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Greetings:
On behalf of the American Council of Life Insurers (“ACLI”) 1, we offer comment on the
Department of Labor’s (“Department”) proposed rule and prohibited transaction exemptions
promulgated under Sections 3(21)(A)(ii) and 2510.3-21 of the Employee Retirement Income Security Act
(“ERISA”)(collectively, the “Proposal”). The Proposal would cause irreparable harm to small balance
retirement plan investors, including many middle and lower income investors. More specifically, the
Proposal would effectively limit or deny access to guaranteed income products that are increasingly
important to millions of Americans who no longer have access to a traditional pension.

The American Council of Life Insurers (ACLI) is a Washington, D.C.-based trade association with 284 member companies
operating in the United States and abroad. ACLI advocates in federal, state, and international forums for public policy that
supports the industry marketplace and the 75 million American families that rely on life insurers’ products for financial and
retirement security. ACLI members offer life insurance, annuities, retirement plans, long-term care and disability income
insurance, and reinsurance, representing more than 90 percent of industry assets and premiums. ACLI member companies
offer insurance contracts and other investment products and services to qualified retirement plans, including defined benefit
pension and 401(k) arrangements, and to individuals through individual retirement arrangements (IRAs) or on a non-qualified
basis. ACLI member companies also are employer sponsors of retirement plans for their own employees.
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Executive Summary and Index of ACLI Comments
Introduction and Key Principles (pp. 5-7)
x

It is essential that revisions be made to the Proposal to:
o

Ensure that providers, plan sponsors, plan fiduciaries, and IRA owners retain the freedom
to define the nature and scope of their relationship.

o

Preserve and expand the investment education principles of Interpretive Bulletin 96-1
which have served participants well for nearly 20 years.

o

Preserve reasonable and customary commission-based practices with an exemption that
offers compliance certainty and avoids increased costs.

o

Be protective of the interests of savers and retirees through a workable rule that not only
addresses conflicts of interests, but supports and encourages key educational activities
when interests align.

o

Encourage access to a savings plan at work and provide the opportunity to learn about
and access annuities, the sole means available in the market place by which retirees can
secure income for life.

o

Ensure access to important workplace benefits such as life, disability income, long-term
care, and other non-medical insurance products.

o

Enable insurers and their distribution partners to engage small business owners to
encourage them to establish savings plans for employees.

o

Encourage access to annuities for workers and retirees so that they may save and secure
additional guaranteed lifetime income beyond Social Security.

o

Base the cost-benefit analysis on a carefully examination of the impact of the rule on the
availability of annuities and workplace benefit insurance products.

Specific Comments on the Fiduciary Proposal
I.

The Proposal’s definition of “advice” is unnecessarily broad and should be narrowed and/or
clarified (pp. 7 – 11)
A. The Department should clarify that advice “individualized to the advice recipient” is not
simply personalized, but is advice that implicates relationships of trust and expectations
of impartiality, as described in the Proposal (pp. 7 - 8)
B. “Directed to” is not synonymous with “individualized” advice and should be eliminated
from the definition (p. 8)
C. The regulatory definition should clearly link fiduciary advice with a contemporaneous
transaction (pp. 9)
D. Clarify agreements, arrangements, and understandings are to be mutual (p. 9)
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E. The regulatory definition must more closely align itself with the statute and past practice
in focusing on activities which are “investment” in nature (p. 9 - 10)
F. The regulatory definition should be revised to exclude welfare benefit plans (p. 10)
G. Suggested edits to the Proposed §2510.3-21 definition of “Fiduciary” and addition of two
new terms to clarify application of the rule (pp. 10 – 11)
II.

The proposed exceptions or “carve-outs” are unnecessarily narrow, inconsistent with policies
to expand retirement coverage and savings, and generally disruptive to the marketplace,
without any discernible economic or other net benefit to consumers (pp. 11 – 18)
A. The counter-party carve-out should be expanded to cover all plans and IRA accounts (pp.
12 -14)
B. The platform carve-out should clarify that an annuity contract is a “platform or similar
mechanism” and should be extended to IRAs (pp. 14 – 15)
C. The Proposal should include an exception for financial professional responses to
proposal requests (pp. 15 – 16)
D. The education carve-out should be amended (pp. 16 – 18)
1. The availability of distribution guidance should be expanded
2. Education regarding features inherent in previously-purchased products should
be included in the carve-out
3. Education as to which investment options fit into various asset classes should be
permitted
4. “Anti-cashout” interventions should be included in the carve-out

III.

PTE 84-24 must be revised to ensure sufficient exemptive relief for annuities and other
insurance contracts (pp. 18 – 22)

IV.

The Best Interest Contract Exemption (BICE) must be revised and re-proposed since, absent
substantial changes, it has no utility for the insured retirement industry (pp. 22 – 39)
A. The impartial conduct standards that form the foundation of the BICE are unacceptably
ambiguous (pp. 26 – 31)
1. The BICE is not clear as to which forms of variable compensation are permissible
2. The prohibition on differential compensation should be eliminated
3. The Proposal should utilize one definition of reasonable "and customary"
4. The structure of the BICE makes compliance uncertain and therefore,
unworkable
5. The definition of Financial Institution and the imposition of fiduciary status
through the BICE, not the definition of fiduciary, are unacceptable
B. Even if the compliance ambiguities were clarified, the technical requirements under the
BICE render the exemption unworkable in the absence of significant changes (pp. 31 –
39)
1. The Best Interest contract standard as drafted is unduly restrictive and
impractical
2. The BICE pre-recommendation contract requirement is incompatible with
customary business practices in the financial services industry, and is simply
impracticable
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3. BICE contracts should be subject to negative consent and should not require the
adviser to be a party
4. The narrow scope of the exemption will eliminate an adviser's ability to provide
advice to certain small plans and plan participants eligible for a distribution
5. The BICE has implications under Investment Advisers Act for agents and brokers
that enter BICE agreements acknowledging fiduciary status
6. The exception's requirements for advisers that offer a limited range of investment
options or proprietary products render it unfeasible
7. The required BICE disclosures should be harmonized with other disclosures
8. Forego a "low cost" prohibited transaction exemption
9. The BICE language, at various points, should be amended to target actual, rather
than perceived, conflicts
V.

The proposed transition rule should be revised and expanded (pp. 39 - 40)

VI.

Eight month delayed applicability date is unreasonable (p. 40)

VII.

The cost-benefit analysis in the proposal is deficient (pp. 40 – 56)
A. Executive, statutory and judicial precedent (pp. 40 – 42)
B. Measuring the regulatory impact analysis against executive, statutory and judicial
precedent (pp. 42 – 49)
1. The statement of potential benefits is flawed
2. The Proposal inflicts an “advice gap” on individuals who can no longer obtain
financial advice
3. Insufficient analysis of direct costs
4. The cost-benefit analysis does not consider annuities
C. The Proposal unacceptably excludes the protections of the current regulatory framework
from its quantification of need (pp. 49 – 50)
D. The status of non-cash compensation regulation (pp. 51 – 52)
E. Commissions compared to fee-only investment advice (pp. 52 - 53)
F. Correcting observations of fact and law (pp. 53 – 55)
G. Concluding observations about the Proposal’s fulfillment of executive, statutory and
judicial standards governing cost-benefit analyses in rulemaking (pp. 55 – 56)
Appendix
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I ntroduction and Key Principles
ACLI has long supported responsible regulation that brings confidence to the marketplace. We
believe such regulation is a win-win, a win for consumers and a win for ACLI member companies, who
take pride in offering savings and investment services and retirement income solutions to millions of
Americans. However laudable the goal of this particular rulemaking, care must be taken to ensure that
unintended consequences do not serve to deprive or limit access to the products and services
Americans need for meaningful savings and a secure retirement. Caution is particularly appropriate
when considering rules that will significantly limit access to investment information, assistance,
education and guidance, as well as to important income protection products. While the Department
estimates – for purposes of the Proposal - investor losses due to conflicts at $21 billion per year
(somewhat higher than the Council of Economic Advisor’s estimate of $17 billion per year), investor
losses associated with an absence of professional assistance, according to the Department’s own
figures, were estimated to be $114 billion in 2010 alone, 2 almost seven times greater per year. Without
significant changes to the Department’s Proposal, ACLI is concerned that there will be a dramatic
decrease in:
x

access to guaranteed lifetime income solutions;

x

the number of small business retirement plans;

x

access to important workplace benefits such as life, disability income, long-term care, and other
non-medical insurance products; and

x

investment and distribution education and guidance.

These results will come at a cost to plan sponsors, participants, beneficiaries and IRA owners far in excess of
the Department’s estimates. In summary, unintended consequences should – and do – matter.
ACLI supports rulemaking that is consistent with the Department’s statutory authority,
accommodates the Department’s interest in minimizing the impact of conflicts of interest on plans,
participants and IRA owners, and avoids significant disruptions in access to saving and retirement
products and services. At a minimum, a rule defining “fiduciary” status for purposes of investment
advice should:
x

Ensure that service providers, financial professionals, plan sponsors, plan fiduciaries, plan
participants and IRA owners retain the freedom to define the nature and scope of their
relationships, including the freedom to sell, purchase, negotiate and contract without a
regulatory presumption of a fiduciary relationship and without codifying assumptions regarding
the assumed competence – or lack thereof – of any group of plan fiduciaries or the general
public.

x

Preserve reasonable and customary commission-based practices with an exemption that offers
compliance certainty and avoids increased costs.

x

Narrowly focus on persons who provide advice regarding investments.

76 Fed Reg 66151 (October 25, 2011). While the Department estimated reductions in that figure resulting from advice
provided pursuant to the statutory exemption under ERISA section 408(g) and Internal Revenue Code section 4975(f)(8), the
fact is that the exemption is not relied upon heavily, therefore any likely reductions in investor losses attributable to their own
errors would be marginal.
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x

Preserve and expand the current rules regarding investment education in the Department’s
Interpretive Bulletin 96-1, the benefits of which were recognized by the Department in 2010 and
have served participants well for nearly 20 years.

To protect the interests of savers and retirees, there must be a workable rule that not only
addresses conflicts of interests, but supports and encourages activities when interests align. For
example, the insurance industry and its distribution partners encourage greater savings, which can help
Americans secure life-long income. Both industry and the saver benefit when that goal is achieved. This
alignment of interest must be fostered, not encumbered. Likewise, retirees need a variety of guaranteed
lifetime income solutions from which to choose the level of security they desire and for which they are
willing to pay. Rules and exemptions should not frustrate, through expressed limitations or ambiguity and
uncertainty, this alignment of interests. To do otherwise would harm, not help, the interests of savers
and retirees.
With so many Americans reaching retirement age each day and given the decline of traditional
employer-sponsored pension plans, now more than ever, seniors need the income protection available in
annuities and other guaranteed lifetime income products offered by America’s life insurance industry.
Many people first learn of the benefits of annuities from a life insurance agent or broker. Continued
access to information and education regarding annuities is consistent with the Administration’s efforts to
facilitate access to lifetime income. However, if the Department’s fiduciary proposal moves forward
without substantial changes, Americans’ understanding of and access to guaranteed lifetime income in
retirement will be effectively limited, and longstanding and customary practices involving retirement plan
and IRA guidance will be prohibited.
Annuities are the sole means available in the market place today by which retirees can secure
income for life. With fewer and fewer workers eligible for workplace pensions, there is a greater need to
save for retirement in 401(k) and other defined contribution plans as well as IRAs. Annuities serve as a
means to convert these savings into a personal pension to supplement Social Security. To ensure that
Americans have a secure retirement, it is of utmost importance that they have access to a savings plan
at work and the opportunity to learn about and access annuities. Without substantive changes, ACLI is
seriously concerned that, under the proposal, insurers and their distribution partners will no longer be
able to engage small business owners to encourage them to establish savings plans for employees.
Without access, workers are less likely to save and secure additional guaranteed lifetime income beyond
Social Security.
Annuities are not well known by the general public. Academics write of the “annuity puzzle,” i.e.,
why so few retirees annuitize defined contribution benefits when annuities provide much needed income
protections. Research shows that people have difficulty placing a value on annuities. 3 They
underestimate the value of the annuity when considering a purchase. This adds to the challenge faced
by insurers, agents and brokers. They must introduce savers and retirees to annuities, help them to
understand the value proposition, and educate them on the variety of annuities available with features
that can address concerns regarding liquidity, inflation, premature death, etc. Given the need for a high
level of education about annuities and the buy and hold nature of guaranteed lifetime income products,
it is important that the Department recognize that these elements led to the customary compensation
practices in place which differ from those that govern the sale of other types of investments or
investment advisory and management services. ACLI members are gravely concerned that the Proposal,
as currently drafted, will drive distributors to level compensation structures that will no longer
appropriately compensate agents for the sale of annuities which in turn will result in less access by the
public to these important retirement security products.

3

“Cognitive Constraints on Valuing Annuities” by Brown, Kapteyn, Luttmer, Mitchell – Pension Research Council October 2014.
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When writing rules, agencies are required to “strike the right balance” and develop more
affordable, less intrusive rules to achieve the same ends, giving careful consideration to benefits and
costs. While the Proposal mentions annuities 172 times, acknowledges that “31 percent of IRAs include
investments in annuities,” and notes that “insurance companies [will] be significantly affected by the
proposal,” the cost-benefit analysis fails to examine the impact of the Proposal on insurers, the annuity
market, or on the availability of lifetime income.
Finally, it is well recognized that workplace saving programs play a critical role in retirement
preparedness. As leading providers in the small plan formation marketplace, life insurers are
particularly concerned that this Proposal would impede the important policy goal of expanding small plan
coverage. The Proposal negatively impacts small plan formation by restricting sales activities that
encourage small business owners (those with less than 100 employees) to start, maintain, or improve
their employee benefit plans. The DOL has limited the “sales exception” to certain large plans, while
impeding the sale of products and services to small businesses. Only 50 percent of workers employed in
small businesses have access to a workplace retirement plan. There needs to be greater incentives for
these small businesses to start and maintain retirement plans—not new barriers.

The Fiduciary Proposal
We share the Department’s interest in seeing that plan sponsors, plan participants and IRA
owners receive advice that is in their best interest. At the same time, we are concerned that, in its
pursuit of this objective, the Department has crafted a proposal that creates risks and uncertainties for
insurers, their agents, and brokers that may result in less, not more, investment and annuity information.
Our comments are consistent with the Department’s objective of protecting retirement investors while
avoiding unnecessary disruption and negative impacts to plans, participants and individuals.
Plans, plan participants and beneficiaries, IRA owners and small business owners need a
financial services market place that engages them and assists them in saving and investing and in
addressing critical needs for income in retirement. An unnecessarily narrow focus on conflicts of interest
oversimplifies the massive undertaking this nation faces in getting workers to save and retirees to
secure guaranteed lifetime income. Insurers, agents, brokers, and savers/investors need to have
confidence that a fiduciary standard will not disallow the reasonable and customary payment of sales
commissions and other traditional forms of distribution-related compensation nor expose them to
unnecessary litigation. This is required to ensure that American retirees maintain free and unfettered
access to educated and committed financial intermediaries. Parties engaged in transactions with ERISA
plans and IRAs need clear, unambiguous rules by which to determine their duties and obligations in
order for them to effectively and confidently serve the marketplace and to ensure that plans, plan
participants, and IRA owners continue to have access to a broad range of insurance products and
services, investment advice and educational services. We offer these comments to assist in the
development of such rules. However, given the voluminous and complex nature of the Proposal, we
intend to continue our review and may submit additional or supplemental comments to the Department.

I.

ACLI members are concerned that the definition of “advice” is unnecessarily broad and
provides the following recommendations for the Department’s consideration.
A. The Department must clarify that advice “individualized to the advice recipient” is not
simply personalized, but is advice that implicates relationships of trust and expectations
of impartiality, as described in the Proposal.

The current regulatory definition provides that, in order to be considered a fiduciary by nature of
providing investment advice, a person must “ render individualized investment advice to the plan based
on the particular needs of the plan regarding such matters as, among other things, investment policies
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or strategy, overall portfolio composition, or diversification of plan assets.” 4 The degree of clarity in the
existing definition has allowed the investment advice community to draw clear distinctions between
advice that may be personalized, but not “individualized to” an advice recipient for purposes of ERISA.
This would include general investment communications delivered via targeted sales calls, individually
addressed marketing materials, or brochures selected and distributed in an effort to match
informational content with a particular investor’s potential needs. Simply adding a salutation to the
beginning of a letter should not be deemed to be “individualized” although it might be considered
“personalized.” Instead, “individualized to the advice recipient” should be read to include
recommendations that take into account a particular individual’s unique circumstances. It would be
helpful if the Department clarified this interpretation in the preamble of the regulation.
In order to clarify the Department’s intent, we recommend adopting language outlined in the
preamble to describe the relationships that the Department seeks to cover – specifically, those
relationships that create an expectation of trust between the financial professional and the investor.
Section I(G) includes suggested changes to the text of the Proposal to address this point.
B. “Directed to” is not synonymous with “individualized” advice and should be eliminated
from the definition.
We believe the “directed to” concept adds complexity and ambiguity to investment advice
determinations that will only serve to significantly limit one-on-one communications between providers
and potential or existing customers. The Department itself cited studies that show historically in-person
engagements may produce benefits that are not afforded by similar on-line services. 5 The ACLI sees no
benefit to plan sponsors, plan participants or IRA owners of discouraging one-on-one or other personal
contacts given their obvious value toward understanding products, services, and choices.
The investment advice industry has long functioned under the premise that “investment advice”
that creates a trusted relationship between the financial professional and an investor must be
customized and deemed suitable for and based on the needs of the specific investor. The Department’s
decision to capture communications that are merely “directed to” the recipient upends traditional
passive marketing activity that is often the primary way by which investors become aware of their
product and service options. In effect, the inclusion of “directed to” serves to create a presumption of
investment advice/fiduciary status, in circumstances when neither was intended, expected or agreed
upon. Further, the lack of clarity within the rule will have a chilling effect on all types of marketing
activity, because the line between traditional marketing and fiduciary investment advice cannot be
determined in advance with any degree of certainty.
Directed communications, by definition, are not “individualized” communications, and should not
be treated as individualized for purposes of determining ERISA fiduciary status. For instance, directed
mailings, general advertising focused in specialty markets, group communications that are focused on
the needs of investors of a particular age, marital status, or demographic region, and general investment
seminars open to members of a particular organization or community are all advice communications that
may be “directed to” a recipient, but should not be treated as an attempt to offer fiduciary investment
advice.
Accordingly, the definition should be limited to fiduciary advice that is truly “individualized” and
understood to be “individualized” by the parties. Again, the “directed to” language should be eliminated.
Section I(G) includes suggested changes to the text of the Proposal to address this point.

4
5

42 CFR 2510.3-21(c)(1)(ii)(B)
76 Fed Reg 66155 (October 25, 2011)
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C. The regulatory definition must clearly link fiduciary advice with a contemporaneous
transaction.
With the Department’s decision to significantly broaden the definition of “fiduciary”, including the
elimination of certain tests that served to place parameters around the advice being rendered, such as
the “regular basis” requirement, ACLI members are concerned that advice, when provided, may be
construed by a plan sponsor, participant or IRA owner as on-going in nature, rather than constrained by
context, events and/or time. Typically, a recommendation to engage in or refrain from taking a particular
course of action is based on a variety of factors then prevailing. A financial professional should not be
liable for transactions that occur after a change in the relevant factors (e.g., market conditions, interest
rates). In this regard, we recommend that the Department make clear that, as part of an agreement or
understanding, the parties are free to define the period to which the advice applies. We also
recommend that, in the absence of any such agreement or understanding, there is presumption that the
advice will be acted upon within a time frame that is reasonably contemporaneous in light of the type of
recommendation given with the rendering of the advice, in the absence of facts to the contrary.
D. Clarify agreements, arrangements and understandings are to be mutual.
A written or verbal agreement is, by its nature, mutual. So too is a written or verbal arrangement.
However, an understanding may not necessarily be mutual. We suggest that “written or verbal” also affix
to “arrangement” and that “mutual” be a condition of any understanding. Section I(G) includes
suggested changes to the text of the Proposal to address this point.
E. The regulatory definition must more closely align itself with the statute and past practice
in focusing on activities which are “investment” in nature.
ERISA section 3(21)(a)(ii) states that a person is an investment advice fiduciary only to the extent
that he provides ‘‘investment advice for a fee or other compensation, direct or indirect, with respect to
any moneys or other property of such plan . . . ’’. The functional nature of this statutory definition limits
the Department’s regulatory interpretation to certain activities that relate to the investment or
management of assets. While the term “investment” has a number of meanings, to stay within the
authority granted by Congress, the rule should be limited to advice regarding the investment of plan
assets.
The term “investment” should not include a contract issued by an insurance company for the
provision of benefits under a welfare benefit plan such as a life, disability income, or long term care
contract. Investment activities generally involve an expectation of achieving a profit. Thus, while these
insurance contracts may be an investment as that term is used to describe a good use of resources, they
are not investments as that term is used in the phrase “investment advice” under ERISA.
In addition, a recommendation regarding a person who may be willing to serve and might be
hired as an investment advice fiduciary is not a recommendation regarding the investment of plan
assets. Whether or not such person is to be “entrusted with investment authority” is a determination to
be made by another party. The Department should not discourage parties-in-interest from helping plan
fiduciaries identify other possible service providers.
Also, absent specific advice regarding investments, a recommendation regarding the distribution
of benefits is not investment advice. For example, a recommendation from a party-in-interest regarding
the availability of a hardship withdrawal to a homeowner in need of funds to make repairs to her home
after a major storm should not be construed as investment advice. While distributions do require
investment activity, when investments are disposed to fund the proceeds of a withdrawal either in
accordance with the terms of the plan or at the direction of the investor without a recommendation to do
so, no “investment advice” has occurred.
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There is no indication that Congress intended or directed that the Department extend its
regulatory interpretation beyond advice regarding an investor’s portfolio or investment products.
However, the Department’s current revision of the definition of investment advice appears to do just
that, potentially capturing discussions relating to the purchase of products and activity never intended to
be captured by this rule. This expansion of the statute not only is inconsistent with the Department’s
interpretation of “investment advice” for any other purpose under ERISA, it is also a considerable
expansion of the statutory language.
Finally, while we understand that a person may, through or together with an affiliate of such
person, “indirectly” represent or acknowledge that it is acting as a fiduciary, we cannot understand how
one would indirectly render investment advice. The Department does not explain the application of the
phrase “through or together with an affiliate.” Fiduciary status should not apply to persons that are not
directly involved with the provision of advice. There is no reason why the status quo should change.
ERISA §(3(21)) does not contemplate “indirect” investment advice.
Section I(G) includes suggested changes to the text of the Proposal to address these points.
F. The regulatory definition should be revised to exclude welfare benefit plans.
Furthermore, ACLI recommends that the Department exclude welfare benefit plans from
this rule, preserving both the current rule and prohibited transaction exemptions pending further
analysis. Regarding welfare benefit plans, we note the lack of any analysis or explanation in the
preamble to the Proposal regarding the application of law or the Proposal to these plans, an absence of
any analysis of the impact of the Proposal on these plans in the Regulatory Impact Analysis, nor an
attempt to conform the proposed new and amended prohibited transaction exemptions to provide clear
exemptive relief to transactions involving these plans. Should the Department decide to act on
rulemaking regarding these plans, we ask that the Department: (1) clearly identify the statutory authority
to capture recommendations regarding the purchase of a contract to provide welfare benefits under the
definition of “fiduciary investment advice” and seek public comment on its position; (2) afford the public
an opportunity to comment on its regulatory impact analysis regarding the impact of such rulemaking to
welfare benefit plans; and (3) propose prohibited transaction exemptions or appropriate amendments
that conform to transactions involving welfare benefit plans. Section I(G) includes suggested changes to
the text of the Proposal to address this recommendation.
G. Taken together, our suggestions in Section I would revise the base definition and add two
new terms to clarify the application of the rule as follows:
§ 2510.3-21 Definition of “Fiduciary.”
(a) Investment advice. For purposes of section 3(21)(A)(ii) of the Employee
Retirement Income Security Act of 1974 (Act) and section 4975(e)(3)(B) of the Internal
Revenue Code (Code), except as provided in paragraph (b) and (g) of this section, a
person renders investment advice with respect to moneys or other property of a plan or
IRA described in paragraph (f)(2) of this section if—
(1) Such person provides, directly to an investor a plan, plan fiduciary, plan
participant or beneficiary, IRA, or IRA owner the following types of investment advice,
whether one time or ongoing, in exchange for a fee or other compensation, whether
direct or indirect:
(i) A recommendation as to the advisability of acquiring, holding, disposing or
exchanging investmentssecurities or other property, including a recommendation to take
a distribution of benefits or that includes a recommendation as to the investment of
assetssecurities or other property to be rolled over or otherwise distributed from the plan
or IRA;
10

(ii) A recommendation as to the discretionary management of investments by a
party other than the party making the recommendation securities or other property,
including recommendations as to the management of moneyssecurities or other
property to be rolled over or otherwise distributed from the plan or IRA;
(iii) An appraisal, fairness opinion, or similar statement whether verbal or written
concerning the value of investmentsecurities or other property if provided in connection
with a specific transaction or transactions involving the acquisition, disposition, or
exchange, of such investmentsecurities or other property by the plan or IRA;
(iv) A recommendation of a person who is also going to receive a fee or other
compensation for providing any of the types of advice described in paragraphs (i)
through (iii); and
(2) Such person, either directly or indirectly (e.g., through or together with any
affiliate),—
(i) Represents or acknowledges, either directly or indirectly (e.g., through or
together with any affiliate), that it is acting as a fiduciary within the meaning of the Act
with respect to the investment advice described in paragraph (a)(1) of this section; or
(ii) Renders the investment advice pursuant to a written or verbal agreement, or
arrangement, or mutual understanding that the advice is individualized or that such
advice is specifically directed to, the advice recipient for consideration in making
investment or management decisions with respect to securities or other property of the
plan or IRA. to meet the specific investment goals of the investor, and is provided at the
request of the investor pursuant to the agreement, arrangement, or understanding.
(f) Defintions. For purposes of this section –
(2)(i) “Plan” means any employee benefit plan described in section 3(32) of the
Act ….
(9) “Investor” means a plan, plan fiduciary (with discretionary authority over plan
assets), plan participant or beneficiary, IRA, or IRA owner.
(10) “Investments” means securities, insurance and annuity contracts, property
or other financial instruments held by a plan or IRA. The term “investments” does not
include any contract issued by an insurance company for the provision of benefits under
a plan described in section 3(1) of the Act .
(g) Welfare benefit plans. For purposes of section 3(21)(A)(ii) of the Act, with
respect to a plan described in section 3(1) of the Act, the definition of “fiduciary” set
forth in §2510.3-21 as filed with the Federal Register on October 28, 1975 shall apply.

II.

ACLI members are concerned that the proposed exceptions or “carve-outs” are
unnecessarily narrow, inconsistent with policies to expand retirement coverage and
savings, and generally disruptive to the marketplace, without any discernible economic
or other net benefit to consumers.

According to the Proposal, the revised definition of investment advice fiduciary is subject to
certain specific exceptions (referred to in the Department’s Proposal as ‘carve-outs’) for communications
that are “best understood as non-fiduciary in nature” and that “parties would not ordinarily view as
communications characterized by a relationship of trust or impartiality”. 6 However, the proposed
exceptions exclude critical details regarding investment activities that are not considered fiduciary in
nature, or advance inaccurate assumptions regarding plan and investor activity that erode the efficacy of
the exception. Furthermore, in order to preserve access to traditional assistance for retirement investors
with smaller accounts, several specific exceptions must be included in the final rule.

6
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A. The counter-party carve-out should be expanded to cover all plans and IRA accounts.
According to the preamble, the purpose of the seller’s exception is to “avoid imposing ERISA
fiduciary obligations on sales pitches that are part of an arm’s length transactions where neither side
assumes the counterparty to the plan is acting as an impartial trusted adviser, but the seller is making
representations about the value and benefits of proposed deals.” 7 The Department’s stated purpose
recognizes that sales activities naturally include recommendations to purchase and invest in products
and services offered by the seller, and that financial institutions such as life insurers and their sales
representatives should not be categorized as fiduciaries under ERISA or Code section 4975(e)(3)(B)
when they are engaged in selling activities and are clear that they are acting in a sales capacity.
Unfortunately, we do not believe the Department’s recognition of the distinction between sales
and advice in the preamble or in the Department’s prior proposal is adequately reflected in the limited
scope of the sellers/counterparty carve-out in the operative language. In fact, rather than recognizing
that marketing and sales activities do not constitute advice, the Department appears to start from the
premise that those activities traditionally thought of as sales and marketing are tantamount to rendering
investment advice---- unless such activities meet certain conditions, without regard, to any understanding
or agreement on the part of the parties that such activities are in fact sales or marketing. And, to further
confuse things, the Department, with no pertinent economic or other analytical support, opts to treat all
selling and marketing activities as fiduciary investment advice when that activity is directed to small
plans and IRA accounts; again, without regard to any understanding or agreement of the parties to the
contrary.
We are concerned that the Department’s efforts go far beyond the statute in its interference into
practices that are clearly recognized as the sales and marketing of products and services. We also are
concerned with the apparent arbitrariness of the Department’s framework, as well the supposition that
size is a substitute for understanding one’s responsibilities under ERISA, even if one is otherwise held
accountable for understanding and compliance with the – reporting, disclosure, fiduciary, and prohibited
transaction – rules. 8 In essence, the Proposal creates a new second-class plan fiduciary for small plans
and calls into question whether the Department would support a lower standard of care for small plan
fiduciaries generally given this assumption that these employers lack sophistication. Similarly, we are
concerned with the Department’s assumption, again with little, if any, support, that IRA owners generally
are not sufficiently sophisticated to distinguish advice from sales and marketing. A simplified disclosure
describing the sales function would be a much better option than forcing financial professionals to
abandon the small balance investor. The approach pursued by the Department in the Proposal
effectively eliminates for all plan sponsors, participants, IRA owners, the ability to acknowledge and
define the parameters of their engagements with third parties. We believe this, and other aspects, of the
Proposal go far beyond what Congress intended and far beyond what can be construed as a reasonable
reading of the statute.
Most importantly, we are concerned that the Proposal will unnecessarily complicate interactions
with all plans, as well as increase operational and compliance costs for providers and their customers.
Further, the inability to conduct traditional sales and marketing efforts to small plans will significantly
impede, if not preclude, efforts to close the retirement coverage gap, which is particularly acute among
small employers. As the Department is aware, millions of working Americans do not currently have
retirement savings opportunities through their workplace. The Department’s Proposal will significantly
increase costs and risks attendant to reaching out to the small employer community and, in our opinion,
further exacerbate private-sector efforts to bring retirement savings opportunities to all working
7

80 FR 21941.

Under the proposal, the exception may apply to sales activities relating to an employer’s 120 participant 401(k)
plan, but not the employer’s 65 participant defined benefit plan or 70 participant frozen welfare benefit
arrangement. The exception may apply to sales activities relating to a $100 million dollar defined benefit plan
trust, but not to sales of insurance contracts to a large unfunded welfare benefit plan.
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Americans. For many of the same reasons, the Department’s limits on sales and marketing to new and
existing IRA owners will, in our view, increase the risk of leakage, thereby reducing retirement savings.
An inability to reach out to potential and existing IRA owners in an efficient and cost effective way will
leave far too many individuals and retirees on their own to gather information and materials about their
options, while being subject to potentially competing demands from family and others to use
accumulated savings for non-retirement purposes. Marketing and sales activities serve to educate
consumers about their choices and ensure competitive pricing of products and services.
We recommend that the sellers/counterparty exception be modified to:
x

Include sales to any investor. The definition should provide that, without regard to plan size or
whether the engagement involves a plan participant or IRA owner, in the absence of a mutual
understanding or agreement that products or services are being offered or marketed in a
fiduciary capacity, such offerings or products shall be treated as sales/marketing not covered by
the “advice” definition. Plan fiduciaries are, by law – and without regard to the size of their plan
or the amount of assets within the plan -, required to act prudently and in the interest of the
plan’s participants and beneficiaries. We believe that such standard imposes an obligation –
and not a particularly difficult one – to ascertain the nature of the relationships in which they
engage, including distinguishing a sales activity from a fiduciary activity (with respect to which
they may have co-fiduciary liability). In the case of a plan participant considering a rollover or IRA
owners generally, they too are expected to be cognizant of the rules and tax considerations
governing IRAs and, in many cases, have reviewed the IRA marketplace in conjunction with
selection an IRA with investments and fees that meet their criteria. Unlike plan participants, IRA
owners have the flexibility – and therefore an inherent protection – to transfer their assets to a
competing IRA if and when they become dissatisfied with investments and/or services. The
knowledge and understanding of IRA owners should not be discounted by the Department in the
absence of an empirical assessment of IRA owners’ capabilities and the impacts on the
Departments regulations on those owners.

x

Remove the requirement to obtain a written representation when acting in a sales capacity. The
definition should be revised to eliminate any requirement for a seller/counterparty to obtain
written representations regarding the capacity in which a plan fiduciary is acting (or regarding
plan size, assets – see above) or the plan fiduciary’s understanding that the seller/counterparty
is not acting in a fiduciary capacity. Such representations are not, and should not be, part of presales or sales discussions. Starting any relationship with an explanation that the seller is not
permitted to discuss product or service offerings until written representations are obtained, that
the individual is in a position to act and that she is sufficiently sophisticated to understand that
the seller is a seller, not a fiduciary – may be received as unwelcomed and condescending.
Despite the Department’s perception, albeit unfounded, that no one is really capable of
distinguishing sales from fiduciary activities, we believe such confusion has not been an issue of
any measurable degree and that this requirement should be eliminated.

x

Remove the burden of proof from the seller. The definition should be revised to eliminate
putting a seller/counterparty in the position of having to establish/prove that any given fiduciary
has sufficient expertise to evaluate the transaction and determine the prudence of the
transaction with respect to the plan. We believe if a plan fiduciary is acting as such in
connection with a sales or marketing engagement, it is reasonable for any seller/counterparty to
assume that the fiduciary understands their duties under ERISA (or the in case of an IRA account
owners, their right to act on information they determine to be in their best interest). Moreover,
the Department does not provide guidance on how one could possibly discharge such an
obligation with any degree of certainty. If the Department is intent on a test, we strongly suggest
that the requirement be reframed to establish a presumption of competence on the part of a
plan fiduciary, in the absence of clear evidence indicating otherwise. In this regard, we note that
13

even ERISA fiduciaries – directed trustees – are not required to second guess the competence of
a named fiduciary absent extraordinary circumstances. 9 Certainly a seller/counterparty should
not be held to a higher standard that a directed trustee.
x

Remove any doubt that common pre-sale activities could be considered fiduciary advice. The
definition should clarify that pre-sales activities, such as responses to RFP’s and similar
solicitations in which a seller/counter is not initiating an action, but rather is providing
information regarding products and services in the context of a request, the parameters of which
are defined by a plan fiduciary or IRA owner constitute activities covered by the
sale/counterparty exception.

In the alternative, the current seller’s carve-out should be eliminated in favor of a carve-out that
requires the seller to fairly inform the investor that: (A) such person is not undertaking to provide
impartial financial advice (i.e., not acting as a fiduciary for purposes of ERISA); and (B) such person has a
financial interest in the matter. This approach achieves the Department’s stated goals without codifying
assumptions regarding the assumed competence – or lack thereof – of any group of plan fiduciaries or
the general public.
ACLI recommends the following revision to the text of the Proposal.
“§ 2510.3-21(b)(1)(i) Counterparties to the investor -- In such person's capacity as a
counterparty (or representative of a counterparty) to an investor, the person provides
advice to an investor who is independent of such person and who exercises authority or
control with respect to the management or disposition of investments held by a plan or
IRA, with respect to an arm's length transaction, if, prior to providing any
recommendation with respect to the transaction, such person has not acknowledged in
writing that it is acting as a fiduciary (within the meaning of this subsection) with respect
to the transaction and the person does not receive a specific separate advisory fee for
such recommendation; such person fairly informs the investor that: (A) such person is
not undertaking to provide impartial financial advice; and (B) such person has a financial
interest in the matter.”
B. The platform carve-out should clarify that an annuity contract is a “platform or similar
mechanism” and should be extended to apply to IRAs.
As with other carve-outs proposed by the Department, the platform carve-out is “designed to
draw an appropriate line between fiduciary and non-fiduciary communications, consistent with the text
and purpose of the statutory provisions.” The platform carve-out appears to be intended to allow
platform providers who provide access to investments through a retirement plan platform and help plan
fiduciaries select or monitor investment alternatives perform those services without triggering fiduciary
status.
The platform provider exception is made available to individuals who market and make available
“securities or other property through a platform or similar mechanism”. However, the carve-out stops
short of defining “other property” or a “similar mechanism” that might be an appropriate vehicle for the
carve-out. While our members presume that annuity contracts are a “platform or similar mechanism” for
purposes of the carve-out, for the avoidance of doubt, the Department should make this clear. Failure to
clarify this point would place insurance companies, the sole manufacturers of variable annuity products,
at a serious competitive disadvantage with regard to other financial institutions in the retirement plan
market.

9
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The Department requested comments on whether the scope of the platform provider exception
should be limited to large plans similar to the scope of the seller’s exception. ACLI recommends that this
exception apply to all plans, regardless of plan size, as currently provided in the Proposal. Adequate
protection is provided to small plans due to the disclosures that are required of providers relying on this
exception.
Furthermore, while the preamble suggests that the “platform” carve-out is available for a
platform that has preset investment options, this is not entirely evident from the text. Many platform
providers offer participant-directed plans platforms with pre-selected investments, chosen without
regard to the individualized needs of any particular plan or plan participant. Since there is no inherent
conflict in the selection of these standardized investment platforms, they should be explicitly covered by
the carve-out. Additionally, the carve-out should make clear that the platform can include products such
as annuity contracts, including one or more deferred annuities and/or qualified longevity annuity
contracts or “QLACs.”
ACLI further suggests that where a provider is merely offering a platform of predefined
investment options, the offering of such platforms or platform choices, like sales, should not be treated
as advice. In such situations, the provider is merely offering a non-individualized platform of investment
options from which an IRA owner can choose or monitor on a take it or leave it basis. For this reason,
ACLI also supports extending the selection and monitoring exception in order to ensure that providers
can, without assuming fiduciary liability, be responsive to an IRA owners request for investments meeting
specific objective criteria specified by the IRA owner. The fact is that IRA owners can only benefit from
information – and the ability to compare products and services – in a competitive marketplace. The
Department should be encouraging and facilitating IRA owner access to this information, not, as under
the Proposal, creating impediments to affording IRA owners options for enhancing their retirement
savings.
ACLI members therefore recommend the following change to 2510.3-21(b)(3) and (4):
(3) Platform providers. The person merely markets and makes available to an Investor,
without regard to the individualized needs of the Investor, investments through a platform or
similar mechanism (which may include one or more annuity contracts) from which an Investor
may select or monitor investment alternatives offered without regard to the individualized needs
of the Investor, if the person discloses in writing to the Investor that the person is not
undertaking to provide impartial investment advice or to give advice in a fiduciary capacity.
(4) Selection and monitoring assistance. In connection with the activities described in
(b)(3) of this section with respect to an employee benefit plan (as described in section 3(3) of
the Act), the person –
Note that the language above assumes the Department will include the definition of
“Investments” offered in Section I(G) above. If not, we ask that the phrase “insurance and annuity
contracts” be included along with “securities, or other property.”
C. The Proposal should include an exception for financial professional responses to
proposal requests.
Under the Proposal, any communication that constitutes a “recommendation” falls within the
scope of fiduciary investment advice. A ‘‘recommendation’’ is defined as a communication that, based
on its content, context, and presentation, would reasonably be viewed as a suggestion that the advice
recipient engage in or refrain from taking a particular course of action. 10 While ACLI members
10

80 Fed. Reg. at 21960.
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appreciate the opportunity to offer further comment on the appropriateness of this definition, at base, it
is currently drafted broadly enough to require several revisions to protect customary marketing practices.
For instance, insurance companies routinely market themselves in response to requests for proposal
which are, by definition, intended to encourage plan sponsors to engage in a “particular course of
action”. In some cases, a response to a request for proposal may be binding if accepted. It appears that
such responses would be considered “recommendations” – and by extension, investment advice –
under the current definition. The plan size and asset restrictions currently made part of the seller’s
exception do not rectify this inadvertent fiduciary problem. While there is an indication in the preamble
that a response to a request for a proposal is not fiduciary advice, members seek a specific carve-out for
requests for proposals.
Such carve-out could be worded as follows:
“(X) Certain Proposal Responses and Related Activity. The person merely markets and makes
available to an employee benefit plan (as described in section 3(3) of the Act), informational,
marketing or similar materials at the request of a plan fiduciary, in order to encourage a plan
fiduciary to engage the services of the adviser and/or an affiliate, irrespective of whether such
materials or information are specifically individualized or directed to the plan or identify
individual offered investment alternatives.”
D. The education carve-out should be amended.
At the outset, we wish to commend the Department for recognizing the importance of retirementrelated materials and programs and extending the principles of Interpretive Bulletin (IB) 96-1 to
encompass such as part of the proposed rule. With 10,000 individuals reaching retirement age every
day, the importance of helping individuals prepare for their retirement years is of critical importance and
by clarifying that many activities designed to assist them do not constitute fiduciary investment advice is,
in our view, a major step forward.
However, while taking a step forward in encouraging and facilitating the education of plan
participants, the Department simultaneously took a major step backward in the area of investment
education. For almost 20 years, the principles of IB 96-1 have served to afford participants access to
meaningful investment-related educational materials and programs. The value and benefits of IB 96-1
were evident in the Department’s 2010 effort to modify the “fiduciary” definition. In that proposal, the
Department could not have been clearer in its recognition of the importance of IB 96-1 by preserving IB
96-1 in its entirety and without change. In this Proposal, however, the Department takes the position
that any reference of investments or options in conjunction with asset allocation models or other
materials constitute “advice.” Not only a major change to well-established and relied upon guidelines
that have proved valuable to millions of plan participants, but change that appears wholly premised on
speculation (from a GAO report) that some participants “may” or “might” believe such references
constitute advice – despite representations to the contrary or that some participants “may” or “might”
not understand – despite explanations – that other investments might be available to them. With the
proposed change, the Department has effectively shifted the obligation to populate asset allocation
models to the plan participant, who for a wide variety of reasons is unlikely to do so, thereby significantly
undermining what has been a valuable tool for millions of plan participants.
Participants and IRA owners need more, not less, education on annuities and other distributions
options. The education carve-out requirement to avoid specificity regarding the investment or
distribution options available under a plan or IRA should be amended to preserve investor education
activities that are critical to managing longevity risk and stemming retirement plan leakage. While the
Department makes attempts to cover common distribution-related information “including information
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relating to annuitizations and other forms of lifetime income payment” 11, the text of the carve-out falls
short of achieving its stated goal.
Interpretive Bulletin (IB) 96-1, as restated and incorporated into a Department’s regulation,
acknowledges the important role of financial professionals in providing participants with educational
materials without exposing them to potential fiduciary liability. The Proposal’s replacement of IB 96-1
with a carve-out renders it only marginally useful in this regard. Specifically, the Department’s
narrowing of the definition of investment education with respect to specific investments makes it less
effective, at best, and counterproductive, at worst. Investors will expect that the education received from
financial professionals provides them with sufficient information to make informed investment decisions
on their own; in fact, this will no longer be case.
The education carve out should extend to participant enrollment services where participants are
being enrolled into investments that have been designated by a plan fiduciary who is independent of the
party providing the enrollment services, provided that no recommendations of specific investments are
made in the course of such enrollment, and in the case of an investment product under the plan, such
as an annuity contract, that is distributed in-kind from the plan, whether as an IRA (and thus effectively a
rollover) or a non-transferable 401(g) annuity.
ACLI members therefore have specific suggestions for improving this carve-out. Each of these
changes fit squarely into the Department’s intent to carve-out “general information that helps an
individual assess and understand income needs past retirement and associated risks (e.g. longevity and
inflation risk) or explains general methods for the individual to manage those risks both within and
outside the plan…” 12
1. Distribution guidance should be expanded. For education to be meaningful, the
requirement to avoid specificity on distribution options available under the plan or IRA must be
eliminated.
2. Education regarding features inherent in previously-purchased products should be
included in the carve-out. As the carve-out is currently written, it appears that a plan or an
insurer cannot educate a participant or IRA investor about the features of a particular product
that has already been purchased. For example, a customer service representative could not
educate a policyholder about the decision to annuitize a previously-purchased contract, because
that discussion would involve a communication regarding a “specific investment”. Similarly, a
customer service representative could not read the terms of the annuity contract to the policy
holder, answer routine questions regarding the annuity or restate contract terms or that of a
prospectus.
3. Education as to which investment options fit into various asset classes should be
permitted. Participants and IRA owners need more information about investments, not less.
Plan service providers should be permitted to assist the public in classifying investment options
into the correct asset class without fear that they are inadvertently providing advice. More
importantly, we need to be helpful to plan participants. General information about asset
allocation that omits any information about available investment options will only confuse and
frustrate participants.
4. “Anti-cashout” interventions should be included in the carve-out. Plan service providers
have a financial interest that supports the public interest in retaining participant assets in
employer sponsored plans and IRAs. Investment education discouraging participants and IRA
owners from “cashing out” their accounts, and investment education promoting IRA rollovers
11
12
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(including rollovers into IRAs affiliated with the person providing the education) by participants,
owners, and beneficiaries who are and as an alternative to a cash-out must be permitted. Taking
an early lump-sum can have a devastating impact on retirement security. Firms should be
encouraged to intervene to educate terminated participants about the consequences of taking
their savings out to the tax-advantaged retirement system.
With these goals in mind, ACLI members offer the following revisions to the investment education
carve-out:
“(6) Investment education. The person furnishes or makes available any of the following
categories of investment-related information and materials described in paragraphs (b)(6)(i)
through(iv) of this section to a plan, plan fiduciary, participant or beneficiary,…
(ii) General financial, investment and retirement information. Information and
materials on financial, investment and retirement matters that do not address specific
investment products, specific plan or IRA alternatives or distribution options available to
the plan or IRA or to participants (other than a limited menu of options approved by the
plan fiduciary or IRA owner), beneficiaries and IRA owners, or specific alternatives or
services offered outside the plan or IRA, and inform the plan fiduciary, participant or
beneficiary, or IRA owner about—
(A) General financial and investment..
(iii) Asset allocation models….
(C) Such models do not include or identify any specific investment
product or specific alternative available under the plan or IRATo the extent that
an asset allocation model and related materials identify one or more investment
alternatives or products available under the plan or IRA, the model is
accompanied by a statement indicating that other investment alternatives having
similar risk and return characteristics may be available under the plan or IRA and
identifying where information on those investment alternatives may be obtained;
and
…(v) Anti-cashout information. General methods and strategies that encourage
participants to avoid in-service distributions when possible or suggest alternative postdistribution retirement plan savings vehicles designed to preserve retirement savings,
including IRAs and similar products.”

III.

PTE 84-24 must be revised to ensure sufficient exemptive relief for annuities and other
insurance contracts.

In order to allow both plans and IRAs to continue to purchase insurance and annuity contracts in
the normal course of business, PTE 84-24 should be expanded to treat variable annuity purchases as
covered transactions, and should allow for greater flexibility within the definition of “commission” to
allow for traditional forms of adviser compensation. Furthermore, the exemption should clarify that
compensation and other possible revenue or profit received by the insurer (rather than the adviser) is
not subject to consideration, should provide for relief for existing transactions that rely on the exemption
in its current form, and should clarify the Proposal’s definition of a “material conflict” that is subject to
disclosure. We ask that the conditions imposed in Section IV with respect to insurance sales be no more
cumbersome than those imposed on mutual fund sales. Finally, we suggest edits to clarify the
application of PTE 84-24 to IRA transactions.
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As proposed, the Department’s amendments would revoke PTE 84-24 for advice provided to IRA
owners with respect to transactions involving variable annuity contracts and other annuity contracts that
constitute securities under federal securities law, as well as transactions involving the purchase of
mutual fund shares. According to its Regulatory Impact Analysis, the Department believes that
investment advice transactions involving variable annuity contracts and mutual fund shares are so
similar to securities transactions that they should occur under the conditions of the BICE. 13 However, the
Department’s assessment in this regard ignores certain critical risk characteristics of variable annuity
contracts that align these contracts more closely with insurance than securities. Thus the Department’s
failure to include these contracts under the amended PTE is unwarranted and does not contribute to
investor protections.
An annuity contract does not convert from an insurance product to a securities product with the
addition of a variable investment feature. Variable annuity contracts are not simply securities products;
they are first insurance contracts. Contrary to the Department’s assertions in the preamble, they do not
cease being the latter when they become the former. Instead, a variable annuity combines traditional
insurance concepts with certain mutual fund principals to solve two increasingly important problems in
retirement planning – rising life expectancy and the declining value of the dollar. 14 Variable annuity
contracts share many of the features of a fixed annuity contract, including fixed (general account) option
with interest guarantees, mortality-based investment guarantees, retirement income guarantees, and
the availability of additional life-contingent withdrawal options. These features are not available in a
securities investment. Also unlike an investment in securities, both fixed and variable annuities provide
for the liquidation of principal and income actuarially over a lifetime, with the insurance company
assuming the risk of miscalculating mortality predictions in computing benefit payments. 15 Whether an
annuity contract is fixed or variable, the insurance company still bears the risk of the investor outliving
capital. Given that, in practice, both fixed and variable annuity contracts require the company to bear
longevity risk, these arrangements are far more similar to each other than to securities investments in
any regard. Accordingly, the Department should reconsider the current distinction between these
contracts under the amended PTE 84-24, and revise the PTE to cover the sale of all annuity contracts to
IRAs. 16
In addition, the definition of “insurance commissions” under the amended PTE is far to narrow,
and should be broadened to include more traditional forms of compensation. Under the Proposal,
insurance commissions would be newly defined as commissions paid by the insurance company or any
affiliate of the insurance agent, insurance broker, or pension consultant for effecting the purchase or
sale of an insurance or annuity contract. 17 It would include renewal fees and trailers, but would prohibit
advisers from receiving relief under the PTE for many other traditional revenue sources, such as revenue
sharing and administrative and marketing fees, as well as payments from third parties. This revision
would prohibit advisers from receiving these types of payments for sales to both plans and to IRA
owners.
This is a significant constriction of the protection afforded by the exemption as it has been
interpreted for more than 30 years. While ACLI appreciates the Department’s attempt to carve certain
forms of potentially conflicted revenue sources out of the exemption, defining commissions largely by
U.S. Department of Labor, “Fiduciary Investment Advice: Regulatory Impact Analysis,” April 14, 2015, p.4, available at
http://www.dol.gov/ebsa/pdf/conflictsofinterestria.pdf.
14 Regulation of Variable Annuity Sales: The Aftermath of SEC v. VALIC, 1959 Wash U. Law. Q. 206(1959). Available at
http://openscholarship.wustl.edu/cgi/viewcontent.cgi?article=3325&context=law_lawreview
15 See SEC v. VALIC, 79 S.Ct. 618,___ (1959).
16 Although ACLI members understand that relief for the sale of variable annuity contracts may still be available under the BICE
exemption, due to the uncertainties regarding that exemption’s “reasonable compensation” requirement, the inability of the
industry to access and compile information necessary for the required disclosures, and the general liability risks created for
advisers and affiliates under the exemption, the BICE is not a viable option of the sale of these contracts. Please see section
___ of this comment letter for additional details.
17 80 Fed. Reg. 22010, 22020 (April 20, 2015).
13

19

indicating what the term excludes, rather than what the term includes, will create an uncertain
compliance environment for insurers. In its current form, the amended definition forces advisers to
postulate as to the Department’s expectations regarding other types of permissible commission sales
under an exemption relied upon heavily by the industry. Insurance companies will have no guidance as
to whether other basic revenue sources, such as sales incentives that allow advisers to earn credits
toward retirement and health benefits and guaranteed income overrides to third parties paid for
overseeing adviser activity, remain permissible. For instance, the revised definition would prohibit
payments from third parties and payments that result from the underlying investments that are held
pursuant to the insurance contract. This prohibition, as it is currently worded, could restrict the sale of
annuities entirely, since both variable and fixed annuities generally include an account that has the
potential to generate revenue to the insurer.
An inclusive definition of “insurance commission” would be a helpful step toward alleviating
these concerns and correcting the practical issues raised by the amended PTE. However, given the
complexity of the insurance market and the various methods insurers use to help facilitate distribution,
an inclusive definition of commissions should be flexible enough to allow for the various interpretation
and terms used to identify permissible compensation sources.
In addition, we ask the Department to confirm that when necessary, Section I(a)(4) of PTE 84-24
covers an insurance company’s receipt of the revenue and any profit that is the necessary result of the
sale. This is critical for the sales of proprietary annuities by an insurance company, including its
employees, and sales by advisers associated with affiliated selling firms. If the insurance company’s
revenues and profits are not permitted, this exemption will have no utility for proprietary product sales,
which we do not believe is the Department’s intent.
Furthermore, the Department offers no reason why an exemption that allows for additional
traditional forms of compensation, such as revenue sharing, cannot be fashioned to protect investors’
rights. A robust disclosure structure that fully and accurately describes any potential conflict associated
with variable sources of revenue would reduce disruption in the market and provide for greater choice
for investors. To this end, ACLI members assert that the categories of commissions that would align with
Congressional directives under ERISA section 408(a) are far broader than simply renewal fees and
trailers. We note that these other forms of commissions, including revenue sharing and similar forms of
compensation, are already subject to ERISA’s reasonable compensation standards through the
disclosure regime currently in place pursuant to section 408(b)(2). Specifically, those disclosures
require service providers to disclose any compensation paid from the provider to third parties or affiliates
acting as subcontractors if paid on a transaction basis. Such disclosures are also required to the extent
such compensation is charged directly against the covered plan’s investment and reflected in the net
asset value of the investment. Given that this compliance structure already drives the types and amount
of commissions that can reasonably be paid to financial professionals, there is little to no additional
benefit to be gained by using a highly restrictive definition of “insurance commissions” in the proposed
amendment to PTE 84-24.
The insurance industry has taken great pains to deliver quality products, compensate financial
professionals, and protect the best interests of retirement investors in a manner that complies with
ERISA, securities law, FINRA guidance and applicable state law. The ability to protect that revenue from
ERISA prohibited transaction laws does not rest with restricting the types of commissions advisers
receive. It rests instead with the Department’s success in crafting clear, definitive compliance
parameters for investment advice fiduciaries that align with the interests of investors – including their
interest in the availability of a wide range of annuities and other investment products.
With respect to proprietary sales, the amended PTE must clarify that revenues to the insurer for
group annuity recommendations will not be restricted by the revised definition of “insurance
commissions.” Often, insurance companies will receive various sources of revenue when group annuity
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products are offered to plan sponsors by an affiliated or unaffiliated financial professional, including
revenue payments from third parties. These payments present no potential conflict, because their
receipt by the company does not influence the adviser’s recommendations. Because these revenues
are not included in the definition of “commissions”, it not clear that such revenue would receive the
protection of the PTE, even if the revenue does not vary depending on the product chosen by the plan
fiduciary. We therefore strongly encourage the Department to add clarifying language to provide for this
protection in the final exemption.
The revised exemption also provides no protection for arrangements that currently rely on PTE
84-24. Variable commission sales and sales involving 12b-1 commissions, for instance, would be
stripped of the exemption’s protection, without immediate recourse for advisers and investors who have
relied on the existing interpretation in good faith. If the Department truly seeks to protect customary
retirement savings arrangements that have been successfully executed over the past 30 years, the final
exemption should provide grandfather protection for existing contracts that currently fall outside of the
bounds of the amended PTE.
Regarding the Impartial Conduct Standards, while we agree that disclosure of material conflicts
of interest is not only optimal, but absolutely crucial to protecting investor interests, the proposed
amendments to PTE 84-24 do not sufficiently define the term “material conflict”. Again, further
clarification regarding this standard will be critical if the failure to disclose a material conflict of interest
will be deemed to be a misleading statement, and will violate a key exemption requirement. To the
extent that PTE 84-24 compliance is premised on such an opaque standard, the insurance industry will
find it necessary to discontinue relationships that have traditionally relied on the protection of
exemption. As a result, investor access to professional advice from highly-regarded financial
professionals will be reduced, particularly among IRA owners. There is a risk that an inadvertent failure
to disclose something minor, for example the fiduciary’s receipt of a minor benefit such as a routine
lunch or dinner paid for by the insurance company issuing the insurance or annuity contract, would
result in the transaction and all attendant compensation being prohibited and subject to disgorgement
and excise taxes. This result would be harmful and wholly disproportionate to any possible harm caused
by the inadvertent disclosure failure.
With respect to transactions involving insurance and annuity contracts, Section IV(b)(2) of the
proposed PTE 84-24 requires that the “independent fiduciary acknowledge in writing the receipt of the
required disclosures . For transactions involving mutual funds, Section IV(c)(2) requires the
independent fiduciary to approve the transaction following the receipt of the required disclosures. ACLI
asks that these be aligned to require the approval of the transaction without the need for a “written
acknowledgement.”
While the amendments to PTE 84-24 are characterized as covering transactions involving IRAs,
the covered transactions and conditions for relief do not describe IRAs (e.g., the use of the phrase “with
plan assets”). This language should be revised to clearly include the assets of an IRA. Likewise, the
conditions in Section IV require the engagement of an independent fiduciary. This person should also
include an IRA owner or a fiduciary engaged by the IRA owner to act on their behalf.
While ACLI members appreciate the certainty that a definition brings to the existing exemption,
significant amendments will be necessary in order to make the exemption a viable option for the
insurance industry going forward.
Accordingly, ACLI recommends the following changes to the text of the exemption in its proposed
form:
Revise the phrase “with plan assets” to read “with plan or IRA assets” as it appears in Section
I(a)(1)-(4).
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Revise each instance the phrase “independent fiduciary” appears in Section IV to read
“independent fiduciary or IRA owner.”
Revise Section I(a)(4) as follows:
(4) The purchase, with plan assets, of an insurance or annuity contract from an
insurance company and the resulting receipt of compensation by the insurance company in
connection with the purchase.
Strike Section I(b).
Revise Section VI(b) as follows:
(b) The insurance agent or broker, pension consultant, insurance company or investment
company Principal Underwriter that is a fiduciary acts in the “Best Interest” of the plan or IRA is
when the fiduciary acts with the care, skill, prudence, and diligence under the circumstances
then prevailing that a prudent person would exercise based on the investment objectives, risk
tolerance, financial circumstances and needs of the plan or IRA, without regard to by placing the
interests of the Retirement Investor before the financial or other interests of the fiduciary, any
affiliate or other party.
Revise Section VI(f) as follows:
(f) The term “Insurance Commission” means (1) a sales commission paid by the
insurance company or an Affiliate to the insurance agent or broker or pension consultant for the
service of effecting the purchase or sale of an insurance or annuity contract, including renewal
fees, trailers, gross dealer concessions and overrides, and but not(2)revenue sharing payments,
administrative fees, marketing payments, and other payments from parties other than the
insurance company or its Affiliates.
Revise Section VI(h) as follows:
(h) A “Material Conflict of Interest” exists when a person has a material financial interest
that could affect the exercise of its best judgment as a fiduciary in rendering advice to a plan or
IRA.

IV.

The Best Interest Contract Exemption (BICE) must be revised and re-proposed since,
absent substantial changes, it has no utility for the insured retirement industry.

In theory, the BICE would permit investment advice fiduciaries to receive otherwise prohibited
compensation in connection with transactions involving IRA owners, plan participants and beneficiaries
with direct investment authority, and plan sponsors of certain non-participant directed plans. These
individuals are referred to collectively in the exemption as “Retirement Investors.” To receive the
protection of the exemption, fiduciaries would need to:
x
x
x
x
x

Act in the “Best Interest” of the Retirement Investor, and
Receive no more than “reasonable compensation”, and
Not make any misleading statements, and
Admit fiduciary status under ERISA, and
Prior to offering any recommendation, along with a “Financial Institution,” enter into a contract
with the Retirement Investor that:
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Includes warranties that state that the fiduciary and “Financial Institution” –







Will comply with all applicable federal and state securities laws, and
Has written policies and procedures to mitigate conflicts of interest, and
Has identified any material conflicts and adopted measures to make sure that
they do not violate the BICE “impartial conduct standards”, and
Does not use incentives, quotas or other personnel actions, bonuses, contests,
special awards, differential compensation or other actions that would encourage
an adviser to make recommendations that are not in the Best Interest of the
investor, and
Does not contain any exculpatory provisions disclaiming or otherwise limiting the
liability of the adviser or financial institution for a violation of the contract’s
terms, or waives their right to bring a class action regarding the dispute.

In addition, the fiduciary must:











Detail material conflicts of interest;
Inform the Retirement Investor of his or her right to obtain information about
fees;
Disclose whether the fiduciary offers proprietary products or receives 3rd party
payments with respect to the purchase, sale, or holding of any asset, and
provides the website where that information can be located (the “initial
disclosure”);
Provide point of sale disclosures explaining the total projected cost of the assets
available for investment (the “point of sale disclosure”);
Provide an annual disclosure of each asset purchased and sold in the past year,
and the compensation received by the adviser (the “annual disclosure”);
Maintain a website that shows the cost and the direct and indirect compensation
paid to the adviser, the financial institution, and each affiliate for each assets in
the plan (the “website disclosure”);
Make a range of investment options available that is broad enough to enable the
adviser to make recommendations from all the asset classes “reasonably
necessary to serve the investor’s Best Interest, or, if they do not offer such range,
make a written finding that limits on the assets offered do not prevent the
adviser from providing advice that is in the Best Interest of the Retirement
Investor; and
Provide, upon request, detailed and sensitive information related to the activity
within a customer’s account, personal information related to advisers which the
Department can post publicly and detailed information related to investments
offered under the exemption.

The BICE does not meet the administrative exemption requirements under ERISA §408(a), and
therefore should re-proposed after further consideration. We also ask that a final rule regarding the
definition of fiduciary not be effective until a workable exemption is also made final and effective.
ERISA §408(a) grants the Department authority to grant administrative exemptions from the
prohibited transaction provisions of ERISA and the Code for a class of transactions or for individual
transactions. However, in order to grant an administrative exemption, the Department must make a
determination that the exemption is (1) administratively feasible; (2) in the interest of the plan and its
participants and beneficiaries; and (3) protective of the rights of plan participants and beneficiaries.
The BICE does not meet the requirements for an administrative exemption under §408(a). As
detailed herein, the BICE is far from administratively feasible -- it requires entities that are not functional
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ERISA fiduciaries to adopt fiduciary status; it is strikingly opaque regarding basic compliance concepts
such as 'reasonable compensation'; it is incompatible with standard business practices in the financial
services industry; it may inadvertently subject agents and brokers to the Investment Advisers Act of
1940; and its disclosure requirements potentially conflict with SEC and FINRA compliance rules. While a
broad exemption is clearly necessary under the Proposal, BICE also does not serve the interests of plans,
participants, and IRA owners, because its will eliminate financial professionals' ability to provide advice
to certain small plans and participants eligible for a distribution. Finally, the BICE is not protective of the
rights of plan participants and beneficiaries, because it will reduce access to the types of helpful
investment education that participants in self-directed plans and IRAs have come to expect, and
provides no substantive transition relief to allow retirement investors to maintain their existing
arrangements under the current terms if they so choose.
Given that the Department has issued more than 120 separate requests for public comment and
assistance with regard to the BICE alone, it stands to reason that the exemption deserves further agency
attention consistent with the administrative exemption principles in ERISA §408(a). ACLI therefore urges
the Department to withdraw the BICE, and to consider re-proposing the exemption following a more
robust period of public comment in which all stakeholders have the opportunity to address the
Department's questions and concerns.
In the preamble to the BICE, the Department inquired as to the distribution methods and
channels applicable to annuity products that are not securities. As you consider the following
comments, it is important to note that annuities are offered through a broad spectrum of distribution
channels. These include agents (via insurance agencies or by insurer’s own employees), affiliated or
independent broker-dealers, wirehouses, financial planners, and financial institutions such as banks.
Agents appointed by a company offering annuities may be “captive,” offering only that company’s
proprietary products. Some annuity companies may allow their agents to offer other companies’
products in limited circumstances, such as when the customer is looking for a type of annuity the carrier
does not offer. Some insurers and external distribution partners such as banks, wirehouses, and
independent broker-dealers offer products including annuity products in addition to an insurer’s
proprietary products. Some annuity carriers contract with independent “marketing organizations” that
act as an intermediary between independent insurance agents and the annuity carrier. These marketing
organizations may perform services such as agent recruiting, contracting, licensing, continuing
education, and sales support.
Individuals that offer an insurer’s fixed annuities and other non-security annuity contracts must
be appropriately licensed and appointed by the company. For an annuity that is a security (i.e. a variable
annuity), the individual also must have a security license and also be properly registered with FINRA and
applicable state security departments. Annuities that are securities may be offered through affiliated or
non-affiliated broker-dealers.
As for the types of annuities that are offered and to whom they are offered, this varies. Some
insurance companies only utilize agents whereas others utilize the full spectrum of agent and third party
distribution partners. Sales of proprietary products may be more concentrated within an insurer’s career
agent salesforce. Broker Dealers may sell annuity-based IRAs and nonqualified annuities to individuals,
while annuity sales to qualified plans may be more concentrated in a smaller number of registered
representatives. Bank channels may sell more fixed than variable annuity products while wirehouses
tend to offer more variable products such as variable annuities with living benefits. However, there does
not appear to be a consistent trend in the prevalence of the type of annuities that are offered through
different distribution methods across insurers.
In our review of the BICE, by any measure, it is the most prescriptive exemption ever issued by
the Department. We have a number of concerns regarding the BICE as proposed. Set forth below is an
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explanation of these concerns, as well as recommendations for the Department’s consideration as to
how the BICE could be modified.
The BICE imposes fiduciary status on insurers even when the insurer is not a fiduciary under the
proposed definition. The proposed definition requires that a person both (1) provide a recommendation
regarding an investment or financial professional (or offer and appraisal), directly to a plan or IRA owner
and (2) acknowledge fiduciary status or provide advice pursuant to an arrangement or understanding.
Under the BICE, a “Financial Institution” is defined as an entity that retains an Adviser who is an
independent contractor, agent or registered representative. Financial Institutions do not provide advice
directly to plans or IRA owners; as such, they would not be fiduciaries under the proposed regulatory
definition. However, although not fiduciaries, Financial Institutions must nevertheless agree to be
fiduciaries in order for the Adviser to take advantage of the exemptive relief of the BICE. As the BICE
requires a contract be signed before a recommendation could be made, Advisers who conduct business
with a variety of Financial Institutions and/or are retained by more than one Financial Institution will
need to have the investor sign agreements with each and every one before they enter into a discussion.
Generally, if a fiduciary does not comply with the every requirement of the BICE, the fiduciary
risks engaging in a prohibited transaction. However, certain requirements of the exemption are so
ambiguous that it would be difficult for any fiduciary to confirm that she is in compliance with BICE. The
Impartial Conduct Standard requires that the adviser and financial institution agree contractually that
they will not recommend an investment if the total amount of compensation anticipated to be received in
connection with the recommended transaction exceeds reasonable compensation in relation to the total
services provided. ACLI is concerned that the use and meaning of “reasonable compensation,” which is
not explained in the exemption, is intended to have some meaning other than as applied under the
statutory exemption found at ERISA §408(b)(2) and the regulations promulgated thereunder. ACLI also
questions the propriety of measuring the sum total of all compensation received in connection with the
sale of a proprietary annuity product against the reasonable costs of services provided to the advice
recipient. Insurance products include charges that are assessed not merely for the provision of services,
but also for the provision of the guarantees and other financial benefits set forth in the insurance
contract. Prohibited Transaction Exemption 84-24, which also contains a reasonable compensation
condition, takes this incremental additional cost into account by including not just the costs of fees
related to the provision of services but also the fees and other considerations received in connection
with the purchase of the insurance or annuity contract for purposes of determining the reasonableness
of total cost. ACLI urges the Department to extend this approach to the BICE.
The BICE requires advisers and financial services companies to represent that the investment
will, in essence, meet the ERISA prudent man standard. As noted in an April 2005 article in the Journal
of Pension Benefits, “The prudent man rule is only 42 words long, but it is the parent of scores of
litigated cases and millions of words of analysis. Despite this volume of information the rule still creates
confusion and discomfort. That is doubly true in the context of participant directed plans.” The Second
Circuit Court of Appeals called the ERISA prudence standard “one of the highest duties known in the
law”. 18 To add additional untested and undefined standards to the prudence obligation leaves the
overall requirements for the BICE so uncertain as to expose fiduciaries seeking to utilize the exemption
to potentially enormous financial risks, the scope of which cannot reliably be estimated in light of the
legal uncertainties introduced by the Department’s new language. These uncertainties are so great that
many financial institutions may conclude that reliance on the BICE would itself be imprudent to the
company’s other constituencies, including its other policyholders, its employees and shareholders. ACLI
requests that, at a minimum, the changes recommended here be adopted and that the Department
consider providing a detailed definition of each standard.

18

See Donovan v. Bierwirth, 680 F.2nd 263, 272 n.8 (2nd Cir. 1982).
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A. The impartial conduct standards that form the foundation of the BICE are unacceptably
ambiguous.
1. The BICE is not clear as to which forms of variable compensation are permissible.
The BICE impartial conduct standards include two separate requirements that create
unacceptable ambiguity as to whether the customary compensation practices would be permitted going
forward. First, the BICE requires financial institutions to warrant that they do not pay their advisers
differential compensation that would tend to incent the adviser to make recommendations that are not
in the best interest in of Retirement Investors. Second, financial institutions are required to represent
that the compensation received by the financial institution, the adviser, affiliates and related parties is
reasonable for the services provided to the retirement investor. Furthermore, if the financial institution
places limits on the investments it offers, then under Section IV of the exemption, the Department sets
forth an even higher standard that requires the financial institution to justify each payment stream with
separate and distinct services. These requirements are over and above the basic requirement that the
adviser only make recommendations that are in the best interest of investors. These additional
requirements under the BICE impartial conduct standards should be eliminated, sufficiently
contextualized, or the extent of the obligations should be clearly defined. The Department states in the
preamble to the exemption that the BICE is designed to allow continued receipt of commissions, yet the
text of the rule does not create a clear, operational standard that accounts for the industry’s diverse
business models. BICE ambiguity as to permissible compensation structures results in the courts or the
Department, rather than the Retirement Investor or the market, deciding the manner in which a
retirement investor can pay for services. Allowing a court or a regulator to decide after the fact whether
differential compensation in the form of commissions satisfies this standard is plainly unworkable.
2 . The prohibition on differential compensation should be eliminated.
The Department describes the BICE exemption as a business model-neutral means by which a
fiduciary may receive differential compensation without triggering a prohibited transaction. By the
Department’s determination, the BICE “accommodates a wide range of current business practices while
minimizing the impact of Conflicts of Interest…” 19 However, in practice, the BICE is primarily suited for a
business model that does not actually exist among insurance-based financial services institutions – one
that does not pay advisers differential compensation for the sale of products. According to the BICE,
“[n]either the Financial Institution nor (to the best of its knowledge) any Affiliate or Related Entity uses
quotas, appraisals, performance or personnel actions, bonuses, contests, special awards, differential
compensation or other actions or incentives to the extent they would tend to encourage individual
Advisers to make recommendations that are not in the Best Interest of the Retirement Investor.
Notwithstanding the foregoing, the contractual warranty set forth in this Section II(d)(4) does not prevent
the Financial Institution or its Affiliates and Related Entities from providing Advisers with differential
compensation based on investments by Plans, participant or beneficiary accounts, or IRAs, to the extent
such compensation would not encourage advice that runs counter to the Best Interest of the Retirement
Investor (e.g., differential compensation based on such neutral factors as the difference in time and
analysis necessary to provide prudent advice with respect to different types of investments would be
permissible).” (emphasis added). 20 Given this highly subjective, ambiguous text, this condition creates
considerable uncertainty as to how the Department would interpret—after the fact—whether Financial
Institutions used differential compensation, or took other actions, that “tended” to encourage “individual
Advisers” to make recommendations that are not in the Best Interest of the Retirement Investor. This
can be interpreted to require that each firm prove that the differences in the compensation received by
the adviser and firm (e.g., commission rates, loads, third party payments, breakpoints, payout grids, etc.)
amongst and within different products (e.g., stocks, bonds, annuities, mutual funds, etc.) are justified
based on neutral factors (and are therefore in the client’s best interests) rather than set by the market.
19
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The Department states in the Preamble that the BICE is designed to allow continued receipt
of commissions, yet the text of the rule does not create a clear, operational standard that accounts
for the industry’s broker-dealer models. In fact, the financial services industry is vast, the products
are varied, and the distribution channels and compensation structures are far more complex than
anticipated by the Department. This is evident, for example, in the “neutral” differential
compensation models identified as permissible, such as models that compensate advisers based on
“time and analysis” necessary to provide advice with respect to different types of investments, use a
fee-offset model, or rely strictly on an “assets invested” calculation. These models are not currently
employed by most insurers, and even if they were more clearly defined, could not be instituted
without significant changes to the very core of their compensation models. The result is that middle
class Americans could lose access to commission-based products, including annuities and mutual
funds, the very products they should be invested in to fund their retirement. Currently, 98% of
investor accounts with $25,000 or less in their IRAs are in brokerage relationships. 21 This makes
commission based accounts the most effective way for middle class investors to save for retirement
and secure guaranteed lifetime income so that they do not outlive their retirement assets.
In the preamble to the proposed BICE, there are a number of examples of how a firm may
mitigate conflicts. We ask that, when issuing a final BICE, the following example be included to
illustrate how a firm may reasonably mitigate conflicts when customary compensation differs based
on products and services. As proposed, the BICE would not provide this firm any certainty as to
whether compensation paid is permitted or prohibited.
Example: Balancing of asset-based and commission compensation. The Financial Institution
permits the Adviser to receive either a commission or asset-based compensation, but not both,
for any single affiliated or unaffiliated investment product, provided however that only a
commission may be paid with respect to an investment product with no account value, such as
an immediate annuity or a qualifying longevity annuity contract (QLAC), unless an actuarial
present value will be provided periodically by the contract issuer. The Financial Institution does
not offer any investment product or alternative that pays a commission which materially exceeds
the average commission rates for similar products (as determined through periodic market
surveys or analysis), or for which the aggregate of product fees and account advisory fees would
exceed the cost to the client of a comparable commissioned product available to the Financial
Institution and the Adviser. The Financial Institution also encourages, but does not require, the
use of financial plans applying generally recognized principles of retirement income planning, to
determine an appropriate allocation to annuity contract income guarantees.
Under the Proposal, however, clients will likely be required to enter into a managed account (an
account favored by the BICE) and such clients may find that managed accounts are the only accounts
available in order to receive any guidance:
x

Advisory-fee based accounts typically require minimum investment of amounts between $50,000
to $250,000 (depending upon the services and whether it is a retirement account). Thus,
commission-based accounts are often the only way in which investors with less to invest can
obtain any form of guidance.

x

Managed programs, which charge ongoing fees based upon assets under management, can be
more expensive and are generally not a good choice for buy and hold investors, such as those
investors who seek lifetime income guarantees.

Oliver Wyman report: Assessment of the impact of the Department of Labor’s proposed “fiduciary” definition rule on IRA
consumers, April 12, 2011, available at https://www.dol.gov/ebsa/pdf/WymanStudy041211.pdf.
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x

Annuities are generally sold on a commission basis and not in a managed account, decreasing a
retiree’s opportunity for guaranteed retirement income.

x

FINRA and the SEC do not consider managed accounts suitable for investors who do not trade
very often. The SEC encourages such investors to maintain brokerage accounts rather than
paying an ongoing fee in an advisory account.

The cost of losing access to retirement security products and services is not something American
savers and retirees can afford. An Oliver Wyman study estimated that direct costs to savers who use
brokers and are forced into managed accounts in order to continue to receive access to retirement
products and services would increase from anywhere from 75 percent to 195 percent. In response to
various stakeholders raising this concern, the Department has consistently assured Congress,
consumers and financial professionals that their Proposal would not ban commission based products
and services. The Department has essentially banned commission-based products and accounts by
adding conditions that simply do not work for brokerage accounts and annuities.

The current language regarding compensation models that “tend to” encourage conflicts should
be eliminated. The standard is far too broad. Rather than forming the basis of an objectively
determinable standard, this particular language assures subjectivity and confusion among plaintiffs,
defendants and the courts themselves. We would suggest that the warranty section related to policies
and procedures should be eliminated entirely. Firms will have sufficient incentive to adopt policies and
procedures given the impartial conduct standard requirements of the contract. Adding additional
requirements that create confusion and ambiguity related to commission-based sales is not helpful or
necessary. The Impartial Conduct Standards and the other affirmations made under the Section II(d)
Warranties provide extensive and sufficient consumer protections. These warranties include the
disclosure of Material Conflicts of Interest. Thus, Section II(d)(4) is not only redundant, but unnecessarily
creates uncertainty as to the utility of the BICE. This further supports the need to re-propose the
exemption in a workable form.
ACLI recommends Section II(d)(4) be eliminated.
3 . The Proposal should utilize one definition of reasonable “and customary” compensation.
The Department uses three different formulations of the concept of “reasonable compensation”
within the BICE creating unnecessary and harmful confusion. With respect to the “reasonable
compensation” requirement under the BICE’s impartial conduct standard as well as the supposedly
heightened standard found in Section IV of the BICE, we are concerned that the wording used by the
Department seems to require fiduciaries to justify each third-party payment they receive in relation to
specific services provided to a particular IRA owner or 401(k) participant. Consistent with revenue
sharing practices used for many years in the 401(k) industry, it is common for providers, like brokerdealers, who offer IRAs to use third-party payments like revenue sharing and sub-transfer-agent fees to
help pay for the platform and keep down direct costs to the clients. Due to economies of scale, these
negotiations with the product providers are done at a book of business level, rather than at an individual
investor level, and are based on the relevant negotiating powers of the parties. Third-party payments,
like revenue sharing, are not typically paid to advisers so generally do not create a conflict under the
differential compensation warranty mentioned above. Furthermore, it would be untenable to match up
any particular payment to any particular investor. In fact, some investors may pay slightly more due to
the funds they select while others may pay slightly less even though the services are basically the same.
Higher net-worth clients with larger account balances subsidize those with more modest lower account
balances. This subsidization permits investors with smaller balances to save for retirement at lower costs
and is inherent in many investment products in the market place, including mutual funds, which by their
very nature and purpose mutualize the costs of investing. We would appreciate the Department clarifying
that such variances are reasonable by deleting the “in relation to the total services they provide to the
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Retirement Investor” language in Section II(c)(2) and by deleting the supposedly heightened “reasonable
compensation” provision in Section IV (we explain why the entire Section IV is misguided and should be
deleted in its entirety later in this letter).
Our members know of no repository, public or private, of information regarding market rates for
various types of firms, advisers, investments, or services. Without a measurable standard, not only is
the reasonable compensation standard meaningless, it is impossible to meet this standard with any
degree of accuracy. Furthermore, the Department offers no proposed definition of reasonable
compensation that would specifically offer us the opportunity to offer meaningful comment. Although the
Department makes reference to reasonable compensation “under the circumstances” in the preamble,
no such context is made part of the proposed exemption. Any such references presumably are to the
standard generally applicable to fiduciaries when they are engaging a third party to provide a product or
service to the plan. Such a fiduciary is generally expected to have a reasonable process for determining
the reasonability of the compensation, whether based on multiple bids or otherwise. Under the
Department’s Proposal, it is that same fiduciary – or plan participant or IRA owner – who will instead be
challenging the reasonability of the compensation, and absent further clarification from the Department
the fiduciary adviser will have no clear standard to assert in its defense, whatever the level of the
compensation may be. The Department should confirm that a reasonable process for the investment
advice fiduciary would be sufficient to establish that the fiduciary’s compensation is reasonable and
customary.
The concept of reasonable compensation is already inherent in ERISA, and is therefore
redundant as part of the exemption as to retirement plans. ERISA section 408(b)(2) provides an
exception for “reasonable arrangements” for necessary services for which no more than “reasonable
compensation” is paid. While this standard does not apply to IRA plans, the Department would eliminate
significant administrative duplicity by simply requiring a warranty with regard to reasonable and
customary compensation – and an identifiable standard therefore – as part of the BICE as it applies to
IRAs.
With these points in mind, ACLI members recommend amending Section II(c)(2) as follows:
“…., if the total amount of compensation anticipated to be received by the
Adviser, and Financial Institution and, Affiliates and Related Entities in
connection with the purchase, sale or holding of the Asset by the Plan,
participant or beneficiary account or IRA, will exceed that which is reasonable
and customary for the products and services provided reasonable compensation
in relation to the total services they provide to the Retirement Investor; and
comply with the following:”
4 . The Structure of the BICE Makes Compliance Uncertain and Therefore, Unworkable
The principles-based nature of the BICE creates considerable exposure for advisers seeking
the protection of the exemption, rendering it unusable from a compliance standpoint. In order to
meet the requirements of the BICE and avoid a prohibited transaction, fiduciaries would not only be
required to contractually obligate themselves to act in the client’s best interest but would also have
to comply with the best interest standard to avoid a prohibited transaction. This formulation makes
it impossible for financial institutions to have confidence that they have ever met the conditions of
the BICE and is unnecessary to protect retirement investors. By requiring a contractual obligation,
the Retirement Investor will have a legally enforceable cause of action against a financial institution
for breach of contract if the client is harmed by recommendations that were not in his or her best
interest. This legal cause of action is what the Department claimed was necessary to protect
Retirement Investors. However, the Department also makes compliance with the best interest
standard a condition of the exemption itself. Because such compliance is purely subjective, financial
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institutions will never be certain whether the conditions have been met and that no excise taxes are
owed. Furthermore, the penalty for breach of contract will be to compensate the Retirement Investor
for any harm suffered. The penalty for a prohibited transaction is an excise tax that is due regardless
of whether any harm occurred.
In addition, financial institutions are also required to warrant, or guarantee, certain
conditions that are likely to be determined only in retrospect, such as:
x

That they are in continuous compliance with all state and federal securities laws,

x

That each “material” conflict has been identified and disclosed; and,

x

That they have personnel policies appropriately align with the Best Interest standard.

If a court determines that a fiduciary breached any of these warranties, or even if a court
determined that a fiduciary’s fees were “unreasonable”, the fiduciary could be subject to
undeterminable monetary damages based on a new state-law contract right of action. Allowing
courts to be determine ERISA fiduciary compliance in hindsight without any clear mitigation strategy
is simply not an acceptable business model for any responsible ERISA fiduciary, and many advisers
will strongly consider exiting the retirement market due to inability to properly assess the risks.
Even in the absence of litigation, it is not clear that an adviser would be able to determine
whether an excise tax is due. A fiduciary that takes reasonable measures to maintain reasonable
fees may find that as market conditions shift, those fees may be deemed ‘unreasonable’ under the
very same standard. As the law develops in this area, a fiduciary may find that her firms’
compensation practices may be deemed to inappropriately promote propriety products over nonproprietary products. It is unclear, under the BICE, whether this knowledge alone triggers an excise
tax under Code section 4975, and an attendant duty to self-report.
The language in the preamble to the BICE only adds to the ambiguity associated with
compliance. The preamble states that the “effect of noncompliance with any condition [of the
exemption] depends on whether the condition applies to a single transaction or multiple
transactions. The compensation associated with the prohibited transaction, or segment of the
prohibited transaction, would not receive the relief.” 22 This language is wholly unhelpful in assessing
compliance risk associated with the BICE.
As currently constructed, no fiduciary could ever be certain that the BICE applied to its advice,
exposing fiduciaries to a punitive excise tax scheme even for an inadvertent failure to comply. There
would be no need for the Retirement Investor to demonstrate that harm has occurred, or even to
demonstrate that he or she did not benefit from the recommendation.
The BICE exemption should be overhauled to include bright-line rules for compliance and safe
harbors that would allow a fiduciary, at the first instance, and a court, at the second, to determine when
compliance is compromised. The impartial conduct standards that are not objectively measurable, such
as whether a fiduciary has acted in the Best Interest of a customer, whether his or her compensation is
reasonable, and whether a potential conflict is ‘material’ enough to trigger a disclosure requirement,
should be made contractual representations, rather than conditions of the exemption.

22
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At minimum, section II(c) of the BICE should be amended as follows:
“Impartial Conduct Standards. The Adviser and the Financial Institution
affirmatively agree to, and comply with, the following:”
5 . The definition of Financial Institution and the imposition of fiduciary status through the
BICE, not the definition of fiduciary, are unacceptable.
Fiduciary status should be addressed by the definition promulgated under ERISA §3(21)(A)(ii)
and not imposed as a condition of exemptive relief. Financial Institutions that do not provide advice
directly to plans or IRA owners would not be fiduciaries under the proposed regulatory definition.
Under the BICE definition, in addition to an employer of an Adviser, a Financial Institution is to
include any entity that “otherwise retains such individual as an independent contractor, agent or
registered representative…” Thus, firms that have granted the Adviser permission to sell products
and who otherwise are not treated as fiduciaries under the ERISA or the proposed regulatory
definition nevertheless must agree to fiduciary status under the BICE in order to sell products and
allow the Adviser to obtain the relief provided by the exemption. This is the case despite the fact
that they do not function as ERISA fiduciaries, do not directly control the actions of the Adviser, and
have no ability to influence the Adviser’s recommendations. This is not acceptable.
Furthermore, the application of this particular provision of the BICE on Advisers that have
numerous relationships with a number of entities including multiple insurance companies is not
administratively feasible. An Adviser may serve as a licensed investment adviser for a registered
investment advisory firm, a registered representative of a broker dealer, and a licensed insurance
agent of an insurance agency. She may be an employee of one of these firms. She may have a
variety of products to offer a customer from a multitude of product manufacturers. Under the BICE,
the Adviser and every potential “Financial Institution” that may be a part of her discussion with the
investor must enter into a contract with an investor prior to a recommendation and, as noted, the
acknowledge status as a fiduciary.
ACLI recommends that the BICE definition of “Financial Institution” be limited to only those
entities that are fiduciaries under the definition of fiduciary. Entities that, under the definition of a
fiduciary, would not be treated as a fiduciary under the definition of fiduciary should be required to
accept such status under the BICE.
Section VIII(e) of BICE should be revised to read as follows:
“(e) "Financial Institution" means an entity that is an "affiliate" (as defined in ERISA
§2510.3-21(f)(7)) of the Adviser who, together with the Adviser, functions as a
fiduciary under ERISA §2510.3-21 for purposes of the covered transaction.”
B. Even if the compliance ambiguities were clarified, the technical requirements under the BICE
render the exemption unworkable in the absence of significant changes.
Even aside from the compliance risks associated with the BICE, our members believe that
they would not be able to preserve their current business models and rely on the BICE for a number
of very fundamental reasons. Each of these reasons is itemized and reviewed in detail below.
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1. The Best Interest contract standard as drafted is unduly restrictive and impractical.
Section VIII(d) of the BICE states investment advice is in the ‘‘Best Interest’’ of the
Retirement Investor when the Adviser and Financial Institution providing the advice act with the care,
skill, prudence, and diligence under the circumstances then prevailing… without regard to the
financial or other interests of the Adviser, Financial Institution or any Affiliate, Related Entity, or other
party. 23
This provision could easily be interpreted to imply that if an adviser has any financial interest
in a retirement plan or IRA the transaction at all, he or she has violated the Best Interest standard.
This includes having an interest in receiving any commission in any amount. This standard is more
restrictive than even the standard for fiduciaries under ERISA, which the Department has recognized
allows for certain incidental benefits due to the fiduciary’s relationship to the plan. 24 While it is
unlikely that the Department expects that advisers as fiduciaries could interact with any customer
entirely without regard to whether or not they will be compensated, the definition should be
amended to make this fact clear.
The definition of Best Interest in Section VIII(d) should therefore be amended as follows:
“…and needs of the Retirement Investor, without regard toplacing the
interests of the Retirement Investor before the financial or other interest of
the Adviser, Financial Institution or any Affiliate, Related Entity, or other
party);” 25
Corresponding revisions should be made to the following sections:
Section II(c)(1):
“…and needs of the Retirement Investor, without regard toplacing the
interests of the Retirement Investor before the financial interests of the
Adviser, Financial Institution or any Affiliate;”
Section IV(b)(4):
“…and needs of the Retirement Investor, without regard toplacing the
interests of the Retirement Investor before the financial or other interests of
the Adviser, Financial Institution or any Affiliate, Related Entity, or other
party) or otherwise adhering to the Impartial Conduct Standards;”
2. The BICE pre-recommendation contract requirement is incompatible with customary
business practices in the financial services industry, and is simply impracticable.
As written, the BICE requires that a customer execute a contract prior to any discussion
occurring. This requirement is inconsistent with the manner in which advisers currently conduct business
– imagine walking into a store and being asked to sign a contract before you can view any of the store’s
merchandise -- and creates significant operational challenges for most financial professionals’ business
models.

