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One of the primary responsibilities of a surplus line broker is to ensure that a diligent 
search is performed amongst admitted insurers that write a risk before placing the risk in 
the surplus lines market. 
To ensure that the search is performed, the broker must provide a completed Diligent 
Search Report (SL-2 form) with the policy to the Insurance Commissioner or his/her 
designee.
Because the Diligent Search Report requires detailed information about the risk being 
placed, the completion of the form remains a problem with the brokers and agents who 
conduct the search.
The purpose of this guide is to break down the eight sections that comprise the SL-2 
form. When the sections are deconstructed, it should be easier to focus on what is 
required to complete the form correctly.
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} Per California Insurance Code (CIC), Section 1763 (a):
◦ A surplus line broker may solicit and place insurance for a home state insured, 

other than as excepted in Section 1761, with surplus line insurers only if that 
insurance cannot be procured from insurers admitted for the particular class or 
classes of insurance and that actually write the particular type of insurance in this 
state.

◦ Each surplus line broker shall be responsible to ensure that a diligent search is 
made among insurers that are admitted to transact are actually writing the 
particular type of insurance in this state before procuring the insurance for a 
home state insured from a surplus line insurer.

◦ In addition, each surplus line broker shall file a standardized form to be 
prescribed by the Commissioner setting forth the diligent efforts to place 
coverage with admitted insurers and the results of these efforts.
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} The person signing the Diligent Search Report (SL-2 form) must hold a California 
Property & Casualty (P&C) license. 

} The person signing the SL-2 form must have performed the diligent search or 
supervised an unlicensed person who conducted the search.

} It shall be prima facie evidence that a diligent search was conducted among three 
admitted insurers that write that particular type of insurance when the form has been 
filed with the Commissioner or his/her designee.
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} Insurance may not be placed with a surplus line insurer for the purpose of procuring a 
rate lower than the lowest rate accepted by any admitted insurer. (CIC § 1763 (a))
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} There are only two exceptions to performing a diligent search:  
◦ Coverage is on the Export List

http://www.slacal.org/brokers/export-list
or

◦ The insured qualifies under AB 315’s definition of a commercial insured

http://leginfo.legislature.ca.gov/faces/codes_displayText.xhtml?lawCode=INS
&division=1.&title=&part=2.&chapter=6.&article
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} Line 1: Enter the first and last name of the P&C licensed individual who performed or 
supervised the diligent search.
◦ Organizational/entity names are not acceptable on Line 1.

} Sections 1(A) through (D): Enter the individual’s license number or the organization’s 
name and license number.
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} 2(A): Enter the name of the insured. 
◦ The name should match the name of the insured on the Confidential Report of Placement 

(SL-1 form), policy declaration page, certificate, binder or cover note.
} 2(B): Enter the mailing address of insured. 
} 2(C): Enter the description of the risk being insured, such as a building, home, laundromat, etc.
◦ Do not enter the type of coverage. 

} 2(D): Enter the physical location of the risk. 
◦ P.O. Boxes are not acceptable.
◦ If you have entered a P.O. Box on 2(B) do not state Same as Above for 2(D).

} 2(E): Enter the export list or coverage code. 
◦ See instructions for coverage codes or Export List. 
◦ Should be consistent with the SL-1. 

mailto:https://www.slacal.com/docs/default-source/general-content-documents/Filing-Forms/sl2-instructions.pdf?sfvrsn=50f360cf_2?sfvrsn=50f360a0_4
https://www.slacal.com/docs/default-source/general-content-documents/Filing-Forms/sl2-instructions.pdf
https://www.slacal.com/brokers/export-list
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} Section 3(A) through (C): 
◦ Only complete if coverage is private passenger auto liability.
◦ If the risk is eligible under CAARP, the risk cannot be placed with a 

nonadmitted insurer.
} Section 4: Only complete if health insurance is purchased.
} Section 5: Only complete if coverage was placed with a risk purchasing group.
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} Section 6(A): Enter a description of what diligent 
efforts were made to place this coverage with 
admitted insurers and how you tried to place this 
risk with admitted insurers. 
◦ This question must be answered and cannot 

be deferred to another question on the form. 
◦ A search must be performed for all new and 

renewal policies (even if the insured wants to 
remain with the surplus line insurer).  

