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11:1-54

Case Notes

Regulation governing insurer’s giving of notice of policy cancellation
and nonrenewal did not obligate insurer to provide notice of nonrenew-
al of multiperil policy to mortgagee. Howard Sav. Bank v. Liberty Mut.
Ins. Co., 285 N.J.Super. 491, 667 A.2d 390 (A.D.1995).

Cancellation of homeowners’ policy was governed by statute and
regulation on notice of cancellation and nonrenewal of fire and casualty
coverage. DiGiacomo v. Saladino, 279 N.J.Super. 96, 652 A.2d 223
(A.D.1995).

Insurer was required to demonstrate objective reason for exercising
rights under clause allowing cancellation for any reason other than
nonpayment of premium. Harvester Chemical Corp. v. Aetna Cas. &
Sur. Co., 277 N.J.Super. 421, 649 A.2d 1296 (A.D.1994), certification
denied 139 N.J. 441, 655 A.2d 443.

Insurer had to give insured written notice when it did not to renew
from any source other than insured. Echevarias v. Lopez, 240 N.J.Su-
per. 104, 572 A.2d 671 (A.D.1990).

Statutory obligation to provide written notice of nonrenewal exists
despite broker’s assurance that insured does not intend to renew.
Echevarias v. Lopez, 240 N.J.Super. 104, 572 A.2d 671 (A.D.1990).

Casualty policy for trailer park had expired where broker had sent
timely and proper notice and insured chose not to renew. Insinga v.
Hegedus, 231 N.J.Super. 562, 555 A.2d 1183 (A.D.1989).

Insurer could not claim broker was primarily responsible for nonre-
newal notices. Insinga v. Hegedus, 231 N.J.Super. 562, 555 A.2d 1183
(A.D.1989).

Insurer held liable for fire loss where it failed to give notice of policy
expiration as required by rule (citing former N.J.A.C. 11:1-5.5). Bar-
bara Corp. v. Bob Maneely Insurance Agency, 197 N.J.Super. 339, 484
A.2d 1292 (App.Div.1984).

11:1-5.3 FAIR Plan short notice cancellation procedures

(a) When a notice of cancellation is served by mail, three
days from the date of mailing shall be added to the other-
wise applicable notice period.

(b) The association shall submit to the Commissioner, no
later than three days after the last day of each month, a
copy of all short notice cancellations issued during that
month.

(c) The association shall notify the insured of any cancel-
lation in a writing setting forth the reason or reasons for
cancellation and the effective date. The writing shall advise
the insured of a right to appeal the cancellation to the
association within 15 days of the date of mailing, and if the
appeal is denied, to the Department of Insurance. Nothing
herein shall imply a right to hearing procedures described in
the Administrative Procedure Act, particularly “contested
case” procedures. The appeal shall be processed in the
following manner:

1. Upon issuance of a short notice cancellation, the
file will be placed into special suspense, for a period of 15
days from the date of mailing of notice. If no written
notice of appeal is received from the insured or his
representative within that period, cancellation will be
processed and return premium (if any) forwarded to the
producer of record.

2. If timely written request for appeal is received, the
following steps will be taken:

MNew Jersey State Library
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i. The N.J.LLU.A. appeals committee will review and
determine the appeal within five working days from
receipt of request for appeal. If the result of the
appeal is favorable, a letter advising the insured or his
representative, the producer and the mortgagee (if any)
of favorable action will be sent together with reinstate-
ment notice stating that no lapse in coverage has
occurred.

ii. If the appeals committee denies the appeal for
reinstatement, a letter advising the insured or his repre-
sentative, the producer or mortgagee (if any) of this
action and a right to appeal to the Commissioner will
be sent; a copy will be forwarded to the Department of
Insurance.

(1) The file will remain in suspense for 30 days
awaiting notice of appeal to the Commissioner.

(2) Upon receipt of the appeal request, the De-
partment of Insurance will notify N.J.I.U.A. and ad-
vise that the file should be held in suspense for an
additional period.

(3) If, after 35 days have elapsed from the associa-
tion’s decision to deny appeal and no notification has
been received from the Department of Insurance of a
pending appeal, cancellation will be processed and
return premium (if any) forwarded to the producer of
record.

(4) The Department of Insurance will advise
N.J.ILU.A. of its decision. If the appeal is. granted,
the policy will be reinstated without lapse. If the
appeal is denied, cancellation will be processed and
return premium (if any) will be forwarded to the
producer of record.

New Rule, R.1975 d.210, effective July 23, 1975.
See: 7 N.J.R. 273(a), 7 N.J.R. 369(b).

“New Jersey Special Joint Underwriting Association charge”.
Amended by R.1976 d.134, effective May 5, 1976.
See: 8 N.J.R. 197(a), 8 N.J.R. 300(a).

Repealed by R.1977 d.17, effective January 26, 1977.

See: 8 N.J.R. 559(a), 9 N.J.R. 93(a).

New Rule, R.1979 d.219, effective June 6, 1979.

See: 11 N.J.R. 249(e), 11 N.J.R. 348(b).

Amended by R.1984 d.426, effective October 1, 1984,

See: 16 N.JL.R. 1689(a), 16 N.J.R. 2677(a).
Recodified from 11:1-5.6.

11:1-5.4 Distribution of fire insurance premium tax

(a) Fire insurance premium taxes paid by insurers not
domiciled in the State of New Jersey are required to be
distributed to the respective Firemen’s Relief Association in
which the property is situated.

(b) A three digit Firemen’s Relief Association Code,
published in the ISO New Jersey Public Fire Protection
Classifications Manual, has been promulgated by the Insur-
ance Services Office (ISO) for the purpose of coding the
policies to properly allocate the premium taxes.

Supp. 8-19-96
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(c) The following steps shall be taken to assure correct
tax distribution:

1. All agents, surplus lines agents and brokers produc-
ing fire insurance on any risks located in New Jersey are
required to properly describe the risk and its location on
the Policy Declaration Sheet.

2. The description of the property shall contain the
complete address at which the property is located includ-
ing the legal name of the municipality and the Firemen’s
Relief Association Code as promulgated by the Insurance
Services Office.

3. All insurance companies writing fire insurance on
property located in New Jersey shall require their agents
_to designate the Firemen’s Relief Association by code on
each Policy Declaration Sheet and disclose the complete
address at which the property is located including the
legal name of the municipality.

4. Each insurance company shall use the Firemen’s
Relief Association code as promulgated by the Insurance
Services Office in making its annual report pursuant to
N.J.S.A. 54:18-1 to the respective treasurers of the duly
incorporated Firemen’s Relief Association in which any
property on which the company has taken a fire insurance
risk is located.

New Rule, R.1979 d.356, effective September 10, 1979.
See: 11 N.J.R. 347(b), 11 N.J.R. 520(c).
Amended by R.1984 d.426, effective October 1, 1984.
See: 16 N.J.R. 1689(a), 16 N.J.R. 2677(a).

Recodified from 11:1-5.8. ’

SUBCHAPTER 6. NEW JERSEY PROPERTY-
LIABILITY INSURANCE GUARANTY
ASSOCIATION ASSESSMENT PREMIUM
SURCHARGE

11:1-6.1 Purpose and scope

(a) This subchapter provides for the recoupment by
member insurers of the Association of assessments paid
pursuant to N.J.S.A. 17:30A-8a(3).

(b) This subchapter applies to all assessments imposed on
member insurers pursuant to N.J.S.A. 17:30A-8a(3) and
which have not been recouped as of September 3, 1991.
This subchapter does not apply to any assessments imposed
on member insurers pursuant to N.J.S.A. 17:30A-8a(9).

Case Notes
When Medical Malpractice Reinsurance Association makes assess-
ment against insurers, insurers are entitled to recoup that assessment
through surcharges on insureds. In re New Jersey Medical Malpractice
Reinsurance Recovery Fund Surcharge, Adopted New Rules, N.J.A.C.
11:18, 246 N.J.Super. 109, 586 A.2d 1317 (A.D.1991), certification
denied 126 N.J. 328, 598 A.2d 886.

Supp. 8-19-96

Statutory workers’ compensation lien for benefits paid to injured
employee by workers’ compensation insurer was not enforceable against
Property-Liability Insurance Guaranty Association. Sussman v. Os-
troff, 232 N.J.Super. 306, 556 A.2d 1301 (A.D.1989), certification
denied 117 N.J. 143, 564 A.2d 865.

Surplus lines insurers held excluded from operation of Property—
Liability Insurance Guaranty Association Act, even prior to statutory
amendment specifically excluding them from Act. Railroad Roofing &
Building Supply Co., Inc. v. Financial Fire & Casualty Co., 85 N.J. 384,
427 A.2d 66 (1981).

11:1-6.2 Definitions

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

“Association” means the New Jersey Property-Liability
Insurance Guaranty Association established pursuant to
N.JS.A. 17:30A-1 et seq.

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

“Department” means the New Jersey Department of
Insurance.

“Member insurer” is as defined in N.J.S.A. 17:30A-5f.

