PRI OR PRI NTER S NOS. 3017, 4391 PRINTER S NO. 4462

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2178 %"

| NTRODUCED BY CRAHALLA, BELFANTI, FICHTER, ARMSTRONG BEBKO-
JONES, BEYER, CALTAG RONE, COHEN, DeLUCA, FRANKEL, G NGRI CH,
GRUCELA, HARHART, LEDERER, MARKGCSEK, MJSTI O O NEI LL,
PI CKETT, PYLE, REICHLEY, SCHRODER, SHANER, SOLOBAY,
E. Z. TAYLOR TIGUE, WALKO, WATSON, WOINAROSKI, YOUNGBLOCOD
RAPP AND MELI O, NOVEMBER 1, 2005

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
JUNE 30, 2006

AN ACT

Amendi ng the act of May 17, 1921 (P.L.682, No.284), entitled "An
act relating to insurance; anending, revising, and
consolidating the | aw providing for the incorporation of
i nsurance conpani es, and the regul ati on, supervision, and
protection of hone and foreign insurance conpani es, LI oyds
associ ations, reciprocal and inter-insurance exchanges, and
fire insurance rating bureaus, and the regul ati on and
supervi sion of insurance carried by such conpani es,
associ ations, and exchanges, including insurance carried by
the State Workmen' s | nsurance Fund; providing penalties; and

repeal i ng existing |laws," FURTHER PROVI DI NG FOR NOTI CE OF <—

PCLI CI ES AND FOR NOTI CE OF CONTRACTHOLDERS' S RI GHT TO EXAM NE
ANNUI TY OR PURE ENDOWVENT CONTRACTS; PROVI DI NG FOR THE
PROTECTI ON OF | NSURANCE CONSUMERS | N ANNUI TY TRANSACTI ONS;

regul ating the solicitation of insurance te—ecertain—elders; <—

PRESCRI Bl NG PENALTI ES; AND <—

and-prescribing penalties—
PROVI DI NG FOR THE RETROACTI VE DENI AL OF RElI MBURSEMENT OF
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20 The General Assenbly of the Conmonweal th of Pennsyl vani a

21 hereby enacts as follows:
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SECTION 1. SECTI ON 410D AND 410E OF THE ACT OF MAY 17, 1921
(P.L.682, NO 284), KNOMW AS THE | NSURANCE COVPANY LAW OF 1921,
AVENDED DECEMBER 18, 1996 (P.L.1003, NO 154), ARE AMENDED TO
READ:

SECTI ON 410D. NOTI CE OF PCLI CYHOLDER S RI GHT TO EXAM NE LI FE
AND ENDOAWENT | NSURANCE PCLICIES. --(A) (1) EXCEPT AS PROVI DED
I N PARAGRAPHS (2) AND (3), IND VIDUAL FI XED DOLLAR LI FE
I NSURANCE OR ENDOWVENT | NSURANCE PCLI CI ES SHALL NOT BE DELI VERED
IN THE COVONWEALTH OF PENNSYLVANI A UNLESS THEY SHALL HAVE
PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH PCLI CY OR ATTACHED
THERETO A NOTI CE STATI NG | N SUBSTANCE THAT THE POLI CYHOLDER
SHALL BE PERM TTED TO RETURN THE POLI CY W THI N AT LEAST [ TEN
(10)] EORTY-FIVE (45) DAYS OF I TS DELI VERY AND TO HAVE THE

PREM UM PAI D REFUNDED | F AFTER EXAM NATI ON OF THE POLI CY, THE
PCLI CYHOLDER I'S NOT SATI SFIED WTH I T FOR ANY REASON.

(2) I ND VIDUAL FI XED DOLLAR LI FE | NSURANCE OR ENDOAVENT
I NSURANCE POLI CI ES VWHI CH ARE OFFERED AS REPLACEMENTS FOR AN
EXI STI NG LI FE | NSURANCE PCLI CY OR ANNUI TY CONTRACT W TH THE SAME
I NSURER OR | NSURER GROUP SHALL NOT BE DELI VERED I N THE
COMMONVEALTH OF PENNSYLVANI A UNLESS THEY SHALL HAVE PROM NENTLY
PRI NTED ON THE FI RST PAGE OF SUCH POLI CY OR ATTACHED THERETO A
NOTI CE STATI NG I N SUBSTANCE THAT THE POLI CYHOLDER SHALL BE
PERM TTED TO RETURN THE PCLI CY W THI N AT LEAST FORTY-Fl VE (45)
DAYS OF | TS DELI VERY AND TO HAVE THE PREM UM REFUNDED | F AFTER
EXAM NATI ON OF THE POLI CY THE POLI CYHOLDER |'S NOT SATI SFI ED W TH
I T FOR ANY REASON.

(3) I ND VIDUAL FI XED DOLLAR LI FE | NSURANCE OR ENDOAVENT
I NSURANCE POLI CI ES VWHI CH ARE OFFERED AS REPLACEMENTS FOR AN
EXI STI NG LI FE | NSURANCE PCLI CY OR ANNUI TY CONTRACT W TH AN
I NSURER OR | NSURER GROUP OTHER THAN THE ONE WHI CH | SSUED THE
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ORI G NAL POLI CY OR CONTRACT SHALL NOT BE DELI VERED I N THE
COMMONVEALTH OF PENNSYLVANI A UNLESS THEY SHALL HAVE PROM NENTLY
PRI NTED ON THE FI RST PAGE OF SUCH POLI CY OR ATTACHED THERETO A
NOTI CE STATI NG I N SUBSTANCE THAT THE POLI CYHOLDER SHALL BE
PERM TTED TO RETURN THE PCLI CY W THI N AT LEAST [ TVENTY (20)]
FORTY- FI VE (45) DAYS OF | TS DELI VERY AND TO HAVE THE PREM UM

REFUNDED | F AFTER EXAM NATI ON OF THE POLI CY THE POLI CYHOLDER IS
NOT SATI SFIED WTH I T FOR ANY REASON.

(B) (1) EXCEPT AS PROVI DED | N PARAGRAPHS (2) AND (3),
| NDI VI DUAL VARI ABLE LI FE POLI CI ES SHALL NOT BE DELI VERED | N THE
COVWONVEALTH OF PENNSYLVANI A UNLESS THEY SHALL HAVE PROM NENTLY
PRI NTED ON THE FI RST PAGE OF SUCH POLI CY OR ATTACHED THERETO A
NOTI CE STATI NG | N SUBSTANCE THAT THE POLI CYHOLDER SHALL BE

POLI CY THE POLI CYHOLDER |'S NOT SATI SFIED WTH I T FOR ANY REASON,
AND THE NOTI CE SHALL STATE THAT I N SUCH EVENT THE | NSURER SHALL
PAY TO THE POLI CYHOLDER AN AMOUNT EQUAL TO ANY OF THE FOLLOW NG

(1) THE STI PULATED PAYMENT OR PREM UM PAI D;

(I1) THE DI FFERENCE BETVEEN:

(A) THE PREM UVS PAI D, | NCLUDI NG ANY POLI CY FEES OR OTHER
CHARGES AND THE AMOUNTS, |F ANY, ALLOCATED TO ANY SEPARATE
ACCOUNTS UNDER THE POLICY; AND

(B) THE CASH VALUE OF THE POLICY OR, |F THE POLI CY DOES NOT
HAVE A CASH VALUE, THE RESERVE FOR THE POLI CY ON THE DATE OF
SURRENDER ATTRI BUTABLE TO THE AMOUNTS SO ALLOCATED, OR

(111) THE GREATER OF SUBPARAGRAPH (1) OR (I1).

