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On Thursdav, Octoher 16, 1084, at 2:00 P.M., in Room

334, State House Annex, the Senate Labor, Industry and

Professions Committee will continue its public hearing on
the following bills:
S-2594 Contains the automobile insurance reforms

Dalton recommended by the Senate Special Committee
on Automobile Insurance Reform.

SR-61 Estzhlishes a commission to study mandatory
Laskin liability insurance.

Anyone wishing to testify should contact Dale Davis,

Committe Staff, at 609-684-0445,
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INTRODUCED OCTOBER 2, 1986
By Senators DALTOUN, ZANL, ORECHIO and LYNCH
Referred to Committee on Lalor, Industry and Professions
Ax AcTt concerning private passenger automobile insurance.

BE 1T EXACTED by tle Scnate and General Assembly of the State
of Ncw Jerscu:

Section 2 or I Lo 1677, o0 710 0, 20:0-73.1) is amended to
read as follows:

2. In the event medice]l expense benefits paid by an insurer,
in accordance with section, [ 7 P.L 19720 ¢ 76 (¢ 300A-4 ),
are in excess of €75,000.00 on account of perconal injury to any’
one person in anyv one accident, the Unsatisfied Claim and Judg-
ment Fund shall assw ¢ <nel excess and reimburse the insurer
tlerefor in accerdance witlh rule- and veoulations promulcated
by the coummissiorer: provided, Lowever, that this provision is
not intended to hroad.n o coverazs avallshle to accidents 1n-
volving uninsured or hit-andann antarnoliles te provide extra-
territorial coverase. o1 1¢ pay excess medical cxnenses,

2. Seetion T of UL 10T ¢ 30y S0 ROGAS0 T I annended to
read as follows:

T When any person ualiied to osceccive pavioents under the
provisions of the ““Unsatisfed Clrim and Judeuient Fund Law™
P.L 1052, 0,124 (C.50:6-67 ¢! <o zuffers hadily injury or death
throuoh being struck, a2~ a podest: an. as defined in section 2 of
P. L. 1072, ¢. 70 (C. 39:6A-2), by a motor vehicle, including an
automohile as defined in <ection 2 of P. L. 1072, ¢. 70 (€. 30:6A-2),
by the comiuiszioner: provided, however, that tLic rrovicic: is
out of an accident while orcunvin - entering into. alighting from,
or using an aute:i:ohiic, registered or principally garaged in this
EXPLANATION—Matter enclosed in bold-faced brackets [thus<l in the above bill

is not enacted and is intended to be omitted in the law.
Matter printed in italice tiius is new matter.
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State 700 Wil persondi injury protection benefits vncder the * New
Jeysov Auran oBle Reparvation Reform Aet.” P 1L 10720 20 70
(C. 39:60A-1 et <eq.), or =cction 10 of [this 1083 amendatory and
suponosentiey ad} Lo 1080 o0 362 (CL 17.28-1.31, would be
rivable to such person if perconal injury protection coverage
were in force and the damages resulting from such accident or
death are not satisfied dve to the personal injury protection
coverage not being in effect with respect to such accident, then
in <uch event the Un-atisfied Ciaim and Judgment Fund shall
piovide[. under tbe followinz conditions, the foilowinz benefits:
a. Medical expenze henefits, Payment of all reasonable medical
expenses incurred as a result of personal injury sustained in a
n.oter vebicle accident. Ty 41+ eveont of death. payment shail be

made to tl:e e<tate of the deccdent.

1 °

b Income contin ion tenefts. The paynent of the loss of
incorue of an income producer a~ a rvesnlt of bodily injury dis-
ability, subject to a masimum weokly pavrent of £100.00, Such
sums shall he pavable during the life of the injured person and
shall be subject to an ar -unt or limit of £3,200.00, on account of
injury to any ons pereon roans one aceident. excent that in no
caze shall income cort’r - on Tenefits exceed the mnet incomue
normally carned dm e the periel wowhich the Lencdits ave
pavable.

c. Exs=ential services benefits. Pavment of essential serviees
: povscs <0G B n dein rehnbursement of
necessary and recsor o le o extenses neurved for sucl: subistituts
ex~enticd services ordivas v veriovined b the injwmed peyson for
hineself, his farllyvown? 0 oers o e ran iy vesiding byt

5 .

Donsclolls sullect to an amneunt o N R1200 ye dav, S

benefits <hall Le payvable curing the Bife of the injured person and
~hall be subject to an smovrnt o lin it of $4.550.00, on account of
injury to any one per-on ‘n any one accident.

d. Death benefits. In tlie ¢vent of the death of an income
producer as a result of ‘niuries <ustained in an acecident entitling
such person to benefits under section 7 of this act. the maxinum

3 .
s

amount of bLenelts wirch ccald have been paid to tie income
producer. Imt for his death, under section Th. shall be paid to
the surviving spouse. or nthe event there is 1o surviving spois.,
then to the swrvivine c¢hiidren. and in the event therc are uo
surviving spousc or ~suwrvivine children, then to tie estate vi i
income producer.

In the event of tlie de«th of one performing essential services a-
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a result of injuries sustuined in an accident entitling suclh persoun to
beneidts under section Te. of this act, the waxiisui arount of
benefits which could Lave been paid such person, under section 7c.,
shall be paid to the person incurring the expense of providing such
c-~cnt.d services.

e. Funeral expen~c« lenefits, All reasonable funeral. burial and
cremation expelscs, subject to a masimun henefit of £1,000.00¢.
on account of the death to any one person in auy oune accident shall
be pavable to deced ut’s estateY wedio? o e Lo £ G ok
aiouit 0! cicoeding $10,000.00 por person per accidend.

Provided, however, tlLat no benetits ~shall he paia under this see-
tion unless the person applvine for henefs Lis dernenstrated that
Iic i~ not disqualified Ly reason of the provicions of subscetion
(a), (e}, (d) or (1} of scction 10 of Po L. 1932, ¢. 174 (. 30:0-70).
or any otlier provision of law,

3. (Nevs section) a. Notwithetanding the provicior s o0« g,
Sof P L1672, ¢ 70 (C. RO:65-00 0 o Teensed Insuranes cariter
may refuse to renew, in accordance with snbsections Ioand ¢ of
this scction, a policy of insuranve that provides covercoe reguire::
to be maintained pursuant to P Lo 20700 ¢ 70 (C80:0.4-7 et s,

b. An insurer may issue notices of intention not to renew an
automobile insurance policy in an amount not 1o exceed 2¢
of the total mumber of automoblile insuric.ce policies o b
insurer, rounded to tlic nearest whole number. wlicl are in force
at the end of the previous calendi vedr o5 encl 07 tie insurer’s
rating territories in usce in this State. '

¢. For every two newly insured antonidoivs wlhich an insurer
voluntarily writes In eacl: tervitory, the imswrer Lol Loy conditted]
to refuse to renew onc additional automohile in that territory in
exces~ or the 29 limitation estallisnced Dy osube ction D
of this section, subject to a fair and nond:-eriminatory forr.ula
developed by rulc or re-ulation of the cow.i-sioner.

d. The providions of thix section <hall vot apnly ta anv can-
cellation made pursuant to paragrapli (A) of section 2 of P. L.
1668, e, 58 (C. 17:29C-7).

4. Section 4 of P. L. 1672 ¢ 70 (C. 34:0A-10 1« arended 1o read
as follows:

4. Personal injury protection coverage, resurdiess of fault.

a. Every automobile Liability insurance olicy insurine an anto-
mobile as defined in thi: act against loss resulting frow Laobility
imposed Ly law for Ledey injurr, dedli aid Propelil G-t

sustained by any person arising out of ownership, opvration, 1l
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tenance or use of an wutuiioude shall provide personal injury
protection coverace, as defined hercinbelow. under provisions
approved by the Commissioner of Insurance. for the payment of

»

Lemelfits without rvezard to necligo 0 700y o {aalt of any
kind, to tle named insured and men: o= of his family residing in
Lii< houschold who sustained bodily injury as a result of an acci-
dent while occuping. entering into, alichting from or using an
automobile, or as a pedestrian, Lieing struck Ly an autowobile or
by an collect projelied by or from an automolile, to other jorsons
sustaining bodily injury vhile ~cupyving. entering into, alizhting
from or using the autouiobile of the nammed insured, witl the per-
mission of the named insured, and {2 yedestrians, sustaining bodily
injury causcd by the named insured’s autonoulle or struck by an
object propclled by or from <uch autoniobile.

[P v-oralinjury votection coerage ™y oans and inendes:

a. Medical expense benefits, Pavment of all reasonable medical
exrenses incurred as a result of per-onal injury sustained in an
automobile accident. In thie event of death, payments shall be made
to the estate of the decede.t. In .o event Lenefits paid by an
insurer pursuant to this sul-ection ars in excess of 275.000.00 on
account of personal injuiy to any one person in anv one accident,
such excess shall be paid by the insurer in consuitaticn with the
TUnsatisfied Claimi and Judement Fund Board and shall be reim-
bursabie to the insurer fromn the Unsatisfied Claim and Judgment
Fund pursuan: to section 200 P20 L0 1877, ¢ DI 000 207810

L. Income continuntion Lene8t, The vavicent of the loss of
income of an income producer as a result of ol v injury Gy
subject 1o ol ann wWeeky pavnient of 10000, Sucl, suwin snall
he pavahle during the Bfe of the injured ;-0 and <hall Le <ub-
ject to an amount or limit of 23.2:0.00, on ac.ount of injury to any
one person in any one accident, execpt that in no case :hall inco:nv
continuation benefits exceed tiie nct income normally earned dur-
ing the period in which the benefits are payable.

c. Essential services beiefits. Pavment of essentiul services
henefits to an injured person -hall be made in reinbursement of
necessary and reasonably expenses incuried for sueli substitute
essential services ordinarily jerfornied by the injured person for
himself, his family and icembers of the family residine in the
household, subject to an amount or linit of $12.00 per day. Such

benefits shall be pavalle during the Lie of tie injured person winl

«0

shall be subject to an aniount or limit of #4.2%0.00, on accoun: of

injury to any one person in any one accident,
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d. Death bevefits. In the event of the deatr of an income pro-
ducer as a result of injurie-~ sustained in an accident entitling
such person to benefits under section 4 of thic act, the maximum
amount of benefits whicli could have heen paid to the income pro-
ducer, but for his deatl. vnder <eet'or 4 5 <hall be paid to the
surviving spouse, or in the event there is no surviving spouse,
tlicn to the surviving children, and fu the event there are no sur-
viving spouse or cwrvivinz children, thien to the estate of the
incorne producer.

In the event of the deuth of one perforning essential services as
a result of injuries su<tived in ov acidont entitling sucl: person
to benefits under section 4 ¢. of thLis act, the maximum amount of
benefits which could have been pald <00 peyson, under section 4 ¢,
shall be paid to the person incuriing the expense of providing
sucl escential services.

e. Fonera! expens ~ boneltss AN vensoen Y funerall bl and
cremation exnenzes, subiect to aowaninum benesds of #1.060.000 on
account of the death to any one person in anv one accident shall
be payable to decedent’s estate.

Benefits pavalle under this cection shall:

(1) Be subject to any acduetibles or oxclusions elected by the
polievholder pursuant to -ection 13 of P. L. 1083, ¢. 3062 (C.
30:0A423):

(2) Not be assignable. except to a provider of service benefits
unce: this section, nor suigoct 1o Levy, exeeotion, attachnient or
otlier process for satisfacticn of del -]

L. One of the 1ollvwing personal tijury protection coverage beio -
oooptioe shall Lo elected ULy any manc d ticured ojuired to
maintain personal m uri protection coverage pursuant 1o sub-
scction a. of s svction:

(1) Payient o medice] expenscs tn an aimviiit nol to exceed
810,000.00 per peison por accident T tl event of deall | pacicnt s
shall be made to the estate of the decedent; or

(2) Payment of all reasoialle medical erjrisr~ tncurred as
a result of personal injury ~ustained he on autencl eccident.
In the event of deatl, poyaents shall Lc viede 1o the estute of the
Adecedent. In tlhe event Lenefile paid bie o inenver prrsuant to
this paragrapl are i (rcess ol §75.000.00 0n account 07 persvna:
Gijucy ta @y one presei Qe cid aecido st ot s shall
paid by the insurer in consultation wil tive Unsaisjiod Claon i
Judgment Fud Board acd slali Lo peimian<allo 217 o
fromi the Unsatisficd Cluii cad Jodgucnd Fued porsuaid 1o 500

tivi 2 of P. L. 1977, ¢. 310 (C. 39:4-73.1.
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o LElection of a porsunal aijitry peotectivn bonefit optioi pur-
suant to thas scction shall Lo fvoacritivg by 41 waiced Dizired oo
« form approved Ly the Comuilssioner of Lisarance. Tl jiersona!
i.:l‘/'rll'j/ I/I")fl(ff.()/.' Lowen 1 H/l-"':u coted 2l ’v"'l,,vl_l’,' to the i d
msured and any minediote tamidy ncider residing in e nwamed
imsured’s household. * Luci.ediate foodly wenidr™ means th
spouse of the named incured and any chid of the named nsured
or spouse residiig n the nained nsiccd’s horeschold, wlo is not
a named tizured widor ciotlher ailoniol o insiwrance policy.

I7 the naied s ed fads to dect, o writing, cither o7 tic pei-

Ste offerod pursuant to 10 scetion.

conal iinury vrotection bens
tle nencd tisured 2Ll be decned to elect tle opticin o subpara-
grapl (1, o7 subsection L. o7 this section. No new policy of {nsir-
ance slall Ue issued by an tiswrer oic or after the effcoti « dute o
Plhis art wilvss e gooicd Sie oo o b d e ot ot
provided for in this cection.

The personal prot-c i Loacft optivi dlected bio oy du-
sured shall continae tw toree oo 16 sulivi it reaciral or yeplace-
ment policies untd the tisurcr or its antlorized rvepocscutitive
receives a properly executed furie olicting the other personal
injury protection benefit option.

The per-wvcl agjary protection oot optivie oloctod 0ot
named insured shall apply to all autooliles owned by the nanicd
msured and to ann fiowiediate famile noinbor aclo is wot a ianed
insured wider cieotley ool s o pellons el Lt Tt
1 the case wliore poore Pl o /:O[I'v’j/ i« g Voalle b e el
insured or Gitiediote fawidl e wcibeor, aied tle alicies Jo
ferent persoral i protection T TT AT PYPIN VIS YRR
Juiy protection Lo £ option ecled Lig the i juicol wgiicned s d
shall apply, or in the case of an tnomediate fawiily iocilier who is
not a ramed insured and is injured in an accident tavolvine ai: quto-
mobile to whicl e policu issued to a newed nsured in the L.
hold of the injured tmwiediate family member applies. the personal
injury protection Lenefit option clected Ly that wamed liccured

shall apply. Notice of the persoial iijiry protection Lo it op
ot

tions availalle shall Le given in accordance awith scotion 17
P. L. 1983 ¢c. 362 (C. 35.6.1-23,.

5. (New section) The commiszioncr ~hiidl within 90 davs of tie
enactment of this 1920 amendatory and sunplementary wct, pron.-
ulgate medical fee schedules on a rezional Lusis 1or the rehuhu e

ment of health care providers providing services or equ

.
1enent

for medical expense beneits for which pavment is required to
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be made under the perconal injury protection coverage provided
forin scetion 4 of P 1L 1972, ¢, 70 (C. 30:6A-4). The fee sclLedules
shall incorporate th~ reasonable and prevailing fees of 90¢; of
the practitioners within the recion. If. in the case of specialist

4

providerss there are fevar than 50wl

~1oany region. the fee
schedule shall incorporate the reasonable and prevailing fees of
the speecialist providers on a Statewide basis.

G. Scction 13 of P L. 1983, ¢. 362 (C. 39:6A—4.3) i= amended
to read as follows:

13. Personal injury protection coveraze deductibles[. exclusions
ard setoti<]. With respeet to personal injury protection coverage
provided on an automolile in accordance with section 4 of P. L.
1972, ¢. 70 (C. 30:0A-4), t1e automelile insurer <hall, at appro-
priately reduced premiums, provide [the followingd . as a cov-

eiacve [ontions:J option

[2. Medical} »-Ai 7 voipense benefit deduetibles in amounts of
&5N0.N0, 100000 pud 2200000 o e one accidentE ).

[, The optien to exclnde all benefits offered under suheec-
tinn~ b, c.. d., and e. of scction 4

e A setoff antion entitline an suronbile Snsnrer payvine medieal
expense henefits rnder cect’on 4 1o reimburscement from. and a lien
on, anv recovery for noneconomic loss hy an injured party pursuant
to an arbitration award, julicial indement ov voluntary <ettlement
for the amount of the nmediea! expense henefits paid. 1ot tn exceed
2070 of the amount of the award. djudoens o e tements ineludin.
yecoveries under unireured and wnderinsve D omotaries coverage,
exceyt that 0 at the time of the ward. judenient or settlenment,
the anzernt of medica’ exnerse hernenis doos ot exeecd 200 e
additional expense Lenefit- of an indeterniinate amount are antici-
pated. the amnount of the ~eteri <liall Te 20 of the award, judg-
nient or settlement, with the difference hetween the value of the
207 and the ariovnt of medical expen<e henefits yreviously paid
to be placed in an intercst heavinc trust account for use to in-
demnity the insurer navine the wedical expense benefits. as the
hencfits are paid. Attorney’s continzent fecs shall be computed
on the amount of tle svard. judgment or <ettlement, less the
amount of the setoff, whicd < toff <hall heo it 11 nedical expens
henefit claim of the injured person. as of the date of the awnrd,
judement oy settlement 1~ made 3s: (1) doed. the amomys of
medical expense henefit paid. not to exceed 2077 of the award.

. 1 DN 1 iae Y o e
judgrient o sottioarnt, or o 20 ool D070 o the awaran Dades

1 )

ment or setticment. der o continoert Yo arranocement. th
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attornov shasp avso e cnt tisd o cenibursement out of the amount
ot e cetoft for ecosts aetinlly inecuvred in the institution and
prosecution of the clain or action, v1:i+h amount shall in no in-
stance exceea 1070 of the aronnt of the <etojf, in a manner to he
prescribed by the Supreine Coua:t. Nothing in this subsection shall
L> construed to prohilit an attornev vepre-entine the injured
party from recovering from the insurer providing personal in-
jury protection beucfits the reasonabic cost of any legal =ervices
rendered to that insur~r prin.arily o conjunction with the setotf
reimbursement.}

A deductible[. excluzion or setoff] elveted by the named insured
1 accordance with this seetion shall apply only to the named in-
sured and any resident velative in the named insured's house-
hold who 1< not named “n-ired under annther antomobile insur-
auce polier, and Lot ot suyoother person cllgible Tor personal
injury protection herefts requited to be provided in accovdance
with cection 4

FIn the case of & 1aelenl expenze henefit deductible, the} 7/~
medical erpense benept deauctible elected by the named insured
shall be st <ted for =ny one accident, whether the medical expense
benefits are paid or provilad. in the amornt of the deduetible,
to the named insured o 0 oune or maoie¢ resident relatives in the
named insured’s hovs:liold who are not named insureds under
arother insurance jpolicy. or to any eombination thereof,

No fusurer or Leath provider provicne henetits to an inswed
who has elected a deductinly tovv-aont to [ubsection w. of} this
section shall have a rielit of =w!rozatisn *or ¢’ » waount of henefits
paid pursuant to a4 Cednetlle elocterd therer Ter,

D\Where a tyost cecount biis veen establislied iu cecordance with
subsection c¢. of this section. any vemaiuning principal and all ac-
crued interest in the trust aceount at the time the final payment of
medical expense benefits iz made <hall be paid to the party to whon
the award. judgment or settlement was made, or to his estate.]

The Commissioner of Tnsurance =hall adopt rules and regula-
tions to effectuate the puryo-cs of this scction.

7. Section S of . L. 1972, ¢. 70 (C. 39:6A-8) is amended to
read as follows:

Q. Tort exemption: lit. itation an the right to noneconomic loss.

One of the following two tort ontions shall he elictel, in accor-
dance with section 14.1 of P. I.. 1923, ¢. 362 (C. 39:64-8.1), by
any nanied insured required to maintain personal inivry protec-
tion coverage pursuant to -ection 4 of P. L. 1972, ¢. 70 (C.
39:6A+4):
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a. Every owner, registrant, operator or occupant of an auto-
niobile to which section 4, personal injury protection coverage,
regardless of fault, applies, and every person or organization
legally responsible for his acts or omissions, is hereby exempted
frows tort lialility for noneconouiic loss to a person who is subject
to this subsection and who ic either a person who is required to
maintain the coverage mandated by this act, or i< a person who
has a right to receive benefits under section 4 of this act as a result
of bodily injury, arising out of the ownersLip, operation, main-
tenance or use of such automobile in this State, if the bodily
injury is confined solely to the soft tissue of the body and the
medical expenses incurred or to be incurred by such injured person
or the equivalent value thereof for the reasonable and necessary
treatment of such bodily injury is less than [%200.00] S500.00, ex-
clusive of hospital expenses, N-ravs and other diagnostic medical
expenses. There shall be no exemytion from tort liability if the
injured party has sustained deatli, permanent disability, perma-
nent significant disfigurement, permanent loss of any bodily fune-
tion or loss of a body member in whole or in part, regardless of
the right of any person to receive benefits under section 4 of this
act. Bodily injury confined solely to the soft tissue, for the pur-
pose of this section, means injury in the form of sprains, strains,
contusions, lacerations, bruises, hematomas, cuts, abrasions,
scrapes, seratches, and tears confined to the muscles, tendons,
ligawents, cartilage, nerves, fiiv s, veins, arteries and skin of the
human body: or

b. As an alternative to thic hasic tort-option specified in sub-
section a. of tlis sectien, every owner. registrant, operator, or
occupant of an automobile to wlicl section 4 of P. L. 1472, ¢. 70 (C.
39:6A—4) applies, and every person or organization lezally respon-
sible for his acts or omissions, is hereby exempted from tort lia-
bility for noneconomic loss to a person who iz subject to this sub-
section and who iz either a =ev nn who is required to maintain the
coverage mandated by P. L. 1972, c¢. 70 (C. 39:6A-1 et seq.) or is
a person who has a right to receive benefits under section 4 of that
act (C. 39:0A-4), as a result of bodily injury, arising out of the
ownership, operation, miaintcianee or use of such auntomobile in
this State, if [the medice] expenses incurred or to be incurred by
that injured person. or the equivalent value theven” {ry the reason-
able and necessary treatment of the bodily injury. is less tha:.
€1,500.00, whick awount siuall be adjustea annualiy on January 1

of each year following the operative date of this act by the Coz.-
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pissconer of busurance to redect increases or decreazes in the na-
tonal Consumer Price Index for the professional servvices com-
ponent of niedical care s~crvices, all wwban consumers, U. S. city
average, and which wount <ball be exclusive of Liospital expenses,
NX-rays and other diagno~tic medical expenses. The adjusted rate
<hall apply to any ¢lai tor noneconomic loss arisive from anv
auiomobile accident occurring on or after the adjustment date.
There shall be no exeni; tion from tort liability if the injured party
Las sustained death, permsnent disability, permanent siznificant
disfizurement, permanen: loss of any bodilv function or loss of a
body member in whole or in part. vegardless of the richt of uny
person to receive lenefits under ~ection 4 of Po L. 1672, e 70
(C. 30:6A-4] tlot porson Dois sostoined sepsoiel Gegury awclicei
results D doadly sevion it of Lody fnection or porima-

Tle tort opticn previsions of <uleect’an a. of i1/~ =ection shail
also apply to the right to recoer for nonccononiic loss of any
person eilzible for henefitz rursuant to ~ection 4 of P, L. 1972 ¢. 70
(C.5%:6A—) but who i< not required to maintain personal injury
protection coverage and iv not an smmediale faini!ls member, as
defined iu section 141 of ° 1., 1993, ¢, 362 (C. 39:6A-S.1), under
an automoi:le iusurance joiey.

The tort option provisions of <uh-estion h. of this section shall
also anply to any prr-on subject to ~ection 14 of P L. 175, ¢. 5320
(€ 59:6A-4.9).

The tort optier provisions of subscetor Lo thls section shall
rerain inoperative et Juiy 10 PV S Foars aed <all ot
Accidents eeeuriine ol noter thot O

ITany provosion op suleocton o of Gl s ot < T e e
to he unconstitutional, thie provisicns of the entire subsection shall
be deemed null and void, 1t withour further c¢ffect, hut the deci-
sion of tle court shall not affect the validity of any otlivr provision
of this act.

8. Section 14.1 of P. L. 10683, «. Su2 (. 39:6A-8.1; is amended
to read as foliows:

141 Election of tort option. a. Election of a tort option pur-
suant to scction € of PU L. 19720 ¢, 70 (C. 39:6A-5) <ha!l be in
writing by the naved insored on oo oforie aprroved by the Coue
missioner of Insurance. The tort option clected <hall apply to the
nazted msured and any immediate family member residing in the
named insured’s houschold, Thiediate faily nember™ meons

the spouse of the named insured and any child of the named in-
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sured o ~neuse residing iy the nared insared’s bousshold. who
1+ not a named insured wicler snother autorne’ e insuran -« policy.

L. If the named insured fails to elect. in writing, anv of the tort
optious ofTered pursuant to section ¥ of P. L. 1972, ¢. Tu (¢,
S0:6A=8), the namied fnsnid Shall Lo deen o to elect the tort
opticn of subsecticn a. of that section & No new automobile poliey
1ssued o1 01 eiter July L E1004] 7987, in this State shall Le issued
by an insurer unless the nanied ins-nved has elected one of the tort
options provided in section €,

c. The tort option electod v & named insured shall continue in
force as to cubsequout venewal o replaccment policies unti! the
insurer or its autborized reiresentative veceives a properly ex-
ecuted forw electing thie other tori option.

d. Tlie tort option elect.d o the nanad insnved <liali apply to
all autoiobiles owred by the naved in-ured and to any hnmediate
faonilhy mwender who is ot oo o4 nsured andy Gt o aute
y:obile Insurars e policy. exeopt that i the ease where poore thon
one policy is applicable to the nauy-linsvred or nmediate family
member, and the policies Linve dilvrent tort o4 e~ 15 - tort option
elected by the injured named insured <hall avply or, in the case
of an immediate farily menler who i< not a named in-ured and
is injured in an accident imvolving an antomohile to whicli a policy
jssned to o named insured an the Louscholld of e fujured Zinme-
diate family member applics, the tort ortion ¢lected by that named
lnsured shall apyply,

In the cace of antormoldle fuswie oo policies in Sore on Julv 1

LY

[19547F 1967, notice of th tort crolons vnhaide pan~uant to the

aforecaid section & <hall Lo olven i oo o dune vt woeiion 17 of

o

[1Lis 1983 amendatory and <u pdementary acty I L. 1685, ¢. 36
(C. 35:6.1-23 .
9. Section 10 of P. L. 1972, ¢. 70 (C. 39:6A-1v, i+ amended to
read as follows:
10. Additional personal injury proteciion coverace, Insurers
shall make available to the named insurced covered under <ection 4,
’

and, at Li= option. to resident relatives i tho houscheld of the

named insured, [<uitahle additioual} -t yarty coveraee for in-

coie continuation loncfte, e~omtial cevtons benetitos doatl Lene-

fits and funeral expeuse herefits[. bhut the ircomne conciinatio
and es<ential services benefite <Lall cease nper the death of 1
claimant. and <hall not operate to increase the awionni o any

VS - TR Ay st : L - Lo T
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establisles that the amount of loss sustained exceeds the coverage
<pecified in section 4. The additional coverage shall he offered
by the incurcr at least annually on a form preseribed by the Com-
missioner of Imsurance. whicl shadl be attached to or accompany
all applications, initial policies and renewal policies or renewal
rotices. Incomie continuation in excess of that provided for in
section 4 must be provided as an option by insurers for dizabilities,
as long as the dicability persists. up to an income level of £35.000.00
per vear, provided thut a. the excess hetween $5,200.00 and the
amount of coverage contracted for shall be written on the hasis
of 75¢ of said difference, and h. vegardles< of the duration of
the disability, the henefits payable shall not exceed the total maxi-
mun amount of income continuation benetits contracted for. Death
henefits provided pursnant to this ~cction skhall be pavable without
rezard to the period of tli.e elup~ing beiween the date of the acel-
dent and the date of deatl. if death occurs within two vears of
the accident and results from bodiiyv injury from that acciden:
to which coverage under this section appliezs. The Commissioner
of Insurance is hereby authorized and empowered to establish,
by rule or regulation, the amounts and terms of income continua-
tion insurance to be provided pursuant to this section]} < follows:

a. Inconme continuaticc Lenepts, The payment of the loss of in-
come of an imcome producer os a result of bodily ininry disability,
i en amount not less tl- £100.00 ver qeeel tor any one person
D any one accident ol ot aeore tan o an Dicone Levd stallished
Ly the conmis~"cucr by regulation, awlic] slall be not los tlhan
835,000.00 per wear, The Lencfit chall Le ponallc as lena as the
dizsability exists, cocept tHoo!, reaordlezs of the durction of the
disability, the Lenefts payolle shall not excced the totol saximum
incoine continuation benefit contracted for, nor shall the beunefits
payable exceed the met income normally earned during the period
in which the benefits are payable. Corerage in amounts in excess
of $5,200.00 per year shall be written on the basis of 755 of the
differential between $5.200.00 and the coverage awritten. Income
continuation benefits shall cease upon the death of the claimant,
and shall not operate to increase the amount of any death Lenefits
payable under subsection c. of this scction.

b. Essential services Lenefits, Payieent of esscwtiol services
benefits to an injured persown :kall be nwade G retnibvrsement of
necessary and reasonable expenses ncurred 1or the substituts
essential cervices ordinarily performed by the injurcd persan for

himself his, family and members of the family residing in the
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household, subject to an amount or limit of $12.00 per day. The
benefits shall be payable during the life of the injured person and
shall be subject to limits established by the commissioner by regu-
lation. on account of injury to any one person in any one accident.
Ini the event of the deodl of oic perfvei’i o rssential services as
a result of injuries sustained in on accident entitling the person
to benefits under this subsection, the maziniun amount of benefits
which could have been paid to that person unmder this subsection
<hall be paid to the per<an incorving the expense of providing the
essential services.

c. Deallc benefits. Im the eveiit of the deatl of ai incoie producer
as a result of injuries sustained 1 an accident which entitles the
person to collect benefils under scction 4 of P. L. 1972, ¢. 70 (C.
39:64A—1), the mazimuni amount of Lenefits which could have been

paid to the incone producer, but for hic deatl under sulscction o.

children. or in 1lc erent there ic ne surviring spouse or <urviving
children. then to the estate of the incame producer. Deatl Lene fits
provided pursumit to this subscctivic shall be payable without re-
qard to the perivd of tinie elapsing Letween the date of the accident’
and the date of death if deall occurs within tico years of the accei-
dent and results from bodily injury from that accident to which
coverage under this subsection applies.

d. Funeral expence bLencfits. All reasonalle funeral. burial and
cremation expenses, subject to « scledals of maxinoi: Lewn £s
established by the conission r by reaulat:c, on account of the
deatl. to any one person in any one accident shall be payable to
tle decedent’s estate.

