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CHAPTER 2 

INSURANCE GROUP 

Authority 

N.J.S.A. 17:1-8.1, 17:1-15e, 17:17-1 et seq., 17B:17-1 
et seq., 34:15-77 and 54:18A-1 et seq. 

Source and Effective Date 

R.2001 d.6, effective November 30, 2000. 
See: 32 N.J.R. 3530(a), 33 N.J.R. 85(a). 

Executive Order No. 66(1978) Expiration Date 

Chapter 2, Insurance Group, expires on November 30, 2005. 

Chapter Historical Note 

Chapter 2, Insurance Group, was adopted and became effective prior 
to September 1, 1969. 

Subchapter 10, Casualty Insurers, Personal Lines Insurance, was 
adopted as new rules by R.1970 d.71, effective June 26, 1970. 

Subchapter 11, Rules Governing Advertisement of Health Insurance, 
was adopted as new rules by R.1972 d.95, effective May 16, 1972. See: 
4 N.J.R. 69(b), 4 N.J.R. 128(d). 

Subchapter 12, Mass Marketing of Property and Liability Insurance, 
was adopted as new rules by R.1974 d.271, effective September 25, 
1974. See: 6 N.J.R. 313(d), 6 N.J.R. 408(a). 

Subchapter 13, Group Coverage Discontinuance and Replacement, 
was adopted as new rules by R.1974 d.272, effective February 1, 1975. 
See: 5 N.J.R. 342(c), 6 N.J.R. 409(a). 

Subchapter 17, Unfair Claims Settlement Practices, was adopted as 
new rules by R.1981 d.407, effective November 2, 1981, operative 
January 15, 1982. See: 12 N.J.R. 600(f), 13 N.J.R. 774(c), 13 N.J.R. 
894(a). 

Subchapter 18, Readable Policies, was adopted as new rules by 
R.1982 d.410, effective November 15, 1982. See: 14 N.J.R. 967(a), 14 
N.J.R. 1307(c). 

Subchapter 10, Casualty Insurers, Personal Lines Insurance, was 
repealed by R.1985 d.71, effective February 19, 1985. See: 16 N.J.R. 
2920(a), 17 N.J.R. 458(b). 

Subchapter 23, Advertisement of Life Insurance and Annuities, was 
adopted as new rules by R.1985 d.600, effective November 18, 1985. 
See: 16 N.J.R. 2626(a), 17 N.J.R. 2776(a). 

Subchapter 19, Approval of Insurance Schools and Company Train-
ing Programs, was adopted as new rules by R.1985 d.608, effective 
December 2, 1985. See: 16 N.J.R. 2920(b), 17 N.J.R. 2901(b). 

Subchapter 1, Educational Requirements for Licensing, was repealed, 
and Subchapter 19, Approval of Insurance Schools and Company 
Training Programs, was repealed by R.1989 d.192, effective April 3, 
1989. See: 20 N.J.R. 1152(a), 21 N.J.R. 899(b). 

Subchapter 26, Annual Audited Financial Reports, was adopted as 
new rules by R.1989 d.612, effective December 18, 1989. See: 21 
N.J.R. 3054(a), 21 N.J.R. 3919(b). 

Pursuant to Executive Order No. 66(1978), Chapter 2, Insurance 
Group, was readopted as R.1991 d.4, effective November 30, 1990, and 
Subchapter 8, Mid-Term Substitution by Mortgagor of Insurance Poli-
cies, was repealed, effective January 7, 1991, by R.1991 d.4. See: 22 
N.J.R. 1673(a), 23 N.J.R. 103(a). 
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Subchapter 32, Custodial Deposits, was adopted as new rules by 
R.1991 d.14, effective January 7, 1991. See: 22 N.J.R. 2640(a), 23 
N.J.R. 105(a). 

Subchapter 31, Manner of Determining Premium for Perpetual 
Homeowners Insurance, was adopted as new rules by R.1991 d.139, 
effective March 18, 1991. See: 22 N.J.R. 601(a), 23 N.J.R. 860(b). 

Subchapter 29, Orderly Withdrawal of Insurance Business, was 
adopted as new rules by R.1991 d.262, effective May 20, 1991. See: 23 
N.J.R. 15(b), 23 N.J.R. 1673(a). 

Subchapter 35, Relief from Insurer Obligations Under the Fair 
Automobile Insurance Reform Act of 1990, was adopted as new rules 
by R.1991 d.519, effective October 21, 1991. See: 23 N.J.R. 660(a), 23 
N.J.R. 3166(a). 

