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H.198
Introduced by Representatives Kitzmiller of Montpelier, Botzow of Pownal,

Kupersmith of South Burlington, Marcotte of Coventry, and
Y oung of Glover
Referred to Committee on
Date:
Subject: Insurance; commercia; closed block; nonadmitted; transfer
Statement of purpose of bill asintroduced: This bill proposes to regul ate the
receipt and management by VVermont companies of closed blocks of

nonadmitted commercial insurance policies and rei nsurance agreements.

An act relating to the Legacy Insurance Management Act

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

This al be known as the “ L egacy Insurance Management Act.”

VT LEG #286257 v.1
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which has provided V ermonters with well-paying jobs and has created

siqrh\ant premium tax revenue for the state.

(b) Th® purpose of this act isto requlate the receipt and management by

solvent Verksnt companies of closed blocks of nonadmitted commercial

insurance polici d rei nsurance agreements.

Sec. 3. 8 V.S A. chapter 147 is added to read:

CHAPTER 1 LEGACY INSURANCE TRANSFERS

§7111. DEFINITIONS

As used in this chapter:

(1) “Assuming company” meaxs a Vermont-domiciled company

established specifically to acquire acléﬂ block under alegacy insurance

transfer plan approved by the Commission

(2) “Closed block” means a block, Iine.\oxqroup of commercid

nonadmitted insurance policies or reinsurance agr ents or both:

(A) which atransferring insurer has ceased &ffer, write, or sl to

new applicants;

(B) for which all policy periods have been fully expirdd for not less

than 60 months;

(C) for which active premiums are no longer being paid; and

VT LEG #286257 v.1
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peksonal line of insurance.

) “Comment period” means the 60-day period starting on the date

noticeis idsued by an assuming company under subsection 7112(h) of this

chapter. Fokood cause, the comment period may be extended by the

Commissioner %(o an additional 30 days.

(4) “Commissiyner” means the Commissioner of Financial Regulation.

(5) “Controlling paxty” means a person having “control” of an assuming

company or transferring in§er. “Control” shall have the same meaning asin

section 3681 of thistitle.

(6) “Department” means the artment of Financia Requlation.

(7) “Domicile regulator” means%e primary insurance regul atory

authority of the domicile jurisdiction of a%qsferri ng insurer.

(8) “Inward reinsurance agreement” m acontract of reinsurance

between atransferring insurer and another insurancécompany with respect to

which atransferring insurer is a party asthe reinsurer.

(9) “Inward reinsurance counterparty” meansanin ce company,

other than the transferring insurer, that is a party to an inwarth’msurance

reement.

(10) “Legacy insurance transfer” means the transfer of aclosedYlock in

accordance with the requirements of this chapter.

VT LEG #286257 v.1
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foh all provisions and includes all documentation regarding alegacy

insurace transfer required under subsection 7112(b) of this chapter.

(12)\"“Nonadmitted insurance’ means any property and casuaty

insurance pgqitted to be placed directly or through a surplus lines broker with

rer eligible to accept such insurance.

(13) “Nonadmidted insurer” means, with respect to a state, an insurer not

licensed to engage in the Rusiness of insurance in such state. The term does

not include arisk retenti on}qup.

(14) “Outward rei nsurankaqreement” means a contract of reinsurance

between atransferring insurer and ther insurance company with respect to

which atransferring insurer is a partvé&he reinsured.

(15) “Party” means:

(A) the assuming company;

(B) thetransferring insurer;

(C) with respect to any policy to be transferrehunder a plan, each

policyholder;

(D) with respect to any inward rei nsurance agreement\o be

transferred under a plan, each inward reinsurance counterparty; an

(E) any other person the Commissioner approves as a party with

respect to such proceeding.

VT LEG #286257 v.1
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pravisions of aplan as required under subdivision 7112(b)(18) of this chapter.

7) “Policy” means a contract of property and casualty insurancethat is

not a co}act of reinsurance or apersonal lines insurance policy.

(18) “Pawlicyholder” means the person identified as the policyholder or

first named in apNlicy.

(19) “Outwardkeinsurance agreement” means a contract of reinsurance

between atransferring indurer and another insurance company or companies

with respect to which the téﬁderri ng insurer is a party asthe reinsured.

(20) “Outward reinsurancé\counterparty” means an insurance company,

other than the transferring insurer, thst is a party to an outward reinsurance

reement.

(21) “Reinsurance agreement” meansgn inward rei nsurance agreement

or an outward rei nsurance agreement.

(22) “Reinsurance agreement counterparty” s an inward

rei nsurance agreement counterparty or an outward ra&rance counterparty.

(23) “Transferring insurer” means a nonadmitted insyer that is

transferring a closed block to an assuming company under agacv insurance

transfer plan.

VT LEG #286257 v.1
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AN

\(a) An assuming company shall file a plan with the Commissioner and, at

the%se of filing, shall pay to the Commissioner the fee described in

subdivisiog 7116(a)(1) of this chapter.

(b) A plansshal include the following:

(1) alist of\dll policies and inward reinsurance agreementsin the closed

block to be transferre under the plan;

(2) alist of all outward reinsurance agreements attaching to the closed

block;

(3) alist of all policyholdexs and inward rel nsurance counterparties to

policies and inward relnsurance agr entsin the closed block to be

transferred under the plan;

(4) theidentities of the transferring inSurer and the assuming company

and their respective controlling parties, if any;

(5) certificates issued by the domicile requlaty of the transferring

insurer and, if applicable, by any controlling party thaha regul ated insurance

company attesting to the good standing of the transferring iNsurer and the

controlling party under the insurance regulatory laws of the i%di ction of their

respective domiciles; or, if any such certificate is not obtainable %Ler the laws

or practices of adomicile regulator, a certificate of an officer of the

VT LEG #286257 v.1
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) aletter of no objection, or the equiva ent, from the domicile

requlatok[ the transferring insurer confirming that the regulator has no

objection tc}\e transfer of the closed block under the plan; or, if any such

certificate is not oktainable under the laws or practices of a domicile regulator,

acertificate of an offiser of the transferring insurer or the controlling party, as

applicable, attesting to th& foregoing;

(7) astatement desc%nq the terms and conditions, if any, of any policy

or inward relnsurance aqreeme}(n the closed block prohibiting assignment

and assumption of the rights, liabilitigs, and obligations of the transferring

insurer without the prior written conse}of the respective policyholder or

inward reinsurance counterparty:

(8) the most recent audited financial stateaents and annual reports of

the transferring insurer filed with its domicile requlator and such other

financial information as the Commissioner may reaso&lv reguire with

respect to a controlling party, if any;

(9) an actuaria study or opinion in aform satisfactory toXhe

Commissioner that quantifies the liabilities to be transferred to trAsmmi ng

company under the policies or inward reinsurance agreements in the cl

block;

VT LEG #286257 v.1
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thé\closed block;

\\11) three years of pro-formafinancial statements demonstrating the

solvency &f the assuming company:;

(12) }\cer’ s certificates of the transferring insurer and the assuming

company attestinA\that each has obtained all required internal approvals and

authorizations regardg the plan and completed all necessary and appropriate

actions relating thereto;

(13) theform of notice\to be provided under the plan to any policyholder

or inward relnsurance counterp in the closed block and how such notice

shall be provided:;

(14) theform of notice to be provided under the plan to any outward

reinsurance counterparty attaching to the cl block and how such notice

shall be provided:;

(15) astatement describing any pending disptite between the transferring

insurer and any policyholder or inward reinsurance C(bﬁerpartv or any

disputed claim by athird party with respect to any policy oNinward rei nsurance

agreement in the closed block;

(16) astatement describing the assuming company’ s propo

investment policies, officers, directors, key employees, and other arran§ements

regarding matters such as:

VT LEG #286257 v.1
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(B) operations, management, and solvency relating to the closed

block; an

(C) adetailed plan for annual or other periodic financial reporting to

the CommissioA including an annual financial audit with actuarial opinion;

(17) astatemert from the assuming company consenting to the

jurisdiction of the Com%@' oner with regard to ongoing oversight of

operations, management, a%eolvencv relating to the closed block, including

the authority of the Commissi ck( to conduct examinations under section 7117

of this chapter and to set reasonable &andards for overs ght of the assuming

company, including:

(A) material transactions with affil\ates;

(B) adeguacy of surplus; and

(C) dividends and other distributions, incltyding limitations on

extraordinary dividends.

(18) astatement from the assuming company submitting to the

jurisdiction and authority of the Commissioner of Insurance,}(he equivalent

requlatory authority, in states in which policyholders or reinsuranc

counterparties reside, for the purposes of implementing each such stat

Unfair Claims Settlement Practices Act, or its equivaent, if any, in such&e’ S

VT LEG #286257 v.1
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Q\trarv in such act, the submission under this subdivision shall not confer a

privat&cause of action upon any policyholder or reinsurance counterparty

against th&assuming company, even if the applicable Unfair Claims Settlement

Practices A&r equivalent, purports to provide a private cause of action;

(19) a Dlgsummarv which includes all information regarding the plan

as reasonably required by the Commissioner;

(20) the statement ¥escribed in subsection (c) of this section regarding

the information and docum submitted as part of or with respect to aplan

which are confidential; and

(21) any other information the\Commissioner may reasonably require

with respect to the plan in the exerci seB\his or her discretion.

