§ 7802. Definitions. In this article:

(a) "Accredited investors" shall be as defined in regulation D, rule
501 of the Federal Securities Act of 1933, as amended.

(b) "Advertisenent" neans any witten, electronic or printed
comuni cati on or any conmuni cati on by nmeans of recorded tel ephone
nmessages or transnmitted on radio, television, the Internet or simlar
comuni cations nmedia, including filmstrips, notion pictures and vi deos,
publ i shed, dissem nated, circul ated or placed before the public,
directly or indirectly, for the purpose of creating an interest in or
i nducing a person to purchase, sell, assign, devise, bequest or transfer
the death benefit or ownership of, a life insurance policy or an
interest in a life insurance policy pursuant to a life settl enment
contract.

(c)(1) "Business of life settlenents” neans an activity involving, but
not limted to, offering to enter into, soliciting, negotiating,
procuring, effectuating, nmonitoring, or tracking life settlenent
contracts.

(2) For purposes of this article, "business of |ife settlenents" shal
al so incl ude:

(A) such acts or transactions effectuated in this state by mail or
ot herwi se fromoutside this state; and

(B) doing or proposing to do any business in substance equivalent to
the business of life settlenments in a manner designed to evade the
provi sions of this chapter.

(d) "Conpensation"” nmeans anything of value, including noney, credits,
| oans, interest on premium forgiveness of principal or interest,
vacations, prizes, gifts or the paynent of enployee salaries or
expenses, whether paid as conmm ssion or otherw se.

(e) "Financing entity" neans an accredited investor:

(1) whose principal activity in connection with the transaction is
providing funds to effect the life settlement contract or to purchase
one or nore policies; and

(2) who has an agreenent in witing with a life settlenent provider to
finance the acquisition of a life settlenent contract.

(f) "Financing transaction” nmeans a transaction in which a |licensed
life settlenent provider obtains financing froma financing entity,

i ncludi ng any secured or unsecured financing, any securitization



transaction, or any securities offering which is registered or exenpt
fromregistration under federal and state securities |aws.

(g) "Insured" neans a person covered under a policy that is or may be
the subject of a life settlenent contract.

(h) "Insurer” neans a life insurance conpany or a fraternal benefit
soci ety.

(i) "Life expectancy" nmeans the arithnetic nean of the nunber of
nont hs the insured can be expected to |live taking into consideration
medi cal records and appropriate experiential data.

(j) "Life settlenent broker" neans a person who, for conpensation,
solicits, negotiates or offers to negotiate a life settlenent contract;
except that such termshall not include a licensed |ife settlenent
provi der, or representative thereof, licensed attorney at law, certified
public accountant, or financial planner that is accredited by a
nationally recogni zed accreditati on agency acceptable to the
superintendent, who is retained in his or her professional capacity,
does not advertise as being in the business of life settlenments and is
conpensated without regard to whether a life settlenment contract is
ef f ect uat ed.

(k)(1) "Life settlenent contract” neans an agreenent establishing the
ternms under which conpensation is provided to an owner, which
conpensation is | ess than the expected death benefit of the policy, in
return for the assignnment, transfer, sale, release, devise or bequest of
any portion of:

(A) the death benefit;

(B) the ownership of the policy; or

(C any beneficial interest in the policy, or in a trust or any other
entity that owns the policy, where a primary purpose of the transaction
is to acquire the policy.

(2) "Life settlenent contract" shall include an agreenent, entered
into after the effective date of this article, described in paragraph
one of this subsection regardless of the date the conpensation is
provi ded and regardl ess of the date the assignnent, transfer, sale,
devi se or bequest is effectuated.

