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AUTHOR'S/'SPONSOR'SSTATEMENT OF INTENT

United States military personnel are being offered high-cost life insurance products by
companies and brokers engaging in abusive and misleading sales practices. Many products
provide low desth benefits for high premiums, and some are front-loaded with high rates in the
first few years, making them inappropriate for most military personnel.

The Texas Department of Insurance (TDI) has begun an investigation of predatory insurance
practices against United States service members in Texas. However, TDI's ability to monitor
and regulate the brokers working on military installations is vague.

As proposed, S.B. 506 prohibits an insurer or an insurer's agent from selling a life insurance
policy to a member of the United States armed forces or amember of the Texas National Guard
without notifying the member of less expensive policies that may be available through the
federal government. It also requires the state commissioner of insurance to adopt new standards
for the marketing of life insurance products to military personnel, and gives the commissioner
power to revoke an insurer's certificate of authority or an agent's license for non-compliance with
those standards.

RULEMAKING AUTHORITY

Rulemaking authority is expressly granted to the commissioner of insurance in SECTION 1
(Section 560.002, Insurance Code) of this bill.

SECTION BY SECTION ANALYSIS

SECTION 1. Amends Subtitle C, Title 5, Insurance Code, as effective April 1, 2005, by adding
Chapter 560, as follows:

CHAPTER 560. SALE OF LIFE INSURANCE TO CERTAIN MILITARY PERSONNEL

Sec. 560.001. REQUIRED DISCLOSURE. Prohibits an insurer or an insurer's agent
from selling a life insurance policy to a member of the United States armed forces or the
Texas National Guard unless the insurer or agent first notifies the member that subsidized
or less expensive life insurance may be available to the member from the state or federal
government.

Sec. 560.002. ADDITIONAL MARKETING STANDARDS. Requires the commissioner
of insurance (commissioner), by rule, to adopt standards for the marketing of life
insurance products to the United States armed forces and the National Guard. Requires
the standards adopted under this section to prohibit dishonest and predatory insurance
sales practices, including the marketing of a life insurance product as an investment
product.

Sec. 560.003. APPLICABILITY TO CONDUCT ON CERTAIN FEDERAL
PROPERTY. Provides that this chapter and rules adopted under this chapter, to the
extent authorized by federal law, apply to conduct on a federal military installation or
other federal land or facility.

Sec. 560.004. ENFORCEMENT. Requires the commissioner, in addition to the
sanctions authorized by Chapter 82 (Sanctions), to revoke the certificate of authority of
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an insurer or the license of an agent if the commissioner finds that the insurer or agent
has violated this chapter.

SECTION 2. Requires the commissioner to adopt rules under Section 560.002, Insurance Code,
as added by this Act, not later than the 60th day after the effective date of this Act.

SECTION 3. Effective date: upon passage or September 1, 2005.
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