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2003 SENA TE ST ANDINO COMMrrrEE MINUTES 

BILllRESOLUTION NO, 2381 

Senate Industry. Business and Labor Committee 

□ Conferen".e Committee 

Hearing Date 02-10-03 

T Numb« Side A Side B Meter # 
l xx.xx 0-1640 t----------+---------+---------1 

Committee Clerk Si 

Minutes:Vice-Chairman Klein opened the hearing on SB 2381. Senator Mutch was absent. 

SB 2381 relates to the insurance commissioner•s rulemaking authority regarding variable life 

contracts. 

Senator Every introduced the bill, He described the bill as taking away the authority fi·om the 

securities commissioner and giving it to the insurance commissioner. 

Tettlmony In 1upport of SB 2381. 

Con1tanee Hofland, attorney with the law finn of Zuger K.innis & Smith of Bismarckt 

representing the American Council of Life Insurers in support of SB 2381. See attached 

testimony. She also proposed amendments, see attached. 

Senator Klein: Are we looking at an atempt to streamline these variable life contracts. 

Codttallte: Yes. and also to avoid a possible extra layer of regulation. 

Karl Rakow~ ND Association of Insurance Financial Advisors, spoke in support of SB 2381. He 

stated that it would be simpler to have life contracts handled by the insurance commissioner. 
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Pqe2 
Senate lnuu~try, Bulineu and Labor Committee 
Bill/Reaolution Number 2381 
Hearin, Date 02• I 0-03 

S..tor IOellu II there a problem now? 

• 

Karls Two orpnizadon, are duplicatina the dudea and it oould be done by one, the insurance 

commiuioner. 

Pat Ward. State Parm. apoke in ,upport of the bill. He stated that the bill would put ND up to 

Pit with 45 other ltatel, 

S..tor kreblbaa.: \\,lhy wu it let up the way it is now? 

Patt I'm not sure bow that happened. 

Tlltlmoay la oppoeJdoll to SB 2311. 

Kara Tyler, ND Securities Commissioner, spoke in opposition. See testimony. 

Seutor Reltkampi Do you approve of the bill with the proposed amendments? 

Karen:No. 

Bearba1 w• doted, no acdon taken at dlll dme. 
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2003 SBNA TE ST ANDINO COMMITIEE MINUTES 

BILI./RESOLUTION NO. 2381 

Senate Industry, Business and Labor Committee 

CJ Conference Committee 

Hearing Date 02-11..03 

t-__,;;..T.;;;.a;;.,;;...;;_N;.,;;;;um;;;;;;ber;:;.;;;;_--=+----=S:::id=e..:.;A:..___-4-__ ~s~i:!!:de~B~--+--~M•,te:r # 
2 XXX 

Committee Clerk Si 

2000 

Minutes:Chairman Mutch opened the committee discussion on SB 2381. All Senators were 

present. SB 2381 relates to the rulemaking authority of the securities commissioner for variable 

life contracts. 

There was brief discussion from the committee. 

Senator Klein moved a DO NOT PASS. Senator E1peaard 11eeonded. 

Roll Call Vote: 6 ye1. t no. 0 absent. 

Carrier: Senator Klein 

fll• 111cr6tr-,hlt ,..., on tht• ft l11N 1CCUt1tt r.-11d11ottone ot__recordl •ttwl'ld to flOdlrn lnfOtWtfOft tvat• for ■fcrOfflat,,. _. 
wr• ff lMd In tht r11Ul1r courH of bUlfnt11. Th• Jlflotooraphlc procn• Mtt1 1tandlrdl of tht •rte~ National ttendl~ IMtitutt 
(Mil) for ardtfv1l •fcrofHM. MOTJCII If th• fHIMd , .... iboVt ,. , ... l1tlbl1 thin thtt Notte•, It ,. dut to tht ~lftY of tht 
&tocullnt bttna ff LMd. 
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2003 SENATE ST ANDING COMMITTEE ROLL CALL VOTES 

