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STATE OF NEW JERSEY
 

By "\.::;semblyillen ~L .\.DCBATO, (}.\Ltu~ I-C\.RCHEH, DE;VEJ;UN, 

S..\DUBATO, LOVEYS, LA ROCCA, OTLO\VSKI, (.'l'PROW

SKI, THO}rpSO~, _lssemblYlY0.I11an ;.L\ R\r~, .\.}semblymen 

V.-\I)HERI, BRo-W~. f'LY~~. :\r ARSEl.L\. G(lR:\U.. ~, 

DORL\.. CH_~RLbS. ~L':..'::H~H.L '.~rn(;EXTI, PELLECCHL\ c,nd 

SCHWARTZ 

AN .\.CT concerning the Ulsolvency of Cel't'llll :-inrplus lines insurers, 

creating aNew Jersey Surplus Lines Insunwcc GLwranty Fund, 

,ullending P. L. 19i4, c. 17 and supplementing :::odions () through 

:31, of P. L. 1960, c. 32 (C. 17 :2:2-(jAO through 17 ::2~-6.65). 

BE IT RNACTRD b!J thp Senate l//(LGpneral Assembly of the State 

2 of Sew Jersey: 

1	 1. (~ew section) This ad ",hall hl~ known and may be cited as 

the ., ~ew Jersey Surplus Lines Ill.::' Ur,l!L~\~ r;lwr:mty Fund Act." 

1 2. rXew seetion) The purpose of this :lJ:.:t :s to provide a mecha

:2 ui"'m for the nL!.vment of c9vered cluims under certain insurance 
L • 

3 policies Issued by i.·li.gible surplus lines insurers: to avoid excessive 

4- I~days in the paYplent of the covered z'bims a~ainst insolvent 

-) eligihle nonadmitted insurers: and to~l\'ntd tlnancial loss to 

i) cluimanb or pollcyholden because of Hll' lIlsoln'ncyof an eligible 

nonudmitted insurer. 

'3 Tili", act ~hall apply to all -lines of (l>l~ct msmance anthorized 

under R. S. 17 :17-1, except ',vorkers' ,~o;;rr,15:1tion msurance, 

1n title in::,arance, surety bonds. credit ~cl"l~r~ll~f'. TYlOrt,,:lge guaranty 

; 1 :!1-nnnce. municipal bond eovera2;e. lL1elih' in.onrance. investment 

1:2 retn fillS surauce, and Ocean lll:lriuf: : ,1:,", ;'8 :~ce. T1ris act shall also 

:watter printed in ilaJi<:a :1",.$ i8 new m:all"r. 



l 

-1: c. 17 (C. i7 :301\.-1 et'seq.).
 

;j b." Covered claim" means an nnnairl ('laim, including for
 

ij uIlP:ll'TIPcl ',)l'('miums, which arises ont or ~1I,1 i" 'xithill the CO\'erag~,
 

and not in e:~l'c"s of the ~lpplil'able limit" "r'm 111S,ll'a11':P [Jolicy to 

,q which tbis act applies, and which is is~ne,l by a member ins 1uer 

o determined to be ali insolvpnt. iTl'=:lll'lH" /On 'ltt"" tho "ffective dateIW 

10 of this act. if (1) the claimant or policyholder is a resident of this 

11 State at the time of the occurreuee of tht' ;n,nre,l event for wlJich 
• IS a claim has 1?een made, or 'f:2) th~ property r'ro:n \\-h~c.h the claim 

1:3 arises is [)ermanently located in this' State. "CO\-ererl. claim" ~hall 

1-1- not inClude any amount due ,any reil:"urer. :n:,unmce pool or 

15 llllderwriting association,as sllbrogation ~ecoveries OF otherwise. 

111 eX(,0pt that a rolainl for any "n,.. h :m}();mt.l~ "'1"pIl '\2,'uin",t a person 

17 lns1\rl~d ,11111.'1' :1 polic)' issued by :1 'il!!"!:'!'!' i!l"n:'cr which ha3 

1,'l. become an ins?lvent insurer, wbich, if. it we!'~_ not a dairn by or

tD for the benerlt of a reinsurer, insurer, jl\~urauce pool. or nnder, 

:W writing association, would he a ,. covered elaim," may be filed 

:21 directly with the receiver of the insolVl'nt in,urer, but in no event 

22 may any :,;uch claim be asserted in any legal action i1!Sainst the 

:23 insured of that insolvent insurer.. , Co\'pl'ld l'laim" shall also not 

24 include amounts for interest on unliquidaterl elaims, punitive 

2;') rlamages unless covered b-y the policy, counsel ['ec" tor prosecuting 

26 '1uits for claims against the fund. and (lo,.o;eS"lll"nts or char~es for 

'27 failure by an insolvent insurer to have exppditiously settled clamis. 

27 failure by an insolvent insurer to have expeditiously settled claims, 

'27A c." Fund" meDns the ~ ew .Jersey Surplus Lines Insurance 

27B Guaranty Fund created pursuant to section 4 of this ad. 