80 FR 21987
See ERISA Advisory Op. 2001-01A (January 18, 2001).
25 We bring to the Department’s attention that the language of the preamble, which states that the Best Interest standard
requires advisers to “put the interests of the Retirement Investor ahead of the financial interests of the Adviser”, which
approaches the standard recommended by ACLI here.
23
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It is impractical for an investor to execute a legally binding contract before she can determine
whether to do business with a financial professional. It is also impractical under standard corporate
governance to have every employee of the firm and its affiliates enter into legally binding contracts on
behalf of the firm. It is common that only those individuals at a relatively high level within the firm may
execute contracts on behalf of the firm. Furthermore, the BICE would require a contract between the
investor and each employee at the firm who may be treated as a fiduciary under the broad terms of this
Proposal. As a practical matter, we expect the public would not find this to be a positive customer service
experience. We request that a contract issued by the fiduciary or the fiduciary’s employer concurrent
with a transaction executed through negative consent be sufficient.
Additionally, financial professionals generally begin their discussions with a new customer with a
general consultation. This consultation may include a sales pitch in some form. It may also involve an
offering of basic, high-level suggestions regarding investment strategies as a way to demonstrate their
competency and communication style. The customer has an opportunity to ask questions about the
adviser and to assess whether the services that the adviser offers meet his or her individual financial
needs. The adviser may offer a pre-analysis with suggested approaches based on preliminary financial
data from the potential customer. The adviser will also surmise whether the customer meets the
adviser’s customer criteria. Only after the parties agree that the relationship would be mutually
beneficial would the adviser then take the first “live order” and enter into an engagement agreement.
Requiring advisers to enter into an agreement during the first meeting in which a potential
“recommendation” is made is far too early in the relationship, and would require contracts to be
executed prior to an adviser having a conversation about what products and services the adviser has to
offer. ACLI members propose that the exemption require any contract to be executed within a
“reasonable period of time” before or after the commencement of any trading or transaction activity. In
order to protect prior recommendations, the contract could contain a provision that retroactively applies
the Best Interest standard to any recommendations made prior to execution. The contract would provide
that fiduciary status would affix concurrently with the receipt of compensation to the adviser.
In addition to creating operational difficulties for new customers, the need for a prerecommendation contract will frustrate the use of the BICE by financial institutions that employ staff
to engage with benefit eligible participants seeking lump sum distributions. These interventions
result in assets remaining in plans or in the savings system via rollovers, and reduce retirement plan
leakage. A retro-active contract executed once the transaction commences would therefore preserve
plan assets as well.
3. BICE contracts should be subject to negative consent and should not require the Adviser
to be a party.
The exemption should allow for negative consent to the BICE contract as the Department
requires the key terms of the contract to favor the investor. In addition, the requirement that the
adviser also be a party to the contract is inconsistent with industry practice, is unnecessary and
would create operational headaches that would not benefit anyone. As long as the financial
institution is a party to the contract and takes responsibility for the actions of its advisers then there
would be no additional protection provided to the retirement investor by having the adviser be a
party to the contract. However, it would be extremely difficult to operationalize this requirement
where a retirement investor works with multiple advisers. Take for example a financial institution
that provides plan participants or IRA owners with recommendations through a call center. Would
each phone representative have to be a party to each contract or would calls have to be directed to
the adviser or advisers that were a party to the contract for that particular plan participant or IRA
owner? Either way, if there is any level of turnover then the contract would need to be amended to
add new advisers on a constant basis. Even with respect to advisers who work in a close one-on-one
basis with retirement investors it has become more common for these advisers to work in a team
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practice with advisers that specialize in different products and issues. Such a team practice
environment acknowledges the difficulty in being an expert at everything and should be encouraged
as it benefits retirement investors. However, it creates the same problem as the call center example
above as turnover on teams is to be expected particularly as younger advisers decide to start up
their own practices and are replaced with new advisers. For these reasons we respectfully request
that the Department change the requirement to require that only the financial institution be a party
to the contract.
4. The narrow scope of the exemption will eliminate an adviser’s ability to provide advice to
certain small plans and plan participants eligible for a distribution.
As it is currently written, the BICE is not available for fiduciaries that provide advice to small
participant-directed plans. Clearly, the employers that offer these plans should have the same access to
advice that is in their best interest as any other employer. There does not seem to be any policy reason
to exclude these employers from receiving the guidance they currently enjoy and expect to continue to be
available in the future. ACLI members request that these plans be included so as to not be inadvertently
disadvantaged.
In addition, under the Proposal, recommendations to distribute benefits and/or rollover benefits
are fiduciary recommendations regardless of whether the recommendation identifies specific
investments to purchase or sell. In Section I of this letter, we recommend a change to the definition of
fiduciary that treats a distribution recommendation as advice only when it is in conjunction with a
recommendation regarding the disposal or exchange of an investment. Should the Department refrain
from incorporating our suggested change, we ask that the BICE be extended to distribution and rollover
recommendations.
5. The BICE has implications under Investment Advisers Act for agents and brokers that
enter BICE agreements acknowledging fiduciary status.
Investment Advisers Act of 1940 (the “Advisers Act”) establishes a clear line between selling
agents who are primarily in the business of selling securities for a commission and investment advisers
who offer advice regarding investments and receive a fee for their expertise in that regard. Under the
Advisers Act, anyone who is in the business of providing investment advice for compensation must
register as an investment adviser. 26 However, in order avoid an overly broad application of the law, the
Advisers Act specifically excludes certain individuals, companies, and services from coverage and
registration. These include lawyers, accountants, engineers, and teachers who provide investment
advice that is solely incidental to the practice of their profession; publishers of a bona fide newspaper,
magazine, or financial publications that may include investment advice; and any broker or dealer whose
performance of advice services is solely incidental to the conduct of his business, and who receives no
special compensation therefore. 27
Insurance-based broker-dealers have carefully complied with this requirement, taking great pains
to provide no more than incidental advice in order to avoid the need to submit to the SEC’s regulatory
scheme under the Advisers Act. The BICE will call these efforts into question, at best, and may
involuntarily make broker-dealers subject to the Advisers Act, at worst. BICE will require broker-dealers
to admit fiduciary status at the outset of any sales transaction, irrespective of whether any investment
advice provided by the broker is incidental to the sale of a product. This admission of fiduciary status
will likely cause the broker-dealer to fall outside of the current Advisers Act exception for non-fiduciary,

26

Section 202(a)(11), Investment Advisers Act.
Certain Broker-Dealers Deemed Not To Be Investment Advisers, Investment Advisers Act Release No. 2376 (Apr. 12, 2005)
(“Release 2376”), available at http://www.sec.gov/rules/final/34-51523.pdf.
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“incidental” advice, and may obligate the broker monitor that advice on an ongoing basis. This will be
the case despite the fact that most investors do not expect, or may not want to pay additional fees for
such monitoring by a broker-dealer who is primarily a sales agent.
Ultimately, the true impact of the required fiduciary declaration under the BICE for Advisers Act
purposes will rest with the SEC. Given this potential conflict between the BICE and the Advisers Act, ACLI
encourages the Department to coordinate with the SEC as part of the BICE comment and review process
in order to manage this conflict. If the fiduciary declaration requirement is made part of the final BICE,
ACLI further requests that the Department work with the SEC to issue guidance contemporaneous with
the final BICE that offers comfort that broker-dealers will not be subject to statutory investment adviser
status by seeking the protection of the exemption.
6. The exemption’s requirements for advisers that offer a limited range of investment
options or proprietary products render it unfeasible.
ACLI members recommend that the Department eliminate the requirements in Section IV,
instead, require the fiduciary to disclose to the investor if the fiduciary offers only certain types of
investments or proprietary products and whether the fiduciary is subject to any other limits on its advice
recommendations.
The exemption currently requires a financial institution to offer a range of investment options
that is broad enough to enable the adviser to make recommendations from all of the asset classes
reasonably necessary to serve the investor’s Best Interest. This requirement is simply unfeasible in
a number of respects. We have several concerns with this requirement.
First, this suggests that the BICE is not available to financial institutions that specialize in
one type of product or investment. For instance, a broker who specializes in international bonds
would apparently not be able to use the BICE even if they were willing to be held to a best interest
standard when selling those bonds to an IRA or retirement plan. Second, the Department has not
identified any objective standard for determining what this test would require. Our members feel
strongly that they do offer a broad range of investment options such that advisers can make
recommendations in the best interest of clients. However, subsection (b) provides additional rules
where an investment provider has limited the Assets available for purchase, sale or holding based on
whether the Assets are Proprietary Products, generate Third Party Payments, or for other reasons. It
is not clear how subsections (a) and (b) are meant to work together. We would note as a threshold
matter that we know of no Financial Institution that makes every Asset available for purchase. On
the other hand, virtually every Financial Institution makes a range of investment options that is broad
enough to permit advisers to make recommendations in the best interest of clients. Thus, it is
entirely unclear whether anyone or everyone is required to meet the heightened requirements of
subsection (b).
To the extent that subsection (b) is determined to apply, our members assert that it is
inappropriate, at best, for the Department to require an investment provider to offer any specific product
or range of products, or to require an adviser to disclose if the he or she does not offer every product
ever made available in the marketplace. Insurers, as product providers, and agents and brokers who
sell these products should have the freedom to choose what products are offered without an undefined
disclosure that the products offered are “limited,” especially if the product recommended meets
customer needs. For broker dealers, the discrimination regarding products offered is the result of careful
due diligence and vetting for FINRA Rule 2111 suitability standards, and is not a reflection of a lack of
prudence in recommendation of securities. Even if an institution is a fiduciary, the decision by a
financial institution to decide which products or investment funds to offer on its platform is a settlor
function. Based on a firm’s individual business models, risk profiles, and particular customer-bases,
each firm makes its own independent determination as to which products to offer.
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Second, the impartial conduct standard of Section II already requires the adviser to make
recommendations that are in the best interest of the client and the reasonable compensation provision
requires that the total compensation paid by the retirement investor is reasonable in light of the services
they have received. It is difficult to understand why the Department feels it necessary to layer on even
more requirements unless it is to make absolutely sure no firm that sells proprietary products or receives
third party payments can use the exemption. If that is the Department’s intent, then the Department
needs to do so in a transparent manner so that financial services firms can have a meaningful
opportunity to comment. Furthermore, the reasonable compensation requirement at Section IV(b)(2)
differs from all of the other instances in which reasonable compensation applies within the Proposal, the
BICE and other prohibited transaction exemptions including ERISA §408(b)(2). This particular
requirement is not business model neutral, but rather envisions the deconstruction of products and
services into a la carte offerings. How one will determine the fair market value of a 1-800 call center,
internet or mobile app account service? If such services are made available, but not used, have they
been “specifically provided?”
7. The required BICE disclosures should be harmonized with other disclosures.
The Department should consider the effects of its proposed BICE disclosures on plan
participants and IRA owners. The BICE disclosures are to be delivered in addition to all other
applicable disclosures required by ERISA and other federal and state law. At the very least, the
Department should seek to align the BICE requirements with ERISA’s existing disclosure regime.
ACLI members would propose substantial changes to the initial, annual, point-of-sale, and website
disclosures required under the exemption. The insurance and financial services industries have
consistently supported disclosure requirements to mitigate potential conflicts. We also believe that
markets should hold firms accountable to ensure that fees are reasonable. However, firms do not
currently have the capabilities necessary to comply with the disclosure rules. Much of the
information requested by the Department does not exist in the format requested or must be
obtained from third parties, such as fund manufacturers. For liability reasons, it would be
inappropriate for advisers and firms to deliver third-party data on projected costs, for instance,
without any way to verify that data. In addition, the disclosures may be cost-prohibitive for small
firms to develop a disclosure system that would comply with the exemptions’ requirements, limiting
annuity sales opportunities for those institutions.
We are particularly concerned about the annual disclosure because it requires the disclosure
of all compensation paid to the adviser and financial institution. The requirement is so broad that
the Department has not been willing to state that it would not require the disclosure of spread
revenue. Spread revenue is earned by financial institutions in a wide range of products including
bank deposits, corporate bonds, and fixed accounts within both fixed and variable annuity products.
No financial institution can determine the exact amount of spread revenue it has earned over any
particular period not should it have to. The Department has consistently, and appropriately,
considered spread revenue to be outside the term “compensation” because it is more accurately
considered to be akin to investment earnings. The financial institution takes on risk and if it
successfully manages that risk it earns spread revenue. However, in some cases the financial
institution may experience risk losses and lose revenue. The Department should clarify in BICE that
spread revenue is not compensation that the financial institution must disclose on an annual basis
or on its website.
Second, it will be extremely difficult if not impossible for firms to identify the total indirect
compensation paid by each retirement investor on its platform. In particular, it will be extremely
expensive for financial institutions to track the movements of each retirement investor’s account and
then match up the retirement investor’s holding each day with the internal expense ratio of each
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investment. Such detailed disclosure is not required under the Department’s 404(a)(5) disclosures
presumably because it would be too costly yet the Department somehow thinks it would be feasible
under the BICE.
Third, the website disclosure would require the development of a website that included
specific information related to every investment available on the financial institution’s platform. For
many brokers, this would require disclosure at the CUSIP level of thousands and thousands of
individual stocks, bonds, mutual funds, ETF’s, variable annuities, etc. Even worse, because the
website must include specific information related to how much an adviser is paid on each of these
individual CUSIPs, a financial institution would likely have to create a separate website disclosure for
each financial adviser! This could mean the creation of 10,000 websites for a financial institution
who compensates advisers differently depending on a number of factors. This is not some
hypothetical issue but rather the customary way that brokers pay their registered representatives
today.
Fourth, the reporting obligations of Section IX are truly unprecedented. We particularly object to
the concept of the Department gathering account level data related to our customers (including unique
identifiers necessary for the Department to track each client’s individual returns and tie those returns to
their adviser) and then reserving the right to publish that data aggregated at an adviser level. The idea
that the Department would identify individual advisers on its website along with the rate of return of the
advisers’ client is truly misguided. We note that the Department has not requested any specific
information related to the adviser’s clients that might be helpful in informing an opinion as to whether
the adviser is doing a good job for each client. For instance, the Department is not looking for the age or
risk tolerance of the adviser’s clients, whether the adviser made any recommendations to the client
and/or whether the client followed such recommendations, or whether other factors might have played a
role in the returns such as an investment strategy that was otherwise sound but did not work well in a
particular market environment. Instead, the Department appears satisfied to use such data to impugn
the reputation of any adviser whose clients experience a lower return than the clients of other advisers
even when that adviser provides services to more conservative investors. The Department should not
take any step that may discourage advice that includes a recommendation to invest in a fund with low
risk/return characteristics.
Even if the Department did not threaten to publish the data, the mere collecting of client
data is very troubling. Given recent headlines related to data held by the federal government that
was hacked by third parties, we suspect that many investors will be concerned that their data is
being handed over to the federal government.
Information disclosures should be meaningful and actionable for retirement investors. The
current disclosures under ERISA sections 408(b)(2) and 404(a)(5) should, in fact for point of sale
purposes, suffice for many accounts. Those disclosures require detailed information regarding
“reasonable compensation,” much of which overlaps with the information requested under the BICE.
Additionally, the annual disclosures required under Form 5500 Schedules A and C are not
coordinated with the newly required annual disclosures in the BICE. Complying with the disclosure
requirement by referencing existing ERISA disclosures will reduce the potential for investor
information overload, and will make it more likely that investors will recognize the importance of the
disclosure regime that the Department has worked very hard to develop for the retirement plan
market.
To the extent that existing ERISA disclosures are not sufficient (for instance, in the IRA
context), the Department should harmonize BICE disclosures with other disclosure regimes already
existing in the securities industry. For instance, advisers should be permitted to disclose information
requested by reference to documents such as the Form ADV disclosure, the prospectus, the NSCC
database, some variation of the “compensation grid” used by used by a firm or adviser, the
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SEC/FINRA “fund analyzer”, and certain private, independent 3rd party data sources on variable
annuities.
Regarding IRAs, the Department should consider harmonizing the BICE point-of-sale disclosure
requirements with current IRA disclosure requirements under Treasury Regulation. §1.408-6. We
understand that the Department may be reluctant harmonize BICE disclosures with the current
compensation and fee disclosure requirements issued pursuant ERISA section 408(b)(2), since these
requirements apply only to plans, not IRAs. However, because IRAs are already subject to a separate,
comprehensive cost and fee disclosure regime under Internal Revenue Service regulations, we
encourage the Department to harmonize the BICE point-of-sale disclosures for IRAs with these existing
rules.
Pursuant to Treasury Regulation §1.408-6, IRA providers must give IRA owners certain
disclosures upon the establishment of an IRA and periodically thereafter. The regulations require
providers to issue a disclosure statement and a copy of the governing instrument to the owner at
establishment of the IRA, and to update these later with any amendments. The disclosure statement
must set forth, in nontechnical language, concise explanations of the requirements of Code section 408,
the income tax consequences of establishing the account and certain statements regarding the
consequences of engaging in a prohibited transaction.
In addition, the disclosure statement must also contain a financial disclosure explaining the
potential value of the account at various points in the future. The disclosure must comply with different
rules depending on whether any assets are subject to guaranteed contracts. If no amount is guaranteed
under the account and no projection can be made, the financial disclosure must assume level annual
contributions of $1,000 and must describe, in nontechnical language, (1) each type of charge (and
amount) which may be made against a contribution, (2) the method for computing and allocating annual
earnings, and (3) each other charge which can be applied to the account in determining the net amount
of money available to the IRA owner.
These existing disclosure requirements for IRAs approximate, in streamlined form, the
information required under proposed BICE point-of-sale disclosure requirements. Allowing this
disclosure (or a substantially similar form of this disclosure) to stand as the point-of-sale disclosure for
IRAs under the BICE achieves the Department's goals of making the total cost of the IRA "clear and
salient" to the Retirement Investor, providing cost information that can be compared across different
Assets, an informing the Retirement Investor of the impact of costs for the IRA over time. In addition,
these disclosures would be combined with the disclosures required for the underlying investments, such
as mutual funds, to provide even greater cost transparency for IRA owners.
ACLI members have been encouraged by recent statements from the Secretary suggesting that
the Department will work to deliver finalized guidance that "accomplishes [the Proposal's] goals in the
simplest, least burdensome way for all concerned". We encourage the Department to take a small step
forward in this vein by harmonizing the BICE point-of-sale disclosure requirements with the existing IRA
disclosure requirements under Treasury Regulation §1.408-6.
8. Forego a “low cost” prohibited transaction exemption.
We agree with the Department’s repeated caution to plan fiduciaries that fees are a
consideration but certainly not the only consideration, and we believe that caution answers why a
low cost prohibited transaction exemption would be inappropriate. The only rational response to
such an exemption would be for a fiduciary to avoid offering certain services and products in order to
achieve the fee level required for the fiduciary to rely on the low cost prohibited transaction
exemption. Not only would that be a grave error on its own, it would substantially reduce the
likelihood that critical retirement lifetime income guarantees would be available to individual plan
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participants and IRA owners. Rather than push for a streamlined exemption for the types of
investments the Department may favor at this time, we would urge the Department to resist the urge
to pick winners and losers and rather let the market decide which products should be offered in the
marketplace. We believe the Department should work to make the BICE a streamlined and workable
exemption.
9. The BICE language, at various points, should be amended to target actual, rather
than perceived, conflicts.
It is common for a plan sponsor to designate a menu of plan investments from which
participants and beneficiaries may select. In so doing, a responsible plan fiduciary must determine
whether the compensation to be received by the financial institution providing such investments
receives reasonable compensation for its services. We suggest that when advice is provide to plan
participants and beneficiaries regarding the plan’s designated investments, there is no need for
fiduciary advisers to second guess the plan’s determination regarding the reasonableness of any
compensation to be received.
We recommend Section II(c)(2) be revised as follows:
“… regarding the Asset other than an Asset which is a designated
investment alternative under the Plan, ….”
State law bars insurers from making false statements. Clearly, statements on which an
investor relies for her investment decision must not mislead. However, the phrase “relevant to a
Retirement Investor” raises a subjective rather than objective analysis of whether or a particular
statement is “misleading.”
We recommend Section II(c)(3) be revised to provide greater certainty as to
the exemption relief offered by the BICE:
“(3) The Adviser’s and Financial Institution’s statements about the Asset,
fees, Material Conflicts of Interest, and any other matters relevant to
reasonably relied upon by a Retirement Investor’s when making an
investment decisions, will are not be misleading.
V.

The proposed transition rule should be revised and expanded.

We urge the Department to make application of a final regulation, including changes to
prohibited transaction exemptions (particularly PTE 84-24) prospective only to apply to fiduciary advice
with respect to retirement accounts opened or insurance contracts issued after the regulation’s
compliance date. Prospective application would allow for continued ongoing customer assistance for
existing accounts. This is particularly important for commission-based annuity contracts, as retirement
investors may have already paid for services. If the Proposal is applied retroactively, annuity owners
would incur additional expense to transition to fee-based arrangements. For IRA owners with variable
annuity contracts sold in reliance on PTE 84-24, the Proposal does not provide recourse for advisors and
investors who have relied on this exemption in good faith. Without a reasonable grandfather provision,
IRA owners may be compelled to surrender their annuity contracts to obtain advice.
While ACLI appreciates that the Department has included a form of transition relief in its
BICE proposal, such relief is extremely narrow, and it is questionable whether it provides any
meaningful relief beyond what would be provided by operation of law.
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First, transition relief should be provided for excluded assets. Investments that do not meet
the definition of “Assets” under the BICE may not be liquid and readily sold. As a result, financial
institutions will have no way to dispose of these assets prior to the effective date of the new
regulatory regime. Even when liquid, financial institutions generally do not have discretionary
authority to sell out an investor’s account. The only way for an institution to “get rid” of these
investments is to resign as the IRA custodian which may result in a taxable distribution and
potentially a 10% early withdrawal penalty. It seems unlikely that this is the intent of the Proposal,
yet there is no discussion of this issue in the preamble or regulatory impact analysis.
At a minimum, fiduciaries should be able to make sell and hold recommendations on any
investments that the Department excludes from relief under the BICE, to the extent that the excluded
assets were purchased before the regulation became effective. Furthermore, to the extent that the
excluded asset includes rights that are appurtenant to the investment, fiduciaries should be able to
provide recommendations related to the exercise of those rights as long as the fiduciary does not
earn additional compensation related to such recommendations.
Second, relief is needed for existing customers who reject the Best Interest Contract. When a
new contract requirement is imposed, it is inevitable that there will be some percentage of
customers that will not sign or agree to the new contract. Even if the Department permits negative
consent as we have requested, there may be agreements in place that do not permit amendments
via negative consent. Transition relief is necessary to permit the financial institution to amend
existing contracts or bring an orderly close to these accounts.
Third, if transition relief is not expanded, investors will be unable to obtain any information
about existing products from service providers unwilling or unable to service in an ERISA fiduciary
capacity.
VI.

Eight month delayed applicability date is unreasonable.

Assuming the substantial modifications necessary to make the exemption workable raised here,
compliance with the Proposal will be a major undertaking for financial institutions and advisers. The
Proposal will not be administrable within the proposed applicability date of 8 months from the
publication of a final exemption. ACLI recommends the Department provide at least three (3) years for
the public to digest the final rule and the final exemptions, including the final amended PTE 84-24 (the
Department plans to provide at least 140 days for a review of the Proposal), plan and implement
changes to comply with the rule including the development and implementation of proper disclosures,
the training of advisers to ensure compliance with each of the conditions, a review of all marketing
materials, and the building appropriate supervisory procedures. Of note, the Department provided two
years from the publication of interim final regulations under ERISA Section 408(b)(2) and the effective
date of final regulations.
VII.

The cost-benefit analysis in the Proposal is deficient.

Congress, courts, and the executive branch of government have issued unequivocal guidance
mandating thorough, objective cost-benefit analysis in rulemaking. Collectively, these standards ensure
that federal agencies “strike the right balance,” and develop “more affordable, less intrusive rules to
achieve the same ends--giving careful consideration to benefits and costs.” 28 Notwithstanding its
extensive “regulatory impact analysis,” the Department of Labor failed these standards by overstating
benefits, understating costs, and disregarding harm to small retirement plans. Our suggested revisions

Op-Ed, President Barak Obama, Toward a 21st Century Regulatory System, Wall Street Journal (Jan. 18, 2011). The
President’s Op-Ed coincided with his issuance of Executive Order 13,563, which set strict standards for cost-benefit analysis in
federal agency rulemaking.
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to the rule rectify these shortcomings, and more accurately balance benefits against costs. The costbenefit standards and deficiencies are explained below.
A. Executive, statutory and judicial precedent.
Executive branch mandates for cost-benefit analysis began in 1981 with Executive Order 12,291
that created a new procedure for the Office of Management and Budget (OMB) to review proposed
agency regulations, and ensured the president would have greater control over agencies and improve
the quality and consistency of agency rulemaking. Cost-benefit analysis formed the core of the review
process. The order unambiguously stated that “regulatory action shall not be undertaken unless the
potential benefits to society for the regulation outweigh the potential costs to society.” 29 Regulatory
agencies, therefore, must balance the benefits of proposed rules against their costs.
In 1993 Executive Order 12,866 superseded the 1981 order, but retained cost-benefit analysis
as a fundamental requirement in rulemaking. Executive Order 12,866 instructs that “in deciding whether
and how to regulate, agencies should assess all costs and benefits of available regulatory alternatives,
including the alternative of not regulating.” 30 In a manner parallel to the 1981 order, Executive Order
12,866 advises that agencies must perform their analysis and choose the regulatory approach that
maximizes net benefits. 31
President Obama reaffirmed the importance of cost-benefit analysis in 2011 through Executive
Order 13,563, and reinforced the core principles in Executive Order 12,866 by emphasizing that “each
agency must . . . propose or adopt a regulation only upon a reasoned determination that its benefits
justify its costs.” 32 Importantly, five administrations between 1981 to present have consistently made
cost-benefit analysis a threshold for federal agency rulemaking.
The OMB provided federal agencies with extensive guidance to perform cost-benefit analysis in
its Circular A-4.21 C 33, which identifies three fundamental elements to federal agency rulemaking: (i) a
statement of the need for the proposed regulation; (ii) discussion of alternative regulatory approaches;
and, (iii) an analysis of both qualitative and quantitative costs and benefits of the proposed action and
the leading alternatives. The analysis should attempt to express both benefits and costs in a common
measure—monetary units—to facilitate the assessment. When benefits or costs cannot be quantified in
monetary terms or in some other quantitative measure, the agency should describe them qualitatively. 34
The Administrative Procedure Act (APA) provides comprehensive standards governing federal
agency rulemaking, and includes guideposts for judicial review of agency rulemaking under an arbitrary
and capricious threshold. The Regulatory Flexibility Act (RFA) of 1980 (5 U.S.C. §§601-612) requires
federal agencies to assess the impact of their forthcoming regulations on “small entities,” which the RFA
46 Fed. Reg. 13193, 13193 (Feb. 17, 1981).
Exec. Order No. 12,866, 3 C.F.R. 638 (1993).
31 The 1981 and the 1993 executive orders emphasize different approaches to the same cost –benefit end. The 1981order
required that the benefits “outweigh” the costs, while the 1993 order required only that the benefits “justify” the costs. See
generally Peter M. Shane, Political Accountability in a System of Checks and Balances: The Case of Presidential Review of
Rulemaking, 48 ARK. L. REV. 161, 176-78 (1994) (comparison of 1981 and 1993 executive orders with additional detail and
observing that the 1993 “order focuses on a similar mandate, but describes it with greater nuance”).
32 Exec. Order 13,563, § 1(b), 76 Fed. Reg. 3821 (Jan. 18, 2011). The order further notes that “each agency is directed to use
the best available techniques to quantify anticipated present and future benefits and costs as accurately as possible.”
Additional analysis of this order can be found in Helen G. Boutrous, Regulatory Review in the Obama Administration: CostBenefit Analysis for Everyone, 62 ADMIN. L. REV. 243, 260 (2010).
33 Office of Mgmt. & Budget, Circular No. A-4, Regulatory Analysis (Sept. 17, 2003), last available at http://
www.whitehouse.gov/OMB/circulars/a004/a-4.pdf. OMB invited full public comment on his 48-page circular in draft form,
which contains detailed instructions about conducing cost-benefit analysis, and provides a standard template for running the
analysis.
34 To ensure that agencies properly perform cost-benefit analysis and select the most cost-effective regulatory options, OMB and
the White House Office of Information and Regulatory Affairs (OIRA) review agency cost-benefit analysis before proposed
regulations become effective.
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defines as including small businesses, small governmental jurisdictions, and certain small not-for-profit
organizations. Under the RFA, cabinet agencies must prepare a “regulatory flexibility analysis” when final
rules are issued. The RFA requires the analysis to describe, among other things, (1) reasons why the
regulatory action is being considered; (2) small entities to which the proposed rule will apply and, where
feasible, an estimate of their number; (3) projected compliance burdens of the proposed rule; and (4)
any significant alternatives to the rule that would accomplish the statutory objectives while minimizing
the impact on small entities.
In three significant cases involving SEC rulemaking beginning in 2005, the Court of Appeals for
the District of Columbia Circuit overturned major rules due to the SEC’s failure to conduct adequate costbenefit analysis which the court viewed as arbitrary and capricious actions contrary to the mandates of
the APA. 35 The holdings depart from the court’s traditionally more deferential approach to review of
agency rulemaking in other administrative law contexts and provide a template for measuring
appropriate cost-benefit analysis in federal agency rulemaking. These three rulings are significant
because they were rendered by the federal court that typically reviews agency actions and, thus, serves
as a touchstone for appropriate federal rulemaking in general. Additionally, the rulings provide an
avoidable roadmap to litigation for insufficient cost-benefit analysis in rulemaking. On June 29, 2015,
the U.S. Supreme Court underscored the primacy of a carefully balanced and quantified cost-benefit
analysis in federal agency rulemaking. 36 In sum, therefore, the guidance established by statutes,
executive Orders, and seminal recent court cases strongly warrant a more carefully balanced and
detailed cost-benefit analysis before the Proposal moves forward. 37
B. Measuring the regulatory impact analysis against executive, statutory and judicial
precedent.
The Proposal was accompanied by a 243 page “regulatory impact analysis” and seven
supporting documents. 38 While significant in length, this cost-benefit analysis is fundamentally flawed in
several significant respects, particularly as it pertains to variable annuities.
The Department justifies its Proposal with the claim that there is a “substantial failure in the
market for retirement advice”. 39 The Department’s analysis fails to prove this assertion and contains at
least three significant flaws which undermine its proposed solution. Specifically, the regulatory impact
analysis: (1) calculates the cost of conflicted advice and the benefits of the proposed rule through
selective and imbalanced use of academic studies of mutual funds that are misinterpreted and
misapplied to the entire market for retirement advice; (2) overlooks the negative impact of the proposed
See Chamber of Commerce v. SEC, 412 F.3d 133 (D.C. Cir. 2005), Am. Equity Inv. Life Ins. Co. v. SEC, 613 F.3d 166 (D.C. Cir.
2010), and Bus. Roundtable & U.S. Chamber of Commerce v. SEC, 647 F.3d 1144 (D.C. Cir. 2011). In the Business Roundtable
and US Chamber of Commerce case, the D.C. Circuit overturned proxy access Rule 14a-11 adopted by the SEC in August 2010.
The court determined that the SEC's failure to "apprise itself—and hence the public and the Congress—of the economic
consequences of a proposed regulation" made promulgation of the rule arbitrary and capricious and not in accordance with law.
The American Equity case involved the SEC’s adoption of Rule 151A under the Securities Act of 1933 which provided guidance
as to whether fixed index annuities were entitled to rely on the exclusion provided under Section 3(a)(8) of that act. The court
indicated that the SEC did not disclose a reasoned basis for its conclusion that Rule 151A would increase competition and the
SEC did not make any finding as to existing level of competition in the marketplace under state insurance law regimes or the
efficiency of existing state insurance law regimes. The Court remanded Rule 151A back to the SEC for “reconsideration,” solely
because it found that the SEC had not given proper consideration to the rule's effect on “efficiency, competition, and capital
formation” in the annuity industry.
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Michigan v. EPA, No. 14-46 (June 29, 2015) http://www.supremecourt.gov/opinions/14pdf/13-1314_3ea4.pdf. In this case,
the Court sent a rule under the Clean Air Act back to the EPA to objectively quantify and balance the benefits and costs under
the rule before it could become operative.
37 See generally Peter M. Shane, Political Accountability in a System of Checks and Balances: The Case of Presidential Review
of Rulemaking, 48 ARK. L. REV. 161, 176-78 (1994).
38
Department
of
Labor
documents
pertaining
to
the
proposed
rule
can
be
found
here:
http://www.dol.gov/ebsa/regs/conflictsofinterest.html.
39 U.S. Department of Labor, “Fiduciary Investment Advice: Regulatory Impact Analysis”, April 14, 2015, p. 7.
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rule on lower-wealth investors, the likelihood that the supply of financial advice will decline and price of
advice increase, and the increased costs inflicted on employer plan participants; and, (3) bases
estimates of direct costs of the Proposal on inadequate and incomplete data and insufficient
consideration of the time required to implement changes necessary to comply with the Proposal.
Additionally, though the proposed rule and cost-benefit analysis mention annuities a total of 172
times and acknowledge that “31 percent of IRAs include investments in annuities” (p. 54) and that
“insurance companies [will] be significantly affected by the proposal” (p. 56), the cost-benefit analysis
makes no attempt to examine the impact of the proposed rule on insurers, the annuity market, or on the
availability of lifetime income, nor does it attempt to assess the value of variable annuities or their role in
retirement security.
1. The statement of potential benefits is flawed.
The Department justifies the need for the proposed rule based on a selective review of six
refereed studies and three working papers (see pp. 95-96 of the CBA for the complete list of studies), 40
Though the primary justification of the proposed rule is the elimination of conflicts of interest, the
Department admits that “[n]one of these papers attempts to detect some major possible sources of
underperformance of IRA assets attributable to conflicts of interest” (p. 97). The studies do, however,
focus on either the returns of load vs. no-load mutual funds or the returns of broker-sold vs. direct-sold
mutual funds. Most of these studies found that during the period under consideration broker-sold frontload mutual funds (which comprise only about 13 percent of the IRA market) may not have performed as
well as other funds and that direct-sold mutual funds may have performed better than broker-sold
mutual funds. None provide support for the assertion that fiduciary-advised accounts perform better
than other types of accounts. The Department relies on these very narrowly focused studies as proof of
market failure and does not utilize other bodies of work which would be useful for their analysis, such as
the literature on the benefits of using a financial adviser. 41
Based on the cited studies, and on the assumption that IRA holders who purchase broker-sold
front-load mutual funds received conflicted investment advice which resulted in lower returns,, the
Department determined that investors holding such funds can expect their investments to underperform
by an average of 100 basis points annually. Using this figure and implicitly assuming that this level of
underperformance will continue and that investors will not adjust their portfolios, the Department
concludes that “underperformance associated with conflicts of interest -- associated with the mutual
fund segment alone -- could cost investors more than $210 billion over the next 10 years and nearly
$500 over the next 20 years (p. 13).” 42 The Department contends that if the Proposal is adopted and
conflicted advice eliminated, costs would be lowered, and IRA investors would benefit by “approximately
$40 billion over 10 years and almost $90 billion over 20 years (p. 101).”

A comprehensive review of the studies referred to in the DOL's CBA can be found in: Berkowitz, Jeremy; Comolli, Renzo;
Conroy, Patrick, “Review of the White House Report Titled ‘The Effects of Conflicted Investment Advice on Retirement Savings’”,
NERA Economic Consulting, March 15, 2015.
41 Montmarquette, Claude; Viennot-Briot, Nathalie, “The Value of Financial Advice”, Annals of Economics and Finance, vol 16.,
no. 1, pp 69-94, 2015. This study finds that over the course of several years, investors who use advisers obtained greater
returns than those who don’t. For an explanation of the role and value of life insurance agents in assuring retirement security,
see: Rosh, Robert M., “Death of a Salesman: The Rise and Unfortunate Potential Demise of the Full-Time Life Insurance
Salesman”, St. John’s Law Review, vol. 88, Winter 2014, No. 4, pp. 985-1021.
42 Throughout their analysis the Department provides a very wide range of cost estimates associated with conflicted advice and
with the benefits of the proposed rule. On the lower end, the Department estimates that the “expected gain would total
between $20 billion and $22 billion over 10 years (p. 108)”. On the higher end, the Department estimates that “under current
rules, advisor conflicts could cost IRA investors as much as $410 billion over 10 years, and $1 trillion over 20 years (p. 8)”, and
that “underperformance associated with conflicts of interest ... could cost IRA investors $210 to $430 billion over the next 10
years and approximately $500 billion to $1 trillion over the next 20 years (p. 211)”. In a related analysis, the Council of
Economic Advisors estimates that conflicted advice costs investors $17 billion annually.
40
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There are, however, at least three major weaknesses in relying on these studies and estimating
the benefit of the proposed rule based on their results. First, all of the studies use data from the 1990s
and early to mid 2000s. This is highly problematic because competition has significantly increased in
recent years, driving down fees. In effect, the market has changed such that any analysis based on old
data is in no way applicable in the current market and should not be used to formulate or substantiate
regulations. For example, contrary to the findings of the cited studies, by some estimates, front-load
fund shares sold between 2007 and 2013 outperformed Morningstar average returns for all funds with
similar objectives by 27 basis points per year. 43
Secondly, none of the cited studies examine a representative sample of investor portfolios
through time, but rather the performance of one type of mutual fund at one point in time. The relative
performance of only one type of fund in a given year offers a very limited view of the world. By relying
solely on the cited studies to formulate the cost estimates of conflicted advice and benefit estimates of
the proposed rule, the Department implicitly assumes that all investors, whether using a broker or not,
are “buy and hold” investors. This is not a realistic assumption. In a competitive market, if returns are
low investors will eventually shift their assets to more appropriate funds. Ideally, the performance of
representative samples of entire portfolios which would include various types of funds and annuities,
through time, should be considered. Such an approach would more properly control for critical
additional factors, including demographics, wealth, investor sophistication, and different levels of risk
tolerance, generating a more accurate analysis of the market. Although the working paper by Chalmers
and Reuter cited in the Department analysis consider portfolio-level data, their sample is not
representative of the US population -- and their data is unacceptably stale. 44 Chalmers and Reuter
examine defined contribution plan accounts of faculty and administrators employed by the Oregon
University System from 1996 to 2007. This is hardly representative of the general U.S. population today.
Finally, though results may be fairly consistent with regard to front-load mutual funds sold
through broker-dealers in the 1990s and part of the 2000s, the results concerning other types of
investments, such as revenue-sharing mutual funds, are much less conclusive. In fact, Christoffersen,
Evans, and Musto (2013), a study the Department analysis relies upon most heavily and which appears
to underpin all of the Department’s benefit estimates, do not contain strong evidence of a negative
relationship between broker-sold revenue-sharing mutual funds and performance, suggesting that the
Department may have selectively used more favorable results to estimate the benefit of the proposed
rule. For these reasons, the cited studies should not be used to justify the need for, or determine the
potential benefits of, the proposed rule and should not be relied on to formulate well-intentioned rules
which can, in fact, have a detrimental impact on plan participants, particularly retirees and pre-retirees,
as well as the financial services industry overall.
2. The Proposal inflicts an “advice gap” on individuals who can no longer obtain
financial advice.
In the Proposal, the Department acknowledges that a comprehensive analysis of the proposed
rule “would consider pure social welfare costs – that is, reductions in economic efficiency – which are
not the same as simple compliance costs (p. 99)”. Although the Department analysis evaluates indirect
effects and social welfare implications, including the impact on supply and demand for advisory services,
it does so inadequately and unrealistically.

Statement of Brian Reid, Chief Economist, Investment Company Institute, Hearing on “Restricting Access to Financial Advice:
Evaluating the Costs and Consequences for Working Families and Retirees”; Subcommittee on Health, Employment, Labor, and
Pensions’ Committee on Education and the workforce; United States House of Representatives, June 17, 2015.
44 Chalmers, John; Reuter, Jonathan, “What is the Impact of Financial Advisors on Retirement Portfolio choices and Outcomes?”,
working paper, May 6, 2014.
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The Department cost-benefit analysis asserts that:
“Advisers can provide the same quality of advice while receiving non-conflict-based payments as
they can when receiving a payment of equal amount based in conflict. The cost of advice
depends primarily on the resources necessary to provide it ... rather than the form of the
adviser’s compensation. Thus, an adviser receiving payment through non-conflicted structures
should be able to provide advice at the same cost as an adviser receiving conflicted payments,
as long as the inputs in time and infrastructure are equal (p. 217)”.
It is unclear why the Department assumes that inputs in time and infrastructure would be equal
or that the market for financial advice would not change. The price of financial advice is determined by
supply and demand. The time, resources and financial burdens of complying with the proposed rule will
be greater than under current regulations. This, along with the increased risk of litigation, will induce
some advisers to leave the business, lowering supply and increasing the price of advice. This will be
particularly true of life insurance agents, a very large percentage of whom are nearing retirement age.
Because consumers will face a higher price, many will be priced out of the market and may face the
prospect of retirement planning without a financial professional. The advisers who remain in business
are more likely to focus on wealthier customers. An increase in the cost of advice and fewer financial
professionals will most impact small account IRA rollovers, the segment of the market the Department is
most concerned with. In fact, most IRA rollovers are for small amounts. In 2013, 61.4% of IRA rollovers
were for amounts less than $50,000 and 75.1% were under $100,000. 45 Almost half (47.8%) were for
amounts less than $25,000.
Though the cost-benefit analysis claims the opposite, there is compelling evidence that following
the introduction of the Retail Distribution Review (RDR) in the U.K., which the Department extols in
support of the Proposal, a significant percentage of small investors were priced out of the market and
are now considered ‘stranded customers’. Due to the parallels between the Proposal and the RDR, the
same regrettable consequences may also occur in the US due to the Proposal if adopted.
In June 2006 the United Kingdom’s financial regulator, the Financial Services Authority (FSA),
created its Retail Distribution Review (RDR) program with the intention of enhancing consumer
confidence in the retail investment market and eliminating ‘conflict risk’. In June 2007, the principal
discussion paper on RDR was published, and on December 31, 2012, the RDR was implemented. The
RDR has three general components: (1) a clear division between independent and restricted advice; (2)
a ban on commissions; and, (3) greater minimum qualifications for investment advisers and a
requirement that knowledge be maintained. Critics were concerned that the RDR would inherently
change the incentives faced by investment advisers resulting in fewer advisers and a shift in focus
toward high net worth investors, resulting in an ‘advice gap’ and a large number of ‘stranded customers’.
Their assessment was correct.
Though the RDR was implemented at year-end 2012, the UK’s financial services industry was
adjusting to the coming changes in the years leading up to implementation. The number of investment
advisers was steadily declining pre-RDR. According to the Association of Professional Financial Advisers
(APFA), in 2010 there were 43,937 investment advisers in the U.K. and by 2013 there were 31,132,
almost a 30% decline. This decline can be primarily attributed to the new qualification standards and
the ban on commissions, and to many older advisers choosing to retire earlier than they had planned
rather than navagate the new system.
There is also evidence that there is indeed a growing ‘advice gap’. According to data collected by
the APFA, in the years leading up to the implementation of RDR, about two-thirds of financial product
sales took place with the help of an adviser. By 2012/2013 (the latest data available) this had declined
Copeland, Craig, Individual Retirement Account Balances, Contributions, and Rollovers, 2013; With Longitudinal Results
2010-2013: The EBRI IRA Database, Employee Benefit Research Institute, no. 414, May 2015.
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to half and has likely declined since. This is further supported by the results of an annual survey
conducted by Mintel, a well-respected marketing research firm. Mintel has administered an annual
survey of retail financial advice for U.K. investors since 2009. Their data shows that the number of
investors who received financial advice in the wake of the RDR regulation has declined dramatically (see
table below). In fact, about half as many investors get advice from the largest advice channel in the U.K.
than before the regulations took effect, and the second largest channel has been on a downward trend
since the RDR was implemented on December 31, 2012.
F inancial Advice Usage in the U.K. *
Year

Bank or
Independent
Building
Financial
Total
Society
Adviser or
Staff/Adviser Planner
2009
32.0%
22.0%
54.0%
2010
28.0%
24.0%
52.0%
2011
29.0%
14.0%
43.0%
2012
31.0%
12.2%
43.2%
2013
24.5%
17.3%
41.8%
2014
20.3%
14.7%
35.0%
2015
16.0%
12.2%
28.2%
*Source: Mintel. Survey response to “which of
the following, if any, have you used for financial
advice in the last 3 years?”.

A recent City University of London study noted that “the unintended consequences of the RDR
initiative, accompanied by rapid change in technology and social media, is likely to further extend the
‘advice gap’, leaving aside those who have too few assets to merit attention from professional advisers,
though they may well be in need of financial advice. This is an undesirable outcome (see Clare, Andrew;
Thomas, Stephen; Walgama, Omal; Makris, Christina, “The Impact of the RDR on the UK’s Market for
Financial Advice: Challenge and Opportunity”, Cass Consulting, Cass Business School, City University of
London, June 2013).
An August 28, 2014 story by Morningstar UK reported that “eleven million investors consider
financial advice too expensive and have fallen through the ‘advice gap’ following industry regulation”,
and that “some investors prefer not to have an upfront cost for financial advice – as this prices them out
of the advice market. Investors with a portfolio of £10,000 for example would understandably be
unwilling to hand over a tenth of their assets for an initial consultation cost – whereas the old advice
model which took out of the profits along the way would be easier to swallow”.
Even regulators have admitted that there is a growing advice gap. According to a September 10,
2013 Financial Times report, “FCA chief executive Martin Wheatley has admitted ‘concern’ over the postRDR advice gap”. According to Wheatly “it is a concern that people with portfolios below £50,000 to
£100,000 are not getting the same service they were getting…most advisers have worked out you can’t
provide a fully advised service without five or six hours work and that costs money. Therefore we are
seeing less of that model but we are seeing more web-based, entrepreneurial models delivering advice
in a different form.” In fact, automated ‘web-based’ advice is being aggressively pushed by the UK
regulator, though it is likely not a good substitute for face-to-face advice or for “five or six hours of work”
by an investment professional.
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Though seemingly upbeat in it’s assessment, in a recent post-RDR review, the UK’s Financial
Conduct Authority concluded that “by revealing the true cost of advice, the RDR has led some consumers
to consider the extent to which the advice they receive represents value for money, and in some cases
conclude it does not” (see: Financial Conduct Authority, “Post-Implementation Review of the Retail
Distribution Review – Phase 1”, December 2014). A related analysis by the firm Europe Economics finds
that “…advice can be seen as a credence good, with its fundamental quality difficult for the consumer to
assess ex ante – or even ex post. This means that there is a scope for advisers to compete on measures
which consumers believe are good proxies for quality, but which may not in fact be reliable indications of
underlying quality”, and that “[f]irms are increasingly segmenting their consumers and considering the
service they provide to different groups of consumers, with some focusing on services to those with
higher levels of investible assets” (see: Europe Economics, “Retail Distribution Review: Post
Implementation Review”, December 16, 2014).
Several years ago the European Union Directorate General on Internal Markets and Services
considered a ban on commissions in the insurance market. The EU asked the consulting firm PWC
Luxembourg to conduct a study, part of which considered the impact of different solutions to conflicts of
interest and remuneration. 46 The study concluded that a ban on commissions could have a negative
impact on consumers and would create an information gap. Due in part to that experience, a European
standard setting group has declined to uniformly impose a ban on commissioned sales, and chose
instead to leave the commission issue to each state.
The Department acknowledges that comment letters on its 2010 proposal made a case that the
initiative would result in diminished access to investment advice, particularly for low-balance savers, but
appears unconcerned with this possibility, suggesting that ‘robo-advisers’ will fill any gaps that result
from the proposed regulation. 47 However, robo-advisers are a new and untested method of providing
financial advice and are not necessarily more cost-effective than in-person advice. 48 At year-end 2014
robo-advisers managed only $19 billion in assets, compared to $24.7 trillion in total U.S. retirement
assets, about 0.077% of the market or 77 cents out of every $1,000. 49
There are no rigorous, refereed studies examining whether a robo-adviser is a good substitute for
a human being. Numerous scholarly studies have shown, however, that there are clear positive effects
from dealing with a human adviser, such as: encouragement to save more, less speculative trading, a
more diversified portfolio, and greater discipline when faced with a volatile market. In fact, during
financial downturns and market volatility, investors turn to human advisers for reassurance and are
typically dissuaded from emotional investing. Because it is so recent, robo-advising has only been in
existence during a bull market. It is unclear how this system would fare in a downturn. Depending on
how many people utilize such a resource, there could be systemic implications which would be
particularly devastating to retirees and pre-retirees, as well as the economy as a whole.
As noted above, the proposed rule will significantly increase the costs and risks associated with
selling and marketing to small employers (99 employees or less). Life insurers provide products and
services to 31.8 million employer plan participants, about 35% of the entire market. About 60% of plan
participants who work for a small employer (7.1 million employees) rely on life insurers for products and
services. 50 Virtually all small plan participants will be adversely impacted by the proposed rule.

PriceWaterhouseCoopers, Study on the Impact of the Revision of the Insurance Mediation Directive (ETD/2007/IM/B2/51):
Final Report, Prepared for the European Commission DG Internal Market and Services, May 23, 2011.
47 See Regulatory Impact Analysis at p.109.
48 Fox, Justin, “Investing: Inside the Robo-Adviser Wars”, Bloomberg View, July 9, 2015.
49 This assumes that the entire $19 billion were retirement assets. It is likely that considerably less than $19 billion is in roboadviser IRAs. See ICI and www.wsj.com/articles/putting-robo-advisers-to-the-test-1429887456 and
http://www.forbes.com/sites/samanthasharf/2015/01/28/can-robo-advisers-survive-a-bear-market/.
50 Based on a 2015 ACLI survey of life insurers. Survey respondents represent 81% of industry assets.
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3. Insufficient analysis of direct costs.
The Department estimated that the cost of complying with the proposed rule would range from
$2.4 billion to $5.7 billion over ten years, and assert that the higher end of the range is likely an
overestimate. Shockingly, these estimates are based on two comment letters from trade associations
(neither of which represent the life insurance industry), one of which is admittedly a rough estimate
based on a survey of only 18 members and which was discounted by the Department because “the data
appear to significantly overstate the cost of compliance”. 51 Relying on two comment letters and entirely
ignoring the implementation and compliance cost imposed on the life insurance industry to estimate the
cost of significant new regulation on a $24.7 trillion industry is wholly insufficient. Further, the likelihood
that a greater regulatory burden and new administrative and compliance costs would negatively affect
positive innovation is not sufficiently considered in the initiative.
Additionally, the cost-benefit analysis does not adequately consider the time needed to
implement the changes required to comply with the proposed rule. According to a recent industry
survey, on average, life insurers will require at least 24 months to fully implement changes necessary to
comply with the proposed rule, with 20% of companies requiring at least 36 months.
4. The cost-benefit analysis does not consider annuities.
One element of the Department’s regulatory impact analysis calculates the burden of fees and
charges on the performance of selected investments. However, the Department’s analysis does not offer
any direct evidence on the costs of conflict related to variable annuities, but rather applies academic
studies on mutual fund costs to variable annuity products held in IRA accounts. In effect, because the
Department presents no empirical analysis of any costs of conflicted advice for variable annuity
products, the many cost estimates provided are not relevant to this sector of the market.
The Department also does not consider the benefits of variable annuity products for IRA holders.
Variable annuities are not simply investments, but rather insurance products which can ensure wellbeing and financial security for life. According to a 2013 Gallup survey, 87 percent of annuity owners
intend to use their annuity as a financial cushion for living beyond their life expectancy. 52 Variable
annuities offer consumers a variety of insurance features, including the option of enhanced death
benefits, accrual guarantees, and lifetime withdrawal benefits. Customers actively and voluntarily
choose to elect various combinations of features tailored to their specific insurance needs and risk
profiles. Survey data shows that annuity owners are pleased with the products they purchase.
According to a recent LIMRA study, the vast majority of variable annuity owners are satisfied with their
annuity, and five out of six deferred annuity owners would recommend an annuity to their family and
friends. 53 Additionally, a recent study by Towers Watson found that among retirees of similar wealth and
health characteristics, those with annuitized incomes are happiest. 54 Much like buying a house or
choosing where to send your children to college, choosing the right annuity requires time, education, and
guidance in order to make the right decision. The current Proposal may effectively eliminate or curtail
these services.
As is the case in any competitive market, the costs of the variable annuity products vary in
relation to the number of features selected. Some consumers choose to pay more in order to have
greater risk protection and insurance benefits. According to a recent, ongoing study which relies on a
unique sample of contract-level variable annuity qualified account data from 13 life insurance
See DOL cost-benefit analysis p. 157 for details.
From: the Gallup Organization and Matthew Greenwald and Associates,, 2013 Survey of Owners of Individual Annuity
Contracts (conducted for the Committee of Annuity Insurers).
53 LIMRA International, “LIMRA Secure Retirement Study: Knowledge of Annuities Boosts Ownership”, October 20, 2014.
54 Nyce, Steve; Quade, Billie Jean, “Annuities and Retirement Happiness”, Towers Watson Insider, September 2012.
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companies representing over 25% of the variable annuity industry, and which includes a representative
sample of over 237,000 individual contracts, 40% variable annuity customers have chosen a living
benefit, about one-third elected some form of enhanced death benefit, and 7% explicitly included an
accumulation guarantee benefit which may guarantee growth rates or lock-in returns during the
accumulation phase, before the owner chooses to annuitize.” 55
Concerning surrender charges associated with insurance products like annuities, it appears that
the Department presumes that: (1) all annuities have surrender charges; (2) all surrenders are for the
full amount of the annuity; (3) annuity contracts never waive surrender charges in cases of hardship
(such as serious illness or entering a nursing home); and, (4) surrender charges are applied 100% of the
time. None of these presumptions are correct. In fact, if an annuity has a surrender charge it is
contingent and incurs only if a contract is discontinued before the conclusion of the surrender period,
which typically is about seven years.
In order to offer guarantees, protection, and insurance features, insurer’s are required to set
aside reserves and hold capital. Given the nature of how insurers are required to invest and the nature
of guarantees they offer, it is reasonable to discourage withdrawals for a period of time. Thus, if an
annuity has a surrender charge, and if the contract owner does not surrender the contract prematurely,
surrender charges will not be incurred. In fact, very few contract holders pay surrender charges. Based
on contract-level data collected from life insurers, a recent ongoing study has found that 17.8% of
annuity contracts do not have surrender fees and that a large majority of companies offer at least some
contracts with no surrender fees. Of those contracts which do have surrender fees, when a surrender or
withdrawal occurs over 75% of annuity owners do not pay any surrender fees (i.e. the median surrender
fee paid is 0%). 56 Surrenders can be full, where the entire account is withdrawn, or partial, where only
some portion of the account is withdrawn. Considering only partial surrenders, 81.7% paid no surrender
fee. The average fee paid for all surrenders was 0.84% and for partial surrenders only 0.39%, 616 bps
and 661 bps below the 7.00% the Department suggests is the norm. It is also important to note that, in
the database referred to above, 100% of the firms that offer policies with surrender charges in the
sample considered allowing contract holders to withdraw some percentage of their account balance
each year with no fee. Additionally, in the sample, most firms that offer policies with surrender charges
allow contract holders a contingency event waiver in the event of healthcare emergencies such as being
checked into a nursing home.
Additionally, allegations of ‘churning’ also appear to be unfounded. According to the study
referred to above, less than 2% of contracts issued in 2012, 2013, 2014, or 2015 have been fully
surrendered. These findings demonstrate that the Department’s assumptions regarding surrender
charges are grossly overstated and inflate the Department’s conclusions.
C. The Proposal unacceptably excludes the protections of the current regulatory framework
from its quantification of need.
In its justification for the Proposal, Department asserts that current regulatory protections are
inadequate to address Department’s concerns about advice to retirement plan participants. We disagree
with the wholesale disregard of detailed systems of significant protection from the analysis of regulatory
need. The scope of the Proposal can be responsibly tempered with an objective integration of these
fundamental protections and prophylactics in the redesign of the Department Proposal. It is contrary to
the guiding statutory, executive, and judicial standards to impose new and redundant elements
governing advice to plan participants that are already served quite well under complementary patterns of
significant regulation.

55
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NERA study, forthcoming.
NERA study, forthcoming.
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A detailed regulatory framework governs conduct in the sale of insurance products. A brief
synopsis about these requirements provides helpful background to the issues under study. Life
insurance companies and their associated persons currently fulfill a broad array of regulation
administered by state insurance departments, the Securities and Exchange Commission (SEC), the
Department, the Financial Industry Regulatory Authority (FINRA), and various state securities
departments.
We offer input about this comprehensive regulatory framework to provide background for
evaluating the benefits, needs and the costs of the Department Proposal. Business conduct standards
regulate important aspects of the customer relationship, including suitability standards, disclosure,
advertising, supervision, maintenance of customer account assets, data collection, training,
compensation, and supervision of associated persons. In general, the federal securities laws and FINRA
rules govern individual variable insurance contracts, and state insurance laws and regulations apply to
fixed insurance products. In some cases, insurance products invoke both federal and state laws.
Collectively, this body of regulatory provisions and oversight provide important consumer protection and
strong enforcement tools.
We have attached an Appendix to highlight the extensive network of laws and regulations
governing insurance product sales activities. Laws and regulations most relevant include:
x

The NAIC Suitability in Annuity Transactions Model Regulation;

x

FINRA Rule 2330 governing suitability and supervision in the sale of variable annuities;

x

FINRA Rule 2320 governing non-cash compensation for variable products and mutual funds;

x

The NAIC Annuity Disclosure Model Regulation;

x

The NAIC Model Replacements Regulation, and state insurance regulations such as New
York Regulation 60 which governs replacements;

x

The NAIC Unfair Trade Practices Act and the prohibition on “unfair financial planning
practices;” and,

x

State insurance consulting laws governing the simultaneous receipt of product commissions
and fees for insurance consulting services.

Life Insurers provide significant written disclosures at the point of sale to satisfy multiple
regulators’ requirements and to help customers understand the nature of their various products and
relationships. These disclosures include many product related materials (insurance sales illustrations,
policy contracts, required “buyers guides,” prospectuses), marketing materials describing the firm’s
offerings, documents that provide the terms for a brokerage or advisory relationship (brokerage account
agreements, advisory account agreements, Form ADV, investment policy statements), and other required
disclosures. There also is a considerable amount of post-sale disclosure depending on the nature of
products and services provided, such as in-force insurance ledgers, transaction confirmations, periodic
performance reporting for investment accounts, and updated Form ADV brochures. Several state and
federal laws are designed to ensure appropriate sales practices and suitable recommendations
consistent with customers’ financial objectives and best interests.
Insurance products are the only products in today’s financial marketplace with free-look
provisions extending for 10, or more, days. These features give consumers a meaningful opportunity to
carefully evaluate purchases after the sale and to change their mind for any reason, including cost
factors, to receive a refund.
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D. The status of non-cash compensation regulation.
Discussion surrounding the Department Proposal has referenced inappropriate influences of
non-cash compensation. Many of the observations reflect isolated circumstances and appear ignorant of
significant constraints on non-cash compensation practices. A brief explanation about the standards
governing non-cash compensation may illuminate objective analysis leading to more balanced revisions
to the Proposal.
Life insurers comply with regulations that regulate permitted non-cash compensation practices.
FINRA Rule 2320 applies to broker-dealers selling variable insurance contracts and mutual funds,
respectively, and limit non-cash compensation to: (1) gifts of up to $100 per associated person annually;
(2) an occasional meal, ticket to a sporting event or theater, or comparable entertainment; (3) payment
or reimbursement for training and education meetings held by broker-dealers or issuers/sponsors for the
purpose of educating associated persons of broker-dealers, so long as certain conditions are met; (4) inhouse sales incentive programs of broker-dealers for their own associated persons; and, (5)
contributions by any company or other FINRA member to a broker-dealer’s permissible in-house sales
incentive program, subject to the following explicit conditions:
x

Non-cash compensation arrangements between a broker-dealer and its associated persons or a
company and its sales personnel who are associated persons of an affiliated member, are
conditioned on (1) the member's or non-member's non-cash compensation arrangement, if it
includes variable contract securities, is based on the total production of associated persons with
respect to all variable contract securities distributed by the member; (2) the non-cash
compensation arrangement requires that the credit received for each variable contract security
is equally weighted; (3) no unaffiliated non-member company or other unaffiliated member
directly or indirectly participates in the member's or non-member's organization of a permissible
non-cash compensation arrangement; and (4) the record keeping requirement in the rule is
satisfied.

x

With regard to training and education meetings, the rule imposes strict additional conditions that
require associated persons to obtain their broker-dealers’ prior approval to attend the meeting
and that (1) attendance by a member’s associated persons is not conditioned by the brokerdealer on the achievement of a sales target or any other incentives pursuant to a non-cash
compensation arrangement permitted by the rule; (2) the location is appropriate to the purpose
of the meeting, which shall mean an office of the offeror or the broker-dealer, or a facility located
in the vicinity of such office, or a regional location with respect to regional meetings; (3) the
payment or reimbursement is not applied to the expenses of guests of the associated person;
and, (4) the payment or reimbursement by the offeror is not conditioned by the offeror on the
achievement of a sales target or any other non-cash compensation arrangement allowed under
the rule. These limitations successfully assure that training and education meetings are
appropriate.

Rule 2320 requires broker-dealers to maintain records of all non-cash compensation received by
the broker-dealer or its associated persons in permitted non-cash compensation arrangements. The
records must include: the names of the offerors, companies or other broker-dealers making the noncash compensation contributions; the names of the associated persons participating in the
arrangements; the nature and value of non-cash compensation received; the location of training and
education meetings; and any other information that proves compliance by the broker-dealer and its
associated persons with the rule.
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Life insurers support the spirit and purpose of Rule 2320, and actively participated in its
development through comment letters and constructive suggestions to achieve an effective, consumerprotective regulation. 57 ACLI regularly compiles and digests all FINRA disciplinary actions to capture data
involving the distribution of variable products and broker-dealers affiliated with life insurance
companies. In a survey of the past five years, there have been no reported disciplinary actions involving
non-cash compensation associated with insurance product sales. These results demonstrate that FINRA
Rule 2320 works efficiently and effectively.
E. Commissions compared to fee-only investment advice.
The Proposal is founded on a premise that commissioned products influence advisers to provide
conflicted advice to the detriment of retirement plan participants. As such, the Proposal elevates feebased advice and automated robo-advice systems as preferable alternatives because they are cheaper
and aligned with the interests of retirement plan participants. These premises are incorrect in many
cases. Recommendations under the Proposal may generate the least expensive product that may
actually disserve and impair the participant’s best interests. While fee-based or automated advice is
appropriate for some individuals, it is not necessarily appropriate for all.
In truth, financial product recommendations and associated compensation arrangements are
most objectively evaluated according to the unique facts and needs of each financial customer and the
individual compensation arrangement. Financial advisers who obtain their compensation through annual
fees based on assets under management (“wrap fees”) would not likely recommend certain commissionbased products, like annuities, because that purchase is not generally included within the assets under
management on which the annual, recurrent fees are assessed by this type of fee-based financial
adviser. Recurrent annual fees may be ill-suited to individuals with moderate assets needing little annual
advice, and may exceed the total value of a commissioned-based adviser.
FINRA issued guidance about fee-based arrangements, recognizing that while fee-based
programs are beneficial for some customers, “they are not appropriate in all circumstances.” 58 FINRA
instructs that
Firms must consider the overall needs and objectives of the customer when determining the
benefits of a fee-based account for that customer, including the anticipated level of trading
activity in the account and non-price factors such as the importance that a customer places on

In a similar regulatory vein, New York Insurance Code Section 4228 permits certain non-cash compensation practices for
life insurance policies and annuities. New York Insurance Code Section 4228(e)(6) provides that:
57

A company, including any person, firm or corporation on its behalf or under any agreement with it, may pay or award,
or permit to be paid or awarded, prizes and awards to agents and brokers pursuant to a plan of agent or broker
compensation, provided that no single prize or award may exceed a value of two hundred fifty dollars, and that the
total value of such prizes and awards paid or awarded to any agent or broker within a calendar year may not exceed
one thousand dollars. Notwithstanding the foregoing, a company may also pay or award not more frequently than
monthly a prize or award valued at not more than twenty-five dollars.
An implementing regulation places monetary limits on the value of prizes and awards that insurers can provide agents. The
records must include: the names of the offerors, companies or other broker-dealers making the non-cash compensation
contributions; the names of the associated persons participating in the arrangements; the nature and value of non-cash
compensation received; the location of training and education meetings; and any other information that proves compliance by
the broker-dealer and its associated persons with the rule. The New York Department of Financial Services website contains
additional information about what steps life insurers must take to comply with Section 4228.
http://www.dfs.ny.gov/insurance/life/agcomp/life4228.htm
58 See Notice to Members 03-68, Fee-Based Compensation-NASD Reminds Members That Fee-Based Compensation Programs
Must Be Appropriate, http://www.finra.org/sites/default/files/NoticeDocument/p003079.pdf .
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aligning his or her interests with the broker. Additionally, firms must take into account the nature
of the services provided, the benefits of other available fee structures, and the customer's fee
structure preferences. 59
As FINRA aptly observes, under some customer circumstances, compensation through
commission arrangements may be more appropriate than fee-based arrangements. Quite correctly,
FINRA explained that the appropriateness of fee-only financial arrangements should be evaluated on the
unique circumstances of each customer and their financial needs. The same is true with evaluations of
commissioned recommendations to purchase certain financial products like annuities. 60 There are many
customers for whom annuities provide a valuable and appropriate means to achieving retirement
security and guaranteed lifetime income. The fact that the salesperson was compensated by
commissions does not diminish the important role annuities play in financial and retirement security.
Commission-based compensation can be the most economical and appropriate form of compensation in
advisory arrangements with consumers owning moderate amounts of retirement assets, and may be
significantly less expensive than non-commissioned forms of compensation, such as asset management
fees.
For all of these reasons, the Proposal’s recurrent conviction that commission-based advice is
always conflicted fails to fulfill the statutory, executive, and judicial mandates that the cost-benefit
analysis should be balanced, and consider several solutions to proposed rulemaking.
F. Correcting observations of fact and law.
To ensure that agencies properly perform cost-benefit analysis and select the most cost-effective
regulatory options, the White House Office of Information and Regulatory Affairs (OIRA) reviews agency
cost-benefit analysis before proposed regulations become effective. To the extent views from that office
reflect the January 15, 2015, White House Memorandum and the White House Fact Sheet 61 supporting
the Department of Labor’s proposed fiduciary rule, we offer some corrections of fact and law that may be
helpful in the Proposal’s cost-benefit analysis.
According to the memorandum “many firms recommend that prospective customers roll over
401(K) plan assets into an IRA without any knowledge of a customer’s financial situation.” Salespersons
recommending the purchase of a variable annuity on an IRA roll over must fulfill FINRA’s suitability and
supervision Rule 2330, which requires the salesperson to obtain specific information from the customer
(such as the customer’s investment objectives, liquid net worth, financial sophistication, and tax status).
This information is recorded on a customer account record that forms the basis of suitability
determinations and supervisory review. Further, Rule 2330 requires the salesperson to make an
See Fee-Based Questions and Answers, http://www.finra.org/industry/fee-based-account-questions-answers . FINRA stated
that
59

Certain potential problems have been identified through our examination program. For example, it is not always clear
that customers receive adequate disclosure about the distinctions and features of fee-based versus commissionbased accounts, including the differences in fee structures and that fees will probably be higher in a fee-based
account if the level of activity is modest. Training and education at some firms are minimal, particularly in giving
brokers guidance on how to evaluate whether a customer is appropriate for a fee-based account.
60

Elisse B. Walter, who served as acting SEC chair, SEC Commissioner, and FINRA Senior Executive Vice President, noted:

In a nutshell, while fee based accounts can be a good thing, they are not always the right thing, or the best thing. We
need you to look at each customer and determine what kind of fee works best for him or her. The Tully Report itself
recognized that investors with low trading activity would probably be better off with a commission-based program that
charges only when trades are made. See Elisse Walter, Current NASD Regulatory Issues on Sales and Marketing
(Sept. 28, 2004) http://www.finra.org/newsroom/speeches/092804-remarks-27th-annual-sia-sales-and-marketingconference.
61 The Fact Sheet is entitled Middle Class Economics: Strengthening Retirement Security by Cracking Down on Backdoor
Payments and hidden Fees and was released February 23, 2015 .
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affirmative determination that the “customer would benefit from certain features of a deferred variable
annuity (e.g., tax-deferred growth, annuitization or death benefit.”
Rule 2330 imposes a significant supervisory obligation requiring the broker-dealer’s
registered principal to review the recommendation and consider the extent to which:
x

the customer would benefit from certain features of a deferred variable annuity;

x

the customer’s age or liquidity needs make the investment inappropriate; and,

x

the customer involved an exchange of a deferred variable annuity: will incur
surrender charges, face a new surrender period, lose death or existing benefits, have
increased mortality and expense fees, appears to have a need for any potential
product enhancements and improvements, or had another deferred variable annuity
exchange within the preceding 36 months.

Likewise, the NAIC Suitability in Annuity Transactions Regulation imposes suitability and
supervision standards for fixed annuity sales that are modeled on FINRA Rule 2330. This model
regulation has been adopted in most jurisdictions. It is factually incorrect, therefore, that
recommendations to purchase a fixed or variable annuity in an IRA roll over are done “without any
knowledge of the customer’s financial situation.”
The memorandum states that “advisers steer investors into variable annuities and other complex
products with high fees. Advisers can exploit their customer’s low level of financial literacy by
recommending riskier and more complex investments.” (emphasis added). Most, but not all,
contemporary fixed and variable annuities have surrender fees, which only occur if the customer cancels
the contract within a specified period, usually about seven years on average. Annuities are purchased
and sold as long-term accumulation vehicles for retirement security, not as short-term trading vehicles. If
customers purchase the contract and hold it for the surrender period, they will not incur surrender
charges. The White House memorandum does not appear to understand these mechanics.
As explained above, FINRA Rule 2330 and the NAIC Suitability in Annuity Transactions Model
Regulation impose suitability and supervision standards that are designed to ensure that annuity
purchases are appropriate for customers, including those with low levels of financial literacy.
Variable annuities provide permanent annuity purchase rate guarantees for purchasers upon
annuitization, and many variable annuities provide optional riders for guaranteed benefits, such as
lifetime payouts, withdrawals and death benefits. Variable annuities are designed to track the growth in
the economy and provide protection against lower purchasing power due to inflation. The White House
statement overlooks the fact that variable annuities can provide a valuable solution to the risk that
consumers will have inadequate retirement assets. The memorandum’s statements associating variable
annuity recommendations with high fees, exploitation of low financial literacy and riskier investments is
generally incorrect.
The memorandum states that “consumer protections for investment advice in the retail and
small plan markets are inadequate.” This unqualified observation is overbroad and ignores substantial
consumer protections under the federal securities laws governing the activities of investment advisers
and broker-dealers. Likewise, it ignores analogous protections under state laws such as the NAIC
Suitability in Annuities Transactions Model Regulation. A fiduciary duty is currently enforced under the
Investment Advisers Act for registered investment advisers that may be involved in recommendations
about IRA roll over options. SEC Commissioner Daniel Gallagher addressed this observation in a recent
public speech, noting that the memorandum’s statement

54

is not accompanied by any analysis or study of the current protections consumers receive from
the regulatory oversight of brokers and investment advisers by the SEC and SROs-in fact, it
blatantly ignores this comprehensive regulatory oversight. Indeed, the memo manages to avoid
any mention of either the SEC or FINRA. 62
The statement in the memorandum disregards other significant regulatory protections that
currently exist under the federal securities laws.
The Fact Sheet references “outdated regulations” that provide consumer protections under IRA
roll over recommendations. FINRA Rule 2330 and the NAIC Suitability in Annuities Regulation were
recently adopted to significantly upgrade consumer protections in fixed and variable annuity sales.
The memorandum states that “loads encourage advisers to excessively churn their customers’
investments.” FINRA and SEC regulations explicitly prohibit churning of customer accounts. Indeed,
FINRA Rule 2330 requires the adviser and supervisor to specifically consider whether a customer
involved an exchange of a deferred variable annuity:
will incur surrender charges, face a new surrender period, lose death or existing benefits, have
increased mortality and expense fees, appears to have a need for any potential product
enhancements and improvements, or had another deferred variable annuity exchange within the
preceding 36 months.
In response to this assertion in the memorandum, SEC Commissioner Gallagher noted “our (SEC)
rules expressly prohibit brokers from churning customer accounts, and the SEC and SROS have
sophisticated tools designed to monitor for such activity.” 63 Likewise, the NAIC Suitability in Annuities
Transaction demands that recommendations, and accompanying supervision, are suitable. Churning
would not be suitable.
G. Concluding observations about the Proposal’s fulfillment of executive, statutory and
judicial standards governing cost-benefit analyses in rulemaking.
Our submission provides numerous suggestions that will more appropriately align the Proposal
with the Department’s mission and the Proposal’s purpose in a manner that respects the proper balance
of costs and benefits while also protecting retirement plan participants. Our suggestions achieve a
constructive improvement to the original proposal and help the Department forestall post-adoption
challenges to the adequacy of its cost-benefit analysis as required under executive, statutory and judicial
standards.
The Proposal is exposed to judicial challenge because it:
x
x

62
63

Fails to calculate the impairment to small retirement plans through the loss of advisory
channels, as required under the Regulatory Flexibility Act;
Presents inflexible approaches that are arbitrary and capricious under APA standards and
bypassing less burdensome alternatives on a cost-benefit yardstick;

x

Neglects the judicial precedent in the trio of recent cases rejecting SEC rulemaking due to
defective cost-benefit analysis;

x

Rejects or ignores the comprehensive pattern of regulation that imposes significant protections
against conflicts of interest and erects prophylactics to protect retirement plan participants; and

See Remarks at The SEC Speaks by Daniel M. Gallagher (Feb. 20, 2015) at 3.
See Remarks at The SEC Speaks by Daniel M. Gallagher (Feb. 20, 2015) at 3.
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x

Ignores the impact of the rule on small businesses as required under the Regulatory Flexibility
Act.

The Proposal’s exposure to post-adoption legal challenges can be mitigated by incorporating our
recommended modifications. In the end, the Proposal should fully evidence the 2011 Executive Order
issued by President Obama and the spirit of his comments, which emphasized:
x

“Sometimes, rules have gotten out of balance, placing unreasonable burdens on business—
burdens that have stifled innovation;” 64

x

“As the executive order I am signing makes clear, we are seeking more affordable, less intrusive
means to achieve the same ends—giving careful consideration to benefits and costs. This means
writing rules with more input from experts, businesses and ordinary citizens. It means using
disclosure as a tool to inform consumers of their choices, rather than restricting those
choices;” 65 and,

x

“We're looking at the system as a whole to make sure we avoid excessive, inconsistent and
redundant regulation. And finally, today I am directing federal agencies to do more to account
for—and reduce—the burdens regulations may place on small businesses.” 66
* ****

On behalf of the ACLI member companies, thank you for consideration of these comments. We
welcome the opportunity to discuss these comments and engage in a productive dialogue with the
Department on this Proposal.
Respectfully,

James H. Szostek

Op-Ed, President Barack Obama, Toward a 21st Century Regulatory System, Wall Street Journal (Jan. 18, 2011). The
President’s Op-Ed coincided with his issuance of Executive Order 13,563, which set strict standards for cost-benefit analysis in
federal agency rulemaking.
65 Id.
66 Id.
64

56

Table of Contents for Appendix to ACLI Submission to the Department of Labor on the
Fiduciary Rule

FINRA Rule 2330: Suitability and Supervision in the Sale of Variable Annuity Contracts...1
NAIC Suitability in Annuity Transactions Model Regulation: A Coordinated Approach to
Suitability and Supervision in the Sale of Individual Annuity Contracts………………..…....8
ACLI Issues Status Chart: NAIC Annuity Disclosure, Suitability in Annuity Transactions &
Senior Specific Certifications Model Regulations…………………………………………….. .15
State Laws Governing Suitability in Variable Life Insurance Sales……..……………………53
The NAIC Annuity Disclosure Model Regulation: Disclosure Standards in Annuity
Distribution…………………………………………………………………………………………..…59
NAIC Buyer’s Guide for Deferred Annuities………………………………………………………64
NAIC Buyer’s Guide for Fixed Deferred Annuities with Appendix for Equity-Indexed
Annuities………………………………………………………………………………………………...75
NAIC Insurance and Annuities Replacement Model Regulation………………………….…104
ACLI Law Survey: Replacement of Life and Insurance and Annuities……………………..119
NAIC Model Regulation on the Use of Senior-Specific Certifications and Professional
Designations in the Sale of Life Insurance and Annuities……………………………………168
The Impact of State Insurance Consulting Laws on Producers Performing Financial
Planning Services……………………………………………………………………………………171
A Comprehensive System of State Regulations Governs the Distribution of Insurance
and Annuity Contracts………………………………………………………………………………196
ACLI Law Survey: Free Look/Right to Return Requirements………………………………..203

Page 1 of Appendix


),15$5XOH6XLWDELOLW\DQG6XSHUYLVLRQLQWKH6DOHRI9DULDEOH$QQXLW\
&RQWUDFWV

&DUO%:LONHUVRQ9LFH3UHVLGHQW &KLHI&RXQVHO6HFXULWLHV /LWLJDWLRQ
$PHULFDQ&RXQFLORI/LIH,QVXUHUV$OO5LJKWV5HVHUYHG





, 2YHUYLHZDQG6FRSH
$ ),15$5XOHZKLFKJRYHUQVVXLWDELOLW\DQGVXSHUYLVLRQLQWKHVDOHRI
YDULDEOHDQQXLW\FRQWUDFWVZDVDSSURYHGE\WKH6(&LQDQGZDVXQGHU
GHYHORSPHQWVLQFH7KHUXOHHYROYHGWKURXJKVL[GLIIHUHQWVWDJHVILYHDWWKH
6(&DQGRQHDW),15$
% 7KLVRXWOLQHZLOOVXPPDUL]HWKHHOHPHQWVRI5XOHDQGGLVFXVVLWV
DGPLQLVWUDWLYHKLVWRU\WRLOOXPLQDWH),15$¶VSXUSRVHDQGLQWHQW
,, 6XEVWDQWLYH2YHUYLHZ5XOHKDVIRXUSULPDU\SURYLVLRQV
$ 5HTXLUHPHQWVJRYHUQLQJUHFRPPHQGDWLRQVLQFOXGLQJDVXLWDELOLW\REOLJDWLRQ
VSHFLILFDOO\WDLORUHGWRGHIHUUHGYDULDEOHDQQXLW\WUDQVDFWLRQV
% 3ULQFLSDOUHYLHZDQGDSSURYDOREOLJDWLRQV
& $VSHFLILFUHTXLUHPHQWIRUEURNHUGHDOHUVWRHVWDEOLVKDQGPDLQWDLQZULWWHQ
VXSHUYLVRU\SURFHGXUHVUHDVRQDEO\GHVLJQHGWRDFKLHYHFRPSOLDQFHZLWKWKH
UXOH¶VVWDQGDUGVDQG
' $WDUJHWHGWUDLQLQJUHTXLUHPHQWIRUEURNHUGHDOHUV DVVRFLDWHGSHUVRQV
LQFOXGLQJUHJLVWHUHGSULQFLSDOV
,,, 7KH5XOH¶V5HTXLUHPHQWVLQ*UHDWHU'HWDLO
$ 5HYLVHG5XOHHVWDEOLVKHGWKHIROORZLQJVSHFLILFUHTXLUHPHQWV
 Recommendation Requirements.:KHQUHFRPPHQGLQJDGHIHUUHG
YDULDEOHDQQXLW\WUDQVDFWLRQ5XOHUHTXLUHVEURNHUGHDOHUVDQG
VDOHVSHUVRQVWRKDYHDUHDVRQDEOHEDVLVWREHOLHYHWKDWWKHFXVWRPHU
has been informed of, in a general fashion, WKHYDULRXVIHDWXUHVRIWKH
GHIHUUHGYDULDEOHDQQXLW\

