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AN ACT to repeal 628.347 (2) (b) 1., 628.347 (2) (b) 2., 628.347 (2) (b) 3., 628.347 (2) (b) 4. and 628.347 (6) (b);
to renumber 628.347 (7)o renumber and amend 628.347 (2) (a), 628.347 (2) (b) (intro.), 628.347 (2) (d) and
628.347(4); to amend 628.347 (title), 628.347 (1) (a), 628.347 (1) (b), 628.347 (2) (title), 628.347 (5) (intro.) and
628.347(6) (c);to repeal and recreate 628.347 (2) (c), 628.347 (3) and 628.347 (4) (title); @ntteate 628.347
(1) (am), 628.347 (1) (d), 628.347 (1) (e), 628.347 (2) (a) 1., 628.347 (2) (a) 2., 628.347 (2) (a) 3., 628.347 (2) (a)
4.,628.347 (2) (bm), 628.347 (2) (dm), 628.347 (3m), 628.347 (4) (b), 628.347 (4) (c), 628.347 (4m), 628.347 (5)
(d) and 628.347 (7) (b) of the statutedating to: suitability of annuity contracts and granting rule—making author
ity.

The people of the state of Wisconsin, represented in resultsin the purchase-pexchange, or replacemesitan
senate and assembly, do enact as follows: annuityin accordance with that advice.
SecTION 5. 628.347 (1) (dpf the statutes is created
SecTioN 1. 628.347 (title) of the statutes is amended to read:

toread: 628.347(1) (d) “Replacement” means a transaction
628.347 (title) Suitability of in annuity salesto in which a new annuity is to be purchased and it is known,

consumerstransactions. or should be known to the proposing insurance interme
SECTION 2. 628.347 (1) (a) of the statutes is amended diary, or to the proposing insurer if no intermediary is

to read: involved, that by reason of the transaction existing
628.347(1) (a) “Annuity” means a fixed or variable policy or contract has been or is to be any of the follow

annuitythat is_an insurance product thatndividually ing:

solicited,whetherthe product is classified as endivid- 1. Lapsed, forfeited, surrendered or partially surren

ual or group annuity dered,assigned to the replacing insy@rotherwise ter
SEcTION 3. 628.347 (1) (am) of the statutes is created minated.

to read: 2. Converted to reduced paid-up insurance, centin

628.347(1) (am) “FINRA” means the Financial uedas extended term insuranceptierwise reduced in
IndustryRegulatory Authority or a succeeding agency valueby the use ohonforfeiture benefits or other policy
SeEcTION 4. 628.347 (1) (b) of the statutes is amended values.
to read: 3. Amended so as tofett either a reduction ibene
628.347(1) (b) “Recommendation” means advice fits or a reduction in the term farhich coverage would
providedby an insurance intermediaor an insurerif no  otherwiseremain in force or for which benefits would
intermediaryis involved,to an individual consumer that  otherwisebe paid.

* Section 9911, WisconsIN STaTuTES 200708 : BEctive date of acts. “Every act and every portion of an act enacted by the legislatu
the governotrs partial veto which does not expressly prescribe the time when it tatssbill take ééct on the day after its date of publicati
asdesignated” by the secretary of state [the date of publication may not be more than 10 working days after the date of enactment].
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4. Reissued with a reduction in cash value.

5. Used in a financed purchase.

SeCTION 6. 628.347 (1) (ebf the statutes is created
to read:

628.347(1) (e) “Suitability information” means
informationthat is reasonably appropriate to determine
the suitability of a recommendation, including all of the
following:

1. Age.

2. Annual income.

3. Financial situation and needs, including the finan
cial resources used for the funding of the annuity

4. Financial experience.

5. Financial objectives.

6. Intended use of the annuity

7. Financial time horizon.

8. Existing assets, including investment and life
insuranceholdings.

9. Liquidity needs.

10. Liquid net worth.

11. Risk tolerance.

12. Tax status.

SECTION 7. 628.347 (2) (title) of the statutes i
amendedo read:

628.347(2) (title) DUTIES OF INSURERSAND INSUR-
ANCE INTERMEDIARIES WITH REGARD TO RECOMMENDA-
TIONS AND ISSUANCE OF ANNUITIES.

