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SENATOR HOLL, BANKI NG AND | NSURANCE, | N SENATE, AS AMENDED
DECEMBER 11, 1989

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 I 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 repeal i ng existing |laws," FURTHER PROVI DI NG FOR | NVESTMENTS; <—
12 AND providing for benefits for drug abuse and dependency.

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

SECTION 1. SECTIONS 517 AND 518 OF THE ACT OF MAY 17, 1921
(P.L.682, NO 284), KNOMW AS THE | NSURANCE COWVPANY LAW OF 1921,
ARE REPEALED.

SECTION 2. THE ACT | S AMENDED BY ADDI NG SECTI ONS TO READ:

SECTI ON 518-B. I NVESTMENT REGULATI ONS. --(A) ANY DOVESTI C

COVPANY_ IVAY I NVEST | TS FUNDS I N SOUND | NVESTMENTS AS PROVIDED I'N

TH'S ACT _AND NOT_ OTHERW SE. NOTW THSTANDI NG THE PROVI SI ONS OF

TH' S ACT, THE | NSURANCE COWM SSI ONER MAY, AFTER NOTI CE _AND

HEARI NG _ORDER A COMPANY TO LIM T OR W THDRAW FROM CERTAI N

| NVESTMENTS, OR DI SCONTI NUE CERTAI' N | NVESTMVENT PRACTI CES, TO THE

EXTENT THAT THE | NSURANCE COWM SSI ONER FI NDS THAT SUCH

I NVESTMENTS OR | NVESTMENT PRACTI CES ARE UNSOUND OR NAY ENDANGER

THE SOLVENCY OF THE COVPANY. NO | NVESTMENT OR LOAN OR AN

I NVESTMENT PRACTI CE SHALL BE MADE OR ENGAGED | N BY ANY DOVESTI C

COVPANY UNLESS THE SAME HAS BEEN AUTHORI ZED OR RATI FI ED BY THE

BOARD OF DI RECTORS OR BY A COW TTEE THEREOF CHARGED W TH THE

DUTY_ OF SUPERVI SI NG | NVESTMENTS AND LOANS. NO SUCH COVPANY SHALL

SUBSCRI BE_ TO OR PARTI Cl PATE | N ANY_ UNDERWRI TI NG OF THE PURCHASE

OR SALE OF SECURITIES OR PROPERTY OR ENTER I NTO ANY AGREEMENT TO

WTHHOLD FROM SALE ANY OF | TS PROPERTY, BUT THE DI SPOSI TI ON OF

| TS PROPERTY SHALL BE AT ALL TIMES WTH N THE CONTROL OF THE

BOARD OF DI RECTORS. ANY AGREEMENT OR CONTRACT PROVI DI NG FOR THE

LAWFUL DI SPOSI TI ON OF PROPERTY WHEREIN SUCH DI SPOSI TI ON MVAY BE

DETERM NED AT _THE OPTION OF A THI RD PERSON AT SOVE SPECI FI ED

FUTURE PRI CE OR CONDI TI ON OR SPECI FI ED TI ME OR UPON DEMAND SHALL

BE _CONSTRUED TO BE WTH N THE CONTROL OF THE BOARD OF DI RECTORS.

NOTHI NG CONTAINED IN THI' S SECTI ON SHALL PREVENT THE BOARD OF

DI RECTORS OF ANY SUCH COVPANY FROM DEPOSI TING ANY OF | TS

SECURITIES WTH A COW TTEE _APPO NTED FOR THE PURPOSE OF
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PROTECTI NG THE | NTEREST OF SECURI TY HOLDERS OR W TH AUTHORI Tl ES

OF ANY STATE OR COUNTRY WHERE | T IS NECESSARY TO DO SO I N ORDER

TO SECURE PERM SSI ON TO TRANSACT | TS APPROPRI ATE BUSI NESS

THEREIN;, AND NOTHI NG CONTAINED IN THI' S SECTI ON SHALL PREVENT THE

BOARD OF DI RECTORS OF SUCH COVPANY FROM DEPGCSI TI NG SECURI TI ES AS

COLLATERAL FOR THE SECURI NG OF ANY BOND REQUI RED FOR THE

BUSI NESS OF THE COVPANY.

SECTI ON 518-C. ELIG BLE I NVESTMENTS. --(A) EVERY DOVESTI C

STOCK _FIRE, STOCK MARI NE OR STOCK FI RE_AND MARI NE | NSURANCE

COVPANY SHALL | NVEST AND KEEP | NVESTED ALL | TS FUNDS | N SOUND

I NVESTMENTS ENUMERATED BELOW EXCEPT SUCH CASH AS MAY BE

REQUI RED I N THE TRANSACTI ON OF | TS BUSI NESS. SUCH | NVESTMENTS

SHALL | NCLUDE:

(1) BONDS, NOTES OR OBLI GATI ONS | SSUED, ASSUMED, GUARANTEED

OR IINSURED BY THE UNI TED STATES, OR BY ANY STATE, TERRITORY OR

POSSESSI ON THERECF, THE DI STRICT OF COLUMBI A OR BY ANY COUNTY,

CTY, TOM, VILLAGE, MUNICIPALITY OR DI STRICT THEREIN OR BY ANY

POLI TI CAL _SUBDI VI SI ON OR PUBLI C | NSTRUVENTALI TY OF ONE OR MORE

OF THE FOREGO NG _OR BY ANY FOREI GN COUNTRY OR PCOLI TI CAL

SUBDI VI SI ON THERECF.

(2) BONDS, NOTES, OBLIGATIONS OR STOCK, | SSUED, ASSUNMED,

GUARANTEED OR I NSURED BY THE FOLLOW NG AGENCI ES OF THE UNI TED

STATES OR IN VWHI CH SUCH GOVERNVENT |S A PARTI Cl PANT, VWHETHER OR

NOT_SUCH OBLI GATI ONS ARE_GUARANTEED BY SUCH GOVERNMENT:

(1) FARM LOAN BANK.

(1) CoOWwWDDITY CREDI T CORPORATI ON.

(11'l) FEDERAL | NTERMEDI ATE CREDI T BANKS.

(1V) FEDERAL LAND BANKS.

(V) CENTRAL BANK FOR COOPERATI VES.

(M) FEDERAL HOVE LOAN BANKS AND STOCK THERECF.
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1 (M 1) FEDERAL NATI ONAL MORTGAGE ASSOCI ATI ON AND STOCK

2  THEREGF.

3 (MII1) | NTERNATI ONAL BANK FOR RECONSTRUCTI ON AND

4 DEVELOPMENTS.

5 (1 X) I NTER- AVERI CAN DEVELOPMENT BANK.

6 (X) _ASI AN DEVELOPMENT BANK.

7 (XI) AFRI CAN DEVELOPMENT BANK.