28 d." Insolvent insurer" means an insurer which was an eligible 

29 surplus lines insurer at the time the insl1rance policy was issued 

;jO or when the insured event occnrred, and which is rletermined to be 

31 insolvent by a court of competent jurisdidion.. , Insolyent insurer " 

:3:2 clop:'] not include an admitted insurer issuing in-;urance Dnrsuant to 

:3:1 section 10 of P. L. 1060, c. 32 (C. 17 ::22-6.-1:-1-1. 

:3-1: e," \fember insurer." means illl eligible nonadmitted or surplus 

:;;) lines insurer refluired to be a member uf. and that is subject to 

:36 a~:sessments b:v the fund. 

:37 r.' 10 ~~ et :.lirect 1~vritten prelninllls' ~ illeans direct :rross premiums 

28 on insurance policies written by a surplus lines insurer to which 

J~) i hi:'3 act ~lp~)iil.~3. less return pre~iLlm:: tb~l"~Oll :md dividends paid 

40 .H credited to policyholders 'm that direct business. If 3. poiicy 



I;,' ,l--:-:' 

.}+ subject to the premium 'receipfs tax lc",'ic"(! in accordance with 

45 :section 2;) of p, L. 1960, c. 32 (C, 17 :22-fi,:i!1) ... ~ et direct written 

t'
 
+7 or 1'e lll.'mre 1's.
 

4~ g, "Snrpius.Unes insurer" means ~l llon:l:l!uitterl insurer ap


49 proven as an eligible nonadmitted or;ll1a'itlli~";7Pd ~1°'-urer pursuant
 

,JO 'to section 11 of P. L. 1960, e. :3~ i C. 1r ::'!:.!-fi'-!.)). 
1 -1-. (~~ew sectinn) There i:-: cl'l'ntecl a ~'i'i 'att' nonprofit unm"or

.J !Jorated le'2,'al entity tf) be known as :;('\·:-.rPl',;e~- Surplus Lines 

::3 In"urance Guaranty B'uncl. All surplus h,e,.; ino.,!ll'pl's ;::hall be an(1 

-t ['emain member insurers of the 1'und il' '.t (,nwlit>Hl (It ,tlleir con

./ tlnned pli~ihility.pursuant to "edion-11 'J" (). L. l!1fiO,c. 32

t'liglhilih' i ..;.;ned on ,il' aft,or "he "1f,'d;\',' :li" ,if rhis Hei. Tl1e fund 

'" ~ lial) be ,nana~ ell and ;tdministcrell hy ~L' l' ,r(',,' .Je rsey Property

:J Liahility Insurance Guaranty ,\""o('iatiniL 'fl.C' ~l~sot';ation shall 

10 '.'xer{l:,E' all of th-e powers vestNl in the :':.''!ld ,tmler this a~t, and 

11 "neb other powers as--may he necessary or allpropl'iate to the 

12 fulfilling of its r,o~ponsihilities nn<1,'[· tili", act. The ;lssociation shall 

1:3 administer t1e affairs of the fund in accorcbnce with its plan of 

1-4, operation adopted pursuant to o'Op.ction :I of P. L. 197+, c. 17 

1.) (C. 11 :;)OA-~J) insofar as the prov~sions 1)1' that' plan are not 

US inconsi:'tellt with the provisions of this ;,et, etnil subject to any 

11- amendments to the plan as may be n('('("",1fy or appropriate to 

1:-1 effectuate tile purposes of tbis act. 

,-J.	 (2\ C\\~ section) a. The fund shall: 
.J (1) he obii~!;atccl to the extent of the ,:on:-r'('l[ claims against an 

insolveilt insur~r-i.nc~rredprior to or 2:0 days after the determina

tion of insolvency, or ~efore the policy expiration elate, if less than 

.J	 ~m llayS after tbat determination. or lwfore the policyholder re

places the policy or' causes its cancellation, if he does so within 30 

days or' tlH> determination. The fnnd's obilg::tiul1 tor covered claims 

sL.lll not be.!,'r'~ater than $300.000.00 lil'1' ouurrence, ~nbject to any 

:l	 ;qJpEeabie de\luctible contained in tbe policy. The commissioner 

lllay adjust the payments for l:o\-ered cLtims LLl~ed on the monies 

Clvailable in the tUllO. In no event :'iuail tL;e fund be pbEc;'nted to a 

pollcd!oldel' ')1' dnimant in exce"s ')1' tbe limit,;; of EaGiEty of the 

13 imol':ent inSnrEI' stateJ in tile policy from xhieh the claim arises: 

1:'1 "(,,,-p!,pd ",aims :md to :'iuch 8:ttPnt sball h:1,r all right;;, dnties, and 
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16 obligations of the insolvent insure r n~ if tl rp insl' rc r had not become 

17 insolvent; 

18 1;1) :ls:::ess member insurers ill accorr!,cncr· with sf'etion 6 of this 

19 net in amounts necessary to pay: 

