
National Sales Consulting

Playbook
Timely and Tactical “Quick Hit”  
Advanced Sales and Planning Ideas

FOR FINANCIAL PROFESSIONAL USE ONLY. NOT FOR USE WITH THE PUBLIC.



2023120117 EXP 12/24NSCPLAYBK34BR (Revised 11/23) Page 2 of 4

Business owners 
1. IRC Section 1202: A tax advantaged retirement for small business owners 

The most important part of the small business life cycle is the exit strategy. Thanks to IRC 
Code Section 1202, entrepreneurs can sell certain types of businesses tax free. Learn how 
you can take those proceeds and turn them into lifetime income for your clients who are 
small business owners. SKU #: NSC73SALEBUSINESS

2. Help small business owners attract and retain key employees with an IRS Section 162 
Bonus Plan  
If you’re working with small business owners who need to retain key employees who are vital 
to the business and in high industry demand, this is a chance to deliver valuable retirement 
planning without the potentially high costs or restrictions of setting up a qualified plan, SEP 
IRA, or nonqualified deferred compensation plan. SKU #: NSCBONUS11SI

Estate and trust planning 
3. Estate planning tool: Irrevocable life insurance trusts (ILITs) 

Do any of your clients have an old ILIT and they’re tired of paying the premiums each year? 
A 1035 exchange to an annuity may be a strategy to maintain the ILIT and relieve this annual 
expense. SKU #: NSC80ILIT

4. Mitigate a large expense of a non-grantor irrevocable trust: taxes 
Are your high-net-worth clients aware that it only takes about $15,000 in gains inside an 
irrevocable trust to trigger the highest federal, state, and capital gains tax rates? An annuity 
can offer valuable tax-deferral while preserving the purpose and control provided for by an 
irrevocable trust. SKU #: NSC75TRUSTTAX

5. Multi-generational tax deferral 
This innovative concept combines the estate tax mitigation power of a SLAT with the 
uniqueness of the pass in kind strategy to create two generations of tax deferral from a single 
annuity contract. SKU #: SLAT

6. Key elements of special needs trusts  
A special needs trust is one of the most common types of trusts you’ll encounter in your 
practice. Using an annuity inside a special needs trust can provide tax-efficiency while 
maintaining flexibility. SKU #: NSC26SNTA

Tax planning
7. Finding client assets using IRS Form 1040  

IRS Form 1040 holds provides an inside look at your clients’ financial situation. Let Delaware 
Life help you quickly uncover hidden tax traps and identify opportunities to reallocate assets 
into an annuity for tax efficiency. SKU #: NSC46TAXRETURN

8. The power of Tax-deferral  
The tax -deferral wrapper of an annuity can help your clients avoid unnecessary and 
unwanted tax drag. Learn how to re-allocate to an Delaware Life variable annuity to take 
advantage of this opportunity. SKU #: TDS50007TD

9. Managing taxes on Social Security benefits 
One of the hidden tax traps in retirement surrounds the amount of taxation applied to 
Social Security benefits. Let Delaware Life show you strategies to manage your clients’ 
taxable – and tax-free – income, to mitigate Social Security taxation. SKU #: NSCTXSS161FL
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Stock must be held:2

•  By an individual, trust, or pass-through entity
AND

• For at least five years

Delaware Life Income Planning Institute®

Perhaps the most important decision a small business or shareholders 
will make is when and how to exit the business. And when they do exit, 
taxes are the largest potential expense. The good news: Internal Revenue 
Code (IRC) Section 1202, also called the Small Business Stock Gains 
Exclusion, provides a generous exit opportunity for certain small business 
owners. It allows up to a 100% exclusion from federal income tax on gains 
from the sale of qualified small business stock (QSBS).

Since you may have some small business owners or shareholders as 
clients, here’s what you need to know about the sale of QSBS and how 
they may get tax benefits.

QSBS requirements1

• C corporation

• Stock issued after August 10, 1993

• Stock acquired directly from the C corp in exchange for money or 
other property

• Aggregate gross assets of a C corp less than $50 million prior to and 
immediately after the issuance of the stock

• 80% of assets of corporation are used in active trade or business

A tax-advantaged retirement 
for small business owners

Exclusion of the GREATER of:3

• $10 million 
OR

• 10 times the adjusted basis of the stock

Tax advantage

Up to a 
100% exclusion

50% exclusion  
if stock issued after 
August 10, 1993 and before 
February 18, 2009

75% exclusion  
if issued after February 
17, 2009 and before 
September 28, 2010

100% exclusion  
if issued after  
September 27, 2010
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Section 162 Bonus Plan and Annuities 

When to consider for your small business client
• Needs to retain key employees who are:

– Vital to the business
– In high industry demand

How the annuity adds value
• Delivers valuable retirement planning for key employees without the potentially high costs or 

restrictions of setting up a retirement plan

Building business together
• Using an annuity with an optional guaranteed annual withdrawal benefit can provide retirement security 

for these employees and goodwill for their small business employers—as well as new clients for you

Help small business owners attract 
and retain key employees

Sales Idea

For a small business, a key employee’s unexpected departure can put the entire business at risk. But incentivizing 
and retaining key employees can be expensive. Qualified plans like 401(k)s and SEP and SIMPLE IRAs have strict 
contribution limits and non-discrimination rules. Nonqualified deferred compensation plans can be expensive 
and difficult to administer—yet the cost of not retaining key employees could be higher. 

