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NAIFA Membership Talking Points 
Talking to new potential NAIFA members

Ask them about their business.  The types of products that they sell, the importance these products play in the security of their family, business, and employees. Now ask them to imagine how they, their business, family, and employees would be impacted if Congress took away the tax advantages associated with those products. 

Here are some sample questions that you could use as examples:

1. Why are annuities tax deferred?  Remember FIFO, now LIFO.  Why??  Because of a stroke of the pen.

2. How many fixed annuities could you sell if they weren’t tax deferred?

3. How many variable annuities could you sell if they weren’t tax deferred?

4. What about recent legislation on VA’s subaccounts tax on exchanges?
5. How would your income be impacted if all of your 12-B-1 fees were stopped?

6. D.A.C. Tax (Deferred Acquisition Cost) spread over ten years to Insurance Companies said they would spread 1st year commission over 10 years.

7. Tax on inside buildup of life insurance.  How many fixed (UL’s, whole life, and index UL) could you sell if they were taxed on the inside buildup?

8. Tax Deductions on Business Life Insurance loans – GONE!

9. Why are ROTH IRA’s currently tax free?  Legislation!! 

DO YOU THINK THE GOVERNMENT IS LOOKING FOR NEW WAYS TO GENERATE TAXES?

How do you think the war in Iraq and Afghanistan, hurricane Katrina, floods, future disasters, potential terrorist attacks and the monetary impact on our economy could force Congress to look to our industry for future tax revenue?

We, the Financial Industry, are 37% of all tax-advantage instruments in the U.S. according to the Tax Expenditure Book.  Congress is looking hard NOW as they need to raise revenue and not raise taxes. 

Now, ask the potential member if they won’t join NAIFA to protect their business, their client’s interests, and their families and employees.

(access applications here)
http://www.ndaifa.org/membership/naifa_membership.htm  

WE ARE UNDER ATTACK!
(READ “Congressional Tax Committee Jurisdiction over Tax Code Provisions Impacting the Business of NAIFA Members” for further discussion on beneficial tax treatment our industry receives)
No one else has the ability that NAIFA and its state associations have to do grassroots advocacy on a truly grass roots level. We have members in every congressional and state legislative district in every state, and they can get in touch with key policymakers when we need to be heard. Do you think anyone else with this kind of clout is looking out for you and your livelihood?

Membership in NAIFA is all about your success. We give you the tools you need to grow your business and propel your career as an insurance or financial advisor. At NAIFA, we provide our more than 70,000 members with creative sales and marketing ideas, networking opportunities, first-rate sales and skills training, and the best legislative representation in the industry. And, with over 900 state and local NAIFA associations nationwide, you can attend regular meetings in your area to network with your peers, share ideas, and form business alliances.
Congressional Tax Committee Jurisdiction over Tax Code Provisions Impacting the Business of NAIFA Members

NAIFA represents industry-specific interests of individual insurance agents and financial advisors and their employees.  NAIFA members focus their practices on one or more of the following areas: life insurance and annuities, individual and business-situated health insurance and other employee benefits, multiline sales, and financial advising and investments.  The Committee on Ways and Means and the Senate Finance Committees have jurisdiction over tax issues that impact key products and services used by NAIFA members in their work with individuals and small businesses.  Below is a list of major tax law provisions that relate to the products and services NAIFA members use in working with clients.  Revenue numbers are taken from the publication entitled “Estimates of Federal Tax Expenditures for Fiscal Year 2006-2010” prepared for the Ways and Means Committee and the Senate Finance Committee by the Joint Tax Committee (JTC) on April 25, 2006. 

