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THE GENERAL ASSEMBLY OF PENNSYLVANIA
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AN ACT
Amendi ng the act of May 11, 1949 (P.L.1210, No.367), entitled

"An act relating to group life insurance; describing

permtted policies and restrictions thereon, the prem um

basis thereof and rights thereunder; limting the anount of
such insurance; prescribing standard policy provisions; and
requiring notice of conversion privileges,” further providing
for Iife insurance.

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

Section 1. Section 1(4) and (7) of the act of May 11, 1949
(P.L.1210, No.367), referred to as the G oup Life Insurance
Policy Law, added Cctober 5, 1978 (P.L.1059, No.247), are
anended and the section is anmended by addi ng cl auses to read:

Section 1. Types Permtted.--No policy of group life
i nsurance shall be delivered in this State unless it conforms to
one of the follow ng descriptions and to the requirenents as to
each set forth in sections two, three, four and five of this
act .

* * %

(4) A policy issued to the trustees of a fund established by
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an insurer for two or nore enployers in the same industry or by

two or nore enployers in the sane industry or by an i nsurer for

one or nore | abor unions, or by one or nore |abor unions or by

an insurer for one or nore enployers and one or nore | abor

uni ons or by one or nore enpl oyers and one or nore | abor uni ons

or by an insurer for one or nore associ ati ons neeti ng the

qualifications as defined in clause (5.1) or by one or nore

associ ations neeting the qualifications as defined in cl ause

(5.1), which trustees shall be deened the policyholder, to
i nsure enpl oyes of the enpl oyers or nenbers of the unions or

such association for the benefit of persons other than the

enpl oyers or the unions or nenbers, enployes thereof, and

enpl oyes of the associ ations for the benefit of persons other

than the enpl oyers or the unions or the associ ati ons.

* * %

(5.1) A policy issued to an associ ati on, which shall have a

constitution and byl aws and whi ch has been organi zed by ot her

than an insurer, is maintained in good faith for purposes other

than that of obtaining insurance, has been in active exi stence

for at | east two years, operates fromoffices other than the

insurer's and is controlled by principals other than the

i nsurer's.

(5.2) A policy issued to a group, other than one descri bed

in clauses (1) through (5.1), and under which the | nsurance

Conmmi ssi oner finds that:

(i) the issuance of such group policy is not contrary to the

best interest of the public;

(ii) the issuance of such group policy would result in

econoni es of acquisition or adm nistrati on; and

(iii) the benefits are reasonable in relation to the

19930S0704B0757 - 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

prem uns char ged.

* * %

(7) A policy issued in accordance with clause (1), (3), (4)

[or (5)], (5) or (5.1) may include provisions for the paynment by

the insurer of life insurance benefits upon the death of the
spouse of the insured enploye or nmenber, and upon the death of
one or nore of his or her children dependent upon himor her for
support and nai nt enance: Provi ded, however, That such insurance
upon the |ife of the spouse shall not exceed ten thousand
dol lars ($10,000) or one-half of the anmpbunt of insurance on the
life of the insured enploye or nenber as provided in such
policy, whichever is less, and such insurance upon the |ife of
each dependent child shall not exceed five thousand doll ars
($5,000) or one-third of the amount of insurance on the life of
the insured enploye or nenber as provided in such policy,
whi chever is |ess.

Section 2. Section 2(2) and (4) of the act, amended March
23, 1972 (P.L. 144, No.53), are anended to read:

Section 2. Policies Issued to Enpl oyers or Trustees of
Enpl oyer Funds.--A policy issued to an enployer, or to the
trustees of a fund established by an enpl oyer, to insure
enpl oyes of the enployer for the benefit of persons other than
t he enpl oyer shall be subject to the foll ow ng requirenents:

(2) The premiumfor the policy shall be paid by the
pol i cyhol der, either wholly fromthe enployer's funds or funds
contributed by him or [partly fromsuch funds and partly from
funds contributed by the insured enployes. No policy may be
i ssued on which the entire premumis to be derived from funds

contributed by the insured enployes] wholly from funds
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contributed by the insured enployes or fromboth. A policy on

whi ch part of the premumis to be derived from funds
contributed by the insured enpl oyes nay be placed in force only
if at least [seventy-five] fifty per cent of the then eligible
enpl oyes, excluding any as to whom evi dence of i ndividual
insurability is not satisfactory to the insurer, elect to make
the required contributions. A policy on which no part of the
premumis to be derived fromfunds contributed by the insured
enpl oyes must insure all eligible enployes, or all except any as
to whom evi dence of individual insurability is not satisfactory
to the insurer.

