LexingtonInsuranceCompany

100 SUMMER STREET
BOSTON, MASSACHUSETTS 02110

APPLICATION FOR
SECURITIES BROKER/DEALER PROFESSIONAL LIABILITY INSURANCE

BROKER/DEALER PROFESSIONAL LIABILITY INSURANCE IS WRITTEN ON A CLAIMS-MADE BASIS AND COVERS ONLY CLAIMS FIRST MADE AGAINST THE INSURED DURING THE POLICY PERIOD OR THE DISCOVERY PERIOD, IF PURCHASED, AND REPORTED DURING THE POLICY PERIOD OR THE DISCOVERY PERIOD, IF PURCHASED.

THE LIMIT OF LIABILITY AVAILABLE TO PAY JUDGMENTS OR SETTLEMENTS SHALL BE REDUCED BY AMOUNTS INCURRED AS DEFENSE COSTS. AMOUNTS INCURRED FOR DEFENSE COSTS SHALL BE APPLIED AGAINST THE RETENTION AMOUNT.

THE APPLICANT AND ALL SUBSIDIARIES ARE COLLECTIVELY REFERRED TO IN THIS APPLICATION AS THE “COMPANY.”
The following information of the Broker/Dealer and all Subsidiaries
to be covered must accompany this application:

PLEASE ATTACH COPIES OF THE FOLLOWING:

1. Securities Broker/Dealer's latest audited annual report, as well as the last two 10-Ks and last two 10-Qs filed with the SEC (if publicly traded); 

2. Latest quarterly Focus part II reports as filed with regulatory bodies;

3. Copy of the most current BD form filed with the SEC;

4. List of approved investment vehicles for sale by Securities Broker/Dealer's Registered Representatives, including approved life insurance companies and their products, as well as adherence guidelines;

5. Securities Broker/Dealer's “due diligence” guidelines for approving investment vehicles to be sold;

6. Comments and recommendations made by the SEC, NASD, state securities regulatory authority, state insurance department or any other regulatory body including any self regulatory organization following its latest exam of the Securities Broker/Dealer.  Also, please attach the firm's response letter.

7. All certifications filed with the SEC, any banking regulator or any equivalent foreign, state or local body.

8. Latest CPA management letter and responses to any recommendations made therein.

All information provided in response to the request above, whether physically provided or indicated as available by website, shall be deemed incorporated in this Application. 

APPLICANT AND SUBSIDIARY GENERAL INFORMATION

1.
(a)
Name and Mailing Address of Applicant Broker/Dealer:
























2.
(a)
Limit of Liability requested

(b) 
Each Wrongful Act or series of continuous, repeated of Interrelated Wrongful Acts.

$
In the Aggregate

(c)
Deductible requested: $


3. 
Provide details of the following insurance policies for the Applicant and its Subsidiaries (where applicable):

	Insurance
	Carrier
	Limits

(in MMs)
	Premium
	Expatriation Date

	D&O Liability
	
	
	
	

	E&O Liability
	
	
	
	

	Crime/Fidelity
	
	
	
	

	Employment 

Practices
	
	
	
	

	Fiduciary Liability
	
	
	
	


Please answer the following questions:

1.
State of Incorporation












2.
Year Broker-Dealer was Established










3.
Number of Offices in USA and Canada










4.
Number of Offices elsewhere











5. Name Parent Company(ies)











6.
Has the Securities Broker-Dealer been the subject of any merger 


( Yes

( No

and/or Acquisitions during the past three (3) years?

If “YES”, attach full details.

7.
Has the Securities Broker-Dealer revealed publicly that it is the 


( Yes

( No

subject of any pending merger and/or acquisition?

If “YES”, attach full details.

8.
Number of Registered Representatives:



Producers














Non-Producing Executives/Managers











Other (Back Office)













Total













9.
Do all Registered Representatives enter into a standard 



( Yes

( No

contract with the Securities Broker-Dealer?

10.
Does the Securities Broker-Dealer’s contract with its 



( Yes

( No

Registered Representatives provide for indemnification 

for the Securities Broker-Dealer?

11.
Does the Securities Broker-Dealer contract with its Registered 


( Yes

( No

Representatives contain an arbitration clause?

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











%
TOTAL









  
     100%

14.
Total annual commission revenue for all products 

(including life insurance and annuity sales):









15.
Average Daily Trading Volume:



















( per Month

16.
Total numbers of securities trades executed:




( 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?


( Yes

( No

If “NO”, please indicate the name of the Clearing 

Agent used. 













23.
Do all clients or customers sign a standard contract



( Yes

( 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 


( Yes

( No

from the client agreement?

