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Is Pension Maximization the Right Choice for You?

Under stand this concept and the option it providesfor your situation.

Pension Maximization using lifeinsuranceisarelatively smple, yet powerful, concept when used in
theright circumstances. In short, the Pension Maximization strategy allowsyou to select the
maximum pension payout option from your company's pension plan at retirement. Asaresult, your
spouse will not be provided with asurvivor benefit should you predecease him/her. However, thisloss
of income can be offset by using the death benefit proceeds from acash valuelife insurance policy
which you purchase prior to retirement. Thisconcept works most effectively when the death benefit
proceeds earn more than the rate necessary to generate the foregonejoint and survivor option.

Beforereviewing thisproposal, we recommend you take amoment to consider if Pension
Maximization isindeed the right concept for your situation.

The Pension Maximization concept works most effectively for married individualswho are currently
participantsin adefined benefit pension plan, are 10-15 yearsfrom retirement, and are comfortable
allocating some of their retirement incometo pay premiumson lifeinsurance.

There are certain risks associated with the Pension Maximization strategy. First, thelifeinsurance
policy may lapse prior to theinsured's death. Second, the surviving spouse may consume both the
policy death benefits and the earningsthey generate. Finally, it ispossiblethat after theretiree's death,
the spouse could lose eligibility for survivor health care benefits (check your company's plan).

In essence, Pension Maximization offersyou the ability to take the maximum payout option from your
defined benefit plan at retirement while still providing for your spousein the event of your death. If
you feel your situation meetsthese criteriaand are interested in how this concept can work for you, the
Pension Maximization supplemental illustration which followsisdesigned toillustrate various
scenariosfor comparison purposes. Itisbased upon information provided by you and it isnot intended
to predict, project, or guarantee the performance of any product including an IRA, annuity, or life
insurance policy. Thispresentationisfor educational purposesonly and does not constitute an estate
plan or the recommendation of one particular option over any other aternative.

Finally, asaways, we recommend you consult your legal, tax, and accounting advisors about the
consequences of taking advantage of the Pension M aximization concept. This presentation and any
oral or written communication relating to it should not be construed as such.

The NG Life Companiesand their agents and representatives do not givetax or legal advice. This
information isgeneral in nature and not comprehensive; the applicablelaws change frequently and the
strategies suggested may not be suitablefor everyone. 'Y ou should seek advice from your tax and legal
advisorsregarding your individual situation.




Pension Income Options From Federal Aviation Administration

At retirement, you typically have two basi c alter natives from which to choose when sel ecting how to
receiveyour pensionincome benefits: The Life Only Option or a Joint and Survivor Option.
Following isacomparison of the monthly retirement income avail able under these options, based on
information provided by you about your current pension plan.

Prepared for: Gus Client and LisaClient
Assumed Ageat Retirement: 55

GussMonthly Income Monthly Survivor Incometo
Optionsat Retirement Age Lisaif GusDies

LifeOnly Option $9,347 $0
Joint and Survivor Option
(59.28%to Survivor) $8.435 $5,000
Cost of Providing Survivor Income

Monthly Cost $912

Annual Cost $10,944
Total Cost From Retirement
ToAge 97 - (42 years) $459,648

TheProblem with these Typical Pension Options

TheLife Only option maximizesyour pension income, but does not provide asurvivor incomefor Lisa
at your death.

The Joint and Survivor option offersafutureincomefor Lisa, but:

Provideslessmonthlyincomeduringretirement. To provide Lisawith an ongoing income after your
death, your pension income must be reduced.

IrrevocableL ifetimeOption. Once elected, the Joint and Survivor option cannot be changed.

Beneficiary cannot bechanged. Only asurviving spouse may be designated asthe beneficiary. This
restrictsflexibility in planning your estate. The beneficiary cannot be changed eveniif life circumstances
change.

Leavesnothingtoheirs. At the death of both you and your spouse, your pension ends. No portion of
your pension goesto heirs.