:!O (a) o1;>ligatibns of the fund undel" paragraph (1) of this 
.11 

(b) expenses of handling- covered claim~, 

(c) any other expenses incnrl'erl ID t1'e implementRtion of 

24 the provisions of this act; 

(4) investigate claims brought again..:t th(! fund' and adjust, 

:26 compromise, settle. and pay covered claim", to the extent of thl' 

n . fund's obligation ~nd deny all -other ,>laims, ~H1d m.'l.'- review 

2S ~ettlemeftts, releases and judgment:- to whi0b the in:,;()blf~nt insllrer 

:28 or its policyholders were parties to determille the extent to which 

;30 the settlements, releases and jud~ents may be properly contested: 

:U_ (5) notify those persons as the I'0ll1ll\1~S\()ner \Erects under 

:-32 section 8 of this act. 

:i3 (I)) handle claims through the association '8 pmptoyees: and 

:3-1 (7) pay the other expenses of the ~\",:~oL'i<ltion in administering 

35 the provisions of this act. 

00 b, The fund may: 

:37 (1) sue or be sued; 

::8 (2) negotiate and become a party to tbose (~OlltrL,ctH which are 

;,;9 necessary to carry out the purpose of this ad: 

-!-O (3) perform those other acts which al't~ ~le('e""an or appropriate 

-n to effectuate the purpose of this act: and 

42 (4) refund to the member insurers in proportion to the contribu

-l-:J tion of each member insurer that amOIlIJt which the -commissioner 

-l4 (letel'mines t.Q be in excess of the needs of t hI' fund, 

1 6. (Xew section) a. In order to pro\-irle til'> monie~ necessary to 

2 meet the fund's obligations and expen...:es under this aet: 

.3 (1) each member insurer includin!S a ,.;uq·lus line in"urer made 

-4, eli~ible on or after the effective datE' n;' rbi,.- act.;;hal1 make an 

.) initial one t-ime payment of ~25,OOO,Gp to be made to the fund 

within 60 days of the effective (late of [hi,.; act; and 

(:2) each member insurer shall be a.-:se,;...:ud in any year in which 

asseS:3ments are required, in the proportioH that the net direct 

:1 wTitten premiums of the member insur('l' ror the calt·ndar :;-ear 

iO pt'ect'dinz the assessment bear to tile !let (iir,'('( written premiuUls 

11 of all member insurers for that calendL1r year. T!lP amount of the 

3.ssessment shall be determined by the ,>()mmi:~sionel' in accordance 

\\'ith the ,)bligo.tions and pxpenses of the hll(l,~,=cep( that the 
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tI remitted to the fun(} for the tull ,<""(11' ,,\' "k!l lIlem!H'l' Insurer 

1~ within 60 days of the effecti,z'e date 01' t'l;, ;iCt, ) ":,e":;;;I,'pnh: ,,0,.1 

11\ ., t-"H~ll,lllt to tbis paragraph'shall Hut ill an:: ,I'('ar 1':\:(:('(';1 4% of a 

:20 memher in:"urer's net direct \\Tittel} D,'p,n;:;!!,:, t'n, ttlP ealendar 

:21 yE':ll' preceding -the asses,.;ment. ,\It,'l' Dp('(ombi.'l' :a, 1984, one 

22 c[1wl'ter of the annual assesstrH'nt ..;hnll h;-. l'r'j'Y11tterl n:' each member 

:2:3 insurer to the fund nHy threp mont]I":, ,J" ',rp..:,'ri1wd b:-' the com

:24 tnission0r. Ench nwmher insurershnlllw ]]oti;],·11 Of the a,;se:'i'ment 

:2;) 

:2 i i 
,, tutod D" the commi;;;sioner. as he may I ;\,p:n np,'p:';;:ar:~ to mept the 

28 current and projected obli.gation;.; ,mel l'XT)r'llc p :-; of the fund, 

:2~J 0, Ttle f1TI1d -may, from time-to-tim!'. hOlTO\''- monies, from the 

:30 ~ew .Jersey Property-Liability rnsunlJl('p f}Jwranty _l.ssociation 

:31 to pay the fund's obligations and ('xpPW{'s 11111.,,1' this ;lct which 
'y.) 
u_ are in pxcess of the monies available td the fund thereior, The 
.)ll
.J.) aggregate amount owed by the fund to the as:,ocinJion shall at no 

;)4: time exceed $10,000,000,00, exclusive of intprl,,,t ('harges, Monies. 

:3;) harrowed unde r this subsection ,.;hall lw ['aid hack to the association 

3D in accordance with a payment 5chedule :lpp";1: i,d by the commis

'>/ SIOner...A,n interest charge of D% per :l1lJllll:1..:jlUll 1,~vieJ on all 

:--~~~ mOllles borroweJ under this ;;ubsection. 

