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ASSEMBL Y, N~o. 1951

STATE OF NEW JERSEY
INTRODUCED JULY 28, 1980

By Assemblymen BORNHEIMER and DEVERIN

Referred to Committee on Banking and Insurance

AN ACT concerning surplus lines insurance, ·[and]e amending and

supplementing P. L. 1960, c. 32-, and making an appropriation

therefore.
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BE IT ENACTED by the Senate and General Assembly of the State

of New Jersey:

1. Section 7 of P. L. 1960, c. 32 (C. 17 :22-6.41) is amended to

read as follows:

7. As used in this surplus lines law:

(a) "Surplus lines agent" means an individual licensed as

provided in this chapter to handle the placement of insurance cov­

erages on behalf of unauthorized insurers.

(b) "Surplus lines insurer" means an unauthorized msurer In

which an insurance coverage is placed or may he placed under this

surplus lines law.

(c) To "export" means to place in an nnauthorized insurer under

this surplus lines law, insurance covering a subject of insurance

resident, located, or to be performed in New .Jersey,

(d) "Commissioner" means the Commissioner of [Banking and]

Insurance of the State of New Jersey.

(e) "Certificate of insuran,ce" means permanent evidence of in­

S'L£rance • on a form approved by the commissioner ande issued by

a surplus lines agent who has f!led evidence of his binding authority

with the commissioner on behalf of an alien insurer. When issued

other than on behalf of an alien insurer, the certificate of insurance

will be treated as temporary evidence of insurance, pending the

iss'uance of a policy.

(f) "Cover note," "binder" or "confirmation of insu1'ance," means

temporary evidence of instwance, to be replaced by a policy or ce1'­

tificate of insurance,
ExPLANATION-Matter enclosed in bold-faced brackets [thus] in the above bill

is Dot enacted and ill intended to be omitted in the law.



1 2. Section 8 of P. r~. i960, c. :32 ((;. 17 :2::--G.42) IS Hlllended to

2 read as follows:

3 8. If -certain insurallce coverages of subjects resiclellt, located,

4 or to be perforlllecl in this State CUllllot be procured front alltho­

5 rized insurers, suell coverages, llereinafter designated "surplus

(3 lines," filay be procure(l froIll 1111autl10riI'Jed insurers, s11hject to the

7 follo\ving COIlditions:

8 (a) The insurance nlust he elig'ihle for export uncleI' section 0

9 of tllis act;

10 (b) The insurer ml1st be an eligible SllrI)lus lilles insurer under

11 section 11 of this act;

12 (c) The insurance must be so place(l througll a licensed Ne\v

13 Jersey surplus lines agent wllose offiee and records are TI1aintained

14 in New Jersey; and

15 (d) Other applicable provisions of this 8111'1)1118 lines la\v must

16 be conlplied witll.

17 (e) No surplus l:i1'~es agent shall exercise bi-nding authority i1~

18 this State on behalf of a1~Y it~s1l/rer unless the agent has first filed

19 with the commissioner *[a copy oll* *and the commissioner has

20 approved* the written agreement betu;een- the agent and the insurer

21 setting forth the tertns, conditions and li1nitations goveTnilJzg the

22 exercise of the binding authority by the agent. A copy of any

23 amendments to the agreen'tent and of any notice of cancellation or

24 termination of the agreement shall be filed by the agent with the

25 cOtnn1,issioner no later than *[30]* *5* days after adoption thereof.

26 The agreen'tefnt filed pu-rsuant to this section shall be conside1"ed

27 and t1"eated as a confidential docun~entJ a1zd shall not be available

28 for -inspecti011, by the public.

29 l'1te agreen'te1~t shall i1zcl1.lde the followin.q items:

30 (1) A desc'j"'iptio1Z of the classes of insura1zce [014 which the agent

31 holds binding atlthority;

32 (2) The geog'raphical liru'its UIJo'n the exerCise of binding au-

33 thority by the age1lt;

34 (3) The 111,axi'1n'l,l'l'n dollar lil1~itation on the b'i1~ding a'uthority of

35 the age1nt for anyone 14 isk for each class of i1zsu.ran,ce 'UJ1'itten by

36 the agent;

37 (4) The maxin1,'ltm policy period lor which the agent 1nay bi'nd

38 a risk;

39 (5) If the bind'i1~g a1lthor'ity is delegable b!J the age/nt, a IJrollJibi­

40 t-ion against the delegati01~ fUJ,zthotlt the pr'ior 'lvTitte-n apptt"oval of

41 the insurel·*=1~[;]** **.**

42 *[(6) A provision in thefollolvin,g or substa1~tially comparable

43 language:
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44 "It is understood and agreed that all insurance placed pw'-

45 suant to this agreement on subjefJts of insurance resident,

46 located or to be performed in the State of New .Jen;ey, shall he

47 effected and written in accordance with the {surplus lines

471\ law'. "T'
48 If an agent who is qualified in acc01'dance with this section to

49 exercise binding authority on behalf of an insurer delegates the

50 binding authority to any other agent, the agent to whom the au­

51 thor-ity is delegated shall not exercise the same until a copy of the

52 instrument delegating the binding authority skall first have been

53 filed with ""and approved by'" the commissioner. The instrument

54 delegating the binding authority shall include an identification of

55 the binding authority agreement between the delegating agent and

55A the insurer.

1 3. Section 13 of P. L. 1960, c. 32 (C. 17 :22-6.47) is amended to

2 read as follows:

3 13. ·Within [21] 30 "'business'" days after the effectuation of any

4 surplus lines insurance the surplus lines agents shall file with the

5 commissioner:

6 (a) A copy of the [hinder,] cover note, certificate, policy or

7 other confirmatioll of insurance showing the identity amI location

8 of the subject of the proposed insurance: llame and address of the

9 proposed insured; name of proposed insurer or insurers: perils to

10 be covered; form or type of policy or contract under which to be

11 insured; any special or additional coverages or conditions; amoU11t

12 of premium or rate, and such other pertinent information as the

13 commissioner lllay reasonably requir0: and

14 (b) The affidavits of the broker and the surplus lines agent, on

15 forms as prescribed and furnished by the commissioner, as to

1G efforts made to place the coverage with authorized insurers and

17 the results thereof, except that no such affidavit shall be required

18 for those coverages, risks or classes of insurance declared eligible

19 for export by the commissioner pursuant to section 9 of this act.

20 U[(c)]** The affidavit of the broke~' in a surplus lines insurance

21 transaction shall be filed with the surplus lines agent within 10 days

22 of the effectuation of any surplus lines insurance placement. A.

23 broker who fails to file the affidavit within the prescribed time is

24 subject to the penalties provided under section 27 of P. L. 1960, C. 32

25 (C. 17:22-6.61).

1 4. Section 16 of P. L. 1960, c. 32 ~ C. 17 :22-6.50) is amended to

2 read as follow~:

3 16. "'[0,.]'" Upon placing a surplus line coverage, the surplus lines

4 agent shall promptly issue and deliver to the insured evidence of
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5 the insurance consisting either of the ·policy as issued by the in­

G surer or, if such policy is not then available, a certificate of insur­

7 ance, cover note, or other confirmation of insurance, as p1"ovided

8 in this act. Such dowment shall Le executed or countersigned by

9 the surplus linE's agent and shall show the description and 10catio11

10 of the subject of the insurance, cOH~rage, conditions and term of

11 the insurance, the premium and rate charged and taxes colJecte<l

12 from the insured, alHI the lwnH' awl address of the insured and

13 insurer. If the direct risk is assumed by more than one lllsurer,

14 the doclUuent shall state the name and address and proportion of

15 the entire direct risk assumed by each insurer.

16 No surplus lines agent shall issue any such document, or purport

17 to insure or represent that insurance will be or has been granted by

18 any unauthorized insurer unless he has writtell authority from the

19 insurer for the insurance, or has received [information] confirma­

20 tion from the insurer in the regular course of business that such in­

21 surance has been granted, or an insurance policy or ce1"tificate of

22 insurance U[as provided in subsection b. of this section]" pro­

23 viding the insurance actually has been issued by the insurer and

24 delivered to the insured.

25 If after the issuance and delivery of any such document there is

26 any change as to the identity of the insurers, or the proportion of

27 the direct risk assumed by the insurer as stated in the original

28 certificate of insurance, cover note or confirmation of 'insurance, or

29 in any other material respect as to the insurance coverage evidenced

30 by such a document, the surplus line.., agent shall promptly issue

31 and deliver to the insureL1 a substitute certificate of insurance, cover

32 note or confirmation, or endorsement for the original of such docu­

33 ment, accurately showing the current l;tatus of the coverage and

34 the insurers responsible thereunder. No such change shall result

35 in a coverage or insurance contract which would be in violation

36 of this surplus lines law if originally issued on such basis.

