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Disclosures
This presentation is for informational purposes. All situations are different and this 
presentation does not have regard to the specific financial planning objectives, 
financial situation and the particular needs of any specific person who may view 
this presentation.

The examples in this presentation are hypothetical for illustrative purposes and are 
not indicative of any particular investment or performance. All discussion and 
strategies presented are provided for informational purposes.

Lincoln Financial Advisors Corp. and its representatives do not provide legal or tax 
advice. You may want to consult a legal or tax advisor regarding any legal or tax 
information as it relates to your personal circumstances.

Thomas Holding is a registered representative of Lincoln Financial Advisors Corp. 

Securities and investment advisory services offered through Lincoln Financial 
Advisors Corp., a broker-dealer (member SIPC) and registered investment advisor. 
Insurance offered through Lincoln affiliates and other fine companies.



The History of Estate Taxes
Estate Tax Exemptions and Rates

 Year Estate Tax Exemption Top Estate Tax Rate

 1997 $600,000 55%

 2000 $675,000 55%

 2003 $1,000,000 49%

 2006 $2,000,000 46%

 2009 $3,500,000 45%

 2010 $5,000,000 or $0 35% or 0%

 2013 $5,250,000 40% 

 2016 $5,450,000 40%

 2019 $11,400,000 40%

 2020 $11,580,000 40%
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Do Estate Taxes Still 
Exist?
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YES:  The Tax Cuts and Jobs Act – 2017
Made This The Current Law…

 The Exemption Amount is increased to $11.58 Million

 In longhand…….That’s $11,580,000

 For a married couple it is 2X this amount OR $23.16 Million

 The Excess Estate over that amount is subject to a 40% Rate

 Best Part:

 When Assets are passed through the estate to the Beneficiary(ies) they receive a 

 STEPPED-UP Basis equal to their fair market value

 If the beneficiaries sold it the next day for that price, there would be NO GAIN
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Worst Part:  The Tax Cuts and Jobs Act –
2017 is NOT Forever

 The provisions of this tax law are set to expire after 2025.

 This means that it is possible that the exemption amount will plummet to 
its old levels at that time.

 Rates can change as well.

 That’s only 5 years from now!
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Have You Met These People?

This Photo by Unknown Author is 
licensed under CC BY-SA This Photo by Unknown Author is licensed under CC BY
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Questions You Need to Ask Yourself…

 What would be the impact to my family if Exemptions become lower and 
Estate Tax Rates become higher?

 What’s your life expectancy?

 More Risk if you are Young. 

 Less Risk if you are Old.

 You still need to be aware of this risk.

 What estate planning have you done so far?

 How much flexibility do you have in your estate planning?
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Three Major Tax Advantages 
of Life Insurance

 Tax-deferred cash value accumulations [7702(g)]

 Favorable cash value withdrawal privilege (FIFO) [72]

 Income tax-free death benefit [101(a)]
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WHY DO PEOPLE BORROW MONEY?

RETURN GREATER 
THAN COST OF 
BORROWING

START UPBIG TICKET
ITEM
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WHY BORROW MONEY TO PAY 
LIFE INSURANCE PREMIUM?

?Emotionally
Attached

Cash Flow

Tied Up in 
the Business

Gift LimitsReturn Greater than Cost 
of  Borrowing

Defer 
Recognition
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WHAT IS PREMIUM FINANCE?
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FREE
STOLI

OR
IOLI

WHAT PREMIUM FINANCE IS NOT
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DURING MR. JONES’ LIFETIME

Mr. Jones
ILIT Life 

Insurance
Company

3rd

Party
Lender

Insured pledges 
add’l collateral 

to lender, as 
needed, to secure 

loan to the ILIT

Policy cash 
value pledged as 

collateral for loan Annual 
premiums 
loaned to ILIT

Insured 
creates ILIT 

ILIT  
purchases life 

policy 
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*Policy loans and withdrawals reduce the policy’s 
cash value and death benefit and may result in a 

taxable event.  Surrender charges may reduce the 
policy’s cash value in early years.