Subchapter 27, Determination of Insurers in a Hazardous Financial 
Condition, was adopted as new rules by R.1992 d.292, effective July 6, 
1992. See: 23 N.J.R. 3197(a), 24 N.J.R. 2456(a). 

Subchapter 33, Workers' Compensation Self-Insurance, was adopted 
as new rules by R.1993 d.157, effective April 5, 1993. See: 24 N.J.R. 
1944(a), 24 N.J.R. 2708(b), 25 N.J.R. 1526(a). 

Subchapter 28, Credit for Reinsurance, was adopted as emergency 
new rules by R.1993 d.448, effective August 16, 1993, expires October 
15, 1993. See: 25 N.J.R. 4289(a). The provisions of R.1993 d.448 
were readopted as R.1993 d.557, effective October 15, 1993. See: 25 
N.J.R. 4289(a), 25 N.J.R. 5184(a). 

Subchapter 36, Risk Retention Groups and Purchasing Groups, was 
adopted as emergency new rules by R.1993 d.449, effective August 16, 
1993, expires October 15, 1993. See: 25 N.J.R. 4298(a). The provi-
sions of R.1993 d.449 were readopted as R.1993 d.558, effective Octo-
ber 15, 1993. See: 25 N.J.R. 4298(a), 25 N.J.R. 5197(a). 

Subchapter 37, Producer-Controlled Insurers, was adopted as emer-
gency new rules by R.1993 d.450, effective August 16, 1993, expires 
October 15, 1993. See: 25 N.J.R. 4304(a). The provisions of R.1993 
d.450 were readopted as R.1993 d.559, effective October 15, 1993. See: 
25 N.J.R. 4304(a), 25 N.J.R. 5202(a). 

Subchapter 38, Increase in Property and Casualty Capital and Sur-
plus Requirements, was adopted as emergency new rules by R.1993 
d.451, effective August 16, 1993, expires October 15, 1993. See: 25 
N.J.R. 4306(a). The provisions of R.1993 d.451 were readopted as 
R.1993 d.560, effective October 15, 1993. See: 25 N.J.R. 4306(a), 25 
N.J.R. 5204(a). 

Subchapter 39, Increase in Capital and Surplus Requirements for 
Life and Health Insurers, was adopted as emergency new rules by 
R.1993 d.452, effective August 16, 1993, expires October 15, 1993. See: 
25 N.J.R. 4309(a). The provisions of R.1993 d.452 were readopted as 
R.1993 d.561, effective October 15, 1993. See: 25 N.J.R. 4309(a), 25 
N.J.R. 5208(a). 

Subchapter 40, Life, Health and Annuity Reinsurance Agreements, 
was adopted as emergency new rules by R.1993 d.453, effective August 
16, 1993, expires October 15, 1993. See: 25 N.J.R. 4314(a). The 
provisions of R.1993 d.453 were readopted as R.1993 d.562, effective 
October 15, 1993. See: 25 N.J.R. 4314(a), 25 N.J.R. 5212(a). 

Subchapter 34, Surplus Lines Insurance: Allocation of Premium Tax 
and Surcharge, was adopted as new rules by R.1993 d.582, effective 
November 15, 1993. See: 25 N.J.R. 1826(a), 25 N.J.R. 5194(a). 

Petition for Rulemaking. See: 26 N.J.R. 2487(b). 

Subchapter 41, Windstorm Market Assistance Program, was adopted 
as new rules by R.1995 d.53, effective January 17, 1995. See: 26 N.J.R. 
4304(a), 27 N.J.R. 364(a). 

Subchapter 1, Admission Requirements for Foreign and Alien Life 
and Health Insurers, was adopted as new rules by R.1995 d.80, effective 
February 6, 1995. See: 26 N.J.R. 4586(a), 27 N.J.R. 559(a). 
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Pursuant to Executive Order No. 66(1978), Chapter 2, Insurance 
Group, was readopted as R.1996 d.3, effective November 30, 1995, with 
amendments effective January 2, 1996. See: 27 N.J.R. 3278(b), 28 
N.J.R. 152(b). 

Pursuant to Executive Order No. 66(1978), Chapter 2, Insurance 
Group, was readopted as R.2001 d.6, effective November 30, 2000. 
See: Source and Effective Date. See, also, section annotations. 
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Exemption from N.J.S.A. 17:17B--1; small transactions 
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APPENDIX 
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11:2-29.1 Purpose and scope 
11:2-29.2 Definitions 
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11:2-37.5 Contents of the Producer-Controlled Insurer Information 

Report 
11:2-37.6 Confidentiality of documents 
11:2-37.7 Penalties 

APPENDIX A 
SUBCHAPTER 38. TEMPORARY WAIVER FROM 

INCREASE IN PROPERTY AND CASUALTY 
CAPITAL AND SURPLUS REQUIREMENTS 

11:2-38.1 Purpose and scope 
11:2-38.2 Definitions 
11:2-38.3 Requests for temporary waiver of capital and surplus re-

quirements 
11:2-38.4 Fines and penalties 
11:2-38.5 through 11:2-38.6 (Reserved) 

SUBCHAPTER 39. INCREASE IN CAPITAL AND 
SURPLUS REQUIREMENTS FOR INSURERS 

11:2-39.1 
11:2-39.2 
11:2-39.3 
11:2-39.4 
11:2-39.5 
11:2-39.6 
11:2-39.7 
11:2-39.8 
11:2-39.9 
11:2-39.10 
11:2-39.11 
11:2-39.12 
11:2-39.13 
11:2-39.14 
11:2-39.15 

Purpose and scope 
Definitions 
RBC reports 
Company action level event 
Regulatory action level event 
Authorized control level event 
Mandatory control level event 
Filings of RBC Plans 
Hearings 
Confidentiality and prohibition on announcements 
Supplemental provisions 
Foreign insurers 
Severability clause 
Notices 
Phase-in provision 

SUBCHAPTER 40. LIFE, HEALTH AND ANNUITY 
REINSURANCE AGREEMENTS 

11:2-40.1 Purpose and scope 
11:2-40.2 Definitions 
11:2-40.3 Reinsurance agreements 
11:2-40.4 Agreements or conditions precluding reduction of liability 

or inclusion as an asset 
11:2-40.5 Exceptions to agreements or conditions precluding reduc-

tion of liability or inclusion as an asset 
11:2-40.6 Additional standards 
11:2-40.7 Penalties 
11:2-40.8 Severability 

APPENDIX 
SUBCHAPTER 41. WINDSTORM MARKET 

ASSISTANCE PROGRAM 
11:2-41.1 
11:2-41.2 
11:2-41.3 
11:2-41.4 
11:2-41.5 

Purpose and scope 
Definitions 
Creation of the Windstorm MAP 
Governing committee 
Plan of operation 
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11:2-41.6 
11:2-41.7 
11:2-41.8 
11:2-41.9 
11:2-41.10 

11:2-1.3 

Informal Referral Program ("IRP") 
Formal Assistance Program ("FAP") application process 
Right to petition for appeal to the Commissioner 
Reports 
Windstorm deductibles 

APPENDIX A 
SUBCHAPTER 42. HOMEOWNERS' INSURANCE: 

STANDARD HURRICANE DEDUCTIBLES AND 
EXPEDITED PROCESS FOR HOMEOWNERS' 
INSURANCE RATE CHANGES 

Purpose and scope 
Definitions 

11:2-42.1 
11:2-42.2 
11:2-42.3 
11:2-42.4 

Expedited rate filings; general requirements 
Expedited process calculations for homeowner's insurance 

rates 
Limitation on filer's rate request 
Review; general principles; actions 

11:2-42.5 
11:2-42.6 
11:2-42.7 
11:2-42.8 

Hurricane deductibles; standard policy language 
Hurricane deductibles; notice requirements 

APPENDIX. EXHIBITS A THROUGH D. 

SUBCHAPTER 1. ADMISSION REQUIREMENTS 
FOR FOREIGN AND ALIEN LIFE AND 
HEALTH INSURERS 

11:2-1.1 Purpose 
This subchapter establishes the procedures, requirements 

and standards which govern the application of foreign and 
alien insurers engaged in the business of life and health 
insurance for a certificate of authority to transact the busi-
ness of insurance in this State. 

11:2-1.2 Scope 
This subchapter applies to all foreign and alien insurers 

that apply for a certificate of authority to transact the 
business of life and health insurance in this State. The 
filing requirements contained in this subchapter shall not 
apply to the continuation, renewal or timely reinstatement 
of existing certificates of authority except where the Com-
missioner, pursuant to law, shall otherwise require. 

11:2-1.3 Definitions 
The following words and terms, when used in this sub-

chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise: 

"Commissioner" means the Commissioner of the Depart-
ment of Banking and Insurance of this State. 

"Committee on Admissions" means the advisory commit-
tee within the Department appointed by the Commissioner 
to aid in the review of applications for admission to transact 
the business of insurance in this State and to render to the 
Commissioner recommendations as to the disposition of 
such applications. 
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11:2-1.3 

"Department" means the Department of Banking and 
Insurance of this State. 

"IRIS" means the NAIC Insurance Regulatory Informa-
tion System. 

"NAIC" means National Association of Insurance Com-
m1Ss10ners. 

Amended by R.2001 d.6, effective January 2, 2001. 
See: 32 N.J.R. 3530(a), 33 N.J.R. 85(a). 

Amended "Commissioner" and "Department". 

11:2-1.4 General eligibility requirements 
(a) In order for a foreign or alien insurer to be admitted 

as a life and health insurer in this State, the requirements in 
this section shall be satisfied in addition to any other 
requirements in this subchapter or any other provision of 
law. 

1. The applicant shall satisfy the Commissioner that 
its condition or methods of operation are not such as 
would render its operation hazardous to the public or its 
policyholders in this State. In determining whether a 
hazardous financial condition exists, the factors identified 
in N.J.A.C. 11:2-27.3 shall be considered. A hazardous 
financial condition shall exist when those factors indicate, 
either singly or in combination of two or more, that the 
financial condition of any applicant which has applied to 
transact, or is already transacting the business of insur-
ance in any jurisdiction, is considered by the Commission-
er to be hazardous to the policyholders, stockholders, 
claimants, creditors, or the general public. The Commis-
sioner shall further consider any other fact or circum-
stance that indicates that an insurer's operations may be 
hazardous. 

2. The applicant shall satisfy at least the minimum 
capital and surplus requirements of a similar domestic 
insurer of this State for all lines of insurance that it is 
authorized to write pursuant to the certificate of authority 
issued by its place of domicile, whether or not the appli-
cant desires to transact any of those lines of insurance in 
this State, subject to the following: 

i. In determining whether an applicant meets the 
minimum capital and surplus requirements, the follow-
ing shall be deducted from unassigned funds: 

(1) The statement value of any and all special 
deposits not held for the protection of all policyhold-
ers; 

(2) Reserves and losses reinsured with companies 
not authorized in New Jersey, accredited as reinsur-
ers in New Jersey, or otherwise in compliance with 
N.J.S.A. 17:SlB-1 et seq., net of any offsets; 

(3) The statement value for the portion of assets 
held in excess of investment limitations for life and 
health insurers pursuant to N.J.S.A. 17B:20-1 et seq.; 

Supp. 11-17-03 2-6 

DEPT. OF INSURANCE 

(4) Reserve shortfalls caused by the company 
holding reserves weaker than those mandated by 
N.J.S.A. 17B:19, or such other standards provided by 
administrative rule, actuarial guidelines, or deter-
mined necessary by actuarial analysis; 

(5) The excess of the statement value over the 
market value of bonds held by the applicant; and 

(6) Off balance sheet guarantees and contingent 
liabilities for which the company has not previously 
established a liability in an appropriate amount. 
ii. Capital and surplus requirements may be re-

duced to the level required for the kinds of insurance 
actually being marketed if the applicant: 

(1) Does not transact one or more of the kinds of 
insurance contained in the certificate of authority 
issued by its state or country of domicile; and 

(2) Submits a resolution by its board of directors 
stating that it will refrain from transacting the kind(s) 
of insurance permitted by the certificate of authority 
issued by its state or country of domicile. 

3. An applicant which has total adjusted capital of less 
than its company action level risk-based capital or which 
has otherwise triggered a company action level event, as 
these terms are defined in N.J.A.C. 11:2-39, as of Decem-
ber 31 of the preceding calendar year, shall not be 
considered for admission until the applicant's status has 
improved. 

4. The applicant shall be deemed to have its applica-
tion deferred if any one of the following conditions exist: 

i. An applicant which has failed four or more IRIS 
tests shall have its application deferred until it has 
demonstrated to the Commissioner and its place of 
domicile that the IRIS test results are not indicative of 
a financial condition that may be hazardous to the 
policyholders, stockholders, claimants, creditors or the 
general public; or 

ii. An applicant which has failed to file with the 
NAIC an annual statement for the prior year shall have 
its application deferred until it has filed with the NAIC 
such annual statement. 
5. The applicant shall satisfy the following seasoning 

requirements: 
i. Subject to the provisions of this subchapter, no 

applicant shall be considered for a certificate of author-
ity to transact the business of insurance in this State 
unless the Commissioner has been furnished with evi-
dence that the applicant has been authorized by its 
state or country of domicile to engage in the kind(s) of 
insurance business for which the applicant seeks a 
certificate of authority, and has in fact been actively, 
continuously and successfully engaged in such business, 
without a change in control, for a period of at least five 
years prior to the date of the application for the New 
Jersey certificate of authority. 

