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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. D94 =57~

| NTRODUCED BY NOLAN, HANKI NS, ARLENE, SM TH, MJRRAY, FLEM NG
NOSZKA, HOLL AND COPPERSM TH, MARCH 28, 1977

SENATOR HANKI NS, | NSURANCE, AS AMENDED, JUNE 21, 1977

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 |aws," revising
and clarifying the procedures with regard to rehabilitation
and liquidation of insurers and providing sanctions.

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

Section 1. Article V, act of May 17, 1921 (P.L.789, No.285),
known as "The Insurance Departnment Act of one thousand nine
hundred and twenty-one,"” is repeal ed.

Section 2. The act is anmended by adding an article to read:

ARTICLE V

SUSPENSI ON OF BUSI NESS - | NVOLUNTARY_ DI SSOLUTI ONS

(a) GCeneral Provisions

Section 501. Constructi on and Purpose.--(a) This article
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shall not be interpreted tolinit the powers granted the

conmmi ssi oner by other provisions of the | aw

(b) This article shall be liberally construed to effect the

pur pose stated in subsection (c).

(c) The purpose of this article is the protection of the

interests of insureds, creditors, and the public generally, wth

mninmuminterference with the normal prerogatives of the owners

and nanagers of insurers, through (i) early detecti on of any

potenti ally dangerous condition in an i nsurer, and pronpt

application of appropriate corrective neasures; (ii) inproved

met hods for rehabilitating i nsurers, involving the cooperation

and nanagenent expertise of the insurance industry; (iii)

enhanced effici ency and econony of |iquidation, through

clarification and specification of the law, to mnim ze | eqgal

uncertainty and litigation; (iv) equitable apporti onment of any

unavoi dabl e |l oss; (v) | essening the problens of interstate

rehabilitation and |iquidation by facilitati ng cooperati on

bet ween states in the |iquidation process, and by extendi ng the

scope of personal jurisdiction over debtors of the insurer

outside this Commonweal th; and (vi) requl ation of the insurance

busi ness by the inpact of the law relating to delinquency

procedures and substantive rules on the entire insurance

busi ness.

Secti on 502. Per sons Cover ed. --The proceedi ngs aut hori zed by

this article nay be applied to:

(1) Al insurers who are doi ng, or have done, an insurance

busi ness in this Commonweal th, and agai nst whom cl ai s ari si ng

fromthat busi ness may exi st now or in the future.

(2) Al insurers who purport to do an i nsurance business in

this Conmonweal t h.

19770S0594B1103 - 2 -
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(3) Al insurers who have i nsureds residing RESIDENT in this

Commpnweal t h.

(4) Al other persons organi zed or in the process of

organi zing with the intent to do an i nsurance business in this

Commpnweal t h.

(5) Al nonprofit service plans and all fraternal benefit

soci eties and beneficial societies subject to Title 40 of the

Pennsyl vani a Consol i dated Statutes (relating to i nsurance).

(6) Al title insurance conpani es, subject to Article VII| of

the act of May 17, 1921 (P.L.682, No.284), known as "The

| nsur ance Conpany Law of 1921."

Secti on 503. Definitions.--The foll owi ng words and phrases

when used in this act shall have, unless the context clearly

i ndi cates ot herwi se, the neanings given to themin this section:

"Ancillary state" neans any state other than a domiciliary

"Commi ssi oner"” nmeans the | nsurance Conmmi ssi oner of the

Commpnweal th of Pennsyl vani a.

"Creditor" is a person having any claim whether nmatured or

unmat ured, |iquidated or unliqui dated, secured or unsecured,

absol ute, fixed or contingent.

"Del i nguency proceedi ng" neans any proceeding instituted

agai nst an i nsurer for the purpose of |iquidating,

rehabilitating, reorgani zing or conservi ng such i nsurer, and any

sunmary proceedi ng under sections 510 through 513.

"Doi ng busi ness" shall include any of the foll owi ng acts,

whet her effected by mail or ot herw se:

(1) the issuance or delivery of contracts OR CERTI FI CATES of

i nsurance to persons resident in this Conmmbnweal t h;

(2) the solicitation of applications for such contracts, or

19770S0594B1103 - 3 -
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1 other negotiations prelimnary to the execution of such

2 contracts;

3 (3) the collection of prem uns, nenbership fees, assessnents
4 or other consideration for such contracts; or

5 (4) the transaction of nmatters subsequent to execution of

6 such contracts and arising out of them

7 "Domiciliary state"” neans the state in which an insurer is

8 incorporated or organized, or, in the case of an alien insurer,
9 its state of entry.

10 "Fair consideration” is given for property or obligation:

11 (1) when_ in exchange for such property or obligation, as a
12 fair equivalent therefor, and in good faith, property is

13 conveyed or services are rendered or _an obligation is incurred
14 or an antecedent debt is satisfied; or

15 (2) when such property or obligation is received in good

16 faith to secure a present advance or antecedent debt in anount
17 not disproportionately small as conpared to the value of the

18 property or obligation obtained.

19 "Foreign country" neans any other jurisdiction not in_any
20 state.
21 "Ceneral assets" neans all property, real, personal, or
22 otherwi se, not specifically nortgaged, pledged, deposited, or
23 otherw se encunbered for the security or benefit of specified
24 persons or classes of persons. As to specifically encunbered
25 property, "general assets" includes all such property or its
26 proceeds in excess of the anount necessary to discharge the sum
27 or_suns_secured thereby. Assets held in trust and on deposit for
28 the security or benefit of all policyholders and creditors shal
29 be treated as general assets.
30 "Cuaranty association." The Pennsylvania | nsurance Guaranty

19770S0594B1103 - 4 -
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Associ ati on provided for by the act of Novenber 25, 1970

(P.L.716, NO. 232), known as "The Pennsyl vani a | nsurance Guaranty

Associ ati on Act," and the Worknen's Conpensati on Security Fund

provided for by the act of July 1, 1937 (P.L.2532, No.470),

known as the "Wirkmen's Conpensation Security Fund Act," as

anended, and any other simlar entity now or hereafter created

by the Legislature OF THK S OR ANY OTHER STATE for the paynent of <—

clains of insolvent insurers.

"] nsol vency" nmeans:

(1) For an insurer issuing only assessable fire insurance

policies; (i) the inability to pay any obligation within thirty

days after it becones payable, or (ii) if an assessnent be nade

within thirty days after such date, the inability to pay such

obligation thirty days followi ng the date specified in the first

assessnent notice i ssued after the date of | oss pursuant to

section 808 of the act of May 17, 1921 (P.L.682, No.284), known

as "The | nsurance Conpany Law of 1921."

(2) For any other insurer that WHHCH is unable to pay its <—

obligati ons when they are due, or thatits WHOSE adnitted assets <—

do not exceed its liabilities plus the greater of (i) any

capital and surplus required by law for its organi zation or (ii)

its authori zed and i ssued capital stock: Provided, That as to

any insurer licensed to do business in the Commonweal th as of

the effective date of this act which does not neet this standard

the term"insol vency" shall nmean for a period not to exceed

three yvears fromthe effective date of this act that it is

unable to pay its obligati ons when they are due or that its

adm tted assets do not exceed its liabilities plus any required

capital contribution ordered by the conni ssi oner under

provi sions of the insurance | aw.

19770S0594B1103 - 5 -
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(3) For the purposes of this paragraph only such assets

shall be considered to be admtted as are owned by the insurer

and whi ch consist of: (i) cash in the possession of the insurer,

or in transit under its control, and including the true bal ance

of any deposit in a solvent bank or trust conpany; (ii)

i nvestnents, securities, properties and | oans acquired or held

in accordance with this code, and in connection therewith the

followng itens: (A) interest due or accrued on any bond or

evi dence of indebtedness which is not in default and which i s

not valued on a basis including accrued interest, (B) decl ared

and unpai d di vi dends on stock and shares, unl ess such anount has

ot herwi se been all owed as an asset, (C) interest due or accrued

upon a collateral ban LOAN i n an anount not to exceed one year's

i nterest thereon, (D) interest due or accrued on deposits in

sol vent banks and trust conpani es, and interest due or accrued

on other assets, if such interest is in the judgment of the

conmmi ssioner a collectible asset, (E) interest due or accrued on

a nortgage |loan, in an anpbunt not exceeding in any event the

anmount, if any, of the excess of the value of the property | ess

del i nguent taxes thereon over the unpaid principal, but in no

event shall interest accrued for a period in excess of twelve

nont hs be all owed as an asset, (F) rent due or accrued on real

property if such rent is not in arrears for nore than three

nonths, and rent nore than three nonths in arrears if the

paynent of such rent be adequately secured by property held in

the nane of the tenant and conveyed to the insurer as

collateral, (G the unaccrued portion of taxes paid prior to the

due date on real property; (iii) premiumnotes, policy |oans,

and other policy assets and |liens on policies and certificates

of life insurance and annuity contracts and accrued interest

19770S0594B1103 - 6 -
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thereon, in an anpbunt not exceeding the | egal reserve and ot her

policy liabilities carried on each individual policy; (iv) the

net anount of uncoll ected and deferred prem uns and annuity

consideration in the case of a life insurer; (v) premuns in the

course of collection, other than for life i nsurance, not npre

than three nonths past due, | ess conm ssions payabl e t hereon.

The foregoing limtation shall not apply to pren uns payabl e

directly or indirectly by the United States Governnent or by any

of its instrumentalities; (vi) install nent prem uns other than

life i nsurance premuns to the extend EXTENT of the unearned <—

premiumreserve carried on the policy to which such pren uns

apply: (vii) notes and like witten obligati ons not past due,

taken for premuns other than life i nsurance pren uns, on

policies permtted to be i ssued on such basis, to the extent of

the unearned premiumreserves carried thereon; (viii) the ful

anount of reinsurance recoverable by a ceding insurer froma

sol vent reinsurer and which rei nsurance i s authori zed under

section 319 of the act of May 17, 1921 (P.L.682, No.284), known

as "The | nsurance Conpany Law of 1921": (i x) anmounts recei vable

by an assunmi ng i nsurer representing funds w thheld by a sol vent

cedi ng i nsurer under a reinsurance treaty; (x) deposits or

equities recoverable fromunderwiting associ ati ons, syndi cates

and rei nsurance funds, or from a suspended banki ng i nstitution,

to the extent deened by the conmi ssi oner avail able for the

paynent of | osses and clains and at values to be deterni ned by

iH=— HM (xi) electronic and nechani cal machi nes constituting a <—

data processi ng and accounti ng systemif the cost of such system

is at | east one hundred thousand dollars ($100, 000), whi ch cost

shall be anortized in full over a period not to exceed ten

cal endar vyears; (xii) all assets, whether or not consistent with

19770S0594B1103 - 7 -
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the provisions of this section, as nmay be all owed pursuant to

t he annual statenent form approved by the comm ssi oner for use

in this Commonwealth for the kinds of insurance to be reported

upon therein; (xiii) other assets, not inconsistent with the

provi sions of this section, deened by the conm ssioner to be

avai l able for the paynent of | osses and clains, at values to be

deternmined by i+ HM

(4) The followi ng shall not be considered adnmtted assets in

any determ nation of the financial condition of an insurer: (i)

good will, trade nanes and other |like intangi ble assets; (ii)

advances (other than policy |loans) to officers, directors, and

controlling stockhol ders, whether secured or not, and advances

to enpl oyees, agents and ot her persons on personal security

only: (iii) stock of such insurer, owned by it, or any nateri al

equity therein or | oans secured thereby, or any nateri al

proportionate interest in such stock acquired or held through

t he ownership by such insurer of an interest in another firm

corporation or business unit. (iv) furniture fi Xxtures,

furni shings, safes, vehicles, libraries, stationery, literature

and supplies (other than data processi ng and accounti ng systens

aut hori zed under Title 31, 8 11.4, Pennsyl vani a Code, except in

the case of title insurers such naterials and plants as the

insurer is expressly authorized to invest in section 732(21) of

the act of May 17, 1921 (P.L.682, No.284), known as "The

| nsur ance Conpany Law of 1921." and except, in the case of any

i nsurer, such property which is acquired through forecl osure of

chattel nortgages acquired pursuant to sections 406, 519, 604,

and 732 of "The | nsurance Conpany Law of 1921," or which is

reasonably necessary for the mmi ntenance and operati on of real

estate lawfully acquired and held by the i nsurer other than real

19770S0594B1103 - 8 -
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estate used by it for hone office, branch office and sinil ar

pur poses; (v) the amount, if any, by which the aggregate book

val ue of investnents as carried in the | edger assets of the

i nsurer exceeds the aqgqgregate val ue thereof as determ ned under

this article.

(5) For purposes of this clause "liabilities" shall include

but not be linmted to reserves required by statute or by

i nsurance departnent general regul ati ons or specific

requi renents i nposed by the conm ssi oner upon a subject conpany

at the tine of admi ssion or subsequent thereto, and any other

capi tal and surplus requirenents.

"I nsurer" neans any person who |S DO NG has done, purports

to do, or is licensed to do an i nsurance business, and i s or has

been subject to the authority of, or to |iquidation,

rehabilitation, reorgani zati on or conservati on by any i nsurance

commi ssi oner. For purposes of this article, any other persons

i ncl uded under section 502 shall be deened to be insurers.

"Preferred clainl neans any claimwith respect to which the

terns of this act accord priority of paynent fromthe general

assets of the insurer.

"Receiver" neans receiver, liquidator, rehabilitator, or

conservator as the context requires.

"Reci procal state" neans any state other than this

Commpnweal th in which in substance and effect sections 520(a),

555, 556 and 558 through 560 are in force, and in which

provisions are in force requiring that the conm ssi oner or

equi val ent official be the receiver of a delinquent insurer, and

in which sone provision exists for the avoi dance of fraudul ent

conveyances and preferential transfers.

"Secured clainm neans any cl ai m secured by nortgage, trust

19770S0594B1103 - 9 -



1 deed, pledge, deposit as security, escrow or otherw se, but not
2 including special deposit clains or clains against general

3 assets. The termal so includes clainms which have becone liens

4 upon specific assets by reason of judicial process.

5 "Special deposit claint neans any claimsecured by a deposit
6 nmade pursuant to statute for the security or benefit of a

7 limted class or classes of persons, but not including any claim
8 secured by general assets.

9 "State" nmeans any state, district or territory of the United
10 States and the Panama Canal Zone.

11 "Transfer" shall include the sale and every other and

12 different node, direct or indirect, of disposing of or of

13 parting with property or with an interest therein, or with the
14 possession thereof or of fixing a lien upon property or upon an
15 interest therein, absolutely or conditionally, voluntarily, by
16 or without judicial proceedings. The retention of a security

17 title to property delivered to a debtor shall be deened a

18 transfer suffered by the debtor.