· Exclusion of investment income on life insurance and annuity contracts – Since the income tax code was enacted in 1913, life insurance products have benefited from favorable tax treatment.  The favorable treatment was granted to encourage individuals (and their families) and businesses to secure their financial security.  Tax-free death benefits, tax deferred “inside build-up”, and non-taxable “dividends” and excess interest of life insurance policies and annuities are estimated by JTC to receive $147.1 billion of beneficial tax treatment over the period 2006-2010.  These tax benefits are considered the backbone of the life insurance industry.
· Exclusion of benefits provided under cafeteria plans – Many NAIFA members incorporate the favorable tax treatment of benefits provided through cafeteria plans when advising individual workers and their families.  Tax expenditures granted for all cafeteria plan benefits to individuals (not just those involving insurance) are estimated at $168 billion over the period 2006-2010.

· Exclusion of employer contributions for health care, health insurance premiums and long term care insurance premiums – These critical employee benefits are central to a very large majority of working men and women and their families.  The tax code provides an exclusion from taxable income for the value of these benefits in excess of $534 billion over the period 2006-2010.

· Deduction for health insurance premiums and long term care insurance premiums for self-employed persons – While covering far fewer people than employer provided benefits; the $22.6 billion in tax subsidies for the period 2006-2010 substantially improve the affordability of these key protections for self employed individuals.
· Health Savings Accounts – The tax subsidies for HAS’s are estimated to only be $3.2 billion for the period 2006-2010, but the utilization of HSA’s is expected to increase exponentially as consumer driven healthcare takes further hold.

· Exclusion of pension earnings and contributions made by employers – NAIFA members work primarily with small businesses to establish pension plans that benefit employees.  The tax expenditure associated with worker pensions is sizable at $577.1 billion over the period 2006-2010, but the financial security of millions of people is at stake.

 As 2007 ushers in a “Pay As You Go” (pay-go) environment, Congressional tax writers promise to scour the tax code looking for tax preferences that may no longer be as compelling as reducing the federal deficit or paying for tax law changes.  Under “pay-go” rules, the revenue cost of any new tax break must be offset by an increase in taxes in some other area.  This new offsetting revenue can be large – such as reforming the Alternative Minimum Tax, or small – such as helping to “pay for” the small business tax package added to the Senate version of the minimum wage bill (HR 2).  That tax package includes new and harsh restrictions on non-qualified deferred compensation.  The bottom line is that each fundamental approach to “tax reform” puts in harms way the risk-based financial products that NAIFA members use every day to help people secure long range financial security.
(see article further down for more discussion on “Pay-Go” entitled U.S. House and Senate Convene, Pay-Go Budget Rules Adopted: What Does That Mean for NAIFA Members?)
6/1/2007

What the Repeal of the McCarran-Ferguson Act Means to Your Bottom Line 
Congress is debating whether to repeal the McCarran-Ferguson Act and thereby weaken the authority of states to regulate the insurance industry. Controversy over property/casualty claims spawned by hurricane Katrina focused federal attention on the act. In lieu of state oversight, the Federal Trade Commission and Department of Justice (both of which lack the states' regulatory expertise) would have greater authority to enforce insurance regulations and investigate alleged violations.
What will the recent government effort to repeal the federal antitrust exemption for insurance in the McCarran-Ferguson Act and the impact this could have on the insurance industry and your bottom line.
http://www.naifa.org/advocacy/frontline/2007/20070601_nfl_6.html
8/1/2007

Bipartisan Optional Federal Charter Legislation Introduced in House 
Legislation to create an optional federal insurance charter for the life and property casualty lines of business has been introduced in the U.S. House of Representatives. Reps. Ed Royce (R-CA) and Melissa Bean (D-IL), both members of the House Financial Services Subcommittee on Capital Markets, Insurance and Government Sponsored Enterprises, which has jurisdiction over insurance, introduced the National Insurance Act of 2007 (H.R.3200) on July 25.
Subcommittee Chairman Paul Kanjorski (D-PA) has already said publicly that he supports the creation of an OFC for life companies and their agents. He is still studying whether he will support an OFC for property/casualty insurance. Chairman Kanjorski is planning to introduce his own version of OFC legislation later this year and is also preparing to hold a series of hearings on OFC this Congress. 
The Royce/Bean bill appears to be identical to legislation introduced in May of this year by Senators Tim Johnson (D-SD) and John Sununu (R-NH). Senators Johnson and Sununu are members of the Senate Banking Committee that, like the House Financial Services Committee, has jurisdiction over insurance. 
Both the House and Senate bills were originally introduced last Congress but some of the provisions were changed with their reintroduction this year (Note: Rep. Bean is a new sponsor this Congress). The current House and Senate versions allow insurance agents the flexibility to choose to be regulated at the federal or state level for all lines of their business, but makes clear that health products will remain regulated by the states. In addition, both bills require that any agent-related regulations do not conflict with any SEC SRO rules (including but not limited to NASD rules). 

