Dear Senators COOK, Ward-Engelking, Lakey, and
Representatives CLOW, Berch, Crane:

The Legislative Services Office, Research and Legislation, has received the enclosed rules of

the Department of Insurance:

IDAPA 18.03.02 - Life Settlements (ZBR Chapter Rewrite) - Proposed Rule (Docket No.
18-0302-2401).

Pursuant to Section 67-454, Idaho Code, a meeting on the enclosed rules may be called by the
cochairmen or by two (2) or more members of the subcommittee giving oral or written notice to Research
and Legislation no later than fourteen (14) days after receipt of the rules' analysis from Legislative
Services. The final date to call a meeting on the enclosed rules is no later than 12/02/2024. If a meeting is
called, the subcommittee must hold the meeting within forty-two (42) days of receipt of the rules' analysis
from Legislative Services. The final date to hold a meeting on the enclosed rules is 12/30/2024.

The germane joint subcommittee may request a statement of economic impact with respect to a
proposed rule by notifying Research and Legislation. There is no time limit on requesting this statement,
and it may be requested whether or not a meeting on the proposed rule is called or after a meeting has
been held.

To notify Research and Legislation, call 334-4854, or send a written request to the address on the

memorandum attached below.
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Legislative Services Office
Idaho State Legislature

Terri Kondeff Serving Idaho's Citizen Legislature
Director
MEMORANDUM
TO: Rules Review Subcommittee of the Senate Commerce & Human Resources Committee and the

House Business Committee
FROM: Legislative Drafter - Kyle Slominski

DATE: November 13, 2024
SUBJECT: Department of Insurance

IDAPA 18.03.02 - Life Settlements (ZBR Chapter Rewrite) - Proposed Rule (Docket No. 18-0302-2401)

Summary and Stated Reasons for the Rule

The Department of Insurance submits notice of proposed rulemaking at IDAPA 18.03.02. This is a
Zero-Based Regulation chapter rewrite pursuant to Executive Order 2020-01. The Department states that the
proposed rule sets requirements for the sale and settlement of life insurance contracts where the owner is an
Idaho resident. Additionally, the proposed rule adds and removes certain definitions as well as adding refer-
ences to Idaho Code to the existing rule language.

Negotiated Rulemaking / Fiscal Impact

The Department states that negotiated rulemaking was conducted. The Notice of Intent to Promulgate
Rules was published in the July 3, 2024 edition of the Idaho Administrative Bulletin. There is no anticipated
negative fiscal impact to the general fund.

Statutory Authority
This rulemaking appears to be authorized pursuant to Sections 41-211 and 41-1965, Idaho Code.

cc: Department of Insurance
Weston Trexler

**%* PLEASE NOTE ***
Per the Idaho Constitution, all administrative rules may be reviewed by the Legislature during the next legisla-
tive session. The Legislature has 3 options with this rulemaking docket: 1) Approve the docket in its entirety;
2) Reject the docket in its entirety; or 3) Reject the docket in part.

Paul Headlee, Deputy Director Matt Drake, Manager  Keith Bybee, Manager April Renfro, Manager Norma Clark, Manager
Legislative Services Office Research & Legislation Budget & Policy Analysis  Legislative Audits Information Technology

Statehouse, P.O. Box 83720 Tel: 208-334-2475
Boise, Idaho 83720-0054 legislature.idaho.gov




IDAPA 18 — IDAHO DEPARTMENT OF INSURANCE
18.03.02 — LIFE SETTLEMENTS
DOCKET NO. 18-0302-2401 (ZBR CHAPTER REWRITE)
NOTICE OF RULEMAKING — PROPOSED RULE

AUTHORITY: In compliance with Section 67-5221(1), Idaho Code, notice is hereby given that this agency has
initiated proposed rulemaking procedures. The action is authorized pursuant to Sections 41-211 and 41-1965, Idaho
Code.

PUBLIC HEARING SCHEDULE: A Public hearing concerning this rulemaking will be held as follows:

Monday, September 23, 2024
2:00p.m.-3:30 p.m.(MT)

Idaho Department of Insurance
700 W. State St., 3rd Floor
Boise, ID 83702

Web Meeting Link:
Click heretojoin the meeting
Meeting 1D: 259 030 737 919 Passcode: PWSpjG
Download Teams | Join on the web

The hearing site(s) will be accessible to persons with disabilities. Requests for accommodation must be made not
later than five (5) days prior to the hearing, to the agency address below.

