
STATE OF CONNECTICUT 

INSURANCE DEPARTMENT 

NOTICE OF INTENT TO ADOPT REGULATION 

In accordance with section 4-168(a) of the Connecticut General Statutes, notice is 
hereby given that the Insurance Commissioner, pursuant to the authority of Connecticut 
General Statutes sections 38a-8 and 38a-432a as amended by Public Act 08-147, 
proposes to adopt revised regulations concerning Suitability in Annuity Transactions. 

Statement of Purpose: To broaden the regulations governing suitability in annuity 
transactions to all consumers. 

All interested persons are invited to submit written data, views or arguments in 
connection with the proposed action within thirty days following publication of this 
notice in the Connecticut Law Journal to the State of Connecticut, Insurance Department, 
Attention: N. Beth Cook, P.O. Box 816, Hartford, CT 06142-0816. 

Copies of the proposed regulation may be obtained by writing to the Insurance 
Department at the above address or sending an e-mail to Beth.Cook@ct.gov. The 
proposed regulation may also be viewed by visiting the Insurance Department’s Internet 
Web site at www.state.ct.gov/cid and clicking on “Proposed Regulations”. 

Thomas R. Sullivan 
Insurance Commissioner 

www.ct.gov/cid 
P.O. Box 816 Hartford, CT 06142-0816


An Equal Opportunity Employer
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Suitability in Annuity Transactions 
 

SECTION 1 

Sections 38a-432a-1 to 38a-432a-7, inclusive, of the Regulations of 
 
Connecticut State Agencies are amended to read as follows: 
 

Section 38a-432a-1 Purpose 
 

The purpose of sections 38a-432a-1 to 38a-432a-7, inclusive of the 
 
Regulations of Connecticut State Agencies is to set forth standards and 
 
procedures for recommendations to [senior] consumers that result in a 
 
transaction involving annuities so that the insurance needs and financial 
 
objectives of [senior] consumers known at the time of the recommendation 
 
are appropriately addressed. 
 

Section 38a-432a-2 Scope 
 
-+&..=.* s?., 

Sections 38a-432a-1 to 38a-432a-7, inclusive of the Re.;iT*a:Qons of 
Connecticut State Agencies shall apply to any recommm6$dation to purchase or 
exchange an annuity made to a [senior] consumer byg$a?j"5iinsurance producer, 
or an insurer where no producer is involved, tha&5res@l<~is, 

. -~ .
in the purchase 

~ 

....or exchange recommended. 	 
* 

. . 
. 
..... 

. . 
-:.. 	 ....... . . .. %
 

. ~ 

Section 38a-432a-3 Exemptions 
 

Unless otherwise specifically included~,~~:s:e'crions 
3ea-432a-1 to --38a---432a-7, 
inclusive of the Regulations of ~ o n n e c t l c u ~ : ~ ~ t a t e ; ~ ; g e n c i e sshall'r.;fiot apply 
to recommendations involving: .... .-..... .. z - - ? , ..'~ 

>. 
.:_,..;-->.
".<;".Z<--$ 

(1) 	 direct response solicitat-&.ns where there%i&;,no 	 recommendation based 
on information collected from+-the [senlor] congumer pursuant to 
sectlon 38a-432a-1 to 36a-432a-7, inclusive of the Regulations of 
Connecticut State Agencies, or 

. . 
. . .  . :  

. .(2) 	 concraccs used to..fund: 
 
. . 

. . . .  ..: .. 
(A) 	 an emy?:Gyee pej&&on or wel%.are benefit plan that is covered by 
 

theZ&eederal Emp*ayee Retirement and Income Security Act 
 
(ERISA)',Fub1ic:Law 93-406; 
 ' 

(B) 	 a-plan described by the following sections of the federal 
- - Internal Revenue Code: 26 USC 401(a), 26 USC 401(k), 26 USC 

403(b), 26 USC 408(k), or 26 USC 408(p), if established or 
 
mdintained by an employer; 
 

(~):~;:+agovernmental or:'church plan defined in 26 USC 414, a 
--;::g,overnment*<.... ; ~ rchurch welfare benefit plan, or a deferred 
'~-aqmpensatio:t2plan of a state or local government or tax exempt 
o$ij@&izati.ofi under 26 USC 457; 

. . 

.. 
(D) 	 a noni@@lified deferred compensation arrangement established or 
 

maint.&ned by an employer or plan sponsor; 
 

(E) 	 settlements of or assumptions of liabilities associated with 
 
personal injury litigation or any dispute or claim resolution 
 
process; or 
 

(F) 	 formal prepaid funeral contracts. 
 