19 Section 504. Jurisdiction and Venue.--(a) Exeept—as

20

21

22 conmsstoner— No court of this Conmonwealth shall have

23 jurisdiction to entertain, hear or detern ne any delinguency

24 proceedi ng commenced-by-any ot her person,—except—as—otherw se
25 OTHER THAN AS provided in this aet ARTICLE

N
~

30 £id - F i auidati | . 51c .
19770S0594B1103 - 10 -
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theaction—

{¢)}> (B) In addition to other grounds for jurisdiction

provided by the |aw of this Conmmonwealth, a court of this

Commpnweal th having jurisdiction of the subject nmatter has

jurisdiction over a person served pursuant to the Pennsyl vani a

Rul es of Civil Procedure or other applicable provisions of |aw

in an acti on brought by the receiver of a donestic insurer or an

alien insurer domiciled in this Commonweal th (i) if the person

served is obligated to the insurer in any way as an incident to

any agency or brokerage arrangenent that nay exi st or has

exi sted between the insurer and the agent or broker, in any

19770S0594B1103 - 11 -



1 action on or incident to the obligation; or (ii) if the person
2 served is a reinsurer who has at any tine witten a policy of

3 reinsurance for _an insurer against which a rehabilitation or

4 liquidation order is in effect when the action is conmenced, or
5 1is an agent or broker of or for the reinsurer, in any action on
6 or incident to the reinsurance contract; or (iii) if the person
7 served is or has been an officer, nmanager, trustee, organizer,

8 pronoter or person in a position of conparable authority or

9 influence in an insurer against which a rehabilitation or

10 liquidation order is in effect when the action is conmenced, in
11 any action resulting fromthe relationship with the insurer.

12 (e (G If the court on notion of any party finds that any
13 action should as a matter of substantial justice be tried in a
14 forumoutside this Commonweal th, the court nay enter an

15 appropriate order to stay further proceedings on the action in
16 this Commonweal t h.

17 ey (D) Al action herein authorized shall be brought in the
18 Commonweal th Court of the Commonweal th of Pennsyl vani a.

19 (b} Renedies
20 Section 505. Injunctions and Orders.--(a) Any receiver
21 appointed in a proceeding under this article may at any tine
22 apply for and the Commonweal th Court may grant, such restraining
23 orders, prelimnary and perrmanent injunctions, and other orders
24 as may be deened necessary and proper to prevent: (i) the
25 transaction of further business; (ii) the transfer of property;
26 (iii) interference with the receiver or with the proceeding;
27 (iv) waste of the insurer's assets; (v) dissipation and transfer
28 of bank accounts; (vi) the institution or further prosecution of
29 any actions or proceedings; (vii) the obtaining of preferences,

30 judgnents, attachnents, garni shnents, or |liens agai nst the

19770S0594B1103 - 12 -

<—



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

insurer its assets or its policyholders; (viii) the | evyi ng of

executi on agai nst the insurer its assets or its policyhol ders;

(i x) the making of any sale or deed for nonpaynent of taxes or

assessnents that would | essen the value of the assets of this

insurer; (x) the withholding fromthe recei ver of books,

accounts, docunments or other records relating to the busi ness of

the insurer; or (xi) any other threatened or contenpl ated acti on

that m ght | essen the value of the insurer's assets or prejudice

the rights of policyholders, creditors, or shareholders, or the

admi ni stration of the proceeding.

(b)Y The receiver may apply to any court outside of the

Commpnweal th for the relief described in subsection (a) or

suspensi on of any insurance |licenses i ssued by the conni ssi oner.

Secti on 506. Cooperation of Oficers and Enpl oyes.--(a) Any

EMPLOYE, officer, manager, trustee, or general agent of any <—

i nsurer, and any other person with executive authority over or

in charge of any segnent of the insurer's affairs shal

cooperate with the conni ssioner in any proceedi ng under this

article or any investigation prelimnary or incidental to the

proceedi ng. The term "person” as used in this section, shal

i ncl ude any ether person who exercises control directly or <—

indirectly over activities of an insurer through any hol di ng

conpany or other affiliate of the insurer. "To cooperate" shal

i nclude, but shall not be limted to the foll ow ng:

(1) to reply pronptly in witing to any inqguiry fromthe

commi ssi oner requesting such a reply; and

(2) to nmke avail able and deliver to the conmi ssi oner any

books, accounts, docunents, or other records, or infornmation or

property of or pertaining to the insurer and in his possessi on,

custody or control.

19770S0594B1103 - 13 -
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(b) No person shall obstruct or interfere with the

commi ssioner in the conduct of any deli nguency proceedi ng or any

i nvestigation prelimnary or incidental thereto.
(c) This section shall not repder—it—illegal BE CONSTRUED TO
ABRI DGE OTHERW SE LEGAL RI GHTS to resi st by legal proceedings

the A petition for |iquidation or other delinquency proceedi ngs.

or—otherorders—

(1) AN INSURER SHALL HAVE THE RI GHT TO ENGAGE LEGAL COUNSEL

FOR DEFENSE OF AND APPEAL W TH RESPECT TO A DELI NQUENCY

PROCEEDI NG, REASONABLE COSTS AND FEES THEREFORE MAY BE PAI D FROM

THE GENERAL ASSETS OF THE | NSURER, SUBJECT TO THE APPROVAL OF

THE ADM NI STRATI VE OR JUDI CI AL_BODY TO WH CH APPEAL WAS MADE.

N THE EVENT THAT SUCH PROCEEDI NGS RESULT I N A DECLARATI ON OF

SOLVENCY OR ARE SUBSEQUENT THERETO, THE APPROVED COSTS THEREOF

SHALL BE ADM NI STRATI VE COSTS OR EXPENSES AS PROVI DED UNDER

SECTI ON 544(B).

(1) TF A STAY OF PROCEEDI NGS OR ORDER IS SPECI FI CALLY

REQUESTED IN A PETITION FILED BY AN | NSURER, THE ADM NI STRATI VE

AGENCY OR COURT_TO WHICH SUCH PETITION IS MADE MAY, INITS

DI SCRETI ON, GRANT SUCH STAY.

(d) Any person included wi thin subsection (a) who fails to

cooperate with the conmmi ssi oner, or any person who obstructs or

interferes with the conmi ssioner in the conduct of any

del i nguency proceedi ng or any investigation prelimnary or

i ncidental thereto, or who violates any valid order the

conmmi ssi oner i ssued under this article nay be sentenced to pay a

fine not exceeding ten thousand dollars ($10,000) or to undergo

i mpri sonnent for a termof not nore than one year, or both, or

any person shall, after a hearing, be subject to the inposition

by the conmi ssioner, of a civil penalty not to exceed ten

19770S0594B1103 - 14 -
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t housand dol |l ars ($10, 000) and shall be subject further to the

revocati on or suspensi on of any insurance |license issued by the

conmi Ssi oner .

Secti on 507. Bonds. --1n any proceedi ng under this article,

t he conm ssi oner and his deputies shall be responsible on their

official bonds for the faithful perfornmance of their duties. |f

the court deens it desirable for the protecti on of the assets,

it nay at any tine require an appropriate ADDI TI ONAL bond from <—

the conm ssioner or his deputies. SUCH ADDI TI ONAL BOND SHALL BE <—

PAID FOR OUT OF THE ASSETS OF THE | NSURER AS A COST OF

ADM NI STRATI ON.

Section 508. Conmissioner's Reports.--The conm ssi oner shal

532—- AS RECEI VER MAKE SUCH REPORTS TO THE COURT AT SUCH TI MES <—

AND I'N SUCH MANNER AS THE COURT SHALL REQUI RE

Secti on 509. Continuation of Delinquency.--Every proceedi ng

heretof ore commenced under the laws in effect before the

enactnent of THE AVMENDMENT OF this article EFFECTI VE , <—

1977, shall be deened to have commenced under this article SO <—

AVENDED for the purpose of conducting the proceedi ng henceforth,

except that in the discretion of the conni ssioner the proceedi ng

may be continued, in whole or in part, as it woul d have been

continued had this article not been enacted— SO ANMENDED. <—

(B) SUMVARY_ PROCEEDI NGS <—

19770S0594B1103 - 15 -



Section 510. Conmissioner's Summary Orders.--(a) Wenever

t he conm ssi oner has reasonabl e cause to believe, and

deternmines, after a hearing held as prescribed in subsection

(c), that any insurer has commtted or engaged in any act,

practice or transaction that would subject it to fornal

del i nguency proceedi ngs under this article, he may nake and

serve upon the insurer and any ot her persons involved, such

orders etherthan seizure orders—under—sections—511 and 512

i ncl udi ng an order suspendi ng the busi ness of an insurer as are

reasonably necessary to correct, elimnate or renedy such

conduct, condition or ground.

(b)Y If the conditions of subsection (a), other than notice

and hearing, are satisfied, and if i+—appears—tothe
comm-ssioner THE COVM SSI ONER HAS REASONABLE GROUNDS TO BELI EVE

that irreparable harmto the property or business of the insurer

or to the interests of its poeliecyhelders— PCOLI CY OR CERTI FI CATE

HOLDERS, creditors or the public may occur unless he i ssues with

i mmedi ate effect the orders described in subsection (a), he nay

make and serve such orders w thout notice and before hearing,

si mul t aneously serving upon the insurer notice of hearing under

subsection (c).

(c) The notice of hearing under subsections (a) or (b) and

the sunmary order issued under subsections (a) or (b) shall be

served pursuant to the applicable rules of civil or

adm ni strative procedure. The notice of hearing under subsection

(a) shall state the tine and pl ace of hearing, and the conduct,

condi ti on or ground upon which the comm ssi oner woul d base hi s

order; the notice of hearing under subsection (b) shall state

the tine and place of hearing. Unless nutually agreed between

the conm ssioner and the insurer, the hearing shall occur not

19770S0594B1103 - 16 -
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less thantendays—nor nore than thirty FI FTEEN days after <—

notice is served and shall be either in Dauphin County or in

sone ot her place convenient to the parties to be desi gnated by

t he conm ssioner. The conmm ssi oner shall NOT PUBLI Cl ZE SUCH <—

HEARI NGS AND SHALL hold all hearings in sunmary proceedi ngs

privately unless the insurer requests a public hearing, in which

case the hearing shall be public.

(D) __ANY SUSPENSI ON ORDER MADE BY THE COWM SSI ONER UNDER THE  <—

PROVI SI ONS OF SUBSECTI ON (A) SHALL PROHI BI T | SSUANCE OF

19770S0594B1103 - 17 -
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POLI G ES, TRANSFERS OF PROPERTY, AND PAYMENTS OF MONEYS, W THOUT

PRI OR WRI TTEN APPROVAL COF THE COWMM SSI ONER. NOTI CE OF SUCH

SUSPENSI ON SHALL BE G VEN, BY FIRST CLASS MAIL WTHI N FI FTEEN

DAYS THERECF, BY THE SUSPENDED ORGANI ZATI ON TO THOSE WHO WERE

CREDI TORS, POLI CYHOLDERS, MEMBERS AND CERTI FI CATE HOLDERS AT _THE

DATE OF SUSPENSI ON. NOTI CE OF SUCH SUSPENSI ON SHALL BE G VEN,

WTH N FI FTEEN DAYS THERECF, BY THE COVM SSI ONER TO CREDI TORS,

PCOLI CYHOLDERS, MEMBERS AND CERTI FI CATE HOLDERS BY ADVERTI SI NG

THE SAVE BY ONE PUBLI CATION N A NEWSPAPER OF GENERAL

Cl RCULATION IN THE COUNTY WHERE THE SUSPENDED ORGANI ZATI ON HAS

| TS PRI NCI PAL_COFFI CE. FROM THE DATE OF SUCH SUSPENSI ON ON THE

GROUND THAT THE INSURER |'S INSOLVENT, OR IS I'N SUCH CONDI TI ON

THAT I TS FURTHER TRANSACTI ON OF BUSI NESS W LL BE HAZARDOUS

FINANCIALLY TO I TS POLI CYHOLDERS, CREDI TORS, OR THE PUBLIC, NO

ACTI ON AT LAWOR EQUITY SHALL BE COVMENCED OR PROSECUTED NOR

SHALL ANY JUDGVENT BE ENTERED AGAI NST NOR SHALL ANY EXECUTI ON OR

ATTACHVENT BE | SSUED OR PROSECUTED AGAI NST THE SUSPENDED

I NSURER, OR AGAINST I TS PROPERTY, I N ANY COURT OF THI S

COMVONVEALTH:  PROVI DED, THAT |F SUCH SUSPENSI ON ORDER BE VACATED

BY THE COVMONWEALTH COURT FOR THE REASON THAT THE SUSPENDED

INSURER IS NO LONGER I NSOLVENT, OR I'N SUCH CONDI TION THAT I TS

FURTHER TRANSACTI ON OF BUSI NESS W LL BE HAZARDOUS TO I TS

POLI CYHOLDERS OR TO I TS CREDI TORS OR TO THE PUBLI C, THESE

RESTRAI NTS UPON LEGAL PROCESS REGARDI NG THE | NSURER SHALL

THEREAFTER CEASE TO BE OPERATI VE.

(E) IF THE COVM SSI ONER | SSUES A SUMVARY_ ORDER BEFORE

HEARI NG UNDER THI S SECTI ON, THE | NSURER MAY AT _ANY TI ME WAl VE

THE COWM SSI ONER' S HEARI NG AND APPLY FOR | MVEDI ATE JUDI CI AL

RELI EF BY MEANS OF ANY REMEDY AFFORDED BY LAW W THOUT FI RST

EXHAUSTI NG ADM NI STRATI VE REMEDI ES.
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(f) |If any person has violated any order issued under this

section which as to himwas then still in effect, he shall be

liable to pay a civil penalty inposed by the Commonweal th Court

not to exceed ten thousand dollars ($10, 000).

(g) The conm ssioner nmay apply for and any court of general

jurisdiction may grant, such restraining orders, prelinmnary and

per manent i njunctions, and other orders as nay be deened

necessary and proper to enforce a summary order.

