HOUSE AMENDED

PRI OR PRI NTER S NOS. 754, 1126, 1756 PRINTER S NO. 1844

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 701 S5

| NTRODUCED BY SCANLON, MJUSTO, W LLI AMS, AFFLERBACH, SCHWARTZ,

O PAKE, REI BVAN AND DAW DA, MARCH 23, 1993

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

JANUARY 25, 1994

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, <—
FOR COVWPUTATI ON OF RESERVE LI ABI LI TY AND CERTAI N OTHER
RESERVES, FOR CERTAI N MANAGERS AND AGENTS AND FOR THE
SUSPENSI ON OF BUSI NESS.

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 COF 1921, AMENDED
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JUNE 5, 1947 (P.L.439, NO 200), IS AMENDED TO READ:

SECTI ON 103. APPLI CATION OF ACT.--(A) THE PROVI SIONS COF
TH'S ACT SHALL APPLY TO ALL COVPANI ES, ASSCCI ATI ONS, AND
EXCHANGES TRANSACTI NG ANY CLASS OF | NSURANCE BUSI NESS, TO RATI NG
ORGANI ZATI ONS AND TO ALL I NSURANCE AGENTS AND | NSURANCE BROKERS.
THE PROVI SIONS OF THI S ACT, EXCEPTI NG SECTI ONS TWO HUNDRED AND
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
Rl 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
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MAY FI RST, ONE THOUSAND ElI GAT HUNDRED AND SEVENTY-SI 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 RELId QUS

PUBLI CATION, OR | TS SUBSCRI BERS, THAT MEET ALL OF THE FOLLOW NG

CRI TERI A

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

(2) IS LIMTED TO I NDI VI DUALS WHO SEPARATELY SUBSCRI BE AND

VWHO ARE MEMBERS COF 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 WTH A WLLINGNESS TO PAY W TH SUBSCRI BERS

WTH A PRESENT FI NANCI AL OR MEDI CAL_NEED.

(4) ARRANGES FOR THE PAYMENT OF SUBSCRI BERS' FI NANCI AL OR

VEDI CAL _NEEDS BY PAYMENTS DI RECTLY FROM SUBSCRI BER TO

SUBSCRI BER.

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

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

AMONG THE SUBSCRI BERS OR BETWEEN THE SUBSCRI BERS AND THE

PUBLI CATI ON.

(6) DOES NOT USE ANY COVPENSATED AGENTS, REPRESENTATI VES OR

OTHER PERSONS TO SOLICI T OR ENROLL SUBSCRI BERS.

(7) DOES NOT_MAKE ANY DI RECT OR | NDI RECT REPRESENTATI ON THAT

I T 1S OPERATING IN A FINANCIALLY SOUND MANNER OR THAT I T HAS HAD

A SUCCESSFUL HI STORY OF MEETI NG SUBSCRI BERS' FI NANCI AL_OR

VEDI CAL NEEDS.
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(8) PROVIDES A WRITTEN MONTHLY STATEMENT TO ALL SUBSCRI BERS,

LI STING THE TOTAL DOLLAR AMOUNT OF QUALIFIED NEEDS SUBM TTED FOR

PUBLI CATI ON, AS WELL AS THE AMOUNT ACTUALLY PUBLI SHED AND

ASS| GNED FOR PAYMENT.

(9) DOES NOT _USE FUNDS PAI D BY SUBSCRI BERS FOR MEDI CAL NEEDS

TO COVER ADM NI STRATI VE COSTS.

(10) PROVIDES THE FO.LOW NG VERBATI M WRI TTEN DI SCLAI MER AS A

SEPARATE COVER SHEET FOR ANY AND ALL DOCUMENTS DI STRI BUTED BY OR

ON BEHALF OF THE EXEMPT ENTITY, | NCLUDI NG APPLI CATI ONS,

GUI DELI NES, PROMOTI ONAL OR | NFORVATI ONAL_VATERIALS AND ALL

PERI ODI C PUBLI CATI ONS:

TH'S PUBLI CATION IS NOT_AN | NSURANCE COVPANY NOR IS I T

OFFERED THROUGH AN | NSURANCE COMPANY. THI S PUBLI CATI ON

DCES NOT__GUARANTEE OR PROM SE THAT YOUR MEDI CAL BILLS

WLL BE PUBLI SHED OR ASSI GNED TO OTHERS FOR PAYMENT.

VWHETHER ANYONE CHOOSES TO PAY YOUR MEDICAL BILLS WLL BE

TOTALLY VOLUNTARY. AS SUCH, TH S PUBLI CATI ON SHOULD NEVER

BE_CONSI DERED A SUBSTI TUTE FOR | NSURANCE. WHETHER YQOU

RECEI VE ANY PAYMENTS FOR MEDI CAL EXPENSES AND WHETHER OR

NOT_THI' S PUBLI CATI ON CONTI NUES TO OPERATE, YOQU ARE ALWAYS

LI ABLE FOR ANY UNPAID BILLS.

SECTI ON 2. SECTI ON 208(E) OF THE ACT, AMENDED OR ADDED JULY
31, 1968 (P.L.763, No.239), July 9, 1976 (P.L.912, No.166) and
July 9, 1992 (P.L.434, No.91), is anended to read:

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

(e) The provisions of this section shall not apply to the
fol | ow ng:

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

19930S0701B1844 - 4 -
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(1965 P.L.1509, No.531), entitled "An act relating to,
regul ati ng, taxing, supervising and controlling the placing of
i nsurance on risks located in the Comonweal th of Pennsylvani a
with insurers not licensed to transact insurance business in
Pennsyl vania, permtting licensed insurers to afford coverage
whi ch nmay be placed with unlicensed insurers, providing fees and
penal ties, and repealing certain existing | aws."

