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ASSEMBLY, No. 2273

STATE OF NEW JERSEY
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INTRODUCED JUNE 25, 1034

Assemblenien M. ADUBATO, 'G,\I_I;n, KARCHER, DEVERIN,

ADUBATO, LOVEYS. La ROCCA, OTLOWSKI (UPROW-
SKI, THOMPSON, Assembly‘wo_ﬁlan i"v.\RTIN', A_ssem}blymen
VAINIERI, BROWN. FLYNN. MV ARSELLA, FORMAN,

DORIA, CHARLES, RANTERL GIRGENTI, “ELLECCHIA and
SCHWARTZ

A Acr concerning the insolvency of certin surplns lines insurers,
creating a New Jersev Surplus Lires [nsurance Guaranty Fund,
amending P. L. 1974, ¢. 17 and supplementing sections 6 through
31, of P. L. 1960, ¢. 32 (C. 17:22-6.40 through 1T:22-6.63).

BE 1T BNACTED by the Seunate and . General dssembly of the State
af New Jersey:

. (New section) This act shall be known and may be cited as
the **New Jersey Surplus Lines Losurance Gnaranty Fund Act.”

2. (New section) The purpose of this agt is to provide a mecha-
pizm for the payment of covered claims under certain insurance
puolicies issued by oligible surplus lines insurers: to avoid excessive
olays in the pavment of the covered cluims aeainst insolvent
eligible nonadmitted insurers: and io avoid financial loss to
claimants or polieyholders beeanse of the iusolvency. of an eligible
nonadmitted insurer.

This act :hall apply to all lines of direct insurance authorized
nnder R. 3. 17:17-1, except workers’ compensation insurance,
title insurance, surety bonds. cradit insuranze, mortgage guaranty
‘n-nrance. municipal bond coverage, ddelity inmmrance. investment
vetarn assurance, and De2an marine ‘asvrance. This act shall also

not apply to reinsurance of any kind

Matter printed in italica thus is aew matter,
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Llsaranee truaranty Association created parsuant o Po Lo 1974,
c. 17 (C. 17:30A-1 etseq.). i -

b. “Covered claim” means an unpaid claim, including for

unearned nremiums, which arises ont o 'nd i= within the coverage,
and not in excess of the applicable limir< nf an inzuranse policy to
which this act applies, and which is issued by a member insnrer
determined to be an insolvent insnrer An or after the offective date
of this act. if (1) the claimant or policyholder is a resident of this
State at the time of the nceurrence of the ‘n-urest event for which
a claim has been made, or 12) the property rrom which the claim
arises is permanently located in this State. **Covered claim’* shall
not inciude any amount due any reinsurer, insurance pool or
underwriting association,-as sibrogation recoveries or otherwise,
except that a elaim for :m saeh amonnt, oscorted neainst a nerson
msnred ander a poliey issued by U rwember instizer which has
become an insolvent insurer, which, if_it were uot a claim by or—
for the benefit of a reinsurer, insurer, insurance pool. or under;
writing association, would be a ‘‘covered elainy,’ may be filed
directly with the receiver of the insolvent insurer; but in no event
may any such claim be asserted in anyv leeal action against the
insured of that insolvent insurer. **Covercd ¢laim’’ shall also not
include amounts for interest on unliquidated claims, punitive
dammages unless covered by the policy, counsel fees for prosecuting
sults for claims against the fund, and assessments or charges for
failure by an insolvent insurer to have expmlitiou_sly settled clamis.
failure by an insolvent insurer to have expeditiously settled claims.

c. “Fund’” means the New Jersey Surplus Lines Insurance
Guaranty Fund created pursuant to section 4 of this act.

d. ““Insolvent insurer’’ means an insurer which was an eligible
surplus lines insurer at the fime the insurance policy was issned
or wheu the insured event oceurred, and which is determined to be
insolvent bv a court of competent jurisdiction. **Insolvent insurer”
does not include an admitted insurer issuing insurance pursuant to
section 10 of P. L. 1960, e. 32 (. 17:22-6.44).

e. “*Member insurer’’ means an eligible nonadmitted or surplus
lines insurer renuired to be a member of, and that is subject to

assessments bv the fund.

B

ety

*Net «lirect written preminms’ means direct zross premiums
on insurance policies written hy a surplug lines insurer to which
ihis aet apnlies, less return premiums thercon and dividends paid

or eredited to polievholders »n that divect business. If a policy
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pUPDescs. N Tt oortion of the premium
<ubjeet to the premium receipts ta¥ levied in accordance with
section 23 of P. L. 1960, ¢. 32 ((C. 17:22-6.59). > Net direct written
nreminms ™ o not inelude preminnes on cont-r -tz hetween wsurers
0T reinsnrers.

g. “*Surplus. lines insurer’’ means a nonasimitted insurer ap-
pmved as an eligible nonadmitted or nnasitiarized insurer pursuant
“to section 11 of P. L. 1960, c. 32 i (1 17 :22-6.43),
+. {New section) There is ereated a nii-ate nonprofit nnincor-
norater lecal entity to be known as New- Jersey <S{11"p1us Lines
Insurance Guaranty Fund. All surplus Linex tnsurers shall be and
remain member insurers of the fund a+ » condition of Hlelr con-
tinued eligibility .pursuant to <ection i1 of voL iﬂﬁO, e 3%
(017 226450, 7.\[ember>‘hih in the fund <m0l be o oondition for
eligihility issued on or aiter ~he oifoetive <Lite of thig aet. The fund
~hall be managed and administered by the New Jervey Property-
Liability Insurance (ruaranty Association. Tlhe mssociation shall
~nxerdize all of the powers vested in the "nnad under this aet, and
~uch other powers as may he necessary or anpropriate to the
fulfilling of its revponsihilities under this aet. The association shall
adminizter the atfairs of the tund in accordance with its plan of
operation adopted pursuant to section 9 of P. L. 1974, e 17
(C. 17:30A-Y) insofar as the provisions of that plan are not
ineonsizteur with the provistons of thiy aet, and subject to any
amendments to the plan as may be ucce-:ary or appropriate to
etfectuate the purposes of thix aet,

5. (New section) a. The fund shall:

(1) be oblizated to the extent of the vovered claims against an-
insolvent insurer-incurred prior to or 30 days atter the determina-
tion of insolvency, or hefore the policx expiration date, if less than
30 davs after that determination, or betfore the poliecvholder re-
places the policy or causes its cancellation, if he does so within 30
davs of the determination. The tand’s obligntion Yor covered elaims
<hall not be 2raater than $300.000.00 per oceurrence, subject to any
applicubie deductible contained in the policy. The commissioner
may adjust the payments for covercd claims bused on the monies
available in the fund. In no e¢vent shall the tfund be oblicated to a
policvholder or claimant in exeess of the limits of lability of the
insoivent insurer stated in the policy from which the claim arises;

{2Y be dleemed the insurer to the extent of itz oblization on the

covered eiaims and fo such extent shall have all rights, duties, and
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16 obligations of the insolvent insurer ais if tire insurer had not become
17 insolvent;
18 (3) assess member insurers in accordunee with scction 6 of this

19 act in amounts necessary to pay:

20 (a) bbligatiorns of the fund under paragraph (1) of this
B ::11}\6:,opﬁnn: . 7 -

20 (b) expe_nsés of handllng covered Clalms.‘

23 (c) anyv other expenses incurred in the implementation of
24 the provisions of this act; -

25 (4) investigate claims brought azainst the fund and adjust,

. 26 compromise, settle. and pay covered ciaims to the extent of the
= 27 tfund’s obligation and deny all other cialms, and mav review

2% settlements, releases and judgments to which the insolvent insnrer
29 or its polievholders were parties to Jdetermine the extent to which
30 the seftlements, releases and judgments may be properly contested:

— 31_  (5) notify those persons as the commissioner directs under

32 section 8 of this act.

