PRINTER S No. 1907

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1550 *%%”

I NTRODUCED BY YUDI CHAK, BLAUM BELARDI, BELFANTI, CASORI O, BOYD,
CALTAG RONE, CAWLEY, COSTA, CURRY, DALLY, FABRI ZI O FRANKEL,
FREEMAN, GEORGE, GERGELY, GOODVAN, JAMES, JOSEPHS, LEACH,
MANDERI NO, MANN, MJUNDY, O NEILL, PETRARCA, PETRONE, PI STELLA,
READSHAW ROBERTS, SHANER, SOLOBAY, STABACK, STURLA,
TANGRETTI, J. TAYLOR TI GUE, WALKO, WHEATLEY, WOINARGCSKI ,
YOUNGBLOOD, HARPER, WANSACZ AND GRUCELA, MNAY 9, 2005

REFERRED TO COWM TTEE ON | NSURANCE, MAY 9, 2005

AN ACT

1 Anending the act of April 9, 1929 (P.L.177, No.175), entitled

2 "An act providing for and reorgani zi ng the conduct of the

3 executive and adm nistrative work of the Commonweal th by the
4 Executive Departnment thereof and the adm nistrative

5 departnents, boards, conm ssions, and officers thereof,

6 i ncludi ng the boards of trustees of State Normal Schools, or
7 Teachers Col | eges; abolishing, creating, reorganizing or

8 aut hori zing the reorgani zation of certain admnistrative

9 departnments, boards, and conm ssions; defining the powers and
10 duties of the Governor and other executive and adm nistrative
11 of ficers, and of the several admnistrative departnents,

12 boards, comm ssions, and officers; fixing the salaries of the
13 Governor, Lieutenant Governor, and certain other executive

14 and adm nistrative officers; providing for the appointment of
15 certain admnistrative officers, and of all deputies and

16 ot her assistants and enpl oyes in certain departnents, boards,
17 and comm ssions; and prescribing the manner in which the

18 nunber and conpensation of the deputies and all other

19 assi stants and enpl oyes of certain departnents, boards and
20 commi ssions shall be determ ned,” establishing the Ofice of

21 Consuner Advocate for Insurance as an independent office

22 within the Ofice of Attorney General and prescribing its

23 powers and duties; and establishing the Consuner Advocate for
24 I nsurance Fund.

25 The General Assenbly of the Conmonweal th of Pennsyl vani a

26 hereby enacts as follows:



Section 1. The act of April 9, 1929 (P.L.177, No.175), known
as The Adm nistrative Code of 1929, is anmended by addi ng an
article to read:

ARTICLE I X-C

OFFI CE OF CONSUMER ADVOCATE FOR | NSURANCE

Secti on 901-C. Definitions.--As used in this article:

"Consuner" neans any person who is a naned i nsured, insured

or beneficiary of a policy of insurance or any other person who

may be affected in any way by the | nsurance Departnent's

exercise of or the failure to exercise its authority.

"Departnent” means the | nsurance Departnent of the

Commpnweal th and i ncl udes the | nsurance Conmi SSi oner.

"Fund" neans the Consuner Advocate for |nsurance Fund

est abl i shed pursuant to section 906-C.

"I nsurer" nmeans any "conpany, "associ ati on" or "exchange" as

such terns are defined in section 101 of the act of May 17, 1921

(P.L.682, No.284), known as "The | nsurance Conpany Law of 1921"

or any entity subject to 40 Pa.C.S. Ch. 61 (relating to hospital

pl an corporations) or 63 (relating to professional health

services plan corporations) or Article XXIV of "The | nsurance

Conpany Law of 1921" or the act of Decenber 29, 1972 (P.L. 1701,

No. 364), known as the "Heal th Mii ntenance Organi zati on Act."

Section 902-C. Ofice of Consuner Advocate for | nsurance.--

(a) There is hereby establi shed as an i ndependent office within

the Ofice of Attorney CGeneral an Ofice of Consuner Advocate

for I nsurance appointed by the Attorney General to represent the

i nterest of consuners before the departnent.

(b)Y The Ofice of Consuner Advocate for | nsurance shall be

headed by the Consuner Advocate for | nsurance appoi nted by the

Attorney General who by reason of training, experience and
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attainnent is qualified to represent the interest of consuners.

Conpensati on shall be set by the Executive Board.

