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Harold and Martha Fontaine are 65 and 60 respectively and 
are both retired.  They want $150,000 in after tax retirement 
cash flow indexed at 3.00%. 
 
They have a current net worth of $5,350,000 which includes a 
$600,000 IRA with a “Stretch” option. 
 
Can they meet their retirement cash flow goals while 
maintaining a comfortable level of net worth? 
 
Can a Roth conversion coupled with cash value life insurance 
improve their net worth and wealth to heirs? 

Case Study #1a 



Harold and Martha Fontaine’s Net Worth 

Wealthy and Wise® 

$5,350,000 



Strategy 1: Stretch IRA 
vs. 

Strategy 2: Charitable IRA 

Strategy 1: Stretch IRA 
vs. 

Strategy 2: Charitable IRA 

Net Worth 

After Providing Required Cash Flow 

Wealth to Heirs  



Strategy 1: Stretch IRA 
vs. 

Strategy 2: Charitable IRA 

Wealth to Charity  



Results at Ages 95/90 
(Joint life expectancy + 1) 

Heirs owe income tax on $1,077,321  



  Life Insurance Added to the Analysis 

Policy #1:  Indexed Survivor Universal Life 

Face amount:  $1,457,713 (level DB) 

Premiums:  $100,000 for 5 years* 

Policy Loans:  $42,373 starting in year 6 

*Source of Premiums:  Asset Allocation 



  Life Insurance Added to the Analysis 

Policy #1:  Indexed Survivor Universal Life 

Face amount:  $1,457,713 (level DB) 

Premiums:  $100,000 for 5 years* 

Policy Loans:  $42,373 starting in year 6 

Policy #2:  Indexed Universal Life (incr. DB) 

Face amount:  $1,024,653 

Premiums:  $30,000 for 10 years* 

*Source of Premiums:  Asset Allocation 



Net Worth 

After Providing Required Cash Flow 
and the Life Insurance Premiums 

Wealth to Heirs  

Strategy 1  =  Stretch IRA 
Strategy 2  =  Charitable IRA  
Strategy 3  =  Charitable IRA + Life Insurance 
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Strategy 1  =  Stretch IRA 
Strategy 2  =  Charitable IRA  
Strategy 3  =  Charitable IRA + Life Insurance 

Wealth to Charity  



Results at Ages 95/90 
(Joint life expectancy + 1) 

 Heirs owe income tax on $1,077,321  



Strategy 1: Stretch IRA 
vs. 

Strategy 4: Roth Conversion 

Strategy 1: Stretch IRA 
vs. 

Strategy 4: Roth Conversion 

Net Worth 

After Providing Required Cash Flow and the 
Tax on the Roth Conversion 

Wealth to Heirs  



Results at Ages 95/90 
(Joint life expectancy + 1) 

Heirs owe income tax on $1,077,321 



Strategy 1  =  Stretch IRA 
Strategy 4  =  Roth IRA  
Strategy 5  = Roth IRA +  Life Insurance 

Wealth to Heirs  

Net Worth 

After Providing Required Cash Flow, the Tax on the 
Roth Conversion, and the Life Insurance Premiums.   

Strategy 1  =  Stretch IRA 
Strategy 4  =  Roth IRA  
Strategy 5  = Roth IRA +  Life Insurance 



Results at Ages 95/90 
(Joint life expectancy + 1) 

 Heirs owe income tax on $1,077,321  

But no longer any 
dollars for charity. 

Let’s add a 
charitable bequest 

of $1,000,000. 



Strategy 1  =  Stretch IRA 
Strategy 4  =  Roth IRA + Life Insurance  
Strategy 6  = Roth +  Life Ins. + $1,000,000 to Charity 

Wealth to Heirs  

Strategy 1  =  Stretch IRA 
Strategy 4  =  Roth IRA + Life Insurance  
Strategy 6  = Roth +  Life Ins. + $1,000,000 to Charity 

Net Worth 

After Providing Required Cash Flow, the Life Insurance 
Premiums, and the Tax on the Roth Conversion.   