State Activity
During the recent summer meeting of the National Conference of Insurance Legislators (NCOIL), members of the NCOIL Executive Committee signed a letter to Senators Johnson and Sununu reiterating their opposition to the creation of an optional federal charter. 
In addition, the NCOIL Executive Committee adopted a resolution opposing federal efforts (S.618 and H.R.1081) to repeal the limited insurance antitrust exemption under the 1945 McCarran Ferguson Act. NAIFA is still studying the issue of optional federal charter but is fiercely lobbying Congress to oppose S.618 and H.R 1081. A Senate Judiciary Committee markup of S.618 is expected after Congress returns from its August recess.

http://www.naifa.org/advocacy/frontline/2007/20070801_nfl_1.html
6/1/2007

Reprise of Deferred Compensation Hit? A Warning for Other Insurance Tax Incentives?
There is growing evidence that Congressional supporters of cutting back on the use of non-qualified deferred compensation will try again to enact restrictions, this time in connection with a bill dealing with education. You will recall that last January, such a proposal was placed into a so-called small business tax benefit package that was thought needed as a “sweetener” to draw support for a bill increasing the federal minimum wage. The cut on deferred comp was used as a “pay for” to offset revenue lost by the “small business” tax lowering package. Ultimately, NAIFA and other groups that opposed the cut on deferred compensation prevailed on Congress to drop it from the small business package. The small business package itself was scaled back, continued to be combined with the minimum wage increase bill, and then packaged with an “emergency” supplemental appropriations bill to fund the wars in Iraq and Afghanistan—and other purposes. That bill passed Congress just before Memorial Day and was signed into law by President Bush.
But, as they say in Congress, once a revenue raiser, always a revenue raiser. Persistent rumors emanating from Congressional tax writing committees indicate that there is continued interest in using a tax increase of some kind on deferred compensation to help pay for some unspecified tax decrease that will be proposed in the next tax bill coming down the pike, probably a bill dealing with education, which the tax writing committees will put together this month. 
Details are hard to come by at this time, but the basic message is very clear. In the “Pay-Go” environment under which Congress is operating, any tax decrease or spending increase is going to have to be paid for by cutting spending or raising taxes elsewhere. Most members of Congress agree that Pay-Go as a principle is good for the country, but it is proving very difficult to live up to. Given Congress’s collective reluctance to cut overall spending, it seems quite likely that Congress will continue to scour the tax code looking for loopholes it can close in order to redirect tax incentives elsewhere. 
Clearly, important members of Congress have identified deferred compensation as a loophole and are not going to let the issue go. Could the same label be applied to the myriad of tax incentives that benefit owners of life, health and retirement insurance products? You bet it could. This is why NAIFA members must remain vigilant.
http://www.naifa.org/advocacy/frontline/2007/20070601_nfl_3.html
6/1/2007

