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CHAPTER 2
INSURANCE GROUP

Authority

N.J.S.A. 17:1-8.1, 17:1-15¢, 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.JR. 69(b), 4 NJ.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 NJ.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repealed by R.1985 d.71, effective February 19, 1985.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.JLR. 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Subchapter 1, Educational Requirements for Licensing, was repealed,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Training Programs, was repealed by R.1989 d.192, effective April 3,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).

New Jersey State Library

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 NJ.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.LR. 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.JLR. 4289(a). The provisions of R.1993 d.448
were readopted as R.1993 d.557, effective October 15, 1993. See: 25
N.LR. 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. Sece:
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 NJ.R. 4309(a). The provisions of R.1993 d.452 were readopted as
R.1993 d.561, effective October 15, 1993. See: 25 N.I.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, cffective
November 15, 1993. See: 25 N.J.R. 1826(a), 25 N.JR. 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
NJ.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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SUBCHAPTER 40. LIFE, HEALTH AND ANNUITY
REINSURANCE AGREEMENTS

11:2-40.1
11:2-40.2
11:2-40.3
11:2-40.4

Purpose and scope

Definitions

Reinsurance agreements

Agreements or conditions precluding reduction of liability
or inclusion as an asset

Exceptions to agreements or conditions precluding reduc-
tion of liability or inclusion as an asset

Additional standards

Penalties

Severability

11:2-40.5

11:2-40.6
11:2-40.7
11:2-40.8

APPENDIX

SUBCHAPTER 41. WINDSTORM MARKET
ASSISTANCE PROGRAM -

11:2-41.1
11:2-41.2
11:2-41.3
11:2-414
11:2-41.5
11:2-41.6
11:2-41.7

Purpose and scope

Definitions

Creation of the Windstorm MAP

Governing committee

Plan of operation

Informal Referral Program (“IRP”)

Formal Assistance Program (“FAP”) application process

11:2-41.8  Right to petition for appeal to the Commissioner
11:2-41.9  Reports
11:2-41.10 Windstorm deductibles

APPENDIX A

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.

“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-
missioners.

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”.
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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:

1. 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. 17:51B-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.;

(4) Reserve shortfalls caused by the company
holding reserves weaker than those mandated by
N.I.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.

Supp. 3-19-01

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.

ii. An applicant qualified under (a)5i above shall
demonstrate that:

(1) During any three of the last five years, includ-
ing therein the two most recent years of business
operations, it generated a net gain from operations,
after Federal taxes, as reported in the annual state-
ment;
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(e) Pursuant to NJ.S.A. 56:12-5, an insurer need not
request an opinion as to compliance with the Plain Lan-
guage Law for policy forms identical to those which have
already been certified for some other insurer or rating
organization.

(f) Any insurance policy, Buyer’s Guide and Coverage
Selection Form whose language is revised for any reason,
including compliance with the Plain Language Law, must be
approved by the Commissioner pursuant to insurance laws
and reguiations before it can be issued:

1. The Commissioner’s opinion as to compliance with
the Plain Language Law is distinct from his or her
approval of a policy, Buyer’s Guide and Coverage Selec-
tion Form pursuant to insurance laws and regulations.

2. Filings for review and approval of policies, Buyer’s
Guides and Coverage Selection Forms pursuant to insur-
ance laws and regulations should be prepared in accor-
dance with existing filing procedures.

3. Ordinarily, a request for an opinion as to a policy’s,
Buyer’s Guide’s or Coverage Selection Form’s compliance
with the Plain Language Law and a filing for approval
pursuant to insurance laws and regulations should be
submitted to the Commissioner at the same time and in
the same package.

4, If an insurer has already received approval of a
policy, Buyer’s Guide and Coverage Selection Form pur-
suant to insurance laws and regulations, and believes that
the policy, Buyer’s Guide and Coverage Selection Form
complies with the Plain Language Law without further
revision, it may resubmit it for the sole purpose of
requesting an opinion as to compliance with the Plain
Language Law. In completing the Request for Opinion
Form (Exhibit A), an insurer should provide information
necessary to confirm the previous approval of the policy,
Buyer’s Guide and Coverage Selection Form pursuant to
insurance laws and regulations.

Amended by R.1991 d.4, effective January 7, 1991.
See: 22 N.LR. 1673(a), 23 N.J.R. 103(a).
Added references to Buyer’s Guide and Coverage Selection Form.

Case Notes

Homeowners’ policy did not have to be submitted to commissioner
for approval; insurer used approved policy form that had received plain
language certification. Bromfeld v. Harleysville Ins. Companies, 298
N.J.Super. 62, 688 A.2d 1114 (A.D.1997).

11:2-18.6 Enforcement

The Commissioner may seek injunctive relief to enforce
this subchapter. The court may authorize reasonable attor-
ney’s fees and costs in such a proceeding.

11:2-18.7 Separability

If any provision of this subchapter, or its application to
any person or circumstances, is held invalid, the remainder
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of this subchapter and its application to other persons or
circumstances shall be affected.

