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How Life Insurance can create a legacy and 
 generate tax-free income in retirement



Introduction  
Life insurance is often perceived as a tool
for providing financial protection to loved
ones in the event of the policyholder’s
death. However, it can also serve as a valu-
able retirement income planning tool, 
offering a range of benefits that go beyond 
traditional insurance coverage. In this book-
let, we will explore how life insurance can be 
strategically utilized to help enhance retire-
ment, protect heirs, mitigate tax liabilities, 
and maximize wealth accumulation.

Part 1:Part 1:
Protecting Heirs and Estate Planning:Protecting Heirs and Estate Planning:
The primary purpose of life insurance is to serve 
as a tool for protecting heirs and preserving family 
wealth. Life insurance death benefits are generally 
paid out tax-free1 to beneficiaries, providing finan-
cial confidence and liquidity to heirs in the event 
of your death. This can help prevent hastily selling 
assets that may otherwise be inherited, helping to 
ensure that heirs receive their inheritance intact and 
minimizing the impact of estate taxes.

Part 2: Part 2: 
Borrowing Strategy:Borrowing Strategy:
Life insurance can also be integrated into a borrow-
ing strategy, allowing you to access funds for various
financial needs while maintaining the integrity of
your retirement savings. The cash value accumu-
lated in a permanent life insurance policy can be 
borrowed for any purpose. This loan offers a conve-
nient and flexible borrowing option, allowing you

to borrow against the cash value of your life insur-
ance policy at competitive interest rates. Unlike
traditional bank loans, policy loans do not require a
credit check or loan approval process, making them
an attractive option for you when seeking quick
access to funds without the hassle of paperwork or
credit checks. Policy loans will reduce the policy’s 
cash values and death benefits and could cause 
the policy to lapse or require additional premium 
payments. This assumes the policy is not a Modified 
Endowment Contract (MEC) which requires addi-
tional tax considerations.

Part 3:Part 3:
Retirement Income Planning with Life  Retirement Income Planning with Life  
Insurance: Insurance: 
Life insurance can play a crucial role in retirement 
planning by providing a source of tax-deferred 
growth and income during retirement. Permanent 
life insurance policies, such as whole life or universal 
life, accumulate cash value over time, which can be 
accessed tax-free through policy loans or withdraw-
als. By leveraging the cash value of a life insurance 
policy, retirees can supplement their retirement 
income, fund healthcare expenses, or cover 
unexpected financial needs without incurring tax 
liabilities.

Part 4:Part 4:
Mitigating Tax Liabilities: Mitigating Tax Liabilities: 
Life insurance can also help mitigate tax liabilities
for you and your heirs. In many cases, there are 
significant tax liabilities upon death, including 
estate taxes, income taxes 
on retirement account 
distributions, and capital 
gains taxes on appreciated 
assets.
Life insurance death bene-
fits can be used to offset
these tax liabilities, help-
ing to ensure that heirs 
receive their inheritance 
without being burdened 
by excessive taxes. Addi-
tionally, life insurance can help reduce or eliminate 
a liquidity crisis to pay death taxes, helping heirs to 
preserve family assets and maintain financial stability 
during a challenging time.

1  Life insurance death benefits are typically tax free to a properly named beneficiary. Life insurance agents do not provide tax advice.
While IUL may help you address different financial needs, this information is not meant to imply that you may be able to use the policy to meet all of these 
financial needs during their lifetime. Utilizing one or more IUL benefits may reduce or negate other features of the policy.
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Part 5:Part 5:
Premium Financing:Premium Financing:
For high-net-worth individuals, premium financing
offers a sophisticated strategy for maximizing wealth
accumulation with life insurance. Premium 
financing involves borrowing funds from a bank to 
pay for life insurance premiums, allowing policyhold-
ers to leverage their existing assets to acquire a larger 
life insurance policy than they could afford with cash 
alone. By using borrowed funds to finance life 
insurance premiums, policyholders can take advan-
tage of the tax-deferred growth and estate planning 
benefits of life insurance while preserving their 
liquidity and maintaining control over their assets. 
This strategy involves a number of unique risks and 
considerations and should be executed only after 
careful consultation with a team of insurance, tax and 
legal advisors.

