PRI OR PRI NTER S NO. 589 PRINTER S NO. 2991

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 526 =55

| NTRODUCED BY ROONEY, STABACK, JOSEPHS, WALKO, SATHER, NI CKQOL,
HALUSKA, MELI O FI CHTER, OLASZ, YOUNGBLOOD, COY, SHANER,
JAMES, TRELLO, DeLUCA, STURLA, BOSCOLA, PETRARCA, STEELMAN,
M CHLOVI C, RAMOS, BROVWN AND A. H WLLI AM5, FEBRUARY 12, 1997

AS REPORTED FROM COWM TTEE ON | NSURANCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, FEBRUARY 17, 1998
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AN ACT

Providing for viatical settlenments and for powers and duties of
t he I nsurance Departnent.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:
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22 trsured-s—tite Expectaney Avat-table—FaceValue
23 Eess—than—stx—ronths 80%
24 Stx—months—but—-ess—than—312-—noenths 0%
25 12—moent-hs—but—ess—than—18—nronths 65%
26 18—+nont-hs—but—ess—than—24-—nonths 60%
27 24—pnt-hs—or—npre 50%

30 atical I hould_L ble i Lot I
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29 4y —Regut-re—a—bond—
30 Section-1i.—Mscellaneous provisions—
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17  Seetion—33—FEffeetivedate—

18 Fhts—act—shatt—takeetfeect+nr-90-days—

19 SECTION 1. SHORT TI TLE.

20 TH S ACT SHALL BE KNOWN AND MAY BE Cl TED AS THE VI ATl CAL

21 SETTLEMENTS ACT.

22 SECTION 2. DEFI NI TI ONS.

23 THE FOLLOW NG WORDS AND PHRASES WHEN USED I N THI S ACT SHALL
24 HAVE THE MEANINGS G VEN TO THEM I N THI' S SECTI ON UNLESS THE

25 CONTEXT CLEARLY | NDI CATES OTHERW SE:

26 "COW SSI ONER. " THE | NSURANCE COWM SSI ONER OF THE

27 COMMONWEALTH.

28 "DEPARTMENT. "  THE | NSURANCE DEPARTMENT OF THE COMVONWEALTH.
29 "FI NANCI NG ENTI TY. " AN UNDERWRI TER, PLACEMENT ACGENT, LENDER,

30 PURCHASER OF SECURI TI ES, PURCHASER OF A POLI CY OR CERTI FI CATE
19970H0526B2991 - 11 -
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FROM A VI ATI CAL SETTLEMENT PROVI DER, CREDI T ENHANCER OR ANY
PERSON THAT MAY BE A PARTY TO A VI ATI CAL SETTLEMENT CONTRACT AND
THAT HAS A DI RECT OAMNERSHI P I N A POLI CY OR CERTI FI CATE THAT | S
THE SUBJECT OF A VI ATI CAL SETTLEMENT CONTRACT BUT WHOSE SCLE
ACTI VI TY RELATED TO THE TRANSACTI ON | S PROVI DI NG FUNDS TO EFFECT
THE VI ATI CAL SETTLEMENT AND WHO HAS AN AGREEMENT I N WRI TI NG W TH
A LI CENSED VI ATI CAL SETTLEMENT PROVI DER TO ACT AS A PARTI Cl PANT
I N A FI NANCI NG TRANSACTI ON.

"FI NANCI NG TRANSACTI ON. " A TRANSACTI ON I N WHI CH A LI CENSED
VI ATI CAL SETTLEMENT PROVI DER OR A FI NANCI NG ENTI TY OBTAI NS
FI NANCI NG FOR VI ATI CAL SETTLEMENT CONTRACTS, VI ATI CATED PQLI ClI ES
OR I NTEREST THEREI'N, | NCLUDI NG W THOUT LI M TATI ON, ANY SECURED
OR UNSECURED FI NANCI NG, ANY SECURI Tl ZATI ON TRANSACTI ON OR ANY
SECURI TI ES OFFERI NG El THER REG STERED OR EXEMPT FROM
REG STRATI ON UNDER FEDERAL AND STATE SECURI TI ES LAW OR ANY
DI RECT PURCHASE OR | NTERESTS IN A POLI CY OR CERTI FI CATE | F THE
FI NANCI NG TRANSACTI ON COVPLI ES W TH FEDERAL AND STATE SECURI Tl ES
LAW

"PERSON. " A LEGAL ENTITY, I NCLUDI NG BUT NOT LIMTED TGO AN
I NDI VI DUAL, PARTNERSHI P, LI M TED LI ABI LI TY COVPANY, ASSCCI ATI ON,
TRUST, CORPORATI ON OR OTHER LEGAL ENTI TY.

"“VI ATI CAL SETTLEMENT BROKER. " A PERSON THAT ON BEHALF OF A
VI ATOR AND FOR A FEE, COW SSI ON OR OTHER VALUABLE CONSI DERATI ON
OFFERS OR ATTEMPTS TO NEGOTI ATE VI ATI CAL SETTLEMENTS BETWEEN A
VI ATOR AND ONE OR MORE VI ATI CAL SETTLEMENT PROVI DERS.
| RRESPECTI VE OF THE MANNER | N VHI CH THE VI ATI CAL SETTLEMENT
BROKER | S COMPENSATED, A VI ATI CAL SETTLEMENT BRCKER | S DEEMED TO
REPRESENT ONLY THE VI ATOR AND OAES A FI DUCI ARY DUTY TO THE
VI ATOR TO ACT ACCORDI NG TO THE VI ATOR S | NSTRUCTI ONS AND I N THE
BEST | NTEREST OF THE VI ATOR THE TERM DOES NOT | NCLUDE AN

19970H0526B2991 - 12 -



ATTORNEY, ACCOUNTANT OR FI NANCI AL PLANNER RETAI NED TO REPRESENT
THE VI ATOR WHOSE COVPENSATI ON IS PAI D DI RECTLY BY OR AT THE
DI RECTI ON OF THE VI ATOR

