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S.36

Introduced by Senator Cummings

Referred to Committee on Finance

Date: January 28, 2011

Subject: Insurance; nonadmitted insurers; surplus lines; multi-state compact
Statement of purpose: This bill proposes to require Vermont to enter into the

surplus lines insurance multi-state compliance compact.

An act relating to the surplus lines insurance multi-state compliance
compact

It is hereby enacted by the General Assembly of the state of Vermont:

. 1. 8V.SA. chapter 138ais added to read:

R 138A. SURPLUSLINES INSURANCE MULTI-STATE

COMPLIANCE COMPACT

§5051. FINDINGS

The general assembly makes the folldwing findings of fact:

(1) The Dodd-Frank Wall Street RefMonsumer Protection Act,

Pub.L. 111-203, was signed into law on July 21, 2010. Tit . Subtitle B of

that act is known as the Non-Admitted and Reinsurance Reform Act 010

NRRAT NRRASEES
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statutory and regulatory reguirements solely of the insured’ s home state; and

(B) any law, regulation, provision, or action of any state that applies

or purports to apply to non-admitted insurance sold to, solicited by, or

negotiated v}h an insured whose home state is another state shall be

preempted with régpect to such application; except that any state law, rule, or

requlation that restriche the placement of workers' compensation insurance or

excess insurance for self-funded workers' compensation plans with a

non-admitted insurer shall %&be preempted.

(2) In compliance with AQA no state other than the home state of an

insured may reguire any premium taXx payment for non-admitted insurance; and

no state other than an insured’s home;e may require asurplus lines broker

to belicensed in order to sall, solicit, or n%i ate non-admitted insurance with

respect to such insured.

(3) NRRA intends that the states may enter irko a compact or otherwise

establish procedures to allocate among the states the pﬁmi um taxes paid to an

insured’ s home state; and that each state adopt nationwide baiform

requirements, forms, and procedures, such as an interstate co%act, that

provides for the reporting, payment, collection, and allocation of}emi um

taxes for non-admitted insurance.
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thé\enactment of NRRA , astate may not collect any fees relating to licensing

of an Idividual or entity as a surplus lines licensee in the state unless the state

hasin effegt at such time laws or requlations that provide for participation by

the statein %\nati onal insurance producer database of the National

Association of kurance Commissioners (NAIC), or any other equivalent

uniform national datdyase, for the licensure of surplus lines licensees and the

renewal of such licenses.

(5) A need exists for asystem of regulation that will provide for surplus

lines insurance to be placed withkeputable and financialy sound non-admitted

insurers, and that will permit orderl cess to surplus linesinsurancein this

state and encourage insurers to make neWw and innovative types of insurance

available to consumersin this state.

(6) Protecting the revenue of this state and other compacting states may

be accomplished by facilitating the payment and %ion of premium tax on

non-admitted insurance and providing for alocation of fremium tax for

non-admitted insurance of multi-state risks amonq the stated\in accordance

with uniform allocation formul as.

(7) The efficiency of the surplus lines market may be impro by

eliminating duplicative and inconsistent tax and regulatory requiremen

among the states, and by promoting and protecting the interests of surplus Nnes
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h‘conti nued availability of non-admitted insurance to consumers.

) Requlatory compliance with respect to non-admitted insurance

placements may be streamlined by providing for exclusive single-state

requlatory corgpliance for non-admitted insurance of multi-state risks, thereby

providing certainty regarding such compliance to all persons who have an

interest in such transastions, including insureds, regulators, surplus lines

licensees, other insurance\producers, and surplus lines insurers.

(9) Coordination of&ulatorv resources and expertise between state

i nsurance departments and other tate agencies, as well as state surplus lines

stamping offices, with respect to no mitted insurance will be improved

under the surplus lines insurance multéate compliance compact.

§ 5052. PURPOSES

The purposes of this compact are to:

(1) implement the express provisions of NRR:

(2) protect the premium tax revenues of the co%acti ng states through

facilitating the payment and collection of premium tax on ngn-admitted

insurance; protect the interests of the compacting states by su%orti ng the

continued availability of such insurance to consumers; and provié(or

alocation of premium tax for non-admitted insurance of multi-stateri

VT LEG 264151.1
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A oped, adopted, and implemented by the commission;

) streamline and improve the efficiency of the surplus lines market by

eliminating duplicative and inconsistent tax and regulatory requirements

among the stakes; and promote and protect the interest of surpluslines

licensees who such insureds and surplus lines insurers, thereby ensuring

the continued availabNity of surplus lines insurance to consumers,

(4) streamline regihatory compliance with respect to non-admitted

insurance placements by prowding for exclusive single-state regul atory

compliance for non-admitted ins\rance of multi-state risks, in accordance with

rules to be adopted by the commissiog, thereby providing certainty regarding

such compliance to al persons who hakan interest in such transactions,

including insureds, reqgul ators, surplus li nes(censees, other insurance

producers, and surplus lines insurers;

(5) establish aclearinghouse for receipt and ok ination of premium

tax and clearinghouse transaction data related to non-gmitted i nsurance of

multi-state risks, in accordance with rules adopted by the cognmission;

(6) improve coordination of regulatory resources and e%e(tise between

state i nsurance departments and other state agencies, as well as stat® surplus

lines stamping offices, with respect to non-admitted insurance;

VT LEG 264151.1
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allycation, data collection and dissemination for non-admitted insurance of

mulﬁate risks and single-state risks, in accordance with rules adopted by the

commission, thereby promoting the overall efficiency of the non-admitted

insurance market;

(8) adopt uniform mandatory rules with respect to requlatory

compliance requiremants for;

(A) foreign irgner dlicibility requirements; and

(B) surplus Iinespxwvhol der notices;

(9) establish the surpl us}s& insurance multi-state compliance compact

commission;

(10) coordinate reporting of clearlyghouse transaction data on non-

admitted insurance of multi-state risks among compacting states and

contracting states; and

(11) perform these and such other related funstions as may be consistent

with the purposes of the compact.

§ 5053. DEFINITIONS

For purposes of this chapter:

(1) “Admitted insurer” means an insurer that is licensed, or aythorized,

to transact the business of insurance under the laws of the home state. % shall

VT LEG 264151.1
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) “Affiliate” means with respect to an insured, any entity that controls,

is controlled by, or is under common control with the insured.

(3) _“Alngcation formula’ means the uniform methods adoptd by the

commission bv>hi ch insured risk exposures will be apportioned to each state

for the purpose of callulating premium taxes due.

(4) “Bylaws’ m the bylaws established by the commission for its

governance, or for directi nq\( controlling the commission’ s actions or

conduct.

(5) “Clearinghouse’” means th& commission’ s operations involving the

acceptance, processing, and disseminati 0, among the compacting states,

contracting states, surpluslines Iicensees,kreds and other persons, of

premium tax and clearinghouse transaction da&or non-admitted insurance of

multi-state risks, in accordance with this compact;d rules adopted by the

commission.

(6) “Clearinghouse transaction data’” means the inforkation regarding

non-admitted insurance of multi-state risks required to be reporied, accepted,

collected, processed, and disseminated by surplus lines Iicensees%gsurpl us

lines insurance and insureds for independently procured insurance ur& this

compact and rules adopted by the commission. Clearinghouse transaction Wata

VT LEG 264151.1
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&ari nghouse collect taxes on single-state risks for such state.

) “Commission” means the surplus lines insurance multi-state

compli ak% compact commission established by this compact.

(8) “Coxnmissioner” means the chief insurance regulatory official of a

state includi nq,gmmi ssioner, superintendent, director, or administrator, or

their designees.

(9) “Compact” means the surplus lines insurance multi-state compliance

compact established under%e chapter.

(10) “Compacting state”\eans any state which has enacted this

compact legislation and which hasx withdrawn pursuant to subsection

5065(a), or been terminated pursuant to Subsection 5065(b), of this chapter.

(11) “Contracting state” means any st&te which has not enacted this

compact legislation but has entered into awri%x contract with the commission

to use the services of and fully participate in the clg(i nghouse.

(12) “Control.” An entity has “control” over a%ber entity if:

(A) theentity directly or indirectly or acting through one or more

other persons own, controls, or has the power to vote 25 per%\or more of any

class of voting securities of the other entity; or

(B) the entity controlsin any manner the election of amajority of the

directors or trustees of the other entity.

VT LEG 264151.1
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businegss or, in the case of an individual, theindividual’s principal residence; or

(ii) if 100 percent of the insured risk is located out of the state

referred to in Subdivision (A)(i) of this subsection, the state to which the

greatest Dercenge of theinsured’ s taxable premium for that insurance

contract is alocated.

(B) |If morethai\one insured from an affiliated group are named

insureds on asingle non-adxted insurance contract, the term “home state”

means the home state, as determiwed pursuant to subdivision (A) of this

subsection, of the member of the affNated group that has the largest

percentage of premium attributed to it}sder such insurance contract.

(14) “Independently procured insurange’ means i nsurance procured by

an insured directly from asurplus lines insurer 0x other non-admitted insurer as

permitted by the laws of the home state.

(15) “Insurer digibility requirements’ means the\griteria, forms, and

procedures established to qualify as a surplus lines insurer 0xader the law of the

home state provided that such criteria, forms, and proceduras§e consistent

with the express provisions of NRRA on and after July 21, 2011.
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stake as its representative or representatives to the commission provided that

each cgmpacting state shall be limited to one vote.

(L7\"Multi-state risk” means arisk with insured exposures in more than

one state.

(18) “Non-sdmitted insurance” means surplus lines insurance and

independently procur&d insurance.

(19) “Non-admitte insurer” means an insurer that is not authorized or

admitted to transact the bus\qss of insurance under the law of the home state.

(20) “Noncompacting stat&’ means any state which has not adopted this

compact.

(21) “NRRA” means the Non-AdNitted and Reinsurance Reform Act of

2010 which is Title V, Subtitle B of the Déd-Frank Wall Street Reform and

Consumer Protection Act, Pub.L. 111-203.

(22) “Palicyholder notice” means the disclosi¥e notice or stamp that is

required to be furnished to the applicant or DOliCVhOl(é\in connection with a

surplus lines insurance placement.

(23) “Premium tax” means with respect to non-admitted Wosurance, any

tax, fee, assessment, or other charge imposed by a government entity directly

or indirectly based on any payment made as consideration for such instxance,
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st\pensﬂion given in consideration for a contract of insurance.

4) “Principal place of business’” means with respect to determining the

home st;‘of the insured, the state where the insured maintains its

headquarters and where the insured’ s high-level officers direct, control and

coordinate the &ness activities of theinsured.

(25) “PurchasiNg group” means any group formed pursuant to the

Liability Risk Retenti ob\ct of 1986, Pub.L . 99-63, which has as one of its

purposes the purchase of Ii;uitv insurance on a group basis, purchases such

insurance only for its group m;bers and only to cover their ssimilar or related

liability exposure and is composed ohmembers whose businesses or activities

are similar or related with respect to the Nability to which members are

exposed by virtue of any related, similar, or §ommon business, trade, product,

services, premises or operations and is domicilein any state.

(26) “Rule’ means a statement of general or Particular applicability and

future effect adoptd by the commission designed to im ent, interpret, or

prescribe law or policy or describing the organization, proc&dure, or practice

requirements of the commission which shall have the force aé\effect of law in

the compacting states.

state.

(27) “Single-state risk” means a risk with insured exposures in ogly one

VT LEG 264151.1
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9) “State transaction documentation” means the information required

under trbaws of the home state to be filed by surplus lines licensees in order

to report sué\;s lines insurance and verify compliance with surplus lines laws,

and by insureds inorder to report independently procured insurance.

(30) “Surplus Naes insurance” means insurance procured by a surplus

lines licensee from a surphus lines insurer or other non-admitted insurer as

permitted under the law of% home state. It shall also mean excess lines

insurance as may be defined by agplicable state law.

(31) “Surpluslinesinsurer” s a non-admitted insurer eigible under

the law of the home state to accept busi from asurplus lines licensee. It

shall also mean an insurer whichis permitt&to write surplus lines insurance

under the laws of the state where such insurer is\domiciled.

(32) “Surpluslineslicensee’” means an indivitual, firm, or corporation

licensed under the law of the home state to place surpluklines insurance.

§5054. ESTABLISHMENT OF THE COMMISSION; VENUE

(a) The compacting states hereby create and establish aioi\mpublic agency

known as the surplus lines insurance multi-state compliance comp

commission.

VT LEG 264151.1
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power to adopt mandatory rules which establish exclusive home state authority

reqa%&aq non-admitted insurance of multi-state risks, allocation formulas,

clearinghoyse transaction data, a clearinghouse for receipt and distribution of

alocated pé\ium tax and clearinghouse transaction data, and uniform

rulemaking procedures and rules for the purpose of financing, administering,

operating, and enforchag compliance with the provisions of this compact, its

bylaws, and rules.

(c) Pursuant to section 5085 of this chapter, the commission shall have the

power to adopt mandatory rul eﬁ\slabl ishing foreign insurer igibility

reguirements and a concise and obiglive policyholder notice regarding the

nature of a surplus lines placement.

(d) The commission is abody corporate &nd politic, and an instrumentality

of the compacting states.

(e) The commission is solely responsible for its Nabilities except as

otherwise specifically provided in this compact.

(f) Venueis proper and judicia proceedings by or against the commission

shall be brought solely and exclusively in a court of compete}wrisdicti on

where the principa office of the commission islocated. The commission may

waive venue and jurisdictional defenses to the extent it adopts or coréqts to

participate in aternative dispute resolution proceedings.
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\The commission shall adopt mandatory rules establishing:

) alocation formulas for each type of non-admitted insurance

coveraq&/hi ch alocation formulas must be used by each compacting state

and contracting state in acquiring premium tax and clearinghouse transaction

data from surplus\ines licensees and insureds for reporting to the

clearinghouse created\by the compact commission. Such allocation formulas

will be established Withﬂput from surplus lines licensees and be based upon

readily available datawithénplicitv and uniformity for the surplus line

licensee as a material consideratign.

(2) Uniform clearinghouse tr tion data reporting reguirements for

al information reported to the clearinghduse.

(3) Methods by which compacting st and contracting states reguire

surplus lines licensees and insureds to pay premNm tax and to report

clearinghouse transaction data to the cleari nqhous&ncl uding processing

clearinghouse transaction data through state stamping service offices, state

i nsurance departments, or other state designated agencies o\entities.

(4)(A) That non-admitted insurance of multi-state riskgqall be subject

to al of the regulatory compliance reguirements of the home stat;xcl usively.

Home state regulatory compliance requirements applicable to surplus INes

insurance shall include but not be limited to:

VT LEG 264151.1
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5@ us lines insurance;

(ii) insurer dligibility requirements or other approved

non-admi insurer requirements;

}\) diligent search; and

(iv) e transaction documentation and clearinghouse transaction

data regarding the painent of premium tax as set forth in this compact and

rules to be adopted by thé\commission.

(B) Home state reqXIatorv compliance reguirements applicable to

independently procured insuraé&pl acements shall include but not be limited

to providing state transaction domhmtation and clearinghouse transaction

data regarding the payment of premi u%ax as set forth in this compact and

rules adopted by the commission.

(5) That each compacting state and contragting state may charge its own

rate of taxation on the premium allocated to such state based on the applicable

alocation formula provided that the state establ ish%%si ngle rate of taxation

applicable to all non-admitted insurance transactions and no\other tax, fee

assessment, or other charge by any governmental or quasi-qc%mmental

agency be permitted. Notwithstanding the foregoing, stamping of\fk.efe&s may

be charged as a separate, additional cost unless such fees are incorpor into

astate’ ssingle rate of taxation.
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CONtracting state be restricted to changes made prospectively on not less than

90 Qﬁ advance notice to the compact commission.

(7) Yhat each compacting state and contracting state shall require

premium ta%avments ether annually, semiannually, or quarterly using one or

more of the folmnq dates only: March 1, June 1, September 1, and

December 1.

(8) That each compacting state and contracting state prohibit any other

state agency or political subxwision from reguiring surplus lines licensees to

provide clearinghouse transactioN data and state transaction documentation

other than to the insurance departré\l or tax officials of the home state or one

single designated agent thereof.

(9) The obligation of the home state by itself, through a designated

agent, surplus lines stamping or service office,XCOIIect clearinghouse

transaction data from surplus line licensee and fro}(nsuredsfor independently

procured insurance, where applicable, for reporting t()»s clearinghouse.

(10) A method for the clearinghouse to periodically rt to

compacting states, contracting states, surplus lines licensees an\insureds who

independently procure insurance, all premium taxes owed to eac%&the

compacting states and contracting states, the dates upon which paymert, of
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cléaringhouse.

1) That each surpluslinelicenseeis required to belicensed only in the

home st;‘of each insured for whom surplus lines insurance has been

procured.

