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STATE OF NEW YORK

7786
2011- 2012 Regul ar Sessi ons
I N ASSEMBLY
May 17, 2011

Introduced by M of A CALHOUN -- read once and referred to the Comit -
tee on | nsurance

AN ACT to amend the insurance law and the tax law, in relation to estab-
lishing the surplus lines insurance nulti-state conpliance conpact
with respect to surplus lines insurance and premumtax allocation

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. Legislative findings. The legislature finds, with regard to
non-adm tted i nsurance policies with risk exposures located in nultiple
states, the 111th United States Congress has stipulated in title V,
subtitle B, the Non-Adm tted and Rei nsurance Reform Act of 2010 of the
Dodd- Frank Wall Street Reform and Consuner Protection Act (hereinafter
the NRRA) that:

1. The placenent of non-admitted insurance shall be subject to the
statutory and regulatory requirenments solely of the insured' s hone
state, and

2. Any law, regulation, provision or action of any state that applies
or purports to apply to non-admtted insurance sold to, solicited by or
negotiated with an i nsured whose hone state is another state shall be
preenpted wth respect to such application; except that any state |aw,
rule or regulation that restricts the placenment of workers' conpensation
i nsurance or excess insurance for self-funded workers' conpensation
plans with a non-admtted i nsurer shall not be preenpted.

The legislature finds further that in conpliance with NRRA, no state
ot her than the honme state of an insured my require any premum tax
paynment for non-adnmitted insurance; and no state other than an insured's
hone state nay require a surplus lines broker to be licensed in order to
sell, solicit or negotiate non-admtted i nsurance with respect to such
i nsur ed.

The legislature finds further that the NRRA intends that the states
may enter into a conpact or otherw se establish procedures to allocate

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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anong the states the premumtaxes paid to an insured's hone state; and
that each state adopt nationwi de uniformrequirenments, form and proce-
dures, such as an interstate conpact, that provide for the reporting,
paynment, collection and allocation of premumtaxes for non-adnitted
I nsur ance.

The legislature finds further that after the expiration of the two-
year period beginning on the effective date of the NRRA, a state nmay not
collect any fees relating to licensing of an individual or entity as a
surplus lines licensee in the state unless the state has in effect at
such tinme laws or regulations that provide for participation by the
state in the national insurance producer database of the National Asso-
ciation of |Insurance Conm ssioners (hereinafter the NAIC) or any other
equi val ent uni form nati onal database for the |licensure of surplus |ines
i censees and the renewal of such |icenses.

The legislature recognizes that a need exists for a system of regu-

lation that will provide for surplus Iines insurance to be placed wth
reputable and financially sound non-adnmitted insurers and that wll
permt orderly access to surplus lines insurance in this state and

encourage insurers to nake new and i nnovative types of insurance avail -
able to consuners in this state.

The legislature finds that protecting the revenue of this state and
ot her conpacting states nay be acconplished by facilitating the paynment
and collection of premumtax on non-admtted insurance and providing
for allocation of premumtax for non-admtted i nsurance of nulti-state
ri sks anong the states in accordance with uniform allocation fornul as.

The legislature finds that the efficiency of the surplus lines market
may be inproved by elimnating duplicative and inconsistent tax and
regul atory requirenents anong the states and by pronoting and protecting
the interests of surplus lines |licensees who assist such insureds and
non-admtted insurers, thereby ensuring the continued availability of
non-admitted i nsurance to consumers.

Regul atory conpliance with respect to non-admitted insurance place-
nments may be streanmlined by providing for exclusive single-state regul a-
tory conpliance for non-admtted insurance of nulti-state risks, thereby
provi ding certainty regardi ng such conpliance to all persons who have an
interest in such transactions, including but not limted to insureds,
regul ators, surplus lines |licensees, other insurance producers and
surplus lines insurers.

The legislature finds that coordination of regulatory resources and
experti se between state insurance departnents and other state agencies,
as well as state surplus |lines stanping offices, with respect to non-ad-
mtted i nsurance will be inproved.

S 2. The insurance |law is anended by adding a new article 29 to read
as foll ows:

ARTI CLE 29

SURPLUS LI NES | NSURANCE MULTI - STATE COWVPLI ANCE COVPACT
SECTI ON 2901. SHORT TI TLE.

2902. PURPGCSES.

2903. DEFI NI Tl ONS.

2904. ESTABLI SHVENT OF THE COVMM SSI ON AND VENUE

2905. AUTHORI TY TO ESTABLI SH MANDATORY RULES.

2906. POVWERS OF THE COWM SSI ON.

2907. ORGANI ZATI ON OF THE COWM SSI ON.

2908. MEETI NGS AND ACTS OF THE COWM SSI ON.

2909. RULEMAKI NG FUNCTI ONS OF THE COWM SSI ON.

2910. COWM SSI ON RECORDS AND ENFORCEMENT.



Co~NOoOUIT~hWNE

A 7786 3

2911. DI SPUTE RESCLUTI ON.

2912. REVI EW OF COWM SSI ON DECI SI ONS.

2913. FI NANCE.

2914. COWPACTI NG STATES, EFFECTI VE DATE AND ANMENDMENT.
2915. W THDRAWAL, DEFAULT AND TERM NATI ON.

2916. SEVERABI LI TY AND CONSTRUCTI ON.

2917. BI NDI NG EFFECT OF COVPACT AND OTHER LAWS.

S 2901. SHORT TITLE. TH S ARTI CLE SHALL BE KNOWN AND MAY BE Cl TED AS
THE " SURPLUS LI NES | NSURANCE MULTI - STATE COVPLI ANCE COVPACT".

S 2902. PURPOSES. THE PURPOSES OF THI S COWPACT ARE:

(A) TO | MPLEMENT THE EXPRESS PROVI SI ONS OF THE NON- ADM TTED AND REI N-
SURANCE REFORM ACT OF 2010 ( HEREI NAFTER THE NRRA) .

(B) TO PROTECT THE PREM UM TAX REVENUES OF THE COWMPACTI NG STATES
THROUGH FACI LI TATI NG THE PAYMENT AND COLLECTION OF PREM UM TAX ON
NON- ADM TTED | NSURANCE; AND TO PROTECT THE | NTERESTS OF THE COVPACTI NG
STATES BY SUPPORTI NG THE CONTI NUED AVAI LABILITY OF SUCH | NSURANCE TO
CONSUMERS; AND TO PROVI DE FOR ALLOCATI ON OF PREM UM TAX FOR NON- ADM TTED
I NSURANCE OF MULTI-STATE RISKS AMONG THE STATES | N ACCORDANCE W TH
UNI FORM ALLOCATI ON FORMULAS TO BE DEVELOPED, ADOPTED, AND | MPLEMENTED BY
THE COW SSI ON.

(©) TO STREAMLI NE AND | MPROVE THE EFFICIENCY OF THE SURPLUS LINES
MARKET BY ELI M NATI NG DUPLI CATI VE AND | NCONSI STENT TAX AND REGULATORY
REQUI REMENTS AMONG THE STATES; AND PROMOTE AND PROTECT THE | NTEREST OF
SURPLUS LINES LICENSEES WHO ASSIST SUCH | NSUREDS AND SURPLUS LI NES
I NSURERS, THEREBY ENSURI NG THE CONTI NUED AVAI LABI LI TY OF SURPLUS LI NES
I NSURANCE TO CONSUMERS.

(D) TO STREAMLI NE REGULATORY COWPLI ANCE W TH RESPECT TO NON- ADM TTED
I NSURANCE PLACEMENTS BY PROVI DI NG FOR EXCLUSI VE SI NGLE- STATE REGULATORY
COWPLI ANCE FOR NON-ADM TTED | NSURANCE OF MJLTI - STATE RI SKS, | N ACCORD-
ANCE WTH RULES TO BE ADOPTED BY THE COW SSION, THEREBY PROVI DI NG
CERTAI NTY REGARDI NG SUCH COVPLI ANCE TO ALL PERSONS WHO HAVE AN | NTEREST
I N SUCH TRANSACTI ONS, | NCLUDI NG BUT NOT LI M TED TO | NSUREDS, REGULATORS,
SURPLUS LI NES LI CENSEES, OTHER | NSURANCE PRODUCERS AND SURPLUS LI NES
I NSURERS.

(E) TO ESTABLISH A CLEARI NGHOUSE FOR RECEI PT AND DI SSEM NATI ON OF
PREM UM TAX AND CLEARI NGHOUSE TRANSACTI ON DATA RELATED TO NON-ADM TTED
I NSURANCE OF MULTI - STATE RI SKS, | N ACCORDANCE W TH RULES TO BE ADOPTED
BY THE COW SSI ON.

(F) TO | MPROVE COORDI NATI ON OF REGULATORY RESOURCES AND EXPERTI SE
BETWEEN STATE | NSURANCE DEPARTMENTS AND OTHER STATE AGENCI ES, AS WELL AS
STATE SURPLUS LINES STAWPING OFFICES, WTH RESPECT TO NON- ADM TTED
I NSURANCE.

(G TO ADOPT UNI FORM RULES TO PROVI DE FOR PREM UM TAX PAYMENT, REPORT-
I NG, ALLOCATI ON, DATA COLLECTION AND DI SSEM NATION FOR NON-ADM TTED
I NSURANCE OF MULTI-STATE RISKS AND SI NGLE- STATE RI SKS, | N ACCORDANCE
W TH RULES TO BE ADOPTED BY THE COMM SSI ON, THEREBY PROMOTI NG THE OVER-
ALL EFFI Cl ENCY OF THE NON- ADM TTED | NSURANCE MARKET.

(H TO ADOPT UN FORM MANDATORY RULES W TH RESPECT TO REGULATORY
COWPLI ANCE REQUI REMENTS FOR:

(1) FOREI GN I NSURER ELI G BI LI TY REQUI REMENTS; AND

(2) SURPLUS LI NES POLI CYHOLDER NOTI CES.

(1) TO ESTABLI SH THE SURPLUS LI NES | NSURANCE MJLTI - STATE COWPLI ANCE
COMPACT COW SSI ON.

(J) TO COORDI NATE REPORTI NG OF CLEARI NGHOUSE TRANSACTI ON DATA ON NON-
ADM TTED | NSURANCE OF MJULTI - STATE RISKS AMONG COWPACTI NG STATES AND
CONTRACTI NG STATES.
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(K TO PERFORM THESE AND SUCH OTHER RELATED FUNCTI ONS AS MAY BE
CONS| STENT W TH THE PURPCSES OF THE SURPLUS LI NES | NSURANCE MJLTI - STATE
COVPLI ANCE COMPACT.

S 2903. DEFINITIONS. FOR THE PURPCSES OF THI S COVMPACT THE FOLLOW NG
DEFI NI TI ONS SHALL APPLY:

(A) "ADM TTED | NSURER' MEANS AN | NSURER THAT | S LI CENSED OR AUTHORI ZED
TO TRANSACT THE BUSI NESS OF | NSURANCE UNDER THE LAWOF THE HOMVE STATE;
FOR PURPOCSES OF THI S COWACT "ADM TTED | NSURER' SHALL NOT | NCLUDE A
DOVESTI C SURPLUS LI NES | NSURER AS MAY BE DEFINED BY APPLI CABLE STATE
LAW

(B) "AFFILIATE" MEANS, WTH RESPECT TO AN | NSURED, ANY ENTI TY THAT
CONTROLS, |S CONTROLLED BY OR | S UNDER COVMON CONTROL W TH THE | NSURED.

(© "ALLOCATI ON FORMULA" MEANS THE UNI FORM METHODS PROMULGATED BY THE
COM SSION BY WHI CH | NSURED RI SK EXPOSURES W LL BE APPORTI ONED TO EACH
STATE FOR THE PURPOSE OF CALCULATI NG PREM UM TAXES DUE.

(D) "BYLAWS' MEANS THOSE BYLAWS ESTABLI SHED BY THE COVMM SSION FOR I TS
GOVERNANCE OR FOR DI RECTI NG OR CONTROLLI NG THE COWMM SSI ON' S ACTI ONS OR
CONDUCT.

(E) "CLEARI NGHOUSE" MEANS THE COWM SSI ON' S OPERATIONS | NVOLVI NG THE
ACCEPTANCE, PROCESSI NG AND DI SSEM NATI ON AMONG THE COMPACTI NG STATES,
CONTRACTI NG STATES, SURPLUS LI NES LI CENSEES, | NSUREDS AND OTHER PERSONS
OF PREM UM TAX AND CLEARI NGHOUSE TRANSACTI ON DATA FOR NON- ADM TTED
| NSURANCE OF MULTI - STATE RI SKS | N ACCORDANCE W TH THI S COVPACT AND RULES
TO BE ADOPTED BY THE COWM SSI ON.

(F) " CLEARI NGHOUSE TRANSACTI ON DATA" MEANS THE | NFORVATI ON REGARDI NG
NON- ADM TTED | NSURANCE OF MJULTI-STATE RI SKS REQUI RED TO BE REPORTED,
ACCEPTED, COLLECTED, PROCESSED AND DI SSEM NATED BY SURPLUS LI NES LI CEN-
SEES FOR SURPLUS LI NES | NSURANCE AND | NSUREDS FOR | NDEPENDENTLY PROCURED
I NSURANCE UNDER THI S COVPACT AND RULES TO BE ADOPTED BY THE COMM SSI ON.
CLEARI NGHOUSE TRANSACTI ON DATA I NCLUDES | NFORVATION  RELATED TO
SINGLE- STATE RISKS |F A STATE ELECTS TO HAVE THE CLEARI NGHOUSE COLLECT
TAXES ON SI NGLE- STATE RI SKS FOR SUCH STATE.

