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have made previousassessmentsagainstsuch resident.
In anysuch caseno credit shallbe given for any penalty
formerly assessedandpaid.

Act effectIve Section 2. This act shall take effect immediately.
immediately.

APPROVED—The2nd dayof September,A. D. 1961.

DAVID L. LAWRENCE

No. 540

AN ACT

Providing for the regulation of credit life insuranceand credit
accidentand health insurance;conferring powersand imposing
duties on the InsuranceCommissionerandprescribingpenalties.

d~e~u~t~ The GeneralAssemblyof the Commonwealthof Penn-
of Credit Life sylvaniaherebyenactsas follows:
Insurance and

~ Section 1. Purpose.—Thepurposeof this act is to
Insurance, promote the public welfare by regulating credit life

insuranceand credit accident and health insurance.
Nothing in this act is intendedto prohibit or discourage
reasonablecompetition. The provisionsof this act shall
be liberally construed.

Section 2. Scope of Act; Short Title; Definitions.
—(a)

(1) This act shall be known andmay be cited as the
“Model Act for the Regulationof Credit Life Insurance
andCredit Accidentand Health Insurance.”

(2) All life insurance and all accident and health
insurancein connectionwith loansor othercredit trans-
actions shall be subject to the provisions of this act,
exceptsuch insurancein connectionwith a loan or other
credit transactionof morethan five yearsduration,nor
shall insurancebe subjectto the provisionsof this act
wheretheissuanceof suchinsuranceis an isolatedtrans-
actionon the part of the insurernot related to an agree-
ment Or a plan for insuring debtorsof the creditor.

(b) As used in this act:
(1) “Credit life insurance” meansinsuranceon the

life of a debtor pursuant to or in connectionwith a
specific loan or other credit transaction.

(2) ‘‘Credit accident and health insurance’’ means
insuranceon a debtorto provide indemnity for payments
becomingdue on a specific loan or other credit trans-
action while the debtor is disabled as defined in the
policy.

(3) “Creditor” meansthe lenderof moneyor vendor
or lessorof goods,services,propertyrights or privileges
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for which payment is arrangedthrough a credit trans-
actionor any successorto the right, title or interestof
any such lender,vendor or lessorandan affiliate, asso-
ciateor subsidiaryof any of themor anydirector,officer
or employeof any of them or any other personin any
way associatedwith any of them.

(4) “Debtor” meansa borrowerof money or a pur-
chaseror lesseeof goods, services,property rights or
privilegesfor whichpaymentis arrangedthrougha credit
transaction.

(5) “Indebtedness”meansthe total amount payable
by a debtor to a creditor in connectionwith a loan or
othercredit transaction.

(6) “Commissioner” means the InsuranceCommis-
sioner.

Section 3. Formsof Credit Life InsuranceandCredit
Accident and Health Insurance.—Creditlife insurance
andcredit accidentandhealth insuranceshallbe issued
only in the following forms:

(1) Individual policies of life insuranceto insurethe
lives of debtorson the term plan.

(2) Individual policies of accidentand health insur-
ance to insure debtors on a term plan or disability
benefit provisions in individual policies of credit life
insurance.

(3) Group policies of life insurance issued for de-
livery to creditors providing insurance upon the lives
of debtorson the term plan.

(4) Group policies of accident and health insurance
issuedfor delivery to creditorson a term plan insuring
debtorsor disability benefit provisionsin group credit
life insurancepolicies to providesuchcoverage.

Section 4. Amount of Credit Life Insurance and
Credit Accident andHealth Insurance.—(a)The initial
amountof credit life insuranceshallnot exceedthe total
amountrepayableunder the contractof indebtedness.

Whereanindebtednessrepayablein substantiallyequal
installmentsis securedby an individual policy of credit
life insurance,the amount of insuranceshallat no time
exceed the scheduledamount of indebtednessor the
amountof unpaidindebtedness,whicheveris the greater,
andwheresecuredby a grouppolicy of creditlife insur-
ance shall at no time exceed the amount of unpaid
indebtedness.

