
General eligibility requirements

To be eligible for commercial premium financing,  
a client generally must:

• Purchase a policy with at least a minimum annual 
premium of $100,000.

• Have a net worth of at least $5,000,000.

• Borrow in the name of an entity, not as an individual 
(some exceptions may apply).

• Meet collateral requirements of the lender.

Potential benefits of commercial premium 
financing include the opportunity to:

• Currently reduce your out-of-pocket costs for 
life insurance coverage.

• Borrow at attractive interest rates.

• Keep your current investment portfolio intact.

• Evaluate multiple scenarios designed to assist 
in purchasing the life insurance you need to 
help protect your estate.

• Select an alternative to other large case 
funding options.

Commercial premium financing
Frequently asked questions

Advanced Markets

As a high-net-worth individual, you could probably benefit 
from protecting your assets with life insurance.

Commercial premium financing is an alternative way for high-net-worth  
individuals to fund the payment of insurance premiums.

With commercial premium financing, premiums are borrowed from a third-party lender. High-net-worth 
individuals with illiquid personal or business assets can benefit most from this alternative premium 
payment approach.

What is commercial 
premium financing?

Commercial premium financing is an innovative wealth management strategy 
offering high-net-worth individuals an alternative method of funding life 
insurance premiums. With commercial premium financing, funds needed to pay 
premiums are borrowed from a third-party lender so that the borrower’s current 
investment portfolio or other assets may continue to potentially grow. It is also  
a way for clients to minimize out-of-pocket costs and gift-tax liability.



Who can be a lender? The lender selection can vary depending on case size and circumstances of the 
planning situation. Loans may be available from a client’s own bank or providers who 
specialize in this market. Loan terms and interest rate competitiveness should be 
considered. It is also advisable to choose a lender with good financial stability. 
Reach out to your financial professional to discuss options. 

What type of credit 
verification may be 
needed for eligibilty?

In addition to a signed life insurance financing credit application, a lender may 
also require:

• For corporate/business-owned cases: Audited corporate financial statements 
and tax returns for 3 consecutive years and a copy of the articles of incorporation. 
If the business is an S-Corporation or closely held business, signed tax returns 
and personal financial statements for 3 consecutive years on each owner/
partner may also be required.

• For trust-owned cases: Statements of trust assets and trust tax returns for 3 
consecutive years and a copy of the trust agreement. If a trust is newly formed, 
personal tax returns and financial statements for 3 consecutive years on the 
individual who is securing the loan on behalf of the trust may also be required.

Additional information may also be required by the lender for loan approval.

What is considered 
sufficient collateral  
to secure the loan?

In all cases, the lender will require the borrower to assign the policy as collateral 
and, if needed, will require additional collateral. They may include marketable 
securities, letter of credit or cash value of other life insurance policies. At the 
time the policy cash values exceed the loan balance, the lender may begin to 
release the additional collateral consistent with the lender’s loan policy.

The borrower will be responsible for maintaining adequate collateral throughout the 
life of the loan. Types of collateral should be discussed with each individual lender. 

Who is the ideal  
client for this plan?

Most lenders will require the borrowers to be entities — including corporations, 
trusts, partnerships and limited liability companies — and, in limited cases, 
individuals. Your goal should be to purchase life insurance with funds borrowed  
at a rate lower than what you expect to gain from other investments. Additionally,  
as specified by the lender, individuals should have a net worth of at least 
$5,000,000, meet the collateral requirements and purchase a policy with a 
minimum annual premium of $100,000. 

What is the current loan 
interest rate available 
from the lender?

In most instances, lenders base the current loan interest rate on the Prime rate, 
generally assessing a spread. The spread is determined on a case-by-case basis 
and is generally fixed for the life of the loan. The loan amount and the lender’s 
risk exposure are also taken into consideration when determining the loan interest 
rate. Note: Prime fluctuates and, therefore, the interest rate received may differ 
from what was initially illustrated.

What is Prime? Prime is the base rate that banks use in pricing commercial loans to their best and 
most creditworthy customers. The rate is determined by the Federal Reserve’s 
decision to raise or lower prevailing interest rates for short-term borrowing.
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This material should not be considered tax or legal advice. Accordingly, any tax 
information provided in this material is not intended or written to be used, and 
cannot be used, by any taxpayer for the purpose of avoiding penalties that may be 
imposed on the taxpayer. Your clients should always consult with their tax and 
legal advisors regarding their individual circumstances. 

Borrowing funds to pay insurance premiums may be completed only with a properly 
licensed lending institution. Neither Equitable Financial, Equitable America nor its 
agents are licensed by any state to act as a lender. The life insurance purchase 
and the loan are separate and distinct transactions conducted by separate 
entities. A person may qualify for the loan, but not the insurance or vice versa. 

Life insurance products are issued by Equitable Financial Life Insurance Company 
(Equitable Financial) (NY, NY) or Equitable Financial Life Insurance Company of 
America (Equitable America) and co-distributed by affiliates Equitable Network, 

LLC (Equitable Network Insurance Agency of California in CA; Equitable Network 
Insurance Agency of Utah in UT; Equitable Network of Puerto Rico, Inc. in PR) and 
Equitable Distributors, LLC. For New York state-based (i.e., domiciled) Equitable 
Advisors Financial Professionals, life insurance products are issued by Equitable 
Financial Life Insurance Company (NY, NY). All companies are affiliated and directly 
or indirectly owned by Equitable Holdings, Inc., and do not provide tax or legal advice.

Equitable is the brand name of the retirement and protection subsidiaries of 
Equitable Holdings, Inc., including Equitable Financial Life Insurance Company (NY, 
NY); Equitable Financial Life Insurance Company of America, an AZ stock company 
with an administrative office located in Charlotte, NC; and Equitable Distributors, 
LLC. Equitable Advisors is the brand name of Equitable Advisors, LLC (member 
FINRA, SIPC) (Equitable Financial Advisors in MI & TN). The obligations of Equitable 
Financial and Equitable America are backed solely by their claims-paying abilities.

Life Insurance: • Is Not a Deposit of Any Bank • Is Not FDIC Insured • Is Not Insured by Any Federal Government Agency
• Is Not Guaranteed by Any Bank or Savings Association • Variable Life Insurance May Go Down in Value

When is  
interest payable?

The borrower may pay the interest at the beginning of the year. However, in certain 
circumstances, the interest may be paid in arrears. In select circumstances, the 
interest may be deferred and added to the balance of the loan.

How long will it take  
to secure the loan?

Typically, a lender will begin its financial review of the loan application during the 
life insurance underwriting process at Equitable Financial and Equitable America. 
At that time, provided all documentation is complete, the minimum loan review and 
funding time will vary by lender, but should be between 2 and 4 weeks. 

Will I have to  
requalify for the loan  
in subsequent years?

The lender will annually reevaluate loan quality to determine whether changes in 
the borrower’s financial condition or in the relationship between cash values and 
the outstanding loan balance may require additional collateral or may warrant 
discontinuance of future loan installments due to increased risk.

What is the purpose of 
collateral assignment?

The collateral assignment grants the lender a security interest in both the life 
insurance policy’s death benefit and cash value. Generally, this is an absolute 
assignment and therefore, they remain inaccessible to the policyowner until the 
assignment is released by the lender. The collateral assignment includes the 
borrower’s representation and warranty that no bankruptcy proceedings are 
pending and that none of the borrower’s money is subject to an assignment for 
the benefit of creditors. 
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