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AN ACT torepeal 632.68:to renumber and amend 551.102 (32)to amend 49.857 (1) (d) 20., 71.05 (1) (f), 71.26

(3) (ag), 71.45 (2) (a) 14., 73.0301 (1) (d) 12., 321.60 (1) (a) 20., 551.102 (17) (d), 551.102 (17) (e), 551.102 (28)

(intro.), 601.31 (1) (mm), 601.31 (Inp), 601.31 (1) (mr) and 601.31 (1) (ms); émdreate 632.69 of the statutes;
relating to: life settlements, granting rule—making authgrétgd providing a penalty

The people of the state of Wisconsin, represented in
senate and assembly, do enact as follows:

SecTioN 1. 49.857 (1) (d) 20. of the statutes is
amendedo read:

49.857(1) (d) 20. A license issued under s. 628.04,
632.68(2)-0r{4)632.69 (2),0r 633.14 or a temporary
licenseissued under s. 628.09.

SecTioN 2. 71.05 (2) (f) of the statutes is amended to
read:

71.05(1) (f) Income fom the sales of certain insur
ancepolicies. Income received by the original policy
holder or original certificate holder who has cata
strophicor life—threatening illness @onditionfrom the
saleof a life insurance policy or certificate, or the safle
the death benefit under a life insurance policy or certifi
cate,under a-viaticalife settlement contract, as defined
in 5.-632.68-(1}d) 632.69 (1) (k). In this paragraph, “cat
astrophic or_life-threatening illness or condition”

who has aatastrophior life-threatening illness or cen
dition from the salef a life insurance policy or certifi
cate,or the sale athe death benefit under a life insurance
policy or certificate, under a-viaticéife settlement con
tract,as defined in s-632.68-(1) @32.69 (1) (k). Irthis
paragraph,‘catastrophic or life-threatening illness or
condition”includes AIDS, as defined in s. 49.686 (1) (a),
andHIV infection, as defined in s. 49.686 (1).(d)

SecTiON 4. 71.45 (2) (a) 14. of the statutes is
amendedo read:

71.45(2) (a)14. By subtracting from federal taxable
incomethe amount that is included in that income from
the sale by the original policyholder or original certificate
holderwho has a catastrophic or life-threatenihess
or conditionof alife insurance policy or certificate, or the
saleof the death benefit under a life insurance paticy
certificate,under aviatical life settlement contract, as
definedin s-632.68(1)(d§32.69 (1) (k). In this subdivi
sion, “catastrophic or life—threatenintiness or condi

includesAIDS, as defined in s. 49.686 (). and HIV

tion” includes AIDS, as defined in s. 49.686 (1) éaid

infection, as defined in s. 49.686 (1) (d)

SecTioN 3. 71.26 (3) (ag) of thetatutes is amended
to read:

71.26(3) (ag) Section 61 (relating to the definition

HIV infection, as defined in s. 49.686 (1).(d)

SecTioN 5. 73.0301 (1) (d) 12. of the statutes is
amendedo read:

73.0301(1) (d) 12. A license issued under s. 628.04,

of gross income) is modified to exclude income received 632.68(2)-or{4)632.69 (2),0r 633.14 or a temporary

by the original policyholder or original certificate holder

licenseissued under s. 628.09.

* 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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SecTioN 6. 321.60 (1) (a) 20. of the statutes is (a) The assignment, transfeale, devise diequest
amendedo read: of a death benefit, life insurance polioy certificate of

321.60(1) (a) 20. A license issued under s. 628.04, insuranceby the-viatoiownerto a-viatical-settlementro-
632.68(2)-0r{4)632.69 (2) or 633.14 or a temporary  vider pursuant to s—632.682.69

licenseissued under s. 628.09. SecTioN 11. 601.31 (1) (mm) of the statutes is
SecTioN 7. 551.102 (17) (d) of the statutes is amendedo read:

amendedo read: 601.31(1) (mm) For initial issuance of a license as
551.102(17) (d) WIth respect to a fractional or pool g viaticalsettlemenprovider under s.-632.68(8B2.69

interestin a-viaticallife settlement investmerfissuer” (2) (b), $750.

meansevery person whareates the fractional or pool SecTion 12. 601.31 (1) (mp) of the statutes is

interestfor the purpose of &éring or selling the interest.  gmendedo read:

SecTioN 8. 551.102 (17) (e) of the statutes is 601.31(1) (mp) For each annual renewal of a license

amendedo read: S as a -viatical-settlemenprovider unders. 632.68(2)
551.102(17) () With respect to a-viaticdife settle 632.69(2) (j), $250.
mentinvestment that is not a fractional or pool interest, SecTion 13. 601.31 (1) (mr) ofthe statutes is

“issuer” means the—viatical—settlememrovider as amendedo read:

definedin s.-632. 32.69 (1) (p)or the person 601.31(1) (mr) For initial issuance of a license as a

who purchases or otherwise acquires the-viatiifal viatical settlemenbroker undes.-632.68 (4532.69 (2)
settlemenfrom a-viatical-settlemergdrovider and then (b), $750.

offersor sells-viaticalife settlement investments-therein SecTion 14. 601.31 (1) (ms) ofthe statutes is
exceptthat, under this paragraph, “issuer” dosst amendedo read:

include a broker—dealer or agent registered urtties 601.31(1) (ms) For each annual renewal of a license

chapterand does not includthe -viatorowner of the as a viatical settlemebtoker under s.632.68 (832.69
insurancepolicy, certificateof insurance, or death benefit (2) (i), $250 ' ' ]

underlyingthe-viaticallife settlement investment.

SecTioN 9. 551.102 (28) (intro.) of the statutes
amendedo read:

551.10228) (intro.) “Security” meana note; stock;
treasurystock; security future; bond; debenture;-evi
denceof indebtedness; limited partnership interest; viati
cal life settlement investment similar agreement; cer
tificate of interestor participation in a profit-sharing
agreementgcollateral trust certificate; preganization
certificateor subscription; transferable share; investment
contract,voting trust certificate; certificatef deposit for

a security; fractional undivided interest in oil, gas, or : ; r X i
othermineral rights; put, call, straddle, option, or privi purposeof creating an interest in or inducing a person to

legeon a securitycertificate of deposit, or group or index Purchase or sell, assign, devise, bequeath, or transfer the
of securities, including an interest therein or based on thedeathbenefit or ownership ai policy or an interest in a
value thereof; put, call, straddle, option, or privilege POliCy pursuant to a life settlement contract.
enterednto on a national securities exchange relaing (b) “Broker” means a person who, on behalf of an
foreigncurrency; arin general, ainterest or instrument ~ Ownerand for a fee, commission, or other valuable-con
commonlyknown as a “security”; or a certificate of inter sideration, ders or attempts to negotiate life settlement
estor participation in, temporary or interim certificate Ccontractsbetween an owner and ooemore providers,
for, receipt for guarantee of, or warrant or right to sub  Or one or more brokers. “Broker” does not include an
scribeto or purchase, any of the foregoing. The term: attorneyor certified public accountant who is retained to
SecTioN 10. 551.102 (32) of the statutes is renum representhe owner and whose compensai®not paid
bered551.102 (17m), and 551.102 (17m) (intro.) and (a), directly or indirectly by the provider or purchaser
asrenumbered, are amended to read: (c) “Business ofife settlements” means an activity
551.102(17m) (intro.) “Viatical Life settlement  involvedin the ofering soliciting, negotiating, procur
investment’means the entire interest or any fractiawal  ing, effectuating, purchasing, investing in, financing,
pool interest in a life insurance policy or certificate of monitoring,tracking,underwriting, selling, transferring,
insurance or in the death benefit thereunder that is theassigningpledging, hypothicatingyr in any other man
subjectof a-viaticallife settlement, as defined in&32.68 ner, acquiring an interest ia policy by means of a life
(1)) 632.69 (1) (j) but does not include any of the-fol ~ settlementontract.
lowing: (d) “Chronically ill” means any of the following:

SecTioN 15. 632.68 of the statutes is repealed.

SecTION 16. 632.69 of the statutes is created to read:

632.69 Life settlements. (1) DerINITIONS. In this
section:

(a) “Advertisement” means any writtealectronic,
or printed communication or any communication made
by means of recorded telephone messages or transmitted
onradio, television, the Internet, or similksmmunica
tions media, including film strips, motion pictures, and
videos, published, disseminatedirculated, or placed,
directly or indirectly before the publitn this state for the
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1. Being unable to perform at least 2 activities of uationby any person or entity other than theurer or its
daily living, including eating, toileting, transferring, authorized representatives in connection witthe

bathing,dressing, or continence. issuancef the policy

2. Requiring substantial supervision to monitose 2. Any of the following acts that any person does, or
healthand safety of the individual due to his or her severe permitsits employees or agents do, in the furtherance
cognitiveimpairment. of a fraud or to prevent the detection of a fraud:

3. Having a level of disability similar to that a. Removing, concealing, altering, destroying, or
describedn subd. 1., as defined by the Udgpartment  sequesterinfrom the commissioner the assets or records
of health and human services. of a licensee or other person engaged in the business of

(e) “Financing entity’means a person whose princi  life settlements.
pal activity related to a life settlement is providing funds b. Misrepresentingr concealing the financial cordi
to effect the life settlement contract or purchase of one or tion of alicensee, financing entitynsurer or other per
morepolicies and who has an agreement in writing with son.
oneor more providers to finance the acquisitiorifaf c. Transacting the business lifle settlements in
settlementcontracts, including an underwritgulace violation of laws requiring a license, certificate of author
mentagent, lendepurchaser of securities, purchaser of ity, or other legaauthority for the transaction of the busi
apolicy from a life settlement providesredit enhancer  nessof life settlements.
or any entity that has a direct ownership in a policy that  d. Filing with the commissioner or the chief insur
is the subject of a life settlement contract. “Financing anceregulatory dficial of anotherjurisdiction a docu
entity” does not include an investor that is not an aecred mentcontaining false information or otherwisenceal
ited investorasdefined in17 CFR 230.501a), or a pur ing information about a material fact from the
chaser. commissioneor official.

