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Grand Opening

The Department of Banking and Insurance opened its Newark
Consumer Center on September 17. At the ribbon-cutting are from
left, Assistant Commissioner Mary Caffrey (holding ribbon),
Director of Banking H. Robert Tillman, Assemblyman William
Payne, D-Newark, Commissioner Holly C. Bakke, consumer
advocate Fredrica Bey of WISOMMM, and Calvin West, Executive
Director of Gov. James E. McGreevey's Newark Office.

TILLMAN ASSUMES POST OF DIRECTOR OF BANKING

H. Robert Tillman, aformer vice
president for Merrill Lynch and Sum-
mit Bancorp, assumed the position of
Director of Banking in April of this
year. Besdesyears of experienceasa
lawyer and a banker, Director
Tillman came to the job with an opti-
mistic outlook, aswell as a commit-
ment to work with banks and
community leadersto improve New
Jersey’s economic landscape.

Asthe Director of Banking, Tillman

H. Robert Tillman

CONTINUED ON PAGE 3

CoNSUMER CENTER
OPENS IN NEWARK

On September 17, Banking and
Insurance Commissioner Holly C.
Bakke opened the Department’s
new Newark Consumer Center, a
satellite office where consumers can
seek help with problemsin banking,
insurance, or rea estate. The center,
located in the Robert N. Wilentz
Court Complex, will also serve as
an education center for consumers.

“Consumers need to know that
we are here to help,” said Comm-
issioner Bakke. “Today, we are
giving consumers one more place
to go for that help.”

Bakke noted that the Newark
Consumer Center isin adowntown
location easily reached by public
trangportation. Department staff will
be on hand to answer guestions,
help solve problems, or take formal
complaints. For example, resdents
can learn how to shop for auto

CONTINUED ON PAGE 4
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BANKING

The Conference of Sate Bank Supervisors (CSBS)
currently is engaged in a membership drive. If you
are not already a member, | urge you to read the fol-
lowing description of what CSBS does to help sup-
port our state banking system — H. Robert Tillman,
Director of Banking

Supervisors and state bankers have avital common
interest inthe health of the state banking system. Keep-
ing the state banking system hedlthy isthe mandate of
the Conference of State Bank Supervisors, which is
the prime reason why so many individual banks elect
to be CSBS members.

Every state banker (or hisor her predecessor) made
a conscious decision to have a state charter, and for
good reason. The best supervision is loca supervi-
sion, whereregulatorsand regul ated i nstitutionswork
together in aspirit of teamwork with common under-
standing of local economic conditions. The state bank-
ing system has produced almost every banking
innovation in the last 100 years precisely because
it does not attempt to make al ingtitutions fit into a

DIRECTOR OF BANKING SUPPORTS CSBS MEMBERSHIP DRIVE

singleregulatory mold. Inaddition, local supervision
isinherently more efficient and |ess paperwork-inten-
sive than long-distance supervision.

That'swhy the CSBS —the only national organiza-
tion dedicated to protecting and enhancing the state
banking system—includesall 54 banking departments
and more than 1,700 individua bank members.

CSBSisintegral to the success of state banks and
the state banking system. It works to enhance the
value of state banks’ chartersand to protect the state
system from federal encroachments. It promotes ex-
cellence among state bankers and the state banking
departments, as well as protecting banks' interests
in Washington, D.C. CSBS al so offerstargeted edu-
cational servicesfor bankers and examiners, exerts
leadership in technology and provides a forum for
banks and regulators to work together when truly
critical issues arise.

For more information, go to www.csbs.org, or call Ed
Smith, CSBSmember ship vice president, at 1-800-886-2727.

Warts NAMED ACTING
AsSISTANT DIRECTOR

FOR DEPOSITORIES

Commissioner Holly C. Bakkerecently
announced the appointment of William
Waitsto the position of Acting Assistant

Director for Depogtories,
w W effective November 25.

. 1" Duringthe past 15 years,
: Wiaits has served the De-
4 partment as Legd Spe-

cidist, Specid Assstant

t to the Director, and as
+ % Regulatory Officer. Dur-
ingthisperiod, hecrafted
solutionsto regulatory issuesspecificaly
addressing banking and financia ser-

DivisioN oF BANKING

Joining H. Robert Tillman, the new Director of Banking
(front row, third from left), are from left (front row), Janine
Akey, Chief Examiner of Depositories; Leona Joyner,
Chief of Investigations, Enforcement; Ludi Hughes, Assis-
tant Director, Consumer Finance; (back row) Nicholas

vices. Waitsisrecognized inthe banking
industry as an expert in bank regulatory
issues. Hewill effectively managethe De-
pository Unit, and help addressthe emer-
gent issues affecting state depository
ingtitutions.

Debnarik, Jr., Managing Examiner; Ken Walker, Assistant
Director, Depositories; Michael Sheridan, Chief Examiner
Applications; Billy Blunt, Managing Examiner; and
Constance Ferrigno, Chief of Investigations, Consumer
Services.




BANKING

H. ROBERT TILLMAN ASSUMES POSITION OF DIRECTOR OF BANKING

CONTINUED FROM PAGE 1

aso overseesthe Redl Edtate
Commission, which governs more
than 80,000 real estate brokers
and salespersons statewide, and
the Pinelands Development Credit
Bank, which hel ps control growth
inthe 1.1 million-acre Pinelands
by monitoring the purchase and
sale of development credits.

Tillman also was afounder and
former president of the New
Jersey Urban Bankers Asso-
ciation. He blends enthusasm with
asense of balance. His mission,
smply put, is “To hdp protect
consumers and to help grow the
financia servicesindustry.”

At the sametime, Tillman has
been charged with addressing the
emerging issue of predatory
lending activity, which consumer
groups and many legidators have
vowed to fight. It'sone of thefirst
major issues Tillman will tackle
inhisnew role.

“We've developed a statewide
strategy that involves community
and business components that
should have direct impact,” he
said. That strategy combines
education components — outreach
by the Department, better financia
education by community groups
and banks— with expanded
oversight and enforcement. New
Jersey will see more targeted bank
examinations, published lists of
final actionstaken against lenders
engaged in predatory activities,

tougher penalties and better
coordination with other
government agencies.

Tillman assembled a Department
Task Forceto develop the
strategy after hearing the concerns
raised by severd legidators
supporting severd hills, including
Sen. Barbara Buono, D-
Metuchen, Sen. Leonard Lance,
R-Clinton Township, Sen. Shirley
K. Turner, D-Trenton,
Assemblyman Matt Ahearn, D-
Fair Lawn, Assemblyman CraigA.
Stanley, D-Irvington, and
Assemblyman Dr. Jeff Van Drew,
D-Dennis. Although Tillman
recognizes the importance of
strong legidation, he believesthe
Department also must do al that
it can to address thisimportant
problem.

Tillman has been pleased with
banks willingnessto helpinthe
crackdown. “1’m pleasantly
surprised that many of our
depositories have been supportive
of our predatory lending strategy.
They have dso been helpful in
discussions on legidation that
appropriately focuses onthe main
issues concerning predatory
lending.”

Tillman aso wantsto move
quickly to promote New Jersey’s
economic development. “We ve
been meeting with various key
participants such as builders,
developers, lendersand
community leadersto discuss

potentid projects.” Hisemphasis
istargeting redevelopment of the
state’'s urban centers.

Over the long term, Tillman
wants to focus on increasing
banking activity in the state
through customer transactions and
offering awide variety of service
products. He hopes to see more
banks and growth among those
that are already here. “1 would
liketo see our state-chartered
institutions provided with the
tools necessary to be more
competitive with out-of-state
financia institutions and
national banks that do business
in New Jersey.” Leveling the
playing field will require an
effective overhaul of parity
regulations, which will provide
flexibility concerning business
restrictions without sacrificing
important consumer protections.

The good news, Tillman said, is
that despite thislong recession
period, the state’'s banks are
largely hedlthy. “Most of our New
Jersey indtitutions are well or
adequately capitalized. Our banks
have seen an influx of deposits
over thelast year, and mortgage
lending and refinance lending
have been strong dueto low
mortgage rates. While the demand
for commercia loans seemsto
have decreased, many of our
banks are still booking adequate
numbers. Non-current loans are
low and net charge-offsare also
moderate.”
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CoMMISSIONER REAFFIRMS DuTY TO
MonNITOR CORPORATE GOVERNANCE

TRENTON —Banking and Insurance Commissioner
Holly C. Bakke has underscored the Department’s
role in protecting consumers by monitoring corporate
governance of state-regulated banks and insurance
companies, noting that financial upheaval at severa
corporations has highlighted the need for independent
directors and proper audits.

