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P.L.1993, CHAPTER 244,' a""rould Augu.t 9, J993 

1993 Assembly No. 86 

J AN ACT providina for the regulation of reinsurance 
2 intennedlanes. 
3 
4 BE IT ENACTED by tlte Senate and Genera' Auembly 01 the 
5 Stet. 01 N.w Jerl.Y: 
8 1. As used in this act: 
7 "Commissione," means the Commissioner of Insurance. 
8 "Controllina person" means a person which directly or 
9 indirectly has the power to direct, or cause to be directed, the 

10 manqament, control or activities of the reinsurance 
11 intermediary. 
12 "Insurer" means: 
13 (1) A corporation. association. partnership, reciprocal 
14 exch8118e, interinsurer. Lloyd' s insurer, fratemal benefit society 
15 or other person engaged in the business of insurance pursuant to 
18 Subtitle 3 of Title 11 of the Revised Stalutes or Subtitle 3 of 
17 Title 178 of the New Jersey Statutes: 
18 (2) A medical service corporation operating pursuant to 
19 P.L.I940. c.14 (C. 11:48A-l et seq.): 
20 (3) A hospital service corporation operating pursuant to 
21 P.L.I938. c.366 (C. 11:48-1 et seq.): 
22 (4) A health service corporation opel'aling pursuant to 
23 P.L.I985. c.236 (C.11:48E-l et seq.); and 
24 (5) A dental service corporation operating pursuant to 
25 P.L.I968. c.305 (C.l1:48C-l et seq.). 
28 "Producer" means a person engaged in lhe business of an 
21 insurance agent. insurance broker or insurance consultant 
28 pursuant to P.L.1981. c.293 (C.l1:22A-1 et seq.). 
29 "Reinsurance intermediary" means a reinsurance 
30 intermediary-broker or a reinsurance intermediary-manager. 
31 "Reinsurance intermediary-broker" means a person. other than 
32 an officer or employee of the ceding insurer. which solicits, 
33 negotiates or places reinsurance cessions or retrocessions on 
34 behalf of a ceding insurer without the authority or power to bind 
35 reinsurance on·behalf of that insurer. 
36 .. Reinsurance intermediary-manqer" means a person which 
31 has authority to bind or manages all or part of the assumed 
38 reinsurance business of a reinsurer. including the management of 
39 a separate division. department or underwritina office. and acts 
40 as an agent for that reinsurer whether known as a reinsurance 
41 
42 

intermediary-manager, manaaer or other similar term, except 
that the followmg persons shan not be considered a reinsurance 

43 intermediary-manager, with respect to that reinsurer, for the 
44 purposes of this act: 

•.,. 
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1 (1) An Imploree of the l'8ln1Ul'8ri 
a (a) A United Stat. mana,er of a United Stlt.. branch of an 
3 allln telNlurer: 
.. (~) Aft underwrltlna· mlftl8er which.purauant to contract, 
S men... all or part of the reinsurance operations 01 the 
8 relns\INr. Ie Wlder common control with the refMUral', subject to 
'I P,I..1970. Q••• (C. t1:21A-l .t seq.). and whose Qompel1l8tion il 
e not IIIl_a, baaed on the volume 01 premiums written; 
9 (4) The manlier of a ,roup, aaaoclaUon. pool or orslni.atlon 

10 of irlaurera which enlale in Joint underwritina or joint relnlurance 
t 1 and who Ire subject to examination bv the Insurance 
12 aommlllioner or other similar rerulatory officer of the Itate In 
l3 which the manaler's principal busln ... office la located: 
14 (&) A Ucensed attomey-at-law who neF,tiat81 contracts or 
15 provides ,eneral financial counsel provided no commission or 
18 brokerqe fee is provided. 
1'1 "Reinsurer" means any person which enlales in the activity of 
18 insurIna part or all of an insurance risk from an originating or 
19 ceding maurer. 
20 "To be in violation" means that a reinsurance intermediary. or 
21 the insurer or reinsurer for which the reinsurance intermediary 
22 was acting. failed to substantially comply with the provisions of 
23 this act. 
24 "Qualified United States financial institution". means an 
25 institution that: 
26 (1) Is oraanized. or in the case of a br~eh or agency office of 
27 a foreian banking organization In the United States. licensed. 
28 under the laws of the United States or any state thereof; 
29 (2) Is regulated, supervised and examined by fede.ral or state 
30 authorities havinS regulatory authority over banks and trust 
31 companies; and 
32 (3) Has been determined by either the commissioner. or the 
33 Securities Valuation Office of the National Association of 
3.. Insurance Commissioners. to meet such standards of financial 
35 conditiQO and standtna as are considered necessary and 
38 appropriate to regulate the quality of financial institutions whose 
37 letters·of credit will be acceptable to the commissioner. 
38 2. a. No person shall act as a reinsurance intermediary-broker 
39 or reinsurance intermediary-manager in this State Wlless licensed 
40 as a producer in this State. 
41 b. No insurer or reinsurer shall continue to utilize the services 
42 ofa reinsurance intermediary on and after the effective date of 
43 this act unless utilization is in compliance with this act. 
44 3. The commissioner may require a reinsurance 
45 intennediary-manager to: 
48 a. File a bond in an amount and from an insurer acceptable to 
47 the commissioner for the protection of the reinsurer; and 
48 b. Maintain an errors and omissions policy .in an amount 
49 acceptable to the commissioner. 
60 4. a. 'lbe commissioner shall authorize a pel'lllOR to act as a 
51 reinsurance intermediary if that person hQS complied with the 
52 requirements of this act. Such authorization· to a fintl or 
53 association shall authorize all the members of ~he fintl or 
54 association and any designated employees to act as reinsurance 
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, lnt8nntdi~fies under the authori.alion. and all thOle persona shall 
a .. named In the application and an)' supplements thereto. An 
3 Ruthart.atlon to a corporation ahall authori .. all of the olfleers. 
" and a.n, desianated employees and dlreetol/li thereof, to act 81 

