§ 7813. Ceneral rules. (a) Alife settlement provider entering into a
life settlement contract shall first obtain a witten consent fromthe
insured to the release of the insured' s nedical records subject to the
limtations contained in section seven thousand ei ght hundred ten of
this article.

(b) The insurer shall respond to a request for verification of
coverage submitted by a life settlenent provider, |life settlenent broker
or life settlenent internmediary within fifteen days after the date the
request is received. The insurer shall conplete and issue the
verification of coverage or indicate the specific reasons why it is
unable to respond. In its response, the insurer shall indicate whether,
based on the nedi cal evidence and docunents provided, the insurer is
pursuing or intends to pursue an investigation regarding the validity of
t he policy.

(c) The life settlenment provider shall give witten notice to the
i nsurer that issued the policy within ten days after the life settl enent
contract is executed by all parties.

(d) Unless the insurer is pursuing or intends to pursue an
i nvestigation, the insurer shall, within fifteen days of receipt of a
request for a change of ownership or assignnment used to effectuate the
transfer or assignment of the owner's rights or benefits under a policy
to alife settlement provider, process the change of ownership or
assignment and notify the life settlenent provider and the owner that
the transfer or assignnment has been effectuated.

(e) If alife settlenent broker perforns any activity required of the
life settlenent provider in this section or provides any disclosures
required by section seven thousand eight hundred el even of this article,
then the life settlenent provider is deenmed to have perfornmed that
activity or provided that disclosure.

(f) Al nedical information solicited or obtained by any |icensee or
any ot her person shall be subject to the provisions applicable to health
care providers under the public health law and all applicable | aws
relating to confidentiality of nedical information, provided that, to
the extent that this chapter provides for greater confidentiality of
nmedi cal information, this chapter shall govern

(g9)(1) Every life settlenment contract shall provide that the owner has
an unconditional right to rescind the |ife settlenent contract fromthe



time of execution of the contract until fifteen days after the receipt
of the life settlenment proceeds by the owner by giving notice of
rescission to the life settlenent provider by mdnight of the fifteenth
day.

(2) Wthin five days after receipt of the notice of rescission, the
life settlenent provider shall provide a witten statenent to the owner
item zing the anount of all life settlenment proceeds and any prem uns,
| oans and | oan interest paid or to be paid as of a date certain as my
be requested by the owner.

(3) Wthin fifteen days after the receipt of the witten, item zed
statenent by the owner, the owner nust repay all such life settlenent
proceeds and any prem uns, |loans and | oan interest paid by the life
settl enent provider.

(4) If the insured dies during the rescission period, the life
settlenent contract shall be deened to have been rescinded, subject to
repaynment of all life settlenment proceeds and any prem uns, |oans and
|l oan interest paid by the Iife settlenent provider.

(5) Wthin five days after receipt of notice of the insured s death
during the rescission period, the |ife settlenent provider shall provide
a witten statenent to the owner or, if the owner is deceased, to the
| egal representative of the owner's estate, item zing the anmount of al
life settlenent proceeds and any prem uns, |oans and | oan interest paid
or to be paid as of a date certain as nay be requested by the owner or
the |l egal representative of the owner's estate. As soon as practicable,
the owner or the owner's estate shall repay all such proceeds and any
prem uns, |loans and |oan interest paid by the Iife settlenent provider.

(h) Wthin three business days after receipt fromthe owner of
docunents to effect the transfer of the policy that is the subject of a
life settlenent contract, the life settlenment provider shall deposit the
proceeds of the life settlenent contract into an escrow or trust account
in a state or federally chartered financial institution. The escrow
agent or trustee shall be required to transfer the proceeds due to the
owner within three busi ness days of acknow edgenent of the transfer from
the insurer.

(i) Failure to tender the life settlenment contract proceeds to the
owner by the date disclosed to the owner shall render the life
settl ement contract voidable by the owner for |ack of consideration



until the tinme the proceeds are tendered to and accepted by the owner. A
failure to give witten notice of the right of rescission hereunder

shall toll the right of rescission until thirty days after the witten
notice of the right of rescission has been given.