Section 511. Conmi ssioner's Supervision.--(a) |f upon

exam nation or at any other tine H—appears—to—or—+s—+inthe <—

thetaw- THE COVM SSI ONER HAS REASONABLE CAUSE TO BELI EVE, AND <—

DETERM NES, THAT AN | NSURER HAS COW TTED, ENGACGED, OR IS ABOUT

TO ENGAGE N ANY ACT, PRACTICE, OR TRANSACTI ON THAT WOULD

SUBJECT I T TO FORVAL DELI NQUENCY PROCEEDI NGS UNDER THI S ARTI CLE

or if such insurance conpany dgives its consent, then the

conmmi ssi oner shall upon his determ nation notify the inAsurance <—
corpany | NSURER of his determ nation AND furnish to the <—
asurance—company | NSURER AN ORDER OR ORDERS CONTAI NI NG a <—

witten |list of the comm ssioner's requirenents to abate his

deternmination. and+f |F the comm ssi oner AFTER A HEARI NG HELD <—

AS PROVI DED | N SUBSECTI ON 510(C) nmakes a further determn nation

to supervi se he—shall—notify the insurance—company, HE SHALL <—
| SSUE AN ORDER TO THE | NSURER NOTI FYING IT that it is under the

supervi sion of the conm ssioner and that the conm ssioner is

appl yving and effecting the provisions of this section. Sueh <—
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Hasurance——conrpany THE COVM SSI ONER MAY | SSUE AN ORDER UNDER THI S

SECTI ON W THOUT A HEARI NG UNDER THE CONDI T1 ONS PROVI DED UNDER

SECTI ON 510(B), AND SHALL SI MULTANEQUSLY SERVE UPON THE | NSURER

NOTI CE OF A HEARI NG TO BE HELD I N ACCORDANCE W TH THE PROVI SI ONS

OF_SECTI ON 510(C), AND I N SUCH EVENT, THE | NSURER NMAY FILE AN

APPEAL | N ACCORDANCE W TH THE PROVI SI ONS OF SECTI ON 510(E). SUCH

| NSURER shall conply with the | awful requirenents of the

commi ssioner and, if placed under AN ORDER OF supervi si on shal

have sixty N NETY days fromthe date of netiece SERVI CE OF SUCH

ORDER wi thin which to conply with the requirenents of the

commi ssioner. In the event of such insurancecompany—s | NSURER S

failure to conply within such tine, the conm ssi oner shall MAY

institute proceedings in the Commonwealth Court to have a

rehabilitator or |iquidator appointed under the provisions of

this article, as—hemay deemappropriate— OR | SSUE AN ORDER
EXTENDI NG AN EXI STI NG ORDER OF SUPERVI SI ON. SUCH ORDER EXTENDI NG

ANY EXI STI NG ORDER SHALL BE | SSUED PRI OR TO THE END OF EACH

NINETY- DAY PERI OD, UNLESS OTHERW SE AGREED TO BY THE | NSURER

(b)Y The conm ssioner nay appoi nt a supervi sor to supervise

such insurance—conmpany | NSURER and nay provide that the

asurance—company | NSURER may not do any of the foll owi ng thihgs

ACTS, during the period of supervision, without the prior

WRI TTEN approval of the conm ssioner or his supervisor: (i)

di spose of, convey or encunber any of its assets or its business

in force; (ii) withdraw any of its bank accounts; (iii) |end any

of its funds; (iv) invest any of its funds; (v) transfer any of

its property: (vi) incur any debit, obligation or liability;

(vii) nerge or consolidate with another conpany; or (viii) enter

into any new reinsurance contract or treaty.

(c) In the event that any person, subject to the provisions

19770S0594B1103 - 20 -
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of this article including those persons described in section

506(a), shall violate any valid order of the conm ssi oner issued

under the provisions of this section and, as a result, the net

worth of the insurer shall be reduced or the i nsurer shal

ot herwi se suffer | oss said person shall becone personally |iable

to the insurer for the anount of any such reduction or |oss. The

conmmi ssi oner or supervisor is authorized to bring an acti on on

behalf of the insurer in the Conmonwealth Court to recover the

anount of the reduction or | oss together with any costs.

Section 512. Court's Seizure Order.--(a) Upon the filing by

the conm ssioner in the Commonweal th Court of this Conmmpbnweal t h

of a petition alleqging, (i) any ground that would justify a

court order for a fornml delinquency proceedi ng agai nst an

i nsurer under this article, and (ii) that the interests of

policyholders, creditors or the public will be endangered by

delay, and (iii) setting out the order deened necessary by the

commi ssi oner, the court shall MAY issue forthwith, ex parte and <—

wi thout a hearing, the requested order which may SHALL direct <—

t he conm ssioner to take possession and control of all or a part

of the property, books, accounts, docunents, and other records

of an insurer, and of the prem ses occupied by it for the

transaction of its business, and until further order of the

court enjoin the insurer and its officers, managers, agents, and

enpl oyes fromdi sposition of its property and fromtransacti on

of its business except with the witten consent of the

conmi Ssi oner .

(b)Y The court shall specify in the order what its duration

shall be, which shall be such tine as the court deens necessary

for the comm ssioner to ascertain the condition of the insurer.

SUCH I NI TI AL_DURATI ON OR ANY EXTENSI ON THERECF SHALL NOT EXCEED  <—
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NI NETY DAYS. On notion of either party or on its own notion, the

court may fromtine to tine hold such hearings as it deens

desirabl e after such notice as it deens appropri ate, and nay

extend, shorten, or nodify the terns of the seizure order. The

court shall vacate the seizure order if the conm ssioner fails

to commence a fornal proceedi ng under this article after—having <—

had—areasonable opportunity todo—so— PRIOR TO THE EXPI RATI ON <—
OF A SEI ZURE ORDER OR ANY EXTENSI ON THEREOF. An order of the

court pursuant to a fornmal proceedi ng under this article shal

i pso facto vacate the sei zure order

(c) Entry of a seizure order under this section shall not

constitute an antici patory breach of any contract of the

i nsurer.

(D) AN I NSURER SUBJECT TO AN EX PARTE ORDER OF THE <—

COMVONVEALTH COURT | SSUED UNDER THE PROVI SIONS OF TH S SECTI ON

MAY PETITION THE COURT AT ANY TIME AFTER THE | SSUANCE COF SUCH

ORDER FOR A HEARI NG AND REVI EW OF THE ORDER, AND THE COURT SHALL

GRANT_SUCH A HEARI NG AND REVIEWW THI N TEN DAYS OF THE FI LI NG OF

SUCH PETI TI ON.

Section 513. Conduct of Hearings in Sunmary Proceedi ngs. - - <—

n . bi | f ) Ltk <

B> (A) The Commonweal th Court nmay hold all hearings in <—

sunmary proceedi ngs and judicial review thereof privately in

chanber, and shall do so on request of the insurer proceeded

19770S0594B1103 - 22 -



{¢)}> (B In all sunmary proceedi ngs and j udi

cial revi ews

thereof, all records of the ecompany | NSURER, other docunents,

and all I nsurance Departnent files and court records and papers,

so far as they pertain to or are a part of the

record of the

is necessary to obtain conpliance therewith, unless and until

the Commonwealth Court, after hearing argunents fromthe parties

in chanbers, shall order otherwi se, or unless the insurer

1
2
3
4
5 summary proceedings, shall be and remain confidential except as
6
7
8
9

requests that the matter be made public. Until

such court order

10 all papers filed with the clerk of the Commpbnweal th Court shal

11 be held by himin a confidential file.

12 &) (C) Any person having possessi on or custody of and

13 refusing to deliver any of the property, books,

accounts,

14 docunents or other records of or relating to an insurer agai nst

15 which a seizure order or a sunmary order has been i ssued by the

16 conmmi ssi oner or by the Commpbnweal th Court, nay

be fined not nore

17 than ten thousand dollars ($10,000) or sentenced to undergo

18 inprisonnent for not nore than one year, or both.

19 (c) Fornal Proceedings

20 A. _Rehabilitation

21 Section 514. Gounds for Rehabilitation.--Fheeconmnm-ssioner
22

23

24

25 of the following agrounds— AN ORDER OF REHABI LI TATI ON MAY BE

26 BASED ON ONE OR MORE OF THE FOLLOW NG GROUNDS.

27 (1) The insurer is insolvent, or is in such condition that

28 the further transacti on of busi ness woul d be hazardous,

29 financially er—etherwise, to its policyhol ders,

creditors or the

30 public.
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(2) There is reasonable cause to believe that there has been

enbezzl enent fromthe insurer, wongful sequestration or

diversion of the insurer's assets, forgery or fraud affecting

the insurer or other illegal conduct in, by, or with respect to

the insurer that if established woul d endanger assets in an

anount threateni ng the sol vency of the insurer.

(3) The insurer has failed to renove any person who in fact

has executive authority in the insurer, whether an officer

manager, general agent, enploye, or other person, if the person

has been found after notice and hearing to be di shonest or

untrustworthy in a way affecting the i nsurer's busi ness.

(4) Control of the insurer, whether by stock ownership or

ot herwi se, and whether direct or indirect, is in a person or

persons found after notice and hearing to be di shonest or

unt rust wor t hy.

(5) Any person who in fact has executive authority in the

i nsurer, whether an officer, manager, general agent, enploye, or

ot her person, has refused to be exam ned under oath by the

conmmi ssi oner concerning its affairs, whether in this

Commpnweal th or el sewhere, and after reasonable notice of the

fact the insurer has failed pronptly and effectively to

term nate the enpl oynent and status of the person and all his

i nfl uence on nmanagenent.

(6) After demand, the insurer has failed to submt pronptly

any of its own property, books, accounts, docunments or other

records, or those of any subsidiary or related conpany within

the control of the insurer, or those of any person havi ng

executive authority in the insurer so far as they pertain to the

insurer, to exam nation. |If the insurer is unable to subnt the

property, books, accounts, docunents or other records of a
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person havi ng executive authority in the insurer, it shall be

excused fromdoing so if it pronptly and effectively tern nates

the rel ati onship of the person to the insurer.

(7) Wthout first obtaining his witten consent of the

commi ssioner, the insurer has transferred, or attenpted to

transfer, substantially its entire property or busi ness, or has

entered into any transaction the effect of which is to nerge,

consolidate, or reinsure substantially its entire property or

business in or with the property or busi ness of any other

(8) The insurer or its property has been or is the subject

of an application for the appoi ntnent of a receiver, trustee,

cust odi an, conservator or sequestrator or simlar fiduciary of

the insurer or its property otherwi se than as authori zed under

the i nsurance |laws of this Conmonweal th, and such appoi nt nent

has been nade or is inmnent, and such appoi nt nent m ght oust

the courts of this Commponweal th of jurisdiction or prejudice

orderly delinquency proceedi ngs under this article.

(9) Wthin the previous four years the insurer has willfully

violated its charter or articles of incorporation or its byl aws

or any insurance law IN A MANNER WH CH MAY RESULT OR HAS <—

RESULTED | N SUBSTANTI AL HARM TO THE PROPERTY OR BUSI NESS OF AN

I NSURER OR TO THE I NTERESTS OF I TS PCOLI CY OR CERTI FI CATE

HOLDERS, CREDI TORS, OR THE PUBLIC, or any valid order of the

commi ssi oner under seetion510 SECTI ONS 510 AND 511. <—

(10) The insurer has failed to pay within sixty days after

due date any obligation to this Conmonweal th or any subdi vi si on

t hereof or any judgnent entered in this Commonweal th, except

t hat such nonpaynent shall not be a ground until sixty days

after any good faith effort by the insurer to contest the
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obligati on has been term nated, whether it is before the

conmi ssioner or in the courts, or the insurer has systenmatically

attenpted to conproni se or renegoti ate previously aqgreed

settlenents with its creditors on the ground that it is

financially unable to pay its obligations in full.

(11) The insurer has failed to file its annual report or

other report within the tine allowed by | aw and, after witten

denmand by the conmi ssioner, has failed to gi ve an—adeguate A <—

SATI SFACTORY expl anati on i nmedi at el v.

(12) The board of directors or the holders of a majority of

the shares entitled to vote, or a npjority of those individuals

entitled to the control of those entities specified in section

502, request or consent to rehabilitati on under this article.

Section 515. Rehabilitation Oders.--{a-Arorder—to (A <—
THE COWM SSI ONER VAY APPLY BY PETI TION TO THE COVMONWEALTH

COURT, FOR AN ORDER AUTHORI ZI NG HHM TO REHABI LI TATE A DOVESTI C

I NSURER OR AN ALI EN INSURER DOM CILED IN TH' S COMVONVEAL TH

ALLEG NG THAT THE | NSURER HAS COVMM TTED ONE OR MORE ACTS WHI CH

MAY CONSTI TUTE GROUNDS FOR REHABI LI TATION AS SET FORTH I'N

SECTION 514 OF_ TH S ARTICLE

(B) AN ORDER OF THE COMVONWEALTH COURT TO REHABI LI TATE THE

BUSI NESS OF AN | NSURER SHALL BE | SSUED ONLY AFTER A HEARI NG

BEFORE THE COURT OR PURSUANT TO A VWRI TTEN CONSENT OF THE

| NSURER

(C) AN ORDER TO rehabilitate the busi ness of a donestic

insurer, or an alien insurer domciled in this Conmmonweal t h,

shal | appoi nt the conm ssioner and his successors in office the

rehabilitator, and shall direct the rehabilitator forthwith to

t ake possessi on of the assets of the insurer including any

deposits held by the conm ssioner, and to adn ni ster them under
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the orders of the court. The filing or recordi ng of the order

with the clerk of the Commonweal th Court or recorder of deeds of

the county in which the princi pal business of the conpany is

conducted, or the county in which its principal office or place

of business is |located, shall inpart the sane notice as a deed,

bill of sale or other evidence of title duly filed or recorded

with that recorder of deeds woul d have i npart ed.

Y (D) Entry of an order of rehabilitati on shall not <—

constitute an antici patory breach of any contracts of the

i nsurer.

Secti on 516. Powers and Duties of the Rehabilitator.--(a)

The conm ssioner as rehabilitator shall MAY appoi nt a speci al <—

deputy who shall have all the powers of the rehabilitator

granted under this section. The conm ssi oner shall nmke such

arrangenents for conpensati on as are necessary to obtain a

speci al deputy of proven ability. The speci al deputy shall serve

at the pl easure of the conm Ssi oner.

(b)Y The rehabilitator nmay take such acti on as he deens
necessary or expedi ent to reformandrevitalize CORRECT THE <—
CONDI TI ON OR CONDI TI ONS WHI CH CONSTI TUTED THE GROUNDS FOR THE

ORDER OF THE COURT TO REHABI LI TATE the insurer. He shall have

all the powers of the directors, officers and nanagers, whose

authority shall be suspended, except as they are redel egated by

the rehabilitator. He shall have full power to direct and

manage, to hire and di scharge enpl oyes subject to any contract

ri ghts they may have, and to deal with the property and busi ness

of the insurer.

(c) If it appears to the rehabilitator that there has been

crimnal or tortious conduct, or breach of any contractual or

fiduciary obligation detrinmental to the insurer by any officer,
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manager, agent, broker, enpl oye, or other person, he may pursue

all appropriate |legal renedies on behalf of the insurer.

(d) The rehabilitator nay prepare a plan for the

reorgani zati on, consolidati on, conversi on, reinsurance, nerger

or other transformation of the insurer. Upon application of the

rehabilitator for approval of the plan, and after such notice

and hearing as the court may prescri be, the court nay either

approve or di sapprove the plan proposed, or may nodify it and

approve it as nodified. If it is approved, the rehabilitator

shall carry out the plan. In the case of a life insurer, the

pl an proposed may include the inposition of |iens upon the

equities of policyholders of the conpany, provided that al

ri ghts of shareholders are first relinquished. A plan for alife

i nsurer nay al so propose i nposition of a noratorium upon | oan

and cash surrender rights under policies, for such period and to

such an extent as nay be necessary.

(e) The rehabilitator shall have the power to avoid

fraudul ent transfers under sections 528 and 529.

