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FIG. 3A
CATEGORY |
PERSONAL AND PLEASURE
ASSET TYPES: ASSET PURPOSE:
-HOMES ~SHELTER AND ENJOYMENT
-BOATS -LIFESTYLE ENHANCING
-AUTOS -NON-INCOME PRODUCING
-TOYS -NON-LIQUID
-JEWELRY -NON-CONSUMABLE
FIG. 3B
CATEGORY I
RESERVE CAPITAL
ASSET TYPES: ASSET PURPQSE:
CASH AND EQUIVALENTS: ~-EMERGENCIES
-CHECKING ~QPPORTUNITIES
-SAVINGS -LARGE CAPITAL EXPENDITURES
-MONEY MARKET ~OPERATING CAPITAL
-CO'S -CURRENT ESTATE TAX LIQUIDITY
-T-BILLS (IF DEATH OCCURS TODAY)

-EARNED INCOME
-PASSIVE INVESTMENT ORDINARY
INCOME
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FIG. 3C
CATEGORY Ill
RETIREMENT FUNDING
ASSET TYPES: ASSET PURPOSE:
-INDIVIDUAL STOCKS HELD LONG -WEALTH ACCUMULATION
TERM (GROWTH ORIENTED)
-MUNICIPAL BONDS/FUNDS -SOURCE OF INCOME FOR LIVING
-CLOSELY HELD COMPANY EXPENSES AFTER RETIREMENT
EQUITY -CURRENT ESTATE TAX LIQUIDITY
ANVESTMENT REAL ESTATE IF DEATH OCCURS TODAY
FIG. 3D
CATEGORY IV
RETIREMENT PROTECTION AND ESTATE LIQUIDITY
ASSET TYPES: ASSET PURPOSE:
-FUTURE SYSTEM PRODUCTS -EXEMPT ASSETS FROM
-ANNUITIES CREDITORS TO PROVIDE INCOME
-QUALIFIED PLANS ONLY IN CASE ALL OTHER
ARA'S ASSETS ARE LOST
_SEP'S -CURRENT ESTATE TAX LIQUIDITY
-LIFE INSURANCE IF DEATH OCCURS TODAY
-PROJECTED ESTATE TAX
LIQUIDITY
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PROCESS FOR COMPREHENSIVE
FINANCIAL AND ESTATE PILANNI

CROSE-REFERENCE TO RELATED
APPLICATION

This application claims the henefit of commonly sssicned
previsional paentapplication Ser. No. 6071 67,083, filud Nov,
23,1999, the entire disclosure of which is incorporated herein
by reference,

BACKGROUND OF THE INVENTION

This nvemion relates generally to fmncial and estate
plonning and. particularly, to o computerized process far
comprehensive, integrated liguidity management oy use in
penering @ financial and estate plan, and custoni designing
a fife insurance produgt for o clienl,

Present provesses il 1o provide o unified, systematic pm-
cess [or alb uspeets ol liquidity planning: As a result, eonsum-
ers oflen bave separate and sequential plans foe retirement
aml estate plaaniog, Existing insurance products, whether
fixed or variable, provide for an smount of eoverage pur-
chased trough o series of payments. Except in the case of
simple guarnecd cost comsrans {eg., whole life or e
policies), the toal amount of pryments depends on non-
guaranteed clements suel as oterest crediting rules, nvest-
mwent fund performance msd montality chames. As o result, a
elient early in tife is often locked inte purchasing o signifi-
canlly greater amenmt of death benefit than is currently
needed i anticipuion ol marehing scine arbivary projection
efwhat bis er her wealth will be in the ftnare. 1ihe projection
i low high, the elicat ends up v an over-lngling™ sitmtion;
i the projecton is too Jow and the term portion inadequate,
the elient ends up with an “exploding” policy,

In general, a policy i said w “explade” when o client’s
otl-of-pecket premium suddenly increases frean the original
Hlustrated premium level o aueh higher one, Forexample,
the original Hlustrited premivm und cash value may not meet
e requirements for keeping the poliey in force due o the
lowering ol hiterest credising rates and mising of mortality
costs, Untormumately, the new premium, needed 10 keep ihe
pulicy i force at older sges will ofien be unalfordable. This
typically results in the forfeiture o the policy and the loss of
all prevniums ever paid, all cish value and all deailt benclits.
Existing insurance produets ofier very Lille design and policy
management Mexibility opliens o sobve these problems,
Meorcover. the role of the insunmee agent has aditionally
been w sssist with product selection rather than product
design.

Tasurance industry experts recognize that universal life and
variable universal e produets are afseat risk for explosion
and over-funding stmilor w traditonal Jie products and life
products with lerm riders.

Vor these reasons. o planning process is necded for redue-
ing, the risk ol over-funding and exploding insurance prod-
uels, Morcover such an actuasial product desian is desired w
provide o consumer with the ability o make u series of dis-
crew purchases, cach of which is completed by i gingle pay-
ment, instead Gl providing an amount of coverage purchased
through a serivs of payments. This will permit maximizing
the amount of denth bonedit ab older ages, maximizng the
cash value per premiom dollor minimizing ot all Umes the
cast of “ar-risk monality” and wacking current und Ruure
liquidity needs.

SUMMARY OF THE INVENTION
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The hwvention meets the above needs and svercomes the
deficiencies of the prior art by providing a process for com-
préhensive, integrated Hauidity management for reducing rhe
risk of over-funding and expleding insurance products.
Among the several objects of the invention may be noted the
provision of such process (hat permits making a series ol
diserete insurance product purchases: the provision of such
process that maximizes the ameuntof death benetit ot alder
ages; the provision of such process that maximizes the cash
vatue per premian dotlar: the provisionof such process tha:
minimizes b afl imes the cost of “atsrisk monality™ the
provision ofsuch progess thal tracks current and future liguid-
ity needs; and the provision ofsych process that canbe carvied
out elficienily and ceonomiczlly,

Briefly described, a process embodying aspects of the
mvention generiies a financial and Lguidity esuste plan Tor o
chient, The process includes determining assets of the cliont
und defining u plurality of asset categories based on type and
purpose of assel. The process also includes the step of cal-
cporizing the client's assets in e defined cajegories. By
performiing liquidity spalyses of the categorized assets, the
process defermines curent estate liquidity and projected
Jutare estaie liguidity of the client. The process Runher
includes generating o plan lor re-alocating the elient’s assets
among the delined caicgories hased onthe Hquidity analyses.

Another embodiment of the invention is directed 10 a pro-
coss for defining o pre-paid, varialle life insurunce product.
The process includes the steps of definimg a funding premium,
determining o cash value of the life insurgnce product biswl
ar the Tunding premivm and then defining o pre-paid death
benefit purehased with the fanding premium bused on the
cash value of the life insurance product. Aceording 1o tie
computer implemented process, the cash value of the insur-
ance praguct is invested in one or maore investment accounts
or different funds and the cash, vadue of the il Insurance
produet is then adiusted as a funciion of gains and losses on
the investment accounds or fuds, The process urther
includes thie step of defining the pre-pukd death benefit pur-
chased with the Funding premiun based on (he adjosted cash
value of the product,

Alternatvely, the invention may comprise various othey
methods and systoms,

Ohther objeots and featvres will be in pant apparent and in
part poisted ous heretnaller,

BRIEF DESCRIPTION OF THE DRAWINGS

FIG. 1is p block diagram ol'a computer system Tor execut-
ing a pracess as part of a program of financinl and estae
planning in accordonce with s preterred embodiment of tlie
invention,

FICG 2 1s o flow diagran iustrating the process of gener-
ating a finaneialand estate plan.

