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SENATE, No. 2342
 

STATE OF NEW JERSEY
 
IXTRODUCED JUNE 26, 1986 

By Hl'nll tor IIIJ<'RANCl~SCO 

Referred to Committeo Oll Labol'. Illdustry and Professions 

AN ACT to permit certaiu not-for-profit and nonprofit corporations 

and medical anu Ilon-Illcuical residential facilities to form joint 

t;elf'-iJlSUralll'(l lJOoll' and io\\lPJllmllclltin~ 'l'it1o UiA of t.he N(~w 

.Jcr8llY Statutes. 

1 fiB 1'1' ENACTI·:tl liY tll(, Sella/r. and General Assembl11 of the State 

2 of Nf-'W Jersey: 

1 1. This lwt Hhnll I\(' kllown, Hne] mny be cited us the "Nollprofit 

2 Corporatioll-J(pys AflIl'llChllent "Facility Immrunce Pooling Act." 

1 2, 'Phe L(~~isillturn finds and declures that: 

2 a. The lack of availahility and escalatin~ cost of liability insur

3 allee. when avuilahle, has caused a crisis nationally .and in this 

4 State. Not-for-profit and nonprofit corporations as wel1l as medical 

[) and nOll-medical faeilities that provide residences fol' the elderly 

6 and disabh!d hav(~ beell especially hard hit by the liability insurance 

7 crisis. 

8 b. It is the puhlic policy of this Htate that fueilities which operate 

9 without profit or providn reside-ntinl settings whel'e significant 

10 numbers of elderly or disabled Supplf'mental Sl~curity Income 

11 (SS1) recipientH rl~sill(\ ~ho\11d 111\\'(1 :lI'C'PSloI to adf'quatA and afford

12 able liability insurance COVPl'Ilg'(', 

13 c. To this end, it is ilH'umhent upon the Statf' to provide n menns 

14 by which adequatp ancI affordahl(l Iiahility coverage ('an be obtained 

15 by these entities. 

1 3. As used in this act: 

2 a. "Board" mCans the hoard of trm'1tee~ or the f.,JTOUP of persons 

3 vested with management of the husiness and affairs of a nonprofit 



."l 

4 corporntioll rel1'nrdless of th(l Il:UUl' by whi,t'-h tht> ~1",)UP ,31" persons 

5 nrc desig-lInted. 

6 b. "Keys RnH'lIdment facility" means a mpdical or non-medical 

7 residential !'ettingo dC'signated hy the State as a facility that meets 

8 the rE'quirPlllf!nts of the "Social Security Act," Puh. L. 93·233 

9 (42 U. H. n. § 1~R21}) as implemented 1Iy (45 CFR § 13!H.l et seq.). 

10 c. "Xon profit corporation" Il\panH any ('ol1JOrat ion or~anized 

11 under the "Xew .Jp.rsey Xonproflt Corporation Act," N. .J. S. 

12 15A :1-1 ('t seq .• or any rOl'JlOrntion al; df>fillf:d hy X. .1. S. 15A :1-2e. 

13 d. "Owller" means thc 1)(,1'8011 or group ,"cst('d witll oWIll'rship and 

14 maIl3gerlll'rd: of a Ke)'H aIlIflndnwnt fa(~ility regardl(!ss of the name 

15 by which the person or group is designated. 

1 4. a. TIll' hoard of a nonprofit (~orporati01I may, hy resolution, 

2 agree to rarticipate with all)' oth(~r nonprofit corporation or corpo

3 rations in a joint insurance fund for the purpose of insuring against 

4 liability, property damage, and workers' compensation. 

