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UPDATED M ANUAL

Please find enclosed the 2014 update to the Edwards Wildman Palmer LLP Excess and Surplus Lines
Law Manual.

Thisisacompletely updated version and should replace in entirety any previous version that you may
have.

Thismanual is also available on our firm's website at http://surplusmanual .edwardswildman.com, and in
PDF format. If you would like to receive a PDF version of this manual, please email
surpluslines@edwardswildman.com.
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PREFACE
STATES IMPLEMENTATION OF NRRA IN 2013

The Nonadmitted and Reinsurance Reform Act (“NRRA™) came into effect on July 21, 2011 as part of the
Dodd-Frank Wall Street Reform and Consumer Protection Act. The purpose of the NRRA was to create a
more simplified and efficient surpluslinestax payment and regulatory system by limiting regul atory authority
of surplus lines transactions to the home state of the insured and by establishing federal standards for the
collection of surplus lines premium taxes, insurer eligibility, and commercia purchaser exemptions.

Thusfar, 49 states have enacted legidation to implement the NRRA. These state laws focus on surpluslines
premium taxation, which is the most challenging compliance issue for both brokers and state regulators. In
addition to the tax issue, most of the states have attempted to conform their lawsto the other i ssues addressed
by the NRRA, including the exempt commercia purchaser exemption and surplus lines insurer eigibility
standards. However, even if a state has not taken appropriate action, the NRRA standards till apply.
Therefore, surpluslines brokers must look to both the NRRA and the laws of the home state of theinsured to
determine what they need to do to comply with all applicable rules under NRRA.

What followsisasummary of the key provisions of the NRRA that will affect the current regulation of surplus
linesinsurance in the United States.

ONE-STATE COMPLIANCE

The NRRA grants the insured’ s home state with exclusive authority to regulate placement of nonadmitted
insurance. Thefederal act statesthat no state, other than an insured’ s home state, may require asurpluslines
broker to belicensed in order to seéll, solicit, or negotiate non-admitted insurance with respect to such insured.
In addition, the NRRA explicitly providesfor the preemption of laws, regulations, provisions, or actionsof any
state that appliesto nonadmitted insurance sold, solicited by, or negotiated with aninsured whose home stateis
another state. This preemption, however, does not extend to workers compensation insurance and any law,
rule or regulation that prohibits placement of workers' compensation or excess insurance for self-funded
workers' compensation plans with a nonadmitted insurer.

Under the federal act, only the insured’ s home state is permitted to collect premium taxes for nonadmitted
insurance. All other states are preempted from applying their surplus lines laws to such transactions. As
defined inthe NRRA, ‘*home state’’ means: (i) the state in which an insured maintainsits principal place of
businessor in the case of anindividual, theindividual’ sprincipa residence; or (ii) if 200 percent of theinsured
risk islocated out of the statereferred toin clause (i), the state to which the greatest percentage of theinsured's
taxable premium for that insurance contract is all ocated.

Tofacilitate the payment of premium taxes among the states, the NRRA also alowsan insured’ shome stateto
require surpluslinesbrokers aswell asinsuredswho have independently procured insuranceto fileannua tax
allocation reports with the insured’s home state detailing the portion of the nonadmitted insurance policy
premium or premiums attributable to properties, risks, or exposures located in each state.
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UNIFORM STANDARDS FOR SURPLUSLINESELIGIBILITY

The NRRA empowers the states to create uniform national requirements, forms and procedures for insurer
eigibility for U.S. domiciled (foreign) surplus lines insurers. As the states have yet to adopt a nationwide
eligibility standard, the default standards established under NRRA arenow in effect in all states. Specifically,
a U.S. domiciled surplus lines insurer needs to meet two substantive requirements under the NAIC Non-
admitted Insurance Model Act, i.e., 1) maintain capital and surplus of at least $15 million (or the minimum
capital and surplus reguirement under the law of the insured’ shome state if higher); and 2) be “ authorized to
writein itsdomiciliary jurisdiction.”

With respect to alien (non-U.S.) surplus lines insurers, states may not prohibit a surplus lines broker from
placing non-admitted insurance with, or procuring non-admitted insurance from, a non-U.S., non-admitted
insurer that is listed on the Quarterly Listing of Alien Insurers maintained by the NAIC's International
Insurer’s Department (“11D List").

While most states have now amended their surpluslineslawstoincorporatethe NRRA requirements, anumber
of state regulators are continuing to request financial and/or premium information aswell asafeein order to
include that company on their state’s eligibility list. While these lists are “voluntary”, many surplus lines
carriers have opted to participate as they believe their absence from an digibility list places them at a
commercia disadvantage in the market. We expect the states requiring these additional submissions will
diminishintime asthey begin to rely more on the financial information that is now availablefor referenceand
download from the NAIC website.

EXEMPT COMMERCIAL PURCHASERS (ECP’S)

The NRRA preemptsany state laws or regulationsrequiring asurpluslines broker seeking to procure or place
nonadmitted insurance for certain sophisticated commercial purchasers' to satisfy diligent search requirements
if the broker: (1) has disclosed to the purchaser that such insurance may be available from the admitted market
which may provide greater protection with more regulatory oversight; and (2) the purchaser has subsequently
requested in writing the broker to procure from or place such insurance with a nonadmitted insurer. States
which have export listswill likely treat ECP' sas an additional category of the export list. Thesetransactions
will gtill haveto be reported in the home state of the insured as only the diligent effort requirement iswaived.

STATES' PARTICIPATION IN NATIONAL PRODUCER DATABASE

The NRRA encourages states to participate in the nationa insurance producer database of the NAIC, or any
other equivalent uniform national database, for the licensure of surpluslines brokers and the renewal of such
licenses. Any state that did not participate in such system by July 21, 2012 is prohibited from collecting any
feesrelating to licensing of an individual or entity as a surplus lines broker in the applicable state.

1 Under the NRRA, an exempt commercial purchaser is any person purchasing commercial insurance that, at the time of placement,
meetsthefollowing requirements: (A) The person employs or retainsaqualified risk manager (asdefined in the NRRA) to negotiate
insurance coverage; (B) The person has pai d aggregate nationwide commercia property and casualty insurance premiumsin excess of
$100,000 in theimmediately preceding twelve months; and (C) The person meets at |east one of the five following criteria: (1) the
person possesses a net worth in excess of $20,000,000, (I1) the person generates annual revenuesin excess of $50,000,000, (I11) the
person employs more than five hundred full-time or full-time equivalent employees per individual insured or is a member of an
affiliated group employing more than 1,000 employees in the aggregate, (1V) the person is a not-for-profit organization or public
entity generating annual budgeted expenditures of at |east $30,000,000 or (V) the person isamunicipality with apopulation in excess
of fifty thousand persons. Currently, thereare 21 U.S. jurisdictions which exempt non-admitted insurersfrom surpluslinesregulation
insurance procured by “industrial insureds’ and an additional 12 states where an “industrial insured” exemption isrecognized with
respect to captive insurers or workers' compensation insurance only. A complete list of these states and the rel evant exemptions can
be found in Appendix C.
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IMPLEMENTATION OF NRRA

Virtually all of the states’ surplus lines codes have been amended to incorporate many of the terms of the
NRRA. Whilethe NRRA recognized that the states may enter tax-sharing arrangements for surplus lines
premium tax, the states have yet to agree on a consistent tax-sharing arrangement or clearinghouse model.
As apractical matter, tax-sharing for surplus lines would only impact a small number of transactions since
it applies only to risks having multi-state exposures which comprise approximately 5% of al surplus lines
transactions.

The two principa tax compact models are the Non-admitted Insurance Multi-State Agreement (NIMA),
and the Surplus Lines Insurance Multi-State Compliance Compact (SLIMPACT). A number of states such
as California, New Y ork and Texas have chosen athird option which is to forego both interstate compact
approaches completely and opt to tax and keep 100% of surplus lines premium tax for coverage provided
to the home states insured.

NIMA is advocated by the NAIC and would create a central clearinghouse for reporting, collecting and
distributing surplus lines taxes among participating states in accordance with a uniform risk allocation
formula. NIMA requires each state to establish a single tax rate (rather than a state-by-state tax rate).
Where the home state of the insured utilizes the services of a Stamping Office, the Stamping Office will
also be permitted to impose stamping fees in addition to the tax. Currently, five states (Florida, Louisiana,
South Dakota, Utah and Wyoming) and Puerto Rico representing 17% of nationwide surpluslines
premiums have endorsed NIMA. The NIMA agreement does not require a minimum number of members
for operation. The nine SLIMPACT members are Alabama, Indiana, Kansas, Kentucky, New Mexico,
North Dakota, Rhode Island, Tennessee and Vermont. SLIMPACT requires ten membersto begin
operations.

In an effort to expand NIMA' sroster, the Florida Surplus Lines Service Office, which actsas a
clearinghouse for NIMA, has begun offering a 12 month associate membership whereby non-NIMA states
can use the clearinghouse for free to determine its benefit to them. Since NIMA introduced the associate
membership option in April 2013, afew additiona states have expressed their intent to become associate
members and it is believed that by 2014, NIMA will have the required ten members to keep the compact
going.
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ELIGIBILITY AND FILING REQUIREMENTSBY STATE

Thefollowing section setsforth asummary of the surpluslineseligibility and filing requirements of the various
states for both foreign (U.S.) and alien surplus linesinsurers. This information is based upon state surplus
lines laws and regulations as well as responses to surveys that were sent to state insurance departments and
surpluslines associations. Copies of applications and other pertinent forms may be obtained by contacting our
firm or the state insurance departments directly.

It should be noted that most states treat reinsurance, independently procured/direct placement insurance,
industrial insurance and insurance on subjects located out-of-state as outside the ambit of surplus lines
regulation.

SURPLUSLINESLAWS- GENERALLY

Every U.S. jurisdiction has a surplus lines law, although the regulation of surpluslinesbusinessis primarily
focused on surplus lines brokers. Despite the increasing interest in the solvency of non-admitted insurers,
which has made the approval process somewhat more detailed, thereisstill almost no rate and form regulation
of surpluslinesinsurers. By contrast, licensed insurersin the U.S. are broadly regulated asto solvency, rates
and forms, market conduct, permissible investments, leverage (whether as to capital structure, premium to
surplus ratio, or limit of risk to surplus) and affiliate relationships. Licensed insurers are also required to
participate in a variety of government mandated insurance programs and pay assessments levied by state
guaranty funds in the event of insurer insolvencies.

Intheory, surpluslinesinsurers may not compete directly with licensed insurersfor business and should write
only business that licensed insurers will not write. Such “surplus’ business must be “exported” by specidly
licensed surplus lines brokers who ensure that the required diligent search of licensed insurers has been
accomplished and who also make appropriate tax and other filings. Certain jurisdictions maintain lists of
coverages which are deemed to be generally unavailable from the admitted market (“ export” lists), obviating
even the need for the broker to first attempt to place these kinds of insurance with licensed carriers. In order
for an unauthorized insurer to avail itself of the opportunity to write business under the surplus lines laws of
the various jurisdictions, it must first become an eligible surplus linesinsurer in those jurisdictions.

NAIC APPROVAL

A non-U.S. (aien) insurer wishing to accept surplus lines insurance typically starts the process with an
application for inclusion on the Quarterly Listing of Alien Insurers published by the International Insurers
Department (“11D List”) of the National Association of Insurance Commissioners(“NAIC”). Thisincludesthe
establishment of atrust fund, for the benefit of its U.S. policyholders, which isrevalued annually and currently
calculated to be the lesser of:

(a) $100,000,000; or
(b) for business written on or after January 1, 1998, 30% of any amount up to the first $200,000,000
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plus 25% of any amount up to the next $300,000,000 plus 20% of any amount up to the next
$500,000,000 plus 15% of any amount in excess of $1,000,000,000 of either the Company’ s United
States gross surplus lines liabilities or the Company’s direct non-admitted United States liabilities
excluding liabilities arising from aviation, wet marine and transportation insurance and direct
placements. The Trust Fund Minimum Amount may in no event be less than $5,400,000.

The application also requires that the company provide copies of its articles of incorporation and by-laws,
biographical affidavits of the insurer's officers and directors, a business plan describing the insurer's global
business followed by a description of the proposed lines of U.S. business, and financial statements. This
information must be updated annually. A more detailed description of the application procedure and the
standards for inclusion on the NAIC Quarterly List are contained in the 11D Plan of Operation (see Appendix
E).

ELIGIBILITY REQUIREMENTSOF INDIVIDUAL STATES

Thelawsof most U.S. jurisdictionsrequirethat asurpluslinesinsurer be deemed “€dligible’ by meeting certain
financia criteria or by having been designated as“ ligible’ on astate-maintained list. Prior to NRRA, state
eigibility standards varied widely from state to state.

Following the enactment of NRRA on July 21, 2011, asurpluslinestransaction issubject only to the eligibility
requirements of the insured’s home state. To the extent the home state has established its own statutory or
regulatory insurer eligibility requirements, they must be consistent with the NRRA.

Under NRRA, the states are prohibited from imposing eligibility requirements on foreign (U.S.) surpluslines
insurers except for (i) standards that conform with the NAIC’s Non-Admitted Insurance Model Act (“the
Model Act”) or (ii) “ nationwide uniform requirements, forms and procedures’ enacted pursuant to acompact
or other agreement among the states.

The Model Act requires aforeign surpluslinesinsurer to:

(i) be authorized in its domiciliary state to write the type of insurance that it writes as surplus lines
coverage; and

(i) have capital and surplus, or its equivalent under the laws of itsdomiciliary jurisdiction, equaling the
greater of (1) the minimum capital and surplus requirements under the law of the home state of the
insured, or (2) $15 million.

Under the Model Act, the insured’ s home state commissioner may reduce or waive the capital and surplus
requirements down to aminimum of $4.5 million) after the commissioner makes afinding of eligibility based
on several factors.

In addition to eligibility requirementsfor U.S. domiciled insurers, the NRRA requiresthe statesto permit the
placement of surplus lines coverage with nonadmitted insurers domiciled outside the United States (alien
insurers) that arelisted onthe NAIC’ s Quarterly Listing of Alien Insurers. Thus, al states must permit NAIC-
listed alien insurers to place surplus lines coverage. A state may allow placement of coverage with alien
insurers not on the NAIC list (and have a separate set of requirements for those non-listed insurers), but the
states cannot refuse to allow placement with NAIC-listed alien insurers.

© 2014 Edwards Wildman Palmer LLP 1.2
Revised, 1/2014



TheNAIC sQuarterly Listing of Alien Insurersisavailablefor reference and download on the NAIC' swebsite
at: http://www.naic.org/committees e surplus lines fawg.htm.

Many U.S. jurisdictions are now tending to recognize that the IID List is effectively the approved list of
eligible nonadmitted insurers based outside the U.S. Nevertheless, anumber of stateregulatorsare continuing
to request financial and/or premium information and in some cases afee, in order to include that company on
their states’ eligibility list. Whiletheleve of filing information varies by state, we expect these data requests
will diminish in time as state insurance departments begin to rely more on the information now available for
reference and download from the NAIC' swebsite for surplus lines eligibility purposes.

In the Fall of 2012, a sub-group of the NAIC's Surplus Lines Task Force was created to develop
recommendations for the states regarding uniform nonadmitted insurer eligibility requirements. The goa of
the sub-group was to create a “ best practices’ approach for the states that would allow for amore consistent
company review procedure, thus reducing the number and variety of filings required nationwide for surplus
lines eligibility purposes. To this end, the sub-group sent a survey to State Insurance Commissioners to
discover, among other items, whether the states placed responsibility on brokersto make sure that nonadmitted
insurersmeet all of the statesfinancial and administrative standards or if nonadmitted insurersbear the burden
of providing documentation to the state in order to comply with state requirements or regulations. The sub-
group found that many of the state requirements rel ated to insurer documentation might be satisfied by existing
resources available electronically onthe NAIC website. A related survey created by the NAIC in 2013 seeksto
determine the type of data being collected by the states in connection with multistate premiums paid to
nonadmitted insurers and whether the states may be willing to share thisinformation with the NAIC.

INDEPENDENTLY PROCURED/DIRECT PLACEMENT INSURANCE

Surplus lines is actually one of two methods of accessing the non-admitted market. The second method is
known asadirect placement or independently procured placement. Thistakes place when aninsured eectsto
go out of the state and purchase the desired insurance from an unauthorized carrier either directly with the
company or through a broker or agent not licensed by the jurisdiction in which the risk islocated, such asa
Lloyd's Broker.

Theright of aU.S. citizen to leave the state to obtain insurance on arisk located in the state with an unlicensed
company without being regulated by the state was first enunciated by the United State Supreme Court in its
landmark decision State Board of Insurancev. Todd Shipyards Corporation. Inthat case, theHigh Court also
upheld the right of the buyer to be free of taxation on the transaction if the only contact with the state wasthe
fact that the insured risk was located in the state.

In Todd Shipyards, the insurance buyer was located out of state and purchased property coverage out of state
from an unauthorized insurer. The only connection or nexus with the state in the Todd Shipyardstransaction
was the location of the insured property. Under this set of facts, the High Court concluded that under the
McCarran-Ferguson Act, the state was precluded from taxing or regulating the transaction.

While anumber of subsequent decisions have distinguished Todd Shipyards, the current case law would till
protect a direct placement transaction from state regulation provided the following circumstances apply:

e Theinsured does not accessthe non-admitted insurer through aresident agent or surpluslinesbroker.

e Thereisno activity by the non-admitted insurer in the state either in the making or in the performance
of the contract.
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e The transaction takes place "solely" (or, in New Y ork, "principally") outside of the state where the
insured islocated.

Currently, only 43 U.S. jurisdictions have enacted self-procurement/direct placement statutes (see Appendix
B). However, since these statutes govern actions by buyers that are "constitutionally guaranteed,” they are
intended moreto tax rather than to regul ate the transaction. These statutes do not prescriberules or procedures
which would grant jurisdiction over a non-admitted carrier in a self-procurement transaction, but simply
impose atax on the insured for the privilege of procuring insurance on its own behalf. Thus, subject to the
judicia limitations mentioned above, state statutory authority isnot required for acitizen to leavethe state and
purchase insurance from a non-authorized carrier.

INDUSTRIAL |NSURANCE

There are 22 U.S. jurisdictions which currently exempt nonadmitted insurers from surplus lines regulation
insurance procured by industrial insureds, and an additional 12 stateswhere an "industrial insured” exemption
is recognized with respect to captive insurers or workers' compensation insurance only (see Appendix C).
State statutes define industrial insureds in various ways, but, in most states, the exemption applies to
"sophisticated commercia buyers' having at least $25,000 in annual premium for non-mandatory coverages,
full-time risk managers or outside insurance consultants advising them of procuring insurance, and a certain
number of full-time employees (usually 25) or amount of gross sales.

Any company that qualifies under the industria insured exemption can procure insurance from an
unauthorized insurer without leaving the state or following surplus lines procedural requirements. Thus,
declinations from the admitted market are not necessary. There is no escape from premium taxes, however,
since most states still seek to tax that portion of the premium allocable to in-state risks. The burden of filing
and paying the tax will typically fall on the insured, since a surplus lines licensee is not required in the
transaction.

Theindustrial insured exemption has not been adopted (except for captiveinsurersonly) in some of thelargest
surplus lines states such as New York, Florida and Texas. Moreover, the NAIC Non-Admitted Insurance
Model Act makes no provision for industrial insurance other than to include a drafting note to the effect that
individua states can consider exemptions for industrial insurance purchased by a sophisticated buyer.

COMMERCIAL PURCHASER EXEMPTION

The NRRA also establishesasingle“ exempt commercial purchaser” definition and exemption standard that is
applicable in every state. However, this is not a full exemption but only waives the diligent search
requirement. This means a broker may go directly to the surplus lines market to place a policy for an exempt
commercial purchaser if (i) the broker has disclosed to the exempt commercia purchaser that coverage may be
available from the admitted market, which may provide greater protection with more regulatory oversight; and
(i) the exempt commercia purchaser has requested in writing that the broker procure/place such coveragewith
asurpluslinesinsurer.

Mogt states which had industria insured exemptions prior to the enactment of NRRA are continuing to
recognize these exemptions (see Appendix C). Thus, inthose stateswheretheindustrial insured exemptionis
retained, there could be two classes of exemptions. 1) For entities meeting the NRRA exempt commercial
purchaser requirements;, and 2) An additional class for entities that meet the state’s industrial insured
exemption. Prior to utilizing these exemptions, brokerswould be well advised to consult the law of the home
state of theinsured as well asthe NRRA definition to ensure that the exemption is used correctly.
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OCEAN MARINE AND TRANSPORTATION INSURANCE

Thesurpluslineslawsof 41 of the 53 U.S. jurisdictions (including District of Columbia, PuertoRicoand U.S.
Virgin Islands) provide sometype of ocean marine and transportation exemption. Most of these states provide
a complete exemption for "ocean marine" athough these exemptions do not always extend to aviation or
transport risks generally. Those jurisdictions which do not have a full statutory exemption (or require such
businessto be written by an eligible surpluslinesinsurer) include Connecticut, District of Columbia, Florida,
Kansas, Massachusetts, Michigan, Minnesota, Mississippi, Missouri, Oklahoma, Texas, and Wisconsin. In
these states, insurers must follow the individual criteria for writing surplus lines business as set forth in the
state's surplus lines laws.

BROKER LICENSING

The NRRA prohibits any state except the home state of the insured from requiring that a surplus lines broker
be licensed in order to sell, solicit, or negotiate surplus lines insurance with respect to the insured.
Accordingly, abroker is only required to maintain one surplus lines producer license to place asurpluslines
policy, i.e., alicense (resident or non-resident) in theinsured’ s home state. For awholesale transaction, the
wholesale broker on each such account must have the appropriate licensein the“home state of theinsured” for
each state where placements are made.
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ALABAMA

GENERAL INFORMATION:

1. Alabamadoesnot maintain alist of eligible
surpluslines insurers but does publish alist of
certain unauthorized insurers that are known to
beineligible either asto financial regquirements
or asto claims practices.

2. Alabamadoes have a Surplus Lines
Association.

3. Alabamadoes not have an Export List.

4. Alabamadoes have anindustrial insured

exemption that will remain in effect (see

Appendix C). Asof 7/21/2011, the exempt

commercial purchaser exemption also became

effective but is not yet codified.

Surpluslinestax: 6%, payable by broker.

6. Alabamahasadopted SLIMPACT (HB 76, Act
2011-537) Effective: September 1, 2011.

o

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Alabama may not prohibit a surplus lines broker from
placing nonadmitted insurance with, or procuring
nonadmitted insurance from, a nonadmitted insurer
domiciled outside the U.S. that islisted on the
Quarterly Listing of Alien Insurers maintained by the
International Insurers Department of the NAIC.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

Alabama may not impose eligibility requirements on,
or otherwise establish eligibility criteriafor,
nonadmitted insurers domiciled in aU.S. jurisdiction,
except:

1. Alabamamay require that the insurer be
authorized to write the type of insurance in its
domiciliary jurisdiction; and

2. Alabamamay require that the insurer have
capital and surplus or its equivalent under the
laws of its domiciliary jurisdiction which equals
the greater of:

e  The minimum capital and surplus
requirements under the law of Alabama; or
« $15,000.000
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The insurance commissioner may waive the minimum
capital and surplus requirements if the commissioner
makes an affirmative finding of acceptability after
considering: quality of management, capital and
surplus of a parent company, company underwriting
profit and investment trends, market availability, and
company record and reputation within the industry.
The commissioner may not make a finding of
acceptability of the insurer’s capital and surplusis
under $4.5 million.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Wet marine and transportation insurance.

2. Insurance on subjects located, resident or to be
performed wholly outside Alabama or on
vehicles or aircraft owned and principally
garaged outside Alabama.

3. Insurance on property or operation of railroads
engaged in interstate commerce.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft or aircraft operated in
scheduled interstate flight, or cargo of such
aircraft or against liability, other than
workmen's compensation and employer’s
liahility, arising out of the ownership,
maintenance or use of such aircraft.

5. The property and operations of the shipbuilding
and ship repair industry engaged in interstate or
foreign commerce and vessels, cargoes,
watercraft, piers, wharves, graving docks,
drydocks, marine railways and building ways,
commonly known as wet marine.

6. Industria insurance.

OTHER COMMENTSOR REQUIREMENTS:

1.  Pursuant to aBulletin issued on May 25, 2004,
the Alabama Department of Insurance
(“ALDOI") instituted a system to electronically
capture data reported by surplus lines brokers
and surplus lines insurers, the purpose of which
isto ensurethat all policies written in Alabama
on asurplus lines basis are reported to the
ALDOI and all taxes due to the state of
Alabama are paid.
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The program compares data collected from
surplus lines companies doing businessin
Alabama against the data collected from
Alabama brokers, thus surplus lines companies
need to ensure that they have the correct name
and license number of Alabama brokers placing
business on their behalf.

Any surplus lines company failing to cooperate
with the ALDOI in this program will be deemed
to be conducting “its affairsin a manner asto
result in the avoidance of payment of tax,” in
violation of Section 27.10.26, Code of Alabama
1975, and will be subject to the penalties
thereof, which in effect would mean being
“blacklisted” as an acceptable surplusline
insurer in Alabama.

For information as to what information must be
included in the electronic report, please refer to
the ‘Instructions for Formatting the Excel
Spreadsheet’ and the * Surplus Lines
Unauthorized Insurance Policy Data’ example
located on the ALDOI homepage at
www.aldoi.gov under ‘Online Services' then
‘Surplus Line Information.’

Form PR can be found on the ALDOI homepage
under ‘ Companies/Filing Requirements/Annual
Audit Exam Transmittal Form PR.’

Onusison broker to ascertain if insurer:

o Isfinancially secure;

« Hastransacted businessfor 5 yearsin its
domiciliary country or state unlessitisa
wholly owned subsidiary of an insurer
authorized in Alabama;

« Isnot controlled by a foreign government;

« Hasnot been declared ineligible; and

o Hasappropriate trust fund (if alien).
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Alabama enacted legislation in 2010 which
allows a surplus lines broker to place part of an
insurance risk with a non-admitted insurer
which otherwise satisfies the requirements for
asurpluslinesinsurer in the state, except for
the five year seasoning requirement in its
domiciliary jurisdiction, by making a special
deposit in the state of not less than $1,000,000
for the benefit of Alabama policyholders.

The Alabama DOl issued aBulletin in 2013
clarifying that the written disclosure statement
required to be sent to insureds to the effect that
the insurance coverage provided is not written
by an authorized (licensed) insurer and not
subject to guaranty fund protection, no longer
appliesto commercial insurance. The 1992
Bulletin which imposes the disclosure
reguirement will continue to apply to personal
lines property, primary personal lines auto,
homeowners (owner occupied), renters/tenants,
farm owners, condo (unit owner), dwelling
fire, and mobile home manufactured homes.
The requirements of this Bulletin apply to new
or renewed surplus lines policies which
became effective on or after May 1, 2013.
Every insurance contract procured and
delivered as a surplus lines coverage must be
initialed by, or bear the name and license
number of, the surplus lines broker who
procured it and must have stamped upon it the
following:

“Thiscontract isregistered and delivered as

a surplusline coverage under the Alabama
SurplusLinelnsurance Law.”

1.AL
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ALASKA

GENERAL INFORMATION:

Alaskamaintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

Alaska does not have a Surplus Lines

Association or Stamping Office.

Alaska does have an Export List.

Alaska does not have an industria insurance
exemption but has a statutory exempt commercial
purchaser exemption and also recognizes the federal
ECP definition under NRRA (see Appendix C).
Surpluslinestax: 2.7% for lines other than wet
marine and transportation (+ 1% filing fee), .75%
(wet marine, transportation), payable by broker.
On April 25, 2012, Alaska withdrew from the
Nonadmitted Insurance Multi-State Agreement
(NIMA), effective June 25, 2012. This means that
any policy for which the insured's home state is
Alaska, regardless of portions of risk located
elsawhere, will be considered an Alaskarisk and
subject to Alaska taxes and fees.

ELIGIBILITY AND FILING REQUIREMENTS (FOR ALIEN
INSURERSNOT ONTHE IID LIST):

1.

N

o

©

10.

11.
12.
13.
14.

Annual Report: certified and in U.S. Dollars.
Due annually 9 months after reporting period for
non-1DD listed alien insurers).

Application (Form 08-1241).

Biographical Data.

Certificate of Authority from Domiciliary
Regulator (country).

Fees: $500 (renewal), and $100 (for filing
certified annual statement) (only required for
alien insurers not on the NAIC Quarterly List).
Capital and Sur plus: $15,000,000.

Power of Attorney: Appointment of Director to
receive service of process (Form 08-253).
Plan of Operation.

Designation of Person to accept service of
process (Form 08-254).

Articles of Incorporation and By-laws
(certified copies).

Underwriting Policy.

List of Control of Insurer.

Trust Fund: $2,500,000

Valuation of Assetsfrom Trustee.
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Thereareno dligibility and filing requirementsfor
insurerslisted on thelID list.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN

INSURERS ONLY):

1.  Annual Statement: electronic version filed
with the NAIC is acceptable: due July 1.

2. Certificate of Authority or Compliance (from
Domiciliary Regulator showing lines authorized
to write): due July 1.

3. Capital & Surplus: $15,000,000.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Wet marine and transportation insurance (including
cargo) per definition in AS 21.34.900(15).

OTHER COMMENTS OR REQUIREMENTS:

1.

Alaska eligibility list: most current located at:
http://www.commerce.state.ak.us/insurance/prog
rams/Surplus%20L ines/Surplus¥%20
Lines¥020Brokers¥20Premium%20Report%20
Forms.html.

Workers' compensation insurance may be

placed in and written by non-admitted insurer
only if all requirementsin AS 21.34.030 are

met.

Alaska providesthat in case of a healthcare
insurance market crisis, the Director will have the
discretion to permit using nonadmitted carriers for
healthcare insurance under AS 21.34. This
provision does not open the way to write health
insurance by exception under AS 21.34, and
specifically may not be used to secure alower
premium rate for obtaining a competitive
advantage.

Alaskarequiresthat a (non-11D listed) alien non-
admitted insurer which failsto pay the fee or file
the financial statement required by Alaska statutes
will be removed from the Alaska list of Eligible
Surplus Lines Insurers.

AS 21.34.100(a) requires that a certificate, cover
letter, binder, or other evidence of insurance
delivered to the named insured in lieu of the
prompt delivery of the policy include a summary

1.AK



of all materia facts that would regularly be
included in the policy, the description, the location
of the subject of insurance, a general description
of the coverages of the insurance, the premium
and rate charged and taxes to be collected from the
insured, the name and address of the insured, the
name of each surplus linesinsurer and the
percentage of the entire risk assumed by each, the
name of the surplus lines broker, and the license
number of the surplus lines broker.

The Alaska DOI issued aBulletin in 2013
announcing that it has modified the reporting
requirements for all surplus lines transactions
starting in 2013. All new and renewal policies
effective January 1, 2013 and later and all
endorsements and audits invoiced January 1, 2013
or later, regardless of the effective date of the
policy, must be reported on a quarterly basis with
the Quarterly Report sent to the Division of
Insurance with the taxes and fees paid by ACH on
or before the following due dates:

Months: Due Date:
January, February, March June 1
April, May, June September 1
July, August, September December 1

October, November, December March of the
following year

Every evidence of insurance negotiated, placed,
or procured by a surplus lines broker must bear
the name of the surplus lines broker, which may
not be covered, concealed, or obscured by the
producing broker, and the following legend in at
least 10 point type:

“Thisisevidence of insurance procured and
developed under the Alaska SurplusLines
Law, AS21.34. It isnot covered by the
Alaska I nsurance Guar anty Association Act,
AS21.80.”

A surpluslinesinsurer must include with each
policy, binder and cover note an Alaska
Policyholder Notice. The approved form of the
Alaska surplus lines policyhol der notice
required under 3 AAC 25.050 is set out below.
A surplus linesinsurer may submit another
format for review and possible approval by the
director.

© 2014 Edwards Wildman Palmer LLP
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ALASKA POLICY HOLDER NOTICE
3 AAC 25.050

Thispolicy isissued by a nonadmitted or
surpluslinesinsurer. Insurance may only be
purchased from nonadmitted insurers if the full
amount, kind, or class of insurance cannot be
obtained from insurers who are admitted to do
businessin the State of Alaska. Y our broker or
the surplus lines broker has determined that this
was true on the date the policy was placed.
Before issuing arenewal policy or extending
this policy, remarketing isrequired. To avoid
intentional or unintentional extension of
coverage in the surplus lines market when an
admitted market for that coverage exists, a
nonadmitted insurer is prohibited from the
automatic renewal or extension of a policy
without remarketing by your broker or the
surplus lines broker.

In order to comply with the Alaska
Administrative Code, the following notice is
given:

You are hereby notified that, under 3 AAC
25.050, your policy will terminate effective
no later than the date and time of its
expiration. Wereservetheright to cancel
this policy sooner than the expiration date by
giving you notice of cancellation asrequired
in AS21.36.220. You may request through
your broker that a new policy from the
surpluslinesbroker be concurrent with the
effective date of the termination of this
policy. You are also notified that a new
policy, if issued by us, issubject to rerating,
which may result in a premium increase of
mor e than ten percent (10%). Asrequired
by 3 AAC 25.050, you are hereby notified
that any subsequent policy issued by us may
be subject to aten percent (10%) or more
increasein premium. Theactual premium
will be based upon ratesthat apply at the
time a subsequent policy, if any, isissued
and will be made available to you beforethe
effective date of the new policy, or the date
subsequent coverageis bound, whichever
occursfirgt.

The Alaska independent procurement statute
21.33.061 was changed effective 7/21/11 to
only require tax payment to Alaska when
Alaskaisthe home state of the insured. The tax
rate also increased on the effective date from
3% to 3.7%.
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10. On August 13, the Alaska Division of Insurance

(“ADOQI") issued Bulletin 14-05 to notify
surplus lines licensees and companies of
adopted regulatory changes intended primarily
to bring Alaska in to compliance with the
Nonadmitted and Reinsurance Reform Act
(“NRRA™). These changesinclude, but are not
limited to:

e A move from annual to quarterly tax
payment requirements (June 1, September 1,
December 1 and March 1);

¢ A move from monthly reporting to quarterly
reporting requirements;

e Elimination of requirement for the surplus
lines broker to sign each report of a surplus
lines transaction; however, the surplus lines
broker isrequired to sign their quarterly
reports,

o Modificationsto diligent search
requirements, including that the producing
broker must provide the surplus lines broker
diligent search documentation within 15
days of binding the insurance contract;

© 2014 Edwards Wildman Palmer LLP
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e Removed the requirement that the
policyholder's notice be in the binder and
cover note but the surplus lines broker
continues to be responsible to ensure the
noticeis part of the policy; and

o Clarification that alien insurers not on the
Quarterly Listing of Alien Insurers must pay
afeeto be on Alaskas eligibility list.

Alaska continues to require insurers to appear on
the ADOI's eligibility list. To appear on the
eigibility list, in addition to meeting the
minimum capital and surplus of $15,000,000, an
insurer must file a certified copy of afinancial
statement that has been approved by the insurer's
domiciliary state and pay an annual fee. The
regulatory changes took effect on September 4,
2014.
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ARIZONA

GENERAL INFORMATION:

1. Arizonamaintainsalist of eigible surpluslines
insurers (see Other Comments section #1).

2. Arizonadoes have a Surplus Lines Association (see

Other Comments section #5).

3. Arizonadoes maintain an Export List (see Other
Comments section #6).

4.  Arizonadoes have an industrial insured
exemption which generally follows the NRRA
approach (see Appendix C).

5. Surpluslinestax: Single-state risks: 3%, payable

by broker plus stamping fee of 0.20% (semi-
annually). Multi-state risks (quarterly).
6. Arizonahas not affiliated with any existing

compact but has been authorized to participatein a

tax sharing agreement (HB 2112 Laws 2011, Ch.
136) Effective: July 20, 2011. Unless Arizona
enters into a compact or multistate agreement,
Arizona shall retain 100% of the surpluslines
premium tax for coverage provided to Arizona
home-state insureds.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Arizona may not prohibit a surplus lines broker from
placing nonadmitted insurance with, or procuring
nonadmitted insurance from an aien insurer on the
1D List. The AZ DOI added alink to its website
which tiesthe AZ eligibility list directly to the NAIC
Quarterly List (see Other Comments section #1).

ARS § 20-413 providesthat for an alien insurer to be
placed onthe AZ List of Qualified Unauthorized
Insurers, a sponsoring surplus lines broker must
submit to the Director a completed Certificate of
Surplus Lines Broker (Section 1) and, Broker
Affidavit (Section Il) (SL Form 110 ed: 07/21/2011).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Application must be filed by broker on or
before June 1 of each year.

2. Broker’s Sponsorship (through alicensed
resident surplus lines broker).

3. Sworn Statement that the broker has
ascertained the financial condition of the insurer
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by completion of the ADOI SL Form 110 - Ed
7/21/2011.
4. Certificate of Public Supervisory Official
(ADOI SL Form 111 - Ed 7/21/2011, certifying
capital and surplus).
Report of Examination: certified.
Annual Statement: certified.
Certificate of Compliance.
Capital and Surplus; $15 million.

©No O

ELIGIBILITY (INSURANCE EXCHANGE ONLY):
Trust Deposit: $2,500,000.

CLASSES OF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Ocean marine and foreign trade insurance.

2. Insurance on subjects located, resident or to be
performed wholly outside Arizona, or on
vehicles or aircraft owned and principally
garaged outside Arizona.

3. Insurance on property or operations of railroads
engaged in interstate commerce.

OTHER COMMENTS OR REQUIREMENTS:

1. Arizona€ligibility list available at
http://www.azinsurance.gov/insurers.htmi#secti
on SLIM.

2. Broker may rely on the information contained in
the most recent NAIC Quarterly List of Alien
Insurers as primafacie evidence of an alien
insurer’s compliance.

3.  Brokers placing insurance on ocean marine &
foreign trade, out-of-state risks, vehicles or
aircraft owned and principally garaged outside
Arizona, and railroads engaged in interstate
commerce, must keep arecord for not less than
three years from the expiration or cancellation
date of the insurance in the same detail as
required for surplus linesinsurance. The record
must be kept availablein Arizonafor
examination by the Director of Insurance.

4.  Surplusline tax exempt risks include:

. Mexican auto insurance.
o  State of Arizona property and liability
insurance.

1.AZ
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o  Surpluslineinsurance purchased by federally
recognized Indian tribes to cover risks on its
own reservation.

Contact information for the Surplus Lines

Association of Arizonaisasfollows:

J. Scott Wede

Surplus Lines Association of Arizona
Kierland Business Center

15849 N. 71% Street, Suite 100
Scottsdale, Arizona 85254

Tel.: (602) 279-6344

Emall: swede@da-az.org

Arizona export list is available on the Arizona

Surplus Lines Association filing systems

(http://www.sla-az.org) and on the ADOI website

(http://www.azinsurance.gov/insurers.html#section

SLIM).

Any policy and any evidence of surpluslines

coverage from an unauthorized insurer that isissued

for delivery to the insured must contain a

conspicuously stamped or written noticein bold

faced type that states:

“Pursuant to Arizona Revised Statutes §20-
401.01, subsection B, paragraph 1, thispolicy is
issued by an insurer that does not possess a
certificate of authority from the Director of the
Arizona Department of Insurance. If the
insurer that issued this policy becomes
insolvent, insureds or claimantswill not be
eligible for insurance guaranty fund protection
pursuant to Arizona Revised Statutes Title 20.”
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The Arizona Legidlature enacted legidation in 2012
which makes several changes to the surpluslines
broker reporting requirements. It removes the
compliance attestation from the required information
asurplus lines broker must file with the Arizona
Insurance Department to procure surplus lines
insurance, if the insurance coverageis not a
recognized surplusline. It also requires a surplus
lines broker to maintain evidence of compliance with
ARS §20-407(A) for the duration of the policy plus
6 years after expiration date, if the coverageisnot a
recognized surplusline. It allowsafacsimile of a
broker’s signature on the quarterly statement to be
submitted to the stamping officein lieu of the
origina. The broker must maintain the original
notarized statement for 6 years after the calendar
year in which the statement was filed.
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ARKANSAS

GENERAL INFORMATION:

1. Arkansasdoes maintain alist of eligible surplus

linesinsurers (see Other Comments section #1).
2. Arkansas does have a Surplus Lines
Association.
3. Arkansas does not have an Export List.
4.  Arkansas hasanindustrial insured exemption
for captive insurers only (see Appendix C) but
otherwise follows the NRRA definition of
exempt commercial policyholder (see
Appendix C).
Surpluslinestax: 4% payable by broker.
6. Arkansas has not affiliated with any existing
compact but may enter into an agreement (HB
2143) Effective: April 1, 2011.

o

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

None, if company ison I1D List (§23-65-310(a)).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Licensed inat least 1 other state for the kind of
insurance involved.

2. Application form.

3. Admission fee: $500.

4. Articlesof Incorporation: (certified).

5.  Report of Examination: (certified).

6. Market Conduct Examination: (certified).

7. Biographical Affidavits.

8. Appointment of Commissioner as agent for
Service of Process.

9. Certificate of Compliance.

10. Certificate of Good Standing (Arkansas
Form).

11. Summary of Reinsurance Agreements.

12. Summary of the total market value of all bonds
and stocks.
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13. Copies of service, management and/or custodial
agreements.

14. Plan of Operation.

15. Capital and Surplus: $3,000,000 minimum.

16. $100,000 in-state deposit.

(Note: A surpluslines broker may place insurance with a

nonadmitted foreign insurer if:

. Theinsurer is authorized to place that type of
insurance in its domiciliary jurisdiction;

. Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
jurisdiction that is the greater of the minimum
capital and surplus requirements under the laws of
this state, or $15 million).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Wet marine and foreign trade insurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside Arkansas or on vehicles
or aircraft owned and principally garaged outside
Arkansas.

3. Insurance on property or operation of railroads
engaged in interstate commerce.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft, or aircraft operated in
scheduled interstate flight, or cargo of the aircraft,
or against liability, other than workers
compensation and employer’ s liability, arising out
of the ownership, maintenance, or use of the
aircraft.

5. Transactions subsequent to issuance of or relative
to apolicy covering only subjects of insurance not
resident, located, or expressly to be performed in
Arkansas at time of issuance, or covering property
in course of transportation by land, air, or water to,
from, or through Arkansas and including any
preparation or storage incidental thereto, and
lawfully solicited, written or delivered outside
Arkansas.
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OTHER COMMENTSOR REQUIREMENTS:

1.

