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No one likes to pay taxes.

Even at today’s relatively low tax rates, it still hurts to see how much Uncle Sam 
takes out of every paycheck.

It’s especially painful to watch that money disappear if you’re behind on your retire-
ment goals. 

So today I’d like to tell you about a source of income that you can collect without 
the IRS butting in.

It is based on one of the oldest and most time-tested assets on the planet. It’s available 
to anyone — there are no income restrictions… and no contribution limits. So you 
can put in as much as you want. 

Your money grows tax-free, and you always have access to all of your capital, regardless 
of your age.

Best of all, it eliminates all risk associated with market volatility. It can only gain 
value — not lose it. At absolute worst, your account will merely break even.

It might sound impossible, but it’s not. Instead, it’s a strategy that I like to call a “Super 
Roth.” That’s because it provides all of the benefits of a Roth individual retirement 
account (IRA) with none of the limitations.

I’ll explain exactly how it works in a minute.

But to fully appreciate the advantages of a Super Roth, you need to know a bit about 
how traditional Roths work.

A Great Plan — If You Can Get Into One!
As you probably know, one way to put off paying taxes on your income is to put it 
into various types of retirement accounts — 401(k)s, IRAs and the like. 

You can generally deduct these contributions from your taxable income, decreasing 
what you owe the IRS every year. 

In other words, if your job pays you $75,000 a year and you put $5,000 of that into 
an approved tax-deferred retirement account, the IRS will only make you pay taxes 
on $70,000 of your salary. 
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Of course, that tax freedom comes with a catch. 

You don’t pay taxes on that money now… and you don’t 
pay taxes on any interest you earn or profits your account 
makes. But you will owe taxes when you start withdrawing 
that cash at retirement. 

One way around that is with a Roth IRA. 

Unlike with a traditional IRA, you contribute post-tax 
money to a Roth IRA. In other words, the cash you put 
into a Roth doesn’t reduce your taxable income. That is, 
if you make $75,000 a year and put $5,000 into a Roth IRA, 
the IRS will still tax you on $75,000 worth of income.

On the bright side, you can withdraw that money you 
deposit at any time. Since it comes from income that the 
IRS has already taxed, you don’t have to declare it as new 
income. In other words, if you put $5,000 into a Roth 
IRA, then need that $5,000 back, you can withdraw it 
without taxes or penalties.

Earnings are another matter, though. 

You don’t pay taxes on any profits or interest your Roth 
IRA account makes, just like with a traditional IRA. But 
you can’t take any earnings out of the account unless 
the account has been open for more than five years and 
you’re six months before your 60th birthday.

Any earnings (not contributions) withdrawn before five 
years will trigger a 10% early withdrawal penalty. And you 
will be required to pay taxes on the earnings you take out. 

Let’s say you put $5,000 into a Roth IRA, and it grows 
to $6,000. If you try to withdraw even $5,001 from the 
account when you’re, say, 58 years old, that $1 more than 
your initial deposit counts as a distribution — and is therefore 
subject to taxes and fees.

If the account is more than five years old and you are at 
least 59½ years old, you won’t owe any taxes on the money 
you withdraw at retirement. 

But Roth IRA contributions are limited to a maximum 
$6,000 a year ($7,000 if you’re over the age of 50), which 
is barely enough to generate the kind of income and 
growth you’ll need. 

The more money you make, the less you’re allowed to 
contribute. If you — or you and your spouse combined 
— earn too much income, you won’t be allowed to con-
tribute to a Roth IRA at all.

The government essentially excludes you from a tax-free 
retirement vehicle if your life has been too successful.

Luckily, there is another avenue available to you: The 
Super Roth.

The Super Roth’s Secret Identity
While I call it a Super Roth, it isn’t a retirement account. 

Instead, it’s a strategic way of using a life insurance policy 
for tax-free earnings on investments as well as a way to 
make tax-free withdrawals. 

Now, you can’t do this with just any life insurance policy. 
There are many different kinds of life insurance policies, 
and they aren’t all created equally.

There are two main types of life insurance: term and 
permanent.

Term life insurance is designed to replace your income if 
you die. Essentially, it’s so your loved ones can pay debts 
and living costs. 