DESCRIPTIVE SUMMARY: The following is a nontechnical explanation of the substance and purpose of the
proposed rulemaking:

The purpose of this rule sets requirements for the sale and settlement of life insurance contracts where the owner
is an ldaho resident.

FEE SUMMARY: The following is a specific description of the fee or charge imposed or increased:
No fee or charge imposed or increased.

FISCAL IMPACT: The following is a specific description, if applicable, of any negative fiscal impact on the state
Genera Fund greater than ten thousand dollars ($10,000) during the fiscal year as aresult of this rulemaking: None.

NEGOTIATED RULEMAKING: Pursuant to Section 67-5220(1), ldaho Code, negotiated rulemaking was
conducted. The Notice of Intent to Promulgate Rules - Negotiated Rulemaking was published in the July 3, 2024
Idaho Administrative Bulletin, Volume 24-7, pages 114-115 under docket number 18-ZBRR-2401.

INCORPORATION BY REFERENCE: Pursuant to Section 67-5229(2)(a), Idaho Code, the following is a brief
synopsis of why the materials cited are being incorporated by referenceinto this rule: None.

ASSISTANCE ON TECHNICAL QUESTIONS, SUBMISSION OF WRITTEN COMMENTS: For assistance
on technical questions concerning the proposed rule, contact Weston Trexler, (208) 334-4214,
weston.trexler@doi.idaho.gov.
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IDAHO DEPARTMENT OF INSURANCE Docket No. 18-0302-2401
Life Settlements ZBR Proposed Rule

Anyone may submit written comments regarding this proposed rulemaking. All written comments must be
directed to the undersigned and must be delivered on or before September 25, 2024.

DATED this 2nd day of August, 2024.

Dean L. Cameron, Director
|daho Department of Insurance
700 W. State Street, 3rd Floor
P.O. Box 83720

Boise, 1D 83720-0043

Phone: (208) 334-4250

Fax: (208) 334-4398

THE FOLLOWING ISTHE PROPOSED TEXT OF DOCKET NO. 18-0302-2401
(ZBR Chapter Rewrite)

18.03.02 — LIFE SETTLEMENTS

000. LEGAL AUTHORITY.

Fitte 41-Chapters2-and-19;-Sections 41-211 and 41-1965, Idaho Code. 3-31-22)( )
001. HHEANB-SCOPE.

oz Seepe—This rule sets forth requirements regarding the sale and settlement of life insurance
contracts where the owner of the contract is an Idaho resident, consistent with Sections 41-1950 through 41-1965,

Idaho Code. =2 )
002. -- 009. (RESERVED)

010. DEFINITIONS.
In addition to the definitions found in Section 41-1951, |daho Code, the following apply: ( )

021. Affiliation. Any contractual relationship outside of the proposed life settlement contract, any
ownership interest or relation, any familial relation, an employment relation, any relationship creating financial
dependency, any arrangement that provides one party the ability to control or influence the actions of another party, or
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IDAHO DEPARTMENT OF INSURANCE Docket No. 18-0302-2401

Life Settlements ZBR Proposed Rule
any other arrangement or relationship that might reasonably result in parties treating one another in aless than arm’s
length manner. (3-31-22)
02. Reqistration. The process completed by a broker or provider pursuant to Section 41-1952, Idaho
Code. ( )
03 (3-31-22)
04- 33122

011. RENEWAL OF REGISTRATION TO OPERATE ASLIFE SETTLEMENT PROVIDER OR LIFE
SETTLEMENT BROKER.

oz Renewal-of-Registration-Registration as a broker or provider continues until the next renewal date
of the person’s producer license. If the initial registration takes place within ninety (90) calendar days from the
producer license expiration date, registration will continue until the following producer license renewa date.
Registration may be renewed by payment of the applicable renewal fee as set forth at IDAPA 18.01.02. An insurance
producer who allows their registration as a broker or provider to lapse may, within twelve (12) months from the
renewa due date, reinstate the registration by paying a penalty in the amount of double the unpaid renewal fee. If a
registration is allowed to lapse for more than twelve (12) months without reinstatement, a producer wishing to act a
broker or provider will re-register with the Department and pay the applicable registration fee prior to operating as a
broker or provider. (3-31-22)/ )

