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AMENDING SECTION 20-413. ARIZONA REVISED STATUTES; RELATING TO UNAUTHORIZED 
INSURERS. 

Be i t  enac ted  by t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  Ar izona:  
S e c t i o n  1. S e c t i o n  20-413. A r i z o n a  Rev ised S t a t u t e s .  i s  amended t o  

read:  
20-413. P l a c i n q  o f  s u r ~ l u s  l i n e s  coveraqe w i t h  i n s o l v e n t  o r  

unau tho r i zed  i n s u r e r :  l i s t  of u n a u t h o r i z e d  i n s u r e r s  
A. A s u r p l u s  W+e LINES b r o k e r  s h a l l  n o t  know ing ly  p l a c e  any 

SURPLUS LINES coverage iR WITH an i n s u r e r .  i n s u r a n c e  exchange OR 
s y n d i c a t e  +3+ew& OF AN INSURANCE EXCHANGE THAT DOES NOT MEET 

THE MINIMUM CAPITAL AND SURPLUS REQUIREMENTS OF THIS SECTION OR is- 
d e c l a r e d  +%-be by t h e  d i r e c t o r y  TO BE i n  an unsound f i n a n c i a l  c o n d i t i o n ,  
i m p r o p e r l y  managed o r  u n r e l i a b l e  i n  i nsu rance  t r a n s a c t i o n s .  A SURPLUS LINES 
BROKER MAY PLACE SURPLUS LINES COVERAGE WITH A SYNDICATE OF AN INSURANCE 
EXCHANGE EVEN I F  ANOTHER SYNDICATE OF THE INSURANCE EXCHANGE I S  DECLARED BY 
THE DIRECTOR TO BE I N  AN UNSOUND FINANCIAL CONDITION. IMPROPERLY MANAGED OR 
UNRELIABLE I N  INSURANCE TRANSACTIONS. AS LONG AS THAT SYNDICATE DOES NOT 
PARTICIPATE I N  INSURING THE RISK AND UNLESS THE DECLARATION OF THE DIRECTOR 
SPECIFIES THAT THE INSURANCE EXCHANGE SHALL NOT ACCEPT SURPLUS LINES 
PLACEMENTS. 
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B .  BEFORE P L A C I N G  INSURANCE W I T H  AN UNAUTHORIZED F O R E I G N  I N S U R E R  

AUTHORIZED TO TRANSACT INSURANCE ON AN ADMITTED OR SURPLUS L I N E S  B A S I S  I N  AT  
LEAST ONE OTHER STATE.  THE SURPLUS L I N E S  BROKER S H A L L  DETERMINE T H E  F I N A N C I A L  
C O N D I T I O N  OF T H E  FOREIGN INSURER AND S H A L L  D E L I V E R  TO THE DIRECTOR A CURRENT 
C E R T I F I C A T E  I N  PROPER FORM. THE C E R T I F I C A T E  SHALL  S E T  FORTH THE NAMES OF THE 
P U B L I C  O F F I C I A L  OR O F F I C I A L S  THAT HAVE S U P E R V I S I O N  OVER THE F O R E I G N  INSURER 
I N  ANY OTHER S T A T E  AND S H A L L  CERTIFY T H A T  THE F O R E I G N  I N S U R E R  POSSESSES A 
M I N I M U M  C A P I T A L  AND SURPLUS OF A T  LEAST F I V E  M I L L I O N  DOLLARS AND M A I N T A I N S  
A O E P O S I T  OF A T  L E A S T  TWO M I L L I O N  F I V E  HUNDRED THOUSAND DOLLARS I N  P U B L I C  
CUSTODY I N  TRUST,  I N  PART, FOR THE PURPOSE OF PROTECTING A L L  O F  T H E  FOREIGN 
I N S U R E R ' S  POLICYHOLDERS. 