Link to all eligible surplus linesinsurersviathe
company search database at:
http://www.insurance.arkansas.gov/
is’companysearch/CoSearch.asp?s

NAME=&s NAICID=&s CoTYPE=S| +.
Arkansas enacted legidation in 2009 which
requires each approved surplus lines carrier in
the state, upon written request, to mail or deliver
the policyholder’s claim information to the
policyholder or hisor her surplus lines broker
within 30 days from the date of receipt of the
request from the policyholder. Thislegidation
also makes clear that surpluslines carriers are
not required to file policy forms.

Arkansas enacted legidation in 2011 establishing
a process whereby a domestic insurer possessing
policyholders' surplus of at least $20 million may
be designated as a“ domestic surplus lines
insurer” with the written approval of the
Arkansas Insurance Commissioner and be
allowed to write surplus lines insurance in any
jurisdiction in which it iseligible. A “domestic
surpluslinesinsurer” is subject to the 4% surplus
lines tax and would be deemed to be anon-
admitted surplus lines insurer in the state of
Arkansas. It isalso deemed to be a non-admitted
surpluslinesinsurer under the Dodd-Frank Act.
A domestic surpluslinesinsurer is not subject to
the Arkansas Property and Casualty Insurance
Guaranty Act, or the Arkansas Life and Health
Insurance Guaranty Association Act. All
provisions of the Arkansas Insurance Code
regarding financial and solvency requirements
apply to adomestic surpluslines insurer unless it
is otherwise specifically exempted.
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Every insurance contract procured and

delivered as surplus lines coverage must be
initiated by or bear the name of the surpluslines
broker who procured it and must contain a
conspicuous statement substantially similar to the
following:

“Thiscontract isregistered and delivered asa
surplusline coverage under the SurplusLines
Insurance Law, and it may in somerespects
be different from contractsissued by insurers
in the admitted markets, and, accordingly, it
may, depending upon the circumstances, be
moreor lessfavorableto an insured than a
contract from an admitted carrier might be.
The protection of the Arkansas Property and
Casualty Guaranty Act does not apply to this
contract. A tax of four percent (4%) is
required to be collected from theinsured on
all surpluslines premiums.”
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CALIFORNIA

GENERAL INFORMATION:

1. Cdiforniadoes maintain aList of Approved
Surplus Line Insurers (LASLI)
(http://www.insurance.ca.qgov/0100-
consumers/0030-licensee-info/0031-surplus-
lined/ladli.cfm). The LASLI isavoluntary list of
nonadmitted insurers that the California
Department of Insurance (CDI) has approved for
use by surplus line brokers for placement of risks
when Californiais the home state of the insured.

2. Cdlifornia does have a Surplus Line Association
(http://www.dlacal .org/index.html) (also see Other
Comments section #14).

3. Cdliforniadoes maintain an Export List (see
Other Comments section #4)
(http://www.slacal.org/broker_info/br_export list.

html).

4. Cadliforniadoes have an industrial insured
exemption (see Appendix C) and also recognizes
the exempt commercial purchaser (called

“commercial insured” in California) under NRRA.

5. Surpluslinestax/Stamping Fee: 3% payable by
broker to the CDI; stamping fee of .20% payable
by broker to The Surplus Line Association of
California(SLA).

6. Cadliforniahasnot affiliated with any existing
compact but has adopted legidation allowing it to
keep 100% of surplus lines premium tax where
Cdliforniaisthe insured's home state (California
Insurance Code Section 1775.5(b)) effective July
21, 2011.

ELIGIBILITY REQUIREMENTSFOR INSURERS
QUALIFYING UNDER NRRA:

Effective July 21, 2011, the provisions of the NRRA
have been incorporated into California Insurance
Code Section 1765.1 such that a broker may place
surplus line insurance for California home state
insureds with:

e  Any Foreign (U.S.-domiciled) insurer provided
that the insurer has met the following
requirements at the time of placement: (1) the
insurer islicensed to write the type of insurance
inits domiciliary jurisdiction, and (2) it has at
least $45 million in capital and surplus.
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e  Any Alien (non-U.S.-domiciled) insurer that is
listed on the Quarterly Listing of Alien Insurers
maintained by the NAIC International Insurers
Department.

Surplus line brokers who make placements with
nonadmitted insurers under Insurance Code Section
1765.1 are responsible for determining the eligibility of
these insurers at the time of placement.

ELIGIBILITY AND FILING REQUIREMENTSFOR
NONADMITTED INSURERS APPROVED ON THE LASLI:

In California, nonadmitted insurers may also voluntarily
seek to be placed on the LASLI maintained by the CDI.
Thisisan optional listing and insurers need not be on
the LASLI to be used for surplus line placements. Both
foreign and alien nonadmitted insurers may be included
onthe LASLI provided the insurers satisfy the standards
set forth in California Insurance Code Section 1765.2.
Nonadmitted insurers on the LASLI must demonstrate
to the State of Californiatheir financial stability,
reputation and integrity, as well as adhering to specific
capitalization, investment and solvency standards
established under the I nsurance Code Section 1765.2.
Insurers on the LASLI will be required to file all
documents mandated in that code section and pay the
appropriate filing fees pursuant to California Insurance
Code Section 1765.2(j).

1. Capital and Surplus: $45,000,000.

2. Seasoning: 3yearsof prior operating history.

3. SurplusLine Contact Broker: must bea
California-licensed surplus line broker.

4. Filing Fee: $5,052 (initial application), $2,526
(subsequent annual renewal), $282 (per type of
updated financial documents), and $41 (per type
of updated non-financial documents).

5. Annual Financial Statement: certified, inU.S.

Dollars, not older than 12 months.

Quarterly Financial Statement: verified.

Report of Examination: certified

8. Trust Agreement and Quarterly Statement of
Trust Asset Account (alien insurers only):
verified.

9. Audited Financial Report: certified or verified,
not older than 12 months.

10. Licenseor Certificate of Authority: certified.

N o
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11. Certificate of Compliance or Certificate of
Good Standing (or other equivalent certificate)
from domiciliary regulator or from alicensed
state.

12. Market Conduct Report: certified or verified.

13. Regulatory Disclosure Statement: verified.

14. Proposed Productsin California.

15. Principal Place of Business.

16. Appointment of Agent for Service of Process
in California.

17. Biographical Affidavitsof insurer’s officers
and directors.

18. List of Brokersauthorized to issue policies on
behalf of the insurer.

19. Any additional information or documentation
required by the Commissioner which is relevant
to the financial stability, reputation, and
integrity of the non-admitted insurer.

NOTE: If any of the documents required under
CaliforniaInsurance Code Section 1765.2 are
available from the NAIC or other public source, the
insurer does not need to file those documents with the
CDI. However, if hard copies of the documents are
provided to the CDI instead, these documents must be
certified or verified and submitted in quadruplicate
(one original and three photocopies). Refer to SLA
Bulletin #1288 (dated September 25, 2013) for
details regarding California eligibility and filing
requirements for surplus line insurers.
(http://www.slacal .org/publications/bulleting/1200_se

ries/1288.pdf)

TYPES OF INSURANCE EXEMPTED FROM SURPLUS
LINESLAWSAND REGULATIONS:

The Coverages listed below are exempt from
California surplus lines laws and regulations. These
coverages must be placed by and through a California
licensed special lines' surplusline broker. California
Insurance Code Section 1760.5 exempts special lines
surplus line brokers from placing exempt lines
coverages with only eligible surplus line insurers.

1. Insurance against perils of navigation, transit or

transportation upon hulls, freights or disbursements,

or other shipowner interests; upon goods, wares,
merchandise and all other personal property and
interests therein, in the course of exportation from
or importation into any country, or transportation

coastwise, including transportation by land or water

from point of origin to final destination and
including war risks; and marine builder’ s risks,
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drydocks and marine railways, including insurance of
ship repairer’sliability, and protection and indemnity
insurance, but excluding insurance covering bridges
or tunnels.

Reinsurance of the liability of an admitted insurer.
Insurance on property or operations of railroads
engaged in interstate commerce.

Aircraft or spacecraft coverage.

OTHER COMMENTS OR REQUIREMENTS:

1.

Effective July 21, 2011, when Californiaisthe
insured’' s home state, Californiais the only state
(1) where the broker needs to be alicensed surplus
line broker; (2) to regulate the nonadmitted
placement (such as the diligent search
requirement); and (3) to require the payment of
premium tax for nonadmitted insurance (i.e. 100%
of the gross premium).
The California Insurance Code Section 1764(a) allows
alicensed California surplus line broker to issue
policies for home state insureds, in addition to other
evidence of insurance (such as certificates) on behal f
of eligible nonadmitted insurer(s), provided prior
written authority has been granted by the insurer(s) and
notification is given by the insurer(s) to the CDI.
Insurance Code Section 1763(h)(1) exempts brokers
from conducting a diligent search of the admitted
market if the broker is placing nonadmitted insurance
for a California home state commercial insured.
Coverages and risks that are on the “Export List” may
be placed in the surplus line market without a diligent
search.
Insurance Code Section 1620(b) exempts eligible
surplusline insurers from filing “ Pre-Answer Bonds’
with the courts before the insurersinitiate or defend a
lawsuit filed against them.
Insurance Code Section 1765.1(f) permits insurance to
be placed, on alimited basis, with nonadmitted
insurers not eligible under 1765.1 if certain conditions
are met (refer to the Code Section for specifics).
Insurance Code Section 1773 permits surplusline
brokers to advertise and solicit in any advertising or
marketing medium; these advertisements may include
the name of specific nonadmitted insurers as well as
the nonadmitted insurance products available, aslong
as
« the nonadmitted insurer islegally authorized to
accept placements from the surplus line broker
pursuant to California Insurance Code Section
1765.1;
o the nonadmitted insurer’s name is not used in
connection with any of its own nonadmitted
insurance products;

1.CA
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10.

11.

o theinsurer’sunlicensed status, and the
nonadmitted status of the insurance products are
disclosed in the ad in type no smaller than any
telephone or fax number or address shown in
the ad;

» thead does not contain any knowingly false or
misleading information;

» thead does not contain any information about
premiums or rates; and

NOTE: For eligible nonadmitted insurersthat are
members of groups of insurers, the law allows
surplus line brokers and special lines' surplusline
brokers to use the name of the group in their
advertising.
Insurance Code Section 1760.5(h) permits special
lines' surplus line brokers to advertise and solicit
business in the same manner as surplus line brokers,
except that special lines' surplus line brokers are not
limited to advertise or solicit with only eligible
surplus line insurers pursuant to Insurance Code
Section 1765.1.
Insurance Code Sec. 703.1(a) permits any eligible
surplus line insurer pursuant to Insurance Code
Section 1765.1 to advertise in all media, provided
all of the following apply:
o higlher unlicensed statusis disclosed;
o theadistruthful;
o thead does not discuss premiums or rates; and
o specific products are not mentioned in media of
genera circulation. The prohibition against
advertising specific productsin “media of
genera circulation” does not extend to
advertising in insurance trade press as well as
other trade, industry and special interest
publications.
For nonadmitted companies not eligible pursuant to
Insurance Code section 1765.1, advertising is
permitted in any media except mediatargeted
primarily at Californiainsureds or prospective
insureds, as long as they meet the standards set forth
in Insurance Code Section 703.1(a) and do not
advertise any information about a specific product.
California Insurance Code Section 1679 permits a
non-resident license to be issued to asurplusline
broker and a special lines' surplus line broker if the
non-resident broker holds that type of licensein the
state or territory of the U.S. where the resident
license ismaintained. Insurance Code Section
1768(d) requires non-resident surplus line brokers to
keep in the state where he or she islicensed
compl ete records of the business transacted by him
or her with nonadmitted insurers under hisor her
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12.

13.

14.

15.

16.

California California non-resident surplus line broker
license.
California Insurance Code Section 1763(g) allows
brokers to extend existing surplus lines policies by 90-
days without having to file a Confidential Report of
Surplus Line Placement (SL-1) and a Diligent search
Report (SL-2) with the SLA. This policy extension
does not allow any changes in coverage, terms,
conditions or limits, however. Any additional premium
charged for the extension is determined pro rata, based
on the same rate of premium as the existing surplus
line policy.
Californiarequires every applicant for asurplusline
broker business entity license to provide names of al
persons who may exercise the power and perform the
duties under the license. In addition, whenever a
surplus line broker licensed as an organization desires
to change the persons who are authorized to transact
business under the license, it shall immediately file an
application with the CDI reflecting the change. The
legidlation requires all natural persons named to take
and pass the qualifying examination, and become
individually licensed as a surplus line broker. Also,
surplus line brokers who are only transacting on behal f
of alicensed surplus line broker organization are no
longer required to file a $50,000 surplus lines bond.
However, all other surplus line brokers who are also
placing surplus lines business through their individual
license, must still comply with the $50,000 bond
requirement. Refer to Insurance Code sections 1656,
1661, 1679. 1765(c) for specifics.
Contact information for the SLA isasfollows:

Benjamin McKay, J.D., M.P.A.,

Executive Director

The Surplus Line Association of California

50 California Street, 18th Floor

San Francisco, California 94111

Tel.: (415) 434-4900

Fax.: (415) 434-3716

E-mail: bmckay@slacal.org
California Insurance Code Section 1761(b) authorizes
anon-admitted insurer that is affiliated with a
California domestic insurer to have common directors
and to receive certain administrative services rendered
in California by its domestic affiliate as long as the
non-admitted insurer provides the CDI with a
description of the administrative services to be
rendered by the domestic affiliate and the services do
not violate specified prohibitions.
California Insurance Code section 1764.1 requires a
specific disclosure statement to be provided to and
signed by the insured at the time the producer accepts
an application for an insurance policy issued by a
nonadmitted insurer, other than arenewal of that
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policy. Thisdisclosureis provided on aform
referred to as the D-1 Freestanding Disclosure
statement (see below for the form). The D-1 must be
printed in 16-point bold type. The agent, broker, or
surplus line broker who received the originally
signed D-1 statement from the insured must maintain
the original in his or her records for aperiod of at
least five years and send copies of the D-1 to all
agents, brokers, or surplus line brokersinvolved in
the transaction. [NOTE: The requirement to send
copies of the D-1 to all other agents, brokers or
surplus line brokers will be considered satisfied if
the surplus line broker obtains and maintains a copy
of the signed D-1.]

“NOTICE:

1. THEINSURANCE POLICY THAT YOU
[HAVE PURCHASED] [ARE APPLYING
TO PURCHASE] ISBEING ISSUED BY
AN INSURER THAT ISNOT LICENSED
BY THE STATE OF CALIFORNIA.
THESE COMPANIESARE CALLED
“NONADMITTED” OR “SURPLUSLINE”
INSURERS.

2. THEINSURER ISNOT SUBJECT TO THE
FINANCIAL SOLVENCY REGULATION
AND ENFORCEMENT THAT APPLY TO
CALIFORNIA LICENSED INSURERS.

3. THEINSURER DOESNOT PARTICIPATE
IN ANY OF THE INSURANCE
GUARANTEE FUNDS CREATED BY
CALIFORNIA LAW. THEREFORE,
THESE FUNDSWILL NOT PAY YOUR
CLAIMSOR PROTECT YOUR ASSETSIF
THE INSURER BECOMESINSOLVENT
AND ISUNABLE TO MAKE PAYMENTS
ASPROMISED.

4. THE INSURER SHOULD BE LICENSED
EITHER ASA FOREIGN INSURER IN
ANOTHER STATE IN THE UNITED
STATESOR ASA NON-UNITED STATES
(ALIEN) INSURER. YOU SHOULD ASK
QUESTIONS OF YOUR INSURANCE
AGENT, BROKER, OR “SURPLUSLINE”
BROKER OR CONTACT THE
CALIFORNIA DEPARTMENT OF
INSURANCE AT THE FOLLOWING
TOLL-FREE TELEPHONE NUMBER 1-
800-927-4357. ASK WHETHER OR NOT
THE INSURER ISLICENSED AS A
FOREIGN OR NON-UNITED STATES
(ALIEN) INSURER AND FOR
ADDITIONAL INFORMATION ABOUT
THE INSURER. YOU MAY ALSO
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17.

CONTACT THE NAIC'SINTERNET
WEBSITE AT WWW.NAIC.ORG.

5. FOREIGN INSURER SHOULD BE
LICENSED BY A STATE INTHE UNITED
STATESAND YOU MAY CONTACT THAT
STATESDEPARTMENT OF INSURANCE
TO OBTAIN MORE INFORMATION
ABOUT THAT INSURER.

6. FOR NON-UNITED STATES (ALIEN)
INSURERS. THE INSURER SHOULD BE
LICENSED BY A COUNTRY OUTSIDE OF
THE UNITED STATESAND SHOULD BE
ON THE NAIC’'SINTERNATIONAL
INSURERS DEPARTMENT (I1D) LISTING
OF APPROVED NONADMITTED NON-
UNITED STATESINSURERS. ASK YOUR
AGENT, BROKER OR “SURPLUSLINE”
BROKER TO OBTAIN MORE
INFORMATION ABOUT THAT INSURER.

7. CALIFORNIA MAINTAINSA LIST OF
APPROVED SURPLUSLINE INSURERS.
ASK YOUR AGENT OR BROKER IF THE
INSURER ISON THAT LIST, OR VIEW
THAT LIST AT THE INTERNET WEB SITE
OF THE CALIFORNIA DEPARTMENT OF
INSURANCE: WWW.INSURANCE.CA.GOV.

8. IFYOU, ASTHE APPLICANT, REQUIRED
THAT THE INSURANCE POLICY YOU
HAVE PURCHASED BY BOUND
IMMEDIATELY, EITHER BECAUSE
EXISTING COVERAGE WASGOING TO
LAPSE WITHIN TWO BUSINESSDAYSOR
BECAUSE YOU WERE REQUIRED TO
HAVE COVERAGE WITHIN TWO
BUSINESSDAYS, AND YOU DID NOT
RECEIVE THISDISCLOSURE FORM AND
A REQUEST FOR YOUR SIGNATURE
UNTIL AFTER COVERAGE BECAME
EFFECTIVE, YOU HAVE THE RIGHT TO
CANCEL THISPOLICY WITHIN FIVE
DAYSOF RECEIVING THISDISCLOSURE.
IF YOU CANCEL COVERAGE THE
PREMIUM WILL BE PRORATED AND
ANY BROKER'SFEE CHARGED FOR THIS
INSURANCE WILL BE RETURNED TO
YOU.

Date:
Insured:

Every policy issued by a nonadmitted insurer and every
certificate evidencing the placement of insurance must
contain or have affixed on its front by the insurer or
surplus line broker this disclosure statement, in 16-
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point bold type, referred to as the D-2 statement isa 19. Thedisclosure statement is not needed if the broker

disclosure statement, which contains substantially has determined that the policy is being issued to an
the same wording as the D-1 statement above but industrial insured (see Insurance Code Section
does not require a signature by the insured. 1764.1(c) for details).

18. Cdlifornialnsurance Code Sections 1763.2 and
1764.1(a)(1) as amended by AB 245 permit surplus
line brokersto rely upon disclosure statements
obtained by another licensee as evidence that it was
obtained from the insured.
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COLORADO

GENERAL INFORMATION:

1. Colorado maintainsalist of eligible surplus
lines insurers (see Other Comments Section #3).

2. Colorado does have a Surplus Lines Association
(see Other Comments section #4).

3. Colorado does not maintain an Export List (see
Other Comments section #5).

4. Colorado does have an industrial insured

exemption (see Appendix C) which will remain

in effect and also recognizes the exempt

commercial purchaser exemption under NRRA

although it is not yet codified.

Surpluslinestax: 3%.

6. Colorado has not adopted legidation
authorizing the state to participate in any tax
sharing agreement.

o

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Application and fees as set forth below are
voluntary if company wishes to be included on
eligibility list:

1.  Filing Fee: non-refundable filing fee of $1,205
($4,175 if company’s Colorado premiumis
between $1,000,001 and $10 million; $5,510 if
company’s Colorado premium exceeds $10
million).

2. Other items determined to be necessary by the
Commissioner as warranted by any special
circumstances.

3. Grosspremium report: by March 1 (must be
submitted electronically on excel spreadsheet).

4.  Except for gross premium report, all
requalification filings must be mailed to
Colorado DOI via postal service or overnight
mail. Electronic filingswill not be accepted.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. Nofilingsrequired if company ison|IID List.
2. Filing feerequired if company wishesto be
included on Colorado’s digibility list.
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Capital and Surplus: $15,000,000.

2. Licensed in home state (remaining
requirements necessary only if company wishes
to be included on eligibility list).

3. A certified copy of the most recent Report of
Examination and company’s response.

4. Certificate of Deposit evidencing a minimum
$2,500,000 market value.

5. Certificate of Authority/Compliance which
must specify authorized lines in the state of
domicile or port of entry.

6. AuditorsReport.

7. Unlessaforeign insurer filestheir annual
statement electronically with the NAIC, a hard
copy of that document is also required.

8. Inthe case of aninsurance exchange, provide
evidence that the exchange meets the
requirements of section 10-15-108(1)(b)(11),
CRS

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Insurance on vessels or crafts or their hulls or
cargoes or on marine builders' risks or marine
protection and indemnity or other risks,
including strikes and war risks commonly
insured under ocean or wet marine forms of
policy.

2. Insurance on subjects located, resident, or to be
performed wholly outside Colorado or on
vehicles or aircraft owned and principally
garaged outside Colorado.

3. Insurance on the operations of railroads engaged
in transportation in interstate commerce and
their property used in such operations.

4. Insurance on aircraft owned or operated by
manufacturers of aircraft or on aircraft operated
in commercial scheduled interstate flight or the
cargo of such aircraft or against liability, other
than workers' compensation and employers
liability, arising out of the ownership,
maintenance, or use of such aircraft.

5. Insurance on satellites or other devicesintended
for launch beyond the earth’ s atmosphere.

1.CO



OTHER COMMENTSOR REQUIREMENTS:

1.

Brokers placing exempted coverages above are
required to keep afull and true record, for not
less than three years, of each such coverage in
the same detail as required for surpluslines
insurance. The record must be kept available in
the State for examination by the Commissioner
of Insurance.
Commissioner may approve insurance pools,
underwriting associations or other programs on
anon-admitted basis.
“Approved” list may be obtained from the
Dept’ s website: www.dora.state.co.us/insurance.
The Surplus Lines Association of Colorado is
no longer gathering tax data on behalf of the
DOI but otherwise continuesto be active on a
local and national level. Contact informationis
asfollows:

John Wethey

Surplus Lines Association of Colorado

3570 E. 12" Avenue

Denver, Colorado 80206

Tel.: (303) 331-9399

Fax.: (303) 331-9006

Email: surplusline@earthlink.net
The Association also maintains a website at
www.coloda.org.
Although Colorado does not have an export list,
there isaprovision in the statute that relieves the
due diligence requirement with respect to
placements made on behalf of "exempt
commercial policyholders' as defined in Section
10-4-1402 of the Colorado Insurance Laws.
All surplus lines insurance contracts must
include the following:

“Thiscontract isdelivered as surplusline
insurance under the Nonadmitted Insurance
Act. Theinsurer issuing this contract isnot
admitted in Colorado but isan approved
nonadmitted insurer. Thereisno protection
under the provisions of the Colorado

I nsurance Guaranty Association Act.”

If the policy iswritten on a claims-made basis, the
following must also appear on the policy:

“This policy isa claims-made policy which
providesliability coverageonly if aclaimis
made during the policy Period or any
applicable extended reporting Period.”

© 2014 Edwards Wildman Palmer LLP
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If an automobile policy does not provide the
basic complying policy coveragesin section 10-
4-620, C.R.S. the following must appear on the
policy:

“This policy does not meet the statutory
requirements of this State’ sfinancial
responsibility laws. It doesnot provide
liability coverage for bodily injury and
property damage.”

The provisions of section 10-5-101.5 (1)(b),
C.R.S. shall apply to policies of property and
casualty insurance issued or delivered in
Colorado by an unauthorized insurer affording
coverage only on property located temporarily
or permanently, or operations conducted
temporarily or permanently outside the
boundaries of the United States of America, its
territories or possessions when the policy is
placed by licensed property and casualty
producers or brokers of this state, who shall
remain responsible for verifying that the
insuring company is licensed or authorized by
the appropriate regulatory bodies to transact the
business of insurance in that jurisdiction, and
contains the following disclaimer:

“Thispolicy isissued by an insurance
company that isnot regulated by the
Colorado Division of Insurance. The
insurance company may not provide claims
service and may not be subject to service of
processin Colorado. If theinsurance
company becomesinsolvent, insureds or
claimantswill not be eligible for protection
under Colorado insurance law.”

These required disclosures must be affixed to
the declaration page of the contract given to the
insured. A copy, bearing the disclosures, must
also be maintained by the broker. In the case of
the issuance of abinder prior to the formal
policy, such disclosure must also appear on the
binder.
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CONNECTICUT

GENERAL INFORMATION:

1. Connecticut does maintain alist of eligible
surplus lines insurers (see Other Comments
section #1).

2. Connecticut does not have a Surplus Lines
Association.

3. Connecticut does maintain an Export List (see
Other Comments section #1).

4.  Connecticut does have an industrial insurance
exemption (see Appendix C) and also
recognizes the exempt commercial purchaser
exemption under NRRA.

5. Surpluslinestax: 4% payable by broker.
State of Connecticut, its agencies and
municipalities, are tax exempt.

6. Connecticut adopted NIMA (HB 6652, Public
Act #11-61) effective June 29, 2011, but
subsequently submitted notice of withdrawal
from NIM A on April 2012.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. Nofee

2. Letter of intent regarding company’s plan to
write in Connecticut.

3. Must beincluded onthelID list.

4. Power of Attorney Form (on CT DOI
website).

5. Form SL-2 (on CT DOI website).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN

INSURERS ONLY):

1. Capital and Surplus: $15,000,000.
Letter of intent regarding company’s plan to
write in Connecticut.
3. Certificate of Compliance from state of
domicile.
Annual Statement and quarterly reports.
Power of Attorney (on CT DOI website).
Filing fee (dligibility): $1,000.
Renewal fee: $126.
Form SL-2 (on CT DOI website).

© N A
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Industrial Insurance, whichis defined as“(i) an
insured which procures the insurance of any risk by
the use of the services of afull-time employee acting
as an insurance manager or buyer on the services of a
regularly and continuously retained qualified
insurance consultant and (ii) whose aggregate annual
premiums for insurance, including life, accident and
health insurance, total at least fifty thousand dollars.”

OTHER COMMENTSOR REQUIREMENTS:

1. A schedule of insurers authorized to underwrite
in Connecticut can be obtained from the
Department’ s website at www.ct.gov/cid.
Companies coded with a“K” are authorized
surpluslinesinsurers. Connecticut’'s Export list
can be found at
hhtp://mww.ct.gov/cid/lib/cid/licencom.pdf.

2. The Connecticut insurance regul ations were
amended in 2009 to permit electronic filing of
surpluslinesinsurers annual statements.

3. OnFebruary 24, 2011, the Connecticut
Insurance Department issued Bulletin No. FS-
451 -10 (Revised) which eliminates the SL-10
Quarterly Report (Connecticut premiums by
broker) from the list of requalification
requirements for eligible surplus linesinsurers
in Connecticut.

4.  The Connecticut Legislature enacted legidation
in 2013 which revises the Connecticut surplus
lines law by replacing affidavits with signed
statements setting forth facts showing that the
licensee and insured were unable after adiligent
effort to procure, from any authorized insurer or
insurers, the full amount of insurance required
to protect the interest of such insured. It also
requires the type of policy, and if such policy is
for real property, the location of such property.
The licensee shall file such signed statementsin
electronic format with the Commissioner on
2/15, 5/15, 8/15 and 11/15 of each year.

5. Thefollowing disclosure statement is required
on al surpluslines policiesissued in
Connecticut. Each such policy shall bear on its
cover, in not less than twelve-point boldface
type, in capital |etters, the following:
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“NOTICE

THISISA SURPLUSLINESPOLICY AND IS
NOT PROTECTED BY THE CONNECTICUT
INSURANCE GUARANTY ASSOCIATION.”
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DELAWARE

GENERAL INFORMATION:

o u

Delaware maintains alist of registered surplus
linesinsurers (see Other Comments section #1).
Delaware does not have a Surplus Lines
Association.

Delaware does not have an Export List.
Delaware does have an industrial insured
exemption with respect to captive insurers only
(see Appendix C) but otherwise recognizes the
exempt commercial policyholder exemption
under NRRA.

Surpluslinestax: 3%, effective July 30, 2014.
Delaware has not affiliated with any existing
compact but Commissioner has been authorized
to enter into an interstate cooperative
agreement, reciprocal agreement, or compact
(SB 109) Effective: July 21, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Brokers may place insurance with alien insurers that
are listed on the Quarterly Listing of Alien Insurers
maintained by the NAIC. 8§193(a).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1.

A surplus lines broker may not place coverage
with a nonadmitted foreign insurer unless, at the
time of placement, the nonadmitted insurer
possesses capital and surplus, or its equivalent
under the laws of its domiciliary jurisdiction
that equals the greater of the minimum capital
and surplus requirements under the laws of
Delaware or $15 million. Delaware does not
impose a licensure eigibility requirement.

The commissioner may waive the minimum
capital and surplus requirement for a
nonadmitted insurer if the commissioner makes
an affirmative finding of acceptability after
considering: quality of management, capital and
surplus of a parent company, company
underwriting profit and investment trends,
market availability, and company record and
reputation within the industry. The
commissioner may not make a finding of
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acceptability if theinsurer’s capital and surplus
isunder $4.5 million. §1931(a).

TYPES OF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.

2.

Wet marine and transportation insurance (see
other comments section #3).

Insurance on subjects located, resident or to be
performed wholly outside Delaware or on
vehicles or aircraft owned and principally
garaged outside Delaware.

Insurance on operations of railroads engaged in
transportation in interstate commerce and their
property used in such operations.

Insurance of aircraft owned or operated by
manufacturers of aircraft or of aircraft operated
in commercial interstate flight or cargo of such
aircraft or against liability, other than workers
compensation and employers’ liability, arising
out of ownership, maintenance or use of such
aircraft.

OTHER COMMENTS OR REQUIREMENTS:

1.

The link for the Delaware list is available at
http://del awareinsurance.gov/
departments/berg/SurplusBull5.shtml. The list
the DE DOI publishesislimited to those
insurers that have voluntarily registered with the
DE DOI by formally expressing awish to be
included on the list and by presenting the
Commissioner with evidence of their
qualifications as an eligible nonadmitted insurer
under the NRRA requirements. Companies that
do not follow the registration process will not be
included on the listing of Surplus Lines Insurers
published by the DE DOI, even though they may
be eligible nonadmitted insurers. Being on the
listing does not limit any company's eligibility
and it is not an eligibility requirement.

Business entities cannot transact surplus lines
business, only individual brokers. Tax reports
must be made by (or on behalf of) individual
surplus lines brokers. Agencies should NOT
make tax filings.

There isa5% tax on wet marine and
transportation insurance.
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4,

The Delaware Nonadmitted Insurance Act [SB
109], enacted in 2011, created a new category of
insurance company, referred to as a Delaware
“Domestic Surplus Lines Insurer”. Thisinsurer
category differsfrom othersin that it allows a
Delaware-domiciled insurer to be treated as
nonadmitted in Delaware for particular business
purposes. A Delaware domestic surplus lines
insurer will be domiciled and admitted in
Delaware but, unlike al other Delaware-
domiciled insurers, can write surplus lines
policiesin Delaware.
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Every insurance contract procured and
delivered as surplus lines coverage pursuant to
this law shall have stamped or printed upon it,
initialed by and bearing the name of the
individual surplus lines broker who procured it,
the following disclosure statement:

"Thisinsurance contract isissued pursuant
to the Delawar e Insurance Laws by an
insurer neither licensed by nor under the
jurisdiction of the Delawar e Insurance
Department. Thisinsurer does not
participate in insurance guaranty funds
created by statelaw. In the event of the
insolvency of the surpluslinesinsurer, losses
will not be paid by the state insurance

guar anty fund."
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DISTRICT OF COLUMBIA

GENERAL INFORMATION:

1. Digtrict of Columbiadoesnot maintain alist of
eligible surplus linesinsurers.

2. Digtrict of Columbia does not have a Surplus
Lines Association.

3. Digtrict of Columbia does not have an Export
List.

4. District of Columbia does not have an industrial
insured exception but does recognize the exempt
commercial purchaser exemption under NRRA.

5. Surpluslinestax: 2%, payable by broker.

6. DC has not entered into a multistate agreement
or compact for tax allocation purposes.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

DC may not prohibit a surplus lines broker from
placing nonadmitted insurance with, or procuring
nonadmitted insurance from, a nonadmitted insurer
domiciled outside the U.S. that islisted on the
Quarterly Listing of Alien Insurers maintained by the
International Insurers Department of the NAIC.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

DC may not impose ligibility requirements on, or
otherwise establish eligibility criteriafor,
nonadmitted insurers domiciled in aU.S. jurisdiction,
except:

o DC may require that the insurer be authorized to
write the type of insurance limits domiciliary
jurisdiction; and

o DC may require that the insurer have capital and
surplus or its equivalent under the laws of its
domiciliary jurisdiction which equals the greater
of:

0 The minimum capital and surplus
requirements under the law of DC; or
o $15,000,000
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The insurance commissioner may waive the minimum
capital and surplus requirements above if the
commissioner makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if the insurer’s capital and surplusis
under $4.5 million.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

None.
OTHER COMMENTSOR REQUIREMENTS:

1. DC hasno formal process for approving
unauthorized insurers. However, the burdenison
the surplus lines broker to establish that:

o Alocal market isunavailable for the
insurance to be placed, and

e Thesurpluslinesinsurer accepting the
business is financially sound.

o Thereisno refund tax for cancellations or
reduction in premium (other than for flat
cancellation).

2. DCinsurance statutes and regulations do not
address disclosure requirements in surplus lines
policies. However, under the Unfair Trade Act
(the “Act”), a notice should be provided or the
company could bein violation of the Act.
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FLORIDA

GENERAL INFORMATION:

1. Foridamaintainsalist of eligible surpluslines
insurers (see Other Comments section #8).

2. Foridadoes have a Surplus Lines
Association/Stamping Office, the Florida
Surplus Lines Service Office (FSLSO) (see
Other Comments section #3).

3. Floridadoes not have an Export List.

4. Floridadoesnot have anindustrial insured
exemption statute related to Surplus Lines
Insurance but otherwise recognizes the exempt
commercial purchaser exemption under NRRA.

5. Surpluslinestax: 5% plus 0.20% service fee
paid by the insured to the surplus lines agent,
who remitsto the FSLSO. (Note: The service
fee charged by the FSL SO will be decreased
from 0.2% to 0.175% effective April 1, 2014.
All new and renewal policies/certificates with an
effective date on or after April 1, 2014 will
incur a service fee of 0.175% of the total gross
premium as defined in Florida Statute 626.9325.
All new and renewal policies/certificates with an
effective date prior to April 1, 2014 will incur a
service fee of 0.2% of the total gross premium.
The service fee percentage charged on the
premium is based on the effective date of the
policy. The FSLSO service fee is applicable to
single state Florida policies only.).

6. Floridahas adopted NIM A (SB 1816)
Effective: June 15, 2011, to policiesissued or
renewed after July 1, 2011.

Floridais a member of NIM A which adopted a
premium reporting and payment systemin 2012.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

In order for asurpluslinesinsurer to be on Florida' slist of
eligible surplus linesinsurers, it must go through the same

eligibility application process prior to implementation of

NRRA and submit the filings listed below. Theseinsurers

will be identified on the Office of Insurance Regulation
(“Office”) website, under “Company Type”, as*“ Surplus

Lines’. If analien surpluslines carrier intends to operate
in Florida pursuant to NRRA and notifies the Office of its
intention to do so, then the Office will require completion

of a Service of Process form by the insurer.
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Application: includes service of process form.

2. Annual Statement/Report: certified and
converted to U.S. dollars.

3. Biographical affidavits: investigative
background report and fingerprint cards also
required.

4. Certificate of Authority.

5. Eligibility must be requested by Florida Surplus
Lines Service Office as a condition of
Department approval.

6. GrossPremium Report (filed electronicaly)
due quarterly for foreign surplus linesinsurers
and annually for alien surplus linesinsurers.
Report must include risks exempt from surplus
lines tax.

7. Priority Operating History.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. Trust Fund: $5,400,000 (not required for alien
insurers writing ocean marine and/or aviation
risks only).

2. Capital and Surplus: $15,000,000 in aggregate.

3. 11D Financial Format (Electronicfiling is
required): due July 31.

4. Electronic premium submission: due June 30.

Alien surplus linesinsurers that notify the Office of
their intention to operate under NRRA will be
identified on the Office's website as “ Surplus Lines —
Federally Authorized”.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Report of Examination.

2. Certificate of Compliance.

3.  Quarterly Financial Statements and most
recent annua statement.

Report of Auditors.

Sur plus: $15,000,000.

Verified report of al surpluslinesinsurance
Transacted for insurance risks located in Florida
during each calendar quarter must be filed with
the FSL SO on or before the end of the month
following each calendar quarter.

o Uk
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.

2.

Wet marine and transportation risks (see Other
Comments section #1).

Aviation risks, including airport and products
liability incidental thereto and hanger keepers
liability (see Other Comments Section #1).

OTHER COMMENTS OR REQUIREMENTS:

1.

Exempted coverages listed above require
placement through licensed Florida surpluslines
agent, eligibility with Florida Office of
Insurance Regulation for such coverages based
on finding that insurer is able to meet its
financial obligations. Sec. (FLDOI) 626.918 (5)
of the Florida Insurance Code aso allows a
Florida surpluslines agent to place arisk, in
whole or in part, with an unauthorized insurer
(i.e., one not on the Florida eligibility list) that is
otherwise eligible for export in the surplus lines
market, but cannot be procured from eligible
surpluslinesinsurers, aslong as certain
conditions are met. These conditions include:

1) A signed statement from the Florida agent
with the Florida Office of Insurance Regulation
(OIR) setting forth such facts and the % of the
risk placed with the unauthorized insurer; 2) a
$50,000 deposit with the FLDOI by the
unauthorized insurer for each such risk; 3) the
filing by the Florida agent of a certified copy of
the insurer’ s statement of condition as of year-
end showing that the insurer has net assets at
least equal to the amount required for licensed
companiesin the state; 4) a signed statement by
the insured contained in the policy, binder or
cover note, confirming, among other things, that
theinsured is aware that the insurer in question
is not approved in Florida.

However, subsection (6) of this section states
that when not more than 12.5% of therisk is so
eligible for placement with an unauthorized
insurer in Florida under subsection 5 of this
statute, than the OIR may, at its discretion, only
require the agent to obtain a signed statement as
noted in item 4 above before placing the risk.
Insurer must have three years business history
(requirement may be waived if insurer provides
not readily available product or has operated for
one year and has combined capital and surplus
of $25,000,000).
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10.

Contact information for the FSLSO is as
follows:

Florida Surplus Lines Service Office

Gary D. Pullen, Executive Director

1441 Maclay Commerce Drive, Suite 200

Tallahassee, Florida 32312

Tel.: (850) 224-7676

Fax.: (850) 513-9624

Email: gpullen@fsso.com
Florida allows for the issuance of a non-resident
surplus lines agent license to a non-resident
individual provided that the individual is
licensed in his or her home state as a resident
general lines and aresident surplus lines agent.
Thereis an additional requirement that, under
the laws of the individua's home state, residents
of Floridamay be licensed in a similar manner
as anon-resident surplus lines agent in the
applicant state.
The current Citizens Property Emergency
assessment rate is 1%.
Floridarequires aretail agent to inform a
policyholder that coverage may be available and
less expensive from Citizens Property Insurance
Corporation (“ Citizens") before export to the
surplus lines insurance market. The notice must
also include information that Citizens
assessments are higher and that Citizens
coverage may not be less than the property’s
existing coverage.
The Florida Hurricane Catastrophe Fund
assessment was changed to 1.3% (from 1%)
effective 1/1/2011.
Florida digibility lists are available at
http://www.fslso.companysearch/, and then
select the Company Type (Surplus Lines,
Surplus Lines — Aviation/Wet Marine and/or
Surplus Lines — Federally Authorized).
Any dligible surplus lines insurer who failsto
file areport in the form and within the time
required or provided for in the Surplus Lines
Law may be fined up to $500 per day for each
day such failure continues, beginning the day
after the report was due, until the date the report
isreceived. Failureto file areport may also
result in withdrawal of eligibility as a surplus
linesinsurer in this state. All sums collected by
the FLDOI under this section shall be deposited
into the insurance Regulatory Trust Fund. sec.
626.9361 Florida Insurance Code.
The Floridalegidature enacted the following
legidlation in 2009:
 Section 626.913(4), Florida Statutes, was

added which states “ Except as may be
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specifically stated to apply to surpluslines
insurers, the provisions of chapter 627 do not
apply to surplus lines insurance authorized
under ss. 626.913-626.937, the Surplus Lines
Law. Chapter 627 istitled “Insurance Rates
and Contracts’.
Section 626.924(2), Florida Statutes, was
added which states “ Surplus lines policies
issued on or after October 1, 2009, shall have
stamped or printed on the face of the policy in
at least 14-point, boldface type, the following
statement: SURPLUS LINES INSURERS
POLICY RATES AND FORMS ARE NOT
APPROVED BY ANY FLORIDA
REGULATORY AGENCY”.
Section 626.9371, Florida Statutes, was
added and states:
(1) The premiums for surplus lines insurance
contracts issued on or after October 1, 2009,
in this state or covering risks located in this
state shall be paid in cash consisting of cains,
currency, checks, or money orders or by using
adebit card, credit card, automatic electronic
funds transfer, or payroll deduction plan.
(2) All payments of claims made in this state
under any contract of surplus lines insurance
issued on or after October 1, 2009, shall be
made:
a) In cash consisting of coins, currency,
checks, drafts, or money orders and, if
made by check or draft, shall be in such
form as will comply with the standards
for cash items adopted by the Federal
Reserve System to facilitate the sorting,
routing, and mechanized processing of
such items; or b) By debit card or any
other form of electronic transfer if
authorized in writing by the recipient or
the recipient’s representative. Any fees or
costs to be charged against the recipient
must be disclosed in writing to the
recipient or the recipient’s representative
at the time of written authorization.
However, the written authorization
requirement may be waived by the
recipient or the recipient’s representative
if the insurer verifies the identity of the
insured or the insured’ s recipient and
does not charge a fee for the transaction.
If the funds are misdirected, the insurer
remains liable for the payment of the
clam.
Section 626.9372, Florida Statutes, was
added and states:
(3) Each insurer that provides or may
provide liability insurance coverage to pay
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all or aportion of any claim that might be
made under surplus lines policies issued on
or after October 1, 2009, shall provide,
within 60 days after the written request of
the claimant, a statement of a corporate
officer or the insurer’s claims manager or
superintendent setting forth the following
information with regard to each known
policy of insurance, including excess or
umbrellainsurance:
(a) The name of the insurer.
(b) The name of each insured.
(c) Thelimits of the liability coverage.
(d) A statement of any policy or
coverage defense that such insurer
reasonably believesis available to such
insurer at the time of filing such
statement.
(e) A copy of the palicy. In addition, the
insured, or her or hisinsurance agent,
upon written request of the claimant or
the claimant’s attorney, shall disclose
the name and coverage of each known
insurer to the claimant and forward such
request for information as required by
this subsection to all affected insurers.
Theinsurer shall supply the information
required in this subsection to the
claimant within 60 days after receipt of
such request.
(4) The statement required by subsection (1)
must be amended within 60 days after the
date of discovery of facts necessitating an
amendment to such statement.
Section 626.9373, Florida Statutes, was
added and states:
(5) Upon the rendition of ajudgment or
decree by any court of this state
against asurplus linesinsurer in favor of any
named or omnibus insured or the named
beneficiary under a policy or contract
executed by the insurer on or after the
effective date of this act, the trial court or, if
the insured or beneficiary prevails on appeal,
the appellate court, shall adjudge or decree
against the insurer in favor of the insured or
beneficiary areasonable sum as fees or
compensation for the insured's or
beneficiary’ s attorney prosecuting the
lawsuit for which recovery is awarded.
(6) If awarded, attorney’sfees or
compensation shall be included in the
judgment or decree rendered in the case.
Section 626.9374, Florida Statutes, was
added and states:
(1) Any surpluslines, personal lines
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11.

12.

residential property insurance policy issued
on or after October 1, 2009, containing a
separate hurricane or wind deductible must
onitsfaceincludein at least 14-point,
boldface type the following statement: THIS
POLICY CONTAINS A SEPARATE
DEDUCTIBLE FOR HURRICANE OR
WIND LOSSES, WHICH MAY RESULT
IN HIGH OUT-OF-POCKET EXPENSES
TO YOU.
(2) A surpluslines, personal lines residential
property insurance policy issued on or after
October 1, 2009, containing a coinsurance
provision applicable to hurricane or wind
losses must on itsface include in at least 14-
point, boldface type the following statement:
THISPOLICY CONTAINS A CO-PAY
PROVISION THAT MAY RESULT IN
HIGH OUT-OF-POCKET EXPENSES TO
YOU.
Effective June 5, 2012, Florida surplus lines
agents and I ndependently Procured Coverage
(IPC) filers are no longer required to report
Non-US premium allocations on multi-state
policy filings to the Florida Surplus Lines
Service Office (FSLSO). Non-US premium is
defined as premium charged on exposures
occurring or located outside of the United States
and itsterritories. Multi-state policies bearing
non-US premium previously filed with the
FSL SO will receive acredit or refund on any
taxes paid on the non-US allocated portion.
Surplus lines agents and | PC filers are not
required to complete any corrective action on
policy filingsin order to receive the applicable
credits for amounts previously paid. However,
agents and | PC filers are responsible for
providing a credit or refund to policyholders.
In 2011 FHorida amended 626.916 to eliminate
the agent diligent search effort requirements for
all commercid lines referenced under F.S.
627.062. Effective July 1, 2011, agentsare no
longer required to complete a Diligent Effort form
(showing declinations from 3 licensed carriers)
prior to the placement of the following
commercial classes of coverages:
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14.

15.

e Excessor Umbrella

e Surety and Fidelity

e Boiler and Machinery and Leakage and Fire
Extinguishing Equipment

e Errorsand Omissions

o Directors and Officers, Employment Practices,
and Management Liability

o Intellectua Property and Patent Infringement

e Advertising Injury and Internet Liability

e Property risksrated under a highly protect risks
rating plan

e Other types of Commercial Linesinsurance as
determined by the OIR

e Fiduciary Liability

e Generd Liability

e Nonresidential Property (except for collateral
protection insurance as defined in F.S. 624.6085)

e Nonresidential Multi-Peril

e Excess Property

e Burglary and Theft

For the above risks, a signed disclosure
statement is required in place of the Diligent
Effort form.

Each surplus lines agent through whom a
surplus lines coverage is procured must write or
print on the outside of the policy and on any
certificate, cover note, or other confirmation of
the insurance his or her name, address, and
identification number and the name and address
of the producing agent through whom the
business originated and must have stamped or
written upon the first page of the policy or the
certificate, cover note, or confirmation of
insurance the words:

“THISINSURANCE |ISISSUED PURSUANT
TO THE FLORIDA SURPLUSLINESLAW.
PERSONSINSURED BY SURPLUSLINES
CARRIERSDO NOT HAVE THE
PROTECTION OF THE FLORIDA
INSURANCE GUARANTY ACT TO THE
EXTENT OF ANY RIGHT OF RECOVERY
FOR THE OBLIGATION OF AN INSOLVENT
UNLICENSED INSURER.”

The Florida Legidlature enacted Legidation in
2012 which eliminates the bond requirement for
non-resident brokers.

The Florida Office of Insurance Regulation
(FOIR) issued a Memorandum in 2014 notifying
surpluslines insurers that the Florida Hurricane
Catastrophe Fund's emergency 1.3% assessment
has been eliminated for all policiesissued or
renewed on or after January 1, 2015.
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GEORGIA

GENERAL INFORMATION:

1. Georgiadoesnot maintain alist of eligible
surpluslinesinsurers.

2.  Georgiadoesnot have a Surplus Lines
Association.

3. Georgiadoesnot have an Export List.

4. Georgiadoes have an industrial insured
exemption with respect to captive insurers only
(see Appendix C) but otherwise recognizes the
exempt commercial policyholder exemption
under NRRA.

5. Surpluslinestax: If asurplusline policy
coversrisks or exposures located or to be
performed both in and out of Georgia, the sum
payable shall be computed based on (i) an
amount equal to 4% of that portion of premiums
allocated to Georgiaplus (ii) an amount equal to
the portion of premiums allocated to other states
or territories on the basis of the tax, rates and
fees applicable to properties, risks, or exposures
located or to be performed outside Georgia.

6. Georgiahas not affiliated with any existing
compact (HB 413) However, Georgia enacted
legislation in 2011 authorizing the Governor, in
consultation with the | nsurance Commissioner,
to enter into atax sharing agreement. The
agreement must substantially follow the form of
either SLIMPACT or NIMA asthey exist on
July 1, 2011. The Governor must select “the
agreement, if any, that provides the best
financial advantage to the state.”  Effective:
July 1, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

Surplus lines brokers may not place coverage with a

nonadmitted insurer unless, at the time of placement,

the nonadmitted insurer:

. Is authorized to write such insurancein its
domiciliary jurisdiction; and

. Possesses capital and surplus, or its equivalent
under the laws of its domiciliary jurisdiction
that equals the greater of the minimum capital
and surplus requirements under the laws of
Georgiaor $15 million. 8 33-5-25(b)(1)(A).
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The Commissioner may waive the minimum capital
and surplus requirement for a nonadmitted insurer if
he makes an affirmative finding of acceptability after
considering: quality of management, capital and
surplus of a parent company, company underwriting
profit and investment trends, market availability, and
company record and reputation within the industry.
The director may not make afinding of acceptability
if theinsurer’'s capital and surplusisunder $4.5
million. § 33-5-25(b)(1)(A).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Georgia utilizesthe NAIC Quarterly List of Alien
Insurers.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Insurance on property or operation of railroads
engaged in interstate commerce.

2. Insurance of aircraft owned or operated by
manufacturers of aircraft or operated in
scheduled interstate flight, or cargo of the
aircraft, or against liability, other than workers
compensation and employers’ liability, arising
out of the ownership, maintenance, or use of the
aircraft.

OTHER COMMENTSOR REQUIREMENTS:

1. Surpluslinesinsurers are required to furnish
their brokers with a copy of their annual
statement/report.

2. Every insurance contract procured and delivered
as asurplus lines coverage must beinitialed by
or bear the name of the surplus lines broker who
procured it and must have printed or stamped
upon it the following:

“Thiscontract isregistered and delivered asa

surplusline coverage under the SurplusLine
Insurance Law, O.C.G.A. Chapter 33-5."
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HAWAII

GENERAL INFORMATION:

1. Hawaii doesnot maintain alist of eligible
surpluslinesinsurers.

2. Hawaii does not have a Surplus Lines
Association.

3. Hawaii does not have an Export List.

4. Hawaii doesnot have an industrial insured
exemption but does recognize the exempt
commercial purchaser exemption under NRRA.

5. Surpluslinestax: 4.68%, payable by broker.

6. OnJune7, 2012, Hawaii submitted a notice of
withdrawal from NIMA. All quarterly surplus
lines taxes for policies (both multi-state and
single-state) where Hawaii is deemed the home
state should be filed with the Hawaii Insurance
Division.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Hawaii does not impose a fee or request financial
premium or other information from foreign and/or
alien surpluslinesinsurers for surplus lines eligibility
purposes. Under Hawaii’ s surplus lines laws, the
surplus lines broker is responsible for determining if
the surplus lines insurer meets the eligibility
requirements under our laws.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Insurer must be on 11D list, provided that (@) if an
alieninsurer isnot onthe 11D ligt, the surpluslines
broker shall maintain in the broker’s office evidence
of the financial responsibility of the insurer; and (b)
evidence to the commissioner that the insurer
maintainsin the United States a $5,400,000 trust
fund.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Surpluslines broker may place surpluslines
insurance only with insurers who are authorized
to write that type of insurance in the insurer’s
domiciliary state.
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2. A aurpluslines broker may not place coverage
with an unauthorized insurer unless, at the time
of placement, the surplus lines broker has
determined that the unauthorized insurer has
capital and surplus or its equivalent under the
laws of its domiciliary state that equal the
greater of the minimum capital requirements of
this State or a minimum of $15,000,000.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Ocean marineinsurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside Hawaii, or on
vehicles or aircraft owned and principally
garaged outside Hawaii.

3. Insurance of aircraft or cargo of such aircraft, or
against liability, other than workers
compensation and employers’ liability, arising
out of the ownership, maintenance, or use of
such aircraft.

OTHER COMMENTS OR REQUIREMENTS:

1.  Upon request of the Commissioner, the broker
must immediately submit documentary evidence
asto the financia responsibility of the insurer.

2. Hawalii enacted legidlation in 2011 which
defines “ Surplus lines insurance” to mean “any
property and casualty insurance on risks
procured from or placed with an unauthorized
insurer under the laws of the insured’s home
state.”

3.  Every insurance contract procured and delivered
as surplus lines coverage, including any
evidence of insurance other than a policy, must:
» Bear the name and address of the surplus

lines broker who procured it, and
» Have stamped or written conspicuously upon
the first page of the contract the following:

“Thisinsurance contract isissued by an
insurer which isnot licensed by the State of
Hawaii and isnot subject to its regulation or
examination. If theinsurer isfound
insolvent, claims under this contract are not
covered by any guaranty fund of the State of
Hawaii.”
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|IDAHO

GENERAL INFORMATION:

1. Idaho maintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

2. ldaho does have a Surplus Lines Association (see
Other Comments section #2).

3. ldaho does have an Export List (see Other
Comments section #3).

4. ldaho doesnot have an industrial insured
exemption but does recognize the exempt
commercial purchaser exemption under NRRA.

5. Surpluslinestax: 1.5% (plus stamping fee of
0.25%), payable by broker.

6. ldaho has not affiliated with any existing compact
(HB 179) Effective: July 21, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1. Filing Fee: $500 with application, $500 renewal
fee: due March 1.

2. Annual Statement/Report (required with original

application).

3. Application or Letter of Intent listing types of
business company wishes to write, agreeing to
abide by Idaho Law and that the company will
only accept business placed through Idaho
licensed surplus lines brokers (required with
original application).

4. Designation of Legal Agent for Surplus Lines
Companies (required with original application).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

A surplus lines broker may place insurance with an
alieninsurer if the insurer islisted on the Quarterly
Listing of Alien Insurers maintained by the NAIC. §
41-1214(6)(b).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may place insurance with a

foreign insurer if:

1. Theinsurer isauthorized to place that type of
insurance in its domiciliary jurisdiction; and

2. Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
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jurisdiction that is the greater of the minimum
capital and surplus requirements under the laws
of this state or $15 million.

The insurance commissioner may waive the minimum
capital and surplus requirement for unauthorized
foreign insurersif the commissioner makes an
affirmative finding of acceptability after considering:
quality of management, capital and surplus of a
parent company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. § 41-
1214(7). The commissioner may not make a finding
of acceptability if the insurer’s capital and surplusis
under $4.5 million. § 41-1214(7).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Ocean marine and foreign trade insurances.

2. Insurance on subjects located, resident, or to be
performed wholly outside of 1daho, or on
vehicles or aircraft owned and principally
garaged outside I daho.

3. Aircraft and cargo in interstate flight (property
and liability).

4. Insurance of aircraft owned or operated by
manufacturers of aircraft, or of aircraft operated
in commercial scheduled interstate flight, or
cargo of such aircraft, or againgt liability, other
than workers' compensation and employers
liability, arising out of the ownership,
maintenance or use of such aircraft.

OTHER COMMENTS OR REQUIREMENTS:

1. Eligibility lists available on Idaho DOI website
www.doi.idaho.gov. Go to “Companies,” under
“Company Services’ then scroll down to
“Eligible Surplus Lines Insurers.”

2. Contact information for the Idaho Surplus
Lines Association is as follows:

Wendy J. Tippetts

Surplus Lines Association of Idaho, Inc.
595 South 14" Street

Boise, Idaho 83702-6836

Tel.: (208) 336-2901

Fax.: (208) 336-2901

Email: wendy@idahosurplusline.org
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Export list available on Idaho DOI website at
www.doi.idaho.gov. Laws, Rules, Bulleting, DOI
Rules, 18.01.18 Open Lines for Export —Surplus
Lines, OR on the Idaho Surplus Lines Association
website at www.ldahosurplusline.org (on
homepage).

Brokers placing exempted coverages above
arerequired to keep afull and true record,

for not less than five years, of each such coverage
in the same detail as required for surplus lines
insurance. The record must be kept availablein
the state for examination by the Director of
Insurance.

Every insurance contract procured and delivered
as asurplus lines coverage must have stamped
uponit, in red ink with at least ten (10) point bold
print, and bear the name of the surpluslines
broker who procured it, the following:
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THISSURPLUSLINES CONTRACT IS
ISSUED PURSUANT TO THE IDAHO
INSURANCE LAWSBY AN INSURER
NOT LICENSED BY THE IDAHO
DEPARTMENT OF INSURANCE.
THERE ISNO COVERAGE PROVIDED
FOR SURPLUSLINE INSURANCE BY
EITHER THE IDAHO INSURANCE
GUARANTY ASSOCIATION

ORBY THE IDAHO LIFE AND
HEALTH INSURANCE

GUARANTY ASSOCIATION.

(Name of Broker & Lic#).
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ILLINOIS

GENERAL INFORMATION:

1. Illincisdoes not maintain alist of eligible
surpluslinesinsurers.

2. lllinois does have a Surplus Lines Association (see
Other Comments section #4).

3. lllinoisdoes not have an Export List.

4.  lllinois does have an industrial insured

exemption (see Appendix C) but also recognizes
the exempt commercial purchaser exemption
under NRRA.

5.  Surpluslinestax: 3.5%, payable by broker and
may be passed on to the insured, plus stamping fee
of 0.1% and 1% fire marshal tax on property
premium.

6. lllinois has not affiliated with any existing
compact and has taken no legislative action to
comply with NRRA.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

I1linois may not impose eigibility requirements on, or
otherwise establish eligibility criteriafor,
nonadmitted insurers domiciled in aU.S. jurisdiction,
except:

o lllinois may require that the insurer be authorized
to write the type of insurance in its domiciliary
jurisdiction; and

« lllinois may require that the insurer have capital
and surplus or its equivalent under the laws of its
domiciliary jurisdiction which equals the greater
of:

0 The minimum capital and surplus
requirements under the law of Illinois; or
o $15,000,000

The insurance commissioner may waive the minimum
capital and surplus requirements above if the
commissioner makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if theinsurer’s capital and surplusis
under $4.5 million.
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ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

I1linois may not prohibit a surplus lines broker from
placing nonadmitted insurance with, or procuring
nonadmitted insurance from, a nonadmitted insurer
domiciled outside the U.S. that islisted on the
Quarterly Listing of Alien Insurers maintained by the
International Insurers Department of the NAIC.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Insurance of property and operations of railroads or
aircraft engaged in interstate or foreign commerce.

2. Insurance of vesseals, crafts or hulls, cargoes,
marine builders' risks, marine protection and
indemnity, or other risksincluding strikes and war
risks insured under ocean or wet marine forms of
policies.

3. Industrial Insurance, but only when procured
directly from the insurer by the insured without
the use of an insurance producer.

OTHER COMMENTSOR REQUIREMENTS:

1. Theonusison the surpluslines producing
broker to ascertain that standards of solvency
and management are adequate and that the
company has a minimum $15,000,000 in
surplus.

2. Insurance may be placed with an insurer not
meeting these standards if the surpluslines
producing broker gives written notice to the
insured to that effect.

3. TheDirector of Insurance can declare a company
ineligible.

4. Contact information for the Surplus Lines
Association of Illinoisisasfollows:

David Ocasek, Executive Director
Surplus Line Association of Illinois
100 South Wacker Drive, Suite 350
Chicago, Illinois 60606-4020

Tel.: (312) 263-1993

Fax.: (312) 263-1996

Email: docasek@sdlai.org
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When making a diligent effort to first place
insurance with licensed insurers, a surplus line
producer need not get a declination from any
residual market (certain exceptions for personal
lines).

Pursuant to Section 215 ILCS 5/445(a) of the
I1linois Insurance Code, an insurance company
that is domiciled and licensed in Illinois and
possessing policyholders’ surplus of at least

$15 million may, pursuant to a resolution by its
Board of Directors, and with the written approval
of the Director, be designated as a “ domestic
surpluslinesinsurer” (DSLI). A DSLI must abide
by the Illinois surplus lines laws and may only
insure in lllinois risks which are procured from a
surplus lines producer pursuant to Section 445 of
the Illinois Insurance Code.

Surplus lines I nsurance contracts from
unauthorized insurers, other than domestic surplus
line insurers, shall have stamped or imprinted on
the first page thereof in not less than 12-pt. bold
face type the following legend:
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“Noticeto Policyholder: Thiscontract is
issued, pursuant to Section 445 of the

[llinois Insurance Code, by a company not
authorized and licensed to transact businessin
[llinois and as such is not covered by thelllinois
Insurance Guaranty Fund.” Insurance
contractsdelivered under this Section from
domestic surpluslineinsurersasdefined in
Section 445a shall have stamped or imprinted
on thefirst page thereof in not lessthan 12-pt.
bold face type the following legend:

“Notice to Policyholder: Thiscontract is
issued by a domestic surpluslineinsurer, as
defined in Section 445a of the lllinois
Insurance Code, pursuant to Section 445, and
assuch isnot covered by thelllinois
Insurance Guaranty Fund.”

For further information, contact Illinois Division
of Insurance website at
http://www.l df pr.com/doi/defaul t2.asp.

1L


http://www.idfpr.com/doi/default2.asp

| NDIANA

GENERAL INFORMATION:

1. Indianamaintainsalist of eligible surpluslines
insurers (foreign only) (see Other Comments
section #1).

2. Indianadoes not have a Surplus Lines
Association.

3. Indianadoes not have an Export list.

4. Indianadoes have an industrial insured
exemption (see Appendix C) which will remain
in effect. Asof 7/21/2011, the NRRA
commercial purchaser exemption also became
effective.

5.  Surpluslinestax: 2.5%, payable by broker.

6. Indianahas adopted SLIMPACT (SB 578);

however, until SLIMPACT isoperational, Indiana
is till collecting 100% of surplus lines premium tax

on multistaterisks. Effective: July 1, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Indiana does not impose formal eligibility
requirements other than a sponsoring broker
requirement for foreign surplus lines insurers as noted
below. Such requirements could come into effect
eventually, however, through SLIMPACT. The
Compact Commission is charged with promulgating
uniform rules for compacting states regarding foreign
insurer eligibility requirements as authorized by the
NRRA. IC 27-18-2-2.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

NAIC Listing: If alien insurer appears on NAIC
Quarterly Ligt, it is approved to do businessin
Indiana.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

Sponsoring Broker: A licensed surplus lines
producer must request by letter or by email that a
foreign (U.S.) surpluslinesinsurer be added to the
state’ s eligibility list.
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Transactionsin the state relative to apolicy
issued or to be issued outside the state,
involving insurance on vessels, crafts, hulls or
cargoes, marine builder'srisks, marine
protection and indemnity or other risks,
including strikes and war risks commonly
insured under ocean or wet marine forms of
policy.

2. Industrial Insurance (see Other Comments
section #3).

OTHER COMMENTS OR REQUIREMENTS:
1. Indianadigibility list available at

http://www.in.gov/cgi-bin/idoi/ssDispl ay-
2.pl ile=SurplusLines& |etter=a.

Above list appliesto foreign surplus lines only;
alien surplus lines companies are automatically
eligible for surpluslinesin this state if they
appear on the NAIC Quarterly List of Alien
Insurers.

2. Insurance Commissioner may order surpluslines
broker to cancel unauthorized insurer’s policies
if he/she believes financial condition of such
insurer does not warrant continuation of the risk.

3. Commercial insureds which purchase insurance
under the “industrial insured” exception to the
state’ s unauthorized insurers statute must notify
the Department of such transactions and, among
other things, document that the purchased
coverage was not available in the admitted
market.

4. Effective July 1, 2007, resident surplus lines
producers are no longer required to hold atax
guarantee bond in the amount of $20,000. The
surplus lines license was extended from a one
year license to atwo year license. The surplus
lines fees increased from $20 to $80 for a
resident surplus lines producer/agency and $120
for anon-resident surplus lines producer/agency.

5.  Effective September 9, 2011, the IN DOI
imposes retaliatory fees for non-resident surplus
lines producers of IL.
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Effective May 1, 2012, the IN DOI converted to 7. Effective September 13, 2012, the IN DOI

birth month renewal. Business entity license will imposed retaliatory fees for non-resident surplus
continue to renew the month initially licensed. line producers of CA, CI, MA and NJ.

Also, invoices for renewals will no longer be

printed and mailed. If producer wishesto receive

notice, he must insure his email addressison file

with the IN DOI.
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|OWA

GENERAL INFORMATION:

1. lowamaintainsalist of eigible surpluslines
insurers (see Other Comments section #1).

2. lowadoesnot have a Surplus Lines
Association.

3. lowadoesnot have an Export list.

4. lowadoesnot have anindustrial insured
exemption but recognizes the NRRA exempt
commercial purchaser exemption as of
7/21/2011, athough it is not yet codified.

5. Surpluslinestax: 1%, payable by soliciting
agent.

6. lowahas not affiliated with any existing
compact. On amulti-state risk when lowais not
the home state, lowawill not collect any
premiumtax. On amulti-state risk where lowa
isthe home state, lowawill collect 100% of the
premium tax of 1%.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1.  Annual Statement/Report: inU.S. dollars.
2. List of Agentsused in State: (preferred).
3. Serviceof processinformation.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. Trust Fund: follows NAIC requirements (see
Appendix E).

2. Capital and Surplus: follows NAIC
reguirements (see Appendix E).

3. The State’ s statutory eligibility requirements are
not applicable to alien insurers listed with the
NAIC.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. NAIC UCAA Expansion Application,
available through the Department’ s website,
www.iid.state.ia.us, or through the NAIC
website, www.naic.org/industry.

2. Remittance of the greater of a $100 filing fee or
aretaliatory fee, and a $500 examination fee for
all new applicants.
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3. Maintain the greater of either minimum capital
and surplus of $15,000,000 or risk-based capital
pursuant to lowa Code Chapter 521E (see Other
Comments Section #2).

4. Forrenewal: $100 renewa fee, quarterly signed
jurat, and submission of other documents and
materials listed on the Department’s website,
www.iid.state.ia us.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Insurance on vessels, craft or hulls, cargoes, marine
builder’s risks, marine protection and indemnity or
other risks including strikes and war risks commonly
insured under ocean marine or wet marine forms of
policies.

OTHER COMMENTS OR REQUIREMENTS:

1. lowadligibility list available at
http://www.iid.state.ia.us/company “search/for
m. (Check Surplus Lines Companies and Click
Submit).

2. A producer who places coverage with a
qualified surpluslines carrier must deliver to the
insured, within 30 days of the date the policy is
issued, a notice that states the following:

“Thispolicy isissued, pursuant to lowa Code
section 515.120, by a nonadmitted company
in lowa and as such isnot covered by the
lowa Insurance Guar anty Association.”

A producer may comply with this rule by typing
or stamping a verbatim copy of thislanguagein
a clear and conspicuous place on the policy.

3.  Effective January 1, 2007, the lowa
Insurance Department adopted new filing
procedures. Paper affidavits are no longer
required. Instead, all surpluslines tax
information is to be submitted electronically.

Aninvoice or bill will not be sent for surplus
lines, purchasing group or risk retention group
premium taxes. When all electronic entries
have been made for the preceding year, login
and under “Select a Task” select Tax and
Penalty Due,” then select “Print Report” and
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“Print Receipt for Payment of Taxes’. Send the
following three items to the lowa Insurance
Division to the address on the Receipt for
Payment of Taxes. Thesethreeitems must be
sent via United States Post Office and
received by the Insurance Division on or
before March 1to avoid any penalties.
» A copy of the Annual Tax and Penalty
DueReport (select “Print Report”).
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o The Receipt for Payment of Taxes.

» A check made payable to the lowa Insurance
Division for payment of the premium tax.

For more surplus lines information, go to this

link: http://www.iid.state.ia.us/app.

In 2009, lowa adopted ADC 191-21 1-9

implementing electronic filing for surplus lines

brokers and eliminating the “zero” reports.

1IA



KANSAS

GENERAL INFORMATION:

o

Kansas maintains alist of eligible surpluslines
insurers (see Other Comments section #1).
Kansas does not have a Surplus Lines
Association.

Kansas does not have an Export List.

Kansas does have an industrial insured
exemption for captive insurers only (see
Appendix C) and also recognizes the NRRA
Exempt Commercial Purchaser exemption
unless or until SLIMPACT rules are issued.
Surpluslinestax: 6%, payable by broker.
Kansas has adopted SLIMPACT (HB 2076)
Effective: July 1, 2011. Pending
implementation of SLIMPACT, when Kansas
isthe home state, it receives all premium taxes
due on risks located in and outside the state at
the appropriate tax rate of the locations of the
risks.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

None. Thereisa$200 fee to be added to the State’s
eligibility list.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Must be listed on the lID List.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN

INSURERS ONLY):

1.

2.

Capital and Surplus: equal to or greater than
$4,500,000.
Authorized to write in its home jurisdiction.
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

None.

OTHER COMMENTSOR REQUIREMENTS:

1.

Kansas éligibility list available at
https://www.towerii.ksinsurance.org/kid/docs/
exIndEX_Listed Cos.pdf.

Non-admitted insurers cannot write primary
automobile, medical malpractice for Kansas
defined health care providers, e.g., workers
compensation, and any coverages which can be
placed in the Kansas Fair Plan.

Requirements and license application for non-
resident surplus lines brokers may be obtained
from the Kansas | nsurance Department’ s
website at www.ksinsurance.org/agent/company
services/agent/agency/excess linesapplication.
Any policy issued under the provisions of
Kansas surplus lines law shall have stamped or
endorsed in a prominent manner thereon, the
following:

“Thispolicy isissued by an insurer not
authorized to do businessin Kansas and, as
such, theform, financial condition and rates
are not subject to review by the
Commissioner of insurance and theinsured is
not protected by any guaranty fund.”
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KENTUCKY

GENERAL INFORMATION:

1. Kentucky doesnot maintain alist of eligible
surpluslinesinsurers.

2. Kentucky does have a Surplus Lines
Association.

3. Kentucky does not have an Export List.

4. Kentucky does have an industrial insured
exemption (see Appendix C) aswell asa
statutory exempt commercial purchaser
exemption. It also recognizes the ECP
definition under NRRA unless or until
SLIMPACT rules are issued.

5. Surpluslinestax: 3% plus 1.8% surcharge,
payable by broker.

(See Other Comments section #1).

6. Kentucky has adopted SLIMPACT (HB 167)
Effective: June 8, 2011. Advisory Opinion
2011-24.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1. Annual Statement/Report: certified and in
U.S. dollars preferred, plus $100 annual
statement fee,

Service of Processform.

3. Kentucky does not currently have any statutory
eligibility requirements for surpluslines
insurers. |f Kentucky choosesto enact
eligibility requirements, the requirements must
match those set out in NRRA or match
“nationwide uniform” standards adopted by all
of the states. The Compact Commissionis
charged with promulgating uniform rules for
compacting states regarding foreign insurer
eligibility requirements as authorized by NRRA.

Art. 111(3)

N

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Kentucky may not prohibit a surplus lines broker
from placing nonadmitted insurance with, or
procuring nonadmitted insurance from, a nonadmitted
insurer domiciled outside the U.S. that islisted on the
Quarterly Listing of Alien Insurers maintained by the
International Insurers Department of the NAIC.
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

Kentucky may not impose eligibility requirements on,
or otherwise establish eligibility criteriafor,
nonadmitted insurers domiciled in aU.S. jurisdiction,
except:

« Kentucky may require that the insurer be
authorized to write the type of insurance in its
domiciliary jurisdiction; and

« Kentucky may require that the insurer have
capital and surplus or its equivalent under the
laws of its domiciliary jurisdiction which equals
the greater of:

0 The minimum capital and surplus
requirements under the law of Kentucky; or
o $15,000,000

The insurance commissioner may waive the minimum
capital and surplus requirements above if the
commissioner makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if the insurer’s capital and surplusis
under $4.5 million.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Ocean marine and foreign trade insurances.

2. Insurance on vessels, craft of hulls, cargoes,
marine builder’ s risk, marine protection and
indemnity or other risks, including strikes and
war risks commonly insured under ocean or wet
marine forms of policy.

3. Insurance on subjects located in, resident of, or
to be performed wholly outside of Kentucky, or
on vehicles or aircraft owned and principally
garaged outside Kentucky.

4.  Insurance on operations or railroads engaged in
transportation in interstate commerce and their
property used in such operations.

5. Insurance of aircraft owned or operated by
manufacturers of aircraft or of aircraft operated
in commercial interstate flight or cargo of such
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6.

aircraft or against liability other than workers
compensation and employers' liability arising
out of the ownership, maintenance or use of
such aircraft.

Industrial Insurance.

OTHER COMMENTSOR REQUIREMENTS:

1.

Kentucky also imposes a 1.8% surcharge on al
insurers, other than life and health insurers,
payable to the Kentucky Department of
Revenue. Thereisalso alocal Government
Premium Tax (LGPT) imposed by some
municipalities, at varying rates depending on
line and location.

Any and all policies [with the exceptions listed
in KRS 136.392(5)] written or renewing on or
after April 1, 2010, shall use the new surcharge
rate of 1.8%.
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Every insurance contract procured and
delivered as a surplus lines coverage must have
conspicuously stamped upon the face page,
initialed by or bearing the name of the surplus
lines broker who procured it, the following:

“Thisinsurance has been placed with an
insurer not licensed to transact businessin
the Commonwealth of Kentucky but eligible
asasurpluslinesinsurer. Theinsurer isnot
a member of the Kentucky Insurance
Guaranty Association. Should theinsurer
become insolvent, the protection and benefits
of the Kentucky Insurance Guaranty
Association are not available.”

1.KY



L OUISIANA

GENERAL INFORMATION:

1. Louisanamaintainsalist of eligible surplus
linesinsurers (see Other Comments section #1).

2. Louisianahas a Surplus Lines Association for
brokers only but does not have a Stamping
Office.

3. Louisianadoes not have an Export List.

4. Louisianadoes have an industrial insured
exemption with respect to workers
compensation insurance only (see Appendix C)
and also recognizes the exempt commercial
purchaser exemption as of 7/21/2011, although
it isnot yet codified.

5.  Surpluslinestax: 5%, payable by producer.
Producers are required to separately itemize the
tax on the declaration page of the policy, LRS
22:855.

6. Louisianahas adopted NIMA (HB 469, Act No.
361) Effective: July 1, 2011, and will be using
NIMA'’s allocation method and clearinghouse
for multi-state risks. Louisianawill only collect
taxes on the portion of arisk located in
Louisianaor in astate that is part of NIMA.
Louisiana does not impose atax on any risk that
isoutside of Louisiana and outside of aNIMA
state.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Examination Fee: $1,050 due March 1.
Annual Statement/Report: due April 15.
Application.

Interrogatories.

Premium report.

grwDdDPRE

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. NAIC Reporting Format: due July 31.

2. Statement of Total PremiumsWritten in
Louisiana: due April 15.

3. Trust Fund: Not lessthan the greater of
$5,400,000 or 30% of the company's U.S. surplus
liabilities, excluding liabilities from exempt
business, not to exceed $60,000,000 (see Other
Comments section #4).

4. Statement of Assetsin Trust.
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5. Capital and Surplus: follows NAIC requirements

(see Appendix E).
6. NAIC Listing.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Capital and Surplus: Equal to or greater than
$15,000,000.
2. Authorized to write inits home jurisdiction.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Insurance on property and operation of railroads
or aircrafts engaged in interstate or foreign
commerce.

2. Insurance on vessdls, crafts, hulls, cargoes,
marine builders' risks, marine protection and
indemnity, or other risks, including strikes and
war risks commonly insured under ocean or wet
marine forms of policy (see Other Comments
sections #2 and #3).

3. Transactionsin Louisianainvolving a policy
lawfully solicited, written, and delivered out of
state, covering subjects of insurance not located,
or expressly to be performed in, Louisiana at the
time of issue, and which transactions are
subsequent to the issuance of the policy.

4. Transactionsinvolving risks located in
Louisianawhere the policy or contract of
insurance for such risk was principally
negotiated and delivered outside Louisiana, and
was lawfully issued in a state or foreign country
in which the foreign or alien insurer was
authorized to operate an insurance business, and
where such insurer has no contact with
Louisiana except in connection with inspections
or losses required by virtue of the contract or
policy of insurance covering therisk located in
Louisiana, including transactionsinvolving the
operation of workers compensation claims
offices.

OTHER COMMENTS OR REQUIREMENTS:
1. Louisiana€ligibility list available at

www.ldi.state.la.us/search forms/white list/whit
e_list.aspx.
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The definition of marine insurance does not
involve vessels and watercraft under five tons of
gross weight.

Coverage for any wet marine risk arising out of
the exploration, discovery, development, or
production for any mineral, the maintenance,
shutting in, or the plugging and abandoning of
any oil or natural gas or other marine mine, may
only be placed with an insurer appearing on the
Louisiana Surplus Lines Eligibility List.

L ouisiana deems compliance with the 11D Plan of
Operation Standard form trust requirement to bein
compliance with Louisiana Law.

The Louisiana Surplus Lines Association webpage
iswww.L SLA bizland.com

The Louisiana Legislature enacted legidlation in
2013 which authorizes the placement of surplus
lines insurance without regard to the availability
of coverage from authorized (admitted) insurers.
The bill aso clarifies that inclusion on the
Louisianalist of unauthorized insurers shall be
primafacie evidence that an unauthorized
insurer meets the financial and eligibility criteria
for surplus lines insurance.

The following disclosures are required on the
declaration pages of surpluslines policies: first,
the premium, tax, and any fees charged should
be separately stated and itemized; and second,
every surplus lines contract in Louisiana must
have stamped or printed upon it in red or, if not
in red, offset by ablack border and signed by
the surplus lines broker who procured it, in bold
type and in not less than ten-point type, the
following:
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“NOTICE

Thisinsurance policy isdelivered asa surplus
line coverage under the Insurance Code of the
State of L ouisiana.

In the event of insolvency of the company
issuing this contract, the policyholder or
claimant isnot covered by the L ouisiana

I nsurance Guaranty Association which
guar antees only specific policiesissued

by an insurance company authorized to do
businessin L ouisiana.

Thissurpluslines policy has been procured by
the following licensed L ouisiana surpluslines
broker:

Signature of Licensed L ouisiana Surplus
Lines Broker or Authorized Representative

Printed Name of Licensed Louisiana Surplus
Lines Broker”

(Note: Louisiana DOI Bulletin No. 09-08 sets
forth additional disclosures related to what is
and what is not covered under various property
policies with afocus on flood coverage. A link
to Bulletin No. 09-08 may be found at
http://docsfiles.com/pdf_bulletin no 9 08 all
property_and_casualty insurers to_james j.htm
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M AINE

GENERAL INFORMATION:

1. Mainemaintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

2. Mainedoes not have a Surplus Lines
Association; however, thereis a New England
SLA which Maine brokers may become
members of .

3. Mainedoesnot have an Export List.

4. Maine does have an industrial insured exemption

with respect to captive insurers only (see Appendix

C) and aso recognizes the NRRA exempt
commercia purchaser exemption.

5.  Surpluslinestax: 3% of difference between
gross premiums and return premiums (within 45
days of end of each quarter and annually),
payable by broker.

6. Maine has not affiliated with any existing
compact. (PL 331 LD 1352) Effective date:
July 21, 2011. However, Maine has authority to
enter into multi-state agreement as per
Departmental Bulletin 378, June 17, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

A surplus lines broker may place insurance with an
alien insurer if that insurer islisted on the Quarterly
List of Alien Insurers maintained by the NAIC. 24-A
MRSA § 2007(5).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may place insurance with a

nonadmitted insurer not domiciled in the U.S. if:

. Theinsurer is authorized to place that type of
insurance in its domiciliary jurisdiction; and

. Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
jurisdiction that is the greater of the minimum
capital and surplus requirements under the laws
of this state or $15 million.

The insurance commissioner may waive the minimum
capital and surplus requirements for unauthorized
foreigninsurersif he makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
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investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if the insurer’s capital and surplusis
under $4.5 million. 24-A MRSA § 2007(4).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION (SEE OTHER COMMENTS
SECTION #3):

1.  Wet marine and transportation insurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside of Maine, or on
vehicles or aircraft owned and principally
garaged outside Maine.

3. Insurance on operations of railroads engaged in
transportation in interstate commerce and their
property used in such operations.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft or of aircraft operated
in commercial interstate flight or cargo of such
aircraft or against liability other than workers
compensation and employers' liability arising
out of the ownership, maintenance or use of
such aircraft.

OTHER COMMENTS OR REQUIREMENTS:

1. Eligibility list available at
http://www.mai ne.gov/pfr/insurance/company/sl co
mpanies.htm.

2. The most effective way to get approval asa
surpluslinesinsurer in Maineisto provide a
unigue or “specia” program for which thereisa
“need” in Maine.

3. Exempted coverages (1-4 above) must be placed
with an eligible surplus lines insurer; however,
surplus lines brokers are not required to perform
adiligent search of the admitted market prior to
placing the coverage.

4. PerTitle 24-A § 2412-A of the Maine
Insurance Laws, any contract of insurance
issued to alarge commercial policyholder
pursuant to this section, is also exempt from
the diligent search requirement.

5. Every insurance contract procured and delivered
as a surplus lines coverage must have stamped
upon it, and bearing the name of the producer
with surplus lines authority who procured it, the
following:
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“Thisinsurance contract isissued pursuant
tothe Maine Insurance Laws by an insurer
neither licensed by nor under thejurisdiction
of the Maine Bureau of Insurance.”

© 2014 Edwards Wildman Palmer LLP 1.ME
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MARYLAND

GENERAL INFORMATION:

1. Maryland doesnot maintain alist of eligible
surpluslinesinsurers.

2. Maryland does have a Surplus Lines Association
(see Other Comments Section #3).

3. Maryland does have an Export List (see Md.
Regulations §31.03. 06.10).

4. Maryland does have an industrial insured
exemption (see Appendix C) and also
recognizes the NRRA exempt commercial
purchaser exemption as of 7/1/2011.

5. Surpluslinestax: 3%, payable by broker.
Premium includes a membership fee, survey fee,
inspection fee, service fee, or other similar fee
in consideration for an insurance contract.

6. Maryland has not affiliated with any existing
compact (HB 959).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

With the exception of unsafe financial conditions as
per MD, Code Ann. Ins. §3-319, if company is on the
NAIC List then nothing need be filed as eligibility is
automatic.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

Surplus lines brokers may not place coverage with a

nonadmitted insurer domiciled outside the U.S.

unless, at the time of placement, the nonadmitted

insurer:

. Is authorized to write such insurancein its
domiciliary jurisdiction; and

. Possesses capital and surplus, or its equivalent
under the laws of its domiciliary jurisdiction
that equals the greater of the minimum capital
and surplus requirements under the laws of the
domiciliary jurisdiction, or $15 million. § 3-
318(a) — (b)

The commissioner may waive the minimum capital
and surplus requirement for a nonadmitted insurer if
the commissioner makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
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investment trends, market availability, and company
record and reputation within the industry. The
director may not make a finding of acceptability if the
insurer’s capital and surplusis) under $4.5 million. §
3 318(b)(1)-(3).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Wet marine and transportation insurance except:
(i) any pleasure craft that is under 60 feet in
length and is owned and used for pleasure and
not for business, hire, or other commercial use;
(i) fishing vessels under 50 gross tons weight
that are not part of afleet of 3 or more vessels;
and (iii) charter or head boats under 50 gross
tons and that are not part of afleet of 3 or more
vessels.,

2. Insurance on subjects located, resident, or to be
performed wholly outside of Maryland or on
vehicles or aircraft owned and principally
garaged outside Maryland.

3. Insurance on property or operation of railroads
engaged in interstate commerce.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft, or aircraft operated in
scheduled interstate flight, or cargo of the
aircraft, or against liability, other than workers
compensation and employers’ liability, arising
out of the ownership, maintenance, or use of the
aircraft.

5. Transactions subsequent to issuance of or
relative to a policy covering only subjects of
insurance not resident, located, or expressly to
be performed in Maryland as of time of issuance
covering property in course of transportation by
land, air, or water to, from, or through Maryland
and including any preparation or storage
incidental thereto, and lawfully solicited, written
or delivered outside Maryland.

