1 SYSTEM AND METHOD FOR ENHANCI NG THE RETURN OF AN
ASSET ACCUMULATI ON PRODUCT FI ELD OF THE | NVENTI ON
[ 0001] The present invention enhances the return or
yield of an asset accunul ation investnent upon the
occurrence of an adverse pefksonal event, such as an
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[0004] Asset accumulation products may be advantageous to an individual investor when
compared with other possible investments, particularly from a tax perspective. The investor
is typically taxed in connection with the product only when the financial company makes
payments or if the investor withdraws funds from the account. As such, the yield on an asset
accumulation product is tax-deferred. Unlike other government qualified tax-deferred plans,
however, the income used to fund the premiums for an asset accumulation product is
typically not deductible from an individual’s income tax. For this reason, however,
governments typically do not impose income restrictions on the amount that may be placed in
asset accumulation products. Asset accumulation products thus offer an additional
opportunity for tax-deferred investing for individual investors with high incomes or who have
reached their contribution limits in other government qualified tax-deferred plans.
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The financial company further offers an insurance rider, which if purchased, is attached to the
product and guarantees an enhanced yield for the product upon the occurrence of a
predetermined event. The rider premium is substantially lower than the premium or
premiums for the product. In an embodiment of the invention, premium or premiums for the
rider are paid along with the base policy premium, whether single or annual.

[0010] The base yield of the product may be fixed or variable, and the enhanced yield is
determined as an increase to the base yield, which increase also may be fixed or variable. In
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[0015] Exemplary embodiments of the invention are given below with reference to the

lme

drawings, in which:

FIG. 1 is a flowchart illustrating a prior art process of issuing an asset accumulation
product and a conventional rider;

FIG. 2 is a flowchart illustrating the inventive process of issuing an asset
accumulation product along with a yield-enhancing rider and/or a conventional rider; and

FIG. 3 illustrates a simplified example of an asset accumulation product that

compares the yield of the product in various scenarios.
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[0019] The enhanced-yield rider permits an individual to hedge against predetermined
events for which financial and insurance companies have long provided insurance. Insurance
companies are practiced in the art of spreading of risk based upon actuarial data, and
commonly provide insurance for events such as accidental death, dismemberment, serious
illness, and/or the disability of an individual to perform an occupation. Consequently, the
financial company may offer an enhanced-yield rider to an individual that is based on any of
these insurable events (a “triggering event”). Likewise, certain events, such as preexisting
conditions or bioterrorism, may be excluded from the enhanced-yield rider.

[0020]  Upon an individual selecting a “conventional” rider, as illustrated at decisional 13,

the financial company issues the asset accumulation product, step 14, and the conventional
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individual. A further optional benefit of the rider may waive any surrender charge associated
with a withdrawal of funds from the product prior to maturity. By coupling at least a portion
of the advantages of a conventional rider, such as a lump sum benefit, with the advantages of

the enhanced yield rider, the invention offers yet a further improvement over the prior art.
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[0030] FIG. 3 illustrates a simplified example of an asset accumulation product 20 that

compares the yield of the product in a first scenario 21, in which no triggering event occurs
during the term of the product, and a second scenario 26, in which a triggering event occurs
after four years into the term of the product. In this example, the product 20 is a ten

thousand dollar ($10,000) single premium annuity with a ten-year maturity. The annuity



i ndividual . A further optional benefit of the rider

may wai ve any surrender charge associated with a

wi t hdrawal of funds fromthe product prior to
maturity. By coupling at |east a portion of the
advant ages of a conventional rider, such as a lunp sum
benefit, with the advantages of the enhanced yield

