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ASSEMBLYMAN GERALD H. ZECKER (Chairman): May I have
your attention, please? Thank you. Can everyone hear us 1in
the back? (no response) No problem.

We have a list of people who wish to testify today.
We also have a sign-in sheet. Perhaps you could check in today
to make sure you are on our sign-in sheet. If you are not, we
will add your name to the list.

This hearing, as you know, 1is a public hearing
addressing problems with servicing carriers in the JUA. We
will go today until possibly 12:30 or one o'clock and, 1if
necessary, this hearing will be continued until next Monday. I
would ask that the people testifying be as brief and concise as
possible. If the previous speaker has addressed comments that
you want to make, don't make them again. I think the Committee
is savvy enough to understand the problems we have, so we don't
need repetition.

I would like to start off with an opening statement.
Then I will call upon witnesses for their comments.

In 1983, the New Jersey Automobile Full Insurance
Underwriting Association, or the JUA as we Kknow 1it, was
established to provide private passenger automobile insurance
coverage for drivers unable to secure coverage in the voluntary
market. Originally, Association business was written and
serviced by member insurers which acted as "servicing carriers"
for the Association. ‘

In 1986, the law was amended to permit the appointment
of "non-insurer servicing carriers," provided the non-insurer
met the standards of eligibility established by the
Commissioner in the plan of operation of the Association. The
law was further amended to establish a bidding procedure for
the selection of servicing carriers. The JUA Board of
Directors was now required to solicit proposals from members
and eligible non-insurers to agt as servicing carriers.
Contracts were to be awarded to those proposals deemed most



advantageous to the JUA, upon consideration of price-and other

factors.

At the same time, specific statutory criteria for
eligibility of non-insurer servicing carriers were
established. Non-insurers had to have minimum assets of $10

million; had to have been in business for at least five years;
had to have at least three years' experience in
insurance-related fields or activities; and had to demonstrate
to the Commissioner that they had the capacity to issue and
service a minimum of 100,000 private passenger automobile
insurance policies. The Commissioner was given the same powers
of supervision and examination with respect to non-insurers
acting as servicing carriers as he had with respect to
insurance companies generally.

These changes in the way the JUA did business were
aimed primarily at ameliorating the Association's deficit
financial situation. The competitive bidding process was
introduced into the servicing carrier selection process to
foster more efficient servicing carrier operations and effect
cost savings for the JUA. At the time the contracts were
awarded in November, 1988, the Commissioner of Insurance
estimated that the savings to be realized from the selection of
non-insurer serviciﬁg carriers would amount to $75 million in
the first year alone‘.b

Pursuant to the statutory changes, the JUA, in January
1988, advertised for bid proposals from companies to act as
servicing carriers. In November, it was announced that the
contracts had been awarded to five companies -- only one of
which was an insurer and servicing carrier of the JUA up to
that time -- although. nine eligible bid proposals had been
considered. Other bidders evaluated but not awarded contracts
were: Continental Insurance Company of New Jersey, Prudential
Commercial Insurance Company, Selective Insurance Company of
America, and State Farm Mutual Automobile Insurance Company.



The five successful bidders, and the number of
policies they contracted to service were: Electronic Data
Systems Corp., Kknown as EDS, 425,000 policies; Computer
Sciences Corp., CSC, 425,000 policies; Warner Computer Systems,
Inc., 150,000 policies; Policy Management Systems Corp., PMC,
150,000 policies; and Hanover Insurance Company, 300,000
policies.

The new servicing carriers began operations on March
1, 1989 for new business and April 1 for renewals. JUA
insureds whose policies previously were administered by one of
the withdrawing insurance company servicing carriers are
offered a renewal policy with one of the new carriers.

At the time it was believed that New Jersey was the
first State to allow non-insurers to handle the entire scope of
servicing automobile insurance policies from beginning to end.
Going into the new venture, JUA and Department officials were
optimistic that the move would reduce the deficit, both by
cutting administrative expenses and by assuring that only
legitimate claims of JUA would be paid. Any claims found to be
excessive or improper were to be refunded to the JUA by the new
servicing carriers. Certain representatives of the insurance
industry objected to the move, however, claiming that the
computer firms selected were not equipped to handle the
complexities of <claims, endorsements, policy changes, and
contracts in a standard policy.

As early as April, however, reports began to surface
that the new servicing carriers were experiencing computer
problems. Some customers were being underbilled or were not
receiving renewal notices on time. By fall, hundreds . of
complaints were pouring in from consumers and agents alike.
Some of the problems outlined by the Department of Insurance
included: "

* Waiting times of up to five months for changes in

policy coverage;



* Jammed phone lines: In some cases, the computer
firms were handling up to 6000 calls a day. In
one case, the phone rang 32 times before it was
answered, and then the caller was put on hold for
three minutes before getting through.

* Delays of almost a month for policy renewals.

* Delays of three to four months for payment of

claims on damaged vehicles, which were attributed
to the close review of claims to identify duplicate
or fraudulent ones.

There are, at this point, some indications that the
tide is turning; that the new servicing carriers are solving
the problems and responding to the complaints and allegations.
We are here today, then, to review this entire situation; to
hear from the parties involved -- the agents, the brokers, the
servicing carriers, the JUA, and the Department of Insurance --
just what the current status of the situation is. In so doing,
we will examine the following issues:

* Whether the transition to non-insurers has achieved

‘the results intended in terms of efficiency and
savings; .

* The actual performance of the new servicing

carriers and whether identified performance
deficiencies are being remedied;

* The scope of monitoring of these services by the

carriers themselves, the JUA, and the Department
of Insurance.

We could follow one of two formats. I have an outline
here today. I have a considerable amount of files that were
handled through my office. These are complaints by agents and
insureds on the servicing carriers. I need not get into these
right now. I would ask if Commissioner Merin-- Is he still in
the audience? (no response) Ken, could you please come
forward? (Commissioner complies) Are you going to have anyone
join you, Commissioner?



COMMISSIONER RKENNETH D. M ER I N: Yes,
Dave Woolsey, who is the person in charge of monitoring the
performance of the servicing carriers for the Department.

ASSEMBLYMAN ZECKER: Commissioner, do you have any
opening comments?

COMMISSIONER MERIN: Mr. Chairman, which mike do you
want me to use, or both?

ASSEMBLYMAN ZECKER: Both. I don't know if you have
to press—— I had to press a talk button. You did that already?

COMMISSIONER MERIN: I think it is operational now.

I think the Chairman has fairly stated the historical
perspective. The move was made to the non-insurer servicing
carriers for a variety of factors, which again the Chairman has
enumerated. The process began implementation in March of this
year for new business, in April for renewals. The carriers, so
far, have been rather uneven in their performance. Some have
been pretty much equal to the insurance companies. Some have
not lived up to expectations. There has been, as you noted,
improvement in the 1level of service, and there has been a
reduction in the backlogs in certain areas.

The primary problems fall into four areas: " new
business, renewals, endorsements, and claims handling. There
are also some ancillary problems -- telephone problems, which
you mentioned. Those are more or less unique to certain
companies. They are not pervasive throughout the system.
There are numbers which we have provided on a variety of
occasions over the last six months, detailing the progress or
lack thereof at various points in time.

At this point in time, the backlog is nil on new
business and renewals for most companies. All cCompanies are
allowed 30 days before something is considered to be
backlogged. Those are the same rules that the 1insurance
companies 1live by. The biggest problems right now exist with
two companies in the area of endorsements -—- CSC and EDS. At



this peoint in time, there are also  problems with a couple of
companies in the claims area, although given the fact that this
has been in existence for roughly seven months, many of the
claims are still in their infancy.

So it is a situation that we have been monitoring.
There have been many audits performed, or they are being
performed. There have Dbeen reviews. There have been
inspections by the JUA staff and the Department staff, both on
a scheduled and an unannounced basis at the sites of the
various servicing carriers. And at this point in time, it
appears that the level of complaints is about the same for the
JUA as it is for the voluntary market. For the most recent
month for which we have data, roughly 40% -- 43%, I think 43.6%
-— of all the complaints that we received in the Department on
auto 1insurance arose from the JUA, the balance from the
voluntary market.

At the present time, the JUA has something in the
neighborhood of 42% of the cars in the State, so those numbers
about parallel the segment of the marketplace that falls within
the private sector composed of insurance companies or thé JUA
composed of the non-insurers. ’

Having said that, Mr. Chairman, I am available to
answer whatever questions you might have.

ASSEMBLYMAN ZECKER: I'll first ask if any members of
the Committee have any questions? I don't mean to dominate the
hearing. Do you want to start, Mr. Kamin?

ASSEMBLYMAN KAMIN: Mr. Chairman, thank you. I have
been besieged, as you have, and other members of this Committee
have, with calls and complaints about the whole operation --
what has been happening here. And you know what happens to the
road with good intentions -- how it is paved.

To sum up --. and I commend you for your opening
remarks, because I think you, in a very fine fashion, gave a

very good summary of the situation -- the intention was, in



fact, to save money. It seems to me that if anything, we are
probably in a worse economic situation with the JUA. It 1is
hard to believe that DIP charges have yet to be assessed. In
many cases, when you have EDS and CSC handling about 60% of the
operation and they are the problem—— When you have-- This 1is
my assessment, so maybe it is not a question. It is a comment,
and maybe you would like to comment on this as well.

In fairness, my understanding is that Hanover was the
worst of the companies used to handle the policies before the
servicing carriers. And now it 1is the best at what it 1is
handling. That doesn't say much for progress dealing with the
JUA during this calendar year 1989. I think that 1is a fair
assessment in summation. I have tried to be as objective as I
could in talking to so many different carriers and agents and
the public. This is completing my second year of penance of
serving on this Insurance Committee. Every once in a while I
would like to see something work. Clearly, this is something
that not only was broken, but I think has been smashed almost
beyond repair.

ASSEMBLYMAN ZECKER: Mr. Merin? _

COMMISSIONER ‘MERIN: In the audits that were done by
the outside auditors -- by the Insurance Management Group and
by Arthur Andersen —-- they graded the insurance companies on a
variety of bases. They graded them on claims handling; they
graded them on their accounting; they graded them on a hést of
different options. Hanover scored very low in some areas and
very high in other areas. So it was not the worst company
overall. I don't think they gave that kind of a ranking.

The second point I would make, 1is that the savings
that we anticipated have been achieved. We projected a $75
million first-year savings. The JUA is achieving those
savings, so that has not been altered at all. _

The third point I would make, is that the problems
that the servicing carriers have encountered do not run



across—-the-board. They are not all equally - as bad. As a
matter of fact, the performance of some of the carriers equals
the performance of some of the better insurance companies that
we have encountered.

The next point that I would make, is that the claims
handling, which is really where the dgreatest improvement 1is
expected, 1is really in its infancy. It takes many years for
claims to mature, especially on 1liability claims. It is a
long-tail 1line where many suits are not filed until two or
three years after the accident, and again, given the fact that
start-up operations for new business were in March and renewals
in April, it clearly is in its infancy. The transition has not
been a smooth one, but it 1is a venture that I don't think can
be described as a failure, because even when you total up all
the complaints that we have received, the compliance factor, in
other words those policies on which there are no problems,
exceeds 90% for the carrier that 1is having the most problems.
In other words, there has been 90% effectiveness for the worst

carrier.

So, in no way, shape, or form do I think this can be.
called a disaster. I think, again, the transition has. been
uneven. I think we have a couple of choices: One 1is to

continue to beat our heads against the wall at the insurance
companies, like we have been doing for the last 20 years 1in
this State. If you look around the country and you read the
headlines from other states -- from California, from
Massachusetts, from Florida -—- read The Philadelphia Inquirer

and find out what 1is going on in Pennsylvania, a dgreat many
states are experiencing problems with insurance companies.
Those states are states which have primarily an urban
population, or large sections of the state that are urban in
nature. :

In insurance, particularly in some commercial lines,
there is something called a "highly protected risk" -- HPR.



That is something that 1is paid special attention to by the
companies because of the volatility of the risk, because of the
possibly large nature of claims that may be generated. I think
that urban auto insurance in this country -- not just New
Jersey, but in this country -- 1is becoming a severe problem.
There 1is going to be an availability problem with auto
insurers, Jjust 1like there was with commercial 1liability in
1985. Many other states are grasping around trying to figure a
way out of this problem. Some people down in Washington with
consumer groups have suggested that banks get involved 1in
selling insurance. I don't think that is a good idea because
we are all aware of the fiscal problems that banks have and
some problems with savings and 1loans. I think that computer
companies offer us another option, and I think that New Jersey
is going to be well served by these companies, and I think that
the future is bright.

I recognize that there have been transition problems,
and as I think the agent groups will tell you later on today,
they generally. feel that the non-insurance companies have been
responsive and have been positive and have been trying to work
to solve those problems. , '

So I think that in response to your comments,
Assemblyman Kamin, I can understand the frustration. I deal
with frustration, I think, more than anyone in government. It
is the bread of my daily existence. But I do think that we are
going to be well served by these companies.

ASSEMBLYMAN RAMIN: Mr. Chairman, if I might--

ASSEMBLYMAN ZECKER: Mr. Kamin.

ASSEMBLYMAN KAMIN: As I understood 1it, part of the
requirements, or at least the goals when you made the selection
of the servicing carrier companies -- the computer companies --
was that they have some experience in insurance, and yet four
out of five of the successful bidders, in fact, did not have
the  experience, especially in New Jersey law. Almost



universally, the complaint I hear 1is that the computer
companies have purchased, probably, the wrong software from the
very beginning. They have been unable to respond to the load,
and just made bad judgments on buying into trying to handle
these JUA accounts.

Why did we kind of overlook the requirement, or at
least the goal of insurance experience, and what other factors
apparently weighed more heavily in the decision of the
Department to award the contracts -- four of the contracts to
the noninsuring companies?

COMMISSIONER MERIN: The requirement for prior
insurance experience was meant to go down 1in sequential
fashion. Warner Computer Systems has done the work for Hanover
Insurance Company for years. In the audits of the outside
auditors, Hanover turned up as one of the better companies in
terms of its computer processing experience. So they compare
favorably with Prudential and State Farm and some of the other
companies. They came out very well in terms of the computer
aspect.

So, Warner definitely had experience in New Jersey.
PMC is a very large computer software corporation that provides
insurance software for many of the éompanies throughout the
United States. They have a very 1long 1list of insurance
clients, so they have a tremendous amount of insurance
expertise. Electronic Data Systems and Computer Sciences
Corporation -— the two largest corporations -- both have quite
a few insurance clients. Both EDS and CSC ran the National
Flood Program at VariousAtimes'out of Washington. So all of
the companies have computer experience.

ASSEMBLYMAN ZECKER: Mr. Merin, may I Jjust stop you
there?

COMMISSIONER MERIN: Yes.

ASSEMBLYMAN ZECKER: I do have the benefit of hearings
where these comments were made years ago, and you understood my

10



concern at that particular time; that these other companies had
a great deal of experience in flood insurance -- correct? --
and that is what their claim was. Now, you just gave credit to
PMC and Warner. Correct?

COMMISSIONER MERIN: Right.

ASSEMBLYMAN ZECKER: My question would be: Was there
a reason—-— Why were they given, 1like, 150,000 policies
apiece? Is that what they put in for? They appear to be the
more experienced computer companies, and yet they were given
the smaller amounts of policies to service.

COMMISSIONER MERIN: Both companies bid for smaller
amounts. PMC bid for a much smaller amount, and then raised
its bid 1later on after the bidding process was underway.
Warner's financial capacity would not permit it to take on a
higher level, at least in the opinion of the people who put the
bid document together. But at no point-—--—

ASSEMBLYMAN ZECKER: I make this comment because the
unique thing is-- You know, you just said something that holds
true with my list of complaints; that Warner and PMC have the
lesser amount of complaints. You, yourself, say they are
probably the more experienced group, and yet they have the
smallest amount of policies to service. )

ASSEMBLYMAN KAMIN: Mr. Chairman, they made that
request. They are the ones who put in for those numbers of
policies, because they realized what they could handle and what
they couldn't. The other major companies that have 60% of the
business -—- that are supposed to be operating 60% of the
business, bit off more than they can chew.

COMMISSIONER MERIN: That may be the case.

ASSEMBLYMAN ZECKER: We are supposed to listen to the
testimony, Assemblyman, and we are supposed to come out with
that conclusion at the end. (laughter)

‘ COMMISSIONER MERIN: That may or may not be the case.
Again, clearly there are systems problems with both EDS and

11



Csc. You're right, Mr. Chairman, there are problems with
software that are unique to those two companies. Again, the
concept seems to be that there are different problems occurring
with the different companies. They are not all the same, but
clearly the two smaller companies are running at a much more
current ratio than the companies that have the two larger
groups of policies.

ASSEMBLYMAN  ZECKER: Commissioner, will you Dbe
available? We have quite a few people to testify today, and I
see many of them in the audience. If you have to leave, I

understand, but I think you might better be able to understand
our frustrations if you listen to the testimony of people who

are in the audience today. These are the people who are
complaining to us. I keep saying, "I will forward your
complaint to the Commissioner of Insurance,” and you are very

kind, you always respond to them. But you say they will be
studied, and normally the study time on them takes two to three
months. So a lot of these people have not been answered.

I have met with agents in my office. They have given
me the names of the different computer companies. You know, in
the new Assembly offices, we have those phones where you can
hit the button and it repeats the call. One day I had a
four-hour meeting with a group of insurance agents, and kept
hitting the repeat button, kept hitting the repeat button. So
that one person who said he called and it raﬁg 32 times, that's
pretty good, because I called up perscnally on one day for four
hours, and could not get through to one of the computer
companies. I won't embarrass that computer company today, but
the thing that the witnesses are going to be talking about
today is not a lie, because I checked on it personally. I have
sent complaints down to you.

Commissioner Merin, I know you don't have the time to
look at a lot of these individual files the way I do.
Physically, you could not do what I have done on many of these

12



files. I want these people in the audience today to testify as
to the frustration that they go through on a day-to-day basis.
I really would appreciate 1it, 1if time would permit, 1if you
would stay here and listen to what these honest people have to
say.

COMMISSIONER MERIN: I was told by your staff that I
would be a lead-off witness; that I would be going on about
9:30, and I have scheduled meetings for later in the morning.
I will have my staff here, however. If you would like me to
come back next week, or later in the day, I would be happy to
do that.

I would add, however, that the problems with the
telephones—— Again, there were a couple of <companies
involved. Both companies have added more phone lines. One
company was tied up because there was a telephone strike going
on and they couldn't get more phone lines, even though they
knew there was a problem.