SeCTION 8. 628.347(2) (a) of the statutes is renum
bered628.347 (2) (a) (intro.) and amended to read:

628.3412) (a) (intro.) -Except-as-provided-in-pém),
aninsurance-intermediargrinsurer-if no-intermediary
is-involved,-may notecommendn recommendindo a
consumethe purchase of amnnuity or theexchange of
anannuity-if the recommendatidghatresults in an insur
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628.347(2) (a) 2. The consumer would benefit from
certain features of the annuitysuch as tax-deferred
growth, annuitization, or death or living benefit.

SecTiON 11. 628.347 (2) (a) 3. of the statutes is
createdo read:

628.347(2) (a) 3. The particular annuity as a whole,
the underlying subaccounts to which furdsallocated
atthe time of purchase or exchange of the anpaitg
ridersand similar product enhancements, if, &g suit
able,and in the case of an exchange or replacement, the
transactioras a whole is suitable, ftie particular con
sumerbased on his or her suitability information.

SECTION 12. 628.347 (2) (a) 4. of the statutes is
createdo read:

628.347(2) (a) 4. In the case of an exchange or
replacemenbf an annuitytheexchange or replacement
is suitable, including taking intoonsideratiorall of the
following:

a. Whether the consumer will incur a surrender
chargepe subject to the commencement of a new surren
der period, lose existing benefits, such as death, living, or
other contractual benefits, or be subject to increased fees,
investmentadvisory fees, or chages forriders and simi
lar product enhancements.

b. Whether the consumer would benefit from product
enhancementand improvements.

c. Whether the consumer hhad another annuity
exchanger replacement and, jparticular an exchange
or replacement within the preceding 36 months.

SecTION 13. 628.347 (2) (b) (intro.) of the statutes is
renumbere®28.347 (2) (b) and amended to read:

628.347(2) (b) Before making a recommendation
describedin par (a), an insurance intermediargr
insurerif no intermediary is involvedshall make reasen

ancetransaction or series of insurance transactions-unlessbleefforts to obtain the consunisrsuitabilityinforma

the_an insurancétermediaryor insurer-haff no inter
mediaryis involved, shall havereasonable grounds to
believethat the recommendation is suitable for ¢he

sumeron the basis of facts disclosed by the consumer as

tion concerning-all-of the following:
SeEcTION 14. 628.347 (2) (b) 1. of the statutes is

repealed.

SecTiON 15. 628.347 (2) (b) 2. of the statutes is

to his or herinvestments, other insurance products, and repealed.

financial situationand needsincluding the consumisr
suitability information, and that all of the followiraye
true:

SeECTION 9. 628.347 (2) (a) 1. of thetatutes is created
toread:

SecTION 16.
repealed.

SECTION 17.
repealed.

SecTioN 18.

628.347 (2) (b) 3. of the statutes is
628.347 (2) (b) 4. of the statutes is

628.347 (2) (bm) othe statutes is

628.3472) (a) 1. The consumer has been reasonably createdo read:

informedof various features of the annyiguch as the
potentialsurrendeiperiod and surrender clyay;, poten

628.347(2) (bm) Except as permitted under.ga),
aninsurer may not issue an annttityt is recommended

tial tax penalty if the consumer sells, exchanges, surren by the insurer or its insurance intermediary to a consumer

ders,or annuitizeshe annuity mortality and expense
fees,investment advisorfees, potential chges for and
featuresof riders, limitations on interest returns, insur
anceand investment components, and market risk.