37 If a policy issued by the insurer is not available upon placement

38 of the insurance and the surplus lines ag-ent hal; issued and delivered

:i9 a certificate of insurance U [,]** U on behalf of other than an alien

40 il1S'lWe1', Q1' aU cover note or confirmation, as hereinabove provided,

41 the surplus lines agent shall as soon as reasonably possible, and

42 in no event later than ·[60]* *90· days after placement of such in­

43 surance, procure from the insurer its policy "[or certificate of

44 ins'lwance]U *[as provided in subsection b. of this section]'~

45 evidencing the insurance and deliver the policy to the insured in re­

46 placement of the certificate of insurance, cover note, or confirmation

46A theretofore issued.

.J
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47 "[b. If the insurance is placed with Wit alien insU1"er or if insurance

48 is issued in excess of the insurance and the alien insurer does not

49 make a policy available within 90 days after" tlie placement of cO/j­

50 erage, the cer·tificate of ins1trance, issued and deli1;ered by the SUl"­

51 plus lines agent as r'cquired by this s(jction is s1h1ficient cunjinnation

52 of insurance. If the stlrplus lines agent tssues a cover note as COll­

53 firmation of insurance, he shall as soon as reasonably possible, and

54 not later than 90 days after placernent of the insurance, issue and

55 deliver to the insur'ed a certificate of insurance. If inst~rance in

56 excess of the coverage provided by an alien ins1lr"er is issued by a

57 domestic or foreign insurer, a certificate of inswrance issued by

58 the domestic or' foreign insurer shall be sufficient confinnation of

59 insurance until a policy is issued by the alien insurer.]·

60 "[c.]" Any surplus lines agent who issues a false certificate, cover

61 note, binder or confirmation of insurance 01' false endorsement

62 therefor, or who fails to notify the insured promptly of any ma­

63 terial change with respect to such insurance aud deliver as soon

64 as reasonably possible to the insured a substitnte certificate of in­

65 surance, cover note or confirmation, 01' endorsement as provided

66 in paragraph 3 [shall be guilty of a misdemeanor] commits a crime

67 of the fourth degree.

1 5. (New section) Every certificate of insunmce shall contain or

2 have attached thereto a complete record of all policy insuring

3 agreements, conditions, exclusions, clauses, eudorsements or any

4 other material facts that would regularly be included in a surplus

5 lines policy.

1 **["6. (New section) If, at any time, any unauthorized insurer

2 then on the list of eligible surplus lines insurers fails to provide

3 r'easonable information or statistical data requested by the com­

4 missioner, or fails to cooperate in any investigation or other inquiry

5 by the commissioner, it shall be removed fTom the eligible surplus

6 lines insurers list if the commissioner so determines after" a hearing

7 that such cooper"ation has been withheld.]""

1 "'[7. (New section) The commissioner may, wherever he deems it

2 expedient, make or cause to be made, an examination of the assets

3 and liabilities, method of conducting business and all other affairs

4 of any insurance company declared an approved eligible surplus

5 lines insurer transacting surplus lines business in this State. For

G the purpose of examination, the commissioner may authorize and

7 employ such person or persons to conduct the same or to assist

8 therein as he deems advisable.



9 The examination may be conducted '/,n any state or county in

10 which the company examined is incorporated or has an office, agent,

11 or place of business. The reasonable expenses of the examination

12 shall be fixed and determined by the commissionel' and he shall

13 collect them from the company examined, which shall pay them on

14 presentation of a detailed account of the expenses. Failure to pay

15 a presented bill of examination may result in the withdrawal of

16 the company's eligibility to write surplus lines in this state. Action

17 taken by the commissioner shall be in accordance with section 12 of

18 P. L. 1960, C. 32.

19 If any company, after the examination, is adjudged insolvent by

20 the Superior Court, the expense of the eJ:amination, if '/,tnpaid, shall

21 be ordered paid out of the assets of the company.

22 No insurance company shall, either directly or indirectly pay

23 by way of a gift, credit or otherwise any other or further sum to the

24 commissioner or to any person in the employ of the department,

25 for extra service or for purposes of legislation, or for any other

26 purposes.]"

1 **[8. (New section) All documents othel' than those required

2 under provisions of section 13 of P. L. 1960, c. 32 or any endorse­

3 ments showing additional or return premiums need not be submitted

4 to the Department of Insurance, except that such documents shall be

5 retained in the office of the licensed surpl'/,£s lines agent for a period

6 of 3 years after the expiration of the policy. Such documents shall

7 be subject to the examination of the commissioner.]'"

1 U[9.]'" "'6.""'" (New section) There is hereby appropriated

2 $30,000.00 to the Department of Insurance to effectuate the P'Ul'­

3 poses of this act.'"

1 *[6.]· U[*10. *]""" "'7." This act shall take effect immediately.

....

.,
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By Assemblymen BORNHEIM../1JR and DEVERIN

INrrRODUCED JULY 28, 1980

7. As used in this surplus lines law:

(a) "Surplus lines agent" means an individual licensed as

provided in this chapter to handle the placement of insurance cov­

erages on behalf of unauthorized insurers.

(b) "Surplus lines insurer" means an unauthorized insurer in

which an insurance coverag'e is placed or may he placed under this

surplus lines law.

(0) To "export" means to place in an unauthorized insurer under

this surplus lines law, insurance covering a subject of insurance

resident, located, or to be performed ill New .Jersey.

(d) "Commissioner" lIleans the Commissioner of [Banking and]

Insurance of the State of New Jersey.

(e) "Certificate of insurance" means permanent evidence of in­

sur(lllUJe 'issued by a surpl'us lines agent who has filed evidence of

his binding authority with the commiss'ioner on behalf of an alien

insurer. When issued other than on behalf of an alien insurer, the

certificate of insurance will be treated as temporary evidence of

insurance, pending the issuance of a policy.

(f) "Cover note," "binder" or "confirmation of insurance," means

temporary evidence of insurance, to be replaced by a policy or cer­

tificate of insurance.

2. Section 8 of P. L. 1960, c. 32 (C. 17 :22-6.42) is amended to

read as follows:

STATE OF NEW JERSEY

EXPLANATION-Matter enclosed in bold·faced braekets [thus] in the above bill
ill not enacted and ill intended to be omitted in the law.

ASSEMBL Y, No. 1951

AN ACT concerning surplus lines insurance, and amending and

supplementing P. L. 1.960, c. 32.

Referred to Committee on Banking and Insuranoe

1 BE IT ENACTED by the Senate and General A.ssembly of the State

2 of New Jersey:

1 1. Section 7 of P. L. 1960, c. 32 (C. 17 :22-6.41.) is amended to

2 read as follows:
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3 8. If certain insurance coverages of subjects resident, 10cate(1,

4 or to be performed in this State camlOt be procured from autho­

5 rized insurers, such coverages. h(:)reinaf'ter designated "surplus

6 lines," may be procured from unau1horil\cd iJ1SUren;, subject to the

7 following conditions ~

8 (a) The illsuran~e must he eligible for export under section 9

9 of this act;

10 (b) The insurer must be an eligi ble surplus lines insurer under

11 sectioll 11 of this act;

12 (c) The insurance must be so placed through a licensed New

13 Jersey surplus lines agent whose offiee alld records are maintained

14 in New Jersey; and

15 (d) Other applicable provisions of this surplus lines law must

16 be complied with.

17 (e) No surplus lines agent shall exerc'/,se binding authority 1>n

18 this State on behalf of anyinsUTeTu,nless the agent has fiTst filed

19 with the commissioneT a copy of the 'IOTitten a.r;reement between

20 the agent and theinsuTer setting JOTth the terms, conditions and

21 limitations go'veTning the exercise of the binding authoTity by the

22 agent. A C01)9 of any amendments to the ag'leement and of any

23 notice of cancellation or tennination of the ag'reement shall be filed

24 by the agent with the commissioner no laler than 30 days after

25 adoption theTeof.

26 The agTeement filed pUTsuant to this section shall be consideTed

27 and tTeated as a confident'ial document, and shall not be available

28 faT inspection by the public.

