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No. 1980-92

AN ACT

SB 1162

Amendingthe act of May 17, 1921 (P.L.789,No.285), entitled,as amended,
“An act relating to insurance;establishingan insurancedepartment;and
amending, revising, and consolidatingthe law relating to the licensing,
qualification, regulation, examination,suspension,anddissolutionof insur-
ance companies, Lloyds associations, reciprocal and inter-insurance
exchanges,andcertain societiesandorders, the examinationandregulation
of fire insurancerating bureaus,and the licensingand regulationof insur-
anceagentsandbrokers; theserviceof legal processupon foreign insurance
companies,associationsor exchanges;providing penalties, and repealing
existing laws,” further regulatingthe computationof thereserveliability of
life insurancepoliciesandannuitycontracts.

The General Assembly of the Commonwealthof Pennsylvania
herebyenactsas follows:

Section 1. Section301, act of May 17, 1921 (P.L.789, No.285),
known as “The InsuranceDepartmentAct of one thousand nine
hundredand twenty-one,” amendedMay 1, 1945 (P.L.346, No.145),
May 25, 1951 (P.L.406, No.94), August 14, 1959 (P.L.721, No.253),
July 31, 1963 (P.L.429, No.224) andJune23, 1976 (P.L.403,No.90),
is amendedto read:

Section 301. Computation of Reserve Liability.—(a) The Insur-
ance Commissionershall each year value, or cause to be valued, the
reserveliabilities (hereinaftercalled reservesor net value), as of the
thirty-first day of Decemberof the precedingyear, for all outstanding
life insurancepolicies and annuity and pure endowmentcontractsof
every life insurancecompanydoing businessin this Commonwealth,
except that in the case of any companyorganizedunder the laws of
any foreign country, such valuation shall be limited to its United
Statesbusinessin accordancewith the terms of the policy, contract,
andrules following, and maycertify the amountof any such reserves,
specifying the mortality table or tables, rate or ratesof interest and
methods(net level premium method or other) used in the calculation
of such reserves. In calculating such reserves, he may use group
methodsand approximateaveragesfor fractions of a year or other-
wise.

(b) This subsectionshall apply only to policies andcontractsissued
prior to the operativedate of section four hundredand ten A (the
StandardNon-forfeiture Law) of an act, approvedthe seventeenthday
of May, one thousandnine hundredand twenty-one(PamphletLaws,
six hundredeighty-two), as amended.

(1) The net value of all outstanding policies of life insurance,
issuedby the companyprior to the first dayof January,onethousand
eight hundredand ninety, shall be computedupon the basis of the
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Americanexperiencetable of mortality, with interestat not less than
four andone-halfand not morethan six per centumper annum.

(2) The net value of all outstandingpolicies, issued between the
first day of January,one thousandeight hundredand ninety, and the
first day of January,one thousandnine hundred and three, on the
combinedexperienceor actuaries’ table of mortality, with interestat
four per centumper annum.

(3) The net value of all outstandingpolicies of life insurance,
issued on and after the first day of January,nineteenhundred and
three, on the American experiencetable of mortality, with interestat
threeand one-halfper centumper annum: Provided, however, That
any company may value its group term insurancepolicies, under
which premiumratesarenot guaranteedfor a period in excessof five
years, accordingto the American men ultimate table of mortality,
with interestatthreeandone-halfper centumper annum.

(4) The net value of all policies of life insurance,issuedon and
after Januaryfirst, one thousandninehundredand twenty-one,where
the premiums are payable monthly or oftener, shall be valued
accordingto the American experiencetable of mortality, with interest
at threeand one-halfper centumper annum.But any companymay
voluntarily value its industrial policies according to the standard
industrial mortality table, with interest at three and one-half per
centumper annum.

(5) The net value of a policy at anytime shall be takento be the
single net premiumwhich will, at that time, affect the insurance,less
the value at that time of the future net premiums called for by the
tableof mortality andrate of interestdesignated.