"“VI ATI CAL SETTLEMENT CONTRACT." A VRl TTEN AGREEMENT ENTERED
| NTO BETWEEN A VI ATI CAL SETTLEMENT PROVI DER AND A VI ATOR THE
AGREEMENT SHALL ESTABLI SH THE TERM5 UNDER VWH CH THE VI ATI CAL
SETTLEMENT PROVI DER W LL PAY COMPENSATI ON OR ANYTHI NG OF VALUE,
VWH CH COVPENSATI ON OR VALUE IS LESS THAN THE EXPECTED DEATH

© o0 N oo o A~ wWw N P

BENEFI T OF THE | NSURANCE POLI CY OR CERTI FI CATE, I N RETURN FOR

=Y
o

THE VI ATOR S ASSI GNVENT, TRANSFER, SALE, DEVI SE OR BEQUEST OF

=
=

THE DEATH BENEFI T OR OMNERSHI P OF ALL OR A PORTI ON OF THE

=
N

I NSURANCE POLI CY OR CERTI FI CATE OF | NSURANCE TO THE VI ATI CAL

=
w

SETTLEMENT PROVI DER. THE TERM ALSO | NCLUDES A CONTRACT FOR A

H
o

LOAN OR OTHER FI NANCI AL TRANSACTI ON SECURED PRI MARI LY BY AN

=Y
(63}

I NDI VI DUAL OR GROUP LI FE | NSURANCE PCLI CY, OTHER THAN A LOAN BY

=Y
(e}

A LI FE | NSURANCE COVMPANY PURSUANT TO THE TERM5S OF THE LI FE

=
\l

I NSURANCE CONTRACT, OR A LOAN SECURED BY THE CASH VALUE OF A

=Y
oo

PCLI CY.

=
O

"VI ATI CAL SETTLEMENT PROVI DER. " A PERSON, OTHER THAN A

N
o

VI ATOR, THAT ENTERS | NTO A VI ATI CAL SETTLEMENT CONTRACT. THE

N
=

TERM SHALL | NCLUDE A PERSON THAT OBTAI NS FI NANCI NG FROM A

N
N

FI NANCI NG ENTI TY FOR THE PURCHASE, ACQUI SI TI ON, TRANSFER OR

N
w

OTHER ASSI GNVENT OF ONE OR MORE VI ATI CAL SETTLEMENT CONTRACTS,

N
~

VI ATI CATED POLI Cl ES OR | NTEREST THEREIN OR OTHERW SE SELLS,

N
(63}

ASSI G\S, TRANSFERS, PLEDGES, HYPOTHECATES OR OTHERW SE DI SPOSES

N
(e}

OF ONE OR MORE VI ATI CAL SETTLEMENT CONTRACTS, VI ATI CATED

N
~

PCLI CI ES OR | NTERESTS THEREIN. THE TERM SHALL NOT | NCLUDE:

N
oo

(1) A BANK, SAVI NGS BANK, SAVI NGS AND LOAN ASSQOCI ATI ON,

N
(o]

CREDI T UNI ON OR OTHER LI CENSED LENDI NG | NSTI TUTI ON THAT TAKES
30 AN ASSI GNVENT OF A LI FE | NSURANCE POLI CY AS COLLATERAL FOR A
19970H0526B2991 - 13 -
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LQAN;

(2) THE I SSUER OF A LI FE | NSURANCE PCOLI CY PROVI DI NG

ACCELERATED DEATH BENEFI TS PURSUANT TO THE CONTRACT; OR

(3) A NATURAL PERSON WHO ENTERS | NTO NO MORE THAN ONE

AGREEMENT | N A CALENDAR YEAR FOR THE TRANSFER OF LI FE

I NSURANCE POLI CI ES FOR ANY VALUE LESS THAN THE EXPECTED DEATH

BENEFI T.

"“VI ATI CAL SETTLEMENT REPRESENTATI VE." A PERSON WHO | S AN
AUTHORI ZED AGENT OF A LI CENSED VI ATI CAL SETTLEMENT PROVI DER OR
VI ATI CAL SETTLEMENT BROKER, AS APPLI CABLE, WHO ACTS OR AIDS I N
ANY MANNER IN THE SOLI Cl TATI ON OF A VI ATI CAL SETTLEMENT. THE
TERM SHALL NOT | NCLUDE:

(1) AN ATTORNEY, ACCOUNTANT OR ANY PERSON EXERCI SI NG A

PONER OF ATTORNEY GRANTED BY A VI ATOR, OR

(2) ANY PERSON WHO | S RETAI NED TO REPRESENT A VI ATOR AND

WHOSE COMPENSATI ON IS PAID BY OR AT THE DI RECTI ON OF THE

VI ATOR REGARDLESS OF WHETHER THE VI ATI CAL SETTLEMENT | S

CONSUMVATED.

A VI ATI CAL SETTLEMENT REPRESENTATI VE IS DEEMED TO REPRESENT ONLY
THE VI ATI CAL SETTLEMENT PROVI DER OR VI ATI CAL SETTLEMENT BROKER

“VI ATI CATED PCLI CY." A LI FE I NSURANCE POLI CY OR CERTI FI CATE
THAT HAS BEEN ACQUI RED BY A VI ATI CAL SETTLEMENT PROVI DER
PURSUANT TO A VI ATI CAL SETTLEMENT CONTRACT.

"VIATOR " THE OMNER OF A LI FE | NSURANCE POLICY OR A
CERTI FI CATE HOLDER UNDER A GROUP POLI CY I NSURI NG THE LI FE OF AN
I NDI VI DUAL WTH A CATASTROPHI C, LI FE- THREATENI NG OR CHRONI C
| LLNESS OR CONDI TI ON WHO ENTERS OR SEEKS TO ENTER | NTO A
VI ATI CAL SETTLEMENT CONTRACT.

