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authority, corporation, organization,association,or person in the
furtheranceof the executionof powerscontainedin subsection(a)
of section 4.

Section 5. Generel Powers and Duties; Regulations.—(a) It
shall be the duty of the departmentto administerthis act through
employesand officers of the department,as provided herein and in
accordancewith rules and regulationspromulgatedby the depart-
mentandagreementsconsummatedbetweenthe departmentandany
private nonprofit corporation.

(b) The departmentshall submit to the Governor and to each
House of the GeneralAssembly an annual report covering the ad-
ministration and operationof this act, and shall make such recom-
mendationsfor amendmentsto this act as it deems proper. Such
reports and recommendationsshall be presentedon or before the
thirty-first day of Decemberof each year.

(c) In order to effectuateand enforcethe provisionsof this act,
the departmentis authorizedto promulgatenecessaryrules andreg-
ulationsandprescribeconditionsand proceduresin order to assure
compliancein carrying out the purposesfor which grants may be
made hereunder.

Section 6. Appropriations.—Thesum of six million dollars ($6,-
000,000) is herebyspecifically appropriatedto the departmentto be
used as authorizedby this act.

Section7. Separability.—Notwithstandingany other evidenceof
legislative intent it is herebydeclaredto be the controlling legislative
intent that if any provision of this act or the applicationthereof to
any person or circumstancesis held invalid, the remainderof the
actand theapplicationof such provision to personsor circumstances
other than thoseas to which it is held invalid, shall not be affected
thereby.

Section8. Effective Date.—Thisactshall takeeffect immediately.

APPaovEll—The31stdayof July, A.D. 1968.
RAYMOND P. SHAFER.

No. 233

AN ACT

HB 2708

Relating to establishmentof an Industry PlacementFacility to make avail-
ablebasicproperty insuranceagainstfire andother perils for residentialand
businesspropertieslocatedin certain areasof the Commonwealthof Penn-
sylvania through the cooperative efforts of the Commonwealth and the
private property insurance industry; providing for a sharing by the Com-
monwealth of insured lossesresulting from riots and other civil disorders
through the formation of the PennsylvaniaCivil Disorder Authority; levy-
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ing an assessmenton all policies 0f basic property insurance written in
the Commonwealth; and conferring powers and imposing duties upon the
Insurance Commissioner and upon certain property insurers.

The General Assembly of the Commonwealth of Pennsylvania
herebyenactsas follows:

ARTICLE I
Title, Purposeand Definitions

Section 101. Short Title.—This act shall be known and may be
cited as “The PennsylvaniaFair Plan Act.”

Section 102. Purposes.—Thepurposesof this act are:
(1) To encouragestability in the property insurancemarket for

property locatedin urban areasof this Commonwealth;
(2) To encouragemaximum use, in obtaining basicproperty in-

surance,as defined in this act, of the normal insurancemarketpro-
vided by the private property insuranceindustry;

(3) To encouragethe improvementof the condition of properties
located in urban areasof this Commonwealthandto further orderly
community developmentgenerally;

(4) To provide for the formulation andadministrationby an In-
dustry PlacementFacility of a plan ~1ssuringfair accessto insurance
requirements(Fair Plan) in order that no propert.y shall be denied
basicproperty insurancethrough the normal insurancemarket pro-
vided by the private property insurance industry except after a
physical inspectionof such property anda fair evaluationof its in-
dividual underwriting characteristics;

(5) To publicize the purposesand proceduresof the Fair Plan
to the end that no onemay fail to seekits assistancethrough ignor-
ance thereof;

(6) To provide for the formulation and adminstrationby the In-
dustry PlacementFacility of a reinsurancearrangementwhereby
property insurersshall shareequitablythe responsibility for insur-
ing insurablepropertyfor which basicproperty insurancecannotbe
obtainedthrough the normal insurancemarket; and

(7) To provide a framework for participation by the Common-
wealth in a sharingof insuredlossesresultingfrom riots and other
civil disordersoccurring in this Commonwealththrough the forma-
tion of a PennsylvaniaCivil Disorder Authority, in order that in-
surancecompaniesdoing businesswithin this Commonwealthmay
qualify for Federalreinsuranceof such losses if Federallegislation
providing for such reinsuranceis enacted.

Section103. Definitions.—As used in this act, unlessthe context
otherwiserequires:

(1) “Commissioner” means the InsuranceCommissionerof the
Commonwealthof Pennsylvania;

(2) “Basic property insurance” means insuranceagainst direct
loss to real or tangible personalpropertyat a fixed location caused

‘“pupoSes” in original.
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by perils definedand limited in the standardfire policy prescribedin
section 506 of the act of May 17, 1921 (P. L. 682), known as “The
InsuranceCompanyLaw of 1921,” and in the extendedcoverage
endorsementapprovedby the commissionerpursuantto section 354
of the act, andsuch vandalism,maliciousmischief,burglary, theft, or
such otherclassesof insuranceas maybe determinedby the Industry
PlacementFacility with the approvalof the commissioner,but shall
not include insuranceon motor vehicle, farm or such manufacturing
risks as may be excludedby the commissioner;

(3) “Inspectionbureau”meansthe organizationor organizations
designatedby the Industry PlacementFacility with the approval of
the commissionerto inspect and to determinethe condition of the
propertiesfor which basicproperty insuranceis sought;

(4) “Urban area” meansany municipality of the Commonwealth
havinga blighted, deterioratedor deterioratingarea (i) which the
Secretaryof the Departmentof Housing and Urban Developmentof
the United Stateshas approved as eligible for an urban renewal
project; or (ii) which has beendesignatedas an urban areaby the
Industry PlacementFacility with the approvalof the commissioner;

(5) “Premiumswritten” meansgross direct premiums chargedon
all policies of basicproperty insuranceand the basicproperty insur-
ancecomponentsof all multiple peril policies covering property in
this Commonwealth less all premiums and dividends returned to
policyholdersand the unusedor unab~orbedportionsof premiumde-
posits;

(6) “Government” means the Federalgovernmentand the gov-
ernmentof the Commonwealthof Pennsylvania,or any agency or
instrumentality,corporateor otherwise,of either of them;

(7) “Municipality” means any city, borough, incorporatedtown
or township establishedin the Commonwealthof Pennsylvania;

(8) “Federal reinsurancefacility” means any agency,or instru-
mentalitythereof,or any body corporate,created~bythe Federalgov-
ernmentfor thepurposeof providingreinsurancefor lossesresulting
from riots and other civil disorders;

(9) “Insurer” means any insurancecompany or group of com-
panies under common ownership which is authorizedto engagein
the insurancebusinessunderthe laws of anyState,andalso includes
any pool or associationof insurancecompaniesformed,associatedor
otherwisecreatedfor the purposeof sharing risks written in ac-
cordancewith this act.

ARTICLE II
Industry PlacementFacility

Section 201. Industry Placement Facility.—(a) Membership.
Eachinsurerwhich is authorizedto write and is engagedin writing
within this Commonwealth,on a direct basis, basicproperty insur-
anceor anycomponentthereofcontainedin a multipleperil policy, in-
cluding homeownersand commercialmultiple peril policies, shall
participate in the Industry PlacementFacility, as hereinafterde-
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scribed, as a condition of its authority to write such kinds of insur-
ance within this Commonwealth. Other insurersmay becomemem-
bers provided they are eligible unlicensed insurers under the act
of January24, 1966 (P. L. 1509).

(b) Purposes. The purposesof the facility shall be twofold, as
more fully set forth in this article:

(I) To formulate and administer, subject to the approval of the
commissioner,a plan assuringfair accessto insurancerequirements
(Fair Plan) in order that no property in urbanareasshall be denied
basic property insurancethrough the normal insurancemarket pro-
vided by the private property insurance industry, except after a
physical inspection of such propertyand a fair evaluation of its in-
dividual underwriting characteristics;and

(2) To formulate and administer, subject to the approval of the
commissioner, a reinsurance arrangement whereby the members
of the facility shall share equitably the responsibility for insuring
property in urbanareaswhich is insurablebut for which basicprop-
erty insurance cannot be obtained through the normal insurance
market.

(c) Organization. Within forty-five days following the effective
date of this act, the Industry PlacementFacility shall submit to the
commissioner for his review a proposedplan of operation of the
facility, consistentwith the provisions of this act and the purposes
of the facility, which shall provide for the Fair Plan, the reinsurance
arrangement,and the economicaland efficient administration of the
facility, including, but not limited to, managementof the facility,
preliminary assessmentof all members for initial expensesneces-
sary to commenceoperations,establishmentof necessaryfacilities
within this Commonwealth,assessmentof membersto defray losses
and expenses,commission arrangements,reasonableunderwriting
standardsand limits of liability, acceptanceand cessionof reinsur-
ance, and proceduresfor determining amounts of insurance to be
provided.

The plan of operationshall be subject to approval by the commis-
sioner and shall take effect ten days after having beenapprovedby
him. If the commissionerdisapprovesthe proposedplan of operation,
the facility -shall within fifteen days submit for review an appro-
priately revised plan of operation and, if the facility fails to do so,
or if the revisedplan so filed is unacceptable,the commissionershall
promulgatea plan of operation.