Page 2 of Appendix

D  FXVWRPHUwould benefit fromFHUWDLQIHDWXUHVRIDGHIHUUHG
YDULDEOHDQQXLW\ HJWD[GHIHUUHGJURZWKDQQXLWL]DWLRQRUD
GHDWKEHQHILW DQG
E  WKHGHIHUUHGYDULDEOHDQQXLW\as a wholeDQGWKHXQGHUO\LQJ
VXEDFFRXQWVRUULGHUVDUHVXLWDEOHIRUWKHSDUWLFXODUFXVWRPHU
F  WKHSDUWLFXODUGHIHUUHGYDULDEOHDQQXLW\WKDWWKHUHJLVWHUHG
UHSUHVHQWDWLYHLVUHFRPPHQGLQJWKHXQGHUO\LQJVXEDFFRXQWVWR
ZKLFKIXQGVDUHDOORFDWHGDWWKHWLPHRIWKHSXUFKDVHRUH[FKDQJH
RIWKHGHIHUUHGYDULDEOHDQQXLW\DQGWKHULGHUVDQGVLPLODUSURGXFW
HQKDQFHPHQWVDUHVXLWDEOH DQGLQWKHFDVHRIDQH[FKDQJHWKH
WUDQVDFWLRQDVDZKROHDOVRLVVXLWDEOH IRUWKHFXVWRPHUEDVHGRQ
WKHLQIRUPDWLRQWKHUHJLVWHUHGUHSUHVHQWDWLYHLVUHTXLUHGWRPDNHD
UHDVRQDEOHHIIRUWWRREWDLQ
 5HYLVHG5XOHUHTXLUHVWKHVHGHWHUPLQDWLRQVWREHdocumented
and signedE\WKHVDOHVSHUVRQUHFRPPHQGLQJWKHWUDQVDFWLRQ
D  5XOHDOVRUHTXLUHVDOHVSHUVRQVWRPDNHreasonable
effortsWRREWDLQLQIRUPDWLRQFRQFHUQLQJFXVWRPHUV¶DJHDQQXDO
LQFRPHILQDQFLDOVLWXDWLRQDQGQHHGVLQYHVWPHQWH[SHULHQFH
LQYHVWPHQWREMHFWLYHVLQWHQGHGXVHRIWKHYDULDEOHDQQXLW\
LQYHVWPHQWWLPHKRUL]RQH[LVWLQJLQYHVWPHQWDQGLQVXUDQFH
KROGLQJVOLTXLGLW\QHHGVOLTXLGQHWZRUWKULVNWROHUDQFHWD[VWDWXV
DQGRWKHULQIRUPDWLRQXVHGE\WKHVDOHVSHUVRQLQPDNLQJ
UHFRPPHQGDWLRQV
 Supervisory Review.5XOH F UHTXLUHVWKDWDSULQFLSDOUHYLHZ
HDFKYDULDEOHDQQXLW\SXUFKDVHRUH[FKDQJHZLWKLQVHYHQEXVLQHVVGD\V
DIWHUWKHVLJQHGDSSOLFDWLRQDUULYHVDWWKHEURNHUGHDOHU¶VRIILFHRI
VXSHUYLVRU\MXULVGLFWLRQLQJRRGRUGHU$UHJLVWHUHGSULQFLSDOVKDOOUHYLHZ
DQGGHWHUPLQHZKHWKHUKHRUVKHDSSURYHVRIWKHSXUFKDVHRUH[FKDQJH
RIWKHGHIHUUHGYDULDEOHDQQXLW\
D  ,QUHYLHZLQJWKHWUDQVDFWLRQWKHUHJLVWHUHGSULQFLSDOZRXOG
QHHGWRWDNHLQWRDFFRXQWWKHH[WHQWWRZKLFK
x WKHFXVWRPHUZRXOGEHQHILWIURPFHUWDLQIHDWXUHVRID
GHIHUUHGYDULDEOHDQQXLW\
x WKHFXVWRPHU¶VDJHRUOLTXLGLW\QHHGVPDNHWKHLQYHVWPHQW
LQDSSURSULDWHDQG
x WKHFXVWRPHULQYROYHGDQH[FKDQJHRIDGHIHUUHGYDULDEOH
DQQXLW\ZLOOLQFXUVXUUHQGHUFKDUJHVIDFHDQHZVXUUHQGHU
SHULRGORVHGHDWKRUH[LVWLQJEHQHILWV
x KDYHLQFUHDVHGPRUWDOLW\DQGH[SHQVHIHHVDSSHDUVWR
KDYHDQHHGIRUDQ\SRWHQWLDOSURGXFWHQKDQFHPHQWVDQG
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LPSURYHPHQWVRUKDGDQRWKHUGHIHUUHGYDULDEOHDQQXLW\
H[FKDQJHZLWKLQWKHSUHFHGLQJPRQWKV
x 8QGHU5XOHWKHVXSHUYLVRU\UHYLHZVWDQGDUGVPXVW
EHVLJQHGDQGGRFXPHQWHGE\WKHUHJLVWHUHGSULQFLSDOWKDW
UHYLHZHGDQGDSSURYHGWKHWUDQVDFWLRQ
 Supervisory Procedures.5XOHUHTXLUHVEURNHUGHDOHUVWR
HVWDEOLVKDQGPDLQWDLQVSHFLILFZULWWHQVXSHUYLVRU\SURFHGXUHVUHDVRQDEO\
GHVLJQHGWRDFKLHYHDQGHYLGHQFHFRPSOLDQFHZLWKWKHVWDQGDUGVLQ5XOH
7KHEURNHUGHDOHUPXVWKDYHSURFHGXUHVWRVFUHHQDQGKDYH
SULQFLSDOUHYLHZRIWKHUHFRPPHQGDWLRQVUHTXLUHPHQWVLQ5XOHDQG
GHWHUPLQHZKHWKHUWKHVDOHVSHUVRQKDVDSDUWLFXODUO\KLJKUDWHRI
HIIHFWLQJGHIHUUHGYDULDEOHDQQXLW\H[FKDQJHV
 Training.8QGHUWKHSURSRVDOEURNHUGHDOHUVZRXOGQHHGWRGHYHORS
DQGGRFXPHQWVSHFLILFWUDLQLQJSROLFLHVRUSURJUDPVGHVLJQHGWRHQVXUH
WKDWVDOHVSHUVRQVUHFRPPHQGLQJWUDQVDFWLRQVDQGUHJLVWHUHGSULQFLSDOV
ZKRUHYLHZWUDQVDFWLRQVLQGHIHUUHGYDULDEOHDQQXLWLHVFRPSO\ZLWKWKH
UHTXLUHPHQWVRI5XOHDQGWKDWWKH\XQGHUVWDQGWKHPDWHULDOIHDWXUHV
RIGHIHUUHGYDULDEOHDQQXLWLHVLQFOXGLQJOLTXLGLW\LVVXHVVDOHVFKDUJHV
IHHVWD[WUHDWPHQWDQGPDUNHWULVNV
 Automated Supervisory Review),15$¶VVXEPLVVLRQRQWKHUXOH
LQGLFDWHGWKDWWKHUXOHZRXOGQRWSUHFOXGHILUPVIURPXVLQJDXWRPDWHG
VXSHUYLVRU\V\VWHPVRUDPL[RIDXWRPDWHGDQGPDQXDOVXSHUYLVRU\
V\VWHPVWRIDFLOLWDWHFRPSOLDQFHZLWKWKHUXOH
D  ,QDGGLWLRQ),15$GHOLQHDWHGZKDWDWDPLQLPXPDSULQFLSDO
ZRXOGQHHGWRGRLIKLVRUKHUILUPLQWHQGVWRUHO\RQDXWRPDWHG
VXSHUYLVRU\V\VWHPVWRFRPSO\ZLWKWKHSURSRVHGUXOH
E  6SHFLILFDOO\DSULQFLSDOZRXOGQHHGWR  DSSURYHWKHFULWHULD
WKDWWKHDXWRPDWHGVXSHUYLVRU\V\VWHPXVHV  DXGLWDQGXSGDWH
WKHV\VWHPDVQHFHVVDU\WRHQVXUHFRPSOLDQFHZLWKWKHSURSRVHG
UXOH  UHYLHZH[FHSWLRQUHSRUWVWKDWWKHV\VWHPFUHDWHVDQG  
UHPDLQUHVSRQVLEOHIRUHDFKWUDQVDFWLRQ¶VFRPSOLDQFHZLWKWKH
SURSRVHGUXOH
F  )LQDOO\),15$QRWHGWKDWDSULQFLSDOZRXOGEHUHVSRQVLEOHIRU
DQ\GHILFLHQF\LQWKHV\VWHP¶VFULWHULDWKDWZRXOGUHVXOWLQWKH
V\VWHPQRWEHLQJUHDVRQDEO\GHVLJQHGWRFRPSO\ZLWKWKHUXOH
 Tax Qualified Plans.5XOHGRHVQRWDSSO\WRYDULDEOHDQQXLW\
WUDQVDFWLRQVPDGHLQFRQQHFWLRQZLWKWD[TXDOLILHGHPSOR\HUVSRQVRUHG
UHWLUHPHQWRUEHQHILWSODQVWKDWHLWKHUDUHGHILQHGDVD³TXDOLILHGSODQ´
XQGHU6HFWLRQ D  & RIWKH([FKDQJH$FWRUPHHWWKHUHTXLUHPHQWV
RI,QWHUQDO5HYHQXH&RGH6HFWLRQV E RU E XQOHVVLQWKHFDVH
RIDQ\SODQWKHEURNHUGHDOHUPDNHVUHFRPPHQGDWLRQVWRLQGLYLGXDOSODQ
SDUWLFLSDQWVUHJDUGLQJWKHYDULDEOHDQQXLW\
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,9 5HYLHZDQG([SODQDWLRQRI5XOH
$ 6XSHUYLVRU\UHYLHZVWDQGDUGVFKDQJHG
 ),15$HQODUJHGWKHWLPHSHULRGIRUVXSHUYLVRU\UHYLHZWRVHYHQGD\V
DIWHUWKHVLJQHGDSSOLFDWLRQDUULYHVDWWKHEURNHUGHDOHU¶V26-LQJRRG
RUGHU
D  &RPSDUHWRpriorGUDIW³3ULRUWRWUDQVPLWWLQJDFXVWRPHU¶V
DSSOLFDWLRQIRUDGHIHUUHGYDULDEOHDQQXLW\WRWKHLVVXLQJLQVXUDQFH
FRPSDQ\IRUSURFHVVLQJEXWno later than seven business days
after the customer signs the applicationDUHJLVWHUHGSULQFLSDO
VKDOOUHYLHZDQGGHWHUPLQHZKHWKHUKHRUVKHDSSURYHVRIWKH
SXUFKDVHRUH[FKDQJHRIWKHGHIHUUHGYDULDEOHDQQXLW\´
E  &RPSDUHWRHDUOLHUGUDIWWKHWKLUGDPHQGPHQWUHTXLUHGWKH
SULQFLSDOPXVWUHYLHZDQGDSSURYHWKHWUDQVDFWLRQ³>Q@RODWHUWKDQ
two business days followingWKHGDWHZKHQDPHPEHURUSHUVRQ
DVVRFLDWHGZLWKDPHPEHUtransmits a customer’s applicationIRUD
GHIHUUHGYDULDEOHDQQXLW\WRWKHLVVXLQJLQVXUDQFHFRPSDQ\IRU
SURFHVVLQJRUfive business days from the transmittal dateLI
DGGLWLRQDOFRQWDFWZLWKWKHFXVWRPHURUSHUVRQDVVRFLDWHGZLWKWKH
PHPEHULVQHFHVVDU\LQWKHFRXUVHRIWKHUHYLHZ´
 ),15$UDWLRQDOHHQVXULQJWKDWDOOEURNHUGHDOHUVKDYHDGHTXDWHWLPH
WRSHUIRUPDWKRURXJKSULQFLSDOUHYLHZRIWKHVHWUDQVDFWLRQV
D  ,QYLHZRIWKHYDULHW\RIIHDWXUHVDQGSURYLVLRQVLQFRQQHFWLRQ
ZLWKWKHLVVXDQFHRIGHIHUUHGYDULDEOHDQQXLW\FRQWUDFWV),15$
EHFDPHSHUVXDGHGWKDWSULQFLSDOUHYLHZRIYDULDEOHDQQXLW\VDOHV
UHTXLUHVJUHDWHUWLPHWKDQUHYLHZVRIPDQ\RWKHUVHFXULWLHV
WUDQVDFWLRQV
E  7KHSURYLVLRQRIDUHDVRQDEOHDPRXQWRIWLPHIRUSUH
WUDQVPLWWDOUHYLHZKRZHYHUSRVHGSRWHQWLDOSUREOHPVUHODWHGWR
RWKHUUXOHVFRQFHUQLQJWKHSURPSWKDQGOLQJRIFXVWRPHUIXQGV
  )RULQVWDQFH),15$5XOHVWDWHVJHQHUDOO\WKDW
PHPEHUILUPVVKDOOQRWPDNHLPSURSHUXVHRIFXVWRPHU
IXQGVDQG),15$5XOHVSHFLILFDOO\UHTXLUHVPHPEHU
ILUPVWR³WUDQVPLWSURPSWO\´WKHDSSOLFDWLRQDQGWKH
SXUFKDVHSD\PHQWIRUDYDULDEOHFRQWUDFWWRWKHLVVXLQJ
LQVXUDQFHFRPSDQ\
  6LPLODUO\5XOHVFDQGFXQGHUWKH$FW
UHTXLUHFHUWDLQPHPEHUILUPVWRSURPSWO\WUDQVPLWDQG
IRUZDUGIXQGV
  5XOHVF F  DQG  XQGHUWKH$FWGHILQH
WKHWHUPV³SURPSWO\WUDQVPLWDQGGHOLYHU´DQG³SURPSWO\
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IRUZDUG´IXQGVDVPHDQLQJ³QRODWHUWKDQQRRQRIWKHQH[W
EXVLQHVVGD\DIWHUUHFHLSWRIVXFKIXQGV´
3. ),15$VROXWLRQWRUHJXODWRU\FRQIOLFWVZLWKSURPSWSULFLQJVWDQGDUGV
D  ),15$DVNHGIRUDQGREWDLQHGIURPWKH6(&UHJXODWRU\UHOLHI
UHJDUGLQJ5XOHVFDQGFZKHQWKHVDPHFLUFXPVWDQFHV
H[LVW$VDFRPSDQLRQWRWKHUXOHDSSURYDOWKH6(&SURYLGHGDQ
H[HPSWLYHRUGHUIURPWKHSURPSWSULFLQJSURYLVLRQV
E  ),15$PDGHFOHDUWKDWDEURNHUGHDOHUWKDWLVKROGLQJDQ
DSSOLFDWLRQIRUDGHIHUUHGYDULDEOHDQQXLW\DQGDQRQQHJRWLDWHG
FKHFNIURPDFXVWRPHUZULWWHQWRDQLQVXUDQFHFRPSDQ\IRUD
SHULRGRIVHYHQEXVLQHVVGD\VRUOHVVZRXOGQRWEHLQYLRODWLRQRI
),15$5XOHLIWKHUHDVRQWKDWWKHDSSOLFDWLRQDQGFKHFNDUH
EHLQJKHOGLVWRDOORZDSULQFLSDOWRFRPSOHWHKLVRUKHUUHYLHZRI
WKHWUDQVDFWLRQSXUVXDQWWRSURSRVHG5XOH
% 5HFRPPHQGDWLRQUHTXLUHPHQWVUHYLVHG
 ),15$UHYLVHGSURSRVHG5XOHWRVWDWHWKDW³>Q@RPHPEHURU
SHUVRQDVVRFLDWHGZLWKDPHPEHUVKDOOUHFRPPHQGWRDQ\FXVWRPHUWKH
SXUFKDVHRUH[FKDQJHRIDGHIHUUHGYDULDEOHDQQXLW\XQOHVVVXFKPHPEHU
RUSHUVRQDVVRFLDWHGZLWKDPHPEHUhas a reasonable basis to believe
WKDWWKHWUDQVDFWLRQLVVXLWDEOHLQDFFRUGDQFHZLWK5XOH´
 ),15$LVVXEVWLWXWLQJWKHSKUDVH³KDVDUHDVRQDEOHEDVLVWREHOLHYH´
IRU³KDVGHWHUPLQHG´ZKLFKDSSHDUHGLQWKHSULRUGUDIWRIWKHUXOH
 ),15$UDWLRQDOH),15$VRIWHQHGWKHUHYLHZUHTXLUHPHQWLQUHVSRQVH
WRFRPPHQWVWKDWWKHUHDVRQDEOHEDVLVVWDQGDUGZDVPRUHVWULFWWKDQZLWK
RWKHUVLPLODUILQDQFLDOSURGXFWV
& 1RQUHFRPPHQGHGWUDQVDFWLRQVFRQGLWLRQDOO\H[FOXGHG),15$UHYLVHGWKH
UXOHFRQGLWLRQDOO\VRWKDWLWGRHVQRWDSSO\WRQRQUHFRPPHQGHGWUDQVDFWLRQV
VXFKDVVLWXDWLRQVZKHUHWKHPHPEHULVDFWLQJVROHO\DVDQRUGHUWDNHU),15$
EHOLHYHG5XOHFVKRXOGQRWSUHYHQWDIXOO\LQIRUPHGFXVWRPHUIURPPDNLQJ
KLVRUKHURZQLQYHVWPHQWGHFLVLRQ
 &RQGLWLRQDOH[FOXVLRQIURPUXOHKRZHYHU
D  $UHJLVWHUHGSULQFLSDO³PD\DXWKRUL]HWKHSURFHVVLQJRIWKH
WUDQVDFWLRQLIWKHUHJLVWHUHGSULQFLSDOGHWHUPLQHVWKDWWKH
WUDQVDFWLRQZDVQRWUHFRPPHQGHGDQGWKDWWKHFXVWRPHUDIWHU
EHLQJLQIRUPHGRIWKHUHDVRQZK\WKHUHJLVWHUHGSULQFLSDOKDVQRW
DSSURYHGWKHWUDQVDFWLRQDIILUPVWKDWKHRUVKHZDQWVWRSURFHHG
ZLWKWKHSXUFKDVHRUH[FKDQJHRIWKHGHIHUUHGYDULDEOHDQQXLW\´
 ),15$UDWLRQDOH
D  &KDQJHDOORZVDFXVWRPHUWRGHFLGHWRFRQWLQXHZLWKWKHQRQ
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UHFRPPHQGHGSXUFKDVHRUH[FKDQJHRIDGHIHUUHGYDULDEOHDQQXLW\
QRWZLWKVWDQGLQJWKHEURNHUGHDOHU¶VEHOLHIWKDWWKHWUDQVDFWLRQZRXOGEH
YLHZHGDVXQVXLWDEOHLILWKDGEHHQUHFRPPHQGHG
E  7KHQHZUHTXLUHPHQWWKDWWKHSULQFLSDOLQGHSHQGHQWO\GHWHUPLQHWKDW
WKHWUDQVDFWLRQZDVQRWUHFRPPHQGHGDGGVDQRWKHUOD\HURISURWHFWLRQ
5HTXLUHPHQW³VKRXOGGLVFRXUDJHVDOHVSHUVRQVIURPDWWHPSWLQJWRE\SDVV
FRPSOLDQFHUHTXLUHPHQWVIRUUHFRPPHQGHGVDOHVE\VLPSO\FKHFNLQJWKH
µQRWUHFRPPHQGHG¶ER[RQDIRUP´
F  &XVWRPHUVPXVWLQGLFDWHDQH[SOLFLWLQWHQWWRFRQWLQXHZLWKWKHQRQ
UHFRPPHQGHGWUDQVDFWLRQQRWZLWKVWDQGLQJWKHXQVXLWDELOLW\GHWHUPLQDWLRQ
ZKLFKZLOOKHOSHQVXUHWKDWWKHFXVWRPHU¶VGHFLVLRQLVDQLQIRUPHGRQH
' “Undue concentration” standard eliminated.),15$HOLPLQDWHGSULRUUHTXLUHPHQWVWKDW
UHJLVWHUHGSULQFLSDOVFRQVLGHU³WKHH[WHQWWRZKLFKWKHDPRXQWRIPRQH\LQYHVWHGZRXOG
UHVXOWLQDQXQGXHFRQFHQWUDWLRQLQDGHIHUUHGYDULDEOHDQQXLW\´
( 7KHDQQXLW\RUGHIHUUHGYDULDEOHDQQXLWLHVVKRXOGEHHYDOXDWHGLQ³WKHFRQWH[WRIWKH
FXVWRPHU¶VRYHUDOOLQYHVWPHQWSRUWIROLR´
 ),15$5DWLRQDOH
D  5HTXLUHPHQWZDVXQFOHDUDQGFRXOGFDXVHFRQIXVLRQ%HFDXVHRWKHU
SURYLVLRQVLQ5XOHDOUHDG\FDSWXUHWKHLPSRUWDQWDVSHFWVRIWKLV
³XQGXHFRQFHQWUDWLRQ´GHWHUPLQDWLRQ),15$KDVHOLPLQDWHGLWDV
VXSHUIOXRXV
) *HQHULFGLVFORVXUHDOORZHG
 8QGHUUHFRPPHQGDWLRQUHTXLUHPHQWV),15$FODULILHGWKDWUHTXLUHG
GLVFORVXUHPD\EHJHQHULFDQGQRWVSHFLILFWRWKHSURGXFW&ODULILFDWLRQQRZ
UHTXLUHVWKDW³WKHFXVWRPHUKDVEHHQLQIRUPHGin general termsRIYDULRXV
IHDWXUHVRIGHIHUUHGYDULDEOHDQQXLWLHV´
 ),15$UDWLRQDOH
D  6LPSO\DFOHDUHUVWDWHPHQWRIRULJLQDOUXOH¶VLQWHQW
* ³8QLTXHIHDWXUHV´UHTXLUHPHQWUHOD[HGDQGH[SDQGHG
 3URYLVLRQQRZVWDWHVWKDWVDOHVSHUVRQPXVWKDYH³DUHDVRQDEOHEDVLVWR
EHOLHYHWKDWWKHFXVWRPHUZRXOGEHQHILWIURPFHUWDLQIHDWXUHVRIGHIHUUHG
YDULDEOHDQQXLWLHVVXFKDVWD[GHIHUUHGJURZWKDQQXLWL]DWLRQRUDGHDWKRUOLYLQJ
EHQHILW´
 ),15$5DWLRQDOH
D  ),15$DFFHSWHGFRPPHQWHUV¶SRVLWLRQWKDWWKHUHDUHRWKHUILQDQFLDO
SURGXFWVWKDWKDYHIHDWXUHVVLPLODUWRWKRVHRIDGHIHUUHGYDULDEOHDQQXLW\
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VRDUHTXLUHPHQWWKDWWKHFXVWRPHUZRXOGEHQHILWIURPWKHunique
IHDWXUHVZDVUHOD[HGWREHQHILWLQJIURP certainIHDWXUHV
E  /LYLQJEHQHILWVDGGHGWRWKHOLVWRIFHUWDLQIHDWXUHVWKDWPD\EH
EHQHILFLDOIRUFXVWRPHULQDGGLWLRQWRGHDWKEHQHILW
+ 5HTXLUHGVXUYHLOODQFHSUDFWLFHVIRUUHSODFHPHQWDFWLYLWLHVFODULILHG
 ),15$LQGLFDWHGWKDWSULQFLSDOQHHGQRWH[DPLQHeveryWUDQVDFWLRQZKHQ
VDOHVSHUVRQKDVDSRWHQWLDOO\KLJKHUUDWHRIUHSODFHPHQWVDOHV),15$
HPSKDVL]HGLQVWHDGUHYLHZRQDSHULRGLFEDVLVYLDH[FHSWLRQUHSRUWLQJUDWKHU
WKDQDVSDUWRIWKHSULQFLSDOUHYLHZRIHDFKH[FKDQJHWUDQVDFWLRQ
 ),15$UHYLVHGWKHVXSHUYLVRU\SURFHGXUHVJXDUGLQJDJDLQVWLQDSSURSULDWH
UHSODFHPHQWSUDFWLFHVVRWKDW³WKHPHPEHUDOVRPXVW  LPSOHPHQWVXUYHLOODQFH
SURFHGXUHVWRGHWHUPLQHLIWKHPHPEHU¶VDVVRFLDWHGSHUVRQVKDYHUDWHVRI
HIIHFWLQJGHIHUUHGYDULDEOHDQQXLW\H[FKDQJHVWKDWUDLVHIRUUHYLHZZKHWKHUVXFK
UDWHVRIH[FKDQJHVHYLGHQFHFRQGXFWLQFRQVLVWHQWZLWKWKHDSSOLFDEOHSURYLVLRQV
RIWKLV5XOHRWKHUDSSOLFDEOH),15$UXOHVRUWKHIHGHUDOVHFXULWLHVODZV
³LQDSSURSULDWHH[FKDQJHV´ DQG  KDYHSROLFLHVDQGSURFHGXUHVUHDVRQDEO\
GHVLJQHGWRLPSOHPHQWFRUUHFWLYHPHDVXUHVWRDGGUHVVLQDSSURSULDWHH[FKDQJHV
DQGWKHFRQGXFWRIDVVRFLDWHGSHUVRQVZKRHQJDJHLQLQDSSURSULDWHH[FKDQJHV´
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1$,&6XLWDELOLW\LQ$QQXLW\7UDQVDFWLRQV0RGHO5HJXODWLRQ$&RRUGLQDWHG
$SSURDFKWR6XLWDELOLW\DQG6XSHUYLVLRQLQWKH6DOHRI,QGLYLGXDO$QQXLW\
&RQWUDFWV
&DUO%:LONHUVRQ9LFH3UHVLGHQW &KLHI&RXQVHO6HFXULWLHV /LWLJDWLRQ
$PHULFDQ&RXQFLORI/LIH,QVXUHUV$OO5LJKWV5HVHUYHG




, 1$,&6XLWDELOLW\DQG6XSHUYLVLRQ5HVSRQVLELOLWLHVLQ1$,&0RGHO5HJXODWLRQ
*RYHUQLQJ,QGLYLGXDO$QQXLW\6DOHV
$ 7KH1DWLRQDO$VVRFLDWLRQRI,QVXUDQFH&RPPLVVLRQHUV 1$,& DGRSWHG
VHYHUDOHYROYLQJVHWVRIUHYLVLRQVWRLWVPRGHOUHJXODWLRQJRYHUQLQJVXLWDELOLW\DQG
VXSHUYLVLRQLQWKHVDOHRILQGLYLGXDODQQXLW\FRQWUDFWV
 7KH1$,&¶VLQLWLDOUHJXODWLRQZDVHQWLWOHGWKH6HQLRU3URWHFWLRQLQ
$QQXLW\7UDQVDFWLRQV5HJXODWLRQDQGJRYHUQHGVXLWDELOLW\DQG
VXSHUYLVLRQLQDQQXLW\WUDQVDFWLRQVZLWK³VHQLRUFRQVXPHUV´DJHRU
ROGHU
 7KH1$,&¶VUHYLVLRQWRWKLVUHJXODWLRQDSSOLHGLWWRDOOLQGLYLGXDO
DQQXLW\VDOHV7RUHIOHFWWKHEURDGHUDSSOLFDWLRQRIWKHUHJXODWLRQLWZDV
UHWLWOHGWKH6XLWDELOLW\LQ$QQXLW\7UDQVDFWLRQV0RGHO5HJXODWLRQ7KLV
UHJXODWLRQLQFRUSRUDWHGVXLWDELOLW\DQGVXSHUYLVLRQSUDFWLFHVSDUDOOHOWR
WKRVHXQGHUWKHIHGHUDOVHFXULWLHVODZVDQG),15$UXOHV
 ,QWKH1$,&DGGHGIXUWKHUDPHQGPHQWVWRWKH6XLWDELOLW\LQ
$QQXLW\7UDQVDFWLRQV0RGHO5HJXODWLRQ$PRQJRWKHUWKLQJVWKH
1$,&UHYLVLRQVWRWKHUHJXODWLRQHVWDEOLVKHGQHZUHVWULFWLRQV
RQVXSHUYLVRU\GHOHJDWLRQWRWKLUGSDUW\DQGUHOLDQFHRQSURGXFHU
VXLWDELOLW\UHFRPPHQGDWLRQVHVWDEOLVKHGDQHZSURGXFHUWUDLQLQJ
UHTXLUHPHQW ZKLFKPXVWEHFRPSOHWHGE\SURGXFHUVSULRUWRWKHLU
EHLQJDEOHWRVROLFLWWKHVDOHRIDQQXLWLHV DQGH[SDQGHGSRZHUV
RI&RPPLVVLRQHUVWROHY\VDQFWLRQVDQGSHQDOWLHV
% 7KHHYROYLQJLWHUDWLRQVRIWKH1$,&PRGHOUHJXODWLRQFDQEHIRXQGDW1$,&
0RGHO5HJXODWLRQ6HUYLFH,,  2YHUVWDWHVKDYHLPSOHPHQWHGWKH
YHUVLRQRIWKHPRGHOUHJXODWLRQDQGWZRKDYHSURSRVHGWKHUHJXODWLRQIRU
DGRSWLRQVWDWHVKDYHDGRSWHGWKHYHUVLRQRIWKHUHJXODWLRQ2YHUWLPH
WKHVHVWDWHVDUHH[SHFWHGWRLQFRUSRUDWHWKHUHYLVLRQVDVWKH\XSGDWHWKHLU
UHJXODWLRQV
& 7KHDFFRPSDQ\LQJ,VVXHV6WDWXV&KDUWIROORZLQJWKLVRXWOLQHRQWKH6XLWDELOLW\
LQ$QQXLW\7UDQVDFWLRQV0RGHO5HJXODWLRQWKH$QQXLW\'LVFORVXUH5HJXODWLRQ
DQGWKH6HQLRU6SHFLILF&HUWLILFDWLRQ0RGHO5HJXODWLRQFRQWDLQVFLWDWLRQVWRVWDWH
ODZVDQGUHJXODWLRQVZLWKH[SODQDWLRQVWRHDFKRIWKHUHVSHFWLYHPRGHOV
' %HFDXVHWKHDPHQGPHQWVWRWKHPRGHOUHJXODWLRQDUHEXLOWXSRQ
WKHRULJLQDOPRGHOWKHPRGHOLVGLVFXVVHGILUVW7KH
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PRGLILFDWLRQVWRWKHPRGHODUHVXPPDUL]HGVHSDUDWHO\EHORZIROORZLQJWKH
UHJXODWLRQ¶VVXPPDU\
( $&/,VXSSRUWVVWURQJVXLWDELOLW\VWDQGDUGVWRHQVXUHDQQXLW\VDOHV
UHFRPPHQGDWLRQVDUHVXLWDEOHDQGZLOOSURPRWHFRQVXPHUFRQILGHQFHLQPDNLQJ
LQIRUPHGDQQXLW\SXUFKDVHGHFLVLRQV
,, $SSURDFKRIWKH5HYLVHG1$,&5HJXODWLRQ
$ 7KHUHJXODWLRQHVWDEOLVKHVVWDQGDUGVDQGSURFHGXUHVJRYHUQLQJ
UHFRPPHQGDWLRQVLQDQQXLW\WUDQVDFWLRQVWRHQVXUH³WKDWLQVXUDQFHQHHGVDQG
ILQDQFLDOREMHFWLYHVRIFRQVXPHUVDWWKHWLPHRIWKHWUDQVDFWLRQDUHDSSURSULDWHO\
DGGUHVVHG´
% 7KHUHJXODWLRQLPSRVHVVXLWDELOLW\DQGVXSHUYLVLRQGXWLHVIRULQVXUHUVDQG
LQVXUDQFHSURGXFHUVLQFOXGLQJUHTXLUHPHQWVIRUPDLQWDLQLQJZULWWHQSURFHGXUHV
DQGFRQGXFWLQJSHULRGLFUHYLHZVRIUHFRUGVWRGHWHFWDQGSUHYHQWXQVXLWDEOH
VDOHVSUDFWLFHV
,,, 6FRSHDQG*RYHUQLQJ)UDPHZRUNRIWKH5HYLVHG1$,&5HJXODWLRQ
$ 7KHUHJXODWLRQDSSOLHVWRDQ\UHFRPPHQGDWLRQWRSXUFKDVHRUH[FKDQJHDQ
DQQXLW\PDGHWRDFRQVXPHUE\DQLQVXUDQFHSURGXFHURUDQLQVXUHUZKHUHQR
SURGXFHULVLQYROYHGWKDWUHVXOWVLQWKHSXUFKDVHRUH[FKDQJHUHFRPPHQGHG
 ³$QQXLW\´PHDQVDfixed annuity or variable annuityWKDWLVindividually
solicitedZKHWKHUWKHSURGXFWLVFODVVLILHGDVDQLQGLYLGXDORUJURXS
DQQXLW\>6HFWLRQ $ @
 ³5HFRPPHQGDWLRQ´PHDQVDGYLFHSURYLGHGE\DQLQVXUDQFHSURGXFHU
RUDQLQVXUHUZKHUHQRSURGXFHULVLQYROYHGWRDQLQGLYLGXDOFRQVXPHU
WKDWUHVXOWVLQDSXUFKDVHRUH[FKDQJHRIDQDQQXLW\LQDFFRUGDQFHZLWK
WKDWDGYLFH>6HFWLRQ ' @
% 7KHUHJXODWLRQGRHVQRWDSSO\WRDQQXLW\WUDQVDFWLRQVLQYROYLQJ
 'LUHFWUHVSRQVHVROLFLWDWLRQVZKHUHWKHUHLVQRUHFRPPHQGDWLRQ
EDVHGRQLQIRUPDWLRQFROOHFWHGIURPWKHFRQVXPHUXQGHUWKHUHJXODWLRQ
 &RQWUDFWVIXQGLQJVSHFLILHGUHWLUHPHQWSODQV
D  $QHPSOR\HHSHQVLRQRUZHOIDUHEHQHILWSODQWKDWLVFRYHUHG
E\WKH(PSOR\HH5HWLUHPHQWDQG,QFRPH6HFXULW\$FW (5,6$ 
E  $SODQGHVFULEHGE\6HFWLRQV D  N  E  N RU
 S RIWKH,QWHUQDO5HYHQXH&RGH ,5& DVDPHQGHGLI
HVWDEOLVKHGRUPDLQWDLQHGE\DQHPSOR\HU
F  $JRYHUQPHQWRUFKXUFKSODQGHILQHGLQ6HFWLRQRIWKH
,5&DJRYHUQPHQWRUFKXUFKZHOIDUHEHQHILWSODQRUDGHIHUUHG
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FRPSHQVDWLRQSODQRIDVWDWHRUORFDOJRYHUQPHQWRUWD[H[HPSW
RUJDQL]DWLRQXQGHU6HFWLRQRIWKH,5&
G  $QRQTXDOLILHGGHIHUUHGFRPSHQVDWLRQDUUDQJHPHQW
HVWDEOLVKHGRUPDLQWDLQHGE\DQHPSOR\HURUSODQVSRQVRU
 6HWWOHPHQWVRIRUDVVXPSWLRQVRIOLDELOLWLHVDVVRFLDWHGZLWKSHUVRQDO
LQMXU\OLWLJDWLRQRUDQ\GLVSXWHRUFODLPUHVROXWLRQSURFHVVRU
 )RUPDOSUHSDLGIXQHUDOFRQWUDFWV
,9 'XWLHV,PSRVHG8QGHUWKH5HJXODWLRQ>6HFWLRQ@
$ 6XLWDELOLW\6WDQGDUG,QUHFRPPHQGLQJWRDFRQVXPHUWKHSXUFKDVHRIDQ
DQQXLW\RUWKHH[FKDQJHRIDQDQQXLW\WKDWUHVXOWVLQDQRWKHULQVXUDQFH
WUDQVDFWLRQRUVHULHVRILQVXUDQFHWUDQVDFWLRQVWKHLQVXUDQFHSURGXFHURUWKH
LQVXUHUZKHUHQRSURGXFHULVLQYROYHGVKDOOKDYHUHDVRQDEOHJURXQGVIRU
EHOLHYLQJWKDWWKHUHFRPPHQGDWLRQLVVXLWDEOHIRUWKHFRQVXPHURQWKHEDVLVRI
WKHIDFWVGLVFORVHGE\WKHFRQVXPHUDVWRKLVRUKHULQYHVWPHQWVDQGRWKHU
LQVXUDQFHSURGXFWVDQGDVWRKLVRUKHUILQDQFLDOVLWXDWLRQDQGQHHGV
 ³,QVXUHU´PHDQVDFRPSDQ\UHTXLUHGWREHOLFHQVHGXQGHUWKHODZVRI
WKLVVWDWHWRSURYLGHLQVXUDQFHSURGXFWVLQFOXGLQJDQQXLWLHV
 ³,QVXUDQFHSURGXFHU´PHDQVDSHUVRQUHTXLUHGWREHOLFHQVHGXQGHU
WKHODZVRIWKLVVWDWHWRVHOOVROLFLWRUQHJRWLDWHLQVXUDQFHLQFOXGLQJ
DQQXLWLHV
 1RWHWKLVVXLWDELOLW\VWDQGDUGGLUHFWO\SDUDOOHOVWKHJHQHUDOVWDQGDUGRI
),15$6XLWDELOLW\5XOH D VHWIRUWKDW
KWWSQDVGFRPSOLQHWFRPQDVGGLVSOD\GLVSOD\KWPO"UELG  HOHPHQWB
LG 
% 6XLWDELOLW\,QJUHGLHQWV>6HFWLRQ $ @3ULRUWRWKHH[HFXWLRQRIDSXUFKDVHRU
H[FKDQJHRIDQDQQXLW\UHVXOWLQJIURPDUHFRPPHQGDWLRQDQLQVXUDQFH
SURGXFHURUDQLQVXUHUZKHUHQRSURGXFHULVLQYROYHGVKDOOPDNHUHDVRQDEOH
HIIRUWVWRREWDLQLQIRUPDWLRQFRQFHUQLQJ
 7KHFRQVXPHU¶VILQDQFLDOVWDWXV
 7KHFRQVXPHU¶VWD[VWDWXV
 7KHFRQVXPHU¶VLQYHVWPHQWREMHFWLYHVDQG
 6XFKRWKHULQIRUPDWLRQXVHGRUFRQVLGHUHGWREHUHDVRQDEOHE\WKH
LQVXUDQFHSURGXFHURUWKHLQVXUHUZKHUHQRSURGXFHULVLQYROYHGLQ
PDNLQJUHFRPPHQGDWLRQVWRWKHFRQVXPHU
 1RWHWKHVXLWDELOLW\LQJUHGLHQWVDERYHSUHFLVHO\WUDFNWKRVHLQ),15$
6XLWDELOLW\5XOH E VHWIRUWKDW
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KWWSQDVGFRPSOLQHWFRPQDVGGLVSOD\GLVSOD\KWPO"UELG  HOHPHQWB
LG 
 $QLQVXUHURULQVXUDQFHSURGXFHU¶VUHFRPPHQGDWLRQXQGHUWKH
VXLWDELOLW\VWDQGDUGDQGLQJUHGLHQWVPXVWEHUHDVRQDEOHXQGHUDOOWKH
FLUFXPVWDQFHVDFWXDOO\NQRZQWRWKHLQVXUHURULQVXUDQFHSURGXFHUDWWKH
WLPHRIWKHUHFRPPHQGDWLRQ>6HFWLRQ F  @
D  1HLWKHUDQLQVXUDQFHSURGXFHUQRUDQLQVXUHUZKHUHQR
SURGXFHULVLQYROYHGKDVDQ\REOLJDWLRQWRDFRQVXPHUXQGHUWKH
VXLWDELOLW\VWDQGDUG>6HFWLRQ D @UHODWHGWRDQ\UHFRPPHQGDWLRQLI
DFRQVXPHU
  5HIXVHVWRSURYLGHUHOHYDQWLQIRUPDWLRQUHTXHVWHGE\
WKHLQVXUHURULQVXUDQFHSURGXFHU
  'HFLGHVWRHQWHULQWRDQLQVXUDQFHWUDQVDFWLRQWKDWLV
QRWEDVHGRQDUHFRPPHQGDWLRQRIWKHLQVXUHURU
LQVXUDQFHSURGXFHURU
  )DLOVWRSURYLGHFRPSOHWHRUDFFXUDWHLQIRUPDWLRQ
  1RWHWKHVHQDUURZH[FOXVLRQVGLUHFWO\SDUDOOHO),15$
DSSURDFKHVWRVXLWDELOLW\LQ5XOH
& 6XSHUYLVLRQ6WDQGDUG
 )RULQVXUHUV
D  $QLQVXUHUHLWKHU L VKDOODVVXUHWKDWDV\VWHPWRVXSHUYLVH
UHFRPPHQGDWLRQVWKDWLVUHDVRQDEO\GHVLJQHGWRDFKLHYH
FRPSOLDQFHZLWKWKHVXLWDELOLW\VWDQGDUGVLQWKHUHJXODWLRQLV
HVWDEOLVKHGDQGPDLQWDLQHGRU LL VKDOOHVWDEOLVKDQGPDLQWDLQ
VXFKDV\VWHPLQFOXGLQJEXWQRWOLPLWHGWR
  0DLQWDLQLQJZULWWHQSURFHGXUHVDQG
  &RQGXFWLQJSHULRGLFUHYLHZVRILWVUHFRUGVWKDWDUH
UHDVRQDEO\GHVLJQHGWRDVVLVWLQGHWHFWLQJDQGSUHYHQWLQJ
YLRODWLRQVRIWKLVUHJXODWLRQ
E  7RIXOILOOWKHVXSHUYLVLRQVWDQGDUGDQLQVXUHUPD\FRQWUDFWZLWK
DWKLUGSDUW\LQFOXGLQJDJHQHUDODJHQWRULQGHSHQGHQWDJHQF\WR
HVWDEOLVKDQGPDLQWDLQDV\VWHPRIVXSHUYLVLRQDVUHTXLUHGE\
6HFWLRQ '  UHJDUGLQJLQVXUDQFHSURGXFHUVXQGHUFRQWUDFW
ZLWKRUHPSOR\HGE\WKHWKLUGSDUW\
  7RXWLOL]HDWKLUGSDUW\IRUVXSHUYLVLRQDQLQVXUHUPXVW
PDNHUHDVRQDEOHLQTXLU\WRDVVXUHWKDWWKHWKLUGSDUW\LV
SHUIRUPLQJWKHIXQFWLRQVUHTXLUHGXQGHUWKHUHJXODWLRQDQG
PXVWWDNHUHDVRQDEOHDFWLRQXQGHUWKHFLUFXPVWDQFHVWR
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HQIRUFHWKHFRQWUDFWXDOREOLJDWLRQRIWKHWKLUGSDUW\WR
SHUIRUPWKHIXQFWLRQV
  $QLQVXUHUPD\FRPSO\ZLWKLWVREOLJDWLRQWRPDNH
UHDVRQDEOHLQTXLU\E\GRLQJDOORIWKHIROORZLQJ
D  $QQXDOO\obtain a certificationIURPDWKLUGSDUW\
VHQLRUPDQDJHUZKRKDVUHVSRQVLELOLW\IRUWKH
GHOHJDWHGIXQFWLRQVWKDWWKHPDQDJHUKDVD
UHDVRQDEOHEDVLVWRUHSUHVHQWDQGGRHVUHSUHVHQW
WKDWWKHWKLUGSDUW\LVSHUIRUPLQJWKHUHTXLUHG
IXQFWLRQVDQG
E  %DVHGRQUHDVRQDEOHVHOHFWLRQFULWHULD
SHULRGLFDOO\VHOHFWWKLUGSDUWLHVIRUUHYLHZWR
GHWHUPLQHZKHWKHUWKHWKLUGSDUWLHVDUHSHUIRUPLQJ
WKHUHTXLUHGIXQFWLRQV7KHLQVXUHUPXVWSHUIRUP
WKRVHSURFHGXUHVWRFRQGXFWWKHUHYLHZWKDWDUH
UHDVRQDEOHXQGHUWKHFLUFXPVWDQFHV
F  ,QVXUHUVWKDWFRQWUDFWZLWKDWKLUGSDUW\WRSHUIRUPVXSHUYLVLRQ
DQGWKDWFRPSO\ZLWKWKHFHUWLILFDWLRQDQGSHULRGLFUHYLHZ
SURFHGXUHVZLOOIXOILOOWKHLUVXSHUYLVRU\UHVSRQVLELOLWLHVXQGHUWKH
UHJXODWLRQ
G  1RWHWKHVXSHUYLVRU\DSSURDFKHVLPSOHPHQWHGLQWKH
UHJXODWLRQSDUDOOHOWKRVHLQ),15$5XOH D 
H  1RRQHPD\SURYLGHDFHUWLILFDWLRQXQGHUWKHUHJXODWLRQV
VXSHUYLVRU\GHOHJDWLRQXQOHVV
  7KHSHUVRQLVDVHQLRUPDQDJHUZLWKUHVSRQVLELOLW\IRU
WKHGHOHJDWHGIXQFWLRQVDQG
  7KHSHUVRQKDVDUHDVRQDEOHEDVLVIRUPDNLQJWKH
FHUWLILFDWLRQ
 )RULQVXUDQFHSURGXFHUV
D  $JHQHUDODJHQWDQGLQGHSHQGHQWDJHQF\HLWKHUPXVW L DGRSW
DV\VWHPHVWDEOLVKHGE\DQLQVXUHUWRVXSHUYLVHUHFRPPHQGDWLRQV
RILWVLQVXUDQFHSURGXFHUVWKDWLVUHDVRQDEO\GHVLJQHGWRDFKLHYH
FRPSOLDQFHZLWKWKHUHJXODWLRQRU LL HVWDEOLVKDQGPDLQWDLQVXFK
DV\VWHPLQFOXGLQJEXWQRWOLPLWHGWR
  0DLQWDLQLQJZULWWHQSURFHGXUHVDQG
  &RQGXFWLQJSHULRGLFUHYLHZVRIUHFRUGVWKDWDUH
UHDVRQDEO\GHVLJQHGWRDVVLVWLQGHWHFWLQJDQGSUHYHQWLQJ
YLRODWLRQVRIWKLVUHJXODWLRQ
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 6FRSHRIUHTXLUHGV\VWHPRIVXSHUYLVLRQIRULQVXUHUVDQGSURGXFHUV
D  $QLQVXUHUJHQHUDODJHQWRULQGHSHQGHQWDJHQF\LVQRW
UHTXLUHGWRUHYLHZRUSURYLGHIRUUHYLHZRIDOOLQVXUDQFHSURGXFHU
VROLFLWHGWUDQVDFWLRQVRU
E  $QLQVXUHUJHQHUDODJHQWRULQGHSHQGHQWDJHQF\LVQRW
UHTXLUHGWRLQFOXGHLQLWVV\VWHPRIVXSHUYLVLRQDQLQVXUDQFH
SURGXFHU¶VUHFRPPHQGDWLRQVWRFRQVXPHUVRISURGXFWVRWKHUWKDQ
WKHDQQXLWLHVRIIHUHGE\WKHLQVXUHUJHQHUDODJHQWRULQGHSHQGHQW
DJHQF\
F  1RWHWKHVHFODULILFDWLRQVWRWKHVFRSHRIWKHVXSHUYLVRU\
UHTXLUHPHQWVSDUDOOHOWKRVHDSSOLHGXQGHU),15$5XOH
 'HIHUHQFHWR),15$6XLWDELOLW\UXOHIRUYDULDEOHDQQXLW\VDOHV
D  &RPSOLDQFHZLWK),15$¶VVXLWDELOLW\UXOHZLOOVDWLVI\WKH
UHJXODWLRQ¶VVXLWDELOLW\UHTXLUHPHQWVIRUYDULDEOHDQQXLW\
UHFRPPHQGDWLRQV
E  'HIHUHQFHWR),15$VXLWDELOLW\VWDQGDUGVDQGSUDFWLFHVLQ
YDULDEOHDQQXLW\VDOHVGRHVQRWKRZHYHUOLPLWWKHLQVXUDQFH
FRPPLVVLRQHU¶VDELOLW\WRHQIRUFHWKHUHJXODWLRQ
' 5HFRUGNHHSLQJ
 ,QVXUHUVJHQHUDODJHQWVLQGHSHQGHQWDJHQFLHVDQGLQVXUDQFH
SURGXFHUVPXVWPDLQWDLQRUEHDEOHWRPDNHDYDLODEOHWRWKH
FRPPLVVLRQHUUHFRUGVRIWKHLQIRUPDWLRQFROOHFWHGIURPWKHFRQVXPHUDQG
RWKHULQIRUPDWLRQXVHGLQPDNLQJWKHUHFRPPHQGDWLRQVWKDWZHUHWKH
EDVLVIRULQVXUDQFHWUDQVDFWLRQVIRU>DVSHFLILHGQXPEHURI@\HDUVDIWHUWKH
LQVXUDQFHWUDQVDFWLRQLVFRPSOHWHGE\WKHLQVXUHU
 $QLQVXUHULVSHUPLWWHGEXWVKDOOQRWEHUHTXLUHGWRPDLQWDLQ
GRFXPHQWDWLRQRQEHKDOIRIDQLQVXUDQFHSURGXFHU
 5HFRUGVUHTXLUHGWREHPDLQWDLQHGE\WKLVUHJXODWLRQPD\EH
PDLQWDLQHGLQSDSHUSKRWRJUDSKLFPLFURSURFHVVPDJQHWLFPHFKDQLFDO
RUHOHFWURQLFPHGLDRUE\DQ\SURFHVVWKDWDFFXUDWHO\UHSURGXFHVWKH
DFWXDOGRFXPHQW
( (QIRUFHPHQW3RZHUVDQG0LWLJDWLRQ3URYLVLRQV
 7RLPSOHPHQWWKHUHJXODWLRQWKHVWDWHLQVXUDQFHFRPPLVVLRQHUPD\
RUGHU
D  $QLQVXUHUWRWDNHUHDVRQDEO\DSSURSULDWHFRUUHFWLYHDFWLRQIRU
DQ\FRQVXPHUKDUPHGE\WKHLQVXUHU¶VRUE\LWVLQVXUDQFH
SURGXFHU¶VYLRODWLRQRIWKLVUHJXODWLRQ
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E  $QLQVXUDQFHSURGXFHUWRWDNHUHDVRQDEO\DSSURSULDWH
FRUUHFWLYHDFWLRQIRUDQ\FRQVXPHUKDUPHGE\WKHLQVXUDQFH
SURGXFHU¶VYLRODWLRQRIWKLVUHJXODWLRQDQG
 $Q\DSSOLFDEOHSHQDOW\XQGHUWKHVWDWHFRGHPD\EHUHGXFHGRU
HOLPLQDWHGLIFRUUHFWLYHDFWLRQIRUWKHFRQVXPHUZDVWDNHQSURPSWO\DIWHUD
YLRODWLRQZDVGLVFRYHUHG
9 2YHUYLHZRIWKH0RGLILFDWLRQVLQWKH5HYLVHG1$,&6XLWDELOLW\LQ
$QQXLW\7UDQVDFWLRQV0RGHO5HJXODWLRQ
$ ,QVXUDQFHSURGXFHUVDUHUHTXLUHGWRREWDLQLQIRUPDWLRQDERXWWKHFXVWRPHU¶V
QHHGVDQGILQDQFLDOREMHFWLYHVZKHQIRUPXODWLQJDUHFRPPHQGDWLRQIRUDQ
DQQXLW\SXUFKDVHDQGPXVWKDYHUHDVRQDEOHEHOLHIWKDWWKHUHFRPPHQGDWLRQLV
VXLWDEOH 1$,&0RGHO6HF $ % 
% ,QVXUHUVPXVWDVVXUHWKDWDV\VWHPLVLQSODFHWRVXSHUYLVHFRPSOLDQFHZLWK
WKH0RGHOLQFOXGLQJUHYLHZRISURGXFHUV¶UHFRPPHQGDWLRQV 1$,&0RGHO6HF
 )  G 
& $QLQVXUHUPXVWFRQGXFWUHYLHZVRILWVUHFRUGVWRDVVLVWLQGHWHFWLQJDQG
SUHYHQWLQJYLRODWLRQVRIWKHUHJXODWLRQ 1$,&0RGHO6HF )  H 
' :KHQDQLQVXUHUFRQWUDFWVZLWKDWKLUGSDUW\WRHVWDEOLVKDV\VWHPRI
VXSHUYLVLRQWKHLQVXUHUPXVWPRQLWRUDQGDXGLWDVDSSURSULDWHWRDVVXUHWKDW
WKHWKLUGSDUW\LVSHUIRUPLQJWKHUHTXLUHGIXQFWLRQV 1$,&0RGHO6HF
 )  E L 
( :KHQDQLQVXUHUUHOLHVRQDWKLUGSDUW\WRSHUIRUPUHTXLUHGVXLWDELOLW\
IXQFWLRQVWKHWKLUGSDUW\ZKHQUHTXHVWHGE\WKHLQVXUHUPXVWJLYHDFHUWLILFDWLRQ
WKDWLWLVSHUIRUPLQJWKHIXQFWLRQVLQFRPSOLDQFHZLWKWKHUHJXODWLRQ 1$,&0RGHO
6HF )  E LL 
) 6DOHVRIDQQXLWLHVPDGHLQFRPSOLDQFHZLWKVWULQJHQWIHGHUDOVHFXULWLHVUXOHV
SHUWDLQLQJWRVXLWDELOLW\DQGVXSHUYLVLRQ ),15$5XOH VDWLVI\WKH
UHTXLUHPHQWVXQGHUWKH0RGHO 1$,&0RGHO6HF + 
* $QLQVXUDQFHSURGXFHUVKDOOQRWVROLFLWWKHVDOHRIDQDQQXLW\XQOHVVWKH
SURGXFHUKDVDGHTXDWHNQRZOHGJHRIWKHSURGXFWDQGVKDOOEHLQFRPSOLDQFHZLWK
WKHLQVXUHU¶VSURGXFWWUDLQLQJVWDQGDUGV 1$,&0RGHO6HF $ 
+ ,QVXUDQFHSURGXFHUVZKRHQJDJHLQWKHVDOHRIDQQXLWLHVPXVWFRPSOHWHDQ
DQQXLW\WUDLQLQJFRXUVHDSSURYHGE\WKHDSSURSULDWH6WDWH 1$,&0RGHO6HF
 % 
, 7KH&RPPLVVLRQHUPD\RUGHUWKDWDQLQVXUHURUSURGXFHUWDNHDSSURSULDWH
FRUUHFWLYHDFWLRQIRUDQ\FRQVXPHUKDUPHGE\WKHLQVXUHU¶VRUSURGXFHU¶V
YLRODWLRQRIWKHUHJXODWLRQ 1$,&0RGHO6HF $   

NAIC Annuity Disclosure, Suitability, & Senior Designations (#002)

New York
North Carolina
Ohio
Oklahoma
Oregon

Rhode Island
South Carolina
Texas
Utah
Vermont

Georgia

Massachusetts
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Tennessee

Pennsylvania
Tennessee
Virginia

Virginia
Washington
West Virginia
Wisconsin
Wyoming
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Maine

4 states have proposed the NAIC Suitability in Annuity Transactions Model (2010 version).

15 states have adopted the NAIC Suitability in Annuity Transactions Model (2006 version).
Alabama
Georgia
Maine
Nevada
Arkansas
Indiana
Massachusetts
North Carolina
Arizona
Louisiana
Montana
Oklahoma

32 states have adopted NAIC Senior-Specific Certifications.
Alaska
Illinois
Minnesota
Arkansas
Indiana
Missouri
Colorado
Iowa
Nevada
Connecticut
Kansas
New Hampshire
Dist. of Columbia
Kentucky
New Jersey
Hawaii
Maryland

OVERVIEW OF STATE ACTIVITY TO DATE:

Additional Resources: Annuity Issue Page; Annuity Compliance Service; Law Survey: Use of Disclosure Documents- Life Insurance and Annuities; Law Survey: Producer
Use of Senior-Specific Certifications; Issue Status Chart: Individual Annuity Reserve Table.

*Annuities: Creating Guaranteed Income for Life (3/24/2014): This issue brief explains the important role annuities play in retirement as well as the strong public policy
behind their current tax treatment. This document was produced in coordination with the Association for Advanced Life Underwriting (AALU), GAMA International, the Insured
Retirement Institute (IRI), the National Association of Insurance and Financial Advisors (NAIFA), and the National Association of Independent Life Brokerage Agencies
(NAILBA). Download the brief Annuities: Creating Guaranteed Income for Life (PDF).

The chart tracks state adoption of the NAIC Suitability (formerly Senior Protection) in Annuity Transactions Model Regulation, the NAIC Annuity Disclosure Model Regulation,
Use of Senior-Specific Certifications and variations of the models. ACLI actively supports state adoption on a uniform basis of the NAIC Suitability in Annuity Transactions
Model Regulation, the NAIC Annuity Disclosure Model Regulation, and Use of NAIC Senior-Specific Certifications. Bill text, digest and legislative history are available in ACLI's
Legislative Tracker. Also, proposed and adopted regulations are available through ACLI's Advance Services and the Market Conduct Compliance Service.
Contacts: Kristin Abbott 202.624.2162.

(As of May 8, 2015)

Issue Status Chart:
NAIC Annuity Disclosure, Suitability in Annuity Transactions,
& Senior-Specific Certifications Model Regulations
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Updates This Publication Include: CT, TN, WV

(Updates in bold. Shaded boxes denote activity prior to 2015.)

10 states have adopted the recent version of the NAIC Annuity Disclosure Model Regulation
Alabama
Iowa
Oklahoma
West Virginia
Colorado
New Jersey
Rhode Island
Georgia
Ohio
Utah

Texas
Washington
Wisconsin

Wisconsin
Wyoming

NAIC Annuity Disclosure, Suitability & Senior Designations

South Carolina
South Dakota
Texas
Utah
Washington
West Virginia

23 states have adopted variations of older versions of the NAIC Annuity Disclosure Model Regulation
Alaska
Idaho
Montana
North Carolina
Arizona
Kentucky
Nevada
North Dakota
Arkansas
Maine
New Hampshire
Oregon
Florida
Maryland
New Mexico
Pennsylvania
Hawaii
Missouri
New York
South Carolina

2_states have NO suitability standards.
New Mexico
Puerto Rico

2_states have other suitability standards.
Missouri
Vermont

1 state has adopted the NAIC Senior Protection in Annuity Transactions Model Regulation.
Delaware

32 states have adopted the NAIC Suitability in Annuity Transactions Model (2010 version).
Alaska
Hawaii
Maryland
New Jersey
California
Idaho
Michigan
New York
Colorado
Illinois
Minnesota
North Dakota
Connecticut
Iowa
Mississippi
Ohio
Dist. Of Columbia
Kansas
Nebraska
Oregon
Florida
Kentucky
New Hampshire
Rhode Island

ACLI Issue Status Chart

Reg. 3 AAC 26.820+

Regulations Of The Division
Of Insurance

Notice Of Proposed
Changes In The

Adopted Regulation 3 AAC
26.750+

Reg. 3 AAC 26.770+

ALASKA

AL Admin. Code 482-1-137

AL ADC 830-X-3-.28

X

X

X

X

Senior
Designation

Page 3 of 38 pages

Effective: 6/28/09

Effective July 25, 2008

Reg. Effective: 10/16/11

Adopted 2006.

Adopted 2008.

Adopted 2006.

Effective: 03/01/15

Status
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Establishes standards and requirements for the use of seniorspecific certifications and professional designations in the
solicitation, sale, purchase, or advice made in connection with a life
insurance or an annuity contract by an insurance producer. The
rules substantively follow the NAIC model regulation, except the
rules use the term annuity “product” instead of “contract”, includes
a non-model provision in 3 AAC 26.825(a)(2) adding “oral
statements or representation”, and omits NAIC Model language,
“There is a rebuttable presumption”, at the beginning of 3 AAC
26.825(c).

The Insurance Division has published a Notice of proposed new rules
relating to the use of senior-specific certifications and professional
designations in connection with a solicitation, sale or purchase of, or
advice made in connection with a life insurance or annuity contract
by an insurance producer.

Similar to the 2010 NAIC Suitability Model.

Similar to the 2006 NAIC Suitability Model.

Includes portions of NAIC Senior-Specific Certifications Model

Similar to the NAIC Annuity Disclosure Model.

Amends annuity disclosure rule to expand the definitions section,
add a section on standards for annuity illustrations, and replace the
existing buyer’s guide with an annuity illustration example.
Incorporates the 2011 revisions to the NAIC’s Annuity Disclosure
Model Regulation.

Comments

NAIC Annuity Disclosure, Suitability & Senior Designations
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X

X

Ch. 482-1-129.05

Annuity
Disclosure
Model

X

X

Suitability
Model

Reg.482-1-129

ALABAMA

Legislative or
Regulatory Citation

ACLI Issue Status Chart

CA Ins. §10509.911

CALIFORNIA

X

Senior
Designation
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Signed by Governor:
9/20/11

Adopted 2004.

Enacted 2003.

Enacted 2006. (HB 2162)

Effective: 7/15/09

Effective: 7/15/09

Effective: 7/15/09

Status
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Similar to the 2010 NAIC Suitability Model.

Similar to the 2006 NAIC Suitability Model.

The new annuity disclosure rule by and large adheres to the NAIC
model. It deviates from the model in that it adds a provision to the
disclosure document and buyer’s guide standards stating that
disclosure statements must be signed and dated by the insurance
producer and maintained by the producer and issuing company for
five years. And, as in the revised version of the rule, the scope now
incorporates pre-need policies.

Establishes standards and requirements for the use of seniorspecific certifications and professional designations by an insurance
producer in the sale of life insurance and annuities.

Similar to the 2006 NAIC Suitability Model.

Comments

NAIC Annuity Disclosure, Suitability & Senior Designations
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X

X

Admin. Comp. R20-6212.01

X

Annuity
Disclosure
Model

X

X

X

Suitability
Model

Rev. Stat. Ann. §§ 201242+

Rev. Stat. Ann. §§ 201243+

ARIZONA

Rule 98

Rule 96

AR ADC INS 82

ARKANSAS

Legislative or
Regulatory Citation

ACLI Issue Status Chart

ACLI Comment Letter on
proposed amendments

Reg. 4-1-12

Senior
Designation
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Effective 1/1/07.

Effective: 8/1/11

Dated: 1/14/14

Effective: 07/01/14

Effective: 06/01/14

Dated: 12/6/11

Status
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ACLI submitted a comment letter on the proposed amendments to
Regulation 4-1-12. The proposed amendments would adopt the
latest updates to the NAIC Annuity Disclosure Model Regulation.

Re-proposed to change sections including requiring a free look
period of at least 15 days at or prior to the time of application in the
absence of a Buyer’s Guide and a disclosure document and having
the reg. apply to contracts sold on or after 1/1/07, the same day
the amended reg. becomes effective.

Offers criteria for the disclosure of specified data about annuity
contracts to make certain that purchasers comprehend essential
aspects of the contracts.

Similar to the 2010 NAIC Suitability Model.

This bulletin informs insurers that the NAIC has revised its Buyer’s
Guide to Fixed Deferred Annuities and that the state plans to revise
its regulation concerning requirements for annuity transactions to
refer to the 2013 NAIC Buyer’s Guide for Deferred Annuities. It also
urges insurers to examine the revised buyer’s guide and make any
essential changes to preserve compliance with Colorado insurance
regulations.

The amendments to the rule on advertising and sales of life
insurance and annuities include, in addition to technical changes,
adding new disclosure requirements and deleting the section on
conflict with other laws or regulations.

The amendments to the annuity disclosure regulation include, but
are not limited to, adding a new section on standards for annuity
illustrations, expanding the definitions section, and updating the
enforcement, severability and incorporated materials sections, as
well as adding an annuity illustration example.

Notice to licensed insurers clarifies California Department of
Insurance annuity training requirements. Insurance producers shall
not solicit the sale of an annuity product unless the producer has
adequate knowledge of the product to recommend the annuity and
the insurance producer is in compliance with the insurer’s standards
for product training. The hours of training needed before soliciting
consumers to sell annuities and hours of training needed for license
renewal are also outlined in the notice. The new requirements
become effective January 1, 2012.

Comments
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ACLI Issue Status Chart

Reg. 1214

DELAWARE

Reg. 38a-432b-1+

Reg.38a-432-1+

H. 6772

CONNECTICUT

Reg. 1-2-18

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

Annuity
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Model

X
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Senior
Designation

Page 6 of 38 pages

Adopted 2005.

Effective: 7/7/2010

Reg. Effective: 2/18/12

Effective: 6/1/09

Status

Similar to the 2003 NAIC Senior Protection Model.

Establishes standards and requirements for the use of seniorspecific certifications and professional designations in the sale of
insurance, including annuities.

Similar to the 2010 NAIC Suitability Model.

*Passed House on April 22, 2015. To Senate for
consideration. Would place restrictions and disclosures on
pension derisking transactions. Section 1, which has now
been deleted, contained onerous limitations on these
transactions: providing a disclosure to beneficiaries stating
that they will no longer have ERISA protection; providing
detailed annual statement from the insurer regarding assets;
and the limitation that derisking transactions must be
approved by the commissioner. Section 2 of the bill, which is
all that now remains, would protect annuity proceeds from
creditors.

Introduced February 11, 2015. Would require an insurance company
to provide disclosures to employees and retirees of an employer
when the company issues a group annuity contract to provide
retirement benefits. Would protect amounts payable under the
issued annuity contract from creditors of participants and
beneficiaries.

Establishes standards and requirements for the use of seniorspecific certifications and professional designations in the
solicitation, recommendation, sale or acquisition of life insurance
and annuity products.

ACLI’s letter focuses on one portion of the proposed amendments
which the NAIC has indicated states should consider omitting.
ACLI’s letter urges omission of the language.

Comments
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OIR Informational
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ACLI Comment Letter

S. 166

Update and Clarification

Notice of Correction

Rule 69B-162.011

FLORIDA

Rule 5800+

DC Mun. Regs. Tit. 26-A
§8401

DISTRICT OF COLUMBIA

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Annuity
Disclosure
Model

X

Senior
Designation

Page 7 of 38 pages

Effective: 10/1/13

Signed by governor:
6/14/13

Effective: 10/21/14

Effective: 7/30/10

Reg. Effective: 12/24/10

Status

* On August 6, ACLI staff remitted a compilation of member
company inquiries (PDF) regarding the implementation of S. 166,
Suitability in Annuities Transactions, to both the Department of
Financial Services, Division of Agent and Agency Services and the
Office of Insurance Regulation senior staff. ACLI staff was advised
on August 26 that regulatory legal staff are still working on

Provides that recommendations relating to annuities made by an
insurer or its agents apply to all consumers not just to senior
consumers. Increases the period of time that an unconditional
refund must remain available with respect to certain annuity
contracts. Makes such unconditional refunds available to all
prospective annuity contract buyers without regard to the buyer’s
age; consistent with NAIC model guidance; incorporates Florida
consumer protections; required suitability and comparison forms,
cover page, limitation on deferred sales charges.

Similar to the 2010 NAIC Suitability Model.

* Amendments to Rule 69B-162.011, relating to suitability and
disclosure in annuity investments were adopted on October 1, 2014.
The forms (Disclosure and Comparison of Annuity Contracts and
Annuity Suitability Questionnaire) incorporated in the rule were
adopted as well. The rule and forms will become effective on
October 21, 2014.

The amendments modify provisions on annuity suitability and
disclosure to conform to revisions enacted by SB 166 that revised
consumer protection laws relating to the sales of annuities by
incorporating the 2010 NAIC Suitability in Annuity Transactions
Model Regulation. They include extending protections previously
afforded only to senior consumers to consumers of any age, revising
Forms DFS-H1-1980 and DFS-H1-1981 to reflect the standards,
procedures and guidelines of the model regulation, and changing
the title to better reflect the proposed rule's scope.

Substantially similar to NAIC Senior Specific Certifications Model.

Similar to the 2010 NAIC Suitability Model.

Comments
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Prop. Rule 69B-215.235
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Effective: 11/16/11

Effective: 1/1/11

Status

The new rule on the use of designations clarifies that the only legal
designations that may be used are ones permitted by established
organizations retaining published criteria and practices guaranteeing
the constant proficiency and ethical behavior of members or
conferees and forbids the use of self-bestowed or baseless
designations.

Among other things, requires that the buyer’s guide for fixed
annuities be in the form provided by the National Association of
Insurance Commissioners Annuity Disclosure Model Regulation and
authorizes the use of policy summary as part of prospectus for
variable annuities until the NAIC or the department develops a
buyer’s guide

On January 22, 2014, ACLI staff sought clarification from
Department of Financial Services, Division of Agent and Agency
Services, on the applicability of the “FINRA Safe Harbor” provision.

responses which they will provide to ACLI staff as soon as possible.

Comments
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Signed by Governor:
6/30/08.

*Suitability Rule and Forms
adopted on October 27th and
as published on Florida
Administrative Weekly
website and FL DFS site
stipulates an effective date
of November 15. This is a
clerical error on the part of
Secretary State’s office. The
statute, which controls,
provides an effective date of
January 1, 2009 or 60 days
following the adoption of the
rule, which would be
December 25th. The Joint
Administrative Procedure
Committee has advised FL
DFS that the effective date
provided in the rule is a
“nullity” and should be
disregarded. FL DFS is
considering a General
Bulletin to this effect.

Effective: November 15,
2009*

Status

Effective upon this act becoming a law, Department of Financial
Services may adopt rules to implement this act. Sec. 9 of this act
and such implementing rules shall take effect 60 days after date on
which the final rule is adopted or 1/1/09, whichever is later.

Establishes the duties required of insurers and insurance producers
in the sale of annuity contracts to senior consumers, including the
purchase, exchange, and replacement of such contracts. Also
incorporates by reference an annuity suitability questionnaire and
an annuity contracts disclosure form.

Comments
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Implementation Date:
3/1/14

Effective: 1/7/14

Enacted 1982 and 1991.

Status

Similar to the 2006 NAIC Suitability Model.

Variation of the NAIC Annuity Disclosure Model.

Insurance Department to correct oversight from recently
promulgated amended Annuity Buyer’s Guide regulation in an
upcoming hearing. Department advises that companies are free to
include omitted language in their distributed guides in the interim.

The amendments repeal the Buyer’s Guide to Annuities, an
appendix to the regulation on disclosure requirements, and adopt a
new appendix that incorporates an updated NAIC Buyer’s Guide to
Annuities.

On Friday, January 30, ACLI staff and Insured Retirement Institute
(IRI) staff hosted a teleconference with Department of Insurance
(DOI) senior staff regarding member company concerns with the
recent adoption of Annuity Disclosure Regulation 12-2-73. The new
rule, effective January 1, 2015, provided for the adoption of the
recently updated National Association of Insurance Commissioners'
Annuities Buyer's Guides (Guide for Fixed and Variable, Deferred
Fixed & Variable Only). As part of the department's adoption under
120-2-73, struck from the scope of the then extant regulation was
the exception for variable annuities since the change to the
regulation's appendix incorporated the variable annuities buyer's
guide. Unfortunately, with that strike of the exception, the
regulation now otherwise requires the provision of a consumer
contract summary, a publication that does not accommodate the
variable space for consumer education and is not required in any
other state. On the teleconference, based on ACLI and IRI input,
DOI said that, in the short term, they are looking at developing a
department directive to provide that a prospectus will serve as a
contract summary for the purpose of compliance with the
regulation. In the long term, they would like to amend the current
rule to reflect that same policy, exempting variable annuity products
from the contract summary requirement.

The proposed amendments would repeal the suitability in annuity
transactions regulation, readopting it to incorporate the NAIC's most
recent model on suitability in annuity transactions.

Requires delivery of Annuity Disclosure Model Buyer’s Guide.

Comments
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Model

Page 24 of Appendix

Admin. Comp. ch. 120-273

Bulletin 15-EX-1

GA Proposed Reg.
120-2-73-.05

ACLI Comments

Reg. 120-2-73-.05

DOI Comments

ACLI/IRI teleconference
with DOI staff

Proposed Repeal and
Readoption of Regulation
120-2-94-.01+

GEORGIA

Stat. § 626.99

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

S. 1008

Stat. § 431:10D-601
et seq.

X

S. 1278

Similar to the NAIC Annuity Disclosure Model.

Enacts the NAIC’s Suitability in Annuity Transaction Model
Regulation. Amends “general agent” to read “managing general
agent”. Specifies applicability to an insurer, general agent,
independent agencies, or a producer in terms of the penalty being
reduced or eliminated for corrective action of a violation. Adds
“failure to obtain information” as definition of unfair methods of
competition and unfair or deceptive acts or practices. Provides that
nothing in this Act shall be construed to supersede in any manner
any provision of the Uniform Securities Act and nothing shall affect
rights and duties that matured, penalties that were incurred, and
proceedings that were begun, before the act’s effective date.
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Enacted 2006 (SB 2434)

Signed by governor 7/5/07.
Effective 1/1/08.

Informs insurance producers that the Insurance Division will
recognize annuity training completed in another jurisdiction.

Revised Memorandum 2011-2LIC

Adopts both the NAIC’s Annuity Suitability and Senior Designations
Models.

* After working with the Insurance Division for well over a year, on
August 19, 2013, ACLI and other insurance industry representatives
were able to reach an agreement with the division regarding a life
insurer’s role and responsibilities in verifying a producer’s
compliance with the annuity training required by S. 2768, passed by
Hawaii’s legislature in 2012. The insurance division had earlier
announced that it would be amending its producer appointment
form (Form APPT – Rev, 2/16/2012) to include a footnote stating
that by signing the form the life insurer verifies that the appointed
producer has completed the training or would complete that training
“before soliciting the sale of annuity products”. As part of the
parties’ agreement the insurance division agreed to remove the
footnote from the form. A revised “Notice of New Appointment” form
has now been posted on the division’s website.

Retroactive Effective Date:
1/1/12

Signed by the Governor:
6/14/11

Section 14 amends existing producer training requirements
pertaining to annuity sales, pursuant to NAIC Model requirements.

Comments

Signed by the Governor:
4/24/12

Status

X

X

Senior
Designation

S. 2768

X

Annuity
Disclosure
Model
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Similar to the 2010 NAIC Suitability Model.

Suitability
Model

Page 25 of Appendix

HI Rev. Stat. Ann.
§431:10D-621

HAWAII

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

Proposed Regulation text:
ID Prop Reg 18.01.09

Rule 3120.01+

X

X

Annuity
Disclosure
Model
Senior
Designation

Page 12 of 38 pages

Reg. Effective: 9/26/11

Adopted 2006.

Enacted 2005. (HB 117)

Effective: 7/1/08

Comments by: 8/27/08

Effective: 7/1/08.

Signed by Governor:
3/19/08.

Effective: 7/1/10

Signed by Governor: 4/8/10

Dated: 12/13/13

Status

Page 26 of Appendix

Similar to the 2010 NAIC Suitability Model.

Similar to the NAIC Senior Protection Model Reg.

Applies to consumers over 65.

Language deviates from the NAIC model in section addressing
exempted contracts. Excludes Sect. 6D, system of supervision, and
Sect. 6E, compliance with NASD conduct rules.

From the NAIC Senior Protection Model, contains Section 6A-C
“Duties of Insurers and Insurance Producers.”

The proposed amendments to the annuity suitability rule would
remove the references to seniors, making it pertinent to all
consumers.

Adds s. 41-1941 to adopt key provisions of the NAIC model annuity
disclosure law and allow the Director to adopt the remainder of the
model by rule. The law contains two variations from the model: a
20-day free look provision reflecting current law, and a provision
added by the Department of Insurance that requires the producer
and company to obtain a signed copy of the disclosure document
from the applicant.

Similar to the 2010 NAIC Suitability Model.

This bulletin informs insurers and producers that they may satisfy
the buyer’s guide statutory requirement by providing consumers
with either the NAIC Buyer’s Guide to Fixed Deferred Annuities with
Appendix for Equity-Indexed Annuities last revised in 2007 –
ANB̻LE (1999, 2007), or the 2013 NAIC Buyer’s Guide for Deferred
Annuities – Fixed – ANB̻LE (2013).

Comments

NAIC Annuity Disclosure, Suitability & Senior Designations

© American Council of Life Insurers, 101 Constitution Avenue, NW, Washington, D.C. 20001-2133. All rights reserved.

X

X

Rule IDAPA 18.01.09

ILLINOIS

X

Stat. § 41-1940

Temporary Rule: ID Ad Reg
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H. 411

S. 1327
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IDAHO

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

Bulletin 184

Page 13 of 38 pages

Annuity Training Course
Requirement (Agents
Licensed After 1/1/12):
Immediate

Annuity Training Course
Requirement (Agents
Licensed Prior to 1/1/12):
7/1/12

Signed by the Governor:
4/6/11

Hearing date: 5/7/12

Effective: 9/8/09

Provides clarification to HB 1015 and HB 1486 regarding the
effective dates for the implementation of the training provisions and
the requirement for variable licensing. The Bulletin also provides
clarification for the insurer training provisions as well as an
exemption to the variable licensing provisions for those producers
who only sell, solicit or negotiate to pension, retirement, or profitsharing plans. The ACLI worked closely with the Department on the
details of the Bulletin, and in particular, sought further clarification

Similar to the 2006 NAIC Suitability Model.

The proposed new rule sets forth standards to safeguard consumers
from deceptive and duplicitous marketing practices with respect to
the use of senior-specific certifications and professional designations
in the solicitation, sale, or purchase of, or advice made concerning,
a life insurance or annuity product. Would adopt a substantially
similar version of the NAIC Model.

Sets forth standards to safeguard consumers from deceptive and
duplicitous marketing practices with respect to the use of seniorspecific certifications and professional designations in the
solicitation, sale, or purchase of, or advice made concerning, a life
insurance or annuity product. Adopts a substantially similar version
of the NAIC Model.

The amendments to the securities rule add new provisions
concerning the treatment by financial advisers of senior
certifications and professional designations based on the NASAA
Model.

Adopts the NAIC Senior-Specific Certifications Model.

Bulletin clarifies when amendments to Rule 3120 Suitability In
Annuity Transactions become operative. The bulletin states that
producers who hold a life insurance line of authority and intend sell
annuities have until July 1, 2012, to complete the training
requirements. The bulletin also states that insurer supervisory
requirements contained in the regulation also become operative on
July 1, 2012.

Comments
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Prop. Rule 760 IAC 1-79

760 IN Admin. Code 1-721

X

760 IAC 1-79-1 to 1-79-4

INDIANA

X

Effective: 8/23/11

Signed by Governor:
8/23/11

Dated: 10/31/11

Status
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X
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S. 1607
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Legislative or
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ACLI Issue Status Chart

X
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Designation
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Effective: 01/01/11

Effective: 4/11/12

Date: 4/3/13

Date: 10/21/13

Effective: 6/28/10

Product Specific Training
Requirement: 1/1/12

Status

Page 28 of Appendix

Similar to the 2010 NAIC Suitability Model.

Amendments bring the annuity disclosure rules of the unfair trade
practices chapter into conformity with the NAIC model. The
amendments include expanding the section on applicability and
scope, adding new definitions and specifying requirements for
providing the Buyer's Guide to mail solicitation and Internet
applicants. The amended rule contains various compliance dates.

This bulletin provides guidance concerning provisions on annuity
disclosure requirements including standards for annuity illustrations,
the Buyer's Guide, and the content of disclosure documents. This
bulletin supersedes prior memos and related e-mail.

This bulletin alerts insurers about the three new versions of the
deferred annuity buyer's guide adopted by the NAIC. Insurers and
producers are encouraged to use the appropriate newer versions as
soon as possible although they can use an appropriate version of
the new NAIC deferred annuity buyer's guide or the older version of
the NAIC deferred annuity buyer's through March 31, 2014. After
that date, companies and producers selling any fixed annuity and
those selling variable annuities or other securities registered
products must use an appropriate version of the new NAIC annuity
buyer's guide.

On April 14, the Insurance Division sent a “best practices” letter to
all Iowa licensed annuity sellers. The letter provides guidance from
the division on the interpretation of 191 IAC 15.75, suitability in
annuity transactions. It describes areas a report should contain to
determine the effectiveness of the Supervision System.

The new rule, based on the North American Securities
Administrators Association model rule, prohibits the use of senior
specific designations or certifications to imply special training or
knowledge when advising senior citizens or retirees about investing,
purchasing or selling securities.

on a reasonable effective date as well as the exemption to the
variable licensing law.

Comments
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Effective: 5/22/09

Effective: 1/14/11

Reg. Effective: 6/1/13

Adopted 2003.

Effective: 1/1/09

Adopted 2008

The amendments to the Office of the Securities Commissioner's
regulations make it disreputable for a broker-dealer, agent,
investment adviser or investment adviser representative to use a
professional designation or certification that generates a deceptive
inference that the user has specialized instruction in counseling
senior citizens. They set out the fraudulent and unprincipled
procedures that comprise justification for discipline. The
amendments are based on the March 2008 North American
Securities Administrators Association Model Rule on the Use of
Senior-Specific Certifications and Professional Designation.

Adopts the NAIC model regulation on the use of senior-specific
certifications and professional designations in the sale of life
insurance and annuities. Earlier this year Kansas had already issued
a policies and procedures document which adopted the substance of
the NAIC model. Regulation 40-9-23 merely codifies the NAIC model
as law.

Similar to the 2010 NAIC Suitability Model.

Amended regulation adopts by reference the November 29, 2012,
version of the Kansas Insurance Department's "Policy and Procedure
Regarding Suitability in Annuity Transactions." The amended
regulation brings Kansas law into conformity with the revised NAIC
Model.

General suitability standards not based on NAIC Senior Protection
Model. Reg. 191-15.68+[507B] (below) amended § 191-15.8 to
remove references to annuities.

Producers shall comply with rule 191-10.19(522B) in using seniorspecific certifications and professional designations in the sale of life
insurance and annuities.

On March 26, 2009, the Division of Insurance issued Bulletin 09-04
addressing Life Insurance and Annuity Sales Practices,
Replacements and Suitability. ACLI has received several questions
concerning the reporting requirements. It appears the Division will
rely on companies to implement their own monitoring system.
Following is guidance we received from the Division.

Comments
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Senior
Designation

Reg. K.A.R. 81-3-6+

X

Annuity
Disclosure
Model

X

X

X

Suitability
Model

Reg. K.A.R. 40-9-23

Policy and Procedure
Regarding Suitability in
Annuity Transactions

Reg. K.A.R. 40-2-14a

KANSAS

Admin. Code §§ 191-15.61
to 191-15.67

Admin. Code §191-15.8

Admin. Code §19110.19(522B) & §19115.8(3)

Bulletin 09-04

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Reg. 806 KAR 12:150

Reg. 808 KAR 10:042

Reg. 806 KAR 9:220

ACLI Comments

Reg. 806 KAR 12:120

ACLI Comments

Reg. 806 KAR 9:020

Memo: Annuity Suitability
Training

KENTUCKY

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

Annuity
Disclosure
Model

X

X

Senior
Designation

Page 16 of 38 pages

Effective 1/1/08

Adopted 2007

Effective: 2/6/09

Reg. Effective: 10/7/11

Reg. Effective: 1/1/12

Effective: 12/2/11

Dated: 12/14/11

Status

This new version was amended to incorporate comments received
after hearings were held on June 26 with comments requested by
July 6.

Establishes standards and requirements for use of senior-specific
certifications and designations in sale of securities.

Amends regulation to require insurance producers who sell, solicit or
negotiate the sale of annuities to complete four hours of training in
the classification and use of annuities, taxation, sales practices, and
replacement and disclosure requirements.

Similar to the 2010 NAIC Suitability Model.

Amended regulation includes some of the provisions in the NAIC
Model Regulation on the Use of Senior-Specific Certifications and
Professional Designations In The State of Life Insurance and
Annuities (NAIC 278-1). Specifically, it adds a provision stating that
a person shall not imply or purport to convey greater skill or
knowledge advising seniors in the sale or solicitation of life
insurance or annuity products (Section 2(3)). The regulation also
includes new language regarding the “combination of words” and
exemptions for certain job titles (similar to sections C and D of the
NAIC Model). The regulation does not adopt the entire NAIC Model
and the amendments are not word-for-word NAIC.

Memo outlines the product specific continuing education and
training requirements for any resident insurance producers who sell,
solicit, or negotiate the sale of an annuity. The memo states that
insurers who offer annuities shall get verification that producers
receive training, maintain records under Kentucky's record retention
requirement, and make the verification available to the
Commissioner upon request.

Comments

NAIC Annuity Disclosure, Suitability & Senior Designations

© American Council of Life Insurers, 101 Constitution Avenue, NW, Washington, D.C. 20001-2133. All rights reserved.

X

X

X

Suitability
Model

Page 30 of Appendix

Code ME R. 02-031 Ch.

Senior
Designation
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Adopted 2007.

Adopted 2004.

Dated: 10/8/13

Status

Page 31 of Appendix

Similar to the 2006 NAIC Suitability Model.

This bulletin alerts insurers and producers that until the Insurance
Bureau officially revises Maine Rule 915 (Annuity Disclosure),
Section 5 (Standards for the Disclosure Document and Buyer's
Guide), they are permitted to use the NAIC's recently revised
Buyer's Guide in their annuity disclosures in place of the outdated
1998 Buyer's Guide.

The Bureau of Insurance has proposed amendments to Rule Chapter
915 (Annuity Disclosure) and to Rule Chapter 917 (Annuity
Suitability). The purposes of the proposed amendments to Rule 915
are to incorporate National Association of Insurance Commissioner
(NAIC) Annuity Disclosure Model Regulation requirements relating
to illustrations and recordkeeping relating to disclosures, as well as
to repeal the required use of an outdated NAIC Annuity Buyer's
Guide and replace it with current versions. The bureau will hold a
public hearing on the proposed amendments to Rule 915 at the
Department of Professional and Financial Regulation building, 76
Northern Avenue, Gardiner, Maine at 9:00 a.m. on December 17.
The proposed amendments to Rule 917 would establish suitability
standards and producer training requirements with respect to
annuity recommendations made by insurance producers or
companies. They are intended to reflect changes made in 2010 to
the NAIC Suitability in Annuity Transactions Model Regulation in
light of the Harkins-Meek Amendment to the Dodd-Frank Act; that
amendment provides a "safe harbor" from treatment of equityindexed annuities as federal securities in jurisdictions which have
adopted the 2010 amendments to the NAIC Suitability in Annuity
Transactions Model Regulation.

The proposed amendments to the rule on suitability in annuity
transactions would provide a significantly altered framework for
determining annuity suitability, require producer training and
require, where feasible, suitability standards consistent with those
imposed by FINRA. The amended rule would also reflect 2010
changes to the NAIC Suitability in Annuity Transactions Model
Regulation.

Similar to the 2006 NAIC Suitability Model.

Comments
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Bulletin 389

ACLI Comment Letter
(Suitability)

ACLI Comment Letter
(Disclosure)

Proposed amendments to
Rule Chapter 915 and to
Rule Chapter 917

ACLI Comments

Proposed Rule R. 02-031
Ch. 917

MAINE

37 LA ADC Pt XIII, §11703

LOUISIANA

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

H. 882
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Effective: 7/1/2010

Signed by Governor:
5/20/10

Effective: 4/4/2011

Dated: 5/13/11

Sets forth standards to protect consumers from dishonest,
deceptive, misleading and fraudulent trade practices in the use of
senior-specific certifications and professional designations in the
marketing, solicitation, negotiation, sale, and purchase of, and
advice given in connection with, life insurance, health insurance and
annuities. Prohibits a person from using a senior-specific
certification or professional designation in a way that would mislead
a purchaser of life insurance, health insurance, or an annuity about
specified matters. Requires the insurance commissioner, by
regulation or order, to specify what constitutes a misleading use of
senior-specific certifications or professional designations.

Defines what constitutes misleading use of a senior retiree
credential or designation by advisors and insurance producers in
connection with life insurance, health insurance, or annuities.
Adopts a substantially similar version of the NAIC Senior
Designations Model.

This bulletin notifies insurers of amendments to the suitability in
annuity transactions regulation which generally follows the NAIC
model with minor deviations. The amendments are effective
November 1, 2011.

Bulletin answers questions regarding the adoption of the National
Association of Insurance Commissioners Suitability in Annuity
Transactions Model Regulation and new requirements for insurance
producers selling annuity products effective November 1, 2011.

The suitability in annuity transactions regulation, which generally
follows the NAIC model regulation with minor deviations, adopt
amendments to sections on duties of insurers and producers,
definitions, supervision systems, producer prohibited acts, FINRA
requirements, producer training, and compliance.

Comments
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X

S. 774

X

Bulletin 11-10

Dated: 9/13/11

Annuity Training Course
Requirement (Agents
Licensed After Reg. Effective
Date): Immediate

Annuity Training Course
Requirement (Agents
Licensed Prior to Reg.
Effective Date): 5/1/12

Product Specific Training
Requirement: 11/1/11

Reg. Effective: 11/1/11

Status
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Senior
Designation

X

X

Bulletin 11-28

Annuity
Disclosure
Model

Reg. 31.03.15

X

Suitability
Model

Reg. 31.09.12.01+

MARYLAND

917 §2

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Reg. 211 CMR 96

Opinion Letter

Proposed Reg. 211 CMR
96.01+

MASSACHUSETTS

Page 19 of 38 pages

Adopted 2006.

Similar to the 2006 NAIC Suitability Model.

August 6 State News Weekly

The Division of Insurance published an opinion letter dated August
5, 2009, on the "straight through processing" standards initiative
being advocated by ACLI and the Insured Retirement Institute
(formerly NAVA) that recognizes the ability to process the sale of
annuities electronically in Massachusetts.

Similar to the 2010 NAIC Suitability Model.

The proposed amendments to the regulation on consumer
protection in annuity transactions would make it comply with the
updated NAIC Model regulation, including adding training
requirements for insurance producer’s selling annuities. They would
also include expanding the section on duties of insurance producers
and insurers, and adding definitions.

Sec. 6 of the adopted reg. has been amended slightly (from the
proposed reg.) to reflect that compliance with the NASD Conduct
Rules satisfies compliance with the regulation.

Similar to the NAIC Suitability Model. ACLI submitted comments on
2/1/07.

Variation of the NAIC Annuity Disclosure Model.

(Same as H. 571)

As enacted, prohibits a person from using a senior or retiree
credential or designation in a way that is misleading in connection
with the offer, sale, or purchase of any security, or in advising
another person as to the value, purchase, or sale of any security.
Specifies the factors to be considered in determining whether a
person is using a senior-specific certification or professional
designation. (Same as HB571) [Note: "security" is defined to not
include any insurance or endowment policy or annuity contract
under which an insurance company promises to pay money either in
a lump sum, periodically for life, or some other specified period."]

Comments
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X

X

Effective: 7/1/07.

Adopted 2007.

Reg. 31.09.12.01+

X

Adopted 1980.

Effective: 5/7/09

Signed by Governor: 5/7/09

Admin. Code §§
31.15.04.01 to
31.15.04.07

X

Effective: 5/7/09

Signed by Governor: 5/7/09

Status

Page 33 of Appendix

Senior
Designation

S. 684

Annuity
Disclosure
Model
X

Suitability
Model

H. 571

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Effective: 7/30/08

Effective: 12/30/08
Adopted 2007.

Rule 20 CSR 700-1.147

Rule 20 CSR 700-1.148

Rule 20 CSR 400-5.410

Similar to the NAIC Disclosure Model.

This rule amends provisions on supervision in the sale of variable
annuities and variable life insurance to replace references to the
National Association of Securities Dealers (NASD) with the Financial
Industry Regulatory Authority (FINRA).

Amends the standards of professional conduct for insurance
producers selling variable annuities and variable life insurance. Also
includes new sections on standards of producer conduct for fixed
and indexed annuities.

The new section, which is consistent with the NAIC model
regulation, establishes provisions on the permissible use of seniorspecific certifications and professional designations. Includes
prohibited uses of such certifications and designations and accepted
accrediting entities.

Similar to the 2010 NAIC Suitability Model.

Insurance Producers- Annuity Solicitation Standards.

Regulation of Trade Practices- Annuity Solicitation Standards.

Adopts the NAIC model on Senior-Specific Certifications and
Professional Designations in the Sale of Life Insurance and Annuities
(Section 43).

Similar to the 2010 NAIC Suitability Model.

Similar to the 2010 NAIC Suitability Model.

Comments
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Effective: 1/30/07

Effective: 7/30/08

Effective: 1/1/09

Rule Effective: 4/10/13

Rule 20 CSR 700-1.146

Rule 20 CSR 700-1.140

MISSOURI

MS ADC 19-2:18.01

MISSISSIPPI

X

Enacted 2009

Law Effective: 6/1/13

Law Effective: 6/1/13

Status

Enacted 2002.

X

Senior
Designation

Stat. § 60k.46

X

Annuity
Disclosure
Model

Enacted 1995.

X

X

X

Suitability
Model
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Stat. § 72A.20

H. 1853

MN Stat. Ann. §72A.20372A.2036

MINNESOTA

MI Comp. Laws Ann.
§500.4153

MICHIGAN

Legislative or
Regulatory Citation

ACLI Issue Status Chart

NH Bulletin INS 14-036-AB

NH Code Admin. R. Ins.
305.02

NEW HAMPSHIRE

NV ST §688A.450

Reg. Chapter 686A

X

X

Annuity
Disclosure
Model

X

Senior
Designation

Page 21 of 38 pages

Similar to the 2010 NAIC Suitability Model.

Also see Bulletin No. 06-004.

Effective: 1/1/2015

Similar to the 2006 NAIC Suitability Model.
Re-proposed and adopted in
2006.

Adopts new provisions regulating the use of senior-specific
certifications and professional designations, including prohibiting a
producer from using senior-specific certifications or professional
designations when the producer has not received any specialized
training in the servicing of seniors from a qualified organization
(Similar to NAIC Model).

Bulletin responds to queries received by the Nebraska Department
of Insurance regarding annuity training requirements for producers
who hold a life insurance line of authority. Insurance producers who
hold a life insurance line of authority and want to solicit the sale of
annuity products are required to complete, within 6 months after
July 19, 2012, a one-time, four-credit training course approved by
the Department of Insurance.

Similar to the 2010 NAIC Suitability Model.

Similar to the 2010 NAIC Suitability Model.

Non model, suitability provisions.

Comments
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Adopted 2005.

Effective: 7/1/11

Dated: July 6, 2012

Law Effective: 7/19/12

Signed by the governor on
5/8/07. Effective 10/1/07.

Adopted 1998 and 1999.

Status
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X

X

X

Bulletin CB-128

NEVADA

X

X

X

Suitability
Model

NE Rev. St. §44-8103

NEBRASKA

MT Code Ann. §33-20-802

Admin. R. 6.6.801- 6.6.806

MONTANA

20 MO Code Regs. 7001.146

20 MO Code Regs. 4001.020

MO Ann. Stat. §376.671

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Admin. Code Ins. 306.02 to
306.9

Rule 311.01+

Admin. Code Ins.
301.06(1)

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Annuity
Disclosure
Model

X

Senior
Designation

Page 22 of 38 pages

Adopted 1983 and 2001.

Effective: 3/1/09

Status

Variation of the NAIC Annuity Disclosure Model. These sections
have all expired as of 2009.

The new rule on using senior specific certifications and professional
designations is based on the NAIC model and establishes measures
for using the designations in the solicitation, recommendation, sale
or acquisition of life insurance and annuity products.

ACLI has commented to the Commissioner of Insurance on his
recent suitability Bulletin 07-047-AB, expressing its deep concerns
with the new compliance requirements for insurers set forth in the
Bulletin.

Commissioner Sevigny has published a Bulletin (07-47-AB) that
outlines the Department's position on suitability standard to both
life insurance and annuities.

Comments
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Suitability
Model
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Bulletin 14-05

NEW JERSEY

Legislative or
Regulatory Citation

ACLI Issue Status Chart

x

Annuity
Disclosure
Model
Senior
Designation

Page 23 of 38 pages

Effective: 06/30/14

Status

Update: As previously reported, the Department of Banking and
Insurance (DOBI) issued Bulletin No. 14-05 notifying insurers that
effective June 30, 2014, they must use the new NAIC Buyer's Guide
to Fixed Deferred Annuities. ACLI became aware that the Buyer’s
Guide originally posted on the DOBI’s website was incorrect. It is
now corrected. ACLI has confirmed with the DOBI that companies
may also continue to use NAIC version ANB-LA, Buyer's Guide for
Deferred Annuities - Fixed and Variable (2013).

Bulletin Clarification: As previously reported, the New Jersey
Department of Banking and Insurance (DOBI) issued Bulletin No.
14-05, Use of Annuity Buyer’s Guide, on April 2, 2014. This bulletin
notifies all authorized/admitted insurers and all insurance
producers/agents that transact annuity business in New Jersey, that
the NAIC has adopted a new buyer's guide and the DOBI has posted
the new buyer’s guide on its website. Per the bulletin, pursuant to
N.J.A.C. 11:4-59.3(b), an insurer shall provide a consumer who
applies for an annuity a buyer’s guide regarding the sale of
annuities, as approved by the NAIC and shall utilize the NAIC
Buyer’s Guide to Fixed Deferred Annuities. Insurers and individuals
subject to the notice requirement may begin to use the posted
buyer’s guide immediately, but must utilize it no later than June,
30, 2014. The bulletin further provides that the buyer’s guide shall
be “modified” to reflect the 10 and 15 cancellation periods per New
Jersey law 11:4-59.3. ACLI has confirmed with the DOBI that it
is not the intent of the DOBI to require insurers to modify the NAIC
Buyer’s Guide free look language. Per the DOBI, New Jersey’s free
look laws are adequately described in the new NAIC Buyer’s Guide
and there is no need for insurers to make any changes.

Bulletin provides insurers and insurance producers with an updated
NAIC Buyer's Guide for Deferred Annuities, use of which is required
by June 30, 2014. Per the Bulletin, the DOBI is notifying all
authorized/admitted insurers and all insurance producers/agents
that transact annuity business in New Jersey, that the NAIC has
adopted a new Buyer's Guide and the DOBI has posted the new
Buyer's Guide on its website. Pursuant to N.J.A.C. 11:4-59.3(b), an
insurer shall provide a consumer who applies for an annuity, a
buyer's guide regarding the sale of annuities, as approved by the
NAIC and shall utilize the Buyer's Guide to Fixed Deferred Annuities.
Insurers and individuals subject to the notice requirement may
begin to use the posted Buyer's Guide immediately, but must utilize
it no later than June, 30, 2014.

Comments
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13 N.M. Admin. Code
§§ 9.12.1 to 9.12.13

12 N.M. Admin. Code §
11.17.1+

NEW MEXICO

Rev. Stat. § 17B:25-20

X

Page 24 of 38 pages

Adopted 1997 and 2000.

Effective: 1/1/10

Enacted 1981 and 2005.

Effective: 7/6/10

Establishes standards and requirements for use of senior-specific
certifications and designations in sale of securities. (Based on
NASAA Model)

Limits maturity dates & surrender charges for annuities sold to
seniors.

Adopts a substantially similar version of the NASAA Model Rule on
the Use of Senior-Specific Certifications and Professional
Designations and applies its prohibitions to the offer, sale or
purchase of a security.

Establishes limitations on insurance producers, insurers and
fraternal benefit society representatives regarding the use of
certifications, professional designations, or forms of advertising
expressing that the person or entity has special education, training
or experience in advising or servicing senior citizens or retirees, in
connection with the solicitation, negotiation of sale of life insurance.

This Bulletin clarifies that by delaying the operative date of certain
provisions on producer training and the sale of annuities until
August 4, 2013, producers newly licensed to sell annuities on or
after February 4, 2013 may sell the types of annuities to which the
rules apply, but must complete the required training course by
August 4, 2013 in order to continue to sell those annuities after that
date. The Bulletin also provides information on approved annuity
training courses.

Similar to the 2010 NAIC Suitability Model.

Comments
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X (NASAA)

X

S. 1745

Effective: 3/7/11

Dated: 2/6/13

Reg. Effective: 2/4/13

Status
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Senior
Designation

X

X

Bulletin 13-01

Annuity
Disclosure
Model

Rule 11:4-60.1+

X

Suitability
Model

NJ Admin. Code §11:459A.1

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Emergency Reg. 187

Page 25 of 38 pages

Expires:7/29/13

Effective: 5/31/13

Expires: 4/2/13

Emergency regulation establishes requirements for insurers and
producers to determine a consumers' suitability prior to
recommending or selling an annuity. This emergency regulation is
substantially similar to the NAIC Suitability in Annuity Transactions
Model Regulation. Emergency regulation expires July 29, 2013.

Emergency regulation establishes standards and requirements for
the use of senior-specific certifications and designations in the sale
of life insurance and annuities. Specifies prohibited uses of seniorspecific certifications and professional designations. Emergency
regulation expires April 2, 2013.

New rule establish standards and requirements for the use of
senior-specific certifications and designations in the sale of life
insurance and annuities. Also, specifies prohibited uses of seniorspecific certifications and professional designations. Follows the
NAIC Model Regulation on the Use of Senior-Specific Certifications
and Professional Designations in the Sale of Life Insurance and
Annuities.

Would place restrictions on the sale of annuities to seniors and
provide for suitability requirements and the establishment of a
system to supervise recommendations. Would, among other
provisions, require annual 3 hours training on suitability in annuity
and life insurance transactions and would prohibit the false use of
insurance designations.

Similar to the 2010 NAIC Suitability Model.