(2) 1 NDI VIDUAL VARI ABLE LI FE | NSURANCE POLI Cl ES WHI CH ARE
OFFERED AS REPLACEMENTS FOR AN EXI STI NG LI FE | NSURANCE POLI CY OR
ANNUI TY CONTRACT W TH THE SAME | NSURER OR | NSURER GROUP SHALL
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NOT BE DELI VERED | N THE COMMONWEALTH OF PENNSYLVANI A UNLESS THEY
SHALL HAVE PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH POLI CY
OR ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT THE

POLI CYHOLDER SHALL BE PERM TTED TO RETURN THE POLICY W THI N AT
LEAST FORTY-FI VE (45) DAYS OF | TS DELI VERY | F AFTER EXAM NATI ON
OF THE POLI CY THE POLI CYHOLDER |'S NOT SATI SFIED WTH I T FOR ANY
REASON, AND THE NOTI CE SHALL STATE THAT I N SUCH EVENT THE

| NSURER SHALL PAY TO THE POLI CYHOLDER AN AMOUNT EQUAL TO ANY OF
THE FOLLOW NG

(1) THE STI PULATED PAYMENT OR PREM UM PAI D;

(I1) THE DI FFERENCE BETVEEN:

(A) THE PREM UVS PAI D, | NCLUDI NG ANY POLI CY FEES OR OTHER
CHARGES AND THE AMOUNTS, |F ANY, ALLOCATED TO ANY SEPARATE
ACCOUNTS UNDER THE POLICY; AND

(B) THE CASH VALUE OF THE POLICY OR, |F THE POLI CY DOES NOT
HAVE A CASH VALUE, THE RESERVE FOR THE POLI CY ON THE DATE OF
SURRENDER ATTRI BUTABLE TO THE AMOUNTS SO ALLOCATED, OR

(111) THE GREATER OF SUBPARAGRAPH (1) OR (I1).

(3) 1 NDIVIDUAL VARI ABLE LI FE | NSURANCE POLI Cl ES WHI CH ARE
OFFERED AS REPLACEMENTS FOR AN EXI STI NG LI FE | NSURANCE POLI CY OR
ANNUI TY CONTRACT W TH AN | NSURER OR | NSURER GROUP OTHER THAN THE
ONE WHI CH | SSUED THE ORI GI NAL POLI CY OR CONTRACT SHALL NOT BE
DELI VERED | N THE COMMONVEALTH OF PENNSYLVANI A UNLESS THEY SHALL
HAVE PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH POLICY OR
ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT THE
POLI CYHOLDER SHALL BE PERM TTED TO RETURN THE POLICY W THI N AT
LEAST [ TVENTY (20)] FORTY-FIVE (45) DAYS OF | TS DELI VERY I|F

AFTER EXAM NATI ON OF THE POLI CY THE POLI CYHOLDER | S NOT
SATISFIED WTH I T FOR ANY REASON, AND THE NOTI CE SHALL STATE
THAT I N SUCH EVENT THE | NSURER SHALL PAY TO THE POLI CYHOLDER AN
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AMOUNT EQUAL TO ANY OF THE FOLLOW NG

(1) THE STI PULATED PAYMENT OR PREM UM PAI D;

(I1) THE DI FFERENCE BETVEEN:

(A) THE PREM UVS PAI D, | NCLUDI NG ANY POLI CY FEES OR OTHER
CHARGES AND THE AMOUNTS, |F ANY, ALLOCATED TO ANY SEPARATE
ACCOUNTS UNDER THE POLICY; AND

(B) THE CASH VALUE OF THE POLICY OR, |F THE POLI CY DOES NOT
HAVE A CASH VALUE, THE RESERVE FOR THE POLI CY ON THE DATE OF
SURRENDER ATTRI BUTABLE TO THE AMOUNTS SO ALLOCATED, OR

(111) THE GREATER OF SUBPARAGRAPH (1) OR (I1).

SECTI ON 410E. NOTI CE OF CONTRACTHOLDER S RI GHT TO EXAM NE
ANNUI TY OR PURE ENDOMVENT CONTRACTS.--(A) (1) EXCEPT AS
PROVI DED | N PARAGRAPHS (2) AND (3), | NDIVIDUAL FI XED DOLLAR
ANNUI TY OR PURE ENDOMVENT CONTRACTS SHALL NOT BE ENTERED I NTO I N
THE COMNONVEALTH OF PENNSYLVANI A UNLESS THEY SHALL HAVE
PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH CONTRACT OR
ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT THE
CONTRACTHOLDER SHALL BE PERM TTED TO RETURN THE CONTRACT W THI N
AT LEAST [TEN (10)] FORTY-FIVE DAYS OF | TS DELI VERY AND TO HAVE
THE STI PULATED PAYMENT OR PREM UM PAI D REFUNDED | F AFTER
EXAM NATI ON OF THE CONTRACT, THE CONTRACTHOLDER |'S NOT SATI SFI ED
WTH I T FOR ANY REASON.

(2) 1 NDIVIDUAL FI XED DOLLAR ANNUI TY CONTRACTS WHI CH ARE
OFFERED AS REPLACEMENTS FOR AN EXI STI NG ANNUI TY CONTRACT OR LI FE
| NSURANCE POLI CY W TH THE SAME | NSURER OR | NSURER GROUP SHALL
NOT BE ENTERED | NTO | N THE COMVONVEALTH OF PENNSYLVANI A UNLESS
THEY SHALL HAVE PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH
CONTRACT OR ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT
THE CONTRACTHOLDER SHALL BE PERM TTED TO RETURN THE CONTRACT
W THI N AT LEAST FORTY-FI VE (45) DAYS OF | TS DELI VERY AND TO HAVE
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THE PREM UM REFUNDED | F AFTER EXAM NATI ON OF THE CONTRACT THE
CONTRACTHOLDER |'S NOT SATI SFIED WTH I T FOR ANY REASON.

(3) I ND VIDUAL FI XED DOLLAR ANNUI TY CONTRACTS WHI CH ARE
OFFERED AS REPLACEMENTS FOR AN EXI STI NG ANNUI TY CONTRACT OR LI FE
I NSURANCE POLI CY W TH AN | NSURER OR | NSURER GROUP OTHER THAN THE
ONE VWHI CH | SSUED THE ORI G NAL CONTRACT OR POLI CY SHALL NOT BE
ENTERED | NTO I N THE COVMONWEALTH OF PENNSYLVANI A UNLESS THEY
SHALL HAVE PROM NENTLY PRI NTED ON THE FI RST PACGE OF SUCH
CONTRACT OR ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT
THE CONTRACTHOLDER SHALL BE PERM TTED TO RETURN THE CONTRACT
W THI N AT LEAST [ TVENTY (20)] EORTY-FIVE (45) DAYS OF ITS

DELI VERY AND TO HAVE THE PREM UM REFUNDED | F AFTER EXAM NATI ON
OF THE CONTRACT THE CONTRACTHOLDER |'S NOT SATISFIED WTH I T FOR
ANY REASON,

(B) (1) EXCEPT AS PROVI DED | N PARAGRAPHS (2) AND (3),
| NDI VI DUAL VARI ABLE ANNUI TY CONTRACTS SHALL NOT BE ENTERED | NTO
IN THE COMWONWEALTH OF PENNSYLVANI A UNLESS THEY SHALL HAVE
PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH CONTRACT OR
ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT THE
CONTRACTHOLDER SHALL BE PERM TTED TO RETURN THE CONTRACT W THI N
AT LEAST [TEN (10)] FORTY-FIVE (45) DAYS OF | TS DELI VERY | F

AFTER EXAM NATI ON OF THE CONTRACT THE CONTRACTHOLDER |'S NOT
SATISFIED WTH I T FOR ANY REASON. THE NOTI CE SHALL STATE THAT IN
SUCH EVENT THE | NSURER SHALL PAY TO THE CONTRACTHOLDER AN AMOUNT
EQUAL TO ANY OF THE FOLLOW NG

(1) THE STI PULATED PAYMENT OR PREM UMS PAI D

(1'l) THE D FFERENCE BETWEEN:

(A) THE PREM UMS PAI D, | NCLUDI NG ANY CONTRACT FEES OR OTHER
CHARCGES AND THE AMOUNTS, | F ANY, ALLOCATED TO ANY SEPARATE
ACCOUNTS UNDER THE CONTRACT; AND

20050H2178B4462 - 6 -
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(B) THE CASH VALUE OF THE CONTRACT OR, |F THE CONTRACT DOES
NOT HAVE A CASH VALUE, THE RESERVE FOR THE CONTRACT ON THE DATE
OF SURRENDER ATTRI BUTABLE TO THE AMOUNTS SO ALLOCATED, OR

(111) THE GREATER OF SUBPARAGRAPHS (1) OR (I1).