SECTI ON 3. LI CENSE REQUI REMENTS.
(A) CENERAL RULE. --A PERSON SHALL NOT OPERATE AS A VI ATI CAL

19970H0526B2991 - 14 -
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SETTLEMENT PROVI DER, VI ATI CAL SETTLEMENT REPRESENTATI VE OR
VI ATI CAL SETTLEMENT BROKER W THOUT FI RST HAVI NG OBTAI NED A
LI CENSE FROM THE DEPARTMENT.

(B) APPLI CATI ON. - - APPLI CATI ON FOR A VI ATI CAL SETTLEMENT
PROVI DER, VI ATI CAL SETTLEMENT REPRESENTATI VE OR VI ATI CAL
SETTLEMENT BRCKER LI CENSE SHALL BE MADE TO THE COWMM SSI ONER BY
THE APPLI CANT ON A FORM PRESCRI BED BY THE DEPARTMENT AND
ACCOVPANI ED BY AN APPLI CATI ON FEE AS DETERM NED BY THE
DEPARTMENT.

(© RENEWAL. -- LI CENSES MAY BE RENEVED BI ENNI ALLY UPCN
PAYMENT OF A RENEWAL FEE AS DETERM NED BY THE DEPARTMENT.

FAI LURE TO PAY THE FEE OR SUBM T THE RENEWAL FORM W THI N THE
TERMS PRESCRI BED BY THE DEPARTMENT SHALL BE DEEMED VOLUNTARY
TERM NATI ON OF THE LI CENSE.

(D) FULL DI SCLOSURE. - - THE APPLI CANT SHALL PROVI DE
I NFORVATI ON ON FORM5 REQUI RED BY THE COMM SSI ONER. THE
COW SSI ONER SHALL HAVE AUTHORI TY, AT ANY TI Mg, TO REQUI RE THE
APPLI CANT TO FULLY DI SCLOSE THE | DENTI TY OF ALL STOCKHOLDERS,
PARTNERS, OFFI CERS, MEMBERS AND EMPLOYEES, AND THE COWM SS|I ONER
MAY, |IN THE COW SSI ONER S DI SCRETI ON, REFUSE TO | SSUE A LI CENSE
IN THE NAME OF A LEGAL ENTITY | F NOT SATI SFI ED THAT ANY OFFI CER,
EMPLOYEE, STOCKHOLDER, PARTNER OR MEMBER THERECOF WHO NAY
MATERI ALLY | NFLUENCE THE APPLI CANT' S CONDUCT MEETS THE STANDARDS
OF TH S ACT.

(E) AUTHORI ZATION. --A LI CENSE | SSUED TO A LEGAL ENTI TY
AUTHORI ZES ALL MEMBERS, OFFI CERS AND DESI GNATED EMPLOYEES TO ACT
AS VI ATI CAL SETTLEMENT PROVI DERS, VI ATI CAL SETTLEMENT BROKERS OR
VI ATI CAL SETTLEMENT REPRESENTATI VES AS APPLI CABLE UNDER THE
LI CENSE AND THOSE PERSONS SHALL BE NAMED | N THE APPLI CATI ON AND
ANY SUPPLEMENTS TO THE APPLI CATI ON.

19970H0526B2991 - 15 -
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20
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23
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28
29
30

(F) I NVESTI GATI ON. - - UPON THE FI LI NG OF AN APPLI CATI ON AND
THE PAYMENT OF THE LI CENSE FEE, THE COWMM SSI ONER SHALL MAKE AN
I NVESTI GATI ON OF EACH APPLI CANT AND | SSUE A LICENSE | F THE
COW SSI ONER FI NDS THAT THE APPLI CANT:

(1) HAS PROVIDED A DETAI LED PLAN CF OPERATI ON.
(2) 1S COVWPETENT AND TRUSTWORTHY AND | NTENDS TO ACT I N

GOCD FAI TH I N THE CAPACI TY | NVOLVED BY THE LI CENSE APPLI ED

FOR

(3) HAS A GOOD BUSI NESS REPUTATI ON AND HAS HAD
EXPERI ENCE, TRAI NI NG OR EDUCATI ON SO AS TO BE QUALIFIED I N
THE BUSI NESS FOR WHI CH THE LI CENSE | S APPLI ED FOR

(4) | F A LEGAL ENTITY, PROVIDES A CERTI FI CATE OF GOCD

STANDI NG FROM THE STATE OF I TS DOM Cl LE.

(G HEARI NG --AN APPLI CANT WHO DI SPUTES THE DEPARTMENT' S
DETERM NATI ON CONCERNI NG LI CENSURE NMAY SEEK A FORVAL
ADM NI STRATI VE HEARI NG BEFORE THE COWM SSI ONER UNDER 2 PA. C. S.
CH 5 SUBCH A (RELATING TO PRACTI CE AND PROCEDURE OF
COVMONVEALTH ACENCI ES) AND SUBJECT TO REVI EW AND APPEAL | N
ACCORDANCE WTH 2 PA.C.S. CH 7 SUBCH. A (RELATING TO JUDI Cl AL
REVI EW OF COMMONWEALTH AGENCY ACTI ON) .

(H) NONRESI DENT APPLI CANT. - - THE DEPARTMENT SHALL NOT | SSUE A
LI CENSE TO A NONRESI DENT APPLI CANT UNLESS A WRI TTEN DESI GNATI ON
OF AN AGENT FOR SERVI CE OF PROCESS | S FI LED W TH AND MAI NTAI NED
BY THE DEPARTMENT.

SECTI ON 4. LI CENSE SUSPENSI ON, REVOCATI ON AND DENI AL.

