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CREATE FLEXIBLE INCOME  
WITH A VARIABLE ANNUITY
while Managing Taxes and Fees



No bank guarantee • Not a deposit • May lose value 
Not FDIC/NCUA insured • Not insured by any federal government agency

Insurance products are issued by Pacific Life Insurance Company in all states except New York and  
in New York by Pacific Life & Annuity Company. Product availability and features may vary by state. 

o

o

20°56’9.6”N, 156°46’12”W

A variable annuity is a long-term contract between you and an insurance 

company that helps you grow, protect, and manage retirement savings in  

a tax-advantaged way. Variable annuities can provide:

o  Protected monthly lifetime income so that you have money for as 
long as you live.

o  Protection against market loss through optional benefits that help 
minimize downside risk.

o  Tax-deferred growth so that your money grows faster through the 
power of compounding.

o  Flexible access to your money should you need it for the unexpected.

o  Protection for your loved ones if you pass away. 

As you plan for retirement, reflect on Pacific Life’s icon, the humpback 

whale, which migrates thousands of miles each year with two goals in 

mind: sustaining its life and protecting its offspring. A Pacific Life variable 

annuity can help you reach similar goals: specifically, sustainable retirement 

income for you and financial protection for your family.

Talk with your financial professional about the important role a Pacific Life 

variable annuity could play as part of your retirement strategy.

WHY A PACIFIC LIFE VARIABLE ANNUITY
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CREATE RETIREMENT INCOME

To maintain your desired lifestyle in retirement, you’ll need to ensure you’ll have enough income. Social Security 

benefits and a pension can be a good start. But will they be enough? A variable annuity, such as Pacific Choice®  

from Pacific Life, is designed to help you generate needed income through the following options:

o  Withdrawals—During the withdrawal charge period, you can take earnings and up to 10% annually of 
remaining purchase payments without incurring withdrawal charges. You have full access to your money  
at any time after the withdrawal charge period.

o   Annuitization (Full or Partial)—You can convert all or a portion of your contract into a series of 
guaranteed income payments. 

Let’s look at how flexible income through partial annuitization can generate guaranteed, lifetime retirement  

income while still retaining some control of your assets.
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1  The tax-free portion represents the return of principal and only applies to nonqualified contracts (that is, annuities that were purchased  
with  after-tax money).

2     You may need to wait 180 days after partial annuitization to make any withdrawal from the nonannuitized amount. See your prospectus  
for details.

3“Beneficiary benefit” refers to a death benefit within a variable annuity that can leave an amount to loved ones. 
4The amount of death benefit protection paid to your beneficiaries will be reduced on a pro rata basis according to the amount annuitized.

With a Pacific Life variable annuity, you have the option to receive guaranteed, flexible income through partial annuitization. 

This strategy allows you to convert a portion of your contract value into income that’s guaranteed to last your life, two 

lives, or a specified time period. The remaining portion will continue to provide tax-deferred growth potential.

Take Income from a Portion of Your Contract Value

If you take income from a portion of your contract value through partial annuitization, you receive:

o  Lifetime income: You can create guaranteed income that will last your life or two lives if a joint annuitant is named.

o  Tax-efficient income: The exclusion ratio may allow a portion of your annual income to be the return of your 

principal, potentially creating tax savings.1

o  Cost efficiency: The portion of the contract that is annuitized (assuming fixed annuitization) will not incur any 

additional product fees.