APPENDIX

EXHIBIT A

REQUEST FOR OPINION AS TO COMPLIANCE
WITH PLAIN LANGUAGE LAW

(N.J.S.A. 56:12-1 et seq., as amended)
NAME OF INSURER:

ADDRESS:
TELEPHONE:

FORM NUMBER:
DATE OF SUBMITTAL: _____

I. PURPOSE OF SUBMISSION

1. Is an opinion as to whether the form, Buyer’s Guide
or Coverage Selection Form complies with the Plain Lan-
guage Law being requested pursuant to N.J.S.A. 56:12-8?

YES NO

2. Is filing and approval pursuant to insurance laws and
regulations by the Department of Banking and Insurance
also being requested?

YES NO

Note: Filings for approval of policies pursuant to insurance
laws and regulations should be prepared in accordance with
the Department’s existing procedures. Requests for reada-
bility certification should include Exhibits A and B; two
copies of the policy (including related writings), Buyer’s
Guide or Coverage Selection Form to be reviewed; and any
appropriate attachments.

3. I the form, Buyer’s Guide or Coverage Selection
Form you are submitting has already been approved by the
Department of Banking and Insurance pursuant to insur-
ance laws and regulations, please indicate the following
information:

DEPARTMENT FILE NUMBER:

DATE OF DEPARTMENT OF BANKING AND INSUR-
ANCE APPROVAL:

II. REFERENCE TO OTHER FORMS

Pursuant to N.J.S.A. 56:12-5, an insurer need not request
an opinion as to compliance with the Plain Language Law
for policy forms identical to those which have already been
certified for some other insurers or rating organization or if,
in the case of a Buyer’s Guide and Coverage Selection
Form, the language does not differ from N.J.A.C. 11:3-15.6
or NJ.A.C. 11:3-15.7. -

1. If a policy, Buyer's Guide or Coverage Selection

Form, is similar but not identical to a previously certified
policy, Buyer’s Guide or Coverage Selection Form, please

Supp. 1-2-01
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identify the previously certified policy, Buyer’s Guide or
Coverage Selection Form, as specifically as possible. In-
clude the following information if available.

FILER:

FORM NUMBER:

DEPARTMENT FILING NUMBER:

DATE OF CERTIFICATION:

2. Indicate how the matcrial now submitted for review
differs from the previously certificd materials by the use of
brackets for deleted material and underlining for new mate-
rial.

III. FLESCH READING EASE TEST

1. Identify any language not considered “text” as de-
fined in NJA.C. 11:2-183 of the regulation on policy
readability. This language may be identified by reference to
the policy section numbers.

2. If any of the language identified in item 1 is required,
permitted or approved by a law, regulation, rule or publish-
ed interpretation of a State or Federal agency, identifying
both the language and the law, rule or interpretation.

3. If the text of the policy or Buyer’s Guide does not
score at least 40 on the Flesch reading ease test, provide an
explanation to enable the Commissioner to determine
whether the lower score is warranted by the nature of the
policy form (NJ.A.C. 11:2-18.4()3 of the regulation). A
lower score will be accepted only in exceptional circum-
stances.

Name and Title of Person
Completing Form

Signature

EXHIBIT B
AFFIDAVIT OF COMPLIANCE

NAME OF INSURER: FORM NUMBER:

I certify that this contract and related writings comply
with the Plain Language Law (N.J.S.A. 56:12-1 et seq.) and
with N.JLA.C. 11:2-18.

I certify that the score of the text of the form on the
Flesch reading ease test is and that the test score has
been accurately calculated as required by N.J.A.C. 11:2-18.

I also certify that the form(s) or Buyer’s Guide is printed
in not Iess than 10 point type, one point leading and/or the
application is not less than 8 point type, one point leading as
required by N.J.A.C. 11:2-18.4 and N.J.A.C. 11:3-15.6.

Supp. 1-2-01
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I also certify that any Coverage Selection Form submitted
is not less than 12 point type, as required by N.J.A.C.
11:3-15.7.

Date:

Name and Title of Insurer’s
Officer

Signature

Amended by R.1984 d.514, effective November 5, 1984.
See: 16 N.JL.R. 1945(a), 16 N.J.R. 3037(a).

Added “I also certify ... N.JA.C. 11:2-184.”
Amended by R.1991 d 4, effective January 7, 1991.
See: 22 N.J.R. 1673(a), 23 N.J.R. 103(a).

Recodified as an appendix to Subchapter 18.
Amended by R.2001 d.6, effective January 2, 2001.
See: 32 N.J.R. 3530(a), 33 N.J.R. 85(a).

In Exhibit A, added a reference to Banking throughout.

SUBCHAPTERS 19 THROUGH 22. (RESERVED)

SUBCHAPTER 23. ADVERTISEMENT OF LIFE
INSURANCE AND ANNUITIES

11:2-23.1 Purpose

The purpose of this subchapter is to implement N.J.S.A.
17B:30-1 et seq. through guidelines intended to assure a full
and truthful disclosure to the public of all material and
relevant information in the advertising of life insurance
policies and annuity contracts.

11:2-23.2 Applicability

(a) This subchapter shall apply to any life insurance or
annuity advertisement distributed in this State.

(b) Every insurer shall establish and at all times maintain
a system of control over the content, form and method of
dissemination of all advertisements of its policies. All such
advertisements, regardless of by whom written, created,
designed, or presented, shall be the responsibility of the
insurer.

(c) This subchapter shall also apply to agents and brokers
to the extent that they are respomsible for the advertise-
ments of any policy.

11:2-23.3 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise:



