PRI OR PRINTER S NO. 35 PRINTER S NO. 213

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 30 >Toar”

I NTRODUCED BY HOLL, JANUARY 15, 1987

SENATOR HOLL, BANKI NG AND | NSURANCE, AS AMENDED
JANUARY 28, 1987

OCO~NOUITARWNE

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," establishing the Pennsyl vani a
Liability Underwriting Services Plan; and providing for
financi al disclosure.

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

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

ARTI CLE X-A

PENNSYLVANIA LI ABILITY UNDERWRI TI NG SERVI CES PLAN.

Secti on 1001- A Definitions.--The foll owi ng words and

phrases when used in this article shall have the neani ngs gi ven
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to themin this section unless the context clearly indicates

ot herwi se:

(1) "Board," neans the board of directors of the Pl an.

(2) "Commercial liability i nsurance," neans the insurance

coverage against the legal liability of the i nsured agai nst

| oss, danmge or expense incident to a claimarising out of the

death or injury of any person or property damage as the result

of or incident to the | awful conduct of a business enterprise or

publ i ¢ purpose.

(3) "Conmissioner," neans the | nsurance Conm ssi oner of the

Commpnweal t h.

(4) "Departnent," neans the | nsurance Departnent of the

Commpnweal t h.

(5) "Plan," neans the Pennsylvania Liability Underwiting

Servi ces Pl an.

Section 1002-A. Creation of Plan.--The conm ssioner shall be

aut hori zed to establish, fromtine to tine, as may be necessary,

the Pennsylvania Liability Underwiting Services Plan as a | egal

entity to operate during periods of tine designated by the

commi ssioner with all the rights which are reasonabl e and

necessary to fulfill its purpose, including, but not linted to,

the foll ow ng:

(1) To own property.

(2) To enter into contracts.

(3) To sue and be sued, provided that no judgnent agai nst

the Pl an shall create any liability in the individual nenbers.

Secti on 1003- A Pur pose. --The purpose of the Plan is to

assist in the placenent of commercial liability insurance for

eliqgi bl e Pennsyl vania commercial risks and public entities that

have tried and failed to find such cover age.
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Secti on 1004- A. Menber shi p. --Every commercial liability

insurer admtted to do business in this Commpnweal th shall, as a

condition of its authority to wite such kinds of insurance

within this Conmmonweal th, be a nenber of the Plan and have the

ri ghts and obligati ons as herei nafter descri bed. The

commi ssi oner may require thatthe surplustinesmarket ELI G BLE <—
SURPLUS LI NES | NSURERS OR THEI R AGENTS TO participate in the

Secti on 1005- A Parti ci pati on. --Each nenber of the Pl an

shall participate in funding the adninistrati ve costs of the

plan, to the extent that application fees do not defray those

costs, and in the review of applications for insurance. Each

menber's share of participation obligations shall be equitable

and set forth in the plan of operati on. However, nenbers of the

Pl an shall not be required to review application of eligible

commercial risks or public entities where the nmenber has not

underwritten such coverage for two consecutive years precedi ng

the effective date of this section.

Secti on 1006- A. Board of Directors.--The Plan shall be

governed by nine directors and the | nsurance Conm ssi oner, who

shall serve as a non-voting ex officio chairman. The ni ne

directors shall be appointed to the board as voti ng nenbers by

t he conm ssioner, each to serve a termof two years. Five

menbers shall be representati ves of insurance conpani es, two

menbers shall be |licensed i nsurance agents or brokers and two

menbers shall be consuners of commercial insurance. Menbers

shall serve as representatives of their enployers, who nay have

the right to substitute individuals with the prior approval of

t he conm Ssi oner.

Secti on 1007-A. Voting R ghts.--Wenever so desi gnated by
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the board pursuant to its plan of operation, each connerci al

liability insurer shall be allotted votes in proportion to its

share of the Statewide total witten prem um during the prior

vear relating to general liability coverage, plus the liability

portion, as determ ned by the comm ssioner, of comercial nulti-

peril coverage.

Section 1008-A. Organization.--(a) Wthin sixty (60) days

foll owing the i ssuance of an order by the comm ssi oner to

establish a plan the board shall subnmt to the conm ssi oner, for

his review, a proposed plan of operation of the Plan, consi stent

with the provisions of this act, which shall provide for the

formati on of the Plan and the econonical and efficient

admi ni stration of the Plan, including, but not linmted to,

managenent of the Plan, prelimnary assessnent of all nmenbers

for initial expenses necessary to conmence operations,

establ i shnent of necessary facilities within this Conmbnweal t h,

assessnent of nmenbers to defray continui ng expenses, lints of

liability, eligibility requirenents, procedures for securing

tinely referrals and quotes on i nsurance applicati ons and

gover nance of the Pl an.