Noflexibility. If Lisashould die beforeyou do, in many pension plans, the reduction in your retirement
incomewill continue, even though the survivor benefit isno longer needed.




An Alternative

ThePension Maximization Alter nativeusing Lifel nsurance

Pension Maximization isan alter native that allows you to take the maxi mum pension income while stil|
providing a survivor death benefit to Lisa through the use of lifeinsurance. Following are the steps

involved:

Prepared for: Gus Client and LisaClient
Assumed Ageat Retirement: 55

Step 1. Step 2:
Purchaselifeinsurance Atretirement, maximize
of $968,332 your pensionwithlife
on Gusslife incomeoption $9,347
Step 3.

At the death of Gus, use $968,332 of lifeinsurance death
benefit proceedsto provide benefitsto Lisa
$5,000 monthly income

Step 4
By electing alife settlement option, purchasing an immediate annuity
or otherwiseinvesting the death benefit proceeds,

Lisacan usethe $5,000
monthly incometo replacethelost pensionincome.




An Alternative

How LifelnsuranceProceedsCan Providean IncometoLisa

Whether Gusdiesbefore or after retirement, the life insurance death benefit proceeds become payable
incashto Lisa, thepolicy beneficiary.

Thelifeinsurance death benefit isthe amount needed to provide $5,000 monthly incometo Lisa,
assuming Gusdiesat retirement age. Thiscalculation assumesthat all of the death benefit proceeds
areinvested in an investment vehicle earning an annual rate of 6.00%. If thisrate of returnisachieved
thefund will provide Lisawith $5,000 monthly to age 90.

If a6.00% rate of return isnot achieved, the Pension Maximization survivor income may not equal the
survivor income which would be paid under the joint and survivor option of theretirement plan. It
may be more or lessthan illustrated. In order to obtain survivor benefits, premiums must be paid to
keep thelifeinsurance policy inforce. Therefore, you should consult your professional advisorsbefore
making afinal decision.




Potential Advantages

Potential Advantagesof Pension Maximization using L ifelnsurance

Maximizepensionincome. At retirement, Pension Maximization allowsyou and your spouseto elect the
Life Only option and maximize your pensionincome. Intheevent that Lisadiesfirst, you can continueto
collect your full pension.

Flexibility indeterminingbeneficiary. Y ou can changethe beneficiary of thelifeinsurance policy at
any timeif your life circumstances and objectives change.

Continuing benefitsif spousediesfirst. If your spouse diesfirst, you have the option of (1) maintaining
thelifeinsurance policy and naming anew beneficiary, (2) accessing the cash surrender value on atax free
basis*, or (3) continuing to receive the maximum pension benefit for your lifetime.

Benefitsmay be passed on to heirs. When your spouse dies, death benefits may be passed on to your
children or other designated heirs.

Pre-retirement death benefit. Death benefitsfrom thelifeinsurance policy are payableto the policy
beneficiaries, whether death occursbefore or after retirement.

I ncreasingcash value. The policy may build cash value aslong as you maintain the life insurance policy
and continueto pay premiumsif needed. If you desire, you can borrow from or withdraw portions of this
cash valuefor other needswhich might arise, subject to policy limitations. Loans and withdrawal s may

generatetax liability, reduce available cash value and reduce the death benefit or cause the policy to lapse.

I ncometax deferred accumulation. Under current federal incometax law, cash surrender values
accumulate withinthelifeinsurance policy incometax deferred until withdrawn.

Taxfreedeath proceeds. Under current tax law, if you diefirst, your spouse receives the death benefit
proceeds from thelifeinsurance policy free of federal incometax. Joint and survivor pensionincome
option amountsgenerally arefully taxablewhen received.

Y ou havecontrol. Mostimportantly, The Pension Maximization Strategy continuesto offer you
flexibility after you'veretired. Instead of accepting alimited one-time option under your pension program,
you and your spouse can maximize your pension benefits, while still maintaining control over the death
benefit proceedswhich will become payable at your death.

