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KEEPING YOUR LEGACY ALIVE FOR GENERATIONS TO COME  IN THIS ISSUE 

Throughout the year of 2014, our 

firm has established its permanent 

location in Melville. With a 

combination of increasing our sales 

force, maintaining constant education 

and expanding philanthropic 

outreach, Travers & Associates, Inc. 

has been granted the ability to extend 

its outreach to an even higher 

percentile of affluent individuals in 

the tri-state area. 

Our location is ideal, for it allows 

professionals of our firm to meet with 

clientele throughout Long Island, 

New York City, New Jersey and so 

on.  Alongside location as an 

accessibility factor, associates have 

been able to provide affluent 

individuals and their families’ estate 

planning techniques that are prompt 

and cost-effective to each client’s 

livelihood.  

As for education, our firm has 

developed several partnerships with 

Certified Public Accountants, 

attorneys and hedge fund managers to 

provide themselves and clients with 

the utmost knowledge and expertise 

pertaining to the estate planning and 

life insurance industries. These 

strategic alliances are not only 

resourceful, but also provide as a 

convenience factor for clientele who 

can now be provided with an 

assortment of information all at once. 

Outside of the firm’s daily business, 

professionals remain 

philanthropically minded and 

contribute to organizations such as 

Day One Foundation, Inc. and Pal-O-

Mine Equestrian. In addition to these 

non-profit organizations, Travers & 

Associates, Inc. is hosting a coat 

drive for the concluding part of 2014.   

Although this year may be quickly 

coming to a close, Travers & 

Associates, Inc. aims to finish 2014 

strong and begin 2015 with 

continuing drive, aspirations and 

commitment to give clients 

exceptional service and results. 
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When it comes to estate planning, an 

often overlooked responsibility is the 

role of the trustee. In this example, 

we will talk about this role and how it 

pertains to an Irrevocable Life 

Insurance Trust. The choosing of a 

trustee should not be done without 

proper thought. The trustee has many 

responsibilities when it comes to the 

trust. He/she has a fiduciary 

responsibility to the trust and must 

act in a prudent capacity, while 

keeping three points in mind: 

 The needs of beneficiaries 

 The need to preserve the 

estate (or corpus of the trust) 

 The amount and regularity of 

income 

The trustee has the ultimate 

responsibility of managing the 

performance of the policy. The 

following are questions the trustee 

should consider: 

1.  Was it the grantor’s intention 

to have permanent life 

insurance owned by the trust 

in order to provide liquidity 

for paying estate taxes?  

2. Are the annual premiums 

enough to sustain a 

guarantee? 

3. Are the descriptions and 

policy definition guaranteed 

in nature?  

4. Are the variables, such as 

interest rate risk or variable 

unit risk, tied to the policy 

and portraying an effect on 

the guarantees?  

5. Is the policy the most cost- 

effective?  

6. Does the policy carry a 

significant amount of cash 

value? 

7. What is the intention of the 

cash value? 

8. Have premiums been paid on 

time? If not, have the 

delinquent payments affected 

the guarantees? 

 

The trustee also has the job to 

coordinate the gifting and premium 

payments. The following are 

questions the trustee should consider: 

1. Has the grantor made 

sufficient annual gifts to 

provide for a timely premium 

payment to the policy? 

2. Have the beneficiaries of the 

trust been notified of the gift 

and has the proper 

documentation been 

established? 

3. What are the trust provisions 

for annual exclusion 

beneficiaries? 

4. Are the insurance premiums 

being paid with a Trust 

check, signed by the trustee? 

5. Does the Grantor have any 

incidents of ownership in the 

policy? 

 

As a trustee or grantor, the 

answers to these questions 

can easily be outlined by a 

proper review of the policies 

and trust. It is a good idea to 

review these questions 

annually. At Travers and 

Associates, Inc. we have the 

full capability to outline the 

specifics of each question, 

along with your attorney, to 

ensure the above are held to 

the highest standard. 

The information contained herein is 

being provided with the 

understanding that it is not intended 

to be interpreted as specific legal of 

tax advice. Neither Travers & 

Associates nor any of its employees 

or agents are authorized to give 

legal or tax advice. Individuals are 

encouraged to seek the guidance of 

their own personal legal or tax 

counsel. 
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Distribution of Assets 
Provide a benefit for the second spouse, while also 
allowing the desired distribution of their estate assets 

to the children. 

