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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1424 %55

| NTRODUCED BY HOLL, ORIE, M WH TE, MOWERY, JUBELI RER AND
THOWPSON, APRIL 29, 2002
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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 I 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 requisites
for foreign conpanies to do business; deleting provisions
relating to admtted assets; further providing for standard

nonforfeiture | aw for individual deferred annuities—fer <—

reconstruetion and for title insurance agents; further
defining "wet marine and transportation insurance"; and
further providing for placenment of surplus |ines insurance,
for requirenments for eligible surplus lines insurers, for
surplus lines licensee's duty to notify insured, for

decl arations, for licensing of surplus lines |icensee, for
records of surplus lines |licensee, for suspension, revocation
or nonrenewal of surplus lines licensee's |Iicense and for
service of process in actions against surplus lines insurer.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 301(d) of the act of May 17, 1921
(P.L.682, No.284), known as The I nsurance Conpany Law of 1921,
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is amended to read:

Section 301. Requisites for Foreign Conpanies To Do
Busi ness. --No stock or mnutual insurance conpany or association
of any other State or foreign governnent shall be admitted and
authorized to do business until:

* x *

[(d) It shall file in the office of the Auditor General a
statement showi ng: (1) The name of the conpany or association;
(I'l) the date of incorporation or organization; (I11) the act of
Assenbly or authority under which incorporated or organi zed;
(I'V) the place of business; (V) the post office address and
nanmes of the president, secretary, and treasurer; (VI) the
anount of capital authorized by its charter; and (VII) the
anount of capital paid into the treasury of the conpany.

Any conpany or association which shall neglect or refuse to
file such statenent shall be subject to a penalty of five
hundred dol I ars ($500.00), which penalty shall be collected, on
an account settled by the Auditor General and State Treasurer,
in the sane manner as taxes on stock are settled and coll ected.]

* x *

Section 2. Section 320.1 of the act is repeal ed.

Section 3. Section 410C of the act is amended by addi ng a
subsection to read:

Section 410C. Standard Nonforfeiture Law for Individual
Deferred Annuities.--* * *

(M _ Notw t hstandi ng any—ether—provisienofthis seetion THE
PROVI SIONS OF SUBSECTION (D), for any contract issued on or

after July 1, 2002, and before January 1, 2005, the interest

rate at which mni mum nonforfeiture anounts, partial w thdrawal s

and partial surrenders shall be accunul ated shall be one and
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Section 5 4. Section 724(b) of the act, amended Decenber 21, <—
1995 (P.L.714, No.79), is anended to read:
Section 724. Agents; Defined.--* * *
[(b) No bank, trust conpany, bank and trust conpany or other
I 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 Commonweal t h. } <—
Section 6 5. The definition of "wet marine and <—
transportation insurance" in section 1602 of the act, added
Decenber 18, 1992 (P.L.1519, No.178), is anended to read:
Section 1602. Definitions.--As used in this article the
foll owi ng words and phrases shall have the neanings given to
themin this section:
* %k
"Wet marine and transportation insurance.” Any of the
fol | ow ng:
(1) Insurance upon vessels, crafts or hulls and of interests
therein or with relation thereto.
(2) Insurance of marine builder's risks, marine war risks
and contracts of marine protection and indemity insurance.
(3) Insurance of freights and di sbursenents pertaining to a
subj ect of insurance conmng within this definition.
(4) Insurance of personal property and interest therein, in
the course of exportation fromor inportation into any country,
or in the course of transportation coastw se or on inland

wat ers, including transportation by |land, water or air from
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point of origin to final destination, in connection with any and
all risks or perils of navigation, transit or transportation,
and while being prepared for and while awaiting shipnent, and
during any del ays, transshi pment or reshipnent [incident

thereto]. Insurance of personal property and interests therein

shall not be considered wet nmarine and transportati on i nsurance

i f:

(i) the property has been transported solely by

land;

(ii) the property has reached its final destination

as specified in the bill of |ading or other shipping

docunent; or

(iii) the insured no | onger has an insurable

interest in the property.

Section # 6. Section 1604 of the act, added Decenber 18,
1992 (P.L.1519, No.178), is anended to read:

Section 1604. Placenment of Surplus Lines Insurance.--

I nsurance nmay be procured through a surplus lines |icensee from
nonadm tted insurers if the follow ng requirenents are net:

(1) Each insurer is an eligible surplus lines insurer.

