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Public Law 97-45

97th Congress
An Act
risk retention
%mmm:m&w&mmmm&hm
ance on a group basis, and

Be it enacted by the Senate and House of Representatives of the
United States ofgymerm in Congress assemb f

SHORT TITLE

Section 1. This Act may be cited as the “Product Liability Risk
Retention Act of 1981”.
DEFINITIONS

Smg)(a)AsuaedinthI:auAct— i " .
“completed operations liability” means liability arising ou
of the installati or atasite
N e
w orms work; or
e person who hires an independent contractor to

but sha]l include%ty for activities which are completed or
abandoned before the date of the occurrence giving to the

Liability;
(2) “insurance” means primary insuranoe, excess insurance,

insurance
R
Me loss of ﬁu:g’ ) arising out of mm
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such a incident giving rise to the claim

occurred,

(4) “risk retention p” means any or other
limited liability tambleasaco ranmgorasan
insurance company, formedunderthehwsof tate, Ber-
muda,&{)thecayman e

whose prlmary activity consists of assuming an
anylgbrgion, oft.ha product liability or
compl risk exposure of its group
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licensed and authorized before January 1, 1985, under the
laws of Bermuda or the Cayman Islands, except that any
group so chartered or licensed and authorized under the
laws of Bermuda or the Cayman Islands shall be considered
to be a risk retention group only after it has certified to the
insurance commissioner of at least one State that it satisfies
the capitalization requirements of such State;

(D) which does not exclude any person from membership
in the group solely to provide for members of such a group a
competitive advantage over such a person; and

(E) which is com of members each of whose principal
activity consists of the manufacture, design, importation,
distll:l;l:luté?;:. packaging, labeling, lease, or sale of a product
or products;

(5) “purchasing group” means any group of persons which has
as one of its purposes the purchase of product liability or
completed operations liability insurance on a group basis; and

(6) “State” means any State of the United States or the District

(bf'i‘?l:ill%tgx& of “product liability’ ph (4) of subsec-
e definition of ¢ uct liability” in o
tion (a) of this section shall not be construed to ﬁect either the tort
law or the law governing the interpretation of insurance contracts of
any State.
RISK RETENTION GROUPS

Skc. 3. (a) Except as provided in this section, a risk retention group
is exemgf from any State law, rule, regulation, or order to the extent
that such law, rule, regulation, or order would—

(1) make unlawful, or regulate, directly or indirectly, the
oli;ration of a risk retention group except that the jurisdiction in
which it is chartered may regulate the formation and operation
of such a group and ageState may require such a group to—

fg:%)e csotr;:t%;ly with unfair claim settlement practices law
of
(B) pay, on a nondiscriminatory basis, applicable premium
andftheiri-ntaxgswhicharelevi onadmiﬁedinsurematig
surplus lines insurers, brokers, or policyholders under
laws of the State;
(C) participate, on a nondiscriminatory basis, in any mech-
fi .th uita;hlgdo;ortio:n; t tpelawof%h;lﬁag
or the eq ap) ent among insurers o ul
liability or completed operations liability insurance losses
and expenses incurred on policies written through such
mec .
(D) submit to the appropriate authority re and other
information required of licensed insurers under the laws of a
State relating solely to product liability or completed oper-
ations liability insurance losses and expenses;

(E) register with and te the State insurance com-
missioner as its agent for the purpose of receiving
service of legal documents or process, and, upon request,
furnish such commissioner a copy of any ial report
submitted by the risk retention group to the commissioner of
the chartering or licensing j iction;

R T Gy e T SiE e e
commissioner in in wi group is doing
business to dewnwm the group’s financial oongitlon, if—
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(i) the commissioner has reason to believe the risk
retention group is in a financially impaired condition;

and

(ii) the commissioner of the jurisdiction in which the
group is chartered has not begun or has refused to

initiate an examination of the group; and
(G) comply with a lawful order msued in a delinquency
proceeding commenced by the State insurance commissioner
if the commissioner of the jurisdiction in which the group is
chartered has failed to initiate such a proceeding after notice
g{_ ghili:d.mg of ﬁnancmlh’ impairment-under subparagraph (F)

paragra

(2) require or pe?mlt a risk retention group to participate in
any insurance_ insolvency ty association to which an
insurer licensed in the State requ.red to belong;

