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Buyer’s Guide to Fixed Deferred Annuities...

It is|nportant

that you understand the differences anong various annuities so you can choose the kind that
best fitsyour needs. This guide focuses on fixed deferred annuity contracts. Thereis, however,
abrief description of variable annuities. If you're thinking of buying an equity-indexed annuity,
an appendix to this guide will gve you specific information. This Guide isn’'t meant to offer
legd, financida or tax advice. You may want to consult independent advisors. At theend of this
Guide are questions you should ask your agent or the conpany. Make sureyou're satisfied with
the answers before you buy.

What isan Annuity?

An annuity is acontract in which an insurance cormpany mekes a series
of income paynents at regular intervals in return for a premum or
premuns you have paid. Annuities are nost often bougnt for future
retirement inconme. Only an annuity can pay an incone that can be
guaranteed to last as long as you live. An annuity is neither a life
insurance nor ahealth insurance policy. It’s not a savings account or a
savings certificate. You shouldn’t buy an annuity to reach shortterm
financial goals.

B Your vauein an annuity contract isthe premiuns you've paid, less any
applicable charges, plus interest credited. The insurance conpany uses
the value to figure the anount of most of the benefits that you can
choose to receive from an annuity contract. This guide explains how
interest is credited as well as sormre typical charges and benefits of annuity contracts.

A deferred annuity has two parts or periods. During the accunulation period, the money you
put into the annuity, less any applicable charges, earnsinterest. The earnings g ow tax-deferred
as long as you leave themin the annuity. During the second period, caled the payout period,
the cormpany pays incorme to you or to sormeone you choose.

What Are the Different Kinds of Annuities?

This guide explains mgjor differences in different kinds of annuities to help you understand how
each mgnt meet your needs. But look at the specific terms of an individual contract you're
considering and the disclosure docunment you receive. |f your annuity is beingused to fund or
provide benefits under a pension plan, the benefits you get will depend on theterns of the plan.
Contact your pension plan administrator for inforrmation.

This Buyer's Guide will foous on individual fixed deferred annuities.
Single Premium or Multiple Premium

You pay the insurance cormpany only one paymnent for a singe premum annuity. You meke a
series of payrments for a multiple premum annuity. There are two kinds of nultiple premium
annuities. Onekindis aflexible premiumcontract. Wthin set limits, you pay as nuch premium
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as you want, whenever you want. |Inthe other kind, a scheduled premiumannuity, the contract
spells out your payrments and how often you'll make them

Immediate or Deferred

WIth an inTrediate annuity, income paynents start no later than one year after you pay the
premium You usually pay for an imnmediate annuity with one paynent. Theincorme paynments
fromadeferred annuity often start many years later. Deferred annuities have an accurrulation
period, which is the time between when you start paying premuns and when inconme
payments start.

Fixed or Variable

[ Fxed

During the accurrulation period of a fixed deferred annuity, your noney (less any applicable
charges) earns interest at rates set by the insurance conpany or in away spelled out in the
annuity contract. The cormpany guarantees that it will pay no less than a mninumrate of
interest. During the payout period, the anount of each inconme payrment to you is generdly
set when the payrments start and will not change.

[ \Veriable

During the accunulation period of a variable annuity, the insurance conpany puts your
premuns (less any applicable charges) into a separate account.  You decide how the
company will invest those premiuns, depending on how nuch risk you want totake. You nay
put your premium into a stock, bond or other account, with no guarantees, or into a fixed
account, with aminimumguaranteed interest. Duringthe payout period of avariable annuity,
the anount of each incorme payrment to you nmay be fixed (set at the begnning) or variable
(changngwith the vaue of the investnments in the separate account).

How Are the Interest Rates Set for My Fixed Deferred
Annuity?

During the accurulation period, your noney (less any applicable charges) earns interest at
rates that change fromtine to time. Usuadly, what these rates will be is entirely up to the
INsurance conpany.

Current Interest Rate

The current rate is the rate the company decides to credit to your contract at a particular
time. The conpany will guarantee it will not change for sone tinme period.

[l Theinitia rateisaninterest ratetheinsurance conpany nay credit for aset period of tine

after you first buy your annuity. The initial rate in sorme contracts rmay be higher than it
will belater. Thisis often caled abonus rate.
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[0 Therenewd rateistherate credited by the conpany after the end of the set time period.
The contract tells how the conpany will set the renewal rate, which nay betied to an
external reference or index.