Commissoner Bakke hasissued three bulletins that
spell out how watching the way companies are run —
and who runs them — helps guarantee that insurers
and banks will meet customers needs. The bulletins,
02-23, 02-24 and 02-25, can be obtained on the
Department web site, www.njdobi.org.

Banking

Two bulletins issued recently reinforce the
importance of internal audits for state-regulated
depositories, savings banks, savings and loans and
credit unions. The bulletins remind ingtitutions that
regular state examinations — conducted at least every
two years — evaluate the independence of board
directors, the quality of senior managers and their
ability to ensure internal controls, and whether bank
managers avoid conflicts of interest, meet community
credit needs, and follow the law.

I nsurance

State law requires on-site financia examinations of
insurance companies by Department personnel at
least every five years, and companies must also
submit annual and quarterly financial statementsto
the Department. Each year, the companies submit to
the Department an audited financial report prepared
by an independent Certified Public Accountant.
Financial examinersin the Office of Solvency
Regulation use information gathered during these
checks to determine the level of supervision required
—in other words, how often the company must
provide updates of its condition — and whether any
regulatory action is needed.

“In today’s environment, bank and insurance
customers need to know that the Department keeps a
close watch on the makeup of boards of directors,
aswell asthe way directors carry out their duties,”
Commissioner Bakke said.

SERFF ACCEPTED FOR FILINGS

The Department is currently accepting all
persona linesfilings through the System for
Rate and Form Filing (SERFF). SERFF is
designed to enable companies to send and
states to receive, comment on and approve or
reject insurance industry rate and form filings.

As of October 1, the Department began ac-
cepting SERFF for all Commercia lines. All
Property and Casualty filings may now be
submitted through SERFF.

SERFF benefits regulators and the industry
by streamlining and accelerating the rate and
form filing process. SERFF identifies state
filing submission requirements and through
the use of checklists, and checks and balances
within the system, ensures greater accuracy
and compl eteness during the filing process.
SERFF' s workflow features assist the statesin
the review process and filings are typically
reviewed in less time, with fewer problems for
companies to resolve. The result is speed to
market for the insurers.

CoNSUMER CENTER OPENS
CONTI NUED FROM PAGE 1

insurance, learn what rights they have when dedling
with health insurers, or whether alender or real
estate broker has a current license.

Consumers can aso learn how to find important
information on the Department’s web site. The
center will feature a public computer for those
who lack accessto the Internet.

In the future, the center will offer programs on how
to avoid insurance and Medicare fraud, identity theft,
predatory lending, and home-repair scams. “These
are problemsthat ultimately lead to higher insurance
costs and banking fees for everyone, but they hit
hardest on many urban residents,” Bakke said. “We
aready present these programs to civic groups
and senior associations, but having a permanent
North Jersey location will help us reach even
more residents.”

The center islocated at 153 Halsey Strest, second
floor. The telephone number is (973) 648-4713.
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MCcGREEVEY UNVEILS INITIATIVES TO COMBAT INSURANCE FRAUD

TRENTON — Governor
James E. McGreevey recently
unveiled four new initiativestarg-
eting auto and health insurance
fraud and uninsured drivers.

“Insurance fraud iswrong, itis |
/8-

costly, and it will no longer be
tolerated,” McGreevey said.
“Those who commit insurance
fraud take notice: We are going
to find you and make you pay.”

The initiatives outlined by
the Governor include:

New rules to make it
easier for insurers to
cancel the policies of
drivers who lie on their
applications;

Legislation to expand the
crimes that trigger
automatic license
revocation or suspension
for health care workers
and others who commit
health insurance fraud;

A plan to create a
counterfeit-proof auto
insurance card for New
Jersey; and

Legislation to create a
new crime of insurance
fraud to give prosecutors
a much-needed tool to
punish those who defraud
insurance companies.

Joining the Governor at the 5th
Annual New Jersey Insurance
Fraud Summit to announce the
|atest efforts to combat insurance

fraud were Hally
C. Bakke,
Commissioner
of the Depart-
ment of Banking
I and Insurance,
Attorney
Genera David
Samson, First
Assistant Attorney General Peter
C. Harvey, Insurance Fraud
Prosecutor Greta Gooden Brown,
John Tiene, President of the
Insurance Council of New Jersey,
and Ken Pringle, General Counsel
of the New Jersey Special
Investigators Association.
McGreevey praised Insurance
Fraud Prosecutor Brown, who
reported that her office thisyear
has doubled the number of crim-
inal fraud convictions obtained
and civil sanctionsimposed in
2001. The Governor reiterated his
commitment to fight high auto
insurance rates by implementing a
“zerotolerance” policy against
uninsured drivers and impounding
the vehicles of individuals who
drive without insurance.
“ThisAdministration is comm-
itted to fighting insurance fraud
because it takes money out of
the pockets of the hard-working
citizens of New Jersey,”
McGreevey said. “ An estimated
10 percent of the insurance bill of
every New Jersey family goesto
the cost of insurance fraud. We
are going to work in partnership
with the insurance industry to
vigorously enforce the laws we

have, while creating tougher laws
to crack down on fraud.”

The Governor said new rules
adopted by the Department of
Banking and Insurance will permit
auto insurance companies to
cancel within 60 daysthe policies
of driverswho lie on their
applications.

“Our roleisto make sure that
insurance companies have the
toolsthey need to fight fraud at the
underwriting level,” Bakke said.
“Insurance companies, in turn,
must do their part to fight fraud
and not just pass aong the costs
to consumers.”

The Administration is also
drafting legidation to expand the
Health Care Claims Fraud Act,
which provides for automatic
permanent forfeiture of hedlth care
licenses for those convicted of
health care claims fraud in the
second degree, and a one-year
suspension for those convicted of
health care claims fraud in the
third degree.

McGreevey'sthird initiative will
prevent counterfeiting of auto
insurance cardsin New Jersey so
uninsured drivers cannot deceive
police and other officials.

TheAttorney Generd’s Office of
Insurance Fraud Prosecutor, the
Department of Banking and
Insurance and New Jersey’s
insurance industry have
strengthened their joint comm-
itment to reducing insurance fraud
through targeted initiatives, inclu-
ding a crackdown on uninsured

CONTINUED ON PAGE 13



REAL ESTATE

DAWN RAFFERTY APPOINTED
EXECUTIVE DIRECTOR OF
REAL ESTATE COMMISSION

Dawn Rafferty, appointed June 11 as
executive director of the Real Estate
Commission, is no stranger to real estate and
government. A current resident of Monmouth
County, Rafferty learned about both from her
mother, former New Jersey Secretary of State
Joan Haberle, who served as executive director
of the Real Estate Commission from 1977 until

1982.

Asal0-year-old, Rafferty began watching
her mother conduct real estate transactions, and
she credits her mother for being arole model.
She says, “It's not just the nuts and bolts of the
business that were pounded into my head early

on, but also good business values.” Without

encouragement to “go for what you want, and
be strong,” Rafferty says, “1 would not be where
| am today. My mother taught me to always be

honest with people.”

For atime, Rafferty pondered
acareer in fashion design, but
saysreal estate and public service
kept pulling her back. She has
spent al of her adult life either in
public service positionsor in red
estate. During an 11-year period
asalicensed rea estate agent,
she has hung her license with
Mary Holder Agency in Spring
Lake, The Thomson Agency in
Avon-by-the-Sea, Diane Turton
Realty in Spring Lake and finally,
with her mother at the Joan
Haberle Agency in Lambertville.

Rafferty twice held the highest salein Spring
Lake, which isdifficult to accomplish and

maintain in that market.

Asaformer agent, Rafferty
is committed to fighting
real estate fraud. “Having
thisjob — and having been
on the other end of things—
leaves me with no tolerance
for people that can’t abide
by rules and regulations. It
should be a pleasure to buy
a house in New Jersey, but
unfortunately, that's not
alwaysthe case. | seetoo
many scams out there, and
thisis extremely
disturbing.”

Dawn Rafferty was appointed executive director
of the Real Estate Commission on June 11.

Rafferty’s government experience is extensive
aswell. During the administration of Governor
Brendan T. Byrne, she worked first in the

Department of Personnel. Asa
licensed travel agent, Rafferty
later served as atravel service
specidlist for the Division of
Purchase and Property under the
Department of Treasury. A
graduate of Rutgers University’s
School of Alcohol Studiesin New
Brunswick, Rafferty also played
an integral rolein establishing
Governor James J. Florio’'s
Council on Alcohol and Drug
Abuse. At the time, she was also
a staff member of the Department
of Treasury.

