PENNSYLVANI A | NSURANCE DEPARTMENT
GUI DELI NES FOR THE REVI EW OF GROUP ANNUI Tl ES

Al t hough di stinctions exist between group and individual
annuities there is no statutory provision, which specifically
aut hori zes the issuance of group annuities. In the absence of
such authority, the Departnent always has applied the standards
established for the issuance of group life insurance policies to
group annuities issued in Pennsylvania. Additionally, the
Departnent has permtted the i ssuance of group annuities to
collective trusts in accordance with Section 1 (f) of the Types
Permtted portion below The follow ng guidelines anend the
Department’s current standards by meki ng them consistent with

t he amendnents to Act 367, the Goup Life Insurance Law,
contained in Act 1 of 1994.

Definitions

Annui tant — any person upon whose continued |life an annuity is
dependent .

Contract holder — the party or parties to whomor to which a
group annuity is issued.

Enmpl oyees — includes the enpl oyees of the enployer or enployers
and may include the enpl oyees of one or nore subsidiary
corporations. The term “enpl oyees” nmay al so i nclude one or nore
of the following: the enployees, individual proprietors, and
partners of one or nore affiliated corporations, proprietors or
partnerships, if the business of the enployer and of such
affiliated corporations, proprietors or partnerships is under
common control through stock ownership or contract; the

i ndi vidual proprietor or partners if the enployer is an

i ndi vi dual proprietor or a partnership; retired enpl oyees;

el ected or appointed officials if the contract is issued to

i nsure enpl oyees of a public body; and the trustees of a fund,
or their enployees or both, if their duties are principally
connected with such trusteeship.

Group Annuity — any contract whereby annuities are payable
dependent upon the continuance of the |lives of nore than one
person. This does not include individually issued joint,
survivorship or reversionary annuity contracts.



Types Pernitted

Section 1. Goup Annuity contracts may be issued in
Pennsyl vania in any of the foll ow ng circunstances:

(a)

(b)

(c)

(d)

A contract issued to an enployer, or to the trustees of a
fund established by an enpl oyer, which enployer or trustees
shal | be deened the contract hol der and which permts al

or any specified class or classes of its enployees to
becone annuitants.

A contract issued to a |labor union, a police fraternity, a
firemen’s fraternity or a teachers’ association or
federation which union, fraternity, association or
federation shall be deened the contract hol der and which
permts all or any specified class or classes of its
nmenbers to becone annuitants.

A contract issued to the trustees of a fund established by
an insurer for two or nore enployers or by two or nore
enpl oyers or by an insurer for one or nore | abor unions, or
by one or nore |abor unions or by an insurer for one or
nore enpl oyers and one or nore | abor unions or by one or
nore enpl oyers and one or nore | abor unions or by an

i nsurer for one or nore associations neeting the
qualifications specified below or by one or nore

associ ations neeting the qualifications specified bel ow,
whi ch trustees shall be deened the contract holder, to

i nsure enpl oyees of the enpl oyers or nenbers of the unions
or such association for the benefit of persons other than
t he enpl oyers or the unions or nenbers, enployees thereof,
and enpl oyees of the associations for the benefit of
persons other than the enployers or the unions or the
associ ati ons.

A contract issued to an association, which shall have a
constitution and by-laws and whi ch has been organi zed by an
organi zation other than an insurer, is maintained in good
faith for purposes other than that of obtaining insurance,
has been in active existence for at |east two years,
operates from offices other than the insurer’s, and is
controlled by principals other than the insurer’s.



*An associ ation shall have a constitution and by-laws, be

organi zed by other than an insurer, be maintained in good faith
for purposes other than that of obtaining insurance, have been
in active existence for at |east two years, operate fromoffices
other than the insurer’s and be controlled by principals other
than the insurer’s.