FIGS, 3A-3Dare block disgrams illustrating an asset clas.
sification structure for vse with the process of FIG. 2.

FIC. 4 is o flow dingram iHlustrating a process for defining
a lile inswrance produet for use with thie process o FIG. 2.

Cuorresponding reference charneters indicate correspond-
ing parts thronghout the drawings.

DETATLED DESCRIPTION OF PREFERRED
EMBODIMENTS

Refewing now to FIG 1, one preferred embodiment of ihe
invention uses a compuier 10 10 execule @ process, including
a number of modeles, as part of a program of integrated
Frmeial and estate plomning. The present invention is pref-
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crably o single point source providing comprehensive, inte-
graled Houidity management for determining the insurance
needs of a client and desigring an msurmice product to meel
those needs, The life insurance produoct has a series of pre-
paidd cleatl benefit smonnts in o single contract purchased
with a series olone-tUme funding premiwms mseadola single
deathy benedit plirchased with a sories of ongoing premiums.
‘The right 2o make future purchises, as scheduled in the policy.
is established al the time the fife insurance policy is issuedd,
According o the invertlion, a planner execuies the computer-
ized process, also relerred fo heretn as 1he “Puture System
Planning Process.” to defernune the paramuters ol these
illSllI'ZHICL‘ pl"{.}{iUClS.

The Future System Planning Process bis o number ofmod-
ules ta ensure a thorough and elficient solution o the clicm’s
financial planning seeds, The madules prefersbly inclide «
refirement protection anadysis, o cwrenl estate Lguidiy
amitlysis, an estie [y reduction analysis and o futwre estate
liguidity analysis. The process also cludes nitially catego-
rizing she client’s ussets in fonr axset categories, indicated m
reference character 12, and identifying the elicnt’s long lenn
finanetal goals. Tn particular, the computer 10 ealculates a
comprehensive solution that identities which of the client’s
agsets und how mueh of them o wensfer (o particular lite
isuranee products, veferred W herein as “Fonue System
Products.” The adyses also provide for an appropriate utlo-
cation and consumption ol existing assers. Advamageonsly,
the Futuee Sysiem Planning Process isplemented by com-
puter 10 provides more complete and aflicient liquidiey solu-
tons for the elient that are more likely to be implememed.

The planner combines the foar categories of assets with the
four steps, or mwdules, in the plannikg process implemented
by computer 10. The moduies permit those skilled in estate

plonning to complete their work ot behall of the client. The

process provides complementary data and, when combined
with the Fuwire System Produers, provides solutions w0 the
chent’s needs otherw ise unavailable, Aceetding 1o the inven-
on. this comtbination of Fuire System Planniog Process and
Future Sysien Products reduces the Jikelibood of either over
[unding orexplosion. The client upplics fora premiun sched-
ule. as opposed 10 2 fbee amount of insuraee and. thos,
ublains significontly greater Dexibility without commiiting 1o
making fiture puyments © continue the life inxumnee,
indeed, each payment stands on its own as o pre-paid life
insurnnee purchase because the policy instiinee amount is
awtonnatical by wliusted duily by the computer process using
et single premivm ratios of cush value to deaih benelit. This
ensures that no further payments will be required. The costol
the at-risk insuronee amoont is calevisted aud subiracted
from the emd value. Benelicially. the new actoariad design of
the Futere System insurance produet better solves the clivat’s
needs.

Aceording to the invemiion, the process and produact
logether help clients meet their estne liquidity, estate fax
reduction. retirement fonding and retirement protegtion
needs. The Future System Planning Process provides com-
prehensive. integrated Hauidity monagement coordinuiing
the estate plan’s liquidity needs with the desipn and procure-
mentof the fanding product, protecting wealil: or retirernent
during fite and providing Hquidity for the estie atter death,
The Future System Plinning Process addresses nwltiple
issues invelved in estate liguidity planning waitls voe vourdi-
amed Hquidity solution. As such. the process replaces and/or
cavrdinates the separie efforts of many dilferent individunls
specializing i assel disposition at deail. wills. rusts, cash
Menw planning, investiment planning, retirgment, 1ife insur-
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ance, qualified plans and andividual retiremeni accoums
(IRSs), Incomes tax, estate tox and bosiness contiguation
plans.

The combination of product and process yviekls a more
elficient, effective mxd accurate selution to client planting
needs. For the advisor or agent. the process is fuster, moee
comprehensive and structured o encourage long-term refa-
tionships, For the carrier, the combination ensures that the
tnsuranee company product renuins innovative and relevant
in the rapidly changing Humeial services marketphace. 1o
additon. the combination of prodect and process nuikes
annual finsmcial planning reviews much more relevant and
beneficial 10 clients. The compensation strueture In e prod-
uet contemplates such review, Moreaver, by setting this up as
usrailing fee. the advisor can earn compensation over the long
run by atending ky client needs over the life of the aceount.

Refiarring now 1o FIG. 2, o low diagram, generally indi-
cated. at 14, illustrates the basic format of the Future Sysiem
Planning Process, Presentations, foems and questions 1ake
clients through the entire planning pracess 1o meet their fnan-
ek gorls, This forms 1he basis of the inpw 10 the process.
Heginning av step 18, the process st determines and classi-
fes the clients assets. 1n general, the Futuse System process
uses o three-step approsch wo classify a client’s assets. The
approach fisst simctures the elient’s net worth into four cut-
egories. Each category is then assigned asset tvpes, Fipally.
coch assel type is assigned a specific purpose. FIGS, 3A.31
ilustrate an asset classifieation strueture according 100 the
invention. In this enbodbnent, assets are classified in four
man ategories. In FIG, 3A, Chtegory | olassifies personad
and pletsure assets, which include assets such as homes,
boats, automobiles, tovs and jewelry, These assets provide
shelterand enjoyment and enhance the owner's lifestyle bt
do not need 1w be income produsing, liquid or consimable.
Thus. Category [nssets are not considered a source for esate
ey liquidity, retirement finding or retirement protection.

F1G. 313 Dustrates Category H, which s for reserve capital
assets. These assets include cash and cash equivalents such as
checking, savings or money market accounts, certificaes of
deposil, treasury bills, carned Income and passive investment
ordinary income {e.g., distributions, dividends). b conirast 10
Category | assets, the assets in Category 11 provide currem
estate tax liquidity if death oecurs toduy, These assets are
often used for emergencies, opporfunities, lage capital
expenditires and operating capital.

The classification suucture of the Future System process
distingmishes between reticement funding snd retirement pro-
tection. Retirement funding is the timeline of asset consump-
tion alter retirement. Retiremeit pratection essentially pro-
tects the client’s minimum desired incomie level in the event
ol loss due w unforeseen risks. The traditivnal retirement
planning approach clen ignores retirement protection, fogus-
g only on retirenient funding, However, retirees i general
Tail 0 stay cueremt in their fields, leave their pmetices and
companies and sell their businesses, In short, they. lose their
currenl income carning abitity, This leads @ two conclusions,
namely, assers that are the only source of lifetime income
showkd be protecied, and all assets needed o proteet retire-
ment shoukd be “exempt”™ propery.

