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 NJ.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 thc 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.JR.
221(b).

Subchapter 2, Filings; Property-Liability, was adopted as R.1973
d.120, effective May 1, 1973. See: 5 N.JR. 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 N.J.R. 351(d).

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

New Jersey Staie Library

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 Exccutive Order No. 66(1978), Subchapter 5, Adminis-
trative Orders and Declarations, was readopted as R.1984 d.426, cffec-
tive October 1, 1984. See: 16 N.J.R. 1689(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.J.R. 2224(b), 16 N.J.R.
3033(b).

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repealed by R.1985 d.69, effective February 19, 1985.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

Subchapter 20, Cancellation 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.J.R. 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.UJ.R. 41(a), 18 NJ.R.
278(a).

Subchapter 19, Branch Offices, was adopted as R.1986 d.11, effective
February 3, 1986. Sce: 17 NJ.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 N.J.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.J.R. 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.J.R. 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.J.R. 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 N.J.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
NJ.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 Fecs, 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.J.R.
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 NJ.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.I.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 N.J.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.J.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 N.J.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 N.J.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.JR. 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.J.R. 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.J.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.J.R. 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 NJ.R. 4184(a), 33 N.J.R. 794(a).
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11:1-41.3 Rating company

11:1-41.4 Treasury listed surety companies and alternative requirc-
ments to Treasury listing

11:1-41.5 Penalties

APPENDIX A
APPENDIX B
SUBCHAPTER 42. (RESERVED)

SUBCHAPTER 43. UNUSUAL HARDSHIP FOR
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 1. ORGANIZATION

11:1-1.1 Organization of the Department

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

Supp. 4-1-02
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ADMINISTRATION

11:1-34.2

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. '

Repeal and New Rule, R.1996 d.484, effective October 7, 1996.
See: 28 NJ.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.J.R. 3223(a), 28 N.J.R. 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. (RESERVED)

SUBCHAPTER 34. SURPLUS LINES:
EXPORTABLE LIST

Public Notice.
See: 34 N.J.R. 315(a).

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
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subchapter shall not apply to life insurance companies,
which may not become eligible surplus lines insurers.

Public Notice: Hearing on the Exportable List.
See: 34 N.J.R. 3994(a).

11:1-34.2 Definitions

The following words and terms, as used in this subchap-
ter, shall have the following meanings unless the context
clearly indicates otherwise:

“Annuity” means a contract not coming within the defini-
tion of life insurance as set forth in N.J.S.A. 17B:17-3, or
health insurance as set forth in N.J.S.A. 17B:17-4, under
which an insurer obligates itself to make periodic payments
for a specified period of time, such as for a number of years,
or until the happening of an event, or for life, or for a
period of time determined by any combination thereof.
Such a contract which includes extra benefits of the kinds
set forth in N.J.S.A. 17B:17-3 or 17B:17-4 shall nevertheless
be deemed to be an annuity if such extra benefits constitute
a subsidiary or incidental part of the entire contract.

“Authorized insurer” means a domestic or foreign insurer
duly authorized by a Certificate of Authority issued by the
Commission to transact the business of insurance in this
State.

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

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

“Exportable list” means a list of any class or classes of
insurance coverages or risks declared and promulgated by
the Commissioner for which there is no reasonable or
adequate market among authorized insurers in this State.

“Health insurance” means a contract or agreement
whereby an insurer is obligated to pay or allow a benefit of
pecuniary value with respect to the bodily injury, disable-
ment, sickness, death by accident or accidental means of a
human being, or because of any expense relating thereto, or
because of any expense incurred in prevention of sickness,
and includes every risk pertaining to any of the enumerated
risks. Health insurance does not include workers’ compen-
sation coverages.

“Life insurance” means a policy or contract whereby an
insurer is obligated to pay or allow a benefit of pecuniary
value with respect to the cessation of human life. Life
insurance includes also the granting of endowment benefits
and optional modes of settlement of proceeds of life insur-
ance as well as provisions for ‘additional benefits in event of
death by accident or accidental means or in event of dis-
memberment or loss of sight, or safeguarding such insurance
against lapse or giving a special surrender value or special
benefit or an annuity in the event that the insured shall

Supp. 11-18-02
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become totally and permanently disabled, whether such
provisions are incorporated in a policy or contract of life
insurance or in a policy or contract supplemental thereto.
Life insurance does not include workers’ compensation cov-
erages.

“State” means the State of New Jersey.