& reinsurance lntennedlaries on behalf of the eorporatlon, and all 
8 thole persona shall be named In the application and any 
7 supplements thereto. . 
8 b. If the applicant seeking authorization 'to act as a 
9 reinsurance intennedial')' is a nonresident. the applicant, as a 

condition precedent to recelvinS or holding such authorization, 
11 shan designate the commissioner .. alent for service of process; 
12 and also shall furnish the commissioner with the name and 
13 address of a resident of this State upon. whom notices or orders of 
14 the commissioner or process affecting sueh nonresident 
15 reinsurance intennedial')' may be served. The person shan within 
18 30 days notify the commissioner in writing of every change in its 
17 desianated agent for service of process, and such change shall not 
18 become effective until acknowledged by the commissioner. 
19 5. The commissioner may refuse to authorize a person to act 

as a reinsurance intennediary if, in his judgment, the person, 
21 anyone named on the application, or any member, principal, 
22 officer or director of the applicant, is not trustworthy, or that 
23 any controlling person .of the applicant is not trustworthy to r .t 
24 as a reinsurance intermediary, or that any of these persons have 
25 given cause for revocation or suspension of that authorization, or 
26 have failed to comply with any prerequisite for that 
27 authorization. Upon written request therefor. the commissioner 
28 shall furnish a summary of the basis for ~fusal of such 
29 authorization. which document shall be privileged and not subject 

to P.L.19B3. c.73 (C.47:1A-l et seq.). 
31 6. Transactions between a reinsurance intermediary-broker 
32 and the insurer it represents in that capacity shall only be 
33 entered into pursuant to a written contract. specifying the 
34 responsibiUties of each party. The contract shall. at a minimum. 
35 provide that: . 
36 a. The insurer may tenninate the reinsurance 
37 intermediary-broker's authority at any time: 
38 b. The reinsurance intermediary-broker shaUrender accounts 
39 to the insurer accurately detailing all material transactions. 

including infomiation necessary to support all commissions, 
41 charges and other fees received by. or owing to. the reinsurance 
42 intennediary-broker, and remit all funds due to the insurer within 
43 30 days of receipt: 
44 c. All funds collected for the insurer's account shall be held 
45 by the reinsurance intermediary-broker in a fiduciary capacity in 
4B a qualified United States financial institution: 
47 d.The reinsurance intermediary-broker shall comply with 
48 sectiOns ~ and 8 of this act: 
49 e. The reinsurance intermediary-broker shall comply with the 

written .standards established by the insurer fOf the cession or 
51 retrocession of all risks; and 
52 f. The reinsurance intermediary-broker shall disclose to the 
53 insure&' any relationship with any reinsurer to which business will 
54 be ceded or retroceded. 

I 
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\ !I. For at It.ut 10 ,eara after the .xpiration of euh contract 
a of relnauonce trwaated b, the reinsurance 
3 lntematd1afJ...~\"Okert the l'tI~rana. intemaed1all-b1'9ker shall 

- 4 keep a c;ompl"e record for each· transaction ahOwinS: 
5 .. The ,,,. of contract, limits, underwriting re.trioUons, 
6 al..... or ria. and territory; 
7 b. Period of CQverep, including effective and expiration 
8 datil, canceUaUon provisions and notice required of cancelletion: 
9 c. aepo,tlna end settlement requirements of balanc ..; 

cl. aate used to compute the reinsurance premium; 
11 a. Names and addresses of assumins reinsurel'S; 
13 f. aat.. of all reinsurance commissions. includins the 
13 commlsstons on anr retrocessions handled by the reinsurance 
14 intannediary-broker: 
IS I. aelatedaorrespondence and memoranda: 
16 b. Proof of placement; 
1'1 1. Details resarding retrocessions handled by the reinsurance 
18 intannediary-broker, including the identity of retrocessionaires 
19 and percentaae of each contract assumed or ceded; 

j. Financial records, includinl, but not limited to, premium and 
21 loss accounts; and 
22 k. When the reinsurance intermediary-broker procures a 
23 reinsurance c::.ontract on behalf of a ceding licensed insurer: 
24 (1) Directly from any assuming reinsurer, written evidence that 
25 the assqminlreinsurer has. agreed. to assume the risk: or 
26 (2) If placed through a representative of the assuming 
21 .reinsurer. other than an employee, written evidence that the 
28 assuming rei.J)surer has delegated binding authority to the 
29 representative. 

8. The insurer shall have access and the right to copy and audit 
31 all accounts and records maintained by the reinsurance 
32 intermediary-broker related to its business in a fonn usable by 
33 the insurer. 
34 9. An insurer shall not engage the services of any person to act 
35 as a reinsurance intermediary-broker on its behalf unless that 
36 person is authorized pursuant to section 4 of tbis act. 
31 10. An.insurer shall not employ an individual who is employed 
38 by a reinsurance intennediary-broker with which it transects 
39 business, unless the reinsurance intermediary-broker .is under 

common control with the insurer and subject to P.L.191O. c.22 
41 (C.l1:21A-l et seq.). 
42 11. A .reinsurance intermediary-broker shall aMllally send a 
43 copy of statements of its financial condition to each insurer with 
44 which it transects business. 
45 12. Transactions ,between a reinsurance intermediary-manager 
46 and the reinsurer it represents in that capacity sIIallonly be 
41 entered into ,",rsuant to a written Contract, SPecifying the 
48 responsibilitittS of each party, which shall be app~ved by the 
49 reinsurer's\1bard of directors. At least 30 day •. before the 

reinsurer assumes or cedes business throuah a·· teinsuriUtce 
51 intermediary-manager, a true copy of the approved _tract shan 
52 be filed with the commissioner for approval. The contract shall. 
53 at a minimum, provide that: ... 
54 a. The reinsurer may immediately terminate the contract for 
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t caUlt! "..... written notice to the remlurance 
2 intermfldiary .. m.na'8r. The reinsurer may suspend the authOrity 
3 of taw reinl\U'e,nce intermediary-manager to aaauma or cede 
" buIln.. durlnathe pendency of any dispute regarding the cause 

for termination; 
6 b. The remsurance intermediary-manager shall render 
'J accounts to the reinsurer accurately detailing all material 
I transactions. inc:ludinS information necessary to 8upport all 
9 comm1ssions. charaes and other fees received by, or owing to. the 

remsul'anc:e intermediary-manaser. and remit all funds due under 
It the contract to the reinsurer on not leas than a monthly basis; 
12 c. AU fmds. coUected for the reinsurer's accowlt shall be held 
13 by the reinsuranc'e intermediary-manager in • fiducl.ry capacity 
14 in a qualified United States financial Institution. The reinsurance 

intermediary-manaser shall not retain more than three months' 
16 estimated claims payments and allocated loss adjustment 
17 expenses. The reinsurance intermediary-manager shall maintain 
tl a separate bank account for each reinsurer that it represents; 
19 d. For at leait 10 years after the expiration of each contract 

of reinsurance transacted by the reinsurance 
21 intermediary-manager. the reinsurance intermediary-manager 
22 shall keep a complete record for each transaction showing: 
23 (1) The type of contract, limits. underwriting restrictions. 
24 classes or risks and territory; 

