SENATE AMENDED

PRI OR PRINTER S NOS. 1177, 1527 PRINTER S NO. 1985

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 105555

I NTRODUCED BY M COZZI E, SATHER, COLAlI ZZO, MELI O, COLAFELLA,

NI CKOL, GODSHALL, BAKER, SEMVEL, BATTI STO, | TKIN, YOUNGBLOCD
SERAFI NI, RAMOS AND JAMES, MARCH 25, 1997

AS AVENDED ON SECOND CONSI DERATI ON, | N SENATE, JUNE 9, 1997

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 di ng penalties, and repealing existing | aws," providing
for risk-based capital requirenents; FURTHER PROVI DI NG FOR
AGENTS AND BROKERS DEFI NI TI ONS, SOLI Cl TATI ON PENALTI ES,

LI CENSES, COVPENSATI ON PENALTI ES AND REBATES AND | NDUCEMENTS;
PROVI DI NG FOR AGENTS AND BROKERS DI SCLOSURES; FURTHER
PROVI DI NG FOR GENERAL PENALTI ES AND FOR | NSTI TUTI ONAL AGENTS
AND BROKERS; AND PROVI DI NG FOR | NSURANCE SALES BY FI NANCI AL

I NSTI TUTI ONS.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Section 1. The act of May 17, 1921 (P.L.789, No.285), known

as The Insurance Departnent Act of 1921, is anended by addi ng an

article to read:

ARTICLE V-A




1 Rl SK- BASED CAPI TAL REQUI REMENTS

2 Section 501-A. Definitions.

3 The follow ng words and phrases when used in this article

4 shall have, unless the context clearly indicates otherw se, the
5 neanings given to themin this section.

6 "Adjusted RBC report” neans an RBC report that has been

7 recalculated by the Insurance Conmi ssioner in accordance with
8 section 502-A(c).

9 "Aut hori zed control |evel event" neans one or nore of the
10 follow ng events:

11 (1) The filing of an RBC report by the insurer which

12 indicates that the insurer's total adjusted capital is greater
13 than or equal to its mandatory control |evel RBC but |ess than
14 its authorized control |evel RBC

15 (2) The notification by the Insurance Conmi ssioner to the
16 insurer of an adjusted RBC report that indicates the event in
17 paragraph (1).

18 (3) The failure of the insurer to respond, in a nmanner

19 satisfactory to the Insurance Conmi ssioner, to a corrective
20 order, provided the insurer has not challenged the corrective
21 order under section 510-A
22 (4) If the insurer has challenged a corrective order under
23 section 510-A and the I nsurance Conmi ssioner has, after a
24 hearing, rejected the challenge or nodified the corrective
25 order, the failure of the insurer to respond, in a manner
26 satisfactory to the Insurance Conmi ssioner, to the corrective
27 order subsequent to rejection or nodification by the Insurance
28 Conmi ssi oner.
29 "Conmmi ssioner” neans the |Insurance Conmi ssioner of the

30 Commonweal t h.
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"Conpany action | evel event" neans one or nore of the

foll ow ng events:

(1) The filing of an RBC report by an insurer that indicates

(i) the insurer's total adjusted capital is greater than or

equal to its requlatory action |level RBC but less than its

conpany action | evel RBC or

(ii) if alife or health insurer, the insurer has total

adjusted capital that is greater than or equal to its conpany

action |l evel RBC but | ess than the product of its authorized

control level RBC and 2.5 and has a negative trend.

(2) The notification by the | nsurance Conmi ssioner to the

i nsurer of an adjusted RBC report that indicates an event in

par agraph (1).

"Corrective order" neans an order issued by the | nsurance

Conmmi ssi oner specifying corrective actions that the | nsurance

Commi ssi oner has deternined are required under section 507-A(b).

"Departnent” means the | nsurance Departnent of the

Commpnweal t h.

"Donestic insurer" neans an insurer that is incorporated or

organi zed under the |l aws of this Conmmbpnweal t h.

"Foreign insurer" neans an insurer that is |licensed by the

| nsur ance Departnent to do business in this Conmmpbnweal th and

i ncorporated or organi zed under the laws of a jurisdiction other

than this Commonweal t h.

"Insurer"” neans life or health insurers and property or

casual ty insurers.

"Life or health insurer" nmeans a stock or nutual insurance

conpany, associ ati on or exchange |icensed by the | nsurance

Departnent to transact |life or accident and heal th i nsurance
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cover ages or both.

"Mandatory control |evel event" neans one or nore of the

foll ow ng events:

(1) The filing of an RBC report which indicates that the

insurer's total adjusted capital is |less than its nandatory

control | evel RBC

(2) Notification by the i nsurance conmi ssioner to the

i nsurer of an adjusted RBC report that indicates the event in

par agraph (1).

"NAI C' neans the Nati onal Associ ati on of | nsurance

Conmi Ssi oners or successor organi zati on.

"Negative trend" neans, with respect to a life or health

i nsurer, a decrease over a period of tine, as determned in

accordance with the Trend Test Cal cul ation included in the RBC

i nstructi ons.

"Property or casualty insurer" nmeans a stock or mnutual

i nsurance conpany, associ ati on or exchange |icensed by the

| nsurance Departnent to transact property or casualty insurance

cover ages or both.

"RBC' neans ri sk-based capital

"RBC i nstructi ons" neans the RBC report, including RBC

i nstructi ons and fornul a adopted by the NAIC as required by the

| nsur ance Conmi ssi oner under section 320(a)(2) of the act of My

17, 1921 (P.L.682, No.284), known as "The | nsurance Conpany Law

of 1921."

"RBC | evel " nmeans an insurer's conpany action | evel RBC

requl atory action | evel RBC, authorized control |evel RBC or

mandatory control | evel RBC where:

(1) "Conpany action |evel RBC' neans the product of 2.0 and

the aut horized control | evel RBC
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(2) "Requlatory action |l evel RBC' nmeans the product of 1.5

and the authorized control | evel RBC

(3) "Authorized control |evel RBC' neans the anpunt of an

i nsurer's authorized control | evel RBC cal cul ated under the RBC

formula in accordance with the RBC i nstructi ons.

(4) "Mandatory control |evel RBC' nmeans the product of .70

and the authorized control | evel RBC

"RBC pl an" neans a conprehensi ve fi nancial plan containi ng

the el enents specified in section 506-A(a).

"RBC report"” means the report required under sections 502-A

and 503-A of this article.

"Requl atory action | evel event" neans one or nore of the

foll ow ng events:

(1) The filing of an RBC report by the insurer that

i ndi cates that the insurer's total adjusted capital is qgreater

than or equal to its authorized control |evel RBC but | ess than

its requlatory action | evel RBC

(2) The notification by the | nsurance Conm ssioner to an

i nsurer of an adjusted RBC report that indicates the event in

par agraph (1).

(3) The failure of the insurer to file an RBC report by the

date required under this article unless the insurer has provi ded

an expl anation for the failure that is satisfactory to the

| nsur ance Conmi ssi oner and has cured the failure within ten days

after the date the report is required to be filed under this

article.

(4) The failure of the insurer to subnit an RBC pl an or

revised RBC plan to the | nsurance Conmi ssioner within the tine

period set forth in section 506-A(b) and (d).

(5) Notification by the | nsurance Conmi ssioner to the
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i nsurer that:

(i) the RBC plan or revised RBC plan subnitted by the

insurer is in the judgnent of the | nsurance Conm SSi oner

unsati sfactory; and

(ii) the notification constitutes a requlatory action |evel

event with respect to the insurer.

(6) Notification by the | nsurance Conmi ssioner to the

i nsurer that the insurer has failed to adhere to its RBC pl an or

revised RBC plan, but only if the failure has a substanti al

adverse effect on the ability of the insurer to elimnate the

conpany action | evel event in accordance with its RBC pl an or

revi sed RBC pl an and the | nsurance Conmi ssi oner has so stated in

the notification.

"Revi sed RBC pl an" neans an RBC plan that has been rejected

by the | nsurance Conmmi ssi oner and revised by the insurer, with

or without the | nsurance Conm Ssioner's reconmendati on.

"Total adjusted capital" neans the sum of:

(1) an insurer's statutory capital and surplus as detern ned

in accordance with the statutory accounti nqg applicable to its

annual financial statenents filed with the | nsurance Departnent;

and

(2) other itens as the RBC i nstructi ons nay provide.

Secti on 502- A RBC Reports Required; Donestic |nsurers.--(a)

Every donestic insurer shall, on or prior to each March 1

prepare and submt to the conm ssioner and to the NAIC a report

of its RBC levels as of the end of the cal endar year just ended,

in a formand containing the informati on required by the RBC

i nstructi ons.

(b) In addition, every donestic insurer shall file its RBC

report with the chief insurance regqulatory official in any
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jurisdiction in which the insurer is authorized to do busi ness,

if the chief insurance requlatory official of the jurisdiction

has notified the insurer of its request in witing, in which

case the insurer shall file its RBC report not |ater than the

| ater of:

(1) the date instructed by the chief insurance regul atory

official of the jurisdiction requesting the filing; or

(2) WNMarch 1 of the year following the end of the cal endar

vear for which the report is requested.

