
PUBLIC HEARING 

before 

SENATE LABOR, INDUSTRY AND PROFESSIONS COMMITTEE 

on 

SENATE BILL 2594 

(This bill embodies the recommendations of the 
Senate Special Committee on Automobile Insurance Reform) 

SENATE RESOLUTION 61 

(This resolution establishes a commiss i on to study the 
operation of the mandatory motor veh icle iiability insurance 

I 9 c~ 

law and the feasibility of eliminating mandatory liability insurance) 

MEMBERS OF COMMITTEE PRESEN"l . 

Senator Raymond Lesniak, Chairman 

October 6, 1986 
Room 334 
State House Annex 
Trenton, New Jersey 

Senator Christopher J. Jackman, Vice Chairman 
Senator Edward T. O'Connor, Jr. 
Senator Gerald Cardinale 
Senator Donald T. DiFrancesco 

ALSO PRESENT: 

Dale C. Davis, Jr. 
Office of Legislative Services 
Aide, Senate Labor, Industry 
and Professions Committee 

* * * * * * * * * * 

Hearing Recorded and Transcribed by 
Office of Legislative Services 

Public Information Office 
Hearing Unit 

State House Annex 
CN 068 

Trenton, New Jersey 08625 



!AYMOND LESNIAK 
Cha1rmar 

:HRISTOPHER J. JACKMAN 
V,ce·Cha,rman 

DWARD T. O'CONNOR. JR 
;ERALD CARDINALE 
>ONALD T. D,FRANCESCO 

~ew tlersrH §totr i.Cegislaturr 
SENATE LABOR. INDUSTRY 

AND PROFESSIONS COMMITTEE 
STATE HOUSE A!\/11.EX Cl\: 068 
TREl\:TON NEW JERSEY 08625 

TELEPHONE 1609, 984-0445 

NOTICE OF PUBLIC HEARING 

September 29, 1986 

The Senate Labor, Industry and Professions Committee 

will hold a public hearing on Monday, October 6, 1986~ at 

10:00 A.M., in Room 334, State House Annex, on the 

following bills: 

S-2594 
Dalton 

SR-61 
Laskin 

Contains the automobile insu .. 1ce 
reforms recommended by the Senate 
Special Committee on Automobile 
Insurance Reform. 

Establishes a commission to study 
mandatory liability insurance. 

Anyone wishing to testify should contact Dale Davis, 

Committee Staff, at 609-984-0445. 





SENATE, No. 2594 

STATE OF NEW JERSEY 

INTRODUCED OCTOBER 2, 1986 

By Senators DALTON, ZAXE, ORECHIO and LYKCH 

Referred to Committee on Labor, Industry and Professions 

A~ ACT concerning private passenger automobile insurance. 

1 BE IT ENACTED by tlie Senate a11Cl Go,cral Assembly of the State 

2 of Xeir Jersey: 

1 Section 2 of P. L. 1977, e:. 310 ( C. 39 :6-73.1) 1s amended to 

2 read ac<: follows: 

3 2. In tbP event medie::tl expense benefits paid by an insurer, 

4 jn accordance with sectio11 4-[a.] 0; P. L. 197:?, c. 70 (C. 39:GA-4), 

5 are in exces'- of fi5,000.CC, 011 ,,~count of pe!·"'onal injury to any 

6 one peno11 in an~- one> a(•c:,:cnt, the rn~atisfie<l Cb:n, ar:<l Ju<lg-

1 ment Fund shall assume rncb execs::: an<l reimbur'-e tbe insurer 

8 therefor in accordance witl: rules and regulations promulgated 

9 by the commissioner: proYided, ho,ye--er, tliat this provision is 

10 not intended to broadc•n tlie coverage arnilable to accidents in-

11 Yoh-ing uninsured or hit-anJ-rnn autornoh]e:::, to provide extra-

12 territorial co..-erage, 01· to pr.y excess medical expenses. 

1 :?. Seetion 7 of P. I.. 1:7::. c. 19S (C. 39 :G-86.1) is amended to 

2 read n" follow'-: 

3 7. ,,hen any person qnn1:fiec1 tr. r0~ein paynwnt.: under tbe 

4 prm-isions of the "l"nrntisfied Clriim and Jud9-n,ent Fund Law" 

5 P. L. 1952, t. 174 (C. 39:6-61 cf rcq.) suffers boclily injury or death 

6 throu~:h being struck, as n pec10,,trir,n, as dE-fined in section 2 of 

7 P. L. 1972, c. 70 ( C. 39 :6.\-2), b:· a motor vehicle, including- an 

8 automobile as defined in section 2 of P. L. 1972, c. 70 (C. 39:6A-2), 

9 by the commissioner; proYided, howeYer, that th::- proYision is 

10 out of an aceident while occu1i:,.·:n_:2, entering into, alighting from, 

11 or using an 1rntornohi}0. re;,:i~t?red or pri11c-ipa1ly garaged in this 
EXPLANATI0~-1\fotter enclosed in bold-faced bracket~ [thus] in the above bill 

is not enacted and i~ intended to be omitted in the law. 
Maller printed in italic, thus is new mailer, 



l:! Str..te for wh;d1 pc>rFom,l injury rrotc>ction benefits under the "New 

13 Jer<-ey Automohile Reparation Reform .Act," P. L. 19i2, c. 70 

1-1 (C. 39 :6A-1 et seq.), or section 19 of [this 1983 amendatory and 

15 supplementary ad] P. L. 1.98/J. c. 362 (C. 17:28-1.3), would be 

1G payable to such pen:on if personal injury protection co,erage 

17 were in force and the damages resulting from such accident or 

1~ drdh are not sati<-fie<l eke to the personal injury protection 

19 co,erage not being in effect -with respect to such accident, then 

20 in such e,ent the rn,,nL~iieJ Claim and Ju<l:;,'lllcnt Fund shall 

21 provide,[, under the following conditiom, the followin~ benefiti::: 

2'.: a. :?\Icdicc1l expenc:e benefit~- Payment of all rea,;onable medical 

28 expeme~ incurred a" a result of personal injury sustained in a 

2.J motor ,-ehicle accident. In t]!r> ennt of death, payment shaB be 

23 made to the estate of the cl<•rcdeJJt. 

26 h. Inc>onw contimwt:011 benefit,::. The payment of the loss o~ 

27 income of an income producer as u r.::;,uii of bod]~- injury diF-

28 ability, snbj0c-t to a mnximum wec·ldy payment of $100.00. Such 

29 n1ms shall be payable during t}ie life of the injured person and 

30 s11a1l be subject to an amount or fo~1it of $5,200.00, 0;1 nccount of 

31 injury to any one r0rson in any 0n2 accident, except that in no 

32 ea~<' shall j11co1m· continnat:on l::enefifr ex<'e<'cl the net incornl' 

33 normally earned during th period i11 which the benefits are 

34 payable. 

33 c. Es--entia1 ser'.-1ces benefit". Payment of es"ential sen-ices 

36 b<1ncfit,- to an injured prr,-on s}rn11 be made in reimbursement of 

37 110ce~,::,nry and reasonable expen'-'es incurred for such substitut<' 

38 essential serYices ordinarily perform0d by the injured person for 

30 hi1m0lf, bis family end mc-mbers of th:> family residing in tlir 

40 household, rnbject to aJJ arn1;c,:,: or limit of $12.00 per day. Such 

41 benrfi1" shall be payr:bl0 (~min'.,! t};r life of tl)(l injured person and 

42 shall be subject to an nmount or limit of $.J,3~0.00, on account of 

43 injury to any om• per,;on ;n any one accident. 

44" -d .. De-.-ith .. benefits., •.•In. tl1c,. eP.mt n~ the death -of. an incom0 • 

43 producer as a result of injuries cmbilwd in an accident entitling 

46 such person to benefits under section 7 of this act, the maximum 

47 amount of benefits "·hicli could haw been paid to the income 

48 prodnc-e:·, hut for hi" dentl1, under section 7b. !"ball be paid to 
49 tlw sun-i,·i11g spomc, or in tli 0 0Y2nt there is no SUTYiYing spomc-, 

50 th<1n to the rnn-iYin<:> cE~dren. and i11 th0 e\"C'nt there are 110 

31 surYiYing spon"-c· or "-UrY:·,·:ni-! childrrn, therj to the e'::til'.(- c,: tl 

52 income producer. 

53 In tbe eveni of the death of one performing essential sen·ices aF 
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54 a result of injuries sustained in an accident entitling such person to 

55 benefits under section 'i c. of tLi:c- act, tbe maximum a1:1ount of 

5G benefits which could 1aYe been 11..1;r1 rnrb person, under section 7c., 

57 shall be paid to the person inc·urrin,g· the expense of pro,iding such 

5" essential services. 

59 e. Funeral expenses benefits. All reasonable funeral, burial and 

60 cremation expense·--, rnbJec:t to a maximum benefit of $1,000.00, 

61 011 ae:eount of tbe death to trny 01w per;:;on in any one accident shall 

62 be payable to decedent 'E- e--tctc] mcdicc:! eJpe11se benefits iii an 

6::l n1,10111•t not c.rcccrlin:; ,$10,oou.110 per pe1·s011 per accident. 

GJ Pro,·iclecl, howenr. tb1t no lwncfits shn.ll lie prliJ under tbic: sec-

65 tion unless the person applyin~ for benefit,, La;.: dernc,1J-tra1e<l that 

66 l1t is not disqualified by reason of the pro,.-ision-; of subsection 

67 (a), (c), (cl) or (1) of ~ection 10 of P. L. 1952, c. 17J (C'. 39:6-70), 

6S or l1ri~: ot110r pro,ision of law. 

1 3. ( X 0w sectior1) a. K otwithstanding the pro,isiom; of section 

2 3 of P. L. 197:2, e. 70 ( C. 39 :6 . .\-3 ), a licen'-ed insurance carrier 

3 may refuse to rene,·.-, in accordanee witb suh;::ections b. and c. of 

4 this section, a policy of insurance that prm·id0s c0Yerngl' required 

5 to lw maintained pursuant 1o P. L. i!l7:!, c. 70 ( C. 39 :G.\-1 et seq.). 

(j b. An insurer may i,,;,ue notices of i11tention not to renew an 

7 automobile i11suranee policy in an amount not to exceed 2)1r-

8 of the total number of automobile insurance po1icie:e: of .. hr 

9 insurer, rounded to tbe nearest whok m:mher, wh~eh are in force 

10 at the ern1 of the previous calendar year in eacb of the insm er 's 

11 rating territories in w"e in this State. 

1~ c. FoT eYery hYo n0wly insured autornc1bile,- which an insurer 

13 ,okntarily ,n-ites in each territory, the insurer shall be permitted 

14 to refu,-e to renew one i1d<litional automobile in that territory 111 

Jj exc·e:-:, of tbe 2;c limitation esta1JJi::,Jil:'u llY sulJsec-tioL ],. 

lG of this section, snbj,~ct to R fafr Rnc1 n0ud: acrirninRtory formula 

17 de..-eloped by rule or regulation of thl0 commissioner. 

18 d. Tbe pro,·i~ion;:.; of thls section shall not apply to an:, can-

19 cellation made pursuant to paragrapL (.A) of section 2 of P. L. 

20 1968, c. 58 (C. 17 :29C-7). 

1 4. Section 4 of P. L. 1~72, e. 7(1 ( C. 3~ :G.l-4) is amended to read 

2 as follows: 

3 -:!-. I'ersu1:al injury protection coYeragY, regard}ess of fault. 

4 u. En·1·:· m;t01not1i]e liability i11-1:r:,nc•(· J ,c11icy i1F1ui11g .:w autu-

5 mobile as defineJ in tti~ ad again,:;t lo~~ re::culting from lia1ility 

6 imposed by law for bodily injury, death and p;·uiie·rty d::unage 

7 sustained by any peTSon arising out of ownership, operatio11, main-
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8 tenance or use of an automobile shall provide personal injury 

9 protection conrage, a;c- defined hereinbelow, under proYisions 

10 appron•d by t110 C'omm:,:sione1· of In,.-urance, for the payment of 

11 benefits without reg&rd to negl.:.genc-0, liabiEty or fault of any 

12 kin<l, to the named insured and members of bis family residing in 

13 his bousehol<l who suEtnined bodily injur:· as a result of an acci-

14 dent while occuping, entering into, alighting from or using an 

15 automobile; or as a pedestrian, being i;:trucl;: by an automobile or 

16 by an olJject propelled by or from an automolJile, to other pc>rsons 

1 i sustaining bodily injury v;ll~le o,:-~up~·h1g. entering into, alirhting 

18 from or using- the auton;obil<! of the named imured, with the per-

19 mi!ision of the named insured, aml to pedestrians, sustai11ing bodily 

20 injury caused by the named insured·:,; r.uto:Lo1ile or struck by an 

21 object propelled by or from such auton:oli'.lc. 

22 [·'Personal injury 1:iro1c-c:tion c-o-.·crng0 '· n,eam and include.,: 

23 a. ~Iedical expen;;:e be11efits. Pnymrnt of all reasonable medical 

24 expenses incurred as a result of personal injury sustained in an 

25 automobile acC'ident. In the e,ent of death, payments shall be made 

26 to the estate of the deceder,t. 1i1 the eYent l)enefits paid by an 

27 imurer pursuant to t1is suL;::ection are in exce!;'"- of $i5,OOO.OO on 

28 account of personal injmy to any one person in any one accident, 

29 such excess shall be paid by the iil~urer in consultation with the 

30 Vnsatisfied Claim and Jud;:-rnent Fund Board and shall be reim-

31 bursable to the insurer from t11c, rn"-atisfied Claim and Judgment 

32 Fund pursuant to sectio11 :! of 1'. L. l:lii, c. 310 (C. 3~!:6-73.1). 

33 b. Inco~l~e continu::tion benefib. The payment of the loss of 

34 income of an income producer as a result of bodily h1jury disabilit:·, 

35 subject to a ma:<::imum v,eel;ly payment of $l00.00. SuclJ sum s1rn1l 

36 be pnya ble during the life of the injured person and shall be sub-

37 ject to an amount or limit of ~3,:!UG.ll\., on nccount of injury to any 

38 one person in any one ac,:,~dent, except tbat in no case shall incorne 

· 89-,.-, continuation, benefits exceed the., net income, normally. earned dur-

40 ing the period in which the benefits are payaLle. 

41 c. Essential services benefits. Payment of essential sen·ices 

42 benefits to an injured person shall be made in reimbursement of 

43 necessary and reasonaLly expenses incurred for such substitute 

44 essential ~e1Tice~ ordinmily 1.1erfonue<l by tlw injured person for 

45 himself, his family and niembers of tlie family residinu, in the 

4G hom:ebol<l, sul,j.::ct to an ,.1,wn:1t or liruit of ~1:::.nn pc·r (by. s~; ], 

4i benefits sLall be payable during the life of the injured person anci 

4S shall be subjf~ct to an amount or Er~1it of $4,380.00, on acc-ount of 

49 injury to a11y one person in any one accident. 



50 C: Death benefits. In th£ event of the death of an income pro-

51 ducer as a result of injmies sustained in an accident entitling 

52 such person to benefit~ under section 4 of this act, the marimum 

53 amount of benefits whieb could baYe been pai<l to tl:ie income pl'0-

54 ducer, but for bis deatl1, under section 4 1,. sball be paid to the 

55 1mr-dving spouse, or in the eYent there is no sur,iving spouse, 

i'>G tlien to the sur...-h·ing chilllr<>n, nn(l i11 t be <>•;ent th('re are no sur-

57 viving ·spouse or survi"dn~r children. then to the estate of the 

58 income producer. 

59 In tlie eYent of the death of OJH' pnforming essential sen·ices as 

60 a result of injuries suf'taim·d in an a,·cident entitling· sueh person 

61 to benefit;, under sc-c-ti01J -1- c·. of tL;,- net. the rnaximurn amount of 

62 benefit!'.' which could lrnYe been paid suel1 p<>non. under section 4 c., 

63 shall be paid to the person incurrin!! the expen!'.'e of proYiding 

64 such essential services. 

65 e. Funeral expen!-e!'.' benefih. All reasonahle funeral, burial and 

66 cremation e:xpc-meE-, subject to a maxin,um benefit of $1,000.00, on 

ol acroUI1t of the death to any one perEon in any one accident shall 

68 he pnyahk to dc,rcdent •~ e'-'tate. 

69 Bcnefib payable under this section shall: 

70 (1) B(' subject to any ckductihk:a: 01 C'xclu.-iom elected by the 

71 policybolder pursuant to section 13 of P. L. Hl83, c. 362 (C. 

72 3~ ___ \.-4.3); 

73 (2) Kot be assignable, exc('pt to a pro...-ider of sernce benefit,; 

74 urnfor this sectio11. uor suhjt>ct to leYy, execution, attachment ·or 

75 other process for sati:;faction of debts.] 

76 b. 011(: of the follou·ing personal injm·y protectio11 coverage bene-

77 fit optio"" shall be elected by any tiamed fosw·ed ,·equired tu 

78 maintain personal injury vrotection coi·erage pursaant to sul.,-

79 secfi011 a. of this section: 

BO (1) Payment of menicr;l expense.~ in an a111ount twi to exceed 

81 $10,000.00 ver persoil vcr accidrnt. In tlie et,ent of drath, payments 

82 shall be made to t1ie estate oj the deredenf; or 

83 (2) Payment of all reasonable medicn7 ea·penses incurred as 

84 a result of personal itzjury sustained in an a11tomobiie accident. 

85 In the ei;ent of deatli, payme11ts shall be ,nade to the estate of the 

86 decedent. In tl,e erent benefits vaid by mz insurer vursuanf to 

87 this paragraph are i,1 e:rccs1,: of $75,000.00 on acco1111t of per~o11al 

88 in.fury to a11y ow 7)erson in any one accident, the exce8,• slwll /p 

89 paid by the ins11rer in co11stiltatio11 u-ith the z ·i;,c!i.~fiul Clai,,1 (1,1d 

90 Judgn1e11t F1111d Board a11d shall be reimbttrsab!r to tl1(' insurer 

91 from the Fnsafi8fied Claim and Judgment Fw1d pursuailf to sec-

92 tion 2 of P. L. 1977, c;. 310 (C. 39:6-73.1;. 



93 c. Election of a per,nnal injury protectio11 be11efit option vur-

94 suant to this uction shall be in u-rifing by the tia.nied insttred on 

95 a form appro1.:ed by the Co111missio11e;- of Insurance. The verso11al 

96 injury protcctioli belicf,t option c!U'trd shall apply to the tiali/ed 

97 insured 011d any immediate family member ,·esidinp in the named 

98 im1ured's household. "Immediate family member" means the 

99 spouse of the named ins/Ired a11d any chi!d of the named i11rnred 

100 or spouse residing in the named ins11red's household, who is not 

101 a named insured under cmotlzer automobile i11s111 anre voli,·y. 

102 If the named insured fails to elect, in 11-riti11q. eitl;n o.f tltc pcr-

103 so11al i11}ury vrofection bcnefts offered purs11a11f to tl,i., secfio11, 

104 the 11amed insured slrn/1 be deemed lo elect fl,'..' optic!il o.; ,q1'[;para-

105 graph (1) of s11bsectioli b. of this section. 11:0 11eu· policy of i11s11r­

l06 alicC shall be issued by a11 insurer on or affe;· the eff eetfre dote of 

107 this act w1less the named i11s111·ed has elected 011e of the opfio11-: 

10S provid£d for in this section. 

109 The personal protection beuefit option elected br a named in-

110 sured shall continue in force as to suuscquent renewal or replace-

111 mc11t volicie., m1fi7 the insurer or its authorized rcpresentafii-c 

112 receires a properly executed form electin_q tlie otlier per8011al 

113 inj11ry protection benefit option. 

114 The perso,wl injury protection benefit optioi, elected by the 

115 named insured shall apJJly to all automobiles 01Cned b11 the named 

116 insured anrl to nn1,1 immt<L!'dc fowil.11 member u1w is 1101 n named 

117 insured under onoflier a11to11101'i/, i•1.--11rcrncc poli,!J, e:rcqif t/i(lf 

118 in the case tdiere more tliai; one f)(!1i,u i., app!irn7.1, fo Jl,e ,rnmed 

119 insured or immediate family member, and t11e 110lir•if't Jin,-,, 11if-

120 ferent JJer,,01,al injury protection benefit options. the 71erso;,a/ i · 

121 j11ry 71rotection l1enefit 011tio11 elected bv the in.i1ned nanud i1:.<11ffil 

122 sl,all apply, or in t7,e ca.,1, u.f a11 i1111,1ediatc famii,11 1,1'.'ml.r,r vlw i,· 

123 not a 11amrd insured a11d i.-; i11,iured i11 011 accidolf inrolri,,_q al! aufu-

124 mobile to H'hicl1 a policy issued to n 11(1111ed insured in the ho11se­

·12~ hold--of tlie.t11j11rcd.immcdird('. fam.ilJ1 111cmbcr applies, the vcrso11al 

126 in_jury protection benefit option elected b!I that mimed insured 

127 shall apply. K otice of the personal injury vrotedion benefit op-

128 tions available slrn71 be giren in accordance u:ith sedio11 17 of 

129 P. L. 1.983, c. 362 (C. 3.9:6A-2B). 

1 5. (Kew section) The commissioner shall, within 90 da::s of the 

2 enactment of this 1986 amendatory and supplementary act, prom-

3 ulgate medical fee schedule~ on a re,?iorrnl ba,i;;: for th.:, rcinJ,:,, -l'-

4 ment of health care proYiders proYiding senice- or equipment 

5 for medical expense benefits for which payment i~ required to 
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6 be made under the personal injury protection coyerage pro, ided 

7 for in section 4 of P. L. 1972, c. iO (C. 39:6.-\-4). The fee schedules 

8 shall incorporatP tlif· ren;:.onahle :mJ preYaih1g fees of 90% of 

9 the practitioners withi11 th<.> region. If, in th<.> case of specialist 

10 providers, there are fe,Yer than 50 "ithin any region, the fee 

11 schedule shall incorpornte the r<.>asonable and preYailing fees of 

12 the qi•!cialist proYiders on a State"·ide basis. 

1 6. Se'ction 13 of P. L. HIS3, c. 362 (C. 39 :6A-4.3) is amended 

2 to read as follow-:: 

3 13. Personal injury protection cowra:[c deductibles[, exclusions 

4- aud setofi"]. \Yith re!-pl'c:1 to personal injury protection coYerage 

11 prodded on an automobil0 in at·cordance witl1 c:<.>ction 4 of P. L. 

7 1972, c. 70 (C. 3!1 :6A-4 ), thC' automol>ilr insurer shall, at appro-

8 priately reduced prern1urni::, provide [the following] , as a coY­

!'l erap-e [option~:] opficm. 

JO [a. )fedil'nl] mPnirnl expem:p benefit deductibles in amounts of 

11 $500.00, $1,000.00 and $2.500.00 for any one accident[:]. 

12 [h. The optio11 to l'xc1ude all benefits offered under subsec-

rn tions b., c .. d., and e. of section 4; 

14 c. A ;:.etoff opti011 P11tiffng an antornohile 1n;:,m·Pr paying· medical 

10 <•xpe11sc b<·nefits ,m<ler i-:ec·f on 4 to reimlmrl'erne11t from, and a lien 

lG on, any recoYery for noneronornic los" bY an injured party pursuant 

17 to an arbitration award, juclicinl judQ'ment or "t"'o]untar~· settlement 

18 for the amount of tht· medical exp!.'n"e lwnefits paid, 11ot to exceed 

1fl 20Jc of the amount of the award, jnd'.t!ll<'nt or E-ettlement, includi11!.! 

20 rec•.oYerie!:' m1d2r unini;ured and underinsured motorist coverage, 

!21 exceJJt that if. at the time of tlw ward, jurlgme11t or settlement, 

22 the P.mom1t of m<>dical e:xpen;<!.' benC'fit" does not excPed 207c but 

23 ad<litio1ial expeme benefit,. of an indet<'rminate amou11t are antici-

24 patP<l, the amount of tlie setofr --hall be 207c of the award, judg-

2:'> ment or settlement, ,rH:1 the differcnP(: between the 'Value of the 

26 207c and the amount of medi<'al expPme benefitc: preYiously paid 

27 to be placed in an interest bearing trust account for use to in-

28 denmify the insurer pnying the medical e:xpeme benefits, as the 

29 benefit;:. aTe paid. Attorney's contirig:ent fees sba11 be computed 

30 on the amount of the award, judgment or settlement. Jess thP 

31 amount of the setoff, which !'-c•toff sl1all bC', if the medical expen!"P 

32 benefit cl::i.im of the injured per:0011, as of the date of the award, 

8~ jn\1~'.~nent or ,-et~lt•rnvnt i~ m;;<lc,, is: (1) clo:aed. the amonnt of 

34 llwdicr.l expen;:.e benef.t-- paicl.. not to exceed 20S- of tl1e award. 

35 judgment or H·t1lern·:1it, or !:?\ 0j1eu, :?117c: of th award, judg-

36 ment or settlemc>nt. l"nt1er n contin.!.!ent fer> arrnn_!:>-ement. tlH· 



37 attorney sLalJ al.::o br> entitleu to 1eimbursement out of the amount 

3S of the setoff for costs och1 n!ly incurrC'cl in tl1e institution and 

3n pro~ecution of the claim or action, ,,:l!id1 amount shall in no in-

40 stance exceed 107< of the amount of the !"etoff, in a manner to be 

41 prescribed by the Supreme Court. X othing in this subsection shall 

42 be construed to prohibit an attorney representing the injured 

43 party from recoYering fro:1J the insurer pro•:iding- personal in-

4-! jury protection be1wfib tLl· rcarnnnble cost of any legal sen-jces 

43 rendered to that insmer prinwrily in conjunction with tbe setoff 

46 reimbursement.] 

47 A deductible[, exclusion or !'etofi] eh·ctt·d by tL0 named insured 

4-S in accordance with thi~ H'~tion slwll apply 0111y to the named in-

4() sured and :my re,-ident relati,·e in t hr 1rnrnN1 in.:nred 's house-

50 bold who is not narnl·<l insured under anotl1er automobilC' insur-

51 ance policy, and not to any other person eligible for personal 

52 injury proiectio11 bc11c-£i- n·quind to be pro\·i<led in accordance 

53 witlJ section 4. 

Z'>-1 [Ill the case of a meclical exprn"e benefit deductible, the] The 

55 tncrlirn7 e.rpense bcn('f,f c1c·dnrt(l;le el<>cted l)y the named insured 

56 Hlwll he sati5fied for :rny 0111> aericknt, wbetlwr tLe medi('al expense 

57 brnefit,: are paid or 11ro,·i<l01_l. in t1i<:• ~mount of the deductible, 

58 to the named insured or to one or more reside11t relati,;-e:; h1 the 

5q named insured'~ honseholcl who are not narnrcl inrnreds under 

fin miot1wr insnrancr polic·y, oi- to ,rny combination thereof. 

Gl Xo insurer or ])ealth prm·idrr pro,·id:11g benefits to an insured 

62 who has electrd a deductiblr pur,pant to [,;uh:3rction a. of] this 

64 

63 
6,. 

v 
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81."clion shall have a ri~h1 of suhrogation for the amount of benefits 

paid pursuant to a dc·dnctil1lL· elected foereunrlc>r. 

[\Ylien.' a tru,t account Im" bec1: estubli,clied in accordance with 

rnbsection c. of tliis section, nn:,: renrninin::!· princirnl and all ac­

crued interest in tl.Je trnst accom1t at the time the final payment of 

68 rnc,dicd expense benefi:;;; j._ maJe shall l;e paid to the party to wl1orn 

6!1. · tbe a\\·ard, judgment. o;, $ettlcment wa5 n:ad.e, .or. to. his estate.] . 

70 Thi' Commissioner of Jnsurnuce shall ::idopt rules and regula-

il tions to effectuate the purpo,e, of this section. 

1 7. Section 8 of P. L. 1972, e. i0 (C. 39 :6.A.-8) 1s amended to 
·) read as follows: 

3 ~. Tort exemption: li:J,itation on the right to noneconomic loss. 

-! One of the following· t\\·o tort options shall be elected, in accor-

5 dance, wit], ~c"r :;01i 1,LJ of P. L. 1:( :~. l'. 3tj:.; ( c:. 3~1 :6_\-8.1 ), by 

6 any named imured required to maintain 1,enonal in:iury protel'• 

7 tion coverage pursuant to "'ection 4 of P. L. 1972, c. 70 (C. 