SecTioN 10. 628.347 (2) (a) 2. of the statutes is
createdo read:

unlessit is reasonable to believe that the annuity is suit
able based on the consunsesuitability information.
SECTION 19. 628.347 (2) (c) of the statutes is repealed
andrecreated to read:
628.3412) (c) 1. Subject to subd. 2., neither an insur
anceintermediary nor an insurer has any obligatioa to
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consumemwunder par(a) or (bm) related to any annuity
transactiorif any of the following applies:

a. Neither the insurance intermediary nor ith&urer
madea recommendation.

b. The insurance intermediary or insurer made a rec
ommendatiorbut the recommendation wiater found to
havebeen preparedased on inaccurate material infor
mationprovided by the consumer

¢. The consumer refuses to provide relevant suitabil
ity information and the annuity transaction is not recom
mended.

d. The consumer decidds enter into an annuity
transactiorthat is not based on a recommendation of the
insureror the insurance intermediary

SecTioN 20. 628.347 (2) (d) of thetatutes is renum
bered628.347 (2) (c) 2. and amended to read:

628.3472) (c) 2.-Any-recommendation-of an-insurer

. ’ . I el

j igati )An insurets issuance
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3. Provide product-specific training and training
materialsthat explain almaterial features of its annuity
productsto its insurance intermediaries.

4. Maintain procedures for review of each reeom
mendation before issuance of an annuity thate
designedto ensure that there is a reasonable b@sis
determinghata recommendation is suitable. An insur
er’'s procedures may apply a screening system for the pur
poseof identifying selected transactions for additional
review. An insurets procedures may be accomplished
electronicallyor through othemeans, including physical
review. An electronic or other system may be designed
to require additional review only of those transactions
identifiedfor additional review by the selection criteria.

5. Maintain reasonable procedures to detect recom
mendationghat are not suitable, which may include-con
firmation of consumer suitability information, system
atic customer surveysnterviews, confirmation letters,
and programs of internal monitoring. Nothing in this

of an annuity under circumstances specified in subd. 1. asubdivisionprevents an insurer frooomplying with this

to d. shall be reasonable undgf circumstances actually
known to the insurer-or-insurance-intermediatythe
time the recommendation-is-madanuity is issued

SecTiON 21. 628.347 (2) (dm) othe statutes is
createdo read:

628.347(2) (dm) An insurance intermediargr
insurerif no intermediary is involved, shall at the time of
saledo all of the following:

1. Make a record of any recommendation suliject
par.(a).

2. Obtain a customer-signed statenaatumenting
acustome’s refusal, ifany to provide suitability infor
mation.

3. If a customer decides to enter into an anrtuatys
action that is not based tireinsurance intermediayor
insurer's recommendation, obtain a customer-signed
statemenacknowledging that thennuity transaction is
notrecommended by the intermediary or insurer

SECTION 22. 628.347 (3)of the statutes is repealed
andrecreated to read:

628.347(3) INSURER'SSUPERVISORYRESPONSIBILITY.

subdivisionby applyingsampling procedures or by con
firming suitability information after issuance or delivery
of the annuityor both.

6. Annually provide a report to senior management,
including to the senior manager responsible for audit
functions,that details a reviewvith appropriaté¢esting,
thatis reasonably designeddetermine the &ctiveness
of the supervision system, the exceptitmad, and cor
rectiveaction taken or recommended, if any

(b) 1. Nothing in this subsection restricts an insurer
from contracting for the performance of a function
requiredpar (a), includingmaintenance of procedures.
An insurer is responsible for taking appropriate correc
tive action and may be subject to, sanctions and penalties
undersubs. (5) and (6jegardless of whether the insurer
contractsfor the performance of fanction and regard
lessof the insuréeis compliance with subd. 2.