FIG. 3 ilastrates Category 1H, which includes unpro-
weted retirement funding assets such as individual stocks that,
are held fong term, municipal bonds/funds, equity in closely
held companies, investment real estate ond other relatively
tax eflicient, unprolected assets. These unprotected assets are
nen exempt from he reach ol creditors in bankmpley. In other
words, the Category 11 assets should either be taxed ot o
capital paing rate feag., 20% or dess), non-taxable or fax
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detirred. Since Carcgory [EE assets nre growth oriented, they
provide lor accumulation of wealth, a souree of income for
living expenses afler retirement and cuerent estate tax Hoaid.
ity if dheanth vecurs day,

In FLG 313 Cavegory IV ineludes rétirement proiection
and esuate Hauidity assets. According to te inventios, Ca-
egory IV includes assets which ate in tax deferred vehicles
sueh us Future System Products, annuitics, qualified plans,
IRAs, sioplified employee pensions (SEPsY and 1ile insur
ance. Depending on state and Teders] laws, these assets are
generally exempt from creditors in bankrupiey and, 1hos,
provide income in case all other assets are tosl. Because the
vehicles are tux deforred, Cotegory TV assets may use rels-
tively x inellicient funding products such as stock nual
funds, corporate bonds/funds and individual stacks that are
held short terns Tax ineicient pertaing o mmediate wxation
ol gains and distriburions st ordinary income rtes. I addi-
tion o providing income whers other assets are lost, these
exempi assels provide current estale fox liguidity it denth
veeurs wday and projected estate tax lguidaty.

The Fuwre System Plonning Process assists elionts in
achieving relirement protection by restructuning, existing
assels with an objective of not impairing current or futlure
lifestyles, This approoch encoumges the consumplion of
unprofected mssets liest, qualifted plans, TRA s and annuity
assets second. and Futare System Produets fase Funding pri-
orlies are placed on Category 1V assets. The process also
considers taxes and their effect on the growth ol the estate
assels, The objective is 10 maintain tax eificient products that

can be held unil guins sre taxed atlong term capital goin rates

in Categery HI and tax inefliciem products in wx deferred
vehicles in Category [V, "This approach moaximizes the com-
pooad effect on tax defermal on all asset types and mininizes
the tax rate iFtax is over paid.

Reforring again to FIG, 2, the process continges al seep 20
lor determining the client’s financial planing objectives.
According 10 1he dnvention, once the client®s assets are iden-
tified, the client’s Hosticity objectives are then determined.
This s aceomplisled at the start of ench of the Your integrated
process modules described ubover retirement protectdon
analysis: current estate Hiquidity analysis; estate tax reduction
analysis: and pmjeeted estate liquidity analysis. The objee-
fives fo be determined inchude: T netirement protecion goals,
2 estate liquidity goals, 3) estate @x reduction goaks. and. 4)
future extate liguidity goals, The Future System Planning
Process detennines client objectives by salling the elienr
through & serics of questions inthe modules,

The purpose of the retirement protection modute is (o pro-
et a client’s minimwm desired relirement income in the

eventod #loss of income due o unlforeseen risks. This module 3

distinguishes between, assets that are protwcied and unpro-
tected fron baakruptey, The current estate @ tyuidity mod-
ule takes o comprehensive look at assets by category with an
emphasis on degree of Tiguidity. The cberent livaidity module
also defines estate disposition poals, determines i the net
ammouat tor the elienl's heirs is eangraent with elient’s goals
sl identifies the need for e igsuranee, i appropriate, The
estute Lx reduction wodule helps clicnts 10 manage estaste
s ina manner congistent with heir preferences for ehari-
table pifting and to ientily which assels w ¢ift and when o
gift them, given emotional. personal. finoneinl and 1wy rnyi-
fiestions, Also, the estate tax reduction nodule campletely
separaies the two concepts ol gifing” frvn “providing estae
ax liguidity” The projected fiure estate tax Tability of the
client may be nueh greater thunthe cusrentax lability as the
estate continues 1o escalate in vidue even afier retirement. The
purpose of the projecied estate liquidity module is w define
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the ehent’s estwe protection and liguidity gouls forthe future,
to systematicaily allocate specific assets to be used tater for
luture estate ligquidity, to align invesiment performance with
estate liquidity neads by design and W separate estate plan-
ning from estate Hquidity fundiog.

Appendix A provides an exemplaty plannisg scenario
based on-execution of the four modules.

Alsiep 22 of FIG. 2, the process provides a ealeulation of
s comprehensive solution based an the initinl assel categori-
watton and identified goals. The solution preferably identifies
whicl of the elient’s assets and how much of cach asset 1o
transfer to Future System Products, including additional ferm
ricers. as well as the appropriate alloeation and consumption
of exisiing assets. The solution idemtifies the potemial
aptional premivn schedule to ensure retirement protection
and estate liquidity, Ta addition. the solution identities and
ingures liquidity risks with term insurance until sel insure
ance is possible. The customized linaneial plan also allocares
the sub-accounts 1 mirvor the allocation of assets that make
up the remaining non-Futire System Praduet estate assets,
mirrering potestial risk and future growth us closely 2s pos-
sible.

Preferably, computer 10 generstes a report using, for
examplo, Microsolt PowerPointi, Excehl and Word® sofi-
ware apphcations o meet each individual client’s needs for
designing u customized plan. This includes all the requisite
calenlators. The muin output of these wols is o lquidity
amtlysts form generied through Microsofl Visual Basicils
and Excel® sofiware upplications. AUthe final step of FIG. 2,
step 24, the process implements the elient plon (and reviews it
an an on-gaing basis),

With respect to implementing o solnion meeting the cfi-
ent’s nevds, the present vention provides the ability © pur-
cliase a Futare System Life Insurance Produst with a sories of
pre-patid dewth benefit amounts in a single conlruct with »
series of ane-time funding premiwms instead of paying a
series of ongoing premiums ona single death benefit amount.
Preferably, theright (o make future purchoses, as scheduled in
the policy. is established a1 the tme the policy is issued.
Insurability <does nol need 10 be re-esiablished in order 1©
make the suceessive purchases over time, [ach londing pre-
mitm payment Tor the life insurance product sequires an
amourt of life insurance that varies with investment resulis
owerthime. but which lite insurance is fully purchased once the
{unding preminm is paid, Under this unigue approach, cach
net fonding premimm payment buys pre-poid variable life
insurance for which no furiber lunding premivm payments
are reguired. Theee bs always enough money to pay all funme
mortality charges for the life insurance, regardless of invest-
ment performance. Any inerease or decrease in death benefit
1s caused by performance of the investment sccounts of the
lie insnraines policy or additional one-time fimding preminm
payments. The right to maeke fure purchases, as schedule in
the policy. is established at the time the policy is issued. When
these finding premivm poyments are made, they will create
additiemal cash values and, therefore. a higher potential death
benefit.