(c) |If a donestic insurer files an RBC report that, in the

j udgnent of the conmissioner, is inaccurate, the conm ssi oner

shall recal culate the RBC report to correct the i naccuracy and

shall notify the insurer of the anpbunt of the recal cul ati on. The

notice shall contain a statenent of the reason for the

recalculation. If, within thirty days after the notification

fromthe conm ssioner, the insurer fails to prepare and submt

to the comm ssioner and to the NAIC an adjusted RBC report to

correct the inaccuracy in accordance with the comm ssioner's

notification, the conm ssioner may enter an order calling for an

i nvestigatory hearing with no | ess than twenty days' notice to

the insurer for purposes of obtai ning additional docunentation,

data, informati on and testi nony. Followi ng the hearing, the

conmmi ssi oner shall issue a final order accepting the RBC report

as filed or the adjusted RBC report as initially recal cul ated or

with other corrections.

Secti on 503- A RBC Requirenents; Foreign Insurers.--(a) A

foreign insurer shall, upon the witten request of the

conmmi ssioner, subnmt to the comm ssioner an RBC report as of the

end of the cal endar year just ended no |later than the | ater of:

(1) the date an RBC report would be required to be filed by
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a donestic insurer under this article; or

(2) fifteen days after the request is received by the

foreign insurer.

(b)) A foreign insurer shall, upon the witten request of the

commi ssioner, subnmt to the comm ssioner a copy of an RBC pl an

that is filed with the chief insurance requl atory official of

any other jurisdiction, within fifteen days after receiving the

request fromthe conmm ssi oner.

(c) In the event of a conpany action |evel event, requl atory

action | evel event or authorized control |evel event with

respect to a foreign i nsurer as determ ned under the RBC statute

applicable in the jurisdiction of domcile of the insurer, or,

if no RBC statute is in force in that jurisdiction, under the

provisions of this article, if the chief insurance requl atory

official of the jurisdiction of domicile of the foreign insurer

fails to require the foreign insurer to file an RBC plan in the

manner specified under that state's RBC statute, or if no RBC

statute is in force in that jurisdiction, under this article,

the conm ssioner nay require the foreign insurer to file an RBC

plan with the comm ssioner. The failure of the forei gn i nsurer

to file an RBC plan with the conm ssi oner under this section

shall be grounds to order the insurer to cease and desi st from

witing new insurance business in this Commonweal th. The

conmmi ssi oner shall qgive witten notice to the foreign i nsurer,

stating specifically the nature of the grounds for the order and

fixing a time and place, at | east ten days thereafter, when a

heari ng before the conmi ssi oner regardi ng the matter shall be

(d) In the event of a nmandatory control |evel event with

respect to a foreign insurer, if no donmiciliary receiver has
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been appointed with respect to the foreign i nsurer under the

rehabilitation and |iquidation statute applicable in the

jurisdiction of domicile of the foreign insurer, the

commi ssi oner may nake application to the Conmonweal th Court

under sections 553 and 554, and the occurrence of the nmandatory

control |evel event shall be consi dered adequate grounds for the

applicati on under sections 553(a) and 554(a).

Section 504-A. Calculation of RBC Relating to Life or Health

Insurers.--(a) A life or health insurer's RBC shall be

deternmined in accordance with the fornula set forth in the RBC

i nstructi ons.

(b)Y The fornmula shall take i nto account and may adjust for

t he covari ance between the following ri sks deternmined in each

case by applying the factors in the nmanner set forth in the RBC

i nstructi ons:

(1) The risk with respect to the insurer's assets.

(2) The risk of adverse insurance experience with respect to

the insurer's liabilities and obli gations.

(3) The interest rate risk with respect to the insurer's

busi ness.

(4) Al other business risks and other relevant risks as set

forth in the RBC instructions.

Section 505-A. Calculation of RBC Relating to Property or

Casualty Insurers.--(a) A property or casualty insurer's RBC

shall be deternmined in accordance with the fornula set forth in

the RBC i nstructions.

(b)Y The fornmula shall take i nto account and may adjust for

t he covari ance between the following ri sks deternmined in each

case by applying the factors in the manner set forth in the RBC

i nstructi ons:
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(1) Asset risk.

(2) Credit risk.

(3) Underwriting risk.

(4) Al other business risks and other relevant risks as are

set forth in the RBC instructions.

Secti on 506-A. Conpany Action Level Event.--(a) |In the

event of a conpany action |evel event, the insurer shall prepare

and submt to the comm ssioner an RBC plan that shall include,

at a mninum all of the foll ow ng:

(1) Ildentification of the conditions that contri bute to the

conpany action | evel event.

(2) Proposals of corrective actions that the i nsurer intends

to take and that woul d be expected to result in the elimnm nation

of the conpany action | evel event.

(3) Projections of the insurer's financial results for the

current year and at | east the four succeedi ng years, both in the

absence of proposed corrective actions and giving effect to the

pr oposed corrective actions, including projections of statutory

operating i ncome, net incone, capital and surplus. Projections

for both new and renewal busi ness nay incl ude separate

proj ections for each major |line of busi ness and separately

identify each significant i ncone, expense and benefit conponent.

(4) ldentification of the key assunpti ons i npacting the

insurer's projections and the sensitivity of the projections to

t he assunpti ons.

(5) Ildentification of the quality of and probl ens associ at ed

with the insurer's business, including, but not limted to, its

assets, anticipated busi ness growh and associ ated surpl us

strain, extraordi nary exposure to ri sk, m x of business and use

of reinsurance, if any, in each case.

19970H1055B1985 - 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

(b) The RBC plan required under this section shall be

submtted within forty-five days after the occurrence of the

conpany action | evel event.

(c) Wthin sixty days after the subm ssion by an insurer of

an RBC plan to the conmni ssioner, the conm ssioner shall notify

the i nsurer whether the RBC plan shall be inpl enented or whet her

the RBC plan is, in the judgment of the conm SSi oner,

unsati sfactory. |If the conm ssioner deternines the RBC plan i s

unsati sfactory, the notification to the insurer shall set forth

the reasons for the determ nati on and may set forth proposed

revisions that will render the RBC plan satisfactory in the

j udgnent of the conmi ssi oner.

(d) Upon notification fromthe comm ssi oner of a

deternmination that the RBC plan is unsati sfactory, the insurer

shall prepare a revi sed RBC plan, which may i ncorporate by

ref erence any revisions proposed by the conmi ssi oner and, unl ess

t he conm ssi oner has taken acti on under subsection (e), shal

submt the revised RBC plan to the conm ssioner within forty-

five days after the notification fromthe conmm ssi oner.

(e) In the event of a notification by the conm ssioner to an

i nsurer that the insurer's RBC plan or revised RBC plan is

unsati sfactory, the conmm ssioner may specify in the notification

that the notification constitutes a requlatory acti on | evel

event or take action as necessary to place the insurer under

requl atory control under Article V.

(f) Every donestic insurer that files an RBC plan or revised

RBC plan with the comm ssi oner shall file a copy of the RBC pl an

or revised RBC plan with the chief insurance requl atory official

in any jurisdiction in which the insurer is authorized to do

busi ness if:
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(1) The jurisdiction has an RBC provision substantially

simlar to section 512-A(a) and (b).

(2) The chief insurance regqulatory official of that

jurisdiction has notified the insurer of his request for the

filing in witing, in which case the insurer shall file a copy

of the RBC plan or revised RBC plan in that jurisdiction no

| ater than the | ater of:

(i) fifteen days after the receipt of notice to file a copy

of its RBC plan or revised RBC plan with the jurisdiction; or

(ii) the date on which the RBC plan or revised RBC plan is

filed under this section.

Secti on 507-A. Reqgul atory Action Level Event.--(a) In the

event of a reqgqul atory action | evel event, the conmm ssi oner:

(1) nmay require the insurer to prepare and submt an RBC

plan or, if applicable, a revised RBC pl an;

(2) shall perform an exani nati on under Article | X or

anal ysis as the conmi ssi oner deens necessary of the assets,

liabilities and operations of the insurer, including, if

applicable, a review of its RBC plan or revised RBC pl an; and

(3) subseguent to an exani nation or anal ysis perforned under

par agraph (2), shall issue an order specifying corrective

actions as the conmi ssi oner shall deternmi ne are required.

(b) |In determ ning corrective actions, the conm SSi oner nay

take into account factors as the conm ssi oner deens rel evant

with respect to the i nsurer based upon the conni ssioner's

exan nation or analysis of the assets, liabilities and

operations of the insurer, including, but not limted to, the

results of any sensitivity tests undertaken pursuant to the RBC

i nstructi ons.

(c) The RBC plan or revised RBC plan required under this
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section shall be submtted within forty-five days after the

occurrence of the requlatory action | evel event.

(d) The conm ssioner nay retain actuaries, investnent

experts, attorneys, appraisers, certified public accountants and

ot her professionals and specialists as may be necessary in the

j udgnent of the conmi ssioner to review the insurer's RBC pl an or

revi sed RBC pl an, exanm ne or anal yze the assets, liabilities and

operations of the insurer and fornulate the correcti ve order

with respect to the insurer. The fees, costs and expenses

relating to professionals and specialists retai ned under this

section shall be charged to and paid by the affected i nsurer or

other party as directed by the conm ssi oner.

