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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 117435

I NTRODUCED BY STACK, COSTA, LOGAN AND FONTANA, NOVEMBER 30, 2007

REFERRED TO BANKI NG AND | NSURANCE, NOVEMBER 30, 2007

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 | 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 definitions,
for acting for or aiding nonadmtted insurers, for
requi renents for eligible surplus lines insurers, for other
nonadm tted insurers, for surplus lines |icensee's duty to
notify insured, for declarations, for surplus |ines advisory
organi zati ons, for evidence of insurance, for licensing of
surplus lines licensee, for surplus lines licensee's
accept ance of business from brokers, for records of surplus
lines licensees, for nmonthly reports, for surplus lines tax,
for tax on independently procured insurance, for suspension,
revocati on or nonrenewal of surplus lines |icensee's |icense
and for penalties; and providing for conpliance.

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

Section 1. Section 1602 of the act of May 17, 1921 (P.L.682,
No. 284), known as The Insurance Conpany Law of 1921, anended or
added Decenber 18, 1992 (P.L. 1519, No.178) and July 10, 2002
(P.L.749, No.110), is anended to read:



Section 1602. Definitions.--As used in this article the
foll owi ng words and phrases shall have the neanings given to
themin this section:

"Admitted insurer.”™ An insurer |licensed to do an insurance
busi ness in this Conmonweal t h.

"Busi ness entity." A corporation, a partnership, alinmted

liability conpany, a limted liability partnershi p, a busi ness

trust or any other entity doi ng busi ness other than as a natural

"Capital." The term as used in the financial requirenents
of section 1605, nmeans funds paid for stock or other evidence of
owner shi p.

"Conmm ssioner." The Insurance Conmm ssioner of the
Conmonweal t h.

"Departnent.” The Insurance Departnent of the Conmonweal t h.

"Eligible surplus Iines insurer.” A nonadmtted insurer with
which a surplus lines |icensee may place surplus |lines insurance
under section 1604.

"Export." To place surplus lines insurance with either a
nonadm tted insurer or an eligible surplus lines insurer in
accordance with this article.

"I ndependent|ly procured insurance.” Any insurance which a
resident of this Commonwealth directly negotiates with and
pur chases, continues or renews froma nonadm tted insurer
wi t hout securing the services of an insurance [agent, broker]
producer or surplus lines |icensee[, whether the agent or broker
hol ds a resident or nonresident |icense issued by the
departnment].

"l nsurance producer." A person that is |licensed to sell,

solicit or neqgotiate contracts of insurance with adnmtted
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insurers.

"Kind of insurance.” One of the types of insurance required
to be reported in the annual statenent which nust be filed with
t he departnent by admitted insurers.

"Nonadm tted insurer.”™ An insurer not authorized and not
licensed to do an insurance business in this Commonweal th. The
term i ncl udes insurance exchanges as authorized under the | aws

of vari ous st ates.

"Person." A natural person or business entity.

["Producing broker." The broker dealing directly with the
party seeking insurance. ]

"Purchasing group.” An entity forned to purchase liability
i nsurance under the Ri sk Retention Anendnents of 1986 (Public
Law 99-563, 100 Stat. 3170).

"Ri sk retention group.”™ An insurer organi zed to do busi ness
under the Risk Retention Amendnents of 1986 (Public Law 99-563,
100 Stat. 3170).

"Surplus.”™ The term as used in the financial requirenents
of section 1605, neans funds over and above liabilities and
capital of the conpany for the protection of its policyhol ders.

"Surplus lines insurance.” Any insurance of risks resident,
| ocated or to be perfornmed in this Coomonweal th, permtted to be
pl aced through a surplus lines |icensee with a nonadmtted
insurer eligible to accept such insurance, other than
rei nsurance, wet marine and transportation insurance,

i ndependently procured insurance, life [and health] insurance
and annuities and coverage obtained fromrisk retention groups
under the Ri sk Retention Amendnents of 1986 (Public Law 99-563,
100 Stat. 3170).

"Surplus lines licensee.” [An individual, partnership or
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corporation] A person licensed as a surplus Iines producer under

section 1615 to place surplus |lines insurance with nonadmtted
insurers eligible to accept such insurance.

"Wet marine and transportation insurance.” Any of the
fol | ow ng:

(1) Insurance upon vessels, crafts or hulls and of interests
therein or with relation thereto.

