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11:1-16.2 Filing requirements 

(a) Any insurer, subject to the prov1s1ons of N.J.S.A. 
17:29A-1 et seq., to effect a decrease in rates currently 
approved by the Commissioner, shall comply with the fol-
lowing filing requirements: 

1. The insurer by a rate filing shall notify the Commis-
sioner of Insurance at least 30 days prior to the date it 
wants to put into effect a decrease in rates currently 
approved for it by the Commissioner. In such rate filing, 
the insurer shall state the basis for the decrease in rates 
and its agreement that the decrease in rates shall remain 
in effect for at least six months from the effective date. 
Within a 15-day period following the filing of such a 
proposed decrease in rates, the Commissioner will notify 
the insurer of the unacceptability of the filing for a 
decrease in rates. The Commissioner will only find unac-
ceptable a decrease in rate filing if, in his opinion, the 
decrease in rates may have a tendency or capacity to 
imperil the financial condition of the filing insurer. 

2. The decrease in rates may be up to 20 percent from 
the rates currently approved for use by the insurers and 
must apply to all policyholders either by coverage or line 
of insurance. 

3. After a filing has been in effect for six months or 
more, an insurer may automatically withdraw its decrease 
or any portion thereof by so notifying the Commissioner 
of Insurance at least 30 days prior to the withdrawal date. 

SUBCHAPTERS 17 THROUGH 19. (RESERVED) 

·suBCHAPTER 20. CANCELLATION AND 
NONRENEWAL OF COMMERCIAL AND 
HOMEOWNERS' INSURANCE POLICIES 

11:1-20.1 Scope 
(a) This subchapter shall apply to all commercial insur-

ance policies which are in force, issued or renewed on or 
after November 7, 1986 by companies licensed to do busi-
ness in this state except workers' compensation insurance, 
employers liability, fidelity, surety, performance and forgery 
bonds, ocean marine and aviation insurance and accident 
and health insurance and any policy written by a surplus 
lines insurer. With the exception of N.J.A.C. 11:1-20.3 and 
11: 1-20.4( d), this subchapter shall not be applicable to 
multi-state location risks or policies subject to retrospective 
rating plans. 

- (b) This subchapter shall also apply to all policies of 
homeowners' insurance as defined at N.J.A.C. 11:2-41.2 
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which are in force, issued or renewed on or after January 
17, 1995. 

(c) These rules are not exclusive, and the Commissioner 
may also consider other provisions of statutes and regula-
tions to be applicable to the circumstances or situations 
addressed herein. Policies may provide terms more favor-
able to policyholders than are required by these rules. The 
rights provided by these rules are in addition to and do not 
prejudice any other rights policyholders may have at com-
mon law, or under statutes and regulations. 

( d) In addition to these rules, the Commissioner may 
implement a market assistance plan providing for a volun-
tary group of insurers in order to aid insureds in obtaining 
commercial insurance coverages specified therein. 

Amended by R.1987 d.114, effective February 17, 1987. 
See: 18 N.J.R. 2301(b), 19 N.J.R. 359(a). 
Amended by R.1995 d.52, effective January 17, 1995. 
See: 26 N.J.R. 4303(a), 27 N.J.R. 363(a). 
Amended by R.1996 d.116, effective March 4, 1996. 
See: 27 N.J.R. 4121(a), 28 N.J.R. 1382(a). 

Case Notes 
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 NJ.Super. 96, 652 A.2d 223 
(A.D.1995). 

Rules upheld as properly adopted on an emergency basis and in 
compliance with authorizing statutes; constitutional challenges of 
vagueness, deprivation of private property and impairment of contract 
denied. In the Matter of N.J.A.C. 11:1-20, 208 N.J.Super. 182, 505 
A.2d 177 (App.Div.1986). 