* | ncome tax free distributions are achieved by withdrawing to the cost basis (premiums paid) then using policy loans. Loansand
withdrawals may generate an incometax liability, reduce available cash value and reduce the death benefit or cause the policy to lapse.
Thisassumesthe policy qualifies aslifeinsurance and is not amodified endowment contract.




Common Questions Concerning Taxes

ArePremium PaymentsTax Deductible?

If an employer pays premiumsfor apolicy owned by an employee, the premium paymentswill betreated as
compensation to an employee. Employee compensation paid will be deductible by the employer asan ordinary
and necessary business expense. Compensation found to be excessive or unreasonable under all the circumstances
will not be deductible. (IRC Reg. Section 1.162-7)

DoesthelnsideBuild-upinaLifelnsurancePolicy Grow Tax Deferred?

Thetax court decided that the cash values of alifeinsurance policy were not constructively received by taxpayers
wherethey could not reach the values without surrendering the policy. THEODORE H. COHEN VS. COMM., 39
TC 1055 (1963). Thel.R.S. hasacquiesced to the holding inthiscase. (1964-1 CB 4) Seealso IRC Section
7702(g).

Can PremiumsPaid intothePolicy be Withdrawn without Paying | ncome T axes?

If policy cash valuesarelarge enough, the policyowner may usually withdraw hisor her premiumspaid for the
policy (cost basis) free of incometax. The cost basisin the contract iswithdrawn first (FIFO) and then any further
withdrawalswill be treated aswithdrawal of gain subject to incometax ((IRC Section 72 (€) (5) (A)). If the policy
isdetermined to be aModified Endowment Contract, distribution from the policy (by loan or withdrawal) will be
taxable as ordinary income to the extent of the gain in the policy, and may be subject to a 10% income tax penalty
prior to age 59-1/2. IRC Section 7702A and IRC Section 72 (€) (10).

ArePolicy LoanslncomeTax Free?

Policy loans may be used to access the cash valuesin the policy. Policy loansare not treated astaxable
distributions, provided the policy isnot aM odified Endowment Contract (IRC Section 72 () (5) (C), IRC Section
7702A). If apolicy isallowedto lapseor if it is surrendered, the outstanding loan will be repaid from policy
values, but if theloan exceeds the cost basisin the policy at the time of lapse or surrender, incometaxeswill be
due on the excess.

Isthe Death Benefit IncomeTax Free?

With afew exceptions, lifeinsurance proceeds paid on account of theinsured's death are received by the
beneficiary incometax free (IRC Section 101 (a)). These death proceedswill usually be free from federal income
tax; however, they may be subject to estate tax upon the death of theinsured if the insured was the owner of the
policy at death, or if theinsured possessed any ownership rightsin the policy within three years of death.

What about the Outstanding Policy L oan at Death?

The policy loan istreated as an advance against future death benefit. At death, theloan isrepaid from the desth
benefit, and the remainder isusually received incometax free. (IRC Section 101 (a))

The ING Life Companies and their agents and representatives do not givetax or legal advice. Thisinformation isgeneral in nature and
not comprehensive; the applicable laws change frequently and the strategies suggested may not be suitablefor everyone. Y ou should
seek advice from your tax and legal advisorsregarding your individual situation.

These materials are not intended to and cannot be used to avoid tax penalties; and they were prepared to support the promotion or
marketing of the matter addressed in this document. Each taxpayer should seek advice from an independent tax advisor.




Comparison Of Features

Whileyou and your
spouse are both living

If you diefirst

If your spouse diesfirst

If you haveafinancia
emergency

Y our heirs

JOINT & SURVIVOR
PensionOption

PENSIONMAXIMIZATION
Using Lifelnsurance

A reduced pension benefitis
received.

Y our spouse continuesto
receiveareduced
pension benefit.

Y ou continueto receive a
areduced pension benefit
for your lifetime.

The pension benefit cannot be
adjusted to provide emergency
funds.

Heirsreceive nothing fromthe
pension plan upon the death of
you and your spouse.

The maximum pension benefit
isreceived.

