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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 30 >Toar”

I NTRODUCED BY HOLL, JANUARY 15, 1987

SENATOR HOLL, BANKI NG AND | NSURANCE, RE- REPORTED AS AMENDED
JUNE 1, 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

conmi Ssi oner may require elHgible surplustinesinsurers—or <—
their—agents THE SURPLUS LI NES | NDUSTRY to participate in the <—
Pl an

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.

19870S0030B1037 - 6 -
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SECTI ON 1001-B. CLAIMS DI SCLOSURE. --1 N ADDI TI ON TO ANY OTHER

=Y
o

ANNUAL REPORTS REQUI RED BY LAW OR REGULATI ON, | NSURERS L| CENSED

=
=

AND ADM TTED TO WRI TE PROPERTY AND CASUALTY INSURANCE IN TH' S

=
N

COMVONVEALTH AND HAVI NG UNDERWRI TTEN AT LEAST ONE PER CENTUM

=
w

(199 OF THE TOTAL PENNSYLVANI A PREM UM VOLUVE FOR THE LI NES OF

H
o

I NSURANCE SPECI FI ED I N SECTI ON 1002-B ARE REQUI RED TO REPORT

=Y
(63}

ANNUALLY TO THE | NSURANCE COWM SSI ONER, EI THER DI RECTLY OR

=Y
(e}

THROUGH | TS STATI STI CAL_AGENT, LOSS AND EXPENSE EXPERI ENCE DATA

=
\l

AS MAY BE NECESSARY TO DETERM NE WHETHER RATES ARE EXCESSI VE,

=Y
oo

| NADEQUATE OR UNFAIRLY DI SCRI M NATORY. THE | NSURANCE

=
O

COW SSI ONER SHALL DESI GNATE STATI STI CAL_ AGENTS TO COLLECT AND

N
o

COWPI LE SUCH DATA. THE COWM SSI ONER SHALL PRESCRI BE THE FORM AND

N
=

VETHOD BY VWHI CH ALL DATA SHALL BE FURNI SHED TO THE | NSURANCE

N
N

DEPARTMENT OR | TS DESI GNEE.

N
w

SECTI ON 1002-B. _TYPES OF | NSURANCE REQUI RED. - - EACH REPORT

N
~

SUBM TTED PURSUANT TO SECTI ON 1001-B SHALL SEPARATELY STATE THE

N
(63}

REQUI RED | NFORVATI ON FOR THE FOLLOW NG TYPES OF | NSURANCE:

N
(e}

(1) POLITICAL SUBDI VISION LIABILITY | NSURANCE, REPORTED

N
~

SEPARATELY FOR MUNICI PALITIES, SCHOOL DI STRICTS AND OTHER

N
oo

PCLI TI CAL_SUBDI VI SI ONS.

N
(o]

(2) LIABILITY | NSURANCE FOR PURPOSES OF SECTI ON 497 OF THE

30 ACT OF APRIL 12, 1951 (P.L.90, NO 21), KNOW AS THE "LI QUOR
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2 (3) DAY-CARE CENTER LI ABILITY | NSURANCE.

3 (4) COFFI CERS AND DI RECTORS LIABILITY | NSURANCE.

4 (5)  PRODUCT LIABILITY | NSURANCE.

5 (6) MEDI CAL NMALPRACTI CE | NSURANCE.

6 (7) ATTORNEY MALPRACTI CE | NSURANCE.

7 (8) ARCHI TECT AND ENG NEER MALPRACTI CE | NSURANCE.

8 (9) ANY OTHER TYPE OF | NSURANCE DEEMED NECESSARY BY THE

9 COW SSI ONER, _AFTER PROPER NOTI CE_ AND HEARI NG
10 SECTI ON 1003-B. _CONTENTS OF REPORT. - - SUCH REPORT SHALL
11 I NCLUDE THE FOLLON NG VWH CH SHALL BE SPECI FI C TO COVERAGE
12 WTH N TH S COVMONWEALTH FOR THE PREVI OUS YEAR ENDI NG ON THE
13 THI RTY-FI RST DAY OF DECEMBER:
14 (1) DIRECT PREM UMS WRI TTEN.
15 (2) DI RECT PREM UMS EARNED.

16 (3)  PRO RATA ESTI MATED NET | NVESTMENT | NCOVE, | NCLUDI NG NET
17 REALIZED CAPI TAL GAINS AND LGSSES, USI NG APPROPRI ATE ESTI MATES
18 WHERE NECESSARY.