(2) Any life insurance or annuity comnpany 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 performed in this Commonweal t h at

19930S0701B1844 - 5 -
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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

group policy [or contract is issued and delivered pursuant to
the group or blanket insurance or group annuity |laws of a
jurisdiction in which the insurer is authorized to do an

i nsurance business and in which the policyholder is domciled or
has its principal place of business or otherwi se has a bona fide

situs.] is issued to:

(A) An out-of-State trustee of a fund in another state, an

organi zation in another state or a trust or trustee of a trust

establi shed or participated in by one or nore organi zati ons in

another state, in which (state) the i nsurance supervi sory

official or agency of that state has determ ned that: the

i ssuance of the group policy or certificate is not contrary to

the best interests of the general public; the i ssuance of the

group policy or certificate would result in econoni es of

acqui sition or administration; the benefits are reasonable in

relation to the prem um charged; and, for group acci dent and

health i nsurance, the coverage is in conpliance with any

mandat ed benefit act specifically providing for coverage on

residents of this Commonweal th regardl ess of whether the group

policy is used within or outside this Conmbnweal t h.

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

(C) 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.
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(D) An association or a trust or trustee of a trust

establi shed or participated in by one or nore associ ati ons to

i nsure associ ati on menbers, spouses or dependents of nenbers:

Provi ded, however, That the associ ati on nust be organi zed or

domiciled in a state other than this Conmmonweal th, have a

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 nmay be determ ned by the | nsurance

Conmmi ssioner at his discretion.

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

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

(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

19930S0701B1844 - 7 -
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establi shed by two or nbre persons acting directly as enpl oyers

and the trustee has its principal office |located in a state

other than this Conmmbpnweal t h.

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

est abl i shed under a coll ective bargai ni ng agreenent and which is

located in a state other than this Commbnweal th

[(5.1) Transactions in this Conmonweal th, except group
credit life or group credit accident and heal th 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 Coormonwealth 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

19930S0701B1844 - 8 -
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full -time enploye acting as an i nsurance nmanager 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 |least twenty-five full-
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

commonly i nsured under ocean or wet marine fornms of policies.

. 2 II- | Ehall take effeet iH Q0 da¥ST <—
SECTION 2 3. SECTIONS 213, 214 AND 216 OF THE ACT ARE <
REPEALED.
SECTION 3 4. SECTION 301(C)(5) AND (7) AND (F) OF THE ACT, <

AVENDED FEBRUARY 28, 1982 (P.L.108, NO 38), ARE AVENDED AND THE
SECTI ON | S AVENDED BY ADDI NG A SUBSECTI ON TO READ:

SECTI ON 301. COVPUTATI ON OF RESERVE LI ABILITY.--* * *

(C) TH'S SUBSECTI ON SHALL APPLY ONLY TO POLI Cl ES AND
CONTRACTS | SSUED ON OR AFTER THE OPERATI VE DATE OF SECTI ON FOUR
HUNDRED AND TEN A ( THE STANDARD NONFORFEI TURE LAW FOR LI FE
| NSURANCE) OF AN ACT, APPROVED THE SEVENTEENTH DAY OF MAY, ONE
THOUSAND NI NE HUNDRED AND TVENTY- ONE ( PAVPHLET LAWS, S| X HUNDRED
El GHTY- TWD), AS AMVENDED, EXCEPT AS OTHERW SE PROVI DED | N
SUBPARAGRAPH (B) OF PARAGRAPH (1) AND I N PARAGRAPH (2) OF THI'S
SUBSECTI ON FOR GROUP ANNUI TY AND PURE ENDOWVENT CONTRACTS | SSUED
PRI OR TO SUCH OPERATI VE DATE.

19930S0701B1844 - 9 -
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* * %

(5) (A) |IN NO EVENT SHALL A COVPANY' S AGGREGATE RESERVES
FOR ALL LI FE | NSURANCE POLI CI ES, EXCLUDI NG DI SABI LI TY AND
ACCI DENTAL DEATH BENEFI TS, BE LESS THAN THE AGGREGATE RESERVES
CALCULATED | N ACCORDANCE W TH THE METHODS SET FORTH I N
PARAGRAPHS (3) AND (4) OF THI'S SUBSECTI ON (C), AND I N SECTI ON
303, AND THE MORTALITY TABLE OR TABLES AND RATE OR RATES OF
| NTEREST USED | N CALCULATI NG NONFORFEI TURE BENEFI TS FOR SUCH
POLI Cl ES.

(B) I N NO EVENT SHALL THE AGGREGATE RESERVES FOR ALL

POLI G ES, CONTRACTS AND CERTI FI CATES BE LESS THAN THE AGGREGATE

RESERVES DETERM NED BY THE QUALI FI ED ACTUARY TO BE NECESSARY TO

RENDER THE OPI Nl ON REQUI RED BY SUBSECTION (G .

* * %

(7) ANY SUCH COVPANY WHI CH AT ANY Tl ME SHALL HAVE ADOPTED
ANY STANDARD OF VALUATI ON PRODUCI NG GREATER AGGREGATE RESERVES
THAN THOSE CALCULATED ACCORDI NG TO THE M NIl MUM STANDARD HEREI N
PROVI DED MAY, W TH THE APPROVAL OF THE | NSURANCE COWM SSI ONER,
ADOPT ANY LONER STANDARD COF VALUATI ON, BUT NOT LOWER THAN THE
M Nl MUM HEREI N PROVI DED. HOWEVER, FOR THE PURPOSE OF THI' S

PARAGRAPH, THE HOLDI NG OF ADDI TI ONAL RESERVES PREVI OQUSLY

DETERM NED BY A QUALI FI ED ACTUARY TO BE NECESSARY TO RENDER THE

OPI Nl ON REQUI RED BY SUBSECTION (G SHALL NOT BE DEEMED TO BE THE

ADOPTI ON OF A HI GHER STANDARD OF VALUATI ON.

* * %

[(F) THE PROVISIONS OF THI'S SECTI ON FOR THE VALUATI ON OF
POLI Cl ES AND FOR PREM UM RATES SHALL NOT APPLY TO COMPANI ES OR
ASSOCI ATI ONS TRANSACTI NG BUSI NESS ON THE MUTUAL ASSESSMENT
PLAN. ]

(G (1) TH S SUBSECTI ON REQUI RING A SUBM SSI ON OF AN

19930S0701B1844 - 10 -



© 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

ACTUARI AL OPI Nl ON OF RESERVES SHALL TAKE EFFECT FOR ANNUAL

STATEMENTS FOR THE YEAR 1993.

