INCOME: A SPOUSAL INCOME STRATEGY

Helping your spouse
secure income for life

Meet Luis and Mia.
Luis and his wife, Mia, both 60, have worked hard to make their home the special place that it is and plan to stay
there when they retire. Should Luis pass away before his wife, he wants to help ensure that she can continue to live
in their home for as long as she wants. Since one out of every four 65-year-olds will live to see their 90th birthday,
Luis knows that Mia may have a long retirement and may need an extra source of income.1 They both have 401(k)
plans through their employers and Luis also has an IRA. Their plan for when they stop working is to:
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Social Security
Use their Social Security
income for essential
expenses

3

401(k)

Use their 401(k) savings to supplement
Social Security for essential expenses,
like utilities, and the remainder for their
lifestyle expenses, like vacations

IRA
Preserve Luis’ IRA as an
extra source of income
for Mia, should their other
savings run out

In short, Luis has no plans to touch his IRA unless absolutely necessary, but instead, intends to leave it as a
source of income for Mia after his death. But when he turns 722, something’s going to happen that’ll throw
a monkey wrench into his IRA strategy.

What happens when Luis turns 72?
At 72, IRS regulations will require that Luis starts taking withdrawals called Required Minimum Distributions (RMDs)
from his IRA every year whether he or Mia need the money or not. Why? Because the money Luis invests in his IRA is
pre-tax and any growth he earns is tax-deferred. But at some point, taxes will come due for a portion of Luis’ IRA. By
requiring him to take a percentage out of his IRA every year through RMDs, his IRA disbursements are taxed.
Luis’ new awareness of RMDs has affected his original strategy to preserve his IRA for Mia. The good news is that his
IRA RMDs will provide both of them with additional income while he’s still alive. But if Luis dies first, Mia will be left
figuring out how to make whatever’s left (if anything) of her husband’s IRA last.
Since he has to take RMDs from his IRA when he turns 72

Is there another option Luis hasn’t considered?
1
2

Source: ssa.gov/planners/lifeexpectancy.html
Under the IRS Code RMDs must begin by the Required Beginning Date (April 1 of the year you turn 70½ if you turned 70½ on or before December 31, 2019
or April 1 of the year after you turn 72 if you turn 72 on or after January 1, 2020).
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What is a fixed index annuity?
A fixed index annuity or FIA is a savings vehicle that
offers potential growth that’s linked to an index (or
multiple indices) like the S&P 500®.11 A typical feature
of an FIA is downside market protection which may
make them suitable for investors who are unwilling
to risk market losses. Similar to fixed income
alternatives, an FIA may help offset the volatility of
the equities in an IRA.

With the ForeIncome fixed index
annuity, you get two key things:
1. A contract value
This is a sum of money that grows over time and
can be accessed if necessary, subject to withdrawal
charges and Market Value Adjustments (MVA).
Every year, your contract value is credited based
on the performance of whichever interest crediting
method you choose. For example, your crediting
may be tied to an index like the S&P 500®. Note
that negative market performance will never cause
your contract value to go down in value. At worst,
poor market performance will result in 0% interest
crediting for the time period involved.12
2. An income benefit
ForeIncome will provide you (and your spouse,
if applicable) with guaranteed lifetime income.6
How much? That depends on multiple factors,
such as taking any withdrawals prior to income
benefit activation, the age at which you decide to
activate the income benefit and the amount of the
Withdrawal Base. The Withdrawal Base is different
than the contract value but like the contract value,
it also can grow over time until income benefit
activation, subject to compliance with benefit rules.
During the income stage, you get a percentage of
that Withdrawal Base each year as your Lifetime
Annual Payments (LAP).13
11

The S&P 500® is an unmanaged index and is not available for direct
investment.

12

Interest crediting methods vary and may involve different methodologies
such as fixed rates, index caps, spreads, participation rate or
performance trigger and are declared in advance and guaranteed for
the entire strategy term. Index based crediting methods credit 0% if the
index performance is less than or equal to the spread.

