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SENATE, No. 2594 

STATE OF NEW JERSEY 
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IXTRODrC'ED nrrnRER 2, 1986 

By Senator;:: DALTuX, .Z_.\:-·E, Ol-U::cHICJ and LY~CH 

Referred to Committee on LalJor, Indu,~ry and Professions 

AN An concerning priY[lte passenger automobile imurance. 

BE IT EXACTHi by fl,€ Senate (i11/1 Gci;cral Assembly of the State 

of Soc Jersc.i' · 

read as follo,,·s: 

:2. ln tL,_. ewnt m, dic-~,l PX}Wme bc·ndit" paid by au insurer, 

ii, ricc-onbnc-e witL sc·ct ;(,J. c'. [ ] , : P. L. 1~7::?. c. 7(; :. C. 8:1 ;(,s\-~;, 

are in exc-e"" of $7S,(l(:(J.00 rF1 ,,c-eount of per-onal injury to any· 

01w person in an~- onP ac-,•i(lent, tbv rn-ati;:fa,c] Claim and Judg­

nwn1 Funcl sha]} u--,.:u: 1· -11c-L f•xc-r-~~ ;,11,l 1·ei:nbur:::C' the insurer 

i-: tl1erdnr i11 ac•vr•)·,1:111c-t· Y ii] 1 :clv- 1111,' ,·r,_ ,;'.:1tin1:• p1'onrnl:.:·atec1 

fl by t1J•:· coJJm1issio1,e:·: p1·0,·jCe,1, Lo,YL•,·er, tktt tliis proYision is 

]::? te:rr:tori,il ('(/\"l'l';:'. ,_·, C•l le; ;1:, (•:(('\'•• 11,eJic-a] l :-:,,c·n'-v:'. 

1 ::?. ~1-c:ir,:: 7 oi' P. L 1 r7:'. c· j 'i, · 1 •• ::',~• J;_-.r·.:, ,- n:i,rn,:("1 tc, 

2 renJ a~ follow'-: 
.... .-. ,. - ": 

I • i ~d :. 'l 

4 proYi;::ions of the "rn-ntisf.rd C~:--i:,, and .Juch1;,ent Fund Law" 

5 P. L. 1:,.;2. r. 17-1 ((. D.r. C-CJ rl ,, '/. i ,,n<'ter:' ]y,Cily inim:· c,:· dratb 

6 thronQh lwing -.truck, r:, D r;,(lc·-t: :,,n. r:~ drf.ned in -.c,ction 2 of 

7 P. L. 107:2, c. iu (C. 3:l:C_.\-2), l,:, n motor nliivk, including an 

~ :rntcm10bile a-. clefinc-r1 !1, ,ec-tion 2 of P. L 1:·7:::'. c·. 71 IC' 8:- :G_.\-2L 

0 h:.- th• cnmr::i:-:0 ion, r: proYide 1. l10wen-r, tlrn '. fr: __ rroYi,in: 1s 

1n out of an accine11t w],i],, or•rnn,·i:: . entl·rin; into. alighting from, 

11 or u;.inc' an auto:Loh~;,, re;.:'.,,tvrv<1 or r•rincir,a'.l:, ga,aged in this 
EXPLA:"<ATIO!'i-'.\lallcr endo•C'd in boJrJ.fared bracket, [thn,] in th,· abo,e bill 

h not enacted and i~ intended to be omilled in the Ja,-. 
l\latter printed in italic!_ tiii.s is new matter. 
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( C. 3:1 ;('._\-1 et .:er1. ), or ,c-cfon 1Cl of [this 1DS3 amendatory nnd 

""'' • 1 • ··1 • •· ·1 ··•] T; I 1 ·' · , ·-.~ 1 ((' 1,~ · ,,, 1 "1 ,,·o·u1d h , lt11,', '. 1...· 1,, •,' ~•l..l J, -• - - , • -~V. , ,,<;1..,- • ..,J 1 " ..1 

r ,:~:1 1,:c to ,nch per~oL if prr,on,11 injury protection coYerage 

"·ere ;ri for(·e and tbc· c1mn:1ge~ re;,u'.t;n? from such accident or 

r1c::th ,nr• not ,ati-ticc1 Lh,e to t;ie personal injury protection 

conrage not !wing· in eii'cct with 1·.:·-pect to ~ucb accident, then 

iE "l;:::l: en·nt the r1i .. :i>:~ed l'lain1 anJ Judgment Funcl sliall 

p;o,i<l,-[. under ,~e fo1l0,\<1i:,,: c, .. nJition~, the i'ollow:n~.: benefit;:: 

a. ::'-Iedica1 expCL"P li,:,r10fih. P:1ynient of all rea,:nnab1e medical 

e::qkn"e- inc:nrn·d f\" a re-ult of J •CJ'-'Ona1 injury ,:n-;tainrd in a 

1Lotc,r n•1Jid,, ,1c-:·,tlellt. 11: t'. • e\·· nt o: 1:· .1tL. payment ;,Lail lJe 

mride to tLe e-L1te of t110 (11·, u1cn!. 

~ •. Inc:0:1,c ccrntii::· , :, '., ,·,,·:.t-. Tl,,.- pay:,.0r:t ,,f tll1· lo.:;: o~ 

rneo::!C of nn incomr ;'ror1mrr a- n r,•-~1lt of bocU:: inj,,ry di;;­

ahility. ~u1,ject to n JL:',:s;rnun, 1':e,•];]Y r,:,::"•?nt of ~l()i1.(1(1, Sm], 

rnn:;.; ,-1a11 he payahle dw<ng- the life n' t'.:c· in.inred prr"-on al',' 

:;.;],:::11 lw rnlJjcct to &ll n1 ,-:;;,t or lin,it of $5,200.0U, on 1,ce0unt of 

,,' .. on· neeident. 1·xcq,t that in ii,, 

3:3 nu,·1nnlly e:1rnrr1 ,1m ·:.·.:· :]H· 1 ,·: :·· 

34 payable. 

3,-1 e. E"''C·ntial sen·1ee~ brnefit--. Pa~·!nrnt of e,-;;ential sen-ice, 

41 

43 

44 

43 

46 

benc·fit, ~11all l:e payable ,.'.,nin~ tlie Uc of tLt, injnred pcrrnn ::rnd 

,-]inll be ,:ubject to an ;'.mnni:t Oi' L 1 • :, ,,;' ,:.:4,:};;(,.(1: 1, on :1ecoun1 of 

injury to nny onr pn-on :11 n!1:: one acc·iclrnt. 

d. Death bene5t-. In tLe c•·:rnt o: the, deatli of an incomr 

producer a,:. a re;.;ult d ·11,im:1•,- ··ll"-tainc-d in :m acridrnt Pntit1ing 

f'Uch rc·r-0!1 to benefit::- ,rndnr -eet:on 7 of th:- [,C. th· ll::',xi:1,nm 

47 amount of Lc•1:c,:i:,, ·,·:;. :c;, ,:·c~11l1 kffc• lwrn paid !,., t};c, incnrn,· 

JS proclucer. l,,1t for hi"- r1r, 1t:1, under "-rc-tion 'ih. sliall be pai(1 to 

49 tl:,• .-nn<,·ii::.: -1011-,,. ,,i· 'n tl!r• (0 \'(•1.: tLerc, i~ r:n -'ll)'\':Y'.!L,; ~vJl:'·,. 

5n tben to tlle ~ur-;:\·in:.!· cl1 'i1;rrn. :;nd in the, en·n~ tl1c-1 ( :n,, \10 

51 surnn1:; ~pc,:.1:-:, or :-:11 .. ,·:·::L:..: ch:lc1n·n. then to ti,e 0-t.i,._, u: ti.1 

52 income producer. 

53 In tbe e,ent of tl,e de..tli of one p,:,rforming e~!';ential "t'n·ices a-
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54 a r1:sult of injui ie- su,uineJ in au acc-i,1vn: entitling suc-h penon t) 

jj bem·.it:- UlH.kr H:ction 7c. of tbi'- act, tlie 11w:s::1;m1; a:110uut of 

5C bellefit, wllicli could J.a,·c· beeJJ 1,aid ,,cnc-h per:-on, under section ic:., 

J, ~bull bt• paid to t1f• p,:rson imunin:.: t1ie: expense of proYidiu;- sucL 

1.---u,,.d sen·ices. 

50 e. Funeral (•xpen-r•- hnefit--. ~\.ll rea~onahle funeral. burial and 

60 crematic111 e:spc•J,,-c·--. ~ubject to a mnximnm lienef:t of $1,000.0(1. 

Gl on account of tlle death to any one• pcnon in r,1i:, O1,e :1cc-:<l011t shall 

C:2 k, 1,n:-·~i1_.11: to <lec·c·d.111 ·, (•-L,tv] 1;1,rl;', .,' • ... -c /,,_1,, ,ri. ;, r:1 

63 (/)1•01/),f no! (J(fC-diilJ s10.ooono J.i(I J.dr.-011 pf( accidtid. 

6-! Pro,·ided, boweYC1, t'.,;1t 1.0 J_,,:-11e:'.1"' ,hnll 1,c- JJ:,it1 mllkr tLi~ H·c-

6j tion unless the per~on npplyin!· :or J·,en0f:'.- J;; ... d•·'!J•lt•lr~,tec1 tbnt 

6G lie i- not di;,qualifiE·d l:,y reasc,11 of tlil' proYi<c,:1- 01' ~nlJ-c·c·ti1.,11 

Ci (a), (c), (d) or (1) of ,c·c-t:c,n 10 of P. L. ]93~. c-. 17-+ (('. 8:':fi-7O). 

G,;, 01 aiiy otller proYi~ion of law. 

1 :l (>(·Y· H·c·tic,L) a. >"ot"·ith,~ai!di:.~ tl1E• 1,rm•:,..j.,: ,- ,, , ;,;J, 

:? 3 of P. L. 107':2. (·. 'jf1 (C'. ;;!"\ :fi).-~: ·. ~- h·c-11-vd in'-,n.,n,-.-. c·nr; i.:.-1· 

3 may refu;..e to rellE·,r, in acc-o:·cl:rnc(• "·;th ;.:uh-(>c-tioE:- h. and c·. of 

,I- thi:- :;cction, a policy of i1:,ur:,:1•:e tL«t J1icffitl,·- n•·-er; ;.,· rc••j,1;1,·,: 

;; to l,e nwintaine<l JJur;.:nnnt to P. L. J:,-;-~·- :·. 70 (C'. :~.·:G_\-1 c,; ,(··!·. 

C b. An in~urer may i,-n,, notice;; of intc·ntioJJ 110• t,, l'l·nc-,·.- 811 

, automolJile insurance policy in an amount not 10 exc-ee_c1 2c; 

S o'.' tlJe total nurnl.1er of automol1ih.· inrni-:1),U· 1wh.-it•:- o:· fr,. 

9 inrnrer, rounded to tl.JL· nenre~t wbolr n,,ml,er. wLid1 r.r,, i11 :o;c,· 

]C1 a: tLl- el1L1 of tbe pn·Yio·.1- c·.-.lt•n•.L.1 ;t·,11 .J t•,,i:•:, ,,: 1:.t• i1i-n1n··-

JJ mt· 1,g- 1 ·.-rri to:·ic·;.: iL u '-C' in this State. 

1:2 c-. Foi- eYery t\Yo newly in~ured antorn ,i,;;,_,, wl1i("h an in-,;rt':· 

1:; Yobntari]y write~ in e:Fl! tenitnry. ti,l' ii:-m,.: ,!::::: 1. •: ,-:·:-1::110,l 

14 to refu,-e to renew orn· ndditional auton;ol,ilc, in that t-:nitor~- in 

1:, exc·es,- oi' tlH.' 2<;::i- limitatio11 e;;tnl,]i:,J1<•,; h ,;u·1,-, ,.•,ic•L 1,. 

16 of thi,: ~ection, subject to R fair ancl nond:- criminatoi-y for;·,nln 

17 dcYelope<l by rule or n·~ 1:l:ltiu!1 O!° tLL· C:OlJ, .. :-;,ionE-r. 

18 l1. The proYi<-ion~ of thi!- ,;•.•c-tion ;.h:111 J!r,: .-,p:•1:· tr, 1n1:-,· rnL­

Hl cellation made pursu11nt to paragTaph (A) o1 sec·tion 2 of P. L. 

20 1%5, C. 55 (C. 17 :29C-7). 

1 4. Sectic,n ,I- of P. L. lft7'2. L'. 7(1 (l'. 3!1 :C • .\- l' i, m11·.-:1tl<:L1 iu reacl 

3 4. Personal injury prokction coYeraµe, re~mtlic•~~ of fault. 

4 a. EYery automobile liability i11-urm;L·c- ; ,oLc-y in-1:r:1,:.: ;,L 8'1~ _,_ 

,j mobile as de£ned i11 thi,, act agaimt los,,, rt:eultillg: from L.11.,:lity 

6 iwpo,,,e<l l_1y law fo1 Lc..J,:y i1,jur::. <le~n::C ai,,.": }•iuj.1·.·r,:, L, ..... ,,,..L 

i sustained by an~- person arisin~ out of owner:::Lip, uJ.":1 '"':i,. :., 1L:,:1.-
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::, \,::,.:.:,ce 0r u,c of an ;ic'.lu ... 01..,:Jc. ~Lall r•ro\ 1ue pl:J'.-,,11,d ,llJu;:.-

9 r,rntr•c·tion coYerr,~·e, a~ dc~r:"r1 }:er0inl_1elow. under proYisionc 

H1 a;.proH(1 by the Conrn1i,<oncr of In°nrnnce. for the pa:nnent of 

1:2 kiriJ. to tl,0 nanwc1 i1Furc·c1 :rnc1 Ih·J~ · , : ~ of bi~ forni]:,: re"icling in 

13 bi~ hou~c·holJ "·ho su,-t:,inc·c1 bcH1ily in.inr:· a" a re;:nlt of an ,icci-

14 dent wliile occupin!:.'.. fllt0rinz into, ali 0hting from or u:a:ing an 

15 automobile, or as a peJe"tri[m, lJc;n;: stru,•:, L:-· an auto:1:obile or 

lG by an oL>:·r:t ]'J'"~ ,_.:\ ,1. by or L un: n; 1 :,11 1 011101,il,. t•1 othfr l·' r~o:.:-

17 su,tnining bodily i11jury Y.·h:1c· r,:·,:ur:, in:;. rnt0ring int0. nli:.:ht:nµ 

18 from or l1°in~ the a~1to:,.o'.:,;]c. of tbe named in~urec1. \\·i:L tlH: per-

19 rnic::;ion of tbe narnec1 insurerl, an,1 ',:, rr,lestrii:.11-. ::ustai1iing boc1il:: 

~o injury causc·J by t:10 n:1med :n,,,:-l·d ',:; auto:,,u:aJL' or st:·ue:k by an 

~1 object propc-llecl hy or fr0rn ~,:: 1 :1;;t,,):.r,h:l(1 • 

. ,., [' · P •r- ,ull in;i,;1:: ; : , ,t.-•f't:,.i, ,.,,--,·: :i,_r- · · · :,i> :P,rl :11c-111Jf'-: 

23 a. ~ledical expense benefits. Paynwnt of ::ill rea~o11::ih]0 medical 

2-l ex;-emb incurred a, a result of per,oncil injury ,u.:ta:n,,d in m1 

:?.j automobile ace:id,?nt. In tk· e\·ent of <leatli, payments sha11 be made 

:.!G to tLe c..:-0:a:1: o:· tlu:- decc·cle .. t. In t:., eH::it Ll'J1elit,:; 11,,id Ly nn 

2:- in--nrer pnr~nant to ;1.:c <.nl• rd::1n .'H' i:: (•';(•(·,- 0:· ec7,-1,nno.oo 011 
2S account of personal injmy to any one pcr,c:on in an·.- one accident. 

::w sncb exce"5 sll:.:l he pa:d h:, tbe irn-urer in cu1,-ni:.1t:e:1; \\·iti.i tb~· 

30 r ns:1 ti sf.eel Claim :mcl J nJ£.:-rnen t Fund Bo:-, :·<l and shall he re irn-

31 bursable to the insure:· fro.11 tlw l·n-<1ti,fied Claim alld JnJ~men~ 

33 b. Inc·o:J.L" c-02;::r.:; .'. :,,; l)c11 .. '.;t-. T'. ,· i,:,y:u·Lt of tl1e lo,, of 

3-1 income of a11 incom,· 1,ru,iu, 1·r ,,, ,1 l'l'~n1: (,f ',r,,]:l:; i1.j1;t:, ,i:-:.·,::-•y. 

3i ject to an amount or limit of fj_;?:,(1,111_,, on ae . .-n;:nt of injury to any 

38 one person in ally one accident, except tbat in no c::i<-e ~Lall inco:w· 

39 continuation benefits exceed t:1e rn,t income normally earned <lur-

40 ing the period in which the benefit:- are payable. 

41 c. Essential sen-ices be;1efit5. Payrner. '. of essenti:d ;;en-ices 

-l:2 benefits to an in,iurecl per,on -La11 be maJe ii; rc\n1bur~e1nent of 

43 necessary and reaso;ial,Jy expt::11:-e, iLc:nn<·d fur ::;uch :-nli-'i:nt,· 

4-1 essential sen·ice,- ordinarily J erforn;r•J b:-,· tllC' injureJ person for 

45 himself, bi;, family au1 i11emLPr::' <;! 11, .. !',1m:ly lc·-,LLli;.: in tL0 

46 hous:ebold, subject to an amount or lin1it of :i'l:2.0n per cla:. SucL 

-1i benefits s1all Lie pa::aU,.· L1min~ tL1.: Li'e o; LL· injur(•d pe1 ~,111 ,cii,1 

48 shall be subject to an aniuunt or li;;1it of 24.8--C,J'O. on accour,; or 

49 injury to any one per;-01, in any one accident. 
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5(1 d. Death l.Je1.efits. In the eYE:nt oi' tli, d<:a: ·1 of an inc0m0 pro-

51 duc-c·r a~ a re;,ult of injnrie- ,;11-tai11c·d in an accident entitEns: 

5:: suc:b person to benefit"- under section 4 of thi-: act, the maximum 

5:1 arncmnt o: benc-fil- whirl1 c·o.1:J lJR\"t' hcen pciil~ to the- income prn­

;J.J. cl11u·r, but for bi" ck;,1;. t:n,:,·i- '-!"·:',,: .J :,. -kill lw pnid to th,· 

55 rnrnnng 1-pome, or in the ne1;t tL,·re j,, no surYiYing spouse, 

:")fj tLl·ll to the rnrYiYiilg c-l1ildr,. n. ;1rnl :,:, 1L,· E'\'l'llt t:icn· arc- no f'Ur­

fJ7 nnng :,pou,-e or --u1yj,,-;n:.: c-:,::c.:101;. tLe11 to tlie e~tat(• of the 

5(;; inc·o:.1c· proc1ucer. 

,1r1 In t},e e\·ent of 1]1(0 dv:·t;l o!' ())J '1,('rfr,r:1::11;: ('~,.:ent:al ,.:ernce:- a" 

6(1 a rc·:-u1t of injurie:: ,u-1.::1,<·,l in :':: :, ·(·;,i. d u,'. :,Ln;: '-uc-'.; 1.1er,-011 

61 to benefits under "ec-tion .J. e:. of tl1I- ae:t. tli,· maximum umount of 

62 benefits wbic:b coulll ]1an lwrn 1,:,',~ -.-.. ;, 1,,·1 ,on. under ~ection 4 <:., 

63 EO]rnll l,c- pair1 tn th0 pc·r~o11 imuri ;n'..! tbe e:xpeme of proYi<ling 

64 ~111· 1 es-ential !"ernces. 

6.-: ('. Fl1ne: ;,; c·: l ).- • 1 

71 
-., 
I-

c-remnti011 e:·::i 0•n-r•-. -,:1,if',·1 '.r, :i :1,n,:,::1,nm bc11ef\·. of ;::1.nnc:.nn. oH 

ac,onnt of tbc· <leatli 10 an:, 0110 1wr-..0;1 rn iln~- om· aeric1ent shan 

b0 payuble to c1t"C'C:'dent·~ e-tiltl·. 

Benefit- 1•n:_.r,Lle uncl••;· tV~ -edion EOhall: 

/1) Be· !'Ubjec-t tr1 an:; c1r-t1urtihk-,- or (•xdu;.ion" elected b~· tlie 

policyholder pursunnt to ,edion 13 of P. L. 1!'.!S3, e. 3C~ ( C. 

~~ :G_.\-4.3 ! ; 
/2\ Xot be assignable. e:,;ce1,1 to ,1 pro\·id,·r of ~en-1c:e benefit-

7:, otiH·r J:roc·e~- for ~r,ti-factic•J1 fl: d0l t-.] 

7G b. One of tl,'. 1u/!u1ci1i[I pen,o;w/ i;1J11ry z11otut101, corerapc bu1 1 -

i7 
, . 

711 0}11 (( 1 ,. 

76 maintain perso110/ 111. ,rr!' J.1• ut1.clio1. co1·erc1gt p11u,w1if to ,<ub-

7~1 I!( dio11 a. 0_1 tl. ·.- ,,,ct :o;; · 

80 (1) Pa!n;1c11f 0.7 mcrlic•·' e.rpenst.' rn 1;i1 Ui11uu;d 110! f 1 , Exceed 

F,1 $10,000.00 pu· perso11 J)t r (lctirlrn 1. Ti: fl,.- r1·r;lf ,,id, n:7. r1:_.;,;r11f, 

82 shall be mode to fl,r, e~tnte o_r tl,,· rlrc 1 dn1!; 01 

83 (2) Payn1ent of all rea,011oblc mEdicol €Yj 1 ( ;,.-,, 11,c 111 r, d as 

84 n rcrnlf of pcrsonol i11J1 1 1·y .-11,,foinu? ;11 111, 1111/0,;:00:·. nccide11f. 

85 In the et·enf of dentlt, JJ''!fi,ICiilt .,l,r:/l /,r 1,,u,l, t•i t/,( (.,fofc c,f the 

SC rlccedenf. In fl.1· eu11f l,rnrfi 1.c pni,7 l,,1 1 ,,;, :11,"rer p1 1 r.q1rrnf fr, 

Bi this parnprnpl, are ii, C.l'Ct:S-' u/ $,.5.(iou.Oo 01, ou·o1mt o: pu,,u,,o: 

88 ili_illi'JI fo 011_1/ C,l.'f })'1.°'II i}I n,; 1 1•>:( 0 1 ti 1f,, f. fj, '.,·• , . .C/J/ 1 : /. 

89 paid by the ins11rer in Uiiicultatio;, 1cili ti,r l. 11.,ai,,,j.,d ti,:, .. (;,.,, 

00 J11(lg111n11 F,n,ri Buaid a,.,: ,1n·: /,, ;-(;111 7.1 1 , ,o 1,', ' 

91 from 17,c r·nsati5_ficd Ci :i;,, ('iid J,.rl2u•1111 Fu,,rl p, 1 r;,,11Ui,1 /, " 

92 t1u1, 2 of P. L. 1&7 1, c. 310 1C. 3!:f:6-78.lJ. 



6 

!•0 c. Lit,t1rm rd o p11-u11l'i 111,1;1r!f p,u:n·l1u11 idue_tit O[ilt•'.lii 1)(/1-

94 S!f(llif le, llti,< -1_cti0Ji .,/,,1!.1 /,r /Ji 1cr:ti,;_r1 l,·1 n. lir?iilCd in:1,11,: ,_ ,I 

~:j 11 form np1non:d l,y the Co;un;issioi1u c;' [u,,!r1111cc. Tl,c 1,rrsoi/,1 1 

'.·'l~ ,·,,j11r:1 Jj(tjt1_ ct{0u l, 1_ Jr'./ t ',,,. ,,·:,1 I., t,_ (l , .. '/ .. , (!1''!,1.i/ to f/1(' 111/n;1 ,7 

97 in1-11rf(l oncl 1/il_lJ im111erlio/r t,11J/i111 ,ucn,/,u re.-.i,/illf7 :l/ 1711_ ii!I/Jlt:rl 

'.I::" insured'.::: ho11c"l'hold . .. !11,,,Jrli,1'1- f,·,,,i 1y II" ,,,/1, r" lllff71/, tl1• 

99 sµo11sc o_f the na111e,/ i11s11rcd auri rrny chiid u/ ilif nomfrl in,urul 

100 or spouse resicli;1g iH tl,L' ;;c,;11td ins;,,"{ ,/'s liu1·,clwld. 1cl,o i.5 not 

lUl a named iuc"lll"Ul /(1,,7, I ,,iiull,c r r1uto,,,,_,l_i /,_ il,1'1/l(il/C( pui11.y. 

10:2 If !lie 11u;;1ed in;111c1l Jtlil.:: to dt1f. ,11 1c1iliil_l/. ril/11, r1· !, , 111 ,-

1(13 .<0110! in iun1 11rotuti011 l1, w :;!; r1ffc1, d pi1r.,u0nt to t,'-i- .<ccliuu. 

104 tlie nn1;1ccl /;;-11u,I 0 1,,11/ /,, 1/1_(n,, tl lu e/ut fl,., upti,,,1 OJ sul.,p,1ra­

lU.:i y1apl, ( 1 / (; c,11l1.,tc/1un /,. r,i tJ;i,, ECcliu,,. Su I/ti( J10li:y u_f i1L,/ll­

]UG u11,t ~l1a/! l1 1 1,,Herl l,Jf a,, u;~uu I u;, ur ofle1 the t·.O't• /,' , dut,. c' 

' /, I ( (f / j,; .' , /, '.i f.J 11 t' u.7 I}, 1 

lOS 1non'dcd for in this .,ecfict11. 

lfl9 Tl;( pcrsr,;1rrl pre!·, 1,rn,-_ft 1,1,tiu;, di rferl /,,, ' . , 1 •. . , ,1 , n ~ 

110 surrd .,h({l/ continue i11 1•J11 r r1 •0 Ir, ,'J,i,.., ·•",if ,-cnnf·,,1 01 1cp70cc­

lll mu;t po/,cie., until 11,€ in,urc ,- o,- /13 ({ 111/,orizcd rrp, 1 c,(,1/ttirc 

112 receiru: n Jil'CJ" 1!_11 excculrd _fu,-;,, ,l,_lfi1;_0 U,e other per.,·oual 

113 111)11/'_IJ protection l.,e11€_fil optio11. 

114 The Jif:/'·'J/ir'I 11.J,1r!1 11ruft·, 1,:1.,;1 /,, 11,._rit (jll(ui; (I,' I. 1.l ,', :71· 

115 11nmul ins11rerl shall nppl_11 to o/1 011 10,,,r,/,i,'c., 'J1 1·1,crl l1y tl1c wo,,r-r/ 

116 in.</1t"t1l an,/ fr, n1111 i1;,1;;1d.-rr!r fn1;,i?1, ;,,, 1nl,1 r 11'1,r, is nr,f ,, i"!u1••1l 

} / ,-j t l ( 1_ / ( i , , [ 1 , ! I,_, l, .. ! ' i j i , ... ' 1 / ' I I 

11S i11 tJ11 cusr 111,,_ ,-r 1,,.•1r, !,' · <,11· 1,r,/ir!, 1 - ;/; ,1/1 1 • f,_. !;,r ,1 11,.1,l 

119 insilred or i;,;,,., ,ii11t, f,111ii 711 1ii•11 /,, r. 1111,l tl., , ,,li. ,, , , , 

]~U f,,,-r,lf JH'J"., 1 )1,0 1 , _;::'.l_i; 1-rt,f( t:,~1n l11_ n(.(i ''1. '11 ..... ( 1.1 ,11·, "! ·c 

121 j11;·y J11ut, 1/ivi: /,(il,f! 01diu11, 'ec!,,111i/ tl1r i1,)un,l 11u,,,,tl ;, . :,, ,I 

122 shall apply. or i11 the case of ai1 i1umediate fr11,;,'/_,1 1,,r 11,l,rr :rho i, 

123 110/ o 1,on;ed i11s11rerl aw1 is i11j11nd i11 an or,;d1::11f i;1ro/1·inrJ a1: rwlu-

124 mobile to 1rl;ich r: Ji0 1icu is-11F1/ to 11 w 1 1;1erl in.,1,rf,/ in fl;, 7,, .. 