Universal Health Insurance Takes Bipartisan Turn in Congress
The last time lawmakers in Washington made a serious run at crafting a universal health insurance/health care plan was in 1993. Led by then First Lady (now Senator) Hilary Clinton, the Clinton administration designed a government-run central nervous system to control virtually all aspects of health insurance and health care. NAIFA veterans of that effort will recall that the plan specifically omitted insurance agents from having any role in administering the plan. The Clinton plan was ultimately rejected by Congress with strong backing from the Association of Health Insurance Advisors (AHIA), NAIFA’s health insurance agent division, and from NAIFA itself. 
Since the dust settled on the Clinton Administration plan, there has been a lot of hand-wringing in Congress about the need for universal coverage, but only modest incremental steps taken in that direction. AHIA leaders report that all that may be changing. 
A signal event occurred May 2, when Sen. Robert Bennett (R-UT), one of the Senate’s most conservative lawmakers, added himself as a cosponsor to S.334, one of the more far-reaching health care reform proposals currently pending before the U.S. Senate. Originally introduced by Sen. Ron Wyden (D-OR) in January, S.334 proposes a mix of government and private sector, employer and individual rules that would result in mandatory health insurance coverage for all Americans except those who object for religious reasons.
The highlights of the rules in S.334 include:
· The bill requires individuals to purchase health insurance coverage—if not in another plan of an individual’s choosing, the required coverage would be a “HAPI” (Healthy Americans Private Insurance) plan. HAPI plans would be available through the states. 
· The bill establishes penalties for failure to purchase required health insurance. 

· HAPI plans would be subject to standardized coverage and state options. The U.S. Department of Health and Human Services would issue guidelines on benefits, covered services, and rules for setting premiums. The guidelines would be updated annually, through a “Healthy America Advisory Committee.” 

· The bill also authorizes states to establish and operate “State Choices for Long-Term Care” programs. 

· The bill provides new tax rules applicable to both employers and individuals to cover the “shared responsibility” for payment of HAPI plan premiums. 

· S.334 lists requirements that health insurers that issue HAPI plans must meet. 

The bipartisan partnership between Senators Wyden and Bennett make this proposal one that must be taken seriously. The AHIA Committee on Federal Legislation has been studying S.334. The AHIA Committee has found much to be concerned about, but also provisions that are of interest to health insurance agents/advisors. 
Preliminarily, AHIA has concluded that it may be in the best interest of health insurance agents and advisors as well as their clients to seek to modify the proposal to eliminate the provisions of concern while strengthening the elements that are workable. 
http://www.naifa.org/advocacy/frontline/2007/20070601_nfl_3.html
6/15/2007

NAIFA Applauds NAIC Amendments to Viatical Model to Deter STOLI
At the recently completed National Association of Insurance Commissioner's Summer Meeting, the NAIC’s Executive Committee and Plenary adopted revisions to the group’s Viatical Settlements Model Act. In addition to numerous other consumer protection measures, the amendments are designed to limit the use of stranger-originated life insurance (STOLI) while not having an adverse impact on legitimate life insurance or life settlement transactions. 
The amendments deter STOLI by prohibiting the settlement of life insurance policies for five years from policy issuance only when the policy is purchased for the purpose of being sold to investors or into the secondary market. For the vast majority of policy owners who pay their own premiums, the existing two-year settlement restriction period found in the current model act remains intact. 
In addition, the amendments carefully preserve the ability of a policy owner to settle a policy at any time if specific situations occur, such as terminal or chronic illness of the policy owner, death of the policy owner’s spouse, or divorce. These tightly drafted limitations will protect the value of insurance policies for legitimate insurance purchasers while limiting the ability of settlement providers and financiers to misuse policy death benefits for investment speculation. 
It’s important to emphasize the fact that NAIFA policy does not object to legitimate viatical or life settlement transactions that are in the best interests of the consumer. We do, however, strongly oppose transactions in which a policy is not taken out for a legitimate insurance purpose, but instead is purchased with the intent at the time of purchase being to sell it to investors at some point down the road.
NAIFA and its colleagues at AALU and the ACLI worked closely with the NAIC's Life Insurance and Annuities (A) Committee on the development of the amendments. The revisions to the Model Act were ultimately adopted by the NAIC despite a spare no expense, no-holds-barred effort by the life settlement and life finance industries to derail the measures. In addition to NAIFA working directly with the A Committee to help draft the amendments and communicating with the regulators regarding the merits of the proposal, our state associations wrote letters to and met with their insurance commissioners to urge the regulators to support the revisions to the Model Act. 
In the end, our efforts paid off, as no states voted against the amendments, with six states abstaining from the vote. NAIFA applauds the NAIC for its strong action to stop the proliferation of STOLI! The next step will be for NAIFA and our state associations to work closely with the regulators and our industry colleagues in the states to seek legislation to implement these changes.
The NAIC's action on the viatical model was the first test of the NAIC’s new Model Law Development Framework, which requires Commissioners to 1) determine that an issue requires a national standard and uniformity among the states and 2) commit to working towards adoption of a model law in their state before voting in favor of the development or adoption of a new or amended model. The process also requires a proposed model or amendments to receive a two-thirds affirmative vote by the NAIC membership in order to be adopted.