When you buy a term life policy, you pay a monthly pre-
mium to the insurance company for a set amount of time 
— 10, 15, 20 or even 30 years. In exchange, the company 
promises to pay your beneficiaries a set amount if you die 
during the policy’s term.

Term life policies tend to cost less than other types of life 
insurance, and it is the type of life insurance most people 
are familiar with. 

Term life insurance does not build cash value. The premi-
ums you pay for the policy essentially go to the insurance 
company. At the end of the term, you have an option to 
extend the policy — but usually at a greater cost. After all, 
the older you are, the more likely the insurance company 
will have to pay your death benefit.
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On the other end of the spectrum are permanent insurance 
policies. They commonly come in two types: whole and 
universal. There are also two subcategories of universal: 
variable and indexed.

You make think whole life insurance and permanent life 
insurance are the same thing. That’s because the term 
whole life insurance is often used interchangeably with 
permanent life insurance. But whole life is really just a 
subtype of permanent life insurance. (Kind of like the 
kindergarten saying, “All thumbs are fingers, but not 
all fingers are thumbs.” A whole life insurance policy is 
a permanent policy, but not all permanent policies are 
whole life.) 

As the name implies, a whole life insurance policy covers 
you until your death. If you pay all of your premiums, 
your beneficiary will receive the benefit amount upon 
your death. 

Part of your premium is also invested, which builds “cash 
value.” You can access that cash value as the funds grow. 
In fact, you are encouraged to do so, because when you 
die, your beneficiaries receive the death benefit, but not 
the cash value that’s accumulated. (Your insurer gets to 
keep it!)

Universal life insurance is designed to be flexible. As long 
as you pay your premiums to keep the insurance part of 
the policy in force, you can vary the frequency and amount 
of your premium payments. As a result, you can vary your 
death benefit. And you can create cash value within your 
policy by adding excess cash into your policy. 

The money is held in a cash-value accumulation fund. 
You’ll usually get a minimum interest guarantee from the 
insurance company, while the actual performance of the 
fund is tied to insurance company investments. Because 
of this risk, premiums can be lower than those of a whole 
life policy. You might be able to skip premium payments 
if there’s enough in your fund to cover the premium bill.

A subcategory of universal life insurance is variable 
universal life insurance. It ties your cash value and death 
benefit to a particular investment account. Your cash value 
and death benefit increase if the underlying investments 
do well. But they may shrink considerably because of poor 
investment performance — a fact a lot of insurance agents 
forget to mention! 

Even worse, while a market downturn reduces the value of 
the account, the costs and fees remain the same — further 
eroding the policy’s value. You lose money to market forces, 
and lose money to the bills from your insurance company.

Finally, there’s indexed universal life (IUL) insurance. 
It allows you to allocate cash value amounts to either a 
fixed account or an equity index account tied to the S&P 
500, the Nasdaq 100 or something similar. 

IUL policies offer tax-deferred cash accumulation for 
retirement while maintaining a death benefit. But they are 
considered an advanced life insurance product because most 
insurance agents have a difficult time explaining them. 

And that’s too bad… because IUL policies offer some 
amazing benefits.

What Makes Indexed Universal Life  
Policies Awesome
I’ve already talked a bit about an IUL’s features, including 
ones it shares with other types of life insurance policies.

The first, of course, is the death benefit — money you can 
leave behind to ensure your family can live the lifestyle 
they are accustomed to.

The death benefit is paid directly to that beneficiary within 
days of the death of the insured. It does not get tied up in 
probate or other legal battles. It is quick, simple, easy and 
immediate. 

The second key feature is the cash accumulation IULs pro-
vide. This cash can be accessed and used at your discretion. 

In fact, you can withdraw up to the total amount of pre-
miums you’ve paid into the policy completely tax-free. 
After all, it simply represents a return of after-tax money 
that was originally contributed to the policy. So, if you’ve 
paid $50,000 into your policy’s cash account, you can 
withdraw that $50,000 at any time

Of course, taking money out of the account will limit its 
growth. It all comes back to triple compounding. 

Your money makes more money… which makes even more 
money. And since you’re not paying taxes on the gains, 
your money compounds even faster. So the more cash you 
take out of the account, the less you’ll have to compound.

Also remember than an IUL’s growth is tied to an index 
like the S&P 500, Nasdaq 100 or something similar. If they 
increase in value, so will the cash value of your account.

