AUTOMOBILE INSURANCE

CHAPTER 3

AUTOMOBILE INSURANCE

Authority
N.JS.A. 17:1C-6(e).

Source and Effective Date

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

Executive Order 66(1978) Expiration Date
Chapter 3, Automobile Insurance, expires on January 4, 1996.

Chapter Historical Note

This chapter was formerly entitled “New Jersey Automobile Insur-
ance Plan”. The chapter became effective January 31, 1972 as R.1972
d.20. See: 3 N.JR. 223(d), 4 N.J.R. 49(d). Subchapter 7 became
effective December 4, 1972 as R.1972 d.244. See: 4 N.J.R. 270(a), 5
N.J.R. 13(c).

1973 Revisions: Amendments became effective January 3, 1973 as
R.1973 d.3. See: 4 N.UJ.R. 307(a), 5 NJ.R. 47(d). Further amend-
ments became effective January 25, 1973 as R.1973 d.30. See: 4 N.J.R.
305(b), 5 N.J.R. 48(a). Further amendments became effective January
26, 1973 as R.1973 d.35. See: 5 NJ.R. 20(b). Further amendments
became effective May 31, 1973 as R.1973 d.140. See: 5 N.J.R. 150(a),
5 N.JR. 229(b). Further amendments became effective August 31,
1973. See: 5 N.JLR. 350(b). Further amendments became effective
December 4, 1973 as R.1973 d.337. See: 6 N.J.R. 15(d).

1974 Revisions: Amendments became effective July 24, 1974 as
R.1974 d.208. See: 6 N.J.R. 322(b).

1975 Revisions: Amendments becamé effective July 1, 1975 as
R.1975 d.130. See: 7 N.J.R. 113(a), 7 N.J.R. 276(d).

1976 Revisions: Subchapter 10 became effective May 1, 1976 as
R.1976 d.46 and R.1976 d.47. See: 8 N.JR. 38(b), 8 NJ.R. 136(b).
Amendments became effective October 18, 1976 as R.1976 d.328. See:
8 N.J.R. 421(a), 8 N.JJ.R. 516(a). Further amendments became effec-
tive November 22, 1976 as R.1976 d.371. See: 8 N.J.R. 481(b), 8
N.J.R. 559(c).

1977 Revisions: Amendments became effective March 23, 1977 as
R.1977 d.100. See: 9 N.JR. 178(b). Further amendments became
effective March 31, 1977 as R.1977 d.114. See: 9 N.J.R. 127(a), 9
N.J.R. 239(a).

1978 Revisions: Amendments became effective January 1, 1978 as
R.1977 d.437. See: 9 N.J.R. 435(d), 9 N.J.R. 586(b). Further amend-
ments became effective January 19, 1978 as R.1978 d.12. See: 9 N.J.R.
585(c), 10 N.I.R. 69(c).

1979 Revisions: Amendments became effective August 17, 1979 as
R.1979 d.155. See: 11 N.J.R. 142(a), 11 N.J.R. 250(a).

1982 Revisions: Amendments became effective August 16, 1982 as
R.1982 d.246. See: 14 N.J.R. 543(b), 14 N.J.R. 917(d).

1983 Revisions: Subchapter 8 was readopted effective June 6, 1983
as R.1983 d.190. See: 15 N.J.R. 231(a), 15 N.J.R. 927(a). Subchapter
12 became effective October 3, 1983 as R.1983 d.424. See: 15 N.J.R.
1170(a), 15 N.J.R. 1666(a). Subchapter 6 was readopted effective
December 29, 1983 as R.1983 d.648. See: 15 N.J.R. 1919(a), 16 N.J.R.
145(c).

1984 Revisions: Sections 13.3 and 13.4 and 13.5 were originally
amended as an Emergency amendment effective January 4, 1984 as
R.1984 d.3. See: 15 N.J.R. 1961(a), 16 N.J.R. 246(c). Amendments
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became effective January 17, 1984 as R.1983 d.648. See: 15 N.J.R.
1919(a), 16 N.JL.R. 145(c). Public Notice for automobile insurance
written notice/buyer’s guide coverage selection form as contained in
subchapter 15. See: 16 N.J.R. 254(d). Subchapter 15 became effec-
tive April 2, 1984 as R.1984 d.114. See: 15 N.JLR. 2142(a), 16 N.J.R.
733(a). Subchapter 14 became effective April 2, 1984 as R.1984 d.116.
See: 15 N.J.R. 2139(a), 16 N.I.R. 730(b). Subchapter 7 was scheduled
to expire August 17, 1984. The Governor granted a waiver of the
scheduled expiration date from August 17, 1984 to November 15, 1984.
On November 15, 1984, the Governor granted a second waiver from
November 15, 1984 to February 13, 1985. Amendments became effec-
tive November 5, 1984 as R.1984 d.480. See: 16 N.J.R. 1692(a), 16
N.J.R. 3037(b).

1985 Revisions: Subchapter 7 was readopted pursuant to Executive
Order 66(1978) effective February 13, 1985 with amendments effective
March 18, 1985. See: 17 NJ.R. 43(a), 17 NJR. 707(b). Further
amendments became effective February 19, 1985 (operative April 22,
1985) as R.1985 d.72. See: 16 N.JLR. 3285(a), 17 N.J.R. 458(c).
Subchapter 17 became effective October 6, 1985 as R.1985 d.609. See:
16 N.J.R. 2936(a), 17 N.J.R. 2905(a). Further amendments became
effective December 16, 1985 as R.1985 d.629. See: 16 N.J.R. 3170(a),
17 N.J.R. 2988(a).

1986 Revisions: Subchapter 20 became .effective January 6, 1986
(operative May 6, 1986) as R.1985 d.654. See: 16 N.J.R. 3286(a), 17
N.J.R. 89(b). Subchapter 20 became effective April 7, 1986 as R.1986
d.111. See: 17 N.J.R. 2597(a), 18 N.J.R. 692(a). Subchapter 8 was
revised effective October 6, 1986 as R.1986 d.418. See: 18 N.IR.
1079(a), 18 N.J.R. 2039(a). Subchapter 17 was repealed and new rules
became effective October 6, 1986 as R.1986 d.419. See: 18 N.J.R.
1171(b), 18 N.J.R. 2045(a). Subchapter 22 became effective November
17, 1986 as R.1986 d.463. See: 18 N.J.R. 1344(b), 18 N.J.R. 2329(a).

1987 Revisions: Subchapter 7 was readopted with amendments effec-
tive March 16, 1987 as R.1987 d.140. See: 19 N.J.R. 44(a), 19 N.J.R.
453(a). Sections 1 through 4 were repealed, section 5 was recodified to
section 6 and new rules were adopted for sections 1 through 5. R.1987
d.142 also amended section 13.3 effective March 16, 1987. See: 19
N.J.R. 46(a), 19 N.J.R. 455(a). Further amendments became effective
June 15, 1987 as R.1987 d.249. See: 18 N.J.R. 2415(a), 19 N.J.R.
1096(a). Subchapter 23 became effective December 21, 1987 as R.1987
d.527. See: 19 N.J.R. 1880(a), 19 N.J.R. 2403(b). See individual
sections for further amendments.

1990 Revisions: Chapter 3 had been due to expire on January 6,
1991 established by R.1985 d.654, effective January 6, 1986. See: 16
NJ.R. 3286(a), 17 N.J.R. 89(b). Pursuant to Executive Order No.
66(1978), Chapter 3 was readopted by R.1991 d.45. See: Source and
Effective Date. Subchapters 2 through 5, concerning the defunct
Automobile Insurance Plan (AIP), were repealed by R.1991 d.d45,
effective February 4, 1991. See subchapter and section levels for
specific rulemaking activity.

Prior rulemaking activity in repealed Subchapter 2 was as follows:

11:3-2.11 Classification of private passenger automobiles used in car
pools.

Amended by R.1973 d.337, effective December 4, 1973,
See: 6 N.J.R. 15(d).
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Reductions in rates for anti-theft and vehicle recovery
devices

Categories of anti-theft and vehicle recovery devices

Reductions in rates for safety features

Penalties

Severability

11:3-39.5
11:3-39.6
11:3-39.7
11:3-39.8

SUBCHAPTER 40. INSURERS REQUIRED TO
PROVIDE AUTOMOBILE INSURANCE
COVERAGE TO ELIGIBLE PERSONS

11:3-40.1
11:3-40.2
11:3-40.3

Purpose and scope

Definitions

Insurers required to provide automobile insurance coverage
to eligible persons

11:3-40.4 Penalties

SUBCHAPTER 41. (RESERVED)

SUBCHAPTER 42. PRODUCER ASSIGNMENT
PROGRAM

11:3-42.1
11:3-42.2
11:3-42.3
11:3-42.4
11:3-42.5
11:3-42.6
11:3-42.7
11:3-42.8
11:3-42.9
11:3-42.10
11:3-42.11
11:3-42.12
11:3-42.13
11:3-42.14
11:3-42.15
11:3-42.16
11:3-42.17
11:3-42.18
11:3-42.19
11:3-42.20

Purpose and scope

Definitions

List of qualified producers

Eligible producers

Designation of geographic areas
Application procedures

Review of applications

Producer qualification standards
Exemption from program
Apportionment of producers; credits
Producer assignments

Appointment

Transfer of MTF business

New business

Producer compensation; company rates
Producer compensation; MTF rates
Duration and terms of producer assignment
Exclusion from program

