ADMINISTRATION

TITLE 11

DEPARTMENT OF BANKING AND INSURANCE

DIVISION OF INSURANCE

CHAPTER 1
ADMINISTRATION

Authority
N.J.S.A. 17:1-8.1 and 17:1-15e.

Source and Effective Date

R.2001 d.75, effective January 31, 2001.
See: 32 N.J.R. 4184(a), 33 N.J.R. 794(a), 33 N.J.R. 1920(a).

Executive Order No. 66(1978) Expiration Date
Chapter 1, Administration, expires on January 31, 2006.

Chapter Historical Note

Chapter 1, Plan of Organization of the Department of Insurance, was
adopted as R.1971 d.11, effective January 20, 1971, and codified at
N.J.A.C. 11:1 Subchapter 1. Notice was not published in the New
Jersey Register.

Subchapter 3, Cancellation for Nonpayment of Premium Where
Producer of Record Has Advanced Premium, was adopted as R.1972
d.168, effective August 25, 1972. See: 4 N.J.R. 128(b), 4 N.J.R.
221(b).

Subchapter 2, Filings; Property-Liability, was adopted as R.1973
d.120, effective May 1, 1973. See: 5 N.J.R. 113(a), 5 N.J.R. 190(b).

Subchapter 5, Administrative Orders and Declarations, was adopted
as Emergency New Rule, R.1974 d.237, and the Motor Vehicle Liability
Security Fund was declared exhausted, effective August 22, 1974. See:
6 NJ.R. 351(d).

Subchapter 4, Unfair Discrimination, was adopted as R.1975 d.128,
effective September 1, 1975. See: 7 N.J.R. 168(a), 7 NJ.R. 276(b).

Subchapter 6, New Jersey Property-Liability Insurance Guaranty
Association, was adopted as R.1975 d.170, effective July 1, 1975. See:
7 N.JR. 229(a), 7 N.J.R. 334(b).

Subchapter 10, Insurance Licensing of Financial Institutions, was
adopted as R.1976 d.166, effective May 27, 1976. See: 8 N.J.R. 233(a),
8 N.J.R. 300(c).

Subchapter 11, Conduct Constituting Violations by Brokers and
Agents, was adopted as R.1976 d.235, effective July 22, 1976. See: 8
N.J.R. 287(e), 8 N.J.R. 398(b).

Subchapter 7, Service and Placement Fees, was adopted as R.1976
d.266, effective August 23, 1976. See: 7 N.J.R. 468(a), 8 N.J.R. 422(b).

Subchapter 8, Property—Casualty Agents, was adopted as R.1976
d.267, effective October 1, 1976. See: 7 N.J.R. 469(a), 8 N.J.R. 423(a).

Subchapter 12, Corporate and Partnership Licensee Requirements,
was adopted as R.1976 d.412, effective December 16, 1976, operative
March 1, 1977. See: 8 N.J.R. 421(c), 9 N.J.R. 24(b).

Subchapter 13, Disclosure Agreements for Motor Club Service Con-
tracts Sold in Connection with Automobile Insurance Policies, was
adopted as R.1982 d.177, effective June 7, 1982, operative August 15,
1982. See: 13 N.J.R. 879(b), 14 N.J.R. 579(a).

Subchapter 14, Insurance Licensees, was adopted as R.1982 d.336,
effective October 4, 1982, operative November 19, 1982. See: 14
N.J.R. 748(a), 14 N.J.R. 1099(b).
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Subchapter 9, Agents for Life Insurance, Health Insurance and
Annuity Contracts~Temporary Licensing, was adopted as R.1983 d.603,
effective January 3, 1984. See: 15 N.J.R. 1828(a), 16 N.J.R. 49(c).

The Executive Order No. 66(1978) expiration date of Subchapter 5,
Administrative Orders and Declarations, was extended by gubernatorial
directive from June 6, 1984 to September 6, 1984. See: 16 N.J.R.
1451(a).

Pursuant to Executive Order No. 66(1978), Subchapter 5, Adminis-
trative Orders and Declarations, was readopted as R.1984 d.426, effec-
tive October 1, 1984. See: 16 N.J.R. 168%(a), 16 N.J.R. 2677(a), 17
N.J.R. 2566(a).

Subchapter 15, Petitions for Rules, was adopted as R.1984 d.511,
effective November 5, 1984. See: 16 N.JR. 2224(b), 16 NJ.R.
3033(b).

Subchapter 10, Insurance Licensing of Financial Institutions, was
repealed by R.1985 d.69, effective February 19, 1985. See: 16 N.J.R.
2919(a), 17 NJ.R. 458(a).

Subchapter 20, Canceliation and Nonrenewal of Property and Casual-
ty/Liability Insurance Policies, was adopted as Emergency New Rule,
R.1985 d.507, effective September 17, 1985, to expire November 16,
1985. See: 17 NJ.R. 2460(a). The provisions of R.1985 d.507 were
readopted without change as R.1985 d.627 effective November 16, 1985.
See: 17 N.J.R. 2978(b). The provisions of R.1985 d.626 were readopted
without change as R.1986 d.27, effective January 14, 1986. See: 18
N.JR. 419(b).

Pursuant to Executive Order No. 66(1978), Subchapter 20, Cancella-
tion and Nonrenewal of Property and Casualty/Liability Insurance
Policies, was readopted as R.1985 d.627, effective November 16, 1985.
See: 17 N.J.R. 2978(b).

Subchapter 21, Loss Reserve Opinions, was adopted as R.1985 d.711,
effective January 21, 1986. See: 17 N.J.R. 2596(a), 18 N.J.R. 196(b).

Subchapter 18, Approval of Business Names, was adopted as R.1986
d.10, effective February 3, 1986. See: 17 N.J.R. 41(a), 18 NJ.R.
278(a).