() “Financing transaction” means a transaction in 3. Embezzlement, theft, misappropriation, or-con
which a licensed provider obtains financing from a versionof monies, funds, premiums, credits, or other
financing entity including any secured or unsecured propertyof alife settlement providernsurer insured,
financing,any securitization transaction, or any securi owner,or any other person engaged in the business of life
ties offering which is either registered or exempt from settlement®r insurance.

registrationunder federal and state securities.law 4. Recklessly entering into, negotiating, brokering,
(g9) “Fraudulent life settlement act” includes all of the or otherwise dealing in a life settlemexntract, the sub
following: jectof which is a life insurance policy that was obtained

1. Acts or omissions that are committed by any per by presenting false information concerning any fact
son,or that a person permits its employees or its agentsmaterialto the policy or by concealing for the purpose of
to engage in, for the purpose of pecuniary gain, including misleading another information concerning any fact
any of the following: material to the policy where the person qpersons

a. Presenting, causing to be presented, or preparingintendedto defraud the policg’ issuerthe provideror
with the knowledge or belief that it witle presented to  the owner
or by a provider broker purchaserfinancing entity 5. Attempting to commit; assisting, aiding, alvet
insurer,insurance produceor any other person, false ting in the commission of; or conspiring to comithie
material information, orconcealing material inforrma  actsor omissions specified in this paragraph.
tion, as part of, in support of, or concerning a fact material 6. Misrepresenting the state of residence of an owner
to an application for the issuance of a life settlement con to be a state that does not have a law substantially similar
tractor a policy; the underwriting of a life settlement-con to this section for the purpose of evading or avoiding the
tractor a policy; a claim for payment or benefit under a provisionsof this section.

life settlement contract or a policy; premiupasd on an 7. STOLI.

insurancepolicy; payments and changes in ownership or (h) “Licensee”means a provider or broker that holds
beneficiarymade in accordance with the terpfsa life alicense under sub. (2).

settlementontractor a policy; the reinstatement or eon (i) “Life expectancy” means the arithmetitean,

versionof a policy; the solicitation, &r, effectuation, or consideringmedical records and appropriate experiential
saleof a life settlement contract or a policy; the issuance data, of the number of months an insured under the policy
of written evidence of a life settlemenbntract or a  to be settled can be expected to live.

policy; or a financing transaction. () 1. “Life settlement” means an agreement regard
b. Employing any plan, device, scheme, or artifice to ing the terms under which compensation or any thing of
defraudin the business of life settlements. valuewill be paid, which compensation or thing of value

c. Failing to disclose to an insurérthe request for  is less than the expected death benefit of the pblity
suchdisclosure has been made by the insuhet the greaterthan the cash surrender value or accelerated death
prospectiveowner has undgone a life expectancy eval  benefit available under the policy at the time of the


https://docs.legis.wisconsin.gov/document/cfr/17%20CFR%20230.501

2009 Wisconsin Act 344

applicationfor the life settlement, in return for the own
er's present or future assignment, transsafe, devisepr
bequesbf the death benefit or any interest in a policy
“Life settlement” includes all of the following:

a. Thetransfer for compensation or value of owner
ship or beneficial interest in a trust or other entity that
ownsa policy that insures the life of a person residing in
this state, if the trust or othentity was formed or availed
of for the principal purpose of acquiring one or more-poli
ciesor certificates of insurance.

b. A written agreement for a loan or other lending
transactionsecured primarily by an individual or group
policy.

c. A premium finance loan made for a policy on,
before,or after the date of issuance of the policy but only

if the loan proceeds are not used solely to pay premiums

_4_
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benefitof its shareholders; between one or ngagners

in a partnership or between a partnership and one or more
of its partners or one or more trusts establighedr for

the benefit of its partners; or between one or mmoesn
bersin a limited liability company or between a limited
liability company and one or more of its members or one
or more trusts established by or for the benefit of its mem
bers.

h. An agreement, contract, or transaction that the
commissioneexcludes by ruleinder sub. (20) (a) after
determiningthat the agreement, contract, or transaction
is not intended to be regulated by this section.

(k) “Life settlement contract” means a written docu
mentproviding for and establishing the terms of a life
settlement.

(L) “Owner” means the owner of a policy or a certifi

for the policy and any costs or expenses incurred by thecate holder under a group policy who resides in this state,

lenderor the borrowein connection with the financing,
or if the owner receives on the date of the premium
financeloan a guarantee of the future life settlement
valueof the policy or if the owneliagrees on the date of
the premium finance loan to sell the policy or any interest

in its death benefit on any date following the issuance of

the policy.

2. “Life settlement” does not include any of the-fol
lowing:

a. A policy loan by a life insurance compayrsuant
to the terms of the policy @ccelerated death provisions
containedn the policy whether issued with the original
policy or as a rider

b. Except as provided isubd. 1. c., a premium

financeloan or any loan made by a bank or other licensed

financialinstitution, providedhat neither default on such
loannor the transfer of the policy in connection with such
defaultis pursuant to an agreementunderstanding with
any other person for the purposé evading regulation
underthis section.

c. A collateral assignment of a policy by an owner

d. A loan made by a lender that does not violate s.
138.12,if the loan is not described subd. 1. c. and is not
otherwisea life settlement contract.

e. An agreement where all thgarties are closely
relatedto the insured by blood or lawr have a lawful
substantialeconomic interest irthe continued life,
health,and bodily safety of the person insured,ace
trustsor other entities established primarily for the bene
fit of such parties.

f. Any designation, consent, or agreement by an
insuredwho is an employee of an employer in connection
with thepurchasdoy the employeror trust established by
the employer of life insurance on the life of the
employee.

g. A bona fide business succession planning arrange
mentbetween one or more shareholdara corporation
or between a corporaticgind one or more of its share
holdersor one or more trusts established by or for the

unless the contexequiresotherwise, and enters or seeks
to enter into a life settlemenbntract. “Owner” does not
includeany of the following:

1. Alicensee under this section, including a producer
actingas a broker under this section.

2. A qualified institutional buyeras defined irl7
CFR230.144A (a) (1).

3. Afinancing entity

4. A special purpose entity

5. Arelated provider trust.

(m) “Policy” means an individual or group policy
certificate, contract,or arrangement of life insurance
ownedby a resident of this state, regardless of whether
deliveredor issued for delivery in this state.

(n) “Premium finance loan” means a loan made pri
marily for the purpose of making premium payments on
apolicy that is secured by an interest in the policy

(0) “Producer” means any person licensed in this
stateas a resident or nonresident insurance intermediary
or agent who has received qualification or authority for
life insurance coverage or a life line of coverage pursuant
to s. 628.04.

(p) “Provider” means @erson, other than an owner
that entersinto or efectuates a life settlement contract
with an owner “Provider” does not include:

1. A bank, savings bank, savingad loan associa
tion, credit union, or other licensed lending institution
thattakes an assignment of a policy solely as collateral
for a loan.

2. A premium finance company making premium
financeloans and exempted by the commissioner from
thelicensing requirement under theemium finance law
unders.138.12 that takes an assignment of a policy solely
ascollateral for a loan.

3. The issuer of a policy

4. Anauthorized or eligible insurer that provides stop
losscoverage or financial guaranty insurance to a pro
vider, purchaserfinancing entityspecial purposentity,
or related provider trust.
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5. Any natural person who enters into deefuates
no more than onagreement in a calendar year for the
transferof a policy for any value less than thepected
deathbenefit.

6. A special purpose entity

7. A related provider trust.

8. A purchaser

9. A person that the commissioner exclubgsule
undersub. (20) (a) aftedetermining that the definition is
notintended to cover the person.

(q) “Purchase agreement” meansoatract or agree
mententered into by a purchas&r which the owner is
not a partyto purchase a settled policy or an interest in
a settled policy for the purpose of deriving an economic
benefit.

_5_
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areeither acquired by the owner or by a qualified institu
tional buyer as defined irl7 CFR 230.14A (a) (1) or
paya fixed rate of return commensurate with established
asset—backeidstitutional capital markets.

(w) “Stranger—originated life insurance” or “SLI”
means an act, practice, plan, or arrangement, individually
or in concert with others, tinitiate a life insurance policy
for the benefit of a 3rd—party investor whotts time of
policy origination, has no insurable interest in the
insured. STOLI includes cases in which life insurance is
purchaseavith resources or guaranteiesm or through
a person or entityvho, at the time of policy inception,
could not lawfully initiate the policy bythe person or
entity, and in which, at the time of inception, there is an
arrangemenodr agreement, whether verbal or written, to

(n “Purchaser” means a person who provides a sumdirectly or indirectly transfer the ownership of thelicy

of money agonsideration for a policy or an interest in the
deathbenefits of a policyor a persorwho owns or
acquiresor is entitled to a beneficial interest in a trust that
ownsa life settlement contract or is the beneficiaraof
policy that has been or will be the subject of a life settle
mentcontract, for the purpose of deriving an economic
benefit. “Purchaser” does not include any of the foHow
ing:
1. Alicensee.