29 The agTeement shall include the following items:

30 (1) A description of the classes of insurance for which the agent

31 holds binding authOTity;

32 (2) The geogmphical limits upon the exenise of binding a'u-

33 thoTity by the agent;

34 (3) The maximum dollaT l'imitation on the binding authOTity of

35 the agent fOT anyone Tislc for each class of insumnce written by

36 the agent;

37 (4) The maximum policy peTiod for' which the agent may bind

38 a T'isk;

39 (.5) If the binding authoTity 1:S delegable by the agent, a lwohibi­

40 tion against the delegation without the pTioT written approL'al oj

41 the insureT;

42 (6) A pTovision 'in the following OT substantially comparable

43 lamguage:
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44 "It is understood and agreed that all iils'nrallce placed P1t1'-

45 suant to this ag~'eement on subjects of insurance resident,

46 located or to be pe~'fm'medin the State of New .Je~'sey, shall be

47 effected and written in acco'Ulol/ee w'ith the' surplus lines law'."

48 If an l~gent who is Cl'ualijied ill w'cordance Leith this seelion to

49 exercise b'ind'ing autho'rity on behalf oj' anin.'urer delegates the

50 binding authority to any other agent, the agent to whmn the au­

51 thority is delegated shall not exercise the smne until a copy of the

52 instrument delegating the bind-ing authority shall first hal;e been

53 filed with the commii:isioner. The ini:itr'ume'nt delegating the b-inding

54 authority shall include an identificat-ion of the binding authority

55 agreement between the delegating agent and the insurer.

1 3. Section 13 of P. L. 19GO, c. 32 (C. 17 :22-G.47) is amended to

2 read as follows:

3 13. Within [21] 30 days after the effectuation of any surplus

4 lines insurance the surplus lines agents shall file with the commis­

5 SlOner:

6 (a) A copy of the [binder,] cover note, cortificate, policy or

7 other confirmation of insurance showillg the identit~· and locatioll

8 of the subject of the proposed insurance: nallH' and address of the

9 proposed illsured; name of proposed insurer or i mmron;; perils to

10 be covered; form or type of policy or contract under which to be

11 insured; any special or additional coverages or conditions; alllount

12 of premium or rate, and such other pl~rtillellt information as thp

13 conunissioner may reasonably require; and

14 (b) rrhe affidavits of the broker and the I:>urplus liUlll:> agent, all

15 forms as prescribed, alld furnished by the cOlllmissioner, as to

16 efforts made to place the coverage with authorized illsurers alld

17 the results thereof, except that no snch afiida\·it shall be req~lired

18 for those coverages, risks or classes of insurance declared eligible

19 for export by the commissioner pursuant to section 9 of this act.

20 (c) The affidavit of the broke~' in a i:iurplus lines 'iusumnce tmns­

21 action shall be filed with the surpltts Unei:i agent within 10 days of

22 the effectuation of any i:iu~'plus lines insurance place'ment. A broke'!'

23 who fails to file the affidavit w-ith'in the presc'f'ibed time ii:i subject

24 to the penalties prov-ided l.£nder section 27 of P. L. 1960, C. 32

25 (C. 17:22-6.61).

1 4. Section 16 of P. L. 19GO, c. 32 (C. 17 :22-0.50) is amended to
'.

2 read as follows:

3 16. a. Upon placiug a I::iurplus liue coverage, the wrplus lines

4 agent shall promptly iswe and deliver to Ute insul'l~d evidence of

5 the insurance consisting either of the policy as issued by the i1I-
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G surer or, if such policy is not then u\'aiJahle, a certificate of insU1'­

7 ance, cover note, or other confirmation of insurance, as provided

8 in this act. Such docnment shall be executed OJ' countersigned by

9 the surplus lines agent and ~hnll show the de~cl'iption and location

10 of the subject of the~ insurance, coverage, cOllClitions and term of

11 the iJlsurance, the premium ami rate charged and taxes collected

12 from the insured, ami HIe name awl address of the insured and

13 insurer. If the direct risk is assumed by morc than one lllsurer,

14 the document shall state the name and address aud proportion of

15 the entire direct risk assumed by each insurer.

16 No surplus lines agent shall issue an.v such document, or purport

17 to insure or represent that insurance will be or has beeh granted uy

18 any unauthorized insurer unless he has written authority from the

19 insurer for the insurance, or has received [information] confirrna­

20 tion from the insurer in the regular course of husiness that such in­

21 surance has been granted, or an insurUllce policy or certificate of

22 insurance as prov'ided in subsection b. of this section providing the

23 insurance actually has been issued hy the insurer and delivered to

24 the insured.

25 If after the issuance and delivery of any such document there is

26 any change as to the idellti ty of the insurers, or the proportion of

27 the direct risk assumed by the insurer as stated in the original

28 certificate of insurance, cover note OJ' confirmation of 'insurance, or

29 in any other material respeet as to the iJlsurance coverag-e evidenced

30 by such a document, the surplus linCH agent sba II promptly issue

31 and deliver to the insured a substitute certificate of insurance, cover

32 note or confirmation, or endorsement for the original of such docu­

33 ment, accnrately showinp; the current status of the coverage and

34 the insuren; responsilJle thereunder. N f) such change shall result

35 in a coverage or insurance contract which would be in violatioll

36 of this surplus lines law if originally issued on such basis.

37 If a policy issued by the insurer iH not available upon placement

38 of the insurance and the surplus lines agent has issued and delivered

39 a certificate of ins'u,rance, cover note or cOllfirmation, as hereinabove

40 provided, the surplus lines agent shall as soon as reasonably possi­

41 ble, and ill no event later than 60 days after placement of such

42 insurance, procure from the insurer its policy or certificate of in­

43 surance as prov'idedin subsection b. of th'is sedion evidencing the

44 insurance and deliver the policy to the insured in replacement of

45 the certificate of 'ins'urance, eover llote, or confirmation theretofore

46 issued.
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47 b. If the insurance is placed with an alien 'insurer or ifinsumnce

48 is issued in excess of the ins~tmnce and the arien ins~wer does 1Wt

49 make a policy available within DO days after the J)lacement of ('v/'­

GO erage, the ce'ftificatc of i'nSU'rWilce, '[""'Iled and rldil'I'],I'i{ l)y thp 8'111"­

Gl pl~ts line.': a.rJcnt a..: required 111/ thi." s('c!i()n is sl'tTkieJll (,()I1/1 ill.alilin

52 of insurance. If the -"1A/plus ',inc,'; agcnt ISSues a cOl,'er note as cu;,'­

53 firmation of insurance, he shall as soon as reasonably possi1Jle, and

54 not later than 90 days after placement of the insumnce, issue alld

55 deliver to the insured a certificate of insnra1?ce. If insumnce in

56 excess of the coverage provided b,Y an alien ins1wc1' is ·is81ted by a

57 domestic or f01'eign ins1wer', a certificate ofins1wance issued by

58 the domestic or foreign ins1trer shall be sufft:cient confirrnation vf

59 insurance until a policy is issued by the alien ins'/(t'()'r.

60 c. Any surplus lines agent who issues a fnlse certificate, cover

61 note, binder or confirmation of insurmlCe or false endorsement

62 therefor, or who fails to notify the insured promptly of any ma­

63 terial change with respect to such insurance allil deliver as SOOI1

64 as reasonably possible to the insured a suhstitute certificate of hl­

65 surance, cover note or confirmation, or endorsement as provided

66 in paragraph 3 [shall be g'uilty of a misdemeanor] commits a crime

67 of the fourth degree.

1 5. (New section) l!Jvery certificate of insurance shaH contain 01'

2 have attached thereto a complete record of all policy insuring

3 agreements, conditions, exclusions, clauses, ellc10rsements or any

4 other material facts that would regularly be jllcluded ill a surplus

5 lines policy.

1 6. This act shall take effect immediately.

S1-'ATEMENT

This bill amends the surplus lines law to elari r~, the l'eqni]'('llIel1t~

of that law with respect to binding riRks and issui ng evi(lence or
coverage.
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This legislation modifies the law governing surplus lines insurance,

which is insurance written hy non-licen:;;ed carriers, often on high risks

or on special risks for which insurance cannot be obtained in normal

market channels. The bill provides for the modification of certain pro­

cedures now used by the department to regulate this line of insurance,

and gives the Commissioner of Insurance augmented authority with

respect to the examination of these insurers.

The legislation amends P. L. 19GO, c. 32 (the Surplus Lines Law).

It provides for the issuance of a "certificate of insurance," which would

be used in lieu of a nornu"l policy of insurance if it is issued hy a surplus

lines agent who has binding' authority on behalf of an alien insurer.

In cases of surplus lines insurers other than alien insurers, the certifi­

cate of insuranee is to be treated as temporary evidence of insurance,

pending the issuance of a policy. The bill defines "cover note," "hinder,"

and "confirmation of insurance" as temporary evidence of insurance,

which would ultimately he replaced by a regular insurance policy.

Surplus lines agents would not be permitt.ed to exercise binding au­

thority on hehalf of any insurer until the agent has filed a copy of the

written agreement hetween himself and the insurer with the Commis­

sioner of-Insurance. Copies of any amendments or modifications to the

agreement would he rf'quired to he filed with the commissioner no later

than 5 days after the~v are ef'fectiv8. The agreement filed with the

commissioner would he required to include a description of the lines

of insurance for whieh the ag'ent may exercise binding authority, the

geographical limits of such authority, the maximum dollar limitation on

the binding authority, the maximum period for which the agent may

bind a risk, and a prohihition against the deJe-gation of hinding author­

ity without the prior written approyal of the insurer. If delegation of

binding authority is to occur, a notice of such delegation would be

required to he filed with the commissioner.

The legislation also proyides that a copy of the hinder, eertifieate of

insurance, or other confirmation of iwmrance would be required to be

filed within 30 business days of issuance, rather than 21. Affidavits of



brokers in snrplus lines transactions would he required to be filed with

the surplus lines agelit within 10 da~-s of the placement of the insuranc.e.

'rhp Ass0mhl,v Banking' and Insurance Committee has amended the

hill to permit the COllll1lissi01l0r of Insurance to remove any surplus

lines insurer frolll the lilOt of eligihle insurers if the insurer fails to

proYidn reaFionahle information or statistical data requested by the

commissioner. The committee amendments also g-ive authority to the

eonnnissioner to conduct financial examinations of any surplus lines

insurpr doing' lmsiness in tlH' State. Insurers who are examined hy the

departmellt would h' reqnired to l1ay for the cost of the examination.

This amendatory material "'as added hy the committee in view of the

fact that the commissioner at pr0sent has little or no authority to

examine the affairs of surplns lines illsurer or to request that rating

information or other information he suhmitted to the department,

although he flops POSSf'SS R11Ch authority in the caRe of admitted insurers.

The Banking ann TmiUrance Committee has also amended the bill to

rec1ucp the amount of il1formatioJ1 which is now required to be submitted

to the department. Records which show endorsements or addenda to

surplus lines polices would be required to he retailled hy the agent

for a period of three years, and would he sub;ject to the examination

of the commissioner. The committee has also added a $30,000.00

appropriation.

The committee amendments d(~Jete the pro,-jsion that if the surplus

lines insnra,nce is placed with an alien insnrer and the alien insurer does

not make a policy ayailahle within no days after the placement of the

coYera,ge, the certificate of insurance wi II lw deemed to he sufficient

confirmation of insurance, and that CO',0r notes issued as confirmations

of insurance would l,e required to liP replacecl within 90 days by a

certificate of inR1uance ill the ahsence of a policy. This language was

rletf'rmined to he redundant in "iew of other pro''isions of the bill.

A major portion of these mnendn10.nts to the snrplus lines law are

occasioned hy the inahility of sortle alien insurers, most notal)ly Lloyd's

of London, to i8S1le insurance policif's within the sixty day period re­

quired h,\" law. O,'er the course of time since the surplus lines law was

paRRed in 19GO the ,'oll1lne of insurance has inereased sig-nificantly; the

premium yolu111e in 1%0, for example, was about $3 million, while at

present it is close to $105 million. Because of the volume, alien insurers

han' found it difficult to iSRue policies within the required time period.

Surplus lines policies are not standardized policies, but rather risks

which are individuall,\- written. Often, if surplus lines agents have

hinding:authority for the companies which they represent, the insurer

does not issue allY document beyond a cover note or binder, with the

resnlt that the conditions of the coverage or exelllsions are not known.
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At present, the law is written in such a manner as to make the agent,

not the company, responsible for the failure to issue a policy. This

would alleviate any liability for a fiue by accommodating the require­

ments of the law to the method actnally nsed by alien insurers in issuing

surplus lines policies. This legislation provides that agents representing

alien insurers may issue certificates of insurance which have the char­

acteristics of a policy in lieu of the actual policy.

r:Che conilllittee amendments also increase the commissioner's power

to regulate and examine this line of insurance. Traditionally, the control

of the State over surplus lines insurers has been minimal; the increased

premium volume which has occurred in recent years has necessitated

augmenting the power of the commissioner to protect insureds who

must purchase this kind of insurance hecause of their failure to secure

insurance elsewhere.



ASSEMBLY COMMITTEE AMENDMENTS TO

ASSEMBL Y, No. 1951

STATE OF NEW JERSEY

ADOPTED NOVEMBER 24, 1980

Amend page 1, title, line 1, after "insurance, ", omit" and".

Amend page 1, title, line 2, after" 32", insert", and making an ap­

propriation therefor".

Amend page 1, section 1, line 16, after "surance", insert "on a form

approved by the commissioner and".

Amend page 2, section 2, line 19, omit" a copy of", insert" and the

oommissioner has approved".

Amend page 2, section 2, line 24, omit "30", insert "5".
Amend pages 2-3, section 2, lines 42-47, omit in entirety.

Amend page 3, section 2, line 53, after "with", insert "and approved

by".

Amend page 3, section 3, line 3, after "30", insert "business".

Amend page 3, section 4, line 3, omit" a. ".

Amend page 4, section 4, line 41, omit "60", insert "90".

Amend page 4, section 4, line 43, omit" as provided in subsection b.

of this section".

Amend page 5, section 4, lines 47-59, omit in entirety.

Amend page 5, section 4, line 60, omit "c. ".

Amend page 5, section 5, after line 5, insert new sections as follows:

"6. (New section) If, at any time, any unauthorized insurer then on

the list of eligible surplus lines insurers fails to provide reasonable

information or statistical data requested by the commissioner, or fails

to cooperate in any investigation or other inquiry by the commissioner,

it shall be removed from the eligible surplus lines insurers list if the

commissioner so determines after a hearing that such cooperation has

been withheld.

7. (New section) The commissioner may, wherever he deems it

expedient, make or cause to be made, an examination of the assets and

liabilities, method of conducting business and all other affairs of any

insurance company declared an approved eligible surplus lines insurer

transacting surplus lines business in this State. For the purpose of

examination, the commissioner may authorize and employ such person

or persons to conduct the same or to assist therein as he deems

advisable.

The examination may be conducted in any state or county in which

the company examined is incorporated or has an office, agent, or place of



business. The reasonable expenses of the examination shall be fixed and

determined by the commissioner and he shall collect them from the

company examined, which shall pay them in presentation of a detailed

account of the expenses. Failure to pay a presented bill of examination

may result in the with~rawal of the company's eligibility to write

surplus lines in this state. Action taken by the commissioner shall be

in accordance with section 12 of P. L. 1960, c. 32.

If any company, after the examination, is adjudged insolvent by the

Superior Court, the expense of the examination, if unpaid, shall be

ordered paid out of the assets of the company.

Na insurance company shall, either directly or indirectly pay by way

of a gift, credit or otherwise any other or further sum to. the commis­

sioner or to any person in the employ of the department, for extra

service or for purposes of legislation, or for any other purpose.

8. (New section) All documents other than those required under

provisions of section 13 of P. L. 1960, c. 32 or any endorsements showing

additional or return premiums need not be submitted to the Department

of Insurance, except that such documents shall be retained in the office

of the licensed surplus lines agent for a period of 3 years after the

expiration of the policy. Such documents shall be subject to the exam­

ination of the commissioner.

9. (New section) There is hereby appropriated $30,000.00 to the

Department of Insurance to effectuate the purposes of this act.".

Amend page 5, section 6, line 1, omit "6", insert "10".

,.
I
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STATE OF NEW JERSEY
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By Assemblymen BORNHEIMER and DEVERIN

Referred to Committee on Banking and Insurance

AN ACT concerning surplus lines insurance, ·[and]· amending and

supplementing P. L. 1960, c. 32·, and making an appropriation

therefor·,

1 BE IT ENACTED by the Senate and General .Assembly of the State

2 of New Jersey:

r 1. Section 7 of P. L. 1960, c. 32 (C. 17 :22-6,41) is amended to

2 read as follows:

3 7. As used in this surplus lines law:

4 (a) "Surplus lines agent" means an individual licensed as

5 provided in this chapter to handle the placement of insurance cov­

6 erages on behalf of unauthorized insurers.