THE DEPARTMENT MAY SUSPEND, REVOKE OR REFUSE TO RENEW THE
LI CENSE OF A VI ATI CAL SETTLEMENT PROVI DER, VI ATI CAL SETTLEMENT
REPRESENTATI VE OR VI ATI CAL SETTLEMENT BROKER | F THE DEPARTMENT
FI NDS THAT:

(1) THERE WAS ANY MATERI AL M SREPRESENTATI ON | N THE

19970H0526B2991 - 16 -



1 APPLI CATI ON FOR THE LI CENSE;

2 (2) THE LI CENSEE OR ANY OFFI CER, PARTNER, MEMBER COR KEY

3 MANAGEMENT PERSONNEL HAS BEEN CONVI CTED OF FRAUDULENT OR

4 DI SHONEST PRACTI CES, |S SUBJECT TO A FI NAL ADM NI STRATI VE

5 ACTION OR | S OTHERW SE SHOMN TO BE UNTRUSTWORTHY OR

6 | NCOVPETENT;

7 (3) THE VI ATI CAL SETTLEMENT PROVI DER DEMONSTRATES A

8 PATTERN OF UNREASONABLE PAYMENTS TO VI ATORS;

9 (4) THE LI CENSEE HAS BEEN FOUND GUI LTY OF OR HAS PLEADED
10 GUI LTY OR NOLO CONTENDERE TO ANY FELONY OR TO A M SDEMEANCOR
11 I NVOLVI NG FRAUD OR MORAL TURPI TUDE, REGARDLESS OF WHETHER A
12 JUDGVENT OF CONVI CTI ON HAS BEEN ENTERED BY THE COURT;

13 (5) THE VI ATI CAL SETTLEMENT PROVI DER HAS ENTERED | NTO

14 ANY VI ATI CAL SETTLEMENT CONTRACT THAT HAS NOT BEEN APPROVED
15 PURSUANT TO THI S ACT;

16 (6) THE VI ATI CAL SETTLEMENT PROVI DER HAS FAI LED TO HONOR
17 CONTRACTUAL OBLI GATI ONS SET OQUT I N A VI ATI CAL SETTLEMENT

18 CONTRACT;

19 (7) THE LI CENSEE NO LONGER MEETS THE REQUI REMENTS FOR

20 I NI TI AL LI CENSURE;

21 (8) THE VI ATI CAL SETTLEMENT PROVI DER HAS ASSI GNED,

22 TRANSFERRED OR PLEDGED A VI ATI CATED POLI CY TO A PERSON OTHER
23 THAN A VI ATI CAL SETTLEMENT PROVI DER LI CENSED IN TH' S

24 COMMONVEALTH OR A FI NANCI NG ENTI TY; OR

25 (9) THE LI CENSEE HAS VI CLATED ANY PROVI SION OF THI S ACT
26 OR ANY REGULATI ONS PROMULGATED BY THE DEPARTMENT.

27 SECTION 5. APPROVAL OF VI ATI CAL SETTLEMENT CONTRACTS.

28 (A) CENERAL RULE. --ANY VI ATI CAL SETTLEMENT CONTRACT PROPOSED

29 TO BE USED BY VI ATI CAL SETTLEMENT PROVI DERS IN THI S COMVONVEALTH
30 SHALL BE FILED FOR REVI EWW TH THE DEPARTMENT. UNLESS
19970H0526B2991 - 17 -
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DI SAPPROVED W THI N 45 DAYS OF RECEI PT BY THE DEPARTMENT, THE
FI LI NG SHALL BE EFFECTI VE FOR USE.

(B) DI SAPPROVAL AFTER USE. - - ANY VI ATI CAL SETTLEMENT CONTRACT
APPROVED OR EFFECTI VE FOR USE | N ACCORDANCE W TH SUBSECTI ON ( A)
MAY BE SUBSEQUENTLY DI SAPPROVED BY THE DEPARTMENT. THE
DEPARTMENT SHALL NOTI FY THE VI ATI CAL SETTLEMENT PROVI DER I N
VRI TI NG AND PROVI DE THE OPPCRTUNI TY FOR A HEARI NG AS PROVI DED | N
2 PACS CH 5 SUBCH A (RELATING TO PRACTI CE AND PROCEDURE OF
COVMONVEALTH ACGENCI ES) AND CH. 7 SUBCH. A (RELATING TO JUDI Cl AL
REVI EW OF COMMONWEALTH AGENCY ACTI ON) .

(C©) DI SCONTI NUANCE OF CONTRACT. --1F FOLLOWN NG A HEARI NG THE
COW SSI ONER FI NDS THAT A VI ATI CAL SETTLEMENT CONTRACT SHOULD BE
DI SAPPROVED, THE COMM SSI ONER SHALL ORDER THE USE OF THE
CONTRACT TO BE DI SCONTI NUED AFTER A DATE SPECI FI ED I N THE ORDER.
SECTI ON 6. REPORTI NG REQUI REMENTS AND CONFI DENTI ALI TY.

(A) CENERAL RULE. --EACH VI ATI CAL SETTLEMENT PROVI DER SHALL
FILE WTH THE DEPARTMENT ON OR BEFORE MARCH 1 OF EACH YEAR AN
ANNUAL STATEMENT CONTAI NI NG SUCH | NFORVATI ON AS THE COWMM SSI ONER
BY RULE MAY PRESCRI BE.

