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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 24406 55

| NTRODUCED BY J. EVANS, SONNEY, BEBKO- JONES, HARPER, BEYER
CRAHALLA, CREI GHTON, Ml LHATTAN, MJUNDY, PHI LLIPS, RUBLEY AND
YOUNGBLOOD, FEBRUARY 8, 2006

REFERRED TO COWM TTEE ON | NSURANCE, FEBRUARY 8, 2006

OCO~NOUITARWNE

AN ACT

Amendi ng the act of May 17, 1921 (P.L.789, No.285), entitled, as
anended, "An act relating to insurance; establishing an
i nsurance departnent; and anendi ng, revising, and
consolidating the law relating to the |icensing,
qual i fication, regulation, exam nation, suspension, and
di ssol ution of insurance conpanies, Lloyds associations,
reci procal and inter-insurance exchanges, and certain
societies and orders, the exam nation and regulation of fire
i nsurance rating bureaus, and the |icensing and regul ati on of
i nsurance agents and brokers; the service of |egal process
upon foreign insurance conpani es, associ ations or exchanges;
provi di ng penalties, and repealing existing laws," requiring
i nsurance producers to disclose conpensation to custoners
under certain circunstances.

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.789, No.285), known
as The I nsurance Departnent Act of 1921, is anended by adding a
section to read:

Section 677.2-A. Conpensation di scl osure.

(a) Disclosure required. --Except as otherw se provi ded under

subsection (b)), no insurance producer or affiliate of an

i nsurance producer who recei ves any conpensation from a custoner
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for the initial placenent of insurance nay accept or receive any

conpensation froman insurer or other third party for pl acenent

of the insurance unless the insurance producer has, prior to the

custoner's purchase of the insurance:

(1) Obtained the custoner's docunent ed acknow edgnent

t hat such conpensation will be received by the producer or

affiliate.

(2) Provided a description of the method and factors

utilized for calcul ati ng the conpensati on to be recei ved from

the insurer or other third party for that placenent.

(b)Y Exceptions.--The disclosure requirenents set forth in

this section shall not apply to any of the foll ow ng:

(1) A person |licensed as an i nsurance producer who acts

only as an internedi ary between an i nsurer and a custoner's

producer, including, but not limted to, a nanagi ng general

agent, sal es manager or whol esal e br oker.

(2) The placenent of insurance in secondary or residual

(3) A producer whose sol e conpensati on for the pl acenent

of insurance is derived from comm ssions, sal aries and ot her

renunerati on froman i nsurer

(c) Conpliance.--An i nsurance producer nay satisfy any

requi renent set forth in this section directly or through an

affiliate.

(d) Definitions.--The foll owi ng words and phrases when used

in this section shall have the neani ngs given to themin this

subsection unl ess the context clearly indicates otherw se:

"Affiliate." A person who controls, is controlled by or is

under conmbn control with a producer.

"Conpensation froman insurer or other third party."
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1 Paynents, conm ssions, fees, awards, overrides, bonuses,

2 contingent conmi ssions, |loans, stock options, gifts, prizes or

3 any other formof valuable consideration, whether or not payable
4 pursuant to a witten agreenent.

5 "Custoner." A person who signs an application or subm ssion
6 for insurance or the authorized representative of such person

7 who negotiates the placenent of insurance with a producer. This
8 termdoes not include a person who:

9 (1) is a participant or beneficiary of an enpl oyee

10 benefit plan; or

11 (2) is covered by a group or blanket insurance policy or
12 group annuity contract sold, solicited or negotiated by an
13 i nsurance producer or_affiliate.

14 "Docunent ed _acknow edgnent."” A custoner's acknow edgnent

15 obtained prior to the custoner's purchase of insurance.

16 Section 2. This act shall take effect in 180 days.
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