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Agenda

• The Environment for Annuity Regulations
• Best Interest Standard and Producer 

Obligations
• Insurer Requirements
• Safe Harbors
• Producer Training



The Environment for Annuity Regulations

• Trend of shift from “salesperson” to that of advisor or financial 
consultant due to:

• Greater consumer service and personalization expectations

• Increase specialization in the financial services industry

• Changing financial needs and goals as more and more consumers step 
into retirement

• The introduction of more sophisticated-and compex-financial products

• Growing consumer reliance on outside financial advice and guidance

• More options to address consumer financial requirements and 
objectives (not all of which would be appropriate for a given 
consumer)



The Environment for Annuity Regulations

• In 2017, the National Association of Insurance Commissioners (NAIC) 
established a working group to review and if necessary, revise long-
standing Suitability in Annuity Transactions Model Regulation.

• The Department of Labor had already redefined its definition of 
retirement plan investment advice which extended the formal obligation 
of fiduciary duty to many insurance producers (Vacated in 2018).

• Around same time, SEC began efforts to heighten standards of conduct 
for broker-dealers and associated persons which resulted in Regulation 
Best Interest in 2019-broker dealers and registered representatives must 
act in the best interest of the customer when recommending a product 
purchase or investment strategies.

• In 2020, NAIC enacted new revisions to Model #275 (Suitability in Annuity 
Transactions Model Regulation) to include a “best interest of the 
consumer” conduct requirement. (Not a fiduciary standard)

• Effective 1/1/2023 for Hawaii



Best Interest Standard



Best Interest Standard

• Care Obligation:

• Know the consumer’s financial situation and objectives

• Understand your own available product offerings

• Have a reasonable basis to believe your recommendation effectively 
addresses the consumer’s needs

• Communicate the basis of the recommendation to the consumer, 
preferably in writing

• Replacements-must consider whole transaction and whether replacing 
product will substantially benefit the consumer over the life of the 
product



Best Interest Standard

• Disclosure Obligation:

 Provide Producer Disclosure Form to the consumer prior to any 
recommendation.  Retain a signed copy of the form and leave one 
with the consumer.

 If requested by the consumer, disclose more information about your 
compensation, which can be expressed by a range or percentage.



Best Interest Standard

• Documentation Obligation:

 Document a written record of any recommendation you make as well 
as the basis for that recommendation (even if recommendation does 
not result in a sale)

 Maintain any information collected from the consumer, disclosures 
made to the consumer (including summaries of oral disclosures), and 
any other information used in making the recommendation.



Best Interest Standard

• Conflict of Interest Obligation:

 Consider any potential conflicts of interest that could influence the 
impartiality of your recommendation. 

 Either identify and avoid or manage and disclose the conflict(s) to 
consumer.  As a best practice, if you have a question whether a 
financial interest is a conflict, disclose it to the consumer.



Best Interest Standard

• The obligation to evaluate and assess product features does not 
extend beyond the types of products the producer is authorized and 
licensed to sell or recommend.

• Does not require that the annuity with the lowest one-time or 
multiple occurrence compensation schedule necessarily be 
recommended

 Does not require the producer to assume ongoing monitoring 
obligations (unless this obligation is owed separately under the terms 
of an advisory or consulting agreement with the consumer).

 Does not require that the same importance or significance be given to 
every factor involved in a product analysis.

 Does not create or require a fiduciary obligation with the consumer.



Best Interest Standard

• No obligation to consumer if: 

• No recommendation is made.

• Recommendation was made that was later found to have been based 
on materially inaccurate information provided by the consumer.

• The consumer refused to provide relevant profile information, and the 
transaction is not recommended.

• The consumer decides to enter into an annuity transaction that is not 
recommended by the producer.



Insurer Requirements

• Must establish and maintain supervision procedures:

• To inform producers of the requirements of the regulation

• Provide product and consumer best interest training for producers

• That confirms consumer profile information to identify and deter 
submission of inaccurate information

• That ensures producers provide the necessary and required 
information to consumers before annuity issue

• That identify and eliminate any sales contest, sales quotas, bonuses, 
and non-cash compensation based on specific annuity sales within a 
limited period of time

• Must provide written report to senior management regarding the 
effectiveness of its supervision system



Safe Harbors

• Recommendations and sales of annuities made in compliance with 
comparable standards shall satisfy the requirements under the 2020 
Model Regulation.

• Example-Broker-dealer and registered representatives follow SEC and 
FINRA rules pertaining to best interest obligations and supervision of 
annuity recommendations and sales including Regulation Best Interest

• Example-investment advisers following the fiduciary duties and 
requirements imposed by contract under the Investment Advisors Act 
of 1940 including Form ADV



Producer Training

• All previous product and CE training requirements survive in the new 
NAIC Model #275.

• If you already completed required state 4-hour annuity training course 
in the past (prior to 12/31/2022), then a one credit training course on 
appropriate sales practices, replacement, and disclosure requirements 
under the newly amended NAIC #275.

• For producers who obtain license after 12/31/2022, a new 4-hour 
training course incorporating the new NAIC #275.

• Producers licensed prior to 12/31/2022 have until 7/1/2023 to take 
one-hour course. Otherwise, producers must take new 4-hour course.

• Compliance with another state’s training requirements similar to this 
requirement will be deemed to be in compliance with Hawaii’s 
requirements.











Any Questions?



Thank you!

Michael Sato
msato@askoxy.com

(808) 527-8869
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