2. An accredited investpas defined inl7 CFR
230.501(a), or qualified institutional buyeas defined in
17 CFR 230.14A (a) (2).

3. Afinancing entity

4. A special purpose entity

5. Arelated provider trust.

(s) “Recklessly”means in conscious and clearly
unjustifiabledisregard of a substantial likelihood of the
existenceof the relevant facts or risks, the disregard
involving a gross deviation from acceptable standafds
conduct.

(t) “Related provider trust” means a trust that is estab
lishedby a licensed provider or a financing entity for the
solepurpose of holding the ownership or benefimitdr
estin purchased policies in connection with a financing
transactionand that has written agreement with the
licensedprovider undemwhich the licensed provider is
responsiblgfor ensuring compliance with all statutory

or the policy benefits to a 3rd partyTrusts thatare
createdo give theappearance of insurable interest, and
areused to initiate policies for investors, violate insur
ableinterest laws under s. 631.07 and the common law
prohibition againstwagering on life. SOLI does not
includea loan, agreement, assignment, arrangenoent,
transactiorset forth in sub. (1) (j) 2.

(x) “Terminally ill” means having an illness or sick
nessthat can reasonably be expected to result in death in
24 months or less.

(2) LICENSINGREQUIREMENTS. (&) 1. No persomay
act as a provider or broker for an owneithout holding
alicense from the commissioner

2. Alicensed attorney or a certified public accountant
who s retained to represent the owaed whose com
pensatioris not paid directly or indirectly by the provider
or purchaser may negotiate life settlement contracts on
behalfof the owner without having to obtain a license as
abroker

(b) An applicant shallmake an application for a
licenseto the commissioner on a form prescribed by the
commissioner.For a brokées license, the applicant shall
submitthe fee specified in s. 601.31 (1) (mr). For a pro
vider’s license the applicant shall submit the fee speci
fiedin s. 601.31 (1) (mm).

(c) The commissioner may not issue a license under
this subsection unless the applicant provides his or her

andregulatory requirements and under which the trust socialsecurity number or its federal employgéentifica

agreedo make all records and files relating to life settle

tion number orif the applicant does nétave a social

ment transactions available to the commissioner as if securitynumber a statement made or subscribed under

thoserecords were maintained directly by the licensed
provider.
(u) “Settled” means, with respedb a policy
acquiredby a provider under a life settlement contract.
(v) “Special purpose entity” means a corporation,
partnershiptrust, limitedliability company or other sim
ilar entity formed solely to provide either direct or indi
rect access to institutional capital markeisher for a
financingentity or provider or in connection with a trans

oath or afirmation that the applicant does not have a
socialsecurity numberAn applicant who is providing a
statementhat he or she does not have a social security
number, shall provide that statement along with the
applicationfor a license on a form prescribed by the
departmenbf children and families. A licensee shall
provideto the commissioner the licensesbcial security
number,statement the licensee does not have the social
securitynumbey or federal employment identification

actionin which the securities in the special purpose entity numberof the licensee at the time that the annual license
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renewalfee is paid, if not previously provided. The com bond executed and issued by an insurer authorized to
missioner shall disclose asocial security number issuesurety bonds in this state or a deposit of cash, eertifi
obtainedrom an applicant or licensée the department  catesof deposit, or securities or angmbination of those
of children and families in the administration of s. 49.22, in the amount of $250,000. Any surety bond issued under
asprovided in a memoranduof understanding entered  this subd. 4. a. shall be in the fawafrthis state and shall
into under s. 49.857. The commissionay disclose the  specificallyauthorize recovery by the commissioner on
social security number or federal employment identifica behalf of any person in this state who sustdmmages
tion number of an applicant or licensee to the departmentas the result of erroneous acts, failure to act, conviction
of revenue forthe purpose of requesting certifications of fraud, or conviction of unfair practices by f@vider
unders. 73.0301. The commissioner shall accept as evidence of financial
(d) 1. The commissioner shall refuse to issue or responsibility proof that financial instrumeritsaccor
renewa licenseunder this subsection if the person is gancewith the requirements in th&ibd. 4. a. have been
delinquentn court-ordered payments ciild or family  fjled in one state where the applicasticensed as a pro
supportmaintenance, birthxpenses, medical expenses, vider.
or other expenses related to thg support of a childrer b. If applying for a broker license, has provided proof
merspouse, or if the person fails to comlfter appre  of the acquisition ofa policy of professional liability
priatenotice, with a subpoerar warrant issued by the  insyrancan an amount that is satisfactory to the coramis
departmenbf children and families oa county child sioner.
supp_ortagency under s. 59.53 (5) and_ relat_ed to paterity g fthe applicant is a legal entjtig formed or oga-
or child support proceedings, as provided memoran nized under the laws of this state or is a foreign legal
dumof understanding entered into under s. 49.857. ity athorized to transact business in this state, er pro

. 2. The com_mssmner_shqll refuBBiSsue or renew a videsa certificate of good standing from thtate of its
licenseunder this subsection if the departmentevienue domicile

certifies unld(?rtﬁ. 7|.3'0301 _th?t tbhle ?ppgc?nt for ﬂt]f license 6. Has providedo the commissioner an antifraud
orrenewal ol the ficense IS lable Tor delinquent taxes. planthat meets the requirements of sub. (15) (i).

(e).The applicant shgll provide information that the 7. Has completedhe initial training course under
commissionemay requireon forms prepared by the sub.(3) (e)

commissioner.The commissioner may require tapli
cant,at any time, to fully disclose the identity of its part
ners, officers, employees, and stockholders, except
stockholder®wning fewer than 10 percent of thleares
of an applicant whose shares are publicly traded. The
commissionemay refuse to issue a license if not satisfied
thatany oficer, employee, stockholdeor partner who
may materiallyinfluence the applicarg’conduct meets
the standards of this section.

(f) Alicense issued to a partnership, corporation, or
otherentity authorizesll members, dicers, and desig
natedemployees to act as a licensee urtdedicense, if

thosepersons are named in the application or any supple forth in ss. 601.72 and 601.73.
mentsto the application. () Licenses may be renewed annually on July 1 upon

(g) Upon the filing of an application and the payment Paymentof the fee specified in s. 601.31 (1) (ms) by a
of the license fee, the commissioner shall make an-inves Proker,or the fee specified is. 601.31 (1) (mp) by a pro
tigation of each applicant and shall issue a license if the Vider. Failure to pay the fee by the renewal date shall
commissioner finds that the applicant satisfies all of the resultin the automatic revocation of the license.

(h) The commissioner may request evidemde
financial responsibility under pafg) 4. from an appli
cantat any time the commissioner deems necessary

(i) The commissioner shall not issue any license to
anynonresident applicant, unless a written designation
an agent forservice of process is filed and maintained
with the commissioner or unless the applicant has filed
with the commissioner thapplicants irrevocable con
sentthat any action against the applicant may be-com
mencedagainst thepplicant by service of process on the
commissionerin accordance with the procedursst

following: (k) Each licensee shall file with the commissioner on

1. If applying for a provider license, has provided a Of before thdirst day of March of each year an annual
detailed plan of operation. statementontaining the information required undeib.

2. Is competent and trustworthy and intends to trans (6) (a) and any information the commissioner requires by
actits business in good faith. rule.

3. Has a good businessputation and has either the (L) A provider may not use any person to perform the
experiencetraining, or education so ashe qualified in functionsof a broker unless the person holds a current,
thebusiness for which the license is applicable. valid license as a broker

4. a. If applying for a provider license, has demon (m) A broker may not use any person to perform the

stratedevidence of financial responsibility infarmat functionsof a provider unless the person holds a current,
prescribedoy the commissioner through either a surety valid license as a provider
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(n) A provider or broker shall provide to the commis
sionernew or revised information aboutfickrs, part
ners, directors, membersgesignated employees, or
stockholdersexcept stockholders owning fewer than 10
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9. Additional mattersas determined by the commis
sioner.

(e) An individual applicant for a license under sub.
(2) shall complete an initial training course of not less

percentof the shares of a provider or broker whose sharesthan8 hours. An electronic confirmation cdmpletion

arepublicly traded, within 30 days of the change.

(o) The insurer that issued the policy that isghb
jectof a life settlement contract may not be held responsi
ble for any act or omission @f broker or provider arising
out of or in connection witthe life settlement, unless the

of initial training shall accompany the application for ini
tial licensure. A licensee shall complete training of not
lessthan 4 hours every 24 months after the initial training
course. A person who holds a license unde632.68,
2007 stats., on the &dctive date of this paragraph ....

insurerreceives compensation for the placement of a life [LRB inserts date] shall complete initial trainingthin

settlementontract from the broker or provider or from
a purchaser in connection with the life settlement-con
tract.

(3) TraINING. (@) An individualapplicant for a

6 months after the &dctive date of this paragraph ....
[LRB inserts date].

