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 Fixed

e Variable
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Income tax deferred until
withdrawals

Annuities are insurance
products generally
protected from claims of
creditors (however,
distributions may be
garnished)

Guarantee is only as strong
as the issuer (insurance
company)
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e Normally for the rest of
your life, or the life of
your spouse (survivor
benefit)

e |f you die, minimum
guaranteed amount
payable on death
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e Gains are ordinary income
vs. capital gains

Income in respect of
decedent, similar to IRA’s or
Retirement Plans

e Taxable portion of
withdrawals prior to age

59 % subject to 10% excise
tax
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only on the taxable portion of the withdrawal
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Mortality & expense risk, or
M&E fees average 1.41% +

Underlying mutual fund
fees and maintenance fees
average 1.52% +

Total annual fees often
exceed 3%

7% to 10% surrender
charges during the first 3 to
10 years are common
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e All gains are ordinary

e No step up in basis on
death of annuitant

 Ordinary loss
deduction, Line 14,
Form 1040, Rev.Rul. 61-
201, 1961-2 C.B. 46.
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No sales commission or surrender charges!

Low Cost producers: &E

M&E=insurance expense. Industry average is 1.41%
Source: Morningstar (VARD)
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