SENATE ANVENDED
PRI OR PRI NTER S NOS. 665, 966, 2017, PRINTER S NO. 2903

2618, 2879, 2885

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 602 &%

| NTRODUCED BY M COZZI E, BUXTON, COLAFELLA, TIGUE, VAN HORNE
YOUNGBLOOD, TRELLO, G GLIOITI, PISTELLA, SERAFI NI, DeLUCA,
WASHI NGTON, BELFANTI, CAPPABI ANCA, ADOLPH, CI VERA AND
HENNESSEY, FEBRUARY 7, 1995

AS AVENDED ON THI RD CONSI DERATI ON, | N SENATE, DECEMBER 11, 1995

AN ACT

Amendi ng the act of May 17, 1921 (P.L.682, No.284), entitled "An
act relating to insurance; anending, revising, and
consolidating the | aw providing for the incorporation of
i nsurance conpani es, and the regul ati on, supervision, and
protection of hone and foreign insurance conpani es, LI oyds
associ ations, reciprocal and inter-insurance exchanges, and
fire insurance rating bureaus, and the regul ati on and
supervi sion of insurance carried by such conpani es,
associ ations, and exchanges, including insurance carried by
the State Workmen' s | nsurance Fund; providing penalties; and
repealing existing laws," further providing for financial
requi renents, for agents, for prohibition of conm ssions and
ot her considerations, for rate filing, for making of rates
and for penalties; FURTHER PROVI DI NG FOR THE OPERATION OF THE <—
PENNSYLVANI A PROPERTY AND CASUALTY | NSURANCE GUARANTY
ASSCCI ATI ON ANB, FOR COVERED CLAI M5 AND FOR LOANS TO <—
COWPANI ES; and providing for conditions with respect to <—
escrow, closing and settlenent services and title
i ndemmi fication accounts and for division of fees; PROVIDING <—
FOR MUTUAL TO STOCK CONVERSI ON—FOR-RECHPROCALEXCHANGE—TO <—
STOCK—CONVERSHON AND FOR CONTRI BUTI ONS TO SURPLUS; FURTHER
PROVI DI NG FOR | NVESTMVENT; PROVI DI NG FOR ADDI Tl ONAL | NVESTMENT
AUTHORI TY FOR SUBSI DI ARI ES; AND MAKI NG REPEALS.

The General Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

Seet+on—t—Seetton—765-—otthe act—ot My 471921 (P} 682~  <—



SECTI ON 1. SECTIONS 322.1 AND 404.2(10) OF THE ACT CF MAY
17, 1921 (P.L.682, NO 284), KNOW AS THE | NSURANCE COVPANY LAW
OF 1921, AMENDED OR ADDED DECEMBER 18, 1992 (P.L.1519, NO 178),
ARE AMENDED TO READ:

SECTI ON 322.1. CONTRIBUTIONS TO SURPLUS. --(A) ANY DI RECTOR,
OFFI CER, PERSON, CORPORATI ON OR OTHER ENTI TY MAY ADVANCE TO A

© o0 N oo o A~ wWw N P

DOVESTI C STOCK | NSURANCE COVPANY OR MJTUAL LI FE | NSURANCE

=Y
o

COVPANY, | N EXCHANGE FOR A SURPLUS NOTE, ANY SUM OR SUMs OF

=
=

MONEY NECESSARY FOR THE PURPOSE OF | TS BUSI NESS OR TO ENABLE I T

=
N

TO COVPLY WTH ANY OF THE REQUI REMENTS OF LAW I F, AS A RESULT

=
w

OF SUCH ADVANCE, THE DI RECTOR, OFFI CER, PERSQN, CORPORATI ON OR

H
o

OTHER ENTITY | S PRESUMED TO SECURE CONTROL, AS THAT TERM | S

=Y
(63}

DEFI NED I N ARTI CLE XI'l OF TH S ACT, THE ADVANCE CAN ONLY BE MADE

=Y
(e}

AFTER THE DI RECTOR, OFFI CER, PERSQON, CORPORATI ON CR OTHER ENTI TY

=
\l

PROVI DES A FI LI NG TO THE | NSURANCE COWM SSI ONER | N ACCORDANCE

=Y
oo

WTH THE PROVI SIONS OF ARTICLE XII OF TH S ACT.

=
O

(B) THE SURPLUS NOTE AND | NTEREST THEREON SHALL NOT BE A

N
o

LIABILITY OR CLAI M AGAI NST THE COVPANY OR ANY OF | TS ASSETS,

N
=

EXCEPT AS SPECI FIED IN THI' S SECTI ON. PAYMENTS OF PRI NCI PAL

N
N

AND/ OR | NTEREST CAN ONLY BE MADE FROM THE UNASSI GNED SURPLUS OF

N
w

THE | NSURER AND MUST BE SUBORDI NATED TO PAYMENT OF ALL OTHER

N
~

LI ABI LI TIES OF THE | NSURER. | F UNASSI GNED SURPLUS | S

N
(63}

I NSUFFI CI ENT AND THE | NSURER | S UNABLE TO MAKE PAYMENTS OF

N
(e}

PRI NCl PAL ANDY OR | NTEREST I N A G VEN YEAR, THE | NTEREST EARNED

N
~

FOR THAT YEAR W LL BE FORFEI TED AND CANNOT BE PAI D | N SUBSEQUENT

N
oo

YEARS UNLESS THE | NSURER ESTABLI SHES UNPAI D | NTEREST AS A

N
(o]

LIABILITY I N EACH ANNUAL AND QUARTERLY STATEMENT FI LED W TH THE
30 | NSURANCE COW SSI ONER
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F(© NO COW SSI ONS, PROMOTI ON EXPENSES COR FI NDERS FEES <—
SHALL BE PAI D I N CONNECTI ON W TH THE ADVANCE OF SUCH MONEY TO
FHECOVPANY-—} THE COVPANY[.] EXCEPT FOR SUCH COVM SSI ONS AND <—

FEES CUSTOVARI LY I NCURRED W THI N THE CONTEXT COF PUBLIC OR

PRI VATE PLACEMENT OFFERI NGS UNDERWRI TTEN BY AN | NVESTIVENT

BANKI NG ENTI TY.

(D) SUCH COVPANY SHALL, PRI OR TO ANY TRANSACTI ON, PROVI DE
THE | NSURANCE COWMM SSI ONER W TH SUCH EVI DENCE AS HE MAY, BY
REGULATI ON, PRESCRI BE CONCERNI NG THE RECEI PT OF ANY SUCH ADVANCE
OR THE MAKI NG OF ANY PAYMENTS, VWHETHER OF PRI NCI PAL OR | NTEREST,
ON ACCOUNT THERECF.

SECTI ON 404. 2. | NVESTMENT. - - SUBJECT TO THE PROVI SI ONS OF
SECTI ONS 405. 2 AND 406.1, THE ASSETS OF ANY LI FE | NSURANCE
COVPANY ORGANI ZED UNDER THE LAWS OF TH S COVMONWEALTH SHALL BE
I NVESTED I N THE FOLLOW NG CLASSES OF | NVESTMENT, PROVI DED THE
VALUE OF WHI CH, AS DETERM NED FOR ANNUAL STATEMENT PURPOSES, BUT
I N NO EVENT | N EXCESS OF COST, SHALL NOT EXCEED THE SPECI FI ED
PERCENTAGE OF SUCH COMPANY' S ASSETS AS OF THE THI RTY- FI RST DAY
OF DECEMBER NEXT PRECEDI NG THE DATE OF | NVESTMENT:

* x %

(10) EQUITY | NTERESTS:

(1) I NVESTMENTS (OTHER THAN | NVESTMENTS PROVI DED FOR | N
SECTI ON 406, CLAUSES (11) AND (13) OF THI S SECTI ON 404.2 AND
I NVESTMENTS | N SUBSI DI ARI ES AS PROVI DED FCOR | N SECTI ON 405. 2(C))
IN COMWON STOCKS, LIM TED PARTNERSHI P | NTERESTS, TRUST
CERTI FI CATES ( EXCEPT EQUI PMENT TRUST CERTI FI CATES DESCRI BED I N
CLAUSE (5)) OR OTHER EQUI TY | NTERESTS ( OTHER THAN PREFERRED
STOCKS) OF CORPORATI ONS, JO NT- STOCK ASSOCI ATI ONS, BUSI NESS
TRUSTS, BUSI NESS PARTNERSHI PS AND BUSI NESS JO NT VENTURES
| NCORPORATED, ORGANI ZED OR EXI STI NG UNDER THE LAWS OF THE UNI TED

19950H0602B2903 - 3 -
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STATES, OR OF ANY STATE, DI STRICT OR TERRI TORY THERECF.

(1) STOCKS OR SHARES OF ANY REGULATED | NVESTMENT COVPANY
VWH CH I S REA STERED AS AN | NVESTMENT COVPANY UNDER THE FEDERAL
| NVESTMENT COMPANY ACT OF 1940 (54 STAT 789, 15 U S.C. 88 80A-1
TO 80A-52, 107), AS, FROM TI ME TO TI ME, AMENDED, AND WH CH HAS
NO PREFERRED STOCK, BONDS, LOANS OR ANY OTHER OQUTSTANDI NG
SECURI TI ES HAVI NG PREFERENCE OR PRICRI TY AS TO THE ASSETS OR
EARNI NGS OVER | TS COVWON STOCK AT THE DATE OF PURCHASE.

(I'r1) I NVESTMENTS UNDER THI S CLAUSE SHALL NOT EXCEED TVENTY-
FI VE PER CENTUM (25% OF SUCH COVPANY' S ADM TTED ASSETS, AND NO
I NVESTMENT | N ANY SI NGLE CORPORATI ON OR ENTI TY CONTEMPLATED BY
THI' S CLAUSE SHALL EXCEED FI VE PER CENTUM (5% OF SUCH COVPANY' S
ADM TTED ASSETS. THE LIM TATIONS SET FORTH IN TH S CLAUSE SHALL

NOT_APPLY TO I NVESTMENTS | N ANY CORPORATION OR ENTITY VHICH | S

AN | NSURANCE COVPANY OR A HEALTH MAI NTENANCE ORGANI ZATI ON

HOLDI NG A CERTI FI CATE OF_ AUTHORI TY UNDER THE ACT OF DECEMBER 29,

1972 (P.L.1701, NO 364), KNOW AS THE "HEALTH MAI NTENANCE

ORGANI ZATI ON _ACT. "

(1V) LIMTED PARTNERSHI P | NTERESTS UNDER THI S CLAUSE SHALL
NOT EXCEED TEN PER CENTUM (10% OF THE COVPANY' S ADM TTED ASSETS
I N THE AGGREGATE. A COVPANY MAY NOT | NVEST MORE THAN TEN PER
CENTUM (10% OF | TS CAPI TAL AND SURPLUS I N ANY ONE SUCH LI M TED
PARTNERSHI P.

SECTION 2. SECTI ON 405.2(C) OF THE ACT, ADDED JUNE 11, 1986
(P.L.226, NQ 64), |'S AVENDED TO READ:

SECTI ON 405.2. ADDI TI ONAL | NVESTMENT AUTHORI TY FOR
SUBSI DI ARI ES. - -* * *

(O (1) AT NO TIME SHALL A DOVESTI C LI FE | NSURANCE COMPANY
MAKE AN | NVESTMENT | N ANY SUBSI DI ARY WHI CH W LL BRI NG THE

19950H0602B2903 - 4 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

AGGREGATE VALUE OF | TS | NVESTMENTS, AS DETERM NED FOR ANNUAL
STATEMENT PURPOSES BUT NOT | N EXCESS OF COST, IN ALL
SUBSI DI ARI ES UNDER THI S SUBSECTI ON TO AN AMOUNT | N EXCESS OF TEN
PER CENTUM (10% OF I TS TOTAL ADM TTED ASSETS AS OF THE
| MVEDI ATELY PRECEDI NG THI RTY- FI RST DAY OF DECEMBER | N
DETERM NI NG THE AMOUNT OF | NVESTMENTS OF ANY DOVESTI C LI FE
| NSURANCE COVPANY | N SUBSI DI ARI ES FOR PURPCSES OF THI S
SUBSECTI ON, THERE SHALL BE | NCLUDED | NVESTMENTS MADE DI RECTLY BY
SUCH | NSURANCE COVPANY AND, | F SUCH | NVESTMENT |'S MADE BY
ANOTHER SUBSI DI ARY, THEN TO THE EXTENT THAT FUNDS FOR SUCH
| N\VESTMENTS ARE PROVI DED BY THE | NSURANCE COVPANY FOR SUCH
PURPOSE.

