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APPLICATION FOR SECURITIES BROKER-DEALER’S PROFESSIONAL LIABILITY

Instructions for Completing This Application

Please read carefully and check below all Coverages you seek.  Fully answer all questions and submit all requested information for each Coverage you seek.  All applicants must complete the General Information and the final section of this Application.  Terms appearing in bold face in this Application are defined in the Policy and have the same meaning in this Application as in the Policy.  This Application, including all materials submitted herewith, shall be held in confidence.

GENERAL INFORMATION

1.
a.
The Company to be Named in Item 1. of the Declarations (the “Company”):

     



Street Address:

     

City:
     
State:
     
Zip Code:
     

b. Officer designated to receive correspondence and notices from the Insurer:

     
     

(Name of Officer)
(Title)

3.
Please provide the following information regarding current insurance coverage;

Insurance
Carrier
Limits 

(in MMs)
Premium
Expiration Date

D&O Liability
     
     
     
     

E&O Liability
     
     
     
     

Crime/Fidelity
     
     
     
     

Employment Practices 
     
     
     
     

Fiduciary Liability
     
     
     
     

Please attach copies of the following with respect to the Company and Subsidiaries:

· Securities Broker-Dealer’s latest audited annual report, as well as latest 10-K filed with the SEC (if publicly traded)

· Complete FOCUS Reports for the most recent Four (4) Quarters

· Copy of the most recent Form BD as filed with the SEC

· List of approved investment vehicles for sale by the Applicant’s Registered Representatives, including approved life insurance companies and their products, as well as adherence guidelines;

· Securities Broker-Dealer’s “due diligence” guidelines for approving investment vehicles to be sold;

· Comments, Criticisms and Recommendations made by the SEC, NASD, state securities regulatory authority, state insurance department or any other regulatory body (including self-regulatory organizations) following its most recent examination.  Also, please attach the Applicant’s response letter to such recommendations

Please answer the following questions:

1. State of Incorporation
     

2. Year Broker-Dealer was Established
     

3. Number of Offices in USA and Canada
     

 FORMTEXT 
     

4. Number of Offices elsewhere
     

5. Name Parent Company(ies)
     

6.
Has the Securities Broker-Dealer been the subject of any merger and/or acquisitions during the past three (3) years?


If “YES”, attach full details.

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No





7.
Has the Securities Broker-Dealer revealed publicly that it is the subject of any pending merger and/or acquisution?


If “YES”, attach full details.

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

8.
Number of Registered Representatives:




Producers
     



Non-Producing Executives/Managers
     



Other (Back Office)
     



Total
     

9. Do all Registered Representatives enter into a standard contract with the Securities Broker-Dealer?



 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

10.
Does the Securities Broker-Dealer’s contract with its Registered Representatives provide for indemnification of the Securities Broker-Dealer?

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No





11.
Does the Securities Broker-Dealer contract with its Registered Representatives contain an arbitration clause?



 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

12. Please State the Percentage (%)  of Revenue generated from the following areas:

Full Service Securities Brokerage
     %

Discount Securities Brokerage
     %

Financial Planning
     %

Market Timing Services
     %

Private Placements
     %

Market Making/Specialist Activities
     %

Underwriting Activities
     %

Other (Please Describe below)
     %




TOTAL


100%

13. Please State percentage (%) of commission revenues which are derived from the following:

Listed Stocks
     %

Unlisted Stocks
     %

Penny Stocks (unlisted securities trading for less than $5.00/share)
     %

Proprietary Partnerships
     %

Listed Bonds
     %

Unregistered Stocks or Bonds
     %

Commercial Paper
     %

Option Contract
     %

Commodities
     %

Commodity Futures
     %

Mutual Funds
     %

Other Limited or LLPs
     %

Variable Annuities
     %

Other Annuities
     %

Life Insurance
     %

14.
Total annual commission revenue for all products (including life insurance and annuity sales:
     

15.
Average Daily Trading Volume:
     

16.
Total numbers of securities trades executed:

 FORMCHECKBOX 
  per Month

      
 FORMCHECKBOX 
  per Year     (check one)

17.
Average Dollar Value per Securities Trade:
     

18.
What percentage (%) of all brokerage accounts are margin accounts?
     %

19.
What percentage (%) of all brokerage accounts are discretionary accounts?
     %

20.
What percentage (%) of all brokerage accounts are INDIVIDUAL accounts?
     %

21.
What percentage (%) of all brokerage accounts are INSTITUTIONAL accounts?
     %

22. Does the Securities Broker-Dealer clear its own accounts?

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No


If NO, please indicate the name of the Clearing Agent Used:
     

23. Do all clients or customers sign a standard contract?

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

24.
Who approves modifications to the Securities Broker-Dealer’s standard contract?
     

25.
What percentage (%) contain arbitration clauses?
     %

26.
Is the arbitration clause noted in Question 25 above ever deleted from the client 
agreement?

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No


If YES, what percentage (%) is it deleted from?
     %

27.
Does the Securities Broker-Dealer’s Compliance Department review all client contracts?

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

28. Describe the Securities Broker-Dealer’s procedures for reviewing new accounts:



     



29.
Give the number of notices, letters, and complaints received in the past three (3) years by the Compliance Department:
     

30.
How many of these notices, letters and complaints were unsettled after sixty (60) days:
     

31. Please attach FULL DETAILS regarding all cases in the last five (5) years involving monetary settlements or awards in excess of $5,000

32. Does the Securities Broker-Dealer or any of its Partners, Directors, Officers, Employees or Registered Representatives have any knowledge of information of any circumstances or any allegations or contentions of any incident which might result in a Claim against them?