012. FILING OFFORMSADVERTISING MATERIALS.

021. Filing of Advertising Materials. No person may use advertisng materials promoting or
advertising the availability of life settlements or life settlement services in Idaho unless the materials are first filed
with the Department. If the advertising is not in written form, awritten script will be filed. All advertising relating to
the business of life settlements will have a unique identifyi ng form number in the lower left-hand corner of the
advertising piece and needs to comply the following standards: (3-31-22)

a. Be truthful and not misleading in fact and implication. All information is set out conspicuoudly and
in close conjunction with the statements and will not be minimized, rendered obscure, ambiguous, or intermingled
with the context of the advertisement so asto be confusing or misleading. (3-31-22)

b. Reference the complete form number of any life settlement contract being advertised and clearly
identify the full and complete name of the provider or broker using the promotional material. Advertising materials
cannot use a trade name, any insurance group designation, name of the parent company of the provider or broker,
name of a particular division of the provider or broker, service mark, slogan, symbol or other device which would
have the capacity and tendency to mislead or deceive as to the true identity of the provider or broker without
disclosing the name of the actual provider or broker using the advertising material. (3-31-22)

C. No advertisement will omit information or use words, phrases, statements, references or
illustrations if the omission of such information or use of such words, phrases, statements, references or illustrations
has the capacity, tendency or effect of misleading or deceiving sellers or prospective sellers as to the nature or extent
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IDAHO DEPARTMENT OF INSURANCE Docket No. 18-0302-2401
Life Settlements ZBR Proposed Rule

of any policy benefit payable. The fact that the contract offered is made available to a prospective seller for inspection
prior to consummation of the sale or an offer is made to rescind the life settlement contract if the seller is not satisfied,
does not remedy misleading statements. (3-31-22)

d. Advertising materials cannot use words or phrases in a manner which exaggerates any benefits
beyond the terms of the life settlement contract and fairly and accurately describe the negative features as well asthe
positive features of the life settlement contract and life settlement program. An advertisement cannot represent or
imply that life settlements by the provider are “liberal” or “generous,” or use words of similar import, or that benefits
of alife settlement are or will be beyond the actual terms of the life settlement contract. (3-31-22)

e Advertising materials cannot be designed to encourage or promote the purchase of life insurance
for the purpose of transferring ownership to third party investorswho lack an insurable interest in the in the life of the
insured. (3-31-22)

f. An advertisement cannot create the impression directly or indirectly that a provider, a broker, its
financial condition or status, a life settlement contract or program, or the payment of life settlement benefits is
approved, endorsed, or accredited by any division or agency of this state or the United States Government. (3-31-22)

g. Testimonials used in advertisements needs to be genuine, represent the current opinion of the
author, be applicable to the life settlement contract advertised and be accurately reproduced. A provider or broker
using a testimonial makes as its own al of the statements contained therein, and the advertisement, including such
statement, is subject to all the provisions of these rules. If the person making a testimonial, an endorsement or an
appraisal has a financial interest in the provider or broker, or a related entity as a stockholder, director, officer,
employee, or otherwise, such fact is disclosed in the advertisement. If a person is compensated for making a
testimonial, endorsement or appraisal, such fact will be disclosed in the advertisement by language substantially as
follows: “Paid Endorsement.” (3-31-22)

h. The source of any statistics used in an advertisement are identified in the advertisement. (3-31-22)

032. Font Size for Printed Materials. Pertinent text of al printed materials needs to be filed with the
director under the Life Settlement Act, including, but not limited to, notices, disclosure forms, contract forms, and
advertising material, is to be formatted using at least a twelve (12) point font. Signature blocks, footnotes or text not
relevant to the understandi ng of the printed material may be printed in asmaller font, but in no case smaller than aten
(20) paint font. (3-31-22)

043. Disapproval of Noncompliant Forms. The Director may disapprove any form needed to be filed
pursuant to this Section if, the form does not comply with any part of Title 41, Idaho Code, or these rules, or the form
is unreasonablein its terms, contrary to the interests of the public, misleading to the public, unfair to the owner, or is
printed or provided in a manner making any part of the form substantially illegible. (3-31-22)

013. (RESERVED)