5 b. The owner of a Keys amendment facility rna)' agree. in ·writing, 

6 to participate with allY other Keys amendment faeility or facilities 

7 in a joint illsurarwe funt! for Hie purpose of insuring against lia

S. bilit.y, property damage, and wOl'kers' compensation. 

1 5. a. Upon the cstublishllll'nt of a llOnprofit corporation joint 

2 insurance fund, tile chief expeutive offieer or the hoard of (!ach 

3 participating 1lonprofit corporatioll shall appoint one of its officers 

4 or oue member of its board to reprl~sent that nonprofit corporation 

5 as insurance fund commissioner. Togetller, they shull constitute 

6 an insurance fund commission. Commissioners shall hold office at the 

7 pleasure of the chief executiye officer or buard who appointed them, 

8 or as long as they remain a member of the boanl or a corporate 

9 officer, whichever shall be less, and unti 1 their successors shall have 

10 been duly appointed and qualified. In the event that the number 

11 of nonprofit corporations represente<.l is an even number, an addi

12 tional member shall he annually selected by the participating non

13 profit corporationH. If the total number of commissioners c>:ceeds 

14 seven, the commissioners shall annually meet to select not more 

15 than seveu conunissioners to serve as the executive committee of 

16 the fWld. The executive committee shall exercise the full power 

17 and authority of the commission. Vacancies on the executive com

18 mittee 8hl111 he filled by election of the entire commission. The 

19 commissioners shall sen'e without compensation. Any vacancy in 

20 the office of insurance fund commissioner shall be filled by an 

21 appointment by the chief executive officer or hoard of the partici

22 pating nonprofit corporation as descrihed in this subs~ction. The 

23 commission shall unnually elect a chairmnn and a secretary. 
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24 b. Upon the l'stahlishment of a 1(e)'s amendn1£mt facility joint 

25 insuranre fnIHI, tIl<' OWlIt'r of PI\('1I participating Keys amendment 

26 facility shull rppl'C'sPl·t. OJ' the owners shall appoillt Ol~e 

27 owner to represent that fal·ility as insurance fUf'.d commissioner. 

28 Together, they shall CflllHtitute an insurance fund commission. 

29 CommissiOllPrs of Kpys amendlllf!nt: facility joint insurance funds 

30 who repfl'spnt a faeility t hut has 1l1Ore than one owner shall servc~ 

31 as commissioner as lonp' as they rellJuin an owner of the fac'lity 

32 and until their SUCC(>8S0J'S shall have bpen duly appointed antI 

33 qualified. In the event that the numuer of facilities is all even 

34 numher, an additional member shall be amlUally selected by the 

35 partici]latill~ fucilitiPH. Ti' the total numuer of commissiollPl's ex

36 ceeds 8eY('II, the (>OlllllliFSiollPl'S shall alli'ually meet to seleet not 

37 more than fWVPJ! COmllJiSHiollers to serve a~ the exerutive comlllitt~e 

38 of the fum!' 'l'he executi"'e committee l'hall exercise thl! full power 

39 and authority of the conlmission. Vacancies on the exe,cutive com

40 mittee shall he filled hy election of the entire commission. The 

41 comnlissiOlWI'S shall SCI'\'(' without compensation. Any vacancy in 

42 the office of i\l!mrallCe I'ulld commissioner shall be filled by the 

43 owner of a KC'p; UHH'flcllllent facility as described in this subsectiofJ. 

44 'rhe comillis:-;ioll shall annually elect a chairman and n secretary. 

1 6. 'rIll' ('OIlllllil'l'ionel's of' allY joint insurance fund created uncleI' 

2 the lH'oviFiollH of this act shall prepare and, after the approval 

3 by resolution or tJll~ hou)'(l of tmelt participating nOTlIJrofit COl'PO

4 ration, or apprO\'u! of Iht· OWIICJ' of each partieiputing KflyS all\pnd

5 ment facility, as the CUSt' IIwy he, shall adopt lJr!aws for the joint 

6 insurun('c fund. The bylaws shall include, but not he limitetI to: 

7 a. Proc:p(!JlI'('s for the ol'~anizution and administration of the 

8 joint insurulle'C' fund, the insurunc(l fund commission and, if appro

9 priate, tIle executive board of the fund. The procedures may 

10 include tlw dpsignatioTJ of Ol1e participating nonprofit corporation 

11 or Keys anlPnclinent facility, as the case may be, to 8,erve as the 

12 lead ag-ency to he responsihle for the custody and maintenance of 

13 the aSHet:'! or the fUlld lInel SHe'll other duties us may he assigned 

14 by the cOlllTlli:-;:;iOllflrs of the fund j 

15 b. Proceclurps for the ass('ssmellt of members for their contri 

16 llUtions to the fund and for the collection of contributions in 

17 default; 

18 c. ProccdU1~s for the maintenance and administration of appro

19 priate reserves in accordance with f;ound actuarial principles; 

20 d. Procedures for the purchase of commercial direct insurance or 

21 reinsurance, if any; 