The second point I would make 1is, I do see a
representative sampling of the files, so I am aware of the
types of problems that occur. One of the predicaments I have
with this whole thing, is that while the companies' -- the CSC
and EDS problem—-— Clearly the bulk of the blame lies with
those two entities. But there is a tremendous transition going
on based upon the way the policies are handled. Several of the
companies tried processing the forms 1looking for perfection.
In other words, they wanted absolute perfection before they
would totally underwrite the policy. They were looking for
Motor Vehicle reports. They were looking for all sorts of
associate pieces of paper, feeling that that would be the most
effective way to  process information. That  was not
forthcom'ing, so there had to be a change in psychology there.

The complaints that do come in, though, the delays,
the delays 1in getting endorsements, the out-of-sequence
endorsements—-- There are a host of problems that I am well

13



aware of, and we do work on those with the non-insurance
carriers.

ASSEMBLYMAN ZECKER: So then what you are going to
hear today is what you are well aware of. Dave Woolsey, right?

COMMISSIONER MERIN: Yes, correct.

ASSEMBLYMAN ZECKER: He is your man in charge of this
particular area?

COMMISSIONER MERIN: Correct.

ASSEMBLYMAN ZECKER: Will he be left here today by you?

COMMISSIONER MERIN: He will be.

ASSEMBLYMAN ZECKER: You are going to leave him here.
You are going to walk out, and he is the fellow that we can get
all our answers from. OKkay.

COMMISSIONER MERIN: Bob King, who 1is the Legislative
Liaison, is also here.

ASSEMBLYMAN ZECKER: He runs out of the room now.
Yes, Bob-- Verice Mason-— We 1like it when you send Verice
Mason over.

COMMISSIONER MERIN: I'll tell Bob to sit here and
experience this. Again, Mr. Chairman, I think clearly there
- are transitional problems, but we've got a choice. The choice
is to stick with the insurance companies and to have to deal
with the insurance companies, recognizing that there are going
to be no transition problems because there would be no
transition. Or we can put some sort of competitive force in
the environment. I think that all four of the non-insurance
carriers will ultimately provide the type of competitive force
that we need in this arena.

I am not sure that at this point in time I ought to be
invoking the name of the Governor-elect, but I think that he
has recognized, over the years, in his committee chairmanship
down in Washington, the problems that exist because of the 1lack
of true competition in the industry. And I think that this is
the first State in the country to try to invoke that spirit of
competition.
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ASSEMBLYMAN ZECKER: Mr. Merin, I had about 20
questions that I was going to direct to you, but I think a lot
of them will come out 1in testimony today. So I'll save you
from that task of the 20 questions, as long as I see that they
are going to be brought to your office. Perhaps you can
provide answers to us in the future. I'm sure a lot of these
questions are going to be coming up in testimony. As long as
Mr. Woolsey is here, perhaps he could give us answers through
the course of the morning.

But the one thing I do want to leave you with 1is, a
lot of these problems will be solved, and the individuals
involved are going to know what the plan of action is of the
Department of Insurance to address these problems and to
correct them; that ultimately we can get some assurances that
that will come about. _

COMMISSIONER MERIN: Mr. Chairman, the problems are
already being solved. I think the agents' associations that
are here today will tell you that there have been agent
advisory boards formed with each of the non-insurance servicing
carriers. We have tried to put them together so that there is
geographic balance throughout the State. We have also tried to
get a Dbalance between the agents for the o0ld insurance

companies -- the old servicing carriers and the new ones. In
addition to that--
ASSEMBLYMAN  ZECKER: Sometimes what happens, Mr.

Merin, is the computer companies satisfy those agents who are
on the advisory service, shutting them up, and then still screw
other agents. That is the concern that I have. Sometimes you
can quiet down a group of agents just by doing a good job on -
their book of business. So, Ken, we see a lot of things out on
the road in different sections of the State--

COMMISSIONER MERIN: I notice there are three people
here -- I think three chairmen of the main producer
associations in the State -- Tom Ahart, with the Independent
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Insurance Agents of New Jersey, Bruce Dolin, Professional
Insurance Agents of New Jersey, and Stan Eisenberg, Insurance
Brokers Association of New Jersey. I know those people are all
very interested. I have met with the Executive Boards of the
Independent Agents. I think I am scheduling something with the
PIA in the near future, before I leave office, and I know that
the chairmen and the Executive Boards of those organizations
are very interested. They are discussing this with the
Producer Advisory Boards for the non-insurers. They each have
representation at the JUA. The Chairman of the JUA 1is, in
fact, here, so he can update you. I think the situation 1is
being watched. It 1is being pursued as aggressively as possible
by all parties involved.

Again, in five years dealing with the insurance
companies on the JUA Board, I have never been met with the type
of enthusiastic and positive response by the companies. At
least these folks, it appears to me, seem to be trying to solve
the problems. I never had that feeling with the old servicing
carriers.

ASSEMBLYMAN ZECKER: I am happy to hear that. As a
result of today's hearing, probably a lot of questions will
arise which Mr. Woolsey can bring to your attention, and
perhaps next week, you know, you could come back, or have Mr.
Woolsey come back, and give specific answers to the questions
that will arise today.

COMMISSIONER MERIN: Fine.

ASSEMBLYMAN ZECKER: So, unless Mr. Charles has any
questions of Mr. Merin, I would allow him to leave.
Assemblyman Charles?

ASSEMBLYMAN CHARLES: Thank you, Mr. Chairman. One
question. How are you, Mr. Commissioner?

COMMISSIONER MERIN: Assemblyman Charles.

ASSEMBLYMAN CHARLES: The old insurance carriers --—-

the old servicing carriers-- How much of the business are they
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currently doing? Are they still doing some, or are the
non-insurance carriers doing all of the servicing now?

COMMISSIONER MERIN: They have about three—and-a-half
months left. It has been on a transition basis since April of
last year, so they are turning that business over to the new
companies. So, it will be approximately 20% to one-quarter of
the business.

ASSEMBLYMAN CHARLES: And in three months they will be
completely out of it, and it will be handled by these computer
companies?

COMMISSIONER MERIN: Correct.

ASSEMBLYMAN CHARLES: Thank you. That was my only
question.

ASSEMBLYMAN ZECKER: Thank you. Mr. Merin, 1if you
would like to be excused, you may be.

I will call upon the witnesses now. What I am going
to try to do 1is call wupon some agents who have asked to
testify, perhaps to maybe more clearly define the problem.
Then I will call upon the JUA. Then I will call upon the
computer companies after they have had an opportunity to listen
to some of the plight of the agents who are out there in the
field.

I'll start off with Thomas Ahart, of the Independent
Insurance Agents of New Jersey. Mr. Ahart? Who will be
joining you, Mr. Ahart?

T HOMAS B. A HA R T: Mr. Chairman, I have Jean
Heisler with me, who is on the Independent Insurance Agents'
Executive Committee with me, and is our JUA Chairman.

ASSEMBLYMAN ZECKER: How do you spell her last name?

MR. AHART: H-E-I-S-L-E-R.

ASSEMBLYMAN ZECKER: Do you have any written testimony
that you will be presenting today?

MR. AHART: Yes, we did submit written testimony

almEROyER™HGEh you phould have before you. Rather than read my
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written testimony, what I will do 1s just make some statements
and summarize it.

First of all, I would like to say, starting off, that
there are definitely servicing problems that we  have
experienced since March and April when the non-insurance
companies took over.

ASSEMBLYMAN KAMIN: Mr. Ahart, could you push the
button, please, on the microphone?

MR. AHART: Oh, I'm sorry. Got it. Thank you.

Just going back over that, I think the key statement
is there are definite problems. Even though I serve in the
capacity as President of the "Big I," I am also Chairman of the
JUA Producer Advisory Board, which advises the JUA. I think a
lot of the business I have in my agency 1s as screwed up as
anybody else's, so I don't think that I have been given an
exemption from that.

One thing I would 1like to respond to is, the
Commissioner mentioned that the JUA complaints are similar in
numbers to the voluntary market. I would disagree with that.
I think he is correct, probably, in that the complaints that he
receives may be similar. However, most producer organizationé
-— I think all three producer organizations -- have taken it
upon themselves to form separate committees to try to work with
their own members through surveys, through reports, through

information, and through telephone lines -- special numbers --
to have the problems reported directly to the producer groups.
We have done our own survey. We have submitted problems

several times to the Department. The last survey we gave them
was the one that was very_detailed by policy numbers and policy
insureds' names. The complaints were very numerous.

.So I think there can be no question but that the
service of the non-insurance companies is much poorer than that
of the past and that of the voluntary market. But I think that
as we look at the poor service-- I would mention that I agree
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with Mr. Kamin -- Assemblyman Kamin -- that I think it stems
from decisions that were made in the past, one being that when
the legislation was created to allow non-insurers to come into
the marketplace and service the business, and then the 50% cap
was removed, I think the Department of Insurance saw a chance
to save a lot of money, which they have done. And I think that
they have, in fact, saved money and let service go somewhat
down the tubes.

I think when you 1look at the decisions that were

made-—- There was a JUA Bid Review Committee which had studied
the bids -- reviewed the bids and made recommendations to the
JUA Board at the time. If you 1look back at those

recommendations, the awards were much smaller to the computer
companies than were actually awarded by the Department of
Insurance. The reason for that was because I think the Bid
Review Committee noticed two major concerns: One you had
mentioned before, was the lack of knowledge of the New Jersey
automobile residual marketplace, and second was the lack of
ability that the JUA Bid Review Committee felt was a problem
for the computer companies in hiring staff -- competent staff.
We in the insurance industry had known that there was a lack of
quality staff even for the insurance companies that were in the
marketplace, and that it would be a major problem to get
quality staff to start up brand-new operations, especially with
the size they were talking about.

So I think those two main concerns have now come
about. Yes, in fact, there is a lack of knowledge right now
from the non-insurance companies and a lack of proper staff. I
think that by awarding so many policies to these companies to
start with, they started behind the eight ball. As a result--
Yes, they are willing to fix the problems, but there are so
many problems right now that as they fix one, they have a lack
of understanding of the insurance business, so another problem
is created as the first one 1s fixed. I guess the good news on
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that is that I think the JUA Board 1is probably the best Board I
have seen in a 1long time. I think they are doing a very
competent job. I think that the Chairman, Mr. Ed Gray, is
doing a super Jjob, and the Acting General Manager, Neil
Pearson, is doing a super job.

I think the Department of Insurance 1is trying very
hard right now to correct problems that exist, and I think that
the non-insurers are willing, and have shown a willingness, to
commit the time and money needed to correct the problems. But
from there, as I look at it, the problems are not going to be
solved next month, or in two months. They are too vast for
that. I think there is a chance that they can be solved within
a year's period, but I think only time will tell. I think we
need to give them that time, now that all the different bodies
are working together. I think we need to give them some time
to see whether or not they can correct their problems. If they
can't, then I think we have to get rid of the non-insurance
companies, and have different servicing carriers as we did in
the past.

I think that one of the keys that we have to remembér
is that when people talk about how bad the JUA is, in my mind
right now it is the service to the JUA; it is not the JUA
itself. I think the JUA is a much different organization than
it was in years past. I think it finally has proper staff and
finally has a good Board. I think the JUA should be left
alone, but that the servicing should still be monitored. If
they can't prove that they can do the job, then I think we need
to get new servicing carriers.

ASSEMBLYMAN ZECKER: Mr. Ahart--

MR. AHART: Yes?

ASSEMBLYMAN ZECKER: --you said give them one year.

MR. AHART: Right..

ASSEMBLYMAN ZECKER: From when?

20



MR. AHART: A good point. Actually I think what I

would do is-- The reason I say one year—-— Actually, they have
three-year contracts, I believe. I am not sure whether they
can be—-—

ASSEMBLYMAN ZECKER: Contracts can be broken--

MR. AHART: You're right.

ASSEMBLYMAN ZECKER: -—if you can prove that the
people are incompetent or are not providing the services you
contracted for. Right?

MR. AHART: Yeah. When I talk about one year, I think
I would give them the year 1990, starting in January, because I
finally see that there are, again, bodies working together with
the Department of Insurance, with the JUA, and with the
servicing carriers that are finally trying to solve the
problems as one. Again, I think the problems are so vast that
they can't be done in a month or two, so I would give them the
year 1990.

ASSEMBLYMAN ZECKER: -Why?

MR. AHART: As I say, I don't think that--

ASSEMBLYMAN ZECKER: From what you described in your
own testimony--

MR. AHART: Right. I think the problems—-—

ASSEMBLYMAN ZECKER: I think with your knowledge of
insurance, you know it could take three to five years for an
insurance company moving 1into the State of New Jersey to
develop the kind of expertise that is necessary to service the
State properly. Correct?

MR. AHART: Correct.

ASSEMBLYMAN ZECKER: I mean, a company dealing in
Murfreesboro, Tennessee, might be shell-shocked when they come
to the suburban New York area. Correct?

MR. AHART: Correct.

ASSEMBLYMAN ZECKER: And find out the fraud, the
things that we deal with in New Jersey on a day-to-day basis,
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that do not- exist 1in areas 1like Murfreesboro, Tennessee.
Cecrrect?

MR. AHART: That's true.

ASSEMBLYMAN ZECKER: Claims handling-- How do you
find claims handling as opposed to when the insurance companies
handled the JUA?

MR. AHART: We get many complaints.

ASSEMBLYMAN ZECKER: Do you know what I mean by
“claims handling"?

MR. AHART: Absolutely.

ASSEMBLYMAN ZECKER: I don't mean the paperwork. I
don't mean the reporting. Once you get through the frustration
of getting a phone call in reporting a loss, how fast is a
claims representative out on the--

MR. AHART: I think we have found so far that the
claims service has been poorer than in the past. I think the
reports we have on our surveys are that it is taking a month to
two months to settle. most claims, which I think 1is poor. I
think, again, that it 1is starting to get better. I think it
was worse than that before. I guess that is why even when I
talk about the underwriting side, I say one year, because I do
see improvement, both on the claims side and the underwriting
and servicing side. But again, the problems are so numerous I
think it is going to take a while to solve them.

But speaking specifically to claims, I think it has
been taking a lot longer than it should be. I think they are
being addressed. ’

ASSEMBLYMAN ZECKER: Do you have any expertise in the
area of claims servicing, i.e., a car is damaged, an adjuster
is sent out? Do you know a good adjuster from a bad adjuster
once he gets to the body shop? Do you have any expertise in
that area? _ '

MR. AHART: Well, my father was a claims manager for a
long time, so I was kind of brought up in the claims business.
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I think-- Again, claims people are not as good. They are
using a lot of subcontractors.

ASSEMBLYMAN ZECKER: Who are -— the subcontractors?

MR. AHART: Like GAB, and those types of companies.
There are many of them.

ASSEMBLYMAN ZECKER: Lesser companies than GAB?

MR. AHART: A lot lesser companies than GAB.

ASSEMBLYMAN ZECKER: A lot lesser. GAB happens to be
one of the better quality companies. Correct?

MR. AHART: Well, it happens to be one of the largest
companies. I wouldn't say whether it is one more qualified.

ASSEMBLYMAN ZECKER: One of the more quality companies?

MR. AHART: Yes. :

ASSEMBLYMAN ZECKER: All right.

MR. AHART: But, anyway—-—

ASSEMBLYMAN ZECKER: They are using smaller companies,
too, aren't they?

MR. AHART: Yes, they are. I think-—-

ASSEMBLYMAN ZECKER: In the industry, do you know what
the bottom 1line companies are called -- when you get to the
bottom of the heap? -

MR. AHART: No.

ASSEMBLYMAN ZECKER: Oh, okay.

ASSEMBLYMAN CHARLES: What are they called, Mr.
Chairman?

ASSEMBLYMAN ZECKER: We'll say they call them "the
bottom of the heap." So, the quality-- My point is, are we

saving money on servicing fees, and yet paying out a hell of a
lot in claims dollars that can't be tracked? Do you understand
what I'm saying?

MR. AHART: Yes. I think that is possible, except I
think, again, they are just getting their feet wet in the
claims area. The companies I see are starting to use the
subcontractors less and less. They are trying to develop their
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own staff more, because I think they have seen that that wasn't
the right way to go. I think they are moving toward the right
direction. I guess the question would be whether they can do
it fast enough and whether they can correct it completely.

ASSEMBLYMAN ZECKER: Who 1in the JUA 1is checking to
make sure that the claims paid are quality claims paid, as
opposed to just giving money away? A $5000 claim could become
a $6000 or $7000 claim very easily. Correct?

MR. AHART: That's true. They are doing a 1lot of
audits right now. In fact, they finally have-— When I talk
about the staff being competent —-- the JUA -- they finally have
the numbers of people to be able to go out and spot-check
companies quickly and often, and they have been doing that.

ASSEMBLYMAN ZECKER: Who is doing the auditing?

MR. AHART: I think it 1is mostly the JUA staff, so it
would be under the direction--

ASSEMBLYMAN ZECKER: Qualified JUA staff? Do they
know what they are auditing?

MR. AHART: I believe so. In my opinion, yes.

ASSEMBLYMAN ZECKER: Are you seeing the benefit of
their audits? -

MR. AHART: I have seen the benéfit of some audits,
and the problems that have been shown in the audits have been
corrected.

ASSEMBLYMAN ZECKER: Thank vyou. Do you have any
comments, Ms. Heisler?

JEAN HEISLER: No. _

ASSEMBLYMAN ZECKER: Do you have anything additional,
Mr. Ahart?

MR. AHART: No, that is all I have, Mr. Chairman.

ASSEMBLYMAN ZECKER: Do any members of the Committee
have any questions? Assemblyman Adubato?

ASSEMBLYMAN ADUBATO: No.

ASSEMBLYMAN ZECKER: Assemblyman Charles?
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ASSEMBLYMAE CHARLES: Yes, one question. You say that
right now the non-insurance services are gaining some
expertise. They started off with somewhat a lack of knowledge
about it, but as time has gone on they are picking up some.
What 1is your judgment about whether or not in the long term
they will be able to provide the services more cheaply after
they get this expertise than what was done before? I mean, I
believe Commissioner Merin said that $75 million was saved --
or they project that much will be saved in one year. Now you
say that is offset by some of the poorer delivery of services
that we have seen.

If I understand you correctly, as time goes on and
they get further expertise, that service may improve, so with
improved services and with savings of $75 million -- or some
other number -- that may be an argument for keeping them there
and continuing to bear with them. What 1is your reaction to
that kind of a position?

MR. AHART: I don't think they will save additional
money. I think right now my own impression is that the
non-insurance companies are really taking a bath. I think they
are losing a lot of money. They bid a certain amount for the
services, and I think it is costing them a lot more to do those
services than they thought. Again, they have been willing, to
date, to commit the time and money to do that. A question I
have is, once they do it right, when the rebidding comes around
in three years-- Once they learn to do it right, I think they
are going to find that it costs them a lot more money. So, wé
will save for the first three years while they take a bath, but
after the first three years, I don't think that we will save a
lot of money.

ASSEMBLYMAN ZECKER: It could come back to being
higher servicing fees on the rebids, right?

