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Many people looking to grow their retirement savings and turn that nest egg into an income stream in the 
future choose to add annuities to their overall retirement income plan. These insurance contracts offer growth 
potential and the option for guaranteed income. While annuities are traditionally used as a reliable source of 
retirement funds, there can be other ways to use this money. Whether you want to access your savings before 
retirement or no longer need supplemental income as a retiree, here’s a look at surprising uses for an annuity. 

Can I cash out an existing annuity?
It is possible to cash out or withdraw money from many annuities, especially if income payments have not yet 
begun. But withdrawals may come with a fee. Some retirees may have other reliable income sources or want 
flexibility and must maintain access to their funds. However, depending on a person’s age and how close they 
are to retirement, taking early withdrawals or cashing out an annuity could hinder future goals. Options for 
accessing funds from an annuity include: 

Withdrawals
Some annuities offer an annual penalty-free withdrawal amount¹, while others have specific features that 
can trigger additional liquidity options if certain conditions are met, like an extended nursing home stay.

Loans
Instead of cashing out an annuity, a loan against the cash value of the annuity contract may be an option. 
A loan may be needed for an emergency, medical expenses, or home repair.

Surrender
Someone may terminate their annuity contract before the payout period. However, there may be a fee if 
funds are withdrawn before a predetermined date, known as the surrender period.

Other uses for an annuity
Along with providing retirement income, an annuity can be a versatile solution that can help meet several other 
needs. A retiree may no longer need to supplement their retirement income plan and wish to find other uses for 
their annuity. Annuities can be used for long-term considerations like life insurance or healthcare and to secure a 
stable legacy for potential heirs and causes close to their heart.

Gifting an annuity to loved ones or a good cause
A charitable gift annuity is a contract between a donor and a qualified charity and can be an option for 
someone who wishes to donate to a favorite cause. Often called a “split gift,” part of the donation is used 
by the charity and part of the gift is set aside to provide income payments to the donor and/or their 
beneficiary for the rest of their lives. A charitable gift annuity may be a good choice if a person is looking 
for a charitable tax deduction but also wants to have retirement income they can count on later in life. It’s 
important to speak with a tax professional about this strategy's tax deductions and possible benefits.
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Gifting an annuity to a family member
An annuitant may also have the option to gift their annuity, or change the owner of the contract, to 
a family member or other beneficiary. The new owner takes control of the annuity and its benefits. If 
the annuity is in the accumulation phase when it is gifted, taxes on any gains will likely need to be paid. 
However, waiting until the annuity’s payout phase before it is gifted can provide a tax-free source of 
lifetime income for the recipient. 

Gifting an annuity can be a generous and beneficial gesture, but it's important to approach it with careful 
consideration and to seek professional advice to ensure it's the right choice for both you and the recipient.

Placing an annuity in a trust
As part of a comprehensive estate planning strategy, placing an annuity in a trust can provide control 
over how the annuity proceeds are distributed and protected and may help minimize estate taxes. This 
can be particularly useful for ensuring the funds are used for specific purposes, such as providing for a 
beneficiary's long-term financial security or ensuring they receive regular income.

Repurposing an annuity for long-term care
Some annuities offer an annual penalty-free withdrawal amount¹, while others have specific features that 
can trigger additional liquidity options if certain conditions are met, like an extended nursing home stay.

Thinking through an annuity for Medicaid planning
Certain types of annuities are considered Medicaid compliant, where income from that annuity is not 
counted toward the asset limit to qualify for Medicaid. To be eligible for Medicaid long-term care, 
applicants must have a limited amount of assets. A Medicaid Compliant Annuity (MCA) is one planning 
option that can potentially lower total assets, where countable assets are converted into non-countable or 
exempt assets. Since this money is turned into an income stream, it does not count against the asset limit 
to apply for Medicaid.

Opting for an annuity maximization strategy
To maximize annuity dollars, one strategy is to purchase a life insurance policy with the annuity funds. 
The beneficiaries of the policy would then be paid a generally tax-free death benefit and avoid the taxes 
associated with inheriting annuity funds. Annuities are subject to income taxes and estate taxes after 
the owner dies, so the annuity cash value could be severely reduced after beneficiaries are hit with tax 
liabilities. Life insurance, on the other hand, provides a generally income tax-free death benefit and can be 
structured to be excluded from the taxable estate — helping to maximize the value to one’s heirs.

