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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1025 *5n”

I NTRODUCED BY ZEARFCOSS, LEHR, CHECCH O AND PERRI, MAY 29, 1973

REFERRED TO COVWM TTEE ON CONSUMER PROTECTI ON, MAY 29, 1973
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AN ACT
Providing for the licensing of insurance prem um finance
conpani es; inposing powers and duties on the Secretary of

Banki ng; establishing charges and providing penalties.

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

Section 1. Application.--The provisions of this act shall
not apply with respect to:

(1) Any insurance conpany |icensed to do business in this
Commonweal t h.

(2) Any bank, bank and trust conpany, savings bank, building
or savings and | oan association, or credit union authorized to
do business in this Commonweal th, or any national banking
institution or Federal savings and | oan association incorporated
under the laws of the United States and | ocated within this
Commonweal t h.

(3) The inclusion of a charge for insurance in connection
with an installnment sale of a notor vehicle nmade in accordance
with the act of June 28, 1947 (P.L.1110, No.476), known as the

"Mot or Vehicle Sales Finance Act."
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(4) The financing of insurance premuns in this
Conmonweal t h.

Section 2. Definitions.--As used in this act:

(1) "lnsurance prem um finance conpany” means a person
engaged in the business of entering into prem umfinance
agr eenent s.

(2) "Premiumfinance agreenent” nmeans an agreenent by which
an insured or prospective insured promses to pay to a prenm um
fi nance conpany the anount advanced or to be advanced under the
agreenent to an insurer or to an insurance agent or broker in
paynent of prem uns on an insurance contract together with a
service charge as authorized and limted by this act.

(3) "Licensee" neans a prem um finance conpany hol ding a
i cense issued under this act.

(4) "Person" includes an individual, partnership,
associ ation, business corporation, nonprofit corporation, conmon
| aw trust, joint-stock conpany or any other group of individuals
however organi zed.

(5) "Secretary" nmeans the Secretary of Banking of this
Conmonweal t h.

Section 3. Licenses.--(a) No person shall engage in the
busi ness of financing insurance premuns in this Commonweal t h
wi thout first having obtained a |icense as a prem um finance
conpany fromthe secretary. Any person who shall engage in the
busi ness of financing insurance premuns in this Conmmonweal t h
wi thout obtaining a |license as provi ded hereunder shall be
guilty of a m sdenmeanor and upon conviction shall be puni shed by
a fine of not nore than one thousand dollars ($1,000), or by
i mpri sonnment for not nore than one year, or both.

(b) The annual license fee is two hundred dollars ($200).
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Li censes may be renewed fromyear to year as of the first day of
July of each year upon paynent of the fee of two hundred dollars
($200). The fee for the license shall be paid to the secretary.

(c) The person to whomthe license or the renewal thereof
may be issued shall file sworn answers subject to the penalties
of perjury to such interrogatories as the secretary may require.
The secretary shall have authority at any tinme to require the
applicant fully to disclose the identity of all stockhol ders,
partners, officers and enpl oyes and he may in his discretion
refuse to issue or renew a license in the nane of any firm
partnership or corporation if he is not satisfied that any
of ficer, enploye, stockholder, or partner thereof who may
materially influence the applicant's conduct neets the standards
of this act.

Section 4. Action by Secretary on Application.--(a) Upon the
filing of an application and the paynent of the license fee, the
secretary shall make an investigation of each applicant and
shall issue a license if the applicant is qualified in
accordance with this act. If the secretary does not so find, he
shall, within thirty days after he has received such
application, at the request of the applicant, give the applicant
a full hearing.

(b) The secretary shall issue or renew a |icense as nmay be
applied for when he is satisfied that the person to be |licensed
(1) is conpetent and trustworthy and intends to act in good
faith in the capacity involved by the license applied for; (ii)
has a good business reputation and has had experience training
or education so as to be qualified in the business for which the
license is applied for; and (iii) if a corporation is a

corporation incorporated under the laws of this Commonweal th or
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a foreign corporation authorized to transact business in this
Conmonweal t h.