(B) CONFI DENTI ALI TY. - - EXCEPT AS OTHERW SE ALLOWED OR
REQUI RED BY LAW A VI ATI CAL SETTLEMENT PROVI DER, VI ATI CAL
SETTLEMENT REPRESENTATI VE, VI ATI CAL SETTLEMENT BROKER, | NSURANCE
COVPANY, | NSURANCE AGENT, | NSURANCE BROKER, | NFORVATI ON BUREAU,
RATI NG AGENCY OR COMPANY OR ANY OTHER PERSON W TH ACTUAL
KNOALEDGE OF A VI ATOR' S | DENTI TY SHALL NOT DI SCLOSE THAT
| DENTI TY AS A VI ATOR TO ANY OTHER PERSON UNLESS THE DI SCLOSURE:

(1) 1S NECESSARY TO EFFECT A VI ATI CAL SETTLEMENT BETWEEN

THE VI ATOR AND A VI ATI CAL SETTLEMENT PROVI DER AND THE VI ATOR

HAS PROVI DED PRI OR WRI TTEN CONSENT TO THE DI SCLOSURE;

(2) 1S PROVIDED I N RESPONSE TO AN | NVESTI GATI ON BY THE

19970H0526B2991 - 18 -
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COW SSI ONER OR ANY OTHER GOVERNMENTAL OFFI CER OR AGENCY; OR
(3) IS ATERM COF OR CONDI TION TO THE TRANSFER CF A

VI ATI CATED POLI CY BY ONE VI ATI CAL SETTLEMENT PROVI DER TO

ANOTHER VI ATI CAL SETTLEMENT PROVI DER OR FI NANCI NG ENTI TY.

(4) 1S MADE BY AN | NSURANCE COVPANY IN THE COURSE OF I TS

BUSI NESS, | NCLUDI NG W THOUT BEI NG LI M TED TGO, ACTI VI TI ES

SUCH AS REI NSURANCE TRANSACTI ONS, SALES OR MERCGERS OF THE

I NSURANCE COVPANY OR ONE OR MORE OF | TS BOOKS OF BUSI NESS,

HANDLI NG AND | NVESTI GATI ON OF CLAI MS AND CONDUCT OF ALL LEGAL

PROCEEDI NGS CONNECTED W TH THEM UNDERWRI TI NG, LI TI GATI ON AND

MARKET CONDUCT | NVESTI GATI ONS.

SECTI ON 7. EXAM NATI ON.

(A) CENERAL RULE. - - THE DEPARTMENT MAY, VWHEN THE DEPARTMENT
DEEMS | T REASONABLY NECESSARY TO PROTECT THE | NTERESTS OF THE
PUBLI C, EXAM NE THE BUSI NESS AND AFFAI RS OF ANY LI CENSEE OR
APPLI CANT FOR A LI CENSE. THE DEPARTMENT SHALL HAVE THE AUTHORI TY
TO ORDER ANY LI CENSEE OR APPLI CANT TO PRCDUCE ANY RECORDS,

BOOKS, FILES OR OTHER | NFORVATI ON REASONABLY NECESSARY TO
ASCERTAI N VHETHER OR NOT THE LI CENSEE OR APPLI CANT | S ACTI NG OR
HAS ACTED I N VI OLATI ON OF THE LAW OR OTHERW SE CONTRARY TO THE

I NTERESTS OF THE PUBLI C. THE EXPENSES | NCURRED | N CONDUCTI NG ANY
EXAM NATI ON SHALL BE PAI D BY THE LI CENSEE OR APPL| CANT.

(B) CONFI DENTI ALI TY. - - THE NAMES AND | NDI VI DUAL
| DENTI FI CATI ON DATA FOR ALL VI ATORS SHALL BE CONSI DERED PRI VATE
AND CONFI DENTI AL | NFORVATI ON AND SHALL NOT BE DI SCLOSED BY THE
DEPARTMENT UNLESS REQUI RED BY LAW

(© RECORDS. - - RECORDS OF ALL TRANSACTI ONS CF VI ATI CAL
SETTLEMENT CONTRACTS SHALL BE MAI NTAI NED BY THE VI ATI CAL
SETTLEMENT PROVI DER AND SHALL BE AVAI LABLE TO THE DEPARTMENT FOR
I NSPECTI ON AND DUPLI CATI ON DURI NG REASONABLE BUSI NESS HOURS. A

19970H0526B2991 - 19 -



1 WVIATICAL SETTLEMENT PROVI DER SHALL NMAI NTAI' N RECORDS OF EACH

2 VI ATI CAL SETTLEMENT UNTIL FI VE YEARS AFTER THE DEATH OF THE

3 | NSURED.

4 SECTION 8. DI SCLOSURE.

5 (A) CENERAL RULE.--A VI ATI CAL SETTLEMENT PROVI DER, VI ATI CAL
6 SETTLEMENT REPRESENTATI VE OR VI ATI CAL SETTLEMENT BROKER SHALL

7 DI SCLOSE THE FOLLOW NG | NFORVATI ON TO THE VI ATOR NO LATER THAN

8 THE TI ME OF APPLI| CATI ON:

9 (1) POSSIBLE ALTERNATI VES TO VI ATI CAL SETTLEMENT

10 CONTRACTS FOR I NDI VI DUALS W TH CATASTROPHI C, LI FE- THREATENI NG
11 OR CHRONI C | LLNESSES, | NCLUDI NG ANY ACCELERATED DEATH

12 BENEFI TS OFFERED UNDER THE VI ATOR S LI FE | NSURANCE POLI CY.

13 (2) SOVE OR ALL OF THE PROCEEDS OF THE VI ATI CAL

14 SETTLEMENT MAY BE FREE FROM FEDERAL | NCOVE TAX AND FROM STATE
15 FRANCHI SE AND | NCOVE TAXES, AND THAT ASSI STANCE SHOULD BE

16 SOUGHT FROM A PROFESSI ONAL TAX ADVI SOR.

17 (3) PROCEEDS OF THE VI ATI CAL SETTLEMENT COULD BE SUBJECT
18 TO THE CLAI M5 OF CREDI TORS.