(2) THE LI M TATI ONS SET FORTH I N CLAUSE (1) OF TH'S
SUBSECTI ON SHALL NOT APPLY TO | NVESTMENTS | N ANY SUBSI DI ARY
WHI CH I S:

(1) AN | NSURANCE COMPANY[.] OR A HEALTH MAI NTENANCE

ORGANI ZATI ON HOLDI NG A CERTI FI CATE OF AUTHORI TY UNDER THE ACT OF

DECEMBER 29, 1972 (P.L.1701, NO 364), KNOM AS THE "HEALTH

MAI NTENANCE CORGANI ZATI ON ACT. "

(I1) A HOLDI NG COVPANY TO THE EXTENT | TS BUSI NESS CONSI STS
OF THE HOLDI NG OF THE STOCK OF, OR OTHERW SE CONTROLLI NG, | TS
OMN SUBSI DI AR ES.
(I11) A CORPORATI ON WHOSE BUSI NESS PRI MARI LY CONSI STS OF
DI RECT OR | NDI RECT OANERSHI P, OPERATI ON OR MANAGEMENT OF ASSETS
AUTHORI ZED AS | NVESTMENTS PURSUANT TO SECTI ONS 404.1 AND 406.
(V) A COVPANY ENGAGED | N ANY COVBI NATI ON OF THE ACTI VI TI ES
DESCRI BED | N SUBCLAUSES (1), (11) AND (I11) OF THI'S CLAUSE.
| N\VESTMENTS MADE PURSUANT TO SUBCLAUSE (1) SHALL NOT BE
RESTRI CTED | N AVOUNT PROVI DED THAT AFTER SUCH | NVESTMENT, AS
CALCULATED FOR NAI C ANNUAL STATEMENT PURPOSES, THE | NSURER S

19950H0602B2903 - 5 -
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SURPLUS W LL BE REASONABLE I N RELATI ON TO THE | NSURER' S
OUTSTANDI NG LI ABI LI TI ES AND ADEQUATE TO I TS FI NANCI AL NEEDS.
I NVESTMENTS MADE PURSUANT TO SUBCLAUSE (11), OR TO THE EXTENT
APPLI CABLE I N THI S SUBCLAUSE, SHALL | N ADDI TI ON NOT BE SUBJECT
TO ANY LI M TATI ONS ON THE AMOUNT OF A DOMESTI C LI FE | NSURANCE
COVPANY' S ASSETS PROVI DED FOR UNDER ANY OTHER PROVI SION OF THI S
ACT AND VWH CH M GHT OTHERW SE BE APPLI CABLE: PROVI DED, HOWEVER,
THAT SUCH LI FE | NSURANCE COMPANY' S | NVESTMENTS, TO THE EXTENT
THAT SUCH LI FE | NSURANCE COMPANY PROVI DED THE FUNDS THEREFOR, | N
EACH OF THE SUBSI DI ARI ES OF SUCH HOLDI NG COMPANY SHALL BE
SUBJECT TO THE LI M TATIONS, |F ANY, APPLI CABLE TO SUCH
I NVESTMENT AS | F THE HOLDI NG COVPANY' S | NTEREST | N EACH SUCH
SUBSI DI ARY WERE | NSTEAD OMNED DI RECTLY BY THE LI FE | NSURANCE
COVPANY. | NVESTMENTS MADE PURSUANT TO SUBCLAUSE (I11), OR TO
THE EXTENT APPLI CABLE, TH S CLAUSE, SHALL BE COUNTED | N
DETERM NI NG THE LI M TATI ONS CONTAI NED | N APPLI CABLE SUBSECTI ONS
OF SECTI ONS 404. 2 AND 406: PROVI DED, HOWEVER, THAT THE VALUE AS
CALCULATED FOR ANNUAL STATEMENT PURPGOSES, BUT NOT | N EXCESS OF
THE COST THEREOF, OF SUCH | NVESTMENT SHALL | NCLUDE ONLY FUNDS
PROVI DED BY THE | NSURANCE COMPANY THEREFOR. | NVESTMENTS MADE | N
OTHER SUBSI DI ARI ES OF SUCH LI FE | NSURANCE COMPANY BY ANY
SUBSI DI ARY DESCRI BED I N SUBCLAUSES (1), (I1), (I'l1l) AND TH' S
SUBCLAUSE OR BY A PERSON WHOSE BUSI NESS PRI MARI LY CONSI STS OF
DI RECT OR | NDI RECT OMNERSHI P, OPERATI ON OR MANAGEMENT OF REAL
PROPERTY AND | NTEREST THEREI N UNDER SECTI ON 406 SHALL BE DEEMED
I NVESTMENTS MADE BY THE | NSURANCE COVPANY ONLY TO THE EXTENT THE
FUNDS FOR SUCH | NVESTMENT WERE PROVI DED BY SUCH | NSURANCE
COVPANY.

SECTION 3. SECTION 705 OF THE ACT, ADDED AUGUST 14, 1963
(P.L.922, NO 439), IS AMENDED TO READ:

19950H0602B2903 - 6 -



Section 705. Financial Requirements.--Every title insurance
conpany shall have a m ninum capital, which shall be paid in and
mai nt ai ned, of not less than [two hundred fifty thousand dollars

($250, 000)] five hundred thousand dollars ($500,000) and, in

addition, paid-in initial surplus at least equal to fifty
percent of its capital.

Section 2 4. Section 723 of the act is repeal ed. <—

Seett+on—3——Seettens—724—and 7266t heact—added—August—34-  <—
1963—{(P+-922—No—439)—are—anendedto—read:-

SECTION 5. SECTION 724 OF THE ACT, ADDED AUGUST 14, 1963 <—
(P.L.922, NO 439), IS AMENDED TO READ

Section 724. Agents; Defined.--[An agent is a person, firm
associ ation, corporation, cooperative or joint-stock conpany,
authorized in witing by a title insurance conpany directly or
indirectly:

(1) To solicit risks and collect prem uns, and to issue or

countersign policies in its behal f; or

(2) To solicit risks and collect premuns in its behalf.]

19950H0602B2903 - 7 -
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company— (A) A TITLE | NSURANCE AGENT MEANS AN AUTHORI ZED <—

PERSON, FI RM _ASSOCI ATI ON, CORPORATI ON, PARTNERSHI P OR OTHER

LEGAL ENTITY, OTHER THAN A BONA FI DE EMPLOYE OF THE TITLE

I NSURER VWHO, ON BEHALF OF THE TI TLE | NSURER, PERFORMS THE

FOLLOWN NG ACTS, | N CONJUNCTION WTH THE | SSUANCE OF A TITLE

I NSURANCE REPORT OR POLI CY:

(1) DETERM NES I NSURABILITY AND | SSUES TI TLE | NSURANCE

REPORTS OR POLICA ES, OR BOTH, BASED UPON THE PERFORVANCE OR

REVI EW OF A SEARCH, OR AN ABSTRACT OF TITLE; AND

(2) PERFORMS ONE OR MORE OF THE FOLLOW NG FUNCTI ONS:

(1) COLLECTS OR DI SBURSES PREM UMS, ESCROW OR SECURI TY

DEPOSI TS OR OTHER FUNDS;

(1)  HANDLES ESCROW SETTLEMENTS OR CLOSI NGS;

(111) SOICITS OR NEGOTI ATES TITLE | NSURANCE BUSI NESS; OR

(1V)  RECORDS CLOSI NG DOCUMENTS.

(b) No bank, trust conpany, bank and trust conpany or other
l ending institution, nortgage service, nortgage brokerage or
nort gage guaranty conpany or any officer or enploye of any of
the foregoing shall be permitted to act as an agent for atitle
i nsurance conpany. The word "agent” shall not include approved
attorneys, nor shall it include officers and sal aried enpl oyes
of any title insurance conpany authorized to do a title

i nsurance business within this Commopnweal t h.

Seetton—/26——Agents—TFo—beHt+eensed—FCERH-H-EB—(a} <—

19950H0602B2903 - 8 -
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20 SECTION 6. THE ACT IS AMENDED BY ADDI NG SECTI ONS TO READ:
21 SECTION 724.1. ADDI TI ONAL REQUI REMENTS. - - A TI TLE | NSURANCE
22 AGENT MUST HOLD A VALID CERTI FI CATE OF QUALI FI CATI ON | SSUED BY
23 THE | NSURANCE DEPARTMENT AND MUST PERFORM THE ACTS LISTED IN
24 SECTION 724(A) UNDER A VWRI TTEN CONTRACT WTH A LICENSED TI TLE
25 | NSURANCE COVPANY.

26 SECTION 724.2. FINANCI AL _RESPONSI BI LI TY. - - AGENTS SHALL

27 ASSUVE FI NANCI AL RESPONSI BILITY FOR ALL OF THE ACTS WH CH THE
28 AGENT _WAS APPO NTED TO PERFORM BY THE TI TLE | NSURANCE COVPANY.
29 SECTION 7. SECTION 726 OF THE ACT, ADDED AUGUST 14, 1963

30 (P.L.922, NO 439), IS AMENDED TO READ:
19950H0602B2903 - 9 -
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SECTI ON 726. AGENTS; TO BE [ LI CENSED. - - AGENTS FOR A TI TLE
I NSURANCE COMPANY SHALL BE LI CENSED | N THE MANNER PROVI DED FOR
AGENTS OF | NSURANCE COVWPANI ES I N SECTI ON 603 OF THE ACT OF NAY
17, 1921 (P.L.789), KNOMW AS "THE | NSURANCE DEPARTMENT ACT OF
1921": PROVI DED, HOWNEVER, THAT I N THE EVENT THAT AN APPL| CANT
FOR AN AGENT' S LI CENSE | S PRESENTLY AN AGENT OF A TI TLE | NSURER
OR A LI CENSED | NSURANCE BROKER OR AN ATTORNEY AT LAW THE
APPLI CANT SHALL NOT BE REQUI RED TO TAKE AN EXAM NATI ON TO
QUALI FY FOR SUCH LI CENSE. LI CENSES OF Tl TLE | NSURANCE AGENTS
SHALL EXPI RE ANNUALLY AT M DNI GHT OF JUNE 30, UNLESS SOONER
TERM NATED AS THE RESULT OF SEVERANCE OF BUSI NESS RELATI ONS
BETWEEN THE COVPANY AND THE AGENT, OR UNLESS REVOKED BY THE
COW SSI ONER FOR CAUSE.] CERTI FI ED AND APPO NTED. - - (A)  AGENTS

SHALL MAKE APPL| CATI ON FOR A CERTI FI CATE OF QUALI FI CATION W TH

THE | NSURANCE DEPARTMENT FOR AUTHORITY TO ACT_AS A TITLE

| NSURANCE AGENT | N THE MANNER PROVI DED FOR I N SECTI ON 603_OF THE

ACT OF MAY 17, 1921 (P.L.789, NO 285), KNOMW AS "THE | NSURANCE

DEPARTMENT ACT OF 1921." UPON CERTI FI CATI ON, AN ACGENT MAY BE

APPO NTED BY A TITLE I NSURER W TH NOTI CE OF SUCH APPO NTMENT TO

THE | NSURANCE DEPARTMENT I'N THE MANNER PROVI DED FOR I N SECTI ON

605 _OF "THE | NSURANCE DEPARTMENT ACT OF 1921."

(B) CERTI FI CATES OF QUALI FI CATI ON FOR ACGENTS SHALL EXPI RE

BIENNI ALLY BASED ON THE DATE OF ORI G NAL | SSUE. CERTI FI CATES OF

QUALI FI CATI ON SHALL BE RENEWED | N ACCORDANCE W TH PROCEDURES AND

SCHEDULES SET FORTH UNDER SECTI ON 601 OF "THE | NSURANCE

DEPARTMENT ACT OF 1921," AND ANY REGULATI ONS PROMULGATED

THEREUNDER.

By it I . F b | . -
a2} all F e halt:

1y F . . . | he | - o

19950H0602B2903 - 10 -
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£BY (©) IN ADDI TION TO THE REQUI REMENTS SET FORTH I N <—

SUBSECTI ON (A), ALL AGENTS FOR A TITLE | NSURANCE COVPANY SHALL:

(1) PASS AN EXAM NATI ON REQUI RED BY THE | NSURANCE DEPARTNMENT

DEMONSTRATI NG REASONABLE FAM LIARITY W TH APPLI CABLE | NSURANCE

LAWS AND THE BUSI NESS OF TITLE | NSURANCE | N GENERAL; AND

(2) SATISFY THE CONTI NUI NG EDUCATI ON REQUI REMENTS FOR AGENTS

AND BROKERS UNDER 31 PA. CODE CH. 39 (RELATI NG TO CONTI NUI NG

EDUCATI ON FOR | NSURANCE ACENTS AND BROKERS), W TH THE FOLLOW NG

EXCEPTI ONS:

(1) TITLE 1 NSURANCE AGENTS WLL NOT BE SUBJECT TO THE FORTY-

El GHT CREDI T- HOUR REQUI REMENT UNDER 31 PA. CODE 8§ 39.8(B)(2)

(RELATING TOCREDIT HOURS), BUT IN LIEU OF FORTY-EIGHT CREDI T

HOURS, WLL BE REQUI RED TO COVPLETE TWENTY- FOUR CREDI T HOURS FOR

EACH LI CENSI NG PERI OD.

(1) TITLE I NSURANCE AGENTS WHO ARE ATTORNEYS AND BY VI RTUE

OF_SATI SFYI NG THEI R CONTI NUI NG LEGAL EDUCATI ON (CLE) REQUI REMENT

NEED ONLY TO COVPLETE AT LEAST THREE CREDI T HOURS OF COURSES OF

TITLE | NSURANCE CONTENT APPROVED BY THE | NSURANCE DEPARTMENT.