(3) require any insurance policy issued to a risk retention
group or any member of the 1p to be countersigned by an
insurance agent or broker mﬂmm State; or

(4) otherwise discrimina a risk retention grou:
any of its members, except that nothing in this section
construed to affect the applicability of State laws generally
'thcable to persons or corporations.

b) eemmphohw in subsection (a) apply to—

(1) product ity or completed operations liability insurance
cover: AJprt.rcvl:dlacl by a risk retention group for—

such group; or
(B) any person who is a member of such group;

(2) the sale of product liability or completed operations liability
insurance coverage fora mkretemfrou p; and

(3) the on of insurance services or management
services for a risk retent:on g'roup or any member of such group.

(c) A State may require that , or offering to act, asan State license
agent or broker for a risk ratentlon group o a license from that requirement.
State, except that a State may not impose any qualification or
requxrement which discriminates against a nonresident agent or

broker.
PURCHASING GROUPS

Skc. 4. (a) Except as provided in this section, a purchasin igroup ig State regulation,
exempt from any State law, rule, regulation, or order to the extent Xuptions.
that such law, rule, regulation, or order would— i
(1) prohibit the establishment of a purchasing group;
(2)&:1ake1tun1awﬁﬂforanmsure:£°topmvideoroﬁ‘erto
rovide insurance on a basis providing, apurchamngg'mup or
fts members, advantages, based on their loss and expense
ence, notaﬂ'ordedtootherpersonsmthrespecttomtes, pohcy
forms, coverages, or other matters;
(3) prohibit a purchasing grou p or its members from purchas-
mg insurance on the group basis described in paragraph (2) of

subsection;

(4] hibit a purchasing on a
grouﬁ%msbecausethe 81.wﬂtmnotbtaeninlaxlslnelwefcsra
mmlmumpenodofhmeorbecaumanymemberhasnot
belonged to the group for a minimum period of time

(5) require that a purchasing group must have a minimum
number of members, common ownership or affiliation, or a
certain legal form;
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(6) require that a certain of a purchasing
must obtain insurance on ag:gﬁfemge x ey

p or any members of the grou &a by an
meﬂmdmgin t State; or
im(S) discriminate against a purchasing group or any of
(b) The exemptions specified in subsection (a) apply to—

1 pmductlmhhty leted operations liability insur-
() orw;garal hab:hty msurangwhlch
includesdtheroﬁhenecovarsgea,pmﬂed

(A) a purchasing 3
(B)anypen%?whg;oi;qa)memberdapumhmnggroup;and

the
o pmdnctliabﬂityoreom leted operations insurance,
(B)insumnceralaﬁ

( )A State may re requhoptﬁinm parsonofacungthe mup'oﬂ'enng toact,

State license c a or asan

requirement. ggent or broker for mhasmg p obtain a license from that
n

3, that a ualification or
euept Mmq t agent or
APPLICARBILITY OF SECURITIES LAWS
Ownership 8kc. 5. (a) The ownership interests of members in a risk retention
1508C soos.  Broupshallbe—
= (1) considered to be exem| securities for purposes of section
15 USC TTe. 5ofthosecnntwa' ies Act of 19 andforpm‘poauofsecﬁanlzofthe
15 USC 781 E:changaAetoleM,
(Z)wnddemd be securities mdthemmns’ ions of
15 USC 77q. section 17 of the Securities Act of 1 andthepmvisionsof
15 USC 78;. section 10 of the Securities Exchange Act of 1934,

investment com
1940(15U.S.C. etseq.

(¢) The ownershipintareataosfmembersin a risk retention group
shall not be considered securities for purposes of any State blue sky

Approved September 25, 1981.
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