(4) LICENSESUSPENSIONREVOCATION, OR REFUSALTO
RENEW. (&) The commissioner may suspend, revoke, or

licenseunder sub. (2) or a licensee who engages in therefuseto renew the licensef any licensee if, after a hear

businessof life settlements in thistate shall receive
trainingto ensure all of the following:

1. The individual understands the relation of life
settlementransactions to the integritf a comprehen
sivefinancial plan of an owner

2. The individual has adequate knowledge to compe

ing, the commissioner finds any of the following:

1. Any material misrepresentation in the application
for the license.

2. Thatthe licensee or anyfader, partner member
or director of thdicensee is guilty of fraudulent or dis
honest practices, is subject to a final administrative

tently discuss the material aspects of life settlements with action, or is otherwise shown to be untrustworthy or

anowner

3. The individual complies witthe laws of this state
relatingto life settlements.

(b) Training required under thisubsection must be
approvedby the commissioner and provided lan
educatiorprovider that is approved by the commissioner
The commissioner may approve the training required
underthis subsection for continuing education under s.
628.04(3). Training required under this subsection shall
not increase the credit hours of continuing education
requiredby statute or rule. Certificaticand reporting of
completionof the required training shall comply with the
requirementsf s. Ins 28.07, \i§. Adm. Code.Any per
sonfailing to meet the requirements of this subsection
shallbe subject to the penalties imposed by the commis
sioner.

(c) The satisfaction of the training requirements of
anotherstate that are substantially simitarthe require
mentsset forth in this subsection, and are approveithéy
commissionersatisfy the requirements of this subsec
tion.

(d) Training provided under this subsectishall
includeall of the following topics, at a minimum:

1. Legal structuring of life settlements.

2. Legal relationships among the parties tbfex
settlement.

3. Required disclosures and privacy requirements.

4. Ethical considerations in selling, soliciting, and
negotiatinglife settlements.

5. Contract requirements.

6. Advertising.

7. Remedies.

8. Licensing requirements.

incompetento act as a licensee.

3. Ifthe licensee is a providdéhat the licensee dem
onstratesa pattern ofunreasonably withholding pay
mentsto owners.

4. That the licensee no longmeets the requirements
for licensure.

5. Thatthe licensee or anyfafer, partney member
or director of the licensee has been convicted of a felony
or of any misdemeanor of which criminal fraud is an ele
mentor has pleaded other than not guilty with respect to
anyfelony or any misdemeanor of which criminal fraud
or moral turpitude is an element, regardless whether a
judgmentof conviction has been entered by the court.

6. If the licensee is a providahatthe licensee has
enteredinto any life settlement contract the form of
which has not been approved by the commissioner under
this section.

7. If the licensee is a providahatthe licensee has
failed to honor obligations set out in a life settlementcon
tract.

8. If the licensee is a providehatthe licensee has
assignedtransferred, or pledged a settled policy to a per
son other than a provider licensed in this state, a pur
chaser,an accredited investor as defined i CFR
230.501(a) or a qualified institutional buyer as defined
in17 CFR 230.144 (a) (1), a financing entifya special
purposeentity, or a related provider trust.

9. Thatthe licensee or anyfuder, parther membey
or key management personnel has violaeg of the
provisionsof this section.

(b) Nothing in this subsection limits the authoraty
the commissioner to summarily suspend a license under
s.227.51 (3).


https://docs.legis.wisconsin.gov/document/cfr/17%20CFR%20230.501
https://docs.legis.wisconsin.gov/document/cfr/17%20CFR%20230.501
https://docs.legis.wisconsin.gov/document/cfr/17%20CFR%20230.144
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(c) The commissioner shall suspenticanse if the
licenseds delinquent in court-ordered paymentslaifd
or family support, maintenance, birth expensesdical
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or information that there is a reasonable basis to believe
couldbe used to identify the owner or the insured.
3. Every provider that willfully fails to file an annual

expensesor other expenses related to the support of a statements required in this section, willfully fails to

child or former spouse or if the licensee fails to comply
after appropriate notice, with a subpoena vearrant
issuedby thedepartment of children and families or a
county child support agency under s. 59.53 (5) tkat
relatedto paternity or child support proceedings, as pro

reply within 30 days to a written inquiry by tltemmis
sionerregarding the annual statement, shall be sutgect
aforfeiture under s. 601.64 (3) (¢) and to license suspen
sion,revocation, or nonrenewal.

(b) A provider broker insurance compangroducer

vided in a memorandum of understanding entered into information bureau, rating agency or company any

unders. 49.857.

otherperson with actual knowledge of an insusdden

(d) The commissioner shall revoke the license of a tity, shallnot disclose the identity of an insured or irfor

licenseeif the department of revenwertifies under s.
73.0301that the licensee is liable for delinquent taxes.

(5) CONTRACTREQUIREMENTS. (&) No person may use
alife settlement contract form g@rovide to an owner a
disclosurestatement form in this stateless first filed
with and approved by the commissianérhe form is
approvedf the commissioner does not disapprove of the
form within 30 days after filing or within a 30—day exten
sion of that period ordered by the commissiohefore
the expiration of the firsBO days. @ disapprove a form,
the commissioner shall staie writing the reasons for
disapprovakuficiently explicitly that the licensee is pro
vided reasonable guidance in reformulating its forms.
The commissioner shall disapprove a life settlement con
tractform or disclosure statement form if tbemmis
sionerdetermines the form or provisions contained in the
form fail to meet the requirements of this section, are
unreasonablegre contrary to the interests of the public,
or are otherwise misleading or unfair to the owner

(b) No insurer mayas a condition of responding to
a request for verificatiorof coverage or in connection
with the transfer of a policy undelige settlement con
tract,require that the ownginsured, provideror broker
signany form, disclosure, consent, waiver acknow
edgmentthat has not been expressly approved by the
commissionefor usein connection with life settlement
contracts in this state.

(6) REPORTINGREQUIREMENTSAND PRIVACY. (@) 1. In

mationthat there is a reasonable basis to believe could be
usedto identifythe insured or the insuredfinancial or
medicalinformation to any other person unless one of the
following applies:

1. The disclosure is necessary tteefa life settle
mentcontract between the owner and a proyided the
ownerand insured have provided prior written consent to
thedisclosure.

2. The disclosure is necessary tfeefuate a sale of
life settlement contracts, or interests in Bfettlement
contracts,as investments, ithe sale is conducted in
accordancevith applicable state and federal securities
law and if the owner and the insured have both provided
prior written consent to the disclosure.

3. The disclosure is provided in respotsan inves
tigationor examination by the commissioner or atyer
governmentalofficer or agency or pursuant tthe
requirementsf sub. (15).

4. The disclosure is a terar condition of the transfer
of a policy by one provider to another providém such
casesthe receiving provider shall be required to comply
with the confidentiality requirements of this subsection.

5. The disclosure is necessary to allow the provider
or broker or theilauthorized representatives to make-con
tactsfor the purpose of determinitigalth status. For the
purpose®f this subdivision, “authorized representative”
doesnot include any person who hasray have any

additionto any other requirements, the annual statementfinancialinterest in the life settlement contract other than

thatis filed with the commissioner shall specify toéal
number,aggregate face amount, and life settlement pro
ceeds of policies settled during the immediately preced
ing calendar yeatogether with a breakdown of the infor
mationby policy issue yearThe annual statemesiball

a provider broker financing entityrelated provider trust,
or special purpose entityA provider or broker shall
requireits authorized representative to agree in writing
adherego the privacy provisions of this subsection.

6. The disclosure is required to purchase stop loss

alsoinclude the names of the insurance companies whose-Overage.

policies have been settled and theokers that were
involvedin settling the policiesEach provider shall pro
vide in the annual statement amformation about any
policy settled within 5 years of policy issuance that the
commissionemay prescribe by rule.

2. Information provided in thannual statement shall
be limited to those transactions in which the ownea is
residentof this state and shall not include individual

(c) Nonpublic personal information solicited or
obtainedin connection with a proposeat actual life
settlementontract shall be subject to all applicable laws
of this state relating to confidentiality of nonpulgber
sonal information.