SECTION 4 8. THE ACT | S AVENDED BY ADDI NG A SECTI ON TO READ: <—
SECTION 726.1. OIrHER REQUI REMENTS. - - AGENTS FOR A TITLE

I NSURANCE COVPANY SHALL BE REQUI RED TO

(1) OBTAIN ERRORS AND OM SSI ONS | NSURANCE | N AN AMOUNT

acceptable to the i nsurer appointing the agent, but in no event

in an anpunt |l ess that two hundred fifty thousand doll ars

19950H0602B2903 - 11 -
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($250, 000) per claimand an aggreqgate linmt of five hundred

t housand dol lars ($500,000) with a deductible no greater than
twenty-five thousand dollars ($25,000). Fhe requitred errors—and <—
.. . hall | el I e ’

and—a Atitle insurer shall not provide the i nsurance directly <—

or indirectly on behalf of a title insurance agent. I n the event

errors and om ssions insurance i s unavail able generally, the

| nsur ance Departnent shall pronul gate rules for alternative

met hods to conply with this paragraph.

accrued—interestafter the yearhas passed—providedthat—ho

19950H0602B2903 - 12 -
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| ot i ned_i : e i el

(2) OBTAIN A BLANKET FIDELITY BOND COVERI NG ALL AGENCY <—

EMPLOYES N AN AMOUNT ACCEPTABLE TO THE TI TLE | NSURANCE COVPANY

APPO NTI NG THE AGENT, BUT IN NO EVENT I N AN AMOUNT LESS THAN ONE

HUNDRED FI FTY THOUSAND DOLLARS ($150, 000) AND W TH A DEDUCTI BLE

NOT EARGE LARGER THAN FI FTEEN PERCENT OF THE BOND PENALTY. THE <—

BOND SHALL BE EXECUTED BY AN | NSURANCE COMPANY AUTHORI ZED TO DO

BUSINESS IN TH S COMVONVEALTH. WHEN THE AGENCY HAS NO EMPLOYES

EXCEPT THE OMNERS, PARTNERS OR STOCKHOLDERS, THE AGENCY, WTH

SUFFI CI ENT DOCUMENTATI ON, MAY APPLY TO THE | NSURANCE DEPARTMENT

FOR A WAIVER OF THIS FIDELITY BOND REQUI REMENT. THE REQUI RED

BOND PREM UM SHALL BE PAID BY THE TI TLE | NSURANCE AGENT, AND A

TITLE INSURER SHALL NOT_PROVI DE THE BOND DI RECTLY OR | NDI RECTLY

19950H0602B2903 - 13 -



ON BEHALF OF A TITLE | NSURANCE AGENT. EXCEPT FOR THE | NCEPTI ON

OF TH S REQUI REMENT, THE BOND TERM MUST CONFORM TO THE TERM OF

THE AGENT' S CERTI FI CATI ON, AND DOCUMENTATI ON OF COVERAGE MUST BE

FURNI SHED TO THE | NSURANCE DEPARTMENT AT THE TI ME OF

CERTI FI CATION RENEWAL. FHE IN THE EVENT OF CANCELLATI ON BY THE <—

I NSURANCE COVPANY, THE | NSURER MUST G VE THE COVMONWEALTH THI RTY

(30) DAYS WRI TTEN NOTI CE BEFORE THE CANCELLATION WLL BE DEEMED

EFFECTI VE.

(3) POST A SURETY BOND I N THE FORM PRESCRI BED BY THE

I NSURANCE DEPARTMENT OF NOT LESS THAN ONE HUNDRED THOUSAND

DOLLARS ($100,000). THE BOND SHALL BE EXECUTED BY AN | NSURANCE

COVPANY_ AUTHORI ZED TO DO BUSI NESS IN TH' S COMVONVEALTH. FOR

PURPOSES OF THI' S SECTI ON, AN AGENCY | S DEFI NED AS AN | NDI VI DUAL

PERSQON, PARTNERSHI P, CORPORATI ON OR OTHER LEGAL ENTI TY THAT

CONDUCTS THE BUSI NESS OF TITLE I NSURANCE ON BEHALF OF A TITLE

I NSURER. THE BOND SHALL SECURE PERFORMANCE BY THE AGENT OF H' S

FI DUCI ARY DUTI ES AND RESPONSIBILITIES. THE BOND WLL REMAIN I N

FULL FORCE AND EFFECT UNTIL CANCELLED. IN THE EVENT OF

CANCELLATI ONS BY THE SURETY, THI RTY (30) DAYS NOTI CE MJUST BE

G VEN TO THE | NSURANCE DEPARTMENT BEFORE THE CANCELLATION WLL

BE_DEEMED EFFECTI VE. THE PREM UM REQUI RED FOR THE BOND SHALL BE

PAID BY THE TITLE | NSURANCE AGENT AND A TI TLE | NSURANCE COVPANY

SHALL NOT_PROVI DE THE BOND DI RECTLY OR | NDI RECTLY ON BEHALF OF A

TITLE I NSURANCE AGENT. THE AGGREGATE LIABILITY OF THE SURETY FOR

ANY AND ALL BREACHES OF THE CONDI TI ONS OF THE BOND SHALL IN NO

EVENT EXCEED THE PENAL SUM OF THE BOND. TITLE | NSURERS ARE

EXEMPT FROM THE REQUI REMENT OF OBTAI NI NG A SURETY BOND.

{6} (4) Render accounts to the title insurer detailing all <—

transactions and remt all funds and policies due under the

contract to the title insurer on a specified basis.
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A (5) Collect and hold in a fiduciary capacity for the

account of a title insurer all funds due the title insurer in a

bank or other financial institution insured by an agency of the

Federal Governnent. Each account shall be used for all paynents

on behalf of the title insurer with whoma title agency contract

exi sts.

{8y (6) Keep separate records of business witten for each

title insurer. The title insurer shall have access and a ri ght

to copy all files, accounts and records related to its busi ness

in a formacceptable to the title insurer, and the | nsurance

Commi ssi oner shall have access to all files, books, bank

accounts and records of the title i nsurance agent in a form

usable to the | nsurance Conni SSi oner.

Section 45 9. Section 730 of the act is repeal ed.

Section 56 10. Sections 731, 737(a) and 739(a) of the act,
added August 14, 1963 (P.L.922, No.439), are anended to read:

Section 731. Comm ssions; Oher Considerations Prohibited.--
(a) No title insurance conpany or agent or approved attorney of
atitle insurance conpany shall pay, give or award to an
applicant for title insurance any conpensati on, consideration,
benefit or remuneration, directly or indirectly[, except as
provided in section 730].

(b) The followi ng activities, whether perforned directly or

indirectly, are deened per se inducenents for the placenent or

referral of title insurance busi ness by any person and are

unl awf ul :

(1) Paying or offering to pay, furnishing or offering to

furnish, or providing or offering to provide assi stance with the

busi ness expenses of any person, including, but not linted to,

rent, enploye salaries, furniture, copiers, facsiml e nmachi nes,
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aut onpbi | es, tel ephone services or equi pnent or conputers.

(2) Providing or offering to provide any form of

consi deration i ntended for the benefit of any person, including

cash, bel ow market rate | oans, autonpbil e charges, nerchandi se

or nerchandi se credits.

(3) Placing or offering to place conpensati ng bal ances on

behal f of any person.

(4) Advancing or paying or offering to advance or pay nbney

on behalf of any person into escrow to facilitate a cl osing,

except a sum which represents the proceeds of a |l oan nade in the

ordi nary course of business.

(5) Disbursing or offering to di shurse on behal f of any

person escrow funds held by a title i nsurance conpany or title

i nsurance agent before the conditions of the escrow applicabl e

to the di shursenent have been net.

(6) Furnishing or offering to furnish all or any part of the

tinme or productive effort of any enpl oye of the title insurance

conpany or title i nsurance agent to any person for any service

unrelated to the title business.

(c) Reasonabl e expenditures for food, beverages,

entertai nnent, educati onal prograns and pronotional itens

constituting ordi nary busi ness expenses are deened not to

constitute an i nducenent for the placenent or referral of title

busi ness, if the expenditures are correctly reported and

properly substanti ated as an ordi nary and necessary busi ness

expense under provisions of the Internal Revenue Code of 1986

(Public Law 99-514, 26 U.S.C. 8 1 et seq.) and regul ati ons

i ssued thereunder, and the expenditures do not violate any other

| aw.

(d) The provision or paynent of any form of consi derati on as
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an i nducenent for the placenent or referral of title business

not specifically set forth in this section shall not be presuned

lawful nerely because it is not specifically prohibited.

(e) The | nsurance Conmi ssi oner may deterni ne conpli ance and

enforce the provisions of this section by witten order,

requl ation or witten consent.

Section 737. Rate Filing.--(a) Every title insurance conpany
shall file with the comm ssioner every nmanual of
classifications, rules, plans, and schedul es of fees][,
conmmi ssions payable to applicants for title insurance] and every
nodi fication of any of the foregoing relating to the rates which
it proposes to use. Every such filing shall state the proposed
effective date thereof, and shall indicate the character and
extent of the coverage contenpl at ed.

* %k

Section 739. Mking of Rates.--(a) In making rates, due
consi deration shall be given to past and prospective | oss
experience, to exposure to loss, to underwiting practice and
judgnment, to the extent appropriate, to past and prospective
expenses, including comm ssions paid to agents [and applicants
for title insurance], the expenses incurred by title insurance
conpanies, to a reasonable nmargin for profit and contingencies,
and to all other relevant factors both within and outside of
t hi s Commonweal t h.

* %k

Section 6+ 11. The act is amended by addi ng sections to <—
read:

Section 739.1. Conditions.--Atitle insurer or title agent

may engage in the escrow, settlenent or closing business or any

conbi nati on of such busi nesses and operate as an escr ow,
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settl enent or closing agent, in connection with the i ssuance of

a title insurance policy, provided that:

(1) Funds deposited in connection with any escrow,

settlenent, closing or title indemification shall be deposited

in a separate fiduciary trust account or accounts in a bank or

other financial institution insured by an agency of the Federal

Governnent. Such funds shall be the property of the person or

persons entitled thereto in accordance with the provision of the

escrow, settlement, closing or title i ndemnificati on and shal

be seqreqgated by escrow, settlenent, closing or title

i ndermification in the records of the title insurer or title

agent. Such funds shall not be subject to any debts of the title

insurer or title agent and shall be used only in accordance wth

the terns of the individual escrow, settlenment, closing or title

i ndemrmi fi cati on under which the funds were accepted.

(2) The title insurer or title agent shall maintain separate

records of all recei pts and di sbursenents of escrow, settlenent,

closing or title indemification funds.

(3) The title insurer or title agent shall conply with any

rules or requl ati ons pronul gated by the | nsurance Conmi ssi oner

pertaining to escrow, settlenent, closing or title

i ndemrmi fi cation transacti ons.

Secti on 739. 2. Di vi sion of Fees.--{a&)> Nothing in this act <—

shall be construed as prohibiting the division of fees between

or anbng a title insurer and its title agent, two or nore title

insurers and their title agent, two or nore title insurers, one

or nore title insurers and one or nore title agents, or two or

nore title agents, provided such division of fees does not

constitute an unl awful rebate or i nducenent under the provisions

of this act.
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Section #8 12. Section 748(a) of the act, added August 14, <—
1963 (P.L.922, No.439), is anended to read:

Section 748. Penalties.--(a) The conm ssioner may, if he
finds that any person or organi zation has viol ated any provision
of this article, inpose a penalty of not nore than [fifty

dollars ($50)] five hundred dollars ($500) for each such

violation, but if he finds such violation to be wilful, he may
i npose a penalty of not nore than [five hundred dollars ($500)]

five thousand doll ars ($5,000) for each such violation. Such

penalties may be in addition to any other penalty provided by
I aw.

* x *

SECTI ON 13. SECTI ON 809 OF THE ACT, AMENDED APRIL 17, 1968 <—
(P.L.94, NO 44), 1S AVENDED TO READ:

SECTI ON 809. LOANS TO COWMPAN ES. - - ANY DI RECTOR, OFFI CER, OR
MEMBER OF ANY MUTUAL | NSURANCE COVPANY, OTHER THAN A MJTUAL LI FE
COVPANY, COR ANY OTHER PERSQON, MAY ADVANCE TO SUCH COVPANY ANY
SUM OR SUMS OF MONEY NECESSARY FOR THE PURPOSE OF | TS BUSI NESS
OR TO ENABLE I'T TO COWLY WTH ANY OF THE REQUI REMENTS OF THE
LAW SUCH MONEYS, AND SUCH | NTEREST THEREON AS MAY HAVE BEEN
AGREED UPCN, NOT EXCEEDI NG TEN PER CENTUM (10% PER ANNUM SHALL
NOT BE A LI ABILITY OR CLAIM AGAI NST THE COVPANY OR ANY OF I TS

19950H0602B2903 - 19 -



ASSETS, AND SHALL BE REPAI D ONLY QUT OF THE SURPLUS EARNI NGS OF
SUCH COMPANY. NO COW SSI ON OR PROMOTI ON EXPENSES SHALL BE PAI D
I N CONNECTI ON W TH THE ADVANCE OF ANY SUCH MONEY TO THE COVPANY,
[ AND THE] EXCEPT_FOR SUCH COWM SSI ONS AND FEES CUSTOVARI LY

I NCURRED WTHI N THE CONTEXT OF PUBLI C OR PRI VATE PLACEMENT

OFFERI NGS UNDERWRI TTEN BY AN | NVESTMENT BANKI NG ENTITY. THE

AMOUNT OF SUCH ADVANCE SHALL BE REPORTED | N EACH ANNUAL
STATEMENT.