Section 517. Actions By and Agai nst Rehabilitator.--(a) On

request of the rehabilitator, any court in this State before

whi ch any action or proceedi ng by or agai nst an i nsurer is

pendi ng when a rehabilitati on order agai nst the insurer is

entered shall stay the action or proceeding for such tine as i s

necessary for the rehabilitator to obtain proper representati on

and prepare for further proceedi ngs. The Conmonweal t h Court

shall order the rehabilitator to take such acti on respecting the

pending litigation as the court deens necessary in the interests

of justice and for the protection of creditors, policyhol ders,

and the public. The rehabilitator shall i medi ately consi der al

litigati on pendi ng outside this Commonweal th and shall petition
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the courts having jurisdiction over that litigation for stays

whenever necessary to protect the estate of the i nsurer.

(b) The tine between the filing of a petition for

rehabilitati on agai nst an i nsurer and denial of the petition or

an order of rehabilitati on shall not be considered to be a part

of the tine within which any acti on nay be comrenced by or

agai nst the insurer. Any action by or against the insurer that

m ght have been commenced when the petition was filed may be

commenced for at |east sixty days after the order of

rehabilitation i s entered.

Section 518. Termnmination of Rehabilitation.--(a) Wenever

he believes HAS REASONABLE CAUSE TO BELI EVE that further <—

attenpts to rehabilitate an i nsurer woul d substantially increase

the risk of loss to creditors, pelieyvhoelders— POLI CY AND <—

CERTI FI CATE HOLDERS, or the public, or would be futile, the

rehabilitator may petiti on the Commonweal th Court for an order

of liguidation. A petition under this subsection shall have the

sane effect as a petition under section 519. The Commpbnweal t h

Court may SHALL pernit the directors to take such actions as are <—

reasonably necessary to defend agai nst the petition and nmay

order paynent fromthe estate of the insurer of such costs and

ot her expenses of defense as justice nmy require.

(b) The rehabilitator nay at any tine petition the

Commpnweal th Court for an order terminating rehabilitati on of an

insurer. |If the Commponweal th Court finds that rehabilitati on has

been acconpli shed and that grounds for rehabilitati on under

section 514 no |l onger exists, it shall order that the i nsurer be

restored to possession of its property and the control of its

busi ness. The Commonweal th Court may al so nake that findi ng and

i ssue that order at any tine upon its own notion.
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B. Li qui dati on

1. Initiati on of Proceedi ng

Section 519. Gounds for Liquidation.--Ffhecomm-ssioner—may <—

habili : fied | : _ahetd I

I | . | r . I habiti . 4
Hasurer— ANY GROUND ON WHI CH AN ORDER OF REHABI LI TATI ON MAY BE <—

BASED, AS SPECI FIED I N SECTI ON 514, VWHETHER OR NOT_THERE HAS

BEEN A PRI OR ORDER OF REHABI LI TATION OF THE | NSURER SHALL BE

GROUNDS_FOR LI QUI DATI ON.

Section 520. Liqguidation Oders.--{a)—Arorder—totiguidate <—
(A THE COWM SSI ONER MAY APPLY BY PETITION TO THE COWONVWEALTH  <—

COURT_FOR AN ORDER DI RECTING HM TO LI QUI DATE A DOVESTI C

INSURER, DOM CILED IN TH S COVMONWEALTH, ALLEG NG THAT THE

I NSURER HAS COWM TTED ONE OR MORE ACTS VHI CH MAY CONSTI TUTE

GROUNDS FOR LI QUI DATI ON AS SET FORTH I N SECTI ONS 514 AND 519 OF

TH' S ARTICLE.

(B) AN ORDER OF THE COMVONWEALTH COURT TO LI QUI DATE THE

BUSI NESS OF AN | NSURER SHALL BE | SSUED ONLY AFTER A HEARI NG

BEFORE THE COURT OR PURSUANT TO A VWRI TTEN CONSENT OF THE

| NSURER.

(C) AN ORDER TO LI QUI DATE t he busi ness of a donestic insurer

shal | appoint the conm ssioner and his successors in office

i quidator and shall direct the liquidator forthwith to take

possessi on of the assets of the insurer and to adm ni ster them

under the orders of the court. The |liquidator shall be vested by

operation of lawwith the title to all of the property,
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contracts and rights of action and all of the books and records

of the insurer ordered |iquidated, wherever |ocated, as of the

date of the filing of the petition for |iquidation. He nay

recover and reduce the sane to possessi on except that ancillary

receivers in reciprocal states shall have, as to assets | ocated

in their respective states, the rights and powers which are

prescri bed in section 556(c) for ancillary receivers appoi nted

in this Commponwealth as to assets |located in this Commonweal t h.

The filing or recording of the order with the Cerk of the

Commpnweal th Court or with the recorder of deeds of the county

in which the principal business of the conpany i s conducted, or

the county in which its principal office or place of business is

| ocated, shall inpart the sane notice as a deed, bill of sale or

ot her evidence of title duly filed or recorded with that

recorder of deeds woul d have i nparted.

by (D) Upon issuance of the order, the rights and <—

liabilities of any such insurer and of its creditors,

pol i cyhol ders, sharehol ders, nenbers and all other persons

interested in its estate shall becone fixed as of the date of

filing of the petition for |iquidation, except as provided in

sections 521 and 539.

{¢)}> (E) An order to liquidate the busi ness of an alien <—

i nsurer donmiciled in this Commonwealth shall be in the sane

terns and have the sane | egal effect as an order to |liquidate a

donestic insurer, except that the assets and the business in the

United States shall be the only assets and busi ness i ncl uded

t her ei n.

() (F) At the tine of petitioning for an order of <—

li quidation, or at any tine thereafter, the conm ssioner, after

maki ng appropriate findings of an insurer's insolvency,
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following an admi ni strative hearing, may petition the court for

a judicial declaration of such insolvency. After providing such

noti ce and hearing as are permtted for appeals from

admi ni strati ve agencies, the court nmay nake the decl arati on.

Section 521. Conti nuance of Coverage.--All insurance in

effect at the tine of i ssuance an order of |iquidati on shal

continue in force only with respect to the risks in effect, at

that tinme (i) for a period of thirty days fromthe date of entry

of the liquidation order; (ii) until the normal expirati on of

the policy coverage; (iii) until the insured has repl aced the

i nsurance coverage with equi val ent i nsurance i n another insurer

or otherwise ternminated the policy; or (iv) until the |iquidator

has effected a transfer of the policy obligati on pursuant to

section 523(8), whichever tine is | ess.

Secti on 522. Di ssol uti on of I nsurer.--The conm SSi oner nay

petition for an order dissolving the corporate exi stence of a

donestic insurer or the United States branch of an alien insurer

domiciled in this Commpnwealth at the tine he applied for a

i qui dati on order. The court shall order dissolution of the

corporation upon petition by the conm ssi oner upon or after the

granting of a liquidation order. |If the dissol uti on has not

previ ously been ordered, it shall be effected by operati on of

| aw upon the di scharge of the |i qui dator.

2. Powers and Duties of Liquidators and O hers.

Secti on 523. Powers of Liquidator.--The |iquidator shall

have the power:

(1) To appoint a special deputy to act for himunder this

article, and to deternine his conpensati on. The speci al deputy

shall have all powers of the |liquidator granted by this section.

The speci al deputy shall serve at the pl easure of the
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conmi Ssi oner .

(2) To enpl oy enpl oyes and agents, | egal counsel, actuari es,

accountants, appraisers, consultants and such ot her personnel as

he may deem necessary to assist in the |iquidation.

(3) To fix the conpensati on of enpl oyes and agents, | egal

counsel , actuaries, accountants, apprai sers and consul tants

wi t hout conplying with civil service regul ati ons.

(4) To pay conpensati on to persons appoi nted and to defray

all expenses of taking possession of, conserving, conducting,

i qui dati ng, disposing of or otherwi se dealing with the busi ness

and property of the insurer. In the event that the property of

the i nsurer does not contain sufficient cash or |liquid assets to

defray the costs incurred, the comm ssi oner shall advance the

costs so incurred out of the appropriation for the nmai nt enance

of the | nsurance Departnent. Any anounts so paid shall be deened

expense of adm nistrati on and shall be repaid to the

commi ssioner for the use of the | nsurance Departnent out of the

first avail abl e npbneys of the insurer.

(5) To hold hearings, to subpoena w tnesses, to conpel their

attendance, to adni nister oaths, to exani ne any person under

oath, and to conpel any person to subscribe to his testinpny

after it has been correctly reduced to witing, and in

connection therewith to require the production of any books,

papers, records or other docunents whi ch he deens rel evant to

the inquiry.

(6) To collect all debts and npbneys due and cl ai ns bel ongi ng

to the insurer VHHCH IT I S ECONOM CAL TO COLLECT, wherever

| ocated, and for this purpose to institute tinely action in

other jurisdictions, in order to forestall garni shnent and

attachnent proceedi ngs agai nst such debts; to do such other acts
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as are necessary or expedient to collect, conserve or protect

its assets or property, including the power to sell, conpound,

conproni se or assign for purposes of collection upon such terns

and conditions as he deens best, any bad or doubtful debts; to

pursue any creditor's renedies avail able to enforce his clai ns.

(7)) To conduct public and private sales of the property of

the i nsurer.

(8) To use assets of the estate to transfer policy

obligations to a solvent assumng insurer, if the transfer can

be arranged w thout prejudice to applicable priorities under

section 542 544.

(9) To acquire, hypothecate, encunber, |ease, inprove, sell,

transfer, abandon or otherw se di spose of or deal with, any

property of the insurer at its market val ue or upon such terns

and conditions as are fair and reasonable. He shall al so have

power to execute, acknow edge and deliver any and all deeds,

assi gnnents, rel eases and other instrunents necessary or proper

to effectuate any sale of property or other transaction in

connection with the liquidation is pending, the |iquidator shal

cause to be filed with the recorder of deeds for the county in

whi ch the property is |located a certified copy of the order

appoi nting himliqui dator.

(10) To borrow noney on the security of the insurer's assets

or without security and to execute and deliver all docunents

necessary to that transaction for the purpose of facilitating

the |iqui dation.

(11) To enter into such contracts as are necessary to carry

out the order to liquidate, and to affirm or di savow any

contracts to which the insurer is a party.

(12) To continue to prosecute and to institute in the nane
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of the insurer or in his own name any and all suits and ot her

| egal proceedings, in this Conmmonwealth or el sewhere, and to

abandon the prosecution of clains he deens unprofitable to

pursue further. If the insurer is dissolved under section 522,

he shall have the power to apply to any court in this State or

el sewhere for | eave to substitute hinself for the i nsurer as

(13) To prosecute any action which may exi st in behal f of

the creditors, nenbers, policyholders or sharehol ders of the

i nsurer agai nst any officer of the insurer, or any other person.

(14) To renobve any or all records and property of the

insurer to the offices of the conm ssioner or to such other

pl ace as may be convenient for the purposes of efficient and

orderly execution of the |iquidation.

(15) To deposit in one or nore banks in this Commonweal th

such suns as are required for neeting current adm ni stration and

operati ng costs.

(16) To invest, all suns not currently needed, unless the

court orders otherw se.

(17) To file any necessary docunents for record in the

office of any recorder of deeds or record office in this

Commpnweal th or el sewhere where property of the insurer is

| ocat ed.

(18) To assert all defenses available to the i nsurer as

agai nst third persons, including statutes of limtation,

statutes of frauds and the defense of usury; a waiver of any

defense by the insurer after a petition in |liquidati on has been

filed shall not bind the comm ssi oner. WHEN A GUARANTY

ASSCOCI ATI ON HAS AN OBLI GATION TO DEFEND A SU T, THE LI QU DATOR

SHALL G VE PRECEDENCE TO SUCH OBLI GATI ONS AND SHALL DEFEND ONLY
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IN THE ABSENCE OF A DEFENSE BY THE GUARANTY ASSOCI ATI ON.

(19) To exercise and enforce all the rights, renedi es, and

powers of any creditor, sharehol der, policyhol der or menber,

i ncl udi ng any power to avoid any transfer or lien that nay be

gi ven by the general |law and that is not included with sections

528 through 530.

(20) To intervene in any proceedi ng wherever instituted that

m ght lead to the appoi ntnent of a receiver or trustee, and to

act as the receiver or trustee whenever the appointnent is

of fer ed.

(21) To enter into agreenents with any recei ver or

commi ssi oner of any other state relating to the rehabilitation,

i qui dati on, conservati on or dissolution of an insurer doing

busi ness in both states.

(22) To exercise all powers now held or hereafter conferred

upon receivers by the laws of this Commonweal th not inconsi stent

with the provisions of this article.

(23) The enuneration, in this section, of the powers and

authority of the liquidator shall not be construed as a

limtati on upon him nor shall it exclude in any manner his

ri ght to do such other acts not herein specifically enunerated,

or otherwi se provided for, as may be necessary or expedi ent for

the acconplishnent of or in aid of the purpose of |iquidation.

Secti on 524. Notice to Creditors and G hers.--(a) The

i qui dator shall give notice of the |liquidation order as soon as

possi ble by first class nail and either by tel egram or tel ephone

to the i nsurance conm ssioner of each jurisdiction in which the

insurer is licensed to do business, by first class mail and by

t el ephone to any responsi bl e guaranty associ ati on of this

Commpnweal th by first class mail to all insurance agents havi ng
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a duty under section 525 and to all known policy hol ders,

creditors and cl ai nants.

(b) Notice to potential clainmnts under subsection (a) shal

require claimants to file with the liquidator their clains

together with proper proofs thereof under section 538, on or

before a date the |liquidator shall specify in the notice. A

claimants shall have a duty to keep the |i quidator inforned of

any change of address.

Secti on 525. Duti es of Agents.--(a) FEvery person who

receives notice in the formprescribed in section 524 that an

i nsurer which he represents as an i ndependent agent is the

subject of a liquidation order, shall within fifteen days of

such notice give notice of the liquidation order. The notice

shall be sent by first class nail to the | ast address contai ned

in the agent's records to each policyhol der or other person

naned in any policy issued through the agent by the insurer, if

he has a record of the address of the policyhol der or other

person. A policy shall be deened issued through an agent if the

agent has a property interest in the expiration of the policy:

or if the agent has had in his possessi on a copy of the

decl arations of the policy at any tine during the life of the

policy, except where the ownership of the expiration of the

policy has been transferred to another. The witten notice shal

i ncl ude the nane and address of the insurer, the nane and

address of the agent, identification of the policy inpaired and

the nature of the inpairnent including term nati on of coverage,

as described in section 521. Notice by a general agent satisfies

the notice requirenent for any agents under contract to him

(b) Any agent failing to give notice as required in

subsection (a) nay be subject to paynent of a penalty of not
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nore than one thousand dollars ($1000) and nmay have his |license

suspended, said penalty to be i nposed after a hearing held by

t he i nsurance conni SSi oner.

