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As Retirement Approaches, You Are Faced With Decisions About  
Your Pension
When retiring with pension plan benefits, you and your spouse are faced with the difficult 
decision of selecting a retirement income payout option. Generally, there are two selections from 
which to choose:

	 A single life benefit payout option provides a generally higher monthly income than a joint and 
survivor benefit during the lifetime of both spouses, but provides no monthly income to the 
surviving spouse in the event the plan participant dies.

	 A joint and survivor benefit payout option provides a reduced monthly income during the 
lifetime of both spouses and a continuing percentage of that monthly income paid to the 
survivor in the event that the plan participant dies.

The Pension Maximization Strategy May Help You Get More Pension Income 
The Pension Maximization Strategy uses a combination of your pension payout election and life 
insurance to help you make the most of the pension income during your lifetime and provide 
protection for your spouse at your death. You and your spouse choose the single life benefit payout 
option. This generally results in a larger benefit payment than the joint and survivor benefit payout 
option. Prior to electing your payment option, you and your spouse purchase a life insurance policy 
insuring your life and naming your spouse as the beneficiary. In order to have unfettered access to 
the life insurance policy’s cash value during his or her lifetime, the insured will personally own the 
life insurance policy.  At the insured’s death, the unlimited marital deduction will allow the in-
sured’s spouse to receive the death benefit proceeds estate tax-free.1 The life insurance death benefit 
proceeds may now be used to replace the retirement income that your spouse loses upon your death.

Investment and Insurance Products: Not a Deposit — Not FDIC Insured  
— Not Insured by any Federal Government Agency — No Bank Guarantee — May Lose Value

	 1	 According to the American Taxpayer Relief Act of 2012, the federal estate, gift and generation skipping transfer (GST) tax exemption amounts are all $5,000,000 
(indexed for inflation effective for tax years after 2011); the maximum estate, gift and GST tax rates are 40%.

	 2	 For federal income tax purposes, life insurance death benefits generally pay income tax-free to beneficiaries pursuant to IRC Sec. 101(a)(1). In certain situations, 
however, life insurance death benefits may be partially or wholly taxable. Situations include, but are not limited to: the transfer of a life insurance policy for valuable 
consideration unless the transfer qualifies for an exception under IRC Sec. 101(a)(2) (i.e., the “transfer-for-value rule”); arrangements that lack an insurable interest 
based on state law; and an employer-owned policy unless the policy qualifies for an exception under  
IRC Sec. 101(j).



1	 Benefit Option:  Participant and his or her spouse choose the single life income benefit pay-
ment option rather than the joint and survivor benefit payment from his or her pension plan.

2	 Life Insurance Policy:  Participant purchases and pays premiums on a life insurance policy on 
his or her life naming his or her spouse as the beneficiary.

3	 Death of Participant:  Upon the death of the participant, the pension benefits stop. The life 
insurance death benefit proceeds should be paid to the spouse/beneficiary free from estate and 
income2 taxes. The death benefit proceeds may be used to replace the discontinued pension 
income to the surviving spouse.

 

This material is not intended to be used, nor can it be used by any taxpayer, for the purpose of avoiding U.S. federal, state or local 
tax penalties. This material is written to support the promotion or marketing of the transaction(s) or matter(s) addressed by this 
material. Pacific Life, its distributors and their respective representatives do not provide tax, accounting or legal advice. Any tax-

payer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.
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The Power To Help You Succeed

Advantages Include:
	 At the participant’s death, the life insurance death benefit proceeds and any interest earned 

from the death benefit proceeds may be used to provide the spouse/beneficiary’s retirement 
income.

	The life insurance death benefit proceeds are generally received by the spouse/beneficiary free 
of estate and income* taxes.  

	 The spouse may choose to “annuitize” the death benefit proceeds using one of the available 
options to provide a guaranteed income stream.

	 If the spouse dies before the participant, the participant may use the policy’s available cash 
values to supplement the participant’s retirement income. When the participant dies, the 
remaining life insurance death benefit would pass to the heirs.

	 If both the participant and the spouse live to life expectancy, they may enjoy the larger 
retirement income payout provided by the single life benefit payment option. 

Disadvantages Include: 
	 Spouse’s medical benefits may be tied to survivor pension benefits. Electing a single life 

benefit payment option may eliminate those survivor medical benefits. Careful review of 
related retirement benefits is needed before adopting this option.

	 The spouse may have little or no investment experience and may deplete a lump sum death 
benefit well in advance of life expectancy. Careful review of the settlement options offered by 
the life insurance policy with your financial advisors is recommended.

	 A single life benefit payout option may not provide sufficient income to provide retirement 
income and pay the life insurance premiums. 

	 At the death of both spouses, any remaining life insurance death benefit proceeds may be 
subject to estate taxes.

	 *	 For federal income tax purposes, life insurance death benefits generally pay income tax-free to beneficiaries pursuant 
to IRC Sec. 101(a)(1). In certain situations, however, life insurance death benefits may be partially or wholly taxable. 
Situations include, but are not limited to: the transfer of a life insurance policy for valuable consideration unless the 
transfer qualifies for an exception under IRC Sec. 101(a)(2) (i.e. the “transfer-for-value rule”); arrangements that lack 
an insurable interest based on state law; and an employer-owned policy unless the policy qualifies for an exception 
under IRC Sec. 101(j).



This fact finder is provided to help you and your life insurance producer better understand your 
goals and objectives. Please return the information to your life insurance producer and not to 
Pacific Life as we cannot and do not provide financial, legal or tax advice.

Vital Information

Participant’s Name:____________________________________________________________________________________________ 	

Participant’s Date of Birth:______________________ 	 Sex:  M    F

Risk Status:	  Super Preferred NonSmoker    Preferred Plus NonSmoker    Preferred NonSmoker

	  Standard NonSmoker    Preferred Smoker    Standard Smoker

Participant’s Spouse’s Name:____________________________________________________________________________________

Participant’s Spouse’s Date of Birth:______________ 	 Sex:  M    F

Risk Status:	  Super Preferred NonSmoker    Preferred Plus NonSmoker    Preferred NonSmoker

	  Standard NonSmoker    Preferred Smoker    Standard Smoker

Present Income Tax Bracket:____________________________________________________________________________________

Future Income Tax Bracket:_____________________________________________________________________________________

Estate Tax Bracket:____________________________________________________________________________________________

Pension Plan Balance:__________________________________________________________________________________________

Participant’s Age at Retirement:__________________________________________________________________________________

What are the pension payout options available from your employer’s pension plan?

	 Single Life:___________________________________________________________________________________________

	 Joint Life:____________________________________________________________________________________________

Additional Notes
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Life Insurance Producer’s Name

State Insurance License Number
(or affix your business card)

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 products and their guarantees, including optional benefits and any fixed subaccount 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 life insurance company with regard to such guarantees as these guarantees 

are not backed by the broker-dealer, insurance agency 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 life insurance company. Variable 
insurance products are distributed by Pacific Select Distributors, Inc., (member FINRA & SIPC), a subsidiary of Pacific Life Insurance 

Company, and an affiliate of Pacific Life & Annuity Company, and are available through licensed third-party broker-dealers.

Please Note: This brochure is designed to provide introductory information in regard to the subject matter covered. 
Neither Pacific Life nor its representatives offer legal or tax advice. Consult your attorney or tax advisor for 

complete up-to-date information concerning federal and state tax laws in this area.
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