NAIFA
A

www.NAIFA.org

M

A NAIFA 2014 - SAN DIEGO

w SEPTEMBER 6-8 - Celebrating 125 Years of NAIFA



NAIFA
W
7 www.NAIFA.org

William R. Anderson, Esq.
Senior Vice President
Government Relations




NAIFA
A .

www.NAIFA.org

CONGRESSIONAL
CONFERENCE

MAY 20-21, 2014
WASHINGTON, D.C.

%;_*'-‘*******‘k********************




NAIFA
A .

www.NAIFA.org

Bt tax bill that may or .
year, | think you need (o
maybe with a It




NAIFA
A

www.NAIFA.org















Newest Members

Marty Berger, lowa

Marc Bregman, California

Bob Brown, Tennessee
Michelle Grassley Clarke, lowa
Scott Colby, Kansas

Tom Cothron, Florida

Andra Grava, Texas
Johnny Johns, Mississippi
Bob Nelson, Nebraska
Greg Toscand, Minnesota
Rod Whited, Florida

Bill Zimmerman, California



Licensing Reform Policy & Strategy Update

Jill E. Hoffman

Assistant Vice President
Federal Government Relations







NARAB Il Status

March 12, 2013 — NARAB |l introduced in U.S. Senate

') March 14, 2013 NARAB Il introduced in U.S. House of Representatives

')  March 19, 2013 — NARAB Il hearing in Senate Banking Committee
4 June 6, 2013 — Senate Banking Committee Advances NARAB Il
4 September 10, 2013 - Passes House 397 — 6

January 31, 2014 — Passes Senate as part of Flood Reform fix

March 21, 2014 — Flood Reform fix enacted without NARAB

4 June 19, 2014 — Included in House TRIA Reform Bill
4 July 17, 2014 - Passes Senate as part of TRIA Reform bill

o
B December 31, 2014 — TRIA Expires




Licensing Reform Policy & Structural Elements

Scott A. Sinder

Outside Counsel
Steptoe & Johnson, LLP



NARAB Il

The National Association of Registered Agents & Bro kers

A national system for licensing insurance agents & brokers



NARAB

NARAB Membership:

1. Producer licensed in home state

2. Meets NARAB'’s qualifications
» Based on NAIC PLMA and highest state standards
» Background check

3. Pays state licensing fee(s)

Producer licensed in every state where fees paid



NARAB

« 13 member Board of Directors

— 8 state regulators
— 5 non-regulators

e Coordination with FINRA
— To “ease burdens” on members of both organizations
— Open-ended
» Categories and classes of membership — entity licensure included

« 10-Day reqgulator “look back” period before licensure final



Implementing NARAB

* President appoints Board of Directors

— Regulators (NAIC)
— Industry/Private Sector

 Board Hires Executive Director and Staff

» Board/Exec Director:
— Raises initial capital (Loans, no Federal funds)
— Hires third-party technology vendor (NIPR?)

— Establishes membership qualifications
»  Based on PLMA and current state standards
»  Rulemaking-type process with public input?

Organization up and running within 2 years



Tax Legislative Strategy & The SecureFamily Coaliti  on

Diane R. Boyle, HIA

Vice President
Federal Government Relations




$3.2 Trillion from Industry

JCT Tax Expenditure Estimates

Employer health and LTC premiums
Capital gains/long-term dividends
401(k)/other DC plans

Health insurance exchange subsidies
Defined benefit plans

Cafeteria plans including FSAs
Exclusion of capital gains at death

Life insurance and annuity inside buildup
Traditional IRAs

Self-employed pension plans (Keogh's)
Capital gains/carryover basis on gifts

2014-2018

m Billions of Dollars

$69.50
$52.10
$36.10

$399.00
$318.10
$248.30

$193.00

$174.80

$158.10

$632.80

$785.10



$3.2 Trillion from Industry

(Continued)

JCT Tax Expenditure Estimates
2014-2018

m Billions of Dollars

Roth IRAs $30.20
Self-employed health insurance $29.40
Accident/disability income insurance $21.30
Section 179 expensing $17.60

Group term life insurance $16.80

VEBAS $16.10
Life insurance company reserves $15.40

Health Savings Accounts $11.50

ESOPs $4.60
ACA small business tax credit $4.50



Top Ten Expenditures

1. |[Employer health and LTC premiums [$785.1 billion
2. |Capital gains/long term dividends $632.8 billion
3. [Foreign corporations income $418 billion

4. [Mortgage interest deduction $405.2 hillion
5. |Defined contribution plans $399 billion

6. |Earned income credit $352.8 billion
7. |Health exchange subsidies $318.1 billion
8. |State and local tax deduction $316.4 billion
9. |Child and dependent care credit $285.5 billion
10. | Defined benefit plans $248.3 billion

Nearly 45% of all
expenditures are
NAIFA related

m NAIFA
m All other



Industry Unity

e Secure Family

 NAIFA’s Strength — Members in every Congressional
district



Should | Stay or Should | Go?

 |nversions

 Corporate tax reform



Moral of the Story

IF YOU IGNORE
THE REVENUE HUNGER,
YOU MIGHT END UP WITH
A FIRE IN YOUR BACKYARD



House “Camp” Draft Tax Reform Update

Danea M. Kehoe, Esq.