Section 526. Actions By and Agai nst Liquidator.--(a) Upon

i ssuance of an order appointing the conm ssioner |iquidator of a

donestic insurer or of an alien insurer domciled in this

Commpnweal th, no action at |aw or equity shall be brought by or

agai nst the insurer, whether in this Commonweal th or el sewhere,

nor shall any such existing actions be continued after issuance

of such order. Wenever in the liquidator's judgnment, protection

of the estate of the insurer necessitates intervention in an

action against the insurer that is pending outside this

Commpnweal th, with approval of the court he may intervene in the

action. The |liquidator may defend any action in which he

i ntervenes under this section at the expense of the estate of

the i nsurer.

(b)Y The liquidator nmay, upon or after an order for

l'i quidation, within sueh TWO YEARS OR SUCH ADDI TI ONAL ti ne as <—

applicable law may pernit, institute an action or proceedi ng on

behalf of the estate of the insurer upon any cause of action

agai nst which the period of limtation fixed by applicable | aw

has not expired at the tine of the filing of the petition upon

whi ch such order is entered. Wiere, by any agreenent, a peri od

of limtation is fixed for instituting a suit or proceedi nhg upon

any claim or for filing any claim proof of claim proof of

| oss, denand, notice, or the like, or where in any proceedi ng,

judicial or otherwise, a period of limtation is fixed, either

in the proceeding or by applicable |aw, for taking any action,

filing any clai mor pleading, or doing any act, and where in any

such case the period had not expired at the date of the filing
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of the petition, the liquidator may, for the benefit of the

estate, take any such action or do any such act, required of or

permitted to the insurer, within a period of one hundred and

ei ghty days subsequent to the entry of an order for |iquidation,

or within such further period as is shown to the satisfacti on of

the court not to be unfairly prejudicial to the other party.

(c) The tinme between the filing of a petition for

i qui dati on agai nst an insurer and the denial of the petition

shall not be considered to be a part of the time within which

any action may be commenced agai nst the insurer. Any action

agai nst the insurer that m ght have been commenced when the

petition was filed may be commenced for at | east sixty days

after the petition is denied.

3. Estate of | nsurer

Section 527. Collection and List of Assets.--(a) As soon as

practicable after the liquidation order, the |i qui dator shal

prepare in duplicate a list of the insurer's assets. The |i st

shal|l be amended or suppl enmented fromtine to tine as the court

shall require. One copy shall be filed in the office of the

clerk of the Commonweal th Court and one copy shall be retained

for the liquidator's files. Al anendnents and suppl enents shal

be simlarly fil ed.

(b)Y The liquidator shall reduce the assets to a degree of

liquidity that is consistent with the effective executi on of the

i quidation as rapidly and econom cally as he can.

Secti on 528. Fraudul ent Transfers Prior to Petition.--(a)

Every transfer made or suffered and every obligation incurred by

an insurer within one year prior to the filing of a successf ul

petition for rehabilitation or |iquidation under this article is

fraudul ent as to then existing and future creditors if nmade or
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incurred without fair consideration, or with actual intent to

hi nder, delay, or defraud either existing or future creditors. A

transfer made or an obligation incurred by an i nsurer ordered to

be rehabilitated or |iquidated under this article, which is

fraudul ent under this section, nmay be avoi ded by the receiver,

except as to a person who in good faith is a purchaser, |ienor,

or obligee for a present fair equival ent val ue, and except that

any purchaser, lienor, or obligee, who in good faith has given a
consideration less than fair for such transfer, lien, or
obligation, may retain the property, lien or obligati on as

security for repaynent. The court nmay, on due notice, order any

such transfer or obligation to be preserved for the benefit of

the estate, and in that event, the receiver shall succeed to and

may enforce the rights of the purchaser, lienor, or obligee.

(b)) A transfer of property other than real property shall be

deened to be made or suffered when it becones so far perfected

t hat no subsequent |ien obtai nable by | egal or equitable

proceedi ngs on a sinple contract could becone superior to the

ri ghts of the transferee, under section 530(c).

A transfer of real property shall be deened to be nmade or

suffered when it becones so far perfected that no subsequent

bona fide purchaser fromthe i nsurer could obtain rights

superior to the rights of the transferee.

A transfer which creates an equitable lien shall not be

deened to be perfected if there are avail abl e neans by which a

legal lien could be created.

Any transfer not perfected prior to the filing of a petition

for liquidation shall be deened to be nmade i mmedi ately before

the filing of the successful petition.

The provisions of this subsecti on apply whether or not there
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are or were creditors who m ght have obtained any |iens or

persons who ni ght have becone bona fide purchasers.

(c) Any transaction of the insurer with a reinsurer shall be

deened fraudul ent and nmay be avoi ded by the recei ver under

subsection (a) if (i) the transacti on consists of the

term nation, adjustnent or settlenent of a reinsurance contract

in which the reinsurer is released fromany part of its duty to

pay the originally specified share of | osses that had occurred

prior to the tine of the transaction, unless the reinsurer gives

a present fair equivalent value for the release; and (ii) any

part of the transacti on took place within one year prior to the

date of filing of the petition through which the receivership

was comrenced.

Secti on 529. Fraudul ent Transfers After Petition.--(a)

After a petition for rehabilitation or |liquidation a transfer of

any of the real property of the insurer nade to a person acting

in good faith shall be valid against the receiver if made for a

present fair equivalent value, or, if not nade for a present

fair equival ent value, then to the extent of the present

consi deration actually paid therefor, for which anount the

transferee shall have a lien on the property so transferred. The

commencenent of a proceeding in rehabilitation or |iquidation

shall be constructive notice upon the recordi ng of a copy of the

petition for or order of rehabilitation or liquidation with the

recorder of deeds in the county where any real property in

question is | ocated. The exercise by a court of the United

States or any state or jurisdiction to authorize or effect a

judicial sale of real property of the insurer within any county

in any state shall not be inpaired by the pendency of such a

proceedi ng unl ess the copy is recorded in the county prior to
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the consummati on of the judicial sale.

(b) After a petition for rehabilitation or |iquidation and

before either the receiver takes possessi on of the property of

the insurer or an order of rehabilitation or liquidation is

(1) A transfer of any of the property of the insurer, other

than real property, nmade to a person acting in good faith shal

be valid against the receiver if made for a present fair

equi val ent value, or, if not made for a present fair equival ent

value, then to the extent of the present consideration actually

paid therefor, for which anount the transferee shall have a |lien

on the property so transferred.

(2) A person indebted to the insurer or hol ding property of

the insurer may, if acting in good faith, pay the i ndebtedness

or deliver the property, or any part thereof, to the i nsurer or

upon his order, with the sane effect as if the petiti on were not

(3) A person having actual know edge of the pendi ng

rehabilitation or |iquidation shall be deened not to act in good

(4) A person asserting the validity of a transfer under this

section shall have the burden of proof. Except as el sewhere

provided in this section, no transfer by or in behalf of the

i nsurer after the date of the petition for |iquidation by any

person other than the |iquidator shall be valid against the

i qui dat or.

(c) Nothing in this article shall inmpair the negotiability

of currency or neqgoti abl e instrunments.

Secti on 530. Voidable Preferences and Liens.--(a) A

preference is a transfer of any of the property of an insurer to
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or for the benefit of a creditor, for or on account of an

ant ecedent debt, nade or suffered by the insurer within one year

before the filing of a successful petition for |iquidati on under

this article the effect of which transfer may be to enabl e the

creditor to obtain a greater percentage of this debt than

another creditor of the sane class would receive. If a

i quidation order is entered while the insurer is already

subject to a rehabilitation order, then transfers otherw se

qual i fying shall be deened preferences if nmade or suffered

within one year before the filing of the successful petition for

rehabilitation or within two years before the filing of the

successful petition for |iquidation, whichever tine is shorter.

Any preference may be avoided by the liquidator, if (i) the

i nsurer was insolvent at the tine of the transfer; (ii) the

transfer was nmade within four nonths before the filing of the

petition; (iii) the creditor receiving it or to be benefited

thereby or his agent acting with reference thereto had, at the

tinme when the transfer was made, reasonabl e cause to believe

that the insurer was insolvent or was about to becone insol vent;

or (iv) the creditor receiving it was an officer, any enpl oye or

attorney or other person who was in fact in a position of

conparabl e influence in the insurer to an officer whether or not

he held such position, or any sharehol der holding directly or

indirectly nore than five per centum of any class of any equity

security issued by the insurer, or any other person, firm

corporation, associ ati on, or aggregati on of persons wi th whom

the insurer did not deal at arnis | ength. Where the preference

is voidable, the |liquidator may recover the property or, if it

has been converted, its value fromany person who has recei ved

or converted the property, except where a bona fide purchaser or
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i enor has given |l ess than fair equival ent val ue, he shall have

a lien upon the property to the extent of the consi deration

actually given by him Were a preference by way of lien or

security title is voidable, the court may on due noti ce order

the lien or title to be preserved for the benefit of the estate,

in which event the lien or title shall pass to the |iquidator.

(b)Y A transfer of property other than real property shall be

deened to be made or suffered when it becones so far perfected

t hat no subsequent |ien obtai nable by | egal or equitable

proceedi ngs on a sinple contract could becone superior to the

ri ghts of the transferee.

A transfer of real property shall be deened to be nmade or

suffered when it becones so far perfected that no subsequent

bona fide purchaser fromthe i nsurer could obtain rights

superior to the rights of the transferee.

A transfer which creates an equitable lien shall not be

deened to be perfected if there are avail abl e neans by which a

legal lien could be created.

A transfer not perfected prior to the filing of a petition

for liquidation shall be deened to be nmade i mmedi ately before

the filing of the successful petition.

The provisions of this subsecti on apply whether or not there

are or were creditors who nm ght have obtained |iens or persons

who m ght have becone bona fide purchasers.

(c) A lien obtainable by | egal or equitabl e proceedi ngs upon

a sinple contract is one arising in the ordinary course of such

pr oceedi ngs upon the entry or docketing of a judgnent or decree,

or upon attachment, garni shnent, execution, or |like process,

whet her before, upon, or after judgnent or decree and whet her

before or upon levy. It does not include |iens which under
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1 applicable |aw are given a special priority over other liens

2 which are prior _in tine.

3 A lien obtainable by | egal or equitable proceedings could

4 becone superior to the rights of a transferee, or a purchaser

5 could obtain rights superior to the rights of a transferee

6 wthin the neaning of subsection (b), if such consequences would
7 followonly fromthe lien or purchase itself, or fromthe lien
8 or purchase followed by any step wholly within the control of

9 the respective |ienholder or purchaser, with or without the aid
10 of mnisterial action by public officials. Such a lien could

11 not, however, becone superior_and such a purchase could not

12 create superior rights for the purpose of subsection (b) through
13 any acts subsequent to the obtaining of such a lien of

14 subsequent to such a purchase which require the agreenent or

15 concurrence of any third party or which require any further

16 judicial action, or ruling.

17 (d) Atransfer of property for or on account of a new and
18 contenporaneous consideration which is deened under subsection
19 (b) to be made or suffered after the transfer because of del ay
20 in perfecting it does not thereby becone a transfer for or _on
21 account of an antecedent debt if any acts required by the
22 applicable law to be perforned in order to perfect the transfer
23 as against liens or bona fide purchasers' rights are perforned
24 within twenty-one days or any period expressly allowed by the
25 law, whichever is less. Atransfer to secure a future loan, if
26 such a loan is actually nmade, or a transfer which becones
27 security for a future loan, shall have the sane effect as a
28 transfer for or on account of a new and cont enporaneous
29 consideration.
30 (e) If any lien deened voidabl e under the second paragraph
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of subsection (a) has been dissolved by the furnishing of a bond

or other obligation, the surety on whi ch has been i ndemifi ed

directly or indirectly by the transfer of or the creation of a

l'i en upon any property of an insurer before the filing of a

petition under this article which results in a |liquidation

order, the indemifying transfer or lien shall also be deened

voi dabl e.

(f) The property affected by any |lien deened voi dabl e under

subsections (a) and (e) shall be discharged from such |ien, and

that property and any of the i ndemmifying property transferred

to or for the benefit of a surety shall pass to the |i qui dator,

except that the court nay on due notice order any such lien to

be preserved for the benefit of the estate and the court nmay

direct that such conveyance be executed as may be proper or

adequate to evidence the title of the |iqui dator.

(g) The Commonweal th Court shall have sunmary juri sdiction

of any proceeding by the |liquidator to hear and deterni ne the

ri ghts of any parties under this secti on. Reasonabl e noti ce of

any hearing in the proceeding shall be given to all parties in

interest, including the obligee of a rel easi ng bond or other

li ke obligation. Where an order is entered for the recovery of

i ndemrmi fying property in kind or for the avoi dance of an

i ndermifying lien, the court, upon application of any party in

interest, shall in the sane proceedi ng ascertain the val ue of

the property or lien, and if the value is | ess than the anpunt

for which the property is indemity or than the anount of the

lien, the transferee or lienholder may elect to retain the

property or |lien upon paynent of its value, as ascertai ned by

the court, to the liquidator, within such reasonable tines as

the court shall fix.
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(h) The liability of a surety under a rel easi ng bond or

other |like obligation shall be discharged to the extent of the

val ue of the i ndemi fying property recovered or the i ndemi fying

lien nullified and avoided by the |liquidator, or where the

property i s retai ned under subsection (g) to the extent of the

anount paid to the |iquidator.

(i) If a creditor has been preferred, and afterward i n good

faith gives the insurer further credit wi thout security of any

kind, for property which becones a part of the insurer's estate,

the anpbunt of the new credit renmaining unpaid at the tine of the

petition may be set off against the preference which would

ot herwi se be recoverable from hi m

(j) If an insurer shall, directly or indirectly, within four

nmont hs before the filing of a successful petition for

i quidati on under this article, or at any tine in contenpl ati on

of a proceeding to liguidate it, pay npney or transfer property

to an attorney-at-law for services rendered or to be rendered,

the transacti on nay be exam ned by the court on its own notion

or shall be exam ned by the court on petition of the |iquidator

and shall be held valid only to the extent of a reasonabl e

anount to be deternm ned by the court, and the excess nay be

recovered by the liquidator for the benefit of the estate

provi ded that where the attorney is in a position of influence

in the insurer or an affiliate thereof paynent of any noney or

the transfer of any property to the attorney-at-|law for services

rendered or to be rendered shall be governed by the provisi on of

section 530(a)(iv).

(k) Every officer, nmanager, enploye, sharehol der, menber,

subscri ber, attorney, or any other person acting on behal f of

the i nsurer who knowi ngly participates in giving any preference
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when he has reasonabl e cause to believe the insurer is or is

about to becone insolvent at the tine of the preference shall be

personally liable to the |liquidator for the anpbunt of the

preference. It is pernissible to infer that there is reasonabl e

cause to so believe if the transfer was nade within four nonths

before the date of filing of the successful petition for

i qui dati on.

Every person receiving any property fromthe insurer or the

benefit thereof as a preference voi dabl e under subsection (a)

shall be personally liable therefor and shall be bound to

account to the |liquidator.

