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Introducing

BY HIGHLAND



Welcome to our new digital resource that delivers 
all the latest news and trends in the finance industry 
each month. 

In every issue, you’ll find: 

•	 A cover story: A deep dive into a financial topic of 
interest. 

•	 Three feature articles: Breaking down the latest in 
Life Insurance, Annuities, Long-Term Care, Disability 
Insurance, Advanced Planning, Underwriting, and 
our Highland Partners. 

•	 The Source’s Financial District: Featuring a variety 
of key insights you can use to elevate your practice. 

•	 A little bit of fun. 

It’s our priority to make your jobs easier, and we’re 
just getting started. Check us out each month for 
more, because The Source by Highland — delivers. 



Key Person 
Insurance
A breakdown
With the start of a new year, it’s always a 
good time to reconsider business planning 
for your clients. Key Person insurance is a 
great place to start. Beyond protecting a 
company in the event of the loss of a key 
employee – it can also be used as a funding 
vehicle for companies to recover costs 
associated with various company benefits. 
This expansive feature has all the details 
you need to know.
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https://marketinghub.highland.com/m/5ed4925489459b48/original/Client-Facing-Key-Person-Insurance-Resource.pdf


Key Person 
Insurance
A breakdown

Access now

https://marketinghub.highland.com/m/5ed4925489459b48/original/Client-Facing-Key-Person-Insurance-Resource.pdf
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Highland  
Highlights

LIFE INSURANCE • ANNUITIES • LONG-TERM CARE  

DISABILITY INSURANCE • ADVANCED PLANNING 

UNDERWRITING • HIGHLAND PARTNERS



#1: Planning Today for Tomorrow
It’s a new year, learn how life insurance can help your 
client’s plans. Here is Highland’s “Planning Today for 
Tomorrow.” In it, you’ll discover how life insurance can 
be a source of funds for your client’s spouse, children, 
business partners, or other beneficiaries during an 
extraordinary time of change.

#3: I inherited an annuity - 
now what? 
Sticking with our theme, January is also an 
excellent time to examine how any life changes 
can affect your planning. 

#2: Why a Policy Review? 
Speaking of new years, what better time 
to review your current policies to see if 
anything needs to be changed. 

What method is available for a beneficiary to take distributions over 
their remaining lifetime? 
The annuity beneficiary has options on how to take distributions “over the life of such designated 

beneficiary” – each different from a tax standpoint.

 Lifetime Income (or period certain annuity): These are taxed according to the 
regular annuity rules (the exclusion ratio) under § 72(b)(1). The exclusion ratio 
is calculated using the decedent’s basis in the contract, and the beneficiary’s 
expected rate of return on this annuity.

Withdrawals from the annuity: Taxed on a Last‑In, First‑Out basis.
Note: Annuity withdrawals before age 59-1/2 are subject to a 10 percent additional penalty tax. 

However, that tax does not apply to inherited annuities even if the beneficiary is under age 59-1/2.3

 Fractional method: The Stretch Annuity. The gains appear to be reportable via the 
exclusion ratio. The client should review the specifics of their situation with their 
attorney and tax advisor for the applicability of this strategy.

The Stretch Annuity
The “over the life of” language in § 72(s) has allowed, depending on the insurance carrier, an 

arrangement referred to as a stretch annuity. This arrangement allows the beneficiary to take 

distributions each year based upon the Unified Table for Required Minimum Distributions (RMDs). 

The stretch annuity is not codified in the tax code, but rather has been accepted in several Private 

Letter Rulings by the Service, providing insight into how the Service looks at these cases.4 The 

Unified Table is the same table that is used for calculating RMDs from an inherited IRA, even 

though this is not a qualified annuity.5 For advisors who manage retirement plans, this will sound 

familiar, as the underlying principle is the same as with the “Stretch IRA” concept. Timing is critical
The five‑year rule exception that allows the stretch annuity, only applies if distributions begin no 

later than one year after the date of the holder’s death per § 72(s) – or else the beneficiary is stuck 

within the five‑year rule.

Given the time‑sensitive nature for the beneficiary, it is highly recommended they follow up with 

their own counsel and tax advisors to figure out the best path forward.

Frequently, a beneficiary of an annuity is a child of the deceased account 
holder, and in their grief and dealing with the issues of settling an estate, 
will often delay their decision about what to do with the annuity. While this 
is very understandable, the Service applies the one year rule strictly. if more 
than one year passes after death before starting distributions, the beneficiary 
will be stuck in the five‑year rule.
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I inherited an annuity... now what?  |  Michael Raczkowski, JD, CFP®

It depends on who the beneficiary is

There is no one‑size‑fits‑all choice for the beneficiary of a non‑qualified annuity, as it depends on 
the relationship between the annuitant and the beneficiary – in particular, spouses or non‑spouses. 
It also differs if the beneficiary is a “heartbeat” (living, breathing, named human being) or not. For 
the purposes of our analysis here, we’re going to assume the beneficiary is a heartbeat, specifically 
named by the annuity owner as a beneficiary of the annuity.