MR. AHART: True.
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ASSEMBLYMAN ZECKER: So, you're saying, walt three
years now. Before you said, "Wait one year," and now you're
saying—-

MR. AHART: Well, I would wait one—--

ASSEMBLYMAN ZECKER: The true measure would be to wait
for the term of the contract, correct?

MR. AHART: When I say wait one year, I would only get
rid of them if they showed that they could not do the job and
the service was not improving. The reason I would wait three
years, if possible, is because we are only paying a low fee
right now, and we are saving money doing it.

ASSEMBLYMAN ZECKER: But, are we?

MR. AHART: I think--

ASSEMBLYMAN ZECKER: Remember when we went back to the
claims, the quality of the claims serviced? Correct?

MR. AHART: Yeah. I think with the change in the way
the reimbursements are made, I think we are saving money.

ASSEMBLYMAN ZECKER: Okay, thank you. Assemblyman
Adubato?

ASSEMBLYMAN ADUBATO: Mr. Chairman, I apologize, first
of all, for being late. I am sorry I didn't hear Commissioner
Merin's testimony, but I understand as in the past, or I have
read his comments—— Obviously he stated that the first year of
operation by using the computer companies that they have saved
$75 million approximately.

ASSEMBLYMAN ZECKER: Projected savings of $75 million

is on-line -- generally something like that. We do have, in
the audience, Mr. Dave Woolsey, to the right corner. Mr.
Woolsey, that was generally the comment, wasn't it, that you
are on-line for a $75 million first-year savings?
DAVID P. .WOOLSE Y: (speaking from audience) That
is correct. Neil Pearson is here from the Association. He
reviews the monthly reports that come in from the carriers. He
would probably have a better understanding as to exactly where
we are as far as this.
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ASSEMBLYMAN ZECKER: Thank you.

ASSEMBLYMAN ADUBATO: Mr. Chairman, what time frame
are they using for a full year of operation?

ASSEMBLYMAN ZECKER: Assemblyman Adubato, we will have
Mr. Neil Pearson here to testify, so he will give us the
specifics as to the projections and where the numbers are
coming from and, you know, how they are coming about. Perhaps
we could hold that question until Mr. Pearson comes up.

ASSEMBLYMAN ADUBATO: Absolutely. I would just 1like
to say before the gentleman leaves, hopefully the contract will
not be completed. I am going to do everything I can to make
sure you don't last another day, if I can help it, because the
actual savings that people talk about are not real. It has
been proven beyond any shadow of any doubt that the overcharges
that were innately built into the system had nothing to do with
whether or not the insurance companies handled the claims or
the computer companies handled the claims.

The people of New Jersey have been overcharged from
day one, beginning in 1984, in administrative costs and claims
costs, a minimum of $90 million a year -- from day ocne --
including when you take your decreases, because you had your
population 1increase. So on one side you had the percentage
going down, but the population going up. So each percentage
point grew. So, these smoking mirrors about cost containment
are just that. They are not real.

Certainly, when people talk about audits -- that's a
joke. It's a joke, because the law mandated audits from day
one in the JUA, and they were never accomplished. They were
never pursued until five years later, until 1989, on August 3.
The Department finally did an audit. I am just sorry that
Commissioner Merin is not here.

ASSEMBLYMAN ZECKER: He will come back next Monday.
He was advised by Committee staff that he would be the first to
be called upon and, unfortunately, he had to schedule other
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meetings. But he advised us that he would listen to today's
testimony and would come back next Monday with many answers
that will be brought up with the 18 people who are going to
testify today -- 18.

ASSEMBLYMAN ADUBATO: Thank you, Mr. Chairman.

ASSEMBLYMAN ZECKER: Thank you. Assemblyman Charles?

ASSEMBLYMAN CHARLES: No questions.

ASSEMBLYMAN ZECKER: Thank you. Next I will call upon
Mr. Henry Paglianiti, an EDS producer.

HENRY (H A N K) S. PAGLTIA ANTIT I: Good
morning, Mr. Chairman, gocd morning, gentlemen.

ASSEMBLYMAN ZECKER: Do you have any written testimony
that you will be presenting, or have you presented any written
testimony?

MR. PAGLIANITI: I have, Mr. Chairman, and I would
like to be a little specific, rather than be general, because I
don't feel that general comments—-—

ASSEMBLYMAN ZECKER: Excuse me. You have presented
written testimony?

MR. PAGLIANITI: Oh, I'm sorry, not to the panel.
Forgive me. I'm sorry. I misunderstood.

ASSEMBLYMAN ZECKER: Oh, okay. Then we won't dgo
through our notes looking for your written testimony. Please
continue.

MR. PAGLIANITI: I believe the general problems are
not the meat of the problem as they are being discussed here
today. I believe some specific problems have to be addressed
here, and if they are 1lengthy, I apologize for the time,
because I want to really express the seriousness of the problem
and the injustice that the people of the State of New Jersey
are exposed to.

First, I would 1like to say that -at the producers'
meeting by EDS at the Gateway Hilton in the early part of 1989,
the manager of the Public Relations Department stated to the
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producers at that meeting that each producer would be assigned
a specific underwriter, as well as a specific claims adjuster,
notwithstanding the fact that they were well aware at that time
that they did not have a claims staff or a underwriting staff.
They were also not qualified at that time to undertake the
responsible position, in my opinion, of fulfilling the duties
as a servicing carrier for the AFIUA. And, in my opinion, they
misled the producers and the Department of Insurance and the
AFIUA that they were able to perform the services of a large
company, as a servicing carrier for the AFIUA.

They began their scenario, of course, of accepting
applications and, of course, by cashing the checks, but were
not able to issue policies for four or more months. A producer
would occasionally have to send EDS a photocopy of each
application to set up a new file in order for them to issue a
policy that they had lost or misplaced with the original

application.

I can honestly say that from the beginning of the
spring, I would say-— I have letters here of complaint, but I
can't really go into each one. But I can honestly say-- I can

stress one or two, Mr. Chairman. On June 22, I spoké to an
underwriting supervisor at EDS. It was stated that they were
initially told that they would receive 375 pieces of business
per day initially, and as of that date they were receiving 1000
pieces of business per day. It was 1impossible for them to
handle that number each day. Of course, they attempted to
blame the prior carriers for 85% of the problems and, of
course, the balance was blamed on the producers.

I have 1letters of complaint, and in my 1letter of
complaint of November 22 of this year I stated that it was
obvious that the type of operation EDS was using was not suited
to handle the influx of the AFIUA business. This was also the
opinion of my fellow agent Producers. The supervisor also
stated that EDS was originally contracted to handle 425,000
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pieces of business. I think they are now handling in excess of
7500 (sic). I could be corrected on that.

Also, the public relations manager of EDS, at a recent
meeting this past summer -- the meeting was at the Insurance
Brokers Association -- made a statement that they would issue
every policy with a verbal threshold and a $500 deductible on
comprehensive and collision, in spite of the fact that maybe a
producer -—- a policyholder would select maybe a no tort
threshold or some other type of coverage.

She also stated that she had the approval of the
AFIUA. I submitted a letter of complaint to her after that,
with a copy to the AFIUA. The only response I got was a copy
from the underwriting manager of the AFIUA stating that he was
particularly curious as to the statements she made, but as of
this date, I have not had a response from either the
underwriting manager of the AFIUA or the public relations
manager of EDS on this. I don't know that they have this
latitude within the New Jersey statute.

ASSEMBLYMAN ZECKER: You just testified that EDS, or a
representative of EDS, advised you that all policies would be
issued with the verbal threshold and with a $500 deductible.

MR. PAGLIANITI: I stand corrected. Until they make a
report —— okay? -— of their driving record. This was stated in
the presence of 200 producers.

ASSEMBLYMAN ZECKER: Until what point?

MR. PAGLIANITI: ©Until they were able to. obtain a copy
of their accident record or their violation record. Of course,
I felt that they were in violation of the New Jersey statute,
or that the statute did not allow them this latitude. I wrote
a letter of complaint to this manager.

ASSEMBLYMAN ZECKER: Have they continued with that
policy? ' '

MR. PAGLIANITI: They have continued up to a point. I
don't know whether or "not they are continuing now, Mr.
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Chairman. But they have. We were 1ssuing checks -- deposit
checks -- that were commensurate to the coverages that the
policyholders were applying for. They were accepting that
money, but they were issuing policies with the verbal threshold
and a $500 deductible comprehensive and collision.

If I may be specific, if a policyholder selected a no
tort threshold, which 1is approximately $100 a year more, and
maybe a $100 deductible comprehensive and $200 deductible
collision, they were paying maybe $200 a year more for that
coverage, but, of course, they were cashing their checks. They
weren't refunding that money or anything. I don't know what
happened to it, or whether they credited it to them or not.
But they were issuing it at that time. Of course, a lot of
producers were objecting to this, but I don't know what the
outcome is up to this point.

My concern over the last several months has been that
I have been writing quite a few letters of complaint to the
servicing carrier, always willing to try to work with them and
help them, and I have invited them to my office. At this point
right now, I have a small agency of about maybe 400 accounts.
On my desk there are at least 50 files of those 400 accounts
that are in error. Of course, they have an underwriting clerk
that calls my office once or twice a week so we can give them
information to try to correct these accounts. But what 1is
happening 1is, as they correct 10 of them, maybe 15 of them are
coming back on the front end, and it 1s becoming an unending
problem. This is something where they indicate they are having
problems with manpower. It is going to take some time.

Over the last several months, when I had written a
letter to the Department of Insurance regarding problems I was
having, I received a letter back from the Department impressing
on me that EDS has an ongoing training work staff. They offer
training to AFIUA -- specific training -- in personal
development seminars, and new employees, including underwriting
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assistants, attend these workshops. Tzhe successful completion
of these workshops precedes the processing of the business.

He went on to state that the Department includes a
Quality Assurance Control Unit and a Quality Control Unit,
whose functions are to assure and control the quality of the
work Dbeing processed, etc. The findings of the Quality
Assurance and the Quality Control Units are used to identify
the areas, where necessary, to implement this training. This
is contradictory to the problems and the errors we are
experiencing. Of course, I wrote back to the project
specialist of the Department. I was very specific. It 1is a
very 1lengthy letter here, about four pages. I was very
specific on the letters of complaint that I had written over
the past four months. I contradicted the response from EDS
that he had received. O0Of course, I didn't receive a response
from him, but I received a phone call from one of the
superintendents at EDS. He acknowledged that I was 100% right
and 100% justified in my complaint and in my 1letter to the
Department of Insurance. ’

He stated that, yes, they are understaffed. They are

having problems. He said, "“If I could try to work with
them—-" I said, "I will always try to work with you." I said,
“That is my job as a producer, as well as to service the buying
public." But he said that it is going to be very difficult. I

had as many as - 33 incorrect policies out of 37 from my
servicing carrier. The only reason why the four policies were
correct was because they were issued with a wverbal threshold.
And, of course, this is still an ongoing problem.

I'm sorry if I have been lengthy in my—-—

ASSEMBLYMAN ZECKER:' Well, we have 18 witnesses to
testify. The points that we want to bring out-- You just
brought out an important point: 33 of 37 applications that you
submitted to EDS had errors. Correct?

MR. PAGLIANITI: That 1is correct.
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ASSEMBLYMAN ZECKER: In other words, when you filled
them out, they were filled out correctly -- right? -- but the
servicing by EDS was incorrect.

MR. PAGLIANITI: That is correct. And the only way—-

ASSEMBLYMAN ZECKER: Wait.

MR. PAGLIANITI: Yes, sir.

ASSEMBLYMAN ZECKER: These are the specific points we
want to bring out. Now, you are a State Farm agent. Is that
correct?

MR. PAGLIANITI: I am a State Farm agent, as an
independent contractor for State Farm. But I am here
representing myself as the Henry S. Paglianiti Agency, not my
company.

ASSEMBLYMAN ZECKER: I understand that, but at State
Farm you have the opportunity to work with policies serviced by
State Farm, and now you also have the opportunity-- Some
brokers do not have that opportunity. All of their business is
with EDS.

MR. PAGLIANITI: Yes, sir. Let me say this-—-

ASSEMBLYMAN ZECKER: You heard Mr. Merin's testimony,
where he said that generally they allow a company a 30-day
framework. Correct? You know, for problems.

MR. PAGLIANITI: Yes, sir.

ASSEMBLYMAN ZECKER: It's understandable.

MR. PAGLIANITI: Yes, sir.’

ASSEMBLYMAN ZECKER: Has that been your experience in
dealing with your other company -- State Farm? Generally, if
something goes beyond 30 days, the Department of Insurance will
come down on them. Is that correct?

MR. PAGLIANITI: That is correct, sir.

ASSEMBLYMAN ZECKER: Okay. Now, you sent me files
which clearly showed errors that went over a period of one,
two, three, four, and five months. Correct?

MR. PAGLIANITI: That is correct, sir.
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ASSEMBLYMAN ZECKER: You also sent me copies of
correspondernce where you wrote to the Department of Insurance
showing flagrant disregard for the Department's own policy of
30 days. Correct?

MR. PAGLIANITI: Yes, sir.

ASSEMBLYMAN ZECKER: What have been your responses
back from the Department of Insurance when there have been
delays, when there have been errors that go one, two, three,
four, and, in some instances, five months? What does the
Department of Insurance say to you?

MR. PAGLIANITI: I have had no direct response at all,
sir. The only response--—

ASSEMBLYMAN ZECKER: So they give you no answer, or
they tell you, "We have problems, but there are training
programs to correct them." Is that generally the response?

MR. PAGLIANITI: None from the Department, sir. What
I received was-- Well, yes, except this letter here. But most
of the times, my letter of complaint is forwarded to EDS, and
EDS then responses back to the Department, stating that--

ASSEMBLYMAN ZECKER: Mr. Paglianiti, I forwarded a lot
of your complaints to the Department of Insurance. Correct?

MR. PAGLIANITI: Yes, sir.

ASSEMBLYMAN ZECKER: And I have carbon copied you,
right?

MR. PAGLIANITI: Yes, sir.

ASSEMBLYMAN ZECKER: You have received the same
responses that I have received, have you not?

MR. PAGLIANITI: Yes, sir.

ASSEMBLYMAN ZECKER: Which is?

MR. PAGLIANITI: Nothing. _

ASSEMBLYMAN ZECKER: Or, "We're working on it, and we
will get back to you." Correct? ‘

MR. PAGLIANITI: That 1is correct, sir.
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ASSEMBLYMAN ZECKER: Mr. Paglianiti, unless you want
your testimony to continue-— You know, I have many of your
files in here also. I didn't bring all of them down, Jjust a
brief sampling of a repeat type of error that seems to come up
~over and over and over again, which 1is a disregard for the
concerns of the agent; a disregard for the concerns of the
insured. Would that be a brief synopsis of what you are here
to address this Committee on?

MR. PAGLIANITI: Yes, sir, that is correct.

ASSEMBLYMAN ZECKER: Thank you. Any questions from
the Committee members? Assemblyman Adubato?

ASSEMBLYMAN ADUBATO: Mr. Paglianiti, where 1is your
agency?

MR. PAGLIANITI: Verona, New Jersey, sir.

ASSEMBLYMAN ADUBATO: Verona, New Jersey. By any
chance, are you a member of the PIA?

MR. PAGLIANITI: No, sir.

ASSEMBLYMAN ADUBATO: You are not a member of the
Independent Agents—-—-

MR. PAGLIANITI: No, sir.

ASSEMBLYMAN ADUBATO: --being with State Farm.  Are
people in State Farm also members of the PIA, some of them, or
not?

MR. PAGLIANITI: I am a member of the IBA, sir.

ASSEMBLYMAN ADUBATO: What's that?

MR. PAGLIANITI: The Insurance Brokers Association.

ASSEMBLYMAN ADUBATO: All right, so you are with the
Brokers Association?

MR. PAGLIANITI: That is correct, sir.

ASSEMBLYMAN ADUBATO: But you are not a member of the
Independent Agents?

MR. PAGLIANITI: No, sir. ,

ASSEMBLYMAN ADUBATO: And you are not a member of the
PIA?
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MR. PAGLIANITI: No, sir.

ASSEMBLYMAN ADUBATO: So, then, the or3Janization that
you represent is the only producing organization in the State
of New Jersey that did not support S$-2790 or S—2637! Are you
aware of that?

MR. PAGLIANITI: No, sir.

ASSEMBLYMAN ADUBATO: Well, your organization was the
only producing entity -—- from producers —-— that wholeheartedly
demonstrated against the passage of these bills. Anything else
that is being said now is not accurate, because the PIA totally
supported the implementation of these bills, and so did the
Independent Agents. I'm glad I asked the question, because—-
Have I ever spoken to you before?

MR. PAGLIANITI: Yes, sir, I believe you have.

ASSEMBLYMAN ADUBATO: When?

MR. PAGLIANITI: Oh, just a 1long time ago. Maybe
socially we introduced ourselves, but not-—-

ASSEMBLYMAN ADUBATO: I apologize for not remembering.

MR. PAGLIANITI: That's quite all right, sir.

ASSEMBLYMAN ADUBATO: I apologize. .

ASSEMBLYMAN ZECKER: Are you in Mr. Adubato's election
district?

MR. PAGLIANITI: I don't believe so.

ASSEMBLYMAN ZECKER: Okay.

ASSEMBLYMAN ADUBATO: Not in Verona.

ASSEMBLYMAN ZECKER: That's where his office is.

ASSEMBLYMAN ADUBATO: Where do you live?

MR. PAGLIANITI: May I say something with regard to
the Association I said I was a member of?

ASSEMBLYMAN ZECKER: Sure.

_ MR. PAGLIANITI: I believe the Association is a very
vital organization, in that they inform their members of what
is going on down in Trenton, and they inform their members of
the laws, and, of course, what is going on in the industry in
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general. This impressed me. This is why I am a member of this
organization. I find that the information is very helpful to
me .

ASSEMBLYMAN ADUBATO: Well, just to clear the air, not
to have you misinterpret, I am complimenting you for being a
part of that organization -- for the record.

MR. PAGLIANITI: Thank you.

ASSEMBLYMAN ZECKER: Thank you. Any other questions
of the witness? (no response) Thank you, Mr. Paglianiti.

MR. PAGLIANITI: Thank you.

ASSEMBLYMAN ZECKER: Next I will call upon Mr. Thomas
Thomsen, an EDS producer. Mr. Thomsen, will you be joined by
anyone? '
THOMAS THOMSE N: No.

ASSEMBLYMAN ZECKER: Do you have any written testimony
to present to the Committee?

MR. THOMSEN: No, I don't.