Initial implementation of program
Penalties

APPENDIX A PRODUCER ASSIGNMENT PROGRAM
(PAP)

APPENDIX B COVERAGE DETERMINATION
EXAMPLES

APPENDIX C PRODUCER ASSIGNMENT PROGRAM—
REFUSAL OF PRODUCER APPOINTMENT

SUBCHAPTER 43. (RESERVED)

SUBCHAPTER 44. SPECIAL RULES FOR EFFECTING
COVERAGE FOR PRIVATE PASSENGER
AUTOMOBILE INSURANCE

11:3-44.1
11:3-44.2
11:3-44.3

Purpose and scope

Definitions

Duty to provide coverage upon receipt of a completed
written application

Immediate binding authority for insurers with MTF rates

New applicants previously insured in another state by the
insurer or an affiliate

Underwriting rules

Penalties

11:3-44.4
11:3-44.5

11:3-44.6
11:3-44.7

SUBCHAPTER 45. INSURERS REQUIRED TO
PROVIDE SURVEY INFORMATION

11:3-45.1
11:3-45.2
11:3-45.3
11:3-45.4

Purpose and scope
Definitions

Annual premium survey filing
Penalties

APPENDIX New Jersey Automobile Insurance Premium
Comparison Survey
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SUBCHAPTER 1. COMMERCIAL AUTOMOBILE
INSURANCE PLAN

Source and Effective Date

R.1990 d.118, effective February 5, 1990.
See: 21 N.J.R. 3613(a), 22 NJ.R. 392(b).

Subchapter Historical Note

Subchapter 1, formerly entitled Provisions and Operations was re-
pealed and replaced by R.1990 d.118, effective February 5, 1990. See:
Source and Effective Date.

11:3-1.1 Purpose and scope

(a) The purpose of this subchapter is to establish a plan
pursuant to N.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 Automobile Full
Insurance Underwriting Association; »

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

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 subchap-
ter for all risks eligible for coverage under the provisions
of this subchapter; and

4. To encourage risk management to prevent acci-
dents and losses.

11:3-1.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the con-
text clearly indicates otherwise.

“CAIP” means the Commercial Automobile Insurance
Procedure pursuant to this subchapter.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.

“Eligible applicant” means the owner or registrant of a
motor vehicle registered in New Jersey or to be registered
within 60 days who is not in good faith qualified for
automobile insurance coverage in any residual market mech-
anism created by statute other than the CAIP. For multi-
state operations, the applicant must have its operating head-
quarters in New Jersey but vehicles may be registered in
other states. Members of the United States military forces
with vehicles registered in other states shall be deemed
eligible applicants if they are otherwise eligible; are sta-
tioned in New Jersey; and the vehicle is garaged in New
Jersey at the time application is made. No applicant shall
be deemed eligible 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.

Supp. 10-16-95

“Eligible for depopulation credit” means business which
meets all of the following criteria:

1. Business first written voluntarily by the participant
after February 5, 1990;

2. . Business that was insured through CAIP or the
New Jersey Automobile Insurance Plan Commercial Au-
tomobile Insurance Procedure for at least one year imme-

diately prior to being written voluntarily by the partici-

pant;

3. Business first written voluntarily during the period
for which the credit is being claimed. Credits shall be
claimed for only the first or second year written voluntari-
ly, but must be claimed annually. Servicing Carriers may
claim credits for the second and third year of business
written voluntarily (for business which is ineligible for a
credit the first year in accordance with paragraph 2
above); and

4. Business which was not written by the participant as
a servicing carrier for CAIP or the New Jersey Automo-
bile Insurance Plan Commercial Automobile Insurance
Procedure for one year before being written voluntarily by
the participant.

“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 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
Voluntary All Other Automobile Net Direct Written Premi-
ums 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 partic-
ipation, for that policy year less its business eligible for
depopulation 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.

\J
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“Operating headquarters” means the chief place of busi-
ness 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 and physical damage insurance
and specifically includes any insurer who writes all other
automobile liability and all other automobile physical dam-
age insurance.

“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 eligi-
ble for coverage through any residual market mechanism
created by statute, and is owned by an individual or husband
and wife.

“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.

“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 fig-
ures which the participant wrote as a service carrier for
CAIP;

2. Any direct written premiums included in the figures
from insureds who are eligible 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; and

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

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.”

11:3-1.3 Creation of the plan

(a) There is created in the State of New Jersey a plan for
the administration and apporticnment of automobile insur-
ance for qualified applicants to be known as the New Jersey
Commercial Automobile Insurance Procedure, hereafter re-
ferred to as “CAIP.”

(b) CAIP shall be administered by the governing commit-
tee 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 subchap-
ter and the plan of operation.

11:3-1.4 Governing committee

(a) CAIP shall be administered by a governing committee
of 13 members.

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

2. Three members shall be licensed producers.

3. Two members shall be public representatives who
are knowledgeable about automobile insurance matters
but who are not employed by, or otherwise affiliated with,
insurers, insurance producers, or other entities of the
insurance industry.

4. The Commissioner or his 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.

(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
and shall serve for one year or until a successor is appoint-
ed. 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 New Jersey
Automobile Insurance Plan Commercial Automobile Insur-
ance Procedure shall act as the governing committee for
CAIP until the CAIP governing committee is appointed
pursuant to this section.
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(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 New
Jersey Automobile Insurance Plan Commercial Automo-
bile Insurance Procedure on behalf of the member insur-
ers;

2. To assume the rights and obligations of the New
Jersey Automobile Insurance Plan Commercial Automo-
bile Insurance Procedure on behalf of the member insur-
ers;

3. To develop and submit for approval by the Com-
missioner:

i. A plan of operation;

ii. Premium rules, rates, surcharges, pursuant to
N.J.S.A. 17:29A-1 et seq.; and

fii. A plan for a producer certification program.
4, To appoint, conditionally appoint or terminate:
i. A CAIP manager;

ii. At least two servicing carriers; and

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

5. To budget expenses, levy assessments, and disburse
funds;

6. To investigate complaints and hear appeals from
applicants, insureds, producers, servicing carriers or par-
ticipants about any matter pertaining to the proper ad-
ministration of the CAIP;

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

8. 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.
ments;

A copy of the plan of operation, and all amend-

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

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

Supp. 10-16-95
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9. 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 materi-
al which shall be maintained for the proper administration
of CAIP;

10. 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; and

11., To indemnify on behalf of the 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 mem-
ber’s duties or employee’s employment. CAIP shall re-
fuse to indemnify if it determines that the act or failure to
act was due to actual fraud, williful misconduct or actual
malice.

11:3-1.5 Participation

(a) At the end of each fiscal period, CAIP’s operating
profit or loss shall be determined separately for each policy
year. Profit shall be credited or distributed to each partici-
pant and loss shall be charged against each participant in
proportion to each participant’s “net participation percent-
age” for the second prior year which resulted in the profit
or loss.

(b) If the Commissioner finds that the continuation of
the depopulation credit program is no longer in the best
interests of the public, he or she may order that business
first written voluntarily after that date may no longer be
eligible for depopulation credit.

1. The Commissioner may also order that specific
lines or sublines are no longer eligible for depopulation
credit.

2. The Commissioner may also reinstate the depopu-
lation credit program for specific lines or sublines.

(c) All data necessary to comply with the foregoing par-
ticipation procedures shall be reported to the CAIP’s central
statistical agent in the manner described in the approved
statistical plan.

(d) Groups of participants under the same ownership and
management shall be treated as a single participant.
Groups of participants under either the same ownership or
management, but not both, may elect to be treated either
separately or as a single company.

(e) In the event a participant discontinues writing motor
vehicle liability or physical damage insurance in this State, it
shall continue to pay assessments, provided, however, that if
the automobile liability or physical damage business of a
participant discontinuing the writing of automobile liability
or physical damage insurance in this State has been pur-
chased by, transferred to, or reinsured by another company,
the latter shall receive the assessments of the former.

N
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(f) In the event a participant is merged with another
company or there is a consolidation of companies, the
continuing company shall receive the assessments of the
company merged or consolidated, provided, however, the
continuing company may be relieved from such obligations
if another company has agreed, in a manner satisfactory to
the governing committee, to assume such obligations.

() Participation shall be suspended upon order of the
Commissioner of Insurance if he or she finds that such
action is required by the financial condition of that partici-
pant.

(h) All participants in CAIP shall participate in the busi-
ness written by the New Jersey Automobile Insurance Plan
Commercial Automobile Insurance Procedure pursuant to
an approved plan of operation.

11:3-1.6 Plan of operation

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

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

2. Standards and procedures for the appointment,
compensation, and termination of and performance stan-
dards for servicing carriers, the CAIP manager, other
employees, professionals and contractors required to ad-
minister CAIP along with a producers certification pro-
gram;

3. The extent of coverage to be offered by CAIP to
eligible applicants;

4. Procedures to apply for coverage;

5. Premium rules, surcharges and minimum premi-
ums;

6. Provisions for the cancellation or the nonrenewal of
policies;

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

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

9. Development and maintenance of a risk manage-
ment plan which shall provide for safety inspections,
safety education, follow-up on hazardous conditions and
operations and procedures for the cancellation of insureds
who fail to comply with the procedures of the plan. The
risk management plan shall be subject to the prior ap-
proval by the Commissioner in the same manner as the
plan of operation.