Under § 72(s), an annuity that is not in payout status needs to 
be paid out within five years to the beneficiary, unless there’s 
an exception available. Five years is the default rule for a 
beneficiary, and it is the responsibility of the beneficiary (and 
their attorney or tax advisor) to determine whether one of 
these exceptions apply. 

In the Internal Revenue Code, § 72(s)(2) and 72(s)(3) provides 
two available exceptions. The simpler of these exceptions is 
for a beneficiary who is the surviving spouse of the account 
holder. The surviving spouse can elect to treat the annuity as 
though it had been theirs from the beginning, continuing the 
tax‑deferral benefits of the annuity indefinitely. 

The second exception is for distributions that are made “over the life of such designated 
beneficiary, or over a period not extending beyond the life expectancy of the designated 
beneficiary.” More to the point, § 72(s) allows a beneficiary to withdraw annuity gains over their 
life expectancy (or to annuitize the annuity as well). The language of § 72(s), thus non‑spousal 
beneficiaries, opens the door to the so‑called “Stretch Annuity.”² The beneficiary may elect to take 
distributions faster than their life expectancy but cannot make them longer. 

Must the beneficiary take the distributions over their remaining lifetime? No. 
A beneficiary can elect to take distributions faster than their life expectancy, 
but slower than the five‑year rule would require. 

For example:

A 60‑year‑old beneficiary may want to take distributions over 10 years, to bridge 
their income need until they claim a maximum Social Security benefit at age 70. 
That would be allowed. 

By contrast, a 70‑year‑old beneficiary electing a 30‑year period certain annuity 
would not be allowed, because that would extend distributions beyond their 
life expectancy.

There is no 
one‑size‑fits‑all choice 
for the beneficiary of a 
non‑qualified annuity.
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A Highland Policy ReviewAt Highland, we help you conduct a comprehensive policy review by:

To start a policy review, simply provide your Highland Vice President with your 

client’s most recent policy statement or in-force illustration. This is all we need to 

begin the process of ensuring your client’s coverage is optimized for their goals. 

Why a Policy Review? (continued)

Providing the guidance, training, and sales tools you need for a complete  

policy review.

Analyzing a client’s current policy, determining appropriateness with the client’s 

goals, and pinpointing gaps in coverage.
Offering newer, potentially lower-cost alternative policies.

Providing expertise, services, and support to streamline policy changes.

For Financial Professional Use Only. Doing business in California as Highland Annuity & Insurance Services.
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Improved underwriting programs or pricing may also benefit clients due to: 
• Lowered mortality costs associated with improved longevity.
•  Ailments that are better managed or can be better treated than at  

original issue.
• New special concessions in underwriting programs.• Changes in their profession or lifestyle.

Of the major selling features of annuities, such as stability or protection of principal, guaranteed 

lifetime income, income tax deferral, or higher potential rates of return than CDs and other 

fixed income alternatives – one understated benefit is that annuities bypass probate. From the 

perspective of a client, this means the money they allocate to an annuity can automatically be, by 

function of law, available to their beneficiaries immediately upon their passing. 

Often overlooked, and a frequent inquiry for Advanced Planning, is the question of “What next?” 

What options does a beneficiary have? What must a beneficiary do when they have inherited an 

annuity? And when must they choose their path? Since the gains in the inherited annuity remain 

taxable as ordinary income to the beneficiary, the first objective of many beneficiaries is to try and 

spread the tax hit over as long of a period as possible.

It’s also important to remember the gains in an annuity are 

taxed as they come out in most circumstances. Fortunately, 

there are options.

Americans have trillions of dollars in annuity contracts.¹ 

Annuity sales (and accumulation balances) have grown 

in the last few years, particularly as interest rates have 

increased significantly since Q4, 2021. It’s not surprising 

then that financial professionals, even advisors who are 

not regularly in the business of selling annuities, will 

encounter clients with annuities who have questions.

I inherited 

an annuity…

now what?
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by 

Michael Raczkowski, JD, CFP® 

Highland Capital Brokerage

N O N - Q U A L I F I E D  A N N U I T Y  P L A N N I N G

It’s likely that things have changed since your client first purchased life insurance. A periodic 

policy review provides the opportunity to examine a client’s priorities, uncover additional 

needs, reassess the effectiveness of the current policy, and offer alternative solutions if your 

client’s expectations are not being met or if the current coverage is lacking or insufficient. 

Who Needs a Policy Review?

In short, every policyowner. Life events are the most common motivators but others include:

• Clients who want or may need to transition from a term policy to permanent  

life insurance.

• Clients who have taken out policy loans to pay premiums or fund a cash need.

• Business owners using life insurance as part of their continuation plan, benefit plan, 

or key-person coverage.

• Trustees diligently monitoring trust-owned life insurance policies.

Industry and economic shifts may also create the need to review  

insurance coverage: 

•  Policies issued with interest or dividend rates inconsistent with what the 

market currently provides, resulting in underfunded policies that likely  

require increased premium payment.

