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'SENATE, No. 2139 

STATE OF NEW. J,ERSEY
 

INTRODUCED MAY 12, 1986 

By Senator O'CONNOR 

Referred to Committee on Labor, Industry an4 Professions 

,. 
AN ACT concerning investments of certain domestic insurers and 

amending No J So 17B :20-2 and N. J. S. l7D:20-4. 0 

1 BE IT ENA.CTED by the Senate and General.Assemblg of 'he SIG'e 

2 of New Jersey: 

1 1. N. J So 17B:20-2 is amended to read 8S follows:0 

2 17B :20-20 [No domestic insurer shall purchase more than S" 
3 of the voting l\ltock of uny one corporation, unlcsait be: a munidll81 

': 
~, 

t

;
4 corl)()ration; ~u subsidiary of such insurer pursuant to sootion 

J ;; 17B:20-4; or an investment company within the meaning of the 
.~. .; Investment COmll8J1Y Act of 1940 for which Auchinsurer or it. 
,

." 7 Kuhsidiary iH the inv(,Ktm.~nt managcr or invcstment ach·iser, Ilro­

~ vi.k...l, nml Hueh illvc'ldment compllny shalJ not own, control or hold 

!t in itK portfolio IUl)O imocstmcnt which, if added to th6 other invest· 

10 mentH of f'!ncb illlmrer, wouM rClmlt in such insurer holding mOM 

11 than 8% of the votiDJ~ Htock of anyone corporation. The te-rm 

I~ ",ooting ldock" or "ny c~ort>orution shall mean any shares of ("..spital 

13 stock of Huch corporntion hll,oing general voting power under ordi· 

14 nary circumstances, when voting (together with one or more other 

15 elasse~ if any) as a class, to elect a majority of the board of di· 

16 rectors of sD~b corporation irrespective of whether or not at the 

l; time ~toek of any other class or c)aSHeS shall have, or might bave 

lH voting power h)O reason of the happening of any contingen~yo No 

19 such insurer~shRn hofr) more than 8% of any snch class of stock 

:!O of any inves~iment company pursuant to this section at any time 

21 when such insurer could not purchase fluch
-

stock 
. 

pnrsuant to the 

22 foregoing provisions of this section.] The ..~ount (excluding 
~"'d ...... _Ian' Ia ......,...r IiiiiIia1: ... 

.......... .... I.;' ..hlie ,...· .
................-".~ •.,...~, ..
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23 amO""t, i"v"lItQd in the CommOQ stook4:tflMijC:Nj'PoJ'lijoP,U,.u.-t 

24 to sections lTB :20-3 and 17B;2()....l)mve.ted_ by, .401M'& bJ.~ 

25 surer (a) in the conunon atock of allY OQe cQipo,.tio»ablll »ot 

26 exceed 2%' of thc totnl admitted aBsots ofsuc!JiJi8urer as of De­

27 cember 31 hext preccfling, or (b) in thA cOlQlllonstQck of aU corpo­

28 rations valued at cost shaH not exceed 15% of such assets except 

29 that to tbei extent that such aggregate investment in common stock 

30 exceeds 10~ of such assets, furtber investments shall be subject to 

31 regulation by the commissioner under u formUla which sball take 

32 into consideration the actual mandatory securities valuation re­

33 serve, as defined by the Subcommittee on Valuation of Securities of 

34 the Natio~ Association of Insurance Commissioners, held by a 

35 company which is applicable to such common stflCks in the corre­

36 sponding annual statement filed with the department. The term 

37 "common stock" shall mean any voting 8took of any clas8 of a cor­

38 poration which shall not he limited to a fixed 8um or percentagc of 

39 par value in respect to the rights of the holders hereof to partici­

40 pate in dividends or in the distribution of assets upon the voluntary 

41 or involuntary liquidation. dissolution or winding up of the corpo­

42 ration. Neither shall the amount invested in the beneficial shares 

43 or other o\\'1lership interests (other than common stock), evidencc~ 

44 of indebtedness (excluding amounts invested iJl mortgage loans 
I 

45 pursuant t'o subsection c. of section I1B :20-1), preferred stock and 

46 certiftcate~ of rcecivers of any ono institution' e~'eeotl 5" of 8ueb 

41 assct8 of tho insurer. Nothing herein contained,sball prevont any 

4~ 8uch insurer from purchasing, or in any other'\Vay acquiring the 

49 voting Btock of, or otherwise investing in eo~ corporations as 

50 hereinafter provided in section I1B:20-3 and 118:20-4. 
51 The total amoont of admitted aucts invested in the types of 

52 investments authorized by subsections h. and c. of,N. J. 8. 11B:20-1 

53 shall not, in the aggregate, exceed 60% ottbedOm88tie iUUr8r'8 

54 total admitted 888ets. 

