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§§5-9 
C.17:17-15 to 
17:17-19 

P.L.1993. CHAPTER 234. approved Augu,'9. 1993 

1993 Assembly No. 75 (Firs' Reprinr' 
'!~ 

1 AN ACT concerning capital and surplus requirements for certain 
2 insurance companies and amending and supplementing various 
3 parts of Title 17 of the Revised Statutes. 
4 
5 BE IT ENACTED by the Senate and General Aaembly oj the 
6 IState oj New Jersey: 
7 1. R.S.17:17-1 is amended to read as follows: I 

8 17:17-1. Ten or more persons may form a corporation for the 
9 !purpose of making of any kinds of insurance, as follows: 

10 · a. Against direct or indirect loss or damage to property, 
11 iincluding loss of use or occupancy by fire. smoke; smudge; 
12 !lightning; tempest on land, including windstorm, tornado and 
13 :cyclone; earthquake; collapse of buildings; hail; frost or snow; 
14 :weather or climatic conditions, including excess or deficiency of 
15 :moisture, nood, rain or drought, rising of the waters of the ocean 
16 or its tributaries; bombardment; invasion; insurrection; riot; civil 
17 ·war or commotion; military or usurped power; vandalism or 
18 ·malicious mischief; striking employees; explosion, whether fire 
19 :ensues or not. except explosion of steam boilers and flywheels; 
20 ;and arising from the use of elevators, aircraft, automobiles or 
21 other vehicles; against loss or damage by insects or disease to 
22 ·farm crops or products and loss of rental value of land used in 
23 producing the crops or products. 
24 b. Against any kinds of loss or damage to: Vessels, craft. 
25 aircraft, cars, automobiles and vehicles of every kind, including 
26 all kinds of automobile and aircraft insurance (excepting 
27 insurance against loss by reason of bodily injury to the person), as 
28 well as all goods, freights, cargoes, merchandise, effects, 
29 •disbursements. profits, moneys, bullion, precious stones. 
30 securities, chases in action, evidence of debt, valuable papers, 
31 bottomry and respondentia interests. and all other kinds of 
32 property and interests therein. in respect to, appertaining to or in 
33 connection with any and all risks or perils of navigation, transit. 
34 or transportation, including war risks. on or under any seas or 
35 other waters, on land or in the air, or wtaile being assembled. 
36 packed, crated, baled, compressed or similarly prepared for 
37 shipment or while awaiting the same or during any delays, 
38 storage, transshipment or reshipment incident thereto, including 

~ 39 marine builder's risk and all personal property floater risks, and 
40 to person or to property in connection with or appertaining to a 
41 marine, inland marine, transit or transportation insurance. 
42 including liability for loss of or damage to either, arising out of 

EXPLANATION--Ma\ter enclosed in bold-f~ced brackets [thus] in the 
above bill is not enacted and is intended to b~ ~mitted in the law. 

Hatter underlined 1hY1 is new matter.
 
fitter enclosed in superscript numerals has been adopted as follows:
, Ass.-bly AIM committee .-endments adopted Harch 29. 1993. 

C 
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1 or In cormection with the construction, repair, operation.
 
2 mainlenance or use of the subjAct matter of the insurance (but
 
3 not i~cluding life insurance or surety bonds) but. except as herein
 
4 specified. not against loss by reason of bodily injury to the person.
 
5 c. ,Upon the lives or health of persons, and every Insurance
 
B appe~taining thereto, and to grant, purchase or dispose of
 
1 annuiUes.
 
8 d. :Against bodily injury or death by accident. and upon the
 
9 hBalt~ of persons, including a funeral benefit to an amount not
 

10 exceljding [$100.00] $100 or against loss or damage to 
11 auto~obiles or motor vehicles, or to wagons or vehicles propelled 
12 by a ihorse or team of any description, resulting from collision 
13 wit~ Imoving or stationary obiects, against perils to property 
14 aris~ from the use of elevators, aircraft, automobiles or other 
15 motof vehicles. or against loss by legal liability for damage to 
16 persops or property (including, if the insured is a state or a 
11 politifal subdivision of a state or a municipal corporate 
18 inst~entality of one or more states, loss by voluntary payments 
19 mader by the insured \Ulder circumstances where the insured would 
20 have, legal liability if it were a private corporation) resulting 
21 from icollision of automobiles, aircraft, or motor vehicles, or of 
22 wagofs or vehicles propelled by a horse or team with moving or 
23 stat~nary obiects. 
24 e. IAgainst loss or damage resulting from accident to or injury 
25 suffered by any person for which loss or damage the insured is 
26 liabl~, including, if the insured is a state or a political subdivision 
21 of a ,tate or a mwticipal corporate instrumentality of 1 or more 
28 stateS, loss or damage resulting from accident to or injury 
29 suffered by any person for which loss or damage the insured 
30 woul~ be liable if it were a private corporation. 
31 f. ~gainst damage to property of the insured or loss of life or 
32 dam~e to the person or property of others for which the insured 
33 is li~ble (including, if the insured is a state or a political 
34 subditision of a state or a mwrlcipal corporate instrumentality of 
35 1 or more states, loss of life or damage to the person or property 
36 of o"ers for which the insured would be liable if it WE, ~ a 
31 priva~e corporation), caused by the explosion of steam boilers, 
38 pipes; engines, motors and machinery connected therewith or 
39 operated thereby. 
40 g•. Aaainst loss from the defaults of persons in positions of 

