CASE IN POINT
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Individual Insured Annuity
with a raise

In the last article on Individual Insured Annuities, we looked at a
traditional structure for Mary, age 70. Let's look at a concern that
Mary or her daughters may have with the traditional Insured Annuity.

What happens if Mary needs a lump sum of cash down the road?
Remember that the original strategy freed up a sizable amount of money
that Mary could use for lifestyle needs, lifetime gifts to children and
grandchildren or other purposes. Let's say that this money was either
spent or committed elsewhere.

Mary or her daughters may feel that they require a lot more guaranteed
income. They wonder what would happen if the prescribed annuity
stopped funding the estate preservation part of the strategy, specifically
the life insurance policy on Mary’s life. They would like to give Mary a
raise in guaranteed spendable income.

Mary has the ability to stop paying premiums with her annuity income and
elect to have a reduced paid-up life insurance policy. She can then spend
the entire amount of annuity income on other things.
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Let's assume that Mary’'s advisor used EstateMax 100, a specially designed permanent
participating life insurance policy. Remember that the original sum insured would have been
equal to the capital used to buy the annuity, $250,000. Fifteen years later, when Mary is 85
years old and is need of personal care at home or some extra money in a retirement residence,
she stops paying the life insurance premiums. The paid-up policy would represent almost
$143,000 of coverage, still providing a sizeable amount of money for Mary's grandchildren.
Mary would have an extra $10,400 of tax-paid income each year to support her need.
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