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PROPOSED AMENDMENTS TO NEW JERSEY AUTOMOBILE INSURANCE PLAN

Matter Underscored - New
Matter in Brackets - Deleted

SECTION 1 - PURPOSES OF PLAN - No Change.

SECTION 2 - EFFECTIVE DATE - No Change.

SECTION 3 - RESIDENTS AND NON-RESIDENTS - No Change.
SECTION 4 - ADMINISTRATION -

The Plan shall be administered by a Governing Committee and a Manager. The Governing Committee

(hereinafter referred to as ''the Committee'") shall consist of five Plan subscriber companies,

one from each of the following classes of companies:

Insurance Services Office

Mutual Insurance Rating Bureau

National Association of Independent Insurers
All other stock insurance companies

All other non-stock insurance companies

The Commissioner of Insurance shall be an ex officio member of the Committee. One representative

of producers shall be an advisory member.

Each company serving on the Committee shall be represented by a salaried employee of the
company. Not more than one company in a group under the same management shall serve on the

Committee at the same time. The Commissioner may be represented by his designee. The producer

representative shall be an authorized New Jersey Agent or Broker and shall be designated by the

Commissioner for a period of one year and his term of office shall be concurrent with that of

"the other members of the Committee.

Annually on a date fixed by the Committee, each respective group of companies heretofore
described shall elect its representative to the Committee to serve for a period of one year or
until a successor is elected. Twenty days notice of such meeting shall be given in writing

to all companies which are subscribers to the Plan. A majority of such companies shall constitut
a quorum and voting by proxy shall be permitted. The notice of each annual meeting shall be

accompanied by an agenda for such meeting.
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SECTION 5. DUTIES OF GOVERNING COMMITTEE

The Committee shall meet as often as may be required to perform the general duties of
administration of the Plan. Three conipany members of the Committee shall eomstitute a quorum.

All decisions by the Committee shall be by majority vote of its company members. In case of a

tie, the Commissioner or his designee shall have the decisive vote.

The Committee shall be empowered to appoint a Manager, budget expenses, levy assessments,

disburse funds and perform all duties essential to the proper administration of the Plan. The
adoption of or substantive changes in pension plans or employee benefit programs shall be

subject to approval of companies which are plan subscribers.

Ahnually the Manager shall prepare an operating budget in the prescribed manner for submission

to the Committee. Such budget shall be approved by the Committee and furnished to the companies
which are plan subscribers on request. Any expenditure in excess of or not included in the annual
budget, shall be approved by the Committee. The Committee shall furnish to all companies which
are subscribers to the Plan and the Commissioner, a written report of operations annually in

such form and detail as the Committee may determine. Upon request, the Manage shall furnish

such additional information as the Commissioner may from time to time require.

SECTION 6. DISTRIBUTION AND ASSIGNMENT OF APPLICANTS

Amend paragraph (3) of Sub-Section I.A by deleting the last five words "and reported to the Plan."
Amend paragraph (a) (3) of Sub-Section I.A as follows:
(3) Motor Vehicles of Truckmen operating beyond a radius of [150] 100 miles from the limits
of the city or town of principal garaging.
Delete paragraph C in its entirety from Sub-Section I and insert same as a new paragraph A
in Sub-Section III amended as follows:
IiI. Bodily Injury, Property Damage, Medical Payments and Physical Damage Coverages.
A-There shall be added to each company's respective proportion of "private passenger non-fleet

Automobile Insurance Plan premiums'" and/or '"Physical Damage Automobile Insurance Plan Premiums''

an amount equal to the applicable premium for a private passenger non-fleet risk that newly
obtains automobile [bodily injury and property damage liability] insurance through the Automobile
Insurance Plan, if such risk was insured with that company for any period Juring the 90 days

preceding the application to the Plan, or at the time of application to the Plan still is insured
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SECTION 6. DISTRIBUTION AND ASSIGNMENT OF APPLICANT (CONT'D)

with that company for such coverage [ through the voluntawy market] and such risk has been
refused renewal by or has received from the company notice of intent not to renew like
coverage by the same company [at rates produced by the company's rating system applicable

to standard risks provided:] with the same policy form provisions, rules, rates and

classifications of the Manual under which the expiring policy was written except for revisions

thereof approved by the Commissioner and at the same terms as applicable to the existing

policy provided:

(a) [There has been no change in ownership of the automobile or applicable
. classification except a change in classification by reason of attained
age of the insured since insurance was last in force, and ]

There has been no change in the risk's characteristics which result in a change

in classification requiring the application of higher rates than would apply

if this change had not occurred, and

(b) The applicant owner or anyone who usually operates the automobile is not subject
to additional charges under Section 16 of this Plan except for the additional
charge provided under Scction 16 [G.] F 7, and

———

(v, With respect tc physical damage coverages only, during the 36 months immediately

preceding the date of application, the applicant owner or anyone who usually

operates the automobile has not been involved in 3 or more occurrences, per

vehicle, resulting in an aggregrate loss, under the comprehensive coverage,

of $100 or more, excluding loss adjustment expenses.

-

Ar offer to renew only part of the coverages provided in an expiring policy shall be deemed

reivsal to renew with respect to the coverages not included in the offer.

T “"Applicable Premium'" shall be the premium charged in accordance with Section 16 of the Plan
fov [Bodily Injury, and Property Damage Liability] the coverages [at the] and limits requested

b§ the applicant [not exceeding the] or the coverages and limits last provided [under the Plan]

by the non-renewing carrier, whichever is lower. [If the applicant had Medical Payment insurancc

coverage and applies for such coverage through the Plan, such Medical Payments insurance premium

shall be added to the "Applicable Premium' at the limits applied for and not exceeding the limit
o 83,0007,

o 4 et rweluve manthe nreceding application
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SECTION 6. DISTRIBUTION AND ASSIGNMENT OF APPLICANTS (CONT'D)

to the Plan, the "Applicable Premium" shall be added to the respective proportion of "private

passenger non-fleet Automobile Insurance Plan premium" and/or '"physical damage Automobile

Insurance Plan Premium'" of the company that last refused renewal of coverage during the twelve-

month period,
Re-letter the present paragraph A as paragraph B. Amend as follows:

B - All of the data necessary to comply with the foregoing distribution procedure
[, except "Private Passenger non-fleet Automobile Insurance Plan Premiums," "Physical Damage
éutomobile Insurance Plan Premiums', '"Motorcycle Automobile Insurance Plan Premiums" and the
"Applicable Premiums' as defined in Section 6, I, C] shall be reported to the [Plan]

Automobile Insurance Plans Service Office by each company subscribing to this Plan or by the

Statistical agencies designated by [the] such companies and each company agrees to permit its

statistical agent to release such data to the [Plan] Automobile Insurance Plans Service Office

and agrees that its statistical agent shall be permitted to furnish the [Plan] Automobile

Insurance Plans Service Office with statements of its Insurance Plan experience,

The "Applicable Premium'" as defined in {Section 6, I, C] paragraph A of this Sub-Section shall

be determined by the Plan for each company at least every 90 calendar days and each company's
respective proportion of 'private passenger non-fleet Automobile Insurance Plan premiums" and/or

"Physical Damage Automobile Insurance Plan Premiums' shall be increased in accordance with

[Section 6, I, C] paragraph A of this Sub-Section promptly upon such determination.

Prior to determining the ''Applicable Premium" for the purpose of this increase the Plan shall

-

send a copy of the application form to the last prior carrier with a request for verification ov
correction of any item of the application form bearing on the classification of the risk includin

the applicability of surcharges under Section 16 of the Plan and of Physical Damage losses, other

than Collision, which have application to condition (c) of paragraph A of this Sub-Section,

This notification shall specify that the carrier's 'Private Passenger non-fleet Automobile

Insurance Plan Premium' and/or "Physical Damage Automobile Insurance Plan Premium' will be

increased by the "Applicable Premium'" unless a reply is received within 30 days of mailing and
such reply indicates that conditionms (a) [and] (b) and (c) [Section 6, I, C] of paragraph A

of this Sub-Section do not apply for the risk.
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SECTION 6. DISTRIBUTION AND ASSIGNMENT OF APPLICANTS (CONT'D)

Upon receipt of verification or correction, or upon expiration of the thirty day period,

whichever occurs first, the Plan shall:

1. Notify the carrier to whom the risk was assigned of any correction or advise the
carrier that no correction is required.

