Solution 1: IRA Income Tax Offset
Life Insurance
$200,000

IRA
$500,000

Taxes

Beneficiaries
$500,000

3 Circles: Where will your
money go?
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Solution 2: IRA Income Tax Elimination
Life Insurance
$500,000

IRA
$500,000

Beneficiaries
$500,000

Charity
$500,000

G

2 Questions:
1. If things go the way you have planned, what’s
going to happen to your IRA?
2. Why haven’t you given it to them already?

3 Point Value Proposition:
1. We’ll keep your IRA in your Care, Custody
and Control;

Tax-free Total
$1,000,000

2. Potentially double or triple the value of your
legacy; and
3. Take no additional investment risk in
your portfolio

Your Current IRA Plan
This strategy may not be appropriate for every client. This information is provided by
American General Life Insurance Company (AGL) and, in New York, The United States Life
Insurance Company in the City of New York (US Life), members of American International
Group, Inc. (AIG). We, AGL and US Life, are insurance companies and we issue and
administer insurance products. The information contained in this document is general in
nature and intended for educational purposes. We do not provide investment, financial,
legal and/or tax advice or recommendations relative to the insurance products you
purchase from us through authorized independent insurance agents or financial advisors.
Any verbal interactions or written communications, including this form, you have with and/
or receive from us are intended solely to facilitate the administration of a life insurance
policy and/or to educate you with respect to our products and services. Applicable laws
and regulations are complex and subject to change. Any tax statements in this material
are not intended to suggest the avoidance of U.S. federal, state or local tax penalties.
You must consult with your insurance agent or financial advisor in order to receive advice
or recommendations regarding this contract. We are not, and will not, provide advice,
guidance or recommendations that create a fiduciary relationship between you and us
with respect to your insurance product. We value our relationship with you, and always
seek to provide you quality products and services to help meet your insurance needs.
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IRA Value $500,000
IRA Taxes $200,000

Beneficiaries $300,000

All guarantees and benefits of the insurance policy are backed by the claims-paying
ability of the issuing insurance company. They are not backed by the broker/dealer and/
or insurance agency selling the policy, nor by any of their affiliates, and none of them
makes any representations or guarantees regarding the claims-paying ability of the issuing
insurance company.
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Assumes a 40% combined Federal and state tax bracket.

WHERE WILL YOUR MONEY GO?
L.O. = Loved Ones
C = Charity
G = Government
Ask your client to cross out the one they would LEAST like
to get their money when they’re done with it. In most cases
your clients will chuckle and cross out Government.

“Mr. & Mrs. Client, that’s why I wanted to talk to you today.
I suspected that you might feel this way. That’s why today I
want to introduce you to a couple of insurance options that
may help create a significant value for you to pass to your
loved ones and charities, without you losing control over
the money, and without losing a significant portion of your
wealth to income taxes.”

2 QUESTIONS AND 3 POINT VALUE PROPOSITION
Ask:
“If things go the way you have planned, what’s going to
happen to your IRA?”
[most likely the answer is: “my loved ones/kids”]
Why haven’t you given it to them already?
[most likely answer is: “we may need the $$”]

So I wanted to talk to you about a couple of insurance
options that can:
1. Allow you to keep your IRA in your Care, Custody and
Control for the rest of your life, in case you need it. . .
2. Potentially double or triple the value of the asset for
your beneficiaries. . . And
3. Do all of this while taking no additional investment
risk in your portfolio.
Would you like to see how an idea like that might work
for you?”

IRA INCOME TAX OFFSET SOLUTION
Consider the following hypothetical example:
Your client could purchase a $200,000 survivorship UL
policy. When the parents die and the children inherit the
IRA, they also inherit the $200,000 life insurance death
benefits, which are paid to them income tax-free.
The children can use the life insurance death benefits to pay
the $200,000 of taxes they owe for inheriting the IRA.
Now, without being reduced by the burden of taxes,
the children get to keep the entire $500,000 IRA,

increasing their inheritance by over
65% compared to the children’s originally expected
after-tax inheritance of $300,000!

!

In fact, if they used the life insurance to pay the income
taxes on their IRA, they would have choices:
1. They could liquidate the IRA and invest the entire
$500,000 into their investment portfolio where they
may have (a) complete liquidity; and (b) no RMD’s; OR
2. Under current law, they could “stretch” their IRA,
continuing tax-deferral as long as possible, and using
the life insurance to pay the income taxes on their
required distributions as they are taken out.
Either way, the beneficiaries are significantly further ahead
financially than they were in the absence of the Tax Offset plan.
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Assumes a 40% combined Federal and state tax
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IRA INCOME TAX ELIMINATION SOLUTION
Starting with the same $500,000 IRA, we purchase a
$500,000 survivorship life insurance policy.
But this time, instead of using the death benefits to pay
the taxes, the $500,000 death benefit goes to the
children income tax-free.
The charity then becomes the beneficiary of the
$500,000 IRA. If done properly and the charity is a
qualifying 501(c)(3) organization, their inheritance of
$500,000 is also income tax-free.

Add it all up, and the combined legacy
is now $1,000,000, which is more than
triple the children’s original after-tax
legacy of just $300,000.
That’s pretty motivating.
Of course, doubling or tripling the beneficiary’s inherited
value does come at a cost – the premiums on the life
insurance. But, depending on the client’s health and
other factors, that cost could make sense for your client.