Minimum Guaranteed Rate

The mininum guaranteed interest rateis the lowest rate your annuity will earn. Thisrateis
stated in the contract.

Multiple Interest Rates

Some annuity contracts gpply different interest rates to each premium you pay or to
premuns you pay during different time periods. Other annuity contracts may have two or
nore accunulated values that fund different benefit options. These accunulated values nay
use different interest rates. You get only one of the accunulated va ues depending on which
benefit you choose.

\What Charges May Be Subtracted from I\/Iy Fixed Deferred
Annuity?

Most annuities have charges related to the cost of |
selling or servicing it. These charges nay be
subtracted directly from the contract value. Ask
your agent or the cormpany to describe the charges i
that apply to your annuity. Sorme exanples of
charges, fees and taxes are:

Surrender or Withdrawal Charges

If you need access to your noney, you may be ableto take all or part of the value out of your
annuity at any time duringthe accunulation period. If you take out part of thevaue, you nay
pay a withdrawa charge. If you take out al of the value and surrender, or terminate, the
annuity, you nmay pay asurrender charge. |In either case, the conmpany nay figure the charge
as a percentage of the value of the contract, of the premuns you've paid or of the anmount
you're withdrawing. The company may reduce or even eliminate the surrender charge after
you've had the contract for a stated number of years. A conpany nmay waive the surrender
charge when it pays a death benefit.

Some annuities have stated terns. When the termiis up, the contract may autometically
expire or renew. You're usualy gven ashort period of time, called awindow, to decide if you
want to renew or surrender the annuity. If you surrender during the window, you won'’t have
to pay surrender charges. If you renew, the surrender or withdrawal charges nay start over.

In some annuities, there is no charge if you surrender your contract when the conyany’s
current interest rate falls below a certain level. This may e called a bail-out option.
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In a multipleporemum annuity, the surrender charge may apply to each premum paid for a
certain period of time. This nay be caled arolling surrender or withdrawal charge.

Sorme annuity contracts have a market value adjustrment feature. If interest rates are different
when you surrender your annuity than when you bought it, a merket vaue adjustrment nay
neke the cash surrender value higher or lower. Snce you and the insurance conpany share
thisrisk, an annuity with an MNVA feature may credit ahigher rate than an annuity without the
feature.

Be sure to read the Tax Treatnment section and ask your tax advisor for informetion about
possible tax penaties on withdrawals.

Free Withdrawal

Your annuity may have a limited free withdrawal feature. That lets you nmeke one or nore
withdrawals without a charge. The size of the free withdrawa is often limted to a set
percentage of your contract value. If you meke alarger withdrawal, you may pay withdrawal
charges. You nmay lose any interest above the minimum guaranteed rate on the anount
withdrawn. Sonme annuities waive withdrawal charges in certain situations, such as death,
confinement in a nursinghome or termnal iliness.

Contract Fee

A contract feeis aflat dollar anount charged either once or annualy.

Transaction Fee

Atransaction fee is a charge per premum payrment or other transaction.

Percentage of Premium Charge

A percentage of premium charge is a charge deducted from each premium pad. The
percentage nay be lower after the contract has been in force for a certain nuner of years or
after total premiurns paid have reached a certain anount.

Premium Tax

Some states charge atax on annuities. Theinsurance conpany paysthistaxtothestate. The
company nmay subtract the anvount of the tax when you pay your premium when you
withdraw your contract vaue, when you start to receive incorme payrments or when it pays a
death benefit to your beneficiary.
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What Are Sone Fixed Deferred Annuity Contract
Benefits?

Annuity Income Payments

One of the most inportant benefits of deferred annuities is your ability to use the value built
up during the accurulation period to gve you a lunmp sum payrment or to nmeke incorme
payments during the payout period. Income paynents are usually made nonthly but you may
choose to receive themless often. The size of inconme paynmentsis based on the accunulated
valueinyour annuity and the annuity’s benefit rate in effect when incorme paynments start. The
benefit rate usualy depends on your age and sex, and the annuity payrment option you
choose. For exanrple, you might choose payrments that continue as long as you live, as long
as your spouse lives or for a set nunmber of years.

Thereis atable of guaranteed benefit rates in each annuity contract. Most conpanies have
current benefit rates as well. The conpany can change the current rates at any tine, but the
current rates can never be less than the guaranteed benefit rates. \When inconme paynents
start, the insurance conany generdly uses the benefit rate in effect at thetineto figurethe
anmpunt of your income paynent.