1 I, (~ewsect.ion) The commissioner ,~la:;, afte:- notice, suspend 
.; the eligibility of a member ~nsure~[' that filil;;: to P'IY an asses3'ment 
, J 
,} under -section fj of this act when due. rll' clIlY interest accruing 

4 lhereon, l)f fails to comply with the ;'UUL:a';l·' prn\'lsions o! the 

,J IJlan of oy;erations, The commissioner m;:\', :tJrel' notlce and hearing 

I',) in accol'danee with the" _\.tltllinistratiYe Fi'UC," ~ure _l.ct.'· p, L. 1~,)f)8. 

e,410 (C, ,)2 :l4:B-l et ,;eq.), \yithdra\\' th:' I·!i~i('djty· ,)f that insurer. 

,~ 1.Uterest "hall :)e ,'barged on the ";lirli·;ll1t .,t- IlD1I:lld as,-p"brnent 

, . '5u~)jcet to tlw pnJ\'isions of thi::; "eeL')l)' ';':;(' ;n~d'e"t ,'harge shall 

lu be <it tlle I'lurent market rate of interc"t, :l.c]iic:' ;,11 index 01' indexes 

11 to he :selected by the conuni,,"ioner. :\;), ~ ..:'\: li he [):lyahie at ~he 

U time tlle unpaiJ ,tssessmpnt i" 1m1,l t:) Th, ',;nc[. 

1:; r::li~ibility of Ll. "urplu.~ line" lll:,u:,,'r . !I:dl 'lot be i i,.,toreJ ')1' 
1
L+ 

1
l,
-
J to the fund.
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,J ,IL:,pLtint :--peking an order of liqll;(LLio!l witll a filHling of i.n:"ol

~ I 

ill 

I,. (;rdpr tlw terminatioll of all ;n force !)'1lic;e'; of an insolvent 

m"Ul'c'r Irlthin 30 tlavs of tbp ,[;lte-nt" d"t'j"ll1:natiol\ of t!l(' insol

1.± 

". Hpon n'qup~t. pl'oville till' I\lud with a statement of thp net 

clired Wl'ltkll premiullls of l',u:h illel!lbpr insurer: and 

d. order sHl'plns linc'" ag'puts to notify, within th'e days of th,> 

datl~ of the order, tIlt' p'llieyhohlns of the insoln·nt insurer and 

,lily otl1,'[' int('r'~',.;t(·cl parti,'s or tlw determination of ins'olvenc:-' anLl 

18 ,'01' notincation hy lllail is not ,n-ailable.. notice by publication l-U a 

lH:W.,,;pHfwr of g"'lleraJ circulati.on shall be sufficient, 

1 ~.l. (:\ew :--eetian) a. ~\ny lwrson recovel'lng under this act shall 

be dpPlllecl to 11aye a:-:signi:c] his rights under the policy from wIlie-It 

'J ,lw (laim nrn,'(' to tlle hmd to the t'xtellt of his reco\'ery from the.J 

tuad, Ev\'ry policyholder Ol' claimant seek'ing the protection of 

.) ,hi:::; act :;;lmll cooperate Wltl! the fund to the same extent as that 

I'
II per,.:on would lUl\'e bi~i'n l(~quired to cooperate with the insolyent 

Insurer. Till; t'nnd :::l1all bavl~ no cau~e of action against the 

ptdll'yllOlder of tlJe insol\'ent insurer for any sums it has paid out, 

l~xcept for tho:::;e CaLl:'i'~S of action ,1:3 tbe insolvent immrer would 

iu Lay!.' had If :lH' ~llIll::: had bepn patlt by the insolvi;Ilt insurI>l'. In 

11 ti:e C..'lSP of an :n:-'llh'enr illSlll'rrOpel'ating on a plan with an .ass!>ss· 

luent liability, paynlt'nts of claims b~- the fund "hall not operate to 
1 oJ ['('(ll:CQ ,ite liability'ClI policyholders to tlw !"'('eiVi'l', liquidator, orL') 

1.) b. The l"'l'ei,'pr, iitll11lbtor, or statutory -<l1l'('e5501' of an insolvent 

16 insurer shall bE' bound h:,ospttlements of ('o\'I'r8d claim:::; h~' the fund 

or its r.,preseDta1'l\!·~, Th' dnlrt hnvlng juri"cliction shall grant tlll~ 

lb coyered cbims paid by the t'und priority, agai.nst the assets of the 

insol\-ent insu1'el', over any claims against the assets of the insolyent 

in"'llf"f by ·:laimants h:1\'ing" r(,cl~ived any payn:ent from the fund 

:21 "or the CO':<:ri!U cL1Lm". [I) 'be extent of tlH~ amount of the payments 

illOlde hy the fund, The ,'xpen:::t}S OI the tnnd ill handling daiIns 
.).) 
.... ·1 ,.;11<111 \:)1' :ll~ei)rdi'd the -<,Urli; prll)rity :16 the liqmetator'" "~qH'n:3eS, 

,~, TlJ.e rund ~imll p'~L'lodicaHy rile with the r<~ceiver or liquidator 

:,:,) 1)1" the inso!\-"nt lrl:-'\1!'Pl' ~tatCl1lents I)f rLlt~ ':ovf'n~d. daims paid by 

.26 the t'llnJ and 2stiniat,." ,It' :l:lticipatc'tt dalllls on the rund which shall 



~. 