55 All investments made by any 80ch insurer shall be aothorized 

56 or approved by the board of directors; or hyaCODimittee thereof 

51 charged ~ith the duty of supervising soebinve8tment, or shall he 

58 made in conformity with standards apprpved by such '-rdof 

59 directors or Inch committee. 

GO No suehiD,urer shall enter into any ~eJititowithholdfrom 

61 sale &oj, :ot Jts property or joiDtlj_'or,_ ~j~r ~t' into 811' 
, .:'.' -'.- . . ,o:. . '. ,', '" - . ;. • ." :-~, 

62 agreemeDt'~ purchase the U!1801d"~Ob1lt-'6'~:,~tieeyhieh~ 

63tbe ' ~~M an offering for eale to .-pjMiior ..... ;~: 
66 ~tee·the sale of such~, . ':;, ~~-;' ,'- ,-', :" 
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66 Nothwg cQutainet! in this section lIfb~1I prevf:mt auy au"J) blliuror 
66 from clistributing HIIUI'CH uf nn investmont09mPllfl>,witbin the 

67 meaning of tbfl Iuvoshllont Company Act ~~f 19~"for which SQcb 
fi8 insurel' or its subsidiary iM the investmentmoJ1Q:ger or investmentI ." .' 
69 adviser. 

70 The term "Investment Company Act 011940'; as used in this 

71 section shall mi3an an act of Congress [BPPfOVeQ' August 22, 1940] 

72 entitled "Inve~tment Company Act of 1940,"54 Stat. 841 (15 

73 U. S. C. 80a-l et seq.) as amended from time to time, or any 
;4 similar statute 

; 

enacted in substitution ther~for. 

1 2. N. J. S. 17B :2()....4 is amended to read as fonows: 

2 17B :20-4. In addition to the authority expre8~tfcontainedin this 

3 chaT)ter and notwithstanding any limitation contained in this Title, 

4- any domestic insurer may invest in tIte voting stock of one or more 
;; ~ntbsidiaries, as provided in thifl section. 

6 a. As used in tllil'( section the following ter:ms flhan have the 

1 followinK meaJlin~s: (1) "votin~ stock'; as u~ with reference 

8 to any corporation means any shares of capital~tock of such cor­
!) poration having general voting power under rordinar~' circum­

10 stances, when; voting (together with one or more otber cla~Re8, 

11 if any) as R clos!!, to elect at majority of the ;~ard of directors 

12 of Kuch corpc)ration irrespective of whether or not at Ule time 

1:~ stock of ony'~ other class or claSR08 shall' bat"or might bave, 

14- votinJJ llOwer 'hy reason of the hapl)ening ofli6j;'contingoncy, and 

15 8hall also include voting tntflt certifteatt'8, ccrti~cateR ofde'108it, 
1() interim rcceipt~ land othrr Kimilar instrumente'rcprCflentinR .mch 

17 stock and (2) "KuhRidiar.>"" means a corporatiCnlof which a ma­

18 jority of the· voting stock is owned or controllOO hyo a domcstic 

19 insurer, or b)' 011(> or more l!luhsic.liaries of8uchinsurer or hy such 

20 insurer and one or more subsidiaries of Bueh insurer, except that 

21 "subsidiary" sholl not include aeorporat~on of,·which a majority 

22 of the voting stock is acquired by the jnsnte~ or its 8ubsidiarielll 

2:1 Jlursuant to any other section of this chapter.
 

24 b. TIle hnsint'ss of a subsidiary, whether or not it is orga­


25 nized undet the laws of tbis State, shall~limited to that ~all­


26 tborized for a corporation organized under any:••" of this State,
 

Z7 except that "sobsidiary" shall not include .,~y -bank organized
 

28 pursuant to the laws oltbi, State Ritd.'8hall·rl!~tiDc1Ddeany 08;'
 

29 tional bank;l~aintaining its prineip810f6~e bi:~.Sf!te.
 

