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72tAccess Your  
IRA Asset Today

Plan for the Consequences 
of Living a Long Life
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Today’s Overview
• Consequences of longevity
• Higher future taxes
• Market volatility (no caps/no floors)
• Asset allocation to product allocation
• Use existing IRA asset to fund product through a 
72t strategy that: 

• Grows the asset value with stock market 
performance with interest rate floors and caps

• Provides a death benefit in case of premature death
• Allows for the acceleration of the death benefit on a 
tax-free basis in case of chronic illness

• Can provide for lifetime tax-free income you 
cannot outlive
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Consequences of Longevity: 
The Need for Longevity Planning
• 80+ age group growing 5x faster than the overall 
population

• A couple age 65 today: 50% chance one will live to 
92 and 25% chance one will live to 97

• Advances in care and improvement in health (i.e. 
smoking), there is a possibility of spending 15, 20, 25 
or more years in retirement than planned for

• We suggest a retirement plan projecting life 
expectancy to age 100

• People are living longer and we must plan 
accordingly!
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Consequences of Longevity: 
Primary Fears of Longevity
• With a very volatile stock market, where 
do I invest protecting against downside 
market risk, but get a fair return?

• Potential devastating costs of a chronic 
illness wiping out retirement assets

• Outliving retirement assets and the income 
needed during retirement

• Being a burden on one’s children
• Quality of life during a possibly very long 
retirement period 



Higher Future Taxes
• Currently tax rates are low compared to 

historic levels
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Higher Future Taxes
• Currently tax rates are low compared to historic levels
• Bush tax cuts could be eliminated, possible move to flat tax
• To bring deficit in line, spending must be decreased and 
revenues must be increased, hence higher taxes expected  
in the future:
 • ”Official Debt” via the government in $14-15 trillion range

• Budget Control Act of 2011-increases debt ceiling by over an 
additional $2 trillion through 2013

• ”Real Debt,” when you include future liabilities (i.e. Medicare 
Social Security), increases to $75+ trillion

• Federal government has been run on a “pay-as-you-go” or 
a cash basis

• Unlike corporations or state governments, do not account for 
unfunded liabilities

• This “Real Debt” calculates to $1 million per taxpayer
6



How Large is a Trillion? 

Question:
What year was it one  
trillion seconds ago?
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30,000 BC 

Need to spend  
$31.5 million/year for  
31,715 years to spend  

$1 trillion



9

Do You Know These IRA Facts?
• Currently $5 trillion in IRA assets
• Comprises 25% of US wealth
• Asset values increase or decrease via the underlying 
investment, no floors, no caps

• The government has an average 33% tax lien on 
these assets

• As the IRA asset grows tax deferred, all growth is 
taxed on distribution

• At 701/2 years old, taxable distributions are 
mandatory––whether you need the money or not

• Distributions prior to age 591/2 are subject to 
additional 10% penalty

•IRA could be subject to estate taxes
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72t Strategy
Take advantage of a strategy that allows for the  
access of your IRA prior to age 591/2 that provides:
• No 10% premature distribution penalty
• Pay taxes on the current distribution, either out-of-
pocket or through the policy’s CSV (loans)

• Pay taxes on the “Seed” but not the “Harvest”
• Policy values grow tax deferred 
• Distributions are income tax free, through policy 
withdrawals/loans

• Policy can provide tax-free lifetime income you 
cannot outlive
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72t Strategy              (continued)
Take advantage of a strategy that allows for the  
access of your IRA prior to age 591/2 that provides:
• Income tax free death benefit to beneficiaries

• Access the tax free death benefit on a chronic 
illness trigger 

• Death benefit can be accelerated on a terminal illness
• Indexed UL policy, where the policies’ value grows 
with the market

• No downside risk as the credited rate cannot go 
below 0%, regardless of the market performance 

• Upside capped currently at 13.5%, with participation 
rates guaranteed at 100% or higher

• Gains are locked in annually
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72t Early IRA Distribution
IRS Rule 72(t)
• Can roll 401k, 403b, TSA, 457 plans into an IRA
• Take “Substantial Equal Periodic Payment” (SEPP) from IRA
• Formula driven payout amounts stipulated by IRS

• Based on age, size of IRA, interest rate 
•Calculated by your investment firm
• Three options available, take any of the choices

• Eliminates the 10% early withdrawal penalty for pre-591/2 
withdrawals from IRA’s

•   Continue taking SEPP for at least 5 years or until age 591/2 , 
whichever is longer

•   Once past 591/2 , can continue to take normal distributions 
to fund the insurance policy if needed
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72t Strategy

Male, Age 55
$500,000 IRA

Take 72(t) distribution
of $26,575* for 5 years

and normal distribution 
for another 5 years

Fund life policy, paying $26,575 
for 10 years. Providing

Death Benefit of $900,000.

If experience Chronic illness, 
accelerate Death Benefit 
as a tax-free living benefit

Potential for 
retirement income

No 10% premature
distribution

penalty

If die prematurely, 
$900,000 income 

tax-free death 
benefit to

beneficiaries

Indexed UL
Cash value grows 
tax-deferred† and
tied to the S&P
performance

Lifetime Income Benefit Rider
Income you cannot outlive.

$29,000/year starting at
age 71 for life

Scenario:

Death Benefit paid annually 
up to the annual IRS limit 

on a chronic illness

* Per 72(t) formula, where distribution ranges from $17k annually to $26k annually
† Indexed UL: Annual floor-0%, Annual Cap-13.5%

  

Residual 
death benefit

Innovative Insurance Solutions

Pay tax

This is me!
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Traditional IRA vs. 72t Strategy

1. IRA growth at 4% assuming after-tax income of $29,500 
    beginning at age 71 for life
2. 72t Strategy growth without life insurance death benefit, 
    assuming net income of $29,500 beginning at age 71 for life
3. 72t Strategy growth with life insurance death benefit, 
    assuming net income of $29,500 beginning at age 71 for life
 • 72t Strategy assumes withdrawing $26,575/year for 
           10 years, beginning at age 55, from a $500,000 IRA
 • Assumes tax-free income for life of $29,500, beginning 
           at age 71
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IRA vs. 72t Strategy Growth

1
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3

Year income begins
(age 71)

$928,566

$834,638

$1,015,924

$1,382,689

$1,285,175

$1,203,845

$935,710

$1,152,392

$1,281,467

$1,376,486
$1,486,147

$632,660

$769,727 $841,342

$777,804
$700,500

$606,447

$516,733

$520,000

$487,000 $526,518
$622,900

$1,118,075

$1,236,113

$1,364,641

$1,471,595

Innovative Insurance Solutions

Apples to Apples Comparison!
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72t Opportunities
• A lot of IRA money available, most clients have one
• Asset allocation to product allocation

• Allocate assets to a plan for longevity 
• Third investment leg––stocks, bonds, life insurance
• Grows with the performance of the S&P

• Client does not need to write a check
• Living Benefits, plus death benefit, all income tax free
• Pay taxes on the “Seed” and not the “Harvest”
• No premature distribution penalty
• Can eliminate other insurance policies
• Depleting the IRA does not provide these benefits

• Investing in this strategy does!
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Questions?

291 Main Street, Northport, NY 11768 • 631-239-6655