(2) Insurance of marine builder's risks, marine war risks
and contracts of marine protection and indemity insurance.

(3) Insurance of freights and di sbursenents pertaining to a
subj ect of insurance comng within this definition.

(4) Insurance of personal property and interest therein, in
the course of exportation fromor inportation into any country,
or in the course of transportation coastw se or on inland
wat ers, including transportation by |land, water or air from
point of origin to final destination, in connection with any and
all risks or perils of navigation, transit or transportation,
and while being prepared for and while awaiting shipnent, and
during any del ays, transshi pnment or reshipnent. |nsurance of
personal property and interests therein shall not be considered
wet marine and transportation insurance if:

(1) the property has been transported solely by | and;

(i1i) the property has reached its final destination as
specified in the bill of Iading or other shipping docunent; or

(ti1) the insured no longer has an insurable interest in the
property.

(5) Any insurance associated with transportati on of property

li sted under this definition.

"Witing producer." The insurance producer which brings

about or negoti ates contracts of insurance directly on behal f of
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t he consumer seeki ng i nsurance.

Section 2. Section 1603 of the act, added Decenber 18, 1992
(P.L.1519, No.178), is anended to read:

Section 1603. Acting for or Aiding Nonadmtted Insurers.--
(a) No person in this Comonwealth shall directly or indirectly
act as [agent] a producer for, or otherw se represent or aid on
behal f of another, any nonadmitted insurer in the solicitation,
negoti ati on, procurenent or effectuation of insurance, or
renewal s thereof, or forwarding of applications, or delivery of
policies or contracts or inspection of risks, or fixing of
rates, or investigation or adjustnment of clainms or |osses, or
collection or forwarding of prem uns, or in any other manner
represent or assist such insurer in the transaction of
i nsurance.

(b) If the nonadmitted insurer is not an eligible surplus
lines insurer and fails to pay a claimor loss within the
provi sions of the insurance contract, a person who assisted or
in any manner aided, directly or indirectly, in the procurenent
of the insurance contract shall be liable to the insured for the
full anpbunt payabl e under the provisions of the insurance
contract.

(c) This section does not apply to any of the follow ng:

(1) Surplus lines insurance if it is effected and witten
pursuant to this article.

(2) Insurance effected with a nonadm tted insurer pursuant
to sections 1606 and 1610.

(3) Transactions for which a certificate of authority to do
business is not required of an insurer under the insurance |aws
of this Commonweal t h.

(4) Reinsurance.
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(5) Wet nmarine and transportation insurance.

(6) Transactions subsequent to issuance of a policy not
covering domestic risks at tinme of issuance and lawfully
solicited, witten or delivered outside of this Comobnwealth.

(7) Transactions involving risk retention groups chartered
and |icensed outside of this Commonweal th.

Section 3. Section 1605 of the act, anmended July 10, 2002
(P.L.749, No.110), is anended to read:

Section 1605. Requirenments for Eligible Surplus Lines
Insurers.--(a) No surplus lines |icensee shall place any
coverage with a nonadm tted insurer unless, at the tine of
pl acenent, such nonadmitted insurer

(1) |Is of good repute and financial integrity.

(2) Qualifies under any of the follow ng subparagraphs:

(1) Has policyhol der surplus equal to or greater than two
times the mininmumcapital and surplus required to be fully
licensed in this Cormonwealth. Two (2) years fromthe effective
date of this article is granted to allow those nonadm tted
insurers which are eligible surplus lines insurers on the
effective date of this article to achieve this capital and
surplus requirenent. If an alien insurer, as defined by the act
of Decenber 10, 1974 (P.L.804, No.266), referred to as the Alien
I nsurer Donestication Law, it shall maintain in the United
States an irrevocable trust fund in either a national bank or a
menber of the Federal Reserve System in an anmount not |ess than
that currently required by the National Association of |Insurance
Conmmi ssioners' International Insurers Departnment or its
successor for the protection of all of its policyholders in the
United States, and such trust fund consists of cash, securities,

letters of credit or investnents of substantially the sane
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character and quality as those which are eligible investnents
for admtted insurers authorized to wite |ike kinds of

i nsurance in this Commonweal th. Such trust fund will be in
addition to the capital and surplus required in this
subpar agr aph and shall have an expiration date which at no tine
shall be less than five (5) years.