Subchapter 19, Branch Offices, was adopted as R.1986 d.11, effective
February 3, 1986. See: 17 N.J.R. 42(a), 18 N.J.R. 280(a).

Subchapter 20, Cancellation and Nonrenewal of Property and Casual-
ty/Liability Insurance Policies, was repealed, and Subchapter 20, Can-
cellation and Nonrenewal of Commercial and Homeowners’ Insurance
Policies, was adopted as new rules, effective July 7, 1986, with portions
operative July 28, 1986, and Subchapter 22, Prohibition of Certain
Cancellation and Nonrenewal Activity, was adopted as R.1986 d.272,
effective July 7, 1986. See: 18 N.J.R. 457(b), 18 NJ.R. 1388(a).

Subchapter 16, Requirements for Filing a Downward Deviation in
Currently Approved Rates, was adopted as R.1986 d.478, effective
December 15, 1986. See: 18 N.LR. 1998(a), 18 N.J.R. 2458(a).

Subchapter 25, Official Department Mailing List: Address Informa-
tion, was adopted as R.1988 d.64, effective February 1, 1988. See: 19
N.JR. 2236(a), 20 N.J.R. 294(b).

Subchapter 9, Agents for Life Insurance, Health Insurance and
Annuity Contracts-Temporary Licensing, Subchapter 14, Insurance Li-
censees, Subchapter 18, Approval of Business Names, and Subchapter
19, Branch Offices, were repealed by R.1988 d.186, effective April 18,
1988. See: 20 N.J.R. 225(c), 20 N.J.R. 904(b).

Pursuant to Executive Order No. 66(1978), Subchapter 20, Cancella-
tion and Nonrenewal of Commercial and Homeowners’ Insurance
Policies, and Subchapter 22, Prohibition of Certain Cancellation and
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Nonrenewal Activity, were readopted as R.1988 d.341, effective June
24, 1988. See: 20 N.LR. 1061(a), 20 N.J.R. 1720(a).

Subchapter 10, Admission Requirements for Foreign and Alien
Property and Casualty Insurers, was adopted as new rules by R.1989
d.329, effective June 19, 1989. See: 21 N.J.R. 426(a), 21 NJ.R.
1702(a).

Subchapter 26, Annual Publication of Insurer Profitability Informa-
tion, was adopted as R.1989 d.538, effective October 16, 1989. See: 21
N.J.R. 2181(a), 21 N.J.R. 3297(c).

Subchapter 3, Cancellation for Nonpayment of Premium Where
Producer of Record Has Advanced Premium, Subchapter 7, Service
and Placement Fees, Subchapter 8, Property-Casualty Agents, and
Subchapter 13, Disclosure Agreements for Motor Club Service Con-
tracts Sold in Connection with Automobile Insurance Policies, were
repealed by R.1990 d.11, effective January 2, 1990. See: 21 N.JR.
1317(a), 22 N.J.R. 30(b).

Subchapter 28, Formation of a Domestic Property and Casualty
Insurance Corporation (Stock or Mutual) or Reciprocal Insurance
Exchange, was adopted as R.1990 d.162, effective March 19, 1990. See:
21 N.J.R. 3607(a), 22 N.J.R. 954(b), 22 N.J.R. 1266(a).

Subchapter 29, Temporary Certificate of Authority, was adopted as
R.1991 d.15, effective January 7, 1991. See: 22 N.J.R. 2453(a), 23
N.J.R. 100(a).

Pursuant to Executive Order No. 66(1978), Chapter 1, Administra-
tion, was readopted as R.1991 d.101, effective January 31, 1991. See:
22 N.J.R. 3686(a), 23 N.J.R. 690(b).

Subchapter 32, Fees was adopted as new rules by R.1991 d.303,
effective June 17, 1991, operative July 1, 1991. See: 23 N.J.R. 825(a),
23 N.J.R. 1948(a).

Subchapter 6, New Jersey Property-Liability Insurance Guaranty
Association, was repealed, and a new Subchapter 6, New Jersey Proper-
ty-Liability Insurance Guaranty Association Assessment Premium Sur-
charge was adopted as new rules by R.1991 d.461, effective September
3,1991. See: 23 N.J.R. 823(b), 23 N.J.R. 2638(a).

Subchapter 33, Public Advocate Reimbursement Disputes, was
adopted as new rules by R.1993 d.179, effective April 19, 1993. See:
24 N.J.R. 2706(a), 25 N.J.R. 1764(c).

Subchapter 35, Insurance Holding Company Systems, was adopted as
emergency new rules by R.1993 d.445, effective August 16, 1993, to
expire October 15, 1993. See: 25 N.J.R. 4275(a). The provisions of
R.1993 d.445 were readopted without change as R.1993 d.554, effective
October 15, 1993. See: 25 N.J.R. 4275(a), 25 N.J.R. 5170(b).

Subchapter 36, Examination of Insurers, was adopted as emergency
new rules by R.1993 d.446, effective August 16, 1993, to expire October
15, 1993. See: 25 NJ.R. 4284(a). The provisions of R.1993 d.446
were readopted as R.1993 d.555, effective October 15, 1993. See: 25
N.J.R. 4284(a), 25 N.J.R. 5180(a).

Subchapter 3, Disability Discrimination Grievance Procedure, was
adopted as new rules by R.1993 d.618, effective December 6, 1993.
See: 25 N.UJ.R. 1327(a), 25 N.J.R. 5666(b). Subchapter 3 is exempt
from expiration under 28 C.F.R. Part 35.

Subchapter 34, Surplus Lines: Exportable List, was adopted as new
rules by R.1994 d.7, effective January 3, 1994. See: 24 N.J.R. 4331(a),
26 NJ.R. 236(b).

Subchapter 31, Surplus Lines Insurer Eligibility, was adopted as new
rules by R.1994 d.102, effective February 22, 1994. See: 25 N.J.R.
1819(a), 26 N.J.R. 1096(a).

