Experience
the Power of
Collaborative
Thinking

G

ANNUVUITIES & LIFE

Fixed Indexed
Universal Life
Insurance 101

Page 1 of 8




In this guide you’ll discover how fixed indexed
universal life (FIUL) insurance works. You’'ll

be provided with an overview, key terms, and
specifics on how the policy gets credited interest.

What is Fixed Indexed Universal
Life Insurance?

Fixed indexed universal life insurance (FIUL) is permanent life
insurance that offers death benefit protection when death occurs.
Like other forms of permanent life insurance, the premium payments
may earn interest and grow the cash value of the policy. What
differentiates FIUL from other permanent life insurance is the way
interest is credited to the policy. In addition to offering a traditional
declared interest rate, FIUL also offers the ability to earn interest
that is linked to the movement of a selected underlying stock market
index over a specific period of time.

Index allocation and credits

When premium is allocated to a particular index selection, an index
segment is created and an Index period begins. Each premium has
its own segment and each Index segment receives its own index
credit (if any) on the index crediting date, when an index period
ends (typically one year after the index period begins). The amount
credited is based on the index change of the allocation options that
are chosen and may be subject to the index participation rate, the
index cap rate, index spread rate and the index floor rate. The index
credit will never be less than 0.25%.

Key points

J

J
J

J

The interest rate credited to
the policy’s index account
value is based on the
performance of the index
or indexes chosen and will
never be less than 0.25%.

The premiums are

not invested in any
stocks, bonds, or equity
investments.

The index performance
does not include dividends
on the stocks that make up
each index.

The premium allocation to
an index selection does not
represent an investment in
any index or market.

Note, index segments automatically renew for another index period unless you request a transfer. If
premiums are received on the same day as the beginning of an index period, they will be rolled into the

same index segment.

F&G FIUL’s contain an annual reset design. This means that each year’s credited interest is locked in on
the index crediting date and a new starting point is determined, which is called the “annual reset.” This

allows for us to create a lower index start if the market has negative returns. Meaning that for the policy to
work it only needs to gain in interest, it does not need to get back to where it was before. The chart on the
next page shows the annual reset, with the index crediting option representing the purple line and the S&P
500® index as the green line. Where the green line decreases the purple line holds steady, resetting our
starting point and maintaining interest earned.
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How does index crediting work?
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Uses 12/15 S&P 500° closing value each year. If 12/15 falls on a weekend, then uses the next business day. This example is hypothetical,
non-guaranteed and is not an indication of the policy’s past or future performance.

Index calculation examples

An index cap rate is the maximum interest rate that is used in the calculation of the index credit. The
index cap rate will be declared for each index segment in advance of each index period. It will never

mdm be less than the minimum index cap rate shown in the policy. (Some index crediting option selections
are available without any cap, which means there is no maximum limit on the interest rate.)

An index participation rate is the portion of the index change that is used in the calculation of the
index credit. The index participation rate will be declared for each index segment in advance of
each index period, but it will never be less than the minimum index participation rate shown in the

policy.

spread rate will be declared for each index segment in advance of each index period. It will never

3 An index spread rate is a percentage that will be deducted from the gross index return. The index
be more than the maximum index spread rate shown in the policy.

An index floor rate is the minimum interest rate that is used in the calculation of the index credit.
’l The index floor rate is declared for each index segment in advance of each Index period, and is
guaranteed to never be less than 0.25%.

For financial professional use only. Not for use with the general public. ADV3678 (01-2023)
Page 3 of 8 Fidelity & Guaranty Life Insurance Company Rev. 12-2024 24-1489



Annual point-to-point We measure the starting index compared to 12 months later at
. . the ending index.
with index cap rate
® Assumed index cap rate = 12%
® Assumed participation fate 100%
e Beginning index value = 3,400
e Ending index value = 3,900

Divide the ending value by the beginning value then
subtract 1.

» 3,900/3,400 - 1 =14.70%
» 14.70% > 12% cap rate
Subtract guaranteed interest previously credited
» 12% - 0.25% = 11.75%
» Interest credit = 11.75%

Annual point-to-point ® Participation rate: 150%
with index e Beginning index value = 3,400
participation rate e Ending index value = 3,900

Divide the ending value by the beginning value then

subtract by 1.
» 3,900/3400-1=14.70%
» 14.70% x 150% = 22.05%
Subtract guaranteed interest previously credited
» 22.05% - 0.25% =21.80%
» Interest credit = 21.80%

Annual point_to_point Par’IICIpatlon rate: 100%

with spread e Nocap rate
e Spread =1.5%

e Beginning index value = 3,400
e Ending index value = 3,900

Divide the ending value by the beginning value then
subtract by 1.

» 3,900 /3400 -1=14.70%
» 14.70% - 1.5% = 13.20%
Subtract guaranteed interest previously credited
» 138.20% - 0.25% = 12.95%
» Interest credit = 12.95%
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Loans ¢ Variable loans: 5% or 5.5% guaranteed maximum variable loan
rate

Participating loan = the loaned amount still participates in
the upward movement of the index

» 12% index change, 5% loan interest, yields a net 7% gain
on the loan.

» 3% index change, 5% loan interest, yields a net -2%
charge on the loan.

Fixed loans: 2% net charge in years 1-10, 0% net charge in
years 11+ for preferred loans

0% net charge loans are commonly referred to as “wash
loans”

¢ Built in Overloan Protection Rider to ensure coverage stays in
force for the long-term

Partial and After the first policy year, withdrawals from a policy’s surrender

value may be made with a $25 charge for each partial withdrawal.
full surrenders
Withdrawals and loans are deducted from the account value.