(b) Notwithstandingany other provisionsof this act,
insuranceonagriculturalcredittransactioncommitments
not exceedingone year in duration may be written
up to the amount of the loan commitmenton a non-
decreasingor level term plan.
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(c) Notwithstandingany other provisionsof this act
or any other section, insurance on educational credit
transactioncommitmentsmay be written for the amount
of the portion of such commitment that has not been
advancedby the creditor.

(d) The total amount of periodic indemnity payable
by credit accidentand health insurancein the event of
disability as defined in the policy shall not exceedthe
aggregateof the periodicscheduledunpaid installments
of the indebtednessand the amount of each periodic
indemnitypaymentshallnotexceedtheoriginal indebted-
nessdivided by the numberof periodicinstallments.

Section 5. Term of Credit Life Insuranceand Credit
Accident and Health Insurance.—Theterm of any credit
life insurance or credit accident and health insurance
shall, subject to acceptanceby the insurer, commence
on the date when the debtor becomesobligated to the
creditor or the date from which interest or finance
chargesaccrueif later, except that wherea grouppolicy
provides coveragewith respect to existing obligations,
the insuranceon a debtor with respectto such indebted-
nessshall commenceon the effectiVe dateof the policy.
Where evidence of insurability is required and such
evidence is furnished more than thirty days after the
datewhen the debtor becomesobligated to the creditor.
the term of the insurancemay commenceon the date
on winch the insurancecompanydeterminesthe evidence
to be satisfactoryand, in such event, thereshall be an
appropriaterefund or adjustmentof any chargeto the
debtor for insurance. The term of such insuranceshall
not extendmore than fifteen days beyondthe scheduled
maturity dateof the indebtedness,exceptwhenextended
without additional cost to the debtor. If the indebted-
ness is dischargeddue to renewal or refinancing prior
to the scheduledmaturity date, the insurancein force
shall be terminatedbefore any new insurancemay be
issued in connectionwith the renewed or refinanced
indebtedness.In all casesof terminationprior to sched-
uled maturity, a refund shall be paid or credited as
provided in section 8.

Section 6. Provisionsof Policiesand Certificates of
InsuranceDisclosure to Debtors.—(a) All credit life
insuranceandcredit accidentandhealthinsuranceshall
be evidencedby an individual policy or in the case of
group insuranceby a certificate of insurance,which
individual policy or group certificateof insuranceshall
be delivered to the debtor.

(b) Each individual policy or group certificate of
credit life insuranceor credit accidentandhealthinsur-
anceshall, in additionto otherrequirementsof law, set
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forth the name and home office addressof the insurer,
the name or namesof the debtor or in the case of a
certificateunder a group policy the identity by name
or otherwiseof the debtor, the rate or amount of pay-
ment, if any, by the debtor separatelyfor credit life
insuranceand credit accident and health insurance, a
descriptionof the amount, term and coverageincluding
any exceptions,limitations or restrictionsandshall state
that the benefitsshall be paid to the creditor to reduce
or extinguishthe unpaid indebtedness,andwhereverthe
amount of insurancemay exceedthe unpaid indebted-
nessthat any suchexcessshallbepayableto a beneficiary
other than the creditor namedby the debtor or to his
estate.

(e) Said individual policy or group certificate of
insuranceshallbe deliveredto the insureddebtorwithiu
thirty daysafter thedate theindebtednessis incurred.

(d) If a separateidentifiable chargeis made to the
debtor for the insurance and an individual policy or
group certificate of insurance is not delivered to the
debtor at the time the indebtednessis incurred,a copy
of the application for such policy or a notice of pro-
posedinsuranceshall be delivered to the debtor at such
time,which shall set forth the identity by nameor other-
wiseof the personor personsinsured,therateor amount
of paymentby the debtor, if any, separatelyfor credit
life insuranceandcredit accidentand health insurance,
anda statementthat subjectto acceptanceby the insurer
and within thirty days, therewill be delivered to the
debtor a policy or certificate of insurance naming the
insurer and fully describing the insurance. The copy
of the application for or notice of proposedinsurance
shall also refer exclusively to insurance coverageand
shallbe separateandapart from the loan, saleor * other
credit statementof account, instrumentor agreement.
unless the information required by this subsectionis
prominently set forth therein. Upon acceptanceof the
insuranceby the insurer and within thirty days of the
dateupon which the indebtednessis incurred,the insurer
shall causethe individual policy or group certificateof
insuranceto be deliveredto the debtor. Saidapplication
or notice of proposedinsurance shall state that upon
acceptanceby the insurer, the insurance shall become
effectiveas providedin section 5.