Rafferty sought the executive

director’s post because she wanted to be part of
the McGreevey Administration. “| was excited

CONTINUED ON PAGE 7
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about the opportunity to
be a part of ateam that’s
not afraid to try new ideas
— and takes advantage of
opportunities to make
positive changes for the
peoplein this state.”

Asaformer agent,
Rafferty is committed to
fighting real estate fraud.
“Having thisjob — and
having been on the other
end of things— leaves me
with no tolerance for
people that can’t abide by
rules and regulations. It
should be a pleasure to
buy a housein New
Jersey, but unfortunately,
that’s not always the case.
| see too many scams out
there, and thisis
extremely disturbing.”

Her effortsto work
more closely with the
Division of Banking and
the Division of Insurance
are part of a broader
strategy to form part-
nerships, both within state
government and with real
estate groups.

But Rafferty’sfocusis
giving the Commission
visibility. “I want to make
sure that the community
knows that we are
available, and most of all,
that we are here to help.”

CoMMISSION ADOPTS AMENDMENTS TO
N.J.A.C. ADVERTISING REGULATIONS

The Commission approved for
adoption amendmentsto its advertising
rules found at N.J.A.C. 11:5-6.1,
regarding offering free or discounted
products or services. The majority of
these amendments follow a change in
the statute N.J.S.A. 45:15-17(g), made
in 2001. That section of the statute was
amended April 19, 2001, to permit
licensees to offer free or discounted
products or services to consumers so
long as: (1) the receipt of the offering is
not contingent upon the recipient
enteringinto alisting agreement, contract
of sale, or other rea estate contract; (2)
the offer does not involve a lottery,
contest, drawing or game; and (3) the
offer does not include alot or parcel of
real estate.

The new amendments to 11:5-6.1
require disclosures to be provided to
consumers regarding the offerings, and

specifieswhen and how the disclosures
must be made. |If ahome warranty is
offered, advertisements must specify
who is responsible for payment. The
amendments aso include a general
prohibition about making any
misrepresentation or false promise in
advertising. If an advertisement states
that the firmis*“Licensed by the New
Jersey Real Estate Commission,” the
ad must also state that “ Licensure does
not imply endorsement.” Also, if an
advertisement includes a specific rate
of commission or amount of
compensation, the ad must also state
that “In New Jersey commissions are
negotiable.”

The full text of the amendments are
available onthe Department’s web site,
www.njdobi.org, and copies will be
mailed to all licensed New Jersey red
estate brokers.

WELL TESTING AcT REQUIRES WATER TEST PRIOR TO SALE

The Private Well Testing Act,
N.J.S.A.58:12A-27, makesthetesting
of certain privatewelIsthat areasource
of potablewater mandatory prior tothe
sale of property. The Act mandates
that every contract of sale for real
property that hasaprivatewell contain
aprovision that requiresthetesting of
the well as a condition of sale. The
Act also mandatesthat closing of title
cannot occur unless both the buyer and
seller have certified that they have
received and reviewed the water test
results.

The test must be performed by a
l[aboratory certified by the New Jersey
Department of Environmental Pro-
tection. The New Jersey Red Estate
Commission hasreceived advicefrom
the Attorney General’s Office stating

that the requirements apply to
contracts of sale entered into on or
after September 14, 2002.

TheAct extendsto rental properties
aswell. By March 14, 2004, landlords
who rent out property with drinking
water supplied by private wells must
test and share the results with their
tenantswithin 30 daysof receivingthe
results. The landlord must also
providetheresultsto each new tenant.
Landlords must test the water every
five years.

The Department of Environmental
Protection set up a web page,
www.state.nj.us/dep, and a toll-free
hotline, 1-800-4PW-TEST, so the
public can obtain further information
about the new testing requirements.




INSURANCE

fti~. MASTERING THE “BASics” e

INFORMATION ABOUT NEW JERSEY’Ss Basic Auto INSURANCE PoLicy

The Basic Policy was established pursuant to N.J.S.A. 39:6A-3.1 as alower-cost alternative
to standard coverage for drivers for whom: a.) standard coverage may be cost prohibitive; b.)
standard coverage limits may be excessive given personal circumstances; or c.) driving unin-
sured in violation of N.J.S.A. 39:6A-3 may be contemplated as an alternative to standard cov-
erage.

To date, very few drivers for whom the Basic Policy appears suitable have taken advantage
of the option. The Department is concerned that the negligible number of Basic Policies now
in force (less than 0.22% of al policiesin force) indicates that many drivers who could con-
sider the option have not done so because they and producers lack accurate information. New
Jersey has an estimated 600,000 uninsured drivers who by driving uninsured are putting
themselves and others at substantial risk. Drivers who elect the Basic Policy as an alternative
to driving uninsured benefit both themselves and the general public. What appears below isa
bulletin issued by the Department about the Basic Policy process for producers, applicants
and prospective applicants.

1. Any owner of an automobile registered a right to sue for damages relating to

or principally garaged in New Jersey
may elect to meet minimum manda-
tory insurance requirements with the
Basic Policy. Owners of automobiles
requiring collision coverage because
of lease or financing terms for the ve-
hicle may elect to add those coverages
to the Basic Policy, with all unaffected
coverages remaining as set forth in
N.J.S.A. 39:6A-3.1, in cases where the
insurer offers such an option.
Insurers and producers in the volun-
tary market are required by law to
offer coverage, including but not lim-
ited to the Basic Policy, to any eligible
person who asks for coverage, except
where the Department has exempted
the insurer from eligible-persons re-
guirements.

Drivers who elect the Basic Policy as
an alternative to driving uninsured gain
several protections, as set forth in
N.J.S.A. 39:6A-3.1, as well as a right
to sue. Uninsured drivers do not have

the operation of their vehicle.

A properly completed and executed
coverage selection form, including for
coverages provided by the Basic
Policy, is prima facie evidence of the
insured’s knowing election or rejection
of any coverage option.

. N.J.S.A. 39:36A-23 immunizes insur-

ers from liability for damages relating
to the levels of coverage elected or
rejected by a driver in a properly
completed and executed coverage
selection form. N.J.S.A. 17:28-1.9
specifically provides the same immu-
nity for producers.

. All applicants and prospective appli-

cants must be informed of the exist-
ence and terms of the Basic Policy,
and provided with the opportunity to
select the policy.

The Personal Auto Insurance Plan

(PAIP) and all insurers should notify

their producers of each of the provi-
sions of this bulletin.




IN THE DEPARTMENT

It's hard to believe that 10
months have passed since |
returned to the Department.
The opportunity to reconnect
with so many familiar faces
and to get to know those who
have joined the staff over the
years has been very special.

| remain convinced that the

staff at the Department of
Banking and Insuranceis one
of the best-kept secretsin state
government. This new section
of Banking & Insurance Quar-
terly, In the Department, will
change that: On these pages,
you will find stories and accom-
plishments of staff members,
both in and out of the office.

The focus of everything we
do here at DOBI isthe con-
sumer. We help drivers shop for
auto insurance, we ensure fair
treatment of bank or mortgage
customers, we watch out for
homebuyersin today’s competi-
tivereal estate market, and we
make sure that the institutions
that serve our consumers meet
standards for corporate gover-
nance. We are taking steps to
combat the growing problem

of predatory lending practices.

As part of thismission, we
have reorganized our phone
system to improve response
times and better direct callers
to staff members who can give
them quick assistance. In the
coming months, our commit-
ment to the consumer will be

demonstrated
in other ways.

Our outreach
efforts are not
limited to con-
sumers, how-
ever. We want
toliveup to
our Mission
Statement of regulating in a
way that “promotes the growth,
financial stability and effi-
ciency” of the banking, insur-
ance, and real estate industries.

Bakke

Starting with the Auto Work-
ing Group, we have tried to
seek input from key constituen-
cies on many issues. We invited
agroup of doctorsto the De-
partment to discuss problemsin
the medical malpractice market.
We are building better ties with
the agent community aswe
implement a new producer li-
censing regulation and discuss
changesto the auto insurance
system. Both here at DOBI and
at meetings across New Jersey,
we are hearing concerns of the
banking community. Many
ideas from these sessions will
find their way into new laws or
rules.

Let me highlight someitems
in this edition that merit special
attention:

* We are proud of the Newark
Consumer Center and the staff
who have taken turns meeting
with members of the public and
answering calls (see page 1).

We have great plansfor the
center in the coming year.