125 hold of the injured i11111;N/intc f11,11;'[11111c111/,n n7JJilies. tl1f 11erso11al 

126 in.fury prolt1 ti,)1? /,rn('fit option rl,,1/rrl /,!I that 11nme,l i1,-111Hl 

127 .-hall app/jl, .YoliN or t/t( 11(/"SOill/l ilij;:r.11 11rotuliu11 /,,;1, _::1 C,J;-

128 tio115 urnilal,/c c,l,u/1 ic giren in CICCOlfluuce 1citl, ,(c/ ;(11/ 17 of 

129 P. L. 1983. r. 362 (C. 'l'i 6-4-2'1 ,. 

· 1 5. (Xew ~ec:tion) The comrni,;;,ion1·1 ~]1,1]]. ,,.-itli;i1 i1n 1b ,-,_ of t11e 

2 enactment of tLi- Hi-::c :=irnc1llbtor~- arn1 ~11:,JilL•Jl!Ontar:, ;:L-'.. 1n11n,-

3 ulgate medical fee schedules on a re:rional l.1:,~., 1<.>r tl1L· lc·i':,1,:,. -c--

4 ment of health care prm·iden: pr0Yi11in!:! ~r:n·!, e- or i:·1:,, : ,: •·L'. 

5 for medical expense benefit" for '";1id.1 }J;..iyrJJent i,,, r0c1uiru: tci 
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he mafk undn thf' per--onal injury 1wotPrtion ro,erage pro,·idC',1 

for in Sl·c·t;rJn 4 of P. L. 1c.::2. c·. iii (C. ::::1:6.\-4). The foe sc1E-dule'­

!==h~ll incorporat0 tlir· rea:-onable and prernilinz fee:,: of 007c of 

tbc- prac·hior;cr, with:1i tl..· n·:,:ion. lf. in the case of !-pecialist 

proY:,~•-r-=. 111(0 1,· w·,· f,.,·., :· tL::1, :-/• w:1:.:1, .-,1~· re~ion. thE- ff'c 

"c-lwdnlc- '-hnll incorporate· tlw rPa~onahle and preYailing fees of 

thr• ~J•'•eiafo,t proYi<ler!- on a Statewide basiia:. 

G. f:.ic,rtiou ]::J uf P. L. l!lS3, <:. 3G:2 (C'. 3fl :(i.\-4.3) 1:- amended 

to read n~ follow-=: 

13. P01·,,011al in~my pl'otec·tiOJi c·OYL"ra;:t• deductibles[. exclusion:, 

m.d ~Ptoff'-]. ,Yitli re'-pr-(•l tn 1w1·~rnia1 illjury protection conrage 

p~·o,·ider1 on an automolJilc, in aecorcbnrP witl1 section 4 of P. L. 

197:2. c. 70 (f'. 3fl:/'i.\-4). th nntomr,1,:lv in~m,·r "hall, at appro­

priotr·l:: rednee<l premium", prm·i,le [the following] . a!' n co,­

r; a~•r [option~:] 01;t10;, 

[a. ~T0di(·nl] i:··,Ji, .. ; •·:;pc·:,-,. L·1wfit rl0llnr>ti1,1r-- in arnou1~1 .. of 

$j(if),fl(1, !!,:] .(JI 1:·.o,, ,rn,1 ~:: ~/1(•(;: I '.'ro• ;:::·: (l]j(.' :1eei<1ent[ :]. 

[h. Tlie option to PW·li111,, n'.l Jr.nr,fi:~ nffr•n·,l UllC1r>r c;uh'-eC'­

tio,i, b., c .. d., and e. of '-C'C'ti<n: 4: 

, .. A c;etoff rmti011 P11titli1::: 1111 ,;11 · ,,,::nl,i1r ;l,"'11't•r payin!.! 111rniral 

<•xpen"C' h"nrfit--= n1ilni· •·P<·t:or, 4 '.o 1·Pin1hun,rniPnt from. »nd a lie11 

on, any reeoYer~, for nonr1·r,nrm1fr }o,-:. hy an injured party pursuant 

to m1 arl:itration a":a1·,t jn•lic•ial ~,Hl•rnwnt o:· Yohrntar:: ~<·1tlPrnPn1 

for the amount of tlH· ll!Ntca] <·XJH'n'-e hr11efit .. pair1. 1,ot to excPed 

~11~, of th· :P1,,,unt o!· tlH· ,rn·,,,·d. jncl-.'.J1.,·1.: ": ,r,'.•ir,rnrr:L i1ir·]11d'1,·. 

r0r0Yr,·ic·, nnclc-r nn:n,nrc·c1 RJ1,1 nnrlnr:11,,'.1·1· '. 11 1 ntnr;-• rr,y,:•r:u:·0. 

rxc·C•j ,: t ];at i :. at thv tinw of thE- ward. ~ur1~J; 1r•nt or "C•tt ]P1i101,:. 

1l1e nil:•.,'.J,1 of rnr•11'c•:--:· C<\pr-11,l• hr-1,.-.::', ,1. ,. - J.nt rxr·Pc•,1 2:·,r-; hi:· 

:HlrlitionDl eX]'PllSP Lene-fit- of rrn irnkt,0 n:1inate amount are antiei­

patl'd, tlw a111O"Jllt of tht· -('~c,:~ ,li,,11 1 c, :20'.; of tlk a,ra.rd, judg­

ment or sett1eme1it. with 1:1l' rliffrrc11c1• he:w(•c·n tLi· Yahh' of the 

2oi:-; and tlie a1·:,nm1t of Jlj1'(1;rnl rxp,·n,e hP11efit, v·r.,:;on~ly 11a;(1 

to hr placed in an intPrC•"t lwn:·in:.: trn,t arcount for 11,r· to in­

c1enmify the imurer 1;r.y·1w the Jlledica'. 0:,-:pr,1J,e brndit". a;.. the 

lH.'JiC-fi,,. are p:-,id . .\ttornpy\. rontin-::t,nt fc-("' ,-],rill b,:_; computed 

on the amount of tLe :w:,:;·cl. jud!m1011t "1. ,r:-tt1rment. lr--~ tlir-

2mom1t of the· --doff. ,,.·J:H -. :off --J::.11 k. if 11 , :1JPdirn] Pxrr•i;-. 

he1wfit claim of the injurN1 per,-on. a~ of thr ch,tP of tl,f• nw:;r,1. 

inrl~:iJJPJit or '-(•tt1,•lJJPllt i- rn,1ll•·. if-: (1) c-ln°c<;. tJ.,. amn1:1 · r,' 

rnedicr.l expen,e 1,enrfit, pai1l. nnt to exceed ~(\'~ of tl.if- award. 

lr;11.·]J. ~! r-~ (•~· 1~-,~ ;;\\.fl~·i1. _;._i,.~~-



;~7 :,,to::,·: ,l;,1.i ;,:-,,,, , :,: ,],-,J 1,, ,Q:".l,ur,.:emP11t ont of the amount 

::i, c,+· t: •• -:ptoff for ('0"!" ~r.t:;•1l1y incun0d in thP in,titntion and 

3U pn,-ecuhi11 of the ct:;11, ur ,1dio11, \.]:, li amount shall in no in-

J '" . 
\_II'- of tic,· e1:i:01:11t o! t!w -:•tu;i', :11 u nwnner to bL' 

41 pre'-crihe<l by tLe Sup1einP Co 0.1?t. :\'othi11_g· in this subsection shall 

-t::? t,,-, con-trued to pro!iil,it ;;11 ntto:·ne\' rei_,n--,·11tin'.Z the injured 

43 party from recon·rin:.: fro!:1 the imurt:>r prn\·iding- personal in­

~ jui y p1 otec-t:011 lw11cfit - thv :·t•u,-,onub:c c;>'-t of .my legal ,Qn·iee:3 

,!j rende1ed to that ;11,:11, r !·,ri::.,1rily in conjunction w:th the seto:'f 

46 reimbursement,] 

4i A <le<luctihle[. exC'L-i•J:1 ,1r ,-C'toft] f•l•·ct,··d by the narnPd insured 

4S i11 acc-or<lance ·with thi;; ,pctinn '-l1all apply only tn tlw n:,mrd in­

,1.9 rnn·d :rnJ ,!11\' re,-,ick:.t :,·Lti,·e in the na!lled insured';; bousP­

.)1) h ,1,1 "·llo i, not n.1: 0 :,,d 'i;- ;rr•d under nnntlw1 antornnbilc in,ur-

:'i::? injury piotection h1•1· 0 !':t, rP11u'T1·<l to he pro,·ided in arconlance 

:->-± [Tn tlw <·'.1'-,· of ,1 1,11.:•1>,il P:,JH'n-•• henpfit deductiblP, the] Th' 

:'.>,1 nu 1 /ic,1I e rpen.,1:: bu1eft , :cL1,ictihle elected by tlie nan:ecl insured 

,"'Jli ,;L,ill i,1.: ,,.,, '· <,,,:l for · 1.y 01 1 ,.· 11,·e:,knt, •,1'!:etlwr the mcc1ic·,d exprn"•: 

57 ]y,m,fih are Ji3i, 1 or JJ11,•:;.7°,1. in tJi,, ,rn101mt of the d1:,ilneUJk. 

5b to the 11an1ed in-nrecl (1: ,,, 011e o!· 1,,r,, L' :·,•~itlent r,·htiH·- in th,· 

;J!i llPDF1 c1 in"lll'0d · .. 1,n,,..:.,];r,lcl \Ylio ar,, not na111PLl in,:urPd,- 1rnLlcr 

r.n ai:nt1,rr imur3ner, 1 ·oh·:,. or tn nny c0mh:nation tlwrcof. 

ii1 ).'q ;!,,u:,·1 O' lt·:1'tL 1,: .-,, :,Jc.r 11r,,· ;,'. 11..: hu,Uit;:. to an i11;:.meil 

G:2 \i·l:o ha~ e)e,' t C'd ,1 ,1°clw,:;:,1 :,·;••,1:1!11 to [,uh-ectir,n ii. <Ji] tLi, 

6G ~nh;:ection c. of this Sl'd:::m ;rn:· re!1!:l;llin:..: p!·incii,al and all ac-

67 crued interest in the tru~t aeerJ\'nt "t the ti1::c the final paynwnt of 

6S medical expense benefib i, made --ki!l lw paid to the party to wl:011, 

69 the award. judgment or settlement was made, or to bis estate.] 

70 The Commissioner of T:1"uriut· -]1:111 :1 dnpt rulr~ and re1;nln-

il tion, to effectuate the 11t:r;,r 1-,, 1,f tLi- ,;c•ction. 

1 i. Section S of P. L. Hl72, t·. 70 (C'. 39:6A-8) 1s amended to 

:i S. Tort exemption: li:, itati<,11 ~n tlie r;ght to WJll(•,",)110rnic lo 0 ,. 

+ One of the followim. t\i'(J tort o),tic,n~ ~hall he el-:".r,1. in accor-

5 dance with 8ection 14.1 ot P. L. 1 \1::<3, c ;Jti:2 ( C. 38 :C-'1-S.l L b~· 

6 any named in~nred rc,p1ireJ to rna;ntain 1,erc:ona] il1,ipry protec-

7 tion coverage pursuant to -eetion -1 of P. L. 1972, c. 70 ( C. 

8 3!.J :6.A.-4) : 



9 a. E-er~· owne1, registrant, 011erator or o'.'cupant of an auto-

10 niobile to which section 4, personal injury protection coYerage, 

11 regardless of fault, applies, and e,·er~· person or organization 

12 legally responsible for hls act" or omission;,, is hereby exempted 

13 from tort lialJility for noneconomic lo,:;s to a person who i:< subject 

14 to this subsection nnd who i~ e!t),.,r a p0r;;f'\JJ who i,; required to 

15 maintain the conra~e mandated by thi,:; act, or i-- a person who 

16 bas a right to recein benefits unJer section 4 of this act as a result 

li of bodily injur:,, arising out of the owner~Lip, operation, ruain-

18 tenance or use of such automobile in this State, if the bodily 

19 injury is confined solely to the soft tissue of the body and the 

20 medical expemes incuned or to be incurred by 1mch injured person 

21 or the equiYalent value thereof for the reasonable and necessary 

22 treatment of such bodily injury is less than [~200.00] $500.00, ex-

2.3 clus:n, of ho"1,ith! e:spem-c,~, X-rays and othc-r diagnostic medical 

24 e:spen,-,e,. TLen, shall hc- no e~:en:1,fon from tort liability if the 

25 injured party bRs sustained cleatL, permanent cJi-:alJility, perma-

26 nent significant disfigurement, permanent loss of any bodily func-

27 tion or loss of a body member in whole or in part, regardless of 

2S the right of any per;,.on to receiYe benefits undc·r section 4 of tlli::; 

29 act. Bodily injury confitwd solely to the· :-oft tissue, for the pur-

30 pose of this section, meam injury in the form of sprains, strains, 

31 contusions, lac-aation", brui;;.e,-, hen:atomas, cut;:, abra,;ion", 

3:? !-C'rnpes. scratcbe;:. ancl tPar:,; confine<l to the muscle,::, tendons, 

33 liga1w::1,t,-, c-artila::cc·, nern-. i::,: r;:. n:11-. arl.:·rie,- and skin of tLL' 

34 liumnn boJy: or 

35 b. _.\.s an alternatin, to tlJC' 1,a,-ic t0:·: 0y,t'.011 specified in sub-

31; :oe,·tio:1 a. of tL, '='L'C-,;cii. e>n·ry ow1i1.·r. re:_::·i--trant. operr.t0r, or 

37 occupant of an auto:nobik to wLic·L ~ection 4 of P. L. 1~72, c. i0 (C. 

38 39 :6-\-4) ap1Jlie,., and eYery per,;on or organization le~:a1ly respon-

39 sible for hi;: acts or omission:e, is hereby exempted from tort lia-

40 bility for noneconomic loss to a person wbo i;; subject to tbis sub-

41 section and wh0 i- eifrr-:· a c:01 ri:: "·ho i;; re11uirec1 to maintain the 

42 coYeragt' mandated by P. L. 19i2, c. iO (C. 39:6A-1 et seq.) or is 

43 a person who bas a right to receive benefit;: undn section 4 of tbat 

44 ac-t (C. 39 :G_\-4), as a result of bodily injury, arising out of tLe 

46 this State, if [tbe medic-:,1 e:spen--es incurrE>d or to be incurred by 

47 that i11jured penon. or tlie e(}nini)E-r.t YalnE- t}•0re0•·. fr,r tl1e rea~0r.• 

4S able and necessary treatment of the bodily injury, is less tha:. 

4c' $1,5L1U.OU, wbic:L all.iOUDt skll 1.,e adju:::ll:ci 1:1r.nuaL:.- or. Jam;.ary 1 

50 of each ~·ear following the operutiYe date of this act by the Co1-
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t:n11:i! C'on"nnw1 !'r;(',• l!HtC'X for tL,· 1,rof,_.,,..!011:11 ;:.0n·ict>" cnm­

poncnt of niedical L'fll'l' ,-c-ni,:es. all ul'lJan com11111ers, r. S. city 

X-rn:,:,- nnJ othc·r diag-110,tir medic-:;] expc,n;.e;;, Tl.it> adjusted rate 

,-Jinll :1ppl:,- to a,1:: <:1.1i11! for 11011,·c·o1wmic lo:-::-< nri;:.i:•:,:· f1 o:n n;,,· 

an,on10bi:e nc·eidellt occ-11n:ng on or nftei· tli0 adjnstnwnt date. 

TlwrL· ,-J1all be no exl'rn; -11011 fro11i tort hdJility if tlie injured part~­

L..1~ rn~taineJ Lka th, pern1:.:11(·ll t di ,-a hi J: t;., lJL'l'l1Wnent "i!..:·11ific:rn t 

1.L,-fi:!urem(•11t, J;erninm·n: le,-,- of any lJc,J;),- fu11c-tio11 or loss of a 

body mc·mber in wholi: or in pJ 1 ~. rc>gan11"-- of the ri~ht of uny 

prrson to rL·:.T:-:t• 1.l'Ill'11t,.. t~11r.lcr ,-,·,·t;(>H -! of P. L. 1'.•i:2, c. 70 

(C'. :J'."1:G_-\--!l] 171(1/ [" (.,(,Ji 1,,,, ,.,,./,,:]l(,l 1;(1,,(J;;1:/ iuj11rv 1cl1ici1 

' . ~ . .,. ,1. ,! 7 . : I I._,,, ... (.: .... ~ !/ 

Thr tort optic•n pro,·i;:ion;; of ,nl.,r_,1·~:nn a. of 11.', "L•ctic,n :-h{tll 

nl,o apply to th· rig-1,t to J';'ten•;· ,·or u,:,t·,0110:,,ic- lo,, of ;rn~­

per:-011 eil'.::ible for lwnefit:- rur;:uant to ~ec-t:on 4 of P. L. 1!17:2. c. i'1l 

( l'. :1! 1 :G_\-!) bnt wlio i, 1:.,t reqi1:n:d to P1aintain })('l''-OJJnl injur~· 

prot<-1:tion <:OYerage an,1 i- 11ot au ~mmrdiah' i'a:!li!:· 1nernhC1r, a,; 

<1efinPcl i11 :-ectio1~ l:!.: of i'. I.. Hl~:-~. c-. 3G:2 (('. 39:6.:\-S.1 \. unclc•r 

i:J Tl.Jc, tort O]ltion prn,·i .. iun-; 1Jf -1:lH•,·Lnn 11. of thi- ;;N•tion :,:h;-tll 

i'J al;;;o :1;,pJy to any p··r· r11: ,;:n1,.i1•r·t to ,er-1ir,11 lJ of P. L. 1r•.;;,'j_ c. 5:20 

I,) (( ·. 3fl:GA-!.5i, 

_t_'' 

Sll to he unconstitutional. tLe pro,·i<c-11~ of t]J,_. c·ntirr rnb~edion i-l1all 

Sl be deemed null a1Hl ,·oid. :.nr1 ,_,,-;t]ir,u; Jmth('r (•t'i'C"d. hut the drei-

8:2 sion of tLe court :;hall not afi'Pd the n1liclit~· of any ot!L·r 1,roYi--ion 

83 of this act. 

1 8. Section 1-Ll of P. L. 10~3. (·. ;:;1,;:2 <C. 39 :6_,\-S.l i 1:- amended 

•1 to rea<l a,- fol}o,,.-.: 

:J 14.1 Elee:tio1, of tort option. a. Election of a tort option pur-

4 suant to ,;:c,l'tlOJl ~ of P. L. H17:2. {'. i'O (C'. 30 :G_\_.;;) ,-k,''. he• in 

,J writing- by th· nai!:L''tl in-:1 !·"d .-n1 ;, for:: 1 ap: ,ro,-,.,1 hy tltr• Cu'.:i­

f, mi,,-ioner of In,uranc-e. The tort op:ion r•h1et(•11 ,hnll npr,l:· to tli0 

i na;i1ed in~urcLl nnd ai,:· i11.m 1:di::it(, farnil~- memher rr$idin?· in th0 

8 named 1n-nri:L1'::- lw1~~c· 1 '.c11,1. ··fo::,,('Lliat-· fn::::1:· :i:-·:1:Ll'r" nll·:'ll" 

~) the spome of the named insured and anr child of the named in-
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i;. nc,1 r; J;arncd i11,11n·,~ m1, 1,·r ; :1011,r·r flntc,:;,n· .:J,. i1>:;1::u, •c· policy. 

L. If tlie nan1eJ in-un·J fa;> to elcc-1. i11 ,•,-riling. an:,: rJf tlle tort 

01,·ic,110 offl•JH1 pur,-nallt to sec1io11 ~ of P. L. 1\:7::, c 7ll ( ,_·. 

3:1 :r:_.l,,-'- ), the n:t11,c•i1 i1c-:1; ·< ,l,,J] l c, dc,·1," c1 1r, r,]r,l'f 1],,. tr11·t 

OJ1tio11 of sul1secticn n. of tl1nt ,ccti011 8. );'o nc,\· automobile policy 

i-suc-J 01; n1 ,,, :l'J July 1. (J '.!>4] 1v.~;, iL thi~ Stnt•· sl1all 1.(• i,-"m"L1 

by an in'1Hc·r u11lc,,,," tLl' 1,:1:.1C'tl i11-1:1nl kt:- elect(•cl 01w of the tort 

option~ pro,·idc0 cl in <-edin1; C 

c. Tlie tort 01 ,!i011 c·kd, ,; l ,. :, n nu·cl in-1nc,: ;.l;nll continue in 

forc,· cl" tn ~uli-e,J11 111 n.:11c•\\·,d 0;· n·plac·c·1iH·nt pc,licir·, m,ti1 tlH' 

in-.:urer or it~ autLorizc·c1 re; Te,c·nt:di,·, Jh·c<Yo, a 1,ropcrly ex­

E'l·ulL'J forl!! elec-ti11g t11L· 01]1, r tort c,r,1ion. 

2? c1. TL0 t(lr1 01it:01, ,.\,c:. ,'. 1 • 1!.c· 11:1:.,, c1 i1,-11• <•c1 -lrnll apply to 

24 ,ill au10,1:1,],:l,·- c,,,, J.C•t1 h:-,· tl.c nn,::c ,: i:i-i.,rC·<l ;rn,1 tr, fir,:· i:111l1Hlintr· 

~t- mL'nJb('L 111,,: tlie poli(•ic•, L:t\l' cL:.,:run :,,n c,1,: ,,;.-. 1: .· ic 1rt or,1:0,; 

2!1 C'lect<:cl h:- the injnrec1 nn1JJ('cl i1:-:nrrd ~lrnll n:·,r1y OJ'. in the· <'R!"r 

31_1 of ai; immediate- Ln: i::, rnc·:1. 1 , r ,.1,o i- 11ot cl narne<l in-nred and 

31 i:c injured in an accident irn·oh-in2 an automobile to "·hicl1 a policy 

33 di:.tc, f:,1;:ily member clJ•1,h..:. tlic- tC',rt c1;·t:011 c•lu·tecl l,:_. tli::t n'<med 

;;; ill-meJ ~lrn1l aJJ],1:-,·. 

33 (l]i .b>· 1. 

3, [tlJi, 1%3 a11,c·ndn101 :· :,1 L: -1;: •] ,Jc.rne11tar:· <t('1] J'. L. 1.r,~ . . c. 36:: 

39 (C. 3:1:C.1-:23,1. 

1 9. Section 10 of P. L. H17:2. c. 70 (C'. ::\~1:G . .\-l"i 1- arnrnc1u1 to 

., react a~ fo]]nw-:: 

3 10 . .A<lc1it;on:-,1 JH?r:-ona] inj1;rY prr,1°c-:i,,1, c·,,\·e1 ;1:..1•. Irn-nrer,;: 

4 shall make nYailable to the 11ameJ insun·,l c·own,r1 lllil:c·; -•·c-ticm -1, 

5 

6 n:rnicd in-nrhl, [-uitnhlc• ::itlc1it:01J:11] 1:· -1 : :11·1:· c·o,·•:·1 ,.::1.• f,,, ii> 

i eo::iv conti1;:::1+:o:. 1c11c·:':1-. ,.--- ,·,t;al ,c· .,., .. ,._ :,,·::--'.:'-. ,1 nt\ lwn•·­

S tit:- m1<l fmwr:tl vx1,e11H· l,e1:efiu,[. lint tl1e JJ:C'0J,1,· c11r,·ii 11ati 1,. 

!I and e~-vntinl sen·iec,~ lJL'L•·:"'.- -L, 11 ce>,i- 1 1'.i,c,,_ t1,, ck,,:L ,,'. 1l · 

](, dain,ant. and ~Jrnll not operute to i11crease tli,· fl)!,,:11,L, c,: a1,:, 
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13 esta lJhLes that the an;ount of loss s1,stai1:ed exceeds the coYerage 

14 ,;peeified in ;.ec-tinn 4. The n<l<Uinnnl co,·<'ra~e cabnll he offered 

15 by the in~urc·r at least annually on a form prescribed by the C'om­

lG mi-"ioner 0:0 In-m·1m, l·. ·:.-hicL ,-h,,11 ]),., ,,ttetchet1 to or :iccompan:,-

1 i a11 nppfa·ation..:, initial polie:ieca and renewal rolic!es or renewal 

18 1111ticPs. Incorne contin:rntinn in exc·e-, of that pr0ddNl for in 

19 section 4 must be proYided as an option by insurer;,; for cli;;nbilitiec::. 

20 as long as the di~nbilit:, pPr'-ist~. np to on inr:-ome len•l of !t33.OOO.OO 

21 per year, pro,·ided tliat a. the exce,:~ between S-5,:200.00 an<l the 

22 amount of coYernge c:ontrac:tecl for ,-hall be written on tlk basis 

23 of 75% of said difference, and b. r<.>g-arclle-~ of t11e duration of 

24 the disability,_ the bern·5t~ 1,ayable slw11 not exceNl thP totnl maxi-

25 nm:n amount of income contim~ation benc,iit;; contrnc:tecl for. Death 

26 bc-nefits pro,·icled pur-nnnt to thi,-. ,0c~ion sLall hf payable without 

:;i rc-;.:ar<l to the periot1 of 1:,1.e: eb1,-i1:_:.: h1•,\\·,•en tLe l1rite of tL,: ae,:i-

2S · dent and the date of death. if de:-ith occ·urs within two years of 

29 the acc:ic1ent and result~ from bodi'.y injmy from that accitlt·r.: 

30 to which coYnug-0 mh11:r thi.: section applie-. The C'omrnis~ioner 

31 of Insurance is hereby authoriz(,d and empowered to e;;tablish, 

32 by rule or regulation, the amonnt.: nntl term:-: of in ... ome c:ontinua-

33 tion imurance to be pro~·iclfd pursuant to thi;;. ;;.('(·tion] ,,c _follow": 

34 a. b1comc co11tinwrti0•1 l,, Jirftl.,. The Jl'l!Jmriif of tlic loss of in-

35 come of an income producer Mn result of bodi/1_1 i11i 11ry di8nbilifJ1. 

36 i11 nn nmo1111f not le.cs tl··1, s·100,r1() 1,Fr 1rer7·. for n11y on.: prrs011 

3-;- iii any one accidoit. n;;,7 ,:r,t ;)10/'( tlir111 n11 ilic0/11( /, 1·, I I ,fr;l,!ishcd 

38 b!) fl,L CO/lii1ii-- ·c•li(/' l,y /'C!ill/(l(io.,. 1cl.i:.'- .,J.ull l,(: )iC,f /, ,-5 nan 

39 S.3,i,000.00 prr !!ear. Tl1c i.,rnrfit .<]1nll l,c z·,,111(1/,!c ns /c,1;f/ ns t],€ 

40 disribildJ1 c1,<-t,,. CJftJ,f tl,,.•.'. rep11,-d 11 ,, c,i tli,: durutiun o_f tl;e 

41 disability, tl;c l,e11cf't~ prry,il,!c sl,a/1 not e.,,ced tl,e tcto! ,;;a.riili1011 

42 income continuation benefit contracted for, nor shall the be11efits 

43 payable exceed tlze net income t1ormnlly earned during the p1:riod 

44 in u·hich the benefits are payrzble. Co1·r:rage in a111ou11ts in e:rces, 

45 of $5,200.00 per year shall be u·ritten on tlte basis of 757c of the 

46 differential betu-een $5,200.00 and the corerage 1rritten. Income 

4i continuation l,enefits shall cease upon tl,t dudlz of the claimant, 

48 and shall not operate to increase the amount of auy death l,enefits 

49 payable zmder sul,sfdio11 c. of this :,cc/ion. 

30 b. Essential scrl'ict:·., l,r11f_fits. Pay;,ifiil c,f e.--.-·rntinl serricu 

51 benefits to an in_i11re<1 pcrso11 .'}1all be 11,ad,: i;. rti,;;l,; 1 r.<Cm(;i+ c,:· 

52 1i€Ct5.<ary ai,d rca.coi;ol, 7,_ expu;,·es incurred _t(,r the s11l,.~fiii1t,: 

53 essential sen·ices ordin()ri/3.1 performed by tl1t i11J11u,! p 1·rE-(.;1 for 

54 himself his, family and memliers of the family residi11p rn tlte 
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household. sub.feet to an amount or limit of $12.00 per day. 1'h€ 

benefits shall be payable during the life of the injured person and 

shall be subject to limits e.ctablished by tlie commissioner by regu­

lation. 011 accoulif of injury to any one person i11 any one accident. 

l Ii tli c e i-r Ii t o ,f tl, f u' r 17, 1, .1 0 ; , c p <r ',_ , u ·, 1 r .<, r ; If i a / s e 1T i c es a,­

a rernlt of injuries sustained in (111 aaident cntitlinq the person 

to benefits under this subsection, the maxi111111;, amount of benefits 

1rhicJ1 could hare been paid to that persou 1111der this subsection 

.,]wl/ l,c pairl fr, t1,r Jd'/<r,11 i1111•1·rin:1 tl,e cq.rnst c,f prc,,·idinp tl.r 

essential sen:ices. 

r. Dca/11 benefits. In t1tr n 1 ;,/ c,f f111 denf1. of a1, inco;11c 1,1·oduce1 

as a re8ult of injurirs sustailied i11 011 nrcident 1chich entitles the 

perSOli to collect be11efiis und,, .,rcfi 1n1 4 of P. L. 19i2, c. 70 (C. 

