Note: Sections to be deleted from the California Code of the Regulations (Title 10,
California Code of Regulations, sections 2548.1 through 2548.8) are indicated in
strikeout; new sections (Title 10, California Code of Regulations sections 2548.1
through 2548.32) are indicated in underlined text. This version of the regulations was
noticed to interested parties on June 11, 2010.

CALIFORNIA CODE OF REGULATIONS TITLE 10, CHAPTER 5
SUBCHAPTER 3:

REPEAL ARTICLE 12.9: Sections 2548.1, 2548.2, 2548.3, 2548.4, 2548.5, 2548.6,
2548.7 and 2548.8.

ADOPT ARTICLE 12.9 TO READ:
LIFE SETTLEMENTS

Repeal: |

Adopt:
Section 2548.1. AUTHORITY AND PURPOSE

These regulations are promulgated pursuant to the authority granted to the

Insurance Commissioner by Insurance Code sections 10113.2(k) and 10113.35(a).

The purpose of these regulations is to implement and clarify Insurance Code
sections 10113.1, 10113.2 and 10113.3,

NOTE: Authority cited: Insurance Code sections 10113.2(k), 10113.35(a), 10113.35(b);

CalFarm Ins. Co. v. Deukmejian, 48 Cal.3d 805 (1989) 20™ Century Ins. Co. v.
Garamendi, 8 Cal.4" 216 (1994).

Repeal:
Seetion 25482 Definiti
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Adopt:
Section_2548.2. DEFINITIONS.

(a) Asused in this article:

(M

)

©)

(4)

©)

Broker. A life settlement broker as defined at Insurance Code
section 10113.1(b).

Insured. The person covered under the policy to be settled as
defined at Insurance Code section 10113.1(h).

Life Insurance Producer. A life insurance producer as defined at
Insurance Code section 10113.1().

Owner. A life insurance owner as defined at Insurance Code
section 10113.1(m)

Provider. A life settlement provider as defined at Insurance Code

section 10113.1(r).

NOTE: Authority cited: Insurance Code sections 10113.2(k), 10113.35(a), 10113.35(b);

CalFarm Ins. Co. v. Deukmejian, 48 Cal.3d 805 (1989); 20" Century Ins. Co. v.

Garamendi, 8 Cal. 4" 216 (1994). Reference: Insurance Code sections: 10113.1(b),

10113.1(h), 10113.1(), 10113.1(m), 10113.1(x).

Repeal:
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Adopt:

Section 2548.3. LICENSING OF PROVIDER.

(2)

(b)

(c)

Any person acting as a provider in California pursuant to Insurance Code
section 10113.2(b)(1) shall submit to the California Insurance '
Commissioner an application for a license on the application form
referenced at Section 2548.17, along with the application fee of $3,180. -
The Commissioner shall have the authority to require Applicant to fully
disclose the identification of all stockholders who hold more than 10
percent of the shares of the company, as well as all partners, directors,
members and key management personnel. The Commissioner may refuse
to issue a license to the entity if the Commissioner believes that any
stockholder, partner, director, member or person in a key management
position fails to meet the standards of Insurance Code sections
10113.2(b)(1) and 10113.2(b)(2). :

The Commissioner’s issuance of a provider’s license to a legal entity
authorizes all officers, partners, and key management personnel act as a

provider.

On each vear following the issuance of the original license, a provider
shall pay the renewal fee of $199 and shall renew its license.

NOTE: Authority cited: Insurance Code sections 10113.2(k), 10113.3(a), 10113.3(b);

CalFarm Ins. Co. v. Deukmejian, 48 Cal.3d 805 (1989); 20" Century Ins. Co. v.

Garamendi, 8 Cal. 4" 216 (1994). Reference: Insurance Code sections: 10113.2(b)(1),

10113.2(b)(2), 10113.2(b)(3), 10113.2(b)(4).
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Adopt:
Section 2548.4. GRANDFATHERING OF VIATICAL SETTLEMENT
PROVIDERS.

