
50 WORDS OR LESS
By combining a charitable remainder trust (CRT), an 
irrevocable life insurance trust (ILIT) and a life insurance 
policy, donors can (1) make large charitable gifts and 
(2) replace the value of the donated assets with life 
insurance that benefits heirs.
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CHARITABLE GIVING

Wealth Replacement using Life Insurance 

CONCEPT APPLIED:
Wealth replacement is an estate planning 
technique that lets donors make substantial 
gifts to charity without compromising the 
financial security of family members.

HOW IT WORKS:
A donor funds a charitable remainder trust 
(CRT) with long-term appreciated property 
(held for longer than one year) and an ILIT 
with a life insurance policy. The donor 
uses the annual income from the CRT to 
make gifts to the ILIT to pay the insurance 
premiums. At the owner’s death, the selected 
charity receives the remainder amount in 
the CRT, and the ILIT receives the policy 
death benefits. The trustee distributes policy 
proceeds to the donor’s heirs.

WHY IS IT USEFUL?
The primary advantage is the donor’s ability 
to make a major charitable gift without 
adversely affecting family inheritances. 
However, the donor also: 

• removes the donated property and the life 
insurance from the gross estate,

• receives a tax deduction for the present 
value of the charity’s remainder interest on 
the initial transfer, and 

• avoids initial imposition of capital gains  
tax on appreciated property transferred  
to the CRT.

*Rev. Proc. 2024-40 provides the 2025 exclusion amount.
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Sammons Financial® is the marketing name for Sammons® Financial Group, Inc.’s member companies, including Midland National® Life Insurance Company. Annuities and life insurance are issued by, 
and product guarantees are solely the responsibility of, Midland National Life Insurance Company.

PGI Partners, Inc. is an independent third-party company and is not affiliated with Midland National® Life Insurance Company.

The term financial professional is not intended to imply engagement in an advisory business in which compensation is not related to sales. Financial professionals that are insurance licensed will be paid 
a commission on the sale of an insurance product.

While the primary use of life insurance is death benefit protection, you may also have other needs that can be met through life insurance. Please note that Midland National does not require their 
agents to use any of these sales concepts.

Neither Midland National nor its agents give tax advice. Consumers are advised to consult with and rely on a qualified legal or tax advisor before entering into or paying additional premiums with 
respect to such arrangements. Estate planning is a complex legal process and should be done in collaboration with an attorney, accountant, and trust officers, etc. Trusts should be drafted only by an 
attorney familiar with such matters.
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