(2) Period of coverage. includlng effective and expi~ation 
26 dates. cancellation provisionS and notice required of cancellation. 
27 and disposition Qf outstanding reserves on covered risks; 
28 (3) Reporting and settlement requirements of balances; 
29 (4) Rate used to compute the reinsurance premium: 

(5) Names and addresses of reinsurers: 
31 (6) Rates of all reinsurance commissions. including the 
32 commissions on any retrocessions handled by the reinsurance 
33 intermediary-manager; 
34 (7) Related correspondence and memoranda; 

(8) Proof of placement; 
36 (9) Details regarding retrocessions handled by the reinsurance 
31 intermediary-manager. as permitted by section 17 of this act. 
38 including the identity of retrocessionaires and percenta,e of each 
39 contract assumed or ceded; 

(10) Financial records. including, but not limited to. premium 
41 and 1056 accounts; and 
42 (11) When the reinsurance intermediary-manager places a 
43 reinsurance contract on behalf of a ceding insurer: 
44 (a) Directly from any assuming reinsurer, written evidence that 

the assuming reinsurer has agreed to assume the risk: or 
46 (b) If placed through a represent a live of the assuming 
41 reinsurer, other than an. employee, written evidence that such 
48 reinsurer has delegated binding authority to the. representative; 
49 e. The. reinsUrer shall have access and the riJht to copy all 

accounts and· records maintained by the reinsurance 
51 intetmediary-lIlanager related to its bUSiness In a fonn usable by 
5% the reinsurer; . 
53 f. The conttact Shall not be assigned in whole or in part by the 
54 reinsurance intetmedlary-manager; 
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1 It 11w ....ranee Jntennedi• ..,·manapr .a11. _I, with 
3 the wtltte. W\derwritinl and ratina .tandarda .tabUth8d br the 

" 

3 iMurtr lor • acceptance. reJacti.cm or ceylon of aU rlIkI; 
4 h. The fit•• terms and purpose. of commiuions••r,. and 
5 other fe. which the reinsurance intermedlary ..mana,.r may levy 
8 .._t, the reinsurer shall be set forth; 
1 i. If the contract permits the reinsurance 
8 intlnnedi• ..,.manaser to settle claims on behalf of the reinsurer: 
9 (l. All claims shall be reported to the reinsurer ina timely 

I1lIIUl8r; 
11 (2) A CO" of the claim file shan be sent to the reinsurer at ita 
12 request or as soon as it becomes known that tile claim: 
13 (a) Hu the potential to exceed the laer of an ~unt 
14 detenninad by the commiS$ioner or the limit set by the reinsurer; 
15 (b) Involves a coverage dispute; 
16 (c) Mayaxcead the reinsurance intermediary-manager's claims 
11 settlement a\JthorUy; 
18 (d) Is op8nfor more than six months; or 
19 (e) Is closed by payment of the lesser of an amount set by the 

commissioner or an amount set by the reinsurer; 
21 (3) All claims files shall be the joint property of the reinsurer 
22 and reinsurance intermediary-manager. However. upon an order 
23 of liq\Jidation of the reinsurer, the claims files shall become the 
24 sole prop8rty 'of the reinsurer or its estate, except that the 
2S reinsurance intermediary-manager shall have reasonable access 
26 to and the right to copy the files on a timely basis; , 
21 (4) Any settlement authority granted to the reinsurance 
28 intermediary-manager may be terminated for cause upon the 
29 reinsurer's written notice to the reinsurance 

intermediary-manager or upon the termination of the contract. 
31 The reinsurer may suspend the settlement authority during the 
32 pendencJ of the dispute regarding the cause of termination; 
33 j. If t~ contract provides for a sharing of interim profits by 
34 the reinsurance intermediary-manager, those interim profits shall 
35 not be paid until one year after the end of each underwriting 
36 period for proP!lrty business and five years .after the end of each 
31 underwriting period for casualty business. or a later period set by 
38 the commissioner for specified lines of insuranee,and not until 
39 the adequacy of reserves on remaining claims has been verified 

pursuant to section 16 of this act: 
41 k. The reinsurance intermediary-manager shall annually 
42 provide the reinsurer with a statement of its financial condition 
43 prepared by an independent certified public accountant; 
44 I, The reinsurer shall at least biannually conduct a procedural 
45 audit of the underwriting and claims processing operations of the 
46 reinsurance intermediary-manager; 
41 m. The tfIInsurance intermediary-manager shall disclose to the 
48 reinsurer. any relationship it has with any insurer prior to ceding 
49 or assuming any """iness with the insurer PUr&Uallt tOil contract: 

51 
n. Wit~ the scope of its actual or apparent ,~uthority.the 

act. of th.ttinsurance intermediary-manager shall" deemed to 
62 be the acts Of the reinsurer on whoae behalf it ... actllill ,and 
53 0, ,Anytddeodum to the contract &hall be apploved by the 
64 reinsurer'. board 01 directors and shall be filed' with the 
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1 commla'oner within 30 days of approval b)' the,bQaroof direotol'l '.
3 for tbe c;C)mmiutoner's approval. No addendum to the contract 

