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How New York’s New Life Settlement
Regulation Affects Financial Advisors
By Steve Shorrock, ChFC, CLTC, FLMI

W

hile most of the
provisions of New
York’s historic life
settlement
law
won’t take effect
until next month, three sections
of the legislation became effective
with the Governor’s signature and
are now in play.
The first is the anti-STOLI
provision (Section 7815), which
outlaws “stranger originated life
insurance” or STOLI. It’s important
that financial advisors understand
this provision and thus are able to
distinguish STOLI from legitimate
life settlement transactions.
The other two sections already in
effect deal with privacy (7810) and
provide for disclosures to policy
owners and/or insureds (7811).
This is of some concern to
financial advisors, for all three of
these sections apply to any life
settlement transaction which is
in progress -- even though the
pertinent rules and regulations
have not been promulgated.
In short, any and all forms or
materials used by life settlement
brokers or providers must now be
submitted to and approved by the
Department of Insurance. This includes
appropriate disclosures and releases
signed by all parties. Unfortunately,
the process and procedures for these
submissions and approvals have not
yet been developed.
During the interim, we have been
working closely with the Department
to develop generic forms which will
satisfy the legal requirements of these
sections. The Department has advised
February.10

us that, for compliance purposes,
the date that closing documents are
executed by the policy owner will
be regarded as the effective date.
If closing documents were signed
prior to November 19, no additional
requirements should apply, even
though the policy owner may receive
the proceeds after that date.
Section
7810
(privacy
provisions) requires that both the
owner and the insured specifically
authorize in writing the release
of confidential information (both
medical and financial) pertinent
to the life settlement transaction.
For New York settlements already
in progress but not yet closed, this
authorization should be obtained
as soon as possible. For any new
prospective settlements, the privacy
notice and release must be obtained
at the first meeting before any
private or confidential information
is collected.
Section
7811
(disclosures)
contains a number of detailed
disclosures
to
insureds
and
policy owners about settlement
transactions in general. There
is also a requirement for the
disclosure of all offers, counteroffers and declinations in addition
to commissions and fees paid in
connection with the transaction.
Many of the “general” disclosures
are generic and will ultimately be
incorporated into the life settlement
questionnaire or application filed
for approval by the life settlement
broker and signed by the owner
and/or insured at the beginning of
the process. Life Settlement Brokers
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who maintain their own forms and
documents will need to incorporate
these generic disclosures into their
materials as soon as possible.
Disclosures related to offers and
commissions must be presented to
and signed by the policy owner at or
prior to when closing documents are
executed. Life Settlement providers
and “wholesale” settlement brokers
who intend to become licensed in
New York are well aware of these
requirements and can help advisors
obtain the proper authorizations
and disclosures.
While the Department of Insurance
has assured interested parties that
they don’t intend to take a “gotcha”
approach in the interim, it will be
watching closely to ensure that the
settlement industry makes a good
faith effort to comply with the spirit of
the new life settlement regulations.
Veris Settlement Partners will
post appropriate forms and releases
on its website once the Insurance
Department has at least informally
reviewed and approved them for
interim use.
These materials can be obtained at
http://www.go2veris.com
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