2. An insurets supervision systemnder par(a)
shallinclude supervision of any contractygarformance
underthis subsection, including all of the following:

a. Monitoringand, as appropriate, conducting audits

(a) An insurer shall establish a supervision system thatto ensure that the contracted functisnproperly per

is reasonably designed sxhieve the insurts and its
insurancentermediaries’ compliance with théection.
Underthe system, the insurer shall do at least all of the
following:

1. Maintain reasonable procedures to inform its
insurancentermediaries of the requirements of this-sec
tion and incorporate the requirements of this section into
relevantinsurance intermediary training manuals.

2. Establish standards for insurance intermediary
producttraining and maintain reasonable procedures to
requireits insurance intermediaries to comply with the
requirement®f sub. (4m).

formed.

b. Annually obtaining a certification from a senior
managemho has responsibility fahe contracted funrc
tion that the manager has a reasonable basis to represent,
and does represent, that the functimnproperly per
formed.

(c) Aninsurer is not required to include in its system
of supervision an insurance intermediamgécommenda
tionsto consumers of products other than the annuities
offeredby the insurer

SecTION 23. 628.347 (3m) of the statutes is created
to read:
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628.347(3m) PROHIBITED ACTS OF INTERMEDIARY.
An insurance intermediary may rdissuade, or attempt
to dissuade, a consumer from doing afiyhe following:

(a) Truthfully responding to an insufsrrequest for
confirmationof suitability information.

(b) Filing a complaint.

(c) Cooperating with the investigation ofcam
plaint.

SECTION 24. 628.347(4) (title) of the statutes is
repealechnd recreated to read:

628.347(4) (title) FNANCIAL INDUSTRY REGULATORY
AUTHORITY RULES.

SeCTION 25. 628.347 (4) of the statutes is renrum
bered628.347 (4) (a) and amended to read:

628.347(4) (a) -Complianc&ubject to pars. (b) and
(c), salesmade in complianceith the National-Associa
tion-of Securities Dealers Conduct RUEBIRA require
mentspertaining to suitability-satisfiemnd supervision
of annuity transactions satisthe requirements under
sub-(2)forthe recommendation-of variable-annuities
section Nothing in this subsection, howeyémits the
commissioner'ability to enforcehis section, including
conducting any investigation necessary for that enforce
ment

SECTION 26. 628.347 (4) (b) of the statutescieated
to read:

628.347(4) (b) For par(a) to applyan insurer must
do all of the following:

1. Monitorthe FINRA member broker—dealer using
informationcollected in the normal course of an insigrer
business.

2. Provideto the FINRA member broker—dealer

_4_
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videdby an education provider approved by the commis
sioner.

b. Insurance intermediaries who hold ailifeurance
line of authority on the &fctive date of this subd. 1. b. ....
[LRB inserts date], and who desire to sell annuities must
completethe requirements of this paragraph within 6
monthsafter the dective date of this subd. f. .... [LRB
insertsdate]. Individuals who obtainlée insurance line
of authority on or after the fefctive date othis subd. 1.

b. .... [LRB inserts datejnay not engage in the sale of
annuitiesuntil they have completed the annuity training
course required under this paragraph.

2. The minimum length of the training required under
this paragraph shall be digient to qualify for at least 4
continuingeducation credits, but may be longer

3. The training required under this paragraph shall
includeinformation on all of the following topics:

a. The types of annuities and various classifications
of annuities.

b. Identification of the parties to an annuity

c. How fixed, variable, anthdexed annuity contract
provisionsaffect consumers.

d. The application of income taxation of qualified
andnon—qualified annuities.

e. The primary uses of annuities.

f. Appropriate sales practices and replaceraenat
disclosurerequirements.

4. Providers ofannuity training courses intended to
complywith this paragraph shall cover alfl the topics
listedunder subd. 3. and may not present any marketing
information or providetraining on sales techniques or
providespecific information about a particuliasurers

informationand reports that are reasonably appropriate products. Additional topics may be fdred in conjune
to assist the FINRA member broker—dealer to maintain tion with and in addition to those listed under subd. 3.

its supervision system.