 

 

 

 

 

 

 

Flexibility of Term Insurance 

The convertibility and future insurability features1 of 

term insurance allows for flexibility, should additional 

permanent insurance be necessary. 

                                                                                 
 

 

1 These features are available through the purchase 

of riders at an additional cost to the premium. 

Estate planners traditionally use 

permanent policies, held in a trust, to 

guarantee that there will be sufficient 

liquidity in providing funds to the 

heirs for paying state and federal 

estate taxes. However, there are some 

instances where the desired 

dissemination of estate assets leaves 

the current generation at risk. There 

are also some potential future events 

that would require additional 

insurance, but do not necessarily 

warrant taking on additional 

permanent insurance. In these 

circumstances, term insurance can be 

used to help protect the current needs 

of the client and allow for future 

flexibility within the plan. 

Consider a client at age 50 who plans 

to retire at 65. On his/her second 

marriage, the client wishes to pass the 

majority of their estate assets down to 

his/her children upon death. There is 

a substantial pension or retirement 

plan in place that is meant to support 

the second spouse, should he/she 

survive the client. The question is 

raised: what happens should the client 

predecease their planned retirement 

age? 

If minimal consideration to the above 

question is made, the surviving 

spouse could be facing 15 years of 

unplanned income and may be forced 

to pay penalties should he/she have to 

begin withdrawing from a pension or 

retirement plan early. A term policy 

should be considered in this situation 

in order to provide a benefit for the 

second spouse, while also allowing 

the desired distribution of their estate 

assets to the children (presumably, 

but not necessarily from a first 

 

marriage). The term policy would not 

be held in the trust because the death 

benefit would not be going to the next 

generation; therefore, it would 

typically be exempt from state and 

federal estate taxes. 

In a situation such as this where a 

client (or spouse) would be exposed 

to a non-permanent risk, the ultimate 

solution would be term insurance. In 

addition, the convertibility and future 

insurability features of term insurance 

allows for flexibility, should 

additional permanent insurance be 

necessary.2 This means that the client 

will be able to react to a future 

insurance need without having to 

worry about their future insurability.  

Under the previous example, the 

apparent future concern would be the 

possibility of additional children from 

the second marriage. The option to 

convert the temporary insurance to a 

permanent policy(s) using a younger 

and presumably healthier rating, 

along with the protection that term 

insurance grants by guaranteeing 

future insurability for a number of 

years, allows for a 

flexible response 

to this possibility. 

It also avoids 

saddling the client 

with more 

expensive 

permanent 

insurance that 

they do not 

currently have a 

need for. 

2 Please note, there may still be some tax 

ramifications if the withdrawals aren’t properly 
structured. 

Features of Term Insurance 
By Mark Bader, Associate 
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Amidst today’s estate planning 

opportunities, the topic of utilizing 

life insurance as part of the estate 

plan often triggers the debate on 

whether the insured party should 

purchase and own the life insurance 

outright, or instead purchase and own 

it within an Irrevocable Life 

Insurance Trust (also known as an 

ILIT). I believe an argument can be 

made for both scenarios, since the 

benefits of permanent life insurance 

can provide a great value on either 

side of the estate tax fence.  

Let us begin by taking the position 

where the insurance is purchased via 

an ILIT. This option, when properly 

structured, carries the benefit of 

maintaining the proceeds and the 

overall value of the life insurance 

outside of the remaining taxable 

estate. This is advantageous because 

typically once a triggering event (in 

this case the death of the insured/s)  

takes place, and the estate is passed 

down to the next generation, any and 

all of the assets which were not 

housed in a trust could form the base 

from which the amount of estate tax 

due is calculated. But with 

consideration that the policy is owned 

by the ILIT, its value will not be 

included in the estate tax calculation. 

This could mean that for a family 

whose net worth teeters on the line of 

exceeding the current lifetime 

exemption ($5,340,000 per spouse or 

$10,680,000 in total for a married 

couple), the value of the life 

insurance policy would not push them 

onto the taxable side of the fence. 

Moreover, for families whose net 

worth already exceeds the exemption 

amount, having the life insurance in a 

trust would also prevent the insurance 

proceeds from adding to the taxable 

base. In addition to this tax favorable 

benefit, the trust can also serve as a 

buffer for preventing creditors of the 

insured party from having access to 

the values of the insurance policy. 

