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Learning Objectives
─ Review Split-Dollar Life Insurance planning and ideal client profiles

• When and where it is appropriate
─ Explore nuances of  the Levine case and associated insurance planning and design
─ Gain an understanding of  IRS guidelines and allowances
─ Examine future use and appropriate applications

Agenda
─ Ideal client profile and overview
─ Economic benefit regime vs. §7872 loan regime
─ How it works and steps involved
─ Panel discussion

• Levine case overview
─ Case study

LEARNING OBJECTIVES & AGENDA
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Q&A
─ Please type your questions into the Q&A feature in your Zoom toolbar 

• Please do not use the chat function

Polling questions
─ In order to maintain compliance for CE and/or CPE credit, we must ask at least three 

polling questions during the webinar
─ Each question will allow two minutes to receive your answer

If you are interested in receiving CE and/or CPE credit for attending this webinar, please look 
for and complete the survey that will be sent to you
─ CE and/or CPE certificates will be emailed to you within 30 days of  the webinar and 

completion of  the survey
─ For any additional questions, please reach out to Kristin@wealthpoint.net

MEETING REMINDERS & CE CREDIT

mailto:Kristin@wealthpoint.net
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Wealthy individual who has desire to preserve their financial legacy for their heirs

Faced with an estate tax problem

─ Concerned with gift, estate and generation-skipping taxes

─ May have previously used all their unified credit or would like to allocate it for a different 
purpose

A client who is comfortable with moderate risk

─ Uncertainty surrounding tax treatment of  strategy 

IDEAL CLIENT PROFILE
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Intergenerational Split-Dollar uses multiple generations to purchase an insurance policy
─ Grandparent will be the payor or lender for the policy (G1)
─ Child will be the insured (G2)
─ Grandchildren will be the beneficiaries (G3)

Primary objective is to utilize insurance leverage to maximize net to heirs and minimize gift and 
estate taxes
Policy can be owned in an IDGT to remove the proceeds from the owner’s estate
Structured under the Economic Benefit Regime or §7872 Loan Regime
─ Decision depends on client situation and interest rate environment

OVERVIEW

G1 – 
Grantor/Payor/Lender

G3 – 
Beneficiaries

G2 – 
Insured

IDGT – 
Policy Owner 
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Set up like a traditional split-dollar plan

─ Owner of  the policy is usually the IDGT

─ Grantor advances funds to the IDGT to pay premiums

─ Grantor reserves the right to be paid the greater of  the total premiums advanced or the 
policy cash values

Premium has two components

─ Economic benefit as measured by Table 2001

─ Remainder of  premium

IDGT may contribute the economic benefit portion 

─ Alternatively, it can be an imputed gift from the Grantor

ECONOMIC BENEFIT REGIME
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Set up like a traditional split-dollar plan

─ Owner of  the policy is usually the IDGT

─ Grantor lends funds to the IDGT to pay premiums

Loan can be structured as a term or demand loan

─ Term loan requires the interest payments to be paid by the IDGT subject to the AFR on 
the promissory note

• Short-term: < 3 years

• Mid-term: 3 – 9 years

• Long-term: 9+ years

─ Demand note will be based on the §7872 rate 

• Will fluctuate every year 

Arrangement is not intended to be permanent

If  Grantor dies with loan outstanding, the value of  the note receivable is includible in the 
Grantor’s estate for tax purposes

§7872 LOAN REGIME
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HOW IT WORKS

G1

IDGT

Loans

Split-Dollar Agreement 
or Note Receivable/ 
Interest Payments*

Insurance Carrier

Premiums Insurance 
Policy on G2

G3

Beneficial 
Interest

* Depends if strategy assumes the loan regime or economic benefit regime
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1. IDGT is created to purchase the insurance policy on G2’s life

a. G1 will be the grantor

b. G3 will be the beneficiaries

2. IDGT applies for coverage on G2

3. Grantor loans funds to the IDGT for the premium payments

a. Receives Private Split-Dollar Agreement (economic benefit regime) or promissory note 
(loan regime) in return

i. Lender is entitled to repayment equal to the greater of  premiums paid or policy’s 
cash value at the insured’s passing under economic regime

4. IDGT pays insurance premiums

a. IDGT is responsible for paying the economic benefit portion of  the premium under 
economic benefit regime

5. In the event of  the insured’s death, the carrier will pay the death benefit to the IDGT

a. IDGT will pay necessary cash to Grantor’s estate per the split-dollar agreement or 
promissory note

b. Any remaining proceeds will be held in the IDGT available for the beneficiaries

STEPS INVOLVED
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Overview of  Levine family

─ Large real estate portfolio

─ Marion’s previous role as a lender

─ Taxable estate

─ Concern with basis adjustment

Estate tax planning considerations

─ What had been done

─ Time limitations

─ G2 estate tax exposure – also with real estate (basis)

─ Family harmony concerns

Why IGSD?