(7) EXAMINATIONS AND ALTERNATIVES. (&) The com
missionemay, whenever the commissioner determines
it is necessary in order to be informedzbut any matter

transactiordata regarding the business of life settlements relatedto the enforcement of thigection, examine the
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businessand afairs of any licensee or applicant for a thedate upon which the life settlement contract is exe
license,under the provisions of ss. 601.43 to 601.45.  cutedby all parties or 15 calendar days after the life
(b) The commissioner shall consider names and indi settlemenproceeds have been paid to the owagipre
vidual identification datdor all owners, purchasers, and videdin sub. (1) (d). Rescission, iéxercised by the
insuredsprivate and confidential information and shall owner,is efective onlyif both notice of the rescission is
not disclose names or identification dataless the dis given and the owner repays all proceeds and any pre
closureis to another regulator or is required by .law miums,loans, and loan interest paid on account of the life
(c) 1. A person required to be licensed by this section settlementwithin the rescissiomperiod. If the insured
shallfor 5 years retain, and make available to the-com diesduring the rescission period, the life settlement con
missionerfor inspection aall reasonable times in aceor  tractis rescinded, subject to repayment by the owner or
dancewith s. 601.42, copies of all of the following: the owners estate to the provider or purchaser of all life
a. Proposed, &éred, or executed life settlement eon  settlemenproceeds, and any premiunans, and loan
tracts, purchase agreements, underwriting documents, interestthat have been paid by the provideparchaser

policy forms, and applications from the date of gie- which shall be repaid within 60 calendar days of the death
posal,offer, or execution of a life settlement contract or of the insured.
purchase agreement, whichever is later g. That funds will be sent to the owner within 3 busi

b. All checks, draftspr other evidence and docurnen nessdays after the provider has received the inssi@r
tationrelated to the payment, transféeposit, or release  group administratos written acknowledgement that
of funds from the date of the financing transaction, life ownershipof the policy orinterest in the certificate has

settlementpor purchase agreement. beentransferred and the beneficidrgs been designated.
c. All other recordsand documents related to the h. That entering into a life settlement contract may
requirement®f this section. causeother rights or benefitécluding conversion rights

2. Records required tbe retained under subd. 1. andwaiver of premium benefits that mayist under the
must be legible and complete and may be retained in policy, to be forfeited by the owneand the owner should
paper,photograph, microprocess, magnetic, mechanical seekassistance from a professional financial advisor

or electronic media, or by any process that accurately i. The language: “All medical, financial, personal

reproduce®r forms a durable medium fagproduction informationsolicited or obtained by a provider or broker

of a record. aboutan insured, including the insureddtentity or the
(8) DISCLOSURESTO OWNER;DISCLOSURETO INSURED. identity of family membersa spouse, or a significant

() 1. With each application for a life settlement, apro other may be disclosed as necessary fectfthe life
vider or broker shall disclose to the owniera separate  settlemenbetween th@wner and providerIf you are
documenthat is signed by the owner and the provider or asked to provide this information, you will be asked to
broker,at least all othe following information no later  consento the disclosure. The information maygre-
thanthe time the application for the life settlement is videdto someone who buys the policy or proviflgsds
signedby all parties: for the purchaseYou may be asked to renew your-per
a. Thatthere are possible alternatives to life settle missionto share information every 2 years.”
mentcontracts, including any accelerated death benefits  j. That, following execution of ife settlement con
or policy loans diered under the owner policy tract, the insured may be contacted for the purpose of
b. That the broker represents exclusively the owner determiningthe insured health status and to confirm the
and not the insurer or the providand owes a fiduciary  insured'sresidential or business strestdress and tele
duty to the ownelincluding the duty to act according to phonenumbey or as otherwise allowed in thégction.
the owners instructions and in the best interest of the Thiscontact shall be limited to once every 3 months if the
owner. insuredhas a life expectancy of more than one year and
c. That some or abf the proceeds of the life settle no more than once per month if the insured has a life
ment maybetaxable under federal income tax and state expectancyf one year or less. All such contacts with the
franchiseand income tax lawand the owner should seek insuredshall be made only by a provider licensed in the

assistancérom a professional tax advisor statein which the owner resided at the time of tifie

d. That proceeds from a life settlement may be sub settlementor by anauthorized representative of the pro
ject to the claims of creditors. vider.

e. That receipt of proceed®m a life settlement may 2. Atthe time the disclosures in subd. 1. are provided,
adversely affect the ownes eligibility for Medical the broker or provideshall provide to the owner a bro

Assistancer other government benefits or entitlements, churedescribing the process of life settlements that is
andthe owner should seek advice from the appropriate approvedoy the commissioner
governmengagencies. (b) A provider shall disclose to the owneither con

f. That the owner has a right to rescind adiéttle spicuouslydisplayedn the life settlement contract or in
mentcontract before the earlief 30 calendar days after aseparate document signed by the owateleast all of
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thefollowing informationno later than the date the life
settlementontract is signed by all parties:

1. The dfliation, if any, between the provider and the
issuerof the policy to be settled.

2. The name, business address, and telephone num

ber of the provider
3. Any afiliation or contractual arrangements
betweerthe provider and the purchaser
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the purchase agreement or in a separate docusitgred
by the purchaser and providat least all of the following
informationprior to the date the purchase agreement is
signedby all parties:
a. That the purchaser will receiv® returns, includ
ing dividends and interest, until the insured dies and a
deathclaim payment is made.

b. That the actual rate of return on a life settlement

4. If a policy to be settled has been issued as a jointcontractis dependent upon an accurate projection of the

policy or involves family riders or any coverage difa
other than that of the insured under the policy to be
settled,the possible loss of coverage on the otivers
underthe policy together with a statement advising the
ownerto consult with the insurer issuing the polfcy
adviceconcerning the proposed life settlement.

5. The dollar amount of the current death benefit that
will be payable tadhe provider under the policyIf
known,the provider shall also disclose the availability of

any additional guaranteed insurance benefits, the dollar

amountof any accidentadeath and dismemberment
benefitsunder the policyand the extento which the

owner’sinterest in those benefits will be transferred as a

resultof the life settlement contract.

6. That the funds will be escrowed with an indepen
dent3rd party during the transfer process; the name; busi
nessaddress, and telephone numbéthe independent
3rd party escrow agent; anbdat the owner may inspect
or receive copies of the relevant escrow or trust agree
mentsor documents.

(c) A broker shall disclose to the owneither con
spicuouslydisplayedn the life settlement contract or in
a separate document signed by the owaeleast all of
thefollowing informationno later than the date the life
settlementontract is signed by all parties:

1. The name, business address, and telephone num

ber of the broker

2. A full, complete,and accurate description of all
offers, counteraofers, acceptances, and rejections related
to the proposed life settlement contract.

3. A written statement of anyfdfation or contrae
tual arrangement between the brokard any person
making an ofer in connection with the proposed life
settlementontract.

4. The amount of the broKkercompensation, includ
ing anything of value paid or given to the broker for the
placement of the policy

5. If any portion of the brokés compensation is
takenfrom a proposed lifsettlement, the total amount of
the life settlement dér and the percentage of the life
settlementomprised by the brokercompensation.

insured’s life expectancy and the actual date of the
insured’'sdeath and that an annual guaranteed oate
returnis not determinable.

c. That thesettled policy should not be considered a
liquid purchase since it is impossible to predict the exact
timing of its maturity and the funds are not available until
the death of the insured and that there isatablished
secondarynarket for resale of a settled policy by the-pur
chaser.

d. That the purchaser may lose all benefits or may
receivesubstantially reduced benefits if the insurer goes
outof business during the contract term of the life settle
mentinvestment.

e. That the purchaser is responsible for payment of
the insurance premiums or other costs related to the
policy, if required by the terms of the purchase agree
ment,even if the insured returrie health, and that the
paymentsmay reduce the purcha&ereturn. If a party
otherthan the purchaser is responsitfiethe payment,
the name and address of the party responsible for pay
mentshall be disclosed.

f. The amount of the premiums, if applicable.

g. The name, business address, and telephone num
ber of the independent 3rd party providing escrow ser
vicesand any relationship to the broker

h. The amount of any trust fees or expenses to be
chargedhe purchaser

i. Whetherthe purchaser is entitled to a refund of all
or part ofthe purchases investment under the purchase
agreemenif the policy is later determined to be null and
void.

j- That group policiemay contain limitations or caps
in the conversiomights, that additional premiums may
haveto be paid if the policy isonverted, the name of the
party responsible for payment of any additional -pre
miums, and that if a group policy is terminated and
replacedby another group poligyhere may be no right
to convert the original coverage.

k. The risks associated with policy contestahility
including the risk that the purchaser whlave no claim

(d) If the provider transfers ownership or changes the or only a partial claim to death benefits should the insurer

beneficiary of thgolicy, the provider shall communicate
in writing the change in ownership or beneficiary to the
insured within 20 days after the change.

(9) DISCLOSURESTO PURCHASER. (@) 1. A provider
shalldisclose to a purchaseonspicuously displayed in

rescindthe policy within the contestability period.

L. Whether the purchaser will be the owner of the
policy in addition tobeing the beneficianand if the pur
chaselis the beneficiary only and not also the owities
specialrisksassociated with that status, including the risk
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thatthe beneficiary may be changed or the premium may the business of life settlements at any time prior to, or dur

not be paid.

m. The experiencand qualifications of the person
who determines the life expectancy of the insured,
including in—house stdf independent physicians, and
specialtyfirms that weigh medical and actuarial data, the
informationthe projection is based on, and the relation
ship of the projection maker to the providéany.

2. Atthe time the disclosures in subd. 1. are provided,
the provider shall provide to the purchaser a brochure

approvedoy the commissioner describitite process of
the purchase of a settled policy

(b) A provider shall disclose to a purchageadocu
mentsigned by the purchaser and provj@gideast all of

the following no later than at the time of the assignment,

transfer,or sale of all of or an interest in a policy:
1. All the life expectancyertifications obtained by

ing the first 5 years afteissuance of the policy

(11) GeENERALREQUIREMENTS. (@) 1. Before entering
into a life settlement contract, provider shall obtain all
of the following:

a. If the owneiis the insured, a written statement from
alicensed attending physician that the owner is of sound
mind and undeno constraint or undue influence to enter
into a life settlement contract.

b. A document in which the insured consents to the
releaseof his or her medicalecords to a licensed pro
vider, licensed brokerand the insurer that issued the
policy covering the life of the insured.

