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August 28, 2008

The Honorable Kevin M. McCarty
Commuissioner of Insurance

Office of Insurance Regulation
200 East Gaines Street
Tallahassee, FL.  32399-0305

Dear Commissioner McCarty:

The MassMutual Financial Group is the name for Massachusetts Mutual Life Insurance
Company (MassMutual) and its subsidiaries, which include OppenheimerFunds, Inc. and
Babson Capital Management LL.C. We are a Fortune 100 company with close to $500
billion of assets under management, dnd-one of the nation’s largest and oldest life
insurance companies. For many years, we have done business in Florida, which is one of

our most significant markets. Enclosed is additional information about our presence in
Florida. ' '

I am writing to.ask for your support for efforts to update Florida law to prevent a new,
abusive arrangement called Stranger Originated Life Insurance (“STOLI”) that has
become prevalent in the past few years,

STOLI is a transaction in which unrelated investors (or strangers) without an insurable
interest inifiate the purchase of life insurance on a senior citizen. The life insurance
purchases are typically financed by investors and are always initiated with the
expectation and purpose that the majority of the death benefits provided by the insurance -
policies will ultimately be transferred into a secondary, investor market. In some cases,
the insured senior citizen receives cash, free insurance or other compensation for
agreeing to participate in the STOLI transaction. In essence, STOLI constitutes wagering
on human life.

We strongly oppose the “manufacturing” of policies for the investor market. STOLI
transactions violate the spirit, if not the letter, of time-honored insurable interest laws
mandating that a person purchasing insurance on the life of another have an interest in the
insured’s continuing life. The public policy underlying the insurable interest
requirements is to preclude wagering on human life through life insurance.
Unfortunately, STOLI transactions are cleverly designed to circumvent the insurable
interest requirements by doing indirectly that which cannot be done directly. These
transactions are also specifically designed to avoid detection by life insurers.
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In addition, there are many dangers to senior citizens which are inherent in STOLI
arrangements. First, as noted in a recent Fitch Ratings special report, STOLI transactions
may impact the marketplace by increasing the price of life insurance for senior citizens.
Second, the sale of a life insurance policy is a taxable transaction, a fact which senior
citizens may not be aware or understand. Third, in order to avoid over-insurance
problems, there are limits on the amount of life insurance a person can take out on his or
her life. Seniors may not be aware that by participating in these types of arrangements
they may exhaust their life insurance purchasing capability to the detriment of their
families.

+ It should also be pointed out that there could be negative impact on the federal tax
treatment of life insurance if STOLI transactions are allowed to continuze. Congress
wishes to encourage the public policy of people providing for loved ones upon their
death. As such, life insurance death proceeds are generally not taxable.- The use of life -
insurance as a pure investment vehicle through abusive STOLI transactions could cause a -
change in the current tax treatment to the detriment of all consumers.

I would urge you to take action on this important legislation to pm‘tect the consumers of
Florida and stop the wagering on human life.

Sincerely,

9

Joshua Hazelwood
Vice President

Enclosures
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