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Solving Problems in Corporate America: 

 Find out what happened.

 Define the problem and get agreement on what went wrong.

 Inventory and acquire resources and define a solution.

 Present a plan that permanently solves the problem and get
agreement on the solution.

 Hold decision makers and those responsible for implementing the
solution accountable.

 Monitor implementation and communicate reassurance to the
decision makers that the problem is permanently resolved.



5 STEP SALES PROCESS 

 STEP 1: FACT FINDER - Find out what happened.

 STEP 2: PROBLEM SALE - Define the problem and get agreement
on what went wrong.

 CASE PREP - Inventory and acquire resources and define a solution.

 STEP 3: SOLUTION SALE - Present a plan that permanently solves
the problem and get agreement on the solution.

 STEP 4: PRODUCT EXPLAINATION – Explain how your developed
the solution and get understanding and agreement.

 STEP 5: CLOSE - Hold decision makers and those responsible for
implementing the solution accountable.

 RETENTION - Monitor implementation and communicate
reassurance to the decision makers that the problem is permanently
resolved.





SELLING AGAINST VARIABLE ANNUITIES 
 
Selling against variable annuities (VA) is a very simple process but may require a substantial 
time investment. This training module will provide you an explanation of the basic VA 
components and how to compare them to a fixed indexed annuity (FIA). Please also refer to the 
supplemental materials, “Questions Every Client Should Ask Their Broker about Their Variable 
Annuity” and the “Variable Annuity vs. Fixed Indexed Annuity Comparison Sheet”. 

 
 

VA COMPONENTS 
 
A variable annuity has two major components, the account value and policy riders. 

 
Account Value 

 
The account value is comprised of the sum of the sub-account values. Sub accounts include 
various cash, treasury, and variable accounts. The most common sub accounts are bond and 
stock mutual funds. 

 
Income Rider(s) 

 
Most VA’s have at least one income rider option but many have three or more. Almost all VA 
income riders provide an anniversary date reset based on the Account Value and many of them 
also provide an underlying guaranteed step-up (i.e. 5%). 

 
Death Benefit Rider(s) 

 
VA’s may pay the original premium or the account value, whichever is greater, as a death 
benefit by default and provide optional death benefit riders that will step-up the death benefit. 
Death benefits can be stepped-up to the highest anniversary based account value and/or based 
on an underlying guaranteed annual step-up (i.e. 5%).  The death benefit may also be the 
account value even if lower than the initial premium.



WHAT YOU NEED TO KNOW 
 
Unless the sale is unsuitable, you should rarely lose an FIA sale when competing against a VA if 
you follow the steps below. 

 
Know What the Client Wants 

 
There are the two questions we always ask, “Where is your money?” and “What do you want it 
to do for you?” The second question is very important when selling against VA’s. Any answer 
skewed towards safety and guarantees can be the ammunition you use to sell fixed annuities. 
Remember, we are not product pitchers but instead we offer solutions. If you don’t know what 
the client’s wants and needs are then your presentation will become meaningless. A good fact 
finding session is critical to discovering your client’s needs. 

 
Know Your Product 

 
You must know every single detail about your FIA! That means reading and understanding 
every single piece of literature on your product including disclosure statements. Do not just 
rely on consumer brochures for your information. We are always amazed and disappointed 
when an agent calls us to ask questions about the annuity they are selling and they have not 
read the materials (including every line on the product disclosures) already provided. One 
word, “lazy”! You will never get spoon fed everything you need to know so you might as well 
get in the habit of reading. 

 
Know Your Competition 

 
It is not unusual for a VA insurance company to have many different VA’s with very similar but 
different names. In addition, VA’s can have different classes. Class “A” annuities are front 
loaded with “transaction fees” that vary depending on the amount of the premium and usually 
range from 2.5% to 5% in addition to broker commissions. Class “B”, “C”, “D”, etc, have 
surrender charges lasting from 3-5 years up to around 7%. Also, each VA can have numerous 
income and death benefit riders. We have seen carriers with six different VA’s, each with four 
class options, seven different income riders, and four different death benefits. 

 
With all of these products and options, it is critical to know exactly what you are up against. 
Before you present any solution or product it is vital you take your client through the 



Use the “Questions Every Client Should Ask Their Broker about Their Variable Annuity” 
handout for the following reasons. 

