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SENATE BI LL 6631

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on
By Senators Berkey, Benton, Marr, and Roach

Read first time 01/21/08. Referred to Commttee on Financial
Institutions & | nsurance.

AN ACT Relating to adopting the life settlenents nodel act; adding
a new chapter to Title 48 RCW and prescribing penalties.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW SECTION. Sec. 1. SHORT TITLE. This chapter may be cited as
the "life settlenents act."”

NEW SECTION. Sec. 2. DEFIN TIONS. The definitions in this
section apply throughout this chapter unless the context <clearly
requires otherw se.

(1) "Advertisenment" mnmeans any witten, electronic, or printed
communi cation or any comunication by nmeans of recorded telephone
messages or transmtted on radio, television, the internet, or simlar
communi cations nedia, including film strips, notion pictures, and
vi deos, published, dissemnated, circulated, or placed before the
public, directly or indirectly, for the purpose of creating an interest
in or inducing a person to purchase or sell, assign, devise, bequest,
or transfer the death benefit or ownership of a |ife insurance policy
or an interest in alife insurance policy pursuant to a life settl enent
contract.
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(2) "Broker" means a person who, on behalf of an owner and for a
fee, comm ssion, or other valuable consideration, offers or attenpts to
negotiate life settlenent contracts between an owner and providers. A
br oker represents only the owner and owes a fiduciary duty to the owner
to act according to the owner's instructions, and in the best interest
of the owner, notwthstanding the manner in which the broker is
conpensated. A broker does not include an attorney, certified public
accountant, or financial planner retained in the type of practice
customarily perfornmed in their professional capacity to represent the
owner whose conpensation is not paid directly or indirectly by the
provi der or any other person, except the owner.

(3) "Business of life settlenents” neans an activity involved in,

but not limted to, offering to enter into, soliciting, negotiating,
procuring, effectuating, nonitoring, or tracking life settlenent
contracts.

(4) "Chronically ill" neans:

(a) Being unable to perform at l|least two activities of daily
living, i.e., eating, toileting, transferring, bathing, dressing, or

conti nence;

(b) Requiring substantial supervision to protect the individua
fromthreats to health and safety due to severe cognitive inpairnment;
or

(c) Having a level of disability simlar to that described in (a)
of this subsection as determned by the United States secretary of
heal th and human servi ces.

(5) "Conmm ssioner"” neans the insurance comr ssioner.

(6)(a) "Financing entity" neans an underwiter, placenent agent,
| ender, purchaser of securities, purchaser of a policy or certificate
from a provider, credit enhancer, or any entity that has a direct
ownership in a policy or certificate that is the subject of a life
settlenment contract, but:

(1) Wwose principal activity related to the transaction is
providing funds to effect the life settlenent contract or purchase of
one or nore policies; and

(1i) Who has an agreenent in witing wwth one or nore providers to
finance the acquisition of life settlenment contracts.

(b) "Financing entity" does not include a nonaccredited investor or
pur chaser.
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(7) "Financing transaction"” neans a transaction in which a |icensed
provi der obtains financing froma financing entity including, wthout
limtation, any secured or wunsecured financing, any securitization
transaction, or any securities offering which either is registered or
exenpt fromregistration under federal and state securities |aw.

(8) "Fraudulent life settlenent act" includes:

(a) Acts or omssions commtted by any person who, know ngly and
with intent to defraud, for the purpose of depriving another of
property or for pecuniary gain, commts, or permts its enployees or
its agents to engage in acts including, but not limted to:

(1) Presenting, causing to be presented, or preparing wth

knowl edge and belief that it wll be presented to or by a provider,
prem um finance |ender, broker, insurer, insurance producer, or any
other person, false material information, or concealing materi al

i nformation, as part of, in support of, or concerning a fact materi al
to one or nore of the foll ow ng:

(A) An application for the issuance of a life settlenent contract
or insurance policy;

(B) The underwiting of a life settlenent contract or insurance
policy;

(© A claimfor paynent or benefit pursuant to a life settlenent
contract or insurance policy;

(D) Premuns paid on an insurance policy;

(E) Paynments and changes in ownership or beneficiary nade in
accordance with the terns of a life settlenent contract or insurance
policy;

(F) The reinstatenent or conversion of an insurance policy;

(G Inthe solicitation, offer to enter into, or effectuation of a
life settlenment contract, or insurance policy;

(H) The issuance of witten evidence of |ife settlenment contracts
or insurance;

(') Any application for, or the existence of or any paynents
related to, a loan secured directly or indirectly by any interest in a
life insurance policy; or

(J) Enter into any practice or plan which involves stranger-
originated life insurance.

(1i) Failing to disclose to the insurer where the request for such
di scl osure has been asked for by the insurer that the prospective
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insured has undergone a |ife expectancy evaluation by any person or
entity other than the insurer or its authorized representatives in
connection wth the issuance of the policy.

(iii) Enploying any device, schene, or artifice to defraud in the
business of life settlenents.

(tv) In the solicitation, application, or issuance of a life
i nsurance policy, enploying any device, schene, or artifice in
violation of state insurable interest |aws.

(b) I'n the furtherance of a fraud or to prevent the detection of a
fraud any person commits or permts its enployees or its agents to:

(1) Renove, conceal, alter, destroy, or sequester from the
comm ssioner the assets or records of a l|licensee or other person
engaged in the business of life settlenents;

(ii) Msrepresent or conceal the financial condition of a |licensee,
financing entity, insurer, or other person;

(ti1) Transact the business of |life settlements in violation of
laws requiring a license, certificate of authority, or other |egal
authority for the transaction of the business of life settlenents;

(iv) File with the comm ssioner or the chief insurance regulatory
of ficial of another jurisdiction a docunent containing false
i nformati on or otherw se concealing informati on about a material fact
fromthe conmm ssioner;

(v) Engage in enbezzlenment, theft, m sappropriation, or conversion
of noneys, funds, premuns, credits, or other property of a provider,
i nsurer, insured, owner, insurance, policy owner, or any other person
engaged in the business of life settlenents or insurance;

(vi) Knowi ngly and with intent to defraud, enter into, broker, or
otherwise deal in alife settlenment contract, the subject of which is

a |life insurance policy that was obtained by presenting false
information concerning any fact material to the policy or by
concealing, for the purpose of msleading another, information

concerning any fact material to the policy, where the owner or the
owner's agent intended to defraud the policy's issuer;

(vii) Attenpt to commt, assist, aid, or abet in the conm ssion of,
or conspiracy to commt, the acts or omssions specified in this
subsection; or

(viii) Msrepresent the state of residence of an owner to be a
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state or jurisdiction that does not have a | aw substantially simlar to
this chapter for the purpose of evading or avoiding the provisions of
this chapter.

(9) "lInsured" neans the person covered under the policy being
considered for sale in alife settlenent contract.

(10) "Life expectancy" neans the arithnetic nean of the nunber of
mont hs the insured under the life insurance policy to be settled can be
expected to live as determned by a |ife expectancy conpany considering
medi cal records and appropriate experiential data.

(11) "Life insurance producer"” neans any person licensed in this
state as a resident or nonresident insurance producer who has received
qualification or authority for life insurance coverage or a life |line
of coverage pursuant to RCW48.17.170.

(12)(a) "Life settlenment contract” neans a witten agreenent
entered into between a provider and an owner, establishing the terns
under which conpensation or any thing of value will be paid, which
conpensation or thing of value is |l ess than the expected death benefit
of the insurance policy or certificate, in return for the owner's
assi gnnent, transfer, sale, devise, or bequest of the death benefit or
any portion of an insurance policy or certificate of insurance for
conpensation, provided, however, that the mninum value for a life
settlenment contract shall be greater than a cash surrender value or
accel erated death benefit available at the time of an application for
alife settlenment contract.

(b) "Life settlenment contract"” also includes the transfer for
conpensation or value of ownership or beneficial interest in a trust or
other entity that owns such policy if the trust or other entity was
formed or availed of for the principal purpose of acquiring one or nore
life insurance contracts, which life insurance contract insures the
life of a person residing in this state.

(c) "Life settlenent contract” al so includes:

(1) A witten agreenent for a loan or other |ending transaction
secured primarily by an individual or group life insurance policy; or

(iit) Apremumfinance |oan made for a policy on or before the date
of issuance of the policy where:

(A) The | oan proceeds are not used solely to pay premuns for the
policy and any costs or expenses incurred by the | ender or the borrower
in connection with the financing;
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(B) The owner receives on the date of the prem um finance |oan a
guarantee of the future life settlenent value of the policy; or

(© The owner agrees on the date of the premum finance |oan to
sell the policy or any portion of its death benefit on any date
follow ng the i ssuance of the policy.