Outside Counsel
DBK Consulting



Good News

The Camp draft does not have a
provision to change

iInside buildup tax rules!



Camp
Discussion
Dralft

Impacts life
Insurance
iIndustry
particularly hard




e DAC — Deferred Acquisition Costs
* Policy Reserves
e COLI — Company Owned Life Insurance

e DRDS — Dividends Received Deduction



Changes to capital gains rates also
proposed

Comparisons between risk-based
products and pure investments.....



Camp Tax Plan Extracts
$583 Billion

from Life Insurance
Interests



Remain Prepared,
and Stay Engaged



Retirement Security Policy & Politics

Judi A. Carsrud

Director of Federal Government
Relations




With 10,000 people retiring every day this year,
and every year for the next 16 years, retirement
savings iIs a big deal for:

Consumers

Lawmakers

Regulators

Financial Advisors



401(k)
Vesting
Safe harbor
ERISA
CDAs
QLACs
Defined Benefit
Defined Contribution
Auto enroll
Auto escalate
LIDA

Fiduciary
ROTH
Rollovers
MyRA
Target Date Funds
Post retiree medical
Long term care



Complex and Confusing

 But, NAIFA’s message is simple:

— Encourage all savings programs!
« Qualified plans offered by employers
* IRAs and ROTH IRAs
o Annuities
 Life Insurance



NAIFA'S message...

 Improve on what is already working
— Employer-sponsored plans are effective

e Increase education, access and options
* Help families protect against

— Dying too soon

— Living too long



How much do you need to retire?

8 times final pay — USA Today

8 times final pay at age 67 — Fidelity

9.4 times final pay at age 67 — Aon Hewitt

10 times final pay — Frontline Special on PBS

11 times final pay at age 65 — Aon Hewitt

12 times final pay — T. Rowe Price

13.5 times final pay at age 63 — Aon Hewitt

18 times final pay — EBRI

20 to 25 times final pay at age 65 — many financial advisors
25 times final pay — to ensure an annual withdrawal rate of 4%



Camp tax draft provisions

 Pension and retirement savings

o $224.7 billion of revenue estimated*
* Repeal
* Freeze frequently used words!
e Modify

*Value estimated over 10 years



Tax reform proposal...

50% reduction in amounts allowed on a pre-
tax basis to defined contribution plans

Balance can be ROTH-type contributions

Plans with over 100 ee’s must include ROTH
accounts in plans

Freeze inflation index on plan contribution
limits for 10 years



More reform proposals....

Re
Re
Re

Dea
Dea

DEa

traditional IRAS
SEPs/SIMPLE 401(k)s
Small Business new plan and ACA

tax credits
Modify rules for inherited IRA distributions



The Risk?

 The tax reform draft isn’t likely to be enacted
In It's entirety

e Provisions do pose risk individually as
sources of revenue for other legislation

e Educating the need for more savings, easier
and simpler plans, access, and advice — not
less!



Speaking of advice.....DOL update

 Department of Labor regulatory efforts

— Would like to re-define who is a fiduciary in
providing education, information and
advice to retirement account holders

— This includes all 401(k) type plans & IRAs



DOL concern

« The DOL Is convinced that advisors
compensated by a third-party —
Including all registered representatives
paid through their broker/dealer — are
conflicted and will always provide
adverse advice



Our concerns

 DOL refusal to meet with industry
representatives; even failed to schedule
meetings with lawmakers

 The new rule may prohibit you from
offering advice, even If its In the best
Interests of the plan and participants.




Advocacy success
« DOL has delayed, again, it’s possible
release date of proposed regulations

* NAIFA efforts to have White House
weigh in were effective

 Re-proposal from DOL expected after
January 2015



Advocacy successes....

« New Dem letter; Sm Business committee
etter; Congressional Black Caucus letter;
Hispanic Caucus letter

 Requests to lawmakers to reach out to White
House (NEC is policy advisor)

* Results: another delay; promises to meet with
Industry in order to “get it right”




Ready and Prepared

The DOL may act in 2015

NAIFA will continue its work educating
lawmakers and regulators

NAIFA members - and your clients — will have
opportunity to weigh in

Very short informative video will be available
as part of overall grassroots campaign



DOL vs. SEC

 SEC has jurisdiction over all securities
transactions, including those involving
retirement accounts

 DOL has jurisdiction over only those
transactions involving retirement accounts

« Gary Sanders will expand on SEC efforts



Securities Regulation and State Update

Gary A. Sanders, Esq.
Vice President
Securities &

State Government Relations




Securities Regulation--SEC and FINRA



Uniform Standard of Care-- a Fiduciary Duty
for IAs and B/Ds?

o Still the #1 issue -- Will the SEC propose a

uniform fiduciary duty rule for IAs and B/Ds...?