Legislation (A. 1787/S. 7254) enacted in New York requires a
person or business using a senior specific designation in advertising
to disclose the basis or source for the designation. Policymakers
passed the new law to give consumers additional information about
the legitimacy of senior designations. If in writing, the disclosure
regarding the designation must be in a size sufficient to be
noticeable for an ordinary consumer to read and understand. If
provided orally, the message regarding the senior designation must
be communicated in such a way that the consumer can hear and
comprehend the notice. The new law amends the general business
section of the New York statutes and is applicable to all businesses.
The law is not insurance specific and does not follow the NAIC Model
Regulation on the Use of Senior Specific Certifications and
Professional Designations in the Sale of Life Insurance and
Annuities.

Comments
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X

X

Emergency Reg. 199

Effective: 2/1/13

Effective: 2/20/13

Effective: 8/14/13

Effective: 11/21/2014

Status

X

X

Senior
Designation

Reg. 199

Annuity
Disclosure
Model

Introduced: 1/9/13

X

Suitability
Model

Page 39 of Appendix

A. 634

11 NYCRR 224.1

A. 1787/S. 7254

NEW YORK

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Effective: 2/1/10

Adopted 1990, 1997 and
2003.

Status

Page 26 of 38 pages

Reg. Effective: 7/1/11

Effective: 01/01/15

Effective: 01/01/15

Adopted 1984 and 2001.

Effective: 8/1/07.

Signed by the Governor
4/12/07.

Law Effective: 8/1/11

Signed by the Governor
7/28/07. Effective 1/1/08.

Similar to the 2010 NAIC Suitability Model.

The amendments to the annuity disclosure rule include references to
the updated version of the NAIC Annuity Disclosure Buyer’s Guide.

The amendments rescind the annuity disclosure rule because it does
not include reference to the updated version of the NAIC Annuity
Disclosure Buyer's Guide.

Rules cover recommendations to consumers over 65.

Passed Senate unanimously with an amendment correcting the
deviation in the section mentioned above.

Similar to the NAIC Suitability Model. There is a deviation in the
Mitigation of Responsibility section. It appears to be a drafting error
and is expected be corrected before the hearing.

Similar to the 2010 NAIC Suitability Model.

Similar to the 2006 NAIC Suitability Model.

Omnibus bill including NAIC Annuity Disclosure model language.

Requires submission of suitability form.

Incorporates by reference the NAIC Model Regulation on the Use of
Senior-Specific Certifications and Professional Designations, which
establishes standards and requirements for the use of seniorspecific certifications and professional designations in the sale of life
insurance and annuities.

Variation of the NAIC Annuity Disclosure Model addressing group
annuity contracts and funding agreements.

Comments
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X

Rule 3901-6-14

Rule 3901-6-13

X

Rescission Of Rule 3901-614

OHIO

X

X

S. 2155

Admin. Code § 45-02-0214

X

ND Cent. Code §26.1-34.201.1

NORTH DAKOTA

NC Gen. Stat. §58-60-155

Enacted 2005. (HB 655)

X

Senior
Designation

Gen. Statutes §58-60+

X

Annuity
Disclosure
Model

Adopted 1976 and 1992.

X

Suitability
Model
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Admin. Code tit. 11 ch. 12
§ .0420

Rule 11 NCAC 12.0461

NORTH CAROLINA

Admin. Code tit. 11
§§ 40.0 to 40.6 (Reg. 139)
(1990)
§§ 53-1.1 to 53-1.6
(Reg. 74)

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

OK Admin. Code §365:2517-2

X

Senior
Designation

Page 27 of 38 pages

Effective: 7/14/10

Dated: 1/11/12

Dated: 10/24/13

Effective: 09/15/14.

Effective: 3/1/07.

Adopted: 2007.

Effective: 7/1/09

Dated: 5/10/11

Status

Page 41 of Appendix

Similar to the 2006 NAIC Suitability Model.

Notice states that the 4 hour annuity training requirement for
producers selling annuities is now applicable to resident and
nonresident producers. The Insurance Department will allow a 90
day grace period for nonresident producers to comply. Those
producers who have satisfied an annuity training requirement in
another state with substantially similar provisions as the Oklahoma
rule will be deemed to satisfy the Oklahoma requirement, according
to the notice.

This bulletin informs insurers that the Insurance Department in
2014 will amend its rule on Standards for the Disclosure Document
and Buyer's Guide to include language in the updated 2013 NAIC
Buyer’s Guide to Annuities. Until that time, the Insurance
Department will allow insurers and producers to use either the
version currently being used or the recently updated NAIC Buyer's
Guide.

Amends annuity disclosure provisions that require insurers to use
the buyer's guide found in Appendix S by revoking Appendix S and
instead requiring insurers to use the most current version of the
NAIC Buyer's Guide to Annuities.

Similar to the NAIC Annuity Disclosure Model.

Creates procedures and prerequisites in the application of seniorspecific certifications and designations by insurance agents in the
counseling, sale, solicitation or negotiation of life or health
insurance policies or annuity products.

The bulletin provides a reminder that as of July 1, 2011, the
suitability of annuity sales rule imposes a new one-time annuityspecific continuing education requirement on insurance agents who
engage in the sale, solicitation or negotiation of annuity products.
This one-time requirement is in addition to the company provided
product specific training.

Comments
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X

Annuity Training Notice

X

Bulletin 2013-02

X

Annuity
Disclosure
Model

X

X

Suitability
Model

Rule 365:25-19-5

OKLAHOMA

Reg. 3901-6-14

Rule 3901-5-11

Bulletin 2011-07

Legislative or
Regulatory Citation

ACLI Issue Status Chart

40 PA Cons. Stat. Ann.
§627-2

PENNSYLVANIA
X

Similar to the 2006 NAIC Suitability Model.

The Insurance Division has started a rulemaking process to adopt
the Annuity Disclosure Model by rule. A rulemaking advisory
committee meeting will be held 5/5.

General suitability standards not based on NAIC Senior Protection
Model.

Establishes criteria to safeguard consumers from deceptive and
dishonest marketing practices. It provides protection relating to the
use of distinctive descriptions and certifications in the solicitation,
transaction or acquisition of, or counsel made, concerning an
insurance product or in offering advice as to the value of or the
suitability of purchasing insurance. The adopted rule goes beyond
the NAIC model and applies to all designations, not just those used
in the senior market.

Similar to the 2010 NAIC Suitability Model.

Similar to the NAIC Annuity Disclosure Model.

Amends annuity disclosure provisions that require insurers to use
the buyer's guide found in Appendix S by revoking Appendix S and
instead requiring insurers to use the most current version of the
NAIC Buyer's Guide to Annuities.

The rule amends provisions on standards for determining if an
insurance company is in a hazardous financial condition,
requirements for prepaid funeral benefits, conversion from trust to
insurance funded contracts, commissioner’s authority, and viatical
settlement licensing and reporting requirements. Adds a new
regulation on the use of senior-specific certifications and
professional designations in the sale of life insurance and annuities
and new sections on viatical settlement standards for evaluation of
reasonable payments for terminally ill insureds, advertising filing
requirements, prohibited practices, insurance company practices,
and the transition period for existing licenses. Also revokes
Subchapter 13 on the regulation of life settlements and adds new
appendices for a required brochure and forms for viatical
settlements.

Comments
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Effective: 8/15/08

X

OAR 836-051-0900

Effective: 11/1/09

Reg. Effective: 7/1/11

Adopted 2006.

Effective: 09/15/14.

Effective: 7/14/09

Status

Adopted 2004.

X

X

Senior
Designation
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OAR 836-080-0090

Rule 836-080-0160

Rule 836-080-0170+

OREGON

X

Rule 365:25-19-1

Annuity
Disclosure
Model

X

X

Suitability
Model

OK Rule 365:25-19-5

Rule 365:25+

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Based on the NAIC model regulation, establishes standards and
requirements for the use of senior-specific certifications and

Older version of the NAIC Annuity Disclosure Model.

Similar to the 2010 NAIC Suitability Model.

Based on the NAIC model, the new regulation on senior
specifications was adopted to offer continuity with other states. It
establishes criteria to protect consumers from deceptive marketing
practices concerning the use of senior-specific certifications and
professional designations in the purchase, solicitation, sale or advice
made in connection with life insurance or annuity products.

The new regulation stipulates the minimum information that is
required to be disclosed and the manner for disclosing it relating to
the sale of annuity contracts. It makes certain that consumers
comprehend specific essential attributes of annuity contracts and is
based on the NAIC model.

Details producer training requirements for annuity suitability prior to
the sale, solicitation, or negotiation of policies or contracts, effective
June 1, 2011. Includes details on course approval, hours of training
required, evidence of compliance with training requirements, and
record retention.

Similar to the 2010 NAIC Suitability Model.

Regulation establishes standards and requirements for the use of
senior specific certifications and designations in the offer, sale, or
purchase of securities. The regulation is substantially similar to the
NAIC Model Regulation on the Use of Senior-Specific Certifications
and Professional Designation with the exception of certain stylistic
drafting changes.

Brings rule into compliance with the NAIC model act. Includes
requiring a new Buyer's Guide, adding a new section describing the
criteria for annuity illustrations and augmenting the essentials
necessary in the disclosure document.

Variation of the NAIC Annuity Disclosure Model addressing variable
annuity and variable accumulation annuity contracts.

Comments
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Effective: 5/28/10

Reg. Effective: 9/25/11

Effective: 5/26/09

Effective: 9/30/09

Effective: 6/1/11

Dated: 4/22/11

Reg. Effective: 1/20/11

Effective: 1/13/11

Effective 02/18/14.

Adopted 1978.

Status

Reg. 69-40.1

X

X

X

Senior
Designation

Adopted 1986.

X

X

Annuity
Disclosure
Model

Page 43 of Appendix

Ins. Reg. 69-39

Reg. 69-29

SOUTH CAROLINA

Reg. 112

X

X

Bulletin 2011-02

Reg. 41

X

Suitability
Model

RI ADC 11-5-12:3

Reg. Securities 501-1

ACLI Comments

Reg. 41

RHODE ISLAND

Admin. Code tit. 31
§§ 85.38 to 85.39

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

TN Ad Reg 0780-01-86+

Annuity Training

Annuity
Disclosure
Model

X*(NASAA)

Senior
Designation
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Effective: 7/6/08

Date: 5/22/13

Effective: 12/9/10

Signed by Governor:
2/23/12

Status
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The Department of Insurance (TDI) has taken action to update and
extend reciprocity on agents' annuity training to all states that have
adopted the NAIC Suitability in Annuity Transactions Model

Similar to the 2006 NAIC Suitability Model.

On May 22, 2013, a Bulletin was issued addressing questions arising
from Reg. sec. 0780-1-86 suitability in annuity transactions. The
department’s insurance and securities divisions jointly authored the
bulletin to provide guidance to insurance producers, investment
advisers, investment adviser representatives and broker-dealer
agents about the permissible and prohibited activities of InsuranceOnly and Securities-Only persons. The bulletin follows Iowa
Insurance Bulletin 11-4, a bulletin that had the approval of industry.

*On May 5, the Department of Commerce and Insurance held
a hearing on proposed regulation, 0780-01-86, Suitability in
Annuity Transactions. ACLI testified in support of the
regulation, but requested a lead time for compliance of 6
months from the effective date. The record has been left
open for 2 weeks to allow for additional comments.

The Insurance Department published Proposed Regulation 0780-0186-.01 on Annuity Suitability. As published, the regulation deviates
(PDF) from the model for insurance producer training as it does not
contain a six month grace period. ACLI submitted a comment letter
(PDF) to the department asking that the model regulation language
be used in Tennessee. A hearing on the regulation is scheduled for
May 5 at 9:00 a.m.

Adds new rule to prohibit the use of senior specific designations or
certifications to imply special training or knowledge when advising
senior citizens or retirees about investing, purchasing or selling
securities (adopts NASAA Model). Also replaces the name "National
Association of Securities Dealers" with "Financial Industry
Regulatory Authority, Inc."

Similar to the 2010 NAIC Suitability Model.

designations in the sale of life insurance and annuities.

Comments
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TENNESSEE

Rule 20:08:03

SD Codified Laws §58-33A13 to 58-33A-27

SOUTH DAKOTA

Legislative or
Regulatory Citation

ACLI Issue Status Chart

H. 4492

H. 1294

Rule 28 TAC 3.9701+

TX Ins. Code Ann.
§1115.003

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

Annuity
Disclosure
Model

X

Senior
Designation
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Effective: 9/1/09. Chapter
No. 1093

Signed by Gov: 6/19/09

Signed by the governor
6/19/09

Effective: 3/1/11

Signed by the Governor:
6/17/11

Status

As enacted, amends the suitability law to address annuities
registered under the Securities Act of 1933 and update reference
from NASD to FINRA.

As enacted, relates to the use of senior-specific certifications and
professional designations in the sale of life insurance and annuities.
Follows the NAIC Senior Designations and Professional Certifications
Model Regulation. Also includes agent education requirements in
the sale of annuity products and applicable only to resident agents.
Provides an April 1, 2010 compliance date for the agent continuing
education requirements. Effective date is September 1, and applies
only to the solicitation of, sale of, or advice made in connection
with, a life insurance or annuity product by an insurance agent on or
after January 1, 2010.

Adopts annuity disclosure rules that require insurers provide specific
disclosures to both annuity applicants and annuity contract owners.
The annuity disclosure rule deviates from the NAIC model regulation
and follows the substance of H. 1293, which passed during the 2009
legislative session but was vetoed by Governor Perry because the
bill contained a private right of action. The rules are applicable to
annuity transactions that occur on or after the date that is six
months after the effective date of the rule. [Ed. Note: Please see
the 2/15/11 State News Flash for additional information.]

Similar to the 2010 NAIC Suitability Model.

Regulation (NAIC model). After Texas enacted the NAIC model
through legislation in 2011, TDI only acknowledged about 18 states
as being reciprocal and lagged in updating its website to add states
that subsequently adopted the NAIC model. Outreach by ACLI and
TALHI over the past year prompted TDI to revise its web page on
July 11, 2014 to remove the listing of states and instead provide
that a Texas resident or non-resident agent may meet the Texas
annuity initial training requirement by having completed an initial
training course that has been approved in Texas or in a state that is
also compliant with the National Association of Insurance
Commissioners (NAIC) annuity training model requirements.

Comments
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Reg 14 VAC 5-43-10+

VIRGINIA

VT Stat. Ann. Tit. 8
§4724(16)
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Effective: 5/15/09

Signed by Governor
6/1/09. This act shall take
effect on July 1, 2009,
except that Secs. 1, 2, and
5 of this act shall take
effect January 1, 2010.

Effective: 9/1/11

Adopted 2004.

Effective: 2/25/09

The new regulation, which closely follows the NAIC model

Non model, suitability provision.

Creates new law authorizing the Commissioner of Business,
Insurance, Securities and Health Care Administration (BISHCA) to
extensively regulate life settlements, while specifically prohibiting
stranger-originated life insurance (STOLI) transactions. Authorizes
BISHCA to adopt rules that would govern credentials, certifications,
and designations of those holding themselves out as possessing
special levels of expertise regarding senior investments.

Adopted rule prohibits the use of senior specific-certifications and
designations to imply special training or knowledge in the offer,
sale, or purchase of securities or insurance, or in providing
investment advice regarding securities or insurance. Adopts a
similar version of the NAIC Model Regulation on the Use of SeniorSpecific Certifications and Professional Designations.

The new rule institutes criteria for using senior-specific certifications
and professional designations by insurance producers and
consultants, broker-dealers and investment advisors in the sale of
life insurance, annuities, and accident and health products.

Similar to the 2010 NAIC Suitability Model.

The Insurance Department has amended Regulation R590-229-9 to
extend the enforcement date from 45 days after the regulation’s
effective date to 65 days after the regulation’s effective date. The
effective date of the regulation is May 27, 2014.

Amendments to the annuity disclosure rule update the incorporated
NAIC Annuity Buyer's Guide to the 2013 versions. The revised
Buyer's Guides include annuities in general, fixed annuities and
variable annuities as well as deferred annuity, deferred annuity
fixed and deferred annuity variable buyer's guides.

Comments
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Rule Effective: 3/26/12

Effective: 3/11/14

Status

Page 46 of Appendix

Senior
Designation
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X

X

Annuity
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Model

X

X

X

Suitability
Model

Reg. SI-11-03

VERMONT

R590-229-1

R590-252

Rule R590-230-1+

Rule R590-229-4+

UTAH

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Effective: 3/16/12

Rule Effective: 3/29/12

Effective: 4/1/07.

Adopted: 2006.

Effective: 4/1/07

Adopted: 2006.

Status

S. 189

S. 187

WEST VIRGINIA
Senate Bill 187 was signed into law on March 5, 2015. The bill
authorizes the adoption of rulemaking put forward by the office of
the insurance commissioner in 2014, which provides for the

Requires that annuities sold in the state be appropriate for the age
and financial situation of the owner. Sets forth various requirements
for insurers and producers concerning the sale of annuities.
Requires the Commissioner to adopt by rule, annuity suitability
standards, upon reviewing standards previously established by the
NAIC and other states. Includes the Mitigation of Responsibility
section of the NAIC model and updates the FINRA safe harbor
language to refer to "registered" annuities. Requires the
Commissioner to notify the Legislature if a change is made in the
types of annuities subject to registration under the Securities Act of
1933. (Same as H. 1563)

Older version of the NAIC Annuity Disclosure Model.

New rule establishes standards and requirements for the use of
senior-specific certifications and designations in the sale of life
insurance and annuities, similar to the NAIC Model.

Similar to the 2010 NAIC Suitability Model.

Similar to the 2006 NAIC Suitability Model.

Life Insurance and Annuity Replacements

regulation, establishes standards and requirements for the use of
senior-specific certifications and designations by insurance agents in
the marketing, sale, or purchase of a life or accident and health
insurance policy, or annuity products. Applicability includes the
marketing, sale, or purchase of disability income insurance policies,
long-term care insurance policies, long-term care partnership
policies, and fixed and variable annuities.

Comments
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Effective: 02/28/2015
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Admin. Code R. §§ 284-23300 to 284-23-380

ACLI Comments

Rule 284-17-605

ACLI Comments

Rule 284-17-265 and Rule
284-23-390

WASHINGTON

14 VA Admin. Code §5-4510

14 VAC 5-30-10+

Legislative or
Regulatory Citation

ACLI Issue Status Chart

Rule 114-89

Rule 114-11B

Comment Letter

Proposed Rule 114-11E-1+

ACLI Comment Letter

H. 2334

Legislative or
Regulatory Citation

ACLI Issue Status Chart

X

Annuity
Disclosure
Model

X

Senior
Designation

Page 34 of 38 pages

Effective: 7/1/10

Reg. Effective: 7/1/11

Comment Date: 07/24/14

Status

Establishes standards and requirements for the use of seniorspecific certifications and professional designations in the sale of life

Similar to the 2010 NAIC Suitability Model.

The proposed amendments to the annuity disclosure rule, based on
the 2011-amended NAIC Annuity Disclosure Model Regulation,
would include adding a new section on standards for annuity
illustrations, adding to the "non applicability" list, adding new
definitions and renumbering the section on report to contract
owners. They also would include removing the appendices on
Equity-Indexed Annuities and Buyer's Guide, and replacing them
with an Annuity Illustration Example.

On April 24, both rules were final filed with the Secretary of State
with July 23, 2015 effective dates.

*As previously reported, S. 187 was signed into law on March 5,
2015. The bill authorizes the adoption of rulemaking put forward by
the Offices of the Insurance Commissioner (OIC) in 2014, which
provides for the adoption of the NAIC 2012 Individual Annuity
Reserve Table (2012 IAR table) and the revised NAIC Annuity
Disclosure Model Regulation. Since these rules were placed in a
bundled bill which includes other agency rules, the bill contains an
"effective immediately upon passage" mandate. However, the actual
effective date for each of the rules was ultimately dependent on the
OIC final filing of the rules with the Secretary of State. Shortly after
the bill was enacted, ACLI submitted a comment letter requesting a
delayed effective date for the annuity disclosure rule in order to
provide member companies with adequate lead time to develop and
implement the procedures and systems changes necessary to
comply with the rule.

adoption of the NAIC 2012 Individual Annuity Reserve Table (2012
IAR table) and the revised NAIC Annuity Disclosure Model
Regulation. Since these rules were placed in a bundled bill which
includes other agency rules, the bill contains an “effective
immediately upon passage” mandate. ACLI contacted the office of
the insurance commissioner’s general counsel and was advised that
in these situations the offices have entertained a phase-in period for
compliance which is sometimes provided by informational letter or
further directives at a later date. The department indicated that
they are open to suggestions and comments. ACLI will be
submitting comments this week requesting a delayed effective date
for the annuity disclosure rule.

Comments
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Signed by Governor:
5/13/10

Adopted 1974.

Effective: 3/13/10

Signed by Governor: 4/2/10

Effective: 7/16/10

Status
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Similar to the 2010 NAIC Suitability Model.

The Office of the Commissioner of Insurance (OCI) intends to
update its Buyers Guide for Annuities by implementing the NAIC
version that was revised in 2013. Wisconsin currently has its own
Buyers Guide and such a proposal (PDF) would make this guide
obsolete. The OCI is requesting data from insurers regarding
financial impact to insurers as the NAIC requires a 35 cent fee for
each guide distributed by a company to a Wisconsin resident. ACLI
member companies may provide such data to the OCI directly or to
ACLI.

The Office of the Commissioner of Insurance published Proposed
Rule ADC Ins 2.14+ that would allow insurers and agents to use the
most current version of the applicable NAIC Buyer's Guide for
Deferred Annuities, thereby discontinuing use of the outdated
Wisconsin Buyer's Guide to Annuities. The hearing for the proposed
regulation is scheduled for January 23 and comments are due by
February 6.

General suitability standard not based on the NAIC Suitability Model.

This bill adopts various regulations, including Annuity Disclosure
(Prop. Rule 114-11E) and Use of Senior Designation (Prop. Rule
114-89). While the legislation itself is effective, ACLI is working with
the Insurance Department on effective dates for the Rules.

Establishes requirements for the disclosure of information in relation
to the sale of annuity contracts. Includes requirements for the
content of the disclosure document and the Buyer's Guide. (NAIC
Annuity Disclosure Model)

insurance and annuities. (NAIC Senior Designations Model)

Comments
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Adopted 1982 & 1989.

Enacted 2004.

Signed by governor
3/26/08. Effective 3/28/08
except for following
sections: Insurance Form
Filing is effective 7/1/08 and
Suitability of Annuities is
effective 10/1/08.

Effective: 1/1/10

Status
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Variation of NAIC Annuity Disclosure Model.

Applies to consumers over 65. (SB 320)

Enacts the NAIC Interstate Insurance Product Regulation Compact
with slight deviations. Amends the suitability of annuity sales
statutes to make them apply to consumers of all ages, not just to a
person 65 or older. This makes the statute consistent with the NAIC
Suitability in Annuity Transactions Model Regulation. Provides that,
with a number of specified exceptions, a form first used on or after
the effective date of the provision that has not already been filed by
that date may be used without approval by the commissioner. The
specified exceptions, which must still be filed and approved before
use, include, among others, forms for long-term care insurance. The
Committee met on 4/22 and heard presentations from Jim Mumford
of the Iowa Department, IMSA, and FINRA regarding their activities
on suitability. The Committee has recently been given the task of
developing baseline supervision standards for the NAIC Suitability of
Annuity Sales Working Group.

The new rule creates criteria to shield consumers from deceitful
practices with respect to the use of senior-specific certifications and
professional designations in the advertising, solicitation, sale or
purchase of life insurance, annuity products or health insurance. It
follows closely the NAIC model with two discrepancies. The new rule
adds advertising to the list of practices and conduct, and health
insurance to the list of products to which the rule applies.

Comments
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Effective: 4/23/10

Hearing: 10/29/13

Comments: 8/11/13

Status
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The new rule, which deviates from the NAIC model regulation,

ACLI received confirmation from insurance department staff that
they are in the process of removing "life insurance" from the
proposed Chapter 64 Regulation. It is our understanding that the
department will either send out a notice of the rule change, or they
may withdraw the pending proposal and submit a new proposal and
allow for public comment. If the department chooses to amend and
adopt the current proposed regulation, it will become effective six
months after filing with the Wyoming Secretary of State.

The Insurance Department has posted proposed rules creating a
new Chapter 64 Regulation Governing Suitability in Life Insurance
and Annuity Transactions. The department's Statement of Principal
Reasons (PDF) for the new Chapter 64 regulation cites that the
department has experienced "a growing number of requests for
assistance following investment into products where the consumer
did not fully understand." The proposed rules attempt to somewhat
follow the NAIC Suitability in Annuity Transactions Model Regulation
(NAIC Model), with the glaring addition of inclusion of life insurance
throughout the proposal. There is also noted new language in the
comparison of the proposal to the NAIC Model.

The Department of Insurance has informally clarified that the
"FINRA safe-harbor" to sales of fixed annuities sold in compliance
with FINRA rules applies to fixed annuities. At the request of several
ACLI member companies, ACLI staff made outreach to the
department to determine whether the deviation from the NAIC
Suitability in Annuity Transactions Model Regulation in its recently
adopted Chapter 64 regulation was intentional. As adopted, the new
regulation extends the "FINRA safe-harbor" to sales of variable
products only. Department senior staff responded that "[T]he
intention is for all products (fixed or variable) sold pursuant to
FINRA suitability rules will satisfy Wyoming law." The regulation will
be reopened to include fixed annuities in §6(k). In light of the
upcoming September effective date of the rules, ACLI requested and
anticipates a department memorandum clarifying its intent of
applicability to fixed annuities in advance of proposed changes to
the regulation.

Similar to the 2010 NAIC Suitability Model.

Comments
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Adopted 1968 & 1997.

Status

Variable contract regulation on suitability of sales.

establishes standards and requirements for the use of seniorspecific certifications and designations in the sale of annuities,
accident and health insurance, and life insurance. Specifies
prohibited uses of such certifications and designations.

Comments
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-DQXDU\ DW>HPSKDVLVDGGHG@
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 7KHFRPPHQWDU\HPSKDVL]HVWKDWWKHGXW\WRPDNHDJRRGIDLWKUHDVRQDEOH
LQTXLU\PXVWEHVWUHVVHGVLQFHDQLQVXUHURUDJHQWFDQQRWFRQWLQXDOO\VHHNWR
DYRLGWKHREOLJDWLRQVLPSRVHGE\WKLVVHFWLRQE\FODLPLQJWKDWDSURVSHFW
UHIXVHGWRGLYXOJHLQIRUPDWLRQVXIILFLHQWWRPDNHDSURIHVVLRQDOHYDOXDWLRQRI
WKHVXLWDELOLW\RIYDULDEOHOLIHLQVXUDQFHWRSDUWLFXODUFLUFXPVWDQFHVId.

( :KHQWKH0RGHO9DULDEOH/LIH,QVXUDQFH5HJXODWLRQZDVVXEVWDQWLDOO\DPHQGHG
LQWRDFFRPPRGDWHIOH[LEOHSUHPLXPYDULDEOHOLIHLQVXUDQFHWKLVVXLWDELOLW\
SURYLVLRQZDVUHYLVHGDQGXSGDWHGWRUHIOHFWVWDWHDQGIHGHUDOUHJXODWRU\
FKDQJHVWKDWKDGHYROYHGVLQFHWKHRULJLQDO0RGHO9DULDEOH/LIH,QVXUDQFH
5HJXODWLRQWKDWJRYHUQHGRQO\VFKHGXOHGSUHPLXPYDULDEOHOLIHLQVXUDQFH7KH
FRPPHQWDU\H[SODLQVWKDW

 7KHDPHQGPHQWVPDGHFKDQJHVLQWKLVVHFWLRQWRDFKLHYHDPRUH
SUDFWLFDODSSOLFDWLRQRIWKHVXLWDELOLW\FRQFHSWWRVDOHVRIYDULDEOHOLIH
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directors
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UHVSHFWWRWKHVXLWDELOLW\RIYDULDEOHOLIHLQVXUDQFHIRUWKHDSSOLFDQW´

 7KHSRWHQWLDOIRUPLVFKLHIRIWKLVEURDGUHTXLUHPHQWZDVFRQVLGHUDEOH
UDLVLQJIRUH[DPSOHWKHSRVVLELOLW\RIOLDELOLW\IRUYLRODWLRQVRIWKH
VXLWDELOLW\VWDQGDUGVEHLQJLPSRVHGRQLQGLYLGXDORIILFHUVGLUHFWRUV
HPSOR\HHVRUDJHQWVZKRQHYHUHYHQNQHZRIWKHWUDQVDFWLRQ
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LQYROYHG

 7KHVHWZRDVSHFWVRIWKHRULJLQDO0RGHO9DULDEOH/LIH,QVXUDQFH
5HJXODWLRQZHUHGHOHWHGLQWKHDPHQGPHQWV6HH1$,&0RGHO
5HJXODWLRQ6HUYLFH -DQXDU\ DW

) 2WKHU1$,&LQWHUSUHWDWLYHJXLGHSRVWVRQ6HFWRQ & VXLWDELOLW\DSSHDULQD1$,&
VWDIIUHSRUWZKLFKWKH1$,&DGRSWHGLQWKDWHPSKDVL]HGthree basic areas
of ideal suitability FRQFHUQLQJ9/,

 QHHGVperceivedE\WKHLQVXUHG
 QHHGVperceivedE\WKHDJHQWDQG
 persistencySee3URFHHGLQJVRIWKH1$,&,,DW>HPSKDVLVDGGHG@
* 7KH1$,&VWDIIUHSRUWFRQWDLQVIXUWKHULQWHUSUHWLYHJXLGDQFH
 7KH1$,&VWDIIUHSRUWZDVDGRSWHGDVDQLQWHUSUHWLYHJXLGHWR6HFWLRQ & LQ
DQGRIIHUVWKHIROORZLQJODQJXDJH³DVDQLQIRUPDOFRQVHQVXV´RQWKH
PHDQLQJRIVXLWDELOLW\LQWKHPRGHOYDULDEOHOLIHLQVXUDQFHUHJXODWLRQ

D 'HILQLWLRQ±³6XLWDELOLW\´PHDQVWKHOLNHOLKRRGWKDWWKHSXUFKDVHRIYDULDEOH
OLIHLQVXUDQFHLVUHDVRQDEO\FRQVLVWHQWZLWK

 7KHexpressed insurance objectives and needs DVSHUFHLYHGE\WKH
SURVSHFWLYHLQVXUHG

 7KHreasonable objectives and needs RIWKHSURVSHFWLYHLQVXUHGDV
GHWHUPLQHGREMHFWLYHO\E\DSURIHVVLRQDODJHQWDIWHUDGLOLJHQW
UHDVRQDEOHLQTXLU\LQWRUHOHYDQWILQDQFLDOIDPLO\DQGRWKHUEDFNJURXQG
LQIRUPDWLRQFRQFHUQLQJWKHSURVSHFWLYHLQVXUHGDQG

 7KHpotential that the prospective insured will persist ZLWKWKHSROLF\
IRUVXFKDSHULRGRIWLPHWKDWWKHLQVXUHU¶VDFTXLVLWLRQFRVWVDUH
DPRUWL]HGRYHUDUHDVRQDEOHSHULRGRIWLPHSee3URFHHGLQJVRI
WKH1$,&,,DW>HPSKDVLVDGGHG@

E *HQHUDO5XOHVRI,QWHUSUHWDWLRQDFFRPSDQ\WKHVWDIIUHSRUWWKDWEHFDPH
WKHLQWHUSUHWLYHJXLGHDGRSWHGE\WKH1$,&DQGH[SODLQ

 :KHQYDULDEOHOLIHLQVXUDQFHPHHWVFKDUDFWHULVWLFV  DQG  RU  
DQG  LWLVSUREDEO\VWLOO³VXLWDEOH´LQPRVWLQVWDQFHV

 9DULDEOHOLIHLQVXUDQFHLVFOHDUO\³XQVXLWDEOH´ZKHQLWPHHWVQRQHRI
WKHWKUHHFKDUDFWHULVWLFVIRUDJLYHQSURVSHFW

 9DULDEOHOLIHLQVXUDQFHLVSUREDEO\³XQVXLWDEOH´LQWKHDEVHQFHRI
H[WUDRUGLQDU\IDFWRUVZKHQLWGRHVQRWPHHWFKDUDFWHULVWLF  

 2WKHUVLWXDWLRQVPXVWEHMXGJHGRQWKHLULQGLYLGXDOIDFWV
+ (YHQIXUWKHUFODULILFDWLRQVWRWKHVH9,VWDQGDUGVRIVXLWDELOLW\ZHUHDGGHGLQ
7KHFRPPHQWDU\H[SODLQVWKDW

 ,QDGRSWLQJWKHDPHQGPHQWVWKH1$,&UHFRJQL]HGWKDWWKHSUROLIHUDWLRQ
RIYDULDEOHOLIHLQVXUDQFHSURGXFWGHVLJQVDQWLFLSDWHGDVDUHVXOWRIWKRVH
DPHQGPHQWVPLJKWPDNHVXLWDELOLW\DQGSDUWLFXODUO\IDFWRUV  DQG  HYHQ
PRUHLPSRUWDQWSee1$,&0RGHO5HJXODWLRQ6HUYLFH -DQXDU\ DW
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>HPSKDVLVDGGHG@

 2QWKHRWKHUKDQGLWZDVXQGHUVWRRGWKDWWKHSRVVLELOLW\RIPRUHYDULDEOHOLIH
LQVXUDQFHSURGXFWVGHVLJQHGWRFRPSHWHZLWKLQYHVWPHQWRULHQWHGSURGXFWVRI
RWKHUILQDQFLDOLQVWLWXWLRQVZLOOPDNHIDFWRU  OHVVVLJQLILFDQWEHFDXVH
SROLF\KROGHUVZLOOEHPRUHOLNHO\WRPRYHDPRQJFRPSHWLQJILQDQFLDO
LQVWLWXWLRQVZLOOPDNHIDFWRU  OHVVVLJQLILFDQWEHFDXVHSROLF\KROGHUVZLOOEH
PRUHOLNHO\WRPRYHDPRQJFRPSHWLQJILQDQFLDOLQVWLWXWLRQSURGXFWVIRU
UHDVRQVVXFKDVUDWHRIUHWXUQWD[FRQVLGHUDWLRQVDQGHFRQRPLFFRQGLWLRQV
As a result, persistency will be less and less relevant as a measure of
suitability.,G

 6HFWLRQ & UHTXLUHVWKHLQVXUHUWRformally adopt LWVVXLWDELOLW\VWDQGDUGV
D (DUOLHUGUDIWVRI6HFWLRQ & VSHFLILFDOO\UHTXLUHGWKDWWKHLQVXUHU
HVWDEOLVKDQGILOHZLWKWKHFRPPLVVLRQHUJXLGHOLQHVRUprofiles of
applicants and situations LQZKLFKYDULDEOHOLIHLQVXUDQFHZRXOGQRW
JHQHUDOO\EHVXLWDEOH

E 7KLVVSHFLILFUHTXLUHPHQWZDVGHOHWHGIURP6HFWLRQ & 
, 2WKHUDVSHFWVRILQWHUHVWFRQFHUQLQJ9/,VXLWDELOLW\IURPWKH1$,&0RGHO9DULDEOH
/LIH,QVXUDQFH5HJXODWLRQ

 3ULYDWHULJKWVRIDFWLRQ7KHFRPPHQWDU\QRWHVWKDW
D $VWRWKHSRWHQWLDOOHJDOLPSOLFDWLRQVRIDGRSWLQJVWDQGDUGVRIVXLWDELOLW\LW
LVQRWXQOLNHO\LQWKRVHMXULVGLFWLRQVZKHUHWKHGRFWULQHRILPSOLHGULJKWVRI
DFWLRQLVDFFHSWHGWKDWWKHWKHRU\ZRXOGJLYHULVHWRDQHQIRUFHDEOH
REOLJDWLRQWRWKHLQVXUHG See1$,&0RGHO5HJXODWLRQ6HUYLFH -DQXDU\
 DW>HPSKDVLVDGGHG@

E )XUWKHUPRUHLWLVSUREDEOHWKDWWKHFRPPLVVLRQHUZRXOGKDYHWKH
DXWKRULW\ HLWKHUIRUPDORULQIRUPDO WRUHYHUVHDQXQVXLWDEOHVDOHXSRQWKH
UHTXHVWRIWKHSROLF\KROGHU7KLVZRXOGEHLQDGGLWLRQWRWKHIXOOUDQJHRI
VDQFWLRQVDYDLODEOHWRKLPId.

 *URXS&RQWUDFWV
D 7KHFRPPHQWDU\VWDWHVWKDWWKHUHTXLUHPHQWVRI6HFWLRQ & ZRXOGQRW
EHDSSOLFDEOHZLWKUHVSHFWWRHDFKLQGLYLGXDOHPSOR\HHLQYROYHGLQDQRQ
FRQWULEXWRU\SHQVLRQSODQVLWXDWLRQ See1$,&0RGHO5HJXODWLRQ6HUYLFH
-DQXDU\ DW

 /DSVH5DWHVQRW*HUPDQH
D 3ULRUWRWKHDPHQGPHQWVWKHVHFWLRQLQFOXGHGSURYLVLRQVSXUVXDQW
WRZKLFKODSVHUDWHVZHUHWREHXWLOL]HGDVLQGLFDWRUVRIVXLWDELOLW\

 7KHVHSURYLVLRQVZHUHEDVHGXSRQWKHUHDOL]DWLRQWKDWVXLWDELOLW\LVD
GLIILFXOWDUHDWRSROLFHDQGWKHKRSHWKDWODSVHUDWHVE\LQGLFDWLQJ
SHUVLVWHQF\ZRXOGEHDQDFFXUDWH\DUGVWLFNIRUVXLWDELOLW\



WK

Anderson v. Knox,)G  &LU cert. Denied,86  WKH86&RXUWRI
$SSHDOVIRUWKH1LQWK&LUFXLWKHOGWKDWDQLQVXUDQFHDJHQWZKRKDGLQGXFHGDFOLHQWWRSXUFKDVHH[FHVVLYH
DPRXQWVRIEDQNILQDQFHGLQVXUDQFHZDVOLDEOHIRUGDPDJHVLQFRPPRQODZIUDXGEHFDXVHWKHSROLFLHVZHUH
QRWVXLWDEOHWRWKHSODLQWLII¶VQHHGV
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 7KHDPHQGPHQWVHOLPLQDWHGUHIHUHQFHVWRODSVHUDWHVDV
PHDVXUHVRIVXLWDELOLW\
D  7KHFRPPHQWDU\H[SODLQVWKDW³>Z@LWKUHJDUGWRFRQYHQWLRQDO
LQVXUDQFHSROLFLHVODSVHUDWHVHYHQWKRVHUHIOHFWLQJH[SHULHQFH
RYHUDYHU\ORQJSHULRGRIWLPHDUHVXVSHFWDVDQLQGLFDWRURI
ZKHWKHURUQRWVDOHVRILQVXUDQFHZHUHVXLWDEOHZKHQPDGH
/DSVHUDWHVDUHHYHQOHVVUHOHYDQWWRWKHVXLWDELOLW\RIVDOHVRI
YDULDEOHOLIHLQVXUDQFH´See1$,&0RGHO5HJXODWLRQ6HUYLFH
-DQXDU\ DW
E  /DSVHUDWHVDUHDIIHFWHGE\DYDULHW\RIIDFWRUVWKHPRVW
VLJQLILFDQWRIZKLFKRUGLQDULO\LVFKDQJHVLQWKHSROLF\KROGHU¶V
SHUFHSWLRQRIWKHDWWUDFWLYHQHVVRIWKHSROLF\GXHWRFKDQJHVLQWKH
JHQHUDOHFRQRP\DQGLQWKHHFRQRPLFFLUFXPVWDQFHVRIWKH
SROLF\KROGHUId.
F  ,QWKHFDVHRIYDULDEOHOLIHLQVXUDQFHDQDGGLWLRQDOLPSRUWDQWIDFWRU
LVWKHSHUIRUPDQFHRIWKHVHSDUDWHDFFRXQWUHODWLYHWRRWKHU
ILQDQFLDODOWHUQDWLYHV%HFDXVHRIWKHVLJQLILFDQFHRIWKHVH
IDFWRUVWKHXVHRIODSVHUDWHVDVDPHDVXUHRIVXLWDELOLW\ZDV
IRXQGWREHLQDSSURSULDWHId 

- 6XLWDELOLW\,QIRUPDWLRQ5HTXLUHGRQ$SSOLFDWLRQV
 6HFWLRQ & WKH1$,&0RGHO9DULDEOH/LIH,QVXUDQFH5HJXODWLRQUHTXLUHVWKDW
YDULDEOHOLIHLQVXUDQFHDSSOLFDWLRQVcontain questions designed to elicit
suitability information from applicantsSee1$,&0RGHO5HJXODWLRQ6HUYLFH
 DW

D 7KLVUHTXLUHPHQWGRYHWDLOVZLWKWKHVXLWDELOLW\UHTXLUHPHQWVLQ6HFWLRQ
 & GLVFXVVHGDERYH

E 7KHFRPPHQWDU\WR6HFWLRQ & FURVVUHIHUHQFHVWKHUHTXLUHG
DSSOLFDWLRQLQIRUPDWLRQLQ6HFWLRQ & See1$,&0RGHO5HJXODWLRQ
6HUYLFH  DW

67$7(6:,7+68,7$%,/,7<3529,6,216,1
9$5,$%/(/,)(,1685$1&(/$:6$1'5(*8/$7,216
6WDWH

6XLWDELOLW\6WDQGDUG

6XLWDELOLW\,QIRUPDWLRQLQ
$SSOLFDWLRQ

$UL]RQD

$UL]5HY6WDW & 

$UL]5HY6WDW

$UNDQVDV

$UN&RGH$QQ$UWLFOH,,,

$UN&RGH$QQ$UWLFOH
9,,,

&DOLIRUQLD

&DO&RGH5HJVWLW F 



&RORUDGR

&ROR&RGH5HJV 9 

&ROR&RGH5HJV
 9, 

&RQQHFWLFXW

&RQQ$JHQFLHV5HJD F 

&RQQ$JHQFLHV5HJD


'HODZDUH

$GPLQ&RGH  

'HO$GPLQ&RGH  
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'&

'&0XQ5HJV7LW

'&0XQ5HJV7LW


*HRUJLD

*D&RPS5 5HJV5

*D&RPS5 5HJV5


,QGLDQD

,QG$GPLQ&RGHWLWU

,QG$GPLQ&RGHWLW
U

.HQWXFN\

.\$GPLQ5HJV



/RXLVLDQD

/D$GPLQ&RGHWLW  



0DLQH

&RGH0H5&KDSWHU
$UWLFOH9
$XWKRULW\
RI,QVXUHUWR,VVXH9DULDEOH/LIH
,QVXUDQFH

&RGH0H5
&KDSWHU
$UWLFOH9$XWKRULW\RI
,QVXUHUWR,VVXH9DULDEOH
$QQXLW\&RQWUDFWV

0DU\ODQG

0G5HJV&RGHWLW
 ' 



0DVVDFKXVHWWV 0DVV5HJV&RGHWLW  



0LFKLJDQ

0LFK$GPLQ&RGHU5XOH

0LFK$GPLQ&RGHU
5XOH

0LVVLVVLSSL

0LVV5HJ  F 



0LVVRXUL

0R&RGH5HJV$QQ7LW
  & 

0R&RGH5HJV$QQ7LW
  & 

1HEUDVND

1HE$GPLQ&RGH

1HE$GPLQ&RGH


1HZ0H[LFR

10$GPLQ&RGHWLW

10$GPLQ&RGHWLW


1RUWK&DUROLQD

1&$GPLQ&RGHWLWU   1&$GPLQ&RGHWLWU


1RUWK'DNRWD

1'$GPLQ&RGH  

1'$GPLQ&RGH


2KLR

2KLR$GPLQ&RGH ' 

2KLR$GPLQ&RGH
 , 

3HQQV\OYDQLD

3D&RGH

3D&RGH

6RXWK&DUROLQD $6&&RGH$QQ5HJV
$UWLFOH,,,

$6&&RGH$QQ5HJV
$UWLFOH9LLL

7H[DV

7H[$GPLQ&RGH  

7H[$GPLQ&RGH


9HUPRQW

9W&RGH5,  

9W&RGH5,  

9LUJLQLD

9D$GPLQ&RGH

9D$GPLQ&RGH
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7KH1$,&$QQXLW\'LVFORVXUH0RGHO5HJXODWLRQ
'LVFORVXUH6WDQGDUGVLQ$QQXLW\'LVWULEXWLRQ

&DUO%:LONHUVRQ9LFH3UHVLGHQW &KLHI&RXQVHO6HFXULWLHV /LWLJDWLRQ
$PHULFDQ&RXQFLORI/LIH,QVXUHUV$OO5LJKWV5HVHUYHG


, 6FRSHRI2XWOLQH
$ 7KLVRXWOLQHVXPPDUL]HVWKHHOHPHQWVRIWKH1$,&$QQXLW\'LVFORVXUH
0RGHO5HJXODWLRQWKHUHTXLUHG'LVFORVXUH6WDWHPHQWDQGWKHUHTXLUHG1$,&
%X\HU¶V*XLGHWR)L[HG'HIHUUHG$QQXLWLHVLQFOXGLQJDVXSSOHPHQWIRU(TXLW\
,QGH[HG$QQXLWLHV
% 7KH1$,&$QQXLW\'LVFORVXUH0RGHO5HJXODWLRQFDQEHIRXQGDW1$,&
0RGHO5HSRUWLQJ6HUYLFH, $SULO 
,, 2EMHFWLYHRIWKH$QQXLW\'LVFORVXUH0RGHO5HJXODWLRQ
$ 7RSURYLGHVWDQGDUGVIRUWKHGLVFORVXUHRIFHUWDLQPLQLPXPLQIRUPDWLRQ
DERXWDQQXLW\FRQWUDFWVWRSURWHFWFRQVXPHUVDQGIRVWHUFRQVXPHUHGXFDWLRQ
 7KHUHJXODWLRQVSHFLILHVWKHPLQLPXPLQIRUPDWLRQZKLFKPXVWEH
GLVFORVHGDQGWKHPHWKRGDQGWLPLQJRIGHOLYHULQJLW
 7KHUHJXODWLRQVHHNVWRHQVXUHWKDWSXUFKDVHUVRIDQQXLW\FRQWUDFWV
XQGHUVWDQGFHUWDLQEDVLFIHDWXUHVRIDQQXLW\FRQWUDFWV
,,, $QQXLWLHV&RYHUHGE\WKH5HJXODWLRQ
$ $OOJURXSDQGLQGLYLGXDODQQXLW\FRQWUDFWVH[FHSW
 5HJLVWHUHGRUQRQUHJLVWHUHGYDULDEOHDQQXLWLHV
 ,PPHGLDWHDQGGHIHUUHGDQQXLWLHVKDYLQJRQO\QRQJXDUDQWHHG
HOHPHQWV
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 $QQXLWLHVXVHGWRIXQG
D  $QHPSOR\HHSHQVLRQSODQZKLFKLVFRYHUHGE\WKH(PSOR\HH
5HWLUHPHQW,QFRPH6HFXULW\$FW (5,6$ 
E  $SODQGHVFULEHGE\6HFWLRQV D  N RU E RIWKH
,QWHUQDO5HYHQXH&RGHZKHUHWKHSODQIRUSXUSRVHVRI(5,6$LV
HVWDEOLVKHGRUPDLQWDLQHGE\DQHPSOR\HU
F  $JRYHUQPHQWDORUFKXUFKSODQGHILQHGLQ6HFWLRQRUD
GHIHUUHGFRPSHQVDWLRQSODQRIDVWDWHRUORFDOJRYHUQPHQWRUD
WD[H[HPSWRUJDQL]DWLRQXQGHU6HFWLRQRIWKH,QWHUQDO
5HYHQXH&RGHRU
G  $QRQTXDOLILHGGHIHUUHGFRPSHQVDWLRQDUUDQJHPHQW
HVWDEOLVKHGRUPDLQWDLQHGE\DQHPSOR\HURUSODQVSRQVRU
 6WUXFWXUHG6HWWOHPHQW$QQXLWLHV
 1RWH8QGHUWKHPRGHOUHJXODWLRQVWDWHVPD\RSWLRQDOO\HOHFWWR
H[FOXGHFKDULWDEOHJLIWDQQXLWLHVDQGVWUXFWXUHGVHWWOHPHQWDQQXLWLHVDOVR
,9 ,QIRUPDWLRQ0DQGDWHGLQ5HTXLUHG1$,&'LVFORVXUH6WDWHPHQW
$ 7KHJHQHULFQDPHRIWKHFRQWUDFWWKHFRPSDQ\SURGXFWQDPHLIGLIIHUHQW
IRUPQXPEHUDQGWKHIDFWWKDWLWLVDQDQQXLW\
% 7KHLQVXUHU VQDPHDQGDGGUHVV
& $GHVFULSWLRQRIWKHFRQWUDFWDQGLWVEHQHILWVHPSKDVL]LQJLWVORQJWHUP
QDWXUHLQFOXGLQJH[DPSOHVZKHUHDSSURSULDWH
 7KHJXDUDQWHHGQRQJXDUDQWHHGDQGGHWHUPLQDEOHHOHPHQWVRIWKH
FRQWUDFWDQGWKHLUOLPLWDWLRQVLIDQ\DQGDQH[SODQDWLRQRIKRZWKH\
RSHUDWH
 $QH[SODQDWLRQRIWKHLQLWLDOFUHGLWLQJUDWHVSHFLI\LQJDQ\ERQXVRU
LQWURGXFWRU\SRUWLRQWKHGXUDWLRQRIWKHUDWHDQGWKHIDFWWKDWUDWHVPD\
FKDQJHIURPWLPHWRWLPHDQGDUHQRWJXDUDQWHHG
 3HULRGLFLQFRPHRSWLRQVERWKRQDJXDUDQWHHGDQGQRQJXDUDQWHHG
EDVLV
 $Q\YDOXHUHGXFWLRQVFDXVHGE\ZLWKGUDZDOVIURPRUVXUUHQGHURIWKH
FRQWUDFW
 +RZYDOXHVLQWKHFRQWUDFWFDQEHDFFHVVHG
 7KHGHDWKEHQHILWLIDYDLODEOHDQGKRZLWZLOOEHFDOFXODWHG
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 $VXPPDU\RIWKHIHGHUDOWD[VWDWXVRIWKHFRQWUDFWDQGDQ\SHQDOWLHV
DSSOLFDEOHRQZLWKGUDZDORIYDOXHVIURPWKHFRQWUDFWDQG
 ,PSDFWRIDQ\ULGHUVXFKDVDORQJWHUPFDUHULGHU
' 6SHFLILFGROODUDPRXQWRUSHUFHQWDJHFKDUJHVDQGIHHVZKLFKPXVWEH
OLVWHGZLWKDQH[SODQDWLRQRIKRZWKH\DSSO\
( ,QIRUPDWLRQDERXWWKHFXUUHQWJXDUDQWHHGUDWHIRUQHZFRQWUDFWVWKDW
FRQWDLQVDFOHDUQRWLFHWKDWWKHUDWHLVVXEMHFWWRFKDQJH
) ,QVXUHUVPXVWGHILQHWHUPVXVHGLQWKHGLVFORVXUHVWDWHPHQWLQODQJXDJH
XQGHUVWDQGDEOHE\DW\SLFDOSHUVRQLQWKHWDUJHWPDUNHW
9 5HTXLUHG1$,&%X\HU V*XLGHWR)L[HG'HIHUUHG$QQXLWLHV DSSHDUVDWWKH
HQGRIWKHRXWOLQH 
$ $%X\HU¶V*XLGHSUHSDUHGE\WKH1$,&SURYLGHVLQIRUPDWLRQDERXWGLIIHUHQW
DVSHFWVRIDQQXLWLHVVXFKDV
 :KDWDQDQQXLW\LV
 'HVFULSWLRQVRIWKHGLIIHUHQWNLQGVRIDQQXLWLHV
D  6LQJOHSUHPLXPRUPXOWLSOHSUHPLXP
E  ,PPHGLDWHRUGHIHUUHG
F  )L[HGRUYDULDEOH
 +RZLQWHUHVWUDWHVDUHVHWIRUWKHGHIHUUHGYDULDEOHDQQXLW\
D  ([SODQDWLRQRIFXUUHQWLQWHUHVWUDWH
E  ([SODQDWLRQRIPLQLPXPJXDUDQWHHGUDWH
F  ([SODQDWLRQRIPXOWLSOHLQWHUHVWUDWHV
 'HVFULSWLRQRIFKDUJHVLQWKHFRQWUDFW
D  6XUUHQGHURUZLWKGUDZDOFKDUJHV
E  )UHHZLWKGUDZDOIHDWXUHV
F  &RQWUDFWIHH
G  7UDQVDFWLRQIHH
H  3HUFHQWDJHRISUHPLXPFKDUJH
I  3UHPLXPWD[FKDUJH
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 )L[HG$QQXLW\%HQHILWV
D  $QQXLW\LQFRPHSD\PHQWV
E  $QQXLW\SD\PHQWRSWLRQV
  /LIHRQO\
  /LIHDQQXLW\ZLWKSHULRGFHUWDLQ
  -RLQWDQGVXUYLYRU
9, 7LPHWDEOHIRU'HOLYHU\RI5HTXLUHG'LVFORVXUH6WDWHPHQWDQG%X\HU¶V*XLGH
$ $WRUEHIRUHWKHWLPHRIDSSOLFDWLRQLIDQQXLW\DSSOLFDWLRQLVWDNHQLQDfaceto-face meeting
% 1RODWHUWKDQILYH  EXVLQHVVGD\VDIWHUWKHFRPSOHWHGDSSOLFDWLRQLV
UHFHLYHGE\WKHLQVXUHULIDQQXLW\DSSOLFDWLRQLVWDNHQE\PHDQVother than in a
face-to-face meeting
 :LWKDSSOLFDWLRQVUHFHLYHGIURPDdirect solicitation through the mail
D  ,QFOXVLRQRID%X\HU V*XLGHDQG'LVFORVXUH6WDWHPHQWLQWKH
GLUHFWPDLOVROLFLWDWLRQVDWLVILHVWKHUHTXLUHPHQWIRUGHOLYHU\QR
ODWHUWKDQILYH  EXVLQHVVGD\VDIWHUUHFHLSWRIWKHDSSOLFDWLRQ
2. For applications received via the Internet:
D  7DNLQJUHDVRQDEOHVWHSVWRPDNHWKH%X\HU V*XLGHDQG
'LVFORVXUH6WDWHPHQWDYDLODEOHIRUYLHZLQJDQGSULQWLQJRQWKH
LQVXUHU¶VZHEVLWHVDWLVILHVWKHUHTXLUHPHQWIRUGHOLYHU\QRODWHU
WKDQILYH  EXVLQHVVGD\RIUHFHLSWRIWKHDSSOLFDWLRQ
 $QQXLW\VROLFLWDWLRQVLQRWKHUWKDQIDFHWRIDFHPHHWLQJVPXVWLQFOXGH
DVWDWHPHQWWKDWWKHSURSRVHGDSSOLFDQWPD\FRQWDFWWKHLQVXUDQFH
GHSDUWPHQWRIWKHVWDWHIRUDIUHHDQQXLW\%X\HU¶V*XLGH$OWHUQDWLYHO\WKH
LQVXUHUPD\LQFOXGHDVWDWHPHQWWKDWWKHSURVSHFWLYHDSSOLFDQWPD\
FRQWDFWWKHLQVXUHUIRUDIUHHDQQXLW\%X\HU V*XLGH
 Extended Free-Look PeriodZKHUHWKH%X\HU¶V*XLGHDQGGLVFORVXUH
GRFXPHQWDUHQRWSURYLGHGDWRUEHIRUHWKHWLPHRIDSSOLFDWLRQDIUHHORRN
SHULRGRIQROHVVWKDQILIWHHQ  GD\VVKDOOEHSURYLGHGIRUWKHDSSOLFDQW
WRUHWXUQWKHDQQXLW\FRQWUDFWZLWKRXWSHQDOW\7KHIUHHORRNUXQV
FRQFXUUHQWO\ZLWKDQ\RWKHUIUHHORRNSURYLGHGXQGHUVWDWHODZRU
UHJXODWLRQ
9,,5HTXLUHG5HSRUWWR&RQWUDFW2ZQHUV
$ )RUDQQXLWLHVLQWKHSD\RXWSHULRGZLWKFKDQJHVLQQRQJXDUDQWHHG
HOHPHQWVDQGIRUWKHDFFXPXODWLRQSHULRGRIDGHIHUUHGDQQXLW\WKHLQVXUHU
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PXVWSURYLGHHDFKFRQWUDFWRZQHUZLWKDUHSRUWat least annuallyRQWKHVWDWXV
RIWKHFRQWUDFWWKDWFRQWDLQVDWOHDVWWKHIROORZLQJLQIRUPDWLRQ
 7KHEHJLQQLQJDQGHQGGDWHRIWKHFXUUHQWUHSRUWSHULRG
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NAIC Buyer’s Guide for Deferred Annuities
It’s important that you understand how annuities can be different from each other so you can
choose the type of annuity that’s best for you. The purpose of this Buyer’s Guide is to help you do
that. This Buyer’s Guide isn’t meant to offer legal, financial, or tax advice. You may want to consult
independent advisors that specialize in these areas.
This Buyer’s Guide is about deferred annuities in general and some of their most common
features. It’s not about any particular annuity product. The annuity you select may have unique
features this Guide doesn’t describe. It’s important for you to carefully read the material you’re
given or ask your annuity salesperson, especially if you’re interested in a particular annuity or
specific annuity features.
This Buyer’s Guide includes questions you should ask the insurance company or the annuity
salesperson (the agent, producer, broker, or advisor). Be sure you’re satisfied with the answers before
you buy an annuity.
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What Is an Annuity?
An annuity is a contract with an insurance company. All annuities have one feature in common, and it
makes annuities different from other financial products. With an annuity, the insurance company promises to
pay you income on a regular basis for a period of time you choose—including the rest of your life.

When Annuities Start to Make Income Payments
Some annuities begin paying income to you soon after you buy it (an immediate annuity). Others begin at
some later date you choose (a deferred annuity).

What Is an Annuity?

How Deferred Annuities Are Alike
There are ways that most deferred annuities are alike.
R5

They have an accumulation period and a payout period. During the accumulation period, the
value of your annuity changes based on the type of annuity. During the payout period, the annuity
makes income payments to you.

R5

They offer a basic death benefit. If you die during the accumulation period, a deferred annuity
with a basic death benefit pays some or all of the annuity’s value to your survivors (called
beneficiaries) either in one payment or multiple payments over time. The amount is usually the
greater of the annuity account value or the minimum guaranteed surrender value. If you die
after you begin to receive income payments (annuitize), your chosen survivors may not receive
anything unless: 1) your annuity guarantees to pay
out at least as much as you paid into the annuity, or
2) you chose a payout option that continues to make
payments after your death. For an extra cost, you may
Sources of Information
be able to choose enhanced death benefits that increase
the value of the basic death benefit.

Contract: The legal document
between you and the insurance
company that binds both of you to
the terms of the agreement.

Disclosure: A document that
describes the key features of your
annuity, including what is guaranteed
and what isn’t, and your annuity’s
fees and charges. If you buy a variable
annuity, you’ll receive a prospectus
that includes detailed information
about investment objectives, risks,
charges, and expenses.
Illustration: A personalized
document that shows how your
annuity features might work. Ask
what is guaranteed and what isn’t
and what assumptions were made to
create the illustration.

R5 You usually have to pay a charge (called a surrender
or withdrawal charge) if you take some or all of
your money out too early (usually before a set time
period ends). Some annuities may not charge if you
withdraw small amounts (for example, 10% or less
of the account value) each year.
R5 Any money your annuity earns is tax deferred. That
means you won’t pay income tax on earnings until
you take them out of the annuity.
R5 You can add features (called riders) to many
annuities, usually at an extra cost.
R5 An annuity salesperson must be licensed by your
state insurance department. A person selling a
variable annuity also must be registered with
FINRA1 as a representative of a broker/dealer
that’s a FINRA member. In some states, the state
securities department also must license a person
selling a variable annuity.

1. FINRA (Financial Industry Regulatory Authority) regulates the companies and salespeople who sell variable annuities.

1
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R5

Insurance companies sell annuities. You want to buy from an insurance company that’s financially
sound. There are various ways you can research an insurance company’s financial strength. You
can visit the insurance company’s website or ask your annuity salesperson for more information.
You also can review an insurance company’s rating from an independent rating agency. Four main
firms currently rate insurance companies. They are A.M. Best Company, Standard and Poor’s
Corporation, Moody’s Investors Service, and Fitch Ratings. Your insurance department may have
more information about insurance companies. An easy way to find contact information for your
insurance department is to visit www.naic.org and click on “States and Jurisdictions Map.”

R5

Insurance companies usually pay the annuity salesperson after the sale, but the payment doesn’t
reduce the amount you pay into the annuity. You can ask your salesperson how they earn money
from the sale.

How Deferred Annuities Are Different
There are differences among deferred annuities. Some of the differences are:
R5

Whether you pay for the annuity with one or more than one payment (called a premium).

R5

The types and amounts of the fees, charges, and adjustments. While almost all annuities have
some fees and charges that could reduce your account value, the types and amounts can be different
among annuities. Read the Fees, Charges, and Adjustments section in this Buyer’s Guide for more
information.

R5

Whether the annuity is a fixed annuity or a variable annuity. How the value of an annuity changes
is different depending on whether the annuity is fixed or variable.
Fixed annuities guarantee your money will earn at least a minimum interest rate. Fixed
annuities may earn interest at a rate higher than the minimum but only the minimum rate is
guaranteed. The insurance company sets the rates.
Fixed indexed annuities are a type of fixed annuity that earns interest based on changes in
a market index, which measures how the market or part of the market performs. The interest rate is
guaranteed to never be less than zero, even if the market goes down.
Variable annuities earn investment returns based on the performance of the investment
portfolios, known as “subaccounts,” where you choose to put your money. The return earned in a
variable annuity isn’t guaranteed. The value of the subaccounts you choose could go up or down. If
they go up, you could make money. But, if the value of these subaccounts goes down, you could lose
money. Also, income payments to you could be less than you expected.

5555555R5

What Is an Annuity?
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)'5((/#.#-5)Ŀ,55premium bonus, which usually is a lump sum amount the insurance company
adds to your annuity when you buy it or when you add money. It’s usually a set percentage of the
amount you put into the annuity. Other annuities offer an interest bonus, which is an amount the
insurance company adds to your annuity when you earn interest. It’s usually a set percentage of the
interest earned. You may not be able to withdraw some or all of your premium bonus for a set period
of time. Also, you could lose the bonus if you take some or all of the money out of your annuity
within a set period of time.

© 2013 National Association of Insurance Commissioners
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How Does the Value of a Deferred Annuity Change?
Fixed Annuities

Value of a Deferred Annuity

Money in a fixed deferred annuity earns interest at a rate the insurer sets. The rate is fixed (won’t change) for some
period, usually a year. After that rate period ends, the insurance company will set another fixed interest rate for
the next rate period. That rate could be higher or lower than the earlier rate.
Fixed deferred annuities do have a guaranteed minimum interest rate—the lowest rate the annuity can earn.
It’s stated in your contract and disclosure and can’t change as long as you own the annuity. Ask about:
5555555R5
5555555R5

Ļ5initial interest rate – What is the rate? How long until it will change?
Ļ5renewal interest rate – When will it be announced? How will the insurance
company tell you what the new rate will be?

Fixed Indexed Annuities
Fixed Deferred Indexed
Formulas
Annual Point-to-Point – Change in
index calculated using two dates one
year apart.
Multi-Year Point-to-Point – Change
in index calculated using two dates
more than one year apart.
Monthly or Daily Averaging –
Change in index calculated using
multiple dates (one day of every
month for monthly averaging, every
day the market is open for daily
averaging). The average of these
values is compared with the index
value at the start of the index term.
Monthly Point-to-Point – Change
in index calculated for each month
during the index term. Each monthly
change is limited to the “cap rate”
for positive changes, but not when
the change is negative. At the end of
the index term, all monthly changes
(positive and negative) are added. If
the result is positive, interest is added
to the annuity. If the result is negative
or zero, no interest (0%) is added.

Money in a fixed indexed annuity earns interest based on
changes in an index. Some indexes are measures of how
the overall financial markets perform (such as the S&P
500 Index or Dow Jones Industrial Average) during
a set period of time (called the index term). Others
measure how a specific financial market performs
(such as the Nasdaq) during the term. The insurance
company uses a formula to determine how a change in
the index affects the amount of interest to add to your
annuity at the end of each index term. Once interest is
added to your annuity for an index term, those earnings
usually are locked in and changes in the index in the
next index term don’t affect them. If you take money
from an indexed annuity before an index term ends, the
annuity may not add all of the index-linked interest for
that term to your account.
Insurance companies use different formulas to calculate
the interest to add to your annuity. They look at changes
in the index over a period of time. See the box “Fixed
Deferred Indexed Formulas” that describes how changes
in an index are used to calculate interest.
The formulas insurance companies use often mean
that interest added to your annuity is based on only
part of a change in an index over a set period of
time. Participation rates, cap rates, and spread rates
(sometimes called margin or asset fees) all are terms
that describe ways the amount of interest added to your
annuity may not reflect the full change in the index.
But if the index goes down over that period, zero interest is
added to your annuity. Then your annuity value won’t go
down as long as you don’t withdraw the money.

When you buy an indexed annuity, you aren’t investing
directly in the market or the index. Some indexed annuities offer you more than one index choice. Many
indexed annuities also offer the choice to put part of your money in a fixed interest rate account, with a rate
that won’t change for a set period.
3
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Money in a variable annuity earns a return based on the performance of the investment portfolios, known
as “subaccounts,” where you choose to put your money. Your investment choices likely will include
subaccounts with different types and levels of risk. Your choices will affect the return you earn on your
annuity. Subaccounts usually have no guaranteed return, but you may have a choice to put some money in a
fixed interest rate account, with a rate that won’t change for a set period.
The value of your annuity can change every day as the subaccounts’ values change. If the subaccounts’
values increase, your annuity earns money. But there’s no guarantee that the values of the subaccounts will
increase. If the subaccounts’ values go down, you may end up with less money in your annuity than you paid
into it.
An insurer may offer several versions of a variable deferred annuity product. The different versions usually
are identified as share classes. The key differences between the versions are the fees you’ll pay every year you
own the annuity. The rules that apply if you take money out of the annuity also may be different. Read the
prospectus carefully. Ask the annuity salesperson to explain the differences among the versions.

How Insurers Determine
Indexed Interest
Participation Rate – Determines
how much of the increase in the
index is used to calculate index-linked
interest. A participation rate usually
is for a set period. The period can
be from one year to the entire term.
Some companies guarantee the rate
can never be lower (higher) than a set
minimum (maximum). Participation
rates are often less than 100%,
particularly when there’s no cap rate.
Cap Rate – Typically, the maximum
rate of interest the annuity will
earn during the index term. Some
annuities guarantee that the cap rate
will never be lower (higher) than a
set minimum (maximum). Companies
often use a cap rate, especially if the
participation rate is 100%.
Spread Rate – A set percentage the
insurer subtracts from any change
in the index. Also called a “margin
or asset fee.” Companies may use
this instead of or in addition to a
participation or cap rate.

© 2013 National Association of Insurance Commissioners

What Other Information
Should You Consider?
Fees, Charges, and Adjustments
Fees and charges reduce the value of your annuity. They
help cover the insurer’s costs to sell and manage the
annuity and pay benefits. The insurer may subtract these
costs directly from your annuity’s value. Most annuities
have fees and charges but they can be different for
different annuities. Read the contract and disclosure or
prospectus carefully and ask the annuity salesperson to
describe these costs.
A surrender or withdrawal charge is a charge if you
take part or all of the money out of your annuity during
a set period of time. The charge is a percentage of the
amount you take out of the annuity. The percentage
usually goes down each year until the surrender charge
period ends. Look at the contract and the disclosure or
prospectus for details about the charge. Also look for
any waivers for events (such as a death) or the right to
take out a small amount (usually up to 10%) each year
without paying the charge. If you take all of your money
out of an annuity, you’ve surrendered it and no longer
have any right to future income payments.

Fees, Charges, and Adjustments

Variable Annuities

Some annuities have a Market Value Adjustment
(MVA). An MVA could increase or decrease your
annuity’s account value, cash surrender value, and/or
death benefit value if you withdraw money from your
account. In general, if interest rates are lower when you

4
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withdraw money than they were when you bought the annuity, the MVA could increase the amount you
could take from your annuity. If interest rates are higher than when you bought the annuity, the MVA
could reduce the amount you could take from your annuity. Every MVA calculation is different. Check your
contract and disclosure or prospectus for details.

How Annuities Make Payments

How Annuities Make Payments

5

Annuitize
At some future time, you can choose to annuitize your
annuity and start to receive guaranteed fixed income
payments for life or a period of time you choose. After
payments begin, you can’t take any other money out of
the annuity. You also usually can’t change the amount
of your payments. For more information, see “Payout
Options” in this Buyer’s Guide. If you die before the
payment period ends, your survivors may not receive
any payments, depending on the payout option you
choose.

Full Withdrawal
You can withdraw the cash surrender value of the
annuity in a lump sum payment and end your annuity.
You’ll likely pay a charge to do this if it’s during the
surrender charge period. If you withdraw your annuity’s
cash surrender value, your annuity is cancelled. Once
that happens, you can’t start or continue to receive
regular income payments from the annuity.

Partial Withdrawal
You may be able to withdraw some of the money from
the annuity’s cash surrender value without ending the
annuity. Most annuities with surrender charges let you
take out a certain amount (usually up to 10%) each
year without paying surrender charges on that amount.
Check your contract and disclosure or prospectus. Ask
your annuity salesperson about other ways you can take
money from the annuity without paying charges.

Living Benefits for Fixed Annuities

Annuity Fees
and Charges
Contract fee Ȃƪ
percentage charged once or annually.
Percentage of purchase payment –
A front-end sales load or other charge
deducted from each premium paid.
The percentage may vary over time.
Premium tax – A tax some states
charge on annuities. The insurer
may subtract the amount of the tax
when you pay your premium, when
you withdraw your contract value,
when you start to receive income
payments, or when it pays a death
ƤƤ Ǥ
Transaction fee – A charge for
certain transactions, such as transfers
or withdrawals.

***
Mortality and expense (M&E)
risk charge – A fee charged on
variable annuities. It’s a percentage
of the account value invested in
subaccounts.

Underlying fund charges –
Fees and charges on a variable
annuity’s subaccounts; may include
an investment management fee,
distribution and service (12b-1) fees,
and other fees.

Some fixed annuities, especially fixed indexed annuities,
offer a guaranteed living benefits rider, usually at an
extra cost. A common type is called a guaranteed lifetime
withdrawal benefit that guarantees to make income payments you can’t outlive. While you get payments, the
money still in your annuity continues to earn interest. You can choose to stop and restart the payments or you
might be able to take extra money from your annuity. Even if the payments reduce the annuity’s value to zero
at some point, you’ll continue to get payments for the rest of your life. If you die while receiving payments,
your survivors may get some or all of the money left in your annuity.
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Living Benefits for Variable Annuities

How Annuities Are Taxed
Ask a tax professional about your individual situation.
The information below is general and should not be
considered tax advice.
Current federal law gives annuities special tax
treatment. Income tax on annuities is deferred. That
means you aren’t taxed on any interest or investment
returns while your money is in the annuity. This isn’t
the same as tax-free. You’ll pay ordinary income tax
when you take a withdrawal, receive an income stream,
or receive each annuity payment. When you die, your
survivors will typically owe income taxes on any death
benefit they receive from an annuity.
There are other ways to save that offer tax advantages,
including Individual Retirement Accounts (IRAs). You
can buy an annuity to fund an IRA, but you also can fund
your IRA other ways and get the same tax advantages.
When you take a withdrawal or receive payments, you’ll
pay ordinary income tax on all of the money you receive
(not just the interest or the investment return). You
also may have to pay a 10% tax penalty if you withdraw
money before you’re age 59½.

Finding an Annuity That’s
Right for You
An annuity salesperson who suggests an annuity must
choose one that they think is right for you, based on
information from you. They need complete information
about your life and financial situation to make a
suitable recommendation. Expect a salesperson to ask
about your age; your financial situation (assets, debts,
income, tax status, how you plan to pay for the annuity);
your tolerance for risk; your financial objectives and
experience; your family circumstances; and how you
plan to use the annuity. If you aren’t comfortable with
the annuity, ask your annuity salesperson to explain
why they recommended it. Don’t buy an annuity you
don’t understand or that doesn’t seem right for you.

© 2013 National Association of Insurance Commissioners

Variable Annuity Living
Benefit Options
Guaranteed Minimum
Accumulation Benefit (GMAB) –
Guarantees your account value will
equal some percentage (typically
100%) of premiums less withdrawals,
at a set future date (for example, at
maturity). If your annuity is worth
less than the guaranteed amount at
that date, your insurance company
ơ Ǥ
Guaranteed Minimum Income
Benefit (GMIB) – Guarantees a
minimum lifetime income. You usually
 Ƥ
buy the annuity and must annuitize
ƤǤ
a waiting period before you can
ƤǤ
Guaranteed Lifetime Withdrawal
Benefit (GLWB) – Guarantees you
can make withdrawals for the rest
of your life, up to a set maximum
percentage each year.

Payout Options
You’ll have a choice about how to
receive income payments. These
choices usually include:
Ȉ 
Ȉ 
lifetime or your spouse’s
lifetime
Ȉ 
Ȉ 
lifetime or a set time
period

How Annuities Are Taxed

Variable annuities may offer a benefit at an extra cost
that guarantees you a minimum account value, a
minimum lifetime income, or minimum withdrawal
amounts regardless of how your subaccounts perform.
See “Variable Annuity Living Benefit Options” at right.
Check your contract and disclosure or prospectus or ask
your annuity salesperson about these options.
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Finding the Annuity for You

Within each annuity, the insurer may guarantee some values but not others. Some guarantees may be
only for a year or less while others could be longer. Ask about risks and decide if you can accept them. For
example, it’s possible you won’t get all of your money back or the return on your annuity may be lower than
you expected. It’s also possible you won’t be able to withdraw money you need from your annuity without
paying fees or the annuity payments may not be as much as you need to reach your goals. These risks vary
with the type of annuity you buy. All product guarantees depend on the insurance company’s financial
strength and claims-paying ability.

Questions You Should Ask
5555555R5
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achieve that goal if the income from the annuity isn’t as much as I expected it to be?
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appropriate for me?
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such as 401(k)s, 403(b)s, and IRAs?
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paying a surrender charge? Is there a limit on the total amount I can withdraw
during the surrender charge period?
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any surrender charges?
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will affect my tax liability?

5555555R5
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payment from my annuity if I die?

If you don’t know the answers or have other questions, ask your annuity salesperson for help.

When You Receive Your Annuity Contract
When you receive your annuity contract, carefully review it. Be sure it matches your understanding. Also,
read the disclosure or prospectus and other materials from the insurance company. Ask your annuity
salesperson to explain anything you don’t understand. In many states, a law gives you a set number of days
(usually 10 to 30 days) to change your mind about buying an annuity after you receive it. This often is called
a free look or right to return period. Your contract and disclosure or prospectus should prominently state
your free look period. If you decide during that time that you don’t want the annuity, you can contact the
insurance company and return the contract. Depending on the state, you’ll either get back all of your money
or your current account value.
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IT IS
IMPORTANT
That you understand the differences among various annuities so you can
choose the kind that best fits your needs. This guide focuses on fixed
deferred annuity contracts. There is, however, a brief description of variable annuities. If you're thinking of buying an equity-indexed annuity, an
appendix to this guide will give you specific information. This Guide
isn't meant to offer legal, financial or tax advice. You may want to consult independent advisors. At the end of this Guide are questions you
should ask your agent or the company. Make sure you're satisfied with
the answers before you buy.

1
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WHAT IS
AN ANNUITY?
An annuity is a contract in which an insurance company makes a series of
income payments at regular intervals in return for a premium or premiums
you have paid. Annuities are most often bought for future retirement income.
Only an annuity can pay an income that can be guaranteed to last as long as
you live.
An annuity is neither a life insurance nor a health insurance policy. It's not a
savings account or a savings certificate. You shouldn't buy an annuity to
reach short-term financial goals.
Your value in an annuity contract is the premiums
you've paid, less any applicable charges, plus interest credited. The insurance company uses the value
to figure the amount of most of the benefits that
you can choose to receive from an annuity contract.
This guide explains how interest is credited as well
as some typical charges and benefits of annuity
contracts.
A deferred annuity has two parts or periods.
During the accumulation period, the money you put
into the annuity, less any applicable charges, earns
interest. The earnings grow tax-deferred as long as
you leave them in the annuity. During the second
period, called the payout period, the company pays
income to you or to someone you choose.

WHAT ARE THE
DIFFERENT KINDS
OF ANNUITIES?
This guide explains major differences in different kinds of annuities to help
you understand how each might meet your needs. But look at the specific
terms of an individual contract you're considering and the disclosure document you receive. If your annuity is being used to fund or provide benefits
under a pension plan, the benefits you get will depend on the terms of the
plan. Contact your pension plan administrator for information.

2

This Buyer’s Guide will focus
on individual fixed deferred annuities.

SINGLE PREMIUMPage
OR 79
MULTIPLE
PREMIUM
of Appendix

You pay the insurance company only one payment for a single premium
annuity. You make a series of payments for a multiple premium annuity.
There are two kinds of multiple premium annuities. One kind is a flexible
premium contract. Within set limits, you pay as much premium as you
want, whenever you want. In the other kind, a scheduled premium annuity,
the contract spells out your payments and how often you'll make them.

IMMEDIATE OR DEFERRED

With an immediate annuity, income payments start no later than one year
after you pay the premium. You usually pay for an immediate annuity with
one payment.
The income payments from a deferred annuity often start many years later.
Deferred annuities have an accumulation period, which is the time between
when you start paying premiums and when income payments start.

FIXED OR VARIABLE
Fixed
During the accumulation period of a fixed deferred annuity, your money
(less any applicable charges) earns interest at rates set by the insurance
company or in a way spelled out in the annuity contract. The company
guarantees that it will pay no less than a minimum rate of interest. During
the payout period, the amount of each income payment to you is generally
set when the payments start and will not change.
O

Variable
During the accumulation period of a variable annuity, the insurance company puts your premiums (less any applicable charges) into a separate
account. You decide how the company will invest those premiums, depending on how much risk you want to take. You may put your premium into a
stock, bond or other account, with no guarantees, or into a fixed account,
with a minimum guaranteed interest. During the payout period of a variable
annuity, the amount of each income payment to you may be fixed (set at the
beginning) or variable (changing with the value of the investments in the
separate account).
O
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HOW ARE THE
INTEREST RATES SET FOR MY
FIXED DEFERRED ANNUITY?
During the accumulation period, your money (less any applicable charges)
earns interest at rates that change from time to time. Usually, what these
rates will be is entirely up to the insurance company.

CURRENT INTEREST RATE

The current rate is the rate the company decides to credit to your contract at
a particular time. The company will guarantee it will not charge for some
time period.
The initial rate is an interest rate the insurance company may credit for a
set period of time after you first buy your annuity. The initial rate in some
contracts may be higher than it will be later. This is often called a bonus
rate.
O

The renewal rate is the rate credited by the company after the end of the
set time period. The contract tells how the company will set the renewal
rate, which may be tied to an external reference or index.
O

MINIMUM GUARANTEED RATE

The minimum guaranteed interest rate is the lowest rate your annuity will
earn. This rate is stated in the contract.

MULTIPLE INTEREST
RATES

Some annuity contracts apply different interest rates to each premium
you pay or to premiums you pay during different time periods.
Other annuity contracts may have
two or more accumulated values that
fund different benefit options. These
accumulated values may use different interest rates. You get only one
of the accumulated values depending
on which benefit you choose.
4
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WHAT CHARGES
SUBTRACTED FROM MY
FIXED DEFERRED ANNUITY?

Most annuities have charges related to the cost of selling or servicing it.
These charges may be subtracted directly from the contract value. Ask your
agent or the company to describe the charges that apply to your annuity.
Some examples of charges, fees and taxes are:

SURRENDER OR WITHDRAWAL CHARGES

If you need access to your money, you may be able to take all or part of the
value out of your annuity at any time during the accumulation period. If you
take out part of the value, you may pay a withdrawal charge. If you take out
all of the value and surrender, or terminate, the annuity, you may pay a surrender charge. In either case, the company may figure the charge as a percentage of the value of the contract, of the premiums you've paid or of the
amount you're withdrawing. The company may reduce or even eliminate the
surrender charge after you've had the contract for a stated number of years. A
company may waive the surrender charge when it pays a death benefit.
Some annuities have stated terms. When the term is up, the contract may
automatically expire or renew. You're usually given a short period of time,
called a window, to decide if you want to renew or surrender the annuity. If
you surrender during the window, you won't have to pay surrender charges. If
you renew, the surrender or withdrawal charges may start over.
In some annuities, there is no charge if you surrender your contract when the
company's current interest rate falls below a certain level. This may be called
a bail-out option.
In a multiple-premium annuity, the surrender charge may apply to each premium paid for a certain period of time. This may be called a rolling surrender or withdrawal charge.
Some annuity contracts have a market value adjustment feature. If interest
rates are different when you surrender your annuity than when you bought it,
a market value adjustment may make the cash surrender value higher or
lower. Since you and the insurance company share this risk, an annuity with
an MVA feature may credit a higher rate than an annuity without the feature.
Be sure to read the Tax Treatment section and ask your tax advisor for information about possible tax penalties on withdrawals.
5
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Your annuity may have a limited free with
drawal feature. That lets you make one or
more withdrawals without a charge. The
size of the free withdrawal is often limited to
a set percentage of your contract value. If
you make a larger withdrawal, you may pay
withdrawal charges. You may lose any interest above the minimum guaranteed rate on
the amount withdrawn. Some annuities
waive withdrawal charges in certain situations, such as death, confinement in a nursing
home or terminal illness.

CONTRACT FEE

A contract fee is a flat dollar amount
charged either once or annually.

TRANSACTION FEE

A transaction fee is a charge per premium
payment or other transaction.

PERCENTAGE OF PREMIUM CHARGE

A percentage of premium charge is a charge deducted from each premium
paid. The percentage may be lower after the contract has been in force for a
certain number of years or after total premiums paid have reached a certain
amount.

PREMIUM TAX

Some states charge a tax on annuities. The insurance company pays this tax
to the state. The company may subtract the amount of the tax when you pay
your premium, when you withdraw you contract value, when you start to
receive income payments or when it pays a death benefit to your beneficiary.
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WHAT ARE SOME
FIXED DEFERRED ANNUITY
CONTRACT BENEFITS?
ANNUITY INCOME PAYMENTS

One of the most important benefits of deferred annuities is your ability to
use the value built up during the accumulation period to give you a lump
sum payment or to make income payments during the payout period.
Income payments are usually made monthly but you may choose to receive
them less often. The size of income payments is based on the accumulated
value in your annuity and the annuity's benefit rate in effect when income
payments start. The benefit rate usually depends on your age and sex, and
the annuity payment option you choose. For example, you might choose
payments that continue as long as you live, as long as your spouse lives or
for a set number of years.
There is a table of guaranteed benefit
rates in each annuity contract. Most
companies have current benefit rates as
well. The company can change the current rates at any time, but the current
rates can never be less than the guaranteed benefit rates. When income payments start, the insurance company
generally uses the benefit rate in effect
at the time to figure the amount of your
income payment.
Companies may offer various income
payment options. You (the owner) or
another person that you name may
choose the option. The options are
described here as if the payments are
made to you.
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Only
The company pays income for your lifetime. It
doesn't make any payments to anyone after you
die. This payment option usually pays the highest income possible. You might choose it if you
have no dependents, if you have taken care of
them through other means or if the dependants
have enough income of their own.

Life Annuity with Period Certain
The company pays income for as long as you live
and guarantees to make payments for a set number of years even if you die. This period certain
is usually 10 or 20 years. If you live longer than
the period certain, you’ll continue to receive payments until you die. If you die during the period
certain, your beneficiary gets regular payments
for the rest of that period. If you die after the
period certain, your beneficiary doesn't receive
any payments from your annuity. Because the
"period certain" is an added benefit,each income
payment will be smaller than in a life-only
option.

Joint and Survivor
The company pays income as long as either you or your beneficiary lives.
You may choose to decrease the amount of the payments after the first
death. You may also be able to choose to have payments continue for a set
length of time. Because the survivor feature is an added benefit, each
income payment is smaller than in a life-only option.

DEATH BENEFIT

In some annuity contracts, the company may pay a death benefit to your
beneficiary if you die before the income payments start. The most common
death benefit is the contract value or the premiums paid, whichever is more.
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CAN MY ANNUITY'S VALUE
BE DIFFERENT DEPENDING ON
MY CHOICE OF BENEFIT?
While all deferred annuities offer a choice of benefits, some use different
accumulated values to pay different benefits. For example, an annuity may
use one value if annuity payments are for retirement benefits and a different
value if the annuity is surrendered . As another example, an annuity may use
one value for long-term care benefits and a different value if the annuity is
surrendered. You can't receive more than one benefit at the same time.

WHAT ABOUT THE
TAX TREATMENT OF ANNUITIES?
Below is a general discussion about taxes and annuities. You should consult
a professional tax advisor to discuss your individual tax situation.
Under current federal law, annuities receive special tax treatment. Income tax
on annuities is deferred, which means you aren't taxed on the interest your
money earns while it stays in the annuity. Tax-deferred accumulation isn't
the same as tax-free accumulation. An advantage of tax deferral is that the
tax bracket you're in when you receive annuity income payments may be
lower than the one you're in during the accumulation period. You'll also be
earning interest on the amount you would have paid in taxes during the accumulation period. Most states' tax laws on annuities follow the federal law.
Part of the payments you receive from annuity will be considered as a return
of the premium you've paid. You won't have to pay taxes on that part.
Another part of the payments is considered interest you've earned. You must
pay taxes on the part that is considered interest when you withdraw the
money. You may also have to pay a 10% tax penalty if you draw the accumulation before age 59 ½. The Internal Revenue Code also has rules about
distributions after the death of a contract holder.
Annuities used to fund certain employee pension benefit plans (those under
Internal Revenue Code Sections 401(a), 401(k), 403(b), 457 or 414) defer
taxes on plan contributions as well as on interest or investment income.
Within the limits set by the law, you can use pretax dollars to make payments
to the annuity. When you take money out, it will be taxed.
You can also use annuities to fund traditional and Roth IRAs under Internal
Revenue Code Section 408. If you buy an annuity to fund an IRA, you'll
receive a disclosure statement describing the tax treatment.
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"FREE LOOK" PROVISION?
Many states have laws which give you a set number of days to look at the annuity contract after you buy it. If you decide during that time that you don't want
the annuity, you can return the contract and get all your money back. This is
often referred to as a free look or right to return period. The free look period
should be prominently stated in your contract. Be sure to read your contract
carefully during the free look period.

HOW DO I KNOW
IF A FIXED DEFERRED ANNUITY
IS RIGHT FOR ME?
The questions listed below may help you decide which type of annuity, if any,
meets your retirement planning and financial needs. You should think about
what your goals are for the money you may put into the annuity. You need to
think about how much risk you're willing to take with the money. Ask yourself:
How much retirement income will I need in addition to what I will get from Social Security and my
pension?
O

Will I need that additional income only for myself
or for myself and someone else?
O

O

How long can I leave my money in the annuity?

O

When will I need income payments?

Does the annuity let me get money when I need it?

O

Do I want a fixed annuity with a guaranteed interest rate and little or no risk of losing the principal?

O

Do I want a variable annuity with the potential for
higher earnings that aren't guaranteed and the possibility that I may risk losing principal?

O

Or, am I somewhere in between and willing to
take some risks with an equity-indexed annuity?
O
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WHAT QUESTIONS
SHOULD I ASK MY AGENT
OR THE COMPANY?
Is this a single premium or multiple premium
contract?
O

O

Is this an equity-indexed annuity?

What is the initial interest rate and how long is
it guaranteed?
O

Does the initial rate include a bonus rate and
how much is the bonus?
O

O

What is the guaranteed minimum interest rate?

What renewal rate is the company crediting on
annuity contracts of the same type that were
issued last year?
O

Are there withdrawal or surrender charges or penalties if I want to end my
contract early and take out all of my money? How much are they?
O

Can I get a partial withdrawal without paying surrender or other charges or
losing interest?
O

Does my annuity waive withdrawal charges for reasons such as death, confinement in a nursing home or terminal illness?
O

O

Is there a market value adjustment (MVA) provision in my annuity?