2. Make the appropriate record in order to comply with [Section 6, I, C] paragraph A of this

Sub-Section.

&he[Plan] Autcmobile Insurance Plans Service Office shall adjust the current estimated assignment

quota of each company [annually] monthly to reflect the amount of Insurance Plan Premiums
which was less than or in excess of its proportionate share of the total Insurance Plan

premium [ for such year]. The Automobile Insurance Plans Service Office shall monthly

notify the Plan of each company's quota adjustmen:.

The remainder of Section 6 remains unchanged.
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SECTION 7 - COST OF ADMINISTRATION - No Change

SECTION 8 ~ CONVICTIONS ~ No Change

SECTION 9 - ELIGIBILITY

Amend paragraph (b) of sub-section B as follows:

(b) If the applicant's [automobile] vehicle for automobile physical damage

coverage is the type as defined in paragraphs B, C, or D of Rule 1 of the

Physical Damage Supplement I and has an Actual Cash Value in excess of

$10,000.

SECTION 10 ~ EXTENT OF COVERAGE

Amend paragraph II of sub-section A as follows:
II. Risks subject to Supplement II (Liability)
Risks subject to Supplement Il as defined in Section 16 shall be
written by the assigned company for such limits for bodily injury
and property damage liability as requested by the insured not to
exceed the limits [last carried by the risk if such risk is or was
immediately preceding the application to the Plan insured through
the voluntary market, or the limits] of $100,000/$300,000 for
bodily injury and $100,000 for property damage [whichever is lower ].
Risks written through the Plan which upon renewal [newly]| qualify for
coverage under Supplement IT (Liability) shall be written by the assigned
carrier at the limits requested by the insured subject to maximum limits
of $100,000/$300,000 for bodily injury and $100,000 for property damage
liability.
Amend paragraph 1 of sub=-section D as follows:
1. The company shall be required to write a policy or binder for Comprehensive,
(Fire, Theft, and Combined Additional Coverage on motorcycles) and Collision
coverage on an Actual Cash Value Basis subject to $100.00 deductible applicable

to each loss as to each automobile [.] except as follows:
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SECTION 10 - EXTENT OF COVERAGE (CONT'D)

The private passenger automobile, as defined in Rule 1, A of the Physical Damage Supplement T,

is rated above symbol 7 as per the Symbol and Identification Section. 1In these cases, all

coverages are to be written on an Actual Cash Value basis subject to a maximum loss payable

of $10,000 and to a $250 deductible applicable to each aitomobile for each loss arising

out of each occurrence.

SECTION 11 - APPLICATION FOR ASSIGNMENT -~ No Substantive Change.

Amend references to Section 6, I, C in sub-section A and C to read "Section 6, III, A'".

" SECTION 12- DESIGNATION OF COMPANY

Amend the first sentence of A and B as follows:

Upon receipt of the application for insurance properly completed and the deposit specified

in Section 11 A of 11 C and if the application form shows that the applicant is eligible for
coverage, the Plan shall designate a company to which the applicant shall be assigned and
shall so advise the applicant and producer of record and shall state in such notice the date
when the coverage shall become effective, which date shall be 12:01 A.M. on the day following

the date of [assignment to the designated insurer.] mailing of the application to the Plan

office as shown by the postmark on the transmittal envelope. 1If the postmark is not legible,

or is a metered mail postmark, the coverage will be effective at 12:01 A.M., on the day

following receipt of the application by the Plan office. For the purposes of this section,

the postmark date which is to be recognized by the Plan shall be the postmark of the United

States Postal Service,

SECTION 13 -~ THREE YEAR ASSIGNMENT PERIOD - No Change.

" SECTION 14 - COMPANY'S NOTICE TO APPLICANT

Delete the last paragraph of sub-section D in its entirety,

SECTION 14A - INSTALLMENT PAYMENT PLAN - No Change.

SECTION 15 - COMPANY'S NOTICE TO PLAN

Delete this section in its entirety.
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SECTTON 16 = KATHS

[1] A. [All] Risks [as] defined in the Liability and Physical Damage Rules and Rates Supplements
[placed through the Plan] shall be subject to the rules, rates, surcharges, minimum premiums

and classifications [filed on behalf of] approved for all companies subscribing to this

Plan as filed on their behalf by the Automobile Insurance Plans Service Office.