Strategy 1  =  Stretch IRA 
Strategy 4  =  Roth IRA + Life Insurance  
Strategy 6  = Roth +  Life Ins. + $1,000,000 to Charity 

Wealth to Charity  



Results at Ages 95/90 
(Joint life expectancy + 1) 

 Heirs owe income tax on $1,077,321  



Net Worth with the Stretch IRA 

Stretch IRA 

Net Worth 



Net Worth with the Roth IRA 

Net Worth 

Roth IRA 

Net Worth 



Inherited IRA vs. Inherited Roth IRA 
for Susie Fontaine 

InsMark Illustration System  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Inherited IRA vs. Inherited Roth IRA 
for Susie Fontaine 

InsMark Illustration System  



30  94/88   1,077,321            0               0                  1,077,321            0% 

You must 
know the 
number 

highlighted in 
green to 

illustrate an 
Inherited IRA 

in the 
InsMark 

Illustration 
System 

(based on the 
year you 

assume the 
Inherited IRA 

begins). 

Defined Contribution Transfer Tax Summary Column (5) is 
the balance in 
the Fontaines’ 

IRA in this 
Wealthy and 
Wise report. 



Roth Defined Contribution Transfer Tax Summary Column (5) is 
the balance in 
the Fontaines’ 

Roth IRA in this 
Wealthy and 
Wise report. 

30  94/88   5,630,788            0               0                   5,630,788            0% 

You must 
know the 
number 

highlighted in 
green to 

illustrate an 
Inherited 

Roth in the 
InsMark 

Illustration 
System 

(based on the 
year you 

assume the 
Inherited IRA 

begins). 



Takeaways from this Presentation 

1. “Compared to What” remains a benchmark of any sound 
analysis. 

2. It is impossible to measure the value of each option without 
comparing them within the context of an overall wealth analysis. 

3. Cash value life insurance is a critical component of “Compared 
to What”. 

4. The income tax on a Roth Conversion is more properly 
measured as an investment rather than a tax. 

5. Coupled with points 1 – 4, the impact on heirs of an Inherited 
Roth IRA makes an IRA virtually obsolete.*  

*Provided liquid assets other than the IRA are available to assist in the cash flow 
needed for the tax on the Roth conversion. 



Wealthy and Wise® is the primary InsMark System used for this 
2016 Symposium presentation.   

The name of the Wealthy and Wise digital Workbook used is:  
Stretch vs. Charity vs. Roth.!WW.  For those licensed for Wealthy 
and Wise, this Workbook can be downloaded from the InsMark 
website at the following location:  

http://www.insmark.com/symposium 

The InsMark Illustration System (“IIS”) was also used in the 
comparison of an Inherited IRA vs. an Inherited Roth IRA. The name 
of the IIS digital Workbook used is:  IRA or Roth Inheritance.!II.  It 
is also available from the same location. 

A pdf of this entire PowerPoint presentation named “Stretch vs. 
Charity  vs. Roth.pdf” is available from the same location.  

Stretch IRA vs. Charitable IRA vs. Roth IRA  

http://www.insmark.com/symposium
http://www.insmark.com/symposium
http://www.insmark.com/symposium


Important Note #1:  The hypothetical values associated with this 
presentation assume the nonguaranteed values shown continue in all 
years.  This is not likely, and actual results may be more or less favorable.  

Important Note #2:  Many of you are rightly concerned about the 
potential tax bomb in life insurance that can accidentally be triggered by a 
careless policyowner.  Click here to read a report written by Bob Ritter, 
InsMark’s President, entitled Blog #51: Avoiding the Tax Bomb in Life 
Insurance. 

Important Note #3: This information is for educational purposes only.  In 
all cases, the approval of a client’s legal and tax advisers must be secured 
regarding the implementation or modification of any planning technique 
as well as the applicability and consequences of new cases, rulings, or 
legislation upon existing or impending plans. 

http://www.robert-b-ritter-jr.com/2014/04/30/blog-51-avoiding-the-tax-bomb-in-life-insurance/


A pdf of this 2016 Symposium PowerPoint presentation named 
Stretch vs. Charity vs. Roth.pdf 

is available from http://www.insmark.com/symposium 
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