Senate 
BILL/RESOLUTION NO. ~38 / 

0 Check here for Conference Committee 

Legislative Council Amendment Number 

Action Taken }):) tJ()T ~ 
Motion Made By -~--=--=· .....:...----- Seconded By ~ 

Sen•ton Yet No Senaton 
Sen.Jerry K.1ein. Vice Chainnan X. 
Sen.Karen Krebsbach y 
Sen. Dave Nethina )I 

Sen. Joel Heitkamp X 
Sen.Mike Everv ~ 
Sen. Duane Esne2ard X 
Sen. Duane Mutch.Chairman )( 

Total 

Committee 

Yet No 

(Yes) (o No \ ---------- --------------
Absent 

Floor Assignment \(l ~ ----=---....,.,_ ______________________ _ 

Jf the vote is on an amendment, briefly indicate intent: 

Tht 1tctotrlt'hl• t ..... on tht• ffl• 1rt accur1tt Npt_OCMtfone of recOf'dl dtltwrld to Modern lnforNtfon tYtt• for ■fcroffl•lri, n 
Wtrt fflMd tn tht r"t(JUllr courat of bulfnttl, Th• ,:it,ototraphfc prOONI MNtl lttnCMrdl of th• ,_,.,ean N1tton1l It ...... INtttut• 
(AHi) for 1rchtY1l .,croftlM. NOTICII If th• f1lllltd , .... lbov. It lNI ltalblt thtn thil Mottet, tt ,. due to tht quality of tht 
docwnt bttnt fllMd. 
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RIPORT OP STANDING COIIMI I i II (410) 
Pebrulry 11, 200a 4:43 p.m. 

RIPORT OP ITANDING COllllffl'II 

Module No: lfl.ll.lM1 
C8n1er: Kllln 

lneert LC:. TIiie:. 

181111: lnclultrY, llull,_. and Labor Commlttll (len. llutoh; Chairman) rtcommendl 
DO NOT ,-All (8 YEAS, 1 NAY, 0 ABSENT AND NOT V011NG). SB 2381 wee 
placed on the Eleventh order on the calendar. 

Page No. 1 

• 

~ 111orott•f• ,_.. on tttf• ffl■ •rt '"""•*• ripl"GlltttfOl'II 6f recONII •Ltvwtd to Nodtrn lnio...tton 'Ytt• for 1forofflll1nt llftlil 
_. fllMd 1n th• Nt1Utar cour11 of bulfn111. Th• photoeraphto procue ... t, 1tlndlrdl of ttt. _,.,o.,. N1tton1t lt.,.t'dl tnatttutt 
(AMtl) for 1rchtva\ MlorofHM. NO'tlCII If th• fflMd , ... lboYt f• lHI lttfblt then thf• Notte•, ft •• dut to th• qu1Uty of the 
douent blff'II ff tMCt. 
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Tht 111tcroortphfc fMltff on thft ftlM 1r• 1ccur1t1 reprocutln of reeordl dtlivered to Modern lnfortn1tf on SVtttMI for •fcroftl•lna Ind 
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SB 2381 

Teatimo1y or North Dakota Securitte, Comml11ioner Karen Tyler 

Before the Senate lndu1try, Bu,lnn, and Labor Committee 

February 10, 2003 

Mr Chairman and Members of the Committee, I am Karen Tyler. the North Dakota 

Securities Commissioner. I am here this morning to testify in opposition to Senate Bill 

2381. 

,0 Referring to lines 7 and 8 of the bill: 

0 

"Notwithstanding any other provisions of Jaw" such as the provisions in the North 

Dakota Securities Act, "the Commissioner has sole authority 0 as opposed to the joint 

authority the Securities Commissioner and the insurance Commissioner currently 

employ, "to regulate the issuance and sale of variable life contracts". This language 

eliminates the registration and enforcement authority currently held by the North Dakota 

Securities Commissioner as it pertains to the sale of Variable Life Products. 

