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1. 3 If a lot of annuitants were to live longer than expected, the company paying “straight life”, 

(lifetime benefits) would be paying longer than expected. 

2. 3 An immediate annuity is one in which benefits are paid from 1 month to 1 year of purchase. 

3. 3 This is a deferred annuity because premiums started over one year from purchase.  It is also a 

fixed annuity because it is paying a fixed rate of interest. 

4. 3 In order to come out ahead financially when receiving a pure life annuity, the annuitant 

would have to live to their life expectancy or beyond. 

5. 2 The health of an annuitant is not a factor in determining the payout amount.  Age, gender and 

refund option are the determining factors. 

6. 2 Once an annuity payout option is selected, it almost always cannot be changed. 

7. 2 If you surrender an annuity in the early years after purchase, the company will impose a 

surrender charge.  This will cover the expenses incurred in the issue of the annuity. 

8. 3 Distributions from an annuity are taxed on a LIFO (last in-first out) basis, plus 10% if it 

occurred before age 59 ½.  The gains are always taken out first. 

9. 2 All annuities share in the tax-deferred growth feature.  The gains are taxable when 

withdrawn, but grow tax deferred. 

10. 3 The owner controls the annuity, names the beneficiary and makes changes.  But benefits are 

paid to the annuitant, based on their age and gender. 

11. 3 Variable and fixed annuities have a feature that will pay to the beneficiary, the amount of 

premiums paid or the current value – whichever is larger. 

12. 4 If a client is looking for income for only a stated period and not a lifetime, they can buy a 

“period certain” annuity.  Like the lottery, this will assure income for a period-but not beyond. 

13. 1 The pure life or life annuity will pay the most per month, but any remainder money in the 

account will be forfeited back to the company at death. 

14. 3 A payment that will last until the second of two beneficiaries is called “joint and survivor” 

settlement option. 

15. 2 Annuity payouts are based on the age and gender of the annuitant.   Since females live longer 

than males of the same purchase age, Kirby would receive a larger payment per month (but 

probably for fewer months). 

16. 3 A life income with period certain will pay – a life income (which can’t be outlived), and an 

additional promise of a refund of remaining funds, if it had not all been paid out by death. 

17. 1 The primary advantage of a variable annuity is that the separate account can grow the value of 

the annuity.  It can also lose value. 

18. 3 The variable annuity separate account is being invested during the payout years, so can 

provide an increasing income during the payout years.  It can become a “hedge against 

inflation”. 

19. 2 The Equity Indexed Annuity (EIA) is credited with growth based on the S&P 500 index.  It 

will go up and down, based on the overall S&P 500 index. 



20. 1 Only the life insurance policy will pay benefits.  The life only annuity stops at the death of the 

annuitant. 

21. 3 This is a joint and survivor annuity, because it pays to the last death of two annuitants. 

22. 2 During the payout of a variable annuity, the amount paid depends on the relationship to a 

target rate, called the Assumed Interest Rate (AIR).  Whenever the actual earnings are more 

than the AIR, the income goes up.  If the actual earnings are less than the AIR, the income 

goes down. 

23. 3 A variable annuity cannot make any guarantee of income.  That depends on how the stock 

market does.  The chance is that it will exceed fixed payouts. 

24. 2 The cash refund annuity will pay back to the beneficiary any difference between the amount 

in the annuity, minus what had already been paid out, in a lump sum payment. 

25. 1 The beneficiary will only receive the $6,000 difference between what was paid out and the 

promised $30,000.  The annuitant had received $200 per month x 12 months = $2,400 per year 

for 10 years.  A total of $24,000 was paid out, so payments continue until an additional $6,000 

is paid out. 

26. 2 Any policy loans (from life insurance or annuities) incur interest until they are repaid, CDSC 

or front-end charges and more – but do not include an accidental death benefit. 

27. 3 An annuity certain annuity will only pay for the stated period – not a lifetime (like an annuity 

payout). 

28. 4 Annuities incur M & E charges, annual administrative charges, and investment manager’s fee 

(in VL). 

29. 3 A fixed annuity is deposited into the general account (so it grows guaranteed) instead of a 

separate account (which has growth potential, but no guaranteed growth). 

30. 3 A personal who owns a variable annuity may surrender it anytime, elect a paid-up immediate 

annuity, or deferred paid-up annuity.  They cannot convert it to a life insurance policy or, 

specifically, in this example – an extended term policy. 

 