(6) Exceptas otherwiseprovided in subparagraph(B) of paragraph
(1) of subsection (c) of this section for group annuity and pure
endowmentcontracts, the legal minimum standardfor valuation of
annuitiesissuedafter JanuaryorLe, one thousandnine hundred and
twelve, shall be McClintock’s table of mortality amongannuitants,
with interest at three and one-half per centum per annum; Ibuti
however, (I) for annuities and pure endowmentspurchased under
groupannuity andpure endowmentcontractsthe legal minimum stan-
dard may, at the option of the company, be the 1971 Group Annuity
Mortality Table or any modification of this table approvedby the
Insurance Commissioner,with interest at five per centumper annum,
and (ii) annuitiesdeferred ten or more years,and written in connec-
tion with life or term insurance,shall be valued upon the same
mortality table from which the consideration or premiums were
computed,with interestnot higherthanthreeandone-half per centum
per annum.

(7) Any such companymay, however, at anytime electunder any
of its policies of life insuranceto reserveon the American experience
table of mortality, with a lower rate of interest, but at a ratenot less
than two per centum, or on the American men ultimate table of
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mortality (with such modification and extensionbelow age twenty as
may be approvedby the InsuranceCommissioner),with interestat a
rate not more than threeand one-half per centumand not less than
two per centumand its obligationsunder such policies shall be valued
accordingly.

(8) On or after the operativedateof section four hundredand ten
A (the StandardNon-forfeiture Law) of an act, approvedthe seven-
teenth day of May, one thousand nine hundred and twenty-one
(PamphletLaws, six hundred eighty-two), as amended,reservesfor
any policies or contractsmay be calculated,at the option of the
company,accordingto anystandardwhich producesgreateraggregate
reservesfor all such policies or contractsthan the standardin use by
such companyimmediately prior to the exercise of the option; and,
with theapprovalof the InsuranceCommissioner,anycompanywhich
at any time shall have adoptedany standardof valuation producing
greateraggregatereservesthan the minimum reservesaboveprovided
may adopt any lower standard of valuation for any policies or
contractsbut not lower than the minimum reservesaboveprovided
nor lower than the standardspecifiedin such policies or contractsor
the standardusedby suchcompanyfor the determinationof the non-
forfeiturevalues thereof.

(c) This subsectionshall apply only to policies and contractsissued
on or after the operativedateof section four hundredandten A (the
StandardNon-forfeitureLaw) of an act, approvedthe seventeenthday
of May, one thousandninehundredand twenty-one(PamphletLaws,
six hundredeighty-two), as amended,exceptas otherwiseprovided in
subparagraph(B) of paragraph(1) of this subsection for group
annuity and pure endowmentcontractsissuedprior to such operative
date.

(1) (A) Exceptas otherwiseprovided in subparagraph(B) of this
paragraph(1), the minimum standardfor. the valuation of all such
policies and contractsshall be the Commissionersreservevaluation
[methodi methodsdefined in [paragraphiparagraphs(2) and (3) of
this subsection(c), and In section303, threeand one-half per centum
(3 1/2%) interest for policiesand contractsother than group annuity
and pureendowmentcontractsand asprovidedin (lii) of this subpara-
graph (A) for group annuity andpure endowmentcontracts, or in the
caseof policies and contracts,other than annuity andpure endow-
ment contracts,issuedon or after [the effective dateof this amending
act of 1976 and prior to January1, 19861 June 23, 1976, four per
centum (4%) interestfor such policiesissuedprior to January 1, 1979
and four and one-halfper centum (4 1/2%) interest or such higher
rate of interest asmay be approvedfrom time to time by the Insur-
ance Commissionerfor such policies issued on or after January 1,
1979, and the following tables:

(i) For all Ordinary policies of life insuranceissued on the stan-
dard basis, excluding any disability and accidentaldeathbenefits in
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such policies, the Commissioners1941 StandardOrdinary Mortality
Table for suchpolicies issuedprior to the operativedateof clause(2)
of subsection(d) of section410 A (the StandardNon-forfeiture Law)
of “The InsuranceCompanyLaw of 1921,” and the Commissioners
1958 StandardOrdinaryMortality Table for suchpolicies issuedon or
after such operativedate: Provided, That for any categoryof such
policies issuedon femalerisks; all modified net premiumsand present
values referredto in this section may be calculatedaccordingto any
agenot morethan [threel six years youngerthanthe actual ageof the
insured.