Understanding annuities
Annuities can be a valuable solution that meets a variety of needs and helps round out a comprehensive 
financial plan. On top of providing guaranteed income for retirement, annuities can grow assets to pass on to 
beneficiaries and potentially offer funds for unexpected events. A financial professional can help you explore 
your options and how to address more complex needs to get you on your way to a happy retirement.
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1 Withdrawals taken prior to age 59 1/2 may be subject to IRS penalties.
The term financial professional is not intended to imply engagement in an advisory business in which compensation is not related to sales. Financial professionals that are insurance licensed will be 
paid a commission on the sale of an insurance product. The analysis is for educational purposes only. The experience of the participants of the 2021 Study may not be representative of the experience 
of all. Neither the company, nor any agents acting on its behalf, should be viewed as providing legal, tax or investment advice.
Fixed index annuities are not a direct investment in the stock market. They are long term insurance products with guarantees backed by the issuing company. They provide the potential for interest 
to be credited based in part on the performance of specific indices without the risk of loss of premium due to market downturns or fluctuation. Although fixed index annuities guarantee no loss 
of premium due to market downturns, deductions from your accumulation value for additional optional benefit riders or strategy fees associated with allocations to enhanced crediting methods 
could exceed interest credited to the accumulation value, which would result in loss of premium. They may not be appropriate for all clients. Interest credits to a fixed index annuity will not mirror 
the actual performance of the relevant index.
Securities distributed by Sammons Financial Network®, LLC., member FINRA. Insurance products are issued by Midland National® Life Insurance Company (West Des Moines, IA). Sammons 
Institutional Group®, Inc. provides administrative services. Sammons Financial Network®, LLC., Midland National® Life Insurance Company, and Sammons Institutional Group®, Inc. are wholly 
owned subsidiaries of Sammons® Financial Group, Inc. Sammons Retirement Solutions® and Midland Retirement Distributors® are marketing divisions of Sammons Institutional Group, Inc. 
A.M. Best is a large third-party independent reporting and rating company that rates an insurance company on the basis of the company’s financial strength, operating performance, and ability to 
meet its obligations to policyholders. S&P Global Ratings is an independent, third-party rating firm that rates on the basis of financial strength. Fitch Ratings is a global leader in financial information 
services and credit ratings. Ratings shown reflect the opinions of the rating agencies and are not implied warranties of the company’s ability to meet its financial obligations. The above ratings apply 
to Midland National’s financial strength and claims-paying ability. A) A.M. Best rating affirmed on August 13, 2024. For the latest rating, access ambest.com. B) Awarded to Midland National® as part 
of Sammons® Financial Group Inc., which consists of Midland National® Life Insurance Company and North American Company for Life and Health Insurance®. C) S&P Global Ratings’ rating assigned 
February 26, 2009 and affirmed on May 15, 2025. D) Fitch Ratings’ rating affirmed an Insurer Financial Strength rating of A+ Stable on June 17, 2025. The rating reflects the organization’s strong business 
profile, low financial leverage, very strong statutory capitalization, and strong operating profitability supported by strong investment performance. For more information access fitchratings.com. 

Helping you retire confidently
At Midland Retirement Distributors®, we understand the importance of planning for, and retiring with, confidence.

As a dedicated division of Sammons Institutional Group®, Inc., Midland Retirement Distributors® specializes in fixed and fixed index 
annuities that provide choice, focus, and flexibility. These annuities are issued by Midland National® Life Insurance Company, a proud 
subsidiary of employee-owned Sammons® Financial Group, Inc. This strong connection underscores our commitment as a trusted 
partner, prepared to support you well into the future. 

For over a century, Midland National has been dedicated to supporting its customers by prioritizing growth, income, and financial 
security. We are proud of our impact on the financial futures we help secure and the legacies we help establish. With a rich history 
and a proven financial track record, we bring experience to every annuity we offer. Independent rating agencies have consistently 
recognized this strength: 

Empowering your retirement journey  
Let’s collaborate. Now is the time to work with your financial professional to craft a strong retirement plan you’re confident in. 
Assess how our values of choice, focus, and flexibility align with yours. Visit midlandnational.com.  

A.M. BestA,B (Superior) (Second category of 15)
S&P Global RatingsB,C (Strong) (Fifth category of 22)
Fitch RatingsB,D (Stable) (Fifth category of 19)
Ratings are subject to change.

https://www.finra.org/newhome?mrasn=1219673.1511345.CSTW4h9e
https://web.ambest.com/home
https://www.fitchratings.com/