   So you can make recommendations with due diligence. It’s easy to say that the FIA is 
always better than the VA so the details don’t matter but that is just not true. Even if 
the FIA is better for the client the transfer may not be suitable. 

   If you don’t know your competition’s product, who does? The broker? Maybe, maybe 
not. We have worked with way too many prospects that have been misinformed about 
their VA by their broker. Knowing the VA you are up against can be a good way to 
expose the ignorance of your competition but at the very least you need to know every 
detail about the VA to compete against it. 

   So your client is not confused. In most cases, when FIA’s are contrasted to VA’s our 
clients will chose the product that it right for them.  Remember, “We don’t sell 
annuities, people buy them from us.” Knowing the details about the VA is simply for the 
purpose of making sure the client understands what they are being presented by their 
broker. If the client is confused they will not be able to make a logical decision and will 
not be able contrast the benefits of both products. 

 
The easiest way to learn about your competition is by finding and studying the prospectus. 
Fortunately for us, the prospectus on variable products is considered public information. For 
this reason, you can find the prospectus and the historical performance of any VA online. 
Using your favorite internet search engine, do a search for the name of the product. 

 
As stated before, you must know the exact name of the product and its class so you can be sure 
you are searching for the correct prospectus. The VA prospectus is usually between 400 and 
1,000 pages long but it can usually be broken down into no more than 40 pages. The vast 
majority of a prospectus consists of repetitive disclosures, sub-account details, warnings about 
risk, and information on taxes.  Obviously it is better to find the pages you need prior to 
printing. 

 
Here are the pages of the prospectus you need to print out. 

 
 

   Fees Summary: Usually within the first forty pages there will be one or a few pages that 
disclose all of the fees contained in the VA.  Fee declarations will be repeated 
throughout the prospectus but all you need are the pages that summarize the fees. 
Look at the fees listed in the “Questions Every Client Should Ask Their Broker about 
Their Variable Annuity” handout so you know what you are looking for. 



   Income and Death Benefit Rider Disclosures: Depending on the number of income and 
death benefit riders the VA has this section can be 10-40 pages.  Print out the 
disclosures that explain every rider available for the VA. 

   Performance Chart: Usually on a separate web page from the prospectus you will find a 
downloadable performance chart for all of the VA sub-accounts.  Do not cherry pick 
your date selection when producing this report. Simply use the current date and make 
sure, if possible, that the report includes YTD, one year, three year, five year, 10 year, 
and performance results since inception. Sometimes you will have the choice of 
producing a report with or without fees. Use the report that displays results before fees 
if possible so you can make sure fees are not counted twice. 

   The Fine Print: If you know what your prospect wants then you also know what they 
don’t want. For example, your prospect might like VA’s because they are under the 
impression that they will have many investment choices from the numerous sub- 
accounts. Language in the VA contract may state that the VA insurance company 
reserves the right to discontinue sub-accounts, refuse transfer requests, and limit what 
sub-accounts the prospect may invest in if they choose certain income or death benefit 
riders. It is very important that you scan the prospectus for language like this so you can 
point it out to your prospect. 

 
 

HOW TO SELL AGAINST A VARIABLE ANNUITY 
 
Assuming you have done everything we have recommended up to this point, the steps below 
should provide you a clear process for selling against VA’s. 

 
Prospectus 

 
Divide the prospectus pages into three separate sections. 

 
Summary of Fees. 
Descriptions of the riders the prospect has selected or has been recommended. 
Miscellaneous pages of interest. 

 
Highlight all of the fees with a light red or pink marker and all other relevant details about 
disclosures and riders with a yellow marker. This will make it easier for you to find the 
information and for the client to follow along. 



Performance Chart 
 
In addition to the prospectus you may want to use the performance chart as a handout. 
Obviously, if we are in the middle of a stock market boom the performance chart might not 
fully illustrate the risk associated with VA’s. For this reason using the VA performance chart will 
be a judgment call.  In most cases, however, if you look at the 10 year performance of the VA 
sub accounts and subtract fees you may find performance that is too much different, and in 
many circumstances much worse, than an FIA. 