Benefits payable under subsections a. and b. of this section shall
cease upon the deutl of the claimant, and shall not operate to
increase the amownt of avy death benefits payalle under subsec-
tion c. of this section. Benefit options provided for under this sec-
tion sholl be offered by tnsurer< at lcast annually on a form pre-
scribed by the commissioner, which shall be attached to or ac-
company all applications for coverage, tiiticl policies wiid renewal
policies or remewal notices. Benefts payalle pursuant to this sec-
ticic or section 4 of P, L. 1972, .70 (C. 3%:64-4, &la!l vt Lo a-~-
signable, except to a provider of service benefits under this section,
nor subject to lery, execution, attachment or oflcr procese for
satisfaction of debts.

10. Section 2 of P. L. 1983, ¢. 35% (C. 3%:0A-25; is awendad 1o

read as follows:
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Zoas Any cause of cetion fGted Tn e Nperior Court after e
operative date of this act. for the recovery of noneconomic loss, as
defined in ~ection 2 of P. 1.0 1072, ¢, 70 (0. 59:6A-2), or the ro-

’

covery of uncomprensated cconoic oo, ¢4 than Tor dari..es to
property, arising out of tie operation. owner<hin, maintenance or
usc ot an antomobhile, o~ defined i at ~ection 2, <linll he sub-
mitted, except as herenafter provided, t arhitration by the
assivment judge of the cou.t i which the action is filed, i the
cotrtodoteriines it e coeount nocontioversy o L1000
S20,000.00 or less; exciusive of intercst d cost~: provide) i
if the action iz for recovery for Lotl noneconomic and econowu:ic
loss, the controver~y <Ll b subuitted to arkityation it the comt
deterriines that the arount in controversy for nonceatomic loss
i1« [215,060.00F S20.000.060 oy less, exclu~ive of intere~t and costs.

Lo Noswithenwo dine that the amount 1 covtraveras of an aetio
for noneconomic los~ is i excess of [15.000.00F S20.000.00, e
court may refer the matter to arbitration, it 71 of the parties to
the action consent in writing to arbitration and the court deter-
mine~ that tiie coutrotersy doe< not mvol-e novel leval or unduly
complex factual 1--ues,

No cause of action determined by the conrt te be, upon proper
iotion of any party to the contiover-v, frivolous, in~ub~tantial or
without actionable cau~¢ =hall be submiticd to arbitration.

The provisions of this zection shall not apply to any controversy
on which an arbitration dec.~ion vas reldered oo to the filing
of the action.

The provisions of this =ection =lail apply to any canse of action.
subject to tnis ~ection. fled prior o Uleoorovative dete of 1his
1686 apiidatory and sepplenentaris act, if a0 pretrinl confer e
hax not been concluded thereon.

11. Section 7 of P. L. 1983, ¢. 33~ «C. 29:6A=307} is amended to
read as follows:

7. Notwithstanding that a controversy was submitted pursuant
to sulisection a. of section 2 of [thi~ act} P. L. 1463, ¢. 355 ((.

loss nay ex-

39:64-25), the arbitration award for noieconomic
ceed [$15,000.00] S2vwuv.wo. The arbitiation decisivn shall be in
writing, and ~hall =e' fortli the i<-ucs in controversy, and the
arbitrator~" findings and conclusions of law and fact.

12. Section 2 of P. L. 1072, ¢. 197 (C. 39:63-2) is arended to
read as tollows:

2. Anyv owner, or registrant of a motor veiicle registered o

principally garaged in this State who operates or causes to
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operated a motor vewicle upon any public road or hiechway in this
Stute without motor vehicle lability Insurance coverage required
In this act. and any opcrator who operates or causes a motor
velicle to be operated and who knows or should know fron: the
atterdont cnennestaces that the motus vebivie o~ without 1otol
vebicle Tie® oty incuronee coveraoe required by this act shall be
su 2oty for the fir ot offen<e, to a tine of [not le~~ than €100.00 nor
more than} £390.00 oud « peiiod of connnmity scrvice to be deter-
dtticcd by 10 couris o i isonnn nt for aterr. of not Jess than
30 davs nor more than three wontl- or botl. in the diseretion of
the wnmepal judec, and <hall fortbwith forfeit Lis vizht to operate
a motor velicle over the highwavs of this State for a period of
[y montlis] oir yeur frow the date of conviction. Upon subse-
quent convicuoyn, he shall he ~ulject to o tine of [uot less than
225000 nor more than} syt and [eas <hall be subject to
noprisolitecnt for a tern: ol not Jess than three wonths nor more
thar ~ixoveenths Gn e e ten of the poneal Judge [end
shall T ordered 1a the eovrt to perforn comnunity service for
a period of 30 davs, whicli «ha!] T of ~uch form and on suehl terns
a~ the court shall decur e, vopvinte uider the cireminstances]. and
shiall forfeit Lis vinht to operete ©oanotoyr velicle for a period of
two vears from the date of li- conviction, and. after the expira-
tion of said period, Lo say anulie appleation to ti Divector of
tie Divicion of Motor Vebicles for a Heense to orerate a oto:
venich . whoich application may he wrented @8 e disareton of the
Aivector, Tho Qoo o Giveretion, shall Ve oo unon s ass ~~-

I

ment o the hkelibood that the individua will ojerate or cause a

motoy vebicle o e overai . 3 U 1w e the fnsarance
coverage requirveq by this act. A complaint for violatio:. of this act
may be made to o muiiepad conrt wr s tinee within =i months
afier the date of the alleged offen~c. S1ou. a1 every fine collected
pursuant to 10 coction L2l i v od Lo i cocit 1o e New
Joreeir 2utowolile Fo™t Te<ce e Iwdo it - decaciation
created by section 16 of P L. 1965, ¢. €5 (€. 17 :30104 .

13. Section 1 o P L. 1uTo, ¢ 217 (C. 17:22-6.144; 1s amended
to read as follows:

1.1 the eventibat a policy o~ canocled b Ui isuvel, ¢ither at
it own bebest or at the hebest of the agent ¢ hroker of record.
the unearned provs elnding e wib-aried conission shnl

he returned to 1l polieviolio s In the event tlat s

[awtomolile] iusurance oo con otor codecios otles 11 1 s

reqgicired to be tire T gonsaant to PoLoio020 0 20 (Co8 6 -]
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¢t seq.) 1ssued by thie automobile insurance plan established pur-
suant to P. L. 1970, ¢. 215 ((. 17:29D-1) or any successor thereto,
1s cuncelled by reason of nonpayment of premium to the insurer
1ssuing the policy or nunpayment of an installment payment due
pursuatit to an insurance premium finance agreement, the broker
of record for that policy may retain the full annual commission
due thereon and. if a premium finance agreement is not involved,
the effective date of cancellation of the policy shall be no earlier
than 10 days prior to the last full day for which the premium
paid by the insured, net of the broker's full annual commission,
would pay for coverage on a pro rata basis in accordance with rules
established by the comimissioner. (Contracts between insurance
companies and agents for the appointment of the agent ax the
representative of the company shall set forth the rate of commis-
sion to be paid to the agent tor each class of insurance within the
scope of such appointment written on all risks or operations in this
State except:

(a) Reinsurance.

(b) Life insurance.

(¢) Annuities.

(d) Accident and health insurance.

(e¢) Title insurance.

(f) Mortgage guaranty insurance.

(«) Hospital service. medical servier. or dental service eorpora-
tions, investment companies, mutual benefit associations, or fra-
ternal benciclary associations.

Said rates of conimission shal! continue in tforce and effect unless
changed by mutual written consent or until termination of =aid
contract as bereinafter provided. Failure to achieve =uck mutual
consent shall require that the agent's contract be terminated as
bereinbelow provided. The rate of commissions being paid on each
class of insurance on the date of enactment hereof shall be deemed
to be pursuant to the existing contract between agent and company.

Termination of any such contract for any reason other tLan one
excluded herein shall become cifective after not less than 90 days®
notice in writing given by the company to the agent and the Com-
mis<ioner of Insurance. No new business nor increases in liability
on renewal or in force business shall be written by tiie agent for
the company after notice of termination without written approval
of the company. Howevvr, during tlie termn of the agency contract,
includiny the said Y0-day period. the company <hall not refusc tv

renew such business from the agent as would be in accordarnce with
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rald company s current underwritine standards. The conipany
shall during a period of nine montl:s from the effective date of sucl
termination, provided the former agent has not beeu replaced as
the broker of record by the insured, and upon reguest in writing
of the terminated agent. renew all contracts of insurance for such
agent for sald coumpany as ma) be in accordance with said
cowpany s then current underwritin: standards and pay to the
terminated agent a conunission in accordance with the previous
agency colitract of the terminated acent. Said eonmnission can
be paid only to the holder of a New Jersev broker's license. In
the event any risk shall not meet the then current underwriting
standard= of said company, that company may decline its renewal,
provided that the compary <hall give *he teriinated agent and the
incured not less than 60 dav=" notice of its intention not to renew
=aid contract of ms=urance.

ThLe ageney tennination provisions of this act shall votara v 1o
those contracis i which the azent is padd on a ~alary ba~is witlont
commuission or where lie werees 10 represent exclusively one coi-
pany or to the temuination of an avent’s contract for incolvency.
abandonment. gross and willful misconduet, or failure to pay over
to the company moneys due to the corpany after his receipt of a
written demand thercfor, or after revocation of the agent’s license
by the Conunissioner of Insurance. and i any such case the coni-
pany shall upon reguest of the insured, provided he wmeets the then
current underwriting standards of the commpany, renew any con-
tract of msurance foruerly processed Ly the terminated agent
througl w. active azent. op directds pursualt tu such 1uies and
regulations as may be promuleated by the Conmissioner of
Insurance.

The Conmmissioner of Dizurance. on the written complaint of
anv person statine that there has heen a violation of this act,
or when he deems it necessary without a complaint. may inquire
and otherwise investigate to determine whetlier there has been
any violation of this act,

All existing contracts between azent and company 1 effect in
the State of New Jersev oun thie etfective date of thiz act are
zubject to all provisions of this act.

The Conumissioner of Iusuralice liay. o0 hie delvinmilios that a
company 1s in unsatistactory financial condition. exclud: ~uch
company from the provisiens ot this act.

Whepever under this act it is required that the company shall

renew a contract of in~urance. the rernawal <hall he for «

DU
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pertod equas o ooke adwittolad ters of the tern speciiied o the
original contract. but in no event to he less than [1] one vear.

14, Section 19 of P. L. 1983, ¢. 362 (C. 17:28-1.3) is amended
to read as follows:

19. Every liability insurance policy is<ned in this State on a
miotor vehicle  exelnsive of an antomohile a< detined in section 2 of
P. L. 1972, ¢. 70 (C. 39:6A-2), but including a motorcycle, or on a
motorized biecyele, insuring azaiust loss iesulting from liability
unpo~ed by law for todily injury, deatly, and property damage
sustained hy any person arising out of the owner<hip, opuration,
maintenance, or u~e of a untor vehicie or 1otorized bievele shall
vrovide personal injury p:'uiuothvm coverage henetits in accordancs
witl pocagrapts 300 silsection oot section dof PUTL 1072 ¢ 70
(C.30:6A-4), to pedestrians who ~ustaim hadily Injory du the State

caused by othe caaned e U etey vl T ap oy aneaized hieve s

or by being ~truck by «n ohject propelld b or from the motor
vehicle or mintorized hievele.

15. Section 1% of P.L. 19x3, ¢. 320 (C. 17:25%-1.4) 1= amended
to read as tollows:

18 Any msurer authorized (o tratsact or transacting autorobile
or miotor vehicle insurance husines- in this State, o1 controlling or
controlled by, or under conmmon coutrol by or witl, an insurer
authorized to transact or transacting insurance business in this
State, which sells a policy providing auntomobile or motor vehicle
lability insurance coverage, or auy similar coverage, In any other
state or in any provivee of anada shall inchade i ocael poliey,
coverage to satisfy at least the liahility insuranee requireinents
of =ection 1 of P. L. 1072, ¢, 197 (C. 20:0B-1) or sectio:n 3 o1

P.oL. 1672, ¢ T0 ¢, 39:0A-2), the unin~uwred .otorist insurance

‘requirements of subsection a. of section 2 of P. L. 1963, ¢. 385

(C. 17:28-1.1), and personal injury protection benefits coverage
pursuant to paragraph (1) of subsection b. of section 4 of P. L.
1972, ¢. 70 (C. 39:6A—4) or of section 19 of P. L. 1983, c. 362
(C'. 17:28-1.3), wlenewver the automobile or motor vehicle insured
under the poliey is uxed or operated in this Stute,

Any liability insurance poliey subject to this section shalli e
construed as providing the coversee required herein, and an:
named insured, and @y inagnediate fansily mewber as defued in
section 14.1 of P. L. 1983, ¢. 362 (C. 39:6A-%.1), under that policy.
shall B <ubject to the tort option specified 1n suisection Lo ol
seetion 8 of PP, L0 19720 ¢ Tu (L B0:6A-=,

Each insurer authorized to transact ov transacting automob:i,
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or motor velilclr insurance husiness in this Staie and subject to the
provisions of this section, shiall, within 30 days of the effective date
of thi~ amendatory and supplementary act, file and maintain witl;
the Departinent of Insurance written certification of compliance
with the provisions of 1his seciion.

““Auntomobhile’” means an automobile as defined in section 2 of
P. L. 1972, ¢. 70 (C. 32:6A-2).

16. Scction 14 of P. L. 1944, ¢. 27 (. 17:29A-14) is amended
to read as follow~:

14, a. With regard to all property aud casualty lines, a filer may,
fron, time to time, alter, supplement, or amend its rates, ratine
svatems, or any part theveof. by filing with the commissioner conies
of such alterations, supplements. o1 amendments, together with o
staternnt of the rea~on o reasons for such alteration, supplement,
Oy anemdioents n @ manter and with sucel Information as may be
required by the comndssioner, It suel alicration, supplin. 1. o
amendment shall have the eidect o1 inereasing or decreasing rates
the commissioner shall dotermiine whether the rates a< altered
thereby are reasonable, adequate, and not unfairly discriminator).
17 the comanissioner sLall & ternine that the rates as so alterved ar
not unreasonably high, or inadequate. or unfairly diseriminatory,
he chall make an order approvine them. If he <hall find that the
rates as altered are unrveascindiler inadequte, oy unfairly dicerim-
inatery, he shall i~<ue an ordor dizapproving <snch alteration, suj-
plesuent or amendent,

Lo(Daeted Ty amends et DU 1084, 0010

¢. If an insurer or ratine oruunization files a proposed altera-
tion, supplement or awendineut 1o 1s putils ~nsleln, Ol ALY art
thereof, which would result i a chanze in rates, the commissione
may. or upon the request of the filer or wpoir 1l icquist of the
Puhlic Advocate i fliose maticis aeitlin the jurisdiction of the
Oypjice of the Pullic ddcocate, Licison o Rate Conwsl, jinrsuan?

220 FE-7<i <hall. certify

fo cection 19 of P. L. 1974, ¢, 27 (107,
the matter for a hearing. The hearing <hall, at the commissioner's
discretion, be conducted by Liiosoli or 1o the Ufilce of Adwinistra-
tive Law, created by P, L. 1078 ¢. 67 (C. 32:14F-1 ¢t g ), as a
contested case. The following veguiveients shall apply to the
hearing:

(1) The hearing shall commience within 30 davs of the date of
the request or decision that a hearing is to be leld. The hearing

N

shadl e Dield ol ¢onseciive WOline Gavs, ¢XCe}™ ol Lo coll

sioner may, for good cause, waive the consecutive worsz di)
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requirenment. 11 the Livaring is conducted by an administrative law

audes the adinistrative Lo judee <hall sulo 't s fail

1

y
il

<~ and
recotimendations to the commissioner within 30 davs of tie cloze
of the hearine, The conyfs~ierer may, for vond cause, extend the
thne within wlieh the adnini<tmtive law judoe <hall cubmit his
findines and recon endations b ot eove than 20 davs, A deci-
~ion shall be rendeved Voo the comunissioner not iater than 60 days,
or, it lie has granted a 30 day extension, not later than 90 davs,

il

frow the clo<e of the Loon.. A diling shall be deened to be ap-
proved unles~ rejected o1 inodified by the eomrmissioner within the
time period vrovided herein.

(2) The conmuiss<ioner, or the Director of the Ufiice of Adinin
Istrative Liov, as approprinte. =Lall notity all interested pa.tiss,
including the Putlie Advocate on hehialy of insarance coniswminers,
0i the dite et Doy cotncticanont o tre Licaring, on the dite o
the fline of *7 oquest for a hearing. or within 10 day< of the
decision that a hearing is to he held.

{3) The in~nrer or rating organization makine a filing on which
a hearing is held =hall bear the cost~ of the hearine.

{47 The commissioner way promuleate rules and reculations
{a) to estahlish <tandurds for the ~uhmission of troposed Shnes
amendivents, additionz, delerions and” alteraticons to e rating
svstenm of filers, wiich mavoinclude Tors to he suhmittd 1o each
filrr: and (h) making such other provisions a~ he deem= neceszary
for effective lmplementation of this act,

d. (Deleted by amendnient, P Lo 10340 ¢ 1)

e. Tuorder to mects as closely as pos=ivle, the deadlines in <ot o
17 of PP L. 1983, ¢, 362 . 3U:6A-I0) for provisic of notiee of
available optional automobile Insuratce coverages por=uant 1o
section 13 of P. 1.. 1983, ¢. 362 (. 3G:6A-4.3) and <ectinn: ~ of >, L.
1972, c. 70 (C. 39:6A-8), and to nuplement these coverages, the
conuuiszioner may require the nse of rates, ixed by i in advance
of any hearing, for deductible, exclusion, setoff and tort limitation
options, on an interim ba~i=, subject to a hicaring and to a piovision
for ~ubsequent adjustment of the rates, by means of a delis credit
or retund retroactive to the efiective date of the interim rates. The
public Lieqvive on Initd vortes anplicable to the coverages avail
able mnder sretron 10 of Tl 30=00 0 02 0 ety 30 Gl
section R of DL L. 1972 ¢, 70 (¢ 2o~ Shall nor T Tiited 1
the provisions of '~ ction e of this <ection eoverning woaiges
N previonsly approved raies o1 8T 0le SVSLes,

17. Seection 6 of P. L. 1983, ¢. 63 (¢, 17:29A-351 is awended

to read as follows:
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G. a. A merit rating accident surcharge systen; for private pas-
servoer auioditobiles mav he used botl: 1, the voluntwry ke
and by the New Jersey Automobile Full Insurance Underwriting
Association created pursnant to scction 16 ot Po L. 1983, ¢. 65
(CO37:50F~4 0 No smielaoces oo dacaeg toony propeyty ~Lal’ by
imposed on or after the operative date of {his act, unless there i~
au accident within a tlnee vear period immediately preceding the
effective date of coverage which results in paviient hy the insurer
0f al least a 30000 prayn 2 donaee ey anvalvine an a0 fanh
accident or any puyment by the insurer of a hodily injury elaim
arising out of a collision of a privete passenger automohile with
o pedestrian, All monevs collected under this subcection <hall he
retayed byothe Inswrer asses~ing the <urcharge. Accident sur-
chavees ~Lall be impoced ior o threc vear period and shall. fo
cach floi, be unifory on a Statewide nusis without recard to
clas<ifieaton o1 territo,y,

h. Tiore is created a New Jepsov Merit Rovine Plon whiclh <hall
apvly to all drivers and <Lall inciude. hut not be Iimited to the
following provision~:

i1) (a) Plan surchar. o~ <hail Le Yevied, beslniing on o after
January 1.0 1984, by the Division of Motor Vehicles on any driver
wlho has accurulated, within the immediately preceding three vear
period. hecinning ox or after Pebynary 100 10530 <ix or mord

motor vehicle poiuts as provided in Title 37 of th. Revised

~ . R PO coo R la- C [P e .
STETRes, EXCUSIVe 06 aliy poiits Ton eolvicticls oy N

)

charces are levied und v povee 002 a7 this subsection: excep!
that the aliowance tor a reduction of points in Title 39 of the
Revized Statutes <hall nos applv for the parpose of detoranine
strcharges under this parawraph. Surcharges shall be Jevied for
each vear 1u which the driver possesscs ~Ix 01y were oints, Sur-
charges assessed pursnant to this paragrapli shall he not less thun
£100.0¢ for six points, «nd not les~ than £25.060 for cacl addi-
tional point. The commissioner may inerease the amount of sur-
charges as he deems necessary 10 clleciuate the purposes ot sub-
section d. of this seetion and 1", 1. 1vs2, ¢, 6) (¢, 17:28A-33 et al.),
and may. pursuant to regulation, permit the deterral of all or
part of anv surcharges authorized by tiis snbsection until ti.
end of the policy term of an wuiomoinle m~urance policy witn al
effective date prior to Wdanuary I. 19s3 upes  presentation of
appropriate evidence thai ab Isured oo~ abicic: pa.d an equiva-
lert sutviido BUeSINe J10n i S@s Dol Nenno o e

counviction.
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vhy (Deletedd Ly nnendiment, P L 1084, ¢, 1.

i2) Pl svvebarees <00 he Lo ed fon e vietions (o nnder
RS0 2004250 for violitions oonrving on or after February 10,
Tosloanet ohg wnder section 2 a0 UL 1081, e 312 (CL 304200 day,
or fov offenses eommitted in other fnvisdiesans of a syhetantially
sirilar yatore to those under RS0 20439 00 weetion 2 af P 1.
1931, ¢ 312 (€L 39400400, for violatiors oecurrine on or after
January 26, 1954, Surcharges undev this paragraph shall be levied
aunuaiy toroa three year pevied, and <fall Le not less than
$1,000.00 per veai for each of the first two convietions, and not les~
than JTO0000 pov veny for the thivd convietion ocemving within o
three yveor period. I a dviver i< convieed under both R S 39:4-50
and seetion 2 of PO TN 0 512 (0L 39:4-00.4a) for offeuses
arising ont of the same ineident the driver ~hall he assessed only
one ~urvcharge for the two o e <0 The connnissjoner may incrvas
the amount of surcharges: o= he dempns necessary to effectaate the
purnoses of subsection A, of thi- ~ortion and P. L. 1983, . 65 (.
17:20A-53 ot alo, and o wursnant to reculation, 1ermit the
deferral of all or any part of thes¢ surcharges as provided in
parazraph (1) (a) of thix =ubsection,

If, upon written notification from the Division of Motor Vehieles,
mailed to the laxt addres< of record with the division, a driver fails
to vayv a surelharee levied unider this subzection, the lernse of the
driver <hall he ~uspended fortiawith until the surcharge i~ paid to
the Division of Motor Vehiclos: except that wien satisfactory
showirg of i dizency, the Division of Moto; Velwiles may autho-
vizeo vavment of the ~urcharee onoan installbiont ha<is over o
period not to excerd 1 months,

Tor the purpose~ of this subparvagraph. —indizency ™ <haii be
defined in rules and rerulations vrommlgated by the Director of
the Division of Motor Vehiclex.

All monexs collectible under this sub-ection <hall be hilled and
collected by the Division of Motor Vehicles. Of the monevs col-
lected 10¢:, or the actuid o3t of III]o)[f?7f.<fl‘)‘i)lg the ol ting ar
the sarcharges el hiervey is leso R0 <hall Le remitted to the
New Jersey Automobile Full Insurance Underwriting Associa-
tion, and 21¢:F <hall be vetained. for aloinistrative oxpense<]
Ly the Division of Motor Velufos sond tiined over 1ot Seor
Treasury for deposit in a special account to he used 1y the Di-
vision of Motor Vebicles. as may be necessary. to naodennz
1t~ operations and improve its effectiveness and efficiency in ordo:

to discharge its statutory obligations ai d the reniaindey shall b
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roncdicd to the Now Jersey dutonobile Full Insurance Under-
Wriling Llssocia’con Any ooneys in thie special account at the
end of a fiscal year shall be transfeired to the General Fund
for use for general State purposes, Moucvs shall be appropriated
annually 1o the gpeci) decount

(3) In addition to any other authority provided in P. L. 1983,
. 60 (C.17:29A-35 ot al.i. the connmissioner. after cousultation
with the Director of tlie Division of Motor Veblieles, is spucitically
awthorized (a) 1o irecase 1 Jollar amennt of e =ureliarees
for motor velicle violations or convietions, (i) 1o h:pose, in accor-
dance with paragraph (1) () of thi- subscction, surcharges for
motor vehicle violations or convietions for which motor vehicle
points are not as~c<sed vedes Tithe 58 o7 the Reviced Statutes, ov
(¢) to reduce the nusiea of points tor which surcharees may e
assus sed below the Teved ]‘l(?\’i¢}*'4] in ]vii]‘ix.‘!“‘i]"]l (17 (ay o7 this
subsection, except that th deiiny amount of all surchary.~ levicd
under the New Jersey Mesit Ruting Pian <hall be nuniform on a
Statewide basiz for eacl #ier, withont regoard to classification or
territory, Surcharges adonted vy o commissioner oy or atier
Javuary 1. 1953 for motor velicle vinlotens or convietion. fo
which motor velicle points are 1ot assessable under Title 3 of
the Revised Statutes shall not be retroactively applied buat shad!l
take effect o thie date of tle New Jersev Recister in vwhieh notie:
of adoption appears or the eftective date set forth in that notice,
whichever is later.

¢. No motor vehicle violution suvclharees <hall b levied on an
antomobile insurance policy Issued or rencwed on or after Jan-
nary 1, 1984, except in accordance with the New Jersey Merit
Rating Plan. and all surcharces levied thereunder shull he
assessed, collected ard distrituted in accordas ¢ vt suisection h.
of this section.

d. The dollar amount of all motor velicle conviction surcharges
shall be at least equivalent 1 the (differential hetween tic rates
charged to msuveds as promuluatec by the rating hureau whick
files rate~ for the greate~t dann w0 ol dn-tror s o toe valuntoany
private passenger automobile insuran-e marker i thi~ State and
the Supplement T orates i wise as o Decenstor 210 1652 1 the
automobile insurance plan estabiizhed vor-uant 1o P, L1970, ¢. 215
(C.17:20D-1)5. and the aveeunt eollectilic viay o oo vilidel:
conviction surcharge svstemwn 1n u-e v othe suton:oLlls insuranlce
plavestallishe pavanans v o001 e T i

prior to the inplementation o 170 soetreNeopt s b 5t e
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Soowriting Association, the dolir amount of all 1motor vehicle swr-

charges shall be suffic.ent to eliminate the need tor imposition of a
residnal mavhet equilinatior Chavce sushorized under ~ection 29 of
oL 19830 ¢ 65 (€. 173018,

e. The Commissioner of Insnrance and the DRirector of the Divi-
sion of Motor Vehicles, s nminy be approyriate. <hall adopt any
rules and regulationis necessary or apjropriate to etfectuate the
Prcpeses wf s sectivi,

180 (New sectiond wo All rate fillngs subiitted with rezard to
automobile mmsurance required to e maintained by the provisions
of P. L. 1972, ¢, Tu (UL 50:0A-1 et ~¢q. ~hall Le oo format as
prescribed Ty rale oy yecnlition of the comrii-soner. The tormat
<hall vequire the roporting of Jata wileh the comnds<ion s Jeems
DeeessarT to e ook ternpination parsnalit to e 1envisions of
section 4 of . L. 1944, ¢. 27 (. 17:29A-3).

b The comnuissioner sha!l adopt the format required by sul-
section a. of this section within 1sU dayvs of the etfective date of
this 196 amendatory and ~uphicasentary act.

T i New cection) o That portion ef the cost of any exe ~»
medical expense claims paid by the Unsatistied Claim and Judg-
nient Fund pursaant to the provisions of ~ection 2 of 1L 1977,
¢. 310 (C. 39:6-73.1) which 1> attributable to accidents relmburs-
able under pelicies issued prior to the effective date of this act
~liall be apportionad woonz @l insnncds cecting verson dnjay
protection coveraze under either pavacraph (1 or (2) of ~ule
section b of <ection 4 of P. L. 19720 ¢, 70 1. 239640, 1 ac-
cordance with rules and reaulations provulzated vyt Connnss
~ioner of Insurance

h. That portion of the cost of any cxcess medical expense claims
paid by the Unsatisfied Claim and Judgment Fund which i at-
tributable to accidents reimbursable pursuant to paracraph (2)
of subsection h. of section 4 of P. L. 1972, ¢. 70 (C. 39:6A—)
after the effective date of tin~ act shall be apportioned among
insureds electine persona! niury protection coverage und-r para-
graph (2) of ~ubsection h. ot ~section 4 of P. L. 1872, c. 70 (L.
39:6A-1).