(c) No individual who serves as a Consuner Advocate for

I nsurance shall, while serving in the position, engage in any

busi ness, vocation or other enpl oynment, or have other interests,

i nconsi stent with the official responsibilities, nor shall the

i ndi vi dual seek or accept enpl oynent nor render benefici al

services for conpensation with any insurer subject to the

authority of the office during the tenure of the appoi nt nent and

for a period of two years imedi ately after the appointnent is

served or termn nated.

(d) Any individual who is appointed to the position of

Consuner Advocate for | nsurance shall not seek el ecti on nor

accept appointnment to any political office during the tenure as

Consuner Advocate for | nsurance and for a period of two years

after the appointnent is served or termn nated.

Secti on 903-C. Assistant Consunmer Advocates for | nsurance;

Enpl oyes. --The Consuner Advocate for |nsurance shall appoi nt

attorneys as assi stant consuner advocates for insurance and

addi tional clerical, technical and professional staff as may be

appropriate, and nay contract for additional services as shal

be necessary for the performance of the duties inposed by this

article. The conpensati on of assistant consuner advocates for

i nsurance and clerical, technical and professional staff shal

be set by the Executive Board. No assi stant consuner advocate

for insurance or other staff enploye shall, while serving in the

positi on, engage in any busi ness, vocati on or other enpl oynent,

or have other interests, inconsistent with official

responsi bilities.

Secti on 904-C. Powers and Duties of the Consuner Advocate
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for Insurance.--(a) |In addition to any other authority

conferred by this article, the Consuner Advocate for |nsurance

is authorized to and shall, in carrying out the responsibilities

under this article, represent the interest of consuners as a

party, or otherw se participate for the purpose of representing

an interest of consuners, before the departnent in any natter

properly before the departnent, and before any court or agency,

initiating proceedings if, in the judgnent of the Consuner

Advocate for | nsurance, the representati on nay be necessary, in

connection with any nmatter involving requl ation by the

departnent or the correspondi ng requl atory agency of the Federal

Gover nnent, whether on appeal or otherw se initiated.

(b)Y The Consuner Advocate for |nsurance nay exercise

discretion in determining the interests of consuners which wll

be advocated in any particul ar proceedi ng and in determn ni ng

whet her to participate in or initiate any parti cul ar proceedi ng

and, in so deternmining, shall consider the public interest, the

resources avail able and the substantiality of the effect of the

proceedi ng on the interest of consunmers. The Consuner Advocate

for Insurance may refrain frominterveni ng when, in the judgnent

of the Consunmer Advocate for |Insurance, intervention i s not

necessary to represent adequately the interest of consuners.

(c) In addition to any other authority conferred by this

article, the Consuner Advocate for |nsurance is authorized to

represent an interest of consuners which is presented for

consi deration, upon petition in witing, by a substanti al nunber

of persons who are consuners of an insurer subject to requl ation

by the departnent. The Consuner Advocate for |nsurance shal

notify the principal sponsors of the petition within a

reasonable tine after recei pt of the petition of the action
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taken or intended to be taken with respect to the i nterest of

consuners presented in that petition. |If the Consuner Advocate

for Insurance declines or is unable to represent the interest,

witten notification and the reasons for the action shall be

gi ven to the sponsors.

(d) Any action brought by the Consuner Advocate for

| nsur ance before a court or an agency of this Conmbnweal th shal

be brought in the nane of the Consuner Advocate for | nsurance:

Provi ded, That the Consuner Advocate for |nsurance nay name a

consuner or group of consuners in whose nane the acti on may be

brought or may join with a consuner or group of consuners in

bri ngi ng the acti on.

(e) At atinme as the Consuner Advocate for |nsurance

deternines, in accordance with applicable tine limtations, to

initiate, intervene or otherw se participate in any departnent,

agency or court proceedi ng, the Consuner Advocate for |nsurance

shall issue publicly a witten statenent, a copy of whi ch shal

be filed in the proceeding in addition to any required entry of

appearance, stating concisely the specific interest of consuners

to be protected.

