THE MODERN EDUCATOR'S FINANCIAL
PLAYBOOK

How Public-School Employees Are Securing Living Benefits, Tax-Free
Retirement Income, and Immediate Daily Relief Without Reducing
Take-Home Pay

A Special Message from ThankUTeachers - Everything we build at ThankUTeachers (TUT) is
designed with one core objective: to serve those who dedicate their lives to serving our
communities. While we are called “ThankUTeachers”, we support and celebrate all school
employees from the newly hired cafeteria worker to the Superintendent.

This guide is educational and informative Take your time, enjoy your exclusive ThankUTeachers
member perks (like instant fuel savings), and digest this information at your own pace. When
you decide you want to explore your options, our Benefit Counselors are here to provide a
100% zero-cost policy audit.
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CHAPTER 1: The Public Educator's Dilemma
Why 90% of Teachers Are Set Up in the "Default System"
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When a new public-school employee joins a district, orientation typically includes a packet of HR
forms. Among them is an option to contribute to a 403(b) or 457(b) Tax-Deferred Annuity (TDA).
Because it is the default option, most teachers sign up assuming it is the single best way to
prepare for the future. They are told: "Put $300 a month into a TDA today and save on taxes
right now!" There is also a desire among educators to conform: everybody has a 403b because
“‘everybody” has a 403b.

While saving money is always better than not saving, relying 100% on a pre-tax TDA leaves
public educators exposed to two massive financial blind spots:

1. The 100% Retirement Tax Trap: Pre-tax TDAs save you a small amount of taxes today,
but they guarantee that 100% of every dollar you withdraw in retirement (both what you
put in and all compound growth) will be taxed as ordinary income at whatever tax rates
exist decades from now.

2. The Living Protection Blind Spot: A TDA is purely a savings vehicle. If you suffer a
stroke, cancer diagnosis, or chronic illness next year, your 403(b) provides $0 in health or



living benefits. Pulling money out early to pay medical bills can even trigger a 10% IRS
early withdrawal penalty plus income taxes.

CHAPTER 2: The Modern 7702 Platform

How an Indexed Universal Life (IlUL) Policy Works

Governed under IRS Code Section 7702, a modern Indexed Universal Life policy functions
completely differently from old-fashioned life insurance. Instead of sitting idle until death, every
dollar put into a 7702 IUL performs three distinct jobs simultaneously:

1. Present-Day Living Benefits: Access cash while alive to cover medical expenses or lost
income during a major health crisis.

2. Asset Growth: Earn compound growth linked to equity market indices like the S&P 500,
backed by a guaranteed 0% floor so your account never loses money during market
downturns.

3. Tax-Free Retirement Income: Stream distributions in retirement completely tax-free
using structured policy loans and withdrawals.

Built-In Living Benefits (Accelerated Benefit Riders)

Unlike traditional policies that only pay beneficiaries when you pass away, modern 7702
platforms include Accelerated Benefit Riders (ABRs). These allow you to accelerate a major
portion of your policy's Face Value (Death Benefit) directly to your bank account as tax-free
cash while you are still alive if you face:
e Terminal lliness: Expected life expectancy under 12 to 24 months.
e Chronic lliness: Inability to perform at least 2 of 6 Activities of Daily Living (ADLs) or
severe cognitive impairment.
e Critical lliness or Injury: Major conditions such as heart attack, invasive cancer, stroke,
major organ failure, or severe burns.
The $0 Rider Cost Feature: LSW utilizes the Actuarial Discount Method. This means there are
no ongoing monthly rider fees added to your policy bill to hold living benefits. The cost is
calculated only if you exercise a claim, meaning a $250,000 policy with living benefits costs
virtually the same monthly rate per $100k of face value as basic life insurance.

S&P 500 Indexing with a Guaranteed 0% Floor

Your cash value is linked to equity market indices like the S&P 500.
e When the Market Rises: Your account captures market-linked gains up to specified cap
or participation rates.
e When the Market Crashes: Your account is protected by a guaranteed 0% minimum
floor. You never experience negative interest crediting due to market downturns.