13

Withdrawals prior to activation and amounts in excess of the LAP are
known as Excess Withdrawals and will reduce the Withdrawal Base and
LAP proportionally to the resulting reduction in contract value due to the
Excess Withdrawal.
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An alternative option: Use Luis’ IRA assets to purchase a
ForeIncome II fixed index annuity for:
• Accessibility: Things happen and when they
do, Luis may withdraw money from his annuity
contract. Should he make a withdrawal during
the accumulation stage, he’ll still receive income
for life during the income stage. However,
withdrawals will decrease the amount of his
income benefit.10

• A way to build a source of future income:
ForeIncome provides Luis with a growth option
called the Guaranteed Income Builder Benefit
(Option 1 - selected on application), that adds
8%3,4 of the value of his premium at each contract
anniversary (until income activation) to what’s
called a Withdrawal Base.5 For example, if Luis
puts $200,000 into ForeIncome, his Withdrawal
Base will be $216,000 after year one, $232,000
after year two, etc., assuming he doesn’t take any
withdrawals.

Let’s compare two different ways Luis and Mia can address the
RMDs from his IRA
Option 1: Luis keeps his IRA as it is
n Cumulative RMDs
n Account Balance

72
RMDs
begin

• A source of income for Mia even if Luis passes:
As it is, Luis’ IRA can be depleted, especially
when RMDs kick in. But ForeIncome includes a
Guaranteed Lifetime Withdrawal Benefit6 to help
Luis and Mia meet their need for predictable
lifetime income in retirement.7 Luis can activate
his income any time on or after age 55.8 When he
does, they’ll both receive income, if joint income
is selected. And should Luis predecease his wife,
Mia will continue to receive the same amount of
income they both received when he was alive.

Withdrawals prior to income activation eliminate the Withdrawal Base
growth in the year of withdrawal.

4

An optional alternative benefit to grow your Withdrawal Base is also
available called the Income Multiplier Benefit (Option 2 – selected on
application). Refer to the ForeIncome brochure for details.

5

The Withdrawal Base is a separate value used solely for calculation of
guaranteed withdrawal amounts and rider charges for the benefit. It is
separate and distinct from the contract value. The Withdrawal Base is not
available as a death benefit, or for surrender and is reduced proportionally
for any excess withdrawals.

6

The Guaranteed Lifetime Withdrawal Benefit is included at issue for
an annual charge of 1.00% of the Withdrawal Base at the end of each
contract year. The charge is deducted proportionally from each interest
crediting allocation. Income is provided through annual guaranteed lifetime
withdrawal amounts, known as Lifetime Annual Payments. The Lifetime
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• Luis takes RMDs at 72

Upon
Luis’
death

• Upon his death, RMD income stops
and Mia then inherits just the depleted
asset value, if any, to meet her needs
for her lifetime

?

Mia

Option 2: Luis purchases ForeIncome within his IRA
What does Mia have?
72
RMDs
begin

$

$

$

$

Upon
Luis’
death

$

$

Luis & Mia

$
Mia

• Luis chooses the growth option that adds 8% of
his premium (adjusted for withdrawals) to his
Withdrawal Base each year until he activates his
income benefit
• At age 72, when he has to take RMDs,
he activates the ForeIncome income benefit
• Since he selected the joint-life income option,
he gets 4.70% of his Withdrawal Base each year
• Should Luis pass away before Mia, she’ll continue
to receive that same amount of guaranteed
income for life7 (and vice versa should Mia pass first)

Annual Payment amount is based on age upon activation and determined
as a percentage of a Withdrawal Base.
7

Assumes no excess withdrawals.

8

Taxable distributions (including certain deemed distributions) are subject
to ordinary income taxes, and if made prior to age 59½, may also be
subject to a 10% federal income tax penalty. Early surrender charges may
also apply. Withdrawals may reduce any optional guaranteed amounts in
an amount more than the actual withdrawal.

9

There can be a market value adjustment whenever a surrender charge
is applied.

10

Early withdrawal charges and market value adjustments may also apply.
Withdrawals prior to benefit activation and amounts in excess of the LAP
are known as Excess Withdrawals and will reduce the Withdrawal Base and
LAP proportionally to the resulting reduction in contract value due to the
Excess Withdrawal.