8 3U :6.A-4): 



9 a. Every owner, registrant, operatc;r or occupant of an auto-

10 mobile to which section 4, personal injury protection coverage, 

11 regardless of fa ult, applies, and every person or organization 

12 legally responsible for his acts or omissions, is hereby exempted 

13 from tort liability for noneconomic loss to a person who is subject 

14 to this subsection and who is either a person who is required to 

15 maintain the conrag:e mandated by this act, or is a person who 

16 bas a right to receive benefits under section 4 of this act as a result 

17 of bodily injury, arising out of the ownership, operation, main-

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 incurred or to be incurred by such injured person 

21 or the equivalent value thereof for the reasonable and necessary 

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

23 clusiYe of hospital expenses, X-rays and other diagnostic medical 

24 expenses. There shall be no exemption from tort liability if the 

25 injured party bas sustained death, permanent disabilit~·, perma-

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

27 tion or loss of a body meml.Jer in whole or in part, regardless of 

28 the right of any person to recein benefits under section 4 of this 

29 act. Bodily injury confined solely to foe soft tissue, for the pur-

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

31 contusions, lacerations, bruises, hematomas, cuts, abrasions, 

32 scrapes, scratches, and tears confined to the muscles, tendons, 

33 ligaments, cartilage, nern~, fibers, veins, arteries and skin of the 

34 human body; or 

35 b. As an alternative to the basic tort option specified in sub-

3G section a. of this section, every owner, registrant, operator, or 

37 occupant of an automobile to which section 4 of P. L. 1972, c. 70 ( C. 

38 39 :GA-4) apvlies, and eYery perrnn or o:·g·anization legally respon-

39 sible for his acts or ornis;.ions, is bereby exempted from tort lia-

40 bility for noneconomic loss to a person who is subject to this sub-

41 section and wbo is either a person who is required to maintain the 

42 conraf,'e maHdated by P. L. 1972, c. 70 ( C. 39 :6A-1 et seq.) or is 

43 a person who bas a right to receive benefits under section 4 of that 

44 act (C. 39 :6A-4), as a result of bodily injury, arising out of the 

45 ownership, operation, maintenance or use of such automobile in 

46 this State, if [the medical expen~es incurred or to be incurred by 

47 that injured person, or the er1nindent Yalne thereof. for the reason-

4S al.Jle and necessary treatment of the bodily injury, is less than 

49 $J ,500.00, whicL arnou11t shall be adjmtecl annually on January 1 

50 of each year following tLe operatin date of this act by the Com-
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i">l -mis:.-ione1· of Insuranre to reflect increases or ·decreases· in the na­

.j:2 tional C'on;,mne1 Price Index for the professional sen·ices com-

53 ponC>nt of mediral care sen·ices, all urban consumers, U. 8. city 

54 average, and which amount shall be exclusive of hospital expenses, 

53 X-rays and other diagno;:;tic- medical expenses. The adjusted rate 

56 sha11 apply to any claim for noneconomic loss arising from a1ly 

vi au1omobile arC'ident occuning on or .. 1fter tbe adjustment date. 

58 There shall be no exemption from tort lia l)ility if the injured party 

59 bas SU!>tained death, permanent disabilit~·, permanent significant 

60 disfigurement, permanent loss of any bodil~- function or loss of a 

61 body member in wlwle or in part, regardless of the rig:ht of any 

6:2 person to recEjyp ];enc,fib under sedic•n 4 of P. L. 19i2, c. 70 

63 (C. 39 :G.-\.-4)] fh(Jf 11crt:011 has f/11,,d,,i11crl persona7 i11,i11ry u·hicl, 

64 n:s,:lt.- i;, (7c-nf7t, serious ililpairmrnt of "/Jody fu11ctio11 or perma-

63 11,:,11f N'rio11F1 di.•·figuremelif. 

6G Tbe tort option proYisions of sub,-e<'tion a. of this section ehall 

67 also appl~· to tbe rigbt to recoYer for noneconomic loss of an)· 

68 person eilgible for benefits purrnant to section 4 of P. L. 1972, c. 70 

60 (C'. 39:G.\.-4) but wbo i;.: not requ;rl·d to mainiai11 personal injury 

i0 protection conrage and is not an immediate family member, as 

il defined ili ~cction 1-U of :r. L. 1933, c. 362 (C. 39 :6_.\.-S.l ), un<lH 

i2 an automobile insurance J;oEcy. 

,3 TLc tort option proYisions of imbse::-tion b. of this section shall 

i4. also a~1p:y to any person sul1jc,ct to ~cdion 14 of P. L. 198:i, c. 520 

,5 cc. 3~l:uA-4.G). 

76 Tlic tort option proYisions of subsection b. of this section shall 

, , remain iJ101wrntiYe until July 1, [HIS-!] 1957, ancl shall apply to 

iS accidents occurring on or niter that <late•. 

i~) If any proyi,.iou of suh.,ection b. of tbi,,. sc-c·tion shall be deemed 

8ll to lie unc-011stitutional, tlie p1·0,·i,iom of tLc entirf' ,-ubsection ,.hall 

Sl be dee-med null and Yoid, and ,·.-ithont further effect, but the deci-

82 sion of tbe court sball not affect the yali<lity of any otber proYision 

S3 of this act. 

1 8. Section 14.1 of P. L. 1983, c. 3C2 ( C. 39 :6.-\.-S.l) is amended 

2 to read as follows: 

3 14.1 Election of tort option. a. Election of a tort option pur-

4 su;mt to ,-ec-tio1J S of P. L. J!'li2, c. iO (C. 39 :C.A-S) shDll lw in 

5 writing by tbe na111ec1 insurPd on r: forw approYC>c1 by the C'om-

6 missioner of Insurame. Tiie tort option <'l0c-tc·cl ,-linll appl~- to the 

1 n:.;:1ed insured r:J1Cl an:--· i:2:mrdiate fami]~- member re;,i,b;;: in tlic· 

8 narned in,ured's househo]Ll. ''lnn!ic-diat<' family memb<'r" menn;: 

9 the spouse of the namec1 in~ured and any child of the named i11-



10 sured or spouse residing in the named insnri>d 's household, who · 

11 is riot a named insured unclC>r nnotlier automobile insuranc-~ pc:i.cy. 

12 b. If the named in~mNl fail,: to elect, in writing, any of the tort 

13 optio1Js offored pursuant to sectiou S of P. L. 197:2, c. 70 ( C. 

14 39 :6A-8), the named insured shall be deemed to elect the tort 

15 option of subsection a. of that section 8. No new automobile policy 

16 issued on or after July 1, [1984] 1987, in this State shall be issued 

17 by an insurer unless the named insured bas elected one of tb.e tort 

18 options proYided in section P.. 

19 c. The tort option elcctC>d by a named in,.;urecl shall continue in 

20 force a;.; to subse<}uent renewal or replacement 1~olici<'s until the 

21 insurer or it;- autl10riz1·d H'J ,re:-vntatin• re("eiye;.; a properly ex-

22 ecuted form electing th0 otlJ(>r tort option. 

23 d. The tort OJJtioJJ <·\T:•·l1 t:: t!.c· 11:,1:1cc1 in,-.tnl•J ,;:ball apply to 

24 all automobiles o\\·11c,c1 by tlJe named insured and to any immediate 

2.j fmLily rnember ,rl:io i- ncit a n:u;;cd insm·ed under m10tlwr auto-

26 mobile insurance> 1,olicy, exc·c>pt tlwt in tbe case where more tban 

27 one policy is applicable to the 11anwcl insnrl'd or immediate family 

28 member, and the policil's haYe different 1ort optiom, t]J(> tort option 

29 elected by the injured named insured slrnll am,ly or, in the caH• 

3!1 of an immediate farniJr mcml1er wbo is not n 11amc·cl imured and 

31 is injured in an accident inn,h·ing an automobile to which a policy 

32 issued to a named insured in the hou,-ebold of the injured imme-

33 diate family member appEes. the tor1 o; tiOll e!Peted L:· that named 

3.J. insmed shall apply. 

33 Jn the case of automol;ile inrnrnnee polieies 111 force• on July 1, 

36 [1984] 1987, notice of the tort option-: m·nil::iUc pur~unnt to tlw 

3i aforhaid seetion 8 sha11 1w ~!'iYen ill ac·c·onlancc· with section 1 i of 

3S [this 1983 amendatory and FuppkrnentnrY act] P. L. 1.953, c. 362 

39 (C./39:6A-23). 

1 9. Section 10 of P. L. 1972. c. ,0 ( C. 3:l:Ci~.\.-10) 1s amended to 

2 read as follows: 

3 10. Additional personal injury protection conra~:c. Insurers 

4 sball make available to the named insured coYered umler section 4, 

5 and, at bis option, to resident relatiYes in the household of tbe 

6 named insured, [:,uitabl1: auditiornil] fir-t party cowra~c for in­

i come continuation bend1b, es-:ential serYice" benefit;;, death b0ne-

8 fits and funeral expe11se benefit:c:[. but tlie i1Jco111t• conti11uatio;. 

9 and essential serYices benefits sha11 cease upon the deatb of tbl' 

10 clai111ant, and s1a1l not operate to incre..i~e the· amoum o:· an~: 

11 cleat b benefits paya bk under section 4 and such additional fir:ot 

12 paTty conrage shall be payable only to tiie exknt that tlie claimant 



13 establishes that the amount of loss sustained exceeds the coverage 

14 specified in section 4. The additional co,erage shall be offered 

15 by the insurer at least annually on a form prescribed by the Com­

lG missioner of Insurance, whic·h sh:111 he attached to or accompany 

17 all application,-, initial policies and renewal policies or renewal 

18 notices. Income continuation in excess of that prodded for in 

19 section 4 must be pro,ided as an option by insurers for disabilities, 

20 as long as the disability persists, up to an income level of $35,000.00 

21 per year. proYided that a. the exce"s between $3,20(J.00 and the 

22 amount of coverage contracted for sha11 be written on the basis 

23 of 75% of said difference, and b. regardle,:cs of t]ie duration of 

24 the disability, th, brndit~ i,ayable shnll not exeeed tb0 total maxi-

2j mum amount of income continuation ben<:fits contracted for. Death 

2G benefits proYided pursuant to tliis ,:edion shall be payable without 

2i Teg:ard to the period of time elapsing between the date of the acci-

28 dent and the date of death, if death occurs within two year~ of 

29 the accident and resu1t,: from bodily injury from that accident 

30 1o which co,·erage under tliis section applies. The Commissioner 

31 of Irn:urance is hereby authorized and empowered to establish. 

32 by Tule or regulation, the amount,: and term" of income continua-

33 tion insurance to lJe proYi<kd J)l,r-n:-:nt to thi.: i::ection] ns _follows: 

34 a. Income continuation benefits. The payment of the loss of in-

35 come of an income producer ns n result of bodily injury disability, 

36 in mi amou~1t 11ot less tlion $100.00 per 2/'Cri .• for a11y one person 

3i in any one accident, and not more than an income level established 

38 by the commissioucr by rcgulntion, 1chich .r~Jwll be not less than 

39 $35,000.00 per year. The be11eft s1zall ue p(/yalilc ns lon_q as the 

40 disability exists, e.rcept tlwt, 1·egard!us of the duration of the 

41 disability, the bc11cfifi pnynl1le slrnll ,wt exceed the total maximum 

4'.? iiiCOiiiC co11tin11ntio11 bc11r.f°I contrncted for, 1101· shall the benefits 

43 paynble exceed the net income ,zormnlly earned dw·ing the period 

44 in u:liich the benefits are payable. Corerage in amounts in excess 

45 'of $5,200.00 per year shall' be tl'ritten 011 tl1c basis of 75% 'of the· 

46 differential betu·een $5,200.00 011d the CO't:eragc u:ritten. Income 

47 continuation benefits shall cease upon the death of the claimant, 

48 and shall not operate to increase the amount of any death benefits 

49 payable under subsection c. of this section. 

50 b. Essential sen:iccs benefi.ts. Payment of essential services 

5] l,c11cfit.-· to nn in.iured person shnll be mnde in 1·eimb11rseme11t of 

52 nece.csnr71 and reasonable e.rprnscs incurred for the substitute 

53 essentinl sen-ice,c ordinnrilJ1 performed by the injured person for 

54 himself his, family and members of the family residing in the 



55 household, sub.fed to an amount or limit of $12.00 per day. ?'he 

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

57 shall be subject to limits established by the commissio,ier by regu-

58 latio11, 011 account of injury to any one person in any one accident. 

59 In the et·ent of the death of one performin.<r essential services as 

60 a result of injuries sustained in an acciaent entitlin.Q the person 

61 to benefits under this subsection, the maximum amount of benefits 

62 which could have been paid to that person m1der this subsectio• 

63 shall be paid to the pert-on i11c111"ring the exvense of prodding the 

64 essential services. 

65 c. Death benefits. In the event of the deoth of an income vroducer 

66 as a result of injuries sustained in on accident u·hicll entitlt-s tl,r, 

67 person to collect benefits under sectio,1 4 of P. L. 1972, c. 70 (C. 

68 99:6A-1), tl,e maximum amount of benefits tdiich could hat,e been 

69 paid to the i11come producer. but fo1· hi." death. 1mdPr ."1<l1secfion o. 

70 of this section shall be paid to the s1aTid11_q spouse or su?Tiving 

71 children, 01· fo the e1,ent f11ere is no s11n-i1:ing spouse or surrivitig 

72 c11ildren, then to the estate of the income producer. Death betiefits 

73 vrorider1 purs11at1t to t11is ,c:ubs<'cfion s7zall be payable without re-

74 gard to the pe,·iod of time elap.~inp befu·ee,1. the date. of the occident 

75 and the date of death if death ocrn,-s idthin two yeor.c: of the acci-

76 dettt and results from bodily in.iury from that accident to u,hich 

77 corerage under this subsection applies. 

78 d. Funeral expense benefits . .All reasonable funeral, burial and 

79 cremation exvenses, subject to a schedule of -maximum bettefit,: 

80 established by the commissioner by ,·egulafion, on account of the 

81 death to any one person in any one accide,1t shall be payable to 

82 the decedent's estate. 

83 Benefits payable under subsections a. and b. of this section sltall 

84 cease upon the death of the claimant, and shall tiof operate, to 

85 increase the amount of any death benefits payable tinder subsec-

86 tion c. of this section. Benefit options prot;ided for 1tnder this sec­

Si tion shall be ofl"ered by it1s11re,·s at least amiually on a form pre-

88 scribed by the commissione,·. 'Which shall be attached to or ac-

89 company all applications for cot,erage, itzitial policies and renewal 

90 policies or renewal notices. Benefits payable pursum1t to this sec-

91 tio11 or section 4 of P. L. 1972, c. 70 (C. 39:6A-4} shall not be a.~-

92 signable, except to a prorider of service benefits under this section, 

93 nor subject to lery, execution, attachment or other process /01· 

94 satisfaction of debts. 

1 10. Section 2 of P. L. 1983, c. 358 (C. 39 :6A-25) is amended to 

2 read as follows : 
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3 2. a. Any cause of artion filed in tlle Superior C'ourt 11fter the 

4 operatin date of tltis act, for the reroYery of noneconomic loss, as 

5 defined in section 2 of P. L. J9i2. c. 70 (C. 39 :6A-2), or the re>-

6 covery of unrompen<:rit<•cl eronomic· lo"s, otJier than for damn.(!r" to 
7 property, arising out of t)1e operation, ownership, maintenance or 

8 use of an automobile, a" defiJJed in that "ection 2, shall be sub-

9 mitted, except as hereinafter provided, to arbitration by the 

](1 assignment judge• of the coul't ii, wh:c-11 th<: act;un j:,; filed, if the 

11 court determine:,: that the· amount i11 con11·onr,y i., [~15,000.00] 

]:2 $20,000.00 or le:-~. exc-lm-in• of i11tC'l'C'•·t mal ro-t:-: pro,-idc•,1 thr,! 

13 if the, actio11 is for recoYery for botL 11011r:.-onomic· nncl 0:><•W•rnir 

14 loss, the controYerr,:y ~lwll lw subrnittl'll to arbitration if t)w court 

15 determines that the amount in ro11troven:y for nonc•tonomic loss 

16 is [H5,OOO.0O] $20,000.00 or les~, exclusin of intere:,:t an<l cosb. 

17 b. Kot,•,·ithstandinµ, that the amomit in controYersy of an actiu:1 

18 for noneconomic los" i" in e'.\'.re"c: of [:!:15,000.00] t:;20.000.00, the 

19 court may refer the matter to arbitration, if aU of the parties to 
20 the action consent in ,nifo1g to arhii rati011 and ilH' comt dl'ter-

2] mines that the eontroYersy doe" not im·oh-e now] legal or unduly 

22 com1 ,lex factual issues. 

23 Ko cause of action determined by the court to be, upoli proper 

24 motion of any party to the contrm·ersy, friYolom, insubstantial or 

23 without actionable cause shall be submitted to arbitration. 

26 The proYisions of tLis section shall not apply to any contro,·ersy 

27 on which an arbitratio11 decision was rendered prior to the filing 

28 of the action. 

2ri The proYisions of this section shaJJ apply to any came of artio11, 

30 subject to thi,: section, fill·cl prior to t1.1e operatiYe date of tbi;, 

31 19S6 a1nendatory and s11ppleme11tn,·y aet, if a pn,trial couferenc-c• 

32 ha, not been concluded thereon. 

1 11. Section 7 of P. L. 1983, c. 33S (C. 3!1 :G • .\.-:JOj i:,: amen<le<l to 

2 ··read· as follows: · 

3 7. Notwithstandin~- that a contron•rsy was submitted purrnant 

4 to subsection a. of section 2 of (thi-,, act] P. L. 1.983, c. 358 (C. 

5 39 :6.A-25 ), the arbitration award for noneconomic loss may ex-

6 ceed [$15,000.00] $20,000.00. The arbitration decision shall be in 

7 writing, and shall set forth the issues in contronrsy, and the 

8 arl,itrators' findings and conclusions of law an<l fact. 

1 12. Section 2 of P. L. 1'.•i:2, c. 111,- (C. ~1:• :1,H-:.;J j,, ;;.,,,-11,kt1 tu 

2 read as follows: 

3 2. Any owner, or registrant of a motor Yehi<:le registered or 

4 principally garaged in tlii:,: State who OJJel"iltei,; or causei:' to be 



5 · operated a motor nbick upon a11y pnblil' road or bigbwa~· in this 

6 Statr without motor whicle liabilit~· insurance coYerage required 

i by this act, and any operator who operates or causes a motoT 

8 nbicle to be operated aud who kno,v::; or should know from the 

9 attendant circumsta11ce:,: that the motor nhic1e is ,vitbout motor 

10 whicle liability insnrancP coYrrag-e required by thii:; act shall be 

11 suhjec-t, for the first offen'-'e, to a fine of [not less than $100.00 nor 

12 more thm1] $300.00 a11d a veriorl of cu;111111111ify sr-rrice to be deter-

13 mined uy tlic- court, or imprisonment for a term of uot less than 

14 30 clay,- nor more than three mouth!- or both, in the d:scretion of 

15 the nnmicipal jnd~!'('. nwl ,-:hall fortliwith forfeit his right to operate 

lG a motor nhiclc o,·er the hig·]1ways of this State for a period of 

1 i [six montli,-:] 011r- year fro1J1 the dab? of com·iction. rpon subse-

18 quent conYiction, he Fhall be subject to a fine of [not less than 

19 $250.00 nor more than] $500.00 and [may] shall be subject to 

20 irnpri,:onrnent for a term of not less than three months nor more 

21 than six month-. in tlw d:screti011 of the municipal judge [and 

22 sha11 he ordrre<l l)y tb0 court to peTform eommunity r,erdce for 

23 a period of 30 days, w]1icl1 ~Jiall be of !-Ucb form and on such terms 

24 a-. t;Jv c-om t ::-liall ,1Pfli1 Up] JJ'O} iria te> under tlil' ci rc-mn;;,tanrei"]. ancl 

25 shall forfeit bis rig:ht to operate a motor vehicle for a period of 

26 two years from the d&.. Jf' hi;; com·iction, and, after the expira-

27 tio11 of said }JL'l'io<l, liv may make applicatiou to tlw Director of 

28 the DiYision of ~Iotor Yehicle,,, for a licen!':'e to operate a motor 

2n vehicle, which appliration may he grnntc•d at the discretion of the 

30 director. The director":,; discretion shaU be based upon an assess-

31 meut of tlie likelihood tlmt tht' indiYidual will 01wrate <ll' cause a 

32 motor n-L;c·k to l)e open~tt•cI in t11e future without the insuranc0 

33 coYerag·e required by this act. A complaint for Yiolation of this ad 

34 may be made to a nrnnic-ipal court at an~· time within six months 

35 after the elate of the alk-gPl1 ofren~e . .C-100.00 of erer.iJ fine collected 

36 vursuant to tliis section .~lwll UP ,·emitted by tlte court to the Seu· 

3i ,ler,,r-!J A 11fo1i1ol,ile Full Ji1s11r<111ce r11denniti11_q .Association 

38 awted by section 16 of P. L. 1988. c. 65 (C. 17:S0E-4). 

1 13. Section 1 of P. L. 19i0, c. 21 i ( C. 1 i :22-6.14a) is amended 

2 to read a,; follow,,: 

8 1. In tliP ennt that a policy is canceled by the insurer, either at 

4 it::- ow11 behest or at the behest of the agent or broker of record, 

3 the unearnctl prL"miurn. i11<:ludi11g tlil' 1ml'ar11ec1 commission shall 

{i he retnrnell to the polieylw]ckr. 111 thP ennt that a poliey of 

i . [automobile] insurance cornin,n 111otor n:hides other than those 

~ required to be i11~·11rcd vu1.-uw1/ lo P. L. lfJt:2. c. 7u (C. .'J9:6A-1 
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9 et seq.) issued by the automobile insurance plan established pur. 

10 sua11t to P. L. 19i0, c. 215 ( C. 1 i :29D-1) or any successor thereto, 

11 is cancelled by reason of nonpa:,nent of premium to the insurer 

12 issuing the policy or nonpayment of an installment payment due 

13 pursuant to an insurance premium finance agreement, the broker 

14 of record for that policy may retain the full annual commission 

15 due thereon 1:1.n<l, if a premium finance agreement is not im·olved, 

16 the eff ecti...-e date of cancellation of the policy shall be no earlier 

17 than 10 days prior to tLe last full day for which the premium 

18 paid by the insured, net of the broker's full annual commission, 

19 would pay for coverage on a pro rata basis in accordance with rules 

20 estaLlis1ed by tLe commissioner. Contracts between insurance 

21 con1r>1rniPs and agent, for thi, appointment of the agent as the 

22 representatin of the company shall set forth the rate of commis-

23 sion to be paid to the agent for each class of insurance within the 

24 scope of such appointment written on all risks or operations in this 

27> State except: 

26 (a) Reinsurance. 

27 (b) Life insurance. 

28 ( c) Annuities. 

2~ ( d) Accident and health insurance. 

30 ( e) Title insurance. 

31 ( f) Mortgage guaranty insurance. 

:~:2 ( g) Hospital sen-ice, medical sen·ice, or dental sen·ice corpora-

:-rn tions, im·estment companies, mutual benefit associations, or fra-

34 ternal benpfkiiuy associations. 

3.} Said Tates of commission sball continue in force a11d effect unless 

3G changeJ by mutual written consent or until termination of said 

3i contr:::irt a, h0r0inafter proYided. Ycilure to achieve such mutual 

3t-i com,ent :-Lall require tlrnt tl:e agent's contract be terminated as 

39 herein helo"· pro,;-ided. The rat0 of commissions beini:r paid on each 

40 class of insurance on the date of enactment hereof shall be deemed 

41 to be puri-uant to the existing contract between agent and company. 

42 Termination of any such contrn<.:t for any reason other than one 

43 excluded herein shall become effective after not less than 90 days' 

44 notice in \\Titing gi,;-en by the company to the agent and the Com-

45 mi:-:~ioner of Insurance. Xo new business nor increases in liability 

4G on renewal or in force business shall be written by the agent for 

.r;· the compmiy after notiee of termination witbout written approYal 

4~ of tlie compriny. Howe,·er, during tl1e term of the agency confrad, 

49 includin~ the said ~1u.J,1. !JL'l'iod. tlie compmiy :-oball not refuse to 

5U renew such busines,; from the ag-ent as would be in accordance v,ith 
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51 said comJ,dn~·•s current underwriting standards. The company 

52 shall during a period of nine months from the effectin~ date of sucl1 

53 termination, prod<l1:J 1l1e former age11t lJas not been replaced as 
54 the broker of record by the insured, and upon request in writing 

55 of the terminated agent, renew all contracts of insurance for such 

56 agent for said company as ma;v be in accordance with said 

5i company's then current underwriting :;tanclards and pay to the 

58 terminate<l agent a c:omrnis::;ioll i11 mTol'(lane:c• ,\·ith the previou:.. 

59 agency co11trae:t of tlw terminated agent. Said commission can 

60 be paid only to the holder of a Xew ,Jc:,1 :;ey broker'~ licflM'. In 

61 the eYent any ri,-k shall not Jllec>t tlil' thPn current underwriting 

62 standard,- of said company, that c·ompany may decline its renewal, 

63 1n·oyided that the company :-hall gin the terminated agent and the 

64 imured not le::;s than 60 da~·:-' 1101:i.:e: of ib intention not to renew 

6:'l saiL1 contract of insurance:. 

6'3 TliC' agenc-y terrninatioll provision:- of this act shall not apply to 

67 tl101-e contract~ in which the a~ent it>- µaid on a i;:alary basis without 

6S eounnission or where he a!!Tel':-c tu represent exclush·ely one com-

69 })&ny or to the tern1i11ation of' an ag·ent 's contract for insokency, 

70 ubu1Hlo1m1rnt. µTo~" aLC] willful wiseOJiduet, or failure tu pay oYer 

71 to the company mo11(•ys <lue to thl' coJ11}rnny after bis receipt of a 

i2 written demand therefor, or after 1·eyocation of the agent'" 1icern,e 

73 by the Commissio1wr of lmmranc(•, a11d i;i a11y sucli case tlie cmn-

74 pany shall upon reque-:t of thr inr,.ured, proYided he meets the then 

75 current underwriting standards of the company, renew an~· con­

i6 tra('t of insurauce formerly proc•ps:,;cd by the terminated agent 

i7 through an actin agent, or directly pursuant to such rules and 

i8 regulation" a:- may Lf prornu}!!':.:ted hr tJw Commissioner of 

79 Insurance. 

80 The Commissioner of Insurance, on the· written complaint of 

81 any person stating that there ha,; bePn a Yiolation of thi;;. act, 

82 or when be deems it necessary without a complaint, may inquire 

83 and otherwise im·estigate to detennine whether there has been 

8-! any Yiolation of this act. 

85 .All existing contracts betweeu agent a11d company rn effect in 

86 the State of Xew Jersey ou tlie effecth·e date of this act are 

Bi subject to all proYisiun::; of thi~ act. 

88 The Commissioner of ln:-:unrnl'c> llla~·, if lie <lett-n11i11es that a 

8£i com1Ja1Jy i" in m1"ati"i'c1e:tory 11m,11ci.J condition. exc·iudL· :-uc·lJ 

90 company from the }Jl'OYi,..;iou,- of tbi:s act. 

91 "\YheneYel miuer thi:,; act it i:- required tliat thl:' l:Ul!l}J,my E"ball 

92 1·enc>w a contraPt of iwn1rance, the rent>wa] ~11nll hi• for a tinw 
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93 period equal to one additional term of the term specified in the 

~J4 original contract, but iu no eYent to be less tl1an [1] one ·year. 

1 14. Section 19 of P. L. 1983, c. 362 (C. Ii :28-1.3) is amended 

2 to read as follows: 

3 19. Every liability imurance policy issued in this State on a 

4 motor vehicle, exclu~iYe of an automohile as defined in section 2 of 

5 P. L. 19i2, c. 70 (C. 39 :6~.\-2), but including a motorcycle, or on a 

6 motorized biC'yck imurinµ: iurnin~t ]()'-;; re~ulting- from lialJility 

7 imposed by Im,· for bodily injury, death, and property damag·e 

8 s11sfainc,d hy any ywr,,on ari;;ing out of the owner;;hip, operation. 