7 (b) "Surplus lines insurer" means an unauthorized insurer in

8 which an insurance coverage is placed or may he placed under this

9 surplus lines law.

10 (c) To "export" means to place in an unauthorized insurer under

11 this surplus lines law, insurance covering a subject of insurance

12 resident, located, or to be performed in New Jersey.

13 (d) "Commissioner" means the Commissioner of [Banking and]

14 Insurance of the State of New Jersey.

15 (e) "Certificate of insurance" means permanent evidence of in­

16 surance ·on a form approved by the commissioner and" issued by

17 a surplus lines agent who has filed evidence of his binding authority

18 with the commissioner on behalf of an alien insurer. When issued

19 other than on behalf of an alien insurer, the certificate of insurance

20 will be treated as temporary evidence of insurance, pending the

20A issuance of a policy.

21 (f) "Cover note," "binder" or "confirmation of insurance," means

22 temporary evidence of insurance, to be replaced by a policy or cer­

23 tificate of insurance.

1 2. Section 8 of P. L. 1960, c. 32 (C. 1.7 :22-6.42) is amended to

2 read as follows:
ExPLANATION-Matter enclosed in bold-faced brackets [thos] in the above bill

i. not enacted and i. intended to be omitted in the law.



(5) If the binding authority is delegable by the agent, a prohibi­

tion against the delegation without the prior written approval of

the insurer;

·[(6) A provision in the following or substantially comparable

language:

2

:3 8. If certain insurance coverages of subjects resident, located,

4 or to be perfonned in this State cannot be procured from autho­

5 rized insurers, such coverages, hereinafter designated Hsurplus

6 lines," may be procured from unauthori~ed insurers, subject to the

7 following conditions:

8 (a) The insurance must be eligible for export under section 9

9 of this act i

10 (b) The insurer must be an eligible surplus lines insurer under

11 section 11 of this act;

12 (c) The insurance must be so placed through a licensed New

13 Jersey surplus lines agent whose office and records are maintained

14 in New Jersey; and

15 (d) Other applicable provisions of this surplus lines law must

16 be complied with.

17 ( e) No surplus lines agent shall exercise binding authority in

18 this State on behalf of any insurer unless the agent has first filed

19 with the commissioner "'[a copy of]· ·and the commissioner has

20 approved· the written agreement between the agent and the insurer

21 setting forth the terms, conditions and limitations governing the

22 exercise of the binding authority by the agent. A copy of any

23 amendments to the agreeme1~t and of any notice of cancellation or

24 termination of the agreement shall be filed by the agent with the

25 commissioner no later than ·[30]· ·5· days after adoption thereof.

26 The agreement filed pursuant to this section shall be considered

27 and treated as a confidential document J and shall not be available

28 for inspection by the public.

29 The agreement shall include the following items:

30 (1) A description of the classes of insurance for which the agent

31 holds binding authority i

32 (2) The geographical limits upon the exercise of binding au-

33 thority by the agent;

34 (3) The maximum dollar limitation on the binding authority of

35 the agent for anyone risk for each class of insurance written by

36 the agent;

37 (4) The maximum policy period for which the agent may bind

38 a r',skj

39

40
41
42

43
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commissioner:

(a) A copy of the [binder,] cover note, certificate, policy or

other confirmation of insurance showing the identity and location

of the subject of the proposed insurance: name and address of the

proposed insured; name of proposed insurer or insurers; perils to

be covered; fonn or type of policy or contract under which to be

insured; any special or additional coverages or conditions; amount

of premium or rate, and such other pertinent information as the

commissioner may reasonably require; and

(b) The affidavits of the broker and the surplus lines agent, on

forms as prescribe<l and furnished by the commissioner, as to

efforts made to place the coverage with authorized insurers and

the results thereof, except that no such affidavit shall be required

for those coverages, risks or classes of insurance declared eligible

for export by the commissioner pursuant to section 9 of this act.

(c) The affidavit of the broker in a surplus lines insumnce trans­

action shall be filed with the surplus lines agent w'ithin 10 days of

the effectuation of any surplus lines insu,rance placement. A broke',.

who fails to file the affidavit within the pr'escribed time is subject

to the penalties provided under sect'ion, 27 of P. L. 1960, c. 32

(0.17:22-6.61).

4. Section 16 of P. L. 1960, c. 32 ~ C. 17 :22-6.50) is amended to

read as follows:.

3

"It is understood and agreed that all insurance placed pur­

suant to this agreement on subjects of insurance resident,

located or to be performed in the State of New Jersey, shall be

effected and written in accordance with the 'surplus lines

law'."]·

48 If an agent who is qualified in accordance with this section to

49 exercise bind'ing authority on behalf of aninS1.tre1' delegates the

50 binding authority to any othe1' agent, the agent to whom the au­

51 thority is delegated shall not exercise the same unt'il a copy of the

52 instrument delegating the binding autho'rity shall first have been

53 filed with ·and approved by· the comrnissioner. The instrument

54 delegating the binding authority shall include an identification of

55 the binding authority agreement between the delegating agent and

the insurer.

44

45

46

47
47A

55A
1

2
3. Section 13 of P. L. 1960, c. 32 (C. 17 :22-6.47) is amended to

read as follows:

13. Within [21] 30 ·business· days after the effectuation of any

4 surplus lines insurance the surplus lines agents shall file with the

5

6

7

8

9

10

11

12
13

14

15

16

17

18
19

20
21
22
23

24

25

1

2
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3 16. *[a.r Upon placing a surplus line coverage, the surplus lines

4 agent shall promptly issue and deliver to the insured evidence of

5 the insurance consisting either of the policy as issued by the in­

6 surer or, if such policy is not then available, a certificate of insur­

7 ance, cover note, or other confirmation of insurance, as provided

8 in this act. Such document shall be exeeuted or countersigned hy

9 the surplus lines agent and shall show the description and location

10 of the subject of the insurance, coverage, conditions and term of

11 the insurance, the premium and rate charged and taxes collected

12 from the insured, and the name and address of the insured and

13 insurer, If the direct risk is assumed by more than one insurer,

14 the document shall state the name and address and' proportion of

15 the entire direct risk assumed by each insurer.

16 No surplus lines agent shall issue any such document, or purport

17 to insure or represent that insurance will be or has been granted by

18 any unauthorized insurer unless he has written authority from the

19 insurer for the insurance, or has received [information] confirma­

20 tion from the insurer in the regular course of business that such in­

21 surance has been granted, or an insurance policy O?· ce1'tificate of

22 insurance as provided in subsection b. of this section providing the

23 insurance actually has been issued by the insUl'er and delivered to

24 the insured.

25 If after the issuance and delivery of any such document there is

26 any change as to the identity of the insurers, or the proportion of

27 the direct risk assumed by the insurer as stated in the original

28 certificate of insurance, cover note or confirmation of insurance, or

29 in any other material respect as to the insurance coverage evidenced

30 by such a document, the surplus lines agent shall promptly issue

31 and deliver to the insured a substitute certificate of insurance, cover

32 note or confirmation, or endorsement for the original of such docu­

33 ment, accurately showing the current status of the coverage and

34 the insurers responsible thereunder. N() such change shall result

35 in a coverage or insurance contract which would be in violation

36 of this surplus lines law if originally issued on such basis.

37 If a policy issued by the insurer is not available upon placement

38 of the insurance and the surplus lines agent has issued and delivered

39 u certiflCute of insurance, cover note or confirmation, as hereillabove

40 provided, the surplus lines agent shall as soon as reasonably possi­

41 ble, and in no event later than *[60]· ·,90· days after placement of

42 such insurance, procure from the insurer its policy Qt' certificate of

43 insurance ""[as provided in subsection b. of this ,section]* evidenc­

44 ing the insurance and deliver the policy to the insured in replace­

45 ment of the certificate of insurance, cover note, or confirmation

46 theretofore issued.



5

47 -[b. If the 1:nStirance is pla,ced with an alien insurer or if insurance

48 is 'issued ,in excess of the insurance and the alien insurer does not

49 make a policy available within 90 days after the placement of CO'lJ­

50 emge, the cc-rtificate of insu-rance, 1'ssued and delivered by the 8161'­

51 plus lines agent as rpq'u,ired by this section is su.iJicient confirmation

52 of insurance. If the surplus lincs age'/'/,t issues a cover note as con­

53 firmation of insumnce, he shall as soon as reasonably poss1:ble, and

54 not later than 90 days after placement of the insurance, issue and

55 deliver to the insured a. certificate of insurance. If insurance in

56 excess of the covemge provided by an alien insurer is issued by a

57 domestic or foreign insurer, a certificate of insurance issued by

58 the dom.estic or foreign inS1tr'er shaJl be sufficient confirmation of

59 insurance until a policy is issued by the alien ins1trer.]-

60 *[c.]"" Any surplus lines agent who issues a false certificate, cover

61 note, binder or confirmation of insurance or false endorsement

62 therefor, or who fails to notify the insured promptly of any ma­

63 terial change with respect to such insurance and deliver as soon

64 as reasonably possible to the insured a substitute certificate of in­

65 surance, cover note or confirmation, or endorsement as provided

66 in paragraph 3 [shall be guilty of a misdemeanor] commits a crime

67 of the fourth degree.