Referring now o FIG. 4, a flow diagram 30 illustrales
operation of the invention to define & Future System Life
Insurance Product aceording to the present invention, In gen-
eral. Futore Svstem prodvets are “pre-paid™ insurance prod-
uets, This type of product is similar to a Ypaid up”™ produet,
which is a {ixed policy that does not have any fiture premi-
ums. It differs from o “paid op” produet in that the death
beaetit amount of the Futare System Insurance Producet is not
fixed and varies proportionsely 0 investment resolis, Begln-
ning at step 32, the client deposits a funding premium inky the
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contract, Since Futwre Sysiem Products are pre-paid. ihe
{unding premium can be deposited i any year. Proceading to
step 34, the initlal cush surretder value in the policy s deter-
mined by subtracting certain values [on the pramivm. For
example, the cash stwrender vatue 38 determined by subteact-
ing a premium sales charge (%4 hx s instance). a premium
Tederal 1ax charge (e.¢., 1.3%) atnd o prentium siale tax charge
(e 2.25%). In u preferred embodiment, a one<dime pre-
i administrative clirge (eg. $800) is subiracied lrom
the Tunding premium at the beginning ol'the fisst month ol'ihe
Hie insurance policy lor lifetime service and adiminisindion
of'the policy. This caleulation yields1he inital cosh surrender
vitlue of the life insurance policy ereawed by the funding
premiun payment. In u prefereed embodimentof the inven-
Lign, the cash value amount is alfocated amoeng ane or more
wvestiment sub-accowtls, For example. the ¢lient may he able
1o select from o number of different investment lunds. The
investnient aceount vislues for the different funds or invest-

ment aeeounts fhuchuate daily with investient performunce 5

(seestep 383 Morcover, cash value ean be realiocated amaong
the dnvestment sub-uccounts at sny Gme. Al siep 36, the e
insurance base amount {or death besefit) is <determined as @
lunetien ol the cash surrender value. The iz insurance base

amount or death benefit will vary as a funciion of the age of

the insuret and Me/her risk clossification and smoking staius.
‘This base amount death benellt represents she minimum pro-
puic varzsble insurance (pre-paid by the funding premivn)
that mwst be purchased oo any given day by law w retain life

insurmmee staws (net single premivm method) of the fife

insurance product bused on age deelining ratic 1o cash value
amounl on ay given day, The purchose of Putore System Life
hsurance Produets provides for gl future mortality costs on
wpuarsntesd basis: the mortality costs are deducted from cash
value as carned.

According 0 e invention, the Future Svstem Product
re-calculites the value of the account every day. Proceeding
1o step 38 the cash surcender value is adjusied Jor charpges and
the gain or lass on lpvesunent or account periomuance, The
fow diagrany remros o steps 32 ol 34 1 aveount Jor new
funding preminms (pet Amding peomium changes), The
churges subtructed from the cash surrender value include a
mortalily charge and an optional termy insumnee mortality
charge. The mortahiy charge represents a pro-rated portion of
a monthly charge Tor the “at visk amouni™ (i.e.. the diflerence
hetween the lile insurance wnount and the cish value). The
aplienal wrm insuranes medality charge vaeies based an the
age ol the nsured and hisMher dsk classification and smoking
staws, This optional charge is for g level e that does not
vary with investment perlormance and that can e purchused
in addition te the mandatory lile base. Since itisoptional, the
ter ¢an be removed or reduced at any 1ime. Other charges
subtracted [rem the cash surrender value include un insurer
expenses assel charge and an agenl compensation assal
charge. As an example, the nusimum insirer eXpenses asset
charge is 0.7 3% anaval rare."The maximum agent compensa-
o agset charge is 1.5%, for example, Tor liquidity plunning
using the Faure System Planning Process. custom privale
poticy desigr., continued service and tracking of the luidiny
plan o policy performance and design. The asset charpes can
be reduced by u breakpaint schedule. An advantage of the
Fulire Swstem Product s the ability o spread these coss aver
the life of the account, An integral feature of the Fature
System Life Insursnce Product is w adjust the cash surrender
votue for datly Investment account perfornuance, In this
mstance, the cash value Increases or decreases with the wain
or Joss 10 separale investment aceent values,
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Al step 40, the fife insurance base amount death. benefit is
determined as a function of the adjusted 25 cash swrrender
value. As described above, this amount represents the mint-
mum pre-paid variable insurance that must be purchased on
any given day by luw to retain Jife insurance status (net single
premium methad) of the fife instrance product based on age
declining ratio to cash value amount on any given day, In
other words, the [ie insurance base amount varies daily rela-
tive W eush value still bosed on the age declining ratio.

The Fogure System Produet is unlike term insurance where
preniiums are typically guaranteed but then thie coverage
expires or must be converted 10 permanent insurance at a
mch higher cust, Moreover, the Future System Product is
unlike universal lile insurance whers mortality cosis are usu-
ally wwtranteed but soscheduled futore premivnis may be
rogned.

A Hle insuranee company product without an up-froit “al
risk™ death benefit and high font-end foads s typically
referred to as un “unnuity.” However, annuiiies are subjectie
income txation on the eptire gain at death under the curremt
wx laws. The Future System Product lowers each produc cost
aiw} charge as much as possible. This maximizes the life
insurance policy’s immediste and uliimate cosh values and
the ullineate death benefit while ut the same time retaining the
wx states of life insurance wnder current law (sec Soction
7702 of the tax code). According to the invention. the Fature
System [ife Insurance Product provides these advantageous
resulis by 1) removing as many up-front loads as possibleand
reducing angeing charges for expenses, moality and profi,
while providing severst growih oprions, to maximize the cash
vihie per premivan dollar of the policy: and 2) cash value
purchasing the mininmun ameunt of life insurance necessary
uinder Section 7702 using the net single premium approach 1o
mimimize at all times the cost of “gtrisk moraliy”

Tes imvprove the flexibility of the product, the client has the
option ¢f adding an up-front tenm death beneflit rider w the
prodduet to the least level needed and retaining it for the lewst
ume pecessary o insure “eugremt risk” not self-insurable
through existing liguidity, The Foture System Planning Pro-
cess applies risk wanagement principles to achieve custom
priviste policy design 4t or in between these fwo extrenies ol
MAXI RN ET OF No e,

Policy management lexibility and options allow the three
product components, namaly, premiom, cosh valae and death
benedit, 10 cach be altered without affecting the other two,
working “independentdy”™ instead of “imterdependenthy™,
With this product, the teem rider can be reduced or eliminated
anyiime withoot decreasing premium, surrendering cash
vl or incurring surrender charges. The prembun can be
reduced ot stopped any year wiithout surrendering cash value
or aay death henefit, The cash value can be surrendered with-
oit reducing premium or werm rider

In o preferred embodiment of the invention, the results of
the Futare System Plawning Process Hquidity analysis detes-
mines an annaal premium schedule for the Fulure System
Insurunce Product Jos which the client will apply. Underwrit-
ing by the insurance company is based on a projected amount
at risk assuming the annua] premium schedule applicd forin
the life insurance product s paid and o repsonable gross
annual interest rate is eamed by the clieni. The process of
apphving snd being underwritten for the annual premiuo
schedule in the life insuranee product gives theclient the right
o make future purchases within the annual premiuwm sched-
ule af the palicy, Purchuses within a policy yedr may be made
al any tme within the limitation’ of the ammual premimm
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sebedule in the poliey. Moreover, fnding promivms may be
discontimued ot noy time without eanceling the existing cov.
erage.