(f) The Consuner Advocate for |Insurance shall be served with

copies of all filings, correspondence or other docunents fil ed

by insurers with the departnent unl ess the Consuner Advocate for

I nsurance inforns the insurer that specific types of cl asses of

docunents need not be so served. The departnent shall not accept

a docunent as tinely filed if the docunent is also required to

be served on the Consuner Advocate for | nsurance and the insurer

has not indicated that service has or is being nmade on the

Consuner Advocate for | nsurance. |Insurers shall provide any

ot her nonprivileged i nformati on or data requested by the
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Consuner Advocate for |Insurance to the extent that the reqguest

is reasonably related to the performance of the duties of the

Consuner Advocate for |nsurance under this article.

Secti on 905-C. Duties of the Departnent.--1n dealing with

any proposed acti on which may substantially affect the interest

of consuners, including, but not limted to, a proposed change

of rates and the adoption of rules, requl ati ons, quidelines,

orders, standards or final policy decisions, the departnent

(1) Notify the Consuner Advocate for |nsurance and provide,

free of charge, copies of all rel ated documents when notice of

the proposed action is given to the public or at a tine fixed by

agr eenent between the Consuner Advocate for | nsurance and the

departnent in a nmanner to assure the Consuner Advocate for

| nsur ance reasonabl e noti ce and adequate tine to determ ne

whether to intervene in the natter.

(2) Consistent with its other statutory responsibilities,

take action with due consideration to the interest of consuners.

Secti on 906-C. Consuner Advocate for |nsurance Fund.--(a)

There is hereby established a separate account in the State

Treasury to be known as the Consuner Advocate for |nsurance

Fund. This fund shall be adm nistered by the State Treasurer.

(b) Al npbneys deposited into the fund shall be held in

trust and shall not be consi dered general revenue of the

Commpnweal th but shall be used only to effectuate the purposes

of this article. The fund shall be subject to audit by the

Audi t or General .

(c) Prior to the first day of April followi ng the effective

date of this article and prior to the first day of April of each

vear thereafter so long as this article shall remnin in effect,
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each insurer who wites coverages for fire and casualty,

acci dent and health, credit acci dent and heal th under

l'i fe/ annuity/accident, health and life including annuities in

this Commonwealth, as a condition of its authorization to

transact business in this Commonweal th, shall pay into the fund

in trust an anount equal to the product obtai ned by nultiplying

five mllion dollars ($5,000,000) by a fraction, the nunerator

of which is the direct premumcoll ected for all coverages by

that insurer in this Commonweal th during the precedi ng cal endar

vear and the denonmi nator of which is the direct premumwitten

on such coverages in this Commonwealth by all insurers in the

sane period. Any insurer who fails to pay the required

assessnent under this section shall be prohibited fromwiting

any insurance within this Commopnweal t h.

(d) In succeeding years the General Assenbly may vary the

base anount of five mllion dollars ($5, 000, 000) based upon the

actual fundi ng experi ence and requi renents of the Ofice of

Consuner Advocate for |nsurance.

(e) Assessnents made under this section shall not be

consi dered burdens and prohi biti ons under section 212 of the act

of May 17, 1921 (P.L.789, No.285), known as "The | nsurance

Department Act of 1921."

(f) In the event that the trust fund is dissolved or the

Ofice of Consuner Advocate for Insurance is term nated by

operation of |law, any bal ance remaining in the fund, after

deducti ng adm ni strative costs for |liquidation, shall be

returned to insurers in proportion to their financial

contributions to the fund in the precedi ng cal endar year.

Secti on 907-C. Reports. --The Consuner Advocate for |nsurance

shall annually transmt to the Governor and to the General
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1 Assenbly, and shall make available to the public, an annual

2 report on the conduct of the Ofice of Consuner Advocate for

3 Insurance. The Consuner Advocate for | nsurance shall nake

4 recommendations as may, fromtine to tine, be necessary or

5 desirable to protect the interest of consuners.

6 Section 908-C. Savings Provision; Construction.--(a)

7 Nothing contained in this article shall in any way linmt the

8 right of any consuner to bring a proceeding before either the

9 departnent or a court.
10 (b) Nothing contained in this article shall be construed to
11 inpair the statutory authority or responsibility of the
12 departnent to regulate insurers in the public interest.
13 Section 2. This act shall take effect as follows:
14 (1) The addition of section 906-C of the act shall take
15 effect in 90 days.
16 (2) This section shall take effect imediately.
17 (3) The renmainder of this act shall take effect July 1,
18 2005, or imredi ately, whichever is |later.
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