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


%





27.
Does the Securities Broker-Dealer’s Compliance Department


( Yes

( No

review all client contracts?

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 a separate sheet with FULL DETAILS regarding all cases in the last five (5) years involving monetary settlements or awards in excess of $5,000, including the name of the claimant(s), and registered representatives involved; date of notice letter; complaint or claim; nature of allegations; type of investment at issue; damages alleged; amount of defense costs paid; and outcome, including amount of award or settlement.

32.
Have any of the Securities Broker-Dealer’s Registered 



( Yes

( No

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.

33.
Previous Securities Broker/Dealer Professional Liability Insurance


Insurer:  





Limits:  






Policy Term:  





Premium:  






34.
Has any insurer refused or cancelled or non-renewed this type of 


( Yes

( No


Coverage in the last five (5) years?

If “YES”, attach full details.

35.
Have any Professional Liability (E&O) claims (whether covered or 

( Yes

( No


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.

	CLAIM HISTORY AND WARRANTY

	Please answer with respect to the Company for which coverage is sought.
	

	1.

After due inquiry:

(a)
Has there been or is there now pending any Claim(s) against any past, present, future partner, officer, director, trustee or employee of the Company in his or her capacity as such or against the Company? 
	
( Yes ( No

_______________

Initial of Authorized Officer

	
	

	(b)
Does the Company or any past, present or future partner, officer, director, trustee or employee of the Company have knowledge or information of any fact, act, or circumstance that may give rise to a claim under the expiring or proposed policy? 
	
( Yes ( No

_______________

Initial of Authorized Officer

	If “Yes” to 1.a. and/or 1.b., attach full details on a separate sheet.  Please include details of any notice of circumstance provided to any insurance carrier, which has not come to fruition as a “Claim.”
	

	
	

	2.
It is agreed with respect to Question 1 above, that if the Company or any past, present or future partner, officer, director, trustee or employee of the Company has such knowledge or information, any Claim or action arising out of, based upon, attributable to or arising therefrom is excluded from this proposed coverage as to each and every Insured.
	_______________

Initial of Authorized Officer


IMPORTANT NOTICE

APPLICANT WARRANTS THAT ITS PROPERTIES ARE IN COMPLIANCE WITH STATUTORY AND REGULATORY REQUIREMENTS FOR THE PERSONS WITH PHYSICAL HANDICAPS.  APPLICANT UNDERSTANDS AND ACCEPTS THAT PREMIUM IS FULLY EARNED AT INCEPTION.  APPLICANT ALSO UNDERSTANDS THAT THIS INSURANCE IS BEING APPLIED FOR WITH AN INSURER THAT IS NOT LICENSED BY YOUR STATE’S INSURANCE DEPARTMENT.  IN CASE OF INSOLVENCY, PAYMENT OF CLAIMS MAY NOT BE GUARANTEED BY YOUR STATE’S GUARANTEE FUND.

ALL WRITTEN STATEMENTS AND MATERIALS FURNISHED TO THE COMPANY SUBMITTED IN CONJUNCTION WITH THIS APPLICATION ARE HEREBY INCORPORATED BY REFERENCE INTO THIS APPLICATION AND MADE A PART HEREOF.

THIS APPLICATION DOES NOT BIND THE APPLICANT TO BUY, OR THE COMPANY TO ISSUE THE INSURANCE, BUT IT IS AGREED THAT THIS FORM SHALL BE THE BASIS OF THE CONTRACT AND SHOULD A POLICY BE ISSUED, IT WILL BE ATTACHED TO AND MADE A PART OF THE POLICY.

THE UNDERSIGNED APPLICANT DECLARES THAT THE STATEMENTS SET FORTH IN THIS APPLICATION ARE TRUE.  THE APPLICANT FURTHER DECLARES THAT IF THE INFORMATION SUPPLIED ON THIS APPLICATION CHANGES BETWEEN THE DATE OF THIS APPLICATION AND THE TIME WHEN THE POLICY IS ISSUED, THE APPLICANT WILL IMMEDIATELY NOTIFY THE COMPANY OF SUCH CHANGES, AND THE COMPANY MAY WITHDRAW OR MODIFY ANY OUTSTANDING QUOTATIONS AND/OR AUTHORIZATIONS OR AGREEMENT TO BIND THIS INSURANCE.

IF AND WHEN A POLICY IS ISSUED THIS APPLICATION IS ATTACHED TO AND MADE A PART OF THE POLICY, SO IT IS NECESSARY THAT ALL QUESTIONS BE ANSWERED IN DETAIL. THE APPLICANT HEREBY ACKNOWLEDGES THAT HE/SHE IS AWARE THAT BY SIGNING BELOW WHERE INDICATED, THAT THIS SIGNED STATEMENT WILL BE ATTACHED TO THE POLICY.