(ii) Is any Lloyd's or other simlar group of insurers which
i ncl udes uni ncorporated individual insurers that maintains a
trust fund of not less than fifty mllion ($50,000,000) dollars
as security to the full anpbunt thereof for all policyhol ders and
creditors in the United States of each nenber of the group. Such
trust funds shall |ikewi se conply with the terms and conditions
established in subparagraph (i) for alien insurers.

(ti1) Is an insurance exchange created by the | aws of
i ndi vi dual states that maintains capital and surplus or the
substanti al equival ent thereof of not less than fifteen mllion
($15, 000, 000) dollars in the aggregate. For insurance exchanges
whi ch maintain funds for the protection of all insurance
exchange policyhol ders, each individual syndicate shall naintain
m ni mum capi tal and surplus or the substantial equival ent
t hereof of not less than one mllion five hundred thousand
(%1, 500,000) dollars. In the event the insurance exchange does
not mai ntain funds for the protection of all insurance exchange
pol i cyhol ders, each individual syndicate shall neet the m ni num
capi tal and surplus requirenents of subparagraph (i).

(3) Has provided to the departnent a copy of its current
annual financial statement certified by such insurer, such
statement to be provided no nore than thirty (30) days after the
date required for filing an annual financial statenment inits

domciliary jurisdiction and which is either:
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(i) certified by the regulatory authority in the domcile of
the insurer; or

(i1i) certified by an accounting or auditing firmlicensed in
the jurisdiction of the insurer's domcile.

In the case of an insurance exchange, the statenent may be an
aggregate statenent of all underwiting syndicates operating
during the period reported.

(b) In addition to neeting the requirenments in subsection
(a), a nonadmtted insurer shall be an eligible surplus |ines
insurer if it appears on the nost recent list of eligible
surplus lines insurers published by the departnment fromtine to
time but at |east [semiannually] annually. Nothing in this
section shall require the departnent to place or maintain the
name of any nonadmitted insurer on the list of eligible surplus
lines insurers.

Section 4. Section 1606 of the act, added Decenber 18, 1992
(P.L.1519, No.178), is anended to read:

Section 1606. Oher Nonadmitted Insurers.--Only that
portion, not to exceed twenty-five per centum (25%, of any risk
eligible for export for which the full amount of coverage is not
procurable fromeither admtted insurers or eligible surplus
lines insurers may be placed with any other nonadm tted insurer
whi ch does not appear on the list of eligible surplus Iines
i nsurers published by the departnment pursuant to section 1605(b)
but nonet hel ess neets the requirenents set forth in section
1605(a) and any regul ati ons of the department. The surplus |ines
nonadm tted insurer which is not an eligible surplus Iines
insurer shall make a filing specifying the anount and percentage

of each risk along with a full explanation of why the risk could

20070S1174B1589 - 8 -



© 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

not be placed with admtted or eligible surplus Iines insurers
and nam ng the nonadmtted insurer with which placenent [is
i ntended] was nmade. At the tine of presenting a quotation to the

insured, the surplus lines |licensee shall present to the insured

or to the [producing broker] witing producer witten notice

that a portion of the insurance will be placed with such
nonadm tted insurer

Section 5. Sections 1608 and 1609 of the act, amended July
10, 2002 (P.L.749, No.110), are anended to read:

Section 1608. Surplus Lines Licensee's Duty to Notify
Insured.--At the time of presenting a quotation to the insured,
the surplus lines licensee shall present to the insured or to

the [producing broker] witing producer witten notice that the

i nsurance or a portion thereof involves placenent with

nonadmi tted insurers. The surplus lines |icensee shall, either

directly or through the [producing broker] witing producer,

give notice to the insured that:

(1) the insurer with which the |icensee places the insurance
is not |icensed by the Pennsyl vania Insurance Departnment and is
subject to its limted regul ation; and

(2) in the event of the insolvency of an eligible surplus
lines insurer, losses will not be paid by the Pennsylvani a
Property and Casualty I nsurance Guaranty Associ ati on.