!I maintenanc•c,, or u;;c, of a motor YeLicle or motoriwd bicycle• shall 

lO 1,roYi<le }H'rsonal injury protection conragc, heuefits, in arcorclancc, 

11 ll'ifl 1,,,10.,11·!1:J, IJ) uf s11l1.-er-tio11 1,. ,,r ;;ection 4 of P. L. 10i2. c. 70 

12 (C. 3~J:GA-4), tu p£-dp;::frians wl10 :-ustaiu 1,f,clil.'· iujnry i11 the State• 

1:J L·,rn~ncl hy tl1e named i11,-u1 ,·L1 ',- 11•01.-,1 n·hcl<' or motorize<l bicycle 

14 or by b('i11g- !'truck hy an ohje..t pn,r•c·11ec1 by or from the motor 

15 Yehide or motorized bieycle. 

J 15. SectioH 18 of P.L. 19f;5. e. a20 (C. 17 :28--1.4) is amended 

2 to r<'a<l as follow:e: 

i 18. Any iwmrer autliuri~eJ tu tnm~ad or lran~aetiug auto1uobih· 

4 or motor vehic:le iurnrmH:c bu:;iuc:;,- in tLi:-; State, or controlling· or 

5 "Ontrolled b~-, or under common control by, or with, a11 insurer 

6 authorized to trallsact C\r tran-;arting insurance business in thi!" 

i State, which sells a volicy proYi<ling automobile or motor vehicle 

8 liability insurance coYcrage, or auy similar c•oyerage, in any other 

9 state or in ally proYince of Canada, shal1 im!utl(' in earh policy, 

10 coYera~e to satisfy at lea--t th<> 1i8bi1ity insuranc(' requirements 

11 of section 1 of P. L. 19,:":!, "· 197 ( C. 39 :6B-l) or section. 3 of 

12 P. L. 19i2, c. 70 (C. 3!:J :6A-2), tlie uninsured motorist imurance 

13 requirements of subsection n. of sectio11 2 of P. L. 1968, c. 3S3 

14 (C. li :28-1.1), and personal injury protection benefits co,erag·e 

.15 . pursuant to parag.rriph ( 1) of s u bsedi on b. of section 4 of P. L. 

16 1972, c. 70 (C. 39 :6A-4) or of section 19 of P. L. 1983, c. 362 

17 ( C. 17 :28-1.3), whenever the automobile or motor vehicle insured 

18 under the policy is used or O}Jerated in this State. 

19 A11y liability insmancc polity rnbject to thi,- section shall bt' 

20 con,-trued a:,; pr0Yidi1:;.: tllL' to,·eraf!(' required herein, aud any 

21 named insured, and m:y immediate family member as defined in 

()•') section 14.1 of P. L. J~;'.:'::. (:. c(i:? (C. ~l: 1 :L.\-.:.J ·,. 11'.:,1er t11:1t Jinlit:y, 

23 shall be subjec-t to the to1 t option specified iu rnhsection b. of 

24 section 8 of P. L. 197:2, c. iU ( C. 3~J :6~.\-~ J. 

25 E1wl1 in"urPr aut!J1JrizL·d to tran;;act or tn111-,nttiJ1g c1utornobilP 



26 or moto1· Yehicle insuranc(• husiue.,s in this StRt<' and Sl bject to tbe 

2, provisions of this section, shall, within 30 <la).., of the effectiw date 

~t- of this ameu<latory and ,-uppkm<.>ntan- ad, file an<l rnaiutain witli 

29 the Department of ln,-:urnnc(• written certification of compliance 

3n with the provision, of thi;. H'dion. 

31 "Automobile" means an automobile as defiuecl rn seetiou 2 of 

32 P. L. 19,2, C. 70 (C. 39 :6 . .\-2). 

1 16. Section 14 of P. L. 1944, c. 27 (C. 17 :2~A-14) i:s amended 

•) to read as follo,r,,.: 

3 14. a. '\Yith regnn1 to all propVi·t:-,· and easualty lines, a fileT may, 

4 fron: ti111c· 1<1 ti1·ll·. altn, supplement, or amend iti- raff':-. ratin.!:· 

;1 !-y,-:fern". or an:· p,nt t}Jereof, b_, :ili11~.:: with t]Je (Omrni;.,-:ioner copi(•, 

6 of r-ucb alterations, suppl•!rnent--, or a111enJme11h:, together with a 

i' st11k1Jwnt of the· 1·eu:-on 01 rea:-Oll:- fur ,~J<•IJ all,,ra'.iu11. :-up1Jle1JJeut, 

8 or arnenJ1J1e111. in u ma11ne1· and ,,,;ith :-ucli inforn1atio11 as may be 

£J required by the commissioner. If such alteration, supplement, or 

10 Rmcndment shall li:n·C' the f'ffl:'rt of inrreasing or decreasing rates. 

11 tlie commissioner shall determine whether the rates as altered 

1:2 th0reby arc rea"onnbl•,\ a<lequ:itc, anL1 not unfairly di,-criminatory. 

13 lf tlie commi;csionc1 :,-li:111 deiermi11e that the 1·atc:- a:- so alter('d an· 

14 not unre:l:.:onnhly hi;di, or inar1equat•~·, m· unfairly discriminatory, 

15 be shall make an order approYing them. If lw shall find that tlll' 

16 rates as altered arr unreasonable, inadequte, or unfairly discrim-

17 inatory, he sha11 i~~l,l' ni1 order 11i-<1r1w0Ying "-U('h alterri.tion, sup­

IS plement or amendrnt. 

rn !J. ( DelctcL1 by amend111ent, P. L. 1!1~4. c. 1.) 

2U c. If an insurer or rnting Ol'!,'..Ullizatlon file,.: a propo:se<l altera-

21 tioll, SU}JlJkrnent or arne1,J111c•m to it, r:1ti1:_:.:. ,cy~tern, or any part 

22 thereof, "·Lieb woulc1 l'l'cult in a change in rate;;, the com111issioner 

~B may, or upon tlw request of tlw filer or 11po11 tl,c rcquc.,t of tlw 

2-± Public Ach·ocnte i11 those mafft-rs witl1i11 the .iuri.cdirtioll of thr> 

2;:, 01~·,·c of tl,c Pul.Jlic Arlz-ocatc, JJirision of Rntr Co1111.,cl, purs11n11f 

2G to sectio11 19 of P. L. 1.974. c. 21 (t. 5:2:2,E-16), shall, certify 

27 the matter for a hearing. The hearin2 ~hall. at the commissioner's 

28 discretion, be conducted by himself or by the Office of Administra-

2D tiY0 L:=rw, createtl liy P. L. 1978, c. Gi' (C. 52:14F-1 et sct1.), as a 

30 conte~ted cas<.>. The following r<.><Juirement~ shall apply to the 

31 hearing: 

32 ( 1) The hearing shall commence \Yi thin 30 day!;' of the date of 

33 the 1wpH'"', nr ckcision that r. hc,nring i,- to be held. TlJ0 hearing 

34 ~hall l,n lwl<l on conr-ecutiYe working days, except that the commis-

35 sioner may, for good cause, wai,·e tlie conser:utiYe wo: ki11g day 
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36 requirement. If the bearing i!, <'Onducted by an administratiYe law 

37 judge, the administratin law judge shall submit his findings and 

38 recommendations to the commiiasioner within 30 days of the cloc.:e 

39 of the hearing. The commis1-ioner may, for good <'BU!--e, extend tbP 

40 time "·ithin which t]w administrative law judge sha11 submit hi1-

41 findings and recommenclationc.: by not more than 30 days. A deci-

42 sion shall be rendered b~· the commissioner not later than 60 <lays, 

43 or, if lie has granted a 30 day exten::ion, not later than 9(1 da)·s, 

44 from the close of tlJc· hearing. _.\. filint"'· shall be deemed to be ap-

45 prond unle~;,. rejettd or n:oclificcl by tl1r• conm1isc.:io11n within thP 

4G time period proYic1<:<l herein. 

-1-7 (2) The commi<:sion<>r, or the Din,ctor of the Offict> of _.\.dmin-

48 istratin, La"·, a::- appTOpriate, skill notify all interested parties, 

49 including: the Public- .. ~ch-ocate 011 behalf of i1Lurance consumers, 

50 of the date set for comrnencem~nt of the hearing, on the dntc• of 

51 the filing- of the request for a bearing·. 01· within ]() da~·c.: of th{' 

52 decision that a ]1P:1ring if to be l1eld. 

53 (3) The insurer or rating organization making- a filing 011 wbirl1 

54 a bearing- is held i;hull hem the costs of the beari11g. 

55 ( 4) The commissioner may promulgate rule;; and reg;uJation--

56 (a) to establish standarcli- for tlle suhrnisi-ion of propo!:ed £lings, 

5i amf'ndments, additions, deletions and alterations to the ratil!g 

58 systEm of filers. "·hich may inclndf' forms to lw submittfd hy each 

39 filer; and (h) making such other prO\•if-iOn!< a" he deem<: necessary 

60 for effectiYe implementation of thic.: act. 

61 d. (Deleted by amc1HlmC'nt. P. L. 19S4, c. 1.) 

62 e. ln order to meet, as closely a,; possible, the deadlines in section 

63 17 of P. L. 1983, c. 362 ( C. 3fJ :6A-23) for proYision of noti('e of 

64 &Yailable optional autornohile insurance con'rR.!t<'" pursuant to 

65 section 13 of P. L.1983, c. :-:l<i:2 (C. 39:6A-4.3) and section 8 of P. L. 

66 1972, c. 70 (C. 39:6.-\-8), and to implement tlie;,c• conrage;;, the 

6r eommi~sroner·ma:" r-e1.11tire-th~-nse of ·rat~S\--fi~ecl -b~- him in ad\'anee .. ,. 

68 of a11~· hearing, for deductible, exdusion, setoff and tort limitation 

69 options, on an interim ba~is, subject to a bearing and to a provision 

70 for subsequent adjustment of the rates, by means of a debit, credit 

71 or refund retroacth·e to t]1e d'1\•cti,·e date of the intC'rim n1tes. The 

72 public bearing 011 initinl rai1'~~ applir-ahl0 to tlie con'rage" :n-ail-

73 ahle under SPC'tion 13 of P. L. ]!)S:J, <'. 362 (('. 3!1 :fiA-4.3) and 

7 4 !;:ection t- of P. L. Hli:2, c·. 70 /C. ;-:,, :o . .\-t:, j ,-Jrnll nor lw lirnit0d by 

75 the proYi!;:ions of $Ub!-ection c. of tbi<: 1-rrtion ~-overni11g- chang-p, 

76 in preYiously approYed nitt>"- or rating isy~tem1,,. 

1 li. SeC'tion 6 of P. L. 19~2. c. fi;i (('. ] 7 :'.:!!1.-\-'.Fi l i'- ainl'nn.ed 

2 to read as follows: 
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3 6. a. A merit rating aecide11t !c'Ul"diarg·e system for prh·atc pa:--

4 senger automohiles may he used both in the voluntar~- market 

5 and by the Kew Jerse~- Automobile Full Insurance 'Cnderwriting 

6 A!-:sociation created pursuant to section 16 of P. L. 1983, c. 65 

i ( C. 17 :30E-4). X o surcharg·b for llamag-t> to nny property shall be 

8 imposed on or after the operath-e datr of this act, unles,- there is 

9 an acci'dent within a three y('ar period immediately preceding the 

10 effec-tin date of coYera~P which rr,.:u}t,.: i11 payrnrnt by tJw inst~rer 

11 of at lea!':t a !!:300.00 property dnrnage claim in-rnh·ing- an at fault 

l:2 aN·ident or an:•· pn~·nH.>nt by the i11,urc,r of a b0dily injury claim 

13 ari,-.;n~: ont of a c·o]l';.:in:1 o: fl i':.;Yak pn-.<-e11gr1· Rntomohilr with 

14 a pef1r;.;trian .. .\11 rnom•y,-; col1ected under thi!; f-ubsection sbalJ be 

15 retained by t]1r, in!-urrr f!~""""ing tJH• ,-nrclrnrg-e. Accid('nt sur-

16 chan•e;. ;.:]1:,11 1,,. imJJO'-('(l for :, tl.ire~• :,:eai- j:r•r\()(l ar,11 i;:hall. fo1· 

17 each filer. be uniform on R Statl•wi<le bs.si" witi:om re.~ard to 

18 classification or territory. 

19 h. There is created a Xew Jersey ~Ierit Rating Plan whicl1 shall 

20 apply to a1l driYrr,- r.1Hl ~lrnll hic-lrnk, ln,t 1101 he limiteil to tlic· 

21 f 01lo,d11g· proYi;;ion,-: 

2:2 (1 J (a) Plan sureliaru,,,- "h,H l,,, leYierl. heg-i1ming- 011 or after 

23 Jmmary 1, 1984, b:',· tlw DiYision oi' )fotor Yehicles on any drh·er 

24 who bas accumubted, within th• irnrnr<liately precedi11g three ·year 

25 

"­.. , 
28 

3U 

31 

32 
•.)9 
, .. hJ 

period, begin11ing- on or after Febrnnry iO, H1S3, six or more 

motor vehicle points tt~ JWOYi<led in Title 3'.1 of the ReYised 

Statutes, exclusin· of any point,,: for c01n-ictions for which sur­

charges are leYied un<ler paragr:,ph (2) of this subsection: except 

that tlw allowm1C'e for a 1 r<luction of point;; in Title 39 of the 

ReYisecl Statutes shall not apply for the 11urpo;.e of determining 

surcharges ullller thi,- para;2:raph. ~urc-harg·c•., shall lw levied for 

each year in which th(• driw·r posse;;;:r-. six 01· more point,-, Sur­

charge" a1,se:-sed pur,-uant to tlJi,- para~.;rnp!1 ~hall be· not less than 

34 $100.00 for six points, imd not less than ~25.00 for each addi-

35 tional point. The conunis;;ioner ma~· increase thr amount of sur-

36 charges as he deems necessary to effectuate the purposes of sub-

37 section d. of this section and P. L. l9b3, c. 63 ( l'. 1 'i :29A-33 et al.), 

38 arnl ma~·, pur:,uant to H'gulation, permit the defenal of all or 

38 part of any surclrnrge~ authorized by tlii:,; f-uh-,;ect1011 until tLe 

40 end of the policy term of an antomobi1e insurance policy with au 

41 eti'ectiYe <late prior to Jamrn;·y 1, 19~-4. t,1.,un pre~entation of 

42 appropriate eYidence that an insured La,-. already paid an equirn-

43 lent surcharge arising irom the same motor Yehicle ,·iolation 01 

H conviction. 
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-45 (b) (Deleted by amenclmen1, P. L. 19S4, c. 1.) 

41i (2) Plan surcharge-" ~hall he le,·ied for conYidions (a) under 

47 H. S. 39 :4-50 for Yiolatio11,- Ot'l'UJ 1·iug on or after February 10, 

4'- HlR3, am1 (b) under scC'ti011 2 of P. L. 1981, "· 512 (C. 39 :4-50.4a), 

4!l or for off ells<'" rommittNl iu other jnriFdirtiou,- of a substantiaU,· 

50 shnilar nature to tho,.0 under R. S. 3~ :4-30 or i:-Pction 2 of P. L. 

51 1981, c. 512 ( C. 3~1 :4-50.4a), fur Yiolations occurring on or afki-

52 Januar)· ::!G, 19S4. Surc-l1a1·ge,. undl'r tl1is para?;rnph sha11 be kded 

53 annually fo1· a thr00 yN1r 1wrioc1, and !-l!all be not less than 

54 $1.0flO.OO per year for each of tl10 fir,-f hrn cnnYiction,-, and not less 

:1."> than $1,500.0~1 pc•1· y0:ir for the third ,-011Yic·ti011 nc·<'mTing· within a 

56 three year period. If a drin•r j,.. com·ic·ted nndPr both R. 8. 39 :4-50 

5i ant1 sc,ction 2 or P. L. 1%1. c· . .'">1~ (C. 39:4-50.4a) for offeJJ,-p,.. 

3t- a1i,duµ. out of the ,.amt- i11c:t1<>1i:, the, (1,·iwr !-lwll he as.:e,-sed ouly 

5!: om• sun:Lar~(• for t Ji.,: tw0 offt>nH,·s. Tl1e c:0111missio11er ma~· increa::-." 

on tl1e amount of r-:nrchnrg,'" nr-: he cl0ernr-: neceia:sary to effectuate tb0 

61 purpoiaes of suhsectio11 d. of this l'e<'tion and P. L. 1983, c. 65 (C. 

6:! 17 :~9A-33 et al.), 1111d may, puria:mmi to 1·e~11lation, pe1·mit the 

(l;) clef err al of all or any part of these surcharges as provided in 

6.J. paraµraph (1) (a) of tLis ia:uh.,;Pc:tion. 

65 If, upon written notification from tLe Dh·ji;:;on of ~Iotor Vehicles, 

66 mniler1 to the last addr<'ss of reeord with tlw diYi!-ion, a drh·er fails 

67 to pay n rnrc:11 .. n~~- k"l·;('.J 1mt1<'r th1, ~11hsectio11, tlw licrn;;:p of th0 

6S <lriYer ,::b;Jl 1)i: r,:u,::pen<led forth•::t11 w1tiJ the ~urrlrnrg0 i~ pai,1 to 

69 th1: DiYision 01 )Iotnr Yehielci->; except tllat upon safo:factory 

iU :-bowing of rndig-enc~·, tlw DiYi<:iou of ::\Toto1 Yehcile,:: may autho­

il rizL' payment of the !-'Urchar!,:,l' 011 m1 im:fa Hment ha<:i,- oyer a 

i~ perio<l not to exceed 10 month,::. 

73 For tLc• purpo<:p,- of thi;; ,-uhparag-raph. ''indig·emy" shall be 

74 defined in rule,; and 1e,.nilntion, 1•romulg·a1p<1 1,y the Direc·tor of 

,;> the- J)i,·i;.:irm of ::\foh,r Yehiele~. 

· 7G · :Al1 ·111our:ys~olleetilJle •uncle1: -this -•sulli-~tion. shall hP hilled and 

ii collected by the Dh·ision of ~Iotor Yehicles. Of the moneys co]-

78 lected 10Jr, or the actual cost of odmi11isferi11g flie colledio11 of 

i9 the surcha,·ges 1chiclierer is les.,. [soc, i:hnll be remittc>d to tht• 

80 Xew ,Jer;:ey Autornohile Fu11 Insuranee r11<lerwriting AFia:ocia-

81 tion, and 2·~7<:] shall lw retained[, for at1rninistratiw exp<'nses,] 

82 b)· th<' DiYision of ::\lotor Yehicles 1md turned oYer to the StatP 

"" o.:> 'Ireasur:· 1or <lepo:;it in a :5}A·c:ial ac-c:ount to be: u,-ed hy the Di-

84 Yision of ::\lotor Yebicle~, as may be necessary. to modernize 

8j it;; operations and impron' it" eff ee:tiYe11es,,: and effiriene;· in order 

SG to di:::eharge its statutory obligation,- a11d flie t·em.aiudrr sl11dl be 
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n:,nittcd to the J.:eu- Je1·sey A utomobife Full Insurance r·nde1·-

1rriting Associatiou. All.'' 1:,011l·:,,. iu the speeial aceount at tl1l' 

end of a fo:ca! year ;,.11c~ll 1w tran,-fe!·i·ed to the General Furn] 

for use for general State purpo1-e:::. ).louey;,. '-'ha11 he RJ)propriated 

annually to the special aceomit. 

(3) In addition to au.'· otlwr authority pro,·ided in P. L. 198:J, 

e. 65 (C. 1i :29.-\.-33 et al.), the c•o111missiouer, after con,-ultation 

witb tbe Director of tlic !Jjyj,;;(lll of ::\Iotor Yehiclc 0 • j,_ "JWc-ifh=ill:-,· 

autliorized (a) to i11l'!'ea,-l' tLe dullnr amount of the surcharges 

for motor Yehic1e ,·io1atirm~ or convic:tiow-, (1,) to i~npo,-c, in accor­

drrnce with para;.:rnph (1) (:,) oJ' tlii-- sub;.,E'dion, rnrchargc,,.: for 

98 motor veliiele YioJ?.tioJt,- or com·idion,; for ,,·Jiich motor yehic·lr 

H!I point,- are not a;;,.ps,.:L'd mH1n Tittl' ~:(! of thL· RP,·i,Pd Statute,. or 

100 (c) to reduce tl1e m1wl1, :- of 11oi11t,- for \\'Lich sun·l:arge,-, may l,l· 

101 assessed below the len,] 1nu\-;,ll'l1 i11 Jiurn:.:.rn1Jl1 (J) (,i) ui' tli:c 

102 sub::;ection, exce1Jt tLat tlw <lullar arnount of :ill rnrcJiarg-p,- ]eYiP<l 

103 under the Xew Jer,-py ::\Ierii Ratillft Plan shall he uniform on a 

104 Statewide basis for earl1 :filer, wii11011t regard to cla!-,.:ific-:-:1i<m or 

1(1;'} tf•rritory. Surclwrµ.e,- R<l111 ,tP,1 h:,· 1 lH• <·onmii~sio1wr 011 or 11i'ter 

106 Ja1mar~ ], 19SJ for 1,1,,'o,· ,·vLi,·\· ,·inl::t:011-: or r·u1n ietio1i~ for 

lOi which motor y('}1icle 1w:11t:-: an' 11ot a:-~t•~,.:nh!,· m1dL'1· Tt1l' 3!} <•f 

108 foe R\, ed Statute,- sli:111 not h retroactiYely ap11li<'<l hnt slmll 

109 take effect 0:1 thP cbtP of tl:l' Xew .Jer,-ey Hegi:-ter in whic-li notir-P 

110 of adoption appears or the effectiYe date set forth in tLat notiee, 

111 whicbenr is later. 

112 c. Ko motOT whicle Yiolation surcharge,- shall he ]eYird on an 

113 automobile insurane<' policy i,-,:n0d or 1e11cwet1 on or after .Jmi-

114 uary 1, 1984, except in P.c-corc1an<:c• with th0 Xew .Jersry ~Ierit 

115 Rating Plan, and all smchar;res lrYied thereunder slinll be 

116 assessed. collC'cted a1,d distributPd in accordaJlce with rnhsection h. 

117 of thi ~ section. 

118 d. The dollar amount of all wotor whicle conYictiou surrharges 

119 shall be at lea,t E'LJlliYnl•:n1 to the <liffrri.•1Jtia1 between the rates 

120 charged to insured;.; a,;; promul!.!-ntet1 by tlit• rating bureau which 

1:21 file" rat<',. for tl1e greate,-t number of ii1,urer;.; in tlw YohrnL,)'Y 

1:22 pri,·ate pa~;.en!.!-c'r autornohill' in"nranc" rnarh>t in t11i,- State and 

123 the Supplement 1 rpfr,- in 11·0 (' a,- or Dec-emlwr ?1, Hl~:'. by tLi' 

124 automobile in'-urunce plan estnhli~hed pur-~urnt to J>. L. 19i0, c. 21-"> 

123 (C. 17 :2DD-1), a1Jcl \;:c· n1:1()1;111 c:ulll'c-1il1k mH1,-r tji, 11!otor Yehil'lt 

126 co1ffictio11 surd1:11ge '-'y:e:tPllJ i11 11~(' li:,- tl11• .:ntomobile in<:urai](•e 

12i plan estal1fo,J1ed pm,-n:rnt to l-'. L. rniu. c. :21.·) ( i ·. 1, ::2::lJ-1 t:1 -, !-I 

1:28 prior to tlw irnplPrnt>11tat1011 of 1l1i-: nt•\: ,.:-;,•c•p1 1i1:1' i11 tl 1 ,1 tir-1 ~-·";:r 
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129 of operation of the N'ew Jersey .Automobile Full lnsura.1ce rn<lcr-

130 writi.n~ Association, the doll,'r ,:,mount of all motor wbicle sur-

131 charges shall be sufticient to t>liminate tlic need for imposition of a 

132 residual market equalizatio11 charg-e authorized unde1· section 20 of 

133 P. L. 1983, c. 63 (C. 17 :30E-8). 

134 e. The Commissioner of Insurance and tlie Director of the Divi-

135 sion of ~Iotor Vehicle::;, a::; may lJ-: appropriate, shall adopt any 

136 rules and regulation::; nec-:e;.;::;ary 01· appropriatc to effectuate the 

137 purpose,,; of thi:; sectio11. 

1 18. (Xew section) a .• .\.11 rnte filiugs subaiitted with regard to 

2 automobile insural!Cl' re4uired to hL· JJ:nint .. inecl by tli£' p1·oyisions 

J of P. L. 1972, c. ,U ( C. 3~ :G..-\-1 et :-e4.) ::;Jwll be iu a format af' 

-! pre~c-ril,ed hy ruh· 01· n·µ.ul.:11011 0f the commissioner. The fonnat 

;; i-Jiall require th• repo1 ti11,;.: of t1ati.l ,\liit:1, 1:1l' c-oHuni,-sioucr det>ms 

G 11ecei-!:'ary to make a Jl'tenHinatiol! pm·,uant to the proYi:,ion:, of 

7 section 4 of P. L. 1944, c. 2i (C. li:~9A-4). 

8 b. Tl1e commissioner shall adopt the format required by sub-

9 section a. of this sectio11 witliin 180 days of the effectiYe date of 

10 iliis 198G arnendatory a11d supple11w11tary act. 

1 1~1. (Xew ,-ection) a. Tlmt po1·tio11 of tlw co .. t of any excess 

2 medical expe11,-e clai1u,- }Jili<l Ly the l-11~:-tti,,,tiell Clnirn anJ Judg-

3 ment Fund pursuant to tht• proYisionf- of section 2 of P. L. 1977, 

4 c. 310 (C. 3fl :6-73.l) which is attributable to accidents reirnbUl's-

5 able under polieies is:a-ncd 1;rior to tte effedin date of this act 

6 shall be apportioned mi1011~ all inf-ure<ls elc•cting personal injury 

i protection coYera~e under either paragraph (1) or ( 2) of sub­

s section h. of :,ection 4 of P. L. 1972, c. 70 ( C'. 30 :G~\-4 ), in ac-

9 cordance with rule:- and regulations promulgated hy the Commi;;,,-

10 f'.ione,· of Immrance. 

11 b. That portion of the cost of any exces>" medical expense claims 

12 paicl by th«.> rnsati,-fietl ('}aim nnd Judgment Fund which is at-

13. ,tcibutable to accidents rcimhursahle pursuant to paragraph (2) 

14 of subsection b. of section 4 of P. L. 1972, c. 70 (C. 39 :6A-4) 

15 after the effectiYe date of tliis act shall be apportioned among 

16 insureds electing pe1·,-oual injur~· protec-tion co\·erage under para­

li graph (2) of subsection h. of !'"N·tion 4 of P. L. 1972, c. 70 (C. 

18 39 :6A-4). 

l 20. (Xew section) a. Ewry rntiu;_!· i-ystem for prirnte pa:-­

() sc:11gn aut01110Li10 con;Jll'(•hensin' in:-urm1ce c-oYera:;·c shnll pro-

3 Yide an approprint(• 11:Juetion ill prcm~urn, which shall i11 an~· 

4 L'&,-e Le not le~s thull 3~,;, nncl wh;e]i sk.1! lw bu,-ed on the insurer's 

;") or rating bnrNm 's m·tuarial Pxperie>nce, for auti-theft dedcc:-

6 which are approYed a;- elig:iiilP h~· tJi., l '01n111i:-;.io11 1 'J' of ln:anranr;' 

1 by regulation. 
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8 b. Ko later than 180 days after the effective date of this act 

9 ever~' insurer writing private passenger automobile insurance iu 

10 this State shall file the rate reduction requirE'd by subsection a. 

11 of this section with the commissio11er. 'Cpon the approval of the 

12 commissioner, the reduction shall be applied to every new policy 

13 or renewal policy of private pa6senger automobile insurance 

14 issued in this State. 

1 21. (Xew sectio11) a. Enry :rnting s~·stem for prh·ate passenger 

2 automobile i11suranc;;:• sball contain au appropriate re>duction for 

3 personal injury protection coverage, bodily injury liability cov• 

4 erage, property damage· conrage, and physical damage co,·erage 

5 for the successful completion, by the named insured or the: prin• 

G cipal operator of tbe insured automobile, ii 0tl1er than tht· nawed 

'i insured, of a motor Yehicle def en;,:i\·e drh·ing course which h: 

8 approved by the Director of tbe Division of Motor Yehicles. The 

9 reduction in premium charges shall be an amount justified b~· the 

10 insurer's or the rating bureau's actuarial experience, and shall Le 

11 available to the insured for a tbree-year period beginning witli 

12 the next succeeding policy period after the date of completion of 

13 an apprond motor vebicle def en~iYe driving course. 

14 b. The provisions of this section shall 11ot apply to drh·er train-

15 ing courses offered by drh·ing scl10ols pursuant to P. L. Hl51, 

16 c. 216 (C. 39 :12-1 et seq.), or public, parochial or priYate school 

li driving education coun:e:,., or to a DiYision of :'.\Iotor Yehicles 

18 Drh·er Improvement Program required pursuant to P. L. 1969, 

rn c. 261 (C. 39:5-30.2 et seq.). 

