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(continued)

RISK MANAGEMENT FINANCIAL SOLUTIONS

* Your clients must meet certain eligibility requirements and consider additional costs and  
 timing factors of a nonqualified stretch annuity.

Legacy
Extended Annuity Program

Stretch for More Sales

Extend Annuity Advantages with the Nonqualified Stretch Annuity Death Benefit Option

Beneficiaries of nonqualified annuities traditionally have had three options when receiving a death 

benefit: lump-sum distribution, five-year deferral or annuitization. 

Offer your clients a fourth option — the nonqualified stretch annuity distribution — available  

from issuers Integrity Life Insurance Company, National Integrity Life Insurance Company and 

Western-Southern Life Assurance Company.

The Benefits of the Fourth Option

A nonqualified stretch — or “extended” — annuity distribution allows beneficiaries to take 

distributions of the annuity death benefit over a period as long as their life expectancy.* The 

distribution amounts include an exclusion ratio, so a portion is untaxed, and are determined using 

a formula similar to that used to calculate minimum required distributions (MRD) from an IRA or 

qualified retirement plan. Keep in mind, however, that adverse tax consequences could be triggered if 

clients deviate from the annual distribution amount.

Extended annuity advantages for your client:

•	 Flexibility in timing and amount of distributions compared to the  

annuitization method

•	 More time for potential tax-deferred growth of annuity assets

•	 Exclusion ratio — each scheduled payment is part nontaxable return of premium paid into the 

annuity and part taxable gain earned by the annuity during its accumulation phase

Extended annuity advantages for you:

•	 Opportunity to offer your client the full range of  

distribution methods

•	 Opportunity to nurture multi-generational clients

•	 Maintain contract portability without triggering taxation
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The Fourth Option – A Comparison of Distribution Techniques
Mary purchased a nonqualified annuity 20 years ago with an initial investment of 
$250,000 and made no withdrawals over a 20-year period. Mary is the owner and 
annuitant, and named her daughter, Joan, age 35, as the owner’s and annuitant’s 
beneficiary. At Mary’s death, the current value of the annuity was $547,781. Joan 
can select one of four methods for taking distribution of her mother’s annuity value. 
These hypothetical examples are based on a $250,000 nonqualified (after-tax) 
initial investment, accumulated for 20 years at a constant growth rate of 4% with a 
maximum federal income tax rate of 35%. The examples also assume Mary’s estate 

is not subject to federal or state estate tax.

Nonqualified Stretch Annuity
Joan selects tax-deferred growth of the annuity distributed over her 48.5-year 
life expectancy. Based on the current value of $547,781 (beginning of year), 
she would receive a cumulative after-tax benefit of more than $1.2 million at 

age 90 by electing to stretch annuity distributions. 

Age Contract Value 
Annual 

Distribution
Net Distribution 

(After Tax)
Net Cumulative 

Benefit

35 $569,692 $11,746 $9,439 $9,439

40 $622,711 $14,042 $10,932 $60,687

50 $714,203 $20,662 $15,234 $192,445

70 $685,244 $41,107 $28,524 $628,117

90 $138,881 $30,339 $19,721 $1,211,669

Note: contract values are end-of-year values before distribution; distributions are taken annually at the end 
of the year.

Option 4

Lump-Sum Distribution
Joan elects to take a 
distribution of Mary’s entire 
annuity value at Mary’s death. 
Based on the current value 
of $547,781, Joan’s taxable 
amount = $297,781 ($547,781 
- $250,000 initial investment). 
Joan owes taxes of $104,223 
($297,781 x 35%). Joan’s net 
after tax benefit = $443,558.

Traditional Option 1

Distribution at End of 
Five-Year Period
Joan elects to allow the assets 
in the annuity to accumulate 
tax deferred for five years 
and then take a lump-sum 
distribution of the annuity 
value. Based on the current 
value of $547,781, the five-
year value = $666,460 (net 4% 
average return). The taxable 
amount = $416,460 ($666,460 
- $250,000 initial investment). 
Taxes owed = $145,761 
($416,460 x 35%). Joan’s net 
after tax benefit = $520,698.

Traditional Option 2

Annuitization
Joan elects to annuitize the 
balance of Mary’s annuity 
value. She selects from a 
number of income options. 
The amount of Joan’s 
distribution would depend on 
the type of annuitization  
plan selected.

Traditional Option 3These examples are hypothetical for illustrative purposes only. They are not intended 
to predict or project any actual investment result. They are based on a $250,000 
nonqualified (after-tax) initial investment, accumulated for 20 years at a constant 
growth rate of 4%. Tax-deferred means contributions are not currently taxed, but 
earnings are subject to ordinary income tax at withdrawal. Withdrawals may be 
subject to a 10% IRS penalty tax if taken prior to age 59½. Individual tax situations 
vary. Integrity, National Integrity and Western-Southern Life Assurance Company 

do not offer tax advice. Consult an attorney or tax advisor for specific advice. Fees, 
charges and expenses are not included and if included would lower performance.

For more information about nonqualified stretch annuity distribution, contact: 

Payment of benefits under the annuity contract is the obligation of, and is guaranteed by, the insurance company issuing the annuity. 
Guarantees are based on the claims-paying ability of the insurer. Annuity products are backed by the full financial strength of Integrity 
Life Insurance Company and Western-Southern Life Assurance Company, both of Cincinnati, OH, and National Integrity Life Insurance 
Company, Greenwich, NY. All are members of Western & Southern Financial Group. Integrity operates in all states except ME, NH, NY 
and VT where National Integrity operates. Western & Southern Life operates in all states except for AK, ME, NH, NY and RI. W&S Financial 
Group Distributors, Inc., is an affiliated agency of the insurers and has no financial responsibility for their products. Product and feature 
availability, as well as benefit provisions, vary by state. Contact your financial professional for product details and limitations.
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