.I 
,'.41 trust. public or private. or against loss or damage on account of 

42 neglect or breaches of duty or obligations guaranteed by the l
43 insurer; and against loss by banks, bankers, brokers. financial or 
44 moneyed corporations or associations. of any bills of exchange. 
45 notes, checks. drafts, acceptances of drafts. bonds. securities. 
46 evidences of debt, deeds. mortgages. docwnents. gold or silver. 
41 bullion, currency. money, platinwn and other precious metals. 
48 refined or unrefined and articles made therefrom. jewelry. 
49 watches. necklaces. bracelets. gems. precious and semiprecious 
50 stones, and also against loss resulting from damage. except by 
51 fire, to the insured' 5 premises. furnishings. fixtures. equipment. 
52 safes and vaults therein caused by burglary. robbery. hold-up, 
53 theft or larceny. or attempt thereat. No such indemnity 
54 indemnifying against loss of any property as specified herein shall 
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I indemnify against the loss of any such property occurring while in 
2 the mail or in the custody or possession of a carrier for hire for 
3 the purpose of h'ansportation, except for the purpose of 
4 transport,tion by an armored motor vehicle accompanied by 10r 
5 more arm~d guards. 
6 h. Against loss or damage ori account of encumbrances upon or 
7 defects ~ titles to real property. A!lY campa-rty organized or 
8 operatingilDlder this paragraph shall have the right, in addition to 
9 its other¥wers. to make searches, abstracts, examine titles to 

10 real prop rty and chattels. and procure and furnish infonnation in 
11 relation t ereto. 
12 i. Ag nst loss from bad debts. commonly known as credit 
13 insurance.. . 
14 j. Ag ., t loss or damage by burglary, theft, larceny, robbery, 
15 forgery, f aud, vandalism or malicious mischief, or anyone or 
16 more of uch hazards; and against any and all kinds of loss or 
17 destructio of or damage to moneys, securities, currencies, scrip, 
18 coins. bu on, bonds. notes. drafts. acceptances of drafts, bills of 
19 exchange d other valuable papers or documents, except while in 
20 the cust y or possession of and being transported by a carrier 
21 for hire orl in the mail; and against loss or damage to automobiles 
22 and aircraft by burglary, larceny. or theft, vandalism or malicious 
23 mischief, iconfiscation or wrongful conversion, disposal or 
24 concealmept, whether held under conditional sale contract or 
25 subject to chattel mortgages, or otherwise, or anyone or more of 
26 such haz::E'. 
27 k. Ag' t loss of and damage to glass, including lettering and 
28 omamenta ion thereon, and the frame in which the glass is set 
29 resulting f~m breakage of the insured glass. 
30 1. Agai$t loss or damage by water or other fluid to any goods 
31 or premis$ arising from the breaking or leakage of sprinklers, 
32 pumps, or iother apparatus erected for extinguishing fires, or of 
33 other co~ts or containers, or by water entering through leaks 
34 or openinp in buildings, and of water pipes and against accidental 
35 injury to sJch sprinklers, pumps, conduits. containers. water pipes 
36 and other apparatus; including loss of use or occupancy of the 
37 property 80 damaged. 
38 m. Upo~ the lives of horses, cattle and other livestock or 
39 against I.os$ by theft of any such property or both. 
40 n. Against loss or damage to property by smoke or .mudge. or 
41 both. 
42 o. Any specified kinds of insurance not included in any of the 
43 foregoing [paragraphs] subsections and which are proper subjects 
44 of insurance. 
-15 Any company. which, by its charter, is authorized to make 
46 insurance against loss or damage to property caused by fire, 
41 lightning, or tempest on land, may, without amendmg its charter, 
48 be authorized by the Commissioner or [Banking and] Insurance to 
49 transact all of the kinds of insurance described in [paragraphs 
50 "a", "b", and "I" hereof] subsections a., b. and 1. of this section, 
51 if it is possessed of the capital stock and surplus or cash 
52 premiwns required by [sections] R,S.17:17-6 and R.S.11:17-1 [of 
53 this Tille]; and any company which. by its charter. is authorized 
54 to make insurance against loss or damage to private dwelling 
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1 property and contents thereof under [paragraph "a" hereof]
 
2 subsection it" of this section, may, without amending its charter
 
3 [or increasiJllg its capital and surplus, or net cash assets if a
 
4 mutual co~pany], be pennitted to transact all of the kinds of
 
5 insurance d~scribed in [paragraphs "f," "k," and "I." hereof]
 
