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NAIC Buyerd Guide for Fixed Deferred Annuities

It’s important that you understand how annuities can be different from each other so you can
choose the type of annuity that’s best for you. The purpose of this Buyer’s Guide is to help you do
that. This Buyer’s Guide isn’t meant to offer legal, financial, or tax advice. You may want to consult
independent advisors that specialize in these areas.

This Buyer’s Guide is about fixed deferred annuities in general and some of their most common
features. It not about any particular annuity product. The annuity you select may have unique
features this Guide doesnl describe. Itl important for you to carefully read the material youlfe
given or ask your annuity salesperson, especially if youle interested in a particular annuity or
specific annuity features.

This Buyer’s Guide includes questions you should ask the insurance company or the annuity
salesperson (the agent, producer, broker, or advisor). Be sure you're satisfied with the answers before
you buy an annuity.
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1. FINRA (Financial Industry Regulatory Authority) regulates the companies and salespeople who sell variable annuities.
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Fixed Annuities
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**0 ( +i*/ [+ +i*/6 Changein
index calculated using two dates one
year apart.

o/ 1 - +i*/ [+ +§*/6 Change
in index calculated using two dates
more than one year apart.

XS4+ %4 11- #*#6
Change in index calculated using
multiple dates (one day of every
month for monthly averaging, every
day the market is open for daily
averaging). The average of these
values is compared with the index
value at the start of the index term.

+*/$(4 +¥*/ [+ +§*/6 Change
in index calculated for each month
during the index term. Each monthly
change is limited to the “cap rate”
for positive changes, but not when
the change is negative. At the end of
the index term, all monthly changes
(positive and negative) are added. If
the result is positive, interest is added
to the annuity. If the result is negative
or zero, no interest (0%) is added.
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Fees, Charges, and Adjustments
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* 131 */1-1/
- %, /%+* /16 Determines

how much of the increase in the
index is used to calculate index-linked
interest. A participation rate usually
is for a set period. The period can

be from one year to the entire term.
Some companies guarantee the rate
can never be lower (higher) than a set
minimum (maximum). Participation
rates are often less than 100%,
particularly when there’s no cap rate.

/1 6 Typically, the maximum
rate of interest the annuity will
earn during the index term. Some
annuities guarantee that the cap rate
will never be lower (higher) than a
set minimum (maximum). Companies
often use a cap rate, especially if the
participation rate is 100%.

,-1 /16 A set percentage the
insurer subtracts from any change
in the index. Also called a “margin
or asset fee.” Companies may use
this instead of or in addition to a
participation or cap rate.
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How Annuities Make Payments

**0H/451

7620()8785(7,0( <28 &$1 &+226( 72 **0H/45! <285
$118,7< $17 67$57 72 5(&(,9( *8%$5$17((" R; (" ,1&20(
3$<O(176)25/,)( 25 $ 3(5,2" 2) 1,0( <28 &+226( )1(5
3$<O(176 %(*,1 <28 &$1H7 7$. ( $1< 27+(5 021(< 287 2)
T+( $118,7< #28 $/62 868%//< &3L¥7 &+$1*( 7+( $02817
2) <285 3$<O(176 25 O25( ,1)250%7,21 6((L % !
W,17+6 8<(56 8,"( ) <28 ,( %()25( T+(
3$<O(17 3(5,2" (176 <285 6859,9256 O%$< 127 5(&(,9(
$1< 3$<O(176 "(3(L",1* 21 7+( 3$<287 237,21 <28
&+226(

o W$ - 2 (

#28 681 = 7+75$:1 T+( &$6+ 6855(1"(5 93/8( 2) T+(

$118,7<,1 $/803 680 3$<O(17 $1" (1" <285 $118,7<
r W% Co

! ) <28 = ,1+758= <285 $118,7<k

8$6+ 6855(1" (5 9$/8( <285 $118,7< 6 &$18(//I("  1&(

7+$7 +$33(16 <28 &$147 67957 25 §217,18( 72 5(&(9(

5(*8/$5 ,1820( 3$<O (176 )520 T+( $118,1<



(WS -2 (

#28 O%$< W( $%/( 72 =,7+"5%: 2) 1+( 021(< )520
7+( $118,7<6 836+ 6855(1" (5 9$/8( z,7+287 (1°,1* 7+(
$118,7<  267$118,7,(6 =7+ 6855(1" (5 &+$5*(6 /(7 <28
7$.( 287 $ &(57$,1 $02817 868%//< 83 72 CB@ ($&+
<($5 z,7+287 3<,1* 6855(1 " (5 &+$5*(6 21 7+$7 $02817

+(&. <285 &2175$&7 $1* *,66/2685( 25 35263(4786 6.
<285 $118,7< 6$/(63(5621 $%287 27+(5 = $<6 <28 831 7$. (
021(< )520 7+( $118,7< =,7+287 3$<,1* &+$5*(6