Well, I have sat here and listened to the
Commissioner, for one thing, and I can't help but believe that
in him informing us that these four computer companies are
professional insurance companies was almost-— I could almost
laugh at that. They may have been involved in the insurance
business as far as billing, as far as a computer system, but it
is a far reéch to actually service this business. More than
that, when we are informed that these companies are getting too
much business-- I cannot excuse them for this; excuse them
because this is the reason they are so far behind. They bid on
these contracts. They must have made surveys as to how much
business they should get per day. These are giant companies,
some of them -— EDS, General Motors, Computer Sciences, and so
on.

So now, when we get publications from the Department
of Banking and Insurance, it is almost as if we should excuse
them. The Department is constantly telling us that there are
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problems, but it is not their fault. Well, damn it, they bid
on it. They should be able to service it.

When he informs us that they were carriers for the
National Flood Association, well, there has never been as
loused up a system as there was at that time. That should have
given us. a clue. It 1is criminal what 1is happening to the
public of the State of New Jersey. I can say that claim
service is getting better, yes, but is it better when it now
only takes two months instead of four months? Is that better?

Why are these computer companies excluded from the
Fair Claims Act? Any insurance company would be fined, or
possibly thrown the hell out of the State, if they pulled some
of the stuff they are pulling.

I would also 1like to point out to you that we
producers are in harm's way. Everything in this publication
from the State is more or less excusing the computer companies,
but on the other hand, they are telling us that it 1is our
mistakes that are causing these things. Well, we were
producing business when the insurance companies were here.
They were not 1loused up. True, when you 1look at these
publications, you see where they are threatening us with loss
of license, etc., etc., if we should make a mistake. Anyone
can make a mistake. When they say we have a mistake ratio of
1%, is that bad? I mean, that is what it says right here.

Now, if we make a mistake and they return an
application to us, guess who is paying, the insurance company?
We are. But they can make all the damned mistakes they want
and get away with it. Then correct the policy. They
personally aren't going to pay for it; the JUA is. But I, as a
producer -- I am going to pay for it, 1if I make a mistake.
Fortunately, knock wood, so far in my 30 -- well, in my five or
six years in the JUA, I have not made a mistake.

ASSEMBLYMAN ZECKER: How many years have you been in
the insurance business? You started to say how long you have
been in the business. ‘
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MR. THOMSEN: I am in my 34th year.

ASSEMBLYMAN  ZECKER: And you were going to say
something else.

MR. THOMSEN: Yes, well, in other words, the JUA has
been in existence since '84, I believe. But you gentlemen--

ASSEMBLYMAN ZECKER: But, in your 34 years--

MR. THOMSEN: Pardon me?

ASSEMBLYMAN ZECKER: In your 34 years, you said you
were fortunate that you-— And then you stopped.

MR. THOMSEN: In other words, with the JUA, 1if you
make a mistake, for example, should I forget to sign an
application and send it 1in, that application 1is going to be
returned to me, and there is no coverage. So if any individual
has a loss——

ASSEMBLYMAN ZECKER: Errors and omissions?

MR. THOMSEN: Yes. But, now, EDS and Computer
Sciences, they can make all the mistakes they want. All they
need to do 1is change the computer and correct their mistakes.
In addition to that, they are now sending gig letters out on
us, reporting us to the Department, to the JUA, and so on, for
mistakes that we are not making, because of inexperience. I
have mistakes they are gigging me for, for example, for not
putting down prior insurance on an application. Well, the
person didn't have prior insurance, and I so stated in the
first call I made. The person happened to be 17 years old. He
just got his license; just got a car. They canceled the policy
after charging him $250, for not having prior insurance.

ASSEMBLYMAN ZECKER: Did they reinstate it ultimately?

MR. THOMSEN: 1It's in the process, I hope.

ASSEMBLYMAN ZECKER: How 1long has 1t been 1in the
process of being reinstated -- approximately? V

‘ MR. THOMSEN: I would say about three or four weeks.
I also think that some of these gentlemen who have testified
are too kind, again going back to the claims procedures. To



get through on the telephones, they have added more lines. I
am talking about EDS, which 1is my servicing carrier. They have
added new lines, true. But now instead of taking all day to
get through to them, it only takes two hours.

ASSEMBLYMAN ZECKER: Mr. Thomsen, you work in the
company of five other agents who met in my office. Correct?

MR. THOMSEN: That is correct.

ASSEMBLYMAN ZECKER: That meeting lasted approximately
four hours. Is that correct?

MR. THOMSEN: That is correct.

ASSEMBLYMAN ZECKER: How many times did I attempt to
get through to-- I am not going to mention an individual.

MR. THOMSEN: Right. '

ASSEMBLYMAN ZECKER: How many hours did I try to get
through and receive a busy signal?

MR. THOMSEN: All the while we were there.

ASSEMBLYMAN ZECKER: Approximately four hours.

MR. THOMSEN: Yes, all the while we were there.

ASSEMBLYMAN ZECKER: Approximately 100 phone calls?

MR. THOMSEN: Yeah.

ASSEMBLYMAN ZECKER: dver and over and over again.

MR. THOMSEN: Right. And do you know what this does
to the insuring public? It is the public that is being hurt
here. The public is being hurt. I have examples where people
have cars sitting in garages, fixed, but no checks. No checks,
after it had taken two months to get the people -- the firms to
look at them. I have examples of vehicles not being looked at
for four months, flood loss, for example. People cry in my
office, "What am I to do?" I have sent some of these
complaints directly to the JUA 1in Livingston. I get a call
back from them, "What the hell do you want us to do about it?"
I don't know where to go. I really don't know where to go.

I spent 34 years in the business. I am proud of my
service to my clients. This 1s ruining my reputation.  These
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computer companies are causing their own problems, because
pecple are getting so disgusted, and they think they can get a
better deal with another outfit. But they are going to go back
to another computer company. So, the paperwork they themselves
create is just unbelievable. It's criminal; it really is.

ASSEMBLYMAN ZECKER: Mr. Thomsen, previous testimony
was given by Thomas Ahart of the Independent Insurance Agents
of New Jersey. I don't know if you were in the audience.

MR. THOMSEN: Yes, I was.

ASSEMBLYMAN ZECKER: He testified that the JUA 1is
conducting internal audits of problem files. On any of the
problem files that you have advised the JUA of, have there been
any internal audits conducted -- on any of your problem files?

MR. THOMSEN: Not as far as I know. May I just add
one more thing to this claims section?

ASSEMBLYMAN ZECKER: Yes.

MR. THOMSEN: These people came in completely
inexperienced, not knowing what they were up against. But now
they are sending this work out, which 1is fine to do claims.
But they are sending files out to two and three outfits, and
nobody knows what the hell is going on. Nbbody knows what is
going on. I have examples here where the claim was reported.
They call again for another report. Then they ask us to FAX
it. In the meantime, they assign it to three different
outfits. None of these three outfits are looking at the car.
There are a couple of cars still sitting there immobile. And
you can call and you can call, and every now and then you can
get through on the telephone -- once in a while.

I would also like to bring this up: I believe they
are so 1inexperienced when it comes to insurance; they have no
idea. I have a file here that I have kept now for about two
months. This 1is cancellations to my insureds. They never sent
reinstatements. If a person 1s at fault -- for various
reasons, payment of premium, etc., etc. -- they do not send a
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reinstatement. By them not doing that, here comes the poor
insured 1into my office, wanting to pay a premium. "Yeu're
canceled." How do I know when they are reinstated if I don't
get reinstatement letters?

Now I have to spend an hour trying to get through on
the phone. "Is this policy in effect?" Half the time they
can't tell you. What do I do? If now I accept money on this
canceled policy--

ASSEMBLYMAN ZECKER: You're reinstating it.

MR. THOMSEN: As the Thomsen Insurance Company, all of
a sudden. This is unfair to the public; it is unfair to every
producer here. We are in harm's way, I'm telling you. It is
just complete inexperience.

ASSEMBLYMAN ZECKER: Mr. Thomsen, approximately how
many JUA files do you have in your office?

MR. THOMSEN: I would say approximately 1200 to 1500.

ASSEMBLYMAN ZECKER: We have surveys conducted by the
Department of Insurance indicating errors in the area of 25%,
30%, 35%, as high as 85%. Has that been your experience? What
is done good? Has anything good come out of this?

MR. THOMSEN: Out of this JUA changeover?

ASSEMBLYMAN ZECKER: Yes.

MR. THOMSEN: Gee, I couldn't give you one good thing
about it.

ASSEMBLYMAN ZECKER: How about the quality of the
claim once an inspection is made? I realize in your 34 years
you were an agent, but, 1in your estimation, 1is it better
servicing of the vehicle? Is the car looked at better? Is
money . saved on collision and comp claims? Do you understand
what I'm saying? .

MR. THOMSEN: How can it be saved when they have
agreements with certain shops that can just go fix the car
without an inspection? If a person chooses not to go to that,
forget 1it. It is going to take him four months to get a
settlement, or for them to even look at the car.
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I get so charged up when I see what is happening, and
this State is going to save money —-- $75 million? I doubt it.
When you think of the way they are billing people-—- People
have, for example, paid their premiums, 1let's say, in April.
Now that they have three more payments due, all of a sudden
this company hasn't billed them for four or five months. They
get one bill for the whole balance due. Is that fair to a
person because of their lack of knowing what they are doing? A
person gets hit with $1500 at once. They can't pay it.

We have examples. People have paid their first
payment on a policy, dropped a vehicle, or two. It takes five
months to make that correction. In the meantime, unless they
pay for the full three cars, they are going to get canceled.
There can be no adjustments. Is this fair? I have examples of
people financing-- They will go out and purchase a new car.
They will finance this car, and have it added onto a policy.
No endorsement comes in. The bank places a single interest
policy on the car, charging the insured. Is this fair?

I mean, the Commissioner can say all he wants about
this system. If the JUA saves $75 million, it is going to cost
the New Jersey public $150 million. Is this not what this is
all about -- the public? I'm sorry if I get charged up, but I
am very charged up.

ASSEMBLYMAN ZECKER: Mr. Thomsen, you have sent files
to me which I forwarded to the Department of Insurance.
Correct?

MR. THOMSEN: I sure have.

ASSEMBLYMAN ZECKER: What answer have we gotten back?

MR. THOMSEN: None.

ASSEMBLYMAN ZECKER: Thank you. Do any members of the
Committee have any questions of Mr. Thomsen? Mr. Adubato?

ASSEMBLYMAN ADUBATO: Mr. Thomsen, where is your
agency located?

MR. THOMSEN: Clifton, New Jersey.
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ASSEMBLYMAN ADUBATO: In Clifton?

MR. THOMSEN: Yes.

ASSEMBLYMAN -ADUBATO: Are you an independent agent?

MR. THOMSEN: I am a State Farm agent, which I feel is
an independent agent.

ASSEMBLYMAN ADUBATO: I don't think State Farm would
agree with you, but that's okay.

MR. THOMSEN: Well--

ASSEMBLYMAN ADUBATO: But I do admire your
independence. Mr. Thomsen, one of the terms that has become a
SOP for the Insurance Department's incompetence, as well as the
computer companies' incompetence -- and I am going to share it
with you, and maybe it will help you in the future-- Whenever
they get caught -- okay? -- they have a SOP excuse. It 1is
called "computer glitch." That seems to solve the problem. I
have heard that term used over and over and over again to
justify them being incompetent.

Another thing, when you talk about the savings that
were mentioned here -- and I've got to repeat this-—— The
Department of Insurance, when it finally did conduct its audit’
—— five years late, on August 3 -- their figures said that the
people of New Jersey were overcharged $908 million. So it is
hard for anyone to understand, when the Insurance Department
itself says that the people of New Jersey were overcharged $708
million, and at the same time they are saying that by using the
computer companies they are saving $75 million. It doesn't add
up. It just doesn't add up. So, you are absolutely correct,
not only from an 1inconvenience standpoint, but from the
standpoint that the numbers don't jibe.

Are you part of the PIA?

MR. THOMSEN: No, I am not, sir.

ASSEMBLYMAN ADUBATO: Do you belong to any producer
organization at all?

MR. THOMSEN: I do not, no.
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ASSEMBLYMAN ADUBATO: OQOkay. Thank you.

ASSEMBLYMAN ZECKER: Thank vyou. Any other comments,
Mr. Thomsen?

MR. THOMSEN: No, I basically made my comments. I
just hope that things do get straightened out. I am fearful
that it 1s going to take a long time.

ASSEMBLYMAN ZECKER: I thank you for taking the time
to testify.

Next we will have Mr. Bruce Dolin, of the PIA --
Professional Insurance Agents of New Jersey. Mr. Dolin?
BRUCE DOLTIN: Good morning, Mr. Chairman.

ASSEMBLYMAN ZECKER: Good morning.

MR. DOLIN: We have submitted written testimony. My
name 1is Bruce Dolin. I am President of PIA, which 1is the
Professional Insurance Agents of New Jersey, representing
approximately 2000 agents who employ approximately 10,000
people. I am here today to provide what information I can on
today's subject, based on reports from PIA members who deal
with the servicing carriers on a day-to-day basis.

As a historical note, PIA did not favor removing the
servicing of ~JUA Dbusiness from the hands of insurance
companies. We foresaw what has come about, which 1is that the
computer firms that bid on servicing JUA policies were not

really prepared for the Jjob. The servicing of an auto
insurance book is more complex and more
communications—-intensive than they apparently realized. Their

bids and their original level of staffing, telephone capacity,
and computer systems were inadequate to provide an acceptable
level of service.

The ensuing problems have adversely impacted our
members in a number of respects. First, the service problems
have cost time and a great deal of money to resolve. Second,
the agents have lost a great deal of credibility in the eyes of
their consumers, who expect better service than has been
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experienced in the past. And third, some of our members harbor
a realistic fear that they may be subjected to legal action
arising out of the confusion surrounding the rewritin of
policies and a lack of clarity, in many cases, over whether
coverage has been in force or not.

Over the spring, because of the numerous complaints
and problems we have been receiving from our members, PIA
designed a survey questionnaire which was mailed to all of our
members. The response to the questionnaire was very, very well
received. PIA received over 509 returns, which represents
approximately 27% of our agents, and was by far the highest
rate of return that we have ever had on any of our surveys
before.

The first question asked members to specify which

servicing carrier they work with. We had 85 agencies from
Hanover; 91 agencies from CSC; 130 agencies from EDS; 152
agencies from PMC -— PMS; and 51 agencies from Warner Computer
Systems.

Our second question asked whether members or their
clients were experiencing problems with their servicing
carrier- The number of people who indicated that they were
experiencing problems for each carrier is as follows: It
ranged all the way from 100% for EDS; 99% for PMC; 94% for
Warner; 97% for CSC; down to 73% for Hanover.

We also wanted to know the frequency of the problems
being experienced, realizing that even a single complaint that
was generated from the first question would give us the
indication that they were having problems. So we asked whether
the problems were constant, frequent, or occasional? And here
is what our members said: Regarding the constant problems, it
ranged anywhere from a high of 79% for CSC, who had constant
problems; 77% for EDS; 71% for PMC; 31% for Warner; all the way
down to only 19% for Hanover.
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As you can see, there 1is a big difference between
three of the computer company carriers, all of which had more
than 70% of their producers reporting "constant" problems, and
the other two carriers, with only 31% and 19%, respectively,
causing problems that are "constant"” in nature. Hanover was
the only insurance company, and they had the best results.

We also asked what type of problems people were
encountering. These are broken out on the accompanying exhibit
-— which I have furnished to you -- in greater detail. I will
take just one example, one that impacts the public directly,
and which we emphasized in our public commentary when we
released the results of our survey in October. I am referring
to the problem of slow claims payment. This service problem
not only imposes a hardship on consumers, but we fear it may
also be masking the extent of the JUA deficit by falsely
inflating the JUA cash flow picture.

Regarding claims service: 13% had problems with
Hanover; 55% for CSC; 44% with EDS; 24% for PMC; and 37% for
Warner. This is totally unacceptable.

We realize that our survey, taken in September,
reflects the service 1level perceived by our members at a
certain point in time. We feel that the survey results have
been taken seriously by the JUA Board and JUA staff, and that
they have been taking steps to work with servicing carriers to
improve their service delivery. We have agreed to repeat our
survey in January to measure whether significant improvements
have been achieved as a result of these efforts. Likewise, we
know that the Insurance Department has indicated its concern
over the level of service being provided to the public.

We would 1like to state for the record that the.
problems encountered rewriting the bulk of the JUA business by
companies with no prior automobile insurance experience were
completely predictable. Please keep in mind that insurance is
not a commodity that you can purchase off a shelf. It is more

47



than just bidding on policy and transaction count. It 1is alsc
technical knowledge and consumer service. Our clients are nct
complaining about price; they are complaining about the total
lack of service.

Our comments today were not meant to impute bad faith
to those involved, nor to reflect poorly on the JUA overall.
We support the JUA concept as the most efficient way to service
residual automobile insurance business, and we stand ready to
work with all parties to improve the recent service problems
our members have encountered.

We will continue providing surveys. We will continue
to participate with the various advisory boards, and continue
to educate our members in order to make this work. However, 1if
it doesn't work, we will push for a change, as no rhetoric will
change the present situation.

Those are the end of my comments, Mr. Chairman. I am
ready for questions.

ASSEMBLYMAN ZECKER: Do any members of the Committee
have any questions? Mr. Adubato?

ASSEMBLYMAN ADUBATO: Thank you, Mr. Chairman. Mr.
Dolin, maybe you can help clarify some things I have been
saying. It has been my observation that the PIA supported
§-2790. Is that true?

MR. DOLIN: That wasn't in my time, Mr. Adubato.

ASSEMBLYMAN ADUBATO:. I realize that, but the PIA
existed way before your time. '

MR. DOLIN: I realize that. Yes, we supported it.

ASSEMBLYMAN ADUBATO: You supported S-2790. It is
also my understanding that the PIA supported S-2637. It is
also my understanding that the PIA supported A-3702.

MR. DOLIN: Tell me what that is. I am not sure what
that 1is.

ASSEMBLYMAN  ADUBATO: Well, actually, it 1is a
follow-up to S-2637, you know, and some changes were made.
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Actually, you could talk about A-3702 and eliminate S-2637,
which was the Governor's CV. You kXnow, then it was approved
with some changes in A-3702. Those were the bills that created
three tiers, among other things, in the wvoluntary market, and
took the Public Advocate out of the system. The PIA supported
those bills. Is that true?

MR. DOLIN: We supported those bills.

ASSEMBLYMAN ADUBATO: You supported those bills. I
have a difficult time understanding how your testimony here
says, "As a historical note, PIA did not favor removing the
servicing of JUA business from the hands of the insurance
companies." S-2790 did that; S-2637 did that. How on one hand
can you support the 1legislation that removed the servicing
carriers from the insurance companies and put them in the
computers' hands, and at the same time testify that you were
against it? I am confused. Can you help me?

MR. DOLIN: ©No, I can't help you.

