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Why is life insurance part of the estate
planning process?
(1) Create an estate that will support dependents: The most essential
function of life insurance is to assure the necessary support for
dependents in the event of a breadwinner’s premature death.
(2) Preserve assets that would otherwise have to be sold to pay any
estate taxes: Whether or not your assets are illiquid, if your estate is
subject to estate taxes, a large percentage of your assets may have
to be sold within nine months of your (or a surviving spouse’s)
death to pay estate taxes. Life insurance provides cash that may be
needed to pay estate taxes.
(3) Equalize or balance the value of your children’s individual
inheritances: If only some of your children will inherit certain
assets – for example, a family business or a home (including a
second residence) – life insurance for the benefit of other family
members can be used to equalize the distribution of your estate.
(4) Fund a buy-sell agreement or business succession plan: Business
buy-sell agreements or succession plans create rights and
obligations to transfer or purchase business ownership interests
under certain circumstances, including the death of an owner. Life
insurance can be used to fund this obligation.

FAQ’S DISCLAIMER
The CEPC, as a public service, provides educational materials on estate planning topics. Nothing in these materials is to be
considered tax, legal, investment or other professional advice. The information is merely provided for educational purposes and
no action should be taken without consulting your own tax, estate, legal, financial, investment, insurance and other advisors. The
CEPC is not engaged in the business of providing professional services and expressly disclaims any and all warranties in
connection with providing these educational materials. By using these materials, you agree to release and hold harmless the
CEPC, and any of their officers, employees, and the members of the CEPC Public Outreach Committee from any liability,
losses, damages, claims, causes of action, interest, expenses, costs and attorney’s fees arising out of or related to the use of
these materials.

