Benefits of Life Insurance as Supplemental Retirement Income

$5 - $10 - $20
WHEN DO YOUR CLIENTS WANT TO PAY TAXES?
Essentially, every dollar that goes
towards your client’s retirement goes
through three phases:
1. The client puts money in
2. The money grows and
3. The client takes the money out
With regards to those three phases I have
good news and I have bad news:
• The bad news is that the IRS will
require the client to pay taxes on at
least one of these three phases.
• The good news is that the CLIENT
gets to decide which one. It all
depends on the investments they
choose.
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With that in mind, in a successful
retirement investment strategy,
consistent long-term investment growth
means that your client(s) assets continue
to grow through each phase. Therefore,
what your client puts in should be the
smallest. As it grows it should be worth
more at the end of the accumulation
phase. And with continued potential
growth the amount the client is able to
take out should be even more.
Now that the client knows the choice is
theirs – that they can choose to pay taxes
on the money they put in, the growth or
the money they take out – which would
they prefer?
[Most people will answer: “I choose to
pay tax on the smallest number, the
money I put in.”]

PAGE 1 OF 2

Life Insurance has tax benefits and other advantages
death benefit for beneficiaries
P Income-tax-free
In addition to everything you withdraw and borrow from the policy 		
- income-tax-free
, the residual net death benefits are generally paid to
1
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your clients' beneficiaries income-tax-free.

IRS annual limitation on premiums paid into a life insurance policy
P No specific
Once policy is purchased, there will be a maximum amount of premium clients
- can
contribute based on the amount of death benefit they purchased
limit on gross income affecting your ability to contribute premiums
P NoUnlike
Roth-IRA’s, there’s no such thing as “making too much money 			
- to contribute.”
premiums may be “made up” at a later time
P Missed
Do remember that they shouldn’t skip a premium if it would cause the policy to
- lapse
or to lose any other valuable benefits.
policy’s account value potentially grows income-tax-deferred, so no taxes are
P The
paid as it grows each year.
using loans and withdrawals are income-tax-free when structured
P Distributions
properly
10% penalty tax for accessing policy cash values prior to age 59½ when
P Nostructured
properly
P No required minimum distributions (RMDs) for owners - take distributions as needed
P Self-completing upon death (Death benefit exceeds account value)
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For more information contact:

Agent/Agency Name
Telephone
Email

1 Life insurance death benefits are generally tax-free for beneficiaries under IRC 101(a), but may under certain situations be taxable in
part or whole.
2 Policy must comply with IRS requirements to qualify as a life insurance contract. Total premiums in the policy cannot exceed funding
limitations under IRC 7702.
3 Withdrawals during the first 15 years of the contract may be treated as income first and includible in policyholder’s income. Distributions
will reduce policy values and may reduce benefits. Availability of policy loans and withdrawals depend on multiple factors including
but not limited to policy terms and conditions, performance, and fees or expenses.
4 If the policy is classified as a modified endowment contract (see IRC 7702A), withdrawals or loans are subject to regular income tax and
an additional 10% tax penalty may apply if taken prior to age 59 ½.
This information is general in nature and may be subject to change. The Company, its financial professionals and other representatives
are not authorized to give legal, tax or accounting advice. Applicable laws and regulations are complex and subject to change. For advice
concerning your situation, consult your professional attorney, tax advisor or accountant. Policies issued by American General Life Insurance
Company (AGL), Houston, Texas. Issuing company AGL is responsible for financial obligations of insurance products and is a member of
American International Group, Inc. (AIG). AGL does not solicit business in the state of New York. Policies and riders not available in all states.
© 2020 AIG. All rights reserved.
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