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October 2, 2020 

The Honorable Doug Ommen, Chairman 
NAIC Life Insurance and Annuities Committee 
1100 Walnut Street, Suite 1500 
Kansas City, MO 64106 

Submitted via email to Jolie Matthews:  jmatthews@naic.org 

RE:  Suitability in Annuity Transactions Model Regulation (#275) 
Best Interest Standard of Conduct Revisions 
Frequently Asked Questions 

Dear Commissioner Ommen: 

Thank you for the opportunity to comment on the proposed FAQ.  

As a preliminary observation, FACC supports efforts to clarify the meaning of the new model regulation 
in the interest of ensuring uniform interpretation and enforcement.  We are concerned that without 
additional clarifications there is room for varying interpretations of certain provisions that could cause 
confusion and result in uneven application of these rules and requirements.  Thus, we support these 
efforts and ask that the Working Group proceed expeditiously given that these requirements will be 
taking effect in certain States as early as January 1, 2021.    

We have attached a marked-up copy of the FAQ that reflects our suggestions.  Below is an explanation 
of our recommended changes.  Please note that we propose adding several new questions which are 
presented as sub-questions (e.g., 8A.b) to avoid disrupting the numbering of other questions.  If 
agreeable to the NAIC, FACC intends to continue its review of the FAQ, and may suggest further Q&As as 
this process proceeds.   

Here is our commentary to go with the attached mark-up. 

Q1 We urge the Working Group to replace the word “harmonization” with “compatibility.”  The 
term “harmonization” in this context could imply the NAIC Model Regulation is to be interpreted 
to mirror other laws issued by other regulators.  We believe the appropriate concept is 
“compatibility” which conveys the various laws across the different regulatory authorities 
should not conflict without suggesting they should be interpreted the same way.  There are 
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differences among the regulations issued by the various regulatory bodies and at this point the 
DOL proposal has not even been adopted.    

Q2 We propose edits to ensure the explanation of the Harkin amendment is accurate.  The Harkin 
Amendment provides that the SEC is precluded from regulating any fixed products (life and 
annuity) which meet certain standards.  Thus, Harkin confirms that States have exclusive 
jurisdiction rather than confirming state jurisdiction as such.   

Q4 We appreciate the bullet list contained in A4 is merely a high-level summary of the obligations.  
However, we believe the second last bullet should be more precise to reflect the precise 
provisions of the regulation.  We similarly believe it is preferrable in the last bullet to use the 
terminology from the regulation which is “basis for recommendation” rather than “justification 
for recommendation.”       

Q5 FACC continues to believe as a practical matter it will be difficult to regulate and supervise 
“recommendations” that do not lead to a sale.  With that in mind, FACC would request at a 
minimum the Working Group clarify that insurers are only expected to supervise 
recommendations that result in an application being submitted to the insurer.  It is especially 
true in the case of independent agents that insurers would not have the ability to monitor and 
supervise recommendations of an agent unless the insurer is made aware of the 
recommendation based on a submitted application.  We think such clarification would help align 
regulatory intent with reality.      

Q6 FACC believes it is important to edit the answer to fit the question so it is clear an agent who 
“assists” will be covered only “if” the agent exercises material control or influence.  The 
proposed edit to the first sentence makes this clearer.  FACC also believes this Q&A should be 
used as an opportunity to address other ambiguities to ensure the requirements of section 
6(A)(5) are clear and practical.  First, the term “material control or influence” is ambiguous, so 
we are proposing clarification be provided consistent with explanations given when this 
provision was originally adopted; i.e., that “material control or influence” contemplates an 
agent in a position of authority directing another agent to recommend certain products.  
Second, we think the Q&A states correctly that an agent exercising material control or influence 
should be held to the best interest standard, as opposed to being required to satisfy 
requirements that logically apply to the selling agent; thus we recommend making it explicit that 
an agent exercising material control or influence is not required to provide a disclosure notice to 
the client, which would create unnecessary confusion, as long as the agent exercising material 
control or influence is held responsible for abiding by the best interest standard.   

Q7 We propose a technical edit to align the answer more precisely with wording in the regulation.   