11:1-6.3 Establishment of Association assessment
premium surcharge

(a) Upon a determination by the Commissioner that a
surcharge on premiums is necessary to permit member
insurers to recoup assessments paid to the Association
pursuant to N.J.S.A. 17:30A-8a(3), he or she shall order
within 30 days of the due date of an assessment that a
surcharge be imposed on net direct written premiums for
policies to which N.J.S.A. 17:30A-1 et seq. applies. The
essential terms of the Order shall be published in the New
Jersey Register.

(b) The amount of a surcharge shall be established by the
Commissioner by Order. In determining the amount of a
surcharge the Commissioner shall consider:

1. The amount of any assessment on member insurers
imposed by the Association pursuant to N.J.S.A.
17:30A-8a(3);

2. The surcharge amount necessary in the Commis-
sioner’s opinion to permit member insurers to recoup any
assessment paid to the Association pursuant to N.J.S.A.
17:30A-8a(3) over a reasonable time which shall not be
less than one year; and

3. The net direct written premiums for all lines of
insurance to which N.JS.A. 17:30A-1 et seq. applies.

1-14
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(c) A surcharge imposed pursuant to this subchapter shall
apply to all policies for all kinds of insurance, except life
insurance, accident and health insurance, workers’ compen-
sation insurance, title insurance, annuities, surety bonds,
credit insurance, mortgage guaranty insurance, municipal
bond coverage, fidelity insurance, investment return assur-
ance, ocean marine insurance and pet health insurance.

(d) A surcharge imposed pursuant to this subchapter and
by applicable Orders of the Commissioner shall be identi-
fied to the insured as “New Jersey Property-Liability Insur-
ance Guaranty Association Surcharge” and the amount of
the surcharge shall be shown as a separate item on the
premium bill rounded to the nearest dollar. The surcharge
amount shall not be treated as premium for accounting
purposes or for commissions, but must be coded and report-
ed in accordance with instructions issued by the statistical
agents under the direction of the Commissioner.

(e) Any change in premium by endorsement subsequent
to the effective date of the policy shall reflect the appropri-
ate change in the surcharge. In the case of flat cancella-
tions, the entire surcharge amount shall be returned to the
policyholder.

(f) All assessments imposed on member insurers by the
Association pursuant to N.J.S.A. 17:30A-8a(3) shall be con-
sidered a receivable by the insurer for accounting purposes.
The receivable shall also be considered an admitted asset
for statutory accounting purposes. Any surcharges on poli-
cies as established by this subchapter shall be considered an
offset to the receivable by the insurer for accounting pur-
poses. If an insurer ceases to write all lines of business to
which N.J.S.A. 17:30A-1 et seq. applies for any reason, the
receivable shall be cancelled to the extent it has not been
offset by any surcharges collected and the assessment shall
be treated as an expense by the insurer for accounting
purposes.

(g) Surcharges on premiums for multi-year policies, in-
cluding perpetual insurance policies, shall be billed annually
pursuant to the procedures established by this subchapter
and applicable Orders of the Commissioner.

(h) Surcharges collected by an insurer pursuant to this
subchapter are not taxable premiums for the purposes of
determining the insurer’s tax liability pursuant to N.J.S.A.
54:18A-1 et seq.

(i) An insurer shall not be required to collect a surcharge
if the expense of collecting the surcharge exceeds the
amount of the surcharge.

(j) A surcharge established pursuant to this subchapter
shall provide recoupment to insurers for any assessment
imposed pursuant to N.J.S.A. 17:30A-8(3). Such assess-
ments shall not be considered obligations within the context
of the retaliatory provisions set forth in N.J.S.A. 17:32-15.
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(k) Upon a finding by the Commissioner that the sur-
charge is no longer necessary to permit member insurers to
recoup assessments paid to the Association pursuant to
N.J.S.A. 17:30A-8(3), he or she shall order that imposition
of the surcharge be terminated. Upon termination of the
surcharge, any debit or credit balance shown on that year’s
reconciliation form shall remain on the insurer’s books to be
applied in the annual reconciliation form filed the following
year and each year thereafter.

11:1-6.4 Reporting requirements

All insurers collecting a surcharge established pursuant to
this subchapter shall file by March 1 of each year a reconcil-
iation form on a form to be provided by the Commissioner.
The form shall show the assessments paid to the Association
and the surcharges collected by the insurer, if any, during
the calendar year immediately preceding. This information
shall be forwarded to:

New Jersey Department of Insurance
Division of Financial Examinations
20 West State Street

CN 325

Trenton, NJ 08625

Amended by R.1996 d.116, effective March 4, 1996.
See: 27 N.J.R. 4121(a), 28 N.J.R. 1382(a).

11:1-6.5 Penalties

Failure to comply with the provisions of this subchapter
may result in the imposition of penalties as authorized by
law, including, but not limited to, penalties set forth in
NJ.S.A. 17:33-2.

SUBCHAPTER 7. MEDICAL MALPRACTICE
REPORTING REQUIREMENTS

11:1-7.1 Purpose and scope

(a) The purpose of these rules is to implement N.J.S.A.
17:30D-17(a) and (b). These statutory provisions require
insurers, insurance associations and licensed medical practi-
tioners to notify the Medical Practitioner Review Panel of
any medical malpractice claim settlements, judgments or
arbitration awards involving a licensed practitioner, any
termination or denial of malpractice insurance coverage to a
practitioner, or any surcharge assessed against a practition-
er. These proposed rules establish the form and content of
the notice required under these statutory provisions.

(b) These rules apply to all insurers or insurance associa-
tions authorized to issue medical malpractice liability insur-
ance in New Jersey, and to all practitioners licensed by the
State Board of Medical Examiners.

Supp. 3-18-96
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11:1-7.2 Definitions

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

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

“Medical malpractice liability insurance” means insurance
coverage against the legal liability of the insured and against
loss, damage or expense incident to a claim arising out of
the death or injury of any person as the result of negligence
or malpractice in rendering professional services by any
licensed medical practitioner or health care facility or a
claim arising out of ownership, operation or maintenance of
the practitioner’s or facility’s business premises, including
primary and excess coverages.

“Medical Practitioner Review Panel” or “Panel” means
the panel established pursuant to N.J.S.A. 45:9-19.8.

“Practitioner” means any person licensed to practice med-
icine and surgery under N.J.S.A. 45:9-1 et seq., podiatry
under N.J.S.A. 45:5-1 et seq., or a medical resident or
intern.

“State Board of Medical Examiners” means the board
established pursuant to N.J.S.A. 45:9-1.

11:1-7.3 Medical malpractice reporting requirements

(a) Any insurer or insurance association authorized to
issue medical malpractice liability insurance in the State
shall notify the Medical Practitioner Review Panel in writing
of the following:

1. Any medical malpractice claim settlement, judg-
ment or arbitration award involving any practitioner li-
censed by the State Board of Medical Examiners and
insured by an insurer or insurance association;

2. Any termination or denial of medical malpractice
liability coverage to a practitioner; and

3. Any surcharge assessed against a practitioner be-
cause of the practitioner’s practice method or medical
malpractice claims history.

(b) Any practitioner licensed by the State Board of Medi-
cal Examiners who is not covered by a policy of medical
malpractice liability insurance issued in this State, or has
coverage through a self-insured health care facility or health
maintenance organization, or has medical malpractice liabil-
ity insurance which has been issued by an insurer or insur-
ance association from outside the State, shall notify the
Panel in writing of any medical malpractice claim settle-
ment, judgment or arbitration award to which the practition-

er is a party.

Supp. 3-18-96

(c) The initial written notice referred to in (a) and (b)
above may be either in letter form or the malpractice report
form of the National Practitioner Data Bank and shall
contain at least the following information:

1. The name and address of the insurer, insurance
association or practitioner submitting the information;

2. The name and address and any other information
relating to the identity of the practitioner about whom the
information is being submitted; and

3. In the case of a claim settlement, judgment or
arbitration award, the name, address and other informa-
tion relevant to the identity of the claimant making the
medical malpractice liability claim against the practitioner,
as well as the amount and relevant details of the claim |
settlement, judgment or arbitration award.

(d) The initial written notice referred to in (a) and (b)
above shall be mailed by regular mail or delivered no later
than seven days after the settlement, judgment or arbitration
award is officially agreed to or entered, the notice of
termination or denial of coverage is issued to the practition-
er, or notice of the surcharge has been issued to the
practitioner.

(e) In addition to the information provided in the initial
written notice referred to in this section, the Panel may
request in writing such supplemental relevant information as
it determines to be necessary, which shall be received by the
Panel no later than 30 days following the date of the Panel’s
written request.

11:1-7.4 Confidentiality

All information or documentation submitted to the Panel
pursuant to this subchapter is confidential, except for re-
lease to a government agency under certain circumstances
and conditions as set forth at N.J.S.A. 45:9-19.3 and 19.10.

11:1-7.5 Penalties

(a) Any insurer, insurance association or practitioner fail-
ing to notify the Medical Malpractice Review Panel pursu-
ant to the requirements of this subchapter shall be subject to
such penalties as the Commissioner may determine in accor-
dance with N.J.S.A. 17:30D-12. Additionally, the Commis-
sioner may assess a fine not to exceed $1,000 for the first
violation and $2,000 for the second and each subsequent
violation, which may be recovered in a summary proceeding
pursuant to N.J.S.A. 2A:58-1 et seq.

(b) Any practitioner failing to notify the Medical Practi-
tioner Review Panel pursuant to the requirements of this
subchapter shall be subject to disciplinary action and civil
penalties in accordance with N.J.S.A. 45:1-21, 22 and 25.

1-16
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2. Animal Mortality; (2) Medical malpractice liability
3. Armored Cars; (A) Hospitals Professional Liability
4. Auto Raéing and Race Tracks; (B) Physicians and Surgeons Professional Liabil-
5. Day Care Center Liability; ity
6. Difference In Condition; (C) Dentist Professional Liability
7. Environmental Impairment Liability Insurance; (D) Employees Professional Liability
8. Excess and Buffer Liability; (E) Nurses Professional Liability

9. Excess Loss and Excess Aggregate for Self-Insur-
ers; Public Liability and Workers’ Compensation;

10. Golf Driving Range;

11. Fine Arts Dealers;

12. First Loss and Excess of First Loss Insurance;
13. House Movers and Building Demolition;

14. Kidnapping, Ransom and Extortion Insurance;

15. Manufacturers and Contractors Liability for Floor
Waxers, Building Maintenance People, Window Washers
and Exterminators;

16. “Large Risks” which means any insured:

i. Which procures insurance for any property casu-
alty risk by use of the services of either an employee
who is a full-time insurance manager or buyer, or a
regularly and continuously retained qualified insurance
consultant; and .

ii. Whose aggregate commercial premiums for in-
surance (excluding, Life, Health and Accident, Annui-
ties and Workers’ Compensation insurance) total at
least $500,000;

17. Motor vehicle coverage as follows:
i. Physical Damage Coverage for Limousines; and

ii. Physical Damage Coverage for Trucks, including
trailers and trailer interchange (over 10,000 pounds) for
Non-Fleet (one to five) risks, and commercial fleet
(over five) risks irrespective of gross vehicle weight;

18. Mortgage Impairment;
19. Pony Rides/Riding Academies;

20. Physical Damage Coverage for Private Passenger
and Commercial Vehicles with an original cost new of
$40,000 or above;

21. Product Liability Products or Products Recall Cov-
erage;

22. Professional Liability insurance as follows:
i. Errors and Omissions; and
ii. Professional Liability except:

(1) Legal malpractice liability;

1-67

(F) Optometrists Professional Liability

(G) Physiotherapists Professional Liability

(H) Chiropodists Professional Liability
23. Short Term Events;

24. Skating Rinks (Roller and Ice) and Skate Board
Parks;

25. Swim Clubs/Swim Pools;
26. Vacant and Unoccupied Building;
27. Warehouseman’s Legal Liability;

28. Automobile Personal Injury Protection (PIP) cov-
erage in excess of $250,000.

29. Commercial auto liability for taxicabs;

30. Commercial auto liability for intermediate and
long-haul trucking.

(b) The following kinds of insurance, if sold by eligible
surplus lines insurers, are specifically not eligible for export,
since the Department has determined that they are procura-
ble from authorized or admitted insurers after a diligent
effort:

1. Health insurance, including specific excess or aggre-
gate excess purchased by self-funded health benefit plans,
as defined by N.J.S.A. 17B:17—4; and

2. Annuities including Funding Agreements or Guar-
anteed Investment Contracts (GIC’s) as defined by
N.JS.A. 17B:17-5.

(c) Life insurance is specifically not eligible for export
pursuant to N.J.S.A. 17:22-6.40 et seq.

APPENDIX A

LIST OF UNAUTHORIZED INSURERS
WHICH QUALIFY AS ELIGIBLE
SURPLUS LINES INSURERS

The following is a list of unauthorized insurers which
qualify as eligible surplus lines insurers in New Jersey as of
December 1, 1993.

Domicile
Wilmington, DE
Los Angeles, CA

Companies of other States
Agricultural Excess and Surplus Insurance Co.
Allianz Underwriters Insurance Co.

Supp. 3-18-96
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Companies of other States
American Empire Surplus Lines Insurance Co.
Appalachian Insurance Co.
Associated International Insurance Co.
California Union Insurance Co.
Columbia Casualty Insurance Co.
Evanston Insurance Co.
Empire Indemnity Insurance Co.
Essex Insurance Co.
First Specialty Insurance Co.
First State Insurance Co.
~ General Agents Insurance Co.
General Star Indemnity Co.
Gibraltar Casualty Co.
Great Central Insurance Co.
The Home Insurance Co. of Illinois
Interstate Fire and Casualty Co.
Investors Special Risk Insurance Co.
Landmark Insurance Company
Lexington Insurance Co.
Lincoln Insurance Co.
Monticello Insurance Co.
Mt. Hawley Insurance Co.
Mt. Vernon Fire Insurance Co.
National Indemnity Co.
Nautilus Insurance Co.
Pacific Insurance Co.
Penn—-America Insurance Co.
Preferred Physicians Insurance Co.
Reliance Insurance Company
Royal Surplus Lines Insurance Co.
Savers Property-Casualty Insurance Co.
Scottsdale Insurance Co.
Scottsdale Insurance Co.
Steadfast Insurance Co.
St. Paul Surplus Lines Insurance Co.
T.H.E. Insurance Co.
Tudor Insurance Co.
United Capital Insurance Co.
United Coastal Insurance Co.
United National Insurance Co.
Vanguard Underwriters Insurance Co.
Western Alliance Insurance Co.
Western Indemnity Insurance Co.
Western World Insurance Co.

Companies of other Countries
Aegon Insurance Co. (U.K.) Ltd.
Anglo-American Insurance Co., Ltd.
Associated Electric and Gas Insurance Services,
Ltd.
Lloyds of London
Riunione Adriatica Di Sicurta, s.p.a.
Sphere Drake Insurance Co., p.l.c.
Terra Nova Insurance Co., Ltd.

SUBCHAPTER 35.
COMPANY SYSTEMS

11:1-35.1 Purpose and scope

Domicile
Wilmington, DE
Johnston, RI
Los Angeles, CA
Los Angeles, CA
Chicago, IL
Evanston, IL
Oklahoma, OK
Wilmington, DE
Jefferson City, MO
Wilmington, DE
Oklahoma City, OK
Stamford, CT
Dover, DE
Peoria, IL
Chicago, IL
Chicago, IL
Phoenix, AZ
Los Angeles, CA
Wilmington, DE
Dover, DE
Wilmington, DE
Peoria, IL
King of Prussia, PA
Omaha, NE
Scottsdale, AZ
Los Angeles, CA
Hatboro, PA
Omaha, NE
Chicago, IL
Glastonbury, CT
Overland Park, KS
Wilmington, DE
Columbus, OH
Dover, DE
St. Paul, MN
Metairie, LA
Keene, NH
Stevens Point, WI
Phoenix, AZ
Phila., PA
Oklahoma, OK
Austin, TX

‘Houston, TX

Keene, NH

London, England
London, England

Hamilton, Bermuda
London, England
Trieste, Italy
London, England
London, England

INSURANCE HOLDING

(a) The purpose of this subchapter is to set forth filing

and procedural requirements governing the filing of re-
quired information with respect to the acquisition of control
of, or merger with, a domestic insurer, and registration and
notification requirements for insurers which are members of
an insurance holding company system, pursuant to N.J.S.A.
17:27A-1 et seq.

Supp. 3-18-96

(b) This subchapter shall apply to any .person, insurer,
subsidiary or insurance holding company system subject to
the requirements set forth in N.J.S.A. 17:27A-1 et seq.

11:1-35.2 Definitions

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

. text clearly indicates otherwise.

“Acquisition” means any agreement, arrangement or ac-
tivity, the consummation of which results in a person acquir-
ing directly or indirectly the control of another person, and
includes, but is not limited to, the acquisition of voting
securities, and assets, and bulk reinsurance and mergers.

“Affiliate” means a person that directly, or indirectly
through one or more intermediaries, controls, or is con-
trolled by, or is under common control with, the person
specified.

“Alien insurer” means an insurer formed under the laws
of any country other than the United States, its states,
districts, territories, commonwealth and possessions.

“Authorized insurer” means a foreign or alien insurer,
duly authorized by a certificate of authority issued by the
Commissioner to transact insurance in this State pursuant to
N.J.S.A. 17:32-1 et seq. or 17B:23-1 et seq.

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

“Control” is as defined at N.J.S.A. 17:27A-1c.

“Department” means the New Jersey Department of
Insurance.

“Domestic insurer” means an insurer formed under the
laws of this State.

“Executive officer” means chief executive officer, chief
operating officer, chief financial officer, treasurer, secretary,
controller, and any other individual performing functions
corresponding to those performed by the foregoing officers

_ under whatever title.

“Foreign insurer” means an insurer formed under the
laws of a jurisdiction of the United States other than this
State, and shall include an alien insurer except where clearly
noted otherwise.

“Insurance holding company system” means two or more

. affiliated persons, one or more of which is an insurer.

“Insurer” means any person oI persons, corporation, part-
nership, or company authorized by the laws of this State to
transact the business of insurance in this State, except that it
shall not include agencies, authorities or instrumentalities of
the United States, its possessions and territories, the Com-

monwealth of Puerto Rico, the District of Columbia, or a \J

state or a political subdivision of a state.
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11:1-35.5

“Person” means an individual, a corporation, a partner-
ship, an association, a joint stock company, a trust, an

. unincorporated organization, any similar entity or any com-

bination of the foregoing acting in concert.

“Principal insurer” means the insurer with the largest
amount of direct written premium within the holding com-
pany system as shown by the last filed annual statement.

“Subsidiary” of a specified person is an affiliate controlled
by such person directly, or indirectly through one or more
intermediaries.

“Ultimate controlling person” means that person which is
not controlled by any other person.

“Unauthorized insurer” means an insurer that is not an
authorized insurer.

“Voting security” includes any security convertible into or

~ evidencing a right to acquire a voting security.

11:1-35.3 Forms; general requirements

(a) All statements required to be filed pursuant to
N.J.S.A. 17:27A-2, 17:27A-3 and 17:27A-4 shall be submit-
ted in accordance with the forms set forth at Exhibits A, B,
C, and D, in the Appendix incorporated herein by reference,
as applicable. The forms shall be considered blank forms
which are to be filled in. The statements filed shall contain
the numbers and captions of all items, but the text of the
items may be omitted provided the answers thereto are
prepared in such a manner as to indicate clearly the scope
and coverage of the items. All instructions, whether ap-
pearing under the items of the form or elsewhere therein,
are to be omitted. Unless expressly provided otherwise, if
any item is inapplicable or the answer thereto is in the
negative, an appropriate statement to that effect shall be
made.

(b) Seven complete copies of each Exhibit A statement,
and one copy of each Exhibit B, C and D, including exhibits
and all other papers and documents filed as a part thereof,
shall be filed with the Commissioner by personal delivery or
mail addressed to:

Holding Company Submissions
Division of Financial Examinations
New Jersey Department of Insurance
20 West State Street

CN-325

Trenton, NJ 08625

1. A copy of Exhibit C shall be filed in each state in
which an insurer is authorized to do business, if the
commissioner or other regulatory official of that state has
notified the insurer of its request in writing, in which case
the insurer shall file such forms within 30 days of receipt
of the notice.
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2. At least one of the copies shall be manually signed
in the manner prescribed on the form. Unsigned copies
shall be conformed. If the signature of any person is
affixed pursuant to a power of attorney or other similar
‘authority, a copy of the power of attorney or other
authority shall also be filed with the statement.

(c) Statements and information required pursuant to Ex-
hibit A shall be in loose-leaf form inserted into standard
two-ring or three-ring binders. The loose-leaf sheets used
shall be eight and one-half inches wide and 11 inches long
and punched for two-ring and three-ring binders as appro-
priate. In the case of information required pursuant Exhib-
its A, B, C or D, exhibits and financial statements, unless
specifically prepared for the filing, may be submitted in their
original size. All copies of any statement, financial state-
ments, or exhibits shall be clear, easily readable and suitable
for photocopying. Debits in credit categories and credits in
debit categories shall be designated so as to be clearly
distinguishable as such on photocopies. Statements shall be
in the English language and monetary values shall be stated
in United States currency. If any exhibit or other paper or
document filed with the statement is in a foreign language,
it shall be accompanied by a translation into the English
language and any monetary value shown in a foreign curren-
cy shall be converted into United States currency.

Amended by R.1993 d.554, effective November 15, 1993.
See: 25 N.J.R. 4275(a), 25 N.J.R. 5170(b).

11:1-35.4 Forms; incorporation by reference, summaries
and omissions

(a) Information required pursuant to any item set forth in
Exhibit A, B or D may be incorporated by reference in an
answer or partial answer to any other item. Information
contained in any financial statement, annual report, proxy
statement, statement filed with a governmental authority, or
any other document may be incorporated by reference in
the answer or partial answer to any item of Exhibit A, B or
D provided such document or paper is filed as an appendix
or exhibit to the appropriate Exhibit A, B or D. Matter shall
not be incorporated by reference in any case where such
incorporation would render the statement incomplete, un-
clear or confusing.

* (b) Where an item requires a summary or outline of the
provisions of any document, only a brief statement shall be
made as to the pertinent provisions of the document. In
addition to such statement, the summary or outline may
incorporate by reference particular parts of any exhibit or
document currently on file with the Commissioner which
was filed within three years and may be qualified in its
entirety by such reference.

11:1-35.5 Forms, additional information and exhibits

(a) In addition to the information expressly required to
be included in Exhibits A, B, C and D, the person making
the filing shall include such further material information, if
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any, as may be necessary to make the information contained
therein not misleading, as well as any additional information
the Commissioner may specifically request from a particular
filer.

(b) The person making the filing may also file such
exhibits as it may desire in addition to those expressly
required by the statement. Such exhibits shall be so marked
as to indicate clearly the subject matters to which they refer.
Changes to Exhibits A, B, C and D shall include on the top
of the cover page the phrase: “Change No. (insert number)
to” and shall indicate the date of the change rather than the
date of the original filing.

11:1-35.6 Acquisition of control; statement filing;
procedures

(a) A person required to file a statement pursuant to
N.J.S.A. 17:27A-2 shall furnish the required information set
forth in Exhibit A.

(b) The applicant shall advise the Commissioner within
two business days of any changes in the facts or information
submitted pursuant to (a) above arising subsequent to the
date such information was furnished.

(c) If the person being acquired is deemed to be a
“domestic insurer” solely because of the provisions of
N.J.S.A. 17:27A-2a, the name of the domestic insurer on
the cover page shall be indicated as follows:

1. “ABC Insurance Company, a subsidiary of XYZ
Holding Company.”

(d) Where a domestic insurer, as defined in N.J.S.A.
17:27A-2a, is being acquired, references to “the insurer”
contained in Exhibit A shall refer to both the domestic
subsidiary insurer and the person being acquired.

(e) The time frames for the scheduling of the public
hearing on the proposed acquisition as set forth in N.J.S.A.

17:27A-2d(2) shall not commence until all of the informa-

tion required to be contained in an acquisition statement as
set forth in N.J.S.A. 17:27A-2 and this subchapter has been
received by the Commissioner.

(f) Upon the scheduling of the hearing, the acquiring
party shall cause notice of the hearing to be published in not
less than two newspapers of general circulation in this State.
Such notice shall include, but not be limited to, the name of
the acquiring party, the name of the insurer proposed to be
acquired, and the time and place for the hearing. Such
notice shall be published not later than seven days, nor
earlier than 14 days, prior to the scheduled date of the
hearing.

(g) A verbatim transcript of a hearing held pursuant to

N.J.S.A. 17:27A-2d shall be made, and the costs thereof
shall be borne by the acquiring party. '

Supp. 3-18-96

(h) Until the day of the hearing, any information received
pursuant to N.J.S.A. 17:27A-2b or this subchapter as part of
an acquisition of control statement filing shall be confiden-
tial and shall not be subject to public inspection or copying
pursuant to the “Right to Know” law, N.J.S.A. 47:1A-1 et
seq.

11:1-35.7 Annual registration of insurers

(a) An insurer required to file an annual registration
statement pursuant to N.J.S.A. 17:27A-3 shall furnish the
information set forth in Exhibit B within the time frames set
forth in N.J.S.A. 17:27A-3a.

(b) An insurer required to file an annual registration
statement pursuant to N.J.S.A. 17:27A-3 also shall furnish
information set forth on Exhibit C. The insurer shall file a
copy of Exhibit C in each state in which the insurer is
authorized to do business, if requested by the Commissioner
or other regulatory official of that state.

(c) The insurer shall file an amendment to Exhibit B
within 15 days after the end of any month in which there is
a material change to the information provided in the annual
registration statement. Amendments shall be filed in the
format of Exhibit B. Only items which are being amended
shall be reported. Each such amendment shall include at
the top of the cover page “Amendment No. (insert number)
to Form B for (insert year)” and shall indicate the date of
the change rather than the date of the original filing,

11:1-35.8 Alternative and consolidated registrations

(a) Any authorized insurer may file a registration state-
ment on behalf of any affiliated insurer or insurers which
are required to register pursuant to N.J.S.A. 17:27A-3. The
registration statement may include information not required
by N.J.S.A. 17:27A-1 et seq. regarding any insurer in the
insurance holding company system even if such insurer is
not authorized to do business in this State. In lieu of filing
a registration statement in the format of Exhibit B, the
authorized insurer may file a copy of the registration or
similar report which it is required to file in its state of
domicile, provided that:

1. The statement or report contains substantially simi-
lar information required to be furnished on Exhibit B;
and

2. The filing insurer is the principal insurer in the
insurance holding company system.

(b) An insurer filing a registration statement or report in
lieu of Exhibit B on behalf of an affiliated insurer shall
provide a brief statement of facts to substantiate the filing

N\

insurer’s claims that it, in fact, is the principal insurer in the \)

insurance holding company system.
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(c) With the prior approval of the Commissioner, an
unauthorized insurer may follow any of the procedures
which could be done by an authorized insurer under para-
graph (a) above.