(e) If the namedinsurer doesnot accept the risk,
then and in such event, the debtor shall receivea policy
or certificateof insurance setting forth the name and
home office addressof the substituted insurer and the
amountof thepremium to be charged,andif the amount

* “or” in original.
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of premiumis less thanthat setforth in the noticeof pro-
posedinsurance,an appropriaterefund shall be made.

Section 7. Filing Approval and Withdrawal of
Forms.—(a) All policies, certificates of insurance,
noticesof proposedinsurance,applicationsfor insurance,
endorsementsandridersdeliveredor issuedfor delivery
in this State,togetherwith the premium ratestherefor,
shall be filed with the commissionerfor approval. Forms
and rates so ified shall be approvedat the expiration
of thirty days after filing unless earlier approvedor
disapprovedby the commissioner. The commissionerby
written notice to the insurer may, within such thirty
day period, extend the period for approvalor disap-
proval for an additional thirty days.

(b) The commissionershall,within thewaiting period
or any extensionthereof after the filing of any such
policies, certificates of insurance,notices of proposed
insuranceapplicationsfor insuranceendorsements,riders
and premium rates,disapproveany such form or pre-
mium ratesif the table of premiumrateschargedor to
be charged appearsby reasonableassumptionsto be
excessivein relationto benefits,or if suchform contains
provisions which are unjust, unfair, inequitable,mis-
leading, deceptiveor encouragemisrepresentationsof
the coverage or are contrary to any provision of the
insurancelawsor of anyrule or regulationpromulgated
-f-I-, am,,, 11 n-n Tn ~1n+A-nn, in in 17 U1}l nfl-in-n f-n a
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suchform or premiumrates,the commissionershall give
due considerationto past and prospectiveloss experi-
ence within and outside this Commonwealthto under-
writing practiceand judgmentto the extentappropriate
to a reasonablemargin for underwriting profit and
contingenciesto past and prospective expenses,both
countrywideandthosespecially applicableto this Com-
monwealth,andto all otherrelevant factorswithin and
outside this Commonwealth.

(c) If the commissionernotifies the insurer that the
form or premium rate is disapproved,it is unlawful
thereafterfor suchinsurer to issue or usesuchform or
rates. In such notice, the commissionershall specify
the reasonfor his disapprovaland statethat a hearing
will be grantedwithin twenty daysafter requestin writ-
ing by the insurer. No such policy, certificateof insur-
ance,notice of proposedinsurancenor any application,
endorsement,rider or premium rate shall be issued or
useduntil the expirationof thirty daysafter it hasbeen
so filed, unless the commissionershall give his prior
written approvalthereto.

(d) The commissionermay, at any time after a hear-
ing held not less than twenty days after written notice
to the insurer, withdraw his approvalof any such form
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or premiumrate on any ground set forth in subsection
(b) above. The written notice of such hearing shall
statethe reasonfor theproposedwithdrawal.

(e) It is not lawful for the insurerto issueor use such
formsor ratesafter the effectivedateof suchwithdrawal.

(f) Any order or final determinationof the commis-
sionerunderthe provisionsof thissectionshallbe subject
to judicial review.

(g) With regardto grouppolicies of creditlife insur-
ance or credit accident and health insurance:

(i) delivered in this State before the effective date
of this act, or

(ii) delivered in anotherstate before or after the
effective date of this act, the insurershall be required
to file only the groupcertificateandnotice of proposed
insurance,deliveredor issuedfor delivery in this State
as specified in subsections(b) and (d) of section 6 of
this act andsuchforms shallbe approvedby the commis-
sioner if they contain the information specified therein
and if the schedulesof premium ratesapplicableto the
insurance evidenced by such certificate or notice are
not in excessof the insurer’sschedulesof premiumrates
on file with the commissioner.