8 (XII) ANY OTHER SIM LAR AGENCY OF, ORIN WHICH THERE 1S

9 PARTI ClI PATI ON BY, THE GOVERNMENT OF THE UNI TED STATES, AND THE

10 I NSTRUMENTS ARE OF SIM LAR FI NANCI AL QUALITY.

11 (3) BONDS, NOTES, OBLIGATIONS OR OTHER | NVESTMENTS OF OR IN

12 ANY BUSINESS UNIT IN OR OF ANY FOREI GN COUNTRY WH CH ARE OF THE

13 SAME KINDS, CLASSES AND GRADES AS THOSE ELI G BLE FOR | NVESTMENT

14 UNDER THI S SUBSECTI ON. THE COST OF | NVESTMENTS UNDER THI S CLAUSE

15 SHALL NOT_EXCEED THI RTY PERCENTUM (30% OF SUCH COVPANY' S

16 ADM TTED ASSETS.

17 (4) BUSI NESS OBLI GATI ONS AND EQUITY | NTERESTS:

18 (1) STOCK, WARRANTS, RICHTS OR OTHER SECURITY, BONDS, NOTES

19 OR OBLI GATI ONS | SSUED, ASSUNMVED, GUARANTEED, | NSURED OR ACCEPTED

20 BY ANY SOLVENT CORPORATI ON, JO NT- STOCK ASSOCI ATI ON, BUSI NESS

21 TRUST, BUSI NESS PARTNERSHI P, BUSI NESS JO NT_VENTURE OR OTHER

22 BUSINESS ENTITY OR COMVBI NATI ON THEREGF | NCORPORATED OR EXI STI NG

23 UNDER THE LAWS OF THE UNI TED STATES OR OF ANY STATE, DI STRICT OR

24 TERRITORY THEREOF, AND ANY | NTEREST IN ANY OF THE FOREGO NG

25 PROVI DED, THAT NO DOMESTI C COMPANY SHALL | NVEST | N ANY GENERAL

26 PARTNERSHI P BUT MAY BECOVE A LIM TED PARTNER IN A PARTNERSHI P | N

27 ANY | NVESTMENT ON THE FOLLOWN NG CONDI TI ONS:

28 (A) THE PARTNERSHI P MUST BE ORGANI ZED UNDER THE LI M TED

29 PARTNERSHI P ACT OF THE STATE OF THE PARTNERSHI P FORNMATI ON;

30 (B) A COVPANY NMAY NOT_ I NVEST MORE THAN TEN PERCENTUM (10%
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OF I'TS CAPI TAL_AND SURPLUS I'N ANY ONE SUCH PARTNERSHI P; AND

(€ THE AGGREGATE COST COF I NVESTMENT IN LIM TED PARTNERSHI PS

SHALL NOT EXCEED TEN PERCENTUM (10% OF THE COVPANY' S ADM TTED

ASSETS.

(1) I NTEREST- BEARI NG DEPOSI TS, OR CERTI FI CATES OF DEPOSI T

N BANKS, BANK AND TRUST COVPANI ES, SAVI NGS BANKS, ~SAVI NGS5

ASSOCI ATI ONS, SAVI NGS AND LOAN ASSCOCI ATI ONS OR NATI ONAL BANKI NG

ASSOCI ATI ONS, | NCORPORATED OR EXI STI NG UNDER THE LAWS OF THE

UNI TED STATES OR ANY STATE, DI STRICT OR TERRI TORY THEREGF,

I NCLUDI NG BRANCHES OF ANY OF THE FOREGO NG __OR FORElI GN BANKI NG

I NSTI TUTI ONS OR BRANCHES THEREOF LOCATED IN THE UNI TED STATES OR

ANY STATE, DI STRICT OR TERRI TORY THERECF: PROVI DED, THAT

I NVESTMENTS UNDER THI S CLAUSE | N | NTEREST- BEARI NG DEPOSI TS AND

CERTI FI CATES OF DEPOSI T | SSUED BY | NSTI TUTI ONS | NCORPORATED

UNDER FOREI GN LAW EXCLUSI VE OF SUCH DEPOSI TS AND CERTI FI CATES

| SSUED BY BRANCHES OF SUCH | NSTI TUTI ONS LOCATED IN THE UNI TED

STATES OR ANY STATE, DI STRICT OR TERRITORY THERECF, SHALL BE

LIMTED TO TVENTY PERCENTUM (20% OF SUCH COVPANY' S ASSETS, SUCH

I NVESTMENTS QUALI FYI NG I N ADDI TION TO THOSE AUTHORI ZED BY CLAUSE

3).
(111) OBLIGATIONS WHI CH ARE _NOT | SSUED, ASSUMED, GUARANTEED

OR ACCEPTED BY ANY PERSON DESCRI BED UNDER SUBCLAUSE (1), BUT ARE

ADEQUATELY SECURED BY AN ASSI GNVENT OF A RIGHT TO RECEI VE RENT,

PURCHASE OR OTHER PAYMENT OR REVENUES, FOR THE USE OR PURCHASE

OF REAL OR PERSONAL PROPERTY SUFFI Cl ENT TO REPAY THE | NVESTMENT,

AND PAYABLE OR GUARANTEED BY ANY ONE OR MORE PERSONS OR ENTI TI ES

VWHOSE BONDS, NOTES OR OBLI GATI ONS WOULD QUALI FY FOR | NVESTMENT

UNDER THI S CLAUSE OR A MORTGAGE, I NTEREST IN A MORTGAGE POOL OR

MORTGAGE PARTI CI PATION OR LI EN OR SECURITY I NTEREST I N REAL OR

PERSONAL PROPERTY OR ANY | NTEREST THEREI N.
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(5) OBLI GATI ONS OR PARTI Cl PATI ONS THEREI'N, SECURED BY LI ENS

ON REAL PROPERTY OR | NTERESTS THEREIN: PROVI DED, THAT THE VALUE

OF SUCH REAL PROPERTY OR I NTEREST THEREIN, TOGETHER W TH SUCH

OTHER SECURITY AS SHALL SECURE ANY SUCH OBLI GATION, SHALL BE

THE LI EN CREATED BY THE | NVESTMENT | N SUCH REAL ESTATE. NO

I NVESTMENT IN A SINGLE TRANSACTI ON SHALL EXCEED AN AMOUNT_ EQUAL

TO FI VE PERCENTUM (5% COF SUCH COVPANY' S ADM TTED ASSETS.

1
2
3
4
5 ADEQUATE TO SECURE THE | NVESTMENT AS WELL AS ANY LIEN SENIOR TO
6
7
8
9

(6) SUCH REAL ESTATE OR INTERESTS THEREINAS IT IS

10 AUTHORI ZED BY THI S ACT_TO HOLD.

11 (7) TANG BLE PERSONAL PROPERTY OR FI XTURES OR | NTEREST

12 THEREIN, HOAEVER EVI DENCED, AS AN | NVESTMENT FOR THE PRODUCTI ON

13 OF | NCOMVE.

14 (8) THE I NVESTMENT PRACTI CE OF FI NANCI AL_FUTURES CONTRACTS

15 | SSUED UNDER TERMS AND CONDI TI ONS REGULATED BY A FEDERAL

16 REGULATORY AGENCY IS AUTHORI ZED ON THE FOLLOW NG CONDI T1 ONS:

17 (1) A COVPANY SHALL NOT ENTER I NTO FI NANCI AL_FUTURES

18 CONTRACTS EXCEPT AS A HEDA NG TRANSACTION AS THAT TERM | S

19 DEFINED IN A RULE OR REGULATI ON PROMULGATED PURSUANT TO THI' S

20 ACT.

21 (1) A COVWANY SHALL NOT_HAVE I NI TI AL_OR MAI NTENANCE MARG N

22 OUTSTANDI NG UNDER THI S CLAUSE (8) OF MORE THAN TEN PERCENTUM

23 (109 OF THE EXCESS OF I TS CAPITAL AND SURPLUS OVER THE M NI MUM

24 REQUI REMENTS OF A NEW STOCK OR MJTUAL COMPANY TO QUALIFY FOR A

25 CERTI FI CATE OF AUTHORITY TO WRITE THE KIND OF | NSURANCE VHI CH

26 THE COVPANY IS AUTHORI ZED TO WRI TE.

27 (11'1) THE 1 NSURANCE COVM SSI ONER MVAY PROMULGATE REASONABLE

28 RULES AND REGULATI ONS FOR TRANSACTI ONS UNDER THIS CLAUSE (8), TO

29 |INCLUDE, BUT NOT LIMTED TO, RULES AND REGULATI ONS VHI CH | MPOSE

30 FINANCI AL_SOLVENCY STANDARDS, VALUATI ON STANDARDS AND REPORTI NG
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REQUI REMENTS.