:1 shall take affect until approvtJd by the commlulonftr 

" 13. The ..-insurance intennediary-man8ger shall not: 


a. Cede l'IU'ocessiona on behalf of the reinsurer. except thal 

6 the relmurance lntennediary-manaser may cede facultative 

7 retl'oCHI.\on& pul'luant to obligatory faculative agreements if the 

8 contraat With the reinsurer contains reinsurance underwritins 

9 auld.llnea for sUGb retrocessions. The auideUnes shall include a 


Ust of reinsure ... with which such automatic axreements are in 
11 eFfeat.and for each such reinsurer, the coverales and amounts or 
12 pefClentapithat may be reinsured, and commission schedules; 
13 b. Commit .the reinsurer to participate in reinsurance 
14 Qndicates; 

c. Appoint any producer without assuring that the producer is 
16 lawfully licensed to transact the type of reinsurance for which he 
17 is appointed; 
18 d. Without prior approval of the reinsurer, pay, or commit the 
19 reinsurer to pay. a claim, net of retrocessions. that exceeds the 

lesser of an amount specified by the reinsurer or one percent of 
at the reinsurer's policyholders' surplus as of December 31 of the 
22 last complete calendar year: 
23 e. Collect any payment from a retrocessionaire. or commit the 
24 reinsurer to any claim settlement with a retrocessionaire, 

without prior approval of the reinsurer. If prior .approval is given. 
26 a report shall be promptly forwarded to the reinsurer; 
27 f. JOintly ,employ an individual who is employed by the 
28 reinsurer unless the reinsurance intermediary-manager is under 
29 common control with the reinsurer subject to P. L. 1970, c.22 

(C.17:27A-1 et seq.); and 
31 g. Appoint a sub-reinsurance intermediary-manager. 
32 14. A reinsurer shall not engage the services of any person to 
33 act as a reinsurance intermediary-manager on its behalf unless 
34 such person is authorized pursuant to section 4 of this act. 

15. A reinsurance intermediary-manager shall annually send a 
36 copy of statements of its financial condition to each reinsurer 
31 with which it transacts business. Such statements ~ll be 
38 prepared by an independent certified public accountant in a form 
39 acceptable to the commissioner. 

16. If. a reinsurance intermediary-manager establishes loss 
41 reserves. the reinsurer shall annually, or more frequently, at the 
42 commissioner's discretion, obtain the opinion of an actuary 
43 attesting to the adequacy of loss reserves established for losses 
44 incurred and outstanding on business produced by the reinsurance 

intermediary-manager. The loss reserve opinion shall be in the 
46 format and ot~erwise satisfy all requirements established by the 
41 commissioner for loss reserve opinions, required to be submitted 
48 by licensed insurers in this State. 1bia opinion shall be in addition 
49 to any other loss reserve certification required in this State. 

11. Sindins authority for all retrocessional contracts or 
51 participationi!t reinsurance syndicates.shall rest with an officer 
52 of the reinsurer who shall not be affiliated with the reinSurance 
53 intermediary:-manager. 
54 18, Within 15 days of termination of a contract with a 
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1 reWW'tM1 tatemledial'¥-manaaer, the remaurer Ihall plOvide 

2 written· nodfiQltion of that termination to· the commlllloner. 

3 Notice of termlnation shall be on a form prellCribed by the 

4 commUliioner and shall indicate the date of temlilJation and the 

5 l'IUQft .therefoJ'.AalDcy appointment -.all not terminate until 

8 noliee 01 termination haa been received by the commissioner. ' 

7 19. AreinlQrer shall not appoint to Its board of directors any 

8 officeI'. . director. employee. controUins shareholder or 

9 subpraducel' of its reinsurance Intermedial'¥-manBser. This 


to sectiorl shall not apply to relationships governed by P.L.t810. 1l.22 
11 (C.t7:27A-t at seq.) or, if applicable, any laws govemina business 
12 transacted by producer-controlled property and casualt, insurers 
13 in this State. . 
14 20. A reinsurance intermedial'¥ shall be subjec. to examination 
IS by the commissioner. The commissioner shall have access to all 
16 books. bank accounts and records of the reinsurance intermediary 
17 in a form usable by the commissioner. A reinsurance 
18 intermediar,-manaser may be examined as ir it were the 
19 reinsurer. 
20 21. a. If the commissioner finds. after notice and opportunity 
21 for a hearing, that a reinsurance intermediary, insurer or 
22 reinsurer is in violation of any provision of this act, the 
23 commissioner may refuse to issue or renew its license, or may 
24 revoke or suspend its license. 
25 b. In addition or as an alternative to any other penalty, the 
26 commissioner may: 
27 (1) Impose a penalty of not more Ulan $5,000 for a first 
28 violation. and .80t more than $10,000 for each subsequent 
29 violation. and in appropriate circumstances order restitution of 
30 moneys owed to any person and reimbursement of the costs of 

I 
!31 investigation andprosecution; 

32 (2) If a violation was committed by the reinSurance 
33 intermediary, order .the restitution to the insurer, reinsurer or 
34 rehabilitator or liquidator of the inSurer or reinsurer for the net I 

I
35 losses incurred by the insurer or reinsurer attributable to such 
36 violation. 
37 c. If the commissioner finds that the interests of the public 
38 require that immediate action be taken prior to completion of the 
39 heanns. the making of a determination and the entry of a final 
40 order. he may enter an appropriate order to be effective pending 
41 completion of the hearing and entry of a final order. These 
42 orders may be entered on ex parte proofs if the proofs indicate 
43 that the commissioner's withholdins of any action 1Dltil 
44 completion of a full hearing will be harmful to the public 
45 interest. Orde~ issued pursuant to this subsection shall be 
46 subject to an· application to vacate upon 10 days' notice, and a 
47 preliminary hearins on the ex parte order shall be held in any 
48 event within 20 days after it is entered. In the alternative. or in 
49 addition, the conunissioner is authorized to institute a proceedina 
50 in the Superior Court, to be conducted in a summary manner. for 
51 an injunction against specified acts or conduct in ald of the 
52 proceedings pending before him, IncludJna temporal'¥ inlunetlons 
53 and interim restraints. 
54 d. Nothing contained in this section Shall affect the riaht of 
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l " .....WalQR&. W impose any other penautes provided tw the 
a '-WI of ".$t.~ft. .. . 
3 .Ia. NoUitaj'rkmt'ined in this act il intended to or .ruul in any 
4 mINIer ~RQ" ",trict the riptl of policyholders. clatmantl. 
& cttlditQ'"or olbfJl' third parties or confer any riabts to such 