A Section 162 Bonus Plan can be a cost-effective way to provide additional compensation for key employees 
and tax-deductible benefits for the employer. And, an annuity can be used to provide employees with 
guaranteed retirement savings. Here is how it works.

The opportunity

If you’re working with small business owners, this is a chance to deliver valuable retirement planning for 
key employees without the potentially high costs or restrictions of setting up a qualified plan, SEP IRA, or 
nonqualified deferred compensation plan. Using an annuity with an optional guaranteed annual withdrawal 
benefit for an additional fee can provide retirement security for these employees and potential lifetime income. 
Additionally, these arrangements can help bring new clients under your management.
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Estate tax planning tool:  
Irrevocable life insurance trust (ILIT)

Clients whose net taxable estate exceeds the federal estate tax threshold 
need a way to manage the hefty 40% federal estate tax. An irrevocable 
life insurance trust (ILIT) allows a client to remove excess assets from their 
taxable estate and leave their beneficiaries both an income and estate  
tax-free life insurance death benefit. 

Any estate above the estate tax exemption threshold is subject to a 
40% federal estate tax. For 2022, the federal exemption is $12,060,000. 
Additionally, several states have lower state estate tax exemption 
thresholds. That’s why removing assets from an estate using a life  
insurance policy inside an ILIT can make sense.

How it works
A grantor creates an irrevocable trust and gifts up to the annual gift tax 
exemption amount each year into the trust to purchase and pay premiums 
on a life insurance contract. For 2022, per IRS guidelines, the annual gift 
exemption amount is $16,000 per person. If the grantor is married, they can 
gift $32,000. The trust names the grantor’s heirs as the beneficiaries on the 
life insurance contract. 

A legal maneuver, known as a Crummey provision, allows the grantor to 
gift up to the annual gift amount for each heir named as beneficiary on the 
policy. For example, if the grantor is unmarried and has four children, each 
named as beneficiary, the grantor can gift $16,000 x 4, or $64,000, to the 
trust each year. If married, the grantor can double that to $128,000 per year. 
This has a twofold benefit for the grantor:

1. The grantor is able to deplete the estate annually without utilizing any 
part of the lifetime estate tax exemption amount, and 

2. The more that can be gifted into the trust, the more death benefit 
coverage can be purchased in the life insurance policy. 

For the Crummey provision to be valid, it must allow any of the 
beneficiaries to withdraw their share of the gift. Doing this would negatively 
affect the ILIT, and therefore, “handshake” agreements between the grantor 
and the beneficiaries are usually made to ensure that beneficiaries do not 
withdraw their share.

Author: 
Brendan Payne, JD, LLM 
Vice President 
National Sales Consulting 
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Due to compressed trust and estate tax rates, an annuity owned by a 
non-grantor irrevocable trust can be used for powerful income and 
estate tax planning strategies. Here’s what you need to know.

How is a non-grantor irrevocable trust taxed?
The trust is taxed at compressed trust and estate tax rates. Any 
earnings above $14,450 are taxed at the highest marginal federal 
and state tax rate plus the 3.8% net investment income surtax, if 
applicable for capital gains.1

What are the tax benefits of a non-grantor irrevocable 
trust owning an annuity?
With its tax-deferred wrapper, an annuity can shield the trust assets 
from year-over-year taxation at these compressed tax rates.

How is the annuity titled?
• Owner: Irrevocable trust

•  Annuitant: Beneficial owner of the trust (income or  
remainder beneficiary)

• Beneficiary: Irrevocable trust

How is a withdrawal taken from an annuity owned by a 
non-grantor irrevocable trust?
All withdrawals are paid to the owner: the non-grantor irrevocable 
trust. Delaware Life will send a 1099 to the trust for any taxable 
amount of the withdrawal.

Is the withdrawal subject to the compressed non-grantor 
irrevocable trust tax rates?
When the trust receives the withdrawal, the trustee follows 
the terms of the trust, which state that the withdrawal shall be 
distributed to the income beneficiary(ies) (most likely outcome) or 
retained by the trust (less likely outcome). 

Mitigate a large expense of a  
non-grantor irrevocable trust: taxes

Q. 

Q. 

Q. 

Q. 

Q. 
Author: 
Deborah A. Miner, JD, 
CFP®, CLU®, ChFC®, RICP®
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Multigenerational tax deferral

Combine the power of a SLAT with the uniqueness of the 
pass-in-kind strategy to create two generations of tax 
deferral from a single annuity contract.

An annuity can create a tax-efficient SLAT
A spousal lifetime access trust (SLAT) is a popular estate 
planning technique for high-net-worth clients. Simply put, a 
SLAT allows high-net-worth married couples to:

• utilize the estate tax exemption amount;

• remove assets from their estate while retaining some 
access to said assets; and 

• pass the assets and appreciation to heirs estate tax free.

How it works:
• The donor spouse gifts assets into the SLAT

– The donor spouse uses all or part of the lifetime exemption 
amount to avoid gift tax on the transfer

 $12.92 million in 20231

• The SLAT names the non-donor spouses as the primary 
beneficiary, children as remainder beneficiaries

– The non-donor spouse can request withdrawals from the 
SLAT, if needed, to maintain the ascertainable standard of 
living during their lifetime

– The donor spouse can also receive an indirect benefit of 
the withdrawal

• The assets and appreciation in the SLAT pass estate tax free to 
children (remainder beneficiaries)

Note: A SLAT is an extremely complicated estate planning strategy. 
It is critically important to work with a capable estate planning 
attorney to ensure the SLAT is drafted properly. 

