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This document will examine common practices with respect to policy loan 
repayments consisting of payments based on a loan rate that exceeds 
MTL’s normal policy loan interest rate.  The document is created following 
MTL’s standard operating procedures and is subject to change.  The 
examples provided are based on loan rates and procedures currently in 
place at the time of presentation. 

It is important that you fully disclose to prospective customers that they are 
applying for a life insurance policy along with all the benefits and 
responsibilities associated with a life insurance policy. You are strictly 
prohibited from describing an MTL policy as a savings account, family bank 
account, deposit account or any other type of banking account.  You must 
explain to customers that IBC is a concept independent of MTL Insurance 
Company, MTL Insurance Company only authorizes you to solicit 
applications for life policies and annuity contracts, and any service provided 
by you other than selling an MTL Life or Annuity product is being provided 
independently of your association with MTL. 

 

It is imperative that an agent presenting Infinite Banking (IBC) to their 
clients understands that a successful sale does not conclude with the 
delivery of the policy.  A successful IBC sale requires that the agent 
participate with and assist the client during the process of utilizing the 
policy loan provision and planning the repayment of policy loans.  Agents 
failing to provide guidance to the client risk damaging their relationship with 
the client and losing referrals and future sales. 

 

There are a number of different tools available to agents to help service 
their clients and policy loans.  Examples of some of the tools available 
include Slateboard (www.slateboard.com), a spreadsheet program that will 
assist in the tracking of policy loans, and Microsoft Excel amortization 
templates that provide loan repayment calculations.   
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The following examples are based on the premise that the client is 
practicing IBC by utilizing the policy loan provision in accordance with their 
whole life policy. 

 

Policy loans can occur while the client is paying premiums as well as after 
the client may rely on dividends* and Paid-Up Addition (PUA) values to pay 
policy premiums.  We will examine the different options for each scenario. 

*Dividends are not guaranteed 

 

Loan Repayments While Premiums Are Paid Out of Pocket 

 

Premiums paid annually – Excess Interest to APUAR in even payments 

Let’s assume the client’s premium includes an Annual Paid-Up Addition 
Rider (APUAR), the excess interest payment will be directed towards an 
increase to the APUAR.   We’ll assume an annual premium of $10,000 
consisting of $4,000 base premium and $6,000 of Annual PUA premium.  
The loan will be for $25,000 paid over 5 years. 

1. The client requests a policy loan by completing the Policy Loan 
Request form.    

2. The agent/client creates two amortization schedules based on the 
current policy loan interest rate (currently 5.00%) and the desired 
loan repayment rate (example 10%)    

3. The client will arrange for a policy loan repayment using the 
amortization schedule for the 5.00% rate.  Loan repayments can be 
made monthly via electronic payment.  Each month, the clients’ 
checking account will be debited for the loan repayment. 

4. Each month, the ‘excess interest’ – the difference between the 10% 
amortization schedule and the 5.00% amortization schedule – will be 
deposited into the client’s separate checking account. 
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5. At policy anniversary, the accumulated ‘excess interest’ held in the 
clients checking account will be withdrawn and applied as an 
increase to the existing APUAR.  To do this, the agent/client will: 

a. Contact the Policy Change department approximately 3 weeks 
prior to anniversary.  State that at anniversary, the client is 
intending to “FULL PAY” the existing APUAR rider and will be 
increasing the rider to include the ‘excess interest’.  

b. The Policy Change representative will then contact our 
Actuarial department to establish the face amount of the rider 
and will ensure that the policy will comply with IRS standards in 
respect to Modified Endowment levels.  This process will take 
between 5-10 business days. 

c. After receiving the response from the Actuarial department, the 
Policy Change rep will contact the agent/client and assist in the 
completion of the Policy Change Form (6329-07).  The form 
should state that the client will “FULL PAY EXISTING PUA 
RIDER AND ADD (for the new face amount).  The client will 
complete sides A and B of the form, sign and the agent will 
return to the Policy Change department.   