(c) The plan shdll include a statement OXhe information and

documentation included in the plan that the ing company or the

transferring insurer may request be given confidentis treatment, which in all

cases shall include all information identifying policyhol§ers and reinsurance

counterparties and which may include any information that yualifies as atrade

secret or other confidential research, development, or commeBel information

of the transferring insurer or the assuming company. The Comm&oner,

subject to the exercise of his or her reasonable discretion, shall determine

whether the information designated in such statement qualifies for confié*{ial

VT LEG #286257 v.1
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mer the Public Records Act. Any information qualifying for confidential

treatNt shall not be subject to subpoena and shall not be made public by the

Commissigner or by any other person; provided, however, the Commissioner

may in his or Rer discretion grant access to such information to public officers

having jurisdi c%&over the regulation of insurance in any other state or

country, to public offigers of aforeign or dien financia regulatory authority,

or to state or federal |aw &nforcement officers pursuant to avalidly issued

subpoena or search Warranh[ovided that such officers receiving the

information agree in writing to h&ld it in amanner consistent with this section.

(d) Within 10 business days of the date the application is filed and the fee

payable under subsection (a) of this seévn ispaid in full, the Commissioner

shall notify the assuming company whether de plan is complete. In hisor her

discretion, the Commissioner may extend the 10\business-day application

review period for an additional 10 business days. &th the written consent of

the assuming company, the application review periodxav be extended beyond

20 business days.

(e) Upon submission of aplan, the assuming company shalNoave a

continuing obligation to notify the Commissioner promptly and in afull and

accurate manner of any materia change to information in the plan.

VT LEG #286257 v.1
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conplete, the Commissioner shall specify any modifications, supplements, or

ame%ments to the plan that are required, and any additional information or

documekion with respect to the plan that must be provided to the

Commissione\before the Commissioner issues the notice referenced in

subsection (d) (hhis section.

(g)_If the Commissoner notifies the assuming company that the plan is

complete, the Commissioger shall set adate, time, and place for a hearing on

the plan as required under %cti on (1) of this section.

(h) Within 30 days of the dat&the Commissioner notifies the assuming

company under subsection (g) of t&&cti on that the plan is complete, the

assuming company shall cause noticebhe provided, in the form and manner

specified in the plan, to all policyholders akrei nsurance counterparties listed

in the plan. The notice shall:

(1) comply with the plan and the provisions o 3 V.S.A. § 809(b);

(2) include the plan summary;

(3) describe the effect of the plan and the transfer oneach policyholder

and rei nsurance counterparty and on his or her respective polic\or reinsurance

agreement, as applicable;

(4) state theright of each policyholder or inward reinsurance

counterparty to:

VT LEG #286257 v.1
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means by which a policyholder or inward reinsurance counterparty may

exp&v accept or object to the plan and the effect of such acceptance or

objection;

(B) Nlewritten comments on the plan with the Commissioner; and

(©) ankar and present evidence on the plan at the hearing;

(5) descri beh\terms and conditions under which a policyholder or

inward reinsurance count®rparty shall be deemed to have accepted the plan;

(6) specify the date, tife, and place of the hearing on the plan;

(7) include all other infc%sali on reasonably required by the

Commissioner; and

(8) be published in two newspapehs of genera nationwide circulation on

two separate occasions, as determined by %\Commi ssioner.

(i) During the comment period:

(1) any party may file written comments on the plan with the

Commissioner;

(2) any policyholder or inward reinsurance counterpaty may, by

delivery of such notice in accordance with the terms and con&ons of theplan

and prior to the expiration of the comment period, provide an exr%ss written

notice that he or she accepts or objects to the plan; and

VT LEG #286257 v.1
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adilitional documentation and information regarding the plan as the

Comnissioner may reasonably require.

(i) In the event that, prior to the expiration of the comment period, any

poli cvholdek( inward reinsurance counterparty provides express written

notice that he o&e objects to the plan, the assuming company shall, not later

than 15 days after the\end of the comment period, submit to the Commissioner

(1) an amended list of Wolicies and reinsurance agreements, excluding

such policyholder or inward rei\rwrance counterparty and its respective policy

or inward re nsurance agreement frol the plan; or

(2) an express written noti cefro%e.nch policyholder or inward

reinsurance counterparty accepting the plan &nd consenting to the transfer

having the full force and effect of a statutory %ﬁlion of its respective policy

Or reinsurance agreement, as applicable, and with&wi ng and rescinding its

prior notice of objection.

(k) Any policyholder or inward reinsurance counterpartikthat, prior to the

expiration of the comment period, has not provided express wriken notice

objecting to the plan shall be deemed to have accepted the plan and\the transfer

shall have the full force and effect of a statutory novation of hisor her

respective policy or inward reinsurance agreement, as applicable.

VT LEG #286257 v.1
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of Yhe comment period. In his or her discretion, the Commissioner may

postkqe the hearing for an additional 10 days. With the written consent of the

assuming sompany, the hearing may be postponed beyond 70 days. Each

person part%inq in the hearing shall bear his or her own costs and

attorney’ sfees.
8§7113. PLAN REVIKEW

(a) The Commissiok\mav retain an actuary to conduct an actuaria study

quantifying the liabilities Lker insurance policies and reinsurance agreements

to be transferred to the aswmi%companv under the plan and is authorized to

retain any other legal, financial, and ®xamination services from outside the

Department necessary to assist in plan reyiew.

(b) Inreviewing the plan, the Commis%oer shall take into account all

written comments filed with respect to the plan, @l evidence taken at the

hearing, and any other factors the Commissioner r nably deems relevant

with respect to the plan. In all cases, the Commission all make findings

with respect to each of the following:

(1) the solvency of the assuming company before and after the

implementation of the proposed plan;

(2) the adeguacy of the assuming company’ s proposals describedin the

statement required under 7112(b)(15) of this chapter;

VT LEG #286257 v.1
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required under subdivision 7112(b)(16) of this chapter;

\%1) the ability of the assuming company to comply with al requirements

of the pmi es and inward reinsurance agreements, including the capacity of

the assumi rmpmpanv regarding the administration of claimsin process on or

after the effecti%date of the transfer;

(5) whether an¥ outward reinsurance agreement relating to any policy or

policiesin the closed b&k will be adversely effected by the transfer:

(6) whether the plan erially adversaly affects either the interests of

objecting parties or the interests 6f policyholders or inward reinsurance

counterparties who have accepted orYeen deemed to have accepted the plan:;

(7) whether policyholders or invﬁsd reinsurance counterparties

objecting to the plan and not withdrawi nq§ch objections, together with their

respective insurance policies and inward reinsurnce agreements, have been

excluded from the plan as required under subsectb\?lﬂ(f) of this

chapter; and

(8) thefairness of the plan to all parties.

§7114. ORDER

(a) Within 30 days of the date the hearing is held on the plan, t

Commissioner shall issue an order setting forth the amount of fees payable by

the assuming company under subdivision 7116(a)(2) of this chapter, pay.

VT LEG #286257 v.1
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ent, the Commissioner shall within five days issue an order approving or

disappxoving the plan in whole or in part. Whenever it is not practicableto

issue an older within 30 days, the Commissioner may extend such time up to

an addition%ﬂ days. If the order approves the plan, the order shall:

(1) includeXhe terms and conditions of the Commissioner’ s oversight

with regard to ongoing oversight of the operations, management, and solvency

relating to the closed blodk and any specific standards that the assuming

company will be reguired t&omplv with, including standards rel ating to:

(A) material transactb\ewith affiliates:

(B) adeguacy of surplus;

(C) dividends and other distriﬁtrions, including limitations on

dividends;

(2) set forth the fee payable by the assumNg company under subsection

7116(b) of this chapter, which fee shall be payable Not later than 14 days after

the date of such order;

(3) not be effective until such time as the fees descri inthis

subsection have been paid in full.

(b) The Commissioner shall not approve a plan unless the Comi\issioner

finds that the assuming company:

(1) has sufficient assets to meet its liabilities;

VT LEG #286257 v.1
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(3) has provided for sufficient requlatory oversight by the Department.

(c) \An order issued under subsection (a) of this section approving the plan

shall havexhe full force and effect of a statutory novation with respect to all

policyholders\and reinsurance counterparties and their respective policies and

reinsurance agr ents under the plan and shall provide that the transferring

insurer shall have rburther rights, obligations, or liabilities with respect to

such policies and rei nsurance agreements, and that the assuming company shall

have all such rights, obliqa%ns, and liabilities asiif it, instead of the

transferring insurer, were the c%’mal party to such policies and reinsurance

agreements.

(d) The Commissioner may issue an\\other orders he or she reasonably

deems necessary to fully implement an ordeNi ssued under subsection (a) of

this section.

(e) No order issued under subsection (a) or (d) o\this section shall be

construed to modify or amend the terms of a policy o&nsurance agreement,

other than with respect to matters specifically subject to r%dification or

amendment under this chapter.

(f) Notwithstanding any provision of this chapter to the contrarw if a policy

or inward reinsurance agreement contains a provision prohibiting the trensfer

of the policy or inward reinsurance agreement without the consent of the

VT LEG #286257 v.1



10

11

12

13

14

15

16

17

18

19

20

BILL ASPASSED THE HOUSE AND SENATE H.198
2013 Page 19 of 71

&wrance agreement shall not be transferred under this chapter unless the

applicable policyholder or inward reinsurance counterparty provides written

consent toxhe proposed transfer.

(q) If ap§(v objects to a plan, the Commissioner may not approve the plan

with respect to sush party unless the Commissioner determines that the plan:

(1) does not materially adversely affect the objecting party; and

(2) otherwise complies with the requirements of this chapter.

(h) Atanytime before%Commissioner issues the order described in

subsection (a) of this section, tkaswminq company may file an amendment to

the plan, subject to the Commissionex' s approval.

(i) At any time before the Commi s&oer issues the order described in

subsection (a) of this section, the assuming company may withdraw the plan

without prejudice. Upon such withdrawal, how&yer, the Commissioner shall

issue an order setting forth the amount of fees pay%ke by the assuming

company under subdivision 7116(a)(2) of this chapter\avable not later than

14 days after the date of such order.

§ 7115. JURISDICTION; APPEALS

(a) The Commissioner shall have exclusive jurisdiction with r

review and approval or denia of any plan.

VT LEG #286257 v.1
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¢ order to the Vermont Supreme Court under 3 V.S.A. 8§ 815.

8 7]& FEES AND COSTS

(a) Toover the costs of processing and reviewing a plan under this

chapter, thegwmi ng company shall pay to the Commissioner the following

nonrefundabl e& at the times set forth in subsections 7112(a) and 7114(a) of

this chapter:

(1) an administrati¥%e fee in the amount of $30,000.00; and

(2) thereasonable co§§of persons retained by the Commissioner under

subsection 7113(a) of this chapt

(b) When aplan is approved, the ming company shall pay the

Commissioner atransfer fee equal to the\sum of:

(1) one percent of thefirst $100,00&00.00 of the gross liabilities

transferred, including direct and assumed unpaidk\claims, losses, and |oss

adjustment expenses with no reductions for amoukceded; and

(2) 0.5 percent of the gross Iiabilitiestransferred\hat exceed

$100,000,000.00, including direct and assumed unpaid claigs, |osses, and loss

adjustment expenses with no reductions for amounts ceded.

(c) All fees and payments received by the Department under su tion (a)

of this section and 10 percent of the transfer fee under subsection (b) oNthis

section shall be credited to the insurance regulatory and supervision fund ugder

VT LEG #286257 v.1
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égosited directly into the general fund.

8 7&\ EXAMINATIONS

(a) Th& Commissioner has the authority to order any assuming company to

produce an\kcords, books, and papers in the possession of the assuming

company or its afNliates necessary to ascertain the financial condition or

legality of conduct}(he assuming company.

(b) The Commissionekshall exercise his or her authority under subsection

(a) of this section only if he dk she has reason to believe the interests of the

assuming company’s policvho&(s may be adversdy affected under the plan.

(c) The Commissioner may retain\ at the assuming company’s expense,

attorneys, actuaries, accountants, and other experts not otherwise a part of the

Commissioner’s staff reasonably necessary 89 assist with an examination under

this section. Any persons so retained shall be}ﬂer the direction and control

of the Commissioner and shall act in apurely adv&w capacity.

(d) Each assuming company that produces recordgooks, and papers for

examination under this section shall pay the expense of such examination.

§7118. APPLICABLE LAWS

(a) Chapter 157 (transfer and novation of insurance contracts) okthistitle

shall not apply to any legacy insurance transfer under this chapter.

VT LEG #286257 v.1
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otNer provision of thistitle, such provision of this chapter shall control.

() \A proposed legacy insurance transfer shall be a“contested case’ under

chapter 25\of Title 3, except that a“party” shall be limited as defined in

subdivisionXll(lS) of this chapter.

§ 7119. ASSUMG COMPANY ; BOARD; PRINCIPAL PLACE OF

BUSINES&EGISTERED AGENT

No assuming companwshall be a party to alegacy insurance transfer under

this chapter unless:

(1) itsboard of directors ohcommittee of managers holds at |east one

meeting each year in this State;

(2) it maintainsits principal place\of businessin this State; and

(3) it appoints a registered agent to ackept service of process and to

otherwise act on its behdlf in this State; providet\that whenever such registered

agent cannot with reasonabl e diligence be found aﬁqe registered office of the

assuming company, the Secretary of State shall be an&ent of such assuming

company upon whom any process, notice, or demand may Be served.

§ 7120. POSTING OF PLANS ON WEBSITE

The Commissioner shall require that all plans filed with the D tment are

posted on the Department’ s website, along with any other notice or oth
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é(qnated as confidential under subsection 7112(c) of this chapter.

8 7]5\ REGULATION OF ASSUMING COMPANIES AND SERVICE

PROVIDERS

(a) Except

provided in subsection (b) of this section, an assuming

company shall be ubject to all rules and standards adopted by the

Commissioner under this subchapter and also shall be subject to al Vermont

rules, regulations, and standards governing market conduct and unfair trade

practices.

(b) The Commissioner may addpt rules regarding the provision of services

to an assuming company by persons other than any director, officer, or

employee of the assuming company with r

ect to the administration of

policies and reinsurance agreements assumed

the assuming company under

alegacy insurance transfer, including licensing (h[her requirements.

(c) The Commissioner may adopt any other ruIe%es&arv Or appropriate

to carry out the provisions of this chapter.

Sec. 4. EFFECTIVE DATE

This act shall take effect on passage.

Sec. 1. TITLE

This act shall be known asthe“ Legacy |nsurance Management Act.”

Sec. 2. FINDINGS AND PURPOSE
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(1) The creation of jobs and investment in the state of Ver mont through

expansion and recruitment is of the highest importance.

(2) Yermont has created a thriving alternative risk financing industry,

which has p%(i ded Vermonters with well-paying jobs and has created

significant Drer%m tax revenue for the state.

(b) The purpose o\this act is to regulate the recei pt and management by

solvent Vermont companis of closed blocks of nonadmitted commercial

insurance policies and rei rgxance agreements.

Sec. 3. 8 V.SA. chapter 147 is aNded to read:

CHAPTER 147. LEGAXRY INSURANCE TRANSFERS

§7111. DEFINITIONS

As used in this chapter:

(1) “ Assuming company” means a Ver t-domiciled company

established specifically to acquire a closed bl ock%der alegacy insurance

transfer plan approved by the Commissioner.

(2) “ Closed block” means a block, line, or group of dmmercial

nonadmitted insurance policies or reinsurance agreements or BYth:

(A) which atransferring insurer has ceased to offer, wrk.or sall to

new applicants;
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thap 60 months;

(C) for which active premiums are no longer being paid; and

) which is not workers' compensation, health, life, or any other

personal Iirﬁf insurance.

3 - Cor%ent period”_means the 60-day period starting on the date

noticeisissued by an ming company under subsection 7112(h) of this

chapter. For good cause\the comment period may be extended by the

Commissioner up to an ad%ond 30 days.

(4) “ Commissioner” meang the Commissioner of Financial Regulation.

(5) “ Controlling party” meAa person having “ control” of an

assuming company or transferring insury. “ Control” shall have the same

meaning as in section 3681 of thistitle.

(6) “ Department” means the DepartmentNof Financial Regulation.

(7) “Domicileregulator” meansthe prima&nsurance regulatory

authority of the domicile jurisdiction of a transferring iNsurer.

(8) “ Inward reinsurance agreement” means a conkct of reinsurance

between a transferring insurer and another insurance compaNith respect to

which a transferring insurer isa party as thereinsurer.
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(10\ “ Legacy insurance transfer” means the transfer of a closed block

in accordaréwith the requirements of this chapter.

(11) “ LegaRy insurance transfer plan” or “ plan” means a plan that sets

forth all Drovisions)\d includes all documentation regarding a legacy

insurance transfer reguir®d under subsection 7112(b) of this chapter.

(12) “ Nonadmitted inSNrance” means any property and casualty

insurance permitted to be plac irectly or through a surplus lines broker

with a nonadmitted insurer eliqibl% accept such insurance.

(13) “ Nonadmitted insurer” means, with respect to a state, an insurer

not licensed to engage in the business of insyance in such state. Theterm

does not include a risk retention group or a capiyve insurance company.

(14) “ Outward reinsurance agreement” a contract of

reinsurance between a transferring insurer and anotrgﬂnsurance company

with respect to which a transferring insurer is a party as th&reinsured.

(15) “ Outward reinsurance counterparty” means an insyance

company, other than the transferring insurer, that is a party to an oytward

reinsurance agreement.

(16) “ Party” means.
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(B) thetransferring insurer;

(C) with respect to any policy to be transferred under a plan, each

ith respect to any inward reinsurance agreement to be

transferred undAa plan, each inward reinsurance counterparty; and

(E) any ok( person the Commissioner approves as a party with

respect to such proceedi

(17) “ Plan summary” ns a written statement of the key terms and

provisions of a plan as required\snder subdivision 7112(b)(18) of this chapter.

(18) “ Policy” means a contraNt of property and casualty insurance that

is not a contract of reinsurance or a perdnal linesinsurance policy.

(19) “ Policyholder” meansthe pers\identified as the policyholder or

first named in a policy.

(20) “ Reinsurance agreement” means an inwWgrd reinsurance agreement

or an outward reinsurance agreement.

(21) “ Reinsurance agreement counterparty” means & inward

I einsurance agreement counterparty or an outward rel nsura%\counter party.

(22) “ Transferring insurer” means a nonadmitted insurer thyt is

transferring a closed block to an assuming company under a quacv%urance

transfer plan.
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Wﬁg_ : DA
a) An assuming company shall file a plan with the Commissioner and, at

the%e of filing, shall pay to the Commissioner the fee described in

subdivisioy 7116(a)(1) of this chapter.

(b) A planshall include the following:

(1) alist oi\all policies and inward reinsurance agreements in the closed

block to be transferrey under the plan;

(2) alist of all out\ard reinsurance agreements attaching to the closed

block;

(3) alist of all policyholdexs and inward reinsurance counterparties to

policies and inward re nsurance agr tsin the closed block to be

transferred under the plan;

(4) theidentities of the transferring irsurer and the assuming company

and their respective controlling parties, if any;

(5) certificates issued by the domicile requlatyr of the transferring

insurer and, if applicable, by any controlling party that\s a regul ated

i nsurance company attesting to the good standing of the traysferring insurer

and the controlling party under the insurance requlatory Iaw&( the

jurisdiction of their respective domiciles; or, if any such certifi caks not

obtainable under the laws or practices of a domicileregulator, a cer%cate of
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;hsti ng to the foregoing;

) aletter of no objection, or the equivalent, from the domicile

regulator Wf the transferring insurer confirming that the regulator has no

objection to\ﬂe transfer of the closed block under the plan; or, if any such

certificateis no%btai nable under the laws or practices of a domicile

regulator, a certificatg of an officer of the transferring insurer or the

controlling party, as appNcable, attesting to the foregoing;

(7) astatement desc>b'\nq the terms and conditions, if any, of any policy

or inward reinsurance aqreenAi n the closed block prohibiting assignment

and assumption of the rights, liabilithgs, and obligations of the transferring

insurer without the prior written conse}\pf the respective policyholder or

inward reinsurance counter party:;

(8) the most recent audited financial stat ts and annual reports of

the transferring insurer filed with its domicile requl&tor and such other

financial information as the Commissioner may reasokblv reguire with

respect to a controlling party, if any;

(9) an actuarial study or opinion in a form satisfactory t&the

Commissioner that quantifies the liabilities to be transferred to the ming

company under the policies or inward reinsurance agreements in the ch\gsed

block;
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th&\closed block;

\\11) three years of pro-forma financial statements demonstrating the

solvency o the assuming company;

(12) %cer’ s certificates of the transferring insurer and the assuming

company attestinA\that each has obtained all required internal approvals and

authorizations regar d\ng the plan and completed all necessary and

appropriate actions relat\ag ther eto;

(13) theform of notié(o be provided under the plan to any policyholder

or inward reinsurance counterpX(tv in the closed block and how such notice

shall be provided;

(14) theform of notice to be proviNed under the plan to any outward

I el nsur ance counter party attaching to the ¢ block and how such notice

shall be provided;

(15) a statement describing any pending disp\te between the

transferring insurer and any policyholder or inward reRsurance counter party

or any disputed claim by a third party with respect to any pNlicy or inward

reinsurance agreement in the closed block;

(16) a statement describing the assuming company’ S propo

investment policies, officers, directors, key employees, and other arr%ements

regarding matters such as:
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adxinistration arrangements;

(B) operations, management, and solvency relating to the closed

block; an

(C) Adetailed plan for annual or other periodic financial reporting

to the Commi ssu&er, including an annual financial audit with actuarial

opinion;

(17) a statement frym the assuming company consenting to the

jurisdiction of the Commissioger with regard to ongoing oversight of

oper ations, management, and éyencv relating to the closed block, including

the authority of the Commissi onersconduct examinations under section 7117

of this chapter and to set reasonable staNdards for oversight of the assuming

company, including:

(A) material transactions with affiliat

(B) adeguacy of surplus; and

(C) dividends and other distributions, including limitations on

extraordinary dividends.

(18) a statement from the assuming company submitting Yo the

jurisdiction and authority of the Commissioner of Insurance, or thXequivaI ent

regulatory authority, in states in which policyholders or reinsurance

counterparties reside, for the purposes of implementing each such state's
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k(ket conduct statutory framework. Notwithstanding any provision to the

conthv in such act, the submission under this subdivision shall not confer a

private caNse of action upon any policyholder or re nsurance counter party

against the;m ng company, even if the applicable Unfair Claims

Settlement Prac%es Act, or equivalent, purports to provide a private cause of

action;

(19) aplan sum which includes all information regarding the plan

as reasonably required bkaommissioner;

(20) the statement d&cri\b&j in subsection (c) of this section regarding

the information and documents submitted as part of or with respect to a plan

which are confidential; and

(21) any other infor mation the CommMgsioner may reasonably require

with respect to the plan in the exercise of his ()\qer discretion.

(c) The plan shall include a statement of the irkgmation and

documentation included in the plan that the assumi nq\chpanv or the

transferring insurer may reguest be given confidential tr%ment, whichin all

cases shall include all information identifying policyhol ders%irei nsurance

counter parties and which may include any information that qual% asatrade

secret or other confidential research, development, or commercial infoNnation

of thetransferring insurer or the assuming company. The Commissioner,
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%ether the infor mation designated in such statement qualifies for confidential

trea%ent and ther efore shall be exempt from public inspection and copying

under tréﬁubl ic Records Act. Any information qualifying for confidential

treatment §§( not be subject to subpoena and shall not be made public by the

Commissioner or Yy any other person; provided, however, the Commissioner

may in his or her discketion grant access to such information to public officers

having jurisdiction over tRe regulation of insurance in any other state or

country, to public officers oxiforei gn or alien financial regulatory authority,

or to state or federal law enforément officers pursuant to a validly issued

subpoena or search warrant; provi that such officers receiving the

information agreein writing to hold it i manner consistent with this section.

(d) Within 10 business days of the date tNe application is filed and the fee

payable under subsection (a) of this section is pAid in full, the Commissioner

shall notify the assuming company whether the plar\is complete. In hisor her

discretion, the Commissioner may extend the 10-busiésrdav application

review period for an additional 10 business days. With the\ritten consent of

the assuming company, the application review period may be extended beyond

20 business days.
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CONtinuing obligation to notify the Commissioner promptly and in a full and

acc&(e manner of any material change to information in the plan.

() _If the Commissioner notifies the assuming company that the plan is not

complete, tt&ommissi oner shall specify any modifications, supplements, or

amendments tokplan that are required, and any additional information or

documentation with rspect to the plan that must be provided to the

Commissioner before the\Commissioner issues the notice referenced in

subsection (d) of this section.

(q) If the Commissioner noti the assuming company that the planis

complete, the Commissioner shall a date, time, and place for a hearing on

the plan as required under sub%ction}‘pf this section.

(h) Within 30 days of the date the Corr%ssj oner notifies the assuming

company under subsection (g) of this section té(the plan is complete, the

assuming company shall cause notice to be provioéx in the form and manner

specified in the plan, to all policyholdersand rei nsur%e counterparties listed

in the plan. The notice shall:

(1) comply with the plan and the provisions of 3 V.S A. 8809(b);

(2) include the plan summary;
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anN reinsurance counter party and on his or her respective policy or

re nS\ance agreement, as applicable;

(4) Yate the right of each policyholder or inward reinsurance

counterparty \Q:

(A) acceéyt or object to the plan, together with a description of the

means by which a poz\¢cyholder or inward reinsurance counterparty may

expressly accept or objeckto the plan and the effect of such acceptance or

objection;

(B) filewritten com on the plan with the Commissioner; and

(C) appear and present e\Xence on the plan at the hearing;

(5) describe the terms and conditi§ns under which a policyholder or

inward reinsurance counter party shall bed to have accepted the plan;

(6) specify the date, time, and place of &\heerinq on the plan:

(7)_include all other information reasonabbﬂequired by the

Commissioner; and

(8) be published in two newspapers of general natior\vide circulation on

two separ ate occasions, as deter mined by the Commissioner.

(i) During the comment period:

(1) any party may file written comments on the plan with the

Commissioner;
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deNvery of such notice in accordance with the terms and conditions of the plan

and}ipr to the expiration of the comment period, provide an express written

notice tha\he or she accepts or objects to the plan; and

(3) trksumi ng company shall file with the Commissioner such

additional docunmi®ntation and information regarding the plan as the

Commissioner may r nably require.

(1) Inthe event that}{or to the expiration of the comment period, any

policyholder or inward reinXtrance counterparty provides express written

notice that he or she objects to}e plan and specifies the policy or agreement

with respect to which such objection\s made, the assuming company shall, not

later than 15 days after the end of the comament period, submit to the

Commissioner either:

(1) an amended list of policiesand rein ce agreementsin the plan,

excluding such policyholder or inward rei nsuran&ounter party and its

respective policy or inward reinsurance agreement froX\the plan; or

(2) an express written notice from such policyholder §r inward

I el nsurance counter party accepting the plan and consenti nq&he transfer

having the full force and effect of a statutory novation of its respective policy

or reinsurance agreement, as applicable, and withdrawing and rescind\hq its

prior notice of objection.
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poNcyholder or inward reinsurance counterparty that, prior to the expiration

of the xomment period, has not provided express written notice objecting to the

plan shalNoe deemed to have accepted the plan and the transfer shall have the

full force and§ffect of a statutory novation of his or her respective policy or

inward rei nsur%e agreement, as applicable.

() Notwithstanding any provision of this chapter to the contrary, if a policy

or inward re nsurance aggeement contains a provision prohibiting the transfer

of the policy or inward rensixance agreement without the consent of the

policyholder or inward rel nsué\ce counterparty, then such policy or inward

rei nsur ance agreement shall not be t\ansferred under this chapter unless the

applicable policyholder or inward reié(ance counterparty provides written

consent to the proposed transfer.

(m) The hearing on the plan shall be held noslater than 60 days after the

end of the comment period. In hisor her discretion\the Commissioner may

postpone the hearing for an additional 10 days. V\Atr}k written consent of

the assuming company, the hearing may be postponed beyond 70 days. Each

party participating in the hearing shall bear his or her own cgs and

attorney’ s fees.
8§ 7113. PLAN REVIEW
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quintifying the liabilities under insurance policies and reinsurance

aqr;qents to be transferred to the assuming company under the plan and is

authoriéxto retain any other legal, financial, and examination services from

outside the&oartment necessary to assist in plan review.

(b) Inrevi e\b*a the plan, the Commissioner shall take into account all

written comments fil 4 with respect to the plan, all evidence taken at the

hearing, and any other faxtorsthe Commissioner reasonably deems relevant

with respect to the plan. In§ﬂ cases, the Commissioner shall make findings

with respect to each of the follom'\nq:

(1) the solvency of the assur}\q company before and after the

impl ementation of the proposed plan;

(2) the adequacy of the assuming conlRany’ s proposals described in the

statement reguired under subdivision 7112( b)(k) of this chapter:

(3) the adequacy of the assuming company’ s §onsent to jurisdiction

required under subdivision 7112(b)(17) of this chapter;

(4) the ability of the assuming company to comply wi¥h all requirements

of the policies and inward reinsurance agreements, including the capacity of

the assuming company regarding the administration of claimsi n&c&ss on or

after the effective date of the transfer;
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oryoliciesin the closed block will be adversely affected by the transfer;

0) whether the plan materially adver saly affects the interests of any

party orxt&[ward I el nsurance counterparty or the interests of any policyholder

or inward r&wrance counter party who has accepted or been deemed to have

accepted the plan

(7)_whether poNcyholders or inward re nsurance counterparties,

together with their respedtjve insurance policies and inward reinsurance

agreements, have been excM from the plan as reguired under subsections

7112(j) and (1) of this chapter; al

(8) thefairness of the plan to\ll parties.

§7114. ORDER

(a) Within 30 days of the date the heariny is held on the plan, the

Commissioner shall issue an order setting for%he amount of fees payable by

the assuming company under subdivision 7116(a)(2\of this chapter, payable

not later than 14 days after the date of such order. UpoR receipt of such

payment, the Commissioner shall within five days issue an &der approving or

disapproving the plan in whole or in part. Whenever itis no%acticable to

issue an order within 30 days, the Commissioner may extend suchme up to

an additional 30 days. If the order approves the plan, the order shall:
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wiN regard to ongoing oversight of the oper ations, management, and solvency

relating to the closed block and any specific standards that the assuming

company Will be required to comply with, including standards relating to:

(A) terial transactions with affiliates;

(B) ac%uacv of surplus; and

(C)_divi detx and other distributions, including limitations on

dividends;

(2) setforththefset ayabl e by the assuming company under

subsection 7116(b) of this cha;:é& which fee tax shall be payable not |later

than 14 days after the date of such oNder;

(3) not be effective until such ti %@5 the fees costs and transfer tax

described in this subsection have been paid N full.

(b) The Commissioner shall not approve a}ﬁn unless the Commissioner

finds that the assuming company has:

(1) sufficient assets to meet its liabilities;

(2) sufficient proceduresin place for the handling of §laims;

(3) consented to sufficient requlatory oversight by the&oartment; and

(4) excluded from the plan any policy or agreement requiré(o be

excluded under subsections 7112(j) and (1) of this chapter.
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sh&ll have the full force and effect of a statutory novation with respect to all

pol is\ol ders and reinsurance counterparties and their respective policies and

reinsurande agreements under the plan and shall provide that the transferring

insurer shall Nave no further rights, obligations, or liabilities with respect to

such policies ak\ei nsurance agreements, and that the assuming company

shall have all such rights, obligations, and liabilities asif it, instead of the

transferring insurer, wer&the original party to such policies and re nsurance

agreements.

(d) The Commissioner may isgue any other orders he or she reasonably

deems necessary to fully implement 2 order issued under subsection (a) of

this section.

(€) No order issued under subsection (a)\r (d) of this section shall be

construed to modify or amend the terms of a polX\¢y or rensurance agreement,

other than with respect to matters specifically subi&[ to modification or

amendment under this chapter.

(f) If a policyholder or inward reinsurance counter part\or ovides express

written notice that he or she objects to the plan after the comk(ut period has

expired, and provides evidence reasonably satisfactory to the Co}qi ssioner

that he or she was not provided notice of the plan in the form and man

previously approved by the Commissioner, or if an outward reinsurance
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&?ects to a plan, the Commissioner may not approve the plan with respect to

sud%wtv unless the Commissioner deter mines that the plan:

(1) Yoes not materially adversely affect the objecting party; and

(2) o%(wi se complies with the requirements of this chapter.

(q) At any tkbeforethe Commissioner issues the order described in

subsection (a) of thisNection, the assuming company may file an amendment to

the plan, subject to the Cmmissioner’s approval.

(h) At any time before tk{:ommissioner issues the order described in

subsection (a) of this section, thx'asumi ng company may withdraw the plan

without prejudice. Upon such withdNawal, however, the Commissioner shall

issue an order setting forth the amoun&fe% payable by the assuming

company under subdivision 7116(a)(2) of%s chapter, payable not later than

14 days after the date of such order.

§ 7115. JURISDICTION; APPEALS

(a) The Commissioner shall have exclusive requlatoNy jurisdiction with

respect to the review and approval or denial of any plan.

(b) Any party agarieved by a final order of the Commission®& may appeal

that order to the Vermont Supreme Court under 3 V.SA. § 815.
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\(a) To cover the costs of processing and reviewing a plan under this

chapﬁx, the assuming company shall pay to the Commissioner the following

nonrefundgbl e fees at the times set forth in subsections 7112(a) and 7114(a) of

this chapter:

(1) an admkaistrative fee in the amount of $30,000.00; and

(2) the reasonaXle costs of persons retained by the Commissioner under

subsection 7113(a) of thidchapter.

(b) Whenaplanis appM, the assuming company shall pay the

Commissioner a transfer fee equa| to the sum of:

(1) one percent of thefirst EF.%0,000,000.00 of the gross liabilities

transferred, including direct and assuéd unpaid claims, losses, and loss

adjustment expenses with no reductions fokmounts ceded; and

(2) 0.5 percent of the gross Iiabiliti&stgsferred that exceed

$100,000,000.00, including direct and assumed unpRid claims, losses, and loss

adjustment expenses with no reductions for amounts ¢ .

(c) All fees and payments received by the Department}der subsection (a)

of this section and 10 percent of the transfer fee under subsectid (b) of this

section shall be credited to the insurance regulatory and supervi%n fund

under section 80 of thistitle. The remaining 90 percent of the transfer

shall be deposited directly into the general fund.
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\(a) To cover the costs of processing and reviewing a plan under this

chapﬁx, the assuming company shall pay to the Commissioner the following

nonrefundgbl e fees at the times set forth in subsections 7112(a) and 7114(a) of

this chapter:

(1) an admkistrative fee in the amount of $30,000.00; and

(2) the reasonaXle costs of persons retained by the Commissioner under

subsection 7113(a) of thidchapter.

(b) Whenaplanis appM, the assuming company shall pay the

Commissioner a transfer tax equd to the sum of:

(1) one percent of thefirst EF.%0,000,000.00 of the gross liabilities

transferred, including direct and assuéd unpaid claims, losses, and loss

adjustment expenses with no reductions fokmounts ceded; and

(2) 0.5 percent of the gross Iiabiliti&stgsferred that exceed

$100,000,000.00, including direct and assumed unpRid claims, losses, and loss

adjustment expenses with no reductions for amounts ¢ .

(c) All fees and payments received by the Department}der subsection (a)

of this section and 10 percent of the transfer tax under subsectin (b) of this

section shall be credited to the insurance regulatory and supervi%n fund

under section 80 of thistitle. The remaining 90 percent of the transfer

shall be deposited directly into the general fund.
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\(a) The Commissioner has the authority to order any assuming company to

prohﬁe any records, books, and papers in the possession of the assuming

company & its affiliates necessary to ascertain the financial condition or

legality of co\duct of the assuming company.

(b) The Comnmissioner shall exercise hisor her authority under subsection

(a) of this section onlXif he or she has reason to believe the inter ests of the

assuming company’ s poligyholders may be adversely affected under the plan.