Q8 With respect to disclosure obligations, FACC believes greater clarity is needed in a number of 
respects to align industry practices with regulator expectations.       

a. We find it unclear whether a disclosure form is required for each sale recommendation
or for each client relationship.  In other words, if an agent works with a client and sells
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more than one annuity, is a separate disclosure form needed for each sale 
recommendation or does one disclosure form suffice for that agent-client relationship.  
We believe the intent is that a separate form is required for each sale recommendation 
and have added verbiage to make that explicit.  We ask the Working Group to provide 
clear direction in this regard.     

b. We continue to believe the NAIC should clarify that completion of the standard
disclosure form (Appendix A) satisfies all specific disclosure requirements set forth in
the body of the regulation, i.e., Section 6(A)(2)(a)(i) – (iv).  While that may be self-
evident, FACC asks NAIC to affirm this.  A good example is where the regulation says an
agent must give “a notice of the consumer’s right to request additional information
regarding cash compensation” and the standard disclosure form says “if you have
questions about the above compensation I will be paid for this transaction, please ask
me.”  FACC proposes verbiage in the FAQ to affirm that providing the standard
disclosure notice would be deemed to satisfy requirements in the body of the regulation
itself.

c. FACC recommends the supervisory requirements relative to agent disclosure be clarified
by the Working Group.  This is especially important for the independent distribution
channel where an agent represents multiple carriers and must disclose information
beyond the purview of any one insurer.  FACC recommends it be clarified that the
insurance company supervisory responsibility in this regard is only to ensure the
disclosure was made by the agent to the client and the insurer is not liable for content
of such disclosures.  FACC further recommends it be clarified that insurers may fulfill this
responsibility by obtaining an attestation from the agent that such disclosure
information has been provided to the client rather than requiring submission of the
form to the insurer.

d. FACC recommends adding a new question Q8a to clarify how independent agents
should handle the Appendix A form question “whose annuities can I sell to you.”  Our
proposed Q&A is intended to reflect what we believe to be the intent of the regulation.
That is, an independent agent should reply “two or more” unless the agent has a
contractual obligation to work exclusively or semi-exclusively with a single company or
family of companies (in which case the agent would disclose which insurance company
the agent primarily works with).  The fact that an independent agent may sell a larger
percentage for a certain company should not affect how that item is completed on the
disclosure form.

e. FACC recommends adding a new question Q8b to clarify the disclosure form is asking
how the agent is compensated for sale of the annuity as opposed to any other financial
products or services that may be provided by the agent to the public in general or to
that client specifically.  We believe that is the intent of the section of the disclosure form
entitled “how I’m paid for my work” but we think the way it is stated on the disclosure
form could create doubt.  We believe this warrants clarification.
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f. FACC recommends adding a new question Q8c to clarify that disclosure of material
conflicts of interest can be added to the standard disclosure form (Appendix A) at the
option of the agent.  We appreciate there is nothing in the regulation to prohibit it but
we think it would be helpful clarifying that all disclosures under the regulation, including
those relating to material conflicts of interest, can all be handled on a single form.

Q9 FACC respectfully objects to the manner in which question 9 is answered suggesting that an 
agent’s dual capacity as an investment adviser represents a material conflict of interest.  In this 
regard, FACC believes it is important to emphasize the model regulation has a very specific 
definition of “material conflict of interest,” which at its heart is concerned with whether an 
agent’s financial interest would affect her or his impartiality when recommending one annuity 
versus another.  Thus, while there may be other kinds of conflicts of interest, such as the 
conflicts that might arise from an agent wearing other hats (e.g., investment adviser, attorney, 
accountant), those are not conflicts addressed by this regulation.  If those other conflicts exist, 
we believe professional standards and applicable laws would require disclosure and consent by 
the client, but those conflicts and related requirements should not be conflated with 
requirements under this regulation.  FACC believes that ownership in an insurance company 
could be a material conflict as defined by the model regulation; other examples are when an 
producer or producer's agency has borrowed money from the insurer or employment of a 
spouse/partner or parent by the insurer to the extent those situations would cause a 
reasonable person to expect the agent’s impartiality in recommending an annuity to be 
compromised.    

Q10 As explained above with respect to Q9, we do not believe dual capacity as an investment adviser 
represents a material conflict of interest as defined by the model regulation.  FACC believes in 
those instances the conflict of interest arising out of dual capacity would be governed by the 
other profession’s requirements (e.g., SEC investment advisers rules) and insurance regulators 
should be mostly concerned with ensuring the agent properly holds out as an insurance agent 
and discloses that she or he is compensated for selling insurance products (all of which is 
addressed by the model regulation’s disclosure obligations).  However, to the extent there is a 
material conflict of interest as provided for in the model regulation, we believe it is helpful to 
explain what is required of an agent and provide examples, and thus we provide suggested 
verbiage for that purpose.  FACC’s proposed answer seeks to give guidance on how an agent 
should go about identifying any conflicts and then either avoiding them or taking proper steps to 
disclose the material conflict of interest to clients and mange it.   