Section 1609. Declarations.--(a) |In the case of each
pl acenent of insurance in accordance with this article:

(1) Wthin thirty (30) days after the surplus lines |icensee

has pl aced insurance with an eligible surplus lines insurer, the

[ produci ng broker] witing producer nust execute and forward to
the surplus lines licensee a witten statenent, in a form

prescri bed by the departnment, declaring that:

20070S1174B1589 - 9 -



(1) Adiligent effort to procure the desired coverage from
admtted insurers was made.

(1i) The insured was expressly advised in witing prior to
pl acenent of the insurance that:

(A) the insurer with whomthe insurance is to be placed is
not admitted to transact business in this Comonwealth and is
subject to limted regulation by the departnent; and

(B) in the event of the insolvency of the insurer, |osses
will not be paid by the Pennsylvania Property and Casualty
| nsurance Guaranty Associ ati on.

This witten declaration shall be open to public inspection.
(2) Wthin forty-five (45) days after insurance has been
placed in an eligible surplus lines insurer, the surplus |ines
licensee shall file with the departnment a witten declaration of

his | ack of know edge of how t he coverage coul d have been
procured fromadmtted insurers. The surplus lines |icensee
shall sinultaneously file the witten declaration of the

[ produci ng broker] witing producer, as set forth in paragraph
(1).

(3) In a particular transaction where the [produci ng broker]

witing producer and surplus lines |icensee are one in the sane

entity, [he] the witing producer or surplus lines |icensee

shal | execute both decl arati ons.

(b) Subsection (a) shall not apply to any insurance which
has been placed continuously with an eligible surplus lines
insurer for a period of at |east three (3) consecutive years
i mredi ately preceding the current placenent. However, within
forty-five (45) days after insurance has been placed with an
eligible surplus lines insurer, the surplus lines |icensee shal

file with the departnment his witten declaration on a form
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prescri bed by the departnent.

Section 6. Sections 1611, 1612 and 1614 of the act, added
Decenber 18, 1992 (P.L.1519, No.178), are anended to read:

Section 1611. Surplus Lines Advisory Organi zations.--(a) A
surplus |ines advisory organi zation of surplus lines |licensees
may be forned to:

(1) Facilitate and encourage conpliance by [its nenbers]

surplus lines licensees with the |laws of this Commpnweal th and

the rules and regul ations of the departnent relative to surplus
| i nes insurance.

(2) Provide neans for the exam nation, which shall remain
confidential, of all surplus Iines coverages witten by [its

menbers] surplus lines licensees to determ ne whether such

coverages conply with such [ aws and regul ati ons.
(3) Conmunicate with organi zations of admtted insurers with

respect to the proper use of the surplus |lines market.

(4) Receive and dissenmnate to [its menbers] surplus lines

(b) The functions of the organization shall in no way
suppl ant or delegate current regulatory authority of the
departnment to administer the provisions of this article.

(c) [Each such] An advisory organization shall file with the
departnent for approval:

(1) A copy of its constitution, its articles of agreenment or
association or its certificate of incorporation.

(2) A copy of its bylaws, rules and regul ati ons governi ng
its activities.

[(3) Acurrent list of its nmenbers.]

(4) The nanme and address of a resident of this Comobnweal th

upon whom noti ces or orders of the departnment or processes

20070S1174B1589 - 11 -
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issued at its direction may be served.

(5) An agreenment that the departnment may exam ne such
advi sory organi zation in accordance with the provisions of this
secti on.

(d) The departnent [shall, at |east once every four (4)

years] may, as necessary, nake or cause to be nade an
exam nation of each such advisory organi zation. The reasonabl e
cost of any such exam nation shall be paid by the advisory
or gani zati on upon presentation to it by the departnment of a
detai |l ed account of each cost. The officers, directors,
managers, agents and enpl oyes of such advisory organization may
be exam ned at any tinme, under oath, and shall exhibit al
books, records, accounts, docunments or agreenents governing its
nmet hod of operation. The departnent shall furnish two copies of
the exam nation report to the advisory organi zati on exam ned and
shall notify such organization that it may, within twenty (20)
days thereof, request a hearing on the report or on any facts or
recommendations therein. If the departnent finds such advisory
organi zati on or any menber thereof to be in violation of this
article, it may issue a cease and desist order requiring the
di sconti nuance of such violation and rmay i npose any ot her
penalties as set forth in this article.