'.	 .... ~ \ l .... I r ' 

30 insurer ~o\-e-red by this act shall permit 'lee!:'s;;; hy the fund 'n" 

31 represpntati,"e to 211 of tllt' insolvent in:iurpl"" reeorr1s whieh '.\" 

32 assist thp hnd ;n \'~Hr:'i11'.?' '11t ',..; ~'1nd;n~L' ';;l\l"I' 'iii-;~"t 

:3+ st<ltuto~'y suece:;sor -;11<111 ~):i)y;lll:' till' i'11I1ffl![' Its r"'p1'I',;,>nht"" 

35 with copies. or pennit.l·opip-" tn k' marll' cd' tl:<·, in",ol\'-i'nt 111:"'11' ' 

Jo records upon rl~qucst. and at tl~i' 1':~I)t'n"e of til.' [un/l. 

1 10. I );ew.::edi,)!!' "\n~' l"!'~"n "'\';1\,,( :, ,,,)\-(n"d ,'1:Ii t r!;~)t ;': 

be I'pcoven'd from ilio)'e tLnn ')1l!' :';;;.;ur,.lnC'cg'u"l ~';ll1ty a~sociaT' 

3 or its l~quivalpnt, ,-hall -','e];: "PCo\"pr,' ':r<t ["'om the ns",cl"iat.ioI! 

-l: the place of f('sidpllj'(' ur tlI,' !lOl!':f;,ddn' ;:t ·i l" ti,n\' of thp [n-;1F 

event, except tbat if it is a nr"t 11:11'tybirn to}' (hmagi"fn ll["l)!,W"~ 

9 from anv oth",' insur:!Tl'" ~'l':1r;lt2t'; ;:,-sneiat;I)H: t~xeppt that. 

10 recovery is deni(>d OT' d;'rl"rrrd hy that :lsstwiation, --Cl pl'!'son rt'i~ ,

11 proceed to rel'O\'er fl'om any nthp,' in"lIrane p g'lWl'an ty associati1i!:. 

12 from which !"'CoH'ry ma.~; lH' JC'2,'Llll:v,oll~ht. 

1 n. (Xpw s!'('honi fll t]\(, ,'vent th, (~Olnmissi()ner has .sllffif')"D1 

2	 ba:-:is to helipvP tklt the nnan"ial l:ondition of a lllemher insurer ;.; 

hazardous to t)1I' polil'yhoillpl's ill' tl1P nublie. tllt, "()nl!nis~ionp~ 

shan request thl' approTlrint., l"'!Sl1h r"J'" H11thority of th,' (lomiei

.) liary ju risdietion ot that 'l! pm \W1' ins 11 ('1'1' to ,'xami ne and repor 

back to the \,omJ1ll-;si01Wr on t)]P fmanl':;1[ condition of thp memho,.. 
... 
I insurer. 

1 12. (New SPI:tlOll) Tlw hlld -kl!l hi' ~nh~pet to pxaminntion and 

regulation by the "otllmi-'sionl'T', T1,1' ;l.~so('i;'ftion,f)n hehaJf of thi' 

,) fund, shall sllbmit not !atl'!' th:m ',[:11','h :n of ea\'h ~1'aT·. c1 financ;al 

-l: report for tbe [Jp,,'('diw.?,' ':<1I'11l1:l1' "1':.11' in :1 for"l :lnproY"rl bv tl .. 

.) COlllIDlS"loner. 

1 

2 
.) 

'J 

-! '01' r>mployp',s, or t!l.' 't)' ,!r\:,',-i",nr'J' )1' I,!" :"'j)i'C'''''llL,tl\ ";'; ['or :WI' 

;) action taken by ~ht';n in tllp I)' :'iO{)l'tni\n"p .-!~_. t!lt1il' ~·)il\Y(lr:;: ilnc! (~uti·· ... 

I-) under this ad. 



I) in:iolvent. A member insurer or an -ngont or broker ma~- ad"el'tise 

, that policy conrages offel'i'd by a member insurer and subject to 

C; the prw;isiGns of thi" wt :m" l1l"ni""h'd hy the: ~ew .Tersey Surplus 

9 Lini's In:3urunce Uuuran~" ?uIld~hlillld lhe ,urplus lin",; ;nS~.ll·i~r 

10 become baIL.1{rupt or insolvent. 

1 15. Sedion 6 of P. L. 1974, c. 17 (C. 17 :30A-6) 15 amended t,)
 

2 read as follows:
 

;1 6. There IS ::r(~atpd U !)l·lvLl.te nonprotit Unil)eol'lJorated It-:~::d
 

4: entity to be knO\'ll :lS the \~ew ,Jpr"r'y Propel·ty-Liability [nsul"ln,'" 

:) . Guaranty .-\ssoeiation. An insnrers (kDIl:~d a" member in:;:ai'pr~ 

6 in sedion 5 f. shall b,: and l'i'm::lin lllembers of the ussociation a,: 

a condition of their ~nthol'it:.· to tran~a.ct insuralJee in this State. 