Q12 FACC believes the prohibition on sales contests, quotas, bonuses, and other non-cash 
compensation based on sale of specific annuities over a limited period of time is clear in intent 
but the words are unfortunately open to interpretation.  The drafting note helps but there 
remains room for interpretation.  FACC therefore proposes clarifying the prohibition is intended 
by regulators to forbid short-term incentives designed to promote targeted products in a 
manner that creates undue pressure on agents to recommend annuities that may not be in the 
best interest of the client.  FACC believes the NAIC does not intend to interfere with well-
established forms of compensation used by insurance companies that are necessary to create 
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healthy incentives and promote competition in the marketplace.  The added verbiage in the FAQ 
could help to clarify the prohibition is focused no short-term product-specific incentives only.    

FACC hopes the Working Group finds our  comments helpful.  We will plan on attending meetings of the 
Working Group where the proposed FAQ is discussed so we can answer any questions.  In closing, we 
wish to emphasize that FACC considers this to be very important work that should be completed quickly 
as possible so companies, agents, and agencies can have the benefit of this information as they prepare 
for the regulation to begin taking effect in January 1, 2021.   

Thank you for the opportunity to comment.  

Sincerely, 

Kim O’Brien, CEO 
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Draft: 9/4/20 

Comments are being requested on this draft document by Oct. 2, 2020. Comments should be sent only by email to 
Jolie Matthews at jmatthews@naic.org.  

SUITABILITY IN ANNUITY TRANSACTIONS MODEL REGULATION (#275) 

BEST INTEREST STANDARD OF CONDUCT REVISIONS 

FREQUENTLY ASKED QUESTIONS 

This Frequently Asked Questions (FAQ) document is intended to specifically address those questions that are 
likely to arise as the states work to adopt the revised Suitability in Annuity Transactions Model Regulation (#275) 
and to assist in the uniform implementation and enforcement of its provisions across all NAIC member 
jurisdictions. No provision of this FAQ document is intended to supersede the specific language in Model #275.  

This FAQ document is offered to any state that chooses to use it. It is not intended to expand the content of the 
model regulation but provides interpretive guidance regarding certain aspects of its provisions. 

GENERAL 

Q1.  Why did the NAIC decide to revise the model to include a best interest standard of conduct? 

A1.  The revised model was developed, in part, in response to the U.S. Department of Labor’s (DOL) fiduciary 
rule, which was finalized in April 2016 but vacated in its entirety in March 2018. The DOL fiduciary rule would 
have expanded the scope of who is considered a fiduciary to federal Employee Retirement Income Security Act of 
1974 (ERISA) retirement plans and individual retirement accounts (IRAs) to include a broader set of insurance 
agents, insurance brokers and insurers. Separately, the U.S. Securities and Exchange Commission (SEC) released 
a proposed rule package in May 2018, which included Regulation Best Interest (Reg BI). The SEC finalized Reg 
BI in June 2019. The final Reg BI establishes a best interest standard of conduct for broker-dealers beyond the 
existing suitability obligation that applies to federally registered variable annuities. Recognizing the SEC’s and 
the DOL’s role in the regulatory landscape and believing that consumers are better protected when, to the extent 
possible, there is harmonization ofcompatibility with the regulations enforced by the states, the SEC and the DOL, 
the NAIC revised the model to establish a framework for an enhanced standard of conduct that is more than the 
model’s current suitability standard but not a fiduciary standard.  

Q2.  How does the Harkin amendment, Section 989J of the Dodd-Frank Act apply to the revised model? 

A2. Section 989J confirms exclusive state authority to regulate the sale of fixed indexed annuities and 
exemptionproviding that such annuities are exempt from federal securities regulation when certain conditions are 
met, including when the state in which the contract is issued or the state in which the insurer issuing the contract is 
domiciled:1) has adopted requirements that “substantially meet or exceed the minimum requirements” established 
by the 2010 version of the NAIC’s Suitability in Annuity Transactions Model Regulation (#275); and 2) “adopts 
rules that substantially meet or exceed the minimum requirements of any successor modifications to the model 
regulation[]” within 5 years of the adoption by the NAIC. The only exception to this requirement is if the product 
is issued by an insurance company that adopts and implements practices on a nationwide basis that meet or exceed 
the minimum requirements established by the NAIC’s Model #275, “and any successor thereto,” and is therefore 
subject to examination by the State of domicile or by any other State where the insurance company conducts sales 
of such products.  