(e) The department nmay contract with a surplus |ines
advi sory organi zation to render advice and assistance in
carrying out the purposes of this article. The services
performed by the advisory organi zati on pursuant to such contract
may be funded by a stanping fee assessed on each surplus |ines
pol i cyhol der whose policy is submtted to the advisory
organi zati on. The stanping fee shall be established by the board

of governors of the advisory organization, fromtinme to tine,
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and shall be subject to approval by the departnent.

(f) The advisory organization nmay submt reports and make
recommendations to the departnent regardi ng the financial
condition of any eligible surplus lines insurer. These reports
and recomrendati ons shall not be considered to be public
i nformati on or subject to any Federal or State freedom of
information |law. There shall be no liability on the part of nor
shall any cause of action of any nature be sustai ned agai nst
eligible surplus lines insurers, the advisory organization or
its menbers, agents, enployes, officers or directors or the
departnment or authorized representatives of the departnent for
statenments and any reports or reconmendati ons made by themin
good faith under this section.

(g) By order of the departnent, a surplus lines |icensee may

be conpelled to join the nenbership division of an advisory

organi zati on and attend educational senminars as a condition of

continued licensure under this article.

Section 1612. Evidence of Insurance.--(a) Upon placing
surplus lines insurance, the surplus lines |icensee shal
deliver to the insured or the [producing broker] witing

producer the contract of insurance. If the contract of insurance
is not imediately avail able, a cover note, binder or other

evi dence of insurance shall be delivered by the surplus |ines
licensee to the insured or the [producing broker] witing

producer and shall, at a mninmum show the description and
| ocati on of the subject of insurance, coverages, including any
material limtations other than those in standard forns, the
prem um and rate charged and taxes to be collected fromthe
i nsured, the name and address of the insured and the eligible

surplus lines insurer and other nonadm tted insurer involved
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under section 1606 and proportion of the risk assumed by each,
and the nane of the surplus lines |icensee.

(b) No surplus lines licensee shall bind or provide evidence
of insurance unless he has authority fromthe eligible surplus
lines insurer or other nonadmitted insurer to bind the risk or
has received information fromthe insurer in the regular course
of business that it has assumed the risk.

(c) |If, after delivery of any such evidence of insurance,
there is any change in the identity of the eligible surplus
lines insurer, or the proportion of the risk assuned by any
nonadm tted insurer, or any other material change in coverage as
stated in the surplus lines |icensee's original evidence of
i nsurance, or any other material change as to the insurance
coverage so evidenced, the surplus lines licensee shall pronptly
i ssue and deliver to the insured or to the original [producing

broker] witing producer an appropriate substitute for or

endorsenent of the original docunent accurately show ng the
current status of the coverage and the insurer responsible
t her eunder.

(d) Every evidence of insurance negotiated, placed or
procured under the provisions of this article issued by the
surplus lines licensee shall bear the nanme of the |icensee and
the follow ng I egend in 10-point type: "The insurer which has
i ssued this insurance is not |icensed by the Pennsyl vani a
I nsurance Departnment and is subject to limted regulation. This

i nsurance is NOT covered by the Pennsyl vania Property and

Section 1614. Effect of Paynment to Surplus Lines Licensee.--

A paynent of premumto the [producing broker] witing producer

or to a surplus lines licensee acting for a person other than
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hi msel f in negotiating, continuing or review ng any contract of
i nsurance under this article shall be deenmed to be paynent to
the insurer, whatever conditions or stipulations may be inserted
in the contract notw thstandi ng.

Section 7. Section 1615 of the act, anmended July 10, 2002
(P.L.749, No.110), is anended to read:

Section 1615. Licensing of Surplus Lines Licensee.--(a) No

[agent or broker] insurance producer licensed by the departnent

shall transact surplus lines insurance with any nonadmtted

i nsurer unless [such agent or broker] the insurance producer

i ssued by the departnent.

(b) The department shall issue a surplus |ines [agent's]

(1) Remtted the surplus lines producer license fee to the

depart nment.

(2) Submtted a properly conpleted surplus |ines producer

|icense application on a formsupplied by the departnent.

(3) Passed a qualifying exam nation approved by the
departnment, except that all holders of a license prior to the
effective date of this article shall be deened to have passed
such an exam nati on.

