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The suitability process is important to Nationwide as it helps ensure our clients purchase the right product to meet 

their needs.  While each case is customized and could prompt unique questions based on the client’s situation, this 

guide is designed to explain common circumstances and corresponding requirements that could delay business. By 

being aware of these circumstances and addressing them when submitting the suitability form, all parties involved 

can experience a quicker and smoother review process. 

 

Focus areas to consider and address: 
 

1. Liquid Assets – Liquid assets are important to clients for many reasons.  A detailed financial plan created by an 

advisor can evaluate the client’s need for liquidity and include such factors as various risks (including employment, 

health, and property), desire for investment flexibility, and other pertinent facts.  

 

- During our review process, we focus on ensuring the client has sufficient assets to meet an emergency 

financial need. We consider the client’s age, employment, concentration of assets, and other factors that 

can influence the client’s financial circumstances. We then measure the client’s liquid assets relative to 

the client’s annual expenses. We typically abide by the industry standard of expecting a client to have at 

least three (3) months of liquid assets, and could increase that figure based on the client’s particular 

situation.   

 

- Nationwide considers an asset to be liquid if it can easily be converted to cash without substantial loss or 

penalty. Assets such as land/property, jewelry/collectables, cars, etc. are never considered liquid. 

 

- Qualified funds are not considered liquid by Nationwide if the client is under the age of 59 ½.  

 

- The cash value of a life insurance policy is not considered liquid by Nationwide. 

 

- A loan from a qualified plan or life insurance policy will not be considered an emergency plan. 

 

- If annual expenses are greater than annual income, please provide an explanation of how the client plans 

to meet their expenses. 

 

- We do not consider penalty free amounts to be liquid in purchases that are being funded from penalty 

free withdrawals. 

 

2. Replacements – Section five (5) of the Suitability Questionnaire should be entirely completed. This section 

discloses information on the current product and compares it to what the client is purchasing. Along with the 

producer statement, a clear benefit for the client should be documented. Statements are required for all 

replacements and purchases where the source of funds originate from a security.  

 

- FIA (Fixed Indexed Annuity) without a rider to a FIA without a rider 

Please explain how the proposed transaction benefits the client. It is also helpful to provide current 

contract information (i.e. interest rate, cap rates, participation rates, spreads, etc.). 

 

- FIA or VA (Variable Annuity) with an Income Rider to a FIA without a rider 
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Please explain why the client is willing to surrender a benefit, and how their financial plan has changed 

since purchasing the rider for the previous contract.   

 

- FIA or VA with an income rider to a FIA with an income rider 

Please provide the minimum guaranteed amount of income for both contracts when the client plans on 

beginning lifetime income.  Please provide the factors used to calculate the lifetime income payouts (date 

client intends to begin withdrawals, guaranteed benefit base, and age based payout percentage).  

 

 

3. CDSC – Any CDSC (Contingent Deferred Sales Charge) incurred as a result of the proposed transaction will 

require a detailed explanation.  There is not a predetermined threshold for a CDSC that constitutes approval or 

decline, but it must be demonstrated that the transaction, in conjunction with the existing CDSC, is in the best 

interest of the client. Please do not include an MVA (Market Value Adjustment) in CDSC calculation.  MVA may 

require further information depending on the policy and circumstances of the case. Any proposal with a 3% CDSC 

or greater will require escalation to the Supervising Principal.  

 

4. Bonus Products - The addition of a bonus on a product can provide a higher beginning value within the contract, 

however, the cost of the bonus in long term fees may exceed the value credited.  Therefore, the bonus cannot be 

used to justify a sale and should only be considered by the selling agent after determining that the product is 

suitable for the client. Solicitation of a product for the sole purpose of gaining the bonus, or otherwise using the 

bonus to determine the suitability of the product, will not be accepted.  

 

5. Securities Solicitation – Insurance Only Producers (i.e., those not registered with FINRA or the SEC) cannot 

recommend or discuss the replacement of registered securities such as mutual funds, stocks, bonds, variable 

annuities, or other investment vehicles, instruments, or securities as defined under the Securities Act of 1933.  The 

Non-Solicitation Form must be completed in its entirety (including all of Section 3) for all states except Arkansas 

and Iowa.   

 

6. Age – The owner and annuitant’s age will be considered when purchasing an annuity. Heightened levels of 

scrutiny will be imposed on cases with clients who are age 65 or older (i.e., “senior sales” as defined by regulatory 

guidelines). 

 

7. Investment Objectives – The features and benefits of the proposed product should align with the client’s 

investment objectives. The investment objectives should not conflict with the product features. 