200 (New sectior) o, BEvery rotine system oy private pas-
senver antomobile comprehensive insurance coverau.s shall pro-
Vide oroappropriate seduction in prensun. whieh shall noam
ca~e he not le~= than 37, . and wihich shall be based on the insarer’s
or rating bureau’s actuar:al experience, for anuti-tiett devices
which ave approved a~ eliginle by ithe Commissioner of Irsurane:

by regulation.
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& b. No later than 150 duvs after the effective date of this act
9 every lnsurcer writing private passenger autommobile insurance iu
10 this State shall file the rate reduction required by subsection a.
11 of this section with tlic commissioner. Upon the approval of the

12 commiissioner. the reduction shall be applied to every ncew policy

13 or remewal policy of private passenger automobile insurance
14 isszued in this State.

1 21. (New section) a. Every rating system for private passenger
2 automobile insurance shall contain an appropriate reduction for
3 personal injury protection coveracc. bodily injury liability cov-
4 crage. property damuge coverave. and physical damage coveraze
5 for the successful completion, by the named insured or tlic prin-

G cipa! operator of the in~ured auton.obile, if otler thau the named

7 insured. of a motor velicie defensive driving course which is
& approved Loothe Divector of the Division of Motor Velicles. The
G reduction in prewdun: chorces <hal! be an amount justified by the

1 insurer’s or the rating hurcaun’s actuarial experience. and ~Lall he
11 available to the insured for a turce-vear period beginming with
12 tlie nest succeeding policy period alier the date of coinpletion of
3 an approved motor vehicle defensive driving course.

14 b. The provisions of this section shall not apply to driver train-
15 ing courses offered by driving schools pursuant to P. L. 1931,
16 ¢ 216 (C. 39:12-1 et seq.). or public. parochial or private school
17 driving education courscs. or to a Division of Motor Vehicles
1¢ Driver huprovauwent Progran reguired pursuant to Po L. 1065,
10 ¢. 201 (C. 39:5-30.2 et <eq.).

1 22, Section 23 of P. L. 1988, ¢. 65 (C. 17:30E-11, i~ amended

2 to read as follows:
3 23. The producer shall receive commissions on association busi-
4 mess in accordance witl: a schedule of conniissions promulgated

5 in the plan of operation. The schedule of commissions so promul-

¢ gated shall be desiened to serve and reconcile the following ob-

7 jectives: a. to encourage equal treatment of polievliolders in the
& association and the voluutary marxet: b, 1o nuninnze disincen-
9 tives to the placement of applicants in the voluutary market:
10 ¢ to stimulate marketing efforts in underserviced areas: d. to
11 provide reasonable compensation for services performned by pro-

12 ducers; e. to provide protection to thie producer of record withou:
13 a voluntary market company, upon the offer ol voluntary marke:
14 coverage to an association inzured: f. to provide for an equitabic

15 rate of cornmission for producers durine o transitUon eviod. s

16 the term of such period 18 deterinini by the board. No rate of

New Jersey State Liorary
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comiis~ian ~hall Le bess than 7 at provided pursuant to the auto-
mobile Insurance plan established pursuant to P. L. 1970, c. 215
(CL17:20D-10, as payallde as of December 31, 1951,

ot vt tlat o policy issucd by the vssoriation is cancelled
bareason of nonpayment of prencdwm or nonpayment of an tnstall-
nent poynceit due pursiant to oan Inserance prewuon finance
vgrcenecnd, e wnearited coainissicic dlall be retained by the asso-
ciation and the c¢fioctive ceocllotion date or the policy shall be no
ca o e 20 Aans polar Ao the Tt Ddl dev for ol icle e pie-
piiae patd Liotle ansured. net of tle producer’s full annual com-
mission, would pay for coverage on o pro rata basis.

23, Section 25 of P. L. 185, ¢ €3 U, 17:30E-13) is amended
to read as follows:

25. a. The rates used by the aszociation shall be the same as
thoss veed bt rativs Tareav s Lich £l rates for the oreatest
number of insurers tranzaetine private passenger automobile in-
surance in the voluntary marict in tuis Siate, ex et as provided
in subsectioin L. of this section,

U No luter thew 60 aons attor the efivctive date of this 1986
amcidlatory and ~oppleinciidary act the board shall establish and
shall subinit to tie commissioner for his approval, hase rates wi:ch
are ligher than those procid Jd for ar sabsction o, of This section,
whicl shall be applicd 1o policies covering uny autoinobile insured
Ly the associotion with a nrswed Gisared or principal operator who.
ai thee Hhoree yoors A0 0] oy gear to kD e tie rate Is o
Le applicalle, has coo o yoidnted 110 thoee characable accideits:
or (2) twe cl-rgealle wovidepts axd noaring violations for ahich
{hie vwener or operotor [ roeelred sl goints: or + 80 one charye-
vlle accident and woving viclations for ackich the owner or o6r-
ator has received 12 points.

24. Section 19 of P. L. 1974, c. 27 (C. 52:27E-18) is amended
to read as follows:

19. Division of Rate Counsel: jurisdiction. a. The Division of
Rate Counsel shall represent and protect the public interest as
defined in section 31 of [this act} P. L. 1924, ¢. 27 ((C. 52:27F-30.
in proceedings before and appeals from any Siate department,
commission. authority, council, azency or board chareced with the
regulation or control of anv husiness, indu~t:v or utility regarding
a requirement that the busiress, industry or utility provide a sor-
vice or regarline the Txin: of a rate, tolll fare or el nrue for o

S

product or service. The Divizion of Rate Counzel mav i e

[any such] these procecdings when the director determines that
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a discontinuance or cbange in a recuired service or a rate, toll,
fare or cliarge for a product or service is in the public interest.

b. Notwithstanding the provisions of subsection a. of this sec-
tirii, the Division of Rate Cowviisc! <lall Le prohibited from infer-
veniia i any proceeding mmvolving o motor vehicle iisurance rate
filing which results in an orevall rate decrcase for the filer; or in
niotor veliicle insurance rate filli = whicl contains a rate tncrease
whicl results in rates being 1estored vy to the level which had been
rreviously approved by the coniniissionor within 18 months of the
malking of the filing.

25. (New section) Every in-ure¢r writing private passenger
automobile insurance 1n this State, including the New Jersey Auto-
mobile Full Insurance Underwriting A=-ociation created pursuant
to section 16 of P. L. 19%3. ¢. 65 (C. 17:30E—4), <hall, upon the
cancellation of any sntoniobile insurance poliey required to be
maintained pursuant to the provision~ of P. L. 1972, e. 70 (.
39:0A-1 et ceq.), send to the Division of Motor Vehicles, on a form
prescribed by the division, a notee of the cancellation. together
with the licenve plate and regisivation numihers of the vebicle or
velicles insured by the polier. The division shall then notify the
person whose policy was cancelled that he shall be subject to a
finc of $300.00 and su~penzion of lis driver's Yeense if vroof of

In~urance is not filed witl the dlvision within 30 davs of the noti-
fication. 809 of anv fine collevto? o <uant to this cection <hall
Le Yorwarded to thie Now Jere-v Autoinohe Fol Insurance U
derwriting Association and 207, <hall be retained v the Qivision
1o defray its expensc-.

26. This act shall tuke effect immediately and shall remain in-

operative until July 1, 1987,

STATEMEXNT

This bill embodies the recommendations of the Senate Special
Committee on Autormohile Insurance Reform. Under the provi-
sions of the bill, the mandatory personal injury protection benefits
would consist of a £10.000.00 nedical expense benefil, Additional
benefits, such as wage loss henefits and essential services benefits,
would be optirmal, a= wonld vniinnited miedical benefie,

The bill provides for s tort threchold of &300.07 in place of
the present §200.00 hasic threshald amoun‘. and a verhal threshold
would be provided a< an optiona! threchald. The nrecent higher

dollar thresheld o) v would he eliminated.
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The LIl provides Tor oo oevival tee sehedule tor plvsiciaus,
whiclh would be established bv the Conmiss'oner of Insurance
on a regional basis,

Tie Dill prouibits the Pullic Vdvocate from ntervenine [u o
rate filing which results in un overall rate decrease, as well as
anyv rate filing whiel resnlt- in rates being restored to a level
which had been previou-ly approved within an 18:month period
of the filing.

The LI modides the prescit Lov which regulates nonvenewdd
of policies to pern:it limited nonrrenewal.

The bill reduces the amount of the merit ratine <urcharge-
which are permitted to he retained by 1. Iiivision of Motor
Veliicles, The hill alco increases the penalties for the failure to
maintain insurance coveraze. Producers’ cowmis:ions on JUN
business would he veonived to o 1 e

In addition. the bill would increase the number of autorobile
case: which are to he arhitrated Ty requirinz avbitration for all
cases of $20,000.00 or lex<. In~uvrers would be required to provide
diseounts on compreiensive coveruces for anti-ikelt deviees and
would be required to give discounts for insured- who take de-

fensive driving courses.

INSTRANCE—AUTOMOBILE
Amends the no-fan!t law in acemrdance with Sensca Snecia]

Committee on Automolile In<urance Reform report.
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SENATE RESOLUTION No. 61
STATE OF NEW JERSEY

INTRODUCED OCTOBER 2, 1986

By Senators LASKIN, CONNORS, EWING, McNAMARA, DORSEY,
DALTON, JACKMAN and ORECHIO

Referred to Committee on Labor, Industry and Professions

A Sexate REsortTiox establishing a commission to study manda-

tory motor vehicle liability insurance.

1 WgEerrss, The New Jersev Legislature adopted mandatory auto-

mobile lability insurance in 1972 as part of the establishment

[ N}

3 of the no-fauit syvstem; and

4 WagrEREas, In the years since tlie adoption of no-fault, there have

b been ever-increasing nwnbers of uninsured drivers in the State
as the cost of insurance inereases; and
7 WaEREss, As a result of the automobile insurance risk classifica-
8 tion svetem presently in use in the State, the drivers who pay
9 the highest insurance premiums are frequently those with the
10 fewest assets to protect and, therefore, the least in need of
11 liability coverage; and

12 Waxaereass, Because certain other states have seen fit to abolish
13 mandatory liability insurance, it would seem necessary for the
14 Legislature to reexamine the operation of the mandatory liability

15 system in this State; now, therefore,

1 Be 11 REsoLveD by the Senate of the State of New Jersey:

2 1. There is created a conunission to study the feasibility of elimin-
3 ating mandatory motor vehicle lability insurance in New Jersev,
4 which shall consist of "[tive]" *serven* members to be appointed
5 In the President of the Scnate as follows: two members of the
6 Senate. of different political parties, who shall serve during the

two-vear Jecislative session during which they are appointe’: one
EXPLANATION—Matter enclosed in bold-faced brackets [thus) in the above bill
is not enacted and is intended to be omitted in the law.
Matter printed in italics {/ius is new matter.
Matter enclosed in asterisks or stars has been adopted as follows:
*—Senate commitiee amendments adopted October 20. 19806.
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attoruey. one iepresentative of the insurance industry®; one msur-
i ok sawd Loned” Tleo” publie “[member}t tuicmbers®.
Vacancies in thie niembership shall be filled in the same manner as
tL oricinal appoimtment.

2. Tt shall be the duty of the commission to study the operation
of the present mandatory liahility insurance requirement for motor
velilcles in this State. and to study the feasibility, and the effect.
of eliminating that requirement.

3. The commission shall organize as soon as possible after the
appointment of its members and shall elect a chairman and a vice
chairman from among its members. The chairman shall appoint
a secretary who need not be a member of the commission.

4. The commission shall be entitled to call to its assistance and
avail itself of the services of emplovees of any Stute, county or
municipal deparunent, board, bureau, commission or agency as
it may require and as way be available to it for its purposes. The
commission shall further be entitled to employ counsel and steno-
graphic and clerical assistants and to incur traveling and other
miscellaneous expenses as it may deem necessary in order to per-
form its duties, and as may be within the limits of funds appro-
priated or otherwise made available to it for its purposes.

3. The commission shall report its findings, conclusions and re-
commendations to the Governor and the New Jersey State Senate
as soon as practicable, but no later than one year following the
enactment of this resolution.

6. The commission shall have all of the powers provided by
chapter 13 of Title 32 of the Revised Statutes.

7. This resolution shall take effect immediately and shall expire

one year after enactment.

INSTRANCE—PROPERTY AXND CASUALTY
Establishes commission to study mandatory motor vehicle liability

insurance.




SENATE LABOR, INDUSTRY AND PROFESSIONS
COMMITTEE

STATEMENT TO

SENATE RESOLUTION No. 61

with Senate commiittee amendments

STATE OF NEW JERSEY

DATED: OCTOBER 16, 1986

This Senate Resolution establishes a study commission to study the
feasibility of eliminating mandatory liahility insurance in New Jersey.
The commission will he appointed hy the Senate President and will
consist of two Serators, one attor:.cyv, one insurance industry represen-
tative, one insurance broker and two public members. The commission

shall report within a vear.
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SENATOR RAYMOND LESNIAK (Chairman): I would 1like to
start the public hearing. We are going to try to move things
along as quickly as possible today. We have a heavy agenda
after the public hearing, to consider all the bills -- and all
the bills will be considered.

1 would just ask those people who are going to be
repetitive of items that had already been testified to, to
please just summarize your remarks as quickly as possible.
That would certainly give everyone an opportunity to be heard
who wishes to be heard.

For the record, we are introducing a statement in
opposition to SJR-40, submitted by (indiscernible) Smith, whictk
has just been submitted to the Committee members.

I1s Ed Gaffney here? (not present) kd Gaffney is nc:
here. The next person is Mo Brown or Karen Kotvas who is going
to make a statement today.

MEMBER OF AUDIENCE: Yes.

ASSEMBLYMAN LESNIAK: I know you're not Karen, and 1
definitely know you're not Mo. (laughter)

KATE HARTMAN: 1I'm Kate Hartman.

SENATOE LESNIAK: She will be here, or you will be--

MS. HARTMAN: I will be making a statement on the auto
insurance, and she will be making a statement on
(indiscernible).

SENATOR LESNIAK: This 1is Jjust on the auto-- The
public hearing is just on the auto insurance. We will adjourn
the public hearing after everyone's been heard and then have a
regular Committee meeting.

1 presume that your going to summarize these prepared
remarks. The remarks will be entered into the record, since
they are rather lengthy and we've heard most of the arguments
at length. Right, Senator DiFrancesco?

SENATOR DiFRANCESCO: Yes. It's a challenge.

MS. HARTMAN: Chairman JlL.esniak and members of the

Committee.



SENATOR LESN1AK: Can you please address yourselves to
the specifics of the legislation -- we have your testimony --
the specific things in the 1legislation that you are either in
favor of or opposed to.

MS. HARTMAN: My name is Katie Hartman and I thank you
for allowing L.E.G.A.L. -- Lawyers Encouraging Government and
Law -- to appear before you today. We are a special interest
group of 3000 attorneys whose special interest parallels that
of the public. By that I mean, if the courthouses are closed,

lawyers would be out of a job. However, lawyers can get
another form of employment, not SO the quadraplegics,
paraplegics, and other victims. If the courthouse doors are

closed, they have nowhere else to go.

SENATOR LESNI1AK: Are these proposals 1in any way,.
shape, or form closing the courthouse doors?

MS. HARTMAN: Yes. The optional verbal threshold 1s
closing them.

SENATOR LESNIAK: Okay, to those people who choose to
close the courthouse doors to themselves?

MS. HARTMAN: Yes. What 1 worry about is that people
don't fully understand the ramifications of a verbal threshold,
even after taking-- And 1 don't really trust their insurance
agents to educate them highly.

With me today is Nancy Burns, who 1is a victim and a
client of one of our member firms.

$-2594 1is attempting to lower automobile insurance
rates for the drivers of New Jersey, for which the sponsors of
the bill ought to be commended. But it is doing so at the
expense of 1lowering benefits, reducing coverage, and taking
away one's right to sue, without giving anything in return.

We suggest a mandatory rate reduction. Go after the
profit sharing companies, not the drivers who pay the highest
rates in the nation and not the victims of auto accidents.

We suggest a mandatory rate reducticr. for those



insureds opting for the $500 threshold as well as those
insureds opting for the verbal threshold. And we especially
and strongly suggest a mandatory rate reduction for all c¢:
those 1insureds 1listed at the back of the final report of the
Senate Special Committee on Automobile Insurance Reform.

SENATOR LESNIAK: Well, don't we have excess profit
laws? Isn't that designed to do exactly that -- empower the
Commissioner to give rebates to the consumer for any excess
profits made by an insurance company, and doesn't that
~adequately take care of the problem?

MS. HARTMAN: The excess profit law is working in the
example of World Globe rebating maybe $2. However, look at the
four insurance companies that were asked by the Insurance
Commissioner -- who were making substantial profits-- He asked
them to reduce their rates and give money back, and they
outright said no.

You're catching it after it's too late. You take
preventive action rather than doing it after the fact and after
the people have already paid the rate.

SENATOR LESNIAK: Well, isn't that premature? 1 mean,
isn't the Commissioner going to go through a hearing process tc¢
determine what the actual rebates ought to be?

MS. HARTMAN: Right now--

SENATOR LESNIAK: 1 mean, isn't it premature to say
that it isn't working effectively?

MS. HARTMAN: Well, it's not working effectively in
the sense-- Look at State Farm who is arguing right now over
how much rebate should be rebated to those who opted for the
$1700 threshold. The Public Advocate says 35%; the 1nsurance
Commissioner says 31%; and they say 15%. And now it's tied up
in litigation.-

SENATOR LESNIAK: Is it better-- Is that process in
the Excess Profit Law the vehicle to determine that, or is the
legislative process the better vehicle to determine that?



MS. HARTMAN: Well, it's--

SENATOR LESN1AK: Who do you think is better equipped.
has the facts, will hear all the testimony, and have the
actuarial support on all sides of the 1issue to make the
determination -- the Legislature or the Commissioner?

MS. HARTMAN: The insurance industry has the facts and
they have not given it to them. They're the ones--

SENATOR LESNIAK: No. The question 1is, who do you
think is better equipped to make that decision, the Legislature

or the Commissioner?

MS. HARTMAN: If the Legislature could get the
information from the 1insurance 1industry -- and you do have
subpoena power - to find out how much are these options going
to save the drivers - For example, in the back of the blue

book that the Special Senate Committee put out, they have rates
they said they got from 1SO, and so forth. Now if that was the
information given to them, why shouldn't it be mandated?
That's the information that the Legislature got from the
insurance industry. Why wouldn't it be mandated?

SENATOR  LESNI1AK: You don't trust the 1Insurance
Commissioner to do his job?

MS. HARTMAN: I'm sure that the 1lnsurance Commissioner
is doing gquite the best Jjob he can. Unfortunately, his
Department 1is understaffed for the amount of work that they
have to do.

1'd 1like very much for Nancy to talk about her
experience. She was a victim of an auto accident. The verbal
threshold that 1is being suggested in this package does not
include fractures, soft tissue injuries, and those whose normal
activities have been interrupted for at least 90 out of the
first 180 days following their accident.

It's cruel to exclude from suit people who suffer
fractures, soft tissue injuries, and whose normal activities

have been changed and drastically interrupted. Such a person



is sitting next to me, and Nancy Burns would like to tell you a
little bit about her story.
N ANCY B URN S: Because of the no-fault law that we
have in on the insurance policy that we purchased, 1 consider
myself very lucky. Even though it's been a very bad experience
from my family's viewpoint, and from mine as an individual,
it's also been a wonderful policy -- which we knew we could
purchase -- that would help towards what has happened.

SENATOR LESNIAK: Are you talking about the medical --

the P1P side of it?
MS. BURNS: The medical as well as the no-fault.

My accident-- One of them was in May of 1980. 1
happened to be sitting in a car. I wasn't driving. I Jjust
happened to be a victim. I was a newly forming - -
self-employed myself. My husband was just starting a new job
several weeks later. We had two children in college and one at
home.

The second income was very important to us because of
the college expenses that we had. After the accident, 1 was

diagnosed as having soft tissue 1injury to the back, and it
remained that diagnosis for almost a full year.

1 remained in my-- My problems progressed to the
point that 1 was staying in bed 90% of the time, either in a
hospital or at home. Ultimately, my business had to be
dissolved. My husband was spending a great deal of time at
home with me because of my problems and because of the needs of
the younger child.

SENATOR LESNIAK: And vyou suffered economic 1loss
because of this injury?

MS. BURNS: Absolutely.

SENATOR LESNIAK: But this ©proposal, this wverbal
threshold, doesn't apply to economic loss, does it?

MS. BURNS: No, but with the added expense of an
injury and because no-fault picked up most of the bills, it

saved destruction within the family to our personal 1lives, to



our -- what were comfortable standards for us.

SENATOR LESNIAK: What I'm saying 1is, we're not
changing the law with regard to economic loss.

MS. BURNS: You can put a limit, a ceiling--

SENATOR LESNIAK: On the medical part of it.

MS. BURNS: The medical.

SENATOR LESNIAK: Okay. Well, I'm just trying to
approach one issue at a time. You say you're testifying on the
medical part, and then you say you're testifying on the verbal
threshold part.

MS. BURNS: Yes.

SENATOK LESNIARK: But you mentioned your economic
loss, and 1 just wanted to point out for the ‘record that
neither of those-- We're not-- This legislation doesn't

change either of those, does it?

MR. DAVIS: Only to the extent that you have to
purchase it. Now you have to take the option. You have to
choose to get rid of 1it. Under this bill, you'll have to

choose to take it, on the theory that a lot of- -

SENATOR LESNIAK: The income continuation benefits?

ME. DaAVIS: Right. E lot of people already have that
on their jobs.

SENATORK LESN1AK: But the income continuation benefits
under the current law are-- The mandatory is only $5000, isn't
it?

MR. DAV1S: Yes. 1t's only about $5200, and then you
can get, in section 10, higher benefits. So, that is still
there.

SENATOR LESN1AK: But the mandatory part of it is only
$5200. You're talking about a lot more than $5200, right? 1'm
talking about the economic loss.

MS. BURNS: Yes, sir.

SENATOR LESNIAK: Okay. But our proposals really
aren't substantially changing the economic 1loss part of it



only to the extent of making any economic continuation benefitcs

optional, which-- We're really only changing the $5200 part of
it. So, you really want to confine your remarks to the verbsail
threshold part and the medical part -- if you could. It's not
easy.

MS. BURNS: It's not easy to jump into one's life like
that.

With the 1limited medical, it would have severely
affected us. 1 far exceeded--

SENATOR LESNIAK: You would have had to go to welfare.

MS. BURNS: I don't even believe welfare would have
accepted it. It's that bad, and will be until my dying dayc.
1 have injuries, particularly to the bladder, that will be
problems and costly wuntil the end of my 1life -- which ¢
something you carn't place a price on, but if it had to come out
of my pocket or through my major medical, even then we wouldn't
survive. Mechanical means for elimination of the bladder,
costs me $1500 plus a year, just for the catheter. We're not
talking about the infections, and the medications, and the
doctors' appointments, or the tests that 1 have to endure on a
reguler basis in order to preserve the heslth of my kidneys.

1 do wear braces. 1 have been from not being able to

move anything below the waist, to a wheelchair, tc a walker, to

two crutches and, just recently -- in the last three months --
given up one crutch. I will always be considered as being
disabled.

SENATOR LESNIAK: Basically, your position is that if
we have an optional limited medical benefit provision, we ought
to have some kind of catastrophic injury fund to cover--

MS. BURNS: Absolutely. 1f it had not been for the
fact that we had unlimited medical funds available to us, first
of all, I would not have been afforded the opportunity to seek
out the best medical care for me and for my problems, nor would
I have been given the opportunity to seek the help necessary to



make me mobile again. My husband and 1 feel I would have been
a wheelchair victim for the rest of my life.

SENATOK LESNIAK: If you had not opted to purchase the

uniimited?
V MS. BURNS: Right, and not been able to take advantage
of it, and to place ceilings on it. That seriously would limit
anyone. 1 just can't conceive how anyone can survive what is a
so-called soft tissue injury, which mine is tied into.

SENATOR LESNIAK: Now you're talking about the verbal
threshold.

Can 1 ask you this?

MS. BURNS: Right.

SENATOR LESNIAK: Dc you know if, in fact, vyour
injuries would have been disqualified under the current verbs!
threshold -- the proposed verbal threshold in this legislation?

MS. BURNS: 1I'm told that they would. Yes, sir. 1It's
a frightening thing.

SENATOR LESN1AK: 1t is. The- - 1'm not so sure about
that, as to whether it would or not.

MS. BURNS: Originally they would have been, but by
the time- - If they awerded me the fact that it would not be
under that limitation, so much time would have passed by before
it would become obvious, that it was not what you'd call s
routine soft tiscsue injury. You know, it would not have done
me any good. The damage would have been permanent by that
time, and it would not be a reversible situation.

SENATOR LESN1AK: Any questions from the Committee?

SENATOR CARDINALE: Yes. 1If the limit were higher but
you had to copay. how would that change your attitude?

MS. BURNS: Not very much because 1 realize there are
expenses that you incur when something 1like this happens that
no one picks up the bill for. You can't even comprehend what
happened, so you're already under a financial strain from these
unexpected things, such as <clothing that you have to have



because of your therapy, or a special type of clothing you have
to utilize because of your health, or just routine things that
are necessary, that an insurance company wouldn't pick up, or
Major Medical wouldn't pick up.

It would still limit you as to how far you could go in
order to get the medical care that would put you back in the
best possible functioning health. You'd still be under a
serious financial strain, coupled with the fact that you're
under a strain already, emotionally and physically -- both the
family and the victim. It would have to be an awfully high--

SENATOR CARDINALE: So, you wouldn't trade off a small
copay on the first portion of your--

MS. BURNS: No, sir. 1 would not.

SENATOR CARDINALE: For a higher-- You'd rather see
the $10,000 limit?

MS. BURNS: No, 1'd rather see it remain the way it is.

ASSEMBLYMAN CARDINALE: But if that were not Yyour
choice, if your choice were a higher level of copay versus a--
I'm sorry, a higher level of ultimate 1limit-- Let's say, for
the sake of using a number -- $2%5,000 instead of $10,000, with
a small ccpay on the first couple of thousand decllars.

SENATOR LESNIAK: 1 think she testified that even--
Based on her testimony, even a $25,000 1limit would not have
been sufficient.

ASSEMBLYMAN CARDINALE: I'm asking her about a
preference. The reality 1s that probably, given the bills that
are here and where they came from, some kind of limit is going
to be imposed, and it's probably not going to be up intc the
stratosphere. Now, the question is, would you accept a higher
limit if it carried a copay with it, or would you rather have
the lower limit with no copay?

MS. BURNS: Well, apparently there's not a choice
there for someone that knows the real figures. I would have to
accept a higher figure with the copayment. It's certainly not



a desirable one, and it would seriously cause problems for the

average family. We're talking basically something that's
long-term. Anybody that requires a $25,000 ceiling on their
medical 1is a 1long-term victim, and you're making a double
victim.

SENATOR O'CONNOR: Mr. Chairman, I apologize because I
missed part of the testimony. This may have been covered at
some point. I received a telegram recently from the victim of

a serious head injury who indicated to me that the reduction of
this benefit to the $10,000 1limit will result in a $50 per
policy savings. 1s that true? Has anyone testified as to what
the actual savings will be?

SENATOR LESNIAK: Dale, the option-- What 1is the
option for the $10,000 -- the difference between the unlimited
and the $10,000 PIP?

MR. DAVIS: 1t is not as much as you think.

SENATOR LESNIAK: Well, how much? 1t's in the report.

MR. DAVI1S: 1 think it was around $40 or $50. The
reason is because some 90% of the accidents are under $10,000,
and the rest-- It's only that other percentage that goes over
that. Well, it varies by territory.

SENATOR LESNIAK: Well, what's a ball park figure for
savings on the PIP portion? Vince Serrati (phonetic spelling)
says it's in the back of the boock.

MR. DAVIS: 1It's in the back, Vince?

SENATOR LESN1AK: Vince, do you know the answer?

MR. DAVIS: Well, there's the examples.

SENATOR JACKMAN: It's $45, isn't itz

SENATOR LESN1AK: Forty or fifty dollars is probably-.

SENATOR JACKMAN: Forty-five, 1 think.

MR. DAVIS: It should be.

SENATOR O'CONNOR: All right. 1 don't have a
follow-up question anyway.

MS. BUKRNS: May 1 add just one point?

10



SENATOR LESNIAK: Surely.

MS. BURNS: To intensify this, my physical therapy is
$75 a day. That's for two hours. It's the same for me for two
hours as it 1is for you 1if you use a therapist for five
minutes. I'm not charged according to the time.

If there were a limit on this, 1 would have already
exceeded that by the amount of ©physical therapy that is
necessary. And if my major medical had to pick up, they alsc
have a varied 1limit on it. 1 would be out thousands of dollarcs
that 1 would have to come up with on my own that no one would
pick up.

SENATOP LESNIAK: You may ncot have even been able tc
afford to get the treatment.

MS. BURNS: Right, in order to be able to afford a
physical therapist.

SENATOR LESNIAK: Of course, if you had been injured
in another type of accident, other than an automobile accident,
you wouldn't have the unlimited coverage either.

MS. BURNS: But then 1 wouldn't have to contend with
the fact that somebody else caused my injury through

carelessnesc.

SENATOR LESNIAK: If you were negligently injured by
somebody other than by an automobile- -

MS. BURNS: The <chances aren't as great as with arn
auto.

SENATOR LESNIAK: That's for sure.

MR. DAVIS: About 30% of the present personal injury--

SENATOR LESNIAK: Okay, about 30% of the present PIlF
premium -- which on the average is--

SENATOR JACKMAN: One hundred and twenty-five to one
hundred and thirty dollars.
MS. BURNS: Thirty percent would be about $35.

MR. DAVIS: One hundred to one hundred and twenty.
SENATOR LESN1AK: Okay.

11



SENATOR JACKMAN: 1t's $120, so that's $40. 1 tolé

you $40.

SENATOR LESNIAK: Forty dollars. The Vice Chairmar
was correct. That's correct, 70% of the accidents are caused
by-- No, that's not true. Seventy-five percent of the suits

filed involve automobile cases but, again, but I guess probably
less than 50% of the accidents are caused by automobile.

SENATOR DiFRANCESCO: Usually if they have a serious
injury, and go into a hospital, and are there for a couple of
weeks, $10,000 goes ©pretty quick. Now, most people have
another insurance that kicks in, right?

