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* Tax-free income assumes, among other things: (1) withdrawals do not exceed tax basis (generally, premiums paid less prior withdrawals); (2) policy remains in force until 
death; (3) withdrawals taken during the first 15 policy years do not occur at the time of, or during the two years prior to, any reduction in benefits; and (4) the policy 
does not become a modified endowment contract.  See IRC Sections 7702(f)(7)(B), 7702A.  Any policy withdrawals, loans and loan interest will reduce policy values 
and may reduce benefits. 

Unleash Your Life Insurance Policy’s Potential
Using Tax-Free* Policy Loans and Withdrawals with Automated Convenience

If you only view life insurance as beneficial at death, you may be overlooking the potential of your 
policy’s accumulated value to provide benefits while you are living, including:

•	 Supplemental retirement income
•	 Cash for emergencies 
•	 Balance sheet reporting benefit (cash value counts as a liquid asset)
•	 Power to capitalize on an opportunity requiring cash flow

Unlock your policy’s flexibility with tax-free* policy loans 
and withdrawals from your policy’s accumulated value.

Here’s How It Works

Each premium you pay is 
reduced by a premium load, 
then applied to your policy’s 
accumulated value.

Income Potential
Tax-free* policy loans and 
withdrawals may be taken  
from the accumulated value.

Cash Out Option
At any time, you may surrender 
your policy for its accumulated 
value less any surrender 
charges and policy debt.

Adjustable Death Benefit

Accumulated Value
•	 Earnings grow tax-deferred 
•	 Pays monthly policy charges



*  Tax-free income assumes, among other things: (1) withdrawals do not exceed tax basis (generally, premiums paid less prior withdrawals); (2) policy remains in force 
until death; (3) withdrawals taken during the first 15 policy years do not occur at the time of, or during the two years prior to, any reduction in benefits; and (4) the 
policy does not become a modified endowment contract. See IRC Sections 7702(f)(7)(B), 7702A.  Any policy withdrawals, loans and loan interest will reduce policy 
values and may reduce benefits.

Receive Tax-Free* Income from Your Policy’s Tax-Deferred Growth
Your policy’s accumulated value grows tax-deferred. You may access this accumulated value through tax-free*  
withdrawals and loans to supplement your income.

Withdrawals:

•	 Tax-free* up to sum of premiums paid
•	 Available after first policy year
•	 Minimum Amount: $200
•	 Maximum Amount: Cash value minus total policy debt,  

$500, and any applicable surrender charges
•	 $25 fee for each withdrawal (currently waived)

Policy Loans:

•	 Generally tax-free*
•	 Minimum Amount: $200
•	 Maximum Amount: Cash value minus total policy debt,  

$500, and any applicable surrender charges
•	 Loan interest rate charged is offset by interest rate credited 

Most Pacific Life Insurance Company policies offer 0% 
net-cost policy loans on current basis, when taken after 
policy year 5.

Automated Cash Flow Convenience

The Automated Income Option (AIO) is a service that structures a combination of loans and withdrawals only to the extent that they 
will remain tax-free.* An illustration will be run at each policy anniversary to determine if the amount or projected duration of the 
distribution needs to be changed. 

•	 Reliable, automatic distributions
•	 Choose fixed amount or fixed duration
•	 Tax-free* distributions (AIO will first take withdrawals up to the policy basis, then switches to policy loans)
•	 Convenient direct deposit of distributions into client’s checking or savings account, or a paper check 

may be mailed if desired

AIO has certain eligibility requirements, such a minimum net accumulated value of  
$50,000 and policy must be In force for at least seven years. See your policy for details.
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Investment and Insurance Products: Not a Deposit — Not FDIC Insured —  
Not Insured by any Federal Government Agency — No Bank Guarantee — May Lose Value



This hypothetical example shows 3 income strategies for the same insured: 1) maximum annual income stream beginning at age 65 to 90; 2) maximum annual income 
stream beginning at age 70 to 95; and 3) maximum income stream beginning at age 70 to 95 at a slightly lower initial amount that increases each year by 2%.   
Assumptions: Male insured, issue age 42, best nonsmoking risk class, initial death benefit of $1 million comprised of 50/50 base/term,2 (increasing death benefit option 
to age 65, then level), Pacific Life Insurance Company’s Pacific Indexed Performer LT indexed universal life insurance (Policy Form #P11PIP or ICC11 P11PIP—form 
# based on state in which policy is issued), $42,896 annual premium to age 65, 7% current interest rate, 0% guaranteed. Always refer to the Basic Illustration for 
guaranteed values and other important information.