33 {6) handle claims through the association’s emplovees: and -
34 (7) pay the other expenses of the usz-ociation in administering

35 the provisions of this act.
36 b, The fund may:
37 (1) sue or be sued; )
18 (2) ne‘gotiate and become a party to those ‘contracts which are
39 necessary to carry out the purpose of this nct: ' -
10 (3) perform those other acts which are neces<arv or appropriate
41 to etfectnate the purpose of this act: and
42 (4) refund to the member insurers in proportion to the contribu-
43 tion of .éach; member insurer that amount which the -commissioner
4  determines to be in excess of the needs of the fund. ]
1 6. (New section) a. In order to provide the monies necessary to
2 meet the tund’s obligations and expenses under this aet:
3 {1} each member insurer including a suryius line insurer made
4+ elivible on or after the effective date oY this act, shall nake an

o

5 initial one time payment of $23,000.00 to te made to the fund

6 within 60 days of the effective date of this act: and

7 {2} each member insurer shall be assessed in any yvear in which
2 assessments are required. in the proportion that the net direct
d written premiums of the member insurer {or the calendar vear
i0  preceding the assessment bear to the net direct written preniums
11 of all member insurers for that calendar vear. The amount of the
12 gssessment shall be determined by thie commissioner in accordance
13 with the oblizations and expenses of the fund, =xveept that the

14 ‘nidal anoual assessment for 1984 ander this taragraph :hall he
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4% of each member insurer’s

net Jdirect writien nreriams Jor the

calendar seading the as<ossment, 4 oh s -e~anent shail ha

TRAY O

remitted to the rund for the tull vear by »wh menber insurer

within 60 davs of the etfective date ol this der, 1

Azzesanionts mo

pursualit to this paragraph’shall not in any vear exceerd 4% of a

member insurcr’s net direct written preininus Yor tue calendar
vear preceding the assessment. Atter December 11, 1984, one

nquarter of the annual assessment <hali be vemitted by each member
insurer to the fund veryv three months, ax nre<cribed by the com-
tnissioner. Hach member insurer shall be notitied of the assessment

ol

not later than €0 +lavs hefore it i (e,
ment mav Le, ivom fime-to-tlme, sl ted,
tuted by the commissioner, as he may ieein necessary to meet the
current and projected obligations and c:\'pwn,-tm:)t' the fund. -

h. The fund -mav, from time-to-time. borrow monies- from the
New Jersev Property-Liability Insurance (fnaranty Association
to pay the fund’s obligations and expenyes under this aet which

The

azgregate amount owed by the fund to the association shall at no

are in excess of the monies availablie to the fnnd theretfor.

time exceed $10,000,000.00, exclusive of interest charges. Monles.
borrowed under this subsection shall be ;-aid hack to the association
in accordance with a payment schedule approved by the commis-
sioner. An interest charge of 6% per annmumn =iail levied on all
monies borrowed under this subsection. |

7. {New section) The commissioner :nav, alter notice, suspend
the eligibility of a member insurer that fails to pay an assessment

under section 6 of this act when due. nr unv interest aceruing

Pt

‘thereon, or fails to comply with the appls & provisions of the

plan of operations. The commissioner mav, aiter notice and hearing

i accordance with the © Administrative Frocedare Aet,”” P L. 19638,
e 410 (L 021481 et seq.), withdraw tie vliginidity of that insaver.

interest shail be charged on the “meiat o nnpnid assessment
subjeet to the provisions of this sectim. Ve interest chiarge shall
be at fhe eurrent market rate of interes<t, w<iny an index or indexes

to be selected by rhe comunizsioner, win! <l be pavable at the

- ‘>|
AT

tnre the unpaid assessment is pald to the ©

Elivibility of a surplus ilines msuver -null not be iestored or

reissued nnti all momes owing nnder rins <eerion have been paid

to the fund.