 
Contrast the Details 

 
Your final step is to make a chart, spreadsheet, or some kind of list that compares the 
differences between the VA and the FIA.  Some of these steps might be redundant but 
repetition is used to drive home the costs and risks associated with VA’s. See the “Questions 
Every Client Should Ask Their Broker about Their Variable Annuity” handout for a list and 
description of VA fees. Once all the details about the VA are known use the “Variable Annuity 
vs. Fixed Indexed Annuity Comparison Sheet” to contrast these products for your prospect. 

 
The categories you should use to contrast VA’s and FIA’s are, but are not limited to: 

 
Start-Up Fees: 

 
VA start up fees include broker and transaction fees (class “A” VA’s) which combined can be as 
high as 7% or more while FIA’s have no start up fees. With FIA’s one hundred percent of the 
prospects premium starts working for him day one. 

 
Ongoing Fees: 

 
VA’s have numerous ongoing mandatory and optional fees that when added together can be 
over 3% per year. FIA’s are usually limited to one fee for an optional income rider. The FIA 
income rider fee is usually well below 1%. 

 
Bonus: 

 
As of this writing VA’s may have bonuses ranging from 1 to 6%. FIA’s may have bonuses of 10% 
or more. A bonus on a VA will usually be companioned with higher fees which affect increase 
potential losses and decrease potential gains. FIA’s with bonuses are usually accompanied with 
crediting strategies that underperform compared to FIA’s without bonuses. 



Early Withdrawal Fees: 
 
As previously mentioned, class “A” VA’s do not have early withdrawal charges because all of the 
fees are paid up front (up to 7% or more including broker fees). All other classes of VA’s have 
early withdrawal charges of up to 7% or more and for as long as seven years. FIA’s generally 
have higher surrender charges than VA’s. Make sure you are not including bonus recoupment 
when comparing surrender fees. 

 
We always disclose FIA surrender charges but for our clients they require little consideration. 
That is because we leave enough of the client’s money outside of the FIA for emergencies. That 
way there is a very small chance the client would need to have access to their money beyond 
what their emergency money account and their FIA penalty free withdrawal would provide. 
The best way to contrast this is to remind the prospect that VA’s have mandatory account value 
fees whereas FIA’s have no mandatory account value fees as long as the prospect does not 
access more than their penalty free withdrawal. 

 
First Year Account Value (Assuming No Growth): 

 
For example, if your prospect is investing $100,000 and the first year fees for the VA are equal 
to 7% their “guaranteed” yearend account value (assuming no growth) would be $93,000. If 
the FIA you are recommending has a 10% bonus and a 3% fixed account the guaranteed 
yearend account value (assuming no growth) would be $113,000. You might point out to your 
prospect that the FIA provides a guaranteed extra $20,000 yearend account value. You might 
ask the prospect, “How well would the VA have to perform to catch up and exceed the FIA?” 

 
Caps on Growth: 

 
VA’s have no caps on growth and FIA’s do, right? That is what brokers like to say but this 
statement could not be farther from the truth. VA’s limit growth through the following 
mechanisms. 

 

   Diversification - A broker will often talk about unlimited growth and diversification in 
the same sentence.  The truth is that diversification is used by brokers to limit the 
client’s risk of loss but diversification also limits the potential for gain.  For example, if 
the broker put all of his client’s money into a high risk growth fund you increase the 
chance of both gain and loss. If a broker diversifies his client’s money by spreading their 
funds amongst bonds, value funds, and growth funds he lowers the risk of loss but also 



lowers the opportunity for gain. Brokers conveniently overlook this point when 
comparing VA’s to FIA’s. 

   Fees - We have a word for fees in the FIA business. They are called spreads. The 
difference between a spread and a fee is that a spread only gets applied to a gain in the 
account value. A fee gets applied to a gain or loss in the account value. The bottom line 
is that both fees and spreads limit growth and VA’s have fees. 

