
Education Supplement
Whole life insurance as part of your college funding strategy

Saving for college is a top financial goal for millions of families. There are a 
number of ways to save, and it’s never too early to start. As parents, protecting 
your family’s income with life insurance is also an important responsibility. 

A whole life insurance policy can be an  
effective way to protect your family, and also 
help protect and supplement many traditional 
college funding strategies. The following 
example illustrates how a whole life policy  
can help you make your college savings  
goals a reality.

Bob and Carla 
 
Quick Facts: They want to help their 
daughter with college expenses. 
 
Case Summary: Bob and Carla bought 
whole life insurance to protect their 
family’s income. Could the policy 
help them achieve other goals –  
like paying for college?



They also started saving as much as they could 
to help Lisa pay for college. When 529 plans 
were introduced, they opened one for Lisa and 
moved their savings into it. They liked that the 
plan offered equity-based investment options 
with tax advantages when the money is used 
for qualified education expenses. 

In 2007, Lisa graduated from high school and 
headed off to a small private college. It was 
expensive, and they didn’t qualify for financial 
aid. By that time, their 529 plan balance was 
enough to cover expenses for the first three 
years. Once the 529 plan was depleted, their 
plan was to pay the remaining expenses with 
student loans.

The first thing she suggested was for Bob and 
Carla to protect the income and benefits they 
each provide for the family with life insurance. 
Bob and Carla reviewed their options and 
decided to purchase whole life policies issued 
by Massachusetts Mutual Life Insurance 
Company (MassMutual) because:

• They provide permanent life insurance 
with guaranteed level premiums.

• The policies build cash value that will 
increase each year.

• They would be able to access their cash 
value on a tax-advantaged basis1 and use it 
for any reason, such as emergencies or to 
supplement their retirement income.

• MassMutual’s participating whole life 
policies are eligible to receive dividends.2

How Lisa’s Parents  
Saved and Paid For College

The decision to purchase life insurance should be based on long-term financial goals and the need for a death benefit.  
Life insurance is not an appropriate vehicle for short-term savings or short-term investment strategies. While the policy 
allows for loans, you should know that there may be little to no cash value for loans in the policy’s early years.
The information provided is not written or intended as specific tax or legal advice. MassMutual, its subsidiaries, employees 
and representatives are not authorized to give tax or legal advice. Individuals are encouraged to seek advice from their own 
tax or legal counsel. 
1 Distributions under the policy (including cash dividends and partial/full surrenders) are not subject to taxation up to the 

amount paid into the policy (cost basis). If the policy is a Modified Endowment Contract, policy loans and/or distributions  
are taxable to the extent of gain and are subject to a 10% tax penalty if the policyowner is under 59½.

 Access to cash values through borrowing or partial surrenders will reduce the policy’s cash value and death benefit, increase 
the chance the policy will lapse, and may result in a tax liability if the policy terminates before the death of the insured. 

2 Dividends are not guaranteed.

NOT A BANK OR CREDIT UNION DEPOSIT OR OBLIGATION • NOT FDIC OR NCUA INSURED •  
NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY • NOT GUARANTEED BY ANY BANK OR CREDIT UNION

The only real financial planning Bob and Carla had done was contributing to 
their 401(k)s – and then they had Lisa. They knew there was more they should 
be doing, so they turned to a financial professional for guidance.



3 Loan interest is charged when a policy loan is taken. If you take additional policy loans to pay loan interest, your policy’s  
cash/account value will be reduced. At some point, no policy values may be available to pay additional loan interest and out-
of-pocket payments will be required to prevent the policy from lapsing. Failure to pay out-of-pocket amounts will result in the 
loss of life insurance coverage and a tax liability in the year of lapse.

Suddenly They Needed a Back-Up Plan 
After Lisa’s freshman year, the markets crashed and their 529 plan lost nearly 
40% of its value. Anticipating that their savings would now run out early, 
Bob and Carla considered taking student loans to make up the difference. 
Borrowing would mean that Lisa could have loan payments of $750 or more 
per month after graduation. Bob and Carla felt it would be too much of a 
financial burden for someone just starting out.

Bob and Carla thought about borrowing 
against their own assets. However, their 
retirement account values were down as  
much as their 529, and their home equity  
was all but eliminated by the recession. 

Again, they turned to their financial 
professional. She reminded them about  
their whole life insurance.

 “Have you considered your whole life 
insurance? Your policies’ cash value 
has continued to grow as guaranteed, 
even during the recession. This may be a 
better option than taking loans from your 
retirement accounts while they are down.

 You’ve purchased additional paid-up 
coverage and cash value with the dividends 
you received. That paid-up insurance could 
be surrendered income tax free.1 Then, if 
you need additional money, you can take 
loans from the policies. Policy loans don’t 
have fixed repayment schedules,3 and that 
may give your family the flexibility you are 
looking for.”

Bob and Carla had forgotten they could  
use their whole life policies’ cash value  
to help pay for college. After considering  
the alternatives, they decided to use their  
whole life insurance cash values to pay  
Lisa’s remaining college expenses.

Lisa graduated in 2011. She got a great job 
shortly thereafter and has been helping her 
parents repay their policy loans. Bob and 
Carla never expected to use their whole life 
insurance cash value to help pay for Lisa’s 
college education. However, after the markets 
crashed, their policies offered a valuable 
source of funds to make Lisa’s degree possible. 

Contact your financial professional 
today to see how participating whole 

life insurance may be a valuable 
addition to your college savings plans.
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Since 1851, our business decisions have been guided  
by our customers’ needs. Today, we offer a wide range 

of financial products and services to help people  
secure their future and protect the ones they love.

Learn more at www.massmutual.com