11:1-20.2 Nonrenewal and cancellation notice 
requirements 

(a) No policy shall be nonrenewed upon its expiration 
date unless a valid notice of nonrenewal has been mailed or 

• delivered to the insured in accordance with the provisions of 
this subchapter. For the purpose of this subchapter, poli-
cies not having a fixed expiration date shall be deemed to 
expire annually on the anniversary of their inception. 

(b) No notice of nonrenewal shall be valid unless it is 
mailed or delivered by the insurer to the insured not more 
than 120 days nor less than 30 days prior to the expiration 
of the policy. 

( c) With respect to payment of the renewal premium, 
notice of the amount of the renewal premium and any 
change in contract terms shall be given to the insured in 
writing not more than 120 days nor less than 30 days prior 
to the due date of the premium and shall clearly state the 
effect of nonpayment of the premium by the due date. 

(d) No cancellation, other than a cancellation based upon 
nonpayment of premium or for moral hazard as defined in 
(f) below, shall be valid unless notice is mailed or delivered 
by the insurer to the insured, and to any person entitled to 
notice under the policy, not more than 120 days nor less 
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than 30 days prior to the effective date of such cancellation 
except, however, that failure to send such notice to any 
designated mortgagee or loss payee shall invalidate the 
cancellation only as to the mortgagee's or loss payee's 
interest. 

( e) A policy shall not be cancelled for nonpayment of 
premium unless the insurer, at least 10 days prior to the 
effective cancellation date, has mailed or delivered to the 
insured notice as required in this subchapter of the amount 
of premium due and the due date. The notice shall clearly 
state the effect of nonpayment by the due date. No cancel-
lation for nonpayment of premium shall be effective if 
payment of the amount due is made prior to the effective 
date set forth in the notice. 

(f) A policy shall not be cancelled for moral hazard 
unless the insurer, at least 10 days prior to the effective 
termination date, has mailed or delivered to the insured 
notice as required in this subchapter and the basis for 
termination conforms to the following definitions of moral 
hazard: 

1. The risk, danger or probability that the insured will 
destroy, or permit to be destroyed, the insured property 
for the purpose of collecting the insurance proceeds. 
Any change in the circumstances of an insured that will 
increase the probability of such a destruction may be 
considered a "moral hazard"; and 

2. The substantial risk, danger or probability that the 
character, circumstances or personal habits of the insured 
may increase the possibility of loss or liability for which an 
insurer will be held responsible. Any change in the 
character or circumstances of an individual, corporate, 
partnership or other insured that will increase the proba-
bility of such a loss or liability may be considered a 
"moral hazard." 

(g) No nonrenewal or cancellation shall be valid unless 
the notice contains the standard or reason upon which the 
termination is premised and specifies in detail the factual 
basis upon which the insurer relies. 

(h) All notices of nonrenewal and cancellation, except 
those for nonpayment of premium, must contain a statement 
which shall be clearly and prominently set out in boldface 
type or other manner which draws the reader's attention 
advising the insured that the insured may file a written 
complaint about the cancellation of nonrenewal with the 
New Jersey Department of Insurance, Division of Enforce-
ment and Consumer Protection, CN 325, Trenton, New 
Jersey 08625. The statement also shall advise the insured to 
contact the Insurance Department immediately, in the event 
he or she wishes to file a complaint. 

(i) No nonrenewal or cancellation shall be valid unless 
notice thereof is sent; 

1. By certified mail; or 
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2. By first class mail, if at the time of mailing the 
insurer has obtained from the Post Office Department a 
date stamped proof of mailing showing the name and '~1 

address of the insured, and the insurer has retained a 
duplicate copy of the mailed notice. 