Tax-Free Retirement Payouts

By taking distributions via structured policy loans and withdrawals under Section 7702:
e Your retirement income is 100% tax-free.
e There are No Required Minimum Distributions (RMDs) at age 73 or 75, allowing you to
maintain total control over your tax bracket in retirement.



CHAPTER 3: A Teacher's Life in 4 Stages
Comparing the Pre-Tax TDA vs. The 7702 IUL Across a Career

To understand why the 7702 platform is superior, we must examine how both platforms handle
real-life scenarios at different stages of an educator's journey.

STAGE 1: Early Career & Building (Year 1)

Scenario: An educator starts saving $300 per month. Note: all numbers below are hypothetical.
e The Pre-Tax TDA: In Year 1, the teacher contributed $3,600. If an emergency occurs,
their total account balance is only $3,600.
e The 7702 IUL Platform: In Year 1, the teacher also contributed $3,600. However, on Day
1, they established an immediate $ 300,000* Face Value.
Verdict: The TDA provides slow, incremental capital over decades. The 7702 IUL creates
instant financial leverage on Day 1.

STAGE 2: Mid-Career Health Crisis (Age 45)

Scenario: At age 45, after 10 years of saving, the educator is diagnosed with invasive cancer or
suffers a stroke requiring extended leave.

e The Pre-Tax TDA: The educator has accumulated approximately $40,000 in their TDA.
To cover medical bills or lost income, they must withdraw from their 403(b). Because they
are under age 59, the IRS imposes a 10% early withdrawal penalty, plus ordinary
income taxes on the distribution. Their retirement nest egg is severely drained.

e The 7702 IUL Platform: The policy activates its Critical lliness Accelerated Benefit Rider.
The insurer calculates a payout based on the policy's $300,000 Face Value—not the
accumulated cash balance. The teacher receives a tax-free payout of $150,000 to
$220,000+ in cash directly to their bank account while alive.

Verdict: The TDA drains your retirement savings when you are sick. The 7702 |UL protects your
family and replaces your income when you need it most.

STAGE 3: Retirement Distribution (Age 65)

Scenario: Both educators retire at age 65 and begin taking supplemental income distributions.

e The Pre-Tax TDA: The educator takes out $40,000 per year. Because contributions were
pre-tax, 100% of every dollar is taxed as ordinary income. After a 22% tax bracket hit,
they only keep $31,200 in net spendable cash. Furthermore, at age 73 or 75, the
government forces Required Minimum Distributions (RMDs), pushing them into higher tax
brackets.

e The 7702 IUL Platform: The educator takes out $33,000 per year via tax-free policy
loans. Because it is completely tax-free under IRC Section 7702, they keep all $33,000 in
net spendable cash. There are zero mandatory RMDs, leaving them in total control of
their income.

Verdict: High gross numbers on a TDA statement are an illusion. The 7702 IUL delivers equal
or superior net spendable paycheck dollars.

STAGE 4: Legacy & Leaving Wealth Behind



Scenario: The educator passes away later in life, leaving the remaining balance to their adult

children.

e The Pre-Tax TDA: Under the SECURE Act, adult children who inherit a pre-tax 403(b)
are forced to liquidate the entire account within 10 years. Because the money was never
taxed, heirs must pay ordinary income taxes on 100% of the inherited money—often
during their own peak earning years, causing massive tax spikes.

e The 7702 IUL Platform: Under IRC Section 101(a), the remaining death benefit transfers
to beneficiaries 100% income-tax-free in a clean lump sum.

Verdict: A TDA leaves your heirs a tax debt to the IRS. The 7702 IUL leaves a 100% tax-free

legacy.

CHAPTER 4: Master Comparison Matrix

Feature / Metric

Typical Pre-Tax 403(b) TDA

Modern 7702 |UL Platform

Day 1 Protection

Account Balance Only ($300 in
Month 1)

Full Face Value
($250k—$500k+ in Month 1)

Living Benefits (Cancer,
Stroke, Care)

None (No health coverage
built-in)

Accelerates Face Value as
Tax-Free Cash

Payout Basis During Health
Crisis

Accumulated Cash Balance
Only

Accelerates Face Value as
Tax-Free Cash Full Insured
Amount (Face Value)

Downside Market Risk

Depends on sub-accounts
(Subject to loss)

Guaranteed 0% Floor (Zero
Market Loss)