SENATOR LESNIAK: Yes.

SENATOR DiFRANCESCO: Which is generally based on the

usual customary things.

SENATOR LESNIAK: Eighty percent, up to a certain
limit though. 1 don't know of any other insurance that
provides unlimited medical benefits that's available. I'm sure

there could be, but 1 don't know of any.

Okay. Thank you very much.

Tom Gurrera, Insurance Brokers of New Jersey.
T O M G URUERETRR R Mr. Chairman, Committee members, my
name is Tom Gurrera. 1 am the immediate past President and
current Chairman of the Board of the Insurance Brokers of New
Jersey, representing 16,000 licensed brokers in this State.

1 also own and operate an 1insurance agency 1in the
Essex County area. The 1BA represents not only the 16,000
brokers when we speak here today., but the many thousands of
employees that are working in our offices in the State of New
Jersey.

We are also the only major association that represents
the insurance buying consumer in the State of New Jersey. 1'd
like to make a distinction for you. An agent represents the
insurance company. We represent the people who come in to
purchase the insurance.

12



Mr. Chairman, we applaud you and the Committee for
your diligence in trying to bring about auto insurance reform
in New Jersey. We regret that we--

SENATOR LESNIAK: That means there's bad news coming
down after that. (laughter)

MR. GURRERA: Yep, that's-- We do regret that we did
not have an oppocrtunity to testify before the Special Senate
Committee on Auto Insurance Reform prior to the drafting of the
bill, S-2594.

There 1is one section, in particular, in this bill,
section 23, page 22, that will have an adverse effect upon the
consumer, our employees, and our ability to stay in business.

SENATOR LESN1AK: 1s that the  (indiscernible)
information part of 1it?

MR. GURRERA: Yes, it is. You Kknow exactly what I'm
going to say. (laughter)

SENATOR LESNI1AK: Just took a guess.

MR. GURRERA: We should record this and send it in.

This section deals with the method of payment to the
insurance producer on policies canceled for nonpayment of
premium. We ask you, Mr. Chairman and Committee members, that
the bill please be amended, and this section deleted from the
bill. Allow us time tc prepare a proper response and then meet
with you and the Committee members for further discussion on
this issue.

S-2594- -

SENATOR LESNIAK: Excuse me. L just have to make one
point. The Special Auto lnsurance Study Commission had lengthy
hearings over numerous weeks and months -- seven months -- at
which time there was plenty of opportunity. You weren't
-precluded from appearing before that Commission, were you?

MR. GURRERA: We were told-- Russ Bent (phonetic
spelling) represents us in Trenton. We were told thal we would

be given -
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SENATOR LESNIAK: ©Oh, it was invited testimony and you
weren't invited?

MR. GURRERA: We were told that we would be given an
opportunity to speak.

' SENATOR JACKMAN: You see, I told you, change your
mouthwash; you would have made it. (laughter)

MR. GURRERA: Thank you, Senator, we'll remember that
next year when we reform again.

SENATOR JACKMAN: You'd better believe it.

SENATOR LESNIAK: Oh, Yyes. But the way, this is--
And 1 say this mostly for the benefit of Senator Cardinale
because he's raised some very interesting proposals during the
course of our deliberations.

This, 1 am certain -- 1 know -- itg only the first of
other reforms that will be coming after this proposal. So,
when you say next year we will be talking about 1it, 1'm sure
that's an accurate prophesy.

MR. GURRERA: It is an accurate prophesy. 1
understand that more things will be happening, and 1 don't
understand how we can clean it up before the end of the year.

SENATOR LESNIAK: 1 can tell you right now you're not
going to be too happy about those either.

MR. GURRERA: 1 know that. We--

SENATOR LESNIAK: After speaking to the Commissioner.

MR. GURRERA: Some of the applications I have for
employment in my office, 1 filled out.

Where was 1 now? S-2594 will make insurance sales
more complex. It will take more time to explain the new
options mandated by the Legislature. We would have to explain
the new options to our existing policyholders, along with the
services we now perform, such as quoting rates, explaining
coverages, explaining the existing options in detail,
explaining medical deductions, thresholds, and so forth. We
complete the aprlications and various other forms mandated by

14



the Legislature. We collect the down payment. We bind the
coverage, 1issue the 1.D. card, contact the lien holder and the
auto dealer on the insured's behalf. We then submit the
completed information, with the down payment, to the insurance
company.

Our job is not finished. We have to review the policy
and 1look for errors. We have to <correct any errors that
exist. We then have to collect installment premiums for which
we do not get paid. We make policy changes. We take claim
reports. And we assist in the settlement of a claim. 1 know
that sounds boring, but we do it each and every day.

We also, by the way, arrange for renta! cars, and we
deal with body shops and doctors and attorneys on behalf of the
insureds.

I1f this bill 1is passed in 1its present form, all of
these services will be seriously —curtailed, ©perhaps not
performed at all.

At this time, 1 would like to give a brief overview of
how the fully earned commission -- or fully earned premium --
is critical to the survival of the producer. The average

premium that wo &are concerned with is in the $250-a-year area.

The down payment for this policy is $119. Cur commission on
this policy if it is not fully earned -- that 1is, 1f the
present law 1is changed -- will be $13.09. Now, remember, we

perform all the services that T mentioned previously. We would
earn $13.09 for this.

Approximately 25% to 30% of the policies that we write
are canceled for nonpayment of an installment payment. This
means that the commission we receive on approximately 30% of
the policies written in our office would be in the 3-1/2%
range. By the way, we would be working for 1less than the
minimum wage allowed in the State of New Jersey.

SENATOR LESNIAK: Can 1 ask you this? Who sets the
rate -- the percentage of commission you get? le that set by

the Commissioner?
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MR. GURRERA: No. The commission 1s mandated by the
law itself. It's a--

SENATOR JACKMAN: So what's the commission rate?

MR. GURRERA: Right now the commission rate is 11%.

SENATOR LESNIAK: Wait a minute. That rate isn't
mandated. The floor is mandated.

MR. GURRERA: The floor is mandated, I'm sorry. The
Commissioner has the ability to change the commission.

SENATOR LESNIAK: Now, if this law goes into effect,
isn't it a better procedure-- Or, don't you have the option of
going to the Commissioner and reciting those same figures that
you Jjust recited for this Committee, and saying, "We need ar
increacse in our commission"?

MR. GURRERA: All right, Senator. Let me say this,
and perhaps you've never heard this side of the argument.

SENATOR LESNIAK: I've heard every side of every
argument dealing with insurance for the last--

MR. GURRERA: Well, this one may be a little different
to you because you brought up the question.

SENATOR LESN1AK: (continuing) --nine months.

MR. GURRERRA: We considered that and we would prefer
to have a higher commission, and not have to fight the fully
earned battle every twc years. But the way the situation
exists today- -

SENATOR JACKMAN: Can 1 ask you a question?

MR. GURRERA: Yes.

SENATOR JACKMAN: You know, you're going-- Let me ask
you-- You're getting 11-1/2%?

MR. GURRERA: No, we're getting 11%.

SENATOR JACKMAN: Eleven percent of what, of the first
payment?

SENATOR LESNIAK: Of the full premium.

SENATOR JACKMAN: Oh, of the full premium.

SENATOR LESNIAK: 1Including factious, constant--
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SENATOR JACKMAN: What's the full premium?

MR. GURRERA: The full premium in the case 1
illustrated here would be $350 -- in this example.

SENATOR JACKMAN: That's the full premium?

SENATOR LESNIAK: You're not writing in Newark and
Elizabeth.

MR. GURRERA: Yes, sir. I was born in Newark. 1
still work there.

SENATOR JACKMAN: So, 11% of $300--

SENATOR LESNIAK: What has that to do with-- ls that
per year premium?

MR. GURRERA: We're taking-- The Newark rate, the
lowest rate you can have if you use all the options in the City
of Newark, 1 believe, is in the $367 to $387 area for an adult
driver.

1f you take Irvington and the surrounding areas, Yyou
can get your premium down close to $300 if you utilize the
options. 1Insurance is affordable and available if people want
to buy minimum liability.

MEMBER OF AUDIENCE: This is New Jersey.

SENATOR LESNIAK: Are you going to come up to
testify? (response inaudible)

MR. GURRERA: 1'd like to finish explaining.

SENATOR JACKMAN: Yes, but if you get 11% of $300,
it's $33 bucks in my count.

MR. GURRERA: No. But, Senator, here's the thing:
Today, if we get 11% of $350, we get $35-- What 1is it?
Approximately $38 commission.

SENATOR JACKMAN: Yes.

MR. GURRERA: And this particular section that we're
speaking about-- We will be paid only on the first premiurn
that's remitted to the company.

SENATOR LESNI1AK: No.

MR. GURRERA: And that would give us-
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SENATOR LESNIAK: No, that's not correct, You would
be paid only on the premium that is paid.

MR. GURRERA: Okay. 1 stand corrected. But,
normally, with the people that we're talking about we'd--

SENATOR JACKMAN: You are talking about a guy --
everybody. Do you mean to tell me that everybody pays the
first three months and then quits, and we have no more people
with insurance? _

SENATOR LESNIAK: His testimony is 25%.

MR. GURRERA: Senator, can 1 explain it to you? What
happens is- -

SENATOR JACKMAN: We've got more uninsured drivers
than 1 thought we had.

Mt . GURRERZ: No. l1t's not that bad. 1'11 tell you
about that. ,

SENATOR JACKMAN: Well then, that's why I was
wondering.

MR. GURRERA: Approximately-— What we're saying is
33% of these people will come in, they will purchase insurance,
they will buy the 1lowest possible policy, and now they can

register their vehicle. They use up two ¢r three hours of our
time -- maybe evern more than that. They will not make the next
payment. When they don't make the next payment, which is due
in two months -- if this bill is made part of the law -- we

will be charged approximately $38 back from that. We will earn
for this three or four hours work and the aggravation they put
us through, $13.09 which, if you want to divide it by three
hours, or whatever, 1s 1less than minimum wage. And that's
exactly what happens.

As far as uninsured motorists on the road, 1 do not
agree with 600,000 because what these people will do 1is, they
are not sophisticated, many of them, and they don't think.
They will buy insurance today. Their car is not on the road
for some reason. Instead of canceling their policy. getting
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their money back, and letting us give them back the commissior
-- because there's a reason why the car is not on the road --
they will just 1let the policy cancel. They'll get - insurance
again after the car 1is repaired. You see, but the thing is
we're doing all the work, and we cannot continue to do so if
this happens to us.

SENATOR LESNIAK: What is your commission on renewals?

MR. GURRERA: The commission on renewals is 11%.

SENATOR LESNIAK: You don't have the same Wwork on
renewals as you do when they first come in.

MR. GURRERA: Most of the time we have more.

SENATCF LESNIAK: Why is that?

MR. GURRERA: Why 1is that? Because the fellow is not
coming into the office to pay his renewal, and we have tc¢

contact him. First we send him a letter. He doesn't respond.
This 1is normal. We then make attempts to get him on the
telephone.

SENATOR LESNIAK: This is your business practice, to
get them to come in to you rather than go through--

MR. GURRERA: Yes. He may have sent his renewal
premium in. We finally get him intc the office. We review the
coverages with him. We want to make sure he doesn't have a--

SENATOR LESNIAK: But, meanwhile, you've already
adequately explained the coveragecs the last time, so you don't
have to go over that again.

MR. GURRERA: Senator, coverages change every year. 1
mean, 1 know what you're getting at, but the coverages change
every year.

SENATOR LESNIAK: Sso, you're saying that -- and you
testified before the Commissioner at hearings -- your work on
renewals 1is more than your work on origination, because he
doesn't believe it.

MR. GURRERA: I'd like to ask the people that don't

believe that-- 1'm not saying that holds true in every case,
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by the way. Let me qualify that.

SENATOR LESNIAK: I'm not talking about every case.
1'm talking thousands--

MR. GURRERA: 1In many cases.

SENATOR LESNIAK: Please. When 1 ask a question I'm
talking about the average case. I'm not talking about the
exception; 1'm talking about the average case. You're telling
this Committee on the record that on an average, your work on
renewals is more than on origination.

MR. GURRERA: All right, I would say on average then
it would be equal because I have to do just about the same
thing 1 did originally, and even more, to update the policy.
And when people do contact us on renewals because they need an
1.D. card and they get a Qquestionnaire from the 1insurance
company, and they want assistance in paying. And, by the way,
half of the people, or more, come into the office to renew
their policy, and at that time in my office -- and it's
documented -- we will sit down with them and review the policy
and the options again, line by line. And we also get the same
calls on the renewals from the lien holder, from the firm they
leased the car from -- whatever the situation may be. We have
to perform the same services.

In fact, you mentioned the Commissioner. 1 suggested
in front of the Assembly Committee approximately two Yyears
ago-- I invited them to spend some time 1in my insurance
agency, or any agency, if they would like to see exactly what
it is we do.

SENATOR LESNIAK: Do you know how many 1licensed
brokers there are in New Jersey now?

MR. GURRERA: There's in excess of 15,000.

SENATOR LESNIAK: Okay. How many were there five
years ago? How many were there before the actions?

MR. GURRERA: 1I'm sorry, before--

SENATOR LESNIAK: How many werc there five years ago,
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do you know?

MR. GURRERA: No. 1 would imagine less.

SENATOK LESNIAK: Lces. Okay. So, there are mli:Ic
people in the business now than there were before.

MR. GURRERA: Brokers with licenses?

SENATOR LESNIAK: Paul Samuelson tells me that means
it 1s a good business proposition to be a broker in New Jersey.
and that what the Legislature has done has not harmed the
economics of the industry so that less people are attracted to
joining the business.

MR. GURRERA: Well, there is money to be made in the
insurance business, but it's not necessarily to be made selling
automobile insurance. 1'm speaking for people like myself who
service an awful lot of residual market auto insurance. And we
service this insurance. 1 was going to get to that but ['ll
deviate from it. We service what we call -- and we picked the
word up from the Legislature -- the under-serviced aréas of the
State -- places like Elizabeth, Newark, West New York, Union
City, Jersey City, Trenton, and Camden. These are companies
(sic) that have been left behind by the large companies. They
have no presence in these under-serviced areas. They say that
they cannot make money in these areas. it 1s not profitable
for them to keep their agents in these areas.

We stay behind to service these ©people in the
under-serviced areas. We're doing it, and the only reason we
are able to maintain our business 1is because as independent
businessmen we work six (sic) hours a week -- we work
evenings. A 65 hour or 70 hour week is not unusual.

I see you're smiling, but you can call my office.
I'll be there.

SENATOR LESNIAK: No, you said six hours a week.
That's why I'm smiling.

MR. GURRERA: Oh, 1'm sorry. Well, you Kknow, it
emotional. I'm going to be put out of business here. l'm a

(]

little upset.
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SENATOR LESNIAK: The bankers work six hours a week.

MR. GURRERA: No. I'm a little upset, naturally. 1'm
confronted with having been in the business for 23 years and
having to go out and look for a_ job in the very near future.

. But, 1'd 1like to.finish this if I may -- if that's
okay.

A matter of-- I think 1 said that. When we sell arn
auto 1insurance policy, the consumer is contracting what is
legally to insure his automobile for one Yyear. Because he
decides to unilaterally avoid the contract by not paying his
premium, it means that we suffer an economic loss. 1s this
what 1s irntended by the law?

SENATOR JACKMAN: Without this 1law, you were getting
the full premium in the {irst payment?

MR. GURRERA: Yes.

oh, by the way, getting back to that thing of
increasing the commission--

SENATOR JACKMAN: 1Is that right?

MR. GURRERA: Yes, Senator Jackman.

But, getting back to the portion of the speech here
concerning the fact that we have an increace in the commission,
possibly, that's not fair to the —consumer who's buying
insurance in good faith. The way it's set up right now with
the fully earned commission, if, Senator, you were to come intc
my office and purchase an auto insurance policy, and if you had
no intention of continuing that policy throughout the year, and
we earned a $35 or $40 commission, you're the only one who
pays. But if this is taken away from us and the commissions
are 1increased across-the-board, then Senator O'Connor, who
bought insurance in good faith, would have to subsidize what
you did, and we feel that is not fair to the consumer, but we
would not turn down the offer. I make that clear if that was a
compromise.

SENATOR LESNIAK: Well, 1 didn't mske that offer.
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MR. GURRERA: Well, if it were coming as an offer, we
would accept.

The bill, as written, will seriously affect thousands
of Jjobs in those offices of those producers working in the
under-serviced areas of the State -- again, Newark, Jersey
City, Union City, and so forth -- and will most seriously
impact on the insurance buying <consumer residing 1in the
under-serviced area.

An under-serviced area is one referred to as an ares
left behind by the 1large insurance carriers, due to beinc
difficult and <costly to continue providing service to the
consumer .

When we first heard of the bill, we were very
concerned. We were upset. We knew that we would not be able
to continue to operate our offices.

1'd like to give you my personal reaction to this, and
this 1 can document. As insureds came into my office after 1
first was able to read a portion of this bill, 1 discussed the
provisions of S$-2594 with them. [ told them that | recalled an
editorial in 1985, in The Star l.edger that said that $10

million was being lost to the ccnsumer as the result of & fully
earned commission, and 1 told this to the consumer. 1
emphasized the fact that they were 1lcsing money. I further
stated that there are approximately 1.9 to 2 million vehicles
insured in the JUA, and that it was costing the consumer --
with a case of simple mathematics -- approximately $2.%0 a
vehicle to pay us for the service we perform.

1 suggested to the consumers that even if the figure
were $5.00 and this money was taken from the producer and given
back to them by way of reduction, as is suggested by the bil:
-- it doesn't say reduction, but given back to them somehow
through this bill -- it would mean that 1 would no longer be
here to service the policy. The reaction in all cases was the
same: This is not a large savings; it's not worth it; we feel
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that we do not want to lose the services of a neighborhood
professional. They appreciate the fact that they have ar
agency in their neighborhood. They don't have many
professional businesses in their areas now.

' SENATOR LESNIAK: If this law passes, you're going to
close -- turn your license in?

MR. GURRERA: Senator, I was going to bring it here.
1f it goes to the Assembly Committee, you will be there. You
know I've testified here in the past. 1 will certainly turn my
license in.

1 have a 46 year-old male in my office who happens to
be related to me. I told him today 1 made inquiries about a
job for him. |

I have two females working in my office, who will nc
longer be working. I also suggested they check the
unemployment office for benefits.

And, we had one fellow who worked for us part-time as
a broker, who moved to North Carolina a year ago. He wanted to
work full-time. We are not replacing his job. His job was
very valuable. He would come in each night and call people
when their payments were overdue and their renewzlic were late,
to try to get them into the office. That job we cannot replace
on the basis of what we see here.

And 1 am very sincere when 1 say this. My license is
up for grabs with this.

SENATOR LESN1AK: And you're Chairman of the--

MR. GURRERA: Insurance Brokers Association.

SENATOR LESNIAK: TInsurance Brokers Association of New
Jersey.

Are there any other insurance ©brokers that are
similarly situated to you who will turn their 1license in if
this bill is passed?

MR. GURRERA: Well, we had a discussion in the car on
the way down here, and there were three brokers in the car.
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There are brokers 1in here today who do not belong to the

Brokers Association who will tell you-- 1 believe I'm echoing
their sentiments here. They have also suggested to me théa:
they will be out of business. There is no way in the world

that you can service people in your office if you do not have
the people there to help them.

We have dozens of people coming into our office each
and every day. They make payments there. They come in. They
want to know why their claim hasn't been paid.

SENATOR LESNIAK: But you don't know personally of any
other broker who would be willing to go on the record and say
they will turn their license in when this bill is signed intc
law.

MR. GURRERA: Would any of you fellows back there--
Excuse me. Would any of you back there want to turn your
license in if they implement these law and reduce our income?

M 1IKE FANZAZZ I: 1 for one would be reluctant to
turn in my license. However, if it became a necessity because
I financially couldn't handle it--

SENATOR LESN1AK: Could you identify yourself, please?

MR. FANZAZZI1: My name 1is Mike Fanzazzi (phonetic
spelling). I'm from the Brokers Association as well, and what
I'm suggesting is, if our income is cut in such a fashion that
it doesn't make it feasible to be there, then 1 will utilize
every opportunity I have to survive -- Dbecause we're all
survivors 1in the city. However, it may become necessary o
eliminate it completely.

SENATOR LESNIAK: Right. That sounds like a statement
that I wouldn't quarrel over.

Yes, sir?

T OM DROSGSLA AND: My name is Tom Drosland (phonetic
spelling). I'm from Thomas Brokerage (phonetic spelling). 1
have five offices scattered throughout the State, and will have
to close some of them down due to the economic destabilization
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of this industry, and--

SENATOR LESNIAK: Wait. What economic destabilization
are we talking about?

MR. DROSLAND: Well, this. We don't know whether it's
coming or going. We don't know what's coming or going with the
State Legislature.

SENATOR LESNIAK: So, that why--

MR. DROSLAND: The fact is, I had 21 people who used

to work. We now have 12 people who work. We had to lay them
off. _

SENATOR LESNIAK: I don't understand. Why did you
have to lay them off?

MR. DROSLANUD: Lay them off? Because there's no
stabilization in this business, and you're probably going to--

SENATOR LESNIAK: 1 don't understang. There's no
stabilization in any business. What-- There hasn't been a

premium increase, for instance, in the State of New Jersey for
the last three years.

MR. GURRERA: Can 1 help you?

SENATOR LESNIAK: What stabilization are you talking
about?

MR. DROSLAND: Well, sir, the simple fact 1is, number
one, we don't have the market -- the proper markets -- to deal
with it. We should have homeowner applications. We also
should have umbrella policies. We can only sell auto insurance
because no other person is opening up their markets.

It's economically nonfeasible to continue in business
if 1 don't have other markets to do business with.

MR. DAVIS: Excuse me, Mr. Chairman.

MR. DROSLAND: Plus the fact that this is a voluntary
market.

MR. DAVIS: Excuse me, sir. Mr. Chairman, 1'm advised
that the microphones are not picking up the speakers from the
back of the room. They'll have to come up to the table.
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SENATOR LESNIAK: Okay. Thank you.

SENATOR CARDINALE: Mr. Chairman, may 1 ask a questiorn
of this witness?

SENATOR LESNIAK: Sure.

SENATOR CARDINALE: Part of the problem that you're
alluding to is one that has fascinated me over a period of time
because we've had similar testimony each time we've dealt with
this area.

The commissions that you earn are based on a
percentage of the full premium being collected -- a presumptior
that the full premium is going to be collected for a year's
policy., generally. Yet, that is broken down in payments by the

company.

Now, 1t occurs to me that when someone goes out to buy
a car, the car manufacturer -- unless they also have a side
financing company -- isn't giving people the right to pay for
the car in four installments over a period of a year. And,

therefore, that problem doesn't occur 1in other industries,

because most things -- if you're not going to pay for it right
away -- are financed, so you can pay for it over a period of
time.

Why is it that in insurance-- How has it come about

that in automobile insurance we have this kind of situation,
where people can, in fact, get the insurance card simply by
making the first payment, then never make another payment and
still continue to keep that card? 1sn't there something else
we can do in terms of either causing that insurance to be
financed by an outside company -- as is done with fire and with
many other policies that are extended over a period of time --
or issuing the card for a finite period that corresponds to the
period for which it has been paid, or any of & number of other
things? Why does no one approach that? 1s it not possible in
your business to do that, or is it too complicated to do it?
What is the reason why this has not been approached?
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MR. GURRERA: Senator Cardinale, if you recall
approximately four years ago, the Brokers Association held a
brunch meeting in Nutley. You were there.

SENATOR CARDINALE: Uh-huh.

MR. GURRERA: And at that time one of my pet ideas was
something you're suggesting. It was that in order to take the
uninsured motorist off the street, what we would suggest is
that when you buy your insurance you are given a sticker to put
in your car, similar to the inspection sticker. That card
would be color coordinated so that it would correspond with the
amount of money you paid. For example, if you paid for six
months, you would be given, for example, a red sticker that was
good for six months. If you paeid for two months, you would be
given a blue sticker.

Now, what would happen if this was done is, the police
would be able to identify all of these people who are avoiding
the law when they're shopping on Saturday up at the Willowbrook
Mall, for example, or the Hudson Mall, and you would get, 1
think, most of them off the road because you can identify them
without stopping them.

SENATOk CARDINALE: Would you not be getting them off
the road, but really giving them an 1incentive to pay their
insurance premiums so that they keep their insurance up to date?

But why not finance these premiums over a period--

MR. GURRERA: We can't finance these premiums.

SENATOR CARDINALE: Why don't you?

MR. GURRERA: We finance them with a premium finance
company. That, by the way-- We don't charge extra for that,
but that causes ucs to do a lot of extra work.

Now, the companies do not want to handle money nine,
and ten, and twelve times a year because it's too expensive to
do so, and I agree with them.

SENATOR LESNIAK: Can you turn down somebody who
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doesn't - - either isn't willing to pay the full premium or
finance the premium?

MR. GURRERA: According to the 1law, we must write
everybody who comes into the office, but he must have the
proper down payment when he comes in. But if the man has the
proper down payment--

SENATOR LESN1AK: Which is a quarter.

MR. GURRERA: No, 34% or 25% on the financing
agreement that we have with various finance companies. Some of
them might be even 1less. But we cannot turn down anyone Wwho
comes in who 1is within the parameters of the 1law, which is
A-1696. If he meets the «criteria established in that
particular law, we cannot turn him down, even if we think that
he is not applying in good faith -- that either he will not
keep the insurance policy or he's like these two people 1 have
files on here: he's up to some kind of insurance ‘fraud. 1
just brought these for an example to show you.

SENATOR LESNIAK: Well, would you then be in favor of
a change that required an applicant to pay either the entire
premium or finance the entire premium?

MR. GURRERA: We would like to loor into that, and we
would like to sit down and study it. 1T would not like to make
a decision at this particular moment for a lot of people whe
are not here.

SENATOR CARDINALE: But, there seems to be nothing
else in this world that you could buy a year's worth of and pay
one-third or one-quarter of the cost and get, essentially, what
is for many people the benefit of having bought the whole year,
and paid for the whole year.

SENATOR LESNIAK: As long as they don't get stopped by
the police- -

SENATOR CARDINALE: Right, as 1long as you don't get
stopped by a police officer.
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SENATOR LESNIAK: (continuing) --nor are in an
accident. '

Okay. Can you summarize your testimony, pleasev
Because 1 think we've covered the testimony.
' MR. GURRERA: Well, 1 think 1've said about-- I think
I've said just about everything 1 wanted to, other than I just
wanted to point this out to you: Every day in The Star Ledger
we read about enterprise zones in the cities -- creating jobs,
revitalizing the cities. 1 say to you if our income is reduced
and we are put out of business, not only do we 1lose Jjobs in
these city areas, but what happens is, there's no professional
insurance agents and brokers 1left in these vcity' areas tc
service the new businesses we're trying to attract to the areas.

SENATOR LESNIAK: You don't have any expert economic
analysis of the industry which would indicate that, other than
your own opinion and your experience -- empirical data will
show that this legislation is going to reduce employment in any
way, shape, or form?

MR. GURRERA: Do 1 have statistics that show that?
What kind of statistics? I gave 1you fiqures here. We

certainly in my office- -

SENATOR LESNIAK: Those figures are Jjust absolute
numbers. You don't tie that into any economic model that would
show that--

MR. GURRERA: Yes. I would lose-- In our office, we

would--

SENATOR LESNIAK: No, no. You don't have any expert
economic testimony to that effect?

MER. GURRERA: You tell me what it is you want, and 1'd
certainly be more than happy to get it for you.

SENATOR LESNIAK: Show me an economic model with
regard to the industry, and employment in the industry, and the
impact of this bill on it. We just really have your conclusion.

MR. GURRERA: Well, our conclusion is based on our
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experience. We know what we're earning. We know how many
people we need in a particular office -- in a given office --
in an urban area.

SENATOR LESNIAK: Yeah, but I don't have your
figqures. I don't have your income figures. You haven't shown
me your income and your expense figures.

MR. GURRERA: 1'11 be more than happy to provide you
with them. 1It's an open book.

SENATOR LESNIAK: For the record?

MR. GURRERA: Yes, sir. 1 will provide you with
them. 1 have nothing there to hide.

SENATOF LLESNIAK: No, it's not a question of hiding.

MR. GURRERA: Senator?

SENATOR LESNIAK: It's just & gquestion of being able
to analyze it.

MR. GURRERA: Senator, I would also invite you-- &As I
stated earlier, and 1've been saying it for many years, 1 would
invite you and the Committee members -- anybody in the room who
would like to know exactly what it is that we do -- to spend

time in our office.

SENATOR LESNIAK: Let me just make it clear why 1've
asked that question, because continually we know whether
it's-- Any type of legislation that we have that's going tc
have any impact on any industry, we hear over, and over, and

over again, "We're going to 1leave the State; we're going tc
close down the business; we're to close shops." We hear it all
the time.

I'm not saying that your position isn't correct. l'm

just saying we've heard it so many times, in so many different
instances, and it hasn't occurred. Unless we have real hard
evidence, it's difficult in any particular case to say -- for
us to draw any ©particular <conclusions without that hard

evidence.
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MR. GURRERA: Senator, 1 will get you these figures.
You know that we didn't have a full year in commission 1last

year. It was illegally taken away from us, and 1 will show Yyou
something that I think is quite remarkable. I'm not
embarrassed to do it. l1've been in this business for many

years and last year was the first time since 1've been in the
business that I had to borrow money to pay my own Errors and
Omissions 1Insurance, which was 1increased 400% without the
benefit of a claim.

SENATOR LESNIAK: I'm more interested in the bottom
line in terms of the accounting.

MR. GURRERA: But, I1'l1l] even show you the 1loarn
statement. 1'l11l show you whatever you want that's in my office
that 1 reported to the lnternal Revenue. 1s that fair?

SENATOR LESNIAK: They won't even sell us Errors and
Omissions Insurance, so--

Okay. Thank you.

MR. GURRERA: Well, somebody is making more errors
than us.

SENATOR LESN1AK: Thank you.

MR. GUREKERZ: Thank you.

SENATOR LESNIAK: Are Harold Easley and Wallace Les«
from the Black Professional 1Insurance Agents of New Jersey
present, please?

Do you basically agree with everything that's been
said by the previous speaker?

HAROLD EASLE Y: 1 have a little different story,
sir.

SENATOR LESNIAK: Okay.

MR. EASLEY: I'm Harold Easley, and I represent the
Black Professional Insurance Agents of New Jersey and several
other small and medium-sized agents appearing with me are
Thomas Jarusalena (phonetic spelling) whom you heard speak 1in
the back.
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T HOMA A S J ARUSA ALENA: Because of Affirmative
Action, I'm told to come here.

MR. EASLEY: We decided that this was such--

SENATOR LESNIAK: 1 was going to say, are you a member
of the Black Professional Insurance Agents?

MR. JARUSALENA: Yes, sir.

MR. EASLEY: Don't be fooled by the name. 171he reasor
that-- Let me just make it clear to you that the reason it's
named the Black Professional Insurance Agents of New Jersey is
because--

SENATOR LESN1AK: You service black areas?

MR. EASLEY: No, sir. 1t's because we couldn't get
involved on this 1level with some of the other associations.
So, the intent here 1ies strictly to bring up some facts. 1
think 1 have some of the information you were asking for from
Tom -- from the New Jersey Brokers. '

Let me just start by saying-- And 1'll make this as
brief as 1 can because I don't want to cover the same ground.
But, 1 have -- first -- to start with 1984, when the JUA was
instituted. We lost -- we brokers in New Jersey lost -- 35% of

our basic 1incorc because the surcharges were taken away

commissions on surcharges -- number one. That went directly to
the Division of Motor Vehicles for what? To redo
administration. To rehab their policies, and programs, and

buildings, and so on. So, we lost that money.

Also, during the same period, for the first three to
four months most of us had to finance our own operations with
our own capital because we weren't paid through the JUA --
because we didn't get our money.

The next thing you should know is that the 13% they
offered during that period was not a windfall to agents, by any
means. Please understand, because of the changes in the law,
because of the training that was necessary, because of the
study that was necessary, because you now had to contact each
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client, because you really had to do a whole lot of new things,
you really lost money in the transaction. The agents were
fooled when they thought they made money.

I1f you do the math -- which 1 can do with you sometime
-- you'll see that in itself lost us money.

1 d4id a study on behalf of the Black Professional

Insurance Agents that comprised the following -- or came from
the following places. These facts came from "Rough Notes" 1in
the industry magazine, "A.M. Best" -- which we all know of,
hopefully -- the 1980 census, some professional legal opinions,

and "The York Insurance Information Institute."

You asked for some figures, which I hope to get to in
a second. But first, let me say to Yyou that the urbar
community is generally afforded substandard coverage at the
highest cost, and we all know this because not only are they
never afforded voluntary markets for automobile insurance, but
they have to work through substandard companies in every other
-line -- from the Federal Plan, from the JUA, from surplus
lines, and from anything else.

SENATOR LESNIAK: The JUA coverage for autos 1is the
same as for the voluntary market.

MR. EASLEY: Well, it may be. I'm not guite sure. 1
think there are two policies that exist in this State, aren't
there? 1 think 1'm right because on January 4 it was changed
from the family automobile policy to the present policy.

But, the fact of the matter 1is that they're working
through a broker and our brokers, if you wunderstood the
hardship that we have in sustaining-- I have to question each
and every one of you if whether or not you could sustain, or
run your office, on a competent level, in a good location, and
pay the things that are necessary at 11%7? 1 don't think
there's one efficiency expert in this State that could tell me
you can run a business on 11%.

But, let me move a little further.
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SENATOR LESNIAK: Ken Merin thinks you could do it on
7% for renewals.

MR. EASLEY: Well, I can understand that. But, if we
were getting 15% as they do in the voluntary market, and 7% or
renewal, that's 22%. It all adds up the same.

But, let me go a 1little further. According to the
1980 census, there were 7.4 million people in the State of New
Jersey. In urbanized areas which consisted of areas that had a
population of 2800 or more, there were 6,200,000 ‘'x', and, of
course, there were b5.b5-- Not of ~course, but 4.5 million
residents were considered on the urban fringe. Of this, 1.8 of

these people were minorities. Urban brokers and agents service
alout  75%. Now, notice 1 said urban brokers, agents, angd
minorities. We could care less. This action transcends black

and white, suburban and urban as an economic issue.

Now, 60% of all insurance consumers in urbanized areas
and vurban fringe are serviced by urban brokers and agents
because if you take a look at it, most people do business where
they work. For instance, if we take a town that doesn't have
any industry, you'll find that their retail downtown hurts.

Al) right, 1'm going to go further guicker. 1'm going
to go into the numbers you asked Mr. Gurrera for. Let's take a
look at the -- a typical agent and our urban agent in this
situation. This information comes from "Rough Notes" agency
profit report from 1985 for the East Coast -- or the Northern
East section. We used a small agent or broker, and you should
know that his volume is $1.25 million, and our typical agent,
or broker "B" is $1.25 million. ln other words, they both
earned the same thing.

Take a look at some of these statistics. See if you
can visualize what I'm saying.

Homeowners commission: Our agent and/or broker -- and
we're talking about brokers now because most of us don't have
any markets -- earns about 10% on homeowners because he has to
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broker this through some agent who may be of a second-third
generation variety.

Auto Insurance is 11%.

Other personal lines are about 7.5%.

And other commercial is about 7%.

Our agent, who has voluntary markets, such as -- what?
-- the Allstate agents, Pru agents, State Farm agents,
second-third generation agents -- earns an average of 19% on
homeowners, 15% on auto, 16% on other personal lines, 1% on
commercial, or an average percentage of 15%, and our average
percent on earnings is 8%. If we go down to this--

What makes this very significant and to help get thece
numbers right for you, my agent broker -- +the person 1I'm
representing -- because he has no specific markets of his own,
at least 7%% of his business 1is done 1in auto insurance;
whereas, we take our agent "B," and only 28% of his income is
derived from auto insurance. Now, these figures are definitely
straight from the book, and 1 have copies.

SENATOR LESNIAK: What you're saying 1is absolutely
true, but it would appear to me that the remedies for that go
certainly beyond this legislation. You would agree with that?

MR. EASLEY: 1 would agree with that.

SENATOR LESNI1AK: Now, what about Senator Cardinale's
suggestion that we require either a yeer financing, or a year
premium? How would you feel about that?

MR. EASLEY: 1 could say that, first of all, you
should understand that the paperwork involved in the
administration of auto 1insurance far surpasses that in the
commercial lines and in the other areas.

1 also suggest if you take a look at the history of
finance companies -- auto premium finance companies -- in this
State, you'll find that they've gone out of business on a
continuous basis, and they've also been an administrative
nightmare to all concerned -- unnecessary and false
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cancellations, misappropriation of funds, but most of all--

SENATOR LESNIAK: How about Beneficial Finance?

MR. HEASLEY: (repeating) --but, most of all, creating
another tremendous amount of paperwork. Now, if we're having
difficulty surviving on 11% now, what would it be 1like? I
mean, every day we're adding something.

For instance, let me give you a good idea of what's
happening to us. When the JUA gave up this urban commission --
or when the legislation put it back, they had to figure out how
to get this money back. And what they've done is this: They
created more paperwork by taking advantage of a section of the
administraticn which says that you <can be —canceled for
non-cooperation. And cancellation for non—céoperation would
encompass such things as not getting a vehicle inspected, not
answering a request for information. And oftentimes you will
find that this information had been supplied to the insurer and
it's a make work situation, so that they cancel the policy and
pay on a pro rata basis as opposed to a full premium.

I'm only saying to you that the paperwork right now is
so humongous that it is beyond anybody's dream that is not in
the personal lines businescs.

SENATOR LESNI1AK: If it's canceled, then you don't get
the full premium?

MR. EASLEY: If you cancel for that reason. So, what
you'll find is that all of a sudden reinstatements are very
easy now. Before commissions were earned, reinstatements were
very difficult.

You'll find that before, when there was a request for
information, there was a lag. Now it might be about 15 times
the amount as requested, only creating more paperwork and, of
course, the ability to do work.

The insurance companies earn their money no matter
what. It's just less work for them. ln other words-- Let me
show you what I mean. 1 saw you squint a little.

New Jersey State Library
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SENATOR LESNIAK: No, no, no. 1'm trying to think of
a way out of the morass--

MEk. EASLEY: Am 1 speaking too quickly for you?

SENATOR LESNIAK: No, no. I'm trying to think of a
way out of the morass that you're painting.

MR. EASLEY: 1It's a very difficult problenm. 1 have to
agree with Mr. Gurrera, that 1if you take a 1look at the
communities that involved, there are no voluntary markets, and
you'll find that even though there are provisions under 17:30E
to provide service referral stations and centers, this will be
inadequate. It will have a devastating effect on communities
when there is no insurance. As we learned from the commercial
liability crisis, when there is no insurance, people do go out
of work. Industry will not come in, and it just won't happen.
You'll find that if you destroy the quasi-apartheid system that
they're using -- which is us for free. 1 mean, this is almost
for free. You'll find that you're destroying a distribution
system that was working good for them.

Last week when 1 was here, an Allstate person, Or
somebody representing them, said, "Look, they could virtually
care less about this administration as it stands because
they're making money." Anyone that has an insurance
background, and you should--

SENATOR LESNIAK: Is that what he said?

MR. EASLEY: They said, "Look, we're making money.
We're going to make money, regardless," 1is what they said. And
they are because they're locked into administration and service
fees, and they're locked into expense money and claims money.
If you or anybody in this room has any insurance background,
you'll recall some years ago when insurance companies said,
"Look, 1'm sorry 1 need a rate increase because 1 only want to
make 8% on my underwriting." Well, at this point, not only do
they make 8% and more, they don't even take any losses. So,
why not? This is a great system for them.
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SENATOR LESNIAK: The JUA you're taking about?

MR. EASLEY: Sure. 1 mean, just think about it. The
insurance companiees today can not take any sort of loss in thic
State. That's why they don't want a voluntary market. 1t's
more profitable than a voluntary market. They can eliminate
the indepehdent agent, or the small agent. I think this bill
is discriminatory too. 1 think it is to the detriment of the
public because we're not going to be here to service them. And
I think the entrepreneurial spirit that the Governor has asked
for is going to be gone. 1 think that those 1legislators whc
get 1involved, and hurt wus, and put the 1little guy out of
business, is only going to be in a for a great shock when this
whole industry -- the auto insurance industry -- 1is monopolized
by the Allstates, the Prudentials, and the State Farms.

1, for one, am in favor of the SR-61 going through --
that an insurance study commission be put forth, and perhaps
mandatory liability be abolished, because 1'm certain that the
current insurance companies that are operating the monopoly in
this State, and who dreamed up the JUA, do not want it to take
place. You'll even find them threatening you, saying, "We'll
leave the State," but they can't. Don't be fooled. They're
locked in with other lines and everything else.

SENATOK LESNIAK: 1 think one-- 1 know that, and 1've
told them that. But I think at least one of them is in favor
of nonmandatory liability.

MR. EASLEY: I1t's a good idea that we 1look into 1it,
and 1 think that perhaps those people-- You see, right now 1'd
venture to say that some years ago 1 thought it was strictly
against black people -- that we couldn't get companies. And it
was, for the most part. And we all know that.

But here, lately, under the current situation, it has
abolished all the lines. 1t is why Tom can sit next to me. 1t
is why 7om can talk to me. l1t's why we've decided to put
together a coalition and root out those legislators who are

involved in eliciting legislation to "screw" everybody.
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MR. EASLEY: We're going to take a look at the people,.
just 1like Jerry talwell did, and we're going to make certain
that those people do not get back in office again.

SENATOR LESNIAK: Well--

MR. EASLEY: So, you united us and 1 appreciate it.
But, more than that, 1'd venture to say 1 have statistics here
for you that are available to you.

SENATOR LESNIAK: I've got to say this. We will
listen to your views very seriously, okay?

MR. EASLEY: And 1'd like to be involved.

SENATOR LESNIAK: We are not going to be concerned
about your threats.

MR. EASLEY: Did 1 threaten you?

SENATOR LESN1AK: You didn't threaten me, that's for
sure.

MR. EASLEY: No, 1 didn't. 1 don't recall threatening
anyone. '

SENATOR LESNIAK: Well, when you talk about rooting
out legislators who don't do what you want them to do, that
sounds to me a little bit like a threat.

MR. EASLEY: Nc¢. 1'm not even threatening. What I'm-.

SENATOR LESNIARK: Just a little advice, if 1 may.

MR. EASLEY: 1 wouldn't threaten anybody.

SENATOR LESNIAK: Just a little advice, if 1 may. 1
don't think too many legislators -- certainly no Senators --
are going to vote one way or the other based on whether
somebody is going to try to root them out.

MR. EASLEY: I'm not interested in threats. All 1
want 1is an equal opportunity to compete, no more no less. 1
spend all my money. 1 got rid of every stock 1 own. My
savings accounts are gone. My children's trust funds are
gone. I had four offices, with 18 employees. 1 have two, with
six. And 1 would venture to say that there are people smaller

than me who are going to be devastated and knocked out. I
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six. And 1 would venture to say that there are people smaller
than me who are going to be devastated and knocked out. 1
think the public is going to be upset by it as well. And if
you felt that 1 was threatening you, I wasn't.

SENATOR LESN1AK: No, no. Believe me, in terms of me
personally, you can say whatever you want.

MR. EARSLEY: No. 1 came here--

SENATOR O'CONNOR: His nickname is Rambo.

MR. EASLEY: I came here-- (laughter)

SENATOR LESNIAK: You can say whatever you want. You
can--

MR. EASLEY: 1 came here with an olive 1leaf in my
mouth, asking you gentlemen to consider the poor little guy an?g
take heed that we are performing a service. There is nobody
that's going into Union City, Jersey City, Newark, 1lrvington,
Plainfield, or Atlantic City. Hey, this is not going to work.
Nobody knows the pulse of those communities as well. Nobody
else can stand the problems that they do. But, more than that,
11% is not a lot of money.

In reference to Senator Cardinale's suggestion -- or
question asking what do we do, 1 think it would be better if we
did 1issue an 1.D. card for the time frame for which you've
paid, with a small period in-between for the mail or something
else, which would allow you to do that.

1 disagree that anybody in this State should be
running around without insurance 1if they have the means to
support themselves.

SENATOR LESNIAK: And I'm sure the Division of Motor
Vehicles can adequately implement that program as well.

MR. EASLEY: Yes.

SENATOR LESNIAK: Well, anyway, believe me, vyour
testimony was well received.

MR. EASLEY: 1 have one more thing to say, and that ic
that in reference to SR-61 -- Senate Resolution 61 -- we would
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like to-- 1 think it calls for some Senators to appoint some
people. It calls for the Insurance Department to appoint some
people. It calls for the Governor to appoint some people. 1€
we cannot be one of the public members, or one of the industry
members, we would like to be an assistant or an alternate to
that committee, and perhaps participate on the ground level. 1
don't think you're really getting the picture from where the
little quys are coming from.

1 think the 1lobbyists with the money-- 1 think the
people that have the wherewithal to send people to deal with
you on a regular basis have a monopoly on it. And 1 think that
perhaps it may help if you get some people from the ground
floor to help one time. Thank you.

SENATOR LESNIAK: Thank you very much.

W A L L A CE L E E: 1] have a prepared speech here. 1
think one of the reasons the JUA is in such trouble is because
the insurancce companies are making exorbitant profits and
milking the fund dry.

The board of directors -- when it first started --
from the JUA consisted of 17 members, eight of whom were
employees of 1insurance companies. Also, the chairman of the
board of the JUA when it first started came from Continental
Insurance. And the general manager--

SENATOR LESN1AK: The chairman of the board now is an
insurance agent.

MR. LEE: 1'm talking about the very beginning.

SENATOR LESNI1AK: Now he's an insurance agent, isn't
he?

MR. LEE: He's now an insurance agent, but at the very
beginning he was a member of Continental 1lnsurance.

The general manager was also a member of the insurance
industry. He came from the insurance industry -- by the way,
Continental lnsurance.

Now, these Dboard of directors got together and
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petitioned the 1Insurance Commissioner, who at that time was
Commissioner Joseph P. Kennedy -- who also happened to come
from Continental Insurance - about their Commission, and thic
is what came down.

SENATOR LESNIAK: Joseph Murphy.

MR. LEE: Joseph Murphy.

The 1initial percentage on the total Associaticn

revenue -- this is nonmedical expense, okay? -- will be 10.9%
of the liability -- and that was changed to 19.5% on June of
this year -- and 11% for physical damage. Therefore, on a

$1000 premium, the commission will be, for the servicing
carriers -- the 1insurance companies -- $109.50. Hey, that's
all right. ©No problem. But, it had claim expenses too. In
other words, for all the money they give out, they get a piece
of the action.

SENATOR LESNIAK: We are going to look at the entire
JUA situation, well beyond this bill. This is not, as 1 said
before, the last word on the JUA. And we really have limited
time. 1 would like any additional testimony on this bill that
has not been adequately covered to date. You will have plenty
of time to vent your spleen on the JUA in the future, 1
guarantee that.

MR. LEE: Another thing, also. At one time 1 had five
offices in the State -- scattered throughout the State. And
because of the monopolistic control of the insurance oligarchy
in this State drying up the markets, we now had to go down tc
two. And that means I had to pretty much lay off 12 to 13
people.

SENATOR CARDINALE: I'd like to just pursue that a
little bit. 1 heard you say that from the back of the roonm.
The impression I get -- and correct me if 1'm wrong -- is that
you were in a service business where automobile insurance might
almost be considered a 1loss 1leader, or in some way an
attraction to get people into your office so that you could
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sell other lines of insurance, and that with those other lines
drying up, it has had this kind of adverse impact on your auto
business.

MR. LEE: Yes, sir.

SENATOR CARDINALE: And- - Okay. All right, 1
understood you properly then.

MR. LEE: I would just like to submit this report to
the Committee so that you can take a look at the figures you
asked for on what it costs to run an agency. The profit margir
and other things are in here, and 1'd like you to have it.

MR. DAVIS: 1'11 make copies and send it to the
members. Thank you.

MR. LEE: Thank you.

SENATOR JACKMAN: (For the Chairman) Thank you.

Stanley Van Ness?

S T A NUL E Y V A N N E s s: Senator, 1'd 1like to
introduce Sheila Reilly, Assistant Corporation Counsel for
State Farm Insurance Company in Bloomington, 1llinois. Sheila
is here to help me fill in some of the gaps in my knowledge.
1'm sure that it wouldn't surprise you gentlemen if Yyou
discovered that there were certain gaps.

Without trying to go over everything that we've said
in a filed statement and in a letter, which 1 took the libertiy
of addressing to each of you in the hope that we would be on
the record should this hearing be too long to accommodate us
today, or should you have chosen not to continue hearing
testimony which you might consider to be redundant-- We sent
that letter.

To summarize our position, we start out with a
commendation of the Dalton Committee. When 1 got into this
business about a year and a half ago, 1 read everything 1 could
find to read about some of these issues that have been plaguing
the members of this Legislature for the last 10 years.
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1 believe that the exposition in the Dalton Report ics
the clearest exposition of the problems facing the auto buying,
insurance buying, public in the State. And 1 found it toc be
extremely helpful to me, and 1 think it will be helpful to the
general public and, 1 believe, to you gentlemen as well.

We do take some-- We have some quarrel with the
extent to which the recommendations solve the problems after
they've been defined. For instance, we believe that the
discussion of the JUA -- the history of that -- is fine. We
believe that the Committee, in recognizing the need for a
two-tier system within the JUA goes a long way towards helping
the problem, but it doesn't solve the problem. It's a good
first step, and really not much more than that.

We would ask you, in considering the amendment to the
JUA, to establish a two-tier system that you consider including
within that second higher-paying tier, not only the bad or the
irresponsible driver but those drivers who are in groups that
we can reasonably classify as being a higher risk -- those
people who have not had insurance for three years preceding.
This is a conclusion which obviously impacts on the youthful
driver, but the facts are there: The youthful driver has a
higher accident rate and, hence, causes more expense to the
overall system.

We think that there are other suggestions that you've
made on the revenue side of the JUA that are good, but 1 repeat
that all of them taken collectively will not solve the enormous
problem of the deficit that's mounting in the JUA. And whether
you look at that from a statutory insolvency basis or whether
you 1look at it from a cash flow basis, 1 think everyone
recognizes now that there will be a time in the not too distant
future when that Association will not be able to make -- to pay
the claims that are submitted to it, unless there are some very

serious and important changes made in its structure.
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The Chairman has indicated that this is not the be all
and the end all of your considerations of the JUA. 1'm sure
that's the case and we hope as those further deliberations go
on, we will have an opportunity to participate as well.

On the question of the maintenance of the no-fault
system, we're very pleased that the Legislature has decided
that is the way to go. 1 can say that both institutionally and
personally. We were around in the o0ld days when we did not
have a no-fault system and found that maybe 30% or 35% of the
people who were injured in automobile accidents were not able
to pay their medical expenses or have any kind of income
continuation. So, we think that the system is good, and we
think that the Dalton Committee recognized the essential
problem there, that is one of lack of balance.

The Department of Transportation, in considering the
no-fault laws around the country, concluded that the New Jersey
system was the worst with, on the one hand, unlimited medical
benefits and, on the other hand, with the $200 tort threshold,
which was the lowest in the country.

SENATOR LESNIAK: What about the person who is
extremely, seriously injured who has the $10,000 1imit?

Mk. VAN NESS: 1 hadn't quite gotten to that point
vyet, but we think that is a way that you can balance. It is
not the way that we have suggested the system be balanced. We

have suggested that the 1institution of a mandatory verbal
threshold is the best way to balance it.

On the one hand, you have a benefit; on the other
hand, an expense.

SENATOR LESNIAK: Well, how much is that going to save
the policyholder?

MR. VAN NESS: Well, Senator, it will vary from
company to company, from book of business to book of business.

SENATOR LESNI1AK: A ball park figure, on an average.
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MR. VAN NESS: We testified before the Assembly
Committee that on State Farm's book of business, it would save
-- on the bodily injury portion of the premium -- about $55% c..
average across the State.

SENATOR LESNI1AK: And how about the Dalton propossl
for the optional verbal threshold?

MR. VAN NESS: That really hasn't been costed out, to
my knowledge. 1 don't think that we have attempted to cost out
the savings. We don't know how many people would opt for one
cr the other. I1f we continue the experience that we've had up
to date, with the $1700 indexed 1level, 1 understand about 22%
or 23% of the people have opted for that.

SENATOR LESN1AK: What is the savings on that option?

MR. VAN NESS: From the $200 to the $1700? 1 believe
we're still arguing with the Department of lnsurance about what
that savings should be.

SENATOR LESNIAK: Well, you say it is--

MR. VAN NESS: We say it should be about 15%.

SENATOR LESN1AK: Which in dollar figures is--

MR. VAN NESS: 1t would be about $25.

SENATOR LESNIAK: And the Department of Insurance is

saying?

MR. VAN NESS: It should be about 31%.

SENATOR LESNIAK: Which is?

MR. VAN NESS: Which will be twice that, 1 suppose --
$50.

SENATOR LESNIAK: Fifty-two dollars. So, according to
the Department of 1lnsurance -- Ken Merin, the Commissioner --

the savings on the $1700 option is $%52?

MR. VAN NESS: Yes.

SENATOR LESNIAK: And you're saying that the savings
on the mandatory threshold is $55.

MR. VAN NESS: Yes, that's our-- Our figure is based
on our book of business. '
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SENATOR CARDINALE: 1f the same proportions, Senator,
held true in terms of their estimate versus his, you'd have to
double thet for what Merin would probably estimate as the
verbal.

MR. VAN NESS: We haven't heard his estimate on it.

SENATOR CARDINALE: So, you're talking $110.

SENATOR LESNIAK: No, it's also not accurate.

SENATOR CARDINALE: Probably. Because that probably
comes out to more than the policy costs.

SENATOR LESNIAK: I'm sorry for that.

MR. VAN NESS: Well, you mentioned the medical
benefit, and you <can balance -- or probably introduce some
balance into the system by reducing the benefits. We recognize
that. As 1 say, it is not the option that we consider to be

most preferable.

SENATOR LESNIAK: The balance 1is dollars and cents,
isn't that what it is?

MR. VAN NESS: Yes. But on one hand you're taking
away a benefit. On the other hand, we think you're taking away
an expense, although by opting for the $500 threshold as
opposed to the verbal threshold, we think you're missing an
opportunity to save money which is an expense to the system and
not a benefit, Now, 1 know that's an arguable point, but
that's the position that we take.

SENATOR LESNIAK: OKkay. Any gquestions?

SENATOR CARDINALE: Yes, 1 do. State Farm has done
something about the issue we were talking about before -- at
least 1 think you have. Now, most of your auto policies you
issue on a six-month basis.

MR. VAN NESS: Yes.

SENATOR CARDINALE: And do you require people to pay
for those up-front on the six months, or do you have a staged
payment available?
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MR. VAN NESS: 1'm not sure. Sheila, can you answer
that question?

SHETILA REILULY: 1In the voluntary market?

MR. VAN NESS: 1n the voluntary market? (speaking to
Senator Cardinale)

SENATOR CARDINALE: Well, either.

MS. REITLLY: Everyone has the four payment in the JUA.

MR. VAN NESS: Yes. In the JUA, everyone has four
payments.

SENATOR CARDINALE: 1 see. So that--

MR. DAVIS: That's for the servicing carrier. They're
not the insurer; they're the servicing carrier.

SENATOR CARDINALE: All right. Where you have this
six month policy -- if that's in the voluntary market -- doesc
everyone pay their policy up-front?

ME. VAN NESS: It would have to be paid then, yes.

SENATOR CARDINALE: They do pay that. You know,
they're billed and--

MS. REILLY: We have a monthly payment plan, but 1
don't know if it's available for our voluntary market in New
Jersey. 1 can get you that information. 1 don't know the

answer tc that.

SENATOR CARDINALE: All right. [ want to ask you the
same question from an insurance company's perspective. You
know, l1've asked it of the agents. But from your perspective,

what would be the problems, or how would you 1look at a
requirement that people only, first off, get the card -- the
insurance <card -- for the period of time that they have
actually paid, wunless they have paid through a borrowing
program of some sort where they're responsible to a financial
institution rather than, you know, to your company or to an
agent?

MR. VAN NESS: Well, certainly, we have a compulsory
insurance law on the books here, and if you have the law, 1
think people should be encouraged to comply with the law.
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So, a sticker system would be something that we
wouldn't be opposed to, but we'd have to point out that--

SENATOR LESNIAK: Are you familiar-- 1 mean, that's
been tried in other states and failed.

4 MR. VAN NESS: I know. 1 was getting ready to say it
hasn't worked in other places -- in Kentucky, for example.

SENATOR LESN1AK: An absolute administrative
nightmare. I'm certain that our DMV, currently, is not
competent in any way, shape, or form to be able to handle that
additional 1load. We're talking about millions of stickers.
You know, your idea has a lot of merit in the abstract. When
you bring it down to the- -

SENATOR CARDINALE: You're not talking about millions
of stickers at all.

SENATOR LESN1AK: It sounds simple, doesn't it?

SENATOR CARDINALE: No. You're just talking about a
slightly different method of payment.

SENATOR LESNI1AK: 1 would suggest -- quite frankly,
again, to save time because we're not going to deal with that
suggestion today -- that you speak with Dale, and we'll get
some information to you on some other states who have tried and
failegd. Maybe we can 1improve upon it, find out where they
failed, and work it out. We're not going to resolve it today,
though, at this hearing. 1 would ask that we--

SENATOR CARDINALE: No, but we're taking-- ln all
seriousness, we're taking testimony on how these changes 1in
payments impacts on brokers. And what 1'm suggesting is that
we change not only that but we change something else.

And, forget about the stickers because I don't really
think the stickers are the right approach. What 1 think is the
right approach 1is, remove the requirement that they issue

policies to people who have not fully paid. And we should
cause people to, in some form, pay -- whether it's through a
financing plan that is separate and apart, etc. -- so that we
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never have uninsured drivers out there who have an insurance
card sitting in their car that says they're insured for a
certain period of time. They've got a sticker on their
windshield which really already says 1if you've got your
inspection, you're insured for this coming year. Because we
make that a requirement when the car is inspected.

And, by coordinating those things and putting them all
together in one package, we don't have any more work for Motor
Vehicle to do, and at the same time we don't have uninsured
motorists around and we solve the problem of these people
getting canceled on commissions that they haven't earned, and
so forth.

SENATOR LESNIAK: Well, I think what we ought to do is
form that into a specific question and get comment from the
Department, get comment from the industry and the brokers and
agents, and maybe you just wrote yourself a bill.

SENATOR CARDINALE: 1'd rather see it in this bill,
Senator. 1It's-- We ought to try to do something comprehensive
instead of piecemeal.

SENATOR LESNI1AK: You know, the Special Auto Study

Commission labored for seven months on this particular bill. 1
don't think in one afternoon we're going to be able to -- or
two afternoons -- improve upon it that much.

But, Senator, 1 will give you my commitment to take
that up whenever you're prepared to do that, and any other
matters with regard to the JUA or auto insurance.

MR. VAN NESS: There are some other amendments that we
proposed that are contained in our filed testimony, which we
would commend to your attention.

1 would like to say one--

SENATOR LESNIAK: Could you summarize that? Are they
technical or substantive?

MR. VAN NESS: For instance, in section 6 of the bill,
we believe 1you should drop the policy of <compensating
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out-of-pocket expenses caused by auto accidents once, and once
only, and repaying the setoffs that are now in 38:68-4.3.

Section 9 of the bill spells out the provisions
regarding 1income continuation. We think that it would make
sense to amend that section to make it clear that the 1income
continuation is for five years in the employment -- or the kind
of activity that one 1is engaged in -- and then after five
years, look to whether one would be actively employable in any
activity.

MR. DAV1S: In the bill that's before us, that's not
any different than the law is now.