(ii) For all Industrial life insurancepolicies issuedon the standard
basis,excluding any disability and accidentaldeathbenefits in such
policies, the 1941 StandardIndustrialMortality Table for suchpolicies
issuedprior to the operativedateof paragraph(3) of subsection(d) of
section410-A (The StandardNon-forfeiture Law) of “The Insurance
Company Law of 1921,” and the Commissioners1961 Standard
Industrial Mortality Table for such policies issued on or after such
operativedate.
• (iii) For Individual Annuity and Pure Endowment contracts,
excluding any disability and accidental death benefits in such
contracts, the 1937 Standard Annuity Mortality Table, or at the
option of the company, the Annuity Mortality Table for 1949 Ulti-
mate or any modification of either of thesetables approvedby the
InsuranceCommissioner.

For all annuities and pure endowmentspurchased under Group
Annuity andPureEndowmentcontracts,excludinganydisability and
accidentaldeathbenefits in such contracts,either the Group Annuity
Mortality Table for 1951, or anymodification of such tableapproved
by the InsuranceCommissioner,with interestat threeand one-halfper
centum(3 1/2%)or, at the option of the company,the 1971 Group
Annuity Mortality Table or any modification of this table approved
by the Insurance Commissioner,In which eventfive per centum (5%~)
interest shall be usedin determining the minimum standardfor the
valuation of such contracts; or at the option of the company, any of
the tablesor modifications of tables specifiedfor Individual Annuity
and PureEndowmentcontracts.

(iv) For Total and PermanentDisability benefitsin or supplemen-
tary to Ordinarypolicies or contracts,for policies or contractsissued
on or after January1, 1966, the tablesof Period2 disablementrates
and the 1930 and 1950 terminationratesof the 1952 Disability Study
of the Society of Actuaries,with dueregard to the typeof benefit; for
policies or contractsissued on or after January1, 1961,andprior to
January1, 1966, either such tablesor, at the option of the company,
the Class (3) Disability Table (1926) and for policies issuedprior to
January1, 1961, the Class(3) Disability Table (1926). Any such table
shall, for active lives, be combined with a mortality table permitted
for calculatingthe reservesfor life insurancepolicies.
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(v) For AccidentalDeath benefitsin or supplementaryto policies,
for policies issuedon or after January1, 1966, the 1959 Accidental
Death Benefits Table; for policies issuedon or after January1, 1961,
andprior to January1, 1966,either such tableor, at the option of the
company, the Inter-CompanyDouble Indemnity Mortality Table; and
for policies issued prior to January 1, 1961, the Inter-Company
Double Indemnity Mortality Table. Either table shall be combined
with a mortality table permittedfor calculating the reservesfor life
insurancepolicies.

(vi) For Group Life insurance, life insurance issued on the
substandardbasis and other special benefits, such tables as may be
approvedby the InsuranceCommissioner.

(B) The minimum standardfor valuationof all individual annuity
andpureendowmentcontractsissuedon or after theoperativedateof
this subparagraph(B), as defined herein, and for all annuitiesand
pure endowmentspurchasedon or after such operativedate under
group annuity and pure endowmentcontracts,shall be the Commis-
sioner’s reserve valuation (method) methodsdefined in [paragraph)
paragraphs(2) and (3) of this subsection(c) and the following tables
andinterestrates:
• (i) For individual annuity and pure endowmentcontractsissued
prior to [January 1, 19861 January 1, 1979, excluding any disability
and accidentaldeathbenefits in such contracts,the 1971 Individual
Annuity Mortality Table, or any modification of this table approved
by the InsuranceCommissioner;and six per centum(6¾)interestfor
single premium immediate annuity contracts,and four per centum
(4%) interest for all other individual annuity and pure endowment
contracts.

