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LEVERAGE INCREASES TO GIFT, ESTATE, AND

GST EXEMPTIONS — BEFORE THEY SUNSET

The Tax Cuts and Jobs Act (TCJA) of 2017 increased the gift, estate, and generation-skipping transfer (GST)
tax exemptions for the years 2018 through 2025.

The actual and estimated increases for 2023, 2024,
and 2025, and the resulting total current exemptions
are as follows:

A key provision of TCJA is that the exemptions are
indexed for inflation using the chained CPI, a reportedly
more accurate measure of the consumer price index.

Table 1: 2023-2025 Actual and Estimated Gift, Estate, and GST Exemptions

INDIVIDUAL MARRIED COUPLE

Total $ Increase | % Increase Total $ Increase | % Increase

2022 12,060,000 24,120,000 Actual
2023 12,920,000 860,000 7.13% 25,840,000 1,720,000 7.13% Actual
2024 13,660,000 740,000 5.73% 27,320,000 1,480,000 5.73% Estimated
2025 14,160,000 500,000 3.66% 28,320,000 1,000,000 3.66% Estimated

By law, these exemptions “sunset” (that is, they will be
cut in half) on December 31, 2025, making it a “use it
or lose” proposition. Using the estate tax exemption
to purchase life insurance in a trust is a smart and

wealth transferred by using the 2023-2025 exemption
increases to fund life insurance in a dynasty trust for
two “bookend” product types: No-Lapse Universal Life
(UL) and Variable UL.

effective wealth transfer strategy. Table 2 illustrates the

Table 2: Death Benefit (MEC) Purchased with Actual and Estimated 2023-2025 Exemptions (000,000)

VUL @ 7% GROSS

_ Male  Female __su

50 $10.2 $12.5 $27.3 $16.3 $17.2 $50.0
55 $8.6 $10.1 $18.9 $12.4 $13.1 $37.4
60 $7.1 $7.4 $17.7 $10.0 $10.2 $27.8
65 $5.5 $5.8 $13.4 $7.8 $8.1 $20.8
70 $4.2 $4.7 $8.2 $5.6 $6.6 $15.2
75 $3.4 $3.9 $7.1 $4.1 $4.5 $11.1

*No-Lapse Guarantee **Survivorship Universal Life
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RISK VERSUS RETURN PROFILE OF THE MAJOR PRODUCT CHOICES

Indexed UL Using the estate tax exemption to purchase

. life insurance in a trust is a smart and
Current Assumption UL

Reward

effective wealth transfer strategy.
NLG UL

Risk

IT IS IMPORTANT TO NOTE:

1. Clients may have substantial remaining exemptions 3. Although many of the policies illustrated above are
in addition to the estimated increases. modified endowment contracts (MECs), MECs can be
avoided by investing gifted amounts in a trust-owned

2. There are many options for using the available ) o . .
side fund and paid into the policy over time.

exemptions and estimated increases:

4. Allillustrations assume second best rates (generally,
a. The clients could gift discounted assets, such as

preferred nontobacco), solving for a maximum level
commercial real estate or closely held business

death benefit to age 121 at a 7% gross rate of return

interests, to a dynasty trust, further leveraging the (ROR) (variable products only).

available exemptions.
5. 2024 and 2025 estate tax exemption increases are

b. Clients who are not yet ready to make substantial estimates and will vary based on actual data.

gifts can lend assets to the trust under favorable

terms. On very short notice, those loans can be 6. Product pricing is subject to full underwriting and

easily converted into gifts. product availability at the time of application.

7. Numbers are not valid without accompanying carrier

c. Existing split-dollar plans could be terminated ) )
ledger illustrations.

(“rollout”) or existing policies could be paid-up.
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provided through M Holdings Securities, Inc., Cornerstone Advisors, and Deep Draft Consulting, LLC. Cornerstone Advisors and Deep Draft
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This material and the opinions voiced are for general information only and are not intended to provide specific advice or recommendations for any individual or entity. To determine
what is appropriate for you, please contact your M Financial Professional. Information obtained from third-party sources is believed to be reliable but not guaranteed.

The tax and legal references attached herein are not designed to provide accurate and authoritative information with regard to the subject matter covered and are provided with
the understanding that neither M Financial Group, nor its Member Firms are engaged in rendering tax, legal, or actuarial services. If tax, legal, or actuarial advice is required, you
should consult your accountant, attorney, or actuary. Neither M Financial Group, nor its Member Firms should replace those advisors.
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