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NONADMITTED AND REINSURANCE REFORM ACT OF 2010

The Nonadmitted and Reinsurance Reform Act of 2010 (“NRRA”) took effect on July 21, 2011.  NRRA applies to new and renewal surplus lines insurance policies having an effective date that is on or after July 21, and preempts any statute, regulation, provision or action of any state that is contrary to or is not consistent with its requirements.

NRRA is intended to simplify and achieve a measure of uniformity with respect to surplus lines transactions by giving the insured’s “home state” exclusive authority to regulate such transactions.   NRRA accordingly provides the following:

· The surplus lines broker need only be licensed in the insured’s home state.

· The surplus lines broker is required to comply with insurance-procurement obligations (i.e., diligent effort and affidavit requirements, policy disclosures or other notices, etc.) of only the insured’s home state.

· Surplus lines premium taxes are paid solely to the insured’s home state.

The term “home state” is defined by NRRA to mean the state in which an individual insured maintains its principal residence, or the state in which an insured maintains its principal place of business.  In situations where 100% of the insured’s risk is located in a state that is not the insured’s principal residence or business location, then the insured’s home state is the state in which the greatest percentage of the insured’s taxable premium under a specific policy is allocated.  If multiple insureds from an affiliated group are named insureds under a single policy, then home state for purposes of such policy is the home state of the member of the affiliated group to which the largest percentage of premium under that policy is attributed.  Once the insured’s home state is determined, that state’s requirements – and only that state’s requirements – concerning broker licensing, policy placement, and surplus lines filings and tax payments must be followed. 

Determination of the insured’s home state is your responsibility when you are the surplus lines broker for a specific surplus lines placement.  The Home State Questionnaire that is attached is an example of a form that you may use when you are the surplus lines broker  to assist in correctly determining the insured’s home state.  This form or another similar form that you use to determine an insured’s home state must be maintained in the appropriate underwriting file to demonstrate how that determination was made.  Underwriting audits will require such documentation.

Where the producing broker is the surplus lines broker for a specific surplus lines placement, that broker will be responsible for determining the insured’s home state and for complying with that state’s surplus lines license, placement, filings and tax payment requirements.  Underwriting audits will require documentation to demonstrate that the producing broker acknowledges surplus lines license, filing and tax payment responsibility.  The Broker Responsible for Surplus Lines Compliance form that is attached is an example of a form that may be used by you for this purpose.

NRRA also eliminates diligent effort requirements with respect to “exempt commercial purchasers.”  These are large, sophisticated commercial insureds that are represented by a “qualified risk manager” to negotiate the entity’s insurance coverage, and that in the immediately-preceding 12 months paid property/casualty premiums aggregating in excess of $100,000.  The insured additionally must satisfy one of the following criteria:

· Have a net worth in excess of $20 million;

· Generate annual revenues in excess of $50 million;

· Employ more than 500 full-time employees (or be a member of an affiliated group employing more than 1,000 employees in the aggregate); 

· Have budgeted expenditures of at least $30 million if a not-for-profit organization or a public entity; or

· Have a population in excess of 50,000 persons if the entity is a municipality.

NRRA’s definition of “exempt commercial purchaser” facilitates access to the surplus lines market for such insureds.  A surplus lines broker seeking to place insurance for an “exempt commercial purchaser” with a surplus lines insurer is not required to satisfy any state requirement to make a due diligence search to determine whether the full amount or type of insurance sought by such insured can be obtained from admitted insurers if  each of the following is done:

· The broker procuring or placing the surplus lines insurance discloses to the insured that insurance that such insurance may or may not be available from the admitted market that may provide greater protection with more regulatory oversight.

· The exempt commercial purchaser subsequently requests in writing that the broker procure or place such insurance from or with a nonadmitted insurer.

The Exempt Commercial Purchaser Questionnaire that is attached is an example of a form that you may use when you are the surplus lines broker on a specific account to assist in determining whether a prospective insured satisfies NRRA’s provisions concerning “exempt commercial purchasers.” 

Please contact either your Program Manager or Pam Burns with your questions.
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The Program Division is a division of the property & casualty subsidiaries of Chartis U.S., Inc. The material contained herein is proprietary and is intended for use only by Program Administrators.  Unauthorized disclosure, dissemination, copying, or other use of this material without the express written permission of the Program Division is strictly prohibited.

PROGRAM DIVISION
100 Summer Street/19th Floor, Boston, MA 02110
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EXEMPT COMMERCIAL PURCHASER QUESTIONNAIRE

(This form is for use with commercial insurance only, for policies effective


 on or after July 21, 2011. It is not for use with personal lines insurance.)




Applicant: 

NOTE: NO DILIGENT SEARCH OF THE ADMITTED INSURANCE MARKET IS REQUIRED PRIOR TO PLACING INSURANCE IN THE NONADMITTED MARKET IF APPLICANT IS AN “EXEMPT COMMERCIAL PURCHASER”, PER FEDERAL LAW, IF PRIOR DISCLOSURE IS GIVEN TO APPLICANT AND SUBSEQUENT WRITTEN REQUEST IS MADE BY APPLICANT TO PLACE IN THE NONADMITTED MARKET. 