(G "COVWPACTI NG STATE" MEANS ANY STATE WHI CH HAS ENACTED TH'S COWPACT
LEG SLATION AND WH CH HAS NOT W THDRAWN PURSUANT TO SUBSECTI ON (A) OF
SECTI ON TVEENTY- NI NE HUNDRED FI FTEEN OF THI S ARTI CLE OR BEEN TERM NATED
PURSUANT TO SUBSECTION (B) OF SECTION TVENTY- Nl NE HUNDRED FI FTEEN OF
TH S ARTI CLE.

(H "COW SSI ON' MEANS THE SURPLUS LI NES | NSURANCE MULTI - STATE COWPLI -
ANCE COVPACT COWM SSI ON ESTABLI SHED BY THI S COVPACT.

(1) "COW SSI ONER' MEANS THE CHI EF | NSURANCE REGULATORY COFFICIAL OF A
STATE I NCLUDING BUT NOI' LIMTED TO,  COW SSI ONER, SUPERI NTENDENT,
DI RECTOR OR ADM NI STRATOR OR THEI R DESI GNEES.

(J) " CONTRACTI NG STATE'" MEANS ANY STATE WHICH HAS NOT ENACTED TH'S
COVPACT LEG SLATION BUT HAS ENTERED I NTO A WRI TTEN CONTRACT W TH THE
COMM SSION TO UTI LI ZE THE SERVICES OF AND FULLY PARTICIPATE IN THE
CLEARI NGHOUSE.

(K) "CONTROL" MEANS ONE ENTITY HAS PONMER OVER ANOTHER FOR THE
PURPOSES OF THI S ARTI CLE, AN ENTITY HAS CONTRCL OVER ANOTHER ENTI TY I F:

(1) THE ENTITY DI RECTLY OR I NDI RECTLY OR ACTING THROUGH ONE OR MORE
OTHER PERSONS OWN, CONTROLS OR HAS THE POWER TO VOTE TWENTY- FI VE PERCENT
OR MORE OF ANY CLASS OF VOTI NG SECURI TIES OF THE OTHER ENTITY; OR

(2) SUCH ENTITY CONTROLS I N ANY MANNER THE ELECTION OF A MAJORITY OF
THE DI RECTORS OR TRUSTEES OF THE OTHER ENTI TY.

(L) "HOVE STATE" SHALL HAVE TWO MEANI NGS DEPENDI NG ON CONTEXT:

(1) EXCEPT AS PROVI DED I N PARAGRAPH TWO OF THI' S SUBSECTI ON, THE TERM
"HOVE STATE" MEANS, W TH RESPECT TO AN | NSURED:
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(A) THE STATE IN WH CH AN | NSURED MAI NTAINS I TS PRI NCI PAL PLACE OF
BUSI NESS OR, IN THE CASE OF AN I NDI VI DUAL, THE | NDI VIDUAL'S PRI NCI PAL
RESI DENCE; OR

(B) |IF ONE HUNDRED PERCENT OF THE I NSURED RI SK | S LOCATED OQUT OF THE
STATE REFERRED TO | N SUBPARAGRAPH (A) OF THI S PARAGRAPH, THE STATE TO
VWH CH THE GREATEST PERCENTAGE OF THE | NSURED S TAXABLE PREM UM FOR THAT
I NSURANCE CONTRACT | S ALLOCATED.

(2) IF MORE THAN ONE |INSURED FROM AN AFFILIATED GCROUP ARE NAMED
INSUREDS ON A SINGLE NON-ADM TTED | NSURANCE CONTRACT, THE TERM " HOVE
STATE" MEANS THE HOVE STATE, AS DETERM NED PURSUANT TO PARAGRAPH ONE OF
TH'S SUBSECTION, O THE MEMBER OF THE AFFI LI ATED GROUP THAT HAS THE
LARGEST PERCENTACE OF PREM UM ATTRIBUTED TO |IT UNDER SUCH | NSURANCE
CONTRACT.

" | NDEPENDENTLY PROCURED | NSURANCE" MEANS | NSURANCE PROCURED BY AN
I NSURED DI RECTLY FROM A SURPLUS LINES |INSURER OR OTHER NON-ADM TTED
| NSURER AS PERM TTED BY THE LAWS OF THE HOVE STATE.

(N)  "INSURER ELId BILITY REQU REMENTS" MEANS THE CRI TERI A, FORVS AND
PROCEDURES ESTABLI SHED TO QUALI FY AS A SURPLUS LI NES | NSURER UNDER THE
LAW OF THE HOVE STATE PROVI DED THAT SUCH CRI TERI A, FORM5 AND PROCEDURES
ARE CONSI STENT W TH THE EXPRESS PROVI SI ONS OF THE NRRA ON AND AFTER JULY
TWENTY- FI RST, TWO THOUSAND ELEVEN.

(O "MEMBER' MEANS THE PERSON OR PERSONS CHOSEN BY A COMPACTI NG STATE
AS | TS REPRESENTATI VE OR REPRESENTATI VES TO THE COWM SSI ON PROVI DED THAT
EACH COWPACTI NG STATE SHALL BE LI M TED TO ONE VOTE.

(P) "MJULTI-STATE RISK* MEANS A RI SK WTH | NSURED EXPOSURES | N MORE
THAN ONE STATE.

(Q "NON COWPACTI NG STATE' MEANS ANY STATE WHI CH HAS NOT ADOPTED THI' S
COMPACT.

(R) "NON-ADM TTED | NSURANCE" MEANS SURPLUS LI NES | NSURANCE AND | NDE-
PENDENTLY PROCURED | NSURANCE.

(S) "NON-ADM TTED | NSURER'" MEANS AN | NSURER THAT IS NOT AUTHORI ZED OR
ADM TTED TO TRANSACT THE BUSI NESS OF | NSURANCE UNDER THE LAW OF THE HOVE
STATE.

(T) "NRRA" MEANS THE NON- ADM TTED AND REI NSURANCE REFORM ACT OF 2010,
FOUND IN TITLE V, SUBTITLE B OF THE FEDERAL DODD-FRANK WALL STREET
REFORM AND CONSUMER PROTECTI ON ACT.

" PCLI CYHOLDER NOTI CE* MEANS THE DI SCLOSURE NOTI CE OR STAWP THAT | S
REQUI RED TO BE FURNI SHED TO THE APPLI CANT OR PCLI CYHOLDER I N CONNECTI ON
W TH A SURPLUS LI NES | NSURANCE PLACEMENT.

"PREM UM TAX" MEANS W TH RESPECT TO NON-ADM TTED | NSURANCE, ANY
TAX, FEE, ASSESSMENT OR OIHER CHARGE | MPOSED BY A GOVERNVENT ENTI TY
DI RECTLY OR | NDI RECTLY BASED ON ANY PAYMENT MADE AS CONSI DERATI ON FOR
SUCH | NSURANCE, | NCLUDI NG PREM UM DEPGCSI TS, ASSESSMENTS, REGQ STRATI ON
FEES AND ANY OTHER COMPENSATI ON G VEN | N CONSI DERATI ON FOR A CONTRACT OF
I NSURANCE.

"PRI NCI PAL PLACE OF BUSI NESS" MEANS WTH RESPECT TO DETERM NI NG
THE HOVE STATE OF THE | NSURED, THE STATE WHERE THE | NSURED MAI NTAINS | TS
HEADQUARTERS AND WHERE THE | NSURED S Hl G+ LEVEL OFFI CERS DI RECT, CONTROL
AND COORDI NATE THE BUSI NESS ACTI VI TI ES OF THE | NSURED.

" PURCHASI NG GROUP" MEANS ANY GROUP FORMED PURSUANT TO THE LI ABI L-

I TY RI SK RETENTI ON ACT WHI CH HAS AS ONE OF | TS PURPOSES THE PURCHASE OF
LIABILITY | NSURANCE ON A GROUP BASI S, PURCHASES SUCH | NSURANCE ONLY FOR
I TS GROUP MEMBERS AND ONLY TO COVER THEIR SIM LAR OR RELATED LIABILITY
EXPOSURE AND IS COWOSED OF MEMBERS WHOSE BUSI NESSES OR ACTI VI TI ES ARE
SIM LAR OR RELATED W TH RESPECT TO THE LIABILITY TO WH CH MEMBERS ARE
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EXPCSED BY VIRTUE OF ANY RELATED, SIMLAR OR COVMON BUSI NESS, TRADE,
PRODUCT, SERVI CES, PREM SES OR OPERATI ONS AND IS DOM Cl LED I N ANY STATE.

(Y) "RULE" MEANS A STATEMENT OF GENERAL OR PARTI CULAR APPLI CABI LI TY
AND FUTURE EFFECT PROMULGATED BY THE COWM SSI ON DESI GNED TO | MPLEMENT,
I NTERPRET OR PRESCRIBE LAW OR POLI CY OR DESCRI BI NG THE ORGANI ZATI ON,
PROCEDURE OR PRACTI CE REQUI REMENTS OF THE COW SSI ON VWHI CH SHALL HAVE
THE FORCE AND EFFECT OF LAWIN THE COVWPACTI NG STATES.

(Z) "SINGLE-STATE RISK' MEANS A RI SK W TH | NSURED EXPOSURES I N ONLY
ONE STATE.

(AA) "STATE" MEANS ANY STATE, DISTRICT OR TERRITORY OF THE UN TED
STATES OF AMERI CA.

(BB) " STATE TRANSACTI ON DOCUMENTATI ON' MEANS THE | NFORMATI ON REQUI RED
UNDER THE LAWS OF THE HOVE STATE TO BE FI LED BY SURPLUS LI NES LI CENSEES
IN ORDER TO REPORT SURPLUS LI NES | NSURANCE AND VERI FY COWVPLI ANCE W TH
SURPLUS LI NES LAWS AND BY INSUREDS IN ORDER TO REPORT | NDEPENDENTLY
PROCURED | NSURANCE.

(CC "SURPLUS LI NES | NSURANCE" MEANS | NSURANCE PROCURED BY A SURPLUS
LI NES LI CENSEE FROM A SURPLUS LI NES | NSURER OR OTHER NON- ADM TTED | NSUR-
ER AS PERM TTED UNDER THE LAW OF THE HOVE STATE. FOR THE PURPOSES OF
TH'S COWPACT "SURPLUS LINES | NSURANCE" SHALL ALSO MEAN EXCESS LI NE
| NSURANCE AS THAT TERM | S USED PURSUANT TO SECTION TWO THOUSAND ONE
HUNDRED FI VE OF THI S CHAPTER.

(DD) "SURPLUS LINES |NSURER' MEANS A NON- ADM TTED | NSURER ELI G BLE
UNDER THE LAW OF THE HOVE STATE TO ACCEPT BUSI NESS FROM A SURPLUS LI NES
L1 CENSEE. FOR THE PURPCSES OF TH S COMPACT "SURPLUS LI NES | NSURER"
SHALL ALSO MEAN AN | NSURER WVHICH IS PERM TTED TO WRITE SURPLUS LI NES
I NSURANCE UNDER THE LAWS OF THE STATE WHERE SUCH | NSURER |'S DOM CI LED.

(EE) "SURPLUS LINES LI CENSEE" MEANS AN | NDI VI DUAL, FI RM OR CORPORATI ON
LI CENSED UNDER THE LAW OF THE HOMVE STATE TO PLACE SURPLUS LI NES | NSUR-
ANCE.

S 2904. ESTABLI SHMENT OF THE COWM SSI ON AND VENUE. (A) THE COWPACTI NG
STATES HEREBY CREATE AND ESTABLISH A JO NT PUBLI C AGENCY KNOWN AS THE
“SURPLUS LI NES | NSURANCE MULTI - STATE COVPLI ANCE COVMPACT COWM SS| ON. "

(B) PURSUANT TO SECTI ON TWO THOUSAND NI NE HUNDRED FIVE OF THI S ARTI -
CLE, THE COW SSION WLL HAVE THE PONER TO ADOPT MANDATCORY RULES WH CH
ESTABLI SH EXCLUSI VE HOVE STATE AUTHORI TY REGARDI NG NON- ADM TTED | NSUR-
ANCE OF MJILTI-STATE RISKS, ALLOCATI ON FORMULAS, CLEARI NGHOUSE TRANS-
ACTI ON DATA, A CLEARI NGHOUSE FOR RECEI PT AND DI STRI BUTI ON  OF ALLOCATED
PREM UM TAX AND CLEARI NGHOUSE TRANSACTI ON DATA AND UNI FORM RULEMAKI NG
PROCEDURES AND RULES FOR THE PURPOSE OF FI NANCI NG ADM NI STERI NG~ OPER-
ATI NG AND ENFORCI NG COMPLI ANCE W TH THE PROVI SI ONS OF THI S COWACT, | TS
BYLAWS AND RULES.

(© PURSUANT TO SECTI ON TWDO THOUSAND NI NE HUNDRED FIVE OF THI S ARTI -
CLE, THE COW SSI ON WLL HAVE THE PONER TO ADOPT MANDATORY RULES ESTAB-
LI SHI NG FOREI GN | NSURER ELIGBILITY REQU REMENTS AND A CONCI SE AND
OBJECTI VE POLI CYHOLDER NOTI CE  REGARDI NG THE NATURE OF A SURPLUS LI NES
PLACEMENT.

(D) THE COW SSION IS A BODY CORPORATE AND PCLI TIC AND AN | NSTRUVEN-
TALI TY OF THE COVPACTI NG STATES.

(E) THE COW SSION | S SOLELY RESPONSI BLE FOR I TS LI ABI LI TIES, EXCEPT
AS OTHERW SE SPECI FI CALLY PROVIDED IN THI S COMPACT.

(F) VENUE |'S PROPER AND JUDI Cl AL PROCEEDI NGS BY OR AGAI NST THE COW S-
SION SHALL BE BROUGHT SOLELY AND EXCLUSI VELY IN A COURT OF COWPETENT
JURI SDI CTION WHERE THE PRI NCI PAL OFFI CE OF THE COW SSI ON | S LOCATED.
THE COW SSI ON MAY WAI VE VENUE AND JURI SDI CTlI ONAL DEFENSES TO THE EXTENT
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I T ADOPTS OR CONSENTS TO PARTI Cl PATE I N ALTERNATI VE DI SPUTE RESCLUTI ON
PROCEEDI NGS.