(c) The Commissioner kx retain, at the assuming company’ s expense,

attorneys, actuaries, accountant)and other experts not otherwise a part of the

Commissioner’s staff reasonably n v to assist with an examination

under this section. Any persons so retai shall be under the direction and

control of the Commissioner and shall actka purely advisory capacity.

(d) Each assuming company that produces rcords, books, and papers for

examination under this section shall pay the expens\of such examination.

§7118. APPLICABLE LAWS

(a) Chapter 157 (transfer and novation of insurance corXracts) of thistitle

shall not apply to any legacy insurance transfer under this chaier.

(b) In the event of any conflict between a provision of this ch% and any

other provision of thistitle, such provision of this chapter shall control®
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3 X SA. chapter 25, except that a “ party” shall be limited as defined in

subdk’\si on 7111(15) of this chapter.

§ 7119. MING COMPANY; BOARD; PRINCIPAL PLACE OF

BUSNESS, REGISTERED AGENT

No assuming cympany shall be a party to a legacy insurance transfer under

this chapter unless:

(1) itsboard of dirgctors or committee of managers holds at |east one

meeting each vear in this Sas;

(2) it maintainsits princi\pgl place of business in this Sate; and

(3) it appoints a registered agint to accept service of process and to

otherwise act on its behalf in this Stathrovi ded that whenever such

registered agent cannot with reasonable cmence be found at the registered

office of the assuming company, the Secretary oNSate shall be an agent of

such assuming company upon whom any proc&esk[i ce, or demand may be

served.

§ 7120. POSTING OF PLANSON WEBSTE

The Commissioner shall require that all plans filed with theWepartment are

posted on the Department’ s website, along with any other noticeo\other

infor mation the Commissioner deems appropriate, excluding any infor Nation

designated as confidential under subsection 7112(c) of this chapter.
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PROVIDERS

(a) \An assuming company shall be subject to all rules adopted by the

Commi s&ner under this chapter and also shall be subject to:

(1) chanter 145 (supervision, rehabilitation, and liquidation of insurers)

of thistitle;

(2) the market ¥pnduct and unfair trade practices provisions of chapter

129 (insurance trade pradtices) of this title, as deemed applicable by the

Commissioner; and

(3) in addition to the initia\ transfer fge tax required under subsection

7116(b) of this chapter, an annual regewal fee of $300.00.

(b) An assuming company shall not P subject to the requirements of

chapter 101, subchapter 9 (Property and Casualty Insurance Guar anty

Association) of thistitle.

(c) The Commissioner may adopt rules regardiny the provision of services

to an assuming company by persons other than any dkctor, officer, or

employee of the assuming company with respect to the ad%qi stration of

policies and reinsurance agreements assumed by the assumi rkompanv under

alegacy insurance transfer, including licensing or other requir ts.

(d) The Commissioner may adopt any other rules necessary or ar%vpriate

to carry out the provisions of this chapter.
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This act shall take effect on passage.

Sec. 1. TITLE

This act shall be known asthe “ Legacy |nsurance Management Act.”

Sec. 2. FINDINGSAND PURPOSE

(2) The Vermont General Assembly finds:

(1) Vermont is a competitive location for highly successful financial

services firms as a result of its leadership in the field of captive insurance.

Vermont’ s ability to moder nize key aspects of its insurance laws has been a key

to the Sate' s success.

(2) The management of closed blocks of commercial insurance policies

and reinsurance agreements has been a productive and successful sector of the

insurance industry for decades in other jurisdictions.

(3)  Vermont's respected, sophisticated, and experienced insurance

regulatory apparatus makes it an ideal jurisdiction to establish a non-admitted

insurance and reinsurance management industry.

(4) A new non-admitted insurance and reinsurance management

industry has the potential to attract investment, create well-paying jobs, and

generate tax revenue for Vermont.

VT LEG #286257 v.1



BILL ASPASSED THE HOUSE AND SENATE H.198
2013 Page 49 of 71

(b) The purpose of this act is to regulate the receipt and management by

solvent Vermont companies of closed blocks of non-admitted commercial

insurance policies and reinsurance agreements.

Sec. 3. 8 V.SA. chapter 147 isadded to read:

CHAPTER 147. LEGACY INSURANCE TRANSFERS

§7111. DEFINITIONS

As used in this chapter:

(1) “Assuming company’ means a Vermont-domiciled company

established specifically to acquire a closed block under a legacy insurance

transfer plan approved by the Commissioner.

(2) “ Closed block” means a block, line, or group of commercial

non-admitted insurance policies or reinsurance agreements or both:

(A) which a transferring insurer has ceased to offer, write, or sall to

new applicants;

(B) for which all policy periods have been fully expired for not less

than 60 months;

(C) for which active premiums are no longer being paid; and

(D) which is not workers' compensation, health, life, or any other

personal line of insurance.

(3) “Comment period” means the 60-day period starting on the date

notice is issued by an assuming company under subsection 7112(h) of this
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chapter. The Commissioner may, in his or her discretion, extend the comment

period for up to an additional 30 days.

(4) “ Commissioner” means the Commissioner of Financial Regulation.

(5) “Controlling party” means a person having “control” of an

assuming company or transferring insurer. “ Control” shall have the same

meaning as in section 3681 of thistitle.

(6) “ Department” means the Department of Financial Regulation.

(7)  “Domicile requlator” means the primary insurance regulatory

authority of the domicile jurisdiction of a transferring insurer.

(8) “Inward reinsurance agreement” means a contract of reinsurance

between a transferring insurer and another insurance company with respect to

which atransferring insurer isa party as thereinsurer.

(9) “Inward reinsurance counterparty’ means an insurance company,

other than the transferring insurer, that is a party to an inward reinsurance

agreement as the reinsured.

(10) “Legacy insurance transfer” means the transfer of a closed block

in accordance with the requirements of this chapter.

(11) “ Legacy insurance transfer plan” or “ plan” means a plan that sets

forth all provisions and includes all documentation regarding a legacy

insurance transfer reguired under subsection 7112(b) of this chapter.
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(12)  “ Non-admitted insurance” means any property and casualty

insurance permitted to be placed directly or through a surplus lines broker

with a non-admitted insurer eligible to accept such insurance.

(13) “ Non-admitted insurer” means, with respect to a state, an insurer

not licensed to engage in the business of insurance in such state. The term

does not include a risk retention group or a captive insurance company.

(14) “Qutward reinsurance agreement” means a contract of

reinsurance between a transferring insurer and another insurance company

with respect to which a transferring insurer is a party as the reinsured.

(15) “Qutward reinsurance counterparty” means an insurance

company, other than the transferring insurer, that is a party to an outward

reinsurance agreement as the reinsurer.

(16) “ Party” means:

(A) the assuming company:;

(B) thetransferring insurer;

(C) with respect to any policy to be transferred under a plan, each

policyholder;

(D) with respect to any inward reinsurance agreement to be

transferred under a plan, each inward reinsurance counterparty; and

(E) any other person the Commissioner approves as a party with

respect to such proceeding.
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(17) “Plan summary’ means a written statement of the key terms and

provisions of a plan as required under subdivision 7112(b)(19) of this chapter.

(18) “Policy” means a contract of property and casualty insurance that

is neither a contract of reinsurance nor a contract of workers' compensation,

health, life, or any other personal line of insurance.

(19) “ Policyholder” means the person identified as the policyholder or

first named in a policy.

(20) “ Reinsurance agreement” means an inward reinsurance agr eement

or an outward reinsurance agreement.

(21) “Reinsurance agreement counterparty” means an inward

reinsurance agreement counter party or an outward reinsurance counter party.

(22) “Transferring insurer” means a non-admitted insurer that is

transferring a closed block to an assuming company under a legacy insurance

transfer plan.
§7112. APPLICATION; FEE; PLAN

(a) An assuming company shall file a plan with the Commissioner and, at

the time of filing, shall pay to the Commissioner the fee described in

subdivision 7116(a)(1) of this chapter.

(b) A plan shall include the following:

(1) A list of all policies and inward reinsurance agreements in the

closed block to be transferred under the plan.
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(2) Alist of all outward reinsurance agreements attaching to policies or

inward reinsurance agreements in the closed block.

(3) Alist of all policyholders and inward reinsurance counterparties to

policies and inward reinsurance agreements in the closed block to be

transferred under the plan.

(4) The identities of the transferring insurer and the assuming company

and their respective controlling parties, if any.

(5) Certificates issued by the domicile regulator of the transferring

insurer and, if applicable, of any controlling party that is a requlated

insurance company, in each case attesting to the good standing of the

transferring insurer and the controlling party under the insurance requlatory

laws of the jurisdiction of their respective domiciles; or, if any such certificate

is not obtainable under the laws or practices of a domicile requlator, a

certificate of the transferring insurer or the controlling party, as applicable,

attesting to the foregoing, verified by oath of two of its executive officers.

(6) A letter of no objection, or the equivalent, from the domicile

regulator of the transferring insurer confirming that the regulator has no

objection to the transfer of the closed block under the plan; or, if any such

certificate is not obtainable under the laws or practices of a domicile

regulator, a certificate of the transferring insurer or the controlling party, as
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applicable, attesting to the foregoing, verified by oath of two of its executive

officers.

