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REVIEW YOUR CONTRACT CAREFULLY
As with any insurance product, always review the 
contract and be sure you understand the terms
and conditions, as these will vary from contract to 
contract. Ask your agent and/or company for an 
explanation for anything you do not understand. 
Do this before any free look period ends. This 
period gives you a set number of days to look at 
the annuity contract after you buy it. If you decide 
during that time that you do not want the annuity, 
you can return the contract and get your
money back. 

TAX TREATMENT OF ANNUITIES 
You should consult a professional tax advisor to 
discuss your individual tax situation. 



Indexed Annuity: Indexed annuities, also known 
as equity-indexed and fixed-indexed insurance 
products, have characteristics of both fixed and 
variable annuities. It is a way to balance the risks and 
rewards, carrying lower risks than variable annuities 
and higher income potential than fixed annuities. 
The interest rate won’t sink below a preset amount. 
But the rate is also tied to a specified index, such 
as a stock market index, and can rise higher than 
a fixed annuity. The trade-off is that this kind of 
annuity also has higher costs and fees than a fixed 
annuity. The methods used for calculating the 
interest are very complex.

PREMIUM PAYMENTS
There are two types of payments the annuitant can 
make into one of the above described annuities.

Single Premium: one lump sum payment.
Periodic (Flexible) Premiums: multiple payments.

ANNUITY PAYOUT OPTIONS
An annuity is purchased to provide current or future 
systematic income payments. The following are 
common payout options:

Deferred Annuity: For this type of annuity the 
investor receives payments in the future, usually at 
retirement.

Lifetime Annuities: This payment option guarantees 
an income stream for the investor’s lifetime. In 
some contracts, the lifetime annuities allow for a 
beneficiary to receive payments after the annuitant’s 
death. The amount of the payment will be based on 
the health and age of the annuity holder.

Fixed-Period Annuities: An example of a
fixed-period annuity, also known as a term-certain 
annuity, is a lottery prize. In many cases, lottery 
winners can elect to receive their windfall as an 
annuity. Those payments are spread out over a fixed 
period, typically 20 or 30 years. With these annuities, 
the age and health of the annuity holder do not 
affect the amount of the payments.

WHAT IS AN ANNUITY?
An annuity is a contract where an insurance 
company makes a series of income payments 
at regular intervals in return for a premium or 
premiums paid by the annuitant. The annuitant is 
the insured/investor in the annuity.

IS AN ANNUITY RIGHT FOR YOU?
You should think about what your goals are for 
the money you may put into the annuity, as well as 
how much risk you are willing to take. Make sure 
you fully understand the product being offered, 
the fee structure, your investment time horizon 
and potential alternatives before you make the 
purchase. Ask yourself the following questions:

• How much retirement income will you need in addition  
 to what you will get from Social Security and pension?

• Will you need that additional income only for yourself  
 or for yourself and others?

• How long can you leave money in the annuity and does  
 the annuity let you take out money when you need it?

• Is this a single premium or multiple premium contract?

• For a fixed annuity, what is the initial interest rate and  
 how long is it guaranteed?

• Can I get a partial withdrawal without paying surrender  
 or other charges and is there a death benefit?

TYPES OF ANNUITIES
Fixed Annuity: This is the option with the
least risk and most predictability. Fixed annuities 
come with a guaranteed set interest rate that 
doesn’t vary beyond the terms of the contract. 
Sometimes the interest rate will reset after a 
predetermined number of years. Check your 
contract to determine if the interest rate can reset.

Variable Annuity: The variable annuity comes 
with more risks and potentially higher rewards.  
The interest rate of variable annuities is tied to 
an investment portfolio. Payments from variable 
annuities can increase if the portfolio does well, but 
they can also decrease if the investments
lose money.

Annuities are among the most complex and 
misunderstood financial products you can buy. 
Investors are taking a closer look because they 
are the only way, outside of Social Security and 
pensions, to assure a lifetime flow of income in 
retirement.

This brochure is an overview of some important 
information that will help you if you are 
considering purchasing an annuity. If you 
have any questions about the annuity product 
being offered, please contact The West 
Virginia Offices of the Insurance Commissioner 
Consumer and Claims Services Division toll-
free at 888-TRY-WVIC. If you have questions 
regarding investment advice or the suitability of 
the investment, please contact the West Virginia 
State Auditor’s Office, Securities Commission toll-
free at 888-SAIF-WVA.
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