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Iowa Defines What Agents Can Say   

“One state securities division appears to be saying that if securities are sold and these proceeds used to buy a 
fixed annuity, then the insurance agent offering the annuity is acting as an investment advisor and should be 

securities registered.”  – June 2003 Index Compendium 

In the past I have expressed a hope that state insurance departments would create annuity safe harbor rules 
basically defining what a non-securities registered annuity agent could say in an annuity sales presentation and 
not have some securities department regulator try to label it as investment advice. Iowa has essentially done this 
with Insurance Bulletin S-14 released 24 June. 

Insurance Bulletin S-14 and it’s companion Securities Bulletin 11-S-1 offer guidelines on what non-securities 
registered agents can say about the investment world and non-insurance licensed securities reps and advisors 
can say about the annuity world. The Bulletins do an excellent job of applying a commonsense real world 
approach to advice from both areas, and go a long way towards addressing the source of funds issue that has 
caused so much confusion over the years.  

The commonsense aspect is that agents are allowed to talk in generalities about the investment world. It won’t be 
considered investment advice if the agent tells a consumer the same facts that appear in the newspaper – that, 
for example, there was a nasty bear market in 2008 and investors lost money (III.2.) or mentions that fixed 
annuities protect money from market risk (III.5) and the role that fixed annuities may take in balancing risk in a 
portfolio (III.6). However, it will be considered investment advice if the agent provides advice or recommendations 
about buying or selling specific securities (IV.1,2,3), recommends how an overall portfolio should be allocated 
between securities and annuities (IV.4) or calls himself an investment advisor (IV.7). 

Although the term “source of funds” is never used the Bulletin does say the agent may discuss with the consumer 
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the need for principal protection or protection from market risk, and “have general discussions about balancing 
risk, diversification, etc., that support an insurance position within a consumer’s financial plan”. It also says that 
agent can’t suggest selling certain securities to fund an annuity purchase. The Bulletin also describes what a non-
insurance licensed securities rep/advisor can and can’t say. A non-licensed rep may talk in generalities about 
annuities, but they are prohibited from giving the pros and cons – costs and benefits – about a specific annuity, 
nor may they recommend cashing in an annuity to buy a security, or offer any recommendations or analysis about 
specific insurance products. 

The Bulletin does not specify penalties for breaking the rules and should be viewed as guidelines. However, Iowa 
regulators have said they will pursue individuals that violate the guidelines. 

Today, these commonsense guidelines only apply to Iowa. I am hopeful that other states will adopt similar 
guidelines soon.  

48 Failed Banks Though June Compared with 86 At The Same Time Last Year 

June added 4 failed banks for 44 FDIC takeovers this year, which looks good when compared with the 86 dead 
banks that last year's 4th of July saw. Georgia bottomed the list with 14 failed banks so far this year. 
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