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QUA L I F I E D  L I F E  ON LY  ·  TH E  F LOW ,  S T E P  B Y  S T E P

How the savings grow in your 401(k)
Example: $1,000,000 of term, age 40, 30% tax, employer match. No DI: the full savings go into your 401(k),

and your take-home pay doesn't change.

STEP  1  ·  WHAT  YOU  SPEND  TODAY

$1,429 of pay
Retail term today: $429 goes to income tax (30%), and $1,000 pays the premium.
That $1,429 is already in the budget for life insurance.

$596 $833

STEP  2  ·  QUAL I F I ED  L I FE

$596
Through the 401(k), pre-tax: $900 unisex premium
− $450 employer match + $146 for tax on the REB

STEP  3  ·  SAV INGS  APPEAR

$833
The savings. You keep the same $1,429 budget;
coverage now takes only $596.

no income tax taken out

STEP  4  ·  SAVE

$833 into your 401(k)
Added to your payroll contribution, pre-tax.
The full savings go to work, with no tax
taken out first.

STEP  5  ·  GROW

Grows tax-deferred
Every year the term is in force, the savings
go in again: $13,384 over 20 years.

$1,000,000
of term life insurance,
paid income-tax free

$24,337
in your 401(k) at 59,
when the term ends

$31,061
at 65, still growing
tax-deferred

Same $1,429 you spend today. Take-home pay unchanged. $0 of new cash.

What you actually do

1
Enroll in Qualified Life
through your plan

2
Once it's in force,
cancel the retail policy

3
Raise your 401(k)
contribution by the
savings: $833 in year
one

4
Take-home pay is
unchanged, just like
paying the retail
premium

Over time

Age Into 401(k) 401(k) savings

40 $833 $875

50 $679 $11,471

55 $559 $18,195

59, term ends $443 $24,337

60–64 $0 $31,061 at 65

Hypothetical. Savings shrink with age as the tax on the REB rises. 401(k) savings at a hypothetical 5%, deposits at the start of each year;
withdrawals are taxed as income. Contributions must stay within IRS limits. Plan must permit life insurance. See Part I.
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