6 "mas. 
'I . 23. Tt\fJ coguniea1onel' maYP1'Omuliate rules and regulations 
8 p1U'SU8nt to the It Administrative Procedure Act." P.L.I968. 0.410 
9 (c.u:tta... t et seq.), 81 may be necessary to effectuate the 

to purposes of this act. 
11 24. This act shall take effect on the t80th day following 
12 enactmant. 
t3 
14 
1& STATEMENT 
16 
17 ThisbW PfOvides for· the regulation of reinsurance 
18 Utte~8S' ."Jt:~lnsurance intermediaries are persons or firms 
19 wbo~fol'~ase of reinsurance for primary carriers. 
20 'Jjus,biU,·.bas,",'qn a model law by the NationaiAssociaUon of 
21 Jaiuiance Comrm.sioners. .provides regulatory procedulfJS to 
228D$Ure reinsurance intermediaries have requisite inS\Jrance 
23 knowlqeand t~enable the department to monitor their actions. 
24 
2i 
26 
27 
28 Provides for the regulation of reinsurance intermediaries. 
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1 the commissioner to impose any other penalties provided by the 
2 laws of this State. 
3 22. Nothing contained in this act is intended to or shall in any 
4 manner limit or restrict the rights of policyholders, claimants, 

creditors or other third parties or confer any rights to such 
6 persons. 
7 23. The commissioner may promulgate rules and regulations 
8 pursuant to the "Administrative Procedure Act," P.L.1968, c,410 
9 (C.52:14B-l et seq.), as may be necessary to effectuate the 

purposes of this ac t. 
11 24. This act shall take effect on the 180th day following 
12 enactment. 
13 
14 
~ STATEMENT 

16 
17 This bill provides for the regulation of reinsurance 
18 intermediaries. Reinsurance intermediaries are persons or firms 
19 who arrange for purchase of reinsurance for primary carriers. 

This bill, based on a model law by the National Association of 
21 Insurance Commissioners, provides regulatory procedures to 
22 ensure reinsurance intermediaries have requisite insurance 
23 knowledge and to enable the department to monitor their actions. 
24 

26 
27 
28 Provides for the regulation of reinsurance intermediaries. 
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The Assembly Insurance Committee reports favorably Assembly 
Bill No. 85. 

This bill provides for the regulation of reinsurance 
intermediaries. Reinsurance intermediaries are persons or firms 
who arrange for purchase of reinsurance for primary carriers. 

This bill, based on a model law by the National Association of 
Insurance Commissioners, provides regulatory procedures to ensure 
reinsurance intermediaries have requisite insurance knowledge and 
to enable the department to monitor their actions. 
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reinsurance intermediaries have requisite insurance knowledge and 
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states will not be permitted to accept financial examinAtion., of 

domestic insurance compim1 p.~ by non-IIc(:redj \:ed Plt.ater.. An 

IndeJ')fmd~nt: f\udi t tcnm wi.ll revi ew New ..lerBsy' s standards to 

ensure their compliance wi:h ~he program. 

nThi B legislation wi 11 strengthen the Insurance DepArtment I B 

abi 1 i ty to t'egulate the :I ndllstl'Y and to take pl'eventive measures 

1£ compan1e~ oxperience fiul1m.:lal difficult-1ee," Governor Florio 

.,aid. "The e~ t1zene of New ,Je,~eev can r~e1: ael!5u1"ed that the NAle 

Accredl tatj on Pl'oCjl'atn '",1.11 en~lance the c:apabi li ti es of a 

department which all"eftdy ; 1'1 one of the most prol!lct1 V~ coneumer 

protection agencies in the C"o\lntl·y." 
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efforts of Oovctrnol."' i!'lorio and sevel'a 1 l1Ip.mhf'!t,!,\ 0 f th~ State 

Le9iftlatur~ in Rdopting th~ leqislation. 
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Legislature {Ol.' actj,nq qllickJy on thase bills," Fortunato 

stated. "Th~j t' 8UPt>0r-{: Ilnd Bponsore;hip of vi tal elements of th1. 
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a true team effort. tf 

Failure to receiv~ nccrnditation ~ou1d have affected New 
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policyholder", 
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Section 1. Short Title 

This Act may be cited as the Reinsurance Intermediary Act. 

Section 2. Definitions 

As used in this Act: 

A. 	 "Actuary" means a person who is a member in good standing ofthe American Academy 
of Actuaries . 

B. 	 "Controlling Person" means any person, firm, association or corporation who directly 
or indirectly has the power to direct or cause to be directed, the management, control 
or activities of the reinsurance intermediary. 

C. 	 "Insurer" means any person, firm, association or corporation duly licensed in this state 
pursuant to the applicable provisions of the insurance law as an insurer. 

D. 	 "Licensed Producer" means an agent, broker or reinsurance intermediary licensed 
pursuant to the applicable provision of the insurance law. 

E. 	 "'Reinsurance Intermediary" means a reinsurance intermediary - broker or a reinsur­
ance intermediary -manager as these terms are defined in Subsections F and G of this 
section. 

F. 	 "Reinsurance Intermediary - Broker" (RB) means any person, other than an officer or 
employee of the ceding insurer, "firm," association or corporation who solicits, negoti­
ates or places reinsurance cessions or retrocessions on behalf of a ceding insurer 
without the authority or power to bind reinsurance on behalf of such insurer. 

G. 	 "'Reinsurance Intermediary - Manager" (R.'1) means any person, firm, association or 
corporation who has authority to bind or manages a1l or part of the assumed 
reinsurance business of a reinsurer (including the management of a separate division, 
department or underwriting office) and acts as an agent for such reinsurer whether 
known as a RM, manager or other similar term. Notwithstanding the above, the 
fonowing persons shall not be considered a RM, with respect to such reinsurer, for the 
purposes of this Act: 

(1) 	An employee of the reinsurer; 
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(2) A U.S. Manager of the United States branch of an alien reinsurer; 

(3) 	An underwriting manager which, pursuant to contract, manages all the reinsur­
ance operations of the reinsurer, is under common control with the reinsurer, 
subject to the Holding Company Act, and whose compensation is not based on the 
volume of premiums written. • 

(4) 	The manager of a group, association, pool or organization ofinsurers which engage 
in joint underwriting or joint reinsurance and who are subject to examination by 
the [Insurance Commissioner] of the state in which the manager's principal 
business office is located. 

