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In situations where parents, married or otherwise, are both 
the owners and insured persons of a life insurance policy 
held for the benefit of their children, the fiscal laws have 
changed and are described below.

Background

On 28 September 2015, VLABEL [the Flemish Tax Authorities] 
issued a decision (No. 15129) on estate taxes applied to pol-
icies involving two policyholders and two insured persons. 
This decision was also confirmed by Decision No. 16029 of 
21 March 2016.

As a result, upon death of the first parent, the beneficiaries 
of the policy are required to pay estate taxes on half of the 
policy’s surrender value as at the day of death, even if the 
insured event did not occur and death benefit not actually 
paid.

Furthermore, these beneficiaries would not have the certain-
ty that on the policy’s termination the benefit would revert to 
them. The surviving parent, as the policyholder, has the right 
to change the beneficiary clause or to surrender the policy.

Nowadays

On 23 December 2016, the Flemish legislator modified a 
third paragraph in Article 2.7.1.0.6, §1 of the Flemish Tax 
Code with the aim to change this position described as “un-
fair”.

“If the deceased had taken out a policy under which an in-
demnity may be paid only after the death of the deceased, 
the monies, annuities or securities shall be deemed to have 
been received gratuitously and as bequests, as follows:
1st  by the person who redeems the life insurance policy after 

the death of the deceased, at the time of redemption;
2nd  by the person who actually receives the monies, annui-

ties or securities after the death of the deceased, at the 
time when an indemnity is paid”.

This means that, from now on, estate taxes are payable:

(1st)  by the surviving parent in the event that he/she re-
deems the policy,

(2nd) by the beneficiaries at the termination of the policy.

In the first case, the death benefit shall be taxable up to:
•  50% of the redemption value, if the premiums were invest-

ed as common property of the spouses or as the undivided 
property of the two policyholders

•  100% of the redemption value if the premiums were invest-
ed with the deceased’s own assets

The legislator also introduced a second paragraph in Article 
2.7.3.2.8 of the Flemish Tax Code clarifying that, as donation 
taxes are already collected on life insurance policies, estate 
taxes can no longer be collected in proportion to the amount 
of the tax base already paid.

“In the case of a life insurance policy, the taxable base of the 
monies, annuities or securities that may apply to the person 
referred to in Article 2.7.1.0.6 shall be reduced by the amount 
used as a taxable base to collect donation taxes if the policy 
was donated to that person by the deceased”.

This means that the surviving parent may transfer his or her 
rights on the life insurance policy to the beneficiaries to op-
timise the estate taxes collected on the value of the policy 
at the time of the transfer. In exchange, the latter also has 
the right to impose the payment of an annuity on the ben-
eficiaries.

The advantage of this development is that it allows the par-
ents to retain ownership of the estate and to be protected in 
the event of the death of one of them.
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Disclaimer

This document was drawn up in October 2017 based on information validated at that date. 

Any statements concerning taxation are based upon our understanding of current taxation laws and practices which are subject to change. 

This document is of a general nature only. Bâloise Vie Luxembourg S.A. does not give any legal or tax advice or any other advice of any kind whatsoever in this 
document. Clients are urged to seek advice from independent advisers. 

Although the information contained in this document comes from reliable sources, Bâloise Vie Luxembourg S.A. does not vouch for its correctness, accuracy, 
pertinence or exhaustiveness or its being up to date in respect of the personal situation of each subscriber. Consequently, Bâloise Vie Luxembourg S.A. declines 
all liability in the event of error, misprint or misinterpretation of the information contained in this document. 

All author’s rights in this document are the property of Bâloise Vie Luxembourg S.A. It may not be disseminated in any form whatsoever without the prior agree-
ment of Bâloise Vie Luxembourg S.A.
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