<. i New section; The comiis<ioner <iuisl:

1ty che funet of the exiatenes 0 w0 soscent saducer not

H . RN L .. e, . JLES N HEr S P .
Rvee favs atior e recerves acieea of The determination
Laanivaney, Do Tuad ul e cnrber tooa cony of anv
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coniplaint seeking an ovder of liquidution with a finding of inzol-

. \
venes aonigst oo b

psarear ot the aame tane that such com-
int s ed vith et of conmn crent Jurisdietion;

bo Order the termination of all 'n foree policiex of an insolvent
m=urer within 30 davs of the (ate-ot deripmiaation of the insol-
Verney; ' | )

¢ooupon rvqu’(éet.‘prr)vide the fund with a statement of the net
direct written premiums of vach member insurer; Lma

d. order surplus lines agents te uwotify, within five days of the
date of the order, the polievholders of the insolvent insurer and
:111}* otier interested parties of the determination of insolvency and
af theie vight< ander this act. Notification shall be by mail at rheir
fast mown address, where avadable, but o suficient information
for notification by mail is not available, notiece by publication in a
uewspaper of general civenlation shall be sufficient.

0. (New ~ection) . Any person recovering under this act shall
be deemed to hiave assigned hix vights under the poliecy from which
the ddaim arose fo the fund to the extent of his recovery from thie
fund. HEvery nolicvholder or claimant seeking the protection of
this act shall eooperate with the tund to the same extent as that
person would have been required to cooperate with the insolvent
insurer. The fund <hall have no cause of action against the
pulievholder of the insolvent wmsurer for any sums it has paid out,
except for those causes of action as the insolvent insurer would
fave had i rhe sumis bad been pawd by the insolvent insurer. In
rhie case of ap insolvent lusurer-operating on a plan wifh an assess-

went iabtlity, payments of claims by the fund shall not operate to

reduce the lability of policvholders to the receiver, liquidator, or
staratory ~nceessor for nnpald assessments,

». The reveiver, lignidator, or <tatutory successor of an insolvent

insurer shall be bhound b+ zettlements of covered elaims by the fund

or its representatives. The court having jurisdiction shall grant the
covered eclaims paid by the tund priovity, against the assets of the
ingolvent insurey, over any claims against the assets of the insolvent
insurer by claimants having veeeived any pavieent from the fund
for the covered elaims, to the extent of the amount of the pavments
made by the fund. The cxpenses of the fund in handling claims
shall be aceorded rhe <atae priority as the liguidator s expenses.

2. The rand snall periadically file with the receiver or liquidator
of the insolvent insuyer statements of rhe covered claims paid by

the rnd and estimares of anticipated claimsg on the Yand which shall

" che fad asalnst tie assets of the insolvent
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_ 30 insurer covered by this act shall permit nceess by the fund or -

representative to all of the insolvent insurer’s records whieh wr. -

g w
—

- - 32 assist fthe fand in eavesing out rs Dinetions aonder this er
vegard to coversd claimss Ty o iirien, the Hentdator, veeciver
34 statutory suceessor <hall provide the fund orv its representar’--

35 with copies. or permit copies to ha made of the insolvent insar

2

so . records upon request, and at the expense of the fund.

1 10. t New zectinn) Any nersen boving o ooverad olaia rthat oo
-~ 2 be recovered from inorve than one ‘nsnrance guaranty associar ¢ -

or its equivaleut, <hall seek recovery st {rom the nssoclation -

- o

the place of residenice of the policrhiolder it ~he tine of the insnr

"
o

event, except that if 1t is a Avst party claim for damage+o vrope=—

e

ot P

with a permanent loeniion, he <indl ook corovers Arsr frow v

i Toassociation of the nrixdietion nowhich the propertv is toeatsd. Yoo
3 R recovery ander This aet shall he rednesd by the amennt of recovess

9 from anv other insuron o guaranty ossociation: excepr that, 7

10 recovery is denied or doferved by that assoeciation,.a person rmas

11 proceed to recover from anyv other insranee guaranty association.
12 from which recovery may be Jegally wonght.
1 11. {New sectioni [u the event the commissioner has suificien:

2 basis to helieve that the finaneial condition of a member insurver i<

o]

hazardous to the polievholders or rhe publie, the commissionsr

-

shall request the approprinte vegulator anthority of the domict-

<t

hary jurisdietion ot that member insneer to examine and repor

f=p]

hack to the commissioner on the finaneinl eondition of the memhber

-1

nsurer.