'3 The ussoeiation"hall rH'['~,)rm it,~ tunction,: Hilder a plan or openl

9 tion establi3ued and 'ipp!'on::t1 1.1Il(1C'r~lc'dion \) .mJ sball '~Xl,rt'i:'(· 

ll) its powers through a hO'Fd l)f din'i'tof:) e~tab1ished under "cdion ~. 

11 The associat'ion;s 'liS!) ,:utlwn:::nlliltl shull JUlI.'V all (Jf the fJl}lt""'~ 

12 necessary and appro/?riid,' tor the f'lIlnuqemOtt '.wd ilri,ninistrutil)JI 

13 of the affairs of the Sew ./,'r.;ey Surplus Lines lniiu(r/nu' Guarantlj 

14 Fwnd in accordance With the pru!·i"ions 0/ fILe .. ;Veu) JerSI'I! S'lr

15 pius Lines Insurance (iuamnty Fund Act." P. L.. c. 

16 (C. ) (now pending he/alp the Leqislliturl' lIS thi.-; 

17 bill). 

1	 16. 'fbis act shall take "ff0<'t immediately.
 

---_._---

'The pl1l'pose of this bill is to d/>ai with the imminent declaration 

of insolvency of the Ambassador Tusu ranee Company, as reCOlll

mended by the Commission",!' of Banking and Insnrance of the Statp 

of Vennont. . 

Althongh domicil(~d in '\lermont. the .\mbassador (nsurance 

Company. prior to it." pliln'llil:nt tn reel'i\-er;hip on :\ovember 10. 
I 

IDS:) by Vermont's I.';"ii f nissiont'r O[ Banking and Insurance, wrnte 

ilpproximately :25'.; l)f its property :Lnd L'usualty book of bnsine8~ 

in Xew .JerEey us a~nrpL;." lint'Ci ;:arri'2r. Follo\\<-i.ng plaeement of 

the ~\.Illbassador In:::uralll'f' Company til recein~l'ship. it has been 

determined that. to date, t:1Cre are :~.1.J,-t lmtstanding <:laims in

':olving' Xew Jersey policyholders or duimants. The dollar amount 

,)t these daiUls h,l 'e t'eon ,estimated to 08 bet'ween :HO million and 

:312 :11i11ion. T:'e !Juli,~,fli)ideI's lll\.-oh-·~d run the gamnt trom indivi

,.lual hon:eo\vners, to SlnaU retail "srablt3!lments to several hundred 

,?,()v,~rnmental ·~nt~1i(>o:. ~ncinding ;llUuicipal police -lepartments. 

housing illlthoririp, ,mel ;rnpr')i'ement authorities, 
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(j insolvent. A member insurer or an agent or broker ma:' advertise 

7 that policy coverages offen~d by a member insurer and subject to 

8 the provisions of this act are protectf'c1 by the New .Jersey Surplus 

9 Lines Insurance Guaranty Fund should the surplus lines insurer 

10 become bankrupt 01' insolvent. 

1 15. Section 6 of P. L. 1974, c. 17 (C. 17 :30A-6) 1S amended to 

2 read as follows: 

3 6. There is ('rea ted a private nonprofit llnineorporated legal 

4 entity to be known as the Xew ,Tcrf'!'Y Property-Liability Insurancn 

5 Guaranty Association. All insurel'R defined ;1" member insurers 

6 in section 5 f. shall be and r~>maln memberR of the association as 

7 a condition of their authorit:- to transact insurance in this Stntr~. 

8 The association shallllerform its fundions under a plan of opcra

9 tion established and approved under section 9 and shall cxorcise 

10 its powers through a hou"d of din~ctors established under section 7. 

11 The association is also authorized and sholl hlTv(; all of the p0/l'ers 

12 necessary and appropriate for the 1IIafil1.QpJf/Cnt ond administratioJl 

13 of the aD.'ai'rs of the New Jersey Surplus Lines lnsumncc Guarant!! 

14 Fund in accordance with the provisions of the" Neu) Jersey SlIr

15 plus Li11,es Insut-ance Guumnty Fund Act," P. L. , (;, 

16 (C. ) (now pending before the Legislaturl' as this 

17 bill). 

1 16. 'rhis act ;-.;hall take effect inm18diately. 

Sr°(j)Ns~rr.J61 S'rA'L'l£M}1~N'r 

The purpose of this bill is to deal with tho imminent declaration 

of insolvency of the J~mhassador Insuranee Company, as recom

mended by the Commissioner of Banking- and Insurance of the Statp 

of Vermont. 