http://www.naifa.org/advocacy/frontline/2007/20070615_nfl_1.html
7/2/2007

Listen and Learn: The Trouble With STOLI
NAIFA and its colleagues at AALU and ACLI are concerned about the recent rise in popularity of stranger-originated life insurance transactions, known as STOLI. NAIFA's new Advocacy Podcast explains what STOLI is -- and isn’t -- and why these transactions are bad for consumers and our industry. 
Podcasts are audio files you can listen to on the NAIFA website or copy to a music player or your computer. NAIFA posts new podcasts on important advocacy issues every month.
In STOLI transactions, a promoter or sponsor encourages wealthy, elderly individuals to purchase life insurance policies on their lives, with everybody’s intent being that the insured will sell the policy to investors after the incontestability period expires. The promoter typically arranges for non-recourse premium financing to facilitate the purchase. 
While these deals may seem like a win-win situation for everyone involved, Sanders explains some of the numerous causes for concern in the proliferation of STOLI programs. 

http://www.naifa.org/advocacy/frontline/2007/20070702_nfl_3.html
8/1/2007

NCOIL Continues Efforts to Address STOLI
During the course of more than six hours of discussions held at the recently completed meeting of the National Conference of Insurance Legislators, NCOIL’s Life Settlements Subcommittee continued its efforts to craft amendments to NCOIL’s Life Settlements Model Act that would effectively prohibit stranger-originated life insurance transactions (STOLI). At the meeting, the subcommittee decided to follow a different approach than that taken by the NAIC in amending its Viatical Settlements Model Act, which contains a five-year ban on the settlement of policies used in STOLI transactions.
The subcommittee instead plans to consider the provisions of a proposal submitted late in the meeting by Sen. James Seward of New York, which is based on draft language currently being developed by the New York legislature. The Seward proposal contains a two-year ban on specific transactions and attempts to restrict STOLI through increased data reporting requirements, privacy restrictions and civil and criminal penalties for engaging in STOLI. 
NCOIL plans to release a new draft of its Life Settlements Model Act by early August, and to accept comments from interested parties until early October. The subcommittee will then meet prior to and during NCOIL’s national meeting in November, with the goal of presenting a completed product to NCOIL’s Life Committee and Executive Committee for final adoption at that meeting.
Although NAIFA, AALU and the ACLI support the NAIC’s approach to dealing with STOLI, it became clear early on during the NCOIL meeting that the subcommittee would reject the NAIC approach and would focus on developing its own solutions to STOLI. The Seward proposal and the draft New York legislation have several positive elements, and we will be reviewing them with the hope that they can constitute a viable option for addressing STOLI. We will be submitting comments on the August draft to NCOIL and will participate in the subcommittee’s future discussions on this issue.