NOTICE TO ARKANSAS APPLICANTS:  “ANY PERSON WHO KNOWINGLY PRESENTS A FALSE OR FRAUDULENT CLAIM FOR PAYMENT OF A LOSS OR BENEFIT, OR KNOWINGLY PRESENTS FALSE INFORMATION IN AN APPLICATION FOR INSURANCE IS GUILTY OF A CRIME AND MAY BE SUBJECT TO FINES AND CONFINEMENT IN PRISON.”

NOTICE TO COLORADO APPLICANTS: “IT IS UNLAWFUL TO KNOWINGLY PROVIDE FALSE, INCOMPLETE, OR MISLEADING FACTS OR INFORMATION TO AN INSURANCE COMPANY FOR THE PURPOSE OF DEFRAUDING OR ATTEMPTING TO DEFRAUD THE COMPANY.  PENALTIES MAY INCLUDE IMPRISONMENT, FINES, DENIAL OF INSURANCE, AND CIVIL DAMAGES.  ANY INSURANCE COMPANY OR AGENT OF AN INSURANCE COMPANY WHO KNOWINGLY PROVIDES FALSE, INCOMPLETE, OR MISLEADING FACTS OR INFORMATION TO A POLICYHOLDER OR CLAIMANT FOR THE PURPOSE OF DEFRAUDING OR ATTEMPTING TO DEFRAUD THE POLICYHOLDER OR CLAIMANT WITH REGARD TO A SETTLEMENT OR AWARD PAYABLE FROM INSURANCE PROCEEDS SHALL BE REPORTED TO THE COLORADO DIVISION OF INSURANCE WITHIN THE DEPARTMENT OF REGULATORY AGENCIES.”

NOTICE TO DISTRICT OF COLUMBIA APPLICANTS:  “WARNING: IT IS A CRIME TO PROVIDE FALSE OR MISLEADING INFORMATION TO AN INSURER FOR THE PURPOSE OF DEFRAUDING THE INSURER OR ANY OTHER PERSON.  PENALTIES INCLUDE IMPRISONMENT AND/OR FINES.  IN ADDITION, AN INSURER MAY DENY INSURANCE BENEFITS IF FALSE INFORMATION MATERIALLY RELATED TO A CLAIM WAS PROVIDED BY THE APPLICANT.”

NOTICE TO FLORIDA APPLICANTS: “ANY PERSON WHO KNOWINGLY AND WITH INTENT TO INJURE, DEFRAUD, OR DECEIVE ANY INSURER FILES A STATEMENT OF CLAIM OR AN APPLICATION CONTAINING ANY FALSE, INCOMPLETE, OR MISLEADING INFORMATION IS GUILTY OF A FELONY OF THE THIRD DEGREE.”

NOTICE TO KENTUCKY APPLICANTS: “ANY PERSON WHO KNOWINGLY AND WITH INTENT TO DEFRAUD ANY INSURANCE COMPANY OR OTHER PERSON FILES AN APPLICATION FOR INSURANCE CONTAINING ANY MATERIALLY FALSE INFORMATION OR CONCEALS, FOR THE PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT MATERIAL THERETO COMMITS A FRAUDULENT INSURANCE ACT, WHICH IS A CRIME.”

NOTICE TO LOUISIANA APPLICANTS:  “ANY PERSON WHO KNOWINGLY PRESENTS A FALSE OR FRAUDULENT CLAIM FOR PAYMENT OF A LOSS OR BENEFIT OR KNOWINGLY PRESENTS FALSE INFORMATION IN AN APPLICATION FOR INSURANCE IS GUILTY OF A CRIME AND MAY BE SUBJECT TO FINES AND CONFINEMENT IN PRISON.”

NOTICE TO MAINE APPLICANTS:  “IT IS A CRIME TO KNOWINGLY PROVIDE FALSE, INCOMPLETE OR MISLEADING INFORMATION TO AN INSURANCE COMPANY FOR THE PURPOSE OF DEFRAUDING THE COMPANY.  PENALTIES MAY INCLUDE IMPRISONMENT, FINES OR A DENIAL OF INSURANCE BENEFITS.”

NOTICE TO MINNESOTA APPLICANTS:  “A PERSON WHO SUBMITS AN APPLICATION OR FILES CLAIM WITH INTENT TO DEFRAUD OR HELPS COMMIT A FRAUD AGAINST AN INSURER IS GUILTY OF A CRIME.”