Variable products are investment contracts and as such fall under the definition of 

Security in the North Dakota Century Code, Variable products are sold first and 

foremost as investment aJtematives and the insurance component of the product is 

secondary. Attached to your copy of this testimony are photo copies from a sales piece 

-,: ... ~ ,,. ,. • ,,,4.._.,,,~,, • .,.;,...,,.,~,t._ . . , , I. , 
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Tht aferotr••• ,..., on tfttt f ll• ,,.. 1CU1t.• ~ttw of..rtoordl •ltwrtd to Modern lnforNtton tyttw for atnoftl•lnti MIiii 
.,.,.. fttlltd fn th• rteul•r courH of Lutnt11. Th• f)hotott'aphtc proctt1 ... t, 1tlndlrdl of tttt •rte-, N1ttonal ttendll"dl 1n1t1tut• 
(AMII) for lrohlval MlcroftlM, NOTICE• If th• fflMd , ... lbovt ,. ltH lttfblt than tht1 Nette•, tt ,. dut to th• qullltty of the 
~ bttn, f HMtd. 
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for a variable life product. The only place insurance Is ldentlfled is in the name of the 

product. In reviewing this sales literature with a client, the agent is discussing money 

manager selection, the concepts of diverslflcation and asset allocation, and how to 

structure an investment portfolio. This portfolio could potentially Include exposure to 

both stocks and bonds. The literature further elaborates that in the stock segment of the 

product's sub accounts, one might incorporate large cap, mid and small capt and 

international stocks. And in the bond segment of the product's sub accounts, one might 

incorporate both short and long term maturities and utilize both investment grade and 

high .. yield debt instruments. This literature addresses investment concepts and 

investment productst :ind is to be used by an agent in providing investment advice. 

Q The majority of the premium paid by the investor is allocated to the mutual fund sub 

accounts of the variable product. Also attached to your copy of this testimony are graphs 

representing the allocation of premiums for a hypothetical $250000 variable life policy 

sold to a SO year old male who falls in the preferred risk category, 

0 

Because agents who sell variable products are selling securities and providing investment 

advice, it is required that they hold a series 6 securities license and register with our 

agency. The Series 6 license ensures that at least a minimum level of securities related 

education and qualification has been achieved. The registration requirement makes the 

agent part of a national information depository that allows for the public disclosure of, 

among other things, employment history, licensing status, disciplinary history and any 

legal action against the agent. 

~ ........ dtlt rtd t Modern lnfotWtlon tvst• for 1lorofH1te,e and 
Th• 11croer••• , .... on t1i1h f fl• •r• IOOW"ltt N!Pf:OCMtlont of recUf'Ua w 0

,. of tht Mtrfotn Nttfnl lttndtrdt lnatttut• 
wtl't fl lllld ft, tht rttul1rftulour1tNOTof

1
C~lntt1f 't'h• Tfhl•l~tt°i:'~~or:•r .. -:e~:.r~~htn thti Not tee, ft ft cu to tht Cl"ll fty of tht 

(MIii) for trohfval Micro •• st ...-
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The Insurance Department, in isnuing the Variable Line license, relies on these 

aforementioned safeauards that are enforced by the Securities Department. By 

Administrative Rule established by the Insurance Department, the Insurance Department 

will verify with our agency that the Series 6 license has been obtained and that the 

applicant's registration is in good standing, before issuing the variable insurance license, 

Contrary to the Insurance Industry's argument that Variable products are the subject of 

duplicative and inefficient regulation, we take the position that in the state of North 

Dakota, we employ an effective regulatory partnership. The Insurance Department 

regulates the insurance company that issues the variable product. The Securities 

n Department regulates the broker-dealer through which the variable product must be sold. 
,r..__ 

The Insurance Department registers the variable product. The Securities Department 

registers and regulates the agents that se 11 the variable product. 

A primary motivation for the Insurance Industry in their campaign to change this 

regulatory structure is the possible elimination of an agent registration fee. Currently our 

agency generates approximately $500,000 doHars per biennium through the registration 

of Series 6 licensed agents who are subsequently licensed to seU variable products. 