19 (4) RECEIPT OF THE PROCEEDS OF A VI ATI CAL SETTLEMENT MAY
20 ADVERSELY AFFECT THE VIATOR S ELIABILITY FOR MEDI CAID OR
21 OTHER GOVERNVENT BENEFI TS OR ENTI TLEMENTS, AND THAT ADVI CE
22 SHOULD BE OBTAI NED FROM THE APPROPRI ATE GOVERNMENT AGENCI ES
23 (5 THE VIATOR S RIGHT TO RESCI ND A VI ATI CAL SETTLEMENT
24 CONTRACT 15 DAYS AFTER THE RECEI PT OF THE VI ATI CAL SETTLEMENT
25 PROCEEDS BY THE VI ATOR, AS PROVIDED I N SECTION 9(C).
26 (6) FUNDS WLL BE SENT TO THE VI ATOR W THI N TWO BUSI NESS
27 DAYS AFTER THE VI ATI CAL SETTLEMENT PROVI DER HAS RECEI VED THE
28 I NSURER OR GROUP ADM NI STRATOR' S ACKNOW.EDGMVENT THAT
29 OMERSH P OF THE POLI CY OR I NTEREST I N THE CERTI FI CATE HAS
30 BEEN TRANSFERRED AND THE BENEFI Cl ARY HAS BEEN DESI GNATED
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PURSUANT TO THE VI ATI CAL SETTLEMENT CONTRACT.

(7) ENTERI NG | NTO A VI ATI CAL SETTLEMENT CONTRACT MAY
CAUSE OTHER RI GHTS OR BENEFI TS, | NCLUDI NG CONVERSI ON RI GHTS
AND WAI VER OF PREM UM BENEFI TS THAT MAY EXI ST UNDER THE

1
2
3
4
5 POLI CY OR CERTI FI CATE, TO BE FORFEI TED BY THE VI ATOR AND THAT
6 ASSI STANCE SHOULD BE SOUGHT FROM A FI NANCI AL ADVI SOR.

7 (B) DI SCLOSURE BY VI ATI CAL SETTLEMENT PROVI DER. - - A VI ATI CAL

8 SETTLEMENT PROVI DER SHALL DI SCLOSE THE FOLLOW NG | NFORMATI ON TO

9 THE VIATOR PRIOR TO THE DATE THE VI ATI CAL SETTLEMENT CONTRACT I S

10 SI GNED BY ALL PARTI ES:

11 (1) THE AFFILIATION, |IF ANY, BETWEEN THE VI ATI CAL

12 SETTLEMENT PROVI DER AND THE | SSUER OF AN | NSURANCE POLI CY TO
13 BE VI ATI CATED.

14 (2) | F AN I NSURANCE POLI CY TO BE VI ATI CATED HAS BEEN

15 | SSUED AS A JO NT POLICY OR I NVOLVES FAM LY RI DERS OR ANY

16 COVERAGE OF A LI FE OTHER THAN THE | NSURED UNDER THE POLI CY TO
17 BE VI ATI CATED, THE VI ATOR SHALL BE I NFORVED OF THE PQSSI BLE
18 LOSS OF COVERACGE ON THE OTHER LI VES AND BE ADVI SED TO CONSULT
19 WTH H' S OR HER | NSURANCE PRODUCER OR THE COVPANY | SSU NG THE
20 PCLI CY FOR ADVI CE ON THE PROPOSED VI ATI CATI ON.

21 (3) THE DOLLAR AMOUNT OF THE CURRENT DEATH BENEFI T

22 PAYABLE TO THE VI ATI CAL SETTLEMENT PROVI DER UNDER THE POLI CY
23 OR CERTI FI CATE. THE VI ATI CAL SETTLEMENT PROVI DER SHALL ALSO
24 DI SCLOSE THE AVAI LABI LI TY OF ANY ADDI TI ONAL GUARANTEED

25 I NSURANCE BENEFI TS, THE DOLLAR AMOUNT OF ANY ACCI DENTAL DEATH
26 AND DI SMEMBERVENT BENEFI TS UNDER THE PCLI CY OR CERTI FI CATE

27 AND THE VI ATI CAL SETTLEMENT PROVI DER S | NTEREST I N THOSE

28 BENEFI TS.

29 SECTION 9. GUI DELI NES.
30 (A) CENERAL RULE.--A VI ATI CAL SETTLEMENT PROVI DER ENTERI NG
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1
2
3
4
5
6
-
8
9

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

I NTO A VI ATI CAL SETTLEMENT CONTRACT SHALL FI RST OBTAI N:

(1) IF THE VIATOR IS THE I NSURED, A WRI TTEN STATEMENT
FROM A LI CENSED ATTENDI NG PHYSI Cl AN THAT THE VI ATOR | S OF
SOUND M ND AND UNDER NO CONSTRAI NT OR UNDUE | NFLUENCE TO
ENTER | NTO A VI ATI CAL SETTLEMENT CONTRACT.

(2) A WTNESSED DOCUMENT I N WHI CH THE VI ATOR CONSENTS TO
THE VI ATI CAL SETTLEMENT CONTRACT, ACKNOW.EDGES THAT THE
I NSURED HAS A CATASTROPHI C, LI FE- THREATENI NG OR CHRONI C
I LLNESS OR CONDI TI ON, REPRESENTS THAT THE VI ATOR HAS A FULL
AND COVPLETE UNDERSTANDI NG OF THE VI ATI CAL SETTLEMENT
CONTRACT, THAT HE HAS A FULL AND COVPLETE UNDERSTANDI NG OF
THE BENEFI TS OF THE LI FE | NSURANCE POLI CY AND ACKNOW.EDGES
THAT HE HAS ENTERED | NTO THE VI ATI CAL SETTLEMENT CONTRACT
FREELY AND VOLUNTARI LY.

(3) A DOCUMENT I'N WHI CH THE | NSURED CONSENTS TO THE
RELEASE OF H'S OR HER MEDI CAL RECORDS TO A VI ATI CAL
SETTLEMENT PROVI DER OR VI ATI CAL SETTLEMENT BROKER.

(B) MEDI CAL RECORDS. - - ALL MEDI CAL | NFORVATI ON SOLI Cl TED OR
OBTAI NED BY ANY LI CENSEE SHALL BE SUBJECT TO THE APPLI CABLE
PROVI SI ON OF STATE LAW RELATI NG TO CONFI DENTI ALI TY OF MEDI CAL
| NFORVATI ON.