Control Your Policy’s Income Flow

You’re in control of your policy’s flexible income stream. With sufficient cash value, you may take out a large withdrawal now 
and follow it 10 years later with recurring policy loans. Or, take withdrawals up to your cost basis (sum of premiums paid), 
then switch to policy loans for tax-free* supplemental retirement income stream. Provided there is sufficient accumulated 
value to continue paying monthly policy charges, your policy will remain in force. If you plan to maximize the policy loans 
taken from your policy, talk to your life insurance producer about the Overloan Protection II Rider (Form #R08OLP)1,  which 
can help prevent policy lapse in later years on heavily loaned policies that are funded at their policy maximum limits. 

Power of Waiting

When might be a good time to start taking income? Many illustrations generally reflect distributions beginning at age 65. 
But as the following hypothetical example shows, by waiting to start or starting with a smaller amount but gradually increas-
ing it over time, you can dramatically increase your overall income potential.

Pacific Life Makes It Easy to Access Your Money
Call 800-800-7681 or sign in to “My Account” on www.PacificLife.com 

to request a withdrawal or loan form or enroll in the Automated Income Option.

3 of 4Endnotes on back.

$150,000  

$170,000  

$190,000  

$210,000  

$230,000  

$250,000  

$270,000  

$290,000  

$310,000  

$330,000  

$350,000  

65 70 75 80 85 90 94 95 

Age 65 Wait till Age 70 Wait till Age 70 with Annual Increases  

Maximum Income Potential by Strategy	 Total Income Potential by Strategy

$4,000,000  

$4,500,000  

$5,000,000  

$5,500,000  

$6,000,000  

$6,500,000  

Age 65 Wait till 
Age 70 

Wait till 
Age 70 

with Annual 
Increases

139%
the 

income

149%
the 

income

Work with your life insurance producer to help 
structure an income strategy for your needs.
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Pacific Life Insurance Company 
Newport Beach, CA 

(800) 800-7681  •  www.PacificLife.com 

Pacific Life & Annuity Company 
Newport Beach, CA 

(888) 595-6996  •  www.PacificLifeandAnnuity.com

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.  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 this product is purchased. Neither these entities nor their 

representatives make any representation or assurance regarding the claims-paying ability of the life insurance company.

Non-guaranteed elements are not guaranteed by definition. As such, Pacific Life reserves the right to change or modify any  
non-guaranteed element. This right to change non-guaranteed elements is not limited to a specific time or reason.

Pacific Life’s individual life insurance products are marketed exclusively through independent third-party life insurance producers, 
which may include bank affiliated entities. Some of these selling entities may limit availability of some optional riders based on 
their client’s age and other factors. Your life insurance producer can help you determine which optional riders are available and 

appropriate for you.

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 taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax advisor.

Life Insurance Producer’s Name

State Insurance License Number
(or affix your business card)

1 The potential tax consequences of the Overloan Protection II Rider have not specifically been ruled on by the IRS or courts. Clients should consult their tax advisors. 
Riders will likely incur additional charges and are subject to availability, restrictions, and limitations. When considering a rider, request a policy illustration from your 
life insurance producer to see the rider’s impact on your policy’s values.

2 Term coverage is provided through the Annual Renewable Term Rider (Form #R11RTP or ICC11 R11RTP—form number based on state in which policy is issued). 
Riders will likely incur additional charges and are subject to availability, restrictions, and limitations. When considering a rider, request a policy illustration from your 
life insurance producer to see the rider’s impact on your policy’s values.


