PRI OR PRI NTER S NOS. 3193, 3657 PRI NTER S NO. 3959

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2535 5%

I NTRODUCED BY CGRUI TZA AND COLAFELLA, FEBRUARY 2, 1994

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
JUNE 20, 1994

OCO~NOUITARWNE

AN ACT

Amendi ng the act of May 17, 1921 (P.L.682, No.284), entitled "An
act relating to insurance; anending, revising, and
consolidating the I aw providing for the incorporation of
i nsurance conpani es, and the regul ati on, supervision, and
protection of hone and foreign insurance conpani es, LI oyds
associ ations, reciprocal and inter-insurance exchanges, and
fire insurance rating bureaus, and the regul ati on and
supervi sion of insurance carried by such conpani es,
associ ations, and exchanges, including insurance carried by
the State Workmen' s | nsurance Fund; providing penalties; and
repealing existing laws," further providing for the paynent
of certain fire | oss clains.

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

Section 1. Section 508 of the act of May 17, 1921 (P.L.682,
No. 284), known as The Insurance Conpany Law of 1921, added July
9, 1992 (P.L.678, No.98), is anended to read:

Section 508. Minicipal Certificate Required Prior to Paynent
of Fire Loss Clainms.--(a) No insurance comnpany, association or
exchange doi ng business in this Conmonwealth shall pay a claim
of a named insured for fire damage to a structure located within

a municipality where the anmount recoverable for the fire loss to
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the structure under all policies exceeds [five thousand dollars

(%5, 000)] seven thousand five hundred dollars ($7,500) unless

t he i nsurance conpany, association or exchange is furnished with
a certificate pursuant to subsection (b) of this section and
unl ess there is conpliance with the procedures set forth in
subsections (c) and (d) of this section.

(b) (1) The nunicipal treasurer shall, upon the witten
request of the named insured specifying the tax description of

the property, nanme and address of the insurance conpany,

associ ation or _exchange and the date agreed upon by the

i nsurance conpany, association or exchange and the naned i nsured
as the date of the receipt of a [proof of] loss report of the

claim furnish the [named insured] insurance conpany,

associ ati on or exchange either of the follow ng[, which shal

then be supplied by the naned insured to the conpany,

associ ation or exchange] within fourteen working days of the

(1) a certificate, or at the discretion of the nmunicipality,

a verbal notification which shall be confirned in witing by the

insurer to the effect that, as of the date specified in the
request, there are no delinquent taxes, assessnents, penalties
or user charges against the property and that, as of the date of

the treasurer's certificate or verbal notification, no

muni ci pality has certified any amount as total costs incurred by
the municipality for the renoval, repair or securing of a
bui l ding or other structure on the property; or

(i1i) a certificate and bill showi ng the anpbunt of delinquent
t axes, assessnments, penalties and user charges against the
property as of the date specified in the request that have not

been paid as of the date of the certificate and al so show ng, as
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of the date of the treasurer's certificate, the amount of the
total costs, if any, certified to the treasurer that have been
incurred by a nunicipality for the renoval, repair or securing
of a building or other structure on the property. For the

pur poses of this subclause, the nmunicipality shall certify to
the treasurer the total amount, if any, of such costs. A tax,

assessnent, penalty or user charge becones deli nquent at the

tinme and on the date a lien could otherw se have been fil ed

agai nst the property by the nunicipality under applicable | aw.

(2) (i) Upon the receipt of a certificate pursuant to
clause (1)(i) of this subsection, the insurance conpany,
associ ation or exchange shall pay the claimof the named insured
in accordance with the policy terns, unless the | oss agreed to
bet ween the naned i nsured and the conpany, association or
exchange equal s or exceeds sixty per centum (60% of the
aggregate limts of liability on all fire policies covering the
buil ding or other structure. In the case of such a |oss, the
i nsurance conpany, association or exchange, the insured property
owner and the nunicipality shall follow the procedures set forth
in subsections (c) and (d) of this section.

(i) Upon the receipt of a certificate and bill pursuant to
clause (1)(ii) of this subsection, the insurance conpany,
associ ation or exchange shall return the bill to the treasurer
and transfer to the treasurer an anount fromthe insurance
proceeds necessary to pay the taxes, assessnents, penalties,
charges and costs as shown on the bill. The municipality shal
recei ve the amount and apply or credit it to paynent of the
items shown in the bill

(c) Wen the loss agreed to between the nanmed insured and

t he conpany, association or exchange equal s or exceeds sixty per
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centum (60% of the aggregate limts of liability on all fire
policies covering the building or other structure, the insurance
conmpany, association or exchange shall transfer fromthe

i nsurance proceeds to the designated officer of the nmunicipality

in the aggregate [one thousand dollars ($1,000) for each twenty

t housand dol | ars ($20,000)] two thousand dollars ($2,000) for

each fifteen thousand dollars ($15,000) and each fraction of

that anount of a claim or, if at the time of a [proof of |oss
agreed to between the nanmed insured and the insurance conpany,

associ ation or exchange] |oss report the naned i nsured has

submtted a contractor's signed estimate of the costs of
removi ng, repairing or securing the building or other structure

