
INSURANCE WHILE LIVING FOR THE NEXT GENERATION

Pacifiers to Policies
A warm, parent-friendly guide to giving children protection they may be able
to use throughout life

A child’s life insurance policy is not only a plan for what happens after death. Depending on the
type of policy, it may also protect future insurability, begin building cash value early, and become
a financial tool the child can carry into adulthood. Starting young gives the policy something
valuable that cannot be purchased later: time.

This is not only about leaving something behind. It is
about building something they may be able to use while

living.

Prepared with care by
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Let’s begin with the living part
When parents hear life insurance for children, they may immediately think about a death benefit.
That protection is part of the contract, but it is not the whole conversation. Certain permanent
policies are designed to stay with a child into adulthood and may build value along the way.

A child policy may help create
• A base of permanent life insurance secured while the child is young and insurable.

• An option to purchase additional coverage later without new medical underwriting, when the
policy or rider specifically guarantees it.

• More years for cash value to accumulate inside a permanent policy.

• A policy the child may eventually own, manage, and use as part of a larger financial plan.

• Access to available cash value later through policy loans or withdrawals, subject to the contract
and important tradeoffs.

And yes, it still provides life insurance
The policy also includes a death benefit. We will explain that honestly, but it does not need to be
the headline. The bigger story is protection that may grow up with the child and serve more than
one purpose over a lifetime.

Keep the whole family foundation in view
Parents and caregivers still need adequate protection, emergency savings, health coverage, and
an estate plan. A child’s policy should strengthen the family plan, not replace the protection the
household needs today.
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Three different ways a child may be covered
These options are not interchangeable. One mainly provides a death benefit. The others may
offer lifelong coverage and cash value.

Structure What it may provide What parents should understand

Child term rider Low-cost coverage attached to an adult policy,
usually for a limited amount and period.

It generally does not build cash value.
Ask about conversion rights, deadlines,
and what happens if the adult policy
ends.

Juvenile whole life
Permanent coverage with guarantees stated in the
contract. Premiums may be level, and guaranteed
cash value may build over time.

Review the guaranteed values,
ownership transfer, dividends if any, and
guaranteed-purchase options. Not every
policy offers the same features.

Juvenile indexed
universal life

Permanent, flexible-premium coverage with
cash-value crediting linked to an external index under
policy rules. The child is not directly invested in the
index.

Review caps, floors, participation rates,
charges, funding assumptions,
guarantees, and lapse risk. Illustrated
results are not promised.

Group or employer
coverage

Limited coverage available through a parent’s
workplace or association.

Check portability, continuation rights,
conversion options, and whether
coverage ends when employment
changes.

Whole life and IUL do not build value the same way
Whole life generally emphasizes contractual guarantees and predictable premiums. An IUL offers
different flexibility and cash-value potential, but it also requires careful design, adequate funding,
and ongoing reviews. The better fit depends on the family’s goal, budget, time horizon, and ability
to maintain the policy.
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The first head start - future insurability
Health can change without warning. Securing coverage while a child is young may establish a
base policy before future diagnoses, medications, occupations, or hobbies make new coverage
more expensive or harder to obtain.

What guaranteed insurability really means
Some permanent child policies include a guaranteed purchase option or guaranteed insurability
rider. It may allow the insured to purchase specified additional coverage at certain ages or life
events without new medical evidence. The new coverage is typically priced at the child’s age
when the additional coverage is purchased, not the age when the original childhood policy began.

Ask these questions before calling it guaranteed
• Is the feature built into the policy or added by rider?

• Which ages, dates, or life events open a purchase window?

• How much additional coverage may be purchased each time and in total?

• Does skipping an option affect future opportunities?

• Are standard age-based rates, financial underwriting, or administrative requirements still
applicable?

A clearer way to explain locked-in rates
Some whole-life policies lock in a level childhood premium for the original coverage. With an IUL,
the child’s age at issue is part of the policy’s original pricing, which can be an advantage over
waiting until adulthood. However, IUL premiums may be flexible, policy charges can change
within contractual limits, and credited interest is not guaranteed. Always separate what is
guaranteed from what is illustrated.
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The second head start - time for cash value
Adults often wish they had started important financial habits earlier. A permanent policy
purchased in childhood may have decades to build cash value before the child reaches major
adult milestones. Time does not guarantee a result, but it gives the policy a longer runway.

How cash value may support life later
• A policy loan may provide access to available value for an emergency, education, a first home, a

business opportunity, or another need.

• A withdrawal may provide money from the policy, subject to the policy’s rules, available basis, and
tax treatment.

• The policy may continue providing life insurance while also supporting a broader financial or
legacy plan.

This is access - not free money
Loans usually charge interest. Loans and withdrawals reduce available cash value and the death
benefit and may increase lapse risk. A lapse or surrender with a gain can create taxable income.
Access should be planned and monitored with the carrier, a licensed professional, and a tax
professional when appropriate.

Why funding matters so much with IUL
An IUL that is designed mainly for the minimum death benefit and long-term cash-value potential
may be funded differently from one designed primarily for death-benefit protection. Contributions
must stay within tax-law and carrier limits. Paying only a minimum suggested premium may not
produce the values shown in an illustration or keep coverage in force for life. Regular reviews are
essential.