* Following the corporate ac-
counting scandals that started a
year ago with Enron, we wanted
to emphasize to the businesses
we regulate how we work to
prevent conflicts of interest and
misrepresentation of financial
information. The corporate gov-
ernance bulletins we issued are
summarized on page 4 and are
available on the web at
www.njdobi.org.

* In November, an important
new producer licensing regula-
tion took effect. The changes
will affect every licenseein
New Jersey, and we hope that
the promise of online licensing
will make the process work
better for everyone. Please note
the Just for Producers feature
on page 12, and check the web
site for updates.

You' |l notice anew look for
this edition of Banking & Insur-
ance Quarterly. It's part of an
ongoing effort to make al our
publications, both printed mate-
rials and those on the web, bet-
ter designed and more user-
friendly. In the coming year,
most of our publications will
get adesign overhaul —and we
will produce our first materials
in Spanish.

It's been great working with
our regulated industriesin
2002. With your help, | look
forward to more achievements
at DOBI in the new year.
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IN THE DEPARTMENT

AN ExPANDING ROLE FOR OFFICE OF INSURANCE CLAIMS OMBUDSMAN

MANAGING A CONSUMER HOTLINE, TIME-SENSITIVE COMPLAINTS AMONG KEY NEW DUTIES

Walk the halls of the Department’s Con-
sumer Protection unit on an average work day
and something becomes clear in ahurry: These
guys might be called lots of things, but “ soft”
sureisn’'t one of them.

The unit is known for its tough-but-fair ap-
proach to complaints about the industry, for
investigations that lead to millions of dollarsa
year in sanctions and restitution —and for its
staggering workload. But as successful asthe
group is, staffers understand that some kinds
of problems aren’t easily solved in such a high-
volume environment. Enter the Office of the
Insurance Claims Ombudsman.

“The Consumer Protection staff doesn’'t have
the luxury of time,” saysAnne Marie Narcini,
who became Acting Ombudsman in March.
“Consumers on the verge of a crisis often need
akind of special and immediate attention that
Consumer Protection can’'t always provide
without taking the risk that some other
consumer’s problem will end up on the back
burner. That’s where we comein.”

Examples of time-sensitive problems include
looming policy nonrenewals or cancellations
(Narcini notes that consumers “sometimes wait
until the last minute to call”) and collection
activity resulting from an insurer’sfailureto
pay adoctor’shill. There are cases of large
claims, such asfrom atotal losson acar or a
house, and cases involving approvals for medi-
cal procedures.

“We can’'t always give them a happy end-
ing,” Narcini says, “but in those cases we do
try very hard to make sure they understand
why the insurer isright and what other options
they might have. We see a duty to educate as
well as assist, to help folks understand how

Pictured from left, front row, are Debbie Seidel
(support staff), Patricia Fleming (investigator), Jeff
Lippincott (investigator), Acting Ombudsman
Anne Marie Narcini and Joe Mellito (investigator).
In back row, from left, are Phyllis Sabino (investi-
gator), Roland Barnes, Jr. (investigator), Jeff
Miller (investigator), Bob Palentchar (supervisor,
investigator) and Steve Case (investigator). Not
pictured are John Howell (investigator) and Diane
Spence Brown (support staff).

their policy works and why they might not be get-
ting what they’d like.”

Narcini’s staff still maintains the role of media-
tor between carriers and consumers — trying not
only to explain both sides but also to seeif acom-
promise can be reached. The approach is often
successful, she says, and can be especially helpful
on “hot” new issues such as New Jersey’s recent
mandate on infertility benefits.

The Office has also expanded to manage a newly
revised consumer hotline that is seeing increasing
use. Since the addition of information on auto in-
surance in August, the hotline has been averaging
more than 1,400 calls a month.

“The hotline is one of the areas where our staff is
really going above and beyond,” Narcini says.
“Thereareonly 6 or 7 folks handling all these calls
every day and | have never, ever received acom-

CONTINUED ON PacE 11



IN THE DEPARTMENT

of expertise includes auto, health and medical
mal practice insurance as well as predatory

Legidative and Regulatory Affairs at the
Department of Banking and Insurance on

October 21.

Wheeler, of Metuchen, is eager to apply the
knowledge he gained in private practice and at
the Senate Democratic Office to issuesthe
Department faces. While working as Assistant
Counsel and then as Staff Counsel with the
Senate Democratic Office from May 1999 until
his appointment with the Department, Wheeler
served asin-house legal counsel for 20
Democratic State Senators. He also staffed the
Senate Judiciary and Commerce Committees
and researched and drafted legislation.

Before joining the Senate Democratic Office,
Wheeler was employed as an attorney from
August 1997 to April 1999 with Meyner and
Landis, a Newark law firm where he partici-

DouglasA. Wheeler, an attorney whose range

lending, was named Assistant Commissioner of

ATTORNEY DoUGLAS A. WHEELER NAMED ASSISTANT COMMISSIONER

§ pated incivil litigation, real

| estate transactions and resi-

| dential and commercial tax
appeals. From August 1996 to
August 1997, Wheeler was an
attorney with Schwartz,
Simon, Edelstein, Celso and
Kesser in Florham Park. His
responsibilities there included
involvement in all phases of employment law
and commercial litigation.

WHEELER

Wheeler received hisjuris doctorate in 1996
from Seton Hall University School of Law in
Newark, where he served as director of Staff-
ing and Symposiafor the Legislative Law Jour-
nal. While earning his degree, he also served as
alegidative legal intern with the Senate Demo-
cratic Office.

In addition to adjusting to his new job,
Wheeler also will soon take on another new
role as he and his wife are expecting their first
child in January.

OMBUDSMAN

CONTINUED FROM PAGE 10

plaint from someone that an investigator was
rude or abrupt or did not answer the questions. |
can't really describe how grateful | am to these
folks. We've hit them with aton of new chal-
lenges and their workload has increased dramati-
cally but they keep accepting the challenge and
never, ever complain. They actually smile and
greet me warmly even when they know I'm
heading their way to give them more work!”

Joining the hotline dutiesis arelatively new
devel opment encouraged by Commissioner
Bakke: e-mail correspondence. The Office helps
with responses for 75 to 100 e-mailsto the Com-
missioner each month, as well as those flowing
to the Office’s own group e-mail account.

Community outreach is handled by two staff
membersin particular, Phyllis Sabino and Pat
Fleming, who travel to libraries, schools, senior
centers and housing groups to give presentations
on auto and homeowner issues. At least twice a
month they man a booth at DMV centers
throughout the State to answer questions on in-
surance. And they also chip in with presentations
to producers regarding anew licensing law. Un-
der Narcini’s leadership the pair is on the road
three or four days aweek, including evenings.

Ask her what she thinks is most important
about the Office and Narcini islikely to talk
about her staff. “Asateam they are the finest
group of knowledgeable, friendly and motivated
folks I’ ve ever had the privilege of working
with,” Narcini says.

11
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INSURANCE

JusT FOR PRODUCERS

How A NEw LAW, REGULATIONS WILL AFFECT YOU

On November 4, the Department of Banking and
I nsurance adopted new and amended regulationsto
implement the Producer Licensing Act of 2001.
Questions and answers below highlight major
changes. Please check the Department’s web site,
www.nhjdobi.org, for more information.

What are some of the changesresulting from
the Producer Licensing Act of 2001?

The definitions of “resident” and “nonresident”
have changed. You no longer must be aresident if
either your home or officeisin New Jersey. If either
the home and office are not in New Jersey, you can
now select your home state. For example, if you live
in Pennsylvania, but have an office in New Jersey,
you can now chooseto be licensed asaNew Jersey
nonresident.

The question of who needsto be licensed is now
uniform. Anyone who sells, solicits or negotiates
insurance must be licensed.

Resident applicants must submit fingerprint cards.

Lines of authority are now consistent with the
National Association of Insurance Comm-
issioners Model Act. The lines are Property,
Casudlty, Life, Health, Variable, Title, Surplus
Linesand Personal Lines Property/Casualty.

Resident business entities must obtain approval
from the Department for the use of business names.
Branch offices cannot conduct business unless a
licensed producer is present. Previoudly, alicensed
producer had to be permanently assigned to the
branch office.

If aproducer becomes disabled or dies, an
gppointed representative, surviving gpouse or next of
kin may request a 180-day temporary license. The
applicant must designate a sponsor who is currently

licensed as an insurance producer in New Jersey or
an insurer authorized to write in New Jersey.

Limited Lines producersreplace Limited Insurance
Representatives registered by insurance companies.