(9) PUT OPTIONS AND CALL OPTIONS. THE | NVESTMENT PRACTI CE OF

PUT OPTI ONS AND CALL OPTI ONS | SSUED UNDER TERMS AND CONDI Tl ONS

REGULATED BY, OR SUBSTANTIALLY SIMLAR TO THOSE TERVMS AND

CONDI TI ONS REQUI RED BY, A NATI ONAL SECURI TI ES EXCHANGE

REG STERED UNDER THE SECURI TI ES EXCHANGE ACT OF 1934 (48 STAT.

881, 15 U.S.C. 8 78A ET SEQ ), AS AMENDED, OR ANY BOARD OF TRADE

DESI GNATED AS A CONTRACT MARKET BY THE COMMCODI TY FUTURES TRADI NG

COW SSI ON (CFTC) UNDER THE COVMODI TY EXCHANGE ACT (49 STAT.

1491), AS AMENDED, |'S AUTHORI ZED ON THE FOLLOW NG CONDI Tl ONS:

(1) A COWANY SHALL NOT SELL A CALL OPTION ON EI THER (A)

SECURITIES IT DOES NOT_ OMN, OR (B) I'N AN AMOUNT GREATER THAN

SECURITIES VHICH | T PRESENTLY OMS: PROVI DED, HOWNEVER, THAT IN

THE CASE OF FI NANCI AL_FUTURES CONTRACTS AND STOCK OR BOND | NDEX

CONTRACTS WHERE I T IS NOIT_FEASI BLE TO OMN THE UNDERLYI NG

SECURITY, A COVPANY MAY SELL A CALL OPTION ONLY | N CONNECTI ON

WTH A HEDA NG TRANSACTI ON;

(1) A COVWANY SHALL NOT_SELL A PUT OPTION UNLESS I TS

OBLI GATI ONS UNDER SUCH PUT OPTI ON ARE FULLY SECURED BY A DEPGSI T

BY THE COVPANY W TH A BANK OR OTHER CUSTODI AN OF CASH OR CASH

EQUI VALENTS;

(I11)y A COWANY SHALL NOT PURCHASE AS OPEN NG TRANSACTI ONS

UNDER THIS CLAUSE (9) MORE THAN TEN PERCENTUM (10% OF THE

EXCESS OF I TS CAPI TAL _AND SURPLUS OVER THE M NI MUM REQUI REMENTS

OF A NEW STOCK OR MJUTUAL COVPANY TO QUALIFY FOR A CERTI FI CATE OF

AUTHORITY TO WRITE THE KIND OF | NSURANCE VWH CH THE COVPANY | S

AUTHORI ZED TO WRI TE; AND

(1V)  THE I NSURANCE COWM SSI ONER MAY PROMULGATE REASONABLE

RULES AND REGULATI ONS FOR TRANSACTI ONS UNDER THI S CLAUSE (9), TO

I NCLUDE, BUT NOT BE LIMTED TO, RULES AND REGULATI ONS VHI CH
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| MPOSE FI NANCI AL SOLVENCY STANDARDS, VALUATI ON STANDARDS AND

REPORTI NG REQUI REMENTS.

(10) OPTIONS OR FUTURES CONTRACTS TRADED I N MARKETS

REGULATED UNDER THE LAWS OF THE UNI TED STATES OR BY AN ACGENCY

THEREOCF AND OTHER CONTRACTS OR | NSTRUVENTS FOR THE PURPOSE OF

REDUCI NG THE I NSURER S ECONOM C RISK I N CONNECTI ON W TH

POTENTI AL CHANGES IN THE VALUE OF SPECI FI CALLY | DENTI FI ED ASSETS

VWH CH THE | NSURER OMNS OR COULD REASONABLY EXPECT TO ACQUI RE OR

SPECI FI CALLY I DENTIFIED LIABILITIES WH CH THE | NSURER HAS OR

REASONABLY EXPECTS TO I NCUR. THE AGGREGATE COST OF | NVESTMENTS

HELD UNDER THI S CLAUSE SHALL NOT_EXCEED FI VE PERCENTUM (5% OF

THE COVPANY' S ADM TTED ASSETS. THE | NSURANCE COVM SSI ONER SHALL

PROVULGATE REASONABLE RULES AND REGULATI ONS FOR TRANSACTI ONS

UNDER THIS CLAUSE, TO INCLUDE, BUT NOT LIMTED TO _RULES AND

REGULATI ONS VHI CH | MPOSE_FI NANCI AL SOLVENCY STANDARDS, VALUATI ON

STANDARDS AND REPORTI NG REQUI REMENTS.

(11) LENDI NG OF SECURITIES, REPURCHASE AGREEMENTS AND

REVERSE REPURCHASE AGREEMENTS.

(1) DEFI NI TI ONS:

(A) "LENDI NG OF SECURITI ES" MEANS AN | NVESTMENT OTHER THAN A

REPURCHASE AGREEMENT, WHEREBY AN AGREEMENT |'S ENTERED | NTO VWHI CH

TRANSFERS OMNERSHI PRI GHTS AND POSSESSI ON OF SECURI TI ES TO THE

BORRONER OF SUCH SECURI TI ES W TH THE AGREENMENT PROVI DI NG FOR A

RETURN OF OMNERSHI PRI GHTS AND POSSESSI ON OF THE SECURITI ES TO

THE LENDER AT A SPECI FI ED DATE OR UPON DENMAND.

(B) "REPURCHASE AGREEMENT" MEANS A BI LATERAL AGREEMENT

VWHEREBY A COMPANY PURCHASES SECURI TI ES W TH A RELATED AGREENMENT

THAT THE SELLER W LL PURCHASE OR REPURCHASE AT A SPECI FI ED PRI CE

THE EQUI VALENT OR SIM LAR SECURITIES WTH N A SPECI FI ED PERI CD

OF TI ME OR ON DEMAND.
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10
11
12
13
14
15
16
17
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19
20
21
22
23
24
25
26
27
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(© "REVERSE REPURCHASE AGREEMENT" MEANS A BI LATERAL

AGREEMENT WHEREBY A COVPANY (1) SELLS SECURITIES WTH A RELATED

AGREEMENT TO PURCHASE OR REPURCHASE AT A SPECI FIED PRI CE THE

EQUI VALENT OR SIM LAR SECURITIES WTH N A SPECI FI ED PERI CD OF

TIVE OR UPON DEVMAND, OR (11) BORROAS FUNDS AND TRANSFERS

SECURITIES TO THE LENDER WTH A RELATED AGREEMENT THAT

EQUI VALENT OR SIM LAR SECURITIES WLL BE RETURNED TO THE COVPANY

UPON REPAYMENT OF THE LOAN WTHI N A SPECI FI ED PERIGD OF_TI ME OR

(1) LENDI NG OF SECURITI ES, REPURCHASE AGREEMENTS AND

REVERSE REPURCHASE AGREEMENTS TRANSACTI ONS ARE AUTHORI ZED ON THE

FOLLOW NG CONDI Tl ONS:

(A)  THE AGREEMENT FOR EACH TRANSACTI ON OR THE NMASTER

AGREEMENT FOR A SERIES OF TRANSACTI ONS SHALL BE REDUCED TO

(B) SECURITIES ACQUI RED BY A COVPANY OWNED SUBJECT TO

REACQUI SI TI ON PURSUANT _TO AN OUTSTANDI NG REPURCHASE AGREENMENT

MAY NOT_ BE SOLD PURSUANT TO A REVERSE REPURCHASE AGREEMENT NOR

LENT_PURSUANT _TO A LENDI NG OF SECURI TI ES AGREENENT.