Subchapter 37, Licensing of Public Adjusters, was adopted as new
rules by R.1994 d.207, effective April 18, 1994. See: 25 N.J.R. 5432(a),
26 N.J.R. 327(a), 26 N.J.R. 1711(a).

Subchapter 7, Medical Malpractice Reporting Requirements, was
adopted as new rules by R.1994 d.493, effective September 19, 1994.
See: 26 N.J.R. 1433(a), 26 N.J.R. 3864(a).
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Subchapter 39, Disclosure of Material Transactions, was adopted as
new rules by R.1995 d.234, effective May 1, 1995. See: 27 NJ.R.
816(a), 27 N.J.R. 1802(a).

Subchapter 21A, Actuarial Opinion and Memorandum for Life/
Health Insurers, was adopted as new rules by R.1995 d.605, effective
November 20, 1995. See: 27 N.J.R. 2998(a), 27 N.J.R. 4720(a).

Subchapter 26, Annual Publication of Insurer Profitability Informa-
tion, Subchapter 29, Temporary Certificate of Authority, and Subchap-
ter 33, Public Advocate Reimbursement Disputes, were repealed by
R.1996 d.116, effective March 4, 1996. See: 27 N.J.R. 4121(a), 28
N.JR. 1382(a).

Subchapter 38, Oversight of Fireman’s Relief Associations, was
adopted as new rules by R.1996 d.125, effective March 4, 1996,
operative March 4, 1996, except for N.J.A.C. 11:1-38.4 which shall be
operative January 1, 1997. See: 27 N.J.R. 634(a), 28 N.J.R. 1384(a).

Pursuant to Executive Order No. 66(1978), Chapter 1, Administra-
tion, was readopted as R.1996 d.116, effective January 31, 1996. See:
27 N.J.R. 4121(a), 28 N.J.R. 1382(a).

Petition for Rulemaking. See: 29 N.JL.R. 707(c), 29 N.J.R. 948(b).

Subchapter 41, Surety Bonds for Contracts Involving the State, Local
Contracting Units, Boards of Education, State Colleges and County
Colleges, was adopted as R.1996 d.496, effective October 21, 1996.
See: 28 N.J.R. 3505(a), 28 N.J.R. 4582(a).

Subchapter 38, Oversight of Firemen’s Relief Associations, was
adopted as R.1996 d.125, effective March 4, 1996, operative March 4,
1996, except for N.J.A.C. 11:1-38.4 which became operative July 1,
1997. See: 27 N.J.R. 634(a), 28 N.J.R. 1384(a), 29 N.JR. 425(a).

Subchapter 43, Unusual Hardship For Covered Claims Under The
New Jersey Property-Liability Insurance Guaranty Association and
New Jersey Surplus Lines Insurance Guaranty Fund, was adopted as
R.1997 d.512, effective December 1, 1997. See: 29 N.J.R. 3765(a), 29
N.J.R. 5065(b).

Subchapter 24, Use of Credit Cards, Charge Cards, Debit Cards Or
Direct Account Deduction (Alternative Payment Method) To Pay
Insurance Premiums, was adopted as R.1998 d.276, effective June 1,
1998. See: 29 N.J.R. 3588(a), 30 N.J.R. 2003(a).

Pursuant to Executive Order No. 66(1978), Chapter 1, Administra-
tion, was readopted as R.2001 d.75, effective January 31, 2001. See:
32 N.J.R. 4184(a), 33 N.J.R. 794(a).
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11:1-39.2
11:1-39.3
11:1-39.4

Purpose and scope

Definitions

Disclosure of transactions

Acquisitions and dispositions of assets; reporting require-
ments

Nonrenewals, cancellations or revisions of ceded reinsur-
ance agreements; reporting requirements

Penalties

11:1-39.5

11:1-39.6

SUBCHAPTER 40. (RESERVED)

SUBCHAPTER 41. SURETY BONDS FOR CONTRACTS
INVOLVING THE STATE, LOCAL CONTRACTING
UNITS, BOARDS OF EDUCATION, STATE
COLLEGES AND COUNTY COLLEGES

11:141.1
11:1-41.2
11:1-41.3
11:1-41.4

Purpose and scope

Definitions

Rating company

Treasury listed surety companies and alternative require-
ments to Treasury listing

11:1-41.5 Penalties

COVERED CLAIMS UNDER THE NEW JERSEY
PROPERTY-LIABILITY INSURANCE GUARANTY
ASSOCIATION AND NEW JERSEY SURPLUS
LINES INSURANCE GUARANTY FUND
11:1-43.1
11:1-43.2
11:1-43.3
11:1-43.4
11:1-43.5

Purpose and scope

Definitions

Unusual hardship

Request for review by the Commissioner
Confidentiality

SUBCHAPTER 44. STANDARDS FOR SAFEGUARDING
CUSTOMER INFORMATION

11:1-44.1 Purpose and scope

11:1-44.2  Definitions

11:1-44.3 Information security program

11:1-44.4 Objectives of information security program

11:144.5 Examples of methods of development and implementation

11:1-44.6  Assessment of risk

11:1-44.7 Management and control of risk

11:1-44.8 Service provider agreements

11:1-44.9 Adjustment of the program

11:1-44.10 Violations

11:1-44.11 Effective date

SUBCHAPTER 45. NOTICE TO POLICYHOLDERS OF
CONSUMER INSURANCE RATE INCREASES

11:1-45.1 Purpose and scope
11:1-45.2  Definitions

11:1-45.3 Form of notice required
11:1-45.4 Penalties

APPENDIX
SUBCHAPTER 46. STOCK WORKERS’
COMPENSATION SECURITY FUND

11:1-46.1 Purpose and scope
11:1-46.2 Definitions

11:1-46.3 Contributions to stock fund
11:146.4 Penalties

SUBCHAPTER 47. ELECTRONIC TRANSACTIONS

11:1-47.1 Purpose and scope
11:1-47.2 Definitions

11:1-47.3  Electronic transactions
11:147.4 Penalties

SUBCHAPTER 1. ORGANIZATION

11:1-1.1 Organization

(a) The organization of the Department of Banking and
Insurance appears below.