Next Page is 2-6.1 
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ii. An applicant qualified under (a)Si above shall 
demonstrate that: 

(1) During any three of the last five years, includ-
ing therein the two most recent years of business 

Next Page is 2-7 2-6.1 

11:2-1.4 

operations, it generated a net gain from operations, 
after Federal taxes, as reported in the annual state-
ment; and 
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Overall 

Form 
HO-1 
HO-2 
HO-3 3 w/15 
HO-5 
HO-8 
Total Owners 

HO-4 
HO-6 
Total TN/CO 

Overall HO 

Form 
DW 
EC 

Rate Change 
Above +40% 

+35% to +40% 
+30% to +35% 
+25% to +30% 
+20% to +25% 
+15% to +20% 
+10% to +15% 
+5% to+ 10% 

0% to +5% 
No Chan e 
-5% to 0% 

-10% to-5% 
-15% to-10% 
-20% to-15% 
Below-20% 

TOTAL 

In-Force 
Exposures 

In-Force 
Exposures 

Total DW Fire 

11:2 App. EXH. C 

EXHIBIT B 

Size of Rate Change Distribution 

Indicate the number of in-force exposures for each category. 

Evaluation Date: __ _ 

Latest Year 
On-Level 
Premium 

Latest Year 
On-Level 
Premium 

In-Force Exposures 

EXHIBIT C 

Data is as of: __ _ 

Proposed 
Percentage 

Change 

Proposed 
Percentage 

Change 

2-143 

Proposed 
Dollar 
Effect 

Proposed 
Dollar 
Effect 

Distribution 

Current 
Average 
Premium 

Current 
Average 
Premium 

Proposed 
Average 
Premium 

Proposed 
Average 
Premium 
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Form 
In-Force 
Exposures 

Latest Year 
On-Level 
Premium 

Proposed 
Percentage 

Change 

Proposed 
Dollar 
Effect 

Current 
Average 
Premium 

Proposed 
Average 
Premium 

MHO 

EXHIBIT D 

HURRICANE DEDUCTIBLE 

For the premium charged, we will pay only that part of 
the total of the loss for all Section I Property Coverages that 
exceeds the Hurricane Deductible noted below: 

This deductible applies, as described below, in the event 
of direct physical loss to property covered under this policy, 
caused directly or indirectly in the event of a hurricane 
named by the Nation11l Weather Service or its successor 
from which sustained hurricane force winds of 74 miles per 
hour or greater have been measured in New Jersey by the 
National Weather Service (regardless of whether the sus-
tained hurricane force winds reach the risk insured under 
the policy) and shall replace any other applicable deductible 
in that event. In no case will this deductible be less than the 
Section I deductible amount shown in the Declarations. 

The duration of the hurricane includes the time period: 

1. Beginning 12 hours prior to the first time that 
sustained hurricane force winds of 74 miles per hour or 
greater have been measured in New Jersey by the Nation-
al Weather Service (regardless of whether the sustained 
hurricane force winds reach the risk insured under the 
policy). 

2. Continuing for the time period during which the 
hurricane conditions exist anywhere in New Jersey. 

3. Ending 12 hours after the last time the hurricane 
force winds of 74 miles per hour or greater have been 
measured in New Jersey by the National Weather Service 
(regardless of whether the sustained hurricane force winds 
reach the risk insured under the policy). 

This deductible applies regardless of any other cause or 
event contributing concurrently or in any sequence. 

The Hurricane Deductible (% or Stated Amount Deduct-
ible) shown in the Declarations applies only for loss or 
damage to covered property caused by wind, wind gusts, 
hail, rain, tornadoes, or cyclones caused by or resulting from 
a hurricane. The Hurricane Deductible also applies to any 
loss or damage to covered property caused by objects driven 
by wind, if your covered loss occurs during the time period. 

The deductible for loss caused by each hurricane occur-
rence is the amount determined by applying the deductible 
percentage or Stated Amount Deductible shown in the 
Declarations to the applicable Coverage A-Dwelling limit 
shown in the Declarations. 

This deductible amount does not apply to loss under 
Coverage D, Loss of Use. Instead the deductible amount 
that applies to loss under Coverage D will be the same as 
the deductible amount that would have been applied to the 
peril of fire. 
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