Wk IxI</ M- B30 FRQR/ME,

20(R;(" $118,7,(6 (63(&$//<R; (", 17(;(" $118,7,(6
205 $ #0 - */11 (W1k# 1*1</. 57 (5 868%//< $7 $1
(;75%8267 420021 7<3(,68$//(" $*8%5$17((" /,)(7,0(
D T+T58 28 W(L(RT T+$7 *8$5$17((6 72 O$.( ,1620(
3$<O(176 <28 8$147 287/,9( ™" +,/( <28 *(7 3$<O(176 T+(
021(< 67,/ ,1 <285 $118,7< &217,18(6 72 ($51 ,17(5(67
#28 8$1 &+226( 72 6723 $1° 5(67$57 7+( 3$<O(176 25 <28
O, *+7 %( $W/( 72 7$.( (;75$ 021(< )520 <285 $118,7<

9(1 ,) 7+( 3$<O(176 5(*8&( 7+( $118,7<i6 9$/8( 72 =(52
$7620( 32,17 <284//&217,18( 72 *(7 3$<O (176 )25 7+( 5(67
2) <285 /)( ) <28 *,( z+,/( 5(&(,9,1* 3$<O(176 <285
6859,9256 O%$< *(7 620( 25 $// 2) 1+( 021(< /()7 ,1 <285
$118,7<

How Annuities Are Taxed

6. $7%; 352)(66,21$/ $%287 <285 ,1*,9,"8$/ 6,78%7,21
T(,1)25087,21 %(/2= ,6 *(L($/ $1° 6+28/" 127 th(
6216, (5(" 7$; $79,&(

855(17 )("(5$/ /$:= *,9(6 $118,7,(6 63(&$/ 1$;
75($70(17  1820( 7$; 21 $118,7,(6 6 "()(55(" T $7
O($16 <28 $5(10 7$;(" 21 $1< ,17(5(67 25 ,19(670(17
5718516 = +,/( <285 O21(< 6,1 T+( $118,7< T,6 ,614
T+( 6$O( $6 7$; )5(( #28/ 3$< 257,1$5< ,1820( 7$;
T+(1<287$.($ =, 7+"5$ 28/ 5(&(,9( $1,1820( 675($0
25 5(&(,9( ($6+ $118,7< 3$<O(17 ""+(L <28 *,( <285
6859,9256 =,/ 1<3,83//< 2= (,1820( 7$;(6 21 $1< " ($7+
%(L(RT 7+(< 5(&(,9( )520 $1 $118,7<

T (5( $5( 27+(5 = $<6 72 639( 7+$7 2Q(5 7$; $"9$17$*(6
,18/87,1* 17,9,"8%/ (7,5(0O(17 £&&28176 6 #28
&$1 %8<$1$118,7<72)81" $1 LI !

% 1 # $ v

Tt +(1<287$.($ 2 ,7+7562$/ 255(8(,9( 3$<O(176 <284/
3$< 257, 1$5< ,1820( 7$; 21 $// 2) 7+( 021(< <28 5(&(,9(
127 -867 7+( ,17(5(67 25 7+( ,19(670(17 5(7851 #28
$/62 O%< +$9( 72 3$8< $ CB@ 7$; 3(1$/7<,) <28 - ,7+75$:
021(< %()25( <285( $*( GKN

il V72 0 S
* $ -#1.

+*/- /"1 - Aflat dollar amount or
percentage charged once or annually.

- IX/ #14" 0-$ .1, 4)1*/-
A front-end sales load or other charge
deducted from each premium paid.
The percentage may vary over time.

-1)%0) / 3-Atax somestates
charge on annuities. The insurer
may subtract the amount of the tax
when you pay your premium, when
you withdraw your contract value,
when you start to receive income
payments, or when it pays a death
benefit to your beneficiary.

- *. [i*"11-Acharge for
certain transactions, such as transfers
or withdrawals.

4+0/ ,/[h+*.

You’ll have a choice about how to
receive income payments. These
choices usually include:

e Foryour lifetime

e For the longer of your
lifetime or your spouse’s
lifetime

e Foraset time period

e For the longer of your
lifetime or a set time
period
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Finding an Annuity That’s Right for You

1$118,7< 68/(63(5621 = +2 68**(676 $1 $118,7< O867 &+226( 21( T+$7 T+(< T+,1. ,65,*+7)25 <28 %$6(" 21
11)25087,21 )520 <28 T (< 1((" &203/(7( ,1)250$7,21 $%287 <285 /,)( $1° R1$18,$/ 6,78%7,21 72 O$.( $
68,7$%/( 5(4200(1"$7,21  ;3(&7 $ 6%/(63(5621 72 $6. $%287 <285 $*( <285 R1$1&,%/6,78$7,21 $66(76 " (%76
1820( 7$; 678786 +2= <28 3/$1 72 3$< )25 T+( $118,7< <285 12/(5$1&( )25 5,6. <285 R1$18,$/ 2%-(&7,9(6
$1° (;3(5,(1&( <285)$0,/< &,588067518(6 $1* +2= <28 3/$1 72 86( T+( $118,7< ) <28 $5(10 &20)257$%/(
s+ T+( $118,7< $6. <285 $118,7< 68/(63(5621 72 (;3/$,1 = +< T+(< 5(6200(1" ("7  21i %8< $1 $118,7<
<28 "2147 81" (56751" 25 7+87 "2(614 6((O 5,*+7 )25 <28