(2) The placenent satisfies the criteria set forth in at
| east one of the follow ng subparagraphs:

(i) The full amount or kind of insurance cannot be obtained
fromadmtted insurers. Such full anount or kind of insurance or
any portion thereof may be procured fromeligible surplus |ines
insurers, provided that a diligent search is nmade anong the
admtted insurers who are witing, in this Conmonwealth,
coverage conparable to the coverage bei ng sought.

(i1i) The full anpbunt or kind of insurance cannot be obtai ned

fromany admtted i nsurers because [no such insurers are
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writing] coverage conparable to the coverage bei ng sought

generally is not available in the authori zed market.

(ii1) The kind of insurance sought to be obtained from
admtted insurers requires a unique form of coverage not

available in the adm tted market.

(3) [The] With respect to personal lines policies or

contract forns, the policy or contract formused by the insurer

does not differ materially frompolicies or contracts
customarily used by admtted insurers for the kind of insurance

i nvol ved. [Coverage] Personal lines coverage may be placed in an

eligible surplus lines insurer using a unique formor policy
designed for the kind of insurance only if a copy of such form
is first filed with the departnment by the surplus lines |icensee

desiring to use it [simultaneously with the affidavit required

by section 1609]. The formshall be deened approved by the

commi ssi oner unless within ten (10) days after recei pt of the

sane, the conmi ssioner shall find that the use of such formwl|

be contrary to | aw or public policy.

(4) Al other requirenments of this article are net.

Section 8 7. Section 1605 of the act, anended or added
Decenber 18, 1992 (P.L.1519, No.178) and February 17, 1994
(P.L.92, No.9), is anended to read:

Section 1605. Requirenments for Eligible Surplus Lines
Insurers.--(a) No surplus lines |icensee shall place any
coverage with a nonadm tted insurer unless, at the tine of
pl acenent, such nonadmitted insurer

(1) |Is of good repute and financial integrity.

(2) Qualifies under any of the foll ow ng subparagraphs:

(1) Has policyhol der surplus equal to or greater than two

times the mininmum capital and surplus required to be fully
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licensed in this Cormonwealth. Two (2) years fromthe effective
date of this article is granted to allow those nonadm tted
insurers which are eligible surplus lines insurers on the
effective date of this article to achieve this capital and
surplus requirenent. If an alien insurer, as defined by the act
of Decenber 10, 1974 (P.L.804, No.266), referred to as the Alien
I nsurer Donestication Law, it shall maintain in the United
States an irrevocable trust fund in either a national bank or a
menber of the Federal Reserve System in an anmount not |ess than
that currently required by the National Association of |Insurance
Commi ssioners' [Nonadmtted Insurers Information Ofice]

International I nsurers Departnent or its successor for the

protection of all of its policyholders in the United States, and
such trust fund consists of cash, securities, letters of credit
or investments of substantially the sane character and quality
as those which are eligible investnents for admtted insurers
authorized to wite |like kinds of insurance in this
Commonweal th. Such trust fund will be in addition to the capital
and surplus required in this subparagraph and shall have an
expiration date which at no tinme shall be less than five (5)
years.

(ii) Is any Lloyd's or other simlar group of insurers which
i ncl udes uni ncorporated individual insurers that maintains a
trust fund of not less than fifty mllion ($50,000,000) dollars
as security to the full anobunt thereof for all policyhol ders and
creditors in the United States of each nenber of the group. Such
trust funds shall |ikewi se conply with the terms and conditions
established in subparagraph (i) for alien insurers.

(ti1) Is an insurance exchange created by the | aws of

i ndi vi dual states that maintains capital and surplus or the

2002051424B2073 - 7 -
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substanti al equival ent thereof of not less than fifteen mllion
($15, 000, 000) dollars in the aggregate. For insurance exchanges
whi ch maintain funds for the protection of all insurance
exchange policyhol ders, each individual syndicate shall naintain
m ni mum capi tal and surplus or the substantial equival ent

t hereof of not less than one mllion five hundred thousand

(%1, 500,000) dollars. In the event the insurance exchange does
not mai ntain funds for the protection of all insurance exchange
pol i cyhol ders, each individual syndicate shall neet the m ni num
capi tal and surplus requirenents of subparagraph (i).

(3) Has provided to the departnent a copy of its current
annual financial statement certified by such insurer, such
statenment to be provided no nore than thirty (30) days after the
date required for filing an annual financial statenment inits
domciliary jurisdiction and which is either:

(i) certified by the regulatory authority in the domcile of
the insurer; or

(i1i) certified by an accounting or auditing firmlicensed in
the jurisdiction of the insurer's domcile.