(b) The governing committee shall, by May 6, 1990,
submit 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
reviewed by the Commissioner and approved by him or her
if he or she finds it fulfills the purposes provided by this
subchapter. If approved, the Commissioner shall certify
approval to the governing committee and the plan of opera-
tion or amendments shall take effect 10 days after such
certification.

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 6, 1990, or a new plan which is
acceptable to the Commissioner within 90 days after the
disapproval of a proposed plan, the Commissioner may
promulgate a plan of operation and certify same to the
governing committee.

3. Any such plan approved by the Commissioner shall
take effect 10 days after the certification to the governing
committee; provided, however, that until a plan of opera-
tion is in effect pursuant to the provisions of this subchap-
ter, the existing New Jersey Automobile Insurance Plan
Commercial Automobile Insurance Procedure temporary
placement facility shall be continued in effect. Each
participant shall continue to comply with the New Jersey
Automobile Insurance Plan Commercial Automobile In-
surance Procedure with respect to all business written
under that procedure prior to the effective date of the
CAIP plan of operation.

(d) The Commissioner may propose an amendment to
the plan of operation by communicating the proposed
amendment to the governing committee.

Case Notes

Former New Jersey assigned risk scheme in automobile liability
coverage mentioned in discussion of methods available to a state to
deal with the social consequences of adverse risk selection. Owens v.
Actna Life & Casualty Co., 654 F.2d 218 (3rd Cir.1981), certiorari
denied 102 S.Ct. 657, 454 U.S. 1092, 70 L.Ed.2d 631 (1981).

11:3-1.7 Coverage

(a) CAIP shall provide to eligible applicants, bodily injury
liability and property damage liability coverages as follows:

1. CAIP shall provide basic combined single limit of
$35,000 and statutory uninsured motorist coverage except:

i. When limits in excess of the basic combined
single limit of $35,000 are required by law, the plan
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shall offer limits adequate to comply with the minimum
requirements of that law, except with respect to limits
over $5 million in which case excess coverage is condi-
tioned upon the plan being able to secure facultative
reinsurance. CAIP shall provide a policy for limits less
than the minimum requirements of the law when evi-
dence of adequate excess insurance is provided by the
producer or the insured.

ii. CAIP shall provide limits adequate to comply
with the provisions of the financial responsibility law of
any state in which the motor vehicle will be operated,
but only while the vehicle is being operated in that
state.

iii. CAIP shall also offer the optional limits of
liability as specified in the plan of operation.

(b) CAIP shall offer to eligible applicants, additional
uninsured or underinsured motorist coverage as follows:

1. Additional uninsured and underinsured motorist
coverage shall be provided as an option to the named
insured up to the limits set forth in N.J.S.A. 17:28-1.1b
and subject to the deductibles specified in the plan of
operation. The limits for uninsured and underinsured
motorist coverage shall not exceed the insured’s motor
vehicle liability policy limits for bodily injury and property
damage respectively.

2. Uninsured and underinsured motorist coverage
shall not be increased by stacking the limits of coverage of
multiple motor vehicles covered under the same policy of
insurance nor shall these coverages be increased by stack-
ing the limits of coverage of multiple policies available to
the insured. If the insured had uninsured motorist cover-
age available under more than one policy, any recovery
shall not exceed the higher of the applicable limits of the
respective coverages and the recovery shall be prorated
between the applicable coverages as the limits of each
coverage bear to the total of the limits.

3. Uninsured motorist coverage shall be subject to the
policy terms, conditions and exclusions approved by the
Commissioner, including, but not limited to, unauthorized
settlements, nonduplication of coverage, subrogation and
arbitration.

(c) CAIP shall provide to eligible applicants, basic and
additional personal injury protection coverage as follows:

1. With respect to those automobiles subject to the
New Jersey Automobile Reparation Reform Act, CAIP
shall provide basic personal injury protection coverage
under every automobile liability policy as required by the
Act and shall also offer to the named insured Additional
Personal Injury Protection as required by the Act and by
regulations promulgated by the Commissioner thereun-
der.
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(d) CAIP shall provide to eligible applicants, physical
damage coverage as follows:

1. CAIP shall only offer physical damage coverage to:
i. Private passenger vehicles;
ii. Private passenger type vehicles;
iii. Light trucks;
iv. Motorcycles;

v. Recreational trailers (excluding trailers used as
residences); and

vi. Social services vehicles of the private passenger,
station wagon, van or mini-bus type owned by or oper-
ated on behalf of a non-profit entity used to transport,
without charge, the elderly or handicapped.

2. Notwithstanding (d)1 above, CAIP shall not offer
physical damage coverage to:

i. Risks consisting of fleets of 10 or more vehicles
not including trailers and semi-trailers;

ii. Vehicles more than 25 or more years old;

ili. Vehicles with an original cost new of $40,000 or
more;

iv. Vehicles with a seating capacity in excess of 20;
v. Any emergency type vehicle; and

vi. Any vehicle which is operated under a registra-
tion plate not issued for a specific vehicle.

3. Comprehensive and collision coverage shall be pro-
vided on an actual cash value basis subject to a minimum
deductible specified in the plan of operation applicable to
each loss to each vehicle. CAIP shall also offer optional
higher deductibles as specified in the plan of operation.

4. Physical damage coverage shall be offered only in
connection with a policy written by the plan affording
bodily injury and property damage coverage.

5. Upon request, CAIP shall issue a loss payable
clause for the benefit of a lienholder.

11:3-1.8 Eligibility

(a) As a prerequisite for insurance from CAIP, a pro-
spective insured must attempt, within 60 days prior to the
date of the application, to obtain automobile insurance in
New Jersey, and be unable to obtain such insurance. The

prospective insured must certify, in the application form’

prescribed by CAIP, that the applicant has attempted, but
has been unable, to obtain automobile insurance in New
Jersey through ordinary methods.

(b) For any risk consisting of 10 or more vehicles, the
applicant must also provide:
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1. A copy of the notice of cancellation or nonrenewal
from the applicant’s previous insurer, or an explanation
concerning why the applicant was not insured; and

2. A certification that the applicant has been refused
insurance within 60 days of the date of application from
at least three named insurers licensed to transact automo-
bile business in New Jersey. Such certification shall list
the three insurers.

(c) No producer shall bind a risk for CAIP or submit an
application for insurance to CAIP if such producer knows
that the risk currently has or has been offered coverage
from the voluntary market.

(d) An eligible applicant shall not be afforded coverage
until it: '

1. Submits an application as prescribed in the plan of
operation;

2. Pays the premium, or portion thereof, required in
the plan of operation;

3. Is accepted for coverage by CAIP as provided for in
the plan of operation; and

4. Completes such other requirements as set forth in
the plan of operation.

11:3-1.9 Rates and policy forms

(a) CAIP shall continue to use the rates, rules, sur-
charges, minimum premiums, classifications and policy
forms approved for the New Jersey Automobile Insurance
Plan Commercial Automobile Insurance Procedure until
modified or changed pursuant to this subchapter.

(b) The governing committee shall file all rates, rules,
surcharges, minimum premiums, classifications and policy
forms to be used by CAIP for the prior approval of the
Commissioner. Proceedings to review these filings shall be
conducted pursuant to N.J.S.A. 17:29A-1 et seq. All rates
shall consider the experience of risks insured by the plan
and shall not be excessive, inadequate or unfairly discrimi-
natory.

(c) For any risk with less than 10 vehicles, the premium
shall be subject to a merit rating plan established in the plan
of operation. Every rate filing shall include an analysis of
the adequacy of the merit rating plan.

(d) Any risk with 10 or more vehicles not including
trailers and semi-trailers shall be considered as a fleet.
CAIP shall file base rates for fleets with the Commissioner
for his or her prior approval which are different than the
rates for non-fleet risks if CAIP determines that the loss
expectancy of fleet risks insured by CAIP is different than
the loss expectancy of non-fleet risks insured by CAIP.

(e) Fleet risks shall be subject to an experience rating
plan established in the plan of operation, which shall set
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forth the criteria for eligibility of the experience rating plan.
If any fleet risk is determined to be ineligible for the
experience rating plan, the risk shall be subject to a merit
rating plan established in the plan of operation.

(f) Any risk with basic limits premium of $100,000 or
greater shall also be subject to a retrospective rating plan
established in the plan of operation. In the event CAIP
finds that the premium from all retrospectively rated risks
combined is inadequate, or excessive, CAIP shall file with
the Commissioner for his or her prior approval a change in
the retrospective rating formulas, including a percentage
surcharge on all retrospectively rated risks if necessary, so
that the total premium from retrospectively rated risks is
adequate based on the combined experience of retrospec-
tively rated risks insured by the plan.

11:3-1.10 Right to petition for appeal to the

Commissioner

(a) An applicant, insured, producer, servicing carrier or
participant may petition for appeal to the Commissioner
from an adverse decision of the governing committee by
filing a request in writing within 20 days of the date of
receipt of the written decision of the governing committee.

1. The written request to appeal shall set forth the
facts upon which it is based and include a copy of the
written decision of the governing committee.

2. The Commissioner shall notify the petitioner and
the governing committee within 30 days whether the
request to appeal shall be granted.

3. Notice from the Commissioner that an appeal has
been granted shall also provide a statement about wheth-
er the action of the governing committee has been stayed
pending the disposition of the appeal.

(b) An appeal to the Commissioner granted pursuant to
this rule shall be conducted in accordance with applicable
provisions of the Administrative Procedure Act, N.J.S.A.
52:14B-1 et seq.

SUBCHAPTER 2. NEW JERSEY PERSONAL
AUTOMOBILE INSURANCE PLAN

Authority
N.J.S.A. 17:1C-6(e), 17:1-8.1 and 17:29D-1.

Source and Effective Date

New Rules, R.1992 d.370, effective September 21, 1992.
See: 24 N.JR. 331(a), 24 N.LR. 3400(a).

11:3-2.1 Purpose and scope

(a) This subchapter establishes a plan pursuant to
N.J.S.A. 17:29D-1 for the providing and apportionment of
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personal private passenger automobile insurance coverage
for automobiles which are owned or operated by qualified
applicants.

(b) The purposes of this subchapter are:

1. To provide the coverages described herein, subject
to the conditions stated;

2. To establish a procedure for the equitable distribu-
tion of risks assigned to insurance companies; and

3. To preserve to the public the benefits of price
competition by encouraging maximum use of the volun-
tary private insurance system.

(c) The provisions of this subchapter shall apply to all
insurers admitted to transact private passenger automobile
insurance in this State and all qualified applicants for auto-

mobile insurance through the PAIP, except as otherwise

provided in this subchapter.

11:3-2.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise.

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 corpo-
ration, 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 resi-
dent in the same household.

“Automobile insurance” means direct insurance against
injury or damage, including the legal liability therefor, aris-
ing out of the ownership, operation, maintenance or use of
automobiles, including, but not limited to, personal injury
protection insurance, bodily injury liability insurance, prop-
erty damage liability insurance, physical damage insurance,
and uninsured and underinsured motorist insurance.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.
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“Department” means the New Jersey Department of
Insurance.

“Insurer” means any person or persons, corporation, asso-
ciation, partnership, company, or other legal entity autho-
rized to transact the business of private passenger automo-
bile 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 opera-
tion.

“PAIP” 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
residents of the same household, and used for personal,
family, or household needs.

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

11:3-2.3 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 éom-
mittee pursuant to this subchapter and a plan of operation
approved by the Commissioner.

(c) The administrative offices of the PAIP shall be locat-
ed 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 opera-
tion.

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

1. 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 pursu-
ant to N.J.S.A. 17:29AA-1 et seq.
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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,
17:33B-23 and 24, but only to the extent provided by the
terms of the order.

(c¢) Insurers that currently insure, or have insured since
December 31, 1983, only certain types of automobiles (for
example, motor homes, recreational vehicles, antique auto-
mobiles 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 PAIP 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 PAIP or receive assignments through
the PAIP;

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

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
2000 Midlantic Drive

Laurel Corporate Center

Suite 450

Mt. Laurel, NJ 08054

3. A copy of the information filed pursuant to (c)l1
and 2 above shall be filed with the Department at the
following address:
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ARM Unit

New Jersey Department of Insurance
20 West State Street

CN-325

Trenton, New Jersey 08625-0325

New Rule, R.1993 d.548, effective November 15, 1993.
See: 25 N.JR. 2212(a), 25 N.J.R. 5215(a).

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,
insurers, insurance producers, or other entities of the
insurance industry.

4. One member shall be a salaried employee of an
approved LAD carrier for the PAIP, provided that nei-
ther the LAD carrier nor any affiliate of the LAD carrier
otherwise serves as a member of the governing commit-
tee.

5. The Commissioner shall be an ex-officio, non-vot-
ing member of the committee. The Commissioner may
designate an alternate.

(b) The following organizations shall each nominate two
members to represent insurer participants of PAIP:
1. The Alliance of American Insurers;
2. The American Insurance Association; and

3. The National Association of Independent 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
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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:

1. Develop and submit for approval to the Commis-
sioner:

i. A plan of operation;

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

ili. A plan for a producer certification program,
which may not exclude those producers with no affilia-
tion 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 af-
fairs of the PAIP; and

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

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 PAIP 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 appli-
cants, 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 PAIP
each year;

8. Furnish all insurers with:
i. An annual written operations report;
ii. The approved annual budget upon request;
ili. A copy of the annual audit upon request;

iv. A copy of the plan of operation, and all amend-
ments;

Supp. 10-16-95
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v. A copy of all policy forms, rates, rules and manu-
als 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, rec-
ords, books of account, documents and related material
which shall be maintained for the proper administration
of PAIP; ‘

10. Indemnify each member of the governing commit-
tee and PAIP employees for any and all claims, suits,
costs of investigations, cost of defense, and settlements or
judgments against them on account of an act or omission
in the scope of the member’s duties or employee’s em-
ployment. 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 quali-
fied nonmembers appropriate legal, actuarial, claims, and
other committees as necessary to provide technical assis-
tance in the operation of the PAIP, policy and other
contract design, and any other function within the author-
ity 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 desig-
nate an altcrnate; 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 auto-
mobile insurance to qualified applicants. The plan of oper-
ation 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 PAIP manager, and other employees,
professionals and contractors required to administer the
PAIP;

ii. The appointment, compensation, and termi-
nation by insurers of LAD carriers (consistent with any
requirements established by regulation by the Commis-

. sioner);

e/
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3. Performance standards for insurers, producers,
LAD carriers, the PAIP manager, and other employees,
professionals 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;

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 sub-
ject 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,
submit 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.

(¢) 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 opera-
tion 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 amend-
ments and their effective date to the governing commit-
tee. For good cause shown, the Commissioner may
certify proposed amendments 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.JLR. 2212(a), 25 NJ.R. 5215(a).

11:3-2.7 Coverage

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

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

1. $250,000 per person/$500,000 per accident for bodi-
ly 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 cover-
age 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 PAIP 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 pursu-
ant to N.J.S.A. 17:29A-39. PAIP shall offer higher deduct-
ibles as provided by N.J.A.C. 11:3-13.3.

1. All physical damage coverages shall be on an “actu-
al cash value” basis, less deductible, subject to a maximum
loss payable of $30,000, 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 physi-
cal depreciation.

11:3-2.8 Eligibility

(a) The PAIP shall not provide coverage to an eligible
person as defined in N.J.S.A. 17:33B-13 and N.J.A.C.
11:3-34.

{b) PAIP shall provide coverage to all qualified appli-
cants, For purposes of this subchapter, a “qualified appli-
cant” means:

1. A person who is not an “eligible person” as defined
in NJA.C. 11:3-34.2; 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.
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() “Qualified applicant” shall also include a member of
the United States military forces, if otherwise eligible for
insurance coverage insured by the PAIP, with respect to an
automobile if, at the time application is made, the applicant
is a nonresident who is stationed in this State, whose
automobile is registered in another State and garaged in this
State.

(d) 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. '

(e) 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 (b), (c)
and (d) above. An applicant so certifying shall be consid-
ered for assignment upon making application in good faith
to the PAIP. An application shall be considered in good
faith if he or she reports all information of a material nature
and does not willfully make incorrect or misleading state-
ments in the prescribed application form approved by the
Commissioner.

(f) 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 ter-
mination;

3. Claim history for the preceding three years;
4. Driving history for each operator; and

5. Copies of vehicle registration(s).

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

Emergency Rule, R.1993 d.135, effective March 1, 1993, operative
March 8, 1993 (expires April 30, 1993).

See: 25 N.JLR. 1290(a).

Adopted Concurrent Proposal, R.1993 d.238, effective April 30, 1993.

See: 25 N.J.R. 1290(a), 25 N.J.R. 2479(a).
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11:3-2.9 Rates and policy forms

(a) The governing committee shall file for prior approval
by the Commissioner, a rating system including rates, rules
and forms which shall be used by insurers writing risks
through the PAIP. Proceedings to review rate filings shall
be conducted pursuant to N.J.S.A. 17:29A-1 et seq. All
rates shall reflect the experience of the risks insured by the
PAIP and shall not be excessive, inadequate or unfairly
discriminatory.

1. Rates established for liability insurance coverages
with limits in excess of $50,000 per person and $100,000
per accident for bodily injury or death and $25,000 for
property damage, or in lieu thereof, $100,000 for a com-
bined single limit of liability, shall be experience rated
with respect to the rate applicable to the coverage in
excess of those limits;

2. Rates established for collision and comprehensive
coverages on automobiles with a value of $25,000 or more
at the time those coverages are issued or renewed shall be
experience rated, and for automobiles with a value of
more than $15,000, but less than $25,000 at the time those

coverages are issued or remewed, that part of the rate

applicable to the value between $15,000 and $25,000 shall
be experience rated.

(b) For purposes of this subchapter, “experience rated”
means that rates for liability coverages with limits in excess
of the amount specified in (a)1 above, or for collision and
comprehensive coverages for automobiles with a value over
the amount specified in (a)2 above, shall reflect the experi-
ence of those risks insured by the PAIP with liability
coverages with limits, and collision and comprehensive cov-
erages on automobiles valued over, the amounts specified in
(a)l and (a)2 above. “Experience rated” shall not. be
construed to mean retrospectively rated.

11:3-2.10 Installment payment option

(a) The PAIP shall provide for an installment premium
payment option in accordance with procedures established
by the governing committee in the plan of operation. With
respect to the installment premium payment option, the
plan of operation shall specify:

1. The minimum initial deposit required, which shall
be no more than 30 percent of the estimated total premi-
um; '

2. The schedule for the payment of premiums on an
installment basis which shall provide for installment pay-
ments over a period of not less than nine months;

3. Installment charges;
4. The minimum “per installment” amounts; and’

5. Any other procedures deemed necessary by the
governing committee.

3-16
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(b) Additional premium in excess of an amount set by the
governing committee in the plan of operation resulting from
changes to the policy shall be spread over the remaining
installments, if any, or may be billed immediately as a
separate fransaction.

(¢) Return premium resulting from changes to the policy
shall be used to reduce the outstanding balance. If the
outstanding balance is eliminated, any amount remaining in
excess of an amount set by the governing committee in the
plan of operation shall be returned within 30 days. If an
outstanding balance remains, the number and amounts of
the remaining installments shall be adjusted accordingly,
except when the return amount is less than $20.00, in which
event it may be treated as a separate transaction.

11:3-2.11' Determination and fulfillment of quotas

(a) The governing committee shall establish procedures
in the plan of operation to distribute risks eligible for
coverage to insurers on an equitable basis based on the
proportion that the insurer’s share of the voluntary market
for personal private automobile insurance (including the
insurer’s apportionment share for the depopulation of the
Market Transition Facility pursuant to N.J.S.A.
17:33B-11¢(5)) relates to the Statewide total of the volun-
tary market for personal private passenger automobile insur-
ance in the State.

1. The PAIP shall not provide insurance coverage for
more than 10 percent of the aggregate number of private
passenger automobile non-fleet exposures being written in
the total private passenger automobile insurance market
in this State.

2. The PAIP shall cease acceptance of applications for
new policies upon certification by the Commissioner that
the Plan has reached or exceeded 10 percent of the
private passenger automobile non-fleet exposures.

3. The PAIP shall resume acceptance of applications
for new policies upon certification by the Commissioner
that the PAIP is insuring less than 10 percent of the
aggregate number of private passenger automobile non-
fleet exposures being written in the total private passenger
automobile market in the State.

4. Each insurer shall receive credit against its respec-
tive portion of assigned risks for private passenger auto-
mobile risks written voluntarily in the State that are
garaged in those urban territories designated by the Com-
missioner. Such credit shall be given in the amount of
one assigned risk credit for every two voluntary risks
written in those designated territories. Each insurer shall
also receive one assigned risk credit for each risk which is
not an eligible person written in accordance with the
insurer’s approved rating system, regardless of the territo-
ry in which the risk is located.

5. No insurer whose surplus as regards policyholders
is less than $1,500,000, as reported on page three of the
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most recent statutory annual statement, shall be assigned
a risk requesting or required by law to carry limits of
liability in excess of 50/100/10 or in excess of a combined
single limit of $100,000.

(b) An insurer that issues only policies that provide physi-
cal damage coverage shall not be subject to assignments
from the PAIP, but shall be entitled or obligated, as the case
may be, to receive or pay a cash settlement of its obligation,
in lieu of receiving assignments, for the current year, in
accordance with procedures established by the governing
committee in the plan of operation.

(c) Each insurer or statistical agencies designated by such
insurers shall report to the PAIP manager all data necessary
to comply with the distribution procedures. Each insurer
shall permit its statistical agent to release such data to the
PAIP manager and shall permit its statistical agent to
furnish the PAIP manager with statements of its PAIP
experience.

(d) There shall be no exceptions to the type or class of
risks assigned to an insurer other than as provided in this
subchapter nor shall there be any agreement with an insurer
to refrain from assigning risks in any territory or area of the
State.

(e) The PAIP shall not suspend assignments to an insurer
for any period of time, for any reason, other than a suspen-
sion of insurer obligations granted by the Commissioner
pursuant to N.J.S.A. 17:33B-23, 17:33B-24 and N.J.A.C.
11:2-35. The PAIP shall promptly notify all insurers of
such action.

(f) If an insurer is ordered or permitted to discontinue
writing automobile insurance in this State in accordance
with a plan of orderly withdrawal approved pursuant to
N.J.A.C. 11:2-29, or other Order of the Commissioner, or
Order by a court of competent jurisdiction, the insurer’s
obligations to pay assessments, receive assignments and run-
off existing business shall be pursuant to such Order of the
Commissioner or Order of a court of competent jurisdiction.

(g) In the event an insurer is merged with another insur-
er, there is a consolidation of insurers, or an insurer ac-
quires another insurer’s book of business, the continuing
insurer shall receive the assignments and assessments of the
insurer merged, consolidated, or acquired until the quota of
such merged, consolidated, or acquired insurer, as estab-
lished by its writings prior to such merger, consolidation, or
acquisition has been filled; provided, however, the continu-
ing insurer may be relieved from such obligations if another
insurer has agreed, in a manner satisfactory to the governing
committee, to assume such obligations.

(h) Groups of insurers under the same ownership and

management shall be treated as a single insurer. Groups of
insurers under either the same ownership or management,
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but not both, may elect to be treated either separately or as
a single company.

(i) The governing committee shall establish procedures in
the plan of operation permitting an insurer by mutual
agreement to transfer its obligations to accept assignments
to another insurer (to be known as a LAD carrier). The
basic contract to be entered into between insurers and LAD
carriers, including the minimum duration of such agree-
ment, shall be approved by the governing committee and the
Commissioner. Any substantive modifications to the ap-
proved contract shall be submitted to the governing commit-
tee and Commissioner for approval prior to its use. With
respect to the transfer of an insurer’s obligations to accept
assignments to a LAD carrier, the plan shall address the
following:

1. Eligibility criteria for an insurer to act as a LAD
carrier and accept additional assignments;

2. The maximum number of additional assignments a
LAD carrier may assume;

3. Minimum provisions for contracts between insurers
and LAD carriers, including the minimum time duration
for such contracts;

4. The parameters for fees to be paid to LAD carriers
by the participating insurer for the assumption of the
insurer’s assigned risk quota;

5. Procedures by which the allocation of assignments
to LAD carriers are adjusted to reflect additional assign-
ments as a result of entering into a contract to assume
additional assigned risks; and

6. Any other procedures deemed necessary to provide
for a LAD carrier distribution system.

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

11:3-2.12 Right to petition for appeal to the
Commissioner

(a) An applicant, insured, producer, LAD carrier, person
applying to act as a LAD carrier, or insurer may petition for
appeal to the Commissioner from an adverse decision of the
governing committee by filing a request in writing within 20
days of the date of receipt of the written decision of the
governing committee.

1. The written request to appeal shall set forth the
facts upon which it is based and include a copy of the
written decision of the governing committee.

2. The Commissioner shall notify the petitioner and
the governing committee within 30 days whether the
request to appeal shall be granted. ’

3. Notice from the Commissioner that an appeal has
been granted shall also provide a statement about wheth-
er the action of the governing committee has been stayed
pending the disposition of the appeal.

Supp. 10-16-95

(b) An appeal to the Commissioner granted pursuant to
this rule shall be conducted in accordance with applicable
provisions of the Administrative Procedure Act, N.J.S.A.
52:14B-1 et seq., and the Uniform Administrative Proce-
dure Rules, NJ.A.C. 1:1. ‘

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

11:3-2.13 Penalties

Failure to comply with the provisions of this subchapter
may result in the imposition of penalties as authorized by
law.

SUBCHAPTER 2A. NEW JERSEY AUTOMOBILE
FULL INSURANCE UNDERWRITING
ASSOCIATION CLAIMS PAYMENT DEFERRAL

11:3-2A.1 Purpose and scope

(a) This subchapter implements the provisions of N.J.S.A.
17:33B-3b(2) which authorizes the Trustee to defer the
payment of residual bodily injury claims over a period not to
exceed four years. This subchapter is intended to ensure
the orderly payment of all Association claims in accordance
with the priorities established by the Trustee pursuant to
N.J.S.A. 17:33B-3b(2) by deferring payment of residual
bodily injury claims, in accordance with certain terms, condi-
tions and procedures.

(b) This subchapter shall apply to the Trustee, the Asso-
ciation, the Association’s servicing carriers and claimants of
the Association.

11:3-2A.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise.

“Assets” means, but is not limited to, sources of income
as enumerated in N.J.S.A. 17:30E-8 and any funds made
available to the New Jersey Automobile Full Insurance
Underwriting Association from the New Jersey Automobile
Insurance Guaranty Fund created pursuant to N.J.S.A.
17:33B-5, monies, funds, accounts receivable, premium pay-
ments, payments and surcharges collected on any and all
private passenger automobile policies, interest income, con-
tracts, causes of action, books, records and property of the
Association wherever located, including such property of the
Association which may be discovered hereafter.

“Association” means the New Jersey Automobile Full
Insurance Underwriting Association.
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“Closing papers” means a release which includes the
Association deferral language set forth in N.J.A.C.
11:3-2A.1(b)2 and which is signed by the claimant releasing
the Association and its insured(s) from liability for the
claim, or a warrant of satisfaction of judgement and/or other
closing documents.

“Commissioner” means the Commissioner of the Depart-
ment of Insurance.

“Covered claim” means an unpaid claim which arises out
of and is within the coverage provided by the Association to
an insured and is not in excess of the applicable limits of an
insurance policy to which N.J.S.A. 17:30E-1 et seq., as
amended, applies.

“Date of deferral” means the date upon which the Associ-
ation’s appropriate servicing carrier physically receives the
proper closing papers associated with a residual bodily
injury claim.