22 e. Contingency plans for paying losses in the event that the fund 

23 is exhausted j 



24 f. Procedures goveruing loss adjustment aud legal fees; 

25 g. Procedures for the joiItiug of the fuud by a nonparticipating 

26 lJonprofit corporation or Keys amendment facility, as the case 

27 maybe; 

28 h. Pmcpuurcs foJ' the withdmwal from the funo by u participat

29 ing nonprofit corporation or Keys alllendmeut facility, as the case 

30 maybe; 

31 i. Procednrel:! for the explusion of a participating nonprofit 

32 corporation or KeYH aInelldment facility, as the caseuay be; 

33 j. Procedures for tIle termination and liquidation of the joint 

34 insurance fund and the payment of its outstandiug ohLgations; aud 

35 k. Such other proceuures and plans as the COJl1llissioner of 

36 I nsurallCt: Jllay requi re by rule or regulation. 

1 7. The eouunissic'ners Rhall prepare, 01' cause to he prepared.
 

2 a plan of !'iRk 1IIlUla~I~I1l(mt for the joint insul'anc(! fund. The plan
 

3 shall include, hut lIot he limited to:
 

4 a. Thn perilR or li:lhilities to he insured against j
 

5 b. LiTIlltH of COVC'fuge, whether self-insurance, direct insUl'ance
 

6 purchased from It cOllllllereial carrinr, or reiusurance;
 

7 c. The Riliount of risk to he retained by the fund;
 

8 d. 'l'lw allioullt or l'c:;crWH to he established;
 

9 e. The c'olltributions to he paid by each participating uonprofit
 

10 corporation or Key~, amendment facility, as the case may be;
 

11 f. CovP'l'age to be purchased from a commercia.! insurer, if any;
 

12 g. Reillsurallce to he purchased, if any, and the amount of
 

13 premium therefor; alld
 

14 h. Such otllCr procedures and information as the Commissioner
 

15 of Insurance may require by rule or regulation.
 

16 For purposes of this section "a plan of risk management" is a
 

17 plan, and activities carried out under the plan, binding upon the
 

18 participants in a joint insurance fund to reduce risk of loss with
 

19 respect to a particular line of insurance protection or coverage
 

20 provided by a fund. Plans of risk management also include the
 

21 "administration of one or more funds, including f;he plocessing and
 

22 defense of claims brought against or on behalf of participunts.
 

1 8. No joint immrance fund shall begin providing insurance
 

2 coverage to its participants until its bylaws and plan of risk
 

3 management have b('l'n approved as provided in tllis section.
 

. 4 a The commissioners of each joint insurance fund shall file with 

5 the Commissioner of Insurance for his approval a copy of the 

6 fund's bylaws adopted pursuant to section 6 of this act and a copy' 

7 of the fund's plan of risk management prepared pursuant to see

..8. _.. JiQn 7 c;:lf tW.$ act. .. 
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9 b. Within 30 wOl'kil,g Llu)'s of n>l.'eipt, the COJ:luuissioner of 

10 InSUI'UllCe shall either approve 01' disapprove the bylaws or plan 

11 of risk lllanugelllent of any joint illsurance fund. If the CODl

12 missioner of Insurance fails either to approve or disapprove the 

13 hylaws 01' plan of l'iHk Illalla~mnellt within that 30 working day 

14 period, the bylaws 01' pIa II shall he lleemed approved. 

15 c, If any I)ylaws or pIau shall be disapproved, the COllunissioner 

16 of TnsurUllcP shall sot fotHl ill writing the reason for disapproval. 

17 Upon the reel)ipt of the lJotice of' disapproval, the ,~ommissioner8 

18 of the affoded joint ilJsurauce fund may reqnest a hearing. The 

19 h·:-!aring shall be convened by the Commissioner of Insurance in a 

20 timely manner. 

1 9. TJPOII the apJlroval of its byluws and plan of risk management 

2 pursuant to tlJe !lrovisillllli of H(~ction Hof this act, a joint insurance 

:J fund lllay provide illsurallCf~ covN'uge to its participants by sl!lf

4 inSUl'IllWl', t hI' Jllll'l'hasl~ or l'OlllllWl'cial insurance or reillsurance, 

5 or any cOIllbillation thereol'. 

