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Virtual Meeting 

(in lieu of meeting at the 2021 Spring National Meeting) 
 

ANNUITY SUITABILITY (A) WORKING GROUP 
Thursday, March 25, 2021 

12:30 – 2:00 p.m. ET/11:30 a.m. – 1:00 p.m. CT/10:30 a.m. – 12:00 p.m. MT/9:30 – 11:00 a.m. PT 
 

ROLL CALL 
 

 
Doug Ommen, Chair Iowa Bruce R. Ramge Nebraska 
Amanda Baird, Vice Chair Ohio Keith Nyhan New Hampshire 
Jimmy Gunn Alabama Linda A. Lacewell New York 
Jodi Lerner California Andrew Schallhorn  Oklahoma 
Fleur McKendell Delaware Elizabeth Kelleher Dwyer Rhode Island 
Dean L. Cameron Idaho Brian Hoffmeister Tennessee  
Tate Flott Kansas Richard Wicka Wisconsin 
Renee Campbell Michigan   
 
NAIC Staff: Jolie H. Matthews 
 
 

AGENDA 
 

1. Continue Discussion of Revisions to the Frequently Asked Questions (FAQ) Document 
 —Commissioner Doug Ommen (IA) 
 
2. Discuss Any Other Matters Brought Before the Working Group—Commissioner Doug Ommen (IA) 
 
3. Adjournment 
 



 
 
 
 
 
 

 
 

Page Intentionally Left Blank 



Agenda Item #1 

Continue Discussion of Revisions to the Frequently Asked Questions (FAQ) Document 
—Commissioner Doug Ommen (IA) 
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FREQUENTLY ASKED QUESTIONS IMPLEMENTATION DOCUMENT 
Stakeholder Comments on Continuing Education/Training Requirements 

 

Questions on Training Completed in a State Prior to State Adoption of the Revised Model 
 

Joint Trades1 Q.  Can producers satisfy their training obligations under the revised model by taking the new four credit training course or the new 
one credit training course before the revised model takes effect in a particular state?   
 
A.  The revised model provides for reciprocity so producers that operate in multiple jurisdictions do not have to retake the same training 
multiple times. If a producer has completed a properly approved training course in a state where the revised model has been adopted 
(whether or not such revised model has become effective), the producer should not be required to complete the required training again 
in that same state after the effective date or in another state that subsequently adopts the revised model.    
 
Q.  Can producers satisfy their training obligations under the prior version of the model in a state which has not yet adopted the 
revised model by taking the new four credit training course?   
 
A.  The new four-credit training course includes all of the topics that were required to be covered under the prior version of the model 
(with information on the best interest standard of conduct now required under the revised model). As such, if a producer has completed 
a properly approved four credit training course in a state that has adopted the revised model, the producer should not be required to 
also complete a course that satisfies the requirements of the prior version of the model in a state that has not yet adopted the revised 
model.   
 

National Association of 
Insurance and Financial 
Advisors (NAIFA) 

Q. If a producer takes a new four credit and/or one credit training course--which complies with the requirements of Section 7 of the 
Amended Model and has been approved by the appropriate state authorities-- prior to the effective date of a state’s amended annuity 
suitability regulation, would successful completion of that course i) count towards compliance with the state’s amended annuity 
suitability regulation once it becomes effective, and/or ii) count towards compliance with Section 7 B (9) of the Amended Model and 
be deemed to satisfy the training requirements of another state if/when that other state adopts the Amended Model? 
 
A. Yes—an approved training course taken prior to the effective date of a state’s amended regulation would count towards compliance 
with that state’s or another state’s amended regulation (including Section 7 B (9)) once it becomes effective. 
 
Q. If a producer takes an approved four credit training course in a state that has not adopted the Amended Model, would that producer 
be able to satisfy the training requirements in another state that has already adopted the Amended Model by taking the new one 
credit course specified in Section 7 B (6) (b) of the Amended Model? 
 