39:6.4-f I. the 1nn.rim11rn amount of l,rn1-fit~ 1chich could l1are been 

J)nirl to fl;( inco11,r prorl11rr1. 1;;,t f<,r hi, rlentl,, 111ulr,- <ll/,.,1cfio11 11. 

of tl,is .<ectir11, shall IJC poid tc, 17,r ,<11r1·i1·in1J .<po11se or ,<i/JTii'li•.Q 

rhildren. or i11 tli( r1·rnt tl,rrr i, 11(; sun iri11.n .,z10,1cr or .,,:1T11·111p 

childrrn. then to t1,r NlotP of the inrome Jl1"0rl11rr-r. Deaf/, lie111 fii­

pro1·ided purs;1aiil to tlzis s11bsccti0;; sl,all be pa_i1al,/,_ u itl,oiif re­

_r;orr? tr, the peri,,17 oj' ti111c elnp<i11p bcl1rer-J1 tlir dntr of fl,r nrcidr11t · 

and tl,e date of death if Jeatl1 ocrnr, 1citl1i11 f1rn y((lr.< of the acci­

dent and re.<1tlts from borlily iniury .from that arrident to 1c11ich 

cou mgr u;;der this s11bserfio11 applirs. 

ii. Funeral e:rpel1,0 e bellcfits. All rw.conrzl.i1€' funeral. burial and 

cu1unlio1; expense::. Siib.iect to,, .<1t1d,1·, 1/ 11,n1i,1,u;; u{;; 0 (!. 

o t n b Ii.< 7, rd by fl, c, co m 1 ii i 8 ., i r, n , , 11 _1 1 rr p " Io f · ,- , , . r, 1: n" o 1111 t l, • ti, , 

deatl, to nny one person rn any 011c accident shall lie paJ1nlh tu 

tl,e decedrnt 's estate. 

Benefits payable under subsPctious a. and b. of this section .</,all 

cease upon the deuth of the claimant, and shall not operate to 

increase the a111011id of a1;y death brnefit.c pnz1ol,le 11ndcr subsec­

tion c. of thi:- sectio11. Benefit option, z1rcll·idecl fur 1mdu this sec­

tion sl1nl/ be o_fJered by i11.q1rrr, nl l( fl ,f nnnual/!1 011 n form 7Jrr'­

scribed by the commis.,ioner, u-hich shall be attacl,ed to 01 ac­

company all applications for co1·eragc. ii,itic:! policies u,,d rtneu-al 

policies or rene1cal notices. Bc11cfts payable z;ursumif to this sec. 

fio;, or ~ecti0;, 4 uf P. L. 1972, l. 70 r(. 3:•:6A-4, ,,],a'/ 1,rJ/ z,, o-­

signable, except to a prorider of se1Ticf benefits under th~ ucti01,. 

1101 sub_iect to le1·y, exerntion, attacli111e11t or ofl.•:r J'dOC'U' ft:, 

satisfaction of debts. 

10. Section 2 of P. L. 19:=-3. c:. 3,jS (C. 3~• :G.\-::!0., i~ a,Lend, J 1L­

read a!, follows: 
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:2, <1, • \ j ; \" l' ,1\l • ; II : 

+ opr•ra(\·,. rlate of this .l('t. for the" reco,·e1·:-· of n,,11cc·nnr,::1ic lo---. :,, 

3 ck•ti.nec1 in ,-rction :2 <it P. L. ~~1,:2. l. 7,1 (( ;;£):fi.\-:21. c,1· tl1e r,·-

11rnr,rrty. ari,-ii,:, 011t oft: l' npr•r,lt:<>1, 1J\\·11(•1·-l:i1,. r.rn:11!•.·11a11r·e or 

'"' 11-r· ot :111 nntnmoLdr-. :1- <1,,i, 11,·d ;n •1 .1t -•·t ::n11 :2. ,l,:>ll l,e ,-n'.,-

~1 rnittecl, c·xce),t a,- h(·r•··nnf,,·1· ]'1'0\·i11,-,1. i., ,nhitrntion h:-· tb':' 

1 fl a,-i;._m1,(•nt jntlge of tlil· c:n,:. t ;1, ·dJ:,. l1 t;:c· :1d;::,n i~ filell, if tlie 

11 <·11·:1 t d, t•.·nlii!k·· i;,: • ,,:, : ... w::,t ·n , 011·. 1 Cff,•r,,· ·. [-!-·,.,, ... ,.. ] 

]:2 .SJ11J1u1 1.00 or Jc.,,, , .'\l';n,i,·c· oi' :ntrn·-t .. :·tl co-t-: JJ'.'u\·:,;,; ::;:1'. 

13 if th· actioll i~ for recon•ry for hotl, 11nn0ronomic• <11Hl e"ono1:::·.· 

1-! lu-,-, the ('(J;,tron·1-:-· -L.: :, • -::L:1.:ttl'd to arht,·.1(n11 ii ,;,o eo·,11 t 

]:J ,1,·t, r:, in,·- that the :u,,onnt in c-c,ntroYer,y fo~· 1101H•cnJ.umic lo;;:, 

](i i- [~l.'j,(1(,(i_11i·] S·1r,,IJ(10.r1r1 or 1(,,--, r•:-;c-h'.-'.··r r,'.· intt•rr·-: :Jllll CO"t". 

li ] .. \'r,•,,,-jt1 -·:.•.<lin:-· ,l::,'. t],, n1i:0nnt ;, rr 1 ,trn•:,,1•-· ' . . 
1 11 :111 :ir·' :· ·· 

1~ for noneconomic- lo-, i, ::1 r:-;:·c"'" nf [~15/101!,(1: 1] $-2n.1100.1111. th· 

Hl l'Ourt nw:· refer tL(• ,i:attrr to r.rbin,,tion. i1 :·': ,,f '.\·:· p:1,•t;,., tu 

;::(1 th 0 nction eon,:ent i11 \,·rit:11Q· t11 :Hhitrntion ,:rnl th0 co,ll't drt.:r­

:21 1ninb that tl1e c-011tro·. er;;;y do(', not :n,o: .. c• nn\·c-1 ],•~:,d ur an,]ul:, 

·•·1 com1 1lr•x foe~n:,l i--n,·:e. 

2::1 :-,;-o cause of action rlrtt•nni11C'd by t1ir, r·nnrt to hr. npon JFt;per 

2-l 11.ot;rJn of :rny pnny to tl10 eont i ,1·. ,·r-:·- fr;,•olou'-, i11,nh-tanti:il or 

25 without actionahk cnn-l· -hall be sul,mittl.'ll to ,nhitration. 

26 The 11ro,·i,ion-- of tl1i, ;,:ect;on shall nc,t r,111 1ly to any contro,·ers>· 

2:- Oil wL,_;: ,ff u;:,jtJ',llJOli Jlc•.-:1,J; ",')I- lcL,'.:.·lul ]':"'tu the filin~ 

.,.;; of the action. 

32 lia- not been co11cludecl thereon. 

1 11. SC'etion i of P. L. l~J:::.::;, c. 3j:- 1 C. :;:1 :tis\-:;, 1) i, nrnvnJc·d tu 

2 nad as follows: 

3 i. )\otwitbstanclins tliat a c:ontrO\"C'l':-y wa;;; submitted pur;;:uant 

4 to rnbection a. of -:f'ction 2 of [tl1i- ae:t] P. L. 1'16-;, c . .s.;f re. 
;) 39:6A-251, tlw arbitration award for 1:u::ec·onornic- ],-, __ 11,,,y c-:-;­

ti ceecl [$13,uuu.uu] 8::u.11,Ju.uo. The ai·:J: t1 ation deei,,iuli ~Lall Le in 

7 ,,·riting. and ~1Jal1 _...:(~: fortb tl.Je 1~ ... uc• ... in ('OntrOYL}1 ~y, und t11E' 

8 arl>itnitor, · findinµ-- anll eone]u,,i011- of l,rn· ,rnd fr1ct. 

1 1~. Sc,etion ~ of P. L. 1:1;~. c. lfli IC. 3~1 :Cl~-~ i ;,; ai:wndnl tu 

·1 n•n(l :,- follows: 

~ 2 . • .\ny owner, or registrant of a motor n .. :.::,·le r,·~ -t·:·n·.1 01 

4 principally garaged in this Srntc: \\'ho operate,, or e:,,u,-.e" tu 1,, 
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,> op·rntr·c1 a mo:.-,r n-i_,jc],. UJJOl1 any pnh]j(• ro,1;l or lii~l,wny in thi-: 

C. S:,,1,• "i~Lo,:' n.c,tc,1 \·0]1ic-Je liability rnsurancc coYcrage required 

l,y tJ1:~ ac-t. anll nw opc·i-&U•r ,,,-Jin operntr:, or cauc:es a motoT 

1- YeJ/,.]t' to l:w opnat, d a11d ,\·liu kno,\·~ ()l' -,,houl<l know fro11, tb,.. 

}(I n·]iide lir,· ·:.,: in-:cr:c1w1• (•n\'(•J,L••· n,r;niJ,•d l,y th;-: nc·t -:liall b,, 

11 ~u· _i,·'., fo1 tlH, fJ1-t ofl'e1i~ 1•• tu ,1 tine of [1101 le-- than $100.00 nor 

1:2 more tlim1] !"3fJll.0'1 ulirl u p1. ,iotl of CCJI/, 111unif,11 scrricc tr1 /Jc, dfter-

, . ' 
~•J 

14 30 day~ nnJ 111orc tL,n tlnu- 1,:nr.tl.- or hotl1. in the· l::-:c•retio11 of 

1.j tlit' 11.\,11,<J,,,; _i,;,1~c mid -)1:;ll iortLY,itL io1fc.;t Li, ri~Lt to operate 

1G n 111otor n·Lich, oYer tlH· li\!l:way:" of tL;, State fol a 1w,iol1 of 

17 [~i:-; montl,-] o,,, }/Cu, fru1i! tl,, llatv ol' cu1J\':ctio1,. l·pon subse-

1-:: qneLt com·inior,, lie ~lialJ l,e ,,,Lj,"'·, tu .., fov· oJ' [i;ot le-~ tlian 

1 !1 ~:2.·,1•.(J 1 1 nor rnl,1 l' tL:11.] -..:1'·'' 11., ::11tl [:,.,1·] .-7,oil be, !'Uhjh•; tr, 

:2, i1,:pri,01il1.U;'. fur u tl•JJ!: :J'. J,•), le" , :::,JJ tLrN· i11onil1- no,· rnor,· 

23 

•l", _., 

.,-_, 

shr,~l ],i, C>llli-ll·,: 1-Y tl1r• c-ntirt to perfon1: <·nn:11nrnitY !-'f?lTice for 

n 1''.'J'iOcl of 3l' dn:,-. wl1ic-l1 :-:):u 11 1,,. o; -nch form and un sucli t0nns. 

n- t]lt' court :-:liall <i:.-c•JJ: ,.J'. 1 u1• 1·1i1'." t:J rl,,1 tli,· <•:n•rn1,,tnuc·v-]. 1rnJ 

:-:l:,;l] fo:fc<: Li- 1 i 1-t t11 up 1,•·,, ,. :110101 H:L;cle: for a JJPrioc1 o!' 

two Y<'3l'~ fro111 tl,c· d31l· ol' 11:- co11,·ict:<'!:. :rn,1. after thP expira-

21 1rn·:.: r,1 th )il-:elih,nd tl:at tlJe in,liYirh1:.l \' ::: '']'' rn:,• 01 en,;-, :1 

~3 c•u\·n...igfc' requirc•r1 hy this act. A con1plaint for ,·io)a1:,,· l•: thi!' ac-1 

3-! rn,,y lil· rnDcle tu" nn,1.:,•,J,,.] eom, ,,: :.:.: t:Jl,• -_•·,:},in ;:':-; rno11tL,-

35 afte1' tLc· <lDte of tlif: .JL·,.!vd 0J-h•11-(• . .c·1ou.11:1 r, 1 fn r1.' fi11f collectc,tl 

3G pursuant tu fJ.;, :ctfi,·,,. ,7. ,,'/ ;,, 1, ,,,· 11 ,rl l,.1: 1;,, ,r,,·;/ /,, tl., Sci( 

;-17 , l f ,. • ! .i' • -11 I 1 () I I I (1 l, i 1 (· ,. .. j .'., 7 l} " ' j t I I I ' • j ( 'JI ' , 1. i : f .-l .~«jcinf;o11 

3S ('(l::'Ofwl uy .,('c/io11 16 of P. L. 196!:. (. C5 (('. 17 :3uL-4 I. 

1 13. ~ect'.01. 1 o:· P. L. 1~,~•-·, c. :217 l c·. 17 :~.>C.l-f<1 j is amended 

•l to n·all as follo\\·,,: 
., 
" 

1 ' ' 
- 1_'~\)1•~-\ .ii'~~ l:, 

(i he returned tr, :: • 1+{)~·:.,·I r11 l,.1'. ]ri l}it 

: I 

<;; rrqu:,·((I /(, Of iii-I//• , ;", ,,,nnl /(, P. L. 1 •: 2. , . 7r, re. c;,, r,.·J-j 
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:I d sea.; is,-ued b:,- the automobile insurance plan establishc·d pur-

10 ,u:rnt to P. L. 1:170, c. 21-~ ( C'. 17 :29D-1) or any rnccessor thereto, 

11 is cJncelll'd by reason of nonpa~7nent of premium to the insurer 

1:; i,-,suing the polic~· or 1wnpay1!1!,nt of an installment payment due 

13 pursuallt to a11 i11,urance premium finance agreement, the broker 

1-1 of record for tLat polic:· may retain tlJP full annual eommi,;~ion 

15 <lue thereon and. if a premium finance agreement is not im·olved, 

Hi the effective date of cancellation of the policy shall be no earlier 

17 than 10 days prior to the la:ot full day for which the premiuru 

18 pai<l by the iu;:;ured, uet of the broker ·s full annual commission, 

lfl would pay for con rage on a pro rata basis in arcor<lance with rules 

20 established by the· cornm:s:-ioner. Contract~ between insurance 

21 companies and agents for the appointment of the agent as the 

22 representative of tl1L' company sLall set forth the rate of comrnis-

23 ,-,ion to be paid to the a!!ellt for each dass of iI1~ara11c:e \\·itbin tl.ie 

2-:1 scope of such appointment written on all rish or operations in this 

23 State e:xct'pt: 

2fi 

27 

28 

29 

:30 

31 

(a) 

(b) 

(c) 

( d) 

(e) 

(f) 

Reinsnranc·e 

Life insurance. 

Annuities. 

Accident and health in,-urance. 

Title insurance. 

~Iortga~e guara11t:, insurance. 

:~2 (L'.') llnsrital sen·ice. rnedic:::il sen-icr,. or dental sen-i('r rnrpnrn-

33 tion~. innstment eonq;anie~, mutual ben,,fii a~$Ociation~, or fra­

:1-l tt'nial Lc11,_,fieiary as,-oc·iut1on,.,. 

3:i Said Tates of cnn:mi,-,ion ~11:11 1 coi;tinnr, ;n fnrce ard effh·t unk~~ 

:1G changed by mutual \\'ritten consd1t or until t,0 1rniw,t;,_1n of --aicl 

37 c:ont ract a-- be1 einafter plo\·i,1eJ. Failure to achiPn ,ucL rnutna'. 

~8 consent shall re(]nire tlia+ th1 agent's contn1ct be terminated as 

3~ liereinbclow pro\·ided. Tbe rate of commissions being paid on each 

40 clas,- of insurance on the rlatP of enactment hereof shall be deemed 

41 to be purrnant to the exi1-ting contract between agent and company. 

4~ Termination of any ,-ucl1 co11trad for any reason other tLan om 

43 excluded herein shall lwco11," dI°edin· dfter not less than 90 day:"· 

44 notice in writing gi,·en by the company to the agent and the Com-

43 mi,~ioner of Inrnrance. :Xo new business nor inneases in liab:lity 

-i1; on renewal 01 in force busine~s shall be writtc,n liy ti,e agent for 

47 the compan,· after notice of termination ,i·itLout ,nitte1i aJJpro,·al 

-ltl of the cornpally. Ho\',!:'\ vi. during tlfr tt:nn of tLe agtncy cout1J.c'., 

-rn includin:,: the said !:IV-da~ pt,rio<l. tl1e cornpa11:,· ,hall nut refuse tu 

50 renew such business from tbe agent as would be in accordance ;,,ifb 



51 

5:2 

53 

54 

55 

5G 

. " ;), 

59 

6U 

61 

62 

63 

64 

6,5 

G7 

G, 

(i~I 

,n 
il 

72 

73 
74 
7,5 

76 

, , 
,s 
79 
8() 

81 

83 

84 

8j 

86 

Si 
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rniJ COlll)Jany ':, cunent unJenniti:1~ :,L.11,chnd,;. The company 

:::hall <luring a periou of ninE- montL;;. from tbe effectin datf:' of !>Uc:1 

termination, proYidn1 tlie former age1,t bas 11ot been replaced as 

the brohr of rec.,~,rd by the imur€:'<l, and upon request in writing 

of the terminated agE-nt. rene,,· all contracts of insurance for such 

Hgeiit for ~aid colllpany a~ may be in accordance with said 

c:c,i1;pany',- t11c•1; ennent u1,JL•J·\\-ritb,~ ,-taiabrd~ and pay to the 

terrninateJ agent a c:onuui;;.,,ion in ac:conlance with the pre,·iou" 

agemy c:01Jtrac:t of the terminated a~c·nt. Said connni<.sion can 

b€:' paid only to tLe holdei of a Xew Jersey broker's liceme. In 

the Pnnt any ri,:..k shall not niet·t tlw thc·n l'Urrent underwriting 

standard.- of said compally, that <·ornpany may decline its renewal, 

1n·o,·ided th&t tl1r• c:Oll1JJ,n,y -l1nl] gin •11,• tr•n1,iJiflled a~ent a11d thf 

in"UrE-<l not le,-, tL,rn Gfl day~· 110t:,·c0 of ib intention not to renew 

:e-aiJ c:oJJtrac·t of i11;;.ur,:Jin. 

TL,- a~c•JH·:,· 1l-n11i1111'.;r,1, j;J<•\·i,-ion- of thi~ r:c-t ,-}iall Lot a;•)!:: tu 

th<,-C' c•c,1,tiac·i- in "·l1ic:l1 th· cl'..:(•J,t j,. paid 011 a -.a]nry ba-i~ wiil,o..1t 

co1mJ1i--,-ioJJ or whC'l'l' lie 1;:.:re,·- 1c, Jej•l'C'"ent i:'xclu•frely one N•Ji;-

1•,,lly or to tlic, teni1i1iaticlll of a11 n!.:·c,1it ·,,. contrac-t for in~o)Yt?J1(·:·• 

abu1Jdo11mt·11t. gro:,c,, and willful 111i,:.<•ouduc-t, or failure· to pny OY<•r 

to thl' C'Ol1!j)aJl;: nwrn·:,·- dnv to th· C:Ol1.j,aJJ:,· aftel' hi:e- recei1-,t of a 

written dem1rnd tber(•fol'. or after 1·eYoc:atio11 of tLC' ag\;'11t ·~ licen~e 

by the Comrnit-~ionfr of I11rnranc-t·. al!Cl i11 ai:y suc:li ca,-e the COJ!i­

pany ~ball upo11 relJue;;.t of tlw in-.ure<l, proYided lie meet~ tLe then 

c:unent unclerwriti11g ;;;ta1>\,1c1- c,:' tlic· c:e>111]'m:~:. r011c-"· rm;: con­

trnc·, of insuranc·r, fonuerl:,· J)l'Ol'l'~,,.r,1 ]_,~- ti,,- tPrminah·d agc-1,t 

tliroug1J uJ. aC'ti\·t' U_:!eJ1t. vi Jirc-L·il:, 1,;;r-uar,1 tu ,,.u._-1, 1 uie~ and 

regulatioJJ~ fl:, n;liy l.11· prornnl!.:1:tc,ll h:,· tlJI' r·o:mnissione1 of 

Insurance. 

Thc- C'o111mi"..:io11,·r of 111--nJ"all(•c•. 011 th,· wJ"itten complaint of 

any person statin!2 tlw! tl11:re 1111,-. been a Yiolation of thi~ act, 

or whe11 be deems it necessary without a ro111plaint. may inquire 

and otherwi,,.e im·estip1tl' tu t1etl'nuinl' wbc,tb·r tliere has been 

any Yiolo.tio11 of thi~ ad. 

All t·xistin.!f.· c-ontrac·ts hetwPe11 a;.:ent a1:d company 111 effeC't in 

the State of Xew Jerse~ 011 ti11: effectiYe date ot this act are 

rnbjert to all J)]'OYision!, of thiE' act. 

TL\;' Comrni,-i'io11vr ui· l11-nn11n:.- u,::.\. ;; 11'--' JdvLi1:J,c·' tLat a 

c•oJJJ}HlllY i,- in rn,,ati-foC'tory tiwn1c·i«l c:onclit101,. exC'iud,· -udi 

C:OllllJctll;· from tLe JJl'O\"J•Jl:11~ u1 tLi,, act. 

!)] ,YJ:r•r!r.,:,-r UJH1•·1 tlii- 11,·1 i• !- l't>quir,,.-1 11 ,,1 th, ei:,::;J1,,11:· shn'.: 

~l;? rf>new a rontrael of in-11rn11v-·. 1\.,. i,,11,-\':,1 1 -],,1]; 111, frn ;. 
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:q, 01igi11al contract. hut in 110 c'nnt t(I l,t, h'"'' than [1] one year. 

1 1-1. ~..:_,dion 19 of l'. L. 19:3:::, c. :::G:2 (l'. 17 ::28-1.3) is amended 

•l t,:, r,·ac1 a, folio\\·:-: 

'.1 19. En,ry liahilitY i1Hna11cr polic:, j,;,netl in this State on a 

+ 1:1,,'nr Yelii,·],,. exrl11,i,:e of ,1 11 :rnto111ol,ill' R~ rktineJ in '-ection 2 of 

5 P. L. 1972, e. i"U (C. 3~H5.\-:2). but includin!.! a motorcycle, or on a 

fi motorized bicycle, iJ1,,u1i11!.! a_:,:::iiu,t lo,,,; n.·,ulting· from liability 

i1:1pO·t•J 11:, Lt\\ for ; ,:,,Lly i11ju,·:,:. dl·atli, ;11,d j)l'OJH'lt_,. <1nllrn!.!l' 

"' :::u,taine11 liy :rny 1w1:-o:1 ,1r[ .. ;11fc out of tlJ,, o,,·11c1--!1ip, op•iration. 

0 rnai11tr,1wnr·r•. nr u,(• of a 11 1nt(1r ,·ehi<·],, or Ji1ntorized hic~·cle sbnll 

111 1,r0,·i11e prr;;o11;t] in.in:: 1,:utl·<·ti"11 ('n1·e1:1ge l1l'11ef.t,, in acconbi.c,· 

11 ;1·itl, 1 11. 0:11111,1• J, ,J, .•!.,,, ti():; 1, . .,, ,-c•c::,,:1-! of P. L. l'.17:2. I.'. 71) 

1:2 (( ·. 3:1 :ti.\-4). tn pe11,·,tr;:111- \I 1:" -11-•:i:1: l,n,1i]_, inj,,1:,-· iu tl1c· ~tatr 
1 •) ., 

14 or b:-· hein.'..!: -trnt":: by ,;11 ol,.ier·t propr-11,·,1 l,·· 01 from the rnoto:· 

1:i nhic-le or 111ntnrizHl liicYde. 

J,j_ Section 1.;; of P.L. 19·<>. ('. :=i:.:o (('. li'::21'-1..+l 1,; am':'1Hled 

•J to n•acl a,- tuii0,1,.: 

3 18. a\1iy i11,•.1;·,,: autl1u11z•·<I tu ti a1;,-,1d ,,1 lra11,.tl'l111g allt<1!:1ul,ilv 

-! ur lliOtor Yehiele i11--ura1J('t' l1u-i11v-- in t L:, State, ,,r 1.:ontrolling or 

.j 1.:u11trolll'J Ly, or u11L11:1 co1111l10ll cu11tn,! !,::. ur ,1·1,l., n11 rn,-m·c•r 

6 anthorizeJ to tra11,-act (•r tran-;acti11g i11,nra11ce bnsine,s in tlii, 

State, whicL sells a l'oliL·y prO\·iLling. automobile or motor Yel1icle 

~ liahilit:, i1,,u1a11C:l' co,·r•ra,_:(•. or c111y ,-in,,Ltr vu1·e1,1g(•. i11 a11:,· u,. r 

:l ,-tntc- or in :11::-· 1•:·.,· ;fa·,_· r):· 1 ;111:,<l:L ,-]1all :11,:'.,;,lc !!. •·ac-l: 1101:,·:,-·. 

10 co,·erage to sati,-f~- r:• l,·,1-t till' li,1L:L1y in,11ra11c·,· r,•11uirv,1,01,, 

11 of --ection 1 of P. L. l'.1~:.:. , • 1:li' ( c·. ?:J :f'.H-1) or ,-ectio:. 3 01 

13 rerinirements of sub,-ection a. of '-ectior. 2 of P. L. l!1G.;;, c. 33."i 

14 (C. li' :28-1.1), anJ personal injury protertioll brnefit:- con·ra!.!l' 

15 pursuant to paragr,1ph (1) of subsection b. of ,-ection 4 of P. L. 

16 1972, c. 70 (C. 39:6A--4) or 01' :::ection 19 of P. L. l\lS3, c. 362 

li (C. 17:28-1.3), \\·Lenr,·er tl1e automobile or lllotor \'eLiclr in:-lllt:Ll 

18 under the policy i,- u,;ed or Oj1erah•d in thi,- ~;,1t,'. 

19 • .\ny liability in:,;unrnc:L· policy ,ubjc·l't to thi,- section ,.,hall \y 

2n l'on,trned as prn\·i.Ji11!.! tl1<• l',J\·vr::!.:e rr 11uirhl her,·in. nn<1 ai,:· 
21 naHwcl in,ur(•cl. and 1t1,:· inm1rdiatr ia:,:il:,· !ll('tulwr n;,. ll,·t1h•d in 

22 section 14.1 of P. L. HJS::i, c. ::lti:2 ( C. 39 :u . .\-".1 ), m1dl'I' tl1at 11r;}i,:,. 

23 :,;~1all '.,,. -ubject to tLt" tort opt:on :--pec·if:t"d i11 ,u:,-<:,:t:.-11. lJ. •.1: 

2-! ,r-ction,;.: o!' P. L. 107:2. c. i'u t\..'. ::l:1:G.-\.-},,.l. 

25 Eac-li insurer aurl1orized to trnn--.act rJ1 t rnn,,1ctiug autnmoh: '.•· 
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1 

or mntn1 Yehic•]r. in;.nnmc·, lin-;nc•~-- in tLi, SHI\<' anc1 subject to tbe 

pn1Y1,-ion,- of 11;,.. ,..H·tir,1.. ,..];a)]. witlJin 3U Jay:- of the effectiYe dat£­

of tlJi,.. mnenc1aton· m"l ,-upplr•;m•ntan· nc-t. flit- and maintai1i witli 

tLl· Dt-J_1art1unt c,:· lll-uram·,· writtt•n certification of complianc-(• 

witi1 tlit· prcn-i~;on- or 1:,i- ,..,"'1ic.,11. 

''Autornol,ile'' mean~ an nutomobile a;: d('fine<l in !-erticlJ1 "' of 

P. L. 19i2, c. iO (C. 30 :fi . .\-2). 

16. Section Hof P. L. H14-l, (•. 2i (l'. li:2~.-\-14) 1:; amended 

•1 to J't•,1Ll a,- follo,1 - : 

3 H. a. '\Yitli rq,(,,rtl tu all property a!lll ea,-ualty li11e~, a tile1· way, 

4 fron, tillle to ti111f', alter, i;:upp]ement, or arne1,d it,; ratP~. ratin.:: 

:-i ~y,-tem,-. or any part tlil·reof. lJ~- filing w;tJi tL<· 1·omn1i<-,-ionn co!1ie,­

C of suclJ alll·ratio11~, !;Uppl,~111v11t-. 01 a:11l·11Jme11t,-, to~t·tlier witb u 

~ta!L'll1•·11t of tl1(· rr:a-on o:· l'l'H•r,1i- ft.: H1cl1 al1C·rnt;on. ',U}JJ1le11w11t, 

~ u1 c121.e11<:,,.t•1.,. in u m:11mu1 ,:1!•1 \l"itl1 -uc-l :nLnwation a-: ma~· bt· 

!1 n•rjt:irell l,y t:;,.- c·on rni,-,,ionr·r. 11' !-U('li al;, ration, ,-upplt,1i, ,.'.. C>l 

10 an:c·1H1n,r•Jl1 ~L::l) 1:,-n-r, th1: p,J,,c: o; i}J(•]'(,a-.illf!' OJ' 11e(·}'('fl'-in:..: rn10, 

11 tLe c·o:mni,-;:ione>r ;;.]1:--.]] cl'.•tr•n.iinP wlwthi:r tlw rate, a<- alterN1 

1:2 t1Jl'l'l'hy mr rea:,;onal·ll', nd,·qu;;tv, a1H1 nut unfairly di .. criminator::-. 

