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A Guide To Creating a Lifelong,
Guaratneed Income Stream Using A

Portion of Your Retirement Savings
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“If you can control or eliminate risk in your portfolio, you can
better weather a financial storm and enjoy a quality retirement 'kq
with more savings.” -- Micheal Holt, Founding Partner at LIS
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- Why Do You Need Guaratneed Income
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As you approach retirement or if you are already in retirement, having ample income is
always an ongoing need. Without income you cannot sustain your desired lifestyle, so
it only makes sense to protect and preserve your income sources (i.e. your retirement
accounts) and use them in the most effective manner as possible. No matter the size

of your retirement, how do you know you will always have ample income without
depleting those sources? You can’t. Unless you have a plan that guarantees a lifelong
income stream, your portfolio is continually at risk of a shortage. Given market
conditions, the rising cost of living, and the possible need of long-term care, you may
find it necessary to adjust your lifestyle in retirement. We can help you prepare for a

better financial future with our approach to a guaranteed income plan!
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The Traditional Approach To Income
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The traditional approach to income is to save as much in your retirement plan(s) during

your working years and when you begin retirement, begin liquidating in the most tax
efficient manner as possible using some arbitrary withdrawal percentage and hope your
money lasts as long as you do. That plan no longer works in today’s financial

environment. There is a better formula for your retirement income.
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Serious Questions About Using
a Traditoinal Income Approach
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What happens to your retirement account balances if the market is down
and you continue to take withdrawals? (Answer: faster depletion of your
money and maybe less income!)

What happens if you get sick and need long-term care? (Answer: You may
need to use retirement funds to create more income that’s not guaranteed
and may not cover the cost of care.)

What happens if your household expenses increase more than planned
and inflation continues to rise? (Answer: Your currentincome stream may
not be able to meet your ongoing budget needs.)

What happens if social security experiences reductions and Medicare
costs continue to rise? (Answer: You will probably fall short of the income
you need to sustain your lifestyle.) I




How Do You Create Guratneed Income
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The industry that’s designhed to create guaranteed income is the insurance industry.

Insurance companies created the concept of providing a lifelong, guaranteed income
which dates back hundreds of years. In fact, pensions are a form of guaranteed income
which employs insurance products to accomplish a stream of set income. Pensions
date back to the time of the Roman Empire to pay soldiers a “retirement” after their
active service. Even lottery winnings use insurance companies to pay out an income
stream. There are several approaches to creating a guaranteed income stream, but it
takes an income planning expert to design a plant that’s right for you. What’s certain is

that insurance companies are the leaders in creating guaranteed income solutions.
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What Does An Insruance Company Offer
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At any time, your funds can be turned into a guaranteed income
stream that cannot be outlived.

INCOME

TAX DEFERRAL Your funds will grow tax deferred, even the earnings, until you
access your money.

SAFETY Your funds deposited are always safe and protected from market
losses and any gains / interest is also locked in and safe.

ESTATE PLANS ) Your estate can benefit by protecting assets in the event of long-
term care situation or other major impact to your savings.

DEATH BENEFIT A designated beneficiary will receive any remaining funds in
your account that you did not use forincome / withdrawals.

There is no fee or commission paid out of your funds for a basic
account. Fees only apply if you buy an upgrade to your account.

NO /LOW FEES

Unlike CD’s, you always have access to most of your funds
including any earnings that have accumulated.

ACCESS

The beneficiary form associated with your account will ensure

AVOID PROBATE .. . .
any remaining funds are paid without the need for probate.
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Imagine Your Life With Guaratneed Income

No stress about having money to cover your monthly bills

A consistent monthly check or deposit for peace of mind

Never worrying about the market downturns / losses

Having money in case you need long-term care

The freedom to buy and gift to others with confidence

Setting a dependable budget based on guaranteed income

' B
How Can You Receive Your Guranteed Income
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Option #1 Receive a monthly / annual income for your entire life.
] Option #2 Recevie an income for a set time period (such as
for 10 years, 20 years, or more).
| Option #3 Elect “Joint-Life” income for two for two people
J with certain accounts that will pay out for both lives.

Option #4 Defer your income for a set time period and then begin
payments to potentially recevie higherincome.

How Can You Fund Your Account

There are serval ways to fund your income account depending on the type of money you
have available. The type of funds you can use include:

Cash / CD / Money Market

401(k), 403(b) TSP, 457 Plan, SEP, and other qualified employer accounts
IRA funds held in any type of account

Funds held in annuities or other insurance products

Inherited funds or cash from settlements
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Example Income Cases
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The following are client cases to provide you with some example income planning
solutions we used to solve our client’s need for guaranteed income. The numbers are
rounded for easier reading. Can you find one that matches your personal situation? We
offer a No-Cost Income Planning Consultation with a proposal tailored to meet your
specific needs. Contact us today to schedule your meeting with Micheal Holt to receive
your personalized plan. Find out how much guaranteed income we can generate for you.