The NAIC considers the 2020 revisions to be a successor modification to the model that exceeds the requirements 
of the 2010 revisions, which is reflected in a drafting note to Section 1—Purpose:   
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“Section 989J of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (“Dodd-Frank Act”) 
specifically refers to this model regulation as the “Suitability in Annuity Transactions Model Regulation.” Section 
989J of the Dodd-Frank Act confirmed this exemption of certain annuities from the Securities Act of 1933 and 
confirmed state regulatory authority. This regulation is a successor regulation that exceeds the requirements of the 
2010 model regulation.” 

As such, states need to work toward adopting the 2020 revisions within 5 years after its adoption by the full NAIC 
membership in February 2020 to maintain their exclusive authority to regulate the sale of fixed annuities. 

EXEMPTIONS 

Q3.  What is the intent of the exemption to the revised model’s provisions under Section 4A to allow a 
consumer in response to a direct response solicitation to purchase an annuity product where no 
recommendation is made based on information collected from the consumer?  

A3. This exception from the rule was in the 2010 model rule and was not changed in the 2020 version.  A 
direct-response solicitation is a solicitation through a sponsoring or endorsing entity solely through mails, the 
Internet, a digital platform, or other mass communication media that does not involve a communication directed 
to a specific individual by a natural person, or by a simulated human voice.  

BEST INTEREST STANDARD OF CONDUCT 

Q4.  What is the best interest standard of conduct and how would a producer or insurer satisfy it? 

A4. To satisfy the best interest obligation, a producer or an insurer must satisfy the four obligations: 1) care; 2) 
disclosure; 3) conflict of interest; and 4) documentation.  

To satisfy the four obligations, when making a recommendation, producers must: 
 Know the consumer’s financial situation, insurance needs and financial objectives;
 Understand the available recommendation options;
 Have a reasonable basis to believe the recommended option effectively addresses the consumer’s financial

situation, insurance needs and financial objectives;
 Communicate the basis of the recommendation to the consumer;
 Disclose their role in the transaction, their sources and types of compensation, and any material conflicts of

interest as defined by the regulation; and
 Document, in writing, any recommendation and the justificationbasis for such recommendation.

Q5.  What types of recommendations fall under the best interest standard of conduct? 

A5.  All recommendations made by a producer or insurer to purchase, exchange or replace an annuity product 
must comply with the best interest standard of conduct. Specifically, as defined in Section 5M, a 
“recommendation” is advice provided by a producer to an individual consumer that was intended to result or does 
result in a purchase, an exchange or a replacement of an annuity in accordance with that advice.  Insurers 
providing supervision are responsible for any recommendation contained in an application made for purchase that 
is submitted to the insurer.  A recommendation does not include general communication to the public, generalized 
customer services assistance or administrative support, general educational information and tools, prospectuses, or 
other product and sales material. 
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Q6.  Does the best interest standard of conduct apply to a producer who never meets the client, but 
assists a producer in making a recommendation to the client? 

A6.  Yes, the standard applies, if under Section 6A(5), a) the producer who has exercised material control or 
influence in the making of a recommendation and has received direct compensation as a result of the 
recommendation or sale, regardless of whether the producer has had any direct contact with the consumer.  
“Material control or influence” means the producer from a position of authority over another producer directs 
selection of the product for recommendation and how the recommendation is  communicated to the client.  A 
producer who exercises material control or influence, but has no direct contact with the consumer, is subject to the 
standard of conduct but not required to provide a disclosure form as provided for under Section 6a(2)(a). 

CARE OBLIGATION 

Q7.  What is the intent of language in Section 6A(1)(c), which states “Producers shall be held to 
standards applicable to producers with similar authority and licensure?” 

A7. The intent of this language is to help to ensure that in any compliance or enforcement action, a producer’s 
recommendation is compared only to other producers with similar authority and licensure as opposed to being 
compared to investment advisers or possibly higher-level fiduciaries, such as trust officers or plan sponsors under 
the federal Employee Retirement Income Security Act of 1974 (ERISA) for compliance and enforcement 
purposes.  