* x *

[(4) The anpbunts of insurance under the policy nmust be based
upon sone plan precluding individual selection either by the
enpl oyes or by the enpl oyer or trustees.]

Section 3. Section 3(2), (3) and (4) of the act, anended
July 11, 1991 (P.L.86, No.19), are anended to read:

Section 3. Policies Issued to Creditors.--A policy issued to
a creditor to insure debtors of the creditor shall be subject to
the foll ow ng requirenents:

* x *

(2) The premiumfor the policy shall be paid by the
pol i cyhol der, either fromthe creditor's funds, or from charges
collected fromthe insured debtors, or fromboth. [A policy on
whi ch part or all of the premumis to be derived fromthe
collection fromthe insured debtors of identifiable charges not
requi red of uninsured debtors shall not include, in the class or
cl asses of debtors eligible for insurance, debtors under
obligations outstanding at its date of issue w thout evidence of

i ndi vidual insurability unless at |east seventy-five per cent of
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1 the then eligible debtors elect to pay the required charges.] A
2 policy on which no part of the premumis to be derived fromthe
3 collection of such identifiable charges nust insure all eligible
4 debtors, or all except any as to whom evi dence of i ndividual

5 insurability is not satisfactory to the insurer.

6 [(3) The policy may be issued only if the group of eligible
7 debtors is then receiving new entrants at the rate of at | east

8 one hundred persons yearly, or may reasonably be expected to

9 receive at |east one hundred new entrants during the first

10 policy year, and only if the policy reserves to the insurer the
11 right to require evidence of individual insurability if |ess

12 than seventy-five per cent of the new entrants becone insured.]
13 (4) The amount of insurance on the life of any debtor shal
14 at no time exceed the amount owed by himwhich is repayable in
15 installnents to the creditor[, or one hundred thousand dollars
16 ($100, 000), whichever is |less].

17 * x *

18 Section 4. Section 4(2) and (4) of the act, anmended July 31,
19 1968 (P.L.939, No.287) and March 23, 1972 (P.L.144, No.53), are
20 anended to read:
21 Section 4. Policies Issued to Labor Unions, Credit Unions,
22 Police Fraternities, Firemen's Fraternities or Teachers'
23 Associations or Federations.--A policy issued to a |abor union,
24 a credit union, a police fraternity, a firenen's fraternity or a
25 teachers' association or federation, to insure nenbers of such
26 union, fraternity, association or federation for the benefit of
27 persons other than the union, fraternity or federation or any of
28 its officials, representatives or agents, shall be subject to
29 the follow ng requirenents:
30 * x *
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(2) The premiumfor the policy shall be paid by the
pol i cyhol der, either wholly fromthe union's funds, the
fraternity's funds, association's funds or federation's funds,
or [partly fromsuch funds and partly from funds contri buted by
the insured nenbers specifically for their insurance. No policy
may be issued on which the entire premumis to be derived from
funds contributed by the insured nmenbers specifically for their
i nsurance. A policy on which part of the premiumis to be
derived fromfunds contributed by the insured nenbers
specifically for their insurance may be placed in force only if
at | east seventy-five per cent of the then eligible nmenbers,
excl uding any as to whom evi dence of individual insurability is
not satisfactory to the insurer, elect to nake the required

contributions.] wholly fromfunds contributed by the insured

nenbers or fromboth. A policy on which no part of the prem um

is to be derived fromfunds contributed by the insured nenbers
specifically for their insurance nmust insure all eligible
menbers, or all except any as to whom evi dence of i ndividual
insurability is not satisfactory to the insurer.

* x *

[(4) The anpbunts of insurance under the policy nmust be based
upon sone plan precluding individual selection either by the
menbers or by the union, fraternity, association or federation.]