Not hing in this subsecti on shall prejudice any other clai mby

the |i qui dator agai nst any person.

Section 531. Cdains of Holders of Void or Voidable R ghts.--

(a) No clains of a creditor who has received or acquired a

preference, |lien, conveyance, transfer, assi gnnent or

encunbrance, voi dable under this article, shall be all owed

unl ess he surrenders the preference, |lien, conveyance, transfer

assi gnnent or encunbrance. |If the avoidance is effected by a

proceeding in which a final judgnent has been entered, the claim

shall not be allowed unless the noney is paid or the property is

delivered to the liquidator within thirty days fromthe date of

the entering of the final judgnent, except that the court having

jurisdiction over the liquidation may allow further tine if

there is an appeal or other continuation of the proceeding.

(b) A claimall owabl e under subsection (a) by reason of the

avoi dance, whether voluntary or involuntary, or a preference,

li en, conveyance, transfer, assignment, or encunbrance, nay be

filed as an excused late filing under section 537 if fil ed

within thirty days fromthe date of the avoi dance, or within the
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further tinme all owed by the court under subsection (a).

Section 532. Setoffs and Counterclains.--(a) Mitual debts

or nutual credits between the i nsurer and anot her person in

connection with any action or proceedi ng under this article

shall be set off and the bal ance only shall be all owed or paid,

except as provided in subsection (b).

(b) No setoff or counterclaimshall be allowed in favor of

any person where:

(1) the obligation of the insurer to the person woul d not at

the date of the filing of a petition for |liquidation entitle the

person to share as a clainmant in the assets of the insurer;

(2) the obligation of the insurer to the person was

pur chased by or transferred to the person with a viewto its

bei ng used as a setoff;

(3) the obligation of the person is to pay an assessnent

| evi ed agai nst the nenbers or subscribers of the insurer, or is

to pay a bal ance upon a subscription to the capital stock of the

insurer, or is in any other way in the nature of a capital

contri bution; or

(4) the obligation of the person is to pay preni uns, whether

earned or unearned, to the insurer.

Secti on 533. Assessnents.--(a) As soon as practicabl e but

not nore than two years fromthe date of an order of |iquidation

under seetion520 THI S ARTICLE of an insurer issuing assessabl e <—

policies, the |liquidator shall make a report to the Commbnweal t h

Court setting forth:

(1) the reasonabl e value of the assets of the insurer;

(2) the insurer's probable total liabilities;

(3) the probabl e aggregate anpunt of the assessnent

necessary to pay all clains of creditors and expenses in full,
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i ncl udi ng expenses of adm nistration and costs of coll ecting the

assessnent; and

(4) whether or not an assessnent should be made and what

(b)Y Upon the basis of the report provided in subsection (a),

i ncl udi ng any suppl enents and anendnents thereto, the

Commpnweal th Court nmy | evy one or nbre assessnments agai nst al

menbers of the insurer who are subject to assessnent. No nenber

shal|l be assessed for any | oss that occurred when his policy was

not in effect. No assessnent shall be nade or coll ecti on

procedures begun after two years fromthe expiration date of a

policy. The maxi mum assessnent agai nst any nenber for each year

or part thereof in which a policy or policies issued to such

menber were in effect shall not exceed one hundred per centum of

the average total annual premumduring the life of the policy

as witten in such policy or policies including any i ncrease or

reduction in premumas the result of any endorsenent thereto.

Subject to any applicable legal linits on assessability, the

agqr egat e assessnent shall be for the anpbunt that the sum of the

probable liabilities, the expenses of adninistration and the

estinated cost of collection of the assessnent, exceeds the

val ue of existing assets, with due regard being given to

assessnents that cannot be coll ected econonically.

(c) After |levy of assessnent under subsection (b) the

commi ssi oner shall issue an order directing each menber who has

not paid the assessnment pursuant to the order, to show cause why

the |iqui dator should not pursue a judgnent therefor.

(d) The liquidator shall give notice of the order to show

cause by publication and by first class mail to each nenber

li able thereunder mailed to his | ast known address as it appears
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on the insurer's records, at | east twenty days before the return

day of the order to show cause.

(e) |If a nmenber does not appear and serve duly verified

obj ecti ons upon the |iquidator on or before the return day of

the order to show cause under subsection (c), the court shal

make an order adjudgi ng the nenber |liable for the anobunt of the

assessnent agai nst hi m and ot her i ndebt edness, pursuant to

subsection (c), together with costs, and the |iqui dator shal

have a judgnent agai nst the nenber therefor. If on or before

such return day, the nenber appears and serves duly verified

obj ecti ons upon the |iquidator, the conm ssioner nmay hear and

deternmine the matter or may appoint a referee to hear it and

make such order as the facts warrant. In the event that the

commi ssi oner deterni nes that such objections do not warrant

relief fromassessnment, the nenber may request the court to

review the matter and vacate the order to show cause.

(f) The liquidator may enforce any order or coll ect any

i udgnent under subsection (e) by any | awful neans.

Secti on 534. Rei nsurer's Liability.--The anpunt recover abl e

by the liqguidator fromreinsurers shall not be reduced as a

result of delinquency proceedi ngs, regardl ess of any provision

in the rei nsurance contract or other agreenent. Paynent nnde

directly to an insured or other creditor shall not dim nish the

reinsurer's obligation to the insurer's estate except when the

rei nsurance contract provided for direct coverage of an

i ndi vi dual naned i nsured and the paynent was nmade in di scharge

of that obligation.

Secti on 535. Recovery of Premuns Oaned.--(a) An insured,

agent, broker, prem um fi nance conpany or any other person

responsi ble for the paynent of a premiumshall be obligated to
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pay any unpaid premumfor the full policy termdue the insurer

at the tine of the declaration of insolvency whet her earned or

unear ned as shown on the records of the insurer. The |iqui dator

shall al so have the right to recover from such person any part

of an unearned prem um that represents conm ssion of such

person. Credits and/or setoff shall not be allowed to an agent,

broker or prem um fi nance conpany on account of any credits

vol unt eered by such person.

(b)Y Upon satisfactory evidence of a violation of this

section, the | nsurance Comm ssioner may, in his discretion,

pursue any one or nore of the foll owi ng courses of action:

(1) Suspend or revoke or refuse to renew the |icenses of

such of fendi ng party or parti es.

(2) Inpose a penalty of not nore than one thousand doll ars

($1, 000) for each and every act in violation of this section by

said party or parties.

Before the | nsurance Conmmi ssi oner shall take any action as

above set forth, he shall give witten notice to the person

conpany, associ ation, or exchange accused of violating the | aw,

stating specifically the nature of the all eged vi ol ati on, and

fixing a tinme and place, at | east ten days thereafter, when a

hearing of the matter shall be held. After such hearing, or upon

failure of the accused to appear at such hearing, the |nsurance

Conmmi ssi oner shall inpose such of the above penalties as he

deens advi sabl e.

VWhen the | nsurance Conm ssioner shall take action in any or

all of the ways above recited, the party aggri eved may appeal

fromsaid action to the Commonweal th Court.

Secti on 536. Commssioner—s LI QU DATOR S Proposal to

Distribute Assets.--(a) Wthin one hundred twenty days of a
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final determ nation that an insurer is insolvent or in such

condition that its further transacti on of business will be

hazardous to its policyholders, or toits creditors, or to the

public by a court of conpetent jurisdiction of this

Commpbnweal th, the cemmssioner LI QU DATOR shall make application <—

to the Commonweal th Court for approval of a proposal to di sburse

assets out of such conpany's marshall ed assets, fromtine to

tinme as such assets becone avail able, to any quaranty

association in the Commonwealth or in any other state having

substantially the sane provision of | aw. The comm-ssioner <—

LI QUI DATOR need not make application, as required above, in <—

i nstances where it is reasonable to conclude that the assets of

the insolvent insurer will not exceed the anpbunts necessary to

pay the costs of |liquidati on and the paynent of cl ains of

creditors either secured or with a priority higher than the

clains of policyholders. A guaranty associ ation shall have the

right to petition the Commpnweal th Court to review an order of

t he comm-ssioner LI QUI DATOR concl uding the assets will not <—

exceed such costs.

(b)Y The proposal shall at | east include provisions for:

(1) Reserving anmounts for the paynment of expenses of

admi ni stration and the paynent of clains of secured creditors to

the extent of the value of the security held and cl ai nrs having a

priority higher than that of the clains of policyhol ders.

(2) Disbursenent of assets marshall ed to date and subsequent

di sbursenent of assets as they becone avail abl e.

(3) Equitable allocation of di sbursenents to each of the

associ ations entitl ed thereto.

(4) The securing by the eommssioner LI QUI DATOR, from each <—

of the associations entitled to di sbursenents pursuant to this
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section, of an agreenent to return to the comm-Ssioher <—

LI QUI DATOR such assets previ ously di shursed as may be required <—

to pay the clains of secured creditors, clains falling within

the priorities referred to in subsection (b)(1) and the

proporti onal share of the assets di shursed required by the

i qui dator to make equi val ent distribution to creditors of the

sane class of priority as policyholders in the event that the

associ ati on may have recei ved a di sbursenent of assets in excess

of that available to pay all creditors of the insolvent insurer

in the sane class of priority as policyholders. An associ ati on

shall return such assets to the cemmssioner LI QU DATOR when <—

needed upon its own initiative or upon denand of the

comm-ssioner LI QUI DATOR together with any i nvestnent i ncone <—

earned on the assets disbursed REI MBURSED. No bond shall be <—

requi red of any such associ ati on.

(5) The ecommssioner LI QU DATOR nay require reports to be <—

made by an associ ati on at such time and coveri ng such nmatters as

he may determne. A full report shall be nade by the associ ati on

to the comm-ssioener LI QUI DATOR when assets recei ved have been <—

di sbursed or the obligation of an association to pay covered

clains of the insolvent insurer has been fulfilled accounting

for all assets so di sbursed to the associ ati on, al

di sbursenents nmade therefrom any interest earned by the

associ ati on on such assets and any other matter as the court nay

direct.

(c) The ecommssioner—s LI QUI DATOR S proposal shall provide <—

for disbursenents to the associations in anmounts estimated to be

at |l east equal to the cl aimpaynments nade or to be nade thereby

for which such associ ati ons could assert a cl ai magai nst the

comm-ssioner LI QUI DATOR, and shall further provide that if the <—
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assets avail able for di sbursenent fromtine to tine do not equa

or exceed the anobunt of such clai m paynents made or to be nade

by the associ ati ons then di sbursenments shall be in the anpunt of

avai | abl e assets.

(d) Notice of such application shall be given to the

associ ations and to the conm ssi oners of insurance of each of

the states where the conpany is |licensed. Any such notice shal

be deened to have been gi ven when deposited in the United States

certified mails, first class postage prepaid, at least thirty

days prior to the subnm ssion of such application to the

Commpnweal th Court. Action on the applicati on nmay be taken by

the court provided the above required notice has been gi ven and

provided further that the comrssioners LI QU DATOR S proposal

conplies with subsection (b)(1) and (b)(4).

Secti on 537. Filing of Cains.--(a) Proof of all clains

shall be filed with the liquidator in the formrequired by

section 538 on or before the |last day for filing specified in

the notice required under section 524, EXCEPT THAT PROCOFS OF

CLAIM FOR CASH SURRENDER VALUES OR OTHER | NVESTMENT VALUES | N

LI FE | NSURANCE AND ANNUI TI ES NEED NOT BE FI LED UNLESS THE

LI QUI DATOR EXPRESSLY SO REQUI RES.

(b)Y For good cause shown, the |iquidator may permt a

claimant making a late filing to share in distributions, whether

past or future, as if he were not late, to the extent that any

such paynent will not prejudice the orderly adm ni strati on of

the |iquidation. Good cause shall include but shall not be

limted to the foll ow ng:

(1) that existence of clai mwas not known to the cl ai nmant

and that he filed his claimas pronptly thereafter as reasonably
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possi ble after | earning of it;

(2) that a transfer to a creditor was avoi ded under sections

528 through 530, or was voluntarily surrendered under section

531, and that the filing satisfies the conditions of section

531;

(3) that valuation under section 543 of security held by a

secured creditor shows a deficiency, which is filed within

thirty days after the val uati on; and

(4) that a claimwas conti ngent and becane absol ute, and was

filed as soon as reasonably possible after it becane absol ute.

(5) That the claimwas the claimof a quarantee associ ati on

for rei nbursenent of covered clains paid and/ or expenses

i ncurred, subsequent to the |ast day for filing where such

paynents were nade and expenses incurred as a result of

requi renents of | aw

(c) The liquidator may consider any claimfiled | ate which

is not covered by subsection (b), and pernmit it to receive

di stri butions which are subsequently decl ared on any cl ai ns of

the sane or lower priority if the paynent does not prejudice the

orderly admi nistration of the |liquidation. The late-filing

claimant shall receive, at each distribution, the sane

percentage of the anmount allowed on his claimas is then being

paid to other claimants of the sane priority plus the sane

percentage of the anmount allowed on his claimas is then being

paid to claimants of any lower priority. This shall continue

until his claimhas been paid in full.

Secti on 538. Proof of Caim--(a) Proof of claimshal

consi st of a statenent signed by the claimant that includes al

of the followi ng that are appli cabl e:

(1) the particulars of the claimincluding the consideration
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given for it;

(2) the identity and anpbunt of the security on the claim

(3) the paynents made on the debt, if any;

(4) that the sumclained is justly owing and that there is

no setoff, counterclai mor defense to the cl aim

(5) any right of priority of paynent or other specific right

asserted by the clai nants;

(6) a copy of witten instrunent which is the foundati on of

(7)) in the case of any third party clai mbased on a

liability policy issued by the insurer, a conditional rel ease of

the i nsured pursuant to section 540(a); and

(8) the nane and address of the clai mant and the attorney

who represents him if any.

No cl ai m need be considered or allowed if it does not contain

all the foregoing i nformati on which nay be applicable. The

li quidator may require that a prescri bed form be used, and nay

require that other infornati on and docunents be i ncl uded.

(b) At any tine the liquidator may request the claimant to

present informati on or evi dence suppl enentary to that required

under subsection (a) and nay take testi nony under oath, require

producti on of affidavits or depositions, or otherw se obtain

addi ti onal informati on or evi dence.

(c) No judgnent or order against an insured or the insurer

entered after the date of filing of a successful petition for

i qui dati on, and no judgnent or order agai nst an insured or the

i nsurer entered at any tine by default or by coll usi on need be

consi dered as evidence of liability or of guantum of danmnges.

(d) A claimof a guaranty associ ati on for rei nbursenent of

paynents nade for the paynents of covered clains and for
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expenses shall be in such formand contai n such substanti ati on

as nay be agreed to by the guaranty associ ati on and t he

i qui dator subject to review by the Commonweal th Court.

Section 539. Special dains.--(a) The claimof a third

party which is conti ngent only on his first obtaining a judgnent

agai nst the insured shall be considered and allowed as if there

were no such conti ngency.