(2) EVERY LIFE | NSURANCE COVPANY AND FRATERNAL BENEFI T

SOCI ETY DO NG BUSINESS N TH S COMVONVEALTH SHALL ANNUALLY

SUBM T THE OPINION OF A QUALI FI ED ACTUARY AS TO WHETHER THE

RESERVES AND RELATED ACTUARIAL | TEMS HELD IN SUPPORT OF THE

POLI G ES, CONTRACTS AND CERTI FI CATES SPECI FI ED BY THE | NSURANCE

COW SSI ONER BY REGULATI ON ARE COMPUTED APPROPRI ATELY, ARE BASED

ON_ASSUMPTI ONS WHI CH SATI SFY CONTRACTUAL PROVI SI ONS, ARE

CONS| STENT W TH PRI OR REPORTED AMOUNTS AND COVPLY W TH

APPLI CABLE LAWS OF TH S COVMONWEALTH.  THE | NSURANCE COVM SSI ONER

BY REGULATI ON SHALL DEFINE THE SPECIFICS OF TH S OPI Nl ON AND ADD

ANY OTHER | TEMS DEEMED TO BE NECESSARY TO I TS SCOPE.

(3) EVERY LIFE | NSURANCE COVPANY AND FRATERNAL BENEFI T

SOCI ETY, EXCEPT _AS EXEMPTED BY OR PURSUANT TO REGULATI ON, SHALL

ALSO ANNUALLY I NCLUDE I N THE OPI Nl ON REQUI RED BY PARAGRAPH (2)

OF TH' S SUBSECTI ON, AN OPI NI ON OF THE SAME QUALI FI ED ACTUARY AS

TO WVHETHER THE RESERVES AND RELATED ACTUARIAL | TEMS HELD I N

SUPPORT OF THE POLI CIES, CONTRACTS AND CERTI FI CATES SPECI FI ED BY

THE | NSURANCE COMM SSI ONER BY REGULATI ON, VWHEN CONSI DERED I N

LI GAT OF THE ASSETS HELD BY THE COVPANY OR SOCI ETY W TH RESPECT

TO THE RESERVES AND RELATED ACTUARI AL I TEMS, | NCLUDI NG BUT NOT

LIMTED TO, _THE | NVESTMENT EARNI NGS ON THE ASSETS AND THE

CONS| DERATI ONS_ANTI Cl PATED TO BE RECEI VED AND RETAI NED UNDER THE

POLI G ES, CONTRACTS AND CERTI FI CATES, NMAKE ADEQUATE PROVI Sl ON

FOR THE COMPANY OR SOCI ETY'S OBLI GATI ONS UNDER THE PALI Cl ES,

CONTRACTS AND CERTI FI CATES, I NCLUDING, BUT NOT LIMTED TO, _THE

BENEFI TS UNDER AND EXPENSES ASSOCI ATED W TH THE PQOLI Cl ES,

CONTRACTS AND CERTI FI CATES. _THE | NSURANCE COMM SSI ONER NMAY

PROVI DE BY REGULATI ON FOR A TRANSI TI ON PERI GD FOR ESTABLI SHI NG

19930S0701B1844 - 11 -
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ANY HI GHER RESERVES VWH CH THE QUALI FI ED ACTUARY NAY DEEM

NECESSARY | N ORDER TO RENDER THE OPI NI ON REQUI RED BY THI' S

PARAGRAPH.

(4) EACH OPI Nl ON REQUI RED BY PARAGRAPH (3) OF THI'S

SUBSECTI ON SHALL BE GOVERNED BY THE FOLLOW NG PROVI S| ONS:

(A) A MEMORANDUM |IN FORM AND SUBSTANCE ACCEPTABLE TO THE

I NSURANCE COWM SSI ONER AS SPECI FI ED BY REGULATI ON, SHALL BE

PREPARED TO SUPPORT EACH ACTUARI AL_OPI NI ON.

(B) I'F THE | NSURANCE COVPANY OR FRATERNAL BENEFI T SOCI ETY

FAILS TO PROVI DE A SUPPORTI NG MEMORANDUM AT THE REQUEST OF THE

I NSURANCE COVM SSI ONER W THIN A PERI CD SPECI FI ED BY REGULATI ON

OR THE | NSURANCE COWM SSI ONER DETERM NES THAT THE SUPPORTI NG

VEMORANDUM PROVI DED BY THE | NSURANCE COVPANY OR FRATERNAL

BENEFI T _SOCI ETY FAILS TO MEET THE STANDARDS PRESCRI BED BY THE

REGULATI ON OR | S OTHERW SE UNACCEPTABLE TO THE | NSURANCE

COW SSI ONER, THE | NSURANCE COWM SSI ONER VAY ENGAGE A QUALI FI ED

ACTUARY AT THE EXPENSE OF THE COMPANY OR SOCI ETY TO REVI EW THE

OPINILON AND THE BASI S FOR THE OPI NI ON AND PREPARE A IEMORANDUM

AS | S REQUI RED BY THE | NSURANCE COMM SSI ONER.

(5) EVERY OPINION SHALL BE GOVERNED BY THE FOLLOW NG

PROVI SI ONS:

(A) THE OPINION SHALL BE SUBM TTED W TH THE ANNUAL STATEMENT

REFLECTI NG THE VALUATI ON OF SUCH RESERVE LIABILITIES FOR EACH

YEAR ENDI NG ON OR AFTER DECEMBER 31, 1993.

(B) THE OPI NION SHALL APPLY TO ALL BUSI NESS | N FORCE,

I NCLUDI NG | NDI VI DUAL_AND GROUP_HEALTH AND ACCI DENT I NSURANCE, I N

FORM AND SUBSTANCE ACCEPTABLE TO THE | NSURANCE COWM SSI ONER AS

SPECI FI ED BY REGULATI ON.

(€ THE OPI NION SHALL BE BASED ON STANDARDS ADOPTED FROM

TIME TO TI ME BY THE ACTUARI AL_STANDARDS BOARD AND ON SUCH

19930S0701B1844 - 12 -
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ADDI T1 ONAL STANDARDS AS THE | NSURANCE COWM SSI ONER MVAY BY

REGULATI ON PRESCRI BE.

