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MEMORANDUM OF UNDERSTANDING 
BETWEEN

MetLife

AND

The Producer

This Memorandum of Understanding is established between MetLife and the Producer regarding the use of MetLife 
products in transactions involving Premium Financing. MetLife will underwrite applications submitted by the Producer
in transactions involving Premium Financing and consider issuing such policies provided the Producer meets and 
continues to satisfy all of the terms and conditions imposed herein. MetLife may modify the terms and conditions of this
Memorandum of Understanding from time-to-time without prior notice. For each case submitted, the Producer agrees
that each case will meet the following conditions and will adhere to the following procedures:

1) The Producer will confirm that the Client meets the criteria to participate in a Premium Financing Program in 
connection with the purchase of the proposed MetLife policy. The minimum net worth of the Client is at least 
$10,000,000 or $5,000,000 liquid net worth (i.e., cash, CDs, stocks, and bonds) excluding real estate and business 
interest, as will be verified in each Client’s Financial Supplement.

2) The Client’s tax and/or legal advisor has determined a life insurance need for business and/or estate planning.

3) The Producer will make certain that each Client understands that Premium Financing has limited suitability.

4) Life Insurance underwriting must be approved before the loan underwriting takes place with the lender.

5) The Producer will make sure that each Client and his or her tax and/or legal advisor understands that it is the policy 
of MetLife not to support any form of Investor Owned Life Insurance, including “non-recourse Premium Financing,”
where the intention of the insured at the time of sale is to sell the policy to an investor, group of investors, life 
settlement company or charity. In keeping with this policy, applications for life insurance that involve such arrange
ments should not be submitted for underwriting. If information developed during the underwriting process indicates 
that the policy applied for is being purchased with the intention of selling or transferring that policy, MetLife will not 
issue the policy.

To make it easier for the Producer and the underwriter to determine the Client’s ultimate intentions for the life policy,
MetLife is requiring that the Producer and the Client fill out and sign a Statement of Policyowner Intent form as part of
certain sales.



The Statement of Policyowner Intent is a two-page form that asks the Client whether he or she intends to sell or 
collaterally assign the applied-for life policy; to sell or transfer the beneficial interest in a trust, LLP, LLC or any other 
entity created, or to be created, that will own the policy; or if he or she has ever spoken with anyone offering to pay him
or her to purchase a life policy.

This form will be included as part of the application package and will be considered an issue requirement for all MetLife
enterprise and Travelers Life and Annuity products if:

• The face amount is $250,000 and above, and 
• The issue age is 60 and above, or
• If the Underwriter requests.

The Statement of Policyowner Intent has become a part of the Application in most states with which it is used; any 
misinformation provided and wrongfully certified by the producer may constitute fraud and/or the falsification of
company documents.

6) The Client’s tax and/or legal advisor has provided sufficient advice to reasonably evaluate the risks of premium 
financing transactions, and he or she signs the required Tax Advisor Disclosure and Acknowledgment Form, which is 
to be submitted with the application. Some of risks needing careful consideration that you will make sure each client 
understands include:

a) Loan Interest Rate Risk: Loan interest rates fluctuate each year. Typically with Premium Financing, lenders will use 
the favorable London Inter-Bank Offered Rate (LIBOR) as the loan interest rate. Because LIBOR is not fixed and is 
only a one-year rate, there is a risk that LIBOR could increase significantly. This risk will have an effect on the amount
of out-of-pocket expenses, including amounts gifted to an irrevocable life insurance trust (ILIT) to enable it to pay 
annual interest, gift tax due on these gifts and any additional collateral required in the event the interest is made a 
part of the loan to the ILIT. In addition, fluctuating loan interest rates may reduce the amount of death benefit net of
outstanding loans especially if any portion of the interest is made a part of the loan (i.e., Capitalized Loan Interest).

b) Loan Renewal: The term of the loan will vary depending on the lender. There is a risk that the lender may not renew 
the loan, forcing repayment of the outstanding loan balance. This risk will vary depending on the term of the loan.

c) Policy Performance: The policy may not perform as illustrated and in that event additional premiums may be 
required, thus increasing the loan amount. This increased loan amount could require additional collateral. If the 
lender fails to extend additional credit to the ILIT to pay the premiums, the individual grantor (Client) may need to 
make gifts to the ILIT, which may be subject to both federal and state gift taxes. In a worst-case scenario, the grantor 
may not have the sufficient liquid funds needed, and the policy could lapse without sufficient cash surrender value to 
help re-pay the lender exposing the Client to both an obligation to repay the loan and a policy lapse.

d) Life Insurance Funding Strategy: The funding strategy chosen (i.e., premium amounts and years to pay) will have a 
substantial impact on the overall objective of satisfying the client’s life insurance need.

Generally, there are two ways to design the funding strategy. The first design would be to “over fund” the policy on a 
short-pay scenario that is paying a higher premium amount for a limited number of years. Over funding the policy 
can create higher cash values in early years, thereby minimizing the amount of additional collateral needed. Further, a
portion of the policy’s cash value could be utilized to re-pay the loan sooner. However, the downside to over funding 
the policy is that it creates higher initial borrowing costs and increases the amount of death benefit needed to cover 
the anticipated loan balance at death.

The second design would be to conservatively fund the policy by paying the premiums for the life of the insured.
While this strategy could lower the amount of loan and out of pocket expenses in earlier years, the total loan amount 
and loan interest will become greater and greater every year. This causes significant stress on the policy’s ability to 
satisfy the client’s life insurance need and the lender’s collateral requirements.



The implementation of the proper life insurance funding strategy is critical to the ultimate results. Since long-term 
LIBOR rates are not known, a decision that results in the wrong funding strategy is an additional risk.

e) Exit Strategy: A successful Premium Financing strategy may depend on whether the ILIT can repay the loan prior to 
the death of the insured. Planning for this loan repayment will reduce the risk of increasing costs due to loan interest,
gift taxes, and policy performance. Accordingly, exit strategies should to be developed to provide the funding to 
enable the ILIT to repay the loan without jeopardizing the life insurance need.

7) The Producer agrees to obtain the Client’s acknowledgment that MetLife does not provide lending, tax, or legal 
advice, and the Client and his or her tax advisor have not relied on MetLife, or any of their representatives in deciding
whether to enter into any Premium Financing arrangement.

The Client is solely responsible for the selection of the lender and negotiation of the terms of any loan or financing 
agreement, and relying solely on the advice and recommendation of his or her own tax advisor about whether to enter
into a Premium Financing arrangement. This and other key points are to be documented in the Client Disclosure and
Acknowledgement form to be submitted with the application.

8) Minimum annual premium is $100,000.

9) The Producer will not submit any case:
• with Premium Financing that is non-recourse, for a limited term (e.g., 24-30 months),
• where the note contains a “put” to the lender,
• where the life policy is being purchased in connection with Single Premium Immediate Annuity (SPIA),
• where the life policy is a variable life policy,
• where the intention of the insured at the time of sale is to sell or transfer the life policy to an investor, group of

investors, life settlement company or charity,
• where Premium Financing is part of systematic programs (e.g., Alumni Associations),
• where the customer or their advisor demonstrates an intent to later sell the insurance (e.g., IOLI, CHOLI, SOLI),
• with any present intent to life settle the policy either directly, or indirectly by selling shares or financial interests in

a trust or special purpose vehicle that owns the policy.

10) To participate in the Enterprise Premium Financing program, a producer must have a favorable Compliance History 
review and their Manager or Supervisor must approve their participation. (Only Applicable in ADG channel.)

________________________________ ________________________________
The Producer Acknowledgment of Receipt By:

________________________________ ________________________________
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