 

8. High concentration of assets in insurance products- If, after the purchase, the client will have 65% (or greater) 

of their net worth invested in insurance products, please provide a detailed explanation of why this is appropriate 

for the client. Please be aware that additional requirements may be required, including a letter of instruction 

signed and dated by the client. 

 

9.  Alterations- Any corrections or alterations to a document after the client has signed, without having the client 

acknowledging the change, is prohibited. If there is an error on a document, the advisor must cross out, correct the 

error, and the client must initial and date the change. The advisor must not use white out to cover or change an 

error made on a document; the use of whiteout in any form is prohibited. 
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Potential Scenarios 

* Please note, greater clarification or further inquiries may be required to gain a better understanding of the client and/or proposed plan. 

 

SECTION ONE (1) 

__________________________________________________________________ 
 

Employment  

 

Situation: Client’s income is unusually large or small relative to the client’s financial assets. . 

Question: Please provide an explanation for the client’s unusual level of income to financial assets.  

Please describe why the client’s savings are not greater given their income level, or why their 

savings are so large given their income. 

 

Situation:  Client is listed as something other than retired, employed, or self-employed.  

Question: Please provide the sources of income and amounts by each source. 

 

Situation:  Client is listed as unemployed. 

Question: What is the plan for seeking future employment? 

What was the nature of the client’s previous employment and what was the client’s annual 

compensation? 

What are the sources of income? How sustainable is this income? 

 

Situation  Client is listed as a student. 

Question: Do the listed expenses include tuition? 

  Is the client taking on debt to pay for school or living expenses? 

 

Situation  Client is listed as disabled. 

Question: Is the client receiving social security disability payments? 

  What are the sources of income? How sustainable is this income? 

 

Liquidity    

 

In situations where the client has high amounts of liability, relatively high expenses, less than favorable 

employment status, or other extenuating circumstances, we may require more than three months liquid assets. 

 

Situation:  Client has less than three months (or requisite levels) of expenses in liquid assets  

Question: Please provide a cash flow statement and financial position statement (see attached Financial 

Inventory worksheet, which may be used, or agent’s own sheet may suffice.) 

 

Situation: Client’s expenses (including taxes) are higher or relatively close to the client’s income. 

Question: Please explain how the client is meeting their expenses and whether there are any future 

changes anticipated in either income or expense.  

 

Situation:  Client has very low expenses. 

Question:  Please provide an explanation and the financial inventory worksheet. 
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Client’s Age 

 

Situation: Client is younger than 35 years of age or older than 75 years of age. 

Question: Please provide additional details in the Producer’s Statement as to the suitability of this product 

given the client’s age. 

 

Type of Client 

 

Situation: The client is a plan sponsor (i.e., 401(a), 401(k), etc.). 

Question: Is this investment being made at the direction of the participant or at the discretion of the plan? 

Is the annuitant on this contract the participant? If not, what is the relationship of the annuitant 

to the plan? 

Whose assets are represented in the asset table of the suitability form? 

Please provide a qualified plan submission report full plan documents, as well as the 401(a) 

disclosure. 

 

Situation: The client is a trust (but not a plan). 

Question: Is the trust forced to liquidate if the grantor(s) expire? 

Do the Trustees understand that if the owner of the annuity changes, in most circumstances, any 

riders and benefits will terminate? 

Does the Trustee understand that only the annuitant’s death will trigger the death benefit 

provisions of the annuity? 

Please provide the full trust documents, as well as the certification of trust (depending on State). 

Whose assets are represented in the asset table of the suitability form? 

 

SECTION TWO (2) 

__________________________________________________________________ 
 

Objectives 

 

When completing the Producer’s Statement, please explain how the prospective product better meets each 

objective selected over the existing product. 

 

Risk Tolerance 

 

Situation: The client elects a risk tolerance of moderately aggressive or aggressive.  

Questions: How does this contract fit into the client’s risk tolerance? 

 

Liquidity Needs & Time Horizon 

 

- Liquidity Needs should reflect when the client plans on taking withdrawals or would like to have the ability to take 

withdrawals. 

- Time Horizon reflects the client’s expected length of time they will invest in this product. 

 

Situation:  The client selects a shorter Time Horizon than the product CDSC schedule. 

Question: How does this product meet the client’s investment time horizon? 

 

SECTION THREE (3) 

__________________________________________________________________ 
 

Source of Fund 
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If a source of funds is a security, we must have received a non-solicitation form (in all states but Iowa and Vermont) 

verifying that the advisor did not recommend the sale; otherwise the advisor must be a registered representative or 

IAR (Investment Advisor Representative). 