1;_: h th· <'Omllli--:ion(•l' ,-]1;:li t;, 1t·r:1:i1,,· tl::1t tl1<· rate•,- a,-, ~o alt('J'(•l1 in· 

H not unrea-.:onably high, or inaJ,_,riuatc·. <>r mifa'.rly cli,-c•rirni11atnry. 

13 br ~lrnll J;;al;u r.n onlrr npprn,·in·.: t]11_•rn. If J,r, ,hall find that th•· 

16 rat0- a,- altnc<l an· mHc-::-,~•: 1:ih;l·. inadc-qntc·. or unfnirly cli.:C'rirn-

1 i inntcry. he f'liali i,-.:nc fill ol<l,·r 1ii-ap11r0Yi1;~ -.nch alteration. suJ•-

1-. ple;11e>nt or nPH•JH1cnt. 

11, t. (}h;dl·,; l,y arnt•ntl: .. ,·L'.. P. L. ]'. 1.:-L ,·. 1., 

:,!11 c. lf an i1i,..uH:r or ratin:.: or:..:,1;:;zatio1; fi]e,- a propo,eJ altern-

21 tiuL, ~Up}'lcrnvnt or arne11Ll111c·1it ·,v i1,.. 1:.,:1.:.: ,:. <L·l1,, ul a1.;-· 1•ait 

2:2 thereof, wbieb would l'l·-1:l: ii. a chm1_:..:1.: i11 ratb. thE- commis~io11e1 

23 may. or upon the· l'l'<jlle,-t of thv riJPr or 11pc,;, tl1( ; C(_J11( ,t uf tl1,· 

24 Puhlic· . .\rh-orntP i11 th08f· 111at!t-r., 11 itl1i11 tltr .i11ri.~dir-tio11 o_f tl1r• 

2~i 07jitc of the P,1/,/,, Arli'OCafc. Jii;·;,,·r,;1 r,t Hnf, (',,,u,,,, l_ 1,;1rE1uwf 

2(i fc. .<rcfio1, 19 rd I'. 1 .. 1fli4. ,. :2; rr· .. i.!:T7F-J'- i. --hall. certi(,· 

2i the matter for a hearin~. The hearing !-hall, at the commissioner's 

2::; di:-cn:1ioi;, be co11Jul'h·,1 l.Jy l,:;,.-, 11' or J.: tLv Uf,:i...- c,: • .\<l1JJi11i;;tra-

2:1 tiw Law, crC:'atC:'11 b~- P. L. 1~1;8, c·. c; ( C. 0:2 :HF-1 e: ~('•i· l. n~ a 

;;,1 c·uJJtP--ti:·d c·a-1:-. Tl" fol]owin::!· n·, 1,,i!•·lllC•JJt,> ~!iall app)~- to th· 

31 hearing: 

32 (]) Tlie hc•;,rin:..: !']ml] c·o11mM1c-P within 3(1 day,- of th elate of 

33 the 1·('quc,,t c,r drc-i<-ion that a he>arim, i~ to b,:, held. TlJE' bt-aring 
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:ili rc-1_1uir,·rn,:1.t. lf tl1,. l1,_·<>lll1e'. , .. ,·un<lueted b.,· ... 11 aLlrnini,-trntiYe lm1· 

3-;- _ill(b,. tl:r· :1 1l:i,;11:-tr:i1i1·,_ J.1"' ,irnb,, -li.1ll -1;1, . ."t ;1< f.,1,h,.> ;11;,l 

:3.._ recou,11wrnh1tions to 1;:,· eo111mi,;..io11•·:· 11ithi11 3\1 cla:'·._ of tl:e do.:e 

4'.? <,·,n ,hall he· n,,1c1rn·il 1·:· th· eom1i1i.:,io11nr not ]atrr tb.111 GO day--. 

43 or, if lie ha, granted n :3(1 L1ay e:xten;,ion. not later than ~Hl c1a~·,-, 

1 :1::- .• \. rilin;,.: ,ball be· deemed t,, be a1,-

43 pron=·Ll unl1.:,-- rejl'l·h-c1 111 ,:.O•_i:fil'<l ljy tl:i· r,,1:·11:::--:unvr "'ithin tl1e 

-Hi ti:,10 pr·r:,,,1 : i rJ1·i,k<l );(•rr!n 

-t~ ( :21 The· co:1,•::i--i0i:, 1. •<l t;.v D, r,•r·; ,,1 r,f t'.:,· ( )tiic,· c!'.' .\.d,1.ili· 

4~ i,'.n1ti1·t: L11\·, a,. UJJJ!l'C,j·,1::1i,·. -! .. :ll 1w~:fy ,.11 i11t(;'rl':;t0cl pa.•:,·.-. 

4:1 i11d:;,'.i1::. t1:•· l'u:,]i,· _\.] .. .,,:at•· 011 lwliah oi· •n-nr:rnr·v t·01i•\1:1.l·l'-. 

5::! c1rci,ion tbRt n ];r-:-iri1E! i- tc, lie l10ld. 

53 ( 3) Th" in-mer or ratirn:: O! :cnnizRtion ll!Rk:n~ n filing on ,,·hicl1 

5-l a lwarin~· i" lield :-lwll lwnr the co,-t:- of tl1e l1Parin!!. 

,jj (4; Tu(· ('(J!11mi.-:-irrner lll1l:' !)l'(Jll1lll,\.!flt(• ruh•,- 1111(1 )'('!.:UlatiCJ11-

6:2 e. 111 on:e1 tc, :1,c-,•t. ii- do:-,0 ly a.- po-.-i,ilc-, 1L0 dL·c1clii1.,.·- ,1, .. ..-. .ui: 

63 li of P. L. 19~:::. L·. :-;1;:2 1<·. ;J:::liA-:::::1 f,!I l'l'r•\<-i,,i, ,,: 1,,,u_.,. "' 

64 aniilal,k• opti(11Ja] mnr.111:01.!lc, in,.cnr,LcT ,·u·,,,1a;.:,·- 1•:·1-::,,L'. ,,, 

65 ~ection 13 of P. L. 1983, c. :~G:2 ( ('. 31Hi • .\.-4.,:iJ am1 -ec·ti()lJ "ot i'. L. 

66 197:2, c. 70 (C. 39:G . .\-S), arn1 to i111ple1ue11t tl1e,-e co,·erage,-, tlw 

67 conm1i-:sioner rni'ly n·•:nire tl1e n-e of rntc·'-, fixr•c1 h:· k,11 i!1 ,lllY,rnce 

68 of a1n- bearing. for de<1uetible, c,xeJusion. ,-etoff anc1 t<1rt lim:ta1ion 

69 options. on an interim lJ,,.;,, ;..ul1jh:t to a lH·.t1 in:... illhl to 11 pi o._·i-ion 

iO for ,u'.,,,., 1uL•Ji; a,1,in-tmc·11t nf tl ,. r:1t,·-. h:, rn,)nn, of n '1,•1,:·. ,·: (·,Lt 

il 01· refund retrnactiYe to the l'ff Pctin datt> of thP interim r.:t,•,-. Ti1l· 

72 pul,E,· 11,<• i:.. .-,1, ini:·: '. :.,,, .. :1,,1,;i,·.:i] .. t,, ·,Le• ,·n1·r,r,H::1·- ,n·,1::. 
: ·: •,) : : ' . i ~ \ -f ,l' 

i • !"E'Ction ~ of P. L. Hli::!. (•. 711 I (. :::, :r:.\ '' ,hnl] not L r :t,,,] I: 

i3 the proY:-io11- of ,:.·-- .. ,-::on c. nf tLi- -,·ct;nn !.:f•\·,··11111,:.. •:: ,,,:..:·,-­

if; in pr,•YiOtF]y ,l]']'J'0\'1°,: ,.,i•-- l>I 1,,·,11:.: :',\-,,•:)::-. 

1 17. Seetion ti of P. L 19.;;3, c. 65 (\'. 17::29 . .\-3~)1 . . ' 
1~ a11i1 111rt(~(1 

2 to read as follows: 
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3 mi,1 b:-,· the Xe,Y Jer,-ey .-\ntomobilc• Full Imurance ruderwriting 

ti ..\ ,,ociatiOJi cn•,1f(•(1 p11r,11m1t tc, ,-0c1ir,11 ] r: <>1 P. L. 1%3, c. 63 

!-- imr,r,"ec1 on or aft"l' tlH· or11•1·atin, date of tl,i, act. un]e," then- i, 

~I ai1 accident witli:11 a tl1r .. r• yl·:11 pr·riod irnnw,liatel:-,· pn•eedin;..: tlw 

}Cl effrc-ti,·e tlnte of co·--erng1• which re,-ult,- in pa:-,·111c11t by th€' in~ure1 

1~ c1c-r·icl1·11'. 01 an,· 1,,,YJll'·Jlt l·,, 1],,. i~1-m·r•r of R hn,1il:,· in.inry claim 

13 11ri,i11: . .: 0111 of a colli,-ion nf a 1,1·in,t,_. p:i,;;.en~H antornol.·!,· "·itl: 

1-: n 1•<•r1eq,-ia11. • .\ll 111on•·:·- c,,lJeC'tel1 u11clcr tl::, '-u1,,Pctinn !-]HJ]] hr· 

13 n·t. ;111·11 h: t 1., m-111,•1 :,,...v-- mt.: tl1r• -nrdia1 ~l'. ~'...ec:(h•nt :-lll-

1!1 11. TL,·r,· i- nrat1·cl n \-,,., ,i,•1-,:, :I,1:1 H: 1 :=11'.· P1:1, ,,·l_i,J ,li,il: 

:;11 ap),J:, to all drin·1,- m:,1 ,..],,~]] i,1c-1,1t1l', 111.~ nnt he lirnitc,,l t,, tl:,· 

21 followint! J))'OYi-io11,: 

.,.-) 1] J (fl) Plan ~nrc·Lnr· . ..... .... 1;aJl l;,_. 11··1-:vll. 1H- .•·.1.~ .L~ r111 (JJ' nft,·r 

:?~ .Tmrn~1·:· J. ]084, hY the• Di,·;,ion of :'IJotor Ye]1ic!e, <man:-,· driYer 

24 who ha'- accm::,11::te(l. ,··:tl.;1: t> i:11:1wrlintdy prer-ec1inS!· three year 

2;) 

2fi 

31 

.,-

.)/ 

3e 

40 

41 

period. l,e~innin:.: or: nr f1 :•t I' j ~ ."' t, ~ ·1 ~. ! '. ' ·,' \" , (\ 1 ;:'.':'.. ~]X 0 l' lilOl' 1 

motor whicJc. 1101111;:: n, Jll'o,·i(le(l j 11 Titi•,• ::·ti of t} I• RrYio:ecl 

sln1kirg0" umkr thi- pa; 3:-'.l~<} -]:. Surclrnrg·1·- slial: l,,, ],,yj(,c] for 

eadi ye;1r i11 wLid.1 tlH· dr;n·r po:,;se,,.~,-- -ix 01 1JJun· 1,i:,i1:1,. Sn1·­

cliar;.:e" a;-se,.:sc-d pur,-na11t to thi,.: para::,rnpL ,,,]rnll l1v uut ll',, tL:n1 

::"lCIU.(11, 1'01 ,,.ix point,, ,.ll(l 11nt ie.-, t lrnn ~~.j.Uu fc,r eacli a,ldi­

tionn l point. ThL' eommi""io1H'r rn:-n illC'l'L'ilH' tLc, nrnom,t of "Ul'­

cbarges as he deems necessary to l'lll·dUiih· tJJl' 1m111u,,.L·,-. o1 •mb­

~eetiu11 d. of tl1i,- section and l'. L. l:·::-::. L". (i.'J \ l • J ~ ::.!~i.-\-3:3 et al.), 

and may. pur;.uant to J'('~::nla:ion, permit t}H, defe:rral of all or 

part of any i;:nrcliarge, 1rnthnri7,,,1 1,Y i:,;_ ,;il,-,,Lt·on until 1,., 

end of tbe poliC'y term oi cJL ,1u,o:110;_,i1e 111,u ni.11ce polity "·it 1. RJ. 

efi'ectiYe dah pnu1 tr, .Lmnary L }',,..~. 'Ji•'·; vr>,,·Ji'.,:t1n11 of 

H cmn-ictio:n. 



",•) .,_ 

2:2 

or ~·01· nffpn,,'-' rn111111:tr.-,,l :11 ntliPr .i111·i,.Jir•!:n11, r,; ;:i ~nh--tnntial!Y 

,ii,,i]in 1,·1•,,:·c• tu thr,,,. 1111.J,.!· H. ~- '.;fl:+ -."/1 ••! -0ctinn:? r,; P. J.. 

1!181. (· .. -,L! (('. :-~! 1:-t-;ill.4:i 1, for \·iolatio1:,..: orrnni11!!' on or nftn 

Jmrnary :.:G. 19S-t. Surel1:.11~l'"' nnd11r tl1i;; pnrn~rnpli ;;Jiall l,e h·,·ied 

3..J. $1,000.(J(i pC'r yc•ai· f,,r e:,C"11 of tli-:· 1ir,..t t\1·0 com·iC'tion,.., and not !e!',-

,·,,; tlir0" :,t•:;r J<l'l'io,l. 1f a rl1i\•·r i, :•q,,1'i,· 1 l·<1 irn,1.·r both R. S. 39:4-5(1 

2i; an·: 'l'diOll :2 ul !'. L. 1 ·,.,1. t·. :-i1::: ( 1 ·. :-:iii :~-;j11.-1n) for otfeu-;e,-

r:.: 1; ::.::1 • .\-:r::i C'! f\1.1. n!:r1 !,,;,:·. ;1nr--nrrnt to rr'..!nlnt:on. 1 er:,:/ th,• 

f;:, deferrnl of all or any part of thf•,-0 ,..:urc·harµ:e, as provided in 

6~ para:.:rnph (1) (a) of thi,- ,-uh,-,,etir,11. 

<i:'i If, upon writt,·,n notific-ation from tli(• DiYi--inn of ~fotnr Y<..>hidr,. 

t~G nrnile11 to the Ja,.t addr,,,-.._ of \'t>(·orrl with tb(• rh·i,-ion, a 111:nr foil, 

oi to 1 ·ay ;] c\1!',,;,ar'.!•· k·,;c,a m:ilfll' tl!i, ,-uh.,('('\!0'.1, tL,- ;;(·• 11"(' of tlH· 

(j(;; ,hin•r -hall he ,n;.p,:,rnlNl !'nrtl.,,·ith nntil the --nrrhnrge j, pai11 tn 

G:l th(• J)iYision of )Iotor Yehicl.:,,: exrept that 11:,r,n ;;ati .. :'anor~· 

70 i-howii:~ n,· iL,1i~·•.'llC'>·· r1:,· lh·i-inn nf )lot,,; Y,-,!!r•i],:,, rnn~· autJin. 

71 riz,, )•.1:SlllC'Jlt of tlw ,nn·]:;IJ":•· 01: :111 ;11-t:1: 1,::.'11! k,a;, II\"(>)' ;1 

7:.: 1wriod not to rxc·e,•,1 J,, n:rrnt ):,-. 

i3 F 01 the ])Ul'J)O•l'" "1· t Iii,- ,-u h]',l l'agTn pL ... i 11cli_:.:<:-11ey.. ,linil lie 

i4 defined in rnlr::: nncl l'<' !·nlatinn, :,rnrnnlg·ah•r1 hY t11e Dirpc•tnr 01' 

i,"j the Di,·i,,ion of )Iotor Yehie]e-.. 

i6 . .\.11 monry,;: cn1l1:>dihle n1111l'r thi,- :-\ih·C'dio11 --11:,ll 1,p hilled nnd 

11 colleetC'd by the DiYi,-ion of :\Iotor Yehirlr,. Of thr monr~·,..: eol­

iS lectell J();'r, or the ud11•il , ,js/ of (/(li11i; 1 i.-t,·ring the (,,,_., t,,-,j, ,,r 

70 fli,; .,:,rr·hn,·ge.~ 11'1, :, l1en·r i.~ 11·., •• [.;.:oci: ,.Ji.ii: 111· rPmitt,·,1 to tL, 

8U Xew Jer,-ey Autornohile Full ln:-nranc-e Cll(lt>rwriting • .\.s,-ocia­

~l tion, awl ~.ire] --hall h,_, n't,1:11 .. rl[. for n,1.! ;Jli,trat;n• ,·,;11•:i,•·-.] 

<;:J 1.,:, t11,·· Di,·i,-ic,1; of :'.!oto;· \",.],·, \.,. ;:11.J tnn1, ,: n·, .. r ,n ::1.• ~ :'!, 

83 Trea;:ury for <lepo~it i11 a :=;11t>C"ial HC'C'Olrnt t0 h.-, n;;;0,1 i :-· tb"' D:­

:::,J Yision of )Iotor ,-cLic-11:',. ns may be 11eee~,,.ur:-·. ti:1 ,:.,,cl,·n,:z 

~-) it,- llJ)L'L,tic,n~ a11L1 impro·;c, it;; effectiYC'JlP<c~ and dnr·;(•J1('\" in o:·,L, 

86 to discharge its statutory obligat;on,- a1,,l ti,,_ re1n,1:i1d•. 1 .-lu,11 i, 
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~, rt 11,rl/1 u' lu tl,t :r{ IC Jc1S(!J .-11rf(J!11ti{Jilt Full ]11.s:11·unu: l"11rhr­

~-- H ,·iti1<g .:,-,,,i,,';,_,11_ .\1,:- :·.uw•:--~ in tLl :,JJl•c1al account at tLt' 

S9 enJ of a fiscal year !:!hnl} lw tran~foned to the General Fund 

~u 1'01 u,.e for gen1:ral Stc11l' purpo,e,,,, :.\lo11L'Y' ,-}rnll be apJJroµriated 

'.ll ammr.11: tr, th- ~1,.:.,-;;,1 ::<·•·0111,t 

9:! (3) Iii aJcJition to m,~- otlwr .intbor:t~· prn,·idP<I in P. L. 1983, 

'.i:i c·. 1;j (l'. 1, :2~ • .\-3~; l'\ ,tl. i. ti:,, ro::1,ui--,.ic,11c1. nfte1· to11,ul1atiu11 

!: ! ,1 ;tL tl11: Director of th 1.J;,-j,,,io11 of :.\iutor \"diide,-, i,- spl'l·iii-:all~-

<• -
' .l 

~i•i for motor n•1'.c-k Yiolntion, o, c·c,11\•;c-tion,, / ;, J tu iL:po~(-, in ac-<·or­

!li d.iJic-c· ,•.-itli parnl,'.T~:rih (]) ( •. \ <>f tl:i- ,11btdio11, ~ure];,ll'g-f•, for 

9~ n1otor w·hic·k ,·iolfitiorn- or co11,·ictio1J" tor which motor ,·ehic·le 

H'.1 poinh- an° not a"••--,(•11 1:1:, 1v r;1:,. ;,!' ui 111,· H1-,·i!-e>d Statut"'~- or 

100 (c-) to H'l1UC'l· tlie 1rn1,1;,..1 of 1,0;1;1,- 101 ,1·L:c-l1 :-mcl1ar~•l''- nia:: hl 

}(1] ,1-- ·-.,eJ l,L·l,1Y, tl:v J .. ,·1 I J.J "'·i,l-·,1 ;n 1,,n· .. ~r:1]1}, (]) (a, 11:· tl1i,,. 

lf/2 -.ul_i,(•l'ljr,L, •_•xc-l'J> 1 111,,1 tL· dr,;J;i~ aiuonut of ,111 "un·b\r:.:-·, ],.,·j, il 

}(13 m1clc-r thi· ;\l·''- ,Jv1,,•:-· )1'-1 ;1 R .. ::111-: l'im1 ,.]1.ill ht' nnifon11 1,11 n 

1114 :::ita1C:'wide basi~ for eac:L ,!le·:. ,,.-:1110111 r,·;::1n1 to c-Ji-:,-,ific'.ati01, 01· 

lll5 H·nit<1l'y. Surc·L,ir;.:1·- ad1,;11,-,~ '': 1] ,. 1-,,11,llli,..,-i"l1l·l 011 1,1 aft(·J' 

JUG ,Ja11U~>1 y 1. JfJ,; 1'01· ,:,,. 1 111 y,•'.,i,- 1,. ":,,]. 1:,•'..· (Jj' ,•11:1,·,,_.f,JJ1- f,,l' 

]Oi whic-11 motor n·li:l'h· JJ<,!111, aH• 1101 n,"e,,-abl 1 • undl.'r 'Ltl1• :1 1 1,f 

J08 the ReYio:ec] Stat11t(•,- <:]:all not J,e 1etro:1r·tin,Jy apj1l:1•l~ 1,m ,-iiall 

109 takf' effec·t 0!1 tlif' dntr, of tL1· ;\E-W .J,:r'-P:': H(•~i--tc·:· i11 ,.,·J1i<-l, 110:i,, 

110 of adoption appean or tll(> c,ft'(,rti,·e dat<· set fort!i i11 tLat notil'c'. 

lJJ whic·henr i~ late1. 

11~ c-. ;\r, rnotoT Yehic-l" YioL,t;c.,1. ,,11·c-Lan:v, ,]1:: 11 l, ], 1·i1•t1 nn ,,1: 
113 a11101uob:le insurane,- 11olic·:, i--11••11 OJ' lE'lH·wec1 01, OJ' afl,_,1 Jan-

114 uary 1. 1984. exc-ept JJ! ael'o'.·d,1J.v,· ,,:itl, tli1· Xe,"· .hr~;-y :.\1.,rit 

115 Rating Plm1. anc1 al: snn·kn-:cc-- ],,,·i,·d tliereundc·, :-1.wl} h,­

llG as1,esseu, collt>rt,•l1 U).<1 <1i,trih1: 1•rl in ar·l'onla1 <· 1 - "-:,;, ~111,,-n·tio11 ti. 

lli of tbi:; sectio11. 

118 d. Tlic· do1lnr amou111 uf all 11!otor Yelii('le conYidi01, surrharge,: 

11~ "ball be at lea-,t equiYalen, r. t];,, cl;ff,·1 •.·!1•ial h,•twec-r1 t: r· rate--

120 charged to in,-ure<l, a,- 1n·om:..l:..:,,tv,l lJ~: t]; .. rating- l,u11:au wl1idJ 

122 prh·ate pas<:<>n~:rr antomohile inc:nnm··,· 1nark<>1 in tLi., State and 

1:23 tlil' S11JJ1i]c•!lleP 1 I 1·ptp, il1 ;>•· ,-'- ,1•· ]lc,ecn,'. -•) ::1. ]~--:: l.y tlir 

12-! antomobil11 in--n rn11C'I-' plan e<:ta: di,.. l1ell 1nn,unnt tu ]'. L. 1 ~1,0. t. :21 .-J 

1:25 (C. 1i:2:1D-1 I. aml t]:r :1)• 1J:u1• c-nllvr·, 1.)c, m •.: ·r ti ... 1:10:u, ,-,.]1jd, 

126 co1ffic-tion sure:l..1a1 ~•e ~y--h-1!'1 ii, u,v 1):: tl!•· ,,1:to:1;r,V:-- i1!•ura11,·1: 

: . j ; ::: . ! ) 
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~• - l 
t)._ : ,:t" .:\'1:11 ,;,., .. 

J:;1: '.n:t;!J_ .-\--0cir,t;o11. t];e dolJ <1· nm.:,,rnt of all 1::r,tor ,·ehicle -nr-

131 cha1·ge,- ,lali l1e ~UtnL(•!1! :o ,-l::1.:,1!t'.1· t:,._. JL•l'd 1or irnl-'o,-it:on of c1 

~ .,., 
~ ._,_ 

J:f-; P. L. 1%3. c. 65 !C. 1:-:3'1~>S1. 

134 , .. Tlir- Co111111i--io11,·: or Iii- 111':rn, c ,tnd tli,, n:n,c-iur of the l)i,·i-

13,5 :-ion or' ~Iotor \" d1ivk.-. ,;, 11;:,:s· lw ,qJ}'l'O; ,riull'. ,hall adopt un:, 

Ul6 rule:, and regulation,- llecl',--a1 ~ "1 ,llJl•roprialL- tu l'1°1lTltt;1tL' the 

l " -.,, 

1 
·) 

1-l. 1:-;,."· ,,,,n:,,:;: ,, .• .\11 rate fi1in_!.!::: :,;ub11,i·.tpcl \YitL n:..:,i1·,l t,J 

automobile insurn11c•n re•1,1i!'Pll to l:l' 111;1intn;necl h:, tl,c· p: rn·1~ion­

ol P. L. 1~•7:.:, ,·. 71_1 1l.·. :_,'.1:i.i.-\-1 et -c-,1., <..;ll Le· ;1, a forniat a, 

+ }Jll'-,-r,!,,.,_] 1.\· rn],, r,, 1,·_,1'.,.1:011 of tlt,, u,1:1,•,; •• _oliL'l' Tn, f.,nnat 

·> -..L,11: re•1uire tLl' r-. : 10! ti~.:..: 1l:· 1~::L1 \.\ :i:l'h tlle l'O!lL11 nL··J" tlvr·n1, 

7 ,,ection -to'. I'. L.19-H. c. :.:7 (('_ 17::.:9 . .\-4). 

,.; '.J. Tiie (•0111m1--iOJ1t•r ,-Jia'.l u,lol't 1!1e fon11at il'•inin·d by -111,. 

!l ,;ection H. uf tJi:, ,-ec:tiun ,rithin l':-U day,- of tlie effecti,·e Llate ot 

lU tLi,, l!1::-1i ameJJJatory auJ :-iq1;,il•,m•JJtai: .Lt·t. 

3 able unrlcr policic-: j,-,-;H•d :•rior to frr effrrtiYe date of this net 

(j -lwll ti(· <'l]'l'l'] l!<•L•·, 1 ,,:JJ.1J;..: ,;'.l i,1-:i; ,·ii- c'Jl','c:::::· l»·r-••L ,: iL_i·.,1 :-· 

7 protection co,·er;i'..!l' u11L1•·:· e' 11.<"T JJ,na!..:: 11,1, /l I nr (:.;) nr' -"1,. 

" ,;;ection 1,. r,f -ec-tion 4 o! l'. L 1r1-;-::i. c. 70 1 ( . :~'.1 :1;},.---t ,. :1: ac·-

9 l'Orrlanc•r• \l'itl! n1le" nn,l r•·: . .!l1btiu11- J,J(>1:,u!:.:a1,-,; :.\· 11 1 ·o•:.· 

111 ,ionr-1 of In~m,\J,(·•·. 

11 b. That portion of the co--t of nny exce!";;. medical expen--P elRirn,-

12 paid by the l"nsati,fie1l l 'lnin1 :,nd Jn<.1!..?.ment Fund which j,,, at-

13 tributable to accident;, rcimhursah],c, pur,-uant to para2rnph (2) 

14 of subsection lJ. of section 4 of P. L. 1972, c. 70 ( C. 39 :6_-\-4) 

1:i after the t'ffl'ctin ,l..tt· of t:"- act :-lldll br npportioned among 

1/'; in-nred,- electin'..! per--011::) ;11jun· r,rntrdion co\·era_g-r, un,1- :· ; ,:11a-

17 graph (::i) of ,-ulJ,-ection h. of ,-ection -t of l-'. L. 1972, c. 711 \l.'. 

18 39 :C • .\-4). 

1 ::i11. (:'.\••\\· -•iC'l ,,1 i :i. EY,'1:, r::tin·c -~·--tern :u: JJ!'l\'11\C· 1•:t-­

·) ,,;rn!..!rr ;i:1tomo1,i],, c-.-,rnpr0l;011.,:in> m,,11ra11cl' coYe!·a:.:,· ,lwll JJ:·r,­

;3 \"id1: l,~ . .1}•}1l'O} rinte i ·_·1,_lll·::lt'l1 i11 prt:111.ill~L. ,\·hicl1 ~J1all ::~ al<, 

+ , a-e he not le-- t:1:111 y;. ,lll.1 1•. :, : 1i sh:111 h· lJc\'t:lt un fr,, i11~u1 ,·1 ·,.. 

I'; which are a1,J•l'O\·ed a- ehg-1,1],. 111 ; 1:•· ( ·urnrni--i011"r n1 li:-nr111w· 

ln regulation. 
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b. ~ o later than l ~U cL:~ after the effee:tin• date of this act 

en•i: 11,,urvr writing priYat1: pa----engc-r auto::1obile in,mrance 111 

tliis State shall file the ratl' rrdnction requirh1 by subsection a. 

of tlii::: ::oection witL tlil· c·o:1,rni,-ioi.n. rpon tl1e aJ)iiroYal of tLe 

c,,111111:,:-:iorn·r. tb, n-duction shall he applied to e,·ery nc,,,· po!ic:, 

or renewal policy of pri,·:.:1t· pas~enger automobile insuranct' 

is"nec1 in thi;; State. 

21. (Xew section) a. EH>r~· rntin;; syst0m for prfrate }Jassenger 

automobilE- in°uranc,' !-ball cont:1:11 111: ar,propr:ate rc·<luction for 

personal injury protection coYera:..c·. bodily injl;ry liaLility cov­

crnge. p101x·rty <larn::g,: c-owr:1::e. anc1 pl1ysical damage co,·erac:e 

for the succe~sful completion, by tLe narne(1 imun,d or tl,(· prin­

cipal o;,erator of tlie in-nreJ r:nto:;,olJiJc., if otLer tba11 tLe named 

imurec1. of a motor Yel1icle <lc·frmi\'1.: <lri,·iIJ;; coune wliicb is 

a1,;,: U\'l'J ],· tLc D: 1 c·c·tc,: uf t11e Di,·i,,io!1 of :'.\10101 Yeliic·lr·-,. The 

re<luc:ion rn 1,11:11.i:11:. c'. ;,r~ L" ,!:~d' he itll ,d!:Ount justified h:· the· 

ir,,urer's or thr- ratin::_ k,H·,,:1·, r,c·t,wrinl c,::q,c·ric·Jk,. ;;nr1 ,Lnll 1,:. 

a\'aiL1Lle to tbe in--mh: for a t:.in•c··:·ear j,eric,cl 1,egi1111i11~ wit11 

tLe nc,:st succeedin:,: policy perioJ aLu tLc· cblt: of co;LJ,lvt:01i t,:· 

nn approw·d motor Yehicle defensin· dri,·ill!!' course. 

b. The proYision:,e of thi~ sec:tion shall not apply to driYer train­

in~ courses offeH·cl l,y driY;n~ school, pursuant to P. L. 1H3J. 

c. 216 (C. 39:12-1 et :;l'q.1. or public. parocbinl or prirnte school 

driYing education co,n-c·,. or to u D:\·isicJJJ of )Iotor Yehiek-,; 

lS Dri,·vr lrnpr0Yv111v1:, Pro~:l',tlL ie,1,::: ,-,: 1111r,uRr:, 1c, P. L. ]'.IC:\ 

J/1 c. :lCl (C. 39:3-30.2 c·t ~eq.). 

J 22. Section 23 of P. L. 19~3, c c:) ( C. 1i :30E-11: 1, mnended 

·1 to read as f ollo-w;,.: 

3 23. The producer sba1J receiw conm;1-~1on::' on association hmi-

4 nes:; in accordance "·itl1 a "Ch(•, 1nlt' of coL:1:1=,---ion;,. pro1,mlg,:ned 

;) in the plan of operation. The schedule of commission .. "O promul­

f. gated shall be desi!:!ned to "''l'Ye and nC'onrilc· th follo"·ing oh-

7 jectiYes: a. to encourage equal treatment of polic~·holdrrs in the 

8 association and the Yolmitary ni,i1;,1;,:: b. 10 lll;niu:izc· <li!-incen-

9 tiH·s to t1( 1,bc-crnc:::t of applicants in tl1 1• Yo!u::tnry rnar]:n: 

10 c. to stimulate marketing- efforts in unt1erseniced nrea~: <l. to 

11 pro,·ide rra~ona ble com1wn-n ti 011 for serdce~ pc•rfonned by pro-

12 ducers; e. to proYide protection to tLe producer of rccorcl ,\·itLo;.:; 

13 a voluntary market company. upon tlil' ofrer o~' Yolnntnry markc·· 

14 co\"erage to an Rssociation imure<l: f. to proYidt: for an equitatj,l 

16 the term of such 1,i:-riud is <leterwiL•< J ,· thv bourJ. ~o J'[lh of 
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17 c-nm!1/--:•w. -L:11} lw 1,--- '1!::1: •~ ::! 11ro\·;c1ed pnr--unnt to the nuto­

lS mobil,2 insur.111.::e plan e..:tabli,-lied pur,mnnt to P. L. lft70, c. 215 

]~1 1C'.17::::'.•Ii-1,i, as pn:ya1,)c, a;; of D"'.::t'mbe:· 31, 1961. 

:::!() l,1 fl,. , ·· ;,f fl.,-,f ,, /Jeilicy .: 0s11ul i,1: 1711 ,;-'su,'iutiou :8 cancelled 

:::!l l,y n·a.<c,11 of 1iOiipay;i1cilf o/ iirC1i,i111;; or 11uHp11JflllC11t of au insfa/1-

•Vl ,;1c11f V'!Jl11LUI d11t 1;ur.,,!01d 10 un in.,,·r,u1ce JJlln,ium finance 

2:~ ngrc•.111liif, t:,t ,111earnt,; :0;11n1is~i,.,u .,1,'.ill l.Je retained by the as80-

::!-1 ciotio11 and tl,c clfu-li1·c u;;,,_., l11;fi(J11 dat~ u_T flit policy shall be no 

2G i;;'11;,, r.r1id l,,, tl,c insun17. 11c-t ,-J ti,,· rroduccr's fall a1111ual co11,-

2i misEiun. 1t·c,uld pay fur con:1·a:,e on II p,·o rnta basis. 

1 :23. S€c'ction ;2.j of P. L. 1:1::<), e. Cj : 1__·. 17 :30E-13) is an1t'llL11:J 

2 to read as follo1Ys: 

3 n. Tl,c, rate;: lFed 1,:.- the• ~•3oeir.tion !-Lnll be tl.Je !-ame as 

5 number of insurer!' tr::11F,~r'tin'.t p:·inite pa--senger automohilP in-

6 rnr::rnce in thP Yoluntnry mnr\t:t in t:1:;; S,,tt". e1 r ff as 1n·o1·irled 

i in si1l,seclioi1 l,, of tl.i., stcfio11. 

;:-, l,, .Yo l,i/u tluni tJ, ti-:-'- ,,,tu tl,e c_tf, dire date cf this li16/J 

9 n1111. ;,,lntory and .,,,pr,lt: ;;1Ciilary act the boa,·d shall estailish a11rl 

10 sliall rnbmit to the commissioner for his apprornl, liase rates zcl, :ch 

11 are ltigl1er than lhu.-• i" <,,·i,l, ,J _ic,; ;,, .- ,1l,.-c•. tion a. of this secfivu, 

12 1cl.·irl1 sl1a/l l,c ,11;z,/,'cd to puliries cuuriiig uny a11fo;11obi1e insured 

13 '/Jy flu· associofio11 Kith d 11ri1afd ii1,,:r1 d or principal operator 1.rhv. 

· :-!: _1,1,.1•· to uk,71 fli, rote is tc, 

i5 /,,-. op]i!irr:l,l(. hf1s• "(' · ,. 1lr,f,_,? '1; tliru cliar_flr,,/,l( rrrcir!c;•'.,,­

lG or (2) tu·,_-. cl, ·rgw/)1, ,,. , i,7, l'fs rl}:rl n,,,,·ii;g 1·iolotio11, _for zrl,icl, 

li flit u1n;cr or or-Pretor : .. ,. uc,."r,-,7 ;,: .. , :1oi11fi: ur 1 3, one char::.J(:• 

1'- ,,1' 1e accidolf 011d 1,;oriilg 1·ir,1"tions _for which tl,f nu·;;rr r,,- o1.r,·-

19 ator has receii·cd 12 points. 

1 24. Section la of P. L. 19i4, c. 2i (('. 52 :2iE-18) 1;. amended 

2 to read as follow!" : 

3 19. Division of Rate C'ounsel: jurisdiction. a. The Division of 

4 Rate Counsel shall represent and protect the public int€c're~t as 

5 defined in sec-ti on 31 of [this act] P. L. 197-4. c. 27 (C. 52:2;-E-.10 •. 

6 in proceedings before an<l appl·[ll,- from any S:at~· <lqJ:Htment, 

7 commission. author:(.,·, connc:il. a~·enc:, 0r hoa,·d el.Jnr~erl with the 

S re;ulation or control of any hmine,-". irn;n-t:·y or ntilit:: re\!',11<1i1:~ 

9 a requirement thnt tlie bus:u:,,~,-, intlu-try nr utilit:,- pro,·:Je a -,,·r-

]0 Yic-e or re!:n,r,1:n-::· fre !'.:-::r1 ~- nf a rate, tr.•ll. !';7.r,, or c-1 :tl'.!.t.: :·c•r ;, 

11 product or sen·ice. The DiYi~ion of Rnte C'ou11~rl ma~- i!:i" :,._. 

12 [a11y such] tl.tse proeeeclin;:·:- wLt:n the director detern:.i1,b tiJ::it 
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a tl.i;.rontinuane:(· or drnngE- m a nTuired service or a rate, toll, 

f:ll'L' 01 c:Large for a product or ~en-ire is in the public interest. 

b . .Yoficifhstandin_r, tlic proi-isions of subsection a. of this sec­

fir.;1. tl,l Dirit-ion of Roff Co:1;1.-c! .<71 111! bl' proliibifed from infer. 

i-c1;i;;p in m,y prou edi1,g inroli-in.rt a motor z·ehicle iHsura11ce raff 

_filing u·hich 1·esults in m; on·n1ll rate decrcasl for the filt1·; or in 

10 n 1,;otor uliic7e innira11, e rate{,?.';.-: 1111i:-l1 ('Onfains a rate increa8e .. 
20 u-1,icl, re.-ults i11 rates being 1e.<.fo1c-r! 11 ,>· tc, tl,c !errl tihic11 ltad been 

21 rrrriou,ly approre(7 l,y fl,r, -:,,,,1iiit-siontr zritl,i11 18 months of tlir 

22 111!1l.-i11g of tl,e fili11g. 

1 25. (~ew section) EYery ;n-urc-r writing prirnte passenger 

2 automobile insuranC:l· in t:Uis State, i11e:luc1ing the New Jersey Auto-

3 mobik Full Ino,uranre rll(lennit'.11~· .\,-ociation creatc.-tl pununnt 

4 to sc·ction 16 of P. L. 1983. c. 6j (C. 17 :30E-4), i,.l1all, upon the 

;J cai,cellation of mi~- ;,,~tr,,:.o1_,ile imunm::-E- policy required to be 

f, n,:1i1itainec1 purrn:rnt to th0 pro\·i;;ion,- of P. L. 19i2. c. 7(1 ( (. 

8 prf>,:cribed by tl.Je tli\·i,:on, a 1:1,:>c· of 111•· cancellation. to~eth('J' 

~l w;ti1 tLc liC'c•n-=c r,latv and rei~:rntion r,u:1,Lcr~ of the nbiclr o:· 

10 n·Lic·lc•~ in;;ured by thl' po}:r:·. Tl11' di,·'.~ion shall then notify tl1t· 

11 person whose policy "·a" c..inr::lled that be sl.all be rnbject to a 

12 foic- of $300.00 anJ ,-n,p:n°:,m of li;, cJ:·:yer',:: h·eJJ"C if ,~roof of 

13 in,nra1H:c· j,,. not filed y:;t; tLe n>·i-:ioi; ,,·;thin 30 days of the· noti-

1-l fic-:..1:011. S07c of any £11,_. col>,··,. ·1 1,:j ..:uan'. tot};,~ ,:ectio11 "L::}1 
, -,J 

Hi 

17 

1 

lie• for,rnrclec1 to t 11, ;\('\'.".Jr•]""·:, _\;·,to,,,nh''r· F1°]] Jii,1,'·:,J1('(' r1. 
denniting _-\1,sociati011 aw: 2,1·, -.b1J: lw retainn,: h- th t:;yj,-j01, 

H• c1e:ray it- e::q,emc--. 

26. Thi~ act s}w;) t;.],L' eflec-t immr•cli:,te;:- and .:hall re:uain in-

·) opf.'rat:H until July 1, 19S7. 

STATE)IEXT 

Thi" bill emhodie~ the recommendation" of the Senate Speriol 

Committee on Autn:>1nhilr• ln-~1r::inre Reform. r11der the provi­

sions of the bill. the m:rnrlatory p<'r'-onal injn;·y protertion benefits 

would consist of a $10.000.00 TIJPdical expense 11E-nefi~ . .-\d<litionnl 

benefits, such as wage lo~" hPnefit-. am1 ef''-C'ntial '-er,ice;: benefits, 

The bill pro·drle~ for ~ tn1t t];;-r.-.l1n1n of ;1.:5nn.rir,. in place of 

the pre~ent E:20(1.nn b::i~ic- tkr-J1n]d amom;•. :0~1,1 a ,nha] t];rr,- 1 n:r1 

would be proYided ?.• m; option?.! threc:holn. 'Thf-' nrec:r,r:t higher 

dollar tLre,holL"i o:: ,,1, ,,.·n11\d l,c· elir:i;n:;t.:·t~. 
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ILL i.;11 :•t'U", i,L- J .. : :, • ,,.,;iL:t'. r,. ,. -('Leduk for jJL_\·,-i-.:i,1u-. 

,,·LicL would be establi~ht'd h· tile < ·o,: rn!--: :ml'!' of In-urnnce 

on a regional basis. 

TL,:- lii1l pro:1il.;'.- :],,. PuL 1 :L. -~,1-:oc·ati· frr.111 ·ntc·!Yl·ll:li.· 1 :,;; 

rate filing wliic·l1 re-ult~ in ;,ll O\·rr:,ll ratr• dr•:·n•:\"\\ :1- well ;1, 

any rate filing ,,·hicl1 rc'-nlt- in ratt•,- br:n:..: rc-torc{1 to n 1•?\"1•! 

,Yh.ich had been y:,re,·ion-1:, :-,pJwo,·ec1 \\·ithin :111 1S-!llonth r,eriocl 

of the filing. 

TliL L:'.l tiioJ1.1,-- ilic ]Jl'e-C'::t 1: ·,· ,1·hicl1 ;,•~n1a!l-- i.•. :::·c·rw,:.-1 

of policies to pen!:it limited nonvne,rnl. 

The bill reduce,, thr• a:nonnt of tlw merit rati11'..! -mcharg·e­

which are permitted to 1,c rdai1wd by 1 ·,•· J; ,·i-ic,n o1 :'lloto1 

, eln,;,,._ Tlie hi:; :1]-0 incrr:1,r- the pen:Jti(•- for th fnihm· to 

maintain lli'-nraric-, con·rn:..:e. Producer-· c0:,:1:•'--:<:•1:- on ,Jl. _\ 

bn-ine-" wonl,1 he 1,y:;iL·•: :" '" L'.:·. :·,:·• r•,l 

In R<ldition. tlw l·,i1 1 ,,·onl,1 :nc-rea--e thr nnrnlirr of ,rn!u:::obil.· 

c-a,-t>- ,rLidi arc to be a:·hitr:,•,.,1 >,· rc·, 1,,:riw:: a;l,;tr:,tiol! for :11'! 

cases of $20,000.00 or lr:--. In-l,rer~ wonlL1 lJl' rc·rFi'.l'E-Cl t0 pro,·ilh· 

<li,-count~ on cornprrl1cn-i\·0 C<' 1·:c•1a:.:c•-: frn :rn':-'l:c·ft c1c•\·i,·,•- ,rnd 

would lw req~1ired to gi\·r, ,lt~L·nnnt- for ill-lil l'l;- "·hr, tn:;c- dv­

femiYe driYing courses. 

rxsrRX\'CE-.\.rTO:'llOBILE 

.\.menc1~ thr- nn-fa:,1t 1.1w ir: nec-nrrl:rnre ,_,.;t1: ~r-1 1 1 ·,·, S:,,-,,.;;\] 

C'ornmi ttee on _\. utornu h Jc. In-u :·:-, nc·r• Refnrm re]'ort. 
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SENATE RESOLUTION No. 61 

STATE OF NEW JERSEY 

IXTRODrCED OCTOBER 2, 1986 

By Senaton L\SE:IX. C'OXXORS, EWIXG, ~IrXAJL\.RA, DORSEY, 

DALTOX, JACK)IAX and ORECHIO 

Referred to Committee on Labor, Industry and Professions 

A SENATE REsoLrTIO::- establishing a commission to study manda­

tory motor vehicle liability insuranee. 

1 "-HEREAS, The ~ew Jersey Legislature adopted mandatory auto-
•) .. 
3 

mol,ile lialJility imurai1ee ill 11172 as part of the establishment 

of the no-fault system; and 

4 \YHEREAS, In the years since the adoption of no-fault, there have 

5 been ever-increasing nwnlJers of m::nsured drivers in the State 

6 as the cost of insurance increases; and 

7 \YHEREAS, As a result of the automobile insurance risk classifica-

8 tion system presently in use i11 the State, the drivers who pay 

9 the highest imurai1cc· premiums an· frequently those witli the 

10 fewest assets tc, prokct and. therefore, tl1e least in need of 

11 lia lJi!ity conrage; and 

12 'WHEREAS, Because certai11 other states have seen fit to abolish 

13 mandatory liability insurance, it would seem necessary for the 

H Legislature to reexamine the operation of the mandatory liauility 

15 system in this State; now, therefore, 

1 BE IT REsOLYED by the Senate of the State of '/1,'eu: Jersey: 

2 1. There is created a commission to study the feasibility of elimin-

3 ating mandatory motor nhiele liability insuraHce in :!\ew Jersey, 

4 wbieh shall consist of .. [th-e]• •sereu"' member~ to lie appointed 

5 b, the· President of tbe: SL'11ate as follow:;;: two member5 of the: 

6 Senate. of different political partie~, who shall sen·e durinf' tbe 

ExPLANATION-Matter enclo1ed in bold-laced brackets [thoel in the abo,·e bill 
i• not enacted and h intended to be omitted in the Ja..,. 

Matter printed in italics t/,i.s i1 new mailer. 
Matter enclo1ed in • 1terisk1 or 1tar1 ha• been adopted • 1 follo,.-e: 

•-Senate committee amendmenb adopted October 20. 1986. 
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' ' [ ] • · ' · l 1 · ., [ b ] • • · 1 • , .. , , ; ;i1,,: ,_q,,:• • ,, ,; J>ll J 1c n1em er '"' 11,ucrs . 

\-ac-ancic•,- in tLc· !lic·mLc·r,-l1ip sLnll 1,c· filled in the same manner as 

tL.- c,1i~i1.al nppointmvnt. 

'.2. It shall 1Je the duty of the commii'sir,n to i'tucly the operation 

of the present ma::c1atory lia1)ility insurance requirement for motor 

n·Lic·\:',.. i:1 tl,i,: State. ancl to study the feasibility, and the effect. 

of elimi11ating that requirement. 

3. The commission shall organize as soon as possible after the 

appointment of its members and shall elect a chairman and a Yice 

chairman from amo11e ib rne1::l 1n~. The chairman shall appoint 

a secretary who neeJ not 1Je a member of the commissio:L 

4. The commissi011 shall be entitled to call to its assistance and 

avail itself of the sen·ic-es of employees of any State, county or 

mui.ic-ipal de1 .. art1He11t, L0a1d, lrnreau, comrnis::'ioll or afe:.c-y a::: 

it rnay r .. qnirL" anJ as lllay be aYailal,l\:' to it fo1 it~ pnrposes. Th•: 

c-ommi,,-sion shall further be entitled to t"mploy counsel and stenJ­

graphic and clerical assistauts a11<1 to incur traYeling and other 

miscellaneou:- 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 othern·ise made availab1e to it for its purposes. 

5. The ('Olllmission shall report its findings, conclu~io11s a1:d r··­

commenclatiorn; to the GoYernor and the ~ew Jersey State Senate 

as soon as practicable, but no later than one year following the 

enactment of this resolution. 

6. The cornmission shall haw nll of the power,;: proYided by 

chapti:-r 13 of Title 5:2 of thCc DHisecl Statlltl':-:. 

i. This resolution shall take effect immediately and sliall expire 

one year after ei;ac-tment. 

I~SrR_·\SC'E-PROPERTY AXD C_.\Sl-_-\.LTY 

Establishes commission to study mandatory motor vehicle liability 

insurance. 



SENATE LABOR, Il\TDUSTRY AND PROFESSIONS 
COMMITTEE 

STATEME!\T TO 

SENATE RESOLUTION No. 61 
with Senate committee amendments 

STATE OF NEW JERSEY 
D.A TED: OCTOBER 16, 1986 

This Senate Resolutioii estahlishe.0 a study commission to study the 

feasibility of elimiiiating mandatory liahility insurance in New Jersey. 

The commission will he appoi11ted hy thE- Senate President and '\\ill 

consi~t of two SE:-!.ntor:0. one attonc-~-. oJ:c- im:uranct- industry represen­

tati-n:, one insurance l.Jroker and two public member:;. The commission 

8hall report within a year. 
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SENATOR RAYMOND LESNIAK (Chairman): I would like 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 bHls -- and all 

the bills will be considered. 

I 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, whicr. 

has just been submitted to the Committee members. 

Is 'trl Gaffney here? (not present) t:d Gaffney is nc: 

here. The next person is Mo Brown or Karen Kotvas who is going 

to make a statement today. 

MEMBtR Or' AUDIENCE: Yes. 

ASSEMBLYMAN LtSNIAK: 

definitely know you're not Mo. 

I know you're not Karen, and I 

(laughter) 

K A T E HARTMAN: I'm Kate Hartman. 

SENJ,TOP LESNJ/1K: 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 is just 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. 

I presume that your going to summarize these preparec 

remarks. The remarks will be entered into the record, since 

they are rather lengthy anr: we've heard most of the arguments 

at length. Right, Senator Difrancesco? 

SENATOR DiFRANCESCO: Yes. It's a challenge. 

MS. HARTMAN: Chairman Lesniak and members of the 

Committee. 

1 



SENATOR LESNIAK: Can you please address yourselves to 

the specifics of the legislation -- we have your testimony 

the specHic things in the legislation 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 LESNIAK: Are these proposals in any way. 

shape, or form closing the courthouse doors? 

MS. HARTMAN: Yes. The optional verbal threshold is 

closing them. 

SENATOR LESNIAK: Okay, to those people who choose to 

close the courthouse doors to themselves? 

MS. HARTMAN: Yes. What I 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 is a victim and a 

client of one of our member firms. 

S-2~94 is 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 lowering 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 reductio~ for those 

2 



insureds opting for the $~00 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 insureds listed 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 

Commissioner to give rebates to the consumer 

profits made by an insurance company, and 

. adequately take care of the problem? 

empower the 

for any excess 

doesn't that 

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 Com~issjoner go1ng to go through a hearing process tc 

determine what the actual rebates ought to be? 

MS. HARTMAN: Right now--

SENATOR LESNIAK: I 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 Insurance 

Commissioner says 31\; and they say 15\. And now it's tied up 

in litigation.· 

SENATOR LESNIAK: Is it better-- ls that process in 

the Excess Profit Law the vehicle to determine that, or is the 

legislative process the better vehicle to determine that? 

3 



MS. HARTMAN: Well, it's--

SENATOR LESNIAK: 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 issue 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 quest ion is' 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 frorr, the insurance industry and 

subpoena power . to find out how much are these 

to save the drivers r'or example, in the back 

you do have 

options going 

of the blue 

book that the Special Senate Committee put out, they have rates 

they said they got from lSO, 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 LESNIAK: You don It trust the Insurance 

Commissioner to do his job? 

MS. HARTMAN: I'm sure that the Insurance Commissioner 

is doing quite the best job he can. Unfortunately, his 

Department is understaffed for the amount of work that they 

have to do. 

I'd like very much for Nancy to talk about her 

experience. She was a victim of an auto accident. The verbal 

threshold that is 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 diys 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 
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is sitting next to me, and Nancy Burns would like to tell you a 

little bit about her story. 

N A N C Y B U R N S: Because of the no-fault la-:..· that we 

have in on the insurance policy that we purchased, I consider 

myself very lucky. Even though it's been a very bad experience 

f r om my f am i 1 y ' s vi e wp o i n t , and f r om mi n e as an i n d iv id u a 1, 

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 PIP side of it? 

MS. BURNS: The medical as well as the no-fault. 

My a CC id en t - - One of therr: was in May of 1980. I 

happened to be sitting in a car. I wasn't driving. I just 

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, I was 

diagnosed as having soft tissue injury to the back, and it 

remained that diagnosis for almost a full year. 

1 

point that 

hospital or 

remained in my-- My problems progressed to 

I was staying in bed 90% of the time, either 

at home. Ultimately, my business had to 

the 

in a 

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 you suffered economic loss 

because of this injury? 

MS. BURNS: Absolutely. 

SENATOR LESNIAK: But this proposal, this verbal 

threshold, doesn't apply to economic loss, does it? 

MS. BUHNS: No, but with the added expense of an 

injury and because no-fault picked up most of the bjlls, it 

saved destruction within the family to our personal lives, to 
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our - - what were comfortable standards for us. 

SENATOR LESNIAK: What I'm saying is, we're not 

changing the law with regard to economic loss. 

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

SENATOR LESNIAK: On the medical part of it. 

MS. BURNS: The medical. 

SENATOR LESNIAK: 

approach one issue at a time. 

Okay. Well, I'm just trying to 

You say you're testifying on the 

medical part, and then you say you're testifying on the verbal 

threshold part. 

MS. BURNS: Yes. 

SENP.TO'k LESNU.K: But you mentioned your economic 

loss, and 1 just wanted to pojnt 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 it. Under this bill, you' 11 have to 

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

SENATOR LESNIAK: The income continuation benefits? 

MR . DP.\' i S : 

on their jobs. 

Right. A lot of people already have that 

SENATOR LESNlAK: But the income continuation benefits 

under the current lave are- - The mandatory is only $5000, isn't 

it? 

can get, 

there. 

MR. DAVlS: 

in section 

Yes. 

10, 

It's only about $~200, 

higher benefits. So, 

and then you 

that is still 

SENATOk LESNlAK: But the mandatory part of it is only 

$5200. You' re talking about a lot more than t5200, right? I •m 

talking about the economic loss. 

MS. BURNS: Yes, sir. 

SENATOR LESNIAK: Okay. But our proposals really 

aren't substantially changing the economic loss part of it 
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only to the extent of making any economic continuation benefjtE 

optional, which-- We're really only changing the $5200 part of 

it. So, you really want to confine your remarks to the verbal 

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 limited medical, it would have severely 

affected us. I 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 r.:y dying dayc:. 

I have injuries, particularly to the bladder, that will be 

problems and costly until the end of my life which is 

something you car.' 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 medicati.ons, and the 

doctors' appointments, or the tests that 1 have to endure on a 

regular basis in order to preserve the health of my kjdneys. 

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

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

two crutches and, just 

given up one crutch. 

disabled. 

recently -- in the last three months 

I will always be consjdered as being 

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. If 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 
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make me mobile again. My husband and 1 feel I would have bee:n 

a wheelchair victim for the rest of my life. 

SU~A'l'Oh LESNIAK: If you had not opted to purchase the 

unlimited? 

MS. BURNS: Right, and not been able to take advantage 

of it, and to place ceilings on it. That seriously would limit 

anyone. I 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 I ask you this? 

MS. BURNS: Right. 

SENTI.TOH LESNIAK: De you know if, in fact, your 

injuries would have been disguali.fied unaer the current verba:i 

threshold -- the proposed verbal threshold in this legislation? 

MS. BUHNS: I'm told that they would. Yes, sir. It's 

a frightening thing. 

SENATOH LESNlAK: It is. The- - I'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 awarcec 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 a 

routine soft tissue 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 LESNIAK: Any questions from the Committee? 

SENATOR CARDINALE: Yes. If the 1 imi. t 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 like this happens that 

no one picks up the bi 11 for. You can't even comprehend what 

happened, so you're already under a financi.al strain from these 

unexpected things, such as clothing that you have to have 
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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, tr1at 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. BUHNS: No, sir. 

SENATOP CARDINALE: 

the $10,000 limit? 

I would not. 

For a higher- - You'd rather see 

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

ASSEMBLYMAN CARDINALE: But if that were not your 

choice, if your choice were a higher level of copay versus a--
1 'm sorry, a higher level of ultimate limit-- Let's say, for 

the sake of using a number $2~, 000 instead of $10,000, with 

a small ccray on the first coup!e of thousand dollars. 