(2) 1 NDIVIDUAL VAR ABLE ANNUI TY CONTRACTS WHI CH ARE OFFERED
AS REPLACEMENTS FOR AN EXI STI NG ANNUI TY CONTRACT OR LI FE
| NSURANCE POLI CY W TH THE SAME | NSURER OR | NSURER GROUP SHALL
NOT BE ENTERED | NTO | N THE COMVONVEALTH OF PENNSYLVANI A UNLESS
THEY SHALL HAVE PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH
CONTRACT OR ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT
THE CONTRACTHOLDER SHALL BE PERM TTED TO RETURN THE CONTRACT
W THI N AT LEAST FORTY-FIVE (45) DAYS OF | TS DELI VERY | F AFTER
EXAM NATI ON OF THE CONTRACT THE CONTRACTHOLDER |'S NOT SATI SFI ED
WTH I T FOR ANY REASON, AND | N SUCH EVENT THE NOTI CE SHALL STATE
THAT | N SUCH EVENT THE | NSURER SHALL PAY TO THE CONTRACTHOLDER
AN AMOUNT EQUAL TO ANY OF THE FOLLOW NG

(1) THE STI PULATED PAYMENT OR PREM UM PAI D;

(I1) THE DI FFERENCE BETVEEN:

(A) THE PREM UMS PAI D, | NCLUDI NG ANY CONTRACT FEES OR OTHER
CHARGES AND THE AMOUNTS, |F ANY, ALLOCATED TO ANY SEPARATE
ACCOUNTS UNDER THE CONTRACT; AND

(B) THE CASH VALUE OF THE CONTRACT OR, |F THE CONTRACT DOES
NOT HAVE A CASH VALUE, THE RESERVE FOR THE CONTRACT ON THE DATE
OF SURRENDER ATTRI BUTABLE TO THE AMOUNTS SO ALLOCATED, OR

(111) THE GREATER OF SUBPARAGRAPH (1) OR (I1).

(3) 1 NDIVIDUAL VAR ABLE ANNUI TY CONTRACTS WHI CH ARE OFFERED
AS REPLACEMENTS FOR AN EXI STI NG ANNUI TY CONTRACT OR LI FE
| NSURANCE POLI CY W TH AN | NSURER OR | NSURER GROUP OTHER THAN THE
ONE WHI CH | SSUED THE ORI GI NAL CONTRACT OR POLICY SHALL NOT BE
ENTERED | NTO | N THE COMMONVWEALTH OF PENNSYLVANI A UNLESS THEY

20050H2178B4462 - 7 -
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SHALL HAVE PROM NENTLY PRI NTED ON THE FI RST PAGE OF SUCH
CONTRACT OR ATTACHED THERETO A NOTI CE STATI NG | N SUBSTANCE THAT
THE CONTRACTHOLDER SHALL BE PERM TTED TO RETURN THE CONTRACT

W THI N AT LEAST [ TVENTY (20)] EORTY-FIVE (45) DAYS OF ITS

DELI VERY | F AFTER EXAM NATI ON OF THE CONTRACT THE CONTRACTHOLDER
|'S NOT SATISFIED WTH I T FOR ANY REASON, AND | N SUCH EVENT THE
NOTI CE SHALL STATE THAT I N SUCH EVENT THE | NSURER SHALL PAY TO
THE CONTRACTHOLDER AN AMOUNT EQUAL TO ANY OF THE FOLLOW NG

(1) THE STI PULATED PAYMENT OR PREM UM PAI D;

(I1) THE DI FFERENCE BETVEEN:

(A) THE PREM UMS PAI D, | NCLUDI NG ANY CONTRACT FEES OR OTHER
CHARGES AND THE AMOUNTS, |F ANY, ALLOCATED TO ANY SEPARATE
ACCOUNTS UNDER THE CONTRACT; AND

(B) THE CASH VALUE OF THE CONTRACT OR, |F THE CONTRACT DOES
NOT HAVE A CASH VALUE, THE RESERVE FOR THE CONTRACT ON THE DATE
OF SURRENDER ATTRI BUTABLE TO THE AMOUNTS SO ALLOCATED, OR

(111) THE GREATER OF SUBPARAGRAPH (1) OR (I1).

SECTION 2. THE ACT |'S AVENDED BY ADDI NG ARTI CLES TO READ:

ARTI CLE | V-B

SU TABILITY OF ANNU TY TRANSACTI ONS

SECTI ON 401-B. ~ DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTI CLE

SHALL HAVE THE MEANINGS G VEN TO THEM IN TH' S SECTI ON UNLESS THE

CONTEXT CLEARLY | NDI CATES OTHERW SE:

"ANNULTY. " A FI XED ANNUI TY OR VARIABLE ANNUI TY THAT | S

I NDI VI DUALLY SCOLI A TED, WHETHER THE PRODUCT IS CLASSI FI ED AS AN

I NDI VI DUAL_ OR GROUP_ANNUI TY.

"COWM SSIONER. " THE | NSURANCE COWMM SSI ONER OF THE

COMVONVEAL TH.

"I NSURANCE PRODUCER. " A PERSON WHO SELLS, SOLICI TS OR

20050H2178B4462 - 8 -
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NEGOTI ATES CONTRACTS OF | NSURANCE AS DEFINED I N SECTI ON 601-A OF

THE ACT OF MAY 17, 1921 (P.L.789, NO 285), KNOMW AS THE

| NSURANCE DEPARTMENT ACT _OF 1921.

"INSURER. " A LI FE | NSURANCE COMPANY_ LI CENSED OR REQUI RED TO

BE LI CENSED UNDER SECTI ON 202 OR A FRATERNAL BENEFI T SOCI ETY AS

DEFI NED I N SECTI ON 24083.

"MANAG NG GENERAL AGENT." AS DEFINED I'N SECTION 801 OF THE

ACT OF MAY 17, 1921 (P.L.789, NO 285), KNOM AS THE | NSURANCE

DEPARTMENT ACT OF 1921.

"RECOMVENDATI ON. " ADVI CE _PROVI DED BY AN | NSURANCE PRODUCER,

OR AN | NSURER WHERE NO PRODUCER |'S I NVOLVED, TO AN | NDI VI DUAL

CONSUMER THAT RESULTS IN A PURCHASE OR EXCHANGE OF AN ANNUITY I'N

ACCORDANCE W TH THAT ADVI CE.

SECTI ON 402-B. _ APPLI CABI LI TY AND SCOPE.

(A)  CENERAL RULE.--TH S ARTICLE SHALL APPLY TO ANY

RECOMVENDATI ON TO PURCHASE OR EXCHANGE AN ANNUI TY MADE TO A

CONSUMER BY AN | NSURANCE PRODUCER, OR AN | NSURER WHERE NO

PRODUCER IS | NVOLVED, THAT RESULTS IN THE PURCHASE OR EXCHANGE

RECOMVENDED.

(B) EXCLUSI ONS. - - UNLESS OTHERW SE SPECI FI CALLY | NCLUDED,

TH'S ARTICLE SHALL NOT_APPLY TO RECOMVENDATI ONS | NVOLVI NG THE

(1) DIRECT RESPONSE SOLI Cl TATI ONS WHERE THERE IS NO

RECOMVENDATI ON BASED ON | NFORVATI ON COLLECTED FROM THE

CONSUMER PURSUANT TO THI' S _ARTI CLE.