Leave Your Remaining Contract Value Invested 

When you use partial annuitization, you can leave the remaining contract value invested. This strategy provides:

o Access to your available contract value: You can make withdrawals from the nonannuitized amount.2

o  Continued tax-deferred growth potential: The nonannuitized amount may continue to provide tax-deferred 

growth potential. 

o Investment flexibility: You can select any of the investment options offered through your contract.

o  Beneficiary benefit protection: A beneficiary benefit3, adjusted for the amount annuitized, will still be available 

to help provide protection for your loved ones.4

GUARANTEED FLEXIBLE INCOME
WHILE CONTINUING GROWTH POTENTIAL



3

Meet John and Mary

John and Mary are both age 50 and actively planning for retirement. They’re invested primarily in mutual funds and 

cash, but are concerned about managing the effects of tax and fees on the growth of their assets. John and Mary 

also are interested in the security of having some guaranteed income when they retire. They’re planning on positioning 

a portion of their assets in a variable annuity to create tax-efficient, guaranteed flexible income through partial 

annuitization at age 70. In addition, the balance of their variable annuity assets can continue to grow tax-deferred 

while providing them the option to take additional withdrawals or annuitizing more of the assets later if needed.1

Assumptions

o Initial Investment: $200,000

o  Annual Rates of Return:

• 5.89% net (8% gross before fees)

• –2.11% net (0% gross before fees)

o Pacific Choice Variable Annuity Fee: 1.20%2

o  Average Portfolio 

• Annual Expense Ratio: 0.91%3

• Total Fees: 2.11%

o Partial Annuitization Percentage: 50% 

o Annuity Option: Joint Life Only (both age 70)

1 Hypothetical returns are not guaranteed and do not represent performance of a particular investment. Actual performance of the  
investment will vary. 

2 The cost for Pacific Choice includes contract-level charges (annual mortality & expense risk charge and administrative fees). A $50 annual 
contract charge applies, but is waived if the net contract value is $50,000 or greater.

3 Average portfolio annual expense for a Pacific Life variable annuity as of 5/1/21.
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1 Partial annuitization assumes a 29.3% exclusion ratio ($4,743 nontaxable portion of the $16,188 annualized annuity payment; assumes $100,000 
cost basis as 50% of the original $200,000 investment was annuitized and 50% was left in the deferred variable annuity). The annuity income 
payment as a result of partial annuitization is hypothetical. Your payment may be different.

They invest $200,000, which is only a portion of their assets, into a Pacific Choice nonqualified variable annuity and partially  annuitize the contract at age 70.

A hypothetical example illustrating the potential benefits of partial annuitization. This illustration is intended to show how the performance of the underlying  investment options, fees, and charges could affect the annuity’s 
contract value and contractual benefits, and is not intended to predict or project investment results.

JOHN AND MARY’S STRATEGY
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Assuming a 5.89% net rate of return (8% gross 

before fees), their tax-deferred annuity would  

grow to $628,245 by age 70.

At this point, they initiate a partial annuitization of 

$314,122 (50% of $628,245 contract value) under a 

Joint Life Only payout option. Their annual guaranteed 

income is almost $16,188 per year, of which $4,743 per 

year is nontaxable until their $100,000 cost basis has 

been returned because of a 29.3% exclusion ratio.1

Continuing the assumption of a 5.89% net return,  

the remainder of their contract (314,122) would  

grow to $556,735 by age 80. This portion that was 

not withdrawn can continue to provide tax-deferred 

growth potential, and be used for withdrawals or 

another partial annuitization.

In this scenario, the contract value with a –2.11%  

net rate of return (0% gross before fees) would be 

$130,556 at age 70 and $52,741 at age 80. A partial 

annuitization of $65,278 (50% of $130,556 contract 

value) under a Joint Life Only payout option at age 

70 would generate an annual payment amount of 

$3,288 per year, all of which is nontaxable because 

of a 100% exclusion ratio.2

2 Partial annuitization assumes a 100.0% exclusion ratio ($3,288 nontaxable portion of the $3,288 annualized annuity payment; assumes $100,000 
cost basis as 50% of the original $200,000 investment was annuitized and 50% was left in the deferred variable annuity). The annuity income 
payment as a result of partial annuitization is hypothetical. Your payment may be different.

Their ResultsThey invest $200,000, which is only a portion of their assets, into a Pacific Choice nonqualified variable annuity and partially  annuitize the contract at age 70.

A hypothetical example illustrating the potential benefits of partial annuitization. This illustration is intended to show how the performance of the underlying  investment options, fees, and charges could affect the annuity’s 
contract value and contractual benefits, and is not intended to predict or project investment results.
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Age Contract 
Year

Purchase 
Payment Contract Value Surrender Value Partial 

Annuitization1
Annual Income 

for Life

Cumulative 
Annual 

Payments

Beneficiary 
Benefit Amount

50 0 $200,000

51 1  211,780  199,180  211,780 

52 2  224,254  211,654  224,254 

53 3  237,462  237,462  237,462 

54 4  251,449  251,449  251,449 

55 5  266,259  266,259  266,259 

56 6  281,942  281,942  281,942 

57 7  298,548  298,548  298,548 

58 8  316,133  316,133  316,133 

59 9  334,753  334,753  334,753 

60 10  354,470  354,470  354,470 

61 11  375,348  375,348  375,348 

62 12  397,456  397,456  397,456 

63 13  420,866  420,866  420,866 

64 14  445,656  445,656  445,656 

65 15  471,905  471,905  471,905 

66 16  499,700  499,700  499,700 

67 17  529,132  529,132  529,132 

68 18  560,298  560,298  560,298 

69 19  593,300  593,300  593,300 

70 202  628,245  628,245  314,122 $15,982 $15,982  314,122 

71 21  332,624  332,624 $15,982 $31,965  332,624 

72 22  352,216  352,216 $15,982 $47,947  352,216 

73 23  372,961  372,961 $15,982 $63,930  372,961 

74 24  394,929  394,929 $15,982 $79,912  394,929 

75 25  418,190  418,190 $15,982 $95,895  418,190 

76 26  442,821  442,821 $15,982 $111,877  442,821 

77 27  468,904  468,904 $15,982 $127,860  468,904 

78 28  496,522  496,522 $15,982 $143,842  496,522 

79 29  525,767  525,767 $15,982 $159,825  525,767 

80 30  556,735  556,735 $15,982 $175,807  556,735 

Annuity Payout Option Annual Payout Rate Annual Annuity  
Payment Amount Exclusion Ratio

Joint Life Only 5.09% $15,982 29.7%

5.89% Net Annual Return (8% gross before fees)
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Values are based on a Pacific Choice nonqualified variable annuity contract using the standard death benefit. Hypothetical gross is 8% (5.89% after 
fees). Example assumes no withdrawals, except for the partial annuitization amount. Actual values and fund expenses may be higher or lower  
than those shown based on the actual funds chosen as investment options under the contract. The annual payout rate used to illustrate partial 
annuitization is based on the single-premium immediate annuity offered by Pacific Life as of 6/16/21, and the rate is subject to change at any time.

1 Portion of contract value that was partially annuitized.
2 In contract year 20, the contract value, surrender value, and beneficiary benefit amount shown in the table are the values before the partial 
annuitization takes place.

Assumptions

o Initial Investment: $200,000

o  Average Annual Fund Fee: 0.91% (as of 5/1/21)

o Mortality & Expense (M&E) Charges: 0.95%

o Administrative Fees: 0.25%

o  Annual Contract Fee: $50 (waived if the net contract 
value is equal to or greater than $50,000.)

o  Contingent deferred sales charge: 7%, 7%, 6%, 5%, 
3%, 0% (based on age of purchase payments)



