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Be it enacted by the Legislature of the State of Arizona: 1 
Section 1.  Section 20-401, Arizona Revised Statutes, is amended to 2 

read: 3 
20-401.  Definitions 4 
In this article, unless the context otherwise requires: 5 
1.  "Affiliated" means, with respect to an insured, any entity that 6 

controls, is controlled by or is under common control with the insured.  For 7 
the purposes of this paragraph, "control" means either: 8 

(a)  Directly or indirectly acting through one or more other persons 9 
who own, control or have the power to vote twenty-five per cent PERCENT or 10 
more of any class of voting securities of the other entity. 11 

(b)  Control in any manner over the election of a majority of the 12 
directors or trustees of the other entity. 13 

2.  "Affiliated group" means any group of entities that are affiliated. 14 
3.  "Clearinghouse" means the mechanism or entity established pursuant 15 

to a multistate agreement or compact for the receipt and distribution of 16 
premium taxes and transaction data related to the sale of unauthorized 17 
insurance. 18 

4.  "Diligent effort" means having sought insurance for the same risk 19 
from at least three insurers authorized in this state to write the particular 20 
insurance coverage or type, class or kind of insurance. 21 

5.  "Foreign decree" means any decree or order in equity of a court 22 
located in a reciprocal state, including a court of the United States located 23 
therein, obtained by a qualified party against any insurer incorporated or 24 
authorized to do business in this state. 25 

6.  "Home state" means one of the following: 26 
(a)  The state in which an insured maintains its principal place of 27 

business or, in the case of an individual, the individual's principal place 28 
of residence. 29 

(b)  If one hundred per cent PERCENT of the insured risk is located out 30 
of the state that would be the insured's home state pursuant to subdivision 31 
(a) of this paragraph, the state to which the greatest percentage of the 32 
insured's taxable premium is allocated for the insurance contract in 33 
question. 34 

(c)  If more than one insured from an affiliated group are named 35 
insureds on a single nonadmitted insurance contract, the state as determined 36 
pursuant to subdivision (a) of this paragraph of the member of the affiliated 37 
group that has the largest percentage of premium attributed to it under the 38 
insurance contract. 39 

(d)  FOR GROUP INSURANCE CONTRACTS, THE STATE OF INCORPORATION OR 40 
ORGANIZATION OF THE GROUP POLICY HOLDER. 41 

7.  "Multistate risk" means a risk covered by an unauthorized insurer 42 
with insured exposures in more than one state. 43 

8.  "Qualified party" means a state regulatory agency acting in its 44 
capacity to enforce the insurance laws of such state. 45 
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9.  "Reciprocal state" means any state or territory of the United 1 
States the laws of which give to insurers organized under the laws of this 2 
state the same right to defend actions as that granted to foreign insurers 3 
under the laws of this state and the laws of which contain procedures 4 
substantially similar to those specified in this article for the enforcement 5 
of decrees or orders in equity issued by courts located in other states or 6 
territory of the United States against any insurer incorporated or authorized 7 
to do business in such state or territory. 8 

10.  "Single-state risk" means a risk with insured exposures in only one 9 
state. 10 

11.  "Unauthorized insurance" or "nonadmitted insurance" means any 11 
insurance permitted to be placed directly or through a surplus lines broker 12 
with an insurer who is not licensed to transact insurance in this state.  13 

Sec. 2.  Title 20, chapter 2, article 5, Arizona Revised Statutes, is 14 
amended by adding section 20-423, to read: 15 

20-423.  Voluntary domestic organization of surplus lines 16 
brokers; membership; stamping fee collection; 17 
meetings; definition 18 

A.  A VOLUNTARY DOMESTIC ORGANIZATION OF SURPLUS LINES BROKERS THAT 19 
CONTRACTS WITH THE DIRECTOR PURSUANT TO SECTION 20-167, SUBSECTION G SHALL BE 20 
INCORPORATED IN THIS STATE AS A NONPROFIT CORPORATION.  A SURPLUS LINES 21 
BROKER WHO IS LICENSED AND IN GOOD STANDING IN THIS STATE MAY BE A MEMBER IN 22 
THE ORGANIZATION IF THE BROKER PAYS ANY REQUIRED MEMBERSHIP FEE AND DUES 23 
REQUIRED TO BE PAID BY ALL MEMBERS. 24 

B.  THE ORGANIZATION MAY COLLECT STAMPING FEES PURSUANT TO SECTION 25 
20-167 FROM ANY OF THE FOLLOWING: 26 

1.  A MEMBER OF THE ORGANIZATION. 27 
2.  A LICENSED SURPLUS LINES BROKER WHO IS NOT A MEMBER OF THE 28 

ORGANIZATION.  29 
3.  A PERSON WHO IS NO LONGER A LICENSED SURPLUS LINES BROKER IF THE 30 

STAMPING FEE IS PAID IN CONNECTION WITH TRANSACTIONS THAT THE PERSON 31 
EFFECTUATED WHILE LICENSED AS A SURPLUS LINES BROKER. 32 

C.  THE ORGANIZATION SHALL HOLD AN ANNUAL MEETING OF ITS MEMBERS AND 33 
MAY HOLD SPECIAL MEETINGS OF ITS MEMBERS.  MEMBERS MAY PARTICIPATE IN ANNUAL 34 
AND SPECIAL MEMBER MEETINGS THROUGH THE USE OF ANY MEANS OF COMMUNICATION IF 35 
THE COMMUNICATION ALLOWS ALL MEMBERS PARTICIPATING IN THE MEETING TO 36 
SIMULTANEOUSLY HEAR EACH OTHER DURING THE MEETING AND THE ORGANIZATION 37 
PROVIDES A MEETING NOTICE THAT SPECIFIES HOW MEMBERS CAN PARTICIPATE.  ANY 38 
MEMBER PARTICIPATING BY THIS ALTERNATE MEANS OF COMMUNICATION IS DEEMED TO BE 39 
PRESENT IN PERSON AT THE MEETING FOR PURPOSES OF DETERMINING A QUORUM AND 40 
VOTING AND FOR ANY OTHER PURPOSE AUTHORIZED OR REQUIRED BY LAW. 41 

D.  TWO PERCENT OF THE TOTAL MEMBERSHIP OF THE ORGANIZATION PRESENT IN 42 
PERSON OR BY PROXY AND ENTITLED TO VOTE AT A MEETING CONSTITUTES A QUORUM FOR 43 
THE TRANSACTION OF BUSINESS AT THE MEETING. 44 

E.  FOR THE PURPOSES OF THIS SECTION, "STAMPING FEE" HAS THE SAME 45 
MEANING PRESCRIBED IN SECTION 20-167.  46 
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