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SENATE, No. 2439

STATE OF NEW JERSEY
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INTRODUCED JULY 24, 1986
By Senator CARDINALE
Referred to Committee on Labor, Industry and Professions

A~ Act concerning surplus lines insurers and amending P. L.
1960, c. 32.

Be 1T ENACTED by the Senate and General Assembly of the State
of New Jersey:

1. Section 11 of P. L. 1960, ¢. 32 (C. 17:22-6.45) is amended to
read as follows:

11. No surplus lines agent shall place any coverage with any un-
authorized insurer which is not then an eligible surplus lines insurer
as provided for under this section. No unauthorized insurer shall
be or become an eligible surplus lines insurer unless made eligible
by the commissioner in accordance with the following conditions:

(a) Eligibility of the insurer must be requested in writing by a
licensed surplus lines agent;

(b) The insurer must be currently an authorized insurer in the
state or country of its domocile as to the kind or kinds of insurance
proposed to be so placed, and must have been such an insurer for
not less than one full year preceding; or must be the subsidiary of
an admitted insurer or of an already eligible surplus lines insurer
that has been so admitted or eligible for a period of not less than
one full year preceding;

(e) Before granting eligibility the requesting surplus lines agent .
or the insurer shall furnish the commissioner with duly authenti-
cated copies of its current annual financial statement, one in the
language and monetary values of the country of the insurer, and
the other in the English language and with all monetary values
therein expressed in United States dollars, at the current exchange
O ot cnacied and is imended 1o be smitied . the Taw 0% PV

Matter printed in italics thus is new matter.
Matter enclosed in asterisks or stars has been adopted as follows:

*—Senate committee amendments adopted October 20, 1986.
*#3__Assembly committee amendments adopted June 22, 1987.
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23 rate shown in the statement, and with such additional information
24 relative to the insurer as the commissioner may require;
25 (d) The insurer shall establish satisfactory evidence of financial
26 integrity,and:
27 (1) Have capital and surplus, or its equivalent under the laws
28 of its domiciliary jurisdiction, which is not less than twice the
29 amount of minimum capital and surplus required for like admitted
30 insurers; except that any eligible insurer which does not possess on
31 the effective date of this amendatory and supplementary act the
32 minimum capital and surplus requirements shall have three years
33 {from the effective date of this amendatory and supplementary act
34 to comply therewith. In addition, an alien insurer shall maintain in
35 the United States an irrevocable trust fund in a state or federally
36 chartered bank in an amount not less than $1,500,000.00 for the
37 protection of all of its policyholders in the United States. The trust
38 fund shall consist of cash, securities, letters of eredit, or of invest-
39 ments of substantially the same character and quali;cy as those
40 which are eligible investments for the capital and statutory re-
41 serves of admitted insurers authorized to write like kinds of
42 insurance in this State. The trust fund shall not be included in any
43 calculation of capital and surplus or its equivalent and shall have
44 an expiration date which at no time shall be less than five years.
45 In lieu of the above capital and surplus requirements, and trust
46 fund amount, any Lloyd’s or other siinilar unincorporated group of
47 alien individual insurers shall maintain a trust fund of not less
48 than $50,000,000.00 as security to the full amount thereof for all
- 49 poliecyholders and creditors in the United States of each member of
50 the group, and the trust shall likewise comply with the terms and
51 conditions hereinabove set forth. Any insurance exchange created
92 Ly the laws of an individual state **[ shall be deemed an unau-
53  thorized}** **may be approved Ly the commissioner as an eligi-
54 Ule** wsurer under the provisions of this section, and shall main-
90 taim capital and surplus, or the substantial equivalent thereof, of
56 mot less than £55,000,000.00 1 the aggregate. For insurance ex-
07  clhanges which maintain funds in an amount acceptable to the com-
missioner for the protection of all insurance exchange policy-
9 lolders, each individual syndicate shall maintain minimum capital
60 and surplus, or the substantial equivalent thereof, of not less than
61 *[32,500,000.000* *$2,000.000.00*. *[Each individual syndicate shall
62 le required to ollain a New Jersey monresident broker’s licemse}*
63 In the event the wnsurance exchange does not maintain funds in an
64 amount acceptable to the commissioner for the protection of all

65 wmsurance exchange policyholders, each individual syndicate shall
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GG have capital and surplus, or its cquivalont undey the laws of ifs
67  domiciliary jurisdictiop achicl is wot less Han ticice (he amount of
GTa mininnon capidal wid surphes vequired for lilke adpiitted insugors,*
67 No insurapes cochanne vpprocod os an eligible insurer Ly the con-
Grc missioner skall be a wember of the New Jersey Surpluz Lines
6To Tnsurance Guarantfy Iond creafed pursnant o P, L. 1944, ¢. 101
OTr (17022600 of seq ) wor <hall any daim aqainst an cochange e
67r deemed by be o corered cinim pursuant 1o the provision of that
676 act®™ and

68 (2) TTave causerd to he provided to the commissioner 2 copy of
69 ite eurrert annual stafement eortified by the ineurer, which, relative
70 to the period reported upon. is no more than 12 monthe old, and
71 whieh is either: (A) filed with ard approved by the rezulatory au-

72" thority in the domicile of {he unauthorized insurer: or (1) eertified

73 by an aceounting or auditing firm lieensed in the jurisdiction of the
74 insurer’s domicile. In fhe case of an insurance cxchange. (he state.
0 ment may Le an aqareqate comhined statement of all underwriting
76 syndicates operating during the period reported wupon.