Cormpanies may offer various incone paynment options. You (the owner) or another person
that you name may choose the option. The options are describbed here as if the payrments are
Mmede to you.

Life Only

The cormpany pays incone for your lifetime. It doesn’t meke any payrments to anyone after
you die. This paynent option usualy pays the highest incorme possible. You might choose it
if you have no dependents, if you have taken care of them through other means or if the
dependents have enough incorme of their own.

Life Annuity with Period Certain

The conmpany pays incone for as long as you live and guarantees to make paynents for a set
nuMboer of yearseven if you die. Thisperiod certainisusually 10or 20years. If you livelonger
than the period certain, you'll continue to receive paynments until you die. If you die during
the period certain, your beneficiary gets regular paynents for the rest of that period. If you
die after the period certain, your beneficiary doesn’t receive any paynents fromyour annuity.
Because the “period certain” is an added benefit, each inconme paynent will be smeller than
in alifeonly option.

Joint and Qurvivor

The company pays income as long as either you or your beneficiary lives. You may choose to
decrease the anount of the paynents after thefirst death. You may also be able to choose to

~
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have payments continue for a set length of tinme. Because the survivor feature is an added
benefit, each income paynment is smeller than in alife-only option.

Death Benefit

INn some annuity contracts, the conany may pay adeath benefit to your beneficiary if you die
before the income payments start. The nost conTron death benefit is the contract value or
the premiurns paid, whichever is nore.

Can My Annuity’s Value Be Different Dgoending on My
Chace of Benefit?

While all deferred annuities offer a choice of benefits, sone use different accunulated vaues
to pay different benefits. For exanple, an annuity nmay use one vaue if annuity payments are
for retirement benefits and a different vaue if the annuity is surrendered. As another exanple,
an annuity may use one value for longtermcare benefits and a different value if the annuity is
surrendered. You can't receive nore than one benefit at the sane tine.

What About the Tax Treatnment of Annuities?

Below is agenerd discussion about taxes and annuities. You
should consult a professional tax advisor to discuss your
individual tax situation.

Under current federd law, annuities receive special tax
treatrment. Inconmetax on annuitiesis deferred, which means
you aren’t taxed on the interest your money earns while it
stays in the annuity. Tax-deferred accunulation isn't the
same as taxdree accunulation. An advantage of tax deferral
is that the tax bracket you're in when you recaive annuity . o e o0 on s For Visonen Y bomnisniio
INcorme paynments may e lower than the oneyou’rein during

the accunulation period. You'll aso be earninginterest on the anount you would have paid in
taxes during the accurmulation period. Most states' tax laws on annuities follow the federd law.

Part of the payrments you receive from annuity will be considered as a return of the premum
you've pad. You won't have to pay taxes on that part. Another part of the payrments is
considered interest you've earned. You rrust pay taxes on the part that is considered interest
when you withdraw the noney. You may aso have to pay a 10% tax penalty if you withdraw the
accunulation before age 592 The Interna Revenue Code also has rules about distributions
after the death of a contract holder.

Annuities used to fund certain enployee pension benefit plans (those under Internal Revenue
Code Sections 401(a), 401(K) , 403(b), 457 or 414) defer taxes on plan contributions as well as on
interest or investment incorme. Within the limits set by the law, you can use pretax dollars to
meke payments to the annuity. VWhen you take noney out, it will be taxed.
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You can aso use annuities to fund traditiona and Roth IRAs under Interna Revenue Code
Section 408, If you buy an annuity to fund an IRA, you'll receive a disclosure statenment
describingthe tax treatnent.

What |s a[Free LookZProvison?

Many states have laws which gve you a set nurmer of daysto look at the annuity contract after

you buy it. If you decide duringthat tirme that you don’t want the annuity, you can return the
contract and get al your noney back. Thisis often referred to as afree look or right to return
period. The free look period should e prominently stated in your contract. Be sure to read m
your contract carefully duringthe free look period.

o
How Do | Know if a Fixed Deferred Annuity Is Right for =2
Me? —

The questions listed below may help you decide which type of annuity, if any, meets your
retirement planning and financial needs. You should think about what your goas are for the
nonNey you may put into the annuity. You need to think about how nuch risk you're willing to
take with the noney. Ask yoursdlf:

— I I [ - [

O

What Quesgtions Should | Ak My Agent or th

- / -

How nmuch retirement inconme will | need in addition to what | will get fromSocia Security
and my pension?

