Key Wealth Institute

Exploring Irrevocable Life Insurance Trusts (ILITs)

Life insurance can be a useful, tax-efficient tool for ensuring the transfer of wealth and assets across generations — but
finding the right structure to support your estate planning goals is crucial. As you begin your estate planning process, an
irrevocable life insurance trust (ILIT) can provide a host of tax and non-tax advantages, as well as greater control over a

life insurance policy that a last will and testament may not provide.

What is an ILIT?

An ILIT is a trust created to own and

control one or more life insurance policies,

typically insuring the life of the person or

persons creating the ILIT, known as the Grantor
grantor. For premium payments, the grantor . > ILIT >
typically funds the trust by gifting cash or Giifts of
other assets. If the trust is structured and cash or assets
managed properly, the life insurance death

benefit received by the ILIT will not be

subject to income tax or estate tax upon

the death of the insured(s).

Benefits of ILITs

Heirs

Tax-free
death proceeds

(Life Insurance Policy)

Liquidity for estate taxes Leverage annual gift tax exclusion
‘ and other expenses % Beginning in 2025, individuals can give an annual
ILITs provide liquidity, outside of the grantor’s gift of $19,000 to another individual each year
taxable estate, for the payment of estate taxes, debts, and without incurring any gift taxes (per the IRS)° By creating
administration expenses. While the federal estate tax an appropriately structured ILIT, grantors can make annual
exemption for individuals in 2025 is $13,990,000 (per the exclusion gifts of $19,000 to each beneficiary of the trust.
IRS),! this exemption will be reduced to $5 million (indexed
for inflation) in 2026 under current law. In addition, several
states impose an estate tax or inheritance tax.
Preserve an inheritance Protect your assets
@ The generation-skipping transfer (GST) tax G An ILIT provides protection from the creditors
applies a 40% tax on the transfer (during life or of the grantor or beneficiaries, as well as
at death) of property valued at more than $13,990,000 to protection from ex-spouses or in a bankruptcy situation.
individuals who are more than one generation removed The trustee of an ILIT can also have the discretionary
from the donor (per the IRS)? An ILIT can also be structured power to control how insurance proceeds are paid out,
to be GST-exempt for future generations. which can help a beneficiary avoid irresponsible spending.

For more information about trusts, contact your Key Private Bank Advisor.
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The Key Wealth Institute is comprised of financial professionals representing KeyBank National Association (KeyBank) and certain affiliates, such as Key Investment Services LLC
(KIS) and KeyCorp Insurance Agency USA Inc. (KIA).

Any opinions, projections, or recommendations contained herein are subject to change without notice, are those of the individual author(s), and may not necessarily represent the
views of KeyBank or any of its subsidiaries or affiliates.

This material presented is for informational purposes only and is not intended to be an offer, recommendation, or solicitation to purchase or sell any security or product or to
employ a specific investment or tax planning strategy.

KeyBank, nor its subsidiaries or affiliates, represent, warrant or guarantee that this material is accurate, complete or suitable for any purpose or any investor and it should not be
used as a basis for investment or tax planning decisions. It is not to be relied upon or used in substitution for the exercise of independent judgment. It should not be construed as
individual tax, legal or financial advice.

The summaries, prices, quotes and/or statistics contained herein have been obtained from sources believed to be reliable but are not necessarily complete and cannot be
guaranteed. They are provided for informational purposes only and are not intended to replace any confirmations or statements. Past performance does not guarantee future
results.

Investment products, brokerage and investment advisory services are offered through KIS, member FINRA/SIPC and SEC-registered investment advisor. Insurance products are
offered through KIA. Insurance products offered through KIA are underwritten by and the obligation of insurance companies that are not affiliated with KeyBank.

Non-deposit products are:

\ NOT FDIC INSURED - NOT BANK GUARANTEED - MAY LOSE VALUE - NOT A DEPOSIT - NOT INSURED BY ANY FEDERAL OR STATE GOVERNMENT AGENCY \
KIS, KIA and KeyBank are separate entities, and when you buy or sell securities and insurance products you are doing business with KIS and/or KIA, and not KeyBank. Insurance offered
by KIA is underwritten by and the obligation of insurance companies that are not affiliated with KeyBank. When you buy insurance, you are dealing with a licensed agency, not KeyBank.

KeyBank cannot require you to obtain insurance from a particular agency or with a particular insurer. Before purchasing a policy of insurance, you should compare information obtained
from more than two agents. You have the right to obtain insurance from the agent of your choice, and your decision will not in any way affect KeyBank's credit decision.

Wealth Protection Strategists are not fiduciaries, as such, they are compensated based on insurance product sales.
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