Section 38a-432a-4 Definitions 
 

(1) 	 "Agency" means a person that employs one or more insurance producers; 
 

(2) 	 "Annuity" means "annuities" as defined in section 38a-1 of the 
 
Connecticut General Statutes; 
 

(3) 	 "Commissioner" means the Insurance Commissioner 
 

(4) "Insurance producer" means "Insurance producer" as defined in section 
 
38a-702a of the Connecticut General Statutes; 
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(5) "Insurer" means "insurer" as defined in section 38a-1 of the 
 
Connecticut General Statutes; 
 

(6) "Person" means "person" as defined in section 38a-702a of the 
 
Connecticut General Statutes; 
 

(7) "Recommendation" means advice provided by an insurance producer or an 
 
insurer where no producer is involved, to a [senior] consumer that results 
 
in a purchase or exchange of an annuity in accordance with that advice; and 
 

[(8) "Senior consumer" means an individual aged sixty-five (65) years or 
 
older. In the event of a joint purchase by more than one party, the 
 
purchaser will be considered to be a senior consumer if any of the 
 
purchasers is aged sixty-five (65) years or older.] 
 

Section 38a-432a-5 Duties of insurers, agencies and insurance 
 
producers 
 

(a) In recommending to a [senior] consumer the purchaAsie* of an annuity or 
 
the exchange of an annuity that results in another ins3;~&%.c,e transaction or 
 
series of insurance transactions, the insurance proddFer, or the insurer 
 

-:&51;

where no insurance producer is involved, shall ha~ei&~sonable 
grounds for 
believing that the recommendation is suitable f o ~ ~ ~ ~ h e ~ [ ~ s ~ ~ ~ n i o r ] c o n s u m e r

.>-- - -	
on 

< 

the basis of the facts disclosed by the [senior~~~@nsume~t~$:s 
to his or her 
investments and other insurance products and.,:ajs7; t.0;-his or-r financial 

~. 

situation and needs. 	 %~.. 
.. 
.

,

... 
. 

- .  
. - :s 

. .. 
. . .  : -.. .. . 

(b) Prior to the execution of a purchd:se;-or exchange of an annui-FY 
 
resulting from a recommendation made to a -:[<5Le~nior]i:{o.nsumer,an i;nzsurance 
 
producer, or an insurer where no producer is:+nKo:lved7;- shall mate 
 
reasonable efforts to obtain information conc%j$@&ng: 


.sa-F-3,.LC 
. . ~~< .> 	 
. . 

. .~ - ~ .  .. . . 	 ~ . . . 3. .:.. . 

(1) 	the [senior] c o n s u m e r ~ s ~ ~ - - 5 i : n a n c i a l.> statii$$. 
 

(2) 	 the [senior] consumer'sL~a>: status; --. 

(3) 	 the [senio~]~consumer's -0b9.e-ctives; and 
ien~vgst.men~

- . -. .. 	 .::. 

(4) 	 such o,-f:&er in- mation ion used.: or considered to be reasonable by 
 
the ,~hs~rance P-koducer, or '&he insurer where no insurance 
 
produce:g:.::is inv~:lved, in maRRI:n$' recommendat ions to the [senior] 


.. . 

consumer.. 
 
1- . 

(c) 	 (1)- -Except as provided under subdivision (2) of this subsection, 
 
,:* ..... nei~hericzan insursqce producer, nor an insurer where no 

.-. 
-.

: 

. . 
. . 	 .involved, shall have any obligation to a . . insuranc&:iproduc&t~.i,s:. : , . .  
.,. .  [senior] consumer =;under subsection (a) of this section related 

. .. 
 
---=-:A......~. ro any rec-6n&nd&~:ion 
 if a [senior] consumer: 
 .+. . . 

. .. -
.. . .- .. .. .
7. .. :.. . 

; ( )  r e f ~ ~ @ ~to provide relevant information requested by the 
..*-.. . 

-y>. insuker or insurance producer; 
. . - . .~ . . ~ .  	- .  

.. . .-.=. .. 

( B )  '%$$=cides to enter into an insurance transaction that is 
>4n"ot based on a recommendation of the insurer or insurance .: 
producer; or 

(C) fails to provide complete or accurate information 

(2) An insurer or insurance producer's recommendation subject to 
subdivision (1) of this subsection shall be reasonable under , 

all the circumstances actually known to the insurer or 
insurance producer at the time of the recommendation. 

(d) (1) An insurer either shall ensure that a system to supervise 
recommendations that is reasonably designed to achieve 
compliance with sections 38a-432a-1 to 38a-432a-7, inclusive, 
of the Regulations of Connecticut State Agencies is established 
and maintained by complying with subdivisions (3) to (5), 
inclusive, of this subsection, or shall establish and maintain 
such a system, including, but not limited to: ,, 

(A) maintaining 'kitten procedures; and 
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(B) 	 conducting periodic reviews of its records that are 
 
reasonably designed to assist in detecting and preventing 
 
violations of sections 38a-432a-1 to 38a-432a-7, 
 
inclusive, of the Regulations of Connecticut State 
 
Agencies. 
 

