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SUBCHAPTER 1. COMMERCIAL AUTOMOBILE 
INSURANCE PLAN 

11:3-1.1 Purpose and scope 

(a) The purpose of this subchapter is to establish a plan 
pursuanttoN.J.S.A. 17:29D-1: 

1. To provide the coverages described herein, subject 
to the conditions stated, for motor vehicles other than those 
vehicles subject to the New Jersey Personal Automobile 
Insurance Plan and any other private passenger vehicle that 
is owned by or driven by a person who meets the definition 
of an eligible person pursuant to N.J.S.A. 17:33B-13 and 
N.J.A.C. 11 :3-34; 

2. To provide for the apportionment of insurance 
coverage for qualified applicants who are in good faith 
entitled to but are unable to procure the same, through the 
voluntary market; and 

3. To establish a procedure for the sharing of premi-
ums, losses, and expenses among all insurers who are 
participants in New Jersey as defined within this sub-
chapter for all risks qualified for coverage under the 
provisions of this subchapter. 

Amended by R.1996 d.58, effective February 5, 1996. 
See: 27 N.J.R. 3682(a), 28 N.J.R. 855(a). 
Amended by R.1996 d.502, effective October 21, 1996. 
See: 27 N.J.R. 4489(a), 28 N.J.R. 4586(a). 
Amended by R.2003 d.415, effective October 20, 2003. 
See: 35 N.J.R. 239l(a), 35 N.J.R. 4900(a). 

In (a), inserted "other" preceding "private passenger vehicle" in 1, 
substituted "qualified" for "eligible" preceding "applicants" in 2 and 
substituted "qualified" for "eligible" preceding "for coverage" in 3. 

11 :3-1.2 Definitions 

The following words and terms, when used in this 
subchapter, shall have the following meanings, unless the 
context clearly indicates otherwise: 

"CAIP" or "Plan" means the Commercial Automobile In-
surance Plan pursuant to this subchapter. 

"CAIP manager" means the entity employed by the Gov-
erning Committee to manage and conduct the administrative 
affairs of the CAIP on a daily basis. 

"Commissioner" means the Commissioner of the New 
Jersey Department of Banking and Insurance. 

"Emergency type vehicle" means any land vehicle, used to 
respond to distress calls, fires, or rescue, propelled by other 
than muscular power and not run upon rails or tracks. This 
term includes, but is not limited to, fire trucks, rescue trucks, 
police cars and ambulances. 

"Gross participation" means a participant's Voluntary All 
Other Automobile Direct Written Premiums derived from 
information contained in the annual statement times a 
fraction, the numerator of which is the sum of the plan's total 
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written premiums for that year and the Statewide total 
Voluntary All Other Automobile Direct Written Premiums 
which are eligible for depopulation credit for that policy year, 
and the denominator of which is the Statewide total Volun-
tary All Other Automobile Net Direct Written Premiums of 
all participants for that second prior year. 

"Light truck" means a vehicle with a gross vehicle weight 
(G.V.W.) of 10,000 pounds or less. 

"Motor vehicle" means any land vehicle propelled other-
wise than by muscular power including trailers and semi-
trailers, except such vehicles that run only upon rails or 
tracks. 

"Net participation" means a participant's gross participa-
tion for that policy year less its business eligible for depopu-
lation credit for that policy year. 

"Net participation percentage" means a participant's net 
participation for that policy year in proportion to the com-
parable Statewide total net participation for all participants. 

"Operating headquarters" means the chief place of business 
where the principal officers generally transact business, and 
the place to which reports are made and from which orders 
emanate. It is the location where the executive offices are, 
corporate decisions are made and corporate functions are 
performed. 

"Participant" means an insurer licensed and authorized to 
write motor vehicle liability or physical damage insurance 
and specifically includes any insurer who writes all other 
automobile liability and all other automobile physical damage 
insurance. 

"Personal injury protection" means those benefits as set 
forth at N.J.S.A. 39:6A-4. 

"Policy year" means the exposure and premiums for all 
policies written during a calendar year and all losses attrib-
utable to policies written during the same calendar year. 