Section 508-A. Authorized Control Level Event.--In the event

of an authorized control |evel event with respect to an i nsurer,

t he conm ssi oner shall:

(1) Take such actions as are required under section 507-A

regarding an insurer with respect to which a requlatory action

| evel event has occurred.

(2) |If the conm ssioner deens it to be in the best interests

of the policyholders and creditors of the i nsurer and of the

public, take actions necessary to cause the insurer to be pl aced

under requl atory control under Article V. In the event the

conmmi ssi oner takes action under Article V, the authorized

control |evel event shall be deened sufficient grounds for the

conmmi ssioner to take that acti on.

Secti on 509- A Mandatory Control Level Event.--In the event

of a mandatory control | evel event:

(1) Wth respect to a life or health insurer, the

commi ssi oner shall take actions necessary to place the insurer

under requl atory control under sections 512 through 563. The
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mandatory control | evel event shall be deened sufficient grounds

for the comm ssioner to take acti on under section 514: however,

the conm ssioner nay forego action for up to ni nety days after

the mandatory control |evel event if the conm ssi oner finds

there is a reasonabl e expectati on that the mandatory control

| evel event may be elimnated within the ni nety-day peri od.

(2) Wth respect to a property or casualty insurer, the

commi ssi oner shall take actions necessary to place the insurer

under requl atory control under sections 512 through 563 or, in

the case of an insurer that is witing no business, may all ow

the insurer to run off its existing business under the

supervi sion of the conm ssioner. In either event, the nmandatory

control |evel event shall be deened sufficient grounds for the

conmmi ssioner to take acti on under section 514: however, the

commi ssi oner may forego action for up to ninety days after the

mandatory control | evel event if the conm ssioner finds there is

a reasonabl e expectati on that the nmandatory control |evel event

may be elimnated within the ni nety-day peri od.

Secti on 510-A. Heari ngs.--(a) The insurer shall have the

right to a confidential departnental hearing at which the

i nsurer nmay chall enge a determ nati on or action by the

conmmi ssi oner upon one or nore of the foll owi ng events:

(1) |Issuance of a final order by the conmmi ssi oner accepting

an adj usted RBC report under section 502-A(c).

(2) Notification to an insurer by the conmni ssi oner of a

corrective order with respect to the insurer.

(b)Y The insurer shall notify the comm ssi oner of the

insurer's request for a hearing under this section within five

days after the action or notification by the conm ssi oner under

subsection (a). Upon receipt of the insurer's request for a
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heari ng, the conm ssioner shall set a date for the hearing,

whi ch date shall be no | ess than ten days nor nore than thirty

days after the date of the insurer's request.

Secti on 511-A. Notices.--(a) Notices by the conmn ssioner to

an insurer which may result in requlatory action under this

article shall be effective upon dispatch if transmtted by

certified mail or any other formof delivery that insures

si gnature upon recei pt.

(b)Y Notices by the conmi ssioner to an insurer transmtted by

a formof delivery other than that provided in subsection (a)

shall be effective upon the insurer's receipt of the notice.

Section 512-A. Confidentiality; Prohibition on

Announcenents; Prohibition on Use in Ratenaking.--(a) RBC

reports, to the extent the infornmation therein is not required

to be set forth in a publicly avail abl e annual st at enent

schedul e, and RBC plans, including the results or report of any

exanm nation or analysis of an insurer perforned under this

article, and any corrective order issued by the conm ssi oner

pursuant to exam nation or analysis with respect to a donestic

i nsurer or foreign insurer that are filed with the conm ssi oner

constitute informati on that may be dannging to the insurer if

made available to its conpetitors and, therefore, shall be kept

confidential by the conmni ssi oner.

(b)Y Information described in subsection (a) shall be given

confidential treatnent, may not be subject to subpoena by any

Federal, state or other jurisdiction and nay not be nade public

by the conm ssioner or any ot her person, except to insurance or

other requlatory officials of this or other jurisdictions,

wi thout the prior witten consent of the insurer to which the

i nformati on pertains, unless the comm ssi oner determ nes to nake
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the informati on public for purposes of actions taken by the

commi ssi oner under Article V.

(c) The conparison of an insurer's total adjusted capital to

any of its RBC levels is a regulatory tool that may i ndicate the

need for possible corrective action with respect to the insurer

and is not intended as a neans to rank i nsurers generally.

Ther ef ore, except as otherw se required under the provisions of

this article, the nmaking, publishing, dissemnating, circul ating

or placing before the public or causing, directly or indirectly,

to be nmade, published, dissenmi nated, circul ated or pl aced before

the public in a newspaper, nmagazi ne or other publication or in

the formof a notice, circular, panphlet, |letter or poster or

over a radio or television station, or in any other way, an

adverti senent, announcenent or statenent containi ng an

assertion, representation or statenent with regard to the RBC

| evel s of an insurer or of a conponent derived in the

cal cul ation, by an insurer, agent, broker or other person woul d

be m sl eading and is prohi bited, provided, however, that if a

materially fal se statenent with respect to the conpari son

regarding an insurer's total adjusted capital to its RBC | evel s

or an i nappropri ate conpari son of any other anount to the

insurer's RBC levels is published in a witten publicati on and

the insurer is able to denonstrate to the comm ssioner with

substantial proof the falsity or inappropriateness of the

statenent, the insurer may publish an announcenent in a witten

publication if the sole purpose of the announcenent is to rebut

the materially fal se or i nappropri ate statenent.

(d) The RBC instructions, RBC reports, adjusted RBC reports,

RBC pl ans and revi sed RBC plans are i ntended solely for use by

the conm ssioner in nonitoring the sol vency of insurers and the
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need for possible corrective action with respect to i nsurers and

shall not be used by the comm ssi oner for ratenaking nor

consi dered or introduced as evidence in any rate proceedi ng nor

used by the conm ssioner to calculate or derive any el enents of

an appropriate premium/|evel or rate of return for any |line of

i nsurance which an insurer or any affiliate is authorized to

Secti on 513-A. Exenptions.--(a) The following insurers are

exenpt fromthis article:

(1) Monoline nortgage quaranty i nsurers.

(2) Financial guaranty insurers.

(3) Title insurers.

(b)Y A donestic property or casualty insurer that neets al

of the followi ng conditions is exenpt fromthis article unless

t he conm ssi oner nakes a specific finding that applicati on of

this article to the insurer is necessary for the conm ssioner to

carry out statutory responsibilities:

(1) Wites direct business only in this Conmbnweal t h.

(2) Wites direct annual premuns of ten mllion dollars

($10, 000, 000) or |ess or such hi gher anbunt as the conmn ssi oner

may order in five-year intervals as necessary to reflect the

i mpact of inflationary factors.

(3) Assunes no reinsurance in excess of five per centum of

direct premumwitten except for assuned rei nsurance of

busi ness directly witten in this Commonweal th if the assun ng

insurer's total annual net witten premium direct plus assuned

m nus ceded, is ten mllion dollars ($10, 000, 000) or | ess.

Section 514-A. Suppl enental Provisions; Rules.--(a) The

provisions of this article are suppl enental to any other

provi sions of the laws of this Commonweal th and shall not
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preclude or linmt any other powers or duties of the conm ssi oner

under those |laws, including, but not linmted to, Article V and

31 Pa. Code Ch. 160 (relating to standards to define insurers

deened to be in hazardous financial condition).

(b)Y The conm ssioner nay adopt requl ati ons necessary for the

i mpl enentation of this article.

Section 515-A. Additional Penalties.--An insurer that fails

to file an RBC report or adjusted RBC report within the tine

requi red under this article shall, in addition to any other

penalties provided by law, forfeit a sumnot to exceed two

hundred dol |l ars ($200) for each day during which the insurer

fails to file.
) . hi hall I ‘g ) i ™ -
SECTION 2. THE DEFI N TI ON OF "PERSON' | N SECTI ON 601 OF THE <—

ACT, AMENDED JUNE 11, 1992 (P.L.284, NO 48), IS AVENDED AND THE
SECTI ON | S AVENDED BY ADDI NG DEFI NI TI ONS TO READ:

SECTI ON 601. CERTAIN WORDS DEFI NED. --* * *

THE TERM "CUSTOVER | NFORVATION, " AS USED IN THI' S ARTI CLE,

VEANS | NDI VI DUALLY | DENTI FI ABLE | NSURANCE- RELATED | NFORVATI ON

REGARDI NG A PERSON THAT HAS BEEN DERI VED FROM A RECORD OF A

FI NANCI AL | NSTI TUTI ON RELATED TO I TS LENDI NG ACTIVITIES. SUCH

| NFORVATI ON SHALL BE LIM TED TO | NFORMATI ON CONCERNI NG THE TERMS

AND CONDI TI ONS OF | NSURANCE COVERAGE, | NSURANCE EXPI RATI ONS,

I NSURANCE CLAI MS OR | NSURANCE HI STORY OF AN I NDI VI DUAL. THE TERM

DCES NOT | NCLUDE CUSTOVER NAMES, ADDRESSES OR TELEPHONE NUVBERS.