(D) IN THE CASE OF AN OPINION REQUI RED TO BE SUBM TTED BY A

FOREI GN OR ALI EN COMPANY OR SOCI ETY, THE | NSURANCE COWM SSI ONER

MAY ACCEPT THE OPINION FILED BY THAT COMPANY OR SOCI ETY W TH THE

| NSURANCE SUPERVI SORY OFFI Gl AL OF ANOTHER STATE | F THE | NSURANCE

COW SSI ONER DETERM NES THAT THE OPI Nl ON REASONABLY MEETS THE

REQUI REMENTS APPLI CABLE TO A COVPANY OR SOCIETY DOM CILED I N

TH' S COMVONVEALTH.

(E) EXCEPT IN CASES CF FRAUD OR WLFUL M SCONDUCT, THE

QUALI FI ED ACTUARY SHALL NOT_BE LI ABLE FOR DAMAGES TO ANY PERSON,

OTHER THAN THE | NSURANCE COVPANY OR FRATERNAL BENEFI T SOCI ETY

AND THE | NSURANCE COWM SSI ONER, FOR ANY_ ACT, ERROR, OM SSI ON,

DECI SI ON OR CONDUCT W TH RESPECT TO THE ACTUARY'S OGPl NI ON.

(F) DI SCI PLI NARY ACTI ON BY THE | NSURANCE COWM SSI ONER

AGAI NST THE COVPANY, SOCIETY OR THE QUALI FI ED ACTUARY SHALL BE

DEFI NED | N REGULATI ON BY THE | NSURANCE COMM SSI ONER.

(G ANY MEMORANDUM I'N SUPPORT OF THE OPI NI ON, AND ANY OTHER

MATERI AL_PROVI DED BY THE COVPANY OR SOCI ETY TO THE | NSURANCE

COVWM SSI ONER | N CONNECTI ON THEREW TH, SHALL BE KEPT CONFI DENTI AL

BY THE | NSURANCE COMM SSI ONER AND SHALL NOT_BE MADE PUBLI C AND

SHALL NOT BE SUBJECT TO SUBPCOENA, OTHER THAN FOR THE PURPOSE OF

DEFENDI NG AN ACTI ON SEEKI NG DAMAGES FROM ANY PERSON BY REASON OF

ANY ACTI ON REQUI RED BY THI S SECTI ON OR BY REGULATI ON PROMULGATED

HEREUNDER: PROVI DED, HOWEVER, THAT THE MEMORANDUM OR OTHER

MATERI AL MVAY OTHERW SE BE RELEASED BY THE | NSURANCE COVM SSI ONER

El THER WTH THE WRI TTEN CONSENT OF THE COMPANY OR SOCI ETY OR TO

THE AMERI CAN ACADEMY OF ACTUARI ES UPON REQUEST STATI NG THAT THE

VEMORANDUM OR OTHER MATERIAL |S REQUI RED FOR THE PURPOSE OF

PROFESSI ONAL DI SCI PLI NARY PROCEEDI NGS_AND SETTI NG FORTH

19930S0701B1844 - 13 -
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PROCEDURES SATI SFACTORY TO THE | NSURANCE COWM SSI ONER FOR

PRESERVI NG THE CONFI DENTI ALI TY OF THE MEMORANDUM OR OTHER

MATERI AL. ONCE ANY PORTI ON OF THE CONFI DENTI AL MEMORANDUM | S

CI TED BY THE COVPANY OR SOCIETY IN ITS MARKETING OR IS CI TED

BEFORE ANY GOVERNMENTAL AGENCY OTHER THAN A STATE | NSURANCE

DEPARTMENT OR | S RELEASED BY THE COVPANY OR SCOCI ETY TO THE NEWS

VEDI A, ALL PORTIONS OF THE CONFI DENTI AL MEMORANDUM SHALL NO

LONGER BE CONFI DENTI AL.

(H FOR THE PURPOSES OF THI S SUBSECTI ON, "QUALI FI ED ACTUARY"

MVEANS A MEMBER I'N GOOD STANDI NG OF THE AMERI CAN ACADEMY OF

ACTUARI ES VWHO MEETS THE REQUI REMENTS SET FORTH I N SUCH

REGULATI ON.

SECTION 4 5. SECTION 311 OF THE ACT, AMENDED DECEMBER 18,
1992 (P.L.1496, NO 177), |S AVENDED TO READ:

SECTI ON 311. COWPUTATI ON OF RESERVE AGAI NST UNPAI D LGOSSES | N
CASUALTY | NSURANCE OTHER THAN [ NON- CANCELLABLE] HEALTH AND
ACCI DENT | NSURANCE. - - THE | NSURANCE COWM SSI ONER SHALL, IN
CALCULATI NG THE RESERVE AGAI NST UNPAI D LOSSES OF ANY | NSURANCE
COVPANY, OTHER THAN LI FE | NSURANCE COVPANI ES, FOR LOSSES OTHER
THAN UNDER [ NONCANCELLABLE] HEALTH AND ACCI DENT | NSURANCE | SSUED
ON AND AFTER JANUARY FI RST, ONE THOUSAND NI NE HUNDRED FI FTY, SET
DOWN, BY CAREFUL ESTI MATE IN EACH CASE, THE LGSS LI KELY TO BE
| NCURRED AGAI NST EVERY CLAI M PRESENTED OR THAT MAY BE PRESENTED
I N PURSUANCE OF NOTI CE FROM THE | NSURED OF THE OCCURRENCE OF AN
EVENT THAT MAY RESULT IN A LOSS. THE SUM OF THE | TEMs SO
ESTI MATED SHALL BE THE TOTAL AMOUNT OF THE RESERVE. [, EXCEPT
THAT, N CREDI T | NSURANCE, FIFTY PER CENTUM CF THE PREM UMS ON
ALL CREDI T POLICIES EXPIRING | N THE MONTHS OF OCTOBER, NOVEMBER,
AND DECEMBER OF THE CURRENT YEAR, LESS THE AMOUNT OF LOSSES PAI D
ON SUCH POLI C ES, SHALL, IN ADDI TI ON THERETO, BE CHARGED | N THE
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LOSS RESERVE. ]

SECTION & 6. THE DEFI NI TION OF "1 NSOLVENCY" | N SECTI ON 503
OF THE ACT, AMENDED JUNE 17, 1986 (P.L.254, NO 67), |IS AVENDED
TO READ:

SECTI ON 503. DEFINITIONS. --THE FOLLOWN NG WORDS AND PHRASES
WHEN USED IN TH S ACT SHALL HAVE, UNLESS THE CONTEXT CLEARLY
| NDI CATES OTHERW SE, THE MEANI NGS G VEN TO THEM I N TH S SECTI ON:

* x %

"I NSCLVENCY" MEANS:

(1) FOR AN I NSURER | SSU NG ONLY ASSESSABLE FI RE | NSURANCE
POLICIES;, (1) THE INABILITY TO PAY ANY OBLI GATION W THI N THI RTY
DAYS AFTER | T BECOVES PAYABLE, OR (I1) I F AN ASSESSMENT BE MADE
WTH N TH RTY DAYS AFTER SUCH DATE, THE | NABILITY TO PAY SUCH
OBLI GATI ON THI RTY DAYS FOLLOW NG THE DATE SPECI FI ED I N THE FI RST
ASSESSMVENT NOTI CE | SSUED AFTER THE DATE OF LOSS PURSUANT TO
SECTI ON 808 OF THE ACT OF MAY 17, 1921 (P.L.682, NO 284), KNOMW
AS "THE | NSURANCE COVPANY LAW OF 1921."

(2) FOR ANY OTHER | NSURER THE I NABI LI TY TO PAY I TS
OBLI GATI ONS WHEN THEY ARE DUE, OR WHOSE ADM TTED ASSETS DO NOT
EXCEED | TS LI ABI LI TIES PLUS THE GREATER OF (1) ANY CAPI TAL AND
SURPLUS REQUI RED BY LAWFOR I TS ORGANI ZATION, OR (Il) ITS
AUTHORI ZED AND | SSUED CAPI TAL STOCK. FOR ANY | NSURER LI CENSED TO
DO BUSI NESS | N THE COMMONVEALTH AS OF THE EFFECTI VE DATE OF TH' S
ACT WH CH DOES NOT MEET THI S STANDARD, THE TERM " | NSOLVENCY"
SHALL MEAN FOR A PERI OD NOT' TO EXCEED THREE YEARS FROM THE
EFFECTI VE DATE OF THS ACT THAT IT IS UNABLE TO PAY I TS
OBLI GATI ONS WHEN THEY ARE DUE OR THAT I TS ADM TTED ASSETS DO NOT
EXCEED | TS LI ABI LI TI ES PLUS ANY REQUI RED CAPI TAL CONTRI BUTI ON
ORDERED BY THE COVWM SSI ONER UNDER PROVI SI ONS OF THE | NSURANCE
LAW
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[(3) FOR THE PURPOSES OF THI S PARAGRAPH I N DETERM NI NG THE
FI NANCI AL CONDI TI ON OF AN | NSURER SUCH ASSETS SHALL BE
CONS|I DERED TO BE ADM TTED AS ARE OMNED BY THE | NSURER AND WHI CH
CONSI ST OF: (1) CASH IN THE POSSESSI ON OF THE I NSURER, CR I N
TRANSI T UNDER | TS CONTROL, AND | NCLUDI NG THE TRUE BALANCE OF ANY
DEPOSI T I N A SOLVENT BANK OR TRUST COVPANY; (11) | NVESTMENTS,
SECURI TI ES, PROPERTI ES AND LOANS ACQUI RED OR HELD | N ACCORDANCE
WTH TH' S ACT, AND I N CONNECTI ON THEREW TH THE FOLLOW NG | TEMS:
(A) I NTEREST DUE OR ACCRUED ON ANY BOND CR EVI DENCE OF
| NDEBTEDNESS WHI CH |'S NOT | N DEFAULT AND VWHI CH | S NOT VALUED ON
A BASI S | NCLUDI NG ACCRUED | NTEREST, (B) DECLARED AND UNPAI D
DI VI DENDS ON STOCK AND SHARES, UNLESS SUCH AMOUNT HAS OTHERW SE
BEEN ALLOVWED AS AN ASSET, (C) | NTEREST DUE OR ACCRUED UPON A
COLLATERAL LOAN I'N AN AMOUNT NOT TO EXCEED ONE YEAR S | NTEREST
THEREON, (D) | NTEREST DUE OR ACCRUED ON DEPGCSI TS I N SOLVENT
BANKS AND TRUST COVPANI ES, AND | NTEREST DUE OR ACCRUED ON OTHER
ASSETS, |IF SUCH I NTEREST IS IN THE JUDGVENT OF THE COVWM SSI ONER
A COLLECTI BLE ASSET, (E) | NTEREST DUE OR ACCRUED ON A MORTGAGE
LOAN, I N AN AMOUNT NOT EXCEEDI NG I N ANY EVENT THE AMOUNT, |F
ANY, OF THE EXCESS OF THE VALUE OF THE PROPERTY LESS DELI NQUENT
TAXES THEREON OVER THE UNPAI D PRI NClI PAL, BUT I N NO EVENT SHALL
| NTEREST ACCRUED FOR A PERI OD | N EXCESS OF TWELVE MONTHS BE
ALLONED AS AN ASSET, (F) RENT DUE OR ACCRUED ON REAL PROPERTY | F
SUCH RENT I'S NOT | N ARREARS FOR MORE THAN THREE MONTHS, AND RENT
MORE THAN THREE MONTHS | N ARREARS | F THE PAYMENT OF SUCH RENT BE
ADEQUATELY SECURED BY PROPERTY HELD I N THE NAME OF THE TENANT
AND CONVEYED TO THE | NSURER AS COLLATERAL, (G THE UNACCRUED
PORTI ON OF TAXES PAI D PRIOR TO THE DUE DATE ON REAL PROPERTY;
(1'11) PREM UM NOTES, POLICY LOANS, AND OTHER POLI CY ASSETS AND
LI ENS ON PCLI Cl ES AND CERTI FI CATES OF LI FE | NSURANCE AND ANNUI TY
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CONTRACTS AND ACCRUED | NTEREST THEREQN, | N AN AMOUNT NOT