S 2905. AUTHORITY TO ESTABLI SH MANDATORY RULES. THE COWM SS| ON SHALL
ADOPT MANDATORY RULES WHI CH ESTABLI SH:

(A) ALLOCATI ON FORMULAS FOR EACH TYPE OF NON- ADM TTED | NSURANCE COVER-
AGE, VH CH ALLOCATI ON FORMJULAS MUST BE USED BY EACH COMPACTI NG STATE AND
CONTRACTI NG STATE I'N ACQUI RI NG PREM UM TAX AND CLEARI NGHOUSE TRANSACTI ON
DATA FROM SURPLUS LI NES LI CENSEES AND | NSUREDS FOR REPORTING TO THE
CLEARI NGHOUSE CREATED BY THE COWVPACT COWM SSI ON. SUCH ALLOCATI ON FORMU-
LAS WLL BE ESTABLI SHED W TH | NPUT FROM SURPLUS LI NES LI CENSEES AND BE
BASED UPON READI LY AVAI LABLE DATA WTH SI MPLICITY AND UNI FORM TY FOR THE
SURPLUS LI NES LI CENSEE AS A MATERI AL CONSI DERATI ON.

(B) UNI FORM CLEARI NGHOUSE TRANSACTI ON DATA REPORTI NG REQUI REMENTS FOR
ALL | NFORVATI ON REPORTED TO THE CLEARI NGHOUSE.

(© METHODS BY WWH CH COVPACTI NG STATES AND CONTRACTI NG STATES REQUI RE
SURPLUS LINES LICENSEES AND | NSUREDS TO PAY PREM UM TAX AND TO REPORT
CLEARI NGHOUSE TRANSACTI ON DATA TO THE CLEARI NGHOUSE, | NCLUDI NG BUT NOT
LIMTED TO PROCESSI NG CLEARI NGHOUSE TRANSACTI ON DATA THROUGH STATE
STAVPI NG AND SERVI CE OFFI CES, STATE | NSURANCE DEPARTMENTS, OR OTHER
STATE- DESI GNATED AGENCI ES OR ENTI TI ES.

(D) THAT NON- ADM TTED | NSURANCE OF MULTI - STATE RI SKS SHALL BE SUBJECT
TO ALL OF THE REGULATORY COWPLI ANCE REQU REMENTS OF THE HOVE STATE
EXCLUSI VELY. HOVE STATE REGULATORY COVPLI ANCE REQUI REMENTS APPLI CABLE TO
SURPLUS LI NES | NSURANCE SHALL | NCLUDE, BUT NOT BE LIM TED TO

(1) PERSONS REQU RED TO BE LICENSED TO SELL, SOLICIT OR NEGOTI ATE
SURPLUS LI NES | NSURANCE;

(2) I'NSURER ELI G BI LI TY REQUI REMENTS CR OTHER APPROVED NON- ADM TTED
I NSURER REQUI REMENTS;

(3) DI LI GENT SEARCH; AND

(4) STATE TRANSACTI ON DOCUMENTATI ON AND CLEARI NGHOUSE TRANSACTI ON DATA
REGARDI NG THE PAYMENT OF PREM UM TAX AS SET FORTH IN THI S COVPACT AND
RULES TO BE ADOPTED BY THE COW SSI ON. HOVE STATE REGULATORY COWVPLI ANCE
REQUI REMENTS APPLI CABLE TO | NDEPENDENTLY PROCURED | NSURANCE PLACEMENTS
SHALL I NCLUDE, BUT NOT BE LIMTED TO, PROVIDI NG STATE TRANSACTI ON
DOCUMENTATI ON AND CLEARI NGHOUSE TRANSACTI ON DATA REGARDI NG THE PAYMENT
OF PREM UM TAX AS SET FORTH IN THI S COVWACT AND RULES TO BE ADOPTED BY
THE COW SSI ON.

(E) THAT EACH COVPACTI NG STATE AND CONTRACTI NG STATE MAY CHARGE I TS
OM RATE OF TAXATI ON ON THE PREM UM ALLOCATED TO SUCH STATE BASED ON THE
APPLI CABLE ALLOCATI ON FORMJULA PROVI DED THAT THE STATE ESTABLI SHES ONE
SINGLE RATE OF TAXATI ON APPLI CABLE TO ALL NON- ADM TTED | NSURANCE TRANS-
ACTI ONS AND NO OTHER TAX, FEE ASSESSMENT OR OTHER CHARGE BY ANY GOVERN-
MENTAL OR QUASI - GOVERNVENTAL AGENCY BE PERM TTED. NOTW THSTANDI NG THE
FOREGO NG, STAMPI NG OFFI CE FEES MAY BE CHARGED AS A SEPARATE, ADDI Tl ONAL
COST UNLESS SUCH FEES ARE | NCORPORATED | NTO A STATE'S SINGLE RATE OF
TAXATI ON.

(F) THAT ANY CHANGE I N THE RATE OF TAXATI ON BY ANY COWPACTI NG STATE OR
CONTRACTI NG STATE BE RESTRICTED TO CHANGES MADE PROSPECTI VELY ON NOT
LESS THAN NI NETY DAYS ADVANCE NOTI CE TO THE COVPACT COMM SSI ON.

(G THAT EACH COVPACTI NG STATE AND CONTRACTING STATE SHALL REQU RE
PREM UM TAX PAYMENTS EI THER ANNUALLY, SEM - ANNUALLY OR QUARTERLY UTI LI Z-
ING ONE OR MORE OF THE FOLLOW NG DATES ONLY: MARCH FI RST, JUNE FI RST,
SEPTEMBER FI RST AND DECEMBER FI RST.

(H) THAT EACH COVPACTI NG STATE AND CONTRACTING STATE PROHI BIT ANY
OTHER STATE AGENCY OR POLI TI CAL SUBDI VI SI ON FROM REQUI RI NG SURPLUS LI NES
LI CENSEES TO PROVIDE CLEARI NGHOUSE TRANSACTI ON DATA AND STATE TRANS-
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ACTI ON DOCUMENTATI ON OTHER THAN TO THE | NSURANCE DEPARTMENT OR TAX COFFI -
CI ALS OF THE HOVE STATE OR ONE S| NGLE DES|I GNATED AGENT THERECF.

(1) THE OBLIGATION OF THE HOVE STATE BY | TSELF, THROUGH A DESI GNATED
AGENT, SURPLUS LI NES STAWVPI NG OR SERVI CE OFFICE, TO COLLECT CLEARI NG
HOUSE TRANSACTI ON DATA FROM SURPLUS LI NES LI CENSEES AND FROM | NSUREDS
FOR | NDEPENDENTLY PROCURED | NSURANCE, WHERE APPLI CABLE, FOR REPORTI NG TO
THE CLEARI NGHOUSE.

(J) A METHOD FOR THE CLEARI NGHOUSE TO PERI ODI CALLY REPORT TO COWPACT-
I NG STATES, CONTRACTI NG STATES, SURPLUS LI NES LI CENSEES AND | NSUREDS WHO
| NDEPENDENTLY PROCURE | NSURANCE ALL PREM UM TAXES ONED TO EACH OF THE
COVPACTI NG STATES AND CONTRACTI NG STATES, THE DATES UPON WH CH PAYMENT
OF SUCH PREM UM TAXES ARE DUE AND A METHOD TO PAY THEM THROUGH THE
CLEARI NGHOUSE.

(K) THAT EACH SURPLUS LI NES LICENSEE IS REQUI RED TO BE LICENSED ONLY
IN THE HOVE STATE OF EACH | NSURED FOR WHOM SURPLUS LI NES | NSURANCE HAS
BEEN PROCURED.

(L) THAT A PCLI CY CONSI DERED TO BE SURPLUS LINES |INSURANCE IN THE
I NSURED' S HOVE STATE SHALL BE CONSI DERED SURPLUS LI NES | NSURANCE I N ALL
COMPACTI NG STATES AND CONTRACTI NG STATES AND TAXED AS A SURPLUS LI NES
TRANSACTION |IN ALL STATES TO VHICH A PORTION OF THE RI SK | S ALLOCATED.
EACH COVPACTI NG STATE AND CONTRACTI NG STATE SHALL REQUI RE EACH SURPLUS
LINES LICENSEE TO PAY TO EVERY OTHER COVPACTI NG STATE AND CONTRACTI NG
STATE PREM UM TAXES ON EACH MULTI - STATE RI SK THROUGH THE CLEARI NGHOUSE
AT SUCH TAX RATE CHARGED ON SURPLUS LI NES TRANSACTI ONS | N SUCH OTHER
COVMPACTI NG STATES AND CONTRACTI NG STATES ON THE PORTION OF THE RISK [IN
EACH SUCH COWPACTI NG STATE AND CONTRACTI NG STATE AS DETERM NED BY THE
APPLI CABLE UNI FORM ALLOCATI ON FORMULA ADOPTED BY THE COWM SSI ON. A PQLI -
CY CONSI DERED TO BE | NDEPENDENTLY PROCURED | NSURANCE |IN THE | NSURED S
HOVE STATE SHALL BE CONSI DERED | NDEPENDENTLY PROCURED | NSURANCE | N ALL
COVPACTI NG STATES AND CONTRACTI NG STATES. EACH COWPACTI NG STATE AND
CONTRACTI NG STATE SHALL REQUI RE THE | NSURED TO PAY EVERY OTHER COMPACT-
I NG STATE AND CONTRACTI NG STATE THE | NDEPENDENTLY PROCURED | NSURANCE
PREM UM TAX ON EACH MULTI - STATE RI SK THROUGH THE CLEARI NGHOUSE PURSUANT
TO THE UNI FORM ALLOCATI ON FORMJULA ADOPTED BY THE COMM SSI ON.

(M UNI FORM FOREI GN | NSURER ELI @ BI LI TY REQUI REMENTS AS AUTHORI ZED BY
THE NRRA.

A UNI FORM POLI CYHOLDER NOTI CE.

(O UNIFORM TREATMENT OF PURCHASI NG GROUP SURPLUS LI NES | NSURANCE
PLACEMENTS.

S 2906. PONERS OF THE COMM SSION. THE COWMM SSION  SHALL HAVE THE
FOLLOW NG POVERS:

(A) TO PROMULGATE RULES AND OPERATI NG PROCEDURES, PURSUANT TO SECTI ON
TWO THOUSAND NI NE HUNDRED NI NE OF THI S ARTI CLE, WHICH SHALL HAVE THE
FORCE AND EFFECT OF LAW AND SHALL BE BI NDI NG | N THE COMPACTI NG STATES TO
THE EXTENT AND | N THE MANNER PROVI DED I N THI S ARTI CLE;

(B) TO BRI NG AND PROSECUTE LEGAL PROCEEDI NGS OR ACTIONS | N THE NAME OF
THE COWMM SSION, PROVIDED THAT THE STANDI NG OF ANY STATE | NSURANCE
DEPARTMENT TO SUE OR BE SUED UNDER APPLI CABLE LAW SHALL NOT BE AFFECTED,

(© TO I SSUE SUBPOENAS REQUIRING THE ATTENDANCE AND TESTIMONY OF
W TNESSES AND THE PRODUCTI ON OF EVI DENCE, PROVI DED HONEVER, THE COW S-
SION I'S NOI EMPOANERED TO DEVMAND OR SUBPCENA RECORDS OR DATA FROM NON- AD-
M TTED | NSURERS;

(D) TO ESTABLI SH AND MAI NTAI N OFFI CES, I NCLUDING THE CREATION OF A
CLEARI NGHOUSE FOR THE RECEIPT OF PREM UM TAX AND CLEARI NGHOUSE TRANS-
ACTI ON DATA REGARDI NG NON-ADM TTED | NSURANCE OF MJLTI-STATE RI SKS,
SI NGLE- STATE RISKS FOR STATES WH CH ELECT TO REQUI RE SURPLUS LI NES
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LI CENSEES TO PAY PREM UM TAX ON SI NGLE- STATE RI SKS THROUGH THE CLEARI NG
HOUSE AND TAX REPORTI NG FORMVS;

(E) TO PURCHASE AND MAI NTAI N | NSURANCE AND BONDS;

(F) TO BORROW ACCEPT OR CONTRACT FOR SERVI CES OF PERSONNEL, | NCLUD-
NG BUT NOT LIMTED TO, EMPLOYEES OF A COWPACTI NG STATE OR STAMPI NG
OFFI CE, PURSUANT TO AN OPEN, TRANSPARENT, OBJECTI VE COWPETI Tl VE PROCESS
AND PROCEDURE ADCPTED BY THE COWM SSI ON;

(G TO H RE EMPLOYEES, PROFESSI ONALS OR SPECIALISTS AND ELECT OR
APPAO NT OFFI CERS AND TO FI X THEI R COVPENSATI ON, DEFI NE THEI R DUTI ES AND
G VE THEM APPROPRI ATE AUTHORI TY TO CARRY OQUT THE PURPOSES OF THE COVPACT
AND DETERM NE THEI R QUALI FI CATI ONS, PURSUANT TO AN OPEN, TRANSPARENT,
OBJECTI VE COWPETI TI VE PROCESS AND PROCEDURE ADCPTED BY THE COWM SSI ON;
AND TO ESTABLI SH THE COMM SSI ON' S PERSONNEL PCLI CI ES AND PROGRAMS RELAT-
I NG TO CONFLI CTS OF | NTEREST, RATES OF COVPENSATI ON AND QUALI FI CATI ONS
OF PERSONNEL AND OTHER RELATED PERSONNEL NMATTERS;

TO ACCEPT ANY AND ALL APPROPRI ATE DONATI ONS AND GRANTS OF MONEY,
EQUI PMENT, SUPPLI ES, MATERI ALS AND SERVI CES AND TO RECEI VE, UTILIZE AND
DISPOSE OF THE SAME; PROVI DED THAT AT ALL TI MES THE COW SSI ON SHALL
AVO D ANY APPEARANCE OF | MPROPRI ETY ANDY OR CONFLI CT OF | NTEREST,

(1) TO LEASE, PURCHASE, ACCEPT APPROPRI ATE G FTS OR DONATIONS OF, OR
OTHERWSE TO OW, HOLD, | MPROVE OR USE ANY PROPERTY, REAL, PERSONAL OR
M XED, PROVI DED THAT AT ALL TIMES THE COW SSI ON SHALL AVO D ANY APPEAR-
ANCE OF | MPROPRI ETY ANDY OR CONFLI CT OF | NTEREST,

(J) TO SELL, CONVEY, MORTGAGE, PLEDGE, LEASE, EXCHANGE, ABANDON OR
OTHERW SE DI SPOSE OF ANY PROPERTY, REAL, PERSONAL OR M XED;

(KY TO PROVIDE FOR TAX AUDIT RULES AND PROCEDURES FOR THE COVPACTI NG
STATES W TH RESPECT TO THE ALLOCATI ON OF PREM UM TAXES, | NCLUDI NG

(1) M N MUM AUDI T STANDARDS, | NCLUDI NG SAMPLI NG METHODS;

(2) REVIEW OF | NTERNAL CONTRCLS;

(3) COOPERATI ON AND SHARI NG OF AUDI T RESPONSI BI LI TI ES BETWEEN COVPACT-
I NG STATES;

(4) HANDLI NG OF REFUNDS OR CREDI TS DUE TO OVERPAYMENTS OR | MPROPER
ALLCOCATI ON OF PREM UM TAXES;

(5) TAXPAYER RECORDS TO BE REVIEWED | NCLUDING A M Nl MUM RETENTI ON
PERI GD; AND

(6) AUTHORI TY OF COVPACTI NG STATES TO REVIEW CHALLENGE OR RE-AUDI T
TAXPAYER RECORDS.