What other charges, if any, may be deducted from my premium or contract
value?
O

If I pick a shorter or longer payout period or surrender the annuity, will the
accumulated value or the way interest is credited change? Is there a death
benefit? How is it set? Can it change?
O

O

What income payment options can I choose? Once I choose a payment

option, can I change it?
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FINAL POINTS
TO CONSIDER
Before you decide to buy an annuity, you should review the contract. Terms
and conditions of each annuity contract will vary.
Ask yourself if, depending on your needs or age, this annuity is right for
you. Taking money out of an annuity may mean you must pay taxes. Also,
while it's sometimes possible to transfer the value of an older annuity into a
new annuity, the new annuity may have a new schedule of charges that
could mean new expenses you must pay directly or indirectly.
You should understand the long-term nature of your purchase. Be sure you
plan to keep an annuity long enough so that the charges don't take too much
of the money you put in. Be sure you understand the effect of all charges.
If you're buying an annuity to fund an IRA or other tax-deferred retirement
program, be sure that you're eligible. Also, ask if there are any restrictions
connected with the program.
Remember that the quality of service that you
can expect from the company and the agent is a
very important factor in your decision.
When you receive you annuity contract, READ
IT CAREFULLY!! Ask the agent and company
for an explanation of anything you don't understand. Do this before any free look period
ends.
Compare information or similar contracts from
several companies. Comparing products may
help you make better decisions.
If you have a specific question or can't get answers you need from the agent
or company, contact your state insurance department.
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APPENDIX I
EQUITY-INDEXED ANNUITIES
This appendix to the Buyer's Guide for Fixed Deferred Annuities will
focus on equity-indexed annuities. Like other types of fixed deferred
annuities, equity-indexed annuities provide for annuity income payments,
death benefits and tax-deferred accumulation. You should read the
Buyer's Guide for general information about those features and about provisions such as withdrawal and surrender charges.
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EQUITY-INDEXED ANNUITIES?
An equity-indexed annuity is a
fixed annuity, either immediate
or deferred, that earns interest
or provides benefits that are
linked to an external equity
reference or an equity index.
The value of the index might
be tied to a stock or other equity index. One of the most
commonly used indices is
Standard & Poor's 500
Composite Stock Price Index
(the S&P 500)1, which is an
equity index. The value of any
index varies from day to day
and is not predictable.
When you buy an equity-indexed annuity you own an insurance contract.
You are not buying shares of any stock or index.
While immediate equity-indexed annuities may be available, this appendix
will focus on deferred equity-indexed annuities.
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HOW ARE THEY
FROM OTHER FIXED ANNUITIES?
An equity-indexed annuity is
different from other fixed annuities because of the way it credits interest to your annuity's
value. Some fixed annuities
only credit interest calculated at
a rate set in the contract. Other
fixed annuities also credit interest at rates set from time to time
by the insurance company.
Equity-indexed annuities credit
interest using a formula based
on changes in the index to which
the annuity is linked. The formula decides how the additional
interest you get and when you
get it depends on the features of
your particular annuity.
Your equity-indexed annuity, like other fixed annuities also promises to pay
a minimum interest rate. The rate that will be applied will not be less than
this minimum guaranteed rate even if the index-linked interest rate is lower.
The value of your annuity also will not drop below a guaranteed minimum.
For example, many single premium contracts guarantee the minimum value
will never be less that 90 percent of the premium paid, plus at least 3% in
annual interest (less any partial withdrawals). The guaranteed value is the
minimum amount available during a term for withdrawals, as well as for
some annuitizations (see "Annuity Income Payments") and death benefits.
The insurance company will adjust the value of the annuity at the end of
each term to reflect any index increases.
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WHAT ARE SOME
EQUITY-INDEXED ANNUITY
CONTRACT FEATURES?
Two features that have the greatest effect on the amount of additional interest that may be credited to an equity-indexed annuity are the indexing
method and the participation rate. It is important to understand the features
and how they work together. The following describes some other equityindexed annuity features that affect the index-linked formula.

INDEXING METHOD

The indexing method means the approach used to measure the amount of
change, if any, in the index. Some of the most common indexing methods,
which are explained more fully later on, include annual reset (ratcheting),
high-water mark and point-to-point.

TERM

The index term is the period over which index-linked interest is calculated;
the interest is credited to your annuity at the end of a term. Terms are generally from one to ten years, with six or seven years being most common.
Some annuities offer single terms while others offer multiple, consecutive
terms. If your annuity has multiple terms, there will usually be a window at
the end of each term, typically 30 days, during which you may withdraw
your money without penalty. For installment premium annuities, the payment of each premium may begin a new term for that premium.

PARTICIPATION RATE

The participation rate decides how much of the increase in the index will be
used to calculated index-linked interest. For example, if the calculated
change in the index is 9% and the participation rate is 70%, the index linked
interest rate for your annuity will be 6.3% (9% x 70% = 6.3%). A company
may set a different participation rate for newly issued annuities as often as
each day. Therefore, the initial participation rate in your annuity will
depend on when it is issued by the company. The company usually guarantees the participation rate for a specific period (from one year to the entire
term). When that period is over, the company sets a new participation rate
for the next period. Some annuities guarantee that the participation rate will
never be set lower than a specified minimum or higher than a specified
maximum.
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CAP RATE OR CAP

Some annuities may put an upper limit, or cap, on the index-linked interest
rate. This is the maximum rate of interest the annuity will earn. In the
example given above, if the contract has a 6% cap rate, 6%, and not 6.3%,
would be credited. Not all annuities have a cap rate.

FLOOR ON EQUITY INDEX-LINKED INTEREST

The floor is the minimum index-linked interest rate you will earn. The most
common floor is 0%. A 0% floor assures that even if the index decreases in
value, the index-linked interest that you earn will be zero and not negative.
As in the case of a cap, not all annuities have a stated floor on index-linked
interest rates. But in all cases, your fixed annuity will have a minimum
guaranteed value.

AVERAGING

In some annuities, the average of an
index's value is used rather than the actual value of the index on a specified date.
The index averaging may occur at the
beginning, the end, or throughout the
entire term of the annuity.

INTEREST COMPOUNDING

Some annuities pay simple interest during an index term. That means indexlinked interest is added to your original
premium amount but does not compound
during the term. Others pay compound
interest during a term, which means that
index-linked interest that has already
been credited also earns interest in the
future. In either case, however, the interest earned in one term is usually compounded in the next.
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MARGIN/SPREAD/
ADMINISTRATIVE FEE

In some annuities, the index-linked interest
rate is computed by subtracting a specific
percentage from any calculated change in
the index. This percentage, sometimes
referred to as the "margin," "spread," or
"administrative fee," might be instead of, or
in addition to, a participation rate. For
example, if the calculated change in the
index is 10%, your annuity might specify
that 2.25% will be subtracted from the rate
to determine the interest rate credited. In
this example, the rate would be 7.75% (10%
- 2.25% = 7.75%). In this example, the
company subtracts the percentage only if
the change in the index produces a positive
interest rate.

VESTING

Some annuities credit none of the index-linked interest or only part of it, if
you take out all your money before the end of the term. The percentage that
is vested, or credited, generally increases as the term comes closer to its end
and is always 100% at the end of the term.
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COMMON INDEXING
METHODS DIFFER?
ANNUAL RESET

Index-linked interest, if any, is determined each year by comparing the
index value at the end of the contract year with the index value at the start
of the contract year. Interest is added to your annuity each year during the
term.

HIGH-WATER MARK

The index-linked interest, if any, is decided by looking at the index value at
various points during the term, usually the annual anniversaries of the date
you bought the annuity. The interest is based on the difference between the
highest index value and the index value at the start of the term. Interest is
added to your annuity at the end of the term.

LOW-WATER MARK

The index-linked interest, if any, is
determined by looking at the index
value at various points during the term,
usually the annual anniversaries of the
date you bought the annuity. The interest is based on the difference between
the index value at the end of the term
and the lowest index value. Interest is
added to your annuity at the end of the
term.

POINT-TO-POINT

The index-linked interest, if any, is
based on the difference between the
index value at the end of the term and
the index value at the start of the term.
Interest is added to your annuity at the
end of the term.
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WHAT ARE SOME
OF
FEATURES AND TRADE-OFFS OF
DIFFERENT INDEXING METHODS?
FEATURES
ANNUAL RESET

Since the interest earned is "locked in" annually and the index value is
"reset" at the end of each year, future decreases in the index will not affect
the interest you have already earned. Therefore, your annuity using the
annual reset method may credit more interest than annuities using other
methods when the index fluctuates up and down often during the term. This
design is more likely than others to give you access to index-linked interest
before the term ends.

HIGH-WATER MARK

Since interest is calculated using the highest value of the index on a contract
anniversary during the term, this design may credit higher interest than
some other designs if the index reaches a high point early or in the middle
of the term, then drops off at the end of the term.

LOW-WATER MARK

Since interest is calculated using the lowest value of the index prior to the
end of the term, this design may credit higher interest than some other
designs if the index reaches a low point early or in the middle of the term
and then rises at the end of the term.

POINT-TO-POINT

Since interest cannot be calculated before the end of the term, use of this
design may permit a higher participation rate than annuities using other
designs.
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Generally, equity-indexedPage
annuities
preset combinations of features.
You m ay have to make trade-offs to get features you want in an annuity.
This means the annuity you chose may also have features you don’t want.
TRADE-OFFS
ANNUAL RESET

Your annuity's participation rate may change each year and generally will be
lower than that of other indexing methods. Also an annual reset design may
use a cap or averaging to limit the total amount of interest you might earn
each year.

HIGH-WATER MARK

Interest is not credited until the end of the term. In some annuities, if you
surrender your annuity before the end of the term, you may not get indexlinked interest for that term. In other annuities, you may receive indexlinked interest, based on the highest anniversary value to date and the annuity's vesting schedule. Also, contracts with this design may have a lower
participation rate than annuities using other designs or may use a cap to
limit the total amount of interest you might earn.

LOW-WATER MARK

Interest is not credited until the end of the term. With some annuities, if
you surrender your annuity before the end of the term, you may not get
index-linked interest for that term. In other annuities, you may receive
index-linked interest based on a comparison of the lowest anniversary value
to date with the index value at surrender and the annuity's vesting schedule.
Also, contracts with this design may have a lower participation rate than
annuities using other designs or may use a cap to limit the total amount of
interest you might earn.

POINT-TO-POINT

Since interest is not credited until the end of the term, typically six or seven
years, you may not be able to get the index-linked interest until the end of
the term.
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IMPACT OF SOME OTHER
EQUITY-INDEXED ANNUITY
PRODUCT FEATURES?
CAP ON INTEREST EARNED

While a cap limits the amount of interest you might earn each year, annuities with this feature may have other product features you want, such as
annual interest crediting or the ability to take partial withdrawals. Also,
annuities that have a cap may have a higher participation rate.

AVERAGING

Averaging at the beginning of a term protects you from buying your annuity
at a high point, which would reduce the amount of interest you might earn.
Averaging at the end of the term protects you against severe declines in the
index and losing index-linked interest as a result. On the other hand, averaging may reduce the amount of the index-linked interest you earn when the
index rises either near the start or at the end of the term.

PARTICIPATION RATE

The participation rate may vary greatly from one annuity to another and
from time to time within a particular annuity. Therefore, it is important for
you to know how your annuity's participation rate works with the indexing
method. A high participation rate may be offset by other features, such as
simple interest, averaging, or a point-to-point indexing method. On the
other hand, an insurance company may offset a lower participation rate by
also offering a feature such as an annual reset indexing method.

INTEREST COMPOUNDING

It is important for you to know whether your annuity pays compound or
simple interest during a term. While you may earn less from an annuity that
pays simple interest, it may have other features you want, such as a high
participation rate.
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WHAT WILL IT
COST ME TO TAKE MY
MONEY OUT BEFORE
THE END OF THE TERM?
In addition to the information discussed in this Buyer's Guide about surrender and withdrawal charges and free withdrawals, there are additional considerations for equity-indexed annuities. Some annuities credit none of the
index-linked interest or only part of it if you take out money before the end
of the term. The percentage that is vested, or credited, generally increases
as the term comes closer to its end and is always 100% at the end of the
term.

ARE DIVIDENDS INCLUDED
IN THE INDEX?
Depending on the index
used, stock dividends
may or may not be
included in the index's
value. For example, the
S&P 500 is a stock price
index and only considers
the prices of stocks. It
does not recognize any
dividends paid on those
stocks.
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HOW DO I KNOW
IF AN EQUITY-INDEXED
ANNUITY IS RIGHT FOR ME?
The questions listed below
may help you decide which
type of annuity, if any,
meets your retirement
planning and financial
needs. You should consider what your goals are for
the money you may put
into the annuity. You need
to think about how much
risk you're willing to take
with the money. Ask yourself:
Am I interested in a variable annuity with the
potential for higher earnings that are not guaranteed and willing to risk losing the principal?
O

Is a guaranteed interest
rate more important to me,
with little or no risk of losing the principal?
O

Or, am I somewhere in
between these two
extremes and willing to
take some risks?
O
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HOW DO I KNOW
WHICH EQUITY-INDEXED
ANNUITY IS BEST FOR ME?
As with any other insurance
product, you must carefully
consider your own personal
situation and how you feel
about the choices available.
No single annuity design
may have all the features
you want. It is important to
understand the features and
trade-offs available so you
can choose the annuity that
is right for you. Keep in
mind that it may be misleading to compare one annuity
to another unless you compare all the other features of
each annuity. You must
decide for yourself what
combination of features
makes the most sense for
you. Also remember that it
is not possible to predict the
future behavior of an index.

25

of Appendix
QUESTIONSPage
YOU102
SHOULD
ASK
YOUR AGENT OR THE COMPANY
You should ask the following questions about equity-indexed annuities in
addition to the questions in the Buyer's Guide to Fixed Deferred Annuities.
O

How long is the term?

O

What is the guaranteed minimum interest rate?

What is the participation rate? For how long is the participation rate guaranteed?
O

O

Is there a minimum participation rate?

O

Does my contract have an interest rate cap? What is it?

O

Does my contract have an interest rate floor? What is it?

O

Is interest rate averaging used? How does it work?
Is interest compounded during
a term?
O

Is there a margin, spread, or
administrative fee? Is that in
addition to or instead of a participation rate?
O

What indexing method is used
in my contract?
O

What are the surrender charges or penalties if I want to end my contract
early and take out all of my money?
O

Can I get a partial withdrawal without paying charges or losing interest?
Does my contract have vesting? If so, what is the rate of vesting?
O
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FINAL POINTS
TO CONSIDER
Remember to read your
annuity contract carefully when you receive
it. Ask your agent or
insurance company to
explain anything you
don't understand. If
you have a specific
complaint or can't get
answers you need from
the agent or company,
contact your state
insurance department.
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,


1$,&,QVXUDQFHDQG$QQXLWLHV5HSODFHPHQW0RGHO5HJXODWLRQ
$ ,Q-XQHWKH1$,&DGRSWHGVXEVWDQWLDODPHQGPHQWVWRWKH
,QVXUDQFHDQG$QQXLWLHV5HSODFHPHQW0RGHO5HJXODWLRQ7KLVUHJXODWLRQ
HVWDEOLVKHVVXEVWDQWLDOSURWHFWLRQVIRUFRQVXPHUVWKURXJKUHTXLUHG
V\VWHPVRIVXSHUYLVLRQFRQWUROPRQLWRULQJDQGUHFRUGNHHSLQJIRU
LQVXUHUVDQGSURGXFHUV$GGLWLRQDOO\WKHUHJXODWLRQUHTXLUHVSODLQ(QJOLVK
QRWLFHVDQGVLJQHGGLVFORVXUHDERXWWKHUHSODFHPHQWWUDQVDFWLRQ

 7KH1$,&¶V0RGHO5HJXODWLRQDQGDPHQGPHQWVSURPRWH
XQLIRUPLW\DPRQJVWDWHLQVXUDQFHUHJXODWLRQV


 &LWDWLRQ,QVXUDQFHDQG$QQXLWLHV5HSODFHPHQW0RGHO5HJXODWLRQ
1$,&0RGHO5HJXODWLRQ6HUYLFH-XO\DW,,,

% $SSURDFKRIWKHDPHQGHGUHJXODWLRQ

 7KHDPHQGHGUHJXODWLRQHVWDEOLVKHVGXWLHVIRULQVXUDQFH
SURGXFHUVUHSODFLQJLQVXUHUVDQGH[LVWLQJLQVXUHUVGHVLJQHGWR
SURWHFWFRQVXPHUV

D )RUH[DPSOHLQVXUHUVXVLQJLQVXUDQFHSURGXFHUVPXVW
DPRQJRWKHUWKLQJV

  0DLQWDLQDsystem of supervision and control

  +DYHWKHcapacity to monitor HDFKSURGXFHU¶VOLIH
DQGDQQXLW\UHSODFHPHQWVIRUWKDWLQVXUHU

  $VFHUWDLQWKDWUHTXLUHGsales material and
illustrations are complete and accurateDQG

  Maintain recordsRIUHTXLUHGQRWLILFDWLRQIRUPVDQG
LOOXVWUDWLRQVWKDWFDQEHSURGXFHG

E $UHTXLUHGQRWLFHRIUHSODFHPHQWPXVWEHSUHVHQWHGUHDG
WRFRQVXPHUVDQGVLJQHGE\WKHSURGXFHUDQGFRQVXPHU

 7KHUHJXODWLRQOLVWVLOOXVWUDWLYHYLRODWLRQVDQGHVWDEOLVKHVSHQDOWLHV
WKDWPD\LQFOXGHWKHUHYRFDWLRQRUVXVSHQVLRQRIDSURGXFHU¶VRU
FRPSDQ\¶VOLFHQVHPRQHWDU\ILQHVDQGIRUIHLWXUHRIFRPPLVVLRQV
RUFRPSHQVDWLRQ&RPPLVVLRQHUVPD\UHTXLUHLQVXUHUVWRPDNH
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UHVWLWXWLRQDQGUHVWRUHSROLF\YDOXHVZLWKLQWHUHVWZKHQYLRODWLRQ
DUHPDWHULDOWRWKHVDOH>See6HFWLRQRIWKHUHJXODWLRQ@

& 2YHUYLHZRI,VVXH

 $UHSODFHPHQWRFFXUVZKHQDQLQGLYLGXDOXVHVH[LVWLQJOLIH
LQVXUDQFHSROLF\RUDQQXLW\FRQWUDFWYDOXHVWRSXUFKDVHDQHZ
SROLF\RUFRQWUDFW

 $UHSODFHPHQWPD\LQYROYHWKHXVHRIWKHHQWLUHYDOXHRIDQ
H[LVWLQJSROLF\RUFRQWUDFWDVLQWKHFDVHRIDVXUUHQGHURULWPD\
LQYROYHWKHXVHRIRQO\DSRUWLRQRIWKHH[LVWLQJYDOXHV

 8QGHUWKH1$,&0RGHODVDPHQGHGLQWKHXVHRIany
SRUWLRQRIWKHYDOXHVRIDQH[LVWLQJSROLF\RUFRQWUDFWWRSXUFKDVHD
QHZSROLF\RUFRQWUDFWFRQVWLWXWHVUHSODFHPHQWLQFOXGLQJ
ERUURZLQJDVVLJQLQJGLYLGHQGVODSVLQJRUIRUIHLWLQJ

D ([WHUQDOUHSODFHPHQWRFFXUVZKHQDFRPSDQ\UHSODFHV
WKHOLIHRUDQQXLW\SURGXFWRIDQRWKHUFRPSDQ\

E ,QWHUQDOUHSODFHPHQWRFFXUVZKHQDFRPSDQ\UHSODFHVD
OLIHRUDQQXLW\FRQWUDFWWKDWLWKDVDOUHDG\LVVXHG

' PurposeRIWKH$PHQGHG1$,&5HSODFHPHQW5HJXODWLRQ

 7RUHJXODWHWKHDFWLYLWLHVRILQVXUHUVDQGSURGXFHUVZLWKUHVSHFWWR
WKHUHSODFHPHQWRIH[LVWLQJOLIHLQVXUDQFHDQGDQQXLWLHV

 7RSURWHFWWKHLQWHUHVWVRIOLIHLQVXUDQFHDQGDQQXLW\SXUFKDVHUV
E\HVWDEOLVKLQJPLQLPXPVWDQGDUGVRIFRQGXFWWREHREVHUYHGLQ
UHSODFHPHQWRUILQDQFHGSXUFKDVHWUDQVDFWLRQVDQGWR

D $VVXUHWKDWSXUFKDVHUVUHFHLYHLQIRUPDWLRQZLWKZKLFKD
GHFLVLRQFDQEHPDGHLQKLVRUKHURZQEHVWLQWHUHVW

E 5HGXFHWKHRSSRUWXQLW\IRUPLVUHSUHVHQWDWLRQDQG
LQFRPSOHWHGLVFORVXUHDQG

F (VWDEOLVKSHQDOWLHVIRUIDLOXUHWRFRPSO\ZLWKWKHUHJXODWLRQ

( 5HJXODWLRQApplies to Variable Life Insurance and Variable Annuity
Replacements

 7KHWHUPreplacementLVGHILQHGLQWKHUHJXODWLRQWRPHDQD
WUDQVDFWLRQLQZKLFKDQHZSROLF\RUFRQWUDFWLVWREHSXUFKDVHG
DQGLWLVNQRZQRUVKRXOGEHNQRZQWRWKHSURSRVLQJSURGXFHURU
WRWKHSURSRVLQJLQVXUHULIWKHUHLVQRSURGXFHUWKDWE\UHDVRQRI
WKHWUDQVDFWLRQDQH[LVWLQJSROLF\RUFRQWUDFWKDVEHHQRULVWREH

D /DSVHGIRUIHLWHGVXUUHQGHUHGRUSDUWLDOO\VXUUHQGHUHG
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DVVLJQHGWRWKHUHSODFLQJLQVXUHURURWKHUZLVHWHUPLQDWHG

E &RQYHUWHGWRUHGXFHGSDLGXSLQVXUDQFHFRQWLQXHGDV
H[WHQGHGWHUPLQVXUDQFHRURWKHUZLVHUHGXFHGLQYDOXHE\
WKHXVHRIQRQIRUIHLWXUHEHQHILWVRURWKHUSROLF\YDOXHV

F $PHQGHGVRDVWRHIIHFWHLWKHUDUHGXFWLRQLQIRUFHRIIRU
ZKLFKEHQHILWVZRXOGEHSDLG

G 5HLVVXHGZLWKDQ\UHGXFWLRQLQFDVKYDOXHRU

H 8VHGLQDILQDQFHGSXUFKDVH

 7KHUHJXODWLRQH[FXVHVYDULDEOHOLIHDQGYDULDEOHDQQXLW\FRQWUDFWV
IURPUHTXLUHPHQWVLQ6HFWLRQV $  DQG % WRSURYLGH
LOOXVWUDWLRQVRUSROLF\VXPPDULHV

D ,QSODFHRIWKHSROLF\VXPPDULHVDQGLOOXVWUDWLRQV
UHTXLUHPHQWWKHUHJXODWLRQPDQGDWHV³SUHPLXPRUFRQWUDFW
GLVWULEXWLRQDPRXQWVDQGLGHQWLILFDWLRQRIWKHDSSURSULDWH
SURVSHFWXVRURIIHULQJFLUFXODU´LQVWHDG

E ,QDOORWKHUUHVSHFWVWKHUHJXODWLRQIXOO\DSSOLHVWR
LQGLYLGXDOYDULDEOHFRQWUDFWUHSODFHPHQWV

) ExceptionsIURPUHJXODWLRQIRUJURXSFRQWUDFWV

 7KHUHJXODWLRQGRHVQRWDSSO\WRWUDQVDFWLRQVLQYROYLQJ

D 3ROLFLHVRUFRQWUDFWVXVHGWRIXQG

  $QHPSOR\HHSHQVLRQRUZHOIDUHEHQHILWSODQWKDWLV
FRYHUHGE\WKH(PSOR\HH5HWLUHPHQWDQG,QFRPH
6HFXULW\$FW (5,6$ 

  $SODQGHVFULEHGE\6HFWLRQV D  N RU
 E RIWKH,QWHUQDO5HYHQXH&RGHZKHUHWKH
SODQIRUSXUSRVHVRI(5,6$LVHVWDEOLVKHGRU
PDLQWDLQHGE\DQHPSOR\HU

  $JRYHUQPHQWDORUFKXUFKSODQGHILQHGLQ6HFWLRQ
DJRYHUQPHQWDORUFKXUFKZHOIDUHEHQHILWSODQ
RUDGHIHUUHGFRPSHQVDWLRQSODQRIDVWDWHRUORFDO
JRYHUQPHQWRUWD[H[HPSWRUJDQL]DWLRQXQGHU
6HFWLRQRIWKH,QWHUQDO5HYHQXH&RGHRU

  $QRQTXDOLILHGGHIHUUHGFRPSHQVDWLRQ
DUUDQJHPHQWHVWDEOLVKHGRUPDLQWDLQHGE\DQ
HPSOR\HURUSODQVSRQVRU

E *URXSOLIHLQVXUDQFHRUJURXSDQQXLWLHVZKHUHWKHUHLVQR
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GLUHFWVROLFLWDWLRQRILQGLYLGXDOVE\DQLQVXUDQFHSURGXFHU

F &UHGLWOLIHLQVXUDQFH

* 'XWLHVRI3URGXFHUVDQG,QVXUHUVLQ5HSODFHPHQW7UDQVDFWLRQV

 'XWLHVRILQVXUHUVWKDWXVHSURGXFHUV>6HFWLRQ@

D 8QGHUWKHUHJXODWLRQHDFKLQVXUHUPXVW

  Maintain a system of supervision and controlWR
LQVXUHFRPSOLDQFHZLWKWKHUHTXLUHPHQWVRIWKLV
UHJXODWLRQWKDWVKDOOinclude at leastWKHIROORZLQJ

D

Inform its producers of the requirements of
the regulationDQGLQFRUSRUDWHWKH
UHTXLUHPHQWVRIWKHUHJXODWLRQLQWRDOO
UHOHYDQWproducer training manuals
SUHSDUHGE\WKHLQVXUHU

E

ProvideWRHDFKSURGXFHUa written
statement of the company's position with
respect to the acceptability of replacements
SURYLGLQJJXLGDQFHWRLWVSURGXFHUDVWRWKH
DSSURSULDWHQHVVRIWKHVHWUDQVDFWLRQV

F

A system to review the appropriatenessRI
HDFKUHSODFHPHQWWUDQVDFWLRQthat the
producer does not indicate is in accord with
the regulation’s standards;

G

3URFHGXUHVWR confirm WKDWWKHrequirements
RIWKLVUHJXODWLRQKDYHEHHQmetDQG

H

3URFHGXUHVWRdetect transactions that are
replacements of existing policiesRU
FRQWUDFWVE\WKHH[LVWLQJLQVXUHUEXWWKDW
KDYHQRWEHHQLGHQWLILHGDVVXFKE\WKH
DSSOLFDQWRUSURGXFHU











  Have the capacity to produceXSRQUHTXHVWDQG
PDNHDYDLODEOHWRWKH,QVXUDQFH'HSDUWPHQW
records of each producer's

D

ReplacementsLQFOXGLQJILQDQFHG
SXUFKDVHVDVDSHUFHQWDJHRIWKH
SURGXFHU VWRWDODQQXDOVDOHVIRUOLIH
LQVXUDQFHDQGDQQXLW\FRQWUDFWVQRW
H[HPSWHGIURPWKLVUHJXODWLRQ

E

Number of lapsesRISROLFLHVDQGFRQWUDFWV
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E\WKHSURGXFHUDVDSHUFHQWDJHRIWKH
SURGXFHU VWRWDODQQXDOVDOHVIRUOLIH
LQVXUDQFHDQGDQQXLW\FRQWUDFWVQRW
H[HPSWHGIURPWKLVUHJXODWLRQ

F

1XPEHURIWUDQVDFWLRQVWKDWDUHunidentified
replacements of existing policiesRU
FRQWUDFWVE\WKHH[LVWLQJLQVXUHUGHWHFWHGE\
WKHFRPSDQ\ VPRQLWRULQJV\VWHPDV
UHTXLUHGE\6HFWLRQ  $  RIWKH
UHJXODWLRQDQG



G

Replacements, indexed by replacing
producer and existing insurer



  5HTXLUHZLWKRUDVDSDUWRIHDFKDSSOLFDWLRQIRUOLIH
LQVXUDQFHRUDQDQQXLW\DVLJQHGVWDWHPHQWE\ERWK
WKHDSSOLFDQWDQGWKHSURGXFHUDVWRZKHWKHUWKH
DSSOLFDQWKDVH[LVWLQJSROLFLHVRUFRQWUDFWV

  5HTXLUHZLWKHDFKDSSOLFDWLRQIRUOLIHLQVXUDQFHRU
DQDQQXLW\WKDWLQGLFDWHVDQH[LVWLQJSROLF\RU
FRQWUDFWDFRPSOHWHGQRWLFHUHJDUGLQJ
UHSODFHPHQWVDVFRQWDLQHGLQ$WWDFKPHQWWRWKH
UHJXODWLRQ

  :KHQWKHDSSOLFDQWKDVH[LVWLQJSROLFLHVRU
FRQWUDFWVUHWDLQFRPSOHWHGDQGVLJQHGFRSLHVRI
WKHQRWLFHUHJDUGLQJUHSODFHPHQWVLQLWVKRPHRU
UHJLRQDORIILFHIRUDWOHDVWILYH\HDUVDIWHUWKH
WHUPLQDWLRQRUH[SLUDWLRQRIWKHSURSRVHGSROLF\RU
FRQWUDFW

  :KHQWKHDSSOLFDQWKDVH[LVWLQJSROLFLHVRU
FRQWUDFWVREWDLQDQGUHWDLQFRSLHVRIDQ\VDOHV
PDWHULDODVUHTXLUHGE\6HFWLRQ ( RIWKH
UHJXODWLRQWKHEDVLFLOOXVWUDWLRQDQGDQ\
VXSSOHPHQWDOLOOXVWUDWLRQVXVHGLQWKHVDOHDQGWKH
SURGXFHU VDQGDSSOLFDQW VVLJQHGVWDWHPHQWVZLWK
UHVSHFWWRILQDQFLQJDQGUHSODFHPHQWLQLWVKRPHRU
UHJLRQDORIILFHIRUDWOHDVWILYH\HDUVDIWHUWKH
WHUPLQDWLRQRUH[SLUDWLRQRIWKHSURSRVHGSROLF\RU
FRQWUDFW

  5HFRUGVUHTXLUHGWREHUHWDLQHGE\WKHUHJXODWLRQ
PD\EHPDLQWDLQHGLQSDSHUSKRWRJUDSK
PLFURSURFHVVPDJQHWLFPHFKDQLFDORUHOHFWURQLF
PHGLDRUE\DQ\SURFHVVZKLFKDFFXUDWHO\
UHSURGXFHVWKHDFWXDOGRFXPHQW

 'XWLHVRI5HSODFLQJ,QVXUHUVWKDW8VH3URGXFHUV>6HFWLRQ@
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D :KHUHDUHSODFHPHQWLVLQYROYHGLQWKHWUDQVDFWLRQWKH
UHSODFLQJLQVXUHUVKDOO

  9HULI\WKDWWKHUHTXLUHGIRUPVDUHUHFHLYHGDQGDUH
LQFRPSOLDQFHZLWKWKHUHJXODWLRQ

  1RWLI\DQ\RWKHUH[LVWLQJLQVXUHUWKDWPD\EH
DIIHFWHGE\WKHSURSRVHGUHSODFHPHQWZLWKLQILYH
EXVLQHVVGD\VRIUHFHLSWRIDFRPSOHWHGDSSOLFDWLRQ
LQGLFDWLQJUHSODFHPHQWRUZKHQWKHUHSODFHPHQWLV
LGHQWLILHGLIQRWLQGLFDWHGRQWKHDSSOLFDWLRQDQG
PDLODFRS\RIWKHDYDLODEOH illustration or policy
summaryIRUWKHSURSRVHGSROLF\RUDYDLODEOH
GLVFORVXUHGRFXPHQWIRUWKHSURSRVHGFRQWUDFW
ZLWKLQILYHEXVLQHVVGD\VRIDUHTXHVWIURPDQ
H[LVWLQJLQVXUHU>noteWKLVLOOXVWUDWLRQDQGSROLF\
VXPPDU\UHTXLUHPHQWGRHVQRWDSSO\WRYDULDEOH
FRQWUDFWV@

  %HDEOHWRSURGXFHFRSLHVRIWKHQRWLILFDWLRQ
UHJDUGLQJUHSODFHPHQWUHTXLUHGLQ6HFWLRQ % 
indexed by producer, in its home or regional office
IRUDWOHDVWILYH\HDUVRUXQWLOWKHQH[WUHJXODU
H[DPLQDWLRQE\WKHLQVXUDQFHGHSDUWPHQWRID
FRPSDQ\ VVWDWHRIGRPLFLOHZKLFKHYHULVODWHUDQG

  3URYLGHWRWKHSROLF\RUFRQWUDFWRZQHUQRWLFHRIWKH
ULJKWWRUHWXUQWKHSROLF\RUFRQWUDFWZLWKLQWKLUW\  
GD\VRIWKHGHOLYHU\RIWKHFRQWUDFWDQGUHFHLYHDQ
XQFRQGLWLRQDOIXOOUHIXQGRIDOOSUHPLXPVRU
FRQVLGHUDWLRQVSDLGRQLWLQFOXGLQJDQ\SROLF\IHHV
RUFKDUJHVRULQWKHFDVHRIDvariable or market
value adjustment policy or contractDSD\PHQWRI
WKHFDVKVXUUHQGHUYDOXHSURYLGHGXQGHUWKHSROLF\
RUFRQWUDFWSOXVWKHIHHVDQGRWKHUFKDUJHV
GHGXFWHGIURPWKHJURVVSUHPLXPVRU
FRQVLGHUDWLRQVRULPSRVHGXQGHUVXFKSROLF\RU
FRQWUDFW

E ,QWUDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJ
LQVXUHUDUHWKHVDPHRUVXEVLGLDULHVRUDIILOLDWHVXQGHU
FRPPRQRZQHUVKLSRUFRQWURO>internal replacements@DOORZ
FUHGLWIRUWKHSHULRGRIWLPHWKDWKDVHODSVHGXQGHUWKH
UHSODFHGSROLF\ VRUFRQWUDFW VLQFRQWHVWDELOLW\DQGVXLFLGH
SHULRGXSWRWKHIDFHDPRXQWRIWKHH[LVWLQJSROLF\RU
FRQWUDFW:LWKUHJDUGWRfinanced purchasesWKHFUHGLWPD\
EHOLPLWHGWRWKHDPRXQWWKHIDFHDPRXQWRIWKHH[LVWLQJ
SROLF\LVUHGXFHGE\WKHXVHRIH[LVWLQJSROLF\YDOXHVWR
IXQGWKHQHZSROLF\RUFRQWUDFW
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F ,IDQLQVXUHUprohibits the use of sales material other than
that approvedE\WKHFRPSDQ\DVDQDOWHUQDWLYHWRWKH
UHTXLUHPHQWVRI6HFWLRQ ( WKHLQVXUHUPD\

  5HTXLUHZLWKHDFKDSSOLFDWLRQDVWDWHPHQWsigned
by the producerWKDW

 5HSUHVHQWVWKDWWKHSURGXFHUXVHGRQO\
FRPSDQ\DSSURYHGVDOHVPDWHULDO
 ListsE\LGHQWLI\LQJQXPEHURURWKHU
GHVFULSWLYHODQJXDJHWKHsales material that
was usedDQG

 6WDWHVWKDWFRSLHVRIDOOVDOHVPDWHULDOZHUH
OHIWZLWKWKHDSSOLFDQWLQDFFRUGDQFHZLWK
6HFWLRQ ' DQG

o :LWKLQWHQGD\VRIWKHLVVXDQFHRIWKHSROLF\RU
FRQWUDFW

D

1RWLI\WKHDSSOLFDQWE\VHQGLQJDOHWWHURUE\
YHUEDOFRPPXQLFDWLRQZLWKWKHDSSOLFDQWby
a person whose duties are separate from
the marketing area of the insurerWKDWWKH
SURGXFHUKDVUHSUHVHQWHGWKDWFRSLHVRIDOO
VDOHVPDWHULDOKDYHEHHQOHIWZLWKWKH
DSSOLFDQWLQDFFRUGDQFHZLWK6HFWLRQ ' 

E

3URYLGHWKHDSSOLFDQWZLWKDtoll free number
WRFRQWDFWcompany personnel involved in
the compliance functionLIVXFKLVQRWWKH
FDVHDQG

F

6WUHVVWKHLPSRUWDQFHRIUHWDLQLQJFRSLHVRI
WKHVDOHVPDWHULDOIRUIXWXUHUHIHUHQFHDQG





o .HHSDFRS\RIWKHOHWWHURURWKHUYHULILFDWLRQLQWKH
SROLF\ILOHDWWKHKRPHRUUHJLRQDORIILFHIRUDWOHDVW
ILYH\HDUVDIWHUWKHWHUPLQDWLRQRUH[SLUDWLRQRIWKH
SROLF\RUFRQWUDFW


 'XWLHVRIWKH([LVWLQJ,QVXUHU>6HFWLRQ@

D

:KHUHDUHSODFHPHQWLVLQYROYHGLQWKHWUDQVDFWLRQWKH
H[LVWLQJLQVXUHUVKDOO


  8SRQQRWLFHWKDWLWVH[LVWLQJSROLF\RUFRQWUDFWPD\EH
UHSODFHGRUDSROLF\PD\EHSDUWRIDILQDQFHGSXUFKDVH
retain copiesRIWKHQRWLILFDWLRQLQLWVKRPHRUUHJLRQDO
RIILFHindexed by replacing insurerQRWLI\LQJLWRIWKH
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UHSODFHPHQWIRUDWOHDVWILYH\HDUVRUXQWLOWKHFRQFOXVLRQRI
WKHQH[WUHJXODUH[DPLQDWLRQFRQGXFWHGE\WKH,QVXUDQFH
'HSDUWPHQWRILWVVWDWHRIGRPLFLOHZKLFKHYHULVODWHU

  6HQGDOHWWHUWRWKHSROLF\RUFRQWUDFWRZQHURIWKHULJKW
WRUHFHLYHLQIRUPDWLRQUHJDUGLQJWKHH[LVWLQJSROLF\RU
FRQWUDFWYDOXHVLQFOXGLQJLIDYDLODEOHDQLQIRUFH
LOOXVWUDWLRQRUSROLF\VXPPDU\LIDQLQIRUFHLOOXVWUDWLRQ
FDQQRWEHSURGXFHGZLWKLQILYHEXVLQHVVGD\VRIUHFHLSWRI
DQRWLFHWKDWDQH[LVWLQJSROLF\RUFRQWUDFWLVEHLQJ
UHSODFHG7KHLQIRUPDWLRQVKDOOEHSURYLGHGZLWKLQILYH
EXVLQHVVGD\VRIUHFHLSWRIWKHUHTXHVWIURPWKHSROLF\RU
FRQWUDFWRZQHU

  8SRQUHFHLSWRIDUHTXHVWWRERUURZVXUUHQGHURU
ZLWKGUDZDQ\SROLF\RUFRQWUDFWYDOXHVVHQGWRWKH
DSSOLFDQWDQRWLFHDGYLVLQJWKHSROLF\RUFRQWUDFWRZQHURI
WKHHIIHFWUHOHDVHRISROLF\RUFRQWUDFWYDOXHVZLOOKDYHRQ
WKHQRQJXDUDQWHHGHOHPHQWVIDFHDPRXQWRUVXUUHQGHU
YDOXHRIWKHSROLF\RUFRQWUDFWIURPZKLFKWKHYDOXHVDUH
UHOHDVHG7KHQRWLFHVKDOOEHVHQWVHSDUDWHIURPWKHFKHFN
LIWKHFKHFNLVVHQWWRDQ\RQHRWKHUWKDQWKHSROLF\RU
FRQWUDFWRZQHU,QWKHFDVHRIconsecutive automatic
premium loans or systematic withdrawalsIURPDFRQWUDFW
WKHLQVXUHULVRQO\UHTXLUHGWRVHQGWKHQRWLFHDWWKHWLPHRI
WKHILUVWORDQRUZLWKGUDZDO

 'XWLHVRI3URGXFHUV>6HFWLRQ@

D

$SURGXFHUZKRLQLWLDWHVDQDSSOLFDWLRQPXVWVXEPLWWRWKH
LQVXUHUZLWKRUDVSDUWRIWKHDSSOLFDWLRQDVWDWHPHQW
VLJQHGE\ERWKWKH
DSSOLFDQWDQGWKHSURGXFHUDVWRZKHWKHUWKHDSSOLFDQWKDV
H[LVWLQJSROLFLHVRUFRQWUDFWV,IWKHDQVZHULVQRWKH
SURGXFHU VGXWLHVZLWKUHVSHFWWRUHSODFHPHQWDUH
FRPSOHWH

E

,IWKHDSSOLFDQWDQVZHUHG\HVWRWKHTXHVWLRQUHJDUGLQJ
H[LVWLQJFRYHUDJHUHIHUUHGWRLQ6XEVHFWLRQ $ WKH
SURGXFHUVKDOOSUHVHQWDQGUHDGWRWKHDSSOLFDQWQRWODWHU
WKDQDWWKHWLPHRIWDNLQJWKHDSSOLFDWLRQDQRWLFH
UHJDUGLQJUHSODFHPHQWVLQWKHIRUPDVGHVFULEHGLQ
$WWDFKPHQWWRWKHUHJXODWLRQRURWKHUVXEVWDQWLDOO\VLPLODU
IRUPDSSURYHGE\WKHFRPPLVVLRQHUThe notice shall be
signed by both the applicant and the producerDWWHVWLQJ
WKDWWKHQRWLFHKDVEHHQUHDGDORXGE\WKHSURGXFHURUWKDW
WKHDSSOLFDQWGLGQRWZLVKWKHQRWLFHWREHUHDGDORXG LQ
ZKLFKFDVHWKHSURGXFHUQHHGQRWKDYHUHDGWKHQRWLFH
DORXG DQGOHIWZLWKWKHDSSOLFDQW

F

7KHQRWLFHVKDOOOLVWDOOOLIHLQVXUDQFHSROLFLHVRUDQQXLWLHV
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SURSRVHGWREHUHSODFHGSURSHUO\LGHQWLILHGE\QDPHRI
LQVXUHUWKHLQVXUHGRUDQQXLWDQWDQGSROLF\RUFRQWUDFW
QXPEHULIDYDLODEOHDQGVKDOOLQFOXGHDVWDWHPHQWDVWR
ZKHWKHUHDFKSROLF\RUFRQWUDFWZLOOEHUHSODFHGRUZKHWKHU
DSROLF\ZLOOEHXVHGDVDVRXUFHRIILQDQFLQJIRUWKHQHZ
SROLF\RUFRQWUDFW,IDSROLF\RUFRQWUDFWQXPEHUKDVQRW
EHHQLVVXHGE\WKHH[LVWLQJLQVXUHUDOWHUQDWLYH
LGHQWLILFDWLRQVXFKDVDQDSSOLFDWLRQRUUHFHLSWQXPEHU
VKDOOEHOLVWHG

G

,QFRQQHFWLRQZLWKDUHSODFHPHQWWUDQVDFWLRQthe producer
shall leave with the applicant DWWKHWLPHDQDSSOLFDWLRQIRU
DQHZSROLF\RUFRQWUDFWLVFRPSOHWHGthe original or a copy
of all sales material:LWKUHVSHFWWRHOHFWURQLFDOO\
SUHVHQWHGVDOHVPDWHULDOLWVKDOOEHSURYLGHGWRWKH
SROLF\KROGHULQSULQWHGIRUPQRODWHUWKDQDWWKHWLPHRI
SROLF\RUFRQWUDFWGHOLYHU\

H

([FHSWDVSURYLGHGLQ6HFWLRQ & RIWKHUHJXODWLRQLQ
FRQQHFWLRQZLWKDUHSODFHPHQWWUDQVDFWLRQWKHSURGXFHU
VKDOOVXEPLWWRWKHLQVXUHUWRZKLFKDQDSSOLFDWLRQIRUD
SROLF\RUFRQWUDFWLVSUHVHQWHGDFRS\RIHDFKGRFXPHQW
UHTXLUHGE\WKLVVHFWLRQ a statement identifying any
preprinted or electronically presented company approved
sales materials usedDQGcopies of any individualized
sales materialsLQFOXGLQJany illustrations XVHGLQWKH
WUDQVDFWLRQ




+


6HOHFWHG'HILQLWLRQV


6HFWLRQ ' GHILQHVWKHWHUPfinanced purchaseDV³WKHSXUFKDVH
RIDQHZSROLF\LQYROYLQJWKHDFWXDORULQWHQGHGXVHRIIXQGV
REWDLQHGE\WKHZLWKGUDZDORUVXUUHQGHURIRUE\ERUURZLQJIURP
YDOXHVRIDQH[LVWLQJSROLF\WRSD\DOORUSDUWRIDQ\SUHPLXPGXH
RQWKHQHZSROLF\´


D
,IDZLWKGUDZDOVXUUHQGHURUERUURZLQJLQYROYLQJWKHSROLF\
YDOXHVRIDQH[LVWLQJSROLF\DUHXVHGWRSD\SUHPLXPVRQDQHZ
SROLF\RZQHGE\WKHVDPHSROLF\KROGHUwithin thirteen months
before or after the effective date of the new policyDQGLVNQRZQE\
WKHUHSODFLQJLQVXUHURULIWKHZLWKGUDZDOVXUUHQGHURUERUURZLQJ
LVVKRZQRQDQ\LOOXVWUDWLRQRIWKHH[LVWLQJDQGQHZSROLFLHVPDGH
DYDLODEOHWRWKHSURVSHFWLYHSROLF\RZQHUE\WKHLQVXUHURULWV
SURGXFHUVLWZLOOEHdeemed prima facie evidence of a financed
purchase.





6HFWLRQ , GHILQHVWKHWHUPUHJLVWHUHGFRQWUDFWDV³DYDULDEOH
DQQXLW\FRQWUDFWRUYDULDEOHOLIHLQVXUDQFHSROLF\VXEMHFWWRWKH
SURVSHFWXVGHOLYHU\UHTXLUHPHQWVRIWKH6HFXULWLHV$FWRI´
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, 6HYHUDODVSHFWVRIWKHDPHQGHG1$,&PRGHOUHJXODWLRQSDUDOOHO6(&DQG
),15$SRVLWLRQVFRQFHUQLQJ6HFWLRQH[FKDQJHVDQGERQXVDQQXLW\VDOHV

 6HOHFWHGOLVWRISDUDOOHOUHJXODWRU\FRQFHSWV

D ),15$*XLGHOLQHRQ9DULDEOH/LIH,QVXUDQFH'LVWULEXWLRQ
170 -XQH 

E ),15$*XLGHOLQHVRQ6XSHUYLVRU\5HVSRQVLELOLWLHV170
 -XQH 

F ),15$6WDWHPHQWRQ9DULDEOH$QQXLW\'LVWULEXWLRQ170
 0D\ 

G 6(&2IILFHRI&RPSOLDQFH,QVSHFWLRQVDQG([DPLQDWLRQV
,QGLFDWRUVRI³*RRG´,QWHUQDO&RQWUROVLQ9DULDEOH&RQWUDFW
'LVWULEXWLRQ

  $FRPSLODWLRQRIWKH6(&¶VLQGLFDWRUVGUDZQIURP
VSHHFKHVDQGVHPLQDUFRPPHQWVLVGLVFXVVHGLQ
:LONHUVRQVariable Product Distribution: A
Continuing Study of Compliance Examinations,
Inspections Sweeps and Evolving Regulatory
Standards$&/,&RPSOLDQFH6HFWLRQ$QQXDO
0HHWLQJ -XO\ DW

H 6(&([DPLQDWLRQRI9DULDEOH$QQXLW\³%RQXV´3URJUDPV

  6HYHUDORIWKHLWHPVUHTXHVWHGLQWKH6(&¶V
LQVSHFWLRQOHWWHUUHTXHVWHGGRFXPHQWVDQG
LQIRUPDWLRQWKDWWKHDPHQGHG1$,&0RGHO
5HSODFHPHQW5HJXODWLRQDOVRDGGUHVVHV

D

6FRSHRIGRFXPHQWVUHTXHVWHGLQWKH6(&¶V
H[DPLQDWLRQVZDVRXWOLQHGLQVariable
Product Distribution: A Continuing Study of
Compliance Examinations, Inspections
Sweeps and Evolving Regulatory
Standards$&/,&RPSOLDQFH6HFWLRQ
$QQXDO0HHWLQJ -XO\ DW


D ),15$DQG6(&LQVSHFWLRQVZHHSVIRFXVLQJRQ³6HFWLRQ
H[FKDQJHV´RIYDULDEOHFRQWUDFWVDQG³OLIHILQDQFLQJ´
DUUDQJHPHQWV DQG 

  7KHVHVZHHSVDQGWKHGRFXPHQWDWLRQWKH\HOLFLWHG
ZHUHGLVFXVVHGLQVariable Product Distribution: A
Continuing Study of Compliance Examinations,
Inspections Sweeps and Evolving Regulatory
Standards$&/,&RPSOLDQFH6HFWLRQ$QQXDO
0HHWLQJ -XO\ DWDQG
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- 1$,&0RGHO5HSODFHPHQW5HJXODWLRQ6WDWHE\6WDWH&KDUW

$FKDUWOLVWLQJWKHVWDWXVRIWKH1$,&0RGHO5HSODFHPHQW
5HJXODWLRQXQGHUVWDWHLQVXUDQFHODZDSSHDUVIROORZLQJWKLV
RXWOLQH




>1$,&5HSODFHPHQW'LVFORVXUH([DPSOHV)ROORZRQ1H[W3DJH@









>7KLVVSDFHOHIWLQWHQWLRQDOO\EODQN@
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$WWDFKPHQWWRWKLV2XWOLQHRQWKH0RGHO5HSODFHPHQW5HJXODWLRQ

,03257$17127,&(5(3/$&(0(172)/,)(,1685$1&(25$118,7,(6

This document must be signed by the applicant and the producer, if there is one, and a
copy left with the applicant.

<RXDUHFRQWHPSODWLQJWKHSXUFKDVHRIDOLIHLQVXUDQFHSROLF\RUDQQXLW\FRQWUDFW,Q
VRPHFDVHVWKLVSXUFKDVHPD\LQYROYHGLVFRQWLQXLQJRUFKDQJLQJDQH[LVWLQJSROLF\RU
FRQWUDFW,IVRDUHSODFHPHQWLVRFFXUULQJ)LQDQFHGSXUFKDVHVDUHDOVRFRQVLGHUHG
UHSODFHPHQWV

$UHSODFHPHQWRFFXUVZKHQDQHZSROLF\RUFRQWUDFWLVSXUFKDVHGDQGLQFRQQHFWLRQ
ZLWKWKHVDOH\RXGLVFRQWLQXHPDNLQJSUHPLXPSD\PHQWVRQWKHH[LVWLQJSROLF\RU
FRQWUDFWRUDQH[LVWLQJSROLF\RUFRQWUDFWLVVXUUHQGHUHGIRUIHLWHGDVVLJQHGWRWKH
UHSODFLQJLQVXUHURURWKHUZLVHWHUPLQDWHGRUXVHGLQDILQDQFHGSXUFKDVH

$ILQDQFHGSXUFKDVHRFFXUVZKHQWKHSXUFKDVHRIDQHZOLIHLQVXUDQFHSROLF\LQYROYHV
WKHXVHRIIXQGVREWDLQHGE\WKHZLWKGUDZDORUVXUUHQGHURIRUE\ERUURZLQJVRPHRUDOO
RIWKHSROLF\YDOXHVLQFOXGLQJDFFXPXODWHGGLYLGHQGVRIDQH[LVWLQJSROLF\WRSD\DOORU
SDUWRIDQ\SUHPLXPRUSD\PHQWGXHRQWKHQHZSROLF\$ILQDQFHGSXUFKDVHLVD
UHSODFHPHQW

<RXVKRXOGFDUHIXOO\FRQVLGHUZKHWKHUDUHSODFHPHQWLVLQ\RXUEHVWLQWHUHVWV<RXZLOO
SD\DFTXLVLWLRQFRVWVDQGWKHUHPD\EHVXUUHQGHUFRVWVGHGXFWHGIURP\RXUSROLF\RU
FRQWUDFW<RXPD\EHDEOHWRPDNHFKDQJHVWR\RXUH[LVWLQJSROLF\RUFRQWUDFWWRPHHW
\RXULQVXUDQFHQHHGVDWOHVVFRVW$ILQDQFHGSXUFKDVHZLOOUHGXFHWKHYDOXHRI\RXU
H[LVWLQJSROLF\RUFRQWUDFWDQGPD\UHGXFHWKHDPRXQWSDLGXSRQWKHGHDWKRIWKH
LQVXUHG

:HZDQW\RXWRXQGHUVWDQGWKHHIIHFWVRIUHSODFHPHQWVEHIRUH\RXPDNH\RXUSXUFKDVH
GHFLVLRQDQGDVNWKDW\RXDQVZHUWKHIROORZLQJTXHVWLRQVDQGFRQVLGHUWKHTXHVWLRQVRQ
WKHEDFNRIWKLVIRUP
$UH\RXFRQVLGHULQJGLVFRQWLQXLQJPDNLQJSUHPLXPSD\PHQWVVXUUHQGHULQJIRUIHLWLQJ
DVVLJQLQJWRWKHLQVXUHURURWKHUZLVHWHUPLQDWLQJ\RXUH[LVWLQJSROLF\RUFRQWUDFW"BBB
<(6BBB12

$UH\RXFRQVLGHULQJXVLQJIXQGVIURP\RXUH[LVWLQJSROLFLHVRUFRQWUDFWVWRSD\
SUHPLXPVGXHRQWKHQHZSROLF\RUFRQWUDFW"BBB<(6BBB12

,I\RXDQVZHUHG\HVWRHLWKHURIWKHDERYHTXHVWLRQVOLVWHDFKH[LVWLQJSROLF\RU
FRQWUDFW\RXDUHFRQWHPSODWLQJUHSODFLQJ LQFOXGHWKHQDPHRIWKHLQVXUHUWKH
LQVXUHGDQGWKHFRQWUDFWQXPEHULIDYDLODEOH DQGZKHWKHUHDFKSROLF\ZLOOEH
UHSODFHGRUXVHGDVDVRXUFHRIILQDQFLQJ
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,1685(51$0(
&2175$&72532/,&<
,1685('25$118,7$175(3/$&(' 5 25),1$1&,1* ) 






0DNHVXUH\RXNQRZWKHIDFWV&RQWDFW\RXUH[LVWLQJFRPSDQ\RULWVDJHQWIRU
LQIRUPDWLRQDERXWWKHROGSROLF\RUFRQWUDFW>,I\RXUHTXHVWRQHDQLQIRUFH
LOOXVWUDWLRQSROLF\VXPPDU\RUDYDLODEOHGLVFORVXUHGRFXPHQWVPXVWEHVHQWWR
\RXE\WKHH[LVWLQJLQVXUHU@$VNIRUDQGUHWDLQDOOVDOHVPDWHULDOXVHGE\WKH
DJHQWLQWKHVDOHVSUHVHQWDWLRQ%HVXUHWKDW\RXDUHPDNLQJDQLQIRUPHG
GHFLVLRQ

7KHH[LVWLQJSROLF\RUFRQWUDFWLVEHLQJUHSODFHGEHFDXVHBBBBBBBBBBBBBBBBBBBBB
BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

,FHUWLI\WKDWWKHUHVSRQVHVKHUHLQDUHWRWKHEHVWRIP\NQRZOHGJHDFFXUDWH

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

$SSOLFDQW V6LJQDWXUHDQG3ULQWHG1DPH 



'DWH

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

3URGXFHU V6LJQDWXUHDQG3ULQWHG1DPH 



'DWH

BBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBBB

,GRQRWZDQWWKLVQRWLFHUHDGDORXGWRPHBBBBBBBBBB $SSOLFDQWVPXVWLQLWLDORQO\LI
WKH\GRQRWZDQWWKHQRWLFHUHDGDORXG 


$UHSODFHPHQWPD\QRWEHLQ\RXUEHVWLQWHUHVWRU\RXUGHFLVLRQFRXOGEHDJRRGRQH
<RXVKRXOGPDNHDFDUHIXOFRPSDULVRQRIWKHFRVWVDQGEHQHILWVRI\RXUH[LVWLQJSROLF\
RUFRQWUDFWDQGWKHSURSRVHGSROLF\RUFRQWUDFW2QHZD\WRGRWKLVLVWRDVNWKH
FRPSDQ\RUDJHQWWKDWVROG\RX\RXUH[LVWLQJSROLF\RUFRQWUDFWWRSURYLGH\RXZLWK
LQIRUPDWLRQFRQFHUQLQJ\RXUH[LVWLQJSROLF\RUFRQWUDFW7KLVPD\LQFOXGHDQLOOXVWUDWLRQRI
KRZ\RXUH[LVWLQJSROLF\RUFRQWUDFWLVZRUNLQJQRZDQGKRZLWZRXOGSHUIRUPLQWKH
IXWXUHEDVHGRQFHUWDLQDVVXPSWLRQV,OOXVWUDWLRQVVKRXOGQRWKRZHYHUEHXVHGDVD
VROHEDVLVWRFRPSDUHSROLFLHVRUFRQWUDFWV<RXVKRXOGGLVFXVVWKHIROORZLQJZLWK\RXU
DJHQWWRGHWHUPLQHZKHWKHUUHSODFHPHQWRUILQDQFLQJ\RXUSXUFKDVHPDNHVVHQVH
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35(0,806 



$UHWKH\DIIRUGDEOH"
&RXOGWKH\FKDQJH"
<RX UHROGHUDUHSUHPLXPVKLJKHUIRUWKHSURSRVHGQHZ
SROLF\"
+RZORQJZLOO\RXKDYHWRSD\SUHPLXPVRQWKHQHZ
SROLF\"2QWKHROGSROLF\"


32/,&<9$/8(6



1HZSROLFLHVXVXDOO\WDNHORQJHUWREXLOGFDVKYDOXHVDQG
WRSD\GLYLGHQGV
$FTXLVLWLRQFRVWVIRUWKHROGSROLF\PD\KDYHEHHQSDLG
\RXZLOOLQFXUFRVWVIRUWKHQHZRQH
:KDWVXUUHQGHUFKDUJHVGRWKHSROLFLHVKDYH"
:KDWH[SHQVHDQGVDOHVFKDUJHVZLOO\RXSD\RQWKHQHZ
SROLF\"
'RHVWKHQHZSROLF\SURYLGHPRUHLQVXUDQFHFRYHUDJH"


,1685$%,/,7<




,I\RXUKHDOWKKDVFKDQJHGVLQFH\RXERXJKW\RXU
ROGSROLF\WKHQHZRQHFRXOGFRVW\RXPRUHRU\RXFRXOG
EHWXUQHGGRZQ
<RXPD\QHHGDPHGLFDOH[DPIRUDQHZSROLF\
&ODLPVRQPRVWQHZSROLFLHVIRUXSWRWKHILUVWWZR\HDUV
FDQEHGHQLHGEDVHGRQLQDFFXUDWHVWDWHPHQWV
6XLFLGHOLPLWDWLRQVPD\EHJLQDQHZRQWKHQHZFRYHUDJH


,)<28$5(.((3,1*7+(2/'32/,&<$6:(//$67+(1(:32/,&<

+RZDUHSUHPLXPVIRUERWKSROLFLHVEHLQJSDLG"
+RZZLOOWKHSUHPLXPVRQ\RXUH[LVWLQJSROLF\EHDIIHFWHG"
:LOODORDQEHGHGXFWHGIURPGHDWKEHQHILWV"
:KDWYDOXHVIURPWKHROGSROLF\DUHEHLQJXVHGWRSD\
SUHPLXPV"

,)<28$5(6855(1'(5,1*$1$118,7<25,17(5(676(16,7,9(/,)(
352'8&7

:LOO\RXSD\VXUUHQGHUFKDUJHVRQ\RXUROGFRQWUDFW"
:KDWDUHWKHLQWHUHVWUDWHJXDUDQWHHVIRUWKHQHZFRQWUDFW"
+DYH\RXFRPSDUHGWKHFRQWUDFWFKDUJHVRURWKHUSROLF\
H[SHQVHV"

27+(5,668(672&216,'(5)25$//75$16$&7,216

:KDWDUHWKHWD[FRQVHTXHQFHVRIEX\LQJWKHQHZSROLF\"
,VWKLVDWD[IUHHH[FKDQJH" 6HH\RXUWD[DGYLVRU 
,VWKHUHDEHQHILWIURPIDYRUDEOHJUDQGIDWKHUHGWUHDWPHQW
RIWKHROGSROLF\XQGHUWKHIHGHUDOWD[FRGH"
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:LOOWKHH[LVWLQJLQVXUHUEHZLOOLQJWRPRGLI\WKHROGSROLF\"
+RZGRHVWKHTXDOLW\DQGILQDQFLDOVWDELOLW\RIWKHQHZ
FRPSDQ\FRPSDUHZLWK\RXUH[LVWLQJFRPSDQ\"

$WWDFKPHQWWR5HSODFHPHQW2XWOLQH 
127,&(5(*$5',1*5(3/$&(0(17
5(3/$&,1*<285/,)(,1685$1&(32/,&<25$118,7<"


$UH\RXWKLQNLQJDERXWEX\LQJDQHZOLIHLQVXUDQFHSROLF\RUDQQXLW\DQGGLVFRQWLQXLQJRU
FKDQJLQJDQH[LVWLQJRQH",I\RXDUH\RXUGHFLVLRQFRXOGEHDJRRGRQHRUDPLVWDNH
<RXZLOOQRWNQRZIRUVXUHXQOHVV\RXPDNHDFDUHIXOFRPSDULVRQRI\RXUH[LVWLQJ
EHQHILWVDQGWKHSURSRVHGSROLF\RUFRQWUDFW VEHQHILWV


0DNHVXUH\RXXQGHUVWDQGWKHIDFWV<RXVKRXOGDVNWKHFRPSDQ\RUDJHQWWKDWVROG\RX
\RXUH[LVWLQJSROLF\RUFRQWUDFWWRJLYH\RXLQIRUPDWLRQDERXWLW

+HDUERWKVLGHVEHIRUH\RXGHFLGH7KLVZD\\RXFDQEHVXUH\RXDUHPDNLQJDGHFLVLRQ
WKDWLVLQ\RXUEHVWLQWHUHVW

>7KLVVSDFHOHIWLQWHQWLRQDOO\EODQN@





$PHQGPHQWVWRH[LVWLQJODZVDQGUHJXODWLRQV
1HZODZVUHJXODWLRQVDQGDGPLQLVWUDWLYHPDWHULDORU
([SDQVLRQRIWKHVFRSHRIWKHVXUYH\RUDGGLWLRQDOLQIRUPDWLRQRQWKHWRSLF

Note:1ROLYHZHEOLQNVDUHDYDLODEOHLQWKLVVXUYH\
March 2015

$PHULFDQ&RXQFLORI/LIH,QVXUHUV


$&/,KRSHVWKLVFRPSLODWLRQLVKHOSIXODVDTXLFNUHIHUHQFHIRU\RXUTXHVWLRQVRQOLIHLQVXUDQFHUHSODFHPHQWUHTXLUHPHQWV7KLVVXUYH\GRHV
QRWFRQVWLWXWHDOHJDORSLQLRQE\$&/,VWDII7KHLaw SurveysDUHUHYLHZHGDQGXSGDWHGDQQXDOO\8VHUVDUHHQFRXUDJHGWRUHIHUWRWKHWH[WRI
WKHVWDWXWHVDQGUHJXODWLRQVFLWHGIRUWKHPRVWFXUUHQWDQGFRPSOHWHLQIRUPDWLRQ

5DWKHUWKDQVXPPDUL]LQJRWKHUUHSODFHPHQWUHTXLUHPHQWVWKHFRPSLODWLRQSURYLGHVFLWDWLRQVWRVWDWHODZRUUHJXODWLRQVWKDWFRUUHVSRQGZLWK
VHYHUDONH\HOHPHQWVRIWKH1$,&PRGHOGHILQLWLRQVGXWLHVRISURGXFHUVDQGLQVXUHUVDQGIRUPV3OHDVHUHIHUWR$&/, V Law Survey)UHH
LookIRULQIRUPDWLRQRQIUHHORRNUHTXLUHPHQWVIRUUHSODFHPHQWSROLFLHV

7KLVPXOWLVWDWHVXUYH\LGHQWLILHVWKHVWDWHVWKDWKDYHEDVHGWKHLUOLIHDQGDQQXLW\UHSODFHPHQWUHTXLUHPHQWVRQWKH1$,&¶V/LIH,QVXUDQFHDQG
$QQXLWLHV5HSODFHPHQW0RGHO5HJXODWLRQ  7KHFRPSLODWLRQVSHFLILFDOO\LQFOXGHVDVXPPDU\RIH[HPSWLRQVDQGQRWHVLIVWDWHVGRQRW
IROORZWKH1$,&PRGHOZLWKUHVSHFWWRH[HPSWLRQV





x
x
x

6XEVWDQWLYHFKDQJHVLQWKHVXUYH\DUHKLJKOLJKWHGLQboldDQGPD\UHIOHFW

What’s New?

Replacement of Life Insurance and Annuities

$&/,/$:6859(<
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x

x

8QOHVVRWKHUZLVHVSHFLILFDOO\LQFOXGHGWKLVUHJXODWLRQVKDOOQRWDSSO\WRWUDQVDFWLRQVLQYROYLQJ
o &UHGLWOLIHLQVXUDQFH
o *URXSOLIHLQVXUDQFHRUJURXSDQQXLWLHVZKHUHWKHUHLVQRGLUHFWVROLFLWDWLRQRILQGLYLGXDOVE\DQLQVXUDQFHSURGXFHU'LUHFW
VROLFLWDWLRQVKDOOQRWLQFOXGHDQ\JURXSPHHWLQJKHOGE\DQLQVXUDQFHSURGXFHUVROHO\IRUWKHSXUSRVHRIHGXFDWLQJRUHQUROOLQJ
LQGLYLGXDOVRUZKHQLQLWLDWHGE\DQLQGLYLGXDOPHPEHURIWKHJURXSDVVLVWLQJZLWKWKHVHOHFWLRQRILQYHVWPHQWRSWLRQVRIIHUHGE\D
VLQJOHLQVXUHULQFRQQHFWLRQZLWKHQUROOLQJWKDWLQGLYLGXDO*URXSOLIHLQVXUDQFHRUJURXSDQQXLW\FHUWLILFDWHVPDUNHWHGWKURXJK
GLUHFWUHVSRQVHVROLFLWDWLRQVKDOOEHVXEMHFWWRWKHSURYLVLRQVRI6HFWLRQ>see specific state statute@
o *URXSOLIHLQVXUDQFHDQGDQQXLWLHVXVHGWRIXQGSUHDUUDQJHGIXQHUDOFRQWUDFWV
o $QDSSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJSROLF\RUFRQWUDFWZKHQDFRQWUDFWXDOFKDQJHRUDFRQYHUVLRQ
SULYLOHJHLVEHLQJH[HUFLVHGRUZKHQWKHH[LVWLQJSROLF\RUFRQWUDFWLVEHLQJUHSODFHGE\WKHVDPHLQVXUHUSXUVXDQWWRDSURJUDP
ILOHGZLWKDQGDSSURYHGE\WKHFRPPLVVLRQHURUZKHQDWHUPFRQYHUVLRQSULYLOHJHLVH[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHV
o 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUDELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
o 3ROLFLHVRUFRQWUDFWVXVHGWRIXQG L DQHPSOR\HHSHQVLRQRUZHOIDUHEHQHILWSODQWKDWLVFRYHUHGE\WKH(PSOR\HH5HWLUHPHQWDQG
,QFRPH6HFXULW\$FW (5,6$  LL DSODQGHVFULEHGE\6HFWLRQV D  N RU E RIWKH,QWHUQDO5HYHQXH&RGHZKHUHWKH
SODQIRUSXUSRVHVRI(5,6$LVHVWDEOLVKHGRUPDLQWDLQHGE\DQHPSOR\HU LLL DJRYHUQPHQWDORUFKXUFKSODQGHILQHGLQ6HFWLRQ
DJRYHUQPHQWDORUFKXUFKZHOIDUHEHQHILWSODQRUDGHIHUUHGFRPSHQVDWLRQSODQRIDVWDWHRUORFDOJRYHUQPHQWRUWD[
H[HPSWRUJDQL]DWLRQXQGHU6HFWLRQRIWKH,QWHUQDO5HYHQXH&RGHRU LY DQRQTXDOLILHGGHIHUUHGFRPSHQVDWLRQDUUDQJHPHQW
HVWDEOLVKHGRUPDLQWDLQHGE\DQHPSOR\HURUSODQVSRQVRU

1RWZLWKVWDQGLQJ>the above paragraph@WKLVUHJXODWLRQVKDOODSSO\WRSROLFLHVRUFRQWUDFWVXVHGWRIXQGDQ\SODQRU
DUUDQJHPHQWWKDWLVIXQGHGVROHO\E\FRQWULEXWLRQVDQHPSOR\HHHOHFWVWRPDNHZKHWKHURQDSUHWD[RUDIWHUWD[EDVLV
DQGZKHUHWKHLQVXUHUKDVEHHQQRWLILHGWKDWSODQSDUWLFLSDQWVPD\FKRRVHIURPDPRQJWZR  RUPRUHLQVXUHUVDQG
WKHUHLVDGLUHFWVROLFLWDWLRQRIDQLQGLYLGXDOHPSOR\HHE\DQLQVXUDQFHSURGXFHUIRUWKHSXUFKDVHRIDFRQWUDFWRUSROLF\$V
XVHGLQWKLVVXEVHFWLRQGLUHFWVROLFLWDWLRQVKDOOQRWLQFOXGHDQ\JURXSPHHWLQJKHOGE\DQLQVXUDQFHSURGXFHUVROHO\IRUWKH
SXUSRVHRIHGXFDWLQJLQGLYLGXDOVDERXWWKHSODQRUDUUDQJHPHQWRUHQUROOLQJLQGLYLGXDOVLQWKHSODQRUDUUDQJHPHQWRU
ZKHQLQLWLDWHGE\DQLQGLYLGXDOHPSOR\HHDVVLVWLQJZLWKWKHVHOHFWLRQRILQYHVWPHQWRSWLRQVRIIHUHGE\DVLQJOHLQVXUHULQ
FRQQHFWLRQZLWKHQUROOLQJWKDWLQGLYLGXDOHPSOR\HH
o :KHUHQHZFRYHUDJHLVSURYLGHGXQGHUDOLIHLQVXUDQFHSROLF\RUFRQWUDFWDQGWKHFRVWLVERUQHZKROO\E\WKHLQVXUHG VHPSOR\HU
RUE\DQDVVRFLDWLRQRIZKLFKWKHLQVXUHGLVDPHPEHU
o ([LVWLQJOLIHLQVXUDQFHWKDWLVDQRQFRQYHUWLEOHWHUPOLIHLQVXUDQFHSROLF\WKDWZLOOH[SLUHLQILYH  \HDUVRUOHVVDQGFDQQRWEH
UHQHZHG
o ,PPHGLDWHDQQXLWLHVWKDWDUHSXUFKDVHGZLWKSURFHHGVIURPDQH[LVWLQJFRQWUDFW,PPHGLDWHDQQXLWLHVSXUFKDVHGZLWKSURFHHGV
IURPDQH[LVWLQJSROLF\DUHQRWH[HPSWHGIURPWKHUHTXLUHPHQWVRIWKLVUHJXODWLRQRU
o 6WUXFWXUHGVHWWOHPHQWV
5HJLVWHUHGFRQWUDFWVVKDOOEHH[HPSWIURPWKHUHTXLUHPHQWVRI6HFWLRQV>see specific state statute@ZLWKUHVSHFWWRWKHSURYLVLRQRI
LOOXVWUDWLRQVRUSROLF\VXPPDULHVKRZHYHUSUHPLXPRUFRQWUDFWFRQWULEXWLRQDPRXQWVDQGLGHQWLILFDWLRQRIWKHDSSURSULDWHSURVSHFWXVRU
RIIHULQJFLUFXODUVKDOOEHUHTXLUHGLQVWHDG

.H\FLWDWLRQIRUH[HPSWWUDQVDFWLRQVLQWKH1$,& V/LIH,QVXUDQFHDQG$QQXLWLHV5HSODFHPHQW0RGHO5HJXODWLRQ  
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$ODEDPD

State

'XWLHV
3URGXFHUV
$/$GPLQ&RGH
$OOLQVXUHUVXVLQJSURGXFHUV

([HPSWLRQV
$/$GPLQ&RGH  

)ROORZV1$,&PRGHO


$/$GPLQ&RGH$SSHQGL[$$SSHQGL[
%DQG$SSHQGL[&

)RUPV

$/$GPLQ&RGH

'LUHFWUHVSRQVH

$/$GPLQ&RGH

([LVWLQJLQVXUHUV

$/$GPLQ&RGH

5HSODFLQJLQVXUHUVWKDWXVHSURGXFHUV

$/$GPLQ&RGH

$/$GPLQ&RGH





'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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$ODVND

State

$.$GPLQ&RGHWLW
'XWLHV
3URGXFHUV
$.$GPLQ&RGHWLW
$OOLQVXUHUVXVLQJSURGXFHUV
$.$GPLQ&RGHWLW


([HPSWLRQV
$.$GPLQ&RGHWLW

)ROORZV1$,&PRGHO


$.$GPLQ&RGHWLW$SSHQGL[$
$SSHQGL[%

$.$GPLQ&RGHWLW$SSHQGL[$

)RUPV

$.$GPLQ&RGHWLW

'LUHFWUHVSRQVH

$.$GPLQ&RGHWLW

([LVWLQJLQVXUHUV

$.$GPLQ&RGHWLW

5HSODFLQJLQVXUHUVWKDWXVHSURGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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$UL]RQD

State

$=5HY6WDW$QQ
'XWLHV
3URGXFHUV
$=5HY6WDW$QQ
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
$=5HY6WDW$QQ

)ROORZV1$,&PRGHO



1$,&5HSODFHPHQW0RGHO$SSHQGL[$$SSHQGL[%
$SSHQGL[&DGRSWHGE\UHIHUHQFH

$=$GPLQ&RGH5

)RUPV

$=5HY6WDW$QQ

'LUHFWUHVSRQVH

$=5HY6WDW$QQ

([LVWLQJLQVXUHUV

$=5HY6WDW$QQ

5HSODFLQJLQVXUHUV

$=5HY6WDW$QQ

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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$UNDQVDV

State

)ROORZV1$,&0RGHO



$5%XOOHWLQ


$5$'&,16


([HPSWLRQV



$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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See alsoJXLGDQFHLQ$5%XOOHWLQ
$5%XOOHWLQ$5%XOOHWLQDQG
$5%XOOHWLQ

5HSODFHPHQWVWKDWGRQRWFRQIRUPZLWK$5&RGH
$QQDUHGHILQHGDV³FKXUQLQJ´
$5&RGH$QQ  $



'LUHFWUHVSRQVH
$5$'&,16

([LVWLQJLQVXUHUV
$5$'&,16

$OOLQVXUHUVXVLQJSURGXFHUV
$5$'&,16

5HSODFLQJLQVXUHUV
$5$'&,16

$5%XOOHWLQ

$5&RGH$QQ

3URGXFHUV

'XWLHV

'HILQLWLRQV
$5$'&,16

Key Elements/Citations

California

State

&$,QV&RGH
&$,QV&RGH
'XWLHV


([HPSWLRQV
&$,QV&RGH
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x $SSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHZKHQDFRQWUDFWXDOFKDQJHRUDFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHGRUZKHQDWHUPFRQYHUVLRQSULYLOHJHLVH[HUFLVHG
DPRQJFRUSRUDWHDIILOLDWHV
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHLQVXUHU
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHZLWKSURYLVRV
x 5HJLVWHUHGFRQWUDFWV H[HPSWIURPVRPHUHTXLUHPHQWVZLWK
SURYLVRV 

&$,QV&RGH G 

)RUPV

&$,QV&RGH

'LUHFWUHVSRQVH

CA Ins. Code §10509.6 [Amendment to take
effect July 1, 2015]

$OOLQVXUHUVXVLQJSURGXFHUV

&$,QV&RGH

,QVXUHUV

&$,QV&RGH

3URGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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&RORUDGR

State

&2$'&,166HFWLRQ
'XWLHV
3URGXFHUV
&2$'&,166HFWLRQ
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
&2$'&,166HFWLRQ

)ROORZV1$,&0RGHO

&2$'&,16$SSHQGL[$$SSHQGL[%DQG
$SSHQGL[&

)RUPV

&2$'&,166HFWLRQ

'LUHFWUHVSRQVH

&2$'&,166HFWLRQ

([LVWLQJLQVXUHUV

&2$'&,166HFWLRQ

5HSODFLQJLQVXUHUV

&2$'&,166HFWLRQ

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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&RQQHFWLFXW

State

&7$'&D
'XWLHV
3URGXFHUV
&7$'&D


([HPSWLRQV&7$'&D E 

)ROORZV1$,&PRGHOZLWKVRPHGHYLDWLRQV

&7$'&D$SS&

&7$'&D$SS%

&7$'&D$SS$

)RUPV

&7$'&D

'LUHFWUHVSRQVH

&7$'&D

([LVWLQJLQVXUHUV

&7$'&D

5HSODFLQJLQVXUHUV

&7$'&D

$OOLQVXUHUVXVLQJSURGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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'LVWULFWRI
&ROXPELD

'HODZDUH

State

'($GPLQ&RGH RWKHU 
'XWLHV

([HPSWLRQV
'($GPLQ&RGH
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x $QDSSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHDQGDFRQWUDFWXDOFKDQJHRUFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHVXQGHUFRPPRQ
RZQHUVKLSRUFRQWURO
x 5HJLVWHUHGFRQWUDFWV H[HPSWIURPVRPHUHTXLUHPHQWVZLWK
SURYLVRV 
x /LIHLQVXUDQFHRUDQQXLW\SURGXFWVLVVXHGLQFRQQHFWLRQZLWKD
SHQVLRQSURILWVKDULQJRURWKHUEHQHILWSODQTXDOLI\LQJIRUWD[
GHGXFWLELOLW\RISUHPLXPV ZLWKSURYLVRV 



'($GPLQ&RGH UHSODFHPHQW 



1RDSSOLFDEOHSURYLVLRQV

'($GPLQ&RGH([KLELW$

)RUPV

'($GPLQ&RGH

'LUHFWUHVSRQVH

'($GPLQ&RGH

$OOLQVXUHUVXVLQJSURGXFHUV

'($GPLQ&RGH

$OOLQVXUHUV

'($GPLQ&RGH

3URGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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Florida

State

)/$GPLQ&RGH$QQ2
UHSODFHPHQW 

([HPSWLRQV IURPVRPHUHTXLUHPHQWV 

)/6WDW$QQ
$QRWLFHRIUHSODFHPHQWLVQRWUHTXLUHGLQDWUDQVDFWLRQLQYROYLQJ
x $QDSSOLFDWLRQWRWKHFXUUHQWLQVXUHUWKDWLVVXHGWKHFXUUHQWSROLF\
RUFRQWUDFWZKHQDFRQWUDFWXDOFKDQJHRUFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x $FXUUHQWSROLF\RUFRQWUDFWWKDWLVEHLQJUHSODFHGE\WKHVDPH
LQVXUHUSXUVXDQWWRDSURJUDPILOHGZLWKDQGDSSURYHGE\WKH
RIILFH
x $WHUPFRQYHUVLRQSULYLOHJHWKDWLVEHLQJH[HUFLVHGDPRQJ
FRUSRUDWHDIILOLDWHV


)/$GPLQ&RGH$QQ2
x ,QGXVWULDOLQVXUDQFH
x *URXSIUDQFKLVHDQGLQGLYLGXDOFUHGLWOLIH
x *URXSOLIHLQVXUDQFHDQGOLIHLQVXUDQFHSROLFLHVLVVXHGLQ
FRQQHFWLRQZLWKDSHQVLRQSURILWVKDULQJRURWKHUEHQHILWSODQ
TXDOLI\LQJIRUWD[GHGXFWLELOLW\RISUHPLXPV
x $QDSSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHZKHUHDFRQWUDFWXDOFKDQJHRUFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x ([LVWLQJOLIHLQVXUDQFHWKDWLVDQRQFRQYHUWLEOHWHUPOLIHLQVXUDQFH
SROLF\ZKLFKZLOOH[SLUHLQILYH\HDUVRUOHVVDQGFDQQRWEH
UHQHZHGXQOHVVVXFKSROLF\KDVWDEXODUFDVKYDOXHV
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHH[LVWLQJOLIHLQVXUDQFH
LVVXHGXQGHUDELQGLQJRUFRQGLWLRQDOUHFHLSWGHOLYHUHGE\WKH
VDPHFRPSDQ\
x 9DULDEOHOLIHLQVXUDQFHRUDQQXLWLHVXQGHUZKLFKWKHGHDWKEHQHILWV
DQGFDVKYDOXHVYDU\LQDFFRUGDQFHZLWKXQLWYDOXHVRI
LQYHVWPHQWVKHOGLQDVHSDUDWHDFFRXQW


)/$GPLQ&RGH$QQ%HWVHT
LQFOXGHV)RUP2,5'23ROLF\'LVFORVXUH)RUP
DQG,QVWUXFWLRQV´

)/6WDW$QQ

FL Stat. Ann. §626.9541  DD 

$OVRIRULQIRUPDWLRQRQFKXUQLQJVHH

2,5%1RWLFHWR$SSOLFDQW5HJDUGLQJ
5HSODFHPHQWRI/LIH,QVXUDQFHJLYHQLQ([KLELW$
DQG2,5%&RPSDUDWLYH,QIRUPDWLRQ)RUP´
JLYHQLQ([KLELW%

)/$GPLQ&RGH%

)RUPV

)/$GPLQ&RGH$QQ2

([LVWLQJLQVXUHUV

)/$GPLQ&RGH$QQ2

5HSODFLQJLQVXUHUV

)/$GPLQ&RGH$QQ2
UHSODFLQJDJHQW 

)/$GPLQ&RGH$QQ%

)/$GPLQ&RGH$QQ2 DJHQW 

)/$GPLQ&RGH$QQ%

3URGXFHUV

'XWLHV

)/$GPLQ&RGH$QQ2 RWKHU 

)/$GPLQ&RGH$QQ%

)/$GPLQ&RGH$QQ%



)/$GPLQ&RGH$QQ%DQG

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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+DZDLL

*HRUJLD

State

+,5HY6WDW'
'XWLHV
3URGXFHUV


([HPSWLRQV
+,5HY6WDW'

+,5HY6WDW'
5HSODFLQJLQVXUHUV




+,5HY6WDW'

'LUHFWUHVSRQVH

+,5HY6WDW'

([LVWLQJLQVXUHUV

+,5HY6WDW'

$OOLQVXUHUVXVLQJSURGXFHUV

)ROORZV1$,&PRGHO

+,5HY6WDW'

'HILQLWLRQV

*$&RPS5 5HJV([KLELW$

*$&RPS5 5HJV([KLELW$

)RUPV

*$&RPS5 5HJV

'LUHFWUHVSRQVH

*$&RPS5 5HJV

$OOLQVXUHUVXVLQJSURGXFHUV DJHQWV 

*$&RPS5 5HJV

$OOLQVXUHUV

*$&RPS5 5HJV DJHQW 

3URGXFHUV

'XWLHV

*$&RPS5 5HJV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

*$&RPS5 5HJV
x 5HSODFHPHQWRIDQQXLW\FRQWUDFWV
x &UHGLWOLIH
x *URXSOLIH
x /LIHLQVXUDQFHLVVXHGLQFRQQHFWLRQZLWKDSHQVLRQSURILWVKDULQJ
RURWKHUEHQHILWSODQTXDOLI\LQJIRUWD[GHGXFWLELOLW\RISUHPLXPV
ZLWKSURYLVRV

([HPSWLRQV



$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHVUHSODFLQJH[LVWLQJOLIH
LQVXUDQFH

Applicability and Exemptions
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,GDKR

State

,'$GPLQ&RGH UHSODFHPHQW 
,'$GPLQ&RGH RWKHU 
'XWLHV


([HPSWLRQV
,'$GPLQ&RGH
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x ([LVWLQJLQVXUHU$QDSSOLFDWLRQWRWKHLQVXUHUWKDWLVVXHGWKH
H[LVWLQJOLIHLQVXUDQFHDQGDFRQWUDFWXDOFKDQJHRUFRQYHUVLRQ
SULYLOHJHEHLQJH[HUFLVHG
x %LQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\VDPHFRPSDQ\SURSRVHG
OLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUDELQGLQJRU
FRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x &RPPRQRZQHUVKLSRUFRQWUROWUDQVDFWLRQVZKHUHWKHUHSODFLQJ
LQVXUHUDQGWKHH[LVWLQJLQVXUHUDUHWKHVDPHRUDUHVXEVLGLDULHV
RUDIILOLDWHVXQGHUFRPPRQRZQHUVKLSRUFRQWUROZLWKSURYLVRV

,'$GPLQ&RGH([KLELW$

)RUPV

,'$GPLQ&RGH

'LUHFWUHVSRQVH

,'$GPLQ&RGH

$OOLQVXUHUVXVLQJSURGXFHUV

,'$GPLQ&RGH

$OOLQVXUHUV

,'$GPLQ&RGH

3URGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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,OOLQRLV

State

,/$GPLQ&RGHWLW
x &UHGLWOLIH
x *URXSOLIHDQGJURXSDQQXLWLHV
x /LIHLQVXUDQFHSROLFLHVLVVXHGLQFRQQHFWLRQZLWKDSHQVLRQSURILW
VKDULQJRURWKHUEHQHILWSODQTXDOLI\LQJIRUWKHWD[GHGXFWLELOLW\RI
SUHPLXPV
x 5HJLVWHUHGFRQWUDFWVH[FHSWWKDWWKHDSSURSULDWHSURVSHFWXVRU
RIIHULQJFLUFXODUVKDOOEHJLYHQWRWKHDSSOLFDQW
x ([LVWLQJOLIHLQVXUDQFHWKDWLVDQRQFRQYHUWLEOHWHUPOLIHLQVXUDQFH
SROLF\ZKLFKZLOOH[SLUHLQILYH\HDUVRUOHVVDQGFDQQRWEH
UHQHZHG
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVXQGHUFRPPRQRZQHUVKLSRU
FRQWUROZLWKSURYLVRV
x 7KHWRWDOFDVKVXUUHQGHUYDOXHRIDOOH[LVWLQJSROLFLHVZKLFKZRXOG
EHDIIHFWHGE\WKHUHSODFHPHQWLVOHVVWKDQDQGWKHVXPRI
WKHLUIDFHDPRXQWVLVOHVVWKDQ

,/$GPLQ&RGHWLW([KLELW$([KLELW%
([KLELW& GLUHFWUHVSRQVH ([KLELW' FRPSDUDWLYH
LQIRUPDWLRQ 

)RUPV

,/$GPLQ&RGHWLW

'LUHFWUHVSRQVH

,/$GPLQ&RGHWLW

5HSODFLQJLQVXUHUV

,/$GPLQ&RGHWLW

3URGXFHUV

'XWLHV

,/$GPLQ&RGHWLW UHSODFHPHQW 
,/$GPLQ&RGHWLW RWKHU 


([HPSWLRQV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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,QGLDQD

State

,1$GPLQ&RGH
x ,QGLYLGXDODQGJURXSFUHGLWOLIH
x *URXSOLIHDQGOLIHSROLFLHVLVVXHGLQFRQQHFWLRQZLWKDSHQVLRQ
SURILWVKDULQJRURWKHUEHQHILWSODQTXDOLI\LQJIRUWD[GHGXFWLELOLW\
RISUHPLXPVZLWKSURYLVRV
x $QH[LVWLQJOLIHLQVXUDQFHSROLF\LQZKLFKDFRQWUDFWXDOFKDQJHRU
FRQYHUVLRQSULYLOHJHLVEHLQJH[HUFLVHG

,1$GPLQ&RGH([KLELW%
GLUHFWUHVSRQVH 

,1$GPLQ&RGH([KLELW$

)RUPV

,1$GPLQ&RGH

'LUHFWUHVSRQVH

,1$GPLQ&RGH

([LVWLQJLQVXUHUV

,1$GPLQ&RGH

5HSODFLQJLQVXUHUV

,1$GPLQ&RGH

3URGXFHUV

'XWLHV

,1$GPLQ&RGH UHSODFHPHQW 
,1$GPLQ&RGH RWKHU 


([HPSWLRQV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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,RZD

State

'XWLHV
3URGXFHUV
,$$GPLQ&RGH² % 
$OOLQVXUHUVXVLQJSURGXFHUV

([HPSWLRQV
,$$GPLQ&RGH² % 

)ROORZV1$,&PRGHOEXWGRHVQRWLQFOXGHH[HPSWLRQIRUWHUP
FRQYHUVLRQSULYLOHJHH[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHV

,$$GPLQ&RGH²$SSHQGL[$$SSHQGL[%
$SSHQGL[&

)RUPV

,$$GPLQ&RGH² % 

'LUHFWUHVSRQVH

,$$GPLQ&RGH² % 

([LVWLQJLQVXUHUV

,$$GPLQ&RGH² % 

5HSODFLQJLQVXUHUV

,$$GPLQ&RGH² % 

,$$GPLQ&RGH² % 





'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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.DQVDV

State

.6$GPLQ5HJV D 
'XWLHV
3URGXFHUV


([HPSWLRQV
.6$GPLQ5HJV E 
x $SSOLFDWLRQIRUWKHQHZOLIHLQVXUDQFHLVPDGHWRWKHVDPHLQVXUHU
WKDWLVVXHGWKHH[LVWLQJOLIHLQVXUDQFHDQGDFRQWUDFWXDOSROLF\
FKDQJHRUFRQYHUVLRQSULYLOHJHLVEHLQJH[HUFLVHG
x 1HZOLIHLQVXUDQFHLVSURYLGHGXQGHU $ JURXSOLIHRU % PDVV
PDUNHWHGJURXSOLIH
x ([LVWLQJOLIHLQVXUDQFHLVDQRQFRQYHUWLEOHWHUPSROLF\ZLWKILYH
\HDUVRUOHVVWRH[SLUHDQGZKLFKFDQQRWEHUHQHZHG
x 6ROLFLWDWLRQLVPDGHE\GLUHFWPDLOZLWKSURYLVRV
x 3ROLF\LVLVVXHGLQFRQQHFWLRQZLWKDSHQVLRQSURILWVKDULQJDQ
LQGLYLGXDOUHWLUHPHQWDFFRXQWRURWKHUEHQHILWSODQTXDOLI\LQJIRU
DQLQFRPHWD[GHGXFWLRQRISUHPLXPV

.6$GPLQ5HJV J ([KLELW$ GLIIHUHQW
LQVXUHU ([KLELW% VDPHLQVXUHU ([KLELW&

)RUPV

1RWH3OHDVHVHH I  IRULQIRUPDWLRQFRQFHUQLQJ
WKHFRQWHVWDELOLW\RIDUHSODFHGSROLF\

.6$GPLQ5HJV I 

5HSODFLQJLQVXUHUV

.6$GPLQ5HJV H 

$OOLQVXUHUV

.6$GPLQ5HJV F  G  K  L  M 

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions

Page 135 of Appendix

.HQWXFN\

State

.<5HY6WDW$QQ  
.<$GPLQ5HJV6HFWLRQ
'XWLHV
3URGXFHUV
.<$GPLQ5HJV6HFWLRQ


([HPSWLRQV
.<5HY6WDW$QQ  

)ROORZV1$,&PRGHOEXWGRHVQRWLQFOXGHH[HPSWLRQIRUWHUP
FRQYHUVLRQSULYLOHJHH[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHVDQG
GHYLDWHVRQFRQWHVWDELOLW\SURYLVLRQ3OHDVHVHHQRWH