"Private passenger automobile" means a vehicle that meets 
the definition in N.J.S.A. 39:6A-2a, that is not eligible for 
coverage through any voluntary or residual market mech-
anism created by statute, and is owned by an individual or 
husband and wife; or owned jointly by two or more relatives 
other than husband and wife; or owned jointly by two or more 
resident individuals; or owned by a corporation, partnership 
or unincorporated association, governmental agency, or 
registered to a professional designation (that is, TIA, PA or 
P.C.) where such automobiles are furnished to individuals and 
are not used for business purposes. 

"Private passenger type automobile" means a vehicle that 
meets the definition in N.J.S.A. 39:6A-2a and is owned by a 
corporation, partnership or any other entity except an indi-
vidual or husband and wife and used for business purposes. 
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"Qualified applicant" means the owner or registrant of a 
motor vehicle registered in New Jersey or to be registered 
within 60 days who is unable to obtain automobile insurance 
in New Jersey in the voluntary market and is not in good faith 
qualified for automobile insurance coverage in any residual 
market mechanism created by statute other than the CAIP. 
For multi-state operations, the applicant must have its 
operating headquarters in New Jersey but vehicles may be 
registered in other states. No applicant shall be deemed 
qualified if the principal operator of the vehicle to be insured 
does not hold a driver's license which is valid in New Jersey, 
or if a regular operator of the vehicle other than the principal 
operator does not hold such a license. 

"Voluntary All Other Automobile Direct Written Premi-
ums" means automobile liability, personal injury protection, 
and physical damage premiums written by a participant on 
New Jersey risks, minus: 

1. CAIP direct written premiums included in the 
figures which the participant wrote as a service carrier for 
CAIP; 

2. Any direct written premiums included in the figures 
from insureds who are qualified applicants for any residual 
market mechanism created by statute other than the CAIP; 

3. Any reinsurance premiums assumed from other 
insurers included in the figures; 

4. Any premiums for Death and Disability coverage 
included in the figures; 

5. Private passenger nonfleet automobile bodily injury 
and property damage liability, medical payments, basic and 
additional personal injury protection and uninsured and 
underinsured motorists and physical damage voluntary 
premium; 

6. Miscellaneous nonfleet specialty personal automo-
bile bodily injury and property damage and physical dam-
age liability voluntary premiums for any class approved by 
the Department as specified in the plan of operation; and 

7. Taxi bodily injury, property damage liability, 
uninsured and underinsured motorists and physical damage 
premiums. 

Amended by R.1991 d.45, effective February 4, 1991. 
See: 22 N.J.R. 1678(a), 23 N.J.R. 306(b). 

Deleted definition of NJAFIUA and references to it; added text to 
definitions for "Private passenger automobile" and "Voluntary All Other 
Automobile Direct Written Premiums." 
Amended by R.1996 d.502, effective October 21, 1996. 
See: 27 N.J.R. 4489(a), 28 N.J.R. 4586(a). 
Amended by R.1998 d.591, effective December 21, 1998 (operative 

March 22, 1999). 
See: 30 N.J.R. 3202(a), 30 N.J.R. 4390(b). 

Inserted "Personal injury protection". 
Amended by R.2003 d.415, effective October 20, 2003. 
See: 35 N.J.R. 239l(a), 35 N.J.R. 4900(a). 

In "CAIP", inserted "or Plan" following "CAIP"; deleted "Eligible 
applicant"; in "Participant", substituted "or" for "and" following 
"vehicle liability"; in "Private passenger automobile", substituted "or" 
for "and" preceding "unincorporated association"; in "Private passenger 
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type automobile", inserted "and used for business purposes" following 
"husband and wife"; added "Qualified applicant"; rewrote "Voluntary 
All Other Automobile Direct Written Premiums". 
Amended by R.2006 d.243, effective July 3, 2006. 
See: 37 N.J.R. 4162(a), 38 N.J.R. 2828(c). 

In definition "Voluntary All Other Automobile Direct Written 
Premiums", inserted "and physical damage" in 5 and 6. 

11 :3-1.3 Creation of the plan 

(a) There is created in the State of New Jersey a plan for 
the administration and apportionment of automobile insur-
ance for qualified applicants to be known as the Commercial 
Automobile Insurance Plan hereafter referred to as "CAIP." 