© o0 N oo o A~ wWw N P

SUCH COMPANY SHALL PRI OR TO MAKI NG SUCH ADVANCES PROVI DE THE

=Y
o

I NSURANCE COWM SSI ONER W TH SUCH EVI DENCE AS HE MAY BY

=
=

REGULATI ON PRESCRI BE CONCERNI NG THE MAKI NG OF ANY SUCH ADVANCE

=
N

OR THE MAKI NG OF ANY PAYMENTS, VWHETHER OF PRI NCI PAL OR | NTEREST,

=
w

ON ACCOUNT THERECF.

H
o

SECTION 43 14. THE ACT IS AMENDED BY ADDI NG ARH-CEES AN

=Y
(63}

ARTI CLE TO READ:

=Y
(e}

ARTICLE VITI-A.

=
\l

MUTUAL- TO- STOCK CONVERSI ON.

=Y
oo

SECTI ON 801-A.  SHORT TITLE OF ARTICLE. --TH S ARTI CLE SHALL

=
O

BE_KNOWN AND MAY BE CI TED AS THE | NSURANCE COVPANY MJTUAL-TO-

N
o

STOCK _CONVERS| ON ACT.

N
=

SECTI ON 802-A.  DEFINITIONS. --AS USED IN TH S ARTI CLE THE

N
N

FOLLOW NG WORDS AND PHRASES SHALL HAVE THE MEANI NGS G VEN TO

N
w

THEM IN TH S SECTI ON:

N
~

"COWM SSIONER. " THE | NSURANCE COWMM SSI ONER OF THE

N
(63}

COMVONVEAL TH.

N
(e}

"CONVERTED STOCK COVPANY. " A PENNSYLVANI A- DOM Cl LED STOCK

N
~

I NSURANCE COVPANY THAT CONVERTED FROM A PENNSYLVAN A- DOM Cl LED

N
oo

MUTUAL | NSURANCE COMPANY_ UNDER THI' S ARTI CLE.

N
(o]

"DEPARTMENT. " THE | NSURANCE DEPARTMENT OF THE COVIVONWEAL TH.

30 "ELIG BLE MEMBER. " A MEMBER OF A MUTUAL COVPANY WHOSE POLI CY
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IS IN FORCE ON THE DATE THE MJTUAL COVPANY' S BOARD OF DI RECTORS

ADOPTS A PLAN OF CONVERSI ON. A PERSON | NSURED UNDER A GROUP

POLICY | S NOT_AN ELI G BLE MEMBER. A PERSON VHOSE POLI CY BECOVES

EFFECTI VE AFTER THE BOARD OF DI RECTORS ADOPTS THE PLAN BUT

BEFORE THE PLAN S EFFECTIVE DATE IS NOT_AN ELI G BLE MEMBER BUT

SHALL HAVE THOSE RI GHTS ESTABLI SHED UNDER SECTI ON 809- A.

"MUTUAL COVPANY. " A PENNSYLVANI A DOVESTI C MUTUAL | NSURANCE

COVPANY THAT 1S SEEKI NG TO CONVERT TO A STOCK | NSURANCE COVPANY

UNDER THI S ARTI CLE.

"PARTI CI PATING POLICY. " A POLI CY THAT GRANTS A HOLDER THE

RIGHT TO RECEIVE DI VIDENDS | F, AS AND WHEN DECLARED BY THE

MUTUAL COVPANY.

"PLAN OF CONVERSI ON' OR "PLAN." A PLAN ADOPTED BY A MJTUAL

COVPANY' S BOARD OF DI RECTORS UNDER THI' S ARTICLE TO CONVERT THE

MUTUAL COVPANY | NTO A STOCK COMPANY.

"POLICY." AN I NSURANCE POLI CY, | NCLUDI NG AN ANNUI TY

"STOCK COMPANY. " A STOCK | NSURANCE COVPANY THAT MEETS ALL OF

THE CURRENT REQUI REMENTS FOR ADM SSI ON TO DO BUSI NESS AS A

DOVESTI C PENNSYLVANI A | NSURER.

SECTI ON 803-A. ADOPTI ON OF PLAN COF CONVERSION.--(A) NO PLAN

OF CONVERSI ON SHALL BECOVE EFFECTI VE UNLESS THE MJTUAL COVPANY

SEEKI NG TO CONVERT _TO A STOCK COVPANY SHALL HAVE ADOPTED, BY THE

AFFI RVATI VE VOTE OF NOT LESS THAN TWO-THIRDS OF I TS BOARD OF

DI RECTORS, A PLAN OF CONVERSI ON CONS|I STENT W TH THE REQUI REMENTS

OF SECTI ONS 804-A, 805-A AND 806-A. AT _ANY TI ME BEFORE APPROVAL

OF_ A PLAN BY THE COW SSI ONER, THE MJTUAL COVPANY, BY THE

AFFI RVATI VE VOTE OF NOT _LESS THAN TWO-THIRDS OF | TS BOARD OF

DI RECTORS, NMAY AMEND OR W THDRAW THE PLAN.

(B) BEFORE A MJTUAL COWVPANY' S ELI G BLE MEMBERS MAY VOTE ON
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APPROVAL OF A PLAN, A MJTUAL COVPANY WHOSE BOARD OF DI RECTORS

HAS ADOPTED A PLAN SHALL FILE ALL OF THE FOLLOW NG DOCUMENTS

WTH THE COVM SSI ONER W THI N NI NETY (90) DAYS AFTER ADCPTI ON OF

THE PLAN:

(1) THE PLAN OF CONVERSI ON, | NCLUDI NG THE | NDEPENDENT

EVALUATI ON OF_ PRO FORVA MARKET VALUE REQUI RED BY SECTI ON 804-

A(D) .
(2) THE FORM OF NOTI CE REQUI RED BY SUBSECTI ON (F).

© o0 N oo o A~ wWw N P

(3) THE FORM OF PROXY TO BE SOLI CITED FROM ELI G BLE MEMBERS

=Y
o

PURSUANT TO SUBSECTION (G).

=
=

(4) THE FORM OF NOTI CE REQUI RED BY SECTI ON 809- A TO PERSONS

=
N

VWHOSE POLI CI ES ARE | SSUED AFTER ADOPTI ON OF THE PLAN BUT BEFORE

=
w

| TS EFFECTI VE DATE.

H
o

(5) THE PROPOSED AVMENDED ARTI CLES OF | NCORPORATI ON AND

=Y
(63}

BYLAWS OF THE CONVERTED STOCK COMPANY.

=Y
(e}

(6) THE ACQUI SITI ON OF CONTROL STATEMENT, AS REQUI RED BY

=
\l

SECTI ON _1402.

=Y
oo

(7) SUCH OTHER | NFORVATI ON AS THE COWM SSI ONER MAY REQUEST.

=
O

UPON FI LI NG OF THE FOREGO NG DOCUMENTS W TH THE COMM SSI ONER,

N
o

THE MUTUAL COVPANY SHALL SEND TO ELI G BLE MEMBERS A NOTI CE

N
=

ADVI SI NG ELI G BLE MEMBERS OF THE ADOPTI ON AND FI LI NG OF THE

N
N

PLAN, THEIR ABILITY TO PROVI DE THE COWM SSI ONER AND THE MJUTUAL

N
w

COVPANY W TH COVMENTS ON THE PLAN WTHI N THI RTY (30) DAYS OF THE

N
~

DATE OF SUCH NOTI CE AND PROCEDURE THEREFOR.

N
(63}

(€ THE COVWM SSI ONER SHALL APPROVE OR DI SAPPROVE THE PLAN BY

N
(e}

NOT _LATER THAN SI XTY (60) DAYS AFTER THE FI LI NG OF THE DOCUMENTS

N
~

UNDER SUBSECTI ON (B). THE COWM SSI ONER MAY EXTEND THE TI ME FOR

N
oo

APPROVAL OR DI SAPPROVAL BY_ AN ADDI TI ONAL SI XTY (60) DAYS UPON

N
(o]

VWRI TTEN NOTI CE TO THE MJUTUAL COVPANY. THE COVM SSI ONER SHALL

30 I MMVEDIATELY G VE WRI TTEN NOTI CE TO THE MJUTUAL COVPANY OF ANY
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DECI SI ON AND, I N THE EVENT OF DI SAPPROVAL, A STATEMENT IN DETAIL

OF THE REASONS FOR THE DECI SI ON.  THE COVM SSI ONER SHALL APPROVE

THE PLAN | F THE COMM SSI ONER FI NDS EACH OF THE FOLLOW NG

(1) THE PLAN COWPLIES WTH THI S ARTI CLE.

(2) THE PLAN WLL NOT_PREJUDI CE THE | NTERESTS OF THE

(3) THE PLAN' S METHOD OF ALLOCATI NG SUBSCRI PTION RIGHTS IS

FAI R AND EQUI TABLE.

(D) __THE COVWM SSI ONER MAY RETAIN, AT THE MJUTUAL COVPANY' S

EXPENSE, ANY QUALIFI ED EXPERT NOT_OTHERW SE A PART OF THE

COW SSI ONER' S STAFF TO ASSI ST I N REVI EW NG THE PLAN AND THE

| NDEPENDENT EVALUATI ON OF THE PRO FORVA MARKET VALUE REQUI RED

UNDER SECTI ON 804- A(D).

(E) THE COVM SSI ONER NMAY ORDER A HEARI NG ON WHETHER THE

TERMS OF THE PLAN COVPLY WTH TH S ARTI CLE AFTER G VI NG WRI TTEN

NOTI CE TO THE MJTUAL COVPANY AND OTHER | NTERESTED PERSONS, ALL

OF WHOM HAVE THE RI GHT TO APPEAR AT THE HEARI NG

(F) ALL ELI G BLE MEMBERS SHALL BE SENT NOTI CE OF THE

VEMBERS' NMEETI NG TO VOTE UPON THE PLAN. THE NOTI CE SHALL BRI EFLY

BUT FAIRLY DESCRI BE THE PROPOSED CONVERSI ON PLAN, SHALL | NFORM

THE MEMBER OF HS RIGHT TO VOTE UPON THE PLAN AND SHALL BE SENT

TO EACH MEMBER' S LAST KNOWN ADDRESS, AS SHOMN ON THE MJTUAL

COVPANY' S RECORDS, AT LEAST TH RTY (30) DAYS BEFORE THE TI ME

FI XED FOR THE MEETING | F THE MEETI NG TO VOTE UPON THE PLAN | S

HELD DURI NG THE MJTUAL COVPANY'S ANNUAL MEETI NG OF

POLI CYHOLDERS, ONLY A COMBI NED NOTI CE OF MEETI NG | S REQUI RED.

(G _ THE PLAN SHALL BE VOTED UPON BY ELI G BLE MEMBERS AND

SHALL BE ADOPTED UPON RECEI VI NG THE AFFI RVATI VE VOTE OF AT LEAST

TWO- TH RDS OF THE VOTES CAST BY ELI G BLE MEMBERS. MEMBERS

ENTI TLED TO VOTE UPON THE PROPGSED PLAN MAY VOTE | N PERSON OR BY
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PROXY. THE NUMBER OF VOTES EACH ELI G BLE MEMBER MAY CAST SHALL

BE_DETERM NED BY THE MJTUAL COMPANY'S BYLAWS. | F THE BYLAWS ARE

SILENT, EACH ELI G BLE MEMBER MAY CAST ONE VOTE.

(H THE AMENDED ARTI CLES SHALL BE CONSI DERED AT THE MEETI NG

Ok THE POLI CYHOLDERS CALLED FOR THE PURPOSE OF ADOPTI NG THE PLAN

OF CONVERSI ON AND SHALL REQUI RE FOR ADCPTI ON THE AFFI RVATI VE

VOTE OF AT LEAST TWO-THI RDS OF THE VOTES CAST BY ELI G BLE

(1) DOCUMENTS TO BE FILED FOLLOW NG APPROVAL. - -WTHI N THI RTY

(30) DAYS AFTER THE ELI G BLE MEMBERS HAVE APPROVED THE PLAN, THE

CONVERTED STOCK COMPANY SHALL FILE BOTH OF THE FOLLOW NG

DOCUMENTS W TH THE COMM SSI ONER:

(1) THE M NUTES OF THE MEETING OF THE ELI G BLE MEMBERS AT

VH CH THE PLAN WAS APPROVED.

(2) THE AMENDED ARTI CLES OF | NCORPORATI ON AND BYLAWS OF THE

CONVERTED STOCK COVPANY.

SECTI ON 804-A.  REQUI RED PROVI SI ONS OF PLAN OF CONVERSI ON. - -

(A)  THE FO.LON NG PROVI SIONS SHALL BE I NCLUDED I N THE PLAN:

(1) THE REASONS FOR PROPOSED CONVERSI ON.

(2) THE EFFECT OF CONVERSI ON ON EXI STING POLI CIES, | NCLUDI NG

ALL OF THE FOLLOW NG

(1) A PROVISION THAT ALL POLICIES I N FORCE ON THE EFFECTI VE

DATE OF CONVERSI ON CONTI NUE TO RENMAIN | N FORCE UNDER THE TERMS

OF THE POLICIES, EXCEPT THAT THE FOLLOW NG RIGHTS, TO THE EXTENT

THEY EXISTED IN THE MJTUAL COMPANY, SHALL BE EXTI NGUI SHED ON THE

EFFECTI VE DATE OF THE CONVERSI ON:

(A) __ANY VOTING RIGHTS OF THE POLI CYHOLDERS PROVI DED UNDER

THE POLI Cl ES.

(B) EXCEPT AS PROVI DED UNDER SUBPARAGRAPH (I1), ANY RIGHT TO

SHARE I N THE SURPLUS OF THE MJTUAL COVPANY PROVI DED FOR UNDER
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THE POLI Cl ES.

