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You’ve worked hard and saved successfully for 

retirement during your working years.   

Your discipline and successes in retirement planning 

put you in the fortunate position of having assets not 

needed for income or funds you would use only for 

long term care needs or home health needs.   

Maybe your retirement savings along with other assets 

raise the question of estate tax liability and how will 

you maximize your legacy to heirs while minimizing 

income and estate taxes.   
These and other issues specific to your financial 

goals and situation are considered in  

Wealth Transfer Planning 

 

Contact your Financial Advisor  

today  to learn more 

Annuity Transfer Maximization 

as part of overall 

Wealth Transfer Planning 

Pursuant to IRS Circular 230, Insurance Designers is providing you 
with the following notification:  The information contained in this 
document is not intended to (and cannot) be used by anyone to 
avoid IRS penalties.  This document supports the promotion and 
marketing of insurance products.  You should seek advice based 
on your particular circumstances from an independent tax advi-
sor. 

Insurance Designers, its employees and contracted Brokers and 
Financial Advisors may not give legal or tax advice.  Any discussion of 
taxes herein or related to this document is for general information 
purposes only and does not purport to be complete or cover every 
situation.  Tax law is subject to interpretation and legislative change.  
Tax results and the appropriateness of any product for any specific 
taxpayer may vary depending on the facts and circumstances.  You 
should consult with and rely on your own independent legal and tax 
advisors regarding your particular set of facts and circumstances. 

Specific product presentations are only authorized when  preceded 
or accompanied by a full NAIC-compliant illustration produced by 
the issuing insurance company, including information about the 
policies, features, risks, charges and expenses.  All guarantees are 
based on the claims-paying ability of the issuing  insurance company. 

Insurance Products Are: 

● Not A Deposit ● Not FDIC Insured ● Not Insured by Any 

Federal Government Agency ● Not Guaranteed By Any 

Bank Or Credit Union ● May Go Down In Value 

Insurance Designers of America, LLC is one of the country’s oldest 

and most successful insurance brokerage organizations.  With over 

50 full service life, disability income and long term care brokerage 

agencies, IDA provides both pre– and post-sale services to Financial 

Advisors.  IDA brings immense insurance technical expertise and a 

broad marketplace of top insurance carriers to bear for Advisors 

and their clients, thereby producing the best options in the market  

available to clients. 

“It’s all by design.”        
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About  Annuities 

Annuities may have been appropriate vehicles for tax-

deferred growth and accumulation, however they may not 

be the best solution for efficient transfer of assets to your 

heirs or for long term care emergency funds. The tax-

deferred treatment of deferred annuities delays income 

taxes until you begin distributions or transfer the annuity 

values at death.  

● Distributions to you  of appreciation (gain inside the 

annuity above your contributions) characterized as 

ordinary income—either all gain first or spread out  over 

your life expectancy  through annuitization options.  In  

most older annuity contracts, the same income tax 

scenario holds true for distributions  to cover long term 

care or home health expenses. 

● Distributions  to your heirs at your death do not receive a 

step-up in basis  and are characterized as Income in 

Respect of Decedent.  In other words, even if named as 

a beneficiary on the annuity contract, your heirs will 

recognize in come (anything your heirs receive above 

your contributions) at their marginal tax rates instead of 

yours. Many people do not realize that even annuity 

death benefit options are treated in the same manner 

for income tax purposes. 

● Since annuities cannot be owned by  a “non-natural  

entity”, (i.e. business or trust) your annuity will be 

included in your gross estate for federal and state estate 

tax purposes.  If you have an estate tax problem, this can 

potentially further erode what will transfer to your heirs. 

About Annuities 

and differences between 

Accumulation and Distribution 

Annuity Transfer Maximization Planning 

Your Financial Advisor can help you gather and consider the right information so you 

can make well-informed choices regarding your assets and current plan.  As with many 

other planning strategies, the best time to weigh your options is while you’re healthy 

and before distributions are needed.   

The process has three phases: 

 Discovery—your Advisor will collect information about your annuity as well as 

other assets in your estate.  They will gather your responses to questions regarding 

your original purpose for the annuity, (or annuities)  your liquidity needs and how 

you see the asset (s) best serving your financial needs going forward., along with 

general health information. 

 Analysis, Research and Results—first, your Financial Advisor will model net 

transfer amounts (what potentially can be received after taxes) for your current 

plan under scenarios identified by you during discovery.  Next, they will work with 

an Insurance Planning Consultant to identify options in today’s market  that will 

meet your planning objectives, liquidity needs and insurability status. An impartial 

report is presented to you that lays out how each scenario compares and models 

distributions net of income and estate taxes. 

 Conclusions and Execution—after you consider the results with your Advisor, you 

may decide that no changes are needed. If so, you will still appreciate the peace of 

mind that comes from investigating your options.   You may however conclude 

that you want to further investigate one or more of your options to better position 

annuity assets  based on your insurability.  If so, your Financial Advisor and the 

Insurance Planning Consultant will assist you with paperwork and the underwriting 

process.  As before, they will gather results and present them to you so you can be 

comfortable with making well-informed choices.  The best time to consider 

options that involve insurability, is when you’re healthy and before benefits are 

needed. 

Annuity Transfer Maximization 

a comprehensive 

Discovery and Planning Process 

Who should consider ATM? 

Typically clients over age 59 1/2 with 
annuities not needed for regular income. 

How ATM Works 

The scenarios below are typically modeled 
from both withdrawal

2
 and annuitization 

options in the existing annuity: 

 Annuity with qualified LTC rider—
Potentially eliminate income tax on 
distributions for LTC expenses 

 Life Insurance with LTC rider
2
—

Recognize income/pay taxes from 
annuity proceeds, then use net 
proceeds to purchase life insurance with 
LTC rider.  Eliminate income taxes on 
both long term care and death benefits 

 Life Insurance without LTC rider
2
—

further leverages net annuity proceeds 
for income tax-free transfer to heirs 

 Life Insurance in ILIT
 1,2

—Recognize 
income/pay taxes on annuity proceeds, 
establish an Irrevocable Life Insurance 
Trust and gift proceeds into the trust.  
The trust purchases life insurance, 
leveraging the value to heirs outside of 
the estate, reducing estate tax liabilities.  

Contact your Financial Advisor 
today for more information and to 
determine if ATM is right for you 

1 
Withdrawals may be subject to ordinary income tax and if made before age 59 1/2, may be subject to a 10% Federal income tax penalty. 

2 
Wealth transfer concepts require the use of sophisticated trust, estate and income tax strategies.  Trusts should be drafted by an attorney familiar     
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