(j)(1) No person, at any tine prior to, or at the tinme of, the
application for, or issuance of, a policy, or during the two-year period
comencing with the date of issuance of the policy, shall enter into a
life settlenent contract, regardless of the date the conpensation is to
be provi ded and regardl ess of the date the assignnent, transfer, sale,
devi se or bequest of the policy is to occur. This prohibition shall not
apply if the owner certifies to the life settlenent provider that:

(A) the policy was issued upon the owner's exercise of conversion
rights arising out of a policy, provided the total of the tine covered
under the conversion policy plus the time covered under the prior policy
is at | east twenty-four nonths. The tinme covered under a group policy
shall be cal culated without regard to a change in insurers, provided the
coverage has been conti nuous and under the sane group sponsorship; or

(B) one or nore of the follow ng conditions, for which the owner
submits i ndependent evidence to the |ife settlenent provider, have been
nmet within the two-year period:

(i) the owner or insured is termnally or chronically ill;

(ii) the owner or insured disposes of ownership interests in a closely
hel d corporation, pursuant to the terns of a buyout or other simlar
agreenent in effect at the time the insurance policy was initially
I ssued;

(iii) the owner's spouse dies;

(iv) the owner divorces his or her spouse;

(v) the owner retires fromfull-tinme enploynent or involuntarily
ceases enpl oynent;

(vi) the owner becones physically or nentally disabled and a physician
determ nes that the disability prevents the owner from maintaining
full-tinme enpl oynment;

(vii) a final order, judgnent or decree is entered by a court of
conpetent jurisdiction, on the application of a creditor of the owner,
adj udi cati ng the owner bankrupt or insolvent, or approving a petition
seeki ng reorgani zati on of the owner or appointing a receiver, trustee or
liquidator to all or a substantial part of the owner's assets; or



(viii) any other condition that the superintendent nay detern ne by
regul ation to be an extraordi nary circunstance for the owner or the
i nsur ed.

(2) Copies of the independent evidence required by subparagraph (B) of
par agr aph one of this subsection shall be submitted to the insurer when
the life settlenent provider submts a request to the insurer for
verification of coverage. The copies shall be acconpanied by a |etter of
attestation fromthe life settlenent provider that the copies are true
and correct copies of the docunents received by the life settlenent
provider. Nothing in this section shall prohibit an insurer from
exercising its right to contest the validity of any policy.

(3) For the purposes of this section a person is:

(A) termnally ill if the individual has an ill ness, sickness or
physi cal condition that can reasonably be expected to result in death in
twenty-four nonths or |ess; or

(B) chronically ill if that individual has been certified by a
| i censed health care practitioner as:

(i) being unable to performw thout substantial assistance from
anot her individual at |least two activities of daily living (i.e.,
eating, toileting, transferring, bathing, dressing or continence) for a
period of at |east ninety days, due to a | oss of functional capacity;

(ii) requiring substantial supervision to protect the individual from
threats to health and safety due to severe cognitive inpairnent for a
period of at |east ninety days, due to a | oss of functional capacity; or

(iii) having a level of disability simlar to that described in clause
(i) of this subparagraph, as determ ned by the United States Secretary
of Health and Human Servi ces.

(k) Contacts with the insured for the purpose of determ ning the
health status of the insured by a licensed life settlenment provider
after the life settlenent contract has been executed shall be nmade only
by the licensed life settlenment provider or licensed |ife settlenent
broker, or any authorized representative thereof, and shall be limted
to once every three nonths for an insured with a |life expectancy of nore
than one year, and to no nore than once per nonth for an insured with a
life expectancy of one year or |ess.

(1) The life settlenent broker shall represent only the owner and owes
a fiduciary duty to the owner, including a duty to act according to the



owner's instructions and in the best interest of the owner.

(m Alife settlenent provider, life settlenent broker, or life
settlenment internediary shall be responsible for the actions of its
aut hori zed representative.

(n)(1) Alife settlenent internediary's services shall not be limted
tolife settlement providers or life settlenment brokers that are
affiliates, parents, or subsidiaries of the life settlenment
i nt er medi ary.

(2) Alife settlenent internediary shall establish and nmaintain
systens, practices and procedures to ensure that:

(A) every transaction with an affiliate, parent or subsidiary of the
life settlenent internediary is fair and equitable and conducted on an
arms-| ength basis; and

(B) an affiliate, parent or subsidiary of the life settlenment
intermediary is not granted or provided with preferential treatnment or
access to information or services that are not granted or provided to an
unaffiliated |ife settlenent provider or life settlenment broker that
conducts business with the life settlenent internediary.

(o) Alife settlenent provider nmay sell, assign, pledge or otherw se
transfer the ownership of a settled policy only to a licensed life
settlenment provider, an accredited investor or qualified institutional
buyer, financing entity, special purpose entity, or related provider
trust; provided, however, a |life settlenent provider may sell, assign,
pl edge or otherwi se transfer a beneficial interest in a settled policy
to sonmeone other than a life settlenment provider licensed in this state,
an accredited investor or qualified institutional buyer, financing
entity, special purpose entity, or related provider trust if a |licensed
life settlenent provider continues to adm nister and service the settled
policy and protects the privacy of the insured and owner pursuant to
section seven thousand eight hundred ten of this article.

(p) The failure to follow the provisions of this section shall be a
defined violation under article twenty-four of this chapter.