(©) ANY ASSESSMENT_ PROVI SI ONS PROVI DED FOR UNDER THE

POLIC ES OF THE TYPE DESCRI BED | N SECTI ON 808.

(1) EXCEPT AS PROVIDED I N SUBPARAGRAPH (111), A PROVI SI ON

THAT HOLDERS OF PARTI Cl PATING POLIC ES IN EFFECT ON THE DATE OF

CONVERSI ON CONTI NUE TO HAVE A R GHT TO RECEI VE DI VI DENDS AS

PROVI DED I N THE PARTICI PATING POLICIES, |F ANY.

(I1'1) A PROVI SION THAT, EXCEPT_FOR THE MJUTUAL COVPANY' S LI FE

POLI G ES, GUARANTEED RENEWABLE ACCI DENT_AND HEALTH POLI Cl ES AND

GUARANTEED RENEWABLE, NONCANCELABLE ACCI DENT AND HEALTH

POLI G ES, UPON THE RENEWAL DATE OF A PARTI Cl PATI NG POLI CY, THE

CONVERTED STOCK COVMPANY MAY | SSUE THE | NSURED A NONPARTI Cl PATI NG

POLI CY AS A SUBSTI TUTE FOR THE PARTI Cl PATI NG POLI CY.

(3) THE SUBSCRI PTION RIGHTS TO ELI G BLE MEMBERS, | NCLUDI NG

BOTH OF THE FOLLOW NG

(1) A PROVI SION THAT EACH ELI G BLE MEMBER | S TO RECEI VE,

W THOUT PAYMENT, NONTRANSFERABLE SUBSCRI PTI ON RI GHTS TO PURCHASE

A PORTION OF THE CAPI TAL STOCK OF THE CONVERTED STOCK COVPANY

AND THAT, IN THE AGGREGATE, ALL ELI G BLE MEMBERS SHALL HAVE THE

RIGHT, PRIOR TO THE RIGHT OF ANY OTHER PARTY, TO PURCHASE ONE

HUNDRED PER CENTUM (100% OF THE CAPI TAL STOCK COF THE CONVERTED

COVPANY, EXCLUSI VE OF ANY SHARES OF CAPI TAL STOCK REQUI RED TO BE

SOLD OR DI STRI BUTED TO THE HOLDERS OF SURPLUS NOTES, |F ANY, AND

CAPI TAL STOCK PURCHASED BY THE COMPANY' S TAX- QUALI FI ED ENMPLOYE

STOCK BENEFIT PLAN THAT IS IN EXCESS OF THE TOTAL PRI CE OF THE

CAPI TAL STOCK ESTABLI SHED UNDER SUBSECTION (D), AS PERM TTED BY

SECTI ON 806-A(C). AS AN ALTERNATI VE TO SUBSCRI PTI ON RI GHTS I N

THE CONVERTED STOCK COVPANY, THE PLAN MAY PROVI DE THAT EACH

ELIG BLE MEMBER | S TO RECEI VE, W THOUT PAYMENT, NONTRANSFERABLE

SUBSCRI PTI ON RI GHTS TO PURCHASE A PORTI ON OF THE CAPI TAL STOCK
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OF ONE OF THE FOLLOW NG

(A) A CORPORATI ON ORGANI ZED FOR THE PURPOSE OF PURCHASI NG

AND HOLDI NG ALL THE STOCK OF THE CONVERTED STOCK COVPANY;

(B) A STOCK | NSURANCE COVPANY OWNED BY THE MJUTUAL COVPANY

(©) AN UNAFFI LI ATED STOCK | NSURANCE COVPANY_ OR OTHER

CORPORATI ON THAT W LL PURCHASE ALL THE STOCK OF THE CONVERTED

STOCK _COVPANY.

1
2
3
4
5 [INTO VH CH THE MJUTUAL COVPANY W LL BE MERGED, OR
6
7
8
9

(1) A PROVISION THAT THE SUBSCRI PTI ON RI GATS SHALL BE

10 ALLOCATED I N WHOLE SHARES AMONG THE ELI G BLE MEMBERS USI NG A

11 FAIR AND EQUI TABLE FORMULA. THI S FORMULA NMAY, BUT NEED NOT, TAKE

12 I NTO ACCOUNT HOW THE DI FFERENT CLASSES OF POLI G ES OF THE

13 ELIE BLE MEMBERS CONTRI BUTED TO THE SURPLUS OF THE MUTUAL

14 COMPANY OR ANY OTHER FACTORS THAT MAY BE FAIR OR EQUI TABLE.

15 (B) THE PLAN SHALL PROVIDE A FAIR AND EQUI TABLE MEANS FOR

16 ALLOCATI NG SHARES OF CAPI TAL STOCK IN THE EVENT OF AN

17 OVERSUBSCRI PTI ON TO SHARES BY EL|I G BLE MEMBERS EXERCI SI NG

18 SUBSCRI PTI ON RI GHTS RECEI VED UNDER SUBSECTI ON (A) (3).

19 (G THE PLAN SHALL PROVI DE THAT ANY SHARES OF CAPI TAL STOCK

20 NOTI'_SUBSCRI BED TO BY ELI A BLE MEMBERS EXERCI SI NG SUBSCRI PTI ON

21 RIGHTS RECEI VED UNDER SUBSECTION (A)(3) SHALL BE SOD IN A

22 PUBLI C OFFERI NG THROUGH AN UNDERWRI TER. | F THE NUMBER OF SHARES

23 OF CAPITAL _STOCK NOT SUBSCRI BED BY ELI G BLE MEMBERS IS SO SIVALL

24 | N NUMBER OR OTHER FACTORS EXI ST THAT DO NOT WARRANT THE TI ME OR

25 EXPENSE OF A PUBLIC OFFERING THE PLAN OF CONVERSI ON MAY PROVI DE

26 FOR SALE OF THE UNSUBSCRI BED SHARES THROUGH A PRI VATE PLACENMENT

27 OR OTHER ALTERNATI VE METHOD APPROVED BY THE COVM SSI ONER THAT |'S

28 FAIR AND EQUI TABLE TO ELI G BLE MEMBERS.

29 (D) THE PLAN SHALL SET THE TOTAL PRI CE OF THE CAPI TAL STOCK

30 EQUAL TO THE ESTI MATED PRO FORVA MARKET VALUE OF THE CONVERTED
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STOCK _COVPANY BASED UPON AN | NDEPENDENT EVALUATI ON BY A

QUALI FI ED EXPERT. TH S PRO FORVA MARKET VALUE NVAY BE THAT VALUE

THAT 1S ESTI MATED TO BE NECESSARY TO ATTRACT FULL SUBSCRI PTI ON

FOR THE SHARES, AS | NDI CATED BY THE | NDEPENDENT EVALUATI ON AND

MAY BE STATED AS A RANGE OF PRO FORVA NMARKET VALUE.

(E) THE PLAN SHALL SET THE PURCHASE PRI CE PER SHARE OF

CAPI TAL STOCK EQUAL TO ANY REASONABLE AMOUNT. HOWEVER, THE

M N MUM SUBSCRI PTI ON AMOUNT REQUI RED OF ANY ELI G BLE MEMBER

CANNOT _EXCEED FI VE HUNDRED ($500) DOLLARS, BUT THE PLAN NAY

PROVI DE THAT THE M NI MUM NUMBER OF SHARES ANY PERSON NAY

PURCHASE PURSUANT TO THE PLAN IS TWENTY-FI VE (25) SHARES.

(F) THE PLAN SHALL PROVI DE THAT ANY PERSON OR GROUP COF

PERSONS ACTI NG IN CONCERT SHALL NOT_ACQUIRE, I N THE PUBLI C

OFFERI NG OR PURSUANT TO THE EXERCI SE OF SUBSCRI PTI ON RI GHTS,

MORE THAN FI VE PER CENTUM (5% OF THE CAPI TAL STOCK OF THE

CONVERTED STOCK COVMPANY OR THE STOCK OF ANOTHER CORPORATI ON THAT

| S PARTI CI PATING I N THE CONVERSI ON PLAN, AS PROVIDED I N

SUBSECTION (A (3) (1), EXCEPT WTH THE APPROVAL OF THE

COM SSIONER. THI' S LI M TATI ON DOES NOT_APPLY TO ANY ENTITY THAT

| S TO PURCHASE ONE HUNDRED PER CENTUM (100% OF THE CAPI TAL

STOCK _OF THE CONVERTED COVPANY AS PART OF THE PLAN OF CONVERS| ON

APPROVED BY THE COVM SS| ONER.

(G _ THE PLAN SHALL PROVI DE THAT NO DI RECTOR OR OFFI CER OR

PERSON ACTI NG I N CONCERT WTH A DI RECTOR OR OFFI CER OF THE

MUTUAL COVPANY SHALL ACQUI RE ANY CAPI TAL STOCK OF THE CONVERTED

STOCK _COVPANY OR THE STOCK OF ANOTHER CORPORATION THAT IS

PARTI Cl PATI NG | N THE CONVERSI ON PLAN, AS PROVI DED I N SUBSECTI ON

(A (3) (1), FOR THREE (3) YEARS AFTER THE EFFECTI VE DATE OF THE

PLAN, EXCEPT THROUGH A BROKER- DEALER, W THOUT THE PERM SSI ON OF

THE COWM SSI ONER. THI'S PROVI SI ON DOES NOT_ PROHI BI T _THE DI RECTORS
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AND OFFI CERS FROM MAKI NG BLOCK PURCHASES COF ONE PER CENTUM (1%

OR MORE OF THE OUTSTANDI NG COMVON STOCK:

(1) OTrHER THAN THROUGH A BROKER- DEALER | F APPROVED | N

VWRI TI NG BY THE DEPARTMENT;

(2)  THROUGH THE EXERCI SE OF SUBSCRI PTI ON RI GHTS RECEI VED

UNDER THE PLAN;, OR

(3)  FROM PARTI CI PATING I N A STOCK BENEFI T PLAN PERM TTED BY

SECTI ON 806- A(C) OR APPROVED BY SHAREHOLDERS PURSUANT TO SECTI ON

811-A(B).
(H THE PLAN SHALL PROVI DE THAT NO DI RECTOR OR OFFI CER NAY

SELL STOCK PURCHASED PURSUANT TO THI' S SECTI ON OR SECTI ON 806-

A(A) WTHI N ONE (1) YEAR AFTER THE EFFECTI VE DATE OF THE

CONVERSI ON.

(1) THE PLAN SHALL PROVIDE THAT THE RIGHTS OF A HOLDER CF A

SURPLUS NOTE TO PARTI CI PATE I N THE CONVERSI ON, I'F ANY, SHALL BE

GOVERNED BY THE TERMS OF THE SURPLUS NOTE.

(J) THE PLAN SHALL PROVI DE THAT, W THOUT THE PRI OR APPROVAL

OF THE COVM SSI ONER, NO CONVERTED STOCK COMPANY, OR ANY

CORPORATI ON PARTI Cl PATI NG I N THE CONVERSI ON PLAN PURSUANT TO

SUBSECTION (A (3)(I)(A OR (B), SHALL FOR A PERI O OF THREE (3)

YEARS FROM THE DATE OF THE COVPLETI ON OF THE CONVERSI ON

REPURCHASE ANY OF | TS CAPI TAL STOCK FROM ANY_ PERSON, EXCEPT THAT

TH'S RESTRICTI ON SHALL NOT APPLY TO El THER:

(1) A REPURCHASE ON A PRO RATA BASI S PURSUANT TO AN COFFER

MADE TO ALL SHAREHOLDERS COF THE CONVERTED STOCK COVPANY OR ANY

CORPORATI ON PARTI Cl PATI NG I N THE CONVERSI ON PLAN PURSUANT TO

SUBSECTION (A (3)(I)(A R (B); R

(2) A PURCHASE I N THE OPEN MARKET BY A TAX- QUALI FI ED OR NO\-

TAX- QUALI FI ED EMPLOYE STOCK BENEFI T PLAN I'N AN AMOUNT REASONABLE

AND APPROPRI ATE TO FUND THE PLAN.
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SECTI ON 805-A. CLOSED BLOCK OF BUSI NESS FOR PARTI Cl PATI NG

LIFE POLICIES. --(A)  THE PLAN SHALL PROVI DE THAT A MJUTUAL LIFE

I NSURANCE COVPANY' S PARTI CI PATING LIFE POLICIES IN FORCE ON THE

EFFECTI VE DATE OF THE CONVERSI ON SHALL BE OPERATED BY THE

CONVERTED STOCK COVPANY FOR DI VI DEND PURPOSES AS A CLOSED BLOCK

OF_PARTI Cl PATI NG BUSI NESS, EXCEPT THAT ANY AND ALL CLASSES OF

GROUP_PARTI CI PATI NG POLI CI ES MAY BE EXCLUDED FROM THE CLOSED

(B) THE PLAN SHALL PROVI DE THAT SUFFI Cl ENT ASSETS OF THE

MUTUAL COVPANY SHALL BE ALLOCATED FOR THE BENEFI T OF THE CLOSED

BLOCK OF BUSI NESS SO THAT THE ASSETS, TOGETHER W TH THE REVENUE

FROM THE CLOSED BLOCK OF BUSI NESS, ARE SUFFI Cl ENT TO SUPPORT THE

CLOSED BLOCK, I'NCLUDING BUT NOT LIMTED TO THE PAYMENT OF

CLAI MS, EXPENSES, TAXES AND ANY DI VI DENDS THAT ARE PROVI DED FOR

UNDER THE TERMS OF THE PARTI Cl PATING POLICIES, W TH APPROPRI ATE

ADJUSTMENTS I N THE DI VI DENDS FOR EXPERI ENCE CHANGES. THE PLAN

SHALL BE ACCOVPANI ED BY AN OPINION OF A QUALIFIED ACTUARY OR AN

APPO NTED ACTUARY VWHO MEETS THE STANDARDS SET FORTH I N THE

I NSURANCE LAWS OR REGULATIONS OF TH S COVMONWEALTH FOR THE

SUBM SSI ON OF ACTUARI AL _OPI NLONS AS TO THE ADEQUACY OF RESERVES

OR ASSETS. THE OPINTON SHALL RELATE TO THE ADEQUACY OF THE

ASSETS ALLOCATED IN SUPPORT OF THE CLOSED BLOCK OF BUSI NESS. THE

ACTUARI AL OPI NI ON SHALL BE BASED ON METHODS OF ANALYSI S DEEMED

APPROPRI ATE FOR THOSE PURPOSES BY THE ACTUARI AL__STANDARDS BOARD.