CONS| DERATI ON, _ OR COLLATERAL, RECEI VED FROM A REVERSE REPURCHASE

AGREEMENT OR LENDI NG OF SECURI TI ES AGREEMENT MAY BE USED TO

ACQUI RE SECURI TI ES WHI CH ARE EQUI VALENT OR SIM LAR TO THE

SECURI TI ES TRANSFERRED PURSUANT TO SUCH REPURCHASE AGREEMENT OR

LENDI NG OF SECURI TI ES AGREEMENT; HOWEVER, SUCH ACQUI RED

SECURI TI ES MAY _NOT_BE SOLD PURSUANT TO A REVERSE REPURCHASE

AGREEMENT NOR LENT PURSUANT TO A LENDI NG OF SECURI TI ES

AGREEMENT.

(©_ A COWANY IS LIMTED TO NO MORE THAN TWO PERCENTUM (2%

OF ITS ADM TTED ASSETS BEI NG SUBJECT TO LENDI NG OF SECURI TI ES,

REPURCHASE AGREEMENTS OR REVERSE REPURCHASE AGREEMENTS
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TRANSACTI ONS OUTSTANDI NG W TH ANY ONE BUSI NESS ENTI TY UNDER THI S

(D) A COVPANY NMAY ENGAGE IN LENDING I TS SECURI TI ES OR

REPURCHASE OR REVERSE REPURCHASE AGREEMENTS UP TO FORTY

PERCENTUM (40% OF I TS ADM TTED ASSETS: PROVI DED, HOWEVER, THAT

SUCH TRANSACTI ONS ARE FULLY COLLATERALI ZED.

(E) THE | NSURANCE COVM SSI ONER NMAY PROMULGATE REASONABLE

RULES AND REGULATI ONS FOR | NVESTMENTS AND TRANSACTI ONS UNDER

THI'S SECTIQON, TO INCLUDE, BUT NOT BE LIMTED TO,  RULES AND

REGULATI ONS VHI CH | MPGSE_FI NANCI AL SOLVENCY STANDARDS, VALUATI ON

STANDARDS AND REPORTI NG REQUI REMENTS.

(12) OTHER LOANS AND | NVESTMENTS:

(1) LOANS OR I NVESTMENTS NOT AUTHORI ZED BY ANY OF THE

CLAUSES OF THI S SECTION, TO AN AMOUNT NOT EXCEEDI NG THE

AGGREGATE OF TWENTY PERCENTUM (20% OF SUCH COVPANY' S ADM TTED

ASSETS. THE TWENTY PERCENTUM (20% LI M TATI ON PROVI DED ABOVE

SHALL BE | NCREASED | N THE SAME AMOUNT THAT | NVESTMENTS APPROVED

BY THE | NSURANCE COMM SSI ONER ARE MADE | N THE FOLLOW NG

CATEGORI ES OF | NVESTMENTS PROVI DED THAT THEI R PRI NCI PAL

OPERATI ONS OR LOCATI ONS ARE LOCATED IN TH S COMVONVEAL TH:

(A) I NVESTMENTS I N VENTURE CAPITAL LI M TED PARTNERSHI PS OR

N NEW AND YOUNG SVALL BUSI NESSES VWH CH ARE MAKI NG AN I NI TI AL

PUBLI C OFFERI NG OF SECURITIES OR UTILIZING A LIM TED PRI VATE

PLACEMENT.

(B) I NVESTMENTS I N M NORI TY- OANED- AND- OPERATED BUSI NESSES AS

DOM CILES | N PENNSYLVANIA, AS PROVIDED IN THE ACT OF JULY 22,

1974 (P.L.598, NO 206), KNOMW AS THE "PENNSYLVANIA M NORI TY

BUSI NESS DEVELOPMENT AUTHORITY ACT. "

(©) I NVESTMENTS I N BUSI NESSES LOCATED | N ENTERPRI SE ZONES

DES| GNATED BY THE DEPARTMENT OF COVMUNI TY AFFAI RS.
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(D) I NVESTMENTS I N HOUSI NG FOR FAM LI ES AND PERSONS OF LOW

I NCOVE, OR I'N HOUSI NG I'N ENTERPRI SE ZONES DESI GNATED BY THE

DEPARTMENT OF COVMUNI TY AFFAI RS.

(E) I NVESTMENTS I N SEED CAPI TAL FUNDS ESTABLI SHED PURSUANT

TO THE PROVI SIONS OF THE ACT COF JULY 2, 1984 (P.L.555, NO 111),

KNOWN AS THE "SMALL BUSI NESS | NCUBATORS ACT. "

(F) I NVESTMENTS | N BUSI NESS DEVELOPMENT CREDI T CORPORATI ONS

ESTABLI SHED PURSUANT TO THE ACT OF DECEMBER 1, 1959 (P.L. 1647,

NO. 606) , KNOWN AS THE "BUSI NESS DEVELOPMENT CREDI T CORPORATI ON

(G I NVESTMENTS I N SMALL BUSI NESS | NVESTMVENT CORPORATI ONS

AND M NORITY ENTERPRI SE SMALL BUSI NESS | NVESTMENT COVPANI ES

CERTI FI ED PURSUANT_TO APPL| CABLE FEDERAL LAWS.

HONEVER, |N NO EVENT MAY THE PERCENTAGE LI M TATI ON UNDER THI S

CLAUSE (12) EXCEED THE AGGREGATE COF TWENTY- FI VE PERCENTUM (25% .

(1) FOR EACH ONE- HALF PERCENTUM (.5% OF SUCH COVPANY' S

ADM TTED ASSETS | NVESTED I N CATEGORIES (A) THROUGH (G OF

SUBCLAUSE (1) COF THIS CLAUSE VWHOSE PRI NCI PAL OPERATI ONS OR

LOCATI ONS ARE LOCATED IN TH'S COMVONVEALTH, | NVESTMENTS UNDER

OTHER CLAUSES OF THI S SECTI ON MAY EXCEED THE VOLUME LI M TATI ONS

SET_FORTH IN SUCH OTHER CLAUSES BY AN AGGREGATE OF TWO AND ONE-

HALF PERCENTUM (2.5% OF THE COVPANY' S ADM TTED ASSETS, BUT IN

NO EVENT NMAY SUCH EXCESS | NVESTMENTS EXCEED A MAXI MUM CF FI VE

PERCENTUM (5% OF ADM TTED ASSETS; HOWEVER, SUCH EXCESS

I NVESTMENTS SHALL BE CHARCGED AGAINST THE LI M TATI ON ESTABLI SHED

IN SUBCLAUSE (1) OF THI S CLAUSE.

(1I'1) THE 1 NSURANCE COVM SSI ONER SHALL PROMULGATE REASONABLE

RULES AND REGULATI ONS FOR TRANSACTI ONS UNDER THI S CLAUSE, TO

I NCLUDE, BUT NOT LIMTED TO RULES AND REGULATI ONS WHI CH | MPOSE

FI NANCI AL SOLVENCY STANDARDS, VALUATI ON STANDARDS AND REPORTI NG
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REQUI REMENTS.

(B) NO SUCH COVPANY SHALL LEND ANY OF I TS FUNDS ON PERSONAL

SECURI TY EXCEPT A LOAN FOR DEFRAYING IN WVHOE OR IN PART, THE

EXPENSES OF AN EMPLOYE TRANSFERRED OR ABOUT TO BE TRANSFERRED TO

A NEW PLACE OF EMPLOYMENT W TH SUCH COMVPANY.

(G ANY SUCH COVPANY NAY, W TH THE APPROVAL OF I TS BOARD OF

DI RECTORS, ACQUIRE, RETAIN, CANCEL OR DI SPOSE OF SHARES CF I TS

OMN_CAPI TAL STOCK, PROVI DED THAT:

(1)  NO SUCH COVPANY SHALL ACQUI RE SUCH STOCK W THOUJUT THE

PRI OR APPROVAL OF THE | NSURANCE COVM SS|I ONER.

(2)  NO SUCH COVPANY SHALL EFFECT A REDUCTION IN ITS CAPI TAL

STOCK W THOUT COVPLYI NG W TH THE APPLI CABLE PROVI SI ONS OF LAW

(3)  NO SUCH COVPANY SHALL DI RECTLY OR I NDI RECTLY VOTE SHARES

OF ITS OMN STOCK HELD BY IT.