(d) Except as provided at (c) above, any insurer may
make consolidated or alternate filings as set forth in this
section without the prior approval of the Commissioner.
The Commissioner, however, may require individual filings
at any time if he or she deems such filings necessary in the
interest of clarity, ease of administration or the public good.

11:1-35.9 Disclaimers and termination of registration

(a) A disclaimer of affiliation or a request for termination
of registration claiming that a person does not, or will not
upon the taking of some proposed action, control another
person (hereinafter referred to as the “subject”) shall con-
tain the following information:

1. The number of authorized, issued and outstanding
voting securities of the subject;

2. With respect to the person whose control is denied
and all affiliates of such person, the number and percent-
age of shares of the subject’s voting securities which are
held of record or known to be beneficially owned, and the
number of such shares concerning which there is a right
to acquire, directly or indirectly;

3. All material relationships and bases for affiliation
between the subject and the person whose control is
denied and all affiliates of such person; and

4. A statement explaining why such person should not
be considered to control the subject.

(b) A request for termination of registration shall be
deemed to have been granted unless the Commissioner,
within 30 days after receipt of the request, notifies the
registrant otherwise.

11:1-35.10 Transactions subject to prior notice

(a) An insurer required to give notice of a proposed
transaction pursuant to N.J.S.A. 17:27A—4 shall furnish the
required information as set forth in Exhibit D within the
applicable time frames set forth in N.J.S.A. 17:27A-4.

(b) Notification of extraordinary dividends and any other
ordinary dividend distribution to shareholders shall include
the following information:

1. The amount of the proposed dividend;
2. The date established for payment of the dividend;

3. A statement as to whether the dividend is to be in
cash or other property. If the dividend is in property, a
description thereof shall be provided, as well as a descrip-
tion of its cost, fair market value, and an explanation of
the basis for valuation;
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4. A copy of the work paper calculations determining
whether the proposed dividend is an extraordinary divi-
dend as defined in N.J.S.A. 17:27A—-4c(2)(b). The work
paper shall include the following information:

i. The amounts, dates and form of payment of all
dividends or distributions (including regular dividends
but excluding distributions of the insurer’s own securi-
ties) paid within the period of 12 consecutive months
ending on the date fixed for payment of the proposed
dividend for which approval is sought and commencing

_ on the day after the same day of the same month in the
last preceding year;

ii. The insurer’s surplus as regards policyholders
(total capital and surplus) as of the 31st of December
next preceding;

iii. If the insurer is a life insurer, the net gain from
operations less realized capital gains for the 12-month
period ending the 31st day of December next preced-
ing; and

iv. If the insurer is not a life insurer, the net income
less realized capital gains for the 12-month period
ending the 31st day of December next preceding;

5. A balance sheet and statement of income for the
period intervening from the last annual statement filed
with the Commissioner and the end of the month preced-
ing the month in which the request for dividend approval
is submitted;

6. A brief statement as to the effect of the proposed
dividend upon the insurer’s surplus and the reasonable-
ness of surplus in relation to the insurer’s outstanding
liabilities and the adequacy of surplus relative to the
insurer’s financial needs; and

7. The non-refundable filing fee as set forth at
N.J.A.C. 11:1-32.4(b)14.

11:1-35.11 Adequacy of surplus

" In determining the adequacy and reasonableness of an
insurer’s surplus, the Commissioner shall consider the fac-
tors set forth in N.J.S.A. 17:27A-4b, among others, and
need not consider any single factor as necessarily control-
ling. The Commissioner may consider the net effect of all

- of these factors plus other factors bearing on the financial

condition of the insurer. In comparing the surplus main-
tained by other insurers, the Commissioner shall consider
the extent to which each of these factors varies from compa-
ny to company and in determining the quality and liquidity
of investments in subsidiaries, the Commissioner shall con-
sider the individual subsidiary and may discount or disallow
its valuation to the extent that, in his or her judgment, the
individual investment so warrants.
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11:1-35.12 Penalties

Failure to comply with the provisions of this subchapter
may result in the imposition of penalties as authorized by
law.

APPENDIX

EXHIBIT A
FORM A

STATEMENT REGARDING THE ACQUISITION
OF CONTROL OF OR MERGER WITH A
DOMESTIC INSURER

Name of Domestic Insurer
BY

Name of Acquiring Person (Applicant)
filed with the Insurance Department of the State of
NEW JERSEY

Dated: ,19___
Name, title, address and telephone number of Individual to
Whom Notices and Correspondence Concerning this State-
ment Should be Addressed:

ITEM 1. INSURER AND METHOD OF ACQUISITION

State the name and address of the domestic insurer to
which this application relates and a brief description of how
control is to be acquired.

ITEM 2. IDENTITY AND BACKGROUND OF THE AP-
PLICANT

(a) State the name and address of the applicant seeking
to acquire control over the insurer.

(b) If the applicant is not an individual, state the nature
of its business operations for the past five years or for such
lesser period as such person and any predecessors thereof
shall have been in existence. Briefly describe the business
intended to be done by the applicant and the applicant’s
subsidiaries.
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(c) Furnish a chart or listing clearly presenting the identi-
ties of the inter-relationships among the applicant and all
affiliates of the applicant, regardless of the amount of the
affiliate’s total assets. Indicate in such chart or listing the
percentage of voting securities of each such person which is
owned or controlled by the applicant or by any other such
person. If control of any person is maintained other than

by the ownership or control of voting securities, indicate the -

basis of such control. As to each person specified in such
chart or listing indicate the type of organization (for exam-
ple, corporation, trust, partnership) and the state or other
jurisdiction of domicile. If court proceedings involving a
reorganization or liquidation are pending with respect to
any such person, indicate which person, and set forth the
title of the court, nature of proceedings and the date when
commenced.

ITEM 3. IDENTITY AND BACKGROUND OF INDIVID-
UALS ASSOCIATED WITH THE APPLICANT

State the following with respect to (1) the applicant if
(s)he is an individual or (2) all persons who are directors,
executive officers or owners of 10 percent or more of the
voting securities of the applicant is not an individual.

(a) Name and business address;

(b) Present principal business activity, occupation or
employment including position and office held and the
name, principal business and address of any corporation
or other organization in which such employment is carried
on;

(c) Material occupation, positions, offices or employ-
ment during the last five years, giving the starting and
ending dates of each and the name, principal business and
address of any business, corporation or other organization
in which each such occupation, position, office or employ-
ment was carried on; if any such occupation, position,
office or employment required licensing by or registration
with any federal, state or municipal governmental agency,
indicate such fact, the current status of such licensing or
registration, and an explanation of any surrender, revoca-
tion, suspension or disciplinary proceedings in connection
therewith.

(d) Whether or not such person has ever been convict-
ed in a criminal proceeding (excluding minor traffic viola-
tions) during the last ten years and, if so, give the date,
nature of conviction, name and location of court, and
penalty or other disposition of the case.

ITEM 4. NATURE, SOURCE AND AMOUNT OF CON-
SIDERATION '
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(a) Describe the nature, source and amount of funds or
other consideration used or to be used in effecting the
merger or other acquisition of control. If any part of the
~ same is represented or is to be represented by funds or
other consideration borrowed or otherwise obtained for the
purpose of acquiring, holding or trading securities, furnish a
description of the transaction, the names of the parties
thereto, the relationship, if any, between the borrower and
the lender, the amounts borrowed or to be borrowed, and
copies of all agreements, promissory notes and security
arrangements relating thereto.

(b) Explain the criteria used in determining the nature
and amount of such consideration.

(c) If the source of the consideration is a loan made in
the lender’s ordinary course of business and if the applicant
wishes the identity of the lender to remain confidential, he
must specifically request that the identity be kept confiden-
tial.

ITEM 5. FUTURE PLANS OF INSURER

Describe any plans or proposals which the applicant may
have to declare an extraordinary dividend, to liquidate such
insurer, to sell its assets to or merge it with any person or
persons or to make any other material change in its business
operations or corporate structure or management.

ITEM 6. VOTING SECURITIES TO BE ACQUIRED

State the number of shares of the insurer’s voting securi-
ties which the applicant, its affiliates and any person listed
in Item 3 plan to acquire, and the terms of the offer,
request, invitation, agreement or acquisition, and a state-
ment as to the method by which the fairness of the proposal
was determined. A copy of the final executed purchase
agreement shall also be attached to this statement, unless
the insurer being acquired is in rehabilitation. In such a
case, a copy of the draft purchase agreement shall neverthe-
less be attached, which shall reflect the general terms for the
purchase as agreed to by the parties as of the date of the
filing.

ITEM 7. OWNERSHIP OF VOTING SECURITIES

State the amount of each class of any voting security of .

the insurer which is beneficially owned or concerning which
there is a right to acquire beneficial ownership by the
applicant, its affiliates or any person listed in Item 3.

ITEM 8. CONTRACTS, ARRANGEMENTS OR UNDER-
STANDINGS WITH RESPECT TO VOTING
SECURITIES OF THE INSURER

Give a full description of any contracts, arrangements or
understandings with respect to any voting security of the
insurer in which the applicant, its affiliates or any person
listed in Item 3 is involved, including but not limited to
transfer of any of the securities, joint ventures, loan or
option arrangements, puts or calls, guarantees of loans,
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guarantees against loss or guarantees of profits, or the giving
or withholding of proxies. Such description shall identify
the persons with whom such contracts, arrangements or
understandings have been entered into.