What time can and cannot do
Starting early may improve the opportunity for long-term accumulation, but it does not turn an
illustration into a guarantee. Crediting rates, caps, participation rates, policy charges, loans,
withdrawals, and premium patterns all affect results.
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If your child has a disability or ongoing
medical needs
Do not assume a diagnosis automatically prevents coverage. Eligibility and underwriting are
carrier-specific. A carefully coordinated policy may become one piece of a much larger support
plan, but ownership and access to cash value deserve special attention.

Coordinate before transferring ownership
Who owns the policy can affect who controls loans, withdrawals, beneficiaries, and surrender. For
a person who receives or may later need means-tested benefits, ownership and cash value may
also affect eligibility. Coordinate with a qualified special-needs attorney and benefits professional
before transferring a policy or giving the child direct control.

The policy, the trust, and the care plan have different jobs
• The policy provides insurance protection and may build accessible value.

• A properly drafted trust may manage assets and help preserve eligibility for certain benefits.

• The estate and guardianship plan provides legal direction.

• The Letter of Intent carries the family’s day-to-day knowledge of the child.

A loving plan connects the pieces
No single policy can do every job. The goal is to build a coordinated plan that protects the child’s
life, choices, support system, and future - not simply to leave money behind.
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Whose policy is it, really
A child may be the insured, but an adult usually owns the policy. The owner controls beneficiaries,
policy loans, withdrawals, surrender, funding decisions, and ownership changes. Turning 18 does
not automatically hand over the keys in every contract, so families need an intentional transition
plan.

Role Key responsibility

Insured child The person whose life is covered

Owner Controls the policy and should keep records and contact information current

Premium payer Makes payments; may or may not be the owner

Beneficiary Receives the death benefit after an approved claim

Contingent beneficiary Receives proceeds if the primary beneficiary cannot

Plan the transition before adulthood
• Decide whether and when ownership should transfer.

• Teach the child what the policy protects and what its current values and guarantees mean.

• Explain premiums, riders, loans, withdrawals, surrender, and the danger of allowing the policy to
lapse.

• Discuss possible gift-tax, control, estate, and benefits implications with qualified professionals.

• Update billing, beneficiaries, and contact information so the policy does not get lost during the
transition.
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Choose the policy by the job it needs to do
Family goal Possible tool The important distinction

Simple child coverage Child term rider Usually inexpensive, but generally temporary and
without cash value.

Lifetime guarantees Juvenile whole life May offer level premiums, guaranteed values, and
future purchase options under the contract.

Long accumulation
runway Properly designed juvenile IUL

Offers cash-value potential and flexibility, but
nonguaranteed results and charges require funding
discipline and reviews.

Future insurability Permanent policy with a contractual
option or rider

Read the option dates, amounts, eligibility rules, and
pricing language.

Education savings 529 plan, savings, custodial account,
or other strategy

Compare taxes, access, fees, financial-aid treatment,
guarantees, and control. Life insurance is not a direct
replacement.

Special-needs planning Coordinated insurance, trust, estate,
benefits, and care plan

Ownership and access to cash value require legal
and benefits coordination.

Questions to ask before applying
• Is our main goal protection, guaranteed insurability, cash-value potential, or a combination?

• Which premiums, policy values, and purchase options are guaranteed?

• If this is an IUL, what assumptions are illustrated and what happens under lower-crediting
scenarios?

• How much funding is planned, and is that amount expected to support the policy for the intended
duration?

• Who owns the policy today, and when should ownership transfer?

• How would loans or withdrawals change cash value, death benefit, taxes, and lapse risk?

• How will we review the policy each year as the child grows?
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Give the policy time to grow with them
A child’s policy can be more than protection for someday. When it is thoughtfully chosen, properly
funded, and regularly reviewed, it may help protect future insurability, build value over time, and
become a living financial tool the child carries into adulthood.

Begin your protection conversation

tamara@thewallercollective.org | 404.992.3058

A clarity-first conversation with no pressure and no obligation.

Educational notice
This guide provides general educational information and is not legal, tax, medical, benefits, investment, or individualized
insurance advice. Policy availability, definitions, benefits, exclusions, costs, riders, renewability, and underwriting
requirements vary by state, carrier, and contract. Review the actual policy, outline of coverage, illustration when
applicable, and carrier disclosures before making a decision. The Waller Collective does not provide legal or tax advice.

Selected official resources
NAIC Life Insurance overview

NAIC Life Insurance Buyer’s Guide

IRS Life Insurance and Disability Proceeds

SEC Investor Bulletin on 529 Plans

Book your Complimentary Clarity Call

https://content.naic.org/insurance-topics/life-insurance
https://content.naic.org/sites/default/files/publication-lig-lp.pdf
https://www.irs.gov/help/ita/are-the-life-insurance-proceeds-i-received-taxable
https://www.investor.gov/introduction-investing/general-resources/news-alerts/alerts-bulletins/investor-bulletins/updated-investor-bulletin-529-plans
https://us.bigin.online/org939926920/bookings/complimentary-clarity-call#/
https://us.bigin.online/org939926920/bookings/complimentary-clarity-call#/