Y our spouse can usethe
incometax-free death benefit
to providealifetimeincome.

Y ou continueto receivethe
maximum pension benefit for
your lifetime and can continue
thelifeinsurance policy for
your heirs, or you can use any
cashvaueto provide
supplemental retirement
income.*

Any cash valuesfromthelife
insurance policy can be
utilized.*

Beneficiariesof thelife
insurance can be named.

*ncometax free distributions are achieved by withdrawing to the cost basis (premiums paid) then using policy loans. Loansand
withdrawals may generate an incometax liability, reduce available cash value and reduce the death benefit or cause the policy to lapse.
Thisassumesthe policy qualifiesaslifeinsurance and is not amodified endowment contract.




Summary Comparison Of Benefits

PENSION MAXIMIZATION

JOINT & SURVIVOR Using Lifelnsurance
PensionOption LifeOnly + Insurance
BeforeRetirement
Death BenefittoLisa
if Gusdies. * * $968,332
After Retirement
WhileGusand Lisaareliving:
Monthly PensionIncome $8,435 $9,347 $0
At Gus'sDeath:
Monthly Incometo Lisa
if Gusdiesat:
Age55 $5,000 $0 $5,000%
Age60 $5,000 $0 $5,166*
Age65 $5,000 $0 $5,405*
Age70 $5,000 $0 $5,763*
At Lisa'sDeath:
Monthly Incometo Gus $8,435 $9,347 $0
Plus
Lifelnsurance Cash Valueat
GussAge55 $0 $0 $0
il h of Batt L]
Death Benefit to Heirs * * $968,332

* Assuming the death benefit proceeds areinvested earning an annual rate of return of 6.00%, the interest and principal will
provideanincometoLisa

**The provisions of your pension plan will specify whether adeath benefit is payableif death occurs prior to retirement.
In either case, the benefitswill be the same whether you choose the Life Only or Joint and Survivor income option.

Thevaluesillustrated are based on theillustrated policy interest rate and current cost assumptions.

Thevaluesillustrated are not guaranteed. They assumethat theillustrated non-guaranteed elements of the policy will
continue unchanged for all years shown. Thisisnot likely to occur, and actual results may be more or less favorable than
those shown. This page must be accompanied by the basic Policy Illustration, which includes the guaranteed el ements of
the policy and other important information.




Combo Retirement Withdrawal Schedule
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Withdrawal Schedule

Retire in 2 years
Spend 42 years in retirement
Amount Needed at Time of Retirement = $ 968,280.95
Annual Interest Rate = 6% (compounded Annually)
Annual Inflation Rate = 0%
Amount Withdrawn (at the beginning of) €ach Year = $ 60,000.00 (in today's dollars -2014)

Page 1 of 2

Year H halanc: S mount Earnings Remaining
2016 $968,280.95 $ 60,000.00 $ 54,496.86 $962,777.81
2017 $962,777.81 $ 60,000.00 $ 54,166.67 $ 956,944.48
2018 $956,944.48 $ 60,000.00 $53,816.67 $950,761.14
2019 $ 95()’76114 L A0 000 00 Q 82 445 AT € 044 20A 81
2020 $ 944.206.81 Z|FEGLI BASIC $18Q,OOO to age 65 by
2021 $937,259.22 $48,000 Free for Life after age 65 el 77
2022 $929,894.77 $ 60,000.00 $52,193.69 $922,088.46
2023 $922,088.46 $ 60,000.00 $51,725.31 $913,813.77
2024 $913,813.77 $ 60,000.00 $51,228.83 $905,042.59
2025 $905,042.59 $ 60,000.00 $50,702.56 $895,745.15
2026 $ 895.745.15 $ 60,000.00 $50,144.71 $ 885,889.86
2027 $ 885,889.86 $ 60,000.00 $49,553.39 $ 875,443.25
2028 $ 875,443.25 $ 60,000.00 $ 48,926.60 $ 864,369.85
2029 $ 864,369.85 $ 60,000.00 $48,262.19 $ 852,632.04
2030 $ 852,632.04 $ 60,000.00 $47,557.92 $ 840,189.96
2031 $ 840,189.96 $ 60,000.00 $ 46,811.40 $827,001.36
2032 $827,001.36 $ 60,000.00 $ 46,020.08 $ 813,021.44
2033 $813,021.44 $ 60,000.00 $45,181.29 $ 798,202.72
2034 $798,202.72 $ 60,000.00 $ 44,292.16 $ 782,494.89
2035 $782,494.89 $ 60,000.00 $ 43,349.69 $ 765,844.58
2036 $765,844.58 $300,000 30yr Term Principal $151.20/month 2
2037 $ 748,195.26 Or (Super Preferred Rating) 7
2038 $729,486.97 $350,000 30yr Term Principal $175.31/month 2
2039 $709,656.19 6
2040 $ 688,635.56 $ 60,000.00 $37,718.13 $ 666,353.69
2041 $ 666,353.69 $ 60,000.00 $36,381.22 $ 642,734.92
2042 $ 642,734.92 $ 60,000.00 $ 34,964.09 $617,699.01
2043 $617,699.01 |<«—{$500,000 Treasury Index UL $446.95/month