Retirement Income Tax
Status

100% Taxable Income

100% Tax-Free (IRC Sec
7702)

Pre-59> Early Access
Penalty

10% IRS Penalty + Income
Taxes

[Tax-Free Loan Access without
10% penalty

Forced Distributions (RMDs)

Mandated starting at Age 73 /
75

No RMDs Ever

Tax Impact on Inheriting
Heirs

100% Taxable (10-Year
SECURE Act Rule)

100% Income-Tax-Free (IRC
Sec 101a)

Impact on Current
Take-Home Pay

Lowers paycheck / reduces net

income

$0 Increase when converting
basic policies

CHAPTER 5: Two Simple Strategies for Educators
How to Optimize Without Making Risky Financial Overhauls

You do not need to make radical financial changes to benefit from this platform.
ThankUTeachers Benefit Counselors work with public school employees using two low-friction,

high-impact strategies:

STRATEGY 1: The $0 Policy Swap

BEST FOR: Educators who currently pay for a standard life insurance policy (through the district

or privately).

If you are paying monthly premiums for a basic life policy, your money is likely going toward
coverage that only pays out after you pass away.
e The Action: Convert your current insurance budget into a modern 7702 IUL platform.



e The Result: You gain Living Benefits (cash payouts for cancer, stroke, or chronic illness),
S&P 500 growth potential, and tax-free retirement accumulation—for virtually the exact
same monthly cost.

e Impact on Take-Home Pay: $0.

STRATEGY 2: The Tax-Diversification Split

BEST FOR: Educators who currently put 100% of their retirement savings into a pre-tax 403(b)
or 457(b) TDA.
Putting all your savings into a pre-tax TDA means 100% of your retirement income will be taxed
by the IRS when you retire.
e The Action: Reallocate a portion of your monthly savings. For example, direct 70% to
80% into your 403(b) and 20% to 30% into a 7702 IUL.
e The Result: You keep your upfront paycheck tax deductions on the 403(b) portion, while
creating a 100% tax-free retirement bucket and securing an immediate $250,000+ in Day
1 Living Protection with the IUL portion.
e Impact on Take-Home Pay: $0.

Strategy Comparison at a Glance

alive

Objective Strategy 1: The $0 Policy Swap [Strategy 2: Tax-Diversification
Split
Who It's For Teachers with existing basic life [Teachers with 100% of savings
olicies in a 403(b)
Primary Goal Upgrade coverage to pay while |Create tax-free retirement

income + living safety

Current Paycheck Impact

$0 Change

$0 Change

Immediate Benefit

Unlocks $250k+ Living Benefits

Keeps 403(b) tax break + adds
Living Benefits

Retirement Benefit

Builds tax-free cash

accumulation

Creates a 100% tax-free
retirement bucket

CHAPTER 6: Your TUT Perks & Next Steps
Educate First. Enjoy Your Perks. Upgrade When You're Ready.

At ThankUTeachers, we believe public school employees should never be pressured into
financial decisions. Our mission is to educate, support, and reward you every single day.

1. Immediate Daily Relief (Your Perks)

As a verified member, your ThankUTeachers account gives you immediate access to:
e Indefinite Fuel Subsidies: Save 25¢ to 50¢ off every gallon of gas at participating
stations to lower your commuting costs permanently.
e 50% Off AMC Theatres: Half-price tickets and concessions every time you go to the

movies.

e 400+ Local & National Rewards: Exclusive discounts on dining, travel, and retail funded
by sponsors who want to say thank you.




2. Optional Zero-Cost Policy Audit

When you are ready to review your coverage or see if your existing policy qualifies for a $0
Living Benefit upgrade:
1. Answer 3 Quick Questions on our secure online portal (takes 60 seconds).
2. Schedule a 15-Minute Session with a certified ThankUTeachers Benefit Counselor.
3. Review Your Options: Our counselors will analyze your existing policy, calculate your
tax-free retirement potential, and present your exact options with zero obligation.

Ready to Check Your Qualification Status?

Claim your free perks and request your $0 Educator Benefit Audit today on the
ThankUTeachers platform. thankuteachers.com

* The dollar amounts shown are hypothetical and for illustrative purposes only.
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