(6 THE AMOUNT OF ASSETS ALLOCATED FOR THE BENEFI T OF THE

CLOSED BLOCK SHALL BE BASED UPON THE MJUTUAL LI FE | NSURANCE

COVPANY' S LAST ANNUAL STATEMENT, UPDATED TO THE LAST DAY OF THE

QUARTER | MVEDI ATELY PRECEDI NG THE EFFECTI VE DATE OF THE

CONVERSI ON.

(D) THE CONVERTED STOCK COVPANY SHALL KEEP A SEPARATE
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ACCOUNTI NG FOR THE CLOSED BLOCK AND SHALL MAKE AND | NCLUDE I'N

THE ANNUAL_STATEMENT TO BE FILED WTH THE COVM SSI ONER EACH YEAR

A SEPARATE STATEMENT SHOW NG THE GAINS, LOSSES AND EXPENSES

PROPERLY ATTRI BUTABLE TO THE CLOSED BLOCK.

(E) PERIODI CALLY, UPON THE COWM SSI ONER S APPROVAL, THOSE

ASSETS ALLOCATED TO THE CLOSED BLOCK THAT ARE I N EXCESS OF THE

AMOUNT_OF ASSETS NECESSARY TO SUPPORT_THE REMAINING POLICIES IN

THE CLOSED BLOCK SHALL REVERT TO THE BENEFI T OF THE CONVERTED

STOCK _COVPANY.

(F) THE COWM SSI ONER MAY WAl VE THE REQUI REMENT FOR

ESTABLI SHI NG A CLOSED BLOCK OF BUSINESS |F IT IS IN THE BEST

| NTERESTS OF PCOLI CYHOLDERS TO DO SO. THE COVM SSI ONER MAY WAl VE

FROM | NCLUSION IN THE CLOSED BLOCK OF PARTI Cl PATI NG POLI Cl ES

THOSE PARTI CI PATING POLICIES FOR VHI CH THERE | S NO EXPECTATI ON

OF DI VIDENDS BEING PAID, TF IT 1S FAIR AND EQU TABLE TO DO SO

(G TH'S SECTI ON APPLI ES ONLY TO MJUTUAL LI FE | NSURANCE

COVPANI ES.

SECTI ON 806-A.  OPTI ONAL PROVI SI ONS OF PLAN OF CONVERSI ON. - -

(A)  THE PLAN MAY PROVI DE THAT THE DI RECTORS AND OFFI CERS OF THE

MUTUAL COVPANY SHALL RECEIVE, W THOUT PAYMENT, NONTRANSFERABLE

SUBSCRI PTI ON RI GHTS TO PURCHASE CAPI TAL STOCK OF THE CONVERTED

STOCK _COVPANY OR THE STOCK OF ANOTHER CORPORATION THAT IS

PARTI Cl PATI NG I N THE CONVERSI ON PLAN, AS PROVI DED I N SECTI ON

804-A(A) (3)(1). THESE SUBSCRI PTI ON RI GHTS SHALL BE ALLOCATED

AMONG THE DI RECTORS AND OFFI CERS BY A FAIR AND EQUI TABLE FORMULA

AND SHALL BE SUBCORDI NATE TO THE SUBSCRI PTI ON RI GHTS OF ELI G BLE

VEMBERS. NOTHI NG CONTAINED IN THI S ARTICLE SHALL REQUI RE THE

SUBORDI NATI ON OF_SUBSCRI PTI ON RI GHTS RECEI VED BY DI RECTORS AND

OFFICERS IN THEIR CAPACITY AS ELI G BLE MEMBERS, | F ANY.

(B) THE AGGREGATE TOTAL NUMBER OF SHARES THAT MAY BE
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PURCHASED BY DI RECTORS AND OFFI CERS OF THE MJTUAL COMPANY | N

THEI R CAPACI TY UNDER SUBSECTION (A) AND IN THEIR CAPACI TY AS

ELI G BLE MEMBERS UNDER SECTI ON 804- A(A) (3) (1) SHALL NOT EXCEED

THI RTY- FI VE_PER CENTUM (35% OF THE TOTAL NUMBER OF SHARES TO BE

| SSUED FOR A MUTUAL COVPANY | F TOTAL ASSETS OF THE MJTUAL

COVPANY ARE LESS THAN FIFTY M LLI ON ($50, 000, 000) DOLLARS OR

TVENTY- FI VE_PER CENTUM (25% COF THE TOTAL NUMBER OF SHARES TO BE

| SSUED FOR A MUTUAL COVPANY | F TOTAL ASSETS OF THE MJTUAL

COVPANY ARE MORE THAN FI VE HUNDRED M LLI ON (1$500, 000, 000)

DOLLARS. FOR MUTUAL COVPANI ES W TH TOTAL ASSETS OF OR BETWEEN

FIFTY MLLION ($50, 000,000) DOLLARS AND FI VE HUNDRED M LLI ON

($500, 000, 000) DOLLARS, THE PERCENTAGE OF THE TOTAL NUMBER OF

SHARES THAT NMAY BE PURCHASED SHALL BE | NTERPOLATED.

(6 THE PLAN MAY ALLOCATE TO A TAX-QUALI FI ED EMPLOYE BENEFI T

PLAN NONTRANSFERABLE SUBSCRI PTI ON RI GHTS TO PURCHASE UP TO TEN

PER CENTUM (10% OF THE CAPI TAL STOCK OF THE CONVERTED STOCK

COVPANY OR THE STOCK OF ANOTHER CORPORATION THAT IS

PARTI Cl PATI NG I N THE CONVERSI ON PLAN, AS PROVI DED I N SECTI ON

804-A(A) (3)(1). A TAX-QUALI FIED EMPLOYE BENEFI T PLAN IS ENTI TLED

TO EXERCI SE SUBSCRI PTI ON RI GHTS GRANTED UNDER THI S SUBSECTI ON

REGARDLESS OF THE TOTAL NUMBER OF SHARES PURCHASED BY OTHER

(D) THE PLAN MAY PROVI DE FOR THE CREATION OF A LI QUI DATI ON

ACCOUNT FOR THE BENEFI T OF MEMBERS IN THE EVENT OF VOLUNTARY

L1 QUI DATI ON SUBSEQUENT TO CONVERSI ON I N AN AMOUNT EQUAL TO THE

SURPLUS OF THE MJTUAL COVPANY, EXCLUSI VE OF THE PRI NCI PAL_AMOUNT

OF ANY SURPLUS NOTE, ON THE LAST DAY OF THE QUARTER | MVEDI ATELY

PRECEDI NG THE DATE OF ADOPTI ON OF THE PLAN.

SECTI ON 807-A.  ALTERNATI VE PLAN OF CONVERSI ON. - - THE BOARD OF

DI RECTORS MAY ADOPT A PLAN OF CONVERSI ON THAT DCES NOT RELY I N
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VHOLE OR I N PART UPON | SSU NG NONTRANSFERABLE SUBSCRI PTI ON

R GATS TO MEMBERS TO PURCHASE STOCK OF THE CONVERTED STOCK

COWPANY | F THE COVWM SSI ONER FI NDS THAT THE PLAN DOES NOT

PREJUDI CE THE | NTERESTS OF THE MEMBERS, |S FAIR AND EQUI TABLE

AND |'S NOT | NCONSI STENT W TH THE PURPOSE AND | NTENT OF TH S ACT.

AN _ALTERNATI VE PLAN NAY:

(1) INCLUDE THE MERGER COF A DOMESTI C MJTUAL | NSURER I NTO A

DOVESTI C OR FOREI GN STOCK | NSURER.

(2) PROVIDE FOR | SSU NG STOCK, CASH OR OTHER CONSI DERATI ON

TO POLI CYHOLDERS | NSTEAD OF SUBSCRI PTI ON RI GHTS.

(3) PROVI DE FOR PARTI AL _CONVERSI ON OF THE MUTUAL COMPANY_AND

FORVATI ON OF A MUTUAL HOLDI NG COMPANY.

(4) SET FORTH ANOTHER PLAN CONTAI NI NG ANY OTHER PROVI SI ONS

APPROVED BY THE COVM SS| ONER.

NO ALTERNATI VE PLAN OF CONVERSI ON PROVI DI NG FOR THE FORVATI ON OF

A MUTUAL HOLDI NG COMPANY SHALL BE APPROVED BY THE COMM SSI ONER

BEFORE REGULATI ONS PERM TTI NG PARTI AL_CONVERSI ON AND FORNMATI ON

OF A MUTUAL HOLDI NG COMPANY_ARE ADOPTED BY THE COWM SSI ONER. _ THE

COW SSI ONER MAY RETAIN, AT THE MUTUAL COVPANY' S EXPENSE, ANY

QUALI FI ED EXPERT NOT_OTHERW SE A PART OF THE COWM SSI ONER' S

STAFF_TO ASSI ST IN REVI EW NG WHETHER THE PLAN MAY BE APPROVED BY

THE COWM SSI ONER.

SECTI ON 808-A. ~ EFFECTI VE DATE OF PLAN.--A PLAN | S EFFECTI VE

VWHEN THE COWM SSI ONER HAS APPROVED THE PLAN, THE ELI G BLE

VEMBERS HAVE APPROVED THE PLAN AND ADOPTED THE AMENDED ARTI CLES

OF | NCORPORATI ON AND THE MUTUAL COVPANY FI LES THE AMENDED

ARTI CLES OF | NCORPORATION IN THE OFFI CE OF THE SECRETARY OF THE

COMVONVEAL TH.

SECTI ON 809-A.  RIGHTS OF MEMBERS WHOSE POLI Cl ES ARE | SSUED

AFTER ADOPTI ON OF PLAN AND BEFORE EFFECTI VE DATE.--(A) ALL
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MVEMBERS VWHOSE POLI CI ES ARE | SSUED AFTER THE PROPOSED PLAN HAS

BEEN ADOPTED BY THE BOARD OF DI RECTORS AND BEFORE THE EFFECTI VE

DATE OF THE PLAN SHALL BE SENT A WRI TTEN NOTI CE REGARDI NG THE

PLAN UPON | SSUANCE OF SUCH POLI CY.

(B) A MEMBER OF A LIFE OR HEALTH | NSURANCE COVPANY ENTI TLED

TO BE SENT THE NOTI CE DESCRI BED I N SUBSECTION (A) IS ENTITLED TO

RESCIND THE MEMBER S POLI CY AND RECEIVE A FULL REFUND OF ANY

AMOUNTS PAID FOR THE PCOLI CY OR CONTRACT WTHI N TEN (10) DAYS

AFTER HE HAS RECEI VED THE NOTI CE. EXCEPT AS PROVIDED I N

SUBSECTI ON (C) EACH MEMBER OF A PROPERTY OR CASUALTY | NSURANCE

COVPANY ENTI TLED TO RECEI VE THE NOTI CE PROVIDED FOR IN

SUBSECTI ON (A) SHALL BE ADVI SED OF THE MEMBER S RI GHT OF

CANCELLATI ON AND TO A PRO RATA REFUND OF UNEARNED PREM UNES.

(G NO MEMBER COF A LIFE OR HEALTH | NSURANCE COVPANY OR

PROPERTY OR CASUALTY | NSURANCE COVPANY WHO HAS MADE OR FILED A

CLAIM UNDER HI' S I NSURANCE POLI CY SHALL BE ENTITLED TO ANY RI GHT

TO RECEI VE ANY REFUND UNDER SUBSECTI ON (B). NO PERSON VWHO HAS

EXERCI SED THE RI GHTS PROVI DED BY SUBSECTI ON (B) SHALL BE

ENTI TLED TO MAKE OR FILE ANY CLAI M UNDER H' S | NSURANCE POLI CY.

SECTI ON 810-A. CORPORATE EXI STENCE. --(A) ON THE EFFECTI VE

DATE OF THE CONVERSI ON, THE CORPORATE EXI STENCE OF THE MUTUAL

COVPANY CONTI NUES I N THE CONVERTED STOCK COVPANY. ON THE

EFFECTI VE DATE OF THE CONVERSI ON, ALL THE ASSETS, RI GHTS,

FRANCHI SES AND | NTERESTS OF THE MJTUAL COMPANY I N AND TO EVERY

SPECI ES OF PROPERTY, REAL, PERSONAL AND M XED, AND ANY

ACCOVPANYI NG THI NGS | N ACTION, ARE VESTED |IN THE CONVERTED STOCK

COVPANY, W THOUT ANY DEED OR TRANSFER AND THE CONVERTED STOCK

COVPANY ASSUMES ALL THE OBLI GATIONS AND LIABILITIES OF THE

MUTUAL _COVPANY.