d. Since the addition of premium to the APUAR rider results in an 
increase to the death benefit of the policy, Underwriting reviews 
the answers to the medical questions.  Additional evidence of 
insurability can be required and is not guaranteed.   

e. Upon approval, the client will then send in their annual premium 
that now includes the ‘excess interest’.  At each subsequent 
anniversary, the client will simply add the ‘excess interest’ from 
their separate account with the normal premium payment – no 
additional steps are required provided that the amount of 
‘excess interest’ does not exceed the amount added the 
previous anniversary.  If the client has additional amounts to 
add, simply repeat steps a-e. 
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Premiums paid other than annually – Excess Interest to APUAR in even 
payments 

Still assuming the client’s premium includes an Annual Paid-Up Addition 
Rider (APUAR), the excess interest payment will be directed towards an 
increase to the APUAR.   We’ll assume a monthly premium of $1,000 
consisting of $400 base premium and $600 of Annual PUA premium.  The 
loan will be for $25,000 paid over 5 years. 

1. The client requests a policy loan by completing the Policy Loan 
Service form.    

2. The agent/client creates two amortization schedules based on the 
current policy loan interest rate (currently 5.00%) and the desired 
loan repayment rate (example 10%)    

3. The client will arrange for a policy loan repayment using the 
amortization schedule for the 5.00% rate.  Loan repayments can be 
made monthly via electronic payment.  Each month, the clients’ 
checking account will be debited for the loan repayment. 

4. At the time of the loan, the client will apply for the increase to the 
APUAR.  To do this, the agent/client will:   

a. Contact the Policy Change department.  State that the client is 
intending to “FULL PAY” the existing APUAR rider and will be 
increasing the rider to include the ‘excess interest’.  

b. The Policy Change representative will then contact our 
Actuarial department to establish the face amount of the rider 
and will ensure that the policy will comply with IRS standards in 
respect to Modified Endowment levels.  This process will take 
between 5-10 business days. 

c. After receiving the response from the Actuarial department, the 
Policy Change rep will contact the agent/client and assist in the 
completion of the Policy Change Form (6329-07).  The form 
should state that the client will “FULL PAY EXISTING PUA 
RIDER AND ADD (for the new face amount).  The client will 
complete sides A and B of the form, sign and the agent will 
return to the Policy Change department.   
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d. Since the addition of premium to the APUAR rider results in an 
increase to the death benefit of the policy, Underwriting reviews 
the answers to the medical questions.  Additional evidence of 
insurability can be required and is not guaranteed.   

5. Upon approval, the agent/client will then complete the policy service 
form indicating the new monthly premium that now includes the 
‘excess interest’.  At each billing cycle, the clients’ checking account 
will be debited for the monthly premium amount. – No additional 
steps are required provided that the amount of ‘excess interest’ does 
not exceed the amount added the previous month.  If the client has 
additional amounts to add, simply repeat steps a-d. 

 

 

Premiums paid – Excess Interest to Single Premium PUA Rider 

Assuming the client is paying premium in any mode and does or does not 
include an Annual PUA rider, the excess interest payment will be directed 
towards a Single PUA rider.   We’ll assume a monthly premium of $1,000 
consisting of $400 base premium and $600 of Annual PUA premium.  The 
loan will be for $25,000 paid over 5 years.  ‘Excess Interest’ can be added 
to the policy at any ‘Quarter-versary’.   

1. The client requests a policy loan by completing the Policy Loan 
Service form.    

2. The agent/client creates two amortization schedules based on the 
current policy loan interest rate (currently 5.00%) and the desired 
loan repayment rate (example 10%)    

3. The client will arrange for a policy loan repayment using the 
amortization schedule for the 5.00% rate.  Loan repayments can be 
made monthly via electronic payment.  Each month, the clients’ 
checking account will be debited for the loan repayment. 