(2)  ANNUITY CONTRACTS USED TO FUND:

(1) AN EMPLOYEE PENSI ON OR WELFARE BENEFI T PLAN THAT

| S COVERED BY THE EMPLOYEE RETI REMENT | NCOVE SECURI TY ACT

OF_1974 (PUBLIC LAW 93-406, 88 STAT. 829).

(1) A PLAN DESCRI BED BY SECTI ONS 401(A) OR (K),

20050H2178B4462 - 9 -
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403(B), 408(K) OR (P) OF THE | NTERNAL REVENUE CODE OF

1986 (PUBLIC LAW99-514, 26 U.S.C. 88 401(A) OR (K),

403(B), 408(K) OR (P)), WHEN THE PLAN, FOR PURPOSES OF

THE EMPLOYEE RETI REMENT_AND | NCOVE _SECURI TY ACT OF 1974,

| S ESTABLI SHED OR NAI NTAI NED BY AN EMPLOYER.

(111) A GOVERNMENTAL OR CHURCH PLAN DEFINED I N

SECTI ON 414 OF_THE | NTERNAL REVENUE CODE OF 1986 OR A

DEFERRED COVPENSATI ON PLAN OF A STATE OR LOCAL GOVERNVENT

OR TAX EXEMPT_ ORGANI ZATI ON UNDER SECTI ON 457 OF THE

| NTERNAL REVENUE CODE OF 1986.

(1V) A NONQUALI FI ED DEFERRED COVPENSATI ON

ARRANGEMENT ESTABLI SHED OR MAI NTAI NED BY AN EMPLOYER OR

PLAN SPONSOR.

(V) SETTLEMENTS OF OR ASSUMPTIONS OF LIABILITIES

ASSOCI ATED W TH PERSONAL | NJURY LI TI GATI ON OR ANY DI SPUTE

OR CLAI M RESOLUTI ON PROCESS.

(M) FORVAL PREPAI D FUNERAL CONTRACTS.

SECTI ON 403-B. ~ DUTI ES OF | NSURERS AND | NSURANCE PRODUCERS.

(A) CGENERAL DUTIES.--IN MAKING A RECOVMENDATION TO A

CONSUMER FOR THE PURCHASE OF AN ANNUI TY OR THE EXCHANGE OF AN

ANNUI TY THAT RESULTS | N ANOTHER | NSURANCE TRANSACTI ON OR SERI ES

OF I NSURANCE TRANSACTI ONS, THE | NSURANCE PRODUCER, OR THE

I NSURER VWHERE NO | NSURANCE PRODUCER | S I NVOLVED, SHALL HAVE

REASONABLE GROUNDS FOR BELI EVI NG THAT THE RECOMVENDATION |I'S

SU TABLE FOR THE CONSUMER ON THE BASI S OF THE FACTS DI SCLOSED BY

THE CONSUMER AS TO THE CONSUMER S | NVESTMENTS AND OTHER

I NSURANCE PRODUCTS AND AS TO THE CONSUMER' S FI NANCI AL SI TUATI ON

AND NEEDS.

(B) CONSUMER | NFORVATION. - - PRIOR TO THE EXECUTI ON OF A

PURCHASE OR EXCHANGE OF AN ANNUI TY RESULTI NG FROM A

20050H2178B4462 - 10 -
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(1) THE CONSUMER S FI NANCI AL _STATUS.

(2) THE CONSUMER S TAX STATUS.

(3)  THE CONSUMER' S | NVESTMENT OBJECTI VES.

(4) OTHER | NFORVATI ON USED OR CONSI DERED TO BE

REASONABLE BY THE | NSURANCE PRODUCER, OR THE | NSURER WHERE NO

I NSURANCE PRCODUCER 1S I NVOLVED, | N MAKI NG RECOMVENDATI ONS TO

THE CONSUMER.

() OBLIGATION LIMTS. - -

(1) NEITHER AN | NSURANCE PRODUCER NOR AN | NSURER WHERE

NO | NSURANCE PRODUCER |'S I NVOLVED SHALL HAVE ANY OBLI GATI ON

TO A CONSUMER UNDER SUBSECTI ON (A) RELATED TO ANY

RECOMVENDATI ON THAT |S REASONABLE UNDER ALL THE C RCUMSTANCES

ACTUALLY KNOWN TO THE | NSURER OR | NSURANCE PRODUCER AT THE

TIME OF THE RECOMVENDATI ON VWHEN A CONSUMER:

(1) REFUSES TO PROVI DE RELEVANT | NFORVATI ON

REQUESTED BY THE | NSURER OR | NSURANCE PRODUCER.

(1) DECIDES TO ENTER | NTO AN | NSURANCE TRANSACTI ON

THAT 1S NOT_BASED ON A RECOMVENDATI ON OF THE | NSURER OR

I NSURANCE PRCODUCER.

(11'l) FAILS TO PROVI DE COVPLETE OR ACCURATE

| NFORVATI ON.

(D) SUPERVI SI ON OF  RECOMVENDATI ONS. - -

(1) AN INSURER SHALL ASSURE THAT A SYSTEM TO SUPERVI SE

RECOMVENDATI ONS THAT | S REASONABLY DESI GNED TO ACHI EVE

COWPLI ANCE WTH TH S ARTICLE IS ESTABLI SHED AND NAI NTAI NED BY

COVPLYI NG W TH PARAGRAPHS (3) AND (4), OR SHALL ESTABLI SH AND

MAI NTAIN SUCH A SYSTEM THAT | NCLUDES AT LEAST THE FOLLOW NG

20050H2178B4462 - 11 -
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(1) MAINTAIL NI NG WRI TTEN PROCEDURES.

(1) CONDUCTI NG PERI ODI C REVIEWS OF I TS RECORDS THAT

ARE REASONABLY DESI GNED TO ASSI ST | N DETECTI NG AND

PREVENTI NG VIOLATIONS OF THI' S ARTI CLE.

(2) A MANAG NG GENERAL AGENT SHALL ADOPT_ A SYSTEM

ESTABLI SHED BY AN | NSURER TO SUPERVI SE RECOMVENDATI ONS OF | TS

I NSURANCE PRCODUCERS THAT |'S REASONABLY DESI GNED TO ACHI EVE

COWPLI ANCE WTH TH S ARTICLE, OR SHALL ESTABLI SH AND MNAI NTAI N

A SYSTEM THAT |S REASONABLY DESI GNED TO ACHI EVE COVPLI ANCE

WTH THS ARTICLE. THE SYSTEM MJST | NCLUDE AT LEAST THE

(1) MAINTAIL NI NG WRI TTEN PROCEDURES.

(1) CONDUCTI NG PERI CDI C REVI EW5 OF RECORDS THAT ARE

REASONABLY DESI GNED TO ASSI ST | N DETECTI NG AND PREVENTI NG

VIOATIONS OF TH' S ARTI CLE.

(3) AN I NSURER NAY CONTRACT WTH A THI RD PARTY,

I NCLUDI NG A MANAG NG GENERAL AGENT, TO ESTABLI SH AND NAI NTAI N

A SYSTEM OF SUPERVI SI ON AS REQUI RED BY PARAGRAPH (1) WTH

RESPECT TO | NSURANCE PRODUCERS UNDER CONTRACT W TH OR

EMPLOYED BY THE TH RD PARTY.

