
STATE OF 'ItlISCONSIN ) 

DEPAH.'l'r"lENT OF INSURANCE ~ sa. 

TO ALL TO WH01-1 THESE PRESENTS SHALL COHE, GREETINGS: 

I, Charles Hanson, Commissioner of Insurance and custodian 

of the oi'ficial records of said departmen·t, do hereb-J certify that the 

annexed rule relating to surplus lines insurance 1>18.13 duly approved and 

adopted b.Y this department on May 2, 1960. 

I further certify that said copy has been compared b.Y me 

'\.-lith the original on file in this department and that the same is a 

true copy thereof, and of the whole of such original. 

IN 'l'ES'rntlON"t t-JI-lEHE01i', I have here
unto set my hand and affixed the 
offioial seal of the Department 
at the Capitol, in the city of 
~1adison, this ~1d day of I~, 
A.D., 1960. 

/ 



ORDER OF THE DEPAH'I'MENT OF INSURANCE 

Adopting a Rule 

Pursuant to authority vested in the Commissioner of Insurance 
by section 200.03 (2) f Wis. State., the COllimissionel40 of Insurance 
here by adopts a rule as follo,{>/s: 

Section Ins 6.07 of the Wisconsin Administrative Code is 
adopted to read: 

Ins 6.07 Surplus lines insurance. (1) PURPOSE. This rule is 

intended to implement and interpret applicable s-tatutes includJng 

but not limited to sections 76.33~ 200.03 (6), 201.62, 201.63, 

203.07, 20,3.54, and 209.15 for the purpose of establishing minimum 

requirements for the transaction of surplus lines insurance. 

(2) SCOPE. This rule applies to the authority of EUl agent to 

procure the kinds of insurance provided for under section 

201.04 (1), (2),. (5), (12) and (15) from compmlies not licensed in 

this state. 

(,3) DEFINITIONS. (a) Surplus lines agent means a resident 

agent authorized under section 209.04, ~l:i.s .. StErba.; vlho is granted 

a surplus lines license in accordance 1:1i th the provisions of 

section 201.63 9 \1is. Stats., and this rule. 

(b) Surplus lines insurer means an l.mauthorized insurer in 

vrhich an insurance coverage is placed or may be placed under the 

provisions of this rule. 
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(4) SURPLUS LINES INSURANCE AU'I'HORIZED. (a) If the insuranee 

coverages, specified in subsection (2), of subjects resident, located, 

or to be performed in this state cannot be procured from licensed 

insurers, such coverages, hereinafter designated as surplus lines 

insurance; ma-.r be procured from unauthorized insurers subj ect to the 

following conditions: 

1. The insurance must be eligible for surplus lines as 

provided in subsection (5). 

2. The insurer must be an eligible surplus lines insurer under 

the provisions of SUbsection (8). 

3. The insurance must be so placed through a licensed Wisconsin 

agent resident in Wisconsin. 

4. The other applicable provisions of this surplus lines rule 

must be complied 'Hith. 

(5) ELIGIBILITY FOR SURPLUS LilIES TI~SURANCE. (a) No insurance 

coverage shall be eligible for sltrplus lines unless the full amount 

of insurance required is not procurable, after a diligent effort has 

been made to do so, from among the insurers licensed to transact and 

actually writing that kind and class of insurance in this state, and 

the amount of insurance eligible for surplus lines shall be only the 

amount in excess of the runount so procurable from licensed insurers. 

l?or the purposes of this rule, diligent effort shall mean the refusal 

of coverage by at least 3 licensed insurers. 

(b) The ability to obtain coverage at a 10vIer prem.itun is not 

recognized as a valid cause for plaoing such coverage in an unauthorized 

insurer. 

(0) No surplus lines insurer shall offer or make available any 

preferential trea"Qaent or differentiation in rate or coverage based 
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selely on emple;y-ment J membership, or af'f'ili8,tion in any org@Jlization, 

gToUp, or association. 

(d) Policy or contraot forms shall not be eligible unless the use 

is reasonably neoessary for the principal purposes of the coverage 

or unless the use Hould not be contrary to the purposes of the ooverage 

or u11less the use 'ltlould not be oontrar-.f to the purposes of this rv~e 

or applioable statutes \-Tith respeot to the reasonable proteotion of 

authorized insurers from. unwar;J.~8Jlted oompeti tion by unauthorized 

insurers. 

(6) REQUIREl'lliN1:'S FOR SURPLUS LINES CONTRACTS. (a) Every 

insurrulce contract procured and delivered as a svxplus line ooverage 

pursuant to this rule sha.ll bear the name and address of the insurance 

agent who procured it and shall have stamped or affixed upon it the 

follo1.ring: This insut'ance oontract is 'ltTith an insurer not licensed 

to transact inSUl"8X!oe in this state and is :I.saued and delivered as a 

s"lU'plus line ooverage pursuant to the vlisconsin insUJ.~anoe statutes 

and administrative code. Section 76.33, \-Jis. Stats., requires payment 

of 3% premium tax. 

(b) Surplus lines contraots shall oontain a provision designating 

either a ~lisconsin resident or the comraissioner of insurance as attorney 

for service of Sllilllilons and all other legal process. 

(7) VALIDI'l'Y OF CONTRACTS. (a) Insurance contracts procured 

as surplus line coverage from ltnauthorized insurers in accordance with 

this rule shall be fully valid and enforceable as to all parties, 

and shall be given recognition in all matters and respects to the 

srune effect and extent as like contracts issued by authorized insurers. 



(b) A contract of insurance placed In effect by an unauthorized 

insUl'er in violation of the provisions of this rule is unenforceable 

by the insurer. 

(8) ELIGIBILITY OF' SURPLUS LINES INSURERS. (a) A surplus 

lines agent shall not lmowingly place surplus lines insurance with 

insurers unsound financially. The agent shall make a reasonable effort 

to ascertain the financial condition of the unauthorized insurer before 

placing insurance therewj.th. 

(b) This rule shall not be deemed to cast upon the commissioner 

of insurance any duty or responsibility to determine the actual 

finEtncial condition or claims practices of any unauthorized insurer. 

(9) SURPLUS LmES AGENT'S LIOEJSISE. (a) The cOIlllnissioner 

of insurance may issue a surplus lines license to any authorized 

agent which she~l grant such agent authority to procure the kinds 

of insurance provided for in this rule from companies not licensed 

in this state under the conditions prescribed in this rule. Every 

license issued puxsuant to this subsection shall be for a term 

expiring on January 31 next following the date of issuance and may 

be rene\..Jed for ensuing periods of 12 months ~ Before any such license 

shall be issued and before each renewal thereof a written application 

shall be filed by the applicant in such form as the corrnnissioner may 

prescribe a.nd the fee provided therefor 'bIJ this rule shall be paid. 

(b) The fee for issuance of a surplus lines license shall be 

$50 in cities of the first class and $15 elsewhere. 

(c) 1~ery surplus lines agent shall execute and deliver to the 

commissioner of insurance a bbnd in the penal SUIll of $1,,000 "lith such 

sureties as the commissioner shall approve; conditioned that the 

agent will comply ,,11th all the requirements of this rule. 



(10) PROCEDURE FOR EFFECTING SURPLUS LINES CONTRACTS. (a) Before 

any 1nsurance shall be procured 1n an unlioensed company the agent 

shall make an affidavit vrhich shall be promptly filed vd th the 

oommissioner of insurance, that he 113 after diligent effort unable 

to procure, from any licensed insurer or insurers, the full amount 

of' insuranoe required to protect the interest of the insured. 

(b) vJithin 30 days after the effectuation of' any surplus lines 

insurance the surplus lines agent shall file ""lith the commissioner 

of insurance an exact copy of the policy so issued. If a policy has 

not been issued, the surplus lines agent shall so file an exaot copy 

of his certificate, cover note, or other confinuation of insUl'ance 

as delivered to the insured t The surplus lines agent shall likewise 

promptly file with the commissioner an exact oOPY of any substitute 

certificate, cover note, or other confinaation of insurance, end of 

ever>J endorsement of an original policy, oertificate, cover note t 

or other confinuation of insUl'ance, delivered to an insured, together 

vii th such surplus lines agent. s memorandum informing the commissioner 

as to the substance of any change represented by such substitute 

certificate, cover note, or other oonfirrn.ation, or of any such 

endorsement, as compared vdth the coverage as originally placed or 

issued. 

(0) Upon placing a surplus line coverage, the surplus lines 

agent shall promptly issue vnd deliver to the insured evidence of 

the insurance consisting either of the policy as issued by the insurer 

or, if SllCh policy is not then available, a certificate, cover note, 

or other confirmation of insurance. Such document shall shmV' the 
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description and location of the subject of the insurance, coverage, 

conditions and term of the insurance, the premium and rate charged 

and prem.ium taxes to be collected from the insured, and the nml1e and 

address of the insured and insurer. If the direct risk is assumed 

by mOl~e than one insurer, the document shall state the muue and address 

and proportion of the entire direct risk assuraed by each insurer. 