(b) CAIP shall be administered by the governing com-
mittee pursuant to this subchapter and a plan of operation 
approved by the Commissioner. 

( c) Every insurer admitted to transact and transacting 
motor vehicle insurance in the State of New Jersey shall 
participate in CAIP to the extent required by this subchapter 
and the plan of operation. 

Amended by R.1996 d.502, effective October 21, 1996. 
See: 27 N.J.R. 4489(a), 28 N.J.R. 4586(a). 

11 :3-1.4 Governing committee 

(a) CAIP shall be administered by a governing committee 
of 14 members. 

l. Eight members shall be salaried employees of 
insurers that are participants in CAIP. Except as provided 
in (a)4 below, no CAIP servicing carrier or any parent, 
subsidiary or affiliate thereof, shall serve as a member of 
the Governing Committee. 

2. Three members shall be licensed producers. 

3. One member shall be public representative who is 
knowledgeable about automobile insurance matters but 
who is not employed by, or otherwise affiliated with, 
insurance producers, or other entities of the insurance 
industry. 

4. One member shall be a salaried employee of a 
servicing carrier for the CAIP. 

5. The Commissioner or his or her designee shall be an 
ex-officio member of the committee. 

(b) The following organizations shall each nominate two 
members to represent participants of CAIP: 

1. The Alliance of American Insurers; 

2. The American Insurance Association; and 

3. The National Association of Independent Insurers. 

(c) Participants which are not members of the organiza-
tions in (b) above shall nominate two members to represent 
participants in accordance with a fair method set forth in the 
plan of operation. 
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( d) The following organizations shall each nominate one 
member to represent producers: 

1. Independent Insurance Agents of New Jersey; 

2. Insurance Brokers Association ofNew Jersey; and 

3. Professional Insurance Agents of New Jersey. 

( e) All members shall be appointed by the Commissioner 
and shall serve for one year or until a successor is appointed. 
Each member may designate an alternate. In the event the 
Commissioner fails to appoint a nominee, the organization 
shall nominate another representative. 

(f) The governing committee of the existing Commercial 
Automobile Insurance Plan shall act as the governing com-
mittee for CAIP until the CAIP governing committee is ap-
pointed pursuant to this section. 

(g) All meetings of the governing committee shall be 
conducted in accordance with this subchapter and the plan of 
operation. 

(h) Pursuant to this subchapter and the plan of operation, 
the governing committee shall have the following duties: 

1. To assume the assets and liabilities of the Commer-
cial Automobile Insurance Plan on behalf of the member 
insurers; 

2. To assume the rights and obligations of the Com-
mercial Automobile Insurance Plan on behalf of the 
member insurers; 

3. To develop and submit for approval by the 
Commissioner. 

i. A plan of operation; and 

ii. A rating system, including rates, rules and forms; 

4. To appoint, conditionally appoint or terminate: 

i. A CAIP manager subject to approval by the 
Commissioner, which shall be located in this State; 

ii. At least two servicing carriers; and 

111. Other employees, professionals, and contractors 
required to administer CAIP. 

5. Enter into and/or negotiate contracts as are necessary 
or proper to carry out the provisions of this subchapter; 

6. Sue or be sued in the name of the CAIP, including 
taking any legal actions measuring or proper for recovery 
of any assessments for, on behalf of or against members. A 
judgment against the CAIP shall not create any direct 
liability against the governing committee or its individual 
members, or the individual participating members of the 
CAIP. 

7. To budget expenses, levy assessments, and disburse 
funds; 
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8. To investigate complaints and hear appeals from 
applicants, insureds, producers, servicing carriers or partic-
ipants about any matter pertaining to the proper admin-
istration of the CAIP; 

9. To arrange for an independent audit of CAIP each 
year which shall include all servicing carriers; 

10. To furnish all participants with: 

i. An annual written operations report; 

ii. The approved annual budget upon request; 

iii. A copy of the annual audit upon request; 

iv. A copy of the plan of operation, and all 
amendments; 

v. A copy of all rates, rules and manuals upon re-
quest; and 

vi. A copy of the minutes from all meetings upon 
request; 

11. To audit the records of any participant relating to the 
subject matter of CAIP and establish such policies, records, 
books of account, documents and related material which 
shall be maintained for the proper administration of CAIP; 

12. To perform such other functions as may be neces-
sary and proper to administer CAIP in accordance with this 
subchapter and the approved plan of operation; 

13. To indemnify on behalfofthe member insurers each 
member of the governing committee, and employees for 
any and all claims, suits, costs of investigations, costs of 
defense, settlements or judgments against them on account 
of an act or omission in the scope of the member's duties 
or employee's employment. CAIP shall refuse to indem-
nify if it determines that the act or failure to act was due to 
actual fraud, willful misconduct or actual malice. 