30 c. Except a~ otherwi~ speci6~)y ~dDltt~:bY .tltilp··,~~~,
 
31 no investment in the voting 8took'''f''lirly~ubi~~~'8~lbe .~~
 
32 taiA~::bv.tdome8tic in~rer orb, ~ybt:;i~~·itt\sicWarieemii~
 

, • - .~, - .. :~'. _ ...-:.,-,( ':-,.\" "',A _: : .,.' "., "'.. ~.•' ••• :. ~ • • • " • • _ 

33 "a~riIi:o'f the-votiDg'ItOCI"dfi~h'''~~'i8 :b~'or.~· 
l" . <.:; :' • ~ :' ." 
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34 troll~d by l\lch insurer or by 0lle or mQJ"~'1JbJicljo'i«t. 01 •• 
35 insurer or by sucb insurer and one or morQ .~b.Wilrte, oflJ~ 

36 insurer.
 

37 d. l'he investments of allY such subsi4iary,Qf the IDnds per­

3~ mitted by isubsectioJl b., c., d. or e.of sooti9» 17B :20-1, exce~
 

39 a subsidiary engaged primarily in any ~dot insurance busi.
 

40 ness, whcn:added, on a basilil proportional to ijie insurer's h:lterest
 
.1- - '," ~- ,', 

41 in such su~)sidiary, to the iuvestmentlilof suchl insurer (referred 
,.,' ,"j 

42 to herein as the "controlling insurer") shlill,' ..ot cause the in­

43 vestments of the controlling insurer to exceed'; any of the limita­

44 tions applicable to domestic insure'rs contained therein or in sec­

45 tion 17B :20-2 of this chapter except as may be permitted by sec­

46 tion 17B :20-1h or section 17B :20-3; provided that investments 
- .'" 

47 by any subsidiary which if made by the cOlltJ'(jllblg insurer would 

48 he subject to thc limitations of section 17B:20-1b shall not be 

49 included to the extent the controlling insurer's investment in the 

50 capital stock of such subsidiary is subject.to the limitations of 

51 section 17B :20-1b[; and provided further tlultthe limitation upon 

52 the percentage of voting stock of any onee9rporation that may 

53 be purehli'Sed or acquired h)' a domesticmsurer set forth in 

54 scction 17B :20-2 shan apply with respect to tile aggregate of the 

55 voting stock of anyone corporation heldbf the controlling in­

00 surer and ioll of its subsidiaries, including .loy insuranco 8ubsidi­

57 uries]. NJtwitlu~tanding the foregomg limitationll oftbill s..bsec­
;,,"\ tion d., Itn)' Much Kubsidiary shall be permitted to invoRt. in the 

59 voting sh)(!k ot' onc or more otber corporatio~.if: 
fiO ( 1) After such invcstment, such subsicliary, the controllinlC 

insurer ulld all other subsidiaries of tilt,: controlling msurer 
._- :") 

,-.)u_ shall OWII U IDftjorit), of the voting fJtock~,:i..ch other corpora­

tion and l4uch other corJlorationwC)ul~:.:Within the meaning 

of this Kcclioll, con8titute a permitted subsidiary of tho con­

trolling insurer, or 

fiG (2) 'fhe l.roportion of such inveetJnent attributable to tbe 

'i7 cOlltrollill~ insurer pursuant to this su~~ion d. could tben 

baw~ l)Clm madc in the same manner by tbe controlling in­

'i!} surer under any otber provi8ionoftbis chapter. 

70 e. Tbeim'cstment in such 8ubsidiary 8~ not tend 8ubstan­

7t tially to'lessen competition or tend to create~ IDOnopoly. 

72 f. Suellt subsidiary shall not be u~;di~y or. 'indirectly to 
73 promote \he private intere~ts of any·~m~.;01" di~rol'::~ 
74 iD8urere~cept that compen8ati()n~1~oiie'~t1::l":d)'8U~ary 
75 to,o&er. and directors of ~cJ1iJl~~r,.rl)r'" '~~red 

" ," ..- ..... " " - " 

76 when.suCh compeD88tion is autJJO~)by" ~;;.ol di~' 
".. . -,~. 
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11 of ,gob ~ybtldi.fY and approved by tbe ~r4;9f, ~t9'J 01 'JJOb . 
78 inaurer. 