(d) "Life settlenent contract" does not include:

(i) Apolicy loan by a life insurance conpany pursuant to the terns
of the life insurance policy or accel erated death provisions contained
inthe life insurance policy, whether issued with the original policy
or as a rider;

(i) A premum finance |loan or any |oan nade by a bank or other
licensed financial institution, provided that neither the default on
the loan nor the transfer of the policy in connection wth such a
default i1s pursuant to an agreenent or understanding with any other
person for the purpose of evading regulation under this chapter;

(tit) A collateral assignment of a l|life insurance policy by an
owner ;

(iv) Aloan made by a | ender that does not violate any provision of
this title, provided the loan is not described in (a) of this
subsection, and is not otherwwse wthin the definition of Ilife
settlenment contract;

(v) An agreenent where all the parties (A are closely related to
the insured by blood or law, or (B) have a |l awful substantial econom c
interest in the continued life, health, and bodily safety of the person
insured, or are trusts established primarily for the benefit of those
parties;

(vi) Any designation, consent, or agreenent by an insured who is an
enpl oyee of an enployer in connection with the purchase by the
enpl oyer, or trust established by the enployer, of life insurance on
the life of the enpl oyee;

(vii) A bona fide business succession planning arrangenent:

(A) Between one or nore shareholders in a corporation or between a
corporation and one or nore of its shareholders or one or nore trust
establ i shed by its sharehol ders;

(B) Between one or nore partners in a partnership or between a
partnership and one or nore of its partners or one or nobre trust
established by its partners; or
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(C) Between one or nore nenbers in alimted l[iability conpany or
between a limted liability conpany and one or nore of its nenbers or
one or nore trust established by its nenbers;

(viii) An agreenent entered into by a service recipient, or a trust
established by the service recipient, and a service provider, or a
trust established by the service provider, who perforns significant
services for the service recipient's trade or business; or

(i1x) Any other contract, transaction, or arrangenent from the
definition of life settlenent contract that the comm ssioner determ nes
is not of the type intended to be regulated by this chapter.

(13) "Net death benefit" nmeans the amount of the life insurance
policy or certificate to be settled less any outstanding debts or
l'iens.

(14)(a) "Omer" nmeans the owner of a life insurance policy or a
certificate holder under a group policy, with or without a term na
i1l ness, who enters or seeks to enter into a life settlenent contract.
For the purposes of this chapter, an owner shall not be limted to an
owner of a life insurance policy or a certificate hol der under a group
policy that insures the life of an individual with a termnal or
chronic illness or condition except where specifically addressed.

(b) "Omer" does not include:

(1) Any provider or other licensee under this chapter;

(ii) Aqualified institutional buyer as defined in rule 144A of the
federal securities act of 1933, as anended;

(ti1) Afinancing entity;

(1v) A special purpose entity; or

(v) Arelated provider trust.

(15) "Patient identifying information” means an insured' s address,
t el ephone nunber, facsimle nunber, electronic mail address, photograph
or |ikeness, enployer, enploynent status, social security nunber, or
any other information that is likely to lead to the identification of
t he insured.

(16) "Policy" means an individual or group policy, group
certificate, contract, or arrangenent of life insurance owned by a
resident of this state, regardl ess of whether delivered or issued for
delivery in this state.

(17) "Premum finance |oan" neans a loan nmade primarily for the
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pur poses of making prem um paynents on a life insurance policy, which
| oan is secured by an interest in the life insurance policy.

(18) "Person" neans any natural person or legal entity, including
but not Iimted to, a partnership, Ilimted Iliability conpany,
associ ation, trust, or corporation.

(19)(a) "Provider" neans a person, other than an owner, who enters
into or effectuates a life settlenent contract with an owner.

(b) "Provider" does not include:

(1) Any bank, savings bank, savings and | oan association, or credit
uni on;

(i) A licensed lending institution or creditor or secured party
pursuant to a prem um finance | oan agreenent which takes an assi gnnent
of a life insurance policy or certificate issued pursuant to a group
life insurance policy as collateral for a |oan;

(iii) The insurer of a life insurance policy or rider to the extent
of providing accelerated death benefits or riders under an approved
policy formor cash surrender val ue;

(iv) Any natural person who enters into or effectuates no nore than
one agreenent in a calendar year for the transfer of a life insurance
policy or certificate issued pursuant to a group life insurance policy,
for conpensation or anything of value less than the expected death
benefit payabl e under the policy;

(v) A purchaser;

(vi) Any authorized or eligible insurer that provides stop |oss
coverage to a provider, purchaser, financing entity, special purpose
entity, or related provider trust;

(vii) A financing entity;

(viii) A special purpose entity;

(1x) Arelated provider trust;

(x) A broker; or

(xi) An accredited investor or qualified institutional buyer as
defined, respectively, in regulation D, rule 501 or rule 144A of the
federal securities act of 1933, as anended, who purchases a life
settlenment policy froma provider.

(20) "Purchased policy" neans a policy or group certificate that
has been acquired by a provider pursuant to a life settlenent contract.

(21) "Purchaser" nmeans a person who pays conpensation or anything
of value as consideration for a beneficial interest in a trust whichis
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vested with, or for the assignnent, transfer, or sale of, an ownership
or other interest in a life insurance policy or a certificate issued
pursuant to a group life insurance policy which has been the subject of
alife settlenent contract.

(22) "Related provider trust" neans a titling trust or other trust
established by a licensed provider or a financing entity for the sole
pur pose of holding the ownership or beneficial interest in purchased
policies in connection with a financing transaction. In order to
qualify as a related provider trust, the trust nmust have a witten
agreenent with the licensed provider under which the |Iicensed provider
is responsible for ensuring conpliance wth all statutory and
regul atory requirenments and under which the trust agrees to nmake al
records and files relating to life settlenent transactions available to
the comm ssioner as if those records and files were nmaintained directly
by the |icensed provider.

(23) "Settled policy" nmeans a life insurance policy or certificate
that has been acquired by a provider pursuant to a life settlenent
contract.

(24) "Special purpose entity" nmeans a corporation, partnershinp,
trust, limted liability conpany, or other legal entity formed solely
to provide either directly or indirectly access to institutional
capital markets for a financing entity or provider:

(a) In connection with a transaction in which the securities in the
speci al purpose entity are acquired by the owner or by a "qualified
institutional buyer" as defined in rule 144 pronul gated under the
federal securities act of 1933, as anended; or

(b) Wen the securities pay a fixed rate of return comrensurate
Wi th established asset-backed institutional capital markets.

(25) "Stranger-originated life insurance" is a practice or plan to
initiate a life insurance policy for the benefit of a third-party
investor who, at the tinme of policy origination, has no insurable
interest in the insured. Stranger-originated |ife insurance practices
include but are not limted to cases in which life insurance is
purchased with resources or guarantees from or through a person, or
entity, who, at the tinme of policy inception, could not lawfully
initiate the policy hinself or itself, and where, at the tine of
inception, there is an arrangenent or agreenent, whether verbal or
witten, to directly or indirectly transfer the ownership of the policy
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and/or the policy benefits to a third party. Trusts that are created
to give the appearance of insurable interest and are used to initiate
policies for investors violate insurable interest laws and the
prohi bition against wagering on life. Stranger-originated life
i nsurance arrangenents do not include those practices set forth in
subsection (12)(d) of this section.

(26) "Termnally ill" means having an illness or sickness that can
reasonably be expected to result in death in twenty-four nonths or
| ess.

NEW SECTION. Sec. 3. LICENSING REQUI REMENTS. (1) A person,
wher ever | ocated, shall not act as a provider or broker with an owner
or multiple owners who is a resident of this state, wthout first
having obtained a |license fromthe commssioner. |If there is nore than
one owner on a single policy and the owners are residents of different
states, the life settlenent contract shall be governed by the |aw of
the state in which the owner having the |argest percentage ownership
resides or, if the owners hold equal ownership, the state of residence
of one owner agreed upon in witing by all owners.