(© RESCISSION. --ALL VI ATI CAL SETTLEMENT CONTRACTS ENTERED
INTO IN THI S COMONVEALTH SHALL PROVI DE THE VI ATOR W TH AN
UNCONDI TI ONAL RI GHT TO RESCI ND THE CONTRACT FOR AT LEAST 15
CALENDAR DAYS FROM THE RECEI PT OF THE VI ATI CAL SETTLEMENT
PROCEEDS. | F THE | NSURED DI ES DURI NG THE RESCI SSI ON PERI OGD, THE
VI ATI CAL SETTLEMENT CONTRACT SHALL BE DEEMED TO HAVE BEEN
RESCI NDED SUBJECT TO REPAYMENT TO THE VI ATI CAL SETTLEMENT
PROVI DER OF ALL VI ATI CAL SETTLEMENT PROCEEDS.

(D) TRANSFER OF PROCEEDS. - - | MMEDI ATELY UPON THE VI ATI CAL
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SETTLEMENT PROVI DER S RECEI PT OF DOCUMENTS TO EFFECT THE
TRANSFER OF THE | NSURANCE POLI CY, THE VI ATI CAL SETTLEMENT

PROVI DER SHALL PAY THE PROCEEDS OF THE VI ATI CAL SETTLEMENT TO AN
ESCROW OR TRUST ACCOUNT IN A FEDERALLY CHARTERED OR STATE-
CHARTERED FI NANCI AL | NSTI TUTI ON WHOSE DEPOSI TS ARE | NSURED BY
THE FEDERAL DEPCSI T | NSURANCE CORPCRATI ON (FDI C). THE ACCOUNT
SHALL BE MANAGED BY A TRUSTEE OR ESCROW AGENT | NDEPENDENT OF THE
PARTI ES TO THE CONTRACT. THE TRUSTEE OR ESCROW AGENT SHALL
TRANSFER THE PROCEEDS TO THE VI ATOR | MMEDI ATELY UPON THE

VI ATI CAL SETTLEMENT PROVI DER S RECElI PT OF ACKNOALEDGVENT OF THE
TRANSFER OF THE | NSURANCE POLI CY.

(E) DEADLI NE. - - FAI LURE TO TENDER CONSI DERATI ON TO THE VI ATOR
FOR THE VI ATI CAL SETTLEMENT CONTRACT W THI N THE TI ME DI SCLOSED
PURSUANT TO SECTI ON 8( A) (6) RENDERS THE VI ATI CAL SETTLEMENT
CONTRACT VO DABLE BY THE VI ATOR FOR LACK OF CONSI DERATI ON UNTI L
THE TI ME CONSI DERATI ON IS TENDERED TO AND ACCEPTED BY THE
VI ATOR.

(F) COW SSI ONS. - - NO VI ATI CAL SETTLEMENT BROKER OR VI ATI CAL
SETTLEMENT REPRESENTATI VE SHALL RECElI VE FROM A VI ATI CAL
SETTLEMENT PROVI DER A FEE, COWMM SSI ON OR OTHER VALUABLE
CONS| DERATI ON FOR SERVI CES RENDERED TO OR I N CONNECTI ON W TH
VI ATORS RESI DENT IN TH S COMWONWEALTH UNLESS SUCH VI ATI CAL
SETTLEMENT PROVIDER IS LICENSED IN TH' S COMVONVEALTH.

(G HEALTH STATUS. - - CONTACTS W TH THE | NSURED FOR THE
PURPOSE OF DETERM NI NG THE HEALTH STATUS OF THE | NSURED BY THE
VI ATI CAL SETTLEMENT PROVI DER, VI ATI CAL SETTLEMENT BROKER OR
VI ATI CAL SETTLEMENT REPRESENTATI VE AFTER THE VI ATI CAL SETTLEMENT
HAS OCCURRED SHALL ONLY BE MADE BY THE VI ATI CAL SETTLEMENT
PROVI DER OR BROKER LI CENSED I N TH S COWONWEALTH AND SHALL BE
LI M TED TO ONCE EVERY THREE MONTHS FOR | NSUREDS W TH A LI FE
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EXPECTANCY OF MORE THAN ONE YEAR, AND TO NO MORE THAN ONE PER
MONTH FOR | NSUREDS W TH A LI FE EXPECTANCY OF ONE YEAR OR LESS.
THE PROVI DER OR BROKER SHALL EXPLAI N THE PROCEDURE FOR THESE
CONTACTS AT THE TI ME THE VI ATI CAL SETTLEMENT CONTRACT | S ENTERED
I NTO. THE LI M TATI ONS SET FORTH I N TH S SUBSECTI ON SHALL NOT
APPLY TO ANY CONTACTS W TH AN | NSURED UNDER A VI ATI CATED PCLI CY
FOR REASONS OTHER THAN DETERM NI NG THE | NSURED S HEALTH STATUS.
(H PROH BI TI ON. - - NO PERSON WHO | NVESTS | N A VI ATI CATED
PCLI CY, | NCLUDI NG BUT NOT LIMTED TO, A PARTICI PANT IN A
FI NANCI NG TRANSACTI ON, MAY | NFLUENCE THE TREATMENT OF THE
I NSURED' S | LLNESS.
SECTI ON 10. RESPONSI BI LI TY OF DEPARTMENT.
THE COW SSI ONER SHALL HAVE THE AUTHORI TY TO
(1) PROVULGATE REGULATI ONS | MPLEMENTI NG THI S ACT.
(2) ESTABLI SH STANDARDS FOR EVALUATI NG REASONABLENESS OF
PAYMENTS UNDER VI ATI CAL SETTLEMENT CONTRACTS. THI S AUTHORI TY
I NCLUDES, BUT IS NOT LIMTED TO REGULATI ON OF THE AMOUNT
PAI D | N EXCHANCGE FOR ASSI GNMVENT, TRANSFER, SALE, DEVI SE OR
BEQUEST OF A BENEFI T UNDER A LI FE | NSURANCE POLI CY.
(3) ESTABLI SH APPROPRI ATE LI CENSI NG REQUI REMENTS, FEES
AND STANDARDS FOR CONTI NUED LI CENSURE FOR VI ATI CAL SETTLEMENT
PROVI DERS, REPRESENTATI VES AND BROKERS.
(4) REQUI RE A BOND OR OTHER MECHANI SM FOR FI NANCI AL
ACCOUNTABI LI' TY FOR VI ATI CAL SETTLEMENT PROVI DERS.
(5) ADOPT RULES GOVERNI NG THE RELATI ONSHI P AND
RESPONSI Bl LI TI ES OF BOTH | NSURERS AND VI ATI CAL SETTLEMENT
PROVI DERS, BROKERS AND REPRESENTATI VES DURI NG THE VI ATl CATI ON
OF A LI FE I NSURANCE POLI CY OR CERTI FI CATE.
SECTI ON 11. M SCELLANEQUS PROVI SI ONS.
(A) STATE AID.--A PERSON MAY NOT BE REQUI RED AS A CONDI TI ON
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OF ELIA BILITY FOR STATE Al D TO EXERClI SE A VI ATI CAL SETTLEMENT
OR BE DENI ED OR SUFFER A REDUCTI ON I N Al D AS A RESULT OF NOT
ENTERI NG | NTO A VI ATI CAL SETTLEMENT.

