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In its November 26 comment letter, CEJ detailed the current draft’s many flaws, from ineffective 
disclosures, to inconsistent standards for comparable products, to overly broad safe harbors.4 
While all are serious, we view the following as its most critical shortcomings: 

 The current draft does not impose a true best interest standard. The current draft 
requires that the producer have a reasonable basis to believe the recommended annuity 
meets the consumer’s needs. That is not a true best interest standard; it is simply a 
restatement of the obligation to make suitable recommendations.5 Calling it a best interest 
standard is misleading. Moreover, the standard is vague and full of loopholes. 

 The current draft does not rein in the most harmful and pervasive conflicts of 
interest. The proposed standard excludes all forms of cash and non-cash compensation 
from the definition of material conflict of interest. As a result, compensation practices at 
the heart of a whole host of recent life insurance and annuity sales scandals would be 
preserved. The associated conflicts would not even have to be mitigated to minimize their 
harmful impact. 

 The current draft’s ban on certain sales contests and incentives is too narrowly 
drafted to promote real reform. The proposed ban on time-limited, product-specific 
sales contests and incentives appears, at first glance, to be a major step toward 
eliminating some of the most anti-consumer practices common in the industry today. 
However, closer scrutiny reveals that it is so narrowly drafted that its only effect will 
likely be to force insurers to redesign, rather than eliminate, such practices. 

 The current draft relies heavily on disclosures that are poorly designed and not 
provided at the appropriate time. In a number of areas, the proposed standard is 
satisfied through disclosure, but the Committee has failed to test the proposed disclosures 
to ensure that they are effective. Moreover, because of the proposal’s lax delivery 
requirements, key disclosures, such as the Producer Relationship Disclosure Form, are 
likely to come too late to benefit the consumer. As a result, the disclosures are likely to 
do more to shield insurers and producers from liability than to inform or protect 
consumers. 

As a result of these and other serious shortcomings in the current draft, we see no basis for the 
claim that the revised model “exceeds the requirements” of the current model. Certainly, the 
Committee has failed to provide any analysis to support that claim. Such analysis and 
documentation is essential before the proposed revisions are adopted. In particular, the 
Committee should explain whether and how the requirement to ensure that a recommendation 
meets the needs of the consumer enhances the existing obligation to make suitable 
recommendations, how compensation-related conflicts will be prevented from undermining the 
standard, and to what extent sales contests and other problematic practices that are common in 
the industry today would be eliminated under the revised standard.  

                                                            
4 Comment of the Center for Economic Justice to the NAIC Life Insurance and Annuity (A) Committee regarding 
Proposed Revisions to the Annuity Suitability Model Regulation, Nov. 26, 2019.  
5 We have described elsewhere what a true best interest standard would look like. See, e.g., November 26, 2019 CEJ 
Comment. See, also, January 22, 2018 letter from Consumer Federation of America to Jolie H. Matthews, Senior 
Health and Life Policy Counsel, National Association of Insurance Commissioners, https://consumerfed.org/wp-
content/uploads/2018/01/cfa-comment-letter-regarding-naic-best-interest-standard.pdf.  
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