(c) [Corporations and partnerships shall be eligible to be
resident or nonresident surplus lines |icensees, upon the
foll ow ng conditions:

(1) The corporation or partnership licensee shall |ist al

20070S1174B1589 - 15 -



1 enployes, including at | east one active officer or partner, who
2 have satisfied the requirenments of this article to becone

3 surplus lines licensees.

4 (2) Only those enployes holding a certificate of eligibility
5 may transact surplus lines insurance.] Business entities that

6 are licensed as Pennsyl vani a i nsurance producers shall be

7 eligible to be surplus lines licensees, if the business entities
8 do all of the follow ng:

9 (1) Designate one or nore officers or partners licensed

10 wunder this article to be responsible for conpliance with al

11 reporting and recordkeeping required by this article.

12 (2) Provide to the departnent a list of all surplus lines

13 licensees associated wth and placing surplus |ines business

14 through the business entity. The business entity shall provide
15 to the departnent an updated list of licensees within five (5)
16 business days of a change in association of any |licensee. The

17 list shall be available at all tinmes for inspection by the

18 departnent.

19 (c.1) A nonresident person whose hone state issues surplus
20 lines licenses to residents of Pennsylvania on the sane basis
21 and who is licensed in Pennsylvania as a property and casualty
22 producer may be |licensed as a surplus lines producer if the
23 person does all of the follow ng:
24 (1) Is currently licensed as a surplus lines producer and is
25 in _good standing in its hone state.
26 (2) Has subnmitted a conplete application for a surplus |ines
27 license and has paid the required fees.
28 (3) Has submitted or transmitted to the departnent the
29 application for a surplus lines license subnitted in its hone

30 state or a conpleted uniform application that conplies with
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section 610-A of the act of May 17, 1921 (P.L.789, No.?285),

known as "The | nsurance Departnent Act of 1921."

(4) Has conplied with all of the provisions of Article VI-A

of "The | nsurance Departnent Act of 1921."

(d) Each surplus lines license shall [expire on the |ast day
of February of each year and shall be renewed before March 1 of
each year upon paynent of the annual fee, in conpliance with
ot her provisions of this section. Any surplus lines |icensee who
fails to apply for renewal of a |icense before expiration of the
current license shall pay a penalty of two tines the |icense fee
and be subject to other penalties as provided by | aw before his
license will be renewed.] be:

(1) |Issued as foll ows:

(i) Only in the name of the individual applicant or business

entity. A licensee doing business under a fictitious nane other

t han the nane appearing on the license shall be required to

notify the departnment in witing prior to use of the fictitious

nanme for the departnent's consent to use of the nane.

(ii) |In paper or electronic form

(iii) For a period not to exceed two (2) years. The

foll owi ng shall apply:

(A) The surplus lines license of a natural person shal

expire on the last day of the birth nonth of the |icensee. The

initial license cycle may vary to coincide with the expiration

cycle of the birth nonth.

(B) The surplus lines license of a business entity shal

expire on the last day of the nmonth in which the |icense was

originally issued.

(2) Nontransferable.

(e) A nonrefundable two hundred doll ar ($200) fee shal
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acconpany an application or renewal for a surplus lines |icense,

unl ess nodified by the departnent by requl ati on.

(f) The follow ng shall apply:

(1) A surplus lines licensee that allows the |icensee's

license to |lapse by failing to tinmely renew the |icense or by

failing to pay the fee required by this act may, within one year

of the |license renewal date, request the departnment to reinstate

the |license. Persons requesting reinstatenent shall pay a fee of

two tines the fee required by this act and may be subject to

other penalties as provided by | aw before the |license will be

r enewed.

(2) Persons requesting reinstatenent of a | apsed |icense

shall submt a conpleted renewal formand the fee required by

this act.

(3) The departnent shall reinstate a |license under this

subsection retroactively, with the rei nstatenent effective on

the date the license |apsed, if the departnment receives a

request for reinstatenent together with a conpl eted renewal

applicati on and paynent of the | apsed |license fee within sixty

(60) days after the |license | apsed.

(4) The departnent shall reinstate a |license under this

subsecti on prospectively, with reinstatenent effective on the

date that the license is reinstated, if the departnment receives

a request for reinstatenent of a |l apsed |license nore than sixty

(60) days after the license | apsed but within one year after the

i cense | apsed.

(5) |If a person applies for reinstatenent nore than one year

after the | apse date, the person nust reapply for the |license

under this act.