(d) No surplus lines agent shall deliver any such docU~lent, or 

purport to insure or represent that insurance \--1111 be or has been 

granted by any unauthorized insurer unless he has prior written 

authori ty frOIl1 the insurer for the insurance II or has received 

il1Sormation from the insurer in the regular course of business that 

suoh insuranoe has been gra.nted $ or an insurance policy providing the 

insurance aotually has been issued by the insurer and delivered to 

the insured. 

(e) If after the delivery of any such document there is any 

change as to the identity of the insurers, or the proportion of 

the direct risk assumed by the insurer as stated :in the original 

certificate, cover note, or confirmation, or in any other material 

respect as to the insurance coverage evidenced by such a document, 

the surplus lines agent shall promptly deliver to the lnsured a 

substitute certificate, cover note or confi~lation, or endorsement 

for the original such dOCUlllent, accurately showing the current status 

of the coverage and the insurers responsible thereunder. No such 

chE-mge shall result in a coverage or insurance contract "1hieh would be 

in violation of this surplus lines rule if originally issued on suoh basis. 
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(f) If a policy issued by the insurer is not available upon 

placement of the insurance and the surplus lines agent has delivered 

a certificate, cover note or confirmation, as hereinabove provided9 

v,pon request therefor by the insured the slITplus lines agent shall 

as soon as reasonably possible procure from the insurer its policy 

evidenoing the insuremce and deliver the policy to the insured in 

replacement of the certificate, cover note~ or confirmation theretofore 

issued. 

(11) RECOHDS OF SURPIJUS LINES AGENT. (a) Each surplus lines 

agent shall keep in his offioe in this state a full and true record 

of each surplus lines contraot procured by him, including a copy 

of the daily report, if any, and shoHing such of the folloHing items 

as may be applicablet 

1. Amount of' the insurance and perils insured against; 

2. Brief general description of property insured l:.md where 

located; 

3.. Gross premium oharged; 

4. Return premium paid, if any; 

5. Rate of premium oharged upon the several items of property; 

6. Effective date of the contract, and the terms thereof; 

7.. Name and post office address of the insured; 

8. Name and home office address of the insurer; 

9. Amount collected from the insured; and 

10.. Other ini'ormation as may be required by the ,commissioner of 

insurance. 
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(b) The record shall at all times be open to eX8.mina tion by 

the comrflissioner of insurance "d thout notice, and shall be so kept 

available and open to the cowflissioner for .3 years next following 

expiration or cancellation of the contract .. 

(12) ANNUAL REPORT QII' SURPLUS LINES AGENT. Ee,ch surplus lines 

agent shall, before Ha.rch 1 in each year, mru{e a report to the 

commissioner of insurance for the preceding calendar year on the form 

prescribed by him, of the facts required ~J subsection (11) and fUrther 

showing that the amount of insurance procured from such unauthorized 

insurer or insurers is only the amountin excess of the amount so 

procurable from licensed insurers. 

(13) PAnlJ!~.l\jT OF PREHlUM TAX. EveF.f surplus lines agent shall; 

befor'e Harch 1 in each yeeJ! 1 collect from the insureds and remit to 

the com:nrlssioner of insurance the state premium tax of 3% on the 

amount of gross premiums received for direct insurance, less return 

'premiums and cancellations on direct insurance on risks in this 

state. This tax shall be in lieu of all taxes and fire department 

dues_ 

(14) SURPLUS Lr.NES AGENTS HAY ADVERTISE. An,y agent who is granted 

a surplus lines license in accordance with the provisions of this rule 

may bring announcements or statem.ents bef'ore the public in respect to 

his ability to plaoe such sur:plus lines insurance as may be permitted 

~J t'lisconsin statutes and this rule. 

(15) SURPI,US Ln~I!;S AGENTS' COI1f.1ISSIONS. Agents licensed in 

accordance "lith the provisions of this rule may not pay the whole 



or allY part of the Gommission on surplus lines insurance to any 

person, except that such commisSions may be shared or divided '!:lith 

an:l other resident licensed stu'plus lines agent. 

(16) PENALTY. Any violation of this r~e shall subjeot the 

agent to a revocation of his license. 

The rule contained herein shall take effect on June 1, 1960, 
as provided in section 227.026 (1), 1>1i800nsi11 statutes. 

Commissioner of Insurance 

Dated: I~ 2, 1960 
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