(2) Application for a provider or broker license shall be made to
the comm ssioner by the applicant on a form prescribed by the
comm ssioner, and the application shall be acconpanied by a fee in an

anount established by the conm ssioner. However, the I|icense and
renewal fees for a provider |icense shall be reasonable and the |license
and renewal fees for a broker Ilicense shall not exceed those

established for an insurance producer, as those fees are otherw se
provided for in this chapter.

(3) A life insurance producer who has been duly licensed as a
resi dent insurance producer with a life line of authority in this state
or his or her hone state for at least one year and is licensed as a
nonresi dent producer in this state neets the |licensing requirenents of
this section and is permtted to operate as a broker.

(4) Not later than thirty days fromthe first day of operating as
a broker, the life insurance producer shall notify the conm ssioner
that he or she is acting as a broker on a form prescribed by the
comm ssioner, and shall pay any applicable fee to be determ ned by the
conm ssi oner. Notification shall include an acknow edgenent by the

SB 6631 p. 10
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life insurance producer that he or she will operate as a broker in
accordance wth this chapter

(5) The insurer that issued the policy that is the subject of a
life settlenment contract is not responsible for any act or om ssion of
a broker, provider, or purchaser arising out of or in connection with
the Ilife settlenent transaction, unless the insurer receives
conpensation for the placenent of a life settlenment contract fromthe
provi der, purchaser, or broker in connection with the life settlenent
contract.

(6) A person licensed as an attorney, certified public accountant,
or fi nanci al pl anner accredited by a nationally recognized
accreditation agency, who is retained to represent the owner, whose
conpensation is not paid directly or indirectly by the provider or
purchaser, may negotiate life settlenent contracts on behalf of the
owner w thout having to obtain a |license as a broker.

(7) Licenses are valid for the tinme established by the conm ssi oner
and may be renewed into a new period under RCW 48.17.500(4). As
specified by subsection (2) of this section, the renewal fee for a
provider shall not exceed a reasonable fee. Failure to pay the fee
within the terns prescribed shall result in the automatic revocation of
the license requiring periodic renewal .

(8 The term of a provider license shall be equal to that of a
donestic stock life insurance conpany and the termof a broker |icense
shall be equal to that of an insurance producer |icense. Li censes
requiring periodic renewal may be renewed on their anniversary date
upon paynent of the periodic renewal fee as specified in subsection (2)
of this section. Failure to pay the fees on or before the renewal date
shall result in expiration of the |icense.

(9) The applicant shall provide such information as the
comm ssioner may require on fornms prepared by the conm ssioner. The
comm ssioner has the authority, at any time, to require such an
applicant to fully disclose the identity of its stockhol ders, except
stockholders owning fewer than ten percent of the shares of an
appl i cant whose shares are publicly traded, partners, officers, and
enpl oyees, and the conmssioner may, 1in the exercise of the
comm ssioner's sole discretion, refuse to issue such a license in the
name of any person if not satisfied that any officer, enployee,
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st ockhol der, or partner thereof who may nmaterially influence the
applicant's conduct nmeets the standards of this chapter.

(10) A license issued to a partnership, corporation, or other
entity authorizes all nenbers, officers, and designated enpl oyees to
act as a licensee under the license, if those persons are naned in the
application and any supplenents to the application.

(11) Upon the filing of an application and the paynment of the
license fee, the conm ssioner shall make an investigation of each
applicant and nmay issue a license if the comm ssioner finds that the
appl i cant:

(a) If a provider, has provided a detailed plan of operation;

(b) Is conpetent and trustworthy and intends to transact its
busi ness in good faith;

(c) Has a good business reputation and has had experience,
training, or education so as to be qualified in the business for which
the license is applied,

(d) If the applicant is a legal entity, is fornmed or organized
pursuant to the laws of this state, is a foreign legal entity
authorized to transact business in this state, or provides a
certificate of good standing fromthe state of its domcile; and

(e) Has provided to the comm ssioner an antifraud plan that neets
the requirenents of section 14 of this act and incl udes:

(i) A description of the procedures for detecting and investigating
possible fraudulent acts and procedures for resolving material
i nconsi stenci es between nedi cal records and insurance applications;

(1i) A description of the procedures for reporting fraudul ent
i nsurance acts to the conm ssi oner;

(tit) A description of the plan for antifraud education and
training of its underwiters and other personnel; and

(tv) A witten description or chart outlining the arrangenent of
the antifraud personnel who are responsi ble for the investigation and
reporting of possible fraudulent insurance acts and investigating

unresol ved materi al i nconsi stencies between nedical records and
i nsurance applications.
(12) The conmm ssioner shall not issue any |license to any

nonresi dent applicant, unless a witten designation of an agent for
service of process is filed and maintained with the comm ssioner or
unl ess the applicant has filed with the comm ssioner the applicant's

SB 6631 p. 12
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witten irrevocabl e consent that any action against the applicant nay
be commenced against the applicant by service of process on the
conm ssi oner.

(13) Each licensee shall file with the conmm ssioner on or before
the first day of March of each year an annual statenent containing the
informati on as the comm ssioner by rule may prescribe.

(14) A provider may not use any person to performthe functions of
a broker unless the person holds a current, valid |license as a broker,
and as provided in this section.

(15) A broker may not use any person to performthe functions of a
provi der unless such a person holds a current, valid license as a
provider, and as provided in this section.

(16) A provider or broker shall provide to the conm ssioner new or
revised informati on about officers, ten percent or nore stockhol ders,
partners, directors, menbers, or designated enployees within thirty
days of the change.

(17) An individual licensed as a broker shall conplete on a
bi ennial basis fifteen hours of training related to life settlenents
and life settlenent transactions, as required by the conm ssioner.
However, a life insurance producer who is operating as a broker
pursuant to this section is not subject to the requirenents of this
subsecti on. Any person failing to neet the requirenents of this
subsection is subject to the penalties inposed by the conm ssioner.

NEW SECTION. Sec. 4. LICENSE SUSPENSI ON, REVOCATI ON, OR REFUSAL
TO RENEW (1) The conm ssioner may suspend, revoke, or refuse to renew
the license of any licensee if the comm ssioner finds that:

(a) There was any material m srepresentation in the application for
the |icense;

(b) The licensee or any officer, partner, nenber, or director has
been guilty of fraudul ent or dishonest practices, is subject to a final
adm nistrative action or is otherwise shown to be untrustworthy or
i nconpetent to act as a |licensee;

(c) The provider denponstrates a pattern of unreasonably w thhol di ng
paynments to policy owners;

(d) The licensee no longer neets the requirenments for initial
| i censure;
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(e) The licensee or any officer, partner, nenber, or director has
been convicted of a felony, or of any m sdeneanor of which crimna
fraud is an elenment; or the |icensee has pleaded guilty or nolo
contendere with respect to any felony or any m sdeneanor of which
crimnal fraud or noral turpitude is an elenent, regardl ess whether a
j udgnment of conviction has been entered by the court;

(f) The provider has entered into any life settlenent contract that
has not been approved under this chapter;

(g) The provider has failed to honor contractual obligations set
out inalife settlenent contract;

(h) The provider has assigned, transferred, or pledged a settled
policy to a person other than a provider licensed in this state, a
purchaser, an accredited investor or qualified institutional buyer as
defined, respectively, in regulation D, rule 501 or rule 144A of the
federal securities act of 1933, as anended, a financing entity, a
speci al purpose entity, or a related provider trust; or

(i) The licensee or any officer, partner, nenber, or key managenent
personnel has violated any of the provisions of this chapter.

(2) Before the commssioner denies a license application or
suspends, revokes, or refuses to renew the license of any licensee
under this chapter, the conm ssioner shall conduct a hearing in

accordance with this state's | aws governing adm nistrative hearings.

NEW SECTION.  Sec. 5. CONTRACT REQUI REMENTS. (1) A person may not
use any formof life settlement contract in this state unless it has
been filed with and approved, if required, by the comm ssioner in a
manner that conforns wth the filing procedures and any tinme
restrictions or deemng provisions, if any, for life insurance forns,
policies, and contracts.

(2) An insurer may not, as a condition of responding to a request
for verification of coverage or in connection with the transfer of a
policy pursuant to a life settlenent contract, require that the owner,
i nsured, provider, or broker sign any form disclosure, consent,
wai ver, or acknow edgnent that has not been expressly approved by the
conmmi ssioner for use in connection with life settlenent contracts in
this state.