Delete sub paragraphs A and B of sub-scction 1 in their entirety and replace with the
following:

1) T-abjitity Supplement I and Physical Damage Supplement I rules and rates apply to risks

ihat do not qualify for Supplement 1T,

2) Supplement IJ rules and rates apply to the following types of risks:

{as . 1e risk was 1insured within the 90 days preceding application to the Plan or at
the time of application to the Plan still is insured with & company authorized to
write Automobile Insurance in New Jersey, and
such risk has been refused renewal or has received from the company mnotice of
intent not to renew like coverage by the same company with the same policy iorn
provisions, rules, rates nd classifications of the manual under which the
expiring policy was written, except for revisions thercecof approved by the Commissioner,
and at the same terms as applicable to the existing policy, provided,

there has been no change in the risk’'s characteristics which result in a
change in classification requiring the application of higher rates than

would apply if this change had not occurred, and

the applicant owne: o anyone wno usually operates the automobile has beo2n
free of a:zcidents and/or moving traffic violations that would have made l.im
subject to additional charges provided for in this Section, and has not been
convicted of two or more moving traffic violations not specified in Paragraphs
Fl-4 of this Section or of a high misdemeanor or felony involving the use

of an automobile within the 36 months preceding the date of application or in
the case of a renewal policy during the thirty-six months preceding_ the

effective date of the renewal policy.

N.J.=-9/71
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SECTION 16 - RATES (CONT'D)

Note:

A person insured under the consent to higher rate provision of the New Jersey

Note:

statute (N.J. 17:29A - 7.1) shall qualify for Supplement II rates if he submits

in lieu of a non-renewal notice an offer from the carrier to renew coverage at

rates higher than manual or a request to complete a form consenting to such higher

rates, provided he meets all other requirements for such qualification.

(b) The risk is currently insured by assigmment through the Plan at Supplement I

rates, or at the rates in effect prior to June 1, 1971 in the Liability and Physical

Damage Supplements if the current coverage had an effective date within 12 months

preceding June 1, 1971, and such risk has been frece of accidents and/or moving

traffic violations that would have made it subject to additional charges provided

for in this Section and has not been convicted of two or more traffic violations

not specified in Paragraphs Fl-4 of this Section or high misdemeanor or felony

involving the use of an automobile within the thirty-six months preceding the

effective date of the renewal policy.

(c) A risk which previously qualified for Supplement TI, or a risk which would

have qualified under paragraph (b) above at renewal but which failed to renew

its prior coverage, shall remain eligible for Supplement IT on subsequent

applications if such risk reapplies within 60 days of the effective date of

cancellation or termination, provided such risk has been free of accidents and/or

moving traffic violations that would have made it subject to additional charges

provided for in this Section and has not been convicted of two or more traffic

violations not specified in Paragraphs Fl-4 of this Section or a high misdemeanor

or felony involving the use of an automobile within the thirty-six months preceding

the date of the new application., Such reapplication shall be assigned to the previous

carrier,

The date of conviction shall be determinimg in establishing the 36 months experience

period of paragraphs a, b and c above.

Sub-Section 2 through 8 are to be lettered B through H.

All paragraphs of this section will be accordingly re-numbered and all references within this

section to other paragraphs of this section will be likewise amended.
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Amend Paragraphs 5 and 6 of Sub-Section F.
5. TWO POINTS shall be assigued for each accident involving the applicant,
or any operator of the automobile resident in the same househsld, while
operating any privaire passenger type automobile or motorcycle resulting in
Bodily Injury or Death, or resulting in damage to any property, including his

own, o’ $100 or more, excluding any loss adjustment expenses.

6. ONE POINT shall be assigned for each property damage accident for which points
have not been assigned under paragraph [E] 5 above because the damage was

less than $100, excluding any loss adjustment expenses.

Add the following as a new EXCEPTION (e) following the present paragraph F.

(e) DPhysical damage losses other than collision.

Amend the first Note following Point Value Additional Charges to read as follows:
Note: Irrespective of the classification of the risk additional charges under this

section shall be determined by applying the proper percentage to the total limits Class 4A

prem’um for the appropriate rating territory as specified in Supplement 1 Rules and Rates.

