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Life Insurance in Retirement Planning

Life insurance provides death benefit protection in the event of a premature death, for any number of needs, including to pay off
a mortgage, replace a salary, pay estate and transfer taxes, or fund a college education.
But did you also know that life insurance can have living benefits?
The policy’s cash value can grow tax-deferred, and any accumulated cash value can be accessed tax-free via loans and
withdrawals, as long as they are properly structured.
Moreover, these features can also make the policy cash value a good choice to supplement primary sources of retirement income.

LIFE INSURANCE IN RETIREMENT PROVIDES THE FOLLOWING BENEFITS:
1. In the event of premature death during your working years, the income tax-free death benefit can protect your family,
replace income, and complete financial obligations.1
2. The policy’s cash value can be used to help supplement the income from your other retirement assets.

Take a look at the chart below.
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* Paying more than the required minimum premium can help build cash value.
1
Life insurance death benefit proceeds are generally excludible from a beneficiary’s gross income for income tax purposes per IRC §101(a). There are a few exceptions,
such as when a life insurance policy has been transferred for valuable considerations.
2
Provided sufficient death benefit is purchased to ensure the policy is not a Modified Endowment Contract (MEC).
3
If the investment is a deferred annuity, cost of insurance charges may apply.
4
There is no downside market risk when using certain Prudential products.
5
If the taxable investment is a non‐qualified annuity, withdrawals taken prior to age 59½ may be subject to an additional 10% federal income tax penalty.
6
If investment is a non-qualified deferred annuity, tax-deferred accumulation applies. Also, the capital gain can be deferred in a taxable investment until shares are sold.
7
Withdrawals will be pro‐rata (partially taxable and partially nontaxable) if you have other traditional IRAs or gain in the contract.
8
The tax penalty only applies to taxable amounts from an early withdrawal. Withdrawals will be pro-rata (partially taxable and partially nontaxable) if you have other
traditional IRAs or gain in the contract.
9
Tax-deferred accumulation refers to appreciation in the context of municipal bonds.
10 
Withdrawals and distributions of taxable amounts are subject to ordinary income tax and, if made prior to age 59½, may be subject to an additional 10% federal income tax
penalty.
11 
May impact taxation of Social Security benefits and may have AMT consequences.
12 
Qualified withdrawals are federal income tax-free. To be a qualified withdrawal, the withdrawal must occur after the owner (1) has had a Roth IRA for at least five tax
years, and (2) is age 59½, is disabled, or has died.
13 
Some account balances that transfer to a surviving spouse may transfer tax-free.
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BENEFITS OF LIFE INSURANCE IN RETIREMENT PLANNING
1. The life insurance death benefit will generally be received income tax-free by heirs.
2. The life insurance cash values can grow tax-deferred.
3. As long as the policy is not a Modified Endowment Contract (MEC), the client can generally take tax-free withdrawals
up to basis out of the policy, and tax-free loans thereafter from the available cash value.
4. Accumulated cash value may be accessed by you or remain in the policy.
The chart on the previous page outlines some of the important features of a variety of financial vehicles. An
understanding of these features may help you to determine which of these products may meet your needs and whether
cash value life insurance can complement an existing financial portfolio. Some additional information you may wish to
consider:

THINGS TO CONSIDER
The primary purpose of life insurance is for death benefit protection, and this strategy assumes this to be a priority
objective for the policyowner.
  1. Life insurance premiums are not tax-deductible.
  2. Life insurance policies classified as Modified Endowment Contracts (MECs) may be subject to tax when a loan or
withdrawal is made, and a federal tax penalty of 10% may also apply to a MEC if the loan or withdrawal is taken
prior to age 59½.
  3. The policy cash value available for loans and withdrawals may be worth more or less than the original investment
amount, depending on the performance of the policy crediting rate. Life insurance policies may also have surrender
charges in the early policy years. Other factors that will affect cash values are the timely payments of premium and
the performance of underlying investment accounts, where applicable.
  4. Withdrawals and loans can reduce the policy death benefit and cash surrender value and may cause the policy to
lapse. Lapse of a life insurance policy can cause the loss of the death benefit. Lapse of a life insurance policy with
an outstanding loan may cause adverse income tax consequences.
  5. For life insurance, the cash value available for loans and withdrawals may be worth more or less than the original
premiums paid. Withdrawals from a life insurance policy may be subject to income tax after withdrawals exceed
cost basis.
  6. Taxable investments may be subject to income tax and/or capital gains tax.
  7. Distributions from non-deductible IRAs must be pro-rated if the client has deductible IRA monies or earnings in the
non-deductible IRA.
  8. Contributions to qualified plans and traditional IRAs may be tax-deductible, subject to certain limits.
  9. While qualified distributions from a ROTH IRA are generally federal income tax-free, if the ROTH IRA is a rollover
IRA, a waiting period may apply before distributions will be tax-free.
10. The tax treatment of income from municipal bonds will vary with the type of bond and the issuing municipality.

Life insurance is issued by The Prudential Insurance Company of America and its affiliates, Newark, NJ. Each company is solely responsible for its own financial condition
and contractual obligations. Like most insurance policies, our policies contain exclusions, limitations, reductions of benefits, and terms for keeping them in force.
A financial professional will be glad to provide you with costs and complete details.
We do not provide tax, accounting, or legal advice. Clients should consult their own independent advisors as to any tax, accounting, or legal statements made herein.
All guarantees and benefits of the insurance policy are backed by the claims-paying ability
Investment and Insurance Products:
of the issuing insurance company. Policy guarantees and benefits are not backed by the
Not Insured by FDIC, NCUSIF, or Any Federal Government Agency.
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
May Lose Value. Not a Deposit of or Guaranteed by Any Bank,
issuing insurance company.
Credit Union, Bank Affiliate, or Credit Union Affiliate.
This material is being provided for informational or educational purposes only and does not take into
account the investment objectives or financial situation of any client or prospective clients. The information is not intended as investment advice and is not a recommendation
about managing or investing your retirement savings. If you would like information about your particular investment needs, please contact a financial professional.
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