(L) TO ENFORCE COVPLI ANCE BY COVPACTI NG STATES AND CONTRACTI NG STATES
W TH RULES AND BYLAWS PURSUANT TO THE AUTHORI TY SET FORTH I N SECTI ON TWO
THOUSAND NI NE HUNDRED SEVENTEEN OF THI S ARTI CLE;

(M TO PROVI DE FOR DI SPUTE RESCLUTI ON AMONG COWPACTI NG STATES AND
CONTRACTI NG STATES;

TO ADVI SE COVPACTI NG STATES AND CONTRACTI NG STATES ON TAX- RELATED
| SSUES RELATI NG TO | NSURERS, | NSUREDS, SURPLUS LI NES LI CENSEES, AGENTS
OR BROKERS DOM CILED OR DO NG BUSINESS | N NON-COVMPACTI NG STATES,
CONS| STENT W TH THE PURPCSES OF THI S COVPACT,

(O TO MAKE AVAI LABLE ADVI CE AND TRAI NI NG TO THOSE PERSONNEL | N STATE
STAVPI NG OFFI CES, STATE | NSURANCE DEPARTMENTS OR OTHER STATE DEPARTMENTS
FOR RECORD KEEPING TAX COWPLI ANCE AND TAX ALLOCATI ONS; AND TO BE A
RESOURCE FOR STATE | NSURANCE DEPARTMENTS AND OTHER STATE DEPARTMENTS;

(P) TO ESTABLI SH A BUDGET AND MAKE EXPENDI TURES;

TO BORROW MONEY,;

(R) TO APPO NT AND OVERSEE COWM TTEES, | NCLUDI NG ADVI SORY COW TTEES
COWRI SED OF MEMBERS, STATE | NSURANCE REGULATORS, STATE LEGQ SLATORS OR
THEI R REPRESENTATI VES, | NSURANCE | NDUSTRY AND CONSUVER REPRESENTATI VES
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AND SUCH OTHER | NTERESTED PERSONS AS NMAY BE DESI GNATED IN THI S COMPACT
AND THE BYLAWS;

(S) TO ESTABLISH AN EXECUTIVE COW TTEE OF NOT LESS THAN SEVEN NOR
MORE THAN FI FTEEN REPRESENTATI VES, WH CH SHALL | NCLUDE OFFI CERS ELECTED
BY THE COMM SSI ON AND SUCH OTHER REPRESENTATI VES AS PROVI DED FOR HEREI N
AND DETERM NED BY THE BYLAWS. REPRESENTATI VES OF THE EXECUTI VE COW T-
TEE SHALL SERVE A ONE YEAR TERM  REPRESENTATI VES OF THE EXECUTI VE
COMWM TTEE SHALL BE ENTI TLED TO ONE VOTE EACH. THE EXECUTIVE COW TTEE
SHALL HAVE THE POVWER TO ACT ON BEHALF OF THE COWM SSI ON, W TH THE EXCEP-
TION OF RULEMAKING DURING PERIODS VWHEN THE COVMM SSION IS NOT IN
SESSI ON. THE EXECUTI VE COW TTEE SHALL OVERSEE THE DAY TO DAY ACTI VI TI ES
OF THE ADM NI STRATI ON OF THE COWPACT, | NCLUDING THE ACTIVITIES OF THE
OPERATI ONS COW TTEE CREATED UNDER TH'S ARTICLE AND COVPLI ANCE AND
ENFORCEMENT OF THE PROVI SI ONS OF THE COWPACT, | TS BYLAWS AND RULES AND
SUCH OTHER DUTI ES AS PROVI DED HEREI N AND AS DEEMED NECESSARY;

(T) TO ESTABLISH AN OPERATI ONS COWM TTEE OF NOT LESS THAN SEVEN AND
NOT MORE THAN FI FTEEN REPRESENTATIVES TO PROVIDE ANALYSIS, ADVI CE,
DETERM NATI ONS AND RECOMVENDATI ONS REGARDI NG TECHNOLOGY, SOFTWARE AND
SYSTEMS | NTEGRATI ON TO BE ACQUI RED BY THE COMM SSION AND TO PROVI DE
ANALYSI'S, ADVICE, DETERM NATIONS AND RECOMVENDATI ONS REGARDI NG THE
ESTABLI SHVENT OF MANDATCRY RULES TO BE ADOPTED BY THE COMM SSI ON;

TO ENTER | NTO CONTRACTS W TH CONTRACTI NG STATES SO THAT CONTRACT-
ING STATES CAN UTILIZE THE SERVICES OF AND FULLY PARTI Cl PATE I N THE
CLEARI NGHOUSE SUBJECT TO THE TERM5S AND CONDI TIONS SET FORTH I N SUCH
CONTRACTS;

(V) TO ADOPT AND USE A CORPCRATE SEAL; AND

(W TO PERFORM SUCH OTHER FUNCTI ONS AS MAY BE NECESSARY COR APPROPRI ATE
TO ACH EVE THE PURPCSES OF THI S COVPACT CONSI STENT W TH THE STATE REGU-
LATI ON OF THE BUSI NESS OF | NSURANCE.

S 2907. ORGANI ZATION OF THE COW SSION. (A) (1) EACH COWACTI NG STATE
SHALL HAVE AND BE LIM TED TO ONE MEMBER. EACH STATE SHALL DETERM NE THE
QUALI FI CATI ONS AND THE METHOD BY VWHICH | T SELECTS A MEMBER AND SET FORTH
THE SELECTI ON PROCESS | N THE ENABLI NG PROVI S| ON OF THE LEQ SLATI ON WHI CH
ENACTS TH S COWACT. | N THE ABSENCE OF SUCH A PROVI SI ON THE MEMBER SHALL
BE APPO NTED BY THE GOVERNOR OF SUCH COWPACTI NG STATE. ANY MEMBER MAY BE
REMOVED OR SUSPENDED FROM OFFI CE AS PROVI DED BY THE LAW OF THE STATE
FROM VWH CH HE OR SHE SHALL BE APPO NTED. ANY VACANCY OCCURRI NG I N THE
COMW SSI ON SHALL BE FI LLED I N ACCORDANCE W TH THE LAWS OF THE COMPACTI NG
STATE WHEREI N THE VACANCY EXI STS.

(2) EACH MEMBER SHALL BE ENTI TLED TO ONE VOTE AND SHALL OTHERW SE HAVE
AN OPPORTUNI TY TO PARTI Cl PATE IN THE GOVERNANCE OF THE COMM SSION | N
ACCORDANCE W TH THE BYLAWS.

(3) THE COW SSI ON SHALL, BY A MAJORITY VOTE OF THE MEMBERS, PRESCRI BE
BYLAWS TO GOVERN | TS CONDUCT AS MAY BE NECESSARY OR APPRCOPRI ATE TO CARRY
QUT THE PURPOSES AND EXERCI SE THE PONERS OF THE COVPACT | NCLUDI NG BUT
NOT LI M TED TGO

(A) ESTABLI SHI NG THE FI SCAL YEAR OF THE COWM SSI ON;

(B) PROVI DI NG REASONABLE PROCEDURES FOR HOLDING MEETINGS OF THE
COW SSI ON, THE EXECUTI VE COW TTEE, AND THE OPERATI ONS COWM TTEE;

(© PROVI DI NG REASONABLE STANDARDS AND PROCEDURES:

(1) FOR THE ESTABLI SHVENT AND MEETI NGS OF COW TTEES, AND

(1'l') GOVERNI NG ANY GENERAL OR SPECI FI C DELEGATI ON OF ANY AUTHORI TY OR
FUNCTI ON OF THE COW SSI ON;

(D) PROVI DI NG REASONABLE PROCEDURES FCOR CALLI NG AND CONDUCTI NG MEET-
I NGS OF THE COW SSI ON THAT CONSI ST OF A MAJORI TY OF COW SSI ON MEMBERS,
ENSURI NG REASONABLE ADVANCE NOTI CE OF EACH SUCH MEETI NG AND PROVI DI NG
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FOR THE RIGHT OF C TI ZENS TO ATTEND EACH SUCH MEETING W TH ENUMERATED
EXCEPTIONS DESIGNED TO PROTECT THE PUBLIC S | NTEREST, THE PRI VACY OF
I NDI VI DUALS AND | NSURERS' AND SURPLUS LINES LICENSEES  PROPRI ETARY
I NFORVATI ON, | NCLUDI NG TRADE SECRETS. THE COMM SSI ON MAY MEET | N CAMVERA
ONLY AFTER A MAJORITY OF THE ENTI RE MEMBERSHI P VOTES TO CLOSE A MEETI NG
IN TOTO OR |IN PART. AS SOON AS PRACTI CABLE, THE COWMM SSI ON MJUST MAKE
PUBLI C.

(1) A COPY OF THE VOTE TO CLOSE THE MEETI NG REVEALI NG THE VOTE OF EACH
MEMBER W TH NO PROXY VOTES ALLOWED, AND

(1) VOTES TAKEN DURI NG SUCH MEETI NG,

(E) ESTABLI SHING THE TITLES, DUTIES AND AUTHORITY AND REASONABLE
PROCEDURES FOR THE ELECTI ON OF THE OFFI CERS OF THE COW SSI ON;

(F) PROVID NG REASONABLE STANDARDS AND PROCEDURES FOR THE ESTABLI SH
MENT OF THE PERSONNEL PCLI Cl ES AND PROGRAMS OF THE COW SSI ON. NOTW TH-
STANDING ANY CVIL SERVICE OR OIHER SIM LAR LAWS OF ANY COWMPACTI NG
STATE, THE BYLAWS SHALL EXCLUSI VELY GOVERN THE PERSONNEL POLICIES AND
PROGRAMS OF THE COWM SSI ON;

(G PROMULGATI NG A CODE OF ETHI CS TO ADDRESS PERM SSI BLE AND PRCHI BI T-
ED ACTI VI TIES OF COMW SSI ON MEMBERS AND EMPLOYEES; AND

(H) PROVI DI NG A MECHANI SM FOR W NDI NG UP THE OPERATI ONS CF THE COW S-
SION AND THE EQUI TABLE DI SPOSI TI ON OF ANY EXCESS FUNDS THAT MAY EXI ST
AFTER THE TERM NATI ON OF THE COVMPACT AFTER THE PAYMENT AND/ OR RESERVI NG
OF ALL OF | TS DEBTS AND OBLI GATI ONS;

(4) THE COW SSION SHALL PUBLISH I TS BYLAWS | N A CONVENI ENT FORM AND
FILE A COPY THEREOF AND A COPY OF ANY AMENDMENT THERETO W TH THE APPRO
PRI ATE AGENCY OR OFFI CER | N EACH OF THE COWVPACTI NG STATES.

(B) (1) AN EXECUTIVE COW TTEE OF THE COWM SSI ON (" EXECUTI VE COWM T-
TEE") SHALL BE ESTABLI SHED. ALL ACTIONS OF THE EXECUTIVE COW TTEE,
I NCLUDI NG COVPLI ANCE AND ENFORCEMENT ARE SUBJECT TO THE REVI EW AND
RATI FI CATI ON OF THE COW SSI ON AS PROVI DED | N THE BYLAWS. THE EXECUTI VE
COMW TTEE SHALL HAVE NO MORE THAN FI FTEEN REPRESENTATI VES OR ONE FOR
EACH STATE | F THERE ARE LESS THAN FI FTEEN COVPACTI NG STATES, WHO SHALL
SERVE FOR A TERM AND BE ESTABLI| SHED | N ACCORDANCE W TH THE BYLAWS.