LIFETIME LOAN REPAYMENT

Mr. 
Jones

ILIT
Life 

Insurance
Company

3rd Party
Lender

Outside 
collateral 
released

ILIT repays 
loan

Insured 
makes gifts 

to ILIT 

Policy 
loans and 

withdrawals* 
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AT MR. JONES’ DEATH

Mr. Jones
ILIT

Life 
Insurance
Company

3rd Party
Lender

Net 
Proceeds

Mr. 
Jones’ 
Heirs

For Financial Professional Use Only. Not For Use with the Public.



Case Studies

1. Family Business Succession Planning

2. Legacy Upgrade

3. Generational Planning
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• Male, age 61
• Female, age 60
• Business owners
• Wants approximately $10,000,000 

of Death Benefit
• Pay Partial Interest Each Year

CASE STUDY 1
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Premium Financing

Case Study: Family Business

Value of the business: $10,000,0000
Current Estate Plan: $3,000,000 SIUL
Annual Premium: $35,000
Number of Heirs: 3
Daughter, Age 33
Daughter, Age 30
Son, Age 28 (Actively involved in business)

For Financial Professional Use Only. Not For Use with the Public.



Premium Financing

Case Study: Family Business

Proposed Plan: Established $10,000,000 value of business for transfer to heirs 
Annual Outlay: $35,000
Number of Heirs: 3
Daughter, Age 33 - $4,000,000
Daughter, Age 30 - $4,000,000
Son, Age 28 (Actively involved in business) - $2,000,000 plus 100% owner of business
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Premium Financing

Case Study: Family Business

Benefits: freezes the value of the business 
Two daughters inherit proportional share of the business at $4,000,000 for each
Son inherits $2,000,000 plus 100% of the business (motivated to grow the value of the 

business)
Death benefit proceeds are distributed 40/40/20
Year 30 projected DB: $18,000,000
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Premium Financing

Case Study: Family Business

Current Annual Premium: $35,000
Total DB: $3,000,000
Annual premiums payable to age 100

Premium Financing Outlay: $35,000
Total DB: $10,000,000
Annual outlay payable for 12 years



Premium Financing
Case Study: Family Business



• Male, age 63
• Female, age 62
• Wants to increase Death Benefit
• Pay Partial Interest Each Year

CASE STUDY 2



Premium Financing

Case Study: Legacy Upgrade

Current Death Benefit: 
$2,000,000

Current Cash Value: $130,000
Current Annual Premium: $12,000

Proposed Death Benefit (with premium 
financing): $5,000,000

1035 Exchange of $130,000
Annual Outlay: $15,000



• Male, age 72
• Female, age 70
• Business owners
• Wants Premium Financing for Second 

Generation
• Pay No Interest Each Year

CASE STUDY 3



Premium Financing

Case Study: Generational Planning

Number of Heirs: 2
Daughter, Age 44 (Actively involved in business)
Son, Age 40 (Actively involved in business)

Existing Estate Plan: Trust Owned Life Insurance
Trust DB: $23,000,000
Trust Cash Value: $6,000,000



Premium Financing

Case Study: Generational Planning

Step 1
Create sub-trust for son and daughter

Step 2
Use existing cash value in master trust ($6,000,000) for collateral to fund the sub-trust

Step 3
Daughter and son each qualify for a $15,000,000 IUL policy



Premium Financing

Case Study: Generational Planning

Annual Outlay: $0
Projected Tax-Free Income: $515,000
Total Income (Age 60-90): $15,000,000
DB Age 90: $35,000,000
Total Value: $50,000,000
Projected Peak Collateral (Year 6): $650,000
Projected Collateral (Year 12): $0



Premium Financing
Case Study: Generational Planning



What Did We Learn?

 Unless you die this year, estate taxes will change and are going to be 
different when you do pass on.

 Premium Financing is a way for you to build in flexibility to your estate 
planning if needed down the road.

 Use Policy Death Benefit if Estate and other Taxes are owed.

 Turn on Tax-Free cash distributions through policy loans to provide income to 
self or heirs.

 Don’t forget about income taxes on some of the assets in your estate 
(IRAs, 401(k)s, Pensions, Profit Sharing Plans, etc.)
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Questions….
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