   If “YES”, attach full details.

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

33. Have any of the Securities Broker-Dealer’s Registered Representatives ever been disciplined, fined or suspended by the SEC, NASD, state securities regulatory authority, state insurance department or any other regulatory body, including but not limited to those disclosed within Form U-4, within the last five (5) years?


   If “YES”, attach full details, along with a copy of Form U-4.

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

34. Has any insurer refused or cancelled or non-renewed this type of coverage in the last five (5) years?


   If “YES”, attach full details, 

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

35. Have any Professional Liability (E&O) claims (whether covered or uncovered by insurance) been made during the past five (5) years against the Securities Broker-Dealer or any Registered Representative?


   If “YES”, attach full details, 

 FORMCHECKBOX 
 Yes
 FORMCHECKBOX 
 No

TO BE COMPLETED BY ALL APPLICANTS

None of the Insureds is responsible for or has knowledge of any Wrongful Act or fact, circumstance or situation which (s)he has reason to suppose might result in a future Claims, except as follows:

If “NONE”, Please check this box  FORMCHECKBOX 


     
It is agreed by all concerned that if any of the Insured is responsible for or has knowledge of any Wrongful Act, fact, circumstance, or situation which (s)he has reason to suppose might result in a future Claim, whether or not described above, any such Claim subsequently emanating therefrom shall be excluded from coverage under the proposed insurance. 

This Application shall be maintained on file by the Insurer, shall be deemed attached as if physically attached to the proposed Policy and shall be considered as incorporated into and constituting a part of the proposed Policy.

The persons signing this Application declare that to the best of their knowledge the statements set forth herein and the information in the materials submitted herewith are true and correct and that reasonable efforts have been made to obtain sufficient information from all Insureds to facilitate the proper and accurate completion of this Application for the proposed Policy.  Signing of this Application does not bind the undersigned to purchase the insurance, but it is agreed that this Application shall be the basis of the contract should a Policy be issued.  The undersigned agrees that if after the date of this Application and prior to the effective date of any Policy based on this Application, any occurrence, event or other circumstance should render any of the information contained in this Application inaccurate or incomplete, then the undersigned shall notify the Insurer of such occurrence, event or circumstance and shall provide the Insurer with information that would complete, update or correct such information.  Any outstanding quotations may be modified or withdrawn at the sole discretion of the Insurer.

The information requested in this Application is for underwriting purposes only and does not constitute notice to the Insurer under any Policy of a Claim or potential Claim.  All such notices must be submitted to the Insurer pursuant to the terms of the Policy, if and when issued.

The undersigned acknowledges that he or she is aware that Defense Costs reduce and may exhaust the applicable Limits of Liability.  The Insurer is not liable for any Loss (which includes Defense Costs) in excess of the applicable Limits of Liability.

This Application must be signed by the Chairman of the Board or by the President:

Signed:


Title:


Corporation:


Date:


A POLICY CANNOT BE ISSUED UNLESS THIS APPLICATION IS PROPERLY SIGNED AND DATED.

ANY PERSON WHO, WITH INTENT TO DEFRAUD OR KNOWINGLY THAT (S)HE IS FACILITATING A FRAUD AGAINST AN INSURER, SUBMIT AN APPLICATION OR FILES A CLAIM CONTAINING A FALSE OR DECEPTIVE STATEMENT MAY BE GUILTY OF INSURANCE FRAUD.

FOR NEW YORK RESIDENTS ONLY:

WARNING

ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY OR OTHER PERSON, FILES AN APPLICATION FOR INSURANCE OR STATEMENT OF CLAIM CONTAINING ANY MATERIALLY FALSE INFORMATION, OR CONCEALS FOR THE PURPOSE OF MISLEADING INFORMATION CONCERNING ANY MATERIAL FACT THERETO, COMMITS A FRAUDULENT INSURANCE ACT, WHICH IS A CRIME AND SHALL ALSO BE SUBJECT TO A CIVIL PENALTY NOT TO EXCEED FIVE THOUSAND DOLLARS AND THE STATED VALUE OF THE CLAIM FOR EACH SUCH VIOLATION.

This Application must be signed by the Chairman of the Board or by the President:

Signed:


Title:


Corporation:


Date:


A POLICY CANNOT BE ISSUED UNLESS THE APPLICATION IS PROPERLY SIGNED AND DATED.

Please submit this Application, when completed, signed and dated to:

ACE USA Professional Risk 

D&O Division

140 Broadway

14th Floor

New York, NY  10005