(4) AN I NSURER SHALL NMAKE REASONABLE | NQUIRY TO ASSURE

THAT THE THI RD PARTY CONTRACTI NG UNDER PARAGRAPH (3) IS

PERFORM NG THE FUNCTI ONS REQUI RED UNDER PARAGRAPH (1) AND

SHALL TAKE SUCH ACTION AS | S REASONABLE UNDER THE

Cl RCUMSTANCES TO ENFORCE THE CONTRACTUAL OBLI GATI ON TO

PERFORM THE FUNCTI ONS. AN | NSURER MAY COVPLY WTH I TS

OBLI GATI ON TO MAKE REASONABLE | NQUI RY BY DA NG BOTH OF THE

(1) THE I NSURER ANNUALLY OBTAI NS A CERTI FI CATI ON

FROM A TH RD PARTY SEN OR MANAGER VWHO HAS RESPONSI BI LI TY

20050H2178B4462 - 12 -



1 FOR THE DELEGATED FUNCTI ONS THAT THE MANAGER HAS A

2 REASONABLE BASI S TO REPRESENT, AND DOES REPRESENT, THAT

3 THE THI RD PARTY IS PERFORM NG THE REQUI RED FUNCTI ONS

4 (1)  THE I NSURER, BASED ON REASONABLE SELECTI ON

5 CRITERIA, PERI ODI CALLY SELECTS THI RD PARTI ES CONTRACTI NG
6 UNDER PARAGRAPH (3) FOR A REVI EW TO DETERM NE WHETHER THE
7 TH RD PARTI ES ARE PERFORM NG THE REQUI RED FUNCTI ONS. THE
8 I NSURER SHALL PERFORM PROCEDURES TO CONDUCT THE REVI EW

9 THAT ARE REASONABLE UNDER THE Cl RCUMSTANCES.

10 (5) VHERE THERE 1S NO PURCHASE OR EXCHANGE OF AN

11 ANNUI TY, AN | NSURER OR MANAG NG GENERAL AGENT IS NOT' REQUI RED
12 TO DO EI THER OF THE FOLLOW NG

13 (1) REVIEWOR PROVI DE FOR REVI EW CF ALL | NSURANCE

14 PRODUCER- SOLI Cl TED TRANSACTI ONS

15 (I'1) INCLUDE IN ITS SYSTEM OF SUPERVI SI ON AN

16 I NSURANCE PRODUCER S RECOMVENDATI ONS TO CONSUMERS OF

17 PRODUCTS OTHER THAN THE ANNUI TI ES OFFERED BY THE | NSURER
18 OR NMANAG NG GENERAL AGENT.

19 (6) A MANAG NG GENERAL AGENT CONTRACTI NG W TH AN | NSURER
20 PURSUANT TO PARAGRAPH (3) SHALL PROVPTLY, WHEN REQUESTED BY
21 THE | NSURER PURSUANT TO PARAGRAPH (4), G VE A CERTI FI CATI ON
22 AS DESCRI BED | N PARAGRAPH (4) OR G VE A CLEAR STATEMENT THAT
23 IT 1S UNABLE TO MEET THE CERTI FI CATI ON CRI TERI A.

24 (7)  NO PERSON MAY PROVI DE A CERTI FI CATI ON UNDER

25 PARAGRAPH (4) (1) UNLESS BOTH THE FOLLOW NG CONDI TI ONS ARE

26 MET.

27 (1) THE PERSON IS A SENI OR MANAGER W TH

28 RESPONSI BI LI TY FOR THE DELEGATED FUNCTI ONS

29 (1) THE PERSON HAS A REASONABLE BASI S FOR MAKI NG
30 THE CERTI FI CATI ON

20050H2178B4462 - 13 -
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4
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8
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(E) COWVPLI ANCE WTH OTHER RULES. - - COVPLI ANCE W TH THE

NATI ONAL ASSOCI ATI ON OF SECURI TI ES DEALERS CONDUCT RULES

PERTAI NI NG TO SU TABI LI'TY SHALL SATI SFY THE REQUI REMENTS UNDER

TH' S SECTI ON FOR THE RECOMVENDATI ON OF VARI ABLE ANNUI TI ES.

NOTHING IN TH' S SUBSECTION SHALL LIMT THE COW SSI ONER' S

ABILITY TO ENFORCE THE PROVI SIONS OF TH S ARTI CLE.

(F) I NTERNAL AUDI T_AND COWVPLI ANCE PROCEDURES. - - NOTHI NG I N

TH S ARTICLE SHALL EXONERATE AN | NSURER FROM THE | NTERNAL AUDI T

AND COVPL| ANCE PROCEDURE REQUI REMENTS UNDER SECTI ON 405- A

SECTI ON 404-B. M TI GATI ON OF RESPONSI BI LI TY.

(A)  CORRECTI VE ACTIONS. - -THE COW SSI ONER MVAY ORDER:

(1) AN I NSURER TO TAKE REASONABLY APPROPRI ATE CORRECTI VE

ACTI ON FOR ANY CONSUMER HARMED BY THE INSURER'S OR BY I TS

| NSURANCE PRODUCER S VI OLATION OF THI' S ARTI CLE.

(2) AN | NSURANCE PRODUCER TO TAKE REASONABLY APPROPRI ATE

CORRECTI VE ACTI ON FOR ANY CONSUMER HARMED BY THE | NSURANCE

PRODUCER' S VIOLATION OF TH S ARTI CLE.

(3) A MANAG NG GENERAL AGENT THAT EMPLOYS OR CONTRACTS

W TH AN | NSURANCE PRODUCER TO SELL OR SOLICI T THE SALE OF

ANNUI TI ES TO CONSUMERS, TO TAKE REASONABLY APPROPRI ATE

CORRECTI VE ACTI ON FOR ANY CONSUMER HARMED BY THE | NSURANCE

PRODUCER' S VIOLATION OF TH S ARTI CLE.

(B) REDUCTI ON OF PENALTY. - - ANY APPL| CABLE PENALTY PERM TTED

UNDER SECTI ON 406-B MAY BE REDUCED OR ELI M NATED | F CORRECTI VE

ACTI ON FOR THE CONSUMVER WAS TAKEN PROVPTLY AFTER A VI OLATI ON WAS

DI SCOVERED.

SECTI ON 405-B. RECORDKEEPI NG

AN | NSURER, MANAG NG GENERAL AGENT AND | NSURANCE PRODUCER

SHALL MAI NTAIN OR BE ABLE TO MAKE AVAI LABLE TO THE COVM SSI ONER

RECORDS OF THE | NFORVATI ON COLLECTED FROM THE CONSUMER AND OTHER

20050H2178B4462 - 14 -
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| NFORVATI ON USED | N MAKI NG THE RECOVMENDATI ONS THAT WERE THE

BASI S FOR | NSURANCE TRANSACTI ONS FOR FI VE YEARS AFTER THE

| NSURANCE TRANSACTION IS COVPLETED BY THE I NSURER. AN I NSURER | S

PERM TTED BUT_SHALL NOT BE REQUI RED TO MAI NTAI N DOCUMENTATI ON ON

BEHALF OF AN | NSURANCE PRCODUCER.

SECTI ON 406-B. = ENFORCENMENT.

(A) PENALTI ES AND REMEDI ES. - - UPON A DETERM NATI ON BY HEARI NG

THAT THI S ARTI CLE HAS BEEN VI OLATED, THE COWM SSI ONER NMAY PURSUE

ONE_OR MORE OF THE FOLLOW NG COURSES COF ACTI ON:

(1) 1SSUE AN ORDER REQUI RING THE PERSON IN VIOLATION TO

CEASE_AND DESI ST _FROM ENGAG NG I N THE VI OLATI ON.

(2) SUSPEND OR REVOKE OR REFUSE TO | SSUE OR RENEW THE

CERTI FI CATE OR LI CENSE OF THE PERSON | N VI OLATI ON.

(3) IMPCSE A CVIL PENALTY OF NOT MORE THAN $5, 000 FOR

EACH VI OLATI ON.

(4) |1 MPCSE ANY OTHER PENALTY OR REMEDY DEEMED

APPROPRI ATE BY THE COVM SSI ONER, | NCLUDI NG RESTI TUTI ON.