[(ii) For individual annuity and pure endowmentcontractsissued
on or after January1, 1986, excluding any disability and accidental
death benefits in such contracts, the 1971 Individual Annuity
Mortality Table, or any modification of this table approvedby the
InsuranceCommissioner,andthreeand one-half per centum (3 1/2%)
interest.)

(ii) For individual single premium immediate annuity contracts
issued on or after January 1, 1979, excluding any disability and
accidental death benefits in such contracts, the 1971 Individual
Annuity Mortality Table, or any modification of this table approved
by the Insurance Commissioner, and seven and one-half per
centum (7 1/2%) interest or such higher rate of interest Os may be
approvedfrom time to timeby the Insurance Commissioner.

(iii) For individual annuity and pure endowmentcontracts issued
on or after January 1, 1979, other than single premium immediate
annuity contracts, excluding any disability and accidentaldeath bene-
fits in such contracts, the 1971Individual Annuity Mortality Table, or
any modification of this table approvedby the InsuranceCommis-
sioner, andfive and one-halfper centum(5 1/2%) interestfor single
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premium deferredannuity and pure endowmentcontractsand four
and one-half per centum (4 1/2%) interest for all other such
individual annuityandpure endowmentcontractsor such higher rate
or rates of interest as may be approvedfrom time to time by the
Insurance Commissioner.

[(lii)] (iv) For all annuitiesand pure endowmentspurchasedprior
to [January 1, 1986) January 1, 1979under group annuity and pure
endowmentcontracts,excluding any disability and accidental death
benefits purchasedunder such contracts, the 1971 Group Annuity
Mortality Table, or any modification of this table approvedby the
InsuranceCommissioner,and six per centum(6%) interest.

[(iv) For all annuitiesand pure endowments purchasedon or after
January 1, 1986 undergroup annuity and pure endowmentcontracts,
excluding anydisability and accidentaldeathbenefitspurchasedunder
such contracts, the 1971 Group Annuity Mortality Table, or any
modification of this table approvedby the InsuranceCommissioner,
and three and one-half per centum (3 1/2%) interest.)

(v) For all annuities and pure endowmentspurchasedon or after
January 1, 1979 under group annuity and pure endowmentcontracts,
excluding any disabilityand accidentaldeath benefitspurchasedunder
such contracts, the 1971 Group Annuity Mortality Table, or any
modification of this table approvedby the InsuranceCommissioner
andsevenandone-halfper centu,n (7 1/2%) interestor such higher
rate of interest asmay be approvedfrom time to time by the Insur-
ancéCommissioner.

After [the effective date of this act] June 23, 1976, a companymay
file with the InsuranceCommissionera written notice of its electionto
comply with the provisionsof this subparagraph(B) after a specified
date before January1, 1979, which shall be the operativedateof this
subparagraph(B) for such company: Provided,That a companymay
electadifferentoperativedate for individual annuity and pureendow-
ment contractsfrom that electedfor group annuity and pure endow-
ment contracts.Whenever a companymakes no such election, the
operativedate of this subparagraph(B) for such companyshall be
January1, 1979.