.<%XOOHWLQ'0

.<$GPLQ5HJV6HFWLRQ2IILFH
)RUPV$%DQG& UHIHUHQFHG 

)RUPV

.<$GPLQ5HJV6HFWLRQ

'LUHFWUHVSRQVH

.<$GPLQ5HJV6HFWLRQ

([LVWLQJLQVXUHUV

.<$GYLVRU\2SLQLRQ

1RWH3OHDVHVHH6HFWLRQ H IRULQIRUPDWLRQ
FRQFHUQLQJWKHFRQWHVWDELOLW\RIDUHSODFHGSROLF\

.<$GPLQ5HJV6HFWLRQ

.<5HY6WDW$QQ  

5HSODFLQJLQVXUHUV

.<$GPLQ5HJV6HFWLRQ

$OOLQVXUHUVXVLQJSURGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFH

Applicability and Exemptions
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/RXLVLDQD

State

/$$GPLQ&RGH;,,, 5HJ 
'XWLHV
3URGXFHUV
/$$GPLQ&RGH;,,, 5HJ 
$OOLQVXUHUVXVLQJSURGXFHUV

5HSODFLQJLQVXUHUV
/$$GPLQ&RGH;,,, 5HJ 


([HPSWLRQV
/$$GPLQ&RGH;,,, 5HJ 

)ROORZV1$,&PRGHOEXWDOVRLQFOXGHVH[HPSWLRQIRULQVXUHU
PDUNHWLQJXQGHUWKH+RPH6HUYLFH0DUNHWLQJ'LVWULEXWLRQ6\VWHP
DQGGRHVQRWLQFOXGHH[HPSWLRQIRUWHUPFRQYHUVLRQSULYLOHJH
H[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHV


/$$GPLQ&RGH;,,, 5HJ $SSHQGL[&

/$$GPLQ&RGH;,,, 5HJ $SSHQGL[%

/$$GPLQ&RGH;,,, 5HJ $SSHQGL[$

)RUPV

/$$GPLQ&RGH;,,, 5HJ 

'LUHFWUHVSRQVH

/$$GPLQ&RGH;,,, 5HJ 

([LVWLQJLQVXUHUV

/$$GPLQ&RGH;,,, 5HJ 

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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0DLQH

State

&RGH0(5&K
'XWLHV
3URGXFHUV
&RGH0(5&K
,QVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
&RGH0(5&K

)ROORZV1$,&PRGHOEXWGRHVQRWLQFOXGHH[HPSWLRQIRUWHUP
FRQYHUVLRQSULYLOHJHH[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHV

&RGH0(5
&K$SSHQGL[$$SSHQGL[% GLUHFWUHVSRQVH 
$SSHQGL[& GLUHFWUHVSRQVH 

)RUPV

&RGH0(5&K

'LUHFWUHVSRQVH

&RGH0(5&K

([LVWLQJLQVXUHUV

&RGH0(5&K

5HSODFLQJLQVXUHUV

&RGH0(5&K

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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0DU\ODQG

State

0'5HJV&RGH
'XWLHV


([HPSWLRQV
0'5HJV&RGH

)ROORZV1$,&PRGHO

0'5HJV&RGH5HSODFHPHQW)RUP&

0'5HJV&RGH5HSODFHPHQW)RUP%

0'5HJV&RGH5HSODFHPHQW)RUP$

)RUPV

0'5HJV&RGH

'LUHFWUHVSRQVH

0'5HJV&RGH

([LVWLQJLQVXUHUV

0'5HJV&RGH

5HSODFLQJLQVXUHUV

0'5HJV&RGH

$OOLQVXUHUVXVLQJSURGXFHUV

0'5HJV&RGH

3URGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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0LFKLJDQ

0DVVDFKXVHWWV

State

'XWLHV
3URGXFHUV

([HPSWLRQV
&05
x &UHGLWOLIH
x *URXSOLIHDQGJURXSDQQXLWLHV
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x ,QWHUQDOUHSODFHPHQWVZKHUHWKHUHSODFLQJLQVXUHUDQGWKH
H[LVWLQJLQVXUHUDUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHV
XQGHUFRPPRQRZQHUVKLSRUFRQWURO
x 1RQFRQWULEXWRU\JURXSOLIH
x /LIHLQVXUDQFHSROLFLHVLVVXHGLQFRQQHFWLRQZLWKDSHQVLRQSURILW
VKDULQJRURWKHUEHQHILWSODQTXDOLI\LQJIRUWD[GHGXFWLELOLW\RI
SUHPLXPV
x 5HJLVWHUHGFRQWUDFWV H[HPSWIURPVRPHUHTXLUHPHQWVZLWK
SURYLVRV 

0,$GPLQ&RGH
x $SSOLFDWLRQIRUWKHQHZOLIHLQVXUDQFHPDGHWRWKHVDPHLQVXUHU
WKDWLVVXHGWKHH[LVWLQJOLIHLQVXUDQFHRUWRDQDIILOLDWHRIWKH
H[LVWLQJLQVXUHU
x 1HZOLIHLQVXUDQFHSURYLGHGXQGHUDQ\RIWKHIROORZLQJSODQVZLWK
SURYLVRV D JURXSWHUPOLIH E FHUWDLQPDVVPDUNHWHGSROLFLHV
F OLIHLQVXUDQFHSROLFLHVLVVXHGLQFRQQHFWLRQZLWKDSHQVLRQ
SURILWVKDULQJRURWKHUEHQHILWSODQTXDOLI\LQJIRUWD[GHGXFWLELOLW\
RISUHPLXPV
x ([LVWLQJOLIHLQVXUDQFHLVDQRQFRQYHUWLEOHWHUPSROLF\ZKLFK
FDQQRWEHUHQHZHGDQGZKLFKZRXOGH[SLUHZLWKLQILYH\HDUVDIWHU
WKHLQLWLDWLRQRIWKHWUDQVDFWLRQ

([HPSWLRQV



$SSOLHVWROLIHLQVXUDQFHH[FOXGLQJDQQXLWLHVLQGHILQLWLRQRIOLIH
LQVXUDQFH

&05



0,%XOOHWLQ

)RUPV

0,$GPLQ&RGH

5HSODFLQJLQVXUHUV

0,$GPLQ&RGH

$OOLQVXUHUV

0,$GPLQ&RGH

3URGXFHUV

'XWLHV

0,$GPLQ&RGH

'HILQLWLRQV

&05

)RUPV

&05

'LUHFWUHVSRQVH

&05

$OOLQVXUHUVXVLQJSURGXFHUV

&05

$OOLQVXUHUV

&05

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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0LQQHVRWD

State

016WDW$QQ$
'XWLHV
3URGXFHUV


([HPSWLRQV
016WDW$QQ$
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x $SSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHRUDQQXLW\ZKHUHDFRQWUDFWXDOFKDQJHRUDFRQYHUVLRQ
SULYLOHJHLVEHLQJH[HUFLVHG
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHVXQGHUFRPPRQ
RZQHUVKLSRUFRQWUROZLWKSURYLVRV

016WDW$QQ$6XEGLYLVLRQVDQG

)RUPV

016WDW$QQ$

'LUHFWUHVSRQVH

016WDW$QQ$

$OOLQVXUHUVXVLQJSURGXFHUV

016WDW$QQ$

$OOLQVXUHUV

016WDW$QQ$

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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0LVVLVVLSSL

State

06$'&,165XOH
'XWLHV
3URGXFHUV
06$'&,165XOH
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
06$'&,165XOH

)ROORZV1$,&PRGHO

06$'&,16$SSHQGL[$5XOH
$SSHQGL[%5XOHDQG$SSHQGL[&5XOH


)RUPV

06$'&,165XOH

'LUHFWUHVSRQVH

06$'&,165XOH

([LVWLQJLQVXUHUV

06$'&,165XOH

5HSODFLQJLQVXUHUV

06$'&,165XOH

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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0LVVRXUL

State

02&RGH5HJV  DQG  
'XWLHV
3URGXFHUV


([HPSWLRQV
02&RGH5HJV  
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x $SSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHZKHUHDFRQWUDFWXDOFKDQJHRUFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHVXQGHUFRPPRQ
RZQHUVKLSRUFRQWUROZLWKSURYLVRV
x 3ROLFLHVLVVXHGLQFRQQHFWLRQZLWKDSHQVLRQSURILWVKDULQJDQG
LQGLYLGXDOUHWLUHPHQWDFFRXQWRURWKHUEHQHILWSODQTXDOLI\LQJIRU
WD[GHGXFWLELOLW\RISUHPLXP
x 5HJLVWHUHGFRQWUDFWV H[HPSWIURPVRPHUHTXLUHPHQWVZLWK
SURYLVRV 

02&RGH5HJV([KLELW$DQG
([KLELW%

)RUPV

02&RGH5HJV  

'LUHFWUHVSRQVH

02&RGH5HJV  

$OOLQVXUHUVXVLQJSURGXFHUV

02&RGH5HJV  

$OOLQVXUHUV

02&RGH5HJV  

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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0RQWDQD

State

07$GPLQ5
'XWLHV
3URGXFHUV
07$GPLQ5
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
07$GPLQ5

)ROORZV1$,&PRGHOEXWGRHVQRWLQFOXGHH[HPSWLRQIRUJURXSOLIH
LQVXUDQFHDQGDQQXLWLHVXVHGWRIXQGSUHDUUDQJHGIXQHUDOFRQWUDFWV
DQGGRHVQRWLQFOXGHH[HPSWLRQIRUWHUPFRQYHUVLRQSULYLOHJH
H[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHV

07$GPLQ51$,&PRGHOIRUPV$SSHQGL[
$$SSHQGL[%DQG$SSHQGL[&LQFRUSRUDWHGE\
UHIHUHQFH

)RUPV

07$GPLQ5

'LUHFWUHVSRQVH

07$GPLQ5

([LVWLQJLQVXUHUV

07$GPLQ5

5HSODFLQJLQVXUHUV

07$GPLQ5

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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1HEUDVND

State

1($GPLQ&RGH&K UHSODFHPHQW 
1($GPLQ&RGH&K RWKHU 
'XWLHV
3URGXFHUV
1($GPLQ&RGH&K


([HPSWLRQV
1($GPLQ&RGH&K

)ROORZV1$,&PRGHO

1($GPLQ&RGH&K([KLELW$

)RUPV

1($GPLQ&RGH&K

'LUHFWUHVSRQVH

1($GPLQ&RGH&K

([LVWLQJLQVXUHUV

1(%XOOHWLQ&%

1($GPLQ&RGH&K

5HSODFLQJLQVXUHUV

1($GPLQ&RGH&K

$OOLQVXUHUVXVLQJSURGXFHUV

1($GPLQ&RGH&K

$OOLQVXUHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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1HYDGD

State

19$GPLQ&RGH$
'XWLHV

([HPSWLRQV

19$GPLQ&RGH$

)RUPV

19$GPLQ&RGH$

'LUHFWUHVSRQVH

19%XOOHWLQ DQQXLWLHV 

19$GPLQ&RGH$

5HSODFLQJLQVXUHUV

19$GPLQ&RGH$

19$GPLQ&RGH$

3URGXFHUV

19$GPLQ&RGH$



19$GPLQ&RGH$
x ,QGLYLGXDOFUHGLWOLIH
x *URXSOLIHLQVXUDQFHJURXSFUHGLWOLIHLQVXUDQFHRUOLIHLQVXUDQFH
LVVXHGLQFRQQHFWLRQZLWKDSHQVLRQSURILWVKDULQJRURWKHU
EHQHILWSODQWKDWTXDOLILHVIRUWD[GHGXFWLELOLW\RISUHPLXPV
x 9DULDEOHOLIHXQGHUZKLFKWKHGHDWKEHQHILWVDQGFDVKYDOXHVYDU\
LQDFFRUGDQFHZLWKWKHXQLWYDOXHVRILQYHVWPHQWVKHOGLQD
VHSDUDWHDFFRXQW
x $SSOLFDWLRQPDGHWRDQLQVXUHUXQGHUDQH[LVWLQJSROLF\IRUD
FRQWUDFWXDOFKDQJHRUWKHH[HUFLVHRIDSULYLOHJHRIFRQYHUVLRQ
x ([LVWLQJSROLF\ZKLFKLVDQRQFRQYHUWLEOHWHUPSROLF\ZLOOH[SLUH
LQILYH\HDUVRUOHVVDQGFDQQRWEHUHQHZHG
x 3URSRVHGOLIHLQVXUDQFHZKLFKLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x 3ROLF\VROLFLWHGWKURXJKGLUHFWUHVSRQVHZLWKDIDFHYDOXHRI
RUOHVV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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1HZ+DPSVKLUH

State

1+&RGH$GPLQ,QV
'XWLHV
3URGXFHUV
1+&RGH$GPLQ,QV
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
1+&RGH$GPLQ,QV

)ROORZV1$,&PRGHO

1+&RGH$GPLQ,QV$SSHQGL[$$SSHQGL[%
DQG$SSHQGL[&

)RUPV

1+&RGH$GPLQ,QV

'LUHFWUHVSRQVH

1+&RGH$GPLQ,QV

([LVWLQJLQVXUHUV

1+&RGH$GPLQ,QV

5HSODFLQJLQVXUHUV

1+&RGH$GPLQ,QV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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1HZ-HUVH\

State

([LVWLQJLQVXUHUV
1-$GPLQ&RGH


>1RWH3URYLVLRQVSUHYLRXVO\VHWWRH[SLUHLQKDYHEHHQ
H[WHQGHGXQWLO@

$OVRVHH1-%XOOHWLQ 

1-$GPLQ&RGH$SSHQGL[$$SSHQGL[%
DQG$SSHQGL[&

)RUPV

1-$GPLQ&RGH

'LUHFWUHVSRQVH

5HSODFLQJLQVXUHUV

1-$GPLQ&RGH

,QVXUHUVWKDWXVHSURGXFHUV

1-$GPLQ&RGH

1-$GPLQ&RGH

3URGXFHUV

)ROORZV1$,&PRGHOEXWGRHVQRWVSHFLILFDOO\DSSO\WRSROLFLHVRU
FRQWUDFWVXVHGWRIXQGDQ\SODQRUDUUDQJHPHQWWKDWLVIXQGHGVROHO\
E\FRQWULEXWLRQVDQHPSOR\HHHOHFWVWRPDNHZKHWKHURQDSUHWD[RU
DIWHUWD[EDVLVDQGZKHUHWKHLQVXUHUKDVEHHQQRWLILHGWKDWSODQ
SDUWLFLSDQWVPD\FKRRVHIURPDPRQJWZRRUPRUHLQVXUHUVDQGWKHUH
LVDGLUHFWVROLFLWDWLRQRIDQLQGLYLGXDOHPSOR\HHE\DQLQVXUDQFH
SURGXFHUIRUWKHSXUFKDVHRIDFRQWUDFWRUSROLF\



1-$GPLQ&RGH

'XWLHV

1-$GPLQ&RGH



([HPSWLRQV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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1HZ0H[LFR

State

'XWLHV
3URGXFHUV
10$GPLQ&RGH  
$OOLQVXUHUVXVLQJSURGXFHUV


10$GPLQ&RGH  

)ROORZV1$,&PRGHOEXWGRHVQRWLQFOXGHH[HPSWLRQIRUWHUP
FRQYHUVLRQSULYLOHJHH[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHV

10$GPLQ&RGH  $SSHQGL[&

10$GPLQ&RGH  $SSHQGL[%

10$GPLQ&RGH  $SSHQGL[$

)RUPV

10$GPLQ&RGH  

'LUHFWUHVSRQVH

10$GPLQ&RGH  

([LVWLQJLQVXUHUV

10$GPLQ&RGH  

5HSODFLQJLQVXUHUVXVLQJSURGXFHUV

10$GPLQ&RGH  

10$GPLQ&RGH  

([HPSWLRQV



'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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New York

State

11 NYCRR 51.2
'XWLHV
3URGXFHUV


([HPSWLRQV
11 NYCRR 51.3
x 7KHDSSOLFDWLRQIRUWKHQHZOLIHLQVXUDQFHSROLF\RUQHZDQQXLW\
FRQWUDFWLVPDGHWRWKHVDPHLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHSROLF\RUDQQXLW\FRQWUDFWDQGDFRQWUDFWXDOFRQYHUVLRQ
SULYLOHJHLVEHLQJH[HUFLVHG
x $SROLF\FKDQJHFXVWRPDULO\JUDQWHGE\WKHLQVXUHULVEHLQJ
H[HUFLVHGSURYLGHGVXFKFKDQJHUHVXOWVLQQRDGGLWLRQDOVXUUHQGHU
RUH[SHQVHFKDUJHRUVXLFLGHRUFRQWHVWDEOHUHVWULFWLRQVDQGRQO\
WRWKHH[WHQWVXFKFKDQJHLVDSSURYHGE\WKH6XSHULQWHQGHQWRI
)LQDQFLDO6HUYLFHV
x 1HZFRYHUDJHXQGHUFHUWDLQJURXSOLIHSROLFLHVRUJURXSDQQXLWLHV
x 1HZFRYHUDJHXQGHUDQLQGLYLGXDOOLIHRULQGLYLGXDODQQXLW\ZKRVH
FRVWLVERUQHZKROO\E\WKHDSSOLFDQW VHPSOR\HURUE\DQ
DVVRFLDWLRQRIZKLFKWKHDSSOLFDQWLVDPHPEHU
x 1HZFRYHUDJHXQGHUFHUWDLQPDVVPDUNHWHGLQGLYLGXDOOLIHSROLFLHV
RULQGLYLGXDODQQXLW\FRQWUDFWV
x 7KHH[LVWLQJOLIHLQVXUDQFHLVDQRQUHQHZDEOHQRQFRQYHUWLEOHWHUP
SROLF\ZLWKILYH\HDUVRUOHVVWRLWVH[SLUDWLRQGDWH

11 NYCRR 51.8$SSHQGL[$ GLVFORVXUH
VWDWHPHQW $SSHQGL[% DQQXLW\WRDQQXLW\ 
$SSHQGL[& QRWLFH $SSHQGL[ GHILQLWLRQRI
UHSODFHPHQW 

)RUPV

11 NYCRR 51.6 F 

([LVWLQJLQVXUHUV

11 NYCRR 51.6 E 

5HSODFLQJLQVXUHUV

11 NYCRR 51.6 D 

$OOLQVXUHUV

11 NYCRR 51.5

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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1RUWK'DNRWD

1RUWK&DUROLQD

State

1&$&
([LVWLQJLQVXUHU


)ROORZV1$,&PRGHO




3URGXFHUV

1&$&

1RDSSOLFDEOHSURYLVLRQV

1&$&

)RUPV
1&$& 1$,&UHSODFHPHQWQRWLFHE\
UHIHUHQFH 

'LUHFWUHVSRQVH

1&$&

5HSODFLQJLQVXUHUVXVLQJSURGXFHUV

1&$&

,QVXUHUVXVLQJSURGXFHUV

1&$&

'XWLHV

'HILQLWLRQV
1&$& UHSODFHPHQW 
1&$& RWKHU 

Key Elements/Citations

([HPSWLRQV



$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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2KLR

State

2+$GPLQ&RGH ' 
'XWLHV
3URGXFHUV
2+$GPLQ&RGH ( 
,QVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
2+$GPLQ&RGH &  

)ROORZV1$,&PRGHO

&7$'&D$SS$

2+$GPLQ&RGH$SSHQGL[$$SSHQGL[
%$SSHQGL[&

)RUPV

2+$GPLQ&RGH , 

'LUHFWUHVSRQVH

2+$GPLQ&RGH + 

([LVWLQJLQVXUHU

2+$GPLQ&RGH * 

5HSODFLQJLQVXUHUVXVLQJSURGXFHUV

2+$GPLQ&RGH ) 

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions

Page 152 of Appendix

2NODKRPD

State

2.6WDW$QQ
2.6WDW$QQ
'XWLHV


([HPSWLRQV
2.6WDW$QQ
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x &RQWUDFWVLVVXHGLQFRQQHFWLRQZLWKHPSOR\HHEHQHILWVRUZHOIDUH
SODQVDVGHILQHGE\(5,6$
x 7KHH[HUFLVHE\DQLQVXUHGRIDQH[LVWLQJFRQWUDFWXDOULJKWZLWK
WKHVDPHLQVXUHUIRUWKHSXUFKDVHRIDGGLWLRQDOLQVXUDQFHXQGHUD
JXDUDQWHHGLQVXUDELOLW\SURYLVLRQRUFRQYHUVLRQRSWLRQRUDQ\
RWKHUFRQWUDFWXDOSROLF\FKDQJHSULYLOHJH
x 6KRUWWHUPQRQUHQHZDEOHOLIHLQVXUDQFHSROLFLHVZULWWHQWRFRYHU
SHULRGVRIGD\VRUOHVV
x $QH[LVWLQJQRQFRQYHUWLEOHWHUPOLIHLQVXUDQFHSROLF\ZKLFKZLOO
H[SLUHLQILYH\HDUVRUOHVVDQGZKLFKFDQQRWEHUHQHZHG
x 3URSRVHGOLIHLQVXUDQFHSROLF\WKDWLVWRUHSODFHOLIHLQVXUDQFH
XQGHUDELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPH
FRPSDQ\LVVXLQJWKHSROLF\ZKLFKLVWREHUHSODFHG
2.6WDW$QQ GHILQLWLRQV 

2.6WDW$QQ DSSOLFDQW¶VVWDWHPHQW 

2.6WDW$QQ QRWLFH 

)RUPV

2.6WDW$QQ

([LVWLQJLQVXUHUV

2.6WDW$QQ

$OOLQVXUHUV

2.6WDW$QQ

3URGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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2UHJRQ

State

25$GPLQ5
'XWLHV
3URGXFHUV
25$GPLQ5
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
25$GPLQ5  DQG  

)ROORZV1$,&PRGHOEXWGRHVQRWLQFOXGHH[HPSWLRQIRUJURXSOLIH
LQVXUDQFHDQGDQQXLWLHVXVHGWRIXQGSUHDUUDQJHGIXQHUDOFRQWUDFWV


25$GPLQ5$SSHQGL[$$SSHQGL[%
DQG$SSHQGL[& DYDLODEOHWKURXJKLQVXUDQFH
DJHQF\ 

)RUPV

25$GPLQ5

'LUHFWUHVSRQVH

25$GPLQ5

([LVWLQJLQVXUHUV

25$GPLQ5

5HSODFLQJLQVXUHUV

25$GPLQ5

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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3XHUWR5LFR

3HQQV\OYDQLD

State

'XWLHV
3URGXFHUV

([HPSWLRQV
3$&RGH
x *URXSOLIHSROLFLHVLVVXHGWRFUHGLWRUV
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x $SSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHDQGDFRQWUDFWXDOFKDQJHRUDFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHVXQGHUFRPPRQ
RZQHUVKLSRUFRQWUROZLWKSURYLVRV
x 5HJLVWHUHGFRQWUDFWV H[HPSWIURPVRPHUHTXLUHPHQWVZLWK
SURYLVRV 



3$&RGH



35$'&,165XOH

)RUPV

3$&RGH&KDSWHU$SSHQGL[$DQG$SSHQGL[%

)RUPV

3$&RGH

'LUHFWUHVSRQVH

3$&RGH

$OOLQVXUHUVXVLQJSURGXFHUV

3$&RGH

3$&RQV6WDW$QQ

$OOLQVXUHUV

3$&RGH

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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5KRGH,VODQG

State

5,$'&
'XWLHV
3URGXFHUV
5,$'&
$OOLQVXUHUVXVLQJSURGXFHUV
5,$'&


([HPSWLRQV
5,$'&

)ROORZV1$,&PRGHO


5,$'&

)RULQIRUPDWLRQRQWZLVWLQJDQGFKXUQLQJVHH

5,$'&$SSHQGL[$
5,$'&$SSHQGL[%
5,$'&$SSHQGL[&

)RUPV

5,$'&

'LUHFWUHVSRQVH

5,$'&

([LVWLQJLQVXUHUV

5,$'&

5HSODFLQJLQVXUHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFH

Applicability and Exemptions
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6RXWK&DUROLQD

State

6&&RGHRI5HJXODWLRQV56HFWLRQ
'XWLHV
3URGXFHUV
6&&RGHRI5HJXODWLRQV56HFWLRQ
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
6&&RGHRI5HJXODWLRQV56HFWLRQ

)ROORZV1$,&0RGHO


6&&RGHRI5HJXODWLRQV5$SSHQGL[$
$SSHQGL[%DQG$SSHQGL[&

)RUPV

6&&RGHRI5HJXODWLRQV56HFWLRQ

'LUHFWUHVSRQVH

6&&RGHRI5HJXODWLRQV56HFWLRQ

([LVWLQJLQVXUHUV

6&&RGHRI5HJXODWLRQV56HFWLRQ

5HSODFLQJLQVXUHUV

6&&RGHRI5HJXODWLRQV56HFWLRQ

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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6RXWK'DNRWD

State

6'$GPLQ
'XWLHV
3URGXFHUV
6'$GPLQ
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
6'$GPLQ

)ROORZV1$,&0RGHO

6'$'&$UW&K$SS)

6'$'&$UW&K$SS(

6'$'&$UW&K$SS'

)RUPV

6'$GPLQ

'LUHFWUHVSRQVH

6'$GPLQ

([LVWLQJLQVXUHUV

6'$GPLQ

6'$GPLQ

5HSODFLQJLQVXUHUVXVLQJSURGXFHUV

6'$GPLQ UHFRUGIRUPDW 

6'$GPLQ LQVXUHUQRWLILFDWLRQV 

6'$GPLQ UHTXLUHGGRFXPHQWV 

6'$GPLQ VLJQHGVWDWHPHQW 

6'$GPLQ UHFRUGNHHSLQJ 

6'$GPLQ VXSHUYLVLRQDQGFRQWURO 

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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7HQQHVVHH

State

71&RPS5 5HJV([KLELW$

)RUPV

71&RPS5 5HJV

'LUHFWUHVSRQVH

71&RPS5 5HJV

$OOLQVXUHUVXVLQJSURGXFHUV

71&RPS5 5HJV

$OOLQVXUHUV

71&RPS5 5HJV

3URGXFHUV

'XWLHV

71&RPS5 5HJV RWKHU 

71&RPS5 5HJV
UHSODFHPHQW 


([HPSWLRQV
71&RPS5 5HJV
x &UHGLWOLIH
x *URXSOLIHLQVXUDQFH
x $SSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHDQGDFRQWUDFWXDOFKDQJHRUDFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHVXQGHUFRPPRQ
RZQHUVKLSRUFRQWUROZLWKSURYLVRV
x 5HJLVWHUHGFRQWUDFWV H[HPSWIURPVRPHUHTXLUHPHQWVZLWK
SURYLVRV 

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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7H[DV

State

7;,QV&RGH$QQ JHQHUDO 
7;,QV&RGH$QQ SROLF\VXPPDU\ 
7;$GPLQ&RGH DJHQWDQGSURGXFHU 
'XWLHV
3URGXFHUV
7;,QV&RGH$QQ


([HPSWLRQV
7;,QV&RGH$QQ

)ROORZV1$,&PRGHO


7;$GPLQ&RGH VXEVWDQWLDOO\VLPLODU
QRWLFHV 

7;$GPLQ&RGH GLUHFWUHVSRQVH 

7;$GPLQ&RGH UHSODFHPHQW 

7;$GPLQ&RGH IRUPDW 

7;,QV&RGH$QQ

)RUPV

7;,QV&RGH$QQ

'LUHFWUHVSRQVH

7;,QV&RGH$QQ

([LVWLQJLQVXUHUV

7;$GPLQ&RGH

7;,QV&RGH$QQ

5HSODFLQJLQVXUHUVWKDWXVHSURGXFHUV

7;,QV&RGH$QQ

$OOLQVXUHUVXVLQJSURGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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8WDK

State

'XWLHV
3URGXFHUV
87$GPLQ&RGH5VHFWLRQ
87&RGH$QQ$

([HPSWLRQV
87$GPLQ&RGH5VHFWLRQ

)ROORZV1$,&PRGHO


87$GPLQ&RGH5VHFWLRQ$SSHQGL[$
$SSHQGL[%DQG$SSHQGL[&

)RUPV

87$GPLQ&RGH5VHFWLRQ

'LUHFWUHVSRQVH

87$GPLQ&RGH5VHFWLRQ

([LVWLQJLQVXUHUV

87$GPLQ&RGH5VHFWLRQ

5HSODFLQJLQVXUHUVWKDWXVHSURGXFHUV

87$GPLQ&RGH5VHFWLRQ

$OOLQVXUHUVXVLQJSURGXFHUV

87$GPLQ&RGH5VHFWLRQ





'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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9HUPRQW

State

97$GPLQ&RGH
'XWLHV
3URGXFHUV
97$GPLQ&RGH


([HPSWLRQV
97$GPLQ&RGH % 

)ROORZV1$,&PRGHOEXWGRHVQRWLQFOXGHH[HPSWLRQIRUWHUP
FRQYHUVLRQSULYLOHJHH[HUFLVHGDPRQJFRUSRUDWHDIILOLDWHV

97$GPLQ&RGH$SSHQGL[$$SSHQGL[%
DQG$SSHQGL[&

)RUPV

97$GPLQ&RGH

'LUHFWUHVSRQVH

97$GPLQ&RGH

([LVWLQJLQVXUHUV

97$GPLQ&RGH

5HSODFLQJLQVXUHUVWKDWXVHSURGXFHUV

97$GPLQ&RGH

$OOLQVXUHUVXVLQJSURGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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9LUJLQLD

State

)ROORZV1$,&PRGHO



9$$GPLQ&RGH

([HPSWLRQV



$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHVXVHGWRUHSODFHH[LVWLQJOLIH
LQVXUDQFH

Applicability and Exemptions
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9$$GPLQ&RGH)RUP$)RUP%
1RWLFH5HJDUGLQJ5HSODFHPHQWDQG)RUP&
,PSRUWDQW1RWLFH5HSODFHPHQWRI/LIH,QVXUDQFHRU
$QQXLWLHV GLUHFWUHVSRQVH 

)RUPV

9$$GPLQ&RGH

'LUHFWUHVSRQVH

9$$GPLQ&RGH

([LVWLQJLQVXUHUV

9$$GPLQ&RGH

5HSODFLQJLQVXUHUV

9$$GPLQ&RGH

$OOLQVXUHUVXVLQJSURGXFHUV

9$$GPLQ&RGH

3URGXFHUV

'XWLHV

9$$GPLQ&RGH

'HILQLWLRQV

Key Elements/Citations

:DVKLQJWRQ

State

:$$GPLQ&RGH UHSODFHPHQW 
:$$GPLQ&RGH RWKHU 
'XWLHV


([HPSWLRQV
:$$GPLQ&RGH
x &UHGLWOLIH
x &HUWDLQJURXSOLIHRUJURXSDQQXLWLHV
x $SSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHZKHQDFRQWUDFWXDOFKDQJHRUFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHVXQGHUFRPPRQ
RZQHUVKLSRUFRQWUROZLWKSURYLVRV
x 5HJLVWHUHGFRQWUDFWV H[HPSWIURPVRPHUHTXLUHPHQWVZLWK
SURYLVRV 

:$$GPLQ&RGH

)RUPV

:$$GPLQ&RGH

'LUHFWUHVSRQVH

:$$GPLQ&RGH

$OOLQVXUHUVXVLQJSURGXFHUV

:$$GPLQ&RGH

$OOLQVXUHUV

:$$GPLQ&RGH

3URGXFHUV

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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:HVW9LUJLQLD

State

:9&RGHD D 
:9&RGH6W5
'XWLHV
3URGXFHUV
:9&RGH6W5
$OOLQVXUHUVXVLQJSURGXFHUV


([HPSWLRQV
:9&RGHD F 
:9&RGH6W5

)ROORZV1$,&PRGHOEXWGHYLDWHVRQFRQWHVWDELOLW\SURYLVLRQVZKLFK
FUHDWHVFRQIOLFW3OHDVHVHHQRWHV

:9&RGH6W5$SSHQGL[$$SSHQGL[%DQG
$SSHQGL[&

)RUPV

:9&RGH6W5

'LUHFWUHVSRQVH

:9&RGH6W5

([LVWLQJLQVXUHUV

1RWH3OHDVHVHHIRULQIRUPDWLRQFRQFHUQLQJWKH
FRQWHVWDELOLW\RIDUHSODFHGSROLF\

:9&RGH6W5

1RWH3OHDVHVHH E  IRULQIRUPDWLRQFRQFHUQLQJ
WKHFRQWHVWDELOLW\RIDUHSODFHGSROLF\

:9&RGHD E 

5HSODFLQJLQVXUHUV

:9&RGH6W5

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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:LVFRQVLQ

State

:,$'&,QV  
'XWLHV
3URGXFHUV


([HPSWLRQV
:,$'&,QV  


)ROORZV1$,&PRGHO

:,$'&,QV$SSHQGL[,$SSHQGL[,, GLUHFW
UHVSRQVH DQG$SSHQGL[,,, GHILQLWLRQV 

)RUPV

:,$'&,QV  

'LUHFWUHVSRQVH

:,$'&,QV  

([LVWLQJLQVXUHUV

:,$'&,QV  

5HSODFLQJLQVXUHUVWKDWXVHSURGXFHUV

:,$'&,QV  

$OOLQVXUHUVXVLQJSURGXFHUV

:,$'&,QV  

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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:\RPLQJ

State

:<$GPLQ&RGH,QV*HQ&K
'XWLHV
3URGXFHUV


([HPSWLRQV
:<$GPLQ&RGH,QV*HQ&K
x &UHGLWOLIH
x *URXSOLIHRUJURXSDQQXLWLHV
x $SSOLFDWLRQWRWKHH[LVWLQJLQVXUHUWKDWLVVXHGWKHH[LVWLQJOLIH
LQVXUDQFHDQGDFRQWUDFWXDOFKDQJHRUDFRQYHUVLRQSULYLOHJHLV
EHLQJH[HUFLVHG
x 3URSRVHGOLIHLQVXUDQFHWKDWLVWRUHSODFHOLIHLQVXUDQFHXQGHUD
ELQGLQJRUFRQGLWLRQDOUHFHLSWLVVXHGE\WKHVDPHFRPSDQ\
x 7UDQVDFWLRQVZKHUHWKHUHSODFLQJLQVXUHUDQGWKHH[LVWLQJLQVXUHU
DUHWKHVDPHRUDUHVXEVLGLDULHVRUDIILOLDWHVXQGHUFRPPRQ
RZQHUVKLSRUFRQWUROZLWKSURYLVRV

:<$GPLQ&RGH,QV*HQ&K5HSODFHPHQW)RUP

)RUPV

:<$GPLQ&RGH,QV*HQ&K

'LUHFWUHVSRQVH

:<$GPLQ&RGH,QV*HQ&K

$OOLQVXUHUVXVLQJSURGXFHUV

:<$GPLQ&RGH,QV*HQ&K

$OOLQVXUHUV

:<$GPLQ&RGH,QV*HQ&K

'HILQLWLRQV

Key Elements/Citations

$SSOLHVWROLIHLQVXUDQFHDQGDQQXLWLHV

Applicability and Exemptions
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1$,&0RGHO5HJXODWLRQRQWKH8VHRI6HQLRU6SHFLILF&HUWLILFDWLRQVDQG
3URIHVVLRQDO'HVLJQDWLRQVLQWKH6DOHRI/LIH,QVXUDQFHDQG$QQXLWLHV
&DUO%:LONHUVRQ9LFH3UHVLGHQW &KLHI&RXQVHO6HFXULWLHV /LWLJDWLRQ$PHULFDQ
&RXQFLORI/LIH,QVXUHUV$OO5LJKWV5HVHUYHG

, 1$,&0RGHO5HJXODWLRQRQWKH8VHRI6HQLRU6SHFLILF&HUWLILFDWLRQVDQG
3URIHVVLRQDO'HVLJQDWLRQVLQWKH6DOHRI/LIH,QVXUDQFHDQG$QQXLWLHV
$ 7KLV1$,&UHJXODWLRQGLUHFWO\SDUDOOHOVWKH1RUWK$PHULFDQ6HFXULWLHV
$GPLQLVWUDWRUV$VVRFLDWLRQ 1$6$$ FUHGHQWLDOLQJUHJXODWLRQVDQGZDV
GHYHORSHGLQFORVHFRRUGLQDWLRQZLWK1$6$$DQGVXSSRUWHGE\1$6$$
% 6HHKWWSZZZQDVDDRUJFRQWHQW)LOHV6HQLRUB0RGHOB5XOHSGI
& 7KH1$,&UHJXODWLRQDQGDQDFFRPSDQ\LQJEXOOHWLQJFDQEHREWDLQHGRQWKH
1$,&ZHEVLWHDWKWWSZZZQDLFRUJ5HOHDVHVBGRFVVHQLRUBVDOHVKWP
,, 3XUSRVHRIWKH1$,&5HJXODWLRQ
$ 7KHUHJXODWLRQHVWDEOLVKHVVWDQGDUGVWRSURWHFWFRQVXPHUVIURPPLVOHDGLQJ
DQGIUDXGXOHQWPDUNHWLQJSUDFWLFHVZLWKUHVSHFWWRWKHXVHRIVHQLRUVSHFLILF
FHUWLILFDWLRQVDQGSURIHVVLRQDOGHVLJQDWLRQVLQWKHVROLFLWDWLRQVDOHRUSXUFKDVH
RIRUDGYLFHPDGHLQFRQQHFWLRQZLWKDOLIHLQVXUDQFHRUDQQXLW\SURGXFW
% 7KHUHJXODWLRQZLOODSSO\WRDQ\VROLFLWDWLRQVDOHRUSXUFKDVHRIRUDGYLFH
PDGHLQFRQQHFWLRQZLWKDOLIHLQVXUDQFHRUDQQXLW\SURGXFWE\DQ³LQVXUDQFH
SURGXFHU´WKDWLVGHILQHGDVDSHUVRQUHTXLUHGWREHOLFHQVHGXQGHUWKHODZVRI
WKLV6WDWHWRVHOOVROLFLWRUQHJRWLDWHLQVXUDQFHLQFOXGLQJDQQXLWLHV
,,, 3URKLELWHG8VHVRI6HQLRU6SHFLILF&HUWLILFDWLRQVDQG3URIHVVLRQDO
'HVLJQDWLRQV>6HFWLRQ@
$ 8QGHUWKHUHJXODWLRQLWZLOOEHDQXQIDLUDQGGHFHSWLYHDFWRUSUDFWLFHLQWKH
EXVLQHVVRILQVXUDQFHZLWKLQWKHPHDQLQJRIWKH8QIDLU7UDGH3UDFWLFHV$FWIRUDQ
LQVXUDQFHSURGXFHUWRXVHDVHQLRUVSHFLILFFHUWLILFDWLRQRUSURIHVVLRQDO
GHVLJQDWLRQWKDWLQGLFDWHVRULPSOLHVLQVXFKDZD\DVWRPLVOHDGDSXUFKDVHURU
SURVSHFWLYHSXUFKDVHUWKDWLQVXUDQFHSURGXFHUKDVVSHFLDOFHUWLILFDWLRQRUWUDLQLQJ
LQDGYLVLQJRUVHUYLFLQJVHQLRUVLQFRQQHFWLRQZLWKWKHVROLFLWDWLRQVDOHRU
SXUFKDVHRIDOLIHLQVXUDQFHRUDQQXLW\SURGXFWRULQWKHSURYLVLRQRIDGYLFHDVWR
WKHYDOXHRIRUWKHDGYLVDELOLW\RISXUFKDVLQJRUVHOOLQJDOLIHLQVXUDQFHRUDQQXLW\
SURGXFWHLWKHUGLUHFWO\RULQGLUHFWO\WKURXJKSXEOLFDWLRQVRUZULWLQJVRUE\LVVXLQJ
RUSURPXOJDWLQJDQDO\VHVRUUHSRUWVUHODWHGWRDOLIHLQVXUDQFHRUDQQXLW\SURGXFW
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% 7KHSURKLELWHGXVHRIVHQLRUVSHFLILFFHUWLILFDWLRQVRUSURIHVVLRQDO
GHVLJQDWLRQVLQFOXGHVEXWLVQRWOLPLWHGWRWKHIROORZLQJ
 8VHRIDFHUWLILFDWLRQRUSURIHVVLRQDOGHVLJQDWLRQE\DQLQVXUDQFH
SURGXFHUZKRKDVQRWDFWXDOO\HDUQHGRULVRWKHUZLVHLQHOLJLEOHWRXVH
VXFKFHUWLILFDWLRQRUGHVLJQDWLRQ
 8VHRIDQRQH[LVWHQWRUVHOIFRQIHUUHGFHUWLILFDWLRQRUSURIHVVLRQDO
GHVLJQDWLRQ
 8VHRIDFHUWLILFDWLRQRUSURIHVVLRQDOGHVLJQDWLRQWKDWLQGLFDWHVRU
LPSOLHVDOHYHORIRFFXSDWLRQDOTXDOLILFDWLRQVREWDLQHGWKURXJKHGXFDWLRQ
WUDLQLQJRUH[SHULHQFHWKDWWKHLQVXUDQFHSURGXFHUXVLQJWKHFHUWLILFDWLRQ
RUGHVLJQDWLRQGRHVQRWKDYHDQG
 8VHRIDFHUWLILFDWLRQRUSURIHVVLRQDOGHVLJQDWLRQWKDWZDVREWDLQHG
IURPDFHUWLI\LQJRUGHVLJQDWLQJRUJDQL]DWLRQWKDW
D  ,VSULPDULO\HQJDJHGLQWKHEXVLQHVVRILQVWUXFWLRQLQVDOHVRU
PDUNHWLQJ
E  'RHVQRWKDYHUHDVRQDEOHVWDQGDUGVRUSURFHGXUHVIRU
DVVXULQJWKHFRPSHWHQF\RILWVFHUWLILFDQWVRUGHVLJQHHV
F  'RHVQRWKDYHUHDVRQDEOHVWDQGDUGVRUSURFHGXUHVIRU
PRQLWRULQJDQGGLVFLSOLQLQJLWVFHUWLILFDQWVRUGHVLJQHHVIRU
LPSURSHURUXQHWKLFDOFRQGXFWRU
G  'RHVQRWKDYHUHDVRQDEOHFRQWLQXLQJHGXFDWLRQUHTXLUHPHQWV
IRULWVFHUWLILFDQWVRUGHVLJQHHVLQRUGHUWRPDLQWDLQWKHFHUWLILFDWH
RUGHVLJQDWLRQ
 8QGHUWKHUHJXODWLRQWKHUHLVDUHEXWWDEOHSUHVXPSWLRQWKDWD
FHUWLI\LQJRUGHVLJQDWLQJRUJDQL]DWLRQLVQRWGLVTXDOLILHGVROHO\IRU
SXUSRVHVRIVXEVHFWLRQ$  G ZKHQWKHFHUWLILFDWLRQRUGHVLJQDWLRQ
LVVXHGIURPWKHRUJDQL]DWLRQGRHVQRWSULPDULO\DSSO\WRVDOHVRU
PDUNHWLQJDQGZKHQWKHRUJDQL]DWLRQRUWKHFHUWLILFDWLRQRUGHVLJQDWLRQLQ
TXHVWLRQKDVEHHQDFFUHGLWHGE\
D  7KH$PHULFDQ1DWLRQDO6WDQGDUGV,QVWLWXWH $16, 
E  7KH1DWLRQDO&RPPLVVLRQIRU&HUWLI\LQJ$JHQFLHVRU
F  $Q\RUJDQL]DWLRQWKDWLVRQWKH86'HSDUWPHQWRI(GXFDWLRQ¶V
OLVWHQWLWOHG³$FFUHGLWLQJ$JHQFLHV5HFRJQL]HGIRU7LWOH,9
3XUSRVHV´
 ,QGHWHUPLQLQJZKHWKHUDFRPELQDWLRQRIZRUGVRUDQDFURQ\P
VWDQGLQJIRUDFRPELQDWLRQRIZRUGVFRQVWLWXWHVDFHUWLILFDWLRQRU
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SURIHVVLRQDOGHVLJQDWLRQLQGLFDWLQJRULPSO\LQJWKDWDSHUVRQKDVVSHFLDO
FHUWLILFDWLRQRUWUDLQLQJLQDGYLVLQJRUVHUYLFLQJVHQLRUVIDFWRUVWREH
FRQVLGHUHGVKDOOLQFOXGH
D  8VHRIRQHRUPRUHZRUGVVXFKDV³VHQLRU´³UHWLUHPHQW´
³HOGHU´RUOLNHZRUGVFRPELQHGZLWKRQHRUPRUHZRUGVVXFKDV
³FHUWLILHG´³UHJLVWHUHG´³FKDUWHUHG´³DGYLVRU´³VSHFLDOLVW´
³FRQVXOWDQW´³SODQQHU´RUOLNHZRUGVLQWKHQDPHRIWKH
FHUWLILFDWLRQRUSURIHVVLRQDOGHVLJQDWLRQDQG
E  7KHPDQQHULQZKLFKWKRVHZRUGVDUHFRPELQHG
 )RUSXUSRVHVRIWKLV1$,&UHJXODWLRQDMREWLWOHZLWKLQDQRUJDQL]DWLRQ
WKDWLVOLFHQVHGRUUHJLVWHUHGE\D6WDWHRUIHGHUDOILQDQFLDOVHUYLFHV
UHJXODWRU\DJHQF\LVQRWDFHUWLILFDWLRQRUSURIHVVLRQDOGHVLJQDWLRQXQOHVV
LWLVXVHGLQDPDQQHUWKDWZRXOGFRQIXVHRUPLVOHDGDUHDVRQDEOH
FRQVXPHUZKHQWKHMREWLWOH
D  ,QGLFDWHVVHQLRULW\RUVWDQGLQJZLWKLQWKHRUJDQL]DWLRQRU
E  6SHFLILHVDQLQGLYLGXDO¶VDUHDRIVSHFLDOL]DWLRQZLWKLQWKH
RUJDQL]DWLRQ
 8QGHUWKLVVXEVHFWLRQILQDQFLDOVHUYLFHVUHJXODWRU\DJHQF\LQFOXGHV
EXWLVQRWOLPLWHGWRDQDJHQF\WKDWUHJXODWHVLQVXUHUVLQVXUDQFH
SURGXFHUVEURNHUGHDOHUVLQYHVWPHQWDGYLVHUVRULQYHVWPHQWFRPSDQLHV
DVGHILQHGXQGHUWKH,QYHVWPHQW&RPSDQ\$FWRI
,9 6WDWHE\6WDWH,QGH[WRWKH1$,&6HQLRU6SHFLILF&HUWLILFDWLRQV0RGHO5HJXODWLRQ
DSSHDUVLQWKH$SSHQGL[WRWKLVRXWOLQH

>7KLVVSDFHOHIWLQWHQWLRQDOO\EODQN@
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7KH,PSDFWRI6WDWH,QVXUDQFH&RQVXOWLQJ/DZVDQG5HODWHG3URYLVLRQVRQ
,QVXUDQFH3URGXFHUV3HUIRUPLQJ)LQDQFLDO3ODQQLQJ6HUYLFHV
&DUO%:LONHUVRQ9LFH3UHVLGHQW &KLHI&RXQVHO6HFXULWLHV /LWLJDWLRQ
$PHULFDQ&RXQFLORI/LIH,QVXUHUV$OO5LJKWV5HVHUYHG




, 7KH,PSDFWRI6WDWH,QVXUDQFH&RQVXOWLQJ/DZVDQG5HODWHG3URYLVLRQVRQ
,QVXUDQFH3URGXFHUV3HUIRUPLQJ)LQDQFLDO3ODQQLQJ6HUYLFHV
$ %DFNJURXQG
 $GHJUHHRIYDULDELOLW\H[LVWVLQVWDWHLQVXUDQFHVWDWXWHVDQG
UHJXODWLRQVFRQFHUQLQJILQDQFLDOSODQQLQJE\OLIHLQVXUDQFHDJHQWV
 &DUHIXOUHYLHZRIWKHYDULRXVVWDWHODZVDQGUHJXODWLRQVLVYDOXDEOHLQ
FRQILUPLQJSURSHUSURFHGXUHVDQGDFWLYLWLHV
% 1$,&8QIDLU7UDGH3UDFWLFHV$FWSURYLVLRQVJRYHUQLQJILQDQFLDOSODQQLQJ
  0 RIWKH1$,&8QIDLU7UDGH3UDFWLFHV$FWGHILQHVDQXQIDLU
ILQDQFLDOSODQQLQJSUDFWLFHE\DQLQVXUDQFHSURGXFHUWREH
D  +ROGLQJKLPVHOIRUKHUVHOIRXWGLUHFWO\RULQGLUHFWO\WRWKHSXEOLF
DVWKH\ILQDQFLDOSODQQHULQYHVWPHQWDGYLVRUFRQVXOWHG
ILQDQFLDOFRXQVHORURUDQ\RWKHUVSHFLDOLVWVHQJDJHGLQWKH
EXVLQHVVRIJLYLQJILQDQFLDOSODQQLQJIRUDGYLFHUHODWLQJWR
LQYHVWPHQWVLQVXUDQFHUHDOHVWDWHWD[PDWWHUVRUWUXVWDQGHVWDWH
PDWWHUVZKHQVXFKSHUVRQLVLQIDFWHQJDJHGRQO\LQWKHVDOHRI
SROLFLHV
E  (QJDJLQJLQWKHEXVLQHVVRIILQDQFLDOSODQQLQJZLWKRXW
GLVFORVLQJWRWKHFOLHQWSULRUWRWKHH[HFXWLRQRIWKHDJUHHPHQW
SURYLGHGIRULQSDUDJUDSK>RIWKLVUHJXODWLRQ@RUVROLFLWDWLRQRIWKH
VDOHRIDSURGXFWRUVHUYLFHWKDW
  +HRUVKHLVDOVRDQLQVXUDQFHVDOHVSHUVRQDQG
  7KDWDFRPPLVVLRQIRUWKHVDOHRIWKHLQVXUDQFH
SURGXFWVZLOOEHUHFHLYHGLQDGGLWLRQWRDIHHIRUILQDQFLDO
SODQQLQJLIVXFKLVWKHFDVH
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F  7KLV1$,&SURYLVLRQIRUELGVWKHVHRWKHUWKDQFRPPLVVLRQIRU
ILQDQFLDOSODQQLQJE\LQVXUDQFHSURGXFHUVXQOHVVVXFKIHHVDUH
EDVHGXSRQDZULWWHQDJUHHPHQWVLJQHGE\WKHFOLHQWLQDGYDQFH
DFRS\RIWKHDJUHHPHQWPXVWEHJLYHQWRWKHFOLHQWDWWKHWLPHLWLV
VLJQHG
& ,QVXUDQFH&RQVXOWLQJ/DZV
 0DQ\VWDWHVKDYHDGRSWHGVWDWXWHVRUUHJXODWLRQVJHQHUDOO\UHIHUUHGWR
DVLQVXUDQFHFRQVXOWLQJSURYLVLRQVWKDWVHHNWRSURWHFWLQVXUDQFH
SURGXFWSROLF\KROGHUVE\SUHYHQWLQJWKHUHFHLSWRILQVXUDQFHFRPPLVVLRQV
DQGLQVXUDQFHFRQVXOWLQJIHHVFRQFHUQLQJWKHVDPHVDOH
 ,WLVXQOLNHO\WKDWWKLVERG\RIODZZDVLQWHQGHGWRJRYHUQEURDG
VSHFWUXPRIILQDQFLDOSODQQLQJFRQGXFWHGE\LQVXUDQFHDJHQWVLQWRGD\ V
PDUNHW1RQHWKHOHVVILQDQFLDOSODQQLQJDQGLQYHVWPHQWDGYLVRU\
DFWLYLWLHVFRXOGLQDGYHUWHQWO\WULJJHUWKHVFRSHDQGWHUPVRIWKHLQVXUDQFH
FRQVXOWLQJODZV
D  ,QVXUDQFHFRQVXOWLQJODZVHYROYHGWRDGGUHVVSUREOHPVRID
WUDGLWLRQDOOLIHLQVXUDQFHHQYLURQPHQWQRWPRUHUHFHQW
GHYHORSPHQWVVXFKDVILQDQFLDOSODQQLQJPRUHLQYHVWPHQWDGYLFH
E  :KLOHWKHDSSOLFDWLRQRIWKHLQVXUDQFHFRQVXOWLQJODZVWR
ILQDQFLDOSODQQLQJLVQRWFOHDUSRWHQWLDOFRYHUDJHFRXOGEH
WULJJHUHGLQWZRZD\V
  )HHDQGFRPPLVVLRQILQDQFLDOSODQQLQJDUUDQJHPHQWV
WKDWDOVRLQYROYHDUHFRPPHQGDWLRQDQGXOWLPDWHSXUFKDVH
RILQVXUDQFHSURGXFW
  &RPPLVVLRQRQO\ILQDQFLDOSODQQLQJDUUDQJHPHQWVWKDW
LQYROYHWKHUHFRPPHQGDWLRQDQGXOWLPDWHSXUFKDVHRIDQ
LQVXUDQFHSURGXFW
F  ,QVXUDQFHFRQVXOWLQJODZVJHQHUDOO\IDOOLQWRWZRFDWHJRULHV
  6WDWHVSURKLELWLQJLQVXUDQFHDJHQWVIURPUHFHLYLQJERWK
FRQVXOWLQJIHHVDQGVDOHVFRPPLVVLRQVLQFRQQHFWLRQZLWK
WKHVDPHDVVXUDQFHSURGXFWVDOH
D  6HHHJ&RQQHFWLFXW,QVXUDQFH&RGH±
K DQLQGLYLGXDOVHUYLQJDVDTXRWHFHUWLILHG
LQVXUDQFHFRQVXOWDQWLVSURKLELWHGIURPUHFHLYLQJ
ERWKVDOHVFRPPLVVLRQDQGDFRQVXOWDQW V
FRPPLVVLRQLQFRQQHFWLRQZLWKWKHVDOHRI
LQVXUDQFH 
  6WDWHVSHUPLWWLQJLQVXUDQFHDJHQWVWRREWDLQERWK
FRQVXOWLQJIHHVDQGVDOHVFRPPLVVLRQVLQFRQQHFWLRQZLWK
WKHVDPHLQVXUDQFHSURGXFWVDOHSURYLGLQJFOHDU
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GLVFORVXUHDERXWWKHMRLQWUHFHLSWRIDIHHDQGFRPPLVVLRQ
LVFRPPXQLFDWHG
D  6HHHJ$UNDQVDV,QVXUDQFH'HSDUWPHQW
%XOOHWLQ1R 0D\ WKHREYLRXV
LQWHQWRIWKLVVHFWLRQ>  @LVWRSHUPLW
JHQXLQHXWLOL]DWLRQRIWKH>SURSHUW\FDVXDOW\DQG
OLIHGLVDELOLW\@DJHQW VH[SHUWLVHIRUFRPSHQVDWLRQ
EXWWRUHTXLUHSURSHUGLVFORVXUHWRWKHFOLHQWDQGWR
SUHYHQWSULFHJRXJLQJE\XQVFUXSXORXVSHUVRQV
E  6HHDOVR1HZ0H[LFR,QVXUDQFH5XOH
F ZKLFKVWDWHVWKDWWHUPVVXFKDVILQDQFLDO
SODQQHULQYHVWPHQWDGYLFHRUILQDQFLDOFRQVXOWDQW
RUILQDQFLDOFRXQVHOLQJVKDOOQRWEHXVHGLQVXFKD
ZD\DVWRLPSO\WKDWWKHLQVXUDQFHDJHQWLV
JHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQZKLFK
FRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFKLV
DFWXDOO\WKHFDVH
  $FRPSLODWLRQRIVWDWHODZVDQGUHJXODWLRQVDERXW
LQVXUDQFHFRQVXOWLQJODZVDQGLQYHVWPHQWDGYLVRU
SURYLVLRQVLVVHWIRUWKEHORZ
G  $ODZVXUYH\RQLQVXUDQFHFRQVXOWLQJODZVLQHDFKRIWKH
VWDWHVIROORZVWKLVVHJPHQWRIWKHRXWOLQH







>7KLVVSDFHOHIWLQWHQWLRQDOO\EODQN@

$PHQGPHQWVWRH[LVWLQJODZVDQGUHJXODWLRQV
1HZODZVUHJXODWLRQVDQGDGPLQLVWUDWLYHPDWHULDORU
([SDQVLRQRIWKHVFRSHRIWKHVXUYH\RUDGGLWLRQDOLQIRUPDWLRQRQWKHWRSLF

8QLIRUP6HFXULWLHV$FW²³¶,QYHVWPHQWDGYLVHU¶PHDQVDSHUVRQWKDWIRUFRPSHQVDWLRQHQJDJHVLQWKHEXVLQHVVRIDGYLVLQJRWKHUVHLWKHUGLUHFWO\
RUWKURXJKSXEOLFDWLRQVRUZULWLQJVDVWRWKHYDOXHRIVHFXULWLHVRUWKHDGYLVDELOLW\RILQYHVWLQJLQSXUFKDVLQJRUVHOOLQJVHFXULWLHVRUWKDWIRU
FRPSHQVDWLRQDQGDVDSDUWRIDUHJXODUEXVLQHVVLVVXHVRUSURPXOJDWHVDQDO\VHVRUUHSRUWVFRQFHUQLQJVHFXULWLHV7KHWHUPLQFOXGHVDILQDQFLDOSODQQHU
RURWKHUSHUVRQWKDWDVDQLQWHJUDOFRPSRQHQWRIRWKHUILQDQFLDOO\UHODWHGVHUYLFHVSURYLGHVLQYHVWPHQWDGYLFHWRRWKHUVIRUFRPSHQVDWLRQDVSDUWRID
EXVLQHVVRUWKDWKROGVLWVHOIRXWDVSURYLGLQJLQYHVWPHQWDGYLFHWRRWKHUVIRUFRPSHQVDWLRQ7KHWHUPGRHVQRWLQFOXGH $ DQLQYHVWPHQWDGYLVHU
UHSUHVHQWDWLYH % DODZ\HUDFFRXQWDQWHQJLQHHURUWHDFKHUZKRVHSHUIRUPDQFHRILQYHVWPHQWDGYLFHLVVROHO\LQFLGHQWDOWRWKHSUDFWLFHRIWKH
SHUVRQ¶VSURIHVVLRQ & DEURNHUGHDOHURULWVDJHQWVZKRVHSHUIRUPDQFHRILQYHVWPHQWDGYLFHLVVROHO\LQFLGHQWDOWRWKHFRQGXFWRIEXVLQHVVDVD
EURNHUGHDOHUDQGWKDWGRHVQRWUHFHLYHVSHFLDOFRPSHQVDWLRQIRUWKHLQYHVWPHQWDGYLFH ' DSXEOLVKHURIDERQDILGHQHZVSDSHUQHZVPDJD]LQHRU
EXVLQHVVRUILQDQFLDOSXEOLFDWLRQRIJHQHUDODQGUHJXODUFLUFXODWLRQ ( DIHGHUDOFRYHUHGLQYHVWPHQWDGYLVHU ) DEDQNRUVDYLQJVLQVWLWXWLRQ * DQ\

'HILQLWLRQVRI³LQYHVWPHQWDGYLVHU´

7KHVHFRQGSDUWRIWKLV$&/,Law SurveyLGHQWLILHVDQGFLWHV³LQVXUDQFHFRQVXOWLQJ´ODZVXQGHUVWDWHLQVXUDQFHFRGHV6RPHVWDWHVSURKLELWWKHUHFHLSWRIERWKDQ
LQVXUDQFHFRPPLVVLRQDQGDQLQVXUDQFHFRQVXOWLQJIHHIRUWKHVDPHWUDQVDFWLRQ2WKHUVWDWHVSHUPLWLQVXUDQFHFRQVXOWLQJIHHVWRJHWKHUZLWKFRPPLVVLRQVLI
FHUWDLQFRQGLWLRQVDUHIXOILOOHGVXFKDVZULWWHQGLVFORVXUHDERXWWKHVHUYLFHVDQGFRPSHQVDWLRQ2WKHUVWDWHVOLPLWRUFRQGLWLRQWKHXVHRIWHUPLQRORJ\E\
LQVXUDQFHDJHQWVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHUILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHORU7KLVVHFRQGSDUWRIWKHVXUYH\RIVWDWHLQVXUDQFHODZV
SURYLGHVDQDGGHGUHVRXUFHWRUHVHDUFKRQWKHVWDWXVRILQYHVWPHQWDGYLVHUVXQGHUVWDWHVHFXULWLHVODZV

7KLV$&/,Law SurveySURYLGHVJXLGDQFHRQWZRFDWHJRULHVRILQYHVWPHQWDGYLVHUUHJXODWLRQXQGHUVWDWHODZ7KHILUVWLGHQWLILHVDQGFLWHVWKHGHILQLWLRQRI
LQYHVWPHQWDGYLVHUXQGHUHDFKMXULVGLFWLRQ¶VVHFXULWLHVFRGH6WDWH6HFXULWLHV&RGHVIROORZRQHRIWKUHHYHUVLRQVRIWKH8QLIRUP6HFXULWLHV$FW 86$ 
DGPLQLVWHUHGE\WKH1DWLRQDO&RQIHUHQFHRI&RPPLVVLRQHURQ8QLIRUP6WDWH/DZV 1&&86/ WKDWZHUHDGRSWHGLQRU7KHVSHFLILFGHILQLWLRQRI
LQYHVWPHQWDGYLVHUXQGHUHDFKRIWKHWKUHH86$YHUVLRQVLVGXSOLFDWHGEHORZIRUUHIHUHQFH%\ZD\RIEDFNJURXQG&RQJUHVVELIXUFDWHGWKHUHJXODWLRQRI
LQYHVWPHQWDGYLVHUVLQEHWZHHQVWDWHDQGIHGHUDOVHFXULWLHVDGPLQLVWUDWRUVZKHQLWHQDFWHGWKH1DWLRQDO6HFXULWLHV0DUNHWV,PSURYHPHQWV$FW 160,$ 
ZKLFKZDVGHVLJQHGLQSDUWWRHOLPLQDWHGXSOLFDWHVWDWHDQGIHGHUDOUHJXODWLRQRYHULQYHVWPHQWDGYLVHUV8QGHU160,$LQYHVWPHQWDGYLVHUVZLWKOHVVWKDQ
0LQDVVHWVXQGHUPDQDJHPHQWDUHVXEMHFWWRVWDWHVHFXULWLHVMXULVGLFWLRQ7KH6(&UHJXODWHVLQYHVWPHQWDGYLVHUVZLWKPRUHWKDQ0LQDVVHWVXQGHU
PDQDJHPHQW



x
x
x

6XEVWDQWLYHFKDQJHVLQWKHVXUYH\DUHKLJKOLJKWHGLQboldDQGPD\UHIOHFW

What’s New?

State Insurance Consulting Laws and the Status of Investment Advisers
Under State Securities Codes

$&/,/$:6859(<
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Note:1ROLYHZHEOLQNVDUHDYDLODEOHLQWKLVVXUYH\

February 2015

$PHULFDQ&RXQFLORI/LIH,QVXUHUV


7KH$&/,KRSHVWKLVFRPSLODWLRQLVKHOSIXODVDTXLFNUHIHUHQFHIRU\RXUTXHVWLRQVRQWKHGHILQLWLRQRILQYHVWPHQWDGYLVHUVDQGRQFRQVXOWDQWV¶DOORZDEOHIHHVDQG
FRPPLVVLRQV7KLVVXUYH\GRHVQRWFRQVWLWXWHDOHJDORSLQLRQRUFRQFOXVLRQE\$&/,LWVVWDIIRULWVPHPEHUFRPSDQLHVDQGVKRXOGQRWEHXVHGDVWKHVROHEDVLV
IRUPDNLQJLQGLYLGXDOFRPSDQ\GHFLVLRQVRUFRQFOXVLRQV7KHLaw SurveysDUHUHYLHZHGDQGXSGDWHGDQQXDOO\8VHUVDUHHQFRXUDJHGWRUHIHUWRWKHWH[WRIWKH
VWDWXWHVDQGUHJXODWLRQVFLWHGIRUWKHPRVWFXUUHQWDQGFRPSOHWHLQIRUPDWLRQ

8QLIRUP6HFXULWLHV$FW²³¶,QYHVWPHQWDGYLVHU¶PHDQVDQ\SHUVRQZKRIRUFRPSHQVDWLRQHQJDJHVLQWKHEXVLQHVVRIDGYLVLQJRWKHUVHLWKHU
GLUHFWO\RUWKURXJKSXEOLFDWLRQVRUZULWLQJVDVWRWKHYDOXHRIVHFXULWLHVRUDVWRWKHDGYLVDELOLW\RILQYHVWLQJLQSXUFKDVLQJRUVHOOLQJVHFXULWLHVRUZKR
IRUFRPSHQVDWLRQDQGDVDSDUWRIDUHJXODUEXVLQHVVLVVXHVRUSURPXOJDWHVDQDO\VHVRUUHSRUWVFRQFHUQLQJVHFXULWLHVµ,QYHVWPHQWDGYLVHU¶GRHVQRW
LQFOXGH  DEDQNVDYLQJVLQVWLWXWLRQRUWUXVWFRPSDQ\  DODZ\HUDFFRXQWDQWHQJLQHHURUWHDFKHUZKRVHSHUIRUPDQFHRIWKHVHVHUYLFHVLVVROHO\
LQFLGHQWDOWRWKHSUDFWLFHRIKLVSURIHVVLRQ  DEURNHUGHDOHUZKRVHSHUIRUPDQFHRIWKHVHVHUYLFHVLVVROHO\LQFLGHQWDOWRWKHFRQGXFWRIKLVEXVLQHVV
DVDEURNHUGHDOHUDQGZKRUHFHLYHVQRVSHFLDOFRPSHQVDWLRQIRUWKHP  DSXEOLVKHURIDQ\ERQDILGHQHZVSDSHUQHZVPDJD]LQHRUEXVLQHVVRU
ILQDQFLDOSXEOLFDWLRQRIJHQHUDOUHJXODUDQGSDLGFLUFXODWLRQ  DSHUVRQZKRVHDGYLFHDQDO\VHVRUUHSRUWVUHODWHRQO\WRVHFXULWLHVH[HPSWHGE\
VHFWLRQ D    DSHUVRQZKRKDVQRSODFHRIEXVLQHVVLQWKLVVWDWHLI $ KLVRQO\FOLHQWVLQWKLVVWDWHDUHRWKHULQYHVWPHQWDGYLVHUVEURNHU
GHDOHUVEDQNVVDYLQJVLQVWLWXWLRQVWUXVWFRPSDQLHVLQVXUDQFHFRPSDQLHVLQYHVWPHQWFRPSDQLHVDGGHILQHGLQWKH,QYHVWPHQW&RPSDQ\$FWRI
SHQVLRQRUSURILWVKDULQJWUXVWRURWKHUILQDQFLDOLQVWLWXWLRQVRULQVWLWXWLRQDOEX\HUVZKHWKHUDFWLQJIRUWKHPVHOYHVRUDVWUXVWHHVRU % GXULQJDQ\
SHULRGRIWZHOYHFRQVHFXWLYHPRQWKVKHGRHVQRWGLUHFWEXVLQHVVFRPPXQLFDWLRQLQWRWKLVVWDWHLQDQ\PDQQHUWRPRUHWKDQILYHFOLHQWVRWKHUWKDQWKRVH
VSHFLILHGLQFODXVH $ ZKHWKHURUQRWKHRUDQ\RIWKHSHUVRQVWRZKRPWKHFRPPXQLFDWLRQVDUHGLUHFWHGLVWKHQSUHVHQWLQWKLVVWDWHRU  VXFK
RWKHUSHUVRQVQRWZLWKLQWKHLQWHQWRIWKLVSDUDJUDSKDVWKH>$GPLQLVWUDWRU@PD\UXOHRURUGHUGHVLJQDWH´

8QLIRUP6HFXULWLHV$FW²³¶,QYHVWPHQWDGYLVHU¶PHDQVDSHUVRQZKRIRUFRPSHQVDWLRQHQJDJHVLQWKHEXVLQHVVRIDGYLVLQJRWKHUVDVWRWKHYDOXH
RIVHFXULWLHVRUDVWRWKHDGYLVDELOLW\RILQYHVWLQJLQSXUFKDVLQJRUVHOOLQJVHFXULWLHVRUZKRIRUFRPSHQVDWLRQDQGDVDSDUWRIDEXVLQHVVLVVXHVRU
SURPXOJDWHVDQDO\VHVRUUHSRUWVFRQFHUQLQJVHFXULWLHV7KHWHUPGRHVQRWLQFOXGH  DQHPSOR\HHRIDQLQYHVWPHQWDGYLVHU LL DGHSRVLWRU\
LQVWLWXWLRQ LLL DODZ\HUDFFRXQWDQWHQJLQHHURUWHDFKHUZKRVHSHUIRUPDQFHRULQYHVWPHQWDGYLVRU\VHUYLFHVLVVROHO\LQFLGHQWDOWRWKHSUDFWLFHRIWKH
SHUVRQ¶VSURIHVVLRQ LY DEURNHUGHDOHUZKRVHSHUIRUPDQFHRILQYHVWPHQWDGYLVRU\VHUYLFHVLVVROHO\LQFLGHQWDOWRWKHFRQGXFWRIEXVLQHVVDVDEURNHU
GHDOHUDQGZKRUHFHLYHVQRVSHFLDOFRPSHQVDWLRQIRUWKHLQYHVWPHQWDGYLVRU\VHUYLFHV Y DSXEOLVKHUHPSOR\HHRUFROXPQLVWRIDQHZVSDSHUQHZV
PDJD]LQHRUEXVLQHVVRUILQDQFLDOSXEOLFDWLRQRUDQRZQHURSHUDWRUSURGXFHURUHPSOR\HHRIDFDEOHUDGLRRUWHOHYLVLRQQHWZRUNVWDWLRQRU
SURGXFWLRQIDFLOLW\LILQHLWKHUFDVHWKHILQDQFLDORUEXVLQHVVQHZVSXEOLVKHGRUGLVVHPLQDWHGLVPDGHDYDLODEOHWRWKHJHQHUDOSXEOLFDQGWKHFRQWHQW
GRHVQRWFRQVLVWRIUHQGHULQJDGYLFHRQWKHEDVLVRIWKHVSHFLILFLQYHVWPHQWVLWXDWLRQRIHDFKFOLHQW YL DSHUVRQZKRVHDGYLFHDQDO\VHVRUUHSRUWV
UHODWHRQO\WRVHFXULWLHVH[HPSWXQGHUSDUDJUDSK  RI6HFWLRQ E DQG YLL DQ\RWKHUSHUVRQWKH>$GPLQLVWUDWRU@E\UXOHRURUGHUGHVLJQDWHV´

RWKHUSHUVRQWKDWLVH[FOXGHGE\WKH,QYHVWPHQW$GYLVHUV$FWRIIURPWKHGHILQLWLRQRILQYHVWPHQWDGYLVHURU + DQ\RWKHUSHUVRQH[FOXGHGE\
UXOHDGRSWHGRURUGHULVVXHGXQGHUWKLV>$FW@´
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$.6WDW
 

$=5HY6WDW$QQ
  



$ODVND

$UL]RQD





([FHSWLRQVGHYLDWLRQVIURPDOO
PRGHOVLQFOXGLQJH[FHSWLRQIRUFHUWDLQ
LQVXUHUVRUSURGXFHUV

'HILQLWLRQ

([FHSWLRQVVLPLODUWRZLWK
DGGLWLRQDOH[HPSWLRQ

'HILQLWLRQVLPLODUWRZLWK
DGGLWLRQRISHUVRQZKRHQJDJHVLQ
EXVLQHVVRIPDQDJLQJDQLQYHVWPHQW
RUWUDGLQJDFFRXQWLQVHFXULWLHVIRU
RWKHUSHUVRQV



([FHSWLRQVRUVLPLODUSOXV
LQVXUHUHPSOR\HHRUDJHQWHQJDJHG
H[FOXVLYHO\LQVDOHRUGLVWULEXWLRQRI
LQVXUDQFHSURGXFWV





'HILQLWLRQ

Uniform Securities Act Version

$/&RGH  

Citation



$ODEDPD

State

Investment Advisers Definition & Exceptions

$=$GPLQ&RGH5
'  

$=5HY6WDW$QQ
% 

$.6WDW E 

$/$GPLQ&RGH


$/&RGH

Citation

$QLQVXUHURUSURGXFHUVKDOOQRWXVHWHUPVVXFKDV
ILQDQFLDOSODQQHULQYHVWPHQWDGYLVHUILQDQFLDO
FRQVXOWDQWRUILQDQFLDOFRXQVHOLQJWRLPSO\WKDWWKH
LQVXUDQFHSURGXFHULVJHQHUDOO\HQJDJHGLQDQ
DGYLVRU\EXVLQHVVLQZKLFKFRPSHQVDWLRQLVXQUHODWHG
WRVDOHVXQOHVVWKDWLVWUXH

,QVXUHUDQGLQVXUDQFHSURGXFHUPD\FKDUJHDQG
UHFHLYHDIHHIRUVHUYLFHVQRWFXVWRPDULO\SURYLGHGLQ
WKHWUDQVDFWLRQRILQVXUDQFHLIWKHIHHLVILOHGZLWKWKH
GLUHFWRUDQGFHUWDLQFRQGLWLRQVH[LVWLQFOXGLQJZULWWHQ
GLVFORVXUH

&RPPLVVLRQIRUWKHVDOHRIDQLQVXUDQFHSURGXFWLQ
DGGLWLRQWRDIHHIRUILQDQFLDOSODQQLQJLVQRW
SHUPLVVLEOHZLWKRXWIXOOGLVFORVXUHWRWKHFOLHQWEHIRUH
WKHH[HFXWLRQRIUHTXLUHGZULWWHQDJUHHPHQW

$QLQVXUDQFHSURGXFHUVKDOOQRWXVHWHUPVVXFKDV
ILQDQFLDOSODQQHULQYHVWPHQWDGYLVHUILQDQFLDO
FRQVXOWDQWRUILQDQFLDOFRXQVHOLQJLQVXFKDZD\DVWR
LPSO\WKDWKHRUVKHLVSULPDULO\HQJDJHGLQDQ
DGYLVRU\EXVLQHVVLQZKLFKFRPSHQVDWLRQLVXQUHODWHG
WRVDOHVXQOHVVWKDWLVDFWXDOO\WKHFDVH3URYLVLRQ
GRHVQRWSHUPLWSHUVRQVWRFKDUJHDQDGGLWLRQDOIHH
IRUVHUYLFHVWKDWDUHFXVWRPDULO\DVVRFLDWHGZLWKWKH
VROLFLWDWLRQQHJRWLDWLRQRUVHUYLFLQJRISROLFLHV

1RSHUVRQVKDOOZLOOIXOO\FROOHFWDVSUHPLXPRUFKDUJH
IRULQVXUDQFHDQ\VXPLQH[FHVVRIWKHSUHPLXPRU
FKDUJHDSSOLFDEOHWRWKHLQVXUDQFHDQGDVVSHFLILHGLQ
WKHSROLF\LQDFFRUGDQFHZLWKWKHDSSOLFDEOH
FODVVLILFDWLRQVDQGUDWHVDVILOHGZLWKDQGDSSURYHG
E\WKHFRPPLVVLRQHURULQFDVHVZKHUH
FODVVLILFDWLRQVSUHPLXPVRUUDWHVDUHQRWUHTXLUHGE\
WKLVWLWOHWREHVRILOHGDQGDSSURYHGWKHSUHPLXPV
DQGFKDUJHVVKDOOQRWEHLQH[FHVVRIWKRVHVSHFLILHG
LQWKHSROLF\DQGDVIL[HGE\WKHLQVXUHU

Comments

Restrictions on Consulting Fees and Insurance Commissions
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&$&RUS&RGH
'HILQLWLRQ6LPLODUWR
DQG
&$&RUS&RGH ([FHSWLRQVZLWKRXWH[FHSWLRQ
( RI$FW

&25HY6WDW$QQ
  

&DOLIRUQLD

&RORUDGR

([FHSWLRQVZLWKGHYLDWLRQV
LQFOXGLQJDGGLWLRQDOH[FHSWLRQV

'HILQLWLRQ









([FHSWLRQVZLWKRXWH[FHSWLRQ
 RI$FW

'HILQLWLRQ

Uniform Securities Act Version





$5&RGH$QQ
 

Citation



Arkansas

State

Investment Advisers Definition & Exceptions

&2$'&,16

&$,QV&RGH



$5$'&,16&

$5&RGH$QQ
 $ LL 



$5&RGH$QQ
G 

Citation

,QVXUDQFHSURGXFHUVPD\FKDUJHIHHVIRUVHUYLFHV
VXFKDVILQDQFLDOSODQQLQJIRUZKLFKDFRPPLVVLRQLV
QRWUHFHLYHGIURPLQVXUHU)HHVPD\EHFKDUJHG
XQGHUFHUWDLQFLUFXPVWDQFHVLQFOXGLQJDVLJQHG
GLVFORVXUH

,QVXUDQFHDQDO\VWVVKDOOQRWFKDUJHDIHHIRUDQ\
VHUYLFHZKLFKLVFXVWRPDULO\DVVRFLDWHGZLWKWKH
VROLFLWDWLRQRILQVXUDQFHVDOHVRUWKHVHUYLFLQJRI
LQVXUDQFHFRQWUDFWVZULWWHQE\WKHOLFHQVHHRU
FRQWUDFWVIRUZKLFKWKHOLFHQVHHLVUHFHLYLQJ
FRPSHQVDWLRQIURPWKHLQVXUHU$QDO\VWFDQQRW
FKDUJHIHHXQOHVVEDVHGRQZULWWHQDJUHHPHQW)RU
DQDO\VWVDOVROLFHQVHGDVSURGXFHUVZULWWHQVWDWHPHQW
VKDOOLQGLFDWHVRDQGDVVXFKUHFHLYHVFRPPLVVLRQV

3URKLELWVWKHXVHRIWHUPVVXFKDVILQDQFLDOSODQQHU
LQYHVWPHQWDGYLVHUILQDQFLDOFRQVXOWDQWRUILQDQFLDO
FRXQVHORUWRLPSO\WKDWWKHLQVXUDQFHDJHQWLV
SULPDULO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQZKLFK
FRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVDFWXDOO\
WKHFDVHAn insurance producer may not charge
an additional fee for services that are
customarily associated with the solicitation,
negotiation, or servicing of policies.

3URKLELWVDQLQVXUDQFHSURGXFHUIURPHQJDJLQJLQWKH
EXVLQHVVRIILQDQFLDOSODQQLQJZLWKRXWGLVFORVLQJLQ
ZULWLQJWRWKHFOLHQWSULRUWRWKHH[HFXWLRQRID
ZULWWHQDJUHHPHQWRUVROLFLWDWLRQRIWKHVDOHRID
SURGXFWRUVHUYLFHWKDWKHRUVKHLVDOVRDQLQVXUDQFH
VDOHVSHUVRQDQGDFRPPLVVLRQIRUWKHVDOHRIDQ
LQVXUDQFHSURGXFWZLOOEHUHFHLYHGLQDGGLWLRQWRDIHH
IRUILQDQFLDOSODQQLQJLIWKHVDOHLQYROYHVD
FRPPLVVLRQ

$Q\IHHFKDUJHGE\DOLFHQVHGLQVXUDQFHDJHQWRU
SURGXFHUIRUVHUYLFHVZKLFKDUHQRWFXVWRPDULO\
DVVRFLDWHGZLWKWKHVROLFLWDWLRQQHJRWLDWLRQRU
VHUYLFLQJRIDQLQVXUDQFHSROLF\RUFRQWUDFWDUHQRW
SURKLELWHGLIFHUWDLQFRQGLWLRQVH[LVWLQFOXGLQJ
GLVFORVXUHDQGZULWWHQDJUHHPHQW

Comments
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&7*HQ6WDW$QQ
E  





'(&RGH$QQWLW
 D  



'&&RGH$QQ
  

)/6WDW$QQ
 





'HODZDUH



'LVWULFWRI
&ROXPELD

)ORULGD

Citation

&RQQHFWLFXW

State

([FHSWLRQV(OHPHQWVRIDQG
ZLWKDGGLWLRQDOH[FHSWLRQV

'HILQLWLRQVLPLODUWR

([FHSWLRQVZLWKGHYLDWLRQV
LQFOXGLQJDGGLWLRQDOH[FHSWLRQVIRU
LQVXUDQFHSURGXFHUVDQGRWKHUV

'HILQLWLRQVLPLODUWR



([FHSWLRQV6LPLODUWRZLWKRXW
H[FHSWLRQ * RI$FW

'HILQLWLRQ





([FHSWLRQVZLWKGHYLDWLRQV
LQFOXGLQJH[FHSWLRQIRULQVXUHUV

'HILQLWLRQ

Uniform Securities Act Version

Investment Advisers Definition & Exceptions

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

&HUWLILHGFRQVXOWDQWVUHFHLYLQJIHHVIURPSHUVRQ
VHUYHGDUHSURKLELWHGIURPUHFHLYLQJSD\PHQWVIURP
LQVXUHUVRUSURGXFHUVIRUVDOHRILQVXUDQFH1RW
DSSOLFDEOHWRLQVXUDQFHSURGXFHUZKRLVDQDGYLVRU\
UHSUHVHQWDWLYHRIDUHJLVWHUHGLQYHVWPHQWDGYLVHULI
ZULWWHQGLVFORVXUHLVSURYLGHGDQGVLJQHG

3URGXFHUVPD\QRWUHFHLYHFRPSHQVDWLRQRWKHUWKDQ
FRPPLVVLRQVXQOHVVZULWWHQGLVFORVXUHLVSURYLGHGDQG
VLJQHG

Comments

)/6WDW$QQ
 F 

1RQHDSSOLFDEOH

'($GPLQ&RGH
  

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH



7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

'(&RGH$QQWLW %RWKFRQVXOWLQJ SODQQLQJ IHHVDQGLQVXUDQFHVDOHV
H DQG
FRPPLVVLRQVSURKLELWHG
'($GPLQ&RGH
VHF

&7$'&D & 

&7*HQ6WDW$QQ
D



&7*HQ6WDW$QQ
D

Citation
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,'&RGH
 

,GDKR



+,5HY6WDW$QQ
$

*$&RGH$QQ
 

Citation

+DZDLL



*HRUJLD

State


,'$GPLQ&RGH


([FHSWLRQV



,'&RGH  D 

1RQHDSSOLFDEOH



*$&RPS5 5HJV
  

*$&RGH$QQ

Citation

%HIRUHFKDUJLQJDIHHWRDFRQVXPHUDUHWDLO
SURGXFHUVKDOOSURYLGHDZULWWHQVWDWHPHQWWKDW
GHVFULEHVWKHVHUYLFHVWKHSURGXFHUZLOOSHUIRUPDQG
WKHIHHVWKHSURGXFHUZLOOUHFHLYH



7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

1HLWKHUDQLQVXUDQFHSURGXFHUOLFHQVHGDVFRXQVHORU
QRUDQ\DIILOLDWHUHFHLYLQJDQ\FRPSHQVDWLRQIURP
FXVWRPHUVKDOODFFHSWDQ\FRPSHQVDWLRQIURPDQ
LQVXUHURURWKHUWKLUGSDUW\IRUSODFHPHQWRILQVXUDQFH
XQOHVVWKHSURGXFHUKDVSULRUWRWKHFXVWRPHU V
SXUFKDVHRILQVXUDQFHUHFHLYHGGRFXPHQWHG
DFNQRZOHGJHPHQWRIWKHFRPSHQVDWLRQDQGKDV
GLVFORVHGWKHDPRXQWRUPHWKRGIRUGHWHUPLQLQJWKH
DPRXQW$QLQVXUDQFHSURGXFHUZKRLVQRWOLFHQVHG
DVDFRXQVHORUPD\QRWUHFHLYHDQ\FRPSHQVDWLRQ
IURPWKHFXVWRPHUIRUSODFHPHQWRILQVXUDQFH

Comments
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,/&6



,1&RGH$QQ
  



,$&RGH$QQ
 

.66WDW$QQ
D  



,QGLDQD



Iowa

.DQVDV

Citation

,OOLQRLV

State

([FHSWLRQV

'HILQLWLRQ

([FHSWLRQV

'HILQLWLRQ



([FHSWLRQV

'HILQLWLRQ



([FHSWLRQVZLWKGHYLDWLRQV

'HILQLWLRQ

Uniform Securities Act Version

Investment Advisers Definition & Exceptions

1RQHDSSOLFDEOH

IA Admin. Code
191-10.14  

,'$GPLQ&RGH
& 

,'&RGH$QQ
 F 

,'&RGH$QQ


,/$GPLQ&RGHWLW
 F 

,/&6 H 

Citation



An insurer or a producer may not charge an
additional fee for services that are customarily
associated with the sale, solicitation,
negotiation and servicing of an insurance policy.

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

,QVXUDQFHSURGXFHUPD\QRWUHFHLYHFRPSHQVDWLRQIRU
WKHVDOHVROLFLWDWLRQQHJRWLDWLRQRUUHQHZDORIDQ\
LQVXUDQFHSROLF\LVVXHGWRDQ\SHUVRQRUHQWLW\IRU
ZKRPWKHLQVXUDQFHSURGXFHUIRUDIHHDFWVDVD
FRQVXOWDQWIRUWKDWSROLF\ZLWKRXWZULWWHQDJUHHPHQW
DQGGLVFORVXUHRIFRPSHQVDWLRQIRUVDOHRISROLF\

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

,QVXUDQFHSURGXFHURUEXVLQHVVHQWLW\PD\FKDUJH
IHHVVHSDUDWHIURPLQVXUDQFHFRPPLVVLRQVXQGHU
FHUWDLQFRQGLWLRQVLQFOXGLQJSURYLGLQJZULWWHQ
GLVFORVXUHRIIHHSULRUWRGHOLYHU\RISROLF\,I
FRPELQHGFRPSHQVDWLRQRUIHHH[FHHGVRID
GLUHFWO\DWWULEXWDEOHSUHPLXPDPRXQWRID
FRUUHVSRQGLQJFRQWUDFWRUSROLF\WKHGLVFORVXUHPXVW
DOVRLQFOXGHWKHVLJQDWXUHRIWKHFRQVXPHURU
FRQWUDFWLQJSDUW\DFNQRZOHGJLQJWKHFRPSHQVDWLRQ

Comments
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.<5HY6WDW$QQ
  



/$5HY6WDW$QQ
  



/RXLVLDQD

Citation

Kentucky

State

([FHSWLRQV

'HILQLWLRQ



([FHSWLRQVZLWKGHYLDWLRQVDQG
HOHPHQWVRI

'HILQLWLRQ

Uniform Securities Act Version
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/$5HY6WDW$QQ
  

806 KY Admin. Regs.
12:170 (2)(a)



.<5HY6WDW$QQ


Citation

,QVXUDQFHSURGXFHUVKDOOQRWHQJDJHLQWKHEXVLQHVV
RIILQDQFLDOSODQQLQJZLWKRXWGLVFORVLQJSULRUWRWKH
H[HFXWLRQRIDQDJUHHPHQWRUVROLFLWDWLRQRIWKHVDOH
RIDSURGXFWRUVHUYLFHWKDWKHLVDOVRDQLQVXUDQFH
VDOHVSHUVRQDQGWKDWDFRPPLVVLRQIRUWKHVDOHRIDQ
LQVXUDQFHSURGXFWZLOOEHUHFHLYHGLQDGGLWLRQWRDIHH
IRUILQDQFLDOSODQQLQJLIVXFKLVWKHFDVH3URGXFHU
VKDOOQRWFKDUJHIHHVRWKHUWKDQFRPPLVVLRQVIRU
ILQDQFLDOSODQQLQJXQOHVVVXFKIHHVDUHEDVHGXSRQD
ZULWWHQDJUHHPHQWVLJQHGE\WKHSDUW\WREHFKDUJHG
LQDGYDQFHRIWKHSHUIRUPDQFHRIWKHVHUYLFHVXQGHU
WKHDJUHHPHQW

An insurance producer shall not use a title or
designation including financial planner,
investment advisor, financial consultant, or
financial counseling to imply that the insurance
producer is engaged in an advisory or
consulting business in which compensation is
unrelated to sales. A person shall not charge an
additional fee for services customarily
associated with the solicitation, negotiation, or
servicing of policies.