(7) A list of policies and inward reinsurance agreements in the closed

block to be transferred under the plan, if any, which by their terms and

conditions prohibit assignment and assumption of the rights, liabilities, and

obligations of the transferring insurer without the prior written consent of the

respective policyholder or inward reinsurance counterparty, together with a

statement describing such terms and conditions of any such policy or inward

I €l Nsur ance agr eement.

(8) The most recent audited financial statements and annual reports of

the transferring insurer filed with its domicile regulator and such other

financial information, if any, with respect to the transferring insurer or any

controlling party of the transferring insurer, as the Commissioner may

reasonably require.

(9)  An actuarial study or opinion in a form satisfactory to the

Commissioner that quantifies the liabilities to be transferred to the assuming

company under the policies or inward reinsurance agreements in the closed

block.

(10) A statement of the outward reinsurance agreement assets, if any,

attaching to any policy or inward reinsurance agreement in the closed block.
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(11) Three years of pro-forma financial statements demonstrating the

solvency of the assuming company.

(12) Officer’s certificates of the transferring insurer and the assuming

company attesting that each has obtained all required internal approvals and

authorizations regarding the plan and completed all necessary and

appropriate actions relating thereto.

(13) The form of notice to be provided under the plan to any

policyholder or inward reinsurance counterparty in connection with any policy

or inward reinsurance agreement in the closed block and how such notice

shall be provided.

(14) The form of notice to be provided under the plan to any outward

reinsurance counterparty attaching to any policy or inward reinsurance

agreaement in the closed block and how such notice shall be provided.

(15) A statement describing any pending dispute between the

transferring insurer and any policyholder or inward reinsurance counter party

in connection with any policy or inward reinsurance agreement in the closed

block or any disputed claim by a third party with respect to any policy or

inward reinsurance agreement in the closed block.

(16) A statement describing the assuming company's proposed

investment policies, officers, directors, key employees, and other arrangements

regarding matters such as:
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(A) any contemplated third-party claims management and

administration arrangements;

(B) operations, management, and solvency relating to the closed

block; and

(C) a detailed plan for annual or other periodic financial reporting

to the Commissioner, including an annual financial audit with actuarial

opinion.

(17) A statement from the assuming company consenting to the

jurisdiction of the Commissioner with regard to ongoing oversight of

operations, management, and solvency relating to the closed block, including

the authority of the Commissioner to conduct examinations under section 7117

of this chapter and to set reasonable standards for oversight of the assuming

company, including oversight standards relating to:

(A) material transactions with affiliates;

(B) adeguacy of surplus; and

(C) dividends and other distributions, including limitations on

extraordinary dividends.

(18) A statement from the assuming company submitting to the

jurisdiction and authority of the Commissioner of Insurance, or the equivalent

regulatory authority, in states in which policyholders or reinsurance

counterparties reside, for the purposes of implementing each such state's
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Unfair Claims Settlement Practices Act, or its equivalent, if any, in such state’'s

market conduct statutory framework; and confirmation of the delivery of such

statements of submission.

(19) A plan summary which includes all information regarding the plan

as reasonably required by the Commissioner.

(20) The statement described in subsection (c) of this section regarding

the information and documents submitted as part of or with respect to a plan

which are confidential.

(21) Any other information the Commissioner may reasonably require

with respect to the plan in the exercise of his or her discretion.

(c)(1) Information in the plan identifying policyholders and reinsurance

counterparties shall be exempt from public inspection and copying under the

Public Records Act.

(2) The plan shall include a statement of the information and

documentation included in the plan that the assuming company or the

transferring _insurer reguests be given confidential treatment. The

Commissioner shall determine whether information designated in the

statement, including any information designated as trade secrets, is exempt

from public inspection and copying under the Public Records Act. |If such

information is exempt, it shall not be subject to subpoena and shall not be

made public by the Commissioner or by any other person; provided, however,
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the Commissioner may in his or her discretion grant access to such

information to public officers having jurisdiction over the regulation of

insurance in any other state or country, to public officers of a foreign or alien

financial regulatory authority, or to state or federal law enforcement officers

pursuant to a validly issued subpoena or search warrant; provided that such

officers receiving the information agree in writing to hold it in a manner

consistent with this subsection.

(d) Within 10 business days of the date the application is filed and the fee

payable under subsection (a) of this section is paid in full, the Commissioner

shall notify the assuming company whether the plan is complete. In his or her

discretion, the Commissioner may extend the 10-business-day application

review period for an additional 10 business days. With the written consent of

the assuming company, the application review period may be extended beyond

20 business days.

() Upon submission of a plan, the assuming company shall have a

continuing obligation to notify the Commissioner promptly and in a full and

accurate manner of any material change to information in the plan.

(f) _If the Commissioner notifies the assuming company that the plan is not

complete, the Commissioner shall specify any modifications, supplements, or

amendments to the plan that are required, and any additional information or

documentation with respect to the plan that must be provided to the
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Commissioner before the Commissioner issues the notice referenced in

subsection (d) of this section.

(g) If the Commissioner notifies the assuming company that the plan is

complete, the Commissioner shall set a date, time, and place for a hearing on

the plan as required under subsection (m) of this section.

(h)  Within 30 days of the date the Commissioner notifies the assuming

company under subsection (g) of this section that the plan is complete, the

assuming company shall cause direct written notice to be provided, in the form

and manner specified in the plan, to all policyholders and reinsurance

counterparties listed in the plan. The notice shall:

(1) comply with the plan and the provisions of 3 V.SA. § 809(b);

(2) include the plan summary:;

(3) describe the effect of the plan and the transfer on each policyholder

and reinsurance counterparty and on his or her respective policy or

reinsurance agreement, as applicable;

(4) state the right of each policyholder or inward reinsurance

counterparty to:

(A) accept or object to the plan, together with a description of the

means by which a policyholder or inward reinsurance counterparty may

expressly accept or object to the plan and the effect of such acceptance or

objection;

VT LEG #286257 v.1



BILL ASPASSED THE HOUSE AND SENATE H.198
2013 Page 60 of 71

(B) filewritten comments on the plan with the Commissioner; and

(C) appear and present evidence on the plan at the hearing;

(5) describe the terms and conditions under which a policyholder or

inward reinsurance counter party shall be deemed to have accepted the plan;

(6) specify the date, time, and place of the hearing on the plan;

(7) include all other information reasonably required by the

Commissioner; and

(8) be published in two newspapers of general nationwide circulation on

two separate occasions, as determined by the Commissioner.

(i) During the comment period:

(1) any party may file written comments on the plan with the

Commissioner;

(2) any policyholder or inward reinsurance counterparty may, by

delivery of such notice in accordance with the terms and conditions of the plan

and prior to the expiration of the comment period, provide an express written

notice that he or she accepts or objects to the plan; and

(3) the assuming company shall file with the Commissioner such

additional documentation and information regarding the plan as the

Commissioner may reasonably reguire.

() _In the event that, prior to the expiration of the comment period, any

policyholder or inward reinsurance counterparty provides express written
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notice that he or she objects to the plan and specifies the policy or agreement

with respect to which such objection is made, the assuming company shall, not

later than 15 days after the end of the comment period, submit to the

Commissioner either:

(1) an amended list of policies and reinsurance agreements in the plan,

excluding such policyholder or inward reinsurance counterparty and its

respective policy or inward reinsurance agreement from the plan; or

(2) an express written notice from such policyholder or inward

reinsurance counterparty accepting the plan and consenting to the transfer

having the full force and effect of a statutory novation of its respective policy

or reinsurance agreement, as applicable, and withdrawing and rescinding its

prior notice of objection.

(k)  Except as provided in subsection 7114(f) of this chapter, any

policyholder or inward reinsurance counterparty that, prior to the expiration

of the comment period, has not provided express written notice objecting to the

plan shall be deemed to have accepted the plan and the transfer shall have the

full force and effect of a statutory novation of his or her respective policy or

inward reinsurance agreement, as applicable.

() Notwithstanding any provision of this chapter to the contrary, if a policy

or inward reinsurance agreement contains a provision prohibiting the transfer

of the policy or inward reinsurance agreement without the consent of the
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policyholder or inward reinsurance counterparty, then such policy or inward

reinsurance agreement shall not be transferred under this chapter unless the

applicable policyholder or inward reinsurance counterparty provides written

consent to the proposed transfer.

(m) The hearing on the plan shall be held not later than 60 days after the

end of the comment period. In his or her discretion, the Commissioner may

postpone the hearing for an additional 10 days. With the written consent of

the assuming company, the hearing may be postponed beyond 70 days. Each

party participating in the hearing shall bear his or her own costs and

attorney’ s fees.
§7113. PLAN REVIEW

(a2) The Commissioner may retain an actuary to conduct an actuarial study

quantifying the liabilities under insurance policies and reinsurance

agreaments to be transferred to the assuming company under the plan and is

authorized to retain any other legal, financial, and examination services from

outside the Department necessary to assist in plan review.