ASSEMBLYMAN ADUBATO: Well, I <think it 1is a fair
statement to say, for the record, that the PIA supported the
legislation that allowed computer companies to handle this
business. If your statement today said that today you do not
support computer companies, based on the track record, it would
make sense to me. Based on the numbers you just gave on their
incompetence, I couldn't agree with you more. But for you to
testify that, as a historical note-—- I don't think that is
credible. I'm sorry to tell you that, but it isn't credible,
because your organization was very active 1in supporting that
legislation -- extremely active. They were in the forefront.

Mr. Dolin, how long have you been 1in the insurance
business?

MR. DOLIN: Twenty-two years.

ASSEMBLYMAN ADUBATO: And . how long have you been a
member of the PIA?

MR. DOLIN: Fifteen years.
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ASSEMBLYMAN ADUBATO: So you have been a member of the
PIA for 15 years. Are you aware that with the original JUA,
the PIA always had a representative on that Board of Directors?

MR. DOLIN: Yes.

ASSEMBLYMAN ADUBATO: Okay. Did you receive
information from the PIA every year, if not more frequently, as
to what was happening in the JUA?

MR. DOLIN: Yes.

ASSEMBLYMAN ADUBATO: Are you aware that the PIA
representative voted in the plan of operation to charge 11-1/2%
for administrative costs and 16-1/2% for claims costs for every
claim paid? Are you aware of that?

MR. DOLIN: No, sir, I am not. ‘

ASSEMBLYMAN ADUBATO: Well, they did; they did. Are

you also aware that the legislation that you supported-- You
say you supported the original JUA legislation. Is that
accurate?

MR. DOLIN: Yes.

ASSEMBLYMAN ADUBATO: Okay, so you did support the
original JUA legislation. I'm sure you read it before you gave
it your support. Did you read the bill? ’

MR. DOLIN: Yes.

ASSEMBLYMAN ADUBATO: You read the bill. In your

support of the legislation, did the PIA, at any time -- at any
time from February 10, 1983, when the JUA bill was signed, up
until January 1, 1989 -- ever comment anywhere about, one, the

failure of the JUA to conduct annual audits? Are you aware of
them ever complaining about that?

ASSEMBLYMAN ZECKER: Mr. Adubato, your position is
very clear. I'm sure that many of the people in the audience
are well aware of these questions you have brought up. You
have brought them up before. May I ask you what direction you
are going with, other than telling the PIA that they screwed up?
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ASSEMBLYMAN ADUBATO: Respectfully, Mr. Chairman, I
will excuse you for interrupting me. What I am talking about
is very pertinent.

ASSEMBLYMAN ZECKER: Mr. Adubato, Mr. Adubato, we have
18 witnesses today. I wanted to take a lot of testimony.

ASSEMBLYMAN ADUBATO: I have only two other questions,
if it 1is okay, Mr. Chairman. I will give you the same courtesy
in the near future, if you are on the Committee.

ASSEMBLYMAN ZECKER: Mr. Adubato?

ASSEMBLYMAN ADUBATO: Yes, sir?

ASSEMBLYMAN ZECKER: The only thing I am looking for
is your cooperation in brevity today so we can hear a lot of
testimony. '

ASSEMBLYMAN ADUBATO: I am a lot briefer than you will
ever be-—-

ASSEMBLYMAN ZECKER: Thank you.

ASSEMBLYMAN ADUBATO: -—-in spite of my reputation.
Number two, did anybody from the PIA ever complain to anyone
about the failure of the plan of operation to include
depopulation in it?

MR. DOLIN: Mr. Adubato -- Assemblyman Adubato -- with
due respect, I am here today to report and to testify on the
servicing carriers and the problems we are having with the
JUA. I am not a PIA historian. If I knew we were going to
talk about previous bills dating way back from its inception
and the genesis of the JUA from then until now, I would have
been completely prepared. My testimony today is based on what
I was asked to testify on.

I will be glad to come back, or to talk to you
privately. If you want to go over the history of the JUA, I
will be happy to take my lumps. I will be happy to explain
what we did, why we did it, and why we did not do it. I do not
feel that at this point in time it is relevant to the situation.
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ASSEMBLYMAN ADUBATO: You know, I feel very bad that
you feel you are taking lumps for anything, and I apologize to
you for your inaccuracies. But, you know, I did not make your
comments; you did. You are the one who put it in writing, and
said that historically you did not favor these bills, and you
did. You cannot be allowed to deceive the public any more than

anyone else can -— whether you are called PIA or anything else.
I have nothing more to say.
ASSEMBLYMAN ZECKER: Thank you. Mr. Kamin? (no

response) Thank you, Mr. Dolin.

Next I will call upon Mr. Robert Levinson, of the New
Jersey Association Travelers of America.
ROBERT R. LEVINSON, E S Q.: Actually, it's
the New Jersey Association of Trial Lawyers of America.

ASSEMBLYMAN ZECKER: Well, I will have to blame our
staff. (laughter) It says on here-— It is typewritten, so
you may have to testify on behalf of the Travelers of America.

ASSEMBLYMAN ADUBATO: There are travelers, you know.

ASSEMBLYMAN CHARLES: Well, I think they have been
trying to send them out of the State of New Jersey -- get them
on the road. That may be a Freudian slip. V

ASSEMBLYMAN ZECKER: I'm sorry, Mr. Levinson. Just to
get the ¢orrect title here, this is Mr. Robert Levinson, of the
New Jersey Trial Lawyers Association of New Jersey?

MR. LEVINSON: Well, yeah, it's the New Jersey Chapter
of the national organization.

ASSEMBLYMAN ZECKER: Okay, wait, New Jersey Chapter,
Trial Lawyers Association of America. 1I'm sorry, Mr. Levinson.

MR. LEVINSON: Travelers might be more upset about
that typo than I am.

ASSEMBLYMAN ZECKER: Mr. Levinson, do you have any
written testimony?

MR. LEVINSON: I have nothing written.

ASSEMBLYMAN ZECKER: No written testimony.
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MR. LEVINSON: And I really don't want to take up a
lot of your time, because I think--

ASSEMBLYMAN ZECKER: That would be appreciated.

MR. LEVINSON: I think the message 1is loud and clear.
I would just like to discuss with you for a few moments, if I
may, the promptness, or the lack of promptness, of payments of
claims, particularly in the personal injury protection section
of the policies.

ASSEMBLYMAN ZECKER: As it relates to the computer
companies servicing--

MR. LEVINSON: Correct; correct. Specifically, the
example I have to talk to you about today relates to Warner.
It is a real-live case. It 1s in my office. I can tell you
that a young man had an accident -- a very serious accident --
at the end of July of this year, a Warner insured, a minor, if
you will. His 1injuries 1in that accident required open
reductions of fractures with rod insertions. I want to make it
clear this 1is not your traditional soft tissue injury, sprain
and strain type of injury case. It 1is a very serious matter.
The hospital bill alone is between, I think, $12,000 and
$15,000. '

The PIP application was properly processed by the
young man's mother and myself. It was not until two weeks ago
that we got a report back from Warner that the bills had
actually been paid. Now, 1interestingly enough, I read the
article yesterday in The Star-Ledger about the hearing today,
and one of the comments in that article in The Star-Ledger was

that bills are not being paid for some four months.

Well, I have to tell you, this case 1is certainly true
to form, because bills were not paid until almost four months
to - the day after the accident, even though everything that
should have been done, was done, including the agent calling
Warner, including myself trying to call Warner. What you get
back is, "Well, it 1is not in the computer yet. We can't do
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anything until it 1is 1n the computer." Or you get back a
response to the effect, "Well, the JUA has that file out for
audit. We don't know where i1t 1s. We don't know who has it,
and we don't know when it is coming back."

Now, what happens at that point 1is, you have my
client's mother, a single parent, who becomes extremely upset
because she is getting letters from her son's medical providers
to the effect, "Listen, this 1is the last notice we are sending
you. From this point on it 1is going into 1litigation." She
becomes, you know, extremely anxious. She gets very angry at
her agent, more so than at me because she is dealing directly
with her agent about that. But there is some spillover to me
also, and I can appreciate, "Well, okay, she 1s angry at her

lawyer. That's no big deal." But, how about her agent? You
know, you may not like me as a lawyer -- many people may not
like me as a lawyer —— but certainly the agent is entitled to

have a good rapport with his people also.

Basically, what I am beginning to £find out when
talking to other lawyers out there in the trenches, is that
they are having the same experience as myself, and the
experience is coming about because you have companies that are
inexperienced in the field, with the exception, I think, of
PMC. Of all of the computer companies that are now doing JUA
work, none of them had any experience with this type of
insurance work before. You also have a staff shortage, because
a lot of these companies are not going up to staff until they
see that they have become inundated with files already, and
they are playing catch-up right there, their philosophy being,
"Why should I hire more people than I need right now, and have
to pay them, if the files aren't actually in here right now?"
They are goiﬁg to wait until the adjusters that they do have
are up over their heads with files.

That 1is what we have right now. It has to be
corrected. It does not impact on me as a lawyer. It does not
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impact on the legal profession, so to speak. That 1s not why
we're here. We are here because of our people. I have to tell
you something: When I told my client's mother that this was
going on today and that I would be coming down, she told me to
send a resounding voice of affirmation about what I am saying
here today, for the consumer. I am a consumer advocate, and
that 1is who I am representing. They are very upset because
their credit is being affected and their peace of mind is being
affected.

ASSEMBLYMAN ZECKER: Mr. Levinson, have you done any
surveys amongst the Trial Lawyers Association of New Jersey?

MR. LEVINSON: Not formal. I have discussed in the
courthouse——

ASSEMBLYMAN ZECKER: Do you think it might be a good
idea for you to do some kind of a formal survey through your
organization? Let me explain why: The majority of the
complaints have been coming from the consumers themselves,
generally in the area of property damage. They have been
coming from insurance agents, insurance brokers, and they have
- been coming from body shops and various providers who have not
been paid. As it relates to BI cases, since most of them take
a substantial time to mature through treatment and everything,
I think the problem as it goes along with PIP claims, 1is
probably going to come to a head at the early part of next
year, if not already. So perhaps a good suggestion might be to
go back to your Association and conduct surveys as to any
patterns that might be developing in the 1late payment of
medical bills.

MR. LEVINSON: We have discussed that, and we are
looking into ways to be able to effectively be able to do that.

ASSEMBLYMAN ZECKER: Naturally, any member of this
Committee would be interested in the results of such surveys,
as would other legislators.
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MR, LEVINSON: Certainly. One other point I would
mention about the lack of timely PIP payments to the medical

providers: The medical providers tend to shy away from
treating people in these types of situations because they feel,
"Well, I am never going to get paid. It is too much of a
headache, and I don't want to get involved." That means that

the consumer who is injured in an automobile accident can begin
to develop problems getting the best medical care that they
deserve.

Thank you.

ASSEMBLYMAN ZECKER: Thank you very much.

Next I will call upon Mr. Stanley Eisenberg and Andrew

Kleinwaks, representing the Insurance Brokers Association of
New Jersey.
STANLEY EI SENBER G: Mr. Chairman, members of
the Committee: Thank you for the opportunity to speak.
Because of the 1late notice of this hearing from our
Association, the Insurance Brokers will be issuing a formal
response to this Committee in the next few days.

I had not planned to speak today. However, 1in
response to Assemblyman Kamin's statemeht, I would like to give
a firsthand report of my servicing carrier, Hanover Amgro. As
Past President of the Insurance Brokers Association, I have
also been inundated with complaints from producers about their
various servicing carriers. The 1least number of complaints
concern Hanover Amgro. Management from Amgro has Dbeen
extremely cooperative in solving problems brought to their
attention.

.I would also 1like to support Mr. Ahart 1in his
statement that Neil Pearson aﬁd the JUA staff are now on the
right track in solving the JUA problem.

I also have several observations I would like to bring
to your attention: One is the fact that some of the computer
companies have been impeding billings on a timely manner and
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are not collecting dollars which the JUA severely needs. One
point, 1in fact, has to do with the billing -- which I
understand the companies had the right to do —-— on a $4 per
installment basis for three times, rather than $3 for four
times. We find that most cancellations occur within the first
two months of the policy being in effect, and because of the
fact that those $3 were not being collected in a timely manner,
the JUA suffered financially.

I introduced a resolution in to the Accounting and
Statistical Committee which changed that, and as of November 1,
I understand that all the computer companies are now charging
the $3 installment.

Mr. Chairman, is it a fact that the <current
Legislature has passed S-2790 and S-26377 These Dbills
immediately raised rates and, at the same time, lowered
commissions to the producers. Are the producers to be called
upon to work at a fair wage level, or below the wage level?
~ Don't we all have one thought in mind; that is to service the
consumers of this State?

With that, I would 1like to turn this ever to Mr.
Kleinwaks. Mr. Kleinwaks has an agency in Plainfield. His
servicing carrier is PMC, and he is a member of the Insurance
Brokers Association.

ASSEMBLYMAN ZECKER: Mr. Kleinwaks?

A NDREW KLETINWATKS: Thank you. Mr. Chairman,
members, thank you for allowing me the opportunity to speak. I
am responding to you today on behalf‘of my office. However, I
understand that the problems that I am going to go over are
prevalent with all the servicing carriers. I will try not to
be redundant.

ASSEMBLYMAN ZECKER: Okay. A few questions: How big
is your agency? _ “ ‘

MR. KLEINWAKS: I handle about 1000 clients all
through the JUA. I do have a prepared statement. Copies are

with you now.
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ASSEMBLYMAN ZECKER: Let's see 1f we have it here.
(Chairman goes through his papers) This one?

MR. KLEINWAKS: That might be it. I didn't have my
name above it.

ASSEMBLYMAN ZECKER: It's unsigned?

MR. KLEINWAKS: Yes.

ASSEMBLYMAN ZECKER: It's plain white.

MR. KLEINWAKS: That's it. Yes, sir -- anonymous.

ASSEMBLYMAN ZECKER: Okay. Beginning with, ‘"Last
year—-"

MR. KLEINWAKS: Right. Yes, sir.

ASSEMBLYMAN ZECKER: Okay, the Committee members all
have it. Thank you.

MR. KLEINWAKS: Last year, contracts were awarded to
new servicing carriers, primarily computer processing firms,
with little or no knowledge of New Jersey's auto insurance laws
or regulations. These contracts were not awarded based on
experience and knowledge, but rather on the lowest bid. The
result has been just short of chaotic in my office.

My prior carrier, Selective Insurance Company, had
some 60 years experience in the insurance field, and 1like
myself, entered the JUA at its inception, so we grew together.
Upon the rollover of renewals to my new carrier, we have been
plagued 'by sloppy underwriting, accounting, and claims
procedures, some of which I will outline here.

It is my opinion that these new carriers, while given
six months between being awarded a contract and actually going
on-line, were given little guidance or preparation for the task
about to be undertaken by them. It would also be safe to say
that had the policy load been distributed to a larger number of
carriers, preferably insurance-related carriers, that this
statement would not be necessary. . _

In the area of underwriting, I have seen policies
incorrectly issued, that is to say, coverages applied for not
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provided, dual thresholds and coverages on multi-car policies,
applicable DIP surcharges being ignored or, at the adverse, DIP
surcharges applied for nonexistent offenses, or for offenses
not yet approved by the JUA as surchargeable.

Initially, although I might list an accident in three
separate areas of an application as non-chargeable, the carrier
would then charge it to the policy anyway. Policies were, and
still are, but at a smaller number, being issued late and/or
incorrectly, due primarily to understaffing on the part of the
carrier. PMC has set up a customer service office here in New
Jersey, which can only be described as inefficient. When I am
able to get through on the telephone, the staff, while
courteous and at least trying to be helpful, 1is unable, by
company policy, to correct an error on a policy that even they
see as necessary. They are not allowed access to the system.
I often recite JUA rules and regulations to them from the
manual. According to them, my only recourse is to allow them
to contact the home office in South Carolina, and in turn,
awailt a return call from that office. Generally, that response
takes days. My clients are accustomed to a higher 1level of
service, and I will do all in my power to provide just that. I
now resort to calling the home office myself at least twice a
week, and usually armed with at least a dozen files requiring
correction and/or explanation.

I want to stray from my statement for a minute,
because we are now getting into January renewal issuance. Last
January, I took a great deal of time with each of my clients to
go over the new coverage options that were available to them:
the verbal as opposed to a zero threshold; the $500 deductibles
as opposed to lower deductibles. A number of my clients had
taken the lower deductibles. My January renewals, regardless
of what was being changed last January, are coming back now,
regardless of what they have, with a $500 comprehensive and
collision deductible and a tort threshold of a verbal.
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ASSEMBLYMAN ZECKER: We had prior testimony to that
effect.

MR. KLEINWAKS: Okay, well, I am bringing it up that
it is with the carriers.

ASSEMBLYMAN ZECKER: No, but the testimony stated that
was because they didn't have sufficient DMV information. Is
that the reason that has been given to you?

MR. KLEINWAKS: I don't know whether it has anything
to do with DMV, because this is coverage rather than the record
—— rather than the driving record.

In the area of accounting, renewals were being issued
with a balance due in full, rather than on the installment
plan. When I attempted to break the balance into installments
and remitted the same, policies were canceled for nonpayment of
the full amount due. While I was able to have each of these
policies reinstated, it was only with aggravation, additional
work, and abuse from an irate clientele. Bills, when sent,
were being generated three to five days prior to their due
date, and reaching the insured about a week after the due date
of payment.

In a conversation with Bernie Mazon at PMC, he
insisted that the bills were generated at least 28 days prior
to the due date. I sent him randomly chosen bills to dispute
his point. At present, I am experiencing delays in the posting
of payments which, in turn, can gJenerate a cancellation
notice. There are also a number of payments that are "lost" by
the carrier, or applied to someone else's policy. Generally,
the excuse offered by PMC 1is that the problem was due to
computer error, which is a great excuse for a computer company.

My feeling is that a computer is only as good as its
programmers and/or operators. There are a number of bad
producers in the field, and we are now being looked at with a
cautious eye by the consumer when the carrier errs. 1I'll echo
Hank, by saying that my reputation is being tarnished by the
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carriers' mistakes. Once or twice, it's okay, but these errors
are recurring. I happen to learn from my mistakes. I never
trip over the same shoelace twice.

With regard to claims, well, I shouldn't stop now.
While I have not submitted a large number of claims to date,
the ones that have been submitted have been handled shabbilyf
Claims are being denied, or settled for less than is actually
due, again, based on 1inexperience and lack of knowledge, but
also based on the fact that there is little interaction between
the home office and the claims unit. Often I am told that a
claim 1is being denied because the policy did not provide
physical damage coverage, when, in fact, my endorsement for
that coverage was submitted two to three weeks prior to the
loss, or it 1is being denied due to cancellation for nonpayment
of premium, when, in fact, payment was sent far in advance of
the cancellation date.