(b)Y The plan of operation shall be subject to approval by

t he conm ssi oner and shall take effect ten (10) days after

havi ng been approved by him |If the conm ssi oner di sapproves the

pr oposed pl an of operation, the comm ssi oner shall specify his

obj ecti ons and how the pl an of operati on may be nade accept abl e.

Foll owi ng the recei pt of objections fromthe conni ssioner, the

Pl an shall, within fifteen (15) days, subnit for review an

appropriately revised plan of operation, and, if the Plan fails

to do so or if the revised Plan so filed is unacceptable, the

commi ssi oner shall pronul gate a pl an of operati on.
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(c) The Plan may, by its own initiative, subject to prior

approval by the conmmi ssi oner, anend the plan of operati on.

Section 1009-A. Application Fees.--Subject to approval by

the conm ssioner, the Plan shall require applications to be

acconpani ed by reasonabl e applicati on fees, which may vary for

different classes of applicants. Initially, application fees

shoul d not exceed one hundred dollars ($100) nor be | ess than

ten dollars ($10) for any class of insured and shall be revi ewed

annual ly by the conmi ssioner. The application fee i s non-

refundable if the applicant is determ ned to be eligible for

coverage, regardl ess of whether coverage is found for the

appli cant through the Pl an.

Section 1010-A. Eligibility.--All applications for

commercial liability coverage may be eligible for consideration

by the Plan if they are acconpani ed by the application fee

appropriate to that class of risk, three refusals of coverage

fromadmtted Pennsyl vania conmercial lines witers and one

refusal of coverage froma |licensed surplus |lines agent, and a

conpl eted questi onnaire as shall be supplied to the appli cant by

the Pl an and approved by the conm ssi oner, except for

applications relating to:

(1) |Insurance on notor vehicles.

(2) Insurance for pollution or environnental inpairnent.

(3) Insurance for workers' conpensati on and enpl oyers'

(4) |Insurance for nedical nal practi ce professional

(5) Insurance on activities conducted substantially outside

this Commonweal th unl ess the i nsurance i s required by

Pennsyl vani a or Federal statute.
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(6) Oher risks as may be excluded by the Pl an and approved

by the conmni ssi oner.

Section 1011-A. I muni ty.--There shall be no liability or

cause of action agai nst any nenber of the Plan or its agents or

enpl oyes, the Plan or its agents or enpl oyes, nenbers of the

board of directors or the departnent or its representatives for

any action taken by or statenent nade by themin the perfornmance

of their powers and duties under this article.

Section 1012-A. Funds.--All fees, assessnents and ot her

noneys received by the Plan shall be deposited into a restricted

revenue account within the General Fund and are hereby

appropriated to the board for the purposes set forth in this

article.

ARTICLE X-B

FI NANCI AL DI SCLOSURE.

Secti on 1001- B. Reporti ng of Loss and Expense Experi ence. - -

Insurers licensed and adnitted to wite property or casualty

i nsurance in this Commonweal th are required to record and report

annually to the | nsurance Conm ssioner | oss and expense

experi ence data necessary to review insurance rates. The

commi ssi oner may desi gnate one or nore rate service

organi zations to gather and conpil e such data. The conmi ssi oner

shal|l prescribe the form and nethod by which all data shall be

furni shed to the | nsurance Departnent or its desi gnee.

Secti on 1002- B. Insurers with Duty to Report.--(a) Insurers

reporting annually to the conm ssioner shall be those identified

in the | atest annual report of the |Insurance Conmn SSioner, as

provi ded by section 219 of the act of NMay 17, 1921 (P.L. 789,

No. 285), known as "The | nsurance Departnent Act of one thousand

ni ne hundred and twenty-one," and have underwitten at | east one
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per centum (1% of the total Pennsyl vania preni um vol ume for the

followi ng |lines of insurance:

(1) Private passenger auto liability, including first party

(2) Commercial auto liability, including first party

(3) Medical malpractice liability.

(4) Worknen's conpensati on.

(5 Oher liability.

(b)Y Information reported by insurers shall consist of

VOLUNTARY busi ness, witten on a direct basis, for all classes <—

conbi ned, and based on total limts information for each |line of

i nsurance set forth in subsection (a).

Section 1003-B. Data Conparisons.--(a) Fhe—conm-ssioner <—

shall have the autherity to require insurers to report—ona THE <—
FOLLON NG DATA SHALL BE REPORTED BY | NSURERS ON A countrywi de

basis for each |ine of insurance: —thefeollowng data— <—
(1) Witten prem um and—wmittenexposureunits. <—
(2) Earned prem um and—earnedexposureunits. <—

(3) Earned prem um at current | evel.

(4) Paid | osses.

(5) CQutstanding reported case reserves.

(6) Increnent for | oss devel opnent.

(7) Paid allocated | oss adj ust nent expenses.

(8) Reported case reserves for allocated | oss adjust nent

expenses where—separately reservedand identified. <—

(9) Increnent for allocated | oss adjustnent expense

devel opnent .