014. EXAMINATION AND RECORDS.

Brokers and providers are subject to examination by the Director in accordance with Title 41, Chapter 2, Idaho Code,
and pay, at the direction of the Director, the actual travel expenses, reasonable living expense allowance, and
reasonable compensation incurred on account of the examination upon presentation of a detailed account of the
charges and expenses. (3-31-22)

015. AFFILIATION DISCLOSURES TO OWNER.
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Life Settlements ZBR Proposed Rule

04~ AffiHatiensDiselosed—As a part of-the-disclosures-in-this-Seetion_any disclosure pursuant to

Section 41-1956, 41-1957, or 41-1958, ldaho Code, a provider discloses in writing to the owner any affiliation
between the provider and the issuer of the insurance policy to be settled, and a broker discloses in writing any
affiliation or contractual arrangement between the broker and any person making an offer in connection with a

proposed life settlement contract. 3-31-22)( )
016. ADDITIONAL REQUIREMENTS.

01. Owner’s Statement. (3-31-22)

a. Prior to entering into a life settlement contract, the provider obtains from each owner a written
statement in substantially the following form: “I, [owners name], have freely and voluntarily consented to the life
settlement contract that accompanies this statement. | have carefully read my insurance policy that is the subject of
the life settlement contract and | understand the benefits that are available under the policy. | further understand that
by entering into the life settlement contract, the right to benefits under the insurance policy will be sold to another
party and |, my heirs or former beneficiaries will no longer have any right to receive those policy benefits.”

(3-31-22)

b. If the owner has a terminal or chronic illness, the following wording is also to be included in the
owner's statement: “I am currently suffering from aterminal or chronic illness that was not diagnosed until after the
policy that is the subject of the life settlement contract was issued.” (3-31-22)
C. The statement of the owner needs to also be acknowledged by a notary public. (3-31-22)

02. Owner’sRight to Rescind Life Settlement Contract. (3-31-22)

a. The life settlement contract is to conspicuously inform the owner in bold type of at least twelve

(12) point font that the owner has an absolute right to rescind a life settlement contract within twenty (20) calendar
days of the date the contract is executed and sets forth the manner in which notice is given. (3-31-22)
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b. Upon being informed of the owner’s intention or desire to rescind a life settlement contract, the
provider immediately provides the owner with afull accounting of the amount that will be repaid by the owner-ia to
rescind the policy. The amount due includes only amounts actually paid to and received by the owner pursuant to the
terms of the life settlement contract along with any premiums, loans and loan interest paid by or on behalf of the
provider in connection with or as a direct consequence of the life settlement contract. An owner is not obligated to
pay any financial penalties, liquidated damages or other punitive fees or charges in connection with rescission of a

life settlement contract. (3-31-22)( )

C. Until the owner receives from the provider an accounting of the full and correct repayment amount
needed to rescind the life settlement contract, a tender of payment by the owner of amounts actually received and
reasonably believed to be due upon rescission will be deemed in substantia compliance with the requirement of
notice and repayment of proceeds within the twenty (20) day rescission period. (3-31-22)

03. Life Settlements Occurring Within Two Year s of Policy Origination. (3-31-22)

1961 Idaho Code |s present, the prowder obtal ns from the oWner a written statement sworn before a notary publlc

setting forth in detail the circumstances permitting the early settlement of the contract. The sworn statement also
includes the following or substantialy similar wording: “I hereby affirm that there was no plan or arrangement in
place or under discussion, or any promises made, regarding the settlement of this life insurance policy at the time the
policy was purchased.” 3-31-22)( )

b. In addition to the sworn statement, the provider will obtain and retain as a part of its records
independent documentation of the circumstances permitting early settlement of the life insurance policy along with
all documentation relating to any premium financing arrangements made in connection with the policy being settled.

(3-31-22)

C. The sworn statement and copies of all supporting documentation will be provided to the insurer at
the time a request for verification of coverage is submitted to the insurer. A request for verification of coverage
relating to a policy or certificate that has been in effect for two (2) years or less will be considered incompleteif itis
not accompanied by the owner’s sworn statement and supporting documentation. An insurer that determines arequest
for verification of coverage is incomplete will immediately inform the broker or provider in writing that the
verification isincomplete and identify all items needed to complete the request. (3-31-22)

017. -- 999. (RESERVED)
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