Section 8. Section 1616 of the act, added Decenber 18, 1992
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(P.L.1519, No.178), is anended to read:
Section 1616. Surplus Lines Licensees May Accept Busi ness

from [ Brokers] Insurance Producer.--A surplus lines |icensee may

originate surplus lines insurance or accept such insurance from

[any broker] an_insurance producer duly licensed as to the kind

or kinds of insurance involved, and the surplus lines |icensee

may conpensate [such broker therefor] the insurance producer.

Section 9. Section 1619 of the act, anmended July 10, 2002
(P.L.749, No.110), is anended to read:

Section 1619. Records of Surplus Lines Licensee.--(a) Each
surplus lines licensee shall keep in its office a full and true
record of each surplus lines insurance contract placed by or
through it, including a copy of the policy, certificate, cover
note or other evidence of insurance, show ng such of the
following items as may be applicabl e:

(1) Amount of the insurance and perils insured.

(2) Brief description of the risk insured and its |ocation.

(3) G oss prem um charged.

(4) Any return prem um paid.

(5) Rate of prem um charged for each risk insured.

(6) Effective date and terns of the contract.

(7) Nane and address of the insured.

(8) Nane and address of the eligible surplus lines insurer
and any nonadmitted insured involved pursuant to section 1606.

(9) Amount of tax and other suns to be collected fromthe
i nsur ed.

(10) ldentity of the [producing broker] witing producer,

any confirm ng correspondence fromthe insurer or its
representative and the application.

(11) A copy of the witten notice required by section [1408]
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1608.

(b) The record of each contract shall be kept open at al
reasonable tinmes to exam nation by the departnent w thout notice
for a period of not less than five (5) years follow ng
term nation of the contract.

(c) |If the surplus lines licensee is a natural person who is

associ ated with a business entity which is a valid surplus |ines

|i censee, the business entity with which the |licensee is

associ ated shall retain the records which are required by this

section to be kept by each surplus lines |icensee.

Section 10. Sections 1620, 1621 and 1622 of the act, added
Decenber 18, 1992 (P.L.1519, No.178), are anended to read:

Section 1620. Monthly Reports.--Wthin thirty (30) days
following the end of each nonth, each surplus lines |icensee
shall file with the departnment, on forns prescribed by the
departnment, a verified report [in duplicate] of all surplus
l'ines insurance transacted during the precedi ng nonth.

Section 1621. Surplus Lines Tax.--(a) There is hereby
levied a tax of three per centum (3% on all prem uns charged
for insurance which is placed with either an eligible surplus
lines insurer, other than a risk retention group, or other
nonadm tted insurer in accordance with this article, such taxes
to be based on the gross prem uns charged | ess any return
premuns. This tax shall be in addition to the full anount of
the gross prem um charged by the insurer for the insurance. The
tax on any unearned portion of the premiumshall be returned to
t he insured.

(b) Neither the surplus lines |icensee nor the [producing

broker] witing producer shall pay directly or indirectly such

tax or any portion thereof, either as an inducenent to the
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insured to purchase the insurance or for any other reason.
(c) The surplus lines licensee shall collect fromthe

i nsured or the [producing broker] witing producer the anount of

the tax at the tine of delivery of the initial policy, cover
note or other evidence of insurance or at such tine thereafter
as is reasonably consistent with normal credit ternms custonmary
in the business. Each surplus lines |licensee shall, on or before
January 31 of each year, file with the Departnent of Revenue a
report of all transactions involving the placenent of insurance
with either an eligible surplus Iines insurer or other

nonadm tted insurers during the previous cal endar year. The
report shall set forth the nane of the insured, identification
of the insurer, the type of insurance, gross prem uns charged

| ess any return premuns allowed and the tax due as provided in
this section. The remttance for the taxes due shall acconpany
this report. Such report shall be nade on forns prescribed and
furni shed by the Departnent of Revenue. A copy of the report
shall be filed with the [comm ssioner] departnent by the surplus

lines licensee. A surplus lines |licensee that is a busi ness

entity licensee which files the annual premumtax return with

t he Department of Revenue shall include in its return the

prem um t axes generated during the year subject to reporti ng by

all |licensees associated with said business entity during the

reporti ng peri od.