But be aware the growth is usually capped. In other words, 
if the index reaches a certain point, your account will stop 
growing for that year. Each insurance company sets its own 
ceiling on growth, so be sure to ask when it kicks in. 

Let’s say your policy is tied to the S&P 500 and has a 14% 
growth cap. If the S&P 500 goes up 5%, your account’s 
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cash value will also grow 5%. But if the S&P 500 jumps 
15%, your account will only go up 14%. Even if the S&P 
500 keeps rising, your account will be locked at that 14% 
growth level for the year. 

On the other hand, you never have to worry about market 
losses… 

A Super Roth Is Practically Bulletproof
Your account’s cash value will never fall below its initial 
value because of what’s happening on Wall Street. 

Even better, IUL policies have something called an annual 
reset provision, which effectively increases your account’s 
loss protection each year, assuming it made money that year. 

Let’s say you have $10,000 of cash value in your IUL policy. 
That cash value is guaranteed not to fall. 

But let’s say a year goes by, and your account is now worth 
$10,500. Now, you might think that your $500 profit could 
be lost if the market turns against you. And, in most cases, 
that could be true.

However, on your account’s anniversary, you can use the 
annual reset provision — locking in the account’s current 
cash value. In other words, your account will now be 
protected up to $10,500! The value will never fall below 
$10,500.

And if it’s worth even more next year, you can lock in 
that new higher value.

So an IUL protects against loss and protects your annual 
growth as well!

The money you accumulate may also be protected from 
creditors. While laws vary from state to state, in general, 
money inside a life insurance cannot be taken from you 
due to bankruptcy, lawsuit or another type of judgment. 
(Consult with your retirement advisor and check the laws 
within your state to see if this applies to where you live.)

An IUL also protects you from taxes — at least for a little 
while. Any growth in your life insurance’s cash value is 
tax-deferred. If you withdraw your funds, or cancel the 
policy, any amount in excess of the premiums you’ve paid 
will be considered (and taxed as) income.

However, there is a way for you to gain access to an 
equivalent of the cash value amount, completely tax-free. 

It’s the strategy that effectively makes an IUL policy a 
Super Roth!

 Accessing Your Accumulated Cash Tax-Free 

To get tax-free access to your IUL policy’s cash value, you 
use what is called the policy loan provision. 

I know the word “loan” scares most people. But please 
stick with me… because, quite frankly, I believe this is one 
of the most ingenious creations in the history of finance. 

Essentially, the life insurance company allows you take out 
a loan using the cash value of your policy as collateral. Let me 
be perfectly clear — you are not withdrawing any money 
from your account. Technically, you are not borrowing from 
your account, either. 

Instead, the insurance company is lending you a sum of 
money based on the cash value of your policy. 

And since the money you receive is a loan, it’s not considered 
income. 

Therefore, it’s not taxed!

Think about it… do you ever pay taxes on loans that you 
make? Say you borrow money from a bank to buy a car. 
The car may be taxed (due to state sales tax), but the loan 
is not taxed. 

Items are taxed. Loans are not. 

OK, but now you’re stuck with a loan. Obviously it needs 
to be paid back… and probably with interest. So right now 
you might be thinking that the last thing you need to 
worry about is another bill.

But you can stop worrying!

Yes, if you borrow money from your insurance company, 
it does have to be repaid with interest.

However, you don’t have to pay the interest. Instead, the 
insurance company takes money from your cash value 
account and puts it into a separate account that earns an 
amount equal to your loan interest. 

Let’s say your IUL has a cash value of $50,000, and you 
decide to borrow $10,000 against that cash value. While 
rates can vary, let’s say your insurance company charges 
4% interest on the loan. 

But your insurance company then takes $10,000 — equal 
to your loan amount — out of your policy’s cash value 
and puts it into a separate account that earns 4% a year. 

If you’re being charged 4% on the loan but also earning 
4% on the cash value that’s acting as collateral for your 
loan, then what is the net loan interest rate? 

The answer is “zero” — it’s a wash!
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In fact, this is often referred to as a “wash loan provision” 
or a “wash loan.” It can also be called a fixed loan option. 

As usual, though, there are some important things to 
keep in mind. 

Make Sure You Don’t Wash Out
If you decide to explore this strategy, be sure you are getting 
a fixed loan or a wash loan.