SECTION 27. 628.347 (4) (c) of the statutescieeated
to read:

628.347(4) (c) This subsection applies to FINRA
broker—dealesales of variable annuities and fixed annui
tiesif the suitability and supervision are similar to those
appliedto variable annuity sales.

SeECTION 28. 628.347 (4m) of the statutes is created
to read:

628.347(4m) INSURANCE INTERMEDIARY TRAINING.

5. A provider of an annuity training course intended
to comply with this paragrapshall register as a continu
ing education provider in this state and comply with the
rulesand guidelines applicabte insurance intermediary
continuingeducation courses as set forthrutes of the
office governing intermediary continuing education
requirements.

6. Annuity training courses may be conducted and
completedoby classroom or self-study methods in aecor
dancewith rules of the dfce governing intermediary

(a) An insurance intermediary may not solicit the sale of continuingeducation requirements.

anannuity product unless the insurance intermediary has

adequateknowledge of the produdb recommend the
annuityand the insurance intermediary is in compliance
with the insurers standards for product training. An
insuranceintermediary may rely omsurer—provided
product-specifictraining standardsand materials to
complywith this paragraph.

(b) 1. a. An insurance intermediary who engages in

the sale of annuity products shall complete a one-time

training course approved by the commissioner and pro

7. Providers of annuity training shall comply with the
reporting requirements and shall issue certificates of
completionin accordance with rules of thdioé govern
ing intermediary continuing education requirements.

8. Satisfaction of thetraining requirements of
anotherstate that are substantially simitarthe require
mentsof this paragraph satisfies the training require
mentsof this paragraph in this state.

9. Aninsurer shall verify that an insurance intermedi
ary has completed the annuitsaining course required
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underthis paragrapbefore allowing the intermediary to 628.347(6) (c) The commissioner may-promulgate
sellan annuity product for that insurefn insurer may  rulesrelated-tdoy rule provide fothe reduction oelimi-
satisfyits responsibility under this subdivision blgtair nationof penalties for violationa penalty under pafa)
ing certificates of completion of the training course or for a violationof this sectioren-the-basis-of promjitcor-
obtainingreports provided bgommissioner—-sponsored rectiveaction istaken-to-correct-any-harm-caused-to-con
databaseystems or vendors or frommreasonably reli sumersdy theviolationdor theconsumer promptly after
able commercial database vendor that has a reportingthe violation is discovered or the violationrnst part of

arrangementvith approved insurance educatiomvid- a pattern or practice

ers. SeEcTION 33. 628.347 (7) of the statutes is renum
SeCTION 29. 628.347 (5) (intro.) of the statutés bered628.347 (7) (a).

amendedo read: SecTioN 34. 628.347 (7) (b) of the statutescieated
628.347(5) RemEDBIAL COMPLIANCE; REMEDIAL MEA- to read:

SURES. (intro.) -TheAn insurer is responsible for ceam 628.347(7) (b) Records that are required to be main

pliancewith this section. If a violation occurs, either tainedunder this section may be maintained in paper
becausef the action omaction of the insurer or its insur ~ photographic, microprocess,magnetic, or electronic
anceintermediarythe commissioner may do any tife mediaor by any process that accurately reproduces the

following: actualdocument.
SecTioN 30. 628.347 (5) (d) of the statutescieated SecTION 36. Effective dates. This acttakes de&ct on
to read: thefirst dayof the 12th month beginning after publica
628.347(5) (d) Impose any appropriate penalties  tion, except as follows:
sanctions. (1) RULE REDUCING OR ELIMINATING PENALTY. The
SecTioN 31. 628.347 (6) (b) of the statutes is treatmenbf section 628.34{®) (b) and (c) of the statutes
repealed. takeseffect on the day after publication.

SecTioN 32. 628.347 (6) (c) of thestatutesis
amendedo read:




