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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 1022 =%

| NTRODUCED BY MESSRS. REED, BROW\, Z| TTERVAN, ZELLER AND
LAUGHLIN, APRIL 27, 1977

AS AVENDED ON THI RD CONSI DERATI ON, HOUSE OF REPRESENTATI VES,
SEPTEMBER 21, 1978
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AN ACT
Establ i shing the duties and responsibilities of owners of
certain property damages or destroyed by fire and prescribing
penal ties, creating certain liens and priority in Insurance

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

and third class, regulating the di sbursenent of i nsurance

proceeds of the insured, and providing for direct paynent and

di stribution of insurance proceeds to cities of the first,

second, second A and third class under certain terns and

condi ti ons.

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

Section 1. Restoration of real property frominsurance
pr oceeds.

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

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

(c) This act shall not excuse a new owner from conplying
wi th building, housing, health, fire and safety codes covering
the structure in which the fire occurred.
Section 2. Liens and priority in insurance proceeds in favor

of cities.

Not wi t hst andi ng any ot her provision of [aw of this
Commonweal th, a lien is hereby created in favor of the city upon
i nsurance proceeds for the foll ow ng: Delingquent real property
t axes, munici pal assessnents, water and sewer charges, rmuni ci pal
clainms, liens and encunbrances, and for all costs incurred by
the city inrelation to the real property insured including but
not limted to the cost of abating any nui sance public or
private created by the covered peril, and of inspecting,
repairing, denolishing, renmoving or otherw se di sposing of any
property danmaged by a covered peril. The lien of any city
ari sing under the provisions of this act shall have priority
over the claimof any insured owner, nmertgagee- assi gnee or <—
other interested party except A MORTGAGEE AND where ot herw se <—
provi ded by the laws of the United States.
Section 3. Paynment of insurance proceeds.

(a) It shall be unlawful for any insurance conpany
aut hori zed under SECTION 202(B)(1) OF the act of May 17, 1921 <—
(P.L.682, No.284), known as "The Insurance Conpany Law of 1921,"
to issue insurance policies providing fire insurance coverage in

this Coomonwealth to pay any claimon a policy including any
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policy witten pursuant to the provisions of the act of July 31,

1968 (P.L.738, No.233), known as "The Pennsyl vania Fair Plan

Act," covering a dwelling or structure which is vacant or any

cl ai m exceedi ng $5, 000 on any other policy issued by such

conpany for fire damage to any real property loecatedinthis <—
Cormvenwealth AS DESCRIBED IN SECTION 7 until the insured submts <—
to the insurance conpany, on forns and in the manner prescribed

by the Insurance Comm ssioner, proof that all delinquent taxes,
assessnments, charges, clainms, |liens, encunbrances and costs as
enunerated in section 2 has been paid.

(b) The failure on the part of the insured property owner to
pay in full any itemenunerated in section 2 shall require the
i nsurance conpany to wi thhold paynment of the preeceeds ALL OR A <—
PORTI ON OF ot herwi se due under the policy to the insured
property owner, nortgagee, assignee or other interested party
until all such taxes, assessnents, charges, clains, |iens,
encunbrances and costs as enunerated in section 2 have been
pai d. THE PORTI ON W THHELD SHALL NOT EXCEED THE AMOUNT DUE TO <—
SATI SFY DELI NQUENT TAXES, ASSESSMENTS, CHARGES, CLAI MS, LIENS,
ENCUMBRANCES AND COSTS AS ENUMERATED | N SECTI ON 2.

