PRINTER S No. 3302

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2432 >3

| NTRODUCED BY STAHL, COHEN, ZEARFGSS, SCHM TT, TAYLOR AND
A. K. HUTCH NSON, MAY 26, 1976
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AN ACT
Rel ating to group annuity contracts, describing types permtted,
prescribing standard contract provisions; providing for

exi sting policies and providing for rules and regul ati ons.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Short Title.--This act shall be known, and may be
cited as the "Pennsylvania Goup Annuity Act."

Section 2. Definitions.--As used in this act:

"Annui tant” nmeans any person upon whose continued life the
group annuity contract is dependent.

"Group annuity contract” shall mean any policy or contract
wher eby annuities are payabl e dependent upon the continuance of
the lives of nore than one person.

"Hol der of group annuity contract” shall nean the party or
parties to whomor to which a group annuity contract is issued.

Section 3. Types Permtted.--A group contract may be

delivered or issued for delivery in the Cormonweal th provided it

conforms to one of the follow ng descriptions of group
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annui t ant s:

(a) Under a contract issued to an enployer, the stipul ated
paynents on which, to be remtted by the enployer, are to be
paid either wholly by the enployer or jointly by the enployer
and his or its enployees, providing a plan of retirenent
annuities which permts all of the enployees of such enpl oyer or
of any specified class or classes thereof to becone annuitants.
Any such group of enpl oyees may include retired enpl oyees, and
may i nclude officers and managers as enpl oyees, and may incl ude
t he enpl oyees of subsidiary or affiliated corporations of a
corporation enployer, and may include the individual
proprietors, partners and enpl oyees of affiliated individuals
and firnms controlled by the holder through stock ownership,
contract or otherw se.

(b) Under a contract issued to an enployers' association
providing a plan of retirenment annuities which permts all of
t he enpl oyees of such enpl oyers or of any specified class or
cl asses thereof to becone annuitants, and which requires that
t he stipul ated paynments under such contract, to be remtted by
such enpl oyers' association, shall be paid either wholly by each
enpl oyer with respect to his or its enployees, or jointly by the
enpl oyer and his or its enployees, or fromgifts or other
vol untary contri butions received by such enpl oyers' association.
Such enpl oyers' association may provide for the representation
of annuitants on its board of directors.

(c) Under a contract issued to a |abor union providing a
plan of retirenent annuities which permits all of the nenbers of
such union or of any specified class or classes thereof to
beconme annuitants, and which requires that the stipul ated

paynents under such contract, to be remtted by such union,
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shall be paid wholly fromfunds, contributed by such union, the
enpl oyer or enployers of the persons covered under the contract,
or both, or partly fromsuch funds and partly from funds
contributed by the persons covered under the contract.

(d) Under a contract issued to the trustees of a fund
establ i shed by an enpl oyer, or by an enployers' association, or
by one or nore | abor unions, or by one or nore enployers and one
or nore | abor unions, which trustees shall be deened the
contract holder, providing a plan of retirenent annuities which
permts all of the enployees of the enployers or all of the
menbers of the unions, or all of any class or classes thereof,
to beconme annuitants. The stipul ated paynments under such
contract, to be remtted by the trustees, shall not be derived
whol |y from funds contributed by the persons covered thereunder.
The contract may provide that the term "enpl oyees” shall include
retired enpl oyees, officers and managers of an enpl oyer.

(e) Under a contract issued to an association of persons
having a common interest, calling or profession who constitute a
honogeneous group, which association has a constitution and
byl aws and is organi zed and mai ntained in good faith for
pur poses other than obtaining annuities or to trustees of a fund
establ i shed by such an association providing a plan of
retirement annuities which permts all nmenbers of the
association and their enployees or of any specified class or
cl asses thereof to becone annuitants. The stipul ated paynents
under such contract, to be remtted by the association or
trustees, nay be derived in whole or in part fromfunds
contributed by the individuals covered thereunder.

(f) Anything in this act to the contrary notw thstandi ng,

any group annuity contract nay provide for readjustnent of the
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rate of prem um consideration or deposit based on the experience
t hereunder at the end of the first contract year or of any
subsequent year, and such readjustnent nmay be made retroactive
only for such contract year. Any such rate readjustnent shall be
conputed on a basis which is equitable to all group annuity
contracts.