2023 Trust  
Tax Rates2 

Income generated inside 
of an irrevocable trust in 
excess of $14,450 is taxed at 
the highest marginal rates:

• 37% federal  
income tax 

• Any applicable 
state income tax

• 3.8% net  
investment income 
tax on capital gains
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Many safeguards are in place to protect our most vulnerable citizens, including financial care for disabled 
individuals. Social Security, Supplemental Security Income, Medicaid, and state-specific programs are 
available for those who are unable to work or care for themselves because of a disability. 

To qualify for these programs, an individual must meet strict—and very low—income and asset levels. For 
Medicaid, the limits vary state to state, but in general if an individual is within 133% of the federal poverty 
level, they can qualify for it. In 2023, the federal poverty level is $14,580 for a single-person household.1 If an 
individual earns more than this, they may not qualify for all Medicaid benefits. 

Benefits of a special needs trust 
In addition to individual governmental assistance, a disabled person’s loved ones may also set up a special 
needs or supplemental needs trust. It provides additional assets on an as-needed basis to supplement an 
individual’s needs or lifestyle. For example, if the individual needs expensive medical equipment, it can be 
purchased with the assets in the trust. Creating a trust is generally better than directly gifting or bequeathing 
money to disabled individuals, which may increase their income and asset levels and disqualify them from 
governmental benefits—an outcome that should be avoided. 

A special needs trust is a type of irrevocable trust. A trustee, usually a family member, is named to administer 
the trust assets. The terms of the trust are usually conspicuously worded to state that the assets are to be 
used only for the benefit of the disabled individual. The trustee may be given discretion to use those assets 
in the manner the trustee sees fit. Since these funds are available on an as-needed basis, there will be some 
years when no withdrawals are taken and other years when large ones are taken.

Drawback

As an irrevocable trust, a special needs trust is considered its own separate taxable entity with its own tax 
identification number. It’s subject to compressed trust tax rates. It takes only $14,450 in investment earnings 
to trigger the highest federal marginal tax rate of 37%, any applicable state income tax, and the surtax on net 
investment income from the Affordable Care Act.2 In high-tax states like California, New York, or Minnesota, 
$14,450 in earnings inside a special needs trust could be taxed at nearly a 50% marginal rate. 

Special needs trusts and annuities
How an annuity can be a powerful funding vehicle inside a special needs trust

1 United States Department of Health and Human Services, Annual Update of HHS Poverty Guidelines, January 19, 2023.
2 Rev. Proc. 2022-38, Table 4 - Section 1(j)(2)(D).
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Find client assets from 1040 tax returns

Fo
rm1040 2022U.S. Individual Income Tax Return 

Department of the Treasury—Internal Revenue Service 

OMB No. 1545-0074 IRS Use Only—Do not write or staple in this space. 

Filing Status  
Check only 
one box.

Single Married filing jointly Married filing separately (MFS) Head of household (HOH) Qualifying surviving 
spouse (QSS)

If you checked the MFS box, enter the name of your spouse. If you checked the HOH or QSS box, enter the child’s name if the qualifying 
person is a child but not your dependent: 

Your first name and middle initial Last name Your social security number 

If joint return, spouse’s first name and middle initial Last name Spouse’s social security number

Home address (number and street). If you have a P.O. box, see instructions. Apt. no. 

City, town, or post office. If you have a foreign address, also complete spaces below. State ZIP code

Foreign country name                                        Foreign province/state/county                        Foreign postal code  

Presidential Election Campaign
Check here if you, or your 
spouse if filing jointly, want $3 
to go to this fund. Checking a 
box below will not change 
your tax or refund. 

You Spouse 

Digital 
Assets

At any time during 2022, did you: (a) receive (as a reward, award, or payment for property or services); or (b) sell, 
exchange, gift, or otherwise dispose of a digital asset (or a financial interest in a digital asset)? (See instructions.) Yes No

Standard 
Deduction

Someone can claim: You as a dependent Your spouse as a dependent

Spouse itemizes on a separate return or you were a dual-status alien

Age/Blindness You: Were born before January 2, 1958 Are blind Spouse: Was born before January 2, 1958 Is blind

Dependents (see instructions):

If more 
than four 
dependents, 
see instructions 
and check 
here . .

(2) Social security 
number

(3) Relationship 
to you

(4) Check the box if qualifies for (see instructions):

(1) First name   Last name Child tax credit Credit for other dependents

Income 
Attach Form(s) 
W-2 here. Also 
attach Forms 
W-2G and 
1099-R if tax 
was withheld.  

If you did not 
get a Form 
W-2, see 
instructions.