6 subsections .f., k. and 1. of this section, limited, however. to
 
1 extending f~re or casualty insurance policies to provide such
 
8 coverages on private dwellings and contents thereof,
 
9 [notwithst ing the provisions of sectioils] if it possesses the
I 

10 ca ital and Ius or cash remiums re uired b R.S.11:11-6 and 
11 R.S.11:11-1 of this Title]; or any company which. by its charter. 
12 is authorize to make any kinds of insurance described in [any of 
13 the paragrat; "a" to "0"] subsections a. through o. of this 
14 section. inc usive [, of section 11:11-1 of this Title] , except 
15 [paragraph ,'c. "] subsection' c. of this section, may. without 
16 amending itt'charter. if it is possessed of a capital stock of at 
11 least [$2,0 .000.00] $3,500.000 and surplus of at least 
18 [$1,000,000. 0] $2,150,000 or, if a mutual company, it is 
19 possessed of' net cash assets (excess of allowable assets over all 
20 liabilities) ot at least [$3.000,000.00] $6,250,000. be authorized by 
21 the CommisFioner of [Banking and] Insurance to transact any 
22 other kind Dr kinds of insurance that may be proper subjects of 
23 insurance. e~cept upon the lives of persons or the granting of 
24 annuities. 
25 (cf: P.L.195f. c.53, s.l) 
26 2. R.S.11:11-6 is amended to read as follows: . . 
21 11:11-6. No stock insurance company organized under chapters 
28 11 to 33 of [this] Title 11 of the Revised Statutes (11:11-1 
29 et seq.). shall commence or continue business unless it has a 
30 capital stoc~ of at least [$200,000.00] the greater of $500.000. 
31 actually paid in cash [and additional] ~ capital stock of 
32 [$100,000.001 $200,000, actually paid in cash, for each kind of 
33 insurance m9re than one which it may transact as specified in 
34 [section 11:11-3 of this Title, and also a surplus actually paid in 
35 cash equal to 1/2 of the capital stock] subsections a., b., f., i., j., 
36 k., I., m.• n. and o. of R.S.11:11-1j $1,000,000 for the kinds of 
31 insurance specified in subsection e. of R.S.11:11-1j and $500,000 
38 for the kinds specified in subsection g. of R.S.11:11-1j and, in 
39 addition, a surplus, actually paid in cash. of at least the greater 
40 of $250,000 or $100,000 for each kind of .insurance more than one 
41 which it may transact as specified in subsections a., b., t, i., j., 
42 k. t I., m., n. and o. of R.S.11:11-1j $1,000,000 for the kinds of 
43 insurance specified in subsection e. of R.S.11:11-1j and $150,000 
44 for the kinds specified in subsection g. of R.S.11:11-1. 1[ A 
4f. company shall not commence or continue the kind of business 
40 specified in [paragraph "c"] subsection d. of [section] R.S.11:11-1 
47 [of this Title], unless it has a capital stock of at least 
48 [$800,000.00] $500,000, actually paid in cash, [and an additional 
49 capital stock of $100,000.00, actually paid in cash. for every 
50 other kind of insurance which it is authorized to tranSAct,] and 
51 also a surplus of at least [$1.100,000.00] $150,000, actually paid 
52 in cash.]1 [Except as otherwise provided hereby, a company shall 
53 not commence the kind of business specified in paragraph "d" of II 
54 sec:tion ]1:11-1 of this Title, l.Dl1ess it has acapital stock of at 
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1 least $400.000.00. actualiy paid in cash. and an additional capital 
2 stock of $100.000.00. actually paid in cash. for every other kind 
3 of iNlurance other than the kind specified in paragraph "c" of 
4 sectiQn 17:17-1 of this Title which it is authorized to transact. 
5 and aJso a surplus of at least $600.000.00, actually paid in cash; 
6 provi4ed. however. that any such insurer duly licensed in this 
7 State immediately prior to the effective date of this enactment 
8 shall be excepted from the provisions hereof and shall remain 
9 subjc~t to those capital find surplus requirements in effect 

10 immejiiately prior thereto. but if such insurer hereafter seeks to 
11 amen~ its license by increasing the kinds of business which it 
12 shall Ibe authorized to transact in this State, it shall then be 
13 sUbje~t to the capital and surplus requirements specified herein. 
14 A co~pany fanned for the purposes specified in paragraph "d" of 
15 secti~n 17:17-1 of this Title may not transact the kind of business 
16 speci~ied in paragraph "c" of section 17:17-1 of this Title WIless 
17 such fompany increases its capital stock and surplus. actually 
18 paid ~ the cash, to confonn to the financial requirements of a 
19 comp~y fanned for the purposes specified in paragraph "c· of 
20 secti~n 17:17-1 of this Title. A company shall not commence the 
21 kind ~f business specified in paragraph "g" of section 17:17-1 of 
22 this 1'itle, WIless it has a capital stock of at least $250,000.00 
23 actually ,lid 'in cash, and an· additional capital stock of 
24 $100,~O.OO, actually paid in cash, for every other kind of 
25 insur~ce which it is authorized to transact, and also a surplus 
26 actuatly paid in cash equal to 1/2 of the capital stock. In case of 
27 a stoqk insurance company fanned under paragraph "h" of section 
28 17:17.,.1 of this Title by certificate filed in the Department of 
29 B~g and Insurance prior to January 1,1947, the company shall 
30 be entitled to commence business within the time limited by 
31 sectiCjn 17:17-10 of this Title if it has a capital stock of at least 
32 $100,~OO.00, actually paid in cash, and also a surplus actually paid 
33 in cash equal to 1/2 of such capital stock.] 
34 A stock insurance company authorized to transact the kinds of 
35 business specified in R.S.17:17-1 or eligible to insure swplus lines 
36 risks pursuant to section 11 of P.L.1960, c.32 (C.17:22-6.45) as of 
37 the effective date of this 1[1992] 19931 amendatory and 
38 supplementary act may applY to the commissioner for a 
39 tempOrary waiver of .the applicable capital and surplus 
40 reguitements set forth in this section. The commissioner may, in 
41 his discretion. temporarily waive the applicable capital and 
42 surplus requirements for that insurance company for a period of 
43 no more than five years, except that the insurance company shall 
44 remain subject to capital and surplus requirements of no less 
45 amounts than those in effect immediately prior to the effective 
46 date of this 1[t992] 19931 amendatory and supplementary act. In 
47 considering such a temporary waiver, the commissioner shall 
48 consider the size of the insurance company.' s deficiency in 
49 meeting the applicable capital and surplus requirements; the 
50 adequacy of the insurance company's financial plan to meet the 
51 applicable capital and surplus requirements; and any other factors
 
52 deemed appropriate by the commissioner.
 