(2) [Reserves) Except as otherwiseprovided in paragraph (3) of
this subsection (c), and in section303, reservesaccording to the
Commissionersreservevaluation method, for the life insuranceand
endowmentbenefitsof policies providing for a uniform amount of
insuranceandrequiringthe paymentof uniform premiumsshall bethe
excess,if any, of the presentvalue, at the date of valuation, of such
future guaranteedbenefitsprovided for by suchpolicies, over the then
presentvalue of any future modified net premiums therefor. The
modified net premiums for any such policy shall be such uniform
percentageof the respectivecontract premiumsfor such benefits that
the presentvalue, at the date of issue of the policy, of all such
modified net premiumsshall be equal to the sum of the then present
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value of suchbenefitsprovidedfor by the policy andthe excessof (A)
over (B), as follows:

(A) A net level annualpremium equal to the presentvalue, at the
dateof issue,of such benefitsprovided for after the first policy year,
divided by the presentvalue,at the dateof issue,of an annuity of one
per annumpayable on the first and each subsequentanniversaryof
such policy on which a premium falls due: Provided,however, That
such net level annualpremium shall not exceedthe net level annual
premium on the nineteenyear premiumwhole life plan for insurance
of the sameamountatan ageoneyearhigher thanthe ageat issueof
suchpolicy.

(B) A net oneyearterm premiumfor suchbenefitsprovided for in
the first policy year.

Reserves,accordingto the Commissionersreservevaluationmethod
for (i) life insurancepolicies providing for a varying amountof insur-
anceor requiringthe paymentof varying premiums,(ii) group annuity
and pure endowmentcontractspurchasedundera retirementplan or
plan of deferred compensation, established or maintained by an
employer (including a partnership or sole proprietorship) or by an
employe organization, or by both, other than a plan providing
individual retirement, accounts or individual retirement annuities
under section408 of the Internal RevenueCode,asnow or hereafter
amended,(iii) disability and accidentaldeathbenefits in all policies
and contracts,and (iv) all other benefits, except life insuranceand
endowmentbenefitsin life insurancepolicies, and benefitsprovidedby
all otherannuity andpure endowmentcontractsshall be calculatedby
a method consistentwith the principles of this paragraph(2) of this
subsection (c), except that any extra premiums chargedbecauseof
impairmentsor specialhazardsshall be disregardedin the determina-
tion of modified net premiums.

(3) This section shall apply to all annuity and pure endowment
contracts other than group annuity and pure endowmentcontracts
purchasedunder a retirementplan or plan of deferredcompensation,
establishedor maintained by an employer(including a partnership or
soleproprietorship) or by an employeorganization, or by both, other
than a plan providing individual retirementaccountsor individual
retirement annuities under section408 of the Internal RevenueCode,
asnow orhereafteramended.

Reservesaccordingto the commissionersannuityreservemethodfor
benefitsunder annuity or pure endowmentcontracts, excludingany
disability andaccidentaldeath benefitsin such contracts,shall be the
greatestof the respectiveexcessesof the present values, at the dateof
valuation, of the future guaranteed benefits, including guaranteed
non-forfeiture benefits, providedfor by such contracts at the end of
each respectivecontract year, over the present value, at the dateof
valuation, of anyfuture valuation considerationsderivedfrom future
gross considerations,required by the terms of such contract, that
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becomepayableprior to the endof suchrespectivecontractyear. The
future guaranteedbenefitsshall be determinedby usingthe mortality
table, if any, and the interest rate, or rates, specifiedin suchcontracts
for determiningguaranteedbenefits.The valuation considerationsare
the portions of the respectivegrossconsiderationsapplied under the
termsofsuchcontractsto determinenon-forfeiturevalues.

~(3)] (4) In no event shall a company’s aggregatereservesfor all
life insurancepolicies, excludingdisability and accidentaldeathbene-
fits, be less than the aggregatereservescalculatedin accordancewith
the [method] methodsset forth in [paragraph(2)) paragraphs(2) and
(3) of this subsection(c), and in section303, and the mortality table
or tablesand rateor ratesof interestused in calculatingnon-forfeiture
benefitsfor suchpolicies.

