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INTRODUCED FEBRUARY 11, 1970
By Assemblyman KALTENBACHER
Referred to Committee on Insurance

Ax Acr concerning insurance, regulating rates, underwriting guide-
lines and agency contracts therefor in certain cases, and amend-
ing and supplementing chapter 217 of the laws of 1970 and amend-
ing chapter 27 of the laws of 1944.

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

1. Section 1 of P. L. 1970, c. 217 (C. 17:22-6.14a) is amended to
read as follows:

; 8 ‘*”"’[The full commission on insurance premiums shall not be
earned by the agent or broker at the tumne coverage s placed, but
the commission shall be earned by the agent or broker in the same
proportion as the net premium is earned by the insurer . §** **In the
event that a policy is canceled by the insurer, either at its own behest
or at the behest of the agent or broker of record, the unearned pre-
maum, including the unearned commission shall be returned io the
policyholder. In the event that a policy is canceled by the insured,
any broker of record may retain his portion of the unearned com-
mission, and the balance of the unearned premium including any
balance of unearned commission, shall be returned to the policy-
holder.** Contracts between insurance companies and agents for
the appointment of the agent as the representative of the company
shall set forth the rates of commission to be paid to the agent for
cach class of insurance within the scope of such appointment written
on all risks or operations in this State except:

(a) Reinsurance,

(b) Iafe insurance.

(¢) Annuities.

{d) Accident and Lealth insurance.
(e) Title insurance.

(f) Morigage gruaranty insurauce.

ExriaNATION—Matter ernclosed in bold-faced brackets [thusl in the above hill
is not enacted snd is intended to be omitted in the law.
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(g) Hospital service FofJ *[or]” *,* medical serviee, *[corpora-
tions}*, *or* dental service *corporaticns*, investment companies,
mutual benefit associations, or fraternal beneficiary associations.

Said rates of commission shall continue in force aud effect unless
changed by mutual written consent or until termination of said
contract as hereinafter provided. Failure to achieve such muiual
consent shall require that the agent’s contract be terminated as
hereinbelow provided. The rate of commissions being paid on each
class of insurance on the date of enactment hereof shall be deemed
to be pursuant to the existing contract between dgent and company.

Termination of any such contract for any reason other than one
excluded herein shall become effective after not less than 90 days’
notice in writing given by the company to the agent and the Com-
missioner of Insurance. No new business nor increases in liability
on rerewal or in force business shall be written by the agent for
the company after notice of termination without written approval
of the company. However, during the term of the agency contract,
including the said 90-day period, the company shall not refuse to
renew such business from the agent as would be in accordance with
said company’s current underwriting standerds. The company shall
during a period of **[6]** **9%* months from the effective date of

such termination, upon request **iwn writing™ of the terminated
agent **Land payment of the premiwm thereford™*, renew all con-
tracts of insurance for such agent for said company **as may be in
accordance with said company’s then current underwriting stan-
dards and pay to the terminated agent a commission in accordance
with the previous ageuncy contract of the terminated agent. Said
commission can be paid only to the holder of a New Jersey broker’s.
license.** [Eduring a period of 6 months from the effective date
of such termination, but in} **[through an active agent of the
company and at the rate of commission then currently payable
to said active agent, equitably divided between the active and
terminated agents.I** In the event any risk shall not mect the
then current underwriting standards of said company, that ecom-
pany may decline its renewal, provided that the company shall give
the terminated agent and the insured not less than 60 days’ notice
of its intention not to renew said contract of insurance.

[No new business nor increases in liability on renewal or in
force business shall be written by the agent for the company after
notice of termination without written approval of the company.}

[Conmissions may only be changed by mutual written consent
between agent and company. Iailure to achieve such mutual con-

sent shall require that the agent’s contract be terminated as here-
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inabove provided. The rate of conmunissions heing paid on each
class of insurance on the date of enactment hereof shall be deemed
to he pursuant to the existing coniract Letween agent and com-
pany.]

[During the term of said contract the company shall not refuse
to renew such business from the agent as would be in accordance
with said company’s current underiting standards.]