In short, and in closing, the transition process has
been anything but smooth. I'll call it a bad dream. It has
become a hardship to me as a producer, but I have become
accustomed to hardship, as most of the past insurance-related
‘legislation has caused me more of the same. Moreover, the
insurance buying public is bearing the brunt of this
inconvenience by way of reduced levels of service. The
motorist wants, expects, and, most of all, deserves more from a
carrier, considering the average cost of a policy. Again, it
is opinion only, but I feel that the transfer of JUA carriers
was a bad decision and not properly thought-out. The result
only lends credence to the o0ld adage that cheapest 1is not
necessarily best.

ASSEMBLYMAN ZECKER: Thank you. Mr. Kleinwaks, have
you made any complaints to the Department of Insurance or to
the JUA directly? , ’

MR. KLEINWAKS: I have made a few complaints to the
JUA. I spent a good four hours a  few months ago with
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Commissicner Merin and Dave Woolsey in the JUA. 2 have a

number of complaints -- some of them I can even document here
-- that I have sent to South Carolina to PMC.
ASSEMBLYMAN ZECKER: But specifically with the

Department of Insurance and the JUA?

MR. KLEINWAKS: Well, the Department of Insurance——
When I went down there, it was on a general aspect, really,
about the changes that were made and how I felt maybe the
public was being duped. I was concerned with things like PIP
coverage. Now, my office is in Plainfield, New Jersey. There
is an unemployment rate there. If one of my clients has an
automobile accident in which he 1is injured, fine. He has PIP
coverage. But with a $250 deductible and a 20% co-payment, the
number of single parents--

ASSEMBLYMAN ZECKER: Mr. [Kleinwaks, my point is,
perhaps Mr. Merin isn't getting a lot of the complaints. There
are many agents who understand that a complaint to the
Department of Insurance generally isn't going to solve the
problem, so they, as <you, contact the Carolina office
directly. Correct? A '

Mﬁ. KLEINWAKS: Correct.

ASSEMBLYMAN ZECKER: So you have not documented all of
these problems in dealing with the servicing carrier, or sent
this information over to the Department of Insurance. Is that
correct?

MR. KLEINWAKS: Possibly. There 1s a producer
advisory board--

ASSEMBLYMAN ZECKER: Well, my question to you was:
How many of these problems have you made aware to the
Department of Insurance in writing?

MR. KLEINWAKS: Specific problems?

ASSEMBLYMAN ZECKER: Yes, specifically.

MR. KLEINWAKS: I spent time with Dave Woolsey, and he
made copies of approximately 20 to 25 files that particular day.
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ASSEMBLYMAN ZECKER: And how many more could you
submit to the Department of Insurance? Your agency 1is
approximately 1000 JUA files.

MR. KLEINWAKS: I could submit, as far as past that
have corrected or uncorrected--

ASSEMBLYMAN ZECKER: Correct.

MR. KLEINWAKS: --and present-—

ASSEMBLYMAN ZECKER: Yes.

MR. KLEINWAKS: I could submit as many as 150 more.

ASSEMBLYMAN ZECKER: Which is about 15% in error? Is
that low a number -- because I have heard higher numbers of
error problems -— as a result of your efforts to make sure that
there are no problems on as many files as possible?

MR. KLEINWAKS: I would like to think so. Yes.

ASSEMBLYMAN ZECKER: Thank you. Do any Committee
members have any questions of Mr. Kleinwaks? Assemblyman
Adubato?

ASSEMBLYMAN ADUBATO: Mr. Kleinwaks, you are part of
the IBA? '

MR. KLEINWAKS: Yes, sir.

ASSEMBLYMAN ADUBATO: The Insurance Brokers
Association?

MR. KLEINWAKS: That 1is correct.

ASSEMBLYMAN ADUBATO: Did your Association support the
changeover in the JUA allowing computer companies to handle
business in S-27907? '

MR. KLEINWAKS: To my Knowledge, they were pretty much
adamant and against it.

ASSEMBLYMAN ADUBATO: Can you help us with that, sir?

MR. EISENBERG: They were opposed to it.

ASSEMBLYMAN ADUBATO: So the Insurance Brokers of New
Jeisey were opposed to the changeover. Well, again, you Kknow,
because of time and the extent of the witness 1list and the
Chairman's impatience for people to be asked questions, I will
respect that impatience.
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ASSEMBLYMAN ZECKER: Mr. Adubato, I will allow, at the
conclusion, you know, any statements that any Committee member
wants to make to clean up. But I Jjust want to get as many

witnesses through today and next Monday as possible. I
apologize 1if you, you know, read what I am doing as
impatience. I am not impatient. I will spend as much time as

is necessary on this.

ASSEMBLYMAN ADUBATO: I don't mean to be argumentive,
Mr. Chairman, but you also made a commitment to continue the
hearing of the Ad Hoc Committee, which you have never done. So
that being the track record, I still apologize for your
impatience, and maybe I won't have a chance to talk.

. ASSEMBLYMAN ZECKER: Well, I had advised you--—

ASSEMBLYMAN ADUBATO: So that being said, Mr.
Chairman--—

ASSEMBLYMAN  ZECKER: Mr. Adubato -- Assemblyman
Adubato-- .

ASSEMBLYMAN ADUBATO: --I just want to compliment the

Brokers Association for taking their position.
ASSEMBLYMAN ZECKER: Assemblyman Adubato, I think we

are still waiting for the audit results on that -- the complete
audit results —-- which I have still not obtained.
Assemblyman?

ASSEMBLYMAN ADUBATO: Yes, sir?

ASSEMBLYMAN ZECKER: Any questions?

ASSEMBLYMAN ADUBATO: The only question I have 1is a
comment; it is not a question. I want to thank the Brokers
Association for speaking out for the people of New Jersey. You
are the only producer's group that did that. In spite of what
people said today that they were against this when they
weren't, you know, the PIA and the Independent Agents actively
supported those changeovers. You are the only group that did
not, and that must be clear to everybody.

I want to thank you again for your support for the
people of New Jersey.
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ASSEMBLYMAN ZECKER: Thank you. Assemblyman Charles?

ASSEMBLYMAN CHARLES: I heard one of the earlier
witnesses testify that he had heard, or had been told, that one
of these computer firms had sort of a policy, whether it was
formal or informal, that all policies would be issued with the
verbal threshold, irrespective of the applications that were
submitted. He stated -- that witness stated -- that that might
have, or probably did contribute to the large percentage of
errors that come back in the policies that the customers have
been getting.

Have you heard anything similar to that; that these
companies were 1issuing a verbal threshold, 1irrespective of
applications that were submitted?

MR. KLEINWAKS: In my particular office with my
carrier, it was the exception rather than the rule, quite
honestly.

ASSEMBLYMAN CHARLES: I don't understand.

MR. KLEINWAKS: What you're asking is if it was a
standard bearer thing for the companies to issue a policy
regardless of what we had listed on an application. While that
may have been the case with that particular producer with his
particular carrier, with my carrier it 1is not the rule. For
the most part, they do adhere to the coverages selected on an

application.

ASSEMBLYMAN CHARLES: And who is that -- which one?

MR. KLEINWAKS: That would be Policy Management
Corporation —-- PMC.

ASSEMBLYMAN CHARLES: Thank you.

Excuse me, Jjust one follow-up question: Have you

heard from any other people in the industry, any of your
colleagues, anything concerning a policy that any of these
carriers might have with respect to verbal/nonverbal?
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MR. KLEINWAKS: It has come up very often. Many times
I have found that it has been due to the lack of submitting the
coverage selection form, which would substantiate whatever 1is
on an application listing coverages.

ASSEMBLYMAN CHARLES: Thank you.

ASSEMBLYMAN ZECKER: Thank you. If there are no other
questions, I will excuse these witnesses.

MR. EISENBERG: Thank you, sir.

MR. KLEINWAKS: Thank you.

ASSEMBLYMAN ZECKER: Next we will have Mr. Charles
Bryant, CEO of the Central Jersey Auto Body Association. Mr.
Bryant?

ASSEMBLYMAN ADUBATO: Mr. Chairman, is his name on the
list?

ASSEMBLYMAN ZECKER: No, he handed in—-—

ASSEMBLYMAN ADUBATO: His name is not on the witness
list?

ASSEMBLYMAN ZECKER: No. Mr. Charles Bryant --
B-R-Y-A-N-T. The sheet was entered as CEO, Central Jersey Auto
Body Association. Is that correct, Mr. Bryant?

CHARLES BRYANT: Yes, it is.

ASSEMBLYMAN ZECKER: Thank you. Mr. Bryant, there is
a talk button. Is that on now?

MR. BRYANT: Now it is, yes.

ASSEMBLYMAN ZECKER: Please.

~ MR. BRYANT: First of all, I thank you for allowing me
the opportunity to come here to speak to the Committee. The
auto body industry is an industry that 1is affected very much by
the problems we are having with the computer companies. A lot
of the things are being reported to me now,- - since I am the
Chief Executive Officer for the Central Jersey Auto Body
Association. People who have problems-—- We are setting up an
office right now 1in Neptune City. In fact, it is now set up.
People who are in the business have been instructed to make me
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aware of the problems that are going on, and the situations, so
that we can document these files.

Some of the things that we have found out-—- I have
been in the business myself for 23 years. I recently sold out
and opened a consulting business. Working together with my
consulting business and being the Chief Executive Officer in
Central Jersey, a lot of the problems are coming to us, such as
having cars sitting behind body shops that are completed, where
the car is fixed, they have an agreed price to repair the
automobile—— The cars are done, and they are sitting behind
the body shops. They can't be picked up because the insurance
company has not issued a check for them.

There are also situations where cars are sitting in
body shops without even an adjuster coming out to look at them,
sometimes for as long as 30 or 40 days. We have documentation
on these things. Because of the short notice, I did not bring
a lot with me. I have one particular case where I can show you
something that has happened. .

We have regulations that govern these practices called
the "Unfair Claim Practice Regulations," which are not being.
abided by by the insurance companies. It clearly states 1in
these regulations the amount of time required to look at a car
once a claim is reported to the insurance company. It clearly
states the amount of time to have a claim paid. If these
regulations were being followed, we would not have these kinds
of problems. It also clearly states that anybody who 1is
involved in the settlement of a claim be thoroughly conversant
with these rules and regulations.

In my experience from talking with people 1in the
insurance companies, or specifically the computer companies, we
have had people who are settling claims, with us telling them,
"You are not settling this claim properly. You haven't done
the things that you are supposed to do. You are not abiding by
the Fair Claims Act and the Unfair Claim Practice
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Regulations." They would actually say to me, "What's that?"
This is one of the big problems we have. If they don't know
what their own regulations are, how can they settle a claim
properly?

The other thing is the telephone service. It started
out that we <couldn't get through. We would get ringing,
ringing, ringing of the telephone, with nobody answering. A
computer company stated to us, "We're working on that. We are
going to have a system in pretty soon that will accommodate
you." Now we are able to get through. The phone rings a few
times, and you get through. Now you get a tape recorder that
tells you, over and over and over again, "Please hold on. Your
call will be answered shortly" -—- over and over and over
again. It doesn't make any difference if you are holding on
with the phone ringing or if you are listening to a record.
You still can't tell them what your problems are.

One of the things that might help to cut down on some
of the costs of these insurance problems we are having now——
The cars that sit behind body shops collecting storage-- We
have cases -—- and I do have documented cases I can produce on
this -- where a car 1is deemed to be a total loss. The car that
is a total loss, from my experience-—- I have seen particular
cars where the junk value of the car may be $200 or $300, maybe
$500 or $1000, and the storage bill being paid on this car,
because it wasn't picked up when it was determined to be a
total loss, 1s $3500. Why not pick up that car? Why create
that storage bill unnecessarily? I have a problem
understanding that.

The body shops are getting bogged down. They don't
have a place to put cars coming in that are damaged, because
they are having to store these cars that they can't get paid
for, or cars sitting there without even being looked at. It is
really hurting the auto body industry very badly, and the auto
body industry realizes that now. That 1is why they have put me
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in the position they did and asxed me to open an office and jet
started documenting more of these things, so we can come to
this type of a hearing and make the proper people aware so that
something can be done about it.

I think the biggest answer I could recommend would be
to abide by the Unfair Claim Practice Law. Have someone put
some teeth into the law, so that if these things are not done
in the amount of time they are allotted, that there is some

penalty for 1it. Like it 1is now-- We didn't have these
problems before when we had insurance carriers. I don't know
if I can mention names, but if it is okay, I w:..: Allstate,

Hanover even before. The reason Hanover has such a good record
now —— I'm saying "good record," a better record than the other
companies -—- 1s because they have been doing it for a long,
long time.

I had one company, Warner, when I had a particular
problem and I got involved with them and with the Department of
Insurance. I got back to them, and they said to me, "Charlie,
we are going to try to help you with a number we are pretty
sure you can get through to. There 1is a special supervisor who
will overlook your claims, because you seem to be knowledgeable
in what you're saying. You are not asking for things that are
outrageous. If you don't have success in getting a claim
settled, please speak to this particular gentleman." They have
helped me in getting some claims settled.

Today I have a particular claim that is with respect

to Warner —--— where the 1insurance company, Warner, took
approximately 58 days to make a 1liability decision. After
taking all of this time-- I sent myself -- or I FAXed four

copies of an accident report, each time they told me they
didn't receive it. The owner of the car mailed in two
particular accident reports, stating they never received it.
After the fourth one that I FAXed over, someone said,
"Yes, now we have it." At that point, they looked at it -- and
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Now we will send it to scmebody who can ma¥2 the liabhilicy
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decision, and they will get back to you in a wesk or so." I
said, "I can't live with that. I need somecne to look at it
now. Tnis lady has-- The car has been done." They did look

at the car after 20 days, and had an agreement of repairs.

The shop went ahead and fixed the car. Now, after
waiting the 58 days. when I finally demanded that someone make
a liability decision, they did. They first told me, "If you
are worried about the 58 days, go through the other carrier.”
I said, "You know, it 1is clearly stated in the Unfair Claim
ractice Law that you cannot ask me to do that. You have to
look at the claim and make a determination, is it a liability
on your part?" I was instructed to go to the other carrier,
and I said, "No, I want someone to make a decision." At that
point, they made what I feel was a very poor decision of
approximately 66% liability. Afterward, we were told that they
nave now put this into investigation, like the same afternoon,
and now they have found that the person that this party was
involved with has no insurable interest in this «claim.
Apparenitly the car was owned by one party and insured in-
another party's name, maybe Dboyfriend and girlfriend, or

whatever.

At this point, they say, "Now we are not going to pay
the claim at all." We were instructed to go through the other
carrier, after walting -- at this point now, I think it is up

to around 69 days. When we went to the other carrier to try to
settle the claim, the other carrier said they need a copy of
zhe denial from the other company, Warner. We went back to
Warner, and said, "We need a copy of the denial form in order
=0 get paid from this comuany -- their own company," and they
said, "Well, we can't give it to you vyet. It is under

investigation."
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Now, this- has locked this lady from getting paid from
her own insurance. company. I called back and said, "You have
to pay this claim." I have never heard of a letter of denial.
This lady paid insurance. We are asking to be paid by her own
carrier. Anyway, the bottom line was, waiting 69 days, the
company agreed to Jjust pay the «claim without a denial.
Meanwhile, the 1lady has a $1300 or $1400 rental bill while
waiting for this company to make a decision, unnecessarily.
Now the car has been repaired. Thankfully, the body shop
didn't charge a storage fee from the time the car was repaired
to take it and put it onto another lot where there would be a
fee created. But we waited all that time to make a decision
that should have been made. If we had known the decision was
going to be made something like that, we would not have had to
go into that all the time.

I think that if the Unfair Claim Practice Regulations
are enforced, it will help to solve a lot of the problems in
our industry.

ASSEMBLYMAN ZECKER: Mr. Bryant, you spent a dgreat
deal of time on one file. My question to you would be: Do you
deal with a lot of body shops? How big is your organization --
representing how many body shops?

MR. BRYANT: The Central Jersey Auto Body Association
has approximately 260 members now. Yes, I do deal with an
awful 1lot of them. I recently began to deal with a lot of
them. They have looked for someone to go to and get answers
from.

ASSEMBLYMAN ZECKER: No, my question was, "How many
shops do you represent?" and you have .answered that -- 260
approximately.

MR. BRYANT: Yes.

ASSEMBLYMAN ZECKER: Has their experience been that
things have been getting slower and slower, you know, to get a
car looked at?
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KR. BRYANT: Yes.

ASSEMBLYMAN ZECKER: The payment is slower and slower?

MR. BRYANT: The payment 1is slower. Getting someone
out to look at it is even slower.

ASSEMBLYMAN ZECKER: Do the body shops sign an
agreement with the servicing carriers?

MR. BRYANT: As far as what, the time to look at the
car or anything?

ASSEMBLYMAN ZECKER: No. Do they sign an agreement of

payment?

MR. BRYANT: What is supposed to happen--

ASSEMBLYMAN ZECKER: Do they sign an agreement of
payment? '

MR. BRYANT: They are supposed to, but they are unable
to.

ASSEMBLYMAN ZECKER: You'll have to run that by me
again.

MR. BRYANT: Okay. When a shop--

ASSEMBLYMAN ZECKER: Doesn't a shop enter into some
kind of an agreement to become, I don't know if you would call
it an "approved shop," a "servicing shop." 1Is that done?

MR. BRYANT: There is such a thing, yes, as an
approved shop or a direct repair shop.

ASSEMBLYMAN ZECKER: What 1is an approved shop or a
direct repair shop, for the Committee's edification?

MR. BRYANT: Okay. A direct repair shop would be a
shop that has an agreement with one of the companies to-- They
don't have to have an adjuster come to look at their car. They
can take the car into the body shop. The body shop will write
the estimate and send the estimate in, along with the copies of
invoices and whatnot. They will be paid directly. So the
people can come 1into that particular shop, supposedly, get
their car fixed, and go right on out.
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ASSEMBLYMAN ZECKER: So, in fact, the body shop 1in
those instances is not writing an estimate. Is that correct?
He is writing a bill. }

MR. BRYANT: Basically, yes.

ASSEMBLYMAN  ZECKER: The shops that have that
privilege-— Who checks on them to make sure that their bills
are accurate?

MR. BRYANT: I have no idea.

ASSEMBLYMAN ZECKER: When a person, or a body shop
signs that kind of an agreement, when does he get paid? 1In
that agreement, within how many days will he be paid?

MR. BRYANT: To be honest with you, I don't deal with
that many direct repair shops. I can find that answer for you,
but I don't agree with the program very well.

ASSEMBLYMAN ZECKER: In many instances, it is a 90-day
agreement. Many of the shops are held up on their money for 90
full days. They are assured that it 1is not going to be 90
days, but it could take as many. But in most instances, it
winds up taking as many as 90 days. Many of. the body shops
have anywhere from $75,000 to $100,000 to $150,000 in
outstanding cash flow for having the privilege of being
cooperative or direct repair shops.