The North Dakota Securities Commissioner holds jurisdiction over the agents who selJ 

variable products~ and as with the sale of any security by a registered agent, the North 

Tflt M1cl"Off'••• , ..... on thf1 ffl• er• ecCYratt repNCMOtlont oftteordl •lfwl"ld to Modlm lnforMtfon tvst• for •fcroffllft'tl aiw J·, ,' 
wer• fHllld fn tht rttUl■r count of tufnt11, Tht photoor.,fc proct11 ... t, atlndlrdl of th• ,_..,c.n Nttfnl lttNMl'dl lrwtftutt 
(AMII) for archfval •lcrofflM. NOTICII If tht fflMd , ... lbovt ft '"' lttfblt thin thfl Notfct, ft f• dut to tht qutlfty of, tht 
-..nt btfnt fflMd, \..·~ 
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Q Dakota Scc:wities Commissioner can assist investors who have been subject to abusive 

sales practices. lavnton who are sold variable products 1bould not be denled the 

1U1e lffel of protections afforded to infntors i■ every other clau of security. 

0 

Mr Chairman and Members of the Committee, I respectfully recommend a "do not pass0 

on Senate Bill 2381. 

Th• .tor*•'• , ..... on tht1 ftl• 1r1 aocur1t1 reproduotfw of recotdl •llwNd to Modem lnfMNtlon tyst• for ■foroff\11,- and 
...,.. fflltd tn tht f'ttUL•r COUl'lt of Nlnttl, Tht phOtOfl'lphtc Pf'OCIH ... ti •ttndlrdl of tht AM1rfc1n NttfONl ttllttdll'dl tNtft\ttt 
(AMII) for 1l"OhfY1l ■torofH1, NOTICl1 lf tht ffllMd I• .. lbovt ta ltH lt1fblt thlll'I thf t Mottet, ft f I u to tht quelfty of tM 
doe4.Wt bet,. ft lMd, 
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DISCOVER 
YOUR INVl:STMf~Nrf ()IJ~I~IONS 
IN YOUR V1\l{IABLJ~ lJil~E INSURANCE l)Ol~ICY 

Tho mlcrographtc Images on this ftlm are aceurato reproductions of reeordA delivered to Modorn Information syatems for mferofilmlng end 
woro filmed fn tho regular course of business. Yhe photographic ~roee~~ meets standards of tho Amorfcan Notional Stondarda tnstftuto 
(AMS!) for archival ,nlcrofllrn, NOTICE1 tf the filmed Imago obovo Is loss loglblo than this Notlco, ft Is duo to the quality of the 
doe\Ml!Ot'lt ba i ng f 111ned. 
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RIGHT 
MANAGERS 
Our roll II 1D find prvven ffllflllllrl for yow iMsb1Nh'lt program. With thousandl of lnnlb1111.t 
........... ftnnl Mllble.1111,11111 the right ones can bl IIPICl•ltJ chalenglng. We hM 
dMIDPld I mulll-lMI, abjective, analwtlcal process to Identify the firms that Ill bell 111111d ID 
meet apecillc _,..llld PIii 

Comprehensive Sulor.Uon Process 
Step 1 
We select our managers from a universe of tirms that have strong brand recognition 

O with most investors, and from institutional firms not typically available to individual 
investors. We utilize rigorous criteria in our dynamic selection process, evaluating the 
quality of their organi:iation, performance history and reputation. 

-~ 

Step2 
Once we have identified the established organizations, we apply a second level of 
analytical screens to evaluate investment performtrnce, including: 

• Hlstorlcally-strong perlormance over time, compared to peers and benchmarks In 
the same style' 

• The value added through consistently applied 11actlve management 11 strategies 
Step3 
Tht.• final step involves in-depth reviews with the organiz.1tion 's key people to 
determine the quality of their investment process, including: 

• Depth of expertise and decision-making process 
• Consistency and validity of portfolio construction technlques 
• Risk management and sell dlsclpllnes 
• Historic adherence to stated Investment styles 

What Dne:; Thit; Mfl;n1 to You? 
Profossional money management provided by some o( the strongest and most 
respected iiwestment management teams In the business, 

U • Not a Deposit • Not FDIC Insured • Not Insured by any Federal Government Agency 
• Not Guaranteed by any Bank or Savings Association • May Go IJown In Value 