─ Excess liquidity

─ Current estate tax liability 

─ G2 estate tax liability

─ Healthy insurable G2 with desire to benefit G3

LEVINE CASE OVERVIEW
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Structure of  plan

─ Power of  attorney

─ South Dakota Trust (rule against perpetuities, income tax, premium tax)

─ Terms of  South Dakota

─ Larsen crucial rule

IRS challenges

─ Court reasoning with each

─ Valuation

Conclusion

─ Family pleased with outcome

LEVINE CASE OVERVIEW (CONT’D)
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LEARNING OBJECTIVES ACHIEVED

Learning objectives achieved: 

 Review Split-Dollar Life Insurance planning and ideal client profiles

 Explores nuances of  the Levine case and associated insurance planning and design

 Gain an understanding of  IRS guidelines and allowances

 Examine future use and appropriate applications
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CONTACT US

Visit www.wealthpoint.net for more information and to see our upcoming events
─ A copy of  this recording and presentation will be published shortly in the thought 

leadership section of  our website

Shane Swanson, J.D., LLM| 
Partner – Stinson

shane.swanson@stinson.com 
(612) 335-1635

Jason Prather, J.D., LLM| 
Managing Principal – Legacy 

Capital
jasonp@legacycapitalwp.com

(303) 500-3360

Ryan Barradas| Managing 
Partner – WealthPoint
ryan@wealthpoint.net  

(602) 559-5388

http://www.wealthpoint.net/
mailto:shane.swanson@stinson.com
mailto:jasonp@legacycapitalwp.com
mailto:ryan@wealthpoint.net
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IMPORTANT DISCLOSURES
This material is intended for informational purposes only and should not be construed as legal or tax advice and is not intended to replace the advice of a qualified attorney, tax advisor, 
personal investment advisor or retirement plan or employee benefit plan provider. This report is not intended as an offer or solicitation to purchase insurance or any other product.  Any 
discussion of US tax matters contained herein is not intended to be used and cannot be used for purposes of avoiding US tax-related penalties. 

The financial information included in this report has been taken from sources, which we believe to be reliable, but there is no guarantee as to its accuracy.  All information provided should 
be confirmed to any official account statement and is not a replacement for any account statement or transaction confirmation issued by the custodian or investment/insurance provider.   
WealthPoint (WP) has made reasonable steps to accurately reproduce the information from your official account custodian statements.  Differences in positions and valuations may occur 
due to the reporting dates used and differences in valuation sources and methods. Please contact the carrier or your financial representative if you have any questions about your statements. 
In the event of a discrepancy your official account statement valuations would prevail.

Nature of Services, and Responsibilities
The business advisory services, and possible resulting recommendations (estate planning solutions, need for liquidity planning, etc.) will vary in type and complexity, depending on a client’s 
individual personal and business circumstances and goals.  Services and responsibilities are outlined in our Proposal Letter and Relationship and Engagement Agreement.  It is important 
that you provide accurate and complete responses to the questions asked by the WP Partner, that you review the information provided to you in the initial Instinct Verification, Decision 
Dialogue, financial modeling or other report, as well as any final report, and that you promptly inform the Partner of any subsequent changes to your situation or the information provided.  
You are solely responsible for the accuracy or completeness of the information you have provided, which may affect the results of any recommendations contained in the report.  
Information should be kept up to date, as results may vary over time and as assumptions change.     

Methods of Analysis and Projection
Information collected is intended to project future financial scenarios to meet your future goals or liquidity requirements. Financial Projections and other information prepared by WP are 
based on assumptions provided by and/or reviewed with the client in their final report, are hypothetical in nature, do not reflect actual investment or business results and are not guarantees 
of future performance.  Actual results will vary, perhaps to a significant degree.      

• Personal Investments - WP uses simple aggregate growth rates to project personal investments and retirement accounts, and all inputs are either provided by the client or client’s 
financial advisor/provider or are jointly agreed on by WP and the client. Return assumptions do not reflect the deduction of any commissions, fees or product charges that may apply to 
any particular investment, which may negatively impact returns.  

