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No. 1996-72

AN ACT

SB 577

Amending the actof May 17, 1921 (P.L.789,No.285),entitled, as amended, “An act
relating to insurance; establishing an insurance department; and amending,
revising, and consolidating the law relating to the licensing, qualification,
regulation, examination, suspension,and dissolution of insurance companies,
Lloyds associations,reciprocal and inter-insuranceexchanges,andcertainsocieties
andorders, the examination and regulation of fire insurancerating bureaus, and the
licensing and regulation of insurance agents and brokers; the service of legal
process upon foreign insurance companies,associationsor exchanges;providing
penalties, and repealing existing laws,” further providing for order of distribution
of claims from insurer’s estate, for brokers’ licenses, for temporary certificate or
licenseand for continuing education.

The GeneralAssembly of the Commonwealthof Pennsylvaniahereby
enactsas follows:

Section 1. Section 544 of the act of May 17, 1921 (P.L.789,No.285),
known asThe InsuranceDepartmentAct of 1921,addedDecember14, 1977
(P.L.280,No.92), is amendedto read:

Section 544. Orderof Distribution~—Theorder of distributionof claims
from theinsurer’sestateshall bein accordancewith the orderin whicheach
classof claims is hereinsetforth. Everyclaim in eachclassshallbe paidin
full or adequatefunds retainedfor suchpaymentbefore themembersof the
nextclassreceiveanypayment.No subclassesshallbeestablishedwithittany
class.

(a) [Debtsdueto employesfor servicesperformedto theextentthat
theydo not exceedonethousanddollars($1,000)andrep~ese~it~payinent
for servicesperformedwithin oneyearbeforethe filing of the petition
for liquidation.Officersanddirectorsshallnot beentitled to the benefit
of this priority.

Suchpriority shallbe in lieu of anyothersimilar priority which may
be authorizedby law as to wagesor compensationof employes.

(b)] The costs andexpensesof administration,includingbut not limited
to the following; the actualandnecessarycostsof preservingor recovering
the assetsof the insurer; compensationfor all servicesrenderedin the
liquidation; any necessaryfiling fees; the fees and mileage payable to
witnesses;reasonableattorney’sfees;theexpensesof aguarantyassociation
in handlingclaims.

[(C)] (b) All claimsunderpoliciesfor losseswhereverincurred,including
third party claims,and all claimsagainsttheinsurerfor liability for bodily
injury or for injury to or destructionof tangiblepropertywhicharenot under
policies, shall have the next priority. All claims under life insuranceand
annuitypolicies,whetherfor deathproceeds,annuityproceeds,or investment
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values shall be treated as loss claims. That portion of any loss,
indemnification for which is provided by other benefits or advantages
recoveredby the claimant,shall not be included in this class,other than
benefits or advantagesrecoveredor recoverablein dischargeof familial
obligationsof supportor by wayof successionatdeathor asproceedsof life
insurance,or asgratuities.No paymentmadeby anemployerto hisemploye
shall be treatedas a gratuity.

(c) Claimsof theFederalgovernmentotherthan thoseclaimsincluded
in subsection(b).

(d) Debtsdueto emplayesfor servicesperformedto the extentthat they
do not exceedone thousanddollars ($1,000) and representpaymentfor
servicesperformed within one year before the filing of the petition for
liquidation. Officersanddirectorsshall notbe entitledto the benefitof this
priority. This priority shall be in lieu of anyother similar priority which
may be authorizedby law as to wagesor compensationof employes.

[(djJ (e) Claims undernonassessablepolicies for unearnedpremiumor
otherpremiumrefundsandclaimsof generalcreditors.

[(e)J W Claims of [the Federalor any] state or local government.
Claims,including thoseof anygovernmentalbody,for apenaltyor forfeiture
shall be allowed in this class only to the extent of the pecuniary loss
sustainedfrom theact,transaction,or proceedingout of whichthe penaltyor
forfeiture arose,with reasonableandactual costs occasionedthereby.The
remainderof suchclaims shall be postponedto the classof claims under
subsection[(g)] (It).

[(fli (g) The following claims:
(1) Claims under section 539(b), to the extent that such claims were

disallowedunder that section.
(2) Claimsfiled late.
(3) Claimsor portionsof claims,paymentof which is providedby other

benefitsor advantagesrecoveredby the claimant.
[(g)J (It) Surplus or contribution notes, or similar obligations, and

premiumrefundson assessablepolicies.Paymentsto membersof domestic
mutual insurancecompaniesshall be limited in accordancewith law.

