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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1022 =%

| NTRODUCED BY MESSRS. REED, BROW\, Z| TTERVAN, ZELLER AND
LAUGHLIN, APRIL 27, 1977
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AN ACT
Establ i shing the duties and responsibilities of owners of
certain property damaged or destroyed by fire and prescri bing
penalties, creating certain liens and priority in insurance

proceeds in favor of cities of the first, second, second A

and third class, regulating the disbursenent of insurance

proceeds of the insured, and providing for direct paynent and

di stribution of insurance proceeds to cities of the first,

second, second A and third class under certain terns and

condi ti ons.

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

Section 1. Restoration of real property frominsurance
pr oceeds.

(a) The owner, nortgagee or insured party of any real
property as described in section 7 damaged or destroyed by fire
shall use as much of the paynent received under a policy
providing fire insurance covering |losses as i s necessary to
restore or replace in whole or in part the property in
accordance with the provisions of applicable building, housing,

health, fire and safety codes.
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(b) In lieu of restoration, the owner, nortgagee or insured
party of a damaged or destroyed structure nay use such proceeds
to board up or seal the wi ndows and doors of the structure as
per m ssi bl e under applicabl e nunicipal building, housing,
health, fire and safety codes or such person may denvolish the
structure.

(c) This act shall not excuse a new owner from conplying
wi th building, housing, health, fire and safety codes covering
the structure in which the fire occurred.

Section 2. Liens and priority in insurance proceeds in favor
of cities.

Not wi t hst andi ng any ot her provision of [aw of this
Commonweal th, a lien is hereby created in favor of the city upon
i nsurance proceeds for the foll ow ng: Delinquent real property
t axes, munici pal assessnents, water and sewer charges, rmuni ci pal
clainms, liens and encunbrances, and for all costs incurred by
the city inrelation to the real property insured including but
not limted to the cost of abating any nui sance public or
private created by the covered peril, and of inspecting,
repairing, denolishing, renmoving or otherw se di sposing of any
property danmaged by a covered peril. The lien of any city
ari sing under the provisions of this act shall have priority
over the claimof any insured owner, assignee or other
interested party except a nortgagee and where ot herw se provi ded
by the laws of the United States.

Section 3. Paynment of insurance proceeds.

(a) It shall be unlawful for any insurance conpany
aut hori zed under section 202(b)(1) of the act of May 17, 1921
(P.L.682, No.284), known as "The Insurance Conpany Law of 1921,"

to issue insurance policies providing fire insurance coverage in
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this Coomonwealth to pay any claimon a policy including any
policy witten pursuant to the provisions of the act of July 31,
1968 (P.L.738, No.233), known as "The Pennsyl vania Fair Plan
Act," covering a dwelling or structure which is vacant or any

cl ai m exceedi ng $5, 000 on any other policy issued by such
conpany for fire damage to any real property as described in
section 7 until the insured submts to the insurance conpany, on
forms and in the manner prescribed by the |Insurance
Commi ssi oner, proof that all delinquent taxes, assessnents,
charges, clains, |liens, encunbrances and costs as enunerated in
section 2 has been paid.

(b) The failure on the part of the insured property owner to
pay in full any itemenunerated in section 2 shall require the
i nsurance conpany to w thhold paynent of all or a portion of THE <—
PROCEEDS ot herwi se due under the policy to the insured property
owner, nortgagee, assignee or other interested party until al
such taxes, assessnents, charges, clains, |liens, encunbrances
and costs as enunerated in section 2 have been paid. The portion
wi t hhel d shall not exceed the anpbunt due to satisfy delinquent
t axes, assessnents, charges, clainms, |liens, encunbrances and
costs as enunerated in section 2.

(c) The insurance conpany shall pay directly to the city any
anount shown as delinquent on the fornms prescribed by subsection
(a) and shall deduct the amount thereof fromthe proceeds
ot herwi se payable to the insured. The insured shall apply the
bal ance of any fire insurance proceeds paid to himto
restoration of the property as required by section 1 (a),(b) and
(c). Arelease of the city's lien for the itenms enunerated in
section 2 nmay be secured by the insured by:

(1) full payment of all delinquent taxes, assessnents,
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charges, clains, liens, encunbrances and costs as enunerated
in section 2; or

(2) entry into an agreenment, which shall be binding and
enforceable at law, with the city in which the insured agrees
to apply a portion or all of the proceeds of any insurance
policy to the denolition or repair, rehabilitation,
restorati on and mai ntenance of the property, to bring the

property into conpliance with all applicable nunicipal codes,
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SECTI ON 4. NOTI FI CATI ON TO | NSURANCE COVPANY. <—

(A) THE | NSURANCE COWM SSI ONER SHALL W THI N 30 DAYS OF THE
EFFECTI VE DATE OF TH S ACT, PROMULGATE A UNI FORM CERTI FI CATI ON
OF LIENS FOR USE BY CI TI ES TO CERTI FY TO | NSURANCE COMPANI ES THE
EXI STENCE OR NONEXI STENCE OF LI ENS AS DEFI NED I'N SECTI ON 2 AND
THE AMOUNT THERECF.

