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CASE STUDY:

Using Protection SIUL 26 to help address 
estate liquidity needs
THE OPPORTUNITY: 
A large estate and a future liquidity need
Meet Michael and Laura, a married couple with a combined 
net-worth of approximately $60 million. Much of their wealth 
is made up of illiquid assets, including closely held business 
interests, real estate, nonmarketable securities, and long-term 
family holdings.

They would like to pass their wealth efficiently to their children, 
including specific assets that have been in the family for 
generations. They are concerned that the federal estate tax may 
be significant and require liquidity that their estate does not 
have. They want a solution that is designed to provide sufficient 
liquidity for the estate.

Assuming a combined federal estate tax exemption of 
approximately $30 million for a married couple, their taxable 
estate could be roughly:

•  �Total estate: $60 million

•  �Less estimated combined exemption: $30 million

•  �Estimated taxable estate: $30 million

•  �Approximate federal estate tax at 40%: $12 million

While their estate has substantial value, not all assets are liquid. 
At the death of the surviving spouse, estate taxes are generally 
due within nine months, which may create pressure to sell 
assets, borrow funds, or disrupt long-term planning objectives.

For Michael and Laura, the planning question becomes:

How can they create estate liquidity in a predictable, 
efficient way — without forcing their heirs to sell assets at 
an inopportune time?
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THE PLANNING STRATEGY: 
Life insurance owned by an ILIT
One potential solution is to purchase survivorship life 
insurance inside an irrevocable life insurance trust,  
or ILIT.

A properly designed ILIT can own the life insurance policy 
outside of the clients’ taxable estate. At the death of the 
surviving spouse, the policy death benefit may provide 
the trust with liquidity that can be used to help support 
the family’s estate planning objectives.

For Michael and Laura, the agent recommends a $15 
million survivorship life insurance policy owned by an ILIT.

The death benefit is intended to help provide liquidity for:

•  �Federal estate taxes

•  �Estate settlement costs

•  �Equalization among beneficiaries

•  �Preservation of family assets

•  �Avoiding forced sales of illiquid assets

•  �Continuing the clients’ legacy planning goals

Because the policy insures two lives and pays at the  
death of the surviving insured, survivorship coverage  
may be a particularly strong fit where the primary need is 
estate liquidity.

Why survivorship life insurance?
For married clients with an expected estate tax liability, 
survivorship life insurance can be especially attractive 
— the estate tax is typically after the death of the 
surviving spouse.

That means the timing of the death benefit payment 
may align with the expected liquidity need.

In addition, because a survivorship policy insures two 
lives and pays at the second death, it is often more 
cost-effective than purchasing two separate single-life 
policies or relying on coverage on only one spouse.

For Michael and Laura, the policy provides a way to 
reposition a portion of their assets into a strategy 
designed to deliver liquidity when their beneficiaries 
may need it most.

FUNDING THE ILIT: 
Annual exclusion gifts plus lifetime 
exemption
Michael and Laura have four children. They plan to make 
gifts to the ILIT each year to help fund the policy premium.

Using the annual gift tax exclusion, they can each gift 
$19,000 per beneficiary, for a total of $152,000 per 
year ($19,000 x 4 x 2). 

The annual premium for the $15 million Protection SIUL 26 (PSIUL 
26) policy is assumed to be: $329,106 per year for 10 years.

Because their $152,000 annual exclusion gifts will not cover the 
full amount of the premium, Michael and Laura will also have to use 
a portion of their lifetime exemption to fund the ILIT.

Funding example: 
Male 65, Female 63, Preferred, Non-Smokers

Premium
Annual  
exclusion gifts

Lifetime 
exemption used

Annually $329,106 $152,000 $177,106

After 10 years $3,291,060 $1,520,000 $1,771,060

This is a supplemental illustration. Not all benefits and values are guaranteed. The 
assumptions on which the non-guaranteed elements are based are subject to change by 
the insurer. Actual results may be more or less favorable.

The ILIT uses the gifts to purchase a $15 million death benefit 
designed to provide liquidity. If properly structured and 
administered, the death benefit may not be included in the 
clients’ taxable estate.
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THE SOLUTION: 

Protection SIUL 26
For clients like Michael and Laura, Protection Survivorship 
IUL 26 may be a strong fit because it combines the  
estate-planning advantages of survivorship coverage  
with product features designed for protection-focused,  
high-net-worth planning.

PSIUL 26 may help address several key needs:

1. Estate liquidity at the right time
The policy is designed to pay at the death of the surviving 
insured, which is intended to align with the point  
when federal estate taxes and other settlement costs 
become due.

This can help beneficiaries avoid selling family assets, 
business interests, or investment property under  
time pressure.

2. Cost-effective survivorship coverage
Because the policy insures two lives, survivorship life 
insurance is often more cost-effective than comparable 
single-life coverage designed for the same estate  
liquidity purpose.