(3) A person shall not use a life settlenent contract form or
provide to an owner a disclosure statenent formin this state unless
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first filed with and approved by the conm ssioner. The comm ssioner
shall disapprove a life settlenent contract form or disclosure
statenent form if, in the commssioner's opinion, the contract or
provi sions contained therein fail to nmeet the requirenents of sections
8, 9, 11, and 15(2) of this act or are unreasonable, contrary to the
interests of the public, or otherwse msleading or unfair to the
owner. At the comm ssioner's discretion, the conmm ssioner may require
t he subm ssion of advertising material.

NEW SECTION.  Sec. 6. REPORTI NG REQUI REMENTS AND PRI VACY. (1) For
any policy settled within five years of policy issuance, each provider
shall file with the comm ssioner on or before March 1 of each year an
annual statenent containing such information as the conmm ssioner may
prescribe by rule. 1In addition to any other requirenents, the annua
statenent shall specify the total nunber, aggregate face anpunt, and
life settlenment proceeds of policies settled during the inmmediately
precedi ng cal endar year, together with a breakdown of the information
by policy issue year. The annual statenent shall also include the
nanmes of the insurance conpani es whose policies have been settled and
t he brokers that have settled the policies.

(a) This information is limted to only those transactions where
the insured is a resident of this state and does not include individual
transaction data regarding the business of |Ilife settlenents or
information that there is a reasonable basis to believe could be used
to identify the owner or the insured.

(b) Every provider that wllfully fails to file an annual statenent
as required in this section, or willfully fails to reply wwthin thirty
days to a witten inquiry by the conmm ssioner in connection therewth,
shall, in addition to other penalties provided by this chapter, be
subj ect, upon due notice and opportunity to be heard, to a penalty of
up to two hundred fifty dollars per day of delay, not to exceed
twenty-five thousand dollars in the aggregate, for each such failure.

(2) Except as otherwse allowed or required by law, a provider
broker, insurance conpany, insurance producer, information bureau,
rati ng agency or conpany, or any other person with actual know edge of
an insured' s identity, shall not disclose the identity of an insured or
information that there is a reasonable basis to believe could be used
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to identify the insured or the insured s financial or nedical
information to any other person unless the disclosure:

(a) I's necessary to effect a life settlenent contract between the
owner and a provider and the owner and insured have provided prior
witten consent to the disclosure;

(b) Is necessary to effectuate the sale of Ilife settlenent
contracts, or interests therein, as investnents, provided (i) the sale
is conducted in accordance with applicable state and federal securities
law, and (ii) the owner and the insured have both provided prior
witten consent to the disclosure;

(c) Is provided in response to an investigation or exam nation by
the conm ssioner or any other governnental officer or agency or
pursuant to the requirenents of section 13 of this act;

(d) Is a term or condition to the transfer of a policy by one
provider to another provider, in which case the receiving provider
shall be required to conply with the confidentiality requirenents of
t his subsection;

(e) Is necessary to allow the provider or broker or their
aut horized representatives to make contacts for the purpose of
determ ning health status.

(1) For the purposes of this section, the "authorized
representative" does not include any person who has or nmay have any
financial interest in the settlenent contract other than a provider,
i censed broker, financing entity, related provider trust, or special
pur pose entity.

(ti) A provider or broker shall require its authorized
representative to agree in witing to adhere to the privacy provisions
of this chapter; or

(f) I's required to purchase stop | oss coverage.

(3) Nonpublic personal information solicited or obtained in
connection wth a proposed or actual life settlenent contract shall be
subject to the provisions applicable to financial institutions under
the federal G amm Leach Bliley act, P.L. 106-102 (1999), and all other
state and federal laws relating to confidentiality of nonpublic
personal information.

NEW SECTION. Sec. 7. EXAM NATION. (1) The comm ssi oner nmay, when
t he comm ssioner deens it reasonably necessary to protect the interests
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of the public, examne the business and affairs of any |icensee or
applicant for a license. The conm ssioner may order any |icensee or
applicant to produce any records, books, files, or other information
reasonably necessary to ascertain whether such a |icensee or applicant
is acting or has acted in violation of the |aw or otherw se contrary to
the interests of the public. The expenses incurred in conducting any
exam nation shall be paid by the |licensee or applicant.

(2) Inlieu of an exam nation under this chapter of any foreign or
alien licensee licensed in this state, the comm ssioner may, at the
conmm ssioner's discretion, accept an exam nation report on the |icensee
as prepared by the comm ssioner for the licensee's state of domcile or
port-of-entry state.

(3) Nanes of, and individual identification data, for all owners
and insureds, shall be considered private and confidential information
and shall not be disclosed by the conm ssioner unless required by |aw.

(4) Records of all consummated transactions and life settlenment
contracts shall be maintained by the provider for three years after the
death of the insured and shall be available to the conm ssioner for
i nspection during reasonabl e busi ness hours.

(5)(a) Upon determ ning that an exam nation should be conducted,
the comm ssioner shall issue an exam nation warrant appointing one or
nore examners to perform the exam nation and instructing themas to
the scope of the exam nation. In conducting the exam nation, the
exam ner shall wuse nmethods common to the examnation of any life
settlenent |icensee and should use those guidelines and procedures set
forth in an exam ners' handbook adopted by a national organi zation.

(b) Every licensee or person fromwhominformation is sought, its
officers, directors, and agents shall provide to the exam ners tinely,
convenient, and free access at all reasonable hours at its offices to
all books, records, accounts, papers, docunents, assets, and conputer
or other recordings relating to the property, assets, business, and
affairs of the licensee being exam ned. The officers, directors,
enpl oyees, and agents of the |licensee or person shall facilitate the
exam nation and aid in the exam nation so far as it is in their power
to do so. The refusal of a licensee, by its officers, directors,
enpl oyees, or agents to submt to examnation or to conply wth any
reasonable witten request of the conm ssioner shall be grounds for
suspension or refusal of, or nonrenewal of any license or authority
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hel d by the licensee to engage in the life settlenent business or other
busi ness subject to the comm ssioner's jurisdiction. Any proceedi ngs
for suspension, revocation, or refusal to renew any |license or
authority shall be conducted under RCW 48. 17. 540.

(c) The comm ssioner shall have the power to issue subpoenas, to
adm ni ster oaths, and to exam ne under oath any person as to any matter
pertinent to the exam nation. Upon the failure or refusal of a person
to obey a subpoena, the conm ssioner may petition a court of conpetent
jurisdiction, and upon proper show ng, the court may enter an order
conpelling the witness to appear and testify or produce docunentary
evi dence.

(d) When maki ng an exam nation under this chapter, the conmm ssioner
may retain attorneys, appraisers, independent actuaries, independent
certified public accountants, or other professionals and specialists as
exam ners, the reasonable cost of which shall be borne by the |icensee
that is the subject of the exam nation.

(e) This chapter does not limt the conmm ssioner's authority to
term nate or suspend an exam nation in order to pursue other |egal or
regulatory action pursuant to the insurance laws of this state.
Fi ndi ngs of fact and concl usi ons nade pursuant to any exam nation shall
be prima facie evidence in any |egal or regulatory action.

(f) This chapter does not |imt the conmssioner's authority to use
and, if appropriate, to nmake public any final or prelimnary
exam nation report, any examner or |icensee work papers or other
docunents, or any other information discovered or devel oped during the
course of any exam nation in the furtherance of any legal or regulatory
action which the comm ssioner may, in his or her sole discretion, deem
appropri ate.

(6)(a) Examnation reports shall be conprised of only facts
appeari ng upon the books, fromthe testinony of its officers or agents
or other persons exam ned concerning its affairs, and such concl usions
and reconmmendati ons as the exam ners find reasonably warranted fromthe
facts.

(b) No later than sixty days followng conpletion of the
exam nation, the examner in charge shall file with the conm ssioner a
verified witten report of exam nation under oath. Upon receipt of the
verified report, the conmm ssioner shall transmt the report to the
licensee exam ned, together with a notice that shall afford the
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| i censee exam ned a reasonabl e opportunity of not nore than thirty days
(1) to mke a witten submssion or rebuttal wth respect to any
matters contained in the exam nation report and which shall becone part
of the report, or (ii) to request a hearing on any matter in dispute.

(c) In the event the comm ssioner determ nes that regulatory action
is appropriate as a result of an exam nation, the conmm ssioner may
initiate any proceedings or actions provided by |aw.

(7)(a) Nanmes and individual identification data for all owners
purchasers, and insureds shall be considered private and confidenti al
informati on and shall not be disclosed by the comm ssioner, unless the
di sclosure is to another regulator or is required by |aw.

