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Annuity Suitability Guidelines 
Annuities are generally structured as either fixed, indexed, or variable instruments. 

Fixed and variable annuities may provide regular periodic payments to the annuitant 

and are often used in retirement planning and typically offer tax deferral. Variable 

annuities invest in sub accounts, which mirror mutual funds and allow the owner to 

receive larger future payments if investments of the annuity fund do well and smaller 

payments if its investments do poorly. This provides for less stable cash flow than a 

fixed annuity but allows the annuitant to reap the benefits of strong returns from their 

fund's investments. Annuities allow for additional features, called riders, that may 

provide enhanced death benefits or enhanced withdrawal or income benefits. 

Due to complexity of these products, PCS has developed this document to aid the 

advisor and managing principal to align on suitability of an annuity investment. Please 

work with your MP to ensure proper documentation on an annuity submission. 

FINRA Rule 2330 applies to recommended purchases and exchanges of  variable 

annuities and the initial sub account allocations. This Rule does not apply to reallocations 

among sub accounts made or to funds paid after the initial purchase or exchange of a 

deferred variable annuity.  This rule requires a registered Principal of PCS to review and 

determine approval within 7 business days of receiving the completed application.  

The PCS registered principal must also provide approval prior to transmitting a customer's 

application for a  variable annuity to the issuing insurance company for processing.

Additional details regarding FINRA 2330 - https://www.finra.org/rules-guidance/rulebooks/finra-rules/2330

1. Annuity Concentration - Generally, annuities are considered to be illiquid

products, therefore concentration in the products should be monitored closely.

PCS will generally use the sliding scale below as a guideline for annuity

concentration as a percent of total investment assets held by the client (always

exclude personal residence). These are guidelines and instances exist where it

makes sense for an advisor/client to go beyond these guidelines. In these

situations, it is expected that the advisor will provide additional detailed notes

and insights which clearly substantiate why their client's purchase will fall

outside of these guidelines and benefit the client. The additional or enhanced

documentation should include details on emergency funds, values of other

security types as well as current debt where applicable. Generally, investment

real estate should not be included in the client's calculation as that is not an

asset that can be readily converted to cash in an emergency.
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15. Registered Index Linked Annuities Considerations -Typically variable

annuities are an expensive investment choice and become cost prohibitive for

younger clients, however, consideration will be given to the use of no fee indexed

linked annuities for younger clients.

a. Age - Client is no younger than 35 years old.

b. Net Worth -a minimum of $100,000.00 in investable assets.

c. Concentration - Maximum concentration of 25% of investable assets.

Also, provide details on cash equivalents and emergency funds for

younger clients.

d. No riders

e. No sub account, M&E or Admin costs

16. Additional considerations regarding Indexed Linked Annuities

a. Cap rates and the possibility of changes should be disclosed to all clients

and documented.

b. Complexity and derivatives of product should be completely explained

and documented.

c. Explain the recommendation of selected terms (Example: Why the lyr

over the 3yr and why index or indexes are selected)

d. When giving up benefits and riders of an existing contract is the rationale

logical and in the client best interest?

e. For younger clients, consider the impact of taxes if the money is needed

for another situation. Consult with a tax advisor.

17. L Share Annuity Purchases and Additions

a. L share annuities typically have a shorter surrender period than other share
classes.  They also typically have a higher M&E charge than B share annuities.

b. In very rare circumstances will PCS approve the new purchase of an L share
annuity or additional contributions to an existing L share annuity.

c. If considering an L share annuity recommendation, please first discuss with
your PCS Managing Principal.
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