1 22. Section 23 of P. L. 1983, c. 65 (C. li :30E-ll) 1:- amended 

2 to read as follows: 

3 23. The producer shall receiYe commissions on associati011 busi-

4 ness in accordance with a schedule of commissions promulgated 

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

6 gated shall be designed to s<'n-e and reconcile the following ob­

i jectives: a. to encourage equal treatment of policyholders in the 

8 association and the voluntary market: b. to minimize disincen-

9 th·es to tbe placement of applicants in the voluntary market: 

10 c. to stimulate marketing efforts in unclenen·ice>d area;,:: d. to 

11 proYide reasonable compemation for :;erdces performed b~· pro• 

1~ due-er~: e. to pr0Yil10 proteetic,11 to t1,c p1·0d ic·0r 0~ J'C'C•o: tl wit1io:,T 

13 a voluntary market company, upon the ofi"er of voluntary market 

14 coYerage to an nssociation in,-;urec1; f. to pro\·ic1c· for D-n equitable 

15 rate of commission for producers during a transition period, as 

16 the term of such period is determinc·d by the board. X o rate of 
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li commission shall be less than that provided pursuant to the auto-

18 mobile insurance plan established pursuant to P. L. 1970, c. 215 

]9 (C. li:WD-1), as pa~·nl1le as of December 31, 1981. 

20 In the ei·ent tltat a volicy issued by the associatiott is cancelled 

21 by reason of ,io,ipaymenf of premium or tionpayment of an install-

22 ment payment due pursuant to an insurance premium finance 

23 agreement, the unearned commission ~hall be retained by the asso-

24 ciatio11 and tlie elfectire cance1latio11 date of the policy shall be no 

25 earlier tliai, 10 days vrior to the la~·f full day for tddch the p,·e-

2G mium 11aid 1,!' the insured .. nr-f of the 11roducer's full annual com-

2i mission, 1rould J){IY fo;· conrage on n vro rnta basis. 

1 23. Section 23 of P. L. W83, c. 65 (C. 17 :30E-13) 1s amended 

2 to read as follows: 

3 25. a. The, rates used by the associatiou shall be the same as 

4 those med by tbr~ rating bureau which files rate,; for the greatest 

5 number of insurers tramactinp: priYate passenger automobile in-

6 surance in the voluntary market in this State, except as prnvided 

7 i,1 subsection b. of tl1is section. 

8 b. No late,· than 60 doys affrr ilie ef)'ectire date of t1iis 1986 

9 mne11dafory a11a supvlc1,1c11tory net the board s71a!l eslaUisli aud 

10 shall suLmit to the commissiouer for his avproval, base rates id1ich 

11 are higher than those prorided for in subsection a. of this section, 

12 11'liicl1 shall be applied to policies covering any automobile insured 

13 by the associatio11 11.:ith o 11u111ecl in.sured or principal operator who, 

14 in the three ycnrs pcr·cdi11_t; tl1e policy yenr to u'11ich tlic rr.tc is to 

15 be applicable, has accmnulnted (1) thee chargeable accidents,· 

16 or (2) fu:o chargeable accidents nnd 11101:i11g violations for u)1ich 

17 the owner or operator 11 as t·ecei1•Pd 11i11c points.: or ( 3) one charge-

18 able accident and moriug 1·iolations for u:hicl1 the owner or oper-

19 ator has recei-ced 12 poi11fs. 

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

. 2 _ to r.ead as. follows : 

3 19. Division of Rate Counc::el: jurisdiction. a. The Division of 

4 Rate Counsel shall represent and protect the public interest as 

5 defined in section 31 of [this act] P. L. 1974, c. 27 (C. 52:27E-30), 

6 in proceedings before and nppeals from an~· State department, 

7 commission, authority, council, agency or board charp:ed with the 

8 regulation or contrnl of an~· business, indu,atry or utility regarding 

9 a requirement that th 1)nsines~, indu~try or ntilit~,- proYide a -,cr-

10 vice or regarding the fixin~- of a rate, toll, fare or charge for a 

11 product or sen·ice. The Dh·ision of Rate Counsel n~ay hitiate 

12 [any such] these proceedings when the director determines that 
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13 a discontinuance or change m , required service or a rate, toll, 

14 fare or charge for a produet or ser\"ice is in the public interest. 

1.'.i b. Xoticithstanding the vrorisions of subsectiotz a. of this sec-

16 tion, the Dirision of Rate Counsel shall be vro7,ibited from int.e,·-

17 t•eni11g in any proceeding i,wolt,ing a motor t•ehicle insurance rate 

18 filing which resu.lts in an overall rnte decrease for the filer; or in 

19 a motor 1.·elticle ins11ra11ce rate filing which contains a rate increa.se 

20 1chicl1 resuTts i1i rates being 1·e.qforetJ 11p to t71e let·el which had been 

21 11rcriouf'ly apprond hy the coi//i.,issioner within 18 months of the 

22 making of t],e filing. 

1 25. (New section) EYery in-urer writing priYate passenger 

2 automobiie insurance in this Stute, inc-luding the New Jersey Auto-

3 mobile Full Insurance• rndnwrifo1g Ai-;.ociation creat-·<l pursuant 

4 to section 16 of P. L. 19S3, c. 63 (C. 17 :30E-4), sLall, upon the 

5 canc-ellation of nny r.ntomolJik• insurance poliey required to be 

6 maintained pursuant to the provision~ of P. L. 1972, ~- 70 (C. 

7 39 :6A-1 et seq.), send to the DiYision of :\Iotor Yehides, on a form 

S prescribed by the di·ds~on, a notice of the cancellation, together 

9 with the license plate and regic,tration numbers of the vehicle or 

10 Yeliicles insured by the pol;cy. Tl:e diYi,:ion slrnl1 then notify the 

11 p01·son whose polic~· was cancelled that be shall be subject to a 

12 fine of $300.00 and su,1wrn-ion of hi,· drh·er's license if proof of 

13 insurance is not fil€'c1 with tht> c12,·i1-1on witl,in 30 days of tlw noti-

1.J. fl.cation. 80% of any fine co1lectC'd pnr1-uant to this section shall 

15 be forwarded to thci Xew .fo1,0y Automob;Je Fnll Inrnr:mce l:n-

16 derwriting Association and 207c shall be retain~d by the diYision 

17 to defray ib expense:". 

1 26. This act shall take effN•t immedir.t.Jy and ~hall remain in-

2 operatiYe until July 1, 1987. 

STATE~IEXT 

This bill embodies the recommendations of the Senate Special 

Committee on Automobile Insuranf'e Reform. rnder tbe proYi­

sions of the bill, the mandatory personal injury protection benefits 

would consist of a $10,000.00 medical expense henefit. Additio11al 

benefits. such as wage loss bPnefits and essential services benefits, 

would bP optional, as would unlimited nwdical benefits. 

The bill proYides for a tort threi-1,old of $500.00, in place of 

the pre'-'ent $200.00 basic tbrec;:holcl amount, and a verbal threshold 

would be proYided as an optional threshold. The present higher 

dollar threshold option "·ould be eliminated. 
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The bill provides for a medical fee schedule for physicians, 

which would be establi5hed by the Commis:;ioner of Insurance 

on a regional basis. 

The bill prohibits the Public AdYocate from intervenin,!.'. in any 

rate filing which results in an overall rat0 decrease, as well as 

any rate filing which result" in rates being- restored to a lPYcl 

which had been previou,;;ly ap11ro,·er1 within au 18-month period 

of the filing. 

The bill rnodifie,: the present law which regulate'- nonrene"·&l 

of policiei:' to permit limited nourene,rnl. 

The bill reduces the amount of the merit ratin!.! "'l11'c-1H:rges 

wliicl1 are permitted to LC' 1 ctainec1 by tLe Divi..:ion of :.Iotor 

Vehicles. The bill also inc-reases the penaltie::: for t1J(• failure to 

maintain i11rnranee coYera~c. Pn,cbur,-' e:011111;;~<011,- on .H-.\ 

busines,: would be required to lie ful}y earned. 

In addition, the bill would increa,:e the number of automobile• 

cases which are to be arbitrat<>d hy requiring arbitration for ull 

cases of $20,000.00 or less. Insurers would he required to proYide 

discounts on compre hen,:iye roYerag<>s for anti-theft <lC'Yic·es and 

would ht> required to giw discounts for in..:urecl, wl10 take <l0-

fensiYe dri,ing courses. 

IXSrRAXC'E-A rT0:'.\1 OB ILE 

Amends the no-fault law i11 arc>ordmJC•P "·ith Senate Spec·ial 

Committee on Automobile• Jn;..urnnee Reform report. 



SENATE RESOLUTION No. 61 

STATE OF NEW JERSEY. 

INTRODl'CED OCTOBER 2, 1986 

By SeHators LASE:IX, COXXOTIS, E"\YIXG, )lcXA)L.\RA, DORSEY, 

DALTOX, JACK)IAX and ORECHIO 

Referred to Committee on Labor, Industry and Professions 

A SENATE REsoLuno~ establishi11g a colllluissiou to study manda­

tory motor Yehicle liability insurance. 

1 \VHEREAS, Tl11:- .Ke"· Jersey Legislature adopted mandatory auto-

2 mobile liability insurmwe i11 l!li2 as part of the establishment 

3 of the no-fault system; and 

4 \\'HERE.AS, In the years since the adoption of no-fault, there haYe 

5 bee11 e\·er-iucreasi11g numbers of uniHsured <lriYers ill the State 

6 as the cost of insurance iuereases; a11d 

7 ,YHEREAS, As a result of the automobile insurance risk classifica-

8 tion system preseJJtly il! use in the State, the driYers who pay 

9 the highest insuraJJce premiums ~r" frequently those with tlic 

10 fewest assets to protect and, therefore, the least i11 need of 

11 liabilty con.:rage; and 

12 "\\~HEREAS, Became certain other stat"s ]rnYe seen fit to abolish 

13 mandatory Jia bi lit:, i1isurance, it "·ould seem necessary for th<' 

1-! Legi,;lature to reexarni1w tliP operation of the mandatory lial,ility 

15 system in this State; no"·, therefore, 

1 BE IT RESOLYED by the Senate of the State of Neu· Jersey: 

2 1. There is created a commission to study the feasihility of elimin-

3 ating mandatory motor ,·ehicle liability insurance in Ne,Y Jersey, 

4 which shall consist of fiye memhers to be appointed by the President 

5 of the Senate as follows: two members of the Senate, of different 

6 political parties, who shall sene <luring the two-year legisatiYe 

7 session during wbicl1 they are appointed; one attorney, one re-
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8 presentative of the insurance i11dustry; and one public member. 

9 Vacancies in the membership shall be filled in tl1e same manner as 

10 the original appointment. 

1 2. It shall be the duty of the commission to study the operation 

2 of the present mandatory liability insurance requirement for motor 

3 vehiclPs in this State, and to study the feasibility, and the effect, 

4 of elimiuating that requirement. 

1 3. The commission shall organize as soon as possible after the 

2 appointment of its members and shall elect a chairman and a vice 

3 chairman from among its members. The chairman shall appoint 

4 a secretary who need not be a memher of the commission. 

1 4. The commission shall be entitled to call to its assistance and 
2 avail itself of the services of employees of any State, county or 

3 municipal department, board, bureau, commission or agency as 

4 it may require and as may be available to it for its purposes. Tl1e 

G commissiun shall further be entitled to employ counsel and steno-

6 graphic and clerical assistants and to incur traveling and other 

7 misce1laneou..: expenses as it may deem necessary in order to per-

8 form its duties, and as may be within the limits of funds appro­

!J priated or otherwise made available to it for its purposes. 

1 5. The commission shall report its findings, cm1e:lusions and r<'-

2 commendations to the Governor aud the Kew Jersey State Senate 

3 as soon as practicable, but no later than OlH:' year following the 

4 enactment of this resolutio11. 

1 6. The commission sha11 have all of the powers provided by 

2 chapter 13 of Title 52 of the Revised Statutes. 

1 7. This resolution shall take effect immediately and shall expire 
n one year after enactment. 

STATEl\1ENT 

. This. resolution estabishes a commission to study the operation 

of the mandatory motor vehicle liability insurance law and the 

feasiblity of eliminating mandatory liability insurance. 

IXSURAXCE-PROPERTY A...'\'D CASFALTY 

Establishes colllDlission to stuJy mandator~' motor vehicle liabilit~· 

insurance. 
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SENATOR RAYMOND LESNIAK: May I have your attention, 
please? We are going to start the public hearing. We don't 
have a quorum of the Committee as of yet, but since we won't be 
voting on any particular bills today, that won't be necessary. 
This hearing will go today until 12:30. At that time, a 
decision will be made as to whether we will reconvene after two 
o'clock this afternoon. 

If there is testimony that is going to be cumulative 
in nature, we will accept your written testimony and will ask 
you please to summarize your remarks, because I believe, as I 
see the proposed witness list, that many of you will be voicing 
the same concerns or views with regard to the Special 
Committee's report and the legislation that has been introduced 
pursuant to it. 

We haven't heard from the Commissioner's office or the 
Public Advocate's office as to whether they will be testifying 
today. I have spoken to Commissioner Merin about this report, 
and it was my understanding that he would have someone from his 
Department. I think we can safely categorize his opinions 
about the report as being positive, and that he has additional 
recommendations with regard to the JUA that we will be dealing 
with in the near future. 

We will start off with Mike Velotta. Is he here, from 
Allstate Insurance Company? (negative response) How about 
William Vowteras, Professional Insurange Agents? (no 
response) I'm striking out. Okay. Thi rd, Vincent Maressa, 
Executive Director of the Medical Society of New Jersey? (no 
response) No one's here. Boy, we are going to go through this 
list quick. 

FROM AUDIENCE: I'll get Mike Velotta. 
SENATOR LESNIAK: We're not waiting, thank you. 

Joseph O'Donnell, New Jersey State Bar Association. 
J o s E P H o' D O N N E L L: The New Jersey State Bar 
Association thanks the Committee for our opportunity to comment 
on the proposed bill. 

l 



First, I would like to tell you that the State Bar 

Association supports this Committee's recommendation that 

personal injury protection benefits be mandated in the amount 

of $10,000. However, it believes that steps should be taken, 
also, to establish a catastrophic loss fund. The Association 

recognizes that providing unlimited PIP benefits is extremely 

costly and unnecessary for many people. It has been estimated 

that approximately 85% of the public gets most of its medical 

expenses paid promptly by health insurance coverage, Medicare, 

or Medicaid. Unlimited PIP benefits are expensive. They are 

duplicative coverage. Also, PIP coverage has skyrocketed since 

the enactment of the original no-fault laws, with its share of 

the premium dollar risk rising from 5% to 21%. 

However, at the same time, we think some provision 

should be made so that those catastrophically injured who do 

not have other coverage, can get their medical expenses 

reimbursed from a catastrophic loss fund, to be financed by an 

assessment of $10 or less on every policy written in the 

State. The catastrophic loss fund would cover their medical 

expenses, for instance, over $100,000. 

We also believe that some thought should be given to 

offering motorists choices other than the $10,000 in coverage, 

or unlimited coverage. Perhaps coverage of $50,000 or $100,000 

should also be available for people who want more than the 

minimum $10,000 coverage, but need less than unlimited coverage. 

On the issue of the threshold, the State Bar 

Association has long been opposed to the imposition of a verbal 

threshold. We still believe that the least expensive system is 

one that limits the no-fault concept. We recognize that an 

optional verbal threshold is a viable alternative to mandating 

a verbal threshold, but we question the need for altering the 

present system. We believe that enactment of a verbal 

threshold will not result in significant rate reduction in 

return for eliminating an accident victim's right to hold 

2 



accountable a negligent driver. It would be a poor choice for 

many policyholders to make. 

Recent actions by the Commissioner of Insurance 

calling for many leading insurance companies to rebate premiums 

because of their excessive or substantial profits, demonstrate 

that companies are prospering under the current system, and 

raise some question for the need to revise the current system. 

The Royal Insurance Company is rebating $82 in excessive 

profits to policyholders. The Department of Insurance 

anticipates that companies such as Allstate, State Farm, and 

Liberty Mutual will go from having substantial profits this 

year to excessive profits next year. 

It is important to note that these excessive prof its 

do not even include investment income. Why, then, alter the 

current system under iNhich the companies are prospering and 

under which there has not been any rate increases in the last 

three years? In testimony before the Senate Special Committee 

on Auto Insurance, a Prudential Insurance Company actuary 

indicated the savings from a verbal threshold wou 1 d be very 

small. Similarly, in testimony before the Assembly Insurance 

Committee, representatives from Al 1 state and State Farm quoted 

savings from a verbal threshold no greater than under the 

current system. The amount of savings would be the same as a 

motorist could currently get by voluntarily choosing the higher 

dollar option available. 

Right now, if a persor: voluntarily chooses the $1700 

threshold, he will receive a 35% reduction in the bodily injury 

portion of the premium. The insurance company representatives 

testified in the Assembly that under a mandatory verbal 
threshold, a person would receive the same 35% reduction in the 

bodily injury portion of the premium. This also raises 

questions as to the desirability of people choosing a verbal 

threshold. 
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If there is to be an optional verbal threshold 

offered, we believe it should be a fair one. The verbal 

threshold as presently drawn will almost certainly exclude 

people who have suffered fractures and many people who suffer 

permanent 1nJuries from having the right to make a claim 

against the negligent driver. We believe that any verbal 

threshold should have additional language added, permitting 

victims suffering from fractures and injuries resulting in 

permanent di sabi 1 i ty or permanent loss of bodily function to 

also have a right to make a claim against a negligent driver. 

Broken ribs, concussions, separated shoulders, and the like, 

are serious injuries 

enact a threshold 

in and of themselves, and we should not 

so severe as to virtually eliminate 

compensation in these types of actions. 

Many people choosing the verbal. threshold as is 

currently the case under the $1 700 threshold will not realize 

that these types of injuries will not generally be 

compensated. Fractures are not frivolous or fraudulent 

injuries, and an injured victim should not be precluded from 

obtaining fair and reasonable compensation. 

Senate Bill 2594 gives people the right of choice by 

being moderately 1 imi ted 

suit. It is making it 

in a suit or severely 1 imi ted in a 

more difficult for those who have 

moderate injuries to seek compensation, while raising the basic 
threshold to $500. Therefore, on the verbal option end of the 

spectrum, we should strive for fairness in permitting victims 

to hold a driver accountable for causing fractures and other 

injuries which can cause a permanent loss of a bodily function. 

At this point, the only other comments we have concern 

raising the limit of arbitration from $15,000 to $20,000. The 

State Bar Association has long been an advocate and in the 

forefront of alternative dispute resolution. Hundreds of 

attorneys currently participate in our arbi tr at ion programs. 

We believe, however, that the current arbi tr at ion program has 
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only been in existence a relatively short time and must be 

evaluated further before it is expanded. I also note here that 

the Administrative Director of the Courts is undertaking a 

large program to study the arbitration system in our courts. 

The ref ore, it would be wise to await the evaluation of the 

current auto arbitration program that is being undertaken. If 

the study shows that refinements need to be made to the 

program, it will be expanded. 

There are very real problems in dealing with the 

number of arbitrators that are available. Currently, the 

number of arbitrators has been stretched to the limit, and 

there is a problem finding qualified arbitrators to run the 

program. Expanding the level of arbitration will exacerbate 

this problem. This issue needs to be addressed before the 

program is expanded. The Legislature could easily vote to 

extend arbi tr at ion at a later date when we have more evidence 

of how successful the program has been and what steps are 

needed to improve it. 

I thank you for listening 

consideration the views of the State Bar 

SENATOR LESNIAK: Thank you, 

testify will be Mike Velotta from 

Company. 

and for taking into 

Association. 

Mr. O'Donnell. Next to 

the Allstate Insurance 

M I C H A E L 

Committee: My 

VELOTTA: Mr. Chairman, members of the 

name is Mike Velotta. I am with Allstate 

Insurance Company from our home office 

Illinois. I appreciate the opportunity to 

Allstate's views on Senate Bill 2594, which 

Committee this morning. 

in Northbrook, 

share with you 

is before the 

We are concerned in New Jersey to make automobile 

insurance a product that is affordable for our customers, 

available for our customers, and is the best system in New 

Jersey, such that competition becomes the order of the day in 

the marketplace, something that is quite a bit different than 

we view things today in New Jersey. 
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We applaud Senator Dalton's Committee, the Special 

Committee on Automobile Insurance. We think they were right on 

in addressing the major problems that confront the automobile 

insurance market today. They addressed the cost system, 

looking at the threshold issues, the issues on the amount of 

PIP available. They addressed what we think is maybe one of 

the largest problems in the insurance marketplace today, and 

that is the fate of the New Jersey Automobile Full Insurance 

Underwriting Association. They also addressed looking at ways 

of improving the voluntary market in New Jersey. 

I would 1 ike to just spend a few minutes commenting 

upon some of the views that we think are important. In the 

area of cost containment, the Committee looks at the verbal 

threshold and increasing the rates to a $500 threshold, with a 

verbal optional. Allstate Insurance Company still believes -­

as we have in the past, however many years this debate has been 

going on in New Jersey -- that the most effective way to 

balance the costs of the no-fault system in New Jersey is to 

enact a unitary verbal threshold, a strong verbal threshold. 

It is a way to balance the benefits with the costs of the 

system. It is an argument that you have all heard and that has 

been going on. 

way. 

We are still convinced that that is the same 

I would like to just address the one point, why do we, 

as an insurance company, care? The former speaker indicated 

that we are making out all right under the current system. The 

way things have changed in the marketplace in the last couple 

of years, that is true. Frankly, we would probably make just 

as much money under one system as the other, so why do we 

care? We care because of the cost of the product that we have 

to deliver to our customers; that is, the insurance consumers 

in this State. We are the ones who have to send out that bill 

every month, or every six months, to our policyholders. We are 

the ones who they get angry with when they see the cost of 

their insurance. 
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SENATOR LESNIAK: What is your objection to freedom of 

choice, the consumers' right to choose what their product 

should be and what their costs should be? 

MR. VELOTTA: Senator, I have absolutely none; 

absolutely none, if it is an effective way and an informed 

choice. You have the choice right now of the $200 threshold or 

what is now the $1700 threshold. Right now, the consumers we 

have have picked somewhere in the range-- Seventeen percent of 

them have elected to reduce their costs by taking the higher 

threshold, the $1700 threshold. Eighty-seven percent have 

taken the higher threshold. 

SENATOR LESNIAK: Eighty-seven percent have retained 

the lower threshold. 

MR. VELOTTA: Yes, the lower threshold. 

SENATOR LESNIAK: Eighty-three percent. 

MR. VELOTTA: Seventeen and 83, right. 

math major, Senator, sorry. 

SENATOR LESNIAK: Okay. 

I am not a 

MR. VELOTTA: What troubles us about that is, we have 

commissioned two studies in the last two years by the Gallup 

Organization to help us, and then the second one with us and 

State Farm, to try to find out consumer attitudes, what they 

think about insurance and insurance products. The Star-Ledger 

Eagleton Poll has come out. Triple A has conducted another 

poll. What is amazingly consistent among all of those polls 

when they have asked consumers, "What are effective ways of 

reducing the costs of the system in New Jersey?" is that 70% to 

80% have responded that the way to do it is the verbal 

threshold. What that says to us is that there is a great 

problem with the way things are set up right now, with having 

to make all of the choices. People, when you ask them ways to 

save costs, 70% -- 65%, 70% -- in all of those polls have 

responded that the verbal threshold is an effective way. Yet, 

when they make their own election on their policies, they are 

choosing the higher threshold. ~hat that says--
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SENATOR LESNIAK: I am familiar with those polls as 

well, and what that tells me is that when the consumer has to 

make that decision, and when he has the choice of saving "X" 

amount of dollars or choosing the higher or lower threshold, he 

has made the decision, in most regards, to have the lower 

threshold when confronted with specific savings. In the 

abstract, you're right. Consumers have obviously said that the 

verbal threshold is preferred. But, when they have to make the 

decision as it affects their lives, they have made that 

decision, and that is the more specific decision. Don't you 

think that that is the more accurate way to ascertain what is 

in the mind of the individual consumer? 

MR. VELOTTA: Senator, I don't. I disagree with that. 

SENATOR LESNIAK: Why is that? 

MR. VELOTTA: The system right now is so complicated. 

Each time a person has to choose, there is the .verbal threshold 

choice, there is the option of which PIP benefit level to pick, 

there is the 20% offset to choose from. There are about-- I 

have forgotten the number. Looking at the form that the person 

has to choose from, it is so complicated that I submit, 

Senator-- What the statistics speak to me is that we have made 

the system so complicated that people don't understand, and 

they just go with what they've got. I submit to you--

SENATOR LESNIAK: How long has this system been in 

place? 

MR. VELOTTA: July, 1984. I think that is when it 

I think went into effect. That is my recollection, 

the bills were passed in '83. 

Senator. 

SENATOR LESNIAK: And 

percentage 

inception? 

of people choosing 

has there been any change in 

different options since its 

MR. VELOTTA: Very, very slight. I think our numbers 

indicate that there has been an extremely smal 1 creep up, or 

change, in our book of business. 
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SENATOR LESNIAK: So, you don't think that the 

consumer is intelligent enough or concerned enough about what 

he is spending to make this choice? 

MR. VELOTTA: Senator, I think we have made the system 

so complicated that we have frustrated their attempts to make 

educated choices. I mean, that is one of the--

SENATOR LESNIAK: You would replace that with no 

choice? 

MR. VELOTTA: Wel 1, I submit to you, 

there is a way in Senate Bill 2594, on the PIP 

is an interesting philosophy switch, in that the 

Senator, that 

option. There 

philosophy --

as I have understood it personally from Senator Dal ton-- The 

philosophy is that we want to present to the consumer the 

lowest cost package available; that is, we want to make it a 

$10,000 PIP benefit. It is going to be medical only. Onto 

that package the::: the consumer can add different degrees of 

coverage, both for the additional services and for higher 

amounts. The philosophy was to save money by presenting the 

smallest cost park age as being the standard package, and then 

you table your needs upward. 

On the verbal threshold, there is a 180 degree 

switch. The most expensive piece of the package, that is, the 

$500 threshold, is what everybody is required to have. Then if 

they want to do it, they can save themselves money by going 

down. I submit that is absolutely inconsistent. If there is 

to be--

SENATOR LESNIAK: But the Dal ton bi 11 doesn't address 

the other options that are 

higher coverage, if you will, 

MR. VELOTTA: Are 

damage part of the package? 

in the current law that have the 

to be the standard package. 

you talking about the physical 

SENATOR LESNIAK: Yeah, the other options, under the 

current law. 

MR. VELOTTA: That is correct. 
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SENATOR LESNIAK: So what we ought to do is be 

consistent one way or the other. 

MR. VELOTTA: I wouldn't have any problem with that, 

Senator. But I submit to you that, again, the most effective 

way, I think, of cutting down the BI portion of the premium -­

and that is really al 1 we are addressing, the threshold -­

would be to have a unitary verbal threshold, as in the Assembly 

bill that is currently pending before the Committee. 

SENATOR LESNIAK: Does Allstate have any views on the 

report other than on the verbal threshold? 

MR. VELOTTA: Yes, Senator, we do. We think one of 

the major cost-containment issues that the bill does address is 

the limitation on PIP, the recommendation to go to a $10,000 

limitation at some point, and then offer unlimited medical. We 

agree that there ought to be such a selection. We would 

suggest that instead of offering the unlimited medical, as Mr. 

O'Donnell indicated, that maybe some sort of catastrophic 

pooling at some level -- $100,000, or whatever level -- might 

be appropriate, funded from some mechanism other than 

insurance, such as a catastrophic pool, as is in place now in 

Pennsylvania. 

SENATOR LESNIAK: How is that funded? 

MR. VELOTTA: Right now-- Just to explain the system, 

right now insurance must offer everybody $10,000 worth of PIP 

coverage. Between 10,000 and 100,000 companies offer that 

coverage, or persons can go through their health care, or 

however they do it. At $100,000, I think the fee is collected 

by what would be equivalent to the DMV. It's either five or 

seven dollars. So, all PIP claims over $100,000 are funded out 

of what is called the "CAT Pool" in Pennsylvania. That fund is 

administered by the state, and is funded through the--

SENATOR LESNIAK: Through the Division of Motor 

Vehicles? You wouldn't recommend that we do that, would you? 
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MR. VELOTTA: I make no recommendation, other than 

there ought to be some State entity to handle that, Senator. 

So, we view that provision in the bi 11 as extremely, 

extremely important, and a point that this Committee ought to 

seriously consider. 

The next major point I would like to address about the 

bill is the financial condition of the New Jersey Automobile 

Full Insurance Underwriting Association. Its financial 

condition is a disaster at the present time. Right now, the 

State itself is running the fifth or sixth largest insurance 

provider in the United States. It is also the most insolvent. 

Right now, as of June, 1986, it has a deficit of $750 million 

looking at it. At year-end 1985, the deficit stood at $597 

million, an increase of over $268 million from 1984. The 

anticipated deficit at year-end 1989 is $1.8 billion. 