(d) Amendment of Plan of Operation of Facility. The facility
shall, on its own initiative, subject to prior approvalby the commis-
sioner, or at the direction of the commissioner,amend the plan of
operation.

(e) Administration. (1) The facility shall be governedby a board
of sevendirectors, elected annually by the membersof the facility.
Each memberof the facility shall be allotted votes bearing the same
ratio to thetotal numberof votesto be castas its degreeof participa-
tion in the facility bearsto the total participation. Pending the de-
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termination of the degreeof participation of the members in the
facility, each memberof the facility shall be allotted votes bearing
the sameratio to the total number of votes to be castas eachmem-
ber’s written premium on basic property insuranceduring calendar
year 1967 bears to the statewidetotal written premium for basic
property insuranceduring suchyear. The first boardshall be elected
at a meeting of the membersor their authorized representatives.

(2) Any vacancyon theboardshall be filled by a vote of the other
directors.

(3) If at any time the membersfail to elect the required number
of directorsor a vacancyremainsunfilled for more than fifteen days,
the commissionermay appoint the directors necessaryto constitute
a full board.

(f) Participation. All membersof the facility shall participate
in its expensesand in its profits and losses (or in such categories
thereof as may be separatelyestablishedby the facility) in the pro-
portion that the premiums written (as heroin defined, but excluding
that portion, if any, of premiums which is attributable to the rein-
surancearrangementmaintainedby the facility) by each such mem-
ber during the secondprecedingcalendaryear bear to the aggregate
premiums written in this Commonwealthby all members of the fa-
cility. Such participation by each member in the facility shall be
determinedannually by the facility on the basis of such premiums
written during the secondpreceding calendar year as disclosed in
the annual statementsand other reports filed by the memberwith
the commissioner.

Section 202. Fair Plan. The Fair Plan shall contain provision
that: (1) Any personhaving an insurableinterest in real or tangible
personal property at a fixed location in an urban area, his repre-
sentative,an insuranceagentor broker, or an insurer, may request
the facility for an inspection of the property by representativesof
the InspectionBureau,such inspectionto be without cost to the appli-
cant for insurance. The requestfor such inspectionneednot be made
in writing. No such risk shall be written at surchargedrates or be
denied insurancecoverage for basic property insurance by an in-
surerunlesssuchan inspectionhas first beenmade.

(2) The plan of operationof the Inspection Bureau, the manner
and scopeof the inspection, and the form of the inspection report,
which shall include, but neednot be limited to, pertinent structural
and occupancyfeaturesas well as the generalcondition of the build-
ing and surroundingstructures,shall be prescribedby the Industry
PlacementFacility subject to the approval of the commissioner.

(3) Promptly after the requestfor inspectionis receivedby the fa-
cility, if no policy has been issued, the inspection shall be made, a
written inspectionreport prepared,and such report filed with the in-
sureror insurers, if any, designatedby the applicant; a copy thereof
shall be madeavailable to the applicantor to his representativeupon
request. If no insurerhas beendesignatedby the applicant, the fa-
cility shall proceedas in clause(7) below.
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(4) After the inspectionreport is receivedby an insurer, it shall
promptly determineif the risk meetsreasonableunderwriting stand-
ards at the applicable premium rate, including approvedsurcharges
for physical characteristics,and shall promptly return to the Indus-
try PlacementFacility the inspection report and provide an action
report setting forth:

(i) the amount of coverageit agreesto write, and if the insurer
agreesto write the coverage with an approved surcharge, the im-
provementsnecessarybefore it will provide coverageat an unsur-
chargedpremium rate;

(ii) the amount of coverageit agreesto write if certain improve-
ments to the propertyspecified in the action reportare made;or

(iii) the specific reasonsfor which it declinesto write coverage.
The inspectionreportand the action report shall be kept on file with
the facility.

If the insurer declinesthe risk or agreesto write it on condition
that the property be improved as specified, the insurer shall, at the
time of returning the inspection and action reports to the facility,
send a copy of both reports to the applicant for insurance.The in-
surershall advisethe applicantat the time of sendingthe reports to
him of his right to appeal such determination to the commissioner
and shalladvisethe applicantof the meansby which to initiate such
an appeal.

The InspectionBureau shall submit to the commissionerperiodic
reportssettingforth information by individual insurersincluding the
number of risks inspectedunder the plan, the number of risks ac-
cepted, the numberof risks conditionally acceptedand reinspections
made,the numberof risks declined,andsuchother information asthe
commissionermay request.

(5) All policies written pursuantto the Fair Plan shall be promptly
written after inspectionor reinspectionand shall be separatelycoded
so that appropriaterecords may be compiled for purposesof rate-
making, performing loss preventionand other studiesof the opera-
tion of the Fair Plan.