Case #1: Couple Needing Immediate Income

Client: Mark (age 62) and Jan (age 60)
Recently retired from long careers with $785,000 in retirement savings
o Mark has $528,000 in a 401(k) and Jan has $257,000 in a 403(b)
Planning on starting social security in a few years (at full retirement age)
They have some rental income now, but it is not sufficient to meet their monthly needs
They need guaranteed income starting today to meet monthly obligations
The deficit in income is $2,200 per month

INCOME SOLUTION

We placed $250,000 of Mark’s 401(k) as a direct transfer into an income account and it will generate a
lifetime income of $1,460.22 per month.

We place $170,000 of Jan’s 403(b) as a direct transfer into an income account and it will generate a
lifetime income of $927.01 per month.

FINANCIAL IMPACT

The total monthly income generated for Mark and Jan is: $2,387.23.

They still have $365,000 in retirement savings they can use to invest in other ways.

The income is guaranteed for life and any remaining funds will be paid to their beneficiaries
upon death.

If Mark and Jan live to their full life expectancy — they will have generated $771,720 in total
lifetime benefits.

Key Point: With proper planning, you may only need to use a portion of your total
retirement savings to create sufficient lifetime income!

Key Point: You can also start multiple income accounts instead of just one and create
additional income streams for future years to combat inflation.
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e Client: Stan (age 60) and Mary (age 58)

e They plan to work 5 more years and start retirement income

e They have $485,000 in cash and CD’s

e They will have retirement savings but want to save most of it for their children

¢ They are planning on starting social security in 5 years at ages 65 and 63

e They want to use some of $485,000 to produce at least $2,000 per month in income

INCOME SOLUTION

We placed $350,000 of their cash into an income account and let it grow for 5 years at a projected
conservative interest rate of 4%. Starting in year five, they will be able to generate a lifetime income of
$2,022 per month.

FINANCIAL IMPACT

e They still have $135,000 in cash savings they can use to invest in other ways or use as an
emergency funds.

e The income is guaranteed for life and any remaining funds will be paid to their beneficiaries
upon death.

e If Stan and Mary live to their full life expectancy — they will have generated $727,930 in total
lifetime benefits.

¢ Client: John (age 58)

e He has $155,000 in cash set aside to use for income planning

¢ He plans on working until age 68

¢ He plans on starting social security in 9 years at his full retirement age

e He wants to use the $155,000 to produce the maximum monthly income starting in 10 years

INCOME SOLUTION

We placed the $155,000 cash into an income account and let it grow for 10 years at a projected
conservative interest rate of 5%. Starting in year five, he will be able to generate a lifetime income of
$2,177 per month.

FINANCIAL IMPACT

¢ The income is guaranteed for life and any remaining funds will be paid to his beneficiaries
upon death.
e If John live to his full life expectancy — he will have generated $522,480 in total lifetime benefits.
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Case #4: Older Female Needing Immeidate Income
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Client: Sarah (age 72)

Sarah’s husband recently passed and her income was reduced

Her husband’s pension was not a joint survivorship, so she lost the pension income
She has $267,000 left in cash savings

She has total IRA funds of $210,000

She needs to replace her husband’s pension of $1.052 per month

INCOME SOLUTION

We placed the $180,000 cash into an income account and started immediate guaranteed lifetime
income of $1,139 per month.

FINANCIAL IMPACT

e The income is guaranteed for life and any remaining funds will be paid to her beneficiaries
upon death.

If Sarah lives to her full life expectancy — she will have generated $273,360 in total lifetime
benefits.

Case #5: Single Female Needing Retriment Income
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Client: Linda (age 62)

Linda plans to retire in 5 years

She’d like a total retirement income of 70,000 to match her current salary

She has an emergency cash fund of $52,000

Her social security at full retirement age in 5 years is projected to provide $32,000 per year
She has a total in 401(k) and IRA funds of $690,000

She needs an additional $38,000 per year in income to meet her retirement goal

INCOME SOLUTION

We did a rollover from her IRA funds of 380,000 into an income account and let the funds grow at a
projected conservative interest rate of 5% for five years. She would be able to generate a guaranteed
lifetime income of $3,188 per month ($38,256 per year).