Even looking at it on a cash flow, that is, just 

matching what is going in and what is coming out, there is a 

serious problem. In 1986, it will pay out in costs and 

expenses $66 million more than it rec0;ves in in all of its 

revenue sources. In 1987, that number goes to $177 million. 

By_ 1990, the amount is $377 million. Cash, that is, the cash 

flow balances, becomes negative somewhere in 1988-1989. That 

is money that it pays its claims and expenses with. It has to 

come from somewhere because at that point the cash from 

reserves is gone. So, I think 1 i ter ally and this is a 

figure of speech -- but literally, the house is on fire for the 

JUA. There is a real problem. We commend Senator Dalton for 

addressing that problem. I think his report addresses the 

problem. 

Our problem is that the solutions, the suggestions 

that are in Senate Bill 2594, are akin to putting a Band-Aid on 

an arterial wound. Something needs to be done; something 

drastically needs to be done ~ith that. It needs more revenue 

from some sources, and it needs to cut its costs in order to be 
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around to pay claims as they start to come due in the 1990s and 
thereafter. 

We would suggest that there are a nwnber of sources. 
The main revenue sources suggested in the bill are: the more 
effective collection of surcharges, second tier accidents for 
the truly bad risks -- that is, somebody with three accidents 
or equivalent kinds of risks -- increased revenue from fines 
for failure to maintain insurance, and the fully earned 
commission portion of unearned premium to go to the JUA. 

The kinds of dollars we are talking about, the deficit 
of the Underwriting Association, are such that those kinds of 
solutions are simply just not enough. They don't do it. They 
don't raise the kinds of revenue that need to be raised. 

SENATOR LESNIAK: Do you have solutions? 
MR. VELOTTA: We would recommend several sources of 

both increasing revenues and cutting costs. We suggest that 
some sort of per-vehicle charge over and above the current up 
to $70 policy constant that is charged needs to be charged. We 
just suggest a number, like $75, start being collected now, 
because that $75 can cut down the deficit in the future because 
it will earn investment income. If you wait until 1990 when 
al 1 the cash is gone, so that there are no reserves to earn 
investment income, the amount of money needed per car will be 
$200 to match the claims payments and expenses and other 
sources of income. If you collect $75 now, it starts earning 
investment income and cuts down that need at least to a level 
that is a little bit more consistent. 

We suggest a more comprehensive surcharge plan. Right 
now, the surcharge for accidents doesn't kick in until you get 
six points. We suggest lowering that. Make the two to three 
points $50. Make four to five points $75. Another source--

SENATOR DiFRANCESCO: Why would you say such a thing? 
SENATOR JACKMAN: Where are you going to stop it? 
SENATOR DiFRANCESCO: How could you say such a thing? 
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SENATOR JACKMAN: Holy God Almighty. You guys have to 
be kidding. 

MR. VELOTTA: You need income. 
SENATOR Di FRANCESCO: Why do you need it at the 

expense of someone who makes a mistake for the first time in 25 
years? 

MR. VELOTTA: Senator, would you prefer the $200 per 
car for the absolutely innocent person somewhere down the road? 

SENATOR Di FRANCESCO: I don't pref er what you just 
mentioned, no. 

MR. VELOTTA: I understand that, but my point is--
Senator, you know, this is not our thing to run. 

SENATOR DiFRANCESCO: I know that. 
MR. VELOTTA: We, as board members, have been given 

the obligation to run it like an insurance company. All I am 
telling you as an insurance person is that the thing needs more 
money. If you have some creative suggestions, help us. That 
is what we want, Senator. We are looking for ways to generate 
revenue for this thing that will have horrendous cash needs in 
the future. 

SENATOR LESNIAK: Do you think that your servicing 

carriers can give up some of the revenue they are getting? 
MR. VELOTTA: Senator, if we can find out exactly what 

it costs us, and I am frank to admit that we are not as 
sophisticated as everybody thinks we are-- If we can find out 
that level where you break even from being a servicing carrier, 
and if that level is below what we are currently charging, I 
think the answer is clearly yes. If the answer is no-- I 
mean, you know, we are not an eleemosynary organization. We 
need to at least be reimbursed for the costs we have. We added 
about 50% to our claims staff and our processing people to 
order to handle the business when it started getting generated, 
so we've got to pay for those costs. 

SENATOR LESNIAK: Are you keeping your claim figures 
for JUA separate from your voluntary ma~ket? 
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MR. VELOTTA: Yes, sir. 

SENATOR LESNIAK: Are all the servicing carriers doing 

that, do you know? 

MR. VELOTTA: I can't answer that question, Senator. 

I do not know. 

Senator, in answer to your question, the surcharge is 

just a suggestion; take it or leave it. 

SENATOR DiFRANCESCO: Give me other alternatives. 

Forget that one. 

MR. VELOTTA: 

source of revenue. 

I am just suggesting that that is a 

SENATOR DiFRANCESCO: I know it's a source of 

revenue. It's also a sore point with the--

MR. VELOTTA: The thing needs money. Senator Lesniak, 

I'll answer your question; I'm sorry. 

SENATOR LESNIAK: The other quest ion I was going to 

ask is, do you believe the agents ought to receive the same 

commission for writing a policy initially as for a renewal? 

MR. VELOTTA: Senator, I'll answer that by saying, we 

have built our business in the voluntary market on the concept 

that we want to compensate our agents more for the new 

business, because it costs more to acquire it. We pay them 15% 

commission for new business, and -- you caught me -- I think 

it's 7% or 7-1/2% on renewal business. I think that is 

consistent with a lot of other insurance companies. It's for 

our kind of business. I mean, the agency system is different, 

and I don't want to speak to that. But, our direct kind of 

agents-- So, it makes sense in a 

business entity, to do it that way, 

same principle could apply to the JUA. 

voluntary market, as a 

and I suggest that that 

SENATOR LESNIAK: Under the current law, the 

Commissioner does not have the power to do that, does he? 

MR. VELOTTA: That is correct, Senator. I believe the 

statute says he can't pay less than 11% commission. 
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SENATOR LESNIAK: Well, less than what they were 
getting for the assigned risk plan, which was 10%. 

MR. VELOTTA: The assigned risk plan was 10%, yes, 
sir. So, that is in the area of cost. But, let me just finish. 

Another way to look at ways to generate revenue is the 
overall rate level. We would suggest that one thing to look at 
would be to raise the rate level for the JUA generally. Make 
it above the voluntary market. This would do two things: One, 
it would increase the revenue that comes into the JUA. The 
second thing is, it would create the economic incentive for 
people to shop and try to find insurance carriers in the 
voluntary market who wi 11 write them. Besides that, it is 
warranted by the experience. 

We know that back a year and a half ago when we 
started taking what we considered the best -- tried to get some 
of that best business that was written to the JUA and write 
that on our voluntary book through our agents, we did that. 
That business, which was clean -- I mean, absolutely clean-­
You gotta remember, 80% of the business in the JUA -- no 
accidents, violations, surcharges, anything, for the last three 
years. Even that same business that we write is 22% to 30% 
more costly to us than the new business we write just in the 
general voluntary market. The business out of the JUA is 
business that is more costly to write. It is business that has 
worse experience, for whatever reasons. We don't know if we 
can quantify why. It is just a fact. The fact is, it is 20% 
to 30% more costly than the regular business we write in the 
voluntary market. It needs to be written at a rate level above 
the voluntary market. 

So, we would suggest that that is another thing, that 
there can be that--

SENATOR JACKMAN: 
accidents? 

Even though they don't have any 

MR. VELOTTA: Senator, absolutely, absolutely. 
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SENATOR JACKMAN: What is the criteria? If they don't 

have an accident-- I'm a perfect driver. I have everything 

going for me. Over the last 10 years I have been in the JUA, 

and then I go into your market and it should be higher? Why? 

How do you write the voluntary market? How do you separate 

it? I don't get it. Or, is there collusion, would you think? 

Would there be a little collusion, just a little bit? 

MR. VELOTTA: None. 

SENATOR JACKMAN: No. I didn't think there would be. 

MR. VELOTTA: None, Senator. 

SENATOR JACKMAN: Well, I get a little disturbed when 
I hear somebody tel 1 me when you are in the JUA and you've 

never had an accident, had nothing coming do\o.n, and yet you 

have to pay higher than the voluntary market. How do you judge 

the voluntary market? 

MR. VELOTTA: Senator, that creates the economic 

incentive to find that place in the voluntary market, through 

your agent--

SENATOR JACKMAN: But you just got done telling me 

before that you took the best of the JUA, none of them had any 

accidents, nothing. Why would it cost you 22% more to--

MR. VELOTTA: We don't insure them at 22% higher. 

They are charged the same rates as our other voluntary 

business. It costs us more. 

SENATOR DiFRANCESCO: Chris, I don't know if you were 

in the room, but he started out by telling us how much the JUA 

was in the red. Were you here when he started? 

SENATOR JACKMAN: No, I wasn't. 

SENATOR DiFRANCESCO: It was some phenomenal amount of 

money -- $700 million. 

MR. VELOTTA: It's $750 million at this point. What's 

$50 million? 

SENATOR DiFRANCESCO: This was one of the ways he was 

suggesting -- when I stopped him -- to make up the deficit. 
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SENATOR JACKMAN: Well, you might as well put 

everybody in the JUA then. 

MR. VELOTTA: You've got 50% of them there now, 

Senator. 

SENATOR JACKMAN: Well, put the other 50% in. That 

way we would have no problem. Then you would be writing no 
voluntary insurance. 

SENATOR LESNIAK: We haven't thought about that. 

MR. VELOTTA: Senator, are you going to start funding 

that out of general revenues? 

SENATOR JACKMAN : No, no, I'm just saying, the way 

you're talking, maybe 1-- All I know is, when I go back home, 

and a guy comes to me and says, "Hey, Jackman, take a look. 

There's another $100 increase, and I've still got a perfect 

record." How do you justify it? 

MR. VELOTTA: You don't. Senator--

SENATOR JACKMAN: How do you tel 1 that guy, "I don't 

know." 

MR. VELOTTA: Senator, that was--

SENATOR JACK?l'iAN: The guy would say, "What the hell 

are you doing down there?" 

MR. VELOTTA: Senator, that was exactly my--

SENATOR LESNIAK: Wait, wait, wait. Mike, please. I 

thought we hadn't had any rate increases for three years, so 

what is he talking about? 

SENATOR JACKMAN: You gotta be kidding, we had no rate 

increases. 

SENATOR LESNIAK: We have had no automobile insurance 

rate increases for three years, Chris. 

SENATOR JACKMAN: I ' 11 bring it down to you and show 

you where a guy got a $100 increase in his--

SENATOR DiFRANCESCO: We haven't had a rate increase 

for three years? 

SENATOR LESNIAK: Isn't that correct? 
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FROM AUDIENCE: That is incorrect. 

SENATOR LESNIAK: That's incorrect. 

SENATOR JACKMAN: You better believe it's incorrect. 

SENATOR LESNIAK: Who is speaking? 

THOM AS GERO SOLINA (speaking from audience): My 
name is Tom Gerosolina. I am an insurance broker from Economy 

Brokerage. It is true that we haven't had a dollar amount 

increase on insurance premiums, but it is not true because when 
you have your '86 car--

SENATOR LESNIAK: It's true but it's not true? 

MR. GEROSOLINA: Yeah. When you have your '86 car, 

sir--

SEl~..;:roR LESl, .i.hK; Yes, yes. 

MR. GEROSOLINA: Last year you were paying a certain 

rate. Now your car is cheaper this year -- okay? -- and you 

are still paying last year's rate. So, in essence, you are 

paying the same amount of insurance to cover a less of a risk. 

So, therefore, your insurance is cheaper. 

SENATOR LESNIAK: We have just found out in the 

discussion how no increase is an increase. (laughter) 

Nineteen eighty-four has arrived and come and gone. Okay, no 

more open questions. Mike, are you--

MR. VELOTTA: Senator, that is exactly-- That was the 

first part of what I was trying to address when you were not in 

the room -- what we need to do. The other half of the equation 

is to cut the costs that not only the JUA pays, but everybody 

else. We suggest there are a number of ways. One of them is 

the verbal threshold; the other is tort reform. There are some 

general bills pending on civil justice. Those are the kinds of 

things, and keeping the expenses of the JUA lower through a 

number of means. 

So, there are two sides to the equation. One is more 

revenue, and two is to cut the costs. 
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SENATOR DiFRANCESCO: Mike, could you be more specific 
about cutting the costs? You mentioned tort reform. You 
mentioned verbal threshold. Mention a few others. 

SENATOR LESNIAK: How about company efficiency? How 
can we increase competition in the industry to bring down the 
internal costs of the industry? 

MR. VELOTTA: That is the third part of what I would 
like to address -- it's in the bill -- to create a healthy 
marketplace in New Jersey. There needs to be-- We think that 
consumers benefit most from competition; that is, where 
companies are in the marketplace trying to write business. It 
becomes price competition; it becomes selection competition. 
We think that is beneficial to the consumers. 

SENATOR LESNIAK: Do you object to non-insurance 
companies being added as servicing carriers to the JUA to 
increase competition or efficiency in servicing that business? 

MR. VELOTTA: I don't know, Senator. I don't know if 
we have a position on that. But, I am concerned about that, 
just from the standpoint obviously--

SENATOR LESNIAK: Have you heard about it? 
MR. VELOTTA: I've heard about it, yes, Senator, and I 

don't know where we really come out on it. I think it is 
something that ought to be looked at carefully before any kind 
of a-- It is a major change . No doubt they've got some 
efficiencies maybe on the policy issuance side, but then again, 
on the service side, and the claims handling side, you may wind 
up spending more money in the system because they are not claim 
managers like insurance companies are. I mean, it's the 
age-old argument about Blue Cross/Blue Shield being the most 
efficient. That's true, but they also don't do much in the way 
of cost containment. So, over al 1, the system may-- You may 
get more on the processing side -- more efficiencies on the 
processing side -- but that may get eaten up more by paying out 
greater amounts of claim dollars because they don't manage cost 
containment. 
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I don't know. All I am saying is, it is an area that 

ought to be studied carefully before you go into it. I don't 

know the answer to that because we haven't really looked at it 

that much. Then, obviously, we have a self-interest. I don't 

know if we want another competitor in the situation, but that 

is beside the point. The real point is what's best for the 

system and what is best for the consumers in New Jersey. 

We think that creating a heal thy environment-- The 

bill does touch on a thing that is very important, and that is 

underwriting flexibility. It recommends making the 

underwritinq choices more flexible by allowing minor, up to 2% 

by territory, nonrenewals outside the established criteria. We 

think that is a healthier initiative of a healthy marketplace. 

That is where companies can take a chance on writing some 

business because they know they can get off of it, too, at some 

point. 

So, with that, we think that the bi 11 addresses the 

major topics that are important in the insurance marketplace 

today in New Jersey. We encouragp you to take this opportunity 

-- so that we are not back here in a year wrestling with the 

same problems again -- to do something that is meaningful. 

SENATOR LESNIAK: Well, we'll be wrestling with the 

same problems, but hopefully they will be lesser problems than 

they are now. 

MR. VELOTTA: Senator, we have the opportunity because 

the issues are before you. Whatever we can do to help fashion, 

or give input in fashioning it, we certainly stand here to do 

it because we want to have a healthy insurance marketplace. We 

want a marketplace where Allstate is out there looking and 

trying to write business in the State. 

SENATOR LESNIAK: One last question. What about 

mandatory insurance coverage? 

MR. VELOTTA: We have never favored a syste~ of 

mandatory insurance. We don't want to make people try to be 
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responsible. We found-- Our experience is that passing a law 
doesn't make people responsible. If they violate--

SENATOR LESNIAK: Does that cut costs as well? 
MR. VELOTTA: What, mandatory insurance? 
SENATOR LESNIAK: Non-mandatory insurance. 
MR. VELOTTA: You pay for it to some degree through 

uninsured motorists, but to the extent that you are already 
paying that now. 

SENATOR LESNIAK: But, aren't those people who are 
less likely to buy insurance more likely to incur losses? 

MR. VELOTTA: I think that is probably a 
generalization that is probably accurate, but I don't know if I 
like it quantified. 

SENATOR LESNIAK: Has Allstate had any experience in 
other states with non-mandatory coverage in terms of cost 
containment? 

MR. VELOTTA: Senator, when you try to start comparing 
states, it is very, very difficult. I can't honestly say that 
we have seen anything where I could quantify this, say that 
costs are less, or that sort of statement. 

SENATOR LESNIAK: Any questions? 
SENATOR D1FRANCESCO: Yes. 
SENATOR LESNIAK: Why did I know you were going to ask 

a question? 
SENATOR DiFRANCESCO: You are getting very perceptive 

in your old age. 
You testified that 88% of the business is clean, but 

you have 22% higher costs. Can you identify those higher costs 
coming from the other 20% of your business? I don't think you 
approached that. 

MR. VELOTTA: I'm sorry, I don't understand the 

question. 
SENP..TOR Di FRANCESCO: You indicated that 80% of the 

drivers you are insuring have very, very clean records. 
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MR. VELOTTA: Eighty percent of the JUA business is 
clean. 

SENATOR DiFRANCESCO: Is clean, yet the cost of the 
JUA business is 22% higher than the voluntary market. 

MR. VELOTTA: Let me clarify that. Back after the JUA 
law became effective, we looked at and had a program to try to 
find those pieces of business that we insured as JUA, and said, 
"Would this be the kind of business that we would want to write 
voluntarily?" The answer came back on some of the business 
and, you know, we wanted to take the very best out of that. We 
did write it through our agents. Again, this was just the 
business that our own agents were generating, not the producers 
that we contract with. Anyway, we offered them Allstate 
voluntary policies. In comparing that business that we wrote 
voluntarily with the business that we normally wrote 
voluntarily, what we found was that on a comparison basis, the 
business that came out of the JUA was anywhere between 22% to 
28% more costly during that first year period and during the 
subsequent development history. So, to us it says that-- We 
don't know how to identify-- We don't know why, we just know 
that that business we wrote out of there was 22% to 28% more 
costly as new business compared to our other new business. So, 
comparing new business to new business-- Generally, new 
business is more costly than your renewal business. But just 
comparing new to new, it was 22% to 28% higher -- loss costs. 

SENATOR DiFRANCESCO: Thank you. I misunderstood your 
original remark, and I am glad you clarified it. 

SENATOR JACKJ.'.i.AN: That is what I wanted to get at. Do 
you mean that in your experience, after they got into your 
program they had an accident? 

MR. VELOTTA: As a class, correct. Their costs as a 
class were 22% to 28% higher than the class of business of just 
normal--
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SENATOR JACKMAN: Then you didn't make a good choice 

when you made the selection. 

MR. VELOTTA: We made the best choice. 

bothers us. We made the--

SENATOR JACKMAN: Of the 80%-­

MR. VELOTTA: No, not 80%. 

That is what 

SENATOR JACKMAN: You said there was 80% in the JUA 

that was clean. 

MR. VELOTTA: Correct, Senator. 

SENATOR JACKMAN: Is that right? 

MR. VELOTTA: Right. So, they came out of that 

percent. 

SENATOR JACKMAN: And yet, when you write voluntary-­

How do you judge voluntary? Tell me the difference between JUA 

and the voluntary that you picked up. You said the cost factor 

with the JUA clea~ -- everybody clean was 22% more in 

accidents -- whatever the costs were, it had to be accidents 

as compared to voluntary. 

SENATOR LESNIAK: Are we talking about territories, 

sex, age -- those types of determinations? 

MR. VELOTTA: I don't know--

SENP..TOR JACIO'lA.i.""J: See, I get screwed up when you tel 1 

me voluntary and voluntary. Wasn't that voluntary that you 

took? 

MR. VELOTTA: Sure. 

SENATOR LESNIAK: When you say the best, that is the 

best? Was it because of their age, where they lived? 

MR. VELOTTA: Everything. All the criteria that the 

underwriters judged to be best. I mean, it was a subjective 

judgment of what is best in insurance. Underwriting, to a 

degree, you know, when you are looking at business, is 

subjective. There is no question about that. You know, that 

is what underwriters get paid for. 
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SENATOR JACKMAN: Was there a reduction in the cost 

factor with the JUA and going into voluntary? Is there a 

difference in rate? 

MR. VELOTTA: The difference in rate is that Allstate 

is-- The rate of the JUA is at the ISO rate level. Allstate 

has a 4% deviation off of ISO. So, their rates went down by 

the 4%. 

SENATOR JACKMAN: They did go down by the 4%? 

MR. VELOTTA: Their rates went down and our costs went 

up. I mean, that is the equation. 

SENATOR JACKMAN: Then, how do we justify? Here is 

the part that bothers me. Maybe that is where some of the 

screwup comes in. How do we justify people who are clean and 

arbitrarily go into the JUA, and yet you have a choice to go 

around and pick them up and say you are voluntary? 

MR. VELOTTA! Senator, you know, that is the age-old 

question. 

SENATOR JACKMAN: It's an age-old question? 

MR. VELOTTA: The answer is, any voluntary market, any 

market that is healthy-- I mean, if you take almost any other 

state, other than New Jersey, there are a number of carriers. 

There are carriers that we selected for a particular kind of 

risk. State Farm selects another risk. There are 500 and -- I 

don't know what the number is property casualty people 

writing insurance. Everybody selects a slightly different 

risk. There are substandard writers, substandard from the 

standpoint that they will write any risk at a price. They've 

got a price for every risk. New Jersey has never had that. 

Then the residual market is for truly · those people who can· t 

find a home anywhere else. That is the normal kind of 

marketplace. 

So, my answer is that in a healthy marketplace, where 

competition rules, where people can charge what their costs 

are, that isn't a problem because there is a company out there 
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for that person. That is the answer to that question. Now, 

the mechanics of how do you pick each one-- I can't answer 

that because every company says, "For our price, we are looking 

for a certain kind of risk," and there is some subjectivity to 

it. I don't kid you; there is some. 

But, the point is, if you have a competitive market, 

there is a company out there willing to take it. Again, New 

Jersey is a different structure than that for historical 

reasons, and I think the report identified some of the 

historical problems. But the answer is to have a voluntary 

market that wants to write those pieces of business. Right now 

we don't have that in New Jersey. The result is that 50% of 

the markets in the State--

SENATOR JACKMAN: What is your experience -- your 

company's experience -- with people who paid their first two 

months' premium and then quit? 

MR. VELOTTA: Senator, I don't know the answer to 

that. I can't tell you the lapsed--

SENATOR JACKMAN: Well, how would we know--

would your guess be of the people who are uninsured 

State of New Jersey? 

MR. VELOTTA: Senator, I don't have a guess. 

been--

SENATOR JACKMAN: No guess? 

MR. VELOTTA: I don't have a guess. 

What 

in the 

It has 

SENATOR LESNIAK: Okay. Thank you, Mr. Velotta. At 

this time we will call--

SENATOR DiFRANCESCO: I had a question. 

SENATOR LESNIAK: Oh. 

SENATOR DiFRANCESCO: Just one, Mike . I don't think 

you mentioned the cap on the mandatory PIP, did you? 

MR. VELOTTA: Yes, I did, Senator. I mentioned that 

that is a system that we would certainly favor. We think that 

is an important piece. 
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SENATOR DiFRANCESCO: Sorry. 
SENATOR LESNIAK: That's okay. Thank you, Mr. 

Velotta. I will now call the Chairman of the Special 
Commission, Senator Dalton, and I will take this opportunity to 
congratulate Senator Dal ton on the Eagles victory yesterday, 
and Senator DiFrancesco on Penn State, as well. 

SENATOR DiFRANCESCO: No show. I'm not the only 
no-show around; he's a no-show, too. 

SENATOR JACKMAN: How about the Jets? 
SENATOR DiFRANCESCO: They're lucky. 
SENATOR JACKMAN: They don't count that, kid. They 

just count the score. That's all. 
SENATOR LESNIAK: Senator Dalton, as you can see, this 

is a very serious matter. 
SENATOR DANIEL J. DALTON: Thank you very 
much, Mr. Chairman and members of the Committee. 

The comprehensive legislation that you have before you 
deals with an extremely complex problem. The primary goal, 
however, is to reduce the cost of automobile insurance. One of 
the contributing factors to the high cost of automobile 
insurance in New Jersey is the extremely generous benefit 
package which is mandated. We forced the consumers to 
literally purchase a Rolls-Royce package, whether they can 
afford it or not. There are many people who want this 
coverage, and they should be able to purchase it. But, not all 
should be forced. 

You know, one of the things that-- If you take a look 
at the way we sell other forms of insurance, in this State and 
throughout the country, it ·1s very, very di'fferent than the way 
we have offered automobile insurance. If you want a 
homeowner's policy, one of the things you do is start with a 
very basic package covering your structure, your contents, and 
providing liability. Okay? It is a very basic package. If, 
in fact, you want a more generous benefit package, you pay for 
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it. If you want replacement costs on your contents, which you 

don't get through the basic package, you pay for it. If you 

want your furs and your jewelry covered, you pay for it. It is 

an additional expense. The same way with life insurance. 

The difference and the major distinction between that 

and the system we have set up for automobile insurance is that 

instead of offering the public a very basic package, we have 

been offering the public a very, very high, generous benefit 

package on a mandatory basis. The principle that the Special 

Automobile Insurance Committee worked off of is that we should 

no longer force people to buy this generous benefit package, 

that if, in fact, they want to purchase it, they certainly can, 

and if, in fact, they need it, this generous benefit package is 

subject to the individual consumers themselves. 

So, what we did, therefore1 based upon that principle, 

was recommend changing our present mandated unlimited medical 

benefits to a basic auto insurance policy containing a $10,000 

medical expense benefit. Now, statistics received from the 

leading writers -- automobile insurance writers here in the 

State -- indicate that that $10,000 threshold will cover 90% of 

the people involved in automobile accidents. If, in fact, a 

person wants more than that, he has the option of purchasing 

unlimited coverage. 

After that, then we went to what is the second, 

perhaps, primary component of why we have such high insurance 

rates. We recommend changes in our present threshold, 

eliminating the $200 threshold and raising it to a $500 

threshold. Additionally, what we say is, if a person wants the 

option of further savings, then he or she should have the 

opportunity to purchase a verbal threshold. 

Beyond that, the legislation also contains a medical 

fee schedule. That schedule would require the Commissioner of 

Insurance to promulgate reimbursement schedules for health care 

providers on a regional basis. The fee schedule would 
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incorporate the reasonable prevailing fees of 90% of the 
practitioners within a defined region. The adoption would 
provide cost containment with respect to the paying of medical 
expense benefits on the personal injury coverage. 

Many of the proposals contained in this legislation 
address the growing problem of the Joint Underwriting 
Association. Now, one of the last things-- I am not going to 
-- first of all -- tell you what the JUA debt is. Okay? The 
Special Automobile Insurance Committee did not feel that it had 
the ability -- we are not actuaries -- to tell the Legislature, 
in this case, the Senate, exactly what that debt is. But, 
there is a debt. It is growing every day, and it is 
significant. 

The population of the JUA, as you know, has continued 
to grow significantly. Half of the State's motorists are 
insured through this facility. Ironically, present estimates 
indicate that of the 1. 7 million motorists in the JUA, one 
million have clean records. So what we have attempted to do is 
provide the encouragement needed for companies to increase 
their voluntary market business in order to depopulate the 
JUA. One of the ways we do it is by recommending a change in 
the present system which would al low 
limited number of policies each year. 
two new automobiles insured, one 

insurers to non-renew a 
Additionally, for each 

present risk can be 
non-renewed. However, mid-term cancellations would continue to 
be prohibited. 

Additional revenues must be provided to the JUA, so 
what we have done is recommend a two-tier rating system. 
Drivers with an excess number of chargeable· adcidents and 
violations would pay higher base premium rates than those with 
clean driving records. Other measures included in the 
legislation would provide additional revenues to the JUA. Some 
of the ways we would provide additional moneys are: The amount 
of money kept by the Division of Motor Vehicles for 
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administrative purposes in collecting surcharges would be 
reduced to 10% of the surcharge fee, or their actual costs, 
whichever is less. Fines for failure to maintain insurance 
would be increased, and a portion of the fine would be remitted 
to the JUA. Present agents and brokers earning a full 
commission at the time the policy is written-- It is proposed 
that in the event that a policy issued by the JUA is cancelled 
by reason of nonpayment of an installment, the unearned 
commission will be retained by the Assocfation. 

We additionally recommend raising the mandatory 
arbitration limit from $15,000 to $20,000, and we require 
anti-theft devices-- If you have them, you can be provided 
discounts. We recommend removing the role of the Public 
Advocate in rate filings, which would result in a decrease in 
premiums, but not in every case. In other words, if there is a 
filing that decreases premiums, we would then remove the Public 
Advocate from that proceeding. 

