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Help clients protect their estates and provide for heirs

Beneficiary limited access
trust (BLAT) Piece

Your sales opportunity

High net worth clients who need liquidity outside of their estate. They may have
estates valued high enough to be subject to estate taxes, and wish to protect
those assets for the benefit of their children.

Solution

Beneficiary limited access trust (BLAT) Piece

A BLAT is a flexible irrevocable life insurance trust (ILIT) that provides lifetime
access to cash values for a child or other beneficiary while keeping the policy
outside the client’s and child’s estate. It is an ideal strategy for parents who
want confrol over how the child accesses the giff, asset protection for the gifted
amounts and a potential dynastic gift for future generations.

Features

« Life insurance policy is owned by an irrevocable trust, placing it outside of
your client’s taxable estate

« If drafted properly, protects assets from creditors

« Allows control of assets on your client’s terms for the heirs/beneficiaries of
the trust

« Assets inside of the frust can be used for liquidity purposes to pay estate
taxes, without increasing the value of the taxable estate

The BLAT strategy is for parents who desire:

« Control over how their child will access their gift

« Creditor protection for the gifts they are giving to the child
« Potential future supplemental income for the child

« Potential dynastic gift for future generations



A BLAT may be for people who:

« Like having an irrevocable trust own the life insurance policy because of the

possible creditor protection of third-party beneficiary trusts

« Desire to keep the death benefit outside their estates

+ Are concerned about future income tax rates and are looking fo fund their
gifts into a life insurance policy for its fax-advantaged access to cash value

« Like the potential for income and an estate tax-free death benefit for their

future generations

Target clients
« Married, with a desire to access cash value inside an ILIT
« Have or will have a federal or state estate tax liability

« Wish to protect and grow assets outside of their estate

« Want to protect the management of assets and ensure responsible behavior
of minor beneficiaries, those receiving government aid or someone who

demonstrates less responsible behaviors
« Want to protect assets from creditors

« Want to control the distribution of assets to the beneficiaries
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If your client’s estate is

well in excess of $11.58
million for 2020, give us

a call to discuss their
potential estate tax issue.

How a BLAT works

Parent(s) establish a trust for the benefit of one of
their children.

based upon the guidelines the parents put info the
trust. The parents have a great deal of flexibility on
the distribution guidelines.

On behalf of the trust, the trustee purchases a

single-life policy on the child, a single-life policy

on one of the parents, or a survivorship policy on Granfor(s)
both parents. (partners)

The parent(s) gift premium payments to the frust,
using either the parents’ annual gift tax exclusion
or the lifetime gift fax exemption.

The trust guidelines may allow the child to
receive distributions during his or her lifetime
and/or create a potential dynastic gift for future
generations.
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Funding the frust:

1. Annual exclusion
is involved

2. Lifetime
exemption

A frustee is hired to make distributions to the child Beneficiary limited access trust

BLAT

0

Distributions
with trustee’s o

discretion during
child’s lifetime

Child

Trustee must be
an independent
third party
(if life insurance
is involved)



Benefits
If properly administered and drafted, a BLAT:
 Provides the policy’s death benefit free of income and estate taxes

« Allows the child’s estate or financial guardian fax-advantaged access to the
policy cash value, as long as an independent trustee is used

- Enables the trustee to make distributions for supplemental retirement income
for the child through policy loans and withdrawals

« Is an irrevocable frust that can protect assets from beneficiaries’ creditors

. Allows an independent trustee (such as a corporate trustee) absolute
discrefion fo make distributions to the beneficiaries

Considerations

« Transfers are irrevocable and may only be used for the benefit of frust
beneficiaries.

« Withdrawals and loans may reduce the policy’s death benefit and cash value,
and could cause it to lapse.

« Depending on the life insurance policy’s performance, the available cash
value may be worth more or less than the original premium paid.

« Loans and withdrawals from policies classified as modified endowment
confracts may be subject to a federal tax penalty if taken prior to age 59%.

« The frust beneficiary can’t contribute to the BLAT because of incidents of
ownership and creditor protection issues.

Learn more

To learn how a beneficiary limited access trust can help
build a secure financial future for your clients and their
families. Contact your Life Sales Support Team today:

(678)322-3040

Fortress Brokerage Solutions
N.A., can serve as your
clients’ professional

frustee. You can contact
Fortress Brokerage Solutions

directly at
678-322-3040
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