(e) A contract issued to a group, other than one descri bed
above, under which the Insurance Comm ssioner finds that
t he i ssuance of such group contract is not contrary to the
best interest of the public, and the issuance of such group
contract would result in econom es of acquisition or
adm ni stration and the benefits are reasonable in relation
to the premiuns charged. To pernit the Insurance
Conmi ssioner to make this finding, the insurer, when
submtting the contract to the Departnent for prior
approval under Section 354 of the Insurance Conpany Law (40
P.S. 8477b), shall provide the foll ow ng:

(1) An explanation of the coverage provided and who w ||
be the annuitants.

(2) An explanation that it would be nore expensive to
pur chase the coverage on an individual basis orless
expensi ve to purchase the coverage on a group basis.
The expl anation shall be nore than a concl usory
st at enent .

(3) Acertification signed by a nenber of the Anmerican
Acadeny of Actuaries that in his opinion the
benefits of the coverage in question are currently
and will continue to be reasonable in relation to
the premuns. The certification nust pertain to
both the accunul ation period and the annuity benefit
paynent period. The actuary nust describe the
anal ysis perfornmed to arrive at the opinion. The
certification may be signed by an actuary who is not
a menber of the Acadeny, provided the supervising
actuary is a nenber and al so signs the
certification.



(f) A contract issued to the trustee(s) of a collective-trust
established by a bank or trust conpany, which trustee(s)
shall be deened the policyhol der, and which collective-
trust is intended to be adopted by nore than one enpl oyer,
plan, plan trust, plan trustee, plan fiduciary, or
governnmental unit or plan, on behalf of its own enpl oyee
retirenment plan pursuant to which all or any specified
class of its enployees may beconme annuitants, upon the
further conditions that:

(1) the collective-trust is maintained by such bank or
trust conpany within the neaning of 83(a)(2) of the
Securities Act of 1933, and

(2) such enployee retirenent plans are qualified within
t he nmeaning of either 8401 or &01(a), or 8403(a),
or 803(b), or 8457 or 818(a)(6) of the Internal
Revenue Code of 1954, as anended. *

Section 2. Qut-of-State coverage under group annuity contracts
may be issued in accordance with the foll ow ng.

(a) No insurer shall issue in this Commonweal th group annuity
coverage provided under a group contract issued in another
state or deliver or issue for delivery in this Commonweal th
a group annuity certificate evidencing coverage under a
group contract issued in another state unless:

(1) Such coverage is in conmpliance with the requirenents
of these guidelines and any applicable |Iaw or
regul ati on; or

(2) For coverage under a group contract or a certificate
evi denci ng coverage under a group contract issued to
an out-of -state trustee of a fund, such coverage is
i ssued in another state wherein the insurance
supervisory official or agency of that state has
determi ned that the issuance of the group contract
or certificate is not contrary to the best interests
of the general public, the issuance of the group
contract or certificate would result in econom es of
acquisition or admnistration and the benefits are
reasonable in relation to the prem umcharged. |f
coverage or a certificate is issued in this
Commonweal th pursuant to this clause, an insurer



shall file with the Insurance Departnent a copy of
the group contract and certificate, a copy of the
statute fromthe state in which the group contract
or certificate is issued authorizing the issuance of
the group contract or certificate, evidence of
approval in the state where the contract or
certificate is issued and copies of all supportive
mat eri al used by the conpany to secure approval of
the group contract or certificate in that state,
including all the docunentation required in this

cl ause.* The Insurance Comm ssioner, at any tine
subsequent to receipt of such information, nmay order
the insurer to stop marketing such coverage in this
Commonweal th after finding that the standards of
this clause have not been net,.

This clause shall also apply to any group contract
or certificate evidencing coverage under a group
contract issued to any organi zation, or to any trust
or trustee of a trust established or participated in
by one or nore organizations, to insure certain
persons: provided, that the organi zation is:

(1) A bank, retailer or other issuer of a credit
card, charge card or paynment card that is
i ssued to buy goods or services, and the
contract must insure holders of that card; or

(I'1) A bank, savings and | oan associ ation, credit
uni on, nutual fund, noney market fund, stock
broker or other simlar financial institution
regul ated by state or federal |law, and the
contract must insure the depositors, account
hol ders, or nenbers of that institution.