2. Within 20 days after an owner executes documents
necessaryo transfer any rights under a policy or within
20 days after the owner enters any agreement, option,
promise,or any other form of understanding, express or

the provider in the process of determining the price to be implied, to settle the policythe provider shall give writ

paidto the owner

2. Whether the premium payments other costs
relatedto the policy have been escrowed and, iftse,
dateupon which the escrowed fundsll be depleted,
whetherthe purchaser wilbe responsible for payment of
premiumsafter the depletion of escrowed funds, and the
amountof the premium if the purchaser is responsible for
payment.

3. Whether the premiums other costs related to the

ten notice to theinsurer that issued the policy that the
policy has or will become a settled policy

3. The provider shall deliver a copy of the medical
releaseequired under subd. 1. b., a copy of the ovgner
applicationfor the life settlementontract, the notice
requiredunder subd 2., and a request for verification of
coverageo the insurer that issued the policy thathis
subjectof the life settlement. The provider shall use a
form created bythe National Association of Insurance

policy have been waived and, if so, whether the purchaserCommissionergor verification of coverage unleske

will be responsible for payment of the premiums if the
insurerthat issued the policy terminates the waiver after
purchaseand, if so, the amount of the premiums.

4. Whether the type of policyfefed or sold isvhole
life, term life, universal life, a group policgr another
type of policy, anyadditional benefits contained in the
policy, and the current status of the policy

5. If the policy isterm insurance, the special risks
associateavith term insurance including the purchéser
responsibilityfor additional premiums ifhe owner con
tinuesthe term policy at the end of the current term.

6. Whether the policy is contestable.

7. Whether the insurer thegsued the policy has any
additionalrights that could negatively fatt or extin
guishthe purchasés rights under the purchasgree
mentand, if so, what those rights are and under what con
ditionsthose rights are activated.

8. The name and address of the person respofaible
monitoringthe insured condition, how often the moni
toring is done, how the date of death is determiaed,
how and when the information will be transmittedlie
purchaser.

(10) DisCLOSURETO INSURER. Before initiating a
plan, transaction, or seriasf transactions, a broker or
providershall fully disclose to the insuramlan, transac
tion, or series of transactions to which the broker of pro
vider is a party to originate, renewontinue, or finance
a policy with the insurer fothe purpose of engaging in

commissionedevelops and approves another form.

4. The insurer shall respond to a request for verifica
tion of coverage that is submitted on an approved form by
aprovider or broker within 30 calendar days after the date
therequest is received and shall indicate whethased
on the medicalevidence and documents provided, the
insurerintends to pursue an investigation regarding the
validity of theinsurance contract or possible fraud. The
insurershall accept a request for verificationcoverage
madeon a form created by the National Association of
InsuranceCommissioners or any other form approved by
the commissionerand shall accept an original, facsimile,
or electroniccopy of the request and any accompanying
signedauthorization.

5. Before or at the time of executiontbt life settle
mentcontract, the provider shall obtain a witnessed doc
umentin which the owner does all of the following:

a. Consents to the life settlement contract.

b. Represents that he or she has a complete -under
standingof the life settlement contract.

c. Represents that he or she has a complete -under
standingof the benefits of the policy

d. Acknowledges that he or she is entering into the
life settlement contract freely and voluntarily

e. If applicable, acknowledges that the insured has a
terminal or chronic illnessand that the terminal or
chronic illness or condition was diagnosed after the
policy was issued.
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6. If a broker performs any of the activities required
in subd. 1., 2., 3., or 5., the provider shalcbesidered
to have performed that activity

(b) All medical information solicited or obtained by
anylicensee shall be subject to the applicaitevisions
of statelaw relating to confidentiality of medical infor
mation,including s. 610.70.

(c) All life settlement contracts entered into in this
stateshall provide the owneawith an absolute right to
rescindthe contract before the earlier of 30 calendar days
afterthe date on which the life settlement contract is exe
cutedby all parties or 15 calendar days after the life
settlemenproceeds havieeen sent to the owner as pro
videdin par (d). Rescission by the owner may be cendi
tionedupon the owner both giving notice and repaying to
the provider within the rescission period]l proceeds of

thesettlement and any premiums, loans, and loan interest

paidby or on behalf of thprovider in connection with or
asa consequence of the life settlement.
duringthe rescission period, the life settlement contract
is rescinded, subject to repayment, within &0endar
daysafter the death of the insured, by the owner or the
owner’s estate tathe provider or purchaser of all life
settlemenproceeds and any premiums, loans, and loan
interestthat have been paid by the provider or purchaser
If alife settlement contract is rescinded under this-para
graph,ownership of the policy shall revert to thener
or the owne’s estate if the owner is deceased, irrespec
tive of any transfer of ownership of the policy by the
owner,provider or any other person. In the event of any
rescissionif the provider has paid commissions or other
compensationto a broker in connection with the
rescindedife settlement contract, the broker shiafund
the commissions and compensation to the provider
within 5 business days following receipt of written
demandfrom the provider which demand shalbe
accompaniedby the applicable document initiating the
rescissiorwithin the rescission periodijther the ownés
noticeof rescission or the notice of death of the insured.
(d) The provider shall instruct the owner to sérel
executeddocuments required tofe€t the change in
ownershipassignmentr change in beneficiary directly
to the independent escrow agenithivt 3 business days
afterthe date the independent escrow agent recéiees
documentspr after the date the provider receives the
documentsf the owner erroneouslgrovides the docu
ments directly to the providethe provideshall pay or
transferthe proceeds of the life settlement into an escrow
or trust account that is maintained in a stateederally
charteredinancial institution whose deposits are insured
by the Federal Deposit Insurance Corporation and- man
agedby anindependent trustee or escrow agent. Upon
paymentof the life settlement proceeds into the escrow
account, the independent escragentshall deliver the
original change in ownership, assignment, or change in
beneficiaryform to the provider or related provider trust
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or other designated representative of the providgon

the escrow agers’ receipt of acknowledgement tife

properly completed transfer of ownership, assignment,
or designation of beneficiary from the insyrére inde
pendentescrow agent shall pay thige settlement pro
ceeddo the owner

(e) Failure to tender the life settlement proceteds
the owner within the time set forth in the disclosure under
sub. (8) (a) 1. g., renders the life settlenwamtractvoid-
ableby the owner for lack of consideration until the time
the proceeds are tendered to and accepted by the .owner
Fundsare senby a provider to an owner as of the date that
theescrow agent either releases funds for wire transfer to
theowner or places a check for delivery to the owner via
the U.S. postal service asther nationally recognized
deliveryservice.
(f) Forthe purpose of determining the health status
of the insured after the life settlement has occurred, only

If the insured dieshe provider or broker licensed in this state peesorit

authorizesmay contact thénsured. Contact with the
insuredshall be limitedto once every 3 months for an
insuredwith a life expectancy of more than one yead

to no more than once per month for an inswit a life
expectancyor one year or less. The provider or broker
shallexplain the procedure for the contacts to the owner
atthe time the life settlement contract is entered into. The
limitationsin this paragraph daot apply to any contacts
with an insured for reasons other than determining the
insureds health status. Providers and brokers diwll
responsibldor theactions of a person they authorize to
makethe contact.

(12) PROHIBITED CONTRACTS; REQUIRED FORM;
ACKNOWLEDGEMENT;FIDUCIARY DUTY. (&) No person may
enterinto a life settlement contract at any time before the
applicationor issuance of a policy that is the subject of a
life settlementontract or within a 5-year period com
mencingwith the date of issuance of the policy unless any
of the following conditions have been met:

1. The owner certifies to the provider that, within the
5-yearperiod, the policy was issued upon the ovimer
exerciseof conversiorrights arising out of a group or
individual policy, provided the total of the time covered
underthe conversion policy plus the time covered under
the prior policy is at least 60 months. The time covered
underthe group policyshall be calculated without regard
to any changén insurance carriers, if the coverage has
beencontinuous and under the same group sponsorship.

2. The owner submits independent evidence to the
providerthat any of the following conditions have been
metwithin the 5—year period:

a. The owner oinsured is terminally or chronically
ill.

b

c

d

. The owne's spouse or child dies.
. The owner divorces his or her spouse.
. The owner retires from full-time employment.
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e. The owner becomes physically or mentally-dis to the providerthe copy conclusively establishes ttest

abledand a physician determines tlttae disability pre life settlement contract satisfies the requirementhisf
vents the owner from maintaining full-time employ  subsectiorand the insurer shall timely respond to the
ment. request.

f. Afinal order judgment, or decree is entered by a (d) No insurer mayas a condition of responding to
courtof competent jurisdiction, on the application of a a requestfor verification of coverage or fefcting the
creditorof the owneradjudicating the owner bankrupt or  transferof a policy pursuant to a life settlement contract,
insolvent,approving a petitioseeking re@anization of  requirethat the ownelinsured, provideror broker sign
the owner or appointing a receivetrustee, or liquidator  anyform, disclosure, consent, or waiver thas not been

to all or a substantial part of the owreassets. expresslyapprovedby the commissioner for use in eon
g. The sole beneficiary of tipolicy is a family mem  nectionwith life settlement contracts in this state.
berof the owner and the beneficiary dies. (e) Upon receipt o properly completed request for
h. The owner iS a Charitabtﬂi'ganization W|th an Changeof Ownership or beneficiary of a poiicﬂ]e
insurableinterest that has received from the federr- insurershall respond in writing within 30 calendiays
nal Revenue Service a determination lett@t is cif  yjth acknowledgement confirming that the change has

rently in effect stating that the charitableganizationis  peenefected or specifying the reasons why the requested
describedn section501 (c) (3) of the Internal Revenue changecannot be processed.