Tt 741 ($6+ $118,7< T+( ,1685(5 % *8$5$17(( 620( 9$/8(6 %87 127 271+(56 20( *8$5517((6 O$< %(
21/< )25 $ <($5 25 /(66 = +,/( 27+(56 &28/" %( /21*(5 6. $%2875,6.6 $1" "(&,"(,) <28 &$1 $6&(37 7+(O 25
(;$03/( |76 3266,4/( <28 = 2147 *(7 $// 2) <285 O21(< %$&.  T+( 5(7851 21 <285 $118,7< O$< U( /2= (5 T+$1
<28 (G3(&7(" 6 $/62 3266,/ <28 = 211 %( $W( 72 = ,T+75$: O21(< <28 1((" )520 <285 $118,7< = 7+287
33<,1%)((6  7+( $118,7< 3$<O(176 O$< 127 %( $6 O8&+ $6 <28 1((" 72 5($&+ <285 *2$/6 T (6( 5,6.6 9$5<
2+ T+( 7<3( 2) $118,7< <28 %8< [/ 3527887 *8$5817((6 "(3(1" 21 7+( ,1685$1&( &203$1<k6 R1$18,%/
675(1*7+ $1" &/$,06 38<,1* $,/,7<

Questions You Should Ask

* Do I understand the risks of an annuity? Am I comfortable with them?
*  How will this annuity help me meet my overall financial objectives and time horizon?

*  WillI use the annuity for a long-term goal such as retirement? If so, how could I
$&+,(9( 7+87 *2$/ ) 1+(,1620()520 7+( $118,7< ,6147 $6 O8&+ $6 (53 (&7(" ,772 %(

*  What features and benefits in the annuity, other than tax deferral, make it

$335235,$7( )25 O(
*  Does my annuity offer a guaranteed minimum interest rate? If so, what is it?
*  If the annuity includes riders, do I understand how they work?

*  Am/ taking full advantage of all of my other tax-deferred opportunities,
68&+ $6 FBC . 6 FBE %6 $1° 6

* Do I understand all of the annuity’s fees, charges, and adjustments?

*  Is there a limit on how much I can take out of my annuity each year without
3$<,1* $ 6855(1" (5 &+$5*( 67+(5($/,0,721 7+( $02817 &3$1 -,7+75$:
"85,1* 7+( 6855(1" (5 &+$5*( 3(5.2"

* Do lintend to keep my money in the annuity long enough to avoid paying

$1< 6855(1" (5 &+$5* (6

*  Have I consulted a tax advisor and/or considered how buying an annuity

2 ,11$Q(87 O<7$; /,$%,/,1<

*  How do I make sure my chosen survivors (beneficiaries) will receive any
3$<0(17)520 O< $118,7<,) " (

r o H H " ! % 1 %
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When You Receive Your Annuity Contract

" "+ (1 <28 5(8(,9( <285 $118,7< 42175887 &$5()8//<5(9,(= ;7  ( 685( ,7 O$78+(6 <285 81" (S67$1",1* /62
5($" T+( " ,68/2685( 25 35263(&786 $1° 27+(5 O$7(5,$/6 )520 T+( ,1685$1&( &203$1< 6. <285 $118,7<
6$/(63(5621 72 (;3/$,1 $1<7+,1* <28 "2157 81" (567$1" 1 O$1< 6787(6 $/$= *,9(6 <28 $ 6(7 180%(5 2) "$<6
868$//< CB 72 EB "$<6 72 &+$1*( <285 0,1" $%287%8<,1* $1 $118,7< $)7(5 <28 5(&(,9(,7 T,62)7(L ,6 &$//("
$ N1 (+47 25 S/ [+ -1/0-* 3(5,2" #285 42175847 $1° * 68/2685( 25 35263 (8786 6+28/" 3520, 1(17/< 67$7(
<285 )5(( 122. 3(52" ) <28 *(&"( *85,1% T+$7 7,0( T+$7 <28 *2147 = $17 1+( $118,7< <28 &$1 8217$8&7 T+(
,1685$18&( §203$1< $1" 5(7851 T+( 82175867  (3(L*,1* 21 1+( 6787( <28/ (,1+(5*(7 %88 $// 2) <285 021(<
25 <285 §855(17 $842817 9$/8(
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