H. 	 "Reinsurer" means any person, firm, association or corporation duly licensed in this 
state pursuant to the applicable provisions of the insurance law as an insurer with the 
authority to assume reinsurance. . 

1. 	 "To be in violation" means that the reinsurance intermediary, insurer or reinsurer for 
whom the reinsurance intermediary was acting failed to substantially comply with the 
provisions of this Act. 

J. 	 Qualified U. S. Financial Institutions 

For purposes of this Act, a "qualified United States financial institution" means an 
institution that: 

(1) 	Is organized or (in the case of a U.S. office of a foreign banking organization) 
licensed, under the laws of the United States or any state thereof; 

(2) 	 Is regulated, supervised and examined by U.S. federal or state authorities having 
regulatory authority over banks and trust companies; and 

(3) 	Has been determined by either the Commissioner, or the Securities Valuation 
Office of the National Association of Insurance Commissioners, to meet such 
standards of financial condition and standing as are considered necessary and •
appropriate to regulate the quality of financial institutions whose letters of credit 
will be acceptable to the Commissioner. 

Section 3. Licensure 

A 	 No person, firm, association or corporation shall act as a RB in this state if the RB 
maintains an office either directly or as a mem ber or employee of a firm or association, 
or an officer, director or employee of a corporation: 

(1) 	In this state, unless such RB is a licensed producer in this state; or 

(2) 	 In another state, unless such RB is a licensed producer in this state or another st.ate 
having a law substantially similar to this law or such RB is licensed in this state 
as a nonresident reinsurance intermediary. 

B. 	 No person, firm, association or corporation shall act as aRM: 

(1) 	For a reinsurer domiciled in this state, unless such RM is a licensed producer in 
this state; 

(2) In this state, if the RM maintains an office either directly or as a member or 
employee of a firm or association, or an officer, director or employee ofa corporation 
in this state, unless such RM is a licensed producer in this state; 

• 
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(3) In another state for a nondomestic insurer, unless such IUd is a licensed producer 

• 
in this state or another state having a law substantially similar to this law or such 
person is licensed in this state as a nonresident reinsurance intermediary . 

C. The Commissioner may require a ~\f subject to Subsection B to: 

(1) 	 File a bond in an amount from an insurer acceptable to the Commissioner for the 
protection of the reinsurer; and 

Draftine Note: It is contemplated !.hat one hond per reinsurer represented would be required. 

(2) 	Maintain an errors and omissions policy in an amount acceptable to the Commis­
sioner. 

D. 	 (1) The Commissioner may issue a reinsurance intermediary license to any person, 
firm, association or corporation who has complied with the requirements of this 
Act. Any such license issued to a firm or association wi]) authorize all the members 
of such firm or association and any designated employees to act as reinsurance 
intermediaries under the license, and all such persons shall be named in the 
application and any supplements thereto. Any such license issued to a corporation 
shall authorize all of the officers, and any designated employees and directors 
thereofto act as reinsurance intermediaries on behalf of such corporation, and all 
such persons shall be named in the application and any supplements thereto. 

• 

(2) If the applicant for a reinsurance intermediary license is a nonresident, such 
applicant, as a condition precedent to receiving or holding a license, shall designate 
the Commissioner as agent for service of process in the manner, and with the same 
legal effect, provided for by this Act for designation of service of process upon 
unauthorized insurers; and also shall furnish the Commissioner with the name 
and address of a resident of this state upon whom notices or orders of the 
Commissioner or process affecting such nonresident reinsurance intermediary 
may be served. Such licensee shall promptly notify the Commissioner in writing 
of every change in its designated agent for service of process, and such change shall 
not become effective until acknowledged by the Commissioner. 

E. 	 The Commissioner may refuse to issue a reinsurance intermediary license if, in his 
judgment, the applicant, anyone named on the application, or any member, principal, 
officer or director of the applicant, is not trustworthy, or that any controlling person 
of such applicant is not trustworthy to act as a reinsurance intermediary, or that any 
of the foregoing has given cause for revocation or suspension of such license, or has 
failed to comply with any prerequisite for the issuance of such license. Upon written 
request therefor, the Commissioner will furnish a summary ofthe basis for refusal to 
issue a license, which document shall be privileged and not subject to [cite applicable 
freedom of information law]. 

F. 	 Licensed. attorneys at law of this state when acting in their professional capacity as 
such shall be exempt from this section. 

Section 4. Required Contract Provisions - Reinsurance Intermediary - Brokers 

Tra~sactions between a RB and the insurer it represents in such capacity shall only be entered into. 
pursuant to a written authorization, specifying the responsibilities of each party. The authoriza­
tion shall, at a minimum, provide that: 

A 	 The insurer may terminate the RB's authority at any time. 

B. 	 The RB will render accounts to the insurer accurately detailing all material transac­
tions, including information necessary to support all commissions, charges and other 
fees received by, or owing, to theRB, and remit all funds due to the insurer within thirty 
(30) days of receipt. 	 . 
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C. All funds collected for the insurer's account will be held by the RB in a fiduciary 
capacity in a bank which is a qualified U.S. financial institution as defined herein. 

D. 	 The RB will comply with Section 5 of this Act. 

E. 	 The RB will comply with the written standards established by the insurer for the •cession or retrocession of all risks. 

F. 	 The RB will disclose to the insurer any relationship with any reinsurer to which 
business will be ceded or retroceded. 