4. Each month, the ‘excess interest’ – the difference between the 10% 
amortization schedule and the 5.00% amortization schedule – will be 
deposited into the client’s separate checking account. 
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5. At any ‘quarter-versary’, the accumulated ‘excess interest’ held in the 
clients checking account can be withdrawn and applied as a payment 
to a Single PUA rider.  To do this, the agent/client will: 

a. Contact the Policy Change department approximately 3 weeks 
prior to quarter-versary.  State that the client is intending to add 
a Single PUA rider to their policy and provide the amount of the 
premium payment, i.e. ‘excess interest’ amount. 

b. The Policy Change representative will then contact our 
Actuarial department to establish the face amount of the rider 
and will ensure that the policy will comply with IRS standards in 
respect to Modified Endowment levels.  This process will take 
between 5-10 business days. 

c. After receiving the response from the Actuarial department, the 
Policy Change rep will contact the agent/client and assist in the 
completion of the Policy Change Form (6329-07).  The form 
should state that the client will add a Single PUA rider (for the 
new face amount).  The client will complete sides A and B of 
the form, sign and the agent will return to the Policy Change 
department.   

d. Since the addition of premium to the SPUAR rider results in an 
increase to the death benefit of the policy, Underwriting reviews 
the answers to the medical questions.  Additional evidence of 
insurability can be required and is not guaranteed.   

e. Upon approval, the client will then send in their ‘excess interest’ 
as payment to the SPUA rider.  As the client continues to 
accumulate ‘excess interest’ additional SPUA riders (maximum 
of 7) can be added to the policy by repeating the above steps.  
This approach can be desired if the amount of ‘excess interest’ 
is expected to vary during the course of the policy loan 
repayment. 

 

 

Page 7 of 15 
 



Premiums paid – Excess Interest to accelerate loan payoff, with extra 
payments to be added to policy SPUAR rider at conclusion of loan payoff 

Assuming the client is paying premium in any mode and does or does not 
include an Annual PUA rider, the excess interest payment will be directed 
towards a Single PUA rider.   We’ll assume a monthly premium of $1,000 
consisting of $400 base premium and $600 of Annual PUA premium.  The 
loan will be for $25,000 paid over 5 years.  

1. The client requests a policy loan by completing the Policy Loan 
Service form.    

2. The agent/client creates two amortization schedules based on the 
current policy loan interest rate (currently 5.00%) and the desired 
loan repayment rate (example 10%)    

3. The client will arrange for a policy loan repayment using the 
amortization schedule for the 10% rate.  Loan repayments can be 
made monthly via electronic payment.  Each month, the clients’ 
checking account will be debited for the loan repayment.   

4. Since the loan is going to be repaid at a rate in excess of the normal 
policy loan rate, the policy loan would be repaid prior to the 
conclusion of the 5 year amortization period assuming 5.00%.   Once 
the loan is paid in full, the client continues making the 10% loan 
repayment to their separate checking account.  Once the final loan 
payment (month 60) is made, ‘excess interest’ is added to a Single 
PUA rider.  To do this the agent/client will: 

a. Contact the Policy Change department approximately 3 weeks 
prior to any quarter-versary.  State that the client is intending to 
add a Single PUA rider to their policy and provide the amount of 
the premium payment, i.e. ‘excess interest’ amount. 

b. The Policy Change representative will then contact our 
Actuarial department to establish the face amount of the rider 
and will ensure that the policy will comply with IRS standards in 
respect to Modified Endowment levels.  This process will take 
between 5-10 business days. 

c. After receiving the response from the Actuarial department, the 
Policy Change rep will contact the agent/client and assist in the 
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d. Since the addition of premium to the SPUAR rider results in an 
increase to the death benefit of the policy, Underwriting reviews 
the answers to the medical questions.  Additional evidence of 
insurability can be required and is not guaranteed.   

e. Upon approval, the client will then send in their ‘excess interest’ 
as payment to the SPUA rider.   

