PRI OR PRI NTER S NOS. 321, 1791 PRINTER S NO. 2283

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 294 5

I NTRODUCED BY LESCOVI TZ, LaGROTTA AND OLASZ, FEBRUARY 8, 1993

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
JUNE 23, 1993

OCO~NOUITARWNE

AN ACT

Amendi ng the act of May 17, 1921 (P.L.789, No.285), entitled, as
anended, "An act relating to insurance; establishing an
i nsurance departnent; and anendi ng, revising, and
consolidating the law relating to the |icensing,
qual i fication, regulation, exam nation, suspension, and
di ssol ution of insurance conpanies, Lloyds associations,
reci procal and inter-insurance exchanges, and certain
societies and orders, the exam nation and regulation of fire
i nsurance rating bureaus, and the |icensing and regul ati on of
i nsurance agents and brokers; the service of |egal process
upon foreign insurance conpani es, associ ations or exchanges;
provi ding penalties, and repealing existing |aws," further
provi di ng for APPLI CATION OF THE ACT AND FOR group policies. <—

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
SECTION 1. SECTION 103 OF THE ACT OF MAY 17, 1921 (P.L.789, <—
NO. 285), KNOWN AS THE | NSURANCE DEPARTMENT ACT OF 1921, AMENDED
JUNE 5, 1947 (P.L.439, NO 200), IS AMENDED TO READ
SECTI ON 103. APPLI CATION OF ACT.--(A) THE PROVI SI ONS OF
TH S ACT SHALL APPLY TO ALL COVPANI ES, ASSCOCI ATI ONS, AND
EXCHANGES TRANSACTI NG ANY CLASS OF | NSURANCE BUSI NESS, TO RATI NG
ORGANI ZATI ONS AND TO ALL | NSURANCE ACGENTS AND | NSURANCE BROKERS
THE PROVI SIONS OF THI S ACT, EXCEPTI NG SECTI ONS TWO HUNDRED AND



© 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

NI NETEEN (219), THREE HUNDRED AND FI VE (305), FIVE HUNDRED AND
ONE (501), FIVE HUNDRED AND TWO (502), FIVE HUNDRED AND FOUR
(504), FIVE HUNDRED AND FI VE (505), FIVE HUNDRED AND SI X (506),
FI VE HUNDRED AND SEVEN (507), FIVE HUNDRED AND ElI GHT (508), FIVE
HUNDRED AND NI NE (509), FIVE HUNDRED AND TEN (510) AND Sl X
HUNDRED AND SEVEN (607) HERECF, SHALL NOT APPLY TO FRATERNAL
BENEFI T SOCI ETI ES, ORDERS, OR ASSOCI ATI ONS CONDUCTED NOT FOR
PROFI T, AND HAVI NG A LODGE SYSTEM W TH RI TUALI STI C FORM OF WORK
AND REPRESENTATI VE FORM OF GOVERNMENT, OR TO BENEFI CI AL OR
RELI EF ASSCCI ATI ONS CONDUCTED NOT' FOR PROFI T FORMED BY CHURCHES,
SOCI ETI ES, CLASSES, FI RV5, OR CORPORATI ONS, WTH OR W THOUT
RI TUALI STI C FORM OF WORK, THE PRI VI LEGE OF MEMBERSHI P | N WHI CH
ARE CONFI NED TO THE MEMBERS OF SUCH CHURCHES, SOCI ETIES, OR
CLASSES, AND TO MEMBERS AND EMPLOYES OF SUCH FI RM5 OR
CORPCORATI ONS.  THE PROVI SI ONS OF THI S ACT, EXCEPTI NG SECTI ONS TWD
HUNDRED AND THI RTEEN (213), TWO HUNDRED AND FOURTEEN (214), TWO
HUNDRED AND SI XTEEN (216), TWO HUNDRED AND NI NETEEN (219), FIVE
HUNDRED AND ONE (501), FIVE HUNDRED AND TWOD (502), FIVE HUNDRED
AND THREE (503), FIVE HUNDRED AND FOUR (504), FIVE HUNDRED AND
FI VE (505), FIVE HUNDRED AND SI X (506), FIVE HUNDRED AND SEVEN
(507), FIVE HUNDRED AND ElI GAT (508), FIVE HUNDRED AND NI NE
(509), AND FI VE HUNDRED AND TEN (510) HEREOF, SHALL NOT APPLY TO
DOVESTI C MUTUAL FI RE | NSURANCE COVPANI ES OF THI S COVMONWEALTH,
| NCORPORATED UNDER SPECI AL ACTS OF ASSEMBLY OR UNDER THE ACT OF
MAY FI RST, ONE THOUSAND ElI GAT HUNDRED AND SEVENTY- S| X, W TH
UNLI M TED OR LIM TED LI ABI LI TY TO ASSESSMENT FOR PAYMENT OF
EXPENSES AND OF LOSSES AND LOSS ADJUSTMENTS, SET FORTH IN THE
PCLI CY CONTRACT OR I N THE PROM SSORY NOTES ATTACHED TO SAI D
PCLI CY.