The complexity of the automobile insurance and the 
problems that exist in our system do not allow for easy 
solutions. The difficulties in the automobile insurance market 
must be dealt with in an orderly manner and over a period of 
time. Attempts to completely change the syste~ all at once may 
create more problems than are solved. Senate Bill 2594 is the 
most comprehensive proposal before the Legislature. While its 
enactment would have a significant impact on the automobile 
insurance system, it is only a first step in what must be an 
ongoing process, and I want to emphasize that to you. 

If I may just add some personal remarks, Mr. Chairman, 
very quickly. The recommendations found in the report that you 
received were signed off on by all members of the Committee, 
both Democrats and Republicans, on an unanimous basis. There 
are some people on that Committee, however, who felt that we 
should have gone further, that we should have eliminated 
mandatory liability -- which is an issue I have heard discussed 
-- and we should have eliminated the no-fault system. 
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SENATOR LESNIAK: Sounds like Senator Laskin. 
SENATOR DALTON: Yeah, well, and Senator Connors. I 

am not so sure that Senator Laskin is wrong. But, one of the 

things we weren't sure of was, if, in fact, you do away with 

mandatory liability, what impact is that going to have on the 

number of uninsured motorists you have in the State? What 

impact will that have on the coverage uninsured motorists and 

its costs? The Committee really grappled with that, and we 

really were not able to pin down what that impact would be. 

For instance, if you go to a non-mandatory state like 

Florida, one of the things we learned is that in a region such 

as Miami, the costs of uninsured motorists is about $145 -­

$140. If you go down to Tallahassee, or up to Tallahassee, the 

cost is about forty-some dollars. The cost in New Jersey right 

now- We pay on the average for uninsured motorists, about 

$22. So, it was very difficult for us to say-- With those 

extremes I have just mentioned, we should recommend eliminating 

mandatory liability. We felt -- the Committee felt -- that we 

should continue to take a look at this, and really try to nail 

down what the impact of eliminating mandatory liability would 

be. So that is why we didn't go that far in recommending that. 

On the issue of doing away with no-fault, there are a 

couple of public policy determinations that have to be wrestled 

with. For instance, presently 35% of the people who collect 
under no-fault -- okay? -- if you eliminated no-fault, they 

wouldn't have the ability to collect. In other words, these 

are people who are involved in one-car accidents. 

SENATOR LESNIAK: Do you mean medical benefits? 

SENATOR DALTON: Yeah, they wouldn't have the abi 1 i ty 

to collect. So, it's a public policy issue. No-fault is 

basically saying that we should-- Instead of taking people 

through the tort system, we should reimburse them for their 

medical benefits, 

no-fault totally, 

knowing, of course, that if you eliminated 

that 35% of the people who get reimbursed 
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presently would not have that ability. So, instead of 

eliminating it, we said, "Let's take it down to $10,000, make 

it part of that basic package," which we know would cover 90% 

of the medical expenses due to automobile accidents in the 

State. 

point. 

There really is not a whole lot more we can do at this 

I mean, what we are doing is stripping the system. A 

gentleman said to me the other day, "You know, the way you are 

reducing price is by reducing benefits."· And I said to myself, 

"Well, that's correct." There aren't any magic wands. Why 

should insurance be any different than any other commodity? 

You know, if you go out to the supermarket and you want to buy 

10 apples, and you figure, "Well, I don't have the money for 10 

apples; I only have the money for two apples," the way you are 

going to reduce your price is by lowering the amount you buy. 

Wel 1, insurance is no different. There are no magic 

wands here. What we're saying, though, is that if you want 
that opportunity, if you want that opportunity to buy up -- to 

buy the Rolls-Royce of coverage -- then you have that ability 

in the recommendations we make to you. But (a}, the St:ate 

should not force that on you, and (b}, we should set up a 

system which is a function of costs, the ability to pay, and 

whether you need it or not. 

I should note, Mr. Chairman, and I will end on this, 

one of the practical asides of all this -- one of the practical 

problems that we thought about -- is, if you go down to a 

$10,000 medical benefit, or you are trying to weigh, you know, 

going down or not -- weigh whether I should or I shouldn't -­
one of the things that you want to know is, what is my personal 

health care carrier going to pick up in all this? That is one 

of the reasons, to my mind, and I have heard it from a lot of 

people, that they haven't opted for some of the options that 

are presently available, because they said, "There is no way I 

can seem to get a straight answer from my present heal th care 
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carrier" -- whether it is through the job or personally -- "if 

I get in an accident, what is going to be picked up. So, what 

I want to do is keep those same unlimited benefits that I 

presently have." 

What we have bills coming along saying for the first 

time is, "The health care carriers in this State have to tell 

the consumers in plain language what is going to happen, what 

is going to be covered, if, in fact, they opt for the $10,000 

basic package." That is something which I think is a very 

critical component of all this in making sure that it works. 

With that, Mr. Chairman, I want to thank you for your 

time. I want to thank Senator Jackman for the time he spent on 

the Special Auto Insurance Committee. I think the 

recommendations that we make are comprehensive. They are the 

most comprehensive recommendations presently before the 

Legislature, but they are only a first step. Do they solve the 

entire JUA problem? No, but they make a first step toward 
addressing that problem. Do they solve the whole issue of 

competitiveness and create an environment of competitiveness ;n 

the State? They make a good first step towards creating that 

environment in this State. 

So, I think with that, that I will open it up for any 

questions that you or the other members might have. Thank you 

very much. 

SENATOR LESNIAK: Thank you, Senator, for the long and 

hard work you have done on the Special Auto Insurance 

Committee. Its report, and the comprehensiveness of the 

report, are of great benefit to this Committee. 

I just have two questions. With regard to the 

catastrophic 1nJury, do you have any ideas as to how that 

should be handled? Did the Committee look at the Pennsylvania 

system in that regard? 

SENATOR DALTON: Are you talking about the fund, or 

are you talking about just the system, Ray? 
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SENATOR LESNIAK: I'm talking about if someone has 

medical expenses over the $90,000 that would be the maximum 

amount of coverage-- I'm sorry. Right now, under your 

proposal, a person can choose $10,000 or unlimited? 

SENATOR DALTON: That is correct. 

SENATOR LESNIAK: Okay. Did the Committee look at 

choosing either $10,000 or $90,000, and having the difference 

between $90,000 and unlimited picked up by some fund funded by 

some other source? 

SENATOR DALTON: No, the Commission members felt that 

they didn't want to add another option. They wanted to keep 

the options down to a minimum. 

SENATOR LESNIAK: But that would only be one other 

option. 

SENATOR DALTON: You're right, but it was felt that we 

didn't want-- The present system provides about the same 

amount of options as are presently available. We didn't want 

to increase that. We felt that the $10,000 -- that lid, that 

ceiling -- would cover 2+- least 90%. I mean, we have heard 

people tell us that it covered 97%. We have heard people tell 

us that it covered 95% and 93%. So, to be on the conservative, 

safe side, we're saying 90%. We felt that that was a fair way 

of going. In other words, that $10,000 ceiling, that base 

policy-- If that would cover approximately 90%, then we didn't 

want to go from $10,000 to $90,000. Okay? We wanted to just 

give the two options of $10,000 and unlimited because-- It was 

basically a simplicity issue. 

SENATOR LESNIAK: The other issue that comes to mind 

is the number of arbitrators and the ability of the judicial 

system to handle the increased load caused by changing the 

figure from $15,000 to $20,000. I know there are some counties 

that arbitrate all cases in any event now. But there will be 

some difficulty in handling the additional cases to be 

arbitrated. 
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SENATOR DALTON: I guess, Mr. Chairman, I would look 
to you, really, and some of your thoughts about those 
difficulties. We thought that the more we could get into 
arbitration, the less cost to the total system. We thought 
that that was generally a very good thing -- a good goal. But, 
if there are problems that would be created as a result of it, 
I certainly would like to hear your recommendations as to--

SENATOR LESNIAK: I believe I have a letter from the 
Administrative Office of the Courts, .which we will have to 
submit for the record, with regard to that problem. 

SENATOR DALTON: Okay. 
SENATOR O'CONNOR: Mr. Chairman? 
SENATOR LESNIAK: Yes? 
SENATOR O'CONNOR: Thank you, Mr. Chairman. I would 

like to compliment Senator Dalton, too, for the fine work that 
the Committee did. I'm certain, in listening to you, 
particularly to your opening remarks about how it was signed 
off unanimously by the Committee, that there must have been a 
lot of compromising. My concern, Dan, is in conjunction with 
the verbal threshold. My question is, how would you feel about 
an amendment to that, so that persons with fractures would be 
able to sue, regardless of whether they had chosen a verbal 
threshold? 

SENATOR DALTON: I guess my reaction to that would be 
that the whole rationale behind the threshold -- the $500 and 
the verbal -- was to give people who wanted the ability to save 
more, that ability. If, in fact, you get into the fracture 
area, be assured that you are going to save less. In other 
words ,-·•,··be ·11-S'SUPed··,thia~-- 'i·f•' you··go· ·fronr-a.n· ~opti·on-a }·· .. ve·rb'a 1- --·· ·and· ·· 
you would keep it optional-- I think what you are 
recommending, Senator, is to change the definition of verbal. 
You would save less money. You would give consumers less of an 
opportunity to save money by changing that definition. That is 
why I think I would be opposed to it. 
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I think right now what we have is, we give the 

consumers the ability to choose. If they want to save more 

money, they can go to a verbal threshold. If they don't, they 

can stay at that $500. I feel pretty comfortable with the way 

it is presently -- the reconunendations of the report. 

SENATOR O'CONNOR: See, what concerns me, Dan, and I 

know this from personal experience as an attorney with the way 

the system is now. I have had situations where injured 

motorists have come into my off ice to· start lawsuits. They 

find out, to their shock, that they don't have a lawsuit 
because they chose the upper threshold and their medical 

expenses haven't come near that, and yet they had an injury 

about which they felt strongly enough that they wanted to start 

suit. 

I think that someone, even if he has chosen a verbal 

threshold, who has sustained a fractured collarbone, or a 

fractured pelvis, or any number of fractures that you can think 

of, who, you know, discovers to his surprise that he does not 

now have the right to sue, is going to come knocking at our 

doors. 

SENATOR DALTON: It is really a question of balance, 

Ed''. What we tried to do was provide that balance. We tried to 

give the consumer the ability, if he or she wanted, to take a 

$500 monetary threshold. If they wanted to save more, then 

they would go with the verbal. If you amend the verbal -­

okay? -- you are going to dilute their ability, to a certain 

extent, to save those dollars -- to save some dollars. That is 

why I feel very comfortable with the way it is, with that 

balance we have in the report already. 

SENATOR O'CONNOR: Okay. I guess your answer then 

would be the same with respect to soft tissue injuries, which 

are, you know, of a serious nature. I wonder whether you gave 

any consideration to the type of language that New York State 

has, which says that you have an exception to the verbal 
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threshold where a person is prevented from engaging in his 
usual activity for -- I believe it is 90 days out of the 180 
days that follow the accident. 

SENATOR DALTON: We basically did. Again, we just 
felt that the balance existed with the present recommendations 
before you. The whole issue-- The whole matter obviously took 
up a great deal of our time. Nothing is locked in stone. We 
don't suppose that we have all the answers, but we felt -- for 
the same reasons I gave you in answer to the previous question 
-- that this was the better way to go. 

SENATOR o' CONNOR: Do you have, Dan -- and I am not 
going to belabor this-- Do you have any figures to show how 
much one would cost versus the other? 

SENATOR DALTON: Not in front of me, Ed. I'm sure we 
can get those figures, though. 

SENATOR O'CONNOR: Okay, thanks. 
SENATOR DALTON: By the way, those figures-- Every 

company is going to come at you with different figures. That 
is why you have to deal with more than one company when you 
come up with these figures. But, I'm sure we can try to 
provide you with a cross section of what certain companies feel 
as to the dollar savings of the present verbal threshold versus 
what you were talking about. 

SENATOR O'CONNOR: What was the figure? I recall 
reading at the time somewhere in the area was it $53 or 
something? 

SENATOR DALTON: What it is-- It depends, 
obviously-- Again, the last thing the Committee did, with me 
as its Chairman, was to start throwing out figures 
willy-nilly. I mean, one of the problems with what we saw 
happen in the other house, and some of the things that happened 
in 1983, was that people took figures out of the air and tried 
to sell the public on them. We are not going to oversell this 
thing. It is obviously going to be subject to a lot of 
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different types of variables as far as the exact dollar 
figure. I mean, your rating territory, and these types of 
things come into play there. But, what we are saying is, you 
would have a savings of 45% of BI, the BI component of 
liability, if you took the verbal. What that savings would be 
is dependent, as I said, on a lot of different other factors 
the exact dollar savings. 

operates 
you get. 

In the back of our report, you will see how it 
in certain territories -- what sort of dollar savings 
But, again, I am not going to take a figure out of 

the air and make it some magic figure, and say, "Everyone is 
going to save "X" amount of dollars if they take this." There 
are a number of factors, and it is just not that easy. I wish 
it were, not it's not that easy. 

SENATOR JACKMAN: Thanks, Danny. 
SENATOR DALTON: Okay, thank you, Chrisy. 
SENATOR JACKMAN: William Vowteras? Am I pronouncing 

that correctly? 
WILL I AM VOW TERA S: Yes, you are, Senator. I am 
testifying on behalf of the Professional Insurance Agents of 
New Jersey this morning. 

Senate Bill 2594 reflects much careful work and study 
by the Dalton Committee on the auto insurance problems in this 
State. I want to really commend them. They spent six months, 
with a lot of meetings, a lot of hearings, and I think they did 
a very in-depth study on this problem. I would like to commend 
the whole Committee for that. 

The bill contains a number of very constructive 
proposals which PIANJ wholeheartedly supports. I am just going 
to run down these quickly. 

1. Permitting insurance companies to non-renew 2% of 
their auto policies, by territory, in any given year, with an 
additional two for one credit for writing new business; 

2. A medical fee schedule for no-fault payments; 
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3. Re-tailoring the mandatory no-fault package. The 
changes this bill would make will allow consumers to choose the 
no-fault benefits they need and want, rather than paying for 
mandatory coverage they may never use; 

4. Stiff er fines and a DMV notification system to 
deter uninsured motorists. I think this is most important 
because people who are driving without insurance really add to 
the costs of the whole system; 

5. Discounts for auto theft devices and safe driver 
courses. I think that goes unsaid. We are very much in favor 
of that, and think it would help substantially; and, 

6. Giving an additional percentage of the motor 
vehicle violation surcharge to the JUA. Right now, I believe 
they keep 20%. We would like to see that lowered to 10%. 

As lawmakers struggle with the complex issues 
surrounding auto insurance in New Jersey, perhaps no one group 
will be entirely satisfied with the results except, we hope, 
the consumers of the State. The Professional Insurance Agents 
of New Jersey recognize that all groups will be called upon to 
make sacrifices in the name of providing solutions. However, 
we stand in general opposition to the erosion of the insurance 
producers' fair remuneration for delivering the insurance 
product, counseling the buyer in the important option selection 
process, and the many other essential policyholder services 
provided by our members. 

Also, there are two areas where we feel the bill has 
not gone far enough. One, the provision of an optional verbal 
tort threshold is a step in the right direction. However, we 
still recommend eliminating any dollar threshold and making a 
clean break with our outmoded no-fault approach. The public is 
ready, government studies recommend it, and the pure verbal 
threshold is the direction of choice for the State of New 
Jersey. 
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Finally, we feel the bill has not gone far enough in 

permitting higher rates to be charged by the JUA. We recommend 

that the base rates in the JUA be higher than those of the 

voluntary market, in addition to the type of bad-driver 

surcharge rate permitted by this bill. The only way to reverse 

the growth of the JUA is to permit JUA rates to seek a 

self-sustaining level -- a level which is higher than that of 

the voluntary market. 

We strongly feel that this two-tier rating system is 

necessary and is readily apparent from the JUA's fiscal 
crisis. As you know, most of the JUA funding comes from 

premiums, and we feel that only an increase in these premiums 

to self-sustaining levels can reverse the inevitable drift of 

the JUA toward insolvency. 

A second reason for decoupling JUA rates from those of 

the voluntary market involves policyholder and producer 

inertia. Without a two-tiered rating system, there is no 

disincentive for the policyholder to remain in the JUA, and 

hence no real pressure upon producers, such as ourselves, to 

seek coverage in the voluntary market. Thus, two-tiered rating 

would both help create openings in the voluntary market and 

help drive JUA policyholders and producers to seek such 

openings. We feel that the two-tiered rating approach would 
put a lot of pressure on for people to try to get themselves 

out of the JUA, and would force us to try to find markets for 

them, which right now we don't feel is happening. 

SENATOR JACKMAN: Just stop there for a minute. How 

do we justify 80% of those people -- going back in retrospect 

to the discussion we had before being put in the JUA 

arbitrarily, even though they are clean and everything? Who do 

they seek? 

MR. VOWTERAS: Who do they seek? 

SENATOR JACKMAN: Yeah. 
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MR. VOWTERAS: Well, as I just said, I think that if 

you had a two-tiered rating system where they were paying more 

money, they would put a lot of pressure on their agents to find 

them a market, and the agents, in turn, would put a lot more 

pressure on the companies than they are putting right now, in 

order to open that market. That is why we are suggesting it. 

And, it would also help to give more funding to the JUA. Right 

now, the rate is the same whether you are in the JUA or not. 

Therefore, there is no pressure to get· it out. But, if they 

have to pay more -- if those clean drivers have to pay more -­

then they are going to put some pressure on the agents to find 

them a home someplace else. That is the way it used to work, 
and that is the way it should be. 

Voluntary business in the State, at present, 

represents the cream of the motoring crop. This is what the 

insurance industry refers to as "seasoned," to an extreme 

degree. While not all JUA insureds are bad drivers, virtually 

all of the bad drivers are in the JUA due to the extreme 

immobility of the market stretching back for at least a 

decade. Two-tiered rates would encourage JUA drivers with 

clean records to seek alternatives at lower premiums, while 

helping to open up the voluntary market. That sort of answers 

your question right there. 

SENATOR JACKMAN: But tha-: individual is at the will 

of you, the agent, and the insurance company. So, in essence, 

how do I make you do a better job to get me lower insurance 

when I am a clean driver, and I am still in the JUA? 

MR. VOWTERAS: Well, if you are in the JUA, you're a 

clean driver and you are paying more, you are going to put a 

lot more pressure on the agent to find you a lower rate, and 

you will probably go from agent to agent to find it. 

SENATOR JACKMAN: I get you, okay. 

MR. VOWTERAS: Okay? 

SENATOR JACKMAN: Go ahead. 
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MR. VOWTERAS: That is basically what we were saying. 
Other legislative changes could also help avert a JUA 

bankruptcy. The State should raise the amount levied by the 
Department of Motor Vehicles based on traffic violations or 
"points." Right now, they are paying $100 for six points, plus 
$25.00 for each additional point. We say make that more 
severe; that would help, too. 

Also, the current policy constant which is paid by all 
private passenger car owners should be· extended to commercial 
vehicles. This is a policy constant that is in every base that 
is paid by every vehicle, and the funds go to the JUA. It 
helps to off set JUA losses. We really think that should be 
extended to the commercial sector also. 

I would like to thank you for the opportunity to 
testify today, and I will be happy to answer any questions you 
may have. 

SENATOR JACKMAN: Senator Cardinale? 
SENATOR CARDINALE: You supported some 

cost-containment measures, and you said that they work well in 
New York State with respect to fee schedules, with respect, I 
suppose to the $10,000 limit. Has there been any place that 
you are aware of where they have used, instead of those kinds 
of limits-- I think those kinds of limitations are based on 
the general premise of over-utilization because of ready 
payment. People who are paying their own fees will look for a 
practitioner who is charging a lower fee from time to time. 
People who are paying their own fees will object if there is a 
service being rendered which they feel-- You know, they will 
make an evaluation, and sometimes they will choose not to have 
that service. 

But, when someone else is paying the bill, then those 
control factors are no longer there. Hasn't there been 
somewhere in this country where they have used a co-pay to 
restore a portion of that? 
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MR. VOWTERAS: Do you mean like a major medical? 

SENATOR CARDINALE: Sure. And, when you have a 

co-pay, don't those factors come back into play if the co-pay 

is a 20% or 25% co-pay? Wouldn't that be a more effective 

measure, really, than some of these? 

MR. VOWTERAS: Perhaps . I am not aware of any state 

that does do that, but that is a good suggestion. I can't 

think of any state offhand that has a co-pay, at this point. 

They usually have a base, then an excess, but I can't think of 

anybody who has a co-pay. 

SENATOR CARDINALE: It is very common in various 

insurance policies for private medical coverage and private 

dental coverage. I deal with dental patients all the time, on 

a regular basis, despite my presence here, which would seem to 

belie that. Co-pays are very frequent in dental policies. 

They cause a real decision to be made on the part of the 

patient as to whether or not to have a particular service done, 

and whether or not to look for someone who would provide that 

service at a different fee scale. 

For the record, Mr. Chairman, I would prefer to see us 

entertain some kind of co-payment issue in this bill. 

SENATOR LESNIAK: That is an interesting point you 

raise, Senator Cardinale. I would just like to ask one 

question. Do you believe that the commission paid for writing 

renewal business in the JUA ought to be less than the 

commission paid for the origination of policies? 

MR. VOWTERAS: No. I know it was said a little bit 

earlier that that is the normal thing. It's normal for direct 

writers; it is not normal for the independent agency system. 

Our commissions are level from year to year. 

SENATOR LESNIAK: Level with regard to when you write 

renewal work, as opposed to new policies? 

MR. VOWTERAS: Yes. It's level new and renewal. With 

the increasing complexness of even automobile insurance, it has 
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become necessary for us to, you know, review policies and talk 

to the customer almost every year every year, plus 

in-between the year, especially now, in the last few years, 

with the advent of the options to enable you to have a lower 

premium. I mean, you can spend two hours sitting with a 

customer just trying to explain the option to them and to find 

out what their needs are. You know, do they want to save the 

money or don't they? So, there is a lot of time spent in 

reviewing coverage and doing work on it. So, yes, we get a 

level renewal commission for that. Plus, we get no subsistence 

from our companies. Don't forget, ours is a straight outright 

commission. There are no subsidies. We are not provided 

offices or telephones or anything like that. That is really 
the basis for the lower nonrenewal commission -- I'm sorry -­

the lower renewal commission. 

SENATOR LESNI~.K: P.~ri.y other questions? (negative 

response) Thank you. Vincent Maressa, Executive Director of 

the Medical Society of New Jersey. 

V I N C E N T A. M A R E S S A: Thank you, Senator. 

Members of the Committee, I am Vincent Maressa, Executive 

Director of the Medical Society of New Jersey. 

The Medical Society has a concern about that feature 

in the bi 11, and in the Committee proposal, related to the 

establishment of a medical fee schedule. Our concern is fairly 

obvious, and that is that we believe a schedule, once enacted, 

presents a situation where folks constantly whittle away at 

medical fees, but without any justification having been 

established. 

Our position in regard to this issue goes back to when 
Commissioner Murphy was the Commissioner of Insurance. He 

first proposed adoption of a medical fee schedule in New 

Jersey. Our questions to him at that time were not too 

complicated at all. We simply said, "How much money has been 

paid out for physician fees in any given year or, in the 
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alternative, can you tell us if you removed physician fees ~rom 

the auto rating formula what it would do to the rates?" 

Commissioner Murphy couldn't answer it; his actuaries couldn't 

answer it; and, no other Commissioner since then has answered 

it. 

SENATOR LESNIAK: Let me ask you something from a 

different perspective. Legal fees in automobile cases are 

regulated by the courts. Why shouldn't medical fees be as well? 

MR. MARESSA: Oh, they are. The medical fees-- For 

example, in New Jersey, the Legislature here enacted a statute 

in 1975 which, in effect, says a doctor cannot charge any more 

for treating a case of potential third-party liability, or 

Workmen's Comp--

SENATOR LESNIAK: But, what about a specific rate, 

just as a specific amount is placed on legal fees? 

MR. MARESSA: In what regard? I am unaware of legal 

fees being established as specific amounts. 

SENATOR LESNIAK: The courts established a certain 

percentage of the award on a contingency fee schedule -- a 
limit on that. What makes medical services any different? 

MR. MARESSA: Well because, first of all, there are 

statutes prohibiting contingent fees in medical instances. 

SENATOR LESNIAK: No, no, no, no, no. 

MR. MARESSA: Well, I don't think, Senator, you' re 

comparing identical situations. There is plenty of law on the 

books if any insurance company or any person wants to challenge 

a doctor's fee. The State Board of Medical Examiners has a 

rule that says they will consider any question related to an 

excessive fee. 

SENATOR LESNIAK: You would put the burden on the 

consumer, rather than have a rate apply across the board? 

MR. MARESSA: Well, we haven't seen what the rates 

would be. 

consumer. 

I don't think we are putting the burden on the 

The burden would be on the insurance companies, 
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which assurnptively have all this data which they have ..refused 
to bring forward and haven't used. They can file a complaint 
any time they want. As a practical matter, you and I both know 
what they do. If they don't like the fee, they don't pay it. 

SENATOR LESNIAK: Just one last question from me. Are 
there any other areas where medical fee schedules with regard 
to insurance coverage are required by law? 

MR. MARESSA: No. Basic health insurance in New 
Jersey usually pays the prevailing rates in a community. 
Workmen's Comp pays the prevailing rates in a community. The 
only fee schedule that we are currently working with in New 
Jersey is Medicaid, which was established in 1960, and has not 
been increased since that time. 

SENATOR LESNIAK: Senator Cardinale? 
SENATOR CARDINALE: With respect to the Medicaid fee 

schedule, does that, in your opinion, have anything to do with 
the quality of care that is rendered to the people who receive 
those benefits? 

MR. MARESSA: Well, I think, Senator, that you know 
the answer to the question. Yes, it has. The State is very 
concerned about it, and they are trying any number of ways to 
alter that. But the fact of the matter is that probably under 
Medicaid, maybe 10% of the doctors in this State provide 80% to 
85% of the care to Medicaid patients. Certainly, Medicaid 
patients are not widely accepted into the mainstream for the 
simple reason that physicians cannot afford to see them at a 
rate of $7.00 to $9.00 for office visits. 

SENATOR CARDINALE: In the case of those practitioners 
who do practice in Medicaid areas and have a heavy Medicaid 
practice, have there been any scandals with respect to abuses 
of that system? Has the fee schedule eliminated abuses, or do 
you think it may even have promoted some? 

MR. MARESSA: No. Fee schedules 

abuses. If your concern is abuse, the 

45 

do not eliminate 
only thing that 



eliminates abuse is a good audit and review technique. 

Obviously, if the amount of payment for a given service is 

inadequate, those types of people who would be prone to 

overcharging will simply over-utilize. There is nothing in a 

fee schedule apparatus to prevent over-utilization. 

SENATOR CARDINALE: What would you think of a co-pay 

provision on auto? 

MR. MARESSA: Well, one of the questions we did have 

was whether or not the current bi 11 provided for an indemnity 

type coverage which would, in effect, produce a co-pay. 

Certainly, co-pays have been very effective in terms of 

limiting the demand for services, or at least controlling it. 

SENATOR CARDINALE: In a prior time, there were 
particularly when the JUA bill was before this Committee 

similar kinds of considerations. You alluded to them. We had 

some testimony at that time, which I think is very useful to 

the Comrni ttee, that if all of the medical fees were zero -

zero, they all worked free-- We were given a number in terms 

of the total impact on automobile insurance. Do you have any 

current information with respect to that? 

MR. MARESSA: No. I think at that time, as I recall 

those discussions, you were discussing the PIP portion of the 

premium, and it was brought out that in terms of heal th care 

dollars, physicians' fees are generally 20% of the total health 

care dollar. So, if you were talking about PIP being a health 

care dollar, which by the way it is not -- there are some other 

things in there not related to health care then the 

physicians would be 20% of the 20% or, in effect, 4%, so that 

if you removed them entirely, the maximum impact was 4%. 

SENATOR CARDINALE: That's my recollection. 

SENATOR LESNIAK: Just to clarify the record-- The 

bill calls for fee schedules incorporating the reasonable and 

prevailing fees of 90% of the practitioners within the region. 

How does that differ, for instance, from the fee schedules in 

Blue Cross/Blue Shield? 
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MR. MARESSA: Well, it probably doesn't. It probably 

doesn't even differ much from the schedules that the individual 

no-fault carriers are using today themselves. 

SENATOR LESNIAK: Okay, but I just want to clarify 

this because I previously asked you a question with regard to 

fee schedules for other types of insurance coverage. Isn't 

that similar to the way it is handled by Blue Cross and Blue 

Shield? 

MR. MARESSA: Well, yeah. They set acceptable ranges 

and physicians bill. And they pay within those ranges. If 

there is any question, they will, you know, attempt to resolve 

it by discussion. The one difference here is that the 

Commissioner would be expected, I assume, to set up the 

apparatus in advance. It is not an insignificant undertaking. 