Section 8. PremiumsandRefunds.—(a)Any insurer
may reviseits schedulesof premium ratesfrom time to
time and shall file such revisedscheduleswith the com-
missioner. No insurershall issue any credit life insur-
ancepolicy or credit accidentandhealthinsurancepolicy
for which the premiumrate exceedsthat determinedby
the schedulesof such insureras then on file with the
commissioner: Provided, however, °That the premium
ratein effect on existing grouppolicies may becontinued
until the first policy anniversarydatefollowing the date
this act becomesoperative asprovided in section12.

(b) Eachindividual policy or group certificate shall
providethat in the eventof terminationof the insurance
prior to the scheduledmaturity dateof the indebtedness
anyrefundof an amountpaidby the debtorfor insurance
shall be paid or creditedpromptly to the personentitled
thereto:Provided,however,That the commissionershall
prescribeaminimum refund andno refund which would
be less than such minimum needbe made. The formula
to be usedin computingsuchrefund shall be filed with
andapprovedby the commissioner.

(c) If a creditor requiresa debtorto makeany pay-
ment for credit life insurance or credit accident and
health insuranceand an individual policy or group cer-
tificate of insurance is not issued, the creditor shall
immediatelygive written noticeto suchdebtorandshall
promptly makean appropriatecredit to the account.

“That” not in origInal.
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(d) The amount chargedto a debtor for any credit
life or credit health and accident insuranceshall not
exceedthe aggregateof the premiumsto be chargedby
the insureras computedat the time the chargeto the
debtor is determined.

(e) Nothing in this act shall beconstruedto authorize
any payments for credit life or credit accident and
health insurancenow prohibited under any statute or
rule thereundergoverningcredittransactions:Provided,
however,That where payment for credit life or credit
accident and health insuranceis not prohibited under
any statuteor rule thereundergoverningcredit trans-
actions, the commissions,dividendsor other returns to
the creditor therefrom shall not be deemeda violation
of this or any other law, general or special, civil or
criminal of the Commonwealthof Pennsylvania.

Section 9. Issuanceof Policies.—Al1policiesof credit
life insuranceand credit accidentandhealth insurance
shall be delivered or issued for delivery in this State
only by aninsurerauthorizedto do aninsurancebusiness
therein and shall be issued only through holders of
licensesor authorizationsissuedby the commissioner.

Section 10. Claims.—(a) All claimsshallbepromptly
reportedto the insureror its designatedclaim represen-
tative and the insurer shall maintain adequateclaim
files. All claims shall be settled as soonas possibleand
in accordancewith the terms of the insurancecontract.

(b) All claims shall be paid either by draft drawn
upon the insureror by checkof the insurerto the order
of the claimant to whom paymentof the claim is due
pursuantto the policy provisionsor upon direction of
suchclaimantto onespecified.

Cc) No plan or arrangementshall be usedwhereby
any person,firm or corporationother than the insurer
or its designatedclaim representativeshall be authorized
to settle or adjust claims. The creditor shall not be
designatedas claim representativefor the insurer in
adjustingclaims: Provided,That a group policyholder
may by arrangementwith thegroup insurerdrawdrafts
or checksin paymentof claims dueto the group policy-
holder subject to audit and review by the insurer.

Section 11. Existing Insurance,Choiceof Insurer.—
Whencredit life insuranceor credit accidentandhealth
insuranceis required as additional security for any
indebtedness,the debtor shall, upon request to the
creditor, have the option of furnishing the required
amount of insurancethrough existing policies of insur-
anceowned or controlled by him or of procuringand
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furnishing the required coveragethrough any insurer
authorizedto transactan insurancebusinesswithin this
State.