   Sub-Account Restrictions - VA’s limit investment decisions in two ways. First, you can 
only invest in the sub-accounts the insurance company makes available within the VA. 
In this way VA’s and FIA’s are very similar because FIA insurance companies only have so 
many crediting strategies for the client to choose from. The second way VA’s limit the 
client’s investment decisions is by restricting what sub-accounts they can choose from if 
they purchase optional income and/or death benefit riders. It is very common, for 
example, that an insurance company will require a VA policy holder to have 25% of their 
funds in bond and treasure funds if they select an income or death benefit rider that 
provides a step-up based on the performance of the account value. The broker may use 
an illustration that shows how market growth can positively impact the value of income 
or death benefit account values but if there is due diligence he would also need to 
emphasize that the restricted sub-accounts choices will not only reduce the chance of 
those riders being “stepped-up” but will also limit the potential growth of the account 
value. 

 
Caps on Losses: 

 
VA’s have no caps on account value losses. FIA’s provide a minimum guaranteed growth that 
will never be less than the premiums deposited if the FIA is held to maturity. Some FIA’s also 
have return-of-premium riders that guarantee the return of the client’s premium at any time 
upon request without surrender fees. 

 
Income Riders: 

 
VA income riders at a minimum provide a market performance step-up based on the policy 
anniversary date account value. In addition to market performance, some income riders 
provide a guaranteed step-up based on a simple interest calculation (usually no more than 6% 
of the principle). FIA income riders almost always outperform VA income riders on a 
guaranteed basis. Also, most VA income riders require at least a five year deferral, 
annuitization, and usually pay out no more than 5% of the income account value. Many FIA 
income riders require no more than one year of deferral and provide bonuses, guaranteed 



compounded step-ups that far exceed what is offered from VA income riders, and a lifetime of 
income without annuitization. 

 
Death Benefit Riders: 

 
Assuming there is no withdrawals VA’s offer the death benefit of the principle or a step-up on 
the principle, all for a substantial fee. FIA’s pay out the account value with no fee which is 
never less than the premium paid (assuming no withdrawals). 

 
 

FINAL THOUGHTS 
 
Utilizing a solution based selling process, doing your product homework, and presenting a 
comparison of VA’s and FIA’s should produce a sale. At the very least your prospects will think 
twice about the VA being an option for their retirement. 

 
Selling against VA’s is hard work because the products are so complicated but it should be a 
simple sale if you are organized, thorough, and confident. 



Questions Every Client Should Ask Their Broker about Their Variable Annuity 
 
Before purchasing a variable annuity every investor should ask their registered broker the questions 
listed below.  You must also receive a copy of the prospectus for the product that is being recommended 
to you before you consider purchasing a variable annuity.  The answers you received from the question 
below should then be compared to the prospectus for accuracy. 
 
Write the answers to next to the questions and then we can assist you by highlighting the prospectus 
with the information that needs to be confirmed.  The purpose of this free service is not to provide you 
investment advice but to help you identify critical information that is public record.  It should be noted 
that a variable annuity prospectus is a very long document (400 or more pages) due to the complexity 
and risk associated of these products.   
 
Despite the time and effort required, you should read a variable annuity prospectus thoroughly before 
purchasing such a product.  It’s your retirement money at stake. 
 

1. What is the exact name of the insurance carrier?  

2. What is the exact name of the product? 

3. What class is it? (i.e. Class A, B, etc)? 

4. How much premium am I depositing? 

5. How much of my premium is left after fees, or, what is my starting balance after fees? 

6. What are the exact names of the optional riders you’re including on this product? 

7. What are all of the itemize fees and commissions associated with this product and its riders?  
Fees that are not active, but declared, can be added during the contract and almost all fees can 
be increased up to a maximum amount.  You should not only ask what the current fees are but 
what the potential maximum fees are.  It is important to know that fees are applied even when 
your account value is decreasing due to market losses and erode account value increases due to 
market gains. 

 
a. Transaction fee (Class “A” variable annuities. Charged by carrier)? 

b. Policy fee or Contract Maintenance fee (Charged by carrier)? 

c. Broker fee (Commission charged by the broker)? 

d. Mortality and Expense fee (Fee to pay account balance as a death benefit. Charged by 
the carrier.)? 
 

e. Income Rider fee (Fee to provide income on account balance or step-up amount. 
Charged by the carrier.)? 
 



f. Death Benefit Rider fee (Fee to provide a step-up on the death benefit. Charged by the 
carrier.)? 
 

g. Fund Fees (Charged by the Sub-Accounts): 

i. Investment management fees (Usually not disclosed or declared in the 
prospectus.  This fee is usually never seen but reduces the return of your sub-
accounts.  Demand disclosure.)? 
 

