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Life Insurance Retirement Plans (LIRPs)
A Life Insurance Retirement Plan (LIRP) is the use of a life insurance policy to obtain money in the
future to use for retirement or other life events. A policyholder pays premiums which grow taxfree and later accesses the accumulated cash value by taking withdrawals and policy loans that are
tax-free and remain so as long as the policy continues. The cash value in a LIRP grows more
efficiently because the minimum amount of death benefit required is purchased, reducing the cost
of the policy.

FACTS
Melanie, 45, is a physician who wishes to save
more money for retirement at age 65.
Each year, she contributes the maximum amount
allowable to her qualified plan and finds this is
insufficient to meet her retirement income needs.
Melanie has considered purchasing mutual funds
and other securities but would prefer a more taxefficient way to save.

OPPORTUNITIES
Melanie purchases a permanent life insurance policy
with a minimum amount of death benefit and pays
planned premiums of $50,000 a year until her
retirement in 20 years.
At her retirement, she is able to draw $121,500 a year tax-free from the policy via a
combination of tax-free withdrawals and loans for 20 years, assuming a policy crediting rate
of 5.3%.

RESULTS
Melanie is able to save more for her retirement, resulting in
more income to supplement her qualified plan withdrawals.
The premiums Melanie pays grow tax-free inside the policy
and, after her retirement, she can take money from the
policy via tax-free loans and withdrawals. At her death,
Melanie’s children can share in the policy’s remaining death
benefit that will be paid income tax-free.
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