(2) 	An agency either shall adopt a system established by an insurer 
 
to supervise recommendations of its insurance producers that is 
 
reasonably designed to achieve compliance with sections 38a- 
 
432a-1 to 38a-432a-7, inclusive, of the Regulations of 
 
Connecticut State Agencies, or shall establish and maintain 
 
such a system, including, but not limited to: 
 

(A) 	maintaining. written procedures; and 
 

(B) 	 conducting periodic reviews of records that are 
 
reasonably designed to assist in detecting and preventing 
 
violations of sections 38a-819-70 to 38a-819-76, 
 
inclusive, of the Reaulations of Connecticut State 
 
Agencies. 
 

%-3% 

(3) An insurer may contract with a pers~n,,~&~~@;~,uding 

-<.. ..	.~. 

an insurance 
 
producer or agency, to establish and&~ain-@iitg. 
. . .. .-. a system of 

..:.:... 
supervision as required by subdivisGon (1) -ci,?.&tthis subsection, 
 
with respect to insurance produc2e&s~_,uhder co~?'@~~%:~t 
with or 
 

..*A 
 . . i  . . 
d . 
employed by the person. - .  .. . :-~. 	 .. .. <.- : 
 

. .
- .  	  - ~ -....~.~......
(4) An insurer shall make r e a ~ ~ n a b ~ e  inqii,ry to ensuret.hat'-the 

person contracting under subdi~.v>&-sion .(&$%, of thls subsection is. 
performing the functions req~ire-d3~?~u.n-d-er subdivision+(l) of this 
 
subsection and shall take such adE$f?%h. as is reasonable under 
 
the circumstances orce the c~'&?~%~actual obligation to 
 
perform the function n insurer m~y.,~komply 
with its 
 
obligation to make iry b$-jrdp&ng all of the 
 
following: 
 

. . 

(A) ' the insurer. . 	 from the .-.. annua1l.y 0b t a in5 .~~a . - - ,~@' r t i f i c a t i on  
per:s.on-i;t-hacan individual whoj:rhas responsibility for the 
-delegat-e-e-d;s.functionsBas a reasonable basis to represent, -..-. 

.. . 

-5z2and does -;:represent, chat the person is performing the 
.:..s 
: : 

ne;qnired functions; an2d+=z? 
 
. . . . 
 

. . ..+ , .. . .. . . 
 

(-:B) the injirer, based on-: reasonable selection criteria, 
.: .. 

,... 
.+ .: 

. ... - . 

.'. .. .. . .. .. .: 
periodically select's persons contracted under subdivision 
 

r 

' : ( j ; ) .of Chis sutsec~ion for a review to determine whether :,< . .  

-.. 
, ? i ,  , . 

, .  .. . .. . .. .  . 

the~~'persons'.'are~~-perf
arming the required functions. The 
 
insurer shall-.perform those procedures to conduct the 
 . . . . .  . 

.. . > .  . revi6w.that Bre reasonable under the circumstances. 
 
J. ' .. . . .. 
. ~ . ~ .  

9 b::.. 
. , 

(5) "A:p5%insurer &$at contracts with a person pursuant to subdivision 
 
(31)g:is4f thi,s*subsection and that complies with the requirements 
to s@ple:rpi$se in subdivision (4) of this subsection shall have 
fulfi~'$&@l- its responsibilities under subdivision (1) of this 
subse$rion. 

(6) 	 An insurer or agency is not required by subdivisions (1) or (2) 
 
of this subsection to: 
 

(A) 	review, or provide for review of, all insurance producer 
 
solicited transactions; or 
 

( B )  	  include in its system of supervision an insurance 
producer's recommendations to [senior]consumers of 
products other than the annuities offered by the insurer 
or agency. 

(7) 	 An agency or agent contracting with an insurer pursuant to 
 
subdivision (3) of this subsection shall promptly, when 
 
requested by the insurer pursuant to subdivision (4) of this 
 
subsection, give a certification as described in subdivision 
 
(4) of this subsection or give a clear statement that it is 
 
unable to meet the certification criteria. 
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(8) 	 No individual may provide a certification under subdivision 
 
(4)(A) of this subsection unless: 
 

(A) 	 the individual is a senior manager with responsibility 
 
for the delegated functions; and 
 

( B )  	  the individual has a reasonable basis for making the 
certification. 

