HOUSE AVENDED
PRI OR PRI NTER S NO. 1549 PRINTER S NO. 1847

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1246 *5”

| NTRODUCED BY ZEMPRELLI, HACGER, HANKINS, COPPERSM TH, LYNCH
RCSS, ROVANELLI, O PAKE, HOLL, MOORE, LOEPER AND LLOYD,
FEBRUARY 12, 1980

AS REPORTED FROM COWM TTEE ON | NSURANCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, MAY 28, 1980

OCO~NOUITARWNE

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
repealing existing laws," further regul ating insurance
conpani es, associ ations and exchanges and their policy
provi si ons AND FURTHER PROVI DI NG FOR THE CLASSI FI CATI ON OF <—
Rl SKS.

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

Section 1. Cause (2) of subsection (h) and subsection (k)
of section 410, act of May 17, 1921 (P.L.682, No.284), known as
"The I nsurance Conpany Law of 1921," anmended July 19, 1951
(P.L.1100, No.245), are anended to read:

Section 410. Uniform Policy Provisions.--No policy of life

or endownrent insurance, except policies of industrial insurance
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where the prem uns are payable nonthly or oftener, shal

hereafter be delivered in this Commonweal th unless it contains,
in substance, the follow ng provisions or provisions which, in

t he opi nion of the Insurance Comm ssioner, are nore favorable to
t he policyhol der: --

* %

(h) A provision for a loan value at any tinme after three
full years' prem uns have been paid and while no premumis in
default beyond the grace period of paynent.

* %k

(2) In the case of any policy issued on or after the
operative date of section four hundred and ten A of this act
(the Standard Non-forfeiture Law), the | oan provision shal
provi de that the conpany wi |l advance, on proper assignnment or
pl edge of the policy, and on the sole security thereof, at a

specified rate of interest not exceeding eight per centum per

annum a sumequal to, or, at the option of the party entitled
thereto, | ess than, the cash surrender value at the end of the
current policy year as required by section four hundred and ten
A of this act; and that the conpany may deduct from such | oan
value (in addition to any indebtedness deducted in determ ning
such val ue) any unpai d bal ance of the prem umfor the current
policy year, and may collect interest in advance on the loan to
the end of the current policy year. The conpany shall reserve
the right to defer such |oan, except any nade to pay premuns to
t he conpany, for six nonths after application therefor is nmade.
This subsection (h) shall not apply to terminsurance.

* %k

(k) A provision that the holder of a policy shall be

entitled to have the policy reinstated, upon witten application
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therefor, at any tine within three years fromthe date of
default in prem um paynents, unless the policy has been duly
surrendered or the extension period expired, upon the production
of evidence of insurability satisfactory to the conpany, and the
paynment of all overdue prem uns and any other indebtedness to

t he conpany upon said policy, with interest at the rate of not
exceedi ng [six] eight per centum per annum conpounded annually.

* %

Section 2. Subsection (a) of section 410B of the act, added
July 17, 1935 (P.L.1116, No.358), is anmended to read:

Section 410B. Uniform Provisions for Contracts of Annuities
and Pure Endownent Contracts.--No annuity or pure endowrent
contract shall be delivered in this Conmonweal th, except
policies of industrial insurance where the prem uns are payabl e
nmonthly or oftener, and except in the case of a reversionary
annuity, otherwi se called a survivorship annuity, or an annuity
contracted by an enployer in behalf of his enployes, unless it
contains in substance the follow ng provisions:

(a) A provision that there shall be a period of grace,
either of thirty days or of one nonth, wi thin which any
stipul ated paynment to the conpany, falling due after the first
year, nmay be nade, subject, at the option of the conpany, to an
interest charge thereon at a rate to be specified in the
contract, but not exceeding [siXx] eight per centum per annum
for the nunber of days of grace el apsing before such paynent,
during which period of grace the contract shall continue in ful
force, but in case a claimarises under the contract on account
of death during the said period of grace before the overdue
paynent to the conpany or the deferred paynents of the current

year, if any, are made, the anmount of such paynents, with
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i nterest on any overdue paynents, may be deducted from any

anount payabl e under the contract in settlenent; if the contract

contains a |l oan provision, the rate of interest may not exceed

ei ght per centum per annum

* * %

SECTI ON 3. THE SECOND PARAGRAPH OF SECTI ON 654 OF THE ACT,
AVENDED JULY 2, 1953 (P.L.342, NO 79), IS AMENDED AND A NEW
TH RD PARAGRAPH | S ADDED TO READ:

SECTI ON 654. CLASSI FI CATI ON OF RI SKS; UNDERWRI TI NG RULES;
PREM UM RATES; AND SCHEDULE AND MERI T RATI NG PLANS. --* * *
PREM UM RATES AND SCHEDULE OR MERI T RATI NG PLANS FOR | NSURANCE
OF EMPLOYERS AND EMPLOYES UNDER SUCH ACTS, SHALL BE FI LED W TH,
AND SHALL BE SUBJECT TO REVI EW BY THE | NSURANCE COWM SSI ONER,
AND THE | NSURANCE COW SSI ONER SHALL BY ORDER MCDI FY, AMEND OR
APPROVE THE SAME. ANY PERSQN, CORPORATE OR OTHERW SE, AGGRI EVED
BY SUCH ORDER, CLASSI FI CATI ON, RULE, RATE OR SCHEDULE | SSUED BY
THE | NSURANCE COMM SSI ONER MAY OBTAIN A REVI EW THEREOF BEFORE
THE | NSURANCE COWMM SSI ONER.

THE ASSI GNVENT BY AN APPROVED RATI NG BUREAU OF ANY | NDI VI DUAL

R SK_ TO A PARTI CULAR CLASSI FI CATI ON | N ACCORDANCE W TH THE

SYSTEM OF CLASSI FI CATI ON OF_RI SKS AND UNDERWRI TI NG RULES

APPROVED BY THE | NSURANCE COWM SSI ONER MAY BE APPEALED BY ANY

PERSQON, CORPORATE OR OTHERW SE, AGGRI EVED BY SUCH ASSI GNMENT

BEFORE THE ASSI GNI NG BUREAU | N ACCORDANCE W TH PROCEDURES COF THE

BUREAU APPROVED BY THE | NSURANCE COWM SSIONER AND, IF STILL

AGGRI EVED BY SUCH REVI EVED ASSI GNVENT, SUCH PERSON MVAY OBTAIN A

FURTHER REVI EW THEREOF BY FI LI NG AN APPEAL W TH THE | NSURANCE

COWM SSI ONER W THI N THI RTY DAYS OF THE MAI LI NG DATE OF THE FI NAL

DECI SI ON OF THE BUREAU. THE | NSURANCE COWM SSI ONER SHALL HOLD A
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HEARI NG UPON NOT LESS THAN TEN DAYS WRI TTEN NOTI CE TO THE

APPLI CANT _AND TO THE RATI NG BUREAU WH CH MADE SUCH

CLASSI FI CATI ON, AND SHALL | SSUE AN ORDER MODI FYI NG, _AMENDI NG OR

APPROVI NG THE PLACEMENT OF THE | NDI VIDUAL RISK WTH N THE

PARTI CULAR CLASSI FI CATION AS THE RESULT OF THAT HEARI NG _ANY

ORDER MADE BY THE | NSURANCE COVWM SSI ONER | N ACCORDANCE WTH THI' S

PARAGRAPH SHALL BE APPEALABLE TO THE COMVONVWEALTH COURT | N

ACCORDANCE WTH TITLE 42 OF THE PENNSYLVANI A CONSCL| DATED
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STATUTES (RELATI NG TO JUDI Cl ARY AND JUDI Cl AL PROCEDURE) .

* * %

N
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Section 3 4. It is the intent of the Legislature that the <—

=
N

life insurance industry make available to the people of the

=Y
w

Commonweal th of Pennsyl vani a who purchase new life insurance

H
o

policies or annuities with |loan provisions after the effective

=Y
(63}

date of this act the benefits of higher dividends or |ower

=Y
(e}

prem uns, or both, resulting fromthe increased earnings through

=
\l

the use of higher loan interest rates.

IE

N
N

SECTION 5. THE AMENDMVENTS TO SECTI ONS 410 AND 410B SHALL <—

N
w

TAKE EFFECT JULY 1, 1980 AND THE AMENDMENTS TO SECTI ON 654 SHALL

N
~

TAKE EFFECT JULY 1, 1981.
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