MR. VAN NESS: No, we're suggesting an amendment.

MR. DAVI1S: So, you'd be suggesting we change the
present law. |

MR. VAN NESS: Yes, we're suggesting an amendment to
the present law.

SENATOR LESNIAK: 17That's for another day.

MR. VAN NESS: On the question of discounts for the--

SENATOR LESN1AK: VUDefensive driving course.

MR. VAN NESS: The defensive driving course, for
instance, we think the law ought to read that it be clear that
the principal operator must be the one that takes the defensive
driving course, and not -- as it might be construed -- that the
owner of the car, who might not be the principal driver, would
also get the benefit. There would be no 1logical connection
between that training and the operation of the vehicle.

The one close to home, 1in section 24, we recommend
that the role of the Public Advocate be limited to situations
where the rates are being reduced. We had enough trouble when
1 was around there, dealing with those situations where the
rates were being increased. And it seems to me that if the
rate is going down, if it's a question of insolvency resulting
from it, that's classically the role of the lnsurance
Commissioner to deal with that. I1t's just a reduction in the
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MR. VAN NESS: Yes. In Section 24, there's a
prohibition against the involvement of the Public Advocate in
those situations where rates are being reduced, and I believe
it's an 18 month period of time. We think that the Section
should read "a 24 month period," and the Public Advocate not be
involved where the rates are restored up to and not beyond a
prior approval of the Commissioner.

For instance, if the Commissioner has approved rate
action and it's reduced, and then the insurance company seeks
to return it to the upper level--

MS. REILLY: But not all the way.

MR. VAN NESS: But not all the way--

MR. DAVIS: The language says that.

MS. REILLY: 1It's only if it's going to be restored.

MR. VAN NESS: Only if it's going to be restored.

MR. DAVI1S: It says restored up to the level.

MR. VAN NESS: Up to the level, okay.

MR. DAVIS: which means that it can be anywhere
in-between.

MR. VAN NESS: In-between? All right, that's an
interpretation problem we have then.

MR. DAVIS: As a matter of fact that is written in
because we changed that before it was put in.

SENATOR LESN1AK: We have the same interpretation with
regard to the principal driver as well. The way you're reading
it, it could be either.

MR. VAN NESS: 1t could be either.

SENATOR LESNIAK: That's the way 1 read it too.

MR. DAV1S: Well, the way 1 read it, the named insured

or the principal operator of the insured automobile, if other
than the named insured--

MR. VAN NESS: 1If other than the named insured.

MR. DAVIS: Which means that it's either going to be

the named insured or--
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MR. VAN NESS: 1f other than the named insured.

MR. DAV1S: Which means that it's either going to be
the named insured or--

SENATOR LESNIAK: Why wouldn't it just read, "by the
principal operator of the insured automobile"? Why wouldn't it
just read that way if that's what you want to say? That's what
a judge is going to say.

MR. VAN NESS: That's what we would suggest.

MR. DAV1S: Yes. 1 think it says the same thing, but
that's fine.

SENATOR LESNIAK: I mean, if you can say it that way,.
the judge is going to say, "Why didn't you say it the other
way?" The only other reading it could be is that it's
(indiscernible).

MR. VAN NESS: 1 think on the operative date of the
bill, we would recommend that it be changed to 120 days after
reenactment, and that the bill provide for a roll-on at renewal
time, so that there isn't a master flood of mailing on the
operative date. 1In other words, it would stage the
implementation of the bill.

The others, 1 think, are of a more technical nature
and we'd be pleased to sit down with staff and go over any of

those.

SENATOR LESNIAK: Why don't you do that. 1 have a
funny feeling that there may be some amendments coming down the
road on other bills that may affect this bill. Oh, no. Not
really.

SENATOR O'CONNOR: Well, we can work that out.

SENATOR LESNIAK: We can work that out. I'm sure we
can.

Why don't you work that out with staff for future
action?

MR. VAN NESS: 1 think that really concludes our
prepared testimony. 1'd be pleased to answer any questions you
might have.
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SENATOR LESNI1AK: Are there any gquestions? (no
response) Thank you very much.

Elmer Matthews or Wes Caldwell, you're waiving vyour
right to testify today? (indiscernible response from audience)

Testimony that has been submitted for the record will
be included in the record.

Barbara Scheffel, Medical Costs and Rehabilitation.
Barbara, you're going to--
BARBARA S CHEVFVFETL: Talk fast.

SENATOR LESNIAK: You're going to echo the testimony
of L.E.G.A.L. with regard to the--

MS. SCHEFFEL: 1 don't think so.

SENATOR LESN1AK: Okay.

MS. SCHEFFEL: You introduced Christopher TLynch. He
is also going to testify with me.

Mr. Chairman- -

SENATOR LESNITAK: Can T have some quiet in the room,

please?

MS. SCHEFFEL: Mr. Chairman, Committee members, my
name 1is Barbara Scheffel. 1'm a Certified Rehabilitation
Registered Nurse. 1 am also a Certified Insurance

Rehabilitation Specialist, and I sit on Board of Directors of
the National Head 1lnjury Foundation.

1 represent the New Jersey Affiliation for Medical
Care and Rehab, which 1is a coalition of individuals and
organizations that are interested in assuring that New Jersey
drivers have appropriate medical care and funds for
rehabilitation.

We've reviewed Senate Bill 2594, and we're
uncomfortable with the $10,000 cap. We have also made a point
of studying other states that have no-fault and who have
limited medical coverage, and we're deeply concerned about what
will happen to the drivers in this State who are seriously or
catastrophically 1injured. Ten thousand dollars doesn't do a
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whole 1lot medically. I have handed you an outline, and 1'4d
like to go through some of these fiqures very quickly.

We're dealing with the DRG Code here in New Jersey
which should make things fairly simple for us as far as
knowing-

SENATOR LESN1AK: Can we stipulate for the record that
this Committee realizes that there are numerous catastrophic
injuries that will 1involve over the $10,000 coverage --
substantially over the $10,000 coverage? 1 think our figures
have shown about how many-- What percentage is $10,000 or
below?

MR. DAVIS: Around 95%.

SENATOR LESNIAK: Ninety-five percent.

SENATOR CARDINALE: I think it would be helpful to ask
this witness if she agrees with that.

SENATOR LESNI1AK: Well, those- - I[t's not a Qquestion
of agreeing or not. Those are figures that are really--

MS. SCHEFFEL: I1'd love to know where they came from.
You know, I'm not questioning you but really we tried to find
the same sort of figures because we heard that the last time we
were here.

SENATOR LESNI1AK: From Jjust about any 1insurance
company. 1 mean, their figures are given to the Department. T
mean, that's easily established. I think those are pretty
accurate. Certainly, you don't have any figures to the

contrary?

MS. SCHEFFEL: No, 1 don't. 1'd like to try to get
them, but we've not been able to, to date. But 1 think the
issue, too, is that if things that are fairly common injuries
in motor vehicle accidents are the kind I've given to you in

the 1list there -- compression, fractured pelvis, fractured
tibia -- are all running close to, or well over $10,000 on a
DRG Code. That does not include the ©physicians or the

therapies, etc.
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1 also would 1like to tell you that one month of 24
hours a day registered nursing care 1is $16,800. College
Hospital in Newark, if there's anyone in any kind of serious
condition, demands R.N. care 24 hours a day because they don't
have the nursing staffing.

Physical Therapy three times a week for three months
is $1620.

SENATOR LESNIAK: What you're saying is 1if anybody
takes this option it's probably an unwise choice?

MS. SCHEFFEL: The $10,000? Yes.

SENATOR LESNIAK: I was going to be a little more firm
on that but--

MS. SCHEFFEL: Well, 1 think too-- We have also
communicated with people 1in Pennsylvania, and 1 also do
casework in New York. A $50,000 cap on a serious injury -- the
insurance company sits back and may just as well sign a check
for fifty grand and give it to you. They don't care about what
happens to the individual.

SENATOR LESNTAK: Well, they're paying the bills,
right? 1t's not that they do care or they don't care. 1t's
really just--

MS. SCHEFFEL: They're doing what their policy says.

I agree with that. Certainly. But also, 1in the ©State of
Pennsylvania -- which went from unlimited medical to a $10,000
cap two years ago -- it was devastating to the people who were

seriously injured.
SENATOR LESNIAK: No doubt.

MS. SCHEFFEL: There 1is no system. They've got a
catastrophic fund that kicks in at $100,000, but that $90,000
in-between-- One of the points that 1'd like to make is 1 do

work with major medical insurance.
SENATOR LESN1AK: Pennsylvania has a catastrophic fund
that--
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MS. SCHEFFEL: That comes in at $100,000. But, for
that $90,000, if the individual has chosen not to purchase $100
in auto coverage, they're on their own.

Major medical insurance companies have rigid
guidelines about what they will or will not pay. You had said
earlier 80-20, and that's the general. They will pay 80; you
will pay 20. Some things they will just disallow completely.
They will <certainly not pavy for home modifications for
wheelchair accessibility. They will certainly not pay for
vehicle modifications for wheelchair and/or hand controls. And
I think that-- Certainly, 1 don't want to take the time and go
through these case studies. And your point is, too, that there
may not be as many of these people. But my concern is, what
happens to them?

SENATOR LESNIAK: We recognize that.

MS. SCHEFFEL: I think it may be false economy to
suggest that the individuals <can't afford the unlimited
medical. If that's true, how could they possibly afford the
medical care that they're going to need?

1 would like to know from the insurance people in the
room what percentage of the drivers of New Jersey take the
options that are now available to them -- 1like the 1increased
wage replacement. Does anyone have figures 1like that? My
concern is--

SENATOR LESNIAK: Yes.

MS. SCHEFFEL: Okay. We deal with the people after
they're injured. 1 can tell you that almost 100% of the people
1 have ever dealt with that are covered by New Jersey no-fault
have not known their coverage. They do not understand what
they have. When I say to them, "You have unlimited medical
coverage; you don't need to be concerned about your medical
bills," they look at me 1like 1'm crazy. If they don't know
what they have now, how are they going to know how to deal with
options?
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And 1 think it really puts a burden on the agents.
Not that that's my problem, but for an agent to have to explain
the different options to people who are more concerned about a
premium dollar cost saving, how are they going to give them the
information about what they're giving up for a couple of
dollars in savings on the premium? I think that's a very deep
concern.

I would like to introduce Christopher Lynch -- and not

take any more of your time myself -- who has been through a
catastrophic injury.
CHRTISTOPHER L YN C H: My name is Christopher
Lynch. 1 was injured about seven years ago. It was a workers
compensation case but, nonetheless, the emotional and financial
responsibilities that come at the end of the -- no matter what
your coverage 1is, are pretty much the same, one way or the
other.

At the time, 1 was employed by an interior design
firm, which is a family-owned firm. 1 was struck by a
1000-pound roll of carpet. But, since that time--

SENATOR LESN1AK: Excuse me. Can you please be guiet
in the back? (speaking to audience)

SENATOR JACKMAN: Hey, close the door.

MR. LYNCH: Since that time, 1 have gone through
rehabilitation, vocational rehabilitation -- everything that
could possibly be tied in with this.

1 was very fortunate. 1 had good coverage. 1 was
able to respond quickly and get back to being a working member
of the public, which 1 think is of the utmost importance here.

You've talked about all the types of coverages that
are available. This $10,000 cap, in my opinion, is almost a
joke, really. There are so many people that will never accept
the coverage with the idea of saving $40 to $49 on their
policy. that it is just absolutely ridiculous. 1 think we're
going to be caught in a major crisis in this State if it's

allowed to go through.
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People have no idea what their coverage is. They say,
"I have major medical." That's fine. In my own case, it was
over four vyears. And I will grant you that this is a 1low
figure for a case of my type, but it was about $325,000 --
about $200,000 in medical, which is ©071, P71, ADL, operations,
whatever was necessary. It «cost about $70,000 in home
modifications alone, which would never be allowed under a
$10,000 cap. You'd be out the door without it.

To put anyone who has done any kind of construction or
who knows anything about it nowadays-- Just to put a single
room on, or to go in and do minor construction on a home today
is $25,000 or $30,000, let alone the extensive work that may be
needed because most homes are about as well set up for a
wheelchair as most public buildings are -- horribly.

1 know there's been a great movement in the State and
in the country in the last few years to try and rectify this
situation, but the fact is that unless you own a ranch home at
the time you're injured, you're going to need some kind of
1lift, which is a minimum of $10,000, probably, to get you up
and down a set of stairs, or whatever. And let's face it, a
ranch home is not the average home in New Jersey, by any means.

The point about whether or not the aid is going to be
available to you in terms of vocational and-- Let's remember
that. If people are on a $10,000 cap and they choose that,

well who's going to pay for that at the time they are over
'$10,000? It's kind of robbing Peter to pay Paul, to use the
0ld expression. We're going to be taking money, it's going to
reflect back on DBR, on Medicaid. Major medical certainly will
pick up some 1in some cases. Some people's major medical
policies won't cover even the beginnings of what it is going to
cost for someone to go through a major rehabilitation.

Now, I'm only a paraplegic. These numbers double,

triple, quadruple, when you talk about a quadraplegic. I'm at
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least-- I'm able to get back. 1 live on my own. 1'm an

independent individual. A lot of people rely on -- for the
rest of their lives -- 24 hour-a-day aides.
Just to have a van modified can cost $30,000 -- just

for the modifications on the van. Where do people come up with
this kind of money? There's only so many Elks Clubs, and Lions
Clubs, and Shriners, that will go out and buy these things for
people, and these injuries are happening every day.

So, when we go back to DBR and Medicaid at the same
time, even though we might be saving them a few dollars on the
policy at the beginning, it's going out through taxpayers'
dollars and it's going into agencies that are not able and not
equipped to set up and handle these catastrophic cases.

Medicaid -- although they've made great strides over
the past few years, 1 deal with them every day. They are in no
way capable of handling these types of cases. They do not have
the least idea of what's going on.

Barbara here operates a company where she's a rehab
insurance nurse. She was a nurse. She goes out now. She is
hired by the insurance companies, for the most part, to do case
management for people. Now, if the insurance companies were so
good at it themselves they'd be doing it with their own
people. They're hiring outside people.

She will save them an enormous amount of money because
she will get the people the care they need at the time they
need 1it. And if I can just go into that for one moment, the
timeliness of the care you get is so important-- 1f you talk
to any doctor involved with rehabilitation at all, there's this
magic number of two years they always throw to you. Any return
you're going to get after an injury or paralysis, for instance,

you'll get back within two years. That's true 90% of the
time. Unfortunately, 90% of the time no one gets any return.
But the people that do get it, that's great. But it's very

important that they have the proper care at the proper time.
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If you are taken and not put in a rehab hospital right
off the bat-- 1 do a lot of peer counseling. 1 get calls in
the middle of the night. People that are injured that know of
me: "My son was injured. My daughter was injured. What
should we do?" The first thing I tell them is, "Get them out
of the hospital they're in and put them in a rehabilitation
hospital where a minimum amount of damage will be done and the
proper care will be given right off the bat."

You lose 3% of your body strength a day laying flat on
your back. I was in and out of the hospital in three and a
half months, and that's just about record time for getting out
for in injury like this. Normally you'd be talking nine months
to a year.

1 didn‘t like the place. 1 wanted out. 1 wanted back
on my own. Not to mention, at the same time, we're talking
about auto insurance here where most of these people have gone
through a windshield and kissed an oak tree someplace, or
something of that nature, and they have major complications
with their-- just perhaps their spinal cord injury. So, it's a
long time just to get them stabilized enough where they can
even think about putting them into a rehab situation.

But if you go through Medicaid or DBR, you can be in
for six months of waiting time. Every time that you're not
doing rehab you're going downhill, and it's that much longer.
So for every day you lose, it's like losing three days. You've
lost a day's worth of strength. You don't get to work that day
back for another day. and then to gain where you should have
been the other day, it's a third day. So every day you lose,

you're going further and further down. And 1'm not talking
about a matter of days here. It could be matter of a year for
somebody. So in one year, they haven't lost a year's worth of

rehab; they've lost three years worth of rehadb for where they
should have been at that time.
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1 sit in a wheelchair that's about a $2000
wheelchair. Now, people think "Oh, you get a wheelchair
through Medicaid." Sure you do, you get some $300 or $500
piece of junk that would be the equivalent of taking a pair of
size 20 Army boots and walking around with them all day long.
1 don't think you'd enjoy it. It's not practical. It totally
keeps your mobility down. It makes you not even want to be
seen in public. I sit in a chair where-- I sit across from
you and people don't even know I'm in a wheelchair when I first
meet them. It's a big difference. 1It's a great lift for a lot
of people who need the emotional boost in order to get out

there and face people, which they may not have been able to do

beforehand.

I just feel that if this $10K -- this $10,000 cap --
goes in, there's going to be a major crisis in the insurance in
this State. People, even if they're offered the option, are
going to say, "We've heard"-- I sat in here a week ago Monday
and listened to testimony. 1 heard 93, 95, and 97 percent of
the people, and then they said -- as a round number -- that

over 90% of the people would not be affected by this. That's
true. Those are the same numbers that the insurance agents are
going to be giving the people. Everyone is going to think like
everyone else: "It will never happen to me," until it happens
to you. And they're not going to have this coverage. And 1
will tell you, then it's not going to be any 10% of the people
that aren't going to be covered; 1it's going to be a 1large,
large number.

And the people who aren't even thinking about these
figures now -- nor where this money is going to come from --
and who have already strained Medicaid and the DBR budget -- if
they're looking for the extra money -- as the Dalton Committee
suggested -- out of the JUA, which 1is already seriously
overtaxed and in bad financial situation-- 1 don't know where

they're going to come up with this extra money for the
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looking for the extra money -- as the Dalton Committee
suggested -- out of the JUA, which 1is already seriously
overtaxed and in bad financial situation-- 1 don't know where
they're going to come up with this extra money for the
catastrophic fund. 1 seriously doubt their figures, and 1
think we're going to have a major crisis here.

Are there any questions I can help you with?

SENATOR LESNIAK: Are there any questions? (no
questions) Thank you very much. ' '

I called our next witness earlier. He 1is here to
testify now. Ed Gaffney?
EDWARD J AMES GAFFNEY: Yes, thank you sir.

Good afternoon, Senators. 1 appreciate very much being here.
My name 1is Edward Gaffney. 1 am a 1licensed New Jersey
insurance broker for almost five years. 1 am also the

President of the New Jersey Consumers and 1lnsurance Brokers
Alliance. It is a small group in the Northern paft of the
State. It was formed in 1983.

I1'll restrict my remarks strictly to the unearned
portion of the bill. Now, there is an obvious problem which
you are seeking to solve, and that is to shore up the JUA,
financially.

Taking out the fully earned 1is not the fair and
equitable way to do it. Our commissions in the JUA are always
fully earned when canceled just for non-pay. There 1is already
in place a law which was passed by this Legislature in 1983 --

Auto Insurance Reform -- which called for the JUA to work on a
no profit, no gain situation. This existing 1legislation
already calls for RMEC -- the Residual Market kqualization
Clause.

If the JUA 1is in trouble financially, they go to the
Insurance Commissioner and ask for a RMEC, a charge to be made
on every car to help shore up the JUA, even on a no 1loss

situation. That's the existing legal way to do it. 1 never
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particularly cared for the RMEC. 1 know a lot of people don't,
but that is the existing law that is in effect today.

The present and past Insurance Commissioners in their
expert and experienced judgment have refused to this day to
grant a RMEC. We have trust and confidence in our 1Insurance
Commissioner and we stand behind his judgment. But parts of
this bill, especially the fully -earned, circumvents his
judgment -- in my opinion -- and the purpose and intent of the
existing legislation regarding the RMEC.

1 feel if you're trying to solve an alleged problem
that the JUA says exists, please don't use this type of
approach, which 1 feel 1is wunfair and it 1is not going to,
certainly, do the job. Let the existing law regarding the RMEC
come into play but only when it's absolutely necessary. When
the Insurance Commissioners in their wisdom feel it is
absolutely necessary, that's where the help should come from,
from the law.

The amendment in this new bill regarding the fully
earns, calls for a portion of the broker's fully earned
commission to be turned over to the JUA. Now there are three
basic entities to the JUA: The consumer; the producer; and the
servicing carrier. The servicing carrier 1is the 1insurance
company. The new amendment would force the consumers to give
up some of their daily equity in the policy, and then the
producer gives back their portion of their fully earned
commission to the JUA.

If the present amendment 1is passed, it will cause a
great undue hardship on JUA producers, which 1is exactly what
happened in 1984 -- in 1985 -- when the JUA illegally kept our
fully earned commissions. Now, if this bill does pass with
this particular item about the fully earned in it, some of the
JUA producers, in my opinion, will go out of business. All of

us will have to lay off employees.
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1 have four offices myself. Some are in very
suburban, rural areas. One is particularly in the inner city.
1 do have some experience on both ends of it.

When your gross income is cut from 30% to 40%, you
have to cut somewhere to survive, and the first place any
business cuts is with their help. That's where the biggest
expense is. That's where the biggest taxes are.

Now my fiqures from trade magazines and from speaking
with the Insurance Department are that there are approximately
40,000 agents and brokers in New Jersey that are 1licensed.
Approximately 11,000 in the JUA are heavily involved in the JUA
market. My business is 100% JUA. T don't write anything but
JUA. It's a very specialized business, and it has to be that
way. You almost have to specialize in it.

Now, taking these figures into consideration, if only
two, or two and one-half persons per office were laid off, this
would mean at least 25,000 to 27,000 people out of work. And 1
might mention at this time that most of them, 1 believe --

again, in my opinion because this is my case, my four offices,

my people -- are single women, heads of households with
children, people who came off welfare -- especially up in my
area -- and they are people who came off unemployment. Some of

them have been with me for three and four years.

This will be extremely detrimental, especially to
those people -- to the consumers, the insurance brokers, and
the insureds themselves that come from 1low-income and wurban
areas.

SENATOR LESNIAK: Ed, 1if these 1layoffs occur as Yyou
predict, who is going to write the policies? The demand is
still going to be there.

MR. GAFFNEY: Yes.

SENATOR LESNIAK: For the coverage.

MR. GAFFNEY: Yes, and 1it's certainly part of the

problem. If the number of producers are reduced, especially in
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the wurban and all service areas -- and this ©particular
amendment seems to follow that phase of the law -- the problem
is going to be that the consumers are not going to have-- They
are certainly not going to have the service that they have now
with the numbers of producers that are out there on the
street. And, basically, what 1'm talking about is your basic
storefront operation that faces the people, that goes into the
street, so to speak, and services the customers, the very
consumers that the voluntary companies, the big companies --
some of them have testified -- won't even talk to these
people. 1f you tried calling up now and asking for a voluntary
policy, they'd probably hang up on you and wonder what it is.

I1'm in the JUA for years and 1've been clean for 20
years -- myself and my wife. But as far as the- -

To make my own operation a microcosm, very quickly, 1
had two offices in 1982 and 1983 -- two offices under the
assigned risk plan -- and they've done well. They pulled out
of their first vyear okay and 1 hired more employees and
smoothed out the operation. Then 1 went through a no fully
earned experience in 1984 and 1985. I went through this
experience with my two offices.

In 1984, 1 borrowed over $100,000 to continue. My tax
returns will show a gross 1loss of over $80,000 in 1984 and
1985. Yet, they show a payroll of over $150,000, and $30,000
in Federal and State taxes.

Now, I've had this experience with the fully earned.
That's why I'm bringing it up. Now, when the JUA finally began
to adhere to the existing law -- 1722 -- which in 1971-- 1It's
a 1l5-year-old law which calls for the fully earned for brokers,
strictly for non-pay -- no other reason. Now, 1 wasn't there
at the time. I wasn't in insurance at the time, but 1I'm sure
the legislators had a good reason for passing that bill when
they passed it.

Now Jeisey Slate Livrary
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But as far as the 1labor goes, 1in 1986 when they put
back our fully earns, 1 went ahead, saw what was coming, relied
on that in good faith. 1 opened up two new offices in early
1986, one in Elmwood Park and one in Phillipsburg, New Jersey,
on the assumption, of course, that my income was going to
remain fairly the same and 1 could rely on what the price of my
product was going to be and what the price of my fair labor was
going to be.

1 opened the two offices and employed six more people
in these new offices. These new offices are only eight or nine
months old each. One is about eleven months old. They're very
marginal operations right now. In the first year you're lucky
if you break even. Then you get into renewals; you get more
known in the area, and you start to move head.

Now, if this bill were passed and made effective in
July, those offices could never sustain themselves by taking
away the fully earned. Never. Right there, off the bat, would
be a layoff of five to six people. That's in my new offices.

In my old offices 1'm sure I'd hang on, do the best 1
can, put in the hours that 1 can, and have my family hang in
there as much as we can, with the two o0ld existing offices.
They're more stabilized because they're older offices.

But the point I'm going to bring out 1is, this is
merely, again, 1like a microcosm of the entire industry. 1
can't speak as an expert and give you expert statistics across
the State. But I know what happened to me in '84 and '85, what
the JUA did to us. 1 know what happened when the JUA put the
fully earned back 1in. I don't believe it was done by
legislation. They just turned around and put it back in again,
which helped us to continue and encouraged me to open more
offices and employ more people. If we go back to that, I'm
only going to assume 1'm going to go back to the same
experience with the jobs.
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SENATOR LESN1AK: Commissioner Merin is also
interested in reducing your commission on JUA renewal.

MR. GAFFNEY: Yes. Well, the first 1 heard of that
was today. So, 1 really haven't had time to consider how that--

SENATOR LESNIAK: Well, 1 don't think I'm revealing a
secret. I hope I'm not, but it has to be talked about some
time.

MR. GAFFNEY: That certainly is something that could
be considered, definitely. But 1 would say honestly that it is
certainly no harder to service a renewal, in my own particular
operation, than it 1is to service a new deal. And it is
probably easier. 1t is easier, in general. Sometimes people
are hard to service no matter what you do.

But, getting back to the unemployment situation --
which I think is not a contrived deal by the brokers or
anything else -- 1 think it is very, very real. I know it's
real in my case, and I'm sure it's real in a lot of other cases.

Now, considering the number of brokers and the number
of offices, we could be talking about 25,000 or 27,000 jobs.
Now let's assume that my figures are all wrong. They're way
off. It's in half. It's 10,000 jobs. That's still an awful
lot of jobs, especially that are going to be lost to
minorities. And in my experience, not only in my own operation
but in other operations, they are usually women, single heads

of households, supporting themselves. They come into this type
of an operation. I, myself -- 1 can't speak for other brokers
-- pay for their education and get them 1licensed. They're
licensed, proud professionals. 1f this happens, some of them
-- 1 know -- are going to go back on the welfare rolls, back on
the unemployment rolls, and that's a shame. It's not a
threat. If you don't have the 1income, Yyou can't pay the

people. And that's basically what it is.

Now 1 believe Pabst Blue Ribbon in Newark -- 1'm not
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sure of the exact figures -- laid off 1000 people and it was
terrible, a horrible thing to happen. This is 25 times the
magnitude of that.

Now to just briefly justify the fully earned
commission, 15 years ago -- again, as 1 mentioned -- this law

was passed, giving us the fully earned commission, but only on

cancellation for non-pay, not for any other reason. The same
law was, again, amended in 1979. It was amended again in 1981,
the same 1little paragraph that sits by itself. Yet, the

Legislature and the Governor never saw fit to amend the section
that dealt with the fully earned commission. They never saw
fit to amend that, so I assume they had a very., very good
reason for it.

Governor Brendan Byrne also--

SENATOR LESNIAK: But, two yYyears ago didn't the
Administration, the Commissioner, and the Chairman of the
Assembly, want to amend that section to delete the fully earned?

MR. GAFFNEY: 1 know there was talk of it in different
bills, back and forth.

SENATOR LESNI1AK: It was in a bill that--

MR. DAVIS: We passed it, didn't we?

SENATOR LESNTIAK: That passed the--

SENATOR O'CONNOR: 1t passed. And then it came back,
and it was, 1 think, amended, wasn't it?

SENATOR LESNI1AK: Yes. 1t passed at least one of the
Houses last year with the support of the Governor, the
Commissioner, and the Chairman of the Assembly 1Insurance
Committee. 1In our wisdom at the time, 1 guess we--

MR. GAFFNEY: The only information I had on the change
came through the JUA. The only information that was fed to me
-- as a broker or as a consumer -- was what I received from
JUA, and from what 1 read in the newspapers.

But the basic point 1'm trying to bring about is, the

Assigned Risk Plan -- before 1 was involved -- was in existence



for two or three years -- no fully earns. Two or three years
later -- as 1 can read the dates -- they put in the fully
earns. Why? There must have been a good reason for it. And
some of the basic reasons, 1 believe, were that--

SENATOR LESN1AK: There's got to be a reason.

MR. GAFFNEY: There has to be a reason. I lost my

place here, I'm sorry. I'm trying to go quick. 1 know that
time is tight. But the brokers do earn their full annual
commission on the JUA ©policies. That's provided for 1in

existing law.

Now they earn it because -- briefly -- number one,
they are writing very difficult business in a very specialized
insurance field for consumers who, again, the voluntary markets
don't even want to talk to. They want nothing to do with
them. We're out there servicing them, working the streets so
to speak, doing business.

The brokers now receive only 11% commission on JUA
business, while in the easier -- in my opinion -- voluntary
market the agents receive at least 15%. Now, that's only a
four point spread but it means a 36%-37% decrease in my income
as compared to a voluntary agent. And 1 believe that the
brokers under the JUA work a lot harder than the agents in the
voluntary market. That's my opinion again.

Now another reason, and the last reason -- in summary
-- 1is that the average cancellation rate for non-pay in the JUA
market 1is approximately 30% to 40%, while in the voluntary
market the cancellation rate is approximately 5%or even less.

