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Important information

This seminar is for educational and informational purposes only and not for the 
purpose of providing legal or tax advice. Further, Lincoln Financial Group provides 
the strategies and concepts herein for educational and informational purposes 
only. This information is not intended to be used with the public, and is presented 
with the understanding that neither Lincoln Financial Group, nor its employees, are 
being engaged to render legal or tax advice. 

While this seminar discusses general legal or tax aspects and concepts of financial 
or estate planning with annuities and life insurance, it does not discuss all aspects 
of U.S. federal income taxation that may be relevant to individuals in light of their 
particular circumstances and income tax situations. Lincoln Financial Group makes 
no representations as to the suitability for individual clients. Interested parties 
should seek separate tax and legal advice before implementing a plan or strategy of 
the type described in this presentation. This advice should also include the 
application of state, local and other tax laws and the possible effects of changes in 
the federal or other tax laws.
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Agenda

1. Revocable trusts can usually buy Lincoln 
MoneyGuard® solutions insuring the 
trust grantor(s).

2. Irrevocable trusts generally cannot own 
Lincoln MoneyGuard® solutions insuring 
the trust grantor(s).

3. Irrevocable trusts may be able to own 
Lincoln MoneyGuard® solutions insuring 
a trust beneficiary.

4. How to identify which irrevocable trusts 
can own Lincoln MoneyGuard® solutions 
on a trust beneficiary.
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Revocable trusts can generally own 
Lincoln MoneyGuard® solutions

§ Popular way to own property that can avoid the cost of probate. 

§ Assets in a revocable trust are treated as if they are owned by the 
individual trust grantor(s).

§ Usually, the trust grantor(s) are the original trustee(s).

§ Successor trustee(s) automatically take over the trust if the trust 
grantor(s) become incapacitated.

§ Assets owned by a revocable trust are included in the taxable estate 
of the grantor(s).  

§ Since individuals can own a Lincoln MoneyGuard solutions contract 
individually, so can their revocable trust.
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Revocable trusts and Lincoln MoneyGuard® solutions

Issue

What happens if the individual owns a Lincoln MoneyGuard
solutions on his or her own life, and they become unable to 
manage his or her affairs?

Approach

Without a durable power of attorney, a court needs to appoint a 
guardian for the insured. With a revocable trust, a successor 
trustee should automatically take over.
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Lincoln MoneyGuard®
solutions in an irrevocable 
life insurance trust?
§ Irrevocable life insurance trusts have always been an 

attractive way to leverage a relatively small gift into a 
life insurance death benefit outside of the grantor’s 
taxable estate.

§ In many cases, the annual premiums can be funded 
with annual gifts of less than $15,000 per beneficiary, 
which removes the death benefit from the grantor’s 
taxable estate.
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Repurposing an irrevocable life insurance trust

Can the typical irrevocable trust own a Lincoln MoneyGuard® 
solutions on the trust grantor?

No.
When a grantor sets up an irrevocable trust, they usually include 
language that specifically states that the grantor will never 
receive anything from the trust. 

A:

Q:
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Repurposing an irrevocable life insurance trust

Issue

With the changes to the federal estate tax, many people feel they 
no longer need a life insurance policy inside an irrevocable trust.

Looking for alternatives for the trust

Would consider a 1035 exchange inside the trust for a 
Lincoln MoneyGuard® solutions
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Repurposing an irrevocable life insurance trust

Issue

The typical irrevocable trust cannot provide any benefits to the 
Grantor—benefits have to go to the trust beneficiaries.

Alternate Approach

Could consider buying Lincoln MoneyGuard® solutions on a spouse or 
other trust beneficiary, but it is not a tax free exchange unless the 
owner and insured are the same before and after the exchange. 
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Repurposing an irrevocable life insurance trust

Issue

Because of large gain on surrender in original contract strong 
preference for a tax free exchange solution

Alternate approach

Can trustee distribute the original contract to a trust beneficiary 
(for example, spouse or children) and have them do the 1035 
exchange to Lincoln MoneyGuard® solutions? 
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Family ownership of Lincoln MoneyGuard® solutions
Options

Individual owns
Lincoln MoneyGuard

solutions policy on parents, 
brothers, sisters or other 

family members

Parent owns
Lincoln MoneyGuard

solutions on children or 
grandchildren
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Parents use Lincoln MoneyGuard® solutions 
to insure an adult child

The tax laws allow a person to pay 
anybody’s medical or educational 
expenses without being considered to 
have made a gift.

We also allow a parent to pay the 
premiums on a Lincoln MoneyGuard
solutions policy owned by the child.

Paying the premiums is not a gift because the parent 
is the owner of the policy.

You can’t give the cash to the child. The payment of 
educational or medical expenses has to be directly to 
the medical or educational service provider.  

When the child owns the Lincoln MoneyGuard solutions 
contract, each premium paid by the parent is a gift.