14. Appoint from among its members or from qualified 
nonmembers appropriate legal, actuarial, claims, and other 
committees as necessary to provide technical assistance in 
the operation of the CAIP, policy and other contract 
design, and any other function within the authority of the 
CAIP; 

i. The Commissioner or his or her designee may 
serve as an ex-officio, non-voting member of any com-
mittee (except the appeals subcommittee) established 
pursuant to this section. 

Amended by R.1996 d.502, effective October 21, 1996. 
See: 27 N.J.R. 4489(a), 28 N.J.R. 4586(a). 
Amended by R.2003 d.415, effective October 20, 2003. 
See: 35 N.J.R. 239l(a), 35 N.J.R. 4900(a). 

Rewrote (a)l and (a)4. 

Case Notes 
Governing committee of Commercial Automobile Insurance Plan 

(CAIP) could not decide servicing carrier's claim for exception to 
limitations period on corrections and adjustments to premium data for 
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An "affiliate" of, or a person "affiliated" with, a specific 
person, means a person that directly, or indirectly through one 
or more intermediaries, controls, or is controlled by, or is 
under common control with, the person specified. 

"Automobile" means a private passenger automobile of a 
private passenger or station wagon type that is owned or 
hired, and is neither used as a public or livery conveyance for 
passengers nor rented to others with a driver; a motor vehicle 
with a pickup body, a delivery sedan, a van, or a panel truck 
or camper type vehicle used for recreational purposes, owned 
by an individual or jointly by individuals who are residents of 
the same household, not customarily used in the occupation, 
profession or business of the insured other than farming or 
ranching; and solely for the purpose of this plan, a motorcycle 
as defined in N.J.S.A. 39:1-1. An automobile owned by a 
farm family copartnership or corporation, which is principally 
garaged on a farm or ranch and otherwise meets this 
definition, shall be considered a private passenger automobile 
owned by two or more relatives resident in the same 
household. 

"Automobile insurance" means direct insurance against 
injury or damage, including the legal liability therefor, arising 
out of the ownership, operation, maintenance or use of auto-
mobiles, including, but not limited to, personal injury pro-
tection insurance, bodily injury liability insurance, property 
damage liability insurance, physical damage insurance, and 
uninsured and underinsured motorist insurance. 

"Automobile insurance urban enterprise zone" or "UEZ" 
means a geographic area identified by zip codes and 
designated by the Commissioner pursuant to N.J.A.C. 11 :3-
46. 

"Commissioner" means the Commissioner of the New 
Jersey Department of Banking and Insurance. 

"Department" means the New Jersey Department of Bank-
ing and Insurance. 

"Insurer" means any person or persons, corporation, asso-
ciation, partnership, company, or other legal entity authorized 
to transact the business of private passenger automobile 
insurance in this State, except any residual market mechanism 
created by or pursuant to statute. 

"LAD carrier" means a limited assignment distribution 
carrier which is a participating insurer which agrees to accept 
the assignments of another insurer pursuant to this subchapter 
and procedures set forth in the plan of operation. 

"P AIP" means the Personal Automobile Insurance Plan 
established pursuant to this subchapter. 

"Personal private passenger automobile insurance" means a 
policy of automobile insurance principally used to provide 
primary insurance on private passenger automobiles which 
are owned individually, or jointly by individuals who are 
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residents of the same household, and used for personal, 
family, or household needs. 

"Qualified eligible person" means a person who meets the 
defmition of an eligible person at N.J.A.C. 11 :3-34.4 but who 
has been denied an automobile insurance policy by an insurer 
permitted to use its alternate underwriting rules pursuant to 
N.J.A.C. I 1:3-35A. 