Luis’ case study assumptions: For option 1: This hypothetical example
assumes an existing IRA asset with 0% growth and does not reflect the
impact of taxes, product charges, or withdrawals in excess of the RMD
amount. This hypothetical example is for illustrative purposes only and
is not intended to show the actual performance of any specific product.
For option 2: To execute this strategy for income continuity, this hypothetical
example assumes the IRA is funded with the ForeIncome fixed index annuity
with joint-life income option and the Guaranteed Income Builder Benefit
(GIBB), for an annual charge of 1.00% of the Withdrawal Base. The strategy,
using this product, helps Luis fulfill his RMD obligations and ensures that the
LAP will continue at the same level for Mia’s lifetime, if Luis dies first.
If Luis had existing IRA assets not funded by ForeIncome, he’d need to
be aware of additional considerations if repositioning assets from an
existing product. Please see back panel for additional asset repositioning
considerations.

2

ForeIncome provides Luis with a way to make sure
that Mia will have an additional source of income that
will continue, in the same amount, even if he dies.
This will give Mia more money to cover whatever
expenses she may have and more control to live the
way she wants.

After talking it through with his finacial
professional, Luis decided to purchase
a ForeIncome fixed index annuity to:
• Help him manage his RMDs on the
funds used in the purchase
• Provide both of them with an extra
source of income
• Provide Mia with income that will
continue for the rest of her life,
assuming no excess withdrawals

Certain Income

n Lifetime Annual Payment (LAP)

• No market risk: With ForeIncome, they do not
have to worry that their contract value will
decrease due to poor market performance.9
This adds stability to their overall retirement
strategy.

3
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Uncertain Income
• His IRA account balance is diminished
by RMDs during his lifetime

Luis

• Tax-deferred growth: Luis’ money can grow on
a tax-deferred basis. That means faster growth
since his money can earn interest on dollars
that would otherwise be taxed.

Guarantees are based on the claims-paying ability of Forethought
Life Insurance Company and assume compliance with the
product’s benefit rules, as applicable.

$

What does Mia have?

What option did he choose?

The hypothetical example reflects the ForeIncome fixed index annuity
contract purchased at age 60 and selection of the Guaranteed Income Builder
Benefit, which adds 8% of initial premium (adjusted for withdrawals), to the
Withdrawal Base annually at each contract anniversary until GIBB activation.
No Withdrawal Base growth occurs in the year of any withdrawal.
The hypothetical example assumes no withdrawals until activation of the
GIBB at age 72 (must be at least 55 to activate the benefit), which provides
income through annual guaranteed lifetime withdrawal amounts, known as
Lifetime Annual Payments (LAP). The LAP is determined as a percentage of
the Withdrawal Base amount which stops growing after benefit activation
and is separate from the contract value. The Withdrawal Base is not available
as a death benefit, or for surrender. The Lifetime Withdrawal Percentage
is locked upon benefit activation, based on single or joint life and age at
the time of income activation. The example makes no assumption as to the
interest crediting strategy elected, therefore it assumes 0% crediting from
any method. Outcomes may differ based upon the interest crediting strategy
selected and assume compliance with the product’s benefit rules. The GLWB
benefit costs 1.00%, charged annually at the end of each contract year.

To learn more about ForeIncome, ask your
finacial professional for a personalized product
illustration and additional product details.