6. Industria Life Insurance.

OTHER COMMENTS OR REQUIREMENTS:

1.  Whenapolicy isprocured through a surplus
lines broker which islicensed in the state and
payment is not made directly to the surplus
lines broker or insurer, a copy of any
applicable premium finance agreement or other
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notice of premium finance agreement must be
sent to the surplus lines broker.
A surplus lines broker is required to return any
gross unearned commissions to the insurer
within a reasonable time but not longer than 45
days after a written request by the insurer.
Contact information for Maryland Excess &
Specialty Lines Brokers Association:

David Riffert, Treasurer

Tel.: (301) 439-4700.
The same requirements apply to non-resident
brokers asresident brokers. Licensesare
processed by the Maryland Insurance
Administration.
Maryland surplus lines brokers are permitted to
recover the cost of inspection for the placement
of surplus linesinsurance if the brokers do not
have afinancial interest in and do not receive
compensation from the person that performs the
inspection. Brokers are required to make clear
and conspicuous written disclosure of any
financial interest in the person performing such
an inspection.
Maryland prohibits the procurement of surplus
lines insurance for coverage of condominium
associations.
Reports, affidavits and returns that are required
to befiled in regard to surplus lines insurance
are deemed to be in compliance with the state’s
filing requirement if the information is
transmitted electronically on or before the filing
date in a manner approved by the Insurance
Commissioner.
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The Maryland legislature enacted legidation in
2007 which alters the date by which an affidavit
for surplus lines insurance (showing
declinations of coverage from admitted
insurers) must be filed with the Maryland
Insurance Commissioner. Under the legidation,
the affidavit must be filed with the Maryland
Insurance Commissioner on or before the 45"
day after the last day of the calendar quarter in
which the surplus lines insurance was placed.
Under the old law, an affidavit had to befiled
with the Commissioner on or before the 45™ day
after the last day of the month in which the
surplus lines insurance was placed.

Each insurance contract or confirmation
procured must be;

(1) endorsed or stamped conspicuously in
boldface type on the first page of the insurance
contract or confirmation as follows:

“Thisinsuranceisissued by a nonadmitted
insurer not under thejurisdiction of the
Maryland Insurance Commissioner”; and

(2) accompanied by awritten disclosure, as
prescribed by the commissioner of insurance,
that:

« iswrittenin clear, plain English; and

« explainsthat the insurer does not possess a
certificate of authority from the
commissioner of insurance to engagein
the insurance business in Maryland.

1.MD



MASSACHUSETTS

GENERAL INFORMATION:

1. Massachusetts maintainsalist of eligible
surplus lines insurers (see Other Comments
section #1).

2. Massachusetts does have a Surplus Lines
Association (see Other Comments section #2).

3. Massachusetts does not have an Export List.

4. Massachusetts recognizes a diligent search

exemption for commercial policyholders. §

175.168(b)(iii) - (iv). However, the exemption
does not match the NRRA approach to exempt
commercial purchasers. Therefore, both the

Massachusetts exemption and the NRRA

exemption are in effect as of 7/21/2011.

Surpluslinestax: 4%, payable by broker.

6. Massachusetts has not affiliated with any
existing compact and has taken no legidative
action to comply with NRRA. Until such time as
the Commissioner enters into a cooperative
agreement, reciprocal agreement or compact,
Massachusetts shall keep 100% of the surplus
lines premium tax for coverage provided to an
insured for whom Massachusetts is the Home
State.

o

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1.  Annual filing fee: $150 (by March 1).

2. CPA Audited Financial Report: to befiled
120 days after company’ sfiscal year end.

3. 1ID Financial Format: by July 31 (alien insurers

only).

(Note: The Massachusetts Division of Insuranceisin
the process of revising its eligibility requirements for
foreign and alien surpluslinesinsurers. Until final
eligibility requirements are adopted, surpluslines
carriers must at a minimum comply with the
requirements as set forth under NRRA)).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Massachusetts cannot prohibit surplus lines producers
from placing insurance with alien insurers that appear
on the Quarterly Listing of Alien Insurers maintained
by the NAIC. § 384.021. Accordingly,
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Massachusetts may maintain separate requirements for
alieninsurers (8 175.168(c)(iii)), but the state cannot
prevent placement of insurance with those that appear
on the NAIC list.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Licensedinitsdomiciliary jurisdiction; and

2. Capital and surplus or its equivalent under the
laws of itsdomiciliary jurisdiction equal to the
greater of the minimum capital and surplus
requirements under the laws of the home state or
$15 million.

Under NRRA, an insurance commissioner may waive
the minimum capital and surplus requirement for a
nonadmitted insurer if he makes an affirmative finding
of acceptability after considering: quality of
management, capital and surplus of a parent company,
company underwriting profit and investment trends,
market availability, and company record and
reputation within the industry. The commissioner may
not make a finding of acceptability if theinsurer's
capital and surplusis under $4.5 million.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

None.
OTHER COMMENTS OR REQUIREMENTS:

1. Thefollowing are the links to the lists of
Massachusetts' eligible surpluslines carriers:
(2) http://www.mass.gov/ocabr/
docs/doi/companies/surpluslines.pdf;

(2) http://www.mass.gov/ocabr/docs/doi/
companies/eaui.pdf.

2. New England Surplus Lines Association
M assachusetts contact:

Julie Sonier
Tel.: 1-800-262-7475.

3. M.G.L. 8175:168 prohibits accident and health,
workers’ compensation, compul sory motor
vehicle liability and life insurance coverage
placements in the surplus lines market.

4. Massachusetts enacted legislation in 2011
requiring surplus lines agents to collect special
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assessments from insureds on surplus lines 5. Assured must sign affidavit (Form BR-7), which

premiums and remit the assessment specified by must also be signed by broker, stating that he was
order of the Insurance Commissioner to help informed by his insurance broker that the type
fund the Massachusetts Windstorm Catastrophe and amount of insurance could be obtained from
Fund. These fundswill only be assessed on insurer’s not admitted in Massachusetts and that:
surplus lines premiums if so determined by the A. Thesurpluslinesinsurer with whom the
Massachusetts I nsurance Commissioner if insurance was placed isnot licensed in
deemed necessary to ensure a stable source of M assachusetts and is not subject to
reimbursement to both the FAIR plan and M assachusettsregulations; and

private sector insurers for a portion of their B. Intheevent of theinsolvency of the

losses from catastrophic windstorm events surpluslinesinsurer, losses will not be

paid by the state insurance guaranty fund.

© 2014 Edwards Wildman Palmer LLP 1.MA
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MICHIGAN

GENERAL INFORMATION:

1. Michigan maintainsalist of eligible surplus
linesinsurers via an entity search tool on its
website (see Other Comments section #1).

2. Michigan does not have a Surplus Lines
Association or Stamping Office.

3. Michigan does have an Export List available at
http://mwww.michigan.gov/documents/lara/quarte
rly_surplus lines list 4252011 351537 7..

4. Michigan does have an industrial insured
exemption applicable to captive insurers only
(see Appendix C) and also recognizes the
NRRA exempt commercial purchaser exemption
as of 7/21/2011, although it is not yet codified.

5. Surpluslinestax: 2.0% (plus 0.5% regulatory
fee on premiums written in the state).

6. Michigan has not affiliated with any existing
compact and has taken no legidative action to
comply with NRRA. If Michigan is determined
to be the home state of the insured, 100% of the
premium tax isto be paid to the State of
Michigan even for multi-state policies.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
I NSURERS):

Application, including general information on
applicant; listing of linesto be written in Michigan
and verification of authority to write these linesin
company’s state of domicile; certification of capital
and surplus requirements of $15,000,000; and $500
fee (no annual renewal filings). The application and
instructions can be found at
hhp://www.michigan.gov/documents/laralFIS_2260_
361190_7.pdf.

Eligibility and Filing Requirements (Alien
Insurers):

Application, including general information on
applicant; verification that company has been placed
on the Quarterly Listing of Alien Insurers maintained
by the NAIC; listing of linesto be written in
Michigan; and $500 fee (no annual renewal filings).
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

None.
OTHER COMMENTS OR REQUIREMENTS:

1. Listof eligible surpluslinesinsurersin
Michigan can be found at:
http://www.dleg.state.mi.us/fis/ind_srch/ins co
mp/insurance company_criteria.asp.

2. Michigan requires licensees, risk retention
groups, and purchasing groupsto electronically
file surplus lines taxes through the NAIC
OPTins website at www.optins.org. Michigan
surplus lines agent may place coverage with an
insurer which is neither authorized nor
recognized for surpluslinesif it files the
appropriate affidavit and attempts to place the
insurance with an authorized or recognized
insurer first.

3. Marine, inland navigation and transportation
insurance constitute transactions of insurance
for which a certificate of authority is not
required in Michigan. Such transactions must
still be written by eligible surplus linesinsurers
although the Michigan Department of Insurance
and Financia Services does not require the
surplus lines broker to obtain declinations from
admitted carriers.

4.  Each policy, cover note, or other instrument
evidencing surplus lines insurance which isto
be delivered to an insured or arepresentative of
an insured must have printed, typed, or stamped
inred ink upon its face, in not less than 10-point
type, the following notice:

“Thisinsurance has been placed with an
insurer that isnot licensed by the state of
Michigan. In case of insolvency, payment of
claims may not be guaranteed.”

This notice must not be covered over or
concealed in any manner.

1M
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MINNESOTA

GENERAL INFORMATION:

1. Minnesotamaintainsalist of eligible surplus
linesinsurers (see Other Comments section #1).

2. Minnesota does have a Surplus Lines
Association (see Other Comments section #6).

3. Minnesota does not have an Export List.

4. Minnesota does not have an industria insured
exemption but has adopted the NRRA exempt
commercia purchaser exemption.

5. Surpluslinestax: 3%, of gross premiumsless
return premiums (paid to the Minnesota
Revenue Department).

6. Stamping fee: .06%, payable to the Minnesota
Surplus Lines Association.

7.  Minnesota has not affiliated with any existing
compact (SF 1045) Effective: July 21, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. NAIC Listing.

2. NAIC Non-Admitted Insurers Application
including biographical affidavits and surplus
lines business plan.

3. Trugt Certification: The U.S. Counsel
(Representative) shall certify that the trust
required to be maintained under Minnesota
60D.206, Subd. 5 isin existence, that it will not
expire from the last calendar year-end for at
least 5 years and has an unencumbered market
value of at least $1,500,000 (see Other
Comments section #4), and shall submit copy of
trust deed. Trustee shall provide a certified
statement of market value. (For requalification:
due April 1).

4. NAIC 11D Financial Format Reporting
Format (in U.S. dollars) including the
appropriate footnotes, interrogatories,
schedules, and certification of loss reserves.
(For regualification: August 1).

5.  Renewal fee: $300.

6. The commissioner may not prohibit asl broker
from placing nonadmitted insurance with, or
procuring nonadmitted insurance from, an alien
insurer that isincluded on the Quarterly Listing
of Alien Insurers maintained by the NAIC. §
60A.206 (Subd. 3)(d).
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may place insurance with a

foreign insurer if:

. Theinsurer is authorized to place that type of
insurance in its domiciliary jurisdiction; and

. Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
jurisdiction, the is the greater of the minimum
capital and surplus requirements under the laws
of this state or $15 million. § 60A.206 (Subd.

3)(b).

The insurance commissioner may waive the minimum
capital and surplus requirement for unauthorized
foreign insurersif the commissioner makes an
affirmative finding of acceptability after considering:
quality of management, capital and surplus of a
parent company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if the insurer’s capital and surplusis
under $4.5 million. § 60A.206 (Subd. 3)(b).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

None.
OTHER COMMENTS OR REQUIREMENTS:

1. Minnesotadligibility list available at
http://www.commerce.state.mn.
ug/Licensel ookupMain.html. No direct link is
available to Minnesota's Surplus Lines
Eligibility List. Use the link above to connect to
the online license look-up tool. Select
“Insurance Company” from the “ Choose” drop
down menu which will redirect youto a
different website called “sircon”. Select
Minnesota in the state drop down menu, then
select company for entity type, active company
list for inquiry type and surplus lines insurer for
company type. Minnesota passed legidation in
2009 which repealed the statute enabling an
export list.
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Individual licensees are responsible for making
sure that surplus lines insurance is placed only
with surplus linesinsurers that are in stable and
unimpaired financial condition.

Aninsurer recognized as an “eligible” surplus
linesinsurer by the Commissioner is considered
to be stable and financially unimpaired.
Asalien insurers must be included in the NAIC
Quarterly Listing, such insurers must maintain
NAIC capital and surplus and trust fund
requirements, whenever greater than Minnesota
Statute.

Lloyd's syndicates must be included in the
NAIC IID’s Listing and Supplement of Alien
Insurers to be considered “eligible.”

Minnesota enacted legislation in 2009 which
clarifiesthat surplus lines brokers must register
with the Minnesota Surplus Lines Association.

© 2014 Edwards Wildman Palmer LLP
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Each policy, cover note, or instrument
evidencing nonadmitted insurance from an
eligible surpluslinesinsurer which is delivered
to an insured or representative of an insured
must have printed, typed, or stamped in red ink
upon itsfacein not less than 10 point type, the
following notice:

“THISINSURANCE ISISSUED
PURSUANT TO THE MINNESOTA
SURPLUSLINESINSURANCE ACT. THE
INSURER ISAN ELIGIBLE SURPLUS

LINESINSURER BUT ISNOT
OTHERWISE LICENSED BY THE STATE
OF MINNESOTA. IN CASE OF
INSOLVENCY, PAYMENT OF CLAIMSIS
NOT GUARANTEED.”

This notice must not be covered or concealed in
any manner.

Minn. Stat. Ann. § 60A. 207
(Note: Minn. Stat. Ann § 60A. 209 requires that
the above notice be stamped in red ink on

policiesthat are procured with ineligible surplus
linesinsurers).
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M 1 SSISSIPPI

GENERAL INFORMATION:

1. Mississippi maintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

2.  Mississippi does have a Surplus Lines Association
(see Other Comments section #3).

3. Mississippi does not have an Export List.

4. Mississippi doesnot have an industrial insured
exemption but has adopted the NRRA exempt
commercia purchaser exemption.

5.  Surpluslinestax: 4%, plus 0.25% stamping
fee, payable by broker or agent (see Other
Comments section #4).

6. Mississippi adopted NIM A (HB 785) effective
June 13, 2011, but subsequently submitted
notice of withdrawal from NIM A on April
2012.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1. Filing or Other Renewal Fee: $500 due
May 1.

2. Annual Statement/Report: certified.

3. Application: executed by company's U.S.
representative, if alien.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Alien insurers must have capital and surplus meeting
the same requirements as foreign insurers and have a
trust fund of the greater of: $5.4 million or 30% of
U.S. surpluslines gross liabilities, excluding aviation,
wet marine and transportation liabilities, not to
exceed $60 million. 88 83-21-17(1)(e)(i)-(ii). An
alien insurer must also be listed on the NAIC
Quarterly Listing of Alien Insurers. § 83-21-
17(1)(h). Effective July 21, 2011, listing on the
NAIC list is sufficient; no additional requirements
need be met.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A foreign insurer is eligible if the insurer has capital
and surplus (or its equivalent under the laws of its
domiciliary jurisdiction) equal to the greater of: the
capital and surplus required of a company licensed to
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do businessin Mississippi or $15 million. 88 83-21-
17(1)(a)(i) — (ii). Theinsurance commissioner may
waive these minimum capital and surplus
requirements and a nonadmitted insurer may become
eligibleif the commissioner makes an affirmative
finding of acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. § 83-21-
17(1)(b). The commissioner may not make a finding
of acceptability if the insurer’s capital and surplusis
under $4.5 million. § 83-21-17(1)(6).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Worker’s Compensation insurance.
OTHER COMMENTS OR REQUIREMENTS:

1. Mississippi dligihility list available at
http://www.doi .state.ms.us/
licapp/downloadlist.aspx.

Select “Company List” from the scroll down
menu “ Choose Company List to Download”
then select “Surplus Lines— Alien” or “Surplus
Lines— Foreign” from the scroll down menu
“Choose License Type.”

2. Inorder to be€ligible, aforeign insurance
company must not be designated as a regulatory
priority company by the NAIC.

3. Contact information for the Mississippi Surplus
Lines Association is as follows:

Peggy Dronet, Executive Director
Mississippi Surplus Lines Association
2630 Ridgewood Road, Suite D
Jackson, Mississippi 39216

Tel.: (601) 713-1111

Fax.: (601) 713-1122

Website: www.msla.org

4. Mississippi requires the surplus lines agent to
collect a nonadmitted policy fee for any and al
risks on real property and contentsin
Mississippi. Thisfeeiseffective onal
nonadmitted real property and contents
premiums after January 1, 2008, for policies
effective January 1, 2008 and after. The
minimum feeis three percent (3%) and is not
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subject to commissions and premium taxes.

The Insurance Commissioner may change the
fee from time to time.

The Mississippi Legidature enacted legidation
in 2012 which eliminates the affidavit
requirement and instead requires a surplus lines
insurance producer to execute aform when any
policy of insurance or certificate of insuranceis
procured under the authority of the producer's
license. The form must set forth factsin
complete detail as to what was done to place the
insurance and showing that the producer, after
diligent effort, was unable to procure from a
licensed company or companies the full amount
of insurance required to protect the property,
liability, or risk desired to beinsured. This
form must be maintained on file with the surplus
lines insurance producer and may be subject to
review by the Mississippi Commissioner of
Insurance.
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Every insurance contract procured and
delivered must have stamped uponiit in bold
ten-point type, and bear the name of the agent
who procured it, the following:

“NOTE: Thisinsurance policy isissued
pursuant to Mississippi law covering surplus
linesinsurance. The company issuing the
policy isnot licensed by the State of
Mississippi, but isauthorized to do business
in Mississippi asa nonadmitted company.
Thepolicy isnot protected by the Mississippi
Insurance Guaranty Association in the event
of theinsurer’sinsolvency.”

1.MS



M I SSOURI

GENERAL INFORMATION:

1. Missouri maintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

2. Missouri does have a Surplus Lines Association
(see Other Comments section #3).

3. Missouri does not have an export list.

4. Missouri does have an industrial insured
exemption that will remain effective (see
Appendix C). The NRRA exempt commercial
purchaser exemption was incorporated into
Missouri law and became effective on 7/7/2011.

5.  Surpluslinestax: 5% (lessreturn premium, and
exclusive of state, federal, and local taxes),
payable by broker.

6. Missouri has not affiliated with any existing
compact (SB 132) Effective: June 10, 2011 (see
Other Comments section #10).

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

A surplus lines licensee shall not place coverage with
a nonadmitted insurer unless the licensee determines
that the nonadmitted insurer:

1. Meetsthe capital and surplus requirements of
Missouri or $15 million (the director may waive
the financial requirements if the nonadmitted
insurer’s capital and surplusisat least $4.5
million and the director findstheinsurer is
acceptable);

2. Appearson the most recent list or eligible
surplus lines insurers published by the director
or appears on the most recent Quarterly Listing
of Alien Insurers maintained by the NAIC; and

3.  Surpluslines carriers are requested to provide
premium report by July 1 (see Other Comments
section #6).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

NAIC Listing automatically puts company on
eligibility list.
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1.
2.

Licensed in home state.
$15 million in capital and surplus.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

None.

OTHER COMMENTSOR REQUIREMENTS:

1.

Missouri eigibility list available at
www.insurance.mo.gov under Agents and
Producers section.
A letter is required from the regulatory body having
authority over the company’ s operations stating that,
according to its records, the company is prompt and
equitable in its loss payments to policyholders and
payments are in accordance with policy provisions.
Contact information for the Surplus Lines
Association of Missouri is:

Ann Monaco Warren

Inglish & Monaco, P.C.

237 East High Street

Jefferson City, MO 65101

Tel: 573-634-2522

awarren@inglishmonaco.com
There is no bond requirement for either resident or
non-resident surplus lines licensees.
Every evidence of insurance negotiated, placed
or procured under the provisions of the Missouri
surpluslines law and issued by a Missouri
surpluslines law and issued by a Missouri
surplus lines licensee shall, on the face of the
policy or declaration page of the policy, bear the
name of the licensee and the following legend in
10-point type:

“Thisisevidence of insurance procured and
developed under the Missouri SurplusLines
Laws. 1tisNOT covered by the Missouri

I nsurance Guaranty Association. This
insurer isnot licensed by the state of
Missouri and is not subject toits
supervision.”
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The report of Missouri business must include
the name and address of the producer, name and
address of the insured, policy number, effective
date of the coverage and premium amount. This
document has no bar code and may be
transmitted by email to
surpluslines@insurance.mo.gov.

The Missouri Department of Insurance in 2006
clarified its view that surplus lines taxes apply to
policy fees aswell as premium taxes. The
change appearsin Missouri’s Regulation, § 20
CSR 200-6.300 Surplus Lines Insurance Fees
and Taxes. The department’s explanation of the
amendments to sections (1), (2) and (3) of this
ruleis asfollows:

“Thisamendment clarifiesthat any fee
charged in connection with the placement
of surpluslinesinsuranceissubject to the
surpluslinesinsurance premium tax,
regardless of whether the feeischarged
by the surpluslinesinsurer or the surplus
lineslicensee. Assuch the amendment is
consistent with the current practice of the
department and isintended to halt the
avoidance of tax by merely shifting the
stated sour ce of feesfrom theinsurer to
thelicensee.”

In 2009, Section 384.043, RSMo, was updated
to make surplus lines producer licenses effective
for aterm of two years. Previoudy, al surplus
lines licensees renewed this type of license
every year with an application fee of $50.

All surplus lines licensees are required to hold
an underlying Property and Casualty producer
license as a pre-reguisite to obtaining and
maintaining the surpluslines license. Producer
licenses are renewed on a biennial basis on the
license anniversary date. The aforementioned
surplus lines provisions have no effect upon
producer licenses.
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10.

Appendix One filing, which was required to be
filed within 30 days of placement, is now
required within 45 days of the end of the quarter
in which the placement was made.

In 2011 the Missouri legislature enacted Senate
Bill 132 (SB 132) which adopts amendments to
the insurance code to comply with the federal
Nonadmitted and Reinsurance Reform Act of
2010 (NRRA) relating to surpluslines
insurance.

The legidation adds the terms “exempt
commercial purchaser”, “home state”,
“nonadmitted insurance” and “qualified risk
manager” to the definition section of the
Missouri Surplus Lines Law. The definitions
for such terms are consistent with the NRRA
(15 USC 8206)(Section 384.015).

Under the terms of the act, a surplus lines
licensee seeking to place nonadmitted insurance
in Missouri for an exempt commercial
purchaser shall not be required to satisfy any
requirement to make a due diligence search to
determine whether the full amount or type of
insurance by the exempt commercial purchaser
can be obtained from nonadmitted insurersiif:

o Thesurpluslineslicensee placing the
surplus lines insurance has disclosed to such
exempt commercial purchaser that the
insurance may or may not be available from
the admitted market that may provide greater
protection with more regulatory oversight;
and

o Theexempt commercial purchaser has
subsequently requested in writing the surplus
lines licensee to place such insurance from a
nonadmitted insurer (Section 384.021).
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MONTANA

GENERAL INFORMATION:

1. Montanamaintainsalist of eligible surplus
linesinsurers (see Other Comments section #1).

2. Montana does have a Surplus Lines Association
(see Other Comments section #3).

3. Montana does have an Export List (see Other
Comments section #4).

4. Montana does have an industrial insurance
exemption applicable to captive insurers only
(see Appendix C). Montana has also adopted
the NRRA exempt commercial purchaser
exemption.

5. Surpluslinestax: 2.75%, plus 0.25% stamping
feeif policy is mailed to Office of the
Commissioner of Securities and Insurance with
apolicy effective date on or after 1/1/2012 (0%
stamping fee if policy isfiled electronically by
agent) and 2.5% additional tax on fire portions
of surplus lines placements), payable by agent.

6. Montana has not affiliated with any existing
compact athough the Commissioner may enter
into a cooperative or reciproca agreement with
other states, individualy or collectively, (SB
331) Effective: July 1, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

NAIC Listing.

Trust Fund: $5,400,000.

Statement of Assetsin Trust.

1D Financial Reporting Format.

Brokers may not place insurance with any aien
insurer unless the alien insurer appears on the
NAIC's Quarterly List of Alien Insurers. 33-2-
307(2).

agrwDdDPRE

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may not place coverage with a

nonadmitted insurer unless, at the time of placement,

the nonadmitted insurer:

. Is authorized to write such insurancein its
domiciliary jurisdiction; and

. Possesses capital and surplus, or its equivalent
under the laws of its domiciliary jurisdiction,
that equals the greater of the minimum capital
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and surplus requirements under the laws of
Montana or $15 million.

The commissioner may waive the minimum capital
and surplus requirement for a nonadmitted insurer if
the commissioner makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. § 33-2-
307(1)(b)(ii). The commissioner may not make a
finding of acceptability if the insurer’s capital and
surplusis under $4.5 million. § 33-2-307(1)(b)(ii).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Wet marine and transportation insurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside of Montana or on
vehicles or aircraft owned and principally
garaged outside Montana.

3. Insurance on property or operation of railroads
engaged in interstate commerce.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft, or aircraft operated in
scheduled interstate flight, or cargo of the
aircraft, or against liability, other than workers
compensation and employer’ s liability, arising
out of the ownership, maintenance, or use of the
aircraft.

OTHER COMMENTS OR REQUIREMENTS:

1. Montanadigibility list available at
hppt://sa0.mt.gov/forms/exams/lists/
biannlist.pdf.

2. All surpluslines business must be written
through a surplus lines producer that is
authorized by the Montana Insurance
Department.

3.  TheMontana DOI took over the operations of
the Montana Surplus Lines Stamping office,
beginning July 1, 2009. The Montana Surplus
Lines Agent’s Association continues as a
nonprofit organization with the mission to serve
surplus lines producers.
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Montana Export List available at Montana
Surplus Lines Association website at
www.msdlaa.org/id9.html or at the Montana DOI
website at http://SAO.mt.gov/-
forms/exams/lists/biannist.pdf.

The diligent search requirement (3 declinations
from admitted carriers) does not apply for a
surplus lines broker if, by placing the account in
the surplus lines market, there is a premium
savingsthat is greater than both 10% and
$1,500. This can only be done with proof that
the non-admitted carrier has at |east a financial
rating of “A” or greater.
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Each insurance contract, cover note, or
certificate of insurance procured and delivered
as surplus linesinsurance in Montana must be
filed with the commissioner, or with the surplus
lines advisory organization formed pursuant to 8
33-2-321 of the Montana Insurance Code, and
endorsed as “issued in an unauthorized
insurer under The SurplusLines|nsurance
Law, under surpluslinesinsurance
producer’slicense No. ....." and “NOT
covered by the property and casualty
guaranty fund of thisstateif the
unauthorized insurer becomesinsolvent.”
The surplus lines producer must properly fill in
and sign the endorsement.
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NEBRASKA

GENERAL INFORMATION:

1. Nebraskadoesnot maintain alist of eligible
surpluslinesinsurers.

2. Nebraskadoes not have a Surplus Lines
Association.

3. Nebraskadoes not have an Export List.

4. Nebraskadoes not have an industrial insured
exemption (statutory exemption repealed upon
enactment of NRRA) but the NRRA’s
Commercial Purchaser Exemption isin effect. §
44-5502).

5. Surpluslinestax: 3%, payable by broker (see
Other Comments section #2).

6. The Nebraska Surplus Lines Insurance Act
gives the Insurance Director the authority to
participate in the clearinghouse established
through NIMA although at this time, Nebraska
is not a member of NIMA nor does it anticipate
using the clearinghouse services on atrial basis.
Currently, Nebraska taxes a multi-state policy at
the rates of the other exposure states and keeps
100% of the tax.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

A surplus broker may not place coverage with any
alien insurer unlessit appears onthe NAIC's
Quarterly List of Alien Insurers. § 44 5508(2).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may not place coverage with a

nonadmitted foreign insurer unless, at the time of

placement, the nonadmitted insurer:

. Is authorized to write such insurancein its
domiciliary jurisdiction;

. Has established satisfactory evidence of good
repute and financial integrity; and

. Possesses capital and surplus — or its
equivalent under the laws of its domiciliary
jurisdiction — that equals the greater of the
minimum capital and surplus requirements
under the laws of Nebraska or $15 million.

The director may waive the minimum capital and
surplus requirement for a nonadmitted insurer if the
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director makes an affirmative finding of acceptability
after considering: quality of management, capital and
surplus of a parent company, company underwriting
profit and investment trends, market availability, and
company record and reputation within the industry.
844-5508(1)(c)(ii). The director may not make a
finding of acceptability if the insurer’s capital and
surplusis under $4.5 million. § 44-5508(1)(c)(ii).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1 Transactionsin the state, relative to policies
issued or to be issued outside the state,
involving insurance on vessels, crafts or hulls,
cargoes, marine builders' risks, marine
protection and indemnity or other risks,
including strikes and war risks commonly
insured under ocean or wet marine forms of
policy.

2. Lifeinsurance, variable life, variable annuities
and sickness and accident insurance. (Note:
disability insurance that has a benefit limit in
excess of any benefit limit available from an
admitted insurer may be placed through the
surplus lines market).

OTHER COMMENTS OR REQUIREMENTS:

1. Burdenison broker to ascertain existence of
trust fund.

2. A aurpluslines licensee must stamp or type
upon the declaration page of each policy
procured and delivered the following
information:

(1) The licensee's name, business address, and
surplus lines license number; (2) the name under
which the licensee transacts businessiif different
than the licensee's own name; and (3) the

language:

“Thispoalicy isissued by a nonadmitted
insurer, and in the event of theinsolvency of
such insurer, thispolicy will not be covered
by the Nebraska Property and Liability
Insurance Guaranty Association.”

3. The Nebraska Legidature enacted legidation in
2012 which permits the procurement of sickness
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and accident insurance from a nonadmitted
insurer under the Surplus Lines Insurance Act.
Thiswould not prohibit the procurement of
disability insurance that has a benefit limit in
excess of any benefit limit available from an
admitted insurer.
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NEVADA

GENERAL INFORMATION:

1. Nevadadoesnot maintain alist of eligible
surpluslinesinsurers.

2. Nevadadoes have a Surplus Lines Association
(see Other Comments section #2).

3. Nevadadoes have an Export List (see Other
Comments section #1).

4. Nevadadoes have an industrial insured
exemption (see Appendix C) which will remain
in effect. Nevada has also incorporated the
NRRA exempt commercial purchaser exemption
as of 6/13/2011.

5.  Surpluslinestax: 3.5%, payable by broker,
plus .4% stamping fee applicable to all
premiums. (Penalty of $50 for late filing).

6. OnJune 29, 2012, Nevada submitted a notice of
withdrawal from NIMA. On July 2, 2012,
Nevada released Bulletin 12-005 indicating it
will collect 100% of the non-admitted insurance
premium tax when Nevada is the home state of
theinsured. Where Nevadais not the home
state of the insured, no premium tax filing in
Nevada will be required.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Pursuant to Section 25 of Senate Bill 289, enacted
2011, the Nevada Division of Insurance no longer has
the authority to maintain alist of eligible insurers and
there are no requirements that a foreign or alien
insurer must meet other than the objective eligibility
criteria specified in the Nonadmitted and Reinsurance
Reform Act of 2010 (NRRA) and reaffirmed in
Chapter 685A of NRS, as amended by Senate Bill
289.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

A broker may not place surplus lines insurance with
an dieninsurer, unlessthe alieninsurer islisted on
the Quarterly Listing of Alien Insurers maintained by
the NAIC, or, if the alien insurer is not listed on the
Quarterly Listing of Alien Insurers, it has and
maintainsin a bank or trust company whichisa
member of the US Federal Reserve System atrust
fund established pursuant to terms that are reasonably
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adequate to protect all of its policyholdersin the US.
Such atrust fund must not have an expiration date
which is at any time lessthan 5 years in the future, on
acontinuing basis.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. A surpluslines broker may place insurance with
anonadmitted foreign insurer if:

o Theinsurer isauthorized to place that type
of insurance inits domiciliary jurisdiction;
and

o Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
jurisdiction that is the greater of the
minimum capital and surplus requirements
under the laws of this state or $15 million.

2. Theinsurance commissioner may waive the
minimum capital and surplus requirements for
unauthorized foreign insurersif the
commissioner makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and
company record and reputation within the
industry. The commissioner may not make a
finding of acceptability if the insurer’s capital
and surplusisunder $4.5 million. NRS
685A.070(3).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Wet marine and transportation insurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside of Nevada or on
vehicles or aircraft owned and principally
garaged outside Nevada.

3. Insurance of property and operations of
railroads engaged in interstate commerce.

4. Insurance of aircraft of common carriers, or
cargo of such aircraft, or against liahility, or
other than employer’sliability, arising out of the
ownership, maintenance, or use of such aircraft.

5. Insurance of automobile bodily injury and
property damage liability risks when written by
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Mexican insurers and covering Mexican, but not
U.S. risks.

OTHER COMMENTS OR REQUIREMENTS:

1.

Nevada export list available at
www.nsla.org/Export List/Export List.aspx.
Thereisaso alist of coverages that are
ineligible for automatic export at
http://nda.org/Ineligible For Export_List/Ineli
gible For_Export List.aspx.
Contact information for the Nevada Surplus
Lines Association is as follows:

Lynn L. Twaddle, Executive Director

Nevada Surplus Lines Association

6490 S. McCarran Blvd, Building D-2 #39

Reno, Nevada 89509

Tel.: (775) 826-7898

Fax.: (775) 826-7003

Email: LynnT @nda.org
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Each insurance contract procured and delivered
as asurplus lines coverage must have
conspicuously stamped upon it:

“Thisinsurance contract isissued pursuant
to the Nevada insurance laws by an insurer
neither licensed by nor under the supervision
of the Division of Insurance of the
Department of Business and Industry of the
State of Nevada. If theinsurer isfound
insolvent, a claim under this contract isnot
covered by the Nevada | nsurance Guar anty
Association Act.”
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NEW HAMPSHIRE

GENERAL INFORMATION:

1. New Hampshire maintainsalist of eligible
surplus lines insurers (see Other Comments
section #1).

2. New Hampshire does have a Surplus Lines
Association.

3. New Hampshire does not have an Export List.

4.  New Hampshire does have an industrial insured
exemption (see Appendix C) which will remain
in effect. The NRRA commercial purchaser
exemption is also effective as per NH DOI
Bulletin 8/15/2011.

5. Surpluslinestax: 3%, payable by broker.

6. New Hampshire has not affiliated with any
existing compact but the Commissioner may
enter into a cooperative or reciprocal agreement
or compact with other states. New Hampshire
continues to tax a multi-state policy at the tax
rates of the exposure states. (NB 424)
Effective: 60 days after passage (August 13,
2011).

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Application form.

Proof that company ison 11D list (Alien).

Eligibility and Filing Requirements (Foreign)

$250 non-refundable fee: payableto “NH

Insurance Department”.

5. Certificate of Compliance from the Surplus
Lines Insurer’s state/country of domicile.

6. Page 3 (liabilities, surplus and other funds) of
current Annual Statement/Quarterly Statement
(Foreign).

7. Tomaintain status on the list of eligible surplus

lines insurers the information above must be

submitted annually by March 15th.

SN .

***NOTE*** - Foreign non-admitted Surplus Lines
insurers that were required to maintain a security
deposit in New Hampshire prior to July 21, 2011,
may request to have their New Hampshire security
deposit released by submitting a written request (no

e-mail or faxed request will be accepted) on company

letterhead.
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Transactionsin New Hampshire relative to a
policy issued or to be issued outside New
Hampshire involving insurance on vessels, craft
or hulls, cargoes, marine builder’srisk, marine
protection and indemnity or other risk, including
strikes and war risks commonly insured under
ocean or wet marine forms of policy.

2. Ocean marine insurance.

3. Industria insurance.

OTHER COMMENTS OR REQUIREMENTS:

1. New Hampshire digibility list available at
http://www.nh.gov/insurance/compani es/surplus
lines/documents/surpludlist.pdf

2.  Effective May 1, 2010, the New Hampshire
Insurance Commissioner transferred the
electronic Surplus Lines submissions of forms
and payment processing operationsto OPTins
(Online Premium Tax for Insurance), a product
of the National Association of Insurance
Commissioners.

3.  Every producer must have stamped in aform
approved by the commissioner on the face of
the binder or policy the following:

“The company issuing this policy has not
been licensed by the state of New Hampshire
and therates charged have not been
approved by the commissioner of insurance.
If the company issuing this policy becomes
insolvent, the New Hampshireinsurance
guar anty fund shall not beliable for any
claims made against the palicy.”

1.NH


http://www.nh.gov/insurance/companies/surpluslines/documents/surpluslist.pdf
http://www.nh.gov/insurance/companies/surpluslines/documents/surpluslist.pdf

NEW JERSEY

GENERAL INFORMATION:

1. New Jersey maintainsalist of eligible surplus
linesinsurers (see Other Comments section #1).

2. New Jersey does have a Surplus Lines
Association (voluntary participation) but does
not have a stamping office (see Other
Comments section #2).

3. New Jersey does have an Export List (see Other
Comments section #1 and #6).

4.  New Jersey does have an industrial insured
exemption and has also adopted the NRRA
definition of exempt commercial purchaser.

5.  Surpluslinestax: 5%, payable by surpluslines
producer. For fire premiums written in NJ on or
after 7/1/09, 3% of the premium receipts tax
covering fire insurance should be paid to the
Treasurer of the New Jersey State Firemen's
Association, and the remaining 2% of the
premium receipts tax to the Commissioner of
Banking and Insurance (pursuant to NJ Bulletin
No. 09-21).

6. New Jersey has not affiliated with any existing
compact but Commissioner is authorized to
enter into, modify and to terminate the state’s
participation in one or more compacts (SB
2930) Effective: July 21, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Pursuant to N.J.A.C.11:19-3, New Jersey requires all
eligible surplus lines insurers to maintain and file
with the Department Of Banking and Insurance a
report listing all policies/direct premiums written for
New Jersey insureds. All eligibleinsurers are
requested to submit thisinformation by April 1 using
the Surplus Lines Automation Suite/Surplus Lines
Information Portal.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

None, alien insurers only need tobeon I1D List.
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Letter of Intent.

2. Annual Statement.

3. Certificate of Compliance from state of
domicile (must be filed annually with the DOI)

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Railroad or aviation risks engaged in interstate
or international commerce.

2. Insurance of vesseals, crafts or hulls, cargoes,
marine builders' risks, marine protection and
indemnity or other risks including strikes and war
risks commonly insured under ocean or wet
marine forms or policies.

OTHER COMMENTSOR REQUIREMENTS:

1. Eligibility and export lists available at
http://www.state.nj.us/dobi/d eo.htm.

2. New Jersey Surplus Lines Association website
iswww.njsla.org.

3.  Effective 2003, New Jersey eliminated the form
approval requirements for surplus lines policies
which brings New Jersey in line with all other
statesin providing surplus lines carriers freedom
of form.

4. At thetime of quotation, the originating
producer shall provide to the applicant a copy of
the form incorporated herein by reference as
Exhibit A-1 in the Appendix to this chapter and
retain a signed copy.

APPENDIX EXHIBIT A-1
Form to be used at the time of quotation:

The undersigned applicant has been advised by
the undersigned originating insurance producer
and understands that an insurance policy written
by a surpluslinesinsurer is not subject to the
filing or approval requirements of the New
Jersey Department of Banking and Insurance.
Such a policy may contain conditions,
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limitations, exclusions and different terms than
apolicy issued by an insurer granted a
Certificate of Authority by the New Jersey
Department of Banking and Insurance.

Applicant Signature

Applicant’s Name (Print or Type)

Date of Applicant’s Signature

Producer Signature

Producer Name (Print or Type)

Date of Producer Signature

New Jersey Producer License Reference Number

The following statement must appear on all
Surplus Lines Policies, Evidence of Coverage
and Renewal Policies or be provided or asa
stand aone notice;

“Thispolicy iswritten by a surpluslines
insurer and isnot subject to thefiling or
approval requirements of the New Jer sey
Department of Banking and Insurance. Such
a policy may contain conditions, limitations,
exclusions and different termsthan a policy
issued by an insurer granted a Certificate of
Authority by the New Jer sey Department of
Banking and Insurance. Theinsurer has
been approved by the Department asan
eligible surpluslinesinsurer, but the policy is
not covered by the New Jersey Insurance
Guaranty Fund, and only a policy of medical
malpractice liability insurance as defined in
N.J.S.AA. 17:30D-3d or a policy of property
insur ance covering owner-occupied dwellings
of lessthan four dwelling unitsare covered
by the New Jersey Surplus Lines Guar anty
Fund.”

New Jersey amended its export list in 2009 to
add “special risk disability and personal
accident coverage”’ and “livestock gross margin
policies’ to thelist.
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New Jersey enacted legidation in 2011 to allow
adomestic insurer possessing policyholders
surplus of at least $15 million may, pursuant to
aresolution by its board of directors, and upon
the written approval of the Commissioner of
Banking and Insurance, to be designated as a
domestic surplus linesinsurer. Under this
legidation, the domestic surpluslinesinsurer is
precluded from writing policies of private
passenger automobile insurance, worker’s
compensation, or worker’s occupational disease
insurance. Insurance written by a domestic
surplus lines insurer would also be subject to the
5% surplus lines tax.

Thislegidation also provides that whenever any
insurance risk or any part thereof is placed with
adomestic surpluslinesinsurer, the policy,
binder or cover note needs to bear
conspicuously on its face in boldface, the
following notation: “Notice to Policyholder:
This policy iswritten by a domestic surplus
linesinsurer, an eligible unauthorized insurer
pursuant to Section 2 of P.L.c(C) (pending
before the New Jersey Legislature as this hill),
and is not subject to the rate or form filing or
approval requirements of the New Jersey
Department of Banking and Insurance. This
policy may contain conditions, limitations,
exclusions and different terms than a policy
otherwise issued by a New Jersey authorized or
admitted insurer. Thispolicy isnot covered by
the New Jersey Property Liability Guaranty
Association. This policy may be covered by the
New Jersey Surplus Lines Insurance Guaranty
Fund, but only to the extent provided pursuant
to Section 2 of P.L. 1984(c.101(C). 17:22-
6.71).”

The New Jersey Department of Banking and
Insurance in 2012 promulgated New Rule
N.J.A.C. 11:1-28.4A which conforms the
existing rulesin New Jersey governing surplus
lines allocation, eligibility, and procurement to
the NRRA. The purpose of the new ruleisto
help avoid any confusion regarding the
application of the New Jersey Insurance
Department’srulesin light of the enactment of
the NRRA. The new rule also sets forth
requirements for a domestic property/casualty
insurer to be designated a domestic surplus lines
insurer pursuant to N.J.S.A. 17:22-6.69b.
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NEW MEXICO

GENERAL INFORMATION:

1. New Mexico does maintain alist of eligible
surpluslinesinsurers (foreign insurers only).

2. New Mexico does have a Surplus Lines
Association.

3. New Mexico does not have an Export List.

4. New Mexico does have an industrial insured

exemption which will remain in effect. The

NRRA exempt commercial purchaser exemption

isalsoin effect. (8 59-14-2(F)).

Surpluslinestax: 3.003%, payable by broker.

6. New Mexico has adopted SLIMPACT (SB
250) Effective: July 21, 2011.

o

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Certificate of Compliance from domiciliary
regulator due every March 1.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Alien insurers must be on the NAIC Quarterly Listing
of Alien Insurers. § 59A-14-4(C)(3).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

New Mexico added a specific provision on foreign

insurer eligibility to the SLIMPACT Model (8§ 59A-

14-4(C)): Surplus lines brokers shall not place

coverage with a nonadmitted insurer unless, at the

time of placement, the nonadmitted insurer:

. Is authorized to write such insurancein its
domiciliary jurisdiction;

. Has established satisfactory evidence of good
repute and financial integrity; and

. Possesses capital and surplus — or its equivalent
under the laws of its domiciliary jurisdiction
that equals the greater of the minimum capital
and surplus requirements under the laws of New
Mexico or $15 million.

The superintendent may waive the minimum capital

and surplus requirement for a nonadmitted insurer if

the superintendent makes an affirmative finding of

acceptability after considering: quality of

management, capital and surplus of a parent
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company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. § 59A-14-
4(C)(1)(b). The superintendent may not make a
finding of acceptability if the insurer’s capital and
surplusis under $4.5 million. § 59A-14-4(C)(1)(b).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Wet marine and transportation insurance as
defined in Section 59A — 7-5 NM SA 1978.

2. Insurance on subjects located, resident, or to be
performed wholly outside of New Mexico or on
vehicles or aircraft owned and principally
garaged outside New Mexico.

3. Insurance on property or operation of railroads
engaged in interstate commerce.

4. Insurance of aircraft of common carriers, cargo
of such aircraft, or against liability, other than
employer’sliability, arising out of the
ownership, maintenance or use of such aircraft.

5. Insurance of automobile bodily injury and
property damage liability risks when written by
Mexican insurers and covering risksin Mexico
and not inthe U.S.

6. Insurance independently procured.

OTHER COMMENTS OR REQUIREMENTS:

1. Burdenison broker not to place insurance with
financially unsound insurers whose capital and
surplusisinsufficient for the particular risk.

2. Every insurance contract procured and
delivered as surplus lines insurance must bear
the name, address and signature of the surplus
lines broker who procured it and have stamped,
printed or otherwise displayed prominently in
boldface 10 point or larger type either upon its
declarations page or by attachment of an
endorsement, the form of which may be
promulgated by the superintendent, the
following:

“Thispolicy provides surpluslinesinsurance
by an insurer not otherwise authorized to
transact businessin New Mexico. Thispolicy
isnot subject to supervision, review or
approval by the superintendent of insurance.
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Theinsurance so provided isnot within the
protection of any guaranty fund law of New
M exico designed to protect the publicin the
event of theinsurer'sinsolvency.”
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NEW Y ORK

GENERAL INFORMATION:

1. New York excesslines brokers may only place
insurance with those insurers that have made
application to and been approved by the Excess
Line Association of New Y ork (ELANY) and
agreeto abide by N.Y. Regulation 41. (Eligibility
list available on ELANY website at
http://www.elany.org/es-el-f.aspx (foreign);
http://www.elany.org/es-el-a.aspx (alien)).

2. New York does have an ExcessLine
Association (see Other Comments section #5).

3. New York does have an Export List at
www.elany.org (see Other Comments section
#11, #13, and #18).

4. New York does have an industrial insured
exemption applicable to captive insurers only (see
Appendix C) and also recognizes the exempt
NRRA commercial purchaser exemption. (8
2101(x)(2))

5.  Surpluslinestax: 3.6%, payable by broker to the
state, plus 0.2% stamping fee payableto ELANY.

(Additional fee of $25 applies for late/erroneous
filing.)

6. New York has not affiliated with any existing
compact but has adopted legidation allowing it to
keep 100% of surplus line premium tax where
New Y ork isthe home state (SB 2811) Effective:
July 21, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

The New Y ork law does not incorporate NRRA
eligibility provisions.

Section 27.13 of New Y ork Regulation 41 requires
that prior to placing business with an eligible excess
line insurer, when the insured’ s home state is New

Y ork, an excess line broker must obtain, review and

retain at least the following documents [unless

ELANY obtains and retains these documents):

1. Copy of insurer’s most recent Annual Statement
(foreigninsurer) or 11D Standard Financial
Statement (alien insurer).

2. If andieninsurer, evidence that it appears on
the most recent NAIC 11D list of aieninsurers.

3. Copy of insurer’s latest available report on
examination, if applicable.
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4. A certificate of authority from the insurer’s
home jurisdiction verifying that such insurer is
authorized to write the kinds of insurance sought
to be placed.

5.  Copy of certification from eligible excess line
insurer saying that it agrees to comply with the
provisions of the following sections of NY
Regulation 41: Section 27.11 [Prohibited
Activities], Sections 27.13(g) and (h) [EL-1
Form submission], and Section 27.13(i) which
states that an eligible excess line insurer must
agree to be bound by Section 2121 [payment to
broker is considered payment to insurer] of the
New Y ork Insurance Law.

6. If theinsurer seeks an exemption from Section
1213 (which requires unauthorized insurersto
post collateral when sued in NY courts) of the
NY Insurance Law then i) an executed copy of
the trust agreement, and ii) a statement from the
trustee specifying the amount and nature of the
funds maintained and affirming that it isa
qualified U.S. financial institution.

Although ELANY publishes on itswebsitelist of
unauthorized insurerswhich meet the minimum
requirements of eligibility in New York, it remains
the non-delegable duty of the excessline broker to
use“duecare’ in the selection of any such insurer.

(Note: New York has a $45 million capital and
surplus requirement applicable to U.S. excessline
insurers; Alien insurers must maintain the minimum
capital and surplus requirement by the NAIC.
However, in order to be added to the New Y ork
eligibility list, the above-mentioned documentation
must be submitted and approved by ELANY. Unless
the insurer is on the New York eligibility list, it will
not be assigned an insurer code and policies
submitted its behalf by excess line brokers will be
rejected by ELANY).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Ocean marineinsurance, which islimited to
vessels engaged in the transportation of goods
and merchandise in either foreign or coastwide
trades. It does not include yachts, pleasure
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crafts, fishing vessels and tugs (see Other
Comments section #1).

Insurance in connection with ocean going
vessels against, or against legal liability of the
insured for, loss, damage or expense arising out
of, or incident to, the ownership, operation,
chartering, maintenance, use, repair or
construction of any vessel, craft or
instrumentality in use in ocean or inland
waterways, including liability of the insured for
personal injury, illness or death or for loss of or
damage to the property of another person.
Insurance against legal liability arising out of
the ownership, operation or maintenance of any
motor vehicle or aircraft which is neither
principally garaged nor principally used in New
York, arising out of any activity carried on
wholly outside of New Y ork or arising out of
the ownership, operation or maintenance of any
property having a permanent situs

outside of New Y ork, but in case such property
or risk islocated in any other state, then
exemption applies only if theinsurer is
authorized to do such businessin such state and
alicensed insurance broker of such state may
lawfully place such insurance.

OTHER COMMENTSOR REQUIREMENTS:

1.

New York Circular Letter No. 28 (1999)
clarifies the Department’s position that if arisk
is placed by an unauthorized insurer involving a
class of insurance other than ocean marine
insurance, it should only be placed through an
excess line broker licensed in New York. Such
business must also be written pursuant to the
surplus lines laws of the State of New Y ork.
Circular Letter No. 28 also states that it is the
broker's responsibility to allocate the risk
between ocean marine insurance and any other
kind of insurance. Part of the risk that is other
than ocean marine insurance, when placed with
an unauthorized insurer, is subject to the
payment of an excess line premium tax for the
filing of affidavits and the stamping of the
policiesby ELANY aswell as other applicable
regulatory requirements of the Department.
Circular Letter No. 22 (2000) opines that ocean
marine insurance is "insurance covering damage
to ships or vessels and the goods they carry
while on the ocean or inland waters." While
Circular Letter No. 22 does not so state, the
Department has confirmed that pure marine

© 2014 Edwards Wildman Palmer LLP
Revised, 1/2014

protection and indemnity insurance istreated in
the same manner as ocean marine insurance.
All filings must be submitted to both New Y ork
Department of Financial Services (NYDFS) and
ELANY unless otherwise stated.
Electronic filing of broker affidavits aswell as
the electronic submissions for recording and
stamping of declaration pages, cover notes,
binders, endorsements, notices of excessline
placement and other excess line insurance
documents are permitted provided these
methods of submitting for recording and
stamping purposes are first approved by the
Superintendent.
New Y ork no longer requires the completion or
filing of insured's affidavit (Part B) in
connection with excess line placements. Instead
of the insured's affidavit requirement, the law
substitutes a requirement that such insureds be
given notice containing certain information set
forth in Section 27.5(¢) of Regulation 41.
New Y ork permits binding authority for licensed
New Y ork excess line brokers upon written
authorization of non-admitted insurers. This
binding authority power was extended by
chapter amendment to include both in-state and
out-of-state risks.
Contact information for ELANY is asfollows:

Daniel F. Maher

Excess Line Association of New Y ork

One Exchange Plaza

55 Broadway, 29" Floor

New York, New York 10038

Tel.: (646) 292-5500

Fax.: (646) 292-5505

Email: dmaher@elany.org
The following language must be stamped on
every excess lines insurance policy,
memorandum, certificate or other document
evidencing insurance coverage delivered to a
New Y ork insured in not less than ten point bold

type:

"THE INSURER(S) NAMED HEREIN IS
(ARE) NOT LICENSED BY THE STATE
OF NEW YORK, NOT SUBJECT TOITS
SUPERVISION, AND IN THE EVENT OF
THE INSOLVENCY OF THE INSURER(S),
NOT PROTECTED BY THE NEW YORK
STATE SECURITY FUNDS. THE POLICY
MAY NOT BE SUBJECT TO ALL OF THE
REGULATIONS OF THE DEPARTMENT
OF FINANCIAL SERVICESPERTAINING
TO POLICY FORMS."
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10.

11.

New Y ork permits excess lines brokers to place
mal practice insurance for nursing homes and
certain other facilities. For these types of risks,
three declinations from insurers writing

mal practice insurance are required. For
doctors, dentists and general hospitals, a
declination must be obtained from the resident
market, known asthe "MMIP" or the "Pool,"
before placing primary coverage with an excess
line insurer.

The Office of General Counsel of the NYDFS
issued two opinionsin 2007 which state that
policy fees charged by an excesslineinsurer are
to be considered excess line premium subject to
the excess line tax and the ELANY stamping
fee.

The 10" amendment to Regulation No. 41 was
promulgated on December 19, 2007. This
amendment changes the maximum deposits
required in which Alien insurance companies
eligiblein New York must put in trust to secure
payment of judgments. The amendment is
intended to conform New Y ork regulation to
new trust fund requirements adopted by the
International Insurers Department of the
National Association of Insurance
Commissioners.

New Y ork adopted legislation in 2008
amending Insurance Law Sections 2601 and
3420 and Section 3001 of the Civil Procedure
Law and Rules (“CPLR"). Among other things,
the Legislation prohibits insurers from denying
aclaim under policiesissued in New Y ork after
January 17, 2009 based on late notice unless the
insurer can show that it was prejudiced by the
untimely notice, and would also allow an
underlying plaintiff to bring a declaratory
judgment action directly against the tortfeasor's
insurer under limited circumstances. The New
Y ork Insurance Department also issued a
Circular Letter 26 (2008), dated November 18,
2008, to clarify that the Legislation appliesto
“al liability policies,” including renewals,
issued or delivered in New Y ork on or after the
Legidlation's effective date, including those
policiesissued in the excess/surplus lines
market. It therefore appears that that the
Legislation’s treatment of claim’s made policies
will apply to claims-made policies which may
only be issued in New Y ork by unauthorized
insurers through the excess/surplus lines market.
The NYDFSin 2009 promulgated the 11th
Amendment to Regulation 41 in order to expand
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12.

13.

the export list effective for placements on or
after September 2, 2009. The new coverages
added to the export list include: commercial
excess and umbrellaliability (over
$10,000,000), commercial property (excess of
$50,000,000), contract frustration, employed
lawyers liability, construction contractors
liability coverage, owner’s contractor’s
protective, prize indemnification, specia events
and vacant commercial property.

On April 18, 2011, the Superintendent of the
NY DFS promulgated the 12th Amendment to
Regulation 41 (the “ Amendment”). Pursuant to
the Amendment, excess lines insurers obtaining
eligibility in New York on or after January 1,
2011 must maintain surplus to policyholders of
at least $45,000,000, instead of $15,000,000.
Excesslinesinsurers that obtained eligibility in
New York prior to January 1, 2011 will be
required to increase the amount of surplusto
policyholders from $15,000,000 to $45,000,000
incrementally over the next few years.
Specifically, excess lines insurers that became
eligiblein New Y ork prior to January 1, 2011
must maintain surplus to policyholders of at
least $25,000,000 by July 1, 2011, $35,000,000
by January 1, 2012 and $45,000,000 by January
1, 2013. Although the Amendment was not
officially promulgated until this month, New

Y ork has required insurers to maintain surplus
to policyholders of at least $45,000,000 to
obtain excess lines eligibility for over ayear.

The Amendment also provides for an automatic
$1,000,000 increase to the minimum amount of
surplusto policyholdersfor all eligible excess
line beginning on January 1, 2016 and every
three years thereafter.

On April 21, 2011, the NYDFSissued a
proposed draft 13th Amendment to
Regulation 41 for public comment. The
proposed Amendment expands the types of risks
to be added to the so-called “export list.” Some
of the proposed risks to be included on the New
Y ork export list include Builders Risk
insurance, Elevator Service and Maintenance
Contractors — Liability and Property Damage,
Excess Professional/Errors & Omissions
Liability — All Classes, Excess Salary Protection
(Disability) Insurance, Large Law Firm
Lawyers Professiona Liability Insurance and
Primary and/or Excess “Liability” Insurance for
vacant or unoccupied buildings.
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14. OnJuly 22, 2011, the NY DFS issued the 14th
Amendment to Regulation 41 and Circular
Letter No 9 (2011) which addresses the
allocation issue when arisk has exposures both
inthe U.S. and outside of the U.S. The state has
now indicated that only that portion in the U.S.
shall be taxed by NY . The amendment also
changed the trust fund requirements. The trust
fund was previously a condition of igibility
but it is now a substitute for pre-answer
collateral. The NRRA prohibited eligibility
requirements imposed by a state outside of
capital and surplus requirements and the
requirement that the insurer be in good standing
inits home state.

15. The New York State Department of Taxation
and Finance issued atechnical memorandum
regarding changesto NY Tax Law Article 33-A.

These changes were necessitated in order to
conform to the requirements of the Nonadmitted
and Reinsurance Reform Act (NRRA) for
independently procured insurance. The
memorandum advises that for taxable insurance
contracts independently procured from an
unauthorized insurer with an effective date on
or before July 21, 2011, tax payers should use
form CT-33-D(4/11) and for taxable insurance
contracts independently procured from an
unauthorized insurer with an effective date on
or after July 21, 2011, taxpayers should use
form, CT-33-D(7/11). The fundamental
differencein these formsis that transactions
effective on or before July 20, 2011 continue to
be tax allocated while transactions effective on
or after July 21, 2011 are taxed on 100% of the
gross written premium.

16. OnJuly 22, 2011, the NYDFS issued Circular
Letter No. 9(2011) regarding “home state”
determination for purchasing group (PG)
members.

The Circular Letter states that excess line
brokers must file affidavits and related
individual certificate of insurance for each
individual New Y ork “home stated” member of
the PG and pay premium taxes only to New
York for New York “home stated” PG
members. However, only one set of
declinations and one master affidavit is required
for each purchasing group.
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17.

18.

On March 12, 2012 the NYDFS issued
Supplement No. 1 to Insurance Circular Letter

No. 9. The purpose of this supplement to

Circular Letter No. 9 isto provide guidance and
clarification to all insurers eligible to write

excess line insurance in New Y ork and to all
excess line brokers regarding the termination of
trusts established pursuant to New Y ork
Regulation 41 prior to the July 21, 2011

effective date of NRRA. Under Supplement

No. 1, if an unauthorized foreign or aien

insurer wishes to terminate a trust that has been
established pursuant to New Y ork Regulation

41 prior to July 21, 2011, then the insurer must

do so in conformance with the trust fund
agreement.

The NY DFS expanded the export list in 2013
effective for placements made on or after April 10,
2013.

The“export list” sets forth types of insurance
coverages that the New Y ork Superintendent of the
Department of Financial Services has determined
are generally not available from licensed insurers.
Three declinations are not required for export list
coverages. Riskson the “export list” only exempt
the transaction from the declination process
requirement and not from any other affidavit,
documentation filing or tax requirement.

The following new coverages added to the export
list will require no declinations:

Asbestos, Fungi and Water Damage Remidiation
and Removal

Liability and Property Damage.

Builders Risk Insurance

Coverage for construction projects where the total
insured values exceed $10,000,000.

Elevator Service and Maintenance Contractors
Liability and Property Damage.

Excess Professional/Errors & Omissions Liability —
All Classes

Excess liahility coverage where the underlying
policy limits and/or self-insured retention is at least
$10,000,000 per occurrence.

Excess Salary Protection (Disability) Insurance as a
monoline policy

Insurance pursuant to Insurance Law section 1113
(&(3L)(A) against financial loss caused by the
cessation of earned income due to disability from
sickness, ailment or bodily injury, in an amount up
to that portion of an individual’s annual earned
income, which isin excess of the amount of in-
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force disability insurance from an authorized
insurer, [in amount not to exceed 75% of the
individual’s annual earned income in total based
upon the sum of in-force disability insurance and
salary protection insurance when benefits are
payable to individual or individual’s beneficiary.]
Large Law Firm Lawyers Professional Liability
Insurance (LPL)

Professional liability for alaw firm that has more
than 100 attorneys.
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Recreational Guide Services

Coverage for outfitters and guides for Camping,
Hiking, Rafting, Bungee Jumping, Parachuting,
Hunting and Fishing Clubs, Shooting Ranges,
Hunting and Fishing and similar recreational
activities.

Vacant or Unoccupied Buildings

Primary and/or Excess “Liability” Insurance for
vacant or unoccupied Buildings.

1.NY



NORTH CAROLINA

GENERAL INFORMATION:

1. North Carolinamaintainsalist of eligible
surplus lines insurers (see Other Comments
section #1).

2. North Carolina does have a Surplus Lines
Association (see Other Comments section #2).

3. North Carolinadoes not have an Export List.

4.  North Carolinadoes not have an industrial
insured exemption but has adopted the NRRA
exempt commercial purchaser exemption (§ 58-
21-16(b)(1)).

5. Surpluslinestax: 5%, payable by broker.

6. North Carolina has not affiliated with any
existing compact (SB 321).

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Fees: $500 (initial filing) and $1,000 (annual
renewal).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. Aliensurpluslinesinsurers are expected to file
audited financial statements within six months
after their fiscal year end. These financial
statements should be reported in United States
currency.

2. A aurpluslines broker may place insurance with
an dien insurer if that insurer islisted on the
Quarterly List of Alien Insurers maintained by
the NAIC. §58-21-17.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. If theinsurer's annual statement for the most
recent December 31 isfiled electronically with
the NAIL, the NC DOI will no longer require a
hard copy of the annual statement to be filed.
However, each eligible surplus lines insurer must
file ahard copy of its certificate of compliance
and verification of deposit from the state of
domicile.
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2. A aurpluslines broker may place insurance with

anonadmitted insurer if:

o Theinsurer isauthorized to place that type of
insurance in its domiciliary jurisdiction; and

o Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
jurisdiction that is the greater of the minimum
capital and surplus requirements under the
laws of this state or $15 million.

The insurance commissioner may waive the minimum
capital and surplus requirements for unauthorized
foreigninsurersif he makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if theinsurer’s capital and surplusis
under $4.5 million. § 58-21-20.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Aviation insurance/wet marine and transportation
insurance.

OTHER COMMENTS OR REQUIREMENTS:

1. Eligibility list available at
http://www.ncdoi.com/PC/pc_surplus forms.asp.
2. Contact information for the North Carolina
Surplus Lines Association is as follows:
Elaine Christian, Executive Director
North Carolina Surplus Lines Association
P.O. Box 41368
Raleigh, North Carolina 27629-1368
Phone: (919) 876-0687
Website: www.ncsla.com

Select “ Surplus Lines’ from the menu on the
left, and select “List of Authorized Surplus
Lines Companies’.

3. North Carolina provides for an affirmative
finding of acceptability by the Commissioner
based on stated factors pertaining to companies
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with $4,500,000 to $14,999,999 combined
capital and surplus.

Lloyd's plans or other similar unincorporated
groupsindividual insurers must maintain an
irrevocable trust fund of not less than
$50,000,000 as security for all policyholders
and creditorsin the United States of each
member of the Group. Thistrust fund must be
held in anational bank or a member of the
Federal Reserve System and must have an
expiration date which at no time shall be less
than five yearsin the future.

I nsurance exchanges created by the laws of
individual states must have and constantly
maintain total capital and surplus, or the
substantial equivalent thereof, of not less than
$50,000,000 in the aggregate. Each individual
syndicate must have and constantly maintain
total capital and surplus, or the substantial
equivalent thereof, of not less than $3,000,000.
Renewal Application and Instructions may be
processed through the North Carolina Insurance
Department’ s website by going to
www.ncdoi.com and selecting “Industry” at the
top of the page.
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7.

Each eligible surplus lines insurer underwriting
service contract reimbursement or contractual
liability insurance policies for service agreement
companies pursuant to Article 1 of Chapter 58
must file the policies directly with the NC DO
I’s Property and Casualty Division for approval
prior to being used for any purposein NC in
accordance with NAGS 58-1-36.

Each eligible surplus linesinsurer is expected to
notify the NC DOI of all corporate changes
within the company, including changesin the
United States Attorney-in-Fact for alien
insurers.

Every evidence of insurance negotiated, placed,
or procured by the surplus lines licensee must
bear the name of the licensee and the following
legend in 10 point type and in contrasting color:

“The insurance company with which this
cover age has been placed isnot licensed by
the State of North Carolina and isnot subject
toitssupervision. Intheevent of the
insolvency of the insurance company, losses
under thispolicy will not be paid by any
State insur ance guar anty or solvency fund.”

1.NC
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NORTH DAKOTA

GENERAL INFORMATION:

1. North Dakotamaintainsalist of eligible
surplus lines insurers (see Other Comments
section #1).

2. North Dakota does not have a Surplus Lines
Association.

3. North Dakota does have an Export List.

4.  North Dakota currently does have an industrial
insured exemption which will remain in effect
(see Appendix C). Additionally, North Dakota
has adopted the NRRA exempt commercial
purchaser exemption (26.1-44-01.1(3)).

5. Surpluslinestax: 1.75% on gross premiums
allocated to ND plus applicable tax and fees on
gross premiums all ocated to other states,
payable by broker.

6. North Dakota has adopted SLIMPACT (HB
1123) Effective: April 19, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1. Power of Attorney, Affidavit and Data
Forms.

2. Filing or Other Renewal Fee: $100 (non-
refundable application fee); $25 (power of
attorney fee upon approval of application); $10
for filing renewal affidavit.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Must be listed on NAIC's Quarterly Listing of Alien
Insurers.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Evidence of good repute and financial
integrity.

2. Capital & Surplus: $15,000,000.

3. Annual Statement.

4. Report of Examination.
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

For Exempt commercial purchasers. producer is not
required to make a due diligence search if proper
disclosure made and purchaser makes a written
request for procurement.

OTHER COMMENTS OR REQUIREMENTS:

1.  North Dakota eligibility list available through
“Company Search” at
http://www.nd.gov/nding/find.

2. A North Dakota surplus lines producer must
provide areport and an affidavit that he has
performed a diligent search of the admitted
market for placing the surplus lines insurance
within 60 days after the effective date of a
surpluslines palicy.

3. TheNorth Dakota L egidature enacted legidation in
2013 which allows a North Dakota domestic insurer
to be designated a domestic surpluslinesinsurer if:
e Theinsurer possesses policyholders' surplus

of at least $15 million;

e Thedesignation isin compliance with a
resolution of the insurer’s Board of
Directors; and

e The commissioner has provided written
approval of the designation.

Domestic surplus lines insurers are subject to
compliance with al financial examination and
solvency requirements that apply to domestic
insurers regarding examinations and reports.

4. If theinsured's home state is North Dakota, the
surplus lines producer must give the following
consumer notice to every person applying for
insurance with a nonadmitted insurer. The
notice must be printed in sixteen point type on a
separate document affixed to the application.
The applicant must sign and date a copy of the
notice to acknowledge receiving it. The surplus
lines producer must maintain the signed notice
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initsfilefor aperiod of five years from
expiration of the policy. The surpluslines
producer must tender a copy of the signed
notice to the insured at the time of delivery of
each policy the producer transacts with a
nonadmitted insurer. The copy must bea
separate document affixed to the policy.

“Notice: 1. aninsurer that isnot licensed in
this stateisissuing the insurance policy that
you have applied to purchase. These
companies ar e called “nonadmitted” or
“surpluslines’ insurers. 2. Theinsurer isnot
subject to the financial solvency regulation
and enfor cement that appliesto licensed
insurersin thisstate. 3. Theseinsurers
generally do not participatein insurance
guaranty funds created by state law.
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These guaranty fundswill not pay your
claimsor protect your assetsif theinsurer
becomesinsolvent and isunableto make
payments as promised. 4. Some states
maintain lists of approved or eligible surplus
linesinsurersand surpluslines producers
may use only insurerson thelists. Some
statesissue ordersthat particular surplus
linesinsurerscannot beused. 5. For
additional information about the above
matter s and about theinsurer, you should
ask questions of your insurance producer or
surpluslinesproducer. You may also
contact your insurance department
consumer help line.”
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OHIO

GENERAL INFORMATION:

1. Ohiomaintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

2. Ohio does have a Surplus Lines Association, the
Ohio Association of Professional Specialty
Lines (http://www.oapsl0.0rg).

3. Ohiodoesnot have an Export List.

4. Ohiodoesnot have an industrial insured
exemption but the NRRA exempt commercial
purchaser exemption isin effect. (8§ 3905.331).

5. Surpluslinestax: 5%, payable by broker.

6. Ohio has not affiliated with any existing
compact (HB 122) Effective: June 17, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Alien insurers must be on the Quarterly Listing of
Alien Insurers maintained by the NAIC.
§ 3905.33(A)(2).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may not place coverage with a

nonadmitted insurer unless, at the time of placement,

the nonadmitted insurer:

o Isauthorized to write such insurancein its
domiciliary jurisdiction; and

o  Possesses capital and surplus, or its equivalent
under the laws of its domiciliary jurisdiction that
equals the greater of the minimum capital and
surplus requirements under the laws of Ohio or
$15 million. (& 3905.33(A)(1)).
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Ocean marine insurance is exempt from reporting and
taxation requirements when placed by alicensed

agen.

OTHER COMMENTSOR REQUIREMENTS:

1. Ohioédigibility listisavailable at
http://www.insurance.ohio.gov/Reports/SL Com
panies.pdf.

2. Commissioner may also require a deposit in
the state.

3. Ohio Insurance Department prefersthe
following language to appear on the Declaration
page of surplus lines policies:

THE INSURANCE HEREBY EVIDENCED
ISWRITTEN BY AN APPROVED NON-
LICENSED INSURER IN THE STATE OF
OHIO AND ISNOT COVERED IN CASE
OF INSOLVENCY BY THE OHIO
INSURANCE GUARANTY ASSOCIATION.

4.  The Ohio Insurance Department now has
an on-line reporting system for payment of
the surpluslinestax. Information on this
system can be found at
http://www.secured,insurance,ohio.gov/secured/
OdiL ogon/SecuredL ogon.aspx .

5. Thelink to ORC §3905.33 reflecting the
changesin Ohio’s Insurance Code to comply
with the NRRA may be found at
http://codes.ohio.gov/orc/3905.33
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OKLAHOMA

GENERAL INFORMATION:

1. Oklahomamaintainsalist of eligible surplus
linesinsurers (see Other Comments section #1).
2. Oklahomadoes not have a Surplus Lines
Association.
3.  Oklahoma does not have an Export List.
4.  Oklahomadoes have an industrial insured
exemption applicableto life insurers only (see
Appendix C). Oklahoma has also adopted the
NRRA exempt commercial purchaser
exemption. (§ 36-1106.1(B)).
Surpluslinestax: 6%, payable by broker.
Oklahoma has not affiliated with any existing
compact but commissioner has discretion to
enter into NIMA or any other multi-state
agreement or compact with the same function or
purpose. (8§ 36-1106.1(B)). Effective: August
25, 2011.

o u

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1.  Annual Statement/Report: in U.S. dollars (by
August 30 for alien insurers).

2. Certificate of Approval Filing: $150 annually,
due upon approval of application.

3. Fraud Fee of $750 (due 7/31) and Designation
of Agent Fee of $10, due upon approval.

4. Certificate of Approval (Renewal fee): $650

($500 review fee/$150 certificate of approval

fee) (Foreign — March 1; Alien — August 30).

Application Fee: $1,000.

6. Annual Premium Report: by Oklahoma
broker listing risk, premium amount and address
of risk due April 1.

o

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

A surplus lines broker may place insurance with an
alien insurer if that insurer islisted on the Quarterly
List of Alien Insurers maintained by the NAIC. 36-
1106(1)(c).
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may place insurance with a

foreigninsurer if:

o Theinsurerislicensed inits domiciliary
jurisdiction; and

o Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
jurisdiction that is the greater of the minimum
capital and surplus requirements under the laws
of this state or $15 million.

The insurance commissioner may waive the minimum
capital and surplus requirements for unauthorized
foreigninsurersif he makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. 36-
1106(1)(b). The commissioner may not make a
finding of acceptability if the insurer’s capital and
surplusis under $4.5 million. 36-1106(1)(a) and (b).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Reinsurance as per 36 U.S § 1119.
OTHER COMMENTS OR REQUIREMENTS:

1. Oklahomaeligihility list isavailable at
http://www.ok.gov/oi d/documents/09A R-
Surplus¥o20lines.pdf.

2. Insurance contracts procured as surplus lines
coverage shall contain in bold-face type
notification stamped on the declaration page of
the policy that such contracts are not subject to
the protection of any guaranty association in the
event of liquidation or receivership of the
insurer.

3. Insurance may not be procured from
unauthorized insurers in Oklahoma unless the
interest of the insured cannot be procured from
authorized insurers after direct inquiry to such
insurers by alicensed surplus lines broker.
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4.  Thebond requirement for non-resident surplus 6. The Oklahoma legidature enacted legidationin

lines brokers was repeal ed effective July 14, 2009 to allow for compulsory auto liability
2007. insurance for commercial auto to be issued by
5.  The Oklahoma surplus lines law was amended surpluslinesinsurers.

in 2008 and now exempts surplus lines brokers
from penalty of writing business without a
license if they submit an application within 30
days.
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OREGON

GENERAL INFORMATION:

1. Oregon does not maintain an active list of
approved surplus lines insurers (see Other
Comments section #1).

2. Oregon does have a Surplus Lines Association (see

Other Comments section #2).

3. Oregon does not have an Export List.

4.  Oregon does not have an industrial insured
exemption. Oregon has adopted the NRRA
exempt commercial purchaser exemption but
has eased some of the requirements (see
Appendix C) to qualify as such a purchaser
(ORS 735.405(6)).

5. Surpluslinestax: 2% payable by broker, and
an additional 0.3% fire marshal tax payable by
broker, plus $15 flat stamping fee applicable for
each new or renewal (not endorsement)
transaction (see Other Comments section #4)
(Additional fee of $25 for late filing).

6. Oregon has not affiliated with any existing
compact but Director of the Dept. of Consumer
and Business Servicesis authorized under
Departmental Bulletin to enter into a compact or
otherwise establish procedures with other states.
(HB 2679). Effective: January 1, 2012. At
present, Oregon is keeping 100% of the surplus
lines premium tax when the policy coversan
Oregon home state insured.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Annual Statement/Report: in U.S. dollars (affidavit
of filing with NAIC acceptable for foreign insurers).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Trust Fund: $5.4 million; or listed on the NAIC
Quarterly List of Alien Insurers as of the date of
placement of the policy.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Certificate of Good Standing from domicile
State.
2. Capital and Surplus: $15,000,000
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Wet marine and transportation insurance, reinsurance,
life, health, annuities. The following risks are exempt
from surpluslines tax: 1) Federal government
entities; 2) Federal chartered credit unions; and 3)
Insurance policies purchased by Native American
tribes or tribal member covering exposures located on
Indian reservation.

OTHER COMMENTSOR REQUIREMENTS:

1. The Oregon Surplus Lines Association at
www.oregonsla.org does maintain alist of
eligible surpluslinesinsurersin Oregon for
informational purposes only, not for approval
status.

Oregonisa*“broker responsible” state and
therefore surplus lines éligibility status for both
foreign and alien insurersis based on the
broker’s determination that the insurer is
acceptable.

See http://www.oregonsla.org/resources/insurer-
listing.

See“Insurer List” tab for alist of nonadmitted
insurers who have provided a certified copy of
their current annual statements to the state of
Oregon as required by ORS 735.415 (1)(c),
indicating compliance with the minimum
requirements of ORS 735.415(1)(c) as of the
date of the statement.

2. Contact information for the Oregon Surplus

Lines Association is as follows:
Roger Helbling
Surplus Lines Association of Oregon
7360 SW Hunziker Street, Suite 105
Portland, OR 97223-2305
Tel.: (503) 718-6700
Fax.: (503) 718-6702
Email: Roger@OregonSLA.org

3. Each insurance policy or certificate of

insurance negotiated, placed or procured by
the surplus line licensee must bear the name of
the licensee and the following legend in bold

type:
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“Thisinsurance was procured and
developed under the Oregon surpluslines
laws. It isNOT covered by the provisions of
ORS 734.510t0 734.710 relating to the
Oregon I nsurance Guaranty Association. |If
theinsurer issuing thisinsurance becomes
insolvent, the Oregon Insurance Guar anty
Association has no obligation to pay claims
under thisinsurance.”

The Surplus Line Association of Oregon
makes available to any interested party a “tax
calculator” which enables interested parties to
easily determine the taxes and charges
applicable to a proposed transaction. The “tax
calculator” may be assessed at the
association’s website: www.oregonsla.org.
Foreign and alien insurers writing wet
(ocean)marine business in Oregon are required

© 2014 Edwards Wildman Palmer LLP
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to complete and file an “Ocean Marine Tax
Report” by June 15 of each year and pay a
special ocean marinetax. Thistax isbased on
5% of the company’s average underwriting p
for such business written in Oregon over a3
year period. The forms are available on the
Oregon Insurance Division website:
WWW.insurance.oregon.gov.

Oregon enacted legislation in 2009 allowing
surplus lines insurers to provide auto coverage
under the financial responsibility provisions.
The OR Insurance Commissioner may accept
foreign insurers on a case by case basis who do
not meet the minimum capital requirements but
in no event may the Commissioner make an
affirmative finding of acceptability when the
surplusis less than $4.5 million.
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PENNSYLVANIA

GENERAL INFORMATION:

1. Pennsylvaniamaintainsalist of eligible surplus
linesinsurers (see Other Comments section #1).

2. Pennsylvaniadoes have a Surplus Lines
Association (see Other Comments section #4).

3. Pennsylvaniadoes have an Export List (see
Other Comments section #8).

4.  Pennsylvania does have an industrial insured
exemption (40 P.S. 46 (a)(6)) Additionally,
Pennsylvania has adopted the NRRA exempt
commercial purchaser exemption (40 P.S.
§991.1610).

5. Surpluslinestax: 3%, plusanon-refundable,
annual stamping fee of $25 per original filing;
subject to additional stamping feesfor late or
incomplete filings. Neither the additional fee
for alate or incomplete filing may be passed on
to the insured (Additional fee of $25 appliesfor
late filing).

6. Pennsylvaniahas not affiliated with any existing
compact (SB 1096). Pennsylvaniataxes 100%
of the premium when Pennsylvaniais deemed to
be the home state.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

The following qualification must be met by those
alien companies seeking surpluslines éigibility
(See Section 1605 of the Insurance Company Law
(40 P.S. Section 991.1605)):

The company islisted on the Quarterly List of Alien
Insurers maintained by the International Insurers
Department of the National Association of Insurance
Commissioners (“NAIC").

If the company meets the above qualification, the
following item should be provided:

A written request for surplus lines eligibility to
include documentation evidencing listing by the
NAIC.
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

The following qualifications must be met by those

foreign (U.S.) surpluslines companies seeking

surpluslines eligibility (See Section 1605 of the

Insurance Company Law (40 P.S. Section

991.1605)):

1. Isauthorized to write the type of insurancein its
domiciliary jurisdiction; and

2. Hascapital and surplus or its equivalent under
the laws of itsdomiciliary jurisdiction which is
greater than or equal to $15,000,000.

The requirement of paragraph 2 may be satisfied
by an insurer’s possessing less than the
minimum capital and surplus upon an
affirmative finding of acceptability by the
Commissioner. The finding shall be based upon
such factors as quality of management, capital
and surplus of any parent company, company
underwriting profit and investment income
trends, market availability and company record
and reputation within the industry. In no event
will the Commissioner make an affirmative
finding of acceptability when the nonadmitted
insurer’s capital and surplusislessthan
$4,500,000.

If the company meets the above qualifications,

the following items should be provided:

« A written statement by an officer of the
insurer identifying the kinds of insurance
coverages the insurer intends to write and
the types of risksthe insurer intends to
insure in Pennsylvania.

« A copy of the certificate of authority of the
insurer or similar document setting forth its
authority to issue policies and insure risksin
the jurisdiction in which the insurer is
incorporated, formed or organized.

« A copy of the jurat page from the latest
annual financial report or statement of the
insurer signed by the officers of the insurer
and filed with the insurance regul atory

1.PA



authority or other governmental authority in
the jurisdiction in which the insurer is
incorporated, formed or organized. If thisis
not sufficient for the PA DOI’s purposes, the
insurer should be prepared to send the entire
financial report upon request.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.

agrLODN

Wet marine and transportation insurance which

includes:

 Insurance upon vessels, crafts or hulls and of
interests therein or with relation thereto.

* Insurance of marine builder’ s risks, marine
war risks and contracts of marine protection
and indemnity insurance.

 Insurance of freights cargo and
disbursements pertaining to a subject of
insurance coming within this definition.

» Insurance of personal property and interest
therein, in the course of exportation from or
importation into any country, or in the
course of transportation coastwise or on
inland waters, including transportation by
land, water or air from point of origin to
final destination, in connection with any and
all risks or perils of navigation, transit or
transportation, and while being prepared for
and while awaiting shipment, and during any
delays, transshipment or reshipment incident
thereto.

Reinsurance.

Life insurance and annuities.

Independently procured insurance.

Coverage obtained from risk retention groups

under the Risk Retention Amendments of 1986.

OTHER COMMENTS OR REQUIREMENTS:

1.

2.

Pennsylvania eligibility list available at
http://www.pasla.ora/HTML/EligibleList.htm.
Surplus linesinsurer must advise state of any
pending litigation in the United States involving
an insurance department.

Sec. 1606 of Pennsylvania surpluslineslaw
allows for the export of a portion not to exceed
25% of arisk to anon-admitted insurer which
does not appear on the Department's eligible
surpluslineslist.

© 2014 Edwards Wildman Palmer LLP
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Contact information for the Pennsylvania
Surplus Lines Association is as follows:
Kenneth A. Rudert, Executive Director
Pennsylvania Surplus Lines Association
180 Sheree Boulevard, Suite 3100
Exton, Pennsylvania 19341
Tel.: (610) 594-1340
Fax.: (610) 594-7623
Email: mthomas@pasla.org
Every evidence of insurance negotiated, placed
or procured by the surplus lines licensee must
bear the name of the licensee and the following
legend in 10-point type:

“Theinsurer which hasissued thisinsurance
isnot licensed by the Pennsylvania I nsurance
Department and is subject to limited
regulation. ThisinsuranceisNOT covered
by the Pennsylvania I nsurance Guar anty
Association.”

Pennsylvania amended its surplus lines law
effective July 1, 2011 and will be amending its
regulations to conform with the 2011
amendments to the surpluslineslaw in early
2013.

Under Bulletin B-2012-9-11, for placements
effective 1/1/2013, the producing broker,
representing the insured in a given transaction,
isno longer required to list on the 1609-PR
form the minimum of three licensed carriers
who have declined the risk as defined. The laws
have not changed, but the affidavit formis being
revised. The compliance requirements as stated
in Section 1609 of the Pennsylvania Surplus
LinesLaw as amended July 1, 2011 and Section
124.5 of the Regulations that support the Law
continue to require evidence of declinations
documented in the producing broker’sfilein the
event of future request.

In 2013, Pennsylvania changed the filing
requirement which must be made within 45-
calendar days after the placement of an
insurance coverage that appears on the state’s
most recent Export List. The change replaces
the old requirement that the surplus lines
licensee needed to file with the PA DOI a copy
of the declaration page of the policy, cover note,
binder or other evidence of insurance delivered
by the surplus lines licensee with the word
“EXPORT” stamped in red lettersin the upper
right hand corner. It is now only required to file
awritten declaration reporting the transaction on
aform prescribed by the PA DOI.
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PUERTO RICO

GENERAL INFORMATION:

1. Puerto Rico maintainsalist of eligible surplus
linesinsurers (see Other Comments section #1).

2. Puerto Rico does not have a Surplus Lines
Association.

3. Puerto Rico does not have an Export List.

4.  Puerto Rico does not have an industrial insured
exemption and has not adopted the NRRA
exempt commercial purchaser exemption.

5. Surpluslinestax: 9%, payable by broker.

6. Puerto Rico has adopted NIM A.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Puerto Rico no longer imposes a fee, financial,
premium or other information from foreign and/or
alien insurersfor surplus lines eligibility purposes,
aside from the eligibility requirements set forth in
NRRA.