(b) The mission of the Department of Banking and Insur-
ance is to regulate the banking, insurance and real estate
industries in a professional and timely manner that protects
and educates consumers and promotes the growth, financial
stability and efficiency of those industries.
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DEPT. OF INSURANCE

DEPARTMENT OF BANKING AND INSURANCE
December 2004

Commissioner
New Jersey Department of Banking and Insurance

Division of Banking Affirmative Action
Legislative and
Consumer Finance Regulatory Affairs
Public Affairs
| Depositories
Ethics
| Real Estate Commission
Pinelands Development
Credit Bank

Amended by R.1973 d.195, effective July 24, 1973.
See: 5 N.J.R. 282(c).

Amended by R.1974 d.89, effective April 9, 1974.
See: 6 N.J.R. 199(a).

Amended by R.1988 d.1, effective December 1, 1987.
See: 20 N.J.R. 99(a).

New organizational chart.

Amended by R.1988 d.454, effective August 26, 1988.
See: 20 N.J.R. 2377(a).

New organizational chart.

Amended by R.1991 d.476, effective August 23, 1991.
See: 23 N.J.R. 2862(c).

New organizational chart.

Amended by R.1994 d.557, effective October 17, 1994.
See: 26 N.J.R. 4405(a).

Amended by R.1996 d.124, effective February 8, 1996.
See: 28 N.J.R. 1382(b).

Amended by R.1996 d.385, effective July 15, 1996.
See: 28 N.I.R. 3797(a).

Amended by R.1997 d.395, effective August 25, 1997.
See: 29 N.J.R. 4137(b).

Replaced existing organizational chart with new chart.
Amended by R.2000 d.54, effective January 11, 2000.
See: 32 N.J.R. 475(a).

Amended by R.2001 d.75, effective March 5, 2001.
See: 32 NLJ.R. 4184(a), 33 N.J.R. 794(a).

Replaced existing organizational chart with new chart.
Amended by R.2003 d.139, effective April 7, 2003.
See: 34 N.J.R. 4041(a), 35 N.J.R. 1546(a).

Added (b). _

Amended by R.2005 d.30, effective December 14, 2004.
See: 37 N.J.R. 255(a).
Amended organizational chart.
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I 1
Administration Division of Insurance
BudgetFinance Consumer Protection
Services
Employee Relations Solvency Regulation
| [information Management Insurance Markets
Services
| | Administrative Services/ Life and Health
Records Management
| | Centralized Licensing Property/Liability
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11:1-1.2 Sharing of information with other insurance
departments

(a) The Commissioner may share any information regard-
ing the financial condition of insurers, including information
that is not subject to public inspection or copying pursuant
to the “Right to Know” law, N.J.S.A. 47:1A-1 et seq., with
the National Association of Insurance Commissioners or any
insurance regulatory of another state or U.S. territory, pro-
vided that such agency is authorized and irrevocably agrees
to hold such information confidential to the same extent as
is provided under the laws of this State.

(b) The Commissioner may enter into an agreement with
the National Association of Insurance Commissioners or any
insurance regulator of any state or U.S. territory by which
the Commissioner shall hold any information received from
such agency as confidential and not subject to public inspec-
tion or copying pursuant to the “Right to Know” law,
N.J.S.A. 47:1A~1 et seq., to the same extent such informa-
tion is required to be held confidential pursuant to that
agency’s laws or other requirements.

New Rule, R.1995 d.367, effective July 3, 1995.

See: 27 N.J.R. 1736(a), 27 N.J.R. 2582(a).

Recodified from N.J.A.C. 11:1-1.3 by R.2003 d.139, effective April 7,
2003.

See: 34 N.J.R. 4041(a), 35 N.J.R. 1546(a).
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11:1-33.2

11:1-32.9 Special purpose apportionment; de minimis
amounts

For purposes of collecting the special purpose apportion-
ment pursuant to N.J.S.A. 17:1C-19 et seq., the Commis-
sioner shall not collect de minimis amounts less than $20.00.
Amounts not so collected pursuant to this section shall be
reallocated among the remaining companies in accordance
with N.J.S.A. 17:1C-20.

Repeaj and New Rule, R.1996 d.484, effective October 7, 1996.
See: 28 N.J.R. 3223(a), 28 N.J.R. 4482(a).
Former section, “Miscellaneous fees”, repealed.

11:1-32.10 Penalties

(a) Failure to pay an applicable filing or application fee
at the time of filing or application may result in the filing or
application being rejected as incomplete.

(b) Failure to pay the applicable fee at the time of
making a request for service may result in the Department’s
refusal to provide such service.

(c) Failure to pay a special purpose apportionment when
due pursuant to N.J.S.A. 17:1C-19 et seq., shall result in the
imposition of penalties as authorized by law.

Recodified from 11:1-32.11 and amended by R.1996 d.484, effective
October 7, 1996.
See: 28 N.LR. 3223(a), 28 N.LR. 4482(a).
Former section, “Applicability of fees imposed by insurance laws of
this State”, recodified as 11:1-32.8.

11:1-32.11 (Reserved)

Recodified to 11:1-32.10 by R.1996 d.484, effective October 7, 1996.
See: 28 N.J.R. 3223(a), 28 N.J.R. 4482(a).
Section was “Penalties”.

SUBCHAPTER 33. SURPLUS LINES INSURANCE:
POLICY FORM APPROVAL PROCEDURES
AND STANDARDS

Authority
NJS.A. 17:1-8.1, 17:22-6.43, 17:22-6.45 and 17:22-6.41.

Source and Effective Date

R.2003 d.37, effective February 3, 2003.
See: 34 N.LR. 641(a), 35 N.LR. 612(a).