There is another type of loan called a variable loan. But it 
does NOT operate the same way a wash loan does.

Variable loans often look better on paper than fixed loans. 
However, the variable kind forces the consumer to take 
on both significant interest-rate and market risk in the 
future, once loans have been taken from the policy. 

Most importantly, a fixed / wash loan is contractually 
guaranteed — making it safer than a variable loan, which 
is not. In other words, the interest you are charged for a 
variable loan may not match what the interest rate your 
collateral money is making.  

Another thing to keep in mind is that you need to think 
ahead to use this strategy. Many insurance companies re-
quire the policy to be in force for a decade or more before 
they’ll allow you to take advantage of a wash loan provision. 
Be sure to check your insurance company’s wash loan 
provisions before opening a IUL policy with them.

And don’t forget, taking out a loan against the cash value 
of your IUL policy will reduce the money in your account. 
It could potentially reduce the death benefit as well.

But it also gives you one last way to keep Uncle Sam’s 
hands off your cash!

The Ultimate Tool for Avoiding the IRS…
Death benefit proceeds are income-tax free. They are not 
estate-tax free without creating special trusts, but they are 
income-tax free. 

In other words, your loved ones won’t have to declare 
their last gift from you on their income tax forms. 

If you still have an outstanding loan against the cash value 
of your account when you pass on, it will be paid off with 
the income-tax-free death benefit. Once that loan is paid 
off, what’s left over gets paid out to your beneficiary, also 
income-tax free. 

Income-tax-free dollars while you’re alive and income-
tax-free dollars distributed to whomever you choose 
upon your death.

That’s HUGE!

And, really, taking out a loan on an IUL policy is the perfect 
way to tell the IRS to go jump in a lake. 

The IRS pretends it’s doing you a favor by letting you 
invest in tax-deferred IRAs and 401(k)s and tax-free Roth 
IRAs. But they absolutely shackle you with restrictions.

The Super Roth strategy avoids all of them. You can 
contribute to a life insurance policy no matter how much 
money you make. You’re not locked out if your income 
is too high, which is what prevents many people from 
standard Roth IRAs.

And there are no limits — put in however much money 
you want. 

As soon as you’ve had the policy out long enough to 
trigger its wash loan provision, you can borrow tax-free 
money against its cash value. No need to wait until your 
59½ birthday to start enjoying the cash! 

On the other hand, you don’t need to take money out of 
your account, either. There are no required minimum 
distributions, so you can let your money keep growing 
past your 70½ birthday. 

Finally, all the money that comes from an IRA, 401(k) 
or similar accounts during retirement are considered 
income. And that can negatively impact how your Social 
Security benefit is taxed. 

But income coming out of a cash-value life insurance 
policy, whether via withdrawal or loan, does not subject 
your Social Security payouts to income taxation! 

And don’t forget, depending on what state you live in, 
your life insurance policy may also be protected from 
creditors and bankruptcy.

One last thing to mention… some policies have an optional 
feature called “waiver of premium for disability.”

In its basic form, it provides a continuation of your pre-
mium payments to keep the life insurance in force if you 
become permanently disabled. (Each company has its own 
definition of “disability,” so be sure to check what’s covered 
by your specific policy.) 

Many companies extend that benefit even further and allow 
you to select an option (with additional cost, of course) that 
will not only pay to keep the life insurance death benefit 
in force, but will also continue to fund the policy at your 
current contribution amount, up to a certain level. 
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Make Tax-Free Money — By Lending It to the Government!
By Zach Scheidt

Note from Beau: Taking out a loan against the cash value of 
your indexed universal life insurance policy is a clever way 
around paying taxes. But you can also find loopholes around 
paying taxes in the stock market, too. I’ve asked Lifetime 
Income Report’s Zach Scheidt to share one with you today.

There is one source of income that the IRS hasn’t been 
able to tax, despite its best efforts. 

In fact, it’s taken the issue before the Supreme Court on 
two occasions — and lost!

So it’s truly tax-free income… and it comes from invest-
ments that you can make with any stock broker right now.

I have to warn you, though — the source of this cash 
stems from something few people understand. 

So before I tell you an easy way to earn money that the 
IRS can’t touch, let me tell you about the investments this 
strategy is built around.

They’re called bonds.