What isinvolved with obtaining a Limited Lines
I nsurance Producer s license?

Individuals and business entities must apply for a
license and comply with al producerslaw and
regulationsfor standards of conduct, record keeping,
fees and management of funds. Applications and
criminal background are reviewed.

What typesof limited lineslicenses arethere?

Thetypesare: bail bonds, credit insurance, legal
insurance, ticket insurance, group mortgage
cancellation, self-storage personal property, and
specia nonresident limited lines (for limited lines
offered by other states, but not New Jersey).

What about the new variable authority?

To obtain variable authority, licensees must also
supply their NASD or State securities bureau
registration or license number. Producers who now
have life authority can have variable authority added
by submitting their license/registration number until
December 31, 2003, for no additiona fee. After that
the $20 fee for adding aline of authority will apply.

Arethere any changesthat affect surpluslines
producer licenses?

Nonresidents may now obtain surplus lines
authority; abond isno longer a condition for
licensure; and a New Jersey officeis no longer
required. These changes assure compliance with
the reciprocity provisions of the federal Gramm-
Leach-Bliley Act.

What are some of the changesto insurance
education?
CONTINUED ON PAGE 13
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GOVERNOR MCGREEVEY TARGETS AUTO AND MEDICAL INSURANCE FRAUD

CONTINUED FROM PAGE 5 her Office has rea“zed a
motorists and law 132-percent increasein
enforcement programs  defendants charged, a
aimed at identifying 120-percent increasein
automobiledamsfraud, as guilty pleas, and a 147-
well ashealth insurance  percent increasein civil
and Medicaid program  sanctions imposed during
benefit fraud. the first eight months of
“Our focusison coop- 2002. The Office of the
erative law enforcement |nsurance Fraud
initiatives that maximize Prosecutor charged 165
resources,” said Attorney defendantsin 2002,
General Samson. “We  versus 71 defendants
recognizethat by working charged for the same
together, federal, state, periodin 2001. Similarly,

county and local law 95 defendants pleaded
enforcement agenciesare guilty to crimind insurance
better positioned to fraud chargesthrough

identify, investigate and  August 25, while 43 guilty
prosecute insurance
fraud. The Office of
Insurance Fraud
Prosecutor has been

that date |ast year.

civil sanctions for the
same period in 2001. It

New Jersey. “The
heightened levd of activity

has collected $4.3 million at the Office of the
in pendties, up from $2.6 Insurance Fraud

million last year.

A new “Uninsured
Motorists Identification
Directory” has been
developed by the OIFP
to serve asaquick, up-
to-datereferencefor police
and insurance fraud
investigators. It will be
distributed to police
departments, county
prosecutors officesand
other law enforcement
agencies.

Prosecutor and the
dramatic increasein
actions againg thosewho
defraud the honest
policyholders of our state
demonstrates the strong
level of cooperation
among the public, state
government, law enforce-
ment and insurance
companies.”

New Jersey residents
can obtain more
information or report

“The Insurance Council insurance fraud to the

insurance company

pleaswere obtained by  of New Jersey and its 32 Division of Criminal

Justice — Office of

Additiondly, the Office members join Governor Insurance Fraud
of the Insurance Fraud McGreevey inhis‘zero Prosecutor by calling

leading those effortsin  Prosecutor hasimposed tolerance’ policy against toll-freg, 1-877-56-FRAUD

New Jersey.” sanctionsin 2,827 civil
According to Insurance fraud cases thus far in

insurance fraud,” said

(1-877-553-7283), or

John Tiene, President of visit the web page,
Fraud Prosecutor Brown, 2002, compared to 1,143 the Insurance Council of www.NJnsurancefraud.org.

approval, signing
certification forms, prep-
aring schedules and
contacting the Depart-
Insurance Education  ment.
Providers (schools
approved to provide The provider no longer
prelicensing and/or must maintain a New
continuing educationto  Jersey office. Records
resident producersand must be maintained and
potential applicants) can information provided for
now designate authorized new, potential, past and
personnel to assume  current students to
tasks previously reserved contact the provider
for thedirector. Such  through its authorized
tasks include submitting personnel and director,
requests for course and those records must

PRODUCERS

CONTINUED FROM PAGE 12

be accessible to the

What other changes

Department. Insurance can be expected?

education providers,

directors and authorized A new web-based
personnel are subject to licenang system developed

suspension, revocation

with the NAIC will alow

of approval, termination producers to renew,
or monetary penalty for change addresses and

violating, or aiding or
abetting anyonein
violating any New
Jersey insurance laws,
demonstrating
incompetence or

check statusonline. It
should be availablein
early 2003.
Electronic agency
appointments and
terminations will be

untrustworthiness in the permitted through the

role, or for fraud or
mi srepresentation.

National Insurance
Producer Registry.

13
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ADMINISTRATIVE ACTIONS, BANKING

Licensee

1st Mortgage.Com Inc.

JP Funding Inc.

Neway Financial Services, Inc.
The Treasurer

The Molly Company

American Skycorp Inc.

Michael Milov

Park Avenue Mortgage Corp.
Secaucus Check Cashing
Marquise Financial Services, Inc.
Vasquez Travel Agency

1st Mortgage.Com Inc.

Albiez Insurance Agency, Inc.
American Skycorp Inc.

East Bay Funding Corp.

Envios De Va ores Dominicanos Inc.

Executive Mortgage Services, Inc.
Global BenefitsInc.

John Christie & Company

Namur Travel

Omni Mortgage

Power Mortgage Co. Inc.

San Francisco Money Transfer Inc.

Zachary Jackson Mortgage Inc.

Type of Order

Amended Suspension Order
Final Suspension Order

Notice of Suspension & Penalty
Notice of Suspension & Penalty
Notice of Suspension & Penalty
Notice of Order & Suspension
Notice of Suspension

Notice of Order & Suspension
Notice of Order & Suspension
Notice of Order & Suspension
Notice of Order & Suspension
Amended Suspension Order
Notice of Suspension Order
Final Suspension Order

Notice of Order & Suspension
Notice of Order & Suspension
Final Suspension Order

Notice of Order & Suspension
Notice of Order & Suspension
Notice of Suspension Order
Notice of Order & Suspension
Final Suspension Order

Notice of Order & Suspension
Notice of Order & Suspension

Reason

T oTv=zzmkZL

Date of
Order

5/8/02
5/8/02
5/8/02
5/8/02
6/4/02
6/4/02
6/4/02
6/4/02
6/4/02
6/4/02
7117/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02
8/26/02

5/28/02
5/28/02
5/28/02
5/28/02

6/24/02
6/24/02
6/24/02
6/24/02
6/24/02
8/14/02
10/1/02

8/26/02
9124102
9/27/02
8/26/02
10/2/02
10/3/02
10/1/02

8/26/02

Suspended
Suspended

Pending Final Order
Corrected 6/11/02*
Pending Final Order
Pending Final Order
Corrected 6/11/02*
Pending Final Order
Pending Final Order
Pending Final Order
Pending Final Order
Pending Final Order
Pending Final Order
Suspended

Pending Final Order
Pending Final Order
Suspended

Pending Final Order
Corrected 9/26/02*
Pending Final Order
Pending Final Order
Suspended

Pending Final Order
Pending Final Order

Reason Codes

A-Failureto file 1998 annual report
B-Unlicensed activity and penalty

C-Latefiling penalty for annual report

D-Failureto file 1997 annual report

E-Failure to maintain surety bond coverage
F-Failure to notify Department of prior suspension
G-Dishonored check issued to Department

H-Failure to fund mortgage loans

[-90-Day Emergency Suspension/Check Casher

J-Failureto file 1999 annual report

K-Failure to pay examination hill

L-Revocation and abar to sell money orders
M-Failureto file 2000 annual report
N-Failure to respond to examination

O-Address Change Violation

P-Failure to pay penalty

Q-Failure to compl ete fingerprint process
R-Failure to make refund to consumer
S-Failureto file 2001annual report

*Order Rescinded
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New Jersey

NJREC RECENT Di1SCIPLINARY ACTIONS

Jeff P. Lagowitz, formerly licensed salesperson. Mr. Lagowitz
formerly wasassociated withaNew York City brokeragefirm.
After ahearing in mitigation, the Commission found that Mr.
Lagowitz wasineligibleto reinstate his salesperson’slicense
because the conduct underlying his criminal conviction
demonstrated that hedid not possessthegood moral character,
honesty, integrity and trustworthinessthat all candidates for
license must possess as required in N.J.S.A. 45:15-9. The
Commission further found that Mr. Lagowitz had engaged in
unlicensed redl estate activity inviolation of N.J.S.A. 45:15-1
and 15-3. The Commission determined that Mr. Lagowitz
would not be eligible to become licensed as a salesperson
until July 1, 2004, or when his criminal probation ends,
whichever islater, and that he would have to requalify for a
license by taking the prelicensure education course and state
examination. The Commission also imposed a $5,000 fine.
George J. Colavito, broker, Middlesex County. On June
18, 2002, the Commission approved a settlement whereby,
without admitting to any violation of the Real Estate License
Law or the Commission’s regulations, Mr. Colavito did not
contest allegationsthat hewasin violation of N.J.A.C. 11:5-
6.4 regarding his fiduciary duties. He agreed to complete
the thirty-hour course offered as a part of the broker’s
prelicensure course on agency.