—

12. (New section) The fun:d <hall he inbieet to examination and
2 regulation by the commissioner. The azsoel:ition, dn behalf of the

fund, shall submit. not later than Mareh 31 of each vear, a finaneral

I

report tor the precoding lenday vone in ot

1

Lanproved by the

commissioner.

U

p—

3. iNew section; There <haell be no linbility on the part »f, and

2 -no cause of action of any natiire ~hall

20 ngainst any member
msurer, the tumd. the associarion o irs el of Jfreetors, or agont-
4+ ‘or employe~s, ov the o missianer ov bis representatives for any
5 action taken by them in the oorfarmance o thelr powers and duatie-

5 under this aet.

1 14, (New zection: A sorioyinaieer soodl inetude on the applicn-
2 ton and on the face of b oaalee e cortiffeare for insuranes
3 subjeet to this act, s notive v e e teny the saiiey overage has the

4+ protection of the ow

ines Tnvmrance (nrant

e nsarer heeomes hankrmpt o

o

Fund, if the eligihle -1




6 insolvent. A niember insurer or an’agent or hroker may advertise -

~1

.- ' that policy coverages offered by a member insurer and subject to

5

the provisions of this aet nire nroractad hy the New Jersey Surplus

9 Lines Insuvance Guarant~ Fund ~tonid the surplus tines insurer
10 become bankrupt or insolvent.

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

- , 2 vead as follows:
3 6. There 13 created a privite nouprofit nnincovporated legnl

4 entity to be known 2s the YNew Jersoy Property-Liability Tusurance
5 - Guaranty Association. All insuvers defined as mewmber insuiers
6 in section 3 f. shall be and remain nembers of the association as
7 a condition of their authorit:” to fransact msurance in this State. -
3 The associntion zhall perform its funcrions nader a élan of opera-
fion establizhed and wnproved ander seetion 9 and shall exercise
o~ 10 its powers through a board of directors established under seetion 7.
il The association is «lso wthorized nd <hail have all of the poiwers
12 mecessary and czrppropr&:#:*of the management and cdmonistrotion
13 of the affairs of the New Jersey Surplus Lines Insuranee Guaranty
14 Fund in accordance 1with the prorvisions of the ' New Jersey Shur-
15 plus Lines Insurance Guaranty iund dct.”” P. L. L
16 (C. ) J (now pewding before the Legistuture as this
. - 17 bidl).
; 1 16. This act shall take ~ffeet imniediately.

STATEMENT

The purpose of this bill iz to deai with the imwinent declaration

of insolvency of the Ainbassador Tnsurance Company, as recoin-

mended by the Commissioner of Banking and Insurance of the State

of Vermont.

Althongh domiciled in Vermont, the Awbassador I[nsurance
Company, prior to itz placenient in receivership on November 10,
1953 bv Vermont.‘; Comrnissioner of Banking and Insurance, wrote
;1pproxilna.tely 2557 of its property and casualéy book of husiness
_ . i ' in New Jersey as a sarpluz hines cavrier. Pollowing placement of
the Ambassador Insurance Company in vecetvership, it has heen
iletermined that, to date, there are 5,144 outstanding claims in-
colving New Jersey policyhelders or claimants. The dollar amounr
af these claims have “een e3timated to ne between %10 million and

: 312 million. The policvighders involved vun the zamut from indivi-

-

dnal honieowners, ro simall retail »stablishnments to several hundred

governmental -=nrtities, ineluding municipal police lepartments,

; housing aathorities and mprovement authorities.

.
H
o
I




-~J

10

B W N =

© W N o, Ot

10
11
12

14
15
16
17

8

insolvent. A niember insurer or an agent or broker mav advertise
that policy coverages offered by a member insurer and subject to
the provisions of this act are protected by the New Jersey Surplus
Lines Insurance Guaranty Fund shounld the surplus lines insurer
become bankirupt or insolvent.