WIII | need that additiona incone only for myself or for myself and sonmeone else?
How long can | leave my noney in the annuity?

When will | need income paynents?

Does the annuity let me get noney when | need it?

Do | want a fixed annuity with a guaranteed interest rate and little or no risk of losingthe e
principa?

Do | want avariable annuity with the potentia for higher earnings that aren’t guaranteed

and the possibility that | nmay risk losing principal?

Or, am| somewhere in between and willing to take some risks with an equity-ndexed

annuity?

erred

g%
Isthis asinge premiumor nultiple premium contract? i B
Is this an equity-indexed annuity? é
What istheinitial interest rate and how longis it \
Quaranteed? \
Does theinitial rate include a lbonus rate and how
nuch is the bonus?
What is the guaranteed mninuminterest rate?

What renewal rateis the company crediting on annuity ,
%

contracts of the same type that were issued last year?
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Are there withdrawal or surrender charges or pendtiesif | want to end my contract early
and take out dl of my noney? How nmuch are they?

Can | get apartia withdrawal without paying surrender or other charges or losing
interest?

Does my annuity waive withdrawal charges for reasons such as death, confinerment in
anursing hore or terminal illness?

Is there amerket value adjustment (MVA) provision in my annuity?

What other charges, if any, may be deducted frommny premiumor contract vaue?

If | pick ashorter or longer payout period or surrender the annuity, will the accunulated
value or the way interest is credited change?

Is there a death benefit? How is it set”? Can it change?

What incorme payment options can | choose? Once | choose a payrment option, can |
change it?

Fina Pontsto Congder

Before you decide to buy an annuity, you should review the contract. Terrmms and conditions
of each annuity contract will vary.

- - / / /

Ask yoursdlf if, degpending on your needs or age, this annuity is right for you. Taking noney
out of an annuity may mean you nust pay taxes. Also, whileit’s sonmetines possibleto transfer
the value of an older annuity into a new annuity, the new annuity may have a new schedule of
charges that could mean new expenses you rust pay directly or indirectly.

You should understand the longterm nature of your purchase. Be sure you plan to keep an
annuity long enough so that the charges don't take too nuch of the nmoney you put in. Be sure
you understand the effect of al charges.

If you're buying an annuity to fund an IRA or other tax-deferred retirement progam, be surethat
you're gigble. Also, ask if there are any restrictions connected with the program

Rermenmber that the quality of service that you can expect fromthe cormpany and the agent is a
very important factor in your decision.

When you receive your annuity contract, READ IT CAREFULLY! Ask the agent and cormpany for
an explanation of anythingyou don’'t understand. Do this before any free look period ends.

Conpare information for similar contracts from several conpanies. Cormparing products may
help you meke a better decision.

If you have a specific question or can’t get answers you need fromthe agent or conpany, contact
your state insurance department.
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Appendix |
Equity- ndexed Annuities

This appendix to the Buyer’s Guide for Fixed Deferred Annuities will focus on equity-ndexed
annuities. Like other types of fixed deferred annuities, equity4ndexed annuities provide for
annuity income paynents, death benefits and tax-deferred accunulation. You should read the
Buyer’'s Guide for genera information about those features and about provisions such as
withdrawal and surrender charges.

What Are Equity- ndexed Annuities?

An equity4ndexed annuity is afixed annuity, either inmmediate or deferred, that earns interest or
provides benegfits that are linked to an external equity reference or an equity index. The vaue of
theindex mght betiedto astock or other equity index. One of the most conmonly used indices
is Sandard & Poor’s 500 Conposite Sock Price Index (the S&P 8500) 1, which is an equity index.
The value of any index varies fromday to day and is not predictable. (Note: SP 500 is aregstered
trademerk of the McGraw-Hill Conpanies, Inc.; used with permission.)

When you buy an equity-indexed annuity you own an insurance contract. You are not buying
shares of any stock or index.

Whileinmmediate equity-indexed annuities may e available, this appendix will focus on deferred
equity-4ndexed annuities.

How Are They Different fromOther Fixed Annuities?

