
• Looking to leave a significant  
inheritance to their son and daughter

Meet John 
and Mary

Legacy planning with cash 
value life insurance
Using today’s tax laws to build a legacy for tomorrow

The last two tax acts have created significant opportunities 
for transferring wealth to future generations. First, the 
American Taxpayer Relief Act of 2012 increased the lifetime 
exemption to $5,000,000 per person ($10,000,000 per 
married couple). The law allows families to transfer 
significant amounts of wealth to children and grandchildren 
before triggering any transfer taxes.

This amount was indexed for inflation and stood at 
$5,490,000 in 2017. More recently, the Tax Cut and Jobs Act 
provided a temporary $5,000,000 increase on top of this 
inflation indexed amount. It stands at $11,400,000 in 2019. 
However, that increased amount will reset after 2025 to the 
$5,000,000 indexed for inflation.

Although the increased amount is exceptionally large (the 
largest in gifting history under the Tax Code) even 
$5,000,000 per individual offers an extraordinary ability to 
transfer wealth. The law allows families to transfer 
significant amounts of wealth to children and grandchildren 
before triggering any gift or estate taxes.

Transferring assets into a trust for your family can move 
decades of growth out of your estate for their benefit. 
And, where you have a life insurance need, these gifts can 
be leveraged with life insurance death benefits. Even if 
you are older, and possibly uninsurable, Equitable 
Financial’s creative financial underwriting may help make 
this planning possible.

The situation

John and Mary have the option to move millions of dollars 
in assets into a trust for their children and grandchildren. 
They know the assets can grow in the trust for decades for 
their family’s benefit, but can they do more?

The strategy

Their insurance advisor shows them how they can create a legacy for future generations by 
taking advantage of the current tax laws, using a trust to protect the assets from creditors, 
and using life insurance to help leverage the benefits for their family. A cash value life 
insurance product can enhance the planning. See the chart on the next page to see how 
this was accomplished.

Client profile:

• You want to pass an inheritance to your children, 
grandchildren or later generations.

• You might be uninsurable, but need life insurance  
for wealth transfer.

• You might want to diversify and leverage your  
trusts with life insurance.

As the gift tax stands today

2017 2019 2026

Exemption $5,490,000 $11,490,000 $5,490,000*

*Exemption indexed for inflation.



The trustee splits the gift into two parts:
• $3,000,000 is held for near term needs.
• $7,000,000 is used for life insurance needs.

The liquid portion allows the trustee to make 
distributions and loans today.

The life insurance component allows the trustee to 
leverage the funds so there are future funds to benefit 
the family.

Policy cash surrender values may also offer a source of 
cash to make loans.

You can use some of the gift to the trust to buy life 
insurance on yourself or your family.2

John and Mary
gift $10,000,000 into a 
trust for their children, 
grandchildren and, 
depending on the state, 
even later generations.1

Dynasty trust
Trustee uses the 
$10,000,000 gift for the 
benefit of the children 
and grandchildren. The 
trustee can make 
distributions to the 
grandchildren, but can 
also make loans to all of 
the generations. In effect, 
John and Mary have 
created a family bank.

$3,000,000 used for current and anticipated liquid needs

$7,000,000 used to buy life insurance

John and Mary’s family bank

The power of cash value

For an effective family bank plan, you would also want to use 
a policy with strong cash values to offer the trustee more 
flexibility if he or she wanted to access the policy to make 
loans or distributions to trust beneficiaries. Policy values 
may be maximized by paying premiums that are at or near 
the limits set by the Internal Revenue Code. The limit is 
commonly described as the “7-Pay” premium, which is the 
most premium you can pay into a life insurance policy over a 
7-year period of time. This approach allows you to 
accumulate the highest amount of cash value possible in 
your policy and can help provide flexibility to your trust.

Financially underwriting a  
legacy if you are uninsurable

What if you are uninsurable? With Equitable Financial,4 

you can still provide a life insurance benefit to your family 
through family underwriting. How does it work?

• If you are 70 or older or you are uninsurable.

• If you have an established estate plan in place that 
provides for your children and grandchildren.

• If insurance is purchased on one generation, up to 50% of 
the death benefit can also be purchased on your children.3

1 Depending on how the gifts and trust are structured, you may incur taxes. If you exceed your lifetime exemptions or annual exclusion amounts, gift taxes may be triggered.  
If cash and non-life insurance assets remain in the trust, some portion of the growth on those assets may be subject to income taxes. Work with a financial professional to 
help address the structure that works best for you.

2 The amount of life insurance you can purchase, and which type of policy, will vary from client to client. Work with your life insurance professional to determine the best 
policy for you and your specific needs. How much life insurance you can purchase will depend on many factors, including medical and financial underwriting.

3 Family underwriting is individually considered based on numerous factors. It will depend on the age and health of the first generation, evidence of an established wealth 
transfer plan and verification of a client’s net worth. Minor children can be insured up to an amount based on their parent’s death benefit. This amount may vary based on 
state laws. If minor children are underwritten based on their parent’s death benefits, then all children must be underwritten and children cannot be selected. The total 
amount of death benefit will depend on all facts and circumstances based on all underwriting and new business guidelines.