“New Jersey Automobile Insurance Guaranty Fund”
(“NJAIGF”) means the Guaranty Fund created pursuant to
N.J.S.A. 17:33B-5.

“Plan of Operation” means the plan of operation promul-
gated pursuant to N.J.S.A. 17:33B-3b(2) by the Trustee and
approved by the Commissioner.

“Residual bodily injury claim” means a liability claim for
loss of any kind whatsoever, other than present economic
loss, resulting from liability imposed by law for, or as a
result of, bodily injury or death.

“Servicing carrier” means a member company or other
entity that had or presently has a contract with the Associa-
tion to underwrite, process and adjust automobile insurance
policies for the Association pursuant to the New Jersey
Automobile Full Insurance Availability Act.

“Trustee” means the person appointed by the Commis-
sioner pursuant to N.J.S.A. 17:33B-3b(1) to carry out the
obligations set forth in N.J.S.A. 17:33B-1 et seq. and the
Plan of Operation.

Amended by R.1994 d.274, effective June 6, 1994.
See: 26 N.J.R. 898(a), 26 N.J.R. 2287(b).

11:3-2A.3 Deferral of payment for residual bodily injury
claims

(a) Payments by the Association of any residual bodily
injury claims, including uninsured motorist claims and un-
derinsured motorist claims, are deferred from payment for a
period not to exceed 18 months, except such claims as may
be granted a hardship exemption from deferral by the
Trustee as provided in N.J.A.C. 11:3-2A.5.

(b) The deferral of claim payments provided in (a) above
shall apply to all claims for which closing papers have not
been physically received in the offices of the servicing
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carriers before December 18, 1992. Facsimile transmissions
shall not constitute physical receipt by the servicing carriers.

(c) Payment of a claim which has been deferred pursuant
to this subchapter shall occur no later than the first day of
the eighteenth month following the date of deferral, that is
the date upon which closing papers are received in the
office of the Association’s servicing carrier.

(d) The deferral of claim payments as provided in this
subchapter shall continue until December 31, 1995.

(e) When claims deferred pursuant to this subchapter are
paid by the Association, the payment shall include simple
interest at the rate of six percent per annum beginning on
the date of deferral. If claims deferred pursuant to this rule
are paid prior to the first day of the eighteenth month
following physical receipt of the closing papers by the
Association’s servicing carrier, the payment of interest will
be pro-rated to the date of payment.

(f) Payment of claims for current economic loss shall not
be deferred.

Amended by R.1994 d.274, effective June 6, 1994.
See: 26 N.J.R. 898(a), 26 N.J.R. 2287(b).

Case Notes
Automobile Full Insurance Underwriting Association was “insolvent
insurer” within meaning of statute defining motor vehicle as “unin-
sured” if liability insurer is insolvent; trustee could defer payment of
claims against insureds for up to four years. Ainsworth v. State Farm
Mut. Ins. Co., 284 N.J.Super. 117, 663 A.2d 1365 (A.D.1995).

11:3-2A.4 Administrative provisions

(a) In accordance with the provision of NJS.A.
17:33B-3b(3) and the Plan of Operation, the Trustee shall
monitor the financial condition of the Association and shall
issue a report to the Commissioner on a biannual basis.

(b) The Trustee shall develop, review and, where neces-
sary, amend, uniform operating procedures necessary to
implement these rules consistent with this subchapter in-
cluding procedures for the implementation of hardship ex-
emptions as provided in N.J.A.C. 11:3-2A.5; servicing carri-
er procedures; and the uniform handling of deferred claim
payments.

1. Claims shall not be considered settled and ready for
deferral until the servicing carrier physically receives the
appropriate closing papers. Facsimile transmissions shall
not be accepted for these purposes.

2. Deferral releases shall include the following lan-
guage:

Payment: In consideration for making this Release,
you have agreed to pay me a settlement of $
plus simple interest at the rate of 6 percent per annum
for a total amount of $ , to be paid no later than
the first day of the eighteenth month after receipt of
this Release by the Servicing Carrier. It is further
understood that, if by further order of the Commission-
er of Insurance for the State of New Jersey, the settle-
ment amount may be released earlier, the interest will
be pro-rated. I further understand and agree that I
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will not seek anything further including any other pay-
ments from you.

3. Orders for Judgment shall include language similar
to that in (b)2 above specifically referring to the deferral
of any payment until the first day of the eighteenth month
following physical receipt by the Association’s servicing
carrier of the Order, the inclusion of per annum, simple
interest at six percent in any final payment, and the
understanding that if any such payment is made early, the
amount of interest will be pro-rated to the date of pay-
ment.

4, The date of deferral shall be deemed to be the date
upon which closing papers are physically received in the
office of the Association servicing carrier. Such date
shall govern the period of deferral applicable to the
deferred claim.

(c) Disputes regarding the date of deferral shall be re-
solved in the first instance by the Trustee in accordance with
the following procedures:

1. A claimant who disputes the date of deferral as
indicated by the servicing carrier shall notify the Trustee
in writing of the factual basis for the dispute and shall
include therewith all supporting documentation. The ser-
vicing carrier shall also provide all relevant documenta-
tion in opposition to the date of claim settlement alleged
by the claimant.

2. The Trustee may adjust the ultimate pay-out date
of a deferred claim upon a finding of inordinate delay by
defense counsel or the servicing carrier in the handling or
processing of the closing papers.

3. The Trustee shall establish appropriate procedures
for obtaining additional information when required during
the course of review.

4. The Trustee’s written decision shall be mailed to
the applicant by regular and certified mail, return receipt
requested.

(d) Servicing carriers shall not utilize their own funds to
pay claims subject to deferral unless specifically authorized
to do so by the Trustee. Regardless of the source of funds
utilized, the Association shall not reimburse servicing carri-
ers for the unauthorized payment of claims subject to
deferral made on or after the effective date of these rules.

(e) Servicing carriers shall continue their efforts to re-
solve all outstanding claims. During negotiations and/or
other discussions with claimants or their attorneys, the
servicing carrier and defense counsel shall advise all parties
that payment will be deferred for 18 months.

11:3-2A.5 Hardship exemptions

(a) Notwithstanding the provisions of N.J.A.C. 11:3-2A.3,

an exemption from the deferral of a claim payment shall be
permitted in limited circumstances upon the filing of a
written application with the Office of the Trustee which:

1. Demonstrates, through a written statement and suffi-
cient supporting documentation, the existence of an ex-
treme and immediate financial emergency; and

2. In which the applicant attests that the emergency
cannot be resolved through use of any other reasonably
available financial resources. “Reasonably available fi-
nancial resources” includes, but is not limited to, re-
sources such as reimbursement or compensation through
insurance coverage, reasonable liquidation of assets to the
extent that liquidation would not cause further economic
hardship, or borrowing from commercial sources on rea-
sonable commercial terms.

(b) Some examples which may constitute acceptable

grounds for a hardship exemption are as follows:

1. The claimant, spouse or dependent has incurred
substantial medical expenses (over $5,000) not related to
the subject motor vehicle accident and not covered by
insurance. Copies of all medical bills and insurance
coverages must be provided.

2. The claimant, spouse or dependant cannot pay for
essential food and shelter. For this exemption to apply,
the applicant, spouse or dependant must face imminent
eviction or foreclosure from their principal residence. A
copy of the imminent foreclosure or eviction notice must
be provided.

3. The claimant, spouse or dependant faces immediate
removal from a nursing home, hospital or other medical
care institution due to the inability to pay, although
continued medical careis prescribed by medical health
care providers and not related to the subject motor
vehicle accident. Copies of bills for treatment and medi-
cal insurance coverages, along with an original written
statement by a doctor prescribing further medical treat-
ment and an original written statement from the medical
institution advising that removal due to the inability to
pay is imminent, must be provided.

4, The applicant cannot pay funeral expenses of the
claimant, spouse or dependant and the death is not
related to the subject motor vehicle accident. Copies of
the unpaid funeral bills must be provided.

5. Such other financial emergency or situations of an
unusual or emergent nature which may be deemed to be
appropriate based upon information provided.

(c) Applications for a hardship exemption may be ob-

tained from the Association’s servicing carriers or by submit-

ting a written request to the Office of the NJAFIUA

Amended by R.1994 d.274, effective June 6, 1994.
See: 26 N.J.R. 898(a), 26 N.J.R. 2287(b).
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1. A hardship application shall contain the following
information:

i. The name, address, social security number, tele-
phone number and date of birth of the claimant;

ii. The claim number and policy number;
iii. The caption of the case;

iv. The name of the association insured,;

v. The amount deferred and date deferred,;

vi. A description of the examples which constitute a
hardship as set forth at (b) above;

vii. The documents required to be appended to the
application as set forth at ()2 below;

viii. The amount of exemption being sought and the
grounds for the exemption; and

ix. An appropriate certification executed by the ap-
plicant.

2. Completed applications shall be submitted directly
to the Trustee at the address noted above and shall
include a certified-to-be-true copy of the associated judg-
ment or fully-executed deferral release, a copy of the
written acknowledgment of receipt of the deferral release

“or order for judgment issued by the Association’s servic-
ing carrier, copies of all unpaid medical bills, insurance
coverages, foreclosure notices, eviction notices, funeral
bills and other appropriate documentation. Original doc-
uments shall be available for review upon the request of
the Office of the Trustee.