Amended by R.1993 d.548, effective November 15, 1993. 
See: 25 N.J.R. 2212(a), 25 N.J.R. 5215(a). 
Amended by R.2001 d.44, effective February 5, 2001. 
See: 32 N.J.R. 389l(a), 33 N.J.R. 573(a). 
Amended by R.2004 d.165, effective April 19, 2004. 
See: 35 N.J.R. 4429(a), 36 N.J.R. 1929(a). 

Added "Automobile insurance urban enterprise zone" and "Qualified 
eligible person". 

11:3-2.3 Creation of the plan 

(a) There is created in the State of New Jersey a plan for 
the administration and apportionment of personal private 
passenger automobile insurance for qualified applicants to be 
known as the New Jersey Personal Automobile Insurance 
Plan, hereafter referred to as "PAIP." 

(b) The PAIP shall be administered by a governing com-
mittee pursuant to this subchapter and a plan of operation 
approved by the Commissioner. 

( c) The administrative offices of the P AIP shall be located 
within the State of New Jersey. 

11:3-2.4 Exemptions 

(a) Every insurer shall participate in the PAIP to the extent 
required by this subchapter and the plan of operation. 

(b) The requirements of this subchapter shall not apply to 
the following: 

I. Insurers that have not issued or renewed policies of 
private passenger automobile insurance in New Jersey 
since December 31, 1983; 

2. Insurers that have issued or renewed policies of 
private passenger automobile insurance in New Jersey 
since December 31, 1983, but only in accordance with a 
commercial lines rating system filed and approved 
pursuant to N.J.S.A. I 7:29AA-1 et seq. 

3. Insurers transacting private passenger automobile 
insurance business in New Jersey subject to a plan of 
orderly withdrawal approved in accordance with N.J.A.C. 
11 :2-29, but only to the extent that waiver of participation 
in the PAIP is explicitly provided by the terms of the 
approved plan of orderly withdrawal; or 

4. Insurers transacting private passenger automobile 
insurance business in New Jersey subject to an order issued 
by the Commissioner in accordance with N.J.S.A. I 7:33B-
23 and 24, but only to the extent provided by the terms of 
the order. 

3-15 Supp. 7-3-06 
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( c) Insurers that currently insure, or have insured since 
December 31, 1983, only certain types of automobiles (for 
example, motor homes, recreational vehicles, antique 
automobiles or motorcycles) shall participate in the PAIP but 
only for the particular types of automobiles currently being 
insured. 

( d) Insurers claiming to be excluded from participation 
pursuant to the provisions of (b) or ( c) above shall comply 
with the following: 

1. Such insurers shall file with the P AIP no later than 
60 days from the effective date of this rule a certified 
statement containing the following information: 

i. The insurer's name, including the NAIC group 
number; 

ii. A statement that the insurer is not required to 
participate in the P AIP or receive assignments through 
the PAIP; 

iii. The factual basis upon which the insurer relied to 
determine that it is not required to comply fully with this 
sub chapter; 

iv. The particular provision of this rule under which 
the insurer is included; and 

v. A certification by an officer of the insurer that 
the statement is complete, correct and accurate to the 
best of the officer's information, knowledge and belief 
based upon the officer's personal review of all relevant 
records. 

2. The certified statement shall be sent to the PAIP at 
the following address: 

PAIP Exemptions 
New Jersey Personal Automobile Insurance Plan 
6000 Midlantic Drive 
Suite 200 North 
Laurel Corporate Center 
Mt. Laurel, NJ 08054 

3. A copy of the information filed pursuant to (c)l and 
2 above shall be filed with the Department at the following 
address: 

Property & Casualty 
New Jersey Department of Banking and Insurance 
20 West State Street 
POBox325 
Trenton, New Jersey 08625-0325 

New Rule, R.1993 d.548, effective November 15, 1993. 
See: 25 N.J.R. 2212(a), 25 N.J.R. 5215(a). 
Amended by R.2001 d.44, effective February 5, 2001. 
See: 32 N.J.R. 389l(a), 33 N.J.R. 573(a). 
Amended by R.2006 d.243, effective July 3, 2006. 
See: 37 N.J.R. 4162(a), 38 N.J.R. 2828(c). 