Section 5. Revocation and Suspension of Licenses.--(a) The
secretary nmay revoke or suspend the license of any prem um
fi nance conpany when and if after investigation it appears to
the secretary that (i) any license issued to such conpany was
obtained by fraud; (ii) there was any nisrepresentation in the
application for the license; (iii) the holder of such license
has ot herwi se shown hinsel f untrustworthy or inconpetent to act
as a premum finance conpany; or (iv) such conpany has viol ated
any of the provisions of this act.

(b) Before the secretary shall revoke, suspend, or refuse to
renew the license of any prem um finance conpany, the aggrieved
person shall be entitled to a hearing in accordance with
sections 31 through 36 of the act of June 4, 1945 (P.L. 1388,

No. 442), known as the "Adm nistrative Agency Law." In |lieu of
revoki ng or suspending the license for any of the causes
enunerated in this section, after hearing as herein provided,
the secretary may subject such conpany to a penalty of not nore
than two hundred dollars ($200) for each of fense when in his

j udgnment he finds that the public interest would not be harned
by the continued operation of such conmpany. The anount of any
such penalty shall be paid by such conpany to the secretary.

(c) |If the secretary refuses to issue to any person, a
license as a prem um finance conpany, or he revokes, suspends or
refuses to renew the license of any prem um finance conpany or
he i nmposes a penalty on such conpany, after a hearing as
provi ded under subsection (b), the applicant or |icensee may
appeal from such refusal to issue a |icense or from such

adj udi cation in accordance with sections 41 through 46 of the
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"Adm ni strative Agency Law. "

Section 6. Books and Records.--(a) Every licensee shal
mai ntain records of its prem umfinance transactions and the
said records shall be open to exam nation and investigation by
the secretary. The secretary may at any tinme require any
licensee to bring such records as he may direct to the
secretary's office for exam nation.

(b) Every licensee shall preserve its records of such
prem um fi nance transactions including cards used in a card
system if any, for at least two years after naking the final
entry in respect to any prem um finance agreenent. The
preservation of records in photographic formshall constitute
conpliance with this requirenent.

Section 7. Power to Make Rul es.--The secretary shall have
authority to make and enforce such reasonabl e rul es and
regul ati ons as nmay be necessary in nmaking effective the
provi sions of this act but such rules and regul ati ons shall not
be contrary to nor inconsistent with the provisions of this act.

Section 8. Formof Prem um Fi nance Agreenent.--(a) A prem um
fi nance agreenent shall:

(1) Be dated, signed by or on behalf of the insured, and the
printed portion thereof shall be in at |east eight-point type;

(2) Contain the nanme and pl ace of business of the insurance
agent negotiating the related insurance contract, the nane and
resi dence or the place of business of the insured as specified
by him the nane and place of business of the prem umfinance
conpany to which paynents are to be nade, a description of the
i nsurance contracts involved and the anount of the prem um
t herefor; and

(3) Set forth the following itenms where applicabl e:
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(i) the total anount of the prem uns,

(i1i) the anpunt of the downpaynent,

(iti1) the principal balance (the difference between itens
(i) and (ii),

(iv) the anpbunt of the service charge,

(v) the bal ance payable by the insured (sumof itens (iii)
and (iv)), and

(vi) the nunber of installnents required, the amobunt of each
i nstal |l nent expressed in dollars, and the due date or period
t her eof .

(b) The itens set out in clause (3) of subsection (a) need
not be stated in the sequence or order in which they appear in
such cl ause, and additional itens nmay be included to explain the
conmput ati ons made in determ ning the anount to be paid by the
i nsur ed.

Section 9. Maxi mum Service Charge.--(a) A prem um finance
conpany shall not charge, contract for, receive, or collect a
service charge other than as permtted by this act.