Now, 1f a consumer, or an agent, does not want to use
one of those shops, because maybe right around the block from
the insured or claimant there is a body shop that has a good
reputation, but 1is not on that approved list-- These are many
of the shops that you must deal with, correct?

MR. BRYANT: That is correct.

ASSEMBLYMAN ZECKER: So then, if the person does not
take it to the direct shop, and takes it to their own shop,
then they have to make sure that an adjuster comes out, or the
agent does, or the insured or claimant does. Is that correct?

MR. BRYANT: That is correct.
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ASSEMBLYMAN ZECKER: Do you know the time frames,
or-- You don't have that much experience. You will be getting
that information, correct?

MR. BRYANT: I know the time frame that it is supposed
to come out in.

ASSEMBLYMAN ZECKER: That wasn't my question. My
question was: Do you know how much time it can take? and you
don't know yet.

MR. BRYANT: Yes, I do know. I have quite a few—-

ASSEMBLYMAN ZECKER: In some instances, in one file,
but I think you are going to find that that might be a 1little
bit more widespread. You'll be getting that information.

MR. BRYANT: I referred to one file that I brought
with me, which I spoke about. But I could produce tomorrow
morning 15 or 20 files.

ASSEMBLYMAN ZECKER: Well, obviously, this 1is why the
Central Jersey Auto Body Association has hired a CEO --
correct? —— and set up an office, or an office is being set up
in Neptune City, because many of the shops you will represent
are having frustrations in dealing with the servicing
carriers. Am I putting words in your mouth?

MR. BRYANT: Not at all. You are exactly right.

ASSEMBLYMAN ZECKER: Do these body shops complain to
the JUA or to the Department of Insurance?

MR. BRYANT: I have recently been talking at meetings
about the Unfair Claim Practice--—

ASSEMBLYMAN ZECKER: My question is very clear: Do
the body shops generally complain to the Department of
Insurance or to the JUA?

MR. BRYANT: Yes, they do.

ASSEMBLYMAN ZECKER: Many times?

MR. BRYANT: Yes. They will be complaining even more
now, because we have explained to them, "“If you don't put a
written complaint in, calling up and yellingiat someone is not
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going to do you any good. You have to have a written complaint
in order to do some good with it."

ASSEMBLYMAN ZECKER: All right. So it 1is your feeling
that the body shops maybe have not been making the JUA or the
Department of Insurance as aware as they could of the many
problems that exist out there in the field. 1Is that correct?

MR. BRYANT: That is 100% right.

ASSEMBLYMAN ZECKER: Okay. It almost sounds like I am
giving testimony now, right? I think I know a 1lot of the
problems you are going to be finding out 1in your position.
Obviously, the Commissioner of Insurance, whoever that might
be, would be very interested in having this information, as
would members of this Committee and members of the State
Assembly.

Do any members of the Committee have any questions of
Mr. Bryant? Mr. Kamin?

ASSEMBLYMAN KAMIN: Thank you, Mr. Chairman. You
mentioned about one of the problems being the storage costs
that are being passed on to the consumer. What, 1in your
region, 1is an average storage cost for an automobile on a per
day basis?

MR. BRYANT: The average storage cost 1s approximately
$25 a day. That 1is what the insurance companies are paying
most of the time.

ASSEMBLYMAN KAMIN: Looking at the delays and the
payment for completed work, and also even cars to be looked at
for work to begin, that can add to the bill somewhere between
$500 and $1000, easily.

MR. BRYANT: The big part of storage coming in-- 1If a
car is determined a total loss, normally we were getting cars
picked up within three days after that with the other
carriers. Now there is a record of cars that have been sitting
there for two months, and still haven't been picked up. In
fact, we have documentation on cars that are now sitting that
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are not picked up, where the 1insurance carriers ' have Dbeen
called every two weeks or so. They say, "Listen, we have a car
here. We don't understand why you are not picking it wup.”
They say, "Well, it was assigned. We will check into it and
get back to you." Nobody gets back.

ASSEMBLYMAN KAMIN: These accumulating expenseé, Mr.
Chairman, become 1liabilities of either the consumer or the
JUA. That 1s a tremendous amount of money that shouldn't
become a cost to the insurance system.

ASSEMBLYMAN ZECKER: I would agree.

MR. BRYANT: If these <cars «could be picked wup
properly, once they are determined a total loss, it would save
an awful, awful lot of money for the State.

ASSEMBLYMAN KAMIN: In many cases concurrently running
with this, too, are sometimes the unreimbursable expenses for
the motorist or the consumer to have to have a rental, which
accumulates.

ASSEMBLYMAN ZECKER: Do any other members of the
Committee have any questions of the witness? Assemblyman
Adubato? , . : '
ASSEMBLYMAN ADUBATO: Mr. Bryant, prior to becoming
the CEO, what was your background? Were you in the body shop
business?

MR. BRYANT: Yes. I was in the body shop business for
about 23 years.

ASSEMBLYMAN ADUBATO: Have you dealt with both
voluntary market insured cars as well as the residual market
cars in your 23 years?

MR. BRYANT: Yes, sir, I have.

ASSEMBLYMAN ADUBATO: When you talk about storage, I
imagine you have had experience with cars that were reported
stolen and were recovered after the 30 days,.where the paYment
was made in full?

MR. BRYANT: I have experience-—- I don't know exactly
what you are trying to ask me.
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ASSEMBLYMAN ADUBATO: What I am trying to get on the
record is that storage 1s not just storage for those cars where
an adjuster has not come out to look at a car that is going to
be repaired.

MR. BRYANT: Right.

ASSEMBLYMAN ADUBATO: But there are storage costs
involved where a car 1is reported stolen; it goes beyond the
time frame of recovery; and the person is made whole -- the
insured is made whole.

MR. BRYANT: Correct.

ASSEMBLYMAN ADUBATO: Then the car is recaptured.

MR. BRYANT: Right.

ASSEMBLYMAN ADUBATO: That car lays somewhere in a
salvage yard, or somewhere, and there is storage on that car.

MR. BRYANT: True. Normally, if it goes beyond the 30
days, it wouldn't go back to a body shop.

ASSEMBLYMAN ADUBATO: Right.

MR. BRYANT: It would go to a retaining lot somewhere.

ASSEMBLYMAN ADUBATO: When you say "a retaining lot,"
do companies have contractual agreements with these retaining
lots? >

MR. BRYANT: I preéume they do, Mr. Adubato, but it is
beyond—-

ASSEMBLYMAN ADUBATO: You are not knowledgeable of
that area?

MR. BRYANT: Not really. I am in the body shop
business. , _

ASSEMBLYMAN ADUBATO: Have you ever gone to one of
these retaining places and bid on a car?

MR. BRYANT: No, sir, I haven't.

ASSEMBLYMAN ADUBATO: So you are not familiar at all
with that process? ' '

MR. BRYANT: Not with getting rid of the cars. A lot
of times we have another 1issue as far as the salvaged cars,
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which I did look into quite a bit. There was a rule recently
set that if a car was a total loss and was to have a salvage
title, if the actual estimate didn't exceed the repair value,
the owner of the car, or whoever, could buy it back, and not
have a salvage title -— if the repair estimate did not exceed
the actual cash value. We have a problem getting the computer
companies to allow us to have a proper title.

ASSEMBLYMAN ADUBATO: I'm talking about after a claim
has been paid. I'm saying the person has been made whole now.

MR. BRYANT: Right. I don't know.

ASSEMBLYMAN ADUBATO: It is beyond the 30-day time
frame. The car is no longer owned by that insured, for all
intents and purposes. I don't want to belabor 1it, because
obviously you are not that familiar with this.

MR. BRYANT: No, I'm not.

ASSEMBLYMAN ADUBATO: So, I will leave it for another
day, respectfully. But I do would like to ask you this to
clarify some statements you made: You sald your organization
has 260 shops, or 260 members?

MR. BRYANT: Two-hundred-and-sixty shops. I would
consider one shop one member.

ASSEMBLYMAN ADUBATO: Okay. So in other words, it is
not a question of where you have a shop that is owned by
partners, where there are two people involved. You are not
counting them as two. You are counting them as one.

MR. BRYANT: Exactly. .

_ ASSEMBLYMAN ADUBATO: All right. So you have 260
shops. That 1is quite a few shops to deal with, to get an
analysis of. How do you become an approved shop?

MR. BRYANT: I have never really 1looked into it
myself. My understanding of it is that you have to submit an
agreement form with the company. They take a look at it and
get back to you. I believe you have to do certain things, or
agree to certain arrangements with that company, such as free
towing or different discounts or whatever to the company.
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ASSEMBLYMAN ADUBATO: Different discounts. Isn't it a
fact that an approved shop kicks back 10%--

MR. BRYANT: I wouldn't be—-—

ASSEMBLYMAN ADUBATO: -—to the company, 1in writing,
contractually?

MR. BRYANT: I believe you are correct, but I wouldn't
want to state that absolutely.

ASSEMBLYMAN ADUBATO: I just did; I just did. Are you
familiar with that process where there is a kickback to the
insurance companies for approving a shop?

MR. BRYANT: No, I am not exactly.

ASSEMBLYMAN ADUBATO: You're not familiar with it?

MR. BRYANT: I don't know exactly how much they give
them back or anything. I do know they give them a discount on

parts.

ASSEMBLYMAN ADUBATO: A discount on parts. In other
words, you're saying that-— Again, I don't want to belabor it,
but you have been in the business for 23 years. I am not

trying to put you on the spot. You have 260 body shops, and
you are the CEO of the organization. Are you telling me that
none of your members do voluntary market business, and none of
your members are approved shops? )

MR. BRYANT: Yes, there are some, but there are very
few. I particularly, myself, do not agree with the system they
have. I have never-- '

ASSEMBLYMAN ADUBATO: Again, I don't want to put you

on the--— When you say, "the system they have--" That is what
I am trying to develop here -- the system they have. It has
been brought to my attention through the years-- This is

nothing new. This has been going on the 16 years that I . have
been in the Legislature. I have been told that in order to be
an approved shop by certain companies, you have to kick back
10% of the price of parts. The insured, meanwhile, you know,
ts insured for "X" amount. You have to also agree to certain

i }aéﬁtw%ﬁi?fﬁtc"bemin approved shop.
NE\!I{( JERSEY STATE LIBRARY

APR 20?1 , 79

185 W, STATE ST. PG BOX 520
TRENTON, NJ 08625-C520




MR. BRYANT: I'm sure you do, to the labor costs, as
far as the hourly rate would be concerned.

ASSEMBLYMAN ADUBATO: What I am trying to find out is
how any of this benefits the consumer, by being an approved
shop.

MR. BRYANT: I think one of the biggest things is,
they don't have to wait for an adjuster to come out. In a
normal shop, you would have to wait seven to ten days, or up to
that period of time, to have -an adjuster come out. With these
other shops, you can go there-— The insurance carrier will
tell you that you can go there, and you don't have to wait for
an adjuster. He can start work on your car immediately. Also,
you don't have to wait to get your car back. Once the car is
done, you can take the car, sign a paper, and they will pay him
directly.

ASSEMBLYMAN ADUBATO: Now, the incident you were
talking about where -- 1f I understood you correctly -— the
insured was trying to get her collision coverage to pay the
claim, because they couldn't get anything happening from the
other person-— Is that—-— A

MR. BRYANT: She was trying to get a liability carrier
to cover the claim first. ‘

ASSEMBLYMAN ADUBATO: Not her <carrier, the other
carrier?

MR. BRYANT: Exactly.

ASSEMBLYMAN ADUBATO: But they"wouldn't pay 1it. She
had collision on her car?

MR. BRYANT: Yes.

ASSEMBLYMAN ADUBATO: Well, then, what I don't
understand 1is, why didn't they repair her car wunder the
collision kind, which they normally do, and then subrogate
against the other company? '

MR. BRYANT: I'm sure you are aware of the big
deductibles we have now. The people felt, after looking at an
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accident report and the circumstances of the accident, that she
was very much entitled to be paid from the other carrier, and
also, it didn't have to come out of her money -- out of her
pocket for a rental, for the deductible sum, or anything. She
was led on to believe by the company that this shortly would be
settled.

ASSEMBLYMAN ADUBATO: How long did this take?

MR. BRYANT: Fifty-eight days was the first point
where we got any kind of a liability decision at all.

ASSEMBLYMAN ADUBATO: So the car wasn't repaired under
collision?

MR. BRYANT: They came out and looked at the car after
20 days.

ASSEMBLYMAN ADUBATO: Was the car repaired under a
collision coverage or under the other person's 1liability
coverage?

MR. BRYANT: It was repaired under the estimate
written by the 1liability company. The estimate was then in
turn used by the collision carrier to deem the amount of
repairs, because they didn't have the right to come and look at
the car because it had been assumed that the 1liability carriér
was going to pay the claim.

ASSEMBLYMAN ADUBATO: I'm confused, because that 1is
not the way I think the system works.

ASSEMBLYMAN ZECKER: What happened, Assemblyman
Adubato, was that the individual didn't want to pursue their
own collision coverage, so they waited 58 days for the claimant

carrier. At the 58th day, I think they made a compromise
settlement.

ASSEMBLYMAN ADUBATO: No, but this is my whole point.
Excuse me, Mr. Chairman. This is my whole point. The insured

decided that she did not want to have her collision pay the
claim.
MR. BRYANT: Exactly.
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ASSEMBLYMAN ADUBATO: That was her decision.

MR. BRYANT: Yes.

ASSEMBLYMAN  ADUBATO: So because of that, yau
increased the salvage, because thé car wasn't repaired.

MR. BRYANT: No, the car was repaired.

ASSEMBLYMAN ADUBATO: Wait a minute. Now I am totally
confused. You're saying that the car was repaired?

MR. BRYANT: The car was--

ASSEMBLYMAN ADUBATO: When was the car repaired? You
said 58 days. When was the car repaired?

MR. BRYANT: It took 20 days to come out to look at
the car. After the 20 days, an agreed price came about. When
the adjuster came to see the car, it was put into the shop
about three days after that, repaired, and it took
approximately two weeks to repair it. After that, there was no
payment for the car. At that point, they hadn't made a
liability decision as to whether or not it was their fault.

ASSEMBLYMAN ADUBATO: When did the insured get back
her vehicle -- 58 days?

MR. BRYANT: She still doesn't have her vehicle back,
at this point. )

ASSEMBLYMAN ADUBATO: Who has the vehicle?

MR. BRYANT: 1It's at a place called Stan's Auto Body.

ASSEMBLYMAN ADUBATO: And at Stan's Auto Body, are
they collecting storage?

' MR. BRYANT: No.

ASSEMBLYMAN ADUBATO: Why not?

MR. BRYANT: Because he has it in his own body shop.
When you repailr a car, you are not supposed to collect storage
for it. If you don't do the repairs on it, then you are
entitled to storage.

ASSEMBLYMAN ADUBATO: So the car is laying in the body
shop?

MR. BRYANT: Right.
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ASSEMBLYMAN ADUBATO: Repaired?
MK. BRYANT: Correct.
ASSEMBLYMAN ADUBATO: The 1insured does not have the

car?

MR. BRYANT: Correct.

ASSEMBLYMAN ADUBATO: The claim hasn't been paid?

MR. BRYANT: It is in the process.

ASSEMBLYMAN ADUBATO: Who paid the body shop to repair
the car?

MR. BRYANT: Nobody. It's still sitting there, Mr.
Adubato. When it gets picked up, it will get paid for. The
person's collision carrier is now in the process of paying the
claim -- mailing the check to the person who owns the car.
Once they receive the check, they can take the car.

ASSEMBLYMAN ADUBATO: Why didn't they pay it when it
was repaired?

MR. BRYANT: Because they were still--

ASSEMBLYMAN ADUBATO: If she decided to go 1into
collision--

MR. BRYANT: Once she decided to, the «collision
carrier at that point said, "We have to have a denial claim
from Warner 1in order to pay the claim. We have to see
something where they say they are denying it." I have it all
written out.

ASSEMBLYMAN ADUBATO: I would appreciate -- not now,
because I have taken too much time of the Committee, and I
thank the Chairman for his-patience—— But the important thing
here 1s not Jjust the body shop, which 1is important. The
important thing here 1is that a person bought insurance, was
driving legally, had an accident that obviously was not her
fault--

MR. BRYANT: Correct.

ASSEMBLYMAN ADUBATO: -—and she still doesn't have her
car. That is the only thing that is important.
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MR. BRYANT: I understand that.

ASSEMBLYMAN ALCUBATO: Now, I would appreciate it very
much if you would give this Committee the data you have.

MR. BRYANT: I have it in my briefcase.

ASSEMBLYMAN ADUBATO: Well, I would 1like to have a
copy of everything you have, 1including the people you are
dealing with at the companies. Okay? Has this file been
turned over to the Insurance Department?

MR. BRYANT: No, it hasn't.

ASSEMBLYMAN ADUBATO: Why not?

MR. BRYANT: We kept getting promises. It is just in
the process right now, even at this point. We kept getting
promises from the company that something was going to be done,
or that they would look into it. I have it all written up in
my briefcase. I will give you a copy of it.

ASSEMBLYMAN ADUBATO: Well, Mr. Chairman, you know,
you have been saying right along, and I concur, that the
Insurance Department has to be made aware of these things. 1In
spite of the fact that citizens don't have that much confidence
in the Insurance Department -- and I can understand that --
nevertheless, that is what they get paid to do. Unless you put
it on the record, you see, they cop a plea.

You know, I go through this at least three times a
week_, and it 1is not just with the computer companies. I am
talking about voluntary market companies. People don't want to
deal with the Insurance Department because they get back a form
letter, and nothing happens.

MR. BRYANT: The final decision that was made not to
pay this person was only made on Friday. That 1is why no
complaint form went in on it yet. I will personally send a
complaint form in.

ASSEMBLYMAN CHARLES: One question.

ASSEMBLYMAN ZECKER: Mr. Charles.
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ASSEMBLYMAN CHARLES: You talked about delays 1in
getting 1inspections for cars which have been damaged. You
talked about delays 1in payments after some agreement has been
reached about the damage done to the cars. Have your members
experienced any problems with these companies actually arriving
at a settlement of a claim?

MR. BRYANT: Yes, we have experienced—-

ASSEMBLYMAN CHARLES: I mean, unusual, remarkable
problems, as opposed to problems 1in the normal course of
business that you had with the companies in the voluntary
market.

MR. BRYANT: We are not having‘ a great deal of
difficulty getting claims settled as far as the amount of the
claim, other than shops being unhappy with their labor rate.
Other than that, normally shops can get an agreement without
too much of a problem.

ASSEMBLYMAN CHARLES: .The agreements are comparable to
the agreements you reached under other systems, except for the
labor rate you are talking about?