 
1 Joint submission from the American Council of Life Insurers (ACLI), the Committee of Annuity Insurers (CAI), the Financial Services Institute (FSI), the Indexed Annuity Leadership Council 
(IALC), the Insured Retirement Institute (IRI) and the National Association for Fixed Annuities (NAFA). 
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A. Yes—completing both the old four credit course—at any time-- and the new one credit course is “substantially similar” to completing 
the new four credit course provided for in Section 7 of the Amended Model, and would comply with the requirements of Section 7 B (6) 
of the Amended Model. 
 
Q. If a producer takes the new four credit training course in a state that has adopted the Amended Model, would that producer be 
deemed to have satisfied the training requirement of a state that has not adopted the Amended Model? 
 
A. Yes—the new four credit training course provided for in the Amended Model is “substantially similar” to the four credit training course 
required under the prior version of Model #275, and would meet the requirements of Section 7 B (9) of the prior version of Model #275. 
 
 

 

Questions on Training and the Safe Harbor 
 

Q13. Do producers complete additional training on the new standard of conduct even if they have already completed the existing annuity training 
requirements? 
 
A13. Yes, Section 7 requires a producer who has already completed the existing annuity training requirements prior to a state’s effective date of the revised 
model to complete within 6 months of that date either a four credit training course or an additional one-time one credit training course on the appropriate sales 
practices, replacement an disclosure requirements under the revised model. In adopting this section, a state could choose a different timeframe for this 
requirement.  
 
 

Joint Trades Q13. Do producers who are not relying on the safe harbor in Section 6E have to complete additional training on the new standard 
of conduct even if they have already completed the existing annuity training requirements? 
 
A13. Yes, Section 7 requires a producer who has already completed the existing annuity training requirements prior to a state’s 
effective date of the revised model to complete within 6 months of that date either a four credit training course or an additional one-
time one credit training course on the appropriate sales practices, replacement and disclosure requirements under the revised model. 
In adopting this section, a state could choose a different timeframe for this requirement.  
 
Q. Are producers who are relying on the safe harbor required to complete the 4-hour training course (or, if eligible, the optional 1-
hour training course), which includes training on the new standard of conduct under the revised model? 
 
A. No. Producers relying on the safe harbor are not required to take the training prescribed by the revised model; the training required 
under the appropriate “comparable standards” (as defined in the revised model) will suffice. Insurers should, however, ensure  that 
producers operating under the safe harbor have nonetheless completed appropriate training on the specific annuity products they are 
authorized to recommend and sell.   
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Questions about the One-Hour Training Requirement versus the Four-Hour Training Requirement  
 

Joint Trades 
 

Q.  Under what circumstances would a producer be permitted to take the additional one credit training course rather than the full 
four credit training course? What is the difference between the one credit and four credit training courses? For how long should the 
one credit training course be available as an option?   
 
A.  The one credit training course is available as an option only to producers who have previously completed a four-credit training course 
that met the requirements of the prior version of the model. The four-credit training course would include information on all of the topics 
listed in Section 7B(3) of the revised model, whereas the one credit training course would include only information on the appropriate 
standard of conduct, sales practices, replacement and disclosure requirements. The one credit option was included in the revised model 
because the NAIC recognized that adoption of the revised model would not cause any changes in the information provided on the other 
topics covered by the four credit training course required under the prior version of the model.   
 
The option to complete the one credit training course should be left available for as long as the prior version of the model remains in 
effect in any jurisdiction. This will ensure that producers who satisfy the training requirements in states where the prior version is still in 
effect would not have to retake the entire four credit training course, and can instead take the one credit training course to ensure that 
they understand how the rules have changed.    
 
In sum, producers who are not relying on the safe harbor should be permitted to satisfy their training obligations by completing either 
(a) the four credit training course under the revised model OR (b) a combination of the four credit training course under the prior version 
of the model AND the one credit training course under the revised model.  
  
The preceding applies to situations where a producer has taken an approved four credit training course in a state that has not adopted 
the amended NAIC Model and then seeks to satisfy the training requirement by taking the new one credit course in a state that has 
adopted the amended NAIC Model.   
 

 

Failure to Timely Complete the Updated Four-Hour or One-Hour Training Course 
 

Joint Trades Q.  Under Section 7B(6), if a producer who was already qualified by taking the old four credit training course fails to take the updated 
four credit training course or the one hour training course within six months after the effective date of the amended regulation, what 
training must a producer take to become requalified to offer annuities again?   
 