(b)Y Any claimthat woul d have becone absolute if there had

been no term nati on of coverage under section 521, and whi ch was

not covered by insurance acquired to replace the term nated

coverage, shall be allowed as if the coverage had renmined in

effect, unless at | east ten days before the i nsured event

occurred either the clai mant had actual notice of the

term nation or notice was mailed to himas prescri bed by secti on

524(A) OR 525(a). If allowed the claimshall share in <—

di stri buti ons under section 544(f).

(c) Aclaimmy be allowed even if contingent, if it is

filed in accordance with section 537(b). It may be all owed and

may participate in all distributions declared after it is filed

to the extent that it does not prejudice the orderly

admi ni stration of the |iquidation.

(d) Cdains that are due except for the passage of tine shal

be treated as absolute clains are treated, except that such

clainse may be di scounted at the legal rate of interest.

(e) The treasurer of this State in his capacity as custodi an

of the worknen's conpensation security funds may file a claim

with the liquidator for all suns paid or to be paid fromthose

Section 540. Special Provisions for Third Party Cains.--(a)

VWhenever any third party asserts a cause of acti on agai nst an
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i nsured of an insurer in liguidation the third party may file a

claimwith the liquidator. The filing of the claimshall operate

as a release of the insured's liability to the third party on

that cause of action in the anount of the applicable policy

limt, but the liquidator shall also insert in any form used for

the filing of third party clains appropri ate | anquage to

constitute such a rel ease. The rel ease shall be null and void if

the i nsurance coverage i s avoi ded by the |i qui dator.

(b) Whether or not the third party files a claim the

insured nay file a claimon his own behalf in the |iquidation.

If the insured fails to file a claimby the date for filing

clains specified in the order of liquidation or within sixty

days after mailing of the notice required by section 524(a),

whi chever is |later, he shall be deened to be an unexcused | ate

(c) The liquidator shall nmake his reconmmendati ons to the

court under section 545 for the all owance of an insured's claim

under subsection (b) after considerati on of the probabl e outcone

of any pendi ng acti on agai nst the i nsured on which the claimis

based, the probabl e danages recoverable in the action, and the

pr obabl e costs and expenses of defense. Such recomrendati ons as

are not nodified by the court within a period of sixty days

foll ow ng subnmi ssion by the liquidator shall be treated by the

i qui dator as all owed reconmendati ons, subject thereafter to

| ater nodification or to rulings made by the court pursuant to

section 541. After all owance by the court, the |iquidator shal

wi t hhol d any di stributi ons payable on the claim pending the

outcone of litigation and negoti ation with the i nsured. \Wenever

it seens appropriate, he shall reconsider the claimon the basis

of additional infornmati on and anend his recommendati ons to the
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court. The court may anend its all owance as it thinks

appropriate. As clains against the insured are settled, the

claimant shall be paid fromthe anount wi thheld the sane

percentage distribution as was paid on other clains of |ike

priority, based on the |lesser of either: (i) the anpunt all owed

on the clains by the court, or (ii) the anpbunt actually

recovered fromthe insured by action or paid by agreenent plus

t he reasonabl e costs and expenses of defense. After all clains

are settled, any sumrenmni ning fromthe anount w thheld shal

revert to the undi stri buted assets of the insurer. Delay in

final payment under this subsection shall not be a reason for

unr easonabl e del ay of final distribution and di scharge of the

i qui dat or.

(d) In the event several clains founded upon one policy are

filed, whether by third parties or as clains by the i nsured

under this section, and the aggregate all owed anpunt of the

clainse to which the sane linmt of liability in the policy is

applicabl e exceeds that limt, then each claimas all owed shal

be reduced a proporti onate anpbunt so that the total equals the

policy limt. Clainmns by the insured shall be evaluated as in

subsection (c). If any insured' s claimis subsequently reduced

under subsection (c), the ampunt thus freed shall be apporti oned

ratably anpong the cl ai ns whi ch have been reduced under this

subsecti on.

Secti on 541. D sputed Clains.--(a) Wen a claimis denied

in whole or in part by the liquidator, witten notice of the

deterni nation shall be given to the claimant and his attorney by

first class mail at the address shown in the proof of claim

Wthin sixty days fromthe nmailing of the notice, the cl ai mant

may file his objections with the court. |If no such filing is
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made, the claimant may not further object to the deterni nation.

(b)Y Whenever objections are filed with the |liquidator, the

i qui dator shall ask the court for a hearing as soon as

practi cabl e and gi ve notice of the hearing by first class nni

to the claimant or his attorney and to any other persons

directly affected, not |less than ten nor nore than thirty days

before the date of the hearing. The matter nay be heard by the

court or by a court-appointed referee who shall submt findings

of fact along with his recommendati on.

Section 542. Cdains of Surety.--Wenever a creditor whose

claimagainst an insurer is secured, in whole or in part, by the

undert aki ng of another person, fails to prove and file that

claim the other person may do so in the creditor's nane, and

shall be subrogated to the rights of the creditor, whether the

claimhas been filed by the creditor or by the other person in

the creditor's nane, to the extent that he di scharges the

undertaking. In the absence of an agreenent with the creditor to

the contrary, the other person shall not be entitled to any

di stri bution, however, until the anount paid to the creditor on

the undertaki ng plus the distributions paid on the claimfrom

the insurer's estate to the creditor equals the anount of the

entire claimof the creditor. Any excess received by the

creditor shall be held by himin trust for such other person.

The term "ot her person,"” as used in this section is not intended

to apply to a quaranty associ ati on.

Section 543. Secured Creditor's C ains.--The val ue of any

security held by a secured creditor shall be determ ned in one

of the foll owi ng ways, as the court nmy direct:

(1) by converting the sane i nto noney according to the terns

of the agreenent pursuant to which the security was delivered to
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such creditor; or

(2) by agreenent, arbitration, conpronise or litigation

bet ween the creditor and the |i qui dator.

The determ nati on shall be under the supervi sion and control

of the court with due regard for the recommendati on of the

i qui dator. The anmount so determ ned shall be credited upon the

secured claim and any deficiency shall be treated as an

unsecured claim |If the clainmant shall surrender his security to

the |liquidator, the entire claimshall be allowed as if

unsecur ed.

Section 544. Order of Distribution.--The order of

distribution of claine fromthe insurer's estate shall be in

accordance with the order in which each class of clains is

herein set forth. Every claimin each class shall be paid in

full or adequate funds retai ned for such paynent before the

menbers of the next class receive any paynent. No subcl asses

shall be established within any cl ass.

(a) Debts due to enployes for services perforned to the

extent that they do not exceed one thousand dollars ($1,000) and

represent paynent for services perforned within one year before

the filing of the petition for liqguidation. Oficers and

directors shall not be entitled to the benefit of this priority.

Such priority shall be in lieu of any other simlar priority

whi ch may be authorized by |aw as to wages or conpensati on of

enpl oyes.

(b)Y The costs and expenses of adm nistration, including but

not limted to the followi ng; the actual and necessary costs of

preserving or recovering the assets of the insurer; conpensation

for all services rendered in the |iquidation; any necessary

filing fees; the fees and m | eage payable to w t nesses;
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reasonabl e attorney's fees; the expenses of a guar ant ee

associ ation in handling cl ains.

(c) Al clains under policies for | osses WHEREVER i ncurr ed,

including third party clains, and all clains against the insurer

for liability for bodily injury or for injury to or destructi on

of tangi bl e property which are not under policies, shall have

the next priority. All clainms under life insurance and annuity

policies, whether for death proceeds, annuity proceeds, or

i nvest nent val ues shall be treated as | oss clains. That portion

of any loss, indemification for which is provi ded by other

benefits or advantages recovered by the claimant, shall not be

included in this class, other than benefits or advant ages

recovered or recoverable in discharge of famlial obligati ons of

support or by way of succession at death or as proceeds of life

i nsurance, or as gratuities. No paynent nade by an enpl oyer to

his enpl oye shall be treated as a gratuity.

(d) d ains under nonassessabl e policies for unearned prenm um

or other prem umrefunds and cl ains of general creditors.

(e) Cdains of the Federal or any state or | ocal governnent.

Clains, including those of any governnental body, for a penalty

or forfeiture shall be allowed in this class only to the extent

of the pecuniary | oss sustained fromthe act, transacti on, or

proceedi ng out of which the penalty or forfeiture arose, with

reasonabl e and actual costs occasi oned thereby. The renmi nder of

such clainms shall be postponed to the class of clains under

subsection (Q).

(f) The foll owi ng clains:

(1) dains under section 539(b), to the extent that such

clains were di sall owed under that section.

(2) Cdains filed | ate.
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(3) Cdains or portions of clains, paynent of which is

provi ded by ot her benefits or advantages recovered by the

cl ai nant .

(g) Surplus or contribution notes, or sinmlar obligations,

and prem um refunds on assessable policies. Paynents to nenbers

of donestic nutual insurance conpanies shall be limted in

accordance with | aw

(h) The clains of sharehol ders or other owners.

5. Settlenent of the Estate

Secti on 545. Li qui dator's Recommendati ons to the Court.--(a)

The |iquidator shall review all clains duly filed in the

l'i qui dati on and shall nake such further investigation as he

shal|l deem necessary. He may conport, conprom se or in any other

manner negotiate the anobunt for which clains will be reconmended

to the court. Unresol ved di sputes shall be detern ned under

section 541. As soon as practicable, he shall present to the

court a report of the clains against the insurer with his

reconmendati ons. The report shall include the nane and address

of each claimant, the particulars of the claim and the anpunt

of the claimfinally recommended, if any.

(b)Y The court may approve, di sapprove, or nodify, the report

on clains by the |liquidator, except that the |iquidator's

agreenents with other parties shall be final and bi nding on the

court to the extent permtted by | aw. Such recomendati ons as

are not nodified by the court within a period of sixty days

foll ow ng subnmi ssion by the liquidator shall be treated by the

i qui dator as all owed reconmendati ons, subject thereafter to

| ater nodification or to rulings made by the court pursuant to

section 541. No clai munder a policy of insurance shall be

all owed for an anount in excess of the applicable policy limts.
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Secti on 546. Di stri bution of Assets.--Under the directi on of

the court, the liqguidator shall pay distributions in a nmanner

that will assure the proper recognition of priorities and a

r easonabl e bal ance between the expediti ous conpl eti on of the

i qui dati on and the protecti on of unli qui dated and undet ern ned

clains, including third party clains. D stribution of assets in

kind nmay be made at val uati ons set by agreenent between the

i qui dator and the creditor and approved by the court.

Secti on 547. Uncl ai nred and Wthheld Funds.--(a) Al

uncl ai ned funds subject to distribution rempnining in the

i quidator's hands when he is ready to apply to the court for

di scharge, including the anount distributable to any creditor,

shar ehol der, nenber or other person who i s unknown or cannot be

found, shall be deposited with the State Treasurer. Any anobunt

on deposit not clained within six years fromthe di scharge of

the |liquidator shall be deenmed to have been abandoned and shal

be escheated wi thout fornal escheat proceedi ngs and be deposited

with the General Fund. Any anounts barred shall becone the

property of the Commonweal th, and the State Treasurer shall at

the end of each fiscal year transfer the amount so barred to the

CGCeneral Fund for the use and operati on of |iquidation

pr oceedi ngs.

(b) Al funds withheld under section 540 and not distri buted

shal | upon di scharge of the |iquidator be deposited with the

State Treasurer and paid by himin accordance with secti on 540.

Any sunms renmi ni ng whi ch under section 540 would revert to the

undi stri buted assets of the insurer shall be transferred to the

State Treasurer and becone the property of the Commonweal th

under subsection (a), unless the comm ssioner in his discretion

petitions the court to reopen the |liquidati on under secti on 549.
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Section 548. Termnmi nati on of Proceedings.--(a) Wen al

assets justifying the expense of collection and distribution

have been coll ected and distri buted under this article, the

i quidator shall apply to the court for discharge. The court nay

grant the di scharge, and nmake any ot her orders deened

appropriate, including an order to transfer any remai ni ng funds

that are unecononic to distribute as may be deened appropri ate.

(b) Any other person nmay apply to the court at any tinme for

an order under subsection (a). |If the application is denied, the

applicant shall pay the costs and expenses of the liquidator in

resi sting the application, including a reasonable attorney's

f ee.

Secti on 549. Reopeni ng Li qui dation.--After the |iquidation

proceedi ng has been term nated and the |i qui dator di scharged,

the conm ssioner or other interested party may at any tine

petition the Conmmonwealth Court to reopen the proceedi ngs for

good cause, including the discovery of additional assets. If the

court is satisfied that there is justification for reopening, it

shall so order

Secti on 550. Di spositi on of Records During and After

Term nati on of Liquidation.--Wenever it shall appear to the

conmmi ssioner that the records of any insurer in process of

i quidati on or conpletely |liquidated are no | onger useful, he

may reconmend to the court what records should be retai ned for

future reference and what shoul d be destroyed.

Secti on 551. External Audit of the Receiver's Books.--The

Commpnweal th Court nmay, as it deens desirable, cause audits to

be nmade of the books of the conm ssioner relating to any

recei vership established under this article, and a report of

each audit shall be filed with the conmm ssioner and with the
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court. The books, records, and ot her docunents of the

recei vership shall be nade available to the auditor at any tine

wi t hout notice. The expense of each audit shall be considered a

cost of admi nistration of the receivership.

Secti on 552. Federal receivership.--(a) Wenever in the

conmmi ssioner's opinion, |liquidation of a donestic insurer or an

alien insurer donmiciled in this State would be facilitated by a

Federal receivership, and when any ground exi sts upon which the

conmmi ssi oner m ght petition the court for an order of

rehabilitation or |iquidati on under section 514 or section 519,

or if an order of rehabilitation or |iquidation has al ready been

entered, the conmm ssi oner may request another comm Ssi oner or

other willing resident of another state to petition any

appropri ate Federal District Court for the appoi ntnent of a

Federal receiver. The conm ssi oner shall have power to intervene

in any such action to support or oppose the petition, and shal

have power to accept appointnent as the receiver if he is so

desi gnated. So nuch of this act shall apply to the recei vership

as can be nade applicable and is appropriate. Upon noti on of the

commi ssi oner, the Conmpbnweal th Court shall relinquish al

jurisdiction over the insurer for purposes of rehabilitati on or

i qui dati on.

(b)Y |If the conm ssioner is appointed recei ver under this

section, he shall conply with any requirenents necessary to give

himtitle to and control over the assets and affairs of the

i nsurer.

(d) Interstate Rel ati ons

Secti on 553. Conservation of Property of Foreign or Alien

Insurers Found in This State.--(a) |If a domciliary |iquidator

has not been appoi nted, the conm ssioner nay apply to the
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Commpnweal th Court by verified petition for an order directing

hi mto conserve the property of an alien insurer not donmiciled

in this Commonwealth or a foreign i nsurer on any one or nore of

the foll owi ng grounds:

(1) any of the grounds in section 514;

(2) that any of its property has been sequestered by

official action in its domciliary state, or in any other state;

(3) that enough of its property has been sequestered in a

foreign country to gi ve reasonable cause to fear that the

insurer is or may becone insol vent; or

(4) that (i) its certificate of authority to do business in

this Commonweal th has been revoked or that none was ever issued,

and (ii) there are residents of this Commonwealth with

out standi ng cl ai ns or outstandi ng policies.