&RQVXOWDQWOLFHQVHGDVDQDJHQWFDQQRWUHFHLYHERWKD
IHHDQGRWKHUFRPSHQVDWLRQSDLGIURPDQLQVXUHGRU
DQ\LQVXUHUZLWKUHVSHFWWRDQ\LQVXUDQFHRUDQQXLW\
FRQWUDFWSURFXUHGUHQHZHGFRQWLQXHGPRGLILHG
WHUPLQDWHGRURWKHUZLVHGLVSRVHGRIDVUHVXOWRIDQ\
UHFRPPHQGDWLRQJLYHQRUWUDQVDFWLRQHQJDJHGLQE\
OLFHQVHH,IFRQVXOWDQWUHFHLYHVIHHIURPLQVXUHGZLWK
UHVSHFWWRLQVXUDQFHWUDQVDFWLRQRUFRQWUDFWLW¶V
SUHVXPHGWKDWOLFHQVHHZDVDFWLQJDVDFRQVXOWDQW
3ULRUZULWWHQFRQWUDFWVDUHUHTXLUHGZKHQFRQVXOWDQWV
UHFHLYHIHHVIURPLQVXUHGVLQFHUWDLQFLUFXPVWDQFHV

Comments
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0(5HY6WDW$QQ
WLW  



0'&RGH&RUSRUDWLRQV
DQG$VVRFLDWLRQV
 K 





0DU\ODQG



Citation

0DLQH

State



([FHSWLRQVZLWKGHYLDWLRQV
LQFOXGLQJH[FHSWLRQIRULQVXUDQFH
SURGXFHU

'HILQLWLRQVLPLODUWR



([FHSWLRQV

'HILQLWLRQ

Uniform Securities Act Version

Investment Advisers Definition & Exceptions



$QLQVXUDQFHDGYLVHUOLFHQVHGRHVQRWDXWKRUL]HWKH
OLFHQVHHWRUHFHLYHFRPSHQVDWLRQIURPDQLQVXUHURU
LQVXUDQFHSURGXFHUIRUWKHVDOHRUSODFHPHQWRI
LQVXUDQFH

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
SURGXFHULVSULPDULO\HQJDJHGLQDQDGYLVRU\EXVLQHVV
LQZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVV
VXFKLVDFWXDOO\WKHFDVH

/LIHDQGKHDOWKFRQVXOWDQWPD\FKDUJHDFRQVXOWLQJ
IHHDQGUHFHLYHFRPPLVVLRQVIRUWKHVDOHRILQVXUDQFH
DVDQLQVXUDQFHSURGXFHULIERWKWKHFRQVXOWLQJIHH
DQGWKHLQVXUDQFHFRPPLVVLRQVDUHSURYLGHGIRULQD
ZULWWHQDJUHHPHQWLQDIRUPDSSURYHGE\WKH
VXSHULQWHQGHQWVLJQHGE\WKHFOLHQWDQGWKH
FRQVXOWDQW

Comments

$QLQVXUDQFHSURGXFHUPD\QRWFKDUJHDQDGGLWLRQDO
IHHIRUVHUYLFHVWKDWDUHFXVWRPDULO\DVVRFLDWHGZLWK
WKHVROLFLWDWLRQQHJRWLDWLRQRUVHUYLFLQJRISROLFLHV

0'5HJV&RGH 7KHWHUPVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
(  ) DQG , 
ILQDQFLDOFRQVXOWDQWILQDQFLDODQDO\VWILQDQFLDO
FRXQVHOORUDQGRWKHUVLPLODUWHUPVPD\QRWEHXVHG
E\WKHSURGXFHULQWKHQDPHRIWKHSURGXFHU V
DJHQF\LQOHWWHUKHDGVORJRVRULQDGYHUWLVLQJRU
VROLFLWDWLRQPDWHULDORULQDQ\VDOHVSUHVHQWDWLRQ
VROLFLWLQJLQVXUDQFHLQVXFKDZD\WRLPSO\WKDWWKH
DJHQW VFRPSHQVDWLRQLVXQUHODWHGWRLQVXUDQFHVDOHV
XQOHVVWKLVLVDFWXDOO\WKHFDVH7KLVSURYLVLRQGRHV
QRWSUHFOXGHLQGLYLGXDOVZKRKROGDIRUPDOUHFRJQL]HG
ILQDQFLDOSODQQLQJRUFRQVXOWDQWGHVLJQDWLRQIURP
XVLQJWKLVGHVLJQDWLRQHYHQZKHQWKH\DUHVHOOLQJ
LQVXUDQFH

0'&RGH$QQ,QVXUDQFH


&RGH0H5
&K & 

0(5HY6WDW$QQ
WLWD

Citation
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06&RGH$QQ
  

02$QQ6WDW
  



0LVVRXUL





016WDW$QQ$
 



0LVVLVVLSSL

0LQQHVRWD

0,&RPS/DZV$QQ
D H 

0LFKLJDQ



0$*HQ/DZV$QQ
FK$ P 

Citation

0DVVDFKXVHWWV

State



([FHSWLRQV

'HILQLWLRQ

([FHSWLRQV

'HILQLWLRQ

([FHSWLRQV

'HILQLWLRQ

([FHSWLRQVZLWKDGGLWLRQDO
H[FHSWLRQ

'HILQLWLRQ

([FHSWLRQVHOHPHQWVRIDQG


'HILQLWLRQ

Uniform Securities Act Version
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02$QQ6WDW   7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

02$QQ6WDW   1RLQVXUDQFHSURGXFHUVKDOOKDYHULJKWWR
FRPSHQVDWLRQRWKHUWKDQFRPPLVVLRQVXQOHVVWKH
ULJKWWRFRPSHQVDWLRQLVEDVHGXSRQDZULWWHQ
DJUHHPHQWEHWZHHQWKHLQVXUDQFHSURGXFHUDQGWKH
LQVXUHGVSHFLI\LQJRUFOHDUO\GHILQLQJWKHDPRXQWRU
H[WHQWRIWKHFRPSHQVDWLRQ

1RQHDSSOLFDEOH

016WDW$QQ.
6XEG 

,QVXUDQFHSURGXFHUVVKDOOQRWFKDUJHDIHHIRUDQ\
VHUYLFHVUHQGHUHGLQFRQQHFWLRQZLWKWKHVROLFLWDWLRQ
QHJRWLDWLRQRUVHUYLFLQJRIDQ\LQVXUDQFHFRQWUDFW
XQOHVVEHIRUHUHQGHULQJWKHVHUYLFHVDZULWWHQ
VWDWHPHQWLVSURYLGHGZLWKFHUWDLQGLVFORVXUHV

&RXQVHORUPD\UHFHLYHDFRPPLVVLRQIURPWKHLQVXUHU
RQDQ\LQVXUDQFHSODFHGE\WKHFRXQVHORUDFWLQJDV
LQVXUDQFHDJHQWLIZULWWHQDJUHHPHQWZLWKFHUWDLQ
GLVFORVXUHVLVVLJQHGE\FOLHQWDQGFRXQVHORULQ
DGYDQFHRIUHQGHULQJVHUYLFH

0,&RPS/DZV$QQ



7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
SURGXFHULVSULPDULO\HQJDJHGLQDQDGYLVRU\EXVLQHVV
LQZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVV
VXFKLVDFWXDOO\WKHFDVH7KLVSURYLVLRQGRHVQRW
SHUPLWSHUVRQVWRFKDUJHDQDGGLWLRQDOIHHIRU
VHUYLFHVWKDWDUHFXVWRPDULO\DVVRFLDWHGZLWKWKH
VROLFLWDWLRQQHJRWLDWLRQRUVHUYLFLQJRISROLFLHV

Comments

&05  
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07&RGH$QQ
  



1(5HY6WDW$QQ
  





Nebraska



Citation

0RQWDQD

State



([FHSWLRQVVLPLODUWRZLWK
HOHPHQWVRIDQGDGGLWLRQDO
H[FHSWLRQ

'HILQLWLRQ



([FHSWLRQVHOHPHQWVRIDQG
ZLWKH[FHSWLRQIRULQVXUDQFH
FRPSDQ\

'HILQLWLRQ
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1($'&&K




1(5HY6WDW$QQ


07$GPLQ5  

07&RGH$QQ

Citation

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVHAn insurance producer may
not charge an additional fee for services that
are customarily associated with the solicitation,
negotiation, or servicing of policies.

,QVXUDQFHFRQVXOWDQWPD\QRWUHFHLYHDQ\SDUWRIDQ\
FRPPLVVLRQRUFRPSHQVDWLRQSDLGE\DQLQVXUHURU
DJHQWLQFRQQHFWLRQZLWKWKHVDOHRUZULWLQJRIDQ\
LQVXUDQFHZKLFKLVZLWKLQWKHVXEMHFWPDWWHURIDQ\
FRQVXOWLQJVHUYLFHSHUIRUPHGSULRUWRWKHVDOHRI
LQVXUDQFHDQGIRUZKLFKFRQVXOWDQWKDVFRQWUDFWHGWR
UHFHLYHDIHH

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

/LFHQVHGLQVXUDQFHFRQVXOWDQWPD\QRWUHFHLYHD
FRPPLVVLRQVHUYLFHIHHEURNHUDJHIHHRURWKHU
YDOXDEOHFRQVLGHUDWLRQIRUWKHVDOHRUVHUYLFHRIDOLQH
RILQVXUDQFHDQQXLW\VHFXULW\RUSHQVLRQWUXVWLIWKH
FRQVXOWDQWKDVUHFHLYHGFRPSHQVDWLRQIURPWKHFOLHQW
IRUFRQVXOWLQJVHUYLFHVRQWKHVDPHOLQHRILQVXUDQFH
DQQXLW\VHFXULW\RUSHQVLRQWUXVWVROGRUVHUYLFHG
ZLWKLQWKHSUHFHGLQJPRQWKV

Comments
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1+5HY6WDW$QQ
% ,; 





1HZ
+DPSVKLUH



Citation

1HYDGD

State



([FHSWLRQV(OHPHQWVRIDQG
ZLWKH[FHSWLRQIRUSHUVRQ
WUDQVDFWLQJLQVXUDQFH

'HILQLWLRQ



([FHSWLRQV

'HILQLWLRQ

Uniform Securities Act Version

Investment Advisers Definition & Exceptions

1+&RGH$GPLQ5,QV
 F 

1+5HY6WDW$QQ
I

19$GPLQ&RGH$
 

19$GPLQ&RGH$
 

Citation

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

,QVXUDQFHFRQVXOWDQWVKDOOSURYLGHWRSURVSHFWLYH
FOLHQWVDZULWWHQGLVFORVXUHVWDWHPHQWZLWKFHUWDLQ
LQIRUPDWLRQLQFOXGLQJZKHWKHUWKHUHDUHDQ\VDOHV
IHHVDQGFRPPLVVLRQVZKLFKWKHLQVXUDQFHFRQVXOWDQW
PD\UHFHLYHIRUUHFRPPHQGLQJSDUWLFXODULQVXUDQFH
SURGXFWVWRFOLHQWV

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJPD\QRW
EHXVHGLQDZD\ZKLFKLPSOLHVWKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVWKDW
LVDFWXDOO\WKHFDVH

)LQDQFLDOSODQQHUOLIHRUKHDOWKLQVXUDQFHDJHQWRU
EURNHURULQVXUDQFHFRQVXOWDQWVKDOOQRWFKDUJHDIHH
H[FHSWZLWKUHVSHFWWRJURXSOLIHRUJURXSDQQXLW\
DQGJURXSKHDOWKSURGXFWV

Comments
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1-6WDW$QQ
J 









Citation

1HZ-HUVH\

State





([FHSWLRQVHOHPHQWVRIDQG
ZLWKGHYLDWLRQV

'HILQLWLRQ

Uniform Securities Act Version

Investment Advisers Definition & Exceptions

1RLQVXUDQFHSURGXFHUPD\FKDUJHDVHUYLFHIHHIRU
VHUYLFHVUHQGHUHGLQWKHVDOHRUVHUYLFHRIOLIHRU
KHDOWKLQVXUDQFH

$Q\LQVXUDQFHSURGXFHUFKDUJLQJDIHHWRDQLQVXUHG
RUSURVSHFWLYHLQVXUHGVKDOOILUVWREWDLQDZULWWHQ
VLJQHGDJUHHPHQWFRQWDLQLQJFHUWDLQLQIRUPDWLRQ
LQFOXGLQJDVWDWHPHQWDVZKHWKHUDFRPPLVVLRQZLOO
EHUHFHLYHGIURPWKHSXUFKDVHRILQVXUDQFH

Comments

1-$GPLQ&RGH $QLQVXUDQFHSURGXFHUVKDOOQRWXVHWHUPVVXFKDV
F 
ILQDQFLDOSODQQHULQYHVWPHQWDGYLVHUILQDQFLDO
FRQVXOWDQWRUILQDQFLDOFRXQVHOLQJLQVXFKDZD\DVWR
LPSO\WKDWKHRUVKHLVSULPDULO\HQJDJHGLQDQ
DGYLVRU\EXVLQHVVLQZKLFKFRPSHQVDWLRQLVXQUHODWHG
WRVDOHVXQOHVVWKDWLVDFWXDOO\WKHFDVH'RHVQRW
SUHFOXGHSHUVRQVZKRKROGVRPHIRUPRIIRUPDO
UHFRJQL]HGILQDQFLDOSODQQLQJRUFRQVXOWDQW
GHVLJQDWLRQIURPXVLQJGHVLJQDWLRQHYHQZKHQWKH\
DUHRQO\VHOOLQJLQVXUDQFH'RHVQRWSUHFOXGHSHUVRQV
ZKRDUHPHPEHUVRIDUHFRJQL]HGWUDGHRU
SURIHVVLRQDODVVRFLDWLRQDQGKDYLQJVXFKWHUPVDV
SDUWRILWVQDPHIURPFLWLQJPHPEHUVKLSSURYLGLQJ
WKDWDSHUVRQFLWLQJPHPEHUVKLSLIDXWKRUL]HGRQO\WR
VHOOLQVXUDQFHSURGXFWVVKDOOGLVFORVHWKDWIDFW'RHV
QRWSHUPLWSHUVRQVWRFKDUJHDQDGGLWLRQDOIHHIRU
VHUYLFHVWKDWDUHFXVWRPDULO\DVVRFLDWHGZLWKWKH
VROLFLWDWLRQQHJRWLDWLRQRUVHUYLFLQJRISROLFLHV

1-$GPLQ&RGH
% F 



1-$GPLQ&RGH
%

Citation
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'HILQLWLRQ
([FHSWLRQVHOHPHQWVRIDQG
ZLWKDGGLWLRQDOH[FHSWLRQ

1HZ<RUN

1<*HQ%XVHHH
 D 





([FHSWLRQVVLPLODUWR

'HILQLWLRQ

Uniform Securities Act Version





106WDW$QQ
F 3 

Citation



New Mexico

State

Investment Advisers Definition & Exceptions



1<,QV D  DQG
E  

NM Bulletin 2014-015

10$GPLQ&RGH
 & 

106WDW$QQ$$

Citation

1RLQVXUDQFHDJHQWEURNHURUDFRQVXOWDQWPD\
UHFHLYHDQ\FRPSHQVDWLRQDVDUHVXOWRIWKHVDOHRI
LQVXUDQFHRUDQQXLWLHVWRRUWKHXVHRIVHFXULWLHVRU
WUXVWVLQFRQQHFWLRQZLWKSHQVLRQVIRUDQ\SHUVRQWR
ZKRPDQ\VXFKOLFHQVHHKDVSHUIRUPHGDQ\UHODWHG
FRQVXOWLQJVHUYLFHIRUZKLFKKHKDVUHFHLYHGDIHHRU
FRQWUDFWHGWRUHFHLYHDIHHZLWKLQWKHSUHFHGLQJ
WZHOYHPRQWKVXQOHVVVXFKFRPSHQVDWLRQLVSURYLGHG
IRULQWKHPHPRUDQGXPRUFRQWUDFWUHTXLUHG

1RLQVXUDQFHDJHQWEURNHURUFRQVXOWDQWPD\UHFHLYH
DQ\IHHFRPPLVVLRQRUWKLQJRIYDOXHIRUH[DPLQLQJ
DSSUDLVLQJUHYLHZLQJRUHYDOXDWLQJDQ\LQVXUDQFH
SROLF\ERQGDQQXLW\RUSHQVLRQRUSURILWVKDULQJ
FRQWUDFWSODQRUSURJUDPRUIRUPDNLQJ
UHFRPPHQGDWLRQVRUJLYLQJDGYLFHZLWKUHJDUGWRDQ\
RIWKHDERYHXQOHVVVXFKFRPSHQVDWLRQLVEDVHG
XSRQDZULWWHQPHPRUDQGXPVLJQHGE\WKHSDUW\WR
EHFKDUJHGDQGVSHFLI\LQJRUFOHDUO\GHILQLQJWKH
DPRXQWRUH[WHQWRIVXFKFRPSHQVDWLRQ

Reminds persons that the Insurance Code
prohibits any persons from performing
consulting services in New Mexico unless
licensed under the Code.

$QLQVXUDQFHDJHQWEURNHURUSURGXFHUVKDOOQRWXVH
WHUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJLQVXFKD
ZD\DVWRLPSO\WKDWKHRUVKHLVSULPDULO\HQJDJHGLQ
DQDGYLVRU\EXVLQHVVLQZKLFKFRPSHQVDWLRQLV
XQUHODWHGWRVDOHVXQOHVVVXFKLVDFWXDOO\WKHFDVH
3URYLVLRQGRHVQRWSHUPLWSHUVRQVWRFKDUJHDQ
DGGLWLRQDOIHHIRUVHUYLFHVWKDWDUHFXVWRPDULO\
DVVRFLDWHGZLWKVROLFLWDWLRQQHJRWLDWLRQRUVHUYLFLQJRI
SROLFLHV

1RLQVXUDQFHFRQVXOWDQWVHUYLQJDQ\SHUVRQILUP
DVVRFLDWLRQRUJDQL]DWLRQRUFRUSRUDWLRQQRWHQJDJHG
LQWKHLQVXUDQFHEXVLQHVVIRUFRPSHQVDWLRQSDLGE\
WKHSHUVRQVHUYHGVKDOOUHFHLYHDQ\SDUWRIDQ\
FRPPLVVLRQRUFRPSHQVDWLRQSDLGE\DQ\LQVXUHURU
DJHQWLQFRQQHFWLRQZLWKWKHVDOHRIDQ\LQVXUDQFH
ZKLFKLVZLWKLQWKHVXEMHFWPDWWHURIDQ\VXFK
VHUYLFH

Comments
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1'&HQW&RGH
  



2+5HY&RGH$QQ
 ; 

2.6WDW$QQ 'HILQLWLRQ
 
([FHSWLRQVZLWKRXW ( DQG * 
H[FHSWLRQVRI$FW

1RUWK'DNRWD



2KLR

2NODKRPD

([FHSWLRQVHOHPHQWVRIZLWK
DGGLWLRQDOH[FHSWLRQV

'HILQLWLRQ



([FHSWLRQVVLPLODUWR

'HILQLWLRQ

([FHSWLRQVHOHPHQWVRIZLWK
GHYLDWLRQVLQFOXGLQJDGGLWLRQDO
H[FHSWLRQV

'HILQLWLRQ

Uniform Securities Act Version

1&*HQ6WDW&
 

Citation

1RUWK
&DUROLQD

State

Investment Advisers Definition & Exceptions



2.6WDW$QQ
, 

2+$GPLQ&RGH
 *  

1'$GPLQ&RGH
  

1'$GPLQ&RGH


1&*HQ6WDW
F 

Citation

$OLFHQVHGLQVXUDQFHSURGXFHUZKRDFWVDVRUKROGV
KLPVHOIRUKHUVHOIRXWWREHDQLQVXUDQFHFRQVXOWDQW
SXUVXDQWWRWKHH[HPSWLRQIURPOLFHQVLQJDVD
FRQVXOWDQWVKDOOQRQHWKHOHVVEHVXEMHFWWRWKH
SURYLVLRQVRIVXEVHFWLRQV&DQG++RZHYHUQRWKLQJ
VKDOOSURKLELWWKHRIIVHWRIWKHIHHSD\DEOHSXUVXDQWWR
WKHSURYLVLRQVRIVXEVHFWLRQ&E\FRPSHQVDWLRQ
RWKHUZLVHSD\DEOHWRWKHLQVXUDQFHSURGXFHUIRU
DFWLQJDVDQLQVXUDQFHSURGXFHU

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVSULPDULO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

$OWKRXJKOLFHQVHGLQVXUDQFHSURGXFHUVDUHH[HPSW
IURPOLFHQVLQJDVFRQVXOWDQWVDQGDUHVSHFLILFDOO\
SURKLELWHGIURPFRQFXUUHQWO\KROGLQJDFRQVXOWDQW V
OLFHQVHWKH\PD\SHUIRUPFRQVXOWLQJVHUYLFHVLQWKH
RUGLQDU\FRXUVHRIWKHLUEXVLQHVVHV+RZHYHULI
OLFHQVHGLQVXUDQFHSURGXFHUVFKDUJHDIHHRUUHFHLYH
DQ\W\SHRIUHPXQHUDWLRQIRUUHQGHULQJVXFK
FRQVXOWLQJVHUYLFHWKH\VKDOOFRPSO\ZLWKWKH
SURYLVLRQVDQGUHTXLUHPHQWVRIDFRQVXOWDQW V
DJUHHPHQWVHWIRUWKLQ
1'$GPLQ&RGH

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

Comments
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255HY6WDW
 







3$&RQV6WDW$QQ
 M 







3HQQV\OYDQLD

Citation

2UHJRQ

State

([FHSWLRQVHOHPHQWVRIDOO$FWV

'HILQLWLRQ







([FHSWLRQVHOHPHQWVRIDQG


'HILQLWLRQGHYLDWHVIURPDOO$FWV

Uniform Securities Act Version

Investment Advisers Definition & Exceptions

3$&RQV6WDW$QQ


25$GPLQ5
  

25$GPLQ5

25$GPLQ5


255HY6WDW

Citation

3URGXFHUVVKDOOQRWHQJDJHLQEXVLQHVVRIILQDQFLDO
SODQQLQJZLWKRXWFHUWDLQGLVFORVXUHVLQFOXGLQJLI
DSSURSULDWHWKDWDFRPPLVVLRQIRUVDOHRILQVXUDQFH
ZLOOEHUHFHLYHGIURPLQVXUHUDSDUWIURPILQDQFLDO
SODQQLQJIHH:ULWWHQDQGVLJQHGDJUHHPHQWLV
UHTXLUHG

3URGXFHUVKROGLQJILQDQFLDOSODQQLQJRUFRQVXOWDQW
GHVLJQDWLRQPD\QRWFKDUJHDGGLWLRQDOIHHIRUVHUYLFHV
WKDWDUHFXVWRPDULO\DVVRFLDWHGZLWKVROLFLWDWLRQ
QHJRWLDWLRQRUVHUYLFLQJRISROLFLHV

6XFKWHUPVDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
SURGXFHULVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVV
LQZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVV
VXFKLVDFWXDOO\WKHFDVH

1HLWKHULQVXUDQFHSURGXFHUQRUFRQVXOWDQWPD\DFFHSW
DQ\FRPSHQVDWLRQIURPDQLQVXUHURURWKHUWKLUG
SDUW\IRUVHUYLFHVSURYLGHGWRWKHSURVSHFWLYHLQVXUHG
LQDGGLWLRQWRWKHFRPSHQVDWLRQSDLGE\WKH
SURVSHFWLYHLQVXUHGXQOHVVWKHLQVXUDQFHSURGXFHURU
FRQVXOWDQWSULRUWRWKHWUDQVDFWLRQKDVUHFHLYHG
GRFXPHQWHGDFNQRZOHGJHPHQWRIWKHFRPSHQVDWLRQ
DQGKDVSURYLGHGFHUWDLQGLVFORVXUHV

:KHQDQLQVXUDQFHSURGXFHURUDIILOLDWHUHFHLYHVDQ\
FRPSHQVDWLRQIURPDSURVSHFWLYHLQVXUHGIRU
WUDQVDFWLQJLQVXUDQFHQHLWKHUWKHLQVXUDQFHSURGXFHU
QRUWKHDIILOLDWHPD\DFFHSWDQ\FRPSHQVDWLRQIURP
DQLQVXUHURURWKHUWKLUGSDUW\IRUWKHSODFHPHQWRI
LQVXUDQFHXQOHVVWKHLQVXUDQFHSURGXFHUSULRUWRWKH
SURVSHFWLYHLQVXUHG VSXUFKDVHRILQVXUDQFHKDV
UHFHLYHGGRFXPHQWHGDFNQRZOHGJHPHQWRIWKH
FRPSHQVDWLRQDQGKDVSURYLGHGFHUWDLQGLVFORVXUHV

,QFHUWDLQFLUFXPVWDQFHVDQLQVXUHURULQVXUDQFH
SURGXFHUPD\FKDUJHDFRPPLVVLRQRUVHUYLFHIHH
RQO\LIWKHLQVXUHURULQVXUDQFHSURGXFHUKDVDZULWWHQ
DJUHHPHQWZLWKWKHSURVSHFWLYHLQVXUHGSULRUWRWKH
ELQGLQJRULVVXDQFHRIDQLQVXUDQFHSROLF\

Comments
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6&&RGH$QQ
  





South
Carolina
([FHSWLRQV

'HILQLWLRQ





5,*HQ/DZV 'HILQLWLRQ
 
([FHSWLRQVHOHPHQWVRIDOO

5KRGH,VODQG



Uniform Securities Act Version

1RQHDSSOLFDEOH

Citation

3XHUWR5LFR

State

Investment Advisers Definition & Exceptions

6&&RGHRI5HJXODWLRQV
5 *  

5,%XOOHWLQ
$PHQGHG 

5,$'& & 



5,*HQ/DZV

35677VJ  

Citation

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
SURGXFHULVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVV
LQZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVV
VXFKLVDFWXDOO\WKHFDVHPersons are not
permitted to charge an additional fee for
services that are customarily associated with
the solicitation, negotiation or servicing of
policies.

3URGXFHUVZKRUHFHLYHFRPSHQVDWLRQIURPWKH
LQVXUHGPD\QRWDFFHSWDQ\IRUPRIFRPSHQVDWLRQ
IURPWKHLQVXUHUXQOHVVWKHSURGXFHUSURYLGHVD
GHVFULSWLRQRIWKHPHWKRGVDQGIDFWRUVXWLOL]HGIRU
FDOFXODWLQJFRPSHQVDWLRQIURPWKHLQVXUHURURWKHU
WKLUGSDUW\DQGWKHSURGXFHUREWDLQVWKHLQVXUHG V
GRFXPHQWHGDFNQRZOHGJHPHQWWKDWVXFK
FRPSHQVDWLRQZLOOEHUHFHLYHG

,QVXUDQFHSURGXFHUVKDOOQRWXVHWHUPVVXFKDV
ILQDQFLDOSODQQHULQYHVWPHQWDGYLVHUILQDQFLDO
FRQVXOWDQWRUILQDQFLDOFRXQVHOLQJLQVXFKDZD\DVWR
LPSO\WKDWWKHLQVXUDQFHDJHQWLVSULPDULO\HQJDJHGLQ
DQDGYLVRU\EXVLQHVVLQZKLFKFRPSHQVDWLRQLV
XQUHODWHGWRVDOHVXQOHVVVXFKLVDFWXDOO\WKHFDVH
3HUVRQVDUHQRWSHUPLWWHGWRFKDUJHDQDGGLWLRQDOIHH
IRUVHUYLFHVWKDWDUHFXVWRPDULO\DVVRFLDWHGZLWKWKH
VROLFLWDWLRQQHJRWLDWLRQRUVHUYLFLQJRISROLFLHV

:KHUHDQLQVXUDQFHSURGXFHURUDIILOLDWHUHFHLYHV
FRPSHQVDWLRQIURPWKHFXVWRPHUIRULQLWLDOSODFHPHQW
RILQVXUDQFHQHLWKHUWKDWSURGXFHUQRUWKHDIILOLDWH
VKDOODFFHSWDQ\FRPSHQVDWLRQIURPDQLQVXUHURU
RWKHUWKLUGSDUW\IRUWKDWSODFHPHQWRILQVXUDQFH
XQOHVVWKHSURGXFHUKDVSULRUWRWKHFXVWRPHU V
SXUFKDVHRILQVXUDQFHREWDLQHGGRFXPHQWHG
DFNQRZOHGJPHQWRIWKHFRPSHQVDWLRQDQGSURYLGHG
WKHPHWKRGRIFDOFXODWLQJWKHFRPSHQVDWLRQ

,QVXUDQFHFRQVXOWDQWPD\QRWDOVREHDQDXWKRUL]HG
DJHQWRUHPSOR\HHRIDQ\LQVXUHURUSHUVRQZKRKDV
HFRQRPLFRUILQDQFLDOLQWHUHVWRUFRQWUDFWXDO
UHODWLRQVKLSLQLQVXUDQFHILHOGZLWKDXWKRUL]HGLQVXUHU
RUSURGXFHUH[FHSWDVSROLF\KROGHU

Comments
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71%XOOHWLQ
0D\





71&RGH$QQ 'HILQLWLRQ
 
([FHSWLRQVVLPLODUWR


7HQQHVVHH



6XEVHFWLRQ9,,,VWDWHVWKDWLQVXUDQFH
DGYLVHUVRULQYHVWPHQWUHSUHVHQWDWLYH
DVGHILQHGE\71&RGH$QQ
  DQG  PD\EHVXEMHFWWR
VHFXULW\UXOHVZKLFKUHTXLUHWKHPWR
DGKHUHWRILGXFLDU\VWDQGDUGDQG
DGGLWLRQDOGLVFORVXUHUXOHV

3URYLGHVIRUGHILQLWLRQVRIDQG
SURKLELWHGDFWLYLWLHVIRUDQ³LQVXUDQFH
RQO\´SHUVRQDQG³VHFXULWLHVRQO\
SHUVRQ´LQWHUPVRIDGYLFHJLYHQWR
FOLHQWV

([FHSWLRQV

'HILQLWLRQ

Uniform Securities Act Version

6'&RGLILHG/DZV
%  

Citation

6RXWK'DNRWD

State

Investment Advisers Definition & Exceptions

7HQQ&RPS5 5HJV
  

6'$GPLQ
 

Citation

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJPD\QRW
EHXVHGWRLPSO\WKDWWKHLQVXUDQFHDJHQWVDUH
HQJDJHGLQDQDGYLVRU\EXVLQHVVLQZKLFKWKHLU
FRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVWKDWLV
DFWXDOO\WKHFDVH

Comments
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87&RGH$QQ
 T 

8WDK













7;&LY6W$UW
1 

Citation

7H[DV

State



([FHSWLRQVDQGHOHPHQWVRI


'HILQLWLRQ



([FHSWLRQVZLWKGHYLDWLRQV
LQFOXGLQJDGGLWLRQDOH[FHSWLRQVDQGQR
H[FHSWLRQ  RI$FW

'HILQLWLRQ

Uniform Securities Act Version

Investment Advisers Definition & Exceptions

$OLFHQVHHPD\UHFHLYHQRQFRPPLVVLRQFRPSHQVDWLRQ
ZKHQDFWLQJDVDSURGXFHUIRUWKHLQVXUHGLQ
FRQQHFWLRQZLWKWKHDFWXDOVDOHRUSODFHPHQWRI
LQVXUDQFHLISURGXFHUDQGLQVXUHGDJUHHRQ
FRPSHQVDWLRQDQGSURGXFHUKDVGLVFORVHGWKH
H[LVWHQFHDQGVRXUFHRIDQ\RWKHUFRPSHQVDWLRQWKDW
DFFUXHVWRSURGXFHUDVUHVXOWRIWUDQVDFWLRQ
1RQFRPPLVVLRQFRPSHQVDWLRQLQFOXGHVFRPSHQVDWLRQ
UHFHLYHGE\DFRQVXOWDQWDVDFRQVXOWLQJIHHSURYLGHG
WKHFRQVXOWDQWFRPSOLHVZLWKWKHUHTXLUHPHQWVRI87
&RGH$QQDDRURWKHUFRPSHQVDWLRQ
DUUDQJHPHQWVDSSURYHGE\WKHFRPPLVVLRQHU

$OLIHDQGKHDOWKLQVXUDQFHFRXQVHORULVQRWHQWLWOHGWR
UHFHLYHFRPSHQVDWLRQIRUWKHVDPHVHUYLFHSURYLGHG
WRWKHVDPHFOLHQWLIWKHFRXQVHORULVOLFHQVHGDVDOLIH
DFFLGHQWDQGKHDOWKLQVXUDQFHDJHQWDQGUHFHLYHV
FRPSHQVDWLRQIRUWKHVHUYLFHDVDQDJHQW

,IDQDJHQWRUDIILOLDWHUHFHLYHVFRPSHQVDWLRQIURPD
FXVWRPHUIRUWKHSODFHPHQWRUUHQHZDORIDQ
LQVXUDQFHSURGXFWRWKHUWKDQDVHUYLFHIHHDQ
DSSOLFDWLRQIHHRUDQLQVSHFWLRQIHHWKHDJHQWRU
DIILOLDWHPD\QRWDFFHSWDQ\FRPSHQVDWLRQIURPDQ
LQVXUHURURWKHUWKLUGSDUW\IRUWKDWSODFHPHQWRU
UHQHZDOXQOHVVWKHDJHQWKDVEHIRUHWKHFXVWRPHU V
SXUFKDVHRILQVXUDQFHREWDLQHGGRFXPHQWHG
DFNQRZOHGJHPHQWWKDWFRPSHQVDWLRQZLOOEHUHFHLYHG
DQGSURYLGHGLQIRUPDWLRQRQKRZFRPSHQVDWLRQLV
FRPSXWHG

Comments

87$GPLQ&RGH5 7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
& 
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGXQOHVVSURSHUO\OLFHQVHGLIUHTXLUHGRULQVXFK
DZD\DVWRLPSO\WKDWWKHLQVXUDQFHSURGXFHULV
JHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQZKLFK
FRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFKLV
DFWXDOO\WKHFDVHDQGUHSUHVHQWHGE\ZD\RIUHTXLUHG
GLVFORVXUH

87&RGH$QQ
DD  

7;,QV&RGH$QQ




7;,QV&RGH$QQ
 E 

Citation
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9$&RGH$QQ 'HILQLWLRQ





9LUJLQLD

9$$GPLQ&RGH












,QFOXGHVH[FHSWLRQ * RIWKH
$FW$OVRH[FOXGHVSHUVRQVLQ
LQYHVWPHQWDGYLVRU\EXVLQHVVZKRVH
RQO\FOLHQWLVDPRQJRWKHUVDQ
LQVXUDQFHFRPSDQ\OLFHQVHGWR
WUDQVDFWEXVLQHVVDQGDQHPSOR\HH
EHQHILWSODQZLWKDVVHWVRIQRWOHVV
WKDQ

([FHSWLRQVZLWKGHYLDWLRQV
LQFOXGLQJDGGLWLRQDOH[FHSWLRQVDQGQR
H[FHSWLRQ * RIWKH$FW







([FHSWLRQV

'HILQLWLRQ

Uniform Securities Act Version

976WDW$QQWLW
  

Citation

9HUPRQW

State

Investment Advisers Definition & Exceptions

9$&RGH$QQ



97$GPLQ&RGH
& 

97%XOOHWLQ

976WDW$QQWLW
G 

976WDW$QQWLW
 

Citation

/LFHQVHGLQVXUDQFHFRQVXOWDQWWKDWVHOOVVROLFLWVRU
QHJRWLDWHVLQVXUDQFHDVSDUWRIKLVVHUYLFHVVKDOO
HQWHULQWRDZULWWHQFRQWUDFWZLWKKLVFOLHQWSULRUWR
WKHSXUFKDVHRIDQ\LQVXUDQFHE\WKDWFOLHQW
VSHFLI\LQJWKHDPRXQWDQGEDVLVRIFRQVXOWLQJIHHDQG
WKHGXUDWLRQRIHPSOR\PHQW,IWKHLQVXUDQFH
FRQVXOWDQWDOVRUHFHLYHFRPPLVVLRQVLQFHQWLYHV
ERQXVHVRYHUULGHVRUDQ\RWKHUIRUPRI
UHPXQHUDWLRQDVDUHVXOWRIKLVVHUYLFHVIRUVHOOLQJ
VROLFLWLQJRUQHJRWLDWLQJLQVXUDQFHDVDSDUWRIKLV
VHUYLFHVLQDGGLWLRQWRDFRQVXOWLQJIHHXQOHVV
RWKHUZLVHSURKLELWHGVXFKLQIRUPDWLRQVKDOOEH
GLVFORVHGLQWKHFRQWUDFW

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
DJHQWLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVVXFK
LVDFWXDOO\WKHFDVH

&ODULILHVXQIDLURUGHFHSWLYHSUDFWLFHVUHODWLQJWR
LGHQWLILFDWLRQRUWLWOHRILQVXUDQFHSURGXFHU

1RSHUVRQPD\FRQFXUUHQWO\KROGDFRQVXOWDQW V
OLFHQVHDQGDQLQVXUDQFHSURGXFHU VVXUSOXVOLQHV
LQVXUDQFHEURNHU VRUOLPLWHGOLQHVSURGXFHU VOLFHQVH
LQDQ\OLQH

,QFOXGHGLQGHILQLWLRQRIXQIDLUPHWKRGVRI
FRPSHWLWLRQRUXQIDLURUGHFHSWLYHDFWVRUSUDFWLFHV
1RQGLVFORVXUHRIIHHVRUFKDUJHV)DLOXUHRIDJHQWRU
EURNHUWRREWDLQDSULRUZULWWHQDJUHHPHQWFRQFHUQLQJ
IHHVRUFKDUJHVPDGHGLUHFWO\WRWKHFOLHQWRU
SROLF\KROGHUIRUSURFXULQJVHUYLFLQJRUSURYLGLQJ
DGYLFHRQLQVXUDQFHFRQWUDFWV&RPPLVVLRQVH[SHQVH
DOORZDQFHVERQXVHVIHHVRUDQ\RWKHUFRPSHQVDWLRQ
UHFHLYHGGLUHFWO\E\DJHQWVRUEURNHUVIURPDQ\OHJDO
HQWLW\HQJDJHGLQWKHLQVXUDQFHEXVLQHVVDUHH[HPSW

Comments
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1RQHDSSOLFDEOH

:\RPLQJ

:,6WDW$QQ 'HILQLWLRQ
 
([FHSWLRQVZLWKDGGLWLRQDO
H[FHSWLRQ

:LVFRQVLQ



:9&RGH J 

:HVW9LUJLQLD









([FHSWLRQVHOHPHQWVRIDOO

'HILQLWLRQ





([FHSWLRQVHOHPHQWVRIDQG
ZLWKGHYLDWLRQV





'HILQLWLRQ

Uniform Securities Act Version

:$67  

Citation



:DVKLQJWRQ

State

Investment Advisers Definition & Exceptions

:<6WDW$QQ
I 

$QLQVXUDQFHSURGXFHUZKRLVDOVROLFHQVHGDVD
FRQVXOWDQWVKDOOQRWDFWLQWKHGXDOFDSDFLW\RIDQ
LQVXUDQFHSURGXFHUDQGDFRQVXOWDQWLQWKHVDPH
LQVXUDQFHWUDQVDFWLRQ

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHOLQJVKDOOQRW
EHXVHGLQVXFKDZD\DVWRLPSO\WKDWWKHLQVXUDQFH
LQWHUPHGLDU\LVJHQHUDOO\HQJDJHGLQDQDGYLVRU\
EXVLQHVVLQZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHV
XQOHVVVXFKLVDFWXDOO\WKHFDVH

,QWHUPHGLDU\PD\QRWDFFHSWFRPSHQVDWLRQIURPDQ
LQVXUHGRUIURPERWKDQLQVXUHGDQGDQRWKHUVRXUFH
GXHWRWKHLQVXUHG VSXUFKDVHRILQVXUDQFHRUIRU
DGYLFHUHJDUGLQJWKHLQVXUHG VLQVXUDQFHQHHGVRU
FRYHUDJHXQOHVVWKHLQWHUPHGLDU\EHIRUHWKHLQVXUHG
LQFXUVDQREOLJDWLRQWRSD\FRPSHQVDWLRQLQZULWLQJ
GLVFORVHVDPRXQWRIFRPSHQVDWLRQWREHSDLGE\WKH
LQVXUHGH[FOXGLQJFRPPLVVLRQVSDLGE\WKHLQVXUHUWR
WKHLQWHUPHGLDU\DQGLIFRPSHQVDWLRQZLOOEHSDLGE\
DQRWKHUVRXUFHWKHIDFWWKDWWKHLQWHUPHGLDU\ZLOO
DOVRUHFHLYHFRPSHQVDWLRQIURPWKHRWKHUVRXUFH

:,6WDW$QQ

:,$'&,QV  F 

1RLQVXUDQFHSURGXFHUPD\XVHWHUPVVXFKDV
ILQDQFLDOSODQQHULQYHVWPHQWDGYLVHUILQDQFLDO
FRQVXOWDQWRUILQDQFLDOFRXQVHOLQJWRLPSO\WKDWKH
RUVKHLVJHQHUDOO\HQJDJHGLQDQDGYLVRU\EXVLQHVVLQ
ZKLFKFRPSHQVDWLRQLVXQUHODWHGWRVDOHVXQOHVVWKDW
DFWXDOO\LVWKHFDVH3URYLVLRQGRHVQRWSHUPLW
SHUVRQVWRFKDUJHDQDGGLWLRQDOIHHIRUVHUYLFHVWKDW
DUHFXVWRPDULO\DVVRFLDWHGZLWKWKHVROLFLWDWLRQ
QHJRWLDWLRQRUVHUYLFLQJRISROLFLHV

7HUPVVXFKDVILQDQFLDOSODQQHULQYHVWPHQWDGYLVHU
ILQDQFLDOFRQVXOWDQWRUILQDQFLDOFRXQVHORUVKDOOQRWEH
XVHGE\DQDJHQWXQOHVVWKHDJHQWLVJHQHUDOO\
HQJDJHGLQDQDGYLVRU\EXVLQHVV

&RPPLVVLRQHUPD\SHUPLWDQLQVXUDQFHSURGXFHUWR
HQWHULQWRDUUDQJHPHQWVZLWKLQVXUHGVWRFKDUJHD
UHGXFHGIHHLQVLWXDWLRQVZKHUHVHUYLFHVWKDWDUH
FKDUJHGIRUDUHSURYLGHGEH\RQGWKHVFRSHRIVHUYLFHV
FXVWRPDULO\SURYLGHGLQFRQQHFWLRQZLWKWKH
VROLFLWDWLRQDQGSURFXUHPHQWRILQVXUDQFH

Comments

:9&65
 

:$$GPLQ&RGH
  

:$67

Citation
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$&RPSUHKHQVLYH6\VWHPRI6WDWH5HJXODWLRQ*RYHUQV
WKH'LVWULEXWLRQRI,QVXUDQFHDQG$QQXLW\&RQWUDFWV
&DUO%:LONHUVRQ9LFH3UHVLGHQW &KLHI&RXQVHO6HFXULWLHV /LWLJDWLRQ
$PHULFDQ&RXQFLORI/LIH,QVXUHUV$OO5LJKWV5HVHUYHG


$6WDWH,QVXUDQFH5HJXODWLRQ

7KURXJK D QHWZRUN RI VWDWXWHV DQG UHJXODWLRQV VWDWH LQVXUDQFH GHSDUWPHQWV KHDYLO\
UHJXODWHWKHRSHUDWLRQVSURGXFWVDQGVDOHVRIOLIHLQVXUDQFHFRPSDQLHV/LIHLQVXUHUV
DQGWKHLUVDOHVSHUVRQVPXVWVDWLVI\WKLVUHJXODWRU\VWUXFWXUHLQWKHLUVWDWHRIGRPLFLOHDQG
HYHU\ MXULVGLFWLRQ LQ ZKLFK WKH\ GLVWULEXWH OLIH LQVXUDQFH DQG DQQXLWLHV  8QLIRUPLW\ RI
UHJXODWLRQ LV DFFRPSOLVKHG WKURXJKRXW WKH VWDWHV E\ PHDQV RI PRGHO VWDWXWHV DQG
UHJXODWLRQV SURPXOJDWHG E\ WKH 1DWLRQDO $VVRFLDWLRQ RI ,QVXUDQFH &RPPLVVLRQHUV WKH
³1$,&´ 0DQ\RIWKHLQVXUDQFHVWDWXWHVDQGUHJXODWLRQVSURPXOJDWHGDQGHQIRUFHGE\
VWDWH LQVXUDQFH GHSDUWPHQWV IXOILOO UHJXODWRU\ JRDOV TXLWH VLPLODU WR WKRVH RI WKH VWDWH
VHFXULWLHV DGPLQLVWUDWRUV  7KH VXPPDU\ EHORZ KLJKOLJKWV WKH EURDG VFRSH DQG
FRPSUHKHQVLYHQHVV RI FHUWDLQ VWDWH LQVXUDQFH VWDWXWHV DQG UHJXODWLRQV :KLOH RQO\ D
VPDOO SRUWLRQ RI WKH ODUJHU XQLYHUVH RI VWDWH LQVXUDQFH UHJXODWLRQ WKLV UHJXODWLRQV DUH
GLUHFWO\ UHOHYDQW LQ HYDOXDWLQJ WKH PDUNHW FRQGXFW VWUXFWXUH JRYHUQLQJ LQVXUDQFH
VDOHVSHUVRQV HQJDJHG LQ WKH GHOLYHU\ RI ILQDQFLDO SODQQLQJ DQG EURNHUGHDOHU VHUYLFHV
7KLV GLVFXVVLRQ LV LQWHQGHG WR ILOO LQ RWKHU DUHDV QRW FRYHUHG LQ WKH SUHFHGLQJ RXWOLQH
PDWHULDOVWRWKLVVXEPLVVLRQ

%8QIDLU7UDGH3UDFWLFHV

9LUWXDOO\ HYHU\ VWDWH KDV HQDFWHG D YHUVLRQ RI WKH 1$,& 0RGHO 8QIDLU 7UDGH )DLU
3UDFWLFHV$FWZKLFKZDVGHYHORSHGWRUHJXODWHWUDGHSUDFWLFHVLQWKHLQVXUDQFHEXVLQHVV
E\ GHILQLQJ DQG SURKLELWLQJ SUDFWLFHV WKDW FRQVWLWXWH XQIDLU PHWKRGV RI FRPSHWLWLRQ RU
XQIDLUGHFHSWLYHDFWVRUSUDFWLFHV 

$YDULHW\RIWKHDFWLYLWLHVGHILQHGWREHXQIDLUWUDGHSUDFWLFHVGLUHFWO\SDUDOOHOWKHSXUSRVH
DQGVFRSHRIVWDWHVHFXULWLHVFRGHV6HFWLRQ $ LQYROYHVPLVUHSUHVHQWDWLRQVDQGIDOVH
DGYHUWLVLQJ RI LQVXUDQFH SROLFLHV DQG LGHQWLILHV XQIDLU WUDGH SUDFWLFHV WR LQFOXGH DQ\
HVWLPDWH LOOXVWUDWLRQ FLUFXODU RU VWDWHPHQW VDOHV PLVUHSUHVHQWDWLRQ RPLVVLRQ RU
FRPSDULVRQ WKDW PLVUHSUHVHQWV WKH EHQHILWV DGYDQWDJHV FRQGLWLRQV RU WHUPV RI DQ\
SROLF\DPRQJRWKHUWKLQJV

6HFWLRQ % LQYROYHVIDOVHLQIRUPDWLRQDQGDGYHUWLVLQJJHQHUDOO\7KLVSURYLVLRQGHILQHV
DQXQIDLUWUDGHSUDFWLFHWRLQFOXGHPDNLQJSXEOLVKLQJRUGLVVHPLQDWLQJLQDQHZVSDSHU
PDJD]LQH RU RWKHU SXEOLFDWLRQ RQ DQ\ UDGLRWHOHYLVLRQ VWDWLRQ DQ\ DVVHUWLRQ
7KLVPRGHOVWDWXWHJRYHUQVLWHPVSUHYLRXVO\VXEMHFWWR6HFWLRQRI7KH)HGHUDO7UDGH
&RPPLVVLRQ$FW&RQJUHVVREVHUYHGWKDWFRQWLQXHGUHJXODWLRQRILQVXUDQFHE\WKHVWDWHVZDVLQ
WKHSXEOLFLQWHUHVWSeeOHJLVODWLYHKLVWRU\RI1$,&8QIDLU7UDGH3UDFWLFHV$FW1$,&0RGHO
5HJXODWLRQ6HUYLFHDW  
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UHSUHVHQWDWLRQRUVWDWHPHQWDERXWDQLQVXUHURULWVEXVLQHVVZKLFKLVXQWUXHGHFHSWLYH
RUPLVOHDGLQJ

.QRZLQJO\PDNLQJDQ\IDOVHVWDWHPHQWRIDQ\PDWHULDOIDFWWRLQVXUDQFHUHJXODWRUVRULQ
GRFXPHQWVWKDWZLOOEHSXEOLFO\GLVVHPLQDWHGLVGHILQHGWREHDQXQIDLUWUDGHSUDFWLFHLQ
6HFWLRQ % RIWKH0RGHO8QIDLU7UDGH3UDFWLFHV$FW7KLVSURVFULSWLRQLVFRQVLVWHQWZLWK
WKH WUXWKIXOQHVV DQG DFFXUDF\ RI UHSRUWV UHFRUGV DQG UHSUHVHQWDWLRQV UHTXLUHG RI
%URNHU'HDOHUVE\WKH1$6'DQGWKH6(&XQGHUWKHIHGHUDOVHFXULWLHVODZV

6HFWLRQ  -  LQYROYHV WKH IDLOXUH WR PDLQWDLQ PDUNHWLQJ DQG SHUIRUPDQFH UHFRUGV DQG
GHILQHVDVDQXQIDLUWUDGHSUDFWLFHWKHIDLOXUHRIDQLQVXUHUWRPDLQWDLQLWVERRNVUHFRUGV
GRFXPHQWVDQGRWKHUEXVLQHVVUHFRUGVLQVXFKDQRUGHUWKDWGDWDUHJDUGLQJFRPSODLQWV
FODLPV UHDGLQJ XQGHUZULWLQJ DQG PDUNHWLQJ DUH DFFHVVLEOH DQG UHWULHYDEOH IRU
H[DPLQDWLRQE\WKHLQVXUDQFHFRPPLVVLRQHU'DWDIRUDWOHDVWWKHFXUUHQWFDOHQGDU\HDU
LQ WKH WZR SUHFHGLQJ \HDUV PXVW EH PDLQWDLQHG XQGHU WKLV VWDQGDUG  7KLV SURYLVLRQ
GLUHFWO\ SDUDOOHOV WKH VFRSH DQG SXUSRVH RI 1$6' &RQGXFW 5XOH UHJDUGLQJ ERRNV
DQGUHFRUGV

6HFWLRQ  .  GHILQHV WKH IDLOXUH RI DQ\ LQVXUHU WR PDLQWDLQ D FRPSOHWH UHFRUG RI DOO WKH
FRPSODLQWV LW UHFHLYHG VLQFH WKH GDWH RI LWV ODVW PDUNHW FRQGXFW H[DPLQDWLRQ WR EH DQ
XQIDLU WUDGH SUDFWLFH  7KH UHFRUGV RI FRPSODLQWV PXVW LQGLFDWH WKH WRWDO QXPEHU RI
FRPSODLQWV WKHLU FODVVLILFDWLRQ E\ OLQH RI LQVXUDQFH WKH QDWXUH RI HDFK FRPSODLQW WKH
GLVSRVLWLRQRIHDFKFRPSODLQWDQGWKHWLPHLWWRRNWRSURFHVVHDFK )RUSXUSRVHVRIWKLV
VXEVHFWLRQWKHWHUP³FRPSODLQW´PHDQVDQ\ZULWWHQFRPPXQLFDWLRQSULPDULO\H[SUHVVLQJ
DJULHYDQFH


/LNH VWDWH VHFXULWLHV DGPLQLVWUDWRUV LQVXUDQFH FRPPLVVLRQHUV KDYH WKH SRZHU WR
H[DPLQH DQG LQYHVWLJDWH WKH DIIDLUV RI HYHU\ LQVXUHU RSHUDWLQJ LQ WKH LQVXUDQFH
GHSDUWPHQW¶VVWDWH³LQRUGHUWRGHWHUPLQHZKHWKHUVXFKLQVXUHUKDVEHHQRULVHQJDJHG
LQ DQ\ XQIDLU WUDGH SUDFWLFH SURKLELWHG E\ >WKH 8QIDLU 7UDGH 3UDFWLFHV $FW@´   6HYHUDO
SURYLVLRQVHPEHOOLVKWKLVLPSRUWDQWDXWKRULW\

)RUH[DPSOH6HFWLRQRIWKH8QIDLU7UDGH3UDFWLFHV$FWJLYHVLQVXUDQFHFRPPLVVLRQHUV
H[WHQVLYH DXWKRULW\ WR LQLWLDWH KHDULQJV FRQFHUQLQJ XQIDLU WUDGH SUDFWLFHV WR FRPSHO
ZLWQHVVHV DSSHDUDQFHV SURGXFWLRQ RI ERRNV DQG VHUYLFH RI SURFHVV  6HFWLRQ  VHWV
IRUWK GHWDLOHG DGPLQLVWUDWLYH DQG SURFHGXUDO SUDFWLFHV LQ RUGHU WR DVVXUH GXH SURFHVV
DQGTXDVLMXGLFLDOIRUPDOLW\

6HFWLRQ  RI WKH 8QIDLU 7UDGH 3UDFWLFHV VWDWXWH DXWKRUL]HV LQVXUDQFH FRPPLVVLRQHUV
ILQGLQJLQVXUHUVJXLOW\RIXQIDLUWUDGHSUDFWLFHVWRLVVXHZULWWHQILQGLQJVDQGHQIRUFHPHQW
RUGHUV UHTXLULQJ WKH LQVXUHU WR FHDVH DQG GHVLVW IURP HQJDJLQJ LQ WKH DFW RU SUDFWLFH
7KHLQVXUDQFHFRPPLVVLRQHUDOVRKDVWKHGLVFUHWLRQDU\DXWKRULW\WRVXVSHQGDQGUHYRNH
7KH1$,&KDVDOVRSURPXOJDWHGD0RGHO5HJXODWLRQIRU&RPSOHWH5HFRUGVWREHPDLQWDLQHG
SXUVXDQWWR6HFWLRQ . RIWKH1$,&8QIDLU7UDGH3UDFWLFHV$FW See1$,&0RGHO5HJXODWLRQ
6HUYLFHDW  7KLVUHJXODWLRQVHWVIRUWKDFRPSODLQWUHFRUGIRUPFRQWHQWUHTXLUHPHQWV
PDLQWHQDQFHUHTXLUHPHQWVDQGVWDQGDUGVFRQFHUQLQJWKHIRUPDWRIFRPSODLQWUHFRUGV

4



See 6HFWLRQ3RZHURI&RPPLVVLRQHU0RGHO8QIDLU7UDGH3UDFWLFHV$FW1$,&0RGHO
5HJXODWLRQ6HUYLFHDW  
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WKH LQVXUHU¶V OLFHQVH LI WKH LQVXUHU NQHZ RU UHDVRQDEO\ VKRXOG KDYH NQRZQ WKDW LWV
FRQGXFW YLRODWHG WKH 8QIDLU 7UDGH 3UDFWLFHV $FW DQG WR RUGHU SHQDOWLHV RI  IRU
HDFK YLRODWLRQ XS WR DQ DJJUHJDWH SHQDOW\ RI  XQOHVV WKH YLRODWLRQ ZDV
FRPPLWWHGIODJUDQWO\LQFRQVFLRXVGLVUHJDUGRIWKHDFWLQZKLFKFDVHWKHSHQDOW\PD\EH
XS WR  IRU HDFK YLRODWLRQ WR DQ DJJUHJDWH WRWDO SHQDOW\ RI   $ VLPLODU
PRQHWDU\YLRODWLRQPD\EHLPSRVHGXQGHU6HFWLRQIRUYLRODWLRQVRIFHDVHDQGGHVLVW
RUGHUV7KHDFWDOVRSURYLGHVIRUMXGLFLDOUHYLHZRILQVXUDQFHFRPPLVVLRQHURUGHUVDQG
DXWKRUL]HV LPPXQLW\ IURP SURVHFXWLRQ IRU ZLWQHVVHV ZKR DWWHQG WHVWLI\ RU SURGXFH
ERRNVUHFRUGVRURWKHUSDSHUFRUUHVSRQGHQFH 

7KHVH VLJQLILFDQW SRZHUV WKDW PD\ EH XVHG E\ LQVXUDQFH FRPPLVVLRQHUV WR HQIRUFH
YLRODWLRQV RI XQIDLU WUDGH SUDFWLFH SURVFULSWLRQV WRJHWKHU ZLWK WKH UHFRUGNHHSLQJ
UHSRUWLQJDQGLQVSHFWLRQSRZHUVRIWKH$FWSURYLGHDSDFNDJHRIUHJXODWRU\WRROVGLUHFWO\
DQDORJRXV WRVWDWH VHFXULWLHV FRGHVWKH 1$6' 5XOHV RI &RQGXFW DQG 6(& UHJXODWLRQV
JRYHUQLQJ PDUNHW FRQGXFW SUDFWLFHV DQG WKH SURVHFXWLRQ RI YLRODWLRQV  ,Q D VXP WKH
XQIDLU WUDGH SUDFWLFH ODZV SURYLGH PHDQLQJIXO SURVFULSWLRQV WKDW HOLPLQDWH WKH QHHG IRU
GXSOLFDWLYHUHJXODWLRQRIYDULDEOHFRQWUDFWV

&1$,&0RGHO)UDXG/DZVDQG)UDXG/HJLVODWLRQ
(QDFWPHQW RI VWDWH IUDXG VWDWXWHV UHSUHVHQWV DQRWKHU VLJQLILFDQW LQVXUDQFH UHJXODWRU\
GHYHORSPHQW  5HFHQW PDUNHW FRQGXFW LVVXHV KDYH UHVXOWHG LQ VRPH LQVXUDQFH
GHSDUWPHQWV UHTXLULQJ LQVXUHU PDQDJHPHQW WR DVVXPH LQFUHDVHG UHVSRQVLELOLW\ IRU
VXSHUYLVLRQ RI VDOHV DFWLYLWLHV  2WKHU VWDWHV KDYH WDNHQ DQ DSSURDFK VLPLODU WR WKDW RI
1HZ<RUNDQG3HQQV\OYDQLDE\UHTXLULQJLQVXUHUUHYLHZRIPDUNHWFRQGXFWFRPSOLDQFH
WKXV SODFLQJ GLUHFW UHVSRQVLELOLW\ DW WKH FRUSRUDWH RIILFHU OHYHO 7KLV ZLGHVSUHDG DFWLRQ
GRYHWDLOV ZLWK WKH REMHFWLYHV RI WKH )HGHUDO &ULPH &RQWURO 6WDWXWH DQG WKH )HGHUDO
6HQWHQFLQJJXLGHOLQHVGLVFXVVHGEHORZ

:KLOH VWDWHV KDYH WDNHQ GLIIHUHQW DSSURDFKHV WR WKH LVVXH WKH PDMRULW\ RI VWDWHV
DGGUHVVLQJWKHIUDXGLVVXHHQDFWHGOHJLVODWLRQVLPLODUWRWKH1$,&0RGHO)UDXG/DZV 

'0DUNHW&RQGXFW([DPLQDWLRQV

1HDUO\ HYHU\ MXULVGLFWLRQ KDV HQDFWHG D YHUVLRQ RI WKH 1$,& 0RGHO /DZ RQ
([DPLQDWLRQV   7KLV $FW LV GHVLJQHG WR SURYLGH DQ HIIHFWLYH DQG HIILFLHQW V\VWHP IRU
H[DPLQLQJ WKH DFWLYLWLHV RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG DIIDLUV RI DOO SHUVRQV
WUDQVDFWLQJWKHEXVLQHVVRILQVXUDQFHLQHDFKVWDWHDQGFRQFHUQLQJLQGLYLGXDOVRWKHUZLVH
VXEMHFW WR WKH LQVXUDQFH FRPPLVVLRQHU¶V MXULVGLFWLRQ  7KH $FW LV LQWHQGHG WR HQDEOH
FRPPLVVLRQHUV WR DGRSW D IOH[LEOH V\VWHP RI H[DPLQDWLRQV DQG DOORFDWH UHVRXUFHV
GHHPHGDSSURSULDWHDQGQHFHVVDU\IRUWKHDGPLQLVWUDWLRQRIWKHLQVXUDQFHODZVRIHDFK
VWDWH  7KH 0RGHO /DZ RQ ([DPLQDWLRQV VHWV IRUWK VWDQGDUGV IRU WKH FRQGXFW RI


See6HFWLRQVDQGRIWKH0RGHO8QIDLU7UDGH3UDFWLFHV$FW1$,&0RGHO
5HJXODWLRQ6HUYLFHDWWKURXJK  


See1$,&,QVXUDQFH)UDXG3UHYHQWLRQ0RGHO$FW1$,&0RGHO5HSRUWLQJ6HUYLFHDW
  


See1$,&0RGHO5HJXODWLRQ6HUYLFHDW  
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H[DPLQDWLRQV FRPPLVVLRQHU DXWKRULW\ VFRSH DQG VFKHGXOLQJ RI H[DPLQDWLRQV  ,W DOVR
GHWDLOV WKH VFRSH RI H[DPLQDWLRQ UHSRUWV ZKLFK VKDOO EH FRPSULVHG RI RQO\ IDFWV
DSSHDULQJ RQ ERRNV UHFRUGV RU RWKHU GRFXPHQWV RI WKH FRPSDQ\ LWV DJHQWV RU RWKHU
SHUVRQVH[DPLQHGRUDVDVFHUWDLQHGIURPWKHWHVWLPRQ\RILWVRIILFHUVRUDJHQWVRURWKHU
SHUVRQVH[DPLQHG 

6LJQLILFDQWO\ WKLV 0RGHO $FW GRYHWDLOV ZLWK WKH 1$,& 0DUNHW &RQGXFW ([DPLQHU¶V
+DQGERRNDQH[WUHPHO\GHWDLOHGPDQXDOIRUH[DPLQHUVWRDVVXUHWKDWH[DPLQHUVIROORZ
FRPSUHKHQVLYHXQLIRUPSUDFWLFHVDQGSURFHGXUHV7KH([DPLQHU¶V+DQGERRNLVGLYLGHG
LQWR VHYHQ GLIIHUHQW VHFWLRQV DQG FRQWDLQV  GLIIHUHQWVWDQGDUGV  $PRQJ RWKHU WKLQJV
WKH([DPLQHU¶V+DQGERRNDGGUHVVHVFRPSODLQWKDQGOLQJPDUNHWLQJDQGVDOHVSURGXFHU
OLFHQVLQJDQGFRPSDQ\RSHUDWLRQVPDQDJHPHQW 



See6HFWLRQVDQGRIWKH0RGHO/DZRQ([DPLQDWLRQV1$,&0RGHO5HJXODWLRQ6HUYLFHDW
  6HFWLRQDOVRVHWVIRUWKGHWDLOHGSURYLVLRQVIRURUGHUVDQGDGPLQLVWUDWLYH
SURFHGXUHVLQWKHFRQGXFWRIKHDULQJDQGDGRSWLRQRIDUHSRUWRQH[DPLQDWLRQ


&HUWDLQVWDQGDUGVXQGHUWKHFRPSODLQWKDQGOLQJVHFWLRQLOOXPLQDWHWKHGHSWKDQGVFRSHRIWKH
PDUNHWFRQGXFWH[DPLQDWLRQ6HYHUDOVWDQGDUGVDUHVHWIRUWKEHORZLQWKLVQRWHDVUHSUHVHQWDWLYH
H[DPSOHV

&RPSODLQW+DQGOLQJ6WDQGDUG

7KHFRPSDQ\KDVDGHTXDWHFRPSODLQWKDQGOLQJSURFHGXUHVLQSODFHDQGFRPPXQLFDWHVVXFK
SURFHGXUHVWRSROLF\KROGHUV
5HYLHZ3URFHGXUHVDQG&ULWHULD
5HYLHZPDQXDOVWRYHULI\FRPSODLQWSURFHGXUHVH[LVW3URFHGXUHVLQSODFHVKRXOGEHVXIILFLHQWWR
UHTXLUHVDWLVIDFWRU\KDQGOLQJRIFRPSODLQWVUHFHLYHGDVZHOODVLQWHUQDOSURFHGXUHVIRUDQDO\VLVLQ
DUHDVGHYHORSLQJFRPSODLQWV7KHUHVKRXOGEHDPHWKRGIRUGLVWULEXWLRQRIDQGREWDLQLQJDQG
UHFRUGLQJUHVSRQVHWRFRPSODLQWV7KLVPHWKRGVKRXOGEHVXIILFLHQWWRDOORZUHVSRQVHZLWKLQWKH
WLPHIUDPHUHTXLUHGE\VWDWHODZ
&RPSDQ\VKRXOGSURYLGHDWHOHSKRQHQXPEHUDQGDGGUHVVIRUFRQVXPHULQTXLULHV

&RPSODLQW+DQGOLQJ6WDQGDUG

7KHFRPSDQ\VKRXOGWDNHDGHTXDWHVWHSVWRILQDOL]HDQGGLVSRVHRIWKHFRPSODLQWLQDFFRUGDQFH
ZLWKDSSOLFDEOHVWDWXWHVUXOHVDQGUHJXODWLRQVDQGFRQWUDFWODQJXDJH

5HYLHZ3URFHGXUHVDQG&ULWHULD
5HYLHZFRPSODLQWVGRFXPHQWDWLRQWRGHWHUPLQHLIWKHFRPSDQ\UHVSRQVHIXOO\DGGUHVVHVWKH
LVVXHVUDLVH,IWKHFRPSDQ\GLGQRWSURSHUO\DGGUHVVUHVROYHWKHFRPSODLQWWKHH[DPLQHUVKRXOG
DVNFRPSDQ\ZKDWFRUUHFWLYHDFWLRQLWLQWHQGVWRWDNH

&RPPHQWDU\
5HIHUHQFHWRWKHH[DPLQHU¶VJHQHUDOLQVWUXFWLRQVRQ+DQGERRNSDJH9,,, 1RYHPEHU 
UHYHDOVWKDWDQLQTXLU\EURDGHULQVFRSHWKDQWKHPHUHUHVROXWLRQRIDJLYHQFRPSODLQWLV
H[SHFWHG)RUH[DPSOHWKH+DQGERRNFRQWDLQVWKHIROORZLQJLQVWUXFWLRQV³7KHH[DPLQHUVKRXOG
UHYLHZWKHIUHTXHQF\RIVLPLODUFRPSODLQWVDQGEHDZDUHRIDQ\SDWWHUQRIVSHFLILFW\SHRI
FRPSODLQWV6KRXOGWKHW\SHVRIFRPSODLQWVJHQHUDWHGEHFDXVHIRUXQXVXDOFRQFHUQVSHFLILF
PHDVXUHVVKRXOGEHLQVWLWXWHGWRLQYHVWLJDWHRWKHUDUHDVRIWKHFRPSDQ\¶VRSHUDWLRQ´

&RPSODLQW+DQGOLQJ6WDQGDUG
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7KURXJKRXWPRVWRIDQGWKH1$,&VLJQLILFDQWO\UHYLVHGWKH0DUNHW&RQGXFW
([DPLQHU¶V +DQGERRN  7KH 1$,& WRJHWKHU ZLWK LQGXVWU\ LQSXW VRXJKW WR H[SDQG DQG
HQKDQFH WRROV IRVWHULQJ WKH GHWHFWLRQ DQG SUHYHQWLRQ RI PDUNHWSODFH DEXVH LQ WKH OLIH
LQVXUDQFH LQGXVWU\  0DUNHW FRQGXFW H[DPLQDWLRQV DUH H[WUHPHO\ FRPSUHKHQVLYH DQG
VHUYHDVDPHDQVRISRVLWLYHUHLQIRUFHPHQWE\GLVFRXUDJLQJGHILFLHQWSUDFWLFHVWKDWZLOO
EH GHWHFWHG RQ H[DPLQDWLRQ UHVXOWLQJ LQ UHPHGLDO DFWLRQ DQG LQVXUDQFH GHSDUWPHQW
LQWHUYHQWLRQ

($JHQWV¶/LFHQVLQJDQG7HVWLQJ

7KH 1$,& $JHQWV DQG %URNHUV /LFHQVLQJ 0RGHO $FW  ZKLFK DSSHDUV YLUWXDOO\ LQ HYHU\
VWDWH JRYHUQV WKH TXDOLILFDWLRQV DQG SURFHGXUHV IRU OLFHQVLQJ LQVXUDQFH DQG DQQXLW\
DJHQWV DQG EURNHUV 7KLV PRGHO ODZ VHWVIRUWKH[DPLQDWLRQ DQG OLFHQVLQJ VWDQGDUGV LQ
JUHDWGHWDLODQGKDVDVSHFLILFFDWHJRU\IRUYDULDEOHDQQXLWLHVDQGYDULDEOHOLIHLQVXUDQFH
FRQWUDFWV/LFHQVHGVDOHVSHRSOHPXVWEHGHHPHGE\WKHLQVXUDQFHFRPPLVVLRQHUWREH
FRPSHWHQW WUXVWZRUWK\ ILQDQFLDOO\ UHVSRQVLEOH DQG RI JRRG SHUVRQDO DQG EXVLQHVV
UHSXWDWLRQ  ,QVXUDQFH EURNHUV PXVW DOVR IXOILOO H[SHULHQFH UHTXLUHPHQWV  6HFWLRQ  RI
WKLVUHJXODWLRQJRYHUQVOLFHQVHGHQLDOQRQUHQHZDODQGWHUPLQDWLRQJLYLQJWKHLQVXUDQFH
FRPPLVVLRQHUEURDGGLVFUHWLRQWRVXVSHQGUHYRNHRUUHIXVHWRLVVXHRUUHQHZDOLFHQVH
XSRQ ILQGLQJ DQ\ RI D YDULHW\ RI FRQGLWLRQV LQFOXGLQJ PDWHULDOO\ XQWUXH VWDWHPHQWV
YLRODWLRQ RU QRQFRPSOLDQFH ZLWK LQVXUDQFH ODZV ZLWKKROGLQJ PLVDSSURSULDWLQJ RU
FRQYHUWLQJ FXVWRPHU PRQH\V FRQYLFWLRQ RI D IHORQ\ RU PLVGHPHDQRU LQYROYLQJ PRUDO
WXUSLWXGHIRUJHU\RUFKHDWLQJRQOLFHQVLQJH[DPLQDWLRQVDPRQJRWKHUWKLQJV

)$JHQW,QYHVWLJDWLRQ&KDUDFWHUDQG%DFNJURXQG,QYHVWLJDWLRQ5HTXLUHPHQWV
0RVW MXULVGLFWLRQV UHTXLUH WKDW LQVXUDQFH SURGXFHU OLFHQVH DSSOLFDQWV EH FRPSHWHQW
WUXVWZRUWK\ DQG RI JRRG PRUDO FKDUDFWHU LQ RUGHU WR REWDLQ D OLFHQVH  +RZHYHU VRPH
QRZ H[SUHVVO\ UHTXLUH DSSRLQWLQJ LQVXUHUV WR FHUWLI\ WKDW WKH\ KDYH LQYHVWLJDWHG WKH
DSSOLFDQW¶VFKDUDFWHUDQGEDFNJURXQGDQGKDYHIRXQGWKHDSSOLFDQWWREHTXDOLILHGDQG
ZRUWK\ RI D OLFHQVH   6LPLODU WR ),15$ VRPH MXULVGLFWLRQV LPSOHPHQW ILQJHUSULQWLQJ DV
SDUWRIWKHEDFNJURXQGFKHFN5HODWHGWRWKHVHUHTXLUHPHQWVLVWKHSRUWLRQRIWKH1$,&
3URGXFHU /LFHQVLQJ 0RGHO $FW WKDW DOORZV WKH FRPPLVVLRQHU WR UHIXVH WR LVVXH DQ
LQVXUDQFHSURGXFHU¶VOLFHQVHLIWKHFRPPLVVLRQHUILQGVWKDWWKHLQGLYLGXDOKDVFRPPLWWHG
DQ\DFWWKDWLVDJURXQGIRUGHQLDOVXVSHQVLRQRUUHYRFDWLRQRIWKHOLFHQVH$ODZVXUYH\
RQWKLVWRSLFDSSHDUVDWWKHHQGRIWKLVVHJPHQWRIWKHDSSHQGL[

*&RQWLQXLQJ(GXFDWLRQIRU$JHQWVDQG%URNHUV

,Q JUDQWLQJ LQVXUDQFH DJHQWV DQG EURNHUV OLFHQVHV PRVW VWDWHV DOVR LPSRVH VLJQLILFDQW
FRQWLQXLQJ HGXFDWLRQ VWDQGDUGV WKDW SDUDOOHO LQ REMHFWLYH DQG VFRSH WKH FRQWLQXLQJ
7KHWLPHIUDPHZLWKLQZKLFKWKHFRPSDQ\UHVSRQGVLVLQDFFRUGDQFHZLWKDSSOLFDEOHVWDWXWHV
UXOHVDQGUHJXODWLRQV

5HYLHZ3URFHGXUHVDQG&ULWHULD
5HYLHZFRPSODLQWVWRHQVXUHFRPSDQ\LVPDLQWDLQLQJDGHTXDWHGRFXPHQWDWLRQ'HWHUPLQHLIWKH
FRPSDQ\UHVSRQVHLVWLPHO\7KHH[DPLQHUVKRXOGUHIHUWRVWDWHODZVIRUWKHUHTXLUHGWLPHIUDPH
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HGXFDWLRQ VWDQGDUGV UHFHQWO\ GHYHORSHG E\ WKH VHFXULWLHV LQGXVWU\ WRJHWKHU ZLWK WKH
1$6'$VLQRWKHUDUHDVVHHNLQJXQLIRUPLW\WKH1$,&KDVSURPXOJDWHGWKH$JHQWVDQG
%URNHUV /LFHQVLQJ 0RGHO $FW   8QGHU 6HFWLRQ  RI WKLV PRGHO UHJXODWLRQ OLFHQVHG
DJHQWVPXVWDQQXDOO\VDWLVI\FRXUVHVRUSURJUDPVRILQVWUXFWLRQDSSURYHGE\LQVXUDQFH
FRPPLVVLRQHUVLQHDFKVWDWHDFFRUGLQJWRDPLQLPXPQXPEHURIFODVVURRPKRXUVZKLFK
W\SLFDOO\ LV LQ WKH UDQJH RI  FODVV URRP KRXUV SHU \HDU IRU OLIH DQG DQQXLW\
VDOHVSHUVRQV  7KH FRXUVHV LQFOXGH WKRVH SUHVHQWHG E\ WKH /LIH 8QGHUZULWHU 7UDLQLQJ
&RXQFLO/LIH&RXUVH&XUULFXOXPWKH$PHULFDQ&ROOHJH¶V&KDUWHUHG/LIH8QGHUZULWHUDQG
&KDUWHUHG )LQDQFLDO 3ODQQHU FXUULFXOXP DQG WKH ,QVXUDQFH ,QVWLWXWH RI $PHULFD¶V
SURJUDPV LQ JHQHUDO LQVXUDQFH IRU H[DPSOH  /LNH ),15$¶V LQLWLDO DQG RQJRLQJ
HGXFDWLRQDO UHTXLUHPHQWV IRU UHJLVWHUHG UHSUHVHQWDWLYHV VWDWH LQVXUDQFH UHJXODWRUV
XQGHUVWDQG WKDW WHVWLQJOLFHQVLQJ DQG GHPRQVWUDWLRQ RI FRQWLQXHG FRPSHWHQFH WKURXJK
FRQWLQXLQJ HGXFDWLRQ LV FULWLFDOO\ LPSRUWDQW LQ WKH GLVWULEXWLRQ RI LQVXUDQFH DQG DQQXLW\
SURGXFWV$ODZVXUYH\RQWKLVWRSLFDSSHDUVDWWKHHQGRIWKLVVHJPHQWRIWKHDSSHQGL[

+9DULDEOH&RQWUDFW6WDWXWHV

/LIHLQVXUDQFHFRPSDQLHVDUHDXWKRUL]HGWRLVVXHVHSDUDWHDFFRXQWVIXQGLQJYDULDEOHOLIH
LQVXUDQFH DQG DQQXLW\ FRQWUDFWV XSRQ IXOILOOLQJ D YDULDEOH FRQWUDFW VWDWXWH LQ WKHLU
GRPHVWLF VWDWH ZKLFK W\SLFDOO\ IROORZV WKH 1$,& 0RGHO 9DULDEOH &RQWUDFW /DZ   7KLV
1$,&PRGHOVWDWXWHJLYHVWKHLQVXUDQFHFRPPLVVLRQHUH[FOXVLYHDXWKRULW\WRUHJXODWHWKH
LVVXDQFHDQGVDOHRIYDULDEOHFRQWUDFWVDQGWRLVVXHUXOHVDQGUHJXODWLRQVDSSURSULDWHWR
FDUU\ RXW WKH DFW¶V SXUSRVH  7KLV PRGHO DFW DQG DVVRFLDWHG UHJXODWLRQV WKDW DSSHDU
XQGHUVWDWHLQVXUDQFHODZJLYHVDQDGGLWLRQDOLPSRUWDQWPHDVXUHRIUHJXODWRU\VFUXWLQ\
DQGSXUFKDVHUSURWHFWLRQ

&ROOHFWLYHO\ WKH 1$,& VWDWXWHV DQG UHJXODWLRQV SURYLGH D VLJQLILFDQW QHWZRUN RI
FRPSUHKHQVLYHUHJXODWLRQRYHUPDQ\LPSRUWDQWDVSHFWVDIIHFWLQJWKHPDUNHWLQJDQGVDOH
RIYDULDEOHFRQWUDFWVWKDWFORVHO\UHIOHFWWKHSXUSRVHDQGVFRSHRIDQDORJRXVFRQFHSWVRI
VHFXULWLHVUHJXODWLRQ

,,QVXUDQFH3URGXFHU'DWDEDVH

)URP D PDUNHW FRQGXFW SHUVSHFWLYH OLIH LQVXUHUV KDYH FRPPLWWHG WR D VLQJOH LQGXVWU\
DFFHVVLEOH QDWLRQDO SURGXFHU GDWDEDVH WR IDFLOLWDWH WKHLU DELOLW\ WR WUDFN SHUWLQHQW
LQIRUPDWLRQUHJDUGLQJOLFHQVHGSURGXFHUV$FFHVVWRLQIRUPDWLRQKDYLQJDEHDULQJRQWKH
SURGXFHU¶V EDFNJURXQG TXDOLILFDWLRQV DQG FRPSHWHQF\ LV D YDOXDEOH WRRO WR LQVXUHUV LQ
WKH HPSOR\PHQWDSSRLQWPHQW VFUHHQLQJ SURFHVV  0RUHRYHU ZLGHVSUHDG DYDLODELOLW\ RI
VXFKLQIRUPDWLRQPDNHVLWPRUHGLIILFXOWIRUDSURGXFHUZLWKVLJQLILFDQWGLVFLSOLQDU\KLVWRU\
WRFRQWLQXHLOOHJDORUXQHWKLFDOSUDFWLFHVE\³FRPSDQ\MXPSLQJ´
1,35 1DWLRQDO ,QVXUDQFH 3URGXFHU 5HJLVWU\  LV D QRQSURILW DIILOLDWH RI WKH
1DWLRQDO $VVRFLDWLRQ RI ,QVXUDQFH &RPPLVVLRQHUV 1$,&  ,W ZDV FUHDWHG LQ
2FWREHU  WR GHYHORS DQG RSHUDWH D QDWLRQDO UHSRVLWRU\IRU SURGXFHU OLFHQVH
LQIRUPDWLRQ 3'% DQGWRHVWDEOLVKDQHWZRUNWRIDFLOLWDWHWKHHOHFWURQLFH[FKDQJH
RISURGXFHULQIRUPDWLRQ
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7KH 3URGXFHU 'DWDEDVH 3'%  LV DQ HOHFWURQLF GDWDEDVH FRQVLVWLQJ RI
LQIRUPDWLRQ UHODWLQJ WR LQVXUDQFH DJHQWV DQG EURNHUV SURGXFHUV  DFFHVVLEOH
WKURXJKWKH1,35*DWHZD\RQDVXEVFULSWLRQEDVLVWKURXJKWKH,QWHUQHW,QWHUQHW
3'% OLQNV SDUWLFLSDWLQJ VWDWH UHJXODWRU\ OLFHQVLQJ V\VWHPV LQWR RQH FRPPRQ
V\VWHP HVWDEOLVKLQJ D UHSRVLWRU\ RI SURGXFHU LQIRUPDWLRQ ,QWHUQHW 3'% DOVR
FRQWDLQVRUUHIHUHQFHVSURGXFHULQIRUPDWLRQIURPVRXUFHVVXFKDVWKH5HJXODWRU\
,QIRUPDWLRQ 5HWULHYDO 6\VWHP 5,56  RI WKH 1$,& ,WV GHYHORSPHQW LV EDVHG LQ
SDUWRQWKHEHOLHIWKDWWKHZLGHVSUHDGDYDLODELOLW\RIVXFKLQIRUPDWLRQZLOOPDNHLW
PRUHGLIILFXOWIRUDSURGXFHUZLWKVLJQLILFDQWGLVFLSOLQDU\KLVWRU\WRFRQWLQXHLOOHJDO
RUXQHWKLFDOSUDFWLFHV
7KH 1,35 *DWHZD\ LV DQ HOHFWURQLF FRPPXQLFDWLRQ QHWZRUN WKDW OLQNV VWDWH
LQVXUDQFH UHJXODWRUV ZLWK WKH HQWLWLHV WKH\ UHJXODWH WR IDFLOLWDWH WKH HOHFWURQLF
H[FKDQJH RI SURGXFHU LQIRUPDWLRQ LQFOXGLQJ OLFHQVH DSSOLFDWLRQV DSSRLQWPHQWV
DQG WHUPLQDWLRQV 7R GDWH GDWD VWDQGDUGV KDYH EHHQ GHYHORSHG IRU WKH
H[FKDQJH RI DSSRLQWPHQW DQG QRWIRUFDXVH WHUPLQDWLRQ LQIRUPDWLRQ $OO GDWD
IORZLQJWKURXJKWKH1,35*DWHZD\ZLOOFRQIRUPWRWKHVHVWDQGDUGV
7KURXJK,QWHUQHW3'%LQGXVWU\LVDEOHWRDFFHVVDOOSXEOLFLQIRUPDWLRQUHODWHGWR
D SURGXFHU SURYLGHG E\ SDUWLFLSDWLQJ VWDWHV LQFOXGLQJ OLFHQVLQJ GHPRJUDSKLFV
DQG ILQDO UHJXODWRU\ DFWLRQV 7KH SURGXFW LV GHVLJQHG WR DVVLVW LQVXUHUV LQ
H[HUFLVLQJ GXH GLOLJHQFH LQ WKH PRQLWRULQJ RI DJHQWV DQG EURNHUV WR UHGXFH WKH
LQFLGHQFH RI IUDXG &XUUHQWO\ ,QWHUQHW 3'% FRQWDLQV LQIRUPDWLRQ RQ RYHU 
PLOOLRQSURGXFHUV,QIRUPDWLRQDYDLODEOHLQFOXGHV
o 'HPRJUDSKLFVQDPHGDWHRIELUWKDGGUHVVHV
o /LFHQVH6XPPDU\VWDWHRIOLFHQVHOLFHQVHQXPEHULVVXHGDWHH[SLUDWLRQ

o
o
o

o

GDWH OLFHQVH W\SHFODVV UHVLGHQF\ OLQHV RI DXWKRULW\ VWDWXV VWDWXV
UHDVRQVWDWXVUHDVRQHIIHFWLYHGDWH
&RQWLQXLQJ (GXFDWLRQ&( FRPSOLDQFH LQGLFDWRU &( UHQHZDO GDWH &(
FUHGLWVQHHGHG
&HUWLILFDWHV DQG &OHDUDQFHGDWH LVVXHG LVVXLQJ VWDWH UHFHLYLQJ VWDWH
FHUWLILFDWLRQRUFOHDUDQFHLQGLFDWRU
5HJXODWRU\$FWLRQV6WDWHRIDFWLRQHQWLW\UROHRULJLQRIDFWLRQUHDVRQIRU
DFWLRQ HQWHU GDWH SHQDOW\ILQHIRUIHLWXUH HIIHFWLYH GDWH ILOH UHIHUHQFH
WLPHOHQJWKRIGDWHV
$SSRLQWPHQW ,QIRUPDWLRQ(IIHFWLYH GDWH WHUPLQDWLRQ GDWH UHDVRQV IRU
WHUPLQDWLRQ

&XUUHQWO\DOOVWDWHV'&DQG35SDUWLFLSDWHLQWKH3'%
,QPDQ\UHVSHFWVWKLVSURGXFHUGDWDEDVHSDUDOOHOVWKHSXUSRVHDQGVFRSHRI),15$¶V
&HQWUDO5HFRUGV'HSRVLWRU\RU&5'7KURXJKWKH1,35GDWDEDVHSUREOHPSURGXFHUV
FDQEHWUDFNHGDQGGHWHUUHGIURPWKHLQVXUDQFHEXVLQHVV


Amendments to existing laws and regulations;
New laws, regulations and administrative material; or
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This multi-state survey identifies statutes and regulations that require insurers to inform policyholders of their right to receive a refund of monies paid after
the return of first-issue or replacement life insurance policies, annuity contracts, long-term care insurance policies, and disability income insurance policies
during a free look period. Additionally, the compilation lists the required location of the free look provision and specifies the time limitation for return of a
contract by a policyholder after the contract is delivered. The survey also summarizes provisions governing the refund amount due to policyholders on return
of the policy within the free look period. Note that product exemptions to the replacement requirements are not listed herein but are summarized in the ACLI’s
survey on Replacement of Life Insurance and Annuities. Like other Law Surveys, this survey does not address case law or unpublished positions of state
insurance departments.
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AL Admin. Code
482-1-131-.05

AL Admin. Code
482-1-131-.03

AL Admin. Code
482-1-129-.05

AL Admin. Code
482-1-129-.03

AL Admin. Code
482-1-113-.07 (3)

Life insurance

Individual and group
annuities

Individual and group annuity
contracts, credit life insurance, group
life insurance, life insurance issued in
connection with pension and welfare
plans, or variable life insurance.

Registered/nonregistered variable
annuities or other registered
products; immediate and deferred
annuities containing no
nonguaranteed elements; annuities
used to fund certain pension plans;
nonqualified deferred compensation
arrangements; structured settlement
annuities; charitable gift annuities;
and funding agreements

Any policy subject to long-term care
insurance provisions

Accelerated benefit
provisions of individual and
group life insurance policies
solicited by direct response

AL Admin. Code
482-1-113-.01

In policy

10 days, when
the Buyer’s
Guide is not
delivered prior to
acceptance of
the applicant’s
initial premium
or premium
deposit

15 days, when
Buyer’s Guide
and disclosure
document are
not provided at
or before the
time of
application

30 days

10 days

Notice printed on or
attached to policy

Single premium nonrenewable
policies or contracts

Individual disability
insurance

AL Code §27-19-32

In a disclosure form
provided when the
policy is delivered

30 days

Prominently printed
on 1st page or
attached thereto

Days

Long-term care policies

Provision Location

AL Code §27-19-105
(f)

Does Not Apply to

AL

Applies to

Citation

State
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“Unconditional refund”

Applicant may return
contract “without
penalty”

Premium

Premium

Premium

Refund Amount

AK

State
Replacement of life
insurance and annuities

AL Admin. Code
482-1-133-.02

Long-term care policies

AK Stat. §21.53.050
(a)

AK Bulletin 2011-13

Life insurance and annuities
delivered or issued for
delivery on or after July 1,
2011

AK Stat. §21.45.020

AL Admin. Code
482-1-133-.06

Applies to

Citation

Group and pure endowments, single
premium or term policies, annuity
contracts or life insurance policies
relating to health insurance benefits
or additional benefits in the event of
death by accident or accidental
means

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Refund of all moneys
paid, except refund for
variable life insurance
policy or annuity
contract must equal the
sum of the difference
between premiums paid,
including any policy or
contract fees or other
charges; and amounts
allocated to any separate
accounts under the
policy or contract
Premium

30 days
Prominently printed
on 1st page or
separately attached

Premiums or
considerations, including
policy fees or charges or,
in case of variable or
market value adjustment
policy or contract,
payment of cash
surrender value provided
under policy plus fees
and other charges
deducted from gross
premiums or
considerations or
imposed under such
policy

Refund Amount

10 days (Note:
Division
encourages
insurers to use a
longer than the
minimum 10-day
free look period)

30 days

Days

Prominently printed
on 1st page or
attached thereto

May be included in
Appendix A or C

Provision Location

AZ

State

AZ Rev. Stat. Ann.
§20-1233

Annuity contracts

Replacement of life
insurance policies and
annuities by insurers using
producers

AK Admin. Code tit. 3
§26.805

AK Bulletin 2011-13

Applies to

Citation

Annuity contract supplemental to a
settled annuity providing for
payments in consideration of
accumulations from the original
contract and that is issued only to the
original contract holders

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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10 days or 30
days if the
contract holder is
65 or older on
the date of the
application

30 days

In the policy or
contract

Prominently printed
on or attached to 1st
page

Days

Provision Location

All monies paid; for
variable annuities, sum
of difference between
premiums paid, including
any policy or contract
fees or other charges,
and amounts allocated to
separate accounts under
policy or contract, and
value of amounts
allocated to separate
accounts under policy or
contract on date the
returned policy is
received by insurer or its
producer

Premiums or
considerations, including
any fees or charges. For
a variable or market
value-adjusted life
insurance policy or
annuity contract, the
cash surrender value
plus the fees or other
charges deducted from
the gross premiums or
considerations or
otherwise imposed under
the life insurance policy
or annuity contract.

Refund Amount

State
Group and individual
annuities

AZ Rev. Stat. Ann.
§20-1242.01

Long-term care policies

Individual disability
insurance

Life insurance

AZ Rev. Stat. Ann.
§20-1691.07

AZ Admin. Code
R20-6-501

AZ Admin. Code
R20-6-209 (C)(1)

AZ Rev. Stat. Ann.
§20-1242.02

Applies to

Citation

Annuities, credit life insurance, group
life insurance, life insurance policies
issued in connection with a pension
or welfare plan, or variable life
insurance

One where no provision for renewal is
made

Registered/nonregistered variable
annuities or other registered
products; immediate and deferred
annuities containing no
nonguaranteed elements; annuities
used to fund certain pension plans;
nonqualified deferred compensation
arrangements; structured settlement
annuities

Does Not Apply to
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Premium, policy fees and
other charges paid

Unconditional refund

10 days
(or longer, at
insurer’s option)

10 days, when
the Buyer’s
Guide and a
Policy Summary
are not delivered
prior to
acceptance of
the applicant’s
initial premium
or premium
deposit.