Laeh funding premium puid purchases a deah benefit on
the date it is paid based on 15 net contribution into ihe cash
value of thie Bife insurance policy, assumptions ol guarsnieed
mortality easts and the peneral account guarunteed interest
rate. The death beoefit bevond that date fluctuates us cosh
vathue [fuctuates. At the time of the it insurance policy issue,
Ihe Insurance company can charge, Tor example, 2 one-time
adminisirative charge, The only cliarges afier issue are o
percentage of (unding premium, mortalidy churges and a per-
centage olcash value, These foutures. incombinotion with the
derermination of death henefit being recateulnied daily based
oo net single premiums, ensure hal there will be encugh
meaey W pay ulee moetality charges without paving addi-
tomal funding premiums,

In view ol the ahove, i will be seen durt the several objects
of the invertion are achieved und other advantageons results
ultained.

As various ehanges conld be made i the above construc-
tons and methads without depurting from ihe scope of the
wvention, il is Intended ehat ail mater contined in e above
deseription or shown in the aecompanying drawings shall be
interpreted as ilfustrative and nol in a fimiting sense.

APPENDIX A
Lixample of Modules
The retirement protection medule detenmines a minimum
amount of afier-tax income thatwill be needed (o fund refire-

ment i all other vssots and retivement Tunding vebicles are
tost. The afierdax income is in the form of & Tund of exem

assels since the module addres ses retirement protection rather

than fondling,
tsing loe and Jane Clien: av an example. (he retirement
pretection modnle oses the input data shiown in Table A-1:

TABLE A-f

JRETIREMENT PROTECTION INFUT VALLIE

Fresent Ape il
Fupectod reiinsssens proteetion dge &5
Maxiznun age of monatity 23
Protected wmoal atteraax wlireent incoime KUK

i

Lor

20

Y]

4

10

The protecied amiual sler-tax rotirement income is mea-
sured in present day dollars and dopends preatly on the retire-
ment i festyie desired by the client. Agsoming an inflation rate
of 3%, the retirement protection module caleulates that an
annual ufter-tax income of approximaicly $232 € will be
needed by 1he planed retirement age of 65, Based on these
figures, the retitemeny profection module caleulates that
approximately $2.735 M with zero rematning is needed in aller
tax principal il the alter-iax inlerest wage 93 is 6% (or using
an inumediste annuily rate at that age for Kietime income).
Simikarly, based on the inflated after-tax snnual income, the
rerirement proteciion module ealoulates hat approximately
$3.19 M with zero remaining s needed in'afier-tax principal
if'the afler-1ax interestto age 95 is 6% (or using an immediaie
annity rale at that age for lifetime income). These figures
vield an glter-tax principal of approximately $4.90 M being
needed 11 pavout is indexed ar 3% for inflation,

I the client currently has 31,13 M in protected liquid
assets. this mmount provides insmediate protection in cage of
a total Joss today. Assuming an aftertax growth rate of 6%,
the futore value of this amount is approximately $2.02 M
lesving @ defictency of $5.17 M. The retirement pratection
modile then determines that the annuwal funding into Future
System Products for the live yenrs before retivemant is about
$190 K 1o be divided hall on the life of the husband and half'
on the life of the wite, For simplicity. this figure is shown s
S200 K in Tuble A-6, below. In other waords. the retirement
protection module caleulates the amount of non-exempt
ussels W be converted 1o exempt assers based on inter-refned
[aetors sueh us the rate of consumption of assets. time line,
cliens preferences and so forih.

The following Table A-2 is an example of a comprehensive
look m Joe and Jane Client™s estate 1ix liquidity,

TABLE A2
Rettrernant

Jue aned June Client™s Net Fquity  Net Eyquity Death Tsota
Prisen Assols theibre mmxy  {oflerTax) Ligictiny {ather rax)
CATEGORY |
Howe Fauity A0n.000 AT L0 1
Barsonul S Ames B0 0,000 i
Viwation Heme LOD.00 L), 000 1
CAVBGORY 1 Sub-Tmal GG AU Y]
CAVEGORY It
Cash SUOLEG [ICTRUV ] GO0
Acerd Tieee Tus Eiabiliy t < 1}
Expeeted lberance N i} 0

BOULCHU GO GO LD
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TABLE A-2-continued

12

Jowe el Jang O lent's Neb Bgisity  Net Fosiry Preath:

Rattirement
Ineonte

Presaut - thefore k) {alfler Tax) Liguisdiny {ufler tax
Farnify Rusotess 2000 000 L 700, it FOLB0H)
Lisredd Secirities 1300000 50,0 3,500,000 3]
CATEGORY 11 Sub-Totad 200,000 2,650,500 S EREN RUCTRLEY]
CATRGORY IV
Fulire Systan Producty
Deferred Anmiukes 2000 18D, UiCies LEIK0
SEp RIEARITT] 2500 223,040
CATEGORY IV Snb-Tonal G, 00 430,00 AU 3,0
INEIDE Total 300,150 4250400 2 sagin
OLITEIDE ESIATE ASSE LY
LuE G Paad Up Inseranee 80,1 HK) IEOL00 SO0,000
GQLITSIDE Toai ZEGIKK 250000 S0

The current estole ligquidity module uses a precise methad 5

to determine the estate liquidity goals of the elient and cor-
porates all available estsle ax louidity, minimizing twidi-
tional lile fnsuranee. Cnee he estule disposiiton goals are
defined, the following values, shown in Tuble A-3, are calen-
lated:

TAIME A-3

CURRENT ESTATH LIQUATHTY

VALLIL

Net Wonh of Joe anid Sane Client
Clureent dgeiidity need asssming, boh spouses died today
Neno hens from Ui extate

Tatal wessrent figuidivy availabie $2.46M
Curreatt Hogotdity nside the estany 52aM
Cugrent Hratidiny oumide tie estase §15M
Shrinksge doe 1o forced sale of assors So0M
Hears” st iprio gifted wnsess sutside the eaate S5M

in tukbing prazed Uy Ao ah existing policies
Total after fax o heirs L3.4M
Amaun o each heir S1LEM

Based an the above pnalysis, cach of the twa heirs of Joe
arl Jane Clieol will receive S1.8 mithion, In this pasticwlar
exuple, $1.8 million to cach helr is congruant with their
goats, ancd the amount of up-fromt death benvlit needed out-
gidde ofthe estate for deficiency due 1o desire or fquidity is $0.

The example of Joe snd Jane Clionr also identilies the -

information detepmined through the estate wx reduction/dife-
e gifling/ehoristable planning process of the estate wx
redaction nadule. This module determines e foHowing
inlormation shown below in'Table A-4:

TABLE A4

PLANNING INFORMATION  GOAL

Brestre to aky lethne gills?  Desive pifting o fong as 1t deoos s affo
their Higquidity, retiromnent indote or
surpius cagls frons enmned income,

Dlasire for longterm gitting Nat their preference.
progrn’

Wha shonld receive wlat
pafis?
Churi
Lave] of

Primacily ehifdren with soise lnaneial and
strte nan-laznciil gifis,

Naong.

Annnal exclusion amd mmsbe sorme anilied

inteicns?
ing?

i1

LN

w
L

[t

TABLE A-d-continned

PLANNING INFORMATION  GOAL

eredie Iater, bul oot ioday,
Begingifiing o discounted interest in e
bussisres tor Sou Jrand sorse eagh 1o Jokin
16 equalize the gilts,

Wt nssets will be gified
ik when Quaged an
availabitity, desire,
fnancial, and tas
ramificationsi?