2044 $591,160.95 Or

2045 $563,030.61 $500,000 Symetra Classic UL $445.75/month

2046 $533,212.45 $ 60,000.00 $28,392.75 $ 501,605.19
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Combo Retirement Withdrawal Schedule Page 2 of 2
2047 $ 501,605.19 $ 60,000.00 $26,496.31 $468,101.50
2048 $468,101.50 $ 60,000.00 $24,486.09 $ 432,587.59
2049 $432,587.59 $ 60,000.00 $22,355.26 $394,942.85
2050 $ 394,942 .85 $ 60,000.00 $20,096.57 $355,039.42
2051 $355,039.42 $ 60,000.00 $17,702.37 $312,741.79
2052 $312,741.79 $ 60,000.00 $ 15,164.51 $267,906.29
2053 $267,906.29 $ 60,000.00 $12,474.38 $220,380.67
2054 $220,380.67 $ 60,000.00 $9,622.84 $170,003.51
2055 $170,003.51 $ 60,000.00 $6,600.21 $116,603.72
2056 $116,603.72 $ 60,000.00 $3,396.22 $59,999.95
2057 $ 59,999.95 $59,999.95 $.0 $.0

Totals $ 2,519,999.95 $ 1,551,719.00

Government Age 65 Age 70 Age 75 Age 80 Age B5 Age 90

FEGLI OptionB | 5100,932 5100,932 5100,932 5100,932 5100,932 5100,932

Survivor 5126,587 5188,870 5254,329 5323,128 5395,436 5471,433

Spouse

Total Gov. 5227,519 $289,802 5355,261 5424,060 5496,368 5572,365

Cost

Pension Max

Principal 30yr 522,089 532,607 543,125 553,643 563,285 563,285

Term

Symetra UL 556,165 582,910 5109,655 5136,400 5163,145 5189,890

Total Pen Max 578,254 $115,517 5152,780 $190,043 $226,430 $253,175

Cost

Total Savings 5149,265 $174,285 5202481 $234,017 $269,938 $319,190
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SCHEDULE YOUR OWN CONFIDENTIAL MEETING
TO RECEIVE YOUR COMPLIMENTARY
FEDERAL BENEFIT ANALYSIS

11l

SFG Federal Employee Retirement Planning

Bill Morris, ChFEBC
686 Rivendell Blvd.
Osprey, FL 34229

941-927-1050

Bill@SFGFederal.com
www.SFGFederal.com

Registered Representatives of Cape Securities, Inc. member FINRA/SIPC and Cape Investment Advisory.
Cape is not affiliated with SFG Federal, Sarasota Financial Group, Inc. or a Government Agency.
1600 Pennsylvania Avenue, McDonough, GA 30253 Tel: (678) 583-1120
Cape does not provide legal or tax advice.
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