rider, the invention offers yet a further inprovenent
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prem um rider if a sin
[0034]pr e %,suﬁfqagllb gppje@@pd,tth@ elﬁgg@eckﬁqglgg&er casubptantia qu increase the
value ¢Y dn@is§bR bt BARAYHBRE.. ARRYEHGhe eidmﬂ@ bERICG B ded hof ifN@strate
W R R
art wilbdecomtize that dnaipdi@idual’s wealth can be substantially increased, particularly when
compared with a conventional rider, by increasing the yield of the product upon a triggering
event. The magnitude of the increase may be further increased depending on the tax code of
the investor’s governing jurisdiction.
[0035] It will be apparent that further modifications may be made to the invention, and
that some or all of the advantages of the invention may be obtained. Also, the invention is
not intended to require each of the above-described features and aspects or combinations
thereof. In many instances, certain features and aspects are not essential for practicing other



i ndependently fromthe base product. [0029] In order

to mnimze the risks associated with the enhanced

yield rider, a preferred enbodi nent of the invention

contenpl ates a maxi mumterm for the base plan, and

consequently, a maxi numterdmfor the enhanced yield

rider. In a highly preferred enbodinent, this maxi num

termfor both. instruments is 10 years. Likew,se . in a
features Al asnests. TORIRETHEREIHd o bF Hiptiedivy ihe prRends Elfmsgnd
equiva¥dn@ tHerebf] €ince R LS afcinterlfd foalvEd dthéroRgiatoind n@ifications

m nj nu d X]. age, e.g., 16 and 59,
eventl?°é’§bé‘8{nwagﬂ“)}gglf Bg%g]]sc °G. 3 illustrates a sinplified
exanpl e of an asset accunul ati on product 20 that
conpares the yield of the product in a first scenario
21, in which no triggering event occurs during the
termof the product, and a second scenario 26, in
which a triggering event occurs after four years into
the termof the product. In this exanple, the product
20 is a ten thousand dollar ($10,000) single prem um
annuity with a ten-year maturity. The annuity 7
further provides for a two percent (2% guaranteed
yi el d and, based upon hypothetical conditions, a
"current" crediting yield of four percent (4% . This
exanple is sinplified for purposes of illustration
and may not represent the performance of an actua
annuity. [0031] In each scenario, the enhanced yield
rider offers an automatic enhancenent of fifty basis
points (50 bps) to the product's crediting yield in
the first year of the term see reference nunerals 24
and 30. This enhancenent is made regardl ess of the
occurrence of a triggering event. In contrast, the
conventional rider offers no enhancenent to the yield
of the product in the first year or otherw se, see
reference nunerals 22 and 27. [0032] In the first
scenario 21, the individual does not suffer a
triggering event. The value of an asset accumnul ation
product at maturity with a conventional rider will be
$14,802, reference nunmeral 23, which value is
cal cul ated as the ten thousand doll ar investnent
compoundi ng at a four percent rate over a ten-year
period. In contrast, the value of an asset
accumul ati on product at maturity with an enhanced
yield rider will be $14,874, reference nuneral 25.
This value is larger than the conventional val ue due
to the added fifty basis points in the first year.
[0033] In the second scenario 26, the individua
suffers a triggering event after four years into the
product's term For the conventional rider, which does
not affect the yield of the



product, the value of the asset accunul ati on product

at maturity will be $14,802, reference nuneral 29,
which is the sane as if no triggering event had
occurred, reference nuneral 23. 1In contrast, the

val ue of an asset accunul at3 on product at maturity

with an enhanced yield rider will be $18, 653,

reference nuneral 32. This value is calculated as the
WHATR ChOIMERIS: dol | ar i nvest ment growing at a four and

a half percent interest rate (four percent plus fifty

sis points).for the first year he term fol
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conventional rider due to a triggering event, persons
2. skiThe methbdef clain 1y whdreihebobase Zéeld Batariable.
i ndividual's wealth can be substantially increased,
particularly when conmpared with a conventional rider,
B3 i ncFhsampthgd pfielaiph &) whestinttheingressiiottheipasn yield ranges from
betwed i3 h A% t@ﬁ@@hundﬁl?bzﬁ?sﬁgﬁﬁtyde of the increase may
further increased endi ng on the tax code of the
|nvestor S governi ng Jurlsdlctlon [0035] It wll be
appar G'I‘lie hbRbd bPElbie ], WRdtkihitB@pleaatSmimBYd BrentRA@ dcidediel death
¢ 'I‘ﬂ‘ vent and that sone or all of the advantages of
of an ipdjxidugl; entl on may be obtained. Also, the invention is
not intended to require each of the above-described
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9. WHAT IS CLAIMED IS: 1. A nethod for issuing