Section 5. Section 5 of the act, amended March 23, 1972
(P.L.144, No.53) and December 10, 1974 (P.L.901, No.296), is
amended to read:

Section 5. Policies Issued to Trustees of Joint Funds.--A
policy issued to the trustees of a fund established by an

insurer for two or nore enployers in the same industry or by two

or nore enployers in the sane i ndustry or by an insurer for one
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or nore |abor unions, or by one or nore |abor unions or by an

i nsurer for one or nore enployers and one or nore |abor unions,

or by one or nore enpl oyers and one or nore | abor uni ons or by

an insurer for one or nore associ ati ons neeting the

qualifications as defined in clause (5.1) of section 1, or by

one or nore associ ations neeting the qualifications as defi ned

in clause (5.1) of section 1, to insure enployes of the

enpl oyers or nenbers of the unions or nenbers, enployes thereof,

and enpl oyes of the associations for the benefit of persons

ot her than the enployers or the unions, or such associ ations,

shall be subject to the foll ow ng requirenents:
(1) The persons eligible for insurance shall be all of the
enpl oyes of the enployers or all of the menbers of the unions,

or nenbers, enployes thereof, and enpl oyes of the associ ati ons

or all of any class or classes thereof determ ned by conditions

pertaining to their enploynent, or to nenbership in the unions

or _associations, or to both. The policy may provide that the
term "enpl oyes” shall include retired enployes, and the
i ndi vidual proprietor or partners if an enployer is an
i ndi vi dual proprietor or a partnership. The policy may provide
that the term "enpl oyes” shall include the trustees or their
enpl oyes, or both, if their duties are principally connected
wi th such trusteeship.

(2) The premiumfor the policy shall be paid by the trustees
whol |y from funds contri buted by the enployer or enpl oyers of
the insured persons, or by the union or unions, or by the

associ ations, or by both, or partly fromsuch funds and partly

fromfunds contributed by the insured persons. [A policy on
whi ch part of the premumis to be derived from funds

contributed by the insured persons specifically for their
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i nsurance may be placed in force only if at |east seventy-five
per cent of the then eligible persons, excluding any as to whom
evi dence of insurability is not satisfactory to the insurer,

el ect to make the required contributions.] A policy on which no
part of the premumis to be derived fromfunds contri buted by
the insured persons specifically for their insurance nust insure
all eligible persons, or all except any as to whom evi dence of

i ndividual insurability is not satisfactory to the insurer.

[(3) The policy nmust cover at date of issue at |east one
hundred persons and not |ess than an average of five persons per
enpl oyer unit; and if the fund is established by the nenbers of
an associ ation of enployers the policy may be issued only if (i)
either (a) the participating enployers constitute at date of
i ssue at |east sixty per cent of those enployer nenbers whose
enpl oyes are not already covered for group life insurance or (b)
the total nunber of persons covered at date of issue exceeds six
hundred; and (ii) the policy shall not require that, if a
partici pating enpl oyer discontinues nenbership in the
associ ation, the insurance of his enployes shall cease solely by
reason of such di sconti nuance.

(4) The amounts of insurance under the policy nust be based
upon sone plan precluding individual selection either by the
i nsured persons or by the policyhol der, enployers, or unions.]

Section 6. The act is anmended by addi ng sections to read:

Section 5. 1. Policies | ssued to Associ ati ons.--A policy

i ssued to an associ ati on, which shall have a constituti on and

byl aws and whi ch has been organi zed by other than an insurer, is

mai ntai ned in good faith for purposes other than that of

obtai ni ng i nsurance, has been in active exi stence for at | east

two years, operates fromoffices other than the insurer's and i s
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controlled by principals other than the insurer's, shall be

subject to the foll owi ng requirenents:

(1) The persons eligible for insurance shall be all of the

menbers of the associ ati on, enpl oyes thereof, or enpl oyes of

menbers of the preceding or all of any class or classes for the

benefit of persons other than the associ ati on.

(2) The premiumfor the policy shall be paid by the

pol i cyhol der either wholly from funds contri buted by the

associ ati on or by enpl oyer nenbers, or by both, or wholly from

funds contri buted by the i nsured persons or partly from such

funds and partly from funds contri buted by the associ ati on or

enpl oyer nenber. A policy on which no part of the preniumis to

be derived from funds contri buted by the i nsured persons nust

insure all eligible persons, or all except any as to whom

evi dence of individual insurability is not satisfactory to the

i nsurer.

