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The Roth IRA Alternative: 

Tax Free Income Using Cash Value Life Insurance 

Perhaps clients have looked into contributing to a Roth IRA. 

After all, a Roth IRA can be a valuable part of their overall retirement income strategy, offering:  

 Tax-free accumulation  
 Tax-free distributions  
 No Required Minimum Distributions (RMDs) 
 

PROBLEM: But they don’t qualify... 
 
 Clients may have maximized their Roth IRA contributions (the maximum is $6,000/year) or their 

income may be too high to be eligible.  
 They have maxed out their 401(k) contributions and want to save more for retirement, but are not 

sure how. 
 

SOLUTION: Clients may consider life insurance as a Roth IRA alternative.  
 
For clients with a need for life insurance protection and want to save additional money for retirement, 
but don’t qualify for a Roth IRA, a cash value life insurance policy may be the right strategy. 

As you can see, cash value life insurance has many of the same benefits as a Roth IRA. 
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See the Roth IRA Alternative in action. 
 
Meet Mike and Robin Miller.  
 

 Both age 45  
 Successful professionals earning more than $203,000 in joint income per year  
 Need life insurance protection  
 Maxed out their 401(k)s  
 Don’t qualify for a Roth IRA, due to their income level  
 Have an additional $10,000 per year they’d like to save for retirement 

 
The Plan. 
 

 They purchase a cash value life insurance policy and fund it for 20 years (total $200,000). 
 
The Benefits. 
 

 They may take $30,000 per year in income for 20 years (total $600,000) and still maintain some 
life insurance benefit under current rates. 

 

 
 

For more information on how the Roth IRA Alternative could help clients,  
contact Southport Compass today. 

 
The policy premium and death benefit amounts used for this case are intended only to help demonstrate the planning 
concept discussed, and not to promote specific product. The values are broadly representative of rates that would apply for 
a policy of this type and size for the insured’s health and the ages noted in the example and are not guaranteed.  
Please be advised that this document is not intended as legal or tax advice. Accordingly, any tax information provided 
in this article is not intended or written to be used, and cannot be used, by any taxpayer for the purpose of avoiding 
penalties that may be imposed on the taxpayer. The tax information was written to support the promotion or 
marketing of the transaction(s) or matter(s) addressed, and you should seek advice based on your particular 
circumstances from an independent tax advisor. Neither Southport Compass, LLC nor its affiliates provide legal or tax 
advice. 