David S. Cooper, formerly licensed broker, Middlesex County.
On July 16, 2002, after afull hearing, the Commission found
that Mr. Cooper was not eligible to reinstate hislicense until
February 2006 pursuant to N.J.S.A. 45:15-12.1, based on his
criminal fraud conviction. The Commission further found that
hewasfound guilty of violating N.J.S.A. 45:15-17(s), failing
to report hisarrest and conviction within 30 days, and N.J.A.C.
11:5-3.9 (@) and (c) for failing to maintain a full-time office
open to the public prior to the expiration of hislicense. The
Commission also imposed afine in the amount of $500.
Patricia DeClemente, salesperson, Cape May County. On
July 23, 2002, after a full hearing, the Commission found
that Ms. DeClemente had violated N.J.S.A. 45:15-17(e),
unworthiness, bad faith and dishonesty, and (1), fraud and
dishonest dealing when she misappropriated escrow deposit
monies from her broker’s escrow account by signing her
broker’s name to checks which she then cashed. The
Commission revoked Ms. DeClemente’slicensefor fiveyears
and imposed a fine in the amount of $1,500.

LeRoy Gillead, salesperson, Union County. On September
10, 2002, after afull hearing at which Mr. Gillead failed to appesr,
the Commission found that Mr. Gillead had violated N.J.S.A.
45:15-17(d) in failing to account for or pay over the funds of
others coming into his possession; N.J.SA. 45:15-17(a) and
(c), pursuing a flagrant and continuous course of
misrepresentation; (€) unworthiness, bad faith and dishonesty
and (1) fraud and dishonest dedling. Mr. Gillead misrepresented
the ownership status of a property and obtained a deposit
from a purchaser, which he failed to return when he was

requested to do so. The CommissSon revukeu il VINEU'S
licensefor 10 years, assessed afinein theamount of $5,000 and
ordered that he make restitution in the amount of $10,500.
William Brottman, broker-salesperson, Sussex County. On
September 24, 2002, the Commission approved a settlement
wherein Mr. Brottman admitted toaviolationof N.JS.A.45:15-
17(e), unworthiness, and advertising violations (N.J.A.C. 11:5-
6.1(b), (g) and (n) ). Based onthose admissions, Mr. Brottman
agreed to a six-month suspension of his license and agreed
that once his license is reinstated, it will be held on a
probationary basisfor six months. Mr. Brottman also agreed
to pay a $5,000 fine.

Denise Hecht, salesperson, Sussex County. On September
24, 2002, the Commission approved a settlement wherein
Ms. Hecht admitted to a violation of N.J.S.A. 45:15-17(e),
unworthiness, and agreed to have her license held on a
probationary basis for a period of one year. Ms. Hecht also
agreed to pay afinein the amount of $1,500.

Judith O’ Nell, salesperson, Sussex County. On September
24, 2002, the Commission approved a settlement wherein Ms.
O’'Neil admitted to a violation of N.J.S.A. 45:15-17(e),
unworthiness, and agreed to have her license held on a
probationary basisfor a period of six months.

INSURANCE FINES

A fine of either $250 or $500 was imposed on the
following licensees for failure to notify the department
of changes in business and/or residence mailing
addresses.

Arguello, Gabriel San Antonio, TX
Awad, Susan Bayonne, NJ
Beachy, John R. Medford, NJ

Bianculli Jr., August Rutherford, NJ

BiGiea, Joseph Franklin Lakes, NJ
Boost, Martin SantaAna, CA
Broder, Alain Brooklyn, NY
Brown, Joseph M. Mahwah, NJ
Butera, Christine West Caldwell, NJ
Cambetas, Rui Peekskill, NY
Cammarota, William G. North Haledon, NJ
Canta, Ronald George Castroville, TX
Carualho, John Cranford, NJ
Casas, Rodolfo S. Stamford, CT
Casbarro, Ralph Bayside, NY
Chang, Hongsoo Ridgefield, NJ
Choi, ChungH. Rutherford, NJ
Collins, Darrd Plainfield, NJ
Cooper, C. Clinton Kinnelon, NJ

Crescibene, Eugene
Day, SueAnne

East Hanover, NJ
Bloomingdale, NJ

Doles, Ronald M. Manasquan, NJ
Fallon, Robert J. Newburgh, NY
Farrar, John D. Springfield, MD
Figueiredo, Antonio Hillside, NJ
Fischer, Donald R. Wyckoff, NJ
Franco, CharlesM. Bloomfield, NJ

15
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Garza, Melissa
Geronireo, Zenalda
Ghabaur, Joseph
Gibbons, JamesF.
Giordano, Elvin R.
Giraran, Franchesa
Guhl, Gerald M.
Guler, Kemal
Handler, Martin
Harris, Paul Seven
Heffernan, F. Michael
Hickman, LorettaA.
Johnson, Frederick A.
Juneau, AndreP.
Lee, JamesH.

L oftos, Kevin W.
Lovsa, Marisol
Loyas, Edward J.
Monaghan, Elaine
Monroe, Vicky L.
Morrislll, Kenneth E.
Myers, Nicholas P.
Nealy, Dale

Olson, KellieL.
Park, Myeong K.
Patois, Carole
Patruno, LauraA.
Patter son, Geor ge B.
Poblete, Jonathan
Popowich, John E.
Prideanx, Daniel W.
Puhlovsky, Leda J.
Raman, SreeJ.
Ranalli, DennisD.
Randis, Thomas
Ricra, Carlos
Rittman, Glenn
Robertson, Terrie
Rodriguez, Cesar
Rogers, Wendy Crystal
Salaza, Leonard
Shakkokr, Elias S.
Showalter, Avdra
Shute, TY W.
Sposato, Ronald L.
Sellato Jr., Joseph R.
Soddard, Chris
Sone, Sanley S.

Tamarkin, Robert Brian

Temple, JamesHomes
Tessier, Frantz
Ugarte, Jacqueline S.
Williams, ThomasR.
Young, Jeremy B.

Zehiner, Carol R.

San Antonio, TX
Union, NJ

Jersey City, NJ
Hillsborough, NJ
Brielle, NJ

Largo, FL

East Rutherford, NJ
East Brunswick, NJ
Brooklyn, NY
Boca Raton, FL
Walnut Creek, CA
Gibbsboro, NJ
Vauxhall, NJ
Austin, TX
Lakewood, NJ
Pine Brook, NJ
Belleville, NJ
Elmwood Park, NJ
Sewell, NJ
DeFiance, MO
New Bern, NC
Alto, Ml
Dennison, OH
Mays Landing, NJ
Closter, NJ

West Paterson, NJ
Kenilworth, NJ
Denville, NJ

San Antonio, TX
Verona, NJ

Cape Coral, FL
Paterson, NJ
Northbrook, IL
Fairview, PA
Livingston, NJ
Kearny, NJ
Cedarhurst, NY
Horseheads, NY
Roselle Park, NJ
Brandon, FL

San Antonio, TX
Paterson, NJ
Denver, CO
Weston, MA
Danbury, CT
Clark, NJ
Millstone, NJ
Encino, CA
Alpharetta, GA
Westfield, NJ
Hillside, NJ

San Antonio, TX
Montville, NJ
Berlin, NJ
Verona, NJ

PRODUCER LICENSE ACTIONS

AMF Insurance Services, Inc., Tinton Falls, and Anthony Michael
Feliz, Wall — License suspensions pending the resol ution of charges

contained in department Order to Show Cause No. E02-207.
Ambrose, Michael P., Hillsborough — Revocation for utilizing the
proceeds of alife insurance loan for his own use.