(B)  NOTHING IN TH'S ACT SHALL APPLY TO A RELI G QUS
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PUBLI CATION, OR | TS SUBSCRI BERS, THAT:

(1) 1S A NONPROFIT RELI G OUS ORGANI ZATI ON,

(2) IS LIMTED TO SUBSCRI BERS WHO ARE MEMBERS OF THE SAME

DENOM NATION OR RELI G ON, WHO HAVE THE APPROVAL OF THEI R PASTOR;

(3) ACTS AS AN ORGANI ZATI ONAL CLEARI NGHOUSE FOR | NFORNVATI ON

BETWEEN SUBSCRI BERS WHO HAVE FI NANCI AL, PHYSI CAL OR MEDI CAL

NEEDS AND SUBSCRI BERS WHO CHOOSE TO ASSI ST W TH THOSE NEEDS,

MATCHI NG SUBSCRI BERS W TH THE PRESENT ABI LI TY TO PAY WTH
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SUBSCRI BERS W TH A PRESENT FI NANCI AL OR MEDI CAL _NEED;
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(4) PAYS FOR THE SUBSCRI BERS' FI NANCI AL_OR MEDI CAL _NEEDS BY

=
=

PAYMENTS DI RECTLY FROM SUBSCRI BER TO SUBSCRI BER; AND

=
N

(5)  SUGGESTS AMOUNTS TO G VE THAT ARE VOLUNTARY AMONG THE

=
w

SUBSCRI BERS, W TH NO ASSUMPTI ON OF RI SK OR PROM SE TO PAY El THER

H
o

AMONG THE SUBSCRI BERS OR BETWEEN THE SUBSCRI BERS AND THE

=Y
(63}

PUBLI CATI ON.

Section £ 2. Section 208(e) of the act ef—May—17—1921
HPL-789—Ne-285}—knowar—as—TFhetnsurance—DbPepartrent—~Act—ot—one
thousand—ninehundred—andtwenty-one, anended or added July 31,
1968 (P.L.763, No.239), July 9, 1976 (P.L.912, No.166) and July

I N
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9, 1992 (P.L.434, No.91), is anended to read:

N
=

Section 208. Certificates of Authority To Do Business.--* *

N N
w N
*

(e) The provisions of this section shall not apply to the

N
~

fol | ow ng:

N
(63}

(1) Transactions regulated by the act of January 24, 1966

N
(e}

(1965 P.L.1509, No.531), entitled "An act relating to,

N
~

regul ati ng, taxing, supervising and controlling the placing of

N
oo

i nsurance on risks located in the Comonweal th of Pennsylvani a

N
(o]

with insurers not licensed to transact insurance business in
30 Pennsylvania, permtting licensed insurers to afford coverage
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whi ch nmay be placed with unlicensed insurers, providing fees and
penal ties, and repealing certain existing | aws."

(2) Any life insurance or annuity conpany organi zed and
operated, wi thout profit to any sharehol der or individual,
excl usively for the purpose of aiding nonprofit educational or
scientific institutions by issuing insurance and annuity
contracts only to or for the benefit of such institutions and
i ndi vi dual s engaged in the service of such institutions. Any
i nsurance conpany as described in this clause is required to
join the Life and Heal th I nsurance Guaranty Associ ati on pursuant
to the act of Novenmber 26, 1978 (P.L.1188, No.280), known as the

"Life and Heal th I nsurance Guaranty Association Act," and to
join any successor association pursuant to any simlar statute
whi ch replaces the "Life and Health I nsurance Guaranty

Associ ation Act." The assessnents for any conpany so required to
join shall be the sane as for nmenber insurers, but these
assessnments shall not apply to annuity considerations. The "Life
and Heal th I nsurance Guaranty Association Act" shall not apply
to annuity contracts issued by any insurance conpany as
described in this clause.

(3) Contracts of reinsurance.

(4) Transactions in this Commonwealth which (i) involve a
policy lawfully solicited, witten and delivered outside of this
Commonweal th covering only subjects of insurance not resident,
| ocated, or expressly to be perfornmed in this Commonweal t h at
the tinme of issuance of such policy, and (ii) are subsequent to
t he i ssuance of such policy.