 

 

Loan Repayments While Premiums Are Paid From 
Policy Values 

 

Premiums paid from policy values – Excess Interest applied to premium 

Once a client has premiums paid from policy values, the premium mode is 
annual and any existing Annual PUA rider is considered ‘Full Paid’.  We’ll 
assume an annual base premium of $4,000.  The loan will be for $25,000 
paid over 5 years.  ‘Excess Interest’ not exceeding the base premium will 
be applied to the base premium at each anniversary.   

1. The client requests a policy loan by completing the Policy Loan 
Service form.    

2. The agent/client creates two amortization schedules based on the 
current policy loan interest rate (currently 5.00%) and the desired 
loan repayment rate (example 10%)    

3. The client will arrange for a policy loan repayment using the 
amortization schedule for the 5.00% rate.  Loan repayments can be 
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4. Each month, the ‘excess interest’ – the difference between the 10% 
amortization schedule and the 5.00% amortization schedule – will be 
deposited into the client’s separate checking account. 

5. At policy anniversary, the accumulated ‘excess interest’ held in the 
clients checking account will be withdrawn and applied as a payment 
to the policy’s base premium.  To do this, the agent/client will: 

a. Complete and mail a Policy Service Form with the premium 
payment, i.e. ‘excess interest’ to MTL.  The ‘excess interest’ is 
applied to the base premium.  Any unpaid premium is than paid 
from dividends and/or policy PUA values. 

 

 

Premiums paid from policy values – Excess Interest applied to premium 
and Single PUA rider. 

Once a client has premiums paid from policy values, the premium mode is 
annual and any existing Annual PUA rider is considered ‘Full Paid’.  We’ll 
assume an annual base premium of $4,000.  The loan will be for $25,000 
paid over 5 years.  If ‘excess Interest’ exceeds the base premium, the 
amount above the base premium will be applied as a Single PUA rider.   

1. The client requests a policy loan by completing the Policy Loan 
Service form.    

2. The agent/client creates two amortization schedules based on the 
current policy loan interest rate (currently 5.00% in advance) and the 
desired loan repayment rate (example 10%)    

3. The client will arrange for a policy loan repayment using the 
amortization schedule for the 5.00% rate.  Loan repayments can be 
made monthly via electronic payment.  Each month, the clients’ 
checking account will be debited for the loan repayment. 
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4. Each month, the ‘excess interest’ – the difference between the 10% 
amortization schedule and the 5.00% amortization schedule – will be 
deposited into the client’s separate checking account. 

5. At policy anniversary, the accumulated ‘excess interest’ held in the 
clients checking account will be withdrawn and applied as a payment 
to the policy’s base premium and Single PUA rider.  To do this, the 
agent/client will: 

a. Contact the Policy Change department approximately 3 weeks 
prior to anniversary.  State that the client is intending to add a 
Single PUA rider to their policy and provide the amount of the 
premium payment, i.e. ‘excess interest’ amount over the base 
premium. 

b. The Policy Change representative will then contact our 
Actuarial department to establish the face amount of the rider 
and will ensure that the policy will comply with IRS standards in 
respect to Modified Endowment levels.  This process will take 
between 5-10 business days. 

c. After receiving the response from the Actuarial department, the 
Policy Change rep will contact the agent/client and assist in the 
completion of the Policy Change Form (6329-07).  The form 
should state that the client will add a Single PUA rider (for the 
new face amount).  The client will complete sides A and B of 
the form, sign and the agent will return to the Policy Change 
department.   

d. Since the addition of premium to the SPUAR rider results in an 
increase to the death benefit of the policy, Underwriting reviews 
the answers to the medical questions.  Additional evidence of 
insurability can be required and is not guaranteed.   

e. Upon approval, the client will then send in their ‘excess interest’ 
as payment to the base premium and SPUA rider.  As the client 
continues to accumulate ‘excess interest’ additional SPUA 
riders (maximum of 7) can be added to the policy by repeating 
the above steps.   
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Premiums paid from policy values – Excess Interest to accelerate loan 
payoff, with extra payments to be paid to base premium and/or SPUAR at 
conclusion of loan payoff  

Once a client has premiums paid from policy values, the premium mode is 
annual and any existing Annual PUA rider is considered ‘Full Paid’.  We’ll 
assume an annual base premium of $4,000.  The loan will be for $25,000 
paid over 5 years.  ‘Excess Interest’ not exceeding the base premium will 
be applied to the base premium at each anniversary.  If the ‘excess 
interest’ exceeds the base premium, the additional amount over the base 
premiums is added to a Single PUA rider.  