(B) OTHER REMEDI ES. - - THE ENFORCEMENT REMEDI ES | MPOSED UNDER

TH'S SECTION ARE N ADDI TION TO ANY OTHER REMEDI ES OR PENALTI ES

THAT MAY BE | MPOSED BY ANY OTHER APPL| CABLE STATUTE, | NCLUDI NG

THE ACT OF JULY 22, 1974 (P.L.589, NO 205), KNOMWN AS THE UNFAIR

| NSURANCE PRACTI CES ACT. VIOLATIONS OF TH S ARTI CLE ARE DEEMED

AND DEFI NED BY THE COVMM SSI ONER TO BE AN UNFAI R METHOD OF

COVPETI T1 ON AND AN UNFAI R OR DECEPTI VE_ACT_OR PRACTI CE PURSUANT

TO THE UNFAI R | NSURANCE PRACTI CES ACT.

SECTI ON 407-B. PRI VATE CAUSE OF ACTI ON.

NOTHING IN TH S ARTICLE SHALL BE CONSTRUED TO PRECLUDE A

PRI VATE CAUSE OF ACTION FOR A VIOATION OF THIS ARTICLE | F THE

COW SSI ONER FAILS TO | NVESTI GATE AND RULE ON A COVPLAI NT

ALLEG NG A VIOLATION OF TH S ARTICLE WTHI N 60_DAYS.

20050H2178B4462 - 15 -
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ARTICLE VI-B

SOLI CI TATI ON CF | NSURANCE FO-ELDERS <—

Secti on 601-B. Scope.

This article relates to the adverti senent, sal e,

solicitation, and negotiation of life, disability and | ong-term

care contracts of insurance er—anhduity—-econtracts—toindividuals <—
65-vyears—of ageor—older.
Section 602-B. Definitions.

The foll owi ng words and phrases when used in this article

shall have the neanings given to themin this section unless the

context clearly indicates ot herw se:

"Commi ssioner." The | nsurance Conmi ssi oner of the

Commpnweal t h.

"Departnent."” The | nsurance Departnent of the Commonweal th.

"Educational or retirenent semnars." A planned event or

anyt hi ng substantially equival ent conducted by an insurer,

i nsurance producer, financial planner or an individual with an

advanced desi gnati on whi ch i nvol ves the public gatheri ng of

elders for the purpose of generating |l eads or to solicit or sel

life i nsurance products, including annuities or the coll ecting

of information fromelders which may lead to a future sal e of

such products.

., L T . . -
"Financi al planner, advisor or consultant.” The term
i ncludes an insurance producer or individual who holds hinself
or _herself out as a financial planner, advisor or uses any
substantially equivalent termor uses an advanced desi gnation or
an_investnent professional designation that is listed with the
Nati onal Association of Securities Dealers.
"Formal prepaid funeral OR CEMETERY contract." A contract, <—

20050H2178B4462 - 16 -
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i ncludi ng an i nsurance policy, certificate, annuity or trust,

used to fund a—prearrangedfuneral— PREARRANGED FUNERAL OR <—
CEMETERY ARRANGENMENTS.

"I nsurance producer.” An individual who sells, solicits or
negoti ates a contract of insurance er—annutty on behal f of an <—
insurer.

"Insurer."” A stock or nutual insurance conpany, associ ation,

exchange or fraternal benefit society |licensed by the | nsurance

Departnment to transact a contract life, disability—long-term <—
care—insuranceor—annuity OR LONG TERM CARE | NSURANCE wit hin <—

this Conmonweal t h.

"Neqgotiate." To confer directly with or to offer advice

directly to a purchaser or prospective purchaser of a particul ar

contract of insurance concerning the substantive benefits, terns

or conditions of the contract, provided that the person engaged

in that act either sells insurance or obtains insurance from

i nsurers for purchasers.

"Sell." To exchange a contract of insurance by any neans for

noney or its equival ent on behalf of an insurer.

"Solicit." To attenpt to sell insurance or ask or urge an

i ndi vidual to apply for a particular kind of insurance froma

particul ar i nsurer.

Secti on 603-B. Adverti senent of insurance.

(a) Direct response advertising.--An adverti senent used by

an insurer or insurance producer or an individual with an

advanced desi gnati on or an i nvestnent professional designation

that is listed with the Nati onal Associ ation of Securities

Deal ers whichisdirectedat—an—elder to produce | eads to sell, <—

solicit or neqgotiate an i nsurance policy er—anannuity based on <—

a response froma potential insured shall prom nently di scl ose
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that an i nsurance producer or other individual nmay contact the

consuner if the contact is to occur. An insurance producer or

ot her individual who contacts an—elder ANY PERSON as a result of

acquiring the elder's PERSON S nanme through an adverti senent or

ot her device shall, during the initial contact with the elder

PERSON, di scl ose the manner in which the individuals PERSON S

name was acquir ed.

(b) Prohibited acts in advertising.--No adverti sement or

ot her device used by an insurer, insurance producer or financial

pl anner whichisdirected atanelder to sell, solicit or

negoti ate an i nsurance policy er—an-annuity shall enpl oy any of

the foll ow ng:

(1) A nane which is deceptive or m sleading with regard

to the status, character or busi ness or professional capacity

of the insurer, insurance producer or financial planner or to

the true purpose of the adverti senent.

(2) A nane of a state or political subdivision in a

policy nane or description.

(3) A nane, service nmark, slogan, synbol or simlar

device that in any manner inplies that the insurer, the

i nsurance er—annuity adverti sed, or an i nsurance producer or

ot her individual who nay contact an—elder A PERSON in

response to the adverti senent, is connected with a

gover nment al _agency.

(4) An inplication that the elder PERSON nay | ose a

right, privilege or a benefit under Federal or State | aw or

| ocal ordinance if the elder PERSON fails to respond to the

adverti senent.

(5) An address which nmay be deceptive or m sl eadi ng as

to the identity, |location or licensing status of the insurer

20050H2178B4462 - 18 -



1 or_insurance producer.

2 (6) A trade nane or other term nology used to describe

3 an_insurance policy er—annuirty that is so sinmlar to the nane
4 of a governnental agency or governnental programas to be

5 deceptive or msleading to the elder PERSON.

6 (7) A word, letter, initial, synbol, professional

7 designation or other sinmlar device which is so simlar to

8 t hose used by a governnental agency, a nonprofit or

9 charitable institution, senior organization or_another

10 insurer that they could be deceptive or m sleading. Exanples
11 of deceptive or nisleading material shall include, but not be
12 l[imted to, those which falsely inply any of the follow ng:
13 (i) The insurance policy er—anndity benefits

14 advertised are provided by or are in any way endorsed by
15 a governnental agency, nonprofit or charitable

16 institution or senior organization.

17 (ii) The insurer is in any way connected with or is
18 endorsed by a governnental agency, nonprofit or

19 charitable institution or senior organi zation.
20 (8) A statenent or inplication that the occupational or
21 ot her personal status of an individual entitles the
22 individual to a reduced rate or premiumon a group or other
23 basis when in fact the insurance policy er—anndity being
24 advertised is sold on an individual basis at reqular rates.
25 (c) Approval.--An advertisenent used by an insurance
26 producer to sell, solicit or negotiate an insurance policy er—an

27 appuyity offered by an insurer nust have witten approval of the

28 insurer before the adverti senent nay be used.

29 (d) Definition.--For the purposes of this section, the term

30 "advertisenment" includes, but is not limted to, an envel ope,
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stationery, business card or other materi al designed to descri be

and pronpte the purchase of an insurance policy or—annuity.

Secti on 604- B. Educati onal or retirenment seninars.

(a) Advertisenent disclosure.--In addition to the

advertising requi renents and restrictions prescribed in section

602-B, no advertisenent for an event shall include the terns

"semnar," "class," "informational neeting" or any substantially

equi valent termto descri be the event unless it al so i ncl udes,

in the sane type size and font, the words "and may | ead to the

sal e of an insurance product” inmmedi ately foll owi ng those terns.