(B) UNLESS OTHERW SE SPECI FI ED I N THE PLAN OF CONVERSI ON,
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THE PERSONS WHO ARE DI RECTORS AND OFFI CERS OF THE MUTUAL COVPANY

ON THE EFFECTI VE DATE OF THE CONVERSI ON SHALL SERVE AS DI RECTORS

AND OFFI CERS OF THE CONVERTED STOCK COVPANY UNTI L NEW DI RECTORS

AND OFFI CERS OF THE CONVERTED STOCK COVPANY ARE ELECTED PURSUANT

TO THE ARTI CLES OF | NCORPORATI ON AND BYLAWS COF THE CONVERTED

STOCK _COVPANY.

SECTI ON 811-A. CONFLICT OF INTEREST.--(A) A DI RECTCR,

OFFI CER, AGENT_OR EMPLOYE OF THE MJUTUAL COMPANY SHALL NOT

RECEI VE ANY FEE, COVMM SSI ON OR OTHER VALUABLE CONSI DERATI ON,

OTHER THAN HI' S USUAL REGULAR SALARY OR COVPENSATI QN, FOR Al DI NG

PROMOTI NG OR ASSI STING IN A CONVERSI ON UNDER THI' S ARTI CLE EXCEPT

AS PROVI DED FOR I N THE PLAN APPROVED BY THE COWM SSI ONER. THI' S

PROVI SI ON DOES NOT__PRCHI BI T THE PAYMENT OF REASONABLE FEES AND

COVPENSATI ON TO ATTORNEYS, ACCOUNTANTS AND ACTUARI ES FOR

SERVI CES PERFORMED | N THE | NDEPENDENT PRACTI CE OF THEIR

PROFESSI ONS, EVEN | F THE ATTORNEY, ACCOUNTANT OR ACTUARY IS ALSO

A DI RECTOR OR OFFI CER OF THE MJTUAL COMPANY.

(B) FOR A PERIOD OF TWO (2) YEARS AFTER THE EFFECTI VE DATE

OF THE CONVERSI ON, NO CONVERTED STOCK COWMPANY SHALL | MPLEMENT

ANY NON- TAX- QUALI FI ED STOCK BENEFI T PLAN UNLESS THE PLAN | S

APPROVED BY A MAJORITY OF VOTES ELI G BLE TO BE CAST AT A MEETI NG

OF_SHAREHOLDERS HELD NOT LESS THAN SI X (6) MONTHS AFTER THE

EFFECTI VE DATE OF THE CONVERSI ON.

(G ALL THE COSTS AND EXPENSES CONNECTED WTH A PLAN OF

CONVERSI ON SHALL BE PAI D FOR OR REI MBURSED BY THE MJTUAL COVPANY

OR THE CONVERTED STOCK COVPANY. HOWEVER, |F THE PLAN PROVI DES

FOR PARTI Cl PATI ON BY ANOTHER CORPORATI ON OR STOCK COMPANY | N THE

PLAN PURSUANT_ TO SECTI ON 804- A(A) (3) (1), THE CORPORATI ON OR

STOCK _COVPANY NAY PAY FOR OR REIMBURSE ALL OR A PORTION OF THE

COSTS_AND EXPENSES CONNECTED W TH THE PLAN.
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SECTI ON 812-A.  FAILURE TO G VE NOTICE. --1F THE MJTUAL

COVPANY_ COVPLI ES SUBSTANTIALLY AND I N GOOD FAITH WTH THE NOTI CE

REQUI REMENTS OF THI S ARTICLE, THE MJTUAL COMPANY' S FAILURE TO

SEND A MEMBER THE REQUI RED NOTI CE DCES NOT | MPAIR THE VALID TY

OF _ANY ACTI ON TAKEN UNDER THI' S ARTI CLE.

SECTI ON 813-A.  LIM TATION ON ACTI ONS. - - ANY ACTI ON

CHALLENG NG THE VALIDITY OF OR ARI SING OUT_OF ACTS TAKEN OR

PROPOSED TO BE TAKEN UNDER THI S ARTI CLE SHALL BE COVMENCED NO

LATER THAN THI RTY (30) DAYS AFTER THE EFFECTI VE DATE OF THE

SECTI ON 814-A. I NSOLVENT MJTUAL COWVPANY.--(A) IF A MJTUAL

COVPANY |S INSOLVENT OR, IN THE JUDGVENT OF THE COVM SSIONER, IS

I N HAZARDOUS FI NANCI AL _CONDI TION, | TS BOARD OF DI RECTORS, BY A

MAJORITY VOTE, NMAY REQUEST IN ITS PETITION THAT THE COVM SSI ONER

WAl VE THE REQUI REMENTS | MPOSI NG NOTI CE TO AND POLI CYHOLDER

APPROVAL OF THE PLANNED CONVERSI ON. THE PETI TI ON SHALL SPECI FY

BOTH OF THE FOLLOW NG

(1) THE METHOD AND BASI S FOR THE | SSUANCE CF THE CONVERTED

STOCK _COVPANY' S SHARES OF | TS CAPI TAL STOCK TO AN | NDEPENDENT

PARTY I N CONNECTI ON W TH AN | NVESTMENT BY THE | NDEPENDENT PARTY

N AN AMOUNT SUFFI CI ENT TO RESTORE THE CONVERTED STOCK COVPANY

TO A SOUND FI NANCI AL _CONDI T1 ON.

(2) THAT THE CONVERSI ON SHALL BE ACCOWVPL|I SHED W THOUT

CONS| DERATI ON TO THE PAST, PRESENT OR FUTURE POLI CYHOLDERS, |F

THE COWM SSI ONER FINDS THAT THE VALUE OF THE MJUTUAL COMPANY | S

I NSUEFI Cl ENT_TO WARRANT CONSI DERATI ON.

(B) IF THE COVM SSI ONER, UPON REVI EW OF THE PLAN OF

CONVERSI ON AND AFTER A FI NANCI AL EXAM NATI ON, FINDS THAT THE

MUTUAL COVPANY NO LONGER MEETS STATUTORY REQUI REMENTS W TH

RESPECT TO CAPI TAL, SURPLUS, DEPCSITS OR ASSETS, THE
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COW SSI ONER MVAY WAL VE, BY A WRI TTEN ORDER, THE REQUI REMENTS OF

SECTI ON 803- A(F).

SECTI ON 815-A.  RULES AND REGULATI ONS. - - THE COMM SSI ONER NMAY

PROVULGATE RULES AND REGULATI ONS TO ADM NI STER AND ENFORCE THI' S

SECTI ON 816-A.  LAWS APPLI CABLE TO CONVERTED STOCK COWMPANY. - -

(A NO MUTUAL COMPANY SHALL BE PERM TTED TO CONVERT UNDER THI S

ARTICLE I|F AS A DIRECT RESULT OF THE CONVERSI ON ANY PERSON OR

ANY AFFI LI ATE THEREOF ACQUI RES CONTROL OF THE CONVERTED STOCK

COVPANY, UNLESS THAT PERSON AND HI' S AFFI LI ATES COVPLY W TH THE

PROVI SI ONS OF SECTI ON 1402. FOR PURPOSES OF THI S SUBSECTI ON,

"CONTROL" SHALL HAVE THE MEANING G VEN TO SUCH TERM I N SECTI ON

(B) EXCEPT AS OTHERW SE SPECIFIED IN TH S ARTICLE, A STOCK

COVPANY CONVERTED UNDER THI S ARTICLE SHALL HAVE AND NMVAY EXERC SE

ALL THE RIGHTS AND PRI VI LEGES AND SHALL BE SUBJECT TO ALL OF THE

REQUI REMENTS AND REGULATI ONS | MPOSED UPON STOCK | NSURANCE

COVPANI ES FORMED UNDER THI' S ACT, AND ANY OTHER LAWS OF THI' S

COMVONVEALTH RELATI NG TO THE REGULATI ON AND SUPERVI SI ON OF

| NSURANCE COVPANI ES, BUT | T SHALL EXERCI SE NO RI GHTS OR

PRI VI LEGES WHI CH OTHER STOCK | NSURANCE COMPANI ES MAY NOT

EXERCI SE.

SECTI ON 817-A.  COMVENCEMENT OF BUSI NESS AS A STOCK | NSURANCE

COVPANY. - - NO MUTUAL COMPANY_ SHALL HAVE THE POAER TO ENGAGE | N

THE BUSI NESS OF | NSURANCE AS A STOCK COVPANY UNTIL I'T COVPLIES

WTH ALL PROVISIONS OF TH S ARTI CLE.

SECTI ON 818-A.  AMENDVENT COF POLICIES. --A MJUTUAL COVPANY, BY

ENDORSEMENT OR RI DER APPROVED BY THE COWM SSI ONER AND SENT TO

THE POLI CYHOLDER, MAY SI MULTANEOUSLY W TH OR AT ANY Tl ME AFTER

THE ADOPTI ON OF A PLAN OF CONVERS|I ON AMEND ANY OUTSTANDI NG
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I NSURANCE POLI CY FOR THE PURPOSE OF EXTI NGUI SHI NG THE RI GHT OF

THE HOLDER OF ANY SUCH POLICY TO SHARE IN THE SURPLUS OF THE

MUTUAL COVPANY. HOWEVER, THI' S AVENDMVENT SHALL BE NULL AND VO D

|F_ THE PLAN OF CONVERSION IS NOT'_SUBM TTED TO THE COMM SSI ONER

OR _IF SUBM TTED, 1S DI SAPPROVED BY THE COMM SSIONER OR, | F

APPROVED BY THE COVM SSIONER, |I'S NOT__APPROVED BY THE ELIE BLE

VEMBERS ON OR BEFORE THE FI RST ANNI VERSARY CF | TS APPROVAL BY

THE COWM SSI ONER.
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SECTI ON 44 15. SECTI ONS 1802 AND 1803(B) OF THE ACT, ADDED

N
~

DECEMBER 12, 1994 (P.L.1005, NO 137), ARE AMENDED TO READ:

N
(63}

SECTI ON 1802. DEFIN TIONS. --AS USED IN TH S ARTI CLE THE

N
(e}

FOLLOW NG WORDS AND PHRASES SHALL HAVE THE MEANI NGS G VEN TO

N
~

THEM I N TH S SECTI ON:

N
oo

"ACCOUNT. " EITHER OF THE TWO ACCOUNTS PROVI DED FOR UNDER

N
(o]

SECTI ON 1808( A) .
30 " ASSOCI ATI ON. " THE PENNSYLVANI A PROPERTY AND CASUALTY
19950H0602B2903 - 52 -
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I NSURANCE GUARANTY ASSCOCI ATI ON.

"COW SSI ONER. " THE | NSURANCE COWMM SSI ONER OF THE
COMVONVEAL TH.

"COVERED CLAIM "

(1) AN UNPAID CLAIM | NCLUDI NG ONE FOR UNEARNED PREM UMS,
SUBM TTED BY A CLAI MANT, WHI CH ARI SES QUT OF AND I S WTHI N THE
COVERAGE AND | S SUBJECT TO THE APPLI CABLE LIM TS OF AN | NSURANCE
PCLI CY TO VHI CH THI S ARTI CLE APPLI ES | SSUED BY AN | NSURER | F
SUCH | NSURER BECOVES AN | NSOLVENT | NSURER AFTER THE EFFECTI VE
DATE OF TH S ARTI CLE AND:

(1) THE CLAIMANT OR INSURED IS A RESI DENT OF THI S
COMWONVEALTH AT THE TI ME OF THE | NSURED EVENT: PROVI DED, THAT
FOR ENTI TI ES OTHER THAN AN | NDI VI DUAL, THE RESI DENCE OF A
CLAI MANT OR INSURED IS THE STATE IN WHI CH I TS PRI NCl PAL PLACE OF
BUSI NESS | S LOCATED AT THE TI ME OF THE | NSURED EVENT; OR

(1) THE PROPERTY FROM VWHI CH THE CLAI M ARI SES | S PERVANENTLY
LOCATED IN TH S COVMONWEALTH.

(2) THE TERM SHALL NOT | NCLUDE ANY AMOUNT AWARDED AS
PUNI TI VE OR EXEMPLARY DANMAGES; SOUGHT AS A RETURN OF PREM UM
UNDER ANY RETROSPECTI VE RATI NG PLAN; OR DUE ANY REl NSURER,

I NSURER, | NSURANCE POCL OR UNDERWRI TI NG ASSCCI ATI ON AS
SUBROGATI ON RECOVERI ES OR OTHERW SE.
(3) THE TERM SHALL NOT | NCLUDE ANY FI RST- PARTY CLAI M BY AN

I NSURED VWHOSE NET WORTH EXCEEDS TWENTY-FI VE M LLI ON

($25, 000, 000) DOLLARS ON DECEMBER 31 OF THE YEAR PRIOR TO THE

YEAR I N WH CH THE | NSURER BECOVES AN | NSCLVENT | NSURER:

PROVI DED, THAT AN INSURED S NET WORTH ON THAT DATE SHALL BE

DEEMED TO | NCLUDE THE AGGREGATE NET WORTH OF THE | NSURED AND ALL

OF I'TS SUBSI DI ARIES AS CALCULATED ON A CONSOLI DATED BASI S.