77 (e) The condition or methods of operation of the irsurer must
78 not he sueh as wonld render its operation hazardous to the puhlie

79 orits policvholders in this S*ate:

80 (f) The mmsurer mustl be of eaod reputation as to the providine
81 of serviee to its polieyholders and the payvment of losces and elaims:
<2 () No ineurer shall he elizible the maraeement of whieh je
83 found by the commissioner ta he ipcompetent or witrustworthy,
84 or so lacking in insurance company maraserial experienee as to
&) make the propoged operation hazardons to {he insuraneelmying
86 publie: or which the eommissiorer has zood reazon to believe is
{7 affilinfed directly or indireetly thronch ownorehip, eonfrol, rein.

88 curanee {ravsactions ar other insuraren or Imsinecs relntinns, with

€9 any persan or pereons whose bginnes nperatinne are or have been
90 detrimental to palicyhiolders, stockhaolders, juvestors. erelditors or
91 tothe puhlie:

92 (h) No insurer shall he el'zihle the voline control or oxwnership
A of which is held in whoele or substantinl part by aryv goverrment
94 or governmental azeney, or which is operated for or Iix any cuch

05 rovernment or azeney, Meontbership in a mutual irsurer, or sub-
G  seribership in a reciproen? jvsurer, or owrership of stoeck of an
097 insurer by the alien property custodian or similar offiric ! of the
03 United Ktates, or supervision of an insurer by public ivsurance
a0 supervisory authority shall not be deemed to he an ewrership,
100 control, or operation of the insurer for the purposes of this sub-

101 seetion.
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The commissioner shall from time to thoe publish a list of all
currently elicible curplus Jines insurers, and shall mail a copy
thereof to cach licensed surplus lines azent at his oflice lust of
recordwith the commissioner,

This seetion chall not he deemed 1o cast upon the commissioner
any duly or responsibility to determine the actual fipancial condi-
tion or claims praetices ol any unauthorized insurer; and the status
of eligibility, if granted by the commissioner. shall indicate only
{Lat the insurer appears to be gound financialiy and to have satis-
factory elaims practices, and that the commissioner has no eredible
evidenee to the contrary.,

Where i1t appears that any particular insursnece risk which is
elizible for export, but irsurance coverage thereon. in whole or in
part, is not proenrable from the oligible surplus lines surers, then
the surplus Jines agent may file a supplemertal affidavit stating
such facts and advicing the eornmisgsioner that such part of the
risk as ¢hall be unprocurable. as aforesaid. is beinz placed with
named unauthorized insurers. in the anounts and percentages set
forth in the afiidavit. Such named unauthorized insurer shall,
however, before aceepting any rigk in this State. deposit with the
commissioner United Stafos aovernnrient bonds in an amount oc-
coptable to the commissinner, which shall be held by said commis-
sioner for the benefit of New Jerzey policvholders only and the
surplus lives acent shall procure from such unautherized insurer
and file with the commissioner a certified copy of its current annual
statement of financial eondition, Tt such depnsit is made and the
statement reveals, ineluding hoth capital and surplus. net assets of
at least $500.000.00 eonsisting of at least €300.000.00 liquid assets,
then the surplus lines azent may proceed to eonsummate the con-
tract of insurarce. Whenever any insurance risk or any part
thereof ix placed with an unauthoerized insurer. as provided hercin,
the policy, binder or cover nato shall hear conspicuously on its face
in holdfaee type the followine notation: “All or some of the in-
surers participating in this risk have not been admittad to transact
Lusiness in the State of New Jersey, nor have they been approved
as aosurplus lines insurer by the insuranee commissioner of this
Ktate, The placing of such insuravee by a duly Lieensed surplue
lires mezent in this Xtate shall 2ot be constrund ag approval of such

insurer by the insurance commissioner of the State o New Jerseyr.”