79 g. The. aggregate amount invested by tbeooutl'QJ1iDJ ba.urer 
80 in the voting s,tock of nIl subsidiaries pUfsuapt' to ;tbii llt!ctioJl to­

81 gether with the aggrogate amount of all otber investments of the 

82 controlling insurer in such Rubsidiaries, valued at cost (less any 

83 amount investfd by the controlling insurer 81ld suCh subsidiaries 

84 in an)' liubsidi:\ry engaged in a business primarily involving the 
8;j owning, improving, developing, operating or leasing,().f real estate) 

86 shall not exceed 5%, or with the approval of the.commissioner" 
8i 10%, of the total admitted assets of sucb inStirer~6,of December 

&) 31 next preceding, 

..	 8!J h, No investment in voting stock of any sUbsi_diary shall be' 

(""
k	 

90 made by such insurer or any subsidiary thereof pti.rauant to this 

91 section unless a notice of intention to make such p~posed invest­

92 ment is filed with the commissioner not less t~ 30 days, or 

93 such shorter period as may be permitted by the commissioner, in 
' .. 

94 advance of sucb proposed investment, 110r shall ~y such invest-

I 95 ment be mad~ if the commissioner at any tiBie prior thereto finds 
I. Ji 
; 

96 that the propt'sed investment does not meet the requirements of 
.'., 

97 this section or determines, in his sole discretioil;::,~t amch pro­


H8 posed investment would be contrar)' to the b4!st inte~sts of policy­

!)9 holders or thl\ public; provided, that after lUi· iDvestment in
 

}." ," roo looting Btock 1uils heen mnde pursu&nt to thissectif?1i, no notice of
 
,.f:' 101 intention to make further investments in the vo}ing Btock or 
~ 1'1 , 

102 other !4Cfmritics of the Hallie Hubsidiury shaUbo roqu,i~cd, and such '::,::' 
i .(	 103 further inveBtDleDtH lUa)' he wade subject to th~ ':UtbitationB con­

-' ·•• •. r· .. ,\,.'
},: ..	 104 tained in subsection d, and subsection g. of tbi8,·~section. The 

!.• ' 

I~ .	 105 commissioner shall bave the power to conduct peri.odic eumina-I.'.
I' ' 106 tions and require reports in connection withthe operation of sub­
f~ 1 ' J07 sidiaricl'J and, if he shall determine either thai t~e interestAofIi 
i 
~ ( 

i.. '	 J08 l>olicyhoiders or the public so requires or thattbe gavestmenb of 
f·',! to!} an)' 8111~idiary do not comply with the requirementS of this sec­",
.J 

110 tion, to order that a domestic insurer or any su~idiary thereof
I 
l;'	 111 dispose of its investment in any subsidiary oldhat~·~~y tfubsidiary 
i'" . 112 dispose of any noncomplying investments, in eac~.caBe within aJ] ': 

113 reasonable period of time. 

114 i. In addi~oD'to the authority contained in tbe.;preeeding sub-
o ".., 

115 sections of thir; section, a domestic insurer and its nbsidiaries may 
t"
 ,." 116 iBvest iB andtetain more than 8% but le88Pi.na:~~rityof the
 

.	 '. 'f·",· ..
i~ 

"	 117 votiBg stock o.~ any alien corporation ~,u.:'~JdiI~ of m­
118 surance husiJieu or in a business of proVi~g ~~;;of:·•.kin(t. . 

; , 119 the dome$e luurer might itself perfo'" :,~e~tly :of .lilY, .­;., 

.."'>'..
 

...., ,-' ~.- '.:.
 
,1<, 
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120 i"8\lfau()~ or annuit)? contrDet; l)rovjd~cJ lblw no .~b jnve~~~nt 

121 shaU he made unless notice of intention to make ~ucb prOfJON(!d 

122 investment is filed as provided in subsecth>Dh. of this section. A 
-I . '.' ,,.. :'> "." 

123 domestic 'ln8urer may retain less than auuljority of the voting 

124 stock of auy such alien corporatic:m originally!tWquired as a majority 

125 owned 8uhsidiary pursuant to this section without further notice 

126 under sUhf.ection h. of this section. For the purposes of this section 

127 the term "subsidiary" shall include any such alien corporation 

128 of which nlor(! thun 8%, of the voting stock is acquired pursuant to 

129 tlJis sedion am) is owned or controlle<l aspr,ov,;ded in subsectic:>n a., 

,- 130 except th~t subsection (1. shall not ~pply to'any such suhsidiary of 
I' 131 which less tlJan a majority of the voting stock is so owned or 
:: • 

132 controlled. 

1 3. This act shall take effect immediately. 

STATEMENT 

This bill eliminates the current restriction on the autborizeg in­
" ,,-- . 

vestments of domestic life lInd health insitrerH thatprohihit,8 these 
-', '. ' .,- ': :': ~ . 

insure~,8' ~rom purchasing more tl18n8% of,the volin$' stock of any 

ODe eOl'pOratiOD. 