(d) The amount requested and the amount released from
deferral, if a hardship exemption is granted, shall not exceed
the minimum amount required to meet the financial emer-
gency, nor the net amount due the claimant.

(e) The Trustee shall establish appropriate procedures
for obtaining additional information when required during
the course of review.

(f) The Trustee’s written decision shall be delivered to
the applicant or his or her legal representative by certified
mail, return receipt requested or by an express mail service
of the Trustee’s choice.

(g) Where an exemption is granted, the decision shall
include a hardship exemption release amendment, prepared
by the Office of the Trustee, to be reviewed by the applicant
or his or her legal representative, executed by the applicant,
and forwarded directly to the Association’s servicing carrier.
Additionally, where an exemption is granted, the appropri-
ate servicing carrier shall be notified, in writing, with in-
structions to make the appropriate payment directly to and
in the name of the claimant, upon receipt of the fully-
executed hardship exemption release amendment. The ser-
vicing carriers shall proceed in accordance with procedures

(h) Where an exemption is either denied or only partially
granted, the Trustee’s decision shall enclose a copy of the
appropriate documents required to file an appeal.

Amended by R.1994 d.274, effective June 6, 1994.
See: 26 N.J.R. 898(a), 26 N.J.R. 2287(b).

11:3-2A.6 Appeal to the Commissioner

(a) An appeal by an applicant of the decision of the
Trustee denying a request for a hardship exemption as
provided in N.J.A.C. 11:3-2A.5 or from the Trustee’s deci-
sion regarding a dispute about the date of deferral as
provided in N.J.A.C. 11:3-2A.4(c), shall be filed with the
Commissioner within 20 days of receipt of the Trustee’s
written decision.

1. A copy of the appeal shall be simultaneously filed
by the claimant with the Trustee.

2. The Trustee, upon receipt of notice of the appeal,
shall forward the claimant’s file to the Commissioner for
his or her review.

(b) The Commissioner’s final decision shall be previded
to the Trustee and shall be mailed to the applicant or his or
her legal representative by certified mail, return receipt
requested and regular mail.

Amended by R.1994 d.274, effective June 6, 1994.
See: 26 N.J.R. 898(a), 26 N.J.R. 2287(b).

11:3-2A.7 Public records

(a) Pursuant to N.J.S.A, 47:1A-1, the following docu-
ments shall be considered public documents:

1. The Trustee’s request to the Commissioner for
approval of the deferral plan, or any extension, and the
supporting analysis and data;

2. The written Department staff evaluation and rec-
ommendation, if any; and

3. The Commissioner’s Final Decision.

(b) Interested parties may, by appointment only, review
the above documents set forth at (a) above at the Offices of
the Department of Insurance between the hours of 10:00
AM. and 4:00 P.M., Monday through Friday, except holi-
days.

1. An appointment may be scheduled by telephoning
the Department at (609) 984-3602.

(c) Interested persons may obtain copies of the docu-
ments set forth in (a) above by remitting, in advance, the
following fees:

1. First page to 10th page: $.75 per page;
2. Eleventh page to 20th page: $.50 per page; and

~ developed by the Trustee. 3. All pages over 20: $.25 per page.
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11:3-2A.7

DEPT. OF INSURANCE

(d) Original documents shall not be released from the
Department.

Amended by R.1994 d.274, effective June 6, 1994,
See: 26 N.J.R. 898(a), 26 N.J.R. 2287(b).

SUBCHAPTER 2B. MARKET TRANSITION
FACILITY OF NEW JERSEY PAYMENT
PRIORITIZATION AND CLAIMS PAYMENT
DEFERRAL

Authority
N.J.S.A. 17:1C-6(e), 17:1-8.1, and 17:33B-11.

Source and Effective Date

R.1994 d.261, effective April 29, 1994.
See: 26 N.J.R. 1393(a), 26 N.J.R. 2288(a).

Subchapter Historical Note

Subchapter 2B, Market Transition Facility of New Jersey Suspension
of Claims, was adopted as Emergency New Rule R.1994 d.164, effective
March 1, 1994, to expire April 30, 1994. See: 26 N.LR. 1393(a).
Concurrently proposed new rules were adopted as R.1994 d.261. See:
Source and Effective Date.

11:3-2B.1 Purpose and scope

(a) This subchapter provides the general procedures to be
utilized for the resumption of certain claims payments by
the MTF that had been suspended pursuant to this subchap-
ter, and the deferral of certain claims payments by the MTF
pursuant to amendments certified to the MTF Plan of
Operation by the Commissioner on July 26, 1994 pursuant
to N.J.S.A. 17:33B-11c as amended by P.L. 1994, c.57,
section 17. '

(b) This subchapter shall apply to the MTF and the
MTF’s servicing carriers, former MTF policyholders and
persons or entities having any unpaid claims against the
MTF or former MTF policyholders.

Amended by R.1995 d.50, effective January 17, 1995.
See: 26 N.J.R. 4590(a), 27 N.J.R. 368(a).

11:3-2B.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise.

“Assets” means any funds made available to the MTF
through any payments received from a member insurer for
its apportioned share of the MTF’s operating losses pursu-
ant to N.J.S.A. 17:33B-11d, monies, funds, accounts receiv-
able, premium payments, payments collected on any and all
private passenger automobile insurance policies, interest
income, contracts, causes of action, books, records, and
property of the MTF wherever located, including such prop-
erty of the MTF that may be discovered hereafter.

Supp. 10-16-95

“Claim” means a request for payment for a loss which
arises out of and is within the coverage provided by the
MTF to an insured pursuant to N.J.S.A. 17:33B-11.

“Closing papers” means the original, fully-executed re-
lease(s) containing the proper deferral language set forth in
this subchapter and which is signed by the claimant releasing
the MTF and its insured(s) from liability for the claim, or a
warrant of satisfaction of judgment and/or other closing
documents.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.

“Infrastructure” means those items or components neces-
sary for the MTF to operate and fulfill its obligations to
policyholders and claimants, including MTF central staff,
contracted servicing carriers, defense attorneys and certain
independent consultants. Infrastructure costs include, but
are not limited to, payroll expenses (including salaries,
benefits and payroll taxes), rent, utilities, bank charges,
investment charges, data processing, office and computer
supplies, licensing fees for computer software, insurance
coverages (such as workers’ compensation coverages), legal
fees (including defense of claims directly against the MTF),
postage, telephone, consultant fees (including auditors and
actuaries), MTF servicing carrier fees, and defense costs
(that is, payments to defense counsel to protect the MTF’s
interests in litigation involving MTF policyholders for which
the MTF is liable for payment under the MTF policy).

“Member insurer” means any insurer authorized to trans-
act private passenger automobile insurance in this State.

“MTF” means the Market Transition Facility of New
Jersey created pursuant to N.J.S.A, 17:33B-11.

“Person” means any individual, corporation, partnership,
association or private or public entity which seeks payment
of a claim.

“Plan of Operation” means the Plan of Operation pro-
mulgated by the Commissioner pursuant to N.J.S.A.
17:33B-11c as amended by P.L. 1994, c.57, section 17.

“Private passenger automobile” is as defined at N.J.S.A.
39:6A-2.

“Private passenger automobile insurance” means direct
insurance against injury or damage, including the legal
liability therefor, arising out of the ownership, operation,
maintenance, or use of private passenger automobiles, in-
cluding, but not limited to, personal injury protection cover-
age (including extended medical expense coverage), bodily
injury liability coverage, property damage liability coverage,
uninsured motorists coverage (including underinsured mo-
torists coverage), towing and labor coverage, rental reim-
bursement coverage, and collision and comprehensive (other
than collision) coverage. '
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“Residual bodily injury claim” means a liability claim for
the loss of any kind whatsoever, other than present econom-
ic loss, resulting from liability imposed by law for or as a
result of bodily injury or death.

“Servicing carrier” means a member insurer or other
entity that had or presently has a contract with the MTF to
underwrite, process, and settle claims for the MTF pursuant
to the MTF Plan of Operation approved by the Commis-
sioner pursuant to N.J.S.A. 17:33B-11c.

Amended by R.1995 d.50, effective January 17, 1995.
See: 26 N.JLR. 4590(a), 27 N.J.R. 368(a).

11:3-2B.3 Priority of claims

(a) Subject to N.J.A.C. 11:3-2B.4 and Part IV of the
MTF Plan of Operation, the MTF shall have the power to
make distributions from the assets of the MTF in the
following order of priority:

1. Expenses of administration;

2. Claims for taxes and debts due to Federal, State or
local government;

3. Covered claims by policyholders and beneficiaries
thereof arising from and within the coverage of, and not
in excess of, the applicable limits of insurance policies and
contracts issued by the MTF, in the following order of

priority:
i. Present economic loss;

ii. Collision or comprehensive loss and third party
property damage loss;

iii. Residual bodily injury loss; and
iv. Other creditor claims.

Repeal and New Rule, R.1995 d.50, effective January 17, 1995.
See: 26 N.J.R. 4590(a), 27 N.J.R. 368(a).
Formerly “Suspension of payment of claims by the MTF”,

11:3-2B.4 Resumption of payment of certain claims
previously suspended; deferral of payment for
residual bodily injury claims

(a) The servicing carriers shall resume making claim pay-
ments previously suspended pursuant to this subchapter as
follows:

1. Payments for claims that are due for payment that
have been suspended shall be issued for the following
coverages:

i. Personal injury protection;
ii. Collision;

ili. Comprehensive;

iv. Property damage;

v. Other payments for present economic loss; and
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vi. Residual bodily injury claims that were resolved
and for which the releases and other necessary closing
papers were received and date stamped by the servicing
carrier on or before March 1, 1994,

(b) The servicing carrier shall not pay interest on the
suspended claims described in (a) above, except where such
payment is required by law or explicitly authorized by the
Commissioner.