An equity-4ndexed annuity is different from other fixed annuities because of the way it credits
interest to your annuity’svaue. Sormre fixed annuities only credit interest calculated at arate set
in the contract. Other fixed annuities also credit interest at rates set fromtime to time by the
INsurance conpany. Equity-4ndexed annuities credit interest using a fornmula based on changes
in the index to which the annuity is linked. The formula decides how the additional interest, if
any, is caculated and credited. How nuch additionda interest you get and when you get it
depends on the features of your particular annuity.

Your equity4ndexed annuity, like other fixed annuities, aso promises to pay amnimuminterest
rate. Theratethat will be applied will not beless than this mnimumguaranteed rate evenif the
indexdinked interest rate is lower. The vaue of your annuity also will not drop below a
guaranteed mninumMm For exanple, many singe premium contracts guarantee the mininum
value will never be less that 90 percent of the premiumpaid, plus at least 3% in annual interest
(less any partia withdrawals). The guaranteed vaueis the mnimumanount available duringa
termfor withdrawas, as well as for sorme annuitizations (see “Annuity Incorme Payrments”) and
death benefits. The insurance cormpany will adjust the value of the annuity at the end of each
termto reflect any index increases.
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What Are Somre Eauitydndexed Annuity Contract
Features?

Two features that have the geatest effect on the!
anount of additional interest that may becreditedtoan |
equity-indexed annuity aretheindexingmethod andthe '« & =
participation rate. It is inmportant to understand the & . w. wes

<o 255
features and how they work together. The following %5, 38 SERERS
. . . . i gL O AT S
describes sonme other equity-indexed annuity features o w9 *“‘“ S‘\‘i»;;\“g:ﬂ“\ |«
. . T u L) et
that affect the indexdinked fornmula. R Lhs Mok

1
s o LS
Ll -

o

Indexing Method

The indexing method means the approach used to measure the anount of change, if any, in
theindex. Sorre of the nmost conon indexing methods, which are explained nore fully later
on, include annual reset (ratcheting) , high-water mark and pointto-oint.

Term

The index term is the period over which indexdinked interest is calculated; the interest is
credited to your annuity at theend of aterm Terns are generdly fromoneto ten years, with
SiX or seven years being most conrron. Sone annuities offer sinde terms while others offer
nultiple, consecutive terms.  If your annuity has multiple terns, there will usualy be a
window at the end of each term, typically 30 days, during which you nmay withdraw your
noney without penaty. For instalment premum annuities, the paynment of each premum
may beghn anew termfor that premum

Participation Rate

The perticipation rate decides how nmuch of the increase in the index will be used to
calculated indexdinked interest. For exanyle, if the calculated change in the index is 9% and
the participation rate is 70%, the indexdinked interest rate for your annuity will be 6.3% (9% x
70% =6.3%). A conpany nay set a different participation rate for newly issued annuities as
often aseach day. Therefore, theinitia participationrate in your annuity will depend on when
it is issued by the cormpany. The conany usualy guarantees the participation rate for a
specific period (fromoneyear totheentireterm). When that period is over, the conmpany sets
anew participation rate for the next period. Sorme annuities guarantee that the participation
rate will never be set lower than a specified mninumor higher than a specified maxinum

Cap Rate or Cap
Some annuities may put an upper limit, or cap, on the indexdinked interest rate. Thisis the

mexinmumrate of interest the annuity will earn. Inthe exanple gven above, if the contract has
a 6% cap rate, 6%, and not 6.3%, would be credited. Not all annuities have a cap rate.
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Floor on Equity-Indexed Interest

Thefloor is the mninumindexdinked interest rate you will earn. The nmost conrron floor is
0%. AO% floor assuresthat even if theindex decreases in value, the indexdinked interest that
you earn will be zero and not negative. Asin the case of a cap, not all annuities have a stated
floor on indexdinked interest rates. But in al cases, your fixed annuity will have amninum
Quaranteed vaue.

Averaging

INn some annuiities, the average of an index’s value is used rather than the actua vaue of the
index on a specified date. The index averagng may occur at the begnning, the end, or
throughout the entire term of the annuity.

Interest Compounding

Some annuities pay sinpleinterest duringan index term That means indexdinked interest is
added to your orignal premiumanount but does not cormpound duringtheterm Others pay
compound interest during a term which means that indexdinked interest that has already
been credited also earns interest inthe future. In either case, however, the interest earned in
onetermis usually compounded in the next.

