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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
• 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

Decedent's (Insured's) Taxable 
Estate
(does not include proceeds of insurance 
policies  owned by the ILIT)  
Executor: 

• Settles estate
• Pays estate taxes
• Distributes remaining assets to 
beneficiaries

Trust
• Receives proceeds of policy
• Distributes proceeds according to terms of 
trust

Taxes paid

Beneficiaries
• Receive distributions from ILIT free of 
estate taxes
• Receive remaining assets from decedent's 
taxable estate net of estate taxes
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Material is provided courtesy of; and all Life Insurance is issued by The Prudential 
Insurance Company of America, Newark NJ and its affiliates ("Prudential"). 
Securities products and services are offered by Pruco Securities, LLC (Pruco) 
member SIPC. If your financial professional is a Prudential Financial Planner, he/she 
offers investment advisory services through Prudential Financial Planning Services, 
a division of Pruco. All of the foregoing entities are Prudential Financial companies 
and each is solely responsible for its own financial condition and contractual 
obligations. All guarantees are based on claim paying ability of issuer. The 
availability of other products varies by carrier and state. The concepts herein and the 
terms "plan" and "planning" when used within this material, does not imply a 
recommendation that a specific concept should be implemented. Any concept 
presented should be used with the understanding that it does not constitute legal, 
tax or accounting advice. You should discuss such issues with your own legal, tax 
and/or other advisor before taking any action. Nothing in this presentation 
guarantees that any plan or strategy will reduce taxes. Accordingly, any information 
in this document cannot be used by you for purposes of avoiding penalties under the 
Internal Revenue Code.

Your financial professional may be operating under his or her own firm 
("independent firm") and not in the capacity of a Prudential financial professional. In 
that case, he or she is authorized to sell and service certain insurance products of 
Prudential Financial companies in addition to products of companies not affiliated 
with Prudential Financial. Your financial professional's independent firm is not 
affiliated with any Prudential Financial company.

Content is provided by Broadridge Investor Communication Solutions, Inc. which is 
not affiliated with Prudential Financial. Prudential does not endorse and is not 
affiliated with any web site that may be referenced. Any calculations contained in this 
report are estimates only. All rates of return are hypothetical and are not a guarantee 
of future performance of any asset, product or service. Prudential has not verified 
the underlying assumptions forming the basis for underlying calculations that may be 
included as part of any report provided. Prudential expressly disclaims responsibility 
for any inaccuracy herein and advises that you consult with your legal, accounting 
and/or legal advisor to confirm the accuracy of these analyses.  0211241-00002-00
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