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Summary of Bill:





Senate Bill 513 – This bill changes the terminology for the sale of a life insurance policy for an amount less than the death benefit but greater than the cash surrender value or accelerated death benefit under the policy to “life settlement.” The bill allows any individual in addition to one with catastrophic or life threatening illnesses or conditions to obtain a life settlement. Under the bill, a policy may be the subject of a life settlement within a five-year period commencing with the date of issuance of the policy only under certain conditions; one of these conditions is the terminal or chronic illness of the insured. The bill modifies the definitions of provider, broker, owner, and other terms related to life settlements. The bill also regulates certain aspects of the purchase of a policy that is the subject of a life settlement from a provider. Finally, the bill makes other various changes related to life settlement laws.  





In layman’s terms, this bill updates Wisconsin’s viatical settlement statutes. Currently, 28 states have enacted life settlement legislation and 10 others have introduced legislation.  The major provisions under this bill will ban Stranger Originated Life Insurance (STOLI) transactions. Additionally, this bill will provide a definition of life settlements, STOLI, and fraudulent acts in the life settlement market.  It will require life settlement providers and brokers to be licensed by the Commissioner and require brokers to meet training requirements that include continuing education.  Under the bill, there will be specific disclosures to policyholders about the life settlement transaction and life settlement contracts and disclosures will need to be filed with and approved by the Commissioner.  Prohibited practices and the regulation of advertising are addressed under this bill. The bill also includes a five year prohibition on life settlement transactions, with financial hardship exceptions.  This legislation does not prohibit legitimate life settlement transactions.





Assembly Amendment 1 (Molepske)- Was not taken up. Redrafted as Assembly Amendment 2.  





Assembly Amendment 2 (Molepske/Committee on Insurance) – Requires the Commissioner, by rule, to develop a notice to  Insurers to disclose detailed information on life insurance, life settlements or transactions to the owners regarding their policy.  


 [AA2 to SB513 failed 5-5 (Reps. Nygren, Roth, Hebl, Parisi, and Berceau against)]








Fiscal Effect:





The Fiscal Estimate from DOA lists the cost as indeterminate.  Senate Bill 513 would revise statutory language regarding the pursuit and receipt of life settlements. Theoretically, the changes in Senate Bill 513 could apply to individuals receiving medical assistance who own a life insurance policy and who wish to sell it. However, it is unlikely that individuals in the medical assistance population have policies of high value, which is generally the type of policy sought after for a life settlement. For this reason, the provisions of the bill are unlikely to affect individuals receiving Medicaid. It is estimated this bill would not have a fiscal impact on the Medicaid program.





The current viatical settlement statute, life settlements are currently not regulated in Wisconsin. As a result, OCI does not have enough information on the volume of transactions and participants in life settlement market to accurately gauge the fiscal impact on OCI's regulatory processes.





The local fiscal effect is indeterminate. Local governments have been participants in the life settlements market, but largely on the investment side, which is beyond OCI's regulatory purview. As a result there is not enough information to accurately gauge the impact that this bill will have local government.
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Supporters Message:





STOLI, allows investors who are unrelated to an individual to purchase life insurance on that person solely to profit from his or her death.  The sooner the person dies, the higher the profit. In effect, STOLI allows investors to speculate on the insured’s life. This practice disregards state insurable interest laws that mandate life insurance not be used for wagering on human life. Specifically, this bill looks to protect seniors.





This legislation is the result of a working group (comprised on life insurers, OCI staff and Life Settlement companies) convened by the Commissioner of Insurance in 2008 to deliberate and prepare recommendations to regulate this industry. This legislation is needed because of the fast-paced growth in this market and the potential impact on life insurance consumers, specifically seniors. The bill will protect and inform consumers and policy holders about life settlement transactions and their implications.





Opponents Arguments:





The opponents argue that the bill, which was introduced in February, is making its way thru the legislature too quickly and that it was not referred to the proper committee in the Senate.  Opponents argue that more should be done to educate the consumer of all options available to them. Finally, those against the legislation would like to see the contestability period changed from 5 years to 2 years, arguing that the 5 year period permits a favorable environment for Insurance Companies.








Key Supporters:





Representative Barca (author); Northwestern Mutual, Wisconsin Council of Life Insurers, AARP, American Family Insurance Group, Coalition of Wisconsin Aging Groups Inc. Sentry Insurance Group, State Bar of Wisconsin, Thrivent Financial for Lutherans, and WEA Insurance Corporation.





Key Opponents:





Coventry





Committee Vote (Senate and Assembly):





On February 17, 2010, the Senate Committee on Jobs, Small Business, Emergency Preparedness, Technical Colleges, and Consumer Protection recommended passage of SB 513 on a vote of 5-0. On February 23, 2010 it passed the Senate on a voice vote.





On April 13, 2010 the Assembly Committee on Insurance recommended passage of SB 513 on a vote of 8-2 (Vos and Ziegelbauer voted against). 





Staff Author of Bill Summary





Matt Banaszynski; Office of Rep. John Nygren (6-2343)
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