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No. 1978-143

AN ACT

SB 1200

Establishingcertain proceduresrelating to the terminationof insuranceagency

contractsor accountsandprovidingpenalties.
The GeneralAssemblyof the Commonwealthof Pennsylvaniahereby

enactsas follows:

Section 1. Definitions.
Thefollowing wordsandphraseswhenusedin thisactshallhave,unless

the contextclearly indicatesotherwise,themeaningsgiven tothem in this
section:

“Agent.” An insuranceagentauthorizedto transactand transacting
the businessof automobileinsurancein the Commonwealth.

“Insurer.” An insurancecompany,associationorexchangeauthorized
to transactand transactingthe businessof automobile insurancein the
Commonwealth.
Section2. Cancellationof contract.

(a) Notice.—Afteranagencycontracthasbeenin effectfora periodof
five years,no insurershallterminateitscontractwithanagentwithoutfi-rs-t
providing such agent and the InsuranceCommissionerwith written
notification at least90 daysprior to the dateof termination.

(b) Reasonfor action.—Suchnotification shall setforth the insurer’s
reasonfor the action.

(c) Privileged information.—Anyinformation, document,record or
statementsofurnishedor disclosedto the departmentshallbeabsolutely
privilegedand shallnot be admissibleasevidencein or as basis for any
actionagainsttheappointinginsureror againstany representativeof the
foregoing.

(d) Administrativereview.—Anyagentmaywithin 30 daysof receipt
of noticeof termination,requestin writing to theInsuranceCommissioner
thathe reviewtheactionof theinsurerfor the purposeof determiningthat
said terminationwas in compliancewith the provisionsof this section.

(e) Restriction on termination.—No insurer shall terminate its
contractwith anagentdueto theadverseexperienceof a singleyear.Prior
to suchterminationit shallbethe obligationof theinsurerto demonstrate
that it hasmadea reasonableattemptto rehabilitatesuch agent.
Section3. Continuationof business.

(a) Policies.—Whereaninsurernotifiesanagentthat itscontractshall
beterminated,the insurershall offerto continuesuchagent’spoliciesand
any amendmentsthereto,throughsuchagentfor a periodof 12 months
from the effective dateof termination,subject to the insurer’scurrent
underwritingstandards.



764 Act 1978-143 LAWS OF PENNSYLVANIA

(b) Commissions.—Theterminatedagentshall be entitled to receive
commissionson accountof all businesscontinuedor written pursuantto
this subsectionat the insurer’s prevailing commission rate for such
business.

(c) Applicationof section.—Theprovisionsofthesectiondo notapply
to businessowned by the insurerand not by the agent,provided such
insureroffers to continuesuchpolicies through anotherof its agents.
Section 4. Certainagreementspermitted.

(a) Construction of act.—Nothingcontained in this act shall be
deemedorconstruedto prohibitanamendmentoraddendumsubsequent
to the inceptiondateof the original agencyagreementproviding in such
subsequentamendmentor addendumthat the original agencyagreement
maybeterminatedat a soonertimethanis requiredby thisactprovidedthe
agentagreesin writing to suchsoonertermination.

(b) Certain terminationsexcepted.—Thisact shallnot apply to:
(1) an agent whose license has been revoked by the Insurance

Commissioneror whosecontracthasbeen terminatedfor insolvency
abandonment,grossandwillful misconductor failure to payovertothe
insurermoneysdue to theinsurerafter his receiptof awritten demand
thereof;or

(2) anagentwho hasdemonstratedgrossincompetencewhichwould
normally be causefor agencycontracttermination.

Section 5. Penalties.
(a) Summaryoffense.—Anyperson,agentor insurerwho willfully

violates any provision of this act shall, upon conviction thereof, at a
summaryproceeding,be sentencedto pay a fine notexceeding$500,plus
costs.Convictionunderthissubsectionshallnotbaradministrativeaction
by the InsuranceCommissionerunderthis section.

(b) Administrativeaction.—Uponsatisfactoryevidenceof aviolation
of this act by any person,agentor insurer, the InsuranceCommissioner
may, in hisdiscretion,pursueany oneormoreof the followingcoursesof
action:

(1) Suspendor revokethelicenseof suchoffendingperson,agentor
insurer.

(2) Refuse,for a periodnot to exceedoneyearthereafter,to issuea
new licenseto or to renewa licenseof, such person,agentor insurer.

(3) Imposea civil penaltyof notmorethan$500 foreachandevery
act in violation of this act.
(c) Review and appeal.—Any adjudication of the Insurance

Commissionerundersubsection(b) shallbesubjecttoreviewandappealin
accordancewith theact of June4, 1945(P.L. 1388,No.442),knownasthe
“Administrative Agency Law.”
Section6. Rulesand regulations.

The InsuranceCommissionershall promulgaterulesand regulations
necessaryfor the administrationof this act.
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Section 7. Effective date.
This act shall take effect immediately.

APPROVED—The 22nd day of September,A. D. 1978.

MILTON J. SHAPP