SENATOR LESNIAK: I think she testified that even- -

Based on her testimony, even a $2:i,000 limit would not have 

been sufficient. 

ASSEMBLYMAN CARDINALE: I Im asking her about a 

preference. The reality is 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 into 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 
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a desirable one, and it would seriously cause problems for the 

average family. We're talking basically something that'E 

long- term. Anybody that requires a $25,000 ceiling on their 

medical is a long-term victim, and you're making a double 

victim. 

SENATOR O'CONNOR: Mr. Chairman, I apologize because I 

missed part 

some point. 

of the testimony. This may have been covered at 

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 limit will result in a $50 per 

policy savings. Is that true? Has anyone testified as to what 

the actual savings will be? 

SENATOH LESNIAK: 
option for the $10,000 

and the $10,000 PIP? 

Dale, the option-- What i.s the 

the difference between the unlimited 

MR. DAVIS: It is not as much as you think. 

SENATOR LESNIAK: Well, how much? It's in the report. 

MR. DAVIS: I 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 varie8 by territory. 

SENA'l'OR LESNIAK: Well, what Is a ball park figure for 

savings on the PIP portion? Vince Serrati (phonetic spelling) 
says it's in the back of the book. 

MR. DAVIS: It's in the back, Vince? 
SENATOR LESNIAK: Vince, do you know the answer? 

MR. DAVIS: Well, there's the examples. 
SENATOH. JACKMAN: It's $45, isn't it? 

SENATOR LESNlAK: Forty or fifty dollars is probably-­

SENATOR JACKMAN: Forty-five, I think. 

MR. DAVIS: It should be. 

SENATOR O'CONNOR: All right. I don't have 

follow-up question anyway. 

MS. BURNS: May I add just one point? 
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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 is for you if 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 pi.ck up, they also 

have a varied limit on it. l would be out thousands of dollar£ 

that I would have to come up with on my own that no one would 

pick up. 

SENATOP Lr~SNIAK: You may not 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 I wouldn't have 

the fact that somebody else caused my 

to contend with 

injury through 

carelessness. 

SENATOR U~SN1Jl.K: If you were neg1i.gently injured by 

somebody other than by an automobile--

auto. 

MS. BURNS: The chances aren't as great as with ar. 

SENATOR LESNIAK: That's for sure. 

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

SENATOR LF.:SN IAK: Okay, about 3 0\ of the present P 1 P 

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 $3~. 

MR. DAVIS: One hundred to one hundred and twenty. 

SENATOR LESNIAK: Okay. 
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SENA'l'OH JACKMAN: lt's $120, so that's $40. 1 told 

you $40. 

SENATOR LESNIAK: Forty dollars. The Vice Chairma~ 

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 Di FRANCESCO: Usually if they have a ser i OU s 

injury, 

weeks, 

and go 

$10,000 

into a hospital, and are there for a couple of 

goes pretty quick. Now, most people have 

another insurance that kicks in, right? 

SENATOR LESNIAK: Yes. 

SENATOR DifHANCESCO: 

usual customary things. 

Which is generally based on thE: 

SENATOR LESNIAK: Eighty percent, up to a certain 

limit though. don't know of any other insurance that 

provides unlimited medical benefits that's available. 

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

Okay. Thank you very much. 

Tom Gurrera, Insurance Brokers of New Jersey. 

I 1 m sure 

T O M GU R R E RA: Mr. Chairman, Comrdttee members, my 

name is Tom Gurrera. I arr, the immediate past President and 

current Chairman of the Boa rd of the Insurance Brokers of Nev.' 

Jersey, representing 16,000 licensed brokers jn this State. 

I also own and operate an insurance agency in the 
Essex County area. The IBA represents not only the 16,000 

brokers when we speak here today, but the many thousands of 

employees that are working in our off ices 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. l'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. 
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your 

Mr. Chairman, we 

diligence in trying 

applaud you and the Committee fer 

to bring about auto insurance reforrr. 

in New Jersey. We regret that we--

SENATOR LESNIAK: That means there Is bad news coming 

down after that. (laughter) 

MR. GURREHA: Yep, that's-- We do regret that we did 

not have an opportunity to testify before the Special Senate 

Committee on Auto Insurance Reform prior to the drafting of the 

bill, S-2594. 

There is 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 LF.:SNlAK: ls that the (indiscernible) 

information part of it? 

MR. GURRF.:HA: Yes, it is. You know exactly what I'm 

going to say. (laughter) 

SENATOR LESNIAK: 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 Comrrittee 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 

w i th you and the Co mm i t tee member s f o r fur t he r d i s cu s s i on o ri 

this issue. 
S- 2594- -

SENATOR LESNIAK: Excuse me. l just have to make one 

point. The Special Auto Insurance 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. 

be given -
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SENATOR LESNIAK: Oh, it was invited testimony and you 

weren't invited? 

MR. GURRr~J:<A: 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, yes. But the way, this is--

And I 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 - - I know - - is only the first of 

other reforms that will be coming after thi.s proposal. So, 

when you say next year we will be talking about i.t, I'm sure 

that's an accurate prophesy. 

MH. GUHHERA: It is an accurate prophesy. ! 

understand that more things will be happening, and 1 don't 

understand how we can clean it up before the end of the year. 

SF.:Nl11'0H Lr~SNIAK: I ca;1 tell you right now you're not 

going to be too happy about those either. 

MR. GURRcRA: l know that. We--

SENATOR LESNIAK: After speaking to the Commissioner. 

MR. GURRERA: Some of the applications I have for 

employment in my office, I filled out. 

Where was I now? S-2594 will 

more complex. It will take more time 

make insurance sales 

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 guoting rates, explaining 

coverages, explaining the existing options in detail. 

explaining medical deductions, thresholds, and so forth. We 

complete the applications and various other forrr:E mandated by 
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the Legislature. We collect the down payment. We bind the 

coverage, issue the l .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 look for errors. We have to correct any errors that 

exist. We then have to collect installment premi..ums tor wr1icr1 

we do not get paid. We make pol icy changes. We take claim 

reports. And we assist in the settlement of a claim. l know 

that sounds borjng, but we do it each and every day. 

We also, by tt,e way, arrange for rent.al cars, and we 

deal with body shops and doctors and attorneys on behalf. of thE: 

insureds. 

If this bjll is passed in its present form, all of 

these services will be seriously curtailed, per.haps not 

performed at all. 

At this time, 

how the fully earned 

is critical to the 

1 would like to give a brief overview of 

commission -- or fully earned premium 

survival of the producer. The average 

premium that ~o are concerned with i~ in the $350-a-year area. 

The down payment for this policy is $119. Our commission on 

this policy if it is not fully earned that i..s, if the 

present law is 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 ins ta l lmen t payment. This 

means th a t the co mm i s s i on we r e c e i v e on a pp r ox i. rn a t e 1 y 3 o \ o f 

the policies written in our office would be in the 3-1/2\ 

range. By the way, we would be working for less than the 

minimum wage allowed in the State of New Jersey. 

SENATOR LESNIAK: Can l ask you this? Who sets thE: 

rate -- the percentage of comrr,ission you get? 1£ that set by 

the Commissioner? 
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MR. GUHRf~RA: 

law itself. It's a--

No. The commission is mandated by thE-

Sr~NATOH JACKMAN: So what's the commission rate? 

MR. GURRE:HA: 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 just recites for this Comn"iittee, and saying, "We need ar, 

increase in our comrr:ission"? 

MR. GURRE:RA: All right, Senator. Let me say this, 

and perhaps you"ve never heard this side of the argument. 

SENATOH LE:SNIAK: 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 LESNIAK: (continuing) --nine months. 

M H . Gu RR ER JI. : we c o n s i a e r ea t ha t a n n v.' e w o 11 1 d pr e f e r 

to have a higher commission, and not have to fight the fully 

earned battle every two years. 

exists today--

But the way the situation 

SENATOR JACKMAN: Can I ask you a question? 

MR. GURRERA: Yes. 

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

payment? 

MR. GURRE:RA: No, we're getting 11\. 

SENATOR JACKMAN: Eleven percent of what, of the first 

SENATOR LESNIAK: Of the full premium. 

SENATOR JACKMAN: Oh, of the full premium. 

SENATOR LESNIAK: Including factious, constant--
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SI-:NA'l'OH JACKMAN: What's the full premium'? 

MR. GUHRE:RA: The full premium in the case l 

illustrated here would be $350 in this example. 

SENATOH JACKMAN: That's the full premium? 

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

MR. GURRE:RA: 

still work there. 

Yes, sir. I was born in Newark. I 

SENATOR JACKMAN: So, ll\ of $300--

SENATOR LESNIAK: What has that to do with-­

per year premium? 

1 s that 

MR. GURRI::RA: We' re taking- - The Newark r.ate, the 

lowest rate you can havP. if you use all the options in the City 

of Newark, 1 believe, is in the $:367 to $387 area for an adult 

driver. 

If you take Irvington and the surrounding areas, you 

can get your premium down close to $300 if you utilize the 

options. Insurance is affordable and available if people want 

to buy minimum liability. 

MEMBER OF AUDIENCE: 

SENA'l'OH LESNIAK: 

testify? (response inaudible) 

This is New Jersey. 

Are you going to come up t0 

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

SENATOR JACKMAN: Yes, but if you get ll't of $jQQ, 

it's $33 bucks in my count. 
MR. GURRERA: No. But, Senator, here's the thing: 

Today, if we get ll\ of $350, we get $3S-­

Approxirnately $38 commission. 

SENATOR JACKMAN: Yes. 

What i. s it? 

MR. GURRERA: And this particular section that we' re 

speaking about-- We will be paid only on the first premiurr 

that's remitted to the company. 

SENATOR LESNIAK: No. 

MR. GURR~RA: 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. GUHHEHA: Okay. I 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 te 11 me that everybody pays the 

first three months and then qui ts, and we have no more people 

with insurance? 

SENATOR LESNIAK: His testimony is 25\. 

MR. GURRERA: Senator. can l explain it to you? What 

happens is--

SENATOR JACKMAN: 

than I thought we had. 

ME. GURR~RA: No. 

about that. 

SENATOR JACKMAN: 

wondering. 

We've got more uninsured driver£ 

lt'S not that bad. I'll tell you 

Well then, that's why I was 

MR. GUHRr~RA: Approximately-- What we're saying is 

33\ of these people will come in. they will purchase insurance, 

they will buy the lowest possible policy, and now they can 

register tt'Jeir vehicle. They use up twei or three hours of our 

time -- maybe eve~ 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. is less than minimum wage. And that's 

exactly what happens. 

As far as uninsured motorists on the road, l do not 

agree with 600,000 because what these people wi 11 do is, 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 commission 

-- because there's a reason why the car is not on the road -­

they w i 1 1 j u s t 1 e t the po 1 i c y c a n c e 1 . They ' 1 1 g e t • i n s u r a r, c t 

again after the car is 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 work on 

renewals as you do when they first come in. 

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

SENATOP LESNIAK: Why is that? 

MH. GUBREHJ\.: Why is that? Because the fellow is not 

coming into the office to pay his renewal. ana we have tc 

contact 

This is 

him. First we sena him a letter. 

normal. We then make attempts 

He doesn't respond. 

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. GURR~RA: Yes. He may have sent his renewal 

premium in. We finally get him into the office. We review the 

coverages with him. We want to make sure he doesn't have a--

SENATOH LESNIAK: But' meanwhile. you Ive already 

adequately explained the coverages the last time, so you don't 

have to go over that again. 

MR. GURRl::RA: Senator, coverages change every year. l 

mean, l know what you' re getting at, but the coverages change 

every year. 

SENATOR LESNlAK: So, you're saying that and you 

testified before the Commissioner at hearings -- your work on 

renewals is more than your work on origination, because he 

doesn't believe it. 

MR . GURRE.RA: l 'd like to ask the people that don't 

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

SENATOH LESNIAK: I'm not talking about every case. 

I'm talking thousands--

MR. GUR.RERA: In many cases. 

SENATOR u;sNIAK: Please. When 1 ask a guest ion I'm 

talking about the average case. T 'm not talking about the 

exception; I'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 I did originally, and even more, to update the policy. 

And when people do contact us on renewals because they need an 

1.D. card anc they get a questionnaire from the insurance 

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 c;;r from•- whatever the situation may be. 

to perform the same services. 

In fact, you mentioned the Commissioner. I 

in front of the Assembly Committee approximately 

We havE-

suggested 

two years 

ago-- I jnvited them to spend some time in my insurance 

agency, or any agency, if they would like to see exactly what 

it is we do. 

SENATOH LESNIAK: Do you know how many licensed 

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. GURR~RA: I'm sorry, before--

SENATOR. LF~SNIAK: How many were there five years ago, 
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do you know? 

MR. GURRERA: No. I would imagine less. 

SENl'.TOk LESNlAK: Loss. Okay. So, there are mc:c. 

people in the business now than there were before. 

MR. GURR~RA: Brokers with licenses? 

SENATOR LESNIAK: Pau 1 Samue 1 son te 11 s me that means 

it is 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. GURRr:RA: Well. there is money to be made in the 

insurance business, but it's not necessarily to be made selling 

au t om obi 1 e i n s u ran c e . 1 ' m speak i n g for p e op 1 e 1 i k e myself who 

service an awful lot of residual market auto insurance. And Wf 

service this insurance. 1 was going to get to that but I '11 

deviate from it. We service what we call and we picked the 

word up from the Legislature the under-serviced areas of the 

State places like Elizabeth, Newark, West New York, Union 

City, Jersey City, Trenton, and Camnen. These are companies 

(sic) that have been left behind by the large companies. They 

have no presence in these under-serviced areas. '!'hey say that 

they cannot make money in these areas. lt is not profitable 

for them to keep their agents in these areas. 

We stay behind to service these 

under-serviced areas. We' re doing it, and the 

people in the 

only reason we 
are able to maintain our business is 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. GURR~RA: Oh, l'm sorry. We:-11, you know, it 's 

emotional. I'm going to be put out of bus 1 ness nere. 1 'm a 

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

MR. GURR~RA: No. I'm a little upset, naturally. l '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, I'd like to. finish this if I may -- if that's 

okay. 

A matter of--- I think 1 said that. When we sell ari 

auto insurance policy, the consumer is contracting what is 

legally to insure his automobile for one year. Mecause he 

decides to unilaterally avoid the contract by not paying hif 

premium, it means that we suffer an economic loss. Is this 

what is intended by the law? 

SENATOP- JACKMAN: Without this law, you were gettin; 

the full premium in the first payment? 

MR. GURRERA: Yes. 

Oh, by the way, getting back to that thing of 

increasing the commission--

SENATOR JACKMAN: Is that right? 

MR. GURR~RA: Yes, Senator Jackman. 

But, getting back to the portion of the speech here 

concern~ng the fact that we have an increase in tte commission, 

possibly, that's not fair to the consumer who's buying 

insurance in good faith. The way it's set up r.ight now wit.h 

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 commiss i onE 

are increased 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, I didn't make that offer. 
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MP. GURRERA: Well, if it were coming as an offer. we 

would accept. 

The bill, as written, will seriously affect thousands 

of jobs in those off ices 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 in the 

under-serviced area. 

An under-serviced area is one referred to as an area 

left behind by the 

difficult and costly 

consumer. 

large insurance carriers, due 

to continue providing service 

to being 

to the 

When we first heard of the bill, we were very 

concerned. We were upset. We l<r,ew that we would not be able 

to continue to operate our offices. 

I'd like to give you my personal reaction to this, and 

this I can document. As insureds came into my office after I 

first was able to read a portion of this bill, 1 discussed the 

provisions of S-2594 with them. told them that L recalled an 

editorial in l9BS, in The Star i~edger that sai.d that $10 

million was being lost to the 

earned commission, and 1 

ccnsumer as 

told this 

t r, 1: r e s 11 1 t o f r. f 11 l l y 

to the consumer. 

emphasized the fact that they were losing money. 1 further 

stated that there are approximately 1.9 to 2 million vehicles 

insured in the JUA, and that it was 

with a case of simple mathematics 

costing the consumer 

approximately $2.~0 

vehicle to pay us for the service we perform. 

a 

I 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 bill 

it doesn't say reduction, but given 

through this bill -- it would mean that 

back to them somehow 

1 would no longer be 

here to service the policy. The reaction in all cases was the 

same: This is not a large savj ngs; it's not worth i.t; we feel 
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that we do 

professional. 

not want 

They 

their 

to lose the services 

appreciate the fact 

neighborhood. They 

of a neighborhood 

that they have ar 

agency in 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. GURRER.A: Senator, I was going to bring it here. 

If it goes to the Assembly Committee, you will be there. You 

know I've testified here in the past. 

license in. 

I will certainly turn my 

I have a 46 year-old male in my office who happens to 

be related to me. I told him today T 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 

His job was 

call people 

worl< full-time. We are not replacing his job. 

very valuable. He would come in each night and 

when their payments were overdue and their rene,,:a'l!c were late, 

to try to get them into the office. That job we cannot replace 

on the basis of what we see here. 

And I am very sincere when 1 say this. My license is 

up for grabs with this. 

Jersey. 

SENATOR LESNlAK: And you're Chairman of. the-­

MR. GURRERA: Insurance Brokers Association. 

SENATOR LESNIAK: Insurance Brokers Association of New 

Are there any other insurance brokers that are 

similarly situated to you who wj 11 turn their license 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 in here today who do not belong to the 

Brokers Association who will tell you-- T believe I'm echoing 

their sentiments here. They have also suggestec to me tLc: 

they will be out of business. '!'here is no way in the world 

that you can service people in your off ice if you do not have 

the people there to help them. 

We have d o z e n s of p e op 1 e c om i n g i n t o o u r of f i c e e a c t, 

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 I K E F AN Z A Z Z I: 1 for one would be reluctant to 

turn in my 1 ice n s e . However, if it became a necessity because 

I financially couldn't handle it--

SENATOR LESNlAK: Could you identify yourself, please? 

MR. r'ANZAZZl: My name is Mike r·anzazzi (phonetic 

spelling). I'm from the Brokers Association as well, and what 

I •m suggesting is, if our income is cut in such r1 fashion that 

it doesn't make it feasible to be there, then 1 will utilize 

every opportunity I have to survive because we're all 

survivors in the city. However, it may become necessary to 

eliminate it completely. 

SENATOR LESNIAK: Right. That sounds like a statement 

that I wouldn't quarrel over. 

Yes, sir? 

T 0 M D R 0 s L A N D: My name is Tom Drosland (phonetic 

s pe 11 i ng) . 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 destabilizaUon 



of this industry, and--

SENATOR LESNIAK: 

are we talking about? 

Wait. What economic destabilization 

MR. DROSLAND: Well, this. We don't know whether it's 

coming or going. We don't know what's corning or going with the 

State Legislature. 

to work. 

off. 

SENATOR LESNIAK: So, that why--

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

We now have 12 people who work. We had to lay the~ 

SENATOR LESNIAK: I don't understand. Why did you 

have to lay them off? 

MH. DHOSLAND: Lay them off? Because there's no 

stabilization in this business, and you're probably going to--

SENATOR LESNIAK: 1 don't understand. 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? 

MP. DROSLAND: Well, sir, the sjmple fact is, number 

one, we don't have the market -- the proper markets to deal 
We also with it. We should have homeowner applications. 

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 I don't have other markets to do business with. 

MR. DAVIS: Excuse me, Mr. Chairman. 

MR. DROSLAND: Plus the fact that this i_s a voluntary 

market. 

MR . DAV I s : Ex cu s e me , s i r . Mr . Ch a i rm a n , I ' m adv i s e d 

that the microphones are not picking up the speakers from t.he 

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 questioD 

of this witness? 

SENATOR LESNIAK: Sure. 

SENATOR CARDlNALr:: Pa rt of the problem that you I 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 presumptioD 

that the full premium is going to be collected for a year' E 

policy, generally. Yet, that is broken down in payments by the 

company. 

Now. it occurs to me that when someone goes out to buy 

a car, the car manufacturer unless they also have a side 

f i n a n c i n g comp a n y - - i s n ' t g iv i n g p e o p 1 e t he r i g ht t_ o pay f or 

the car in four installments over a period of a year. And, 

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

because most things -- if you're not going to pay for it right 
away 

time. 

are financed, so you can pay for it over a period of 

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

that in automobile insurance we have this kind of si.tuation, 

where people can, in fact, get the insurance cara simply by 

making the first payment, then never make another payment anc 

still continue to keep that card? isn'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 a number of other 

things? Why does no one approach that? ls 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. :t-'or example, i.f you paid for six 

months, you would be given, for example, a red sticker that was 

good for six months. If you pair1 for two months, you would bE 

given a blue sticker. 

Now, what woula happen if this was done is, the police 

would be able to identity 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, I 

think, most of them off the road because you can identify them 

without stopping them. 

SENJ\1'0h CARDINALE: Would you 

the road, but really giving them an 

not be getting them off 

incentive 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. 

SENA~OR 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 us 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 L~SNlAK: 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. GUHRERA: According to the law, we must write 

everybody who comes into the office, but he must have the 

proper down payment when he comes in. 

proper down payment--

But if the man has the 

SENATOR LESNIAK: Which is a quarter. 

MR. GURREHA: No, 34\ or ~5\ on the financing 

agreement that we have with various finance companies. Some of 
them might be even less. But we cannot turn down anyone who 

comes in who is within the parameters of the la-w, 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 I have 

files on here: he's up to some kind of insurance ·fraud. l 

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. GU!:Ul.F~t<A: We would like tc locr. into that, and '..'E: 

would like to sit down and study it. would not like to make 

a decision at this particular moment for a lot of people who 

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 long as you don• t get 

stopped by a police officer. 
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SENATOR L~SNlAK: (continuing) --nor are in an 
accident. 

Okay. Can you summarize your testimony, please':' 

Because I think we've covered the testimony. 

MR. GURRERA: Well, 1 think l'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. I say to you if our income is reducea 
and we are put out of business, not only do we lose jobs in 

these city areas, but what happens is, there's no professional 
insurance agents and brokers left in these city· areas tc 

service the new busjnesses we're trying to attract to the areas. 

SENATOR Ll:;SNlAK: You don't have any expert economic 

analysis of the industry whjch 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. GUHRr~HA: Do I have statistics that show that? 

What kind of statistics? 

certainly iri my-office- -

SENATOR LESNIAK: 

I gave you figures here. We 

Those figures are just 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 LESN lAK: No, no. You don It have any expert 

economic testimony to that effect? 

MR. GURRERA: You tell me what it is you want, and I'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. GURREHA: 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 

figures. I don't have your income figures. You haven't shown 

me your income and your expense figures. 

MR. GURHr~RA: l'll be more than happy to provide you 

with them. It's an open book. 

SENATOR LESNIAK: For the record? 

MR. GURRERA: Yes, si.r. 1 will provide you with 

them. I have nothing there to hide. 

SENA'l'OP LESNIAK: No, it's not a question of hiding. 

MR. GURH~HA: Senator? 

SENATOR LF.;SN IAK: It's just a guest ion of being able 

to analyze it. 

MR. GURRr~RA: Senator, I would also invite you-- As I 

stated earlier, and I've been saying it for many years, I 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. 

SENA'l'OP. LESNIAK: Let me ju~t make it clear why l 've 

asked that question, because contjnually 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, ana over, and 

over again. "We're goi.ng to leave the State; we're going to 

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. GUHRERA: Senator, I will get you these figures. 

You know that we didn't have a full year. in commission last 

year. It was illegally taken away from us, and 1 will show you 

something that I think is quite remarkable. I'm not 

embarrassed to do it. l 've been in this business for many 

years and last year was the first time since I've been in the 

business that I had to borrow money to pay my own Errors and 

Omissions Insurance, which was increased 400\ without the 

benefit of a claim. 

SENATOR LESNIAK: I'm more interested in the bot tom 

line in terms of the accounting. 

MR. GURRERA: But, I'll even show you the loar, 

statement. I'll show you whatever you want that's in my office 

that I reported to the Internal Revenue. ls that fair? 

SENATOR LESNIAK: They won't. even sell us ~rrors and 

Omissions Insurance, so-­

Okay. Thank you. 

than us. 

MR. GUHRERA: Well, somebody is making more errors 

SENATOR LESNIAK: Thank you. 

MP.. GURR~Rn: Thank you. 

SENATOR LESNIAK: Are Harold C:asley and Wallace LeE 

from the Black Professional Insurance Agents of New Jersey 

present, please? 

Do you basically agree with everything that's been 

said by the previous speaker? 

HAR O L D EA S L E Y: I 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 in 

the back. 
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T H O M A S JAR US ALEN A: Because of Affirmative 

Action. I'm told to come here. 

MR. EASLcY: 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. 'l'h e r e a s o r. 

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 LE:SNlAK: You service black areas? 

MR. EASLE:Y: No, sir. 1 t ' s be c a 11 s e we c o u l ii n ' t g e t 

involved on this level with some of the other. associations. 

So, the intent here is strictly to bring up some facts. l 

think 1 have some of the information you were asking for frorr, 

Tom -- from the 

Let me 

brief as 1 can 

But, I have 

New Jersey Brokers. 

just start by saying--

because I don't want to 

first -- to start with 

And I '11 make this as 
cover the same ground. 

1984. when the JUA was 

instituted. We lost -- we brokers in New Jersey lost -- 35\ of 

o u r b a s i c i n c o rr. 0 be c au s e t h E s u r c ha r g e s we r e t a k e n away 

commissions on surcharges -- number one. That went directly to 

the Division of Motor Vehicles for what? To redo 

administration. To rehab their policies, anc programs, ar,d 

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

Also, during the same per.iod, for the first three to 

four months most of us had to finance our own operations with 

our own capita 1 because we weren't pa id 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. 

If you do the math -- which 1 can do with you sometime 

you'll see that in itself lost us money. 

I did a study on behalf of the Black Professional 

Insurance Agents that comprised the following o r c a me f r o rr. 

the following places. These facts came from "Rough Notes" in 

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 you that the urbar. 

community is generally afforded substandard coverage at th~ 

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. 

SENA'l'OH LF:SNIAK: The JUA coverage for autos is ttie 

same as for th~ voluntary market. 

MR. EASLEY: Well, it may be. I'm not quite sure. I 

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 f act of the matter is that they ' re working 

through a broker and our brokers. if you understood 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\? 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 LESNlAK: 

7\ for renewals. 

Ken Merin thinks you could do it on 

Ml:L EASLEY: Well, I can understand that. But. if WE: 

were getting 15\ as they do in the voluntary market, and 7\ o~ 

renewal, that's 22\. It all adds up the same. 

But, let me go a little further. According to the 

1980 census, there were ·1.4 million people i.n 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 5.!:>-- Not of course, but !->.5 million 

residents were considered on the urban fringe. Of this, l.8 of 

these people were minorities. Urban brokers and agents service 

a t _, u t 7 :i % • Now, notice 1 said urban brokers, agents, and 

minorities. We could care less. This acti.on transcends black 

and white, suburban and urban as an economic issue. 

Now, 60\ of all insurance consumers in urbanized areas 

and urban 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] rigr.t, l'rn going to go further quicker. l'rn 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 $1.2S 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 bro~er -- 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-thirc 

generation variety. 

Auto Insurance is 11\. 

Other personal lines are about 7.S\. 

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, lS't on auto, 16\ on other personal lines, l!:>\ 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 these 

numbers right for you, my agent broker the person I'~ 

representing -- because he has no specific markets of his own. 

at least 7S\ of his business is done in 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 I have copies. 

SENATOR LESNIAK: What you're saying ts absolutely 

true, but it would appear to me that the remedies for that go 

certainly beyond this legislation. You would agree with that? 

MR. E:ASLEY: I would agree with that. 

SENATOR LESNIAK: Now, what about Senator Cardjnale's 
suggestion that we require either a year 

premium? How would you feel about that? 

MR. EASLEY: I could say that, 

should understand that the paperwork 

fi.nanr-i.ng, or a year 

first of 

involved 
administration of auto insurance far surpasses 

a 11, 

in 

in that 

you 

the 

the 
commercial lines and in the other areas. 

I 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 

nightmare 

basis, and they've 

to all concerned 
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cancellations, misappropriation of funds, but most of all-­

SENA'l'OH LESNIAK: How about Beneficial Finance? 

MR. r~ASLE:Y: (repeating) --but, 

another tremendous amount of paperwork. 
most of all, creating 
Now, if we're having 

difficulty surviving on 11\ now, what would it be like? 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 takin~ advantage of a section of thE 

administration which says that you can be canceled for 

non-cooperation. And 

encompass such things 

cancellation for non-cooperation would 

as not getting a vehicle inspected, not 

answering a request for jnformation. 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 business. 