19 (4) I NCURRED CLAI MS, DEVELOPED AS THE SUM CF THE FOLLOW NG
20 VH CH SHALL | NCLUDE DATA FOR EACH OF THE FOLLOW NG CATEGORI ES
21 USED TO DEVELOP THE SUM OF | NCURRED CLAI MS:
22 (1) DOLLAR AMOUNT OF CLAIMS PAID W TH PAYMENT; PLUS
23 (1) RESERVES FOR OQUTSTANDI NG REPORTED CLAI M5 AT THE END OF
24 THE CURRENT YEAR; M NUS
25 (11'l') RESERVES FOR OUTSTANDI NG REPORTED CLAI M5 AT THE END COF
26 THE PREVI OUS YEAR; PLUS
27 (1V)  RESERVES FOR | NCURRED BUT NOT REPORTED CLAI MS AT THE
28 END OF THE CURRENT YEAR; M NUS
29 (V) RESERVES FOR | NCURRED BUT NOT REPORTED CLAI M5 AT THE END

30 OF THE PREVI QUS YEAR, PLUS
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(M) PADLGOSS ADJUSTVENT EXPENSES; PLUS

(M) RESERVES FOR LOSS ADJUSTMENT EXPENSE AT THE END OF THE

CURRENT YEAR; M NUS

(MI1) RESERVES FOR LOSS ADJUSTMENT EXPENSE AT THE END OF

THE PREVI OUS YEAR.

(5) ESTI MATED | NCURRED EXPENSES ALLOCATED SEPARATELY TO

COW SSI ONS, OTHER ACQUI SI TI ON COSTS, ADVERTI SI NG, GENERAL

OFFI CE EXPENSES, TAXES, LI CENSES AND FEES AND ALL OTHER

EXPENSES.

(6) NET UNDERWRI TING GAIN OR LGSS.

(7) ESTI MATED NET OPERATI NG GAIN OR LGSS.

(8) THE TOTAL NUMBER AND TOTAL DOLLAR AMOUNT COF CLAI M5

CLOSED W TH PAYMENT, BY YEAR I NCURRED AS OF THE LAST YEAR S END.

(9) THE TOTAL NUMBER OF CLAI M5 CLOSED W THOUT PAYMENT.

(10) ANY OTHER REASONABLE | NFORVATI ON REQUESTED BY THE

DEPARTMENT BY REGULATI ON OR ORDER.

SECTI ON 1004-B. DUTY OF DEPARTMENT TO REPORT.--1T SHALL BE

THE DUTY OF THE | NSURANCE DEPARTMENT ANNUALLY TO COVPILE AND TO

REVI EW ALL SUCH REPORTS SUBM TTED BY STATI STI CAL_AGENTS PURSUANT

TO TH S ARTICLE TO DETERM NE THAT THE RATES FOR THE COVMERCI AL

PROPERTY AND CASUALTY | NSURANCE SET FORTH IN THI' S SECTI ON ARE

NOT | NADEQUATE, EXCESSI VE OR UNFAIRLY DI SCRI M NATORY. THE

DEPARTMENT' S FI NDI NGS AND THE FILINGS SHALL BE PUBLI SHED AND

PROVI DED TO THE APPROPRI ATE COMM TTEES OF THE GENERAL ASSEMBLY

AND MADE AVAI LABLE TO ANY | NTERESTED | NSURED OR CI Tl ZEN.

SECTI ON 1005-B. _PENALTY. --ANY I NSURER VHICH FAILS TO FILE

ANY REPORT UNDER THI S ARTICLE SHALL PAY A FINE CF FI VE THOUSAND

DOLLARS ($5,000), AND A FINE OF TWO HUNDRED DOLLARS ($200) DAILY

UNTI L THE REPORT REQUIRED IS FI LED.

SECTION 2. THE I NSURANCE COW SSI ONER SHALL, BY REGULATI ON,

19870S0030B1037 - 12 -



ADOPT NEW DATA DI SCLOSURE REQUI REMENTS DEVELOPED BY THE NATI ONAL
ASSCClI ATI ON OF | NSURANCE COWM SSI ONERS. SUCH REGULATI ONS SHALL
SUPERSEDE SPECI FI C DATA DI SCLOSURE REQUI REMENTS OF THI S ACT I F
THE | NSURANCE COMM SSI ONER, AFTER NOTI CE AND HEARI NG DETERM NES
THAT SUCH DATA DI SCLOSURE REQUI REMENTS ARE, | N TOTAL, AT LEAST
AS EFFECTI VE AS THE DATA DI SCLOSURE REQUI REMENTS OF THI S ACT.

SECTION 3. THE PROVI SIONS OF TH S ACT SHALL EXPI RE DECEMBER
31, 1992.
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SECTION 4. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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