• Insurance Illustrated Performance - All policy values used reflect current policy charges, current cost of insurance rates, current mortality and expense risk charges, average fund 
expenses and the stated hypothetical gross rate of return. The policy values are hypothetical for illustration purposes only and may not be used to project or predict investment results. 
Policy values will vary based on the actual performance of sub-account investments selected, actual insurance charges over the life of the plan and the timing of the premium payments.  
A WP illustration may utilize a supplemental illustration from an insurance provider, that is only part of the basic illustration and must be read in conjunction with the actual basic 
illustration.  Please refer to the actual illustration for more information about the guaranteed elements of the policy and other important details.  

• Business Income Statement, Cash Flow Statement and Balance Sheet – Current company financial statement information is provided by the client, as well as revenue and expense 
growth assumptions for future years.  These assumptions are used to project future Net Income, and business valuation based upon an appropriate multiplier disclosed to the client.

• Personal Cash Flow – Cash flows are projected based on information obtained from the client (tax returns, personal financial statements, bank statements, W-2s, 1099s, K-1s, etc.). 
Future cash inflows and outflows are based on input from the client and the client’s advisors. 
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IMPORTANT DISCLOSURES (CONT’D)

• Estate/Trust Cash Flow – Cash flows due to and from Trusts will be based on trust documents and financial information (tax returns, financial statements, etc.) obtained from the 
client.  

• Personal Assets – In some situations, WP may project the value of an asset (i.e. real estate, other assets, etc.) based on input from the client and the client’s advisors. 
• Taxes – Taxes are being calculated in the analysis. However, WP does not provide tax advice and the tax calculations are for illustrative and hypothetical purposes only. The client 

should consult with their tax advisor to evaluate their tax situation. 

Other Compensation
In addition to WP’s business consulting services, and the fees charged to clients as outlined in the Relationship and Engagement Agreement, WP Partners are licensed agents to sell 
insurance. WP may receive fees from life insurance companies, if insurance is purchased through WP relationships. Any commissions or fees will be disclosed to you in any life 
insurance proposal and agreement.  WP is a member firm of Partners Financial and has access to all insurance providers on their network.  The needs and circumstances of the client 
will drive the choice of the insurance provider.   

Insurance Product  
An investment in variable life insurance is subject to fluctuating values of the underlying investment options and entails risk, including the possible loss of principal. The performance 
of your account will vary and you may receive more or less than the amount invested. Product guarantees, including the death benefit, are subject to the claims-paying ability of the 
issuing insurance company.  Loans and partial withdrawals will decrease the death benefit and cash value and may be subject to policy limitations and income tax.  
        
 
An insurer's financial strength rating represents an opinion by the issuing agency regarding the ability of an insurance company to meet its financial obligations to its policyholders and 
contract holders. A rating is an opinion of the rating agency only, and not a statement of fact or recommendation to purchase, sell or hold any security, policy or contract. These 
ratings do not apply to the safety or performance of any separate account.      
        
  
Sub Account Performance Disclosures (for Variable Universal Life policies)
The fund performance data shown in this report that relates to variable life insurance policies was obtained through Morningstar and represents the individual net returns of the 
underlying funds shown in the report. Morningstar is a non-affiliated third party investment research and management firm that provides mutual fund information, news, 
commentary, portfolio analysis, comparison reporting and other services. Past performance does not guarantee future results. The fund performance data is being provided for 
informational purposes only and does not reflect the actual returns of the sub accounts in the variable component of the insurance policies that are invested in those funds, which 
may be lower or higher than the performance quoted due to the timing of cash flows, holding periods, sub account allocation changes, policy fees and other expenses. Policy fees or 
expenses include premium loads, cost of insurance, administration fees, mortality and expense risk charges, or any other charges that may be incurred under the policy. Policy returns 
would be significantly lower after all policy fees and expenses are deducted.
        
 
Securities offered through Kestra Investment Services LLC (Kestra IS), member FINRA/SIPC.  Investment advisory services offered through Kestra Advisory Services, LLC (Kestra 
AS), an affiliate of Kestra IS. WealthPoint is a member firm of PartnersFinancial. Kestra IS and Kestra AS are not affiliated with WealthPoint, LLC or PartnersFinancial. 
WealthPoint, LLC is independently owned and operated.  
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