While life insurance offers valuable protection and
financial benefits, it’s essential to acknowledge that
this protection can come at a significant cost in
the form of annual policy premiums. If your liquid
income is fixed, meeting these premium obligations
may pose a challenge. However, there are financing 
options available to help alleviate this financial
burden and ensure that you can maintain your
coverage.

In Conclusion,
By incorporating life insurance into your retire-
ment strategy, you can enhance your income 
plan and help protect your heirs. With careful 
planning and strategic use of life insurance 
products, you can prepare for a prosperous and 
fulfilling retirement while leaving a lasting lega-
cy for future generations.

Life insurance policies are contracts between you 
and an insurance company and are not suitable 
for everyone.  Life insurance product guarantees 
rely on the financial strength and claims-paying 
ability of the issuing insurer and are not FDIC 
Insured. Life insurance riders may be available 
for an additional annual fee. Policy and rider 
availability may vary by state. 

Life insurance products contain fees, such as 
mortality and expense charges, and may con-
tain restrictions, such as surrender charges. 
Surrender charges vary by product, issue age, 
sex, underwriting class and policy year. Policy 
loans and withdrawals will reduce the available 
cash value and death benefit and may cause 
the policy to lapse or affect guarantees against 
lapse. Additional premium payments may be 
required to keep the policy in force. In the event 
of a lapse, outstanding policy loans in excess of 
unrecovered cost basis will be subject to ordi-
nary income tax. This assumes the policy is not 
a Modified Endowment Contract (MEC).

Most life insurance policies are subject to med-
ical underwriting, and in some cases, financial 
underwriting, and the costs of a life insurance 
policy, including premiums and cost of insur-
ance charges, is dependent on your age and 
health at the time of application.

If properly structured, proceeds from life in-
surance are generally income tax free. This 
information is not intended to provide specific 
tax, legal or investment advice. Individuals are 
encouraged to speak to a qualified professional 
regarding their personal situation. 3
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Affinity Advisory Network, LLC is a financial services firm helping clients prepare for retirement through the use of 
insurance and investment products and services. We are not endorsed by or affiliated with any government agency. 
Affinity Advisory Network, LLC is a network of professionals acting together for the overall benefit of each client, in-
cluding CPAs, Insurance Agents, Accountants, Real Estate professionals, VA Accredited Claims Agents, and Attor-
neys. Many of the professionals within the network are independent of the Affinity Advisory Network and maintain their 
own licenses. 

Investment advisory and financial planning services offered through AAN Wealth Advisors, LLC, a State of Ohio In-
vestment Advisor. Sub-advisory services are provided by Advisory Alpha LLC, A SEC registered Investment Advisor. 
AAN Wealth and Advisory Alpha, LLC are separate and unaffiliated entities. Registration with the SEC or state does 
not constitute an endorsement of the firm by regulators, nor does it indicate that the adviser has attained a particular 
level of skill or ability.

This content is for informational purposes only and does not intend to make an offer or solicitation for sale or pur-
chase of any securities. Investing involves risk, including the potential loss of principal. No investment strategy, such 
as asset allocation or diversification, can guarantee a profit or protect against loss in periods of declining values. 
Changes in investment strategies, contributions or withdrawals, and economic conditions may materially affect the 
performance of your portfolio. There are no assurances that a portfolio will match or outperform any particular bench-
mark. Investors should carefully consider the investment objectives, risks, fees and expenses before investing. Any 
financial services firms referenced in this material do not provide tax or legal advice. Please consult with your tax or 
legal professional regarding specific issues prior to making a tax or legal decision. Insurance product guarantees are 
backed by the financial strength and claims-paying ability of the issuing company. Product and feature availability may 
vary by state.

If you would like a written opinion you can rely on, please contact an accountant, financial adviser, or attorney. The 
materials contained herein are not intended to, and do not constitute, legal or financial advice. Attorneys are licensed 
in limited jurisdictions. The firm does not intend to practice law in any state in which we do not have licensed attor-
neys, and this information is not intended to solicit representation that would constitute the unauthorized practice of 
law in any jurisdiction. Hiring a lawyer is an important decision that should not be based solely on this material. Before 
you decide, please contact us for further information about our qualifications and experience. Neither transmission nor 
receipt of these materials creates an attorney-client relationship between the sender and the receiver. 