“Surplus lines insurer” means an eligible, unauthorized
insurer with which an insurance coverage is placed or may
be placed pursuant to N.J.S.A. 17:22-6.40 et seq. (see
Appendix A to this subchapter, incorporated herein by
reference).

Amended by R.2001 d.75, effective March 5, 2001.
See: 32 N.J.R. 4184(a), 33 N.J.R. 79%4(a).

11:1-34.3 Exportable list hearing

(a) In the month of November or December of each year,
the Commissioner or his or her designee shall hold a
hearing, pursuant to N.J.S.A. 17:22-6.43, for the purpose of
determining the extent of the existence or a reasonable or
adequate market among authorized insurers for certain
classes of insurance coverages and risks. Additionally, the
hearing shall provide interested parties the opportunity to
present relevant information for the Commissioner’s consid-
eration as to why forms disapproved or withdrawn should be
approved.

1. This hearing shall be preceded by a notice of
hearing published in the New Jersey Register at least 30
days prior to the date of the hearing, which notice shall
include information concerning the date by which, and the
person to whom, written public comment may be made.
Notice shall also be provided to persons who have previ-
ously requested receipt of such notice.

2. The notice published in the New Jersey Register
and as otherwise provided pursuant to (a)l above shall
also request that persons who wish to testify at the
hearing provide the Department with timely notice of this
intention, including a brief summary of the subject matter
of their testimony.

3. The notice shall indicate whether the hearing shall
address the merits of maintaining all items currently on
the list, or whether the hearing will consider only specific
additions, deletions or clarifications regarding the list.

4. The notice shall provide a list of disapproved policy
forms or contracts that have been disapproved or with-
drawn by the Commissioner since the previous exportable
list hearing was held.

(b) The hearing shall be conducted by a hearing officer
designated by the Commissioner. The length of testimony
permitted at the hearing and the receipt of questions from
the floor shall be within the discretion of the hearing officer.

Supp. 11-18-02
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(c) Interested parties may present evidence to the Com-
missioner that the conditions of non-procurability have
changed. Evidence of non-procurability should demon-
strate that there exists no reasonable or adequate market
among authorized insurers.

(d) A transcript of the hearing shall be made and a copy
thereof shall be made available to any interested person
upon request and payment of an appropriate fee.

Public Notice: Public hearing on the Exportable List.

- See: 28 N.J.R. 4680(b).

Public Notice: Public hearing on the Exportable List.
See: 29 N.J.R. 5028(b).
Public Notice: Public hearing on the Exportable List.
See: 30 N.J.R. 4291(b).
Public Notice: Public hearing on the Exportable List.
See: 31 N.J.R. 3860(a).
Public Notice: Public hearing on the Exportable List.
See: 32 N.J.R. 4019(a).
Amended by R.2001 d.75, effective March 5, 2001.
See: 32 N.J.R. 4184(a), 33 N.J.R. 79%4(a).

Rewrote (a).

11:1-34.4 Exportable list hearing record

(a) The record of the hearing shall include the following:
1. Timely-received written public comments;
2. The transcript of the hearing; and

3. Any other information which the hearing officer
may deem relevant.

11:1-34.5 Promulgation and modification of exportable
list

(a) Upon review of the exportable list hearing record, the
Commissioner shall, by rule, declare eligible for export
generally, and notwithstanding the provisions of N.J.S.A.
17:22-6.43(a), (b) and (c), any class or classes of insurance
coverage or risk for which he or she finds there exists no
reasonable or adequate market among authorized insurers;
provided, however, that if adequate documentary evidence
has been presented which satisfies the Commissioner that a
reasonable or adequate market does exist among authorized
insurers, he or she may, by rule, strike any class or classes of
insurance coverage or risks from the exportable list.

(b) The Commissioner may, by rule amending this sub-
chapter, specifically declare ineligible for export any class or
classes of insurance coverage or risk which he or she
determines to be generally procurable through diligent ef-
fort among authorized insurers pursuant to N.J.S.A.
17:22-6.43(a).

(c) When, during the term of a duly promulgated export-
able list, the Commissioner determines that changed condi-
tions require a modification of the exportable list, he or she
may, after a hearing, by rule, amend the list.

Next Page is 1-66.1



ADMINISTRATION 11:1-34.6

1. Notice of the Commissioner’s action shall be pro-  11:1-34.6 Exportable list
vided to all surplus lines agents, eligible surplus lines
insurers, authorized insurers and others who have previ- )
ously requested receipt of such information. 1. Amusement Devices, Parks and Carnivals;

(a) The exportable list is as follows:
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