1 a Total amount from Form(s) W-2, box 1 (see instructions) . . . . . . . . . . . . . 1a

b Household employee wages not reported on Form(s) W-2 . . . . . . . . . . . . . 1b

c Tip income not reported on line 1a (see instructions) . . . . . . . . . . . . . . 1c

d Medicaid waiver payments not reported on Form(s) W-2 (see instructions)  . . . . . . . . 1d

e Taxable dependent care benefits from Form 2441, line 26  . . . . . . . . . . . . 1e

f Employer-provided adoption benefits from Form 8839, line 29  . . . . . . . . . . . 1f

g Wages from Form 8919, line 6  . . . . . . . . . . . . . . . . . . . . . 1g

h Other earned income (see instructions)  . . . . . . . . . . . . . . . . . . 1h

i Nontaxable combat pay election (see instructions)  . . . . . . . 1i

z Add lines 1a through 1h  . . . . . . . . . . . . . . . . . . . . . . 1z

Attach Sch. B  
if required.

2a Tax-exempt interest . . . 2a b  Taxable interest  . . . . . 2b 

3a Qualified dividends . . . 3a b  Ordinary dividends . . . . . 3b 

4a IRA distributions . . . . 4a b  Taxable amount . . . . . . 4b 

5a Pensions and annuities . . 5a b  Taxable amount . . . . . . 5b

6a Social security benefits . . 6a b  Taxable amount . . . . . . 6b 

c If you elect to use the lump-sum election method, check here (see instructions)  . . . . .

7 Capital gain or (loss). Attach Schedule D if required. If not required, check here . . . . . 7

8 Other income from Schedule 1, line 10 . . . . . . . . . . . . . . . . . . 8

9 Add lines 1z, 2b, 3b, 4b, 5b, 6b, 7, and 8. This is your total income . . . . . . . . . . 9

10 Adjustments to income from Schedule 1, line 26 . . . . . . . . . . . . . . . 10

11 Subtract line 10 from line 9. This is your adjusted gross income . . . . . . . . . . 11

Standard  
Deduction for—
• Single or 

Married filing 
separately,  
$12,950

• Married filing  
jointly or 
Qualifying 
surviving spouse, 
$25,900

• Head of 
household, 
$19,400

• If you checked 
any box under 
Standard 
Deduction, 
see instructions.

12 Standard deduction or itemized deductions (from Schedule A) . . . . . . . . . . 12

13 Qualified business income deduction from Form 8995 or Form 8995-A . . . . . . . . . 13

14 Add lines 12 and 13 . . . . . . . . . . . . . . . . . . . . . . . . 14
15 Subtract line 14 from line 11. If zero or less, enter -0-. This is your taxable income  . . . . . 15

For Disclosure, Privacy Act, and Paperwork Reduction Act Notice, see separate instructions. Cat. No. 11320B Form 1040 (2022)

$2,000

$10,000

Form 1040: U.S. Individual Income Tax Return

Delaware Life Income Planning Institute®

A client’s tax return provides clues for gathering more assets, as well as ways to help avoid potential tax pitfalls. 
Here are three key things to look for on a tax return.  

Line 2b Taxable interest 2b $2,000

Line 7 Capital gain or (loss) 7 $10,000

1

More growth potential when you’re saving

Instead of paying taxes on your earnings every year, in a tax-deferred retirement account the taxes are 
delayed until you make withdrawals in retirement. That means you may have more money in your account 
to potentially grow, through compounding. With compounding, your interest earns interest every year, 
which can increase your account balance over time.

Earnings potentially taxed at a lower rate 

The prime saving years for retirement are typically your peak working years when you likely pay higher 
income taxes. But once you retire and your income is lower, you could be taxed at a much lower rate. Any 
tax-deferred earnings you withdraw in retirement would be taxed at that lower rate too.

1

2

How tax deferral can help your retirement account value grow

Tax deferral allows you to delay paying taxes on earnings—such as interest, dividends, or capital gains—
so they can accumulate tax-free until you withdraw them after you retire. The most common types of 
tax-deferred retirement accounts are IRAs, 401(k)s, and tax-deferred annuities. Delaying taxes on the 
earnings in these accounts can help in two ways:

The power of tax deferral

Retirement Education

Remember: Your earnings in a tax-deferred account continue to grow 
tax-free, until you start taking withdrawals or income payments in 
retirement. When you do, your withdrawals of taxable amounts are 
subject to ordinary income tax, and if taken before age 59½, you may 
have to pay a 10% federal tax penalty.
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Planning for Qualified Assets
10. Avoiding the 10% early distribution penalty 

SECURE and SECURE 2.0 provided new exceptions and new rules. Stay on top of all the 
exceptions for distributions from nonqualified annuities, qualified plans, and IRAs. Learn how 
a Delaware Life annuity provides flexibility to utilize this IRS feature while maintaining savings 
for future lifetime income needs. SKU #: NSCEDP160FL

11. Mega Backdoor Roth conversions for high earners 
Many high-net-worth clients want to utilize the tax advantages of Roth accounts. Through a 
Mega Back Door Roth conversion, your clients have the potential to roll over after-tax dollars 
each year either in-plan or into a Roth IRA. SKU #: NSC27RCHE

12. Five quick tips on RMDs 
SECURE, SECURE 2.0 and proposed regulations on SECURE have made RMDs more 
complicated than ever. Get up to speed on the latest changes and help your clients navigate 
RMDs with ease based on these five quick tips. SKU #: NSCRMD158FL

13. Three reasons to use a spousal QDRO with married couples 
A unique and unconventional idea that may be applicable to any of your high-net-worth 
married clients. Learn how the spousal QDRO allows for the transfer of 401(k) assets from 
one spouse to another and on to your book of business. SKU #: NSC68QDRO