ii. 12b-1 fees itemized for each recommended fund (Used to pay advertising 
expenses associated with the sub-accounts)? 
 

iii. Fund transfer fees (This fee is paid when you move money from one sub-
account to another)? 
 

h. Early withdrawal fees (Other than class “A” annuities.  A fee paid to withdraw your 
money from the annuity during the early withdrawal period. Charged by the carrier.)? 
 

i. What are the fee maximums for each fee (Most fees can and do increase during the 
contract up to a maximum)? 
 

j. Any other fees (Every insurance carrier uses different names for their fees and some 
carriers have fees that are not common.  Some fees may not be currently active but can 
be added during the contract)? 
 

8. What percentage is the guaranteed roll-up (annual guaranteed interest rate) for income and/or 
death benefit, if any? 
 

a. Can I walk away with the guaranteed roll-up or can it only be taken as income or as a 
death benefit? 
 

b. Does taking income require annuitization (The process of converting your account to 
income through annuitization cannot be reversed)? 
 

c. Is the guaranteed roll-up compounded?  How long is the roll-up period? 
 

d. Do I lose my step-up if I take withdrawals from my account value? 
 

e. What investments am I limited to as a result of having your recommended step-up 
rider? 

 
f. What is the payout percentage schedule for joint and/or individual? 

 
9. Can I lose my principle due to market loss? 



Annuity Comparison Sheet 
 

PRODUCT TYPE: VA FIA 
PRODUCT NAME:   
Initial Premium:   
Account Value (AV):            
Principle Protection:  Yes 
Surrender Value:   
Bonus Percentage:   
Total Mandatory Fees: 
• Transaction Fee: 
• Broker Fee: 
• Income Rider Fee: 
• Death Benefit Rider Fee: 
• Mortality Expense Fee: 
• Fund Fees (12b-1, etc): 
• Policy Fee: 

 
 
 
 
 
 
 
 

 
0% 
0% 

 
0% 
0% 
0% 

 

Surrender Period: 
Optional Surrender Fees: 

0 to ____ Yrs 
0% to ____ % 

0 to ____ Yrs 
0% to ____ % 

Income Rider Comparison 
• Bonus: 
• Income Account Value: 
• Guaranteed Roll-Up Rate: 
• Roll-Up Period: 
• Roll-Up with AV Withdrawal? 
• Percentage Payout (Joint?): 
• Income at Retirement: 
• Annuitization Required? 

 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

 



 

 

 

NAFA to Appeal Court Decision on DOL Fiduciary Rule  
NAFA Will Seek Expedited Review  

 
WASHINGTON (November 7, 2016) — The National Association for Fixed Annuities (“NAFA”) 
announced today, following a federal district court decision upholding the Department of Labor’s 
fiduciary rule, that it will appeal to the D.C. Circuit Court of Appeals.   
  
“We are obviously disappointed by the court’s decision, but we have always assumed this case 
would get decided by a higher court and we are pleased the issues will get de novo review by the 
Circuit Court,” said Chip Anderson, Executive Director of NAFA.  De novo review means the 
appellate court will consider the case without being bound or influenced by the lower court’s 
decision.   
  
NAFA filed its lawsuit last June seeking a preliminary injunction to stay implementation of the rule, 
which is scheduled to go into effect in April 2017.  Judge Randall Moss denied the preliminary 
injunction and at the same time ruled in favor of the DOL on the merits in upholding the rule. 
  
NAFA’s lawsuit, one of four lawsuits against the rule, challenges the DOL’s authority to issue the 
rule, asserts the rule creates an impermissible private right of action, contends the rule contains 
unconstitutionally vague requirements that compensation be reasonable, and alleges the manner 
of adoption of the rule by DOL was arbitrary and capricious.  
  
Anderson stressed that NAFA would move quickly to get the case up to the appellate court 
and would continue to seek a preliminary injunction. Anderson said NAFA remains optimistic that 
the courts will ultimately find the rule to be an overreach by the Department of Labor that is 
inconsistent with existing tax and financial services laws.     
  
“NAFA believes the fiduciary rule will disrupt the distribution and availability of fixed annuities and 
have a particularly adverse impact on the low and middle income consumers who have come to rely 
on these valuable retirement savings products,” said Anderson.   
  