ITEM 9. RECENT PURCHASES OF VOTING SECURI-
TIES

Describe any purchase of any voting securities of the
insurer by the applicant, its affiliates or any person listed in
Item 3 during the 12 calendar months preceding the filing of
this Statement. Include in such description the dates of
purchase, the names of the purchasers, and the consider-
ation paid or agreed to be paid therefor. State whether any
such shares so purchased are hypothecated.

ITEM 10. RECENT RECOMMENDATIONS TO PUR-
CHASE

Describe any recommendations to purchase any voting
security of the insurer made by the applicant, its affiliates or
any person listed in Item 3, or by anyone based upon
interviews or at the suggestion of the applicant, its affiliates
or any person listed in Item 3 during the 12 calendar
months preceding the filing of this statement.

ITEM 11. AGREEMENTS WITH BROKER-DEALERS

Describe the terms of any agreement, contract or under-
standing made with any broker-dealer as to solicitation of
voting securities of the insurer for tender and the amount of
any fees, commissions or other compensation to be paid to
broker-dealers with regard thereto.

ITEM 12. FINANCIAL STATEMENTS AND EXHIBITS

(a) Financial statements and exhibits shall be attached to
this statement as an appendix, but list under this item the
financial statements and exhibits so attached.

(b) The financial statements shall include the annual
financial statements of the persons identified in Item 2(c)
(including trusts, partnerships or corporations) for the pre-
ceding five fiscal years (or for such lesser period as such
applicant and its affiliates and any predecessors thereof shall
have been in existence), and similar information covering
the period from the end of such person’s last fiscal year, if
such information is available. Such statements may be
prepared on either an individual basis, or, unless the Com-
missioner otherwise requires, on a consolidated basis if such
consolidated statements are prepared in the usual course of
business.

The annual financial statements of the applicant shall
be accompanied by the certificate of an independent
public accountant to the effect that such statements pres-
ent fairly the financial position of the applicant and the
results of its operations for the year then ended, in
conformity with generally accepted accounting principles °
or with requirements of insurance or other accounting
principles prescribed or permitted under law. In the case
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of annual statements for individuals, in lieu of an annual
statement certified by an independent certified public
accountant, the Commissioner may accept annual state-
ments for individuals that conform with the Institute of
Certified Public Accountants Guidelines for Financial
Compilation, or such similar guidelines acceptable to the
Commissioner. If the applicant is an insurer which is
actively engaged in the business of insurance, the financial
statements need not be certified, provided they are based
on the Annual Statement of such person filed with the
insurance department of the person’s domiciliary state
and are in accordance with the requirements of insurance
or other accounting principles prescribed or permitted
under the law and regulations of such state.

(c) File as exhibits copies of all tender offers for, requests
or invitations for, tenders of, exchange offers for, and
agreements to acquire or exchange any voting securities of
the insurer and (if distributed) of additional soliciting mate-
rial relating thereto, any proposed employment, consulta-
tion, advisory or management contracts concerning the in-
surer, annual reports to the stockholders of the insurer and
the applicant for the last two fiscal years, and any additional
documents or papers required by Form A or N.J.A.C.
11:1-35.3.

ITEM 13. SIGNATURE AND CERTIFICATION

Signature and certification required as follows:

SIGNATURE
Pursuant to the requirements of N.J.S.A. 17:27A-2

has caused this application to be duly signed on

its behalf in the City of - and State of
on the day of 19

(SEAL)

Name of Applicant
BY
(Name) (Title)
Attest:
(Signature of Officer)
(Title)
CERTIFICATION

The undersigned deposes and says that (s)he has duly ex-
ecuted the attached application dated , 19__, for and

on behalf of ; that (s)heisthe
(Name of Applicant) (Title of Officer)

of such company and that (s)he is authorized to execute and
file such instrument. Deponent further says that (s)he is
familiar with such instrument and the contents thereof, and
that the facts set forth are true to the best of his/her
knowledge, information and belief.

Supp. 3-18-96

(Signature)
(Type or print name beneath)

EXHIBIT B
FORM B
INSURANCE HOLDING COMPANY SYSTEM
ANNUAL REGISTRATION STATEMENT

Filed with the Insurance Department of the State of
NEW JERSEY

By

Name of Registrant

On Behalf of Following Insurance Companies
Name Address

Date:

Name, Title, Address and Telephone Number of Individual
to Whom Notices and Correspondence Concerning this
Statement Should be Addressed:

ITEM 1. IDENTITY AND CONTROL OF REGISTRANT
Furnish the exact name of each insurer registering or
being registered (hereinafter called “the Registrant”), the
home office address and principal executive offices of each;
the date on which each Registrant became part of the
insurance company system; and the method(s) by which
control of each Registrant was acquired and is maintained.

ITEM 2. ORGANIZATIONAL CHART

Furnish a chart or listing clearly presenting the identities
of and interrelationships among all affiliated persons within
the insurance holding company system, regardless of the
amount of the affiliate’s total assets. The chart or listing
should show the percentage of each class of voting securities
of each affiliate which is owned, directly or indirectly, by
another affiliate. If control of any person within the system
is maintained other than by the ownership or control of
voting securities, indicate the basis of such control. As to
each person specified in such chart or listing indicate the
type of organization (for example, corporation, trust, part-

nership) and the state or other jurisdiction of domicile.

ITEM 3. THE ULTIMATE CONTROLLING PERSON
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As to the ultimate controlling person in the insurance
holding company system, furnish the following information:

(a) Name.
(b) Home office address.
(c) Principal executive office address.

(d) The organizational structure of the person, that is,
corporation, partnership, individual, trust, etc.

(e) The principal business of the persomn.

(f) The name and address of any person who holds or
owns 10 percent or more of any class of voting security,
the class of such security, the number of shares held of
record or known to be beneficially owned, and the per-
centage of class so held or owned.

(g) If court proceedings involving a reorganization or
liquidation are pending, indicate the title and location of
the court, the nature of proceedings and the date when
commenced.

ITEM 4. BIOGRAPHICAL INFORMATION

Furnish the following information for the directors and
executive officers of the ultimate controlling person: the
individual’s name and address, his or her principal occupa-
tion and all offices and positions held during the past five
years, and any conviction of crimes other than minor traffic
violations during the past ten years.

ITEM 5. TRANSACTIONS AND AGREEMENTS

Briefly describe the following agreements in force, and
transactions currently outstanding or which have occurred
during the last calendar year between the Registrant and its
affiliates:

(1) Loans, other investments, or purchases, sales or
exchanges of securities of the affiliates by the Registrant
or of the Registrant by its affiliates;

(2) Purchases, sales or exchanges of assets;
(3) Transactions not in the ordinary course of business;

(4) Guarantees or undertakings for the benefit of an
affiliate which result in an actual contingent exposure of
the Registrant’s assets to liability, other than insurance
contracts entered into in the ordinary course of the
Registrant’s business;

(5) All management agreements, service contracts and
all cost-sharing arrangements;

(6) Reinsurance agreements;

(7) Dividends and other distributions to shareholders,
including the declarations and authorizations thereof;

(8) Consolidated tax allocation agreements; and

(9) Any pledge of the Registrant’s stock and/or of the
stock of any subsidiary or controlling affiliate, for a loan
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made to any member of the insurance holding company
system.

No information need be disclosed if such information is
not material.

Sales, purchases, exchanges, loans or extensions of credit,
investments, guarantees or other contingent obligations in-
volving 0.5 percent or less of the Registrant’s admitted
assets as of the 31st day of December next preceding shall
not be deemed material.

The description shall be in a manner as to permit the
proper evaluation thereof by the Commissioner, and shall
include at least the following: the nature and purpose of the
transaction, the nature and amounts of any payments or
transfers of assets between the parties, the identity of all
parties to such transaction, and relationship of the affiliated
parties to the Registrant.

ITEM 6. LITIGATION OR ADMINISTRATIVE PRO-
CEEDINGS

A brief description of any litigation or administrative
proceedings of the following types either then pending or
concluded within the preceding fiscal year, to which the
ultimate controlling person or any of its directors or execu-
tive officers was a party or of which the property of any such
person is or was the subject; give the names of the parties
and the court or agency in which such litigation or proceed-
ings is or was pending:

(a) Criminal prosecutions or administrative proceed-
ings by any government agency or authority which may be
relevant to the trustworthiness of any party thereto; and

(b) Proceedings which may have a material effect upon
the solvency or capital structure of the ultimate control-
ling person including, but not necessarily limited to, bank-
ruptcy, receivership or other corporate reorganizations.

ITEM 7. STATEMENT REGARDING PLAN OR SERIES
OF TRANSACTIONS

The insurer shall furnish a statement that transactions
entered into since the filing of the prior year’s annual
registration statement are not part of a plan or series of like
transactions, the purpose of which is to avoid statutory
threshold amounts and the review that might otherwise
occur.

ITEM 8. FINANCIAL STATEMENTS AND EXHIBITS

(a) Financial statements and exhibits should be attached
to this statement as an appendix, but list under this item the
financial statements and exhibits so attached.