1 5. (New section) Every certificate of insurance shall contain or

2 have attached thereto a complete record of all policy insuring

3 agreements, conditions, exclusions, clauses, endorsements or any

4 other material facts that would regularly be iJlcluded in a surplus

5 lines policy.

1 *6. (New section) If, at any time, any unauthorized insurer then

2 on the list of eligible surplus lines insurers fails to pro'vide reason­

3 able information or statistical data requested by the commissioner,

4 or fails to cooperate in any investigation or other inquiry by the

5 commissioner, it shall be removed from the eligible surplus lines

6 insurers .list if the commissioner so determines after a hearing

7 that such cooperation has been withheld.

1 7. (New section) The commissioner may, wherever he deems it

2 expedient, make or cause to be made, an examination of the assets

3 and liabilities, method of conducting business and all other affairs

4 of any insurance company declared an approved eligible surplus

5 lines insurer transacting surplus lines business in this State. For

6 the purpose of examination, the c01nmiss'ioner may authorize and

7 employ such person or persons to conduct the same or to assist

8 therein as he deems advisable.



purposes.

8. (New section) All documents other than those required under

provisions of section 13 of P. L. 1960, c. 32 or any endorsements

showing additional or return premiums need not be submitted to

the Department of Insurance, except that such documents shall be

retained in the office of the licensed surplus lines agent for a period

of 3 years after the expiration of the policy. Such documents shall

be subject to the examination of the commissioner.

9. (New section) There is hereby appropriated $30,000.00 to the

Department of Insurance to effectuate the purposes of this act.·

·[6.]· ·10.· This act shall take effect immediately.

6

9 The examination may be conducted 1,n any state or county in

10 which the company examined is incorporated or has an office, a,qent,

11 or place of business. The reasonable expenses of the examination

12 shall be fixed and determined by the commissioner and he shall

13 collect them from the company examined, which shall pay them on

14 presentation of a detailed account of the expenses. Failure to pay

15 a presented bill of examination may result in the withdrawal of

16 the company's eligibility to write surplns lines in this state. Action

17 taken by the commissioner shall be in accordance with section 12 of

18 P. L. 1960, c. 32.

19 If any company, after the examination, is adjudged insolvent by

20 the Superior Court, the expense of the examination,.if 1lnpaid, shall

21 be ordered paid out of the assets of the company.

22 No insurance company shall, either directly or indirectly pay

23 by way of a gift, credit or otherwise any other or furthe1" sum to the

24 commissioner or to any person in the employ of the department,

25 for extra service or for purposes of legislation, or for any other

26

1

2

3

4

5

6

7

1

2

1
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with Senate committee amendments

STATE OF NEW JERSEY
DATED: MARCH 23, 1981

This legislation modifies the law g'overning surplus lines insurance,

"which is insurance written by nOll licensed carriers, often on high risks

or on special risks for which insurance cannot he obtained in normal

market channels. The bill provides for the modification of certaill

procedures now used by the department to regulate this line of in­

surance, and gives the Commissioner of Insurance increased authority

with respect to the examination of surplus lines insurers and agents.

The legislation amends P. L. 1960, c. 32 (the Surplus Lines Law).

It provides for the issuance of a "certificate of insurance," which would

be used in lieu of a normal policy of insurance if it is issued by a surplus

lines agent who has binding authority on behalf of an alien insurer.

In cases of surplus lines insurers other. than alien insurers, the certifi­

cate of insurance is to be treated as temporary evidence of illsurance,

pending the issuance of a policy. The bill defines "cover note," "binder,"

and "confirmation of insurance" as temporary evidence of insurance,

which would ultimately be replaced by a regular insurance policy.

Surplus lines agents would not be peTmitted to exercise binding­

authority on behalf of any insurer until the agent has filed a copy of

the written agreement between himself and the insurer with the Com­

missioner of Insnrance. Copies of any amendments or modification:;

to the agreement would be required to be filed with the commissioner

no later than 5 days after they are effective. The agreement filed with

the commissioner would be required to include a description of th(~

lines of insurance for which the agent may exercise binding authority,

the geographical limits of such authority, the maximum dollar limita­

tion on the binding authority, the maximum period for which the agent

may bind a risk, and a prohibition against th~, delegation of binding

authority without the prior written approval of the insurer. If dele­

gation of binding authority is to occur, a notice of such delegation

would be required to be filed with the commissioner.

The legislation also provides that a copy of the binder, certificate

of insurance, or other confirmation of insurance would be required to



2

be filed within 30 business days of issuance, rather than 21. Affidavits

of brokers in surplus lines transactions would be required to be filed

with the surplus lines agent within 10 days of the placement of the

lllsurance.

The bill provides that if the policy is not available upon placement

of the insuranee, the temporary certificate of insurance issued in its

stead would have to be replaced by a policy within 90 days in the case

of a domestic insurer. In the case of an alien insurer, the certificate

of insurance would be accepted as permanent evidence of insurance.

In addition to technical amendments, the Senate Labor, Industry

and Professions Committee amended the bill to remove sections 6, 7,

and 8. Section 6 "would have empowered the Commissioner of Insurance

to remove any surplus lines insurer from the list of elig-ible insurers

if the insurer failed to provide reasonable information or statistical

data requested by the commissioner. Section 7 permitted the commis­

simler to conduct financial examinations of any surplus lines insurer

doing- business in the State. Insurers who were examined by the de­

partment would have been required to pay for the cost of the examina­

tion. Section 8 would have required that records which show endorse­

ments or addenda to surplus lines policies be retained by the agent for

a period of 3 years, subject at all times to the examination of the

commissioner.

The bill appropriates $30,000.00 to the Department of Insurance.
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SENATE COMMITTEE AMENDMENTS TO

ASSEMBL Y, No. 1951
[OFFICIAL COpy REPRINT]

STATE OF NEW JERSEY
ADOPT~jJ) MAROH 23, 1981

Amend page 2, section 2, line 41, omit" i", insert ".".

Amend page 3, section 3, line 20, omit "(c)".

Amend page 4, section 4, line 22, omit "as provided in subsection b.

of this section".

Amend page 4, section 4, line 39, after "insurance", omit",", insert

"on behalf of other than an alien insurer, or a".

Amend page 4, section 4, lines 42 and 43, omit "or certificate of in­

surance".

Amend page 5, section 6, lines 1-7, omit in entirety.

Amend pages 5 and 6, section 7, lines 1-26, omit in entirety.

Amend page 6, section 8, lines 1-7, omit in entirety.

Amend page 6, section 9, line 1, omit "9.", insert "6.".

Amend page 6, section 10, line 1, omit "10.", insert "7.".



[SENATE REPRINT]

ASSEMBLY, No. 1951
[OFFICIAL COpy REPRINT]

with Senate committee amendments adopted March 23, 1981

STATE OF NEW JERSEY
INTRODUCED JULY 28, 1980

By Assemblymen BORNHEIMI~H and lJEVERIN

Referred to Committee on Banking and Insurance

AN ACT concerning surplus lines insurance, *[and]· amending and

supplementing P. L. 1960, c. 32·, and making an appropriation

therefor·.

15 (e) "Certificate of insurance" means permanent evidence of in­

16 surance "on a form approved by the commissioner and- issued by

17 a surplus lines agent who has filed evidence of his binding authority

18 with the commissioner on behalf of an alien ins1lrer. When issued

19 other than on behalf of an alien insurer, the certificate of insurance

20 will be treated as temporary evidence of insurance, pending the

20A issuance of a policy.

21 (f) "Gover note," "binder" or"confirmation of ins~trance,"means

22 temporary evidence of insurance, to be replaced by a policy or cer­

23 tificate of insurance.
EXPLANATION-Matter enclosed in bold-Caced brackets [thn.] in the above bill

is Dot enllcted and is intended to be omitted in the law.