Fixed annuities provide consumers with a guaranty of principal and minimum accumulation and 
provide a guaranteed lifetime income stream consumers cannot outlive.  NAFA consists of 
insurance companies, agencies, and agents and affiliated persons who provide fixed annuities.    

  
### 

  
About NAFA NAFA, the National Association for Fixed Annuities, is the premier trade association 
exclusively dedicated to fixed annuities. Our mission is to promote the awareness and understanding of 
fixed annuities. We educate annuity salespeople, regulators, legislators, journalists, and industry 
personnel about the value of fixed annuities and their benefits to consumers. NAFA’s membership 
represents every aspect of the fixed annuity marketplace covering 85% of fixed annuities sold by 
independent agents, advisors and brokers. NAFA was founded in 1998. For more information, visit 
www.nafa.com. 
  

 

http://www.nafa.com/








 ABM:  Notes for the crew. 

We Recommend: 
www.annuity.com/agenttools 
If you are not using this "Free" resource you are 
missing out....did I mention it is free? 

There is a ton of info here, it requires no password 
and it is up to date information. 

---------------------------------- 
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Disclaimer:
David Townsend and I own Annuity.com, but we have a lot of marketing 
friends, friends that you might be better off if you knew them.  Joe Rych at 
Retire Village, Anthony Owen at Annuity Agents Alliance, Sherilyn Orr at 
Infofuel, Kevin and Allison at FinAuction, Tom Bradley at First 
Annuity….and many more. 
My opinion and/or numerous sources complied by me are used in 
preparing Open MIC. 
I obtain information from many sources, print, internet, agent gossip and 
other media.  I always try and provide the original source or the link but my 
note taking habitually is lacking.   
Much of the content on Open MIC is written by me and is my personal 
opinion.  You should never consider that I am an authority or expert on 
anything.  Always consult professionals who are licensed to give correct 
advice regarding taxes and securities and other topics of great importance.   
I probably know more than the average agent when it comes to marketing 
annuities and am fully licensed as an insurance salesman. I sell state 
approved annuity products provided by licensed insurance companies. 
I am also NOT an economist by license, only by hobby.  If you decide to 
make decisions based on my particular view of the world, you should have 
the information verified by licensed professionals or get your head 
examined. 
Open MIC is and was created for the entertainment of our agents, family, 
friends, guests, industry spies and me.  Be careful with the information 
contained in Open MIC and always get advice from licensed professionals. 
You never know, sometimes I might make something up….so always verify! 
Also, the information I create myself and used in Open MIC is free; I assert 
no copyright or literary rights. Copy away. 
Our competitors will copy Open MIC anyway so I might just as well give it 
away, saves so much mental anguish and sleepless nights.  
Although we may promote and/or recommend the services offered by third 
party vendors, agents are ultimately responsible for the use of any material 
or services and agree to comply with the compliance requirements of their 
broker/dealer or registered investment advisor, (if applicable), and the 
insurance carriers they represent. 

More Legal Stuff... 

Be responsible... we cannot know your individual situation, always do your 
own due diligence before responding to any offer or investing any money. 

I can't accept responsibility for the profitability or legality of any published 
articles or opinions published in Open MIC. Nothing in these Open MIC 
notes should be considered personalized advice. Although I may answer 
your general questions, I am not licensed under securities laws to address 
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your particular situation. No communication by me to you should be 
deemed as personalized advice.  

And, although all of the articles have been selected for their content, 
however in the interests of balanced reporting we often publish articles we 
may not agree with, the publishing of such articles within Open MIC notes 
does NOT constitute a recommendation of the products or services 
mentioned or advertised within those articles. Boise State did play in the 
Fiesta Bowl and end 12-2…another fabulous year. 

Did you know that since 2000, Boise State is 92-4 at home? In the past 10 
years, Boise State is the winningest football team in division 1.  115 wins. 

We make no compensation for the publishing (or hosting) of Open MIC 
Notes.....in fact it costs us for the phone "call in" system...oh well... 

Also, our daughter Annie made it home safe from 6 months in South 
America, ready to start the next chapter of her life, in St. Louis working for 
Nordstrom’s. 
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