Section 12. Enforcement.—Thecommissioner may,
after notice and hearing, promulgate such rules and
regulationsas he finds to be appropriateandnecessary
for the supervisionof this act. Wheneverthe commis-
sioner finds that therehas been a violation of this act
or any rules and regulations promulgatedthereunder
and after written notice thereof and hearinggiven to
the insurer or other person authorized or licensedby
the commissioner,he shall set forth the details of his
findings, togetherwith an order for complianceby a
specified date. Such order shall be binding on the
insurerand other personauthorizedor licensedby the
commissioneron the date specified unlesssoonerwith-
drawn by the commissioner,or a stay thereofhas been
orderedby a court of competentjurisdiction. The pro-
visions of sections5, 6, 7, and 8 of this act shallnot be
operative until ninety days after the effective date of
this act, and the commissioner in his discretion may
extendby not more than an additional ninety days the
initial periodwithin which the provisionsof said sections
shallnot be operative. The provisionsof subsection(b)
of section 7 of this act with respectto approvalof rates
shallnotbe operativeasapplied to individual decreasing
term credit life insuranceuntil March 1, 1963.

Section 13. Judicial Review.—Any partyto the pro-
ceedingaffectedby an order of the commissionershall
be entitledto judicial review by following the procedure
setforth in the “Administrative AgencyLaw,” approved
June4, 1945 (P. L. 1388), and in the Rulesof Civil
Procedurepromulgatedby the SupremeCourt of Penn-
sylvania and in any amendmentsof either thereof.

Section 14. Penalties.—In addition to any other
penalty provided by law, any insurer or any person
who violates an order of the commissionerafter it has
becomefinal andwhile such order is in effect shall, upon
proof thereofto the satisfactionof the court, forfeit and
payto the Commonwealthof Pennsylvaniaa sum notto
exceedtwo hundredfifty dollars ($250) which may be
recoveredin a civil action, except that if suchviolation
is found to be willful, the amount of suchpenalty shall
be a sum not to exceedone thousanddollars ($1000).
Thecommissionerin hisdiscretionmayrevokeor suspend
the license or certificateof authority of the insurer or
the personguilty of such violation. Suchorder for sus-
pensionor revocation shall be upon notice and hearing
and shall be subject to judicial review as provided in
section13 of this act.
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General repeal.

Section 15. Separability Provision.—If any provi-
sion of this act or the application of such provision to
any personor circumstancesshall be held invalid, the
remainderof the act andthe applicationof suchprovi-
sion to any personor circumstances,other than thoseas
to which it is held invalid, shallnotbe affectedthereby.

Section 16. All acts and parts of acts are repealed
in so far as inconsistentherewith.

APPROVED—The2nd day of September,A. D. 1961.

DAVID L. LAWRENCE

No. 541

AN ACT

class.

Title and section
1, act of April
26, 1933, P. L.
59, amended.

Amending the act of April 26, 1933 (P. L. 89), entitled “An Act
authorizing any city of the secondclass in this Commonwealth
to sell or dispose of its interest in property condemnedfor
public park or for any public use to the holder of the rever-
sionary interest when the property is no longer neededfor
park purposesor for said public use,” authorizingthe property
to be leasedor to be usedfor other city purposes,andremoving
certain limitations on sale and disposition of the city’s right,
title, and interest in property.

The GeneralAssembly of the Commonwealthof Penn-
sylvaniaherebyenactsas follows:

Section 1. The title and section 1, act of April 26,
1933 (P. L. 89), entitled “An act authorizingany city
of the secondclass in this Commonwealth to sell or
disposeof its interestin property condemnedfor public
park or for any public use to the holder of the re-
versionaryinterestwhenthepropertyis no longerneeded
for park purposesor for said public use,” are amended
to read:

AN ACT

Authorizing any city of the secondclass in this Com-
monwealthto use the land for other city purposesor
to lease or sell or disposeof its interest in property
condemnedfor public park or for any public use
[to the holder of the reversionaryinterest] when the
propertyis no longer neededfor park purposesor for
said public use.

Section 1. Be it enacted,&c., That it shall be lawful
and the right is herebyconferredupon any city of the
secondclass in this Commonwealthto use the land for
other city purposesor to lease or to sell or otherwise
disposeof its right, title, and interestin property, or a

New tItle.

Disposition of
property no
longer needed
für ~~iiilic use.