Be the Bank!
A bond is nothing more than a way for companies and 
governments to borrow money from the public. 

Much like a stock share, which represents part ownership 
of a company, each individual bond represents part own-
ership of a loan. And like stock shares, they’re put up for 
sale so investors can buy them.

In most cases, a bond is initially valued at $1,000 — known 
as par value. The entity that creates the bond decides how 

long it wants to borrow the money for — an exact date 
known as the bond’s maturity. It pledges to pay the bond-
holder $1,000 on that date, if not before.

The entity also decides how much interest it’s willing to 
pay on that loan. It’s a fixed percentage based on the $1,000 
par value, known as the yield. It pays that interest every six 
months over the life of a loan, known as a coupon payment.

So if you buy a bond, the entity that issued it is legally 
obligated to pay you back. And until it does, it is required 
to send you coupon payments every six months.

This is non-negotiable. Unlike a dividend, which can be 
cut or even eliminated, bond payouts must be made. The 
only way to avoid the payments is to default on the loan 
— essentially going bankrupt.

But even if that happens, the entity must figure out some 
way to pay the money it owes. In the worst-case scenario, 
assets are typically sold and the proceeds are given to the 
company’s creditors. Bondholders are creditors… so they’re 
entitled to anything they can get.

As I said, bonds can be issued by companies or govern-
ments. But I don’t just mean the federal government. 
States, counties and cities can also borrow money from 
the public by issuing bonds.

They’re called municipal bonds… often called “munis” 
for short.

Help a City Grow
Municipal bonds are simply bonds issued by local gov-
ernments to fund construction projects. The government 

How many financial vehicles do you know of that offer 
an auto-continuation of your monthly contribution if you 
happen to become disabled? Yep, that’s what I thought!

Final Thoughts
Purchasing a Super Roth is a great way to get the life insur-
ance protection you need and potentially some amazing tax 
advantages. In fact, I hope this all isn’t news to you!

Have you considered using an indexed universal life insur-
ance policy to feather your retirement nest egg? If you’ve 
already set yours up, let me know how it’s working our for 
you. And, if you haven’t, will you be considering it after 
reading this article?

Send me an email at AskBeau@StPaulResearch.com and 
let me know!

If you have any questions about this Super Roth strategy, 
please send them in, too. While I can’t give you specific 
advice, I will be more than happy to answer general  
questions that can benefit everyone in one of our  
upcoming alerts!

Here’s to your better way…

 

Beau Henderson 
Beau Henderson’s Strategic Retirement

mailto:AskBeau@StPaulResearch.com
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pays the bondholder back from collected taxes or even 
the proceeds from whatever the money helped build.

They’ve been a part of American history since 1812, when 
New York City sold bonds to help build a canal. It was a 
novel idea, and it paid off. The people who got in on the 
ground floor of this new market enjoyed great profits.

That success led to a municipal bond boom, with New 
York’s Erie Canal bonds being some of the most celebrated.

One of the defining features of a municipal bond is that 
you don’t have to pay federal taxes on the coupon pay-
ments you receive. In fact, the IRS has a space for the 
money you get from munis on its 1099-INT (Interest 
Income) form, box 8: tax-exempt interest. 

Of course, being tax-free hasn’t stopped the feds from trying.

The first time it happened was in 1895. But the Supreme 
Court shut that notion down, declaring the income gen-
erated by these bonds is, indeed, off-limits for arbitrary 
taxation by Uncle Sam.

The feds most recently took a swing at this income in 
1988. But once again, the Supreme Court stopped them 
in their tracks. 

Congress and the White House haven’t tried since, and 
even if they float the idea of taxing this income to fix the 
budget problems or punish the “wealthy,” the Supreme 
Court will likely swat them down.

Gains from municipal bonds can also be immune from state 
income tax, too — something the Supreme Court upheld in 
a 2008 case. It usually depends on your state’s laws.

Now, municipal bonds — like all bonds — can be expen-
sive. Remember, they have a par value of $1,000… and 
most bond brokers require you to buy a minimum number 
of bonds.

But there is a much more inexpensive way to earn tax-free 
income from municipal bonds. 

A Bunch of Bonds for One Low Price
Big financial institutions can afford to buy large numbers 
of municipal bonds from all over the country. They can 
then create stock shares that represent that pool of bonds. 
They’re known as bond funds.