Age Contract 
Year

Purchase 
Payment Contract Value Surrender Value Partial 

Annuitization1
Annual Income 

for Life

Cumulative 
Annual 

Payments

Beneficiary 
Benefit Amount

50 0 $200,000

51 1  195,780  183,180  200,000 

52 2  191,649  179,049  200,000 

53 3  187,605  187,605  200,000 

54 4  183,647  183,647  200,000 

55 5  179,772  179,772  200,000 

56 6  175,979  175,979  200,000 

57 7  172,265  172,265  200,000 

58 8  168,631  168,631  200,000 

59 9  165,073  165,073  200,000 

60 10  161,590  161,590  200,000 

61 11  158,180  158,180  200,000 

62 12  154,842  154,842  200,000 

63 13  151,575  151,575  200,000 

64 14  148,377  148,377  200,000 

65 15  145,246  145,246  200,000 

66 16  142,182  142,182  200,000 

67 17  139,182  139,182  200,000 

68 18  136,245  136,245  200,000 

69 19  133,370  133,370  200,000 

70 202  130,556  130,556  65,278 $3,249 $3,249  100,000 

71 21  63,901  63,901 $3,249 $6,497  100,000 

72 22  62,552  62,552 $3,249 $9,746  100,000 

73 23  61,232  61,232 $3,249 $12,994  100,000 

74 24  59,940  59,940 $3,249 $16,243  100,000 

75 25  58,676  58,676 $3,249 $19,491  100,000 

76 26  57,438  57,438 $3,249 $22,740  100,000 

77 27  56,226  56,226 $3,249 $25,988  100,000 

78 28  55,039  55,039 $3,249 $29,237  100,000 

79 29  53,878  53,878 $3,249 $32,485  100,000 

80 30  52,741  52,741 $3,249 $35,734  100,000 

Annuity Payout Option Annual Payout Rate Annual Annuity  
Payment Amount Exclusion Ratio

Joint Life Only 4.98% $3,249 100.0%

–2.11% Net Annual Return (0% gross before fees)
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Values are based on a Pacific Choice nonqualified variable annuity contract using the standard death benefit. Hypothetical gross is 0% (–2.11% 
after fees). Example assumes no withdrawals, except for the partial annuitization amount. Actual values and fund expenses may be higher or lower 
than those shown based on the actual funds chosen as investment options under the contract. The annual payout rate used to illustrate partial 
annuitization is based on the single-premium immediate annuity offered by Pacific Life as of 6/16/21, and the rate is subject to change at any time.
Contract Value: The hypothetical value of the variable annuity at the end of the contract year after any applicable fees and charges are deducted. 
Surrender Value: Reflects the deduction of any applicable withdrawal charges.
Net Annual Return: Calculates the increase or decrease in the contract value over each contract year (excluding decreases in contract value 
due to withdrawals and any applicable withdrawal charges). It does include the deduction of fees and charges including optional benefit charges.
Beneficiary Benefit: The hypothetical value of the beneficiary benefit payable at the end of the contract year.
Exclusion Ratio: The portion of the payment that will be considered “return of principal” and, therefore, not taxable. When the principal  
(initial investment) is depleted, subsequent annuity income payments will be fully taxable.
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IMPORTANT CONSIDERATIONS

It’s important to be aware of the following facts regarding partial annuitization:

o  Annuitization is generally irrevocable—After you annuitize, you generally cannot stop payments, 
change the payment amount, or change the timing of payments. However, you may do more than one 
partial annuitization on a contract.

o  Legacy reduced—For the purpose of determining beneficiary benefit amounts, a partial annuitization  
is considered a withdrawal from your contract, which will reduce your contract’s beneficiary benefit 
amount on a proportionate basis. Note that withdrawal charges are waived upon partial annuitization.

o  Age consideration—Some annuity payout options, if requested prior to age 59½, may be subject to an 
additional 10% federal tax.

o  Timing—Partial annuitization cannot be elected during the first contract year. The annuity payout option 
selected must be for either (1) a period of at least 10 years or (2) over the life of a single annuitant or over 
two lives of joint annuitants.

Partial annuitization is treated as a withdrawal and will reduce the contract value by the amount that is 

annuitized. Additionally, for contracts that hold an optional living benefit or beneficiary benefit, partial 

annuitization may reduce the benefits guaranteed under the optional benefit, depending on the features of each 

optional benefit and the amount that is annuitized.

Talk with Your Financial Professional

As you plan for retirement, you and your financial 

professional can consider strategies to:

o  Grow your retirement assets.

o  Ensure you’ll have steady, reliable retirement income.

o  Access your contract value.

o  Manage your contract fees.

o  Manage your taxes.