http://www.naifa.org/advocacy/frontline/2007/20070801_nfl_4.html
6/15/2007

Annuity Tax Incentive Legislation Reintroduced in House and Senate: Help NAIFA Say Thanks!
Legislation has been reintroduced in the House and Senate that would create a federal tax exclusion for half of the payout for a non-qualified annuity or similar tax proceeds of up to $20,000 per year. The legislation, known as the Retirement Security for Life Act, was previously introduced in the 109th Congress.   
The new Retirement Security for Life Act of 2007 was introduced in the Senate on March 28 by Senate Finance Committee members Gordon Smith (R-OR) and Kent Conrad (D-ND) and then in the House on May 8 by Ways and Means Committee members Stephanie Tubbs-Jones (D-IL) and Phil English (R-PA). The bills, S.1010 in the Senate and H.R.2205 in the House, have already amassed nearly 50 cosponsors between the two chambers and the number continues to rise. 
For NAIFA members who sell annuities, the Retirement Security for Life Act provides an additional incentive to your clients to opt for a lifetime payout so that their savings cannot be outlived. For the typical American in the 25 percent tax bracket, the bill would provide an average tax savings of up to $5,000 per year.
NAIFA is joined in its support of the Retirement Security for Life Act of 2007 by a group called Americans for a Secure Retirement. ASR is a coalition of 39 members (including NAIFA) that represent women, small business, agriculture, Hispanics, African Americans and consumer groups, as well as life insurance companies, all united to promote incentives for annuitization of savings and/or assets as a way to secure a steady stream of income for life. For more information on the ASR coalition, please visit www.paycheckforlife.org.

http://www.naifa.org/advocacy/frontline/2007/20070615_nfl_5.html
6/15/2007

NAIC Also Active on Health Issues
In addition to its work on life settlements and military sales, the NAIC also held numerous meetings in June concerning health insurance-related topics.
In the long-term care arena, the NAIC made a technical amendment to the new producer training requirements found in Section 9 of the Long-Term Care Model Act. The change clarifies that both currently licensed and newly licensed agents must meet the training and CE requirements of Section 9. 
Also in LTC, 11 states now have HHS-approved amendments to their state Medicaid plans to allow the implementation of LTC Partnership programs, and the Senior Issues Task Force noted its concern about a recent New York Times article that reported that certain long-term care insurance companies were failing to pay seemingly valid claims. This has led to an investigation by the U.S. House’s Energy and Commerce Committee, which may result in House and Senate hearings over the summer. 
The Health Insurance and Managed Care (B) Committee instructed the Regulatory Framework Task Force to begin work on developing a new uniform individual health insurance application form, with the goal being to prevent post-claims underwriting by equalizing and standardizing the types of questions that can be asked of individuals during the underwriting and application process. 
The Senior Issues Task Force devoted a significant part of its meetings to discussing recent reports of marketing and sales abuses in connection with Medicare Advantage and Medicare Part D prescription drug plans. More than 35 states have reported receiving complaints about allegedly confusing or inappropriate marketing practices which led people to sign up for Medicare Advantage plans without understanding the consequences of their decision or with the erroneous belief that they were signing up for the Part D drug coverage. 
In response, AHIA has teamed up with America’s Health Insurance Plans (AHIP is the trade group representing health carriers and HMOs) and NAHU and is in the process of developing a comprehensive initiative to strengthen producer training and ensure compliance with marketing and sales requirements. 
The regulators also feel these issues have been exacerbated by provisions of the Medicare Modernization Act of 2003 (MMA), which scaled back the ability of state regulators to regulate marketing and sales activities in connection with Medicare Advantage and Part D plans. This lack of enforcement authority over these plans has led states to feel their hands are tied in connection with dealing with these complaints. To address this problem, the Task Force passed a motion directing the NAIC to work with the Congress to seek legislation giving state insurance regulators greater regulatory authority over Medicare Advantage and Part D plans.