SENATOR LESNIAK: If it's canceled, then you don't get 

the full premium? 
MR. EASL:t:Y: If you cancel for that reason. So, what 

you' 11 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 timeE 

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. I saw you squint a little. 

New Jersey State Ubrarr 
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SENATOR LESNIAK: 

a way out of the morass--

No, no, no. l'm trying to think of 

MR. 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: It's a very difficult problem. I have to 

agree with Mr. Gurrera, that if you take a look 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. I 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 I was here, an 

somebody representing them, said, "Look, 

care less about this administration as 

they're making money." Anyone that 

background, and you should--

Allstate 

they co11ld 

person, or 

virtually 

it 

has 

stands 

an 

because 

insurance 

SENATOH L~SNlAK: Is that what he said? 

MR. EASLEY: They said, "Look, we're making money. 

We're going to make money, regardless," is 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, l 'm sorry I need a rate increase because I 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 LESNJAK: The JUA you're taking about? 

MR. EASLEY: Sure. I mean. just think about it. The 

insurance companies today can not take any sort of loss in thiE 

State. That's why they don't want a voluntary market. l t' s 

more profitable than a voluntary market. They can eliminate 

the independent agent, or the smal 1 agent. I think this bi 11 

is discriminatory too. I 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. I think that those legislators wr.c 

get involved, and hurt us, and put the little guy out of 

business, is only going to be in a for a great shock when this 

whole industry - - the auto insurance industry -- is monopolize~ 

by the Allstates, the Prudentials, and the State Farms. 

I, for one, am in favor of the SH-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, 11 We 1 ll 

leave the State," but they can't. Don't be fooled. They're 

locked in with other lines and everything else. 

SENATOR LESNIAK: I think one- - I know that, and I've 

told them that. But I think at least one of them is in favor 

of nonrnandatory liability. 

MH. EASLC:Y: It's a good idea that we look. into it, 

and l think that perhaps those people-- You see, right now l'd 

venture to say that some years ago I 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. lt is why Torn can sit next to me. It 

is why Torn can talk to me. lt's why we've decided to put 

together a coalition and root out those legislators who are 

involved in eliciting legislation to 11 screw" everybody. 
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MR. EASLEY: We're going to take a look at the people, 

just like Jerry f'alwell 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 I appreciate it. 

But, more than that, 1 'd venture to say I have statistics here 

for you that are available to you. 

SENATOR LESNIAK: I've got to say this. We wi 11 

listen to your views very seriously, okay? 

MR. EASLEY: And l'd like to be involved. 
SENATOR LESNIAK: We are not going to be concerned 

about your threats. 

MR. EASLEY: Did I threaten you? 

SENATOR LESNIAK: You didn't threaten me, that's for 

sure. 

MR . EA s LEY : No , I did n ' t . l don't recall threatening 

anyone. 

SENATOH 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. 

Mh. EASLEY: No. 

SENATOR LESNIAK: 

l 'm net even threatening. What I'm- -

Just a little advice, if I may. 

MR. EASLEY: I wouldn't threaten anybody. 

SENATOR LESN lAK: 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. 

want 

spend 

MR. EASLEY: I'm not interested in 

is an egua 1 opp or tuni ty to compete, no 

all my money. I got rid of every 

threats. All 

more no less. 

stock I own. 

l 

I 

My 

savings accounts are gone. My children's trust funds are 

gone. I had four offices, with 18 employees. I have two, with 

six. And I 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 I was threatening you, I wasn't. 

SENATOH LESNlAK: No, no. Believe me, in terms of me 

personally, you can say whatever you want. 

MR. EASLl::Y: No. 1 came here--

SENATOR O'CONNOR: His nickname is Rambo. 

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

SENATOH LESNIAK: You can say whatever you want. You 

can--

MR. EASLJ:;Y: 1 came here with an olive leaf in my 

mouth, asking you gentlemen to consider the poor little guy an~ 

take heed that we are performing a service. There is nobody 

that's going into Union City, Jersey City, Newark, lrvington, 

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 woula be better if we 

did issue an l.D. card for the time frame for which you've 

paid, with a small period in-between for the mail or sometriin; 

else, which would allow you to do that. 

1 disagree that anybody in this State should be 

running around without insurance if 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 LcSNIAK: Well, anyway, believe me, yot:r 

testimony was well received. 

MR. EASLE:Y: 1 have one more thing to say, and that is 

that in reference to SR-61 -- Senate Resolution 61 -- we would 
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like to- - I 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. If 

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. I 

don't think you' re really getting the picture from where the 

little guys are coming from. 

I think the lobbyists with the money- - l 

people that have the wherewithal to send people to 

think the 

deal with 

you on a regular basis have a monopoly on it. And l think that 

perhaps it may help if you get some people from the ground 

floor to help one time. Thank you. 

SENATOH. LtSNll\K: Thank you very much. 

W A L L A C E L E E: J have a prepared speech here. 1 

think one of the reasons the JUA is in such trouble is because 

the insuranc0 companies are making exorbitant profits and 

milking the fund dry. 

from the 

employees 

board of 

'l'he board of directors -- when 

JUA consisted of 17 members, 

of insurance companies. Also. 

the JUA when it first started 

it first started 

eight of whom were 

the chairman of the 

came from Continental 

Insurance. And the general manager--

SENATOR LESNlAK: The chairman of the board now is ar1 

insurance agent. 

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

SENATOR Lt::SNlAK: Now he's an insurance agent, isn't 

he? 

MR. Ll::E: He's now an insurance agent, but at the very 

beginning he was a member of Continental Insurance. 

The general manager was also a member of the insurance 

industry. He came from the insurance industry -- by the way, 

Continental Insurance. 

Now, these board of directors got together and 
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petitioned the Insurance 

Commissioner Joseph P. 

Commissioner, 

Kennedy who 

who 

also 

at that 

happened 

time 

to 

was 

COmE 

from Continental Insurance 

is what came down. 

about their Commission, and trd ~ 

SENATOH LESNlAK: Joseph Murphy. 

MR. LEE: Joseph Murphy. 

The initial percentage on the total Associatior. 

revenue -- this is nonmedical expense, okay? -- will be 10.9\ 

of the liability -- and that was changed to 19.S\ on June of 

this year and ll't for physical damage. Therefore, on a 

$1000 premium. the commission will be, for the servicing 

carriers the insurance companies $109. SO. 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. 

SENATO!:?. LESNIAK: We are going to look at the entire 

JUA situation, well beyond this bill. 'rhis is not, as I said 

before, the last word on the JUA. And we really have limited 

time. I would like any additional testimony on this bill that 

has not been adequately covered to date. You wi 11 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 I had five 

offices in the State scattered throughout the State. Ana 

because of the monopolistic control of the insurance oligarchy 

in this State drying up the markets, we now had to go down to 

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. I heard you say that from the back of the room. 

The impression I get -- and correct me if l'm wrong -- is that 

you were in a service business where automobile insurance might 

almost be considered a loss leader, or in some way an 

attraction to get people into your office so that you could 
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sell other 

drying up. 

business. 

lines of insurance, and that with those other lines 

it has had this kind of adverse impact on your auto 

MR. LEE: Yes, sir. 

SENATOR CARDINALE: And-- Okay. Al 1 right, 1 

understood you properly then. 

MR. LE:E: 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 margi~ 

and other things are in here, and I'd like you to have it. 

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

memters. Thank you. 

MR. LE:J-:: Thank you. 

SF.:NJ\TOR JACKMAN: (r'or the Chairman) Thank you. 

Stanley Van Ness? 

S T A N L E Y V A N N E S S: Senator, I'd like to 

introduce Sheila Heilly, Assistant Corporation Counsel for 

State Farm lnsurance Company in Bloomington. Illinois. Sheila 

is here to help me fill in some of the gaps in my knowledge. 

l'm sure that it wouldn't surprise you gentlemen if you 

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 liberty 

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 ~tart out with a 

commendation of the Da 1 ton Commit tee. When l got into this 

business ab6ut a year and a half ago. l read everything 1 could 

find to read about some of these issues that have been plaguing 

the members of this Legislature for the last lO years. 
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1 believe that the exposition in the Dalton Report is 

the clearest exposition of the problems facing the auto buying, 

insurance buying, public in the State. And 1 founn i.t to b•­

extremely helpful to me, and l think it will be helpful to the 

general public and, I believe, to you gentlemen as well. 

We do take some-- We have some quarrel with the 

extent to which the recommendations solve the problems afte.c 

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 includi~; 

within that second higher-paying tier, not only the bad or thr; 

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 I 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 look 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. l 'rn 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. I can say that both institutionally and 

personally. We were around in the old days when we did not 

have a no-fault system and found that maybe 30\ or 3S\ 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, conclnded that the New Jersey 

system was the worst with, on the one hand, unlimited medica1 

benefits and, on the other hand, with the $200 tort threshold, 

which was the lowest in the country. 

SENATOR Ll':SNIAK: What about the person who is 

extremely, seriously injured who has the $10,000 1imit? 

Ml:\. VAN NESS: I hadn't quite gotten to that point 

yet, 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 institution 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 LESNIAK: A ball park figure, on an average. 
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MR. VAN NESS: We testified before the Assembly 

Committee that on State l''arm's book of business, it would save 

-- on the bodily injury portion of the premium -- about $5~ c:. 

average across the State. 

SENATOR LESNIAK: And how about the Dal ton proposa 1 

for the optional verbal threshold? 

MR. VAN NESS: That really hasn't been costed out, to 

my kn owl edge. I don't think that we have at tempted to cost out 

the savings. We don't know how many people would opt for one 

er the other. If we continue the experience that we've had up 

to date, with the $1700 indexed level, 1 understand about 22\ 

or 23\ of the people have opted for that. 

SENATOR LESNIAK: What is the savings on that option? 

MR. VAN Nr~SS: r~rom the $200 to the $1700? l believe 

we're still arguing with the Department of Insurance about what 

that savings should be. 

saying? 

$SO. 

SENATOR LESNJAK: Wel 1, you say it is- -
MR. VAN NESS: We say it should be about 

SENATOR LESNIAK: Which in dollar figures 

MR. VAN NESS: lt would be about $25. 

SF.:N/\TOH LESNIAK: And the Department of 

MH. VAN NESS: It should be about 31\. 

SENATOR LESNIAK: Which is? 

lS\. 

is--

Insurance 

MR. VAN NESS: Which wi l 1 be twice that, I suppose 

is 

SENATOH L~SNIAK: Fifty-two dollars. So, according to 

the Department of Insurance -- Ken Merin, the Commissioner 

the savings on the $1700 option is $52? 

MR. VAN NESS: Yes. 

SENATOR LESNIAK: And you' re saying that the savingf 

on the mandatory threshold is $55. 

MR. VAN Nl:::SS: 

on our book of business. 

Yes, that's our-- Our figure is base;: 
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SENATOR CARDINALc: If the same proportions, senator, 

held true in terms of their estimate versus his, you'd have to 

double that for what Me~in would prob~bly estimate as thE 

verbal. 

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

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

SENATOR L~SNIAK: No, it's also not accurate. 

SENATOR CARDINALI::: Probably. Because that probably 

comes out to more than the policy costs. 

SENl~TOR 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 l say, it is not the option that we coni=dder to be 

most preferable. 

SENATOR LESNJAK: 

isn't that what it is? 

'l'he balance is dollars and cents, 

MR. VAN NF.:SS: 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 $~00 threshold as 

opposed to the ver'ba 1 threshold, we think you' re missing an 

opportunity to save money which is an expense to the system and 

not a benefit. Now, l know that's an arguable point, but 

that's the position that we take. 

SENATOR LESNIAK: Okay. Any questions? 

SENATOR CARDINALE: Yes, 1 do. State Farm has done 

something about the issue we were talking about before -- at 

least I 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: 

that question? 

I'm not sure. Sheila, can you answer 

SHEIL A RE ILLY: In the voluntary market? 

MR. VAN Nr~SS: ln the voluntary market? (speaking to 

Senator Cardinale) 

payments. 

SENATOR CARDINAL~: Well, either. 

MS. REILLY: J:;veryone has the four payment in the JUA. 

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

SENATOR CARDINALI:;: I see. So that--

MR. DAVIS: That's for the servicing carrier. They're 

not the insurer; they're the servicing carrier. 

SENATOH CARDl NALE: All right. Where you have this 

six month po1icy if that's in the voluntary market - - does 

everyone pay their policy up-front? 

MH. VAK NESS: It would have to be paid then, yes. 

SENATOR CARDINALE: 

they're billed and--

They do pay that. You know, 

MS. REILLY: We have a monthly payment plan, but 1 

don't know if it's availablP. for our voluntary market in New 

Jersey. 1 can get you that information. 1 don't know the 

answer to that. 

SENATOR CARDINALE: All right. I want to ask you the 

same question from an insurance company's perspective. You 

know, l 've asked it of the agents. But from your perspective, 

what would be the problems. or how would you look at a 

requirement that people only, f i. ri:;t off, get the card the 

insurance card for the period of time that they have 

actually paid, unless 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, I 

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--

St-~NATOR LESNIAK: Are you fami.liar-­

been tried in other states and failed. 

1 mean, that'f 

MR. VAN Nl::SS: I know. 

hasn't worked in other places 

1 was getting ready to say it 

in Kentucky, for example. 

SENATOR LESNIAK: 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 load. We're talking about millions of stickers. 

You know, your idea has a lot of merit in the abstract. 

you bring it down to the- -

When 

SENATOR CARDINALI:;: 

of stickers at all. 

You're not talking about millions 

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

SENATOR CARDlNALl::: No. You're just talking about a 

slightly different method of payment. 

SENATOR LESNIAK: 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 

failed. Maybe we can improve upon it, fi.nd out where they 

failed, and work it out. We're not going to resolve it today, 

though, at this hearing. I would ask that we--

SENATOR CARDINALI:;: No, but we're taking-- ln all 

seriousness, we' re taking testimony on how these changes in 

payments impacts on brokers. And what l '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 I think is the 

right approach is' remove the requirement that they issue 

policies to people who have not fully pai.d. 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 



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 if 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 coorainating those things ana 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. 

SENATOH Lt:SNIAK: Wel 1, I think what we ought to do is 

form that into a specific question and get comment from tt1E 

Department, get comment from the industry and the brokers and 

agents, and maybe you just wrote yourself a bill. 

SF.NATOR CARDINALE:: I'd rather see it in this bill, 

Senator. It's-- We ought to try to do something comprehensive 

instead of piecemeal. 

SENATOR LESNIAK: You know, the Special Auto Study 

Commission labored for seven months on this particular bill. I 

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. 

I would like to say one--

SENATOR LESNIAK: Could you summari7..e that'? Are they 

technical or substantive? 

MR. VAN NESS: For 

we believe you should 

instance, 

drop the 

!:, 1 

in section 6 of the bill, 

po 1 icy of compensating 



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 prov1sions 

regarding income continuation. We think that it would make 

~ense to amend that section to make it clear that the income 

continuation is for five years in the employment -- or the kind 

of activity that one is engaged in and then after five 

years, look to whether one would be actively employable in any 

activity. 

MR. DAVIS: 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. DAVIS: 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: That's for another day. 

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

SENATOR LESNIAK: Defensive driving course. 

MR. VAN NESS: The defensive driving course, for 

instance, we think the law ought to reao 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 logical connection 

between that training and the operation of the vehicle. 

'l'he one close to home, in 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 

I 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. It's just a reduction in the 
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MR. VAN NESS: Yes. In Section 24, there 1 s a 

prohibition against the involvement of the Public Advocate in 

those situations where rates are being reduced, and I believe 

it 1 s an 18 month period of time. We think that the Section 

should read 1'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 

act ion 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: It's only if it's going to be restored. 

MR. VAN N~SS: Only if it 1 s going to be restored. 

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

MR. VAN N~SS: Up to the level, okay. 

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

MR. VAN N~SS: In-between? All right, th~t•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 LESNIAK: We have the same interpretation with 

regard to the principal driver as well. The way you 1 re reading 

it, it could be either. 

MR. VAN NESS: It could be either. 

SENATOR LESNIAK: That 1 s the way I read it too. 
MR. DAVIS: Well, the way I read it, the named insured 

or the pr inc ipa l operator of the insured automobile, if other 

than the named insured--

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

MR. DAVIS: Which means that it 1 s either going to be 

the named insured or--
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MR. VAN NESS: If other than the named insured. 
MR. DAVlS: Which means that it's either gojng 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 

ju~t 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. DAVlS: 

that's fine. 

Yes .. I think it says the same thing. but 

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: I think on the operative date of the 

bi 11, we wou 1 d 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. In other words, it would stage the 

implementation of the bill. 

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

those. 

SENATOH Lt-:SNIAK: Why don't you do that. l 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 NF.:SS: I think that really concludes our 

prepared testimony. I'd be pleased to answer any questions you 

might have. 
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SENATOR LESNIAK: Are there any quest ions? (no 

response) Thank you very much. 

Elmer Matthews or Wes Caldwell, you're waiving your 

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--

B A R B A R A SCHEFFEL: Talk fast. 

SENATOR LESNIAK: You' re going to echo the testimony 

of L.E.G.A.L. with regard to the--

MS. SCHEFF~L: I don't think so. 

SENATOR LESNIAK: Okay. 

MS. SCHEf'r'EL: You introduced Christopher Lynch. He 

is also going to testify with me. 

Mr. Chairman • 

SENATOR LESN l AK: Can 1 have some quiet in the room, 

please? 

MS. SCH~FFEL: Mr. 

name is Barbara Scheffel. 

Registered Nurse. I am 

Chairman, Committee members, my 

I'm a Certified Rehabilitation 

also a Certified Insurance 

Rehabilitation Specialist, and I sit on Board of Directors of 

the National Head Injury Foundation. 

I represent the New Jersey Affiliation for Medical 

Care and Rehab, which is 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 Rill 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 injured. Ten thousand dollars doesn't do a 
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whole lot medically. I have handed you an out 1 ine, and l 'd 

like to go through some of these figures 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 L~SNlAK: Can we stipulate for the record that 

this Committee realizes that there are numerous catastrophic 

injuries that will involve over the $10,000 

substantially over the $10,000 coverage? I think 

have shown about how many-­

below? 

MR. DAVIS: Around 95%. 

What percentage is 

SENATOR LESNIAK: Ninety-five percent .. 

coverage 

our figures 

$10,000 or 

SENATOR CARDINAL~: I think it would be helpful to ask 

this witness if she agrees with that. 

SENATOH LESN lAK: Well, those-- It's not a question 

of agreeing or not. Those are figures that are really--

MS. SCHEFI-'EL: I'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. 

SENATOH LESNIAK: From just about any insurance 

company. I mean, their figures are given to the Department. I 

mean, that's easily established. I think those are pretty 

accurate. Certainly, you don't have any figures to the 

contrary? 

MS. SCHr~F'FEL: No, I don't. 1 'd 1 ike to try to get 

them, but we've not been able to, to date. But I think the 

issue, too, is that if things that are fairly common injuries 

in motor vehicle ace ident s are the kind I've given to you in 

the list 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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I also would like to tell you that one month of 24 

hours a day registered nursing care \s $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 if 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, I think too-- We have also 

communicated with people in Pennsylvania, and l also do 

casework in New York. A $'::J0,000 cap on a serious injury -- the 

insurance company sits back and may 

for fifty grand and give it to you. 

happens to the individual. 

just as well si.gn a check 

They don't care about what 

SENATOR LESNTAK: Well, they're paying the bills, 

right? It's not that they do care or they don't care. It's 

really just--

MS. SCHl:ffr'EL: They're doing what their policy says. 

I agree with that. Certainly. But also, in 

Pennsylvania - - which went from unlimited medical 

the State of 

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 is no system. They've got a 

ca tas trophic fund that kicks in at $100, ooo, but that $90, ooo 
in-between-- One of the points that I'd like to make is l do 

work with major medical insurance. 

SENATOR LESNlAK: 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 pay 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, I 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? 

suggest 

medical. 

SENATOR LESNIAK: We recognize that. 

MS. SCHEFFEL: I think it may be false economy to 

that the individuals can't afford the unlimited 

If that's true, how could they possibly afford the 

medical care that they're going to need? 

I 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 --· like the increased 

wage replacement. Does anyone have figures like that? My 

concern is--

SENATOR LESNIAK: Yes. 

MS. SCHt:FFEL: Okay. We deal with the people after 

they're injured. 1 can tell you that almost 100% of the people 

I have ever dealt with that are covered by New Jersey no-fault 

have not knowri 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 like 1 'm crazy. If they don't know 

what they have now, how are they going to know how to deal with 

options? 

58 



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. 

C H R I S T O P H E R L Y N C H: My name is Christopher 

Lynch. I 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 is. are pretty much the same. one way or the 

other. 

At the time. 1 was employed by an inter.ior design 

firm. which is a family-owned firm. l was str.uck by a 

1000-pound roll of carpet. But, since that time--

SENATOR LESNIAK: Excuse me. Can you please be glliet 

in the back? (speaking to audience) 

SENATOR JACKMAN: Hey, close the door. 

MR. LYNCH: Since that time, l have gone through 

rehabilitation. vocational rehabilitation 

could possibly be tied in with this. 

everything that 

I was very fortunate. I had good coverage. I was 

able to respond quickly and get back to being a working member 

of the public. which I 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 ridi.culous. l think we're 

going to be caught in a major crisis in thi.s State if it•s 

allowed to go through. 
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People have no idea what their coverage is. 'l'hey say, 

"I have major medical. 11 

over four years. And I 

figure for a case of my 

about $200,000 in medical, 

That 's fine. In my own case, it was 

you that this is a low 

it was about $325,000 

will grant 

type, but 

whatever was 

modifications 

$10,000 cap. 

which is 01', PT, 

necessary. It cost about 

alone, which would never be 

You'd be out the door without it. 

ADL. operations, 

$70,000 in home 

allowed under a 

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. 

I 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 

lift, 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? lt 's kind of robbing Peter to pay Paul, to use the 

old 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 in 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 I m able to get back. I li.ve on my own. 

independent individual. A lot of people rely on 

rest of their lives -- 24 hour-a-day aides. 

l 1m an 

for the 

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 stri.des over 

the past few years. I 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 I s a rehab 

insu ranee nurse. She was a nurse. She goes out now. She is 

hi red 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 it. And if I can just go into that for one moment. the 

timeliness of the care you get is so important-- lf 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-- l do a lot of peer counseling. I 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 I 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 hos pi ta 1 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. l wanted out. I 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 s ta bi 1 i zed 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 downhi 11. and it I 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 I 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 rehab for where they 

should have been at that time. 
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I 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. 

I don't think you'd enjoy it. It's not practical. It totally 

keeps your mobi 1 i ty 

seen in public. I 

down. It makes you not even want to be 

sit across from sit in a chair where-- I 

you and people don't even know I'm 

meet them. I.t's a big difference. 

of people who need the emotional 

in a wheelchair when I first 

It's a great lift for a lot 

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. I 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: II I t will never happen to me, II until it happens 

to you. And they're not going to have this coverage. And I 

will tell you, then it's not going to be any 10% of the people 

that aren't going to be covered; it's going to be a large, 

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 is already seriously 

over taxed and in bad f inane ia 1 situation- - 1 don't know where 

they're going to come up with this extra money for the 
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looking for 

suggested 

the extra money 

out of the JUA, 

as the Dalton Committee 

which is 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. I 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 is here to 

testify now. Ed Gaffney? 

EDWARD JAMES GAFFNEY: Yes, thank you sir. 

Good afternoon, Senators. 1 

My name is Edward Gaffney. 

appreciate very much 

l am a licensed 

bei.ng here. 

New Jersey 

insurance broker for almost f.ive years. 1 am also the 

President of the New Jersey Consumers and Insurance Brokers 

Alliance. It is a small group i.n the Northern part of. the 

State. It was formed in 1983. 

I'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 is 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 is 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 legislation 

already calls for RMEC the Residual Market ~qualization 

Clause. 

If the JUA is in trouble financially, they go to the 

Insurance Commissioner and ask for a RMEC, a charge to be made 

on eve r y ca r t o he 1 p sh o r e up th c ,J U A , even on a no 1 o s s 

situation. That's the existing legal way to do it. 1 never 
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particularly cared for the RME:C. I know a lot of people don't, 

but that is the existing law that is in effect today. 

expert 

grant 

The present and past Insurance Commissioners in their 

and experienced judgment have refused to this day to 

a RME:C. We have trust and confidence in our Insurance 

Commissioner and we stand behind his judgment. But parts of 

especially the fully earned, circumvents his this bill, 

judgment in my opinion -- and the purpose and intent of the 

legislation regarding the RMEC. existing 

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 is unfair and it i.s 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 fee 1 it is 

absolutely necessary, that's where the help should come from, 

from the law. 

'l'he amendment in this new bi 11 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 is the insurance 

company. The new amendment would force the consumers to give 

up some of their dai.ly equity in the policy, and then the 

producer gives back thei.r portion of their fully earned 

commission to the JUA. 

If the present amendment is passed, i.t will cause a 

great undue hardship on JUA producers, which is 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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I have four 

suburban, rural areas. 

offices myself. Some are in very 

city. One is particularly in the inner 

I 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 figures 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 licensed. 

Approximately 11,000 in the JUA are heavily involved in the JUA 

market. My business is 100% JUA. 1 don I 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 i..nto cons i..dera t ion. if only 

two. or two and one-half persons per office were lai..d off. this 

would mean at least 25,000 to 27.000 people out of work. And I 

might mention at this time that most of them, l believe 

again. in my opinion because thi..s 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 low- income and urban 

areas. 
SENATOR Ll'~SNIAK: Ed, if these layoffs 

predict, who is going to write the policies? 

still going to be there. 

MR. GAFFNEY: Yes. 

SENATOR LESNIAK: For the coverage. 

MR. GAFFNEY: Yes, and it's certainly 

occur as you 

'l.'he demand is 

part of the 

problem. If the number of producers are reduced, especially in 
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the urban 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 l 1m talking about is your basic 

storefront operation that faces the people, that goei:; into the 

street, so to speak, and services the customers, the very 

consumers that the voluntary companies, the bi.g companies 

some of 

people. 

them have testifi.ed won't even talk to these 

If you tried calling up now and asking for a voluntary 

policy, they'd probably hang up on you and wonder what it is. 

I 1m in the JUA for years and I 1ve been clean for 20 

years -- myself and my wife. But as far as the--

'l'o make my own operation a microcosm, very quickly, I 

had two offices in 1982 and 1983 two offices under the 

assigned risk plan -- and they've done well. '!'hey pulled out 

of their first year okay and I hired more employees and 

smoothed out the operation. Then 1 went through a no fully 

earned experience in 1984 and 1985. I went through thjs 

experience with my two offices. 

In 1984, 1 borrowed over $100,000 to continue. My tax 

returns will show a gross loss 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 wi.th 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 i.n l97l-- It's 

a 15-year-old law which calls for the fully earned for brokers, 

strictly for non-pay -- no other reason. Now, l wasn't there 

at the time. I wasn't in insurance at the time, but I'm sure 

the legislators had a good reason for r>assing that bill when 

they passed it. 
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But as far as the labor goes. i.n 1986 when they put 

back our fully earns, 1 went ahead, saw what was corning, relied 

on that in good faith. l opened up two new offices in early 

19 8 6. 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 I 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. 

I 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 

if you break even. 

right now. In the first year you're lucky 

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 si.x people. That's in my new offices. 

In my old offices l'rn sure I'd hang on, do the best I 

can, put in the hours that l can, and have my family hang in 

there as much as we can, with the two old existing offices. 

They're more stabilized because they're older offices. 

But the point l 'rn going to bring out is. this is 
merely, again, like a microcosm of the entire industry. I 

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. I know what happened when the JUA put the 

fully earned back in. I donLt 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, l 'm 
only going to assume 1 'm going to go back to the same 

experience with the jobs. 
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SENATOR LESNIAK: Commissioner Merin is also 

interested in reducing your commission on JUA renewal. 

MR. GAFr'NEY: Yes. Well, the first I heard of that 

was today. So, I really haven't had time to consider how that-­

SENATOR LESNIAK: We 11, 1 don't think I 'm revea 1 ing a 

secret. I hope I'm not, but it has to be talked about some 

time. 

MR. GAFr'NEY : That 

be considered, definitely. 

certainly is somethi.ng that could 

But l would say honestly that it is 

certainly no harder to service a renewal, in my own particular 

operation, than it is to service a new deal. And it is 

probably easier. 1 t is easier, in general. Somet i.mes 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 -- I 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 li.censed. They're 

licensed, proud professionals. lf this happens, some of them 

-- I 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 income, you can't pay the 

people. And that's basically what it is. 