(2) THE EXECUTIVE COW TTEE SHALL HAVE SUCH AUTHORI TY AND DUTI ES AS
MAY BE SET FORTH I N THE BYLAWS, | NCLUDI NG BUT NOT LIM TED TO

(A) MANAG NG THE AFFAIRS OF THE COW SSION | N A MANNER CONSI STENT W TH
THE BYLAWS AND PURPOSES OF THE COWM SSI ON;

(B) ESTABLI SHI NG AND OVERSEEI NG AN ORGANI ZATI ONAL STRUCTURE W THI N AND
APPROPRI ATE PROCCEDURES FOR THE COW SSI ON TO PROVI DE FOR THE CREATI ON OF
RULES AND OPERATI NG PROCEDURES;

(©) OVERSEEI NG THE OFFI CES OF THE COWM SSI ON;  AND

(D) PLANNI NG, | MPLEMENTI NG AND COORDI NATI NG COMMUNI CATI ONS AND  ACTI V-
ITTES WTH OIHER STATE, FEDERAL AND LOCAL GOVERNMENT CORGANI ZATI ONS I N
ORDER TO ADVANCE THE GOALS OF THE COWM SSI ON.

(3) THE COW SSI ON SHALL ANNUALLY ELECT OFFI CERS FROM THE EXECUTI VE
COMW TTEE, WTH EACH HAVI NG SUCH AUTHORI TY AND DUTI ES AS MAY BE SPECI -
FIED | N THE BYLAWS.

(4) THE EXECUTI VE COW TTEE MAY, SUBJECT TO THE APPROVAL OF THE
COMWM SSI ON, APPO NT OR RETAIN AN EXECUTI VE DI RECTOR FOR SUCH PERI OD,
UPON SUCH TERMS AND CONDI TI ONS AND FOR SUCH COMPENSATI ON AS THE COW S-
SION  NMAY DEEM APPROPRI ATE. THE EXECUTI VE DI RECTOR SHALL SERVE AS SECRE-
TARY TO THE COWM SSI ON BUT SHALL NOT BE A MEMBER OF THE COWMM SSI ON.  THE
EXECUTI VE DI RECTOR SHALL HI RE AND SUPERVI SE SUCH OTHER PERSONS AS MAY BE
AUTHORI ZED BY THE COWM SSI ON.

(© (1) AN OPERATIONS COW TTEE SHALL BE ESTABLI SHED. ALL ACTI ONS OF
THE OPERATI ONS COW TTEE ARE SUBJECT TO THE REVI EW AND OVERSI GHT OF THE
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COM SSION  AND THE EXECUTI VE COW TTEE AND MJST BE APPROVED BY THE
COW SSI ON. THE EXECUTI VE COW TTEE W LL ACCEPT THE DETERM NATI ONS AND
RECOMMVENDATI ONS  OF THE OPERATI ONS COW TTEE UNLESS GOOD CAUSE |'S SHOMW
VWHY SUCH DETERM NATI ONS AND RECOMMENDATI ONS SHOULD NOT BE APPROVED. ANY
DI SPUTES AS TO WHETHER GOCD CAUSE EXI STS TO REJECT ANY DETERM NATI ON OR
RECOMMVENDATI ON OF THE OPERATIONS COW TTEE SHALL BE RESCOLVED BY THE
MAJORI TY VOTE OF THE COMM SSI ON. THE OPERATI ONS COW TTEE SHALL HAVE NO
MORE THAN FIFTEEN REPRESENTATIVES OR ONE FOR EACH STATE | F THERE ARE
LESS THAN FI FTEEN COWPACTI NG STATES, WHO SHALL SERVE FOR A TERM AND
SHALL BE ESTABLI SHED AS SET FORTH I N THE BYLAWS. THE OPERATI ONS COW T-
TEE SHALL HAVE RESPONSI BI LI TY FOR:

(A) EVALUATI NG TECHNOLOGY REQUI REMENTS FOR THE CLEARI NGHOUSE, ASSESS-
I NG EXI STI NG SYSTEMS USED BY STATE REGULATORY AGENCI ES AND STATE STAMP-
I NG OFFI CES TO MAXI M ZE THE EFFI CI ENCY AND SUCCESSFUL | NTEGRATI ON OF THE
CLEARI NGHOUSE TECHNOLOGY SYSTEMS W TH STATE AND STATE STAMPI NG OFFI CE
TECHNOLOGY PLATFORMS AND TO M NI M ZE COSTS TO THE STATES, STATE STAMPI NG
OFFI CES AND THE CLEARI NGHOUSE;

(B) MAKING RECOMVENDATIONS TO THE EXECUTI VE COW TTEE BASED ON | TS
ANALYSI S AND DETERM NATI ON OF THE CLEARI NGHOUSE TECHNOLOGY REQUI REMENTS
AND COVPATI BI LI TY W TH EXI STI NG STATE AND STATE STAMPI NG OFFI CE SYSTEMS;

(© EVALUATING THE MOST SU TABLE PROPOSALS FOR ADOPTI ON AS MANDATORY
RULES, ASSESSI NG SUCH PROPOSALS FOR EASE OF | NTEGRATI ON BY STATES AND
LI KELI HOOD OF SUCCESSFUL | MPLEMENTATI ON AND TO REPORT TO THE EXECUTI VE
COMWM TTEE | TS DETERM NATI ONS AND RECOMVENDATI ONS; AND

(D) SUCH OTHER DUTI ES AND RESPONSI BI LI TIES AS ARE DELEGATED TO IT BY
THE BYLAWS, THE EXECUTI VE COW TTEE OR THE COWM SSI ON.

(2) ALL REPRESENTATI VES OF THE OPERATI ONS COWM TTEE SHALL BE | NDI VI D-
UALS WHO HAVE EXTENSI VE EXPERI ENCE AND/ OR EMPLOYMENT |IN THE SURPLUS
LI NES | NSURANCE BUSI NESS, | NCLUDI NG, BUT NOT LI M TED TO, EXECUTI VES AND
ATTORNEYS EMPLOYED BY SURPLUS LI NES | NSURERS, SURPLUS LINES LI CENSEES,
LAW FIRMS, STATE | NSURANCE DEPARTMENTS AND/ OR STATE STAMPI NG OFFI CES.
OPERATI ONS COWM TTEE REPRESENTATIVES FROM COWPACTI NG STATES  WH CH
UTI LI ZE THE SERVICES OF A STATE STAMPI NG OFFI CE MUST APPO NT THE CHI EF
OPERATI NG OFFI CER OR A SENI OR MANAGER OF THE STATE STAMPING OFFICE TO
THE OPERATI ONS COW TTEE.

(D) (1) A LEG SLATIVE COW TTEE COWPRI SED OF STATE LEG SLATORS OR
THEI R DESI GNEES SHALL BE ESTABLI SHED TO MONI TOR THE OPERATIONS OF AND
MAKE RECOMVENDATI ONS TO THE COW SSI ON, | NCLUDI NG THE EXECUTI VE COW T-
TEE; PROVI DED THAT THE MANNER OF SELECTI ON AND TERM OF ANY LEGQ SLATI VE
COMW TTEE MEMBER SHALL BE AS SET FORTH IN THE BYLAWS. PRIOR TO THE
ADOPTI ON BY THE COW SSI ON OF ANY UNI FORM STANDARD, REVISION TO THE
BYLAWS, ANNUAL BUDGET OR OTHER SI GNI FI CANT MATTER AS MAY BE PROVI DED I N
THE BYLAWS, THE EXECUTI VE COW TTEE SHALL CONSULT W TH AND REPORT TO THE
LEG SLATI VE COW TTEE.

(2) THE COW SSI ON MAY ESTABLI SH ADDI TI ONAL ADVI SORY COMM TTEES AS I TS
BYLAWS MAY PROVI DE FOR THE CARRYI NG OQUT OF | TS FUNCTI ONS.

(E) THE COWM SSI ON SHALL MAI NTAIN I TS CORPORATE BOOKS AND RECCRDS |IN
ACCORDANCE W TH THE BYLAWS.

(F) (1) THE MEMBERS, OFFICERS, EXECUTIVE DI RECTOR, EMPLOYEES AND
REPRESENTATI VES OF THE COW SSI ON, THE EXECUTI VE COW TTEE AND ANY OTHER
COMW TTEE OF THE COW SSI ON SHALL BE IMMUNE FROM SUT AND LI ABILITY,
El THER PERSONALLY OR IN THEIR OFFIC AL CAPACITY, FOR ANY CLAIM FOR
DAVMAGE TO OR LOSS OF PROPERTY OR PERSONAL | NJURY OR OTHER CIVIL LI ABIL-
ITY CAUSED BY OR ARISING OUT OF ANY ACTUAL OR ALLEGED ACT, ERROR OR
OM SSI ON THAT OCCURRED, OR THAT THE PERSON AGAINST WHOM THE CLAIM IS
MADE HAD A REASONABLE BASI S FOR BELI EVI NG OCCURRED, W THI N THE SCOPE OF
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COW SSI ON EMPLOYMENT, DUTI ES OR RESPONSI Bl LI TI ES; PROVI DED THAT NOTHI NG
IN TH S PARAGRAPH SHALL BE CONSTRUED TO PROTECT ANY SUCH PERSON FROM
SUT ANDOR LIABILITY FOR ANY DAMAGE, LGSS, I NJURY OR LI ABILITY CAUSED
BY THE | NTENTI ONAL OR W LLFUL OR WANTON M SCONDUCT OF THAT PERSON.

(2) THE COW SSI ON SHALL DEFEND ANY MEMBER, OFFI CER, EXECUTI VE DI REC-
TOR, EMPLOYEE OR REPRESENTATI VE OF THE COWM SS| ON, THE EXECUTI VE COW T-
TEE OR ANY OTHER COWM TTEE OF THE COMM SSI ON I N ANY Cl VI L ACTI ON SEEKI NG
TO | MPCSE LI ABILITY ARI SI NG QUT OF ANY ACTUAL OR ALLEGED ACT, ERROR OR
OM SSI ON THAT OCCURRED W THI N THE SCOPE OF COW SSI ON EMPLOYMENT, DUTI ES
OR RESPONSIBILITIES OR THAT THE PERSON AGAI NST WHOM THE CLAIM | S MADE
HAD A REASONABLE BASIS FOR BELIEVING OCCURRED WTHI N THE SCOPE OF
COW SSI ON EMPLOYMENT, DUTI ES OR RESPONSI Bl LI TI ES; PROVI DED THAT NOTHI NG
HEREI N SHALL BE CONSTRUED TO PROH BI T THAT PERSON FROM RETAI NI NG HI S OR
HER OAN COUNSEL; AND PROVI DED FURTHER, THAT THE ACTUAL OR ALLEGED ACT,
ERROR OR OM SSI ON DI D NOT' RESULT FROM THAT PERSON S | NTENTI ONAL OR W LL-
FUL OR WANTON M SCONDUCT.

(3) THE COW SSI ON SHALL | NDEWMNI FY AND HOLD HARMLESS ANY MEMBER, OFFI -
CER, EXECUTIVE DI RECTOR, EMPLOYEE OR REPRESENTATI VE OF THE COW SSI ON,
EXECUTI VE COMW TTEE OR ANY OTHER COW TTEE OF THE COMM SSION FOR THE
AMOUNT  OF ANY SETTLEMENT OR JUDGVENT OBTAI NED AGAI NST THAT PERSON ARl S-
I NG QUT OF ANY ACTUAL OR ALLEGED ACT, ERROR OR OM SSI ON THAT OCCURRED
WTH N THE SCOPE OF COW SSI ON EMPLOYMENT, DUTI ES OR RESPONSI Bl LI TI ES OR
THAT SUCH PERSON HAD A REASONABLE BASI S FOR BELI EVI NG OCCURRED W THI N
THE SCOPE OF COW SSI ON EMPLOYMENT, DUTI ES OR RESPONSI BI LI TI ES, PROVI DED
THAT THE ACTUAL OR ALLEGED ACT, ERROR OR OM SSION DID NOI' RESULT FROM
THE | NTENTI ONAL OR W LLFUL OR WANTON M SCONDUCT OF THAT PERSON.

S 2908. MEETINGS AND ACTS OF THE COW SSION. (A) THE COWM SSI ON SHALL
VEET AND TAKE SUCH ACTI ONS AS ARE CONS|I STENT W TH THE PROVI SI ONS OF THI S
COVPACT AND THE BYLAWS.

(B) EACH MEMBER OF THE COWM SSI ON SHALL HAVE THE RIGHT AND PONER TO
CAST A VOTE TO WH CH THAT COWMPACTI NG STATE |'S ENTI TLED AND TO PARTI G-
| PATE I N THE BUSI NESS AND AFFAI RS OF THE COWMM SSI ON. A MEMBER SHALL VOTE
I N PERSON OR BY SUCH OTHER MEANS AS PROVI DED | N THE BYLAWS. THE BYLAWS
MAY PROVI DE FOR MEMBERS' PARTI Cl PATI ON I N MEETI NGS BY TELEPHONE OR OTHER
MEANS OF COVMUNI CATI ON.

(© THE COW SSI ON SHALL MEET AT LEAST ONCE DURI NG EACH CALENDAR YEAR
ADDI TI ONAL MEETI NGS SHALL BE HELD AS SET FORTH | N THE BYLAWS.

(D) PUBLIC NOTICE SHALL BE G VEN OF ALL MEETI NGS AND ALL MEETI NGS
SHALL BE OPEN TO THE PUBLI C, EXCEPT AS SET FORTH IN THE RULES OR OTHER-
W SE PROVI DED | N THE COMPACT.

(E) THE COW SSION SHALL PROVMULGATE RULES CONCERNI NG | TS MEETI NGS
CONSI STENT WTH THE PRI NCI PLES CONTAINED IN THE GOVERNMENT [N THE
SUNSHI NE ACT, 5 U . S. C. S 552B, AS MAY BE AMENDED.