(e) Compliance with the National Association of Securities Dealers 
 
Conduct Rules pertaining to suitability shall satisfy the requirements 
 
under this section for the recommendation of variable annuities. Nothing 
 
in this subsection shall limit the commissioner's ability to enforce the 
 
provisions of sections 38a-432a-1 to 38a-432a-7, inclusive, of the 
 
Regulations of Connecticut State Agencies. 
 

Section 38a-432a-6 Mitigation of responsibility 
 

/:
(a) 	 The commissioner may order: 	 .8,--z?:* --

$--. 	 **A& 

s-


(1) 	 an insurer to take reasonably appropr~a~te'correct~ve actlon for 
 
any [senior] consumer harmed by the -9nsure-r I-s-, or by its 
 
insurance producer's, violation of Zecctions =3:8a-432a-1 to 38a- 
 
432a-7, inclusive, of the RegulaJt"ions -of Conn'ectlcut State 
 

Xf ,*- '<-	 * * .. .* -,	;Agencles
,==	 *&\ 

5- 
appropriate.co2rective 
(2) 	 an insurance producer to t2,$g,qeasongbly 


action for any [senior] co7nsumer*-harmed"-by 
the lnsurance 
 
producer s violation of sections. 38a5:4322a"kl to 38a-432a-7, 
 
inclusive, of the Regulations of .~onnecticut State Agencles; 
 

". -3and 
 :+ -

% 

(3) 	an agency that employs,-or-:co_ncraccs 	 wlth-an->insurance producer 
 
to sell, or solicit t h e  sai$~~o~_annuitiks 
to 
 
[senior] consumers, to t%ke reSesonably apc>opriate corrective 
 
action f o ~ ~  
any [senior] .consumer harmgd by the lnsurance 
 
produce~-~i!3.vlolacion
of sections 38a-432a-1 to 38a-432a-7, 
 
inclus~~vk,
Gfgt-h? ~e~ulat&ns of cdnnecticut state Agencies. 

=&<& -L-/-- _ - \ 
a ,- -	 5

,
(b) Any appllcabpe*spenaltyzof che Connecticut General Statutes for a 
 
violation of subsect~on~s (a;)*,-*::(b), and (c) (2) of sectlon 38a-432a-74 of the 
 
Connecticu2,General ~tapules maysb-e?r-ed6ced or eliminated at the discretion 
 
of the ~~rfunissio~e~ ac-t7ion for the [senior] consumer was 
 lf &&i?rective 
taken p$omptly arft%r-a vi0'-ldgtaon was discovered. Nothing contained In this 
sectibn~shall be construed c-o 1-hmit the commissioner 's authority to 
terr6inat^e50r suspend *a-;p,roducer-or insurer's license or to pursue other 
legal ~;<?@~gulator~ aztlon . . puf!.iuant to the insurance laws of the state of 
connect icbTc;.%' ; - 

r _ -., j;A 

Section 38a-4*322;7 /,-'~ecord keeping 
 ., -9
.+ ..,d'.,:&<- &--

-5>&*  -
(a) Insurers, gQe'ndies and insurance producers shall maintain or be able 
 
to make available&@o the commissioner records of the information collected 
 
from the [senior] consumer and other information used in making the 
 
recommendations that were the basis for insurance transactions for seven 
 
years after the insurance transaction is completed by the insurer. An 
 
insurer is permitted, but shall not be required, to maintain documentation 
 
on behalf of an insurance producer. 
 

(b) Records required to be maintained by 38a-432a-1 to 38a-432a-7, 
 
inclusive of the Regulations of Connecticut State Agencies may be 
 
maintained in paper, photographic, microprocess, magnetic, mechanical or 
 
electronic media or by any process that accurately reproduces the actual 
 
document. 
 

Statement of purpose: To modify Sections 38a-432a-1 to 38a-432a-7, inclusive 
 
of the Regulations of Connecticut State Agencies to establish standards and 
 
procedures for recommendations to all consumers, regardless of age, that 
 
result in a transaction involving annuity products so that the insurance 
 
needs and financial objectives of all consumers at the time of the 
 
transaction are appropriately addressed. 
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A. 	The problems, issues or circumstances that the regulation proposes to address. 

These regulations set forth standards and procedures for recommendations to 
 
consumers that result in a transaction involving annuities so that the 
 
insurance needs and financial objectives of consumers known at the time of 
 
the recommendation are appropriately addressed. 
 

B. 	A summary of the main provisions of the regulation. 

This regulation sets forth the duties of the producers for recommendations to consumers that 
result on annuity transactions. These duties include understanding the prospect's needs and 
financial objectives. 

C. 	The legal effects of the regulation, including all ways that the regulation would 
change existing regulations or other laws. 

This broadens the existing regulation which is targeted at senior consumers to all annuity 
consumers. ,?.>.'
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