(j) For the purposes of this subchapter, if an insurer fails 
to send a notice of nonrenewal as required by this subchap-
ter or fails to issue and deliver a policy replacing at the end 
of the policy period a policy previously issued and delivered 
by the insurer, or fails to issue and deliver a certificate or 
notice extending the term of a policy beyond, its policy 
period or term, or fails to provide notice of renewal as 
specified at ( c) above, the insured shall be entitled to 
continue the expiring policy at the same terms and premium 
until such time as the insurer shall send appropriate notice 
of termination under this subchapter. Nothing in this sub-
chapter shall prohibit an insurer from replacing its policy 
with a policy issued by another insurer with which it is under 
common management and control, provided the insurer 
obtains its policyholder's consent to do so and maintains 
records of such actions. 

(k) An insurer shall not be required to provide notice of 
nonrenewal or cancellation as specified in this subchapter if 
the insured has replaced coverage elsewhere or has other-
wise specifically requested termination. The insurer must, 
however, maintain in its file properly documented proof that 
termination was made at the request of the insured. Where 
the termination request is submitted by the insured's autho-
rized representative, the insurer's file must contain docu-
mentation that the authorized representative has · been spe-
cifically authorized by the insured to convey the termination 
request to the insurer. 

(/ ) An insurer may in writing delegate to its appointed 
agent or to another person or legal entity the performance 
of any or all of the notice functions set forth in this section. 
However, delegation of these functions by the insurer to any 
person or entity shall not relieve the insurer of its responsi-
bilities hereunder. No notice, whether provided by the 
insurer directly or through a person or entity authorized to 
act on the insurer's behalf, shall be deemed effective unless 
provided in conformance with the requirements of this 
section. 

Administrative Correction to (i)2. 
See: 21 N.J.R. 3919(a). 
Amended by R.1987 d.114, effective February 17, 1987. 
See: 18 N.J.R. 2301(b), 19 N.J.R. 359(a). 
Amended by R.1996 d.116, effective March 4, 1996. 
See: 27 N.J.R. 4121(a), 28 N.J.R. 1382(a). 

Case Notes 

Addition of regulatory exclusion to directors and officers liability 
policy did not constitute constructive nonrenewal of policy and did not 
trigger association's right to purchase discovery period. American Cas. 
Co. of Reading, Pennsylvania v. Continisio, C.A.3 (N.J.)1994, 17 F.3d 
62. 
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Insurer could not claim indemnification against broker in failing to 
notify insured of lapse in coverage. Meric Trucking & Leasing Co. v. 
Philip Lehman Co., Ltd., 247 NJ.Super. 261, 588 A.2d 1285 (A.D. 

~; 1991). 

/ -

Thirty day notice requirement was satisfied by notice sent 89 days 
before expiration. Meric Trucking & Leasing Co. v. Philip Lehman 
Co., Ltd., 247 N.J.Super. 261,588 A.2d 1285 (A.D.1991). 

11:1-20.3 Policy provisions relating to cancellation or 
nonrenewal 

(a) All commercial insurance policy forms issued or re-
newed on or after January 6, 1987, and all homeowners' 
insurance policy forms issued on or after March 18, 1995 
must contain a provision setting forth the following state-
ment: 

Pursuant to New Jersey law, this policy cannot be can-
celled or nonrenewed for any underwriting reason or guide-
line which is arbitrary, capricious or unfairly discriminatory 
or without adequate prior notice to the insured. The 
underwriting reasons or guidelines that an insurer can use to 
cancel or nonrenew this policy are maintained by the insurer 
in writing and will be furnished to the insured and/or the 
insured's lawful representative upon written request. 

This provision shall not apply to any policy which has 
been in effect for less than 60 days at the time notice of 
cancellation is mailed or delivered, unless the policy is a 
renewal policy. 

1. The policy provision language set forth at (a) above 
is mandatory and, notwithstanding any other law to the 
contrary, need not be submitted to the Department for 
approval. 

Amended by R.1987 d.114, effective February 17, 1987. 
See: 18 N.J.R. 2301(b), 19 N.J.R. 359(a). 
Amended by R.1995 d.52, effective January 17, 1995. 
See: 26 N.J.R. 4303(a), 27 N.J.R. 363(a). 