*I'n lieu of docunentation that the insurance supervisory

of ficial, agency, or another state has made the determ nation
specified in the first sentence of this clause, the Departnent
accept evidence that:

wi |

(b)

(i)

(i)

(iii

| ssuance of the group policy or certificate is not
contrary to the best interests of the general public.

Evi dence submitted to the Departnment should include an
expl anation of the coverage provided and who will be the
annui t ants.

| ssuance of the group policy or certificate would result
i n econom es of acquisition or adm nistration. Evidence
subnmitted to the Departnment should include an

expl anation that it would be nore expensive to purchase

t he coverage on an individual basis or |ess expensive to
purchase the coverage on a group basis. The explanation
shoul d be nore than a concl usory basis.

) Benefits are reasonable in relation to the prem um
charged. Denonstration may be supplied to the
Departnent in the formof a certification signed by a
menber of the Acadeny of Actuaries that in his opinion
the benefits of the coverage in question are currently
and will continue to be reasonable in relation to the
prem uns. The statenment nust pertain to the
accunul ati on period and to the annuity benefit paynent
period. The actuary nust describe the analysis
performed to arrive at the opinion.

The provisions of these guidelines shall not apply if a
group contract is issued to:

(3)

(1) An out-of-state single enployer.

(2) A trustee of a fund established by any person acting
directly as an enployer having its principal office
| ocated in a state other than this Commonweal t h.

An association, a trust or trustee of a trust (this
needs to |ine up)established or participated in by one
or nore associations, to insure association nenbers or
spouses or dependents of nenbers: provided, however,
t hat the association nust be organi zed or domiciled in
a state other than this Comonweal th, have a
constitution and by-|aws, be organi zed by other than



(d)

an insurer, be maintained in good faith for purposes
ot her than those of obtaining insurance, have been in
active existence for at |east two years, operate from
of fices other than the insurer’s and be controlled by
princi pals other than the insurer’s.

(4) A union-negotiated out-of-state trust.

(5) Oher groups as may be determ ned by the Insurance
Comm ssi oner, subject to subsection (a).

(1) For group annuity coverage provided in this Comonweal th
under a group contract issued in another state, and
except as provided in clause (2) of subsection (a) and
i n subsection (b), all group contracts, certificates,
anmendnent s, endorsenents, applications, and enroll nent
fornms shall be filed with the Insurance Conmm ssioner for
approval. The insurer shall also file with the
I nsurance Conmmi ssi oner evidence of approval in the state
where the group contract is issued.

(2) Fornms so filed for approval shall be subject to the
provi sions of Section 354 of the Insurance Conpany Law
(40 P.S. 8477Dh).

As used in this section, the term*“out-of-state single
enpl oyer” neans any person acting directly as an enpl oyer
and having its principal office located in a state other
than this Commonweal th. “CQut-of-state trustee of a fund”
means a trustee of a fund established by an insurer for two
or nore enployers or established by two or nore persons
acting directly as enployers and the trustee having its
principal office located in a state other than this
Commonweal th. “Qut-of -state coverage” neans insurance
coverage issued in this Commonweal th and provided under a
group contract issued in a state other than this
Commonweal th. A “uni on-negoti ated out-of-state trust”
means a trust established under a collective bargaining
agreenent and which is located in a state other than this
Commonweal t h.



Annui ty Purchase Guar ant ees

| nvest nent contracts shall not be issued in Pennsyl vani a.

Annuity contracts shall contain annuity payout provisions and
t abl es of annuity purchase rates or statenents of the actuari al
basis or bases of the annuity purchase rates. The tables of
annuity purchase rates or statenents of the actuarial basis or
bases shall be guaranteed for a neani ngful period of tinmne.

| f you have any questions, please contact M. Paul Mkurath at
(717) 783-4253 or via e-mail at ra-rateform&tate. pa. us.



