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Important Information

Please note that this presentation has been designed
to provide general information. Neither Pacific Life nor
its representatives offer legal or tax advice. Clients
should consult their attorneys and tax advisors as to
the applicability of this information to their specific
circumstances and for complete up-to-date
information concerning federal and state tax law.
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History

= Signed into law August 14, 1935

= Began benefit accrual January 1, 1937
= |nitially, lump-sum benefit

= Monthly payments began in 1940

= Automatic cost-of-living adjustments (COLAs)
started in 1975

= Partial taxation of benefits effective 1984

Source: Social Security Administration. “Social Security History”
http://www.socialsecurity.gov/history/index.html. May 27, 2015.



Social Security

Collection of programs:
= Retirement

= Disability

= Survivor’s benefits

= Lump-sum death benefit




Social Security Benefits

2015 Estimated Average Monthly Benefit with COLA

All retired workers $1,328
Aged couple, both receiving Social Security $2,176
Widowed mother and two children $2,680
Aged widow(er) alone $1,274
rliizzslglfﬁ”\év;)erllq(er, spouse, and one or $1.976
All disabled workers $1,165

Source: Social Security Administration. “Social Security Fact Sheet: 2015 Social Security
Changes.” SSA Press Office. May 7, 2015.




Worker Eligibility for Retirement

= Earned 40 credits of
coverage

= Credit of work is
equal to $1,220 of
earned income

= Only four credits may
be accumulated
annually




Social Security Survivor Eligibility

= Credits needed vary by age
of worker at death

= No more than 40 credits of
coverage necessary

— Typically equates to 10 years
of work

= Survivor benefits are {
available to the dependents
of a deceased worker who
has worked 1% years of the
prior three years
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B 4



Social Security Nonworker Eligibility

Survivor benefits

= Widow/Widower: full
retirement age (FRA)

— Reduced benefits — age 60 (age 50
if disabled)

= Widow/Widower: takes care of
children

— Younger than age 16 or disabled
= Unmarried children

— Younger than age 18

— Age 19 if attending school full time
= Dependent parents

— Age 62 or older -
= Divorced spouse |

— Marriage lasted at least 10 years J




Disabled Worker Eligibility

= Earned six credits for
disability or death benefits

— In 2015, one credit for each
$1,220 of earnings
= Two different “earnings tests”

— Recent work test
— Duration of work test

Source: Social Security Administration. “Publication
05-10029, Disability Benefits.” May 2014.




Social Security Primary Insurance Amount (PIA)

= Calculated on average monthly earnings
— 35 highest earning years
- In 2015, employer and employee each contribute 6.2%
— In 2015, employee contributes 6.2%
— Maximum benefit base

= Determines benefits paid

= Reductions and increases
— Determined by age when benefits start



Social Security Retirement Benefits

= Reduced benefit at age 62

= Full retirement age (FRA) dependent on year of birth
— 2015 FRA is 66 years if born between 1943 and 1954

= Maximum benefit at age 70
= COLA



Early Retirement

= Earliest retirement at age 62

= Earnings history

— Social Security provides
larger percentage of
replacement income to
lower-wage-earner’s income

= Reduction of benefit
- 25% — 30% depending on FRA

= Family history and marital status




Full Retirement Age

Year of birth ‘ Full Retirement Age
1937 and prior 65

1938 65 and 2 months
1939 65 and 4 months
1940 65 and 6 months
1941 65 and 8 months
1942 65 and 10 months
1943-54 66

1955 66 and 2 months
1956 66 and 4 months
1957 66 and 6 months
1958 66 and 8 month
1959 66 and 10 months
1960 and later 67




Delayed Retirement

= Retirement at age 70

= Maximum benefits

= 8% delayed retirement credit
= |f FRA 66

— 32% increase

= |f FRA 67

— 24% increase




Benefit Taxation

What constitutes combined income?

Adjusted Tax-exempt Half of Social

gross income interest Security
(AGI) income benefits




Benefit Taxation—Individual

= Combined income between
S25,000 and $34,000

— Up to 50% of your benefits
may be included as income

= Combined income more
than $34,000

— Up to 85% of your benefits
may be included as income

Source: Social Security Administration. “Publication
05-10035, Retirement Benefits.” January 2015.




Benefit Taxation—Joint

= Combined income between
S32,000 and $44,000

— Up to 50% of your benefits
may be included as income

= Combined income more
than $44,000

— Up to 85% of your benefits
may be included as income

Source: Social Security Administration. “Publication
05-10035, Retirement Benefits.” January 2015.




Benefit Reduction

Begin collecting prior to FRA and continue working

Younger than FRA in 2015 for the entire year

— Deduct S1 from your benefit payments for every
S2 you earn more than the annual limit

— For 2015, that limit is $15,720
FRA in 2015

— Deduct S1 in benefits for every S3 you earn
more than $41,880

— Only earnings before the month you reach your FRA

Beginning in the month you reach your FRA
— There is no limit on earnings



Retirement Planning

Full

Retirement Age Delayed

Early




Retirement Planning

Action Taken

Dana’s Benefit

David’s Benefit

62

66

70

Claim at age 62 S750/month S1,500/month
Wait until full
retirement age S1,000/month S2,000/month
(FRA)
S1,300/month
Captured or
delayed S2,600/month S2,600/month

retirement credit

if husband delayed
benefits until age 70




When Should You Begin Benefits?