EXCEEDI NG THE LEGAL RESERVE AND OTHER POLI CY LI ABI LI TI ES CARRI ED
ON EACH I NDI VI DUAL PCLI CY; (1V) THE NET AMOUNT OF UNCOLLECTED
AND DEFERRED PREM UMS AND ANNUI TY CONSI DERATION I N THE CASE OF A
LI FE I NSURER, (V) PREM UMS I N THE COURSE OF COLLECTI ON, OTHER
THAN FOR LI FE | NSURANCE, NOT MORE THAN THREE MONTHS PAST DUE,
LESS COW SSI ONS PAYABLE THEREON. THE FOREGO NG LI M TATI ON SHALL
NOT APPLY TO PREM UMS PAYABLE DI RECTLY OR | NDI RECTLY BY THE

UNI TED STATES GOVERNMVENT OR BY ANY OF | TS | NSTRUVENTALI Tl ES;

(M) I NSTALLMENT PREM UMS OTHER THAN LI FE | NSURANCE PREM UMS TO
THE EXTENT OF THE UNEARNED PREM UM RESERVE CARRI ED ON THE POLI CY
TO WHI CH SUCH PREM UMS APPLY; (VII1) NOTES AND LI KE WRI TTEN

OBLI GATI ONS NOT' PAST DUE, TAKEN FOR PREM UMS OTHER THAN LI FE

I NSURANCE PREM UMS, ON POLI CI ES PERM TTED TO BE | SSUED ON SUCH
BASI S, TO THE EXTENT OF THE UNEARNED PREM UM RESERVES CARRI ED
THEREON;, (VII11) THE FULL AMOUNT OF REI NSURANCE RECOVERABLE BY A
CEDI NG | NSURER FROM A SOLVENT REI NSURER AND VHI CH REI NSURANCE | S
AUTHORI ZED UNDER SECTI ON 319 OF THE ACT OF MAY 17, 1921
(P.L.682, NO 284), KNOMWN AS "THE | NSURANCE COVPANY LAW OF 1921";
(1'X) AMOUNTS RECEI VABLE BY AN ASSUM NG | NSURER REPRESENTI NG
FUNDS W THHELD BY A SCLVENT CEDI NG | NSURER UNDER A REI NSURANCE
TREATY; (X) DEPOSI TS OR EQUI TI ES RECOVERABLE FROM UNDERVWRI TI NG
ASSCCI ATI ONS, SYNDI CATES AND RElI NSURANCE FUNDS, OR FROM A
SUSPENDED BANKI NG | NSTI TUTI ON, TO THE EXTENT DEEMED BY THE

COW SSI ONER AVAI LABLE FOR THE PAYMENT OF LOSSES AND CLAI Ms AND
AT VALUES TO BE DETERM NED BY HHM (XlI) ELECTRONI C AND

MECHANI CAL MACHI NES CONSTI TUTI NG A DATA PROCESSI NG AND

ACCOUNTI NG SYSTEM | F THE COST OF SUCH SYSTEM | S AT LEAST TEN
THOUSAND DOLLARS ($10, 000), WHI CH COST SHALL BE AMORTI ZED | N
FULL OVER A PERI OD NOT TO EXCEED TEN CALENDAR YEARS; (XI1) ALL
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ASSETS, WHETHER OR NOT CONS|I STENT W TH THE PROVI SI ONS OF THI S
SECTI ON, AS MAY BE ALLOAED PURSUANT TO THE ANNUAL STATEMENT FORM
APPROVED BY THE COW SSI ONER FOR USE IN TH S COMVONVEALTH FOR
THE KI NDS COF | NSURANCE TO BE REPORTED UPON THEREIN, (Xl I1) OTHER
ASSETS, NOT | NCONSI STENT W TH THE PROVI SI ONS OF THI S SECTI ON,
DEEMED BY THE COW SSI ONER TO BE AVAI LABLE FOR THE PAYMENT OF
LOSSES AND CLAI M5, AT VALUES TO BE DETERM NED BY H M

THE FOLLOW NG SHALL NOT BE CONSI DERED ADM TTED ASSETS I N ANY
DETERM NATI ON OF THE FI NANCI AL CONDI TI ON OF AN I NSURER: (1) GOCD
W LL, TRADE NAMES AND OTHER LI KE | NTANG BLE ASSETS; (11)
ADVANCES (OTHER THAN PCLI CY LOANS) TO COFFI CERS, DI RECTCRS, AND
CONTROLLI NG STOCKHOLDERS, WHETHER SECURED OR NOT, AND ADVANCES
TO EMPLOYEES, AGENTS AND OTHER PERSONS ON PERSONAL SECURI TY
ONLY; (I111) STOCK OF SUCH | NSURER, OMNED BY I T, OR ANY MATERI AL
EQUI TY THEREI N OR LOANS SECURED THEREBY, OR ANY MATERI AL
PROPORTI ONATE | NTEREST | N SUCH STOCK ACQUI RED OR HELD THROUGH
THE OMNERSHI P BY SUCH | NSURER OF AN | NTEREST | N ANOTHER FI RM
CORPORATI ON OR BUSI NESS UNI'T; (1V) FURN TURE FI XTURES,
FURNI SHI NGS, SAFES, VEHI CLES, LIBRARIES, STATI ONERY, LI TERATURE
AND SUPPLI ES (OTHER THAN DATA PROCESSI NG AND ACCOUNTI NG SYSTEMS
AUTHORI ZED UNDER TI TLE 31, § 11.4, PENNSYLVANI A CODE), EXCEPT IN
THE CASE OF Tl TLE | NSURERS SUCH MATERI ALS AND PLANTS AS THE
I NSURER | S EXPRESSLY AUTHCORI ZED TO I NVEST I N SECTI ON 732(21) OF
THE ACT OF MAY 17, 1921 (P.L.682, NO 284), KNOM AS "THE
I NSURANCE COVPANY LAW OF 1921," AND EXCEPT, I N THE CASE OF ANY
I NSURER, SUCH PROPERTY VWH CH | S ACQUI RED THROUGH FORECLOSURE OF
CHATTEL MORTGAGES ACQUI RED PURSUANT TO SECTI ONS 406, 519, 604,
AND 732 OF "THE | NSURANCE COVPANY LAWCF 1921," OR VWHICH IS
REASONABLY NECESSARY FOR THE MAI NTENANCE AND OPERATI ON OF REAL
ESTATE LAWFULLY ACQUI RED AND HELD BY THE | NSURER OTHER THAN REAL
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ESTATE USED BY I T FOR HOVE OFFI CE, BRANCH OFFI CE AND SI M LAR
PURPCSES; (V) THE AMOUNT, |F ANY, BY VWH CH THE AGGREGATE BOCK
VALUE OF | NVESTMENTS AS CARRI ED I N THE LEDGER ASSETS OF THE