(6) If any singleinsurerwill underwrite only a portion of the full
insurable value of the property, the Industry Placement Facility
shall assist the owner and his agent or broker in obtaining the re-
maining coveragefrom other membersof the faci]ity, except to the
extent that deductibles, percentageparticipation clauses,and other
acceptedunderwriting devicesare neededto meet specialproblemsof
insurability.

(7) If no insurer to which an inspectionreporthas beenforwarded
pursuantto clause (3) aboveagreespromptly to provide basicprop-
erty insurancefor the property in question,or if no insurer has been
designatedby the applicant, the facility shall take appropriateaction
to ascertainwhether any memberof the facility will provide basic
property insurancefor the subject property at the applicable prem-
ium rate, including approvedsurchargesfor physical characteristics.

(8) (i) No insurer shall direct any agentor broker or other pro-
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ducer not to solicit businessthrough the Fair Plan, and no agent,
broker or otherproducershall be penalizedin any way by an insurer
for submittingapplicationsfor insuranceto it underthe Fair Plan.

(ii) Recordsof insuranceprocured under the Fair Plan shall be
maintained separatefrom other records of an agent’s or broker’s
businessconductedwith an insurer.

(9) Written notice will be given to any policyholder at leasttwenty
daysprior to the cancellationor nonrenewalof any risk eligible under
the Fair Plan (except in the caseof nonpaymentof premium or
evidenceof incendiarism),andthe insurer shall, in the notice of can-
cellation or nonrenewal, explain to the policyholder the procedures
for obtaining an inspection under the plan.

(10) No agentor broker shallbe permittedto refusean application
for basic property insurancewithin an urban area if he is licensed
to write and is actively~engagedin writing such insurance.

(11) A cooperativeand continuing public educationprogram shall
be undertakenby the PennsylvaniaInsuranceDepartment,the In-
dustry PlacementFacility, and the membersof the facility to assure
that the Fair Plan is given adequatepublicity.

Section 203. Distribution of Risks.—(a) The facility shall have
the power, on behalf of its members—

(1) to direct one or more of its membersto issuepolicies of basic
property insuranceto applicants;

(2) to assumerejnsurancefrom its members;and
(3) to cedereinsurance.
(b) Any member the facility may cede to the facility basic

property insurancecovering property in urban areas,to the extent
and on the terms and conditionsset forth in the plan of operationof
the facility.

(c) If the facility has beenunable to obtain basic property insur-
ancefor any property through the voluntary action of its members
pursuantto section 202 above,it shall promptly determine:

(1) whether the property is insurable (environmental hazard,be-
ing any hazardouscondition that might give rise to loss under an in-
surancecontract but which is beyond the control of the property
owners, shall not be consideredby the facility in determining in-
surablecondition); and

(2) whether there is any unpaid premium due from the applicant
for prior insuranceon the property.

If the facility determinesthat the property is insurable and that
no such unpaid premium is due, it shall promptly causeone or more
of its membersto issuea policy or policies of basicproperty insurance
at the applicablepremium rate, including approved surchargesfor
physical characteristics,in the full insurable value of the property,
for a term of one year, subject to total reinsuranceof such risk by
the facility.

Section 204. Uninsurable Risks.—If the facility finds that the
property is not insurable,it shall promptly supply to the applicanta
written statementsettingforth the featuresor conditionsof the prop-
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erty which prevent it from constituting an insurablerisk and the
measures,if any, which if takenwould makethe property an insur-
able risk.

Section 205. Rules; Regulations.—(a) The commissionermay
promulgaterulesandregulationsto assurethe successfuloperationof
the facility, including the Fair Plan, and as may be necessaryfor
the administrationof this article.

(b) The operationof the InspectionBureauand the Industry Place-
ment Facility shall at all times be subject to the supervisionand
regulation of the commissioner. The commissioner,or any person
designatedby him, shallhavethe powerof visitationof andexamina-
tion into such operationsat any time in the discretion of the com-
missioner. In connectiontherewith, the commissionershall havethe
powersgrantedhim by section216 of the act of May 17, 1921 (P. L.
789),knownas “The InsuranceDepartmentAct of one thousandnine
hundredand twenty-one,” andthe expensesof such examinationshall
beborneandpaidas thereinprovided.

Section 206. Annual andOtherStatements.—TheInspectionBur-
eauand theIndustry PlacementFacility shall eachfile with the com-
missionerannuallyon or before the first day of March a statement
which shallcontain information with respectto its transactions,con-
dition, operationsandaffairs duringthe precedingyear. Such state-
mentshallcontainsuchmattersandinformationas areprescribedby
the commissionerandshall be in such form as is approvedby him.
Thecommissionermayat any time require eachsuch organizationto
furnish him with additional information with respectto its trans-
actions, condition, operationsand affairs or any matter connected
therewithwhich he considersto be materialandwhich will assisthim
in evaluating the scope,operationand experienceof such organiza-
tion.