•  Policy improvements that extend death benefit guarantees and offer living 

benefit protections with LTC/CI riders. 

•  Potential decline in insurance company ratings.

• Term or graded premium policies that may increase substantially in cost.

For Financial Professional Use Only. 
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Why a Policy Review?

Check out this vital resource

Take a look for more specifics

Learn more

https://marketinghub.highland.com/m/aa29da719da47b87/original/Meeting-in-a-Box-Why-a-Policy-Review.pdf
https://marketinghub.highland.com/m/2c2da5790e060c1d/original/I-inherited-an-annuity-now-what.pdf
https://marketinghub.highland.com/m/4659428669808665/original/Client-Facing-Life-Insurance-Planning-Today-for-Tomorrow.pdf
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The Financial District
Everything you need to know this month

Continuing Education

Spotlight: Practice Management
Looking for ways to improve communications? Check 
out our Video Email resource.

Upcoming Virtual Event
We’re hosting a specialized Virtual Event – register today.

Maximum Efficiency – Time Management and Client Segmentation

•	Date: Wed. Feb. 11

•	Time: 12:30 p.m. ET 

•	Speaker: Jared Herzog, Sales Vice President at North American Company

View resource

Register now

Register now

The How and Why of Estate Planning

•	Date: Tues. Feb. 17 

•	Time: 4 p.m. ET 

•	Speaker: Howard Jonas, CLU®, ChFC®, REBC®, CASL®, Vice President, Advanced 
Planning at Highland 

https://marketinghub.highland.com/m/4afcc72f38e3b31f/original/Top-15-Opportunities-to-Send-a-Video-Email.pdf
https://us06web.zoom.us/webinar/register/WN_zBQILw91RKmEKSlfn42t5g
https://osaic.zoom.us/webinar/register/WN_T6J107iTT5mEj2tbEmjzTA?utm_source=sfmc&utm_medium=email&utm_campaign=The+Highland+Huddle&utm_term=Virtual+event+registration%26nbsp%3b&utm_id=313663&sfmc_id=20324205&sfmc_subKey=0035w00003Z0JIlAAN#/registration


MYGA Rates
View the latest multi-year guaranteed annuity rates.

Quotable
Insight from the experts:

“Beware of little expenses. A small leak will sink a great ship.”

— Benjamin Franklin

Need to Know
Here are some important dates and themes for January. 

1.	 National Mentoring Month 

2.	 Financial Wellness Month 

3.	 Tax Identity Theft Awareness Week (Jan. 26-30) 

4.	 Data Privacy Day (Jan. 28) 

Helpful Highland Tools
Continuing with our business planning theme, Highland 
has a useful tool that can start the conversation with 
your clients. It can also help you determine if your client’s 
company is prepared to handle the sudden passing of an 
owner. Check out the Buy-Sell Agreement Scorecard now.

View resource

View rates

“

Our Case Studies
Actual cases that make a lasting difference. Learn how to 
mitigate taxes for future generations with this informative 
case study.

View resource

https://marketinghub.highland.com/m/ff0408497e1a44b6/original/Client-Facing-Buy-Sell-Agreement-Scorecard.pdf
https://www.highlandbrokerage.com/myga-rates
https://marketinghub.highland.com/m/476200571f21b84b/original/Case-Study-Mitigate-Taxes-for-Future-Generations.pdf


Highland’s New Sites
An inside scoop on our upgrades

We’re thrilled to announce Highland has launched our 
new corporate website and Marketplace platform.

The Highland corporate site delivers a modern, 
customer-focused experience. And you can now visit 
it for updated information on our highly specialized 
teams and several resources available to you and your 
clients. View our new site here.
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https://www.highlandbrokerage.com


Marketplace is an enhancement and update to 
our former EasyLife site. Marketplace provides 
one centralized place for:

View all the latest changes to Marketplace

Highland remains committed to providing cutting-edge 
resources and exceptional support for our advisors and 
clients. These two new sites are just a small part of the 
big year we have planned – check them out when you 
have a chance.

Quotes

Applications

Educational/support 
materials for all lines 
of business.

https://marketplace.highlandbrokerage.com


For Financial Professional Use Only. 

This material was created to provide accurate and reliable information on the subjects covered, but should 
not be regarded as a complete analysis of these subjects. It is not intended to provide specific legal, tax, 
or other professional advice. The services of an appropriate professional should be sought regarding your 
individual situation. Neither Highland Capital Brokerage nor affiliates offer tax or legal advice.

Doing business in California as Highland Annuity and Insurance Services.

Registered Representatives and Investment Advisory Representatives offer securities and investment 
advisory services through Osaic Wealth, Inc. member FINRA/SIPC. Highland and Osaic Wealth, Inc. are 
subsidiaries of Osaic, Inc. Other entities and/or marketing names, products or services referenced here are 
independent of Osaic Wealth, Inc.
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Next month: 

In the February edition of The Source by Highland –  

Estate Planning.
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