1 10. The connnisHiollcrs IlIay, from time to time, amlHld the bylaws 

2 and plan of risk munalrellient of the fund; provided, however, that 

3 no such aJlIPlldlllf'lIt shall tal,e !effect until approved as provided. 

4 in tllis section. 

5 n. The l'ollllJlissioners shall file with the Commissioner of Insur

6 ance for his approval a copy of any amendment to the bylaws of 

7 the fund upon approval. by resolution, of the Leard of each par

8 ticipating nonprofit corporation, or written approval signed by 

9 the owner of each participating Keys amendment facility, as the 

10 case Iilay Ile, or any amendmcnt to the plan of risk management,
 

11 upon adopti011 by the eonunissioners.
 

12 b, Within 30 working days of receipt, the Commissioner of In

13 surance shall either approve or disapprove any amendment to the
 

14 bylaws or plUlI of risk management. If the Conunissioner of In


15 surance fails either to approve or disapprove the amendment within
 

16 that ao working day period, thc amendment shall be deemed
 

17 approved.
 

18 c. If any amendment shall be disapproved, the Commissioner of
 

19 lnsurancl' shall set forth ill writing the reasons for disapproval.
 

20 Upon the I'('(~('i pt of tll!' notice of disapproval, the commissioners
 

21 of the affl'cted joint insurance fund may request a hearing. The
 

22 hearing shall be cOI!YEned Ly thr. ConIDlissioner of Insurance in- a
 

23 timely manner.
 

1 11. The Commissioner of Insurance shall have the authority to 

2 suspend or terminate the auth('rity of any joint insurance fund, or 

3 to assume control of 1:hp. insurance fund, or to direl3t or take any 
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4 action he may deem neccssaJ')', for good cause, to enable a fund 

5 to meet its obligations, cover its expected losses or to liquidate, 

6 rehabilitate or otherwise modify its affairs. Such action shall be 

7 taken by the Commissioner of Il1surance in the event of: 

8 a. Failure to comply with tlle roles and regulations promulgated 

9 by the Commissioner of Insurance or with any of the provisions 

10 of this act j 

11 b. A failnre to comply with a lawful order of the Commissioner 

12 oflnsurancejor 

13 c. A deterioration of the financial conditioJI of the fund to the 

14 extent that it causes an adverse effect upon the ability of the joint 

15 insurance fund to pay expected losses. 

1 12. The Commissioner of Insurance may, in his discretion, require 

2 the commissioners of any fund to file copies of any agreements or 

3 contracts Plltered into by the commissioners of the fund, or any 

4 other pertinent documents as he JIIay deem necessary. 

1 13. 1'he illsurance f11ud commissioners or the executive hoard 

2 thereof, as the case may be, shall cause an aUIlual audit to be 

3 conducted hy an lrldependent certified public accountant in accor

4 dance with ·the rules and regulations promulgated by the Com

5 missioner of Insurance pursuant to section 16 of this act. Copies 

6 of evel'y audit shall be submitted to the Commissioner of Insurance 

7 within 30 working days of its completion. 

1 14. The Commissioner of Insurance may conduc:t an examination 

2 of auy joint insurance fund that he deems necessary. The expense 

3 of any such examination shall be borne by the fund. 

1 15. A joint insurance fund established pursuant to the provisions 

2 of this act is not an insurance company nor an insurer under the 

3 laws of this State, and the authorized activities of the fund do not 

4 constitute the trmlsaction of insurance nor the conducting of an 

5 insurance husinesR. A fund established pursuant to this act shall 

6 not be suhject to the provisions of Subtitle 3 of 'ritle 17 of the Re

7 vised Statutes. 

1 16. The Commissioner of Insurance shall promulgate rules and 

2 regulations, pursuant to the "Administrative Procedure Act," P. L. 

3, 1968, c. 410 (C. 52:14B-l et seq.), to effectuate the purposes of 

4 this act. Such rules alld regulations shall include, but not he 

5 limited to, the establishment, operation. modll'cation and dissolu

6 tion of joint insurance funds established pursuant to the provisions 

7 of this act. 

1 17. This act shan take effect on the 60th day after enactment. 
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STATEMENT 

This bill would permit not-for-profit and nonprofit ('(lrror~\tions 

as well as certain me-dical and non-medical facilities where sig

nificant. numbers of fllderly and disabled Supplermmtal Security 

Income (RSI) J'f'cipients reside, lmown as "Keys amf'ndment 

facilities," to form joint self-insurance pools. Th£' purpose is to 

improve the availability and affordability of insurance for these 

organizations, many of which are currently experiencing great 

difficulty in securing coverage at rates they can afford, if they can 

get coverage at all. 