Section207. Privileged Communications.—Thereshall be no lia-
bility on thepart of, andno causeof action of any natureshall arise
againstinsurers,the InspectionBureau,the Industry PlacementFa-
cility, or their agentsor employes,or the commissioneror his au-
thorized representatives,for any statementsmade in good faith by
them in any reports or communicationsconcerningthe property to
be insured,or at the time of any hearingsconductedin connection
therewith,or in thefindings requiredby the provisionsof this article.
The inspectionreportsand communicationsof the InspectionBureau
and the Industry PlacementFacility shall not be consideredpublic
documents.

Section 208. Appeals; Judicial Review.—(a) Any applicant for
insuranceand any affected insurermay appealto the commissioner
within thirty days after any ruling, actionor decisionby or on behalf
of the InspectionBureau or Industry PlacementFacility. After a
hearingupon not less thanten days’ written notice to the aggrieved
person and the bureau or facility, the commissionershall issue an
order approving the action or decision appealedfrom, disapproving
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suchaction or decision, or directing the bureau or facility to give
further considerationto the matter.

(b) All hearingsheld by andall ordersanddecisionsmadeby the
commissionerpursuantto this article shall be subjectto the provi-
sionsof theactof June4, 1945 (P. L. 1388), known as the “Adminis-
trative Agency Law,” including the provisions therein for judicial
review.

ARTICLE III
PennsylvaniaCivil DisorderAuthority

Section301. Formationof Authority.—In order to makeavailable
to insurerswhich participatein the Industry PlacementFacility the
reinsuranceafforded by the Federal reinsurancefacility against
lossesresultingfrom riotsandcivil disorders,thereis herebycreated
a separateand distinct body corporateand politic which shall be
known as the “Pennsylvania Civil Disorder Authority.” The au-
thority is hereby constituted an instrumentality of the Common-
wealth, and the exerciseby the authority of the powers conferred
by this article shall be deemedand held to be an essentialgovern-
mental function of the Commonwealth.

Section 302. Governing Body; Administration.—Thepowers of
the authority shall be exercisedby a governingbody (herein called
the “board”) composedof the Attorney General of the Common-
wealth, the Secretaryof Revenue,and the InsuranceCommissioner,
who shall selectfrom amongthemselvesachairmananda vice-chair-
man. TheTreasurerof the Commonwealthshallbe designatedtreas-
urerof the authority. The membersof the board shall not be liable
personallyon the bondsor otherobligationsof the authority, and the
rights of creditors shall be solely againstthe authority. The mem-
bersof the board shall receiveno compensationfor their services
as membersbut shall be entitled to reimbursement~or all necessary
expensesincurredin connectionwith the performanceof their duties
as members.

The authority may employ a secretary,an executivedirector, its
own counsel and legal staff, and such technical experts and other
agentsand employes,permanentor temporary,as it may require.
and may determinethe qualificationsand fix the compensationof
such persons. The authority may delegateto one or more of its
agentsor employessuch of its powersas it shall deemnecessaryto
carry out the purposesof this act, subjectalways to the supervision
and control of theauthority.

Section 303. Powers of Authority.—The authority shall exercise
public powersof the Commonwealthas an agency thereof, including
the following powers in addition to thoseherein otherwisegranted:

(1) To cooperatewith any governmentor municipality as herein
defined;

(2) To act as agent of any governmentagency for the public
purposesset out in this act;

(3) To borrow funds from private lenders or from the Corn-
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monwealthor the Federalgovernment,as may be necessaryfor the
operationandwork of the authority, and to carry out the purposes
andprovisions of this act;

(4) To invest any funds held in reservesor sinking funds or any
funds not requiredfor immediatedisbursement,in such investments
as may be lawful for executors,administrators,guardians,trustees
and other fiduciaries under the laws of this Commonwealth;

(5) To sue and be sued;
(6) To adopta seal and to alter the sameat pleasure;
(7) To make and executecontractsand other instrumentsneces-

sary or convenientto the exercise of the powersof the authority,
and any contract or instrumentwhen signed by the chairman or
vice-chairman of the authority, or by an authorizeduse of their
facsimile signatures,andby the secretaryor assistantsecretaryor
treasureror assistanttreasurerof the authority, or by an authorized
useof their facsimile signatures,shall be held to havebeenproperly
executedfor and on its behalf;

(8) To make, to amend,and to repealbylaws, rules, regulations
and resolutions;

(9) To do all actsand things necessaryor convenientto carry out
the powersgrantedto it by this article or any other acts: Provided,
however,That the authority shall haveno power, at any time or in
any manner, to pledge the credit or taxing power of the Common-
wealth, nor shall any of its obligationsbe deemedto be obligations
of the Commonwealth.