(F) THE COVM SSION AND | TS COW TTEES MAY CLOSE A MEETI NG, OR PORTI ON
THEREOF, VWHERE | T DETERM NES BY MAJORI TY VOTE THAT AN OPEN MEETI NG WOULD
BE LI KELY TO

(1) RELATE SOLELY TO THE COVWM SSI ON' S | NTERNAL PERSONNEL PRACTI CES AND
PROCEDURES;

(2) DI SCLOSE MATTERS SPECI FI CALLY EXEMPTED FROM DI SCLOSURE BY FEDERAL
AND STATE STATUTE;

(3) DISCLOSE TRADE SECRETS OR COWERCI AL OR FI NANCI AL | NFORMATI ON
VWH CH I'S PRI VI LEGED OR CONFI DENTI AL;

(4) I NVOLVE ACCUSI NG A PERSON OF A CRIME, OR FORVALLY CENSURING A
PERSON;

(5) DISCLOSE | NFORMATI ON OF A PERSONAL NATURE WHERE DI SCLOSURE WOULD
CONSTI TUTE A CLEARLY UNWARRANTED | NVASI ON OF PERSONAL PRI VACY;
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(6) DISCLOSE | NVESTIGATIVE RECORDS COWPILED FOR LAW ENFORCEMENT
PURPCSES; OR

(7) SPECIFI CALLY RELATE TO THE COWM SSI ON' S | SSUANCE OF A SUBPCENA OR
I TS PARTI CI PATION IN A CIVIL ACTI ON OR OTHER LEGAL PROCEEDI NG

(G FOR A MEETING OR PORTION OF A MEETING CLOSED PURSUANT TO
SUBSECTION (F) OF THIS SECTION, THE COWM SSI ON' S LEGAL COUNSEL OR DESI G
NEE SHALL CERTIFY THAT THE MEETI NG MAY BE CLOSED AND SHALL REFERENCE
EACH RELEVANT EXEMPTI VE PROVI SI ON. THE COW SSI ON SHALL KEEP M NUTES
VWH CH SHALL FULLY AND CLEARLY DESCRI BE ALL MATTERS DI SCUSSED | N A MEET-
I NG AND SHALL PROVI DE A FULL AND ACCURATE SUMVARY OF ACTI ONS TAKEN AND
THE REASONS THEREFORE, | NCLUDI NG A DESCRI PTI ON OF THE VI EWs EXPRESSED
AND THE RECORD OF A ROLL CALL VOIE. ALL DOCUMENTS CONSI DERED IN
CONNECTION WTH AN ACTION SHALL BE |DENTIFIED IN SUCH M NUTES. ALL
M NUTES AND DOCUMENTS OF A CLOSED MEETING SHALL REMAIN UNDER SEAL,
SUBJECT TO RELEASE BY A MAJORITY VOTE OF THE COWM SSI ON.

S 2909. RULEMAKING FUNCTIONS OF THE COMM SSION. (A) THE COW SSI ON
SHALL PROMULGATE REASONABLE RULES |N CRDER TO EFFECTI VELY AND EFFI Cl ENT-
LY ACH EVE THE PURPCSES OF TH S COVPACT. NOTW THSTANDI NG THE FOREGO NG
IN THE EVENT THE COWM SSION EXERCI SES | TS RULEMAKI NG AUTHORI TY IN A
MANNER THAT |'S BEYOND THE SCOPE OF THE PURPCSES OF TH' S ARTICLE OR THE
PONERS GRANTED HEREUNDER, THEN SUCH AN ACTI ON BY THE COWM SSI ON SHALL BE
I NVALI D AND HAVE NO FORCE OR EFFECT.

(B) RULES SHALL BE MADE PURSUANT TO A RULEMAKI NG PROCESS THAT SUBSTAN-
TI ALLY CONFORMS TO THE MODEL STATE ADM NI STRATI VE PROCEDURE ACT OF 1981,
FOUND IN VOLUVE FIFTEEN OF THE UNI FORM LAWS ANNOTATED, AS AMENDED, AS
MAY BE APPROPRI ATE TO THE OPERATI ONS OF THE COWM SSI ON.

(© ALL RULES AND AVENDMVENTS THERETO SHALL BECOMVE EFFECTI VE AS OF THE
DATE SPECI FI ED I N EACH RULE, OPERATI NG PROCEDURE OR AMENDMENT.

(D) NOT LATER THAN THI RTY DAYS AFTER A RULE |I'S PROMJULGATED, ANY PERSON
MAY FILE A PETITION FOR JUDI Cl AL REVI EW OF THE RULE; PROVI DED THAT THE
FI LI NG OF SUCH A PETI TI ON SHALL NOT STAY OR OTHERW SE PREVENT THE RULE
FROM BECOM NG EFFECTI VE UNLESS THE COURT FI NDS THAT THE PETI TI ONER HAS A
SUBSTANTI AL LI KELI HOOD OF SUCCESS. THE COURT SHALL G VE DEFERENCE TO THE
ACTIONS OF THE COWM SSI ON CONSI STENT W TH APPLI CABLE LAW AND SHALL NOT
FIND THE RULE TO BE UNLAWFUL | F THE RULE REPRESENTS A REASONABLE EXER-
CISE O THE COW SSI ON' S AUTHORI TY.

S 2910. COWM SSI ON RECORDS AND ENFCORCEMENT. (A) THE COWM SSI ON SHALL
PROMULGATE RULES ESTABLI SHING CONDI TI ONS AND PROCEDURES FOR PUBLIC
I NSPECTI ON AND COPYI NG OF I TS | NFORVATI ON AND OFFI CI AL RECORDS, EXCEPT
SUCH | NFORVATI ON AND RECORDS | NVOLVING THE PRIVACY OF | ND VI DUALS,
I NSURERS, | NSUREDS OR SURPLUS LI NES LI CENSEE TRADE SECRETS. STATE TRANS-
ACT! ON DOCUMENTATI ON AND CLEARI NGHOUSE TRANSACTI ON DATA COLLECTED BY THE
CLEARI NGHOUSE SHALL BE USED FOR ONLY THOSE PURPOSES EXPRESSED IN OR
REASONABLY | MPLI ED UNDER THE PROVI SIONS OF THI S COWACT AND THE COW S-
SION SHALL AFFORD THI S DATA THE BROADEST PROTECTI ONS AS PERM TTED BY ANY
APPLI CABLE LAW FOR PROPRI ETARY | NFORVATI ON, TRADE SECRETS OR PERSONAL
DATA. THE COW SSI ON MAY PROMULGATE ADDI TI ONAL RULES UNDER WHICH I T NAY
MAKE AVAI LABLE TO FEDERAL AND STATE AGENCI ES, | NCLUDI NG LAW ENFORCEMENT
AGENCI ES, RECORDS AND | NFORVATI ON OTHERW SE EXEMPT FROM DI SCLOSURE AND
MAY ENTER | NTO AGREEMENTS W TH SUCH AGENCI ES TO RECElI VE OR EXCHANGE
I NFORVATI ON OR RECORDS SUBJECT TO NONDI SCLOSURE AND CONFI DENTI ALI TY
PROVI SI ONS.

(B) EXCEPT AS TO PRI VI LEGED RECORDS, DATA AND | NFORVATI ON, THE LAWS OF
ANY COVPACTI NG STATE PERTAINING TO CONFI DENTI ALI TY OR NONDI SCLOSURE
SHALL NOT RELI EVE ANY COMPACTI NG STATE MEMBER OF THE DUTY TO D SCLOSE
ANY RELEVANT RECORDS, DATA OR | NFORVATI ON TO THE COWM SSI ON; PROVI DED
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THAT DI SCLOSURE TO THE COWMM SSI ON SHALL NOT BE DEEMED TO WAl VE OR OTHER-
W SE AFFECT ANY CONFI DENTI ALI TY REQUI REMENT AND FURTHER PROVI DED THAT,
EXCEPT AS OTHERW SE EXPRESSLY PROVI DED IN TH S ARTI CLE, THE COWM SS| ON
SHALL NOT' BE SUBJECT TO THE COVPACTI NG STATE' S LAWS PERTAI NI NG TO CONFI -
DENTI ALI TY AND NONDI SCLOSURE W TH RESPECT TO RECORDS, DATA AND | NFORVA-
TION IN I TS POSSESSI ON. CONFI DENTI AL | NFORVATION OF THE COW SSI ON
SHALL REMAIN CONFI DENTI AL  AFTER SUCH | NFORVATI ON | S PROVI DED TO ANY
MEMBER, AND THE COWM SSI ON SHALL MAI NTAIN THE CONFI DENTI ALITY OF ANY
| NFORVATION PROVIDED BY A MEMBER THAT [|S CONFIDENTI AL UNDER THAT
MEMBER S STATE LAW

(© THE COWM SSI ON SHALL MONI TOR COVPACTI NG STATES FOR COVPLI ANCE W TH
DULY ADOPTED BYLAWS AND RULES. THE COWM SSI ON SHALL NOTI FY ANY NON- COM
PLYI NG COMPACTI NG STATE I N WRI TI NG OF | TS NONCOWVPLI ANCE W TH COW SS| ON
BYLAWS OR RULES. | F A NON- COWPLYI NG COVMPACTI NG STATE FAILS TO REMEDY
I TS NONCOWPLI ANCE W THI N THE TI ME SPECI FI ED | N THE NOTI CE OF NONCOWPLI -
ANCE, THE COMPACTI NG STATE SHALL BE DEEMED TO BE | N DEFAULT AS SET FORTH
I N SECTI ON TWO THOUSAND NI NE HUNDRED FI FTEEN OF THI S ARTI CLE.

S 2911. DI SPUTE RESOLUTI ON. (A) BEFORE A MEMBER MAY BRI NG AN ACTION I N
A COURT OF COVPETENT JURI SDI CTI ON FOR VI OLATI ON OF ANY PROVI SI ON, STAND-
ARD OR REQUI REMENT OF THE COVPACT, THE COWM SSI ON  SHALL ATTEMPT, UPON
THE REQUEST OF A MEMBER, TO RESOLVE ANY DI SPUTES OR OTHER | SSUES THAT
ARE SUBJECT TO THI S COVWPACT AND VWHI CH MAY ARISE BETWEEN TWO OR MORE
COVPACTI NG STATES, CONTRACTI NG STATES OR NON- COVPACTI NG STATES AND THE
COW SSI ON SHALL PROMULGATE A RULE PROVI DI NG ALTERNATI VE DI SPUTE RESQOL-
UTI ON PROCEDURES FOR SUCH DI SPUTES.

(B) THE COWM SSI ON SHALL ALSO PROVI DE ALTERNATI VE DI SPUTE RESOLUTI ON
PROCEDURES TO RESOLVE ANY DI SPUTES BETWEEN | NSUREDS OR SURPLUS LI NES
LI CENSEES CONCERNI NG A TAX CALCULATI ON OR ALLOCATI ON OR RELATED | SSUES
VWH CH ARE THE SUBJECT OF TH S COMPACT.

(© ANY ALTERNATI VE DI SPUTE RESOLUTI ON PROCEDURES SHALL BE UTI LI ZED I N
Cl RCUMSTANCES WHERE A DI SPUTE ARI SES AS TO WHI CH STATE CONSTI TUTES THE
HOVE STATE.

S 2912. REVIEW OF COW SSI ON DECI SI ONS. REGARDI NG COW SS| ON DECI -
SI ONS:

(A) EXCEPT AS NECESSARY FOR PROMULGATI NG RULES TO FULFI LL THE PURPOSES
OF TH S COWACT, THE COW SSI ON SHALL NOT HAVE AUTHORI TY TO OTHERW SE
REGULATE | NSURANCE | N THE COWMPACTI NG STATES.

(B) NOT LATER THAN THI RTY DAYS AFTER THE COWM SSI ON HAS G VEN NOTI CE
OF ANY RULE OR ALLOCATI ON FORMULA, ANY TH RD PARTY FILER OR COVPACTI NG
STATE NMAY APPEAL THE DETERM NATI ON TO A REVI EW PANEL APPO NTED BY THE
COMWM SSI ON. THE COWM SSI ON SHALL PROVULGATE RULES TO ESTABLI SH PROCE-
DURES FOR APPO NTI NG SUCH REVI EW PANELS AND PROVI DE FOR NOTI CE AND HEAR-
ING AN ALLEGATION THAT THE GCOW SSION, | N MAKI NG COVPLI ANCE OR TAX
DETERM NATI ONS ACTED ARBI TRARI LY, CAPRICIOUSLY OR IN A MANNER THAT | S AN
ABUSE OF DI SCRETI ON OR OTHERW SE NOT IN ACCORDANCE WTH THE LAW IS
SUBJECT TO JUDI Cl AL REVI EW I N ACCORDANCE W TH SUBSECTI ON (F) OF SECTI ON
TWO THOUSAND NI NE HUNDRED FOUR OF THI S ARTI CLE.

(© THE COW SSI ON SHALL HAVE AUTHORI TY TO MONI TOR, REVI EW AND RECON-
SIDER COWMM SSI ON  DECI SIONS  UPON A FI NDI NG THAT THE DETERM NATI ONS OR
ALLCCATI ONS DO NOT MEET THE RELEVANT RULE. WHERE APPROPRIATE, THE
COMWM SSI ON VAY W THDRAW OR MODI FY | TS DETERM NATI ON OR ALLOCATI ON AFTER
PROPER NOTI CE AND HEARI NG, SUBJECT TO THE APPEAL PROCESS SET FORTH |IN
SUBSECTI ON (B) OF THI S SECTI ON.

S 2913. FINANCE. (A) THE COWM SSION SHALL PAY OR PROVI DE FOR THE
PAYMENT OF THE REASONABLE EXPENSES OF | TS ESTABLI SHVENT AND ORGANI ZA-
TION. TO FUND THE COST OF ITS | NITI AL OPERATI ONS THE COMM SSI ON MAY
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ACCEPT CONTRI BUTI ONS, GRANTS AND OTHER FORM5 OF FUNDI NG FROM THE STATE
STAVPI NG OFFI CES, COMPACTI NG STATES AND OTHER SOURCES.

(B) THE COW SSI ON SHALL COLLECT A FEE PAYABLE BY THE | NSURED DI RECTLY
OR THROUGH A SURPLUS LINES LICENSEE ON EACH TRANSACTI ON PROCESSED
THROUGH THE COWMPACT CLEARI NGHOUSE TO COVER THE COST OF THE OPERATI ONS
AND ACTIVITIES OF THE COMWM SSI ON AND | TS STAFF IN A TOTAL AMOUNT SUFFI -
Cl ENT TO COVER THE COW SSI ON' S ANNUAL BUDGET.