in an anpunt | ess than the anpunt cal cul ated under the foregoing

transfer fornula, the insurance conpany, association or exchange

shall transfer fromthe insurance proceeds the anount specified
in the estimate. The transfer of proceeds shall be on a pro rata
basis by all conpani es, associ ations or exchanges insuring the
bui l di ng or other structure. Policy proceeds remaining after the
transfer to the municipality shall be [on a pro rata basis by
all conpani es, associations or exchanges insuring the building
or other structure. Policy proceeds renmaining after the transfer
to the municipality shall be] disbursed in accordance with the
policy terms. The naned insured may submt a contractor's signed
estimate of the costs of renpbving, repairing or securing the
buil ding or other structure after the transfer, and the
designated officer shall return the anmount of the fund in excess
of the estimate to the naned insured if the nunicipality has not
commenced to renove, repair or secure the building or other
structure. This subsection only applies to nunicipalities that

have adopted an ordi nance authorizing the procedure described in
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subsections (c) and (d) of this section and applies only to fire
| osses that occur after the adoption of the ordinance. The

ordi nance shall designate the officer authorized to carry out
the duties of this section.

(d) Upon receipt of proceeds by the municipality as
authorized by this section, the designated officer shall place
the proceeds in a separate fund to be used solely as security
agai nst the total cost of renoving, repairing or securing
incurred by the nunicipality. Wien transferring the funds as
required in subsection (c) of this section, an insurance
conpany, association or exchange shall provide the municipality
with the nane and address of the naned insured, whereupon the
muni ci pality shall contact the naned insured, certify that the
proceeds have been received by the nmunicipality and notify the
named i nsured that the procedures under this subsection shall be
foll owed. The fund shall be returned to the nanmed i nsured when
repairs, renoval or securing of the building or other structure
have been conpl eted and the required proof received by the
designated officer if the nmunicipality has not incurred any
costs for repairs, renoval or securing. If the nunicipality has
incurred costs for repairs, renoval or securing of the building
or other structure, the costs shall be paid fromthe fund, and,
if excess funds remain, the nmunicipality shall transfer the
remai ni ng funds to the naned insured. Nothing in this section
shall be construed to limt the ability of a nunicipality to
recover any deficiency. Further, nothing in this subsection
shall be construed to prohibit the nmunicipality and the naned
insured fromentering into an agreenment that permts the
transfer of funds to the naned insured if some other reasonable

di sposition of the damaged property has been negoti at ed.
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(e) Proof of paynent by the insurance conpany, association
or exchange of proceeds under a policy in accordance with
subsection (c) of this section is conclusive evidence of the
di scharge of its obligation to the insured under the policy to
the extent of the paynent and of conpliance by the conpany,
associ ation or exchange with subsection (c) of this section.

(f) Nothing in this section shall be construed to nake an
i nsurance conpany, association or exchange liable for any anount
i n excess of proceeds payable under its insurance policy or for
any ot her act performed pursuant to this section or to nmake a
muni ci pality or public official an insured under a policy of
i nsurance or to create an obligation to pay delinquent property
taxes or unpaid renoval liens or expenses other than as provided
in this section.

(g) An insurance conpany, association or exchange naking
paynents of policy proceeds under this section for delinquent
taxes or structure renoval liens or renoval expenses incurred by
a municipality shall have a full benefit of such paynent,
including all rights of subrogation and of assignnent.

(h) Subsections (a) and (b) of this section shall apply only

to municipalities that have adopted an ordi nance authori zing the

procedure set forth in subsections (a) and (b) and only to fire

| osses that occur after the effective date of the ordi nance.

(i) Wien an ordinance is first passed or adopted by a

muni ci pal ity under subsections (a) and (b) of this section or

subsections (c) and (d) of this section, or both, an exact copy

of the ordi nance shall be filed with the Departnment of Conmunity

Affairs together with the nane, position and phone nunber of the

muni ci pal official responsible for conpliance with this section.

Each munici pality enacti ng an ordi nance under this section shal
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1 supply the information required by this subsection to the
2 Departnent of Conmmunity Affairs as part of the inplenentation of
3 its ordinance. THE DEPARTMENT OF COVWUNI TY AFFAI RS SHALL <—
4 PER ODI CALLY PRODUCE A REG STER LI STI NG THOSE MUNI Cl PALI TI ES
5 FILING THE ORDINANCE. THI S REQ STER SHALL BE MADE AVAI LABLE TO
6 | NSURANCE COVPANIES AT M NI MUM COST. An insurance conpany,
7 association or exchange shall not be required to conply with any
8 nunicipal ordinance if the nunicipality fails to provide a copy
9 of the ordinance to the Departnent of Community Affairs.
10 (1) The term"nunicipality," as used in this section, shal
11 nean any city, borough, town, township or hone rule
12 nunicipality. The term"treasurer," as used in this section,
13 shall nean an elected treasurer or other appropriate nunicipal
14 officer authorized to collect real property taxes.
15 [(h)] (K) This section shall be liberally construed to
16 acconplish its purpose to deter the conm ssion of arson and
17 related crines, to discourage the abandonnment of property and to
18 prevent urban blight and deterioration.
19 Section 2. This act shall take effect +mrediately IN 90 <—
20 DAYS
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