Another benefit tied to the trust, is the 

ability to further reduce the size of 

the estate by making use of the 

annual gifting exclusion. Every year 

the insured party can make a tax free 

gift into the trust based on Crummey 

Powers, which would allow 

(depending on trust language) for 

each insured to currently gift $14,000 

per Crummey beneficiary. This tax-

free gift can be made annually, 

provided that the insured party is 

alive and the need to pay an insurance 

premium still exists. 

The other side of the argument points 

out a few of the benefits of personally 

owning the policy, outright. For 

starters, if both husband and wife are 

alive and own the insurance in their 

name, they can elect each other as 

beneficiaries of the policies. This 

could prove to be favorable in 

situations where the estate is not very 

liquid, and after the death of the first 

spouse, the surviving spouse needs a 

cash infusion. This cash may be 

needed to settle debts left behind, or 

to simply maintain a current lifestyle. 

In this case, the proceeds from the 

insurance policy of the deceased 

spouse can fill that need. We can take 

this position one step further and 

suggest that perhaps the deceased 

spouse may have even wanted to 

leave the bulk of the estate to 

someone else, other than the 

surviving spouse. In that case, the 

proceeds from the insurance policy 

could serve as a replacement for the 

assets that bypassed the surviving 

spouse. There is also the possibility 

that the insured party may consider 

accessing any available cash value 

within the insurance policy, while 

they are still alive. This could be for 

any reason, 

including 

situations 

where 

there is a 

need to use 

the cash 

value as 

some sort of collateral. It may also be 

the case that at a certain point, the 

need for the insurance is no longer 

there; therefore, the owner/insured 

may decide to surrender the policy for 

its cash value or take a tax-free 

withdrawal from the policy.3 In 

situations like these, had the 

insurance policy been owned via an 

ILIT, the direct access to the cash 

value by the insured may have 

triggered undesirable taxable events.  

The argument can also be made that 

when applicable, it may make sense 

to have a mix of both personally-

owned life insurance as well as Trust-

owned life insurance. It should be 

noted that the two scenarios discussed 

only serve as an overview of how one 

may decide to own life insurance. 

Several other variables should be 

considered and discussed before 

settling on either one of the scenarios. 

Nonetheless, the fact remains that no 

matter which approach one decides to 

take, the use of life insurance within 

the estate plan continues to add value 

and flexibility to the overall plan. 

                                                                                 
 

 

3 Please note, there may still be some tax 

ramifications if the withdrawals aren’t properly 
structured. 

 

The Pros and Cons of Placing a Life Insurance Policy within a Trust 
By Wellington Tejeda, Managing Director 
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Philanthropy 
 

Throughout the past several months, Travers & Associates, Inc. has pursued various charitable efforts amongst the Long 

Island community. These efforts include participation in Day One Foundation’s 3rd Annual Golf Outing, raising funds for 

Pal-O-Mine and hosting a coat drive. 

Day One Foundation, established by CEO Brian Travers in 2010, hosted its 3rd Annual Golf Outing in support of Stony 

Brook Children’s Hospital on September 8th at Woodside Acres. The day consisted of an appearance made by World Long 

Drive Champion Dan Boever, golf, dinner, awards and live auctions. The entirety of this event helped to raise $40,000, which 

was matched by an anonymous donor, for a total of $80,000 in 

proceeds. Due to the current expansion of Stony Brook 

Children’s Hospital, this donation will have a tremendous impact on 

children and families seeking assistance at this healthcare facility. 

As for Pal-O-Mine, members of the Travers & Associates, Inc. firm 

have been making a conscious effort to collect change on a daily 

basis. At the conclusion of each month, the firm aims to donate the 

sum of money to this local organization. In addition to the Day 

One Foundation and Pal-O-Mine, the firm is hosting a coat drive 

from the months of September to November. This drive is in support 

of community members in need of assistance this fall season.  Due to 

the strong need of various sized jackets, the firm is looking to collect coats and jackets suitable for a range of ages, adhering 

to the needs of families. 

With these philanthropic efforts in mind, Travers & Associates, Inc. hopes to make an impact on the lives of those less 

fortunate. By donating to these causes, community members will be granted the resources they never sought possible. 
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