In the case of an insurance exchange, the statenment may be an
aggregate statenment of all underwiting syndicates operating
during the period reported.

(b) In addition to neeting the requirenments in subsection
(a), a nonadmtted insurer shall be an eligible surplus |ines
insurer if it appears on the nost recent list of eligible
surplus lines insurers published by the departnment fromtine to
time but at |east sem annually. Nothing in this section shal
require the departnent to place or nmaintain the nanme of any
nonadm tted insurer on the list of eligible surplus lines

i nsurers.
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Section 9 8. Sections 1608, 1609, 1615, 1619, 1623 and 1624
of the act, added Decenber 18, 1992 (P.L.1519, No.178), are
amended to read:

Section 1608. Surplus Lines Licensee's Duty to Notify
Insured.--At the time of presenting a quotation to the insured,
the surplus lines licensee shall present to the insured or to
t he produci ng broker witten notice that the insurance or a
portion thereof involves placenent with nonadmtted insurers.
The licensee shall, either directly or through the producing
broker, give notice to the insured that:

(1) the insurer with which the licensee places the insurance
is not |icensed by the Pennsyl vania Insurance Departnment and is
subject to its limted regul ation; and

(2) in the event of the insolvency of an eligible surplus
lines insurer, losses will not be paid by the Pennsylvani a

Property and Casualty I nsurance Guaranty Associ ation.

Section 1609. Declarations.--(a) |In the case of each
pl acenent of insurance in accordance with this article:

(1) Wthin thirty (30) days after the surplus lines |icensee
has pl aced insurance with an eligible surplus lines insurer, the
produci ng broker must execute and forward to the surplus |ines
licensee a witten statenment, in a formprescribed by the
departnent, declaring that:

(1) Adiligent effort to procure the desired coverage from
admtted insurers was made.

(i1i) The insured was expressly advised in witing prior to
pl acenent of the insurance that:

(A) the insurer with whomthe insurance is to be placed is
not admitted to transact business in this Comonwealth and is

subject to limted regulation by the departnent; and

2002051424B2073 - 9 -
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(B) in the event of the insolvency of the insurer, |osses

will not be paid by the Pennsylvania Property and Casualty

| nsurance Guaranty Associ ati on.
This witten declaration shall be open to public inspection.

(2) Wthin forty-five (45) days after insurance has been
placed in an eligible surplus lines insurer, the surplus |ines
licensee shall file with the departnment a witten declaration of
his | ack of know edge of how t he coverage coul d have been
procured fromadmtted insurers. The surplus lines |icensee
shall sinultaneously file the witten declaration of the
produci ng broker, as set forth in paragraph (1).

(3) In a particular transaction where the produci ng broker
and surplus lines licensee are one in the sanme entity, he shal
execut e both decl arati ons.

(b) Subsection (a) shall not apply to any insurance which
has been placed continuously with an eligible surplus lines
insurer for a period of at |east three (3) consecutive years
i mredi ately preceding the current placenent. However, within
forty-five (45) days after insurance has been placed with an
eligible surplus lines insurer, the surplus lines |icensee shal
file with the departnment his witten declaration on a form
prescri bed by the departnent.

Section 1615. Licensing of Surplus Lines Licensee.--(a) No
agent or broker |icensed by the departnent shall transact
surplus lines insurance with any nonadmtted insurer unless such
agent or broker possesses a valid surplus lines agent's |icense
i ssued by the departnent.

(b) The departnent shall issue a surplus lines agent's

license to any resident or nonresident of this Conmonweal th who

is a qualified holder of a current property and casualty

2002051424B2073 - 10 -
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broker's |icense, but only when the broker has conplied with the
fol | ow ng:

(1) Remitted the license fee to the departnent.

(2) Submtted a properly conpleted |icense application on a
form supplied by the departnent.

(3) Passed a qualifying exam nation approved by the
departnment, except that all holders of a license prior to the
effective date of this article shall be deened to have passed
such an exam nati on.

[(4) Filed with the departnent and mai ntai ned concurrent
with the termof the license, in force and uninpaired, a bond in
favor of the Commonweal th of Pennsylvania in the penal sum of at
| east fifty thousand ($50,000) dollars, aggregate liability,
with corporate sureties approved by the departnent. The bond
shall be conditioned that the surplus Iines licensee wll
conduct business in accordance with the provisions of this
article and will pronmptly remt the taxes as provided by |law. No
bond shall be term nated except for nonpaynent of prem uns.