(12) That a\policy considered to be surplus lines insurance in the

insured’ s home state $hall be considered surplus lines insurancein al

compacting states and coNtracting states, and taxed as a surplus lines

transaction in all statesto v%ch aportion of therisk isalocated. Each

compacting state and contractik'aate shall require each surplus lines licensee

to pay to every other compacting stadg and contracting state premium taxes on

each multi-state risk through the cl ear%house at such tax rate charged on

surplus lines transactions in such other co%acti ng states and contracting states

on the portion of the risk in each such compacting state and contracting state as

determined by the applicable uniform allocation forkula adopted by the

commission. A policy considered to be independentl%(ocured insurancein

the insured’ s home state shall be considered independently Wrocured insurance

in all compacting states and contracting states. Each compacting state and

contracting state shall require the insured to pay every other compating state

and contracting state the independently procured insurance premium tax on
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al\hcati on formula adopted by the commission.

3) Uniform foreign insurer eligibility requirements as authorized by

NRRA.

(14) A Nniform policyholder notice.

(15) Unifoin treatment of purchasing group surplus lines insurance

placements.
8 5056. POWERS OF TNE COMMISSION

The commission shall hgkthe powers to:

(1) adopt rulesand oper%qq procedures, pursuant to section 5059 of

this chapter, which shall have the bﬁe and effect of law and shall

be binding

in the compacting states to the extent %&i n the manner provided in this

compact;

(2) bring and prosecute legal proceedings\or actions in the name of the

commission, provided that the standing of any state\nsurance department to

sue or be sued under applicable law shall not be affectetk

(3)_issue subpoenas requiring the attendance and teé(nonv of witnesses

and the production of evidence, provided however, the commﬁion is not

empowered to demand or subpoena records or data from non-admi

insurers;
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cléaringhouse for the receipt of premium tax and clearinghouse transaction

data régarding non-admitted insurance of multi-state risks, single-state risks

for states Which elect to require surplus lines licensees to pay premium tax on

single statek(s through the clearinghouse and tax reporting forms;

(5) Durcrge and maintain insurance and bonds;

(6) borrow, %t or contract for services of personnd, including, but

not limited to, employ f a compacting state or stamping office, pursuant to

an open, transparent, obj ec%e, competitive process and procedure adopted by

the commission;

(7) hire employees, professiongls or specialists, and € ect or appoint

officers, and to fix their compensati on}efi ne their duties and give them

appropriate authority to carry out the purp&s of the compact, and determine

their qualifications, pursuant to an open, transp t, objective competitive

process and procedure adopted by the commission; &nd to establish the

commission’ s personnel policies and programs rel ati rko conflicts of interest,

rates of compensation and qualifications of personnel, and 6ther related

personnel matters;

(8) accept any and all appropriate donations and grants of mdpey,

equipment, supplies, materials and services, and to receive, use and disgose of
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%proprietv and/or conflict of interest;

) lease, purchase, accept appropriate qifts or donations of, or otherwise

to own,%kd, improve, or use any property, real, personal, or mixed; provided

that at all tiksthe commission shall avoid any appearance of impropriety or

conflict of inter&

(10) sl con%g mortgage, pledge, |ease, exchange, abandon, or

otherwise dispose of any Wroperty real, personal, or mixed;

(11) providefor tax it rules and procedures for the compacting states

with respect to the alocation of premium taxes, including:

(A) Minimum audit standﬁds, including sampling methods.

(B) Review of internal control

(C) Cooperation and sharing of @t responsibilities between

compacting states.

(D) Handling of refunds or credits due to Gyerpayments or improper

alocation of premium taxes.

(E) Taxpayer records to be reviewed including a rjnimum retention

period.

(F) Authority of compacting states to review, challenge, &k re-audit

taxpayer records.
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(13)\provide for dispute resolution among compacting states and

contracting stafes;

(14) advéwomoacti ng states and contracting states on tax-rel ated

issues relating toin s, insureds, surplus lines licensees, agents or brokers

domiciled or doing busk:s in non-compacting states, consistent with the

purposes of this compact;

(15) make available advicdand training to those personnel in state

stamping offices, state insurance d tments or other state departments for

record keeping, tax compliance, and tax ®llocations; and to be a resource for

state insurance departments and other state dgpartments;

(16) establish abudget and make expenditres;

(17) borrow money;

(18) appoint and oversee committees, including agvisory committees

comprised of members, state insurance regul ators, state legislators or their

representatives, insurance industry and consumer representatives, and such

other interested persons as may be designated in this compact and the bylaws;

(19) establish an executive committee of not less than seven norynore

than 15 representatives, which shall include officers el ected by the commisSsion
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b\e\ws. Representatives of the executive committee shall serve aone year

term. YRepresentatives of the executive committee shall be entitled to one vote

each. Theexecutive committee shall have the power to act on behaf of the

commissiorNth the exception of rulemaking, during periods when the

commission is &i n session. The executive committee shall oversee the day

to day activities of %\admi nistration of the compact, including the activities of

the operations committeg\created under this section and compliance and

enforcement of the provi siAof the compact, its bylaws and rules, and such

other duties as provided herein as deemed necessary.

(20) establish an operationsgmmittee of not less than seven and not

more than 15 representatives to provi (Qnalvsis, advice, determinations, and

recommendations regarding technology, soft\vare, and systems integration to

be acquired by the commission and to provi dg\alvsis, advice, determinations

and recommendations regarding the establi shmenB& mandatory rulesto be

adopted to be by the commission.

(21) enter into contracts with contracting states so that contracting states

can use the services of and fully participate in the clearinghou

subject to the

terms and conditions set forth in such contracts;

(22) adopt and use a corporate sea ; and
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acNjeve the purposes of this compact consistent with the state requlation of the

busk of insurance.

§ 5057. GANIZATION OF THE COMMISSION

(a)(1) Membership, voting, and bylaws. Each compacting state shall have

and be limited to §ne member. Each state shall determine the qualifications

and the method by which it selects a member and set forth the s ection

process in the enabli nq}ovi sion of the legislation which enacts this compact.

In the absence of such a pro\\q’ on the member shall be appointed by the

governor of such compacting stade. Any member may be removed or

suspended from office as provi dedkthe law of the state from which he or she

shall be appointed. Any vacancy ocabnq in the commission shall befilledin

accordance with the laws of the compacti r}Qate wherein the vacancy exists.

(2) Each member shall be entitled to or&te and shall otherwise have

an opportunity to participate in the governance ofk commission in

accordance with the bylaws.

(3) The commission shall, by amajority vote of the rhembers, prescribe

bylaws to govern its conduct as may be necessary or appropré&to carry out

the purposes and exercise the powers of the compact including:

(A) establishing the fiscal year of the commission;
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coNmission, the executive committee, and the operations committee;

(C) providing reasonable standards and procedures for the

establish t and meetings of committees, and for governing any general or

specific delémi on of any authority or function of the commission;

(D) prowding reasonabl e procedures for calling and conducting

meetings of the commission that consist of a majority of commission members,

ensuring reasonable ad%&ce notice of each such meeting and providing for the

right of citizens to attend egisuch meeting with enumerated exceptions

designed to protect the public’s\\ler&st, the privacy of individuals, and

insurers’ and surplus lines licensees Nproprietary information, including trade

secrets. The commission may meet in&nera only after amajority of the

entire membership votes to close a mesti nq\n toto or in part. Assoon as

practicable, the commission must make public:

(i) _acopy of the vote to close the meetiNg revealing the vote of

each member with no proxy votes allowed, and

(ii) votes taken during such meeting;

(E) establishing the titles, duties, and authority and r nable

procedures for the election of the officers of the commission;

(F) providing reasonable standards and procedures for the

establishment of the personnel policies and programs of the commission.
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é&e, the bylaws shall exclusively govern the personnel policies and programs

of tAommission;

) adopting a code of ethics to address permissible and prohibited

activities ofkmmi ssion members and employees:

(H) prowding a mechanism for winding up the operations of the

commission and the equitable disposition of any surplus funds that may exist

after the termination of the compact after the payment and reserving of all of

its debts and obligations;

(4) The commission shall Rublish its bylaws in a convenient form and

file a copy thereof and a copy of an endment thereto, with the appropriate

agency or officer in each of the companq states.

(b)(1) Executive committee, personnel,Xnd chairperson. An executive

committee of the commission shall be establiskd. All actions of the executive

committee, including compliance and enforcemen&e subject to the review

and ratification of the commission as provided in the b S.

(2) The executive committee shall have no more tr>\15 representatives,

or one for each state if there are less than 15 compacting stat&ho shall serve

for aterm and be established in accordance with the bylaws.

(3) The executive committee shall have such authority and duties as may

be set forth in the bylaws, including:
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m\ the bylaws and purposes of the commission;

(B) establishing and overseeing an organizationa structure within,

and approlriate procedures for the commission to provide for the creation of

rules and oé&ti ng procedures.

(©) O\Aeei ng the offices of the commission; and

(D) _plannind, implementing, and coordinating communications and

activities with other state\federal and local government organizations in order

to advance the goals of the&mmi ssion.

(4) The commission shahnnuallv elect officers from the executive

committee, with each having suchxghoritv and duties, as may be specified in

the bylaws.

(5) The executive committee may, subiect to the approva of the

commission, appoint or retain an executive diredtor for such period, upon such

terms and conditions and for such compensation a&\e commission may deem

appropriate. The executive director shall serve as secéary to the commission,

but shall not be a member of the commission. The executive director shall hire

and supervise such other persons as may be authorized by thekﬁmmission.

(c)(1) Operations committee. An operations committee shall b

established. All actions of the operations committee are subject to the Neview

and oversight of the commission and the executive committee and must be
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ée(mi nations and recommendations of the operations committee unless good

caus& shown why such determinations and recommendati ons should not be

approved.\Any disputes as to whether good cause exists to reject any

determi natio\nor recommendation of the operations committee shall be

resolved by the nigjority vote of the commission.

(2) The operatigns committee shall have no more than 15

representatives or onefo h state if there are less than 15 compacting states,

who shall servefor aterm% shall be established as set forth in the bylaws.

(3) _The operations com%\ee shall have responsibility for:

(A) evauating technol oq>*equi rements for the clearinghouse,

assessing existing systems used by sta%equl atory agencies and state stamping

offices to maximize the efficiency and successful integration of the

clearinghouse technology systems with state and\state stamping office

technology platforms and to minimize costs to the shtes, state stamping offices

and the clearinghouse;

(B) making recommendations to the executive coymittee based on

its analysis and determination of the clearinghouse technol oqv\equi rements

and compatibility with existing state and state stamping office systéms;

(C) evauating the most suitable proposals for adoption as rkqdatorv

rules, assessing such proposals for ease of integration by states, and likelihgod
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ée(mi nations and recommendations; and

(D) such other duties and responsihilities as are delegated to it by the

bylaws, the executive committee, or the commission.

(4) All resentatives of the operations committee shall beindividuas

who have extensne experience or employment in the surplus lines insurance

business, includi nq&cutiveﬁ and attorneys employed by surplus line insurers,

surplus line licensees, |lam firms, state insurance departments, or state stamping

offices. Operations commée representatives from compacting states which

use the services of a state stampiRg office must appoint the chief operating

officer or asenior manager of the staie stamping office to the operations

committee.

(d)(1) Legidslative and advisory committegs. A legislative committee

comprised of state legislators or their designees $hall be established to monitor

the operations of and make recommendations to, thé\commission, including the

executive committee. The manner of selection and ter\\of any legidative

committee member shall be as set forth in the bylaws. PrioNto the adoption by

the commission of any uniform standard, revision to the bvlakannual budget

or other significant matter as may be provided in the bylaws, the&ecutive

committee shall consult with and report to the legislative committee.
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byhaws may provide for the carrying out of its functions.

(e) \Corporate records of the commission. The commission shall maintain

its corporate books and records in accordance with the bylaws.

() (1) Q@{fiedimmunitv, defense, and indemnification. The members,

officers, executivadirector, employees, and representatives of the commission,

the executive commitiee, and any other committee of the commission shall be

immune from suit and liaRility, either personally or in their official capacity,

for any claim for damage to Ot loss of property or personal injury or other civil

liability caused by or arising out &f any actual or alleged act, error, or omission

that occurred, or that the person agaikst whom the claim is made had a

reasonable basis for believing occurremithi n the scope of commission

employment, duties, or responsibilities. l\mqi ng in this subdivision shall be

construed to protect any such person from suit oxliability for any damage, 1oss,

injury, or liability caused by the intentional or wih or wanton misconduct of

that person.

(2) The commission shall defend any member, officex, executive

director, employee, or representative of the commission, the &;utive

committee, or any other committee of the commission in any civixcti on

seeking to impose liability arising out of any actual or alleged act, erroN, or

omission that occurred within the scope of commission employment, du% or
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éeonabl e basis for believing occurred within the scope of commission

emplo\ment, duties, or responsibilities, provided that the actual or alleged act

error or>nission did not result from that person’s intentional or willful or

wanton miscoyduct. Nothing herein shall be construed to prohibit that person

from retaining k\or her own counsd!.

(3) _The commission shall indemnify and hold harmless any member,

officer, executive directoN employee, or representative of the commission,

executive committee, or any §ther committee of the commission for the

amount of any settlement or juddwent obtained against that person arising out

of any actual or alleged act, error, or\9mission that occurred within the scope

of commission employment, duties, oksponsi bilities, or that such person had

areasonable basis for believing occurred v}hi n the scope of commission

employment, duties, or responsibilities, proviékthat the actual or alleged act,

error or omission did not result from the intenti ormr willful or wanton

misconduct of that person.

§5058. MEETINGS AND ACTS OF THE COMMISSIO

(a) The commission shall meet and take such actions as a&onsi stent with

the provisions of this compact and the bylaws.

(b) Each member of the commission shall have the right and power\o cast

avote to which that compacting state is entitled and to participatein the
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Ah other means as provided in the bylaws. The bylaws may provide for

mem\bgrs’ participation in meetings by telephone or other means of

communi ¢gtion.

(c) The&\mission shall meet at |east once during each calendar year.

Additional meetings shall be held as set forth in the bylaws.

(d) Public notice skhall be given of all meetings and al meetings shall be

open to the public, excephas set forth in the rules or otherwise provided in the

compact.

(e) The commission shall adogt rules concerning its meetings consi stent

with the principles contained in the

overnment in the Sunshine Act,” 5

U.S.C. § 552b, as may be amended.

(f) The commission and its committees ray close a meeting, or portion

thereof, where it determines by majority vote th

an open meeting would be

likely to:

(1) relate solely to the commission’s interna personnel practices and

procedures,

(2) disclose matters specifically exempted from disclosule by federal

and state statute;

(3) disclose trade secrets or commercia or financial informationyvhich

is privileged or confidential;
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(5) disclose information of apersona nature where disclosure would

constityte a clearly unwarranted invasion of personal privacy;

( 6)\51i sclose investigative records compiled for law enforcement

Urposes; or

(7) specificdlly relate to the commission’s issuance of a subpoena, or its

participation in aciviNaction or other legal proceeding.

(q) For ameeting, Aportion of ameeting, closed pursuant to this

provision, the commission’ s egal counsal or designee shall certify that the

meeting may be closed and shall xeference each relevant exemptive provision.

The commission shall keep minutgvhi ch shall fully and clearly describe all

matters discussed in a meeting and shall rovide a full and accurate summary

of actions taken, and the reasons therefore, iNcluding a description of the views

expressed and the record of aroll cal vote. All §Jocuments considered in

connection with an action shall be identified in suciNminutes. All minutes and

documents of aclosed meeting shall remain under se%bi ecttorelease by a

majority vote of the commission.

§5059. RULES AND OPERATING PROCEDURES; RULEMAKING

FUNCTIONS OF THE COMMISSION

(a) Rulemaking authority. The commission shall adopt reasonablellesin

order to effectively and efficiently achieve the purposes of this compact.
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hemaki ng authority in a manner that is beyond the scope of the purposes of

thi skmpact, or the powers granted hereunder, then such an action by the

commission shall beinvalid and have no force or effect.

(b) Rule%ski ng procedure. Rules shall be made pursuant to a rulemaking

process that substantially conforms to the Model State Administrative

Procedure Act of 1984 Act, Uniform Laws Annotated, Vol. 15, p.1 (2000) as

amended, as may be apprypriate to the operations of the commission.

(c) Effective date. All rulgs and amendments, thereto, shall become

effective as of the date specifi e&o each rule, operating procedure, or

amendment.

(d) Not later than 30 days after a rule\s adoptd, any person may filea

petition for judicial review of the rule, proviled that the filing of such a

petition shall not stay or otherwise prevent the rtd e from becoming effective

unless the court finds that the petitioner has asub%tial likelihood of success.

The court shall give deference to the actions of the co%(uissi on consistent with

applicable law and shall not find the rule to be unlawful i%\e rule represents a

reasonabl e exercise of the commission’s authority.

§ 5060. COMMISSION RECORDS; ENFORCEMENT

(a) The commission shall adopt rules establishing conditions and

procedures for public inspection and copying of its information and offici
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mvi duals, insurers, insureds, or surplus lines licensee trade secrets. State

tran;ion documentation and clearinghouse transaction data collected by the

clearinghoyse shall be used for only those purposes expressed in or reasonably

implied unob*{he provisions of this compact and the commission shall afford

this data the brc;w protections as permitted by any applicable law for

proprietary informatidn, trade secrets, or personal data. The commission may

adopt additional rules L% which it may make available to federal and state

agencies, including law en%cement agencies, records and information

otherwise exempt from discl os}& and may enter into agreements with such

agenciesto receive or exchangei n%mati on or records subject to

nondisclosure and confidentiality prméqns

(b) Except asto privileged records, data,\and information, the laws of any

compacting state pertaining to confidential itv>\wondiscl osure shall not relieve

any compacting state member of the duty to discléanv rel evant records,

data, or information to the commission, provided that disclosure to the

commission shall not be deemed to waive or otherwise affest any

confidentiality requirement, and further provided that, except adotherwise

expressly provided in this compact, the commission shall not beAlect to the

compacting state' s laws pertaining to confidentiality and nondisclosuréywith

respect to records, data, and information in its possession. Confidential
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Arovided to any member, and the commission shall maintain the

con%mtial ity of any information provided by a member that is confidential

under th ember’s state law.

(c) The&\mission shall monitor compacting states for compliance with

duly adopted bylaws and rules. The commission shall notify any

noncomplying compagting state in writing of its noncompliance with

commission bylaws or rudes. If a noncomplying compacting state failsto

remedy its noncompli ance%(hi n the time specified in the notice of

noncompliance, the compacting &tate shall be deemed to be in default as set

forth in section 5065 of this chapter.

§5061. DISPUTE RESOLUTION

(a) Before amember may bring an action\in a court of competent

jurisdiction for violation of any provision, sta&d, or requirement of the

compact, the commission shall attempt, upon the%uest of a member, to

resolve any disputes or other issues that are subject toﬁ\s compact and which

may arise between two or more compacting states, contractiag states or

noncompacting states, and the commission shall adopt a rule>&vidi ng

alternative dispute resol ution procedures for such disputes.

(b) The commission shall also provide aternative dispute resolutio

procedures to resolve any disputes between insureds or surplus lines licen
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Aiect of this compact.

(c) A ny alternative dispute resolution procedures shall be used in

circumstances where a dispute arises as to which state constitutes the home

state.

§5062. REVIEVWOF COMMISSION DECISIONS

() Except asnec y for adopting rules to fulfill the purposes of this

compact, the commissio all not have authority to otherwise regul ate

insurance in the compacti n&ates.

(b) Not later than 30 days ak( the commission has given notice of any rule

or alocation formula, any third partWfiler or compacting state may appeal the

determination to areview pand appointegd by the commission. The

commission shall adopt rules to establish pxceduresfor appointing such

review pands and provide for notice and hearin®y, An allegation that the

commission, in making compliance or tax determk(i ons acted arbitrarily,

capricioudly, or in amanner that is an abuse of discre%q or otherwise not in

accordance with the law, is subject to judicial review in aé&rdance with

subsection 5054(f) of this chapter.

(c) The commission shall have authority to monitor, review and\ econsider

commission decisions upon afinding that the determinations or al o&:}ons do

not meet the relevant rule. Where appropriate, the commission may with

VT LEG 264151.1



10

11

12

13

14

15

16

17

18

19

20

21

BILL ASINTRODUCED AND PASSED BY SENATEAND HOUSE  S.36
2011 Page 37 of 102

Aiect to the appeal process in subsection (b) of this section.

8 5(% FINANCE

(a) Thdcommission shall pay or provide for the payment of the reasonable

expenses of itsestablishment and organization. To fund the cost of itsinitial

operations the coamission may accept contributions, grants, and other forms

of funding from the sSte stamping offices, compacting states, and other

SOurces.

(b) The commission shall\collect afee payable by theinsured directly or

through a surplus lines licensee 0y each transaction processed through the

compact clearinghouse, to cover the ®ost of the operations and activities of the

commission and its staff in atotal amountt sufficient to cover the commission’s

annual budget.

(c) The commission’s budget for afiscal yeak shall not be approved until it

has been subject to notice and comment as set forthW section 5059 of this

chapter.

(d) The commission shall be regarded as performing tial

governmental functions in exercising such powers and functio\sand in

carrying out the provisions of this compact and of any law relating thereto, and

shall not be required to pay any taxes or assessments of any character, lvied

by any state or political subdivision thereof, upon any of the property u i

VT LEG 264151.1



10

11

12

13

14

15

16

17

18

19

BILL ASINTRODUCED AND PASSED BY SENATEAND HOUSE  S.36
2011 Page 38 of 102

%(n asale or exchange.

(e) \T'he commission shall keep complete and accurate accounts of all its

internalkei pts, including grants and donations, and disbursements for al

funds under\iscontrol . Theinternal financial accounts of the commission

shall be subject to\the accounting procedures established under its bylaws. The

financial accounts and\ reports including the system of internal controls and

procedures of the commision shall be audited annually by an independent

certified public accountantxpon the determination of the commission, but

not less frequently than every three vears, the review of the independent

auditor shall include a management and performance audit of the commission.

The commission shall make an annual report to the governor and legislature of

the compacting states, which shall include axgport of the independent audit.

The commission’ sinternal accounts shall not bexconfidential and such

materials may be shared with the commissioner, tk@ontrol ler, or the stamping

office of any compacting state upon request provided, hgwever, that any work

papers related to any internal or independent audit and any Naformation

regarding the privacy of individuals, and licensees and insurer\ proprietary

information, including trade secrets, shall remain confidential.
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property held by or vested in the commission or to any commission funds held

pursmknt to the provisions of this compact.

(g) Th® commission shall not make any political contributions to

candidates for\el ected office, elected officials, political parties, nor political

action committ; The commission shall not engage in lobbying except with

respect to changes to ¥his compact.

§5064. COMPACTIN ATES, EFFECTIVE DATE AND

AMENDMENT

(a) Any stateis digible to bedpme a compacting state.

(b) The compact shall become tive and binding upon legidlative

enactment of the compact into law bvm compacting states, provided the

commission shall become effective for pu&ses of adopting rules, and creating

the clearinghouse when there are atotal of 10 compacting states and

contracting states or, adternatively, when there arekmpacti ng states and

contracting states representing greater than 40 percen%&the surpluslines

i nsurance premium volume based on records of the percentage of surplus lines

i nsurance premium set forth in section 5069 of this chapter. Thereafter, it shall

become effective and binding as to any other compacting state upoN, enactment

of the compact into law by that state. Notwithstanding the foregoing, tke

clearinghouse operations and the duty to report clearinghouse transaction dgta
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st\mi ssion effective date. For states which join the compact subsequent to

the }thive date, a start date for reporting clearinghouse transaction data shall

be set by the commission provided surplus lines licensees and all other

interested D}N@S receive not less than 90 days advance notice.

(c) Amendréits to the compact may be proposed by the commission for

enactment by the com¥pacting states. No amendment shall become effective

and binding upon the comymission and the compacting states unless and until

al compacting states enact the amendment into law.

§ 5065. WITHDRAWAL,; DEB\ULT: TERMINATION

(a)(1) Withdrawal. Once effecke, the compact shall continue in force and

remain binding upon each and every compacting state, provided that a

compacting state may withdraw from thebnpact by enacting a statute

specifically repealing the statute which enacted e compact into law.

(2) The effective date of withdrawal is theef\ective date of the repealing

statute. However, the withdrawal shall not apply to anyNtax or compliance

determinations approved on the date the repealing statute bécomes effective,

except by mutual agreement of the commission and the withch/i ng state

unless the approval is rescinded by the commission.
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ex®eutive committee of the commission in writing upon the introduction of

qui%on repealing this compact in the withdrawing state.

(4) Yhe commission shall notify the other compacting states of the

i ntroduction of such legislation within 10 days after its receipt of notice

thereof.

(5) The withdrawing stateis responsible for all obligations, duties, and

liabilities incurred throudk the effective date of withdrawal, including any

obligations, the performancef which extend beyond the effective date of

withdrawal. To the extent those §bligations may have been released or

relinquished by mutual agreement of\the commission and the withdrawing

state, the commission’ s determinati on%ru’ or to the effective date of withdrawa

shall continue to be effective and be qivenkl force and effect in the

withdrawing state, unless formally rescinded bythe commission.

(6) Reinstatement following withdrawal of}v compacting state shall

occur upon the effective date of the withdrawing state réenacting the compact.

(b)(1) Default. If the commission determines that any cempacting state has

at any time defaulted in the performance of any of its obl iqatb\e or

responsibilities under this compact, the bylaws, or duly adoptd rtkthen after

notice and hearing as set forth in the bylaws, all rights, privileges, and efits

conferred by this compact on the defaulting state shall be suspended from the
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%(ude failure of a compacting state to perform its obligations or

r%p%a’ hilities, and any other grounds designated in commission rules. The

commissiodn shall immediately notify the defaulting state in writing of the

defaulting s&e’ s suspension pending a cure of the default. The commission

shall stipulate t%conditi ons and the time period within which the defaulting

state must cureitsd It. If the defaulting state fails to cure the default within

the time period specified Wy the commission, the defaulting state shall be

terminated from the compa}end al rights, privileges, and benefits conferred

by this compact shall be termi %ed from the effective date of termination.

(2) Decisions of the commissian that are issued on the effective date of

termination shall remain in force in the defaulting state in the same manner as

if the defaulting state had withdrawn vol uk(i ly pursuant to subdivision (1) of

this subsection.

(3) Reinstatement foll owing termination of compacting state

requires areenactment of the compact.

(c)(1) Dissolution of compact. The compact dissolves effective upon the

date of the withdrawal or default of the compacting state which\educes

membership in the compact to one compacting state.

(2) Upon the dissolution of this compact, the compact becomes null and

\

void and shall have no further force or effect, and the business and affairs
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;ordance with the rules and bylaws.

§ 5060, SEVERABILITY AND CONSTRUCTION

(a) Thdprovisions of this compact shall be severable and if any phrase,

clause, sentense, or provision is deemed unenforceable, the remaining

provisions of tf&ompact shall be enforceable.

(b) The provisiondof this compact shall beliberally construed to effectuate

itS purposes.

(c) Throughout this compsct the use of the singular shall include the plurd

and vice-versa.

(d) The headings and captions of \articles, sections, and subsections used in

this compact are for convenience only shall be ignored in construing the

substantive provisions of this compact.

§5067. BINDING EFFECT OF COMPACT AND OTHER LAWS

(a)(1) Other laws. Nothing herein prevents th&forcement of any other

law of a compacting state except as provided in subdivi¥ion (2) of this

subsection.

(2) Decisions of the commission, and any rules, and any Rther

requirements of the commission shall constitute the exclusive ruhx

determination applicable to the compacting states. Any law or regul ati
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h‘commissi on is preempted with respect to the following:

(A) clearinghouse transaction data reporting requirements;

) the alocation formul g;

(C) 8learinghouse transaction data collection reguirements;

(D) prerRium tax payment time frames and rules concerning

dissemination of da%emonq the compacting states for non-admitted insurance

of multi-state risks and single-state risks;

(E) exclusive compNance with surplus lines law of the home state of

the insured:;

(F) rulesfor reporting to a 8learinghouse for receipt and distribution

of clearinghouse transaction data rel atg(o non-admitted insurance of

multi-state risks;

(G) uniform foreign insurers ligibilit\reguirements;

(H) uniform policyholder notice; and

(1) _uniform treatment of purchasing groups précuring non-admitted

insurance.

(3) Except as stated in subdivision (2) of this subsection,\any rule,

uniform standard, or other requirement of the commission shall (bvetitutethe

exclusive provision that a commissioner may apply to compliance or t
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&mission shall abrogate or restrict:

(A) the access of any person to state courts;

) the availability of aternative dispute resolution under section

5061 of thi skaoter;

(©) tfbemedi% available under state law related to breach of

contract, tort, or otév aws not specificaly directed to compliance or tax

determinations;

(D) state law relating to the construction of insurance contracts; or

(E) the authority of thesttorney general of the state, including but not

limited to maintaining any acti ons&oroceedi ngs, as authorized by law.

(b)(1) Binding effect of thiscomp%\All lawful actions of the

commission, including all rules adoptd bvk commission, are binding upon

the compacting states, except as provided herei

(2) All agreements between the commission a0d the compacting states

are binding in accordance with their terms.

(3) _Upon the request of a party to a conflict over the Kneaning or

interpretation of commission actions, and upon a majority voteRf the

compacting states, the commission may issue advisory opinionsr ding the

meaning or interpretation in dispute. This provision may be implemented by

rule at the discretion of the commission.
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limjts imposed on the legislature of any compacting state, the obligations,

dutiépowers, or jurisdiction sought to be conferred by that provision upon

the commigsion shall be ineffective as to that state and those obligations duties,

powers, or b&edi ction shall remain in the compacting state and shall be

exercised by the agency thereof to which those obligations, duties, powers, or

jurisdiction are delegated by law in effect at the time this compact becomes

effective.

§5068. VERMONT COMMSSION MEMBER; SELECTION

The Vermont member of the\ommission shall be sdlected jointly by the

qgovernor, the speaker of the house, 2yd the committee on committees.

§5069. SURPLUSLINE INSURANCX\PREMIUMS BY STATE

State Premiums based on Share of Total
taxes paid ($) Premiums (%

Alabama 445,746,000

Alaska 89,453,519

Arizona 663,703,267

Arkansas 201,859,750

Cdifornia 5,622,450,467

Colorado 543,781,333

Connecticut 329,358,800
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Kentucky

Louisana
Maine
Maryland

M assachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska

Nevada

Page 47 of 102
02:826:060 031
2,660,908,760 8.75
895,643,150 295
232,951,489 0.77
74,202,255 0.24
1,016,504,629 334
412,265,320 1.36
0.53
55

853,173,288

60,111,200

434,887,600

708,640,225

703,357,040

393,128,400

263,313,175

404,489,860

64,692,873

92,141,167

354,271,514
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N EERHG——————el 02-046-250 34

1,087,994,033 3.58

67,608,458 0.22

2,768,618,083 9.11

North Caroli 514,965,060 1.69

North Dakota 36,223,943 0.12

Ohio 342,000,000 1.12

Oklahoma 1.05

Oregon 103

Pennsylvania 2.57

Rhode Island 0.24
South Carolina 412,489,825
South Dakota 38,702,120
Tennessee 451,775,240
Texas 3,059,170,454
Utah 142,593,412
Vermont 41,919,433
Virginia 611,530,667
Washington 739,932,050

West Virginia 130,476,250
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082

Xoming 40,526,967

0.13

Tota 30,400,197,251

100.00

**x Amendmentsto Existing VT Laws™* * *

Sec. 2. 8 V.SMA. §5022 is amended to read:

§5022. DEFINI'NONS
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A dmittod incien aa¥atala A lnclLiror naccocci N artificato f

(a) Nowvithstanding subsection (b) of this section, as used in this chapter,

unlessthe %t reguires otherwise, words and phrases shall have the

meaning given unger Title V, Subtitle B of the Dodd-Frank Wall Street

Reform and Consumex Protection Act, Pub.L. 111-203.

(b) For purposes of thiks chapter:

(1) “Admitted insurAmeans an insurer possessing a certificate of

authority to transact business ihhi s state issued by the commissioner pursuant

to section 3361 of thistitle.

(2) “Commissioner” means the comnmissioner of banking, insurance,

securities, and health care administration.

(3) “Domestic risk” means a subject of insurance which is resident,

located, or to be performed in this state.

(4) “To export” means to place surpluslinesin cewith a

non-admitted insurer.

(5) “Home state’ means, with respect to an insured:

(A)(i) the state in which an insured maintains its principa place of

business or, in the case of an individual, theindividual’s principal resi
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L)\ _if 100 norcont o hao lnciirad - acatod ovitcida
A LA J — — — — =

éﬁ(red to in subdivision (A)(i) of this subsection, the state to which the

greatelt percentage of the insured' s taxable premium for that insurance

contract iS\alocated.

(XJ If more than one insured from an affiliated group are named

insureds on a sindhe non-admitted insurance contract, the term “home state”

means the home state\as determined pursuant to subdivision (A) of this

subdivision (5), of the mémber of the affiliated group that has the largest

percentage of premium attrib\ted to it under such insurance contract.

(6) “NAIC” means the nathonal association of insurance commissioners.

(7) “Surpluslines broker” means an individual licensed under this

chapter and chapter 131 of thistitle.

(8) “Surpluslinesinsurance’ means cyverage not procurable from

admitted insurers.

(9) “Surpluslinesinsurer” means anon-admi¥ed insurer with which

i nsurance coverage may be placed under this chapter.

Sec. 3. 8V.SA. §5024 is amended to read:
§5024. CONDITIONS FOR PLACEMENT OF INSURANC

(a) Insurance coverage, except as described in section 5025 of tNjs chapter,
shall not be placed with a nonadmitted insurer unless the full amount o

insurance required is not reasonably procurable from admitted insurers act
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(b) Notwitstanding any other provision of this section, the commissioner

may order eligibl&for export any class or classes of insurance coverage or risk
for which he or she fiRds there to be an inadequate competitive market among
admitted insurers either as to acceptance of the risk, contract terms or premium
or premium rate.

(c) The due diligence search Nor reasonably procurable insurance coverage

required under subsection (a) of thissection is not required for an exempt

commercial purchaser, provided:

(1) the surplus lines broker procuringWr placing the surplus lines

insurance has disclosed to the exempt commercigl purchaser that such

insurance may be available from an admitted insureNand may provide greater

protection with more regulatory oversight; and

(2) the exempt commercia purchaser has subsequently requested in

writing the surplus lines broker to procure or place such insurange from a

nonadmitted insurer.
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§3025. EXCEPTIONS CONCERNING PLACEMENT OF INSURANCE
WITH NONADMITTED INSURERS; RECORDS

The prdyisions of this chapter controlling the placement of insurance with
nonadmitted iNsurers shall not apply to life insurance, health insurance,
annuities, or reinsyrance, nor to the following insurance when so placed by any
licensed producer in tRis state:

(1) insurance on sUR)jects located,+esident-or-to-be performed-wholly

outside thisstate whose homastate i s other than Vermont;

Sec. 5. 8V.SA. §5026 is amended %o read:
§5026. SOLVENT INSURERS REQUIRED

() Surplus Where Vermont is the home Mate of the insured, surplus lines

brokers shall not knowingly place or continue lus lines insurance with
nonadmitted insurers who are insolvent or unsound Wnancially, and in no event
shall any surplus lines broker place any insurance with nonadmitted insurer
unless such insurer:

(1) has paid to the commissioner an initial fee of $100.00\and an annual
listing fee of $300.00, payable before March 1 of each year;

(2) has furnished the commissioner with a certified copy of its cyrent

annual statement; and
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) the minimum capital and surplus requirements under the law of

this state; or

(B) $15%00,000.00; and

(4) if an dlien iNsurer, ir-addition-to-therequirements-of-subdivisions

ala a N - e NNh—_Nhac actahlichen -~ NA-1N alla m
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hald o ha hana a a NaLIrAr < NA holde NA-hang ac 1N the
SHRS S Slme S cine S oo ci S caHES
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cceS OHIOALES S Sivie - 0 ci c c cHod c
memhar-o ala a'a fa Laoco o S\/ctam accA hald 1N <t 1o aYa'
c S S -5 c c O c - o—i
NO holde Nad-hene ac 1N the Nited St a'al a1l aTa acs than
90 o+g cHE0 aH-ES -~ -5 Ao S o> ci
0_000-000-001n Qll O ha foreaolng -~ alalda'alNil  a'aala'a Naca ~
SAS S AV S omS S LS, g i ciHGHeg U - -
Nnas o Qe hald 1n <t on onsist o a\Via's a'a Of N ihstan ala
G > > - C S S - - S Jotat C
camea ch cta alaWa alala’a a a aalahlailnvestmea a ala
C ci-aicter—aHtgud o S C gHa - S
N alaNada| a alala a'ala Am a'a Bl alaBlda ala od-to wrNe a
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kindsof inasurance is listed on the quarterly listing of alien insurers maitained

by the NAIC international insurers department.
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noR-admitted insurer may receive approval upon an affirmative finding of

acce}ﬁbilitv by the commissioner. The finding shall be based upon such

factors asyuality of management, capital and surplus of any parent company,

company uh&writi ng profit and i nvestment-income trends, market

availability, ankmoanv record and reputation within the industry. In no

event, however, shallXhe commissioner make an affirmative finding of

acceptability when the lus lines insurer’s capital and surplusisless than

$4,500,000.00.

(¢) The commissioner may frym timeto time publish alist of al
nonadmitted insurers deemed by him\or her to be currently eligible surplus
linesinsurers under the provisions of thisection, and shall mail a copy of such
list to each surplus lines broker. Fhe-commissionermay-satishy-this-subsection

N Aobirna-fthe <t O alalda\V/ia'a N
0 oo v CH— oo o v T

A lNnclira Nformation- Officao ha N af\aon A ccn
G OH- A | S.S

Nonadm
O e - >, A

thsdrance Commissioners: This subsection shall not be\geemed to cast upon
the commissioner the duty of determining the actual financigl condition or
claims practices of any nonadmitted insurer; and the status of eNgibility, if
granted by the commissioner, shall indicate only that the insurer apgears to be
sound financially and to have satisfactory claims practices, and that the

commissioner has no credible evidence to the contrary. While any such liskis
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sulNplus lines insurance business placed by him or her. However, upon the

requesiof a surplus lines broker or an insured, the commissioner may deem a
nonadmitted insurer to be an eligible surpluslines insurer for purposes of this
subsection prigr to publication of the name of such surplus linesinsurer on the
list.

Sec. 6. 8 V.SA. 8§ 5087(a) is amended to read:

(a) Ypen Where Vermpnt is the home state of the insured, the surplus lines

broker, upon placing a domextjc risk with a surplus linesinsurer, the-surptus
Hnes-breker shall promptly deliv to the insured the policy issued by the
surpluslinesinsurer, or if such policikis not then available, a certificate, cover
note, or other confirmation of insurance,\showing the description and location
of the subject of the insurance, coverage, coditions and term of the insurance,
the premium and rate charged and taxes collectey from the insured, and the
name and address of the insured and surplus linesinsurer. If theriskis
assumed by more than one insurer, the document or docyments shall state the
name and address and proportion of the entire risk assum

Sec. 7. 8V.S.A. §5028 is amended to read:

§5028. INFORMATION REQUIRED ON CONTRACT

Eaech Where Vermont is the home state of the insured, each surplus Nnes

broker through whom a surplus lines insurance coverage is procured shall
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hid\or her name, address and license number, and the name and address of the

produder, if any, through whom the business originated. Where such coverage
is placed With an eligible surplus lines insurer there shall be stamped or written
conspicuousi\N n no smaller than 10 point bol df ace type of a contrasting color
upon the first pag® of the policy and the confirmation of insuranceif any, “The
company issuing this\Rolicy has not been licensed by the state of Vermont and
the rates charged have noybeen approved by the commissioner of insurance.
Any default on the part of thé\insurer is not covered by the Vermont Insurance
Guaranty Association.”

Sec. 8. 8V.S.A. § 5033(a) is amendsd to read:

(@) Each Where Vermont is the homé\state of the insured, each surplus

lines broker shall keep in his or her office a NIl and true record of each surplus

lines insurance contract covering a domestic rist\placed by or through him or
her with a surplus lines insurer, including a copy of Yhe daily report, if any, and

showing such of the following items as may be appli

Sec. 9. 8 V.SA. §5035(a) is amended to read:

(a) Gress Where Vermont is the home state of the insured, grosspremiums

charged, less any return premiums, for surplus lines coverages placed Wjth

nonadmitted insurers are subject to a premium receipts tax of three percent)
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time of delivery of policy or other confirmation of insurance, in addition to the
full ampunt of the gross premium charged by the insurer for the insurance.
The tax of\any portion of the premium unearned at termination of insurance
shall be returned to the policyholder by the surplus lines broker. Nothing
contained in this 8gction will preclude a surplus lines broker from charging a
fee to the purchaser okthe contract sufficient to recover the amount of this tax.
Sec. 10. 8 V.SA. 8 5036\s amended to read:

§5036. DIRECT PLACEMBNT OF INSURANCE

(a) Everyinsured and every sglf-insurer in this state for whom thisis their

home state, who procures or causes t§ be procured or continues or renews

insurance from any non-admitted insuref\ covering a subject located or to be
performed within this state, other than insuragce procured through a surplus
lines broker pursuant to this chapter, shall, beforg March 1 of the year after the
year in which the insurance was procured, continuet\or renewed, file awritten
report with the commissioner on forms prescribed and f\rnished by the

commissioner. The report shall show:

Sec. 11. 8 V.SA. §5037(7) isamended to read:

(7) Vielatien Material violation of any provision of this chapter;\or
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beneficiary arg the insurer issuing any policy upon such application, shall be

regarded as repres

enting the insured and his or her beneficiary and not the
insurer; except any insurer which directly or through its agents deliversin this
state to any surplus lines Nasurance broker a policy or contract for insurance
pursuant to the application or\request of the surplus lines insurance broker,
acting for an insured other than Mynself or herself, shall be deemed to have
authorized the surplus lines insurancbroker to receive on its beha f payment
of any premium which is due on the polgy or contract for insurance at the time
of itsissuance or delivery.

(b) [Repealed,]

(c) Notwithstanding any other provision of thisti{le, a person licensed as a
surplus lines insurance broker in his or her home state shall receive a
nonresident surplus lines insurance broker license pursuant Yo section 4800 of
this chapter.

(d) The commissioner shall participate in the nationa insurance\producer

database of the NAIC, or any other equivalent uniform national dataée, for

the licensure of surpluslines brokers and the renewa of such licenses.

VT LEG 264151.1
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i 13. EFFECTIVE DATE

his act shall take effect on passage.

* * * Authorization to Enter into Compact or Agreement * * *
.SA. 85020 isadded to read:

THORIZATION TO ENTER INTO COMPACT OR OTHER
AGREEMENT; NON-ADMITTED INSURANCE

(a) The qenéel assembly finds that:

(1) The Do}d-Frank Wall Street Reform and Consumer Protection Act,
Pub.L. 111-203, was\gigned into law on July 21, 2010. Title V, Subtitle B of
that act is known as the Non-Admitted and Reinsurance Reform Act of 2010
(NRRA). NRRA states thi{:

(A) the placemeNf non-admitted insurance shall be subject to the
statutory and regulatory requ\ements solely of theinsured’'s home state; and

Sec. 1
§ 5020.

(B) any law, regulatior\ provision, or action of any state that applies
or_purports to apply to non-a&nitted insurance sold to, solicited by, or
negotiated with an insured whos\ home state is another state shall be
preempted with respect to such appliéﬁti on; except that any state law, rule, or
regulation that restricts the placement X workers compensation insurance or
excess insurance for sdf-funded worNers compensation plans with a
non-admitted insurer shall not be preempted\,

(2) In compliance with NRRA, no state\other than the home state of an
insured may require any premium tax pavmen\for non-admitted insurance;
and no state other than an insured’s home state\mav reguire a surplus lines
broker to be licensed in order to sdl, solicit, 0k negotiate non-admitted

insurance with respect to such insured. \

(3) NRRA intends that the states may enter into axompact or otherwise
establish procedures to allocate among the states the premym taxes paid to an
insured’'s home state; and that each state adopt na\gr‘lwide uniform
requirements, forms, and procedures, such as an interstaté\ compact, that
provides for the reporting, payment, collection, and allocatio\ of premium
taxes for non-admitted insurance. \

(4) By July 21, 2011, if Vermont does not enter into a compac\or other
reciprocal agreement with other states for the purpose of coMecting,
allocating, and disbursing premium taxes and fees attributable to mult\state
risks, the state could lose up to 20 percent of its surplus lines premium\ax
collected annually. In fiscal year 2010, Vermont's surplus lines premium tax
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pﬁor approval required in subsection (c) of this section, may enter into a

com\act, cooperative agreement, reciprocal agreement, or multistate
aqree?ﬂent with another state or states to provide for the reporting, payment,
collectibn, and allocation of premium fees and taxes imposed on non-admitted
insurance\ The commissioner may also enter into other cooperative
aqreements\Nith surplus lines stamping offices and other similar entities
located in other states related to the capturing and processing of insurance
premium and tax data. The commissioner is further authorized to participate
in any clearinghoyse established under any such agreement or agreements for
the purpose of collecting and disbursing to reciprocal states any funds
collected and applicdble to properties, risks, or _exposures located or to be
performed outside of thls state. To the extent that other states where portions
of the insured propertieArisks, or _exposures are located have failed to enter
into a compact or reciprycal allocation procedure with Vermont, the net
premium tax collected shall Be retained by Vermont.

(c) Prior to entering into\ compact, cooperative agreement, reciprocal
agreement, or multistate agreemnt with another state or states pursuant to
subsection (b) of this section, the cdnmissioner shall obtain the prior approval
of the joint fiscal committee, in cosultation with the chairs of the senate
committee on finance and the house cgmmittees on ways and means and on
commer ce and economic devel opment.

(d) ByJuly 1, 2011, if a clearinqhoéq’s not established or otherwise in
operation in order to implement NRRA, all p ts and taxes that otherwise
would be payable to such a clearinghousk shall be submitted to the
commissioner or with a voluntary domestic oxganization of surplus lines
brokers with which the commissioner has contNacted for the purpose of
collecting and allocating all payments and taxes.

(e) The commissioner may adopt rules deemed nec y to carry out the
pur poses of this section.

* * * NRRA Conforming Amendments to Existing V'NLaws * * *
Sec. 2. 8V.SA. §5022 isamended to read:
§5022. DEFINITIONS
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(a) Notwithstandind\subsection (b) of this section, as used in this chapter,
unless the context reques otherwise, words and phrases shall have the
meaning given under Titl e\c Subtitle B of the Dodd-Frank Wall Street Reform
and Consumer Protection AC\ Pub.L. 111-203, as amended.

(b) For purposes of this chaier:

(1) “ Admitted insurer” r%ans an insurer possessing a certificate of
authority to transact business in thi s\state issued by the commissioner pursuant
to section 3361 of thistitle.

(2) “Commissioner” means the §pmmissioner of banking, insurance,

securities, and health care administrati on.\\D
(3) “Domestic risk” means a subject\of insurance which is resident,

located, or to be performed in this state.

(4) “To export” means to place surpNs lines insurance with a
non-admitted insurer.

(5) “Home state” means, with respect to an insuNed:

(A)(i) the state in which an insured maintai r&ts principal place of
business or, in the case of an individual, the individual’s b(i ncipal residence;
or

(ii) if 100 percent of theinsured risk is Iocate&side the state
referred to in subdivision (A)(i) of this subsection, the state}Q which the
greatest percentage of the insured's taxable premium for that\insurance
contract is allocated.

(B) If more than one insured from an affiliated group are Named
insureds on a single non-admitted insurance contract, the term “ home s‘ﬁate”
means the home state, as determined pursuant to subdivision (A) of t\is
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(6) “NAIC" means the national association of insurance commissioners.

) “Surplus lines broker” means an individual licensed under this
chapter \and chapter 131 of thistitle.

(8) \ Surplus lines insurance’” means coverage not procurable from
admitted indyers.

(9) “ S}ﬂ us lines insurer” means a non-admitted insurer with which
insurance coveréqe may be placed under this chapter.

Sec.3. 8V.SA. § 4 is amended to read:
8§5024. CONDITIONSFOR PLACEMENT OF INSURANCE

, except as described in section 5025 of this chapter,
nonadmitted insurer unless the full amount of
insurance required is not Yeasonably procurable from admitted insurers
actually transacting that kind\and class of insurance in this state; and the
amount of insurance exported\g¢hall be only the excess over the amount
procurable from admitted insurer\actually transacting and insuring that kind
and class of insurance.

(a) Insurance covera
shall not be placed with

(b) Notwithstanding any other proXsion of this section, the commissioner
may order eligible for export any class\gr classes of insurance coverage or
risk for which he or she finds there to be\an inadequate competitive market
among admitted insurers either as to acceptance of the risk, contract terms or
premiumor premiumrate.

(c) Thedue diligence search for reasonably pNcur able insurance coverage
required under subsection (a) of this section is Pnt reguired for an exempt
commercial purchaser, provided:

(1) the surplus lines broker procuring or playng the surplus lines
insurance has disclosed to the exempt commercial Murchaser that such
insurance may be available from an admitted insurer and MYy provide greater
protection with more regulatory oversight; and

(2) the exempt commercial purchaser has subsequentl\ requested in
writing the surplus lines broker to procure or place such insurynce from a
nonadmitted insurer.

Sec. 4. 8 V.SA. 85025 isamended to read:

§ 5025. EXCEPTIONS CONCERNING PLACEMENT OF INSU
WITH NONADMITTED INSURERS, RECORDS
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msurance on subjects tecated;—+esident—orte-be-performed-whoty

e whose home state is other than Vermont;

* * %

Sec. 5. 8 V.SA §5026 is amended to read:
§5026. SOLVENN INSURERS REQUIRED

(a) Sarplus Whee Vermont is the home state of the insured, surplus lines
brokers shall not kndingly place or continue surplus lines insurance with
nonadmitted insurers Who are insolvent or unsound financially, and in no
event shall any surplus INes broker place any insurance with a nonadmitted
insurer unless such insurer:

(1) N N2 d ta tha comikaiccinne N 1Niti oo Nt 10000 ala N NN
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3} has and maintains capital; us-or—both-to-policyholders-in-an

ameunt—net—%—than&&@@&@@&@@— and surpl us or its eguivalent under the
laws of its domiciliary jurisdiction which eyuals the greater of:

(A) the minimum capital and surphs reguirements under the law of
this state; or

(B) $15,000,000.00; and

(2 |fanaI|en|nsurer n-addition-to-the redirements-of subdivision
a . G alaa’s () ) -y a ~--. o ala ) ) ) a
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) the NAIC mternatlonal insurers department

) Notwithstanding the capital and surplus requirements of this section, a
non-admitted insurer may receive approval upon an affirmative finding of
acceptbbilitv by the commissioner. The finding shall be based upon such
factors axquality of management, capital and surplus of any parent company,
company \underwritinq profit and investment-income trends, market
availabilitv,\and company record and reputation within the industry. In no
event, howeve, shall the commissioner make an affirmative finding of
acceptability whsn the surplus lines insurer’s capital and surplus is less than
$4,500,000.00.

(©) The commidgoner may from time to time publish a list of all
nonadmitted insurers 8gemed by him or her to be currently éigible surplus
lines insurers under the\provisions of this section, and shall mail a ‘copy of
such Ilst to each surplus\ines broker.

SHHSE alalla' goptHha-tHhe HSEo alalda -~ N
oy aaoo PPHOVEd vimvaw

ava L_=A'=nn a'a ASHEe -’ aas =- e Lee a he—Na =n' ASSO . a

Hrsaranee-Commissioners:  Thi\subsection shall not be deemed to cast upon
the commissioner the duty of dedrmining the actual financial condition or
claims practices of any nonadmitteq insurer; and the status of digibility, if
granted by the commissioner, shall ind§cate only that the insurer appearsto be
sound financially and to have satisfagtory claims practices, and that the
commissioner has no credible evidence to\the contrary. While any such list is
in effect, the surplus lines broker shall regtrict to the insurers so listed all
surplus lines insurance business placed by Nm or her. However, upon the
request of a surplus lines broker or an insured\the commissioner may deem a
nonadmitted insurer to be an eligible surplus linég insurer for purposes of this
subsection prior to publication of the name of such\urplus lines insurer on the
list.

Sec. 6. 8 V.SA. §5027(a) isamended to read:

(&) Ypen Where Vermont is the home state of the insurgd, the surplus lines
broker, upon placing a domestic risk with a surplus lines ingurer, the-surplus
Hnesbroker shall promptly deliver to the insured the policy issued by the
surpluslinesinsurer, or if such policy is not then available, a ceNificate, cover
note, or other confirmation of insurance, showing the descriptionynd location
of the subject of the insurance, coverage, conditions and term of the\psurance,
the premium and rate charged and taxes collected from the insur
name and address of the insured and surplus lines insurer. If the\isk is
assumed by more than one insurer, the document or documents shall stalg the
name and address and proportion of the entire risk assumed by each insure
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broke\through whom a surplus lines insurance coverage is procured shall
endorsa\pn the outside of the policy and on any confirmation of the insurance,
his or her\game, address and license number, and the name and address of the
producer, iNany, through whom the business originated. Where such coverage
is placed wilQ an dligible surplus lines insurer there shall be stamped or
written conspidyously 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, “\\he company issuing this policy has not been licensed by
the state of Vermon\and the rates charged have not been approved by the
commissioner of insurgnce. Any default on the part of the insurer is not
covered by the Vermont Igsurance Guaranty Association.”

Sec. 8. 8 V.SA. §5033(a) iNamended to read:

(@) Eaeh Where Vermont\s the home state of the insured, each surplus
lines broker shall keep in his Yy her office a full and true record of each
surplus lines insurance contract cvering a domestic risk placed by or through
him or her with a surpluslinesin , including a copy of the daily report, if
any, and showing such of the followinyitems as may be applicable:

Sec. 9. 8V.SA. §5035(a) isamended to r

(a) Gress Where Vermont is the home statg of the insured, gross premiums
charged, less any return premiums, for surplo§ lines coverages placed with
nonadmitted insurers are subject to a premium Nceipts tax of three percent,
which shall be collected from the insured by the Nyrplus lines broker at the
time of delivery of policy or other confirmation of ins\rance, in addition to the
full amount of the gross premium charged by the insyer for the insurance.
The tax on any portion of the premium unearned at ter’fynation of insurance
shall be returned to the policyholder by the surplus lineg broker. Nothing
contained in this section will preclude a surplus lines brokeNfrom charging a
fee to the purchaser of the contract sufficient to recover the unt of this tax.
Where the insurance covers properties, risks, or exposures loogted or to be
performed both in and out of this state, the sum payable shall B¢ computed
based on gross premiums charged, less any return premiums, as foll\ys:

(1) An amount equal to three percent on that portion of the mms
applicable to properties, risks, or exposures located or to be perfor in

Vermont; plus

VT LEG 264151.1



BILL ASINTRODUCED AND PASSED BY SENATE AND HOUSE S.36
2011 Page 67 of 102

Végmont. Such percentage shall be determined based on the laws of the

iuri&iiction within which the property, risk, or exposure is located or to be

non-admitted insurer, covering a subject located or to be

performed within ti\s state, other than insurance procured through a surplus

(7) Vielation Material violatiyn of any provision of this chapter; or
Sec. 12. 8 V.SA. §4807 isamended toy ead:
§4807. SURPLUSLINESINSURANCE RROKER

(&) Every surplus lines insurance brokgr who solicits an application for
insurance of any kind, in any controversy b&ween the insured or his or her
beneficiary and the insurer issuing any policy dpon such application, shall be
regarded as representing the insured and his ol\her beneficiary and not the
insurer; except any insurer which directly or throut its agents deliversin this
state to any surplus lines insurance broker a policy § contract for insurance
pursuant to the application or request of the surplus\nes insurance broker,
acting for an insured other than himself or herself, shay be deemed to have
authorized the surplus lines insurance broker to receive oNits behalf payment
of any premium which is due on the policy or contract for insyrance at the time
of itsissuance or delivery.

(b) [Repealed]

(c) Notwithstanding any other provision of thistitle, a person li
surplus lines insurance broker in his or her home state shall
nonresident surplus lines insurance broker license pursuant to section
this chapter.
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<10t later than July 1, 2012, the commissioner_shall participate in the

national inSiramee-groducer database of the NAIC, or any other equivalent
uniform national database~fexthe licensure of surplus lines brokers and the
renewal of such licenses.

Sec. 13. EFFECTIVE DATE
—TS-act-chal-tala-cHaci-cn-pacsade:

* * * Surplus Lines | nsurance Multi-state Compliance Compact * * *
Sec. 1. 8 V.SA. chapter 138A isadded to read:

CHAPTER 138A. SURPLUSLINESINSURANCE MULTI-STATE
COMPLIANCE COMPACT

8 5050. FINDINGS
The general assembly makes the following findings of fact:

(1) The Dodd-Frank Wall Street Reform and Consumer Protection Act,
Pub.L. 111-203, was signed into law on July 21, 2010. Title V, Subtitle B of
that act is known as the Non-Admitted and Reinsurance Reform Act of 2010
(NRRA). NRRA states that:

(A) the placement of non-admitted insurance shall be subject to the
statutory and regulatory requirements solely of the insured’ s home state; and

(B) any law, regulation, provision, or action of any state that applies
or_purports to apply to non-admitted insurance sold to, solicited by, or
negotiated with _an insured whose home state is another state shall be
preempted with respect to such application; except that any state law, rule, or
reqgulation that restricts the placement of workers' compensation insurance or
excess insurance for self-funded workers compensation plans with a
non-admitted insurer shall not be preempted.

(2) In compliance with NRRA, no state other than the home state of an
insured may require any premium tax payment for non-admitted insurance;
and no state other than an insured’s home state may require a surplus lines
broker to be licensed in order to sdl, solicit, or negotiate non-admitted
insurance with respect to such insured.

(3) NRRA intends that the states may enter into a compact or otherwise
establish procedures to allocate among the states the premium taxes paid to an
insured’'s home state; and that each state adopt nationwide uniform
requirements, forms, and procedures, such as an interstate compact, that
provides for the reporting, payment, collection, and allocation of premium
taxes for non-admitted insurance.
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(4) Atfter the expiration of the two-year period beginning on the date of
the enactment of NRRA, a state may not collect any fees relating to licensing of
an individual or entity as a surplus lines licensee in the state unless the state
has in effect at such time laws or regulations that provide for participation by
the state in the national insurance producer database of the National
Association of Insurance Commissioners (NAIC), or any other egquivalent
uniform national database, for the licensure of surplus lines licensees and the
renewal of such licenses.

(5) A need exists for a system of regulation that will provide for surplus
lines insurance to be placed with reputable and financially sound non-admitted
insurers, and that will permit orderly access to surplus lines insurance in this
state and encourage insurers to make new and innovative types of insurance
available to consumersin this state.

(6) Protecting the revenue of this state and other compacting states may
be accomplished by facilitating the payment and collection of premium tax on
non-admitted insurance and providing for allocation of premium tax for
non-admitted insurance of multi-state risks among the states in accordance
with uniform allocation formulas.

(7) _The efficiency of the surplus lines market may be improved by
elimnating duplicative and inconsistent tax and regulatory reguirements
among the states, and by promoting and protecting the interests of surplus
lines licensees who assist such insureds and non-admitted insurers, thereby
ensuring the continued availability of non-admitted insurance to consumers.

(8) Regulatory compliance with respect to non-admitted insurance
placements may be streamlined by providing for exclusive single-state
requlatory compliance for non-admitted insurance of multi-state risks, thereby
providing certainty regarding such compliance to all persons who have an
interest in such transactions, including insureds, regulators, surplus lines
licensees, other insurance producers, and surplus linesinsurers.

(9) Coordination of regulatory resources and expertise between state
insurance departments and other state agencies, as well as state surplus lines
stamping offices, with respect to non-admitted insurance will be improved
under the surplus lines insurance multi-state compliance compact.

(10) By July 21, 2011, if Vermont does not enter into a compact or other
reciprocal agreement with other states for the purpose of collecting,
allocating, and disbursing premium taxes and fees attributable to multi-state
risks, the state could lose up to 20 percent of its surplus lines premium tax
collected annually. In fiscal year 2010, Vermont’s surplus lines premium tax
was $938,636.54. A revenue loss of 20 percent would be $187,727.31.
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§5051. INTENT; AUTHORITY TO ENTER OTHER AGREEMENT

(a) It is the intent of the general assembly to enact the surplus lines
insurance multi-state compliance compact as provided under this chapter, and
also to authorize the commissioner of banking, insurance, securities, and
health care administration to enter into another agreement pursuant to
subsections (b) and (c) of this section if the compact does not take effect.

(b) During the interim of the 2011-2012 legidative biennium and subject
to subsection (c) of this section, if the surplus lines insurance multi-state
compliance compact does not take effect under section 5064 of this title then,
in accordance with NRRA, the commissioner of banking, insurance, securities,
and health care administration may enter into a cooperative agreement,
reciprocal agreement, or multi-state agreement with another state or states to
provide for the reporting, payment, collection, and allocation of premium fees
and taxes imposed on non-admitted insurance. The commissioner may also
enter into other cooperative agreements with surplus lines stamping offices
and other similar entities located in other states related to the capturing and
processing of insurance premium and tax data. The commissioner is further
authorized to participate in any clearinghouse established under any such
agreement or_agreements for the purpose of collecting and disbursing to
reciprocal states any funds collected and applicable to properties, risks, or
exposures located or to be performed outside of this state. To the extent that
other states where portions of the insured properties, risks, or exposures are
located have failed to enter into a compact or reciprocal allocation procedure
with Vermont, the net premium tax collected shall be retained by Vermont.

(c) Prior to entering into a cooperative agreement, reciprocal agreement,
or multi-state agreement with another state or states pursuant to subsection (b)
of this section, the commissioner shall:

(1) Determine that the agreement isin Vermont’s financial best interest;
does not create an undue administrative burden on the state; and is consistent
with the reguirements of NRRA.

(2) Obtain the prior approval of the joint fiscal committee, in
consultation with the chairs of the senate committee on finance and the house
committees on ways and means and on commer ce and economic devel opment.

(d) By July 21, 2011, if a clearinghouse is not established or otherwise in
operation in order to implement NRRA, all payments and taxes that otherwise
would be payable to such a clearinghouse shall be submitted to the
commissioner or with a voluntary domestic organization of surplus lines
brokers with which the commissioner has contracted for the purpose of
collecting and allocating all payments and taxes.
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(e) The commissioner may adopt rules deemed necessary to carry out the
pur poses of this section.

8 5052. PURPOSES
The purposes of this compact are to:

(1) implement the express provisions of NRRA:

(2) protect the premium tax revenues of the compacting states through
facilitating the payment and collection of premium tax on non-admitted
insurance; protect the interests of the compacting states by supporting the
continued availability of such insurance to consumers, and provide for
allocation of premium tax for non-admitted insurance of multi-state risks
among the states in accordance with uniform allocation formulas to be
devel oped, adopted, and implemented by the commission;

(3) streamline and improve the efficiency of the surplus lines market by
eliminating duplicative and inconsistent tax and regulatory reguirements
among the states; and promote and protect the interest of surplus lines
licensees who assist such insureds and surplus lines insurers, thereby ensuring
the continued availability of surplus lines insurance to consumers,

(4) streamline requlatory compliance with respect to non-admitted
insurance placements by providing for exclusive single-state regulatory
compliance for non-admitted insurance of multi-state risks, in accordance with
rules to be adopted by the commission, thereby providing certainty regarding
such compliance to all persons who have an interest in such transactions,
including insureds, regulators, surplus lines licensees, other insurance
producers, and surplus linesinsurers;

(5) establish a clearinghouse for receipt and dissemination of premium
tax and clearinghouse transaction data related to non-admitted insurance of
multi-state risks, in accordance with rules adopted by the commission;

(6) improve coordination of regulatory resources and expertise between
state insurance departments and other state agencies as well as state surplus
lines stamping offices with respect to non-admitted insurance;

(7) adopt uniform rules to provide for premium tax payment, reporting,
allocation, data collection and dissemination for non-admitted insurance of
multi-state risks and single-state risks, in accordance with rules adopted by the
commission, thereby promoting the overall efficiency of the non-admitted
insurance market;

(8) adopt uniform mandatory rules with respect to regulatory
compliance reguirements for:

(A) foreigninsurer digibility reguirements; and
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(B) surplus lines policyholder notices;

(9) establish the surplus lines insurance multi-state compliance compact
commission;

(10) coordinate reporting of clearinghouse transaction data on non-
admitted insurance of multi-state risks among compacting states and
contracting states; and

(11) perform these and such other related functions as may be consistent
with the purposes of the compact.

8 5053. DEFINITIONS
For purposes of this chapter:

(1) “ Admitted insurer” means an insurer that is licensed, or authorized,
to transact the business of insurance under the laws of the home state. |t shall
not include a domestic surplus lines insurer as may be defined by applicable
state law.

(2) “Affiliate” means with respect to an insured, any entity that
controls, is controlled by, or isunder common control with the insured.

(3) “Allocation formula” means the uniform methods adoptd by the
commission by which insured risk exposures will be apportioned to each state
for the purpose of calculating premium taxes due.

(4) “Bylaws’ means the bylaws established by the commission for its
governance, or for directing or controlling the commission's actions or
conduct.

(5) “Clearinghouse’” means the commission’s operations involving the
acceptance, processing, and dissemination, among the compacting states,
contracting states, surplus lines licensees, insureds and other persons, of
premium tax and clearinghouse transaction data for non-admitted insurance of
multi-state risks, in accordance with this compact and rules adopted by the
commission.

(6) “ Clearinghouse transaction data” means the information regarding
non-admitted insurance of multi-state risks required to be reported, accepted,
collected, processed, and disseminated by surplus lines licensees for surplus
lines insurance and insureds for independently procured insurance under this
compact and rules adopted by the commission. Clearinghouse transaction
data includes information related to single-state risks if a state e ects to have
the clearinghouse collect taxes on single-state risks for such state.

(7)  “Commission” means the surplus lines insurance multi-state
compliance compact commission established by this compact.
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(8) “Commissioner” means the chief insurance regulatory official of a
state including, commissioner, superintendent, director, or administrator, or
their designees.

(9) “Compact” means the surplus lines insurance multi-state
compliance compact established under this chapter.

(10)  “Compacting state” means any state which has enacted this
compact legislation and which has not withdrawn pursuant to subsection
5065(a), or been terminated pursuant to subsection 5065(b), of this chapter.

(11) “ Contracting state” means any state which has not enacted this
compact legislation but has entered into a written contract with the
commission to use the services of and fully participate in the clearinghouse.

(12) “Control.” An entity has“ control” over another entity if:

(A) the entity directly or indirectly or acting through one or more
other persons own, controls, or has the power to vote 25 percent or more of
any class of voting securities of the other entity; or

(B) the entity controls in any manner the election of a majority of the
directors or trustees of the other entity.

(13)(A) “Home state” means, with respect to an insured:

(i) the state in which an insured maintains its principal place of
business or, in the case of an individual, the individual’s principal residence;
or

(i) if 100 percent of the insured risk is located out of the state
referred to in subdivision (A)(i) of this subsection, the state to which the
greatest percentage of the insured's taxable premium for that insurance
contract is allocated.

(B) __If more than one insured from an affiliated group are named
insureds on a single non-admitted insurance contract, the term “ home state”
means the home state, as determined pursuant to subdivision (A) of this
subsection, of the member of the affiliated group that has the largest
percentage of premium attributed to it under such insurance contract.

(14) “ Independently procured insurance” means insurance procured by
an insured directly from a surplus lines insurer or other non-admitted insurer
as per mitted by the laws of the home state.

(15) “Insurer €eigibility requirements’” means the criteria, forms, and
procedures established to qualify as a surplus lines insurer under the law of
the home state provided that such criteria, forms, and procedures are
consistent with the express provisions of NRRA on and after July 21, 2011.
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(16) “ Member” means the person or persons chosen by a compacting
state as its representative or representatives to the commission provided that
each compacting state shall be limited to one vote.

(17) “ Multi-state risk” means a risk with insured exposures in more
than one state.

(18) “Non-admitted insurance” means surplus lines insurance and
independently procured insurance.

(19) “ Non-admitted insurer” means an insurer that is not authorized or
admitted to transact the business of insurance under the law of the home state.

(20) “ Noncompacting state” means any state which has not adopted this
compact.

(21) “NRRA” means the Non-Admitted and Reinsurance Reform Act of
2010 which is Title V, Subtitle B of the Dodd-Frank Wall Sreet Reform and
Consumer Protection Act, Pub.L. 111-203.

(22) “ Policyholder notice’” means the disclosure notice or stamp that is
required to be furnished to the applicant or policyholder in connection with a
surplus lines insurance placement.

(23) “Premiumtax” means with respect to non-admitted insurance, any
tax, fee, assessment, or other charge imposed by a government entity directly
or indirectly based on any payment made as consideration for such insurance,
including premium deposits, assessments, registration fees, and any other
compensation given in consideration for a contract of insurance.

(24) “Principal place of business’ means with respect to determining
the home state of the insured, the state where the insured maintains its
headquarters and where the insured's high-level officers direct, control and
coordinate the business activities of the insured.

(25) “Purchasing group” means any group formed pursuant to the
Liability Risk Retention Act of 1986, Pub.L. 99-63, which has as one of its
purposes the purchase of liability insurance on a group basis, purchases such
insurance only for its group members and only to cover their similar or related
liability exposure and is composed of members whose businesses or activities
are similar or related with respect to the liability to which members are
exposed by virtue of any related, similar, or common business, trade, product,
services, premises or operations and is domiciled in any state.

(26) “Rule’” means a statement of general or particular applicability
and future effect adopted by the commission designed to implement, interpret,
or prescribe law or policy or describing the organization, procedure, or
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practice requirements of the commission which shall have the force and effect
of law in the compacting states.

(27) “ Sngle-state risk” means a risk with insured exposures in only one
State.

(28) “ Sate’” means any state, district, or territory of the United Sates
of America.

(29) " Sate transaction documentation” means the information required
under the laws of the home state to be filed by surplus lines licensees in order
to report surplus lines insurance and verify compliance with surplus lines
laws, and by insureds in order to report independently procured insurance.

(30) “Surplus lines insurance” means insurance procured by a surplus
lines licensee from a surplus lines insurer or other non-admitted insurer as
permitted under the law of the home state. It shall also mean excess lines
insurance as may be defined by applicable state law.

(31) “Surplus lines insurer” means a non-admitted insurer digible
under the law of the home state to accept business from a surplus lines
licensee. It shall also mean an insurer which is permitted to write surplus
lines insurance under the laws of the state where such insurer is domiciled.

(32) “Surplus lines licensee” means an individual, firm, or corporation
licensed under the law of the home state to place surplus lines insurance.

§ 5054. ESTABLISHMENT OF THE COMMISS ON; VENUE

(a) The compacting states hereby create and establish a joint public agency
known as the surplus lines insurance multi-state compliance compact
commission.

(b) Pursuant to section 5055 of this chapter, the commission shall have the
power to adopt mandatory rules which establish exclusive home state authority
regarding non-admitted insurance of multi-state risks, allocation formulas,
clearinghouse transaction data, a clearinghouse for receipt and distribution of
allocated premium tax and clearinghouse transaction data, and uniform
rulemaking procedures and rules for the purpose of financing, administering,
operating, and enforcing compliance with the provisions of this compact, its
bylaws, and rules.

(c) Pursuant to section 5055 of this chapter, the commission shall have the
power to adopt mandatory rules establishing foreign insurer eligibility
reguirements and a concise and objective policyholder notice regarding the
nature of a surplus lines placement.
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(d) The commission is a body corporate and politic, and an instrumentality
of the compacting states.

(e) The commission is solely responsible for its liabilities except as
otherwise specifically provided in this compact.

(f) Venueis proper and judicial proceedings by or against the commission
shall be brought solely and exclusively in a court of competent jurisdiction
where the principal office of the commission is located. The commission may
waive venue and jurisdictional defenses to the extent it adopts or consents to
participate in alter native dispute resolution proceedings.

8§ 5055. AUTHORITY TO ESTABLISH MANDATORY RULES
The commission shall adopt mandatory rules establishing:

(1) allocation formulas for each type of non-admitted insurance
coverage, which allocation formulas must be used by each compacting state
and contracting state in acquiring premium tax and clearinghouse transaction
data from surplus lines licensees and insureds for reporting to the
clearinghouse created by the compact commission. Such allocation formulas
will be established with input from surplus lines licensees and be based upon
readily available data with simplicity and uniformity for the surplus line
licensee as a material consideration.

(2) Uniform clearinghouse transaction data reporting reguirements for
all information reported to the clearinghouse.

(3) _Methods by which compacting states and contracting states require
surplus lines licensees and insureds to pay premium tax and to report
clearinghouse transaction data to the clearinghouse, including processing
clearinghouse transaction data through state stamping and service offices,
state insurance departments, or other state designated agencies or entities.

(4)(A) That non-admitted insurance of multi-state risks shall be subject
to all of the regulatory compliance requirements of the home state exclusively.
Home state regulatory compliance requirements applicable to surplus lines
insurance shall include but not be limited to:

(i) persons required to be licensed to sell, solicit, or negotiate
surplus lines insurance;

(i) insurer dligibility reguirements or other approved
non-admitted insurer requirements;

(iii) diligent search; and
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(iv) State transaction documentation and clearinghouse
transaction data regarding the payment of premium tax as set forth in this
compact and rules to be adopted by the commission.

(B) _Home state regulatory compliance requirements applicable to
independently procured insurance placements shall include but not be limited
to providing state transaction documentation and clearinghouse transaction
data regarding the payment of premium tax as set forth in this compact and
rules adopted by the commission.

(5) That each compacting state and contracting state may charge its
own rate of taxation on the premium allocated to such state based on the
applicable allocation formula provided that the state establishes one single
rate of taxation applicable to all non-admitted insurance transactions and no
other tax, fee assessment, or other charge by any governmental or quasi-
governmental agency be permitted. Notwithstanding the foregoing, stamping
office fees may be charged as a separate, additional cost unless such fees are
incorporated into a state’' s single rate of taxation.

(6) That any change in the rate of taxation by any compacting state or
contracting state be restricted to changes made prospectively on not less than
90 days advance notice to the compact commission.

(7) _That each compacting state and contracting state shall require
premium tax payments either annually, semiannually, or quarterly using one
or_more of the following dates only: March 1, June 1, September 1, and
December 1.

(8) That each compacting state and contracting state prohibit any other
state agency or political subdivision from requiring surplus lines licensees to
provide clearinghouse transaction data and state transaction documentation
other than to the insurance department or tax officials of the home state or one
single designated agent ther eof.

(9) The obligation of the home state by itself, through a designated
agent, surplus lines stamping or service office, to collect clearinghouse
transaction data from surplus line licensee and from insureds for
independently procured insurance, where applicable, for reporting to the

clearinghouse.

(10) A method for the clearinghouse to periodically report to
compacting states, contracting states, surplus lines licensees and insureds who
independently procure insurance, all premium taxes owed to each of the
compacting states and contracting states, the dates upon which payment of
such premium taxes are due and a method to pay them through the

clearinghouse.
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(11) That each surpluslinelicenseeisrequired to be licensed only in the
home state of each insured for whom surplus lines insurance has been

procured.

(12) That a policy considered to be surplus lines insurance in the
insured’'s home state shall be considered surplus lines insurance in all
compacting states and contracting states, and taxed as a surplus lines
transaction in all states to which a portion of the risk is allocated. Each
compacting state and contracting state shall reguire each surplus lines
licensee to pay to every other compacting state and contracting state premium
taxes on each multi-state risk through the clearinghouse at such tax rate
charged on surplus lines transactions in such other compacting states and
contracting states on the portion of the risk in each such compacting state and
contracting state as determined by the applicable uniform allocation formula
adopted by the commission. A policy considered to be independently procured
insurance in the insured’'s home state shall be considered independently
procured insurance in all compacting states and contracting states. Each
compacting state and contracting state shall require the insured to pay every
other compacting state and contracting state the independently procured
insurance premium tax on each multi-state risk through the clearinghouse
pursuant to the uniform all ocation formula adopted by the commission.

(13) Uniform foreign insurer digibility requirements as authorized by
NRRA.

(14) A uniform policyholder notice.

(15) Uniform treatment of purchasing group surplus lines insurance
placements.
8 5056. POWERS OF THE COMMISS ON

The commission shall have the power s to:

(1) adopt rules and operating procedures, pursuant to section 5059 of
this chapter, which shall have the force and effect of law and shall be binding
in the compacting states to the extent and in the manner provided in this

compact;
(2) bring and prosecute legal proceedings or actions in the name of the

commission, provided that the standing of any state insurance department to
sue or be sued under applicable law shall not be affected:

(3)_issue subpoenas reguiring the attendance and testimony of witnesses
and the production of evidence, provided however, the commission is not
empowered to demand or subpoena records or data from non-admitted
insurers;
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(4) establish and maintain offices including the creation of a
clearinghouse for the receipt of premium tax and clearinghouse transaction
data regarding non-admitted insurance of multi-state risks, single-state risks
for states which elect to require surplus lines licensees to pay premium tax on
single state risks through the clearinghouse and tax reporting forms,

(5) purchase and maintain insurance and bonds;

(6) borrow, accept or contract for services of personnel, including, but
not limited to, employees of a compacting state or stamping office, pursuant to
an open, transparent, objective, competitive process and procedure adopted by
the commission;

(7)__hire employees, professionals or specialists, and elect or appoint
officers, and to fix their compensation, define their duties and give them
appropriate authority to carry out the purposes of the compact, and determine
their qualifications, pursuant to an open, transparent, objective competitive
process and procedure adopted by the commission; and to establish the
commission’s personnel policies and programs relating to conflicts of interest,
rates of compensation and qualifications of personnel, and other related
personnel matters;

(8) accept any and all appropriate donations and grants of money,
eguipment, supplies, materials and services, and to receive, use and dispose of
the same; provided that at all times the commission shall avoid any
appearance of impropriety and/or conflict of interest;

(9) lease, purchase, accept appropriate gifts or donations of, or
otherwise to own, hold, improve, or use any property, real, personal, or mixed;
provided that at all times the commission shall avoid any appearance of
impropriety or conflict of interest;

(10) sdll convey, mortgage, pledge, lease, exchange, abandon, or
otherwise dispose of any property real, personal, or mixed;

(11) provide for tax audit rules and procedures for the compacting
states with respect to the allocation of premium taxes, including:

(A) Minimum audit standards, including sampling methods.

(B) Review of internal controls.

(C) Cooperation and sharing of audit responsibilities between
compacting states.

(D) Handling of refunds or credits due to overpayments or improper
allocation of premium taxes.
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(E) Taxpayer records to be reviewed including a minimum retention

period.

(F) Authority of compacting states to review, challenge, or re-audit
taxpayer records.

(12) enforce compliance by compacting states and contracting states
with rules, and bylaws pursuant to the authority set forth in section 5065 of

this chapter;

(13) provide for dispute resolution among compacting states and
contracting states;

(14) advise compacting states and contracting states on tax-related
issues relating to insurers, insureds, surplus lines licensees, agents or brokers
domiciled or doing business in non-compacting states, consistent with the
purposes of this compact;

(15) make available advice and training to those personnel in state
stamping offices, state insurance departments or other state departments for
record keeping, tax compliance, and tax allocations; and to be a resource for
state insurance departments and other state departments;

(16) establish a budget and make expenditures;
(17) borrow money;

(18) appoint and oversee committees, including advisory committees
comprised of members, state insurance regulators, state legidators or ther
representatives, insurance industry and consumer representatives, and such
other interested persons as may be designated in this compact and the bylaws;

(19) establish an executive committee of not less than seven nor more
than 15 representatives, which shall include officers elected by the commission
and such other representatives as provided for herein and determined by the
bylaws. Representatives of the executive committee shall serve a one year
term. Representatives of the executive committee shall be entitled to one vote
each. The executive committee shall have the power to act on behalf of the
commission, with the exception of rulemaking, during periods when the
commission is not in session. The executive committee shall oversee the day to
day activities of the administration of the compact, including the activities of
the operations committee created under this section and compliance and
enforcement of the provisions of the compact, its bylaws and rules, and such
other duties as provided herein and as deemed necessary.

(20) establish an operations committee of not less than seven and not
more than 15 representatives to provide analysis, advice, determinations, and
recommendations regarding technoloqy, software, and systems integration to
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be acquired by the commission and to provide analysis, advice, deter minations
and recommendations regarding the establishment of mandatory rules to be
adopted to be by the commission.

(21) enter into contracts with contracting states so that contracting
states can use the services of and fully participate in the clearinghouse subject
to the terms and conditions set forth in such contracts;

(22) adopt and use a corporate seal; and

(23) perform such other functions as may be necessary or appropriate to
achieve the purposes of this compact consistent with the state regulation of the
business of insurance.

§ 5057. ORGANIZATION OF THE COMMISSION

(a)(1) Membership, voting, and bylaws. Each compacting state shall have
and be limited to one member. Each state shall determine the qualifications
and the method by which it selects a member and set forth the selection
process in the enabling provision of the legislation which enacts this compact.
In the absence of such a provision the member shall be appointed by the
governor of such compacting state. Any member may be removed or
suspended from office as provided by the law of the state from which he or she
shall be appointed. Any vacancy occurring in the commission shall befilled in
accordance with the laws of the compacting state wherein the vacancy exists.

(2) Each member shall be entitled to one vote and shall otherwise have
an opportunity to participate in the governance of the commission in
accordance with the bylaws.

(3) The commission shall, by a majority vote of the members, prescribe
bylaws to govern its conduct as may be necessary or appropriate to carry out
the purposes and exer cise the power s of the compact including:

(A) establishing the fiscal year of the commission;

(B) providing reasonable procedures for holding meetings of the
commission, the executive committee, and the oper ations committee;

(C)  providing reasonable standards and procedures for the
establishment and meetings of committees, and for governing any general or
specific delegation of any authority or function of the commission;

(D) providing reasonable procedures for calling and conducting
meetings of the commission that consist of a majority of commission members,
ensuring reasonable advance notice of each such meeting and providing for
the right of citizens to attend each such meeting with enumerated exceptions
designed to protect the public's interest, the privacy of individuals, and
insurers and surplus lines licensees proprietary information, including trade
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secrets. The commission may meet in camera only after a majority of the
entire membership votes to close a meeting in toto or in part. As soon as
practicable, the commission must make public:

(i) a copy of the vote to close the meeting revealing the vote of
each member with no proxy votes allowed, and

(ii) votes taken during such meeting;

(E) establishing the titles, duties, and authority and reasonable
procedures for the election of the officers of the commission;

(F)  providing reasonable standards and procedures for the
establishment of the personnel policies and programs of the commission.
Notwithstanding any civil service or other similar laws of any compacting
state, the bylaws shall exclusively govern the personnel policies and programs
of the commission;

(G) adopting a code of ethics to address permissible and prohibited
activities of commission members and employees;

(H) providing a mechanism for winding up the operations of the
commission and the equitable disposition of any surplus funds that may exist
after the termination of the compact after the payment and reserving of all of
its debts and obligations;

(4) The commission shall publish its bylaws in a convenient form and
file a copy thereof and a copy of any amendment thereto, with the appropriate
agency or officer in each of the compacting states.

