What are the usual fees and expenses associated with an annuity product?
As you consider the purchase of an annuity product, it is not only very important to understand its potential as a strong retirement income savings vehicle, but you should be very clear about the fees and expenses associated.
Surrender Charges --- Most annuities impose a surrender charge, which are basically a penalty for early withdrawal.  Depending on the company and the specific annuity product, insurers seek full use of the money invested for an extended period of time to gain optimum performance.  Surrender charges can be significant, depending on how much and when early withdrawals take place.  Most companies provide set limits and guidelines for early withdrawal without penalty.  Always ask your advisor about potential surrender charges.
Rider Charges – Annuity riders are optional features that provide added benefits to a basic annuity contract. For example, some riders focus on offering greater access to the annuity’s principal, or providing long-term income.
Annuity riders usually come with an annual cost, generally ranging from.1% to 1.0% of the annuity’s value. Review the annuity sales materials and prospectus for a description of applicable fees and charges. The availability of a specific annuity rider usually depends on the annuity issuer and the type of annuity you are considering.
Commissions – The insurance agent or financial advisor who sells an annuity to you generally receives compensation from a commission built into the contract.  The payout structure for commissions varies by company and product.  Be sure to ask your agent or advisor for full disclosure on how he or she will receive compensation and how much.  Today, there are a growing number of companies who are creating and offering fee-based annuity products, which eliminate or greatly limit commissions.  
Investment management fees.  These are generally charged as part of a sale of a variable annuity product, since you are directly investing in the financial marketplace through stocks, bonds, mutual funds and other related products.  The insurer receives management fees in overseeing the performance of these products
Insurance charges. Also known as mortality and expense (M&E) fees and administrative fees, these charges pay for insurance guarantees that are automatically included in the annuity. Sales expenses such as commissions would be part of these charges.
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