Binczak, Joseph A., West Charlton, NY —Revocation, $140,250
in fines, $400 in costs and restitution of $486,500 for, without the
knowledge or consent of the insureds, causing documentation to
be submitted to an insurer directing that funds be withdrawn or
transferred from the insureds’ annuities/Individual Retirement
Accounts, resulting in checks being issued by the insurer, which
were then deposited into a bank account controlled by Binczak,
who used the proceeds for his personal benefit without the
knowledge or consent of the insureds; failing to comply with a
departmental subpoena and changing his business and residence
addresses without proper notification to the Commissioner.
Kédly,JohnA., Cherry Hill —Two-year license suspension, $20,000
in fines and restitution of $43,325.10 for placing health insurance
coverage with Atlantic Healthcare Benefit Trust, an unauthorized
and indligible insurer which resulted in certain medical claims not
being paid; failing to exercisereasonable skill, careand diligencein
selecting afinancially secureinsurer, and failing to maintain accurate
books and records reflecting all insurance related transactions in
which he took part.

Lim, Jangsoo, Forest Hills, NY —Revocation for submitting policy
loan forms to an insurer without the knowledge or consent of the
insured and requesting that checks in the aggregate amount of
$15,000 be issued to the insured, subsequently falsely cashing the
checks and retaining the proceeds for his personal use.

Morris, Owen A., East Orange — 60-day license suspension and
$2,000 fine for two instances of accepting a deposit for fire and/or
liability coverages and failing to secureapolicy; failing to remit to
aninsurer in atimely manner thefull amount of apayment received
from aninsured; failing to return unearned premium to an insured;
failing to respond to a departmental inquiry; and submitting
applicationsto NJPAIPwhich resulted in various deficienciesbeing
assessed by NJPAIP.

Myerson, Bobby F., Laurel Springs — Revocation, $5,000 fine,
$225 in costs and restitution of $21,000 plus interest for accepting
$30,000 from aclient for an insurer’s Keogh plan and misapplying
thefundsto another producer, who used the fundsfor hisown benefit,
and failing to makerestitution to the client despite signing adocument
with the other producer that they would make restitution.

National Program Services, Inc., Cedar Knolls, and activeofficer
Vito Grupposo, Basking Ridge— License suspensions pending the
resolution of criminal charges.

The following limited insurance representatives or
insurerswere fined for failing toregister atrade

name with the department.

Granite Sate I nsurance Company — $1,000

Henry, Nancy, Mount Holly — $1,000

Nalbone, Derek J., Trenton — $2,000 (Includes a penalty for
charging an improper fee.)

CORRECTION: In Volume 1, No. 3, in an administrative
action concerning N.J. National Associates, Inc., Cape May,
the names of the active officers involved were omitted. The
active officers named in the administrative action were Gregory
J. Coffey, Frank Gauvry and Charles Pessagno.
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Atlantic Title Agency, Inc., Millburn, and active officer
William S. McLaughlin, Basking Ridge — $1,000 for allowing a
revoked producer to transact the business of title insurance.
Friedman Benefits Group, Mount Laurel, and active officer
Karl M. Friedman, Cherry Hill —$3,000 for placing alife
insurance application with an unauthorized insurer and for
incorrectly reflecting the place where the application had been
signed.

Goellner, Eugene H., Red Bank — $1,250 for disseminating an
advertisement for life insurance in which he failed to identify the
producer he was representing or the nature of his relationship
with the producer.

Megaro, Anthony T., Montville — $2,500 for distributing a
misleading solicitation for health insurance that lead prospective
purchasers to believe that they were guaranteed premium savings
with the same or better coverage.

Petropoulos, Robert E., Ringoes — $1,000 for failing to comply
with the department’s life insurance replacement regulation.

P. L. Services, Inc., West Windsor — $500 for using an unfiled
trade name and for failing to notify the Commissioner of a change
in its business address.

Phoenix Excess & Surplus Lines, Inc., West Trenton; owner
Edward S. Johnson, Newtown, PA; and active officers Dennis
W. Pellegrino, Bayville; Bernadette T. Johnson, Newtown,
PA; and Michad A. McGee, Williamstown — Revocation of the
agency license, $78,500 in fines, $251,495 restitution, and 90-day
license suspension for Pellegrino for charging policyholders an
inspection fee when an inspection was not performed or was greater
than the fee charged by the firm performing the inspection.
Redwoods Group, I nc., Westwood, $50,000 fine; Colony Agency
Services, Hightstown, $10,000 fine; and Preferred National
Insurance Company, $25,000 fine — Charged policyholders an
inspection fee when an inspection was not performed or was greater
than the fee charged by the firm performing the inspections, and for
including the incorrect fees in the itemization of premiums on the
company’s declaration pages. The parties also paid restitution of
$226,250.

Sentry Financial Group, Inc., Red Bank, and active officer
David M. Shane, Holmdel — $1,250 for using an unfiled trade
name.

Sparano, Richard, Cherry Hill — $5,000 for using an unregistered
business name, operating three branch offices prior to registering
them with the department, and failing to obtain a bail bond after
receiving a payment for it.

Sportsand Fitness|nsurance Corpor ation, Madison, M S —$2,000
for disseminating a misleading advertisement that claimed its
coverages and prices would “beat any” insured’s current general
liability insurance premium by 20% without reliable information or
documentation to demonstrate that it could deliver on the advertised
promise.

Victorian Title Agency, Inc., Haddon Heights, and active
officersRenee Beck, Haddonfield; Robyn Glocker Hammond,
Gibbstown; and Julia A. M ajewski, M oorestown — Fines
totaling $40,000 and $35,000 in restitution for conducting real
estate closings and failing to make disbursements within the time
period provided by and according to the requirements that are set
forthin New Jersey law.

The following producers were fined for transacting
insurance business without a current license.

Beers, Ralph T., Manhattan Beach, CA, — $1,000 (Includes a
penalty for failing to notify the Commissioner of a change in his
business address.)

Brownyard, Torrence W., Blue Point, NY —$250

Flatness, Dennis D., &. Louis, MO — $2,250 (Includes a penalty
for failing to notify the Commissioner of a change in his business
address.)

Ohlert Ruggiere, Inc., and active officer Joseph A. Ruggiere,
Woodhaven, NY —$1,500

Paoline, John K., Andover —$250

Valente, James, West Allenhur st —$1,000

World Wide Facilities, Inc., Garden City, NY, and active
officer Eileen Lesberg, Manhasset, NY —$1,500

The following producer sinsurers were fined for
various violations of New Jersey’s surpluslines and
regulations.

Brown and Brown Metro, Inc., Clark — $500
Underwritersat Lloyds—$1,000

Herbert Fisher, Newark — $250

Insurance Brokers Services, Inc., and active officer Robert J.
Greenbaum, Chicago, IL — $500

Pacific | nsurance Company — $1,000

Walter J. Pilipiak, Ridgewood — $1,000

Roanoke Trade Services, Inc., Schaumberg, IL —$500
TexasAGA, Inc., and active officer Alfred Raymond Bangs,
Addison, TX — $250

The following companies were fined for failing to
submit prompt pay reportsin atimely manner.

FortisInsurance Company — $750
New England Life Insurance Company — $1,000
United Sates Life Insurance Company — $1,000

The following producers were fined $500 for failing
to timely notify the Commissioner of criminal or
disorderly person convictions or disciplinary actions
by another state.

Samuel G. Burton, Willingboro
Frank L. Cubelo, Cranford
Robert J. Mule, Trenton

Seven R. Sarkisian, Yardley, PA

The following producers have been penalized for a
misrepresentation on a license application.

Ronnie K. Altieri, Pater son — $500

Diana R. Alvarado, Newfield — $500

Marc H. Buntin, Browns Mills — $250

K athleen M. Cahill, Point Pleasant Beach — $250
Walter Gately, Piscataway — $250

Jonathan |. McL eod, Plainfield — $500

Orlando Montanez, Jersey City — $500

Craig P. Orchard, Brick —Revocation (Inlieu of fine)
Michael J. Perry, Brick — $500

M aritza Ramirez, Belleville — $500

Allan J. Sanford, Oakland — $500

Andrei A. Santos, Sewell — $500

Arthur P. Sephens, Morganville — $500

John Welsh, Doylestown, PA —$750 (Includes penalty for failure

to notify department of address changes.)
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AAA Lifelnsurance Company —$10,000 for disseminating afalse
advertisement for lifeinsurance that characterized the cash value of
apermanent lifeinsurance policy as a* savings account.”
AltaHealth and Lifelnsurance Company and OneHealth Plan
of New Jersey, Inc. — $36,000 for the untimely non-renewal
notification to policyholders who were not being transferred to
another insurer; the late filing of an annual loss ratio report for
SEH business; failing to return dividends and credits owed to
policyholders in the time frame as required by departmental
guidelines; issuing level funding productsto three groupswith less
than 50 members which the per person retention limit was less
than $20,000 and/or the expected claims for the group per year;
failing to provide an informational filing of SEH rates; utilizing
rates that were calculated with a trending factor that was not
correctly applied and charged ratesthat varied by commission level;
and failing to file certain prompt pay reports in a timely manner.
The companies paid restitution of $154,410.