Margin/Spread/Administrative Fee

In sorme annuities, the indexdinked interest rate is conputed by subtracting a specific
percentage fromany calculated change in the index. This percentage, sonmetinmes referred to
as the “margn,” “spread,” or “administrative fee,” might be instead of, or in addition to, a
participation rate. For exanple, if the calculated change in the index is 10%, your annuity
might specify that 2.25% will be subtracted from the rate to determine the interest rate
credited. Inthisexanple, therate would be 7.75% (10% -2.25% =7.75%) . Inthis exanple, the
company subtracts the percentage only if the change in the index produces apositive interest
rate.

Vesting
Some annuities credit none of the indexdinked interest or only part of it, if you take out al

your nmoney beforethe end of theterm The percentage that is vested, or credited, generdly
increases as the termcormes closer to its end and is always 100% at the end of theterm
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How Do the Conmron | ndexing Methods Differ?
Annual Reset

Indexdinked interest, if any, is determned each year by conmparingthe index value at the end of
the contract year with theindex value at the start of the contract year. Interest is added to your
annuity each year duringthe term

High-Water Mark

The indexdinked interest, if any, is decided by looking at the index vaue at various points
during the term, usually the annual anniversaries of the date you bought the annuity. The
interest is based on the difference between the highest index vaue and the index value at the
start of theterm Interest is added to your annuity at the end of the term

Low-Water Mark

The indexdinked interest, if any, is determned by looking at the index value at various points
during the term, usualy the annual anniversaries of the date you bought the annuity. The
interest is based on the difference between the index value at the end of the term and the
lowest index value. Interest is added to your annuity at the end of the term

Point-to-Point

Theindexdinked interest, if any, is based on the difference between the index value at the end
of the termand the index value at the start of the term Interest is added to your annuity at
the end of the term

What Are Sone of the Features
and Trade-Offs of Different
| ndexi ng Methoads?

Generally, equitydindexed annuities offer preset | @
combinations of features. You nay have to meke trade-
offs to get features you want in an annuity. This means
the annuity you chose may aso have features you
don’t want.
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Features

Annual Reset

Snce the interest earned is “locked in” annually and the index value is “reset” at the end of
each year, future decreases in the index will not affect the interest you have aready earned.
Therefore, your annuity usingthe annual reset method nay credit noreinterest than annuities
using other methods when the index fluctuates up and down often during the term  This
design is nore likely than others to gve you access to indexdinked interest before the term
ends.

High-Water Mark

Snce interest is calculated using the highest value of the index on a contract anniversary
during the term this design nay credit higher interest than sorme other designs if the index
reaches a high point early or in the mddle of the term then drops off at the end of the term

Low-Water Mark

Snceinterest is calculated usingthe lowest value of the index prior to the end of theterm this
design may credit higher interest than sorme other designs if the index reaches a low point
early or in the mddle of the termand then rises at the end of theterm

Point-to-Point

Snce interest cannot be calculated before the end of the term, use of this design may permit
ahigher participation rate than annuities using other designs.

Trace-Offs

Annual Reset

Your annuity’s participation rate nay change each year and generally will be lower than that
of other indexing methods. Also an annua reset design may use a cap or averagng to limit
the tota aount of interest you mgnt earn each year.

High-Water Mark

Interest is not credited until the end of the term  In some annuities, if you surrender your
annuity before the end of the term you may not get indexdinked interest for that term  In
other annuities, you may receive indexdinked interest, based on the highest anniversary vaue
to date and the annuity’s vesting schedule. Also, contracts with this design may have alower
participation ratethan annuities usingother designs or may useacaptolimt thetota anount
of interest you magnt earn.
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Low-Water Mark

Interest is not credited until the end of theterm With some annuities, If you surrender your
annuity before the end of the term you may not get indexdinked interest for that term In
other annuities, you may receive indexdinked interest based on a conparison of the lowest
anniversary value to date with the index value at surrender and the annuity’s vesting
schedule. Also, contracts with this design may have alower participation rate than annuities
using other designs or nay use a cap to limit the total anount of interest you mignt earn.

Point-to-Point

Snceinterest is not credited until the end of the term, typically six or seven years, you may
not be able to get the indexdinked interest until the end of theterm

What |sthe lmpact of Sone Other Equity- ndexed Annuity
Product Features?