TYPES OF INSURANCE EXEMPTED FROM
REQUIREMENT THAT RISK BE PROCURED FROM AN
ELIGIBLE SURPLUSLINESINSURER:

Air and ocean marine risks (see Other Comments or
Requirements #6).

OTHER COMMENTSOR REQUIREMENTS:

1. Puerto Rico surpluslinesinsurer’s eligibility list
isavailable at:
http://ocs.gobierno.pr/ocspr/documents/regul atio
n/Licenciasexp/lineasExcedentes i.pdf.

2. When aparticular risk cannot be insured in
whole or in part with an eligible surplus lines
insurer, the surplus lines broker may place the
risk with an unauthorized insurer if the insurer
submits a $20,000 special deposit with the
Secretary of the Treasury of the Commonwealth
of Puerto Rico, through the Commissioner.
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For such placements the policy must state
conspicuously on its face the following recital in
red letters: “All or anumber of theinsurers
participating in thisinsurance have not been
authorized to transact businessin Puerto
Rico nor approved as surpluslineinsurersby
the Commissioner of Insurance of this
Commonwealth. Thetransaction of this
insurance by a licensed surpluslineinsurance
broker shall not be construed to mean that
the Commissioner of Insurance of Puerto
Rico approves of such insurer.”

Surplus lines coverage on medical malpractice
businessis not limited to be only in excess of
authorized coverage, whenever the amount
offered by authorized insurersin primary
coverage is not enough to apply for excess
coverage. In such case, the surplus lines broker
may discard the available primary coverage and
obtain the entire coverage in the surplus lines
market.

Surplus lines policies on medical malpractice
are exempted from premium taxes.

Company seeking eligibility status must have
beenin business at least 5 years.

Air and ocean marine risks subject to surplus
lines premium tax provisions.

Puerto Rico requires the surplus lines broker to
obtain 5 declinations of coverage from admitted
insurers before attempting to place therisk in
the surplus lines market. These offerings of
coverage are made by the broker by completing
aform and using the distribution center which
has been established by the Puerto Rico DOI for
this purpose. However, the d broker may
consider therisk rejected if he does not receive
areply from such insurers within 5 working
days from the date on which the distribution
center received the form to make the
corresponding distribution. (Rule XXVI1I1 Art.1
and 2)

The Office of the Commissioner of Insuranceis
currently in the process of amending the Puerto
Rico Insurance Code provision in compliance
with the nationwide uniform requirements set
forth by NRRA.
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RHODE I SLAND

GENERAL INFORMATION:

1. Rhodeldand maintainsalist of eligible surplus
linesinsurers (foreign companies only) (see
Other Comments section #1).

2. Rhode Island does not have a Surplus Lines
Association.

3.  Rhode Island does not have an Export List.

4. Rhode Island does have an industrial insured

exemption applicable to captive insurers only

which will remain in effect. Rhode Island has
also incorporated the NRRA exempt
commercial purchaser exemption as per Bulletin

2011-6.

Surpluslinestax: 4%, payable by broker.

6. Rhode Island has adopted SLIMPACT (HB
5110).

o

Note: Rhode Island has also extended the 2% tax on
insurance gross premiums to the Medical Malpractice
Joint Underwriters Association).

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Annual Premium Report: by July 31 (required by
Rhode Island Division of Taxation. Reportsand
Questions should be addressed to Division of
Taxation).

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

A broker may place business with an alien insurer if
theinsurer islisted on the Quarterly Listing of Alien
Insurers maintained by the NAIC. (Per Insurance
Division Guidance, issued 9/28/2011.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A surplus lines broker may place insurance with a

foreigninsurer if:

o Theinsurer has established satisfactory evidence
of good repute and financial integrity; and

o Theinsurer is authorized to place that type of
insurance in its domiciliary jurisdiction; and

o Theinsurer has capital and surplus, or its
equivalent under the laws of its domiciliary
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jurisdiction that is the greater of the minimum
capital and surplus requirements under the laws
of this state or $15 million.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Policiesissued outside Rhode Island involving
insurance on vessels, crafts, or hulls, cargoes,
marine protection and indemnity or other risks
including strikes and war risks commonly insured
under ocean marine or wet marine forms.
Out-of-state risks.

Industrial Insurance which is defined as an

insured:

» Which procures the insurance of any risk by
the use of the services of afull time employee
acting as insurance manager or buyer or the
services of aregularly and continuously
retained qualified insurance consultant;

o Whose aggregate annual premiums on all risks
excluding workers compensation and group
total at least twenty-five thousand dollars
($25,000); and

o Which has at least twenty-five (25) full time
employees.

wnN

OTHER COMMENTS OR REQUIREMENTS:

1. Rhodeldland digibility list available at
www.dbr.ri.gov/divisions/insurance/
licensed.php.

2. Rhode Island exempts an insured and surplus
lines brokers from the requirement of filing an
affidavit when obtaining surplus lines insurance
for certain insurable interests. The exempted
risksinclude: amusement parks and devices,
environmental improvement and/or remediation
sites, vacant property or property under
renovation, demolition operations, event
cancellation due to weather, railroad liability,
discontinued products, fireworks and
pyrotechnics, warehouseman's legal liability,
excess property coverage and contingent
lighility.

3.  TheRhodeIsland legislature in 2008 enacted
legislation removing the requirement that
affidavits be filed by the surplus lines broker
with the Rhode Island I nsurance Commissioner.
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The affidavit and record keeping requirements
continue to exist however.

Regulations were promulgated in 2009 to
eliminate the filing of a surplus lines affidavit
with RIDOI. The affidavit must till be
completed and is subject to audit by the RIDOI,
but filing with the RIDOI is no longer required.
Insurance Regulation 11, governing surplus
lines brokers, was amended to: 1) allow a non-
resident surplus lines broker to apply for a non-
resident surplus lines broker’ s license without
first obtaining a resident property and casualty
insurance producer’s license; 2) increase the tax
from 3% to 4% on gross premiums for policies
effective on or after July 1, 2011; 3) maintain
the 3% tax on gross premiums for policies
effective prior to July 1, 2010; and 4) require
brokers to include written notice in applications
and policies about the unavailability of benefits
under Rhode Island’ s Insurers Insolvency Fund.
The amended regulation became effective
January 14, 2011.
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Every application form for insurance from a
surpluslinesinsurer, every affidavit form
executed by the insured, and every policy (onits
front and declaration pages) issued by the
surpluslinesinsurer, shall contain in ten (10)
point type the following notice:

“NOTICE

THISINSURANCE CONTRACT HAS
BEEN PLACED WITH AN INSURER NOT
LICENSED TO DO BUSINESSIN THE
STATE OF RHODE ISLAND BUT
APPROVED ASA SURPLUSLINES
INSURER. THE INSURER ISNOT A
MEMBER OF THE RHODE ISLAND
INSURERSINSOLVENCY FUND.
SHOULD THE INSURER BECOME
INSOLVENT, THE PROTECTION AND
BENEFITSOF THE RHODE ISLAND
INSURERSINSOLVENCY FUND ARE
NOT AVAILABLE”

1.RI



SOUTH CAROLINA

GENERAL INFORMATION:

1.

South Carolinamaintainsalist of eligible
surplus lines insurers (see Other Comments
section #1).

South Carolina does not have a Surplus Lines
Association.

South Carolina does not have an Export List.
South Carolina does have an industrial insured
exemption (see Appendix C) which will remain
in effect. Asof 7/21/2011, the NRRA exempt
commercial purchaser exemptionis also
effective.

Surpluslinestax: 6%, payable by broker (see
Other Comments section #3).

South Carolina has not become affiliated with
any tax sharing agreement but collects 100% of
the surplus lines premium tax when it isthe
home state.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Applicant must be listed onthe NAIC IID List. Once

approved to be added to the Department’ s list of
Alien Eligible Surplus Lines Insurers, a company
must remain on the NAIC I1D List. Should the SC
DOl receive notification from the NAIC that a
company has been removed fromthe 11D List, it will
immediately be removed from the SC DOI’slist of
Alien Eligible Surplus Lines Insurers.

ELIGIBILITY AND FILING REQUIREMENTS
(FOREIGN INSURERS ONLY):

1.

A properly executed annual statement as filed
with the insurance department of the Applicant’s
home state and certified to that effect showing a
minimum of $15 million in capital and surplus. A
quarterly statement should also beincluded in an
application submitted more than one month and
fifteen days after the end of the most recent
quarter. If the most recent annual and quarterly
statements are filed with the NAIC, these items
are not required to be submitted.
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A current Certificate of Compliance/Authority
from the insurance department of its home state
which shows the lines of business that the
company is authorized to write in its home state.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Wet marine and transportation insurance, insurance
independently procured, and life and health insurance
and annuities. See S.C. Code Ann. Section 38-1-
20(56).

OTHER COMMENTS OR REQUIREMENTS:

1.

South Carolina'slist of eigible surpluslines
insurersisavailable under General Information at:
http://doi.sc.gov/company/Pages/Companylnform
ation.aspx.

A foreign or alien eligible surplus lines insurer

is not permitted to write any class of businessin
South Carolinafor which it is not authorized by
its charter.

As set forthin 2012 S.C. Act 283 (Act 283)
enacted June 29, 2012, the 2% municipal
business license tax no longer appliesto non-
admitted insurers. The surpluslinestax isnow a
blended rate of 6% and appliesto all surplus
lines premiums written from July 1, 2012. All
premium tax payments must be paid online to

the South Carolina DOI.

Surplus lines policiesin South Carolina must
contain the following disclosure statement. See
S.C. Code Ann. Section 38-45-110 (2002):

“This company has been approved by the
director or hisdesignee of the South
Carolina Department of Insuranceto write
businessin this State asan eligible surplus
linesinsurer, but it isnot afforded guaranty
fund protection.”

1.sC



SOUTH DAKOTA

GENERAL INFORMATION:

1.  South Dakota does not maintain alist of
eligible surplus lines insurers.

2. South Dakota does not have a Surplus Lines
Association.

3. South Dakota does not have an Export List.

4.  South Dakota does not have an industrial
insured exemption but does recognize a
commercial purchaser exemption. South
Dakota has not yet updated its exempt
commercia purchaser exemption to match that
of the NRRA (see Appendix C).

5.  Surpluslinestax: 2.5% (3% for fire
insurance), payable by broker, or individual (if
self-procured).

6. South Dakota has adopted NIM A (HB 1030)
Effective: July 15, 2011. Multi-state risks
where South Dakota is the home state and other
NIM A states are involved, will be taxed based
on each NIMA state'stax rate. Non- NIM A
states will be taxed at South Dakota’ s tax rate.
Single state risks will be submitted as usual if
South Dakotais the home state. South Dakota
expects all single state risks to go through
NIMA clearinghouse after January 11, 2013 and
will issue a Bulletin at that time.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

SD requirements for a surplus lines insurer remain the
same as before aside from the requirements under
NRRA. Surpluslinesinsurerswill be required to file
the Unauthorized Insurer Business Written &
Premium Tax Report along with the Schedule T &
State Page for Foreign companies. Alien surplus
lines companies will be required to file the
Unauthorized Insurer Business Written & Premium
Tax Report.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1.  Premium report (see above).
2. NAIC Listing.
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Ocean marine and foreign trade insurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside of South Dakota or on
vehicles or aircraft owned and principally garaged
outside of South Dakota.

3. Insurance on operations of railroads engaged in
transportation in interstate commerce and their
property used in such operations.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft, or aircraft operated in
scheduled interstate flight, or cargo of the aircraft,
or againgt liability, other than workers
compensation and employer’ s liability, arising out
of the ownership, maintenance, or use of the
aircraft.

OTHER COMMENTS OR REQUIREMENTS:

1. Burdenison broker to satisfy himself that
company isfinancialy solvent and has requisite
trust fund. If alien insurer does not have trust fund
then application for eigibility must be made to
Director of Insurance.

2. South Dakota insurance business written by a non-
admitted company must be placed through a
« Resident or non-resident producer, licensed as

a Surplus Lines Broker; or
« Surplus Lines Broker for risk retention groups
or risk purchasing group - Restricted License.

3. A SurplusLinesBroker license may be issued to a
Non-Resident agent, in good standing in his state,
doing business pursuant to the Federal Risk
Retention Act of 1986. The surplus lines broker
authority in thisinstance islimited to the
solicitation of commercial liability to only
purchasing group or risk retention group members
located in South Dakota.

4. A 2.5% tax on self-procured insurance is payable
by the insured. The responsibility to inform such
insured of his duty to remit the premiumtax is
placed upon the underwriting insurer, due to his
status as the sophisticated party in the insurance
transaction.
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The South Dakota Legidature in 2010 enacted
legislation permitting a uniform report to be
filed in lieu of an annual statement or affidavit
asto exported insurance. The uniform report
must contain information sufficient to determine
the amount and type of surplus lines insurance
written in the state and sufficient to determine
the appropriate amount of tax to be paid.

The South Dakota DOI issued aBulletinin
2013 requiring al single-state surplus lines
policiesissued or renewed after January 1, 2013
and any subseguent endorsements to those
policies, to be filed through the NIMA surplus
lines clearinghouse. Poalicies with effective
dates or endorsements before that date will
continue to be filed with the South Dakota
Insurance Department until renewal.
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Every insurance contract procured and delivered
as asurplus lines coverage must beinitialed by or
bear the name of the surplus lines broker who
procured it and have stamped upon it, in ten point
or larger, boldface type, the following:

“THISINSURANCE CONTRACT ISISSUED
BY A NON-ADMITTED INSURER WHICH
ISNOT LICENSED BY NOR UNDER THE
JURISDICTION OF THE SOUTH DAKOTA
INSURANCE DIRECTOR.”
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TENNESSEE

GENERAL INFORMATION:

o

Tennessee does not maintain alist of eligible surplus
linesinsurers (see Other Comments section #1).
Tennessee does not have a Surplus Lines
Association.

Tennessee does not have an Export List.

Tennessee does have an industrial insured exemption
(see Appendix C) and has also implemented the
NRRA exempt commercial purchaser exemption (8
56-14-102(8)).

Surpluslinestax: 5%.

Tennessee has adopted SLIMPACT (HB 966 Public
Chapter No. 446) Effective: June 10, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Alien surpluslinesinsurersare ineligiblein
Tennessee unless listed by the NAIC International
Insurers Department.
http:tennessee.gov/commerce/insurance/surpluslinesc

ompanyRes.shtml.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1.

2.

oakrw

Annual Statement/Report (late or incomplete
filings subject to a penalty of $100 per day).
Filing or Other Renewal Fee: $675
application fee (foreign); $440 upon licensure —
letter of notification of eligibility (foreign);
$515 annual statement (foreign)

Report of Examination.

Quarterly Financial Statements: on regquest.
Capital and Surplus: $15,000,000 except
where commissioner makes an affirmative
decision.

Actuarial Opinion (must befiled electronically
with the NAIC).

Certificate of Compliance issued by
domiciliary state.
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.

Transactions in Tennessee involving policies
lawfully solicited, written and delivered outside
of Tennessee covering only subjects of
insurance not resident, located or expressly to
be performed in Tennessee at the time of
issuance or covering property in the course of
transportation by land, air or water, to, from or
through Tennessee and including any
preparation or storage incidental thereto, and
which transactions are subsequent to the
issuance of such policies.

Industrial Insurance.

Agents/Industrial Insureds are liable for
premium and/or surpluslinestax for 1 and 2
above.

OTHER COMMENTSOR REQUIREMENTS:

1.

The company must have been licensed in its

country of domicile for at least three years, have

competent management, and have not paid any

penalties.

A $15 feeisimposed for serving process on the

Commissioner of Insurance in his capacity as

agent of record for an insurance company.

Broker must also have anon-resident P& C

license in Tennessee and pay a $60 fee.

The following kinds of insurance are not eligible

for surplus lines placements in Tennessee:

e Primary persona auto;

e  Surety; and

e Workers compensation, except for excess
workers' compensation.

The continuing eligibility review information

for foreign surplus lines companiesis also

available at the following website:

http://tennessee.gov/commerce/insurance/surplu

slinescompanyRes.shtml.
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Every new or renewal insurance contract
certificate, cover note or other confirmation of
insurance procured and delivered as a surplus
lines coverage must bear the name and address
of the writing agent and shall have stamped,
affixed or printed upon it the following:

“Thisinsurance contract iswith an insurer
not licensed to transact insurancein this
state and isissued and delivered asa surplus
line coverage pursuant to the Tennessee
insurance statutes.”
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Such document must show the description and
location of the subject of the insurance,
coverage, conditions and term of the insurance,
the premium and rate charged and premium
taxes to be collected from the insured, and the
name and address of the insured and insurer. |If
the direct risk is assumed by more than 1
insurer, the document must state the name and
address and proportion of the entire direct risk
assumed by each insurer.

1.TN



TEXAS

GENERAL INFORMATION:

1. Texasmaintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

2.  Texasdoes have a Surplus Lines Association
and a Stamping Office (see Other Comments
section #8).

3. Texasdoesnot have an Export List.

4. Texasdoesnot have an industrial insured
exemption but adopted legidation in 2013
which aligns the Exempt Commercial Purchaser
definition of the NRRA.

5. Surpluslinestax: 4.85% (+ stamping fee of
0.06%), payable by broker (TX DOI imposes
assessments/enforcement actions for late
filings).

6. Texashasnot affiliated with any existing
compact but has adopted |legidation alowing it
to keep 100% of surplus line premium tax where
Texasisthe home state (SB 1, Article 18)
Effective: June 23, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1. Theprovisions of the NRRA are effective July
21, 2011.

2. The placement of nonadmitted insuranceis
solely subject to the statutory and regulatory
requirements of the insured’ s home state.

3. Nonadmitted insurance includes both surplus
lines and independently procured insurance but
does not include unauthorized insurance
transactions by a non-licensed insurer that may
be subject to regulatory actions and taxation by
astate.

4. New and renewal policies and any modifications
made with an effective date prior to July 12,
2011, remain subject to the laws and regulations
of each state as of the policy effective date.

5. New and renewal policies and any modifications
made with an effective date on or after July 21,
2011, are only subject to the laws and
regulations of the home state of the insured.

6. The NRRA provisions should be applied to
multi-year and continuous-until-cancelled
policies on the policy’ s first anniversary date on
or after July 21, 2011.
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7. Only the home state of an insured can require
premium tax on a multi-state policy; however,
states may join an agreement or compact to
allocate the taxes among the various states
afforded coverage under the policy.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY): (FOR ALIEN INSURERS NOT ON
NAIC QUARTERLY LIST BUT GRANDFATHERED UNDER
NEW LAW EFFECTIVE 6/14/13)

1. Annual Report: expressed in US Dollars.

2. Certificate of Authority: must be certified and
indicate the kind and classes of business the
company is entitled to write.

3. List of Texas Surplus Lines Agents.

4. ThreeYear Business Plan: using Forum FIN
424,

5. Biographical Affidavits: (current within 3
years) for each officer, director and management
of theinsurer.

6. Trust Agreement and Current Statement of
Account.

7.  Premium Report.

8. Actuarial Opinion: due August 1.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Certificate of Authority or License: certified
copy frominsurer’s state of domicile.

2. Financial Statements. The Texas DOl may
review statements filed with the NAIC and in
accordance with NAIC’s guidelines.

3. Linesof Business. Anticipated to be writtenin
Texas.

ADDITIONAL GUIDELINES:

1. TexasInsurance Code, Chapter 229, gives the
Comptroller the authority to join in atax
compact or other agreement. If the Comptroller
decidesto join in such an agreement, the
industry will be notified in order to prepare for
any necessary reporting and filing changes.

2. The NRRA does not preempt any state law, rule
or regulation that applies to the placement of
workers' compensation or excess insurance for
self-funded workers' compensation plans.

1.TX



TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

None. (see Other Comments section #3 below).
OTHER COMMENTS OR REQUIREMENTS:

1. Texasédigibility list available at

http://www.tdi.state.tx.us/sfsdatal ookup/startaction

.do or at Texas Stamping Office website at

http://mww.sl sot.org/SL SOT/Companyl nformation

[Insurerdlist.html.

2. Onusison broker to ascertain financial stability
of insurer.

3. Texas|nsurance Code (Chapter 225) provides
tax exemption for premiums on risks or
exposures which are properly alocated to
federal waters, international waters or under
jurisdiction of aforeign government. Risks
located in Texas waters are taxable under state
law. Tax exemption does not pre-empt the
reporting of the surplus lines policy to the
Surplus Lines Stamping Office of Texas, unless
100% of the exposure is tax-exempt or located
in other state(s).

4. If anon-resident broker license is being sought
by a corporation or partnership, at least one
officer or director must also obtain an individual
surpluslines license to receive the corporate
license for the agency or partnership. If there
are any other officers, directors, partners or
employeesin the agency that will be doing the
acts of asurplus lines agent, they will be
required to have an individual surpluslines
license aswell. Applicant must also have either
an underlying General Lines P& C Agent license
or an MGA licensein Texas.

5. All insurance companies, including surpluslines
insurers, are required to promptly refund to the
insured any unearned premium for a policy.

6. Ratescharged by al insurers, including surplus
linesinsurers, must be "just, fair, reasonable,
adequate, not confiscatory and not excessive for
the risks to which they apply, and not unfairly
discriminatory.”

7. Texasno longer requires a surety bond or other
proof of financia responsibility for licensure of
surplus lines agents.

8. Texas Surplus Lines Association
Website: www.tsla.org.
Contact: Jean Patterson, Executive Director
Texas Stamping Office
Website: www.slsot.org.
Contact: Phil Ballinger, Executive Director
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9.

10.

11.

12.

In 2009, Texas created an unauthorized
insurance guaranty fund to help pay the claims
of unauthorized insurers. Fundswill be derived
from fines and penalties imposed on unlicensed
insurance entities and licensed entities that are
doing insurance businessin Texas without a
license.

The Texas legidature enacted legidation in
2011 which makes significant reforms to the
operation of the Texas Windstorm Insurance
Association. It affects surpluslinesinsurersin
that it redefines the types of policies subject to
premium allocation reporting and potential
surcharging for the funding of Class 2 public
securities. It specifies that only fireand allied
lines, farm and ranch owners, residential
property, private passenger automobile liability
and physical damage, commercial automobile
liability and physical damage, and the property
portion of commercial multi-peril insurance
policies are subject to surcharging.

The Texas Legidature enacted Legidlation in
2013 which aligns state law to the NRRA
requirements.

A policy issued by an eligible surpluslines
insurer or acertificate of insurance issued by the
surplus lines agent must contain a provision
stating and designating the Person to whom the
commissioner isto mail process. The plaintiff
must supply this address in any citation served
under this section.

A surplus lines document must state, in 11-point
type, the following:

Thisinsurance contract iswith an insurer
not licensed to transact insurancein this
state and isissued and delivered as surplus
line coverage under the Texasinsurance
statutes. The Texas Department of Insurance
does not audit the finances or review the
solvency of the surpluslinesinsurer
providing this coverage, and theinsurer is
not a member of the property and casualty
insur ance guar anty association created
under Chapter 462, Insurance Code.
Chapter 225, Insurance Code, requires
payment of a (insert appropriatetax rate)
percent tax on gross premium.

A surplus lines document must show:

o thedescription and location of the subject
of the insurance;

» thecoverage, conditions, and term of the
insurance;

1.TX
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o thepremium and rate charged, and o if thedirect risk is assumed by more than

premium taxes to be collected from the one insurer:
insured; « the name and address of each insurer;
e the name and address of: and
« theinsured; « the proportion of the entire direct risk
« theinsurer; and assumed by each insurer.

« theinsurance agent who obtained the
surplus line coverage; and

© 2014 Edwards Wildman Palmer LLP 1.TX
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UTAH

GENERAL INFORMATION:

1. Utah maintainsalist of eligible surpluslines
insurers (see Other Comments section #1).

2. Utah does have a Surplus Lines Association (see
Other Comments section #4).

3. Utah does have an Export List (see Other
Comments section #1).

4. Utah does have anindustrial insured exemption
applicable for captive insurers only (see
Appendix C). Utah does not have any statutory
exempt commercial purchaser provisions but
does recognize the NRRA exempt purchaser
exemption as of 7/21/2011.

5.  Surpluslinestax: 4.25% (theinsurer, al
brokersinvolved in the transaction, and the
policyholder are jointly and severally liable for
payment). Also, stamping office fee of 0.15%;
not applicable to ocean marine insurance.

6. Utah hasadopted NIMA (HB 316) Effective:
July 20, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1. Renewal fee: $575 due February 15 with
invoice.

2. Utah does not incorporate any NRRA insurer
eligibility provisions, but current law requires
unauthorized insurer to be “in substantia
compliance with the solvency standardsin
Chapter 17, Part 6, Risk-Based Capital, or
maintain capital and surplus of at least
$15,000,000, whichever is greater.” §31A-15-
103(6)(e). Therefore, under the NRRA, the
NRRA dligibility standards apply in Utah as of
July 21, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Asof July 21, 2011, Utah cannot prohibit placement
of surplus lines insurance with a nonadmitted insurer
domiciled outside the U.S. if the insurer is listed on
the Quarterly Listing of Alien Insurers maintained by
the International Insurers Department of the NAIC.
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ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

A broker may place insurance with a nonadmitted

insurer domiciled ina U.S. jurisdiction if:

o Theinsurer is authorized to write the type of
insurance in its domiciliary jurisdiction; and

o Theinsurer has capital and surplus or its
equivalent under the laws of its domiciliary
jurisdiction which equals the greater of:
0 The minimum capital and surplus

requirements under the law of Tennessee; or

o $15,000,000

The insurance commissioner may waive the minimum
capital and surplus requirements above if the
commissioner makes an affirmative finding of
acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if theinsurer’s capital and surplusis
under $4.5 million.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Ocean marine insurance.
OTHER COMMENTS OR REQUIREMENTS:

1. Utahdigibility and export lists available at
www.insurance.utah.gov/SurpLines.html.

2. For aieninsurersto retain eligibility, the
company needs only continue its NAIC listing,
filean Annual Report, and pay a $250 Renewal
Fee, and provide other information required in
the annual review packet.

3. Applicant may be required to submit quarterly
statements, changes in directors and officers,
and updated accounting or financial information
during the pendency of the application.

4.  Utah Surplus Lines Association

Contact: SylviaBruno
Phone: 801-944-0114

Email: sbruno@slaut.org

1.UT
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A policy issued must include a description of
the subject of the insurance and indicate the
coverage, conditions, and term of the insurance,
the premium charged and premium taxesto be
collected from the policyholder, and the name
and address of the policyholder and insurer. |If
the direct risk is assumed by more than one
insurer, the policy must state the names and
addresses of all insurers and the portion of the
entire direct risk each has assumed. All policies
issued under the authority of this section must
have attached or affixed to the policy the
following statement:
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“Theinsurer issuing this policy does not hold
a certificate of authority to do businessin
this state and thusis not fully subject to
regulation by the Utah insurance
commissioner. Thispolicy receives no
protection from any of the guaranty
associations created under Title 31A,
Chapter 28."

1.UT



VERMONT

GENERAL INFORMATION:

1.  Vermont doesnot maintain alist of eligible surplus
linesinsurers.

2. Vermont does not have a Surplus Lines
Association.

3. Vermont does not have an Export List.

4.  Vermont does have an industrial insured exemption
(see Appendix C) which will remain in effect.
Vermont’s new statute is silent on the definition of

exempt commercial purchasers but the NRRA exempt

commercia purchaser exemption isrecognized in
Vermont unless or until SLIMPACT adopts rules.
Surpluslinestax: 3%, paid quarterly by broker.

o

6. Vermont has adopted SLIMPACT (SB 36) Effective:

May 26, 2011.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

NRRA restricts the eligibility requirements a state
may impose on nonadmitted insurers. See 15 U.S.C.
§ 8204. For nonadmitted insurers domiciledinaU.S.
jurisdiction, broker is permitted to place nonadmitted
insurance with such insurers provided they are
authorized to write such business in their state of
domicile and maintain minimum capital and surplus
of $15 million.

For nonadmitted insurers domiciled outside the U.S,,
abroker may place business with such insurers
provided the insurer islisted on the Quarterly Listing
of Alien Insurers maintained by the International
Insurers Department of the NAIC.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Insurance on property or operations of aircraft
or railroads engaged in transportation in
interstate and foreign commerce.

2. Insurance on vessels, crafts, or hulls, cargoes,
marine builder's risks, marine protection and
indemnity or other risks including strikes and
war risks commonly insured under ocean or wet
marine forms of policy.
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Transactions involving wet marine and
transportation insurance covering property in
the course of transportation by land, air, or
water, to, from or through Vermont and
including any preparation or storage incidental
thereto.

Industrial Insurance.

OTHER COMMENTS OR REQUIREMENTS:

1.

Vermont Insurance Department Bulletin 134
(November 8, 2001) clarifies the Department's

policy on whether surplus lines liability carriers

must provide coverage for punitive aswell as
compensatory damages. The Department

allows surplus lines carriers to exclude punitive
damages from surplus lines policies because

that encourages the development of the surplus

lines insurance market and the coverage of risks

that would not otherwise be covered.

Each surplus lines broker through whom a surplus lines
insurance coverage is procured shall endorse on the
outside of the policy and on any confirmation of the
insurance, his or her name, address and license
number, and the name and address of the producer, if
any, through whom the business originated. Where
such coverage is placed with an eligible surplus lines
insurer there shall be stamped or written conspicuously
in no smaller than 10 point boldface type of a
contrasting color upon the first page of the policy and
the confirmation of insurance if any, " The company
issuing this policy has not been licensed by the state
of Vermont and therates charged have not been
approved by the commissioner of insurance. Any
default on the part of theinsurer isnot covered by
the Vermont I nsurance Guaranty Association."
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U.S. VIRGIN | SLANDS

GENERAL INFORMATION:

1. TheU.S. Virginldands maintainsalist of
eligible surplus lines insurers (see Other
Comments section #1).

2. TheU.S. Virgin Idands does not have a Surplus

Lines Association.

3.  TheU.S. Virgin Idands does not have an
Export List.

4. USVA doesnot have an industrial insured

exemption but does recognize the NRRA exempt
commercial purchaser exemption as of 7/21/2011,

although it is not yet codified.
5.  Surpluslinestax: 5% of quarterly gross

premiums less returns, payable by licensed surplus
lines broker on or before the first day of February,

May, August and November of each year.

ELIGIBILITY AND FILING REQUIREMENTS
(ALL INSURERS):

Premium report

Annual renewal fee: $350
Annual report

Certificate of Authority: Current

SN .

Note: The NRRA restricts the eligibility
requirements a state may impose on nonadmitted
insurers. For nonadmitted insurers domiciled in a
U.S. jurisdiction, a broker is permitted to place
nonadmitted insurance with such insurers provided
they are authorized to write such businessin their
state of domicile and maintain minimum capital and
surplus of $15 million.

For nonadmitted insurers domiciled outside the U.S,,
abroker may place business with such insurers
provided the insurer islisted on the Quarterly Listing
of Alien Insurers maintained by the International
Insurers Department of the NAIC.
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Ocean marine and foreign trade insurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside of the U.S. Virgin
Islands, or on vehicles or aircraft owned and
principally garaged outside of the U.S. Virgin
Islands.

3. Insurance of aircraft owned or operated by
manufacturers of aircraft, or aircraft operated in
scheduled interstate flight, or cargo of the
aircraft, or against liability, other than
employer’sliability, arising out of the
ownership, maintenance, or use of the aircraft.

OTHER COMMENTSOR REQUIREMENTS:

1. U.S Virginldandseligibility list available at
cheryl.nicholls@lgo-vi.gov.

2. Agentsor brokers placing exempted coverages
above are required to maintain a full and true
record, for not less than five years, of each such
coverage as required for surplus lines insurance.
The record must be kept available in the U.S.
Virgin Islands for the examination of the
Commissioner of Insurance.

3. Surpluslines brokers must file a quarterly
statement with the Commissioner on or before
the first day of February, May, August, and
November of each year.

4.  Although certain types of insurance are
exempted from surplus lines regulation, the
taxes (5%) on the premiums collected on the
portion of riskslocated in the U.S. Virgin
Islands must be remitted to the Commissioner of
Insurance.

5. Within thirty (30) days after the procuring of
any surplus lines insurance, the surplus lines
broker must execute and shall file with the
Commissioner a written report, which shall
include: the name and address of the insured;
the identity of the insurer or insurers; a
description of the subject and location of the
risk; the amount of premium charged for the
insurance; and such other pertinent information
as the Commissioner may reasonably require.

1.USVvI
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VIRGINIA

GENERAL INFORMATION:

1. Virginiamaintainsalist of eligible foreign surplus

linesinsurers (see Other Comments section #1).

2. Virginiadoes have a Surplus Lines Association
(see Other Comments section #7).

3.  Virginiadoes not have an Export List.

4. Virginiadoes have an industrial insured
exemption (see Appendix C) that will remainin
effect. Asof 7/21/2011, the NRRA exempt
commercial purchaser exemptionis also
effective, although it is not yet codified.

5. Surpluslinestax: 2.25%, (except workers
compensation) payable by broker.

6. Virginiahas not affiliated with any existing
compact (HB 2286) Effective: July 1, 2011.
Virginiarequires every licensed surplus lines
broker or person required to be licensed asa
surplus lines broker to pay the Insurance
Premiums License Tax on each policy of
insurance procured by him during the preceding
calendar year with an insurer not licensed to
transact insurance businessin Virginia. For
policies effective on or after July 1, 2011, such
payments are based on the direct gross premium
income derived from policies for insureds
whose home state is Virginia. See Va. Code
§38.2-4809 for more information.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

An alien insurer is deemed approved by the
Commission if such insurer islisted on the Quarterly
Listing of Alien Insurers maintained by the NAIC.
(838.2-4811D).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Annua Statement/Quarterly Statement: due no
later than March 1 (unless the insurer’ s state of
domicile has established a later filing date)
and/or one month and fifteen days after the end
of the latest quarter showing a minimum of $15
million in capital and surplus. If filed with the
NAIC, then a hard copy is not required.

2. Certificate of Compliance.
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3. VirginiaPlan of Operation (for initial
application). Description of specific plan of
operation in Virginia, including alist of surplus
lines brokers.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Insurance on vessels or crafts, their cargoes,
marine builders' risks, marine protection and
indemnity, or other risks commonly insured
under marine insurance policies, as
distinguished from inland marine insurance
policies. However, other provisions of Title
38.2 of the Code of Virginia may apply.

2. Insurance of therolling stock and operating
properties of railroads used in interstate
commerce or of any liability or other risks
incidental to the ownership, maintenance or
operation of such railroads. However, other
provisions of Title 38.2 of the Code of Virginia
may apply.

3. Industria Insurance.

OTHER COMMENTS OR REQUIREMENTS:

1. Current list of foreign approved insurers
available at Virginia Insurance Department's
website at http://www.scc.virginia.gov/boi/
(follow procedures for the list of surpluslines
carriers; click on "Consumer Home"; select
“Company Lookup,” select “Company”, select
“Surplus Lines Carrier.” A complete list of
foreign surplus lines carriers approved in
Virginiaislisted.

2. Exempted classes of insurance subject to
premium taxes must be placed by a Virginia
licensed surplus lines broker.

3. Broker must have a surplus lines broker license
in home state and compl ete an application.

4. Virginiaalowsasurpluslines carrier to sell
ultralight aircraft insurance as defined by the
Federal Aviation Administration. Ultralight
aircraft owners are required by state financial
responsibility lawsto either carry a $100,000
insurance policy or deposit $50,000 with the
State Treasury.
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A noticein aform prescribed by the
Commission must be given to the insured by the
surplus lines broker procuring the policy or by
any duly licensed property and casualty
insurance agent placing surplus lines business
with the surplus lines broker. The notice must
contain, but not be limited to, statements that
the policy is being procured from or has been
placed with an insurer approved by the
Commission for issuance of surpluslines
insurance in this Commonweal th, but not
licensed or regulated by the Commission and
that there is no protection under the Virginia
Property and Casualty Insurance Guaranty
Association against financial loss to claimants
or policyholders because of the insolvency of an
unlicensed insurer. The notice must also set
forth the name, license number and mailing
address of the broker. The notice must be given
prior to placement of theinsurance. Inthe
event coverage must be placed and become
effective within twenty-four hours after referral
of the business to the surplus lines broker, the
notice may be given promptly following such a
placement. In addition, a copy of the notice
must be affixed to the policy.

As per Administrative Letter 2008-06, surplus
linesinsurers, risk retention groups not
chartered in Virginia, and licensed insurers
transacting the business of insurance with risk
purchasing groups not domiciled in Virginiaare
only required to use Virginia automobile
standard formsiif the insurer, on behaf of its
insured, files an SR-22 or FR-44 with the
Virginia Department of Motor Vehiclesin order
to comply with Virginia's financial
responsibility laws. Consequently the Bureau of
Insurance has withdrawn Administrative Letter
1995-4, which required surplus linesinsurersto
use the automobile standard forms without
exception.
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However, the following entities must always use
Virginia automobile standard forms, and any
additional provisions or coverages more
favorable than those in the automobile standard
forms used by these entities must be approved
by the Bureau as set forth in § 38.2-2223 of the
Code of Virginia
» A risk retention group chartered in Virginia; or
e A licensed insurer that transacts the
Business of insurance with arisk purchasing
group domiciled in Virginia.
The Virginia Surplus Lines Association isa
private organization and not sanctioned by the
State Corporation Commission. Contact
information is as follows. Greg P. Provenzo,
c/o Atlantic Specialty Lines, Inc.,
gregpov@atlanticspecial.com.
Effective July 1, 2008, the Virginialegislature
eliminated the due diligence requirement that
surplus lines brokers attempt to procure
insurance from alicensed insurer before he
provides a surplus lines policy. An affidavit
affirming that notice has been given to the
insured that the insurance is not placed with a
Virginialicensed insurer must still be filed
within the Virginia State Corporation
Commission within 30 days after the end of
each quarter.

1.VA
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WASHINGTON

GENERAL INFORMATION:

1. Washington does not maintain alist of eligible
surpluslinesinsurers.

2. Washington does have a Surplus Lines
Association (see Other Comments section #3).

3. Washington does not have an Export List.

4.  Washington does not have an industrial insured
but does recognize the NRRA exempt
commercial purchaser exemption (8 48.15.010).

5.  Surpluslinestax: 2%, payable by surpluslines
broker, plus 0.10% stamping fee.

6. Washington has not affiliated with any existing
compact (HB 1694). Washington has adopted
enabling legislation, but has not entered into any
tax sharing arrangement with other states. If
Washington state is the home state of the
insured, the tax is computed on the entire
premium, without regard to whether the policy
coversrisks or exposures that are located in
other states. The commissioner will issue
additional guidance if and when Washington
enters into a multi-state compact.

ELIGIBILITY AND FILING REQUIREMENTS
(ALL INSURERS):

Washington will not be imposing fees for eligibility.
Insurers should submit annual and quarterly filingsto
the stamping office, the Surplus Line Association of
Washington. Contact information and service of
process should be sent to Washington DOI as well as
the stamping office.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Alien insurers must be on the Quarterly Listing of
Alien Insurers maintained by NAIC.
§48.15.090(1)(b).

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

Surplus lines brokers may not place coverage with a

nonadmitted insurer unless, at the time of placement,

the nonadmitted insurer:

. Is authorized to write such insurancein its
domiciliary jurisdiction; and
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. Possesses capital and surplus, or its equivalent
under the laws of its domiciliary jurisdiction that
equals the greater of the minimum capital and
surplus requirements under the laws of
Washington or $15 million.

§ 48.15.090(1)(&)(i).

The commissioner may waive the minimum capital and
surplus requirement for a nonadmitted insurer if he
makes an affirmative finding of acceptability after
considering: quality of management, capital and
surplus of a parent company, company underwriting
profit and investment trends, market availability, and
company record and reputation within the industry. §
48.15.090(1)(a)(ii). The commissioner may not make
afinding of acceptability if the insurer’s capital and
surplusis under $4.5 million. § 48.15.090(2)(a)(ii).

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1. Ocean marine and foreign trade insurances.

2. Insurance on subjects located, resident, or to be
performed wholly outside of Washington or on
vehicles or aircraft owned and principally
garaged outside of Washington.

3. Insurance on operations of railroads engaged in
transportation in interstate commerce and their
property used in such operations.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft, or aircraft operated in
scheduled interstate flight, or cargo of the
aircraft, or against liability, other than workers
compensation and employer’s liability, arising
out of the ownership, maintenance, or use of the
aircraft.

OTHER COMMENTSOR REQUIREMENTS:

1. If dienisnot on NAIC List, broker must be
satisfied that insurer is financially sound.

2. Policy filings and surplus lines broker certificates
must be filed with the Surplus Line Association
within 60 days of procurement.

3. Contact information for the Surplus Line
Association of Washington is as follows:

Robert R. Hope, Manager
Surplus Line Association of Washington
1710 One Union Sgquare

1.WA



600 University Street

Seattle, Washington 98101-1129

Tel.: (206) 682-3409

Fax.: (206) 623-3326

Email: bob@surpluslines.org
Non-resident surplus line broker license may be
issued: 1) if the laws of the state, province or
domicile of the non-resident extend a similar
privilege to residents of Washington; and 2) the
non-resident must meet the same qualifications,
other than residency, as any other person
seeking to be licensed as a surplus line broker
under RCW 48.15.

A non-resident surplus lines broker has all the
same responsibilities as any other surpluslines
broker and is subject to the commissioner’s
supervision and rules adopted under RCW
48.15.

Every insurance contract, including those
evidenced by a binder, procured and delivered
as a surplus lines coverage must have a
conspicuous statement stamped upon its face,
which must beinitialed by or bear the name of
the surplus lines broker who procured it, as
follows:

© 2014 Edwards Wildman Palmer LLP
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“Thiscontract isregistered and delivered asa
surplusline coverage under the insurance
code of the state of Washington, Title 48RCW.
It isnot protected by any Washington state
guar anty association law.”

Surplus lines brokers are no longer required to
submit full copies of the policies when filing; but
are required to submit the following documents
with a certification form to Surplus Lines
Association of WA:

» Policy declarations, certificate or covernote
declarations

o Supplemental declarations

« Schedule of forms and endorsements

» Copiesof service of suit endorsement.

If policy documents are not available within 60
days, broker should complete the certification
form and file these policy documents upon
receipt.
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WEST VIRGINIA

GENERAL INFORMATION:

1. West Virginiadoesmaintain alist of eligible
surplus lines insurers (see Other Comments
Section #1).

2. West Virginiadoes have a Surplus Lines
Association.

3. West Virginia does have an Export List (see
Other Comments section #1).

4. West Virginiadoes have an industrial insured
exemption applicable to captive insurers only (see
Appendix C) and has also adopted the NRRA
exempt commercial purchaser exemption (§ 33-
12C-3(f)).