The minimum partial withdrawal is $500. Partial and full surrenders incur surrender charges. A portion
of the policy’s value can be withdrawn surrender charge free,
please refer to the individual policy guide for more details.

Surrender charges The surrender charges vary by gender, risk class and age at issue.
If coverage is increased, a new 15-year surrender charge period
— with potentially different surrender charges — applies, based on
the amount of the increase in coverage. The surrender value of the
policy is the total account value less any outstanding loans, and
the surrender charge.

Exam-Free' Issue ages: 0-60 Issue face amount: Through $1,000,000°

Underwriting A paramedical exam should not be ordered for applicants in the
Exam-Free' program.

" Policy approval is determined by a review of medical and personal history on the
application, and may be subject to additional underwriting requirements at the discretion
of F&G. Certain age and face amounts are excluded from Preferred consideration, and are
subject to cap and participation rate adjustment. Review F&G Underwriting Guidelines for
additional details.

2 For applicants who are not U.S. citizens or not Permanent Resident Cardholders,
maximum Issue Face Amount for Exam-Free Underwriting: $300,000. In Puerto Rico,
exam-free underwriting is available for applicants age 0-45 who are applying for less than
$150,000.
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Accelerated benefit riders

These riders provide for an accelerated payment of proceeds if the Insured becomes terminally ill in the
case of the Terminal lliness Accelerated Death Benefit Rider, critically ill in the case of the Critical lliness
Accelerated Death Benefit Rider or chronically ill in the case of the Chronic lliness Accelerated Death
Benefit Rider. The Insured can use the benefits to fit their individual needs; whether to help cover medical
costs, provide a replacement income, or help manage other expenses.

How do these riders impact the policy?

If the Insured accelerates 100% of the death benefit under the policy and any qualifying term life
insurance rider covering the Insured, the policy and all attached riders will no longer be in effect as the
Insured will have accelerated the full death benefit value. If the Insured accelerates less than 100% of

the death benefit under the policy and any qualifying term life insurance rider covering the Insured, the
death benefit in effect under the policy and any qualifying term life insurance rider covering the Insured
will be reduced. The reduction is equal to the policy and term life insurance death benefit multiplied by the
accelerated ratio. The account value, any minimum required premium, and target premium will be reduced
by the same percentage. If the policy has a loan balance some of the accelerated benefit would be used
to pay off a pro-rata portion of the loan.

The following table is a sample of what the policy would look like after a 25% acceleration.

Before After

Face amount $100,000.00 $75,000.00
Account value $4,500.00 $3,375.00
Surrender charge $2,000.00 $2,000.00
Cost of insurance rate 0.05 0.05

Cost of insurance $4.77 $3.58

Unit expense charge 1.00 1.00

Unit expense charge $100.00 $75.00
Loan balance $1,000.00 $750.00
Surrender value $1,500.00 $625.00
Monthly no-lapse $100.00 $75.00

" May increase the likelihood that the surrender value will be insufficient to cover the monthly mortality costs and expense charges unless
additional premium is paid. If additional premium is not paid, the policy may terminate. Please see the policy for details.

If you want to learn more about these riders and what is covered,
check out our Living Benefits Brochure.
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https://assets.fglife.com/is/content/fglife/ad-reviewed-materials/adv/adv2200s/ADV2280%20Accelerated%20Death%20Benefit%20Riders-Consumer%20%28CB%29.pdf
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Please reach out to Life.Sales@fglife.com
to gain access to your exclusive agent

resource site today!

“F&G” is the marketing name for Fidelity & Guaranty Life Insurance
Company issuing insurance in the United States outside of New
York. Life insurance and annuities issued by Fidelity & Guaranty Life
Insurance Company, Des Moines, IA.

Surrenders, withdrawals and loans will reduce available death
benefit and may be subject to surrender charges. Surrenders and
withdrawals beyond basis may be taxable income and subject to
penalties if taken prior to age 59 %.. Excessive and unpaid loans will
reduce policy values and may cause the policy to lapse. In order

to receive favorable tax treatments on distributions made during
the lifetime of the Insured (including loans), a life insurance policy
must satisfy a 7-pay premium limitation during the first seven policy
years. A new 7-year limitation will be imposed after certain policy
changes. Failure to satisfy this limitation would cause your policy to
be considered a Modified Endowment Contract (MEC).

Indexed interest rates are subject to a cap, spread and/or
participation rate. These rates are subject to change at the
discretion of Fidelity & Guaranty Life Insurance Company.

Please review the policy for premium details. If premiums are not
paid, as scheduled, the policy may terminate or may increase the
likelihood that the surrender value will be insufficient to cover the
monthly mortality costs and expense charges unless additional
premium is paid.

It is important to note that when the declared participation rate is
greater than 100% and the index change percentage at the end of
the index term period is 0 or negative, no index interest credits will
be applied to the account value.

The example is hypothetical, non-guaranteed and is not an
indication of the policy’s and/or interest crediting option’s past or
future performance.

Policy approval is determined by a review of medical and personal
history on the application and may be subject to additional
underwriting requirements at the discretion of F&G. Review Fidelity
& Guaranty Life Insurance Company Underwriting Guidelines for
additional details.

For applicants who are not U.S. citizens or not permanent resident
cardholders, the maximum issue face amount for exam-free
underwriting is $300,000. In Puerto Rico, exam-free underwriting
is available for applicants age 0-45 who are applying for less than
$150,000.

The “S&P 500 Index” 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 Fidelity & Guaranty Life Insurance
Company. Standard & Poor’s® and S&P® 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”); These trademarks
have been licensed for use by SPDJI and sublicensed for certain
purposes by Fidelity & Guaranty Life Insurance Company. These
Life Insurance products are 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.
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