SECTION 16A - SURCHARGE - No Change.
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SECTION 17 - STANDARD POLICY COVERAGE

Amend the first paragraph as follows:

All applicants assigned under the Plan shall be afforded uniform coverage, equivalent to the
Basic Automobile Liability and Physical Damage Form, Second Revision thereof, dated April 1,
1955, as contained in the Standard Provision for Automobile Liability and Physical Damage
Policies except that (1) physical damage coverage shall be amended by an approved Physical
Damage Endorsement which shall exclude coverage to any automobile while used (a) in any
prearranged racing or competitive speed contest or (b) in the business of transporting

flammables or similar hazardous material, [and] (2) physical damage coverage for private

passenger automobiles rated above symbol 7 shall be amended by an approved Physical Damage

Endorsement which shall limit the maximum loss payable to $10,000 and provide for a $250

deductible applicable to each automobile for each loss arising out of each occurrence, and (3)

standard automobile medical payments coverage shall be afforded to four wheeled private
passenger risks, upon request of the applicant and shall apply as excess insurance over
benefits paid or payable under the provisions of any workmen's compensation law, disability
benefits law, or any similar law.

Any required filings of policy or endorsement forms shall be made on behalf of all companies
subscribing to this Plan by the Automobile Insurance Plans Service Office. For the purpose
of such filings, each company subscribing to this Plan is a subscriber to the Automobile
Insurance Plans Service Office.

SECTION 18 - CANCELLATIONS

"Amend the second paragraph of sub-section B.

JEach such cancellation shall be on a pro rata basis, subject to the minimum charge of $10.00

per car or policy, and a copy of each such cancellation notice shall be furnished to the producer
of record. A statement of facts in support of each such cancellation shall be furnished [to the

Plan, ] to the producer of record and to the insured and, except in the case of cancellation for

non-payment of premium, to the Plan and the Commissioner of Insurance of the State, ten days

prior to the effective date of cancellation.

SECTION 19 - RIGHT OF APPEAL - No Change
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SECTION 20 ~ RE-ELIGIBILITY - No Change

SECTION 21 - COMMISSION - No Change

SECTION 22 - RE-CERTIFICATION OF OPERATOR'S LICENSE OF APPLICANT OR PRINCIPAL OPERATOR OF
THE MOTOR VEHICLE - No Change

SECTION 23 - INDEMNIFICATION

(This is a new Section already approved by the Insurance Department).

Any person or subscriber made a party to any action or suit because such person or subscriber
served on a Committee or was an officer or employee of the Plan shall be indemnified by the
Plan against all costs and expenses incurred in connection with such action or suit, provided
however, such indemnification shall not be provided on any matter in which said person or
subscriber shall be finally adjudged in such action or suit to be liable for negligence or
misconduct. 1In the event of settlement, indemnification shall be provided only when the

Plan is advised by counsel that the person or subscriber to be indemnified did not commit such
a breach of duty. The costs and expenses of such indemnification shall be pro rated and paid

for by the subscribers as provided by Section 7 of the Plan.
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LIABILITY - SUPPLEMENT I

Amend the last sentence of the introductory paragraph to read as follows:
Additional charges determined in accordance with the provisions set forth in Section 16 of

the Plan are to be applied to the total limits Class 4A rates in this Supplement.

Rule 2, RATE DETERMINATION

Add the following as a new paragraph D,

D. If increased limits as provided in Section 10, are being afforded, apply the

appropriate increased limits factor contained in Rule 7, of this Supplement I

to the rates determined under (A) to (C) above.

Designate the present paragraph D as paragraph E and amend as follows:
E. Refer to The Two or More Automobile Credit Rule and The Driver Training Credit
Rule for any discounts applicable. [To the rates determined under (A) to (C). |

Apply any such discounts to the rates determined under (A) to (D).

Designate the present paragraph E as paragraph F and amend as follows:
F. Irrespective of the classification of the risk, additional charges under Section |6

shall be determined by applying the proper percentage to the total limits Claos 44

premium for the appropriate rating territory.

LIABILITY - SUPPLEMENT TI

Rule 2. RATE DETERMINATION

Substitute the following as paragraph D:

D. If increased limits as provided in Section 10, are being afforded, apply the

appropriate increased limits factors contained in Rule 7 of this Supplement TI

to the rates determined under (A) to (C).

