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No. 90

AN ACT

SB 636

AmendingtheactofMay 17, 1921 (P.L.789, No.285),entitled,asamended,“An act
relating to insurance;establishingan insurancedepartment;andamending,
revising, and consolidatingthe law relating to the licensing, qualification,
regulation,examination,suspension,and dissolutionof insurancecompanies,
Lloyds associations,reciprocaland inter-insuranceexchanges,and certain
societiesand orders, the examinationand regulationof fire insurancerating
bureaus,andthe licensingandregulationof insuranceagentsand_brokers;the
service of legal processupon foreign insurancecompanies,associationsor
exchanges;providingpenalties,andrepealingexistinglaws,” further regulating
the computationof the reserveliability of life, health,andaccidentinsurance
policiesand annuity contracts.

The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby
enactsasfollows:

Section1. Paragraph(6) of subsection(b) of section301, actof May
17, 1921 (P.L.789,No.285),knownas “The InsuranceDepartmentAct of
one thousandnine hundredand twenty-one,”amendedMay 1, 1945
(P.L.346,No.145),is amendedto read:

Section301. Computationof ReserveLiability._* * *

(b) This subsectionshall apply only to policies andcontractsissued
prior to theoperativedateof sectionfourhundredandtenA (theStandard
Non-forfeitureLaw) of anact, approvedtheseventeenthday of May, one
thousandnine hundredand twenty-one(PamphletLaws, six hundred
eighty-two),as amended.

(6) [The] Except as otherwiseprovided in subparagraph (B) of
paragraph (1) of subsection(c) of this sectionfor groupannuity andpure
endowmentcontracts, the legal minimum standardfor valuation of
annuitiesissuedafterJanuaryone,onethousandninehundredandtwelve,
shallbeMcClintock’s tableof mortalityamongannuitants,with interestat
threeand one-halfpercentumperannum;but annuitiesdeferredten or
moreyears,andwritten in connectionwith life or terminsurance,shall be
valuedupon the samemortality table from which the considerationor
premiumswerecomputed,with interestnot higherthanthreeandone-half
percentumperannum.

Section 2. The introductory paragraphof subsection(c) and the
introductoryparagraphof paragraph(1) of subsection(c) ofsection301 of
the act, added May 1, 1945 (P.L.346, No.145), are amendedand a
subparagraphis addedto paragraph(1) to read:

Section301. Computationof ReserveLiability._* * *

(c) Thissubsectionshallapplyonly to policiesandcontractsissuedon
or afterthe operativedateof sectionfour hundredandtenA (theStanda~rd
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Non-forfeitureLaw) of anact,approvedtheseventeenthdayof May,one
thousandnine hundredand twenty-one(PamphletLaws, six hundred
eighty-two), as amended,exceptas otherwiseprovidedin subparagraph
(B) of paragraph (1) of this subsectionfor group annuity andpure
endowmentcontractsissuedprior to such operativedate.

(1) [The] (A) Exceptasotherwiseprovidedin subparagraph(B~fthis
paragraph(1), theminimumstandardfor thevaluationof all suchpolicies
and contracts shall be the Commissionersreserve valuation method
defined in paragraph(2) of this subsection(c), threeand one-halfper
centum(3 ‘/2%) interest,or in thecaseofpoliciesandcontracts,otherthan
annuityandpureendowmentcontracts,issuedon orafter theeffectivedate
of this amendingact0/1976andprior to January1, 1986,fourpercentum
(4%) interest, andthe following tables:

(B) Theminimum standard/orvaluation ofall individualannuityand
pure endowmentcontractsissuedon or after the operativedateof this
subparagraph(B), as defined herein, and for all annuities andpure
endowmentspurchasedon or after such operativedate under group
annuity and pure endowmentcontracts, shall be the Commissioner’s
reservevaluation methoddefinedin paragraph (2) of this subsection(c)
andthefollowing tablesand interest rates:

(i) For individualannuity andpureendowmentcontractsissuedprior
to January1, 1986,excludingany disability andaccidentaldeathbenefits
in such contracts, the 1971 Individual Annuity Mortality Table, or any
modification of this table approvedby theInsuranceCommissioner;and
six per centum (6%) interest for single premium immediate annuity
contracts, andfour per centum (4%) interest for all other individual
annuity andpure endowmentcontracts.

(ii) For individualannuityandpureendowmentcontractsissuedon or
after January 1, 1986, excluding any disability and accidentaldeath
benefitsin suchcontracts,thel971IndividualAnnuityMortality Table,or
any modUicationof this tableapprovedby theInsuranceCommissioner,
and threeandone-hajf per centum(3 ‘,4%) interest.

(iii) For all annuities and pure endowmentspurchasedprior to
January 1, 1986 under group annuity andpure endowmentcontracts,
excluding any disability and accidentaldeathbenefitspurchasedunder
such contracts, the 1971 Group Annuity Mortality Table, or any
modjfication of this table approvedby theInsurance Commissioner,and
six per centum(6%) interest.

(iv) For all annuities and pure endowmentspurchasedon or after
January 1, 1986 under group annuity andpure endowmentcontracts,
excluding any disability and accidentaldeathbenefitspurchasedunder
such contracts, the 1971 Group Annuity Mortality Table, or any
modification of this table approvedby theInsurance Commissioner,and
threeand one-halfper centum(3 ½%)interest.
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After theeffectivedateofthisact acompanymayfile withtheInsurance
Commissionera writtennotice0/itselectiontocomplywiththeprovisior.s
of this subparagraph(B) after a specifieddatebeforeJanuary1, 1979,
which shall be the operativedate of this subparagraph(B) for such
company:Provided, Thata companymayelecta d(fferentoperativedate
for individualannuityandpureendowmentcontractsfrom-thatelccfe4for
group annuity and pure endowmentcontracts. Whenevera company
makesno suchelection,the operativedateofthis subparagraph(B)for
suchcompanyshallbeJanuary1, 1979.