(b) Credentials accepted by departnment.--The conm SSi oner

shall maintain a |list of professional or advanced desi gnati ons

needed and required by individuals directly conducting a

sem nar. The conm ssi oner shall consult with the Nati onal

Associ ati on of Securities Dealers' |ist of professional

desi gnations to assist in this requirenent. If the National

Associ ati on of Securities Deal ers disconti nues for any reason,

the conm ssioner shall determ ne what is necessary to nmintain

the list. The departnent shall pronul gate rul es and reqgul ati ons

to enforce this section

Section 605-B. Sale or solicitation of insurance in elder

(a) Meeting notification.--Except as set forth in subsection

(c), all of the foll owi ng appl y:

(1) An insurance producer who neets with ap—elder A

PERSON in the elders PERSON S hone to sell, solicit or

negoti ate an i nsurance policy er—ah-annuity, or to generate

| eads which may result in additional neetings with the elder

PERSON, shall deliver a notice in witing to the elder PERSON

no | ess than 24 hours prior to an initial neeting in the

20050H2178B4462 - 20 -
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(2) |If ap—elder THE PERSON has an existing relationship <—

wi th anot her i nsurance producer and requests a neeting with

t hat i nsurance producer in the hone that same day, the

witten notice shall be delivered to the elder PERSON pri or <—

to that separate neeting.

(3) The notice shall be in the following form with the

appropriate information inserted, in 14-point type:

During this visit or any future visit, you will be given

a sales presentation on the following (indicate all that

apply):

( ) Life insurance, including annuities.

() Oher insurance products (specify):

(1) You have the right to have ot her persons present at

the neeting, including famly nenbers, financial advisors

or attorneys.

(2) You have the right to end the neeting at any tine.

(3) You have the right to contact the | nsurance

Departnment for information or to file a conplaint. (The

noti ce shall include the consuner assi stance tel ephone

nunbers at the departnent).

(4) The following individuals will be conmng to your

honme: (list all attendees and i nsurance |icense

information, if applicable).

(b)Y Disclosure upon initial contact.--Except as set forth in

subsection (c), upon first contact with an—-elder A PERSON in the <—

elder's PERSON S hone, the insurance producer shall, before <—

maki ng any statenent other than a greeting, state that the

pur pose of the neeting is to di scuss i nsurance or to gather

information fromthe elder PERSON for a future visit if that is <—
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to occur. Except as set forth in subsection (c), the insurance

producer shall also state or provide all of the foll ow ng

i nfornmati on:

(1) The nane and titles of all individuals present at

the elder's PERSON S hone who will participate in the

(2) The nane of the insurer represented by the insurance

(3) A business card or other witten identification of

each individual participating in the neeting whi ch contains

each i ndividual's nane, business address, tel ephone nunber

and i nsurance producer |icense nunber.

(c) Exenption.--Subsections (a) and (b) do not apply to

formal prepaid funeral OR CEMETERY contracts.

(d) Departure from hone.--The i nsurance producer and al

other individuals attending a neeting in the honme of an—elder

THE PERSON shall conclude the neeting and depart the hone

i mmedi ately upon being asked to do so by the elder PERSON.

(e) M srepresentati on prohi bited.--No i nsurance producer or

ot her individual nmay seek any contact with ap—elder A PERSON or

sell, solicit or negotiate an i nsurance policy er—apanppuyity in

the hone of an—elder A PERSON, either in person or by tel ephone,

by usi ng any deceptive neans or in any nmanner which

m srepresents the true purpose of the contact with the elder

Secti on 606- B. Exam nati on peri od.

(a) Return of policy er—annuity. --Every i nsurance policy er

apnuity offered for sale to an—elder A PERSON shall provide an

exam nati on period of 45 days after the delivery and recei pt of

the policy or—annuitybyan-elderduringwhich time the elder BY
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THE PERSON DURI NG WHI CH TI ME THE PERSON may return the policy o

appuyity. The return of a policy er—annuity shall conpletely void

the contract, and the elder PERSON shall be in the sane position

as if no policy er—annuity had been i ssued.

(b)Y Refund of premium--The prem um policy or nenbership

fee or other paynent nmade by an—elder A PERSON shall be fully

refunded by the insurer no |later than 30 days after the insurer

i ssuing the policy er—annuity receivesthe returned policyor

apputy RECEI VES THE RETURNED POLI CY from an—elder THE PERSON.

If the insurer issuing the policy er—annuity fails to fully

refund the premum fee or other paynent nade within this

peri od, the elder PERSON shall receive interest on the refunded

anount of premumat the legal rate of interest plus 2% 5% The

interest shall be paid fromthe date the i nsurer received the

returned policy er—annuity.

(c) Printed notice.--Every insurance policy er—anpuity

i ssued and delivered to ap—elder A PERSON shall have a notice

prom nently printed on the cover page of the policy oer—annuity,

in 14-point bold type, disclosing that the elder PERSON has the

right to return the policy er—annuity within 45 days after its

receipt and is entitled to a full refund of any prem um fee or

ot her paynent nade.

Secti on 607-B. Enf or cenent by depart nent.

(a) Notice.--Upon evidence of a violation of this article,

the department shall notify the person of the all eged viol ati on.

The notice shall specify the nature of the all eged viol ati on and

fix atime and place, at | east ten days thereafter, when a

hearing on the matter shall be hel d.

(b)Y Hearing.--The departnent shall conduct the heari ng on

the violation in accordance with 2 Pa.C.S. Ch. 5 Subch. A
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(relating to practice and procedure of Conmbnweal th agenci es).

(c) Evidence.--No person shall be excused fromtestifying or

from produci ng any books, papers, contracts, agreenents or

docunents at any hearing held by the conm ssioner under this

article on the ground that the testi nbpny or evidence nay tend to

incrimnate that person.

(d) Penalties.--After the hearing or upon failure of the

person to appear a the hearing, if a violation of this article

is found, the comm ssioner may, in addition to any penalty which

may be i nposed by a court, inpose any conbi nati on of the

foll ow ng deened appropri at e:

(1) Denial, suspension, refusal to renew or revocati on

of the license, if any, of the person.

(2) A civil penalty not to exceed $5,000 for each action

in violation of this article.

(3) An order to cease and desi st.

(4) Any other conditions as the conm ssi oner deens

appropri at e.

Section 608-B. Attorney General.

The departnment shall notify the Attorney CGeneral of any

violations of this article.

ARTICLE VI-C

RETROACTI VE DENI AL OF REI MBURSEMENTS

§ 601-C. SCOPE OF ARTICLE

TH'S ARTICLE SHALL NOT APPLY TO REI MBURSEMENTS MADE AS PART

OF AN ANNUAL CONTRACTED RECONCI LI ATI ON OF A RI SK- SHARI NG

ARRANGEMENT UNDER AN ADM NI STRATI VE SERVI CE PROVI DER CONTRACT.

§ 602-C. DEFI NI TI ONS.

THE FOLLOW NG WORDS AND PHRASES WHEN USED IN THI S ARTICLE

SHALL HAVE THE MEANINGS G VEN TO THEM IN THI' S SECTI ON UNLESS THE
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CONTEXT CLEARLY | NDI CATES OTHERW SE:

"CCODE." ANY OF THE FOLLOW NG CODES:

(1) THE APPLI CABLE CURRENT PROCEDURAL TERM NOLOGY ( CPT)

CODE, _AS ADOPTED BY THE AMERI CAN MEDI CAL ASSCCI ATI ON.

(2) IF FOR DENTAL SERVI CE, THE APPL| CABLE CODE ADOPTED

BY THE AMERI CAN DENTAL ASSOCI ATI ON.

(3)  ANOTHER APPL| CABLE CODE UNDER AN APPROPRI ATE UNI FORM

CODI NG SCHEME USED BY AN I NSURER | N ACCORDANCE WTH THI' S

"CODING GUIDELINES. " THOSE STANDARDS OR PROCEDURES USED OR

APPLI ED BY A PAYOR TO DETERM NE THE MOST ACCURATE AND

APPROPRI ATE CODE OR CODES FOR PAYMENT BY THE PAYOR FOR A SERVI CE

OR _SERVI CES.