We allow a parent to be the owner and 
beneficiary of a Lincoln MoneyGuard
solutions policy insuring their children.
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Trust beneficiary as the insured for 
Lincoln MoneyGuard® solutions
Insuring beneficiary of an irrevocable trust

Parent or other person funded an irrevocable trust for a son or 
daughter. Trustee wants to buy Lincoln MoneyGuard solutions on 
trust beneficiary.

Probably okay as long as the trust has an appropriate 
distribution standard, such as health, education, maintenance 
and support.

A:

Q:
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How to review a trust to determine if the trust 
can own Lincoln MoneyGuard® solutions

§ Is the trust revocable or irrevocable?

§ Is the trust grantor the proposed insured?

§ Is a trust beneficiary the proposed insured?

§ Is the trustee the proposed insured?

§ Are the distribution standards different before 
and after the death of the trust grantor?

Or send me a copy of 
the trust to review?
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Your resources

Advanced sales

Your source for customized solutions, 
strategies, coaching, case design and 
advice to address your client’s needs

§ Estate and business planning
§ Executive compensation
§ Specialty markets
§ Wealth transfer
§ Tax planning

AdvancedSales@LFG.com
800-832-5372

Competitive Services Group

Your source for best practices, sales ideas, 
and case design in the life insurance and 
long-term care marketplace

§ Pulse on the industry
§ Comprehensive case analysis
§ Policy audits
§ Alternative designs/considerations
§ Sales concepts

Competition@LFG.com
866-888-9822

mailto:AdvancedSales@lfg.com
mailto:Competition@LFG.com
mailto:AdvancedSales@lfg.com
mailto:Competition@LFG.com
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Thank you.
Questions: Dean.Chatlain@LFD.com or 336-691-3009

mailto:Dean.Chatlain@LFD.com
mailto:Dean.Chatlain@LFD.com
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Lincoln Financial Group is the 
marketing name for Lincoln National 
Corporation and its affiliates. 

Affiliates are separately 
responsible for their own financial 
and contractual obligations.

Order code: MG-TRUST-PPT001
6/21  Z01
LincolnFinancial.com

Not a deposit
Not FDIC-insured
May go down in value
Not insured by any federal 
government agency
Not guaranteed by any bank 
or savings association

Important information
Issuers:
The Lincoln National Life Insurance Company, Fort Wayne, IN 
Lincoln Life & Annuity Company of New York, Syracuse, NY.

The Lincoln National Life Insurance Company does not solicit 
business in the state of New York, nor is it authorized to do so.

All guarantees and benefits of the insurance policy are subject 
to the claims-paying ability of the issuing insurance company. 
They are not backed by the broker-dealer and/or insurance 
agency selling the policy, or any affiliates of those entities other 
than the issuing company affiliates, and none makes any 
representations or guarantees regarding the claims-paying 
ability of the issuer.

With any VUL product, certain fees and costs are involved, 
including monthly cost of insurance, administrative expense and 
premium load charges, as well as daily charges on assets 
invested in the variable subaccounts for mortality and expense 
risk, and asset management fees. Please consult the prospectus 
or ask your financial professional for more detailed information.

Distributor: Lincoln Financial Distributors, Inc., a broker-dealer.

Policies: Lincoln MoneyGuard® III, universal life insurance on 
policy form ICC19-MG890/19-MG890 with the following riders: 
Value Protection Endorsement (VPE) on form ICC19END-
10534/END-10534; Terminal Illness Acceleration of Death 
Benefit Rider (TIR) on form ICC19TIR-891/TIR-891; Long-Term 
Care Benefits Rider (LTCBR) on form ICC19LTCBR-890/LTCBR-

890. For use in all states except CA and NY.
Lincoln MoneyGuard® II, universal life insurance on Policy Form 
LN880 with the following riders: Value Protection Rider (VPR) on 
form LR880 Rev; Long-Term Care Acceleration of Benefits Rider 
(LABR) on form LR881; optional Long-Term Care Extension of 
Benefits Rider (LEBR) on form LR882. Only available in CA.

Lincoln MoneyGuard® II NY, universal life insurance on policy 
form LN880a with the following riders: Value Protection Rider 
(VPR) on form LR880a Rev; Long-Term Care Acceleration of 
Benefits Rider (LABR) on form LR881a; Long-Term Care 
Extension of Benefits Rider (LEBR) on form LR882a; Terminal 
Illness Acceleration of Death Benefit Rider (TIR) on form LR883a; 
Nonforfeiture Benefit Rider (NBR) on form LR885a. Only 
available in New York.

MoneyGuard Market Advantage®, a variable universal life 
insurance on policy form ICC20-MGV892/20-MGV892 with a 
Long-Term Care Benefits Rider (LTCBR) on Rider Form 
ICC20LTCBR-892/LTCBR-892, and a Value Protection Rider on 
Form ICC20VPR-892/VPR-892.

Policy values will fluctuate and are subject to market risk and to 
possible loss of principal. Products and features are subject to 
state availability. Limitations and exclusions may apply. Not for 
use in the state of New York or Massachusetts.


