
   
 
 

 
 
700 Walnut Street, Suite 1600 
Des Moines, Iowa 50309 
 
 
April 28, 2020 
 
Commissioner Doug Ommen 
Iowa Insurance Division 
Two Ruan Center 
601 Locust Street, Fourth Floor 
Des Moines, Iowa  50309 
doug.ommen@iid.iowa.gov 
 
Tracy Swalwell 
Iowa Insurance Division 
Two Ruan Center 
601 Locus Street, Fourth Floor 
Des Moines, Iowa 50309 
Tracy.swalwell@iid.iowa.gov 
 

Re: ARC 4998C – Proposed Rule Making Related to Best Interest Standard for 
Insurance Securities and Professionals   

 
Dear Commissioner Ommen and Ms. Swalwell: 
 
 The Federation of Iowa Insurers (Federation) appreciates the opportunity to submit 
comments on ARC 4998C, the Iowa Insurance Division’s (Division) Notice of Intended Action 
amending Chapter 15, “Unfair Trade Practices,” and adding new Chapter 50, “Regulation of 
Securities Offerings and Those Who Engage in the Securities Business” to the Iowa 
Administrative Code.  The Federation of Iowa Insurers is a state trade association whose member 
companies sell life insurance, annuities, health insurance, and provide other insurance products 
and financial services to millions of Iowans. 
 
 The Preamble to the rulemaking states the changes to Chapters 15 and 50 would require 
annuity agents and securities agents to act in the best interest of their customers. The rulemaking 
follows recent action by the National Association of Insurance Commissioners (NAIC) to 
develop a model Suitability in Annuity Transactions Model Regulation that is harmonized with 
the Regulation Best Interest (Reg BI) standards adopted by the U.S. Securities and Exchange 
Commission (SEC).  
 
 

 



   
 
 

Comments on Chapter 15 Amendments 
 
The Federation fully supports the Division’s proposed rules in Chapter 15 to adopt a best 

interest standard for insurance companies and insurance professionals. We believe the proposed 
rulemaking does in fact closely align with the NAIC model, and appreciate the Division’s lead in 
meeting that objective and moving forward to adopt the standard for the industry. While we 
support the proposed rules without any modifications, we want to bring a couple of items to your 
attention that may warrant additional clarification, perhaps in the form of a bulletin or Q&A.  

 
Subparagraph 15.75(3)“b”(8) prohibits, among other things, “sales contests” based on the 

sales of specific annuities within a limited period of time. When the NAIC adopted the provision, 
an accompanying drafting note was also adopted to clarify that the provision does “not prohibit 
general incentives regarding the sale of a company’s products with no emphasis on any particular 
product.” We consider this an important clarification worthy of being articulated by the Division 
as guidance for the industry. While we believe the substance of the drafting note is implied, in 
the interest of clarity we believe it should be made explicit. This is especially important for 
independent distribution where insurers and intermediaries need certainty that any incentive 
program for their agents falls outside the scope of this prohibition as long as incentives under 
such programs are generalized without placing emphasis on any particular product offered by the 
insurer or intermediary. We believe this was the thrust of discussion during NAIC deliberations. 
It would be helpful if the Division could clarify that general incentive programs used by insurers 
or intermediaries with independent agents are permitted as long as they do not emphasize 
specific products that might influence an agent’s selection from among the products available 
from that insurer or intermediary. 

 
Also, the disclosure form in Appendix VI contains a statement that the agent “may also 

receive other indirect compensation resulting from this transaction (sometimes called “noncash” 
compensation), such as health or retirement benefits, office rent and support, or other incentives 
from the insurance company or other sources.” We believe this general disclosure is intended to 
satisfy the requirements of subparagraph 15.75(1)“b”(4), and that agents who are paid 
commission and who may also qualify for or receive noncash compensation from insurers or 
intermediaries, are not required or expected to provide other information related to the noncash 
compensation. This issue was discussed at NAIC meetings during development of Appendix VI 
and the intention was that the general disclosure would suffice. We would appreciate 
clarification that if an agent makes the disclosure as provided in Appendix VI, additional 
information related to the sources and types of noncash compensation is not required.  
 

Comments on New Chapter 50 
 
 The Federation also appreciates the Division’s approach in proposing securities rules that 

follow the SEC’s Reg BI best interest standard for brokerage businesses. 
 
We would ask the Division to consider removing subparagraph 50.104(3)“a”(5), under 

the care obligation, which appears to deviate from Reg BI. We believe the deviation from Reg BI 
could cause confusion and potentially impose unnecessary burdens and costs on broker-dealers.  

 



   
 
 

We would also request clarification on the effective date of the Chapter 50 rules and 
would suggest making the effective date consistent with the proposed rulemaking relating to 
Chapter 15.  

 
 While we have asked for clarification on a couple of items in the Chapter 15 rules, we 
want to make it clear that the Federation is not asking for changes to the rules and fully supports 
that part of the rulemaking. We urge adoption of the Chapter 15 rules as quickly as possible 
without modification. If others in the industry believe more time is needed to discuss the 
proposed new rules in Chapter 50, we could support removing that part of the rulemaking and 
proceeding only with adoption of the Chapter 15 rules.  
 

Thank you for your consideration and the opportunity to comment. Please contact Katie 
Graham or me if you have any questions or would like to discuss these comments further. 
 
 Sincerely, 
  

 Paula S. Dierenfeld 
 Executive Director 
 
PSD 
cc: Katie Graham  


