NATIONAL CONFERENCE OF INSURANCE LEGISLATORS

Resolution Opposing the Expansion of State Insurable Interest Laws to Permit Private Investors to Purchase Life Insurance on the Lives of Unrelated Individuals  

Adopted by the NCOIL Life Insurance and Executive Committees on March 4, 2005.

WHEREAS, in 2004 numerous state legislatures considered legislative proposals that would expand the state’s insurable interest law to permit third party entities to purchase life insurance on unrelated individuals with whom the entity does not have a relationship; and

WHEREAS, the proponents of the above-referenced proposals wish to permit investors to use charities to purchase insurance for private investment purposes; and

WHEREAS, although these types of transactions are promoted as a way to provide money to charities, in reality the charity ends up with a small percentage of the life insurance proceeds and the majority of the benefits goes to private investors; and

WHEREAS, life insurance policies should not be turned into commodities to be used as investment vehicles by entities that have no relationship to the insured: and

WHEREAS, insurable interest laws predate the American Revolution and were put in place to prevent people from gambling on the lives of strangers; and

WHEREAS, in order to have an insurable interest in the life of another the policyholder must have an interest in the continued life of the insured; and 

WHEREAS, existing insurable interest laws which limit the purchase of life insurance to those with a relationship to the insured for the benefit of families, businesses and charities constitute sound public policy; and

WHEREAS, it would be unsound public policy to permit unrelated third parties to purchase life insurance on strangers; and

WHEREAS, in the upcoming state legislative sessions state legislatures may be considering legislation to expand state insurable interest laws in the manner described above; and

WHEREAS, the members of these state legislatures may be looking for guidance on this issue; 

NOW, THEREFORE, BE IT HEREBY RESOLVED, that the National Conference of Insurance Legislators (NCOIL) hereby opposes efforts to expand state insurable interest laws to permit third party entities to purchase life insurance on the lives of unrelated individuals; 

NOW, THEREFORE, BE IT FURTHER RESOLVED that NCOIL will transmit copies of this resolution to state legislative leadership and will monitor the issue throughout the coming year.

Drafting Note:  This Resolution is not intended to apply to, impair, or interfere with life settlements or viatical settlements.
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