53 (cf: P.L.1968, c.336, s.2)
 
54 3. R.S.17:17-7 is amended to read as follows: 

I 
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1 17:17-1. (Except as otherwise provided in section 17:34-8 of 
2 this Title, no) No mutual insurance company organized Wlder 
3 chapters IV to 33 of [this] Title 11 of the Revised Statutes 
4 (§17:1'-1 et seq.), shall commence business Wltil bona fide 
5 applicatiofl$ have becn made for insurance with the company of 
6 the kind Qr kinds it may transact, as specified in [section] 
7 R.S.17:17-3 [of this Title], and premiums thereon have been paid 
8 into the cQmpany in cash in such sum, which, together with any 
9 other fWl~ that may be legally available, will result in the 

10 company h~ving unencumbered assets over and above all required 
11 reserves an~ other liabilities of at least [$50.000.00 for each kind 
12 of business lit may transact, as specified in section 17:17-3 of this 
13 Title. as afqresaid] 50 percent of the capital and surplus required 
14 of a stoc' com an transactin the same kind or kinds of 
15 insurance. Any such company now transacting business in this 
16 State and . esiring to write one or more additional kinds of 
17 insurance ~ust be possessed of at least $50.000.00 of net cash 
18 assets for $ch kind of insurance it is writing and is proposing to 
19 write. A *,utual company shall not commence the kind of 
20 business specified in paragraph "c" of section 17:17-1 of this title 
21 tmless it hJ net cash assets of at least $600,000.00 and, unless 
22 also qUalifi,d under said paragraph "c," shall not commence the 
23 kind of business specified in paragraph "d" of section 17:17-1 of 
24 this title ~ess it has net cash assets of at least $300,000.00,] A 
25 company &ball not commence or continue the business of 

I 

26 [workmen's' compensation or employer's] liability insurance. as 
27 comprised :in [paragraph "e"] ~ubsection e. of [section] 
28 R.S.t7:17-1 '[of this Title] unless it has net cash assets of at least 
29 [$3oo.ooo.0q] $2,000.000 and shall not commence or continue the 
30 writing of ~idelity and surety bonds as comprised in [paragraph 
31 "g"] subsection g. of [section] R.S.17:17-1 [of this Title] unless it 
32 has net cashi assets of at least [$375,000.00] $1,250.000. 
33 A mutual insurance company authorized to do the kind of 
34 business speCified in R.S.17:t7-t or eligible to insure surplus lines 
35 risks pursuant to section 11 of p.L.1e60. c.32 (C.17:22-6.45) as of 
36 the effective date of this 1[1992] 19931 amendatory and 
Ji SUPPlementary act may apply to the commissioner for a 
38 temporary waiver of the applicable capital and surplus 
39 requirements set forth in this section. The commissioner may. in 
40 his discretion. temporarily waive the applicable capital and 
41 surplus reqwrements for that insurance company for a period of 
42 no more than five years, except that the insurance company shall 
43 remain subject to capital and surplus requirements of no less 
44 amoWlts than those in effect immediately prior to the effective 
46 date of this Ilt992] 19931 amendatory and supplementary act. In 
46 considering such a temporary waiver, the commissioner shall 
47 consider the size of the insurance company's Iluficiency in 
48 meeting the applicable capital and surplus requirements; the 
49 adequacy of the insurance companY's financial plan to meet the 
50 applicable capital and surplus requirements; and any other factors 
51 deemed appropriate by the commissioner. 
52 (d: P.L.1968. c.336. s.3) 
53 4. R.S.17:18-9 is amen~ed to read: I 
54 17:18-9. No insurance company [of] transactins business in this 
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1 &.BOsraphic or otherwisej 1 and transactions which could affect the 
2 companies' solvency. 
3 6. (New section) The commissioner may increase the amoWlt 
4 of ca~ital or surplus required of any insurer pursuant to 
5 R.S.17:l7-6 or R.S.17:17-7, or subsequently revise or redetennine 
6 such ~crease, using appropriate methods and procedures 
7 establi~ed by roles and regulations adopted by the commissioner 
8 in ord.r to provide adequate protection against risks affecting 

I 
9 the insurer's financial condition that are not adequately or fully 

10 cove~ by its reserves or other assets, but Wlder no 
11 ci~tance shall an insurer's capital or surplus be less than the 
12 capitali or surplus required pursuant to R.S.17:17-6 or, if 
13 applic~ble, R.S.l1: 11-1; provided, however, that any increase of 
14 capitall or surplus pursuant to this section, including any increase 
15 req:1 by a subsequent revision or redetennination, shall be 
16 made nly after a fonnal departmental hearing, on a record, 
17 unless hat hearing is waived by the affected insurer. All matters 
18 pertai~ng to a hearing or to an increase of capital or surplus 
19 p~t to this section shall be confidential and not subject to 
20 sUbpoe~a or public inspection, except to the extent that the 
21 commi~ioner finds release of infonnation necessary to protect 
22 the pu~lic. The hearing shall be initiated within 20 days after 
23 writte~ notice to the insurer. Any decision regarding an increase 
24 of ca:i'tal or surplus pursuant to this section, including an 
25 incre required by a subsequent revision or redetermination. 
26 shall c ntain findings specifying the factolS deemed significant in 
27 regard Ito the particular insurer, and shall set forth the reasons 
28 suppor~ing the increase' of capital or surplus ordered by the 
29 cOJnllli¥ioner. In detennining any increase, revision or 
30 redete*"ination in the amoWlt of capital or surplus, the 
31 commiSsioner shall consider the risks of: 
32 a. Iitcreases or decreases in the frequency and severity of 
33 losses ",der nonnal operating conditions, as well as increases or 
34 dec~ in those values, beyond or below the levels 
35 conterr!plated by the rates that it charged for insurance and 
36 beyond or below those reasonably expected Wlder nonnal 
37 conditi~ns; 
38 b. ~creases or decreases in expenses under nonnal operating 
39 conditipns, as well as increases or decreases in those values, 
40 beyondlor below the levels contemplated by the rates that it 
41 chaqed for insurance and beyond or below those reasonably 
42 expected under nonnal conditions; 
43 c. Increases or decreases in the value of, or retum on, invested 
44 assets under nonnal operating conditions, as well as increases or 
45 decreases in those values, beyond or below those levels 
46 anticipated Wlder nonnal conditions; 
47 d. Changes in economic, social and market conditions that 
48 could adversely or favorably affect the financial condition of the 
49 insurer, including conditions that would make Iiqu:.dity more or 
50 less important than c.:ontemplated and would prevent or facilitate 
51 timely investments or force or prohibit untimely sale of assets; 
52 and 
53 e. Any other contingencies, inc.:luding reinsurance and WlfWlded 
54 or extracontractual obligations, which may affect the insurer's 
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1 financial condition. 
2 7. (New section) In detennining any increase. revIsion or 
3 redeteJl111ination in the capital or surplus of an insurer pursuant to 
4 the pn:lvisions of section 6 of P.L. , c. (C. )(now pending 
5 before :the Legislature as this bill), the commissioner shall take 
6 into aCFount the following factors: 
'I a. ~ethods and techniques used to measure risk exposure and 
8 variability; 
9 b•. ~e infonnation available relating to the magnitude of the 

