IRA Income Tax Offset Solution
IRA $500,000
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2 Questions:
1. If things go the way you have planned, what’s
going to happen to your IRA?
2. Why don’t you give it to them right now?

3 Point Value Proposition:

RMD’s
Life Insurance
$500,000
Beneficiaries
$500,000

Charity
$500,000
Tax-Free Total
$1,000,000

1. We’ll keep your IRA in your Care, Custody
and Control;
2. Potentially double or triple the value of your
legacy; and
3. Take no additional investment risk in
your portfolio

Your Current IRA Plan

IRA Value $500,000
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IRA Taxes $200,000

Beneficiaries $300,000

Where do you want your money to 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 about your portfolio.
That’s why today I want to introduce you to several
strategies for your IRA 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 don’t you give it to your loved ones right now?“
[most likely answer is: “we may need the $$”]

So I wanted to talk to you about a specific strategy for
your IRA that can:
1. 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
Your client would use the RMD’s from their $500,000 IRA
to 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
would 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.

IRA Income Tax Elimination Solution
Starting with the same $500,000 IRA, we use the
RMD’s to 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 powerful.