1 Patt performance Is no guarantee ol future r&sults, 

' . 
........, •l f ,ct to Nodlrn lnfMMtf on tvtt• fol' •tcroff L1lna and 
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wert ff lltd fn tht l'ttUltrffclour1~flC~lnt1lf lt,htTfht•l_::t,: .. aph~:°f,"r:~:.r:~hll'I thil Not let, ft ft dut to tht qUllttV of tht 
(MIii) for •rclltv1l ■tcro •• ""' ml 

downt bltna , t lNd, ~ \_ ~~ 1d&a )03 _ 
M,► ~t:~4"~~ Dltl 

I 

1 

J: 

.J 



,....r,/Jlit ,~:,., 

Diversification Among Asset Classes Helps Reduce Portfolio ~lsk 

35% 

.:,c 

.!a a: 

30% 

25% 

20% 

1G% 

10%-

5% 

As ttie nu'.111101 of nssel classes In e portlolio lnc1eases, 
the total risk o1 yolallllty ol the portfolio cJoc,oasas. 

,,, 

Th• otorotr..,.lo •-• on thl• flt•••• 1ocur1t• reprcdlletlON cf rtccrdl dtliwrlld tc Mcdtrn lnfo,...tlon lytt• for olorOftl■lno and 
.. ,. !llolld In th• , ... 1 ..... , •• of ~ .. ,...... Th• photoartphlC prOCtll ... ti 1ttndtrdl of th• American Ntllontl st1ndlrdl INtltut• 
(AIIII) for trohlYtl •lcrofllo, NOTIIII If th• flllllld 111111• tbovt 1, , ... teotblt th•n thll Nollet, II II dut to th• qUtllty of Ill• 

doclllltnt bt t no f t l Mtd. 



Portfolio Pertormance Variability Factors 

- ---·· Assr.1 Allocation: 91.5% 

· ----- Market Timing: 1.8% 

... . . Security Selection: 4.6% 

---- Other: 2.1 % 

The Mferoor•phfc 111110•• en thf• fflm are accurate reprod.Jctfons of record• delfvtrtd to Modtrn Information sy1tf!l'lt for mtcrofllmfno Ind 
w,re filmed tn the regul•r court• of busln•••• The photographic proceat meets 1tandard1 of tho Amc,rfctn Hatlcnal Standardt lnttftutt 
(ANSI) for archival microfilm, NOTICE1 If the filmed INge above fa le11 legible than thfa Notfee, it fa dut to the quality of tht 
docUMnt bef no ff lmtd, · 
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INVESTMENT: 

• •• '\;,.; .. : J 

Equitable'• varlabll llfl productl provide • wide array of Investment options ID help you Implement 
1111 llrltlglel of d'"'1lllcltlon and ullt allocation. 

We offer a variety of selections in the three major asset classes - stocks, bonds and cash (money market), 
as well as choices in investment objectives - growtht value, blend, and passively managed index funds. 

INVESTING S'M.ES 

DESCRll'TION 
CompanJes wfth mar1<et capitalization In e,ccess of $5 hllllon, 

Compames wtth market capHallzatlon between $100 mUllon and $7 biMlon. 

Focus primarily on companies organized or headquartered outside the U.S. 

Any government or Investment grade corporate bond that has a maturity, or average maturity 
(In the case of a fixed-Income fund) of less than 1 o years. 
A b1d that inVestB In hlgh-yteld, fl)(ed-lncome securities (so-called 11junk bonds"), which 
Qhnlty lnvofve greater volatility of price, and risk of principal and Income, than high-quality 
ftxed•lncome securities, 

A fund~ of twQh-(JJallty, short-tern, debt secutities that seeks to mak1tall1 a stable net asset value, 

BalanCed funds Invest In both equity and fl)(ed-lncome securities with the Intention of conserving 
principal, providing Income and achieving long-term growth CJf both principal and Income. 

Th8$8 options pay a guaranteed rate of Interest for a specified time. 

Value: A style of Investing that focuses on companies that may be tampl'Jrarlly out of favor Of' have eamlngs or assets that are not 
fully reflected In their stock prices, 

Growth: A style of hwestlng that emphasizes companies with strong eamlngs growth. Growth Investing Is generally considered to 
be more aggresstve than value Investing, 

Blend: EquHy securities of large capltallzatlon companies that have a mix of both 'growth' and •value' stock characterlstJcs. 