10 vario~ risks described in section 6 of P.L. • c. (C. )(now 
1i ~ before the Legislature as this bill); 
12 c. 1'he extent to which the risks described in section 6 of 
13 P.L. !, c. (C. )(now pending before the Legislature as this 
14 bill) a independent or interrelated, and whether any dependency 
15 is dire t or inverse; 
16 d. e insurer I s financial history, projections of profits or 
17 losses d other operational characteristics; 
18 e. e extent to which the insurer has provided protection 
19 against contingencies in ways other than the establishment of 
20 surplusl including. but not limited to: redundancy of premiums; 
21 marginl in reserv~ and liabilities; adjustability of contracts 
22 ~t to the tenns of the contracts; voluntary or mandatory 
23 invest.,ent valuation reserves; reinsurance; the use of 
24 conserVative actuarial assumptions to provide a margin of 
25 securit~; reserve adjustments after rate increases for policies 
26 wriuerf at earlier and less adequate rates; contingency or 
27 catasttpphe reserves, and diversification of assets and 
28 underw/riting risks; and i

I29 f. Any other relevant factors. including National Association 
30 of I~rance Commissioners' reports and independent judgments 
31 of the ~undness of the insurer's financial condition as evidenced 
32 by rat~s and reports of reliable professional financial services. 
33 8. ~ew section) Every insurance company transacting the
 
34 busin~ of insurance in this State shall, at all times, maintain
 
35 reserv~ in an amount estimated in the aggregate to provide for
 
36 the pafment of all losses and claims incurred, whether reported
 
37 or mreported, which are unpaid and for which such company may
 
38 be liable, and to provide for the expenses of adjustments or
 
39 settle~ent of such losses or claims.
 
40 9. (New section) The commissioner may suspend 'lr revoke the
 
41 authori,ty to do business in this State of any insurer that does not
 
42 comply with the provisions of R.S.17:17-1, R.S.17:17-6,
 
43 R.S.17~17-7, R.S.17:17..:.9 and sections 5 through 8 of P.L. ,c.
 
44 (C. )(now pending before the Legislature as this bill).
 
45 10. This act shall take effect immediately.
 
46
 
4'1
 

48 

49 
50 Increases capital and surplus requirements for property and 
51 casualty insurers. G 

\~ 
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1 the proviliions of section 6 of P.L. , c. (C. )(now pending 
2 before tbe Legislature as this bill), the commissioner shall take 
3 into accoWlt the following factors: 
4 a. Me~hods and techniques used to measure risk exposure and 
5 variabili~; 

6 b. Th~ information available relating to the magnitude of the 
1 various ~ks described in section 6 of P.L. , c. (C. )(now 
8 pending ijefore the Legislature as this bill); 
9 c. Th, extent to which the risks described in section 6 of 

10 P.L. , ~c. (C. )(now pending before the Legislature as this 
11 bill) are dependent or interrelated, and whether any dependency 

";; 

12 is direct r inverse; 
13 d. Th insurer's financial history, projections of profits or 
14 losses other operational characteristics; 
15 e. Th extent to which the insurer has provided protection 
16 asainst ontinsencies in ways other than the establishment of 
17 surplus' eluding, but not limited to: redundancy of premiums; 
18 margin reserves and liabilities; adjustability of contracts 
19 pursuant~to the terms of the contracts; vobmtary or mandatory 
20 investm t valuation reserves: reinsurance: the use of 
21 cooserva ive actuarial assumptions to provide a margin of 
22 security; I reserve adjustments after rate increases for policies 
23 written at earlier and less adequate rates: continBency or 
24 catastro e reserves, and diversification of assets and 
25 underwri ins risks: and 
26 f. An other relevant factors, including National Association 
21 of Inaur ce Commissioners' reports and independent judgments ... 
28 of the undness of the insurer's financial condition as evidenced 
29 by rat' and reports of reliable professional financial services. 
30 8. (N~W section) Every insurance company transactinB the 
31 business of insurance in this State shall, at all times, maintain 
32 reserves in an amoWlt estimated in the aggregate to provide for 
33 the pa~ent of all losses and claims incurred, whether reported 
34 or unre~rted, which are unpaid and for which such company may 
35 be liabl~, and to provide for the expenses of adjustments or 
36 settlem.,pt of such losses or claims. 
37 9. (N~ section) The commissioner may suspend or revoke the 
38 authority to do business in this State of any insurer that does not 
39 comply' with the provisions of R.S.l1:17-1, R.S.l1:17-6, 
40 R.S.l1:17-1, R.S.l1:11-9 and sections 5 through 8 of P.L. , c. 
41 (C. )(now pending before the Legislature as this bill). 
42 10. This act shall take effect immediately. 
43 
44 
45• 46 
41 This bill increases capital and surplus requir~r'lents for insurers 
48 writins property and casualty insurance in New Jersey and 
49 requires such insurers to maintain adequate reserves. The bill also 
50 reduces the maximum exposure of an insurer to 10biS with respect 
51 to any single risk in regard to liability coverages. 
52 The bill permits the Commissioner of Insurance to issue rules 
53 and resulations with respect to solvency standards and tests 
54 which may be applied to insurers. The minimum capital and 
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surplUS~'uitementa Imposed by the bill would become effective 
immediat ly with respect to new lnsu1'8l1, but for insurers 
already t tiq busfn888 in the State, the appUcation of those 
requt=p... ta may be waived for a period of up to five years by 
the . er. 