(b) The financial statements shall include the annual -
financial statements of the ultimate controlling person in the
insurance holding company system as of the end of the
person’s latest fiscal year.
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If at the time of the initial registration, the annual
financial statements for the latest fiscal year are not
available, annual statements for the previous fiscal year
may be filed and similar financial information shall be
filed for any subsequent period to the extent such infor-
mation is available. Such financial statements may be
prepared on either an individual basis, or unless the
Commissioner otherwise requires, on a consolidated basis
if such consolidated statements are prepared in the usual
course of business.

Unless the Commissioner otherwise permits, the annual
financial statements shall be accompanied by the certifi-
cate of an independent public accountant to the effect
that such statements present fairly the financial position
of the ultimate controlling person and the results of its
operations for the year ended, in conformity with general-
ly accepted accounting principles or with requirements of
insurance or other accounting principles prescribed or
permitted under law. If the ultimate controlling person is
an insurer which is actively engaged in the business of
insurance, the annual financial statements need not be
certified, provided they are based on the Annual State-
ment of such insurer filed with the insurance department
of the insurer’s domiciliary State and are in accordance
with requirements of insurance or other accounting prin-
ciples prescribed or permitted under the law and regula-
tions of such state.

(c) Exhibits shall include copies of the latest annual
reports to shareholders of the ultimate controlling person
and proxy material used by the ultimate controlling person,
and any additional documents or papers required by Form B
or NJA.C. 11:1-35.3.

ITEM 9. FORM C REQUIRED

A Form C, Summary of Registration Statement, must be
prepared and filed with this Form B.

ITEM 10. SIGNATURE AND CERTIFICATION

Signature and certification required as follows:

SIGNATURE

Pursuant to the requirements of N.J.S.A. 17:27A-3, the
Registrant has caused this annual registration statement to

be duly signed on its behalf in the Cityof _________ and
State of on the day of
19

(SEAL)

Name of Registrant

Attest:

(Signature of Officer)

)

(Title)

CERTIFICATION

The undersigned deposes and says that (s)he has duly
executed the attached annual registration statement dated

, 19__, for and on behalf of ; that
(Name of Company)

of such company and that (s)he

(s)heisthe
(Title of Officer)

is authorized to execute and file such instrument. Depo-
nent further says that (s)he is familiar with such instrument
and the contents thereof, and that the facts therein set forth
are true to the best of his/her knowledge, information and
belief.

(Signature)
(Type or print name beneath)

EXHIBIT C
FORM C
SUMMARY OF REGISTRATION STATEMENT

Filed with the Insurance Department of the State of NEW

JERSEY
4 By w>

Name of Registrant

On Behalf of Following Insurance Companies
Name Address

Date: , 19

Name, Title, Address and Telephone Number of Individual
to Whom Notices and Correspondence Concerning This
Statement Should be Addressed:

Furnish a brief description of all items in the current
annual registration statement which represent changes from
the prior year’s annual registration statement. The descrip-
tion shall be in a manner as to permit the proper evaluation

BY thereof by the Commissioner, and shall include specific ’
(Name) (Title) ~ reference to Item numbers in the annual registration state- \W)
ment and to the terms contained therein.
Supp. 3-18-96 1-76
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Changes occurring under Item 2 of Form B insofar as
changes in the percentage of each class of voting securities
held by each affiliate is concerned, need only be included
where such changes are ones which result in ownership of
holdings of 10 percent or more of voting securities, loss or
transfer of control, or acquisition or loss of partnership
interest.

Changes occurring under Item 4 of Form B need only be
included where: an individual is, for the first time, made a
director or executive officer of the ultimate controlling
person; a director or executive officer terminates his or her
responsibilities with the ultimate controlling person; or in
the event an individual is named president of the ultimate
controlling person.

If a transaction disclosed on the prior year’s annual
registration statement has been changed, the nature of such
change shall be included. If a transaction disclosed on the
prior year’s annual registration statement has been effectu-
ated, furnish the mode of completion and any flow of funds
between affiliates resulting from the transaction.

The insurer shall furnish a statement that transactions
entered into since the filing of the prior year’s annual
registration statement are not part of a plan or series of like
transactions whose purpose it is to avoid statutory threshold
amounts and the review that might otherwise occur.

SIGNATURE AND CERTIFICATION
Signature and certification required as follows:

SIGNATURE

Pursuant to the requirements of N.J.S.A. 17:27A-3, the
Registrant has caused this summary of registration state-
ment to be duly signed on its behalf in the City of

— and State of on the day
of 19
(SEAL)
Name of Registrant
BY
(Name) (Title)
Attest:
(Signature of Officer)
(Title)
CERTIFICATION

The undersigned deposes and says that (s)he has duly
executed the attached summary of registration statement
dated 19_, for and on behalf of

(Name of Company)

— of such company and that
(Title of Officer)

- 1-77

(s)he is authorized to execute and file such instrument.
Deponent further says that (s)he is familiar with such
instrument and the contents thereof, and that the facts
therein set forth are true to the best of his/her knowledge,

information and belief.

(Signature)
(Type or print name beneath)

EXHIBIT D
FORM D
PRIOR NOTICE OF A TRANSACTION

Filed with the Insurance Department
of the State of NEW JERSEY

By

Name of Registrant

On Behalf of Following Insurance Companies
Name - Address

Date: , 19
Name, Title, Address and Telephone Number of Individual
to Whom Notices and Correspondence Concerning This
Statement Should be Addressed:

ITEM 1. IDENTITY OF PARTIES TO TRANSACTION

Furnish the following information for each of the parties
to the transaction:
(a) Name.
(b) Home office address.

(c) Principal executive office address.

(d) The organizational structure, that is, corporation,
partnership, individual, trust, etc.

(e) A description of the nature of the parties’ business
operations.

(f) Relationship, if any, of other parties to the transac-
tion to the insurer filing the notice, including any owner-
ship or debtor/creditor interest by any other parties to the
transaction in the insurer seeking approval, or by the
insurer filing the notice in the affiliated parties.

Supp. 3-18-96
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(g) Where the transaction is with a non-affiliate, the
name(s) of the affiliate(s) which will receive, in whole or
in substantial part, the proceeds of the transaction.

ITEM 2. DESCRIPTION OF THE TRANSACTION

Furnish the following information for each transaction for
which notice is being given:

(a) A statement as to whether notice is being given
pursuant to N.J.S.A. 17:27A-4a(2)(a), a(2)(b), a(2)(c),

a(2)(d) or a(2)(e).
(b) A statement of the nature of the transaction.
(c) The proposed effective date of the transaction.

ITEM 3. SALES, PURCHASES, EXCHANGES, LOANS,
EXTENSIONS OF CREDIT, GUARANTEES
OR OTHER CONTINGENT OBLIGATIONS,
INVESTMENTS OR LOANS COLLATERAL-
IZED BY THE STOCK OF A SUBSIDIARY OR
AFFILIATE

Furnish a brief description of the amount and source of
funds, securities, property or other consideration for the
sale, purchase, exchange, loan, extension of credit, guaran-
tee or other contingent obligation, investment, or loan col-
lateralized by the stock of a subsidiary or affiliate; whether
any provision exists for purchase by the insurer filing notice,
by any party to the transaction, or by any affiliate of the
insurer filing notice; a description of the terms of any
securities being received, if any; and a description of any
other agreements relating to the transaction such as con-
tracts or agreements for services, consulting agreements and
the like. If the transaction involves other than cash, furnish
a description of the consideration, its cost and its fair
market value, together with an explanation of the basis for
evaluation. :

If the transaction involves a loan, extension of credit or a
guarantee, furnish a description of the maximum amount
which the insurer will be obligated to make available under
such loan, extension of credit or guarantee, the date on
which the credit or guarantee will terminate, and any provi-
sions for the accrual of or deferral of interest.

If the transaction involves an investment, guarantee or
other arrangement, state the time period during which the
investment, guarantee or other arrangement will remain in
effect, together with any provisions for extensions or renew-
als of such investments, guarantees or arrangements. Fur-
nish a brief statement as to the effect of the transaction
upon the insurer’s surplus.

No notice need be given if the maximum amount which
can at any time be outstanding or for which the insurer can
be legally obligated under the loan, extension of credit or
guarantee is less than (a) in the case of non-life insurers, the
lesser of 3 percent of the insurer’s admitted assets or 25
percent of surplus as regards policyholders or, (b) in the
case of life insurers, 3 percent of the insurer’s admitted
assets, each as of the 31st day of December next preceding.

Supp. 3-18-96

ITEM 4. LOANS OR EXTENSIONS OF CREDIT TO A
NONAFFILIATE g

If the transaction involves a loan or extension of credit to
any person who is not an affiliate, furnish a brief description
of the agreement or understanding whereby the proceeds of
the proposed transaction, in whole or in substantial part, are
to be used to make loans or extensions of credit to, to
purchase the assets of, or to make investments in, any
affiliate of the insurer making such loans or extensions of
credit, and specify in what manner the proceeds are to be
used to loan to, extend credit to, purchase assets of, or make
investments in, any affiliate. Describe the amount and
source of duns, securities, property or other consideration
for the loan or extension of credit and, if the transaction is
one involving consideration other than cash, a description of
its cost and its fair market value together with an explana-
tion of the basis for evaluation. Furnish a brief statement
as to the effect of the transaction upon the insurer’s surplus.