Although domiciled m Vermont, the A.moassador Insurance 

Company, prior to its pln(!e1ll8nt in recei.vership on November 10, 

1983 by Vermont's COIU missioner of Banking and Insurance, wrote 

approximately 25o/c of its property and casualty book of business 

in New Jersey as a surplll~ lines canier. Following placement of 

the Ambassador Insurance Company in receivership, it has been 

determined that, to date, there are ~;,H4 outstanding claims in

volving New .Jersey policyholders or claimants. The dollar amount 

of these claims have been estimated to be between $10 million and 

$12 million. The policyholders involved run the gamut from indivi

dual homeowners, to small retail establishments to several hundred 

governmental entities, including municipal police departments, 

housing authorities and improvement authorities. 

flJ273(tCf 8 Yl 
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Based on the report of Vermont's Commissioner of Banking and 

Insurance to the Vermont court, it is clear that the total value of the 

claims outstanding against Ambassador Insurance Company are 

substantially in excess of the assets of that company. It is this 

fact that has prompted Vermont to seek a declaration of insolvency 

against Ambassador. Ambassador's insolvency would of course 

jeopardize the chances of substantial re~overy of the claim amounts 

of New Jersey claimants, as well as, in the case of liability claims, 

materially injure Ambassador's New Jersey policyholders. 

The bill is patterned after the" Xew Jersey Property-Liability 

Insurance Guaranty Association Act," and is designed to give to 

New Jersey claimants and insureds under certain property and 

casualty policies issued by Ambassador and, if needed, other eligible 

surplus lines insurers, the same protections afforded insureds and 

claimants of admitted property and liability insurers. 

This bill requires all eligible nonadmitted ( surplus lines) in

surers, present and future, to be members of the New Jersey 

Surplus Lines Insurance Guaranty Fund, and to be subject to fund 

levies. Initial levies by the fund are as follows. Each member 

insurer shall be subject to : 

(1) an immediate one-time $25,000 levy; and 

(2) a first year (1984) assessment of 4% of a member insurers 

net direct written premiums for the calendar year preceding the 

assessment, which amount shall be paid in full within 60 days of 

the enactment of this bill. Assessments thereafter shall be paid on 

a quarterly basis and may be adjusted by the Commissioner of 

Insurance in accordance with the needs of the fund. 

In addition, the fund is authorized to borrow $10 million im

mediately from the New Jersey Property-Liability Insurance 

Guaranty Association for the purpose of meeting its start-up costs. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMNIITTEE
 

STATEMENT TO 

ASSEMBL Y, No. 2273 

STATE OF NEW JERSEY
 

])ATED: JlTNlj~ 28, 1~)84 

This bill creates the Xow Jersey Surplus Lines rm;u]'allc\~ Guaranty 

Fund to provide some protection to policyholdpl'''; of plig'ihle Hlrpln-; 

lines insurers which become insolvent. 'rhe 11ill applies to liTI(~s of ni]'(~ct 

insurance, with certaill exceptions. 

All eligible surplus lines insurers with whom Xow .rersey insurancE~ 

business is placed will he member insurers of the fund and 'will Tllab~ all 

initial one time payment of $25,000.00 l'acl] ann he a";;~('ssGd in any year it! 

which assessments are required on the member insul'l'J"s net dil'(~et 

written premiullls in the State for the calendar year preceni 11g' Hw 

assessment. The assessment for the first year will be 4% aIld thereafter 

the assessment will he determined each ~vear Imt it can't E'xceed 4'9"0. 'P]w 

bill also allows the fund to borrow up to $10,000,000.00 from the Ne,\' 

Jersey Property-Liability InsuraJlcP Guaranty Association which 

administers the guaranty fund which protects property and liability 

policyholders of domestic or licensed insurers which become insolvent. 

Any loan will be paid back by the fund in accordance with a payment 

schedule approved by the commissioner. The interest charge is 6% per 

annum. 

A covered claim under the bill is an unpaid claim, including unearned 

premiums, which arises out of and is within the coverage of a policy 

issued by an eligihle surplus lines insurer who becomes insolvent on or 

after the effective date of this bill if the claimant or policyholder is a 

resident of this State at the time of the occurrence of the insured event 

for which a claim has been made, or the property from which the claim 

arises is permanently located in this State. 

The funds obligation for covered claims is limited to $300,000.00 per 

incident, subject to any deductible contained in the policy. The Com

missioner of Insurance may adjust the payments for covered claims 

based on the moneys available in the fund. The fund, of course, will 

subrogate the rights of the protected claimant or policyholder to the 

extent of his recovery from the fund. 
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·OFFICE OF THE GOVERNOR
 
NEWS RELEASE
 

CN-001 TRENTON, N.J. 08625 
Contact: CARL GOLDEN Release: FRIDAY, JULY 27. 1984 

609-292-8956 

Governor Thomas H. Kean to~ay signed. legislation to ai~ some 3,000 

persons in N,:w Jersey in collecting $12 million in claims owed to them by the 

Ambassador Insurance Company of Vermont, a firm in danger of being 

declared insolvent. 

The bill, A-2733, was sponsored by Assemblyman Michael Adubato, 

D-Essex. 