Sector ' funds Invest In only a subset of the overall equity market, such as the Technology or Health care sector, -- ·- ......... -~_, __ .. __ .-...,. ................ ~.--.---------·--- - ·--~, ....... , ............ -·-·-- _ .................... --- --- ··-······ ..... ·-•~- ··- ............ - -- ·---•·--· 

Index funds Invest In stocks listed In a particular lnde><, (I.e., S&P 500 lndex1 Russell 3000 Growth lnde><). 

The Choice Is Yours 
Equitable also oUers you the unique opportunity to choose hctwccn management approaches -
single (one investment firm oversees the option) and multiple (a combination of firms). 

Your (in.1ncial professional wilt be glad to work with you to develop an overall asset allocation that reflects 
your obje<:tives, time frame and tolerance toward risk. Once you identify your asset 1.1llocntio11, review the 
investment options carefully to determine which options are best suited to meet your particular needs, 

• Stocki! of small•slzed companies may have l&s$ llquldlty lhlltl those cl larger companies and may be sublect to greater p,lce volaHllty than the overall stock market. 
Small company stocks lnvoNe greatllt' risk than Is customarily associated with more establlsM<I companies. 

1 FOl'&lon Investments have special risks that are IY!>lcalty not woclated With domestic Investing, such as ftuctuatklna in currency eMehanoe and the Impact ol polltk:al, 
social, o, dfplomatlc events. The,e may also be differing accoontlno atandards and different regulatloll or steuritles mltkats. 

• An Investment In money market funds la neither Insured nor ooaranteed by the U.S. government or any other government agency, AllhoOOh these funds seek to 
preserve their assets and maintain lfqoldlty, Of Sffk to prewve the value of their Investment at Sf .00 Pf' shale1 It I& posslllle to lose mcntY, 

' tnYettfng In a non•d!Yfflllled pc,ffollo Is subJed to a greater cteg,ee of YOlaHllty than a dlvet'sffied portfollo, 

Ttlt 1fcrotrlP.hf• ,_.. on thf• ff t• er• 1ocu1'1t• ,...,,.~tfone of racordl •lfvertd to Modtrn lnfortMtf on SVSt• for 1tcroftl1ll'ICI Ind 
were ft llld in tht rttUltr c°"r•• of bulfnua, Th• photographic proet11 1Nt1 atandlrdt of th• AMtrfc1n N1tf onal ttll"ldtrdl lnet1tutt 
(AMII) for 1rchtv1l •tcroftlM. NOTICEI If tht fflll'lld 1111110- lbo'lt •• , ... lttfblt than thf• Notfct, ft ,. dut to tht quelfty of ttt. 
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AMENDMENT TO SB 2381 r vy'-',"U,'\ V V11 
Page 1, llne 8, overstrike "to Implement" -~ ~ 66 
Page 1, line 9, overstrike •sections 26.1-33-13 through 26.1-33-16" and Insert ~ J, ~ 
Immediately thereafter •governing the Issuance and sale of variable life contractiT 

flit lferotf'•t• f .... on thf • ffl1 tN NOUratt ,._,od11,tfw of J~teordl •ltYtrtd to Modern lnfo....tton IYtt• fot ■tcroftt■tnt ~ 
.. ,.. ff llld f n th• rt11,1l1r eourat of bulf nt11, Tht photographic proeHa Mttt atandlrde of tht •rtoen N1tfon1l ltendeNII lnatttlttt 
(AMII) for 1rohlY1l ■tcrofflM, NOTICl1 If tht fflNd f1111t lboYt fa lHt lttfblt then thft Notfct, ft ft dut to tht quelftV of tht 
doMtnt btfnt ff lllld. 
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Testimony Qf Conatance Hofland Reauuttna Amendment ot se 2381 In tbt 

lndu1trv. Bu11nm and Labor Committee 

My name ts Constance Hofland. I am an attorney wfth the law firm of Zuger 

Klnnla & Smith of Bismarck. I represent the American Council of Life Insurers In 

support of SB 2381. 