The agency termination provisions of this [section] act shall
not apply to those contracts in which the agent is paid on a salary
basis without commission or where he agrees to represent excla-
sively one company **for a group of companies under common mun-
agement]** or to the termination of an agent’s contract for iusol-
vency, abandonment, gross and willful misconduct, or failure to pay
over to the company Thoneys due to the company after his receipt of
a written demand therefor, or after revocation of the agent’s license
by the Commissioner of Insurance; and it any such case the com-
pany shall upon request of the tusured **gLand payment of the
premium}** **, provided he mcets the then curvent underwriting

*

standards of the company,™™ renew any contruct of tnsurcnce for-
merly processed by the terminated agent through an aclive agent,
or directly pursuant to such rules and regulations us may be promuyl-
gated by the Commissioner of Insurance.

The [commissioner] Commissioner of Insurance, on the written
complaint of any [insurer or agent licensed in this State,] person
stating that there has been a violation of this [section] act, or
when he deems it necessary without a complaint, [shall} may in-
quire and otherwise wnvestigate to determine whether there has
been any violation of this [section inJ act [the cominissions paid
or payable on the risks in this State].

All existing contracts between agent and company **[pres-

ently]** in effect in the State of New Jersey **on the effeclive date

- of this act** are subject to all provisions of fthis statute] this act.

- The Commissioner of Insurance may, if he determines that a
company is i unsatisfactory financial condition, exclude such com-
pany from the provisions of this act.

**Whenever under this act it is required that the company shall
rencw a coniract of msurance, the renewal shall be for a time period
equal to one additional term of the term specified in the original
conlract, but wn no event to be less than 1 yeur.™™

2. All property and casualty insurers doing business in New
Jersey shall, upon request of the Couumissioner of Imsurance, file

with the Department of Insurance a copy of their current uuder-

-writing guidelines, together with any amendments tliereto or niodi-
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fication thereof. Such guidelines, amendmients or modifications
shall not be arbitrary, capricious or unfairly discriminatory.

3. Where a policy of insurance is not renewed because of failure
to meet **the™™ then current underwriting standards, the notice of
nonrenewal shall **[set forthd** **identify™* the underwriting
standard **and specify mn detwl the factual basis** upon **[which
the nonvenewal is based}** **said underwriting standard has not
been met**,

**There shall be no liability on the part of and no cause of action
of any nature shall arise against the Commissioner of Insurance
or against any insurer, its authorized representative, its agents, its
employees, or any firm, person or corporation furnishing to the
msurer wmformation as to reasons for nonrenewal, for any statement
made by any of them in any written notice of nonrenewal, or in any
other communication, oral or written specifying the reasons for
nonrenewal, or the providing of information pertaining thereto, or
for statements made or evidence submitted at any hearings con-
ducted in conmection therewith.**

4. The Commissioner of Insurance is authorized to adopt, pro-
mulgate and enforce such rules and regulations as he determines
to be necessary to implement this aect.

5. Section 15 of P. 1. 1944, e. 27 (C. 17:29A-15) is amended to
read as follows:

15. No insurer or employee thereof, and no broker or agent shall
knowingly charge, demand or receive a preminm for any policy of
insurance except in accordance with the respective rating-systems
on file with and approved by the commissioner. No insurer, or
employee thereof, and no broker or agent shall pay, allow, or give,
or offer to pay, allow, or give, directly o;i—ndirectly, as an induce-
ment to insurance, or after insurance has been effected, any rebate,
discount, abatement, credit, or reduction of the premium named
in a policy of insurance, or any special favor or advantage in the
dividends or other benefits to acerue thereon, or any valuable con-
sideration or inducement whatever, not specified in the policy of
insurance, except to the extent that such rebate, discount, abate-
ment, credit, reduction, favor, advantage or consideration may be
provided for in rating-sytems filed by or on behalf of such insurer
and approved by the commissioner. No insured named in a policy
of insurance, nor any employee of such insured, shall knowingly
receive or accept, directly or indirectly, any such rebate, discount,
abatement, or reduction of premium, or any such special favor or
advantage or valuable consideration or inducement. Nothing herein

contained shall be construned as prohibiting the payment of com-
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missions or other compensation to regularly appointed and licensed
agents and to brokers duly licensed by this State, nor as prohibit-
ing a discount, abatement, or reduction in premium on policies
issued to or on behalf of the State of New Jersey *[or any agency,
authority, or instrumentality lhereto]® **[*its political subdivt-
sions, or any agencies, authorities, or instrumentalities thereof*J**.

*6. If any section, subsection, subdivision, paragraph, sentence
or clause of this act is held invalid or unconstitutional, such decision
shall not affect the remaining portions of this act, and to this end
the provisions of this act are declared to be severable*

*[6.]* *7.* This act shall take effect immediately.
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