IDcreaIet capital aad surplus requirementa for property and 
ceaialty l'L \ 
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ASSEMBLY INSJlRANCE COMMlmE 

A.MENDM.,ENTS
 
to 

ASSEMBLY, No. 75 
(Sponsored by Assemblymen Kramer and Augustine) 

REPLACE SECTION 2 TQ REAp; 
2. R.S.17:17-6 is amended to read as follows: 
17:17-6. No stock insurance company organized under chapters 

17 to 33 of [this] Title 17 of the Revised Statutes (17:17-1 
et seq.), shall commence or continue business unless it has a 
capital stock of at least [$200,000.00] the greater of $500.000, 
actually paid in cash [and additional] L...2!: capital stock of 
[$100,000.00] $200.000, actually paid in cash, for each kind of 
insurance more than one which it may transact as specified in 
[section 17:17-3 of this Title, and also a surplus actually paid in 
cash equal to 1/2 of the capital stock] 'subsections a.• b.. f•• i.. i.• 
k.• 1., mOl n. and o. of R.S.17:17-1; $1,000,000 for the kinds of 
insurance specified in subsection e. of R.S.17:17-1j and $600.000 
for the kinds specified in subsection g. of R.S.17:17-1; and. in 
addition, a surplus, actually paid in cash, of at least th' mat,r 
of $250,000 or $100,000 for each kind of insurance mare than on, 
which it may transact as specified in subsections a., b., foe I.. i.. 
k., I.• mOl n. and o. of R.S.17:17-1; $1.000,000 far the 1dnds of 
insurance specified in subsection e. of R.S.17:17-1; and $7&0,000 
for the kinds specified in subsection g. of R.S.17:17-1, 1[ It. 
company shall not commence or continue th' ldnd of buslllea 
specified in (paragraph "e"] subsection d. of (secUcm] 1£17:17-1 
[of this Title), unless it hu a capitll stock or at leat 
($800.000.00] $500,000, actually paid in cash. [1Dd III addltlonl1 
capital stock of $100,000.00, actually paid in cub. for eve.., 
other kind of insuranc' which It is authorised to truaact,) .. 
a1ao a surplus of at l,ut [$1,700,000.00] 17§O.00Q, actul11¥ pIl4 
in cash,]l [Except 51 otherwise provided hereby, a colftPll'r Ibll 
not commence the kind of bUl1n_ specified In puqrtpll "d" of 
section 17:17-1 of this Title, unl_ it bu • capttilitoelt of It 
leut $400,000,00, actually plid 1ft cub. and til addltloaal capital 

.•tock of $100,000,00, actuaUy pal4 in cub. fot ,vtl'V oth,t ldftt 
of inlurance oth.r than the ld.nd IPlell','- mI"~ "e' of 
.ectlon 17:11-1 0' thia Title which it i' authOtt'" \0 \ttMtt\, 
and alao a .urpiUl of at leut .8DO,000.00••'NaUr tal_ 1ft _; 
pnwided, however, that any INCh lnIuret •• U~ 11\ .. 
Statl immediately prior to the ,rr,cUYe dat, of that "'"..\ 
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shall be excepted from the provisions hereof end shall rema.f.n 
subject to thOle capital end surplus requirements in effect 

",J----'
 
immediately prior thereto, but if such insurer hereafter leeks to 
amend its license by increasing the kinds of business which it 
shall be authorized to transact in this State, it shall then be 
subject to the capital and surplus requirements specified herein. 
A company formed for the purposes specified in parasraph "d~ of 
section 17:17-1 of this Title may not transact the kind of busineu 
specified in paragraph "c" of section 17:17-1 of this Title unless 
such company increases its capital stock and surplus, actually 
paid in the cash, to confonn to the financial requirements of a 
company formed for the purposes specified in paragraph "c" of 
section 17:17-1 of this Title. A company shall not commence the 
kind of business specified in paragraph "g" of section 17:17-1 of 
this Title, unless it has a capital stock of at least $250,000.00 
actually paid in cash, and an additional capital stock of 
$100,000.00, actually paid in cash, for every other kind of 
insurance which it is authorized to transact, and also a surplus 
actually paid in cash equal to 1/2 of the capital stock. In case of 
a stock insurence company formed under paragraph "h" of section 
17:17-1 of this Title by certificate filed in the Department of 
Banking and Insurance prior to January I, 1947, the company shall 
be entitled to commence business within the time limited by 
section 11:11-10 of this Title if it has a capital stock of at leut 
$100.000.00, actually paid in cash, and also a surplus actually paid 
in cash equal to 1/2 of such capital stock.] 