SECTI ON 518-D. VALUATI ON OF | NVESTMENTS. --(A) I NVESTMENTS

SHALL BE VALUED I N ACCORDANCE W TH THE PUBLI SHED VALUATI ON

STANDARDS OF THE NATI ONAL ASSOCI ATI ON OF_| NSURANCE

COW SSI ONERS. SECURI TI ES | NVESTMENTS AS TO VWHI CH THE NATI ONAL

ASSCOCI ATI ON OF | NSURANCE COWM SSI ONERS HAS NOT PUBLI SHED

VALUATI ON STANDARDS IN I'TS VALUATION OF SECURITIES MANUAL OR I TS

SUCCESSOR PUBLI CATI ON SHALL BE VALUED AS FOLLONE:

(1) ANY I NVESTMENT BY ANY | NSURER THAT IS NOT VALUED BY

STANDARDS PUBLI SHED BY THE NATI ONAL ASSOCI ATI ON OF | NSURANCE

COW SSI ONERS SHALL, AT THE TIME OF ACQUISITION, BE SUBM TTED TO

THE NATI ONAL _ASSOCI ATI ON OF | NSURANCE COWM SSI ONERS FOR

EVALUATI ON.

(2) OTHER SECURI TIES | NVESTMENTS SHALL BE VALUED | N

ACCORDANCE W TH REGULATI ONS PROVMULGATED BY THE | NSURANCE

COW SSI ONER PURSUANT_TO SUBSECTION (D) OF THI' S SECTI ON.

(B) OTHER | NVESTMENTS, | NCLUDI NG REAL PROPERTY, SHALL BE

19890H1104B2899 - 12 -



© 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

VALUED | N ACCORDANCE W TH REGULATI ONS PROMULGATED BY THE

| NSURANCE COVM SSI ONER PURSUANT TO SUBSECTION (D) COF TH' S

SECTI ON, BUT I N NO EVENT SHALL SUCH OTHER | NVESTMENTS BE VALUED

AT _MORE THAN THEI R PURCHASE PRI CE. PURCHASE PRI CE FOR REAL

PROPERTY | NCLUDES CAPI TALI ZED PERVANENT | MPROVEMENTS, LESS

DEPRECI ATI ON SPREAD EVENLY OVER THE LI FE OF THE PROPERTY OR, AT

THE OPTI ON OF THE COVPANY, LESS DEPRECI ATI ON COMPUTED ON ANY

BASI S PERM TTED UNDER THE UNI TED STATES | NTERNAL REVENUE CODE OF

1954 (68A STAT. 3, 26 U.S.C. 8 1 ET SEQ ) AND REGULATI ONS

THEREUNDER. SUCH | NVESTMENTS THAT HAVE BEEN AFFECTED BY

PERVANENT DECLINES I N VALUE SHALL BE VALUED AT _NOT_ MORE THAN

THEI R MARKET VALUE.

(©) ANY I NVESTMENT, | NCLUDI NG REAL PROPERTY, NOT PURCHASED

BY A COVPANY BUT ACQUI RED I'N SATI SFACTI ON OF A DEBT OR OTHERW SE

SHALL BE VALUED I N ACCORDANCE W TH THE APPLI CABLE PROCEDURES FOR

THAT TYPE OF | NVESTMVENT CONTAINED IN TH' S SECTI ON. FOR PURPOSES

OF_APPLYI NG THE VALUATI ON PROCEDURES, THE PURCHASE PRI CE SHALL

BE DEEMED TO BE THE MARKET VALUE AT THE TIME THE | NVESTMENT | S

ACQUI RED OR IN THE CASE OF ANY | NVESTMVENT ACQUI RED | N

SATI SFACTI ON OF DEBT, THE AMOUNT OF THE DEBT, | NCLUDI NG

| NTEREST, TAXES AND EXPENSES, VW CHEVER AMOUNT | S LESS.

(D) __THE | NSURANCE COVM SSI ONER_MAY PROMULGATE RULES AND

REGULATI ONS FOR DETERM NI NG AND CALCULATI NG VALUES TO BE USED I N

FI NANCI AL STATEMENTS SUBM TTED TO THE DEPARTMENT FOR | NVESTMENTS

NOT_SUBJECT TO PUBLI SHED NATI ONAL ASSOCI ATI ON OF_ | NSURANCE

COW SSI ONERS' VALUATI ON STANDARDS.

(E) THE ELIGBILITY OF AN | NVESTMENT SHALL BE DETERM NED AS

OF THE DATE OF I TS MAKING OR ACQUI SITI ON OR THE DATE OF

COW TMENT I N THE CASE OF COVM TMENT_ TO | NVEST.

(F) TF ANY INVESTMENT IS MADE I N AN | NVESTMENT NOT_PERM TTED
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OR I'N A MANNER NOT AUTHORI ZED BY THI S ACT, THE OFFI CERS,

DI RECTORS AND TRUSTEES MAKI NG OR AUTHORI ZI NG SUCH | NVESTMENT

SHALL BE PERSONALLY LIABLE FOR ANY LOSS OCCASI ONED THEREBY.

(G NOTHING IN TH'S ACT SHALL PROHI BIT THE ACQUI SITI ON BY AN

I NSURER OF OTHER OR ADDI T1 ONAL SECURI TI ES OR PROPERTY | F

RECEI VED AS A DIVIDEND OR AS A LAWUL DI STRI BUTI ON OF ASSETS, OR

UPON A DEBT OR JUDGMENT, OR UNDER A LAWUL AND BONA FI DE

AGREEMENT OF BULK REI NSURANCE, MERGER OR CONSCOLI DATION, OR I'F

ACQUI RED BY | T THROUGH THE EXERCI SE OF WARRANTS, OPTI ONS OR

SIMLAR RIGHTS TO ACQUIRE SECURITIES RECEIVED BY IT IN

ACCORDANCE WTH THIS ACT. NOTHING IN TH' S ACT SHALL PREVENT_ ANY

I NSURER FROM ENTERI NG | NTO AN AGREEMENT FOR THE PURPOSE OF

PROTECTI NG THE | NTERESTS OF THE I NSURER I N SECURI TI ES LAWULLY

HELD BY I T, OR FOR THE PURPOSE OF RECRGANI ZATION COF A

CORPORATI ON WHI CH | SSUED SECURI TI ES SO HELD, AND FROM DEPGCSI TI NG

SUCH SECURI TITES WTH A COW TTEE OR DEPOSI TARI ES APPO NTED UNDER

SUCH AGREENMENT, NOR FROM ACCEPTI NG STOCK, BONDS OR OTHER

SECURI TI ES OR OTHER PROPERTY VWHI CH MAY BE DI STRI BUTED PURSUANT

TO ANY SUCH AGREEMENT, OR TO ANY PLAN OF REORGANI ZATI ON OR

ARRANGEMENT; AND NO PROVI SION OF THI S ACT _SHALL PREVENT ANY

I NSURER FROM ACQUI RI NG OR HOLDI NG ANY PROPERTY ACQUI RED | N

SATI SFACTI ON OF ANY DEBT PREVI OUSLY CONTRACTED, OR THAT SHALL BE

OBTAI NED BY SALE OR FORECLOSURE OF ANY SECURITY HELD BY IT. ANY

SECURI TY OR PROPERTY SO ACQUIRED VHICH | S NOT OTHERW SE AN

ELI G BLE | NVESTMENT UNDER THI S ACT SHALL BE DI SPOSED OF W THI N

FI VE (5) YEARS FROM DATE OF ACQUI SITION, UNLESS W THI N SUCH

PERI OO THE SECURI TY OR PROPERTY HAS ATTAI NED TO THE STANDARD OF

ELIGBILITY, EXCEPT THAT ANY SECURITY OR PERSONAL PROPERTY

ACQUI RED UNDER ANY AGREEMENT OF BULK REI NSURANCE, MERGER OR

CONSCL| DATI ON MAY BE RETAI NED FOR A LONGER PERIOD | F SO PROVI DED
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IN THE PLAN FOR SUCH REI NSURANCE, MERGER OR CONSOLI DATI ON. THE

COW SSI ONER MVAY GRANT FROM TI ME TO Tl ME REASONABLE EXTENSI ONS

OF THE PERIGD WTH N WHI CH AN | NSURER SHALL DI SPOSE OF ANY SUCH

PROPERTY OR SECURITY.