The existing fully earned law -- the existing law --

merely helps serve to balance the inequities between the two

markets. This law --- 1 believe perhaps that's why it was
passed -- merely helps serve to balance the inequity between
the smaller commission and the higher cancellation rates. 1

believe that's why it was written in '71, and again amended, as
you brought up, Senator. 1t basically should stay in place.
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However, when the Assigned Risk Plan was succeeded by
the JUA in 1984, the JUA contracts to the producers and the JUA
plan of operation ignored the 1law and 1illegally cut off the
commissions. That practice continued for all of '84 and '85.
Then, in '86 the JUA began to adhere to the law and paid the
producers their fully earned, as was prescribed by the law all
along -- for very good reasons. The provisions of this 1law
should be left in place because 1 believe it is fair and it is
equitable.

In a closing statement, we earn our fully earned
commission when we're talking about JUA business because of the
lower percentage rate and the higher cancellation rate. It is
not unearned, the way 1 often hear the insurance companies
refer to it. It's not unearned commission. The law says it's
fully earned. Thank you. That's all 1 have.

1 do have several other statements in writing which
1'd like to leave as part of my testimony. l1t's too late to go
into them.

SENATOR LESNIAK: Thank you. ,

Last but not least, the Division of Motor Vehicles. 1
promise, no wisecracks.

ROIANN M ORF ORD: No wisecracks? Okay.

Mr. Chairman, members of the Committee, 1'm Royann
Moreford, Legislative Liaison for the Division of Motor
Vehicles.

1 appreciate the opportunity to speak to you today
regarding S$-2594, sponsored by Senator Dalton. We commend him
for trying to deal with and/or 1initiate 1legislation to deal
with the high cost of automobile insurance in this State.
However, we would like to point out that we would have dgreat
difficuity in carrying out our responsibilities regarding the
area of the insurance surcharge, 1if there were to be a
reduction from the 20% that we currently receive for our
operational obligations to the JUA.
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In 1983, when the 1initial surcharge legislation was
enacted, we had to go to the State and borrow $8.2 million in
order to-- Or, not to the State, we went to the Unsatisfied
Claim and Judgment Fund Board for start-up costs to implement
the surcharge program.

To date, the Division has been able to repay $1.7
million. We are anticipating that the insurance surcharge
should generate approximately $39 million for fiscal year '87.
We would anticipate receiving $7.8 million as our 20% share for
the administration of the program. We plan to pay $2.5 million
on the 1loan.

The cost of administrating this program for fiscal
year '87 would be approximately -- in salary and operating cost
-- $4 million. 1f we're able to pay back the $2.5 million on
the principal of the loan, we still would owe approximately in
the neighborhood of $6 million on the loan.

Accordingly, if we receive more than our $7.8 million,
any additional revenue will be put toward the principal of the
loan.

As part of the Division's reform, we are looking at
the surcharge collection program. At this time we are looking
at the staffing and the operating cost of the program, and we
feel that at this time it would be premature to call for a
reduction in our share for administration of the program.

SENATOR CARDINALE: In terms of this $39 million that
you say 1is being generated, gross -- of which you get a
percentage -- why is it $39 million? 1s it because that is the
total amount that is potentially recoverable, or 1is it that
only a very small percentage is, in fact, being recovered?

Let me tell you why 1 ask that. Back in '83 -- 1
think it was -- before this Committee, when the JUA was being
put into place and all these surcharges were being put 1into
place, the prediction was that in 1983 dollars we would have
between $100 million and $150 million annually being collected



under that program. And the sponsor of the bill made every
assurance to the rest of us on the Committee that those were
really accurate numbers.

Now we're hearing much 1lower numbers and-- Are we
just not collecting them? Are the surcharges-- Has something
happened that missed us? Was that just a bad prediction that
was made in the beginning? You know, the whole system just
seems not to be working the way we were told it would.

MS. MORFORD: Senator, we are basing that on what
we've been able to collect, keeping in mind that we h;d to go
through a retroactive period also. So, we're basing those
figures on-- Or, the Treasury is basing those figures on what
we have been able to collect, to my knowledge.

SENATOR CARDINALE: Now, are you collecting that
simply because there is a 1low collection rate? 1s it an
enforcement problem or is the total-- Are people driving more
safely and not incurring the surcharges, or what's happening?

MS. MORFORD: 1 think you're seeing an overall safety
or motorists being more careful on the road, for one thing.

SENATOR CARDINALE: If that's the case, if motorists
are being more careful, and so forth, 1 think we would all
applaud that, but then why are we having the deficiencies in
the fund? Because it would seem to me we should Dbe
coordinating between safer driving and the 1impact on the
insurance aspect of it. We hear, you know, that the fund is
going bankrupt. And one of the reasons for the desire to take
this money away from you is to put more of it into that fund so
that it's going to be able to meet 1its obligations. At the

same time, these numbers are way down. 1t's hard for us, from
our perspective, to make some kind of sense of that. Can you
-- for us -- make some kind of sense of that?

MS. MORFORL): Well, 1-- All 1 can tell you is what 1
have been given. 1 think there may have been an

over-prediction as to the amount of moneys that could actually
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be generated initially, and also there is the fact that we're
still in a stabilization program as it relates to DMV and what
we're going through at this point in time.

SENATOR CARDINALE: What do you do with this money?

MS. MORFORD: What do we do with the money? We are--
At this point, my understanding is it is used for staff and for
operating expenses. Anything that is left--

SENATOR CARDINALE: Staff and operating expenses
directed to what activity?

MS. MORFORD: To the surcharge. Toward implementing
the surcharge program and carrying out our obligations under
the surcharge program.

SENATOR CARDINALE: So, &essentially, you're acting
like a collection agency, and it is that ratio of cost?

MS. MORFORD: Right.

SENATOR CARDINALE: And were we to take this money
away from you, you feel that would have a negative impact on
the overall moneys that it would be possible to collect?

MS. MORFORD: 1 can't answer that, only the fact that
we know how much our loan is that we have to pay back. We know
how much it costs, salary-wise, for this year and for operating
expenses, and we can only anticipate that either it will stay
constant or it will increase as far as our portion is concerned
for the administration of this program.

SENATOR CARDINALE: What do you do to collect these

surcharges?

MS. MORFORD: We initiate the billing process. We
send second notices. When there 1is no response, then we
suspend the 1license. And from there, we hope that enforcement

will take effect if the person does not respond to us.
SENATOR CARDINALE: How does your cost of operation
compare, let's say, to the billing department on a credit card,

or a department store, or something like that?
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MS. MORFORD: 1-- That I can't answer at this time.

1 really don't know.

SENATOR CARDINALE: There are no comparisons like that

available?

hearing
session.

MS. MORFORD: Not to my knowledge.

SENATOR LESNIAK: Are you finished, Senator Cardinale?
SENATOR CARDINALE: Yes.

SENATOR LESNI1AK: Thank you very much. The public
is over. The Committee will now start 1its regular

(HEARING CONCLUDED)
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Mr. Dale Davis
Legislative Services
State House Annex
Trenton, NJ 08625

Dear Mr. Davis:

Due to the shortness of time, I was unable to make known the
views of State Farm at your committee meeting when SB 2594 was
under consideration. We did file a statement and expect to
participate when the hearing is continued on October 16th.
However, I am writing this letter so that you will have an
opportunity to weigh our comments in a timely fashion.

State Farm commends the Dalton Committee for its efforts in
defining the very serious problems facing the auto-insurance
buying public in this State. And, while we might suggest that
the solutions proposed do not go far enough in some instances, we
hasten to add that, for the most part, the bill which would
implement the committee report contains many thoughtful and
pragmatic steps which would help the situation. SB 2594 is a
meaningful first step.

Let me be more specific. For example, the Dalton Committee
proposes the establishment of a 2-tier system within the AFIUA as
a means of augmenting the Association’s revenues. This is an
excellent suggestion, but we believe that, not only the bad and
irresponsible driver should be included in the higher paying
group, but also those who have not had a policy of insurance in
the last three years. While the youthful driver would be
impacted by such an inclusion, it is clear that this group
produces an inordinate number of claims and hence costs.
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The other provisions dealing with the revenue side of the
AFIUA problem are good. But they will not, individually, or
collectively, produce enough money to stave off the imminent
disaster facing the Association. Whether one employs the more
prudent and time-tested indices of financial health provided by
statutory insolvency tests, or the more expedient "cash flow"
approach, it cannot be denied that the AFIUA will be unable to
pay claims in the near future. All of the stop-gap measures
proposed, and others which may be conjured up, will not take the
place of rate-restructuring which will make it more expensive to
be in the residual market than in the voluntary market.

Obviously, it is necessary to depopulate the Association of
"clean risks" who would otherwise be penalized by rate
restructuring. The modification of the "non-renewal" law
proposed by this measure is helpful in that regard. However,
significant reductions in the Association pool will not be
obtained until a competitive climate is restored to the insurance
industry.

We are pleased that the Dalton Committee recognized the need
for continuing the No-Fault System. We owe the Committee a debt
of gratitude for its clear and thoughtful statement on the
necessity of balancing that system and believe that its

recommendations for achieving that goal are for the most part
salutary.

State Farm has long advocated a balanced system and has
argued the adoption of a verbal threshold as the best means of
achieving that end. It is, therefore, believed that legislation
in this area should provide for a mandatory verbal threshold or,
at the very least, it should establish the verbal threshold as
the primary option, allowing those who desire it, to purchase a
$500 threshold. This latter approach would be more in keeping
with Senator Dalton’s statement at your hearing, to the effect,
that the Dalton Committee proposals were to provide the most
affordable alternatives for the buying public. A substantial
majority of that buying public has expressed the view, in several
recent polls, that the high cost of auto insurance is a serious
burden on family budgets. Clearly, the verbal threshold coupled
with the $10,000 option on medical benefits, discussed below, is
the most affordable package.

New Jersey, and Michigan, which has provided for a verbal

threshold since the inception of No-Fault, have the most generous
benefit packages in the nation. It is the unlimited medical
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benefit portion of New Jersey’s law which, when coupled with the
$200 tort threshold, creates the imbalance which the U.S. Dept of
Transportation found to be the worst in the nation. SB 2594
would seek to establish a more balanced system by providing for a
$10,000 medical benefit option. We recognize the efficacy of
such a proposal.

State Farm supports the efforts toward medical cost
containment provided by a fee schedule but must point out, that
in many instances, the promulgation of a maximum fee schedule
results in the elimination of any fees below the maximum. As a
consequence, costs may be increased instead of contained.
Whatever the cost containment device, State Farm strongly opposes
any system of "balance billing" or allowing a provider to charge
the consumer directly for amounts in excess of the schedule. The
wording of SB 2594 should be modified to make clear that no such
result is intended.

There are a number of other items in the bill which concern
State Farm. In order to keep this letter to some manageable
size, I refer you to our filed statement, which was forwarded
under separate cover. State Farm believes that SB 2594 is a very
encouraging proposal. We look forward to working with you as it
is considered and improved.

Very truly yours,

4

s
Stanley C. Van Ness

SCV:fm
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AUGUSTUS NASMITH
COUNSELLOR AT LAW
132 WEST STATE STREET

TRENTON, NEW JERSEY 08608

(609) 394-2550

October 16, 1986

Statement in Opposition to
SJR-40

On behalf of the National Associacion of Independent
Insurers, a national trade association representing over 450
member companies engaged in writing property and casualty
insurance, we must record our opposition to the call in thais
resolution for "federal regulation of the business of insurance".
Although SJR-40 merely memorializes Congress tu take action
and thus may be considered insubstantial in comparison with the
other bills before your committee relating to changes in tort
law, it is directly contrary to the declaration in the McCarran-

Ferguson Act (P.L. 15, approved March 9, 1945): "...that the
continued regulatioun and taxation by the several states of the
business of insurance is in the public interest,...". This is

the basic principle upon wanich NAII functions.

It is ludicrous for New uersey to suggest that Federal
regulation will have any bearing on the current "liabilaty
insurance crisis"---a Stace in which our judiciary rewrote
insurance policies to cover Jackson Township, which is a leading
nationwide horrible example of where tne tort system has gone
wrong (This fact is recognized by Senate No. 2325).

We protest the repitition i lines 4 through 17 of vague
concerns expressed about unlawful boycott or conspiracy or
coercion or intimidation of policy holders by seeking changes
in the civii justice system. There have also been statements
by the Public Advocate and others indicating that the insurance
industry is exempt from Federal anti-trust regulation. It is
important to note that the very insinuations in lines 4 through
12 are specifically under the jurisdiction of the Federal Depart-
ment of Justice by virtue of Sect.on 3(b) of McCarran-Ferguson
which says:

"Nothing contained in this Act shall
render the said Sherman Act inappl.cable
to any agreement to boycott, coerce, or
intimidate, or act of boycott, coercion,
or intimidation."
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The National Insurance Consumer Organization (hereafter
"NICO") was the originator of these anti-trust charges, and the
same material has been used as the basis for the subsequent
expressions of concerns by our Public Advocate and several State
Attorney Generals. )

The Attorney General of the United States, has found
no evidence of the alleged violations and found twc statements
relied on as establishing a cartel "nothing more than rank
speculation". The Federal Trade Commission investigated similar
charges by NICO and closed it because it was unable to find any
evidence of collusion. (Letter to Jay Angoff, Esg. dated April 22,
1986 from Assistant Attorney General Ginsburg, and Wall Street
Journal newsclip of 4/17/86 attached hereto as Exhibit A).

We request your committee not participate in beating
this dead horse and tnat you do not release SJR-40 from committee.

Respectfully yours,

C:ZZL ;%Zékk1¢y4;2£§f/
Augusyis Nasmith

AN:gv
Enclosures
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U5 Department of Justice EXHIBIT A

Antitrust Division

INice of the Assistant Attorney Geners! Weshington, D.C. 20530 -

APR 2 2 1986

Jay Angoff, Esq.

National Insurance Consumer Organization
121 N. Payne Street

Alexandria, Virginia 22314

Dear Mr. Angoff:

The Attorney General has referred to me your letter of
March 31, 1986. Your letter cites a number of trade
publication reports of events and public statements by
insurance industry participants and indicates your bellef that
those reports warrant an investigation by the Department of
Justice to determine whether insurance industry members are
.engaged in collective boycotts and price collusion in violation
of ‘the federal antitrust laws.

- The Federal Trade Commission has within the last six months
investigated similar charges concerning the pricing and
availability of certain lines of property and casualty
insurance. The Commission's investigation, as you know, was
opened in response to an earlier letter from your

organization. I understand that the Commission has now closed

the investigation because it was unable to find any evidence of
collusion.

The outcome of the Commission's investigation should come
as no surprise. The structure of the insurance industry is
such as to make collusion among competitors unlikely. 1In the
insurance industry, as in any other industry, the larger the
number of competitors, the more difficult it is for a cartel to
police its agreement and the more likely it is that one or more
members will decide to “cheat,® i.e., to price independently.
Thus, in such an industry, collusion is highly unlikely because
it 1s generally doomed to failure.

Existing studies indicate that the property and casualty
insurance industry contains a large number of sellers and is
unconcentrated. Sellers of property and casualty insurance



typically offer a wide range of particular lines within that
category, and it is quite easy for sellers offering certain
lines to begin offering other lines as well. Sellers of one
type of insurance can and frequently do begin selling other
lines, with scant regulatory interference or other barriers.
This suggests that all carriers writing any lines of property
and casualty insurance are in effective competition with each
other with respect to all lines of such insurance, and that the

market 1in the absence of distorting regulation is likely to be -
competitive.

The Department does not believe that the information
contained in your letter, in light of the Commission's recent
investigation and the structure of the insurance industry,
warrants the initiation of another investigation. Your letter
cites 13 incidents of public statements or lack thereof over
approximately an l8-month period by insurance company and trade
association officials listed in what you describe as a °*Crisis
Creation Chronology® appended to your letter. Most of those
incidents involve statements concerning the industry's -
perception of the current problems relating to the
.affordability and availability of certain property and casualty
insurance lines. While you indicate your belief that those
statements are misleading because they attribute the problens
‘ to deficiencies in our system of tort liability, you also
recognize in your letter that collective efforts to present a
point of view to the public and/or legislators do not violate
the federal antitrust laws, regardless of whether the
statements are true. See Eastern Railroads Presidents
Conference v. Noerr Motor Preight, Inc., 365 U.S. 127 (1961).

Your letter provides only two incidents that might be
deemed °"direct evidence®’ relevant to the existence of a boycott
or collective refusal to provide certain types of insurance.
Those incidents involve public statements by two insurance
company executives. Viewed by themselves, these few statements
about premium pricing and coverage availability do not indicate
the existence of 1llegal collusion. Given the significant
amount of public discussion of property and casualty
affordability and availability over the last year or so, it is
not unusual for insurance executives to address such subjects
in public discussion. The views expressed were uttered in
public fora and were general in nature. Given the structure of
the insurance industry, the inference that these statements
were designed to, or could, serve to effectuate a cartel among
insurance companies is nothing more than rank speculation.
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A more plausible explanation of the current problems in the
property and casualty insurance industry 1s that they are a
result, for the most part, of the problems in the tort
liability system. Uncertainty concernlng the probability of
1iability and the amount of damages that will be assessed where
liability 4s found to exist have made the business of assessing
1iability risks extremely difficult, and at times impossible..
Moroever, these problems have been exacerbated to some degree
by the sharp reduction in-.interest rates, which until recently

provided a significant supplement to insurance companies'
premiunm income. o

In light of the various considerations noted above, it is
BRY judgment that a commitment of the Division's resources
necessary to conduct an investigation is not warranted at this
time. I hasten to add, however, tkat should we becoms aware of
any new information indicative of boycott or of price fixing in
the insurance industry not exempt from the antitrust laws under

the McCarran-Ferguson Act., the Division will take appropriate
action. '

Sincerelx.

Douglas H. “Ginsburg
Assistant Attorney General
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Chairman Lesniak, and members of the Committee,

good afternoon. I am Katie Harman and I thank you for allowing LEGAL
Lawyers Encouraging Government And Law to appear before you today.
We are a special interest group of three thousand attorneys whose
special interest parallels that of the public. By that I mean, 1if
the court houses are closed, lawyers would be out of a job. However,
lawyers could get another form of employment--but not so the quadrapn-
legics, paraplegics and other victims. If the court house doors are
closed, they have no place else to go.

Appearing with me today is Nancy Burns, who is a victim and

a client of one of our member attorneys.

We are here to discuss Senate Bill 2594 which deals with

automobile insurance.

Before we get into the specifics of the bill, I would like
to bring certain facts to your attention.
1. New Jersey automobile insurers make more money and more profits
than auto insurers in all the other forty-nine states. This fact
comes from the National Association of Insurance Commissioners (NAIC)
and the National Insurance Consumers Organization (N.I.C.0.) It was
told to me by the President of N.I.C.0., J. Robert Hunter, former

Federal Insurance Administrator under Presidents Carter and Ford.
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2. In New Jersey in 1984, automobile insurance companies, recoreded ¢
profit of $56 million dollars in the regular insurance market, accordi:
to the New Jersey Information Service and the Insurance Information

Institute from figures compiled by A.M. Best & Co.

3. On September 8, 1986, Insurance Commissioner Kenneth D. Merin

urged four automobile insurance companies that are making substantial
profits in New Jersey to lower their rates for private passenger cars.
Under the Financial Disclosure and Excess Profits Act (P.L. 1983, c. 27
the Commissioner also required Royal Globe Insurance Company to returm

$82.00 to each of its policy holders because of excess profits.

4. Automobile insurance rates nationally have increased 14.1% in the
last year alone. This information comes from the Insurance Informatic:

Institute as reported in the September 5, 1986, issure of The Journal

of Commerce.

5. In New Jersey, automobile insurance rates have stabilized for the
last three years since the inception of the 1983 reforms. Premiums

have not gone up.

6. In New Jersey in 1984, rates even decreased for those insureds
taking the option of a higher dollar threshold. The rates for these
drivers have decreased 35% on the Bodily Injury portion of their
premiums. (Of course, some auto insurance companies are still balking

at this. For example, State Farm Mutual, the second largest independent
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car insurance company in the state, contends that it should only be
required to give a 15% reduction in the Bodily Injury liability rate
to its 42,164 customers who chose the $1,700 lawsuit threshold instez-
of the $200 lawsuit threshold. The Insurance Department said the
reduction should be 32% off the Bodily Injury liability rate, while
the Public Advocate contends it should be a 35% reduction. The 1issur

'is now being heard before administrative lawjudges.)

It is obvious from these facts, that the reforms of 1983 ar-
working. Rates have not increased and the companies have made profit:,

substantial profits and excess profits.

As for a strict verbal threshold, no actuary anywhere in
North America has ever come forward to state what a verbal threshold
will save in premium dollars.

A verbal threshold is not responsible for reducing rates
in Florida, Michigan or New York. The real facts are:

FLORIDA. The rates went down in Florida, because at the
same time that a verbal threshold was enacted, so were cost containinc
measures--such as eliminating unlimited medical benefits and cappina
them at a maximum of ten thousand dollars per accident.

In New Jersey we currently enjoy unlimited medical benefits
which makes it possible, for example, for people who have been
injured in an accident and can't walk, to get therapy so they can
function in a wheelchair instead of in a bed, and to get from that

wheelchair into leg braces and walk independently. Unlimited medical
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coverage provides this.

NEW YORK. Prior to the enactment of a verbal threshold, Necu
York had "open rating." Open rating means that the companies can
charge whatever they want. With the enactment of a verbal threshold
in New York, also came legislation that provided for rates to be
approved by the Commissioner of Insurance. So of course, the rates c:-
down. The companies were not allowed to charge whatever they wanted
anymore. This has nothing to do with a verbal threshold.

New York also has a $50,000 maximum limit on medical benefit-
as opposed to the unlimited medical benefits that wé have in New Jerear-

MICHIGAN. In Michigan, the policy holders are not saving
money because a verbal threshold was enacted. The ones who are savin:
money in Michigan are the ones who opt to make their own health care
benefits primary. Their health care insurer pays their bill--not

their automobile carrier.

§-2594 is attempting to lower automobile insurance rates
for the drivers of New Jersey (for which the sponsor of the bill shou?l
be commended) but it is doing so at the expense of lowering benefits,
reducing coverage and taking away one's right to sue without givino

anything in return.

We therefore suggest a MANDATORY RATE REDUCTION. Go after
the profiteering companies--not the drivers who pay the highest rate
in the nation and not the victims of atuomobile accidents.

We suggest a MANDATORY RATE REDUCTION for those insureds opti:
for the $500 threshold and we also suggest a MANDATORY RATE REDUCTION

for those insureds opting for the verbal threshold. ~aAnd we especially
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and strongly suggest a MANDATORY RATE REDUCTION for all of thosc insur.
listed at the back of the Final Report of the Senate Special Committee
on Automobile Insurance Reform. The examples stated at the back of thc
Report should all be written into this legislation, since the Report
states that these examples will save a certain amount of dollars for
taking certain options. Those REDUCTIONS should absolutely be MANDATED
into the legislation so that the automobile insurance buying public is
not duped. They should get their reductions and premium savings and

they should have it be a matter of law.

We also suggest that the optional verbal threshold be
modified to include those poeple who have been injured and whose
injuries include fractures, soft-tissue injuries, and whose normal
activities have been interrupted for at least 90 days out of the first
180 days following their accident.

It is cruel to exclude from suit, people who suffer fracturecr,
soft-tissue injuries and whose normal daily activities have been
changed and drastically interrupted. Such a person is sitting next t-~
me. Her name is Nancy Burns and she is the victim of an automobile
accident. She is here to tell you her story, her pain, her injuries

and her life since the accident.
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85 John Street

a AMERICAN INSURANCE ASSOCIATION New York, N. Y. 10038
(212) 669-0400

October 3, 1986

Hon. Raymond Lesniak

Chairman '

Labor, Industry & Professions Committee
New Jersey State Senate

State House Annex

Trenton, NJ 08625

Re: Senate 2594
Dear Senator Lesniak:

Senate 2594, which represents the recommendations of the Senate Special
Committee on Automobile Insurance Reform, is scheduled for consideration by
your Committee on October 6. As you know, our Association represents 171
property and casualty insurers that account for a third of New Jersey's
automobile insurance market. Consequently, we have a strong interest in the
provisions of this proposal, which will have a major impact on New Jersey's
auto market.

At the outset, we should note that Semator Dalton's Special Committee
deserves a good deal of credit for the comprehensive effort that is apparent
from the Committee report and the proposed legislation. We think many of the
recommendations are positive solutions that should go a long way in improving
New Jersey's auto insurance system. Specifically, we strongly support giving
insureds the option of a fixed dollar amount of no-fault medical benefits as
an alternative to unlimited coverage. We also support the establishment of a
medical fee schedule, although this will be a major undertaking. Likewise, we
favor limiting the Public Advocate's role in the rate filing process, easing
the present nonrenewal restrictions, and studving alternatives to the prior
approval rating system. As to the JUA proposals, we support a two-tier rating
system and a reduction in the DMV collection fees. Lastly, we support the
proposal to study and reassess the desirability of New Jersey's mandatory
liability insurance law. In our view, it would make more sense to mandate
personal injury protection and uninsured motorist benmefits only.

PETER LARDNER, CHAIRMAN EDWARD H. BUDD., VICE CHAIRMAN DeROY C. THOMAS, VICE CHAIRMEN ROBERT E VAGLEY. PRESIDENT

Al x



A number of the other proposals, such as eliminating the twenty percent
PIP offset or increasing the statutory fines for failure to maintain liability
insurance, we consider to be purely matters of legislative public policy
judgment. 1In fact, there are only three proposals in this bill that we
consider objectionable. The remainder of this letter will outline our
concerns about these proposals.

The proposal to raise the optional tort threshold from $200/$1,700 to
$500/verbal, in our view, will only perpetuate an ill-advised system. 1In
fact, this proposal may even tend to increase the cost of PIP benefits by
providing a higher monetary target for plaintiffs' doctors. An optional
threshold system also requires the maintenance of a relatively expensive (in
relation to the amount of premium transferred) redistribution mechanism for
premium differentials called the Automobile Insurance Risk Exchange.
Currently, about twenty percent of New Jersey's private passenger auto
policyholders opt for the higher threshold, but we do not believe that this
percentage reflects informed consumer judgment. First, we don't believe that
many insureds really understand the option. Second, insurance agents have an
understandable two-fold interest in pushing the lower threshold. Obviously,
the higher premium payment yields a higher commission, but more importantly,
the lower threshold removes any possibility of a subsequent claim against the
agent under his professional liability coverage. For these reasons, we
continue to support a mandatory verbal threshold applicable to all tort
claimants.,

We also object to two similar proposals that we believe are inconsistent
with other provisions of the bill. Mandatory premium discounts for anti-theft
devices and defensive driving courses are legislative ratemaking proposals
that would further restrict the ability of insurers to establish rates based
on the loss experience of their chosen markets. Legislative rating
restrictions in current law are a key factor in the limited size of New
Jersey's voluntary market as compared to its residual auto insurance market.
The provisions to limit the role of the Public Advocate in the ratemaking
process, to restudy the prior approval rating system, and to relax nonremewal
restrictions are all aimed at enhancing competition. Mandatory rating
discounts point in the opposite direction and force insurance underwriters to
avoid underpriced risks. For your information, we have enclosed a copy of our
Memorandum in Opposition to Assembly 1470, which also would mandate defensive
driving discounts.



Thank you for your consideration of our views. If you have any questions
or we can provide any additional information, please let us know.

Very truly yo

1

: I .,
7 A7 f
Ty lid fa
esley S. Caldwell, III

Vice President
New York/New Jersey Region

cc: Labor, Industry & Professions Committee Members
Elmer M. Matthews, Esgq.
Mr. John K. Reid



85 John Street
AMERICAN INSURANCE ASSOCIATION New York, N. Y. 10038
(212) 669-0400

AMERICAN INSURANCE ASSOCIATION
MEMORANDUM IN OPPOSITION TO
NEW JERSEY ASSEMBLY BILL 1470
DEFENSIVE-DRIVING CREDITS

OVERVIEW

The National Safety Council, a private, nonprofit organization concerned
with accident prevention, embarked some years ago on a national campaign to
promote its defensive-driving course through legislation mandating automobile
insurance premium discounts. Assembly Bill 1470 would require insurers to
offer premiun discounts to policyholders who have completed a recognized motor
vehicle accident-prevention course. The purpose of the Bill is to encourage
motorists to enroll in an approved motor vehicle accident prevention course.
An approved course is defined as one that meets or exceeds the standards of

the National Safety Council's defensive-driving course.

The American Insurance Association 1s comprised of over 170 property and
casualty insurers that together write approximately omne-third of the
automobile insurance market in New Jersey. We have staunchly supported safety
and loss programs relating to automobile insurance as well as to other
insurance lines. To cite just a few examples, we were early supporters of
seatbelts, bumper standards, and airbags. We contribute funds to
public-interest safety organizations like the Insurance Institute for Highway

Safety. But we are opposed to Assembly Bill 1470.

PETER LARQNER. CHAIRMAN EDWARD H. BUDD. vICE CHAIRMAN DeROY C. THOMAS, vICE CHAIRMAN ROBERT E. VAGLEY, PReSIDENT
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Major reasons for our opposition, which will be discussed in greater

detail, can be summarized as follows:

- Existing safe-driver plans, which are keyed to actual driver
performance and loss experience, provide a more precise mechanism for

measuring, encouraging, and rewarding safe driving.

- What little credible statistical evidence there is to support the
proposed discount suggests that any significant cost-justification for
defensive driving course credits diminishes after the first year =-- A.
1470's three-year discount period following course completion is too

long.

= It is inappropriate for the legislature to guarantee the National
Safety Council that its course will always qualify for the discount
regardless of quality or to delegate regulatory authority to the NSC as

the arbiter of standards for other valid safety programs.

= It 1s inappropriate to mandate a discount for multi-driver policies

when only one driver has completed a defensive-driving course.

ANALYSIS OF ASSEMBLY BILL 1470

Many insurance companies offer lower rates for safe drivers. The essence

of these plans is that after a certain period of accident-free driving, a
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policyholder is entitled to insurance at more favorable rates. There is no
guarantee that such a driver will not sustain future losses, but a recent
record of safe-driving has been proven statistically to be a reasomable

indicator of lower losses in the future.