(3) At the date of issue, the policy nust cover at | east

twenty-five nenbers, enployes, or enpl oyes of nenbers.

Secti on 5. 2. Policies |ssued to Oher G oups.--A policy

i ssued to a group, other than one described in clauses (1)

t hrough (5.1) of section 1, and which neets the requirenents of

clause (5.2) of section 1, shall also neet the requirenents of

this section. The premum for the policy shall be paid by the

poli cyhol der either wholly fromthe policyholder's funds or

funds contri buted by the policyholder, or wholly from funds

contri buted by the insured persons, or both. A policy on which

no part of the premumis to be derived fromfunds contri buted

by the insured persons nust insure all eliqgible persons, or al

except any as to whom evi dence of individual insurability is not

sati sfactory to the i nsurer.
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Section 7.2. CQut-of-State Coverage.--(a) No insurer shal

issue in this Commonweal th group life i nsurance cover age

provi ded under a group policy issued in another state or deliver

or issue for delivery in this Coommonweal th a certificate of

group life insurance evi denci ng coverage under a group policy

i ssued in another state unl ess such coverage is in conpliance

with the requirenents of this act or any other applicabl e act.

The provisions of this act shall not apply if a group policy is

i ssued to:

(1) An out-of-State trustee of a fund where Commpbnweal t h

residents shall not at any tine conprise twenty-five per cent or

nore of the total certificate holders, or where Commonweal th

residents shall not at any tine conprise the | argest share of

the total certificate hol ders, whi chever is |ess.

(2) An out-of-State single enpl oyer

(3) A trustee of a fund established by any person acting

directly as an enployer having its principal office located in a

state other than this Commopnweal t h.

(4) An association, organi zed or domciled in a state ot her

than this Commonweal th, which has a constituti on and byl aws, has

been organi zed by other than an insurer, is nmanintained in good

faith for purposes other than that of obtaining i nsurance, has

been in active existence for at | east two years, operates from

offices other than the insurer's, and is controll ed by

principals other than the insurer's.

(5) A union-negotiated out-of-State trust.

(6) Oher groups as nmay be determ ned by the | nsurance

Conmmi ssioner at his discretion.

(b)Y (1) dause (1) of subsection (a) shall apply only if

the insurer supplies to the | nsurance Conm ssioner certification

19930S0704B0757 - 10 -
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as to its insured trusts and, for each trust, the percentage of

Commpnweal th certificate hol ders or the nunber of Commpbnweal t h

certificate holders conpared to the total nunber of certificate

hol der s.

(2) The initial certification shall be supplied no | ater

than the effective date of this section, and thereafter, no

| ater than by March 1 of each year. The certification shall be

filed along with the annual statenent but shall not be nade a

part thereof.

(c) (1) Al group policies, certificates, anendnents,

endorsenents and enrollnent forns shall be filed with the

| nsur ance Conmi ssi oner for approval. The insurer shall also file

with the | nsurance Comm ssi oner evi dence of approval in the

state where the group policy is issued.

(2) Forns so filed for approval shall be deened approved at

the expiration of sixty days after filing, unless earlier

approved or di sapproved by the | nsurance Conm ssioner. The

| nsur ance Conmi ssioner, by witten notice to the insurer, nay

wi thin such sixty-day peri od extend the period for approval or

di sapproval for an additional sixty days.

(3) Such approval shall becone void upon any subsequent

noti ce of di sapproval fromthe | nsurance Conmni SSioner, Or upon

any subsequent withdrawal of |icense or refusal of the | nsurance

Conmmi ssioner to relicense any such conpany, associ ati on, or

exchange, or upon the subsequent passage of an act whi ch woul d

no | onger make such contracts a fit subject for approval, except

that this provision shall not affect contracts issued prior

t her et 0.

(4) Upon any di sapproval, the |Insurance Conni ssi oner shal

notify the insurer in witing, specifying the reason for such

19930S0704B0757 - 11 -
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di sapproval ; and within thirty days fromthe date of nmiling

such notice to the insurer, the insurer may nake witten

application to the | nsurance Conmmi ssi oner for a hearing thereon.