SECTION 3. SECTI ON 519 OF THE ACT, AMVENDED JUNE 2, 1965
(P.L.77, NO.54), |S AVENDED TO READ:

SECTI ON 519. REAL ESTATE WHI CH MAY BE [ PURCHASED] ACQUI RED,
HELD, AND CONVEYED. --[NO] A DOVESTI C STOCK FI RE, STOCK MARI NE,
OR STOCK FI RE AND MARI NE | NSURANCE COMPANY [ SHALL] MAY, DI RECTLY

OR IINDI RECTLY, ALONE OR I N COMBI NATION W TH ONE_ OR MORE OTHER

PERSONS OR ENTI TI ES (EXCEPT THAT NO DOVESTI C STOCK FI RE, STOCK

MARI NE OR STOCK FI RE_ AND MARI NE | NSURANCE COVPANY NAY

PARTI Cl PATE | N A GENERAL PARTNERSHI P), ACQUI RE BY PURCHASE,

LEASE OR OTHERW SE OR RECEI VE, HOLD, OR CONVEY REAL ESTATE,

[ EXCEPT FOR THE PURPOSE AND I N THE MANNER HEREI N SET FORTH, TO
W T] OR ANY | NTEREST THEREI N:

(A) [SUCH AS SHALL BE REQUI SI TE] REQUI RED FOR | TS CONVENI ENT
ACCOVMODATI ON | N THE TRANSACTI ON OF | TS BUSI NESS, | NCLUDI NG
RESI DENTI AL REAL ESTATE PURCHASED FROM EMPLOYES TRANSFERRED OR
ABOUT TO BE TRANSFERRED TO NEW PLACES OF EMPLOYMENT W TH SUCH
COVPANY.

(B) [SUCH AS SHALL HAVE BEEN CONVEYED] CONVEYED TO IT IN
SATI SFACTI ON OF DEBTS PREVI QUSLY CONTRACTED | N THE COURSE OF | TS
DEALI NG

(C) [SUCH AS SHALL HAVE BEEN PURCHASED] PURCHASED AT SALES
UPON JUDGMVENTS, DECREES, OR MORTGAGES, OBTAI NED OR MADE FOR
DEBTS DUE THE COVPANY, OR FOR DEBTS DUE OTHER PERSONS WHERE SAI D
COVPANY MAY HAVE LI ENS OR ENCUMBRANCES ON THE SAME, AND THE
PURCHASE | S DEEMED NECESSARY TO SAVE THE COVPANY FROM LOSS. [IT

SHALL NOT BE LAWFUL FOR ANY SUCH COVPANY TO PURCHASE OR HOLD
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REAL ESTATE | N ANY OTHER CASE OR FOR ANY OTHER PURPOSE. ANY REAL
ESTATE PURCHASED, RECEI VED, OR ACQUI RED UNDER CLAUSES (B) AND
(© OF THI'S SECTI ON, WH CH HAS BEEN HELD FOR A PERI OD OF MORE
THAN FI VE YEARS FROM THE DATE OF | TS PURCHASE, RECEIPT, OR
ACQUI SI TI ON, SHALL BE SOLD AND DI SPOSED OF WTH N A PERI CD OF
SI X MONTHS AFTER DUE NOTI CE TO THE COVMPANY FROM THE | NSURANCE
COW SSI ONER TO SELL AND CONVEY THE SAME. THE COW SSI ONER NMAY
EXTEND THE TI ME FOR SUCH DI SPOSI TI ON | F HE BELI EVES THE | NTEREST
OF THE COVPANY W LL SUFFER MATERI ALLY BY A FORCED SALE. ]

(D) REASONABLY NECESSARY FOR THE PURPOSE OF MAI NTAI NI NG OR

ENHANCI NG THE SALE VALUE COF REAL PROPERTY PREVI OUSLY ACQUI RED OR

HELD BY | T UNDER SUBSECTION (A), (B), (€ OR (F).

(E) AS AN | NVESTMENT FOR THE PRODUCTI ON OF | NCOVE OR CAPI TAL

APPRECI ATI ON, OR SO ACQUI RED FOR DEVELOPMENT, | MPROVEMENT,

MAI NTENANCE OR CONSTRUCTI ON AND MAI NTENANCE FOR SUCH | NVESTMENT

PURPGSES.
SECTI ON 4.  SECTION 602 OF THE ACT |'S REPEALED.
SECTION 5. THE ACT |'S AMENDED BY ADDI NG A SECTI ON TO READ:

SECTION 602.1. ELIEBLE | NVESTMENTS. - - EVERY DOVESTI C STOCK

CASUALTY | NSURANCE COVPANY SHALL | NVEST AND KEEP | NVESTED ALL

| TS FUNDS | N ACCORDANCE WTH THE LAWS OF THI S COMVONVEALTH

RELATI NG TO THE | NVESTMVENT OF FUNDS COF DOMESTI C STOCK FI RE,

STOCK_MARI NE OR STOCK FI RE AND MARI NE | NSURANCE COVPANI ES.

SECTI ON 6. SECTI ONS 603 AND 604 OF THE ACT ARE REPEALED.
SECTION 7. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ:
SECTI ON 604.1. REAL ESTATE VH CH MAY BE ACQUI RED, HELD AND

CONVEYED. - - NO DOVESTI C STOCK CASUALTY | NSURANCE COVPANY SHALL

ACQUI RE BY PURCHASE, LEASE OR OTHERW SE, OR RECEIVE, HOLD OR

CONVEY REAL ESTATE, OR ANY I NTEREST THEREIN EXCEPT | N ACCORDANCE

WTH THE LAWS OF TH S COVMONWEALTH RELATI NG TO REAL ESTATE THAT
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MAY BE ACQUI RED BY PURCHASE, LEASE OR OTHERW SE, OR RECEI VED

HELD, OR CONVEYED BY STOCK FIRE, OR STOCK MARINE, OR STOCK FI RE

AND MARI NE | NSURANCE COMPANI ES.

Section &£ 8. Sections 601-A, 602-A, 603-A 604-A, 605-A and <—

606- A of the act efMay 31741921 (P L-682—No-—284)—knroewr—-as—Fhe <—
tasurance—Conpany—taw-of—1921, added June 11, 1986 (P.L. 226,

No. 64), are anended to read:

Section 601-A. Definitions.--As used in this article the
foll owi ng words and phrases shall have the neanings given to
themin this section:

"Al cohol or drug abuse.” Any use of al cohol or other drugs

whi ch produces a pattern of pathol ogi cal use causing inpairnent
in social or occupational functioning or which produces
physi ol ogi cal dependency evi denced by physical tol erance or

w thdrawal . For the purposes of this act, drugs shall be defined

as addi ctive drugs and drugs of abuse |isted as schedul ed drugs

in the act of April 14, 1972 (P.L.233, No.64), known as "The

Control | ed Substance, Drug, Device and Cosnetic Act."