} Section 6(B): If the diligent search was 
performed by someone other than the person 
named on Line 1, enter the first and last name of 
that person. 

*Captive agents can still perform the diligent search 
by researching through the internet, discussing the 
market with wholesalers and other agents, or years of 
knowledge from industry experience.  In our 
experience, the captive agent would skip section 7(B)  
because they did not submit an application to three 
admitted insurers and complete section 8(A) and 8(B) 
or 8(A) and 8(C).
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} If you checked the YES         on 7(A), proceed to 7(B).  
◦ If you checked the NO         , skip to 8(A).

} Enter the full name of the admitted company or NAIC number in the first block so the SLA can identify the exact 
admitted insurer contacted.  
◦ The admitted insurer must be authorized in California for the type of risk being placed.

◦ An insurer listed on the AM Best Guide does not automatically mean it is an admitted insurer in California for 
that coverage.

◦ You may enter a group name or NAIC number. But you cannot use multiple companies under the same group 
NAIC number nor list the group number more than once. 

} Enter the first and last name of the company representative and their phone number, or the insurer’s website 
address in the second block.
◦ The company representative’s email address is not acceptable in this section. 

https://interactive.web.insurance.ca.gov/companyprofile/companyprofile
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} If you entered the name of the company representative on the second block, check if the representative 
is an Employee (E) or Agent (A) in the third block.

◦ A declination through the insurer’s website is considered an ‘Employee.’ 

◦ A declination from a third-party broker is an ‘Agent.’ 

} Enter the month/year of declination in the fourth block.

◦ A current search should be performed within one year prior to the policy effective date.

} Enter one of four declination codes on the fifth block.

◦ 1-Company capacity reached, 2-Underwriting reason, 3-Refused to state, 4-Other
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} Sections 8(A) through (C): Only complete if Section 7(A) and 7(B) were not
completed and risk was not submitted to three admitted insurers.

} 8(A): If you checked the YES , then skip to 8(C) and state how you determined 
that the risk could not be insured by at least three admitted insurers. 

} 8(A): If you checked the NO , then on 8(B) state why the risk was submitted to 
less than three admitted insurers that write the type of insurance.



16

} The SL-2 must be signed by the licensee named on line 1.
◦ Digital signatures are only acceptable if listed on the Secretary of State’s List 

of Approved Digital Certification. 
� Secretary of State’s List of Approved Digital Certification

} The date of the signature must be after the search date, and the search date 
must be prior to the effective date of the policy.
◦ The date of the signature should not be prior to the month/year of 

declination on Section 7(B). The SL-2 must be signed after the diligent 
search was performed.

http://www.sos.ca.gov/administration/regulations/current-regulations/technology/digital-signatures/approved-certification-authorities


} When documents are incomplete or in violation of the CA Insurance Code, brokers are notified 
through ‘tags’ stating the error and what needs to be corrected.

◦ The SLA categorizes tags into standard, priority, and informational.

� Informational: requires viewing without a response. 
� Standard: Notifies the broker of errors, problems, discrepancies, or missing information in 

their filed documents and have 30-day or 90-day response times. 
� Priority: Notifies the broker of violations of a CA statute or regulation in their filed 

documents and have a 28-day response time. 

◦ The tag may be cleared by providing any missing information and/or providing corrected 
documents resolving the  discrepancies. 

◦ If a tag is not responded to at the end of its allotted time period or the tag response is 
inadequate, a report is sent to the California Insurance Investigations Division. 
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} If you have any questions, please contact the SLA 
Education and Compliance Department at: 

education@slacal.com
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