A stock insurance company authorized to transact the kinds of 
business specified in R.S.17:17-1 or eligible to insure surplus lines 
risks pursuant to section 11 of P.L.19BO. c.32 rC.17:22-8.45) as of 
the effective date of this 1(1992] 19931 amendatorY and 
supplementary act may apply to the commissioner for a 
temporarY waiver of the applicable capital and sutplus 
requirements set forth in this section. 'lbe cornmis!ioner mg, In 
his discretion. temporarily waive the appUcable capital IPd 
surplus requirements for that insuranc' complDY for , period of 
no more than five years. except that the insurInCI C9mp11lY ahIIl 
remain sublect to capital and surplUl reaulft!DtDta of DO lw 
amounts than those in effect immediatelY prtpr to thl "fICtive 
date of this l[anJ !iUi amendatory and ayppltmentm.,ct, Jp 
cniUm, such a temporary waiver, the COIDIJllMlM" _ 
cPnlid,r th' 8iz, of the inlugnc. comP.', d'QcllDp 1p 

mlltlnR th, appUcabl' capltl1 and ,umlY' mulmlfttli lb' 
ad,quacY of th, _rlDc' cRmp.', fIn.11l ply t9 !DIlt th' 
appUclbl' capUal lDd gmlul rlQulrtmlDt'j ami lOX gtur '"WI 
dtem'd appropriate by the gqrnmIH'Qn,r, 
(cf: P.L.iSBS. c.338. 8.2) 

$ 
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BEPLeA,E &ECTION 3 T9 BEAPi 
3•. R.S.17:11-1 is amended to read as follows: 
11:11-1. [Except B5 otherwise provided in section 11:34-8 of 

this Title, no] No mutual insurance company oJ'lanized under.1- chapters 11 to 33 of [this] Title 11 of the Revised Statutes 
(§11:11-1 et seq.), shall commence business until bona fide 
applications have been made for insurance with the company of 
the kind or kinds it may transact, B5 specified in [section] 
R.S.11:11-3 [of this Title], and premiums thereon have been paid 
into the company in cash in such sum, which, together with any 
other funds that may be legally available, will result in the 
company having unencumbered usets over and above all required 
reserves and other liabilities of at least [$50,000.00 for each kind 
of business it may transact, as specified in section 11:11-3 of this 
Title, as aforesaid] 50 percent of the capital and surplus required 
of a stock company transacting the same kind or kinds of 
insurance. ·iAny such company DOW transacting business in this 
State and desiring to write one or more additional kinds of 
insurance must be possessed of at least $60,000.00 of net cash 
usets for each kind of insurance it is writing and is proposing to 
write. A mutual company shall not commence the kind of 
business specified in paragraph "c" of section 11:11-1 of this title 
unless it has net cash usets of at least $600,000.00 and, unless 
also qualified under said paragraph "c," shall not commence the 
kind of business specified in paragraph "d" of section 11:11-1 of 
this title unless it has net cash assets of at least $300,000.00.) A 
company shall not commence or continue the business of 
[workmen's compensation or employer'S] liability insurance, u 
comprised in [paragraph "e"] subsection e. of [section] 
R.S.l1:11-1 [of this Title] unless it has net cash usets of at leut 
[$300,000.00] $2.000.000 and shall not commence or continue the 
writing of fidelity and surety bonds IS comprised in [paragraph 
"g"] subsection 8. of [section] R.S.11:11-1 tof thlI Title] unless it 
hu net cub usets of at least [$316,000.00] '1.2&0.000. 

A mutual insurance company authorized t. dp the Npd of.In... g,cifi,d in R..S.17:17-t or eUsIbl8 to .... turplp1loM 
filM PU.lIlt to ..etion 11 of P.L.tlOO. e.sa (C.Uj":'·") M pt 
the "fectlv, date of thls l[.lIU.) .liU.1 amtml."J'Y MIl 
supplemental)' let may applY to the cprnmllMpnv fpr , 
'!DIPOUl)' waiv.r of tbe IppUglble cgital _ •• 
reglllrllDIDt...t forth in thls IIqUAD. "', .....t DIe .. 
hit ._£ltioo, t.mpgrtrllx 'liy. tb. .ppUp'* MM'LIIt 
_1Y' r'gWr,m,ot' for tbat 1ftMtM. ppmpp"'a'!"W...ll 
na.ma" .than fiy•. Y,m, ,xqoptsh,' lb• ..,.19'-M 

=:i'=\h~i;C:il».='ift7t=i::=~~
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date of this 1[1992.119931 amendatorY and &URRl!m.gtaa ,cl. In 
considerins such a temporarY waiver. the cornm.II!ioner shall 
consider the size of the insurance company's deficiency in 
meeting the applicable capital and surplus requirements; the 
adequacy of the insurance company I s financial plan to meet the 
applicable capital and surplus requirements; and any other facton 
deemed appropriate by the commissioner. 
(cf: P.L.1968, c.336, 8.3) 

REPLACE SECTION 4 TO READ; 
4. R.S.17:18-9 is amended to read: 
17:18-9. No insurance company [of] transacting business in this 

