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A “JUST-IN-CASE” STRATEGY TO LIVE ON
THEN PASS ON
At Thanksgiving, many retirees find themselves grateful for family, friends,
good food, and, of course, a strong, flexible income plan.
Thanksgiving is a time many people review those aspects
of life for which they are grateful. As retirees age, they
also may consider the legacies that will be left behind for
family and charitable causes. The challenge many retirees
face is knowing how much they’ll need in “live-on” assets.
Because, first and foremost, the priority is having enough
income to maintain their lifestyles.
For clients who are unsure of how much income will be
needed over the long term, adding a “just-in-case”
element to the plan can provide income to cover expenses
as well as a legacy that beneficiaries may receive over
their life expectancies. Here are some questions to ask
clients to help determine if a “just- in-case” strategy might
be appropriate.

1. Does your guaranteed income currently cover all
or most of your essential monthly expenses?
If the answer is no, then a plan to cover that guaranteed
income gap should be considered. If the answer is yes, the
client may want to consider whether adding a “just-in-case”
element is appropriate. The “just-in-case” element provides

2. Will you feel more confident knowing you have a
“just-in-case” element in your plan?
Retirement is a big step for clients. It is common for them
to want the comfort of knowing that their current—and
future—guaranteed income needs can be met. This concern
often changes as time passes, the income plan works, and the
retirees gain confidence.
One “just-in-case” plan to consider uses a tax-deferred
variable annuity to provide two benefits:

oF
 uture guaranteed income. This can be achieved
through an income benefit or annuitization.
oA
 potentially tax-advantaged legacy. If the client
does not need the income, their annuity becomes a
legacy for a child or grandchild who may stretch the
required distributions over their life expectancy. If the
annuity is left directly to a charity, the charity will not
pay taxes on any gains.

3. How are you managing income distributions
between qualified and nonqualified accounts?

the option for future guaranteed income with a potentially

Most retirees have both qualified accounts, such as traditional

tax-advantaged back-up plan for beneficiaries.

IRAs and 401(k)s, and nonqualified accounts. By carefully
selecting which account to use for the “just-in-case” element,
you can ensure the nonqualified annuity will provide future
guaranteed income.

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.
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If additional income is not needed, the nonqualified annuity
becomes a tax-advantaged legacy or bequest.

oL
 egacy. Nonqualified assets can be an attractive option
for the “just-in-case” element. Retirees can use partial
annuitization to increase guaranteed income and/or take
distributions as needed. If income is not needed, clients
will enjoy the benefit of tax-deferred growth. A natural
person, such as a child or sibling, who is the beneficiary
of a nonqualified annuity can stretch the account, which
means he or she can take life-expectancy distributions.
Taxes will be due on gains but not on principal.
(Remember—the Setting Every Community Up for
Retirement Enhancement (SECURE) Act changed the
distribution rules for the beneficiaries of IRAs, not
nonqualified annuities.).

oB
 equest. A traditional IRA or 401(k) is a “spend
down” account. That is, through RMDs, the account
will make distributions during the retiree’s lifetime.
This can make these accounts a good choice for the
“just-in-case” element. Traditional IRAs and 401(k)s
are mostly funded with pretax dollars. If the owners
name a natural person as the beneficiary, such as a
child or sibling, the beneficiary will be taxed at ordinary
income. However, retirees also can name a qualifying
charity directly as the beneficiary of the account. The
charity will pay taxes at its tax rate—0%!

Make Thanksgiving Calls
Thanksgiving is a perfect time to reach out to clients to let them know you’re thankful for them trusting you with their
financial futures and that you’d be happy to look into building them a “just-in-case” income plan they may be grateful for in
the future.

Additional Resources and Links
A Strategy to Consider When Clients Are Underspending in Retirement
Creating Retirement Income: Are Your Clients Confident or Concerned?
Social Security and Longevity Planning—It’s a Match!
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For more information about retirement planning,
please contact our Retirement Strategies Group at
RSG@PacificLife.com or (800) 722-2333, ext. 3939.
PacificLife.com

This material is provided for informational purposes only and should not be construed as investment, tax, or legal advice. Information is based
on current laws, which are subject to change at any time. Clients should consult with their accounting or tax professionals for guidance
regarding their specific financial situations.
Investors should carefully consider a variable annuity’s risks, charges, limitations, and expenses, as well as the risks, charges,
expenses, and investment goals of the underlying investment options. This and other information about Pacific Life are provided in
the product and underlying fund prospectuses. These prospectuses should be read carefully before investing.
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 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 features 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 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.
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. Variable and fixed annuity products are available
through licensed third parties.
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