5.  Surpluslinestax: 4.55%, collected and remitted
to Commissioner by surpluslineslicensee. The
surpluslines tax isimposed on gross fees charged
to the policyholder in addition to net premiums.

6. West Virginia has not affiliated with any existing
compact (SB 435) Effective: July 1, 2011.
Currently, West Virginia uses home state taxation.

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

1. Application.
2. Plan of Operation.
3.  Regualification Fee: $100.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

1. NAIC Ligting.

2. Current Certificate of Authority from the
Insurance Regulatory Authority in jurisdiction
of domicile.

3. Attestation of Filing of 11D Financial For mat.

4. Description of products to be sold in West Virginia

(Form SL-2) and proposed business plan if
amended or changed from the initial filing.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERS ONLY):

1. Certificate of Authority from the Insurance
Regulatory Authority in state of domicile.

2. Capital and Surplus of no lessthan
$15,000,000.

3. Annual Statement: Signed with Jurat page.

© 2014 Edwards Wildman Palmer LLP
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TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Transactionsin West Virginiarelative to a policy
issued or to be issued outside West Virginiainvolving
insurance on cargo vessels, their craft or hulls, their
cargoes, marine builder’ s risks, marine protection and
indemnity or other risks, including strikes and war
risks, commonly insured under ocean or wet marine
forms of policy.

OTHER COMMENTSOR REQUIREMENTS:

1.  West Virginiadigibility and export lists are
available at
http://www.wvinsurance.gov/company.aspx.

2. Surpluslines licenses may procure insurance
from unlicensed insurers if the businessis not
procurable from a licensed company.

3. Insurer must be solvent.

4. Thesurplusline broker may charge the
prospective policyholder afee for the cost of
underwriting, issuing, processing, inspecting,
servicing or auditing the policy for placement
with the excess line insurer if:

o Theserviceisrequired by the excessline
insurer.

o Theserviceisactualy provided by the
surplus line licensee or the cost of the
service is actually incurred by the surplus
line licensee.

» Theprovision or cost of the serviceis
reasonable, documented and verifiable.

5.  West Virginia essentially adopted the NAIC
Nonadmitted Insurers Model Act effective
6/5/03. The legidation amended and reenacted
the West Virginia Surplus Lines — Nonadmitted
Insurance Act by substituting 88 33-12C-1
through 33-12C-29 for the former §§ 33-12C-1
through 33-12C-15. The new provisions are
significantly different from the prior law.

6. Effective 1/1/05, the countersignature

requirements of West Virginia Code § 33-12C-
24 are no longer required.
7. Inquiries may be directed to:
Financial Conditions Division
P.0.Box 50540
Charleston, WV 25305-0540
Phone: 304-558-2100
Fax: 304-558-1365
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Email: wvtxsection@wvinsurance.gov
The surpluslines licensee shall give the
following consumer notice to every person
applying for insurance with a nonadmitted
insurer. The notice shall be printed in sixteen-
point type on a separate document affixed to the
application. The applicant shall sign and date a
copy of the notice to acknowledge receiving it.
The surplus lines licensee shall maintain the
signed notice initsfile for a period of ten years
from expiration of the policy. The surpluslines
licensee shall tender a copy of the signed notice
to theinsured at the time of delivery of each
policy the licensee transacts with a nonadmitted
insurer. The copy shall be a separate document
affixed to the palicy.

“Notice: 1. Aninsurer that isnot licensed in
this stateisissuing the insurance policy that
you have applied to purchase. These
companies ar e called “nonadmitted” or
“surpluslines’ insurers. 2. Theinsurer isnot
subject to the financial solvency regulation
and enfor cement that appliesto licensed
insurersin thisstate. 3. Theseinsurers
generally do not participatein insurance

guar anty funds created by statelaw. These
guar anty fundswill not pay your claims or
protect your assetsif theinsurer becomes
insolvent and isunable to make payments as
promised. 4. Some states maintain lists of
approved or eligible surpluslinesinsurersand
surpluslines brokers may use only insurerson
thelists. Some statesissue ordersthat
particular surpluslinesinsurerscannot be
used. 5. For additional information about the
above mattersand about theinsurer, you
should ask questions of your insurance agent
or surpluslineslicensee. You may also
contact your insurance commission consumer
help line.”
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No contract of insurance placed by a surplus
lineslicensee in West Virginia shall be binding
upon the insured and no premium or fee charged
shall be due and payable until the surplus lines
licensee shall have notified the insured in
writing, in aform acceptable to the
commissioner, a copy of which shall be
maintained by the licensee with the records of the
contract and available for possible examination,
that:

o Theinsurer with which the licensee places
the insurance is not licensed by this state and
is not subject to its supervision; and

« Inthe event of the insolvency of the surplus
linesinsurer, losses will not be paid by the
state insurance guaranty fund.

o Nothing herein contained shall nullify any
agreement by any insurer to provide
insurance.

Eligibility, filing requirements and attestation

forms can be found on the WVDOI website at

wWww.wwinsurance.gov by clicking on Insurance

Company Information, then click “Forms”.

Each surplus lines insurance policy or evidence

of insurance shall have printed or stamped in

contrasting color on the front page the following
statement:

THISCOMPANY ISNOT LICENSED TO
DO BUSINESSIN WEST VIRGINIA AND IS
NOT SUBJECT TO THE WEST VIRGINIA
INSURANCE GUARANTY ACT.

1.wyv
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WISCONSIN

GENERAL INFORMATION:

1. Wisconsin doesnot maintain alist of eligible
surplus lines insurers (see Other Comments
section #2).

2. Wisconsin does not have a Surplus Lines
Association.

3. Wisconsin does not have an Export List.

4.  Wisconsin does not have an industrial insured
exemption but has adopted the NRRA exempt
commercia purchaser exemption.

5.  Surpluslinestax: 3% payment isthejoint
responsibility of the broker and policyholder.

6. Wisconsin has not affiliated with any existing
compact but has taken legislative action to
comply with NRRA.

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERS ONLY):

Wisconsin may not prohibit a surplus lines broker
from placing nonadmitted insurance with, or
procuring nonadmitted insurance from, a nonadmitted
alien insurer that islisted on the Quarterly Listing of
Alien Insurers maintained by the International
Insurers Department of the NAIC.

ELIGIBILITY AND FILING REQUIREMENTS
(FOREIGN INSURERS ONLY):

Wisconsin may not impose eligibility requirements
on, or otherwise establish eligibility criteriafor,
nonadmitted insurers domiciled in aU.S. jurisdiction,
except:

« Wisconsin may require that the insurer be
authorized to write the type of insurancein its
domiciliary jurisdiction; and

« Wisconsin may require that the insurer have
capital and surplus or its equivalent under the
laws of its domiciliary jurisdiction which equals
the greater of:

0 The minimum capital and surplus
requirements under the law of Wisconsin; or
o $15,000,000

The insurance commissioner may waive the minimum

capital and surplus requirements above if the

commissioner makes an affirmative finding of
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acceptability after considering: quality of
management, capital and surplus of a parent
company, company underwriting profit and
investment trends, market availability, and company
record and reputation within the industry. The
commissioner may not make a finding of
acceptability if theinsurer’s capital and surplusis
under $4.5 million.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

Wisconsin lists types of insurance that cannot be
written by unlicensed insurers. Such prohibited
coverages include title, mortgage guaranty insurance,
or workers compensation insurance.

OTHER COMMENTS OR REQUIREMENTS:

1. Further information at
http://oci.wi.gov/pub_list/pi-026.htm.

2. Section 618.41 (6)(d), Wis. Stat., states that the
Commissioner may issue lists of unauthorized
nondomestic insurers (surplus lines carriers) he
or she believesto bereliable and solid. 1n 2004,
the Wisconsin Insurance Commissioner
determined that he could no longer provide the
lists contemplated in s. 618.41 (6)(d), Wis. Stat.,
and would no longer evaluate financial
statements submitted to the Commissioner's
office for that purpose.

3. Every new or renewal insurance policy procured
and delivered in Wisconsin shall bear the name
and address of the insurance agent or broker
who procured it and, except for ocean marine
insurance, shall have stamped or affixed upon it
thefollowing: “Thisinsurance contract is
with an insurer which has not obtained a
certificate of authority to transact regular
insurance businessin the state of Wisconsin,
and isissued and delivered asa surplusline
coverage pursuant to s. 618.41 of the
Wisconsin Statutes. Section 618.43(1),
Wisconsin Statutes, requires payment by the
policyholder of 3% tax on gross premium.”
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WYOMING

GENERAL INFORMATION:

1. Wyoming doesnot maintain alist of eligible
surpluslinesinsurers.

2. Wyoming does not have a Surplus Lines
Association.

3. Wyoming does have an Export List (see Other
Comments section #1).

4. Wyoming does have an industrial insured

exemption (see Appendix C) which will remainin

effect. Asof 7/21/2011, the NRRA exempt

commercia purchaser exemption is also effective.

Surpluslinestax: 3%, payable by broker.

Wyoming has adopted NIM A (HB 242) Effective:

July 1, 2011..

o u

ELIGIBILITY AND FILING REQUIREMENTS (ALL
I NSURERS):

Wyoming does not require foreign or alien insurersto
provide financial information or remit an application or
renewing fee but defers to the NRRA for minimum
eligibility standards for both foreign and alien surplus
linesinsurers.

ELIGIBILITY AND FILING REQUIREMENTS (FOREIGN
INSURERSONLY):

W.S. § 26-14-107(f) A nonadmitted insurer eligible to
place surplus lines insurance or independently procured
insurance shall:
(i) Beauthorized to write the kind of insurancein
itsdomiciliary jurisdiction;
(ii) Have established satisfactory evidence of good
repute and financial integrity; and
(iii) Bequalified under one (1) of the following
subparagraphs:

a) Have capital and surplus or its equivalent
under the laws of its domiciliary
jurisdiction which equals the greater of:

I. The minimum capital and surplus
reguirements under the law of this
state; or

Il. Fifteen million dollars
($15,000,000.00).
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b) The requirements of subparagraph (A) of
this paragraph may be satisfied by an
insurer's possessing less than the minimum
capital and surplus upon an affirmative
finding of acceptability by the
commissioner. The finding shall be based
upon such factors as quality of
management, capital and surplus of any
parent company, company underwriting
profit and investment income trends,
market availability and company record
and reputation within the industry. In no
event shall the commissioner make an
affirmative finding of acceptability when
the nonadmitted insurer's capital and
surplusisless than four million five
hundred thousand dollars ($4,500,000.00);

ELIGIBILITY AND FILING REQUIREMENTS (ALIEN
INSURERSONLY):

For an insurer not domiciled in the United States or its
territories, the insurer islisted on the quarterly listing of
alien insurers maintained by the NAIC International
insurers department.

TYPESOF INSURANCE EXEMPTED FROM SURPLUS
LINESREGULATION:

1.  Wet marine and transportation insurance.

2. Insurance on subjects located, resident, or to be
performed wholly outside of Wyoming or on
vehicles or aircraft owned and principally garaged
outside Wyoming.

3. Insurance on operations of railroads engaged in
transportation in interstate commerce and their
property used in such operations.

4. Insurance of aircraft owned or operated by
manufacturers of aircraft, or aircraft operated in
scheduled interstate flight, or cargo of the aircraft,
or against liability, other than workers
compensation and employer’ s liability, arising out
of the ownership, maintenance, or use of the
aircraft.
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OTHER COMMENTS OR REQUIREMENTS:

1

Insurance coverages available for export in
Wyoming include: liquor dealers liability, lawyers
professional liability, accountants professional
liability, architects and engineers professional
liability, and pension and welfare fund fiduciary
responsibility insurance.

Broker must ascertain financial condition and
compliance with trust requirements before placing
insurance with that insurer.

NAIC listing makes alien company automatically
digible.

For more information, contact Wyoming Insurance
Department’ s website at
http://sites.google.com/a/wyo.gov/doi/industry/surp
lus-lines.html .

The Wyoming DOI issued a Memorandum in 2013
stating that all single-state policies issued or
renewed on or after April 1, 2013, and any
subsequent endorsements to those policies, shall be
filed with the NIMA surplus lines clearinghouse.
Surplus lines filers were to begin filing transactions
with the clearinghouse on April 1. Single-state
policies with an effective date before April 1, or
endorsements on those policies, will continue to be
filed with the Wyoming Insurance Department until
renewal.

© 2014 Edwards Wildman Palmer LLP
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Any insurance contract procured and delivered as a
surplus lines coverage pursuant to this chapter shall
have stamped or printed upon it, in at least ten (10)
point bold type font, the name and address of the
surplus line broker who procured the coverage, and
the following: "Thisinsurance contract isissued
pursuant to the Wyoming Insurance Laws by an
insurer neither licensed by nor under the
jurisdiction of the Wyoming I nsurance
Department. In the event of insolvency of the
surpluslinesinsurer, losses will not be paid by
the Wyoming Insurance Guar anty Association."
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APPENDIX A
SURPLUSLINESTAX LAWSBY STATE

State Statutory Citation To Tax Rate Applied
Insurance Code
Alabama §27-10-31 6% (annually)
Alaska §21.09.210 2.7% (+1% filing feg)
§21.34.180 0.75% (wet marine) (quarterly)
§21.34.190
Arizona §20-415 3% (semi-annually) (+ 0.20% stamping fee).
§20-416(a) Multi-state risks (quarterly).
Arkansas §23-65-315 4% (within 60 days after surplus lines insurance
written)
California 817755 3% (+ stamping fee of .2%)
§1780.56(b) (60 days or annual based on prior year tax amount
paid).
Colorado 810-5-111 3%
Connecticut §38a-743 4% (quarterly)
Delaware 81925 3%
District of Columbia  §31-2502.40 2% (semi-annually)
Florida §626.932 5% (not wet marine and transportation)
§626.921(f) (Note: The service fee charged by the FSLSO

will be decreased from 0.2% to 0.175%
effective April 1, 2014. All new and renewal
policies/certificates with an effective date on or
after April 1, 2014 will incur a service fee of
0.175% of the total gross premium as defined
in Florida Statute 626.9325. All new and
renewal policies/certificates with an effective
date prior to April 1, 2014 will incur a service
fee of 0.2% of the total gross premium. The
service fee percentage charged on the premium
is based on the effective date of the policy.
The FSLSO service feeis applicable to single
state Florida policies only).
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State Statutory Citation To

Tax Rate Applied

Insurance Code

Georgia 833-5-31 4% (quarterly)

Hawaii §431:8-315 4.68% (quarterly)

Idaho §41-1229 1.50% (+ stamping fee of 0.25%) (annually)

Illinois 5/445 3.5% (+ 0.1% stamping office feg)

(1% fire marshal tax) (semi-annually)

Indiana §27-1-15.8-4 2.5% (semi-annually)

lowa 8507A.9 1.00% (annually)

§432.1(4)(a)

Kansas 840-246¢ 6% annually (out of state within 120 days of writing
risk)

Kentucky §304.10-180 3% plus 1.8% surcharge, payable by broker (annually)

Louisiana §22:439 5% (quarterly)

Maine Title 24-A 82016 3% of difference between gross premiums and return

Title 36 82513 premiums (within 45 days of end of each quarter and
annually)

Maryland 83-324, §3-325 3% (quarterly and semi-annually)

M assachusetts Oh. 175 8168 4% (annualy)

Oh. 175 8169

Michigan §500.1905(3)(d) 2% (+ regulatory fee of 0.5% on premiums written in
the state) (semi-annually)

Minnesota §2971.05(7)(a) 3%, less returns and dividends, plus .08% stamping
fee (.06% for transactions with an effective date on
or after 1/1/2013) (payable by individua licensee bi-
annually)

Mississippi §83-21-25 4% premium tax plus 3%, wind pool fee (reduced
from 5% to 3% eff. 7/1/2012), plus 0.25% stamping
fee, payable by broker or agent.

Missouri §384.059, §384.061 5% (annualy)

Montana §33-2-311, §33-2-705(2), 2.75%, plus 0.25% stamping fee (0% stamping fee if

§33-2-321, §50-3-109(1) policy isfiled electronically) and 2.5% additional
tax on fire portions of surplus lines payments
(annually).
Nebraska 844-5506 3% (+ additional tax up to 0.75% on fire peril lines)
§81-523 (quarterly)
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State

Statutory Citation To

Tax Rate Applied

Insurance Code
Nevada §685A.180(1) 3.5% (+ 0.4% stamping fee applicable to al premiums)
§680B.027(1) (quarterly) (Penalty of $50 for late filing).

New Hampshire 8405:29 3% (annually)

New Jer sey 8§17:22-6.59 5% (quarterly)

New Mexico 8§59A-6-2 3.003% (quarterly)

New York §21 18(d)(2) 3.6% (+ 0.2% stamping fee payableto ELANY on all
excess lines placements) (Additional fee of $25 for
late/erroneous filing).

North Carolina §58-21-85 5% (filing dates vary for resident and non-resident
agents)

North Dakota §26.1-03-17 1.75% (annually)

§26.1-44-06
Ohio §3905.36 5% (annually before March 31)
Oklahoma 36 88629 6% (on or before end of month following calendar
1115 quarter) If premium tax of previous year greater than
$1000, remit quarterly estimates.

Oregon §731.820(1) 2% payable by broker, and an additional 0.3% on

§735.470 “fire” related coverages payable by broker, plus $15
flat samping fee applicable for each new or renewal
(not endorsement) transaction.
Pennsylvania 840 §991.1621 3% (+ $25 stamping fee) (annually) (Note: samping
fee becomes $50 per origindl filing if received after 45
days from effective date of palicy).
Puerto Rico T.26 §1013 9% (within 60 days)
Rhode ldand §27-3-38(d) 4% (quarterly estimate, plus annual broker report).
South Carolina 2012 S.C.Act 283 6% blended rate, paid by broker online to the South
CarolinaDOI. The 2% municipa businesstax no
longer applies.
South Dakota 858-32-44 refersto 2.5% payable by broker
Title 10 (Taxation) 3% for fire insurance (annually, except if more than
§10-44-2(3) $5,000 of surpluslines premium tax, then quarterly)
810-44-9

Tennessee §56-14-113 5% on gross premiums (less return premiums where
856-4-206 the insurance covers an insured where the home state

is Tennessee).
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State Statutory Citation To Tax Rate Applied
I nsurance Code

Texas Ins. § 225.004 4.85% (+ stamping fee of .06%)

Utah R 590-157-5 4.25% (+ 0.15% stamping office fee) (not ocean
§31A-3-301 marine insurance) (due 25th day of the following
§31A-15103 month closing the quarter)

Vermont T.8 85035 3% (quarterly)

U.S. Virgin Isands T.22 8662(a) 5% (quarterly)

T.22 §603(b)

Virginia §38.2-4809(A)(2) 2.25% (except workers compensation) (quarterly if
refers to Article 1, premium tax liability is expected to exceed $1,500)
Title 58.1-2500 et seq.
(Taxation)
§58.1-2501(A)(1)

Washington §48.14.020 2% (+0.10% stamping fee)
§48.15.120 (annually by March 1).

West Virginia 833-12C-7 4.55% (quarterly)

Wisconsin §618.43 3% (annual by March 1).
Ins. Reg. 6.17

Wyoming §26-11-118 3% (annually)
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APPENDIX B

DIRECT PROCUREMENT TAX LAWSBY STATE

| —
Statutory Citation To
State Insurance Code Tax Rate Applied
Alabama §27-10-35(c) 4% (within 30 days)
Alaska §21.33.061(c) 3.7% (annually)
0.75% (wet marine, transportation)
Arizona §20-401.07(a) 3% (annually)(Industrial Insurance only)
Arkansas §23-65-103(c) 2% (within 30 days after insurance
procured, continued or renewed)
California 81760(b) Cal. Ins. Code 3% (Payable on or before the 1% day of the
Cal. Rev. & Tax Code §13201 3" month following the close of any
calendar quarter during which a
Cal. Rev. & Tax Code 813210 nonadmitted insurance contract took effect
or was renewed.)
Colorado §10-3-903(2)(d) 3% (annually)
§10-3-209
§10-3-909
§10-5-111
§10-5-111.5
Connecticut §38a-271 4% (annually)
§38a-277(c) (excluding wet marine and transportation)
Delaware 18 § 1925(b) and (€) 3% (annually)
18 § 1926(d)
Districtcof e e
Columbia
Florida 8626.938(3) 5% plus 0.2% service fee payable to the
FSLSO (decreasing to 0.175% effective
4/1/2014) (Insured must also report the
premium to the FSL SO using forms
designated by the FSL SO or in a computer
readable format.)
Georgia §33-5-33(b) 4% (within 30 days)
Hawaii §431:8-205(c) 4.68% (within 60 days)
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Statutory Citation To

State Insurance Code Tax Rate Applied
Idaho 841-1233 1.5% (within 30 days after insurance
§41-1229 procured, continued or renewed)

Hinois

Indiana  — e

lowa 8507A.9 2% - Prior to 2004

§432.1 (4)(a) - (¢) 1.75% - 2004
1.50% - 2005
1.25% - 2006
1% - 2007 and subsequent calendar years
Kansass e e
K entucky 8304.11-030 2% (annually)
8304.11-050(1)
Louisiana §22:439 5% (quarterly at the annual rate)
Maine Title 24-A 3% payable by insured
Title 36 § 2531(2)
Maryland 84-210 3% (annually)
84-211(b)(1)

Massachusetts - e

Michigan 8500.1951 2%

0.5% (regulatory fee) (within 30 days)

Minnesota 860A.19(8) 2% (annually) (except life insurance)

§2971.05 (subd. 7) (b)

M ississippi 883-5-61 4% premium tax and 5% nonadmitted
policy fee (for policiesissued or renewed
on or after 3/11/11; 3% for policiesissued
against fire, lightning or tornado)

Missouri §384.051(6) 5% (annually)

M ontana 833-2-705 2.75% (annually)

Nebraska 844-5515, §44-5506(4)(a) 3% (quarterly) (only with respect to exempt
commercia purchasers)

Nevada 8680B.040 3.5% (within 30 days)

8680B.027(1)

New Hampshire 8405-B:6 4% (annually)

8406-B:17(111) 2% (marine)
8406-B:17-a
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Statutory Citation To

State Insurance Code Tax Rate Applied
New Jer sey §17:22-6.64 5% (within 30 days)
New M exico §59A-6-2 3.003% (within 90 days)
§59A-14-1
§59A-15-2
§59A-15-4
New York N.Y. Tax Law §1551 3.6% (within 60 days after end of quarter in

N.Y. Tax Law §1554

which business was procured)

North Carolina §58-28-5(b) 5% (within 30 days)
0,
North Dakota §26.1-44-10 1.75% (annually)
§26.1-44-03.1
Ohio §3905.36 5% (annually)
Oklahoma §1115(B)(1) 6% (annually)
Oregon §735.417 20 payable by insured, and an additional
§735.470 0.3% on “fire” related coverages, payable
by insured. (Insured must also file awritten
report with Oregon Director, within 30 days
after insurance was procured, showing name
and address of insurer; the subject of the
insurance; the amount of the premium
charged; and any additional pertinent
information reasonably requested by the
Director).
Pennsylvania §40-15-122(b) 3% (within 30 days)
Puerto Rico T.268702 4% (1% on annuity renumeration) (only
T.2681020 appliesto insurers)
15% (for domestic brokers transacting
insurance with unauthorized insurers, but
not with eligible surplus lines brokers)
Rhode | sand §27-3-38.1 4% (Insured must also file written report
with the tax administrator, in aform that he
or she may prescribe, within 30 days after
the date the insurance was procured,
continued or received).
South Carolina
South Dakota §58-32-47 2.5% (within 30 days)
§58-32-50
Tennessee - e
Texas §226.053(a) 4.85% (annually)
Utah §31A-15-104 4.25% (within 60 days)
§31A-3-301

(excluding ocean marine, insurance
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Statutory Citation To

Department within 30, 60 or 90 days.
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State Insurance Code Tax Rate Applied
premiums paid by institutions within the
state system of higher education, and
annuities)
Vermont 85036(d) 3% (annually)
U.S. Virgin Idands 8603(b) 5% (quarterly)
Virginia §38.2-1802(A) -
Washington ~ -— e
West Virginia  -— e
Wisconsin 8618.42 3% (within 60 days)
§618.43(1)(a)
0,
Wyoming §20-11-118 3% (annually)
§26-11-124
Notes:
1 Direct Procurement Taxes are calculated in most states as a percentage of gross premiums.
2. In most of the states, written reports of direct placements are required to be filed with the Insurance
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APPENDIX C
I NDUSTRIAL |NSURANCE —EXEMPTIONSBY STATE

|
Industrial Insured Statutory Statutory Statutory Reference To Exempt
State : Reference To .
Requirements Commerical Purchaser
I nsurance Code
Alabama 1) Insurance procured through full-time §27-10-20(2) Not codified.
insurance manager or buyer, or regularly and
continuously retained qualified insurance
consultant;
2) Minimum $25,000 aggregate annual
premiums on all risks other than workers
compensation and group insurance; and
3) Minimum 25 employees.
Alaska® No AS §21.34.020(C)
3 AAC 29.545

An exempt commercial policyholder
isan entity that has sufficient
insurance buying expertise to
negotiate with insurersin alargely
unregul ated environment and that
meets any two of the following
criteria:

(1) has net worth of over $30
million;

(2) has net revenues or sales of over
$75 million;

(3) has more than 300 employees
per individual company or 800 per
holding company aggregate;

(4) procuresits insurance through
use of arisk manager, employed or
retained;

(5) collects annual aggregate
premiums of over $250,000;

(6) isanonprofit or public entity
with an annual budget or assets of at
least $30 million;

(7) isamunicipality with a
population of over 25,000.

Also under §21.34.900(13); Bulletin
B 11-03 (July 22, 2011) AK
recognizes the ECP definition under
NRRA.

© 2014 Edwards Wildman Palmer LLP
Revised, 1/2014
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State

Statutory

Industrial Insured Statutory Reference To

Requirements

Insurance Code

Statutory Reference To Exempt
Commerical Purchaser

Arizona

1) Insurance procured through qualified risk  §20-401.07(C)
manager;
2) Minimum $100,000 aggregate annual

gross premiums for insurance on all property
and casualty risks; and
3) Mesets at least one of the following
criteria
a) Minimum $20 million net worth;
b) Minimum $50 million net revenues or
sales;
¢) Minimum 500 full-time employees
per individual company or 1,000 full-
time employees per holding company;
d) municipality with a minimum
population of 50,000
€) nonprofit or public entity with a
minimum $30 million in expenditures

Qualified risk manager has the same
definition as the NRRA.

Arizona s exemption for industrial insureds
is the same exemption as under the NRRA,
Bulletin 2011-06 (June 28, 2011).

3% (annually). §20-401.07(A).

Arizona uses the term

“industrial insured,” rather than
“exempt commercial purchaser.”

Bulletin 2011-06 (June 28, 2011)

Arkansas®

1) Insurance procured through full-timerisk ~ §23-63-
manager or insurance manager or utilizesthe  1601(12)
services of aregularly and continuously

qualified insurance consultant;

2) Minimum $25,000 aggregate annual

premiums for insurance on all risks; and

3) Minimum 25 full-time employees.

Subject to taxes specific to captives under
§23-63-1614.

§23-65-304(5), §23-65-305
Same as NRRA.

Subject to 2% tax (within 30 days
after insurance procured, continued
or renewed) (includes surpluslines
insurance when procured without
use of asurplus lines broker). 8§23-
65-103(c).

California

3

1) Employsat least 25 employees on
average during the prior 12 months;

§1764.1(c)(1)

2) Minimum $25,000 aggregate annual
premiums for insurance on all risks other
than workers compensation and health
coverage; or insurance procured through
full-time insurance manager or
“continuously retained insurance
consultant.”

“Continuously retained insurance
consultant” does not include:

a) any agent or broker through whom the
insurance is being placed,;

b) any subagent or subproducer involved

Not codified.

© 2014 Edwards Wildman Palmer LLP
Revised, 1/2014

4.2



Industrial Insured Statutory Statutory

Statutory Reference To Exempt

State . Reference To :
Requirements Commerical Purchaser
Insurance Code
in the transaction; or
c) any agent or broker whichisa
business organization employing or
contracting with any person mentioned in
clauses (a) and (b).

Colorado 1) Insurance (excluding life and annuity §10-3-910(2) Not codified.
contracts) procured through full-time
insurance manager or buyer, or regularly and
continuously retained qualified insurance
consultant who does not receive commission
or compensation for placing the risk;

2) Minimum $100,000 aggregate annual
premiums on al risks; and
3) Minimum 100 full-time employees.

Connecticut 1) Insurance procured through full-time §38a-271(b)(6) Conn. Gen. Stat. § 38a-741(b)(2);
insurance manager or buyer, or regularly and Bulletin SL-2 (July 18, 2011)
continuously retained qualified insurance Same as NRRA
consultant; and
2) Minimum $50,000 aggregate annual
premiums (excluding life, accident and
health insurance).

Delawar e® 1) Insurance procured through full-time §6902(16) §1914(b); Surplus Lines Bulletin 9
insurance manager or buyer; and (August 16, 2011)

2) Minimum $25,000 aggregate annual Same as NRRA

premiums for insurance on all risks; and Subject to 2% tax for new and

3) Minimum 25 full-time employees. renewal policieswith an effective

No information regarding taxes. date on or after July 21, 2011,
Surplus Lines Bulletin 9 (August

Subject to taxes specific to captives under 16, 2011).

86914.

District of No Not codified.

Columbia

Florida No. §626.938 Industrial exemption/not codified.

Recognizes |ndependently Procured
coverage.

Georgia® 1) Insurance procured through full-time §33-41-2(5) §33-5-20.1(1); Bulletin 11-EX-3

insurance manager, risk manager or
insurance buyer, or through licensed
property and casualty agent, broker or
counselor;

2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and

3) Meets one of the following criteria:
a) Minimum 25 full-time employees;
b) Minimum $3 million gross assets; or
¢) Minimum $5 million annual gross
revenues.

(September 12, 2011)

Same as NRRA

Subject to 4% tax (within 30 days).
§33-5-33(a); Bulletin 11-EX-3
(September 12, 2011).

© 2014 Edwards Wildman Palmer LLP
Revised, 1/2014
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Industrial Insured Statutory Statutory

Statutory Reference To Exempt

State Requi Reference To .
equirements Commerical Purchaser
Insurance Code
Subject to taxes specific to captives under
§33-41-22.
Hawaii No 8431:8-102; Memorandum 2011-4E
(October 18, 2011)
Same as NRRA
Subject to 4.68% tax (within 45
days after the end of the calendar
quarter in which the insurance was
procured, continued, or renewed).
§431:8-205(b) and (c);
Memorandum 2011-4E (October
18, 2011).
Idaho No 841-1213(5)(a) and (b); Bulletin 11-
08 (November 28, 2011)
Same as NRRA
“Commercial insurance” defined as
“property and casualty insurance
pertaining to a business, profession,
occupation, nonprofit organization
or public entity.” 8§41-1213(5)(c).
Subject to 1.5% tax for policies new
and renewal policies with an
effective date on or after July 1,
2011 (within 30 days after insurance
procured, continued or renewed).
§41-1233(1) and (3); 41-1229(1).
Ilinois'® 1) Insurance (excluding life and annuity 5/121-2.08 § 215 |LCS 5/1445; Company
contracts) procured through full-time 5/123C-1(F) Bulletin 2011-9 (July 13, 2011)
insurance manager or buyer, or regularly and Same as NRRA
continuously retained qualified insurance
consultant;
2) Minimum $100,000 aggregate annual
premiums on all risks except for life and
accident and health insurance; and
3) Meetsone of the following criteria:
a) Minimum 25 full time employees,
b) Minimum $3,000,000 gross assets; or
€) Minimum $5,000,000 annual gross
revenues.
Indiana 1) Insurance procured through full-time §27-4-5-2(a)(8)  Not codified.

insurance manager or buyer, or regularly
retained and continuously qualified
insurance consultant;

2) Minimum $25,000 aggregate annual
premiums for insurance on all risks;

© 2014 Edwards Wildman Palmer LLP
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State

Industrial Insured Statutory
Requirements

Statutory
Reference To
Insurance Code

Statutory Reference To Exempt
Commerical Purchaser

3) Minimum 25 full-time employees; and
4) Remitsa2.5% tax on all gross premiums
by February 1 along with an affidavit
specifying all transactions undertaken in the
previous year.

lowa

No

Not codified.

K ansas®?

1) Insurance procured through full-time
insurance manager or buyer;

2) Minimum $50,000 aggregate annual
premiums for the kinds of insurance
procured;

3) Minimum 25 full-time employees;

4) Principal activity consists of the
manufacture of a product or products; and
5) Minimum $10,000 contributed to the
capital or surplus of the industrial insured
captive insurance company that insuresits
risks.

§40-4301(¢)

Not codified.

K entucky”

Industrial Insured 1) Insurance (excluding
life and annuity contracts) procured through
full-time insurance manager or buyer, or
regularly and continuoudly retained qualified
insurance consultant;

2) Minimum $25,000 aggregate annual
premiums for insurance on all risks;

3) Minimum 25 full-time employees; and
4) Qualified asanindustrial insured as of
July 1, 1999.

Exempt Commercia Policyholder. Employs
the services of an insurance agent or broker,
procures commercial insurance with the
services of afull-time risk manager, or a
licensed insurance consultant, and:

1) Isacity, county, or urban-county with
minimum population of 50,000 persons, or
the Commonwealth of Kentucky, or a not-
for-profit organization or a public entity with
aminimum $25,000,000 annual budget or
$25,000,000 in assets in the preceding fiscal
year; or
2) Certifiesthat it meets all four (4) of the
following criteria:
(i) Minimum $25,000,000 net worth at the
time the policy of insurance isissued;
(ii) Minimum $50,000,000 net revenue or
salesin the preceding fiscal year;
(ii1) Minimum 100 employees per
individual company or 200 employees per

§304.11-
020(2)(a) and
(c)
§304.49-010(7)
806 KAR
11:010, § 1

§ 304.10.030, § 304.10.040;
Advisory Opinion 2011-04 (June 3,
2011) includes an alternate
definition of ECP

Same as NRRA.

To the extent that a prospective
insured meets either the KY or
Federal definition of an exempt
commercial purchaser, KY's due
diligence requirement is preempted.
The definitions of an exempt
commercial purchaser under NRRA
and an exempt commercial
policyholder under KY law differ
dightly. If an insured meets the
definition of an exempt commercial
purchaser under NRRA, federal law
will govern the multi-state non-
admitted insurance transaction
covering the exempt commercial
policyholder. In thisevent, the
surplus lines broker placing the
coverage must comply with the
taxation requirements applicable to
other multi-state non-admitted
insurance transactions.

© 2014 Edwards Wildman Palmer LLP
Revised, 1/2014
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State

Industrial Insured Statutory
Requirements

Statutory
Reference To
Insurance Code

Statutory Reference To Exempt
Commerical Purchaser

holding company aggregate at the time the

policy of insurance is issued; and

(iv) Minimum $500,000 in annual

aggregate insurance premiumsin the

preceding fiscal year.
Filing Requirement. All industrial insureds
and exempt commercial policyholders must
reapply to the Commissioner of Insurance
for their respective insured status every three
years, on aform the Commissioner of
Insurance shall promulgate by administrative
regulation.
Any industrial insured that filed an affidavit
prior to July 1, 1999 which established it
satisfied the then-existing criteriafor
obtaining that status must reapply for their
status by filing with the Commissioner of
Insurance an "Industrial Insured Affidavit"
(Form11-1 P & C) for his approval,
certifying that the requirements of §304.11-
020(2)(a) continue to be satisfied.

Louisiana®

Meets at least one of the following
requirements:

1) Insurance procured through full-time
insurance manager or buyer;

2) Minimum $25,000 aggregate annual
premium on al risks; or

3) Minimum 25 employees.

Tax of 5% (quarterly). §22:439(B).

§23:1161

Not codified.

Definition in Bulletin 2011-01 is
same as NRRA.

Maine®

1) Insurance procured through full-time
insurance manager or buyer;

2) Minimum $25,000 aggregate annual
premium for insurance on all risks; and
3) Minimum 25 full-time employees.

3% (quarterly). Title 36, A §2531(2) and
).

§2113(3) was repealed eff. July 21, 2011.

§6701(6)

§ 2003(6); Bulletin 378 (June 17,
2011)

Same as NRRA.

Maryland

1) Insurance procured through full-time
insurance manager or buyer, or regularly and
continuously retained qualified insurance
consultant;

2) Minimum $100,000 aggregate annual
premiums for insurance on all risks; or

3) Minimum 25 full-time employees.

3% (semi-annually). §84-210; 4-211(b)(1).

§4-201(a)

§3-301(d); Bulletin 11-26
(September 1, 2011)
Same as NRRA.

M assachusetts No.

§175-168, § 175-224
Varies from NRRA.

© 2014 Edwards Wildman Palmer LLP
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Industrial Insured Statutory

State Requirements

Statutory
Reference To
Insurance Code

Statutory Reference To Exempt
Commerical Purchaser

“Large Commercial Policyholder”
is defined as an insured that has
aggregate property and casualty
insurance premiums of $30,000
excluding workers' compensation,
certifiesthat it has elected to be
treated as a Large Commercial
Policyholders and meets 2 of the
following criteria: (i) net worth of
10M, (ii) net revenue of sales of
$5M, (iii) more than 25 employees
per individual company or more
than 50 employees per holding
company aggregate; (iv) nonprofit
or public entity with an annual
budget or assets of $25M or more,
(v) isamunicipality with a
population of 20,000 or more, or
(vi) retains a risk manager who shall
be a full-time employee or a person

retained by the insured who shall
either be (a) a certified insurance
counselor, (b) a chartered property
and casualty underwriter, (c) an

associate in risk management, (d) a
certified risk manager or (€) a
licensed insurance advisor in
property and casualty insurance.

Michigan® 1) Insurance procured through full-time
insurance manager or buyer;

2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and

3) Minimum 25 full-time employees.

§500.4601(n)

Not codified.

Minnesota No.

860A.196(€)
Same as NRRA.

M ississippi No.

§83-21-23(2)(b); Bulletin 2011-1
(April 11, 2011)
Same as NRRA

Missouri 1) Insurance (excluding life, health and
annuity contracts) procured through full-
time insurance manager or buyer, or an
insurance producer whose services are

wholly compensated by such insured and not

by the insurer;
2) Minimum $100,000 aggregate annual

premiums for insurance, excluding workers

compensation premiums; and
3) Minimum 25 full-time employees.

§375.786(1)(8)

§384.015(5); Bulletin 11-05 (July
21, 2011)

Same as NRRA

© 2014 Edwards Wildman Palmer LLP
Revised, 1/2014
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Industrial Insured Statutory Statutory

Statutory Reference To Exempt

State . Reference To :

Requirements Commerical Purchaser
I nsurance Code

M ontana® 1) Insurance procured through full-time §33-28-101(17)  §33-2-318
insurance manager or buyer; Same as NRRA
2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and
3) Minimum 25 full-time employees.

Nebraska No. Repealed when NRRA was enacted. --- 844-5502(5)(a)

Same as NRRA.

Nevada® 1) Minimum $1,000,000 aggregate annual 8680A.070(9) § 685A.032, § 685A.040
property and casualty premiums (not Same as NRRA, except insured may
including workers' compensation or satisfy a condition for exemption if
industrial insurance); and it is acity whose population is over
2) Minimum 250 full-time employees. 25,000 or a county whose

population is over 20,000.

New 1) Insurance (excluding life and annuity 8406-B:16 VI Not codified.

Hampshire contracts) procured through full-time Definition in Bulletin of August 15,
insurance manager or buyer, or regularly and 2011 isthe same as NRRA.
continuously retained qualified insurance
consultant;

2) Minimum $15,000 aggregate annual
premiums for insurance on all risks; and
3) Minimum 25 full-time employees.
3% of gross premiums charged. 8406-
B:16(VI)(a)

New Jersey (1) who procures the insurance of arisk by §17:47B-1 §11:1-33.2, §11:1-33.3
use of the services of afull time employee Same as NRRA..
acting as an insurance manager or buyer;

(2) who has at least 25 full time employees,
and

(3) whose aggregate annual premiums for
insurance on all riskstotal at least $25,000.
Subject to taxes specific to captives under
817:47B-12.

New M exico 1) Insurance procured through full-timerisk ~ 859A-15- 8§50A-14-2(F)
or insurance manager, or regularly and 2(B)(5) Same as NRRA..
continuously qualified insurance consultant;

2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and

3) Minimum 25 full-time employees.

May be subject to tax under 859A-14-12(C).

New York® 1) Minimum $100 million net worth; §7002(e) §2101(x)(2)

2) Member of a holding company system Same as NRRA.

having minimum $100 million net worth; or
3) The metropolitan transportation authority
and its statutory subsidiaries; or

4) A city with apopulation of one million or
more.

© 2014 Edwards Wildman Palmer LLP
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Industrial Insured Statutory Statutory

Statutory Reference To Exempt

State . Reference To :
Requirements Commerical Purchaser
Insurance Code
Subject to captive franchise taxes under
§7012.
North No. §58-21-16(b)(1)
Carolina Same as NRRA..
North Dakota 1) Insurance (excluding life and annuity §26.1-02-05(9) §26.1-44-01.1(3)
contracts) procured through full-time Same as NRRA..
insurance manager or buyer, or regularly and
continuously retained qualified insurance
consultant;
2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and
3) Minimum 25 full-time employees.
Ohio No §3905.331
Same as NRRA.
Oklahoma®  No §6470.2 36 § 1106.1(B)
§4202 Same as NRRA.
Oregon No - § 735.405(b)
Same as NRRA, except the
following standards are relaxed.
(A) The person possesses a net
worth in excess of $10 million, as
such amount is adjusted pursuant to
section 7 of this 2011 Act.
[reduced from $20 million]
(B) The person generates annual
revenues in excess of $20 million,
as such amount is adjusted pursuant
to section 7 of this 2011 Act.
[reduced from $50 million]
(C) The person employs more than
50 full-time or full-time equivalent
employees for each insured or isa
member of an affiliated group
employing more than 100
employees in the aggregate.
[Reduced from 500 and 1,000
respectively]
Pennsylvania ~ An*“industrial insured” is an insured: 40 P.S. 40 P.S. §991.1610
1) Who procurestheinsurance of any risk 8 46(€)(6) Same as NRRA.

or risks by use of the services of afull-time
employee acting as an insurance manager or
buyer or the services of aregularly and
continuously retained qualified insurance
consultant;

2) Whose aggregate annual premiums for
insurance on all riskstotal at least $25,000;
and

3) Who has at least 25 full-time employees.

