
What is IUL?

Indexed universal life was designed for clients who 
wanted the death benefit that a fixed life policy 
could give them, but with tax deferred accumulation 
potential based partly on indexed returns.

Premiums paid into indexed accounts can earn interest 
on policy account value based in part on how the index 
performs. While all IULs are different, and they can 
be tied to multiple indices, the S&P 500® is one of the 
most common in the industry today.  
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Design Matters:

Indexed Universal Life 101
Breaking into the indexed universal life market can be overwhelming. With so much to 

learn like interest rate floors, indexed interest credits and loan options, it can become 

overwhelming. It’s important to start with the basics — the what, the how and the why. 

How Does IUL Work?

Let’s focus on three main topics — floors, indexed accounts and income. All IULs will have a guaranteed minimum 
interest rate, or GMIR, that is commonly referred to as a ‘floor.’ If the index return is negative during a given 
segment, your client can be confident that their account value will not see a decline in value from the index return. 
The account value will still be subject to insurance costs and administrative fees. IUL products can also offer a 
variety of indexed account options to which a client may choose to allocate their premium. Indexed Explorer 
Plus® has three indexed accounts options for both the 0% and 1% floor option, two of which are uncapped.1 One 
of these indexed accounts is a spread account. It offers upside potential with a 100% participation rate, subject to a 
threshold rate (earn up to a certain amount) and over and above the spread (no return).
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Finally, let’s looks at income. Some clients purchase 
IULs not only for the death benefit protection, but also 
for the enhanced cash value accumulation potential 
provided through indexed interest crediting. This type 
of upside potential based on market performance, can 
help an over-funded IUL provide increased income 
opportunities over a traditional universal life product. 
Columbus Life’s Indexed Explorer Plus® can potentially 
provide (after the surrender charge period) income 
that can be accessed through policy standard loans, 
participating loans or withdrawals in many cases 
without paying any income tax.2

1  At time of application, a selection must be made between either the three accounts with the 1% minimum guaranteed interest rate or the three accounts with the 0% minimum   
guaranteed interest rate. While premium allocations to different Indexed Accounts can be made after issue, the Indexed Account option selection between the 0% and 1% cannot 
be changed after issue. The Index Accounts with the 0% minimum guaranteed interest rate may have a higher Index Cap Rate and Index Participation Rate, as applicable, than the 
Index Accounts with the 1% minimum guaranteed interest rate during the same period, but this is not guaranteed.

2 Loans and withdrawals may generate an income tax liability, reduce the Account Value and the Death Benefit, and may cause the policy to lapse. Sufficient premium and account   
 value are necessary to cover insurance costs. Index returns do not guarantee that the policy will stay in force. Keep in mind that cash values may take years to accumulate, unless a   
 large premium is paid up front. While there is no limit on the number of times you can exchange an outstanding loan, policy loan exchanges may not occur until 12 months after   
 the prior policy loan exchange (restrictions may apply).

IUL is a Universal Life policy. It has insurance-related costs. Premiums paid must produce sufficient cash value to pay insurance charges. Indexed returns do not protect against lapse 
if premiums and returns do not provide sufficient cash value to cover loan interest and insurance costs. Your clients must understand that loan risk means loans may well not be zero 
cost. Such loan risk and interest costs will reduce account value and will contribute to a risk of policy lapse if account value becomes insufficient to cover charges. 

The “S&P 500” is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”), and has been licensed for use by Columbus Life Insurance Company. 
Standard & Poor’s®, S&P®, and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow Jones® is a registered 
trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”); and these trademarks have been licensed for use by SPDJI and sublicensed for certain purposes by Columbus Life 
Insurance Company. Indexed Explorer Plus is not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective affiliates and none of such parties make any 
representation regarding the advisability of investing in such product(s) nor do they have any liability for any errors, omissions, or interruptions of the S&P 500 index.

Life insurance products are not bank products, are not a deposit, are not insured by the FDIC, nor any other federal entity, have no bank guarantee, and may lose value. 

Payment of the benefits of Columbus Life Insurance Company life insurance products is backed by the full financial strength of Columbus Life Insurance Company, Cincinnati, Ohio. 
Guarantees are based on the claims-paying ability of the insurer. Columbus Life Insurance Company is licensed in the District of Columbia and all states except New York. 

Withdrawals and surrenders are tax-free up to the cost basis, provided the policy is not a MEC. Withdrawals may be subject to charges. Neither Columbus Life, nor its agents, offer tax 
advice. Please advise your customer to contact their tax or legal advisor regarding their situation. The information 
provided is for educational purposes only. Interest rates are declared by the insurance company at annual effective 
rates, taking into account daily compounding of interest. Product and rider provisions, availability, definitions, and 
benefits may vary by state. See your financial professional for product details and limitations.

Indexed Explorer Plus Flexible Premium Universal Life Policy and some riders may not be available in all states. 
Benefits vary by state. Check the approved state variation. Flexible Premium Adjustable Life Policy with Indexed 
Options Policy series ICC17 CL 88 1708. 
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Why Sell IUL?

Of course, like any life insurance product, it has a death 
benefit that offers protection and other benefits for your 
clients. One of the pillars of IUL is the accumulation 
potential it provides to clients thanks to the index 
options. If your clients are looking for a way to help 
secure their financial future to provide themselves and 
their families with supplemental retirement income, 
assuming sufficient funding and time, IUL could be a 
tool that delivers all of that and more!

To find out more, contact your Regional Vice President or the Sales Desk today at 
1.800.677.9696, Option 4, or clsalesdesk@columbuslife.com.