Section 5. Books and Records· Reinsurance Intennediary Brokers 

A. 	 For at least ten (10) years after expiration of each contract of reinsurance transacted 
by the RB, the RB will keep a complete record for each transaction showing: 

(1) 	The type of contract, limits, underwriting restrictions, classes or risks and 
territory; 

(2) 	 Period of coverage, including effective and expiration dates, cancellation provi. 
sions and notice required of cancellation; 

(3) 	Reporting and settlement requirements of balances; 

(4) 	 Rate used to compute the reinsurance premium; 

(5) 	 Names and addresses of assuming reinsurers; 

(6) 	 Rates of all reinsurance commissions, including the commissions on any retroces­
sions handled by the RB; 

(7) 	Related correspondence and memoranda; •(8) 	 Proof of placement; 

(9) 	 Details regarding retr.ocessions handled by the RB including the identity of 
retrocessionaires and percentage of each contract assumed or ceded; 

(10)Financial records, including but not limited to, premium and loss accounts; and 

(ll)When 	the RB procures a reinsurance contract on behalf of a licensed ceding 
insurer: 

(a) Directly from any assuming reinsurer, written evidence that the assuming 
reinsurer has agreed to assume the risk; or 

(b) 	 If placed through a representative of the assuming reinsurer, other than an 
employee, written evidence that such reinsurer has delegated binding author­
ity to the representative. 

DrafUni Note: Stares may wish to bifurcare this subsection, shortening the required rerention period (or contracts Ii mired 
to first.party property coverages and lengthening the period for certain third-party liability coverages (e.g., medical 
malpractice). 

B. 	 The insurer will have access and the right to copy and audit all accounts and records 

maintained by the RB related to its business in a form usable by the insurer. 


• 
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S(;ction 6. Duties of Insurers Utilizing the Services of a Reinsurance Intermediary • 
Broker 

• A An insurer shall not engage the services ofany person, firm, association or corporation 
to act as a RB on its behalfunless such person is licensed as required by Section 3A of 
tbisAct. 

B. 	 An insurer may not employ an individual who is employed by a RB with which it 
transacts business, unless such RB is under common control with the insurer and 
subject to the Holding Company Act. 

C. 	 The insurer shall annually obtain a copy ofstatements ofthe financial condition ofeach 
RB with which it transacts business. 

Section 7. Required Contract Provisions· Reinsurance Intermediary. Managers 

Transactions between a RM and the reinsurer it represents in such capacity shall only be entered 
into pursuant to a written contract, specifying the responsibilities of each party, which shall be 
approved by the reinsurer's Board of Directors. At least thirty (30) days before such reinsurer 
assumes orcedes business through such producer, a true copyofthe approved contract shall be filed 
with the Commissioner for approval. The contract shall, at a minimum, provide that: 

A 	 The reinsurer may terminate the contract for cause upon written notice to the RM. The 
reinsurer may immediately suspend the authority of the RM to assume or cede 
business during the pendency of any dispute regarding the cause for termination. 

B. 	 The RM will render accounts to the reinsurer accurately detailing all material 
transactions, including information necessary to support all commissions, charges and 
other fees received by, or owing to the RM, and remit all funds due under the contract 
to the reinsurer on not less than a monthly basis . 

• C. All funds collected for the reinsurer's account will be held by the RM in a fiduciary 
capacity in a bank which is a qualified U.S. financial institution as defined herein. The 
RM may retain no more than three (3) months estimated claims payments and 
allocated loss adjustment expenses. The RM shall maintain a separate bank account 
for each reinsurer that it represents. 

D. 	 For at least ten (10) years after expiration ofeach contract ofreinsurance transacted 
by the RM, the RM will keep a complete record for each transactions showing: 

'-(1) The type of contract, limits, underwriting restrictions, classes or risks and 
, territory; 

(2) Period of coverage, including effective and expiration dates, cancellation provi­
sions and notice required ofcancellation, and disposition ofoutstanding reserves 
on covered risks; 

(3) Reporting and settlement requirements of balances; 

(4) 	Rate used to compute the reinsurance premium; 

(5) 	Names and addresses of reinsurers; 

(6) 	Rates ofall reinsurance commissions, including the commissions on any retroces­
sions handled by the RMj 

(7) Related correspondence and memoranda; 

'. 	 (8) Proof of placement; 
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(9) 	Details regarding retrocessions handled by the RM, as permitted by Section 9D of 
tbisAct, including the identity of retrocession aires and percentage of each contract 
assumed or ceded; 

(lO)Financial records, including but not limited to, premium and loss accounts; and • 

(ll)When the RM places a reinsurance contract on behalf of a ceding insurer: 

(a) Directly from any assuming reinsurer, written evidence that the assuming 
reinsurer has agreed to assume the risk; or 

(b) 	 If placed through a representative of the assuming reinsurer, other than an 
employee, written evidence that such reinsurer has delegated binding author­
ity to the representative. 

Drafting Note: States may wish to bifurcate this subsection, shortening the required retention period for contracts limited 
to first·party property coverages and lengthening the period for certain third-party liability coverages (e.g., medieal 
malpractice). 

E. 	 The reinsurer will have access and the right to copy all accounts and records 
maintained by the RM related to its business in a form usable by the reinsurer. 

F. 	 The contract cannot be assigned in whole or in part by the RM. 

G. 	 The RM will comply with the written underwriting and rating standards established 
by the insurer for the acceptance, rejection or cession of all risks. 

H. 	 Rates, terms and purposes of commissions, charges and other fees which the RM may 
levy against the reinsurer are set forth. 

I. 	 If the contract permits the RM to settle claims on behalf of the reinsurer: 

(1) 	All claims will be reported to the reinsurer in a timely manner; 

(2) 	A copy of the claim file will be sent to the reinsurer at its request or as soon as it •
becomes known that the claim: 

. (a) Has the potential to exceed the lesser of an amount determined by the 
Commissioner or the limit set by the reinsurer; 

(b) 	Involves a coverage dispute; 

(c) 	 May exceed the RM's claims settlement authority; 

(d) Is open for more than six (6) months; or 

(e) 	 Is closed by payment of the lesser of an amount set by the Commissioner or an 
amount set by the reinsurer; 

(3) 	All claim files will be the joint property ofthe reinsurer and RM. However. upon 
an order of liquidation of the reinsurer such files shall become the sole property of 
the reinsurer or its estate; the RM shall have reasonable access to and the right to 
copy the files on a timely basis; 

(4) 	Any settlement authority granted to the RM may be terminated for cause upon the 
reinsurer's written notice to the RM or upon the termination of the contract. The 
reinsurer may suspend the settlement authority during the pendency of the 
dispute regarding the cause of termination. 
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J. If the contract provides for a sharing of interim profits by the RM, that such interim 

• 
profits will not be paid until one year after the end of each underwriting period for 
property business and five (5) years after the end of each underwriting period for 
casualty business (or a later period set by the Commissioner for specified lines of 
insurance) and not until the adequacy of reserves on remaining claims has been 
verified pursuant to Section 9C of this Act. 