There would be as many as 3, ooo to 4, ooo different procedures 

that would have to be looked at, and a range of fees 

established. 

SENATOR LESNIAK: I am just trying to establish one 

thing at this particular time. Is it similar to the system 

that is in current operation for Blue Cross and Blue Shield, 

which doesn't exist any more? What do they call it now? 

MR. MARESSA: Wel 1, Blue Cross and Blue Shield do 

exist. 
SENATOR LESNIAK: The Health Service Corporation. 

MR. MARESSA: A concept of paying at the 90th 

percentile is similar to the concept that exists in the New 

Jersey markets now, I guess. The only problem there is, I 

don't know that the bill says that the Commissioner should 

review this on a specified basis. In commercial insurance, 

they are annually adjusted. 

SENATOR LESNIAK: Any other questions? 

SENATOR CARDINALE: Yes, Senator. You made a comment 

about attorneys' fees being analogous to this. I don't think 

that is analogous at all because I think that what is being 
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suggested here is a dollar amount for a given service. An 

attorney may provide a very different service. 

SENATOR LESNIAK: That is not the bill, Senator, if 

that is what you're saying. 

SENATOR CARDINALE: 

that it is analogous. 

SENATOR LESNIAK: 

fees. 

SENATOR CARDINALE: 

No, but your comment on it was 

The bill is 90% of the prevailing 

What would be analogous is if a 

dollar amount were placed on each type of accident. 

SENATOR LESNIAK: I would absolutely oppose putting a 

fee schedule like that in place in this State -- on medical 

fees. I would agree with you on that, and the bi 11 doesn't 

call for that. 

SENATOR DiFRANCESCO: You are concerned about cutting 

medical fees. I think you started out that way. 

MR. MARESSA: Yes. 

SENATOR DiFRANCESCO: Which caused me to turn to this 

page, Section 5 of the bill. Then Senator Lesniak asked you 

the question about whether or not this is similar to the way 

the Blues handle it. What is the Blues-- Is it 80% of the 

usual customer? Is that-- I don't know. That is why I am 

asking you the question. 

MR. MARESSA: Wel 1, I don't know. They hardly ever 

tell you. Many of them do not tell you what it is they are 

using. They will pay-- They establish a screen somewhere 

around 80%, 85%. So, yes, on its face that looks okay, except 

that you have to go in before the Insurance Commissioner and 

argue for the adjustment, or whatever, every so often. 

SENATOR DiFRANCESCO: And the patient makes up the 

difference. Is that--

MR. MARESSA: Well, I am not clear in this proposal 

here whether the fee allowed under no-fault would be maximum 

reimbursement or simply the maximum liability of the carrier. 
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SENATOR DiFRANCESCO: Well, that was my question. 
Ray, do you know the answer to that? 

SENATOR LESNIAK: I'm sorry? 
SENATOR DiFRANCESCO: If they establish a fee schedule 

because this doesn't read exactly the way-- I am not sure I 
can read into this paragraph a lot of things. But, if they 
establish a fee schedule -- they being the Commissioner that 
is not the maximum fee they can charge, is it the 
physician? In other words, if there is a fee schedule, it is a 
fee schedule for purposes of reimbursement--

SENATOR LESNIAK: That is correct. 
SENATOR DiFRANCESCO: (continuing) --not the maximum 

fee. That is not the intent here. 

the-

SENATOR LESNIAK: They would have to get that from 

SENATOR DiFRANCESCO: From the patient. 
SENATOR LESNIAK: From the patient. 
SENATOR DiFRANCESCO: The difference. Senator 

n~,~on's intent is that it is strictly a reimbursement, right? 
SENATOR LESNIAK: It says, "provide for the 

reimbursement." That is exactly what it says, yeah. 
MR. MARESSA: See, I wasn't clear on that point. It 

does look as if it is proposing what we traditionally call 
"indemnity insurance," 
there could not be 
differential. 

as opposed to service benefits, where 
any potential for a billing for the 

SENATOR LESNIAK: Yeah, it looks like they could 
charge the patient for the difference. 

SENATOR DiFRANCESCO: For the difference. 
SENATOR LESNIAK: Okay? 
SENATOR DiFRANCESCO: Yeah, I wanted to clear that up. 
MR. MARESSA: Just in closing, really, there is a 

regulation of the State Board of Medical Examiners, and if any 
lawyer, any patient, any carrier feels that a doctor has been 
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overreaching, they should bring those cases into the State 
Board. The mechanism is there. 

SENATOR LESNIAK: Okay, thank you, Mr. Maressa. To 
stay on the same subject, we'll hear from Dr. Stephen Lomazow 
from M.E.D.I.C.A.L. -- or at least the same area. Doctor, I am 
going to have to ask you to summarize your prepared testimony, 
if you will, in the interest of time. 
STEVEN LOMA Z OW, M. D.: Yes, sir, I shall. I 
will have to do it as I go along because I didn't-- Okay. My 
name is Dr. Steven Lomazow. I am Director of M.E.D.I.C.A.L., 
More Educated 
M.E.D.I.C.A.L. is 

Doctors in Courts 
dedicated to protecting 

and 
the 

Legislation. 
right of the 

people in this State to obtain competent and complete medical 
care at a reasonable price level. 

I appreciate the opportunity provided me 
express the opinion of my members regarding the 
modifications to the no-fault system in New Jersey. 
my comments focus on the current bill, S-2594. 

today to 
proposed 

Obviously, 

Before I address the issues contained in the proposed 
law, I am compelled to make some observations about the 
insurance industry. My observations are not intended to make 
the insurance companies totally responsible for problems in 
no-fault, or any other line of insurance. However, I would be 
remiss if I did not point out that the insurance industry has 
been partially responsible for some of the problems that have 
arisen. It is indeed noteworthy that at one in the same time, 
acknowledged experts readily agree to three points: New Jersey 
motorists have the best insurance available anywhere in the 
country; New Jersey residents pay the highest automobile 
insurance rates; and, the insurance companies which sell 
automobile insurance to New Jersey residents are making 
excessive profits. 

Senator Dal ton said there is no key here to reduce-­
There are only three ways to reduce rates of insurance. The 
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first is to reduce benefits, as Senator Dalton alluded to. ~he 

second way is to reduce the amount of accidents, and the third 

way is to reduce the amount of insurance company profits. 

Without dealing with the appropriateness of the insurance 

industry's operating procedures, it is known that the price of 

property and casualty insurance products has been a function of 

investment income. Currently, the insurance industry is 

enjoying a fantastic recovery from 1984 and 1985, when profits 

were low. The August 8, 1986 issue of the Property and 

Casualty Edition of The National Underwriter, an insurance 

industry trade publication, carried the headline, "First Half 

Profits Twice as High as Last Year for Many P-C Carriers." 

SENATOR LESNIAK: Doctor, doctor, would you please 
restrict your comments to the report. You know, we've all 

heard the dialogue with reference to the insurance industry, 

and whatever. 

DR. LOMAZOW: Okay, okay, very good. We agree with 

Senator Dal ton's comment that too much upheaval in the system 

too rapidly would pr~~~bly be more detrimental than 

beneficial. We agree with the $10,000 limit for no-fault 

benefits, with qualifications. We agree with the establishment 

of a catastrophic loss fund, optional benefits for higher 

levels of medical coverage, optional benefits for essential 

services, and elimination of the 20% offset. 

The first recommendation of the Dal ton Committee is 

that the mandatory personal injury protection benefit for 

health care be reduced from the current unlimited benefit to a 

limit of $10,000. While M.E.D.I.C.A.L. does not feel it is 

appropriate to reduce the medical benefits of the citizens of 

this State, we understand the intent of the $10,000 limit. The 

premium reduction that should be enjoyed by consumers because 

of the lower medical coverage, we feel, would be desirable and 

would serve the needs of the vast majority of the people of the 

State of New Jersey. It would be unrealistic, however, not to 
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point out that the use of the $10,000 limit will produce gaps 
in coverage. Consumers who are given the opportunity to reduce 
their coverage often do so. 

Since M.E.D. I .c.A.L. feels that the New Jersey 
residents in each of the 40 legislative districts who select 
the $10,000 limit will not have adequate coverage, we recommend 
that a loss fund be established -- and I believe this has 
already been discussed. We feel that the loss fund could be 
funded by either a surcharge on vehicle registration or 
increased sanctions against drunk drivers. The harsh reality 
here is that the medically indigent will suffer the most. 

In line with its support of the reduction of health 
care coverage to $10,000, we agree with the recommendations by 
the Committee that essential service benefits, wage loss 
benefits, and death benefits should be optional. The coverage 
will be available on a voluntary basis 
sources to cover these exposures. 
elimination of the 20% personal injury 

for those who have other 
We also agree with the 
offset, and feel that it 

is not important and has not had a mPior impact. 
There are two recommendations which we oppose. One 

recommendation focuses on the threshold for suing for 
noneconomic damages. The change to a verbal threshold, coupled 
with a reduction in the medical benefits, if of grave concern. 
It would appear that benefits 
citizens of this 
proposed, would 
pursuing their 

State in two 
prohibit the 

legal rights 

are being taken away from the 
ways. The verbal threshold, as 
citizens of this State from 

in the event of some types of 
injµI:ies, and yet their medical benefits would be reduced if 

they do not purchase coverage above the $10, ooo. The concern 
of the Legislature appears to be to make coverage more 
affordable, or at least less expensive. Some of the citizens 
of the State will not be able to afford anything but the basic 
coverage. The lower benefits, coupled with a verbal threshold, 
may produce--
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SENATOR LESNIAK: Doctor, I wanted you to summarize, 

rather than read faster. 

DR. LOMAZOW: All right. I will summarize, and say 

that we are against the $500 monetary threshold for the reason 
that we feel it would encourage insureds to increase their 

medical bills and provide additional services to meet the 

threshold. This would almost ensure that the costs for the 

$500 threshold would escalate. 

The other thing I want to talk about is the medical 

fee schedule. 
SENATOR LESNIAK: Let's take a look at what you have. 
DR. LO?-"i.AZOW: Okay, thank you. There was a question 

previously about the cost of heal th care. Now, my reference 

here is a booklet issued by the National Safety Council. It is 

entitled, "Accident Facts." It was issued in 1984. This 

information is based on information from the National Center 

for Health Statistics, State industrial commissions, State 

traffic authorities, State departments of health, insurance 

companies and associations, industrial establishments, and 

other sources . It breaks down the cost o~ automobile 

insurance. Basically, the numbers are not important. This is 

what the dollar is being paid for. (witness uses chart to 

demonstrate) We can see that 39% of all costs is motor vehicle 

property damage. Wage loss occurs for 29.1%. Insurance 

administration occurs for 23 .1%, and medical benefits include 

8. 8% of the entire bi 11. Medical expenses include doctors' 

fees, hospital charges, the costs of medicines, and all other 
medical expenses incurred as a result of accidental injuries. 

This does not include damages awarded in excess of 

direct losses. You can see here that the question is, if you 

are dealing with a medical fee schedule and I believe 

Senator Cardinale' s facts are correct -- 3% to 4% of all of 

this bill is due to medical practitioners all medical 

practitioners. You are only dealing with about 3% to 4% of the 

entire bill. 
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SENATOR DiFRANCESCO: Mr .. Chairman, may I ask the 
doctor a question about this? 

SENATOR JACKMAN: Go ahead. 
SENATOR LESNIAK: Yes. 
SENATOR DiFRANCESCO: What is the reference -- I can't 

see it. 
DR. LOMAZOW: The reference is "Accident Facts," which 

is the publication of the National Safety Council. 
SENATOR DiFRANCESCO: Motor vehicle property damage is 

39% of~- Did you say cost of the premium? 
SENATOR JACKMAN: Yeah. 
SENATOR LESNIAK: Yeah, the cost of the premium. 
SENATOR CARDINALE: On a national basis? 
DR. LOMAZOW: On a national basis. 
SENATOR LESNIAK: Wage loss is 29%? 

SENATOR DiFRANCESCO: Wage loss is 29%. 

DR. LOMAZOW: These are the numbers of the National 
Safety Council. This includes the present value of all future 
earnings lost as well. 

SENATOR DiFRANCESCO: 
I'm no expert, but usually 
damage, PIP, and--

DR. LOMAZOW: Wel 1, 

Usually it is broken down to-­
it is broken down to property 

we were interested in trying to 
discover the true cost of the impact of medical care upon the 
bill. 

SENATOR DiFRANCESCO: How can you have wage loss at 
29%? 

SENATOR LESNIAK: I am not so sure that that is the 
correct source because, first of all, we' re talking about New 
Jersey, not nationwide. 

SENATOR DiFRANCESCO: Well, let me see it again. 
DR. LOMAZOW: Sure. 
SENATOR DiFRANCESCO: The PIP coverage constitutes-­
SENATOR JACKMAN: You like the colors, I think. 
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SENATOR DiFRANCESCO: (continuing) --medical expenses 
and wage loss. 

SENATOR LESNIAK: Yes. 
DR. LOMAZOW: I broke it down differently. In the 

traditional way of thinking, PIP costs are about 22% to 23% of 
the bill, of which we feel that, once again-- The whole bottom 
line there is that physicians' fees are basically 4%. All 
medical benefits, including the cost of medicine, physical 
therapy services, hospital reimbursement -- they all fit within 
that little less than 9%. 

Now, to give you an idea of the small degree of impact 
that this would have, if you look at the Senator's own 
estimations, a $2,500 deductible-- In other words, eliminating 
$2,500 in benefits, as proposed at the end of the bill, or 
summarized in the thing with the blue cover on it -- the 
Committee recommendations -- would have a total benefit of a 

$5. 00 savings. That is total elimination of $2500 in medical 
benefits -- the first $2500. 

SENATOR DiFRANCESCO: But you're for the $10,000 cap 
on the medical payments? 

DR. LOMAZOW: We are for the $10,000 cap for a number 
of reasons: First of all because 93%, 97%, 98% of the people 
never achieve that. Those are only the people who have been 
involved in motor vehicle accidents. 

SENATOR DiFRANCESCO: Which means that you don't save 
a lot of money on the rates, right? 
would save on the rates -- $1.00, $2.00? 

Do you know what that 
You mentioned $4.00. 

SENATOR JACKMAN: He just told you $5.00 on--
DR. LOMAZOW: No, no, no. The number on that is about 

$40.00. 

SENATOR DiFRANCESCO: Forty dollars with a $10,000 cap? 
DR. LOMAZOW: Exactly. About $40. 00 with a $10,000 

cap on benefits. 
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SENATOR CARDINALE: But your proposal actually is to 
add that back in by charging more for the registration, isn't 
it, and having then the State provide that for the people who 
are over--

SENATOR LESNIAK: The catastrophic injury fund. 
SENATOR CARDINALE: The catastrophic injury fund. 
DR. LOMAZOW: The concept of a catastrophic injury 

fund is not a new one. We are concerned. We see people in our 
offices. I, like you, see patients on a regular basis. I 
don't do this regularly. We are concerned that people who--

SENATOR JACKMAN: He has them by appointment. 
SENATOR CARDINALE: A lot of time in-between 

appointments, too. 
SENATOR LESNIAK: The fifth Wednesday of every month. 
DR. LOMAZOW: We are concerned that people who cannot 

afford coverage-- Ten thousand dollars is not a lot of money. 
Someone with a fracture of the femur and a cerebral concussion 
who comes in to the hospital will have DRG benefits of about 
$8,000 to begin with. So, where does the physical therapy come 
in? Where do the future medical care and benefits come from? 
We are concerned that there is going to be a gap, but we 
recognize that the whole purpose of this entire meeting is to 
reduce the costs of automobile insurance for the citizens of 
the State of New Jersey. 

SENATOR LESNIAK: Doctor, do you have any idea how 
much that additional cost on registration fees would involve? 

DR. LOMAZOW: No. I believe, though-- I can quote 
Assemblyman Karcher, who said that probably a $5.00 cost on all 
registration fees would completely fund the catastrophic loss 
fund. This is only an indirect quote, but I believe that is 
what he was talking about. 

SENATOR CARDINALE: It's amazing that you could, by 
just taking it from one pocket instead of the other-- From one 
pocket, it costs $40.00; from the other pocket it is only going 
to cost $5.00. 
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SENATOR LESNIAK: No, no. The difference is-- I 

don't know what the difference is. Okay. 

DR. LOMAZOW: The idea of co-payments, you know, that 

is another situation. I think that is just basically taking it 

out of one pocket and putting it into another pocket. I mean, 

if we co-payment the system, it is only a matter of time 

until-- Blue Cross just applied for an 27% increase in their 

rates. And in answer to your other question, Blue Cross does 

not compensate. It depends on what kind of policy the Blue 

Cross plan has. 

SENATOR LESNIAK: But, the consumer does make 

choices. The choice may be changed if they have to have a 

co-pay. If I want to go for physical therapy -- additional 

physical therapy -- for a nagging back pain, if I have to pay 

$10.00 or $15.00 a visit, and have it supplemented by insurance 

$10.00 or $15.00 a visit for a visit to a physical 

therapist, or a chiropractor -- I may make a different choice 

than if l got it all for free. Isn't that correct? 

DR. LOMAZOW: Yes. 

SENATOR LESNIAK: The question is whether you should 

make that choice or not. 

DR. LO:MAZov;: With respect to Blue Cross, I 

personally, and many other physicians in this State, are 

members of the plan, and therefore accept assignment on all of 

these bills. Now, if a person has very poor Blue Cross -- and 

there are different stages of Blue Cross coverage all the way 

up to the Pace program, which is probably the Rolls-Royce of 

the plan -- we may be forced to accept 20%, 30%, or 40% of your 

reasonable and customary fee, simply because you are a 

participator in the Blue Cross program. 

SENATOR JACKMAN: In the administrative charges you 

had there, are lawyers' fees included? 

DR. LOMAZOW: Administrative insurance cost is defined 

as the difference between premiums paid to insurance companies 
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and claims paid out by them. It is their cost of doing 
business, and part of the accident cost total. 

SENATOR JACKMAN: Where are the lawyer fees in there? 
DR. LOMAZOW: This does not even include liability. 
SENATOR JACKMAN: If you've got 100%, where do you get 

the lawyers' fees from? 
DR. LOMAZOW: I'm just quoting what this book told me. 
SENATOR JACKMAN: Don't go with the book; go with the 

figures. Everything adds up to 100%. 
SENATOR CARDINALE: Chris, Chris, he is not including 

pain and suffering awards. He is not including that. He is 
only talking about economic losses. 

DR. LOMAZOW: This is exclusive of pain and suffering 
awards. 

SENATOR JACKMAN: Oh, okay. I get a little worried 

sometimes. 
SENATOR CARDINALE: 

suffering in there. 
SENATOR LESNIAK: 

He doesn't have the pain and 

Quite frankly, the problem with 
those statistics is that-- I don't know how many states are 
like New Jersey and have unlimited medical coverage. Very few. 

DR. LOMAZOW: Conceded, it is quite expensive. 
SENATOR JACKMAN: It's okay. I would just like to add 

it. (Senator Jackman borrows chart from witness.) 
DR. LOMAZOW: Okay. 
SENATOR CARDINALE: Mr. Chairman, may I? He indicated 

something about co-pay, and I am not sure whether this witness 
likes the .. idea of .co-:pc1,y, or does not like the idea of co-pay .. 
I wonder if we could pursue that a little bit more. 

Dr. Lomazow, please tell us what you think of co-pay 
as a principle for limiting over-utilization and maintaining a 
patient control on the fees. 

DR. LOMAZOW: I am not against that. I think it is a 
reasonable idea. We want reasonable and affordable care for 
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the people of the State of New Jersey. If it means that PIP is 
primary and another company is secondary, or even the other way 
around, if another company is secondary and PIP is primary, to 
cover the benefits that their company doesn't pay, we are all 

for that. 
SENATOR LESNIAK: That is not the question. 
SENATOR CARDINALE: I think, in a way, he answered it. 
SENATOR LESNIAK: Okay. What if the individual has to 

pay for the first--
DR. LOMAZOW: What we see happening now is-- You say 

we are going to be able to bill the patient for the extra 
money. It appears to me that what is going to happen is 
eventually they are going to pass something forcing us to 
accept mandatory assignment on this fee schedule, and we would 
lack control. The end point here is, basically I don't feel 
that a medical fee schedule, because of the smal 1 percentage 
involved in the total bill, will have any impact whatsoever 
upon insurance rates. The name of the game here is to lower 
the amount of insurance costs to the citizens of the State. 

SENATOR DiFRANCESCO: I'm confused. What do you mean 

by mandatory assignment? What does that mean? 
DR. LOMAZOW: What does it mean? It means that what 

they say they are going to pay, you must take. 
SENATOR DiFRANCESCO: Okay. We just discussed this 

before. Now, is that what happens now if you are not in an 
automobile accident? I have Blue Cross/Blue Shield, or 
whatever you want to call it today. 

DR. LOMAZOW: Yes? 
SENATOR DiFRANCESCO: 

accident, but I am hurt. 
DR. LOMAZOW: Yes? 

I am not in an automobile 

SENATOR DiFRANCESCO: And I go to the hospital, I go 
to a doctor, and all that. What happens now? Must you accept 
their payments as full payment? 
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DR. LOMAZOW: The majority of the providers in the 
State of New Jersey are members of the Blue Cross/Blue Shield 
program. Hence, they must accept what your insurance pays, and 
nothing else. 

SENATOR DiFRANCESCO: Are we talking about doctors? 
DR. LOMAZOW: Doctors, health care providers. 
SENATOR LESNIAK: If they are not part of the program, 

they can't be reimbursed? 
DR. LOMAZOW: They can be reimbursed, and then they 

must bill you for the balance. 
SENATOR LESNIAK: So, what is the benefit of being in 

the program? 
DR. LOMAZOW: The benefit of being in the program is 

simply to be a participating physician, to be listed in the 
book, and people will come to you because you are in the book, 
and the company says, "Look, Dr. X is a provider in our 
program." 

SENATOR DiFRANCESCO: You know you are going to get 
80% of it for sure. The difference is, though, you still bill 
the patient the difference. I'm not sure I understand. 

DR. LOMAZOW: Not in Blue Cross cases, and not in 
Medicare. 

SENATOR LESNIAK: Not if you are part of the program. 
MR. DAVIS: Not if you sign up with the program saying 

you won't charge--
SENATOR LESNIAK: You have an option to do that. 

Therefore, I guess this system would work the same way. 
DR. LOMAZOW: By law, I cannot-- For instance, if my 

fee for a visit i's $"30'. 'OU, and' a Medicare patient: comes to my 
office, and Medicare says I can accept $21.00 of reimbursement 
if I take the assignment -- and you've heard all the hullabaloo 
about accepting assignment from Medicare, which about 10% of 
the physicians in New Jersey did-- If the patient says, 
"Here's $30.00," I will say, "I'm sorry, I can't take the 
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$30.00. All I can do is take the money from the government, 
and they are going to pay me $21.00. So, I can't take your 
money. I have to take the $21.00 from the government instead." 

SENATOR JACKMAN: Does everybody do that? 
DR. LOMAZOW: When asked, they do. 
SENATOR JACKMAN: When asked. 
DR. LOMAZOW: When asked. 
SENATOR DiFRANCESCO: What do you mean, when asked? 
DR. LOMAZOW: If a patient comes to my office and 

says, "Doctor, gee, you know, I don't have a lot of money, and 
I can't afford your bill. Would you accept assignment in the 
Medicare?" or the Medicaid or the Blue Cross or the Aetna, or 
whatever it is they may have, my answer, and the answer of most 
physicians in the area, is, "Yes, we will accept it." 

SENATOR DiFRANCESCO: What if you don't ask? 
SENATOR JACFY.AN: You would get stuck for the 30 

bucks. (laughter) It's as simple as that. 
DR. LOMAZOW: Senator, I have a lady in my office who 

• answers those calls. She has been pe;~onally instructed by me 
that if anybody complains about that, we will simply eliminate 
the charge. My contention is and it may sound very 
Pollyannaish -- I want to make my patients better, not poor. 

SENATOR JACKMAN: I'll buy that. 
SENATOR DiFRANCESCO: Do you mean that some people pay 

less than others--
DR. LOMAZOW :' Oh, exact 1 y. 
SENATOR DiFRANCESCO: --for the same injury or the 

same treatment -- if they ask ahead of time? 
DR. LOMAZOW: What Mr. Maressa was alluding to-­
SENATOR DiFRANCESCO: That's a hell of a system. 
DR. LOMAZOW: --about Medicaid patients-- I mean, 

it's just a fact. 
SENATOR DiFRANCESCO: Is Mr. Maressa still here? 
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DR. LOMAZOW: I don't believe so. The simple cost .of 

filling out the paper, when someone comes to my office for a 

Medicaid visit, exceeds the amount of reimbursement I get for a 

Medicaid patient $8.40 specifically. So, there is a 

multi-tiered heal th care system. People with the best 

insurance wind up getting better health care. It is an 

unfortunate reality that people who don't have insurance, 

people who don't have the amount of benefits they should, are 

subjected to inferior or no heal th care whatsoever. That is 

the fear here with medical fee schedules, and with the verbal 
threshold in particular, in that people will be excluded from 

the system and just not have their fair share in the doctor's 

office, as well as in the courtroom. 

SENATOR CARDINALE: 

verbal threshold? The 

How can you say that 

verbal threshold has 

about the 

no impact 

whatsoever on PIP. They are totally separate entities. 

DR. LOMAZOW: It impacts upon PIP in two ways. It 

impacts upon PIP first of all because-- First of all, most 

patients are not aware of the benefits that they are allowed. 

Many of them, by seeking-- They know that if they are in an 

accident and they have the possibi 1 i ty of getting reimbursed 

for a liability action, then they are made aware of the fact 

that their medical benefits are paid. Many of them don't know 
it, and I daresay that a great number don't cash their lost 

wage benefits and don't cash their other benefits because they 

simply don't know they exist. 

The second way that it impacts upon PIP is, when 

people are legally represented, they have some sort of hedge 

against the insurance company's saying, "You're finished." 

What frequently happens is, the patient who has an injury, such 

as a soft tissue injury -- let's say he has a lumbosacral or 

cervical strain injury -- after two or three months he starts 

building up a bill of treatment. Then, I will get a copy of a 

letter, almost uniformly, from his insurance company, saying, 
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"As of so and so date, your benefits are terminated unless you 
see our doctor. " Then he goes to see their doctor, and their 
doctor says that there is nothing wrong with him. 

Now, if a patient doesn't have legal representation, 
that's it. He's finished. He suffers pain and suffering and 
he suffers all kinds of other indignities because the insurance 
company has a head on him. If he has an attorney representing 
him, the attorney then initiates what is called "a PIP suit," 
and the attorney will make sure that his medical benefits are 
paid. Eventually, it will be arbitrated in a court of law 
whether the medical benefits are justified or not. And, if the 
court does so find that his actions are legitimate and correct, 
then, within the limits of the arbitration, the medical bills 
are paid, or they force the PIP carrier to pay the bills. 
Otherwise, the bills of people like that will not be paid. 
They will not be able to get the medical care. A lot of these 
people can't even afford the medicines. 

SENATOR CARDINALE: So what you' re saying essentially 
is, unless there is this hope that they are going to hit -
bonanza through an attorney suing for pain and suffering, they 
are not going to avai 1 themselves of the medical care. So 
perhaps that bonanza is what is creating -- that hope of a 
bonanza is what is creating this impact on the entire system. 
Does that affect their repair bills -- the bills for the repair 
of the car? 

DR. LOMAZOW: No. 
SENATOR CARDINALE: Because that seemed to be the 

biggest portion of the whole--
DR. LOMAZOW: Yes, 57%. The bonanza-- Again, I don't 

have to review the awards, but I think, if I am right, 
nationally there were 17 awards over a million dollars 
nationally. The average soft tissue case two years ago in New 
Jersey-- The average settlement was $4,500. 
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SENATOR CARDINALE: You know, I know a lot of people 
who would consider $4,500 a bonanza. 

SENATOR DiFRANCESCO: Well, it 
SENATOR O'CONNOR: A lot 

(laughter) 

ain't no bonanza surely. 
of people you know? 

SENATOR CARDINALE: Yes, and you know some of them too. 
SENATOR LESNIAK: His patients, maybe not his social 

classes. I am trying to wrap this up. 
SENATOR CARDINALE: The point .the witness is making, 

really, is that something has to be out there, some enticement 
before people are going to use their PIP coverage. This 
enticement is, you know, obviously not the benefit they receive 
from the medical care. It is a different benefit. 

SENATOR LESNIAK: That is why the monetary threshold 
should be zero. That would save more money than a $500 
monetary threshold because there would be no target at all for 
medical treatment. 