No notice need be given if the loan or extension of credit
is one which equals less than, in the case of non-life
insurers, the lesser of 3 percent of the insurer’s admitted
assets or 25 percent of surplus as regards policyholders or,
with respect to life insurers, 3 percent of the insurer’s
admitted assets, each as of the 31st day of December next
preceding.

ITEM 5. REINSURANCE

If the transaction is a reinsurance agreement or modifica-
tion thereto, as described in N.J.S.A. 17:27A-4a(2)(c), fur-
nish a description of the known and/or estimated amount of
liability to be ceded and/or assumed in each calendar year,
the period of time during which the agreement will be in
effect, and a statement whether an agreement or under-
standing exists between the insurer and non-affiliate to the
effect that any portion of the assets constituting the consid-
eration for the agreement will be transferred to one or more
of the insurer’s affiliates. Furnish a brief description of the
consideration involved in the transaction, and a brief state-
ment as to the effect of the transaction upon the insurer’s
surplus.

No notice need be given for reinsurance agreements or
modifications thereto if the reinsurance premium or a
change in the insurer’s liabilities in connection with the
reinsurance agreement or modification thereto is less than 5
percent of the insurer’s surplus as regards policyholders, as
of the 31st day of December next preceding.

ITEM 6. MANAGEMENT AGREEMENTS, SERVICE
AGREEMENTS AND COST-SHARING AR-
RANGEMENTS

For management and service agreements, furnish:

(a) A brief description of the managerial responsibili-
ties, or services to be performed.
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(b) A brief description of the agreement, including a
statement of its duration, together with brief descriptions
of the basis for compensation and the terms under which
payment or compensation is to be made.

For cost-sharing arrangements, furnish:

(a) A brief description of the purpose of the agree-
ment.

(b) A description of the period of time during which
the agreement is to be in effect.

(c) A brief description of each party’s expenses or costs
covered by the agreement.

(d) A brief description of the accounting basis to be
used in calculating each party’s costs under the agree-
ment.

ITEM 7. SIGNATURE AND CERTIFICATION

Signature and certification required as follows:

SIGNATURE

Pursuant to the requirements of N.J.S.A. 17:27A-4,
has caused this notice to be duly signed on its

behalf in the City of andStateof ____ on
the_____ dayof , 19
(SEAL)
Name of Applicant
BY
(Name) (Title)
Attest:
(Signature of Officer)
(Title)
CERTIFICATION

The undersigned deposes and says that (s)he has duly
executed the attached notice dated , 19__, for
and on behalf of ; that (s)he is the

(Name of Company)

— of such company and that (s)he is autho-
(Title of Officer)

rized to execute and file such instrument. Deponent further
says that (s)he is familiar with such instrument and the
contents thereof, and that the facts therein set forth are true
to the best of his/her knowledge, information and belief.

(Signature)

(Type or print name beneath)
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SUBCHAPTER 36. EXAMINATION OF INSURERS

11:1-36.1 Purpose and scope

(a) This subchapter sets forth certain procedures and
processes for the examination of the financial condition of a
company and for the payment of expenses of any examina-
tion conducted pursuant to P.L..1993, c.236.

(b) This subchapter applies to all insurers licensed to
transact insurance in this State and to any company or
person subject to examination by the Commissioner pursu-
ant to P.L.1993, c.236.

11:1-36.2 Definitions

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

“Alien insurer” means an insurer formed under the laws
of any country other than the United States, its states,
districts, territories, commonwealths and possessions.

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

“Company” means any insurer or other person engaging
in or proposing or attempting to engage in any transaction
or kind of insurance or surety business and any person or
group of persons who may otherwise be subject to the
administrative, regulatory or taxing authority of the Com-
missioner.

“Department” means the New Jersey Department of
Insurance.

“Domestic insurer” means an insurer formed under the
laws of this State.

“Examiner” means any individual or firm authorized by
the Commissioner to conduct an examination pursuant to
P.L.1993, c.236.

“Financial condition examination” means a comprehen-
sive examination of the assets and liabilities, method of
conducting business and all other affairs of any company
which is the subject matter of the examination report filed
pursuant to the procedures set forth in P.L.1993, c¢.236 and
this subchapter.

“Foreign insurer” means an insurer formed under the
laws of a jurisdiction of the United States other than this
State.

“Insurer” means any corporation, association, partner-
ship, reciprocal exchange, interinsurer, Lloyd’s insurer or
other person engaged in the business of insurance pursuant
to Subtitle 3 of the Title 17 of the Revised Statutes or
Subtitle 3 of the Title 17B of the New Jersey Statutes.
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“Joint examination” means the examination of affiliated
insurers that have any type of interinsurance, reinsurance, or
other business dealings, and of insurers that have, through
reinsurance affiliations, provided 35 percent or more of the
existing surplus support at the as-of-date of the examination.

“Lead state” means the state where the parent insurer is
domiciled or, if there is no insurer parent, the state where
~ the largest (by direct written premium volume as shown by
the last filed annual statement) insurer subsidiary is domi-
ciled.

“NAIC” means the National Association of Insurance
Commissioners.

11:1-36.3 Examination; when deemed complete

(a) For purposes of P.1.1993, ¢.236, section 5b, an exami-
nation of the financial condition of a company shall be
deemed complete not later than 90 days after the date the
examiner leaves the site of the company, or not later than
. 90 days after the date the company responds to the last
written request from the examiner(s) for additional informa-
tion, but in no event later than 180 days after the date the
examiner leaves the site of the company provided that the
company has responded to any written request for addition-
al information made 90 days or more prior to that date.
For good cause, the Chief Insurance Examiner of the De-
partment may extend these time frames for an additional
period of time not to exceed 90 days.

(b) A company shall provide any additional information,
documentation or other data requested by an examiner not
later than 30 days after such request.

(c) In the case of joint examinations, the time frames set
forth in (a) above shall apply where this State is the lead
state conducting such joint examination. Where this State
is not the lead state, the time frames set forth in (a) above
may apply with the agreement of the lead State.

11:1-36.4 Foreign and alien insurers; filing of
examination reports with this State

(a) A foreign or alien insurer licensed to transact busi-
ness in this State shall file with the Department a copy of
the financial condition examination report prepared by the
insurance department or other regulatory agency for the
insurer’s state of domicile or port-of-entry state.

1. .The copy of the examination report shall be filed
not later than 180 days after the report is adopted by the
insurance department or regulatory agency of the insur-
er’s state of domicile or port-of-entry state, and shall be
certified by such department or agency as representing a
true and accurate report of the examination conducted by
its duly appointed examiner in charge who satisfies the
minimum qualifications to be the examiner in charge of
such examination as set forth in the Examiners’ Hand-
book adopted by the NAIC as in effect at the time such
examination was conducted.
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2. After January 1, 1994, in addition to the require-
ments set forth in (a) and (a)l above, the insurer shall
provide a certification from the insurance department or
regulatory agency that:

i. The insurance department or regulatory agency
was at the time of the examination accredited under the
NAIC’s Financial Regulation Standards and Accredita-
tion Program; or

ii. The examination was performed under the super-
vision of an accredited insurance department or other
regulatory agency or with the participation of one or
more examiners who are employed by such an accredit-
ed state insurance department or other regulatory agen-
cy who satisfy the minimum qualifications to be an
examiner as set forth in the Examiners’ Handbook
adopted by the NAIC as in effect at the time the
examination was conducted and who, after a review of
the examination work papers and report, state under
oath that the examination was performed in a manner
consistent with the standards and procedures required
by their insurance department or other regulatory agen-

cy.

11:1-36.5 Payment of expenses

(a) Pursuant to P.L.1993, ¢.236, section 3d, the reason-
able expenses of any examination and proceedings conduct-
ed under that statute shall be fixed and determined by the
Commissioner, and he or she shall collect them from the
company examined, which shall pay them on a presentation
of an account of expenses. Any and all such receipts shall
be appropriated to the Department for use in defraying the
expenses of such examination. If any company, after exami-
nation, is adjudged insolvent by a court of competent juris-
diction, the expense of the examination, if unpaid, shall be
ordered out of the assets of the company.

(b) Pursuant to P.L..1993, ¢.236, section 4d, the Commis-
sioner may, in making an examination under that statute,
retain attorneys, appraisers, independent actuaries, indepen-
dent certified public accountants, or other professionals as
examiners, the cost of which shall be borne by the company
being examined. Upon presentation of a detailed invoice
for such fees and expenses, and upon review and approval
by the Commissioner of the adequacy and reasonableness of
such fees and expenses, the Commissioner shall authorize
and direct that the company pay such amount directly to the
third party retained by the Commissioner to assist in the
examination. The company shall make such payment within
30 days of the Commissioner’s approval of the adequacy and
reasonableness of such fees and expenses.

11:1-36.6 Penalties

Failure to comply with the provisions of this subchapter
may result in the imposition of penalties as authorized by
law.
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