In (d}2, substituted "6000" for "2000" and "Suite 200 North" for 
"Suite 450"; and in (d)3, substituted "Property & Casualty" for "ARM 
Unit". 
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11:3-2.5 Governing committee 

(a) The PAIP shall be administered by a governing com-
mittee of 14 members. 

1. Eight members shall be salaried employees of an 
insurer which is a participant in PAIP. 

2. Three members shall be licensed producers. 

3. One member shall be a public representative who is 
knowledgeable about automobile insurance matters but 
who is not employed by, or otherwise affiliated with, in-
surers, insurance producers, or other entities of the insur-
ance industry. 

4. One member shall be a salaried employee of an 
approved LAD carrier for the PAIP, provided that neither 
the LAD carrier nor any affiliate of the LAD carrier 
otherwise serves as a member of the governing committee. 

5. The Commissioner shall be an ex-officio, non-voting 
member of the committee. The Commissioner may desig-
nate an alternate. 

(b) The following organizations shall each nominate two 
members to represent insurer participants of P AIP: 

1. The Alliance of American Insurers; 

2. The American Insurance Association; and 

3. The National Association oflndependent Insurers. 

( c) Insurers which are not members of the organizations in 
(b) above shall nominate two members to represent insurer 
participants in accordance with a fair method set forth in the 
plan of operation. 

( d) The following organizations shall each nominate one 
member to represent producers: 

1. Independent Insurance Agents of New Jersey; 

2. Insurance Brokers Association of New Jersey; and 

3. Professional Insurance Agents of New Jersey. 

(e) All members shall be appointed by the Commissioner. 
The members of the initial governing committee appointed 
pursuant to this subchapter shall serve for two years or until a 
successor is appointed. Thereafter, all members shall serve 
for one year or until a successor is appointed. Each member 
may designate an alternate. In the event the Commissioner 
fails to appoint a nominee, the organization shall nominate 
another representative. 

(f) All meetings of the governing committee shall be 
conducted in accordance with this subchapter and the plan of 
operation. 

(g) The governing committee shall have the power and 
duty to: 
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1. Develop and submit for approval to the Commis-
sioner: 

1. A plan of operation; 

ii. A rating system, including rates, rules and forms; 
and 

iii. A plan for a producer certification program, 
which may not exclude those producers with no 
affiliation with an insurer. 

2. Appoint, conditionally appoint or terminate: 

i. A PAIP manager, subject to approval by the 
Commissioner, which shall be located in this State, to be 
responsible for the conduct and administrative affairs of 
the PAIP; and 

ii. Other employees, professionals, and contractors 
required to administer the P AIP. 

3. Enter into contracts as are necessary or proper to 
carry out the provisions of this subchapter; 

4. Sue or be sued in the name of the PAIP, including 
taking any legal actions necessary or proper for recovery of 
any assessments for, on behalf of, or against members. A 
judgment against the P AIP shall not create any direct 
liability against the governing committee or its individual 
members, or the individual participating members of the 
PAIP. The PAIP shall not be liable for claims made on or 
pursuant to individual policies issued through the PAIP; 

5. Budget expenses, levy assessments, and disburse 
funds; 

6. Investigate complaints and hear appeals from 
applicants, insureds, producers, LAD carriers, or insurers 
about any matter pertaining to the proper administration of 
the PAIP; 

7. Arrange for the independent audit of the P AIP each 
year; 

8. Furnish all insurers with: 

1. An annual written operations report; 

ii. The approved annual budget upon request; 

n1. A copy of the annual audit upon request; 

iv. A copy of the plan of operation, and all 
amendments; 

v. A copy of all policy forms, rates, rules and 
manuals upon request; and 

vi. A copy of the minutes from all meetings upon 
request; 

9. Audit the records of any insurer relating to the 
subject matter of PAIP and establish such policies, records, 
books of account, documents and related material which 
shall be maintained for the proper administration of PAIP; 