You can buy shares in these bond funds on the stock market 
just like any other stock. You just need an account with a 
stock broker.

Each share you buy represents part ownership in the 
institution’s pool of bonds.

When the municipalities make their coupon payments or 
the bonds mature, the cash goes to the financial institution. 
The institution can use the money to buy more municipal 
bonds. It also takes out fees for itself. Then it can send 
whatever’s left over to the fund’s shareholders.

Like a dividend, the money is paid on a per-share basis. 
So the more shares of the bond fund you own, the more 
money you will receive.

And since the source of the money isn’t taxable, you gen-
erally don’t have to pay federal taxes on the money you 
receive. (You may have to pay state taxes on income from 
the fund, however. Check with your broker or a tax adviser 
to be sure.)

Because of this, a bond’s fund true yield is effectively 
higher than regular stock dividends.  

Think about it. If you buy a regular stock that pays a 5% 
yield, you’ll pay taxes on that income. If you get 5% from 
a municipal bond fund, you won’t pay taxes on it — so your 
investment dollars go farther. 

With that in mind, here are two municipal bond funds to 
consider!

24 IRS-Free Checks a Year
The two municipal bond funds I want to share with you 
pay out monthly. In other words, you’ll get a fresh tax-free 
check every month. Hold both of these bond funds for a 
year, and you’ll collect 24 checks a year.

The price you pay for each fund is a function of supply and 
demand — just like a stock. So its value at any moment is 
just what someone else is willing to pay for it. 

In some cases, the price that investors are willing to pay 
per share is more than the value of the bonds in the fund, 
known as net asset value (NAV). In this case, the fund is 
said to be trading at a premium. 

If a fund’s current share price is less than the total value 
of the bonds in the fund — its NAV — the bond fund is 
said to be trading at a discount. 

Keep in mind, though, that bond funds are designed to de-
liver income. So their share prices are not likely to increase 
very much. In fact, they could even lose value!

In other words, even though you will collect tax-free money 
every month that you hold these bond funds, you could still 
wind up selling them at a loss if their prices fall enough.
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On the other hand, if you sell the bond fund for more 
than you paid for it, you may owe capital gains taxes on 
the profits.

Also keep in mind that the fund managers can change 
the amount each bond fund pays out each month. With 
interest rates stuck in place, municipal bonds’ yields will 
also stay pretty static. If interest rates fall, the bond funds’ 
payouts may follow suit.

If you understand those risks and accept that you’re only 
buying municipal bond funds for tax-free income, here 
are two names to look at first.

Two Muni Bond Funds to Consider
First is the AllianceBernstein National Municipal Income 
Fund (AFB). 

When it comes to bonds, this management company has 
some of the best muni investment pickers you can find, 
as its numbers prove. If you had put $10,000 into it a 
decade ago, you’d have $24,455 today.

Not bad for an instrument sending you regular checks 
that you don’t have to pay federal taxes on.

More importantly, it’s currently trading at a discount. Its NAV 
is approximately $15 while its shares trade for $13. In other 
words, you can pick up shares for a nice discount.

If the shares ever trade at their NAV, you’ll see a profit 
on top of your monthly payouts. At last count, AFB was 
yielding 4.15%. Factor in federal taxes you won’t have to 
pay on your dividend distributions — assuming a 35% tax 
rate — and you’ll effectively enjoy a yield of around 6.4%. 

Next is the BlackRock Municipal Income Trust Fund II 
(BLE). 

This fund is currently yielding 4.8%, which adjusted for 
saved taxes equals an equivalent yield of 7.5%. If you 
had put $10,000 into it a decade ago, you’d have nearly 
$30,000 today.

It recently sported a share price of $14.39, which is just a 
small discount to its current NAV.

Still, a discount is a discount — and the cash you receive is 
free from federal taxes. Sounds like a good a deal to me!

Consider buying both of these municipal bond funds to 
collect monthly income the IRS can’t touch!

Ed. note: Municipal bond funds aren’t for everyone, and 
investing in them can result in loss. So research thoroughly 
before buying one. And if you’re enjoying Zach’s strategies 
for earning retirement cash from the stock market, I urge  
you to learn more about his Lifetime Income Report by 
clicking here.

https://pro.agorafinancial.com/m/1272604