than thg bakey oK
15 WEWHBNt, the nethod conprising the steps of:
i ssui ng an asset accunul ati on product to an individual

er of T RaUp BEORHTE N Bbinhe ik RRCc RISy TRTRrBLATHUR
paymenheff a/jugpagunpbenefisupapethe pequyrenegef the predetermmed event.

8. The method of claim 1 further comprising the step of increasing the base yield
independently of whether the predetermined event occurs.

9. The method of claim 8, wherein the independent increase ranges from between

ten to sixty basis points.

10. A method for issuing financial instruments, the method comprising the steps
of issuing an asset accumulation product, which product returns a yield on an investment, and



i ssuing an insurance rider to the individual in
exchange for paynent of at |east one rider premum
wherein the insurance rider guarantees an increase to
the base yield of the product upon the occurrence of
a predeterm ned event. 2. THe nethod of claim1,
wherein the base yield is variable. 3. The nethod of
. . claiml, wherein the increase to the base yield ranges,
issuing 3 geer theltanaentach pe cHgmItodhe yisld on /e Anysaiesnt By gpsedetermined
amoun® Qp&Y the ofcurtdiBe GBS PRUctefmitbdbyent, Wherein the
predeterm ned event is an accidental death of an
i ndividual. 5. The method of claim 1, wherein the
plledet Eieninathdd ey elaim i 6, wiedreia tisdintreass tb e yigidamnthe investment
ksting..of an Jindividual's dental death or
ranges T bENCER ufte Albdr o EtRboaBEEHERRID, Lod”sever i 1y,
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sum benefit upon the occurrence of the predetermn ned
event. 8. The nethod of claim1 further conprising the
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. r 110 p t hod
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predet¢nminedovenegsurst en to si xty basis points. 10. A met hod
for issuing financial instrunments, the nethod
conprising the steps of jissuing an asset .accunul ati on
pFoduchn inghraspe pAeRseaciated with an gssgt aocamylatign product, which
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event. pr edet erm ned event. 11. The nmet hod of claim 10,
wherein the increase to the yield on the investnent
ranges from between three hundred to five hundred
bksi s Pas inswancezideThEclaim hédvistrein the preddermihed amennt e
variabll edet erm ned event is selected fromthe group
consi sting of an individual's accidental death or
di snmenbernent, an illness of predeterm ned severity,
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jon. 13, T hod of claim10, furth
fom e8FGsR MR fundids 85 RS PH (he i ol on

17.  The insurance rider of claim 14, wherein the predetermined event is an

accidental death of an individual.

18.  The insurance rider of claim 14, wherein the predetermined event is selected
from the group consisting of an individual’s accidental death or dismemberment, an illness of

predetermined severity, and the disability to perform a predetermined occupation.

19.  The insurance rider of claim 14, wherein the rider further guarantees payment

of a lump sum benefit upon the occurrence of the predetermined event.
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rance r%%@r of claim 14, wherein the
Rt*fanges from between three

dred to five hundred basis points. 17. The

urance rider of claim 14, wherein the predeterm ned
nt is an accidental death of an individual. 18.

i nsurance rider of claim14, wherein the
determ ned event is selected fromthe group
sisting of an individual's accidental death or
menbernent, an illness of predeterm ned severity,
the disability to performa predetermn ned
upation. 19. The insurance rider of claim1l4,

rein the rider further guarantees paynent of a

| unp sum benefit upon the occurrence of the

pre

deternmi ned event. 11 20. The insurance rider of

claim 14, wherein the rider further guarantees paynent

of
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t he

an increased yield on the investnent for a
determ ned period of tine independently of whether
predet ermi ned event occurs.