http://www.naifa.org/advocacy/frontline/2007/20070615_nfl_3.html
7/2/2007

SEC to Consider Repeal or Reform of 12b-1 Fees
The U.S. Securities and Exchange Commission (SEC) held a Commissioner's Roundtable Meeting on June 19 to discuss the merits of 12b-1 fees, which are assessed against mutual fund assets and are used to pay for fund distribution expenses as well as to compensate broker/dealers and financial advisors for the services they provide to their mutual fund clients. 
These 12b-1 fees have recently become a front-burner issue for the SEC because of concerns about adequate disclosure of the fees to investors and whether investors understand the purpose for the fees. The regulators have also expressed concern that the current use of 12b-1 fees as a replacement for front-end sales loads and to compensate advisors for providing ongoing services has strayed from their original purpose, to assist in the distribution and growth of mutual funds. SEC Chairman Christopher Cox said after the meeting that he expects the SEC to issue a proposal to either repeal or reform the rule within the next few months.
The issue of 12b-1 fees was also raised during an SEC oversight hearing held by the House Financial Services Committee on June 26. Chairman Cox and the four other SEC commissioners testified on current initiatives before the SEC, and committee members discussed the SEC's review of Rule 12b-1 fees several times during the hearing.
During the hearing, both Chairman Cox and Rep. Michael Castle (R-DE) noted that Rule 12b-1 was enacted in 1980 to encourage the development of the mutual fund industry, which the SEC deemed positive for the market and investors. Since then, they noted, the industry has changed -- mutual funds have become pervasive and are no longer in need of marketing assistance. According to his testimony, Cox and the SEC envision a "top-to-bottom" reevaluation to determine whether changes to the existing rule are needed. 
Both Cox and Castle seemed supportive of rule changes aimed at increasing fee disclosure for investors, and Cox indicated that information received at the SEC roundtable would be integral to future SEC action. Several other committee members appeared to have a particular interest in Rule 12b-1, including Reps. William Lacy Clay (D-MO) and Gregory Meeks (D-NY).
NAIFA members who market mutual funds earn their 12b-1 fees by providing much-needed service and advice to their clients. At 25 basis points, these fees are a very small amount for clients to pay to have ready access to expert advice. (How small an amount? On a $10,000 investment, 25 basis points equal only $25). Without their advisor, investors would have no one to turn to (except for perhaps a stranger at the end of a 1-800 phone number) when they need some reassurance in a shaky market or assistance in rebalancing their portfolios, understanding their investments and the investment choices available. 
NAIFA will closely monitor the SEC's activities on 12b-1 fees and we will make sure the SEC hears from us and our members on this important issue. 

http://www.naifa.org/advocacy/frontline/2007/20070702_nfl_1.html
8/1/2007

NAIFA and its Members Flood SEC with Comments Supporting 12b-1 Fees
More than 800 local association members responded to a NAIFA Action Alert and submitted comments to the U.S. Securities and Exchange Commission supporting the continued payment of fees to advisors under SEC Rule 12b-1. NAIFA also submitted a formal comment letter to the SEC on this issue. 
These fees, which amount to only $25 on a $10,000 mutual fund investment, are used to compensate advisors for providing continuing service and advice to their clients following the initial purchase of mutual fund shares. The comments by NAIFA and our members focused on the many valuable services they provide to their clients, and noted that if 12b-1 fees were eliminated clients would most likely have to pay considerably more to receive the same services.
In June 2007, the SEC held a Commissioner’s Roundtable Meeting to discuss the merits of 12b-1 fees, which have recently become a front-burner issue for the SEC because of concerns of whether there is adequate disclosure of the fees to investors and of whether investors understand the purpose for the fees. The regulators have also expressed concern that the current use of 12b-1 fees as a replacement for front-end sales loads and to compensate advisors for providing ongoing services has strayed from their original purpose when the rule was adopted in 1980, which was to assist in the distribution and growth of mutual funds. Following the meeting, SEC Chairman Christopher Cox said that he expects the SEC to issue a proposal to either repeal or reform the rule within the next few months.
The issue of 12b-1 fees was also raised during an SEC oversight hearing held by the House Financial Services Committee on June 26. Chairman Cox and the four other SEC commissioners testified on current initiatives before the SEC, and the SEC’s review of Rule 12b-1 fees was discussed by committee members several times during the hearing.