— Dodd Frank in 2010, SEC study recommending a fiduciary
duty in 2011, SEC data request in 2013...

— Comments, comments and more comments by NAIFA and
others...

— NAIFA’s consistent message: DO NO HARM!



Will there be...a Uniform Fiduciary Duty
for IAs and B/Ds?

« Still asking...What’'s next? Before deciding what a

fiduciary duty would look like the SEC has to decide
whether to move ahead at all...

 The SEC is split—two support a rule, two oppose—
the Chair hasn’t shown her hand...

* NAIFA still says they need to “do no harm” and get it
right rather than do it fast!



Other Securities Issues are Out There...

A pay-to-play rule for broker/dealers...
12b-1 fees are still on people’s minds...

FINRA proposal on disclosing rep’s incentives for
changing firms—Yes? No? Maybe?...and

Disclosure, disclosure, disclosure...

These issues haven't been forgotten...it just takes the
regulators time to get around to them...



Never Forget...States are the Primary Regulators of
Insurance...and your Livelihoods!



.. .and they see themselves as laboratories
of innovation...



State Run Retirement Plans are a Hot Topic...

 People are worried about having enough to retire...and
lawmakers are worried about access to 401k’s and IRAs

 What makes more sense: Competing with an effective and
efficient private market? Or states focusing on better education,
outreach and incentives?

» 14 states considered proposals in 2014—none enacted plans,
several set up study commissions.



Grab bag of other issues...

State taxation of our products and services... Premium taxes,
sales taxes, annuity taxes...The states still need $$--and we're
still a juicy target!

STOLI...morphing and evolving... but still out there...premium
refund bills, Medicaid settlement proposals.

Congressional debate gets the spotlight, but states are taking
action!



Remember...if you want a friend in politics, GET A
DOG! If we don’t speak up for ourselves, no one else
will...



Healthcare Reform Law Update

Steve Kline

Director - State
Government Relations




Ron Panneton Today...




Health Exchange Issues

1) Regulation of ACA Navigators

2) Health Exchange Taxes

3) Exchanges and Non-Health Insurance Products
4) ACA Lawsuits



Regulation of Navigators

 What they do: Help individuals enroll
and use the Exchange website

 What they can’t do: Recommend
Insurance policies!




What is NAIFA Doing?

* 1) NAIFA established policy: Navigators
should not sell, solicit, recommend, or
negotiate insurance coverage unless
licensed on same basis as insurance
advisors




NAIFA Advocacy

o Successfully lobbied the NAIC and HHS
— Regulators agree with our position.



State Health Exchange Taxes

e As of January, State Health Exchanges
must be self- sufficient. States look to
tax insurers and their products



State Health Exchange Taxes

 D.C. City Council taxes all premiums
of all products sold by health insurers

in D.C.
e ACLI Files Lawsuit



Exchanges and Non-Health Products
o State Exchanges considering selling
non-health insurance products

e Colorado considering life and disability
Insurance

 Minnesota considering IRAS



Exchanges and Non-Health Products

« NOT permitted under the ACA

 Thanks to NAIFA, no State has yet to
do this!




ACA Lawsuits

* Legality of federal exchange subsidies
In question

e 2 courts Issue conflicting rulings



ACA Lawsuits

e D.C. Circuit Court rules federal
subsidies can only be available In
“Exchanges established by the State.”
Fourth Circuit Court upheld federal
subsidies per the intent of the law

o Supreme Court will decide



Political Environment Update

Patrick J. Raffaniello, Esq.

Outside Counsel
Raffaniello & Associates




It's Ugly



ELECTIONS 2014

Republicans will retain control of the House

Tossups: 3Rvs. 13D

Republicans more likely than not to control the Sen ate

Democrats defending 21 seats
Republicans defending 15 seats



ELECTIONS 2014

WHAT DOES IT MEAN FOR YOU?

HOW WILL NAIFA ADAPT?



GRASSROOTS WILL RULE
THE POLICY DEBATES IN
THE NEXT CONGRESS



APIC, IFAPAC & the Importance of Membership Involve  ment

Magenta M.R. Ishak

Assistant Vice President
Political Affairs




Most Lawmakers
Have More than Six Years of Experience

Senate House
18% 20%
16% 45% 12% 48%

21% 20%
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Messaging & Our Coalition Partners






Average Amount Raised by Congressional Winners
Over $1.5 Million Last Election Cycle

Yikes!

$1,434,760
$1,362,239

$1,259,791

$1,038,391

$911,644
$845,907

$686,198 $677,807
$556,475 $541,121

$359 577 $400,386 $423,245

1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012



We're Number 1!

National Assn of Insurance & Financial Advisors $1,531,200
New York Life Insurance $1,432,850
AFLAC Inc. $1,133,750
Indep Insurance Agents & Brokers/America $1,033,500
USAA $770,000

* As of 8/19/14 from Opensecrets.org






Thank You!