Now I believe Pabst Blue Hibbon in Newark -- I'm not 
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sure of the exact figures -- laid off 

terrible, a horrible thing to happen. 

magnitude of that. 

1000 people and it was 

'l'his is 2'l times the 

Now to just briefly justify the fully earned 

commission, 15 years ago -- again, as l mentioned - - this law 

was passed, giving us the fully earned commissi.on, 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 little 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 years ago didn't the 

Administration, the Commissioner, and the Chairman of the 

Assembly, want to amend that section to delete the fuliy earned? 

MR. GAFFNEY: 1 know there was talk of it in different 

bills, back and forth. 

SENATOR LESNIAK: It was in a bill that-­

MR. DAVIS: We passed it, didn't we? 

SENATOR LESNIAK: That passed the--

Sf~NATOH O'CONNOR: lt passed. And then it came back, 

and it was, I think, amended, wasn't it? 

SENATOR LESNIAK: Yes. It passed at least one of the 

Houses last year with the support of the Governor, the 

Commissioner, and the Chairman of the Assembly Insurance 

Committee. In our wisdom at the time, I 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 I read in the newspapers. 

But the basic point l 'm trying to bring about is, the 

Assigned Risk Plan - - before I was involved -- was in existence 
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for two or three years -- no fully earns. 

later as I can read the dates they 

Two or three years 

put in the fully 

earns. Why? There must have been a good reason for it. And 

some of the basic reasons. I believe, were that--

place 

time 

SENATOR LESNlAK: There's got to be a reason. 

MR. GAFr'NEY: There has to be a reason. I lost my 

here, I'm sorry. I'm trying t.o go quick. 1 know that 

But the brokers do earn their full annual is tight. 

commission on 

existing law. 

the JUA policies. That's provided for in 

Now they earn it because briefly number one, 

they are writing very d1fficult business in a very specialized 

insurance field for 

don't even want to 

consumers who, again, 

talk to. They want 

the voluntary markets 

nothing to do with 

them. We' re out there servicing 

to speak, doing business. 

them, working the streets so 

The brokers now receive 

business, while in the easier 

only 

in my 

11% commission on JUA 

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 

is that the average cancellation rate for non-pay in the JUA 

market is approximately 30% to 40%, while in the voluntary 

market the cancellation rate is approxim~tely S'tor even less. 

The existing fully earned law -- the existing law 

merely helps serve to balance the inequiti.es between the two 

markets. This law I believe perhaps that's why it was 

passed merely helps serve to balance the inequity between 

the smaller commission and the higher cancellati.on rates. l 

believe that's why it was written in '71, and again amended, as 

you brought up, Senator. lt 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 law and illegally cut off the 

commissions. '!'hat practice continued for. all of '84 and '85. 

'!'hen, 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. 'I'he provisions of this law 

should be left in place because l 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 I 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 I have. 

I do have several other statements in writing which 

I'd like to leave as part of my testimony. 

into them. 

lt's too late to go 

SENATOR LESNIAK: Thank you. 

Last but not least, the Division of Motor Vehicles. I 

promise, no wisecracks. 

R O I A N N MORFORD: No wisecracks? Okay. 

Mr. Chairman, members of the Committee, I'm Hoyann 

Moreford. 

Vehicles. 

Legislative Liaison for the Division of Motor 

I appreciate the opportuni.ty to speak to you today 

regarding S- 2594, sponsored by Senator Dal ton. We commend him 
for trying to dea 1 with and/ or initiate 1 egi slat ion to dea 1 

with the high cost of automobile insurance in this State. 

However, we would like to point out that we would have great 

difficulty in carrying out our responsibilities regarding the 

area of the insurance surcharge, if 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 initial 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 1 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 loan. 

The cost of administrating this program for fiscal 

year 1 87 would be approxi.mately -- in salary and operating cost 

-- $4 million. lf we're able to pay back the $2.S 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 is being generated, gross of which you get a 

percentage -- why is it $39 million? Is it because that is the 

total amount that is potentially recoverable, or is it that 

only a very small percentage is, in fact, being recovered? 

Let me tell you why I ask that. Hack in '83 I 

think it was before this Committee, when the JUA was being 

put into place and all these surcharges were being put into 

place, the prediction was that in 1983 dollars we would have 

between $100 million and $1~0 million annually being collected 
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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 I re hearing much lower 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 i..t would. 

MS. MORFORD: Senator, we are basing that on what 
• we I ve been able to collect, keepi..ng in mino that we had 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 low collection rate? ls it an 

enforcement problem or is the total-- Are people driving more 

safely and not incurring the surcharges. or what's happening? 

MS. MORr'ORD: 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. I think we would all 

applaud that, but then why are we having the deficienci..es in 

the fund? Because it would seem to me we should be 

coordinating between safer. driving ano the impact 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 its obligations. At the 

same time, these numbers are way down. l t I 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. MORr'ORD: Well, I-- All I can tell you is what l 

have been given. I 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. MOR~ORD: 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. 

Sr~NATOR CARDINALI-.:: And were we to take this money 

away from you, you feel that would have a negati.ve impact on 

the overall moneys that it would be possi.ble to collect? 

MS. MORFORD: I 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 is no response, then we 

suspend the 1 icense. And from there, we hope that enforcement 

will take effect if the person does not respond to us. 

SENA1'0R 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 . MORF'ORD: 1-- That I can't answer at this time. 

I really don't know. 

SENATOR CARDINALE: There are no comparisons like that 

available? 

MS. MORFORD: Not to my knowledge. 

SENATOR LESNIAK: Are you finished, Senator Cardinale? 

SENATOR CARDINALE: Yes. 

SENATOR LESN1AK: Thank you very much. The public 

hearing is over. 

session. 

The Committee will now start its regular 

(HEARING CONCLUDED) 
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HECKSCHER 

ATTORNEYS AT ~A'-' 

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, 

Stanley C. Van Ness 
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Statement in Opposition to 
SJR-40 

On behalf of the National Associa~ion 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 this 
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 regulatioH and taxation by the several sta-ces of the 
business of insurance is in the public interest, .•. ". This is 
the basic principle upon wnich NAII functions. 

It ib ludicrous for New 0ersey to sugges~ that Federal 
regulation will have any bearing on the current "liability 
insur~nce crisis"---a Sta~e 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 Li 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 civil 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 jurisdic~ion 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 
r~nder the said Sherman Act inappl~cable 
to any agreement to boycott, coerce, or 
intimidate, or act of boycott, coercion, 
or intimidation." 



The National Insurance Consumer Organization (hereafter 
11 NICO 11 ) was the originator of these anti-trust cha~ges, and the 
s·ame 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 two statements 
r~lied 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, Esq. 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 committe~. 

AN:gv 
Enclosures 

Respectfully yours, 

A~~th /&~ 



Antitrust Divis.ion 

)ffltt of lltt AIIIIMflt Attontw1 Getml IMuAill,rM, D.C. JOSJO · 

APR 2 2 1986 

Jay Angoff, lsq. 
National Insurance Consumer Organization 
121 H. Payne Street 
Alexandria, Virginia 22314 

Dear Mr. Angoff: 

EXHIBIT A 

The Attorney General has referred to ae your letter of 
March 31, 1986. Your letter cites a number of trade 
publication reports of events and public state• ents by 
insurance industry participants and indicates your belief that 
those reports warrant an investigation by the Depart• ent of 
Justice to determine whether insurance industry • embers are 
.engaged in collective boycotts and price collusion in violation 
of·the federal antitrust laws. 

The !ederal Trade Commission has within the last six aonths 
investigated similar charges concerning the pricing and 
availability of certain lines of property and casualty 
insurance. The Commission'• investigation, as you know, was 
opened in response to an earlier letter froa your 
organization. I understand that the Commission has now closed 
the investigation because 1t was unable to find any evidence of 
collusion. 

The outcome of the Comm1ss1on's investigation should come 
as no surprise. The structure of the insurance industry 1s 
such as to aake collusion among competitors unlikely. In the 
insurance industry, as 1n any other industry, the larger the 
nuaber of competitors. the aore difficult it 11 for a cartel to 
police its agreement and the aore likely it 1s that one or aore 
aeabers Will decide to •cheat.• i.e., to price independently. 
Thus. 1n such an industry, collusion is highly unlikely because 
1~ 1s generally doomed to failure. 

lx1st1ng studies 1nd1cate that the property and casualty 
insurance industry contains a large number of sellers and 1s 
unconcentrated. Sellers of property and casualty insurance 



typically offer a wide range of particular lines within that 
category, and 1t 11 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 tegulatory interference or other barriers. 
This suggests that all carri~rs 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. 
aartet 1n the absence of distorting regulation is likely to be· 
competitive. · 

The Departaent does not believe that the 1nforaation 
contained in your letter, 1n 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 18-aonth 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 problems 

· ~o deficiencies in our system of tort liability, you also 
recognize 1n 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 Freight, Inc., 36S U.S. 127 (1961). 

tour 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 illegal 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 1n 
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. 

2 

1X 



A more plausible explanation of the current problems 1n the 
property and casualty insurance industry 1s that they are a 
result. for the aost part. of the problems 1n the tort 
l1ab111ty 1ystea. Uncertainty concerning the probab111ty of 
l1ab111ty and the amount of damages that will be assessed where 
11ability 1• found to exist have aade the business of assessing 
11abil1ty risks extremely difficult. and at t1aes 1aposs1ble .. 
Moroever. these problems have been exacerbated to 1ome degree .· 
by the 1harp reduction 1n•1ntere1t rates, which until recently 
provided a s1gn1f1cant suppleaent to insurance companies' 
preaium income. 

In light of the various considerations noted above, it 1s 
ay judgment that a coaaitaent of the D1v111on'1 resources 
necessary to conduct an investigation 11 not warranted at this 
tiaa. I hasten to add, however, that 1hould we become a~are of 
any new 1nforaat1on indicative of boycott or of price fixing in 
the insurance industry not exempt fro• the antitrust laws under 
the McCarran-rerguson Act, the Division will take appropriate 
action. 
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Chairman Lesniak, and members of the Committee, 

good afternoon. I am Katie Harman and I thank you for allowing LEGI-,L 

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, if 

the court houses are closed, lawyers would be out of a job. However, 

lawyers could get another form of employment--but not so the quadrap~-

legics, paraplegics and other victims. 

closed, they have no place else to go. 

If the court house doors are 

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.O.) It was 

told to me by the President of N.I.C.O., J. Robert Hunter, former 

Federal Insurance Administrator under Presidents Carter and Ford. 

I IX 
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2. In New Jersey in 1984, automobile insurance companies, recoreded c: 

profit of $56 million dollars in the regular insurance market, accordj, 

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. ?­

the Commissioner also required Royal Globe Insurance Company to retu2' 

$82.00 to each of its policy holders because of excess profits. 

4. Automobile insurance rates nationally have increased 14.1% in th, 

last year alone. This information comes from the Insurance Informatio: 

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 



-3-

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 inste~ 

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 is~t 

is now being heard before administrative lawjudges.) 

It is obvious from these facts, that the reforms of 1983 arr 

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 threshol c1 

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 capping 

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 medic~l 
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coverage provides this. 

NEW YORK. Prior to the enactment of a verbal threshold, Ne~: 

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 we have in New Jers,-

MICHIGAN. In Michigan, the policy holders are not saving 

money because a verbal threshold was enacted. The ones who are sa vi1° ·:· 

money in Michigan are the ones who opt to make their own health care 

benefits primary. Their health care insurer poys their bill--not 

their automobile carrier. 

S-2594 is attempting to lower automobile insurance rates 

for the drivers of New Jersey (for which the sponsor of the bill shou]­

be commended) but it is doing so at the expense of lowering benefits, 

reducing coverage and taking away one's right to sue without giving 

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 opti1 

for the $500 threshold and we also suggest a MANDATORY RATE REDUCTION 

for those insureds opting for the verbal threshold. And we especially 

J1x 
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und strongly suggest u Ml\NDJ\'l'ORY Rl\'l'E REDUC'l'ION for all of those i11su 1 • 

listed at the back of the Final Report of the Senate Special CommitteE 

on Automobile Insurance Reform. The examples stated at the back of the 

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 fracture~, 

soft-tissue injuries and whose normal daily activities have been 

changed and drastically interrupted. Such a person is sitting next tr, 

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. 



.J... AMERICAN INSURANCE ASSOCIATION 

Hon. Raymond Lesniak 
Chairman 
Labor, Industry & Professions Committee 
New Jersey State Senate 
State House Annex 
Trenton, NJ 08625 

0c tober 3, 1986 

Re: Senate 2594 

Dear Senator Lesniak: 

85 John Street 
New York, N. Y. 10038 
(212) 669-0400 

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 Senator 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 studying 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 benefits only. 

PETER LARDNER, CHAIRMAN EDWARD H. BUDD, VICE CH1'IRM1'N DEROY C THOMAS, VICE CHAIR,,.,, ROBERT E VAGLEY. PRESIDEN1 
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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. In 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. In 
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 nonrenewal 
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. 
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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 

. , ' , 

L// tfiJJt(ju. 
S. Caldwell, III 

Vice Pre'sident 
New York/New Jersey Region 

cc: Labor, Industry & Professions Committee Members 
Elmer M. Matthews, Esq. 
Mr. John K. Reid 



.J... AMERICAN INSURANCE ASSOCIATION 

OVERVIEW 

AMERICAN INSURANCE ASSOCIATION 
MEMORANDUM IN OPPOSITION TO 

NEW JERSEY ASSEMBLY BILL 1470 
DEFENSIVE-DRIVING CREDITS 

85 John Street 
New York, N. Y. 10038 
(212) 669-0400 

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 premium 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 is comprised of over 170 property and 

casualty insurers that together write approximately one-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 LARDNER. 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 iear -- 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 is 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 reasonable 

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 is 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 is opposed to mandatory 

discount legislation. 

One of the basic questions that arises in evaluating the 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. 
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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 year 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, companies must offer 

discounts initially without the actuarial justification required by other 

language in the Bill. Furthermore, what will happen in the future when 

sufficient data has been collected if it indicates that a discount is 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 mechanis~ 

for eliminating the discount or reducing the time period in 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 is 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 its 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 California 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 is 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 National Safety Council's defensive-driving course, 

but it will also create unfairness in automobile insurance rates. 
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The National Safety Council is a fine organization. The AIA and its 

member companies 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 is a private organization, not a governmental entity. 

Passage of this Bill would automatically stamp the National Safety Council's 

course with the imprimatur 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. 





The Black Professional Agents of ~!.J, has a membership which S!)ans throughout 
the state. 

Our rur~ose is to promote understanding, cooperation, continuing education. and 
to attract other men and \'lomen into the Insurance rrofession. 14hile cooperating 
with local and national organizations in progra~s which further the aims of the 
Insurance ~rofession, ultimately to provide quality service and products to the 
insuring public. 

The follm·iing facts and concerns have been furnished for your information: 

Conversion to ,111,~ from AIP produced financial Joss ta brokers and agent~. 

25% reduction in income as a direct result of losing commission on surcharges. 

Untimely production processing and lack of timely payment and once a month, 
commission payment. 

All agents are forced to sign JUA contract without alteration or opptirtunity to 
negotiate. -- ---

No Black or ~inority Insurance re~resentatives 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 policy, no two companies the same. 

Commission to producers who are limited to auto insurance specialization without 
voluntary m~rket is ioade--qu-a-t-e, 

JUA designed specifically to eliminate small companies and small brokers and/or 
agents. 

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 
p-ersonai 1-i nes brokers. 

JUA has caused extreme financial hardships. 

JU.'\ servicing carrier's commissions compared to the broker's is inequitable and 
excessive. 

Seems to be collusion to eliminate urban and minority agents and~ers _.i,i favor 
of service referral stations and direct writer agents~ 

No licensed Black or ~iinority Insurance agents on any State Insurance Committee. 



No access to industry representatives. 

No particiration in insurance rating organizations. 

Need committee to study affirmative action and fair share attitudes of the 
industry. 

Urban agents suffer as second class citizens especially J1inorities and Blacks. 
-----------------------

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 suprort by the state insurance de~artment. 

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 practices. 

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 17:30E was written without sufficient regard to the 
future of urban consumbers or it's representatives. 

Severability of certain provisions of 17130E. ----
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 17:22-6.14~ 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 
a gents. 

Urban community doesn't have an o~portunity to choose or qualify for standard 
voluntary coverages-----------------------

Urban community and it's insurance representatives boycotted by design. 



Urban community generally afforded substandard coverage at hlghest cost, 

Urban communities post the largest contribution to thli! ilidus+ries cash flows. ~---
Urban community treated as second class citizen;, 

lt'Elimination of urban and minority brokers and agenst will produce a destabilizing 
effect on all communities. 

Governor made aware of the BPIA and it's request to seek advice and consent of 
senate to appoint fourth public member to the NJAFIUA 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 
a gents. 

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 BPI~ is being denied an equal opportunity 
to compete, and to serve the public in a fashion that is customary, 

Also please 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 ~lease 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 .. 
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A SENATE RESOLUTION estaQlishing a conunission to study 

mandatoq,.,.,liabili.ts,· insurance. 

WHERE.J\S, T~e New Jersc:; Lei;idatu,e ado;;!r:~ mandatorr 

automobile liability insurance in 1972 as part of the 

establishment of the no-fault system; and 

WHEREAS, ln 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 lT RESOLVED by the Senate of the State of New Jersey: 

l. There is created a commi ss i~,n ~ s t~j!: 1~he 

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 liability 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 co-ission 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 conunission shall report its findings, conclusions 

and reconunendations 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 conunission shall have all of the powers 

provided by chapter 13 of Title 52 of the Re\'ised Statutes. 

7. This resolution shall take effect inunediatel}· and 

shall expire one year after enactment. 

This 

operation 

STATEMENT 

resolution establishes a conunission to study the 
I 1• J "'1.: ",••-- /; ~~ 

of the mandatory~liability insurance law and the 

feasibility of eliminating mandatory liability insurance. 

INSURANCE-PROPERTY AND CASVLTY 

Establishes coJ1D11ission to study mandatorY_. liability 

insurance. 
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THE NE 1/ J ERSE Y AF F I L I AT ION 
FOR 

MEDICAL CARE AND REHAblLITATION 

My name is Christopher Lynch. I presently work in 
rehabilitation sales and am a aesigner 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 life. A 1,000 pound roll of carpet 
went out of control while buins unloaded off a truck and 
landed on me. As a result of this incident, I am a complete 
T 11-12 paraple~ic. 

Although my injury was covered under a worker's compensation 
c 1 a i 111 rat he r than no- fa u 1 t , the em o t i on a 1 t r au ni a and 
substantial financial obligations incurred remain unchanged~ 
Unless you have experienced this situation firsthand, there 
is no way you can even begin to i@agine what is involved. 
One literally 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 life 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 nursing a person back to 
health, teaching them to handle their daily grooffiing and 
medical needs, modifying their living quarters to make them 
accessible ano practical, providin~ them with transportation, 
vocational trainin~, and counseling of various types. 

The costs of all of these services are staggering. Take my 
c a s e a s a n ex a r11 p l e • D u r i n g the f i rs t f o u r ye a rs a ft e r my 
injury, approximately $325,000 was spent on my total 
rehab i l i tat i on • Th i s i n c 1 u de d $ 2 0 0 , 0 0 0 i n Iii e d i c a l , $ 7 0 , 0 0 0 
in home modifications, 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 1s 
because I was only in the hospital for 3.5 months instead of 
the usual e-12 months. 

As ill, po rt ant as a l l these d i f f e rent p r o g rams a re , j u st as 
important is the timeliness with which they are applied. 
Getting 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 in 
reducing the potential i~pact of the injury. 

lf 7x 
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It is because of the needs and costs involved that I feel 
eli~inating 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 1n Pennsylvania fn 1984 

and the results have been disastrous. If this $10,000.00 cap 
becomes reality, proper and adequate care wi11 be 
unobtainable by the averaye person. People will be forced to 
use alternative forms of funding such as Medicaid and Major 
Medical. Services such as home 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 importan~ 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 sreatly reduced. We fuust 
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 unl in1ited 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 
a re g i v i n g up f o r the s ,,. a l l a r,1 o u n t th i s cove r as, e costs • The 
results will be absolutely aevastating to the many New Jersey 
famil1tes that wi11 have to face the crisis on their own. 

I ur9e 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 life and I am sure you wi11 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 is 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 Affiliation 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 rehabiliation care. 

We have reviewed Senate Bill 2594 and we are uncomfortable 
with the Sl0,000.00 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 
like to address this issue. 

New Jersey has the DRG System which was initia11y intended to 
have many purposes. The point I would like to make is 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. 

DIAGNOSIS LENGTH .Q£. il.b.Y. 

458 Th 1 rd degree 
burns, back and 8 days $15,874.15 
hands 

003 Concussion ll days SS,720.08 

211 Fractured 
Pelvis 44 days $15,180.41 

: -~ 

253 Fractured 
Tibia 18 days $6,445.05 

11x 
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Other 
(includes secondary 
diagnosis) Cervical 
strain, facial 
laceration 

3 days SS,976.63 

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 is $1620,00, 

I would also like to discuss serious or catastrophic 
injuries. The most important issue involved in these 
injuries is the timeliness of medical and rehabilitation 
care.Let me site a few examples of people who would have been 
seriously effected if we had a Sl0,000.00 cap on medical 
coverage. The following are actual cases in New Jersey and 
not uncommon in auto accidents: 

.l.Q.h.n. f... 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 is 
Sl,150,000,00, If John did not have unlimited medical 
coverage under New Jersy No-Fault but depended on the 
fam111es health insurance coverage this amount of coverage 
might not be available. If the coverage were available the 
family would most likely have had to pay 20% which amounts to 
$230,000.00 to date. 

Bc1an ~ was injured on September 20, 1982 at age 23. He 
sustained a closed head injury and was initially in a coma. 
He was rehabilitated~~ a specialized head injury treatment 
center out of state ~nd 1s now working as a file clerk. H1s 
medical and rehabilitation care cost $335,000,00, If Brian 
had health insurance coverage which provided for 
re~ab111tation (which may policies do not) his 20% would have 
been $67.000.00. 
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Susan L. was injured on October 15, 1982 at age 39. She 
sustained a low back injury which was associated 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 is $35 1 000,00, The health insurance portion of 201 paid 
by the individual would have been $7,000.00. 

lJ2.m Q. 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 201 in a 
health insurance situation would have been $2,900.00. 

Heney .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 is currently at home 
with day time nursing care. He was retired at the time of 
the injury but has been seriously restricted in his activ1tes 
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 includes 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 68.41 of those catastrophically injured were under 
30 years of age. 

These people are in the prime of their lives 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 rehab11ation care were 
S408,700.00. 

: .. 
Our concern is that S~nator Dalton's Committee in ft 1 s Final 
Report on Auto Insurance released on September 16, 1986 
asserts h ••• that there are those who cannot afford ( the 
cu~rent) such extensive coverage as well as those who do not 
·need such coverage because it is duplicative of health 
insurance coverage which they already have." 

57x 
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We are less concerned about those drivers who have 
dupl1cat1ve insurance coverage 1f comparable health 
insurance is 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 
~annot afford the current unlimited medical coverage. If 
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 it 
unacceptable to deny needed treatment for anyone let alone 
people with many years of projected life 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 1s 
shortsighted and will save limited money upfront at the cost 
of long 'range disastrous care. 

For further information contact: 

Barbara Scheffel RN,BS,CRRN,CIRS 

Marilee Bush, RN 

Kathy Van Wyckhouse, RN 

: ·• 

201-953-9761 

201-212-1200 

201-790-8365 
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THE NEW JERSEY AFFILIATION FOR MEDICAL CARE AND 
REHABILITATION 

For ,,1 u r c i n f u r , .. i:i -c i on cont ci ct : 

IJu.ruara Sc11(.;ffi.:l, RIJ, oS, CHRN, CIRS 

i-l a r i l 0 .;,; bu ;; 11 , R ;-i 

K ..i t 11 y V i.. n iJ y c. ;, , 1 e, u ~ u , r~ 14 

201-953-9761 

201-272-1200 

201-790-8365 



6 e fore you vu -c e to c ha n :., e 1,1 e d i c a 1 c o v e rag e i n p r 1 vat e 
passenger autoi,1obile insurance, become aware of medical costs 
1 n VO 1 V e d f O r a u t O I.IO b i 1 e a CC i d en t V 1 C t 1 ms : 

L)lAGNOSlS: Acute lol'I back 
pain associateo 
with Traumatic 
Suuluxation Cowplex 

•· . 

AGE: 43 DATE OF INJURY: 10/15/82 

CURRENT STATUS: Undergoing physical 
restoration prograr.1. 
Unaole to work or 
ma n a~ e h o r,1 e an d fa m 11 y • 

D1AGNQS1S; 8rain Ste:i, injury. COSJ; Sl1lSo.oo.oo 
AGE: 26 DATE OF INJURY: ll/21/80 

CURREl;T STATUS: At ho1o1e with round-the­
clock nurs0s; cor11a'tose. 

P18GNQSIS; Cervical strain, 
lu,iioosacral s'train; 
pinched sciatic nerve. 

AGE : 4 6 DATE OF I t~ J U RY : S / l 7 I 8 5 

CUFrnEtH STATUS: lfo furtner 'treat111en't. 

PIAGtWSI S; 

R~turned to work. 

Closed hec.a 
injury; cor.,a. 

CQSJ; S3351PPQ.QP 

AGE: 27 DATE OF INJURY: 9/20/82 

CURREIIT STATUS: kehauil i-cated; now 
worKin~ as a fil~ clerk. 

DIAGNOSIS; Parap1esic,T-5. CQSJ; $4551PPP.PO 

AGE: 6 b DATE OF INJURY: 8/31/84 

CU Fi RE IH ST AT US : Re t i red ; t re a 't Ii, c n t on ::1 o i n g • 

~::~.;./,.._;, 
.,"'~-~~--'"-. 



* Sin~le car accioents accounted for 48~ 6f victims who were 
catastrophically injureo in a Michigan study from 1978-1983.1 ~;•~---•·· " :-~. -f . ~- ~-- -~.,..-, ~ 

* Ages of most catastrophically injured v1ct1ws 1n the 
Mich1~an study fro~ 1978-1963 were: 

~ lWL•loE s E£BC£,t,lJAGE 

Under 16 114 12.2~ 
Between 16 & 20 245 26.3 
Between 21 c,, 25 175 18.7 
Ba:twaf:o 2-Q ~ ll. l.M l..L.2 

Total, 30 and beloH 638 68.4% 

* I n l 9 6 2 , 1 , 2 6 9 , 0 0 0 .., e o ,:i 1 e s u f f e re o "' o to r- v eh i c 1 e-
a cc id en t - rel a 1. e d injuries for which they were taken to a 
111 e d i c a l fa c i 1 i t y • 0 f t ti i s n u 1,1 tJ e r , 15 6 , 0 0 w e re s e r i o u s l y 
injured and 43,945 oieo. Ono-third of all @otor vehicle 

2 

a cc i d ~ n t v i ct i w s we re 15 - 2 4 ye a r:;; o f as e , and r.1 o re: 't l i an c. n 
aodi"tional one-fifth WE:re 25 1.0 34 years of ai;e. A large 
nu1,1ber of these youthful vic1:i1,1s did not have a corr,prehens1ve 
health insurance plon or 111ore than the rninir,,un required 
a 1,; o u n t of au t 0 i n s u r a II c t.: • 3 

* A study of 410 ca~~stro,:ihica11y injured persons in 3 
states estiL1i..11:eu tn~ avcrase uli:i11iatE:: cos·c of each woulo be 
$408,700.00. 4 

IN THE ABSENCE OF ADE UUATE 1-\ED I CAL COVE HAGE IN AUTO INSURANCE 
HIE NECESSAF:Y 1,ESOUr";CES IJEEDED TO ,,1EDICALLY TREAT THESE 
YOUTHFUL VICTii-:S AIW PROVIDE THEi-: THE REHASILITATIOli PROGRAMS 
NECESSM~Y TO PFWDUCE Al~Y SIGNIFICANT Il-1PROVEi-1ENT It~ THEIR 
CONDITION WOULD NOT bE AVAILA6LE. 

OUR COl~CERN IS THE VICTii-1. 

CAN THE STATE l•IEDICAIO AIW DIVISIOI~ OF VOCATIONAL 
REHABILITATION SYSTE~ PROVIDE THE CARE NEEDED? AT ~HAT COST 
TO THE TAXPAYER; AT I/HAT QUALITY OF CARE? 

********** PiWTECT THE Dfn VERS OF HEi•/ J EHSEY ************** 
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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 proposals 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 

substantial 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. In other 

states, if the surcharge is not paid, the insurance lapses. We 

S9x 
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respectfully suggest that this linkage provides 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~ated, 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 S38:6A-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 S24 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, reconunend 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. 