(b) Except as otherwise provided in this chapter, all exam nation
reports, working papers, recorded information, documents, and copies
t her eof produced by, obtained by, or disclosed to the comm ssioner or
any other person in the course of an examnation made under this
chapter, or in the course of analysis or investigation by the
comm ssi oner of the financial condition or market conduct of a |icensee
shall be confidential by |law and privileged, shall not be subject to
chapter 42.56 RCW subpoena, and di scovery, or adm ssible in evidence
in any private civil action. The comm ssioner is authorized to use the
docunents, materials, or other information in the furtherance of any
regulatory or legal action brought as part of the comm ssioner's
official duties. The |icensee being exam ned may have access to al
docunents used to nmake the report.

(8)(a) An exam ner may not be appointed by the conm ssioner if the
examner, either directly or indirectly, has a conflict of interest or
is affiliated with the managenent of or owns a pecuniary interest in
any person subject to exam nation under this chapter. This section
does not automatically preclude an exam ner from being:

(1) An owner;

(1i) An insured in a life settlenent contract or insurance policy;
or

(iti) A beneficiary in an insurance policy that is proposed for a
life settlenent contract.

(b) Notwithstanding the requirenents of this subsection, the
conm ssioner may retain from tine to time, on an individual basis,
qualified actuaries, certified public accountants, or other simlar
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i ndividuals who are independently practicing their professions, even
t hough these persons may fromtine to tine be simlarly enployed or
retai ned by persons subject to exam nation under this chapter.

(9)(a) A cause of action shall not arise nor shall any liability be
i nposed against the comm ssioner, the conmmssioner's authorized
representatives, or any exam ner appoi nted by the conm ssioner for any
statenents made or conduct performed in good faith while carrying out
the provisions of this chapter.

(b) A cause of action shall not arise, nor shall any liability be
i nposed agai nst any person for the act of communicating or delivering
information or data to the conmmssioner or the comm ssioner's
aut hori zed representative or exam ner pursuant to an exam nation nmade
under this chapter, if the act of communication or delivery was
performed in good faith and without fraudulent intent or the intent to
deceive. This subsection (9)(b) does not abrogate or nodify in any way
any common |law or statutory privilege or immunity existing prior to the
effective date of this section enjoyed by any person identified in (a)
of this subsection.

(c) A person identified in (a) or (b) of this subsection shall be
entitled to an award of attorneys' fees and costs if he or she is the
prevailing party in a civil cause of action for libel, slander, or any
other relevant tort arising out of activities in carrying out the
provisions of this chapter and the party bringing the action was not
substantially justified in doing so. For purposes of this section a
proceeding is "substantially justified" if it had a reasonable basis in
law or fact at the tinme that it was initiated.

(10) The comm ssioner may investigate suspected fraudulent life
settlenment acts and persons engaged in the business of Ilife
settl enents.

(11) The cost of exam nations under this chapter shall be the sane
as for a person under RCW 48. 03. 060.

NEW SECTION. Sec. 8. ADVERTI SI NG (1) A broker, or provider
licensed pursuant to this chapter, may conduct or participate in
advertisenents within this state. These advertisenents shall conply
with all advertising and marketing laws or rules adopted by the
conmmi ssioner that are applicable to life insurers or to brokers, and
providers |icensed pursuant to this chapter.
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(2) Advertisenents shall be accurate, truthful, and not m sl eading
in fact or by inplication.

(3) A person or trust shall not:

(a) Directly or indirectly, market, advertise, solicit, or
ot herwi se pronote the purchase of a policy for the sole purpose of, or
with an enphasis on, settling the policy; or

(b) Use the words "free,"” "no cost,"” or words of simlar inport in
the marketing, advertising, soliciting or otherw se pronoting of the
pur chase of a policy.

NEW SECTION. Sec. 9. DI SCLOSURES TO OMNERS. (1) The provider
shall provide in witing, in a separate docunent that is signed by the
owner and provider, the followng information to the owner no |ater
than the date the life settlenent contract is signed by all parties:

(a) The fact that possible alternatives to life settlenent
contracts exist, including, but not Iimted to, accelerated benefits
offered by the issuer of the life insurance policy;

(b) The fact that sonme or all of the proceeds of a life settlenent
contract may be taxable and that assistance should be sought from a
prof essi onal tax advisor;

(c) The fact that the proceeds from a |life settlenent contract
could be subject to the clains of creditors;

(d) The fact that receipt of proceeds from a life settlenent
contract nmay adversely affect the recipients' eligibility for public
assi stance or other government benefits or entitlenents and that advice
shoul d be obtained fromthe appropriate agenci es;

(e) The fact that the owner has a right to termnate a life
settlenent contract within fifteen days of the date it is executed by
all parties and the owner has received the disclosures required by this
section. Rescission, if exercised by the owner, is effective only if
both notice of the rescission is given, and the owner repays all
proceeds and any prem uns, |oans, and |oan interest paid on account of
the provider within the rescission period. |If the insured dies during
the rescission period, the contract shall be deemed to have been
resci nded subject to repaynent by the owner or the owner's estate of
all proceeds and any premuns, loans, and loan interest to the
provi der;
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(f) The fact that proceeds will be sent to the owner within three
busi ness days after the provider has received the insurer or group
admnistrator's acknow edgenent that ownership of the policy or
interest in the certificate has been transferred and the beneficiary
has been designated in accordance with the terns of the life settlenent
contract;

(g) The fact that entering into a |life settlenent contract may
cause other rights or benefits, including conversion rights and wai ver
of prem um benefits that may exist under the policy or certificate of
a group policy to be forfeited by the owner and that assistance should
be sought from a professional financial advisor;

(h) The ampunt and net hod of cal culating the conpensation paid or
to be paid to the broker, or any other person acting for the owner in
connection with the transaction, wherein the term conpensation includes
anyt hi ng of value paid or given;

(1) The date by which the funds will be available to the owner and
the transmtter of the funds;

(Jj) The fact that the comm ssioner shall require delivery of a
buyer's guide or a simlar consumer advisory package in the form
prescribed by the commssioner to owners during the solicitation
process;

(k) The discl osure docunent shall contain the foll ow ng | anguage:

"All nmedical, financial, or personal information solicited or
obtained by a provider or broker about an insured, including the
insured's identity or the identity of famly nenbers, a spouse or a
significant other may be disclosed as necessary to effect the life
settl enent contract between the owner and provider. |f you are asked
to provide this information, you wll be asked to consent to the
di scl osure. The information may be provided to soneone who buys the
policy or provides funds for the purchase. You may be asked to renew
your perm ssion to share information every two years.";

(1) The fact that the comm ssioner shall require providers and
brokers to print separate signed fraud warnings on their applications
and on their life settlenent contracts is as foll ows:

"Any person who know ngly presents false information in an
application for insurance or life settlenent contract is guilty of a
crime and nmay be subject to fines and confinenent in prison.";
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(m The fact that the insured may be contacted by either the
Provi der or broker or its authorized representative for the purpose of
determining the insured's health status or to verify the insured s
addr ess. This contact is limted to once every three nonths if the
insured has a |ife expectancy of nore than one year, and no nore than
once per nonth if the insured has a |ife expectancy of one year or
| ess;

(n) The affiliation, if any, between the provider and the issuer of
the insurance policy to be settl ed,

(o) That a broker represents exclusively the owner, and not the
insurer or the provider or any other person, and owes a fiduciary duty

to the owner, including a duty to act according to the owner's
instructions and in the best interest of the owner;
(p) The docunent shall include the nane, address, and tel ephone

nunber of the provider;

(q) The name, business address, and telephone nunber of the
i ndependent third-party escrow agent, and the fact that the owner may
i nspect or receive copies of the relevant escrow or trust agreenents or
docunents; and

(r) The fact that a change of ownership could in the future limt
the insured's ability to purchase future insurance on the insured's
life because thereis alimt to how nuch coverage insurers wll issue
on one life.

(2) The written disclosures shall be conspicuously displayed in any
life settlement contract furnished to the owner by a provider including
any affiliations or contractual arrangenents between the provider and
t he broker.