State shall expose itself to any loss on anyone risk or hazard [to] 
in an amount exceeding ten per centmn (10%) of its net assets [, 
and no insurance company of another State or foreign county, 
transacting business in this State, shall expose itself to any loss 
on anyone risk or hazard in this State to an amount exceeding 
ten per centum (10%) of its net assets] as of December 31 next 
preceding. except that for the kind of business specified in 
subsection e. of R.S.17:17-1. the exposure to any loss on anyone 
risk or hazard shall not exceed five per centum (5.0%) of the 
insurer's net assets as of December 31 next precedins. With 
respect to the kind of business specified in subsection e. of 
R.S.17:17-1. the commissioner may revise the limit between five 
per centlDn (5.0%) and ten per centum (10.0%) of net assets 
exposed on anyone risk or hazard as deemed necessary bued on 
an assessment of the lines and classifications of business written 
and on the individual company's financial condition. So much of 
a risk or hazard as shall be reinsured in a company [lawfully 
transacting business] l[authorized or admitted to transact the 
business of insurance in this State,] that satisfies the 
requirements set forth in P.L. c. (C. )(now pendina 
before the Legislature u Assembly, No. 84) or u to which credit 
for reinsurance is allowed punuant to the law of the ceb 
insurer's state or countrY of domicile. which law iasubstlDtilllv 
similar to P.L. c. (C. )(now _cUp, before the 
Lesitlature H Assembly. No. 84)1 shall not b, consldared part of 
the risk. 1[Any part of a risk or hazard which Is reiMured In • 
comPAnY which is not authorized or admitted thtll b. SOnatdered 
part of the risk unie. the r'lnaunr proyidu cR1ltttgl tp t1lI 
cecUn. .rer acceptable to the corom._t or gtb.rwlp 
cgmp". with the requiremtnt. IItab"tbttJ bx tbla It." rv 
anoN' credit for rel.nlurange.]l 

Any mutual fire inaurenci company optrated without purpoae 
of profit and which confln.s its bualntU prlnelP. to aprlftltl,. 
rlakl, and which pi" no commlillona or brolttRIU tot th, 
Icquiaition of itl bUlinell may expo.t It••lf to l. Oft 1ft? ., 
ri.k or hluM to an amount not Ixclldlnl 'tft pet Clft\'lllft (to") 
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of thl sum of its net 8IlSets and its B1'Oss premium or premium 
deposits in force. No [mutuaD insurance company trUlSscting 
business in this Stlte and havin, net 8IIets of ... than [three 
hundred thousand dollars ($300,000.00)) 12,000,000 shall issue any 
policy of insurance [in this State) on anyone risk or hazard for an 
amount in excess of double the amount to which it can legally 
expose itself, IS above provided, unless the reinsurance contracts 
[be) have been submitted to and approved by the commissioner. 

This section shall not apply to policies of life insurance, marine 
insurance, including transportation and inland navigation, title or 
mortgage insurance, or worlanen' s compensation or employer'I 
liability insurance. 
(cf: P.L.1951, c.206, 1.3) 
REPLACE SECTION § TO REAp; 

5. (New sectipn) The commissioner may promulgate rules and 
regulations with respect to solvency Itandards and tests, 
including, but not liinited to: the ratio of policyholder surplus to 
net premiumsj the ratio of policyholder surplus to net claim 
reservesj lthe concentration of the insurer's exposures, 
geographic or otherwisejl and transactions which could affect the 
companies' solvency. 



ASSEMBLY INSURANCE COMMITTEE
 

STATEMENT TO
 

~EMBLY, No. 75 
with committee amendments -

SlATE OF NEW JERSEY 

DATED: MARCH 29,1993 
I IThe JemblY Insurance Co....'mittee reports favorably and with 

c.o.mm~'ttee:amendments, Ass.emblYHhi No. 75. 
This bi increases capital and surplus requirements for insurers 

writing p rty and casualty insurance in New Jersey and requi res 
such· rs to maintain adequate reserves. The bill also reduces 
the maxi~ exposure of an insurer to loss with respect to any 
single risk. regard to liability coverages. 

The .bi pennits the Commissioner of Insurance to issue roles 
and regula ions with respect to solvency standards and tests which 
may be aiPlied to insurers..The minimum capital and surplus 
requireme ts imposed by the bill would become effective 
immediate y with respect to new insurers, but for insurers already 
transacta business in the State, the application of those 
requi~~e ts may be waived for a period of up to five years by the 
commlSSlO er. 

The ~endments eliminate apparent inconsistencies with 
respect to l the capital and surplus requirements for stock property 
and casual y insurers doing health insurance business and anyone 
else doing eaith insurance busin~s: clarify lanjUag8 for credit for 
reinsuranc to insure consistency of application of Assembly, No. 84 
also repOr ed by the committee on this date; and provide that the 
commisSf .. er may promulgate rules with respect to the 
concentrat~onof an insurers exposures; among other thinp. 

i 
I 

I 

= 



SENATE COMMERCE COMMITTEE 

STATEMENT TO 

[FIRST REPRINT] 

A&C;EMBLY, No. 75 

SiATE OF NEW JERSEY 

DATED: MAY 27,1993 

The S nate Commerce Committee reports favorably Assembly, 
No. 75 (1 ). 

This "U increases capital and surplus requirements for insurers 
writing p perty and casualty insurance in New Jersey and requires 
such insu ers to maintain adequate reserves. The bill also reduces 
the maxi urn exposure of an insurer to loss wi th respect to any 
single ris in regard to liability coverages. 

Theb II pennits the CommisSioner of Insurance to issue rules 
and regul Hons with respect to solvency standards and tests which 
may be pplied to insurers. The minimmn capital and surplus 
requirem nts imposed by the bill would become effective 
iminediat ly with respect to new insurers, but for insurers already 
transact' .g business in the State, the application of those 
requirem nts may be waived for a period of up to five years by the 
commissi nero 

... 
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