(b) In reviewing the plan, the Commissioner shall take into account all

written comments filed with respect to the plan, all evidence taken at the

hearing, and any other factors the Commissioner reasonably deems relevant

with respect to the plan. In all cases, the Commissioner shall make findings

with respect to each of the following:
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(1) the solvency of the assuming company before and after the

impl ementation of the proposed plan;

(2) the adequacy of the assuming company’s proposals described in the

statement required under subdivision 7112(b)(16) of this chapter;

(3) the adeguacy of the assuming company’'s consent to jurisdiction

reguired under subdivision 7112(b)(17) of this chapter:

(4) the ability of the assuming company to comply with all requirements

of the policies and inward reinsurance agreements, including the capacity of

the assuming company regarding the administration of claims in process on or

after the effective date of the transfer;

(5) whether any outward reinsurance agreement relating to any policy

or policiesin the closed block will be adversely affected by the transfer;

(6) whether the plan materially adversdly affects the interests of any

party or outward reinsurance counterparty, including the interests of any

policyholder or inward reinsurance counterparty who has accepted or has

been deemed to have accepted the plan;

(7) _ whether policyholders or inward reinsurance counterparties,

together with their respective insurance policies and inward reinsurance

agreements, have been excluded from the plan as required under subsections

7112(j) and (1) of this chapter; and

(8) thefairness of the plan to all parties.
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§7114. ORDER

(a) Within 30 days of the date the hearing is held on the plan, the

Commissioner shall issue an order setting forth the amount of fees payable by

the assuming company under subdivision 7116(a)(2) of this chapter, payable

not later than 14 days after the date of such order. Upon receipt of such

payment, the Commissioner shall within five days issue an order approving or

disapproving the plan in whole or in part. Whenever it is not practicable to

issue an order within 30 days, the Commissioner may extend such time up to

an additional 30 days. If the order approves the plan, the order shall:

(1) include the terms and conditions of the Commissioner’s oversight

with regard to ongoing oversight of the operations, management, and solvency

relating to the closed block and any specific standards that the assuming

company will be required to comply with, including standards relating to:

(A) material transactions with affiliates;

(B) adeguacy of surplus; and

(C) dividends and other distributions, including limitations on

dividends;

(2) set forth the tax payable by the assuming company under subsection

7116(b) of this chapter, which tax shall be payable not later than 14 days after

the date of such order;
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(3) not be effective until such time as the costs and transfer tax

described in this subsection have been paid in full.

(b) The Commissioner shall not approve a plan unless the Commissioner

finds that the assuming company has:

(1) sufficient assets to meet its liabilities;

(2) sufficient proceduresin place for the handling of claims;

(3) consented to sufficient regulatory oversight by the Department; and

(4) excluded from the plan any policy or agreement required to be

excluded under subsections 7112(j) and (1) of this chapter.

(c) An order issued under subsection (a) of this section approving the plan

shall have the full force and effect of a statutory novation with respect to all

policyholders and reinsurance counterparties and their respective policies and

reinsurance agreements under the plan and shall provide that the transferring

insurer shall have no further rights, obligations, or liabilities with respect to

such policies and reinsurance agreements, and that the assuming company

shall have all such rights, obligations, and liabilities as if it, instead of the

transferring insurer, were the original party to such policies and reinsurance

agreements.

(d) The Commissioner may issue any other orders he or she reasonably

deems necessary to fully implement an order issued under subsection (a) of

this section.
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(e) No order issued under subsection (a) or (d) of this section shall be

construed to modify or amend the terms of a policy or reinsurance agreement,

other than with respect to matters specifically subject to modification or

amendment under this chapter.

(f) _If a policyholder or inward reinsurance counterparty provides express

written notice that he or she objects to the plan after the comment period has

expired, and provides evidence reasonably satisfactory to the Commissioner

that he or she was not provided notice of the plan in the form and manner

previously approved by the Commissioner, or if an outward reinsurance

counterparty or other party provides express written notice that he or she

objects to a plan, the Commissioner may not approve the plan with respect to

such party unless the Commissioner deter mines that the plan:

(1) does not materially adversely affect the objecting party; and

(2) otherwise complies with the reguirements of this chapter.

(g) At any time before the Commissioner issues the order described in

subsection (a) of this section, the assuming company may file an amendment to

the plan, subject to the Commissioner’s approval.

(h) At any time before the Commissioner issues the order described in

subsection (a) of this section, the assuming company may withdraw the plan

without prejudice. Upon such withdrawal, however, the Commissioner shall

issue an order setting forth the amount of fees payable by the assuming
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company under subdivision 7116(a)(2) of this chapter, payable not later than

14 days after the date of such order.

§ 7115. JURISDICTION; APPEALS

(a) The Commissioner shall have exclusive requlatory jurisdiction with

respect to the review and approval or denial of any plan.

(b) Any party aggrieved by a final order of the Commissioner may appeal

that order to the Vermont Supreme Court under 3 V.SA. § 815.

§ 7116. FEE, COSTS, TRANSFER TAX

(2) To cover the costs of processing and reviewing a plan under this

chapter, the assuming company shall pay to the Commissioner the following

nonr efundabl e fees at the times set forth in subsections 7112(a) and 7114(a) of

this chapter:

(1) an administrative fee in the amount of $30,000.00; and

(2) the reasonable costs of persons retained by the Commissioner under

subsection 7113(a) of this chapter.

(b) When a plan is approved, the assuming company shall pay the

Commissioner atransfer tax equal to the sum of:

(1) one percent of the first $100,000,000.00 of the gross liabilities

transferred, including direct and assumed unpaid claims, losses, and loss

adjustment expenses with no reductions for amounts ceded; and
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(2) 05 percent of the gross liabilities transferred that exceed

$100,000,000.00, including direct and assumed unpaid claims, losses, and loss

adjustment expenses with no reductions for amounts ceded.

(c) All fees and payments received by the Department under subsection (a)

of this section and 10 percent of the transfer tax under subsection (b) of this

section shall be credited to the insurance requlatory and supervision fund

under section 80 of this title. The remaining 90 percent of the transfer tax

shall be deposited directly into the general fund.

§7117. EXAMINATIONS

(a2) The Commissioner has the authority to order any assuming company to

produce any records, books, and papers in the possession of the assuming

company or its affiliates necessary to ascertain the financial condition or

legality of conduct of the assuming company.

(b) The Commissioner shall exercise his or her authority under subsection

(a) of this section only if he or she has reason to believe the interests of the

assuming company' s policyholders may be adver sely affected under the plan.

(c) The Commissioner may retain, at the assuming company’'s expense,

attorneys, actuaries, accountants, and other experts not otherwise a part of the

Commissioner’s staff reasonably necessary to assist with an examination

under this section. Any persons so retained shall be under the direction and

control of the Commissioner and shall act in a purely advisory capacity.
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(d) Each assuming company that produces records, books, and papers for

examination under this section shall pay the expense of such examination.

§7118. APPLICABLE LAWS

(a) Chapter 157 (transfer and novation of insurance contracts) of this title

shall not apply to any legacy insurance transfer under this chapter.

(b) In the event of any conflict between a provision of this chapter and any

other provision of thistitle, such provision of this chapter shall control.

(c) A proposed legacy insurance transfer shall be a“ contested case” under

3 V.SA. chapter 25, except that a “party” shall be limited as defined in

subdivision 7111(16) of this chapter.

§ 7119. ASSUMING COMPANY; BOARD; PRINCIPAL PLACE OF

BUSINESS REGISTERED AGENT

No assuming company shall be a party to a legacy insurance transfer under

this chapter unless:

(1) its board of directors or committee of managers holds at |east one

meeting each vear in this State;

(2) it maintainsits principal place of businessin this Sate; and

(3) it appoints a registered agent to accept service of process and to

otherwise act on its behalf in this State; provided that whenever such

registered agent cannot with reasonable diligence be found at the registered

office of the assuming company, the Secretary of Sate shall be an agent of

VT LEG #286257 v.1



BILL ASPASSED THE HOUSE AND SENATE H.198
2013 Page 70 of 71

such assuming company upon whom any process, notice, or demand may be

served.

§ 7120. POSTING OF PLANSON WEBSTE

The Commissioner shall require that all plans filed with the Department are

posted on the Department’s website, along with any other notice or other

information the Commissioner deems appropriate, excluding any information

designated as confidential under subsection 7112(c) of this chapter.

§ 7121. REGULATION OF ASSUMING COMPANIES AND SERVICE

PROVIDERS

(a) An assuming company shall be subject to all rules adopted by the

Commissioner under this chapter and also shall be subject to:

(1) chapter 145 (supervision, rehabilitation, and liquidation of insurers)

of thistitle;

(2) the market conduct and unfair trade practices provisions of chapter

129 (insurance trade practices) of this title, as deemed applicable by the

Commissioner; and

(3) _in addition to the initial transfer tax required under subsection

7116(b) of this chapter, an annual renewal fee of $300.00.

(b) An assuming company shall not be subject to the requirements of

chapter 101, subchapter 9 (Property and Casualty Insurance Guaranty

Association) of thistitle.
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(c) The Commissioner may adopt rules regarding the provision of services

to an assuming company by persons other than any director, officer, or

employee of the assuming company with respect to the administration of

policies and reinsurance agreements assumed by the assuming company under

alegacy insurance transfer, including licensing or other requirements.

(d) The Commissioner may adopt any other rules necessary or appropriate

to carry out the provisions of this chapter.

Sec. 4. EFFECTIVE DATE

This act shall take effect on passage.
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