http://www.naifa.org/advocacy/frontline/2007/20070801_nfl_2.html
8/15/2007

New IRS 403(b) Regulations Prompt Questions
The finalization of new IRS regulations governing the 403(b) annuity/account market has produced numerous questions from NAIFA members. Even though the regulations were first published in December 2004, many agents working in the 403(b) market did not seem to be aware that the regulations were in the works. To address the many and varied questions that NAIFA members have raised, NAIFA’s outside consultant (the law firm of Steptoe & Johnson) has prepared a Frequently Asked Questions (FAQs) memorandum addressing issues raised so far. 
The FAQs memo is written from the employers’ perspective since it is they in most instances who will be responsible for compliance. Nonetheless, many employers will look to their agent/advisor for much needed guidance. The FAQs memo is available online at www.naifa.org/advocacy/documents/403bFAQ.pdf. 
One of the many tricky questions surrounding the new IRS regulations is how they interact with ERISA requirements. The FAQs document refers to a Labor Department Field Assistance Bulletin, FAB No. 2007-02 for guidance. The bulletin is available online at www.naifa.org/advocacy/documents/DOL07242007.pdf.

1/16/2007

U.S. House and Senate Convene, Pay-Go Budget Rules Adopted: What Does That Mean for NAIFA Members?
The 110th Congress officially got under way January 4 with the Oath of Office being administered to all House members and the new members of the U.S. Senate. Both chambers quickly got down to business. One of the first items taken up by the House and passed on January 5 was a revision of the internal House federal budget rules. The House restored what is known in the Congress as the “Pay As You Go” rule, or “Pay-Go, ” which had been allowed to expire in 2001.
Pay-Go simply requires Congress to decrease spending in one area of the budget equal to the amount of desired increased spending in another area. Or, in the case of tax matters, Congress must increase taxes in one area if the Congress wishes to decrease taxes in another. At various times during the Pay-Go era, the Congress allowed some limited mixing and matching of tax increases with spending increases, and vice versa. 
What does all this budget mumbo jumbo have to do with NAIFA members, you might ask? Let’s say that the Congress wants to repeal the Alternative Minimum Tax, which, indeed, leaders on both sides of the aisle have said is a priority for this Congress. Eliminating the AMT will lose about $50 billion a year in tax revenue. If the Pay-Go rule says Congress must raise $50 billion in new tax revenue to offset the $50 billion lost by repealing the AMT, where is Congress going to get it? 
Well, let’s see. Life insurance and annuity cash values get about $29 billion in favorable tax treatment per year. Employers get a tax break in the range over $100 billion a year for employee health insurance. Self-employed persons get the same break in the amount of approximately $5 billion per year. Employer group life and disability insurance is worth over $5 billion a year in tax breaks. And, employer and individual contributions to various retirement plans runs in excess of $150 billion of tax breaks a year. 
You don’t have to be Willie Sutton (a notorious bank robber) to know that to raise new tax money, the first place to go is where the money is—current tax deductions and exclusions. As a whole, the products and services insurance agents and financial advisors deal in make up in the range of 40 percent of all the income in the country that currently receives favorable tax treatment. 
Will Congress go to any of the above places for new revenue? For insight on that question, all eyes and ears have turned to the person in the House of Representatives who will have the first responsibility of balancing revenue needs in the new Pay-Go era, Rep. Charles Rangel (D-NY). Rep. Rangel is chairman of the House Ways and Means Committee. After the House finished voting last Friday to restore the Pay-Go rules, Chairman Rangel acknowledged that pay-go would put him in a tough spot, but would be “good for the country.” He further indicated that he was scouring the tax code for tax breaks that benefit “special interests” and admonished the beneficiaries of those tax breaks that if they “don’t raise their hands, (the tax break) is out.” Chairman Rangel went on to say: “At this point, nobody ... has convinced me that there should be exemptions from pay-go.” 
That’s about as clear a message as you are likely to ever hear from Congress. If insurance agents and financial advisors want to retain the favorable tax treatment currently granted to their products and services, they better to be prepared to “raise their hands!” 
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