I NSURER EXCEEDS THE AGGREGATE VALUE THEREOF AS DETERM NED UNDER
THI'S ARTICLE.] I N DETERM NI NG THE FI NANCI AL CONDI T1 ON CF AN

I NSURER, THE | NSURANCE COVM SSI ONER SHALL CONSI DER ASSETS TO BE

ADM TTED OR NONADM TTED AS PROVI DED I N SECTI ON 320.1 OF THE ACT

OF _MAY 17, 1921 (P.L.682, NO 284), KNOM AS "THE | NSURANCE

COVPANY LAW OF 1921."

FOR PURPCSES OF THI S ARTI CLE "LI ABI LI TI ES* SHALL | NCLUDE BUT
NOT BE LI M TED TO RESERVES REQUI RED BY STATUTE OR BY | NSURANCE
DEPARTMENT GENERAL REGULATI ONS OR SPECI FI C REQUI REMENTS | MPOSED
BY THE COW SSI ONER UPON A SUBJECT COMPANY AT THE TI ME OF
ADM SSI ON OR SUBSEQUENT THERETO, AND ANY OTHER CAPI TAL AND
SURPLUS REQUI REMENTS.

* x %

SECTION 6 7. SECTI ON 650 OF THE ACT, ADDED DECEMBER 22, 1965
(P.L.1172, NO 463), |S AMENDED TO READ:

SECTI ON 650. | NSURANCE COVMPANI ES TO CERTI FY NAMES OF
MANAGERS COR EXCLUSI VE GENERAL ACENTS. --(A) EVERY DQOVESTI C
I NSURANCE COMPANY OPERATI NG UNDER A MANAGEMENT CONTRACT OR AN
EXCLUSI VE GENERAL AGENCY AGREEMENT ENTERED | NTO AFTER THE
EFFECTI VE DATE OF TH S ACT, SHALL CERTIFY TO THE | NSURANCE
COW SSI ONER THE NAME OF THE MANAGER OR EXCLUSI VE GENERAL ACGENT,
W TH N TEN DAYS FROM THE EFFECTI VE DATE OF SAI D CONTRACT OR
AGREEMENT AND W THI N TEN DAYS AFTER THE RENEWAL OF THE LI CENSE
OF SUCH MANAGER OR EXCLUSI VE GENERAL AGENT. [ NO CERTIFICATION IS
REQUI RED FOR AN AGENT OR GENERAL AGENT VWHOSE AUTHORI TY IS
LI M TED PRI MARI LY TO PRCDUCTI ON OF | NSURANCE BUSI NESS W TH
LI M TED UNDERWRI TI NG AUTHORI TY. MANAGER OR EXCLUSI VE GENERAL
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AGENT SHALL | NCLUDE AN | NDI VI DUAL, COPARTNERSHI P OR
CORPORATI ON. ]
(B)  NOTW THSTANDI NG SUBSECTION (©), A PERSON, FIRM

PARTNERSHI P, ASSOCI ATI ON OR CORPORATI ON SUBJECT TO REGULATI ON AS

A MANAG NG GENERAL AGENT PURSUANT TO ARTICLE VITI _OF TH S ACT

SHALL NOT_ALSO BE SUBJECT TO LI CENSI NG AS A MANAGER OR EXCLUSI VE

GENERAL _AGENT.

(€ THE FO.LON NG WORDS AND PHRASES WHEN USED IN TH' S

SECTI ON SHALL HAVE, UNLESS THE CONTEXT CLEARLY | NDI CATES

OTHERW SE, THE MEANINGS G VEN TO THEM IN TH S SUBSECTI ON:

"EXCLUSI VE GENERAL AGENT" MEANS A PERSQON, FIRM PARTNERSHI P,

ASSCOCI ATI ON OR CORPORATI ON VWHI CH HAS BEEN GRANTED SOLE AUTHORI TY

TO ACT DIRECTLY OR INDI RECTLY AS AN AGENT FOR AN | NSURER W TH

RESPECT TO A SPECI FI C PORTION OF THE I NSURER S BUSI NESS OR

WTH N A SPECI FI C TERRI TORY AND VWHI CH HAS THE AUTHORI TY TO BI ND

COVERAGE ON BEHALF OF THE | NSURER AND, ElI THER SEPARATELY OR

TOGETHER W TH AFFI LI ATES, SUBAGENTS OR BROKERS, DI RECTLY OR

| NDI RECTLY PRODUCES AND UNDERWRI TES | N ANY ONE_YEAR AN AMOUNT OF

GRGSS DI RECT VWRI TTEN PREM UM EQUAL TO OR MORE THAN TVEENTY- FI VE

PER CENTUM OF THE SURPLUS AS REGARDS POLI CYHOLDERS AS REPORTED

IN THE LAST ANNUAL STATEMENT OF THE | NSURER.

"MANAGER' MEANS A PERSON, FIRM PARTNERSHI P, ASSOCI ATI ON OR

CORPORATI ON WHI CH NEGOTI ATES AND BI NDS_CEDI NG REI NSURANCE

CONTRACTS ON BEHALF OF AN | NSURER OR MANAGES ALL OR PART OF THE

I NSURANCE BUSI NESS OF AN | NSURER AND DOES NOT_ACT AS AN AGENT

FOR SUCH | NSURER.