How nzich of these assels
i eash?

F,000 sinee Usey have been gilling tha
wveh apyway, big ondy if there is 1o
cOnuHiment.

Heow wined: of aush i 1o be E10.0000 eash,
gifted vutright for present
dlay eqfoymen?

ew snneds cash is so be

nsedt for the speeifie purpoye
of powehasing Punaee Segiens
Iraduety ¥ fund tax Liguidiy
peeds ot death?

How tueh of cash
wontributions {romws heirs

1o purchase Future System
Products on e Hives of the
pacenist

S0, Futiere Systert Products,

825 006 xnmaally (s ligare is e resall
of the heirs deciding w perchase Fatune
Svslem Products on their parents),

The projected estate Jiquidity module for Joe and June
Client projects the following values shown in "Table A-5:

TABLE A-3

PROSECTED ESTALE LIQUIDITY VALLUE

Maziasons projected wex (based or 7% CAGK over 38 81T
yors which is the romuining tinse 1o expocted suerality rie)
Total propected death benefig {hased 0w 8956 CAGR over

33 yoars: asgedsinclnde retizenent | ion with Futtne
System Produet policies and conversion of annuigics, file
snsiarmnec, IRATS, and qualiticd glas 10 Fumire Sysem
Prosduul peelisies)

Sier il i projecied Liguidiny

£13M

5 4M

Sinee there s o 54 million shartfull in projecied liguidiry,
Joe and Jane Client may clect w gift more, increase the
liquidity lrom their retirement policy by either increasing the
annunl wansler or the projected number of years 10 make
tramsfers and/or add ag optiona] Farare System Product pre-
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miwr @ the retirement protection and estate liguidity e
egory (i.e., SI00 K per year fur six vears),

I summary. the action plar [oe Joe and Jane CHent delined
by the Future Sysiem Planning Process modoles includes
building Category IV assols first (e, Futire System Prod-
uets, SEPs, deftrred snnuites), re-classifying specific assets
such as [IA’s and qualified plans, eliminating snnuities (con-
sider paying tix now to avoid futare txes) and performing a
Section 1035 exchange on current instrance, The following
“Table A-0 Dlustrates the action plan., with valucs in thousands
000",

2

14

ance gmount in order 1o mwiimize seid cash surrender
value Jor said §ife insurance financial product:
cleetronically funding said lifié insurance Buancial product
with additiona] funding premivems and setting forth, in a
schedule, said additional funding premiunss, said sched-
ule set forth in a policy eswblished ai the tdme said lile
instirance financial product is issued; and
clectonically processing suid additional funding premi-
uns set forth in said scheduke without establishing insur-
abifity upon scceplance of said wdditonal funding pre-
mivims sueh that each funding for said life insueance

TABLE A«
INEIDE THE BYTATE OU TSI THE ESTATE
Rettre-  Life  Awmiity  QPARA Proj Ll Tus,
ment Iys Sep Lo Clony Fshiog Ko Gifted  Heirs
Vear  Proecr 1033 (Projldgy (Prof iy T [ 325 Cash Contrib - Towal
| k)] Y 18 50 250 is 5 913
3 kit . . . 14 2% EXR]
3 203 14 2%
4 o] - 1] 25
3 A5 R . R . 14 25
[ . . 18 18 X5
7 e 15} 15
# . . . . 16 4] 23
& . . - . Ut s 23
11 . . . . 16Gir i3] a3
] . . . LR 18 28
1> 1 Tt 23
1335 . 1] 23

The claims appunded herefo are eant to cover modiiica-
tions and changes within 1he scope and spisil of the present
invention.

Wha is claimed is;

LA computerizet method of establishing snd mainaining
a linaneiad product as o life insurance product for an insured
party comprising:

clectronically provessing an initial funding premivm for

said lile insurance financial preduct;
subtracting Anding charges from satd inigal fanding pre-
miuem and determining an initial eash surrender vidue for
suid lile insurance finangial produet thereadier;

allocating said initial funding premivm 1o one or more
stb-nccaunts of different fimancial invesiment fuds or
geeounts:

on a daily basis, elcctronicatly determining seoount values

for saxd different funds and accounts and calewlaling a
corresponding cash surcender valoe for said Hle nsur
ance fisacial product;

clecironivally determining a life insurance hase death ben-

efit smount for said insured as o function of sald corre-
sponding cusl surrender vidue sufficient 1o rewin life
insuranee staws under o net siogle premivum method
based ou age declining ratio to cash value amoum for
gaid lile insurance financial procduet and age of the
insured and hig/her risk classification and smoking st-
tus, said fife inswrance base dently benellt amounl
increasing and edecreasing based upon said correspond-
iy cosh surrender value;

elecwronically deducting u cost of an at-risk suranve

smoul corresponuing to said death beonefitumountfrom
sujd eorpesponcing cash surrender value sufficient 1o
retanin Bife insurance status for said life insurance finan-
ciul product minimizing soid cost of szid at-risk inser-

45

&

35

]

ko
B

produet acquires mn amount-of R insstrance that varies
will invesimem residis over lime,

2. A computerized methad for u lile insurance product as
claimed in chainy 1 wherein the computerized method defines
the funding of said life insurance financial product therein,
effects the subtraction of said funding charges and effeets the
deduating of said cost of said atrisk insurance ameunt,

3. A computerized nwethed for a lile insurance product a3
clabmed in clalm 2 wherein determining said life insurance
buse deuth benelit umount sufficient to retain said life insur-
anee status is corredated with, retaining the tax stotus of life
insurance under current Jaw.

4. A compuierized method fora Hle insurunce product as
claimed in claim 3 whereinsaid different inancisl investment
funds or accounts provide eamings and including deducting,
Trom suid earings, the cost-of said ai-risk insurance amount.

5. A computerized method for a lile insurance product as
claimed inelain 4 wherein subiracting said funding charges
involves subtracting fuding clarges from the group of fund-
ing charges including u premium sales ¢harge, a premium
[eterab vax charge. a premium state tax chage, and premium
administrutive charge.

6. A computerized methed for o life insurance produet as
eliimed in clem 5 wherein said funding charges are sub-
wacled prior to delermining account values and caleulatdng
said corresponding cash surrender value,

7. A computerized method for 4 ite insurance product as
claimed in claim 6 neluding minimizing said cost of said
al-risk insurance amount in order W maximize siid cosh sur-
rendder value for said THe insurance financial product.

8. A compuierized method for o life insurance product as
clabmed in claim 7 nchwding re-allocating said corresponding
cash surrender value imo other financial investment fimds or
accounts and thereufier determining sceount values and the
corresponding cash surrender value.
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9. A computerized method {ora e insurance product os
claimed in cloim 1 wherein determining said lie insurance
base death heneft mnount suificient 10 retain said Iite insur-
ance swtus is correlatixd with retaining the tax status of Bie
insuranee under current law.

H A computerized merhod For o e insuranee product 28
claimed in claim 1 wherein said cost of ol sk insurance
amonni s & pro-rated portion af o monthly charge for the
risk amount and soid cost of ag risk instrsnce amount s
deducted monthly.