In contrast, there are no reliable statistics to demonstrate that
completion of a defensive-driving course is a consistent predictor of improved
driving performance or reduced losses over a long period of time. This
problem 1s exacerbated by Assembly 1470, which would require the discount for
multiple-driver policies when only one driver (the named insured) has
completed an approved course. One of our members, Colonial Penn, has offered
a defensive-driving discount in most states for years. Although the Company
continues to offer this program, Colonial Penn's statistics only marginally
support their three-year discount, and the Company 1s opposed to mandatory

discount legislation.

One of the basic questions that arises in evaluating tﬁe efficacy of a
driver-improvement course is whether the course itself produces safer driving
or whether the course merely attracts and identifies drivers who are motivated
to improve their driving or who are better drivers in the first place. If a
discount is made mandatory and is broadly advertised, many persons are likely
to take the course solely to achieve insurance savings and not to improve

their driving habits.



Assembly Bill 1470 makes an attempt at resolving the problem of actuarial
justification. The Bill requires the discount to be "an amount justified by .
. . actuarial experience . . .” Read in context, however, this provision
raises more questions than it answers. The preceding sentence mandates that:
"Every rating system . . . shall provide an appropriate reduction in premium
charges . . ." The sentence continues by requiring that the discount shall
apply "for a three yeér period after the date of completion of an approved
motor vehicle accident prevention course . . ." Since there is no existing
adequate statistical support for a three year discount, companlies must offer
discounts initially without the actuarial justification required by other
language in the Bill. Furthermore, what will happen in the future when
sufficlent data has been collected if it indicates that a discount 1s not
actuarially justified or that the discount is not justified for a full three
year period? The Bill assumes as truth the supposition of the National Safety
Council that its course will reduce losses, since the Bill has no mechanism
for eliminating the discount or reducing the time period im the event that the

facts prove inconsistent with the law.

What litte data exists indicate that a three-year discount period is not
justified if a substantial discount i1s provided for each year. For example,
Colonial Penn's statistics show that the discount appears to be significantly
cost-justified during the first year and marginally cost~justified during the

second year, while by the third year the effect of the course appears to have
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all but worn off. An insurer should retain the right to modify the discount
as 1ts experience dictates. Assembly 1470 would deny or limit this ability.
In evaluating mandatory drivng courses for motor vehicle offenders, the
California Department of Motor Vehicles (DMV) found that the duration of
improved driving skills was even shorter than that indicated by Colonial
Penn's data. The Califormia DMV found that the effect of such courses weras
off in about six months. Of course, the preferred risk class of senior
citizens insured by Colonial Penn and the motor vehicle offenders in the
California study are likely to produce different results, but in any event we
know that the three-year discount period required by Assembly 1470 has no

credible statistical support.

To the extent that any insurance discount 1is not actuarially justified, it
amounts to unfair discrimination. Requiring an unjustified discount for some
insureds means that their losses must be subsidized by other insureds. Some
insureds may not be able to take a course. And, undoubtedly there are many
excellent drivers who simply do not need a defensive-driving course. Yet all
drivers who, for whatever reasons, do not take a defensive-driving course will
be asked to subsidize the discounts for those who do take such a course. Even
demonstrably "bad” drivers, such as frequent offenders with numerous
surchargeable accidents and violations, will be eligible for the discount
under Assembly Bill 1470. In fact, the only category of drivers not entitled
to the discount will be those forced to take a DMV Driver Improvement Program
as a result of motor vehicle violations. Assembly Bill 1470 may encourage
drivers to enroll in the Nationmal Safety Council's defensive-driving course,

but it will also create unfairness in automobile insurance rates.
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The National Safety Council 1s a fine organization. The AIA aund 1its
member companles have supported its activities. Yet one begins to suspect
that the principle motivation behind the Bill is financial rather than
social. Although it is a nonprofit organization dedicated to safety, the
National Safety Council 1s a private organization, not a governmental entity.
Passage of this Bill would automatically stamp the National Safety Council's
course with the imprimétur of government approval, since by definition the NSC
course will meet its own standards. Furthermore, the Bill would effectively
delegate regulatory authority to the National Safety Council, since its

program would be the standard by which all others are measured.

In summary, Assembly 1470 is unnecessary and unfair. The bill would
primarily encourage attendance at defensive-driving courses offered by the
National Safety Council's program based on the unsupported claim that such
courses will actually improve the loss experience of insureds who complete
such courses so as to justify a three year discount. Moreover, the Bill would
create a number of problems under the guise of social progress. Stripped of
its patina of respectability, Assembly Bill 1470 is special legislation

designed to benefit a private interest group, and it should be defeated.
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The Black Professional Agents of N,J, has a membership which spans throughout
the state.

Our purnose is to promote understanding, cooperation, continuing education., and
to attract other men and women into the Insurance nrofession. While cooperating
with local and national orcanizations in programs which further the aims of the

Insurance nrofession, ultimately to provide quality service and products to the
insuring public,

The following facts and concerns have been furnished for your information:

Conversign to JUA from AIP i i kers and agents.

25% reduction in income as a direct result of losing commission on surcharges.

A — T —
Untimely production processing and lack of timely payment and once a month,
commission payment.

A11 aqgents are forced to sign JUA contract without alteration or opportunity to
negotiate. — T - _

No Black or Minority Insurance renresentatives on any JUA committee or member of
any board. —_—

No access to Joint Producers council,

Depopulation in present plan form is detrimental to the Urban Community, brokers
and agents.

No uniform accounting an-” statement nolicy, no two companies the same.

Commission to producérs who are limited to auto insurance specialization without
voluntary market is inadeguates
yoruntary M

JUA designed snecifically to eliminate small companies and small brokers and/or
agents. T

Direct writers conspire to monopolize the entire auto insurance industry in this
state, have control of the rates, underwriting and control commission payout,

Loss of earned commission for 2 years, broke the back of the urban and minority
personal lines brokers.

JUA has caused extreme financial hardships.

JUA servicing carrier's commissions compared to the broker's is inequitable and
excessive, —

Seems to be collusion to eliminate urban and minority agents and brokers in favor
of service referral stations and direct writer agents

No licensed Black or Minority Insurance agents on any State Insurance Committee,

———\/\
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No access to industry reoresentatives,
No participation in insurance rating organizations.

Need committee to study affirmative action and fair share attitudes of the
industry.

Urban agents suffer as second class citizens esnecially Minorities and Blacks.
c—\ _

Inability to diversify.

Lack of basic voluntary markets.

Lack of industry support regardless of technical or production ability or by
accepted industry loss ratio standards.

Lack of consistent technical support by the state insurance department.

No conceived economic development program or support by industry or state.
JUA use of cash methods vs. accruel methods,

Take appropriate action to eliminate inadequate operational pnractices.
Order cease and decist as it relates to JUA accounting methods.

Require JUA to produce timely annual reports, made available to BPIA.
Determine number of vacancies on study commission.

Great percentage of NJAC 17:30FE was written without sufficient regard to the
future of urban consumbers or it's representatives.

Severability of certain provisions of 17130E.
R

Industry engaged in unfair methods of competition and unfair and deceptive acts.

——

———

Abolishment of all forms of unfair competition.

Clarification of the state position toward the NJAC 17:22-6.147 as it pertains to
JUA commissions payment policy for the years 1984, 1985, and 1986.

Timely and fair JUA claims settlement.
The inability to communicate directly with state insurance officials.

Zealous persecution and harrassment of urban and particulary minority brokers and
agents.

Urban community doesn't have an onportunity to choose or qualify for standard
voluntary coverages N

Urban community and it's insurance representatives boycotted by design.

————— \
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Urban community generally afforded substandard coverage at highest cost,

e ]

Urban communities post the largest contribution to the igducfrigs_ggin_zlgys.

Urban community treated as second class citizens——

o

u(E1imination of urban and minority brokers and agenst will produce a destabilizing
effect on all communities,

S

Governor made aware of the BPIA and it's request to seek advice and consent of
senate to appoint fourth nublic member to the MJAFIUA board,

An equal opportunity to compete.

<

2.4 billion dollars written in auto insurance premium in N,J, in 1985.
New Jersey total population approximately 7,400,000,000,

Urbanized areas inhabited by 6,291,000,000 residents,

5,528,000,000 residents considered on urban fringe,

1.8 million re: minorities.

Urban brokers and agents service 75& of the states minority population,

60% of all insurance consumers in urbanized areas and urban fringe are serviced
by urban brokers and agents.

67.5% of all insurance consumers in the state are serviced by urban brokers and
agents.

1.6 billion of the $2.4 billion in automobile insurance liability was produced by
urban brokers and agents.

These figures do not reflect percentage of Suburban clientele.

As shown in Illustrations 1, 2, and 3 the BPIA is being denied an equal opportunity
to compete, and to serve the public in a fashion that is customary,

Also nlease note the inequity in commission income, caused by the despairity in
commission percentages,

Also please note in the miscellaneous data section that the urban agent and broker
does not have the same access as does the typical agent.

Also nlease note the bottom line, in illustrations 1 and 2,

In illustration number 3 if the same commission percentage that is earned by the
typical agents was applied to the mix of the urban agent and broker, please note
the change in income.

In illustration number 4 please note the cost to run a personal lines agency, even
under the auspicious it cost more money to successfully run this type agency..

33y



9/26/.6/sl : - CL-0059
SR-0014
TR-

A SENATE RESOLUTION establishing a commission to study
mandatory/fi;bilit; knsurance.

WHEREAS, The New Jerscy Legiclatures adoptcd mandatory
automobile liability insurance in 1972 as part of the
establishment of the no-fault system; and

WHEREAS, In the years since the adoption of no-fault,
there have been ever-increasing numbers of uninsured
drivers in the State as the cost of insurance
increases; and

WHEREAS, As a result of the automobile insurance.risk
classification system presently in use in the State,
the drivers who pay the highest insurance premiums
are frequentiy those with the fewest assets to
protect and, therefore, the least in need of
liability coverage; and

WHEREAS, Because certain other states have seen fit to
abolish mandatory liability insurance, it would seem
necessary for the Legislature to reexamine the
operation of the mandatory liability system in this
State; now, therefore,

BE IT RESOLVED by the Senate of the State of New Jersey:
1. There is created a commissiqnfig sty}x:khe

feasibility of eliminating mandatory;liability insurance

in New Jersey, which shall consist of five members to be
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appointed by the President of the Senate as follows: two‘
members of the Senate, of different political parties, who
shall serve during the two-year legislative session during
which they are appointed:; one attorney, one representative
of the insurance industry; and one public member.
Vacancies in the membership shall be filled in the same
manner as the original appointment.

2. It shall be the duty of the commission to study
the operation of the present mandatory liabiliﬁy insurance
requirement for motor vehicles in this State, and to study
the feasibility, and the effect, of eliminating that
requirement.

3. The commission shall organize as soon as possible
after the appointment of its members and shall elect a
chairman and a vice chairman from among its members. The
chairman shall appoint a secretary who need not be a
member of the commission.

4., The commission shall be entitled to call to its
assistance and avail itself of the services of employees
of any State, county or municipal department, board,
bureau, commission or agency as it may require and as may
be available to it for its purposes. The commission shall

further be entitled to employ counsel and stenographic and
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clerical assistants and to incur traveling and other
miscellaneous expenses as it may deem necessary in order
to perform its duties, and as may be within the limits of
funds appropriated or otherwise made available to it for
its purposes.

The commission shall report its findings, conclusions
and recommendations to the Governor and the New Jersey
State Senate as soon as practicable, but no later than one
year following the enactment of this resolution.

6. The commission shall have all of the powers
provided by chapter 13 of Title 52 of the Revised Statutes.

7. This resolution shall take effect immediately and

shall expire one year after enactment.

STATEMENT

This resolution establishes a commission to study the

i "," el ./.f’,l

operation of the mandatory/liability insurance law and the

feasibility of eliminating mandatory liability insurance.

INSURANCE-PROPERTY AND CASULTY

- s

Establishes commission to study mandatorx,liability

insurance.
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THE NEW JERSEY AFFILIATION
FOR )
MEDICAL CARE AND REHABILITATION

My name is Christopher Lynch., I presently work in
rehabilitation sales and am a agesigner of wheelchair
accessible environments. I participate in a number of peer
counseling groups as well,

Seven years ago on September 27, 1979, I had an accident
which forever changed my l1ife. A 1,000 pound roll of carpet
went out of control while being unloaded off a truck and
landed on me. As a result of this incident, I am a complete
T 11-12 parapleyic.

Although my injury was covered under a worker's compensation
claim rather than no-fault, the emotional trauma and
substantial financial obligations incurred remain unchanged.
Unless you have experienced this situation firsthand, there
is no way you can even begin to imagine what is involved.

One literaily has to relearn everything you have spent a
lifetime learning. How to walk, to transfer from one spot to
another, to drive, even how to go to the bathroom. Perhaps,
even how to talk and breath depending on the severity of your
injury.

Of course the object of any rehabilitation program is to
return the individual to the fullest 1ife possible, to make
them as indpendent as their condition allows and to do it in
as short amount of time as possible. Some of the services
involved in this undertaking are nursinyg a person back to
health, teaching them to handle their daily grooming and
medical needs, mocdifying their 1living quarters to make them
accessible anad practical, providinyg them with transportation,
vocational training, and counseling of various types.

The costs of all of these services are staggering. Take my
case as an example. During the first four years after my
injury, approximately $325,000 was spent on my total
rehabilitation. This included $200,000 in medical, $70,000
in hone mocdifications, and $20,000 for a modified van among
other things. There is nothing unusual about these costs; in
fact, they are considerably less than normal., This 1is
because I was only in the hospital for 3.5 months instead of
the usual €-12 months.

As important as all these different programs are, just as
important is the timeliness with which they are applied.
Gettiny a person the proper care and help as soon as possible
after an injury is imperative. Helping them to accept their
condition and shoulder as much of the responsibility as they
physically and mentally are able can yo a long way 1in
reducing the potential impact of the injury.
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It is because of the needs and costs involved that I feel
eliminating the unlimited medical from the required no-fault
coverage would be a serious mistake. The same $10,000.00 cap
being proposed here was instituted in Pennsylvania in 1984

and the results have been disastrous. If this $10,000.00 cap
becomes reality, proper and adequate care will be
unobtainable by the average person., People will be forced to
use alternative forms of funding such as Medicaid and Major
Medical., Services such as howe and vehicle modifications,
peer and psychological counseling, and vocational
rehabilitation will either be completely eliminated or
available only on a limited basis. What is more important is
that even when these services are offered, because of the
time required to obtain approval through a system which is
not designed to handle these types of cases, the
effectiveness of the service may be greatly reduced. We must
also consider that the atlernative funding sources are
taxpayer funded so even though we are saving a few dollars on
our premiums, we will be paying more in taxes to cover the
increased burden being placed on the state's systems.

The argument for the $10,000.00 cap is that people have the
option to purchase the unlimited medical. This is true but
the simple fact is many or most people will not. When given
the opportunity to save $40-49, a large percentage of people
will jump at the chance. These people have no idea what they
are giving up for the swall amount this coverage costs. The
results will be absolutely devastating to the many New Jersey
familites that will have to face the crisis on their own,

I urge you to consider the tradeoff between what you are
giving up and what you are saving. Go to a rehabilitation
center and see firsthand what is involved in rebuilding a
person's 1ife and I am sure you will agree the tradeoff is
just not worth it.

Christopher Lynch
623 Lake Shore Drive
Hewitt, New Jersey
(201) 853-7042



THE NEW JERSEY AFFILIATION
FOR
MEDICAL CARE AND REHABILIATION

My name {s Barbara Scheffel, I am a Certified Rehabilitation
Registered Nurse and a Certified Insurance Rehabilitation
Specialist., I am also a Member of the Board of Directors of
the National Head Injury Foundation,

I represent The New Jersey Affiltiation for Medical Care and
Rehabilitation which is a coalition of individuals and
organizations interested in assuring that New Jersey drivers
have access to adequate medical and rehabilfation care.,

We have reviewed Senate B111 2594 and we are uncomfortable
with the $10,000.00 medical cap. Noone really believes they
will be seriously injured, yet many people are. When
seriously or catastrophically injured, medical and
rehabilitative care matters for the rest of ones life.

The cost of medical care has not been discussed. I would
11ike to address this issue,

New Jersey has the DRG System which was initially intended to
have many purposes., The point I would 1like to make 1s that
with the DRG system hospital costs are set according to a
diagnostic code. Here are a few examples of hospital costs
with the DRG system in place. These costs do not include
physician's fees or follow up care and rehabilitation,

CODE DIAGNOSIS LENGTH QOF STAY COST
458 Third degree

burns, back and 8 days $15,874.15

hands
003 Concussion 11 days $5,720.08
211 Fractured

Pelvis 44 days $15,180.41
253 Fractured

- Tibia 18 days $6,445.05
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468 Other
(includes secondary
diagnosis) Cervical 3 days $5,976.63

strain, facial
laceration

R
A few other, often necessary costs include:

One month of 24 hour a day registered nursing

care is $16,800,00.

Physical Therapy three times a week for three
months 1s $1620,00,

I would also 11ke to discuss serious or catastrophic
injuries. The most important issue involved in these
injuries 1s the timeliness of medical and rehabilitation
care.Let me site a few examples of people who would have been
seriously effected i1f we had a $10,000.00 cap on medical
coverage., The following are actual cases in New Jersey and
not uncommon {in auto accidents:

John P, was injured on November 21, 1980 at age 20. He
sustained a brain stem injury and remains in coma at this
time. His family chose to return him home after attempts
were made to rehabilitate him, He remains at home with
round=-the-clock RN care. The cost of his care to date 1is
$1,150,000,00, If John did not have unliimited medical
coverage under New Jersy No-Fault but depended on the
families health insurance coverage this amount of coverage
might not be available. If the coverage were available the
family would most 1ikely have had to pay 20% which amounts to
$230,000.00 to date.

Brian H. was injured on September 20, 1982 at age 23. He
sustained a closed head injury and was initially 1in a coma.
He was rehabilitated at a specialized head injury treatment
center out of state and {s now working as a file clerk., His
medical and rehabilitation care cost $335,000,00, If Brian
had health insurance coverage which provided for
rehabilitation (which may policies do not) his 20% would have

" been $67.000.00.
20X
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Susan I. was injured on October 15, 1982 at age 39. She
sustained a low back injury which was assocjiated with
traumatic subluxation complex and exacerbated a congenital
condition (spondylolisthesis). She continues to receive
treatment and is currently undergoing a physical restoration
program for chronic pain. She has been unable to work or
manage her home and family. The cost of her treatment to
,date 1s $35,000,00, The health insurance portion of 20% paid
by the individual would have been $7,000.00,

Jom D. was injured on May 17, 1985 at age 45, He sustained a
cervical strain, lumbosacral strain and a pinched sciatic
nerve, He has completed his treatment and returned to work.
The total cost of his treatment was $14,500.00; the 20% in a
health insurance situation would have been $2,900.00.

Henry S. was injured on August 31, 1984 at age 66. He
sustained a spinal cord injury at the thoracic-5 vertebra
and is paraplegic. He received acute medical and
rehabilitative care in New Jersey and 1s currently at home
with day time nursing care. He was retired at the time of
the injury but has been seriously restricted in his activites
around the home and yard. His treatment is on-going with
maintainence therapies and urological care. Cost of
treatment to date is $455,000,00 which fncludes modifying a
home for wheelchair accessibility. The 20% portion under
health insurance coverage would have been $91,000.00.

Although we were unable to obtain data from New Jersey we
have no reason to believe that the information from a
Michigan study from 1978 to 1983 would be different here. In
that study 68.4% of those catastrophically fnjured were under
30 years of age.

These people are in the prime of their 1ives and would be on
public subsidies for 30 years or more if they are unable to
receive adequate meical and rehabilitative services. A study
of 410 catastrophically injured ( an update of a U.S.
Department of Transoprtation Report) estimated the average
ultimate costs of adequate medical and rehabilation care were
$408,700,00. .

Our concern fs that Senator Dalton's Committee in 1t's Final
Report on Auto Insurance released on September 16, 1986
asserts ",..that there are those who cannot afford ( the
current) such extensive coverage as well as those who do not . &
‘need such coverage because 1t is duplicative of health

insurance coverage which they already have."
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We are less concerned about those drivers who have
duplicative 1insurance coverage if comparable health
insurance {s already available. We do,however, believe that
there should be documentation on a case by case basis that
the coverage truly is comparable.

We believe it to be false economy to suggest that individuals
cannot afford the current unlimited medical coverage. 1If
they cannot afford the premium for the coverage how can they
be expected to afford the medical care,

Somebody will pay or somebody will go untreated. We find 1t
unacceptable to deny needed treatment for anyone let alone
people with many years of projected 1ife expectancy.

The issue of optional coverage is a difficult one. Those

of us who work with the injured drivers can tell you very few
are aware of their coverage or their options., With options
the responsibility is placed on the insurance agent to fully
explain coverage {issues to a public who have difficulty
understanding how to balance coverage with premium cost.

In brief we think that a medical/rehabiliation cap is
shortsighted and will save 1imited money upfront at the cost
of long range disastrous care.

For further information contact:
Barbara Scheffel RN,BS,CRRN,CIRS 201-953=-9761
Marilee Bush, RN 201-272-1200

Kathy Van Wyckhouse, RN 201-790-8365



Respectfully suviitied by:

THE NEW JERSEY AFFILIATION FOR MEDICAL CARE AND
REHABILITATION

For wore inforwation contacti:

Barvara Sciucffcl, RNy, 8BS, CRRN, CIRS 201-953-9761
itarilcee bBusus, RN 201=272-1200

Katny Van dyikacuses il : 201-790-8365

I3 x



Before you vote to chan,e medical coverage in private
passenger autoiobile insurance, become aware of medical costs
involved for autoumobile accident victims:

DIAGNOSIS: Acute low back COST: $35.,000.00
pain associateaq AT
with Traumatic
Subluxation Complex

AGE: 43 DATE OF INJURY: 10/15/82
CURRENT STATUS: Undergoing physical
restoration prograrn.

Unacle to work or
manage home and family.

DIAGNOSIS: Brain Stea injury. COST: $1,150.00,.00
AGE: 26 DATE OF INJURY: 11/21/80
CURREKT STATUS:; At hoiwe with round=the=-

clock nurses; comatose,

DIAGHOSIS: Cervical strain, COST: $14,500.00
luimposacral strain;
pinched sciatic nerve,
AGE: 46 DATE OF INJURY: 5/17/85

CURRENT STATUS: Ko further treatwent.
Returned to work.

RIAGNOSIS: Closed heaa COST: $335,000,00

injury; corna. s
AGc: 27 DATE OF INJURY: 9/20/82

CURRENT STATUS: Kehaoilitated; now
working as a file clerk,

RIAGHOSIS: Paraplegic,T=5. COST: $455,000,00

AGE: ©& DATE OF INJURY: 8/31/84

CURRENT STATUS: Retired; treatmcnt ongoing.
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Becoie aware that:

¥ Single car acciuents accounted for 48% ¢f victims who were
catastrophically injurec in a Michigan study from 1978-1983.1

odely
o

*¥ Ages of most catastrophically injured victims in the
Michigan stucy frow 1978-19863 were:

AGE DNUHDER PERCENTAGE
Under 16 114 12,.2%
Between 16 & 20 245 26.3
Between 21 4 25 175 18,7
Betweep 20 & 30 104 11.2
Total, 30 enc below 638 68.4% . 2

* In 19862, 1,269,000 people sufferea wotor=-vehicle-
accident-related injuries for which they were taken to a
medical facility. Of tnis nuwmber, 156,00 were seriously
injured and 43,945 cies. Onc=thirc of all wmotor vehicle
accident victimws were 15-24 years of age, and more than an
acditional one-fifth were 25 to 34 years of age. A large
nunber of these youthful victims did not have a comprehensive
health insurance plan or more than the minimun required
amount of autc insurance, 3

* A study of 410 catastrophically injured persons in 3
states estiiiuteu the averaye ultimate cost of each woulu be
$408,700.00, 4

IN THE ASSENCE OF ADEQUATE MEDICAL COVERAGE IN AUTO INSURANCE
THE NECESSARY RESOURCES NEEDED TO MEDICALLY TREAT THESE
YOUTHFUL VICTIMS AND PROVIDE THEit THE REHABILITATION PROGRAMS
NECESSARY TO PRODUCE ANY SIGHIFICANT IMPROVEMENT IN THEIR
CONDITION WOULD WOT bE AVAILALLE.

OUR CONCERN IS THE VICTId,
CAN THE STATE MeDICAID AND DIVISION OF VOCATIONAL

REHABILITATIORN SYSTE« PROVIDE THE CARE WNEEDED? AT WHAT COST
TO THE TAXPAYER; AT VWHAT QUALITY OF CARE?

KXXXXFXNNX PROTECT THE DRIVERS OF NEW JERSEY *¥kkksssx¥x¥¥x
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Mr. Chairman, my name is Stanley Van Ness. I am a partner
in the law firm of Jamieson, Moore, Peskin and Spicer which
serves as legislative counsel to State Farm Mutual Auto Insurance
Company here in New Jersey.

On behalf of State Farm, I thank you for this opportunity to
comment on Senate Bill 2594. At the outset, I wish to commend
Senator Dalton and the other members of the Senate Select
Committee on Auto Insurance Reform who produced this legislative
proposal only after a series of exhaustive hearings and the
extensive fact gathering activities of Committee staff. When one
considers the widely divergent views which members of the Dalton
Committee expressed during the early meetings, it is highly
significant that unanimity could be obtained on so many
far-reaching probosals as are found in the final report of the
Committee and which are are contained in this bill. Such a
willingness to put aside personal preferences and to come
together, is a tribute to the awareness of the members that,
indeed, the high cost of auto insurance is one of the most
pressing public policy concerns in the State. Parenthetically, I
might note that three independent polls taken during the last
year confirm the fact that the cost of auto insurance is a matter
of deep concern to a substantial majority of our citizens.
Further, the same polls show that they are looking to the
legislature for a solution. The end result of those efforts,

Senate Bill 2594, should not, and will not, be lightly criticized
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by me, although I will offer some suggestions which might warrant
further consideration.

First, let me underscore those areas where State Farm is in
subsgantial agreement with the Dalton Committee, and, thus with
Senate Bill 2594. This discussion contained in the Dalton
Committee report about the development of the Automobile Full
Insurance Underwriting Association (AFIUA) is a lucid and
accurate account of the history of the residual market and an
honest appraisal of the problems facing the AFIUA today. The
recommendation that revenues be augmented by the creation of a
second tier within the AFIUA consisting of bad and irresponsible
drivers, is an excellent first step. We would urge its adoption
and request that consideration be given to including, within that
tier, all drivers who have not been insured for three consecutive
years prior to the year in which a policy is sought. History has
taught us that it is this group which generates an inordinate
number of claims.

The Committee recognized that the statutory surcharges have
never produced the income for the AFIUA which was anticipated.
Senate Bill 2594 would increase the amount flowing to the AFIUA
by reducing the percentage of revenues retained by the Division
of Motor Vehicles from 20% to 10%. We support this proposal as a
modest improvement over the current situation. We note, however,
that New Jersey is the only state imposing surcharges which does
not require the insurance industry to collect them. 1In other

states, if the surcharge is not paid, the insurance lapses. We
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respectfully suggest that this linkage providés more effective
collection results.

The problem of over-population in the AFIUA is also
recognized by the Dalton Committee. The proposed solution-
modification of the non-renewal law will provide some incentive
for insurers to depopulate the association, if the removal of
this barrier, is coupled with changes in the AFIUA rate
structure.

On the subject of No-Fault, the Dalton Committee clearly
recognized the need for balance in the system. Simply s;atéd, the
Committee's position was that we cannot afford unlimited medical
benefits and a $200 threshold for litigation. Senate Bill seeks
to correct the imbalance by offering options in regard to both
the Benefits level - $10,000.00 vs. Unlimited, and the Threshold
level - $500.00 vs. Verbal.

State Farm has long advocated a balanced system and has
urged the adoption of a verbal threshold as the best means of
achieving balance in New Jersey's Tort and No-Fault laws. We
have just an consistently recognized that it is the Legislature's
decision to make as to how that balance is to be achieved.
Senate Bill 2594 would make the $10,000.00 medical benefit level
and the $500.00 threshold the primary options. Yet, the most
affordable policy would seem to be one where the $10,000.00
benefit package was coupled with a verbal threshold. But
whatever combination of options are offered, if the final result

is a balanced system, State Farm will support it.
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We have these further suggestions for improvement:

In Section 6 of the Bill, we recommend you adopt a policy of
compensating out-of-pocket expenses caused by auto accidents once

only. and retain the set-off's now in §38:6A-4.3

Section 9 of the Bill spells out income continuation, death
and funeral benefits without time limits. This is not consistent

with insurance law. Technical changes are needed.

State Farm prepares rate filings on all rates on all lines
in every state. Because of the volume of filings and associated
data collection and paperwork, we strongly recommend you add a
limitation to Section 18 which allows the commissioner to dictate
the format of rate filings, but not to require the insurer to
report data other than data it ordinarily collects, and in a

format it ordinarily records.

Savings occasioned by auto theft devices are closely related
to the car make and model. An across-the-board discount in
premium for these devices does not reflect actual experience. We

recommend you delete §20 of the Bill.
The Section creating discounts in premium for defensive

driver courses is not consistent with the usual provisions on

this issue, and technical changes are needed.
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Section 24 limits the role of the Public Advocate where
rates have been reduced. We recommend the prohibition in §24 be
amended to include restoration of rates "at or below" a level
which had been previously approved by the Commissioner within 24

months.

The overworked Division of Motor Vehicles would waste their
efforts in processing the volume of reports which would be
generated by §25. Most of the vehicles reported would have paid
their premium within the grace period, or reinstated the policy,
or obtained a new policy before the Division could act on the
reports. Very few of the reports would justify enforcement

action. We, therefore, recommend you delete §25.

We recommend that the operative date of the Bill in §26 be
changed to 120 days after enactment, and that the Bill provide
for a roll-on at renewal time to avoid a mass mailing on the

operative date.

There are other suggestions, largely of a technical nature
which we will make to committee staff. Suffice to say that we
believe that this Bill is a good beginning. We look forward to

working with you as it is considered and improved.
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