* * %

THE TERM "FI NANCI AL I NSTI TUTION, " AS USED IN TH' S ARTI CLE,

VEANS ANY FEDERAL OR STATE- CHARTERED BANK, BANK AND TRUST

COVPANY, SAVI NGS BANK, ~SAVI NGS AND LOAN ASSOCI ATI ON, TRUST

COVPANY_OR CREDI T UNI ON.

19970H1055B1985 - 18 -



THE TERM "I NSURER, " AS USED IN THI S ARTI CLE, MEANS ANY

I NSURANCE COVPANY, ASSOCI ATI ON, EXCHANGE, HEALTH MAI NTENANCE

ORGANI ZATI ON, PREFERRED PROVI DER ORGANI ZATI ON AND PROFESSI ONAL

HEALTH PLAN CORPORATI ON.

THE TERM "PERSON, " AS USED IN TH S ARTI CLE, MEANS ANY
I NDI VI DUAL, CORPORATI ON, ASSOCI ATI ON, PARTNERSHI P, RECI PROCAL
EXCHANGE, | NTER-1 NSURER, LLOYDS | NSURER, FI NANCI AL | NSTI TUTI ON,

1
2
3
4
5 x x ok
6
7
8
9

FRATERNAL BENEFI T SOCI ETY, BENEFI Cl AL ASSCCI ATI ON AND ANY OTHER
10 LEGAL ENTITY ENGAGED I N THE BUSI NESS OF | NSURANCE, | NCLUDI NG
11 ACGENTS, BROKERS AND ADJUSTERS AND ALSO MEANS HEALTH CARE PLANS
12 AS DEFINED IN 40 PA.C.S. CHS. 61 (RELATING TO HOSPI TAL PLAN
13 CORPORATI ONS), 63 (RELATI NG TO PROFESSI ONAL HEALTH SERVI CES PLAN
14 CORPORATI ONS), 65 (RELATING TO FRATERNAL BENEFI T SOCI ETI ES) AND
15 67 (RELATING TO BENEFI Cl AL SOCI ETI ES) AND THE ACT OF DECEMBER
16 29, 1972 (P.L.1701, NO 364), KNOMN AS THE "HEALTH MAI NTENANCE
17 ORGANI ZATI ON ACT." FOR PURPOSES OF THI S ARTI CLE, HEALTH CARE
18 PLANS, FRATERNAL BENEFI T SOCI ETI ES AND BENEFI CI AL SOCI ETI ES
19 SHALL BE DEEMED TO BE ENGAGED | N THE BUSI NESS OF | NSURANCE.
20 SECTI ON 3. SECTI ONS 609 AND 622(A) OF THE ACT, AMENDED OR
21 ADDED JUNE 11, 1992 (P.L.284, NO 48), ARE AVENDED TO READ:
22 SECTI ON 609. PENALTY FOR SOLI Cl TI NG FOR NONEXI STENT
23 ENTITY.--ANY | NDI VI DUAL, AND THE OFFI CERS, MNMANAGERS, AGENTS,
24 OMERS OR REPRESENTATI VES COF AND ANY CORPORATION [OR] .
25 PARTNERSH P OR FINANCI AL INSTITUTION, OFFERING IN TH' S

26 COVWWONWEALTH TO SELL, PROCURE OR OBTAIN POLI CI ES, CERTI FI CATES,
27 AGREEMENTS, BI NDERS COR APPLI CATI ONS FOR | NSURANCE, SURETY OR
28 |INDEMNITY FOR OR ON BEHALF OF ANY SPURI QUS, FI CTI TI QUS,

29 NONEXI STENT, DI SSOLVED, | NACTI VE, LI QUI DATED, LI QUI DATI NG OR
30 BANKRUPT | NSURANCE ENTI TY, SOCI ETY OR ORDER COW TS A
19970H1055B1985 - 19 -
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M SDEMEANOR OF THE THI RD DEGREE.

SECTI ON 622. BROKERS' LI CENSES. --(A) THE | NSURANCE
DEPARTMENT MAY | SSUE TO ANY | NDI VI DUAL OR TO ANY PARTNERSHI P
[OR] ., CORPORATI ON OR FI NANCI AL I NSTI TUTI ON A LI CENSE TO ACT AS

AN | NSURANCE BROKER TO NEGOTI ATE CONTRACTS OF | NSURANCE OR
REI NSURANCE W TH ANY | NSURANCE ENTI TY OR THE APPO NTED AGENTS
THEREOF AUTHORI ZED BY LAW TO TRANSACT BUSI NESS IN THI S
COMVONVEAL TH.

* x %

SECTI ON 4. SECTION 634 OF THE ACT, AMENDED DECEMBER 30, 1974
(P.L.1047, NO 343), IS AMENDED TO READ:

SECTI ON 634. PENALTIES FOR PAYI NG OR RECEI VI NG COW SSI ON OR
COVPENSATI ON FOR | NSURI NG LI VES OF ATTORNEYS, PARTNERS, CLERKS,
SERVANTS, OR EMPLOYES.--(A) | T SHALL BE UNLAWFUL FOR ANY
PERSQN, COPARTNERSHI P, CORPORATI ON, FI NANCI AL | NSTI TUTI ON,

I NSURANCE AGENT, BROKER, SOLI Cl TOR, OR REPRESENTATI VE TO PAY OR
CAUSE TO BE PAI D ANY COWM SSI ON OR COVPENSATI ON WHATSCEVER TO
ANY ATTORNEY, PARTNER, CLERK, SERVANT, EMPLOYE, OR ANY OTHER
PERSQON, HOWSCEVER HI RED OR EMPLOYED BY OR W TH ANY | NSURED OR
ANY BENEFI CI ARY NAMED | N ANY POLI CY OF LI FE I NSURANCE. | T SHALL
BE UNLAWFUL FOR ANY ATTORNEY, PARTNER, CLERK, SERVANT, EMPLOYE,
OR ANY OTHER PERSON, HOWBOEVER H RED OR EMPLOYED BY OR W TH ANY
I NSURED OR ANY BENEFI CI ARY NAMED I N ANY PCOLI CY OF LI FE

I NSURANCE, TO RECEI VE, DI RECTLY OR | NDI RECTLY, ANY COW SSI ON,
COVPENSATI ON, OR OTHER BENEFI T BECAUSE OR BY REASON OF ANY SUCH
LI FE | NSURANCE BEI NG PLACED, SOLD, OR SOLICI TED ON THE LI FE OR
FOR THE BENEFI T OF THEI R RESPECTI VE CLI ENTS, EMPLOYERS, OR
MASTERS, OR ANY OF THEM | T SHALL BE UNLAWFUL FOR ANY ATTORNEY,
OFFI CER, CLERK, SERVANT, OR EMPLOYE OF ANY CORPORATI ON,
PARTNERSHI P, ASSQOCI ATI ON, FI NANCI AL | NSTI TUTI ON, OR | NDI VI DUAL
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TO RECEI VE, DI RECTLY OR | NDI RECTLY, ANY COW SSI ON,

COVPENSATI ON, OR BENEFI T BECAUSE OR BY REASON COF ANY LI FE

I NSURANCE BEI NG PLACED, SCLD, OR SCOLIClI TED ON THE LI FE OR FOR
THE BENEFI T OF ANY ATTORNEY, OFFI CER, CLERK, SERVANT, OR EMPLOYE
OF THE SAME CORPORATI ON, COPARTNERSHI P, ASSOCI ATI ON, FI NANCI AL

I NSTI TUTI ON, OR | NDI VI DUAL, WHETHER OR NOT ANY SUCH ATTORNEY,

PARTNER, OFFI CER, CLERK, SERVANT, OR EMPLOYE, OR OTHER PERSQN,

H RED OR EMPLOYED BY OR W TH THE | NSURED OR OF ANY BENEFI Cl ARY
NAMVED I N ANY PCLI CY OF LI FE I NSURANCE, |S DULY LI CENSED BY THE
PROPER AUTHORI TY I N TH S COWONWEALTH TO PLACE, SELL, OR SCLICIT
LI FE | NSURANCE.

(B) EVERY SUCH ATTORNEY, PARTNER, OFFI CER, CLERK, SERVANT,
OR EMPLOYE OR OTHER PERSON, H RED OR EMPLOYED OR CONTI NUI NG TO
BE H RED OR EMPLOYED | N THE RELATI ON AFORESAI D, W THI N NI NETY
DAYS BEFORE OR AFTER THE PLACI NG, SELLING OR SCLIC TING OF LI FE
I NSURANCE ON THE LI FE OR FOR THE BENEFI T OF THElI R RESPECTI VE
CLI ENTS, PARTNERS, OFFI CERS, EMPLOYES, MASTERS, OR PERSON I N THE
RELATI ON AFORESAI D, OR ANY OF THEM SHALL BE SUBJECT TO THE
PROVI SIONS OF TH S SECTI QN; AND EVERY PERSQN, COPARTNERSHI P,

FI NANCI AL | NSTI TUTI ON, OR CORPORATI ON PARTI CI PATI NG I N THE

PAYMENT OR RECEI PT OF ANY COWMPENSATI ON OR BENEFI T I'N VI OLATI ON
OF TH S SECTI ON SHALL BE GUI LTY OF A M SDEMEANCR, AND, UPON
CONVI CTI ON THEREOF, SHALL BE LI ABLE TO A FINE OF NOT MORE THAN
ONE THOUSAND DOLLARS, PAYABLE TO THE COVMONWEALTH, AND
| MPRI SONMENT OF NOT LESS THAN THI RTY DAYS NOR MORE THAN SI X
MONTHS, AT THE DI SCRETI ON OF THE COURT.