14. Opportunities for in-service withdrawals  
In-service withdrawals can offer opportunities for clients looking to exercise more 
control over their qualified plan assets or to achieve benefits available with annuities 
(such as protected lifetime income) that might not be available within many qualified 
plans. Let Delaware Life show you the rules.  
Client Piece SKU #: NSCISWCL135FL; Advisor Piece SKU #: NSCISWFP134FL

Miscellaneous
15. Help nonprofits find safe return 

Do you work with non-profit clients, like churches, schools, hospitals, etc.? Advisors are 
having great success right now using annuities to eliminate risk and secure guaranteed returns. 
SKU #: NSC70NONPROFIT

16. Fund a nonqualified annuity to pay for long-term care insurance in the future 
Do you have clients who are concerned about the costs and availability of long-term care 
insurance? An annuity could help address that concern. SKU #: NSC74LONGTERM

17. Find and fill essential spending gaps 
The number 1 concern for most clients in planning for retirement is running out of money. 
Have your clients created their personal pension? We have a simple worksheet you can 
use to help clients identify their potential income gap and how you can help them fill it. 
SKU #: DGI43PREPARECALCULATE
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A backdoor Roth IRA conversion is a common strategy for a mass-affluent client. But for the high earners—
the clients everyone wants—there’s an even more lucrative way to utilize it.

Unlike a traditional IRA, a Roth IRA is funded with after-tax money. Qualified distributions from a Roth IRA are 
tax-free. However, there are strict adjusted gross income (AGI) limitations for direct Roth IRA contributions, 
meaning many high earners cannot contribute to a Roth IRA. 

Leave the backdoor unlocked for Roth

Anyone with earned income can make a yearly traditional IRA contribution. A contribution is tax deductible if 
a person’s AGI doesn’t exceed a certain amount. If AGI exceeds the amount, a contribution is not deductible. 

The IRS allows conversions from a traditional IRA to a Roth IRA. Any deductible contributions that are 
converted are treated as taxable income in the year of conversion. If any nondeductible contributions have 
been made to any traditional IRA, a pro rata amount will convert tax-free.

To take advantage of a backdoor Roth IRA conversion, a person makes an after-tax contribution to a 
traditional IRA and converts that amount to a Roth IRA. Since the after-tax contribution amount is not tax 
deductible, the conversion is not considered taxable income. This allows individuals with an AGI that exceeds 
the limit to still have a Roth IRA.

A backdoor Roth IRA conversion can be a powerful tool for high earners to create tax-free income in 
retirement. However, it may be ineffective if an individual already has traditional IRA funds that were tax 
deductible, as all Roth conversions are done on a pro rata basis. 

Consider this hypothetical example. Client A has $93,000 in pretax money in a traditional IRA. He makes a 
nondeductible traditional IRA contribution of $7,000 in 2022, increasing the IRA value to $100,000. All Roth 
IRA conversions are made on a pro rata basis, meaning he cannot do a backdoor Roth IRA conversion of just 
the $7,000 nondeductible contribution. If the client were to make a Roth IRA conversion of $7,000, 7% of the 
conversion would be nontaxable, while 93% of the conversion would be taxable.

Mega backdoor Roth IRA  
conversions for high earners
A way to create tax-free income for retirement

Delaware Life Income Planning Institute®
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Most people associate a QDRO, a qualified domestic relations order, with 
a divorce. In fact, it can be a powerful planning tool for happily married 
spouses.

Created by ERISA, a QDRO allows for the tax-free transfer of qualified plan 
assets between spouses pursuant to a state’s domestic relations code. 

It’s important to note that a QDRO governs the transfer of qualified plan 
assets, like a 401(k), from Spouse A to the IRA of Spouse B.

Reasons to use a QDRO 
with married couples

Delaware Life Income Planning Institute®

Author:  
Brendan Payne, JD, LLM
Vice President
National Sales Consulting

The three-step process includes:

• Interspousal agreement (IA)—a contract between the spouses that 
arranges for the transfer of qualified plan assets from one spouse to the 
other spouse’s IRA

• Domestic relations order (DRO)—court approval of the IA 

• Qualified domestic relations order—review, approval, and execution of 
the transfer outlined in the DRO by the plan administrator 

Note: It is critical that clients work closely with an estate planning or family 
law attorney to draft the IA and coordinate the legal process.

Spouse

A
401(k)

Spouse

B
IRA

QDRO
Tax-free transfer
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An in-service withdrawal is a withdrawal or 
distribution from a 401(k) or another qualified  
plan that is taken while still employed (not to be 
confused with a hardship withdrawal or a loan).

Many 401(k) plans allow rollovers of in-service 
withdrawals for participants over 59½. Why would 
a participant request an in-service withdrawal prior 
to terminating employment with the company 
sponsoring the plan? There could be a variety of 
reasons why a rollover of an in-service withdrawal  
to a Traditional IRA might make sense, including:

• Wider range of investment options

• More control over assets

• Protection of retirement assets  
from market volatility

• Ability to choose guaranteed income  
from an annuity

• Ability to work with personal  
financial professional

Not all plans allow in-service withdrawals. 
It is important to check with your 401(k) plan 
regarding the following:

• Does it allow in-service withdrawals?

• What contributions are permitted to  
be withdrawn?

• Is there a limit on how much may be withdrawn?