The purpose of this questionnaire is to help you determine if you qualify as an Exempt Commercial Purchaser under the federal law’s requirements.

(Please check the correct answers to the questions below)


1) Has the Applicant paid aggregate nationwide commercial property and casualty insurance premiums 

in excess of $100,000 in the immediately preceding 12 months?





YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


If you answered this question YES, then please proceed to question 2).


If you answered this question NO, then stop here. Applicant is not an Exempt Commercial Purchaser.


2) Does the Applicant employ or retain a Qualified Risk Manager to negotiate insurance coverage? (See definition                                                     on page 2 before answering question)








YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


If you answered this question YES, then please proceed to question 3). If you answered this question NO, then stop here. Applicant is not an Exempt Commercial Purchaser.


3) The Applicant:


(I) Possesses a net worth in excess of $20,000,000?





YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


(II) Generates annual revenues in excess of $50,000,000?





YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


(III) Employs more than 500 full-time or full-time equivalent employees or is a member of an affiliated group                                         under common control employing more than 1000 employees in the aggregate?


YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


(IV) Is a not-for-profit organization or public (governmental) entity generating annual budgeted expenditures                                                of at least $30,000,000?








YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


(V) Is a municipality with a population in excess of 50,000 persons?




YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


IF QUESTIONS 1) AND 2) WERE ANSWERED YES, AND ANY ONE OF THE FIVE QUESTIONS IN 3) WAS ANSWERED YES, THEN THE APPLICANT IS AN EXEMPT COMMERCIAL PURCHASER AS DEFINED IN THE FEDERAL NONADMITTED AND REINSURANCE REFORM ACT OF 2010.

IF YOU DO NOT QUALIFY AS AN EXEMPT COMMERCIAL PURCHASER PER ABOVE, THEN STOP RIGHT HERE. 


IF YOU DO QUALIFY AS AN EXEMPT COMMERCIAL PURCHASER PER ABOVE, THEN PLEASE CONTINUE.


NOTICE: SUCH INSURANCE AS YOU ARE APPLYING FOR MAY OR MAY NOT BE AVAILABLE FROM THE ADMITTED MARKET THAT MAY PROVIDE GREATER PROTECTION WITH MORE REGULATORY OVERSIGHT. 

SIGNING BELOW AND RETURNING THIS FORM TO THE LICENSED INSURANCE PRODUCER YOU ARE DEALING WITH TO PLACE THIS INSURANCE FOR YOU CONSTITUTES YOUR ACKNOWLEDGMENT THAT YOU HAVE READ THIS NOTICE AND ARE REQUESTING THE PRODUCER TO PROCURE OR PLACE SUCH INSURANCE FROM A NONADMITTED INSURER.




By: 

(Applicant’s Authorized Signature)






           Print Name or Type


Title: 



Date: 

NRRA Definition of a Qualified Risk Manager 

 A Qualified Risk Manager means a person who meets all of the following requirements:


(A) The person is an employee of, or third-party consultant retained by the Applicant.


(B) The person provides skilled services in loss prevention, loss reduction, or risk and insurance coverage analysis, and purchase of insurance.


(C) The person-


(i)


(I) has a bachelor’s degree or higher from an accredited college or university in risk management, business administration, finance, economics, or any other field determined by a state insurance commissioner or other state regulatory official or entity to demonstrate minimum competence in risk management; and 


(II)    (aa) has 3 years of experience in risk financing, claims administration, loss prevention, risk and insurance analysis, or purchasing commercial lines of insurance; or
(bb) has-


(AA) a designation as a Chartered Property and Casualty Underwriter (CPCU) issued by the American Institute for CPCU/Insurance Institute of America;


(BB) a designation as an Associate in Risk Management (ARM) issued by the American Institute for CPCU/Insurance Institute of America;


(CC) a designation as a Certified Risk Manager (CRM) issued by the National Alliance for Insurance Education & Research; 


(DD) a designation as a RIMS Fellow (RF) issued by the Global Risk Management Institute; or


(EE) any other designation, certification, or license determined by a state insurance commissioner or other state insurance regulatory official or entity to demonstrate minimum competency in risk management;


 (ii)


(I) has at least 7 years of experience in risk financing, claims administration, loss prevention, risk and insurance coverage analysis, or purchasing commercial lines of insurance; and


(II) has any one of the designations specified in (AA) through (EE) of clause (i)(II)(bb) above;


(iii) has at least 10 years of experience in risk financing, claims administration, loss prevention, risk and insurance coverage analysis, or purchasing commercial lines of insurance; or


(iv) has a graduate degree from an accredited college or university in risk management, business administration, finance, economics, or any other field determined by a state insurance commissioner or other state regulatory official or entity to demonstrate minimum competence in risk management.
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HOME STATE QUESTIONNAIRE FOR COMMERCIAL INSURANCE


WRITTEN ON A NONADMITTED BASIS

(This form is for use with commercial insurance only, for policies effective


 on or after July 21, 2011.  It is not for use with personal lines insurance.)