(b) The service charge is to be conputed on the bal ance of
the prem uns due, after subtracting the downpaynent nade by the
insured in accordance with the prem um finance agreenent, from
the effective date of the insurance coverage, for which the
prem uns are bei ng advanced, to and including the date when the
final installnment of the prem umfinance agreenent is payable.

(c) The service charge shall be a maxi mum of nine dollars
($9) per one hundred dollars ($100) per year plus an additional
charge of ten dollars ($10) per prem um finance contract which
need not be refunded.

(d) Notw thstanding the provisions of any prem um finance

agreenent, any insured nmay prepay the obligation in full at any
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time. In such event he shall receive a refund credit. The anount
of such refund credit shall represent at |east as great a
proportion of the service charge as the sum of the periodic

bal ances after the nonth in which prepaynent is nade bears to
the sum of all periodic balances under the schedul e of

install nments in the agreenent. \Were the anount of the refund
credit is less than one dollar ($1), no refund need be nmade. If
in addition to the service charge an additional charge was

i nposed, such additional charge need not be refunded, nor taken
into consideration in conputing the refund credit.

Section 10. Delinquency and Cancel |l ati on Charges.--A prem um
fi nance agreenment may provide for the paynent by the insured of
t he del i nquency charge of one dollar ($1) to a maxi mum of five
per cent of the delinquent installnment but not to exceed five
dollars ($5) on any installnent which is in default for a period
of five days or nore. If the default results in the cancellation
of any insurance contract listed in the agreenent, the agreenent
may provide for the paynent by the insured of a cancellation
charge equal to the difference between any del i nquency charge
i mposed in respect to the installnent in default and five
dol l ars ($5).

Section 11. Cancellation of Insurance Contract Upon
Default.--(a) Wien a prem um finance agreenent contains a power
of attorney enabling the prem um finance conpany to cancel any
i nsurance contract or contracts listed in the agreenent, the
i nsurance contract or contracts shall not be cancelled by the
prem um fi nance conpany unl ess such cancellation is effectuated
in accordance with this section.

(b) Not less than ten days' written notice shall be nail ed

to the insured, at his |ast known address as shown on the
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records of the prem umfinance conpany, of the intent of the
prem um fi nance conpany to cancel the insurance contract unless
the default is cured within such ten-day peri od.

(c) After expiration of such ten-day period, the prenm um
fi nance conpany may thereafter cancel such insurance contract or
contracts by mailing to the insurer a notice of cancellation.
The insurance contract shall be cancelled as if such notice of
cancel l ati on had been subnitted by the insured hinself but
wi thout requiring the return of the insurance contract or
contracts. The prem um finance conpany shall also mail a notice
of cancellation to the insured at his |ast known address as
shown on the records of the prem um finance conpany.

(d) Al statutory, regulatory and contractual restrictions
provi ding that the insurance contract may not be cancell ed
unl ess notice is given to a governnental agency, nortgagee, or
other third party shall apply where cancellation is effected
under the provisions of this section. The insurer shall give the
prescri bed notice in behalf of itself or the insured to any
government al agency, nortgagee, or other third party on or
before the second business day after the day it receives the
notice of cancellation fromthe prem um finance conpany and
shall determne the effective date of cancellation taking into
consi deration the nunber of days notice required to conplete the
cancel | ati on.

Section 12. Return Prem ums. --Wenever a financed insurance
contract is cancelled the insurer shall return whatever gross
unearned prem uns are due under the insurance contract to the
prem um fi nance conpany for the account of the insured or
i nsureds as soon as reasonably possible but in no event shal

the period for paynent exceed ninety days after the effective
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dat e of cancell ation.

Section 13. Exenption fromFiling Requirenment.--No filing of
the prem um finance agreenent shall be necessary to perfect the
validity of such agreenent as a secured transaction as agai nst

creditors, subsequent purchasers, pledgees, encunbrancers,
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successors, or assigns.
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