C. As t o  al ien insurers other t h a n  t i t l e  insurers ,  pr ior  t o  placing 
insurance with any unauthorized insurer,  the broker shall  submit t o  the  
d i rec tor  evidence of the financial responsibi l i ty  of the insurer .  Evidence 
sat isfactory t o  the director t h a t  the insurer maintains and will continue t o  
maintain within the United States i n  public depositories or t r u s t  
ins t i tu t ions  approved by the director assets in the a m o u n t  of me TWO million 
f i v e  hundred thousand dol lars  consti tutes prima fac ie  evidence of such 
responsibi l i ty .  I f  the  director determines from evidence avai lable  t o  him 
t h a t  the  public i n t e r e s t  reasonably requires t h a t  a  larger deposit be made 
a n d  maintained by any company. then the director  may make such requirement 
and  unti l  complied with no broker may place any insurance with such company. 

0. BEFORE P L A C I N G  INSURANCE W I T H  AN UNAUTHORIZED INSURANCE EXCHANGE 
AUTHORIZED TO TRANSACT INSURANCE ON AN A D M I T T E D  OR SURPLUS L I N E S  B A S I S  I N  A T  
LEAST ONE OTHER STATE.  THE SURPLUS L I N E S  BROKER S H A L L  DETERMINE T H E  F I N A N C I A L  
C O N D I T I O N  OF T H E  INSURANCE EXCHANGE AND S H A L L  D E L I V E R  TO THE D I R E C T O R  A 
CURRENT C E R T I F I C A T E  I N  PROPER FORM. THE C E R T I F I C A T E  S H A L L  S E T  FORTH THE 
NAMES O F  THE P U B L I C  O F F I C I A L  OR O F F I C I A L S  THAT HAVE S U P E R V I S I O N  OVER THE 
INSURANCE EXCHANGE I N  ANY OTHER STATE AND SHALL  C E R T I F Y  THE AMOUNT OF C A P I T A L  
A N 0  SURPLUS T H A T  THE INSURANCE EXCHANGE OR SYNDICATE W I T H  WHICH A R I S K  I S  TO 
B E  PLACED POSSESSES AND THE AMOUNT OF THE OEPOSIT  I N  TRUST THAT T H E  EXCHANGE 
POSSESSES. EACH INSURANCE EXCHANGE S H A L L  M A I N T A I N  A M I N I M U M  C A P I T A L  AND 
SURPLUS O F  AT LEAST F I F T Y  M I L L I O N  DOLLARS. EACH S Y N D I C A T E  OF T H E  INSURANCE 
EXCHANGE W I T H  WHICH A R I S K  I S  TO BE PLACED S H A L L  M A I N T A I N  A M I N I M U M  C A P I T A L  
AND SURPLUS O F  AT LEAST FOUR M I L L I O N  DOLLARS U N T I L  DECEMBER 31. 1996. 
B E G I N N I N G  JANUARY 1. 1 9 9 7  EACH SYNDICATE W I T H  WHICH A R I S K  I S  T O  B E  PLACED 
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S H A L L  M A I N T A I N  A M I N I M U M  C A P I T A L  AND SURPLUS OF A T  LEAST F I V E  M I L L I O N  
DOLLARS. T H E  INSURANCE EXCHANGE S H A L L  M A I N T A I N  A D E P O S I T  OF TWO M I L L I O N  F I V E  
HUNDRED THOUSAND DOLLARS I N  P U B L I C  CUSTODY I N  TRUST.  I N  PART. FOR THE PURPOSE 
O F  PROTECTING A L L  OF THE POLICYHOLDERS OF THE INSURANCE EXCHANGE. EACH 
S Y N D I C A T E  O F  AN INSURANCE EXCHANGE AUTHORIZED TO TRANSACT SURPLUS L I N E S  
INSURANCE I N  T H I S  STATE S H A L L  F I L E  W I T H  THE DIRECTOR ON OR BEFORE MARCH 1 AN 
ANNUAL STATEMENT FOR THE PRECEDING YEAR I N  A FORM PRESCRIBED BY THE NATIONAL 
A S S O C I A T I O N  OF INSURANCE COMMISSIONERS. THE ANNUAL STATEMENT I S  I N  A D D I T I O N  
TO ANY OTHER DOCUMENT REQUIRED O F  T H E  INSURANCE EXCHANGE BY THE DIRECTOR. 
NOTHING I N  T H I S  SUBSECTION REQUIRES T H E  DIRECTOR TO DETERMINE T H E  ACTUAL 
F I N A N C I A L  C O N D I T I O N  OR C L A I M S  P R A C T I C E S  OF A S Y N D I C A T E  O F  AN INSURANCE 
EXCHANGE. 