SECTION 5. SECTION 635 OF THE ACT | S AMENDED TO READ:

SECTI ON 635. REBATES AND | NDUCEMENTS PROHI BI TED. --(A) NO
I NSURANCE AGENT, SOLICI TOR OR BROKER, PERSONALLY OR BY ANY OTHER
PARTY, SHALL OFFER, PROM SE, ALLOWN G VE, SET OFF, OR PAY,
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DI RECTLY OR | NDI RECTLY, ANY REBATE OF, OR PART OF, THE PREM UM
PAYABLE ON THE POLI CY OR ON ANY POLI CY OR AGENT' S COWM SSI ON
THEREON, OR EARNI NGS, PROFI T, DI VIDENDS, OR OTHER BENEFI T
FOUNDED, ARI SI NG ACCRU NG OR TO ACCRUE THEREON OR THEREFROM OR
ANY SPECI AL ADVANTAGE | N DATE OF PCOLI CY OR AGE OF | SSUE, OR ANY
PAI D EMPLOYMENT OR CONTRACT FOR SERVI CES OF ANY KI ND, OR ANY
OTHER VALUABLE CONSI DERATI ON OR | NDUCEMENT, TO OR FOR | NSURANCE
ON ANY RISK IN TH 'S COMONVEALTH, NOW OR HEREAFTER TO BE
WRI TTEN, WHICH IS NOT SPECI FI ED I N THE PCLI CY CONTRACT OF
I NSURANCE; NCOR SHALL ANY SUCH AGENT, SOLICI TOR, OR BROKER,
PERSONALLY OR OTHERW SE, OFFER, PROM SE, d VE, OPTION, SELL, OR
PURCHASE ANY STOCKS, BONDS, SECURI TI ES, OR PROPERTY, OR ANY
DI VI DENDS OR PROFI TS ACCRUI NG OR TO ACCRUE THEREQN, OR OTHER
THI NG OF VALUE WHATSCEVER, AS | NDUCEMENT TO | NSURANCE OR | N
CONNECTI ON THEREW TH.  NOTHI NG I N THI' S SECTI ON SHALL BE CONSTRUED
TO PREVENT THE TAKI NG OF A BONA FI DE OBLI GATI ON, W TH LEGAL
| NTEREST, | N PAYMENT OF ANY PREM UM

(B) _NO FINANCI AL I NSTI TUTI ON, NOR ANY DI RECTOR, CFFI CER,

EMPLOYEE, AGENT OR BROKER THEREOF, NAY REQUI RE THE PURCHASE OF

| NSURANCE FROM A FI NANCI AL I NSTI TUTION OR I TS AFFI LI ATE OR FROM

A DESI GNATED | NSURER, AGENT OR BROKER AS A CONDI TI ON OF ANY LOAN

OR DEPOSI T TRANSACTI ON. NEI THER A FI NANCI AL | NSTI TUTI ON NOR ANY

DI RECTOR, OFFI CER, EMPLOYE, AGENT OR BROKER THERECF MAY REJECT A

REQUI RED POLI CY SOLELY BECAUSE THE PCOLI CY WAS SOLD BY A PERSON

VHO IS NOT_ASSOCI ATED W TH THE FI NANCI AL | NSTI TUTI ON. _NO

FI NANCI AL | NSTI TUTI ON_NMAY | MPOSE ANY UNREASONABLE REQUI REMENT ON

ANY ACGENT OR BROKER NOT_ ASSOCI ATED W TH THAT FI NANCI AL

I NSTI TUTI ON.

SECTION 6. THE ACT IS AMENDED BY ADDI NG A SECTI ON TO READ:
SECTION 637.1. DI SCLOSURES AND ACKNOWEDGVENTS. --(A) AN
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AGENT OR BROKER EMPLOYED BY OR AFFI LI ATED WTH A FI NANCI AL

I NSTI TUTITON WHO SOLICI TS THE SALE OF ANNUITIES OR LI FE

| NSURANCE, EXCEPT CREDIT LI FE | NSURANCE, ON OR FROM THE PREM SES

OF THAT FINANCIAL INSTITUTIQON, SHALL PROVI DE THE APPLI CANT W TH

WRI TTEN DI SCLOSURE AT OR PRIOR TO THE TI ME OF APPLI CATI ON FOR

LI FE | NSURANCE OR ANNUI TI ES FROM THE FI NANCI AL | NSTI TUTI ON THAT

SUCH LI FE I NSURANCE OR ANNUITY | S:

(1) NOT A DEPCSIT;

(2) NOT INSURED BY THE FEDERAL DEPOSI T | NSURANCE

CORPORATI ON OR ANY OTHER ACGENCY OR | NSTRUVENTALITY OF THE

FEDERAL GOVERNVENT;

(3)  NOT GUARANTEED BY THE FI NANCI AL | NSTI TUTI ON OR AN

AFFI LI ATED | NSURED DEPOSI TORY | NSTI TUTI QN;  AND

(4) SUBJECT TO I NVESTMENT RI SK, | NCLUDI NG POTENTI AL LGOSS

OF PRI NCI PAL, WHEN APPROPRI ATE.

(B) COWVPLI ANCE BY A FINANCI AL I NSTITUTION WTH THE

DI SCLOSURE REQUI REMENTS SET FORTH I N THE " | NTERAGENCY STATEMENT

ON RETAIL SALES OF NONDEPOSI T | NVESTMENT PRODUCTS' | SSUED

FEBRUARY 15, 1994, BY THE BOARD OF GOVERNORS COF THE FEDERAL

RESERVE SYSTEM _THE FEDERAL DEPOSI T | NSURANCE CORPORATI ON, THE

OFFI CE OF THE COVPTROLLER OF THE CURRENCY, AND THE OFFI CE OF

THRI FT SUPERVI SI ON, SHALL SATI SFY THE REQUI REMENTS OF SUBSECTI ON

(A
(G VHEN A FINANCI AL I NSTI TUTI ON REQUI RES A CUSTOVER TO

OBTAIN I NSURANCE | N CONNECTI ON WTH A LOAN AND THE | NSURANCE | S

AVAI LABLE THROUGH THE FI NANCI AL | NSTI TUTI ON, THE AGENT OR BRCOKER

OF THE FI NANCI AL | NSTI TUTI ON SHALL | NFORM THE CUSTOMER AT OR

PRIOR TO THE TI ME OF APPL| CATI ON THAT THE PURCHASE OF THE

I NSURANCE FROM THE FI NANCI AL INSTITUTION IS NOT_A CONDI TI ON OF

THE LOAN AND WLL NOT_AFFECT CURRENT OR FUTURE CREDI T DECI SI ONS.

19970H1055B1985 - 23 -



© 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

THE AGENT OR BROKER COF THE FI NANCI AL | NSTI TUTI ON MAY | NFORM THE

CUSTOVER THAT | NSURANCE | S AVAI LABLE FROM THE FI NANCI AL

I NSTI TUTI ON. THE FI NANCI AL | NSTI TUTI ON SHALL OBTAIN A VWRI TTEN

STATEMENT OR ACKNOW.EDGVENT FROM THE CUSTOMER PRI OR TO THE

PURCHASE OF | NSURANCE STATI NG THAT THE CUSTOVER HAS BEEN ADVI SED

THAT THE CUSTOMER |'S NOT REQUI RED TO PURCHASE FROM THE FI NANCI AL

I NSTI TUTI ON_ANY_ | NSURANCE AS A CONDI TI ON OF RECEI VI NG ANY_LOAN.

(D) FOR MARKETI NG TECHNI QUES THAT DO NOT | NVOLVE DI RECT

CONTACT WTH THE CUSTOMER AT THE TIME OF SOLI Cl TATI ON OR

APPLI CATI ON, THE | NSURANCE COVM SSI ONER SHALL PROMULGATE RULES

AND REGULATI ONS PROVI DI NG FOR ALTERNATI VE DI SCLOSURE METHODS

UNDER SUBSECTI ONS (A) AND (Q).

SECTION 7. SECTION 639(A) AND (C) OF THE ACT, AMENDED JUNE
11, 1992 (P.L.284, NO 48) AND DECEMBER 12, 1994 (P.L. 10835,
NO. 141), ARE AMENDED TO READ:

SECTI ON 639. PENALTI ES | MPOSED BY | NSURANCE DEPARTMENT. - - (A)

UPON SATI SFACTORY EVI DENCE OF THE [ VI OLATI ON OF] CONDUCT

631 THROUGH 638, 646, 647, 648 AND 649 BY ANY AGENT OF ANY

| NSURANCE ENTI TY [ OR BY ANY], | NSURANCE BROKER OR SURPLUS LI NES

LI CENSEE OR ON SATI SFACTORY EVI DENCE OF SUCH CONDUCT THAT WOULD

DI SQUALI FY THE AGENT OR BROKER FROM | NI TI AL | SSUANCE OF A
CERTI FI CATE OF QUALI FI CATI ON UNDER SECTI ON 604 OR 622, THE
DEPARTMENT MAY PURSUE ANY ONE OR MORE OF THE FOLLOW NG COURSES
OF ACTI ON REGARDLESS OF WHETHER THE ACGENT OR BROKER WAS SO
AUTHORI ZED BY THE DEPARTMENT:

(1) SUSPEND OR REVOKE OR REFUSE TO RENEW THE CERTI FI CATE OF
QUALI FI CATI ON OR LI CENSE OF THE OFFENDI NG PARTY OR PARTI ES.