(5) (i) Transactions in this Conmonweal th, except group

credit life or group credit accident and health insurance

transactions, involving group [or blanket] accident and health
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1 or life insurance policies or group annuity contracts where the
2 group policy [or contract is issued and delivered pursuant to

3 the group or blanket insurance or group annuity |aws of a

4 jurisdiction in which the insurer is authorized to do an

5 insurance business and in which the policyholder is domciled or
6 has its principal place of business or otherwi se has a bona fide
7 situs.] is issued to:

8 (A) An out-of-State trustee of a fund in another state, an
9 organization in another state or a trust or trustee of a trust
10 established or participated in by one or nore organizations in
11 another state, in which (state) the insurance supervisory

12 official or agency of that state has determined that: the

13 issuance of the group policy or certificate is not contrary to
14 the best interests of the general public; the issuance of the
15 group policy or certificate would result in econom es of

16 acquisition or admnistration; the benefits are reasonable in

17 relation to the prem um charged; and, for group accident and

18 health insurance, the coverage is in conpliance with any

19 nandated benefit act specifically providing for coverage on
20 residents of this Commonweal th regardl ess of whether the group
21 policy is used within or outside this Conmonwealth.
22 (B) An out-of-State single enployer.
23 (C© Atrustee of a fund established by any person acting
24 directly as an enployer having its principal office |ocated in a
25 state other than this Commonweal th.
26 (D) _An association or a trust or trustee of a trust
27 established or participated in by one or nore associations to
28 insure association nenbers, spouses or dependents of nenbers:
29 Provided, however, That the association nust be organized or

30 donmiciled in a state other than this Commonweal th, have a
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constitution and byl aws, be organi zed by other than an i nsurer,

be mai ntained in good faith for purposes other than that of

obt ai ni ng i nsurance, have been in active exi stence for at | east

two years, operate fromoffices other than the insurer's and be

controlled by principals other than the i nsurer's.

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

(F) Oher groups as nay be determ ned discretionally by the

| nsur ance Conmi SSi oner .

(ii) As used in this clause (5):

An "organi zati on" neans any of the foll ow ngq:

(A Any bank, retailer or other issuer which:

(1) issues a credit card, charge card or paynent card for

t he purchase of goods or services; and

(11) is issued a policy insuring holders of the card.

(B) Any bank, savings and | oan associ ation, credit union,

mut ual fund, noney market fund, stock broker or other sinmlar

financial institution which:

(1) is regulated by Federal or state |l aw, and

(11) is issued a policy insuring its depositors, account

hol ders or nenbers.

An "out-of-State single enployer" neans any person acting

directly as an enployer and has its principal office |located in

a state other than this Commpnweal t h.

An "out-of-State trustee" of a fund neans a trustee of a fund

establi shed by an insurer for two or nore enpl oyers or

establi shed by two or nbre persons acting directly as enpl oyers

and which has its principal office located in a state other than

this Conmonweal t h.

A "uni on-neqoti ated out-of-State trust"” means a trust

est abl i shed under a coll ective bargai ni ng agreenent and which is
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located in a state other than this Commbnweal t h

[(5.1) Transactions in this Conmonweal th, except group
credit life or group credit accident and health insurance
transactions, involving a group or blanket insurance policy or
group annuity contract not exenpt under the provisions of clause
(5) of this subsection, shall nonethel ess be exenpt fromthe
provi sions of this section if:

(i) they involve a group which conforns to one of the
definitions of eligibility for group coverage contained in the
| aws of this Commonweal t h; and,

(i1i) the group policy or contract is lawfully issued w thout
this Coomonwealth in a jurisdiction in which the insurer is
authorized to do an insurance busi ness. ]

It shall be the responsibility of the insurer clainmng exenption
under this subsection to denonstrate conpliance with each of the
above conditions.

(6) (i) Any insurance conmpany or underwriter issuing
contracts of insurance to industrial insureds, (ii) industrial
insureds, or (iii) contracts of insurance issued to an
i ndustrial insured: Provided, That nothing herein shall relieve
such industrial insured fromthe requirenent of conpliance with
t he applicable provisions of the act of January 24, 1966 (1965
P. L. 1509, No.531), referred to above. For purposes of this
section, an "industrial insured" is an insured (i) who procures
the insurance of any risk or risks by use of the services of a
full -time enploye acting as an i nsurance nanager or buyer or the
services of a regularly and continuously retained qualified
i nsurance consultant, (ii) whose aggregate annual prem uns for
insurance on all risks total at |east twenty-five thousand

dol lars ($25,000), and (iii) who has at |east twenty-five full-
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ti me enpl oyes.

(7) Transactions in this Commonweal th i nvolving a policy of
i nsurance issued prior to the effective date of this act.

(8) Insurance on the property and operation of railroads or
aircraft engaged in interstate or foreign commerce, insurance of
vessels, crafts or hulls, cargoes, marine builder's risks,
marine protection and indemity, |essees and charterers’

l[iability, or other risks including strikes and war risks
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commonly i nsured under ocean or wet marine fornms of policies.
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Section 2 3. This act shall take effect in 90 days.
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