MR. BRYANT: Basically, it 1is a 1lot of the same
people. A lot of these independents who are coming out now did
work for other companies before, too.

ASSEMBLYMAN CHARLES: And the labor rate problem is
one where, what, you have to accept less for the labor?

MR. BRYANT: Yes.

ASSEMBLYMAN CHARLES: They are asking you to accept
less for the labor?

MR. BRYANT: They are asking us to accept what they
call the ‘"prevailing rate." The body shops feel more is
needed, but that is the prevailing rate. We are told a lot of
times, "If you won't do it for this, there are shops down the
street, or there are direct repair shops that will do the job
for this amount. If you won't do it, we will take it to them."
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ASSEMBLYMAN CHARLES: But is that unique to the
computer companies, or 1s that Jjust something that is
happening—--

MR. BRYANT: That's in general.

ASSEMBLYMAN CHARLES: Just in general?

MR. BRYANT: Yes.

ASSEMBLYMAN CHARLES: Okay. No other questions.

ASSEMBLYMAN ZECKER: Thank you, Mr. Charles. Thank
you, Mr. Bryant.

Next I will call upon Mr. Armando Castellini, CHIS
Insurance Consulting. (Mr. Castellini not present) Next I
will call upon Daniel Corsaro, CSC'producer. Mr. Corsaro, you
are joined by whom?

DANTIETL C OR S A R O: Mr. John Duddy, also a CSC
producer.

ASSEMBLYMAN ZECKER: Let me write that down -- Mr.
John—- )

MR. CORSARO: D-U-D-D-Y.

ASSEMBLYMAN ZECKER: Thank you. .

MR. CORSARO: Mr. Chairman, everything that I would
have to discuss has been brought up, but I would like to take a
minute to comment, most importantly, on Commissiconer Merin's
comments about the servicing carriers. I find it impossible to
believe that the complaints are at the level that he says.
Now, one of the reasons, and I think you gentlemen have alluded
to it-- I think both the public and the producers have not
availed themselves of the Commissioner's office because of the
lack of response. There was a point in the Commissioner's
office where people would call in. I am talking about the
general public. They were told, "Your producer is being paid a
commission to handle your problems." That is a fact.

So, when Commissioner Merin gets up here and says,
"Our complaints are down," why call? I think this is a case
where the Commissioner has brought forth the ugly duckling and
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is now trying to defend it. When he sat here, I think I saw
the people in the audience who are producers reacting the same
way that I have.

You asked previously if any of the servicing carriers
-— the computer servicing carriers -- have accomplished
something. There may be a feeling by some of the general
public that they have. If I may comment, I know of a lot of
people in the insurance business, who have been in the business
for years, retiring out of frustration. So maybe they did
accomplish something, and we are going to weed out some
people. But other than that, I don't see any positive effect
from the servicing carriers. They were ill-prepared to handle
this. I have seen people there in the management staff who
have honestly made an effort to correct the situation, but they
had no 1idea what they were getting into. They were
ill-prepared. Their service reps are ill-prepared. They give
you stupid, innocuous answers. The frustration level, by
everyone out there, is just acute.

That is about all I wanted to say, because anything
else I would bring up would be-- Oh, I'm sorry, one other
thing: We got into the thing about the insurance experience.
You hired computer companies, or contracts were signed with
computer companies. You would think that the computer
companies could process paper, and that has been one of our
biggest problems. So, let's knock out the insurance expertise

things, simple things like names on policies. My policy read
"John and Mary Doe." They have two cars. One 1is in John's
name; one 1is in Mary's name. I can't, to this day, get it out
saying, "John and Mary Doe." It says, "John Doe." Mary goes
away. I cannot understand for the life of me why a computer
company -- whose field of &expertise 1is handling paper
processing -- can't do that. It seems impossible to me.
ASSEMBLYMAN  ZECKER: Mr. Corsaro, how many JUA

policies does your agency service?
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MR. CORSARO:

ASSEMBLYMAN
percentage of

markets the companies could get
You know what I mean.

an error.

a clerical error—
ASSEMBLYMAN

said, "errors."

MR. CORSARO:

ASSEMBLYMAN
mistake.

MR. CORSARO:

ASSEMBLYMAN

MR. CORSARO:

ASSEMBLYMAN
correct?

MR. CORSARO:

ASSEMBLYMAN
computer companies,
experiencing

open files?

MR. CORSARO:

ASSEMBLYMAN

MR. CORSARO:

ASSEMBLYMAN
this business prior

error,

in your

I am approximately 1500.
ZECKER: Fifteen hundred. What
which when you were dealing

is your
in prior
into a lot of trouble with?

Not just a simple clerical error; I mean

Approximate percentage?
MR. CORSARO:

I understand what you mean. I would say

ZECKER: I didn't say "clerical error." I
Oh, I'm sorry. Errors of any kind?
ZECKER: Well, generally not just a simple

Paper processing?

ZECKER: Yes.
Less than 1%, I would say.
ZECKER: That's through your office,
Yes. :

ZECKER: Now, once it gets over to the
what kind of error rate are you
1500, either by percentage or constant

At least 20%,
ZECKER: Three hundred files,

Three hundred files.
ZECKER:
to this new system coming on-line?

and that is being kind.
correct?
Now,

how long had you been in

How

long have you been an ageqt?

MR. CORSARO:

ASSEMBLYMAN

seen this high an error

companies before?

Twenty-six years.

ZECKER: Twenty-six years. Have you ever

ratio when dealing with any other
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MR. CORSARO: I don't have fond memcries of the
assigned risk, so-— Incidentally, I am a firm advocate of the
JUA, or something of that method, because I feel that the
accountability is there. When you were dealing with all of the
companies in the industry, it seemed you had a back corner
operation handling the assigned risk. So, I must admit I
experienced a frustration 1level in dealing with some of the
companies through the assigned risk in past years.

ASSEMBLYMAN ZECKER: Now, out of the approximate 20%
or 300 files, how many have you reported to the Department of
Insurance?

MR. CORSARO: I tried early in the——

ASSEMBLYMAN ZECKER: The question is simple: How many?

MR. CORSARO: Okay, okay. Two.

ASSEMBLYMAN ZECKER: Two, out of 300.

MR. CORSARO: That is correct.

ASSEMBLYMAN ZECKER: Okay. Can you see where maybe
Mr. Merin may feel that, "Gee, things are not bad out there"?

MR. CORSARO: I take responsibility, but--

ASSEMBLYMAN ZECKER: I just wanted ‘to bring that to
your attention, because I get a lot of complaints. I, as a
legislator, when I took over this Committee chairmanship in
January, subjected myself to this type of exposure. 8o I don't
complain about 1it. But I have hundreds and hundreds of
complaints, and I started dealing with the companies. Now I
have just sent them all down to the Department of Insurance.
So you have only sent down two out of 300 that could have been
sent down to the Department of Insurance. You honestly could
have sent these down--

MR. CORSARO: Yes, I could have. '

ASSEMBLYMAN ZECKER: -—-as legitimate Department of
Insurance complaints.

MR. CORSARO: Not quite, because many of them are—-—

ASSEMBLYMAN ZECKER: Fifty percent of the 300?
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MR. CORSARO: Yes.

ASSEMBLYMAN ZECKER: Twenty percent of the 3007

MR. CORSARO: I would say approximately one-third of
the 300 would be legitimate.

ASSEMBLYMAN ZECKER: I don't mean to criticize you,
but do you understand what the real problem is; that maybe --
just maybe -- the Department of Insurance does not understand
how immense this problem is?

MR. CORSARO: I find that hard to believe. I find
that hard to believe, I really do.

ASSEMBLYMAN ZECKER: Well, the Department of Insurance
comes out with statistics that show that what you're saying is
not correct.

MR. CORSARO: But 1if the public calls and 1is told,
"Your producer is paid a commission to rectify the
' At that point, wouldn't it seem——

ASSEMBLYMAN ZECKER: Why should an insured call
Trenton and go for $2 or $3 in phone calls just to stay on hold
to get to talk to someone, when they could talk to their
agent? They would rather complain to you. Don't think a lot
of your insureds are calling up Trenton. They may be calling
up legislators. They may be calling up their local councilman
or mayor who refers it to legislators. But generally, the guy
on the street——

situation—-'

MR. CORSARO: Well, I happen to have a case, because
it got to be ridiculous.

ASSEMBLYMAN ZECKER: You understand what I'm saying.
Generally the public does not pick up the phone and spend $15
to $20, you know, to stay on hold for a half an hour to try to
talk to someone in the Department of Insurance. Would you not
agree with that out of your 1500 accounts? '

MR. CORSARO: Correct, but I would also like to add
this: I have tried to get the ocean to stop crashing on the
beach, but it doesn't stop. I don't feel that the

90



Commissioner's office has tried to address the situation. I
think the Commissioner's office 1is trying to give the
impression that this is working.

ASSEMBLYMAN ZECKER: So you're saying that out of
frustration you don't even complain to the Department of
Insurance?

MR. CORSARO: That is correct.

ASSEMBLYMAN ZECKER: Because you know that as an
agent, the buck stops with you, and you are better off trying
to deal with the problem yourself?

MR. CORSARO: Correct.

ASSEMBLYMAN ZECKER: OKkay. Sir? Do you just agree
with everything he says? ’

JOHN DUDDY: Yes.

ASSEMBLYMAN ZECKER: Okay. Do any members of the
Committee have any questions of the witnesses, or witness?
Assemblyman Adubato?

ASSEMBLYMAN ADUBATO: What company are you really
writing for?

MR. CORSARO: Allstate.

ASSEMBLYMAN ADUBATO: _ Do you consider yourself an
independent agent?

MR. CORSARO: No. I have a contract that says I am
not.

ASSEMBLYMAN ADUBATO: That's right. Some people with
State Farm don't think they signed a contract, you Know. So,
you are a captive agent? .

MR. CORSARO: Yes, I am.

ASSEMBLYMAN ADUBATO: I want to share something with
you: When people call the Department of Insurance -- and I am
going back, not just to January, it really took off in '86 and
‘87— When people <called the Department of Insuraﬁce to
complain -- and, of course, 1in '89, it really went out the
window—-— I want you to understand scmething: They not only

91



said, “"Call the producer," they gave my name. ©Oh, yeah. The
Department of Insurance, on the phone, told people to call me.
They said, "He 1is the author of the bill. Go complain to
him." True story, and I've got it documented.

In fact, their PR person told people to do that.
Their media guys told people to do that. And, of course, I
must thank them, because I made some great contacts, and people
got accurate information for the first time. So I am not angry
about that. I respect that. I appreciate the opportunity I
have had because of the Department's kindness in having people
call me.

So I understand exactly what you're saying, and I
understand that the Department of Insurance wants people =to
give an impression out there -—- or wants people to have the
impression that everything 1is Jjust fine and dandy, and
everything 1is coming home good, you know, that things are
getting better. That is because so far this administration has
managed to squeeze out of 1its term with its neck still on its
shoulders. They have been very lucky, very 1lucky, that they
are leaving office, not only with a computer glitch with
computer companies, you see, but they are leaving here with a
situation where they say there is a $3.2 billion deficit now in
the JUA. People are being charged the RMECs. They are talking
about depopulation as if they are doing something, you see? It
is a lot bigger than just the computer companies.

While I did not support that 1legislation for many
reasons, one of the reasons was -— and you have to understand
this -- that §-2790 put a cap. And the reason why Commissioner
Merin testified that S-2790 was good, was because it would
bring competition in the residual market by having the
insurance companies and the computer companies compete. That
was his testimony with S-2790. Then, of course, he changed
that with 8-2637, and allowed the computer companies to do
everything, because Hanover, of course, always used the
computer company from day one.
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Let's get something on the record here. Hanover
Insurance Company--

ASSEMBLYMAN ZECKER: Excuse me, Mr. Adubato. I was
just wondering what the question of the witness is.

ASSEMBLYMAN ADUBATO: It's not a question. It's a
statement, like yours.

ASSEMBLYMAN ZECKER: Well, I am the Chairman. I can
io things like that, but I am going to ask--

ASSEMBLYMAN ADUBATO: Oh, you're right. I
respectfully will keep quiet. You're right.

ASSEMBLYMAN ZECKER: No, no, if you have a question of
the—-

ASSEMBLYMAN ADUBATO: I thought that we could make
statements, too.

ASSEMBLYMAN ZECKER: I said I would allow statements.
We are going to be here for more than one day. At the
conclusion, you know, I will allow statements.

ASSEMBLYMAN ADUBATO: Well, you are. I am not coming
back because I don't 1like the way you are treating us. But
that is beside the point.

ASSEMBLYMAN ZECKER: Question of the witness, Mr.
Adubato, because there are other people we would like to bring
up today.

ASSEMBLYMAN ADUBATO: The point 1s that Mr. Zecker
supported those bills, and so did every Republican in the
Assembly. Now they are trying to 1leave here giving the
impression that they are doing something. They are not doing
anything. They are responsible.

ASSEMBLYMAN ZECKER: All of the bills, Mr. Adubato? I
supported all of the bills?

ASSEMBLYMAN ADUBATO: I said the Republicans supported
all of the bills. '

ASSEMBLYMAN ZECKER: No, you said "Mr. Zecker."
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ASSEMBLYMAN ADUBATO: Forty-one Republicans voted Zfocr
those three bills -- period.

ASSEMBLYMAN ZECKER: Not all of the Republicans, right?

ASSEMBLYMAN ADUBATO: I don't know. Help me. What
are you talking about?

ASSEMBLYMAN ZECKER: I think you know what I am
talking about.

ASSEMBLYMAN ADUBATO: No, I don't, help me.

ASSEMBLYMAN ZECKER: Yes, you do know.

ASSEMBLYMAN ADUBATO: On the record, what are you
talking about?

ASSEMBLYMAN ZECKER: Mr. Adubato, you do know--

ASSEMBLYMAN ADUBATO: Forty-one Republicans voted for
this sham, and now they are trying to run out of here making
you think that somebody else did their dirty work. That is why
we are even having these hearings.

ASSEMBLYMAN ZECKER: Mr. Adubato, you are out of
order, and you know it.

ASSEMBLYMAN ADUBATO: On the record.

ASSEMBLYMAN ZECKER: You know you are out of order on
that. '

Any questions of the witness? Mr. Kamin?

ASSEMBLYMAN KAMIN: Mr. Chairman, yes, thanks. I
apologize for not being here in the room to hear all of your
testimony, but I want to ask what your experience has been with
proper billing of renewal dates, especially when it must be
phased in? My understanding 1is that, especially with CSC,
there have been some major problems with the billing just not
even getting out on a timely basis.

MR. CORSARO: That is correct. Basically, they have -
adopted their own billing method because of billing problems.
In other words, there is a six-month period to pay in full, 34%
down in the RMEC, 22%, 22%, 22%, two months apart. But because
of the glitch -- as the word is, and yes, I was told that word,
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the bills were coming out late. Also there is a problem even
with the billing--

ASSEMBLYMAN KAMIN: Would you describe "late"?

MR. CORSARO: Late?

ASSEMBLYMAN KAMIN: What does late mean -- a month
late, two months?

MR. CORSARO: Four months.

ASSEMBLYMAN KAMIN: Four months late.

MR. CORSARO: In other words, the first bill will be
received four months after the inception of the policy.

ASSEMBLYMAN KAMIN: Right.

MR. CORSARO: And the payment fees-— You get these
bills that will say, "The amount-—-" Let's say at the last
payment, so this is your balance, it will say amount to pay in
full is one amount, and the amount due is another amount. The
amount due 1is higher than the amount to pay in full, because
there is a problem in putting the payment fee in. So if the
person pays the amount to pay in full-- Normally, in my
experience in the business, you call me up and I'll say, "Pay
the amount to pay in full," and you are paid in full. Then
they subsequently get a bill for the payment fee, because it is
due. I mean, you have to sit there and explain to the person,
"You do owe the money. They forgot to bill you the payment
fee." So this is the kind of added repetition that has added
to the frustration level that is out there.

ASSEMBLYMAN KAMIN: Tied in with that, what has been
your experience with the cancellation notices for nonpayment?

MR. CORSARO: They are not coming within the
prescribed period of time. There is supposed to be a 10-day
notice. They are not coming. I have actually gotten, and
held-- Now, this 1is not current; I must admit "this 1is not

current, but it is indicative of the whole situation. Early in
the year, there were times when I would get a cancellaticn
notice on an individual. The postmark was after the
cancellation date.
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ASSEMBLYMAN ADUBATO: You bet your life.

MR. CORSARO: CSC has another problem. We brought it
to their attention. There is a thing when you call down to
find out if someone 1s in force where we have to ask them—-
We'll ask the person if payment was received, and they'll say,
"No." Then you say, "Would you check the cash ledger?" and the
money 1s there. Then you are told, "All right, this will be
transferred over and the person will be reinstated." But when
you are talking about E&Ls, the insuring public, the vehicle,
the lien holders, lessors, everything else involved, it is not
an enviable position to be in, that I am sitting here shooting
a crap game in the insurance business. And that is the way I
feel I am now.

ASSEMBLYMAN KAMIN: Is it safe to say, Mr. Chairman,
that there is a substantial number of folks who have been out
there who are benefiting from this computer glitch, 1if vyou
will, and who are driving for free?

MR. CORSARO: I would venture to say that is true.

ASSEMBLYMAN KAMIN: And then when finally the billing
process does catch up with them it becomes a problem: "I am
not going to pay that money," they take a walk and QO with
another company.

MR. CORSARO: That is correct.

ASSEMBLYMAN KAMIN: And all of that cost becomes a
cost to the system and to the JUA and to everything else. Mr.
Merin needs to hear that message loud and clear. The system is
broken, and he certainly didn't fix it with this.

ASSEMBLYMAN ZECKER: Thank you very much.

MR. CORSARO: Thank you.

ASSEMBLYMAN ZECKER: Next I will call upon Mr. Joe
Kievit and Mr. Wayne Lettiere, Prudential Insurance Company.
(no response) Not here. Next I will call upon Mr. Larry
Spangler, of EDS.
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LARRY C. S PANGLER: Mr. Chairman, I have with me
this morning Mark Mayo of our corporation.

ASSEMBLYMAN ZECKER: Mark?

MR. SPANGLER: Mayo, M-A-Y-O. I have prepared a
written—-— .

ASSEMBLYMAN ADUBATO: Excuse me, Mr. Chairman?

ASSEMBLYMAN ZECKER: Yes?

ASSEMBLYMAN ADUBATO: Who is the gentleman speaking?

ASSEMBLYMAN ZECKER: This is Larry C. Spangler of EDS,
and Mr. Mark Mayo, number four on the list. We have testimony
that has been submitted.

ASSEMBLYMAN ADUBATO: Do we have copies, sir?

ASSEMBLYMAN ZECKER: I would hope so.

ASSEMBLYMAN ADUBATO: We haven't had copies of several
things this morning. We have been getting the