"Detoxification.” The process whereby an al cohol -intoxi cated

or drug-intoxicated or al cohol -dependent or drug-dependent

person is assisted, in a facility licensed by the Departnment of
Heal t h, through the period of time necessary to elimnate, by
nmet abol i c or other nmeans, the intoxicating al cohol or_ other

drugs, al cohol and other drug dependency factors or alcohol in

conmbination with drugs as determ ned by a |icensed physician,
whi | e keeping the physiological risk to the patient at a
m ni mum

"Hospital." A facility licensed as a hospital by the
Department of Health, the Department of Public Wl fare, or

operated by the Commonweal th and conducting an al coholism or

19890H1104B2899 - 17 -



© 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

drug addiction treatment program|licensed by the Departnent of

Heal t h.

"I npatient care.” The provision of nedical, nursing,
counseling or therapeutic services twenty-four hours a day in a
hospital or non-hospital facility, according to individualized
treat ment plans.

"Non- hospital facility.” A facility, licensed by the
Department of Health, for the care or treatnment of al cohol -

dependent or ot her drug-dependent persons, except for

transitional living facilities.
"Non- hospital residential care.”™ The provision of nedical,
nursi ng, counseling or therapeutic services to patients

suffering from al cohol or other drug abuse or dependency in a

residential environment, according to individualized treatnent
pl ans.

"Qut patient care." The provision of nedical, nursing,
counseling or therapeutic services in a hospital or non-hospital
facility on a regular and predetern ned schedul e, according to
i ndi vidual i zed treatnent plans.

"Partial hospitalization.” The provision of nedical,
nursi ng, counseling or therapeutic services on a planned and
regul arly schedul ed basis in a hospital or non-hospital facility

Iicensed as an al coholismor drug addiction treatnent program by

t he Departnent of Health, designed for a patient or client who
woul d benefit fromnore intensive than are offered in outpatient
treatment but who does not require inpatient care.

Section 602-A. Mandated Policy Coverages and Options.--(a)
Al'l group health or sickness or accident insurance policies
provi di ng hospital or nedical/surgical coverage and all group

subscri ber contracts or certificates issued by any entity
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subject to this act, 40 Pa.C.S. Ch. 61 (relating to hospital
pl an corporations) or Ch. 63 (relating to professional health
services plan corporations), the act of Decenber 29, 1972
(P.L.1701, No.364), known as the "Health Mintenance

Organi zation Act," or the act of July 29, 1977 (P.L.105, No. 38),
known as the "Fraternal Benefit Society Code," providing

hospi tal or nedical/surgical coverage, shall in addition to

ot her provisions required by this act include within the

coverage those benefits for al cohol or other drug abuse and

dependency as provided in sections 603-A 604-A and 605-A.

(b) The benefits specified in subsection (a) nmay be provided
t hrough a conbi nati on of such policies, contracts or
certificates.

(c) The benefits specified in subsection (a) nmay be provided
t hrough prospective paynent plans.

(d) The provisions of subsection (a) shall not apply to
Medi care or Medicaid supplenental contracts or limted coverage
acci dent and sickness policies, such as, but not limted to,
cancer insurance, polio insurance, dental care and simlar
policies as may be identified as exenpt fromthis section by the
I nsurance Conmi ssi oner.

Section 603-A. Inpatient Detoxification.--(a) Inpatient
detoxification as a covered benefit under this article shall be
provided either in a hospital or in an inpatient non-hospital
facility which has a witten affiliation agreenent with a
hospital for energency, medical and psychiatric or psychol ogi cal
support services, nmeets mninum standards for client-to-staff
ratios and staff qualifications which shall be established by

drug addiction treatnent program
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(b) The follow ng services shall be covered under inpatient
det oxi fi cati on:

(1) Lodging and dietary services.

(2) Physician, psychol ogist, nurse, certified addictions
counsel or and trained staff services.

(3) Diagnostic X-ray.

(4) Psychiatric, psychol ogical and nedical |aboratory
testing.

(5) Drugs, nedicines, equipnment use and suppli es.

(c) Treatnment under this section may be subject to a
lifetime imt, for any covered individual, of four adm ssions
for detoxification and reinbursenent per adm ssion may be
limted to seven (7) days of treatnent or an equival ent anmount.

Section 604-A. Non-hospital Residential Al cohol or Oher
Drug Services.--(a) Mninmal additional treatnment as a covered
benefit under this article shall be provided in a facility which
nmeets m ni num standards for client-to-staff ratios and staff
qual i fications which shall be established by the Ofice of Drug
and Al cohol Prograns and is appropriately licensed by the

Department of Health as an al coholismor drug addiction

treatment program Before an insured may qualify to receive
benefits under this section, a |icensed physician or |icensed
psychol ogi st nmust certify the insured as a person suffering from

al cohol or _other drug abuse or dependency and refer the insured

for the appropriate treatnent.

(b) The follow ng services shall be covered under this
secti on:

(1) Lodging and dietary services.

(2) Physician, psychol ogist, nurse, certified addictions

counsel or and trai ned staff services.
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(3) Rehabilitation therapy and counsel i ng.

(4) Famly counseling and intervention.

(5) Psychiatric, psychol ogical and nedical |aboratory tests.

(6) Drugs, nedicines, equipnment use and suppli es.

(c) The treatnent under this section shall be covered, as

required by this act, for a mnimumof thirty (30) days per year

for residential care. Additional days shall be available as

provi ded in section 605-A(d). Treatnment nay be subject to a

lifetime imt, for any covered individual, of ninety (90) days.

Section 605-A. CQutpatient Al cohol or Oher Drug Services. --

(a) Mninmal additional treatnent as a covered benefit under
this article shall be provided in a facility appropriately

addiction treatnment program Before an insured may qualify to

recei ve benefits under this section, a |licensed physician or

I i censed psychol ogi st nust certify the insured as a person

suffering fromal cohol or other drug abuse or dependency and
refer the insured for the appropriate treatnent.

(b) The follow ng services shall be covered under this
secti on:

(1) Physician, psychol ogist, nurse, certified addictions
counsel or and trained staff services.

(2) Rehabilitation therapy and counsel i ng.

(3) Fam |y counseling and intervention.

(4) Psychiatric, psychol ogical and nedical |aboratory tests.

(5) Drugs, nedicines, equipnment use and suppli es.

(c) Treatnent under this section shall be covered as
required by this act for a mninumof thirty outpatient, full-
session visits or equivalent partial visits per year. Treatnent

may be subject to alifetime |imt, for any covered individual,
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of one hundred and twenty outpatient, full-session visits or
equi val ent partial visits.

(d) In addition, treatnment under this section shall be
covered as required by this act for a mininmumof thirty separate
sessions of outpatient or partial hospitalization services per
year, which may be exchanged on a two-to-one basis to secure up
to fifteen additional non-hospital, residential alcohol
treat ment days.

Section 606-A. Deductibles, Copaynent Plans and Prospective
Pay.--(a) Reasonable deductible or copaynent plans, or both,
after approval by the Insurance Comm ssioner, may be applied to
benefits paid to or on behalf of patients during the course of

al cohol or other drug abuse or dependency treatnent. In the

first instance or course of treatnment, no deductible or
copaynent shall be |l ess favorable than those applied to simlar
cl asses or categories of treatnment for physical illness
generally in each policy.