Are you medically uninsurable?

Equitable Financial can help you plan for your family 
needs and provide security for future generations.4



How could family underwriting work for John and Mary’s family?

Generation Two Generation Three Premium
Generation Two 
death benefit

Generation Three 
death benefit

Son — Henry $375,000 $11,000,000

Grandchild — Jeff $50,000 $4,000,000

Grandchild — Joan $50,000 $5,000,000

Daughter — Sandra $375,000 $13,000,000

Grandchild — Liz $50,000 $5,000,000

Grandchild — Ken $50,000 $5,000,000

Grandchild — Holly $50,000 $5,000,000

TOTALS $1,000,000 $24,000,000 $24,000,000

Under this design, 
$3,000,000 remains 
liquid for loans to all 
beneficiaries and 
distributions to the 
grandchildren.

Under this design, $7,000,000 is used for life 
insurance on the children and grandchildren, with 
premiums paid over 7 years. This “7-Pay” 
approach is used to maximize policy cash values 
that can be used to loan or distribute money to 
trust beneficiaries.

On Generation Two’s 
death, an additional 
$24,000,000 is 
available for loans to all 
beneficiaries and 
distributions to the 
grandchildren.

On Generation Three’s 
death, an additional 
$24,000,000 is 
available for loans to all 
beneficiaries and 
distributions for future 
generations.

We show an example 
with a couple using 
$10,000,000 of their 
gift tax exemption, but 
gift whatever amount 
you and your family are 
comfortable gifting.

The policy premium, cash value and death benefit amounts used for this case are intended only to help demonstrate the planning concept discussed and not 
to promote the sale of a specific product. The amounts are broadly representative of rates that would apply for a policy of this type and size for insureds of 
good health in the ages mentioned. To determine how this approach would work with your clients, individual illustrations should be prepared or requested 
for your review. If different rates were used, there might be significantly different results.

Even without any asset growth, $51,000,000 
is now available to future generations from 
the initial $10,000,000 gift.

Key reminders:

• Gift what you can afford to gift today to take advantage of the 
tax laws. You can create a legacy for future generations.

• The large up-front funding of the life insurance policies builds 
cash values that can be used for loans to the children’s 
generation, even before a death benefit is received.
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References to Equitable in this brochure represent both Equitable Financial Life 
Insurance Company and Equitable Financial Life Insurance Company of 
America, which are affiliated companies. Overall, Equitable is the brand name 
of Equitable Holdings, Inc. and its family of companies, including Equitable 
Financial Life Insurance Company; Equitable Financial Life Insurance Company 
of America; Equitable Advisors, LLC (member FINRA, SIPC) (Equitable Financial 
Advisors in MI and TN); and Equitable Distributors, LLC. The 161-year history 
reference applies exclusively to Equitable Financial Life Insurance Company.

Equitable Financial, Equitable Network and Equitable Distributors do 
not provide legal or tax advice. Clients should consult their own 
advisors regarding their individual circumstances.

The Return of Premium Rider and the Long-Term Care ServicesSM Rider are 
available at an additional cost, and do have restrictions and limitations. Be sure 
to review in detail with your financial professional before making a decision.

Please be advised that this document is not intended as legal or tax advice. 
Accordingly, any tax information provided in this document is not intended or 

written to be used, and cannot be used, by any taxpayer for the purpose of 
avoiding penalties that may be imposed on the taxpayer. The tax information 
was written to support the promotion or marketing of the transaction(s) or 
matter(s) addressed, and clients should seek advice based on their particular 
circumstances from an independent tax advisor.

Life insurance is issued by Equitable Financial Life Insurance Company, New 
York, NY 10104 or Equitable Financial Life Insurance Company of America, an 
Arizona stock corporation with main administrative office in Jersey City, NJ; 
and is co-distributed by affiliates Equitable Network, LLC (Equitable Network 
Insurance Agency of California in CA; Equitable Network Insurance Agency of 
Utah in UT; Equitable Network of Puerto Rico, Inc. in PR) and Equitable 
Distributors, LLC. Equitable Financial Life Insurance Company of America is 
not licensed to conduct business in New York and Puerto Rico. When sold by 
New York state-based (i.e., domiciled) financial professionals, life insurance 
is issued by Equitable Financial Life Insurance Company.

Life Insurance Products: • Are Not a Deposit of Any Bank • Are Not FDIC Insured • Are Not Insured by Any Federal Government Agency  
• Are Not Guaranteed by Any Bank or Savings Association • May Go Down in Value

Why Equitable? 

Our dedicated, expert team of Advanced Markets specialists 
meets the changing needs of clients by offering custom-
designed advice and actionable strategies that can proactively 
help them achieve their desired results — including:

• Strong life insurance portfolio with competitive cash 
value product options. 

• A wide selection of riders to choose from, including  
the Return of Premium rider and its Long-Term Care 
ServicesSM Rider.

• Strength and stability. For 161 years, we’ve been working 
with clients across generations, building on what’s 
proven and pursuing what’s possible.4

For more information, please contact your financial 
professional or visit us at equitable.com.

4 The 161-year history reference applies exclusively to Equitable Financial Life Insurance Company.