This can allow clients to obtain a meaningful death  
benefit while preserving more flexibility in their broader 
financial plan.

3. Protection-focused design
PSIUL 26 is built for clients who want life insurance to serve 
a clear planning purpose: providing death benefit protection 
and estate liquidity.

The product includes Death Benefit Protection, a no-
lapse guarantee feature, provided minimum-premium 
requirements are met and policy debt does not exceed 
policy value.

Clients who want added certainly may also consider the 
optional Enhanced Death Benefit Protection Rider designed 
to extend guarantee durations through the younger insured’s 
age 100 - provided minimum premium requirements are met 
and policy debt does not exceed policy value.

4. Indexed growth potential with flexibility
PSIUL 26 also offers indexed account options, giving 
clients the potential for policy value growth based in part on 
index-linked crediting strategies, while maintaining the core 
protection purpose of the policy.

This flexibility may be valuable for clients who want a long-
term estate planning solution but also appreciate the ability 
to adapt over time as planning needs, tax laws, asset values, 
and family circumstances change.

THE RESULT: 
Using PSIUL 26 to potentially turn 
a future tax liability into a planned 
liquidity strategy
Without planning, Michael and Laura’s heirs may face an 
estimated $12 million federal estate tax liability and 
limited time to raise the necessary liquidity.

With planning, they can use a combination of annual 
exclusion gifts and lifetime exemption to reduce their 
taxable estate and fund an ILIT that owns a $15 million 
Protection SIUL 26 policy.

This strategy may help:

•  �Provide liquidity when it is likely to be needed most

•  �Reduce pressure to sell illiquid or legacy assets

•  �Preserve family wealth and business continuity

•  �Support equalization among beneficiaries

•  �Keep the clients’ estate plan aligned with their long-term 
legacy goals

For ultra-high-net-worth married clients with federal 
estate tax exposure, PSIUL 26 can help turn a future 
liquidity challenge into an opportunity for thoughtful, 
proactive planning.
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Conclusion
For clients with a significant taxable estate, the question is not just how much estate 
tax they will owe — it is how their estate will pay it.

Protection SIUL 26 can help provide a dedicated source of liquidity when it is 
needed, at a potentially lower cost than a single life policy. Protection focused 
design with growth potential, increases planning flexibility, helping to protect family 
assets and support clients’ legacy objectives.  
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FOR AGENT USE ONLY. THIS MATERIAL MAY NOT BE USED WITH THE PUBLIC. • Insurance policies and/or associated riders and features 
may not be available in all states. • Protection SIUL policies automatically include a no-lapse guarantee called the Death Benefit Protection rider which 
is optimized for a guarantee to around life expectancy — or, if elected for an additional cost, an Enhanced Death Benefit Protection rider which is 
optimized for an age-100 guarantee. Both technically provide a guarantee to age 121 if enough premium is paid. Each of these options guarantees that 
the policy will not default, even if the cash surrender value falls to zero or below, provided that the Net Death Benefit Protection Value remains greater 
than zero and policy debt does not exceed the policy value. Once terminated, the Death Benefit Protection rider or Enhanced Death Benefit Protection 
rider cannot be reinstated. • Guaranteed product features are dependent upon minimum-premium requirements and the claims-paying ability of the 
issuer. • Loans and withdrawals will reduce the death benefit, cash surrender value, and may cause the policy to lapse. Lapse or surrender of a policy 
with a loan may cause the recognition of taxable income. Policies classified as modified endowment contracts may be subject to tax when a loan or 
withdrawal is made.  A federal tax penalty of 10% may also apply if the loan or withdrawal is taken prior to age 59½. • Trusts should be drafted by an 
attorney familiar with such matters in order to take into account income and estate tax laws (including the generation-skipping tax). Failure to do so 
could result in adverse tax treatment of trust proceeds. There can be costs associated with drafting a trust. • This material does not constitute tax, legal, 
investment or accounting advice and is not intended for use by a taxpayer for the purposes of avoiding any IRS penalty. Comments on taxation are based 
on tax law current as of the time we produced the material. All information and materials provided by John Hancock are to support the marketing and 
sale of our products and services, and are not intended to be impartial advice or recommendations. John Hancock and its representatives will receive 
compensation from such sales or services. Anyone interested in these transactions or topics may want to seek advice based on his or her particular 
circumstances from independent professionals. Insurance products are issued by John Hancock Life Insurance Company (U.S.A.), Boston, MA 02116  
•  MLI070226479-1

Need advanced sales support in estate planning?  

Contact us at 1-888-266-7498: Consultants: select option #3, 
Attorneys: select option #4 

Have product related questions or need help with an illustration? 

Contact your local John Hancock representative or call National 
Sales Support at 888-266-7498, option 2.