= Personal decision based on your needs and probable
life expectancies

= Healthy individual may delay
= Less healthy individual may begin at age 62

= You may delay to increase future benefits to a
younger spouse



Newly Added Boomers: Same-Sex

Social Security now processing claims based on
same-sex relationships

= OnlJune 26, 2013, Supreme Court ruled
Section 3 of Defense of Marriage Act (DOMA)
unconstitutional

= Since the ruling, Social Security has begun
recognizing some same-sex relationships

—  Published complex set of new instructions

= |n Social Security’s own words:



From the Horse’s Mouth

This latest policy development lets the agency recognize
some non-marital legal relationships as marriages for
determining entitlement to benefits. These [new]
instructions also allow Social Security to begin
processing many claims in states that do not recognize
same-sex marriages or non-marital legal relationships.
We [the Social Security Administration] have consulted
with the Department of Justice and determined that
Social Security Act requires the agency to follow state
law in Social Security cases.

Source: Social Security Administration. “Social Security Defines
Policy for Same-Sex Married Couples.” June 20, 2014.



Lifetime Income Sources

= Social Security

= Defined-benefit pension plans
= Annuities




What Is an Annuity?

It can provide guaranteed:

Lifetime income options

Death benefit to protect beneficiaries

Guarantees, including optional benefits, are subject to the issuing company’s claims-paying ability and financial
strength and do not protect the value of the variable investment options, which are subject to market risk.



Types of Annuities

= Single vs. Flexible Premium
— One-time lump sum
— Ongoing contributions

= Fixed vs. Variable

— Guaranteed a fixed rate of
return

— Subject to market risk

= Deferred vs. Immediate
— Wait to take income

— Begin taking income
immediately




Types of Annuities

= Deferred Fixed Annuities

— Guaranteed minimum interest
rate

= Deferred Variable Annuities

— Professional money managers
— Multiple investment options

= Immediate Annuities
— Single lump-sum investment

— Help maximize and protect
income for life




Why Choose an Annuity?

Potential tax advantages
Lifetime income payout options

Guaranteed death benefit

Optional living benefit riders

The value of the variable investment options will fluctuate and, when redeemed, may be worth more or less than the original cost.
Annuity withdrawals and other distributions of taxable amounts, including death benefit payouts, may be subject to ordinary income tax.
For nonqualified contracts, an additional 3.8% federal tax may apply on net investment income. If withdrawals and other distributions are
taken prior to age 59%, an additional 10% federal tax may apply. A withdrawal charge and market value adjustment (MVA) also may apply.
Withdrawals will reduce the contract value and the value of the death benefits, and also may reduce the value of any optional benefits.



Next Steps

= Become familiar with your Social Security statement

- Now mailed every five years for most workers at ages
25, 30, 35...

— Also available online at MySocialSecurity Account

= Understand how your PIA will be impacted by
— Early or delayed retirement
— Earned income
— Taxation




Next Steps (continued)

= Certain financial products
may help you bridge the gap

— Annuities

= Contact your financial
professional to help
determine the optimal
strategy for allocating
assets and taking Social
Security income




This material is not intended to be used, nor can
it be used by any taxpayer, for the purpose of
avoiding U.S. federal, state, or local tax
penalties. This material is written to support the
promotion or marketing of the transaction(s) or
matter(s) addressed by this material. Pacific Life,
its affiliates, their distributors, and respective
representatives do not provide tax, accounting,
or legal advice. Any taxpayer should seek advice
based on the taxpayer’s particular circumstances
from an independent tax advisor or attorney.



You should carefully consider a variable annuity’s
risks, charges, limitations, and expenses, as well
as the risks, charges, expenses, and investment
goals of the underlying investment options. This
and other information about Pacific Life are
provided in the product and the underlying fund
prospectuses. These prospectuses are available
from your financial advisor or by calling the toll-
free numbers listed on the last slide. Read them

carefully before investing.



IRAs and qualified plans—such as 401(k)s and 403(b)s—are already tax-deferred. Therefore, a
deferred annuity should be used only to fund an IRA or qualified plan to benefit from the
annuity’s features other than tax deferral. These include lifetime income, death benefit options,
and the ability to transfer among investment options without sales or withdrawal charges.

Pacific Life refers to Pacific Life Insurance Company and its affiliates, including Pacific Life &
Annuity Company. Insurance products are issued by Pacific Life Insurance Company in all states
except New York and in New York by Pacific Life & Annuity Company. Product availability and
features may vary by state. Each insurance company is solely responsible for the financial
obligations accruing under the products it issues. Insurance product and rider guarantees,
including optional benefits and any fixed crediting rates or annuity payout rates, are backed by
the financial strength and claims-paying ability of the issuing insurance company. They are not
backed by the independent third party from which this annuity is purchased , including the
broker/dealer, by the insurance agency from which this annuity is purchased, or any affiliates of
those entities and none makes any representations or guarantees regarding the claims-paying
ability of the issuing insurance company.

Variable insurance products are distributed by Pacific Select Distributors, LLC (member FINRA &
SIPC), a subsidiary of Pacific Life Insurance Company (Newport Beach, CA) and an affiliate of
Pacific Life & Annuity Company. Variable and fixed annuity products are available through
licensed third-party broker/dealers. Securities are sold by licensed registered representatives.

Pacific Life Insurance Company In New York, Pacific Life & Annuity Company
P.O. Box 2378, Omaha, NE 68103-2378 P.O. Box 2829, Omaha, NE 68103-2829
(800) 722-2333 (800) 748-6907

www.PacificLife.com