(10) Increnent for trend, including annual percentage

change, basis for the annual percentage change and | ength of
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(b) The follow ng data shall be reported by insurers on a

1
2
3 Statewide basis for each line of insurance:

4 (1) Witten prem um and—witten—exposure—units.
5 (2) Earned premnm um and—earhed—exposure—units.
6

7

8

9

(3) Earned prem um at current |evel.

(4) Paid | osses.

(5) CQutstanding reported case reserves.

(6) Increnent for | oss devel opnent.

10 (7) Paid allocated | oss adj ust nent expenses.

11 (8) Reported case reserves for allocated | oss adjust nent

13 (9) Increnent for allocated | oss adjustnent expense

14 devel opnent.

15 (10) Increnent for trend, including annual percentage

16 change, basis for the annual percentage change and | ength of

18 (11) Dollars of Pennsyl vani a conm sSsi on and acqui Sition

20 (12) Dollars of Pennsylvania taxes, |licenses and fees.

21 (13) Dollars of general expenses allocated by line to

22 Pennsyl vani a.

23 (14) Dollars of unallocated | oss adjustnent expenses by |line

24 to Pennsyl vani a.

25 (15) Dollars of investnent i ncone on assets equivalent to

26 Pennsyl vani a unearned prem uns and | oss reserves and the rate of

27 return on invested funds.
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SECTI ON 1004-B. _FILING DATES. --THE I NI TI AL REPORT BY <—

I NSURERS ON THE | TEMS | DENTIFI ED I N SECTI ON 1002-B(A) (1), (2)

AND (4) SHALL CONSI ST COF CALENDAR ACCI DENT_YEARS 1986 AND 1987

EVALUATED AS OF MAY 31, 1988. FOR I TEMS I DENTI FIED I'N SECTI ON

1002-B(A)(3) AND (5), THE INITIAL REPORT SHALL CONSIST OF POLI CY

YEARS ENDI NG 1986 AND 1987 EVALUATED AS OF MAY 31, 1988. THE TWO

YEARS SHALL BE SEPARATELY REPORTED. SUBSEQUENT REPORTS SHALL

I NCLUDE THE LATEST TWO YEARS, EVALUATED AS COF MAY 31. THE

NI TITAL REPORT BY | NSURERS SHALL BE FILED ON OR BEFORE JULY 31,

1988. EACH SUBSEQUENT REPORT SHALL BE FILED ON OR BEFORE JULY 31

FOLLON NG THE MAY 31 EVALUATI ON DATE. ALL | NSURER REPORTS SHALL

BE_ACCOVPANI ED BY AN AFFIDAVIT, SIGNED BY AN COFFI CER OF THE

I NSURER, CERTI FYI NG THE COVPLETENESS AND ACCURACY OF THE

Section 1005-B. Conmmissioner's Duty to Report Data

Conpi | ed. --The conmi ssi oner or his desi gnee shall conpile the

initial individual reports and the conm ssi oner shall prepare

findings, if any, by Novenber 1, 1987 1988. Subsequent reports <—

and findings of the conm ssioner shall be conpil ed on or before

Novenber 1 of each year. Al reports conpiled by the

commi ssi oner shall be filed by the conmi ssioner with the

standi ng conmmittees of the General Assenbly having
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© o0 N oo o A~ wWw N P

N R R R R R R R R R R
o O 0o N o o M wWw N - O

responsi bility for insurance affairs and shall be deened public

records for the purposes of the act of June 21, 1957 (P.L. 390,

No.212), referred to as the "R ght-to-Know Law."

SECTI ON 1006-B. _FUTURE REGULATI ONS. - - THE COVM SSI ONER MAY, <—

BY REGULATI ON, ADOPT NEW DATA DI SCLOSURE REQUI REMENTS DEVELOPED

BY THE NATI ONAL_ASSOCI ATI ON OF | NSURANCE COMM SSI ONERS. SUCH

REGULATI ONS SHALL SUPERSEDE SPECI FI C DATA DI SCLOSURE

REQUI REMENTS OF THI S ARTICLE |F THE COW SSI ONER, AFTER NOTI CE

AND HEARI NG, _DETERM NES THAT SUCH DATA DI SCLOSURE REQUI REMENTS

ARE, I N TOTAL, AT LEAST AS EFFECTI VE AS THE DATA DI SCLOSURE

REQUI REMENTS OF TH S ARTI CLE

Secti on 1096-B 1007- B. Penalty.--lnsurers which fail to <—

conply with any reporting requi renents under this secti on shal

pay a fine of five thousand dollars ($5,000) and a fine of two

hundred dollars ($200) daily until the reporting requirenents

are fully satisfied.

Section 2. The provisions of this act relating to the
Pennsyl vania Liability Underwiting Services Plan shall expire
Decenber 31, 1988 1990. <—

Section 3. This act shall take effect imediately.
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