(d) In the event that a placenent of insurance involves
subj ects of insurance resident, |located or to be perfornmed in
one or nore states other than this Conmmonweal th, then the
prem um taxes provided for in this section shall be levied only
on that portion of the prem umreasonably ascribable to that

portion of the risk situated in this Commonweal t h.
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(e) Wth respect to insurance placed with or issued by a
risk retention group which is an eligible surplus lines insurer,
there is hereby levied a tax of two per centum (2% on al
prem uns charged for risks resident, |ocated or to be perforned
in this Cormonweal th. The risk retention group shall be
responsi bl e for the paynment of the taxes levied in this article
in accordance with procedures set forth in Article XV.

(f) The settlenment and resettlenment of taxes inposed by this
article, including the granting of extensions of tine to file
reports and the rights of the taxpayers to present and prosecute
a petition for resettlenent, a petition for review or an appeal
to court or to file a petition for refund and the inposition of
interest and penalties, shall be governed by the provisions of
the act of March 4, 1971 (P.L.6, No.2), known as the "Tax Reform
Code of 1971," as approved in the case of capital stock and
franchi se taxes.

Section 1622. Tax on I ndependently Procured |Insurance.--The
tax provided by section 1621(a) is inposed upon an insured who
i ndependent|ly procures insurance on a subject of insurance
resident, located or to be perfornmed in this Comonwealth from a
nonadm tted insurer or continues or renews such independently
procured insurance. The insured shall, within thirty (30) days
after the date when such insurance was independently procured,
continued or renewed, report such transaction on forns
prescri bed by the Departnment of Revenue. This report shall set
forth the information required of surplus lines |icensees as
required in section 1621(c). The tax of three per centum (3%
shall be paid on the date the report is due as provided in this
section. If the independently procured insurance covers risks

resident, located or to be perforned in one or nore states other
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than this Conmonweal th, the prem umtaxes shall be prorated in
accordance with provisions in section 1621(d). A copy of such
report shall be filed with the [comm ssioner] departnent by the
i nsur ed.

Section 11. Section 1623 of the act, anmended July 10, 2002
(P.L.749, No.110), is anended to read:

Section 1623. Suspension, Revocation or Nonrenewal of
Sur pl us Lines Licensee's License.--The departnent may suspend,
revoke or refuse to renew the license of a surplus |ines
Iicensee after notice and a hearing, as provided under the
appl i cabl e provision of the laws of this Comonweal th, upon any
one or nore of the foll ow ng grounds:

(3) dosing of the surplus lines licensee's office for a
period of nmore than thirty (30) business days, unless perm ssion
is granted by the departnent.

(4) Failure to make and file required reports.

(5) Failure to transmt required tax on surplus |ines
prem uns.

(7) Failure to remt premuns due insurers or return
prem uns due insureds in the normal course of business and
wi thin reasonable tine limts.

(8) Violation of any provision of this article.

(9) For any other cause for which an insurance [agent's or
broker's] producer's license could be denied, revoked or
suspended or refused upon renewal .

Section 12. Section 1625 of the act, added Decenber 18, 1992
(P.L.1519, No.178), is anended to read:

Section 1625. Penalties.--(a) Any surplus lines |icensee

who, in this Conmonweal th, represents or aids a nonadmtted

insurer in violation of this article conmts a m sdemeanor of
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the third degree and shall, upon conviction, be sentenced to pay

a fine of not nore than [one thousand ($1,000)] two thousand

(b) In addition to any other penalty provided for in
subsection (a) or otherw se provided by |aw, including any
suspensi on, revocation or refusal to renew a |license, any
person[, firm association or corporation] violating any
provision of this article shall be liable to a civil penalty not

exceedi ng [one thousand ($1,000)] tw thousand ($2,000) dollars

for the first offense and not exceeding [two thousand ($2,000)]

four thousand ($4,000) dollars for each succeedi ng of fense.

(c) The penalties in this section are not excl usive
remedi es. Penalties nmay al so be assessed under the act of July
22, 1974 (P.L.589, No.205), known as the "Unfair Insurance

Practices Act," and any other applicable statute.
Section 13. The act is anended by adding a section to read:

Section 1626. Conpliance.--Nothing in this act shall relieve

a surplus lines licensee involved in any transacti on from

conpliance with this act or its predecessor acts.

Section 14. This act shall take effect in 60 days.
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