Cap on Interest Earned

While a cap limits the amount of interest you mignt earn each year, annuities with thisfeature
may have other product features you want, such as annua interest crediting or the ability to
take partia withdrawals. Also, annuitiesthat have acap nmay have ahigher participation rate.

Averaging

Averagng at the begnning of a term protects you from buying your annuity at a high point,
which would reduce the ammount of interest you might earn. Averagng at the end of the term
protects you against severe declines in the index and losing indexdinked interest as a result.
On the other hand, averagng may reduce the armount of the indexdinked interest you earn
when the index rises either near the start or at the end of theterm

Participation Rate

D" The participation rate may vary geatly from one annuity to another and fromtime to time

within a particular annuity. Therefore, it is inportant for you to know how your annuity’s
participation rate works with the indexing method. A high participation rate may e offset by
other features, such assinpleinterest, averagng, or a pointtofoint indexingnmethod. Onthe
other hand, an insurance cormpany nmay offset a lower participation rate by aso offering a
feature such as an annual reset indexing method.
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Interest Compounding

It isimportant for you to know whether your annuity pays conpound or sinple interest during
aterm Whileyou may earn less froman annuity that pays sinpleinterest, it nay have other
features you want, such as a higher participation rate.

What Wil It Cogt Me to Take My Money Out Before the
End of the Tern+? N

INn addition to the informeation discussed in this Buyer’s Guide about surrender and withdrawal q)
charges and free withdrawals, there are additional considerations for equity-4ndexed '_l:
annuities. Some annuities credit none of the indexdinked interest or only part of it if you take o
out Noney before the end of the term The percentage that is vested, or credited, generally

increases as the termcormes closer to its end and is always 100% at the end of theterm

Are Dividends Induded in the | ndex?

Depending on the index used, stock dividends may or may not beincluded in theindex’'svaue.
For exanple, the SAP 500is astock priceindex and only considers the prices of stocks. It does
not recognize any dividends paid on those stocks.

How Do | Know if an Equity- ndexed Annuity is Rigt for
Me? “ )

The questions listed below may help you decide which
type of annuity, if any, meets your retirement planning
and financial needs. You should consider what your
goals are for the money you may put into the annuity.
You need to think about how nmuch risk you're willing
to take with the noney. Ask yourself:

0 Amlinterested in avariable annuity with the
potentia for higher earnings that are not
quaranteed and willingto risk losing the principal ?

Equity-Indexed Ann

[l Isaguaranteed interest rate moreinyportant to me, with little or no risk of losingthe
principa?

0 Or, aml somewherein between these two extrenmes and willing to take sorme risks?

© 1990, 2007 Nationd Assodaion of [naurance Conmissoes 1



ty-Indexed Annuities

1

-
o

Buyer’s Guide to Fixed Deferred Annuities...

How Do | Know Which Eauity-l ndexed Annuity is Best for
Me?

As with any other insurance product, you nust carefully consider your own personal situation
and how you feel about the choices available. No singe annuity desigh may have dl the
features you want. It isinportant to understand the features and trade-offs available so you
can choose the annuity that is right for you. Keegp in mind that it may be misleading to
compare one annuity to another unless you conyare al the other features of each annuity.
You nmust decide for yourself what combination of features nekes the nost sense for you.
Also remener that it is not possible to predict the future behavior of an index.

Questions You Should Ak Your Agent or the Company

You should ask the following questions about equity-indexed annuities in addition to the
questions in the Buyer’s Guide to Fixed Deferred Annuities.

How longis the tern??

What is the guaranteed mninuminterest rate?

What is the participation rate? For how longis the participation rate guaranteed?

Is there a mninumM participation rate?

Does ny contract have an interest rate cap? What is it?

Does ry contract have an interest rate floor? What isit?

Is interest rate averagng used? How does it work?

Is interest cormpounded during atern?

Isthere armargn, spread, or administrative fee? Is that in addition to or instead of a
participation rate?

What indexing method is used in my contract?

What arethe surrender charges or pendtiesif | want to end nmy contract early and take out
al of my nmoney?

Can | get apartial withdrawa without paying charges or losinginterest”? Does ny contract
have vesting? If so, what istherate of vesting?

Fina Pontsto Congder

Remener to read your annuity contract carefully when you receive it. Ask your agent or
insurance corrpany to explain anything you don’'t understand. If you have a specific
conplaint or can’t get answers you need from the agent or conyany, contact your state
iNnsurance departnment.

/ - I I s s |
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