Co~r~te investments would rein~D sll~#ect to a 2% of a88Ot8 

limitatio~ on investments iiDany one co~ration and a 15~ of 
t . ..~ 

aSKets Jimitlltion on all corporate stoCk owned. 

• < 

INSURANCE-H:EALTH4ND LIFE 

ElimiJlates ODe of the restrictioDs oD au~orized iDvestmentsby 

-Jome.tic life and health insurers. 
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120 insurance or annuity contract; providecl that no such investment 

121 shall be made unless notice of illtelltioll to make such proposed 

122 investmellt is filed as provided in subsection h. of tllis section. A 

123 domestic insurer may retain less than a majority of the voting' 

124 stocl( of any such alien corporation orig'inally acquired as a majority 

125 owned subsidiary pursuant to this section without further notice 

126 under subsection h. of tllis section. For the purposes of tllis section 

127 tIle term "subsidiarJT" sIlall include any such alien corporatioll 

128 of ,vhich lllore than 8% of the voting stock is acquired pursuant to 

129 this section ancl is owned or controlled as provided in subsection a., 

130 except that subsection d. shall not aPIJly to any such subsidiary of 

131 whicll less tllan a majority of tIle voting stocl\: is so owned or 

132 cOlltrolled. 

3. This act shall take effect immediately. 

STATEMENT 

This bill eliminates the current restriction on the authorized in­

vestments of domestic life and llealth insllrers that prohibits tllese 

insurers from purchasillg' more than 8% of tIle votillg stock of any 

one corporation. 

Corporate investmellts would relnaill subject to a 2% of assets 

limitation on illvestments in any 011e corporatiol1 and a 15% of 

assets limitation on all corporate stock owned. 

INSURANCE-HEALTH AND LIFE 

Eliminates one of the restrictions on authorized investments by 

domestic life and health insurers. 



ASSEMBLY INSURANCE COMMITTEE 

STATEMENT TO 

SENATE, No. 2139 

STATE OF NEW JERSEY
 
DATED: JANUARY 12, 1987 

This bill eliminates one of the limitations on the amount of common 

stock of a corporation (other than the stocl{ of a subsidiary, all invest­

ment company, or a nlunicipal corporation) which can be purchased 

by a domestic life or health insurer. At present, insurers may not pur­

chase more than 8% of the voting stocl{ of anyone corporation, nor 

can the stock purchased in anyone corporation exceed 2% of the total 

admitted assets of the insurer as of the end of the preceding calendar 

year. The bill eliminates the 8% limitation, but the 2% limitation 

would remain. Thus, all insurer could buy a substantial portion of 

another corporation as long as the value of the stocl{ did not exceed 

2% of its admitted assets. Insurers would contiJ1Ue to be lin1ited in the 

aggregate amount vvhich they would be permitted to invest in comn1on 

stock gel1erally; these il1vestments could not exceed 15% of their ad­

n1itted assets. 

The purpose of this legislatioll is to provide greater flexibility for 

domestic insurers with respect to their investments. New Jersey's limi­

tation of 8% on stoch: investments in anyone corporation is similar 

to one which previously existed in New York; in that case, the limita­

tion was 5%. The New Yorl{ linlitation was abolis11ed in 1983 after the 

Heimann Commission found that it had a "negative impact" on tIle 

investment practices of domestic insurers. 

Proponents of the bill suggest that while the 8% limitation on hold­

ings in anyone corporation was originally established for reasons of 

safety and soundness, the limitation is, in fact, not relevant to the 

safety or liquidity of investments. A life insurer with substantial 

assets could, for example, purchase less than 1% of the voting stock of 

a major corporation for $100 millio11, but not 9% of a start-up corpora­

tion whose stock sells for $5.00 a share. 



SENATE LABOR, INDUSTRY AND PROFESSIONS
 
COMMITTEE
 

STATEMENT TO 

SENATE, No. 2139 

STATE OF NEW JERSEY
 
DATED: AUGUST 26, 1986 

This bill eliminates one of the current restrictions 011 the authorized 

investments of domestic life and 11ealth insurers tllat prohibits tllese 

insurers fronl purchasing lTIOre tllan 8% of tIle voting~ stock of anyone 

corporation. 

Investments in common stock by these insurers would continue to be 

restricted by current law ,vhicll prollibits an insurer from investing' 

(a) in the common stock of anyone corporation in excess of 2% of tIle 

total admitted assets of that insurer alld (b) in the common stock of 

all corporations, valued at cost, in excess of 15% the total admitted 

assets of tllat insurer. 
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