 

Situation: The source is a checking/savings/Money Market Account (MMA)/Certificate of Deposit (CD) or 

brokerage account 

Question:  How long have the funds been held in the account, and what was the source of these funds prior 

to being placed into the checking/savings/MMA/CD or brokerage account? 

 

Situation: The source is a retirement plan (deferred compensation), pension (defined benefit), fixed or 

variable annuity which provide guaranteed income. 

Question: Please provide an income comparison stating explicitly what the guaranteed income will be for 

the client for both the existing product and the prospective product. 

 

Situation:  The source of funds is a retirement plan (deferred compensation).  

Question: Does the client have an outstanding loan? 

  Is the client fully vested? 

 Does the client have any Roth contributions that will be transferred to us? If so, please disclose 

this amount. 

 

Situation: Client is exercising a rollover from a current employer. 

Question: Does the employer plan allow the client to make contributions after a distribution occurs? If the 

plan does not allow post-distribution contributions, what is the client’s plan for retirement 

savings going forward? 

 

Situation: No fixed account was listed for a variable annuity. 

Question: What is the current interest rate and the guaranteed interest rate? 

 

Situation: The existing annuity provides a guaranteed interest rate of 3% or higher. 

Question: Please provide a letter of instruction signed and dated by the client specifically acknowledging 

that “I, (client’s name) am foregoing a guaranteed (amount) percent return in exchange for the 

higher potential of a New Heights contract. Although the potential is higher in the New Heights 

contract, there is no guaranteed growth equal to that available in my current contract.” 

 

Situation:  Source of funds is life insurance. 

Question: Why has the client’s objectives changed?  

  Was an illustration provided? 

  Is there a loan? 

  Does the client have any debt? 

Does the client have sufficient life insurance to meet their life insurance needs after the purchase 

of this product? 

Has the client considered converting the policy to a paid-up policy? 

 

SECTION FOUR (4) 

__________________________________________________________________ 
 

Situation:  Client has a reverse mortgage. 

Question: Please provide a statement of the reverse mortgage.   

Was this a lump sum or paid as installments? If installments, what is the length of time?  

When was the loan taken?  

  Why was the reverse mortgage taken? 

  Is the reverse mortgage being included in the client’s income?   
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Situation: Client elects the income rider, but income is not an objective. 

Question: Why is the client willing to pay the fee for the income rider if income is not an objective? 

 

SECTION FIVE (5) 

__________________________________________________________________ 
 

- The interest rate on section five is meant to represent any available fixed account within the existing product 

including a variable contract. 

- Please do not include any positive MVA as a reduction to the CDSC. 

 

Situation: CDSC will occur upon the surrender of the product. 

Question: Why is the client willing to pay the CDSC? 

 

Situation:  The guaranteed death benefit is higher than the contract value. 

Question: Why is the client willing to give up the death benefit value? 

 

Situation: The client is giving up a living benefit and is not purchasing one with the Nationwide product. 

Question: Why is the client willing to give up the income and how will they replace it (if needed)? 

 

SECTION SIX (6) 

__________________________________________________________________ 
 

Financial Objectives and Considerations 

 

Please make sure this section is completed in its entirety; including required explanation for the client’s emergency 

fund. 

 

Situation:  Under question seven (7), “Lifetime Income Payout” was selected OR if question eight (8) lists 

“Income Rider,” but the income rider was not elected on the application.  

Question:  Why was “Lifetime Income Payout” selected? 

 

Situation: “Increased liquidity” was selected under question seven (7).  

Question:  How does this product provided increased liquidity compared to the existing contract? 

 

SECTION SEVEN (7) 

__________________________________________________________________ 
 

Producer Statement 

 

This requires a detailed statement about the benefits and suitability of this annuity product during the sale to the 

client including the customer’s specific needs, intended use, as well as any additional information to be further 

considered during review.  Please explain the customer’s specific needs and intended use of the proposed product, 

and how it better meets each of the objectives listed than the existing product. Providing an additional explanation 

could help eliminate some or all questions and expedite the processing of the proposed case. 

 

SECTION EIGHT (8) 

__________________________________________________________________ 
 

- Verify that state required CE annuity training course was completed prior to the application signature date. 

- Verify that state required product specific training was completed prior to the application signature date. 
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SECTION NINE (9) 

__________________________________________________________________ 
 

Please select the box which discloses the agent’s highest credentials. Do not select a higher credential than that 

which held, as this will require the client to initial and date the correction.  If the agent is licensed as a registered 

representative or an IAR, please do not submit a non-solicitation form.  
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