Substitute the following as paragraph [E] F.
[E] F. The premium determined in accordance with A to [D] E above shall be increased

40% of the total limits Class 4 A rate if the principal operator of the

automobile has not been licensed for three years.
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EXPLANATORY MEMORANDUM OF PROPOSED AMENDMENTS

NEW JERSEY AUTOMOBILE INSURANCE PLAN

(Only those Sections which have been amended are included below)

SECTION 4.- ADMINISTRATION

The amendments to Section 4 provide for the inclusion of the Commissioner of Insurance as an
ex-officio member of the Governing Committee who may be represented by his designee. One
producer representative to be designated by the Commissioner is also included on the Committee
as an advisory member. The producer representatives term of office is set as one year to

run concurrently with that of the other Committee members,

SECTION 5 - DUTIES OF GOVERNING COMMITTEE

This amendment provides that all decisions by the Governing Committee shall be made by its
company members. The Commissioner shall vote only in the case of tie vote of the Committee.
This Section also now provides that the Plan Manager shall furnish the Commissioner with such
additional information as he may require.

SECTION 6 - DISTRIBUTION AND ASSIGNMENT OF APPLICANTS i -

Amendments to Sub-Section I and IIT have been included to require that statistical data
necessary to the development of company quotas shall be reported to the Automobile Insurance
Plans Service Office. Monthly quota adjustments are to be supplied to the Plan by A.I.P.S.O.
Sub~Scction I has also been amended to provide that assignments of long-haul truckmen shall be
based on a 100 miles radius of operation from the city or town of principal garaging. This
conforms the rule, which previously provided for a 150 mile radius, to the statistical codes
of the statistical agencies.
rThe inverse assignment provisions have been moved from Sub-Section I to Sub=-Section III to
‘bring physical damage under the inverse assignment procedure,
The conditions for the inverse assignment procedure have been re-defined providing that a company
will be subject to the inverse assignment penalty if it refuses to renew coverage with the
same policy form provisions,rules and classifications of the Manual under which the expiring
policy was written except for revisions thereof approved by the Commissioner and at the same
term as applicable to the existing policy provided:
a) There has been no change in the risk's characteristics which result in a change

in classification requiring the application of higher rates than would apply if

the change had not occurred, and
N 1 2a/71
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b) The risk is not subject to the additional charges under Section 16 except
for the inexperienced operator surcharge.
A third condition has been added to be applicable in the event the company has refused to
renew physical damage coverage. This condition provides that the company will be subject
to an inverse assignment for physical damage if the risk has not been involved in three or
more occurrences resulting in an aggregrate loss of $100 of more (excluding loss ad justment
» expenses) under the comprehensive coverage.
~The rules also stipulate that an offer to renew only part of the coverages provided in an
expiring policy shall be deemed refusal to renew with respect to the coverages not included
in the offer,
The verification procedure set forth in Section 6 has been amended to require the prior
carrier which refused renewal to notify the Plan of comprehensive losses which have application

to condition (c¢) of the inverse assignment procedure,

SECTION 9 - ELIGIBILITY

An amendment to paragraph B allows for the assignment of private passenger automobiles with
an Actual Cash Value in excess of $10,000.

SECTION 10 - EXTENT OF COVERAGE

Paragraph 1I of Sub~Section A is amended to permit a risk which was previously insured in

the voluntary market to purchase limits of liability to the maximum available under Supplement 1i.
Previously, such a risk could not purchase coverage beyond that last afforded under the

voluntary coverage.

/Sub-Section D is amended to limit the maximum loss payable to $10,000 on a private passenger
automobile with an Actual Cash Value in excess of $10,000, This amendment also provides for
‘$250 deductible to bhe applicable to each automobile for each loss arising out of each

occurrence.

SECTION 11 - APPLICATION FOR ASSTGNMENT

Editorial change only.

SECTION 12 - DESIGNATION OF COMPANY

This amendment provides for the Plan to effect coverage as of the date following the date of
postmark of the transmittal envelope in which an application is submitted. The rule stipulates

that only the postmark of the United States Postal Service will be recognized for the purposes
N.J.-9/71
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