Senate 81112381 gives the Insurance Commissioner sole authority to regulate the 

Issuance and sale of variable Hfe contracts. The pur-r,ose of this blll Is to avoid 

duplicate regulation of the same product and provide uniformity. 

With the proposed change, the North Dakota Insurance Commissioner's 

· ) Jurisdiction over variable life contracts would be exclusive. Variable contracts are 

heavily regulated In today's broad marketplace. Variable life contracts are 

currentJy subject to the Jurisdiction of all state Insurance departments, as well as 

the Securities Exchange Commission and the NASO. 

, ........ ... 
\ 

Variable contracts possess Important characteristics of both Insurance and 

securities. For over thirty years, their securities characteristics have been 

subject to federal securities regulation, while their Insurance characteristics have 

been subject to state Insurance regulation. In the manufacture and distribution of 

variable contracts, therefore, llfe Insurers satisfy multiple state and federaf layers 

of regulatlon. 

ftlt lfo1'61t'-,.t• , .... on ttlf• ffl• 1r• tccuttt• rtpl"oduotlont of rtcordl •1tvtNd to Modern lnforN'i:lon tyet- for 1toroftt1lnt • 
were ft lltd fn th• rttUltr count of tMlntt•• Th• phototrt1f1htc procNI ... t, 1tendel'de of tht •rfcain N1tlonal It..,.,. ll'lltttutt 
(AMII) for trchl~l 1tcroftl1, MOTICII If tht fll• f1t0t lbovt ft lttl lttfbtt than thf• Notfct, ft 11 di.It to tht quelf ty of tM 
dckulnt btlr,o f flllld. . 
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For example, variable contract separate accounts and the products they fund 

must be registered under the Investment Company Act of 1940 and the 

Securities Act of 1933, which are administered by the U.S. Securities and 

Exchange Commission. The disclosure In the prospectuses of vartable contract 

products are flied wtth and reviewed by the SEC. Advertisements must satisfy 

several detailed regulations under the federal securftfes laws, and must also be 

flied with the SEC. 

Variable contacts subject to the federal securities laws can only be sold by 

registered representatives of a broker-dealer who Is a member of the National 

Association of Securities Dealers (NASO). The NASD's rules of conduct strictly 

· \ govern the activity of the securities salespersons, and also Impose detailed 

standards concemlng advertising, supervision and sultabJlity of lndlvldual 

seouritles transactions. AH advertisements used to a NASO licensed salesperson 

must be filed with and approved by the NASO Advertising Department. 

In addition, s~te Insurance departments also have comprehensive authori&y'OWI" ,.,1,. 

life Insurers and the products they Issue. 

Therefore, fife Insurers must satisfy multiple, comprehensive state and federal . 

regulatory structures In developing and selling variable llfe contracts. The 

flnanolal services market fn which variable contracts are distributed Is extremely 
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competitive and fast .. movlng. The delay and added expense caused by 

regulatory conflicts can slgnlfJcantly burden the marketablllty and 

competitiveness of varlable contracts. Also, life Insurers can get caught In 

between Inconsistent Interpretations. Multlple layering of regulators Is contrary to 

the goal of uniformity. 

All but 5 of the 50 states grant the Insurance Commissioner excluslve jurlsdlctlon 

to regulate variable rife contracts. The states that currently do not are Oregon, 

North Dakota, Wisconsin, Indiana, and Virginia. 

The proposed modification would help avoid a disruption of the coordln~ted 

system of state and federal regulation that has existed for decades. The 

exclusive jurisdiction will avoid possible Imposition of a fourth layer of regulatlon 

on varlabte life contracts. 

Giving the Insurance Commissioner sole authority to regulate the Issuance and 

sale of variable life contracts will avoid submitting these products to additional 

stote regulation, which would provide no added regulatory value, but rather just 

create expensive, unnecessary burdens for life Insurers and sales persons, 

We urge a do pass vote on S83281 to streamline regulation of variable llfe 

contracts and prevent further duplicative layers of regulation of a single product. 
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