Any natural person or business entity licensed to act as a viatical settlement provider as
of December 31, 2009. shall be issued by the‘Commissioner a provider’s license effective
July 1, 2010, and shall thereafter be subject to the renewal requirements for such license
as if the person or entity were originally licensed as a life settiement provider.

NOTE: Authority cited: Insurance Code sections 10113.2(k), 10113.3(a), 10113.3(b);
CalFarm Ins. Co. v. Deukmejian, 48 Cal.3d 805 (1989); 20™ Century Ins. Co. v.
Garamendi, 8 Cal. 4" 216 (1994). Reference: Insurance Code section 10113.2(b)(1)(C).

Repeal:

#581513vl




Adopt: :
Section 2548.5. SALE OF SHARES OR CHANGE IN CONTROL OF PROVIDER.

The provider shall provide to the Commissioner new or revised information
about officers, stockholders who hold more than 10 percent of the shares of the
company, partners, directors, or key management personnel within 30 days of
change. Furthermore, those providers that are either incorporated in California
or otherwise conducting a substantial portion of their life settlement business
within this state shall submit a new life settlement application to the
Commissioner if such provider sells or transfers 10 percent or more of its stock
to another entity that is not, at the time of the transfer, licensed as a California
life settlement provider. The provider cannot transact new business within the
state until the Commissioner approves the new provider application, For
purposes of this section, “substantial portion” is defined as life settlement
business transacted in California constituting more than 50 percent of the
provider’s total business as reported in Section 5.d. of the licensee’s most recent
annual statement,

NOTE: Authority cited: Insurance Code sections 10113.2(k), 101 13.3(a), 10113.3(b);
CalFarm Ins. Co. v. Deukmejian, 48 Cal.3d 805 (1989); 20" Century Ins. Co. v.
Garamendi, 8 Cal. 4" 216 (1994). Reference: Insurance Code sections: 10113.2(b)(1),

10113.2(p).

Repeal:
Section2548.6 Eserow-Account
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Adopt:

Section 2548.6. PROVIDER ESCROW REQUIREMENTS.

(@

(b)

(©

(d)

Within three (3) business days of a provider’s receipt of documents to

effect the transfer of a legal or beneficial interest in the life insurance
policy which is the subject of the life settlement agreement, the provider -

shall deposit the proceeds payable to the owner under the life settlement

into an escrow or trust account in a state or federally chartered financial _
institution whose deposits are insured by the Federal Deposit Insurance
Corporation (FDIC).

The escrow or trust account shall be managed by a trustee or escrow agent
independent of the parties to the life settlement contract and shall be
pursuant to a written agreement signed by the provider and the owner.

An attorney or law firm representing the provider shall not be the escrow
agent for the provider.

All persons receiving any form of compensation under the escrow or trust
agreement must be clearly identified, including the name, business
address, telephone number, tax identification number and compensation
amount. ‘

The trustee or escrow agent shall transfer the proceeds to the owner within
three (3) business days following provider’s receipt of acknowledgement
of the transfer of ownership or beneficial rights to the insurance policy.

NOTE: Authority cited: Insurance Code sections 10113.2(k), 10113.35(a), 10113.35(b);

CalFarm Ins. Co. v. Deukmejian, 48 Cal.3d 805 (1989); 20" Century Ins. Co. v.

Garamendi, 8 Cal. 4™ 216 (1994). Reference; Insurance Code sections: 10113.3(j) and

10113.3(K).

Repeal:

Seetion2548-7-General Rules
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Adopt:
Section 2548.7. LICENSING OF BROKER; LIFE INSURANCE PRODUCER
NOTIFICATION OF BROKERING LIFE SETTLEMENTS.

Any person acting as a broker in California pursuant to Insurance Code sections
10113.2(b)(1) or 10113.2(b}(1)(D)(ii) shall submit to the Commissioner an
application for a one-vyear life settlement broker’s license as referenced at Section

2548.18 or a two-year life settlement broker notification as referenced at Section
2548.20 herein. Persons who have not been licensed as either a resident or non-
resident California life agent for at least one year shall submit the life settlement
broker application referenced at Section 2548.18 herein. Life agents who have been
licensed in California for at least one year may submit the life agent notification
referenced at Section 2848.20 herein,
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