11:1-33.1 Purpose and scope

(a) These rules establish procedures and standards for
the acceptance or disapproval of policy forms submitted by
surplus lines agents in accordance with the Surplus Lines
Law, N.J.S.A. 17:22-6.40 et seq. Nothing in these rules shall
authorize the acceptance or use, or prohibit the disapproval,
of a policy form that is otherwise prohibited by another law
or rule.
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(b) These rules also set forth procedures for the procure-
ment of insurance from surplus lines insurers and ineligible
unauthorized insurers in accordance with NJ.S.A.
17:22-6.43, 6.45 and 6.47.

(c) These rules apply to all New Jersey licensed insurance
producers, including those with surplus lines authority who
file policy forms pursuant to N.J.S.A. 17:22-6.43(c), on
behalf of surplus lines insurers.

(d) These rules apply to surplus lines insurers and ineligi-
ble unauthorized insurers in accordance with N.J.S.A.
17:22-6.45(i).

11:1-33.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the con-

‘text clearly indicates otherwise:

“Authorized insurer” means a domestic, foreign or alien
insurer duly authorized by a Certificate of Authority issued
by the Commissioner of the Department of Banking and
Insurance of the State of New Jersey to transact the busi-
ness of insurance in this State.

“Commissioner” means the Commissioner of the New
Jersey Department of Banking and Insurance.

“Diligent effort” means a process by which a licensed
New Jersey insurance producer places coverage on behalf of
a New Jersey insured with a surplus lines insurer after the
risk has been declined by three authorized insurers, each of
which is authorized in New Jersey to write insurance of the
kind requested and is an insurer that the producer has a
good faith reason to believe might consider writing the type
of coverage or class of insurance involved.

“Export” or “exported” means to place with a surplus
lines insurer pursuant to the New Jersey Surplus Lines Law,
N.J.S.A. 17:22-6.40 et seq., insurance covering all or part of
a subject of insurance resident, located, or to be performed
in New Jersey.

“Exportable list” means a list of any class or classes of
insurance coverages or risks declared and promulgated by
the Commissioner pursuant to NJ.A.C. 11:1-34 for which
there is no reasonable or adequate market among autho-
rized insurers in this State.

“Ineligible unauthorized insurer” means a foreign or alien
insurer that is not duly authorized to transact business in
this State by a current certificate of authority issued pursu-
ant to the laws of this State and is not a surplus lines
insurer.

Y < EENNTSS

“Policy,” “policy forms,” “insurance policy” or “contract”
includes all forms, endorsements, exclusions and limitations.
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“Producer” means a person engaged in the business of an
insurance agent, insurance broker or insurance consultant
pursuant to N.J.S.A. 17:22A-1 et seq., who is licensed
pursuant to N.J.S.A. 17:22A~1 et seq., and who has property
casualty authority.

“SLEO” means the Surplus Lines Examining Office.

“Surplus lines agent” means a person licensed pursuant to
N.JS.A. 17:22A-1 et seq. and NJA.C. 11:17 with the
authority to place insurance coverages on behalf of surplus
lines insurers.

“Surplus lines insurer” means a foreign or alien insurer
that is eligible to transact surplus lines business in this State,
pursuant to N.J.S.A. 17:22-6.40 and N.J.A.C. 11:1-31.

11:1-33.3 Policy form filings

(a) A surplus lines agent may not use a policy form or
contract in the nonadmitted market unless such form or
contract has been filed with the Commissioner in accor-
dance with the requirements of this subchapter or is exempt
from form filing requirements as provided in (b) through (d)
below.

(b) A surplus lines agent may export coverage to a sur-
plus lines insurer, without making any filing pursuant to this
subchapter if the policy form or contract contains substan-
tially the same terms and conditions that are currently filed
by and in use by an authorized insurer for the same line or
lines of insurance.

(c) A surplus lines agent may export coverage to a sur-
plus lines insurer, without making any filing pursuant to this
subchapter covering solely special risks pursuant to N.J.S.A.
17:29AA-3(k), except for those risks that are deemed spe-
cial risks solely because their premium is $10,000 or greater.
A surplus lines agent may also export coverage to an eligible
surplus lines insurer covering associated commercial general
liability and commercial property coverages exported pursu-
ant to N.J.S.A. 17:22-6.43(a) without making a form or
contract filing with the Commissioner, but only if the unpro-
curable coverage which forms the basis for export of the
associated commercial general liability or associated com-
mercial property coverage pursuant to said subsection ap-
pears on the exportable list.

(d) A surplus lines agent may export coverage to a sur-
plus lines insurer without making any additional filing pur-
suant to this subchapter, if the policy form or contract has
been previously filed on behalf of an insurer and not
disapproved by the Commissioner for use in the surplus
lines market, provided that the forms were filed in accor-
dance with this subchapter.

11:1-33.4 Policy form standards

(a) Surplus lines agents on behalf of surplus lines insurers
may file with the Commissioner policy forms that modify the
coverage provided for forms approved in the admitted mar-
ket if the modification meets one of the following criteria:

Supp. 2-3-03

1. The modification is reasonable given consideration
to past and prospective loss experience of the risk or risks
to be insured and the modification facilitates the availabil-
ity of coverage for such risk or risks, which coverage
would otherwise not be aviilable at a reasonable cost. In
determining whether this criterion has been met, the
Commissioner shall also consider:

i. Whether the particular insured or the line or lines
of insurance to be covered under the modified form or
contract presents past loss experience such that it is
unlikely that the insured will be able to procure afford-
able coverage under policy forms or contracts previous-
ly approved for use in the admitted market; and

ii. Whether the particular insured or the lines of
insurance to be covered under the modified form pres-
ents future loss exposures such that it is unlikely that
the insured will be able to procure affordable coverage
under policy forms or contracts approved for use in the
admitted market; or

2. The modification renders the form unique and
designed for use with respect to a particular subject of
insurance (that is, a single insured).

(b) Filings shall be accompanied by the Filing Question-
naire incorporated herein by reference as Exhibit A in the
Appendix to this subchapter, and shall meet the following
requirements:

1. The filing shall include a listing of all forms that
comprise a single filing; and

2. The filing shall include two copies of the modified
form and/or contract.

(c) In order for the Commissioner to adequately evaluate
each such filing, no more than 10 forms shall be filed by an
organization or single surplus lines agent who is a corporate
officer or an employee within any 30 day period. Surplus
lines insurers newly deemed eligible and currently eligible
surplus lines insurers introducing a new line of coverage in
this State may request a waiver from this provision in
writing to the Department’s Property Casualty Office at the
address in (d) below. The request should include the reason
why a waiver should be granted and the approximate num-
ber of forms the company wishes to file. The Department
may condition the granting of any such waiver on the
insurer’s agreement to extend the 30 day period specified in
(e) below.

(d) The modified forms shall be filed not less than 30
days before the effective date of the modified form and the
surplus lines agent shall submit the policy form to the:

Property Casualty Office

New Jersey Department of Banking and Insurance
Attn: Surplus Lines Filings

20 West State Street

PO Box 325

Trenton, New Jersey 08625-0325
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11:1-33.8

(e) If the Commissioner fails to disapprove the use of a
modified form or contract within 30 days of its being
received by the Department, it shall be deemed approved.
However, nothing in this subchapter precludes the Commis-
sioner from subsequently disapproving modified forms or
contracts from future use should the Commissioner con-
clude, after notice and an opportunity for interested parties
to be heard at the Annual Exportable List Hearing, that
continued use of the modified form or contract is no longer
appropriate under the standards set forth in this subchapter.

11:1-33.5 Exclusions

(a) No form or contract required to be filed pursuant to
N.J.A.C. 11:1-33.3 shall contain provisions excluding or
limiting coverage for any injury caused either directly or
indirectly in whole or in part by:

1. Sexual abuse (except for tattoo parlors; half-way
houses; schools; boarding schools; summer camps; athletic
leagues for children; and alcohol and drug rehabilitation
centers);

2. Communicable disease (except for tattoo parlors;
half-way houses; schools; boarding schools; summer
camps; athletic leagues for children; and alcohol and drug
rehabilitation centers); or

3. Lead paint or lead contamination except as provid-
ed in NJA.C. 11:13-74.

(b) No form or contract required to be filed pursuant to
N.J.A.C. 11:1-33.3 above shall contain:

1. Claims made forms for habitational policies; or

2. Defense costs within policy limits, deductibles or
self-insured retention (except lawyers professional; physi-
cian liability coverages; and liability coverage for environ-
mental contractors removing asbestos and other pollu-
tants from contaminated properties).

11:1-33.6 List of disapproved or withdrawn forms or
contracts; exportable list hearing

(a) The Department shall maintain a list of modified
policy forms or contracts that have been filed in accordance
with this subchapter and subsequently disapproved or with-
drawn since the last Exportable List hearing was held. The
list of modified policy forms or contracts that have been
disapproved or withdrawn shall be made available upon
request made to the Department’s Property Casualty Office
and payment of copying charges pursuant to NJ.A.C.
11:1-32.4(b)7.

(b) Any policy forms or contracts that have been disap-
proved or withdrawn by the Commissioner pursuant to
NJ.A.C. 11:1-33.4 shall be identified on a yearly basis in the
Exportable List Hearing Notice. Interested parties will have
the opportunity to present relevant information at the hear-
ing for the Commissioner’s consideration.

1-66.1

11:1-33.7 Refiling policy forms

(a) Surplus lines insurers issuing or renewing policy forms
containing provisions inconsistent with the standards set
forth in this subchapter or N.J.S.A. 17:2-6.43(c) shall amend
those forms and refile them in accordance with the proce-
dures in this subchapter.

(b) Policy forms refiled in accordance with this section
shall, in addition to the completed Surplus Lines Policy
Form Filing Questionnaire, be accompanied by a certifica-
tion of a surplus lines agent stating that the policy form is
being refiled in accordance with the standards set forth in
this subchapter. Policy forms must be refiled April 21, 2003
in order to be effective no later than May 21, 2003.

11:1-33.8 Surplus lines insurance coverage procurement
requirements

(a) Except for coverages on the Exportable List, any
licensed New Jersey insurance producer who may be placing
coverage on behalf of a New Jersey insured shall first make
a diligent effort to place the coverage with an authorized
insurer. Only that coverage not so procurable from an
authorized insurer may be placed with a surplus lines insur-
er, provided, however, that if the unprocurable coverage
appears on the Exportable List, the associated commercial
general liability and commercial property coverages may be
exported along with the unprocurable coverage.

1. If a licensed producer has a bona fide written
renewal quote or coverage exists from an authorized
insurer for any class or risk that is on the exportable list
and that coverage is placed in the surplus lines market,
the surplus lines agent shall stamp the policy as “Exporta-
ble.”

2. The surplus lines agent shall maintain the records
of each surplus lines contract and shall make these rec-
ords available for inspection by the Commissioner for a
period of at least five years.

(b) When coverage on behalf of a New Jersey insured
cannot be placed with an authorized insurer pursuant to (a)
above, a New Jersey licensed surplus lines agent may place
the coverage with an ineligible unauthorized insurer. Pro-
curement of insurance from an ineligible unauthorized in-
surer may be made only when it is not otherwise procurable
from admitted insurers or a surplus lines insurer and only if
the expressed conditions in (b)1 through 5 below are fully
satisfied at least five working days prior to the binding of
insurance coverage.

1. The producer shall complete form SLPS-6
CERT1, incorporated herein by reference as Exhibit B in
the Appendix to this subchapter, file it with the surplus
lines agent and retain a copy.

2. The surplus lines agent shall complete form
SLPS-8 AFF3 Supplemental Certification, incorporated
herein by reference as Exhibit C in the Appendix to this
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subchapter, and attach form SLPS-6 CERT1 from the
producer pursuant to (b)1 above.

3. The ineligible unauthorized insurer shall have made
a deposit or deposits with the Commissioner as follows:

i. The amount of the deposit must be 125 percent
of expected losses, but not less than $100,000, in United
States Government Bonds pursuant to the instructions
set forth in N.J.A.C. 11:2-32, including all supporting
documents and calculations used to determine the
amount of the deposit; and

ii. The deposit set forth in (b)3i above shall be
separately made for each individual policy; in the case
of a group or plan of insurance, a deposit shall be
separately made for each individual New Jersey citizen
or resident who is insured through such policy or plan
or who has received a certificate or other evidence of
coverage under such policy or plan; and

iii. Upon good cause shown, the amount of the
deposit provided in (b)3i above shall be reduced or
waived, in the Commissioner’s discretion. A showing of
good cause requires:

(1) A rating in one of the four highest rating
categories from a company listed in N.J.A.C.
11:1-41.3; except that a Weiss Rating must be in its
highest category; '

(2) Domicile in a National Association of Insur-
ance Commissioners (NAIC) accredited jurisdiction;
and

(3) No more than five new or renewal placements
per year.

4. The surplus lines agent shall file a certified copy of
the ineligible unauthorized insurer’s annual statement of
financial condition, current as of the date of filing, which
evidences net assets of at least $5,000,000, consisting of at
least $1,500,000 liquid assets with:

Surplus Lines Examining Office (SLEO)
New Jersey Department of Insurance

20 West State Street

PO Box 325

Trenton, New Jersey 08625-0325

5. The surplus lines agent shall maintain the records
of each placement with an ineligible unauthorized insurer
and shall make these records available for inspection by
the Commissioner for a period of at least five years.

(c) When an insurance risk or any part thereof is placed
with an ineligible unauthorized insurer pursuant to (b)
above, the policy, binder or cover note shall be clearly
stamped in boldface type with the following:

Supp. 2-3-03

“All or part of the insurers participating in this risk have
not been admitted to transact business in the State of New
Jersey, nor have they been approved as surplus lines insur-
ers by the Commissioner of Banking and Insurance of New
Jersey. The placing of such insurance by a duly licensed
surplus lines agent in this State, shall not be construed as
approval of such insurer by the Commissioner of Banking
and Insurance of the State of New Jersey and insurance
coverage provided by such insurer is not protected by either
the New Jersey Guaranty Fund or by the New Jersey
Surplus Lines Insurance Guaranty Fund.”

(d) Upon renewal of any placement pursuant to (b)
above, a diligent effort shall be made to place the business
with an authorized insurer or a surplus lines insurer in
accordance with (a) above. If the business cannot be placed
with an authorized insurer or a surplus lines insurer, the
following conditions shall be met at least five business days
prior to the effective date of the renewal policy:

1. The surplus lines agent shall in accordance with
NJ.A.C. 11:1-33.9(b)1, complete forms SLPS-6—Certl
and SLPS-8-AFF3, prior to each renewal;

2. The most recent certified annual statement of the
insurer’s financial condition shall be filed with the SLEO;
and

3. The policy shall be stamped clearly in boldface type
with the filing “All or part of the insurers participating in
this risk have not been admitted to transact business in
the State of New Jersey, nor have they been approved as
a surplus lines insurer by the Commissioner of Banking
and Insurance of New Jersey. The placing of such insur-
ance by a duly licensed surplus lines agent in this State,
shall not be construed as approval of such insurer by the
Commissioner of Banking and Insurance of the State of
New Jersey and insurance coverage provided by such
insurer is not protected by either the New Jersey Insur-
ance Guaranty Fund or by the New Jersey Surplus Lines
Guaranty Fund.”

(e) The New Jersey Surplus Lines Insurance Guaranty
Fund Act, NJ.S.A. 17:22-6.70 et seq., does not provide
protection for New Jersey insureds who are insured by
policies procured from ineligible unauthorized insurers as
described in (b) and (c) above. Therefore, no Guaranty
Fund surcharge shall be charged or added to premiums
related to these policies. '

(f) A surplus lines agent may receive a commission for his
or her services rendered on behalf of an ineligible unautho-
rized insurer, pursuant to insurance placements which con-
form to (b) and (c) above.

11:1-33.9 Penalties

Failure to comply with the provisions of this subchapter
shall subject producers and surplus lines agents to penalties
as provided in N.J.S.A. 17:22-6.61 and 17:22A-17.
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APPENDIX coverage would otherwise not be available at a reason-
able cost; or
EXHIBIT A (b) The modification renders the form unique and de-
signed for use with respect to a particular subject of
STATE OF NEW JERSEY insurance (single insured).

DEPARTMENT OF BANKING AND INSURANCE
9. If approval is being requested to use the policy or

Property Casualty Office endorsement with a single insured, attach a letter from the
PO Box 325, Trenton, NJ 08625-0325 insured stating that:
(a) The insured has been informed of the provisions that
SURPLUS LINES POLICY FORM FILING are different from the policies approved by the De-
QUESTIONNAIRE partment for use by admitted insurers and

o ) ) (b) The insured is willing to accept these differences.
The following information must be completed and this ques-

tionnaire attached to the front of each surplus lines policy form 10. CERTIFIED STATEMENT OF FILER:

or endorsement submitted to the Department for approval hereby certifies as follows:
pursuant to N.J.A.C. 11:1-33.4. (a) Iam the of
(Name of Surplus (Name of Filer)
1. Name, address and the phone number of the surplus lines Lines Agent)
agent. (b) I am personally familiar with the contents of this
filing.

(c) The attached filing complies with all statutory and
regulatory requirements and the information it con-
tains is true and accurate.

2. Policy or Endorsement Name (d) I certify that the foregoing statements made by me are

. _ true and that the New Jersey Department of Banking

3. Form #/Edition and Insurance may rely upon them in its review of the
filing.

4. To the best of your knowledge, has this policy or endorse-
ment been approved by the Department for use by admit-

ted companies with non-special risk? (Date) (Signature)
YES NO EXHIBIT B
5. Will this policy or endorsement be used solely with special Form No. SLPS-6-CERT1 Y O R Ay o Iy
risks pursuant to N.J.S.A. 17:29AA-3(k), except risks that Transaction #
are special solely because the premium is $10,000 or
greater? STATE OF NEW JERSEY
YES NO DEPARTMENT OF BANKING AND INSURANCE

SURPLUS LINES EXAMINING OFFICE
Note: if the answer to either 4 or 5 is yes, you do not need PO BOX 325 Trenton, New Jersey 08625-0325
approval from the Department, nor do you have to com-
plete or file this questionnaire and the accompanying CERTIFICATION OF EFFORT TO PLACE RISK WITH
policy form or endorsement. AUTHORIZED INSURER

6. (a) To the best of your knowledge, has this policy form or This certification shall be submitted by the originating pro-
endorsement been disapproved by the Department for ducer with the surplus lines agent within 30 business days after
use by admitted companies with non-special risks? the effectuation of any surplus lines insurance. The original of

YES the certification must be maintained in the files of the surplus
(b) If yes, explain in detail how this form differs from lines agent and a copy in the files of the producer and both
policies or endorsements disapproved by the Depart- must be available for inspection by the Commissioner for a
ment for use by admitted insurers with non-special period of at least five years.
risks.

7. Approval is being requested for what type of risks?
A Particular Subject of Insurance single risk (Name of insured)
(provide details).

— Risks of a Particular Class (provide details).
All Risks (Address of insured)

Is this form a “modification” of an approved form?
YES NO

(Location of Property or Risk)

8. Attach a statement by the surplus lines agent or insurer
demonstrating that: (Insurance Coverage: Description and Amount)

(a) The modification(s) is reasonable, giving consideration  /////////I{I1IHTITIHTITTHTIHITTTTTITTETEETTTEHIT T
to past and prospective loss experience of the risk or
risks to be insured and modification facilitates the
availability of coverage for such risk or risks, which  (Originating producer—Corporate or partnership)
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DEPT. OF INSURANCE

(Originating producer—Individual name and/or Title)

(Originating producer—Complete Address)

The above hereby certifies that he/she is duly licensed as an
insurance producer under the laws of New Jersey, and that: On
or about , 2001, T was engaged by the insured named
herein to procure insurance of the kind described herein and in
the amount shown. There is no renewal offer/quote or existing
coverage for this risk in the admitted market. I have made a
diligent effort first to place this coverage with authorized
insurers, each of which is authorized in New Jersey to write
insurance of the kind requested and is an insurer that I had a
good faith reason to believe might consider writing the type of
coverage described herein. The following insurers are among
those that declined to accept all or any part of the risk.

Insurer Representative Telephone No. Date

I certify that the foregoing statements made by me are true
to the best of my knowledge and belief. I am aware that if any
of the statements are willfully false, I am subject to civil and
criminal penalties.

(Date) (Signature)

EXHIBIT C
ot o ol I B o Y B O B I

Transaction #

STATE OF NEW JERSEY
DEPARTMENT OF BANKING AND INSURANCE
THE SURPLUS LINES EXAMINING OFFICE
PO Box 325 TRENTON, NEW JERSEY 08625-325

Form No. SLPS-8-AFF3

SUPPLEMENTAL CERTIFICATION BY SURPLUS LINES
AGENT FOR PROCUREMENT OF INSURANCE FROM
INELIGIBLE UNAUTHORIZED INSURER

Name of Insured

(Street Address) (City or Town) (State) (Zip Code)
Location of Risk
(Street Address) (City or Town) (State) (Zip Code)
Insurance Coverage

(Type of Coverage)  (Policy Limits)

(Name of Surplus Lines Agent Representing Insured Above)

(Title of Representative for Corporation or Partnership)

(Name of Business, Corporation or Partnership)

Supp. 1-5-04

(Street Address) (City or Town) (State) (Zip Code)
The above named individual is duly licensed as an insurance
producer with surplus lines authority pursuant to N.J.S.A4.

17:22-1 et seq.

Name of Ineligible Unauthorized Insurer that business was
placed with:

NAIC # ISI #

eSS

Attach additional listings if needed.

The named ineligible unauthorized insurer has deposited with
the Commissioner in accordance with N.J.A.C. 11:2-32, securi-
ties in the amount acceptable to the Commissioner, which are
held by the Commissioner for the benefit of New Jersey
policyholders; and

(I) (We) have procured from such ineligible unauthorized
insurer and filed with the Commissioner a certified copy of its
current annual statement of financial condition in accordance
with N.J.S.A. 17:22-6.45(h).

(I) (We) do not know of this coverage(s) being offered by
companies I represent or by other companies in the admitted
market.

(I) (We) certify that the foregoing statements made by me are
true. I am aware that if any of the statements are willfully false,
I am subject to civil and criminal penalties.

Name of Surplus Lines Agent

By:

(Signature)

SUBCHAPTER 34. SURPLUS LINES:
EXPORTABLE LIST

11:1-34.1 Purpose and scope

(a) The purpose of this subchapter is to identify the
procedures concerning the creation and modification of an
exportable list of certain classes of insurance coverages or
risks and to promulgate the list as a rule, in implementation
of N.J.S.A. 17:22-6.43.

(b) This subchapter shall apply to all surplus lines insur-
ers and producers. Pursuant to N.J.S.A. 17:22-6.40, this
subchapter shall not apply to life insurance companies,
which may not become eligible surplus lines insurers.
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