K. 	 The R...'\{ will annually provide the rein~urer with a statement ofits financial condition 
prepared by an independent certified accountant. 

L. 	 The reinsurer shall periodically (at least semi-annually) conduct an on-site review of 
the underwriting and claims processing operations of the RM. 

M. 	 The RM will disclose to the reinsurer any relationship it has with any insurer prior to 
ceding or assuming any business with such insurer pursuant to this contract. 

N. 	 Within the scope of its actual or apparent authority the acts of the RM shall be deemed 
to be the acts of the reinsurer on whose behalf it is acting. 

Section 8. Prohibited Acts 

The RM shal1 not: 

A. 	 Cede retrocessions on behalf of the reinsurer, except that the RM may cede facultative 
retrocessions pursuant to obligatory facultative agreements if the contract with the 
reinsurer contains reinsurance underwriting guidelines for such retrocessions. Such 
guidelines shall include a list of reinsurers with which such automatic agreements are 
in effect, and for each such reinsurer, the coverages and amounts or percentages that 
may be reinsured, and commission schedules. 

• 	 B. Commit the reinsurer to participate in reinsurance syndicates . 

C. 	 Appoint any producer without assuring that the producer is lawfully licensed to 
transact the type of reinsurance for which he is appointed. 

D. 	 Without prior approval of the reinsurer, payor commit the reinsurer to pay a claim, 
net of retrocessions, that exceeds the lesser of an amount specified by the reinsurer or 
one percent of the reinsurer's policyholder's surplus as of December 31 of the last 
complete calendar year. 

E. 	 Collect any payment from a retrocessionaire or commit the reinsurer to any claim 
settlement with a retrocessionaire, without prior approval of the reinsurer. If prior 
approval is given, a report must be promptly forwarded to the reinsurer. 

F. 	 Jointly employ an individual who is employed by the reinsurer unless such RM is under 
common control with the reinsurer subject U::l the Holding Company Act. 

G. 	 Appoint a sub·RM. 

Section 9. Duties of Reinsurers Utilizing the Services of a Reinsurance Intermediary· 
Manager 

A. 	 A reinsurer shall not engage the services of any person, firm, association or corpora tion 
to act as a RM on its behalf unless such person is licensed as required by Section 3B 
of this Act. 

B. 	 The reinsurer shall annually obtain a copy of statements of the financial condition of 
each Rc\1 which such reinsurer has engaged prepared by an independent certified 
accountant in a form acceptable to the Commissioner. 
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C. Ifa RM establishes loss reserves, the reinsurer shall annually obtain the opinion of an 
actuary attesting to the adequacy ofloss reserves established for losses incurred and 
outstanding on business produced by the RM. This opinion shall be in addition to any 
other required loss reserve certification. 

D. 	 Binding authority for all retrocessional contracts or participation in reinsurance 
syndicates shall rest with an officer ofthe reinsurer who shall not be affiliated with the 
RM. 

E. 	 Within thirty (30) days of termination of a contract with a R.'-f, the reinsurer shall 
provide written notification of such termination to the Commissioner. 

F. 	 A reinsurer shall not appoint to its board of directors, any officer, director, employee, 
controlling shareholder or subproducer of its RM. This subsection shall not apply to 
relationships governed by the Holding Company Act or, if applicable, the Broker 
Controlled Insurer Act. 

Section 10. Examination Authority 

A. 	 A reinsurance intermediary shall be subject to examination by the Commissioner. The 
Commissioner shall have access to all books, bank accounts and records of the 
reinsurance intermediary in a form usable to the Commissioner. 

B. A RM may be examined as ifit were the reinsurer. 

Section 11. Penalties and Liabilities 

A. 	 A reinsurance intermediary, insurer or reinsurer found by the Commissioner, after a 
hearing conducted in accordance with [insert appropriate citation to state administra­
tive code), to be in violation of any provision[s] of this Act, shall: 

(1) 	 For each separate violation, pay a penalty in an amount not exceeding five 
thousand dollars ($5,000); • 

(2) Be subject to revocation or suspension of its license; andJ 

(3) If a violation was committed by the reinsurance intermediary, such reinsurance j intermediary shall make restitution to the insurer, reinsurer, rehabilitator or 
liquidator ofthe insurer or reinsurer for the net losses incurred by the insurer or 
reinsurer attributable to such violation. 

B. 	 The decision, determination or order of the Commissioner pursuant to SubsectionAof 
this section shall be subject to judicial review pursuant to [insert appropriate citation 
to state administrative procedure act and state insurance law). 

C. 	 Nothing contained in this section shall affect the right of the Commissioner to impose 
any other penalties provided in the insurance law. 

D. 	 Nothing contained in this Act is intended to or shall in any manner limit or restrict the 
rights of policyholders, claimants, creditors or other third parties or confer any rights 
to such persons. 

Section 12. Rules and Regulations 

The Commissioner may adopt reasonable rules and reguJations for the implementation and 
administration of the provisions of this Act. 

Drafting Note: This section may be omitted if state's insurance law contains general rule-making provision. • 
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Section 13. Eftective Date 

This Act shall take effect on [insert date]. No insurer or reinsurer may continue to utilize the 
services ofa reinsurance intennediary on and after [insert date] unless utilization is in compliance 
with this Act. 

~ I1wory (all rr!/i!n!nas CU'II to tAe Proo-eding! ofthe NAIC). 

/990 PI'IX.16. J(). 84(). 844~SO. 870-872 (adoptld). 

/990 PrIX. II 7. /7.18. 748. 766. noons (tlI'NtNkd alld I'llpriltlld) . 


• 


• 
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