Section 304. Civil Disorder Authority Fund.—(a) The authority
shall establisha Civil Disorder Authority Fund (hereinaftercalled
“the Fund”) which shall be available~withoutfiscal year limitation:

(1) To make such paymentsas may, from time to time, be re-
quiredby the FederalreinSurancefacility;

(2) To pay properadministrativeexpensesof the authority; and
(3) To repay such obligations of the authority, including inter-

est thereon, as may be incurred by the authority pursuantto the
provisions of this article.

(b) The fund shallbecreditedwith:
(1) Such amountsas may be advancedto the fund from whatever

sourcein order to maintain the fund in a solvent condition and able
to satisfy its obligations;

(2) Interest which may be earnedon investmentsof the fund;
(3) Moneysborrowed by the authority anddepositedin the fund;

and
(4) Receiptsfrom any other sourcewhich may,from time to time,

be creditedto the fund.
(c) All moneysof the fund, from whateversource derived, shall

be paid to the treasurerof the authority and depositedby him in
one or more banks or trust companies,in one or more specialac-
counts, and each of such special accountsshall be continuously se-
curedby apledgeof direct obligationsof the UnitedStatesof Amer-
ica or of the Commonwealthof Pennsylvania,having an aggregate
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marketvalue,exclusiveof accruedinterest,at all timesat leastequal
to the balanceon depositin suchaccount. Such securitiesshalleither
be depositedwith the treasureror be held by a trusteeor agent
satisfactoryto the authority. All banks and trust companiesare
authorizedto give such security for such deposits. The moneys in
said accountsshall be paid out on the warrant or other order of the
treasurerof the authority or of suchother personor personsas it
may authorizeto executesuch warrantsor orders.

The Departmentof Revenueand the Auditor Generalof the Com-
monwealthand their legally authorizedrepresentativesare hereby
authorizedandempoweredfrom time to time to examinethe accounts
and books of the authority and any othermattersrelating to its f1-
nances,operationsandaffairs.

Section 305. ReimbursementPaymentsto FederalReinsurance
Facility; Necessityfor Claim by FederalReinsuranceFacility; Limi-
tation on Amount of Payments.—(a)Paymentsunder section 304
(a) (1) hereofshall be madeonly upon direction of the Treasurerof
the Commonwealthandafter receiptby him of aclaim from theFed-
eral reinsurancefacility. Prior to the making of suchpaymentthe
authority shall make such investigationas it may deemappropriate
in order to verify the correctnessof the claim madeby the Federal
reinsurancefacility.

(b) The total amountof any suchpaymentsmadeduringanycalen-
dar year shallnot exceedfive per cent of the aggregateproperty in-
surancepremiums earnedin the Commonwealthduring the preced-
ing calendaryearon thoselinesof insurancereinsuredby the Federal
reinsurancefacility in the Commonwealthduring the current year.

Section306. Bonds of Authority.—(a) Within thirty days follow-
ing receiptof a direction from the Treasurerof the Commonwealth
to make paymentof a claim to the Federalreinsurancefacility, the
authority shalloffer to sell bonds,the aggregateprincipal amountof
which shall be adequateto pay the total amountof the claim received
from the Federalreinsurancefacility, subject to the limitation con-
tainedin section305 (b) above,plus the reasonableexpensesof the
sale,dueconsiderationhavingbeenfirst given to the moneysat that
time in the fund and availablefor paymentof the claim of the Fed-
eral reinsurancefacility.

(b) The proceedsof the sale of such bondsshall be paid into the
fund andshallbe usedto satisfy the claim of the Federalreinsurance
facility which occasionedthe sale of such bonds; any amount re-
maining after satisfactionof such claim shall be held in the fund
and may be used for any of the purposesset forth in section 304.

(c) The bondsof the authority shall be authorizedby resolution
of the board or by and pursuantto an indentureof trust and shall
be of such series,bear such date or dates, be stated to mature at
such time or•times,not exceedingthirty years from their respective
dates,be issuedas serial or term bonds,or as part serial and part
term bonds, or any combination thereof,or as a single bond payable
in installments, bear interest payable annually, semi-annually or
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quarterly, be in such denominations,he in such form, either as
negotiablecommercialpaper, or as investmentsecurities in bearer
or registeredform, carry such registration,exchangeabilityand in-
terchangeabilityprivileges, be payable in such medium of payment
and at such place or places,be subjectto such termsof redemption
at suchpricesnot exceedingone hundredsix per centof the principal
amount thereof, and be entitled to such priorities in the revenues
or receipts of the authority as such resolution or indenture may
provide. The bonds shall be signed manually or by facsimile by
such officers as the authority shall determine, and coupon bonds
shall have attachedthereto interest couponsbearing the facsimile
signatureof the treasurerof the authority, all as may be prescribed
in suchresolutionor indenture. No bond shallbe issuedor delivered
without at least one manual signature, which may be that of an
officer of the fiscal agentor of the trusteeunder the relevantresolu-
tion or indenture. Any such bonds may be issued and delivered
notwithstandingthat oneor more of the officers signing such bonds,
or the treasurerwhosefacsimilesignatureshall be upon the coupons
or any thereof, shall haveceasedto be such officer or officers at the
time when such bonds shall actually be delivered.