Printed on or
attached to 1st page
or endorsed in a
notice in a prominent
style
In policy or policy
summary

Premium

30 days

Prominently printed
on or attached to 1st
page

Refund Amount
Applicant may return
contract “without
penalty”

Days
15 days, when
Buyer’s Guide
and disclosure
document are
not provided at
or before the
time of
application

Provision Location

AR

State
Replacement of life
insurance policies and
annuity contracts

AZ Rev. Stat. Ann.
§20-1241.01

Individual life, annuity, and
accident & health policies or
contract filings

Long-term care policies

Variable life

AR Code Ann.
§23-79-112 (f)

AR Code Ann.
§23-97-311

AR ADC 054.00.33-IV
(Ark. Rule and
Regulation 33, art. IV,
Sec. 3(a)(5))

AZ Rev. Stat. Ann.
§ 20-1241.05 (E)

AZ Rev. Stat. Ann.
§20-1241.03

Applies to

Citation

Variable life policies, variable
annuities

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Captioned provision
on the cover page or
pages corresponding
to the cover page

Prominently printed
on or attached to 1st
page

Prominently printed
on 1st page of policy
or contract

To extent permitted by
state law refund equals
sum of (i) difference
between premiums paid
including policy fees or
other charges and
amounts allocated to
separate accounts and
(ii) the value of the
amounts allocated to
separate accounts on the
date the return policy is
received by insurer or its
agent. Until state law
authorizes this method,
the amount of the refund
shall be the total of all
premium payments.

Premium

30 days

10 days

Premium

Premiums or
consideration paid,
including policy fees or
charges or, in case of a
variable or market value
adjustment policy,
payment of cash
surrender value plus all
fees and other charges
deducted from gross
premiums or
considerations or
imposed under policy

Refund Amount

At least 10 days
unless policy or
contract specifies
a greater period

30 days

May be included in
notice required
under AZ Rev. Stat.
Ann. §20-1241.03,
subsections C and D
See also AZ Admin.
Code R20-6-212 for
reference to
applicable NAIC
model replacement
notice form.

Days

Provision Location

CA

State

Individual life policies with a
face value less than $10,000
and any renewal

Individual life insurance

CA Ins. Code
§10127.9

Accelerated benefit
provisions in individual life
insurance policies solicited
by direct response methods

AR ADC 054.00.60-8
(Ark. Rule and
Regulation 60,
Sec. 8(C)(b))

CA Ins. Code
§10127.7

Applies to

Citation

Individual life policies subject to
CA Ins. Code §10127.7 and those
issued in connection with credit
transactions or under contractual
policy change or conversion privilege
provision

Individual life policies issued in
connection with credit transactions or
under contractual policy change or
conversion privilege provision

Long-term care insurance

Does Not Apply to
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Printed on or
attached to policy

Printed on or
attached to policy

In a disclosure form
provided when the
policy is delivered

Provision Location

Not less than 10
nor more than
30 days

Not less than 10
nor more than
30 days

10 days

Days

Premium and policy fee,
but for variable
annuities, variable life,
and modified guaranteed
contracts, the owner is
entitled to a refund of
account value and any
policy fee paid. Refund
must be made within 30
days from the date that
the insurer is notified
that the insured has
canceled the policy.

Premium and policy fee
within 30 days from the
date that the insurer is
notified that insured has
canceled the policy for
all policies issued,
amended, or delivered in
this state on or after
January 1, 2011, and
applies to any renewal
thereof. All policies
subject to this section
that are in effect on
January 1, 2011, shall be
construed to be in
compliance with this
section.

Premium

Refund Amount

State
Individual life insurance
policies or annuity contracts
issued or delivered to senior
citizen, 60 years or older

Accelerated benefits
policies, provision,
endorsements or riders
added to life insurance
policies

CA Ins. Code
§10127.10

CA Ins. Code
§10295

Long-term care policies or
certificates

Individual accident and
health policies or contracts

CA Ins. Code
§10232.7

CA Ins. Code §10276

CA Ins. Code
§10295.8

CA Ins. Code
§10295.3

Applies to

Citation

Single premium nonrenewable
policies or contracts

Group long-term care policies

Health, accident, or long-term
care insurance

Individual life policies issued in
connection with a credit transaction
or under contractual policy change or
conversion privilege provision,
employer group annuity contracts
and group term life insurance

Does Not Apply to
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30 days

Not less than 10
nor more than
30 days

Printed on or
attached to policy or
contract

30 days

Prominently
printed or
attached to policy,
certificate, rider or
endorsement; for
solicitation by
direct response,
disclosure form
provided with
application

Prominently printed
on or attached to 1st
page of policy or
certificate

Not less than 30
days

Days

On cover page or
policy jacket in 12point bold print with
one-inch space on all
sides or on sticker
affixed to cover page
or policy jacket

Provision Location

Premium

Premium and policy fee
must be refunded within
30 days of receipt of
returned policy.

Premium; if purchased
as endorsement or
rider at same time as
base life insurance
policy, then
endorsement or rider
may be returned
within 30 days and
underlying life
insurance policy is
otherwise subject to
code.

Premium and policy fee
for individual life and for
variable contracts for
which the owner did not
direct that the premium
be invested in mutual
funds during the
cancellation period.
Account value refunded
for variable annuities for
which the owner directed
the premium be invested
in mutual funds during
cancellation period.
Refund must be within
30 days from the date
that the insurer is
notified that the insured
has canceled the policy.

Refund Amount

CO

State

Replacement of life
insurance policies and
annuity contracts by
insurers using agents

CA Ins. Code
§10509.6 (d)

CO Rev. Stat. Ann.
§10-19-111

CO Rev. Stat. Ann.
§10-7-307

Applicable to long-term care
insurance applicants; notice
requirements applicable to
long-term care insurance
policies and certificates

Life insurance policies

Individual investment
annuities

10 CCR §2522.8
(a)(3)(G)

CO Rev. Stat. Ann.
§10-7-302 (1)(g)

Applies to

Citation

Reinsurance, group insurance, pure
endowments, annuities or
reversionary annuity contracts,
certain term policies; policies which
provide no guaranteed nonforfeiture
or endowment benefits, for which no
cash surrender value or present value
of any paid-up nonforfeiture benefit,
at the beginning of any policy year
exceeds 2-1/2% of the amount of
insurance at the beginning of the
same policy year; and policies shall
delivered outside the state through
an agent

See ACLI’s Replacement Law Survey
for list of exemptions.
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Prominently printed
on or attached to 1st
page

30 days

15 days

30 days

In policy or separate
written notice
delivered with policy

Prominently printed
on or attached to 1st
page

All annuity purchase
contributions

10 days

Printed on
application

Premium

Premium, but for
variable life insurance
the policyholder is
entitled to a refund of
the account value plus
any policy fee or charge
deducted from the
policy.

Premium and policy fee,
but for variable
annuities, variable life,
and modified guaranteed
contracts, the owner is
entitled to a refund of
account value and any
policy fee paid. Refund
must be made within 30
days from the date that
the insurer is notified
that the owner has
canceled the policy.

Refund Amount

Days

Provision Location

CT

State

Registered or non-registered variable
annuities or other registered
products; immediate and deferred
annuities that contain no nonguaranteed elements; annuities used
to fund certain pension plans;
structured settlement annuities,
charitable gift annuities, and funding
agreements

Replacement of life policies
or annuity contracts by
insurers that use producers

All group and individual
annuity contracts and
certificates, including certain
annuities used to fund a plan
or arrangement that is
funded solely by
contributions an employee
elects to make whether or a
pre-tax or after-tax basis

3 CO ADC INS 4-1-4,
Sections 7(A)(4) and
3(B)

3 CO ADC INS 4-1-12,
Section 5

10 days

30 days

Printed on or
attached to policy
Printed on or
attached to policy

Prominently printed
on or attached to 1st
page

Accelerated benefits policy
with a rider providing for
additional premium
payments with an effective
date subsequent to the
effective date of the life
insurance policy
Individual long-term care
insurance, including that
issued pursuant to direct
response solicitation

CT ADC §38a-457-5
(c)(6)

CT ADC §38a-501-11
(g)

10 days

15 days where
the Buyer’s
Guide and
disclosure
document are
not provided at
or before the
time of
application

30 days

Days

Individual life policies

Notice may be
included in Appendix
A or C.

Provision Location

CT Gen. Stat. Ann.
§38a-436
Long-term care policies

See ACLI’s Replacement Law Survey
for list of exemptions.

Applies to

Citation

Does Not Apply to
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Premium

Not specified. Rider shall
be void ab initio.

Premiums

Premiums or
considerations paid,
including any policy fees
or charges, but for
variable or market value
adjustment policy the
owner is entitled to
payment of the cash
surrender value plus the
fees and other charges
deducted from the gross
premiums.

Refund Amount

State
Individual variable life
insurance policies

CT ADC §38a-433-4
(c)(1)(E)

Individual accident and
sickness policies

Individual fixed annuities
and individual modified
guaranteed life insurance
Individual variable annuities
and individual modified
guaranteed annuities

CT ADC §38a-505-10
(A)(7)

CT Bulletin PF-19
(June 11, 1990)

CT Bulletin PF-19
(June 11, 1990)

CT Bulletin PF-19
(June 11, 1990)

CT ADC §38a-433-2
(s)

Applies to

Citation

Single premium non-renewable
policies

Does Not Apply to
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Prominently printed
on or attached to 1st
page

Captioned provision
on cover page or
pages corresponding
to cover page of
policy

Provision Location

A) Total premiums if
cancellation is made
prior to actual delivery of
contract; or B) An
amount equal to the sum
of (a) difference between
premiums paid including
any policy fees or other
charges and amounts
allocated to any separate
accounts and (b) value
of amounts allocated to
any separate accounts,
on the date the returned
policy is received by the
insurer or its agent

Premiums

10 days

10 days

Premium

To extent permitted by
state law refund equals
the sum of (i) difference
between premiums paid
including policy fees or
other charges and
amounts allocated to
separate accounts and
(ii) the value of the
amounts allocated to
separate accounts on
date returned policy is
received by insurer or its
agent. Until state law
authorizes this method,
amount of refund shall
be total of all premium
payments.

Refund Amount

10 days

10 days

Days

DE

State

Annuities, credit life, group life, life
insurance policies issued in
conjunction with certain pension and
welfare, variable life insurance under
which death benefits and cash values
vary in accordance with unit values of
investments held in separate
accounts
See ACLI’s Replacement Law Survey
for list of exemptions.

Life insurance

Replacement of life
insurance and annuities by
insurers that use agents or
brokers

18 DE ADC 1203

18 DE ADC 1204-7.0
(7.4)

See ACLI’s Replacement Law
Survey for list of exemptions.

Long-term care policies

Replacement of life
insurance and annuities
by insurers that use
producers

CT ADC §38a-435-5
(a)(4)

Does Not Apply to

DE ST TI 18 s7105 (f)

Applies to

Citation
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In policy or separate
written notice
delivered with policy

In policy or policy
summary

Prominently printed
on or attached to 1st
page

May be included in
notice described in
Appendix A or C

Provision Location

20 days

10 days (If no
unconditional
refund
provision/offer,
Buyer’s Guide
and Policy
Summary must
be provided.)

30 days

10 days

Days

Premium

Not specified

Premium

Premium/
consideration,
including any policy
fees/charges or, in
the case of a variable
or market value
adjustment policy or
contract, cash
surrender value plus
fees and charges

Refund Amount

Prominently printed
on or attached to 1st
page

Individual long-term care
policies

FL Stat. Ann
§627.9407 (8)

69 FL Admin. Code
Ann. 69O-157.018
Repealed. Effective
Jan. 28, 2013.

Cover page of
contract

Fixed and variable annuities

FL Stat. Ann §626.99
(4)(b) and (c)

30 days

21 days

14 days (If no
unconditional
refund
provision/offer,
Buyer’s Guide
and a Policy
Summary must
be provided.)

Premium

Fixed annuitiesPremiums, contract
fees and charges;
Variable annuities cash surrender value,
plus fees and charges
or premiums paid

“Unconditional refund”

“Unconditional refund”

Premium

30 days

Prominently printed
on or attached to
1st page
In policy or policy
summary

Premium

Refund Amount

Either within 45
days of date of
execution of the
application or
within 10 days of
receipt of policy
by policyholder,
whichever is
later

Days

Captioned provision
on cover page or
pages corresponding
to cover page of
policy

Provision Location

Life insurance policies

Annuities, credit life, group life, life
insurance policies issued in
conjunction with certain pension and
welfare plans, variable life insurance
under which death benefits and cash
values vary in accordance with unit
values of investments held in
separate accounts

Does Not Apply to

FL Stat. Ann §626.99
(4)(a)

Long-term care policies

DC Code Ann.
§31-3605 (d)(2)

FL

Variable life insurance

DC Mun. Regs.
tit. 26-A §2712 (a)(5)

DC

Applies to

Citation

State
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GA

State

Replacement of life
insurance and annuities,
including tax sheltered
annuities and life insurance
that qualifies as tax
sheltered annuity

69 FL Admin. Code
Ann. 69O-151.003

30 days

Prominently printed
on or attached to 1st
page

Individual long-term care
policies, including direct
response solicitation
Individual accident and
sickness policies

GA Code Ann.
§33-42-6 (f)

GA Code Ann.
§33-29-11

Single premium nonrenewable
policies or contracts

Printed on or
attached to policy or
contract

10 days

Printed on or
attached to contract

Group annuity contracts

Annuities, reversionary
annuities, pure endowment
contracts

GA Code Ann.
§33-28-6 (a)

10 days

10 days

Printed on or
attached to contract

Industrial life policies

GA Code Ann.
§33-26-4

10 days

Individual life policies

Printed on or
attached to contract

10 days

Notice in a
prominent place
printed or stamped
on or attached to
policy
10 days (If no
unconditional
refund
provision/offer,
Buyer’s Guide
and a Policy
Summary must
be provided.)

Days

Provision Location

GA Code Ann.
§33-25-8

69 FL Admin. Code
Ann. 69O-151.007
(3)(d)
Individual life policies issued in
connection with a credit transaction

See ACLI’s Replacement Law Survey
for list of exemptions.

Individual disability
insurance policies

69 FL Admin. Code
Ann. 69O-154.003

69 FL Admin. Code
Ann. 69O-151.004

Single premium non-renewable
policies or contracts or travel
accident policies or contracts

Applies to

Citation

Does Not Apply to
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Premium

Premium

Premium

Premium

Premium

“Unconditional refund”

Premium

Refund Amount

HI

State

HI Rev. Stat. Ann.
§431:10-214

GA Comp. R. & Regs.
120-2-24-.07

GA Comp. R. & Regs.
120-2-24-.04,

Single premium nonrenewable
policies or travel accident policies

Replacement of life
insurance

GA Comp. R. & Regs.
120-2-24-.08 Exhibit
A;

Individual life policies,
individual accident and
health or sickness policies

See ACLI’s Replacement Law Survey
for list of exemptions.

Individual deferred annuities
and group annuities and
deposit funds (i.e.
arrangements under which
amounts to accumulate at
interest are paid in addition
to life insurance premiums
or annuity considerations
under provisions of
individual life insurance
policies or annuity contracts)

GA Comp. R. & Regs.
120-2-73-.02

GA Comp. R. & Regs.
120-2-73-.05

1. Individual deferred annuities and
group annuities which are: (i)
variable annuities; (ii) registered with
the Federal SEC; (iii) contracts with
variable annuity features available at
option of contract owner; 2. group
annuity contracts whose cost is borne
in whole or in part by the annuitant's
employer or association; 3.
immediate annuity contracts; 4.
policies issued in connection with
certain pension plans; 5. individual
retirement accounts and Sec. 408
individual retirement annuities; 6. a
single advance payment of specific
premiums equal to the discounted
value of such premiums; and 7.
certain policyholder deposit accounts.

Applies to

Citation

Does Not Apply to
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Printed on or
attached to policy in
10-point bold type

10 days

Not specified

10 days (If no
unconditional
refund
provision/offer,
Buyer’s Guide
and a Policy
Summary must
be provided prior
to accepting
initial annuity
consideration.)

In policy or contract
or in contract
summary

In Replacement
Notice (Exhibit A)

Days

Provision Location

Premium, but insurer
may be reimbursed for
actual medical
examination expenses
incurred in processing
policy, provided notice
includes such statement.

Not specified

“Unconditional refund”

Refund Amount

State
Annuities

Solicitation for an annuity
contract provided in other
than a personal meeting

Long-term care policies

Replacement of life
insurance and annuities by
insurers that use producers

HI Rev. Stat. Ann.
§431:10D-603

HI Rev. Stat. Ann.
§431:10D-603 (b)

HI Rev. Stat. Ann.
§431:10H-111

HI Rev. Stat. Ann.
§431:10D-501

HI Rev. Stat. Ann.
§431:10D-505 (a)(4)

Applies to

Citation

See ACLI’s Replacement Law Survey
for list of exemptions.

Group long-term care policies issued
to employer or labor organization

Solicitation for an annuity contract
provided in other than a personal
meeting

Does Not Apply to
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30 days

Premium/consideration,
including policy
fees/charges, or, in case
of variable or market
value adjustment policy,
cash surrender value
plus all fees and charges
deducted from the gross
premiums or
considerations; provided
that such notice may be
included in forms
approved by the
commissioner

Premium

30 days

Prominently printed
on or attached to 1st
page
In policy or contract
owner notice

Not specified

Applicant may return
contract without penalty

15 days, when
Buyer’s Guide
and disclosure
document are
not provided at
or before the
time of
application
Not specified

Refund Amount

Days

Solicitation must
include statement
that prospective
applicant may
contact the
insurance division for
a free buyer's guide

Provision Location

Replacement of life and
annuities by insurers that
use agents or brokers

ID Admin.
Code 18.01.41.014

IL

Individual health insurance
policies

ID Code
§41-2138

Director may by rule exempt specific
types of policies
Director may by rule exempt specific
types of policies

Individual life insurance

Industrial life insurance

Individual long-term care
policies, including direct
response

215 ILCS 5/229
(1)(m)

215 ILCS 5/351A-7

See ACLI’s Replacement Law Survey
for list of exemptions.

215 ILCS 5/224
(1)(n)

ID Code §41-4603
(4)(a)
Nonrenewable accident policies and
individual credit health insurance
policies

Long-term care certificate issued to
specified employer groups defined in
§ 41-4603(4)(a)

Long-term care policies,
including those issued
pursuant to direct response
solicitation

ID Code §41-4605 (6)

ID Code §41-1901

Group life insurance; group
annuities; reinsurance

Life insurance policies and
annuity contracts

ID Code §41-1935 (1)

Does Not Apply to

ID

Applies to

Citation

State
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30 days

10 days

Provision or notice
attached to policy
Prominently printed
on or attached to 1st
page

10 days

20 days

In policy or in
separate written
notice delivered with
policy
Provision or notice
attached to policy

10 days

30 days

20 days

Days

Captioned in policy
or separate rider
attached to policy
when delivered, or
notice of provision
printed or stamped
on face page

Prominently printed
on or attached to 1st
page

In policy or contract
under appropriate
caption and if not so
printed on face page
of policy, printed or
stamped
conspicuously on
face page

Provision Location

Premium

Premium and policy fees

Premium and policy fees

Premium

Premium

Premium

Premium

Refund Amount

IN

State

Annuity contracts

Individual long-term care
policies

IN Code Ann.
§27-8-12-12

Replacement of life
insurance

215 ILCS 5/224 (2)

IN Code Ann.
§27-1-12.6-5

Individual accident and
health insurance policies

215 ILCS 5/355a
(5)(a)

Individual life insurance and
individual variable life
insurance

Annuities and pure
endowment contracts

215 ILCS 5/226
(1)(h)

IN Code Ann.
§27-1-12-43

Applies to

Citation

Contracts issued in connection with a
pension, annuity, or qualifying profitsharing plan, if participation is a
condition of employment

Credit life insurance

Industrial life, group life, annuities,
pure endowments, reinsurance

Single premium nonrenewal policies

Reversionary annuities, survivorship
annuities, or annuities contracted by
employer on behalf of his employees

Does Not Apply to
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10 days

30 days

Conspicuously placed
on face page of the
contract

Prominently printed
on or attached to 1st
page

Premium

Value of variable annuity
account or the monies
paid by the purchaser to
a fixed account in
connection with the
issuance of the contract

All money paid by the
policyholder

Premium

20 days
In policy or separate
notice delivered with
policy

10 days

Premium

10 days

Notice prominently
printed on first page
or attached to policy

Prominently printed
on 1st page

Premium, including
contract fees or charges.
For a variable annuity, a
refund equal to sum of
(i) difference between
premiums paid including
contract fees or other
services and amounts
allocated to separate
accounts and (ii) cash
value or, if contract does
not have cash value, the
reserve for contract, on
date return contract is
received by insurer or
agent

10 days

Provision or notice
attached to contract

Refund Amount

Days

Provision Location

IA

State

Individual sickness and
accident insurance policies

Individual life insurance or
annuity

Group and individual
annuities

IA Code Ann.
§514A.3 (1)(m)

IA Admin. Code
191-15.9 (507B)

IA Admin. Code
191-15.62 (507B)

IA Admin. Code
191-15.64 (507B) (3)

Individual long-term care
policies

IA Code Ann.
§514G.105 (4)

760 IN Admin Code
1-16.1-6

Registered or nonregistered variable
annuities or other registered
products; immediate and deferred
annuities that contain no
nonguaranteed elements; annuities
used to fund certain pension plans;
structured settlement annuities; and
charitable gift annuities

Annuity can be returned
“without penalty.”

15 days, when
Buyers Guide
and disclosure
document are
not provided at
or before time of
application

Premium

Premium but if
transaction involved a
variable product, amount
to be refunded shall be
determined according to
policy language.

10 days

Prominently printed
on or attached to 1st
page

Premium

Premium

Premium

Premium

Premium

Refund Amount

10 days

30 days

Prominently printed
on or attached to 1st
page

20 days

In policy or separate
written notice
delivered with policy

See ACLI’s Replacement Law Survey
for list of exemptions.

Replacement policies

760 IN Admin. Code
1-16.1-4

30 days

Prominently printed
on 1st page

IN Code Ann.
§27-8-5-20 (b)

Direct response policies

30 days

Days

Direct response accident and
health insurance policies

Individual accident and
health insurance policies

IN Code Ann.
§27-8-5-20 (a)

Printed on or
attached to 1st page

Provision Location

10 days

Long-term care policy or
certificate issued pursuant to
direct response solicitation

IN Code Ann.
§27-8-12-13

Does Not Apply to

Prominently printed
on 1st page

Applies to

Citation
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State
Applies to
Variable life insurance

Replacement life insurance
and annuities by insurers
that use producers

Citation

IA Admin. Code
191-33.4(508A)
(3)(a)(5)

IA Admin. Code
191-16.26(507B)
(1)(d)

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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May be included in
Appendix A or C

Captioned provision
on cover page or
pages corresponding
to cover page of
policy

Provision Location

30 days

10 days

Days

Premium/consideration,
including policy fees or
charges or, in the case
of a variable or market
value adjustment policy,
payment of the cash
surrender value provided
plus the fees and
charges deducted from
the gross premiums or
considerations or
imposed under such
policy or contract

Refund equal to the sum
of: 1) difference
between premiums paid
including any policy fees
or other charges and
amounts allocated to
separate accounts; and
2) value of amounts
allocated to separate
accounts, on the date
returned policy is
received by insurer or
agent

Refund Amount

Individual life policies and
annuity contracts

Individual accident and
health insurance

Long-term care policies or
certificates

KS Admin. Regs.
40-2-15

KS Admin. Regs.
40-4-22

KS Admin. Regs.
40-4-37f (b)

KS

Applies to

Citation

State

Travel accident policies

Does Not Apply to
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Premium, but for
variable life insurance
and annuities, a refund
equal to sum of: (i)
difference between
premiums paid, including
policy fees or other
charges and amounts
allocated to separate
accounts; and (ii) value
of amounts allocated to
separate accounts on
date returned policy is
received by insurer or its
agent
Premium

Premium refunded within
10 business days
following receipt of
returned policy by
insurer or its agent

10 days

30 days

Notice shall be
printed on or
attached to 1st page
of policy in not less
than 10 point type
and in bold face type
or in some other
manner that
distinguishes it from
the print otherwise
appearing in the
policy
Notice printed on or
attached to 1st page
in bold face type or
other manner
distinguishing it from
other print

Refund Amount

10 days

Days

Printed on or
attached to 1st page
of policy in not less
than 10-point bold
print or in some
distinguishable
manner from other
policy print

Provision Location

KY

State

Long-term care policies

Individual health insurance
policies

KY Rev. Stat. Ann.
§304.14-615 (6)

KY Rev. Stat. Ann.
§304.17-170

KY Rev. Stat. Ann.
§304.15-050 (2)

KY Rev. Stat. Ann.
§304.15-040

Life insurance and annuity
contracts

Replacement of life
insurance and annuities

KS Admin. Regs.
40-2-12 (f)(4)(A)

KY Rev. Stat. Ann.
§304.15-010

Applies to

Citation

Nonrenewable accident policies

Group long-term care policies as
defined in KY Rev. Stat. Ann
§304.14-600 (5)(a)

Reinsurance, group life insurance,
group annuities, credit life, and
policies issued under tax qualified
pension plans

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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30 days

10 days

Printed on face page
or filing back of
policy or in separate
rider attached to
policy when
delivered; or notice
of provision printed
or stamped on face
page or filing back

10 days

20 days

Days

Prominently printed
on or attached to 1st
page

In policy

In policy or separate
written notice

Provision Location

Premium

Premium

Premium

Premium, except as
provided in KS Admin.
Regs. 40-2-15 with
respect to adjustments
necessary to reflect
investment risk on
variable annuity
contracts and variable
life insurance polices

Refund Amount

LA

State

Replacement of life
insurance and annuities

KY Rev. Stat. Ann.
§304.12-030

LA Rev. Stat. Ann.
§22:931 (A)(10)
and (C)

Individual life insurance
policies

Variable life insurance

806 KY Admin. Regs.
15:030, Section
3(3)(a)(5)

806 KY Admin. Regs.
12:080, Section
5(1)(d)

Applies to

Citation

Trip travel insurance policies which
by their terms are not renewable,
industrial life policies, group life
policies, service insurance

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Prominently printed
on or attached to life
policies

Replacing insurer
must agree in
writing with insured.

Captioned provision
on cover page or
pages corresponding
to cover page of
each policy

Provision Location

10 days

30 days

10 days

Days

Premium

Premiums or
considerations paid,
including any policy fees
or charges, or in the
case of a variable or
market adjustment
policy or contract, a
payment of cash
surrender value plus fees
and other charges
deducted from gross
premiums or
considerations or
imposed under policy or
contract

To the extent permitted
by state law, refund
equals sum of (i)
difference between
premiums paid including
policy fees or other
charges and amounts
allocated to separate
accounts; and (ii) the
value of the amounts
allocated to separate
accounts, on the date
the returned policy is
received by the insurer
or its agent. Until state
law authorizes this
method, the amount of
the refund is the
premium.

Refund Amount

State
Does Not Apply to
Survivorship annuities, or group
annuity contracts, charitable gift
annuities

Travel insurance policies

Applies to
Annuities or pure
endowment contracts

Individual health insurance if
such policy was solicited by
deceptive advertising or
negotiated by deceptive,
misleading, or untrue
statements of insurer or any
agent on behalf of insurer
Long-term care policies

Variable life insurance

Citation

LA Rev. Stat. Ann.
§22:951 (A)(8)(a)

LA Rev. Stat. Ann.
§22:973 (7)(a)

LA Rev. Stat. Ann.
§22:1186 (F)

LA Admin. Code
37:XIII.8305
(A)(3)(a)(i)(e)
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Captioned provision

Prominently printed
on or attached to 1st
page

Prominently printed
on or attached to
policy

Prominently printed
on or attached
thereto

Provision Location

10 days

30 days

10 days

10 days

Days

To extent permitted by
state law, refund equals
sum of: (i) difference
between premiums paid
including policy fees or
other charges and
amounts allocated to
separate accounts; and
(ii) value of amounts
allocated to separate
accounts, on date the
returned policy is
received by insurer or its
agent. Until state law
authorizes this method,
the amount of refund is
the premium.

Premium

Premium

Premium

Refund Amount

ME

State
Replacement of life
insurance and annuities by
insurers that use producers

LA Admin. Code
37:XIII.8905,

Individual life insurance
policies

Individual health insurance
policies

Long-term care policies

ME Rev. Stat. Ann.
tit. 24-A §2515-A

ME Rev. Stat. Ann.
tit. 24-A §2717

ME Rev. Stat. Ann.
tit. 24-A §5075 (4)

LA Admin. Code
37:XIII.8911 A(5)

Applies to

Citation

Nonrenewable accident policies and
individual credit health insurance
policies

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Premium

Premium

10 days

30 days

In policy or in
separate rider
attached thereto;
provision set forth in
policy under
appropriate caption
and, if not printed on
face of policy,
adequate notice
stamped or printed
conspicuously on
face page
Prominently printed
on or attached to 1st
page

Premium

Premiums or
considerations, including
policy fees or charges, or
for variable or market
adjustment policy a
payment of: (i) the cash
surrender value; and
(ii) the fees and charges
deducted from the gross
premiums or
considerations or
imposed under the
policy.

Refund Amount

10 days

30 days

Days

In policy or in
separate rider
attached thereto;
provision set forth in
policy under
appropriate caption
and, if not printed on
face of policy,
adequate notice
stamped or printed
conspicuously on
face page

Notice may be
included in
Appendix A or C.

Provision Location

MD

State

MD Code Ann.
Insurance §15-201
(h)

MD Code Ann.
Insurance §16-105
(b)

MD Code Ann.
Insurance §16-101

Code ME R. 02-031
Ch. 919 §5 (A)(4)

Code ME R. 02-031
Ch. 919 §1 (C)

Individual health insurance
policies

Life insurance policies and
annuity contracts

Replacement of life
insurance and annuities

Individual and group
annuities

Code ME R. 02-031
Ch. 915 §3

Code ME R. 02-031
Ch. 915 §5 (A)(3)

Applies to

Citation

Reinsurance, group life insurance,
group annuities, contracts issued to
an employee in connection with the
funding of a pension annuity, certain
retirement plans or profit-sharing
plan if participation is a condition or
employment

See ACLI’s Replacement Law Survey
for list of exemptions.

Registered or non-registered variable
annuities or other registered
products; immediate and deferred
annuities that contain no
nonguaranteed elements; annuities
used to fund certain pension plans;
structured settlement annuities; and
funding agreements.

Does Not Apply to
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Prominently printed
on or attached to
face of policy

Attached to or
prominently printed
on face of policy or
contract

10 days

10 days

30 days

15 days, when
Buyer’s Guide
and disclosure
document are
not provided at
or before time of
application

A prominent notice
of the free look
period shall be
provided to the
applicant.

Notice may be
included in Appendix
A or C.

Days

Provision Location

Pro rata premium for
unexpired term

Pro rata premium for the
unexpired term of the
policy or annuity
contract

Premiums or
considerations paid,
including policy fees or
charges or, in case of
variable or market value
adjustment policy or
contract, payment of
cash surrender value
plus fees and other
charges deducted from
gross premiums or
considerations or
imposed under policy or
contract

Return of annuity
contract “without
penalty”

Refund Amount

State
Long-term care policies

Variable life insurance

Long-term care policies

Individual deferred annuities
or deposit funds accepted in
conjunction with individual
life insurance policies or with
annuity contracts that are
subject to chapter

MD Code Ann.
Insurance §18-119

MD Regs. Code
31.09.02.04 (D)(1)(e)

MD Regs.
Code 31.14.01.04 (J)

MD Regs. Code
31.15.04.03

MD Regs. Code
31.15.04.05

Applies to

Citation

Prominently printed
on 1st page of policy

In contract or policy
or in contract
summary

Certain employer-paid group annuity
contracts; variable annuities,
investment annuities; Immediate
annuity contracts; a single advance
payment of specific premiums equal
to the discounted value of these
premiums; a policyholder's deposit
account established primarily to
facilitate payment of regular
premiums

Captioned provision
on cover page or
pages corresponding
to cover page

In policy

Provision Location

Employer-employee group policies,
cafeteria plan issued under § 125 of
the Internal Revenue Code

Plans under § 125 of the Internal
Revenue Code (cafeteria plans)

Does Not Apply to
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10 days, when
contract
summary is not
provided before
accepting
applicant's initial
consideration for
annuity contract

“Unconditional refund”

Premium

Premium

45 days on date
of execution of
application; or
within 10 days of
receipt by
policyholder,
whichever is
later
30 days

Premiums paid, all
moneys to be refunded
within 30 business days
after receipt of notice of
surrender

Refund Amount

30 days

Days

MI

MA

State
Replacement of life
insurance and annuities by
insurers using producers

MD Regs.
Code 31.09.05.02 (B)

MI Comp. Laws Ann.
§500.4015

Group insurance, reinsurance,
industrial life policies, annuities

Contained in policy
on front page,
printed or stamped
and made a
permanent part of
policy

In policy or in
separate written
notice delivered with
policy

Replacement of life
insurance and annuities by
insurers using agents or
brokers

211 CMR 34.06 (1)(d)

Individual life insurance

10 days

Captioned on cover
page

Variable life insurance
policies

211 CMR 95.08 (1)(g)

MI Comp. Laws Ann.
§500.4000
(1) and (2)

10 days

Not specified

Individual accident and
sickness policies

211 CMR 42.05 (1)(e)

10 days

20 days

10 days

30 days

Days

Printed on or
attached to policy

In notice to owner of
policy or contract

Provision Location

Individual life policies with
face amount less than
$25,000

See ACLI’s Replacement Law Survey
for list of exemptions.

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to

MA Gen. Laws Ann.
ch. 175 §187H

MD Regs. Code
31.09.05.06 (A)(5)

Applies to

Citation

Page 230 of Appendix

Premium, including
policy fees or charges

Premium

Premium

Not specified

Premium

Premiums or
considerations, including
policy fees or charges,
but for variable life
insurance policy or
variable annuity
contract, a payment of:
(i) cash surrender value;
and (ii) fees and charges
deducted from gross
premiums or
considerations or
imposed under the
variable life insurance
policy or variable annuity
contract, including
surrender charges

Refund Amount

State
Annuity contracts

Disability insurance

Individual and group
disability insurance for
people eligible for Medicare

Long-term care insurance,
including direct response

Variable life insurance

MI Comp. Laws Ann.
§500.4073

MI Comp. Laws Ann.
§500.3409 (1)

MI Comp. Laws Ann.
§500.3409 (2)

MI Comp. Laws Ann.
§500.3943

MI Admin.
Code 500.850 (a)(iv)

MI Bulletin 92-01

Applies to

Citation

Captioned provision
on the cover page or
pages corresponding
to the cover page

Prominently printed
on 1st page and in
summary of
coverage

Premium, including
policy fees or charges
but if cancelled after the
30-day period, a pro rata
share of the premium is
refunded
Premium

Premium

30 days

30 days

Within 45 days
of the execution
of the application
or within 10 days
of receipt,
whichever is
later

Premium, including
policy fees or charges
but if cancelled after the
10-day period, a pro rata
share of the premium is
refunded

10 days

Contained in policy
on front page,
printed or stamped
and made a
permanent part of
policy
Printed or stamped
on front page and
made a permanent
part of policy

Premium, including
policy fees or charges

10 days

Contained in policy
on front page,
printed or stamped
and made a
permanent part of
policy

Policies or contracts issued to an
employee in connection with the
funding of a pension, annuity, or
qualified profit-sharing plan if
participation is condition of
employment
Group and blanket

Refund Amount

Days

Provision Location

Does Not Apply to
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In policy or contract
or in a separate
written notice
delivered with policy
or contract

Replacement of life
insurance and annuities

MN Stat. Ann.
§61A.53

MN Stat. Ann.
§61A.57 (d)

MN Stat. Ann.
§61A.54

Premium

Refund as required by
state law (see
MN Stat. Ann. §72A.51)

10 days
Captioned provision
on cover page or
pages corresponding
to cover page

Variable life insurance

Minn. R. 2750.1300
(A)(5)

30 days

Premium

MN Stat. Ann.
§72A.52

MN Stat. Ann.
§72A.51
(Subdivision 3)

30 days

Premium, but for
variable annuity, a
refund equal to sum of
(i) difference between
premiums including
contract fees or other
charges and amounts
allocated to separate
accounts and (ii) cash
value, or, if no cash
value, reserve for the
contract, on date
returned contract is
received by insurer or its
agent.

Refund Amount

Prominently printed
on 1st page

A minimum of 10
days; a
minimum of 30
days if the policy
is a replacement
policy.
(See MN Bulletin
2007-2 for
explanation of
inconsistencies
between
replacement
policy provisions
in MN Stat. Ann.
§72A.52 and
MN Stat. Ann.
§61A.57.)

Days

Long-term care policies on
nongroup basis, including
direct response

Provision Location

MN Stat. Ann.
§62A.50
(Subdivision 2)

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
Include a notice,
clearly and
conspicuously in
minimum 10-point
bold face type in
contract and it must
include certain
elements listed in
MN Stat. Ann.
§72A.52

MN Stat. Ann.
§60A.06 (4)

MN

Applies to
Life and endowment
insurance; annuities; and, in
such contracts, or in
contracts supplemental
thereto, additional benefits
in event of death of the
insured by accidental
means, total permanent
disability of the insured, or
specific dismemberment or
disablement suffered by the
insured, or acceleration of
life or endowment or annuity
benefits in advance of the
time they would otherwise
be payable

Citation

State
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Captioned provision
on cover page or
pages corresponding
to cover page of
policy

Prominently printed
on or attached to 1st
page

Long-term care

MS ADC INS LA&H
90-102
Rule 8.06 (D)

Printed on or
attached to policy

Variable life insurance

Travel and nonrenewable accident
policies

Printed on or
attached to policy

Provision Location

MS ADC INS 84-101
Rule 5.05 (C)(1)(e)

[Note that the classification
of a life insurance company
in MS Code Ann. §83-19-1
includes the definition of an
insurance contract as one
for the “payment of
endowments or annuities.”]

Individual life insurance

Does Not Apply to

Individual accident and
health policy or service
contract

MS Code Ann.
§83-7-51

MS

Applies to

MS Code Ann.
§83-9-25

Citation

State
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30 days

10 days

10 days

10 days

Days

Premium

To the extent permitted
by state law, the refund
equals the sum of (i) the
difference between
premiums paid including
policy fees or other
charges and the
amounts allocated to
separate accounts; and
(ii) the value of the
amounts allocated to
separate accounts, on
the date the returned
policy is received by the
insurer or its agent. Until
state law authorizes this
method, the amount of
the refund is the
premium.

Premium

Premium

Refund Amount

MO

State

In policy

Group policies; life policies issued to
college students; single premium
short duration travel coverage;
certain graded benefit life policies

Individual life insurance and
annuities and all mass
marketed or individually
solicited group life insurance
or annuity certificates for
which the insured pays the
entire premium

20 MO Code
Regs. 400-1.010
(1)(D)

10 days

30 days

Prominently printed
on or attached to 1st
page

Certain employer group long-term
care policies as defined in MO Ann.
Stat. §376.1100 (2)(4)(a)

At least 10 days
(If no
unconditional
refund
provision/offer
the insurer shall
provide to all
prospective
purchasers a
Buyer's Guide
and a Policy
Summary prior
to accepting
applicant's
premium or
premium
deposit.)

30 days

Days

In policy or policy
summary

May be included in
Appendix A.

Provision Location

Long-term care policies

Annuities, credit life insurance, group
life insurance policies issued in
connection with pension and welfare
plans as defined by and subject to
ERISA, variable life insurance where
death benefits and cash values vary
in accordance with unit values of
investments held in a separate
account

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to

MO Ann. Stat.
§376.1109 (11)

MO Ann. Stat.
§376.702

Life insurance

Replacement of life
insurance and annuities that
use producers, including
those issued pursuant to
direct response solicitation

MS ADC INS 99-2
Rule 14.01 and
14.05 (A)(4)

MO Ann. Stat.
§376.706 (1)

Applies to

Citation
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Premium

Premium

Premium

Premium/consideration,
including any policy fees
or charges or, in case of
variable or market value
adjustment policy or
contract, payment of
cash surrender value
plus fees and other
charges deducted from
gross premiums or
considerations or
imposed under policy

Refund Amount

MT

State

Individual life or disability
policies
Individual long-term care
policies, including direct
response

MT Code Ann.
§33-15-415

MT Code Ann.
§33-22-1119

Replacement of life
insurance or annuities by
insurers that use producers

20 MO Code
Regs. 400-5.400
(4) and (7)(D)

Single premium nonrenewable
disability policies

See ACLI’s Replacement Law Survey
for list of exemptions.

30 days

Prominently printed
on or attached to
1st page

Premium

Premium

Premium

20 days

10 days

Premium

To the extent permitted
by state law, the refund
equals the sum of (i) the
difference between
premiums paid including
policy fees or other
charges and the
amounts allocated to
separate accounts; and
(ii) the value of the
amounts allocated to
separate accounts, on
the date the returned
policy is received by the
insurer or its agent. Until
state law authorizes this
method, the amount of
the refund is the
premium.

Refund Amount

10 days

10 days

Days

In policy

In policy or in
separate written
notice delivered with
policy

Conspicuously and
clearly captioned on
face page of policy
or contract

Individual accident and
sickness policies and group
accident and sickness
certificates that are mass
marketed or marketed on
individual basis

20 MO Code Regs.
400-2.010

Single premium short-duration trip or
travel type coverage

Captioned on cover
page

Variable life insurance

20 MO Code
Regs. 400-1.030
(3)(C)(1)(E)

Provision Location

Applies to

Citation

Does Not Apply to
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NE

State

Individual life insurance and
annuities
Long-term care policies

Individual sickness and
accident insurance policies

NE Rev. St.
§44-502.05

NE Rev. St.
§44-4515

NE Rev. St.
§44-710.18

MT Admin. R. 6.6.306
(1)(d)

MT Admin. R. 6.6.304

Replacement of life
insurance policies and
annuities

Annuities

MT Admin. R. 6.6.803

MT Admin. R. 6.6.805
(1)(b)

Applies to

Citation

Single-premium nonrenewable
policies

Credit life policies

See ACLI’s Replacement Law Survey
for list of exemptions.

Registered or non-registered variable
annuities or other registered
contracts; immediate and deferred
annuities that contain no nonguaranteed elements; annuities used
to fund certain pension plans;
structured settlement annuities;
charitable gift annuities; and funding
agreements

Does Not Apply to
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10 days

30 days

Prominently printed
on or attached to 1st
page
Printed on face or
attached to policy

10 days

Premium

Premium

Premium

Premium/consideration,
including policy fees or
charges or, in case of
variable or market value
adjustment policy or
contract, payment of
cash surrender value or
contract plus fees and
other charges deducted
from gross premiums or
considerations or
imposed under policy

Return of contract
“without penalty”

15 days, when a
buyer's guide
and disclosure
document are
not provided at
or before the
time of
application

30 days

Refund Amount

Days

In policy or printed
on face

May be included in
Appendix A or C

Provision Location

NV

State
Replacement of life
insurance and annuities by
insurers that use producers

210 NE ADC Ch. 19
§003

NV ST §689A.170

NV Admin. Code
686A.430

Individual health insurance
policies

Life insurance

NV Admin. Code
686A.415

NV ST §688A.165

Life insurance, pure
endowment contracts and
annuities

NV ST §688A.010

210 NE ADC Ch. 19
§009 009.01D

Applies to

Citation

10 days
In policy or in
separate rider
attached to policy
when delivered,
captioned and
printed on face page
or notice of provision
printed or stamped
on face page

Nonrenewable accident policies and
individual credit health insurance
policies

12 days, when a
buyer’s guide
and summary
are not delivered
before accepting
applicants initial
premium or
premium deposit

In policy or policy
summary

Annuities; credit life insurance; group
life insurance; life insurance policies
issued in connection with certain
pension and welfare plans; variable
life insurance under which the death
benefits and cash values vary in
accordance with unit values of
investments held in a separate
account

10 days

30 days

Days

In contract or policy,
or notice attached to
contract or policy

May be included in
Appendix A or C

Provision Location

Reinsurance, group life insurance,
group annuities, and industrial life
insurance

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Premium

Unconditional refund

Premium, including
contract or policy fees or
charges

Premiums or
considerations paid,
including any policy fees
or charges or, in the
case of a variable or
market value adjustment
policy or contract, a
payment of the cash
surrender value provided
under the policy or
contract plus the fees
and other charges
deducted from the gross
premiums or
considerations or
imposed

Refund Amount

NH

State

Annuities; deposit funds
accepted in conjunction with
individual life insurance
policies or with annuity
contracts which are subject
to NV Admin. Code
688A.110 to NV Admin.
Code 688A.180; individual
deferred annuities other
than variable annuities,
investment annuities and
contracts registered with the
SEC; and certain deposit
fund arrangements
Replacement of annuity
contract, pure endowment
contract or policy of life
insurance

NV Admin. Code
688A.115

NV ST §688A.165

NH Code Admin. R.
Ins 401.04 (f)

NH Rev. Stat. Ann.
§415-D:7

NH Rev. Stat. Ann.
§415-D:2

NV Admin. Code
686A.563

NV Admin. Code
686A.540

Individual life policies and
individual annuity contracts

Individual long-term care
policies or group certificates

See ACLI’s Replacement Law Survey
for list of exemptions.

Individual long-term care
insurance contracts or
certificates

NV Admin.
Code 687B.060

NV Admin. Code
688A.120

Employer-paid group annuities;
immediate annuities; policies or
contracts issued in connection with
certain pension plans; a single
advance payment of specific
premiums equal to the discounted
value of the premiums; or a
policyholder's deposit account
established certain conditions

Applies to

Citation

Does Not Apply to
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In conspicuous place
on face page of
policy

Prominently printed
on or attached to 1st
page

In contract or policy,
or notice attached to
contract or policy

In policy, contract,
or contract summary

Prominently printed
on or attached to 1st
page

Provision Location

10 days

30 days

30 days

10 days, when
no contract
summary is
provided before
accepting the
applicant's initial
consideration

30 days

Days

Premium

Premium

Premium, including
contract or policy fees or
charges

“Unconditional refund”

Premium

Refund Amount

NJ

State

NJ Stat. Ann.
§17B:25-2.1

NH Code Admin. R.
Ins 302.06 (a)(4)

NH Code Admin. R.
Ins 302.02

NH Code Admin. R.
Ins 1901.07 (a)(11)

Individual life insurance

Replacement of life
insurance and annuities by
insurers that use producers

Group insurance

See ACLI’s Replacement Law Survey
for list of exemptions.

In policy or notice
attached to policy

May be included in
Appendix A or C.

Printed on first page
of policy or
certificate or
attached to it

Single premium nonrenewable
policies, long-term care insurance,
Medicare supplemental insurance

Individual accident and
health insurance policies and
group supplemental health
insurance policies

NH Code Admin. R.
Ins 1901.02

NH Code Admin. R.
Ins 306.06

In contract, policy,
or policy summary

Individual deferred annuities and
group annuities which are: variable
annuities; investment annuities;
contracts registered with the Federal
Securities and Exchange
Commission; or contracts which have
variable annuity features available at
the option of the contract owner;
certain employer-paid group
annuities; immediate annuities;
policies or contracts issued in
connection with certain pension
plans; a single advance payment of
specific premiums equal to the
discounted value of such premiums;
or a policyholder's deposit account
established under certain
circumstances.

Annuities and deposit funds
accepted in conjunction with
individual life insurance
policies or with annuity
contracts

NH Code Admin. R.
Ins 306.03

Provision Location

Does Not Apply to

Applies to

Citation
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10 days

30 days

30 days

10 days, when
no contract
summary is
provided before
accepting the
applicant's initial
consideration

Days

Premium, including
policy fees or charges

Premium/consideration,
including policy fees or
charges or, in the case
of a variable or market
value adjustment policy
or contract, a payment
of the cash surrender
value or contract plus
the fees and other
charges deducted from
the gross premiums or
considerations or
imposed under such
policy or contract

Premium

“Unconditional refund”

Refund Amount

NM

State

NM Stat. Ann.
§59A-23A-6 (E)

NJ Bulletin 2009-12

NJ Bulletin 2009-6

NJ Stat. Ann.
§17B:25-39

NJ Stat. Ann.
§17B:25-38

NJ Admin. Code
§11:4-2.4 (a)(5)

Long-term care policies,
certificates, or riders

Individual fixed deferred and
immediate annuity contracts
solicited directly to
consumers

Replacement of life
insurance and annuities

NJ Admin. Code
§11:4-2.1

Employer group policies, certificates
or riders

See ACLI’s Replacement Law Survey
for list of exemptions.

Prominently printed
on or attached to 1st
page

In contract or in an
attached notice

Notice may be
included in Appendix
A or C.

Notice in or attached
to policy

Individual health insurance

NJ Stat. Ann.
§17B:26-3.1

Group and blanket health insurance

In Appendix C

Long-term care insurance

NJ Admin. Code
§11:4-34 Appendix C

30 days

10 days

30 days

10 days

30 days

30 days

In policy

Limited death benefit
policies

NJ Admin. Code
§11:4-21.3 (g)

Days

Does Not Apply to

Provision Location

Applies to

Citation
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Premium, within 30 days
of return of policy,
certificate or rider

Account value including
contract fees or other
charges

Premium, including
policy fees or charges or,
in case of variable or
market value adjustment
policy or contract,
payment of cash
surrender value provided
under policy or contract
plus fees and other
charges deducted from
the gross premiums or
considerations or
imposed under policy or
contract

Premium, policy fees and
other charges

Premium

Premium

Refund Amount

State
Applies to
Group and individual
annuities

Life insurance

Replacement of life
insurance or annuities by
insurers that use producers

Citation

NM Admin. Code
13.9.12 Sections
13.9.12.2 and
13.9.12.8 (C)

NM Admin. Code
13.9.5 Sections
13.9.5.2 and 13.9.5.9

NM Admin. Code
13.9.6 Sections
13.9.6.2 and
13.9.6.10 (A)(4)
See ACLI’s Replacement Law Survey
for list of exemptions.

Annuities, credit life insurance, group
life insurance, life insurance policies
issued in connections with pension
and welfare plans, or variable life
insurance

Registered or non-registered variable
annuities or other registered
products; immediate and deferred
annuities that contain no
nonguaranteed elements; annuities
used to fund certain pension plans;
structured settlement annuities

Does Not Apply to
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Notice may be
included in Appendix
A or C

In policy

Provision Location

30 days

Premium/consideration,
including policy fees or
charges or, in case of
variable or market value
adjustment policy,
payment of cash
surrender value or
contract plus fees and
other charges deducted
from gross premiums or
considerations or
imposed under policy

“Unconditional refund”

Return of contract
without penalty

15 days, when a
buyer's guide
and disclosure
document are
not provided at
or before the
time of
application
10 days, when
the Buyer’s
Guide is not
delivered prior to
acceptance of
the applicant’s
initial premium
or premium
deposit

Refund Amount

Days

Individual life insurance
policies

Individual life insurance
policies sold by mail order
Life insurance, annuities,
and funding agreements

Direct mail life insurance

NY Ins. §3203 (a)(11)

NY Ins. §3203 (a)(11)

NY Ins. §3209
(a) and (d)(7)

NY Ins. §3209 (b)(1)

NY

Applies to

Citation

State

See above

Credit life insurance; group life
insurance; life insurance, annuities
and funding agreements issued in
connection with certain pension and
welfare plans; funding agreements
issued to other than individuals
subject to NY Ins. §3222(b); any
group annuity unless at least one
certificate is subject to NY Ins.
§4223(b)(2)

Mail order policies

Does Not Apply to
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In policy

In policy or notice
attached to policy

In policy or notice
attached to policy

Provision Location

See above.

Premium

Premium

10 days

30 days (if no
unconditional
refund provision,
insurer must
include Buyer's
Guide in each
initial
solicitation)

Either (i) premium,
including policy fees or
other charges or (ii) if
policy provides for
adjustment of cash
surrender benefit in
accordance with a
market-value
adjustment formula and
if policy or notice
attached to it so
provides, amount of cash
surrender benefit as
adjusted assuming no
surrender charge plus
amount of fees and
other charges deducted
premium paid or from
policy value

Refund Amount

30 days

Not less than 10
days nor more
than 30 days

Days

State
Applies to
Certain annuities and pure
endowments (except as
provided in NY Ins. §4240,
every annuity or pure
endowment contract except
a group annuity contract,
and every group annuity
certificate to which NY Ins.
§4223 applies by reason of
subsection (b) thereof, or to
which § 4223 would apply if
such certificate were not a
variable annuity)

Individual accident and
health insurance policies

Variable life policies

Policies subject to NY Ins.
Code §4232 (b) (individual
life policies)

Citation

NY Ins. §3219 (a)(9)

NY Ins. §3216 (c)(10)

11 NYCRR 54.6
(b)(1)(v)

11 NYCRR 53-2.1
(a)(9)

Single premium nonrenewable
policies insuring against accidents
only or accidental bodily injuries only

See parenthetical text in “applies to”
column.

Does Not Apply to
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Preliminary written
statement

Captioned provision
on cover page

Prominently printed
on or attached to 1st
page

In contract or
certificate or
attached notice

Provision Location

Premium

10 days

Premium paid or
adjusted amount if such
policy provides for a
market-value
adjustment

Premium, including
policy fees and other
charges

Not less than 10
days or more
than 20 days; 30
days for mail
order, long-term
care insurance,
or Medicare
supplemental
contract or
certificate

10 days

Either (i) consideration,
including fees or other
charges or, if contract or
certificate, or notice
attached so provides,
and contract or
certificate is subject to
provisions of NY Ins.
§4223 and provides for
determination of cash
surrender benefits in
accordance with marketvalue adjustment
formula, (ii) cash
surrender benefits
provided plus fees and
other charges deducted
from gross
considerations or
imposed under contract
or certificate

Refund Amount

Not less than 10
nor more than
30 days; 30 days
for direct
response
contract or
certificate

Days

NC

State
Replacement of life
insurance policies and
annuity contracts

11 NYCRR 51.3

11 NCAC 12.0447

Individual life insurance or
annuity, also applies to any
group life or annuity policy
that contains free look
provision

Life insurance

NC Gen. Stat.
§58-60-5

NC Gen. Stat.
§58-60-15

Individual long-term care
policies, including direct
response

NC Gen. Stat.
§58-55-30
(f) and (g)

11 NYCRR 51.6 (d)

Applies to

Citation

Individual and group annuities; credit
life insurance; group life insurance
(except for disclosures relating to
preneed funeral contracts or
prearrangements; these disclosure
requirements shall extend to the
issuance or delivery of certificates as
well as to the master policy); life
insurance policies issued in
connection with certain pension and
welfare plans; variable life insurance
under which the death benefits and
cash values vary in accordance with
unit values of investments held in a
separate account.

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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10 days

10 days, when
no Buyer's Guide
and a Policy
Summary are
provided prior to
accepting initial
premium deposit

In policy or policy
summary

Sticker or printed on
face of policy

30 days

60 days

Days

Prominently printed
on 1st page or
attached

Appendix 10C
contains free look
statement

Provision Location

Premium

Premium

Premium

Premium/consideration,
or in the case of a
variable or market value
adjustment policy or
contract, a payment of
the cash surrender
benefits plus the amount
of fees and other
charges deducted from
gross considerations or
imposed under the policy
or contract; payment
within 10 days of receipt
of policy or contract for
cancellation

Refund Amount

ND

State
Variable life insurance

Replacement of existing life
insurance and annuities by
insurers that use producers

11 NCAC 12.0436
(1)(c) and (3)(a)(v)

11 NCAC 12.0601

Life insurance policies and
certificates

Annuity policies and
certificates

ND Cent. Code
§26.1-33-02.1

ND Cent. Code
§26.1-34-01.1

11 NCAC 12.0612
(a)(4)

11 NCAC 12.0604

Applies to

Citation

See ACLI’s Replacement Law Survey
for list of exemptions.

Variable policies issued in connection
with qualifying pension, profitsharing, and retirement plans

Does Not Apply to
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Prominently printed
on or attached to 1st
page

Prominently printed
on or attached to 1st
page

May be included in
the notice required
by 11 NCAC 12.0611
(reference to NAIC
Model Notice)

Captioned on cover
page of policy

Provision Location

20 days

20 days

Premium, except
variable annuities where
purchaser is entitled to
value of annuity plus all
expense charges

Premium

Premium/consideration,
or in the case of a
variable or market value
adjustment policy or
contract, a payment of
the cash surrender
benefits plus the amount
of fees and other
charges deducted from
gross considerations or
imposed under the policy
or contract

Premium

Within 45 days
from execution
of application or
within 10 days of
receipt of policy
by policyholder,
whichever is
later
30 days

Refund Amount

Days

State
Individual accident and
health insurance policies and
certificates

Long-term care policies

ND Cent. Code
§26.1-36-01

ND Cent. Code
§26.1-45-09 (1)

ND Cent. Code
§26.1-36-02.1

Applies to

Citation

Prominently printed
on or attached to 1st
page

Within 30 days
of date of
delivery or 30
days of effective
date, whichever
occurs later

10 days

Prominently printed
on or attached to 1st
page

Any policy of workforce safety and
insurance or any policy of liability
insurance with or without
supplementary expense coverage;
reinsurance; blanket or group
insurance; life insurance, endowment
or annuity contracts, or contracts
supplemental thereto which contain
only such provisions relating to
accident and sickness insurance as
provide additional benefits in case of
death or dismemberment or loss of
sight by accident, or as operate to
safeguard such contracts against
lapse, or to give a special surrender
value or special benefit or an annuity
in the event that the insured or
annuitant shall become totally and
permanently disabled, as defined by
the contract or supplemental contract
Group long-term care certificate
issued to a group defined in
subdivision (a) of subsection 3 of
ND Cent. Code §26.1-45-01 (certain
employer/labor groups)

Days

Provision Location

Does Not Apply to
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Premium

Premium

Refund Amount

OH

State

Individual long-term care
policies

Life insurance

OH Admin. Code
§3901-6-03
(C) and (E)(1)(b)

Variable life insurance
policies

ND Admin. Code
§45-04-04-03
(3)(a)(5)

OH Rev. Code Ann.
§3923.44 (H)

Applies to

Citation

Annuities, credit life insurance, group
life insurance, life insurance policies
issued in connection with pension and
welfare plans, or variable life
insurance

Does Not Apply to
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In policy or policy
summary

Printed prominently
on or attached to 1st
page

Captioned provision
on cover page of
policy

Provision Location

10 days, when
the Buyer’s
Guide and Policy
Summary are
not delivered
prior to
acceptance of
the applicant’s
initial premium
or premium
deposit

30 days

10 days

Days

“Unconditional refund”

Premium

To extent permitted by
state law, refund equals
sum of: (i) difference
between premiums paid
including policy fees or
other charges and
amounts allocated to
separate accounts; and
(ii) value of amounts
allocated to separate
accounts, on date the
returned policy is
received by insurer or its
agent. Until state law
authorizes this method,
amount of refund is
premium.

Refund Amount

State
Applies to
Variable life insurance

Group and individual
annuities

Citation

OH Admin. Code
§3901-6-08
(E)(3)(a)(v)

OH Admin. Code
§3901-6-14
(C) and (E)

Variable annuities or other registered
products, immediate and deferred
annuities that contain no nonguaranteed elements, annuities used
to fund certain pension plans and
nonqualified deferred compensation
arrangements, structured settlement
annuities, and funding agreements.

Does Not Apply to
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Captioned provision
on cover page

Provision Location

15 days, if
buyer's guide
and disclosure
document are
not provided at
or before the
time of
application

10 days

Days

Annuity contract can be
returned “without
penalty”

To extent permitted by
state law, refund equals
sum of (i) difference
between premiums paid
including policy fees or
other charges and
amounts allocated to
separate accounts; and
(ii) value of amounts
allocated to separate
accounts, on date the
returned policy is
received by insurer or its
agent. Until state law
authorizes this method,
amount of refund is
premium.

Refund Amount

OK

State

Individual life insurance or
annuities

Long-term care policies

36 OK Stat. Ann.
§4426 (E)

Replacement of life
insurance and annuities by
insurers that use agents

OH Admin. Code
§3901-6-05
(F)(1)(d)

36 OK Stat. Ann.
§4003.1

Applies to

Citation

Life insurance policies issued in
connection with credit transaction or
issued under contractual policy
change or conversion privilege
contained in policy

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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10 days

30 days

Prominently printed
on 1st page or
attached

30 days

Days

Printed on or
attached to policy

May be included in
Appendix A or C

Provision Location

Premium

Premium or monies paid
will be refunded by
insurer within 30 days of
cancellation, or insurer
shall pay interest which
shall be the same rate of
interest as the average
U.S. Treasury Bill rate of
the preceding calendar
year plus two percentage
points, which shall
accrue from date of
cancellation until
premiums or moneys are
returned.

Premium or
considerations paid,
including any policy fees
or charges or, in the
case of a variable or
market value adjustment
policy or contract, a
payment of the cash
surrender value provided
under the policy or
contract plus the fees
and other charges
deducted from the gross
premiums or
considerations or
imposed under such
policy or contract

Refund Amount

OR

State

Individual health insurance
policies
Individual life insurance
policies
[Note that the definition of
insurance in OR Rev. St.
731.170 includes annuities
with exceptions.]

OR Rev. Stat.
§743.492

OR Admin.
R. 836-051-0005

OR Admin.
R. 836-051-0015

Replacement of life
insurance and annuities

36 OK Stat. Ann.
§4034 (G)

Individual long-term care
insurance policies and
certificates

Individual accident and
health insurance policies

OK Admin. Code
§365:10-5-6 (a)(7)

OR Rev. Stat.
§743.655 (6)

Applies to

Citation

Annuities; credit life insurance; group
life insurance; life insurance policies
issued in connection with certain
employee benefit plans; and life
insurance policies that comply with
OR Admin. R. 836-051-0500 to
OR Admin. R. 836-051-0600
(illustrations requirements).

Single premium nonrenewable
policies

See ACLI’s Replacement Law Survey
for list of exemptions.

Single premium nonrenewable
policies

Does Not Apply to
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In policy or policy
summary

Printed on face or
attached to policy

10 days, when
Buyer's Guide
and a Policy
Summary are
not provided
prior to
accepting the
applicant's initial
premium or
premium deposit

10 days

30 days.

20 days

Prominent written
notice attached to or
as part of 1st page
of policy
Prominently printed
on or attached to 1st
page

10 days, or 30
days for direct
response policies
to persons
eligible for
Medicare

Days

Prominently printed
on or attached to 1st
page

Provision Location

“Unconditional refund”

Premium

Premium

Premium

Premium or monies paid
will be refunded by
insurer within 30 days of
cancellation, or insurer
shall pay interest which
shall be the same rate of
interest as the average
U.S. Treasury Bill rate of
the preceding calendar
year plus two percentage
points, which shall
accrue from date of
cancellation until
premiums or moneys are
returned.

Refund Amount

PA

State
Replacement of life
insurance and annuities by
insurers that use agents,
policies used to fund pension
plans

OR Admin. R.
836-080-0001 (4)

Individual fixed dollar life
insurance or endowment
polices
Replacements of existing life
insurance policy or annuity
contracts with individual
variable life insurance
policies, individual fixed
dollar life insurance or
endowment policies by the
same insurer or insurer
group

40 PA Cons. Stat.
Ann. §510c (a)(1)

40 PA Cons. Stat.
Ann. §510c
(a)(2) and (b)(2)

OR Admin. R.
836-080-0029 (1)(d)

Applies to

Citation
See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Prominently printed
on or attached to
1st page

Prominently printed
on or attached to 1st
page

May be included in
Appendix A or C.

Provision Location

45 days

10 days

30 days

Days

Premium, but for
variable life, an amount
equal to any of the
following: (i) the
stipulated payment/
premium; (ii) the
difference between: (A)
premiums, including
policy fees or other
charges and the
amounts allocated to
separate accounts; and
(B) the cash value or, if
the policy does not have
a cash value, the reserve
on the date of surrender
attributable to the
amounts so allocated; or
(iii) the greater of
subparagraph (i) or (ii)

Premium

Premium/consideration,
including policy fees or
charges or, in case of
variable or market value
adjustment policy or
contract, payment of
cash surrender value or
contract plus fees and
other charges deducted
from gross premiums or
considerations or
imposed under such
policy or contract

Refund Amount

State

Prominently printed
on or attached to 1st
page

Prominently printed
on or attached to 1st
page

Individual variable life
policies

Individual fixed dollar
annuities or pure
endowment contracts,
individual variable annuities

40 PA Cons. Stat.
Ann. §510c (b)(1)

40 PA Cons. Stat.
Ann. §510d (a)(1)

Prominently printed
on or attached to 1st
page

Replacements of existing life
insurance policy or annuity
contract with individual
variable life insurance
policies, individual fixed
dollar life insurance or
endowment insurance
policies by an insurer or
insurer group other than the
one which issued the original
policy or contract

40 PA Cons. Stat.
Ann. §510c
(a)(3) and (b)(3)

Provision Location

Applies to

Citation

Does Not Apply to
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10 days

At least 10 days

At least 20 days

Days

Stipulated payment or
premium

An amount equal to any
of the following: (i) the
stipulated payment/
premium; (ii) the
difference between: (A)
premiums, including
policy fees or other
charges and the
amounts allocated to
separate accounts; and
(B) the cash value or, if
the policy does not have
a cash value, the reserve
on the date of surrender
attributable to the
amounts so allocated; or
(iii) the greater of
subparagraph (i) or (ii)

An amount equal to any
of the following: (i) the
stipulated payment/
premium; (ii) the
difference between: (A)
premiums, including
policy fees or other
charges and the
amounts allocated to
separate accounts; and
(B) the cash value or, if
the policy does not have
a cash value, the reserve
on the date of surrender
attributable to the
amounts so allocated; or
(iii) the greater of
subparagraph (i) or (ii)

Refund Amount

State

Accident and health
insurance

40 PA Stat. Ann.
§752 (A)(10)

Single premium renewable policy

Individual variable annuities

40 PA Cons. Stat.
Ann. §510d (b)(1)

Notice prominently
printed on policy

10 days

10 days

20 days

Prominently printed
on or attached to
first page

Replacement of annuity or
life insurance policy with
individual fixed dollar
annuities by insurer or
insurer group other than one
issuing policy or contract

40 PA Cons. Stat.
Ann. §510d (a)(3)

Prominently printed
on or attached to 1st
page

45 days

Prominently printed
on or attached to
1st page

Replacement of annuity or
life insurance policy with
individual fixed dollar
annuities by the same
insurer or insurer group

Days

40 PA Cons. Stat.
Ann. §510d (a)(2)

Provision Location

Applies to

Citation

Does Not Apply to
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Premium

Amount equal to any of
the following: (i)
stipulated payment or
premium; (ii) the
difference between: (A)
premiums paid, including
any contract fees or
other charges and
amounts allocated to any
separate accounts under
the contract: and (B)
cash value of contract
or, if contract does not
have a cash value, the
reserve for contract on
date of surrender
attributable to amounts
so allocated; or (iii) the
greater of
subparagraphs (i) or (ii).

Premium

Premium

Refund Amount

State
Applies to
Individual accident and
health contracts

Replacements of an existing
annuity contract or life
insurance policy with
individual variable annuity
contracts by the same
insurer or insurer group

Citation

31 PA Code §89.73

40 PA Cons. Stat.
Ann. §510d (b)(2)

Does Not Apply to
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45 days

10 days

Printed on face of
policy or on booklettype policies
provision shall
appear on outside
cover portion of
policy
Prominently printed
on or attached to 1st
page

Days

Provision Location

Amount equal to any of
the following: (i)
stipulated payment or
premium; (ii) the
difference between: (A)
premiums paid, including
any contract fees or
other charges and
amounts allocated to any
separate accounts under
the contract: and (B)
cash value of contract
or, if contract does not
have a cash value, the
reserve for contract on
date of surrender
attributable to amounts
so allocated; or (iii) the
greater of
subparagraphs (i) or (ii).

“Full refund”

Refund Amount

PR

State

Industrial life or industrial
endowment insurance

Replacement of life policies
or annuities that use agents
or brokers

Variable life policies

40 PA Cons. Stat.
Ann. §576

31 PA Code §81.6 (d)

31 PA Code §82.24
(1)(v)

Individual life policies and
individual annuities

Replacements of an existing
annuity contract or life
insurance policy with
individual variable annuity
contracts by an insurer or
insurer group other than the
one which issued the original
contract or policy

40 PA Cons. Stat.
Ann. §510d (b)(3)

26 L.P.R.A. §1338

Applies to

Citation

Reinsurance, group or collective life
and annuities

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Not specified

Premium

10 days
Captioned provision
prominently printed
on 1st page
A clause re: the right
of the insured to
examine the policy
shall appear on the
cover of the policy or
in any area that is
visible without
opening the policy

Premium

20 days

Prominently printed
on or attached to 1st
page

Premium

10 days

Prominently printed
on or attached to 1st
page

Amount equal to any of
the following: (i)
stipulated payment or
premium; (ii) the
difference between: (A)
premiums paid, including
any contract fees or
other charges and
amounts allocated to any
separate accounts under
the contract: and (B)
cash value of contract
or, if contract does not
have a cash value, the
reserve for contract on
date of surrender
attributable to amounts
so allocated; or (iii) the
greater of
subparagraphs (i) or (ii).

Refund Amount

20 days

Days

Prominently printed
on or attached to 1st
page

Provision Location

Individual life policies

Individual life policy solicited
by direct response insurer

SC Code Ann.
§38-63-220 (b)

Replacement life insurance
and annuities by insurers
that use producers

RI ADC 02 030 029,
Section 6(A)(4)

SC Code Ann.
§38-63-220 (b)

Long-term care policies and
certificates

RI Gen. Laws
§27-34.2-6 (g)

SC

Individual life policies and
individual annuities delivered
after January 1, 2008

RI Gen. Laws
§27-4-6.1

RI

Applies to

Citation

State

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Premium

Premium

10 days

31 days
Clear,
understandable, and
conspicuous
provision on 1st
page

Premiums or
considerations paid,
including any policy fees
or charges, or, in case of
variable or market value
adjustment policy, a
payment of cash
surrender value provided
under policy plus fees
and other charges
deducted from gross
premiums or
considerations or
imposed under policy

Premium

Premium

Refund Amount

Clear,
understandable, and
conspicuous
provision on 1st
page

30 days

30 days

Prominently printed
on 1st page or
attached to policy or
certificate
May be included in
Appendix A or C

20 days

Days

Captioned on face
page of policy or
notice of provision
stamped or printed
conspicuously on
face page or
contained in
attached rider

Provision Location

State
Applies to
Fixed dollar annuities; pure
endowment contracts;
reversionary annuities; and
variable annuities

Fixed dollar annuities; pure
endowment contracts;
reversionary annuities; and
variable annuities solicited
by direct response
Long-term care policies and
certificates

Variable life policy

Group and individual
annuities

Citation

SC Code Ann.
§38-69-120 (2)

SC Code Ann.
§38-69-120 (2)

SC Code Ann.
§38-72-60 (F)

SC Code of
Regulations R. 69-12
Part B, art. IV,
Section 3(a)(5)

SC Code of
Regulations R. 69-39
Sections 2 and 4

Registered or non-registered variable
annuities; immediate and deferred
annuities that contain no nonguaranteed elements; annuities used
to fund certain pensions and
retirement funds; structured
settlement annuities; charitable
annuities; funding agreements

30 days

Prominently printed
on or attached to 1st
page

15 days, when a
buyer’s guide
and disclosure
document are
not provided at
or before the
time of
application

10 days

31 days

Clear,
understandable, and
conspicuous
provision on 1st
page

Group annuities

Captioned provision
on the cover page or
pages corresponding
to the cover page

Premium

10 days

Clear,
understandable, and
conspicuous
provision on 1st
page

Group annuities

Return contract “without
penalty”

To the extent permitted
by state law, the refund
equals total premiums
paid or the sum of (i)
the difference between
premiums paid including
policy fees or other
charges and the
amounts allocated to
separate accounts; and
(ii) the value of the
amounts allocated to
separate accounts, on
the date the returned
policy is received by the
insurer or its agent.

Premium

Premium

Refund Amount

Days

Provision Location

Does Not Apply to
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SD

State

Individual annuity contracts

Replacement of life
insurance and annuities by
insurers that use producers

SC Code of
Regulations
R. 69-12.1

SD Codified Laws
§58-15-59.1

Fixed dollar annuities; pure
endowment contracts;
reversionary annuities; and
variable annuities

SC Code Ann.
§38-69-120 (2)

Individual life policies

Individual life policies

SC Code Ann.
§38-63-220 (b)

SD Codified Laws
§58-15-8.1

Trip or travel ticket policies

Individual accident and
health insurance policies

SC Code of
Regulations R.
69-34 Section
(H)(1)(g)

Variable annuity contracts

See ACLI’s Replacement Law Survey
for list of exemptions.

Group annuities

Does Not Apply to

Applies to

Citation
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Premium

10 days; 20 days
if replacement of
annuity involved;
31 days if direct
response

Clear,
understandable, and
conspicuous
provision on 1st
page

10 days

10 days

Printed on or
attached to the
annuity contract

[Note that this is
for replacement
of policies that
use producers]

Printed on or
attached to the face
page

May be included in
Appendix A or C

Premium

Premium

An unconditional full
refund of all premiums
or considerations paid on
it, including any policy
fees or charges or, in the
case of variable or
market value adjustment
policy or contract, a
payment of the cash
surrender value plus the
fees and other charges
deducted from the gross
premiums or
considerations or
imposed under such
policy or contract

Premium

10 days; 20 days
if replacement of
life insurance
involved; 31
days if direct
response

Clear,
understandable, and
conspicuous
provision on 1st
page

30 days

Premium

10 days, but if
direct response,
30 days

Prominently printed
on or attached to 1st
page

Refund Amount

Days

Provision Location

TN

State

Printed thereon or
attached thereto”

Individual accident and
health insurance policies or
contracts

TN Code Ann.
§56-26-129

10 days

30 days

Prominently printed
on or attached to 1st
page

TN Code Ann.
§56-42-105 (f)(1)

Long-term care policies
issued pursuant to direct
response solicitation

Industrial life policies

TN Code Ann.
§56-7-702 (a)(17)

TN Code Ann.
§56-42-105 (f)(2)

10 days

Printed on or
attached to policy or
contract

30 days

Single premium nonrenewable
policies or contracts

Prominently printed
on or attached to 1st
page

Individual health insurance
policies or contracts

SD Codified Laws
§58-17-11

10 days

In contract or notice
attached to contract

Premium

Premium

Premium

Premium

Premium

The refund equals sum
of (i) difference between
premiums paid and
amounts allocated to any
separate accounts, and
(ii) cash value of
contract on date of
surrender attributable to
amounts so allocated

Premium

30 days

Prominently printed
on or attached to 1st
page

Individual long-term care
policies

Individual variable annuity
contracts issued on or after
July 1, 1978

SD Codified Laws
§58-28-24.1

Refund Amount

Days

Provision Location

10 days

Long-term care policies

SD Codified Laws
§58-17B-9

Does Not Apply to

Clear,
understandable, and
conspicuous
provision in policy

Applies to

Citation
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TX

State

Long-term care policies

Individual accident and
health insurance policy
Variable life contract

Long-term care insurance

TX Ins. Code Ann.
§1201.058

28 TX Admin. Code
§3.804 (3)(A)(v)

28 TX Admin. Code
§3.3829 (a)(5)

Replacement of life
insurance policies and
annuities by insurers that
use agents

TX Ins. Code Ann.
§1651.054

TN Admin. Code
0780-01-24-.07 (4)

TN Admin. Code
0780-01-24-.04

[Note that the definition of
life insurance under TN Code
Ann. §56-2-201(4) states
that “for the purposes of this
title, the transacting of life
insurance includes the
granting of annuities.”]

Life insurance

TN Admin. Code
0780-01-40-.02

TN Admin. Code
0780-01-40-.04

Applies to

Citation

Single premium nonrenewable
policies

See ACLI’s Replacement Law Survey
for list of exemptions.

Annuities, credit life, group life, life
insurance issued in connection with
certain pension and welfare plans;
variable life where death benefits and
cash values vary in accordance with
unit values of investments held in a
separate account

Does Not Apply to
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Premium

10 days

30 days

Captioned provision
on cover page or
pages corresponding
to cover page
Prominently printed
on or attached to 1st
page

Premium

Premium

10 days

Printed or attached
to policy

Premium

Premium

Unconditional refund

Refund Amount

30 days

20 days

10 days, when
no Buyer's Guide
and Policy
Summary are
provided prior to
accepting the
applicant's initial
premium or
premium deposit

Days

Prominently printed
on 1st page or
attached to benefit
plan document

In policy or in
separate written
notice

In policy or Policy
Summary

Provision Location

UT

State
Annuity contracts

Replacement of life
insurance and annuities by
insurers using agents

TX Ins. Code Ann.
§1116.002

TX Ins. Code Ann.
§1114.004

Life insurance and annuities
policies, certificates and
contracts including
replacements

Individual long-term care
policies and certificates

Limited accident and health
policies or certificates issued
to persons eligible for
Medicare

UT Code Ann.
§31A-22-423

UT Code Ann.
§31A-22-1408

UT Code Ann.
§31A-22-605 (9)

TX Ins. Code Ann.
§1114.053 (e)

Applies to

Citation

Employee and labor union long-term
care insurance certificates

Employee group term life; group
master policy; noncontributory
certificate; credit life insurance
certificate; and other classes of life
insurance policies that the
commissioner specifies by rule

See ACLI’s Replacement Law Survey
for list of exemptions.

Annuity contract whose prospective
owner is an accredited investor

Does Not Apply to
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30 days

30 days

Prominently printed
on or attached to 1st
page
Prominently printed
on or attached to
front page of policy

10 days; 30 days
if replacement
policy or
certificate

30 days

20 days

Days

Prominently printed
on or attached to
cover or front page

Notice may be
combined with other
notices required by
Chapter 1114
(Replacement)

Provision Location

Premium

Premium

Premium

Premium, including
policy fees and charges
or, in the case of a
variable or market value
adjustment policy or
contract, a payment of
the cash surrender value
provided under the
policy or contract plus
the fees and other
charges deducted from
the gross premiums or
considerations or
imposed under the policy
or contract.

For variable or modified
guaranteed annuity
contracts, unconditional
refund equal to the cash
surrender value plus any
fees or charges

Unconditional refund of
premium, including
contract fees or charges;

Refund Amount

VT

State

Individual health insurance

Individual life insurance

VT Stat. Ann. tit. 8
§4063 (8)

VT Admin. Code
4-3-4:3 (B) and
VT Admin. Code
4-3-4:5(A)

Annuities; credit life; group life; life
insurance issued in connection with
certain pension and welfare plans;
variable life where death benefits and
cash values vary in accordance with
unit values of investments held in
separate account

Single premium nonrenewable
policies insuring against accident only
or medical costs or accidental bodily
injury only

Replacement of life
insurance and annuities by
insurers that use producers

UT Admin. Code
R590-93, Sections
590-93-2 and 59093-6
Individual long-term care
policies and certificates
including direct response
policies direct response
solicitation

See ACLI’s Replacement Law Survey
for list of exemptions.

Accident and health policies

UT Code Ann.
§31A-22-606

VT Stat. Ann. tit. 8
§8089

Group policies; policies issued to
persons entitled to a 30-day
examination period under UT Code
Ann. §31A-22-605 (9); single
premium nonrenewable policies
issued for terms not longer than 60
days; policies covering accidents
only or accidental bodily injury only;
and other classes of policies which
the commissioner by rule specifies
after a finding that a right to return
those policies would be impracticable
or unnecessary to protect the
policyholder's interests

Applies to

Citation

Does Not Apply to
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In policy or policy
summary

Prominently printed
on or attached to 1st
page

Prominently printed
on 1st page

“Unconditional refund”

Premium, including
policy fees and other
charges

10 days, or 30
days for persons
eligible for
Medicare by
reason of age
10 days, when
Buyer's Guide
and Policy
Summary are
not provided
prior to
accepting the
applicant's initial
premium or
premium deposit

Premium

Premium/consideration

Premium

Refund Amount

30 days

30 days

10 days

Prominently printed
on or attached to
front page of policy

Notice may be
included in Appendix
A or C

Days

Provision Location

VA

State

Replacement of life policies
and annuities by insurers
using producers

VT Admin. Code
4-3-43:1(B) and
VT Admin. Code
4-3-43:5(A)(4)

Long-term care insurance

Industrial life

Individual accident and
sickness policy

VA Code Ann.
§38.2-3342

VA Code Ann.
§38.2-3502

[Note that definition of life
insurance in VA Code Ann.
§38.2-102 includes
insurance that also provides
“a special benefit or an
annuity” in the event of a
disability and includes
additional benefits providing
specified disease coverage
or limited benefit health
coverage]

VA Code Ann.
§38.2-5208

VA Code Ann.
§38.2-3301

Individual life insurance

Variable life insurance

VT Admin. Code
4-3-13:IV,
Section 3(A)(5)

VA Code Ann.
§38.2-3300

Applies to

Citation

Group life, industrial life, annuities,
credit life, and pure endowments,
with or without return of premiums or
of premiums and interest;
reinsurance; policies issued or
granted in exchange for lapsed or
surrendered policies

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to
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Printed on policy

Printed on policy

Prominently printed
on or attached to 1st
page

Printed on policy

10 days

10 days

30 days

10 days

30 days

Premium

Premium

Premium

Premium

Premium/consideration
including policy fees or
charges or, in the case
of a variable or market
value adjustment policy
or contract, a payment
of the cash surrender
value or contract plus
the fees and other
charges deducted from
the gross premiums or
considerations or
imposed under such
policy or contract

Premium

10 days

Captioned provision
on cover page or
pages corresponding
to the cover page
Notice may be
included in
Appendix A or C

Refund Amount

Days

Provision Location

WA

State

Individual disability policy

WA ST §48.20.013

Replacement of life
insurance and annuities

14 VA Admin. Code
5-30-30
14 VA Admin. Code
5-30-51(A)(4)

Individual life insurance

Variable life insurance

14 VA Admin. Code
5-80-300 (1)

WA ST §48.23.380

Applies to

Citation

Single premium nonrenewable
policies

Individual life policies issued in
connection with credit transactions or
under a contractual change or
conversion privilege provision

See ACLI’s Replacement Law Survey
for list of exemptions.

Does Not Apply to

Page 264 of Appendix

10 days

May be included in
Form 30-A or 30-C

Printed on face or
attached to policy

10 days

10 days

10 days

In a notice
describing free-look
provisions of
VA Code Ann.
§38.2-3301

Printed on face or
attached to policy

Days

Provision Location

Premium, but a 10
percent penalty shall be
added to premium
refund not paid within 30
days of return of policy
to insurer or insurance
producer

Premium, but a 10
percent penalty shall be
added to premium
refund not paid within 30
days of return of policy
to insurer or insurance
producer

Premiums or
considerations, including
policy fees or charges or,
in the case of a variable
or market value
adjustment contract, a
payment of the cash
surrender value plus the
fees and other charges
deducted from the gross
premiums or
considerations or
imposed under the
contract

Premium

Refund Amount

State
Individual variable life and
annuity contracts

Long-term care insurance

Long-term care policies
solicited and sold by mail

Individual deferred annuities
other than: (i) variable
annuities, (ii) investment
annuities, and (iii) contracts
registered with the Federal
Securities and Exchange
Commission; and deposit
funds

WA ST §48.18A.035

WA ST §48.84.050
(2)

WA ST §48.84.050
(2)

WA Admin. Code
§284-23-320

WA Admin. Code
§284-23-350

Applies to

Citation

Employer paid group annuity
contracts; immediate annuity
contracts; policies or contracts issued
in connection with certain employee
benefit plans; a single advance
payment of specific premiums equal
to the discounted value of such
premiums; and a policyholder's
deposit account in certain
circumstances

Does Not Apply to
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In annuity contract
or associated life
insurance policy

Prominently
displayed on 1st
page of policy or
contract

Prominently
displayed on 1st
page of policy or
contract

Printed on face or
attached to contract

Provision Location

10 days, when a
Contract
Summary is not
provided prior to
accepting the
applicant's initial
consideration

60 days

30 days

10 days

Days

“Unconditional refund”

Premium, but a 10
percent penalty shall be
added to premium
refund not paid within 30
days of return of policy
to insurer or insurance
producer

Premium, but a 10
percent penalty shall be
added to premium
refund not paid within 30
days of return of policy
to insurer or insurance
producer

Market value of the
assets purchased by its
premium, less taxes and
investment brokerage
commissions, but a 10
percent penalty shall be
added to premium
refund not paid within 30
days of return of policy
to insurer or insurance
producer

Refund Amount

WV

State

In a written notice as
specified in
WV C.S.R.
114-32-12 (12.4)
In a written notice as
specified in
WV C.S.R.
114-32-12 (12.3)

Replacement for accident
and sickness policies or
long-term care policies
solicited by direct response
Replacement for accident
and sickness policies and
long-term care policies other
than those solicited by direct
response

WV C.S.R. 114-32-12
(12.4)

WV C.S.R. 114-32-12
(12.3)

WV C.S.R. 114-11E-4
(4.1.c)

See exemptions listed in
WV C.S.R. 114-11E-2

Group and individual
annuities

Prominently printed
on or attached to 1st
page

WV C.S.R. 114-11E-2

Certain employer groups listed in
WV Code §33-15A-4(e)(1)

Prominently printed
on 1st page

Long-term care policies

[Note that under WV Code
§33-1-10, the definition of
life insurance includes
“insurance on human lives
including endowment
benefits,” and scope of
Article 13, “Life Insurance,”
includes annuities.]

Group annuity policies, contracts, or
certificates issued in connection with
qualified or exempt pension or profitsharing plan

In policy or in
separate written
notice delivered with
policy

Provision Location

WV Code
§33-15A-6 (f)(1)

WV Code
§33-6-11b

Life, sickness, and accident
insurance policies,
certificates, or contracts

See ACLI’s Replacement Law Survey
for list of exemptions.

Replacement of life
insurance and annuities by
insurers that use agents or
brokers

WA Admin. Code
§284-23-455 (4)

WA Admin. Code
§284-23-430

Does Not Apply to

Applies to

Citation
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Applicant may return
contract “without
penalty”
15 days, when
Buyer’s Guide
and disclosure
document are
not provided at
or before the
time of
application

30 days

30 days

Premium

Premium

Premium

Refund Amount

30 days

10 days

20 days

Days

WI

State
Individual accident and
sickness insurance

Replacement life insurance
and annuities by insurers
that use producers

WV C.S.R. 114-12-6
(6.8)

WV C.S.R. 114-8-3

Individual or franchise
disability

Long-term care insurance

WI Stat. Ann.
§632.73

WI Stat. Ann.
§632.73 (2m)

WV C.S.R. 114-8-6
(6.1.d.)

Applies to

Citation

Conspicuously
printed on or
attached to 1st page

Prominently printed
on or attached to 1st
page

Single premium nonrenewable
policies issued for terms not greater
than 6 months or covering accidents
only or accidental bodily injuries only
and other policies exempted by rule
of commissioner

30 days

10 days

30 days

Premium

All payments made

Premiums or
considerations, including
any policy fees or
charges or, in case of
variable or market value
adjustment policy or
contract, payment of
cash surrender value
provided plus fees and
other charges deducted
from gross premiums or
considerations or
imposed under policy or
contract

Premium

10 days

Prominently printed
on or attached to 1st
page

Notice may be
included in Appendix
A or C

Refund Amount

Days

Provision Location

Single premium nonrenewable
policies issued for six months or less
or covering accidents only or
accidental bodily injuries only, and
other policies exempted by rule of
commissioner, or to Medicare
supplement policies, Medicare
replacement policies or long-term
care insurance policies subject to
WI Stat. Ann. §632.73 (2m).

See ACLI’s Replacement Law Survey
for list of exemptions.

Single-premium nonrenewable
policies (also see
WV C.S.R. 114-12-1 (1.1) for
exemptions from scope of chapter)

Does Not Apply to
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State
Applies to
Annuities and deposit fund
arrangements not marketed
through intermediary

Life insurance not marketed
through intermediary

Replacement of life policies
or annuity contracts

Citation

WI ADC Ins. 2.15
(3) and (8)(a)

WI ADC Ins. 2.14
(2)(b) and (4)(c)

WI ADC Ins. 2.07
(6)(a)(4)

30 days

30 days, when
no Buyer’s Guide
is provided at
time application
is taken

Guarantee to the
policyholder

Annuities, credit life, group life, life
insurance issued in connection with
certain pension and welfare plans,
variable life where death benefits and
cash values vary in accordance with
unit values of investments held in
separate accounts

Notice may be
included in Appendix
I or III

30 days, when
the insurer does
not use an
intermediary and
provides the
Contract
Summary and
Buyer’s Guide to
Annuities at the
point of contract
delivery

Guarantee to the
contractholder

Variable annuities; contracts
registered with the SEC; certain
employer group annuity and pure
endowment contracts; certain
immediate annuity contracts; policies
or contracts issued in connection with
certain employee benefit plans;
individual retirement accounts and
individual retirement annuities; a
single advance payment of specified
premiums equal to the discounted
value of such premiums; a
policyholder's deposit account
established for certain purposes; and
settlement options under life
insurance or annuity contracts

See ACLI’s Replacement Law Survey
for list of exemptions.

Days

Provision Location

Does Not Apply to
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Premiums or
considerations paid,
including any policy fees
or charges or, in the
case of a variable or
market value adjustment
policy or contract, a
payment of the cash
surrender value plus fees
and other charges
deducted from the gross
premiums or
considerations or
imposed under the policy
or contract

Premium

Premium

Refund Amount

WY Admin. Code Ins
Gen Ch 12 §8 (c )(iv)

WY Admin. Code Ins
Gen Ch 12 §7 (d)

In policy or separate
written notice
delivered with policy

Replacement life insurance
and annuities by insurers
that use producers;
replacement of direct
response life insurance and
annuities

WY Admin. Code Ins
Gen Ch 12 §4

See ACLI’s Replacement Law Survey
for list of exemptions.

Prominently printed
on or attached to 1st
page

Long-term care insurance

Provision Location

WY Stat. Ann.
§26-38-105 (j)

Does Not Apply to

WY

Applies to

Citation

State
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30 days

30 days

Days

Premium;
For variable policy or
contract, cash
surrender plus fees

Premium shall be
refunded within 10 days,
excluding Saturdays,
Sundays and legal
holidays, from date the
policy or certificate is
returned, or it shall draw
interest at the maximum
rate allowed for a credit
service charge under
WY Stat. Ann.
§40-14-212 (b)

Refund Amount

