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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 739 %5

| NTRODUCED BY M CHLOVI C, MAI ALE, HALUSKA, FLICK, FREEMAN,
Pl STELLA, RAYMOND, TI GUE, BELARDI, CAPPABI ANCA, Cl VERA,
JOHNSQON, | TKI'N, GEI'ST, BILLON TRELLO PESCI, JOSEPHS,
PRESTON AND CAW.EY, MARCH 13, 1991

REFERRED TO COVM TTEE ON | NSURANCE, MARCH 13, 1991
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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 policies issued to creditors.

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

Section 1. Section 3 of the act of May 11, 1949 (P.L.1210,
No. 367), referred to as the Goup Life Insurance Policy Law,
anended Novenber 26, 1978 (P.L.1240, No.293), is anmended 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:

(1) The debtors eligible for insurance under the policy

shall be all of the debtors of the creditor whose i ndebt edness

is repayable in instalnments, or all of any class or classes
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t hereof determ ned by conditions pertaining to the indebtedness
or to the purchase giving rise to the indebtedness. The policy
may provide that the term "debtors” shall include the debtors of
one or nore subsidiary corporations, and the debtors of one or
nore affiliated corporations, proprietors or partnerships if the
busi ness of the policyhol der and of such affiliated
corporations, proprietors or partnerships is under conmon
control through stock ownership, contract, or otherw se.

(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
which 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
the then eligible debtors elect to pay the required charges. A
policy on which no part of the premumis to be derived fromthe
col l ection of such identifiable charges nust insure all eligible
debtors, or all except any as to whom evi dence of individual
insurability is not satisfactory to the insurer.

(3) The policy may be issued only if the group of eligible
debtors is then receiving new entrants at the rate of at |east
one hundred persons yearly, or may reasonably be expected to
receive at |east one hundred new entrants during the first
policy year, and only if the policy reserves to the insurer the
right to require evidence of individual insurability if |ess
t han seventy-five per cent of the new entrants becone insured.

(4) The amount of insurance on the life of any debtor shal
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at no tinme exceed the anount owed by himwhich is repayable in
instalments to the creditor, or [sixty thousand dollars

($60, 000)] one hundred thousand dollars ($100,000), whichever is

| ess.

paynent shall reduce or extinguish the unpaid indebtedness of

1
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5 (5) The insurance shall be payable to the policyhol der. Such
6
7 the debtor to the extent of such paynent.
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Section 2. This act shall take effect in 60 days.
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