A computerized method for 2 lite tinsurance produet ag
cladmed in claim L wherelnsaid different financial lavestment
funds or accounis provide carnings and including deducling,
from soid earnings, the cost of saud atrisk insurance amount.

12, A computerized meihod Tor a Hle nstrance product ag
claimed in claim L wherein subtracting said funding chiges
iovalves sublricing [tuding chaeges fram the group of fund-
g charges inchiding o preminm sales churge, a premiwm
federat w cliarge, a premivm ste tax charge, and preminm
administrative charge.

13 Acomputerized method for a life insurance product as
cloimed in chi 12 wherein said funding charges are sub-
tracted prior 1o determining seeouni vafues and caleulating
suid corresponding cash surcender value.

1. A computenized method for a life insurance product os
claimed inelaim Lincluding re-atlocating said corresponding
eash sucrender value ioio other financial invesiment [unds or
accounts and thereatier determining account values and the
corpesponding cash surrender valoe.

15, A cannputerized method of establishing aned maintuin. -

g a financial preduct as 2 life insurange product for an
sured party comprisiy
clectronivally processing wn fnitig] fonding premium for
suid Tife insuranee Bnancial product;
vlectronically deternining an indtiad cash surrender value
for said lite insurance financial product by accouning
for said initial foading promicavallocuted inongormore
investnient aceounts;
cleetronically determining daily aceount values for said
investiment accounts and calealating a corresponding
cash surrendur value for sakd Tife insurance financisl
product:
cleetronically determining a death benefilamount for said
insured as a fnction ol said carresponding cash surren-
der vadue sulticient to retuin life insurance status Jor said
life insurance financial product, said death benefid
amonng inerensing and deerensing based upon said cor-
responding cosh surender valve:

clectronically deducting o cost of an at-risk insurance

amenng carvesponding 1o said deatl benelitmount from
suid corresponding cash surrender value sufficient 10
retzin said e insursnce sialus;

minimizing sgid cost of said ul-risk Insnrance amount in
arder tomaximize said cash surrender value for said life
insnrance fnancial product:

electronivally funding said lile inswrance firsncial product
with additional funding premiuns and seuting forth. ina
schedule, said additional funding preminms, suid sched-
ule set forth in o policy established al the time said Jife
insuranee financial product is issued: wnd

clectronically processing said additional lunding premi-
ums set forth i said schedule without establishing insue-
ability upon acceptance of said addition:) luneling pre-
s sueh that cach funding Tor goid life insurance
product veguires un mmount ol e insuranee Ukl vires
with Investment results over tine,
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16. A computerized method for g life inserance product as
climed in ¢laim 15 wherein said cost of at risk insurance
amounnt is # pro-rated poion of a monthly charge for ihe al
risk amount and said cost of at risk josurance amount is
dedocted monthly.

L7, A computerized method fora life insurance prodoet ag
cliimed in claim 15 including determining said initial cash
surrengder value afier aceountiog for Jnital funding charges.

18. A computerized method fora life insurance product as
claimed in ¢laim 17 including accotnting for initial funding
charges, said inidal funding charges being one or more
charges from the group ol charges including o preniwm sales
charge, a preminm federnd ax charge, o premivm state tax
charge. and premium sdministrative charge.

19, A computerized method for o Hfe insurance product us
claimed in ¢loim 18 wherein said funding charges are sub-
tracted frony said initial eash surrender valne prior fo deter-
mining accoui values snd caleulating said eorresponcding,
cash surrender value.

20, A compuerized method for a il ingurance product as
cliimed in claim T8 including investing the cash surrender
value ol the life insurnnee finaocial product in one or more
financinl invesiment accounts, inclusling ditferent investment
Tunds, and cateuliting the eash surcender value the N insar-
anee financiabproduct s @ unction ol gains and fosses on said,
fovesiment acemas.

21, A computerized method for a life inswranee product as
cloimed in clnim 15 wherein determining said death benelit
amount is determining a life insurance buse death benefit
amount sufficient 1o retain said e insurance status which
slatng correlated wills retaining the 1ax status of life insurance
undercurrent liw.

22, A compuierized method Tor a 135 jossrance produet as
cliimed in clvim 15 whercin szid investiment accounts pro-
vide cnrnings and inclnding deducting, from said eamings,
the cost of said al-risk insurance anxunt.

23, A compnierived method fora fife insurance product gs
claimed in claim 13 including re-allocating said correspond-
ing eashs surrender value into other fitandial investment fonds
oraccousts and i berealter determining sccount vatues and the
corresponding eash surrender value,

24. A computerized method for 2 life insorance product as
cliimed i claim 18 including determining suid initial cash
surrender value afier accounting for initiat funding charges.

25, A compaterized methad tor o life insurance product as
cladmed in claim 24 including accounting Tor initial funding
charges, said initial Rding charges being one or more
charges frem the group ol charges ncluding a premium sales
charge. & premiwm federal tax charge, a premium ste tax
charge, ond preminm administrative charge,

26. A computerized method for u life insurance product as
claimed in elutm 25 wherein said funding charges arce sub-
wacied from said initial cash surrender value prior w deter-
wining aceount values. and calewlating s8id correspanding
cash surrender value.

27, A computerized method fora life insurance product as
cluimed in ciaim 26 including investing the cash surrender
value of the life insurance financial produet in one or more
lincial investment accounss, inchuding different investment
Tands, and caleulating the cush surrender value of the lile
insurance financial product as a function of galns and losses
an said iovestment accounts and funds.

28. A computerized method for o life insurance product ds
claimed in claim 27 whercin determining said death benefit
amount is determining a life insurance base death benefit
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amount sullicient to refain said Bl insurance siatus which
stotus correlinod with retaining the tax statas o Il insurance
under corrent faw,
29, A compuerized methed for a dife insurance product oy
elaimesd in claim 28 wherein said fovestment acoounts pro-
vide entiings and including deducting, front said earnings.
the cost of suidd at-cisk instrance antount.
30 A computerized method for aTife insurance product us
climed in claim 29 inctuding re-allocating so sl correspond-
ing cash surrender value into other finapcial ins estment funds
oraceous and therenfier determining aceount vilues and the
correspondding cash surrender valup,
A computerized method of estoblishing dnd maintain-
ing a finencial product as a lile msurance product for an
insured party comprising:
electronically processing an (unding initisd funding pre-
mikm for said life insurmnee fnanciol product;

clecuonioally determiting o indtial cash surrender value
for said Tife insurance financial product by accounting
for said imitied farding, premivm allocated inone of more
investment aceauntsr upon fuctuation ot said invest-
ment account or e @ daily basis, detertining aceount
values for said mvesunem acrounts and calenlating 2
corresponding cash surrender valoe for said lite Insue-
ance linpmeiad producet;

clectronically determining a deatly henceli amouns for suid

insured as @ fimetion ol said corresponding cash surren-
der value sulficient to retain life insurance status for said
lile insurance fnuncial product, said death henafit

amouet increasing and decreasing based apon said cor- -

responding cash surrender valve;

clectranically deducting a cust of an af-risk insurasce
amount corresponding wsaid death benehtamount from
said corresponding cush surrender value sufficient o
retain said Hiv insurmnee stuas:

minimizing said cost of said at-risk inswsnce amount in
order e maximize said cash surrender vadee for said fife
insurance fnuncial product;

Tunding said lile insurunce faoncial produet with addi-
tonal lunding premiums and setting foah, Ina schedule,
said additional funding premivms, said schedule set
forth in o policy established an e time waid Hie insur-
ance Hnancial produet s issued; and

electronically processing said additional funding premi-
nans sol forth insaid seheduole without establishing insur-
ability upon neceptanee of said additional funding pre-
miums such that coch fumding for sad lile insurance
product acquires an ameunt of life irsurance that varies
with investmem results over fime.

