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Given the recent enactment of Act 17 of 2010 (March 29, 2010), which amends the refund provision of the Model Act for the Regulation of  Credit Life Insurance and Credit Accident & Health Insurance (40 P.S. Section 1007.8(b)) (“Model Act”), the Life Insurance Bureau of the Pennsylvania Insurance Department (“Life Bureau”) is providing the following guidance to insurance companies with regard to the Life Bureau’s expectations regarding implementation of the amendment and the filing of any products for approval resulting from the amendment.  Act 17 will become effective 120 days from enactment (i.e., July 27, 2010).  To review Act 17, please see the following link: 

http://www.legis.state.pa.us/cfdocs/legis/PN/Public/btCheck.cfm?txtType=HTM&sessYr=2009&sessInd=0&billBody=H&billTyp=B&billNbr=0526&pn=3169
Currently, the Department’s credit insurance regulation at 31 Pa.Code Section 73.127(e) provides that insurers need not issue refunds of less than $10.  However, Act 17 has statutorily lowered the threshold for the minimum refund to $5.  Therefore, the threshold in the Department’s regulation is no longer applicable, and any individual or group policies or certificates for credit life, involuntary unemployment or disability insurance paid by a single premium (“contracts”) that reference a minimum refund of more than $5 are required to be refiled for approval by the Department.    
The remainder of Act 17 implements a process whereby the person who is the holder of a debt insured by a group or individual policy or certificate of insurance paid by a single premium (“creditor”) must notify the insurer issuing such policy or certificate (“insurer”) of any early termination of the debt (including termination by renewal or refinancing of the debt), and requires the creditor to provide the insurer certain information relating to the debtor and the debt.  Alternatively, the creditor may provide a notice directly to the debtor advising that the debtor may be entitled to a refund of unearned premium and providing instructions to the debtor on how to obtain the refund from the insurer.  Because this amendment to the Model Act addresses only the processes that must be implemented by and between the insurer and the creditor (an entity that is not a party to the contract), the Department will not require that such processes be identified in any contracts, provided that: (1) the contract accurately states that a refund of any unearned premium shall be paid to the debtor upon early termination of the debt (please note that Act 17 does not change the current requirement that no action is required on the part of the debtor to obtain the refund); and (2) existing language in contracts that have been previously approved by the Department does not conflict with and is not contrary to the amendments implemented by Act 17.  

In order to process any product filings required by virtue of Act 17 in an efficient manner prior to the effective date of Act 17, the Life Bureau requests that insurers follow the following guidelines:
(1) Any filings seeking to bring previously approved contracts into compliance with Act 17 must be made to the Life Bureau via the System for Electronic Rate and Form Filings (“SERFF”), including changes to previously approved contracts that were previously filed with the Life Bureau in paper or other formats.

(2) Filings that are intended to implement only the changes required by Act 17 will be given priority review over filings that seek to make other changes to contracts in addition to those required by Act 17.  In order to receive priority review, the filing description field in SERFF must conspicuously include the following information: (a) a statement that the filing is made solely for the purpose of bringing previously approved contracts into compliance with Act 17 and a statement that no other changes are being made to the previously approved contracts; (b) a listing of the previously approved contracts that are affected by the filing, including their approval dates and any previous SERFF transaction numbers associated with such contracts; and (c) copies of the affected previously approved contracts should be attached in electronic format).  
(3) Filings required to bring contracts into compliance with Act 17 should be filed with the Life Bureau by no later than June 27, 2010.  Any filings made after this time and any filings that seek to implement changes beyond those required to bring previously approved contracts into compliance with Act 17 might not be approved prior to the effective date of the Act.
(4) Changes necessary to effect the amendment in Act 17 for group contracts should be in the form of an endorsement to the original contract, and changes necessary for individual contracts or certificates issued pursuant to a group contract should be made by revising the actual contract language.  
The Life Bureau intends to make every effort to ensure that filings complying with these guidelines will be reviewed as quickly as possible in order to ensure their availability before the effective date of Act 17.  Any questions relating to these guidelines or the submission of filings associated with Act 17 should be made to Brad Harker, Director of the Life Bureau at bharker@state.pa.us.   