Under the bill, policyholders could receive up to $300,000 for any 

outstanding claim, less any deductible in the policy. The company insured 

approximately 40 police departments, 80 municipalities and several thousand 

individuals in New Jersey. 

The bill will raise about $1.5 million by having each of the 60 surplus 

line companies doing business in New Jersey pay $25,000 per year into a 

special fund. It would also permit these companies to increase rates by 

4 percent per year to produce another $2.4 million. The remainder of the 

fund would come from borrowing $10 million from.. the existing property 
.~. 

casualty guaranty fund which currently has a surplus of some $35 million. 

All the money raised from these sources will be used to pay claims to 

New Jerseyans who hold policies with the Ambassador flrm. 

# ..# # #. 
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STATE OF VERMONT DIVISIONS OF: 

DEPARTMENT OF BANKING AND INSURANCE BANKING 

MONTPELIER 05602 INSURANCE 

TEL. 802-828-3301 SECURITIES 

IMPORTANT August 15, 1980 

TO: All Surplus Lines Brokers 

ELIGIBILITY LIST (Title 8 V.S.A. Section 5026) 

Enclosed is the list of current Eligible Surplus Lines Companies. 

All surplus lines insurers were notified of the new license fee 
of $100 due August 1, 1980. Insurers who have not submitted the 
fee are no longer considered eligible and have been deleted 
from the list. 

In addition to the initial fee, an annual license fee of $100 is 
due and payable before April first of each year. Failure to pay 
the annual fee, when due, will also mean automatic removal from 
the eligible surplus lines list. 

Surplus lines brokers may not use any insurer who is not deemed 
eligible by the Commissioner of Banking and Insurance. 

BROKER'S REPORTS (Title 8 V.S.A. Section 5024) 

On or before the end of each month next following each calendar 
quarter, each surplus lines broker shall file with the Commissioner, 
on forms prescribed by him, a verified report of all surplus 
lines insurance transacted during the preceding calendar quarter. 

~he quarterly reports are due in this office on or before April 
30, July 31, October 31, and January 31 of each year, and must 
be filed even if no business was written. 

Failure to file reports on time will be subject to a penalty of 
$10 per day for each day the report is late up to a maximum 
penalty of $500 for the first offense. The second offense will 
result in a penalty of $25 per day up to a maximum penalty of $1,000. 

Late filing of reports for a third offense will result in the 
maximum fine prescribed by law and the calling of a hearing for 
the purpose of suspending or revoking your surplus lines broker's 
license. 

A copy of each quarterly report sent to this office mus be sent 
to the Vermont Department of Taxes together with a check for any 
premium taxes that are due for the quarter. 

Edward E. Meehan, CFE 
Chief Examiner 

-
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NAM~,& ADDRESS OF: ... 
, In:::ured---=::--------------------------- 'Insurance Company--::--------------------- Brokerage House or Agency

Individual dealt with in b-r-o·k-e-r-a-g-e-'h-o-u-s-e---------- 
POLICY DATES: From 

LINE OF INSURANCE 
to 

--=-===--= # 
GROSS PREMIUM CHARGES -:l:"$---------
GROSS 

NET 
RETURN PREMIUM 
GROSS PREMIUM 

$ 
$--------- 

NAME & ADDRESS OF: 

Insured---:::------------------------ Insurance Company--::------------------- Brokerage House or Agency.,...-----;"------;---------- Individual dealt with in brokerage house 
POLICY DATES: From to ------- 

LINE OF INSURANCE # 
GROSS PREMIUM CHARGES 7$--------- 
GROSS RETURN PREMIUM $ 

NET GROSS PREMIUM $--------- 

NAME & ADDRESS OF: 

Insured----------_.........._------------ Insurance Company--::------------------- Brokerage House or Agency--:---:------:---------- Individual dealt. with in brokerage house 
POLICY DATES: From to ------ 

LINE OF INSURANCE # 
GROSS PREMIUM CHARGES =$---------- 
GROSS RETURN PREMIUM $ 

NET GROSS PREMIUM $--------- 

NAME & ADDRESS OF: 

Insured----:::------------------------ Insurance Company_-=- _ 
Brokerage House or Agency.,...-----;" ---:- _ 
Individual dealt with in brokerage house

POLICY DATES: From to--=-==:--:::=---=-.LINE OF INSURANCE #
 
GROSS PREMIUM CHARGES "X"$---------
GROSS RETUID1 PREMIUM $
 

NET GROSS PREMIUM $--------- 

NAJ.'1E & ADDRESS OF: 

Insured 
Insuran-c-e---:::C;-'o-m-p-a-n-y-------------------- 

Brokerage House or Agency;-----;-------;----------
Individual dealt with in brokerage house 

POLICY DATES: From to -------- 
LINE OF INSURANCE # 
GROSS PREMIUM CHARGES =$--------- 

L104c (5/79) 
GROSS 

NET 
RETURN PREMIUM 
GROSS PREMIUM 

$ 
$--------- 
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