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How an Irrevocable Life Insurance Trust (ILIT) Works

An ILIT is a trust that is funded by a life insurance policy or life insurance proceeds. If properly structured, an ILIT can help

minimize gift and estate taxes.

During life

Donor (Insured)

* Creates irrevocable trust

« Includes Crummey withdrawal provision
(allows beneficiaries to withdraw payments
made to the trust)

* Names independent trustee

» Makes gifts for premium payments

* Files GSTT and/or gift tax returns, if
necessary

 Reports trust income on personal annual
income tax return

=

Trust/Trustee

« Trust or trustee buys and owns policy on
life of insured

« Serves proper Crummey notice to the
beneficiaries

« Pays premiums on policy

Beneficiaries
* Do not actually exercise their Crummey
withdrawal rights

At death

laxable Estate of becedent (Insured)
(does not include proceeds of insurance
policies owned by the ILIT)

Executor:

* Settles estate

* Pays estate taxes

« Distributes remaining assets to
beneficiaries

Trust/Trustee
« Receives proceeds of policy
« Distributes proceeds according to terms of trust

Beneficiaries
* Receive distributions from ILIT free of estate taxes
« Receive remaining assets from decedent's taxable estate net
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This information, developed by an independent third party, has been obtained from sources considered to
be reliable, but Raymond James Financial Services, Inc. does not guarantee that the foregoing material is
accurate or complete. This information is not a complete summary or statement of all available data
necessary for making an investment decision and does not constitute a recommendation. The information
contained in this report does not purport to be a complete description of the securities, markets, or
developments referred to in this material. This information is not intended as a solicitation or an offer to buy
or sell any security referred to herein. Investments mentioned may not be suitable for all investors. The
material is general in nature. Past performance may not be indicative of future results. Raymond James
Financial Services, Inc. does not provide advice on tax, legal or mortgage issues. These matters should be
discussed with the appropriate professional.

Securities offered through Raymond James Financial Services, Inc., member FINRA/SIPC, an independent
broker/dealer, and are not insured by FDIC, NCUA or any other government agency, are not deposits or
obligations of the financial institution, are not guaranteed by the financial institution, and are subject to risks,
including the possible loss of principal.
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