
s - 7 - l q - r ?
J '  |  v !|  

7, .5 5,'t 

S_eptcnrhcr 2?,?{l{ill 

Sun;rlcrf le rlr Kahl ., 	 ;t '".. 
' 3i{} W. Wiscor;iiirArc. Sriitr:95(} " '; 

N{ilrvauiiee,Wl -53:01 

llcar 5era1.olKoll-

As a xrgn:bei oiyo*r "Wisconsin"constiluencyI ur nriling ycu to nake yot: 
awareof aproposeilSg{l ruling that has thepotc'ltiaito l]i:veii Lre mrrrji;ls
rmpaclon 1 y professii:*and lhe ecolumyin general.'l 'he

SEl., in ri suLp:.ise
nlovr lo rixlsl. proposcrla ruling {<tmakc a cerldn fixedannuit1...calledan 
indtxedannr:ity.a |:r!erally resulatedproductrhatwoutd{ali unrier Slirll 
supcn'isioninsteadofbeingregulaicrlwherei1currentlvis,bv thc iiielividual stat.0 
insura;ici:department.s. 

ilnpaclon rhc -Sl.Ajl;This luling. if adopied.N.illhavea devasLaring 	 yOLi 
l-l\rli lN'' econonry.irnpactinrrnan-l,insura.ncecompanies,iltdcpcndent
rnarketingorganizations,insuranccagenl.s risk a<Jverse andmost irnpofianl,_v, 
consumerswhonccdLhisproduclthcmosl. 

I would argucthar thc sEC has done:rverypoorjobwith rhr fesponsibirilies ihey
alread,vhavc,ad i d.n'1 Lhink,givencvcnthing going on, that the\ hale the sLail' 
:i h,]1q?1to takc on a projecr o{ this nagni{r"rde.lf thcy areuntlersLai{ctl,takingi: 
S2{i billion ma|ketrndcr their stpervisicu.a d cutlin-qi}nt the stale insuriinee 
commissionersthatare alrcad!. doingagootljob regulalingsales anrl mzrrkel 
conduct.wluld onl-v l]otpr(Xect{hsrnlikc the Sl1(Iclaiais.huitconsumers. 

I thoughtit nighr be helpfulfOrme ro briellv highlighr I lew points thatI rhjnk 
areimpcrtantfor ytruto rlnclerstan,l. 

r 	 fixed annuitier are and have always lieen a rnalter f.orstate insurance 
reg{lation, not frderal ri€curities regulation. Slatesreguiatcall aspects
o.[ thess products, incluriingcort]panysolvcnc.randiflvcstrnentc{)n,\lrarnts.
re{luirgdcontractualprovisions, nrininunl gxararllces requireri ofvalue. 
.gen1licensingandcducaliot, product disclosures,all lorns.l advcrlisine 
and suitability .f product1br colts*rnc i. rrixetri'de.xeti,rr'rriitiesrFr-r\:r 
lall undcrlirc insurance exerdption()fthr ScouriiicsAcl r,l I.)J-? ir.crc 
*xplicitlyconsideredin Rule l5l(19S6) andwcredelr:rmiredtobr solelv 
insurancein lheAddisonv. tr{ajonr{xxxx ) ciise. 'i.hc

SIC i:.self las tw jcc 
relusedto rnakc a lecuriliesdeterminatjonin tic lastl0 i,cart. 

. 	 fhe propnsedrule radicalll' departs llom alt prior SIi{.) sction relalive 
to insuranc." crearssa nelv lestout of qih(tcciorhanci is a srippcry srripc
i0 drar.r'ingolb{)rproduclsintosecuritiesfcgu!ali{)nsudras t|aclitiolai 
rierlaredrateannuilies,inder,cdunlvcr.rallile inru:i,trc;rn{itraditionalUI. 
andparticipatirrgwholclif*. 



1'he SIJC would stem ill.equippedta add to irs platethe tr"ansition u* 
tltis prrrdur:tto seeuriliesregulation, ilcludrng hun&eds of registerecl 
p;'oiiuctfilingsand 10"s ol thousands al' lilingslirr rerisararkins as a 
st:ei:riliesi cprese*tali rvilhihis uorvaralied cx;,311,1,,1q!.e. It is occupied 

o{ itsjurisilictio;rat a tiftc rvhenjt woulri seen} t(}havc ntr.)rc ttrlitcnt anLl

crucialissuesrvhicharr lndcr its _iurisdiction. 
We believcthe SfiC. givenits poorly teafionedand construct €ri 
prsposal,will lase a sutlsequen{legalchallenge.Ltut iI thc nrcanlirr|r 
will wrec* havoc on a $2{ibillion inrir.rstry.lcrcingunnecessarylegai 
expcllscs.r.vaslefriland cxpensive efibrtslc pulchaseirrckcl-rleaiers. 
rogislcragentxandregi:lte all ol whichn'ill ulriraatell.'r products impacr

prodrctavailabiiiry1oclienisandraisc oosls.