1. The client requests a policy loan by completing the Policy Loan 
Service form.    

2. The agent/client creates two amortization schedules based on the 
current policy loan interest rate (currently 5.00%) and the desired 
loan repayment rate (example 10%)    

3. The client will arrange for a policy loan repayment using the 
amortization schedule for the 10% rate.  Loan repayments can be 
made monthly via electronic payment.  Each month, the clients’ 
checking account will be debited for the loan repayment.   

4. Since the loan is going to be repaid at a rate in excess of the normal 
policy loan rate, the policy loan would be repaid prior to the 
conclusion of the 5 year amortization period assuming 5.00%.   Once 
the loan is paid in full, the client continues making the 10% loan 
repayment to their separate checking account.  Once the final loan 
payment (month 60) is made, ‘excess interest’ is applied to the base 
premium.  If a Single PUA rider is required, follow the steps outlined 
in the examples provided above. 
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Loan Repayments where ‘excess interest’ is applied 
as premium to an additional policy 

 

On occasion, the client will be unable to apply ‘excess interest’ to an 
existing policy, either due to underwriting limitations or MEC limitations.  It 
is also possible that the client prefer to apply the ‘excess interest’ as a 
premium payment to an additional policy, perhaps to provide for additional 
death benefit or for a policy for a family member (providing proper insurable 
interest).  In cases such as this, the agent/client can plan for such events 
by converting existing term coverage to a permanent whole life policy.  
Conversion of a term rider is not subject to underwriting providing the 
amount of resulting death benefit does not exceed the death benefit of the 
term policy or rider in place.   

Additional options include the exercising of a Guaranteed Purchase Option 
if such rider is present on the clients’ existing policy.  Again, evidence of 
insurability is not required if the amount of death benefit does not exceed 
the death benefit provided by the GPO rider. 
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Explanation of Separate Checking account 

In the above examples, a separate checking account is referenced.  This 
checking account, or any similar type account, serves as a receptacle to 
hold the payment of ‘excess interest’ until such time as the ‘excess interest’ 
can be applied to policy values.  One important benefit the checking 
account provides a client is that it can assist in the auditing process, 
something that may be beneficial to a business owner.   

 

Calculation of Policy Loan Interest 

Policy loan interest is calculated in advance, i.e., at the beginning of each 
loan.  The amount charged/added to the loan balance varies based on the 
premium mode.   

Annual or Monthly premium mode:  The prorated interest is calculated to 
the next policy anniversary.  For example, if the loan is taken midway 
through the policy year, the interest would be based on 6 months.  At each 
anniversary, additional interest is added to the policy loan balance based 
on the unpaid loan principal and unpaid interest. 

Quarterly or Semi-Annual premium mode:  Interest is calculated to the next 
billing cycle.  At each billing cycle, additional interest is added to the policy 
loan balance based on the unpaid loan principal and unpaid interest. 

When loan payoffs are received, unearned loan interest is credited back to 
the policy.  
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Appendix 

 

A. Loan Amortization Schedule (from Microsoft Excel) on $25,000 
principal at 5% over 5 years. 

B. Loan Amortization Schedule (from Microsoft Excel) on $25,000 
principal at 10% over 5 years. 

C. Loan Amortization Schedule (from Microsoft Excel) on $25,000 
principal at 5% over 5 years plus extra repayment of $59.40 per 
month. 

D. Policy Change form – example of adding premium to an existing 
Annual PUA Rider 

E. Policy Loan Request 

F. Policy Change form – example of adding a Single PUA Rider. 

G. Example of a letter to apply ‘extra interest’ to premiums and pay 
balance of premiums from policy values. 
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