SECTION # 8. THE DEFI NI TI ON OF "MANAG NG GENERAL AGENT" OR <—
"MA" | N SECTI ON 801 OF THE ACT, ADDED DECEMBER 18, 1992
(P.L.1496, NO. 177), 1S AMENDED TO READ:

SECTI ON 801. DEFINITIONS. --THE FOLLOWN NG WORDS AND PHRASES
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WHEN USED IN THI S ARTI CLE SHALL HAVE, UNLESS THE CONTEXT CLEARLY
I NDI CATES OTHERW SE, THE MEANI NGS G VEN TO THEM I N TH S SECTI ON:

* x %

"MANAG NG GENERAL AGENT" OR "MZA" MEANS:

(1) ANY PERSON, FIRM ASSOCI ATI ON OR CORPORATI ON WHO
NEGOTI ATES AND BI NDS CEDI NG RElI NSURANCE CONTRACTS ON BEHALF OF
AN | NSURER OR MANAGES ALL OR PART OF THE | NSURANCE BUSI NESS OF
AN | NSURER, | NCLUDI NG THE MANAGEMENT OF A SEPARATE DI VI SI ON,
DEPARTMENT OR UNDERWRI TI NG OFFI CE, AND ACTS AS AN AGENT FOR SUCH
I NSURER WHETHER KNOWN AS A MANAG NG GENERAL AGENT[, MANAGER] OR
OrHER SIM LAR TERM WHO, W TH OR W THOUT THE AUTHORI TY El THER
SEPARATELY OR TOGETHER W TH AFFI LI ATES, PRODUCES, DI RECTLY OR
I NDI RECTLY, AND UNDERWRI TES AN AMOUNT OF GRCSS DI RECT WRI TTEN
PREM UM EQUAL TO OR MORE THAN FI VE PER CENTUM OF THE
PCLI CYHOLDER SURPLUS AS REPORTED IN THE LAST ANNUAL STATEMENT OF
THE | NSURER I N ANY ONE QUARTER OR YEAR TOGETHER W TH ONE OR MORE
OF THE FOLLOW NG

(1) ADJUSTS OR PAYS CLAI M5 I N EXCESS OF AN AMOUNT DETERM NED
BY THE | NSURANCE DEPARTMENT; OR

(1'l') NEGOTI ATES REI NSURANCE ON BEHALF OF THE | NSURER.

(2) NOTW THSTANDI NG CLAUSE (1), THE FOLLOW NG PERSONS SHALL
NOT BE CONSI DERED AS MANAG NG GENERAL AGENTS FOR THE PURPOSES OF
TH S ARTI CLE:

(1) AN EMPLOYE OF THE | NSURER,

(I'') A UNITED STATES MANAGER OF THE UNI TED STATES BRANCH OF
AN ALI EN | NSURER;

(1'11) AN UNDERWRI TI NG MANAGER WHI CH, PURSUANT TO CONTRACT,
MANAGES ALL THE | NSURANCE OPERATI ONS OF THE | NSURER, |S UNDER
COMMON CONTROL W TH THE | NSURER, SUBJECT TO ARTICLE XI| OF THE
ACT OF MAY 17, 1921 (P.L.682, NO 284), KNOM AS "THE | NSURANCE
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COVPANY LAW OF 1921," AND VWHOSE COVPENSATI ON |'S NOT BASED ON THE
VOLUVE OF PREM UMS WRI TTEN;

(1'V) THE ATTORNEY- | N- FACT AUTHORI ZED BY AND ACTI NG FOR THE
SUBSCRI BERS OF A RECI PROCAL | NSURER OR | NTER- | NSURANCE EXCHANGE
UNDER PONERS OF ATTORNEY;

(V) ANY MANAGER OR EXCLUSI VE GENERAL AGENT OPERATI NG UNDER
ANY NMANAGEMENT CONTRACT OR EXCLUSI VE GENERAL AGENCY AGREEMENT
ENTERED | NTO PRI OR TO DECEMBER 22, 1965, AND THEREFOR NOT
SUBJECT TO LI CENSI NG PURSUANT TO SECTI ON 651: PROVI DED, HOWEVER,
THAT ANY SUCH MANAGEMENT CONTRACT OR EXCLUSI VE GENERAL AGENCY
AGREEMENT SHALL SUBJECT THE MANAGER OR EXCLUSI VE CGENERAL AGENT
AND THE | NSURER TO ARTICLE XIl OF THE ACT OF MAY 17, 1921
(P.L.682, NO 284), KNOMWN AS "THE | NSURANCE COVPANY LAW OF 1921":
AND FURTHER PROVI DED, THAT ANY SALE, ASSI GNMENT OR TRANSFER OF
ANY NMANAGEMENT CONTRACT OR EXCLUSI VE GENERAL AGENCY AGREEMENT,
WHETHER SAI D CONTRACT OR AGREEMENT WAS ENTERED | NTO BEFORE OR
AFTER DECEMBER 22, 1965, SHALL MAKE THE PURCHASER, ASSI GNEE OR
TRANSFEREE SUBJECT TO LI CENSI NG UNDER THI S ARTI CLE.

* x %

SECTION 8 9. SECTION 805(E) OF THE ACT, ADDED DECEMBER 18, <—
1992 (P.L.1496, NO 177), |S AVENDED TO READ:

SECTI ON 805. DUTIES OF | NSURERS. --* * *

(E) WTH N TH RTY DAYS OF ENTERI NG | NTO OR TERM NATI ON CF A
CONTRACT WTH AN M&EA, THE | NSURER SHALL PROVI DE VWRI TTEN
NOTI FI CATI ON OF SUCH APPO NTMENT OR TERM NATI ON TO THE
DEPARTMENT. NOTI CES OF APPO NTMENT OF AN MGA SHALL | NCLUDE A
STATEMENT OF DUTI ES WHI CH THE [ APPLI CANT] MGA | S EXPECTED TO
PERFORM ON BEHALF OF THE | NSURER, THE LI NES OF | NSURANCE FOR
VH CH THE [ APPLI CANT] MGA IS TO BE AUTHORI ZED TO ACT AND ANY
OTHER | NFORVATI ON THE COWM SSI ONER MAY REQUEST.
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SECTION 9 10. TH S ACT SHALL TAKE EFFECT AS FOLLOWG:

(1) THE AVENDMENT OF SECTI ON 208 OF THE ACT SHALL TAKE
EFFECT I N 90 DAYS.

(2) THE REMAI NDER OF THI S ACT SHALL TAKE EFFECT

o 0o B~ W N

| MVEDI ATELY.
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