DR. LOMAZOW: That is our contention entirely. 
SENATOR DiFRANCESCO: But, with respect to the PIP 

benefits, doesn't the doctor really indicate to the patient-­
SENATOR CARDINALE: The bill is going in the opposite 

direction. I'm glad to see that you want to amend it. 

SENATOR DiFRANCESCO: ( continuing) --that there are 
unlimited benefits? Don't they become aware after they go to 
the physician, as opposed to a lawyer? 

DR. LOMAZOW: People come to our office with a concern 
that they can't pay the bill, even though they have paid their 
insurance. If they have the insurance, we inform them that 
whatever it takes to get them better, we can utilize. There 
are tests, for instance the new test, magnetic residence 
imaging, which--

SENATOR DiFRANCESCO: Isn't the first question you 
would ask, "Was this an automobile accident?" as opposed to--
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SENATOR LESNIAK! Let me say this, because maybe I 

have some experience in this myself. There is no doubt that 

there are some doctors -- medical doctors, osteopaths, and 

chiropractors -- who are concerned about reaching the moneta'ry 
threshold on behalf of their patients. 

SENATOR DiFRANCESCO: That's not what we are talking 

about. We're not discussing that point. 

SENATOR LESNIAK: Well, we were discussing that 

overall point. 

SENATOR DiFRANCESCO: Let me ask you, based on your 

experience, because I know you do know a lot more about it, 

wouldn't you know about your benefits once you had been to the 

doctor the first time under no-fault, as opposed to falling 

down a step, in terms of you having unlimited medical 

benefits? Aren't you going to learn that when you go to your 

doctor's office if you don't know it already? 

SENATOR LESNIAK: With some doctors, yes, and with 

other doctors, no. I don't know about that, but I do know 

there are practitioners out there who -- it's a small minority, 

but nevertheless-- There are a lot of practitioners; 

therefore, it is a substantial number. There are practitioners 

out there where getting the patient well isn't the only 

concern. Meeting the threshold is an additional concern. 

DR. LO:MAZOW: I recognize that as wel 1, because I 

represent, in my group, a number of people, and people come up 

to me and that is the exact argument I get, "You are just 

associated with people who are looking to do those kinds of 

things." 
SENATOR LESNIAK: And, there are attorneys who refer 

people in automobile accidents to specific practitioners 

because of that. It happens. This isn't a perfect world we 

are dealing with. 

DR. LOMAZOW: Well, then, we would be very happy to 

participate in an increased amount of quality assurance. Once 
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again, as Mr. Maressa said, nothing is regulated more than 
medical fees. The State Board of Medical Examiners will sit on 

top of any physician who charges excessive fees. 

I had some conversations with adjusters for the 

Allstate Insurance Company. I' 11 make this brief because I 

know time is important. When a physician charges excessive 

fees to them-- They have a fee schedule of their own right 

now. They say, "Well, we are going to pay this amount of 

money." If someone charges more than that-- If somebody came 

into my off ice and I charged $500 to tap their knee, I would 
immediately get a cal 1 from the insurance company, and the 

adjuster would say, "We are not going to pay this bill." Then, 

they would take the bill and refer it to the State Board of 
Medical Examiners, or the State Medical Society, and I would 
get all kinds of flack because I did not charge reasonable and 

customary rates. 

This happens al 1 the time. The insurance companies 

don't pay any more than the prevailing rates. It is not like 

we're sitting there because we have unlimited medical coverage 

and writing a blank check. It doesn't work that way. 

SENATOR JACKMAN: Could that be possible -- and I am 

not being facetious when I say this-- You know, if I went to 

New York -- Park Avenue -- went to a doctor there, and then I 

went to a guy who lives around the corner from my house, do you 
think they are both going to charge me the same thing? 

DR. LOMAZOW: Absolutely not, because one of them may 

have higher expenses, one of them may have more expertise, one 

rnay...,_pJ;..ac.ti.ce •.. a~.~P.ec.i.a,l.t.y, .. whic~ m~y be more. 
SENATOR JACKMAN: Oh, that is what I was trying to 

find out. It goes by 

DR . LOMAZOvi' : 

insurance rates per 

expenses. 

No, that is why they charge automobile 

area. That is why they charge medical 

rates per area. There are four areas designated in this bill. 
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SENATOR JACKMAN: In other words, if you tap my knee 
in West New York it would cost me $10.00, but if you tapped it 

in Summit, I would have to pay $15.00. 

DR. LOMAZOW: You've got it. 

SENATOR DiFRANCESCO: Summit where? Hey, don't get my 

district in this. 

DR. LOMAZOW: Actually, it is not necessarily the more 

affluent areas. Newark is the highest area. If I tapped your 

knee in suburban Camden, it would cost you considerably less 

than if I tapped your knee in the middle of Newark. 

SENATOR JACKMAN: It costs you more to get mugged down 

there, too. 

SENATOR DiFRANCESCO: One more question just so that I 

am clear. You are suggesting that the practical effects of a 

reimbursement schedule for medical fees becomes a maximum fee 

schedule. The effects of it are--

DR. LOMAZOW: I don't understand the details of that 

question. 

SENATOR DiFRANCESCO: Wel 1, the bi 11 says that the 

Commissioner will develop a fee schedule for reimbursement 

purposes. You know that, right? That's why you brought it up. 

DR. LOMAZOW: Yes, absolutely, based on the prevailing 

rates of 90% of the practitioners within a given area. 

SENATOR DiFRANCESCO: You're saying that schedule 

becomes the maximum fee schedule really, and that is the 

maximum fee that you would charge. 

DR. LOMAZOW: Doctors have very, very bad experience 

with fee schedules. A number of years ago, Medicare said, "We 

will do this to you," then "We will do that to you," and now it 

has been two and a half years and Medicare has still not 

released their cap on medicals. HMO has come in, and they are 

giving us new fee schedules. We see 16 different kinds of fee 

schedules from them. Medicaid has given us a fee schedule, and 

Blue Cross has given us a fee schedule. All we know is that 
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our malpractice rates keep going up. Our expenses keep going 
up. Our environment to practice medicine becomes considerably 
less desirable to practice in, and yet we keep seeing these fee 
schedules. The more fee schedules we see, the more restrictive 
it becomes to practice medicine. 

SENATOR DiFRANCESCO: But with insurance, people go to 
the doctor's more often. That's basically-- Come on. The 
other side of that is you make more money, too. 

DR. LOMAZOW: That is not the case. For instance, in 
Medicaid--

SENATOR DiFRANCESCO: I don't want to-- Get back to 
my question. He's getting mad at me. 

DR. LOMAZOW: There is no sense in discussing this. 
Okay. 

SENATOR LESNIAK: Okay. Are there any other 
questions from the Committee? (negative response) 

DR. LOMAZOW: Senators, thank you for your time. 
SENATOR LESNIAK: Thank you very much, doctor. Gerald 

Baker, from the Trial Lawyers. 
G E R A L D B A K E R: Thank you, Senator. My name is 
Gerald Baker. I am speaking to you as a representative of the 
Association of Trial Lawyers of America, otherwise known as 
ATLA New Jersey. I don't have a prepared statement today; 
however, it will be submitted to you. 

Our position is in opposition to those portions of the 
proposed bill that limit the legal rights of persons injured in 
automobile accidents, most specifically the alternative verbal 
threshold, the medical expense deductibles -- which have not 
been mentioned today -- and the additional PIP as an add-on -­
which has not been mentioned today. 

I will not repeat things which have been said 
previously. We believe that the proposed legislation does not 
represent tort reform. Reform is a positive word that implies 
something for the better. We believe that the bill is 

_;, 
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reactionary. It is a response to a manufactured crisis that 
deprives victims of their legal rights. 

Now, we have talked about a lot of things today, 
bills, statistics, doctors and lawyers, and whatever, -but I 
know none of you forget that behind all of this are human 
beings, people who are victims our clients and your 
constituents. They are the ones I am concerned about. 

SENATOR LESNIAK: We are not really talking today -- I 
don't believe -- about the commercial insurance crisis. We are 
talking about the rates of automobile insurance in New Jersey, 
which have historically been among -- and I say among, not the 
highest -- among the highest, not the highest, in the nation 
from year to year to year to year. So, this report, this 
Committee looked not at the insurance industry as a whole, but 
the automobile insurance system in the State of New Jersey as 
compared to other states. Really, it has nothing to do with 
manufactured prices for past years. Is there anything else? 

MR. BAKER: It does have something to do with the fact 
that behind every accident ~, a victim. And if you are talking 
about saving money, you' re talking about saving money from 
somebody. I wi 11 suggest, and I wi 11 try to address your 
direction specifically in a moment. The people you are saving 
the money from, to lower the insurance rates, are people who 
are injured in accidents. They are victims. They are not 
represented before you today. They can't afford lobbyists, and 
they can't afford to have people come down to speak on their 
behalf as victims. 

As an attorney who represents injured people what I am 
saying is, I do represent these people. They are your 
constituents; they are my clients. We must remember that as we 
talk about saving dollars on insurance premiums, there is a 
trade-off. The trade-off is that behind this, somebody is not 
getting a recovery. That is the person who is injured. I just 
want to make sure that we all recognize that. 
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SENATOR LESNIAK: What is wrong with the consumer 

being able to make that choice? 

MR. BAKER: The question is whether or not the choice 

is one that is an acceptable choice. There are many things 

that we do not allow the consumer to choose. There are many 

products we do not allow the consumer to choose. There are 

many drugs we do not allow the consumer to consume. The fact 

that you are giving the consumer the choice of taking a verbal 

threshold does not mean that all of a sudden it is acceptable 

because the consumer can choose something that is bad for him 

or her. 

It is my position that a verbal threshold is bad. It 

is bad whether you give them the choice or whether you make it 

mandatory. Just because it is an option does not all of a 

sudden mean that a verbal threshold suddenly becomes acceptable 

because now the consumer can choose his own cost of a bad 

alternative. We currently have the best package--

SENATOR LESNIAK: You would equate the verbal 

threshold with an unsafe product or an unsafe drug? 

MR. BAKER: Yes, I would. Today we have the best 

insurance coverage in the United States. It is expensive, but 

you must recognize that in trying to save costs, what you are 

doing is taking away people's benefits. One of the things you 

are taking away from them is the right to sue. 

SENATOR LESNIAK: Wait a second. We are not taking 

that away. We are giving them the option to choose that 

themselves. Isn't there a difference there? 

MR. BAKER: There certainly is. However, if the 

option you are giving them is an unacceptable one -- and I' 11 

skip everything else and go right to the reasons why I think it 

is an unacceptable one -- then you are not doing anything to 

benefit your constituents. We currently have the best 

insurance 

liability 

coverage in 

system of 

the United States. 

coverage, with high 
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unlimited medical expense coverage. We have a good .lost wage 

income continuation program. We have essential services and 

funeral expense benefits. If the only thing you say is, "We 

want to save money. We are going to take away your benefits," 

that's fine. That is your philosophy. But if you want to go 

one step further and take away people's benefits and their 

rights to recover, I think you have to give them something else 

in return. You have to save them some money. You have to show 

them you are going to have a system· that is going to work 

properly. 

I don't believe that the verbal threshold accomplishes 

that. I don't believe that the bill that is being proposed 

accomplishes that, because there are all kinds of things in it 

that are not going to benefit the consumer. So, just giving 

them the choice is not the answer if the choice is not an 

acceptable one. 

SENATOR LESNIAK: You don't think that the consumer 

will save any money if he chooses the verbal threshold? 

MR. BAKER: From all the testimony I have heard today, 

plus I have read all of the Senate hearings, I was before the 

Assembly, and I have read every piece of information that was 

gi'ven to the Assembly, I have not seen one piece of hard, 

acceptable, documented statistic anything that would be 

admissible in a court of law -- to indicate that there would be 

any saving under a verbal threshold. 

SENATOR LESNIAK: Therefore, if the consumer is 

confronted with the option of having a verbal threshold or a 

nonverbal threshold, and will not get any savings in return for 

that, they won't choose it. Isn't that correct? 

MR. BAKER: Savings against the current system. 

Okay? The current system now gives people an alternative of a 

$200 threshold or what we have cal led an index threshold. It 

started at $1,500; it is now $1,700. There is no question that 

a $1,700 threshold that is in existence today will save the 
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consumer some money. It is about $50. oo. Allstate and State 

Farm testified that that is approximately what the saving is 

under a $1,700 threshold. 

What I am saying is, a verbal threshold in comparison 

to the law we have today-- There has been no evidence that a 

verbal threshold will save the consumer any more money than is 

currently available to them today. Let's look at the testimony 

that was before the Assembly. Allstate_indicated that a verbal 

threshold would save about 35% of the BI premium. That 

calculates out on an average of about $50.00. State Farm 
presented letters, and Assemblyman Adubato questioned Mr. 

VanNess, who I believe is here today, saying that the index 

threshold would save a policyholder about $50. oo. The way I 

read it, $50.00 is the same as $50.00. An index threshold or a 

verbal threshold will not accomplish anything. 

Before Senator Dalton's Committee, February 10, 1986, 

Mr. Currie (phonetic spelling), who is an actuary employed by 

Prudential, testified that there wouldn't be much difference 

between a Y'"'rbal threshold and the current indexed threshold. 

All I am saying to you is, the option that is available to the 

consumer today is perfectly adequate. Giving them a verbal 

threshold, whether it is mandatory or optional, is not going to 

do anything to change the current 

today in New Jersey. A verbal 

things. That is why I would like 

more reasons why I don't think 

acceptable alternative. 

system that is in existence 

threshold can do some bad 

to go on and give you a few 

the verbal threshold is an 

SENATOR. LESNIAK:. What. ,,b.ad .... th.ings .. are,. y.ou, .... talking .. 

about? 

MR. BAKER: Okay. I believe the indexed threshold we 

have today is adequate to remove minor cases from the court 

system. I would agree that a $200 threshold doesn't prevent 

many people from suing, and your 

target might make a lot of sense. 

a different story. 
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Dr. Lomazow gave you an example of a physician 

charging $30.00 for a visit. I don't think it is unreasonable, 

although fancy doctors may charge you a couple of hundred 

dollars for their initial evaluation. Most doctors are 

probably charging between $25.00 and $50.00 for a routine 

office treatment, what you keep going back for, physical 

therapy or whatever. To hit $1,700, which is the current 

threshold, you're talking about 40 or 50 office visits, sitting 

around the doctor's office in order ·to get your physical 

therapy or your other treatment. There are a lot of people who 

are just not going to do that for the purpose of just making a 

case. Remember, the $1, 700 threshold which exists today does 

not include hospitalization, does not include x-rays -- whether 

taken in the doctor's off ice or not - and does not include 

diagnostic testing, which is where all the big expenses are 

coming from today. CAT scans and all that fancy stuff are not 

included in the index threshold. The $1,700 applies only to 

doctors' bills for treatment. That is a pretty hefty threshold 

I would suggest. It is indexed, meaning it is going up every 

year. It went up 12% in 1985; 6% in 1986. At that rate, it is 

going to be $2,400 in 1990, and $3,000 in the year 1992. I 

suggest that that is sufficient to take minor injuries out of 

the legal system. 

The definition of verbal threshold, which is in the 

bill that is before the Committee, says that you cannot sue 

unless you have sustained an injury that creates a serious 

impairment of body function. Okay? I would suggest to you 

that a trauma that is strong enough to break a bone is a 

serious accident, and that that fracture, in and of itself, is 

a serious injury. I don't care what the long-term, permanent 

impairment of body function is. I suggest the fracture should 

be eliminated from the verbal threshold immediately. A 

dislocation of a joint-- Did any of you ever suffer a shoulder 

dislocation when you were playing ball as a kid in high school, 

football or whatever? 
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SENATOR DiFRANCESCO: Like Rutgers quarterbacks. 

MR. BAKER: That's a terrible injury not a 

fracture. Painful, significant injuries should not be included 

within a verbal threshold. Lacerations that require a 

significant number of sutures, whether or not there is a 

significant disfigurement-- You could cut open the top of your 

head and be in the hospital and be sewed up. I don't think 

these people should be prevented from their right to sue. 

Injuries to internal organs, normally · considered to be soft 

tissues -- kidneys, livers, spleens-- I think those injuries, 

in and of themselves, should be eliminated from a verbal 

threshold, and people should have the right to sue. 

New York has a provision that if you are disabled from 

your normal function, whether it is work or your activities 

around the house, for 90 out of the 180 days immediately after 

the accident, you can sue whether or not you have sustained a 

permanent injury because that initial injury was serious enough 

that they feel it is not a minor injury that should be taken 

out of the court system. 

So, the verbal threshold is no panacea. It takes away 

people's rights. I don't believe that the definition you 

drafted is adequate for me to recommend to anyone. I certainly 

wouldn't do it myself. I wouldn't give up a $1,700 or $200 

threshold for a verbal threshold. It takes away too many 

people's rights. The verbal threshold deprives people who are 

injured in accidents of their right to sue. Who does it 

protect? It protects the careless driver. It protects the 

person who caused the injury. For whose benefit? For the 

benefit· of the careless driver's insurance company. The 

insurance company saves money because they don't have to pay 

out on claims. 

So, you have to understand the process of what a 

verbal threshold does. Under a verbal threshold you are hoping 

that a large number of people will be prevented from suing. 
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So, those people don't get a recovery for pain and suffering. 

You are really taking money out of their pockets; they are the 

innocent victims of accidents. Money that should have gone to 

the victim of an accident under our current system is being 

saved. Now, where does that money go? Who gets it? 

The statute says -- if you read through your statute 

-- that the operator of an automobile is exempt from tort for 

noneconomic loss unless the injured pei:son sustains a serious 

impairment of bodily function. Well, who is the operator of 

the automobile? That is the tort-feasor, the careless driver, 

the drunk driver, the guy who runs someone down at an 

intersection, the person who sideswipes you on the highway. 

That person is being exempted from suit. Why? Why are we 

protecting the careless driver? That is what we are doing 

here. You are giving a secondary gain to the careless driver 

on the highways of the State of New Jersey. 

SENATOR CARDINALE: Excuse me. Mr. Chairman, may I 

ask a question about that? 

SENATOR LESNIAK: Sure. 

SENATOR CARDINALE: Isn't that what insurance does? 

MR. BAKER: Insurance spreads the risk amongst all the 

people in the State. 

SENATOR CARDINALE: No, no. But doesn't insurance 

have the effect of exempting that careless driver, that drunk 

driver, from the consequences of his actions? 

MR. BAKER: Insurance exempts him from paying--

SENATOR CARDINALE: If we extend your logic, shouldn't 

we outlaw insurance? 

SENATOR LESNIAK: To the extent of coverage. To the 

extent of the coverage. 

MR. BAKER: Exactly, it is only to the extent of 

coverage. What you' re saying is, the careless driver doesn't 

have to pay if he is adequately insured. Of course, if he is 

not adequately insured, he could have a judgment above his 

policy limits. 
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SENATOR CARDINALE: Well, then, what would you think 
of a theory that said you couldn't insure 100%? You can only 
insure 80% of the damage you have caused. 

MR. BAKER: Senator, I am not looking--
SENATOR CARDINALE: That would put the onus directly 

on people who are careless drivers, drunk drivers, etc. They 

would still have to pay something. 
MR. BAKER: We're not looking at insurance as a 

punitive measure to make people safer drivers. What we're 
saying is, between the careless driver and the innocent, 
injured victim, the innocent victim's rights should be 
considered first. I see no reason why either a careless driver 
or the insurance company -- which has been paid premiums to 
insure that person -- should be exempted from paying damages to 
anyone who that careless driver hurts. 

SENATOR JACKMAN: The alternative 
bankruptcy. 

MR. BAKER: No, the alternative-­
SENATOR JACKMAN: Wait. 
MR. BAKER: Okay. 

to that is 

SENATOR JACKMAN: If you have insurance and somebody 
sues for a million dollars, and you don't own a house, you will 
go into bankruptcy, and that is the end of that one. What the 
hell do you do with the guy who has the injury? What would you 
do? 

MR. BAKER: That was Senator Cardinale. I wasn't the 
one who suggested we get rid of insurance. The alternative to 
not having insurance could be bankruptcy, yes. But we do have 
insurance today, and we have· a system which · is now prof·i'tabTe 
for the insurance companies. It should be continued. We have 
liability coverage. You can protect yourself. 

SENATOR CARDINALE: Mr. Chairman, I can't let that 
stand on the record. 
insurance. 

I have not suggested that we outlaw 
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SENATOR JACKMAN: 
checking with him. 

I didn't think you did. I was 

MR. BAKER: But I didn't take that position. I can• t 
answer that. I agree with you 100%. It would be hazardous; it 
would be stupid to eliminate insurance coverage. The purpose 
of insurance coverage is to spread the risk. We have a system 
which I am suggesting to you is working. What this bill does 
is attempt to save money by stopping ~he insurance companies 
from paying out on lawsuits. They are going to save money. 

What I am saying is, why should they save money at the 
expense of the injured party, in order to protect the careless 
driver? The careless driver is the one who is not being sued 
because of a verbal threshold. 

SENATOR LESNIAK: That is a good point. Anything else? 
SENATOR CARDINALE: You are aware that the public is, 

in every survey, desirous of changes in our insurance laws that 
would result in lowered costs. Is there, in your vie~, having 
gone through all of these things--

SENATOR - ESNIAK: But, Gerry, who would say no to the 
question "Are you in favor of changes in our insurance laws 
that would result in lower costs of insurance?" 

SENATOR CARDINALE: The public is almost demanding of 
us -- in correspondence, in letters to the editor, in phone 
calls to our offices -- that we do something to bring down the 
costs of insurance. They see that as too high. 

SENATOR LESNIAK: The point that this is making-­
SENATOR CARDINALE: Is there something you see that we 

could do that would accomplish that public desire? 
MR. BAKER: Talk to the public after they 

accident, and you will find that their point 
different. When the constituent is home and well 

have had an 
of view is 
and reading 

newspapers by which he is being influenced, he is easy to talk 
to about saving on insurance premiums. But, after the person-­

SENATOR LESNIAK: Gerry, the answer to your question 
is no. (laughter) 
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MR. BAKER: The answer is, talk to those same people 
after they have had an accident. And I will tell you something 
else. If these people are deprived of their right to sue,,and 
they come to my office and I say, "Look, we can't represent you 
because of a verbal threshold"-- I happen to be a constituent 
of yours; I represent a lot of people in Bergen County. If I 
tell these people in Bergen County that they can no longer sue 
because of a verbal threshold, they are not going to be mad 
only at me, and they are not going to be mad only at the driver 
who ran them down on the road, and they are not going to be mad 
only at the legal system. I would suggest that they are going 
to be mad, also, with the legislators who--

SENATOR LESNIAK: How about the insurance agent? Are 
they going to be mad at him? 

MR. BAKER: Well, maybe their insurance companies also. 
SENATOR LESNIAK: No, no. How about the insurance 

agents? Do you ever turn around and sue the insurance agent? 
MR. BAKER: Yes, yes, frequently at this point. But 

the insurance agents (indiscernible) 
today. They are limited to the 

are lirr~ ted to one area 
area of uninsured and 

under-insured motorist coverage because there is coverage 
available today to protect people -- you and us -- if you are 
involved in an accident with someone who is uninsured, or who 
only has a $15,000 policy. If the agent doesn't advise you of 
those alternatives, then the agents are being sued. But, that 
is a whole other issue. 

I know you want to go. Let me give you just a comment 
on four points. A comment only; I will just mention them. 
Medical expense deductibles have not been mentioned today. I 
think they are unadvisable. I don't think they make sense. 
That's Section 6 of your proposed statute providing for the 
$500, $1000, and $2500 deductibles. 

MR. DAVIS: That is the current law. 
MR. BAKER: That is the current law, which is being 

included in Section 6 of the law that is being proposed. 
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SENATOR LESNIAK: Only because we are not changing 

that. 

MR. BAKER: Well, okay. I.' m tel ling you I can't-- I 

do not believe that Section 6 of your proposed statute is 

advisable. 

SENATOR LESNIAK: Do you mean Section 6 of the current 

laws of the State of New Jersey? 

MR. BAKER: No, Section 6 of the proposed bill, which 
refers to medical expense deductibles of $500, $1000, and $2500. 

MR. DAVIS: Yeah, that's the current law. 

SENATOR LESNIAK: That's existing law. 

MR. BAKER: That is the current law? 

MR. DAVIS: All I'm saying for the Committee's 

members' benefit is, that is the current law. It is not being 

changed by this bill. That section is only being amended 

because that is the setoffs which are being taken out, and also 

it is being amended to take out the exclusion part. So it is 

just really more of a technical amendment. 

MR. BAKER: Fine. The medical rxpense 1 imitation of 

$10, 000-- As an organization, we cannot support that where 

there is no catastrophic loss fund or other protection for the 

seriously injured person. I think it is just the wrong way to 

go about it. You are taking the people who are the most 

injured, and saying to them, "You may not get your medical 

bills paid for." 

You have a Section 9 with respect to additional PIP 

coverage. No one has discussed that. You are making an 

add-on. I don't agree with that philosophically. I believe 

that these are important coverages income continuation 

benefits, essential services and that they should be 

included as part of the mandatory personal injury protection 

package. 

.. SENATOR LESNIAK: Would you equate that part also to 

unsafe drugs and unsafe products as being the fact that the 

consumer shouldn't have that choice? 
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MR. BAKER: No, the consumer should have the choice, 
but it should be included as a mandatory part of the package. 

As exists today, they can have the option to not take that 

coverage. I think it should be flipped around the other way. 

I would just caution you, if you would look at Sections a. and 

b. of your Sect'ion 9, I don't believe the language is 

particularly clear as to your allowing the Commissioner to make 

certain determinations as to limits. I believe your language 

is mutually exclusive. Under essential services, you talk 

about a limit of $12 a day, and then you say the limit should 

be established by the Commissioner. Today you have a choice of 

$12 or $20, and I don't think the language makes sense the way 

it is drafted. I think it requires a little more analysis.· 

Likewise Section a. , which talks about income 

continuation benefits: "Which shal 1 be established at levels 
by the Commissioner, which shall not be less than $35,000 a 

year." I don't have the vaguest idea what that means. I think 

you are trying to say, "Up to limits of $35,000 a year." 

Auto arbitrat:~n-- There is a reason for the $15,000 

limit which exists today. The reason for it is, the basic 

policy mandatory compulsory insurance in the State of New 

Jersey is $15,000. Twenty-five percent of all the drivers in 

the State of New Jersey have a $15,000 limit. I suspect that 

is the reason why the arbitration limit in automobile cases was 
established at $15,000. I have not seen one argument, 
statistic or otherwise, giving me any reason why that limit 

should be increased to $20, ooo. I don't believe there is a 

r atianal .. ..r.eas.on -~fot inc.reas.ing .. that. limit .. 
Finally, the medical fee schedule. What I heard today 

I think is outrageous, the suggestion that if you put a fee 

schedule in for the purposes of reimbursing doctors and PIP, 

that those same doctors can go and charge the balance of their 

bills to their injured patients. I think if you put a fee 

schedule in that fee schedule should be mandatory on the 
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doctors. To start saying you are now going to have-- I don't 
know how many tiers are in the system now--

SENATOR DiFRANCESCO: Well, you think we ought to have 
a maximum fee schedule. 

MR. BAKER: I beg your 
SENATOR DiFRANCESCO: 

maximum fee schedule. 

pardon? 
You think we should have a 

MR. BAKER: No, I take no posit i_on on a fee schedule. 
SENATOR DiFRANCESCO: Oh. 
MR. BAKER: No position at all on a fee schedule. 

However, the comment that you are going to allow the doctors to 
be reimbursed at one level, and then turn around and charge 
their patients beyond that schedule, I think is outrageous. I 
think you have to be consistent. 

SENATOR DiFRANCESCO: What did I just ask you? Wait, 
what did I just ask you? 

SENATOR LESNIAK: Well, that really basically 
increases competition, to allow the doctors to advertise, or 
whatever. You know, "We will not charge you anything more than 
we get from the insurance company." That adds additional 
competition into the system. 

Thank you, Mr. Baker. 
MR. BAKER: Okay, we're down to rush time. Thank you 

for your attention. 
SENATOR LESNIAK: This hearing is adjourned. It wi 11 

be continued on or before October 16, at which point we will be 
prepared to vote on the bills before us, and others as they may 
be introduced. 

SENATOR CARDINALE: Mr. Chairman, will we have the 
transcript of this hearing before we are expected to--

SENATOR LESNIAK: Senator, weren't you here for the 
complete hearing? 

SENATOR CARDINALE: Sometimes, Senator, I think there 
needs to be a point to recording these hearings. If we are 
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recording them, are we going to transcribe them? 
SENATOR LESNIAK: I am told we will put a rush on the 

transcript, for your benefit, Senator Cardinale. 

(HEARING CONCLUDED) 
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