Codeand is exempirom federal income taxation under (f) A broker represents ontpie owner and owes a

section501 (a) of the Internal Revenue Code. fiduciary duty to the owner to act accorditmthe own

I. The owner or insured disposes of ownershipinter o sinstryctions and in the besterest of the ownenot
estsin a closely helq c_orporatlon purs_uant to the t_erms of withstandingthemanner in which the broker is compen
a buyout or other similar agreement ifieet at the time sated

the'po(lgc;%/ was |n|t|allty |ssueq.t that tablished (13) FROHIBITED PRACTICESAND CONFLICTSOFINTER-
J: er circumstances«st that are establiished as o, (a) No person may enter into a life settlencamt

eligible exemptions by the commissioner by rutejud tract if the personknows or reasonably should have

ing substantial deerse fjnancial circumstances or Otherknown that the policy that is the subject of the life settle

factorssubstantially eti’a_ctmg the owner mentcontract was obtained by means of a false, decep
3. The owner certifies to the provider that the owner . : . S .

. L ; tive, or misleading application for the policy

is entering into a life settlement contract more than 2 (b) No person may engage in any transaction prac

yearsafter the date of issuance of a policy anith tice, or course of businesstlie person knows or reason
respecto the policyat all times before the date that is 2 ! : ; . .
P policy ably should know thathe intent is to avoid the notice

earsafter policy issuance all of the following conditions ; . )
y policy 9 requirement®f this section.

aremet: .
(c) No person may engage any fraudulent act or

a. Policy premiums are funded exclusively with ;] . th . lati
unencumberedssets, including an interest in the policy Practicein connection with anyransaction relating to
anylife settlement involving an owner

beingfinanced only to the extent of its net cash surrender : O .
value,provided byor full recourse liability incurretly, (d) Noperson may issue, solicit, market, or otherwise
the owner or a person described in sub. (1) (j) 2. e. promotethe purchase of a policy for the primary purpose

b. There is no agreementanderstanding with any ~ ©f Or with a primary emphasis on settling the policy
otherperson taguarantee any liability or to purchase, or (¢) No person may enter into a premium finance
standreadyto purchase, the policincluding through an ~ @greementith any person or agenay any person F

assumptioror forgiveness of a loan. iatedwith such person or ageng@ursuant to which the
c. Neither thensured nor the policy has been evalu persorwho isproviding premium financing receives any
atedfor settlement. proceedsfees, or other consideratiodirectly or indk
(b) Copies of the independent evidence described inrectly, from the policy or owner of the policy or any other
par.(a) 2. and documents required by suft) (&) shall persorwith respect tdhe premium finance agreement or

be submitted to the insurer when the provider entering anylife settlement contract or other transaction related to
into a life settlement contract with an owner submits a the policy that is in additiorto the amounts required to
requestto the insurer for verification of coverage. The paytheprincipal, interest, and service ches related to
providershall submit, along with the copies, a letter of policy premiums pursuant to the premium finaageee
attestatiorfrom the provider that the copies are true and mentor subsequent sale of the agreement. pay
correctcopies of the documents received byphavider ments,chages, fees, or other amounts in addition to the
(c) If the provider submits to thesurer a copy of the ~ amountsrequiredto pay the principal, interest, and-ser
owner’scertification undepar (a) 1. or 3. or independent  vice chages related tpolicy premiums paid under the
evidenceunder par(a) 2. when the provider submits a premiumfinance agreement shall be remitted to the-origi
requesto the insurer to &fct the transfer of the policy  nal owner of the policy or to the owrierestate if the
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owneris notliving at the time of the determination of the
overpayment.

() With respect taany life settlement contract or
policy, no broker may knowingly solicit anfef from,
effectuatea life settlement with, or make a sale to any
provider,purchaserfinancing entityor related provider
trust that is controlling, controlled bgr under common
control with the broker unless theelationship is dis
closedto the owner

(g) With respect to any life settlement contract or
policy, no providemmay knowingly enter into a life settle
mentcontract withan ownerif, in connection with the
life settlement contract, anything of value will be paid to
a broker that is controlling, controlled byr undercom
mon control with the provider or the purchgderancing
entity, or related provider trust that is involved in the life
settlementontract unless the relationslgpdisclosed to
the owner

(h) No life settlement promotional, advertising, or
marketingmaterials may represent that the insuraace
“free” for any period otime, or include any reference
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agreementproduct, orservice shall be sfigiently com
pleteandclear so as to avoid deception. The advertise
mentmay not have the capacity or tendencynislead

or deceive. The commissionghall determine whether
anadvertisement has the capacity or tendency to mislead
or deceive from the overall impression that the advertise
mentmay be reasonably expected to create upon a person
of average education or intelligence within the segment
of the public to which it is directed.

(f) Disclosures thare required under this subsection
may notbe minimized, rendered obscure, presented in an
ambiguoudashion, or intermingled with the text of the
advertisemenso as to be confusing or misleading.

(g) An advertisement may not do aofythe follow
ing:
1. Omit material information or use words, phrases,
statementgieferences, or illustrations if the omission or
usehas thecapacity tendencyor efect of misleading or
deceiving an ownepurchaseror prospectivegpurchaser
asto the nature or extent of any benefit, covered loss, pre
mium payable, or state or federal tax consequences. A

thatwould cause an owner to reasonably believe that themisleadingstatement is not remediég any of the fol

insurancas free for any period of time.
(i) No producerinsurer broker or provider may

lowing:
a. Making the life settlement contract or purchase

makeany statement or representation to an applicant oragreemenavailablefor inspection prior to consumma

policyholderin connection with the sale or financing of
apolicy to the dect that the insurance is free or without
costto the policyholder for any period of time unless-pro
videdin the policy

(14) ADVERTISEMENTS OF LIFE SETTLEMENT CON-
TRACTSAND PURCHASEAGREEMENTS. (a) This subsection
appliesto any advertising of life settlement contracts,

tion of the sale.

b. Offering to refund payment if the owner is not sat
isfied.

c. Including in the life settlement contract or pur
chaseagreement. “free look” period that satisfies or
exceedgshe requirements of law

2. Use the name or title of a life insurance company

purchaseagreements, or related products or services or a policy unless the advertisement has been approved

intendedfor dissemination in this state, including Inter
netadvertising viewed by persons located in this state.
(b) If disclosure requirements are established by fed

by the insurer
3. Represent that premium payments will et
requiredon the policy that is the subject of a life settle

eralregulation, this subsection shall be interpreted so asmentcontract or purchase agreement in order to maintain

to minimize or eliminate conflict with federal regulation.

(c) The commissioner may require a broker or pro
vider to submit advertising material at any time.

(d) Every licensee shadistablish and maintain a sys
temof control over the content, form, and methodlisf
seminationof all advertisements of its life settlement
contracts,products, and services. All advertisements,
regardlessvho wrote, created, designeul,presented the
advertisementhall be the responsibility of the licensee

the policy unless that is the fact.

4. State or imply that interest chh@don an acceler
ateddeath benefit or loan is unfainequitable, grin any
manneran incorrect or improper practice.

5. Use the words “free,” “no cost,” “without cost,”
“no additional cost,” “at no extra cost,” or similar words
or phrases with respect to any benefit or services, unless
true. An advertisement may specify the amirfor a
benefitor service or may state that a a®is included

andthe person who created or presented the advertisein the payment or use other appropriate language.

ment.The system of control shall include regular routine
notification of the requirements and procedures for

6. Use testimonials, appraisals, analyses, or endorse
mentsin advertisements unless they are genuine; repre

approvalprior to use of any advertisements not furnished sentthe current opinion of the authare applicable to

by the licensee, at least once a y&aproducers, brokers,

thelife settlement contract or purchase agreement; prod

and others authorized by the licensee who disseminateuct, or service advertised; aacereproduced with sfif

advertisements.

(e) Advertisements shdltle truthful and not mislead
ing in fact or by implication. The form and content of an
advertisemenof alife settlement contract or purchase

cientcompleteness to avoid misleading or deceiving pro
spective owners grurchaserss to the nature or scope of
thetestimonial, appraisal, analysis, or endorsement. Any
financialinterestin or benefit received from the licensee
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by the person making a testimonial, appraisal, or analy
sis, directly orindirectly, shall be prominently disclosed
in the advertisement. #n endorsement refers to benefits
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14. Emphasize the speed with which the settlement
will occur except that the advertisement may disclose the
averagetime from the completion of the application to

receivedunder a life settlement contract or purchase thedate of ofer andfrom the acceptance of thfafto

agreementhe licensee shall retain all pertin@mforma

tion forming a basis of the endorsement for a period of 5

yearsfollowing its use.
7. State or implythat a life settlement contract or pur

receiptof the settlement funds by the owner

15. Emphasize the dollar amounts available to an
owner, except that the advertisement may disclivee
averagepurchase pricas a percent of the face value

chaseagreement, benefit, or service has been approvedobtainedby owners contracting with the licensee during

or endorsed by a group, sociepssociation, or other

organizationunless thats the fact and unless any rela
tionshipbetween the ganization and the licensee is-dis
closed. If the entitymaking the endorsement is owned,

the prior 6 months.