(b)(1) Executive committee, personnel, and chairperson. An executive
committee of the commission shall be established. All actions of the executive
committee, including compliance and enforcement are subject to the review
and ratification of the commission as provided in the bylaws.

(2) The executive committee shall have no more than 15 representati ves,
or one for each state if there are less than 15 compacting states, who shall
serve for a term and be established in accordance with the bylaws.

(3) The executive committee shall have such authority and duties as may
be set forth in the bylaws, including:

(A) managing the affairs of the commission in a manner consistent
with the bylaws and purposes of the commission;

(B) establishing and overseeing an organizational structure within,
and appropriate procedures for the commission to provide for the creation of
rules and oper ating procedures.

(C) overseeing the offices of the commission; and
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(D) planning, implementing, and coordinating communications and
activities with other state, federal and local government organizations in order
to advance the goals of the commission.

(4) The commission shall annually elect officers from the executive
committee, with each having such authority and duties, as may be specified in

the bylaws.

(5) The executive committee may, subject to the approval of the
commission, appoint or retain an executive director for such period, upon such
terms and conditions and for such compensation as the commission may deem
appropriate.  The executive director shall serve as secretary to the
commission, but shall not be a member of the commission. The executive
director shall hire and supervise such other persons as may be authorized by
the commission.

(c)(1)  Operations committee.  An_operations committee shall be
established. All actions of the operations committee are subject to the review
and oversight of the commission and the executive committee and must be
approved by the commission. The executive committee will accept the
deter minations and recommendations of the operations committee unless good
cause is shown why such determinations and recommendations should not be
approved. Any disputes as to whether good cause exists to reect any
determination or recommendation of the operations committee shall be
resolved by the majority vote of the commission.

(2) The operations committee shall have no more than 15
representatives or one for each state if there are less than 15 compacting
states, who shall serve for a term and shall be established as set forth in the

bylaws.
(3) The oper ations committee shall have responsihility for:

(A)  evaluating technology reguirements for the clearinghouse,
assessing existing systems used by state regulatory agencies and state
stamping offices to maximize the efficiency and successful integration of the
clearinghouse technology systems with state and state stamping office
technology platforms and to minimize costs to the states, state stamping offices
and the clearinghouse;

(B) making recommendations to the executive committee based on its
analysis and determination of the clearinghouse technology requirements and
compatibility with existing state and state stamping office systems;

(C) evaluating the most suitable proposals for adoption as
mandatory rules, assessing such proposals for ease of integration by states,
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and likelihood of successful implementation and to report to the executive
committee its deter minations and recommendations; and

(D) such other duties and responsibilities as are delegated to it by the
bylaws, the executive committee, or the commission.

(4) All representatives of the operations committee shall be individuals
who have extensive experience or employment in the surplus lines insurance
business, including executives and attor neys employed by surplus line insurers,
surplus line licensees, law firms, state insurance departments, or state
stamping offices. Operations committee representatives from compacting
states which use the services of a state stamping office must appoint the chief
operating officer or a senior manager of the state stamping office to the
oper ations committee.

(d)(1) Legislative and advisory committees. A legislative committee
comprised of state legidators or their designees shall be established to
monitor the operations of and make recommendations to, the commission,
including the executive committee.  The manner of selection and term of any
legidlative committee member shall be as set forth in the bylaws. Prior to the
adoption by the commission of any uniform standard, revision to the bylaws,
annual budget or other significant matter as may be provided in the bylaws,
the executive committee shall consult with and report to the legislative
committee.

(2) The commission may establish additional advisory committees as its
bylaws may provide for the carrying out of its functions.

(e) Corporate records of the commission. The commission shall maintain
its corporate books and records in accordance with the bylaws.

(N(1) Qualified immunity, defense, and indemnification. The members,
officers, executive director, employees, and representatives of the commission,
the executive committee, and any other committee of the commission shall be
immune from suit and liability, either personally or in their official capacity,
for any claim for damage to or loss of property or personal injury or other
civil liability caused by or arising out of any actual or alleged act, error, or
omission that occurred, or that the person against whom the claim is made had
a reasonable basis for believing occurred, within the scope of commission
employment, duties, or responsibilities. Nothing in this subdivision shall be
construed to protect any such person from suit or liability for any damage,
loss, injury, or liability caused by the intentional or willful or wanton
misconduct of that person.

(2) The commission shall defend any member, officer, executive
director, employee, or representative of the commission, the executive
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committee, or any other committee of the commission in any civil action
seeking to impose liability arising out of any actual or alleged act, error, or
omission that occurred within the scope of commission employment, duties, or
responsibilities, or that the person against whom the claim is made had a
reasonable basis for believing occurred within the scope of commission
employment, duties, or responsibilities, provided that the actual or alleged act
error_or omission did not result from that person’s intentional or willful or
wanton misconduct. Nothing herein shall be construed to prohibit that person
fromretaining his or her own counsel.

(3) The commission shall indemnify and hold harmless any member,
officer, executive director, employee, or representative of the commission,
executive committee, or any other committee of the commission for the amount
of any settlement or judgment obtained against that person arising out of any
actual or alleged act, error, or omission that occurred within the scope of
commission employment, duties, or responsibilities, or that such person had a
reasonable basis for believing occurred within the scope of commission
employment, duties, or responsibilities, provided that the actual or alleged act,
error or omission did not result from the intentional or willful or wanton
misconduct of that person.

§ 5058. MEETINGSAND ACTS OF THE COMMISS ON

(a) The commission shall meet and take such actions as are consistent with
the provisions of this compact and the bylaws.

(b) Each member of the commission shall have the right and power to cast
a vote to which that compacting state is entitled and to participate in the
business and affairs of the commission. A member shall vote in person or by
such other means as provided in the bylaws. The bylaws may provide for
members  participation in _meetings by telephone or other means of
communication.

(c) The commission shall meet at least once during each calendar vear.
Additional meetings shall be held as set forth in the bylaws.

(d) Public notice shall be given of all meetings and all meetings shall be
open to the public, except as set forth in the rules or otherwise provided in the
compact.

(e8) The commission shall adopt rules concerning its meetings consistent
with the principles contained in the “ Government in the Sunshine Act,” 5
U.S.C. § 552b, as may be amended.

(f) The commission and its committees may close a meeting, or portion
thereof, where it determines by majority vote that an open meeting would be

likely to:
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(1) relate solely to the commission’s internal personnel practices and
procedures,

(2) disclose matters specifically exempted from disclosure by federal
and state statute;

(3) disclose trade secrets or commercial or financial information which
isprivileged or confidential;

(4) involve accusing a person of a crime, or formally censuring a
erson;

(5) disclose information of a personal nature where disclosure would
constitute a clearly unwarranted invasion of personal privacy;

(6) disclose investigative records compiled for law enforcement
pur poses; or

(7) specifically relate to the commission’s issuance of a subpoena, or its
participation in a civil action or other legal proceeding.

(g) For a meeting, or a portion of a meeting, closed pursuant to this
provision, the commission’'s legal counsd or designee shall certify that the
meeting may be closed and shall reference each relevant exemptive provision.
The commission shall keep minutes which shall fully and clearly describe all
matters discussed in a meeting and shall provide a full and accurate summary
of actions taken, and the reasons therefore, including a description of the
views expressed and the record of aroll call vote. All documents considered in
connection with an action shall be identified in such minutes. All minutes and
documents of a closed meeting shall remain under seal, subject to release by a
majority vote of the commission.

§ 5059. RULES AND OPERATING PROCEDURES RULEMAKING
FUNCTIONS OF THE COMMISS ON

(a) Rulemaking authority. The commission shall adopt reasonable rulesin
order to effectively and efficiently achieve the purposes of this compact.
Notwithstanding the foregoing, in the event the commission exercises its
rulemaking authority in a manner that is beyond the scope of the purposes of
this compact, or the powers granted hereunder, then such an action by the
commission shall be invalid and have no force or effect.

(b) Rulemaking procedure. Rules shall be made pursuant to a rulemaking
process that substantially conforms to the Mode Sate Administrative
Procedure Act of 1981 Act, Uniform Laws Annotated, Vol. 15, p.1 (2000) as
amended, as may be appropriate to the operations of the commission.
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(c) Effective date. All rules and amendments, thereto, shall become
effective as of the date specified in each rule, operating procedure, or
amendment.

(d) Not later than 30 days after a rule is adopted, any person may file a
petition for judicial review of the rule, provided that the filing of such a
petition shall not stay or otherwise prevent the rule from becoming effective
unless the court finds that the petitioner has a substantial likelihood of success.
The court shall give deference to the actions of the commission consistent with
applicable law and shall not find the rule to be unlawful if the rule represents
a reasonabl e exercise of the commission’s authority.

§ 5060. COMMISS ON RECORDS ENFORCEMENT

() The commission shall adopt rules establishing conditions and
procedures for public inspection and copying of its information and official
records, except such information and records involving the privacy of
individuals, insurers, insureds, or surplus lines licensee trade secrets. Sate
transaction documentation and clearinghouse transaction data collected by the
clearinghouse shall be used for only those purposes expressed in or
reasonably implied under the provisions of this compact and the commission
shall afford this data the broadest protections as permitted by any applicable
law for proprietary information, trade secrets, or personal data. The
commission may adopt additional rules under which it may make available to
federal and state agencies, including law enforcement agencies, records and
information otherwise exempt from disclosure, and may enter into agreements
with such agencies to receive or exchange information or records subject to
nondisclosure and confidentiality provisions.

(b) Except as to privileged records, data, and information, the laws of any
compacting state pertaining to confidentiality or nondisclosure shall not
relieve any compacting state member of the duty to disclose any relevant
records, data, or information to the commission, provided that disclosure to
the commission shall not be deemed to waive or otherwise affect any
confidentiality requirement, and further provided that, except as otherwise
expressly provided in this compact, the commission shall not be subject to the
compacting state's laws pertaining to confidentiality and nondisclosure with
respect to records, data, and information in its possession. Confidential
information of the commission shall remain confidential after such information
is provided to any member, and the commission shall maintain the
confidentiality of any information provided by a member that is confidential
under that member’s state [aw.

(c) The commission shall monitor compacting states for compliance with
duly adopted bylaws and rules. The commission shall notify any noncomplying
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compacting state in writing of its noncompliance with commission bylaws or
rules. If a noncomplying compacting state fails to remedy its noncompliance
within the time specified in the notice of noncompliance, the compacting state
shall be deemed to be in default as set forth in section 5065 of this chapter.

§5061. DISPUTE RESOLUTION

(a) Before a member may bring an action in a court of competent
jurisdiction for violation of any provision, standard, or requirement of the
compact, the commission shall attempt, upon the reguest of a member, to
resolve any disputes or other issues that are subject to this compact and which
may arise between two or more compacting states, contracting states or
noncompacting states, and the commission shall adopt a rule providing
alter native dispute resol ution procedures for such disputes.

(b)  The commission shall also provide alternative dispute resolution
procedures to resolve any disputes between insureds or surplus lines licensees
concerning a tax calculation or allocation or related issues which are the
subject of this compact.

(c) Any alternative dispute resolution procedures shall be used in
circumstances where a dispute arises as to which state constitutes the home
state.

§ 5062. REVIEW OF COMMISS ON DECISIONS

(a) Except as necessary for adopting rules to fulfill the purposes of this
compact, the commission shall not have authority to otherwise regulate
insurance in the compacting states.

(b) Not later than 30 days after the commission has given notice of any rule
or allocation formula, any third party filer or compacting state may appeal the
determination to a review panel appointed by the commission. The
commission shall adopt rules to establish procedures for appointing such
review panels and provide for notice and hearing. An allegation that the
commission, in making compliance or tax determinations acted arbitrarily,
capricioudly, or in a manner that is an abuse of discretion or otherwise not in
accordance with the law, is subject to judicial review in accordance with
subsection 5054(f) of this chapter.

(c) The commission shall have authority to monitor, review and reconsider
commission decisions upon a finding that the determinations or allocations do
not meet the relevant rule. Where appropriate, the commission may withdraw
or_modify its determination or allocation after proper notice and hearing,
subject to the appeal process in subsection (b) of this section.

§ 5063. FINANCE
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(a) The commission shall pay or provide for the payment of the reasonable
expenses of its establishment and organization. To fund the cost of its initial
operations the commission may accept contributions, grants, and other forms
of funding from the state stamping offices, compacting states, and other
SOUr Ces.

(b) The commission shall collect a fee payable by the insured directly or
through a surplus lines licensee on each transaction processed through the
compact clearinghouse, to cover the cost of the operations and activities of the
commission and its staff in a total amount sufficient to cover the commission’s

annual budget.

(c) The commission’s budget for a fiscal year shall not be approved until it
has been subject to notice and comment as set forth in section 5059 of this

chapter.

(d) The commission shall be regarded as performing essential
governmental functions in _exercising such powers and functions and in
carrying out the provisions of this compact and of any law relating thereto,
and shall not be required to pay any taxes or assessments of any character,
levied by any state or political subdivision thereof, upon any of the property
used by it for such purposes, or any income or revenue therefrom, including
any profit from a sale or exchange.

(e) The commission shall keep complete and accurate accounts of all its
internal receipts, including grants and donations, and disbursements for all
funds under its control. The internal financial accounts of the commission
shall be subject to the accounting procedures established under its bylaws.
The financial accounts and reports including the system of internal controls
and procedures of the commission shall be audited annually by an independent
certified public accountant. Upon the determination of the commission, but
not less frequently than every three years, the review of the independent
auditor shall include a management and performance audit of the commission.
The commission shall make an annual report to the governor and legislature of
the compacting states, which shall include a report of the independent audit.
The commission’s internal accounts shall not be confidential and such
materials may be shared with the commissioner, the controller, or the
stamping office of any compacting state upon request provided, however, that
any work papers related to any internal or independent audit and any
information regarding the privacy of individuals, and licensees and insurers
proprietary information, including trade secrets, shall remain confidential.

(f)  No compacting state shall have any claim to or ownership of any
property held by or vested in the commission or to any commission funds held
pursuant to the provisions of this compact.
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() The commission shall not make any political contributions to
candidates for elected office, elected officials, political parties, nor political
action committees. The commission shall not engage in lobbying except with
respect to changes to this compact.

8§ 5064. COMPACTING STATES, EFFECTIVE DATE AND AMENDMENT
(a) Any stateis €ligible to become a compacting state.

(b)  The compact shall become effective and binding upon legislative
enactment of the compact into law by two compacting states, provided the
commission shall become effective for purposes of adopting rules, and creating
the clearinghouse when there are a total of 10 compacting states and
contracting states or, alternatively, when there are compacting states and
contracting states representing greater than 40 percent of the surplus lines
insurance premium volume based on records of the percentage of surplus lines
insurance premium set forth in section 5069 of this chapter. Thereafter, it
shall become effective and binding as to any other compacting state upon
enactment of the compact into law by that state. Notwithstanding the
foregoing, the clearinghouse operations and the duty to report clearinghouse
transaction data shall begin on the first January 1 or July 1 following the first
anniversary of the commission effective date. For states which join the
compact subsequent to the effective date, a start date for reporting
clearinghouse transaction data shall be set by the commission provided
surplus lines licensees and all other interested parties receive not less than 90
days advance notice.

(c) Amendments to the compact may be proposed by the commission for
enactment by the compacting states. No amendment shall become effective
and binding upon the commission and the compacting states unless and until
all compacting states enact the amendment into law.

§ 5065. WITHDRAWAL; DEFAULT; TERMINATION

(a)(1) Withdrawal. Once effective, the compact shall continue in force and
remain _binding upon each and every compacting state, provided that a
compacting state may withdraw from the compact by enacting a statute
specifically repealing the statute which enacted the compact into law.

(2) The effective date of withdrawal is the effective date of the repealing
statute. However, the withdrawal shall not apply to any tax or compliance
determinations approved on the date the repealing statute becomes effective,
except by mutual agreement of the commission and the withdrawing state
unless the approval is rescinded by the commission.
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(3) The member of the withdrawing state shall immediately notify the
executive committee of the commission in writing upon the introduction of
legislation repealing this compact in the withdrawing state.

(4) The commission shall notify the other compacting states of the
introduction of such legislation within 10 days after its receipt of notice
ther eof.

(5) The withdrawing state is responsible for all obligations, duties, and
liabilities incurred through the effective date of withdrawal, including any
obligations, the performance of which extend beyond the effective date of
withdrawal. To the extent those obligations may have been released or
relinquished by mutual agreement of the commission and the withdrawing
state, the commission’ s determinations prior to the effective date of withdrawal
shall continue to be effective and be given full force and effect in the
withdrawing state, unless formally rescinded by the commission.

(6) Reinstatement following withdrawal of any compacting state shall
occur_upon the effective date of the withdrawing state reenacting the compact.

(b)(1) Default. If the commission determines that any compacting state has
at_any time defaulted in the performance of any of its obligations or
responsibilities under this compact, the bylaws, or duly adoptd rules then after
notice and hearing as set forth in the bylaws, all rights, privileges, and benefits
conferred by this compact on the defaulting state shall be suspended from the
effective date of default as fixed by the commission. The grounds for default
include failure of a compacting state to perform its obligations or
responsibilities, and any other grounds designated in commission rules. The
commission shall immediately notify the defaulting state in writing of the
defaulting state’s suspension pending a cure of the default. The commission
shall stipulate the conditions and the time period within which the defaulting
state must cure its default. If the defaulting state fails to cure the default
within the time period specified by the commission, the defaulting state shall
be terminated from the compact and all rights, privileges, and benefits
conferred by this compact shall be terminated from the effective date of
termination.

(2) Decisions of the commission that are issued on the effective date of
termination shall remain in force in the defaulting state in the same manner as
if the defaulting state had withdrawn voluntarily pursuant to subdivision (1) of
this subsection.

(3) Reinstatement following termination of any compacting state
reguires a reenactment of the compact.
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(c)(1) Dissolution of compact. The compact dissolves effective upon the
date of the withdrawal or default of the compacting state which reduces
member ship in the compact to one compacting state.

(2) _Upon the dissolution of this compact, the compact becomes null and
void and shall have no further force or effect, and the business and affairs of
the commission shall be wound up and any surplus funds shall be distributed
in accordance with the rules and bylaws.

§ 5066. SEVERABILITY AND CONSTRUCTION

(a) The provisions of this compact shall be severable and if any phrase,
clause, sentence, or provision is deemed unenforceable, the remaining
provisions of the compact shall be enforceable.

(b) The provisions of this compact shall be liberally construed to effectuate
its purposes.

(c) Throughout this compact the use of the sinqular shall include the plural
and vice-versa.

(d) The headings and captions of articles, sections, and subsections used in
this compact are for convenience only and shall be ignored in construing the
substantive provisions of this compact.

§5067. BINDING EFFECT OF COMPACT AND OTHER LAWS

(a)(1) Other laws. Nothing herein prevents the enforcement of any other
law of a compacting state except as provided in subdivision (2) of this
subsection.

(2) Decisions of the commission, and any rules, and any other
requirements of the commission shall consgtitute the exclusive rule or
determination applicable to the compacting states. Any law or regulation
regarding non-admitted insurance of multi-state risks that is contrary to rules
of the commission is preempted with respect to the following:

(A) clearinghouse transaction data reporting requirements;

(B) the allocation formula;

(C) clearinghouse transaction data collection requirements;

(D) premium tax payment time frames and rules concerning
dissemination of data among the compacting states for non-admitted insurance
of multi-state risks and single-state risks;

(E) exclusive compliance with surplus lines law of the home state of
the insured;
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(F) rules for reporting to a clearinghouse for receipt and distribution
of clearinghouse transaction data related to non-admitted insurance of
multi-state risks;

(G) uniformforeigninsurers digibility reqguirements;

(H) uniform policyholder notice; and

(1) uniform treatment of purchasing groups procuring non-admitted
insurance.

(3)  Except as stated in subdivision (2) of this subsection, any rule,
uniform standard, or other requirement of the commission shall constitute the
exclusive provision that a commissioner may apply to compliance or tax
determinations.  Notwithstanding the foregoing, no action taken by the
commission shall abrogate or restrict:

(A) the access of any person to state courts;

(B) the availability of alternative dispute resolution under section
5061 of this chapter;

(C) the remedies available under state law related to breach of
contract, tort, or other laws not specifically directed to compliance or tax
determinations;

(D) state law relating to the construction of insurance contracts; or

(E) the authority of the attorney general of the state, including but
not limited to maintaining any actions or proceedings, as authorized by law.

(b)(1) Binding effect of this compact. All lawful actions of the commission,
including all rules adoptd by the commission, are binding upon the compacting
states, except as provided herein.

(2) All agreements between the commission and the compacting states
are binding in accordance with their terms.

(3) _Upon the request of a party to a conflict over the meaning or
interpretation of commission actions, and upon a majority vote of the
compacting states, the commission may issue advisory opinions regarding the
meaning or interpretation in dispute. This provision may be implemented by
rule at the discretion of the commission.

(4) In the event any provision of this compact exceeds the constitutional
limits imposed on the legislature of any compacting state, the obligations,
duties, powers, or jurisdiction sought to be conferred by that provision upon
the commission shall be ineffective as to that state and those obligations
duties, powers, or jurisdiction shall remain in the compacting state and shall
be exercised by the agency thereof to which those obligations, duties, powers,
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or jurisdiction are delegated by law in effect at the time this compact becomes
effective.

§ 5068. VERMONT COMMISSON MEMBER; SELECTION

The Vermont member of the commission shall be the commissioner of
banking, insurance, securities, and health care administration or designee.

§5069. SURPLUSLINE INSURANCE PREMIUMSBY STATE

Sate Premiums based on Share of Total
taxes paid ($) Premiums (%
Alabama 445,746,000 147
Alaska 89,453,519 0.29
Arizona 663,703,267 2.18
Arkansas 201,859,750 0.66
California 5,622,450,467 18.49
Colorado 543,781,333 1.79
Connecticut 329,358,800 1.08
Delaware 92,835,950 0.31
Florida 2,660,908,760 8.75
Georgia 895,643,150 2.95
Hawaii 232,951,489 0.77
Idaho 74,202,255 0.24
Hlinois 1,016,504,629 334
Indiana 412,265,320 1.36
lowa 135,130,933 0.44
Kansas 160,279,300 0.53
Kentucky 167,996,133 0.55
Louisana 853,173,280 2.81
Maine 60,111,200 0.20
Maryland 434,887,600 1.43
Massachusetts 708,640,225 233
Michigan 703,357,040 2.31

Minnesota 393,128,400
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Mississippi 263,313,175 0.87

Missouri 404,489,860 133

Montana 64,692,873 0.21

Nebraska 92,141,167 0.30

Nevada 354,271,514 1.17

New Hampshire 102,946,250 0.34

New Jersey 1,087,994,033 3.58

New Mexico 67,608,458 0.22

New York 2,768,618,083 9.11

North Carolina 514,965,060 1.69

North Dakota 36,223,943 0.12

Ohio 342,000,000 112

Oklahoma 319,526,400 1.05

Oregon 312,702,150 1.03

Pennsylvania 780,666,667 2.57

Rhode Island 71,794,067 0.24

South Carolina 412,489,825 1.36

South Dakota 38,702,120 0.13

Tennessee 451,775,240 1.49
Texas 3,059,170,454 10.06
Utah 142,593,412 0.47
Vermont 41,919,433 0.14
Virginia 611,530,667 2.01
Washington 739,932,050 243
West Virginia 130,476,250 0.43
Wisconsin 248,758,333 0.82
Wyoming 40,526,967 0.13
Total 30,400,197,251 100.00
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Sec. 2. 8V.SA. §5022 isamended to read:
§5022. DEFINITIONS

(a) Notwithstanding subsection (b) of this section, as used in this chapter,
unless the context requires otherwise, words and phrases shall have the
meaning given under Title V, Subtitle B of the Dodd-Frank Wall Street Reform
and Consumer Protection Act, Pub.L. 111-203, as amended.

(b) For purposes of this chapter:

(1) “ Admitted insurer” means an insurer possessing a certificate of
authority to transact business in this state issued by the commissioner pursuant
to section 3361 of thistitle.

(2) “ Commissioner” means the commissioner of banking, insurance,
securities, and health care administration.

(3) “Domestic risk” means a subject of insurance which is resident,
located, or to be performed in this state.

(4 “To export” means to place surplus lines insurance with a
non-admitted insurer.

(5) “Home state” means, with respect to an insured:
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(A)(i) the state in which an insured maintains its principal place of
business or, in the case of an individual, the individual’s principal residence;
or

(ii) if 100 percent of the insured risk is located outside the state
referred to in subdivision (A)(i) of this subsection, the state to which the
greatest percentage of the insured's taxable premium for that insurance
contract is allocated.

(B) __If more than one insured from an affiliated group are named
insureds on a single non-admitted insurance contract, the term “ home state”
means the home state, as determined pursuant to subdivision (A) of this
subdivision (5), of the member of the affiliated group that has the largest
percentage of premium attributed to it under such insurance contract.

(6) “NAIC" means the national association of insurance commissioners.

(7) _“Surplus lines broker” means an individual licensed under this
chapter and chapter 131 of thistitle.

(8) “Surplus lines insurance’” means coverage not procurable from
admitted insurers.

(9) “Surplus lines insurer” means a non-admitted insurer with which
insurance coverage may be placed under this chapter.

Sec. 3. 8V.SA. §5024 isamended to read:
8§5024. CONDITIONSFOR PLACEMENT OF INSURANCE

(&) Insurance coverage, except as described in section 5025 of this chapter,
shall not be placed with a nonadmitted insurer unless the full amount of
insurance required is not reasonably procurable from admitted insurers
actually transacting that kind and class of insurance in this state; and the
amount of insurance exported shall be only the excess over the amount
procurable from admitted insurers actually transacting and insuring that kind
and class of insurance.

(b) Notwithstanding any other provision of this section, the commissioner
may order eligible for export any class or classes of insurance coverage or
risk for which he or she finds there to be an inadequate competitive market
among admitted insurers either as to acceptance of the risk, contract terms or
premium or premiumrate.

(c) Thedue diligence search for reasonably procurable insurance coverage
required under subsection (a) of this section is not reguired for an exempt
commercial purchaser, provided:
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(1) the surplus lines broker procuring or placing the surplus lines
insurance has disclosed to the exempt commercial purchaser that such
insurance may be available from an admitted insurer and may provide greater
protection with more regulatory oversight; and

(2) the exempt commercial purchaser has subsequently requested in
writing the surplus lines broker to procure or place such insurance from a
nonadmitted insurer.

Sec. 4. 8 V.SA. §5025 isamended to read:

§ 5025. EXCEPTIONS CONCERNING PLACEMENT OF INSURANCE
WITH NONADMITTED INSURERS RECORDS

The provisions of this chapter controlling the placement of insurance with
nonadmitted insurers shall not apply to life insurance, health insurance,
annuities, or reinsurance, nor to the following insurance when so placed by
any licensed producer in this state:

(1) insurance on subjects located,—+esident—orto-be-perforrmed-whelly
outside thisstate whose home state is other than Vermont;

* * %

Sec. 5. 8 V.SA. §5026 isamended to read:
§5026. SOLVENT INSURERS REQUIRED

(a) Sarphus Where Vermont is the home state of the insured, surplus lines
brokers shall not knowingly place or continue surplus lines insurance with
nonadmitted insurers who are insolvent or unsound financially, and in no
event shall any surplus lines broker place any insurance with a nonadmitted
insurer unless such insurer:

{3} has and maintains capital—surplus-er—beth-to-poleyholders-r-an
amount-not-less than-$10,000,000.00: and surplus or its equivalent under the

laws of its domiciliary jurisdiction which equals the greater of:

(A) the minimum capital and surplus requirements under the law of
this state; or

(B) $15,000,000.00; and
(4—){_) |fan allenlnsurer m—add%ﬁe%h%w&wemem&ef—&@dwmns
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kl-nelsef—mscmanee is Ilsted on the quarterlv Ilstlnq of allen insurers malntamed
by the NAIC international insurers department.

(b) Notwithstanding the capital and surplus requirements of this section, a
non-admitted insurer may receive approval 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, however, shall the commissioner make an affirmative finding of
acceptability when the surplus lines insurer’s capital and surplus is less than
$4,500,000.00.

() The commissioner may from time to time publish a list of all
nonadmitted insurers deemed by him or her to be currently eligible surplus
lines insurers under the provisions of this section, and shall mail a copy of

such Ilst to each surplus Ilnes broker Ihe—eemmlesener—may—sensfy—thns

l—nsu%aneeueemmleseneps Th|s subsectl on shall not be deemed to cast upon
the commissioner the duty of determining the actual financial condition or
claims practices of any nonadmitted insurer; and the status of digibility, if
granted by the commissioner, shall indicate only that the insurer appearsto be
sound financially and to have satisfactory claims practices, and that the
commissioner has no credible evidence to the contrary. While any such list is
in effect, the surplus lines broker shall restrict to the insurers so listed all
surplus lines insurance business placed by him or her. However, upon the
request of a surplus lines broker or an insured, the commissioner may deem a
nonadmitted insurer to be an eligible surplus lines insurer for purposes of this
subsection prior to publication of the name of such surplus lines insurer on the
list.
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Sec. 6. 8 V.SA. §5027(a) isamended to read:

(&) Ypen Where Vermont is the home state of the insured, the surplus lines
broker, upon placing a domestic risk with a surplus lines insurer, the-surplus
Hnes-breker shall promptly deliver to the insured the policy issued by the
surpluslinesinsurer, or if such policy is not then available, a certificate, cover
note, or other confirmation of insurance, showing the description and location
of the subject of the insurance, coverage, conditions and term of the insurance,
the premium and rate charged and taxes collected from the insured, and the
name and address of the insured and surplus lines insurer. If the risk is
assumed by more than one insurer, the document or documents shall state the
name and address and proportion of the entire risk assumed by each insurer.

Sec. 7. 8 V.SA. §5028 isamended to read:
§5028. INFORMATION REQUIRED ON CONTRACT

Each Where Vermont is the home state of the insured, 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 the rates charged have not been approved by the
commissioner of insurance. Any default on the part of the insurer is not
covered by the Vermont Insurance Guaranty Association.”

Sec. 8. 8V.SA. §5033(a) isamended to read:

(&) Eaeh Where Vermont is the home state of the insured, each surplus
lines broker shall keep in his or her office a full and true record of each
surplus lines insurance contract covering a domestic risk placed by or through
him or her with a surplus linesinsurer, including a copy of the daily report, if
any, and showing such of the following items as may be applicable:

* * %

Sec. 9. 8 V.SA. §5035(a) isamended to read:

(a) Gress Where Vermont is the home state of the insured, gross premiums
charged, less any return premiums, for surplus lines coverages placed with
nonadmitted insurers are subject to a premium receipts tax of three percent,
which shall be collected from the insured by the surplus lines broker at the
time of delivery of policy or other confirmation of insurance, in addition to the
full amount of the gross premium charged by the insurer for the insurance.
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The tax on any portion of the premium unearned at termination of insurance
shall be returned to the policyholder by the surplus lines broker. Nothing
contained in this section will preclude a surplus lines broker from charging a
fee to the purchaser of the contract sufficient to recover the amount of this tax.
Where the insurance covers properties, risks, or exposures located or to be
performed both in and out of this state, the sum payable shall be computed
based on gross premiums charged, less any return premiums, as follows:

(1) An amount equal to three percent on that portion of the premiums
applicable to properties, risks, or exposures located or to be performed in

Vermont; plus

(2) _An amount equal to a percentage on that portion of the premiums
applicable to properties, risks, or exposures located or to be performed outside
Vermont. Such percentage shall be determined based on the laws of the
jurisdiction within which the property, risk, or exposure is located or to be

performed.
Sec. 10. 8 V.SA. § 5036 is amended to read:

§5036. DIRECT PLACEMENT OF INSURANCE

(a) Everyinsured and every self-insurer in this state for whom this is their
home state who procures or causes to be procured or continues or renews
insurance from any non-admitted insurer, covering a subject located or to be
performed within this state, other than insurance procured through a surplus
lines broker pursuant to this chapter, shall, before March 1 of the year after
the year in which the insurance was procured, continued or renewed, file a
written report with the commissioner on forms prescribed and furnished by the
commissioner. The report shall show:

* * %

Sec. 11. 8 V.SA. §85037(7) isamended to read:

(7) Violation Material violation of any provision of this chapter; or
Sec. 12. 8 V.SA. §4807 isamended to read:
§4807. SURPLUSLINESINSURANCE BROKER

(@) Every surplus lines insurance broker who solicits an application for
insurance of any kind, in any controversy between the insured or his or her
beneficiary and the insurer issuing any policy upon such application, shall be
regarded as representing the insured and his or her beneficiary and not the
insurer; except any insurer which directly or through its agents deliversin this
state to any surplus lines insurance broker a policy or contract for insurance
pursuant to the application or request of the surplus lines insurance broker,
acting for an insured other than himself or herself, shall be deemed to have
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authorized the surplus lines insurance broker to receive on its behalf payment
of any premium which is due on the policy or contract for insurance at the time
of itsissuance or delivery.

(b) [Repealed]

(c) Notwithstanding any other provision of thistitle, a person licensed as a
surplus lines insurance broker in his or her home state shall receive a
nonresident surplus lines insurance broker license pursuant to section 4800 of
this chapter.

(d) Not later than July 1, 2012, the commissioner shall participate in the
national insurance producer database of the NAIC, or any other equivalent
uniform national database, for the licensure of surplus lines brokers and the
renewal of such licenses.

* * * Effective Date* * *
Sec. 13. EFFECTIVE DATE
This act shall be effective on passage.
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