The hearing shall be schedul ed within a reasonabl e peri od of

tinme follow ng recei pt of the application. The procedure before

the | nsurance Conmmi ssi oner shall be in accordance with 2 Pa.C. S.

(relating to adm ni strative | aw and procedure) and the insurer

shall be entitled to the judicial review as provided for in that

(5) Upon satisfactory evidence of the violation of this

section by any such person, corporation, insurance conpany,

exchange, order or society, the |Insurance Conm SSioner nay, in

his discretion, pursue any one or nore of the foll owi ng courses

of acti on:

(i) Suspend or revoke the |license of such offendi ng person,

corporation, insurance conpany, exchange, order or society.

(ii) Refuse, for a period not to exceed the year thereafter,

to i ssue a new license to such person, corporation, insurance

conpany, exchange, order or society.

(iii) |Inpose a civil penalty of not nore than one thousand

dollars ($1,000) for each violation of this subsecti on.

(d) As used in this section, the term"out-of-State single

enpl oyer" neans any person acting directly as an enpl oyer and

having its principal office located in a state other than this

Commpnweal th. "Qut-of-State trustee of a fund" nmeans a trustee

of a fund established by an i nsurer for or established by two or

nore persons acting directly as enployers in the same i ndustry

and the trustee having its principal office located in a state

other than this Commpbnweal th. "CQut-of-State coverage" neans

i nsurance coverage i ssued in this Commonweal th and provi ded
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under a group policy issued in a state other than this

Commpnweal th. A "uni on-negoti ated out-of-State trust" neans a

trust established under a coll ecti ve bargai ni ng agreenent and

which is located in a state other than this Commbnweal t h

Section 7. 3. Noti ce of Conpensation.--(a) |In the case of a

policy issued on a group basis, if conpensati on of any kind wl|

or nay be paid to a policyhol der or sponsori ng or endorsing

entity, the insurer shall cause to be distributed to prospective

insureds in a witten notice that conpensation will or nmay be

paid.
(b)Y Such notice shall be distributed:

(1) whether conpensation is direct or indirect; and

(2) whether such conpensation is paid to or retai ned by the

pol i cyhol der or sponsoring or endorsing entity, or paid to or

retained by a third party at the direction of the policyhol der

or sponsoring or endorsing entity, or any entity affiliated

therewith by way of ownershi p, contract, or enpl oynent.

(c) The notice required by this section shall be placed on

or acconpany any application or enrollnent formprovided to

prospecti ve i nsureds.

(d) As used in this section, a "sponsoring or endorsing

entity" neans an organi zati on whi ch has arranged for the

offering of a program of insurance in a nanner which

communi cates that eligibility for participation in the program

i s dependent upon affiliation with such organi zation or that it

encour ages participation in the program

Section 7. Section 8 of the act is repeal ed.
Section 8. The act is anmended by addi ng sections to read:

Section 8. 1. Policy and Certificate |ssued Prior to the

Ef fecti ve Date.--The provisions of this anendatory act shall not
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prior to the effective date of this section or certificate in

effect prior to the effective date of this section. Al such

group policies or certificates may remain in full force and

effect until three years after the effective date of this

section is enacted, notwithstanding the fact that they do not

conply with the provisions of this act.

Secti on 8. 2. New v | ssued Group Policy.--Any group policy

i ssued on or after the effective date of this section shal

conply with the provisions of this act.

Secti on 8. 3. Newl v | ssued Certificate Under Policy |ssued

Prior to the Effective Date.--Certificates i ssued on or after

the effective date of this section under a group policy legally

i ssued prior to the effective date of this section shall conply

with the provisions of this act no |later than three years after

the act is enacted if issued to: an enpl oyer or trustees of a

fund established by an enpl oyer, trustees of a fund establi shed

by two or nore enpl oyers none of whom has joined after the

effective date of this section, |abor union, police fraternity,

firemen's fraternity, teachers' association or federation and a

unit of the National Guard or Naval MIlitia. Any other

certificates i ssued on or after the effective date of this

section under a group policy issued prior to the effective date

of this section shall conply with the provisions of this act.

Secti on 8. 4. New v | ssued Certificate Under Newl vy | ssued

Policy.--Any certificate i ssued under a group policy issued on

or after the effective date of this section shall conply with

t he provisions of this act.

Section 9. This act shall take effect in 90 days.
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