(h) The name of the licensee shall be cle@iénti
fied in all advertisements about the licensee olifis
settlementontracts, purchase agreements, products, or

controlled,or managed by the licensee, or receives any services. If any specific life settlement contract or pur

paymentor other consideration from the licensee for
makingan endorsement éestimonial, that fact must be
disclosedn the advertisement.

8. Contain statistical information unless thiorma

chaseagreement of a licensee is advertised, the contract
or agreement shall be identified either by form number or
otherappropriate description. If an application is part of
the advertisementthe name of the provider shall be

tion accurately reflects recent and relevant facts. An shownon the application.

advertisemenshall identify the source of all statistics
usedin the advertisement.

9. Disparage insurers, providers, brokers, producers,

policies,services, or methods of marketing.

10. Omit the name of the actual licensee from any

advertisementNo advertisement may uadrade name,

(15) FRAUD PREVENTIONAND CONTROL; FRAUDULENT
LIFE SETTLEMENT ACTS.

(@) No person may commit a fraudulent life settle
mentact.

(b) No person may knowingly or intentionally inter
ferewith theenforcement of this subsection or sub. (13)

group designation, name of the parent company of a or investigations of suspected or actual violationthisf

licenseenpame of a division of a life settlement licensee,
servicemark, slogan, symbol, or other device or refer
enceif the advertisement would have the capacity or ten
dencyto mislead or deceive asttte true identity of the
licensee or to creatbeimpression that any entity other
thanthe licensee would have angsponsibility for the
financial obligation undem life settlement contract or
purchaseagreement.

11. Use any combination of words, symbots,
physicalmaterials that by the their content, phraseqlogy
shape color, or other characteristics are so similar to a
combinationof words, symbols, or physical materials

subsectioror sub. (13).

(c) No person in the business of life settlements may
knowingly or intentionally permitiny person convicted
of a felony involving dishonesty or breach of trust to par
ticipatein the business of life settlements.

(d) 1. Life settlement contracts, purchasgree
ments,and applications for lifsettlements, regardless of
the form of transmission, shall contain thelowing
statemenbr a substantially similar statemerfiny per
son who knowingly presents false information in an
applicationfor insurance, a life settlement, or a purchase
agreementnay be subject to civil and criminal penal

usedby a government program or agency that they tendties.”

to mislead ordeceive prospective owners or purchasers

into believing the advertisement is in some manner con
nectedwith a government program or agency

12. Exaggerate the fact that a licenseéer this sec
tion is licensed in the statethere the advertisement
appear®r suggest or imply thabmpeting licensees may
notbe so licensedAn advertisement may ask the audi
enceto consult the licenseeWeb site or contact the
office of the commissioner for licensing requirements
andthe status of a license.

13. Create the impression, directly or indirecthat

alicenseejts business practices or methods of operation;

the merits desirability or advisability adny life settle
mentcontract or purchase agreement; or anyitifelr
ancecompany are recommended, approveenutorsed
by any government entity

2. A person may not use the lack of the statement
requiredunder subd. 1. as a defense to any prosecution
for a violation of this subsection or sub. (13).

(e) 1. Any person engaged in the business of life
settlementfiaving knowledger a reasonable belief that
aviolation of this subsection or sub. (13) is being, &)
or hasheen committed shall provide to the commissioner
theinformation required hyand in a manner prescribed
by, the commissioner

2. Any other person having knowledge or a reason
ablebeliefthat a violation of this subsection or sub. (13)
is being, will be, or has been committed may provae
the commissioner the informatiaequired byand in a
manneiprescribed hythe commissioner

(f) 1. Inthe absence of actual malice, no civil liability
shall be imposed on and no causeaction shall arise
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from a persons furnishing information concerning sus
pectedanticipated, or completed violations of this sub
sectionor sub. (13)or suspected, anticipated, or com
pleted fraudulent insurance acts, tiie information is
providedto or received from any of the following:

a. The commissioner ahe commissiones employ
ees,agents, or representatives.

b. Federal, state, or local law enforcement or regula
tory officials or their employees, agents, or representa
tives.

c. A person involved in the prevention and detection

of fraud or that persos’agents, employees, or represen
tatives.

d. The National Association of Insurance Conminis
sionersthe Financial Industry Regulatory Authoritiie
North AmericanSecurities Administrators Association,

or their employees, agents, or representatives or other

regulatorybody overseeing life insurance, life settle
ments,securities, or investment fraud.

e. The lifeinsurer that issued the policy covering the
life of the insured.

2. This paragraph does not abrogate or modify-com
monlaw or statutory privileges or immunities enjoysd
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3. Limit the powers granteelsewhere by the laws of
this state to the commissioner to investigateexainine
possibleviolations of law and to take appropriate action.

(i) 1. Providers and brokers shall have in place anti
fraud initiatives reasonably calculated to detect, prose
cute,and prevent violationsf this subsection and sub.
(13). The commissioner may modify the antifraud initia
tivesfrom time to time asecessary to ensure afeefive
antifraudprogram and to accomplish the purpose of this
paragraph.

2. Antifraud initiatives shalinclude having fraud
investigatorswho may be employees of the provider or
brokeror who may be independent contractors, and an
antifraudplan,which the provider or broker shall submit
to the commissioner and which shall include all of the fol
lowing:

a. A description of the procedures that the provider
or broker will use for detectingnd investigating possible
fraudand violations of thisubsection and sub. (13) and
for resolving material inconsistencies betweeedical
recordsand insurance applications.

b. A description of the procedures that the provider
or broker will use for reporting possible violations of this

aperson who supplies information concerning suspected,subsectiorand sub. (13) to the commissioner

anticipatedpor completedraudulent acts related to life
settlement®r insurance.

(g) Information, documentgnd evidence provided
underpar (e) or obtained by the commissioneran
investigationof suspected or actual violations of thid
sectionor sub. (13khall be privileged and confidential,
shallnot be a public recordnd shall not be subject to-dis
coveryor subpoena in a civil or criminal actiolhe
commissionemay release information, documents, and
evidenceprovided under pae) or obtained in an inves
tigation of suspected or actual violations of this subsec
tion or sub. (13) in administrative or judicialoceedings
to enforce laws administered by the commissipher
federal, state, or local law enforcement or regulatory
agenciesto an oganization established for the purpose
of detecting and preventing fraud related to life settle
ments.to the National Association of Insurar€emmis
sionersgr, at the discretion of the commissigrtera per

c. A description of the plan that the provider or broker
will follow for antifraud education and training of under
writersand other personnel.

d. A description or chardutlining the oganizational
arrangemendf the antifraud personneho are responsi
ble for investigating and reporting possible violatiarfs
this subsection and sub. (13) and investigatimye
solvedmaterial inconsistencidsetween medical records
andinsurance applications.

3. Antifraud plansubmitted to the commissioner are
privilegedand confidential, are not a public record, and
arenot subjecto discovery or subpoena in a civil or crim
inal action.

(16) ConrLicTs oF Law. If there is more than one
owneron a single policy and the owners are residents of
differentstates, a life settlement shall be governed by the
law of the state invhich the owner having the tgst per
centageownershipresides qarif the owners hold equal

sonin the business of life settlements that is aggrieved by ownership the state of residence of one owner agreed

aviolation of this subsection or sub. (13). Releasthby
commissionepf information, documents, amidence

uponin writing by all owners.
(17) FRATERNAL BENEFIT SOCIETIES. Nothing in this

as set forth in this paragraph does not abrogate, modify sectionshall prohibit a fraternal benefit society under ch.

or waive the privilege established in this paragraph.

(h) This section does not do any of the following:

1. Preempt the authority or relieve the duty of law
enforcemenbr regulatory agencies other than toen
missionerto investigate, examine, and prosecute- sus
pectedviolations of law

2. Prevent or prohibit a person from disclosing velun
tarily information concerning life settlement fraud to a
law enforcement oregulatory agency other than the
commissioner.

614 from enforcing the terms of its bylaws or rules
regardingpermitted beneficiaries and owners.

(18) QviL acTion. Any person damaged by a viela
tion of this section may bring civil action against the
personcommittingthe violation in a court of competent
jurisdiction.

(19) RENALTIES. Any person who violates this section
is subject to the penalties provided under s. 60564,
pensionor revocation of a license or certificate of author
ity, and an order under s. 601.41.
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(20) PoweRSOF COMMISSIONER. The commissioner (d) Require a bond or otharechanism for financial
may do any of the following: accountabilityfor providers and brokers.

(a) Adopt rules implementing and administering this (e) Adopt rules governing the relationship and
section. responsibilitief insurers, providers, and brokeking

(b) Establish standards for evaluating the reasonable settlemenbf a policy
nessof payments under life settlement contracts for per SecTioN 17. Initial applicability.
sonswho are terminally or chronicaliil, including reg (1) This act firstapplies to life settlement contracts
ulation of discount rates used to determine the amountand purchase agreements entered into on tfextafe
paidin exchange for assignment, transéatle, devise, or  dateof this subsection.
bequesbf a benefit under a policy insuring the life of a SecTioN 18. Effective date.
persorwho is terminally or chronically ill. (1) This act takes &ct on the first day of the 6th
(c) Establish appropriatecensing requirements and monthbeginning after publication.
standardgor continued licensure for providers and-bro
kers.