[(h)] (i) The claimsof shareholdersor otherowners.
Section 2. Section 604(a) of the act, amendedDecember 12, 1994

(P.L.1035,No.141), is amendedto read:
Section604. Issuanceof Certificate of Qualification.—.--(a) When the

InsuranceDepartmentis satisfiedthattheapplicantis worthy of acertificate
of qualificationand hassuccessfullypassedan examinationandotherwise
compliedwith thisarticle, it shallissueacertificateto expire twoyearsfrom
the dateof issueunlesssoonerrevokedby theinsuranceDepartmentfor
cause.The certificateshallstatethat the agenthascompliedwith thisarticle
andhasbeenauthorizedby the InsuranceDepartmentto transactbusinessin
specificlinesof authorityin thisCommonwealth.Onceacertificateis issued,
the certificateholder is presumedworthy to secureadditionalspecific lines
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of authority under the certificateunlessthe departmentfiles an actionto
suspendor revokeor refuseto renewthecertificatepursuantto section 639.

Section 3. Section622(h) of the act,amendedJune 11, 1992 (PL.284,
No.48), is amendedto read:

Section622. Brokers’ Licenses._** *

(h) [Insurance brokerswith a valid license to sell, issued after
December 31, 1970, shall comply with any continuing education
requirementsestablishedby the InsuranceDepartmentby regulation.]
insurance brokerswho were initially issueda valid licenseafterDecember
31, 1970, shall comply with all continuing education requirements
establishedbyInsuranceDepartmentregulation.However,thissectionshall
not applyto brokerswho:

(1) were validly licensedasan agentfor thesamelinesofauthority on
or prior to December31, 1970, and who havecontinuallymaintaineda
licensedstatus;and

(2) havenot addedadditional linesofauthority to a broker’s licensein
addition to thoseheldas an agenton orprior to December31, 1970.

Section4. The act is amendedby addinga sectionto read:
Section642. TemporaryCertificate or License.-.--(a)The Insurance

Commissionermaytemporarilycertify or licenseindividualsto performthe
dutiesofan agentor broker. Theapplicantfor a temporarycertificateor
license shall senda written requestfor the license to the Insurance
Department,which requestshall include an endorsementby eachentity
affected.TheInsuranceCommissionermay temporarilycertify or license
onlythefollowing individuals:

(1) Theexecutororadministratorofa deceasedperson,whoatthetime
of death,was an agentor broker.

(2) The surviving nextof kin of a deceasedagentor broker, if no
administrator of the estate has been appointedand no executorhas
qualified undera probatedwill.

(3) Thesurvivingmemberofa firm or association,at the timeof the
deathof its certjfiedor licensedmember.If thefirm or theassociationhas
survivingactive officers or active partners who hold the samelines of
authority as the deceased,approvalwill not begranted.

(4) The legal guardian ofan agentor brokerdeclaredincompetentby
a courtof competentjurisdiction,

(5) Thepersonholding the powerof attorneyto actfor an agentor
broker who is absentdueto servingin the UnitedStatesArmedForces.

(6) Anyothersuitablepersonwhosetemporarycertificationor licensure
is not otherwiseprohibitedunderparagraph (3),

(b) Individuals issueda temporarycertificate or license under this
sectionshall be authorizedto renewthe businessofthe deceased,legally
incompetentor absentagentor broker, orofthefirm orassociationwhose
businessis to becontinued,forpolicies expiringduring theperiodin which
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the individual is certified or licensedand to perform other acts as an
insurance agent or broker incidental to the continuanceof the insurance
businessfor policies in force at the time of the agent’s or broker’s death,
adjudicationof incompetenceorabsence.A temporarilycertifiedor licensed
individual shall not be authorized to solicit, negotiate or procure new
business.

(c) Approvalof a temporarycertificate or licensemaybegrantedfor a
term not exceedingone yearfrom the dateof the death or declaration of
incompetenceof the agentor brokeror for the periodthe agentorbroker
is absentor incapacitated.

(d) The temporarily licensedindividualmaytransactbusinessonly with
an entity that hasprovidedan endorsementandwhich the deceased,legally
incompetent or absent agent or firm or association was appointedto
representat the time of death,adjudication of incompetencyor absence.

Section 5. An agentor brokershallbesubjectto thecontinuingeducation
credit-hour requirementsof 31 Pa. Code § 39.8(b)(3) (relating to credit
hours):

(1) if he held a valid agent’s certificateof qualificationor broker’s
license,which expiredon or beforeDecember31, 1995; and

(2) if the InsuranceDepartmentreceivedhisnew applicationfor such
certificateor licenseon or beforeMarch 1, 1996.
Section6. The amendmentof section 544 of the act shall apply to the

distributionof claimsin existingestatesin receivershipandfuture estatesin
receivership.

Section7. Section 5 of thisact shallberetroactiveto December31, 1995.
Section8. This act shall take effect as follows:

(1) The amendmentof section 544 of the act shall take effect
immediately.

(2) The remainderof thisact shall takeeffect in 60 days.

APPROVED—The 2ndday of July, A.D. 1996.

THOMAS J. RIDGE