7. As used in this surplus lines law:

(a) "Surplus lines agent" means an inruvidual licensed as

provided in this chapter to handle the placement of insurance cov­

erages on behalf of unauthorized insurers.

(b) "Surplus lines insurer" means an unauthorized msurer m

which an insurance coverage is placed or may be placed under this

surplus lines law.

(c) To "export" means to place in an unauthorized insurer under

this surplus lines law, insurance covering a subject of insurance

resident, located, or to be performed in New,Jersey.

(d) "Commissioner" means the Commissioner of [Banking and]

14 Insurance of the State of New .Jersey.

1 BE IT ENACTED by the Senate and General Assembly of the State

2 of New Jersey:

1! 1. Section 7 of P. L. 1960, c. 32 (C. 17 :22-6.41) is amended to

2 read as follows:
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1 2. Section 8 of P. L. 1960, c. 32 (C. 17 :22--6.42) is amended to

2 read as follows:

3 8. If certain iJlsuruuee eoverages of :mbjeets resi.dent, located,

4 or to he performed in this State canIlot be procured from autho­

5 rized i.nsurers, such coverages, hereinafter designate.d "surplus

6 lines," may be procured from unauthorized insurers, suhject to the

7 following conditions:

8 (u) ~Phe insurance must be eligihle for export under section 9

9 of this net;

10 (b) The insurer must be an eligillle surplus Jines insurer undm-

11 section 11 of this act;

12 (c) l'he insurance lllust be so placed throu,gh a 1i('Pllsed Npw

13 Jersey surplus Jines agent whose offi,~~ awl l'erords are maintained

14 in New .Jersey; and

15 (d) Other appJicahle provi::;iolls of this sll!"1)lus lillCS Jaw mnst

16 be complied with.

17 (e) No s1.J,rpbs hnes aye'ld shall Cl.:e,-CLse binding auth01'ity in

18 this State 011 behalf of an.1}i'/'lsHie r unless the agent has first filed

19 with the commissioner' *[(1 copy ofr *ond the c01wmissioner has

20 app1'oved* the wr'itten agreement betwee'i1 the agent and the ins1tre1'

21 setting forth the terms, conditions and limitations governing the

22 exercise of the binding authority by the agent. A C01)Y of any

23 amendments to the agreement and of any notice of ca.ncellation 0"

24 termination ot the agreement shall be filed by the agent with the

25 commissioner no later than *[30]* '''.5 4 days after adoption thereof.

26 The agreeme'ut filed pursuant to this section shall be C01tsidercd

27 and treated as a confidential document, and shall not lie aVal~la1Jle

28 for inspection by the public.

29 The agt'cement shall incl7.cde the followin,q items:

30 (1) A description of the classes of i'nsurance for 'Which the agent

31 holds binding authority;

32 (2) The geograrhical limits upon the e;Xe1'C1SC of binding au-

33 thority by the agent;

34 (/J) The ma.ximum dolla1' limitation on the b,:'llding authority of

35 the agent for anyone 'risk lor each class of il1surancp- ?{.'ritten by

36 the agent,-

37 (4) Thema:J:nnwYl ]Joliey period for which the agent may l)ind

38 a risk;

39 (5) If the bindin.g a1lthority is dclepable bJJ the apent, a p'rohibi­

40 tion against the delegation without the priMo w'i"itten apZJ1'oval of

41 the insu1·e-r""'[,.]('* *'II. H'

42 -[(6) A provision in the following or substantially comparable

43 language:
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44 "It is understood and agreed thai, all insurance placed pur-

45 suant to th·is ag'reement on subjects of inS1wance resident,

46 located or to be performed in the State of Ne'w Jersey, shall be

47 efj'ected and written in accordance w-ith the 'surplus lines

47A law'."]·

48 If an agent who is qualified in accordance 1A.,ith this section to

49 exercise binding authority on behalf oj' an insurer delegates the

50 binding authority to any other agent, the agent to whom the au­

51 thority is delegated shall not exerc'ise the smne ~tntil a copy of the

52 instrument delegating the binding auth01'ity shall first have been

53 filed with "'and approved by* the cO'lnrnissioner..The instrument

54 delegating the binding auth01-ity shall include an identification of

55 the binding authority agreement between the dele,gating agent and

55A the insurer.

1 3. Section 13 of P. L. U)60, c. 32 (C. 17 :22-G.47) is amended to

2 read as follows:

3 13. 'Within [21] 30 "'business" days after the effectuation of any

4 surplus lines insurance the surplus lines agents shall file with the

5 commissioner:

6 (a) A copy of the [binder,] cover note, cnrtificate, policy or

7 other confirmation of insurance showing the identity and location

8 of the subject of the proposed insurance: nan,c alld address of the

9 proposed insured; name of proposed insurer or insllnlr~; perils to

10 be covered; form or type of policy or contrad under which to be

11 insured; any special or additional coverages or conditions; amount

12 of premium or rate, and such other pertinent information as the

13 commissioner may reasonably require; and

14 (b) r:ehe affidavits of the broker and the surplus lines agent, on

15 forms as prescribed and furnished by the commissioner, as to

16 efforts made to place the coverage with authorized insurers and

17 the resu!ts thereof, except that no such affidavit shall IJe required

18 for those coverages, risks or classes of insurance declared eligible

19 for export by the commissioner pursuant to section 9 of this act.

20 U[(c)]U The affidavit of the br'oker in a s1.wplus lines insurance

21 transaction shall be filed with the s,urplus lines agent within 10 days

22 of the eflect1.lation of any sur'plus lines insU!rance placement. A

23 broker who fails to file the affidavit w'ithin the prescribed time is

24 subject to the penalties IJrovided ~mder sedtion 27 of P. L.Z960, c. 32

25 (C. 17 :22-6.61).

1 4. Section 16 of P. L. 1960, c. 32 \C. 17 :22-6.50) is amended to

2 read as fo]]ow8:

3 16. ·[a.]jI Upon placing a surplus line coverage, the surplus lines

4 agent shall promptly issue and deliver to the hlsured evidence of
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5 the insurance consisting either of the !Jolicy as issued by the in­

6 surer or, if such policy is not then available, a certificate of insur­

7 ance, cover note, or other confirmation of insurance, as provided

8 in this act. Sueh doeument shall be executed or countersigned by

9 the surplus lines agent and shall show the description and location

10 of the subject of the insurance, coverage, cOllditions and term of

11 the insurance, the premium and rate charged and taxes collected

12 from the insured, and the name and address of the insured and

13 insurer. If the direct risk is assumed by more than one insurer,

14 the document shall state the name and address and proportion of

15 the entire direct risk assumed by each insurer.

16 No surplus lines agent shall issue any such document, or purport

17 to insure or represent that insurance will be or has been granted by

18 any unauthorized insurer unless he has writtell authority from the

19 insurer for the insurance, or has received [information] confirma­

20 tion from the insurer in the regular course of business that such in­

21 surance has been granted, or an insurance policy or certificate of

22 'insumnce U[as provided 1:n subsection b. of this section]" pro­

23 viding the insurance actually has been issued by the insurer and

24 delivered to the insured.

25 If after the issuance and delivery of any such document there is

26 any change as to the identity of the insurers, or the proportion of

27 the direct risk assumed by the insurer as stated in the original

28 certificate of insurance, cover note or confirmation of insumnce, or

29 in any other material respect as to the insurance coverage evidenced

30 by such a document, the surplus lines agent shall promptly issue

31 and deliver to the insured a substitute certificate of insurance, cover

32 note or confirmation, or endorsement for the original of such docu­

33 ment, accurately showing the current status of the coverage and

34 the insurers responsible thereunder. No such ehange shall result

35 in a coverage or insurance contract which would be in violation

36 of this surplus lines law if originally issued on such basis.