(3) A broker shall provide the owner and the provider with at | east
the followi ng disclosures no later than the date the life settlenent
contract is signed by all parties. The disclosures shall be
conspi cuously displayed in the life settlenment contract or in a
separate docunent signed by the owner and provide the follow ng
i nformati on:

(a) The nane, business address, and tel ephone nunber of the broker;

(b) Afull, conplete, and accurate description of all the offers,
counter-offers, acceptances, and rejections relating to the proposed
life settlenment contract;
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(c) A witten disclosure of any affiliations or contractual
arrangenments between the broker and any person naking an offer in
connection with the proposed |life settlenent contracts;

(d) The nanme of each broker who receives conpensation and the
anount of conpensation received by that broker, which conpensation
i ncl udes anything of value paid or given to the broker in connection
with the |life settlenent contract;

(e) A conplete reconciliation of the gross offer or bid by the
provider to the net ampunt of proceeds or value to be received by the
owner. For the purpose of this section, gross offer or bid neans the
total anopunt or value offered by the provider for the purchase of one
or nore |ife insurance policies, inclusive of comm ssions and fees; and

(f) The failure to provide the disclosures or rights described in
this section is an unfair trade practice pursuant to section 17 of this
act .

NEW SECTION. Sec. 10. DI SCLOSURE TO I NSURER Wthout limting
the ability of an insurer fromassessing the insurability of a policy
applicant and determ ning whether or not to issue the policy, and in
addition to other questions an insurance carrier my lawfully pose to

a life insurance applicant, insurance carriers may inquire in the
application for insurance whether the proposed owner intends to pay
premuns with the assistance of financing froma |lender that wll use

the policy as collateral to support the financing.

(1) If, as described in section 2 of this act, the |oan provides
funds which can be used for a purpose other than paying for the
prem uns, costs, and expenses associated wi th obtaining and mai ntai ni ng
the life insurance policy and | oan, the application shall be rejected
as a violation of the prohibited practices in section 13 of this act.

(2) If the financing does not violate section 13 of this act in
this manner, the insurance carrier:

(a) My nmake disclosures, including but not I|imted to the
applicant and the insured, either on the application or an anendnent to
the application to be conpleted no later than the delivery of the
policy:

"If you have entered into a |oan arrangenent where the policy is
used as collateral, and the policy does change ownership at sone point
in the future in satisfaction of the |oan, the follow ng may be true:
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(1) A change of ownership could lead to a stranger owning an
interest in the insured s life;

(ii1) A change of ownership could in the future limt your ability
to purchase future insurance on the insured' s |ife because there is a

[imt to how much coverage insurers will issue on one life;
(ii1) Should there be a change of ownership and you wish to obtain
nore insurance coverage on the insured's life in the future, the

insured's higher issue age, a change in health status, and/or other
factors may reduce the ability to obtain coverage and/or may result in
significantly higher prem uns;

(iv) You should consult a professional advisor, since a change in
ownership in satisfaction of the loan may result in tax consequences to
t he owner, depending on the structure of the |oan"; and

(b) May require certifications, such as the followng, from the
appl i cant and/or the insured:

"(i) | have not entered into any agreenment or arrangenment providing
for the future sale of this life insurance policy;

(i) My loan arrangenent for this policy provides funds sufficient
to pay for sone or all of the premuns, costs, and expenses associ ated
wi th obtaining and maintaining ny life insurance policy, but | have not
entered into any agreenent by which | amto receive consideration in
exchange for procuring this policy; and

(ti1) The borrower has an insurable interest in the insured.”

NEW SECTION. Sec. 11. GENERAL RULES. (1) A provider entering
into alife settlenment contract with any owner of a policy, wherein the
insured is termnally or chronically ill, shall first obtain:

(a) If the owner is the insured, a witten statenment from a
| icensed attendi ng physician that the owner is of sound m nd and under
no constraint or undue influence to enter into a settlenent contract;
and

(b) A docunent in which the insured consents to the release of his
or her nedical records to a provider, settlenent broker, or insurance
producer and, if the policy was issued |less than two years from the
date of application for a settlenent contract, to the insurance conpany
that issued the policy.

(2) The insurer shall respond to a request for verification of
coverage submtted by a provider, settlenent broker, or life insurance
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producer not later than thirty cal endar days of the date the request is
received. The request for verification of coverage nust be made on a

form approved by the comm ssioner. The insurer shall conplete and
i ssue the verification of coverage or indicate in which respects it is
unable to respond. In its response, the insurer shall indicate

whet her, based on the nedical evidence and docunents provided, the
insurer intends to pursue an investigation at this time regarding the
validity of the insurance contract.

(3) Before or at the tinme of execution of the settlenent contract,
the provider shall obtain a wtnessed docunment in which the owner
consents to the settlenment contract, represents that the owner has a
full and conplete understanding of the settlenment contract, that the
owner has a full and conplete understanding of the benefits of the
policy, acknow edges that the owner is entering into the settlenent
contract freely and voluntarily, and, for persons with a termnal or
chronic illness or condition, acknow edges that the insured has a
termnal or chronic illness and that the termnal or chronic illness or
condi tion was di agnosed after the policy was issued.

(4) The insurer shall not unreasonably delay effecting change of
ownership or beneficiary wwth any life settlenent contract lawfully
entered into in this state or with a resident of this state.

(5) If a settlenment broker or life insurance producer perforns any
of these activities required of the provider, the provider is deened to
have fulfilled the requirenents of this section

(6) If a broker perforns the verification of coverage activities
required of the provider, the provider has fulfilled the requirenents
of section 9(1) of this act.

(7) Wthin twenty days after an owner executes the life settl enent
contract, the provider shall give witten notice to the insurer that
i ssued that insurance policy that the policy has becone subject to a
life settlenent contract. The notice shall be acconpanied by the
docunents required by section 10(2) of this act.

(8) Al medical information solicited or obtained by any |icensee
shall be subject to the applicable provision of state lawrelating to
confidentiality of nedical information, if not otherw se provided in
this chapter.

(9) Al life settlenent contracts entered into in this state shal
provide that the owner may rescind the contract on or before fifteen
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days after the date it is executed by all parties thereto.
Resci ssion, if exercised by the owner, is effective only if both notice
of the rescission is given, and the owner repays all proceeds and any
prem uns, loans, and loan interest paid on account of the provider
within the rescission period. If the insured dies during the
rescission period, the contract is considered rescinded subject to
repaynent by the owner or the owner's estate of all proceeds and any
prem uns, |oans, and loan interest to the provider.

(10) Wthin three business days after receipt from the owner of
docunents to effect the transfer of the insurance policy, the provider
shal | pay the proceeds of the settlenent to an escrow or trust account
managed by a trustee or escrow agent in a state or federally chartered
financial institution pending acknow edgenent of the transfer by the
i ssuer of the policy. The trustee or escrow agent shall be required to
transfer the proceeds due to the owner within three business days of
acknowl edgenent of the transfer fromthe insurer.

(11) Failure to tender the life settlenment contract proceeds to the
owner by the date disclosed to the owner renders the contract voi dable
by the owner for lack of consideration until the time the proceeds are
tendered to and accepted by the owner. A failure to give witten
notice of the right of rescission under this section tolls the right of
rescission until thirty days after the witten notice of the right of
resci ssion has been given.

(12) Any fee paid by a provider, party, individual, or an owner to
a broker in exchange for services provided to the owner pertaining to
a life settlenent contract shall be conputed as a percentage of the
of fer obtained, not the face value of the policy. This section does
not prohibit a broker from reducing the broker's fee below this
percentage if the broker so chooses.

(13) The broker shall disclose to the owner anything of val ue paid
or given to a broker, which relate to a life settlenent contract.