Section 4. Standard Contract Provisions.--No group annuity
contract shall be delivered or issued for delivery in this
Conmmonweal th and no certificate shall be used in connection
therewith unless it contains in substance the foll ow ng
provisions to the extent that such provisions are applicable to
such contract or to such certificate, as the case nmay be, or
provi sions which in the opinion of the Insurance Conm ssioner
are nore favorable to annuitants, or not |ess favorable to
annuitants and nore favorable to the hol ders:

(a) A provision in such contract that there shall be a
period of grace, either of 30 days or of one nonth, w thin which
any stipulated paynment to be remtted by the holder to the
insurer, falling due after one year fromthe date of issue, may
be made, subject, at the option of the insurer, to an interest
charge thereon at a rate, to be specified in the contract, which
shall not exceed 6% per annum for the nunber of days of grace
el apsi ng before such paynent.

(b) A provision in such contract specifying the docunent or
docunents which shall constitute the entire contract between the
parties; the docunment or docunents so specified shall be only
(i) the contract and anmendnents thereto and riders and
endorsenent, (ii) the contract and anendnents thereto and riders
and endorsenents together with the application of the hol der of

which a copy is attached thereto, or (iii) the contract and
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anmendnents thereto and riders and endorsenents together with the
application of the holder of which a copy is attached thereto
and the individual applications of annuitants on file with the
insurer and referred to therein.

(c) A provision in such contract, with an appropriate
reference thereto in the certificate, for the equitable
adj ustment of the benefits payabl e under the contract or of the
stipul ated paynents thereunder, if it be found that the sex,
age, service, salary or any other fact determ ning the anount of
any stipul ated paynment or the amobunt or date or dates of paynent
of any benefit with respect to any annuitant covered thereby,
has been m sst at ed.

(d) A provision or provisions in such contract, with an
appropriate reference thereto in the certificate, specifying the
nature and basis of ascertainnment of the benefits which will be
avai |l abl e to an annuitant who contributes to the cost of the
annuity and the conditions of payment thereof in the event of
either the termi nation of enploynent of the annuitant, except by
deat h, or the discontinuance of stipul ated paynments under the
contract. Such provision or provisions shall, in either of such
events, make available to an annuitant who contributes to the
cost of the annuity a paid-up annuity payabl e commencing at a
fixed date in an anmobunt at |east equal to that purchased by the
contributions of the annuitant, determ nable as of the
respective dates of paynent of the several contributions, as
shown by a schedule included in the contract for the purpose,
based upon the sanme nortality table, rate of interest and
| oadi ng fornmula used in computing the stipul ated paynents under
such contract. Such provision or provisions may, by way of

exception to the foregoing, provide that if the anount of the

19760H2432B3302 - 5 -



© 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

annuity determ ned as aforesaid fromsuch fixed comencenent
date woul d be |l ess than $60 annually, the insurer may at its
option, in lieu of granting such paid-up annuity, pay a cash
surrender value at |east equal to that hereinafter provided. If
a cash surrender value, in lieu of such paid-up annuity, is
allowed to the annuitant by the ternms of such contract, it may
be either in a single sumor in equal installnments over a period
of not nore than 12 nonths and it shall be at |east equal to
either (1) or (2), whichever is less: (1) the anpbunt of reserve
attributable to the annuitant's contributions | ess a surrender
charge not exceedi ng 35% of the average annual contribution nade
by the annuitant; or (2) the anmount which woul d be payable as a
death benefit at the date of surrender. Such contract shall also
provide that in case of the death of the annuitant, before the
commencenent date of the annuity, the insurer shall pay a death
benefit at |east equal to the aggregate anmount of the
annuitant's contributions, without interest. If any benefits are
avai l able to the holder in either of such events the contract
shall contain a provision or provisions specifying the nature
and basis of ascertai nment of such benefits.

(e) A provision in such contract that the insurer will issue
to the holder of the contract for delivery to each annuitant who
contributes thereunder an individual certificate setting forth a
statenment in substance of the benefits to which he is entitled
under such contract.

Section 5. Existing Policies.--The provisions of this act
shall not invalidate or otherw se affect any annuity contract
actually entered into with a contract holder prior to the
effective date of this act. Al such contracts may remain in

full force and effect notw thstanding the fact that such
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1 contracts do not conply with the provisions of this act.

2 However, after the effective date of this act, previously

3 submitted and approved forns of policies, contracts,

4 certificates, applications, riders and endorsenents nust be

5 resubmtted for conpliance with the provisions of this act and

6 formal approval by the Insurance Conm ssioner in accordance wth
7 section 354 of the act of May 17, 1921 (P.L.682, No.284), known
8 as "The Insurance Conpany Law of 1921."

9 Section 6. Rules and Regul ations.--The |Insurance
10 Conm ssioner is hereby authorized to nmake, pronul gate, and
11 enforce such rules and regul ati ons as he may deem necessary and
12 proper and for public convenience or necessity and in the public
13 interest and for the public welfare in the adm nistration of
14 this act.
15 Section 7. Effective Date.--This act shall take effect in 90
16 days.
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