• Is there an age limit?

• Are there any conditions or penalties imposed 
on taking an in-service withdrawal?

It is important to understand the taxation of 
rollovers of in-service withdrawals. If the in-service 
withdrawal is transferred to a traditional IRA by a:

Direct rollover (from 401(k) to IRA)

not currently taxable

Indirect rollover (from 401(k) to you and then to 
IRA within 60 days)

not currently taxable, but subject to mandatory 
20% withholding

If the withdrawal is not rolled over, it would be 
taxable in the year withdrawn and potentially  
subject to the 10% early withdrawal penalty  
(if permitted to be taken prior to age 59½ and  
no other exception applies). 

There might also be reasons not to do an in-service 
withdrawal. There may be some benefits offered by 
a qualified plan, such as a 401(k) plan, that might not 
be available for assets held by an IRA.

Taxation of retirement accounts is complicated. Be 
sure to discuss all the tax ramifications with your tax 
advisor before requesting an in-service withdrawal 
and consider the advantages and disadvantages. 
Requesting and rolling over an in-service withdrawal 
should fit in with your overall retirement income 
goals and objectives.

In-Service Withdrawal:  
What is it? And is it right for you?
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Qualified plans, such as 401(k) plans, can be excellent accumulation vehicles. However, financial professionals 
and clients looking to position a portion of clients’ qualified plan assets for optimum decumulation in the 
future may want to consider in-service withdrawals.

What are they? An in-service withdrawal is a withdrawal or distribution from a 401(k) or another defined 
contribution plan that is taken while still employed (not to be confused with a hardship withdrawal or a loan). 

When are they available? Many 401(k) plans allow in-service withdrawals, subject to various restrictions – 
either imposed by the government or by the plan itself.

The Internal Revenue Code and regulations do not allow employee elective deferrals (pre-tax and Roth) or 
employer safe harbor contributions (matching and nonelective) to be withdrawn prior to age 59½. Regulations 
and rulings may allow employer non-safe harbor matching contributions, profit-sharing contributions, and 
employee after-tax contributions to be distributed earlier than age 59½; however, it is unusual for most plans 
to allow any withdrawals prior to age 59½.

For rules and restrictions imposed by the plan, plan documents will need to be reviewed. Some plans may 
stop matching contributions for a while if an in-service withdrawal is taken, limit the number of in-service 
withdrawals, or place a minimum on the amount that can be taken. 

How are they taxed? 
If the withdrawal is transferred to a traditional IRA by a:

Direct rollover (from 401(k) to IRA) not currently taxable

Indirect rollover (from 401(k) to client and then to IRA within 60 days) not currently taxable, but subject  
to mandatory 20% withholding

If the withdrawal is not rolled over, it would be taxable in the year withdrawn and potentially subject to the 
10% early withdrawal penalty (if permitted to be taken prior to age 59½ and no other exception applies).

Why would someone request an in-service withdrawal? There could be a variety of reasons:

• Wider range of investment options

• More control over assets

• Protection of retirement assets from market volatility

• Ability to choose guaranteed income from an annuity

• Ability to work with personal financial professional

Opportunities for in-service 
withdrawals

2023030035 EXP 03/24NSC70NONPROFIT
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Nonprofits typically have risk-averse investment objectives. That’s why a fixed annuity can be an attractive 
option for one. And with more than 1.5 million registered nonprofits in the U.S.—religious groups, fraternal 
organizations, civic associations, and public charities—chances are you have one as a client. 

Three benefits of a fixed annuity 
Here’s why an annuity can make sense for a nonprofit.

1 Principal protection: All invested principal is guaranteed to never decrease. 

2 Guaranteed rate of return for set time period: A set interest rate is determined for a period of years 
when a contract is purchased.

3 Tax-free gains: Because the nonprofit is tax exempt, all gains will be returned to the organization tax free 
when withdrawn.

Help nonprofits find safe return

How to title an annuity for a nonprofit
Titling is straightforward for these types of contracts. 

Owner: The owner is the nonprofit. The organization maintains full control over all decisions and signs all 
paperwork associated with the annuity contract.

Annuitant: The organization selects the annuitant, which is usually someone associated with the nonprofit 
whose age meets any restrictions. (The annuitant has no control over the contract until or unless it’s 
annuitized.) Because the annuitant is the measuring life of the contract, they have to be a living person. This 
serves two purposes: The annuitant’s age determines which types of annuities are available based on age 
restrictions and the annuitant’s death triggers the death benefit. 

Beneficiary: The beneficiary is also the nonprofit. If the annuitant dies during the course of the contract, the 
death benefit proceeds are paid back to the organization.

Titling example:
Owner: Nonprofit
Annuitant: Individual associated with nonprofit
Beneficiary: Nonprofit

If you’re working with a nonprofit, a fixed annuity can be an idea worth discussing.
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Fund an annuity to pay for long-term 
care insurance in the future

One of the biggest worries for many pre-retirees is: “What happens if I get 
sick? And how will I pay for it?”

That’s where long-term care insurance comes into play. Long-term care 
insurance can pay for assistance with daily activities like bathing, dressing, 
or eating, at home or in a facility. However, the main drawback to long-term 
care insurance is the cost. According to the American Association for Long-
Term Care Insurance Annual Price Index survey of leading long-term care 
insurers, the annual premium for a couple both age 60 is $2,600.1 

The options for long-term care benefits are limited:

• A stand-alone long-term care insurance policy can be cost-prohibitive 
and there are very few carriers that offer these products.