11:1-20.4 Cancellation and nonrenewal underwriting 
guidelines 

(a) No insurer may cancel or nonrenew a policy based 
upon underwriting guidelines which are arbitrary, capricious 
or unfairly discriminatory. 

(b) The following guidelines are approved for use by 
insurers: 

1. Nonpayment of premium; 

2. Moral hazard, as defined at N.J.A.C. ll:1-20.2(f); 

3. Material misrepresentation or nondisclosure to the 
company of a material fact at the time of acceptance of 
the risk; 

4. Increased hazard or material change in the risk 
assumed which could not have been reasonably contem-
plated by the parties at the time of assumption of the risk; 
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5. Substantial breaches of contractual duties, condi-
tions or warranties that materially affect the nature and/or 
insurability of the risk; 

6. Lack of cooperation from the insured on loss con-
trol matters materially affecting insurability of the risk; 

7. Fraudulent acts against the company by the insured 
or its representatives that materially affect the nature of 

. the risk insured; 

8. Loss of or reduction in available insurance capacity. 
For the purposes of this paragraph, loss of or reduction in 
available insurance capacity shall exist if: 

i. An insurance department or court of competent 
jurisdiction has declared the insurer to be financially 
impaired or unsound, which shall include such actions 
as suspension, conservatorship, rehabilitation or liqui-
dation; or 

ii. Based upon information set forth in the insurer's 
annual statements, the insurer has experienced a signifi-
cant deterioration in its financial condition during the 
most recent annual statement period resulting in its 
designation by the National Association of Insurance 
Commissioners as being in need of "immediate atten-
tion", and the insurer's: 

(1) Ratio of net premium to surplus to policyhold-
ers has gone above four to one and its surplus to 
policyholders has fallen below 25 percent of net loss 
and loss expense reserves; or 

(2) Ratio of net premium to surplus to policyhold-
ers has increased to at least six to one; or 

(3) Ratio of net losses and loss reserves to surplus 
to policyholders has increased to at least six to one. 

9. Material increase in exposure arising out of changes 
in statutory or case law subsequent to the issuance of the 
insurance contract or any subsequent renewal thereof; 

10. Loss of or substantial changes in applicable rein-
surance. For the purposes of this paragraph, loss of or 
substantial changes in applicable reinsurance shall be 
deemed to exist if any of the following have occurred; 

i. Termination by the reinsurer of treaty or faculta-
tive reinsurance affecting the individual risk or line, 
class or subclass of insurance, as applicable, proposed 
for cancellation and/or nonrenewal; or 

ii. Substantial reductions in the amount of available 
reinsurance or other changes to such contracts which 
effectively prohibit the insurer from providing coverage 
at the same limits and terms as the existing policy; or 

iii. Changes in the financial condition of the rein-
surer which adversely affect its ability to honor its 
obligations. A change in the financial condition of the 
reinsurer shall be evidenced by an order issued by an 
insurance department or court of competent jurisdic-

Supp. 3-18-96 
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tion declaring the insurer to be financially impaired or 
unsound, which shall include such actions as suspen-
sion, conservatorship, rehabilitation or liquidation. 

11. Failure by the insured to comply with any Federal, 
State or local fire, health, safety, building or construction 
regulation, law or ordinance with respect to an insured 
risk which substantially increases any hazard insured 
against within 60 days of written notification of a violation 
of any such law, regulation or ordinance; 

12. Failure by the insured to provide reasonable and 
necessary underwriting information to the company upon 
written request therefor and a reasonable opportunity to 
respond; and 

13. Agency termination, provided: 

i. The insurer documents that replacement coverage 
at comparable rates and terms has been provided to the 
insured, and the insurer has informed the insured, in 
writing, of his or her right to continue coverage with 
the insurer; or 

ii. The insurer has informed the insured, in writing, 
of his or her right to continue coverage with the insurer 
and the insured has agreed, in writing, to the cancella-
tion or nonrenewal based upon the termination of his 
or her appointed agent. 