11:3-2.6 

10. Indemnify each member of the governing committee 
and P AIP employees for any and all claims, suits, costs of 
investigations, cost of defense, and settlements or judg-
ments against them on account of an act or omission in the 
scope of the member's duties or employee's employment. 
The PAIP shall refuse to indemnify if it is determined that 
the act or failure to act was due to actual fraud, willful 
misconduct or actual malice; 

11. Appoint from among its members or from qualified 
nonmembers appropriate legal, actuarial, claims, and other 
committees as necessary to provide technical assistance in 
the operation of the PAIP, policy and other contract design, 
and any other function within the authority of the PAIP; 

i. The Commissioner may serve as an ex-officio, 
non-voting member of any committee established pur-
suant to this section. The Commissioner may designate 
an alternate; and 

12. Perform such other functions as may be necessary 
and proper to administer PAIP in accordance with this 
subchapter and the approved plan of operation. 

Amended by R.1993 d.548, effective November 15, 1993. 
See: 25 N.J.R. 2212(a), 25 N.J.R. 5215(a). 

11 :3-2.6 Plan of operation 

(a) The plan of operation shall provide for the prompt and 
efficient provision of personal private passenger automobile 
insurance to qualified applicants. The plan of operation shall 
provide for, among other matters: 

1. The internal organization and proceedings of the 
governing committee; 

2. Standards and procedures for: 

i. The appointment, compensation, and termination 
of producers, the P AIP manager, and other employees, 
professionals and contractors required to administer the 
PAIP; 

ii. The appointment, compensation, and termination 
by insurers of LAD carriers (consistent with any require-
ments established by regulation by the Commissioner); 

3. Performance standards for insurers, producers, LAD 
carriers, the PAIP manager, and other employees, profes-
sionals and contractors required to administer the PAIP; 

4. A producer certification program, which may not 
exclude producers with no affiliation with a voluntary 
market insurer; 

5. The extent of coverage to be offered by PAIP to 
qualified applicants; 

6. Procedures to apply for coverage; 

7. Commissions to be paid producers; 
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8. Procedures for cancellation or the nonrenewal of 
policies; 

9. Methods and means for the collection, investment 
and disbursement of funds; 

10. Development and maintenance of a statistical plan 
and manuals incorporating that plan, which shall be subject 
to the prior approval by the Commissioner in the same 
manner as the plan of operation; and 

11. Such other provisions as are deemed necessary by 
the governing committee for the operation of the PAIP. 

(b) The governing committee shall, by May 1, 1992, sub-
mit to the Commissioner, for his or her review and approval, 
a proposed plan of operation. The governing committee may 
propose an amendment to the plan of operation at any time. 

( c) The proposed plan and any amendments shall be 
submitted to the Commissioner for his or her review and 
approval. If approved, the Commissioner shall certify ap-
proval to the governing committee. 

1. If the Commissioner disapproves all or any part of 
the plan of operation or any amendment, he or she shall 
return same to the governing committee with a statement 
that sets forth the reasons for his or her disapproval and 
may include other recommendations he or she may wish to 
make. 

2. If the governing committee does not submit a plan of 
operation by May 1, 1992, or a new plan which is 
acceptable to the Commissioner within 30 days after the 
disapproval of a proposed plan, the Commissioner may 
promulgate a plan of operation and certify same to the 
governing committee. 

3. The Commissioner may review the plan of operation 
at any time and may propose amendments to the governing 
committee. If the governing committee does not adopt 
amendments acceptable to the Commissioner within 30 
days, the Commissioner may certify amendments and their 
effective date to the governing committee. For good cause 
shown, the Commissioner may certify proposed amend-
ments two days after copies of the proposal are provided to 
the governing committee. 

Amended by R.1993 d.548, effective November 15, 1993. 
See: 25 N.J.R. 2212(a), 25 N.J.R. 5215(a). 

11 :3-2. 7 Coverage 

(a) PAIP shall provide to qualified applicants bodily injury 
liability, property damage liability, personal injury protection, 
uninsured/underinsured motorists and physical damage cover-
ages at the minimum levels required by law, including all 
options related thereto. 