• Some types of life insurance policies offer additional long-term care or 
chronic illness riders.

• There are also hybrid long-term care annuities. 

One way to fund long-term care insurance in the future is by investing in 
a nonqualified (after-tax money) annuity today. Gains in the nonqualified 
annuity can grow tax deferred and then gains and principal can be 
transferred tax-free via a 1035 exchange to a long-term care annuity. 

A long-term care annuity is a type of hybrid annuity contract that includes 
a long-term care rider. The Pension Protection Act of 2006 created IRC 
Sections 7702B(e)(1) and 72(e)(11), which allow for distributions that pay for 
long-term care costs from a qualifying annuity to be considered a tax-free 
reduction of cost basis and not taxable income. Therefore, the gains from 
the initial nonqualified annuity never have to be realized or recognized. 

Not all annuity contracts qualify for this tax treatment. The new IRC 
sections say that coverage for long-term care expenses essentially creates 
a new contract—that’s why the distributions can be treated in such a 
manner. Annuity contract language must include proper language to meet 
this qualification.2  

Author: 
Brendan Payne, JD, LLM 
Vice President 
National Sales Consulting 
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Three-step retirement income review

1. Plan for four key factors when investing; think L.I.V.E. your way

L

Longevity fact—There’s a 50% chance at least one spouse of a 65-year-old couple will live to age 95.1

Don’t have a pension, or it only covers one person; concerned about reduced Social Security 
income with the loss of a spouse 

Worried about running out of money if I live a long life

I

Inflation fact—Just 3% annual inflation reduces purchasing power by 30% over 10 years.

Want investments that have the potential to keep up with rising costs (inflation)

Concerned about taking on more investment risk to keep up with inflation

V

Volatility fact—In the last 75 years, there’s been six bear markets with an average 30% drop.2

Concerned that volatile markets will affect when I can retire

Concerned that volatile markets may deplete my savings and I may have to go back to work

E

Emotions fact— The average investor underperforms the market by 5.88% due to their behavior.3 

Four in 10 preretirees are concerned about running out of money in retirement.4

Would likely get out of the market if my investments dropped significantly

Don’t want to worry about having enough—stable lifetime income in retirement is important to me

Check off what applies to your situation:

Plan for four key factors when investing; think L.I.V.E. your way

Identify your “M.U.S.T.-haves” (expenses in retirement)

Determine guaranteed income needed in retirement

1.

2.

3.

Prepared for: _____________________________________  Date:____________
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Client Engagement Resources
18. Customizable Client Articles 

Create your own resource library, customized to meet client needs on important financial 
planning topics. Leverage articles to get more referrals, enhance client communications, and 
increase wallet share. Available through Delaware Life Regional Vice Presidents

19. Annual Tax Guide  
Practical resource updated for 2024. The tax guide Includes income tax brackets, deductions, 
and essential tax information at your fingertips. SKU #: DGI53TAX2024

20. Client Envelope/Checklist 
Envelope to help clients organize important documents and relevant information for efficient 
data gathering and financial planning. SKU#: DGI018EN

The NSC Team:

Anders Smith, CFP®, CIMA®, RMA®, RICP® 
Vice President, Managing Director
Head of National Sales Consulting 

Deborah Miner, JD, CFP®, CLU®, ChFC®, RICP®

Vice President 
Director 

Jeng Chiu, JD, CFP®

Vice President
Director

Val Sender, ChFC®, MBA, CLU®, CFS®, Life and Health
Associate Director
Internal Sales Manager

Call your Delaware Life RVP or Relationship Manager for more information 
at: 844.DEL.SALE (844.335.7253)

This communication is for informational purposes only. It is not intended to provide, and should not be interpreted as 
individualized investment, legal or tax advice. To obtain such advice, please consult with an appropriate professional. 
Annuities are issued by Delaware Life Insurance Company. 

FOR FINANCIAL PROFESSIONAL USE ONLY. NOT FOR USE WITH THE PUBLIC.
© 2023 Delaware Life Insurance Company. All rights reserved. 

About National Sales Consulting (NSC)

The directors on the Delaware Life NSC Team provide advanced sales and planning expertise on a variety 
of income, tax, estate, and financial planning topics, along with actionable ideas and resources for effective 
client engagement. They also consult on business development topics including sales training, team building, 
and leadership development. 

The team averages over 30 years of industry experience, their workshops offer valuable education, and their 
practice management strategies help simplify complex planning issues for clients. The team’s objective is to 
help financial professionals be successful and create a competitive advantage. 

1

Create essential estate planning 
documents 

In order to ensure that your wishes are known and met, take 
the time to create these key documents. Some may require the 
assistance of a lawyer. This isn’t an exhaustive list, and you should 
consult with an estate planning attorney to create a comprehensive 
estate plan.