Atlantic Alliance Fidelity and Surety Company — $1,000 for
submitting an Appendix Exhibit D without providing at least 30
days prior notification to the Commissioner.

CIGNA HealthCare of New Jersey, Inc. — $200,000 fine and
$130,946 restitution for instances disclosed during a 2001 market
conduct exam which revealed that certain claims practices of the

company did not accord with various provisions of insurance statutes
and regulations.

Monumental Life Insurance Company — $30,000 fine and
$256,322.56 restitution for utilizing an endorsement that reduced
the prescription drug benefit for pre-standard M edicare Supplement
plans prior to filing the endorsement with the Commissioner.
Trustmark Insurance Company — $5,000 for failing to file
informational rate filings for its small employer group business.
VeteransL ifelnsurance Company —$7,500 for allowing unlicensed
employees of Phase OneMarketing to salicit lifeinsurance business
on the company’s behalf in New Jersey.

The following producers were fined for issuing
insurance identification cards that failed to comply
with departmental regulations.

E&K Agency, Inc., Eatontown — $250

G. David Balsley, Inc., Northfield — $250

Regina M or ales-Peck, Camden — $500

W. C. Hughes Agency, Inc., Gibbsboro — $1,500 (Includes a
penalty for failing to timely notify the department of changesin
the active officers of the agency.)

Thetotal amount recovered through nonpunitive
finesfor the year 2002 was $1,924,532.25.

45 RETIRE FROM THE DEPARTMENT OF BANKING AND INSURANCE

Name Retirement Division
Apoldite, Carl 7/1/02 REC
Ashe, Frank 7/1/02 Consumer Finance
Bramlett, Seneida 10/1/02 Solvency Regulation
Branch, Edith 7/1/02 Consumer Finance
Brown, Wilbur 7/1/02 Depositories
Burawski, Nancy* REC
Cantuba, Lily 7/1/02 Depositories
Cantwell, Paul 7/1/02 Administration
Carbone, Diane 8/30/02 Public Affairs
Caruso, Thomas* REC
Cochran, Rosdlie 7/1/02 Administration
Congdon, Harry* P& C Actuaria
Crelin, Linda 9/1/02 Banking
DeGregory, Richard* Administration
Evans, Richard 7/1/02 Public Affairs
Fernandez, Marcel 7/1/02 Depositories
Flaster, Mitchell 7/1/02 REC
Garfing, Karen 12/1/02 Commissioner’s Office
Gregorio, Estelita 10/2/02 Solvency Regulation
Haenni, Harry* Solvency Regulation
Horahan, William 7/1/02 Public Affairs
Johannes, Dorothy 7/1/02 P& C Actuaria
Jonson, James 7/1/02 Depositories
King, Robert* Legsand Regs

Name Retirement Division
Leist, Kevin 7/102 Administration
Lombardo, Joann 10/1/02 Solvency Regulation
Matejik, Francis 7/102 Solvency Regulation
McGuire, Phyllis 7/1/02 Solvency Regulation
Mesrobian, Charlie* Depositories
Newman, James** L & HActuarial
O'Donoghue, Vincent  7/1/02 Administration
Perfeti, Marie* Consumer Finance
Perretta, Kerry 7/1/02 Ombudsman
Peters, Patricia* L & HActuaria
Ross, John* Banking
Sickels, Jocelyn Consumer Finance
Smith, Elayne 7/102 UCJF
Strickland, Lorraine  7/1/02 Banking
Sussman, Robert* UCJF
Swierczek, Paul 7/1/02 Consumer Finance
Tunstall, Thelma 7/1/02 Consumer Protection
Unger, Edward* L & HActuaria
Vehec, Robert L & HActuaria
Wieczkowski, Thomas 7/1/02 Administration
Walker, Ken 11/01/02 Banking

*Retiring in 2003
** Retiring in 2004
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RULE ADOPTIONS

The Office of Legidative and Regulatory Affairs adopted the following rules during the period be-
tween April 1, 2002, and September 31, 2002. Copies of these rule adoptions can be viewed on the
Department’s web site, at www.state.nj.us/dobi/legsregs.htm.

Filings: Property and Casualty Effective 4/1/02
Adopted New Rules: N.JA.C. 11:1-2.1, 2.7 and 11:1-2 Appendix,

ExhibitsA and B

Adopted Amendments: N.J.A.C. 11:1-2, 11:3-16.3, 11:13-2.5 and

11:13-5.1 ExhibitsA, B and C

Smoker and Nonsmoker Mortality Tables Effective 4/1/02
Juvenile Insureds
Adopted Amendment: N.JA.C. 11:4-24.4

Group Coordination of Benefits Effective 4/1/02
Adopted Amendments: N.J.A.C. 11:4-28.1, 28.2, 28.4, 28.6, 28.7,

28.9 and 11:4-28 Appendix A

Adopted New Rule: N.J.A.C. 11:4-28 Appendix B

Adopted Repeals and New Rules: N.J.A.C. 11:4-28.8 and 28.11

Standards for Individual Life Insurance Policy Forms Effective 4/1/02
Standards for Smoker/Nonsmoker and/or Tobacco/Non-tobacco

Reclassification

Adopted New Rule: N.JA.C. 11:4-41.14

Commercia Lines Insurance — General Provisions Effective 4/1/02
Adopted Amendment: N.JA.C. 11:13-1.2

Requirements for Managing General Agents Effective 4/15/02
Adopted Amendments: N.J.A.C. 11:17-6.2 and 6.3

Audit Requirements Effective 4/15/02
Readoption: N.JA.C. 3:29

Senior Citizen Insureds to Designate Third Parties Effective 7/1/02
to Receive Certain Notices
Adopted New Rules: N.J.A.C. 11:2-19

Credit Unions Effective 7/1/02
Readoption with Amendments: N.JA.C. 3:21

Health Benefit Plans Effective 7/15/02
Prompt Payment of Claims

Denied and Disputed Claims

Adopted Amendment: N.J.A.C. 11:22-1.6

Bank Holding Companies Effective 8/5/02
Readoption with Amendments: N.JA.C. 3:13

Prohibition on Subrogation/Third Party Liability Provisions Effective 8/5/02
Adopted Repeal and New Rule: N.JA.C. 11:4-42.10
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BANKING’S CHIEF EXAMINER RECEIVES COVETED AWARD

Janine Akey, Chief Examiner
of Depositoriesfor the Depart-
ment’s Banking Division,
received the coveted Warren
Hill Award in September at the

ConNntAct Us

NEW JERSEY DEPARTMENT OF
BANKING AND INSURANCE

OFFICE OF PUBLIC AFFAIRS
PO Box 325
TRENTON, NJ 08625-0325

Voice: (609) 292-5064
Fax: (609) 292-5571
E-MAIL: njbiq@dobi.state.nj.us

NEWSLETTER STAFF:
Mary K. CAFFREY, ASSISTANT COMMISSIONER

TLucy SnvEsTRE, EDITOR & DESKTOP PUBLISHER
GREGORY PULITI, PRODUCTION ASSISTANT

New Jersey League of
Community Bankers Senior
Management Conference. The
award isgiven for outstanding
commitment and contribution
in supporting New Jersey’s
savings and community banks
efforts to provide superior
service to the community.

Past recipients of the award
include: 1998 — William B.
Lewis (former Deputy
Commissioner of Banking);
1999 — Congresswoman Marge
Roukema; 2000 — Michael M.
Horn, Esg. (League Counsel
and former State Treasurer,
Commissioner of Banking and

Assemblyman); 2001 — Nicholas
J. Ketcha (at the time, the
Director of the Division of
Banking).

Akey, who has been with the
Department since 1975 and
oversees a staff of 36, is
humbled to join the ranks of
these past recipients. She stated,
“It'srewarding to be a part of
ateam that fosters prosperity for
consumers and business alike.
What we do in our unit helpsthe
banks accomplish their goasto
provide extraordinary banking
sarvices. Thiscan only be done
when you' re safe and sound
and have thriving franchises.”