(14) A person at any tine prior to, or at the tinme of, the
application for, or issuance of, a policy, or during a two-year period
comencing with the date of issuance of the policy, shall not enter
into alife settlenent regardl ess of the date the conpensation is to be
provided and regardless of the date the assignnent, transfer, sale,
devi se, bequest, or surrender of the policy is to occur. Thi s
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prohibition shall not apply if the owner certifies to the provider
t hat :

(a) The policy was issued upon the owner's exercise of conversion
rights arising out of a group or individual policy, provided the total
of the time covered under the conversion policy plus the tinme covered
under the prior policy is at least twenty-four nonths. The tinme
covered under a group policy nust be calculated without regard to a
change in insurance carriers, provided the coverage has been conti nuous
and under the sane group sponsorship; or

(b) The owner submts independent evidence to the provider that one
or nore of the follow ng conditions have been net within the two-year
peri od:

(1) The owner or insured is termnally or chronically ill;

(ii) The owner or insured disposes of his or her ownership
interests in a closely held corporation, pursuant to the ternms of a
buyout or other simlar agreenent in effect at the tinme the insurance
policy was initially issued;

(ti1) The owner's spouse dies;

(1v) The owner divorces his or her spouse;

(v) The owner retires fromfull-tinme enploynent;

(vi) The owner becones physically or nentally disabled and a
physician determnes that the disability prevents the owner from
mai ntaining full-tinme enploynent; or

(vii) A final order, judgnent, or decree is entered by a court of
conpetent jurisdiction, on the application of a creditor of the owner,
adj udi cating the owner bankrupt or insolvent, or approving a petition
seeki ng reorgani zati on of the owner or appointing a receiver, trustee,
or liquidator to all or a substantial part of the owner's assets;

(c) Copies of the independent evidence required by (b) of this
subsection shall be submitted to the insurer when the provider submts
a request to the insurer for verification of coverage. The copies
shal | be acconpanied by a letter of attestation fromthe provider that
the copies are true and correct copies of the docunents received by the
provi der. This section does not prohibit an insurer from exercising
its right to contest the validity of any policy;

(d) If the provider submts to the insurer a copy of independent
evidence provided for in (b)(i) of this subsection when the provider
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submts a request to the insurer to effect the transfer of the policy
to the provider, the copy is deenmed to establish that the settlenent
contract satisfies the requirenents of this section.

NEW SECTION. Sec. 12. AUTHORITY TO ADOPT RULES---CONFLICT OF
LAWS. (1) The comm ssioner nmay adopt rules inplenmenting this chapter
and regulating the activities and rel ati onshi ps of providers, brokers,
insurers and their agents.

(2)(a) If there is nore than one owner on a single policy, and the
owners are residents of different states, the life settlenent contract
shal| be governed by the |aw of the state in which the owner having the
| argest percentage ownership resides or, if the owners hold equal
ownershi p, the state of residence of one owner agreed upon in witing
by all of the owners. The law of the state of the insured shall govern
in the event that equal owners fail to agree in witing upon a state of
residence for jurisdictional purposes.

(b) A provider fromthis state who enters into a |ife settlenent
contract wth an owner who is a resident of another state that has

enacted statutes or adopted regulations governing life settlenent
contracts, shall be governed in the effectuation of that Ilife
settlenment contract by the statutes and regulations of the owner's
state of residence. |If the state in which the owner is a resident has
not enacted statutes or regulations governing life settlenent
contracts, the provider shall give the owner notice that neither state
regul ates the transaction upon which he or she is entering. For

transactions in those states, however, the provider is to maintain al
records required if the transactions were executed in the state of
residence. The fornms used in those states need not be approved by the
conm ssi oner.

(c) If there is a conflict in the laws that apply to an owner and
a purchaser in any individual transaction, the laws of the state that
apply to the owner shall take precedence and the provider shall conply
wi th those | aws.

NEW SECTI ON.  Sec. 13. PROH BI TED PRACTICES. (1) It is unlawful
for any person to:
(a) Enter into a life settlenent contract if such person knows or
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reasonably should have known that the life insurance policy was
obt ai ned by neans of a false, deceptive or m sl eading application for
such policy;

(b) Engage in any transaction, practice, or course of business if
such person knows or reasonably should have known that the intent was
to avoid the notice requirenents of this chapter

(c) Engage in any fraudul ent act or practice in connection with any
transaction relating to any settlenent involving an owner who is a
resident of this state;

(d) Issue, solicit, market, or otherw se pronote the purchase of an
i nsurance policy for the purpose of or with an enphasis on settling the
policy;

(e) Enter into a premum finance agreenent wth any person or
agency, or any person affiliated with such person or agency, pursuant
to which such person shall receive any proceeds, fees, or other
consideration, directly or indirectly, fromthe policy or owner of the
policy or any other person wth respect to the premum finance
agreenent or any settlenent contract or other transaction related to
such policy that are in addition to the anobunts required to pay the
principal, interest, and service charges related to policy premuns
pursuant to the prem um finance agreenent or subsequent sale of such
agreenent. However, any paynents, charges, fees, or other anmpunts in
addition to the amounts required to pay the principal, interest, and
service charges related to policy premuns paid under the prem um
finance agreenent shall be remtted to the original owner of the policy
or to his or her estate if he or she is not living at the tinme of the
determ nation of the overpaynent;

(f) Wth respect to any settlenent contract or insurance policy and
a broker, knowingly solicit an offer from effectuate a life settl enent
contract with, or nmake a sale to any provider, financing entity, or
related provider trust that is controlling, controlled by, or under
common control w th such broker;

(g) Wth respect to any life settlenment contract or insurance
policy and a provider, knowingly enter into a |life settlenent contract
wth an owner, if, in connection with such |ife settlenent contract,
anything of value wll be paid to a broker that is controlling,
controlled by, or wunder comon control wth such provider or the
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financing entity or related provider trust that is involved in such
settl enment contract;
(h) Wth respect to a provider, enter into a life settlenent

contract unless the life settlenent pronotional, advertising, and
mar keting materials, as nay be prescribed by rule, have been filed with
the comm ssioner. 1In no event shall any nmarketing materials expressly

reference that the insurance is "free" for any period of tine. The
i nclusion of any reference in the marketing materials that woul d cause
an owner to reasonably believe that the insurance is free for any
period of tinme is a violation of this chapter; or

(i) Wth respect to any |ife insurance producer, insurance conpany,
broker, or provider neke any statenent or representation to the
applicant or policyholder in connection with the sale or financing of
a life insurance policy to the effect that the insurance is free or
W t hout cost to the policyholder for any period of tinme unless provided
in the policy.

(2) A violation of this section constitutes a fraudulent life
settlenent act.

NEW SECTION. Sec. 14. FRAUD PREVENTI ON AND CONTROL. (1) (a) A
person shall not conmt a fraudulent |life settlenent act.

(b) A person shall not know ngly and intentionally interfere with
the enforcenent of this chapter or investigations of suspected or
actual violations of this chapter.

(c) A person in the business of |ife settlenments shall not
knowi ngly or intentionally permt any person convicted of a felony
i nvol vi ng di shonesty or breach of trust to participate in the business
of life settlenents.

(2)(a) Life settlenment contracts and applications for life
settlenment contracts, regardless of the form of transm ssion, shall
contain the follow ng statenment or a substantially simlar statenent:

"Any person who know ngly presents false information in an
application for insurance or life settlenent contract is guilty of a
crime and nmay be subject to fines and confinenment in prison."”

(b) The lack of a statenent as required in (a) of this subsection
does not constitute a defense in any prosecution for a fraudulent life
settlenment act.
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(3)(a) Any person engaged in the business of l|life settlenents
having know edge or a reasonable belief that a fraudulent Ilife
settlement act is being, wll be, or has been commtted shall provide
to the comm ssioner the information required by, and in a manner
prescribed by, the conm ssioner.

(b) Any ot her person having know edge or a reasonabl e belief that
a fraudulent life settlenent act is being, wll be, or has been
commtted may provide to the comm ssioner the information required by,
and in a manner prescribed by, the comm ssioner.

(4)(a) CGvil liability shall not be inposed on and no cause of
action shall arise from a person's furnishing information concerning
suspected, anticipated, or conpleted fraudulent life settlenent acts or
suspected or conpleted fraudul ent insurance acts, if the information is
provided to or received from

(i) The comm ssioner or the comm ssioner's enployees, agents, or
representatives;

(1i) Federal, state, or Ilocal Iaw enforcenent or regulatory
officials or their enpl oyees, agents, or representatives;

(tit) A person involved in the prevention and detection of
fraudulent life settlenment acts or that person's agents, enployees, or
representatives;

(iv) Any regulatory body or their enployees, agents, or
representatives, over seei ng life i nsur ance, life settlenents,
securities, or investnent fraud,

(v) The life insurer that issued the |life insurance policy covering
the life of the insured; or

(vi) The licensee and any agents, enployees, or representatives.

(b) Subsection (4)(a) of this section shall not apply to statenents
made with actual nalice. In an action brought against a person for
filing a report or furnishing other information concerning a fraudul ent
life settlement act or a fraudul ent insurance act, the party bringing
the action shall plead specifically any allegation that (a) of this
subsection does not apply because the person filing the report or
furnishing the information did so with actual malice.

