PRINTER S NO. 2067

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1614 %5

I NTRODUCED BY NI CKOL, DeLUCA AND M COZZI E, JUNE 25, 2007

REFERRED TO COVM TTEE ON | NSURANCE, JUNE 25, 2007

AN ACT

1 Anending the act of May 17, 1921 (P.L.682, No.284), entitled "An

2 act relating to insurance; anending, revising, and

3 consolidating the | aw providing for the incorporation of

4 i nsurance conpani es, and the regul ati on, supervision, and

5 protection of hone and foreign insurance conpani es, LI oyds

6 associ ations, reciprocal and inter-insurance exchanges, and

7 fire insurance rating bureaus, and the regul ati on and

8 supervi sion of insurance carried by such conpani es,

9 associ ations, and exchanges, including insurance carried by
10 the State Workmen' s | nsurance Fund; providing penalties; and
11 repealing existing laws,"™ further providing for additional
12 i nvestnment authority for subsidiaries.

13 The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a

14 hereby enacts as foll ows:

15 Section 1. Section 405.2(c) of the act of May 17, 1921

16 (P.L.682, No.284), known as The | nsurance Conpany Law of 1921,
17 anmended Decenber 21, 1995 (P.L.714, No.79), is anmended to read:
18 Section 405.2. Additional Investment Authority for

19 Subsidiaries.--* * *

20 (c) (1) At no tine shall a donestic |life insurance conpany
21 rmake an investnent in any subsidiary which will bring the

22 aggregate value of its investnments, as determ ned for annual
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st at ement pur poses but not in excess of cost, in al

subsi diari es under this subsection to an anount in excess of ten
per centum (10% of its total admitted assets as of the

i medi ately preceding thirty-first day of Decenber. In

determ ning the amount of investnents of any donestic life

i nsurance conpany in subsidiaries for purposes of this
subsection, there shall be included investnments made directly by
such i nsurance conpany and, if such investnent is nade by

anot her subsidiary, then to the extent that funds for such

i nvestnments are provided by the insurance conpany for such

purpose. A donestic |ife insurance conpany may increase the

agqgregate value of its investnents, as determ ned for annual

st at enent pur poses but not in excess of cost, in al

subsidiaries in excess of ten per centum (10% but at no tine in

excess of fifteen per centum (15% of its total admtted assets

as of the immedi ately preceding thirty-first day of Decenber if

the i ncrease has been approved in witing by the | nsurance

Departnent prior to making the investnment. |If the | nsurance

Depart nent does not approve or di sapprove the increased

investnent limt within thirty (30) days of receipt of a reqguest

for approval, the increased investnent shall be deened approved.

(2) The limtations set forth in clause (1) of this
subsection shall not apply to investnments in any subsidiary
which is:

(i) An insurance conpany or a health maintenance
organi zation holding a certificate of authority under the act of
Decenber 29, 1972 (P.L.1701, No.364), known as the "Health
Mai nt enance Organi zation Act.”

(i1i) A holding conpany to the extent its business consists

of the holding of the stock of, or otherwise controlling, its

20070H1614B2067 - 2 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

own subsidi ari es.

(tii) A corporation whose business primarily consists of
direct or indirect ownership, operation or managenent of assets
aut hori zed as investnments pursuant to sections 404.1 and 406.

(iv) A conpany engaged in any conbination of the activities
described in subclauses (i), (ii) and (iii) of this clause.

I nvest nents made pursuant to subclause (i) shall not be
restricted in amount provided that after such investnent, as
cal cul ated for NAIC annual statenent purposes, the insurer's
surplus will be reasonable in relation to the insurer's
outstanding liabilities and adequate to its financial needs.

I nvest ments made pursuant to subclause (ii), or to the extent
applicable in this subclause, shall in addition not be subject
to any limtations on the amount of a domestic life insurance
conpany's assets provided for under any other provision of this
act and which m ght otherwi se be applicable: Provided, however,
That such |ife insurance conmpany's investnents, to the extent
that such |ife insurance conpany provided the funds therefor, in
each of the subsidiaries of such hol ding conpany shall be
subject to the limtations, if any, applicable to such
investnment as if the holding conpany's interest in each such
subsidiary were instead owned directly by the life insurance
conpany. Investnents made pursuant to subclause (iii), or, to
the extent applicable, this clause, shall be counted in
determining the limtations contained in applicable subsections
of sections 404.2 and 406: Provided, however, That the val ue as
cal cul ated for annual statenent purposes, but not in excess of
the cost thereof, of such investnent shall include only funds
provi ded by the insurance conpany therefor. Investnments made in

ot her subsidiaries of such |ife insurance conpany by any
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subsi di ary described in subclauses (i), (ii), (iii) and this
subcl ause or by a person whose business prinmarily consists of
direct or indirect ownership, operation or managenent of real
property and interest therein under section 406 shall be deened
i nvestments made by the insurance conpany only to the extent the

funds for such investnent were provided by such insurance

conpany.

* * %
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Section 2. This act shall take effect in 60 days.
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