A.  A producer who does not timely meet the requirements to take the training courses but has already taken the old 4 credit training 
course may satisfy such new requirements by taking either the one credit or the four credit training course (which shall remain available) 
at any point after the expiration of the six month time period.  The producer should cease all annuity sales activities until  the updated 
training courses have been completed.   
 

 



Draft Revisions to Industry Coalition’s Proposed FAQ on NAIC Best Interest Model Safe Harbor Provision 

Q. Are producers required to comply with the specific requirements of the revised model if they are acting in 

compliance with rules imposed by other regulators that meet or exceed the requirements of the revised 

model? 

A. Section 6E of the revised model provides a safe harbor for recommendations and sales of annuities made by 

producers who meet the definition of “financial professional” and operate in compliance with business 

rules, controls and procedures that satisfy “comparable standards.” For purposes of the safe harbor, 

comparable standards include the best interest standard under Reg BI, the fiduciary standard applicable to 

federally regulated investment advisers under the Investment Advisers Act of 1940, and the fiduciary 

standard imposed on providers of investment advice to retirement plans and participants under federal law. 

When making recommendations and sales of annuities in compliance with comparable standards, financial 

professionals need not comply with the specific requirements included in the revised model, such as the 

care, disclosure, conflict of interest, and documentation obligations set forth in Section 6A and, as discussed 

further below, the supervision requirements included in Section 6C(2) and the producer training 

requirements set forth in Section 7. 

Reliance on the safe harbor does not remove an annuity transaction from insurance regulatory oversight. 

State insurance regulators retain their full authority to investigate and enforce the requirements of the 

revised model against any financial professional that fails to fully satisfy the requirements of the relevant 

comparable standard. In other words, a financial professional cannot use the safe harbor to avoid their 

obligations under the revised model by simply asserting that they are a financial professional operating 

under a comparable standard – actual compliance with the comparable standard is required. As a drafting 

note in the revised model clearly indicates, non-compliance with comparable standards results in a 

recommendation or sale being subject to the requirements of the model. 

This provision was included in the revised model to avoid the imposition of differing or duplicative 

requirements on financial professionals as they endeavor to achieve and maintain full compliance with 

multiple overlapping regulations that are aligned in terms of application and public policy objectives but are 

not fully identical in terms of specific regulatory requirements. The safe harbor recognizes and 

acknowledges that consumers will receive no greater level of protection against improper conduct by 

requiring financial professionals to separately comply with the particular requirements of multiple 

regulations that are designed to achieve the same objectives but take different approaches that are tailored 

to the different segments of the financial services industry to which they apply. 

Q. Who is responsible for supervision of recommendations and sales of annuities made in reliance on and 

compliance with a comparable standard under the safe harbor, and what are their supervisory obligations?  

A. Under Section 6.C of the revised model, insurers are generally responsible for supervising the conduct of 

producers who recommend and sell the insurer’s annuities. However, the safe harbor recognizes that the 

comparable standards establish their own supervisory obligations that are carefully tailored to the types of 

transactions covered by those rules. As such, insurers are not required to supervise safe harbor transactions 

in the same ways as non-safe harbor transactions as long as the supervising entity is meeting its obligations 

to supervise for compliance with the comparable standard. 

For example, the revised model places responsibility for supervision on insurers whereas Regulation Best 

Interest puts that obligation on broker-dealer firms. While this distinction is necessary and appropriate 

based on the differences between the insurance and securities industries, the end result is the same in both 

cases – a highly regulated entity is responsible for supervising the conduct of individuals who make 

recommendations to consumers.  



The safe harbor does not, however, fully relieve insurers of supervisory responsibility with respect to 

financial professionals who comply with comparable standards when recommending and selling annuities. 

Insurers are subject to the following important supervisory obligations with respect to annuity 

recommendations made by financial professionals relying on the safe harbor: 

• Section 6E(2) specifies that, even where the safe harbor applies, the insurer remains subject to the 

obligation under Section 6C(1) to “not issue an annuity recommended to a consumer unless there is a 

reasonable basis to believe the annuity would effectively address the particular consumer’s financial 

situation, insurance needs and financial objectives based on the consumer’s consumer profile 

information.” 

