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COST CHARGES AND UNIVERSAL                   

LIFE INSURANCE: 

 

THINGS TO CONSIDER 

 

 
 

About 40 years ago, life insurance companies started offering universal life 

(UL) insurance. The premise behind UL was that the working parts of the 

life insurance policy should be made more understandable to someone 

buying the coverage.  

 

Part of UL’s attraction is that its initial premiums tend to be lower than the 

premiums for other kinds of cash value life insurance policies.  Consumers 

have embraced UL.  According to life insurance statistics, UL premiums 

represented 37 percent of all life insurance sales in 2016, while WL 

represented 36 percent.   

 

One of the most important factors in UL’s performance is the cost of 

insurance (COI) charge. Despite UL’s intended purpose to make insurance 

more understandable for buyers, sometimes COI is not well understood by 

consumers. 

 

The premium for a universal life policy is flexible—that is, the policy owner 

can choose from a number of different premium schedules and amounts. The 

particular premium strategy chosen depends on a number of assumptions—

including interest rates, policy expenses and COI charges. The policy owner 

of a UL policy and the agent are guessing that the premiums scheduled to be 

paid will produce the results the policy owner wants. The premium 

estimation is based on assumptions timing of premium payments, interest 

that will be credited to cash value, and the amount the insurance company 

will charge for expenses—including COI charges.   

 

Insurance companies maintain a certain schedule of COI charges for all 

purchasers of a particular policy type when the policy is issued.  However, 

they can raise those charges for all policy owners up to a maximum schedule 

published in the policy. 
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In the past, some insurance carriers have changed the COI rates they 

charged owners of some of their in-force UL policies.  Those changes 

sometimes altered the expected performance of the underlying universal 

life policies. 

 

When things change with regard to life insurance policies, it’s helpful to 

work with an experienced life insurance agent who can help think through 

choices when managing the performance of cash value life insurance 

contracts.  I have helped my clients—and those of other agents—review 

their existing UL policies to make sure they stay in force and meet the 

owner’s financial objectives. 

 

Do you own universal life policies?  Do you own other kinds of cash value 

life insurance policies?  I can help you make sure they are delivering 

expected value to you and your family. 

 

Are you considering the purchase of life insurance?  Are you confused 

about product choices?  I can help you sort out which is the best fit for your 

situation. 

 

 

 

 

AS ALWAYS, PLEASE FEEL FREE TO CALL TO DISCUSS THESE 

OR OTHER FINANCIAL SECURITY ISSUES OF CONCERN. 

 

 

 

 

This information is designed for informational or educational purposes 

only. It is not intended as investment advice and is not a 

recommendation for retirement savings. Lincoln Financial Advisors 

Corp. and its representatives do not provide legal or tax advice. You 

may want to consult a legal or tax advisor regarding any legal or tax 

information. 
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