Term nation notice shall be given to the surplus Iines |licensee
and to the departnment at least thirty (30) days prior to the
term nation date.]

(c) Corporations and partnerships shall be eligible to be

resident or nonresident surplus lines |icensees, upon the

foll ow ng conditions:

(1) The corporation or partnership licensee shall |ist al
enpl oyes, including at | east one active officer or partner, who
have satisfied the requirenments of this article to becone
surplus lines |icensees.

(2) Only those enployes [resident in this Comonweal t h]

hol ding a certificate of eligibility may transact surplus |ines

2002051424B2073 - 11 -
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i nsur ance.

(d) Each surplus lines license shall expire on the |ast day
of February of each year and shall be renewed before March 1 of
each year upon paynent of the annual fee, in conpliance with
ot her provisions of this section. Any surplus lines |icensee who
fails to apply for renewal of a |icense before expiration of the
current license shall pay a penalty of two tines the |icense fee
and be subject to other penalties as provided by | aw before his
l'icense will be renewed.

Section 1619. Records of Surplus Lines Licensee.--(a) Each
surplus lines licensee shall keep in its office [in this
Commonweal th] a full and true record of each surplus |ines
i nsurance contract placed by or through it, including a copy of
the policy, certificate, cover note or other evidence of
i nsurance, showi ng such of the following itens as may be
appl i cabl e:

(1) Amount of the insurance and perils insured.

(2) Brief description of the risk insured and its |ocation.

(3) G oss prem um charged.

(4) Any return prem um pai d.

(5) Rate of prem um charged for each risk insured.

(6) Effective date and terns of the contract.

(7) Nane and address of the insured.

(8) Nane and address of the eligible surplus lines insurer
and any nonadmitted insured invol ved pursuant to section 1606.

(9) Amount of tax and other suns to be collected fromthe
i nsur ed.

(10) ldentity of the producing broker, any confirmng
correspondence fromthe insurer or its representative and the

appl i cation.
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(11) A copy of the witten notice required by section 1408.
(b) The record of each contract shall be kept open at al
reasonable tinmes to exam nation by the departnent w thout notice

for a period of not less than five (5) years follow ng

1

2

3

4

5 termnation of the contract.
6 Section 1623. Suspension, Revocation or Nonrenewal of

7 Surplus Lines Licensee's License.--The departnment may suspend,

8 revoke or refuse to renew the license of a surplus |ines

9 |licensee after notice and a hearing, as provided under the

10 applicable provision of the |aws of this Comobnweal th, upon any
11 one or nore of the follow ng grounds:

12 [(1) Renoval of the resident surplus lines licensee's office
13 fromthis Commonwealth.

14 (2) Renoval of the resident surplus lines licensee's

15 accounts and records fromthis Conmonweal th during the period

16 during which such accounts and records are required to be

17 maintai ned under section 1619.]

18 (3) dosing of the surplus lines licensee's office for a

19 period of nore than thirty (30) business days, unless perm ssion
20 is granted by the departnent.
21 (4) Failure to nmake and file required reports.
22 (5) Failure to transmt required tax on surplus |ines
23 prem umns.
24 [(6) Failure to maintain required bonds.]
25 (7) Failure to remt premuns due insurers or return
26 prem uns due insureds in the normal course of business and
27 wthin reasonable tine limts.
28 (8) Violation of any provision of this article.
29 (9) For any other cause for which an insurance agent's or
30 broker's license could be denied, revoked or suspended or
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Section 1624. Service of Process in Actions Against Surplus
Lines Insurer.--(a) An eligible surplus Iines insurer may be
sued upon any cause of action arising in this Comonweal t h under
any surplus |lines insurance contract made by it or evidence of
i nsurance issued or delivered by the surplus lines |icensee.
Service of process shall be made pursuant to the procedures
provi ded by 42 Pa.C. S. Ch. 53 Subch. B (relating to interstate

and international procedure). Any such [policy] surplus |ines

i nsurance contract or evidence of insurance delivered by the

surplus lines licensee shall contain a provision stating the
substance of this section and designating the person to whom
process shall be mail ed.
(b) Each nonadmitted insurer accepting surplus |ines
i nsurance shall be deened thereby to have subjected itself to
accepting service of process under 42 Pa.C. S. Ch. 53 Subch. B
(c) The service of process procedures provided in this
section are in addition to any other nethods provided by |aw for
service of process upon insurers.

Section 46 9. This act shall take effect in 60 days.
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