(c) The insurance conpany shall pay directly to the city any
anount shown as eutstanding DELI NQUENT on the forns prescribed <—
by section 3(a) and shall deduct the anount thereof fromthe
proceeds ot herw se payable to the insured. The insured shal
apply the bal ance of any FIRE insurance proceeds paid to himto <—
restoration of the property as required by subsections (a), (b)
and (c) of section 1. Arelease of the city's lien for the itens
enunerated in section 2 may be secured by the insured by:

(1) full payment of all delinquent taxes, assessnents,

charges, clains, liens, encunbrances and costs as enunerated
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in section 2; or

(2) entry into an agreenment, which shall be binding and
enforceable at law, with the city in which the insured agrees
to apply a portion or all of the proceeds of any insurance
policy to the denolition or repair, rehabilitation,
restorati on and mai ntenance of the property, to bring the
property into conpliance with all applicable nunicipal codes,
and to pay all delinquent rmunicipal clains and |iens, under
such terns and conditions as the city in its sole discretion
determ nes to inpose.

Section 4. Notification to insurance conpany.

(a) THE I NSURANCE COVPANY SHALL SUBM T THE REQUI RED FORMS TO <—
THE I TY WTH N THREE BUSI NESS DAYS OF RECEI PT OF THE CLAI M BY
THE I NSURED. The city shall process the forns required to be
submtted by the insured to the insurance conpany under this act
within five business days of presentation by the iasured COVPANY <—
to the city. Failure of the city to process any required form
wi thin five business days shall result in a 1% deduction per day
in the amount due to the city under the provisions of this act.

(b) The insured shall submt conpleted fornms fromthe city
to the insurance conpany within 15 days of the date the formis
returned by the city to the insured. In the event that an
agreenent has been entered into pursuant to section 3(c)(2), the
i nsured shall submt said agreenent to the insurance conpany
within 15 days of its execution. Upon receipt of the conpleted
required forms or executed agreenent, the insurance conpany nmay
release to the insured, in a manner consistent with the
i nformati on shown on the submtted conpleted forns or with the
terms of any agreenent, whichever is applicable, insurance

proceeds payabl e under any policy of insurance.
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(c) If the insured fails to submt the fornms conpl eted by
the city, or any agreenent entered into with the city, to the
i nsurance conpany within the 15 day tine period prescribed in
section 4(b), the city may subnmit a claimin its own behal f for
al |l delinquent taxes, assessnments, charges, clains, |liens,
encunbrances and costs as enunerated in section 2, which shal
be paid in full to the city by the insurance conpany out of the
i nsurance proceeds ot herw se payable to the insured.
(d) An insurance conpany shall not be liable to any insured
owner, nortgagee, assignee, or other interested party for
anount s di sbursed to a munieipatity CITY in accordance with the <—
provisions of this act, nor to a punteipality CITY for anmounts <—
not di sbursed to a munieipabity CI TY based upon conpl eted forns <—
or agreenents as prescribed in section 3(a) indicating the
nonexi stence of any delinquent taxes, assessnents, charges,
claims, liens, encunbrances and costs as enunerated in section
2. An insurance conpany shall not be held liable for the rel ease
of any information required to be rel eased under this act.
Section 5. Disclosure by insurance conpany.
Every insurance conpany subject to the provisions of this act
shall notify its insureds of the provisions of this act upon
i ssuance or renewal of policies providing fire insurance.
Section 6. Penalties.
Any insured who fails to conply with section 1 is guilty of a
summary of fense and shall, upon conviction, be sentenced to pay
a fine TO THE CITY not exceedi ng $1,000 or to undergo <—
i mpri sonnment for not nore than one year, or both.
Section 7. Application.
The provisions of this act shall be applicable to al

unoccupi ed dwel lings or structures, all residential property
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1 except single famly owner occupied dwellings, and al

2 commercial and industrial properties |located within cities of
3 the first, second, second A and third class of the Commonweal th
4 of Pennsyl vani a.

5 Section 8. Rules and regul ations.

6 The I nsurance Comm ssioner shall promul gate such rul es and
7 regulations as are deened necessary for the effective

8 inplenentation and operation of this act.

9 Section 9. Effective date.
10 This act shall take effect in 180 days and shall apply to al
11 policies of insurance as they are issued, witten or renewed
12 subsequent to such effective date.
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