(b) In the first instance or course of treatnment under a
prospective paynment plan, no deductible or copaynent shall be

| ess favorable than those applied to simlar classes or

categories of treatnment for physical illness generally in each
policy.
SECTI ON 9. SECTI ON 802 OF THE ACT | S REPEALED. <—

SECTI ON 10. THE ACT IS AVENDED BY ADDI NG A SECTI ON TO READ
SECTI ON 802.1. I NVESTMENT OF ASSETS. - - EVERY DOVESTI C MJTUAL

| NSURANCE COVPANY, OTHER THAN A MUTUAL LI FE | NSURANCE COMPANY,

SHALL | NVEST AND KEEP | NVESTED ALL I TS FUNDS | N ACCORDANCE W TH

THE LAWS OF TH S COVMONVWEALTH RELATI NG TO THE | NVESTMVENT OF

FUNDS OF DOVESTI C STOCK FIRE, STOCK MARI NE OR STOCK FI RE AND

MARI NE | NSURANCE COMPANI ES. PROVI DED, HOWEVER, THAT ANY MJTUAL

19890H1104B2899 - 22 -



© 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

I NSURANCE COVPANY WHI CH DOES NOT_ POSSESS A CERTI FI CATE OF

AUTHORI TY TO | SSUE NONASSESSABLE | NSURANCE POLICIES SHALL BE

PERM TTED TO I NVEST | TS FUNDS I N ASSETS SPECI FI ED I N SUBSECTI ON

(A3, (6), (N, (8, (9, (10), (11) AND (12) OF SECTION 518-C

ONLY AFTER OBTAI NING PRI OR WRI TTEN APPROVAL OF THE | NSURANCE

COVWM SSI ONER.

SECTI ON 11. SECTION 803 OF THE ACT | S REPEALED.
SECTION 12. THE ACT IS AVENDED BY ADDI NG SECTI ONS TO READ:
SECTI ON 803.1. REAL ESTATE VH CH MAY BE ACQUI RED, HELD AND

CONVEYED. - - A DOVESTI C MJTUAL | NSURANCE COVPANY, OTHER THAN A

MUTUAL LI FE | NSURANCE COVPANY, MNAY ACQUI RE BY PURCHASE, LEASE OR

OTHERW SE, OR RECEIVE, HOLD OR CONVEY REAL ESTATE, OR ANY

| NTEREST THEREIN I N ACCORDANCE WTH THE LAWS OF THI S

COMONVEALTH RELATI NG TO REAL ESTATE THAT MAY BE ACQUI RED BY

PURCHASE, LEASE OR OTHERW SE, OR RECEI VED, HELD OR CONVEYED BY

STOCK FIRE, STOCK MARINE, OR STOCK FI RE AND MARI NE | NSURANCE

COVPANI ES. MUTUAL | NSURANCE COVPANI ES WHI CH DO NOT POSSESS A

CERTI FI CATE OF_AUTHORI TY TO | SSUE NONASSESSABLE | NSURANCE

POLI G ES MAY ONLY INVEST I N SUCH REAL ESTATE NECESSARY FOR THE

CONVENI ENT_ACCOVMODATI ON OF | TS BUSI NESS, AND MAY_ NAI NTAI' N CASH

BALANCES NECESSARY FOR THE TRANSACTI ON OF | TS BUSI NESS.

SECTI ON 1008.1. ELIGE BLE | NVESTMENTS. - - EVERY RECI PROCAL _AND

| NTER- | NSURANCE EXCHANGE SHALL | NVEST AND KEEP | NVESTED ALL I TS

FUNDS | N ACCORDANCE WTH THE LAWS OF TH S COVMONWEALTH RELATI NG

TO THE | NVESTMENT OF FUNDS OF DOVESTI C STOCK FIRE, STOCK NMARI NE

OR STOCK FI RE AND MARI NE | NSURANCE COVPAN ES.

SECTI ON 1008. 2. REAL ESTATE VH CH MAY BE ACQUI RED, HELD AND

CONVEYED. - - NO RECI PROCAL AND | NTER- | NSURANCE EXCHANGE SHALL

ACQUI RE BY PURCHASE, LEASE OR OTHERW SE, OR RECEIVE, HOLD OR

CONVEY REAL ESTATE, OR ANY I NTEREST THEREIN EXCEPT | N ACCORDANCE
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WTH THE LAWS CF TH S COVMONWEALTH RELATI NG TO REAL ESTATE THAT

MAY BE ACQUI RED BY PURCHASE, LEASE OR OTHERW SE, OR RECEI VED

HELD OR CONVEYED BY STOCK FIRE, STOCK MARI NE OR STOCK FI RE AND

MARI NE | NSURANCE COMPANI ES.

SECTI ON 13. ANY | NVESTMENTS PROPERLY MADE PURSUANT TO
APPLI CABLE PROVI SIONS OF TH' S ACT PRI OR TO THE EFFECTI VE DATE OF
THI'S AVENDATORY ACT SHALL CONTI NUE AS PERM TTED | NVESTMENTS
UNDER THI S ACT.

SECTION 14. THI'S ACT IS NOT | NTENDED TO REPEAL SECTI ON 641
OF THE ACT OF MAY 17, 1921 (P.L.789, NO 285), KNOW AS THE
| NSURANCE DEPARTMENT ACT OF ONE THOUSAND NI NE HUNDRED AND
TVENTY- ONE, OR | TS APPLI CATI ON AS PROVI DED | N THE ACT OF
DECEMBER 30, 1974 (P.L.1148, NO 365), ENTI TLED "AN ACT AVENDI NG
THE ACT OF MAY 17, 1921 (P.L.789, NO 285), ENTI TLED, AS AVENDED,
' AN ACT RELATI NG TO | NSURANCE; ESTABLI SHI NG AN | NSURANCE
DEPARTMVENT; AND AMENDI NG, REVI SI NG, AND CONSOLI DATI NG THE LAW
RELATI NG TO THE LI CENSI NG, QUALI FI CATI ON, REGULATI ON,
EXAM NATI ON, SUSPENSI ON, AND DI SSOLUTI ON OF | NSURANCE COVPANI ES,
LLOYDS ASSOCI ATI ONS, RECI PROCAL AND | NTER- | NSURANCE EXCHANGES,
AND CERTAI N SOCI ETI ES AND ORDERS, THE EXAM NATI ON AND REGULATI ON
OF FI RE | NSURANCE RATI NG BUREAUS, AND THE LI CENSI NG AND
REGULATI ON OF | NSURANCE AGENTS, AND BROKERS; THE SERVI CE OF
LEGAL PROCESS UPON FOREI GN | NSURANCE COMPANI ES, ASSOCI ATI ONS OR
EXCHANGES; PROVI DI NG PENALTI ES, AND REPEALI NG EXI STI NG LAWS, '
PROHI Bl TI NG THE LI CENSI NG OF LENDI NG | NSTI TUTI ONS, PUBLI C
UTI LI TI ES AND HOLDI NG COVPANI ES EXCEPT FOR THE SALE OF CERTAI N
TYPES OF | NSURANCE. "

SECTION 15. (A) SECTION 618(B)(11) OF THE ACT OF MAY 17,
1921 (P.L.682, NO 284), KNOA AS THE | NSURANCE COMPANY LAW OF
1921, |'S REPEALED I NSOFAR AS I T IS | NCONSI STENT W TH THI S ACT.
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Seet+on—2— (B) Section 18 of the act of June 11, 1986 <—
(P.L.226, No.64), entitled "An act anending the act of My 17,
1921 (P.L.682, No.284), entitled 'An act relating to insurance;
anmendi ng, revising, and consolidating the | aw providing for the
i ncorporation of insurance conpanies, and the regulation,
supervi sion, and protection of home and foreign insurance
conpani es, Lloyds associ ations, reciprocal and inter-insurance
exchanges, and fire insurance rating bureaus, and the regul ation
and supervi sion of insurance carried by such conpani es,
associ ations, and exchanges, including insurance carried by the
State Worknen's I nsurance Fund; providing penalties; and
repealing existing laws,' further providing for investnents;
requi ri ng al cohol abuse and dependency coverage; providing civil
immunity for persons who furnish or receive information relating
to suspected fraudul ent insurance activities; creating a task

force to conduct a review of various factors used in determ ning

aut onobi | e i nsurance prem uns; and meki ng an appropriation,” is
r epeal ed.
Section 3 16. This act shall take effect as foll ows: <—
(1) The anmendnents in section £ 8 shall take effect in <—
90 days.

(2) The renmmining provisions shall take effect

i mredi ately.
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