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Life Settlements 

Pardo notes that the purpose of life settlements is to supply people with the cash value of their 

assets. 

 The policyholder can usually obtain more by selling their policy than by letting it lapse. 

 

Current Regulation of Life Settlements 

Pardo notes that the life settlement market is hardly regulated, except by some state insurance 

regulators. 

 Regulations from state to state can be inconsistent. 

 Pardo notes that life settlements are not securities, although the securitization of life 

settlements is possible and in which case they would be subject to securities laws. 

 

Recommendations for Regulation of Life Settlements 

Pardo believes Federal law should set minimum standards for state regulation of life settlements, 

including: 

 Regulating life settlements as a financial asset, not a form of insurance.  

 Requiring brokers and providers to register with a state agency. 

 Having state agencies approve life settlement contract forms to protect consumers and 

ensure full disclosure. 

 Requiring disclosure of the risks and benefits of a settlement and its attributes. 

 Prohibiting unfair discrimination. 

 Ensuring confidentiality and privacy. 

 Using an independent escrow agent to deal with funds under the terms of the settlement. 

 Requiring a yearly filing of an audited financial statement of the provider’s fiscal year. 

 Requiring a rescission period during which the contract can be rescinded. 

 Complying with state laws on life settlements after a person’s registration lapses or is 

revoked. 

 Treating gains from a settlement as capital gains. 

 Ensuring that state law cannot restrict any of the following: 

o National advertising not targeted at particular states; 

o The amount of a life settlement; 

o Choice of law provisions agreed to by participants; 

o Activities allowed under Federal law; 

o Interstate commerce; 

o Activities of someone licensed by a state that meets the Federal standards for 

regulation on the basis that the person does not have a principal place of business 

in that state. 

 Applying current exemptions under Federal law and SEC regulations for some securities 

transactions to sophisticated life settlement transactions. 
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