© 2014 Edwards Wildman Palmer LLP
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State

Industrial Insured Statutory
Requirements

Statutory
Reference To
Insurance Code

Statutory Reference To Exempt
Commerical Purchaser

Puerto Rico

No

Not codified.

Rhode
Idand®

1) Insurance procured through full-time
insurance manager or buyer, or regularly and
continuously retained qualified insurance
consultant;

2) Minimum $25,000 aggregate annual
premiums (excluding workers' compensation
and group); and

3) Minimum 25 full-time employees.

No information regarding taxes.

1) Insurance procured through full-time
insurance manager or buyer;

2) Minimum $25,000 aggregate annual
premiums; and

3) Minimum 25 full-time employees.
Subject to taxes specific to captives under
827-43.9

§27-16-1.2(a)(8)

§27-43-1(6)
(Relatesto
Captives)

§27-3-38.
Same as NRRA.

South
Carolina®

1) Insurance procured through full-time risk
or insurance manager, or regularly and
continuously qualified insurance consultant;
2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and

3) Minimum 25 full-time employees.

§38-25-150(8)
§38-90-10(16)

8§ 38-45-10, § 38-45-90.
Same as NRRA.

South Dakota

No.

§ 58-24-68

Variesfrom NRRA. Theterm
“exempt commercial policyholder”
means any person who applies for
or procures any kind of property
casualty insurance, except title or
workers' compensation insurance,
through a risk manager, and meets
at least two of the following
qualifications.

(1) purchased the insurance with
aggregate premiums in the sum of at
least $100,000 during the most
recent calendar year;

(2) minimum $10,000,000 net worth
as reported in most recent financial
statement, reviewed or audited by
an independent certified public
accountant;

(3) minimum $10,000,000 annual
net revenues or net sales as reported
in most recent financial statement,
reviewed or audited by an
independent certified public
accountant;

© 2014 Edwards Wildman Palmer LLP
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Industrial Insured Statutory

Statutory

Statutory Reference To Exempt

State . Reference To :
Requirements Commerical Purchaser
Insurance Code
(4) minimum 100 full-time
employees, either individually or, if
the policyholder is a member of an
affiliated group, collectively with all
members of the affiliated group;
(5) if anonprofit organization,
minimum $2,500,000 annual
operating budget for most recent
calendar or fiscal year, whichever
applies;
(6) if apublic entity, minimum
$10,000,000 operating budget for
most recent calendar or fiscal year,
whichever applies; or
(7) if amunicipality, minimum
25,000 population.
Tennessee® 1) Insurance procured through full-time §56-2-105(7) § 56-14-102
insurance manager or buyer; §56-13-102(8) Same as NRRA..
2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and
3) Minimum 25 full-time employees.
Texas No §981.0051, § 981.005
Same as NRRA.
Utah® 1) Insurance procured through full-timerisk ~ §31A-37- Rule R590-171-3, Rule R590-171-
manager or insurance manager, or regularly ~ 102(16) 6.
and continuously qualified insurance Same as NRRA..
consultant;
2) Minimum $25,000 aggregate annual
remiums for insurance on al risks; and
3) Minimum 25 full-time employees.
Vermont®© 1) Insurance procured through full-time T.88§3368(a)(6) T.8 § 5024; Definition not codified.
insurance manager or buyer; T.8 8§6001(8) However, Bulletin 163 references
2) Minimum $25,000 aggregate annual the federal definition as provided in
premiums for insurance on al risks; and 15 U.S.C. § 8206(5).
3) Minimum 25 full-time employees.
U.S. Virgin No. Not codified.
|slands'™”
Virginia®” 1) Insurance procured through full-time §38.2- Not codified. However,
insurance manager or buyer or regularly and ~ 1039(D)(5) Administrative Letter 2011-4

continuously retained licensed insurance

consultant;

2) Minimum $100,000 aggregate annual

premiums for insurance on all risks;

(excluding life and annuity and accident and

sickness);

3) Minimum 25 full-time employees; and
4) Minimum gross assets in excess of $3
million or annual gross revenues in excess of

indicates that the Virginia General
Assembly enacted House Bill 2286,
which amended various provisions
of the Surplus Lines and Insurance
Law chapter (88§ 38.2-4800 et seq.)
in accordance with provisions of
NRRA effective as of July 1, 2011.

© 2014 Edwards Wildman Palmer LLP
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State

Statutory

Industrial Insured Statutory Reference To

Statutory Reference To Exempt

Requirements I nsurance Code Commerical Purchaser
$5 million.
Washington No. §48.15.010
Same as NRRA.
West 1) Insurance procured through full-time §33-31-1(11) § 33-12C-3(f)
Virginia® insurance manager or buyer; Same as NRRA.
2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and
3) Minimum 25 full-time employees.
Wisconsin No Not codified.
Wyoming 1) Insurance procured through full-time §26-12-101 § 26-11-104(c)
insurance manager or buyer, or regularly and Same as NRRA..
continuously retained qualified insurance
consultant;

2) Minimum $25,000 aggregate annual
premiums for insurance on all risks; and

3) Minimum 25 full-time employees.

@ The Alaska legislature added language to its surplus lines laws in 2009 to extend the commercial policyholder
exemption for surpluslines.

@ “Industrial Insured” exemption recognized with respect to captive insurers only.
®) «|ndustrial Insured” exemption recognized with respect to nonadmitted insurers only.

@) «|ndustrial Insured” exemption also recognized in limited instances with respect to captive insurers (i.e., directors.
and officers' liability insurance and bankers' blanket bonds).

®) «|ndustrial Insured” exemption recognized with respect to workers compensation insurance only.
© “Industrial Insured” exemption is restricted to excess liability insurance in excess of $25,000,000.

) «|ndustrial Insured” exemption only applies to an insured who filed an affidavit to the Executive Director of
Insurance prior to July 1, 1999 establishing that it had satisfied the then existing criteriafor obtaining that status.

® «|ndustrial Insured” exemption recognized with respect to life insurance only.
© «|ndustrial Insured” exemption also recognized with respect to captive insurers.

19 «“The Industrial Insured” exemption in USVI was repealed in 2008.

© 2014 Edwards Wildman Palmer LLP 4,12
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APPENDIX D

SURPLUSLINESLEGISLATIVE UPDATE 2013

CALIFORNIA

Assembly Bill 1236 was introduced on February 22,
2013 and allows an €eligible surpluslines insurer to
write insurance required for a contractor’s state license.
Under prior law, the policy or policies of insurance that
must be procured by a contractor in Californiaasa
condition precedent to the issuance of a contractor’'s
license, were required to be written by alicensed
insurer in the state. Thisbill wassigned by the
Governor and became law on August 16, 2013.
Chapter No. 114

Senate Bill 251 would authorize an insurer, with the
consent of the policyholder, to transmit electronically,
in lieu of mail, the offer of renewal required for
personal auto, real and personal property, and liability
insurance policies; the notice of conditional renewal for
commercial insurance policies; and the offer of renewal
and certain disclosures related to earthquake insurance
aslong asthe insurer complies with the specified
provisions of the Uniform Electronic Transactions Act
(UETA) and additional procedures and standards. This
bill was signed by the Governor and will become
effective January 1, 2014.

CONNECTICUT

House Bill 6379 revisesthe Connecticut surpluslineslaw by
replacing affidavitswith signed statements setting forth facts
showing that the licensee and insured were unable after a
diligent effort to procure, from any authorized insurer or
insurers, the full amount of insurance required to protect the
interest of such insured. It also requires the type of policy,
and if such policy is for real property, the location of such
property. The licensee shall file such signed statements in
electronic format with the Commissioner on 2/15, 5/15, 8/15
and 11/15 of each year. Thisbill was signed by the Governor
and became law on June 21, 2013.

GEORGIA

Senate Bill 140 requires warranty and service agreementsto
be backed by insurance. This hill excludes insurance by an
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authorized insurer and specifically excludes surplus lines
insurers from the requirements of this section. This bill was
signed by the Governor and enrolled on May 6, 2013.

LOUISIANA

House Bill 543 authorizes the placement of surplus lines
insurance without regard to the availability of coverage from
authorized (admitted) insurers. The bill also clarifies that
inclusion on the Louisianalist of unauthorized insurers shall
be prima facie evidence that an unauthorized insurer meets
the financiad and eligibility criteria for surplus lines
insurance. This bill was signed by the Governor and
became law on June 10, 2013.

NORTH DAKOTA

House Bill 1181 allows a North Dakota domestic insurer to
be designated a domestic surplus lines insurer if:

o The insurer possesses policyholders' surplus of at
least $15 million;
o The designation isin compliance with aresolution

of theinsurer’s Board of Directors; and

o The commissioner has provided written approval of
the designation.

It should be noted that domestic surpluslinesinsurersare subject
to compliance with al financial examination and solvency
requirements that apply to domestic insurers regarding
examinations and reports. Thisbill became law on August 1,
2013.

TENNESSEE
House Bill 444/Senate Bill 150 was introduced on January 28,
2013. Under previous law, the premiums charged for surplus

lines insurance were subject to agross premium tax, asfollows:

a) 2.5% on premiums other than fire premiums;
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b) 3.25% on fire premiums or the fire portion of
any combination premium; and

¢) 4% on workers compensation premiums, plus a
surcharge of 0.4%.

The new law creates aflat tax of 5% on the gross premiums,
less the amount of gross premiums allocated to Tennessee
and returned to the insured. The 5% tax applies only when
Tennessee isthe insured’s home state. Thisbill wassigned

by the Governor and became law on May 22, 2013.

TEXAS

House Bill 1405 provides that if a surplus lines agent
places insurance with a managing underwriter, the
managing underwriter shall collect, report, and pay the
tax. However, the surplus lines agent and managing
underwriter may enter into an agreement to provide that
the surplus lines agent shall be responsible for tax
collection and payment. The agreement must be in
writing, entered into at or before coverage is bound, and
may apply to multiple policies or al policies between the
agent and managing underwriter. A record of the
agreement must be maintained by both the surplus lines
agent and managing underwriter. Thisbill wassigned by
the Governor and enrolled on May 23, 2013.

SenateBill 697 wasintroduced on February 25, 2013 and
provides that an individual is not required to obtain a
general property and casualty or amanaging general agent
license to hold a surplus lines agent license if: (1) the
individual isanonresident of this state; (2) the individual
islicensed asasurpluslinesagent intheindividual’ s state
of residence; (3) the individua is not required by the
individual’s state of residence to hold a general property
and casualty license to become licensed asasurpluslines
agent; (4) the individual has provided information
acceptabl e to the commissioner that theindividua’ s state
of residence does not require a property and casualty
agent license for a surplus lines agent license; (5) the
individual’s state of residence does not require a surplus
lines agent to search for the availability of insuranceinthe
individual’s state of residence before the insurance is
placed through a surplus lines agent; (6) the individual’s
state of residence allows a licensed general property and
casualty agent to search for the availability of insurancein
the individual’s state of residence; and (7) the individual
hasaprofessional relationship with apersonwho: (A) isa
licensed genera property and casualty agent; and (B)
searches for the availability of insurance in this state
before the insurance is placed through a surplus lines
agent. This bill was signed by the Governor and
enrolled on May 26, 2013.
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OTHER LEGISLATIVE/REGULATORY
DEVELOPMENTS

ALABAMA

Bulletin 2013-03, 1/28/2013, revised: 2/11/13 and 4/12/13
clarifiesthat the written disclosure statement required to be sent
to insureds to the effect that the insurance coverage provided is
not written by an authorized (licensed) insurer and not subject to
guaranty fund protection, no longer applies to commercial
insurance. The 1992 Bulletin which imposes the disclosure
requirement will continue to apply to personal lines property,
primary persona lines auto, homeowners (owner occupied),
renterg/tenants, farm owners, condo (unit owner), dwelling fire,
and mobile home manufactured homes. Therequirementsof this
Bulletin apply to new or renewed surplus lines policies which
become effective on or after May 1, 2013.

ALASKA

Bulletin B 13-01 announces that the Division of Insurance has
modified the reporting requirements for all surplus lines
transactions starting in 2013. All new and renewal policies
effective January 1, 2013 and later and all endorsements and
audits invoiced January 1, 2013 or later, regardless of the
effective date of the policy, must be reported on aquarterly basis
with the Quarterly Report sent to the Division of Insurance with
the taxes and fees paid by ACH on or before the following due
dates:

Months: Due Date:
January, February, March June 1
April, May, June September 1

July, August, September
October, November, December
year.

December 1
March of the following

CALIFORNIA

CaliforniaExport List: Bulletin 2013-1, 1/8/13. Thishbulletin
announces the addition of a new item to the California Export
List: Liability coverage for Physiciansg/Medical Group/Hospital
Billing Errors and Omissions Insurance.

California Surplus Lines Assn. Bulletin #1278 — Update On
Nonadmitted Carrier Eligibility. Effective January 1, 2013,
nonadmitted insurers are only eligible to place business in
Californiaif the insurers have met the requirements established
under CIC 176.1 orf CIC 1765.2. Assuch, brokers must ensure
that the nonadmitted insurer with whom the broker is making the
placement for California home state insureds would qualify
under the following:

CIC 1765.1 (Eligible Carriers) — Brokers may make placements
with anonadmitted insurer provided at the time of placement the
broker has determined that the carrier has met the following:

- For a Foreign (US domiciled) insurer, the insurer must

5.2



. be licensed in its domiciliary
jurisdiction to write the type of coverages
being placed in California, and

. mai ntai n aminimum capital and surplus
or its equivalent of at least $45 million
(unless excepted).

- For an Alien (non-U.S. domiciled) insurer, the insurer
must
) be on the current International Insurers
Department Quarterly Listing of Alien
Insurers (11D List) maintained by the
National  Association of  Insurance
Commissioner (NAIC).

Please note that there is no published list of eligible
foreign carriers under CIC 1765.1..

NEW YORK

ELANY Bulletin 2013-16 This bulletin announces the
expansion of the export list effective for placements made on
or after April 10, 2013.

The“export list” setsforth types of insurance coverages that
the New Y ork Superintendent of the Department of Financial
Services has determined are generaly not available from
licensed insurers. Three declinations are not required for
export list coverages. Riskson the “export list” only exempt
the transaction from the declination process requirement and
not from any other affidavit, documentation filing or tax
requirement.

The following new coverages added to the export list will
require no declinations:

Asbestos, Fungi and Water Damage Remidiation and
Removal
Liability and Property Damage.

Builders Risk Insurance
Coverage for construction projects where the total insured
values exceed $10,000,000.

Elevator Service and Maintenance Contractors
Liability and Property Damage.

Excess Professional/Errors & Omissions Liability — All
Classes

Excess liability coverage where the underlying policy limits
and/or self-insured retention is at least $10,000,000 per
occurrence.

Excess Salary Protection (Disability) Insuranceasamonoline
policy

I nsurance pursuant to Insurance Law section 1113 (a)(31)(A)
against financial loss caused by the cessation of earned
income due to disability from sickness, ailment or bodily
injury, in an amount up to that portion of an individual’s
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annual earned income, which is in excess of the amount of in-
force disability insurance from an authorized insurer, [in amount
not to exceed 75% of the individual’s annual earned income in
total based upon the sum of in-force disability insurance and
salary protection insurance when benefits are payable to
individual or individual’s beneficiary.]

Large Law Firm Lawyers Professional Liability Insurance
(LPL)

Professional liahility for alaw firm that has more than 100
attorneys.

Recreational Guide Services

Coverage for outfitters and guides for Camping, Hiking,
Rafting, Bungee Jumping, Parachuting, Hunting and Fishing
Clubs, Shooting Ranges, Hunting and Fishing and similar
recreational activities.

Vacant or Unoccupied Buildings
Primary and/or Excess “Liability” Insurance for vacant or
unoccupied Buildings..

RHODE ISLAND

Bulletin 20-13-01: Insurability of Punitive Damages:
3/28/13. Thisbulletin restatesthat punitive damages are not
insurable under Rhode Iland law and that the Rhode Iland
Insurance Department will reject any formfiling that includes
insuring of punitive damages.

SOUTH DAKOTA

Bulletin 12-06: Thisbulletin requiresall single-state surplus
lines policies issued or renewed after January 1, 2013 and
any subsequent endorsements to those policies, to be filed
through the NIMA surpluslinesclearinghouse. Policieswith
effective dates or endorsements beforethat date will continue
to befiled with the South Dakota | nsurance Department until
renewal.

VERMONT

Bulletin 176: 6/3/13. This bulletin is a reminder that the
cancellation, nonrenewal and renewal provisionsof Vermont law
apply to surpluslines.

WYOMING

Memorandum 01-2013. This memorandum states that all
single-state policiesissued or renewed on or after April 1, 2013,
and any subsequent endorsementsto those policies, shall befiled
with the NIMA surpluslinesclearinghouse. Surpluslinesfilers
wereto begin filing transactions with the clearinghouse on April
1. Single-state policieswith an effective date before April 1, or
endorsements on those policies, will continueto befiled with the
Wyoming Insurance Department until renewal .
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APPENDIX E

NAIC INTERNATIONAL INSURERS DEPARTMENT (I1D)
PLAN OF OPERATION FOR LISTING OF ALIEN
NON-ADMITTED | NSURERS (AsAMENDED FEBRUARY 2012)

Thefollowing information isreprinted with permission of
the National Association of Insurance Commissioners
(“NAIC). Alien companies must follow the guidelines set
forth in the 11D Plan of Operation to maintain their
eligibility with the NAIC. The section that followsisthe
latest version of the [1D Plan of Operation available from
the NAIC.

The Editor

Note

The International Insurers Department (11D) operates
under the auspices of the NAIC Financial Condition (E)
Committee to which all mention of "Committee" in the
following refer.

The *Chairs, as used herein, refers to the Chair of the
Financial Condition (E) Committee and the Chair of the
Surplus Lines (C) Task Force unless the same person is
the Chair of both the Committee and the Task Force, in
which case it shall mean that person together with the
Vice Chair of Financial Condition (E) Committee. In the
event that the President has already voted, the casting vote
by the President referred to herein shall be cast by the
VicePresident or, if the Vice President has already voted,
the Secretary/Treasurer.

An‘insurer’, asused herein, includes both acompany and
a syndicate of underwriting entities.

The ‘Appea Committee’, as used herein, refers to the
Property and Casualty (C) Committee. The Appeal
Committee, because it has no direct involvement in
making or approving recommendations regarding alien
surpluslinesinsurer applications, ischarged with deciding
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all appeals or reconsiderations of decisions as described
herein.

The Application and the Standard 11D Financial Reporting
Format referenced therein shall be considered an integral
part of this Plan.

I 11D will Procure Information

The IID will procure from every source feasible al
relevant information regarding alien insurers providing
coverage in the United States.

Il 11D will Publish Quarterly Listing

The 11D will prepare and disseminate a quarterly listing
titled asthe Quarterly Listing of Alien Insurers(Quarterly
Listing). On this list will appear the names of those
insurerswhich qualify for listing asoutlined in paragraphs
IV and V.

11 Application Procedure

An insurer desiring the inclusion of its name on the
Quarterly Listing shall filewith the 11D an applicationfor
listing together with acheck made payabl e to the National
Association of Insurance Commissioners in the amount
indicated in the Schedule of Fees and Other Charges, a
separate document found on the NAIC's IID Plan of
Operation Review Group webpage. The fee amount is
used to cover the cost of processing and evaluating the
insurer'srequest for inclusion of itsname on the Quarterly
Listing. At the time the application is filed, the insurer
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shall submit complete information as may be called for in
the application for listing or by the lID. ThellD, with the
concurrence of the Chairs may require the applicant to
submit to an on-site review by aqualified person(s), with
expenses to be borne by the applicant.

1V 11D Evaluation and Recommendation

ThellD shall review and evaluate theinformation filed by
those insurers desiring the inclusion of their nameson the
Quarterly Listing. If the 11D determines that the insurer
meets or does not meet those standards set forth in
paragraph V, the 1D shall present the name of theinsurer
to the Surplus Lines Financial Analysis Working Group
for further consideration. Upon further consideration, the
name of the insurer, and relevant findings, shall be
presented to the Chairs for consideration for approval or
non-approval for listing. Upon receipt of written
concurrence of the Chairs, the 11D Manager shall either
include the name of the insurer in the next regularly
published Quarterly Listing or issue a notice of non-
approval to the insurer, as appropriate. In the event that
there is a disagreement between the Chairs, the President
shall have a casting vote. The NAIC, however, makes no
representations or warranties that an applicant which
submits all of the documentation listed herein will be
recommended for listing.

If aninsurer has not answered all questions and submitted
al data requested within six months of its initia
application, then its application may be deemed
withdrawn.

V Standardsfor Inclusion on List

In order to be considered for inclusion on the Quarterly
Listing, an insurer must reasonably demonstrate that it
meets the following standards on: (A) capital and/or
surplus, or the substantial equivalent thereof; (B) U.S.
trust accounts; and (C) character, trustworthiness and

integrity.
A. Capital and/or Surplus Funds

A company must possess and continually maintain capital
and/or surplus adequate to its obligations. Beginning
April 1st, 2012, any company applicant must report and
continually maintain a capital and/or surplus amount of
$30,000,000. This capital and/or surplus minimum
amount will also apply to all listed insurersreporting year-
end 2012 financial results to the 1ID. Beginning in
January, 2013, any company applicant must report and
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continually maintain a capital and/or surplus amount of
$45,000,000. This increased capital and/or surplus
minimum amount will also apply to al listed companies
reporting year-end 2013 financial resultsto the I1D.

Should a company listed on the January 2012 edition of
the Quarterly Listing determine that it is unable to meet
the capital and/or surplus requirements or desire to be
exempt from the increased minimums, it may make a
written request for consideration to the Chair of the
Surplus Lines Financial Analysis (E) Working Group in
care of staff at the NAIC office in Kansas City. The
reguest should include all relevant factors supporting the
company’s position and be submitted prior to the 1ID’s
recognition of the company’ sfailure to meet a prescribed
surplus minimum. If the request is denied, removal of the
company from the Quarterly Listing will proceed.
Procedures describing reconsideration of a removal
decision may be found in paragraph IX.

I'n determining whether a company's capital and/or surplus
is adequate to meet the obligations, the following factors
may be considered:

(1) The size of the company as measured by its
assets, capital and/or surplus, reserves, premium
writings, insurance in force and/or other
appropriate criteria.

(2) Thekindsof businessthe company writes, itsnet
exposure and the extent to which the company's
business is diversified among several lines of
insurance and geographic locations.

(3) The past and projected trend in the size of the
company's capital and/or surplus considering
such factors as premium growth, operating
history, loss and expense ratios and such other
criteria as appropriate.

In the case of a group including incorporated and
individual unincorporated underwriters, the incorporated
underwriters shall not be engaged in any business other
than underwriting as a member of the group and shall be
subject to the same level of solvency regulation and
control by the group's domiciliary regulator as are the
unincorporated members, and the group shall, in lieu of
capital and surplus, provide a U.S. trust account of not
lessthan $100,000,000 available for the benefit of United
States surplus lines policyholders of any member of the

group.
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B. U.S. Trust Account

As dtipulated in the NAIC Standard Form Trust
Agreement for Alien Excessor SurplusLinesInsurersand
the Lloyd’s United States Situs Excess or Surplus Lines
Trust Deed, the insurer must establish a U.S. trust
account, in aqualified United Statesfinancial institution,
consisting of cash deposited with thetrustee, securities or
an acceptable letter of credit on behaf of U.S.
policyholders at an appropriate level. (i) In the case of a
company, in no event may the Trust Fund Minimum
Amount be less than the lesser of:

(8 $150,000,000; or

(b) for businesswritten on or after January 1, 1998,
30% of any amount up to thefirst $200,000,000
plus 25% of any amount up to the next
$300,000,000 plus 20% of any amount up to the
next $500,000,000 plus 15% of any amount in
excess of $1,000,000,000 of either the
company’s United States gross surplus lines
liabilities or the company’s direct non-admitted
United States liabilities excluding liabilities
arisng from aviation, wet marine and
transportation insurance and direct placements,
except that in no event shall the Trust Fund
Minimum Amount be less than $5,400,000.

Such liabilities are to be determined no lessthan annually
and reported to the Trustee, the Domiciliary
Commissioner, all Non-Domiciliary Commissioners and
the 11D no later than 7 months after the company’s
accounting year-end. For purposes of this section, a
certification of lossesby an actuary, who isamember of a
recognized professional actuarial body, shall constitute a
determination of liabilities.

The Trust Fund Amount shown in B. (i) (a) will apply
beginning in July 2013, the normal and customary month
for adjusting the Trust Fund Minimum Amount, and will
be based on a company’s 2012 Loss Reserve
Certification. Until then, the former amount of
$100,000,000 will prevail as the non-computed Trust
Fund Minimum Amount.

(ii) In the case of a syndicate operating within a group
including incorporated and individual unincorporated
underwriters, for thetotal of all yearsof account the Trust
Fund Minimum Amount shall be 30% of any amount up
to the first $200,000,000 plus 25% of any amount up to
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the next $300,000,000 plus 20% of any amount up to the
next $500,000,000 plus 15% of any amount in excess of
$1,000,000,000 of the syndicate’s U.S. excess or surplus
linesliabilities.

Such trust account shall contain all provisions considered
necessary by the I1D and expressed in the Standard Trust
Agreement in effect at the time of the application, and
have an expiry date which at no time shall be less than
five years hence. In considering what constitutes an
appropriate level, the IID shal be governed by the
recommendations of the SurplusLines Financial Analysis
Working Group and the Chairs. Other factors which may
be considered include the following:

1) Thetypesand amounts of such coverage which
the insurer writes or proposes to write in the
United States.

2) The assets which comprise the trust and their
valuation. Any such asset or assets may be
discounted for the purposes of determining the
adequacy of aninsurer'sU.S. trust whenever the
asset so warrants.

3) Thetermsand conditionsof thetrust agreement.

An insurer dissatisfied with the determination of the
appropriate level for its trust may reguest a
reconsideration before the Appeal Committee. This
request must be made in writing within thirty (30) days
after issuance of notice to the insurer regarding the
determination by the [1D of the appropriatelevel and shall
include an agreement by the insurer to submit to an
examination or audit of its affairsif deemed necessary by
the Chairsand pay the expense of such examination. If the
insurer fails to request a reconsideration as set forth
above, its right to a reconsideration shall be considered
waived. All requests for reconsideration shall be
submitted to the Chair of the Appeal Committeein care of
staff at the NAIC officein Kansas City. Upon receipt of a
request for reconsideration, the Chair of the Appeal
Committee shall appoint a group consisting of three
Appeal Committee members other than the Chairs and
shall designate a Chair of the group, who shall reconsider
the appropriate level for the trust and render a
recommendation to the full Appeal Committee. The full
Appeal Committee shall then issue afinal decision.

ThellD shall periodically review the market value of each

insurer's U.S. trust account in order to ascertain that it
continues to meet the established minimum criteria. In
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determining an insurer's compliance with the established
minimum criteria, credit shall be alowed only for
securitiesreadily marketable on regulated U.S. nationa or
principal regional security exchanges or those determined
by the Securities Valuation Office of the NAIC to have
substantially equivalent liquidity characteristics. This
latter qualification may be affected by obtaining a
determination from the NAIC's Securities Valuation
Office that the security has liquidity characteristics
substantially equivalent to those securities readily
marketable on regulated U.S. national or principal
regional security exchangesand filing a copy of thereport
of the Securities Valuation Office with the I1D.

The term acceptable letter of credit shall mean a clean,
unconditional, irrevocable letter of credit which must be
issued or confirmed by aqualified United Statesfinancial
institution.

As contained herein, a"qualified United States financial
institution" means an institution that:

1) isorganized and licensed (or in the case of a
U.S. office of a foreign banking organization,
licensed) under the laws of the United States or
any state thereof; and,

2) isregulated, supervised and examined by U.S.
federal or state authorities having regulatory
authority over banks and trust companies; and,

3) hasbeen determined by the SecuritiesValuation
Office of the NAIC as an acceptable financial
institution; and,

4) has been granted authority to operate with trust
powers, if such qualified United Statesfinancial
institution is to act as the fiduciary of the trust.

C. Character, Trustworthiness and I ntegrity

An insurer desiring the inclusion of its name on the
Quarterly Listing shall have an established reputation of
financial integrity and satisfactory underwriting and
clams practices. The competence, experience and
integrity of those persons who control or conduct the
affairs of the insurer shall be such that it would bein the
best interest of the policyholders, creditors or the general
public to include the name of the insurer on the Quarterly
Listing.
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D. Dual Recognition

An insurer having an existing U.S. Branch office or
planning to establish such an office is prohibited from
applying for listing on the Quarterly Listing. Further, an
insurer that is currently listed on the Quarterly Listing will
face removal if the insurer establishes a U.S. Branch
office. Based on therequirement that aU.S. Branch office
and an alien insurer listed on the Quarterly Listing
establish trust accounts as partial collateral for their U.S.
surplus lines obligations, there is concern regarding
possible conflictsrelated to the applicability of thetrusts.

E. Lloyd'sIncidental Syndicates

Lloyd's incidental syndicates allow Lloyd's Managing
Agents to delineate part of their existing business, but
legally form part of an existing Lloyd's syndicate
("parent") and are included within the parent syndicate's
business plan. In addition, all of the capital and other
assets which support the parent syndicate's business also
support the incidental syndicate's business. Lloyd's
incidental syndicates are allowed to apply for admittance
to the Quarterly Listing under the condition that they
establish aseparate Lloyd' s United States Situs Excess or
Surplus Lines Trust Deed under its incidental syndicate
number and commit to annual 11D reporting of business
written under the incidental syndicate number.

VI Reconsideration Procedure (Application)

Any dien insurer dissatisfied by non-approval or the
failure of the 11D Manager to submit its name to the
Chairsfor approval within six (6) months of receipt of all
reguested information may request reconsideration before
the Appeal Committee. In the event of non-approval, a
written request for reconsideration must be made within
thirty (30) days after issuance of notice of non-approval.
In the event an application has not been submitted for
approval within six (6) months of receipt of al requested
information the written request for reconsideration must
be made within thirty (30) days following such six (6)
month period. Any request shall include an agreement by
the insurer to submit to an examination or audit of its
affairs if deemed necessary by the Chairs and pay the
expense of such examination. If theinsurer failsto request
a reconsideration as set forth above, its right to
reconsideration shall be considered waived. All requests
for reconsideration shall be submitted to the Chair of the
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Appeal Committee in care of staff at the NAIC officein
Kansas City. All expensesincurred in connection with any
reconsideration shall be paid by the person requesting the
reconsideration. Upon receipt of a request for
reconsideration, the Chair of the Appeal Committee shall
appoint a group consisting of three Appeal Committee
members other than the Chairs, and shall designate a
Chair of the group, who shall reconsider the application
and render a recommendation to the full Appea
Committee. Thefull Appeal Committee shall thenissuea
final decision. No insurer whose application has been
non-approved or has not been recommended for approval
shall file another application until two years from the
receipt of such notice provided, however, that the two
year waiting period shall not apply in those cases when,
subsequent to the rejection of theinsurer'sapplication, the
insurer undergoes a change of its ultimate controlling
person.

VIl Continuing Compliance

The 1ID shall periodicaly review the continued
compliance of each insurer with the current criteria for
listing. Theinsurer shall providethe I1D with acopy of its
most recent audited financial statement and areport of its
independent auditor, if any, and the final standard 11D
financia reporting format (the “financial information”)
within 45 days of the audited financial statements
becoming available or seven (7) months of the end of the
insurer's fiscal year, whichever isthe earlier. Theinsurer
shall aso provide the IID with an initial filing of the
standard 11D financial reporting format within three (3)
months of the end of theinsurer’sfiscal year. Theinsurer
shall provide an explanation of any material differences
between theinitia filing and thefina filing. ThellD may
exempt an insurer from the requirement to provide an
initial filing where the insurer can commit to provide its
final financial information within six (6) weeks of the
deadline for the initial filing. The 1D may request such
additional information as it deemsfit. If the insurer fails
to file the financial information within the time limit or
supply any requested additional information, the|1D shall
so inform the Surplus Lines Financial Analysis Working
Group and Chairs and may recommend that the insurer's
name be removed from the Quarterly Listing.

If in the opinion of the IID any insurer does not meet the
standards set forth in paragraph V, the IID shal
recommend to the Surplus Lines Financia Analysis
Working Group and Chairs that the insurer's name be
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removed from the Quarterly Listing. If the Chairs concur
with any such recommendation of the Surplus Lines
Financial Analysis Working Group and decide that the
name of theinsurer should be removed from the Quarterly
Listing, the Chairswill direct the 11D to do so and to give
notice of such removal to the insurer. In the event of a
disagreement between the Chairs, the President shall have
acasting vote.

The 11D may recommend that an insurer submit to a
special examination or audit of its affairs to verify
continuing compliance. If the Surplus Lines Financial
Analysis Working Group and Chairs concur with the
recommendation, theinsurer shall agreeto submit to such
examination and pay the expenses thereof, or shall be
removed from the listing. In the event of a disagreement
between the Chairs, the President shall have a casting
vote.

The 1ID may, for good cause, grant an insurer a
reasonable extension of time for filing the financial
information. Any request for an extension of time must be
received at least 5 daysprior to thefiling deadline, and be
accompanied by the fee specified on the Schedul e of Fees
and Other Charges, a separate document found on the
NAIC's 11D Plan of Operation Review Group webpage.

If at any time a company has reason to believe, either by
way of interim management accounts or otherwise, that it
has lost 10% or more of the capital and/or surplus in
aggregate shown on the immediately preceding financial
filing with the 11D, or that its capital and/or surplus has
dropped bel ow the absol ute minimum standard described
in paragraph V. (A), it shall immediately inform the 1D.

VIl Change of Control and/or Merger of Insurer

In the event that the information set forth in Question 16
(Control of Insurer) of the application changes, theinsurer
agrees to provide written notice within thirty (30) days.
Failure to do so may be cause for remova from the
listing. In the event of change of control and/or merger of
theinsurer theinsurer shall, within forty-five (45) days of
completion of such change of control and/or merger, filea
complete application, including all documents that are
necessary for the I1D to determine compliancefor listing,
or may be removed from the listing. Notwithstanding the
provision of paragraph IX, any insurer so removed must
reapply in accordance with paragraph I11.
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IX Reconsideration Procedure (in Respect of
Removal)

Aninsurer dissatisfied with the removal of its name from
the Quarterly Listing may request areconsideration before
the Appeal Committee. This request must be made in
writing within thirty (30) days after issuance of notice to
the insurer that its name has been removed from the
Quarterly Listing and shall include an agreement by the
insurer to submit to an examination or audit of itsaffairsif
deemed necessary by the Chairs and pay the expense of
such examination. If the insurer fails to request
reconsideration as set forth above, its right to
reconsideration shall be considered waived. All requests
for reconsideration shall be submitted to the Chair of the
Appeal Committee in care of staff at the NAIC officein
Kansas City. Upon receipt of a request for
reconsideration, the Chair of the Appeal Committee shall
appoint a group consisting of three Appeal Committee
members other than the Chairs, and shall designate a
Chair of the group, who shall reconsider the removal and
render a recommendation to the full Appeal Committee.
The full Appea Committee shall then issue a fina
decision. Aninsurer whose name has been removed from
the Quarterly Listing in accordance with the provisionsof
paragraph V11 shal not be eligible to reapply for listing
for two years as a new applicant.

X English Language/Accounting Practices

In order to comply with the filing requirements of this
Plan of Operation, all communications and information,
including financial statements, auditors reports, trust fund
documents, etc. must be submitted in the English
language. All questions of compliance with established
financia criteria shall be determined on the basis of
accounting practices and procedures substantially
equivalent to those promulgated by the National
Association of Insurance Commissioners covering
insurers writing similar types of coverage.

XI Financial Statements

Financial statementsareto be electronically filed annually
with the I1D and shall consist of:

1) the latest audited financia statements and
auditors’ report published by the insurer

2) acomplete certified copy of the latest official
financial statement and return required by the
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Insurer’sdomiciliary regulator, if different from
(1.) above, unless the Insurer has received a
waiver of this requirement for the relevant year
fromthe 1D, and

3) thellD financia reporting format.

The text of al such financial statements shall be in
English. Items (1) and (2) above should preferably be
reported in origina currency.

X1l Exemption Provision

An insurer desiring the inclusion of its name on the
Quarterly Listing or aninsurer that islisted may apply for
an exemption from any of the reporting requirements
contained in the NAIC Plan of Operation for listing of
Alien Non-Admitted Insurers. All requestsfor exemption
from any such requirements shall be made to the Chair of
the Committee. The I1D Plan of Operation Review Group
will then meet to consider such request and will make a
recommendation to the Chair of the Committee.

All requests for exemption shall be considered and a
recommendation shall be made to the Chair of the
Committee within six (6) months of receipt of such
reguest. The Chairsshall thenissueafinal decision. Inthe
event of adisagreement between the Chairs, the President
shall have a casting vote.

X111 Personswho may Subscribe

Any person, including insurers, brokers and others, may
subscribe to the Quarterly Listing and shall, upon payment
of an annua subscription fee in an amount to be
determined from time to time by the Committee, be
entitled to receive a copy of each regularly published
Quarterly Listing. The subscription version of the
Quarterly Listing will include the names of eligible
insurers, certain details regarding each insurer's trust
account, and selected financia results.

Because of the prominence afforded the Quarterly Listing
of Alien Insurers in the Nonadmitted title of the Dodd-
Frank Wall Street Reform and Consumer Protection Act,
the NAIC will provide on its website a version of the
Quarterly Listing without charge for the benefit of surplus
lines brokers, exempt commercial purchasers, and
insureds. This version of the Quarterly Listing will
provide assurance asto the eligibility of non-U.S. insurers
with which excess and surpluslinesinsurance businessis
being quoted or placed.
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X1V Supplementary Information

The IID may prepare and disseminate to interested
persons, supplementary information, including suchitems
as copies of financial statements, details of U.S. trust
accounts and certified auditors reports, concerning
insurers on the Quarterly Listing. The I1D shall collect
such charges and fees for thisinformation asthe NAIC's
Internal Administration Subcommittee of the Executive
Committee determines appropriate.
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| NSURANCE AND REINSURANCE

DEPARTMENT PROFILE

Edwards Wildman Palmer LLP provides a full range of legal
servicesto abroad client base. Our clients span all segments of
the insurance industry, including property and casualty
insurers, life and hedth insurers, reinsurers, health
mai ntenance organi zations, agents, brokers and reinsurance
intermediaries, lenders, investment banks, state insurance
regulators, debtors and creditors of insolvent insurers, and
trade associations.

Attorneys in our Insurance and Reinsurance Department
represent clients in awide range of matters, including:

e Reinsurance arbitration and litigation

e Reinsurance transactions

e Formation and licensing of insurers and reinsurers
e Excessand surpluslines

e  Stateregulatory matters

e Mergersand acquisitions

e Recaverships and representation of creditors in
insurance company insolvencies

e Public and private financing
e |nternational/insurance-related transactions

e Product development, including policy and insurance
contract wording

e  Statelegidative representation

e Commercial litigation and administrative proceedings
e Complex, high-stakes coverage and claims matters

e Real estate and securitization matters

e Federa and state tax matters

e ERISA, executive compensation and employee benefits
e Intellectual property matters
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As part of a full service firm, the Department represents
international and domestic clients before the National
Association of Insurance Commissioners (NAIC), the
National Conference of Insurance Legislators (NCOIL)
and the I nsurance Departments of the various states. The
Department participatesin the periodic meetings of the
NAIC and NCOIL, and serves on a multitude of advisory
and other committees established to address critical issues
confronting the insurance industry and its individual
clients. Through its working relationship with these
regulators, the Department is well equipped to recognize,
address and resolve various regulatory issues as they arise.
Accordingly, the Department participates in the crafting of
insurance legislation and monitors, on a daily basis, the
ever-changing laws, rules and regulations which govern
our industry.

For further information on Edwards Wildman Palmer
LLP sInsurance and Reinsurance Department, and Excess
and Surplus Lines Matters in particular, please contact:

John P. Dearie, Jr., Editor (212) 912-2737

Nick Pearson (212) 912-2798
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John P. Dearieg, Jr., Editor (212) 912-2737

John P. Dearig, J. isanaiondly and internationdly respected lawyer with over 25 yearsof experienceinthe
insurance and reinsurance indugtry. He has served numerous oversess inaurersin England, France, Germany,
Japan and Finland astheir U.S. regulatory counsdl, and served aschief U.S. lobbyist and legidative liaison for
the Indtitute of London Underwriters. In this capacity, he was able to achieve sgnificant breskthroughsin
the areas of reinsurance accreditation and surplus lines gpprova. Mr. Dearie has been amember of various
industry advisory committees to the Nationad Association of Insurance Commissoners (“NAIC’) and date
insurance departments, and hesserved aslegd advisor tothefinandid servicesindustry intheareas of reinsurance
trustsand lettersof credit. He has gppeared asaguest lecturer and pandigtin numerousinsurance conferences
and workshops and testified before the NAIC and various Sateinsurance departments. Mr. Deariereceived his
B.S. from Georgetown University, and received his J.D. from Fordham Law School. He is admitted to
practice in New Y ork.

Nick Pearson (212) 912-2798

Nick Pearson hasrepresented United Statesand foreign clientsin theformation, acquigtion, sdleandlicensing
of insurance and reinsurance companies and brokers. He has served as outside general counsdl to both
admitted and nonadmitted insurers. Mr. Pearson has practi ced extengively before ateinsurance departments
and hasregularly served on advisory committeesto the National Association of Insurance Commissonersand
variousgaeinsurancedepartments Hehasadvisad dientsintheformation of captiveinsurance companiesand risk
retention groups and in excess and surplus lines regulation. Mr. Pearson is experienced in reinsurance
arbitration and has negotiated commutations and assisted clients in the andlyss and preparation of
reinsurance agreements. He has conducted i nternationd insuranceand reinsurancefraud investigetionsleading
to successful crimina prosecutions and contract rescisson. Mr. Pearson is dso experienced in insurance
insolvency mattersin both the United Statesand the U.K. Heisawidely-known speaker at industry functions,
his commentary is sought by both industry and business publicationsand he has published artidesand papers
concerning variousaspectsof theinsuranceindustry. Mr. Pearsonreceived hisB.A. from DukeUniversty and his
JD. from Duke Universty School of Law. Heisadmitted to practice in both New Y ork and New Jersey.
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