Your financial professional can provide more details  about 

how a variable annuity, and the option of  flexible income 

through partial annuitization, may  be right for you to help 

you achieve these goals.



1 Recipient of multiple DALBAR Service Awards since 1997. Refer to www.DALBAR.com for 
more information regarding awards, certifications, and rankings.

2 Based on the Ethisphere Institute’s Ethics Quotient®. “World’s Most Ethical Companies” and 
“Ethisphere” names and marks are registered trademarks of Ethisphere LLC. 

While ratings can be objective indicators of an insurance company’s financial strength and can 
provide a relative measure to help select among insurance companies, they are not guarantees 
of the future financial strength and/or claims-paying ability of a company. The independent third 
party from which this annuity is purchased, including the broker/dealer, the insurance agency 
from which this annuity is purchased, and any affiliates of those entities, make no representations 
regarding the quality of the analysis conducted by the rating agencies. The rating agencies are 
not affiliated with the above-mentioned entities nor were they involved in any rating agency’s 
analysis of the insurance companies. 

Pacific Life has more than 150 

years of experience, and we 

remain committed to providing 

quality products, service, and 

stability to meet your needs today 

and throughout your lifetime.

It’s essential for you to choose a strong and stable company 

that can help you achieve your future income needs. Since 1868, 

individuals and their families have relied on the strength of  

Pacific Life to help protect their financial security.

o  Pacific Life Insurance Company is organized under a mutual 
holding company structure and operates for the benefit of its 
policyholders and contract owners.

o  We have achieved ongoing recognition1 for high-quality 
service standards.

o  We offer products that address market environments during 
all stages of your life.

o  Pacific Life is designated as one of the 2021 World’s Most 
Ethical Companies®2 by the Ethisphere Institute, a global 
leader in defining and advancing the standards of ethical 
business practices.

o  We maintain strong financial-strength ratings from major 
independent rating agencies.

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. 

WHY PACIFIC LIFE



Talk with your financial professional today about creating  
flexible income with a variable annuity, or visit our website.

PacificLife.com

Not all products or riders are available at all firms. 

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 professional  
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.

This material must be preceded or accompanied by the product prospectus. Contact your financial professional or  
visit www.PacificLife.com for more information, including product and underlying fund prospectuses that contain 
more complete information about Pacific Life and a variable annuity’s risks, charges, limitations, and expenses,  
as well as the risks, charges, expenses, and investment goals of the underlying investment options. Read them 
carefully before investing.

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.

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 59½, an additional 10% federal tax may apply. A withdrawal charge also may 
apply. Withdrawals will reduce the contract value and the value of the death benefits, and also may reduce the value of 
any optional benefits. 

Pacific Life refers to Pacific Life Insurance Company and its affiliates, including Pacific Life & Annuity Company. Insurance 
products are issued by Pacific Life Insurance Company in all states except New York and in New York by Pacific Life & 
Annuity Company. Product availability and features may vary by state. Each insurance company is solely responsible for the 
financial obligations accruing under the products it issues. Insurance product and rider guarantees, including optional benefits 
and any fixed subaccount crediting rates or annuity payout rates, are backed by the financial strength and claims-paying ability 
of the issuing insurance company and do not protect the value of the variable investment options. They are not backed by 
the broker/dealer from which this annuity is purchased, by the insurance agency from which this annuity is purchased, or 
any affiliates of those entities, and none makes any representations or guarantees regarding the claims-paying ability of the 
issuing insurance company.

Variable insurance products are distributed by Pacific Select Distributors, LLC (member FINRA & SIPC), a subsidiary 
of Pacific Life Insurance Company (Newport Beach, CA) and an affiliate of Pacific Life & Annuity Company, and are available 
through licensed third parties.

Contract Form Series: ICC12:10-1252
State variations to contract form series may apply.
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