[(4)) (‘5~) Reservesfor anycategoryof policies, contractsor benefits
as establishedby the InsuranceCommissioner,may be calculated,at
the option of the company,accordingto anystandardswhich produce
greater aggregatereserves for such category than those calculated
accordingto the minimum standardherein provided, but the rate or
ratesof interestusedfor policiesandcontractsotherthan annuityand
pure endowmentcontractsshall not be higher than the corresponding
rate or ratesof interestused in calculatinganynon-forfeiturebenefits
provided for therein.~:Provided, however, That reservesfor partici-
pating life insurancepolicies may, with the consentof the Insurance
Commissioner,be calculatedaccordingto a rateof interest lower than
the rate of interest used in calculatingthe non-forfeiture benefitsin
such policies, with the further proviso that if such lower rate differs
from the rateused in the calculationof the non-forfeiturebenefitsby
more than one-half per centum (1/2%) the company issuing such
policies shall file with the InsuranceCommissionera plan providing
for such equitable increases,if any, in the cashsurrendervaluesand
non-forfeiturebenefitsin such policies as the InsuranceCommissioner
shall approve.

(5)1 (6) Any such companywhich at any time shall have adopted
any standardof valuation producing greateraggregatereservesthan
thosecalculatedaccordingto the minimum standardhereinprovided
may, with the approval of the InsuranceCommissioner,adopt any
lower standardof valuation, but not lower than the minimum herein
provided.

(d) The aggregatereservesor net value so ascertainedof the poli-
cies and contractsof anysuch life insurancecompanyshall be deemed
its reserveliability, to provide for which it shallhold funds in secure
investmentsof an amountequalto such net value aboveall its other
liabilities. The InsuranceCommissionershall, after havingdetermined
as above the net value of all the policies and contractsin force, see
that the companyhasthatamount in safe legal securities,after all its
other debtsandclaimsagainstit havebeenprovidedfor.
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(e) The provisionsof this section for the valuationof policies and
for premiumratesshall not apply to companiesor associationstrans-
actingbusinesson themutualassessmentplan.

Section2. Section303 of the act, amendedMay 1, 1945 (P.L.346,
No.145), is amendedto read:

Section303. [Deficiency) Minimum Reserve Requirements of
Companies Charging Less Than Net Premiums Computed on
Mortality Tables.—If in anycontractyear the grosspremiumcharged
by any life insurancecompanyon any policy or contractis less than
the valuationnet premiumfor the policy or contract [according to the
mortality table, rate of interest and] calculatedby themethod used in
calculating the reserve thereon~, there shall be maintained on such
policy or contract a deficiency reserve in addition to all other reserves
required by law. For each such policy or contract the deficiency
reserve shall be the present value, according to such standard, of an
annuity of the difference between such net premium and the premium
charged for such policy or contract, running for the remainder of the
premium-paying period. At the option of the company the net
premium for the purpose of this section for all policies and contracts
issued prior to the operative date of section four hundred and ten A
(The Standard Non-forfeiture Law) of an act, approved the seven-
teenth day of May, one thousand nine hundred and twenty-one
(Pamphlet Laws, six hundred eighty-two), as amended, shall be
computed according to the table of mortality and rate of interest
prescribed for such insurance in clauses (1), (2), (3) or (4) of
subsection(b) of section three hundred and one of this act, exceptthat
it shall be computed according to the table of mortality and rate of
interest specified in the policy as the basis of the reserve for such
insurance, if the table sospecified is the American men ultimate table
of mortality.] but usingtheminimumvaluationstandardsof mortality
and rate of interest, the minimumreserverequiredfor suchpolicy or
contractshall be the greaterof either the reservecalculatedaccording
to the mortality table, rate of interest, and methodactually usedfor
such policy or contract, or the reserve calculatedby the method
actually usedfor such policy or contract but using the minimum
standardsof mortality and rate of interestandreplacing the valuation
net premiumby the actual grosspremiumin each contract yearfor
which the valuationnetpremiumexceedsthe actualgrosspremium.

Section3. This actshall takeeffect immediately.

APPROVED—The3rd dayof July, A. D. 1980.

DICK THORNBURGH