(2) IMPCSE A CIVIL PENALTY OF NOT MORE THAN [ ONE THOUSAND
DOLLARS ($1, 000.00)] FIVE THOUSAND DOLLARS ($5,000.00) FOR EACH
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[ ACT] ACTION IN VI CLATI ON OF ANY OF THE PROVI SI ONS LI STED I N

TH' 'S SUBSECTI ON.
(3) I SSUE AN ORDER TO CEASE AND DESI ST.

(4) 1 MPOSE SUCH OTHER CONDI TI ONS AS THE DEPARTMENT MAY DEEM

APPROPRI ATE.

* * %

(© ANY AGENT OR SOLICITOR OF ANY ENTITY OR ANY | NSURANCE
BROKER OR ANY PERSQON, PARTNERSHI P, ASSOCI ATI ON OR CORPCRATI ON
VI OLATI NG THE PROVI SI ONS OF SECTIONS 633.1, 635, 636, 637 [AND] ,_
638, 646, 647, 648 AND 649 OF THE ACT SHALL BE GUI LTY OF A

M SDEMEANOR AND, UPON CONVI CTI ON THEREOF, SHALL BE SENTENCED TO
PAY A FINE OF NOT MORE THAN [ ONE THOUSAND DCLLARS ($1, 000. 00)]
FI VE THOUSAND DOLLARS ($5, 000.00) FOR EACH AND EVERY VI OLATI ON

OR, AT THE DI SCRETI ON OF THE COURT, TO | MPRI SONVENT | N THE
COUNTY JAIL OF THE COURT IN WH CH THE OFFENSE | S COW TTED FOR A
PERI OD OF NOT MORE THAN SI X (6) MONTHS.

SECTI ON 8. SECTION 641 OF THE ACT, AMENDED MAY 27, 1994
(P.L.257, NO 41), |S AVENDED TO READ:

SECTI ON 641. [LENDI NG I NSTI TUTI ONS,] PUBLI C UTI LI TIES [ AND
HOLDI NG COVPANI ES] NOT TO BE LI CENSED. --(A) AS USED IN TH' S
SECTI ON:

[(1) "LENDI NG I NSTI TUTI ON' MEANS ANY | NSTI TUTI ON THAT
ACCEPTS DEPGCSI TS AND LENDS MONEY | N THE COVMONWEALTH OF
PENNSYLVANI A, | NCLUDI NG BANKS AND SAVI NGS AND LOAN ASSCCI ATI ONS,
BUT EXCLUDI NG | NSURANCE COVPANI ES. ]

(2) "PUBLIC UTILITY" MEANS A PRI VATE EMPLOYER SUBJECT TO THE
JURI SDI CT1 ON OF THE PENNSYLVANI A PUBLI C UTI LI TY COW SSI ON AND
ENGAGED | N THE BUSI NESS OF RENDERI NG ELECTRI C, GAS, WATER AND
STEAM HEAT SERVI CES TO THE PUBLIC IN TH S COMMONVEALTH:

PROVI DED, HOWEVER, THAT THE TERM " PUBLI C UTI LI TY" SHALL NOT
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I NCLUDE RURAL ELECTRI FI CATI ON COOPERATI VES.

[(3) THE TERMS "SUBSI DI ARY" AND "AFFI LI ATE" SHALL BE DEFI NED
I N THE REGULATI ONS PROMULGATED BY THE | NSURANCE COMM SSI ONER,
EXCEPT THAT "AFFI LI ATE" SHALL NOT APPLY TO AN ENTI TY WH CH OMNS
AN | NTEREST | N ANOTHER COVPANY OR CORPCORATI ON WHERE THE
OMERSHI P | NTEREST |'S NOT SUFFI CI ENT TO PERM T EXERCI SE OF
EFFECTI VE CONTROL, AND DOES NOT | NVOLVE DI RECT OR | NDI RECT
OMERSHI P OR CONTROL OF FI VE PER CENTUM OR MORE OF THE VOTI NG
STOCK OF SUCH COVPANY OR CORPORATI ON. NOR SHALL | T APPLY TO AN
ENTI TY WHOSE STOCK | S OAMNED BY ANOTHER, PROVI DED THAT THE AMOUNT
OF STOCK OMNED BY ANY ONE COVPANY OR CORPORATI ON DCES NOT' PERM T
EFFECTI VE CONTROL AND DCES NOT EXCEED FI VE PER CENTUM OF THE
VOTI NG STOCK OF THE ENTITY. THE TERM " AFFI LI ATE" SHALL, SUBJECT
TO THE PROVI SI ONS TO I NVEST I N STOCK CONTAINED I N THI S
SUBSECTI ON, | NCLUDE BANK HCOLDI NG COVPANY, SAVI NGS AND LOAN
HOLDI NG COMPANY, AND A PUBLI C UTI LI TY HOLDI NG COVPANY AS
HEREI NAFTER DEFI NED.

(4) "BANK HOLDI NG COVPANY" SHALL MEAN AND | NCLUDE THE
DEFI NI TION OF SUCH TERM I N SECTI ON TWO OF AN ACT OF CONGRESS
ENTI TLED THE " BANK HOLDI NG COVMPANY ACT OF 1956," AS AMENDED:
PROVI DED, HOWEVER, THAT |IF ON OR BEFORE THE EFFECTI VE DATE OF
TH' S ACT, A BANK HOLDI NG COVPANY HAS BEEN GRANTED AN EXEMPTI ON
BY THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM PURSUANT
TO SECTI ON 4(D) OF THE BANK HOLDI NG COVPANY ACT COF 1956, AS
AMENDED, SUCH BANK HOLDI NG COMPANY SHALL NOT BE HELD TO BE A
BANK HOLDI NG COVPANY W THI N THE MEANI NG OF SECTI ON 2 OF THE BANK
HOLDI NG COMPANY ACT OF 1956, AS AMENDED.

(5 "CREDIT LIFE, HEALTH, AND ACCI DENT | NSURANCE" MEANS
I NSURANCE ON THE LI FE AND HEALTH OF A BORROVER FROM A LENDI NG
I NSTI TUTI ON TO SECURE THE REPAYMENT OF THE AMOUNT BORROWED, | N
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ACCORDANCE W TH REGULATI ONS PROMULGATED BY THE | NSURANCE
COWM SSI ONER

(5.1) "CREDI T UNEMPLOYMENT | NSURANCE" MEANS | NSURANCE ON A
DEBTOR TO PROVI DE | NDEMNI TY FOR PAYMENTS BECOM NG DUE ON A
SPECI FI C LOAN OR OTHER CREDI T TRANSACTI ON VHI LE THE DEBTOR IS
UNEMPLOYED AS DEFI NED | N THE POLI CY.

(6) "TITLE | NSURANCE" SHALL MEAN AND | NCLUDE THE DEFI NI TI ON
OF SUCH TERM I N SECTI ON SEVEN HUNDRED AND ONE OF THE ACT OF MAY
17, 1921 (P.L.682, NO. 284), KNOW AS "THE | NSURANCE COVPANY LAW
OF 1921."

(7) A "SAVINGS AND LOAN HOLDI NG COMPANY" SHALL MEAN AND
| NCLUDE THE DEFI NI TI ON OF SUCH TERM AS DEFI NED I N TI TLE 12,

UNI TED STATES CODE, SECTI ONS 1730A (A) (1) (D) (E) (F).]

(8) "PUBLIC UTILITY HOLDI NG COVPANY" SHALL MEAN AND | NCLUDE
THE DEFI NI TION OF SUCH TERM AS DEFI NED I N TI TLE 15, UNI TED
STATES CODE, SECTIONS 79B (A) (7), |NCLUDI NG ELECTRIC, GAS,
WATER AND STEAM HEAT SERVI CES.

[(9) "DEPOSITS' SHALL MEAN AND | NCLUDE THE DEFI NI TI ON OF
SUCH TERM AS SET FORTH IN TI TLE 12, UNI TED STATES CODE, SECTI ON
1813 (L), (1), (2), (3), (4), (5).]