This strategy may involve the purchase of a fixed index annuity with a benefit provided for a charge. FIAs are typically
meant for long-term savings purposes. Withdrawals during the early years may incur a withdrawal charge and market
value adjustment, assessed as a percentage of the withdrawal. Withdrawal charges vary by product. FIAs are insurance
contracts, not securities, and do not directly participate in any stock, bond, or equity investments. Contract owners are
not buying shares of any stock or index, even though index performance may indirectly affect contract values. Indexbased crediting methods may experience years with 0% crediting. Though crediting is determined, in part, by the
performance of an equity index, the credited rate is typically subject to a cap, spread, participation rate or performance
trigger. Additional benefits vary by product and may be subject to charges. Indices are not available for direct
investment.
Repositioning of assets from an existing product may not be suitable for all clients. Clients should carefully consider
factors such as remaining surrender charge schedule, possible market value adjustments and any other charges
before determining if repositioning and/or exchanging of an existing asset, including annuity contract, is right for their
particular situation. State insurance replacement regulations may also apply.
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This material is intended to provide educational information regarding the features and mechanics of the product and is intended for
use with the general public. It should not be considered, and does not constitute, personalized investment advice. The issuing insurance
company is not an investment adviser nor registered as such with the SEC or any state securities regulatory authority. It’s not acting in
any fiduciary capacity with respect to any contract and/or investment.
Guarantees are based on the claims-paying ability of Forethought Life Insurance Company and assume compliance with the product’s
benefit rules, as applicable.
This material is intended to provide educational information regarding the features and mechanics of the product and is intended for use with the general public.
It should not be considered, and does not constitute, personalized investment advice. The issuing insurance company is not an investment adviser nor registered
as such with the SEC or any state securities regulatory authority. It’s not acting in any fiduciary capacity with respect to any contract and/or investment.
Taxable distributions (including certain deemed distributions) are subject to ordinary income taxes, and if made prior to age 59½, may also be subject to a 10%
federal income tax penalty. Distributions received from a non-qualified contract before the Annuity Commencement Date are taxable to the extent of the income
on the contract. Payments from IRAs are taxable in accordance with the normal rules surrounding taxation of payments from an IRA. Early surrender charges may
also apply. Withdrawals will reduce the death benefit and any optional guaranteed amounts in an amount more than the actual withdrawal.
This information is written in connection with the promotion or marketing of the matter(s) addressed in this material. The information cannot be used or relied
upon for the purpose of avoiding IRS penalties. These materials are not intended to provide tax, accounting or legal advice. As with all matters of a tax or legal
nature, you should consult your tax or legal counsel for advice.
ForeIncome II fixed index annuity is issued by Forethought Life Insurance Company, 10 West Market Street, Suite 2300, Indianapolis, Indiana. ForeIncome is
available with Contract FA1801SPDA-01 and ICC17-FA1801SPDA-01 and rider forms FA4101-01, ICC17-FA4101-01, FA4106-01, ICC17-FA4106-01, FA4107-01,
ICC17-FA4107-01, FA4108-01, ICC17-FA4108-01, FA4109-01, ICC17-FA4109-01, FA4110-01, ICC17-FA4110-01, FA4116-01, ICC17-FA4116-01, FA4111-01, ICC17-FA4111-01,
FA4112-01, ICC17-FA4112-01, FA4102-01 v2, ICC17-FA4102-01, FA4104-01 v2, ICC17-FA4104-01, FL-FIANC-13, ICC14-FL-FIANC, FL-FIATI-13 and ICC14-FL-FIATI.
Products and features are subject to state and firm availability and variations. Read the Contract for complete details.
Global Atlantic Financial Group (Global Atlantic) is the marketing name for Global Atlantic Financial Group Limited and its subsidiaries, including Forethought Life
Insurance Company and Accordia Life and Annuity Company. Each subsidiary is responsible for its own financial and contractual obligations. These subsidiaries
are not authorized to do business in New York.
The “S&P 500® Index” is a product of S&P Dow Jones Indices LLC or its affiliates (“SPDJI”) and has been licensed for use by Forethought Life Insurance Company.
Standard & Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC (“S&P”); Dow Jones® is a registered trademark of Dow Jones
Trademark Holdings LLC (“Dow Jones”); and these trademarks have been licensed for use by SPDJI and sublicenses for certain purposes by Forethought Life
Insurance Company. Forethought Life Insurance Company’s products are not sponsored, endorsed, sold or promoted by SPDJI, Dow Jones, S&P, their respective
affiliates and none of such parties make any representation regarding the advisability of investing in such product(s) nor do they have any liability for any errors,
omissions, or interruptions of the S&P 500® Index.
Indices are unmanaged and not available for direct investment.
Not a bank deposit Not FDIC/NCUA insured Not insured by any federal government agency No bank guarantee May lose value Not a condition of any banking activity
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