Understanding New Jersey surp

Isn’t there a state fund
to protect policyholders
from company insolvenci

There is protection under New Jese

What is a surplus-lines
policy?

It is a policy written by an insurance
company that is not authorized (not
licensed) in the state of New Jersey. A
surplus-lines policy from an unauthorized
company may be legally written through
surplus-lines producers, when the insurer

is deemed to be an eligible surplus-lines
insurer. This means the insurer has met

the standards for financial integrity and
other standards of New Jersey law. Eligible
surplus-lines insurers hold a certificate of
eligibility issued by the Department of
Banking and Insurance and are included on
the department’s eligible surplus-lines insurer,
list (also known as the “white list”).
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@ crc arc several reasons why it may be
&necessary to look for coverage in the surplus-
lines market. First, the risk of loss may be
too great for acceptance by regular markets.
Second, the risk may be too little understood
by regular markets to select and price the
risk appropriately. Third, there may be no
other way to access an exclusive program for
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Nevertheless,

the surplus-lines
considered a last reso

department’s “exportable list”—a list of
risks assumed to be difficult to place with
authorized companies.

What should | know about
forms and rates used by

a surplus-lines company?

Effective Sept. 1, 2003, policy forms used
by a surplus-lines company no longer are
regulated by the DOBI. These policy forms
can deviate significantly from standard
forms, which means they must be read
carefully, especially the exclusions. Rates
generally cannot be lower than the lowest
rate filed by any authorized insurance
company. Otherwise, a surplus-lines
company does not need DOBI approval
for its rates, except that rates are not
permissible if they are deemed to

be excessive, inadequate or unfairly
discriminatory.
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What about adherence
to cancellation and
nonrenewal laws?

Unlike the authorized companies, surplus-
lines insurance companies are not subject
to New Jersey cancellation and nonrenewal

laws. Consequently, the terms for canceling
and nonrenewing the policy must be

found in the policy itself. For example,
before coverage is bound by the insurance
company, you should determine what
the minimum-earned premium will be if,
the policy is canceled a short time lat