1514hasbeen propofied with$ut an] rontact with the stateregulakrn"

coortliratingbody.theNationril,Association (;:nrmisriullcrs.
tlf Ilrsurance 
Lkrw c;Ln slch a reguiatorl,- powerpla.vbc in tb* best tnterest of cons!fturs 
whentheircurrentregslatorshave not lrecn consujtcd'llt seems theSEC 
has not evenconsidcrcdthedifficuiticsand possitrlc conflii:iso1'duai 
r*gulation. 
The SllC, -! l\RA and statc lerurities admi*istrators lave nol 
demonstratedthat they can improye market €onduct. 'l1reprirnar,l 
molir,'ationlbr l-5lA seemsto havc bcen concern about ntilrkel conduct 
abusesbl ageuts.lraittv misrepresenialiolof lile drgrce ol li:rkagcto 
rquilicsard liquidiLy b1'non,disclosure chargr:s.of surrondor We illow to

Lheconuiuvthat lhese are fully and pronrinrrtly disclose{lin theconlracl

ald collaieraldocumrnlsas regulafecl 'l
by thestalcs. her.astnai$ritl' *l 
iigenLshighlightttrlesea-{ required. Thc sFC has accepled anecdolal 
evidencr$l :rbuse overlartl data. hr {act, F'll.{RA andNAS,arA hzvc 
concedcdthevhave ro securitics complainl slatislics iilev car shareio 
corrol)orntetheir asseriions lhal lhe!' can or will improve lllt, $nenl .{t7{i 
complainlra1i0for FlAs. 
The SEC's action would potentially resarict acce$s to an incrcasingfy. 
poprlar produclwith the public. It wouldarsign ihe productio rhe 
LlrokurDealersupenisionworldwhere il has oflen rcceiveda chilly 
recspuonalnol1gasaleslbrcsand ranaganlentoJterdedicatetl tir 
maxir:rizingthe salc ol ltur securi!ies, rot insrrancc. 'l 'he sarneis truc o1' 
lheFINRA andstale securilies adtrrinisuators.generaliyjrtnoa unil.ormly. 'l'her,:rluepr positlor {rfgrca{crpotentialinte rcst ivithoutcorl1piomisins 
principaland minirnum interesl guarante*s. wiltr!glramntqg{.ipayoulsfor 
life in a tax-dclerrcd, guaranteed is availahlrnot herr: indusLry produr:t 
I:lse0n the {inalcial landscape. 
1'hecostof l51A will surcly be 10 tirneswhar the SilC has spnriously 
estimateds.ndtle borne ultimately by con{rumerr and insutrancr 
tgents. It rvili approacha billion dcllnrs.notk) mcnti$r thc so.l1 crr.qlscl' 
thc transitionperiotl. 
Civenall o1'theissur:sabove"thetimeperitd allowetlby the $fiC fur 
conrrnenldiscursionarrd irnplemrntatlon r:f l5lA is innde(lu1lte,A ?_{ 



dai'camme*tileriodivasi:ivenandn.t exlcnclcr:i dcspiltmore ih;Lr 2.{i0t}
ro$mr.']tson thcir wcbsiio opposingthr: lllir.:g" with rriany.ierluesll*g
e_xteflsio]l.f-.llltnissionerCr:xhi:s vowed lirr whatct.grrclson to push 
.15iA ih*>ugh bcfure thc cx**nt ;idntin istra iion <J*irarrs. r ]t,h .r ll irrrrrrth 
pcrioriisaik*vcdbefirreiirlprorluclsfor new sare rnusibe registcrerr" thc 
SIjf n:lsi rlcvuiopthcgi.oundlule-rlbr approval.aii agtlts :nrislbe 
regjster*dteprcseruatives. a}lall salesmuslg0 thr{}ugita blo}i.cl_deaicr. 
rvliolesalersiIMOs) mustorvn or be asiilrci*ted rvith il llroker,riraletkl 
recervct]ompdnSadOn,ijle. 

c The "'grandfirthering" of prior IIA saks to insuranrc status is one 
indicationthat thc purpose{,fttule l5lA is somethinEothcr than 
eonsumrrprotectkrn.ThcSECwill exemptsaiesp.ri.rrlt,r lhr ,:ilre.ivc 
tliilc fiom the ne,rv definitior of optionalannritv c{rntr{ct. if the pnxiuct 
l')y nalurr is aseculity,subjectlo lederalsecuritii:srcgulatiol, thenu,itr., 
woulri prior issuedqxlracts notbe subjectasivell? In *rct. iirc rva1, Ri*c 
15iA is currentlywritlenandrheirtest 10r statusis tlaftrcd,anvnariicular 
annuitymay drifr in and oui of secudtiesstaru$du.ingirs iilttimc. a 
morcconfusing.disruplivoandwrcngheadeclapproachis irari to ilnagine. 

Alsoaltachedlbr vourreviewaretwoletters.oncriom the NAIC andone icrt"r 
lrom l ii of ycur le lktw Ccngrcssmcmbcrsoppnsingthismling. 

I am ;rsking you ropetitionchairran cox lo suspend his ertrbrts 1.ocomrll,,ndeer
inrlexcd.annuities1i';rSEC rcgulation. h my hulnbleopinion,hc hiis vct to prave 
thsthc deserves moreresponsibilities AIG is an c_\sellclrt or supen,ision. 

cxarnpleof this. Thc statc regulaledinsurancedivisions ol Al{i are very

profitahieandsolvent.'i 'he

parentcompar;:,AIG.superviseilb1,.thcSllC an<J a

fcdcrailyradedsecurity,is basicalry ba'knrpt. I havc attacheri i sample !ctte'

that I am requesiingvousendto ChairmmCjlx.


'IhankyoLrlbr vour iime and tiank you [or;rcurleadershipriuringlheselrrrubiing
timcsin America. our countrynccds your efforlsanrJreadershiptoiravnoru tiaii

everbelbre.
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