(d) Such bonds shall be sold to the highestresponsiblebidder or
bidders proposing the lowest net interestcost to the authority, de-
termined by computingthe intereston the bonds to their statedma-
turity datesand adding thereto the discount or subtractingthere-
from the premium specified in such bid, after public notice, by two
advertisementsin not less than threenor more than five newspapers
of large generalcirculation in different parts of the Commonwealth,
the first advertisementto be publishednot less than twenty days
and the secondnot less than five days before the day fixed for the
opening of bids. No bonds shall be sold if the net interest cost,
computed to statedmaturity datesof the bonds, of the money re-
ceived for any issueof such bonds shall exceedsix per cent a year.
The advertisementof sale shall contain a general descriptionof
the bonds, the manner, place and time of the sale, or the time
limit for the receiptof proposals,the nameof the officer to whom,
or to whose designee,bids or proposals shall be delivered, and a
statementof the terms and conditionsof sale: Provided,however,
That any of said bondsmay be sold to the State Employes’ Retire-
ment Board, 1 School Employes’ RetirementBoard, or to any other
custodialboard or fund, or to StateEmploycs’ RetirementFund, or
by private placementwith a group of not more than twenty-five
ultimate investorswho purchasefor investmentand not with a view
to distribution,without advertisementor competitivebidding. Pend-
ing the preparationof the definitive bonds, interim receiptsor tem-
porary bondsmay be issuedto the purchaseror purchasersof such
bonds andmay containsuch terms and conditionsas the authority
may determine.

1 “School Employes’RetirementBoard” not in original.
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(e) Any resolution or indentureauthorizing any bonds may con.
tam provisionswhich shall be part of the contractwith the holders
thereof as to:

(1) Pledgingthe full faith andcredit of the authority (but not of
the Commonwealthor any political subdivision thereof) for such
bonds or restricting the sameto all or any of the revenuesor re-
ceipts of the authority;

(2) The termsand provisionsof the bonds;
(3) The setting asideof reservesor sinking funds and the regula-

tion and disposition thereof;
(4) Any terms and provisions for the security of the bonds or

under which the samemay be issued;
(5) Any other or additional agreementswith the holders of the

bonds.
(f) The authoritymay enterinto any indenturesof trust, or other

agreementswith any bank or trust company or other person or
personsin the United States having power to enter into the same,
or may designateany such as fiscal agentunder a bond resolution,
in order to provide for the security for such bonds, and may assign
and pledge all or any of the revenuesor receiptsof the authority
thereunder. Such indenture, resolution, or other agreementmay
contain such provisionsas may be customaryin such instruments
or as the authority may authorize, including provisionsas to:

(1) The application of funds and the safeguardingof funds on
hand, investedor on deposit;

(2) The rights and remediesof said trusteesor fiscal agentand
the holders of the bonds (which may include restrictionsupon the
individual right of action of such bondholders); and

(3) The terms and provisionsof the bonds or the resolutionsor
indenturesauthorizing the issuanceof the same.

Section307. Remediesof Bondholders.—Pherights and the rein-
ediesherein conferred upon or grantedto the bondholdersshall be
in addition to and not in limitation of any rights and remedies
lawfully grantedto such bondholdersby the resolution or indenture
providing for the issuanceof bond. If the authority shall default
in the paymentof the intereston any of the bondsafter the same
shall becomedue, and such default shall continue for a period of
thirty days,or if the authority shall default in the paymentof prin-

•cipal after the sameshall becomeduewhether at maturity or upon
any unTevoked call for redemption,or if the authority shall fail
or refuseto comply with the provisionsof this act or shall default
in any agreementmadewith the holders of the bonds, the holders
of twenty-five per cent in aggregateprincipal amountof bondsthen
outstandingunder the indentureor bond resolution involved, by in-
strumentor instrumentsfiled in the Office of the Recorderof Deeds
of the County of Dauphin and proved or acknowledgedin the same
manneras a deedto be recorded,may (except as such right may
be limited under the provisionsof any indentureor otheragreement
as aforesaid)appoint a trusteeto representthe bondholdersfor the
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purposesherein provided. Such trusteeor any trustee under any
indentureor the fiscal agentunderanyresolutionor otheragreement
may, and uponwritten requestof the holders of twenty-five per cent
(or such otherpercentageas may be specifiedin any resolution, in-
dentureor other agreementaforesaid) in principal amount of the
bonds then outstandingunder such indentureor resolution shall, in
his or its own name—