(© THE COW SSI ON S BUDGET FOR A FI SCAL YEAR SHALL NOT BE APPROVED
UNTIL |T HAS BEEN SUBJECT TO NOTI CE AND COMVENT AS SET FORTH I N SECTI ON
TWO THOUSAND NI NE HUNDRED NI NE OF THI S ARTI CLE.

(D) THE COW SSI ON SHALL BE REGARDED AS PERFORM NG ESSENTI AL GOVERN-
MENTAL FUNCTI ONS | N EXERCI SI NG SUCH PONERS AND FUNCTI ONS AND | N CARRYI NG
QUT THE PROVISIONS OF TH S COVWPACT AND OF ANY LAW RELATI NG THERETO AND
SHALL NOT' BE REQUI RED TO PAY ANY TAXES OR ASSESSMENTS OF ANY CHARACTER
LEVIED BY ANY STATE OR POLITICAL SUBDI VI SI ON THEREOF UPON ANY OF THE
PROPERTY USED BY I T FOR SUCH PURPOSES OR ANY | NCOVE OR REVENUE THERE-
FROM | NCLUDI NG ANY PROFI T FROM A SALE OR EXCHANGE.

(E) THE COW SSION SHALL KEEP COVPLETE AND ACCURATE ACCOUNTS OF ALL
| TS I NTERNAL RECEI PTS, | NCLUDI NG GRANTS AND DONATI ONS AND DI SBURSEMENTS
FOR ALL FUNDS UNDER | TS CONTROL. THE | NTERNAL FI NANCI AL ACCOUNTS OF THE
COM SSI ON SHALL BE SUBJECT TO THE ACCOUNTI NG PROCEDURES ESTABLI SHED
UNDER | TS BYLAWS. THE FINANCI AL ACCOUNTS AND REPORTS | NCLUDING THE
SYSTEM OF | NTERNAL CONTROLS AND PROCEDURES OF THE COWMM SSI ON SHALL BE
AUDI TED ANNUALLY BY AN | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANT. UPON THE
DETERM NATI ON OF THE COMM SSI ON, BUT NOTI' LESS FREQUENTLY THAN EVERY
THREE YEARS, THE REVIEW OF THE | NDEPENDENT AUDI TOR SHALL | NCLUDE A
MANAGEMENT AND PERFORMANCE AUDI T OF THE COW SSI ON. THE COW SSI ON SHALL
MAKE AN ANNUAL REPORT TO THE GOVERNOR AND LEG SLATURE OF THE COVPACTI NG
STATES, WHI CH SHALL |INCLUDE A REPORT OF THE | NDEPENDENT AUDI T. THE
COMM SSI ON'S | NTERNAL ACCOUNTS SHALL NOT BE CONFI DENTI AL AND SUCH MATE-
RIALS MAY BE SHARED W TH THE COMM SSI ONER, THE CONTROLLER OR THE STAMP-
I NG OFFI CE OF ANY COVPACTI NG STATE UPON REQUEST; PROVI DED, HOWNEVER, THAT
ANY WORK PAPERS RELATED TO ANY | NTERNAL OR | NDEPENDENT AUDIT AND ANY
| NFORVATI ON  REGARDI NG THE PRIVACY OF | ND VIDUALS AND LI CENSEES' AND
I NSURERS' PRCOPRI ETARY | NFORVATI ON, | NCLUDI NG TRADE SECRETS, SHALL RENAIN
CONFI DENTI AL.

(F) NO COWPACTI NG STATE SHALL HAVE ANY CLAIM TO OR OMERSH P OF ANY
PROPERTY HELD BY OR VESTED IN THE COWM SSI ON OR TO ANY COW SSI ON FUNDS
HELD PURSUANT TO THE PROVI SI ONS OF TH S COVPACT.

(G THE COW SSI ON SHALL NOT MAKE ANY POLITICAL CONTRIBUTIONS TO
CANDI DATES FOR ELECTED OFFI CE, ELECTED OFFI Cl ALS, POLI TI CAL PARTI ES OR
PCLI TI CAL ACTI ON COWMM TTEES. THE COWM SSI ON SHALL NOT ENGAGE | N LOBBYI NG
EXCEPT W TH RESPECT TO CHANGES TO TH S COMPACT.

S 2914. COWPACTI NG STATES, EFFECTI VE DATE AND AVENDMENT. (A) ANY STATE
I'S ELI G BLE TO BECOVE A COVPACTI NG STATE.

(B) THE COVPACT SHALL BECOVE EFFECTI VE AND BINDING UPON LEG SLATI VE
ENACTMENT OF THE COVPACT | NTO LAW BY TWO COVPACTI NG STATES; PROVI DED,
THE COW SSI ON SHALL BECOVE EFFECTI VE FOR PURPOSES OF ADOPTI NG RULES AND
CREATI NG THE CLEARI NGHOUSE WHEN THERE ARE A TOTAL OF TEN COWPACTI NG
STATES AND CONTRACTI NG STATES OR, ALTERNATI VELY, WHEN THERE ARE COWMPACT-
I NG STATES AND CONTRACTI NG STATES REPRESENTI NG GREATER THAN FORTY
PERCENT OF THE SURPLUS LI NES | NSURANCE PREM UM VOLUME BASED ON RECORDS
OF THE PERCENTAGE OF SURPLUS LI NES | NSURANCE PREM UM SET FORTH | N APPEN-
DX A OF SECTION TWO THOUSAND NI NE HUNDRED SEVENTEEN OF THI S ARTI CLE.
THEREAFTER, I T SHALL BECOVE EFFECTIVE AND BINDING AS TO ANY OTHER
COWPACTI NG STATE UPON ENACTMENT OF THE COWVPACT | NTO LAW BY THAT STATE.
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NOTW THSTANDI NG THE FOREGO NG, THE CLEARI NGHOUSE OPERATI ONS AND THE DUTY
TO REPORT CLEARI NGHOUSE TRANSACTI ON DATA SHALL BEG N ON THE FIRST OF
JANUARY OR THE FI RST OF JULY NEXT FOLLOW NG THE FI RST ANNI VERSARY OF THE
COMWM SSION' S  EFFECTI VE DATE. FOR STATES WH CH JO N THE COVPACT SUBSE-
QUENT TO THE EFFECTI VE DATE, A START DATE FOR REPORTI NG CLEARI NGHOUSE
TRANSACTI ON DATA SHALL BE SET BY THE COWM SS|I ON PROVI DED SURPLUS LI NES
LI CENSEES AND ALL OTHER | NTERESTED PARTI ES RECEI VE NOT' LESS THAN NI NETY
DAYS ADVANCE NOTI CE.

(© AMENDMENTS TO THE COVPACT MAY BE PROPOSED BY THE COWM SSI ON FOR
ENACTMENT BY THE COMPACTI NG STATES. NO AMENDVENT SHALL BECOVE EFFECTI VE
AND BINDING UPON THE COW SSI ON AND THE COWVPACTI NG STATES UNLESS AND
UNTI L ALL COVPACTI NG STATES ENACT THE AMENDMENT | NTO LAW

S 2915. W THDRAWAL, DEFAULT AND TERM NATION. (A) (1) ONCE EFFECTI VE,
THE COMPACT SHALL CONTINUE | N FORCE AND REVAI N Bl NDI NG UPON EACH AND
EVERY COWMPACTI NG STATE, PROVI DED THAT A COWPACTI NG STATE NMNAY W THDRAW
FROM THE COWPACT ("W THDRAW NG STATE") BY ENACTI NG A STATUTE SPECI F-
| CALLY REPEALI NG THE STATUTE WH CH ENACTED THE COVPACT | NTO LAW

(2) THE EFFECTI VE DATE OF WTHDRAWAL | S THE EFFECTIVE DATE OF THE
REPEALI NG STATUTE. HONEVER, THE W THDRAWAL SHALL NOT APPLY TO ANY TAX
OR COVPLI ANCE DETERM NATI ONS APPROVED ON THE DATE THE REPEALI NG STATUTE
BECOVES EFFECTI VE, EXCEPT BY MJTUAL AGREEMENT OF THE COWMM SSI ON AND THE
W THDRAW NG STATE UNLESS THE APPROVAL | S RESCI NDED BY THE COMM SSI ON.

(3) THE MEMBER OF THE W THDRAW NG STATE SHALL | MVEDI ATELY NOTI FY THE
EXECUTIVE COW TTEE OF THE COWM SSI ON | N VWRI TI NG UPON THE | NTRODUCTI ON
OF LEGQ SLATI ON REPEALI NG THI S COWACT I N THE W THDRAW NG STATE.

(4) THE COW SSI ON SHALL NOTIFY THE OTHER COWPACTI NG STATES OF THE
| NTRODUCTION OF SUCH LEGQ SLATION W TH N TEN DAYS AFTER | TS RECElI PT OF
NOTI CE THERECF.

(5) THE W THDRAW NG STATE | S RESPONSI BLE FOR ALL OBLI GATI ONS, DUTI ES
AND LIABILITIES |INCURRED THROUGH THE EFFECTIVE DATE OF W THDRAWAL,
| NCLUDI NG ANY OBLI GATI ONS, THE PERFORVMANCE OF WHICH EXTEND BEYOND THE
EFFECTI VE DATE OF W THDRAWAL. TO THE EXTENT THOSE OBLI GATI ONS MAY HAVE
BEEN RELEASED OR RELI NQUI SHED BY MUTUAL AGREEMENT OF THE COWM SSI ON  AND
THE W THDRAW NG STATE, THE COW SSION' S DETERM NATI ONS PRI OR TO THE
EFFECTI VE DATE OF W THDRAWAL SHALL CONTI NUE TO BE EFFECTI VE AND BE G VEN
FULL FORCE AND EFFECT IN THE W THDRAW NG STATE, UNLESS FORVALLY RESCI ND-
ED BY THE COMM SSI ON.

(6) REINSTATEMENT FOLLOW NG W THDRAWAL OF ANY COWPACTI NG STATE SHALL
OCCUR UPON THE EFFECTIVE DATE OF THE W THDRAW NG STATE REENACTI NG THE
COMPACT.

(B) (1) I'F THE COVMM SSI ON DETERM NES THAT ANY COWPACTI NG STATE HAS AT
ANY Tl ME DEFAULTED (" DEFAULTI NG STATE") I N THE PERFORMANCE OF ANY OF I TS
OBLI GATI ONS OR RESPONSI Bl LI TI ES UNDER THI S COVPACT, THE BYLAWS OR DULY
PROMULGATED RULES, THEN AFTER NOTI CE AND HEARING AS SET FORTH IN THE
BYLAWS, ALL RIGHTS, PRI VILEGES AND BENEFI TS CONFERRED BY THI S COVPACT ON
THE DEFAULTI NG STATE SHALL BE SUSPENDED FROM THE EFFECTI VE DATE OF
DEFAULT AS FI XED BY THE COWM SSI ON. THE GROUNDS FOR DEFAULT | NCLUDE, BUT
ARE NOT LIMTED TO FAILURE OF A COVPACTI NG STATE TO PERFORM | TS OBLI -
GATI ONS OR RESPONSI Bl LI TI ES AND ANY OTHER GROUNDS DESI GNATED I N COW S-
SION RULES. THE COWM SSI ON SHALL | MVEDI ATELY NOTI FY THE DEFAULTI NG STATE
IN VRI TI NG OF THE DEFAULTI NG STATE' S SUSPENSI ON PENDI NG A CURE OF THE
DEFAULT. THE COWM SSION SHALL STI PULATE THE CONDI TIONS AND THE TI ME
PERI OD W TH N VWH CH THE DEFAULTI NG STATE MJST CURE | TS DEFAULT. | F THE
DEFAULTI NG STATE FAI LS TO CURE THE DEFAULT WTH N THE TI ME PERI GD SPECI -
FIED BY THE COW SSION, THE DEFAULTI NG STATE SHALL BE TERM NATED FROM
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THE COVPACT AND ALL RIGHTS, PRIVILEGES AND BENEFI TS CONFERRED BY TH'S
COVPACT SHALL BE TERM NATED FROM THE EFFECTI VE DATE OF TERM NATI ON.

(2) DECISIONS OF THE COW SSI ON THAT ARE | SSUED ON THE EFFECTI VE DATE
OF TERM NATI ON SHALL REMAIN I N FORCE | N THE DEFAULTI NG STATE | N THE SAME
MANNER AS | F THE DEFAULTI NG STATE HAD W THDRAWN VOLUNTARI LY PURSUANT TO
SUBSECTI ON (A) OF THI S SECTI ON.

(3) REINSTATEMENT FCOLLOAN NG TERM NATION OF ANY COWPACTING STATE
REQUI RES A REENACTMENT OF THE COMPACT.

(© (1) THE COVMPACT DI SSOLVES EFFECTIVE UPON THE DATE OF THE WTH
DRAVWAL OR DEFAULT OF THE COMPACTI NG STATE WH CH REDUCES MEMBERSHI P I N
THE COVPACT TO ONE COVPACTI NG STATE.

(2) UPON THE DI SSOLUTI ON OF THI' S COVPACT, THE COVPACT BECOVES NULL AND
VO D AND SHALL HAVE NO FURTHER FORCE OR EFFECT AND THE BUSI NESS AND
AFFAIRS OF THE COW SSI ON SHALL BE WOUND UP AND ANY EXCESS FUNDS SHALL
BE DI STRI BUTED I N ACCORDANCE W TH THE RULES AND BYLAWS.

S 2916. SEVERABI LI TY AND CONSTRUCTION. (A) THE PROVISIONS OF THI'S
COWACT SHALL BE SEVERABLE AND |IF ANY PHRASE, CLAUSE, SENTENCE OR
PROVI SION | S DEEMED UNENFORCEABLE, THE REMAINING PROVISIONS OF THE
COMPACT SHALL BE ENFORCEABLE.