1. Medical directive/living will
This outlines end-of-life health care instructions including:
• Use of life-sustaining procedures for a terminal condition or 

persistent vegetative state
• Use of artificial nutrition and hydration procedures for a terminal 

condition or persistent vegetative state
• Release of information to loved ones
• Organ donation

2. Power of attorney
These documents allow an individual to act in your place as agent 
or attorney-in-fact for some or all legal or financial matters.
• Health care power of attorney
• Financial power of attorney
• Durable power of attorney—stays in effect even if you become 

incapacitated, while a non-durable power of attorney does not 

3. Will
A will is essentially a letter to the probate court stating how assets 
are to be distributed and naming the executor of the estate.
• Executor—person who administers the distribution of assets

– Family member
– Trusted friend or colleague
– Professional executor (for a fee)

• Codicil—a formal amendment that changes the terms of a will

1

You don’t have to be a multimillionaire to need an estate plan. It’s 
a good idea for anyone with assets. It’s important to think about 
where and how your assets will be distributed when you’re gone, 
both to help ensure that your wishes are carried out and to make 
the process easier for your heirs. Here are three key steps to take 
regarding estate planning.

Retirement Education 

Key estate planning steps

Add your contact information  
here
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2024 tax information
Income taxes1

Single
Taxable income Tax rate
$0-$11,600 10% of taxable income
$11,601-$47,150 $1,160 plus 12% of the excess over $11,600
$47,151-$100,525 $5,426 plus 22% of the excess over $47,150
$100,526-$191,950 $17,168.50 plus 24% of the excess over $100,525
$191,951-$243,725 $39,110.50 plus 32% of the excess over $191,950
$243,726-$609,350 $55,678.50 plus 35% of the excess over $243,725
$609,351+ $183,647.25 plus 37% of the excess over $609,350

Married filing jointly or qualifying widow(er)
Taxable income Tax rate
$0-$23,200 10% of taxable income
$23,201-$94,300 $2,320 plus 12% of the excess over $23,200
$94,301-$201,050 $10,852 plus 22% of the excess over $94,300
$201,051-$383,900 $34,337 plus 24% of the excess over $201,050
$383,901-$487,450 $78,221 plus 32% of the excess over $383,900
$487,451-$731,200 $111,357 plus 35% of the excess over $487,450
$731,201+ $196,669.50 plus 37% of the excess over $731,200

Head of household
Taxable income Tax rate
$0-$16,550 10% of taxable income
$16,551-$63,100 $1,655 plus 12% of the excess over $16,550
$63,101-$100,500 $7,241 plus 22% of the excess over $63,100
$100,501-$191,950 $15,469 plus 24% of the excess over $100,500
$191,951-$243,700 $37,417 plus 32% of the excess over $191,950
$243,701-$609,350 $53,977 plus 35% of the excess over $243,700
$609,351+ $181,954.50 plus 37% of the excess over $609,350

Estates and trusts
Taxable income Tax rate
$0-$3,100 10% of taxable income
$3,101-$11,150 $310 plus 24% of the excess over $3,100
$11,151-$15,200 $2,242 plus 35% of the excess over $11,150
$15,201+ $3,659.50 plus 37% of the excess over $15,200

Estate tax and generation-
skipping transfer tax

$13,610,000 exemption; 40% tax rate
$27,220,000 married couple; 40% tax rate

Annual gift tax exclusion $18,000

Standard deductions
Filing status Standard deduction
Single/married filing separately $14,600
Married filing jointly $29,200
Head of household $21,900
Additional (age 
65/older, or blind)

Single, not surviving spouse $1,950
Married filing jointly $1,550

Capital gains and qualified dividend tax

Filing status/income
Long-term capital 
gains & qualified 
dividend rate

Single: $0-$47,025
0%Joint: $0-$94,050

Head of household: $0-$63,000
Single: $47,026-$518,900

15%Joint: $94,051-$583,750
Head of household: $63,001-$551,350
Single: $518,901+

20%Joint: $583,751+
Head of household: $551,351+

Filing status/income Short-term 
capital gains rate

Single: $0-$11,600
10%Joint: $0-$23,200

Head of household: $0-$16,550
Single: 11,601-$47,150

12%Joint: $23,201-$94,300
Head of household: 16,551-$63,100
Single: $47,151-$100,525

22%Joint: $94,301-$201,050
Head of household: $63,101-$100,500
Single: $100,526-$191,950

24%Joint: $201,051-$383,900
Head of household: $100,501-$191,950
Single: $191,951-$243,725

32%Joint: $383,901-$487,450
Head of household: $191,951-$243,700
Single: $243,726-$609,350

35%Joint: $487,451-$731,200
Head of household: $243,701-$609,350
Single: $609,351+

37%Joint: $731,201+
Head of household: 609,351+ 
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Pre-appointment checklist
Putting together the right plan starts with the right information. 

 Banking and investment statements
• All bank accounts: checking, savings, CDs 

• Credit union 

• Brokerage/investment accounts: stocks, mutual funds, 

 bonds, managed accounts 

• IRA 

• 401(k) 

• Annuity

 Insurance statements
• Life insurance 

• Long-term care 

 Income
• 1040 tax return

• Pay stub

• Social Security statement

• Pension information

 Other
• Estate planner contact information

• Trust/Power of attorney documents (COPIES ONLY)

• Tax professional contact information

Name

Appointment

Delaware Life Insurance Company (Waltham, MA) is authorized to transact business in all states (except 
New York), the District of Columbia, Puerto Rico, and the U.S. Virgin Islands and is a member of Group1001.

CONFIDENTIAL

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK OR CREDIT UNION GUARANTEE
NOT A DEPOSIT | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY OR NCUA/NCUSIF