(1) By mandamusor other suit, action or proceedingat law or.
in equity, in the CommonwealthCourt enforceall rights of the bond-
holders,including the right to require the authority to carry out any
agreementas to, or pledge of, the revenuesor receiptsof the au-
thority and to require the authority to carry out any other agree-
ments with, or for the benefit of, the bondholders,and to perform
its duties under this act;

(2) Bring suit upon the bondsin the CommonwealthCourt;
(3) By action or suit in equity, in the CommonwealthCourt, re-

quire the authority to accountas if it were the trusteesof an ex-
presstrust for the bondholders;

(4) By action or suit in equity, in the CommonwealthCourt, en-
join any acts or things which may be unlawful, or in violation of
the rights of the bondholders;or

(5) By notice in writing to the authority, declareall bonds due
and payableand, if all defaults shall be madegood, then with the
consentof the holdersof twenty-five per cent (or such other percent-
ageas may be specifiedin any indenture,resolutionor other agree-
mentaforesaid)of the principal amountof the bondsthenoutstand-
ing, to annul such declarationand its consequences.

ARTICLE IV
Basic Property InsuranceAssessment

Section 401. Basic PropertyInsuranceAssessment.—Inorder to
provide for the paymentof the principal of and interest on bonds
of the authority, issuedpursuantto section 306 of this act, an as-
sessmentis hereby levied on each insurer which is a member of
the Industry PlacementFacility. The amount of such assessment
shall be two per cent of the aggregategrosspremiums receivedby
such insurer for policies of basicproperty insurance,or any compo-
nent thereof, including homeownersand commercialmultiple peril
policies, written within this Commonwealth.

Section 402. Paymentto PennsylvaniaCivil DisorderAuthority.
—Every insurershall, on or before the fifteenth day of April of each
year, computeand pay to the Treasurerof the PennsylvaniaCivil
Disorder Authority the aggregateassessmentsdue upon the gross
premiumsreceivedby it for basicproperty insurancewritten within
the Commonwealthduring the calendar year immediately preced-
ing saidpaymentdate. Said aggregateassessmentsshall bear in-
terestat the rate of six per centper annumfrom the date the same
are due andpayable to the authority until paymentis made.

Section 403. Reportsand Statements.—Thecommissionermay at
any time require any insurer to furnish him with such information
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as he, in his discretiQn,may deemnecessaryin order to determine
whetheror not such insurer is complying with the provisionsof this
article.

Section 404. Effective Date—Theassessmentprovided for here-
in shall be collectible on all policies of basic property insurance,or
any componentthereof, including homeownersandcommercialmulti-
p]e peril policies, written on and after the thirtieth day following
issuanceby the authority of its bondspursuantto section306 of this
act.

Section 405. Termination of Assessment.—Theassessmentim-
posed by this article shall remain in full force and effect until all
bondsissuedby the PennsylvaniaCivil DisorderAuthority havebeen
retired, and shall thereafter terminateat such time and upon such
terms and conditions as shall be specified by the board of the au-
thority.

ARTICLE V
Miscellaneous

Section 501. Constitutionality.—If any provision or clause of
this act or the applicationthereof to any personor situation is held
invalid, such invalidity shall not affect other provisionsor applica-
tions of the act which can be given effect without the invalid pro-
vision or application, and to this end the provisionsof this act are
declaredto be severable.

Section 502. Effective Date—This act shall take effect upon
the effective date of the establishmentof the Federal reinsurance
facility and shall remain in effect only so long as the Federal rein-
surancefacility or any part thereof shall remain in effect, except
that—

(1) Policies issuedpursuantto the direction of and other obliga-
tions incurred by the industry PlacementFacility shall not be im-
paired by the expiration of this act and such facility shall be con-
tinued for the purposeof servicing such policies and performing
such obligations;

(2) All bonds issuedand other obligationsincurred by the Penn-
sylvania Civil Disorder Authority shall not be impaired by the ex-
piration of this act and such authority shall be continued for the
purposeof servicing such bonds and performing such obligations;
and

(3) The collectionof the basicproperty insuranceassessmentshall
terminateas provided in section 405 of this act.

APPROVED—The31st day of July, A. D. 1968.

RAYMOND P. SHAFER.