"DEPARTMENT. " THE | NSURANCE DEPARTMENT OF THE COVMONWEALTH.
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"EXHAUST. " THE TERM W TH RESPECT TO OTHER | NSURANCE, MEANS
OBTAI NI NG THE MAXI MUM LIM T UNDER THE PCLI CY. THE TERM WTH
RESPECT TO ANOTHER | NSURANCE GUARANTY ASSOCI ATION OR I TS
EQUI VALENT, MEANS OBTAI NI NG THE STATUTORY LIM T OF RECOVERY OR A

1

2

3

4

5 FI NAL JUDGVENT FROM A COURT OF COVMPETENT JURI SDI CTl ON

6 DETERM NI NG THE AMOUNT OF THE CLAI M PAYABLE BY THE OTHER

7 | NSURANCE GUARANTY ASSCOCI ATION OR | TS EQUI VALENT.

8 "I NSOLVENT I NSURER. " AN I NSURER LI CENSED TO TRANSACT

9 [INSURANCE IN THI S COWONWEALTH, EI THER AT THE TI ME THE PCLI CY
10 WAS | SSUED OR WHEN THE | NSURED EVENT OCCURRED, AND AGAI NST WHOM
11 AN ORDER OF LI QUI DATI ON W TH A FI NDI NG OF | NSOLVENCY HAS BEEN
12 ENTERED AFTER THE EFFECTI VE DATE OF THI S ARTI CLE BY A COURT OF
13 COVPETENT JURI SDI CTION IN THE | NSURER S STATE OF DOM CI LE OR OF
14 TH' S COWONWEALTH AND WHI CH ORDER OF LI QUI DATI ON HAS NOT BEEN
15 STAYED OR BEEN THE SUBJECT OF A WRI T OF SUPERSEDEAS OR OTHER

16 COVPARABLE ORDER

17 "I NSURER'" OR "MEMBER | NSURER. "  ANY | NSURANCE COVPANY,

18 ASSOCI ATI ON OR EXCHANGE WHICH IS LI CENSED TO WRITE AND | S

19 ENGAGED IN WRITING WTH N THI S COWONVEALTH, ON A DI RECT BASI S,
20 PROPERTY AND CASUALTY | NSURANCE POLI CI ES.
21 "NET DI RECT WRI TTEN PREM UMS. " DI RECT GROSS PREM UVS WRI TTEN
22 IN TH' S COWONVWEALTH ON PROPERTY AND CASUALTY | NSURANCE
23 POLICES, | NCLUDI NG PCLI CI ES | SSUED TO SELF- | NSURERS, WHETHER OR
24 NOT DESI GNATED AS REI NSURANCE CONTRACTS, LESS RETURN PREM UMS
25 THEREON AND DI VI DENDS PAI D OR CREDI TED TO POLI CYHOLDERS OF SUCH
26 POLICES, BUT DOES NOT | NCLUDE PREM UMS ON CONTRACTS BETWEEN
27 | NSURERS OR REI NSURERS.
28 "PERSON. " AN | NDI VI DUAL, A CORPORATI ON, A PARTNERSHI P, AN
29 ASSOCI ATI ON OR ANY OTHER HOLDER OF OR CLAI MANT UNDER A PROPERTY
30 AND CASUALTY | NSURANCE POQOLI CY.
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" PROPERTY AND CASUALTY | NSURANCE POLICY." ANY CONTRACT,
| NCLUDI NG ANY ENDORSEMENT, RIDER, BI NDER (WRI TTEN OR ORAL),
COVER NOTE, CERTI FI CATE OR OTHER | NSTRUVENT OF | NSURANCE
ATTACHED OR RELATI NG THERETO, W THOUT REGARD TO THE NATURE OF
THE FORM OF THE SAME, WH CH PROVI DES ANY OF THE COVERAGES
ENUVERATED | N SECTI ON 202, EXCEPT:

(1) LIFE, ANNUITY, HEALTH OR DI SABI LI TY | NSURANCE.

(2) MORTGAGE GUARANTY, FINANCI AL GUARANTY OR OTHER FORMS OF
| NSURANCE OFFERI NG PROTECTI ON AGAI NST | NVESTMENT RI SKS.

(3) FIDELI TY OR SURETY BONDS OR ANY OTHER BONDI NG
OBLI GATI ONS.

(4) CREDI T | NSURANCE, VENDORS SINGLE | NTEREST | NSURANCE OR
COLLATERAL PROTECTI ON | NSURANCE OR ANY SI M LAR | NSURANCE
PROTECTI NG THE | NTERESTS OF A CREDI TOR ARl SI NG OUT OF A
CREDI TOR- DEBTOR TRANSACTI ON.

(5) 1 NSURANCE OF WARRANTI ES OR SERVI CE CONTRACTS.

(6) TITLE | NSURANCE.

(7) OCEAN MARI NE | NSURANCE.

(8) ANY TRANSACTI ON OR COVBI NATI ON OF TRANSACTI ONS BETWEEN A
PERSON, | NCLUDI NG AFFI LI ATES OF SUCH PERSON, AND AN | NSURER,
| NCLUDI NG AFFI LI ATES OF SUCH | NSURER, WHI CH | NVOLVES THE
TRANSFER OF | NVESTMENT OR CREDI T RI SK UNACCOMPANI ED BY TRANSFER
OF | NSURANCE RI SK.

(9) ANY | NSURANCE PROVI DED BY OR GUARANTEED BY GOVERNVENT.

(10) WORKMEN S COVPENSATI ON AND EMPLOYER S LI ABI LI TY
| NSURANCE.

SECTI ON 1803. PENNSYLVANI A PROPERTY AND CASUALTY | NSURANCE
GUARANTY ASSOCI ATI ON. --* * *

(B) THE ASSOCI ATI ON SHALL HAVE THE FOLLON NG POWERS AND
DUTI ES:

19950H0602B2903 - 55 -



(1) (I) TO BE OBLI GATED TO PAY COVERED CLAI M5 EXI STI NG
PRI OR TO THE DETERM NATI ON OF THE | NSOLVENCY, ARI SING W THI N
THI RTY (30) DAYS AFTER THE DETERM NATI ON OF | NSOLVENCY OR BEFORE
THE POLI CY EXPI RATI ON DATE | F LESS THAN THI RTY (30) DAYS AFTER
THE DETERM NATI ON OF | NSOLVENCY OR BEFORE THE | NSURED REPLACES
THE POLI CY OR CAUSES | TS CANCELLATION | F HE DOES SO W THI N
THI RTY (30) DAYS OF THE DETERM NATI ON. ANY OBLI GATI ON OF THE

ASSCOCI ATI ON TO DEFEND AN | NSURED SHALL CEASE UPON THE

ASSOCI ATI ON'S PAYMENT OR TENDER OF AN AMOUNT EQUAL TO THE LESSER

OF THE ASSOCI ATION' S COVERED CLAI M OBLI GATI ON OR THE APPL| CABLE

POLICY LIMT. SUCH OBLI GATI ON SHALL BE SATI SFI ED BY PAYI NG TO

THE CLAI MANT AN AMOUNT AS FOLLOWS:
(A) AN AMOUNT NOT EXCEEDI NG TEN THOUSAND ($10, 000) DOLLARS
PER POLI CY FOR A COVERED CLAI M FOR THE RETURN OF UNEARNED
PREM UM
(B) AN AMOUNT NOT EXCEEDI NG THREE HUNDRED THOUSAND
($300, 000) DOLLARS PER CLAI MANT FOR ALL OTHER COVERED CLAI NB.
(11) 1N NO EVENT SHALL THE ASSOCI ATI ON BE OBLI GATED TO PAY A
CLAI MANT AN AMOUNT | N EXCESS OF THE OBLI GATI ON OF THE | NSOLVENT
| NSURER UNDER THE POLI CY OR COVERAGE FROM WHI CH THE CLAI M
ARl SES. NOTW THSTANDI NG ANY OTHER PROVI SIONS OF THI S ARTI CLE, A
COVERED CLAI M SHALL NOT | NCLUDE ANY CLAI M FI LED W TH THE
ASSOCI ATI ON AFTER THE FI NAL DATE SET BY THE COURT FOR THE FI LI NG
OF CLAI M5 AGAI NST THE LI QUI DATOR OR RECEI VER OF AN | NSOLVENT
| NSURER [ THE ASSOCI ATI ON SHALL PAY ONLY THAT AMOUNT OF EACH
UNEARNED PREM UM WHI CH |'S | N EXCESS OF ONE HUNDRED ( $100)
DOLLARS. ]
(2) TO BE DEEMED THE | NSURER TO THE EXTENT OF | TS OBLI GATI ON
ON THE COVERED CLAI M5 AND, TO SUCH EXTENT, SHALL HAVE ALL
RI GHTS, DUTI ES AND OBLI GATI ONS OF THE | NSOLVENT | NSURER AS | F
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THAT | NSURER HAD NOT BECOME | NSOLVENT.

(3) TO ASSESS MEMBER | NSURERS | N ACCORDANCE W TH SECTI ONS
1808 THROUGH 1811 THE AMOUNTS NECESSARY TO PAY THE OBLI GATI ONS
OF THE ASSOCI ATI ON UNDER PARAGRAPH (1), THE EXPENSES OF HANDLI NG
COVERED CLAI M5, THE COST OF EXAM NATI ONS UNDER SECTI ONS 1805 AND
1812(A) (3) AND OTHER EXPENSES AUTHORI ZED BY THI S ARTI CLE.

(4) TO | NVESTI GATE CLAI M5 BROUGHT AGAI NST THE ASSOCI ATI ON
AND ADJUST, COMPROM SE, SETTLE AND PAY COVERED CLAI M5 TO THE
EXTENT OF THE ASSOCI ATI ON' S OBLI GATI ON AND DENY ALL OTHER
CLAI M5, AND MAY REVI EW SETTLEMENTS, RELEASES AND JUDGMVENTS TO
WH CH THE | NSOLVENT | NSURER OR | TS | NSUREDS WERE PARTIES TO
DETERM NE THE EXTENT TO WHI CH SUCH SETTLEMENTS, RELEASES AND
JUDGMENTS MAY BE PROPERLY CONTESTED.

(5) TO G VE SUCH NOTI CE AS THE COMM SSI ONER MAY DI RECT UNDER
SECTI ON 1812(B) (1).

(6) TO HANDLE CLAI M5 THROUGH | TS EMPLOYES OR THROUGH ONE OR
MORE OF | TS MEMBER | NSURERS WHI CH AGREES TO DO SO OR THROUGH
OTHER PERSONS DESI GNATED W TH THE PRI OR APPROVAL OF THE
COWM SSI ONER AS SERVI CI NG FACI LI TI ES.

(7) TO REI MBURSE EACH SERVI CI NG FACI LI TY FOR OBLI GATI ONS OF
THE ASSOCI ATI ON PAI D BY THE FACI LI TY AND FOR EXPENSES | NCURRED
BY THE FACI LI TY WH LE HANDLI NG CLAI M5 ON BEHALF OF THE
ASSOCI ATI ON AND PAY SUCH OTHER EXPENSES OF THE ASSOCI ATI ON AS
ARE AUTHORI ZED BY THI S ARTI CLE.

(8) TO NOTI FY THE COVM SSI ONER OF ANY | NFORMATI ON | NDI CATI NG
ANY MEMBER | NSURER MAY BE | NSOLVENT OR | N SUCH CONDI TI ON THAT
| TS FURTHER TRANSACTI ON OF BUSI NESS W LL BE HAZARDOUS TO | TS
POLI CYHOLDERS, TO | TS CREDI TORS OR TO THE PUBLI C.

(9) WTH N NI NETY (90) DAYS OF THE CONCLUSI ON OF ANY | NSURER
| NSOLVENCY | N WHI CH THE ASSOCI ATI ON WAS OBLI GATED TO PAY COVERED
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CLAI M5, TO PREPARE A REPCRT ON THE HI STORY AND CAUSES OF SUCH
I NSCLVENCY BASED ON THE | NFORMVATI ON AVAI LABLE TO THE ASSQOCI ATl ON
AND SUBM T SUCH REPORT TO THE COWMM SSI ONER.
* x %
SECTION 45 16. (A) THE FOLLOW NG ACTS AND PARTS OF ACTS ARE <—
REPEALED:
ACT OF DECEMBER 10, 1970 (P.L.884, NO 279), REFERRED TO AS
THE MUTUAL | NSURANCE COVPANY CONVERSI ON LAW

© o0 N oo o A~ wWw N P

ACT OF MAY 13, 1992 (P.L.214, NO 33), KNOMWN AS THE MJTUAL

=Y
o

LI FE | NSURANCE COMPANY REORGANI ZATI ON ACT.

=
=

(B) ALL OTHER ACTS AND PARTS COF ACTS ARE REPEALED | NSOFAR AS

=
N

THEY ARE | NCONSI STENT WTH THI S ACT.

=
w

SECTI ON 6——FHS 17. THE AMENDMVENT OF SECTI ONS 1802 AND <—

H
o

1803(B) OF THE ACT SHALL APPLY ONLY TO | NSURERS THAT BECOVE

=Y
(63}

I NSCLVENT | NSURERS ON OR AFTER THE EFFECTI VE DATE OF THI S

=Y
(e}

SECTI ON.

=
\l

Section 89217 18. This act shall take effect in 60 days. <—
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