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WEALTH-TRANSFER STRATEGIES

Nonqualified Stretch Provision

Annuities can be powerful estate-planning tools, with a variety of distribution options for beneficiaries that can have a great effect on the amount
of money they receive. One method of distribution, the nonqualified stretch provision, allows beneficiaries to “stretch” the proceeds of an inherited
nonqualified annuity over a period of time, not to exceed their life expectancies. This provision ensures distribution requirements are met, while

providing beneficiaries flexibility and control over the contract with continued potential for growth.

The first annual distribution must occur no
later than one year from date of the death.

The contract stays in the name of the

deceased for the benefit of the beneficiary.

Proceeds are not annuitized.

Annual distributions are determined by
the contract value of the previous year’s
ending balance (on 12/31) and the
beneficiary’s single life expectancy.

Mortality and expense risk fees,
investment option charges, and
administrative fees of the contract may
continue to apply. The contract value is
subject to market risk.

= Growth Potential and Tax Control. Beneficiaries can
continue the tax-deferred growth potential of any
remaining contract value and control when they pay
taxes through the timing of withdrawals. In addition,
they can make decisions based on their own
investment preferences and can even choose

to stretch distributions over their lifetimes.

Flexibility. Each designated living beneficiary can
elect to take payouts based on their own respective
life expectancy. Beneficiaries also can withdraw more
than the required minimum distribution (RMD) in

any year without incurring federal tax penalties.

Options: Beneficiaries who already elected the stretch
option on an existing contract may be able to choose
a new annuity contract by executing a post-death 1035

exchange for a more appropriate product.

Contract Owners:

= With legacy contracts that do not allow for the
nonqualified-stretch provision as a beneficiary
claim option.

= Without a trust but need estate-planning
consideration.

Beneficiaries:

= Who are inheriting more than one nonqualified
contract from the same decedent.

= Looking for a more appropriate contract for
their annuity benefit proceeds.

= Seeking growth and/or tax control of their
annuity benefit proceeds over their lifetimes.

'In private letter ruling (PLR) 201330016, a taxpayer was allowed a tax-free 1035 exchange of the beneficiary benefit proceeds from five deferred annuity contracts to a new variable annuity contract. It is important to understand, however, that a PLR is
directed only to the taxpayer who requested it, and not all annuity companies may process the transaction. A beneficiary benefit may be referred to as a death benefit in the contract summary.
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Product/material availability and features may vary by state.
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The Power of Pacific Life

Financial decisions can be long-term, and it matters which carrier you choose to support your clients’ financial plans. We maintain strong financial-
strength ratings from major ratings agencies.? Since 1868, individuals and their families have relied on the strength of Pacific Life to help protect their

financial security. If you’re ready to see how annuities can fit into your business model, we invite you to experience the Power of Pacific.

Contact us to discuss wealth-transfer strategies to help clients leave meaningful financial legacies.

RIAs/Investment Advisors Broker/Dealer Registered Representatives
(866) 441-2354 . PacificLifeAdvisory.com (800) 722-2333, ext. 3939 . Annuities.PacificLife.com

“Ratings may change and do not apply to the safety or performance of the underlying variable investment options. For more information and current financial-strength ratings, please visit PacificLife.com.

Variable annuities also offer features such as asset allocation and optional principal protection. Optional benefits are available for an additional cost.
Pacific Life, its affiliates, their distributors, and respective representatives do not provide tax, accounting, or legal advice. Any taxpayer should seek advice based on the taxpayer's particular circumstances from an independent tax advisor or attorney.
Pacific Life is a product provider. It is not a fiduciary and therefore does not give advice or make recommendations regarding insurance or investment products.

Annuities are long-term contracts designed for retirement. Annuity withdrawals and other distributions of taxable amounts, including death benefit payouts, will be subject to ordinary income tax. For nonqualified contracts, an additional 3.8% federal
tax may apply on net investment income. If withdrawals and other distributions are taken prior to age 59%, an additional 10% federal income tax may apply. A withdrawal charge also may apply and a market value adjustment (MVA) also may apply.
Withdrawals will reduce the contract value and the value of the death benefit, and also may reduce the value of any optional benefits.

Under current law, a nonqualified annuity that is owned by an individual is generally entitled to tax deferral. IRAs and qualified plans—such as 401(k)s and 403(b)s—are already tax-deferred. Therefore, a deferred annuity should be used only to fund an
IRA or qualified plan to benefit from the annuity’s features other than tax deferral. These include lifetime income, death benefit options, and the ability to transfer among investment options without sales or withdrawal charges.

Pacific Life refers to Pacific Life Insurance Company and its subsidiary Pacific Life & Annuity Company. Insurance products can be issued in all states, except New York, by Pacific Life Insurance Company and in all states by Pacific Life & Annuity Company.
Product/material availability and features may vary by state. Each insurance company is solely responsible for the financial obligations accruing under the products it issues.

Insurance products and their guarantees, including optional benefits, annuity payout rates, and any crediting rates, are backed by the financial strength and claims-paying ability of the issuing insurance company, but they do not protect the value of
the variable investment options. Look to the strength of the insurance company with regard to such guarantees because these guarantees are not backed by the independent broker/dealers, insurance agencies, or their affiliates from which products
are purchased. Neither these entities nor their representatives make any representation or assurance regarding the claims-paying ability of the issuing company.

Variable insurance products are distributed by Pacific Select Distributors, LLC (member FINRA & SIPC), a subsidiary of Pacific Life Insurance Company and an affiliate of Pacific Life & Annuity Company.
The home office for Pacific Life & Annuity Company is located in Phoenix, Arizona. The home office for Pacific Life Insurance Company is located in Omaha, Nebraska.
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http://PacificLifeAdvisory.com
http://Annuities.PacificLife.com