***

Section3. Section 301.1 of the act, addedMay 20, 1949 (P.L.1500,
No.450),is amendedto read:

Section301.1. Computationof [Policy and Loss] ReserveLiability;
[Noncancellable]Health and Accident Insurance.—(a)The Insurance
[Commissioners]Commissionershall eachyear value or cause to be
valued,or shallannuallyrequiretheinsurerto valueorcausetobevalaed;
thereserveliabilities, asofthethirty-first dayofDecemberof thepreceding
year, of every life insurance company doing business in this
Commonwealth,with respectto all of its [noncancellable]healthand
accidentinsurance[issuedon andafter Januaryfirst, onethousandnine
hundredfifty] policies.For allsuchpolicies,thecompanyshallmaintainan
activehfe reservewhichshallplacea soundvalueon its liabilitiesunder
suchpoliciesand be not less than the reserveaccordingto appropriate
standardssetforth in regulationsissuedby theInsuranceCommissioner
and, in no event,less in the aggregatethan thepro rata grossunearned
premiumsfor suchpolicies.

[(b) The legalminimumstandardfor computingtheactivelife reserve,
includingthe unearnedpremiumreserveofsuchnoncancellablehealthand
accidentpolicies issuedon and after January first, one thousandnine
hundredfifty, shall be basedon the ConferenceModification of ClassIll
Disability Table,with interestnotto exceedthreeandone-halfpercentum
perannum,on the full preliminaryterm basis.The disabledlife reserves
undersuchnon-cancellablehealthandaccidentpoliciesissuedon andafter
suchdateshall also be basedon suchtable,exceptthat for claimsof less
than twenty-seven months’ duration, the reserve may be taken as
equivalentto the prospectiveclaim payment,in the caseof short term
contracts,or to threeandone-halftimestheelapsedperiodof disability,in
the caseof unlimited contracts:Provided,That in the caseof unlimited
contracts,the reserveshallnotbe lessthan the equivalentof sevenweeks’
claim payments.

(c) The InsuranceCommissionermay modify the applicationof the
requirementsprescribedin thissectionto policiesor toclaims-arising-under
policies in accordancewith the waiting periodcontainedin such policies
andin accordancewithany limitationas tothetimefor whichindemnity-is
payable,or in suchothermanneras the actualfacts warrant.]
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(d) [The InsuranceCommissionermay,wheneverhedeemsit prudent,
for the protection of policyholders in this Commonwealth,vary the
standardin particular cases.]This section shall not apply to total and
permanentdisability benefits,supplementaryto life insuranceor annuity
policies or contracts.

Section4. Section 311.1 of the act, addedMay 20, 1949 (P.L.1498,
No.449),is amendedto read:

Section 311.1. Computationof [Policy and LossReserves]Reserve
Liability; [Noncancellable]HealthandAccidentInsurance[IssuedOnand
After January First, One ThousandNine HundredFiftyj.—(a) The
InsuranceCommissionershall eachyearvalueor causeto be valued, or
shallannuallyrequiretheinsurerto yalueor causeto bevalued,thereserve
liabilities, asof the thirty-first day of Decemberof theprecedingyear,of
every casualtyinsurancecompanydoing businessin this Commonwealth,
with respectto all of its [noncancellable]healthand accidentinsurance
[issued on and after January first, one thousand nine hundredfifty]
policies.For all suchpolicies the companyshallmaintainan activehfe
reservewhichshallplaceasoundvalueonits liabilitiesunder-such-policies
and be not less than the reserveaccordingto appropriatestandardsset
forth in regulationissuedby theInsuranceCommissionerand,innoevent,
less in theaggregatethan thepro rata grossunearnedprenriunis-forsuch
policies.

[(b) Thelegalminimumstandardfor computingtheactivelife re~erve,
includingtheunearnedpremiumreserveofsuchnoncancellablehealthand
accidentpolicies,shall bebasedon the ConferenceModificationof Class
III Disability Table, with interestnot to exceedthreeandone-halfper
centum perannum,on the full preliminaryterm basis.The disabledlife
reserveundersuchnoncancellablehealthandaccidentpolicies issuedon
andaftersuchdateshallalsobebasedon suchtable,exceptthatfor claims
of less thantwenty-sevenmonths’ duration,the reservemay be takenas
equivalent to the prospectiveclaim payment,in the caseof short term
contracts,or to threeandone-halftimestheelapsedperiodof disability,in
the caseof unlimited contracts:Provided,That in the caseof unlimited
contracts,the reserveshallnot beless thanthe equivalentof sevenweeks’
claim payments.

(c) The InsuranceCommissionermay modify the applicationof the
requirementsprescribedin thissectionto policiesorto claimsarisingunder
policies in accordancewith the waiting periodcontainedin such policies
andinaccordancewith anylimitation astothetimefor which indemnityis
payable,or in suchothermanneras the actualfacts warrant.]

(d) [TheInsuranceCommissionermay,wheneverhedeemsit prudent,
for the protection of policyholdersin this Commonwealth,vary the
standardin particular cases.]The InsuranceCommissionermay, with
respectto any foreign or alien insurer, accepta like valuation of the
insurancesupervisingofficial of thestate,provinceor foreigncountry in
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which suchinsurerisdomiciled,ii suchvaluationis madeupona basisand
accordingto standardsproducinganaggregatereservenot lessthanherein
contained.

Section5. This act shall takeeffect immediately.

APPROVED—The23rd day of June,A. D. 1976.

MILTON J. SHAPP