NOTICE TO NEW JERSEY APPLICANTS: “ANY PERSON WHO INCLUDES ANY FALSE OR MISLEADING INFORMATION ON AN APPLICATION FOR AN INSURANCE POLICY IS SUBJECT TO CRIMINAL AND CIVIL PENALTIES.”

NOTICE TO NEW MEXICO APPLICANTS:  “ANY PERSON WHO KNOWINGLY PRESENTS A FALSE OR FRAUDULENT CLAIM FOR PAYMENT OF A LOSS OR BENEFIT OR KNOWINGLY PRESENTS FALSE INFORMATION IN AN APPLICATION FOR INSURANCE IS GUILTY OF A CRIME AND MAY BE SUBJECT TO CIVIL FINES AND CRIMINAL PENALTIES.”

NOTICE TO NEW YORK APPLICANTS: “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, CONCEALS FOR THE PURPOSE OF MISLEADING, INFORMATION CONCERNING ANY FACT MATERIAL 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.”

NOTICE TO OHIO APPLICANTS: “ANY PERSON WHO, WITH INTENT TO DEFRAUD OR KNOWING THAT HE IS FACILITATING A FRAUD AGAINST AN INSURER, SUBMITS AN APPLICATION OR FILES A CLAIM CONTAINING A FALSE OR DECEPTIVE STATEMENT IS GUILTY OF INSURANCE FRAUD.”

NOTICE TO OKLAHOMA APPLICANTS: “WARNING: ANY PERSON WHO KNOWINGLY, AND WITH INTENT TO INJURE, DEFRAUD OR DECEIVE ANY INSURER, MAKES ANY CLAIM FOR THE PROCEEDS OF AN INSURANCE POLICY CONTAINING ANY FALSE, INCOMPLETE OR MISLEADING INFORMATION IS GUILTY OF A FELONY.”

NOTICE TO PENNSYLVANIA APPLICANTS:  "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 FACT MATERIAL THERETO COMMITS A FRAUDULENT INSURANCE ACT, WHICH IS A CRIME AND SUBJECTS SUCH PERSON TO CRIMINAL AND CIVIL PENALTIES." 

NOTICE TO VIRGINIA APPLICANTS:  “IT IS A CRIME TO KNOWINGLY PROVIDE FALSE, INCOMPLETE OR MISLEADING INFORMATION TO AN INSURANCE COMPANY FOR THE PURPOSE OF DEFRAUDING THE COMPANY.  PENALTIES INCLUDE IMPRISONMENT, FINES AND DENIAL OF INSURANCE BENEFITS.”

NOTICE TO WEST VIRGINIA APPLICANTS:  “ANY PERSON WHO KNOWINGLY PRESENTS A FALSE OR FRAUDULENT CLAIM FOR PAYMENT OF A LOSS OR BENEFIT OR KNOWINGLY PRESENTS FALSE INFORMATION IN AN APPLICATION FOR INSURANCE IS GUILTY OF A CRIME AND MAY BE SUBJECT TO FINES AND CONFINEMENT IN PRISON.”

________________________________________________________________

Signature of Owner, Partner, Member, Principal, or Officer


Authorized to Sign as Applicant

Applicant’s Printed Name:___________________________________________

Title:  ___________________________________________________________

Date:
___________________________________________________________

Producer Name: ___________________________________________________

License #:          ___________________________________________________

IF A POLICY IS ISSUED THE APPLICATION IS ATTACHED TO AND MADE A PART OF THE POLICY SO IT IS NECESSARY THAT ALL QUESTIONS BE ANSWERED IN DETAIL.

PLEASE READ THE FOLLOWING STATEMENT CAREFULLY AND SIGN BELOW WHERE INDICATED.  IF THIS POLICY IS ISSUED, THIS SIGNED STATEMENT WILL BE ATTACHED TO THE POLICY.

The Applicant hereby acknowledges that he/she/it is aware that the limit of liability contained in this policy shall be reduced, and may be completely exhausted, by the costs of claims expenses which include but are not limited to attorneys fees and, in such event, the insurer shall not be liable for the costs of claims expenses or for the amount of any judgment or settlement to the extent that such exceeds the limit of liability of this policy.

This Applicant hereby further acknowledges that he/she/it is aware that claims expenses that are incurred shall be applied against the retention amount.

________________________________________________________________

Signature of Owner, Partner, Member, Principal, or Officer


Authorized to Sign as Applicant

Applicant’s Printed Name:___________________________________________

Title:____________________________________________________________

Date:
__________________________________________________________

9