(B) CITIES SHALL OBTAI N THE CERTI FI CATI ON CF LI ENS FORM
PROMULGATED BY THE | NSURANCE COWM SSI ONER UNDER SUBSECTI ON ( A)
AND SHALL, WTH N FI VE BUSI NESS DAYS OF A WRI TTEN REQUEST OF ANY
I NSURED, COVPLETE AND RETURN TO THE | NSURED A COWMPLETE
CERTI FI CATION OF LIEN. FAILURE OF THE CI TY TO PROCESS ANY
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REQUI RED FORM W THI N FI VE BUSI NESS DAYS SHALL RESULT IN A 1%
DEDUCTI ON PER ADDI TI ONAL BUSI NESS DAY | N THE AMOUNT DUE TO THE
CI'TY UNDER THE PROVI SIONS OF TH S ACT.

(© THE INSURED SHALL SUBM T COVPLETED FORMS FROM THE CI TY
TO THE | NSURANCE COVPANY W THI N 15 DAYS OF THE DATE THE FORM | S
RETURNED BY THE CI TY TO THE | NSURED. I N THE EVENT THAT AN
AGREEMENT HAS BEEN ENTERED | NTO PURSUANT TO SECTION 3(C)(2), THE
I NSURED SHALL SUBM T SAI D AGREEMENT TO THE | NSURANCE COVPANY
WTH N 15 DAYS OF | TS EXECUTI ON. UPON RECElI PT OF THE COVPLETED
REQUI RED FORMS OR EXECUTED AGREEMENT, THE | NSURANCE COMPANY NAY
RELEASE TO THE I NSURED, I N A MANNER CONS|I STENT W TH THE
I NFORVATI ON SHOMWN ON THE SUBM TTED COWVPLETED FORMS OR W TH THE
TERMS OF ANY AGREEMENT, WH CHEVER IS APPLI CABLE, | NSURANCE
PROCEEDS PAYABLE UNDER ANY POLI CY OF | NSURANCE.

(D) |IF THE INSURED FAILS TO SUBM T THE FORMS COVPLETED BY
THE G TY OR ANY AGREEMENT ENTERED I NTO WTH THE CI TY TO THE
I NSURANCE COVPANY W THI N THE 15- DAY PERI OD PRESCRI BED | N
SUBSECTION (C), THE CITY MAY SUBMT A CLAIMIN ITS OMN BEHALF
FOR ALL DELI NQUENT TAXES, ASSESSMENTS, CHARGES, CLAIMS, LIENS,
ENCUMBRANCES AND COSTS AS ENUMERATED IN SECTION 2, VWH CH SHALL
BE PAID IN FULL TO THE CI TY BY THE | NSURANCE COVPANY OUT OF THE
I NSURANCE PROCEEDS OTHERW SE PAYABLE TO THE | NSURED.

(E) AN | NSURANCE COVPANY SHALL NOT BE LI ABLE TO ANY | NSURED
OMER, MORTGAGEE, ASSI GNEE, OR OTHER | NTERESTED PARTY FOR
AMOUNTS DI SBURSED TO A CI'TY I N ACCORDANCE W TH THE PROVI SI ONS OF
TH'S ACT, NOR TO A G TY FOR AMOUNTS NOT DI SBURSED TO A CI TY
BASED UPON COVPLETED FORMS OR AGREEMENTS AS PRESCRI BED I N
SECTI ON 3(A) | NDI CATI NG THE NONEXI STENCE OF ANY DELI NQUENT
TAXES, ASSESSMENTS, CHARCES, CLAIMS, LIENS, ENCUVMBRANCES AND
COSTS AS ENUMVERATED | N SECTI ON 2. AN | NSURANCE COVPANY SHALL NOT
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BE HELD LI ABLE FOR THE RELEASE OF ANY | NFORVATI ON REQUI RED TO BE
RELEASED UNDER THI S ACT.
Section 5. Disclosure by insurance conpany.

Every insurance conpany subject to the provisions of this act
shall notify its insureds of the provisions of this act upon
i ssuance or renewal of policies providing fire insurance.
Section 6. Penalties.

Any insured who fails to conply with section 1 is guilty of a
summary of fense and shall, upon conviction, be sentenced to pay
a fine to the city not exceeding $1,000 or to undergo
i mprisonnment for not nore than one year, or both.

Section 7. Application.

The provisions of this act shall be applicable to al
unoccupi ed dwel lings or structures, all residential property
except single fam |y owner occupied dwellings, and al
commercial and industrial properties |located within cities of
the first, second, second A and third class of the Conmonweal th
of Pennsyl vani a.

Section 8. Rules and regul ations.

The I nsurance Comm ssioner shall promul gate such rul es and
regul ati ons as are deened necessary for the effective
i npl enent ati on and operation of this act.

Section 9. Effective date.

This act shall take effect in 180 days and shall apply to al

policies of insurance as they are issued, witten or renewed

subsequent to such effective date.
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