• Section 6E(3) requires that the insurer monitor the conduct of the financial professional relying on the 

safe harbor or the entity responsible for supervising the financial professional based on information 

collected in the normal course of the insurer’s business and must provide the supervising entity any 

information and reports that are appropriate to assist such entity to maintain its supervision system. 

However, just as a financial professional would lose the benefit of the safe harbor if she fails to actually 

comply with the relevant comparable standard, the insurer would have to satisfy the supervisory obligations 

in Section 6C of the revised model if the entity responsible for oversight of the financial professional fails to 

satisfy its supervisory responsibilities under the comparable standard. 

This framework ensures proper alignment between the regulatory standard under which the financial 

professional is operating and the supervisory system implemented by the entity with primary responsibility 

for oversight. The supervisory system contemplated by Section 6C(2) of the revised model is designed to 

ensure compliance with Section 6A of the revised model and therefore would not necessarily be an effective 

mechanism by which to ensure compliance with the requirements of a comparable standard. If an insurer 

applies its Section 6C(2) system to supervise a financial professional operating under the safe harbor, that 

financial professional could potentially be flagged for noncompliance even if she is in full compliance with 

the comparable standard. The safe harbor’s approach to supervision is intentionally designed to avoid this 

problem. 

Q. Are producers who are relying on the safe harbor required to complete the 4-hour training course (or, if 

eligible, the optional 1-hour training course), which includes training on the new standard of conduct under 

the revised model? 

A. Producers relying on the safe harbor are not required to take the training prescribed by the revised model as 

long as they are properly trained under the relevant comparable standard. The training requirement under 

the revised model is intended to ensure that producers understand general annuity principles, the specific 

annuity products they can recommend to their clients, and the rules under which they are required to 

operate. A training program designed to meet the specific requirements of the revised model would not 

achieve this objective in the context of a producer relying on the safe harbor as it would not cover the rules 

under which producer is actually operating (because, as noted above, the requirements of comparable 

standards may not be fully identical to those established under the revised model). By covering the training 

provision, the safe harbor ensures that producers will be required to complete the right training for their 

specific circumstances. 



Proposed Additions to the Frequently Asked Questions Implementation Document 
Submitted by IIABA / March 23, 2021 

 
Q_.  Must producers that rely on the safe harbor comply with the requirements that are 
established by the model? 
 
A_.  No.  There are differences and distinctions between the obligations established under the model 
and the duties imposed by the “comparable standards” identified in Section 6(E)(5).  The model in 
some ways applies more robust consumer protections upon producers that recommend annuities than 
the “comparable standards.”  The model, for example, establishes a duty to make a written record of 
any recommendation and the basis for that recommendation, but Regulation Best Interest includes no 
analogous obligation.  States that are concerned with establishing uniformity in annuity transactions 
(and the market conduct regulatory implications of not doing so) and applying consistent obligations 
on producers who make such recommendations may wish to consider narrowing the scope of the safe 
harbor and/or expressly applying certain elements of the model to those producers who seek to rely 
on it.   
 
States that are concerned the safe harbor might inadvertently relieve producers of other important 
duties – such as obligations under Section 6(D) (related to prohibited practices), Section 8 (related to 
enforcement), and Section 9 (related to recordkeeping) – may wish to further narrow the application of 
the safe harbor and make clear that it only applies to the core requirements set forth in Section 6(A).   
 
Q_.  When may a broker-dealer or registered representative rely on the safe harbor? 
 
A_.  The definition of “comparable standards” in Section 6(E)(5) provides that broker-dealers and 
registered representatives may only rely on the safe harbor when they comply with “applicable SEC 
and FINRA rules pertaining to best interest obligations and supervision of annuity recommendations 
and sales” (emphasis added).  In other words, broker-dealers and registered representatives may only 
take advantage of the safe harbor when a SEC or FINRA rule applies on its own to a particular 
annuity recommendation.  The safe harbor is not limited to investment advisors and plan fiduciaries or 
fiduciaries in the same way.   
 