Al other provisions of tLis Title shall apply to suekh placement the

same as if sueh risks were placed with an eligihis surplus lines

jpsurer.
9. This act shall take eficet immediately.
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riskoas shall e ounpoocuralde as atoresand, ds beine plaeed wath

ned Unnuthorized insarers, rothe amourts and percentues st
forth i the afidavit. Suel named unauthorized nsurer shall.
Lowever, hefore aveepting avy ris v this Stater deposit with the
comnilesioner United States rovernmuoent bonds i an amount ae-
ceptable to the conmussioner. which <hall he Leld by said commis-
siotier for the bhenefit of New Jersev polievhiolders only and the
surplue lres acent shall procure from such unauthorized insurer
and file with the commissioner a certified copy of ite curvent annual
statement of finanecial condition. Tf =uch deposit 1s made and the
statement reveals. includine hotli eapital and surplus. net assets of
at least §500,000.00 consgisting of at least $300,000.00 liguid assets,
then the surplus lives acent maxy proceed to consummate the con-
traet of 1msurance. Whevever anrv insurance risk or any part
thereof 1s placed with an unauthorized insurer, as provided herein.
the policy. hinder or cover note shall bear conspicuously on its face
in holdface type the following notation: “All or some of the in-
surers participating in this risk have not heen admitted to transact
business i1 the State of New Jerzev. nor have they heen approved
as a surplus lines insurer by the insurance comiissioner of this
State. The placing of sueli msurance by a duly licensed surplus
linies agent in this State shall not he eonstrued as approval of such
ingurer by the insurance coinmigsionier of the State of New Jergey.”
All other provisions of this Title shall apply to such placement the
game as 1f such risks were placed with an eligible surplus lines
insurer.

2. This act shall take effect immediately.

STATEMENT

This hill allows insurance exchanges with capital and surplus of
not less than $35.000,000.00 in the aggregate to qualify in this state
as gurplus lines insurers.

Florida, New York and Tlhinois currently have insurance ex-
changes. This hill will increase the amount of surplus lines

insurance coverage available in this State.

INSURANCE—PROPERTY AXND CASUALTY
Allows insurance exchanges to become eligible surplus lines

insurers.

| $2439 Q?f%)
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STATE OF NEW JERSEY

DATED: JUNTE 22, 1957

As amended by the Assenmbly Tuxurance Committee, this bill provides
that any insuranee oxhance ereated by the laws of an individual state
may he approved by the Comniizsioner of Tusuranee as a surplus lines

insurer under ‘‘the surplus lines law.”’

Insurance exchances would he
required to maintain capital of $£35,000,000.00 iv the avarecate, Tho
bill requires that individual syndicates maintain minimum capital and
surplus of not less than $2,000.000.00 if they are in insurance exclanges
whicll maintain a guaranty fund for polievholders. In the case of iu-
surance exchanges which do not maintain anry guaranty fund for
poliexholders, each syndicate would be required to have capital and
surplus whieli is not less than twice the amount of minimum capital
and surplus required for like admitted insurers. No exchange would
be permitted to he a member of the New Jersey Surpluc Lines In-
surance Guararty Fund created pursuant to P. L. 1984, c. 101 ((C.
17:22-6.70 et seq.).

Insurance exchanges have heen established in three states, Florida,
Tllinois. and New York. Exchanges operate in a similar inanner to the
Llovd’s exchanyze in London. The exchange is composed of individual
syndicates which write various lines of business. The svndicates arve
composed of underwriting weibers and broker members which place
the business. Synudicates are made up of a managing partuer and other
partners who can be insurers or individuals. The exchanges are au-
thorized by statute and have their own underwriting rules and methods
of operation. Initially, the authority of the exchanges to write business
was limited to reinsurance and other tyvpes of limited coverage. Sub-
sequently, however, the statutory authority of most exchanges was
augmented to permit them to write direct iusurance business.

The bill requires the exchange to maintain an aggregate capital of
$35,000,000.00 and each individual syndicate to maintain capital and
surplus of at least $2,000,000.00 or twice the amouut of the capital and
surplus required for admitted insurers, depending upon whether or not

the exchange has a guaranty fund. At present, eligible surplus lines




insurers are required to maintuln capital and surplus wihicl is o least
twice the amount of nunlumw eapital and surplus reguired o0 il
admitted insurers. Ir New Jersey, stocli insurers are reaqubred o
maintain paid-in capital stock of at least §2,000,000.00 and surpius o
$1.000,000.00 aud mutual insurers are required to maintall ret cush
assets of at least &3,000.000.00 for writing casualty insurarce,

The purpose of the legislation generally is to inmerease nurancs
capacity in this State by providing another source of insuvance

coverage.
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SENATE LABOR, INDUSTRY AND PROFLSSIONS
COMMITTEE

STATEMENT TO

SENATE, No. 2439

witli Senate comnitttee amendments

STATE OF NEW JERSEY

DATED: OCTOBER 20, 1986

This bill allows insurance exchanges to qualify in this State as
surplus lines insurers under certain conditions. Insurance exchanges
would qualify if they maintain capital and surplus of not less than
$35,000,000.00 in the aggregate. For insurance exchanges which main-
tain funds in an acceptable amount for the protection of all insurance
exchange policvholders, each individual svndicate must maintain mini-
mum capital and surplus of $2,000.000.00. If there is no such fund,
each individual syndicate must maintain at least twice the capital

and surplus of an admitted insurer in the state in which it is located.
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