DISCLOSURE OBLIGATION 

Q8.  To satisfy the disclosure obligation, Section 6A(2)(a) requires a producer to provide the completed 
“Insurance Agent (Producer) Disclosure for Annuities” form in Appendix A prior to a recommendation, 
can a producer provide the form at the initial client meeting? Is the producer required to update the form 
and provide it again or can the producer provide it once and satisfy this obligation? 

A8.  Yes, aA producer can satisfy the disclosure obligation by providing athe completed form during the initial 
client meeting. However, if or at any time prior to the recommendation or sale.  A separate completed form must 
be provided by the producer to the client for each recommendation or sale.  A form substantially similar to 
Appendix A is deemed to satisfy the requirements set forth in Section 6A(2)(a)(i) – ((v).  If, after the completed 
form is provided to the client, the information on the completed form becomes out-of-date prior to a 
recommendation or sale, the producer is expected to provide the consumer with an updated form. prior to 
consummation of the transaction.  For purposes of supervision, insurers may accept attestation from the producer 
that the completed form was presented to the client, and insurers are not responsible for content of the completed 
disclosure form except to the extent it applies to the relationship between the insurer and the producer or products 
offered by the insurer.    

Q8a.     On the Appendix A disclosure form where it asks “whose annuities can I sell to you,” how should 
producers differentiate between “two or more” and “two or more although I primarily sell annuities from” 
a specific insurer in cases where the producer sells mostly for one insurer but is not required to do so by 
contract?  

A8a.     When answering the question “whose annuities can I sell to you”, the response “two or more” is 
appropriate rather than “two or more although I primarily sell annuities from” a specific insurer if the agent has no 
contractual obligation to work exclusively or semi-exclusively with a single company or family of 



companies.  The fact that an agent sells products mostly for a certain insure in a given time period, absent a 
contractual obligation, should not affect how that item is completed on the disclosure form. 

Q8b.     For the Appendix A disclosure form section titled “How I’m Paid for My Work,” does that only 
apply to cash compensation paid to the producer for sale of the annuity that is being recommended, as 
opposed to any compensation paid to the producer for other kinds of financial services. 

Q8a.    Yes, the producer is expected to disclose information on the form concerning compensation paid to the 
producer that is directly related to purchase of the annuity which in most cases will either be commission paid by 
the insurance company or fees paid by the consumer in the case of fee-based annuities.  However, to the extent the 
agent provides any other kinds of services (for example, investment advice, accounting, tax consulting, legal 
services), compensation for such services are not required to be disclosed on this form if unrelated to purchase of 
the annuity though in most cases other laws and regulations will require separate disclosure of such compensation 
and agreement to the same by the consumer.     

Q8c. Is it permissible for a producer to use the Appendix A disclosure form to disclose any material 
conflicts of interest? 

Q8c. Yes, producers are required to make disclosures required by the regulation using a form substantially 
similar to Appendix A.  This means producers may modify the form to include additional information disclosing 
material conflicts of interest as required by Section 6(A)(3), or absence of any such conflicts, provided the 
additional information does not interfere with presentation of the required information described in Section 
6(A)(2).  

CONFLICT OF INTEREST OBLIGATION 

Q9.  As defined in Section 5I(2), a material conflict of interest does not include cash compensation or 
non-cash compensation, what.  What other type of financial interest would be considered a material 
conflict of interest? Is it only an ownership interest as referenced in Section 6A(3)? 

A9. A producer who is also dually registered as an investment advisor under state securities law is required 
under Section 6A(3) to reasonably manage and disclose the related conflicts of interest.  This management must 
commence when the producer first meets with a potential customer even before the dually licensed producer 
knows the ultimate capacity in which the producer will be acting.  The actual capacity when the producer executes 
a specific transaction may not be known early in the relationship and the related professional or contractual 
obligations may not be determined based upon the specific facts and circumstances and the consumer profile 
information until later in the relationship, thus creating a conflict of interest for the producer.  The dually licensed 
producer should assume that both Model #275 and the Investment Advisers Act apply, and that the producer must 
manage and disclose the conflict of interest.A9. The revised model defines material conflict of interest as “a 
financial interest of the producer in the sale of an annuity that a reasonable person would expect to influence the 
impartiality of a recommendation.” As stated in the model regulation, material conflict of interest could include 
ownership interest in the insurance company issuing the recommended annuity if that ownership interest is 
significant enough that a reasonable person would expect it to influence the producer’s impartiality in 
comparing annuity product options.  Ownership interest is mentioned in the model regulation as an example and 
is not exclusive.  Depending on facts and circumstances, other examples would include situations where a 
producer or the producer’s agency has borrowed funds from an insurance company or the producer’s relative 
such as spouse/partner or parent holds an executive position at an insurance company if in those situations a 
reasonable person would expect the producer’s impartiality to be affected when making a recommendation of 
an annuity.     

