
A lot can change in your life after you buy  

a life insurance policy – and those changes  

can impact your policy. Performance  

Evaluation helps keep your financial strategy  

intact. If needs or plans have changed, your  

policy may require to be adjusted to fit  

new circumstances. You may have too little  

or too much insurance for the present  

situation and future goals. 

PERFORMANCE EVALUATION

Trust  
Owned 
 LIFE INSURANCE

Given the impact of the Estate Tax Exemption  

of $5,250,000 for 2013, individuals that have 

an exorbitant amount of life insurance are  

re-evaluating their existing life insurance  

portfolio to determine how they can restructure 

their current policies to be utilized for another 

purpose; perhaps to provide an income stream 

or serve as a long term care benefit.  

Update Your Needs Analysis

Change is one thing you can count on. Business start-ups become industry  
leaders. Children grow up and have children of their own. Bigger houses,  
smaller houses, vacation houses, and rental properties. Life changing 
events may occur such as college tuition, retirement, disability, divorce  
and death.  
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Over the past several years, there is one financial asset  

that is typically ignored – life insurance. It has become  

the largest pool of wealth neglected. Based on current 

economic conditions, there has been a downward  

pressure on interest rates and dividend scales resulting in 

underperformance of several life insurance policies. This 

has critically impacted policy cash values and premium  

adequacy which in some cases has resulted in a lapsed 

policy.  Monitoring performance of policies on a formal, 

systematic basis does not negate the overall effects of  

economic variables. Life insurance is an asset that must  

be managed and timely reviews minimize the actions  

necessary to overcome any shortfalls.

Developments in pricing and product features have 

changed the landscape completely. The life insurance 

industry has continued to improve and produce a new 

generation of competitive products. Regardless, if your 

policy is performing as expected, it should be reviewed 

to make sure it meets your current goals and objectives.  

It is the best interest of your client to discuss the newer 

products as well which may increase the death benefit to 

the beneficiaries, strengthen the underlying guarantees or 

cash values and potentially reduce their premium outlay.  

Products offered today may achieve trust objectives more 

efficiently in spite of volatile market conditions.   

71% of trustees have not 
reviewed a life insurance 
policy in the last 5 years.

A diligent fiduciary review 
of TOLI can create greater 
results for your clients and 
provide a peace of mind 
for the trustee. The review 
process ensures you are 
acting in the “best interest 
of your client”.

FIDUCIARY  
REVIEW PROCESS
The Uniform Prudent Investor Act 

Given that all states have virtually adopted the  
Uniform Prudent Investor Act (UPIA), the landscape  
of trust management has significantly changed over 
the past couple of years. The UPIA sets standards  
for trustees in managing and investing trust assets. 
These fiduciaries have the responsibility under the 
“prudent investment rule” to create and follow  
procedures for proper administration and oversight  
of the trust’s assets.

The Act serves as a guideline for trustees of trusts, 
including Irrevocable Life Insurance Trusts (ILITs)  
and provides guidance on the duty to manage life 
insurance that minimizes costs, maximizes benefits  
an analyzes suitability.

The Uniform Trust Code §801 imposes a duty on a 
trustee “to administer the trust in good faith, in  
accordance with its terms and purposes and in the 
interest of the beneficiaries”. The UPIA mandates the 
trust portfolio in be in compliance with the purposes, 
terms, and distribution requirements. The trustee is 
required to review the trust assets and implement  
decisions concerning the retention and disposition  
of assets within a reasonable time.   

Thus, the UPIA requires the review and monitor-
ing of current investments and their suitability in 
light of the changing needs and risk tolerances 
of the beneficiaries.  It is important to recognize 
that not all states have officially adopted the laws 
governing the review and investment of trust as-
sets. In some cases, they have adopted their own 
state statutes.  

Performance Evaluation for the  
Trust-Owned Life Insurance Policy

Life insurance, like stocks, bonds and CD’s, are financial products that require systematic 

review of funding objectives, performance assessment, risk evaluation, and an analysis of 

the carrier ratings.  Failure to monitor these products adequately may result in increased 

premiums, lower death benefits, or – even worse – a lapsed policy.

Trustees of trust-owned life insurance (TOLI) are especially vulnerable to the risks of reduced 

policy performance due to the rigorous documentation and review requirements set forth 

by the Uniform Prudent Investor Act.

Performance Evaluation is an analysis of existing life insurance, including a review of current 

funding objectives, policy goals and risk tolerance. The evaluation includes a comparison of 

the existing policy to what is available in the market place.

Performance Evaluation integrates existing policy coverage  
and performance analysis with trust objectives and current  
product efficiencies.

The Risk of  
Policy Performance

Improvements  
in Product & Pricing

Reviewing policies in their care is a necessary practice for any Trustee.

Talk to your financial advisor today about a  
Performance Evaluation for Your Trust-Owned Life Insurance