(B) NO [LENDI NG | NSTI TUTI ON,] PUBLIC UTILITY[, BANK HOLDI NG
COVPANY, SAVI NGS AND LOAN HOLDI NG COMPANY] OR ANY SUBSI DI ARY OR
AFFI LI ATE OF [ THE FOREGO NG A PUBLIC UTILITY, OR OFFI CER OR

EMPLOYE THEREGOF, MAY, DI RECTLY OR | NDI RECTLY, BE LI CENSED OR
ADM TTED AS AN | NSURER OR BE LI CENSED TO SELL | NSURANCE I N THI S
STATE El THER AS A BROKER OR AS AN AGENT [ EXCEPT THAT A LENDI NG

I NSTI TUTI ON OR BANK HOLDI NG COMPANY, SUBSI DI ARY OR AFFI LI ATE OF
A LENDI NG I NSTI TUTI ON. A FI NANCI AL | NSTI TUTI ON MAY BE LI CENSED
TO SELL CREDI T LI FE, HEALTH AND ACCI DENT | NSURANCE, AS REGULATED
UNDER THE ACT OF SEPTEMBER 2, 1961 (P.L.1232, NO 540), KNOMN AS
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THE "MODEL ACT FOR THE REGULATI ON OF CREDI T LI FE | NSURANCE AND
CREDI T ACCI DENT AND HEALTH | NSURANCE, " TO SELL CREDI T
UNEMPLOYMENT | NSURANCE, SUBJECT TO SUBSECTI ON (B.1) AND AS
REGULATED UNDER THE "MODEL ACT FOR THE REGULATION OF CREDI T LI FE
| NSURANCE AND CREDI T ACCI DENT AND HEALTH | NSURANCE, " AND TO SELL
AND UNDERWRI TE TI TLE | NSURANCE | N ACCORDANCE W TH REGULATI ONS
PROMULGATED BY THE | NSURANCE COWVM SSI ONER] .

[(B.1) (1) ALL CREDIT UNEMPLOYMENT | NSURANCE | N CONNECTI ON
W TH LOANS OR OTHER CREDI T TRANSACTI ONS SHALL BE SUBJECT TO THE
SAME PROVI SI ONS OF THE "MODEL ACT FOR THE REGULATI ON OF CREDI T
LI FE | NSURANCE AND CREDI T ACCl DENT AND HEALTH | NSURANCE" AS
APPLY TO CREDI T LI FE | NSURANCE AND CREDI T ACCI DENT AND HEALTH
| NSURANCE.

(2) THE TOTAL AMOUNT OF BENEFI TS PAYABLE BY CREDI T
UNEMPLOYMENT | NSURANCE | N THE EVENT OF UNEMPLOYMENT AS DEFI NED
IN THE POLI CY SHALL NOT EXCEED THE AGGREGATE OF THE PERI ODI C
SCHEDULED UNPAI D | NSTALLMENTS OF THE | NDEBTEDNESS. THE AMOUNT OF
EACH MONTHLY PAYMENT SHALL NOT EXCEED THE ORI Gl NAL | NDEBTEDNESS
DI VI DED BY THE NUMBER OF | NSTALLMENTS.

(3) THE | NSURANCE COVM SSI ONER SHALL SET A LOSS RATI O FOR
CREDI T UNEMPLOYMENT | NSURANCE. THE LOSS RATI O SHALL BE SET AND
REGULATED | N THE SAVE MANNER AS THE LOSS RATIO IS SET AND
REGULATED FOR CREDI T LI FE AND CREDI T ACCI DENT AND HEALTH
| NSURANCE.

(4) CREDI T UNEMPLOYMENT | NSURANCE SOLD | N CONNECTI ON W TH
OPEN- END CREDI T MUST PROVI DE, | N THE EVENT OF THE DEBTOR S
| N\VOLUNTARY UNEMPLOYMENT, MONTHLY BENEFI TS AT LEAST EQUAL TO THE
DEBTOR S M NI MUM MONTHLY PAYMENT CALCULATED AT THE TI ME OF SUCH
UNEMPLOYMENT, SUBJECT TO A MAXI MUM MONTHLY | NDEMNI TY AS
CONTAI NED | N THE CERTI FI CATE OF | NSURANCE.
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(5) AT THE M NIMUM CREDI T UNEMPLOYMENT | NSURANCE BENEFI TS
ARE PAYABLE UPON THE DEBTOR MEETI NG THE ELI G BI LI TY REQUI REMENTS
FOR UNEMPLOYMENT COMPENSATI ON.

(6) THE PERI OD DURI NG WHI CH CREDI T UNEMPLOYMENT | NSURANCE
BENEFI TS ARE PAYABLE | N THE EVENT OF THE DEBTOR S | NVOLUNTARY
UNEMPLOYMENT SHALL CONTI NUE AT LEAST UNTIL THE EARLI EST OF THE
FOLLOW NG

(1) RETURN OF THE DEBTOR TO FULL- TI ME WORK.

(1) SATI SFACTION OF THE LOAN OR OTHER CREDI T TRANSACTI ON.

(111 1IN THE CASE OF OPEN-END CREDI T, PAYMENT OF TVELVE
CONSECUTI VE MONTHLY | NSTALLMENTS.

(7) CREDI T UNEMPLOYMENT | NSURANCE SHALL NOT BE REQUI RED AS A
CONDI TI ON OF THE EXTENSI ON OF CREDI T.

(8) I F A CREDI TOR OFFERS CREDI T UNEMPLOYMENT | NSURANCE TO
ANY OF | TS DEBTORS, |T MUST OFFER | T UNDER THE SAME TERMS AND
CONDI TIONS TO ALL OF I TS LI KE DEBTORS AND UNDER THE SAME TERMS
AND CONDI TI ONS AT ALL OF I TS OFFI CES OR LOCATIONS IN TH' S
COVMONVEALTH. ]

(© THE I NSURANCE COWM SSI ONER | S AUTHORI ZED TO PROMULGATE
REGULATI ONS | N ORDER TO EFFECTUATE THE PURPCSES OF THI S SECTI ON,
VH CH ARE TO HELP MAI NTAI N THE SEPARATI ON BETWEEN [ LENDI NG
I NSTI TUTI ONS AND] PUBLI C UTI LI TIES AND THE | NSURANCE BUSI NESS
AND TO M NIM ZE THE PGSSI BI LI TI ES OF UNFAI R COVPETI Tl VE
PRACTI CES BY [ LENDI NG | NSTI TUTI ONS AND] PUBLI C UTI LI TI ES AGAI NST
I NSURANCE COVPANI ES, AGENTS AND BROKERS.

SECTION 9. ARTICLE VI OF THE ACT IS AMENDED BY ADDI NG A
SUBDI VI SI ON TO READ:

(C. 1) SALE OF I NSURANCE BY FI NANCI AL | NSTI TUTI ONS.

SECTI ON 646. THE SALE OF | NSURANCE BY FI NANCI AL

INSTITUTIONS. --(A) A FINANCI AL I NSTI TUTI ON MAY NOT_BE LI CENSED
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OR ADM TTED AS AN I NSURER, EXCEPT TO UNDERWRI TE TI TLE | NSURANCE

I N ACCORDANCE W TH REGULATI ONS PROMULGATED BY THE | NSURANCE

COVW SSI ONER.

(B) A FINANCI AL I NSTI TUTI ON, AND ANY OFFI CER, EMPLOYE OR

AGENT THEREOF, THAT SELLS | NSURANCE SHALL BE LI CENSED I N

ACCORDANCE W TH THE PROVISIONS OF THI S ACT AND REGULATI ONS

PROMULGATED UNDER THI S ACT.

SECTI ON 647. PHYSICAL PREM SES. --(A) THE SALE OF ANNUI TI ES

OR I NSURANCE, EXCEPT CREDI T | NSURANCE, BY FI NANCI AL | NSTI TUTI ONS

AND ACGENTS AND BROKERS THEREOF SHALL TAKE PLACE IN A LOCATI ON

THAT 1S DI STI NCT FROM THE AREA VWHERE DEPCOSI TS ARE TAKEN AND LOAN

APPLI CATI ONS ARE DI SCUSSED AND ACCEPTED. SIGNS OR OTHER MEANS

SHALL BE USED TO DI STI NGUI SH THE | NSURANCE OR ANNUI Tl ES SALES

AREA FROM THE DEPOSI T TAKI NG AND LENDI NG AREAS. THE | NSURANCE

COW SSI ONER SHALL EXEMPT A FI NANCI AL | NSTI TUTI ON FROM THE

REQUI REMENTS OF THI S SECTION | F THE NUMBER OF STAFF OR SI ZE OF

THE FACILITY WOULD PREVENT COMPLI ANCE.

(B) COVPLI ANCE BY A FINANCI AL INSTITUTION WTH THE SETTI NG

AND Cl RCUMSTANCES REQUI REMENTS SET FORTH I N THE "1 NTERAGENCY

STATEMENT ON RETAIL SALES OF NONDEPGSI T | NVESTMENT PRODUCTS"

| SSUED FEBRUARY 15, 1994, BY THE BOARD OF GOVERNORS OF THE

FEDERAL RESERVE SYSTEM THE FEDERAL DEPGSI T | NSURANCE

CORPORATI ON, THE OFFI CE OF THE COVPTROLLER OF THE CURRENCY, AND

THE OFFI CE OF THRI FT SUPERVI SI ON, SHALL SATI SFY THE REQUI REMENTS

OF_SUBSECTI ON (A).