FINANCIAL IMPACT

e The income is guaranteed for life and any remaining funds will be paid to her beneficiaries
upon death.
If Linda lives to her full life expectancy — she will have generated $918,144 in total lifetime
benefits.
By planning ahead and placing money (early) into an income account, she will be able to
collect much more in retirement rather than waiting until her retirement to place the funds in
the income account and collect less lifetime income.
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Planning For Retirement Income

Planning for retirement income is something most all of us will encounter in our later

years in life. The sooner you start planning for retirement income, the greater your
income can be rather than waiting until you retire to make the necessary changes to
generate income. Starting as early as 5 or 10 years before retirement can have a huge
impact on the among of income you can generate and you may even be able to plan for
an “early” retirement with ample income.

What You Need to Know About Qualified Funds
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What are qualified funds? They are funds designed as “qualified” by the IRS which means
they are accounts or investment vehicles that meet specific IRS criteria to receive tax
advantages. Typically, a qualified fund will allow you to “save” money in the account and
defer any taxes on the gains / earnings until you take a withdrawal of the money. This ability
makes it ideal for using these types of accounts for retirement planning. Also, in many
instances your employer can also contribute to these accounts on your behalf as part of a
retirement plan benefit.

The following are the more common types of account for qualified funds. ALL of these
accounts fall under the IRS heading of qualified retirement accounts.

Qualified Reitrement Account Types From the IRS

IRA’s (Individual Retirement
Arrangement)

Roth IRA’s

401(k) Plans

SIMPLE 401(k) Plans

403(b) Plans

SIMPLE IRA Plans

SEP Plans

SARSEP Plans

Defined Benefit Plans

Money Purchase Plans

Employee Stock Ownership Plans
(ESOP’s)

Governmental Plans

457 Plans

Multiple Employer Plans

Profit Sharing Plans

Payroll Reduction IRA’s

Management Of These Accounts

It is crucial to know how to manage and PROTECT these funds as you begin to reach
retirement age. You need a licensed and qualified professional to assist with the activities
associated with managing, moving, or changing any characteristics of these accounts. We
are licensed agents and considered income planning experts who specialize in the
accumulation and disposition of these qualified assets for retirement planning. ﬁ
___
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Planning For Retirement Income

In-Service Rollovers — The Best Kept IRS Secret

One of the most overlooked or unknown features with several retirement plans maintained
through your employment is something called an “in-service rollover”. Whatis an in-service
rollover? This provision from the IRS allows you to move some or most of your money out of
your current employer’s retirement plan into an IRA or some other type of a qualified
account. You can do this while you are still employed. That’s the key benefit!

Why would you want this option? It could offer you the ability to invest in another type of
account with more investment choices rather than being limited to just your current plan

choices offered by your employer. You take more control of the management and
investment of your funds.

Key Point: Using this option to place funds into anincome account and then
let it grow until retirement can significantly boost your future income.

Too, you can still maintain your current plan at your employer and continue to make
contributions, but the other funds are now under your direct control. These funds still retain

their tax-advantages status and will not trigger a taxable event by moving from one qualified
account to another type of qualified account.

Here’s What You Need to Know:

Many companies in the United States have a provision to allow in-service rollovers
Check with your HR department or with the plan administrator to confirm

Your company may place certain criteria on any rollovers that are separate from the IRS
Not every dollar in some plans are eligible for in-service rollovers - check your plan
Once you reach age 59 2, you can become eligible for an in-service rollover

You will avoid the 10% early distribution penalty after age 59 2

How This Impacts Income Planning:

As we have already discussed in this guide, the sooner you can place funds in an income
account as we have outlined in this guide, the longer the funds can grow to specifically meet
your income needs. Starting just a few years and up to 10 years before retirement can have
a HUGE impact on the income that can be generated by using less funds rather than waiting
until you retire. Using an in-service rollover for this purpose can mean the difference
between having enough income to just pay the bills versus having more income to enjoy the
freedom and choices retirement can offer you.

We offer a No-Cost Income Planning Consultation with a proposal tailored to meet your
specific needs. Contact us today to schedule your meeting with Micheal Holt to receive
your personalized plan. Find out how much guaranteed income we can generate for you.
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Lifestyle Income Strategies was founded by Micheal Holt with the objective of offering r
professional retirement planning guidance to seniors, business owners, and their families. |
The company is based in Southern California and has offices in San Diego and Orange |
County. Our area of expertise lies in providing financial planning, insurance services, and
alternative investments that assist retirees in safeguarding and preserving their savings,
while also generating a lifelong income to support their lifestyle. In today's economic
environment, it is very important to know how to protect your assets and to have that “peace ,l
of mind” about your financial future.
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Email: COﬂtaCt@UStl’ategieS-Com Educate. Advocate. Integrate.