(b) P AIP shall provide a variety of increased limits for the 
above coverages up to the following: 

DEPT.OF INSURANCE 

1. $250,000 per person/$500,000 per accident for 
bodily injury liability coverage, and $100,000 for property 
damage liability coverage, or a combined single limit of 
$500,000 for bodily injury liability and property damage 
liability coverage; 

2. $250,000 per person/$500,000 per accident for unin-
sured/underinsured motorists bodily injury liability cov-
erage and $100,000 for uninsured/underinsured motorists 
property damage liability coverage, or a combined single 
limit of $500,000 for uninsured/underinsured bodily injury 
liability and property damage liability coverages. 

( c) The P AIP shall provide additional personal injury 
protection coverages as set forth in N.J.S.A. 39:6A-10. 

( d) The PAIP shall provide physical damage coverages 
with no less than the minimum deductibles required pursuant 
to N.J.S.A. 17:29A-39. PAIP shall offer higher deductibles as 
provided byN.J.A.C. 11:3-13.3. 

1. All physical damage coverages shall be on an 
"actual cash value" basis, less deductible, subject to a 
maximum loss payable of $60,000, or such amount at 
which physical damage coverage may be placed in the 
surplus lines market as set forth on the exportable list 
promulgated by the Commissioner pursuant to N.J.S.A. 
17:22-6.43. 

2. For purposes of this section, "actual cash value" 
means the replacement cost of the automobile, less phys-
ical depreciation. 

Amended by R.2006 d.243, effective July 3, 2006. 
See: 37 N.J.R. 4162(a), 38 N.J.R. 2828(c). 

Substituted "$60,000" for "$30,000" in (d)l. 

Case Notes 
Motorcycle insurer, which provided only the statutory minimum 

third-party coverages was not obligated to offer insured opportunity to 
purchase underinsured motorist (UIM) coverage up to combined 
statutory limit, since insureds could not purchase UIM coverage above 
their liability limits. Selective Ins. Co. of America v. Hojnoski, 317 
N.J.Super. 331, 722 A.2d 118 (A.D.1998). 

11 :3-2.8 Eligibility 

(a) PAIP shall provide coverage to all qualified applicants. 
For purposes of this subchapter, a "qualified applicant" 
means: 

1. A person who is not an "eligible person" as defined 
in N.J.A.C. 11 :3-34.4 or who is a qualified eligible person; 
and 

2. A person domiciled in New Jersey, who is an owner 
of an automobile registered and principally garaged in this 
State or will be registered and principally garaged in this 
State within 60 days. 

(b) "Qualified applicant" shall also include military per-
sonnel with respect to an automobile if, at the time 
application is made, the applicant is a nonresident who is 
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stationed in this State, whose automobile is registered in 
another State and garaged in this State. 

(c) No person shall, however, be deemed a qualified 
applicant, if the principal operator of the automobile to be 
insured does not hold a driver's license which is valid in this 
State; or if a regular operator of the automobile other than the 
principal operator does not hold such a license; or if timely 
payment of premium is not tendered; or if the principal 
operator of the automobile does not furnish the information 
necessary to effect insurance; or if such person rents or leases 
automobiles to others which are used for commercial 
purposes. 

( d) As a prerequisite to consideration for assignment under 
the PAIP, the applicant must certify, in the prescribed 
application form approved by the Commissioner, that he or 
she has attempted, within 60 days prior to the date of 
application, to obtain automobile insurance in the State and 
that he or she is a qualified applicant as set forth in (a), (b) 
and (c) above. An applicant so certifying shall be considered 
for assignment upon making application in good faith to the 
PAIP. An application shall be considered in good faith if he 
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or she reports all information of a material nature and does 
not willfully make incorrect or misleading statements in the 
prescribed application form approved by the Commissioner. 

( e) The governing committee shall establish procedures in 
the plan of operation with respect to documentation to be 
provided by the applicant and producer showing the reasons 
for termination of previous insurance coverage, including, but 
not limited to: 

1. Previous insurance company name and policy num-
ber; 

2. Reasons for termination and effective date of termi-
nation; 

3. Claim history for the preceding three years; 

4. Driving history for each operator; and 

5. Copies of vehicle registration(s). 

(f) The governing committee shall establish procedures for 
the cancellation or nonrenewal of policies to persons who are 
not or are no longer qualified applicants. 

Next Page is 3-18.1 3-18.0.1 Supp. 7-3-06 