INSURANCFi-PROPERTY AND CASUALTY 

The "Nonprofit Corporation-Keys Amendment Facility Insurance 

Pooling Act." 



11 30 E:~ aht CLOO:-S 
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TR CL00V 

ASSEMBLi I\Su~~\CE COMMITTEE
 

STATEME\T TO
 

SE~ATE. No. 2342
 

DATED: r-.ovember 30. 1987
 

This bill. called the "Nonprofit Corporation - I\eys Amendment 

FacilIty Insurance Pooling Act." would permit the establishment of 

JOInt insurance funds by not-for-profit and nonprofit corporations 

and by I\eys amendment facilities. which are certain medical and 

non-medical facilities where numbers of elderly and disabled 

Supplemental Security Income (S5!) recipients reside. The funds 

could be established to insure for liability, property damage. and 

workers' compensation. 

The bi II provides for the establ ishment of a board of di rectors 

to govern the joint insurance funds. The board of a fund would be 

required to adopt bylaws for the operation of the fund. which would 

include procedures for the organization and administration of the 

fund. the assessment of the members of the fund, the establishment 

and maintenance of appropriate reserves. the purchase of commercial 

direct insurance or reinsurance. contingency plans for paying losses 

in the event that the fund becomes exhausted. and paying claims. 

The bill requires the board to establish a plan of risk 

management for the joint Insurance fund. which would include the 

amount of the risk retention. the amount of reserves to be 

established, and the amount of comrnercial insurance to be purchased. 

if any. The plan would be requi red to be submi t ted to the 

Commissioner of Insurance for his approval. The commissioner would 

be required to approve or disapprove the bylaws or plan of risk 

management of any joint insurance fund. Failure by the commissioner 

to act would result in the bylaws or plan being deemed to be 

approved. The commissioner would be required to approve any 

subsequent change in the bylaws or In the risk management plan. 



The bl j 1 t:J\es the comrT:JSSjoner general regulator~ author) ty 

over the operatIon of the Joint Insurance funds and requIres that 

the board of the fund arrange for an annual audl t. The commi ss loner 

may a I so conduc t an exam ina t Ion of the fund if he deems it to be 

necessary. 

During perIOds of market dislocation cornmercJal insurance has 

been ei ther completely unavai lable or very expensIve: this type of 

Joint insurance fund. simi lar to many of those whIch have been formed 

by publ ic ent it ies. would help to alleviate the problems caused by 

these market dislocations by providing an alternative source of 

insurance coverage to nonprofit corporations and Keys amendment 

facilities. 
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SENATE LABOR, INDUSTRY AND PROFESSIONS 
COMMITTEE 

STATEMENT TO 

SENATE, No. 2342 

STATE OF NEW JERSEY
 

DATED: OCTOBER 27, 1986 

This bill, designated the "Nonprofit Corporation-Keys Amendment 

Facility Illsurance Pooling Act," would permit not-for-profit and 

nonprofit corporations as well as certain medical and non-medical 

facilities where significant numbers of elderly and disabled Supple

mental Security Income (SSI) recipients reside, known as "Keys 

amendment facilities," to form joint self-insurance funds. These funds 

may be formed for the purpose of insuring against liability, property 

damage, and workers' compensation. The insurance can be provided 

through either self-insurance or the purchase of direct commercial 

insurance or reinsurance. 

Both nonprofit corporation and keys amendment facility joint &.
surance funds would be governed by a commission comprised of 

representatives of fund membership. The commissioners of each fund 

will be responsible for the preparation of bylaws and a plan of risk 

management which must be approved by the Commissioner of Insurance. 

In addition, the Commissioner of Insurance has the power to suspend or 

terminate the authority of any fund or to assume control of or take any 

other action necessary to enable a fund to meet its obligations, cover 

expected losses or to liquidate, rehabilitate or otherwise modify its 

affairs. Funds are to be audited annually by an independent certified 

public accountant. The Commissioner of Insurance is further authorized 

to conduct a financial examination of any fund, at the fund's expense, 

when he deems such an examination necessary. 
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