"FRAUD. " THE | NTENTI ONAL M SREPRESENTATI ON OR CONCEALMENT OF

| NFORVATI ON | N ORDER TO DECEI VE OR M SLEAD.

"HEALTH CARE PROVIDER. " A PERSON, CORPORATION, FACILITY,

I NSTI TUTI ON OR OTHER ENTI TY LI CENSED, CERTI FI ED OR APPROVED BY

THE COVMONWEALTH TO PROVI DE HEALTH CARE OR PROFESSI ONAL MEDI CAL

SERVICES. THE TERM I NCLUDES, BUT IS NOT LIMTED TO A PHYSI Cl AN,

DENTI ST, ORTHODONTI ST, CHI ROPRACTOR, OPTOMETRI ST, PROFESSI ONAL

NURSE, CERTI FI ED NURSE-M DW FE, PODI ATRI ST, HOSPI TAL, NURSI NG

HOVE, AMBULATORY SURG CAL CENTER OR Bl RTH CENTER.

"INSURER. " AN ENTITY SUBJECT TO ANY OF THE FOLLOW NG

(1) 40 PA.C.S. CH 61 (RELATING TO HOSPI TAL PLAN

CORPORATIONS) OR 63 (RELATI NG TO PROFESSI ONAL HEALTH SERVI CES

PLAN CORPCORATI ONS) .

(2) TH' S ACT.

(3) THE ACT OF DECEMBER 29, 1972 (P.L.1701, NO 364),

KNOWN AS THE HEALTH MAI NTENANCE ORGANI ZATI ON ACT.

"MEDI CAL ASSI STANCE PROGRAM "~ THE PROGRAM ESTABLI SHED UNDER
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THE ACT OF JUNE 13, 1967 (P.L.31, NO 21), KNOM AS THE PUBLIC

VELFARE CODE.

"MEDI CARE. " THE FEDERAL PROGRAM ESTABLI SHED UNDER TI TLE

XVIIlI OF THE SOCI AL SECURITY ACT (49 STAT. 620, 42 U.S.C. 8§ 301

ET SEQ OR 1395 ET SEQ).

"REI MBURSEMENT. " PAYMENTS MADE TO A HEALTH CARE PROVI DER BY

AN | NSURER ON EI THER A FEE- FOR- SERVI CE, CAPI TATED OR PREM UM

§ 603-C. RETROACTI VE DENI AL OF REI MBURSEMENT.

(A)  CGENERAL RULE. --1F AN I NSURER RETROACTI VELY DEN ES

REI MBURSEMENT _TO A HEALTH CARE PROVI DER, THE | NSURER VAY ONLY:

(1) RETROACTI VELY DENY REI MBURSEMENT FOR SERVI CES

SUBJECT TO COCRDI NATI ON OF BENEFI TS W TH ANOTHER | NSURER, THE

VEDI CAL ASSI STANCE PROGRAM OR THE MEDI CARE PROGRAM DURI NG THE

12- MONTH PERI GO AFTER THE DATE THAT THE | NSURER PAI D THE

HEALTH CARE PROVI DER; AND

(2) EXCEPT AS PROVIDED I N PARAGRAPH (1), RETROACTIVELY

DENY_ REI MBURSEMENT DURI NG A 12- MONTH PERI GD AFTER THE DATE

THAT THE | NSURER PAID THE HEALTH CARE PROVI DER.

(B) _VWWRITTEN NOTI CE. - - AN | NSURER THAT RETROACTI VELY DEN ES

REI MBURSEMENT TO A HEALTH CARE PROVI DER UNDER SUBSECTI ON (A)

SHALL PROVI DE THE HEALTH CARE PROVI DER WTH A VWRI TTEN STATEMENT

SPECI FYI NG THE BASI S FOR THE RETROACTI VE DENTAL. ITF THE

RETROACTI VE _DENI AL OF REI MBURSEMVENT RESULTS FROM COORDI NATI ON OF

BENEFI TS, THE WRI TTEN STATEMENT SHALL PROVI DE THE NAME AND

ADDRESS OF THE ENTITY ACKNOW EDG NG RESPONSIBI LI TY FOR PAYMENT

O THE DENIED CLAIM

§ 604-C. EFFECT OF NONCOVPLI ANCE.

EXCEPT_AS PROVI DED I N SECTI ON 605-C, AN | NSURER THAT DCES NOT

COWLY W TH THE PROVI SI ONS OF SECTI ON 603-C MAY NOT
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1 RETROACTIVELY DENY REI MBURSEMENT OR ATTEMPT | N ANY MANNER TO

2 RETROACTI VELY COLLECT REI MBURSEMENT ALREADY PAID TO A HEALTH

3 CARE PROVI DER.

4 8§ 605-C. FRAUDULENT OR | MPROPERLY CODED | NFORVATI ON.

5 (A)  REASONS FOR DENIAL. --THE PROVI SI ONS OF SECTI ON 603-C DO
6 NOTI _APPLY |F AN I NSURER RETROACTI VELY DEN ES REI MBURSEMENT TO A
7 HEALTH CARE PROVI DER BECAUSE:

8 (1) THE I NFORVATI ON SUBM TTED TO THE | NSURER WAS

9 FRAUDUL ENT;
10 (2) THE I NFORVATI ON SUBM TTED TO THE | NSURER WAS
11 | MPROPERLY CCODED AND THE | NSURER HAS PROVI DED TO THE HEALTH
12 CARE PROVI DER SUFFI Cl ENT | NFORVATI ON REGARDI NG THE CODI NG
13 GUI DELI NES USED BY THE | NSURER AT LEAST 30 DAYS PRIOR TO THE
14 DATE THE SERVI CES SUBJECT TO THE RETROACTI VE DEN AL VERE
15 RENDERED; OR
16 (3) THE CLAIM SUBM TTED TO THE | NSURER WAS A DUPLI| CATE
17 CGA M
18 (B) 1 MPROPER CODI NG. - - | NFORVATI ON SUBM TTED TO THE | NSURER

19 MAY BE CONSI DERED TO BE | MPROPERLY CODED UNDER SUBSECTI ON (A) (2)

20 | F THE | NFORVATI ON SUBM TTED TO THE | NSURER BY THE HEALTH CARE

21 PROVI DER:

22 (1) USES CODES THAT DO NOT CONFORM W TH THE CODI NG

23 GUI DELI NES USED BY THE CARRI ER APPLI CABLE AS OF THE DATE THE
24 SERVI CE OR SERVI CES WERE RENDERED; OR

25 (2) DOES NOT _OTHERW SE CONFORM W TH THE CONTRACTUAL

26 OBLI GATI ONS OF THE HEALTH CARE PROVI DER TO THE | NSURER

27 APPLI CABLE AS OF THE DATE THE SERVI CE OR SERVI CES WERE

28 RENDERED.

29 8§ 606-C. __ COORDI NATI ON COF BENEFI TS.

30 | F_AN | NSURER RETROACTI VELY DEN ES REI MBURSEMVENT FOR SERVI CES
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AS A RESULT OF COORDI NATI ON OF BENEFI TS UNDER PROVI SI ONS OF

SECTI ON 605-C(A), THE HEALTH CARE PROVI DER SHALL HAVE S| X MONTHS

FROM THE DATE OF THE DENI AL, UNLESS AN | NSURER PERM TS A LONGER

TIME PERICD, TOSUBMT A CGAIMFOR REI MBURSEMENT FOR THE SERVI CE

TO THE | NSURER, THE MEDI CAL ASSI STANCE PROGRAM OR MEDI CARE

PROGRAM RESPONSI BLE FOR PAYMENT.

Section 2 3. This act shall take effect in 60 days.
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