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advanced markets group
Annuity Maximization Sales Idea

Family Wealth Transfer–Annuity Max Strategy

The Situation 
Annabel’s husband, Lee, purchased a large deferred annuity years ago, which has grown significantly. Lee has 
since passed away, and Annabel has sufficient income for her needs. She plans to leave the annuity to her 
two children upon her death, but her brother suggested Annabel should meet with his advisor to determine 
if there are better options. 

The Solution 
The advisor suggested that Annabel establish an Irrevocable Life Insurance Trust (ILIT) and use the deferred 
annuity to fund a life insurance policy for the benefit of her children. The life insurance death proceeds may 
provide a significantly higher return than the deferred annuity, and are income tax free and estate tax free 
when properly structured. Annabel liked the idea of maximizing value to her children and minimizing taxes.

How It Works
Annabel establishes an ILIT, naming her two children as beneficiaries. She annuitizes the deferred annuity. 
This annuitization will provide Annabel with an income stream, which is partially taxable and partially 
nontaxable. Annabel uses some or all of the annuity income to make gifts to the ILIT. The trustee uses the 
income to purchase and fund a life insurance policy on Annabel’s life. Upon her death, the life insurance 
proceeds are paid to the ILIT. The trustee distributes the proceeds according to the terms of the trust.  

Annuity Maximization
A deferred annuity has two phases: savings and income. Distributions are delayed during the savings 
phase, when earnings grow tax‑deferred. The annuity owner elects when to end the deferral phase and 
start receiving income from the annuity. Some or all of the income can be used to fund a life insurance 
policy for the benefit of the heirs.
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This flyer contains references to concepts that have significant legal, accounting, and tax implications. It is not intended 
as legal, accounting, or tax advice. The material in this document was written to support the promotion and marketing of 
insurance products. Clients should consult with their own attorney and/or tax advisor regarding the application of these 
concepts to any particular situation.
Under current law, the estate tax is repealed in 2010; thereafter, the applicable exclusion is $1,000,000 per person, 
subject to change. 
All guarantees are based on the claims-paying ability of the issuing company, either Sun Life Assurance Company of Canada 
(Wellesley Hills, MA), Sun Life Assurance Company of Canada (U.S.) (Wellesley Hills, MA) or, in New York, Sun Life Insurance 
and Annuity Company of New York (New York, NY). All are members of the Sun Life Financial group of companies.
Not FDIC/NCUA Insured • May lose value • No bank/credit union guarantee • Not a deposit •   
Not insured by any federal government agency

© 2009 Sun Life Assurance Company of Canada. All rights reserved. Sun Life Financial and the globe symbol are registered trademarks of Sun Life 
Assurance Company of Canada.
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For more information on these strategies and how they can work for you,  
please talk to your Sun Life Financial Representative.

About Sun Life Financial 
Sun Life Financial is a leading international financial services organization providing a diverse range of wealth 
accumulation and protection products and services to individuals and corporate customers. Chartered in 1865, 
Sun Life Financial and its partners today have operations in key markets worldwide. Sun Life Financial, Inc. 
trades on the New York (NYSE), Toronto (TSX), and Philippine (PSE) stock exchanges under ticker symbol SLF.


