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No. 1986-86

AN ACT

SB 1391

Requiringnoticeof rateincreases,policy cancellationsandnonrenewalsby prop-

ertyandcasualtyinsurers.
The General Assembly of the Commonwealthof Pennsylvaniahereby

enactsasfollows:

Section 1. Noticeof increasein premium.
Notwithstandingany otherprovisionof law, a policy of insurancecover-

ing commercial property or casualty risks in this Commonwealthshall
providefor not lessthan 60 days’ noticeof intent to increasethe insured’s
renewal premium with 30 days’ notice of an estimateof the renewal
premium.This sectionshall notapply to policieswritten on a retrospective
ratingplan.
Section 2. Groundsfor cancellation.

Cancelingin midterma policy of insurancecoveringcommercialproperty
andcasualtyrisksis prohibitedfor anyreasonotherthanthefollowing:

(1) A condition, factor or loss experiencematerialto insurability has
changedsubstantiallyor a substantialcondition, factor or lossexperience
materialto insurabilityhasbecomeknownduring thepolicy term.

(2) Loss of reinsuranceor a substantialdecreasein reinsurancehas
occurred,which lossor decreaseshall,atthetimeof cancellation,becerti-
fied to theInsuranceCommissionerasdirectlyaffectingin-forcepolicies.

(3) Theinsuredhasmadea materialmisrepresentationwhich affects
theinsurabilityof therisk.

(4) Thepolicy wasobtainedthroughfraudulentstatements,omissions
or concealmentof fact materialto the acceptanceof the risk or to the
hazardassumedby thecompany.

(5) The insuredhas failedto pay a premiumwhendue,whetherthe
premium is payable directly to the companyor its agentsor indirectly
undera premiumfinanceplanor extensionof credit.

(6) Theinsuredhasrequestedcancellation.
(7) Material failure to comply with policy terms,conditionsor con-

tractualduties.
(8) Otherreasonsthat theInsuranceCommissionermayapprove.

Section3. Notice requirementsfor midtermcancellationsand nonrenew-
als.

(a) Requirements.—-Noticesof midterm cancellation and nonrenewal
shallmeetthefollowingrequirements:

(1) Themidtermcancellationor nonrenewalnoticeshallbeforwarded
by registeredor first class mail or delivered by the insurancecompany
directlyto thenamedinsuredor insureds.
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(2) Written notice of nonrenewalin the mannerprescribedin this
section mustbe forwarded directly to the namedinsuredor insuredsat
least60daysin advanceof theeffectivedateof termination.

(3) Written notice of cancellationin the mannerprescribedin this
section must be forwardeddirectly to the namedinsuredor insuredsat
least60 daysin advanceof theeffective dateof terminationunlessoneor
moreof thefollowing exist:

(i) The insuredhasmadeamaterialmisrepresentationwhichaffects
theinsurabilityof therisk, in whichcasetheprescribedwritten noticeof
cancellationshallbeforwardeddirectly tothe namedinsuredatleast15
daysinadvanceof theeffectivedateof termination.

(ii) Theinsuredhasfailed to pay apremiumwhendue,whetherthe
premiumis payabledirectly to the companyor its agentsor indirectly
under apremiumfinanceplan or extensionof credit, in whichcasethe
prescribedwritten notice of cancellationshall be forwardeddirectly to
the namedinsuredat least 15 days in advanceof the effectivedateof
termination.

(iii) Thepolicy was canceledby the namedinsured,in whichcase
written noticeof cancellationshallnot berequiredandcoverage-shall-b~
terminatedonthedaterequestedby theinsured.

Nothing in this paragraphshall restrict the insurer’sright to rescindan
insurancepolicy ab initio upon discoverythat the policy was obtained
throughfraudulentstatements,omissionsor concealmentof factmaterial
to theacceptanceof therisk or to thehazardassumedby thecompany.

(4) The notice shall be clearly labeled“Notice of Cancellation”or
“Notice of Nonrenewal.”

(5) A midterm cancellationor nonrenewalnoticeshall statethe spe-
cific reasonsfor thecancellationor nonrenewal.The reasonsshallidentify
thecondition, factor or loss experiencewhichcausedthemidterm cancel-
lation or nonrenewal.The notice shall providesufficient informationor
datafor theinsuredto correctthedeficiency.

(6) A midterm cancellationor nonrenewalnoticeshall statethat, at
the insured’srequest,the insurer shall provide loss informationto the
insuredfor at least threeyears or the period of time during which the
insurerhasprovidedcoveragetotheinsured,whicheveris less.Loss-infor-
mationon theinsuredshallconsistof thefollowing:

(1) Information oh closedclaims, includingdateanddescriptionof
occurrence,andamountof payments,if any.