(B) THE PROVISIONS OF TH S COVPACT SHALL BE LI BERALLY CONSTRUED TO
EFFECTUATE | TS PURPGCSES.

(© THROUGHOUT THI'S COWPACT THE USE OF THE SI NGULAR SHALL | NCLUDE THE
PLURAL AND VI CE- VERSA.

(D) THE HEADI NGS AND CAPTI ONS OF ARTI CLES, SECTI ONS AND SUBSECTI ONS
USED IN THI S COVPACT ARE FOR CONVENI ENCE ONLY AND SHALL BE |IGNORED IN
CONSTRUI NG THE SUBSTANTI VE PROVI SI ONS OF THI S COVPACT.

S 2917. BINDING EFFECT OF COWACT AND OTHER LAWS. (A) (1) NOTH NG
HEREI N PREVENTS THE ENFORCEMENT OF ANY OTHER LAW OF A COVPACTI NG STATE,
EXCEPT AS PROVI DED | N SUBSECTION (B) OF THI S SECTI ON.

(2) DECISIONS OF THE COW SSI ON AND ANY RULES AND ANY OTHER REQUI RE-
MENTS OF THE COWM SSI ON SHALL CONSTI TUTE THE EXCLUSI VE RULE OR DETERM -
NATI ON APPLI CABLE TO THE COWACTI NG STATES. ANY LAW OR REGULATI ON
REGARDI NG NON- ADM TTED | NSURANCE OF MULTI - STATE RI SKS THAT |S CONTRARY
TO RULES OF THE COMM SSI ON | S PREEMPTED W TH RESPECT TO THE FOLLOW NG

(A) CLEARI NGHOUSE TRANSACTI ON DATA REPORTI NG REQUI REMENTS;

(B) ALLOCATI ON FORMULA;

(©) CLEARI NGHOUSE TRANSACTI ON DATA COLLECTI ON REQUI REMENTS;

(D) PREM UM TAX PAYMENT TI ME FRAMES AND RULES CONCERNI NG DI SSEM NATI ON
OF DATA AMONG THE COWPACTI NG STATES FOR NON-ADM TTED | NSURANCE OF
MULTI - STATE RI SKS AND SI NGLE- STATE Rl SKS;

(E) EXCLUSI VE COVPLI ANCE W TH SURPLUS LI NES LAW OF THE HOVE STATE OF
THE | NSURED,

(F) RULES FOR REPORTING TO A CLEARI NGHOUSE FOR RECEI PT AND DI STRI B-
UTI ON OF CLEARI NGHOUSE TRANSACTI ON DATA RELATED TO NON-ADM TTED | NSUR-
ANCE OF MULTI - STATE RI SKS;

(G UNI FORM FOREI GN | NSURERS ELI G BI LI TY REQUI REVENTS;

(H) UNI FORM POLI CYHOLDER NOTI CE; AND

(1) UNIFORM TREATMENT OF PURCHASI NG GROUPS PROCURI NG NON- ADM TTED
I NSURANCE.

(3) EXCEPT AS SET FORTH I N SUBSECTION (B) OF THI'S SECTION, ANY RULE,
UNI FORM STANDARD OR OTHER REQUI REMENT OF THE COWM SSI ON SHALL CONSTI TUTE
THE EXCLUSI VE PROVI SI ON THAT A COW SSI ONER MVAY APPLY TO COWPLI ANCE OR
TAX DETERM NATI ONS.  NOTW THSTANDI NG THE FOREGO NG, NO ACTI ON  TAKEN BY
THE COW SS| ON SHALL ABROGATE OR RESTRI CT:

(A) THE ACCESS OF ANY PERSON TO STATE COURTS;
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(B) THE AVAILABILITY OF ALTERNATI VE DI SPUTE RESCLUTI ON UNDER SECTI ON
TWO THOUSAND NI NE HUNDRED ELEVEN OF THI S ARTI CLE;

(© REMEDI ES AVAI LABLE UNDER STATE LAW RELATED TO BREACH OF CONTRACT,
TORT OR OTHER LAWS NOT SPECI FI CALLY DI RECTED TO COVPLI ANCE OR TAX DETER-
M NATI ONS;

(D) STATE LAW RELATI NG TO THE CONSTRUCTI ON OF | NSURANCE CONTRACTS; OR

(E) THE AUTHORI TY OF THE ATTORNEY GENERAL OF THE STATE, | NCLUDI NG BUT
NOT  LIMTED TO MAI NTAI NI NG ANY ACTI ONS OR PROCEEDI NGS, AS AUTHORI ZED BY
LAW

(B) (1) ALL LAWUL ACTIONS OF THE COWM SSION, | NCLUDING ALL RULES
PROMULGATED BY THE COW SSI ON, ARE Bl NDI NG UPON THE COVPACTI NG STATES,
EXCEPT AS PROVI DED HEREI N.

(2) ALL AGREEMENTS BETWEEN THE COVMM SSI ON AND THE COWVPACTI NG STATES
ARE BI NDI NG | N ACCORDANCE W TH THEI R TERMVS.

(3) UPON THE REQUEST OF A PARTY TO A CONFLICT OVER THE MEANI NG OR
| NTERPRETATI ON OF COWM SSI ON ACTI ONS AND UPON A MAJORITY VOTE OF THE
COWPACTI NG STATES, THE COW SSI ON MAY | SSUE ADVI SORY OPI NI ONS REGARDI NG
THE MEANI NG OR | NTERPRETATI ON I N DI SPUTE. TH S PROVI SI ON MAY BE | MPLE-
MENTED BY RULE AT THE DI SCRETI ON OF THE COW SSI ON.

(4) |IN THE EVENT ANY PROVI SION OF THI S COMPACT EXCEEDS THE CONSTI TU-
TIONAL LIMTS | MPOSED ON THE LEG SLATURE OF ANY COMPACTI NG STATE, THE
OBLI GATI ONS, DUTIES, POAERS OR JURI SDI CTI ON SOQUGHT TO BE CONFERRED BY
THAT PROVI SI ON UPON THE COW SSI ON SHALL BE | NEFFECTI VE AS TO THAT STATE
AND THOSE OBLI GATI ONS, DUTI ES, POVNERS OR JURI SDI CTION SHALL REMAIN [N
THE COMPACTI NG STATE AND SHALL BE EXERCI SED BY THE AGENCY THEREOF TO
VWH CH THOSE OBLI GATI ONS, DUTI ES, PONERS OR JURI SDI CTI ON ARE DELEGATED BY
LAWIN EFFECT AT THE TI ME TH S COWPACT BECOMVES EFFECTI VE.

APPENDI X A
SURPLUS LI NE | NSURANCE PREM UMS BY STATE

PREM UMS BASED ON SHARE OF TOTAL

STATE TAXES PAI D PREM UMS
ALABANVA 445, 746, 000 1.47%
ALASKA 89, 453, 519 0.29%
ARl ZONA 663, 703, 267 2.18%
ARKANSAS 201, 859, 750 0. 66%
CALI FORNI A 5,622, 450, 467 18. 49%
COLORADO 543, 781, 333 1.79%
CONNECTI CUT 329, 358, 800 1.08%
DELAWARE 92, 835, 950 0.31%
FLORI DA 2,660, 908, 760 8. 75%
GECRG A 895, 643, 150 2.95%
HAWAI | 232,951, 489 0.77%
| DAHO 74,202, 255 0. 24%
I LLINO S 1, 016, 504, 629 3. 34%
I NDI ANA 412, 265, 320 1.36%
| OMA 135, 130, 933 0. 44%
KANSAS 160, 279, 300 0. 53%
KENTUCKY 167, 996, 133 0. 55%
LOU SI ANA 853, 173, 280 2.81%
MAI NE 60, 111, 200 0.20%
MARYLAND 434, 887, 600 1.43%
MASSACHUSETTS 708, 640, 225 2.33%
M CH GAN 703, 357, 040 2.31%
M NNESOTA 393, 128, 400 1.29%
M SSI SSI PPI 263, 313, 175 0.87%
M SSOURI 404, 489, 860 1.33%
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MONTANA 64, 692, 873 0.21%
NEBRASKA 92, 141, 167 0. 30%
NEVADA 354, 271, 514 1.17%
NEW HAMPSHI RE 102, 946, 250 0. 34%
NEW JERSEY 1, 087, 994, 033 3. 58%
NEW MEXI CO 67, 608, 458 0. 22%
NEW YORK 2,768,618, 083 9.11%
NORTH CARCLI NA 514, 965, 060 1.69%
NCRTH DAKOTA 36, 223, 943 0.12%
OH O 342, 000, 000 1.12%
OKLAHOVA 319, 526, 400 1.05%
OREGON 312, 702, 150 1.03%
PENNSYLVANI A 780, 666, 667 2.57%
RHODE | SLAND 71, 794, 067 0. 24%
SOUTH CARCLI NA 412, 489, 825 1.36%
SOUTH DAKOTA 38, 702, 120 0. 13%
TENNESSEE 451, 775, 240 1.49%
TEXAS 3,059, 170, 454 10. 06%
UTAH 142, 593, 412 0.47%
VERMONT 41, 919, 433 0.14%
VI RG NI A 611, 530, 667 2.01%
WASHI NGTON 739, 932, 050 2.43%
VEST VIRG NI A 130, 476, 250 0. 43%
W SCONSI N 248, 758, 333 0. 82%
WYOM NG 40, 526, 967 0. 13%
TOTAL 30, 400, 197, 251 100. 00%

S 3. Subsection (d) of section 2118 of the insurance |aw is anended by

addi ng a new paragraph 4 to read as foll ows:

(4) |IN THE EVENT THAT THE SURPLUS LI NES | NSURANCE MULTI STATE COWPLI -
ANCE COWPACT ("SLI MPACT") IS ENACTED BY THI S STATE AND THE COW SSI ON
CREATED THEREUNDER BECOVES ACTI VE PURSUANT TO THE PROVI SI ON OF SLI MPACT,
THEN TH' S STATE, WHEN I T | S THE HOVE STATE OF THE | NSURED, W LL REQUI RE
THE PAYMENT OF TAXES BE ALLOCATED BASED UPON SLIMPACT'S PROVISIONS TO
ALL OTHER STATES WH CH HAVE ADOPTED SLI MPACT; PROVI DED, HOWEVER, THAT
THI S STATE WLL APPLY | TS STATE TAX TO THE PREM UM FOR ALL RISK EXPO
SURES ALLOCATED TO THI'S STATE AND TO RI SK EXPOSURES LOCATED I N ANY
STATES WH CH HAVE NOT ENACTED SLI MPACT.

S 4. Section 9102 of the insurance |aw, as anmended by section 14 of
part | of chapter 61 of the laws of 2011, is anended to read as foll ows:

S 9102. Allocation of premiunms. |In determning the anmount of direct
prem uns taxable in this state, all such premuns witten, procured, or
received in this state shall be deened witten on property or risks
| ocated or resident in this state except such premuns properly allo-
cated and reported as taxable prem uns of any other state or states. |IN
THE EVENT THAT THE SURPLUS LI NES | NSURANCE MULTI STATE COWVPLI ANCE COVPACT
("SLI MPACT") | S ENACTED BY THI S STATE AND THE COVM SSI ON CREATED THERE-
UNDER BECOVES ACTI VE PURSUANT TO THE PROVI SI ONS OF SLI MPACT, THEN THI S
STATE, WHEN IT IS THE HOVE STATE OF THE I NSURED, WLL REQUI RE THE
PAYMENT OF TAXES BE ALLOCATED BASED UPON SLIMPACT'S PROVISIONS TO ALL
OTHER STATES WH CH HAVE ADOPTED SLI MPACT; PROVI DED, HOWEVER, THAT THI S
STATE WLL APPLY | TS STATE TAX TO THE PREM UM FOR ALL RISK EXPOSURES
ALLOCATED TO THI'S STATE AND TO RI SK EXPOSURES LOCATED | N ANY STATES
VH CH HAVE NOT ENACTED SLI MPACT.

S 5. Section 1552 of the tax | aw, as anended by section 18 of part |
of chapter 61 of the |aws of 2011, is anmended to read as foll ows:
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S 1552. Allocation. Were the taxable insurance contract covers risks
| ocated or resident both within and without this state and the taxpay-
er's hone state is New York, one hundred percent of premuns shall be
allocable to this state. |IN THE EVENT THAT THE SURPLUS LI NES | NSURANCE
MULTI STATE COWPLI ANCE COVPACT (" SLI MPACT") |S ENACTED BY THI S STATE AND
THE COW SSION CREATED THEREUNDER BECOVES ACTIVE PURSUANT TO THE
PROVI SIONS OF SLIMPACT, THEN THI S STATE, WHEN I T I S THE HOVE STATE OF
THE | NSURED, W LL REQUI RE THE PAYMENT OF TAXES BE ALLOCATED BASED UPON
SLIMPACT'S PROVISIONS TO ALL OTHER STATES WHI CH HAVE ADOPTED SLI MPACT
PROVI DED, HOWEVER, THAT THI S STATE WLL APPLY ITS STATE TAX TO THE
PREM UM FOR ALL RI SK EXPOSURES ALLOCATED TO THI S STATE AND TO RI SK EXPO
SURES LOCATED | N ANY STATES WHI CH HAVE NOT ENACTED SLI MPACT.

S 6. This act shall take effect Cctober 19, 2011; provided, however,
that if the anmendnents to section 9102 of the insurance | aw and section
1552 of the tax |aw nade by sections 14 and 18 of Part | of chapter 61
of the laws of 2011, respectively, shall not have taken effect on or
before such date, then sections four and five of this act shall take
effect on the sane date and in the same nanner as such sections take
effect pursuant to section 19 of Part | of chapter 61 of the | aws of
2011, takes effect.