Q10. Under Section 6A(3), to satisfy the conflict of interest obligation, what must a producer do to 
identify and avoid or reasonably manage and disclose a material conflict of interest? Examples? 
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A10. The differences in professional and contractual obligations between a producer acting in the consumer's 
best interest at the time of the transaction and an investment advisor acting in the consumer's best interest over the 
term of a professional advisory contract are substantial.  Managing this conflict of interest will require more than 
simple disclosure.  The dually licensed producer must ensure that the customer has a timely comprehension of the 
producer's varied interests in the relationship decisions and the producer must ultimately and before making a 
recommendation have a reasonable basis to believe the producer's recommended professional relationship or 
capacity along with any related annuity recommendation effectively addresses the consumer's financial situation, 
insurance needs and financial objectives. 

A10. As noted above, a material conflict of interest for purposes of the model regulation means a “financial 
interest of the producer in the sale of an annuity that a reasonable person would expect to influence the 
impartiality of a recommendation.”  The regulation is concerned with whether the producer is motivated by 
financial interests other than compensation in recommending one annuity over anther that may conflict with the 
interests of the client.  In all cases, the producer must identify such conflicts, and if they exist, the producer must 
either avoid the conflict or disclose and reasonably manage the conflict.  For example, if the producer’s agency 
has borrowed money from an insurance company, the producer must identify whether that debt obligation rises 
to a material conflict of interest, and if it does, the producer must either avoid the conflict by refraining from 
recommending annuities issued by that insurer, or disclosing the conflict to the consumer and taking steps to 
ensure recommendations of an annuity issued by that insurance company would effectively address the needs 
and objectives of the consumer in accordance with the model regulation.  It should be noted here that a producer 
who is also an investment advisor, lawyer, CPA, or other kind of professional who “wears more than one hat” 
would not have a material conflict of interest based solely on the fact the producer serves in that dual capacity 
based on the definition of material conflict of interest in this regulation but may have a conflict of interest under 
protocols pertaining to those other professions.  From an insurance regulatory perspective, the obligation of the 
producer is to disclose that he or she is in the business of selling annuities and compensated for such sales which 
is accomplished by compliance with the disclosure obligation under Section 6(A)(2).     

SUPERVISION SYSTEM 

Q11. Do these revisions require insurers to set up new supervision systems to ensure producer 
compliance with this new standard of conduct? 

A11. No, but the revisions do add additional insurer supervision requirements by requiring insurers to establish 
and maintain reasonable procedures in three additional areas:  

 To assess whether a producer has provided to the consumer the information required by the revised model.
 To identify and address suspicious consumer refusals to provide consumer profile information.
 To identify and eliminate any sales contests, sales quotas, bonuses, and non-cash compensation that are

based on the sales of specific annuities within a limited period of time. 

Q12. Section 6C(2)(h) requires an insurer as part of its supervision system to establish reasonable 
procedures to identify and eliminate sales contests, quotas, bonuses, and non-cash compensation based on 
the sale of specific annuities within a limited period of time. What type of business practices is this 
provision intended to address?  

A12. The requirements of Section 6C(2)(h) are not intended to prohibit general incentives regarding sales of an 
insurance company’s products where there is no emphasis on a particular product. As the provisions states, 
insurer business practices involving intended to prohibit sales contests, quotas, bonuses, and non-cash 
compensation based on the sale of a specific annuity or annuities particular product within a specified or limited 
period of time are prohibited and.  It is not intended to prohibit an insurance company from providing general 
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incentives to producers with no emphasis on any particular product.  The purpose of this provision is to prevent 
short-term targeted incentives that put undue pressure on producers to sell particular annuities in a manner that 
could be contrary to the best interest of the consumer.  In general, this means incentives that reward sale of a 
particular annuity product (identified commonly by a product name) over a shorter period of time (for example a 
month or a quarter) should be identified and eliminated. because they put undue pressure on the producer to 
promote that product over other annuities that may more effectively address the consumer’s needs and objectives.     
 
TRAINING 
 
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.  
 
 
G:\GOVTREL\DATA\Health and Life\Life\Annuity Suitability WG 2017\FAQ Document\Draft FAQ-3.docx 

 

 

 