Q__.  Does the safe harbor exempt insurers from any of the supervisory or other requirements 
established by the model?   
 
A__.  No.  The safe harbor applies to the recommendations and sales activities of certain producers, 
and, regardless of whether one of its producers relies on the safe harbor, insurers remain responsible 
for complying with the supervisory requirements of Section 6(C), the prohibitions of Section 6(D), the 
enforcement provisions of Section 8, and the recordkeeping obligations of Section 9.  While insurers 
are ultimately responsible for a producer’s actions and compliance with the regulation, they are 
permitted to enter into arrangements and contracts with other parties for the performance of 
supervisory functions.   
 
Q__.  Are all producers who recommend annuities required to satisfy the training requirements 
of Section 7(B)? 
 
A__.  Yes.  The safe harbor does not eliminate any producer’s obligation to satisfy the training 
requirements of Section 7(B). Those training requirements provide basic instruction on the issues and 
considerations that any person selling an annuity should know, such as the types and uses of 
annuities, how annuity contract features affect consumers, and tax implications.  Any person seeking 
to take advantage of the safe harbor must be licensed as a producer and in good standing (which 
includes satisfying the training requirements of Section 7(B)) and be appointed by the insurer where 
and as required by state law.   



Additional Proposed Conflict of Interest FAQ Question and Answer 
 
Questions:  The model regulation defines "material conflict of interest" as a financial interest of 
the producer that a reasonable person would expect to influence the impartiality of the 
recommendation.  The model regulation also specifically excludes "cash and non-cash 
compensation" from the requirement for material conflicts of interest.  Why did the NAIC 
determine that "cash and non-cash compensation" is excluded from the requirement to "identify 
and avoid or reasonably manage and disclose" material conflicts of interest?  
  
 
CEJ Proposed Answer:  The NAIC determined that most forms of routine compensation do not 
create a material conflict of interest and that most conflicts of interest that might be created by 
compensation arrangements can be addressed through the Insurance Agent (Producer) 
Disclosure of Annuities, required by the model regulation to be provided to the consumer and 
which includes a section “How I’m Paid for My Work.”  The NAIC determined that general 
incentives regarding the sales of a company’s products with no emphasis on any particular 
product do not create a material conflict of interest.  The NAIC identified some types of 
compensation arrangements that likely create a material conflict of interest and requires the 
insurer to identify and eliminate sales contests, sales quotas, bonuses and non-cash 
compensation based on sales of specific annuities within a limited time frame.   
 

Several States’ Proposed Answer:  The NAIC determined that most forms of producer 
compensation do not present a material conflict of interest with the purchaser, and that purchasers 
expect producers to be compensated.  The revisions to Model #275 make it clear that annuity 
recommendations by producers must be in the best interest of the consumer, and that producers 
may not place the producer’s financial interest ahead of the consumer’s interest.  Therefore, the 
NAIC determined that the requirement to “identify and avoid or reasonably manage and disclose” 
should not apply to “cash and non-cash compensation”.  Rather, disclosure of the producer 
relationship and related compensation is the appropriate management requirement.  
 
Under the new disclosure requirement producers must prominently disclose to a consumer certain 
information about cash compensation and non-cash compensation to be received by the 
producer, and must prominently notify the consumer of the right to additional cash compensation 
information.  For clarity, the NAIC developed a model disclosure form (Appendix A) which includes 
a section “How I’m Paid for My Work.”  Producers must disclose cash and non-cash compensation 
on Appendix A or a substantially similar form.   
 
The NAIC also determined that general incentives regarding production levels with no emphasis 
on any particular product do not create an unanticipated conflict of interest requiring avoidance 
or management.   
 
However, the NAIC did conclude that sales contests, sales quotas, bonuses and non-cash 
compensation based on sales of specific annuities within a limited time frame should be avoided.  
Accordingly, the Model #275 revisions require insurers to identify and eliminate these 
arrangements. 
 



Agenda Item #2 

Discuss Any Other Matters Brought Before the Working Group 
—Commissioner Doug Ommen (IA) 