(c) Aperson identified in (a) of this subsection shall be entitled
to an award of attorneys' fees and costs if he or she is the prevailing
party in a civil cause of action for I|ibel, slander, or any other
relevant tort arising out of activities in carrying out the provisions
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of this chapter and the party bringing the action was not substantially
justified in doing so. For purposes of this section a proceeding is
"substantially justified" if it had a reasonable basis in |law or fact
at the tine that it was initiated.

(d) This section does not abrogate or nodify common |aw or
statutory privileges or inmmunities enjoyed by a person described in (a)
of this subsection.

(5)(a) The docunents and evi dence provided pursuant to subsection
(4) of this section or obtained by the conm ssioner in an investigation
of suspected or actual fraudulent |ife settlenent acts shall be
privileged and confidential and shall not be a public record and shal
not be subject to discovery or subpoena in a civil or crimnal action.

(b) Subsection (5)(a) of this section does not prohibit rel ease by
t he comm ssi oner of docunents and evidence obtained in an investigation
of suspected or actual fraudulent life settlenent acts:

(1) In admnistrative or judicial proceedings to enforce |aws
adm ni stered by the comm ssi oner;

(1i) To federal, state, or local l|aw enforcenent or regulatory
agencies, to an organi zati on established for the purpose of detecting
and preventing fraudulent life settlenent acts, or to the nationa
associ ation of insurance conm Ssioners; or

(ti1) At the discretion of the conm ssioner, to a person in the
business of life settlenents that is aggrieved by a fraudulent life
settlenment act.

(c) Release of docunents and evi dence under (c) of this subsection
does not abrogate or nodify the privilege granted in (a) of this
subsecti on.

(6) This chapter does not:

(a) Preenpt the authority or relieve the duty of other |[|aw
enforcenent or regulatory agencies to investigate, examne, and
prosecut e suspected violations of |aw,

(b) Preenpt, supersede, or |imt any provision of any state
securities law or any rule, order, or notice issued thereunder;

(c) Prevent or prohibit a person from disclosing voluntarily
information concerning life settlenment fraud to a |aw enforcenent or
regul atory agency ot her than the insurance departnent; or

(d) Limt the powers granted el sewhere by the laws of this state to
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t he comm ssioner or an insurance fraud unit to investigate and exam ne
possible violations of law and to take appropriate action against
wr ongdoers.

(7)(a) Providers and brokers shall have in place antifraud
initiatives reasonably calculated to detect, prosecute, and prevent
fraudulent |ife settlenent acts. At the discretion of the

comm ssi oner, the conmm ssioner may order, or a |licensee may request and
the comm ssioner my grant, such nodifications of the follow ng
required initiatives as necessary to ensure an effective antifraud
program The nodifications nmay be nore or less restrictive than the
required initiatives so long as the nodifications nmay reasonably be
expected to acconplish the purpose of this section. Antifraud
initiatives shall include:

(1) Fraud investigators, who may be provider or broker enployees or
i ndependent contractors; and

(ti) An antifraud plan, which shall be submtted to the
comm ssioner. The antifraud plan shall include, but not be limted to:

(A) A description of the procedures for detecting and investigating
possible fraudulent |life settlenent acts and procedures for resolving
mat eri al i nconsi stencies between nedi cal records and insurance
appl i cati ons;

(B) A description of the procedures for reporting possible
fraudulent life settlenent acts to the conm ssioner;

(C A description of the plan for antifraud educati on and training
of underwriters and other personnel; and

(D) A description or chart outlining the organi zational arrangenent
of the antifraud personnel who are responsible for the investigation

and reporting of possible fraudulent Ilife settlenent acts and
investigating unresolved material inconsistencies between nedical
records and i nsurance applications.

(b) Antifraud plans submtted to the comm ssioner shall be

privileged and confidential and shall not be a public record and shal
not be subject to discovery or subpoena in a civil or crimnal action.

NEW SECTION. Sec. 15. INJUNCTIONS--CIVIL REMEDI ES--CEASE AND
DESI ST. (1) In addition to the penalties and other enforcenent
provisions of this chapter, if any person violates this chapter or any
rule inplenenting this chapter, the comm ssioner may seek an injunction
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in a court of conpetent jurisdiction in the county where the person
resides or has a principal place of business and may apply for
tenporary and permanent orders that the comm ssioner determ nes
necessary to restrain the person fromfurther conmtting the violation

(2) Any person damaged by the acts of another person in violation
of this chapter or any rule inplenenting this chapter, nmay bring a
civil action for danmages agai nst the person commtting the violation in
a court of conpetent jurisdiction.

(3) The conm ssioner may issue a cease and desist order upon a
person who violates any provision of this chapter, any rule or order
adopted by the comm ssioner, or any witten agreenent entered into with
the comm ssioner, in accordance with chapter 34.05 RCW

(4) Wen the comm ssioner finds that such an action presents an
i medi ate danger to the public and requires an i medi ate final order,
he or she may issue an energency cease and desist order reciting with
particularity the facts underlying such findings. The energency cease
and desist order is effective imedi ately upon service of a copy of the
order on the respondent and remains effective for ninety days. |If the
comm ssi oner begi ns nonenergency cease and desist proceedi ngs under
subsection (1) of this section, the enmergency cease and desist order
remains effective, absent an order by a «court of conpetent
jurisdiction. In the event of a willful violation of this chapter, the
trial court may award statutory damages in addition to actual damages
in an additional amount up to three tinmes the actual damage award
This chapter may not be waived by agreenent. No choice of |[|aw
provision may be utilized to prevent the application of this chapter to
any settlenment in which a party to the settlenent is a resident of this
state.

NEW SECTION.  Sec. 16. PENALTIES. (1) It is a violation of this
chapter for any person, provider, broker, or any other party related to

the business of |life settlenents, to commt a fraudulent 1life
settl enent act.
(2) For crimnal liability purposes, a person that conmts a

fraudulent life settlenent act is guilty of commtting insurance fraud
and shall be subject to additional penalties under |aw.

(3) The comm ssioner shall be enpowered to levy a civil penalty not
exceedi ng one thousand dollars and the anpunt of the claim for each
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vi ol ati on upon any person, including those persons and their enpl oyees
licensed pursuant to this chapter, who is found to have commtted a
fraudulent life settlenent act or violated any other provision of this
chapter.

(4) The license of a person l|licensed under this chapter that
commts a fraudulent life settlenent act shall be revoked as provided
in RCW48. 17. 530.

NEW SECTION. Sec. 17. UNFAIR TRADE PRACTI CES. The | egislature
finds that the practices covered by this chapter are matters vitally
affecting the public interest for the purpose of applying the consuner
protection act, chapter 19.86 RCW A violation of this chapter is not
reasonable in relation to the devel opnent and preservati on of business
and is an unfair or deceptive act in trade or commerce and an unfair
met hod of conpetition for the purpose of applying the consuner
protection act, chapter 19.86 RCW

NEW SECTION. Sec. 18. APPLI CATI ON. (1) A provider lawfully
transacting business in this state prior to the effective date of this
act may continue to do so pending approval or disapproval of that
person's application for a license as long as the application is filed
with the comm ssioner not later than thirty days after publication by
t he conm ssioner of an application formand instructions for |icensure
of providers. If the publication of the application form and
instructions is prior to the effective date of this act, then the
filing of the application shall not be later than thirty days after the
effective date of this act. During the tinme that such an application
is pending with the comm ssioner, the applicant may use any form of
life settlenment contract that has been filed with the conm ssioner
pendi ng approval thereof, provided that such a formis otherwise in
conpliance with the provisions of this chapter. Any person transacting
business in this state under this subsection shall be obligated to
conply with all other requirements of this chapter

(2) A person who has lawfully negotiated life settlenent contracts
bet ween any owner residing in this state and one or nore providers for
at | east one year immedi ately prior to the effective date of this act
may continue to do so pendi ng approval or disapproval of that person's
application for a license as long as the application is filed with the
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conmm ssioner not later than thirty days after publication by the
conm ssioner of an application formand instructions for |icensure of
brokers. If the publication of the application formand instructions
is prior to the effective date of this act, then the filing of the
application shall not be later than thirty days after the effective
date of this act. Any person transacting business in this state under
this subsection shall be obligated to conmply wth all other
requi renments of this chapter.

NEW SECTION. Sec. 19. Captions used in this act are not any part
of the | aw.

NEW SECTION. Sec. 20. Sections 1 through 19 of this act
constitute a new chapter in Title 48 RCW

~-- END ---
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