15. Section 6 of P. L. 1974, ¢. 17 (C. 17:30A—6) is amended to
read as follows:

6. There is created a private nonprofit unincorporated legal
entity to be known as the New Jersey Property-Liability Insurance
Guaranty Association. All insurers defined as member insurers
in section 5 f. shall be and remain menibers of the association as
a condition of their authovity to transact insurance in this State.
The association shall perform its functions under a plan of opera-
tion established and appioved under section 9 and shall exercise
its powers througlh a hoasd of directors established under scction 7.

The association is also authorized and shall have all of the powers
necessary and appropriate for the management and administration
of the affairs of the New Jersey Surplus Lines Insurance Guaranty

Fund in accordance with the provisions of the *“New Jersey Sur-

plus Lines Insurance Guaranty i'und Act,”” P. L. , C.
(C. ) (now pending before the Legislature as this
bill).

16. This act shall take cffect iinmediately.

Srovsers'  STATEMENT

The purpose of this bill is to deal with the imminent declaration
of insolvency of the Ambassador Insurance Company, as recom-
mended by the Commissioner of Banking and Tnsurance of the State
of Vermont.

Although domiciled in Vermont, the Anibassador Insurance
Company, prior to its placement in receivership on November 10,
1983 by Vermont’s Corunussioner of Banking and Insurance, wrote
approximately 25% of its property and ecasualty book of business
n New Jersey as a surplus lines carrier. Following placement of
the Ambassador Insurance Company in receivership, it has been
determined that, to date, there are 3,144 outstanding claims in-
volving New Jersey policvholders or ciaimants. The dollar amount
of these claims have been estimated to be between $10 million and
$12 million. The policvholders 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.

A2275(1939)
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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 seck a declaration of insolvenecy
against Ambassador. Ambassador’s insolvency would of course
jeopardize the chances of substantial recovery of the claim amounts
of New Jersey claimants, as well as, in the case of liability claims,
materially injure Ambassador’s New Jersey poliecyholders.

The bill is patterned after the ‘‘New Jersey Property-Liability
Insurance Guaranty Association Aet,”” 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. Imitial levies by the fund are as follows. Kach 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
COMMITTEE

STATEMENT TO

ASSEMBLY, No. 2273
STATE OF NEW JERSEY

DATED: JUNE 28, 1984

This bill ereates the New Jersey Surplus Lines Insurance Guaranty
Fund to provide some protection to polievholders of" eligible surplus
lines insurers which become insolvent. The hill applies to lines of direet
insurance, with certain exceptions.

All eligible surplus lines insurers with whom New Jersey insurance
business is placed will he member insurers of the I'und and will make an
initial one time payment of $25,000.00 each and be aszessed in any vear in
which assessments are required on the member insurer’s net direct
written premiwus in the State for the calendar year preceding the
assessment. The assessment for the first year will be 4% and thereafter
the assessment will be deternnned each vear but it can’t exceed 4%. The
bill also allows the fund to borrow up to $10,000,000.00 from the New
Jersey Property-Liability Insurance Guaranty Association which
administers the guaranty fund which protects property and hability
policyholders of domestic or licensed insurers which become insolvent.
Any loan will be paid back by the fund in acecordance 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 eligible surplus lines insurer who becomes insolvent on or
after the effective date of this bill if the claimant or polieyholder 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 polieyholder to the

extent of his recovery from the fund.



OFFICE OF THE GOVERNOR

NEWS RELEASE

TRENTON, N.J. 08625 :
Release: FRIDAY, JULY 27, 1984

CN-001
Contact: CARL GOLDEN
609-292-8956

Governor Thomas H. Kean today signed législation to aid some 3,000
perSons in New Jersey in collecting $12 million in claims owed to thém by the
Ambassador Insurance Company of Vermont, a firm in danger of being
declared inson;ent.

The bill, A-2733, was sponsored by Assemblyman Michael Adubato,
D—Esse'x. »

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 bili 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 corppanies 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 fﬁnd which cﬁrrently has a surplus;'.of some $35 million.

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

New Jerseyarié who hold policies with the Ambassador firm.



STATE OF VERMONT DIVISIONS OF:

DEPARTMENT OF BANKING AND INSURANCE BANKING

MONTPELIER 05602 ' INSURANCE

TEL.L 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.

The 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, CFrE
Chief Examiner
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