37 If a policy issued by the insurer is not available upon placement

38 of the insurance and the surplus lines agent has issued and delivered

39 a certificate of insurance**[,]'x<* "on behalf of other than an alien

40 insl,wer, o'r a«''''' cover note or confirmation, as hereinabove provided,

41 the surplus lines agent shall as soon as reasonably possible, and

42 in no event later than ""[60]* *90* days after placement of such in­

43 surallCE~, procure from the insurer its policy U[or certificate of

44 insumnce]U *[as provided in subsection b. of this section]*

45 evidencing the insurance and deliver the policy to the insured in re­

46 placement of the certificate of insurance, cover note, or confirmation

46A theretofore issued.
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47 *[b.If the insurance is placed with an alien insurer or if insurance

48 is issued in e:;r;cess of the insurance and the alien it/swrer does not

49 make a pol'icy ava'ilable within 90 days after the IJlacel/tent of cov­

50 erage, the certificate of instlmnce, issued and dcli'vered by the SU1'­

51 pltts lines agent as requ,ired by this section is s'HlJicient con firmat'ion

52 of insurance. If the swrpbs lines agent zssues a cover note as con­

53 firmation of insurance, he shall as soon as reasonably possible, and

54 not later than 90 days afteT placement of the 'insurance, issue and

55 deliver to the insuTed a ce'rtificate of inS'ltranee. If insurance ,in

56 excess of the coverage p1'o'vided by an alien ins1trer is issued by a

57 domestic or foreign insttrer, a certificate of 'ins1trance issued by

58 the domestic or fore'ign ,insurer shall be 81tfficient confirmahon of

59 insurance until a policy is isStted by the alien insurer.]*

60 *[c.]* Any surplus lines agent who issues a false certificate, cover

61 note, binde1' or confirmation of insurance or false endorsement

62 therefor, or who fails to notify the insm'ed -promptly of allY ma­

63 terial change with respect to such insurance and deliver as soon

64 as reasonably possible to the insured a substitute certificate of in­

65 surance, cover note 01' connrmution, or endorsement as provided

66 in paragraph 3 [shall be guilty of a misderneall<u] cornmits a crime

67 of the fourth degree.

1 5. (New section) Every certificate of insurance shall contain or

2 have attached thereto a complete }'ecord of all policy insuring

3 agreements, conditions, exclusions, clauses, e]\(lors€ments or any

4 other material facts that would regularly he included ill u surplus

5 lines policy.

1 u[*6. (New section) If, at any time, any unauthon:zed insure1"

2 then on the list of eligible surplus lines insurers fails to provide

3 reasonable information or statistical data reqt~ested by the com­

4 missioner, or fails to cooperate in any investigation or other inquiry

5 by the commissioner, it shall be removed from, the eligible surplus

6 lines insurers list if the commissioner so determines affe1' a hearing

7 that such cooperation has heen withheld.]**'

1 U[7. (New section) The commissioner may, wherever he deems it

2 expedient, make or cause to be made, an examination of the assets

3 and liabilities, method of conduct,i,ng business and all other affairs

4 of any instwance company declared an approved eligible surplus

5 lines insurer transacting surplus lines btlSiness in this State, For

6 the purpose of examination, the commissioner may authorize and

7 employ such person or persons to conduct the same or to assist

8 therein as he deems advisable.
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9 The examination may be conducted in any state or C01tnty in

10 which the company examined is incorporated or has an office, agent,

11 or place of business. The reasonable expenses of the examination

12 shall be fixed and dete1'mined by the commissioner and he shall

13 collect them from th~ company examined, which sha,ll pay them on

14 presentation of a detailed account of the expenses. Failure to pay

15 a presented bill of examination may result in the withdrawal of

16 the company's eligibility to write surpl1ts lines in this state. Action

17 taken by the commissioner shall be in accordance with section 12 of

18 P. L. 1960, c. 32.

19 If any company, after the examination, is adjudged insolvent by

20 the Superior Court, the expense of the exa~rtination,if nnpaid, shall

21 be ordered paid out of the assets of the company.

22 No insurance company shall, either directly or indirectly pay

23 by way of a gift, credit or otherwise any other or further sum to the

24 commissioner or to any person in the employ of the department,

25 for extra service or for purposes of legislation, or for any other

26 purposes.]u

1 U[8. (New section) All documents other than those required

2 under provisions of section 13 of P. L. 1960, c. 32 or anJ! endorse­

3 ments showing additional or return premi~tmsneed not be submitted

4 to the Department of Insurance, except that such documents shall be

5 retained in the office of the licensed surplns lines agent for a period

6 of 3 years after the expiration of the policy. S1),ch documents shall

7 be subject to the examination of the commissioner.]U

1 ·'~[9.]u **6."'* (New section) There is hereby appTopriated

2 $30,000.00 to the Department of Insurance to effectuate the pur­

3 poses of this act."

1 *[6.]'it **[*10.-]" **'7." This act shall take effect immediately.
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FROM THE OFFICE OF THE GOVERNOR

FOR IMMEDIATE RELEASE

AUGUST 6, 1981

FOR FURTHER INFORMATION

DAVE DE HAIO

Governor Brendan Byrne today signed the following bills into law:

SJR-14,sponsored. by Senator Matthew.Feldman CD-Bergen), designates the Bergen

County Regional Day School for the Handicapped as the Norman A. B1eshman School, in honor

of the Bergen County activist for handicapped services.

Bleshman was unanimously selected for the honor by an ad hoc committee of the

Bergen County Board of Special Services. The Committee's report, in part, read:

"~ •• nbsingle:person ••• has voluntarily given ~o.freely of his time, his energy,

his ability and his heart over a long period of years as has Norman A. B1eshman to the

cause of handicapped children."

A-1311, sponsored by Assemblyman Anthony M. Villane, Jr. (R-Monmouth), prohibits

the unwarr'anted dupl ication of keys to property owned or leased by the State, and

directs the Department of the Treasury to promulgate rules governing the use,

distribution, manufacture, duplication and possession of those. keys.

Governor Byrne conditionally vetoed the original version of this bi11,·which

~a11ed for a confusing set of 19 ru1e~ for each of the 19 executive de~artments. The

Legislature adopted his recommendation to place all jurisdiction for the rule-making

under the Treasury Department.

A-1354, sponsored by Assemblyman Karl Weidel (R-Mercer), designates the "Safe Dam

Act" which updates the State statutes concerning dams and reservoirs and requires

inspections by the Department of Environmen~al Protection.

Governor Byrne conditionally vetoed the original bill because it contained a

provision for legislative oversight of DEP rulings. The l~gis1ature adopted the

Governor's recommendation to drop the legislative oversight provision.

A-195l, sponsored by Assemblyman James W. Bornheimer (D-Middlesex) •. amends existing

laws concerning "surplus lines insurance"-- insurance that, because of the' nature of the

risk, is generally not carried by insurance companies authorized to do business in New - ...
..

Jersey, but is offered through New Jersey-based agents by United States and foreign

companies, the largest si~gle .supplier of surplus'lines :coverage, being Lloyds of london-more- ." ". '. ... .'
1 ~. 'J:lllS act l:lIlUll LUlit:: t::l1t::UL 11~ LV vV1UHUl ..L Uti u \.LU'" ~u', .... uuv uuu

2 as to Column 2 on April 14, 1981.
EXPLANATION-Malter enclosed in hold-faced brackets [thus] in the above bill

is not enacted and is intended to be omitted in the law.
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The bill requ-ires ag,ents to submit surplus lines insurance agreements to the

Department of Insurance for .scrutiny regarding the type, duration of time, and cost

of insurance.

In addition, inconsistencies in insurance methods are addressed. " For exarnple~

currently surplus lines insurance law requires the issuance of" a policy, but Lloyds,

for one, issues only "certificates" of insurance in many cases. Under the bill,

certificates of insurance would often be treated as permanent evidence of insurance.

_A~'2222, sponsored by Assemblyman GeorgeJ.OtlO\'1ski (D-Mtddlesex), which permits

a city of the "second class" --- a population of 12,000 to'1SO,OOO --- to sell land

granted, dedicated or entrusted to the city when tha~ land is of no practical .use to
.. '•••. ~ - ~:'•••••:. - ••• _> ~. _ ••_-. ' ~• .;.. ' )..:. • ';'._:~":'~-:".:1- :..- '=- _-_ ,_.~~:~ ~\.-" ".','_ """,', •• ' ••••.• - _'. ft.', ~ .:.~-.• : ~l ~ :~~ ";'."',..:."' '~.i-.·

" ....
the city.

The bill was introduced in response to a case invo1vi ng ,the city of Perth Amboy,

years ago granted property from the estate of a wealthy chemical rnanufacturer~ but

which now is unused~ providing no tax revenue~ and dilapi.dated due to lack of

. maintenance. Under the bill, cities in similar circumstances. ·could apply to the

courts to sell the la(ld, placing it back on the tax roJls. Cities \'/ith populations

under 12,000 --- of the third class --- already have this right.

# # #

1 ~. ThIS act snall ~aKe eueCL I:Ll:I LV vVIUIllH 1. Ul1 V UUC <-v, -'-<1VV <-un<

2 as to Column 2 on April 14, 1981.

ExPLANATION-Matter enclolled in bold-faced bracketll [thus] in the above bill
Is not enacted and is intended to be omitted in the law.
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