The federal Nonadmitted and Reinsurance and Reform Act of 2010 (“NRRA”),  effective July 21, 2011, mandates that only the home state of the insured may regulate the nonadmitted placement (including premium taxation) and surplus lines broker license requirements. The purpose of this form is to determine which state is the home state of the Applicant. This questionnaire is for use with commercial nonadmitted policies effective on or after July 21, 2011.

Applicant Name:      



Address:      




(Street address please, not PO Box)


                    



Applicant is: 
Corporation   FORMCHECKBOX 

LLC    FORMCHECKBOX 




Partnership    FORMCHECKBOX 

LLP     FORMCHECKBOX 




Individual      FORMCHECKBOX 

Trust    FORMCHECKBOX 




Other (please describe)      

NOTE: If more than one entity in an affiliated group is to be listed as a named insured, then the information called for above, should be provided for the listed named insured that has the largest percentage of premium attributed to it under the proposed insurance contract. This does not apply where the additional insureds are not listed by name but rather by their relationship to the sole named insured such as “affiliates”, “subsidiaries”, etc. 


QUESTIONS


Please read the definitions on page 2 before answering the questions below.


Please check the correct answers to the questions below, or fill in requested information.

1)  If this is a single state submission (the principal place of business and all other operations are in the same state) nothing has changed - you       need go no further - that state is the home state.   If not, proceed.

2) Is the address given above the Applicant’s principal place of business?



YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


If answered YES, then that is the Applicant’s home state, unless 100% of the risk to be insured is located outside of that state. Please go to question 3).


If answered NO, then that may not be the Applicant’s home state. Please skip question 3) and go to question 4). 

3) Is 100% of the risk to be insured located outside of the state specified above as the Applicant’s address?
YES  FORMCHECKBOX 
    NO  FORMCHECKBOX 


If answered YES, then specify here the state that has the largest percentage of premium attributed to it under the insurance contract: 

     

If answered NO, then the address given above at the beginning of this form is the Applicant’s home state. Stop here and go to question 6).

4) Specify here the state which is the Applicant’s principal place of business:      .

5) Is 100% of the risk to be insured located outside of the state specified in 4)?



YES  FORMCHECKBOX 
     NO  FORMCHECKBOX 


If answered YES, then specify here the state that has the largest percentage of premium for the insurance contract attributed to it: 

     

If answered NO, then the state specified in 4) above is the Applicant’s home state. Go to question 6).

6) Based on the above, Applicant’s home state is:      .

Applicant, or producer or underwriter sign and date below.



By:                                                                                                        
                    

(Check appropriate box: Applicant  FORMCHECKBOX 
 or Producer  FORMCHECKBOX 
 or Underwriter  FORMCHECKBOX 
 Signature)




                                                          
     

                                  Print or Type Name

Definitions


For purposes of this form, the following definitions apply:


A) Affiliate. – The term “affiliate” means, with respect to an Applicant, any entity that controls, is controlled by, or is under common control with the Applicant.


B) Affiliated Group. – The term “affiliated group” means any group of entities that are all affiliated.


C) CONTROL – An entity has “control” over another entity if – 


(i) the entity directly or indirectly or acting through 1 or more other persons owns, controls or has the power to vote 25 percent or more of any class of voting securities of the other entity; or



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


D) PRINCIPAL PLACE OF BUSINESS – The term “principal place of business” means, with respect to determining the home state of the Applicant: 


(i) the state in which an Applicant maintains its headquarters and the Applicant’s high level officers direct, control and coordinate the business activities; or



 (ii) if the Applicant is a company which maintains outside any state its headquarters where the Applicant’s high level officers direct, control and coordinate the business activities, (for example a foreign company headquartered in a foreign country), then the state where the largest percentage of the risk resides, i.e. the state to which the greatest percentage of the Applicant’s taxable premium for the insurance contract is allocated.


E) STATE – The term “state” includes any state of the United States, the District of Columbia, the Commonwealth of Puerto Rico, Guam, the Northern Mariana Islands, the U.S. Virgin Islands, and American Samoa.


This is the home state of the Applicant. Stop here and go to question 6).







This is the home state of the Applicant. Stop here and go to question 6).











Title:







Date:
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BROKER RESPONSIBLE FOR SURPLUS LINES COMPLIANCE

Insured: _______________________________________


Policy No. _____________________________________


Policy Period: __________________________________

Insured’s Home State: ____________________________


Insurance is written on a surplus lines basis by the following insurer (check as appropriate):



______ Chartis Specialty Insurance Company 


______ Lexington Insurance Company 

As the producing broker, you are (i) required to have a valid and effective surplus lines broker license in the insured’s home state, (ii) responsible for all surplus lines filings for the referenced policy that are required by the insured’s home state, and (iii) responsible for payment to the insured’s home state of the surplus lines premium taxes and any stamping fees and assessments on 100% of the premium for this policy. 

Licensed surplus lines broker (in the insured’s home state):


Individual’s Name: _____________________________

Firm Name and Address: _________________________________________





     _________________________________________


       


    _________________________________________ 

Surplus Lines License Number (in the insured’s home state): ________________________


Acknowledgment of Producing Broker Responsibility:


Name: ________________________________________


Signature: _____________________________________


Date: _________________________________________