(3) "Life settlenent contract” shall not include:

(A) an assignnment of a policy as collateral for a |oan by any
depository institution insured by the Federal Deposit |nsurance



Corporation or the National Credit Union Adm nistration;

(B) an assignnment of a policy as collateral for a | oan nade by a
i censed financial institution under which the | ender takes an interest
in alife insurance policy solely to secure repaynent of a loan or, if
there is a default on the loan and the policy is transferred, the
transfer of the policy by the | ender, provided that the default itself
is not pursuant to an agreenent or understanding with any other person
for the purpose of evading regulation under this article;

(C an assignment of a policy as collateral for a | oan nade by a
| ender that does not violate article twelve-B of the banking | aw,

(D) the making of a policy |oan, or the paying of surrender benefits
or other benefits, by the issuer of a policy with respect to that
pol i cy;

(E) an exchange of life insurance policies in a transacti on descri bed
by section 1035 of the Internal Revenue Code of 1986, as anended;

(F) an agreenent made by an individual to take an assignnent,
pur chase, or otherw se receive the death benefit or ownership of any
portion of a policy or policies on the life of a single insured or lives
of joint insureds; provided that, in a cal endar year, the individual
enters into no other agreenent to take an assignnent, purchase, or
ot herwi se receive the death benefit or ownership of any portion of a
policy or policies on the Iife of any other insured or |ives of any
ot her joint insureds;

(G an agreenent to assign, transfer or pledge a settled policy, or
any interest therein, to alicensed |ife settlenent provider, an
accredited investor or qualified institutional buyer, financing entity,
speci al purpose entity, or related provider trust;

(H) an agreenent where all the parties are closely related to the
i nsured by blood or | aw or have a | awful substantial econom c interest
in the continued Iife, health and bodily safety of the person insured,
or are trusts established primarily for the benefit of such parties;

(1) any designation, consent or agreenment by an insured who is an
enpl oyee of an enpl oyer in connection with the purchase by the enpl oyer,
or trust established by the enployer, of life insurance on the |ife of
t he enpl oyee;

(J) a bona fide business succession planning arrangenent between:

(i) one or nore shareholders in a corporation or between a corporation



and one or nore of its shareholders or one or nore trusts established by
its sharehol ders;

(ii) one or nore partners in a partnership or between a partnership
and one or nore of its partners or one or nore trusts established by its
partners; or

(iii) one or nore nenbers inalimted liability conpany or between a
limted liability conpany and one or nore of its nenbers or one or nore
trusts established by its nenbers;

(K) legitimte corporate or pension benefit plans, as determ ned by
t he superintendent; or

(L) any other agreenent that the superintendent deternmines is
substantially simlar to any of the foregoing.

(I') "Life settlenent internmediary"” nmeans a person who maintains an
el ectronic or other facility or system for the disclosure, through a
forum of offers and counteroffers, to sell or purchase a policy pursuant
to alife settlement contract; and delivers to:

(1) alife settlenent provider an offer froma |life settlenent broker
or owner to sell a policy; or

(2) an owner or |life settlenent broker an offer froma life settl enent
provi der to purchase a policy.

(m "Life settlenent provider" neans a person who enters, or offers to
enter, into alife settlenent contract with the owner.

(n) "Omer" neans the owner of a policy who enters or seeks to enter
into alife settlenent contract.

(o) "Person" means any natural person or legal entity, including a
partnership, limted liability conpany, association, trust or
cor poration.

(p) "Policy" means an individual or group life insurance policy or
certificate.

(q) "Premum finance | oan" neans a | oan nade for the purposes of
maki ng prem um paynents on a life insurance policy, which loan is
secured by an interest in such life insurance policy.

(r) "Qualified institutional buyer" shall be as defined in rule 144A
of the Federal Securities Act of 1933, as anended.

(s) "Related provider trust” neans a trust established by a |icensed
life settlenent provider or a financing entity for the sol e purpose of
hol di ng the ownership or beneficial interest in settled policies in



connection with a financing transaction; provided that the trust has a
witten agreenent with the licensed life settlenent provider under
whi ch:

(1) the licensed life settlenent provider is responsible for ensuring
conpliance with all statutory and regul atory requirenents; and

(2) the trust agrees to nmake all records and files relating to life
settlenment transactions available to the superintendent as if those
records and files were maintained directly by the licensed life
settl enent provider.

(t) "Settled policy" neans a policy that at any tinme has been acquired
by a life settlenment provider pursuant to a |life settlenent contract.

(u) "Special purpose entity" neans a corporation, partnership, trust,
limted liability conpany, or other legal entity formed solely to
provide, either directly or indirectly, access to institutional capital
markets for a financing entity or licensed life settlenent provider.