(c) Only the specific language of the underwriting guide-
lines as set forth in (b) above is deemed to be approved by 
the Commissioner for use in the cancellation and nonrenew-
al of policies which are subject to the provisions of this 
subchapter. 

( d) In addition to the approved guidelines set forth in (b) 
above, an insurer may use other guidelines for cancellation 
or nonrenewal provided such guidelines are not arbitrary, 
capricious or unfairly discriminatory. 

( e) Any underwriting guideline or standard premised on 
adverse loss experience shall be limited in application to 
nonrenewals only and shall specifically identify the type of 
loss experience which supports and justifies the nonrenewal 
action. 

(f) All underwriting guidelines or standards utilized by 
the insurer for the cancellation or nonrenewal of commer-
cial lines coverages which are subject to the provisions of 
this subchapter shall be maintained by the insurer in writing 
and shall indicate the effective date(s) thereof. An insurer's 
underwriting guidelines shall be made available to the De-
partment upon request. 

(g) Only those guidelines which are in effect at the 
inception date of the original policy or any subsequent 
renewal of that policy, as applicable, may be utilized by the 
insurer to cancel or nonrenew during that policy period. 

DEPT. OF INSURANCE 

(h) The requirement of (g) above shall not be construed 
to limit an insurer's ability to modify from time to time its 
underwriting guidelines; however the modified guidelines 
only may be applied to policies issued or renewed subse-
quent to the effective date of such modification. 

(i) If the Commissioner finds an underwriting guideline is 
being utilized by an insurer in an arbitrary, capricious or 
unfairly discriminatory manner, the Commissioner shall is-
sue a preliminary order prohibiting the use of such a 
guideline in the proscribed manner and shall require such 
insurer to rescind any notice of cancellation or nonrenewal 
based on such application of the underwriting guideline 
which has not yet become effective pending a hearing. 
Following the hearing, if the preliminary order is sustained, 
the Commissioner shall prohibit further application of the 
guideline in the manner found to be arbitrary, capricious or 
unfairly discriminatory, except that, if the insurer can dem-
onstrate to the Commissioner that it will be significantly 
prejudiced by the proscription, the Commissioner shall per-
mit the continued application of that guideline, with respect 
to policies written prior to the date of preliminary order 
during a reasonable run-off period to be specified by the 
Commissioner and not to exceed three years. If the prelim-
inary order is not sustained, coverage which has been ex-
tended pending the hearing may be cancelled by the insurer 
in accordance with the provisions of N.J.A.C. 11:1-20.2. 

G) In the event that the Commissioner shall issue a ~· 
preliminary order proscribing the manner in which an un-
derwriting guideline is being used by an insurer, pursuant to 
(i) above, the insurer may request an expedited hearing on 
the Commissioner's preliminary order. 

(k) With respect to retrospectively rated risks and multi-
state location risks, insurers shall maintain records of those 
policies which are either cancelled or nonrenewed and the 
reasons upon which such termination was based. 

(/) Nothing in this section shall prohibit an insurer from 
cancelling a policy or coverage which has been in effect for 
less than 60 days at the time notice of cancellation is mailed 
or delivered. Except as may be otherwise provided by 
statute, such cancellations shall be subject to the remaining 
provisions of this subchapter. 

Amended by R.1987 d.114, effective February 17, 1987. 
See: 18 N.J.R. 2301(b), 19 N.J.R. 359(a). 

Law Review and Journal Commentaries 

Insurance. P.R. Chenoweth, 138 N.J.L.J. No. 14, 56 (1994). 

Case Notes 

Attorney fees were not permitted in physician's suit challenging ~) 
medical malpractice policy. Giri v. Medical Inter-Insurance Exchange 
of New Jersey, 251 N.J.Super. 148,597 A.2d 561 (A.D.1991). 
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