(B) AVAI LABLE RESCOURCE. - - Al D AGENCI ES OR PROGRAMS NAY NOT
CONS| DER VI ATI CAL BENEFI TS AS AN AVAI LABLE RESOURCE | N
DETERM NI NG ELI G BI LI TY FOR PUBLI C ASSI STANCE.

(© I NCOME. --VIATI CAL SETTLEMENTS SHALL NOT BE | NCLUDED | N
ANY OF THE CLASS OF TAXABLE | NCOVE ENUMERATED IN ARTICLE I'Il OF
THE ACT OF MARCH 4, 1971 (P.L.6, NO 2), KNOMWN AS THE TAX REFORM
CODE OF 1971, TO DETERM NE THE TAX LI ABILITY OF THE VI ATOR AS
DEFI NED I N TH S ACT.

SECTI ON 12. UNFAI R TRADE PRACTI CES.

A VI OLATION OF TH S ACT SHALL BE CONSI DERED AN UNFAI R TRADE
PRACTI CE AND SHALL BE SUBJECT TO ALL COMMONVEALTH STATUTES VH CH
ADDRESS UNFAI R TRADE PRACTI CES, | NCLUDI NG THE ACT OF JULY 22,
1974 (P.L.589, NO 205), KNOMN AS THE UNFAI R | NSURANCE PRACTI CES
ACT.

SECTI ON 13. ENFORCEMENT.

(A) CENERAL RULE. --UPON A DETERM NATI ON BY HEARI NG THAT THI S
ACT OR ANY REGULATI ONS PROMULGATED BY THE DEPARTMENT PURSUANT TO
TH S ACT HAVE BEEN VI OLATED, THE COW SSI ONER MAY PURSUE ONE OR
MORE OF THE FOLLOW NG COURSES OF ACTI ON:

(1) |1SSUE AN ORDER REQUI RI NG THE PERSON TO CEASE AND

DESI ST FROM ENGAG NG | N SUCH VI OLATI ON.

(2) SUSPEND, REVOKE CR REFUSE TO RENEW THE LI CENSE OF

THE OFFENDI NG PERSON OR PERSONS.

(3) IMPCSE A CIVIL PENALTY IN THE AMOUNT OF $5, 000 FOR

EACH VI OLATI ON

(B) ADDI Tl ONAL REMEDI ES. - - THE ENFORCEMENT REMEDI ES | MPOSED
UNDER THI S SECTI ON ARE | N ADDI TI ON TO ANY OTHER REMEDI ES OR
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PENALTI ES | MPOSED BY ANY OTHER APPLI CABLE STATUTE.

(© HEARI NG - - BEFORE TAKI NG ANY ACTI ON UNDER THI' S SECTI ON,
THE COW SSI ONER SHALL G VE NOTI CE TO THE PERSON ACCUSED OF
VI OLATI NG THI S ACT OR REGULATI ONS PROMULGATED BY THE DEPARTMENT
UNDER THI S ACT, STATI NG SPECI FI CALLY THE NATURE OF EACH ALLECGED
VI OLATI ON AND FI XING A TI ME AND PLACE, AT LEAST TEN DAYS
THEREAFTER, FOR A FORVAL ADM NI STRATI VE HEARI NG | N ACCORDANCE
WTH 2 PAC.S. CH 5 SUBCH A (RELATING TO PRACTI CE AND

© o0 N oo o A~ wWw N P

PROCEDURE OF COMMONWEALTH AGENCI ES) AND SUBJECT TO REVI EW AND

=Y
o

APPEAL | N ACCORDANCE WTH 2 PA.C.S. CH 7 SUBCH A (RELATING TO

=
=

JuDl Cl AL REVI EW OF COVWONWEALTH AGENCY ACTI ON). AFTER SUCH

=
N

HEARI NG OR UPON FAI LURE OF THE ACCUSED TO APPEAR AT SUCH

=
w

HEARI NG THE COWM SSI ONER SHALL | MPOSE ANY OF THE ABOVE

H
o

PENALTI ES VH CH THE COWM SS| ONER DEEMS APPROPRI ATE.

=Y
(63}

SECTI ON 14. EFFECTI VE DATE.

=Y
(e}

TH' 'S ACT SHALL TAKE EFFECT I N 180 DAYS.
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