(ii) Informationon openclaims, including dateanddescriptionof
occurrence,alpountof payment,if any, andamountof reserves,if any.

(iii) Information on notices of occurrence,including date and
descriptionof occurrenceandamountof reserves,if any.
(7) The insured’s written requestfor loss informationmustbe made

within tendaysof theinsured’sreceiptof themidtermcancellationor non-
renewalnotice.The insurershall have30 daysfrom the dateof receiptof
theinsured’swrittenrequesttoprovidetherequestedinformation.
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(b) Effective notice.—Until an insurerissuesa nonrenewalor cancella-
tion noticethat complieswith theprovisionsset forth in this act, insurance
coveragewill remainin effect.However,if the insuredobtainsreplacement
coverage,thenoncomplyinginsurer’sobligationtocontinuecoverageceases.
Section4. Returnof unearnedpremium.

(~)Cancellation initiated by insurer.—Unearnedpremium must be
returnedto the insurednot later thanten businessdaysafter the effective
dateof terminationwherecommercialpropertyor casualtyrisksarecanceled
in midtermby theinsu:rer.

(b) Cancellation initiated by insured.—Unearnedpremium must be
returnedto the insurednot laterthan30 daysafter the effectivedateof ter-
mination where commercialproperty or casualty risks are canceled in
midtermby theinsured.

(c) Repaymenton estimatedbasis.—Wherethe amountof premiumto
bereturnedcannotbecalculatedpreciselywithin therequiredtime periodfor
returnof premiumbecause:

(1) thepolicywaswritten onthebasisof anestimatedpremium;or
(2) the policy was issued subjectto a premium audit; the unearned

premiumshallbe returnedto the insuredon an estimatedbasis.Upon the
insurer’scompletionof computationof theexactpremiumto bereturned,
an additional return premium or chargeshall be madeto the named
insuredor insuredswithin 15 daysof the final computation.
(d) Applicability to retrospectiverating plans.—Thissection shall not

applyto policieswritten on aretrospectiveratingplan.
(e) Liability for fine.—For aperiodof 60 daysfrom theeffective dateof

this act, insurersfailing to complywith subsection(a) shallnot besubjectto
anyfine undersection8(2).
Section5. Extendedreportingendorsement.

Insurersmustprovidea60-dayperiod,aftercancellationor nonrenewalof
a claims-madepolicy is effective,during whichtime the insuredmaypur-
chasean extendedreportingcoverageendorsement,alsoreferredto as tail
coverage.If theinsuredpurchasesthe extendedreportingcoverageendorse-
ment at any time within the 60-dayperiod following cancellationor nonre-
newal of aclaims-madepolicy, theextendedreportingcoverageshallbecome
effectiveasof thedatetheclaims-madepolicyterminated.
Section 6. Compliance.

Policy form filings receivedby the InsuranceDepartmenton or after the
effective dateof this act shall conform to the requirementsset forth in this
act. Amendatoryendorsementsshall be submittedto the InsuranceDepart-
ment for approvalnot more than60 daysafter the datethis actbecomes
effective.
Section 7. Applicability.

(a) Generalrule.-—This act applies to insurancepolicies,exclusive of
reinsurancepolicies, coverinE commercial property and casualty risks
locatedin thisCommonwealth.

(b) Limited applicability in certainareas.—Workmen’scompensation
policies andmedical malpracticepolicies subjectto the actof October15,
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1975 (P.L.390,No.111),knownastheHealthCareServicesMalpracticeAct,
arenot subjecttothecancellationprovisionsset forth in thisact.

(c) Exceptions.—Thisact does not apply to commercial propertyand
casualtyinsurancepoliciesthatarein effect lessthan60 days,unlesstheyare
renewals.An insurermaycancelthepolicy providedit gives atleast30 days’
noticeof the terminationandprovidedit gives noticeno later thanthe60th
day,unlessthepolicy providesfor alongerperiodof notification.
Section8. Penalties.

Upon satisfactoryevidenceof a violation of thisact by an insurersubject
to its terms,theInsuranceCommissionermaypursueoneor moreof thefol-
lowingcausesof action:

(1) Orderthattheinsurerceaseanddesistfrom theviolation.
(2) Imposeafine of hot morethan$5,000foreachviolation.

Section9. Rulemakingauthority.
The InsuranceCommissionershall promulgaterules andregulationsnec

essaryfor theadministrationof thisact.
Section 10. Effectivedate.

This actshalltakeeffect immediately.

APPROVED—The3rddayof July,A. D. 1986.

DICK THORNBURGH