(b) The court may issue the order in whatever terns it shal

deem appropriate. The filing or recording of the order with the

recorder of deeds of Dauphin County shall inpart the sane notice

as a deed, bill of sale or other evidence of title duly filed or

recorded with that recorder of deeds woul d have i npart ed.

(c) The conservator nmay at any tinme petition for and the

court may grant an order under section 554 to |liquidate the

assets of a foreign or alien insurer under conservation, or, if

appropriate, for an order under section 556, to be appoi nted

ancillary receiver.

(d) The conservator nmay at any tinme petition the court for

an order term nati ng conservation of an insurer. |If the court

finds that the conservation is no | onger necessary, it shal

order that the insurer be restored to possession of its property

and the control of its business. The court may al so nake such

finding and i ssue such order at any tine upon noti on of any
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i nterested party.

Secti on 554. Li qui dati on of Property of Foreign or Alien

Insurers Found in This State.--(a) If no domciliary receiver

has been appoi nted, the conni ssioner may apply to the

Commpnweal th Court by verified petition for an order directing

himto liguidate the assets found in this Commpbnwealth of a

foreign insurer or an alien insurer not domciled in this

Commpnweal th, on any of the foll owi ng grounds:

(1) any of the grounds in section 514; or

(2) any of the grounds in section 553.

(b)Y If it shall appear to the court that the best interests

of creditors, policyholders and the public require, the court

may i ssue an order to liquidate in whatever terns it shall deem

appropriate. The filing or recording of the order with the clerk

of the Commpbnwealth Court shall inpart the sane notice as a

deed, bill of sale, or other evidence of title duly filed or

recorded with that recorder of deeds woul d have i npart ed.

(c) If adomciliary liquidator is appointed in a reciprocal

state while a liquidation is proceedi ng under this section, the

i qui dator under this section shall thereafter act as ancillary

recei ver under section 556. If a domciliary |liquidator is

appointed in a nonreciprocal state while a liquidation is

proceedi ng under this section, the |liquidator under this section

may petition the court for pernmi ssion to act as ancillary

recei ver under section 556.

(d) On the sane grounds as are specified in subsection (a),

t he conm ssi oner nay petition any appropri ate Federal district

court to be appointed receiver to liquidate that portion of the

i nsurer's assets and busi ness over which the court will exercise

jurisdiction, or any |l esser part thereof that the conm ssi oner
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DUE FROM AGENTS AND TO OBTAI N POSSESSI ON OF THE BOOKS, ACCOUNTS

AND OTHER RECORDS OF THE | NSURER LOCATED IN TH' S COVMONWEAL TH.

HE ALSO SHALL HAVE THE RIGHT TO RECOVER THE OTHER ASSETS OF THE

I NSURER LOCATED IN THI S COMVONVEALTH, SUBJECT TO SECTI ON 556.

(B) IF ADOMCILIARY LI QU DATOR | S APPO NTED FOR AN | NSURER

NOT DOM CILED I N A RECI PROCAL STATE, THE COMM SSI ONER OF THI' S

COMVONVWEALTH SHALL BE VESTED BY OPERATION OF LAWWTH THE TITLE

TO ALL OF THE PROPERTY, CONTRACTS AND RIGHTS OF ACTION, AND ALL

OF THE BOOKS, ACCOUNTS AND OTHER RECORDS OF THE | NSURER LOCATED

IN TH S COMVONVEALTH, AT THE SAME TI ME AND THAT THE DOM CI LI ARY

LI QU DATOR IS VESTED WTH TITLE I N THE STATE OF DOM CI LE. _THE

COW SSI ONER OF THI'S COVMONWEALTH NMAY PETITION FOR A

CONSERVATI ON OR LI QUI DATI ON ORDER UNDER SECTI ON 553 _OR 554, OR

FOR AN ANCI LLARY RECEI VERSHI P UNDER SECTI ON 556, OR AFTER

APPROVAL BY THE COVMONWEALTH COURT, MAY TRANSFER TITLE TO THE

DOM C LI ARY LI QUI DATOR, AS THE I NTERESTS OF JUSTI CE AND THE

EQUI TABLE DI STRI BUTI ON OF THE ASSETS REQUI RE.

By (€O dainmants residing in the Commonwealth may fil e <—

clainse with the liquidator or ancillary receiver, if any, in

this Commonwealth, or with the domiciliary liquidator, if the

domiciliary |law permts. The clains nust be filed on or before

the | ast date fixed for the filing of clains in the domciliary

| i qui dati on proceedi ngs.

{e¢) (D) Subject to the provisions of this section, the <—

ancillary receiver and his deputies shall have the sane powers

and be subject to the sane duties with respect to the

admi ni stration of assets as a liquidator of an insurer donicil ed

in this Conmbnweal t h.

Leh 1 : : w : I
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Section 556. Ancillary Formal Proceedings.--(a) |If a

domiciliary |liquidator has been appointed for an i nsurer not

domiciled in this Commpnweal th, the conmi ssioner may file a

petition with the Commonweal th Court requesting appoi nt nent as

ancillary receiver in this Conmonweal t h:

(1) if he finds that there are sufficient assets of the

insurer located in this Commonwealth to justify the appoi nt nent

of an ancillary receiver;
oy g L d ) hi Ly -
havi Lai ) he i i o kot

. ) ) : 1 ) ;
(3} (2) if the protection of creditors or policyholders in

this Conmonweal th so requires.

(b)Y The court may issue an order appointing an ancillary

receiver in whatever terns it shall deem appropriate. The filing

or recording of the order with the recorder of deeds of Dauphin

County shall inpart the sane notice as a deed, bill of sale or

ot her evidence of title duly filed or recorded with that

recorder of deeds woul d have i nparted.
o I orieil] i ouid I I ) L -
) I 4 I 1 ) ) L hi
Ly | I ) 2} shall| I I al

: hall- eable— | iquid : hei
: L I ol : Lai | |
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(©)_ VHEN A DOM CI LI ARY LI QUI DATOR HAS BEEN APPO NTED IN A <—

RECI PROCAL STATE, THEN THE ANCI LLARY RECEI VER APPO NTED IN TH' S

COVMONVEALTH UNDER SUBSECTI ON (A) SHALL HAVE THE SOLE RIGHT TO

RECOVER ALL THE ASSETS OF THE INSURER IN TH S COVMONVWEALTH NOT

ALREADY RECOVERED BY THE DOM CI LI ARY LI QUI DATOR. _THE ANCI LLARY

RECEI VER SHALL, AS SOON AS PRACTI CABLE, LI QUI DATE FROM THEI R

RESPECTI VE SECURI TI ES THOSE SPECI AL _DEPGSI T CLAI MS AND SECURED

CLAIMS VH CH ARE PROVED AND ALLOWED IN THE ANCI LLARY PROCEEDI NGS

IN THS COMVONVEALTH, AND SHALL PAY THE NECESSARY EXPENSES OF

THE PROCEEDI NGS. HE SHALL PROMPTLY TRANSFER ALL RENAI NI NG

ASSETS, BOCKS, ACCOUNTS AND RECORDS TO THE DOM CI LI ARY

LI QUI DATOR. SUBJECT TO THI S SECTI ON, THE ANCI LLARY RECEI VER AND

H S DEPUTI ES SHALL HAVE THE SAME POANERS AND BE SUBJECT TO THE

SAME DUTI ES WTH RESPECT TO THE ADM NI STRATI ON OF ASSETS AS A

LI QUI DATOR OF_ AN I NSURER DOM CILED IN TH' S COVMONWEAL TH.

(D) VHEN A DOM CI LI ARY LI QUI DATOR HAS BEEN APPO NTED IN THI S

COMVONVEALTH, ANCI LLARY RECEI VERS APPO NTED | N RECI PROCAL STATES

SHALL HAVE, AS TO ASSETS AND BOOKS, ACCOUNTS, AND OTHER RECORDS

I N THEI R RESPECTI VE STATES, CORRESPONDI NG RI GHTS, DUTI ES AND

PONERS TO THOSE PROVI DED | N SUBSECTI ON (C) FOR ANCI LLARY

RECEI VERS APPO NTED IN TH S COMVONVEALTH.

Section 557. Ancillary Sunmmary Proceedi ngs. --The

commi ssioner in his sole discretion nay institute proceedi ngs

under sections 510 through 513 at the request of the appropriate

i nsurance official of the domciliary state of any forei gn or

alien insurer having property located in this State.
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Section 558. C ains of Nonresidents Agai nst |nsurers

Domiciled in This State.--(a) |In a |liquidation proceedi ng begun

in this Conmmonweal th agai nst an i nsurer donmiciled in this

Commpnweal th, clainmants residing in foreign countries or in

states not reci procal states nust file clains in this

Commpnweal th, and clainants residing in reci procal states nay

file clainms either with the ancillary receivers, if any, in

their respective states, or with the domciliary liqguidator. In

reci procal states, where an ancillary recei ver has been

appoi nted, a guaranty association of that state nmust file its

claine with the ancillary receiver. Clains nust be filed on or

before the | ast dates fixed for the filing of clains in the

domiciliary |liquidati on proceedi ng.

(b)Y dains belonging to claimants residing in reciprocal

states may be proved either in the |iquidation proceeding in

this Commonwealth as provided in this article, or in ancillary

proceedings, if any, in the reciprocal states. If notice of the

clai mand opportunity to appear and be heard is afforded the

domiciliary liquidator of this Commonweal th as provided in

section 559(b) with respect to ancillary proceedings in this

Commpbnweal th, the final all owance of clains by the courts in

ancillary proceedings in reciprocal states shall be concl usive

as to anpunt and as to priority agai nst special deposits or

other security located in such ancillary states, but shall not

be conclusive with respect to priorities agai nst general assets

under secti on 544.

Section 559. Cdains of Residents Agai nst Insurers Donicil ed

in Reciprocal States.--(a) In a liquidation proceeding in a

reci procal state against an insurer donmiciled in that state,

clai mants agai nst the insurer who reside within this
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Commpnweal th may file clains either with the ancillary receiver

if any, in this Commonwealth, or with the donmiciliary

li quidator. Cains nust be filed on or before the | ast dates

fixed for the filing of clainms in the domciliary |iquidation

pr oceedi ng.

(b)Y dains belonging to claimants residing in this

Commpnweal th may be proved either in the domciliary state under

the law of that state, or in ancillary proceedings, if any, in

this Commonwealth. |If a claimant elects to prove his claimin

this Commonweal th, he shall file his claimwith the |i qui dator

in the nmanner provided in sections 537 and 538. The ancill ary

recei ver shall make his recommendati on to the court as under

section 545. He shall also arrange a date for hearing if

necessary under section 541 and shall qgive notice to the

liquidator in the domiciliary state, either by certified nail or

by personal service at |least forty days prior to the date set

for hearing. If the domciliary liquidator, within thirty days

after the giving of such notice, qgives notice in witing to the

ancillary receiver and to the clainmant, either by certified nai

or by personal service, of his intention to contest the claim

he shall be entitled to appear or to be represented in any

proceeding in this Commonweal th i nvol vi ng the adjudi cati on of

the clains. The final all owance of the claimby the courts of

this Commonweal th shall be accepted as concl usi ve as to anpunt

and as to priority agai nst speci al deposits or other security

|l ocated in this Commonweal t h.

Section 560. Attachnent, Garni shnent and Levy of

Execution.--During the pendency in this or any other state of a

i qui dati on proceedi nqg, whether called by that name or not, no

action or proceeding in the nature of an attachnment, garni shnent
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or |levy of execution shall be commenced or maintained in this

Commpnweal th agai nst the deli nquent insurer or its assets.

Secti on 561. Interstate Priorities.--(a) |In a liquidation

proceeding in this Conmonweal th i nvol ving one or nore reciprocal

states, the order of distribution of the domciliary state shal

control as to all clains of residents of this and reci procal

states shall be given equal priority of paynment from genera

assets regardl ess of where such assets are | ocat ed.

(b) The owners of special deposit clains agai nst an insurer

for which a liquidator is appointed in this or any other state

shall be given priority agai nst the special deposits in

accordance with the statutes governing the creati on and

mai nt enance of the deposits. If there is a deficiency in any

deposit, so that the clains secured by it are not fully

di scharged fromit, the claimants nmay share in the general

assets, but the sharing shall be deferred until general

creditors, and al so cl ai rants agai nst ot her special deposits who

have received snmall er percentages fromtheir respective speci al

deposits, have been paid percentages of their clains equal to

the percentage paid fromthe special deposit.

(c) The owner of a secured clai magai nst an i nsurer for

whi ch a |iquidator has been appointed in this or any other state

may surrender his security and file his claimas a general

creditor, or the claimmy be di scharged by resort to the

security in accordance with section 543, in which case the

deficiency, if any, shall be treated as a cl ai m agai nst the

general assets of the insurer on the sane basis as cl ai ns of

unsecured creditors.
) . hi hall I ‘g ) i ™ -
SECTI ON 562. SUBORDI NATI ON OF CLAI M5 FOR NON- COOPERATI ON. - - <—
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| F_ AN ANCI LLARY RECEI VER | N ANOTHER STATE OR FOREI GN COUNTRY,

VWHETHER CALLED BY THAT NAME OR NOT, FAILS TO TRANSFER TO THE

DOM C LIARY LIQU DATOR IN TH S COVMONVEALTH ANY ASSETS W THI N

H S CONTROL OTHER THAN SPECI AL DEPCSITS, DIM NI SHED ONLY BY THE

EXPENSES OF THE ANCI LLARY RECEIVERSHI P, |F ANY, THE CLAIMS FILED

N THE ANCI LLARY RECEI VERSHI P, OTHER THAN SPECI AL DEPOSI T_CLAI M5

OR SECURED CLAIMS, SHALL BE PLACED IN THE CLASS OF CLAI MS UNDER

SECTI ON 544(F).

© o0 N oo o A~ wWw N P

SECTI ON 563. CONSTI TUTI ONALI TY. --1 F_ANY PROVI SI ON OR CLAUSE

=Y
o

OF TH S ARTICLE OR THE APPLI CATI ON THEREOF TO ANY PERSON OR

=
=

SITUATION IS HELD INVALID, SUCH INVALI DI TY SHALL NOT AFFECT

=
N

OTHER PROVI SI ONS OR APPL| CATI ONS OF THE ARTICLE WH CH CAN BE

=
w

G VEN EFFECT W THOUT THE | NVALI D PROVI SI ON OR APPL| CATI ON, _ AND

H
o

TO THIS END THE PROVI SIONS OF TH S ARTI CLE ARE DECLARED TO BE

=Y
(63}

SEVERABLE.

SECTION 3. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.

=Y
(e}
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