2. A eomputerized method for a life insurance produet as
chatmed 10 claum 31 wherein determining said death benelit
anolnt involves dotermining s life insurance bise death ben-
efit amount Tor suid nsured os 2 fainction-of swid correspond-
ing cash surrender value sufficieni to retin life insurance
stalus under o opet single premion metbod besed on ape
declining ratio to cash value amount Tor said life insurunce
fnancial product and age of the insured and hisfher risk
classification and smoking status, said Hie insurance base
death henelit umourd increasing and decreasing based upon
said corresponding cash surrender value.

33 A computerizasdinethod fora e insurance product as
climed in claim 3 including caleulting Jaily the deduction
of said cost of said st-risk insuranee amount. wherein suid

daily costofat risk insurance amount is a pro-rateid postion of

a monthly charge for the atrisk amount and said cost ol at risk
insuranee amount is deducted monthly.
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34 A computerized method for 4 life insurance product as
clabined in clain 33 including determining suid initial cash
surrender value after accounting lor indtal funding charpes.

35, A computerized meshad for s life nsurance product as
claimed in chim 34 inchuding accounting for initial funding
chages, said indin] funding charges being one or more
charges from the group of charges including a premviem sales
charge, o premivm federal tax charpe, o premium state {ax
eharge, and preniivm adminisirative charge.

36. A computerized method for a life insurance product as
claimed in elsim 35 wherein said funding charges ave sub-
trecied from said initial cosh surrender value prior 1o deter
mining secount values and ealeulating said corresposnding
cash surrender value,

37, A computerized method for a life insurance product as
cloimed fn claim 31 including iovesting the cash surrender
vatue of the life inserance finaciat product in one or more
Linagcial irvestment accounts, including different investment
funds, and calculsting the cash surrender nccounts and funds.

38, A computerized method for a life insurance produet as
claimed in claim 31 wherein determining said death benefit
amount is determining a life insurance base deatit benefil
amount sufficient to retain said |ife ingsurance status which
status correhsed with retaining the wx status of Lile ssurance
wider current fiw,

39. A computerized method Tor a life insvrance produet as
clahimed in elaim 31 wherein said investiment accoums pro-
vide enmings and including deducting, from satd earnings,
{he cost of said at-risk insurance amonnt.

40. A computerized methad tor a lif insanince producl as
claimed in claim 31 wherein minimizing said cost of said
a-Fisk insurance mnount in order 10 maximize said cash swr-
render value Forsuid 1ife insurance finaneial product includes
cateolating said cost of at risk insurance amount on u daily
hasis aid deducting a pro-rated partion of a monthly charge

Aorthe at risk amount and said cost of at risk insurance amonnt

is dedueted monthly.
A1, A compuierized method for g life insurance product as
chrined in cliin: 3 including re-allociting said correspond-
ing eash sumender value into other finandial nvestment funds
oy pceoknts and therealier determining aceount valyes and the
corresponding cush surrender value,
42. A compuierized method of establishing and niintain-
ing # financial product as @ 1ife insurance produet for an
insured party comprising:
electmnicully processing an inftial funding premium for
said 1ife insurance fnancial prodocs with:

electronically defermining an initiad caslh surrender value
for said Lite insurance financial product by accounting
For said initial Funcling premium allocated in one ormore
investment accounty; minimizing lifie insurance costs
by:

ejectronically determining, daily accoum values for said

investment accounts and colewlating a corresponding
cash surrender value for said e insurance financial
produer;

eleetronically determining daily a minimum amoum of tife

instrance death benefit for suid insured as o function of
suid corresponding cash surrender value, said minimum
life insurance with death benefit being that minimom
reguired to maintain said life inswrance financial product,
85 Jile ingwance and said death benetit amoun increas-
iy uned deereasing based upon said corresponding cash
surtender value,

clecronically deducting a cost of an at-risk insurance

amount correspomnding 1o said death benefit amount fromn



US 7,454,379 Bl

19

said corresponding cash surrender velue sufficient 10
retain life nsurance siztus Jorsaid life insvrmnee Bran-
ciul product:

mintmizing satd cost of said al-rigk insurance amount in

order to maximize said cash surrender value for said life
ingurance Binancial produet;
electronically funding said life insurance finsneial product
with additionat funding premiums and serting forth. in o
schednle. said additional funding premiums, said sched-
ule set farth in o policy established af the Bme said life
insurance financial produet s ssoed; axi

clectronically processing said additional funding, premi-
ums set forth insaid sehedule without estublishing insuy-
abifity wpon ucceptance of soid additions lunding pre-
mioms such that gach funding for said fife insurance
product acquices an amount of il insurance that varies
with investent results over ime.

43. A campuierized method Tor o hife inserance prodoet ag
claimedd in chim 42 wherein sobd minimuom Jilfe insurance
with dvath heaelil being thut ninimum required to maintain
stid Life insurince financial product o5 1ife insurance is based
upen said daily cash swerender value aad an age declining
rabio o cash value mmount [or said lle insorance linancial
pradduet.

44, A computerized mabod for o life nsuranve product as

elubmed in claim 42 inchiding deducting monthy said cost of

soid at-risk inswranee amount,

45, A compuierized method Hor s 1ife Insurance product as
clatmed in cleim 42 including determining seid inivial cash
surrender value afier aceounting lor iniial Disding charges,

46, A compuierized suethod for a ik insurince product as
clemed in clainr 45 inelading accounting for imitial Junding
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charges, said inidal fonding charges being one or more
churges from the group of clirges including o premium sales
churge, a premivm federal tax charge, @ premium state ax
charge, and premivm administrative charge.

47, A computerized method fora life insorance product as
cheimed in cluim 46 whesein said funding charges are sab-
wracted from said initial cosh surrender value prior to defer-
mining aecount values and caleulating said corresponding
cash surrender valoe.

48. A compaterized method tor g life insurdnee product as
claimed in claim 42 including investing the cash surrender of
the lite swrance fnuncial product in one or more financial
investment sceounts. including different investment Reads,
und caleulating ihe cash surrender value-of the life insurance
finumeinl product as o function of gailns and losses on said
mvestnent aceounts and funds.

49, A comnputerized method for @ life insurance product as
claned iy claim 42 wherein determining said life insurance
death bencfit amounl is delermining a lite insurance base
death benefit amount sufficient w retain said life insurance
status which status correlated with retdining the wx status of
life tnsuranee wntder current lw,

50. A computerized methad for 2 life insurange product s
claimed in claim 42 wherein said investment accounts pro-
vidie carnings and including deducting, from said earings,
the cost of said w-risk insorance amoum.,

81, A computerized meihod for a life insurance:product as
claimed in claim 42 including re-allocating said corvespond-
ing cash surrender value into otber financial investment {unds
oraccounts and thereafter detennining sccount values and the
corresponding cash surrender value,
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