& E. The d i r e c t o r  may p e r i o d i c a l l y  p u b l i s h  a  l i s t  o f  unau tho r i zed  
i n s u r e r s  rsk)ek AND INSURANCE EXCHANGES T H A T  w r i t e  s u r p l u s  % L I N E S  
insu rance  e s t a b l i s h e d  on t h e  b a s i s  o f  documentat ion p rov ided  t o  t h e  d i r e c t o r  
p u r s u a n t  t o  s u b s e c t i o n s  B ,  inte C e+ t h l :  se9S-m AND D and such o t h e r  
i n f o r m a t i o n  as he may reasonab ly  r e q u i r e .  The d i r e c t o r  may m a i l  a  copy o f  
t h e  l i s t  t o  each l i c e n s e d  s u r p l u s  +he L I N E S  b r o k e r  a t  t h e  l a s t  address on 
t h e  reco rds  o f  t h e  department.  T h i s  subsec t ion  i s  n o t  deemed t o  r e q u i r e  t h e  
d i r e c t o r  t o  de te rm ine  t h e  a c t u a l  f i n a n c i a l  c o n d i t i o n  o r  c l a i m s  p r a c t i c e s  o f  
any u n a u t h o r i z e d  i n s u r e r  OR INSURANCE EXCHANGE. and t h e  appearance o f  an 
u n a u t h o r i z e d  i n s u r e r  OR INSURANCE EXCHANGE upon t h e  l i s t  i n d i c a t e s  o n l y  t h a t  
t h e  i n s u r e r  OR INSURANCE EXCHANGE appears t o  be f i n a n c i a l l y  sound and t o  have 
s a t i s f a c t o r y  c l a i m s  p r a c t i c e s  and t h a t  t h e  d i r e c t o r  has no c r e d i b l e  evidence 
t o  t h e  c o n t r a r y .  The b r o k e r  s h a l l  r e s t r i c t  a l l  s u r p l u s  % L I N E S  bus iness 
p l a c e d  by  h im w i t h  an u n a u t h o r i z e d  i n s u r e r  OR INSURANCE EXCHANGE t o  those 
i n s u r e r s  AND INSURANCE EXCHANGES q u a l i f i e d  w i t h  t h e  d i r e c t o r  as p r o v i d e d  i n  
t h i s  s e c t i o n .  

.Er F. Fo r  a  v i o l a t i o n  o f  t h i s  s e c t i o n .  i n  a d d i t i o n  t o  any o t h e r  
p e n a l t y  p r o v i d e d  by law,  t h e  d i r e c t o r  s h a l l  revoke t h e  b r o k e r ' s  l i c e n s e  and 
s h a l l  n o t  l i c e n s e  t h e  b r o k e r  a g a i n  w i t h i n  a  p e r i o d  o f  two years  t h e r e a f t e r .  

Cr G. Mexican i n s u r e r s  p l a c i n g  v e h i c l e  i nsu rance  coverages i n  Mexico 
o n l y  t h r o u g h  l i c e n s e d  Ar i zona  s u r p l u s  % L I N E S  b r o k e r s  a r e  exempt f rom THE 
d e p o s i t  r e q u i r e m e n t s  +e+h&b PRESCRIBED i n  s u b s e c t i o n s  B .  a& C e+W+ 

AND D.  
6~ H. Fo r  purposes o f  subsec t ions  A .  B ,  C and E, 

" i n s u r e r "  MEANS e&+vw AN u n a u t h o r i z e d  i n s u r e r  
e=bwe. 