SECTI ON 648. CUSTOVER PRI VACY. --(A) _NO FI NANCI AL

I NSTI TUTI ON SHALL USE OR SHARE WTH A TH RD PARTY ANY CUSTOVER

| NFORVATI ON FOR THE PURPOSE OF SELLING OR SOLI G TI NG THE

PURCHASE OF | NSURANCE OR ANNUI TI ES UNLESS THE REQUI REMENTS OF

TH' S SECTI ON ARE IMET.
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(B) THE FOLLON NG NOTICE TO A LOAN CUSTOVER SHALL BE_ SET

FORTH I N STANDARD OR LARGER TYPE:

USE OF | NSURANCE | NFORVATI ON RELATI NG

TO YOUR LOAN

AS A CURRENT LOAN CUSTOMER VE NMAY HAVE | NSURANCE COVERAGE

| NFORVATI ON THAT WAS OBTAI NED AS PART OF YOUR LOAN

PROCESS. UNDER PENNSYLVANIA LAW YOU HAVE THE RIGHT TO

DI RECT THAT WE NOT USE OR SHARE THI S | NFORVATI ON I N THE

MARKETI NG OF | NSURANCE OR ANNUITIES. TO EXERCI SE THI S

RIGHT, YOU MUST SIGN AND RETURN THIS FORM W THI N TH RTY

(30) DAYS. IF YOU DO NOT_SIGN AND RETURN TH'S FORM TO US,

VE MAY USE OR SHARE THI S | NFORVATI ON IN THE MARKETI NG OF

I NSURANCE OR ANNUI T1 ES.

((SI GNATURE)

(€ THE NOTICE PRESCRIBED I N SUBSECTION (B) SHALL BE SENT BY

FIRST CLASS MAIL AND MAY BE INCLUDED IN A SCOLI G TATION FOR THE

PURCHASE OF | NSURANCE OR ANNUITIES. THI' S NOTI CE SHALL BE

ADDRESSED TO THE | NDI VI DUAL CUSTOVER AND SHALL | NCLUDE A POSTAGE

PREPAI D RESPONSE MECHANI SM

(D) IF A LOAN CUSTOMER HAS NOT RESPONDED TO THE NOTI CE

PRESCRI BED I N SUBSECTI ON (B), THE FI NANCI AL | NSTI TUTI ON SHALL

SEND A SECOND NOTI CE. THE SECOND NOTI CE SHALL MEET THE

REQUI REMENTS SET_FORTH I N SUBSECTIONS (B) AND (Q).

(E) FOR THE PURPOSE COF COVPLYI NG WTH SUBSECTION (A, A

FI NANCI AL | NSTI TUTI ON VAY DI RECTLY OBTAIN WRI TTEN CONSENT FOR

THE USE OF CUSTOMER | NFORMATI ON FROM A CURRENT OR PROSPECTI VE

LOAN CUSTOMER. THE FOLLOW NG NOTI CE, SET FORTH I N STANDARD OR

LARCGER TYPE, SHALL BE USED FOR TH S PURPOSE.

USE OF | NSURANCE | NFORVATI ON RELATI NG
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TO YOUR LOAN

THE BORROVER HEREBY CONSENTS TO THE USE OR SHARI NG OF ANY

I NSURANCE COVERAGE | NFORVATI ON OBTAI NED AS PART OF THE

LOAN PROCESS I N THE MARKETI NG OF | NSURANCE OR ANNUI TI ES.

((SI GNATURE)

SECTION 649. CREDIT, LIFE, HEALTH AND ACCI DENT | NSURANCE AND

CREDI T _UNEMPLOYMENT | NSURANCE. --(A) A PERSON WHO SELLS CREDI T

LI FE, HEALTH AND ACCI DENT | NSURANCE AND CREDI T UNEMPLOYMENT

I NSURANCE SHALL DO SO IN ACCORDANCE W TH THE ACT OF SEPTEMBER 2,

1961 (P.L.1232, NO 540), KNOWN AS THE "MODEL ACT_FOR THE

REGULATI ON OF CREDI T LI FE | NSURANCE AND CREDI T_ACCI DENT_AND

HEALTH | NSURANCE. "

(B) A PERSON WHO SELLS CREDI T PERSONAL PROPERTY | NSURANCE

SHALL DO SO IN ACCORDANCE W TH REGULATI ONS OF THE DEPARTIVENT.

(G ALL CREDI T UNEVMPLOYMENT | NSURANCE SOLD I N CONNECTI ON

WTH LOANS OR OTHER CREDI T _TRANSACTI ONS SHALL BE SUBJECT TO THE

SAME PROVI SIONS OF THE "MODEL ACT FOR THE REGULATI ON OF CREDI T

LI FE | NSURANCE AND CREDI T ACCI DENT_AND HEALTH | NSURANCE" AS

APPLY TO CREDI T LI FE | NSURANCE AND CREDI T_ACCI DENT_AND HEALTH

(D) CREDI T UNEMPLOYMENT | NSURANCE SHALL ALSO BE SUBJECT TO

THE FOLLOW NG

(1) THE TOTAL AMOUNT OF BENEFI TS PAYABLE BY CREDI T

UNEMPLOYMENT | NSURANCE | N THE EVENT OF UNENVPLOYMENT AS DEFI NED

IN THE POLICY SHALL NOT EXCEED THE AGGREGATE OF THE PERI ODI C

SCHEDULED UNPAI D | NSTALLMENTS OF THE | NDEBTEDNESS. THE AMOUNT OF

EACH MONTHLY PAYMENT SHALL NOT EXCEED THE ORI G NAL | NDEBTEDNESS

D VI DED BY THE NUMBER OF | NSTALLMENTS.

(2) THE | NSURANCE COVM SSI ONER SHALL SET A LOSS RATI O FOR

19970H1055B1985 - 32 -



CREDI T _UNEMPLOYMENT | NSURANCE. THE LOSS RATI O SHALL BE SET_AND

REGULATED I N THE SAME MANNER AS THE LOSS RATIO IS SET_AND

REGULATED FOR CREDIT LIFE AND CREDI T ACCI DENT AND HEALTH

(3) CREDIT UNEMPLOYMENT | NSURANCE SOLD I N CONNECTION W TH

OPEN-END CREDIT MUST PROVIDE, IN THE EVENT OF THE DEBTOR S

I NVOLUNTARY UNEMPLOYMENT, MONTHLY BENEFI TS AT LEAST EQUAL TO THE

DEBTOR'S M NI MUM MONTHLY PAYMENT CALCULATED AT _THE TI ME OF SUCH

© o0 N oo o A~ wWw N P

UNEMPLOYMENT, SUBJECT TO A MAXI MUM MONTHLY | NDEMNI TY AS

=Y
o

CONTAI NED IN THE CERTI FI CATE OF | NSURANCE.

=
=

(4) AT THE MNIMUM CREDI T UNEMPLOYMENT | NSURANCE BENEFI TS

=
N

ARE PAYABLE UPON THE DEBTOR MEETING THE ELIG BILITY REQUI REMENTS

=
w

FOR UNEMPLOYMENT COMPENSATI ON.

H
o

(5) THE PERI OD DURI NG WHI CH CREDI T UNEMPLOYNMENT | NSURANCE

=Y
(63}

BENEFI TS ARE PAYABLE I N THE EVENT OF THE DEBTOR S | NVOLUNTARY

=Y
(e}

UNEMPLOYMENT SHALL CONTI NUE AT LEAST UNTIL THE EARLI EST OF THE

:
2
2

18 (1) RETURN OF THE DEBTOR TO FULL-TI ME WWORK.

19 (1) SATISFACTION OF THE LOAN OR OTHER CREDI T TRANSACTI ON.

20 (II'1) INTHE CASE OF OPEN-END CREDI T, PAYMENT OF TVELVE

21 CONSECUTI VE MONTHLY | NSTALLMENTS.

22 (6) CREDIT UNEMPLOYMENT | NSURANCE SHALL NOT_BE REQUI RED AS A
23 CONDI TION OF THE EXTENSI ON OF CREDI T.

24 (7) 1F A CREDI TOR OFFERS CREDI T UNEMPLOYMENT | NSURANCE TO

25 ANY OF I TS DEBTORS, I T MUST OFFER I'T UNDER THE SAME TERMS AND

26 CONDITIONS TO ALL OF I TS LI KE DEBTORS AND UNDER THE SAME TERMS
27 AND CONDITIONS AS ALL OF I'TS OFFICES OR LOCATIONS IN TH' S

28 COVMONWEAL TH.

29 SECTI ON 650. FEDERAL PREEMPTI ON. - - NOTW THSTANDI NG ANY LAW OR

30 REGULATION OF TH S COVWONWEALTH TO THE CONTRARY, I N THE EVENT OF
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FEDERAL PREEMPTI ON OF ANY OF THE PROVISIONS OF THI S ACT OR ANY

OTHER LAWOF TH S COMVONVEALTH REGARDI NG THE SALE OF | NSURANCE

OR ANNUI TI ES BY FEDERALLY CHARTERED FI NANCI AL | NSTI TUTI ONS,

STATE- CHARTERED FI NANCI AL | NSTI TUTI ONS_SHALL NOT_BE SUBJECT TO

THOSE PROVI SIONS OR LAWS WHI CH WERE THE SUBJECT OF THE FEDERAL

PREEMPTI ON.

~N~ o o~ W ON

SECTI ON 10. TH' S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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