(c) During the period when the previously suspended
claims are being paid, servicing carriers shall be permitted to
make payments on newly received bills for the claims de-
scribed in (a)li through v above, provided that such pay-
ment of new claims does not delay the payment of suspend-
ed claims.

(d) Payments by the MTF of any residual bodily injury
claims, including uninsured motorist claims and underin-
sured motorist claims, are deferred from payment for a
period not to exceed 18 months, except such claims as may
be granted a hardship exemption from deferral as provided
in NJ.A.C. 11:3-2B.6.

(e) The deferral of claim payments set forth in (d) above
applies to all such residual bodily injury claims, regardless of
settlement date or jurisdiction, for which closing papers
have not been physically received in the offices of the
appropriate MTF servicing carrier before March 2, 1994.
Receipt by defense counsel or facsimile transmissions shall
not constitute receipt by the appropriate MTF servicing
carrier.

(f) With regard to those residual bodily injury claims for
which closing papers were received in the offices of the
servicing carrier after March 2, 1994, but before August 31,
1994, the servicing carriers shall prepare an amended re-
lease including proper reference to the Deferral Program
and send the amended release to the claimant or the
claimant’s attorney for execution. If the release is properly
executed and received back in the offices of the servicing
carrier within 60 days after it is mailed, then the deferral
date shall relate back to the date on which the original
release was received in the office of the servicing carrier.
Failure by claimant or the claimant’s attorney to return the
amended release with proper reference to the Deferral
Program so as to be received by the servicing carrier within

~ 60 days shall be deemed an election that the claimant wishes

to dissolve the original settlement and reopen the claim.
The date of deferral for any reopened claim shall be the
date described in N.J.A.C. 11:3-2B.5(c).

(g) Payment of a claim which has been deferred pursuant
to this subchapter shall occur no later than the first day of
the eighteenth month following the date of deferral.

(h) When claims deferred pursuant to this subchapter are
paid by the MTF, the payment shall include simple interest
calculated at a rate of six percent per annum beginning on

Supp. 10-16-95
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the date of deferral. If claims deferred pursuant to this
section are paid prior to the first day of the eighteenth
month following physical receipt of the closing papers by the
MTPF’s servicing carrier, then payment of interest shall be
pro-rated to the day of payment.

(i) Payment of claims for current economic loss shall not
be deferred.

New Rule, R.1995 d.50, effective January 17, 1995.
See: 26 N.JR. 4590(a), 27 N.J.R. 368(a).

11:3-2B.5 Administrative provisions

(a) Claims shall not be considered settled and ready for
deferral until the servicing carrier physically receives the
appropriate closing papers. Receipt by defense counsel or
facsimile transmissions shall not be accepted for these pur-
poses.

(b) Deferral releases shall contain the following language:

Payment: In consideration for making this Release, you
have agreed to pay me a settlement of $ , plus simple
interest at a rate of 6 percent per annum for a total amount
of $ , to be paid no later than the first day of the
eighteenth month after receipt of this Release by the servic-
ing carrier or its designee. It is further understood that, if
by further Order of the Commissioner of Insurance for the
State of New Jersey, the settlement amount is released
earlier, the interest will be pro-rated. I further understand
and agree that I will not seek anything further including any
other payments from you.

1. Orders for Judgment shall include language similar
to that in (b) above specifically referring to the deferral of
any payment until the first day of the eighteenth month
following physical receipt by the MTF’s servicing carrier
of the Order, the inclusion of per annum, simple interest
at six percent in any final payment, and the understanding
that if any payment is made early, the amount of interest
will be pro-rated to the date of payment.

(c) The date of deferral shall be deemed to be the date
upon which closing papers are physically received in the
office of the servicing carrier, except as otherwise provided
in N.JJ.A.C. 11:3-2B.4(f) and 2B.6. Such date shall govern
the period of deferral applicable to the deferred claim.

(d) Disputes regarding the date of deferral shall be re-
solved in the first instance by the MTF in accordance with
the following procedures:

1. A claimant who disputes the date of deferrai as
indicated by the servicing carrier shall notify the MTF in
writing of the factual basis for the dispute and shall
include therewith all supporting documentation. The ser-
vicing carrier shall also provide all relevant documenta-
tion in opposition to the date of claim settlement alleged
by the claimant.

Supp. 10-16-95

2. The MTF may adjust the ultimate pay-out date of a
deferred claim upon a finding of inordinate delay by
defense counsel or the servicing carrier in the handling or
processing of the closing papers.

3. The MTF shall establish appropriate procedures for
obtaining additional information when required during
the course of review.

4, The MTF’s written decision shall be mailed to the
applicant by regular and certified mail, return receipt
requested.

(e) Servicing carriers shall not utilize their own funds to
pay claims subject to deferral unless instructed and autho-
rized to do so by the MTF, the Commissioner or his or her
designated representative. Regardless of the source of
funds utilized, the MTF shall not reimburse servicing carri-
ers for the unauthorized payment of claims subject to
deferral.

(f) Servicing carriers shall continue their efforts to resolve
all outstanding claims. During negotiations and/or other
discussions with claimants or their attorneys, the servicing
carrier and defense counsel shall advise all parties that
payment will be deferred for 18 months.

(g) The Plan of Operation shall set forth uniform operat-
ing procedures necessary to implement these rules consis-
tent with this subchapter including procedures for the imple-
mentation of hardship exemptions as provided at. N.J.A.C.
11:3-2B.6; servicing carrier procedures; and the uniform
handling of deferred claim payments.

New Rule, R.1995 d.50, effective January 17, 1995.
See: 26 N.JR. 4590(a), 27 NJ.R. 368(a).

11:3-2B.6 Hardship exemption procedure

(a) Notwithstanding the provisions of N.J.A.C. 11:3-2B.4,
and subject to the availability of funds, an exemption from
the deferral of a claim payment shall be permitted in limited
circumstances upon the filing of a written application with
the MTF which:

1. Demonstrates, through a written statement and suf-
ficient supporting documentation, the existence of an
extreme immediate financial emergency; and

2. Includes a statement in which the applicant attests
that the emergency cannot be resolved through use of any
other reasonably available financial resources. ‘“Reason-
ably available financial resources” includes, but is not
limited to, resources such as reimbursement or compensa-
tion through insurance coverage, reasonable liquidation of
assets to the extent that liquidation would not cause
further economic hardship, or borrowing from commer-
cial sources on reasonable commercial terms.

(b) Some examples which may constitute acceptable
grounds for a hardship exemption are as follows:
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1. The claimant, spouse or dependant has incurred
substantial medical expenses (over $5,000) not related to
the subject motor vehicle accident and not covered by
insurance. Copies of ali medical bills and insurance
coverages must be provided.

2. The claimant, spouse or dependant cannot pay for
essential food and shelter or household services. For this
exemption to apply, the applicant, spouse or dependant
must face imminent eviction or foreclosure from their
principal residence or loss of essential household services
such as utility or telephone. A copy of the imminent
foreclosure eviction notice or utility shut-off notification
must be provided.

3. The claimant, spouse or dependant faces immediate
removal from a nursing home, hospital or other medical
care institution due to the inability to pay, although
continued medical care is prescribed by medical health
care providers and such care is not related to the subject
motor vehicle accident. Copies of bills for treatment and
medical insurance coverages, along with an original writ-
ten statement from the medical institution advising that
removal due to the inability to pay is imminent, must be
provided.

4. The applicant cannot pay funeral expenses of the
claimant, spouse or dependant and the death is not
related to the subject motor vehicle accident. Copies of
the unpaid funeral bills must be provided.

5. Such other emergency or situation of an unusual
nature which may be deemed to be appropriate based
upon information provided.

(c). Applications for a hardship exemption may be ob-
tained from the servicing carriers or by submitting a written
request to the Market Transition Facility of New Jersey, 293
Eisenhower Parkway, Livingston, New Jersey 07039.

1. A hardship application shall contain the following
information:

i. The name, address, social ‘security number, tele-
phone number and date of birth of the claimant;

ii. The claim number and policy number;
iii. The caption of the case;

iv. The name of the MTF insured;

v. The amount deferred and date deferred,;

vi. A description of the examples which constitute a
hardship as set forth at (b) above;

vii. The documents required to be appended to the
application as set forth at (c) below;

viii. The amount of exemption being sought and the
grounds for the exemption; and

ix. An appropriate certification executed by the ap-
plicant.
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2. Completed applications shall be submitted directly
to the MTF at the address noted in (c) above and shall
include a certified-to-be-true copy of the associated judg-
ment or fully-executed deferral release, a copy of the
written acknowledgment of receipt of the deferral release
or order for judgment issued by the MTF’s servicing
carrier, copies of all unpaid medical bills, insurance cover-
ages, foreclosure notices, eviction notices, funeral bills
and other appropriate documentation. Original docu-
ments shall be available for review upon the request of
the MTF.

(d) The amount requested and the amount released from
deferral, if a hardship exemption is granted, shall not exceed
the minimum amount required to meet the financial emer-
gency, nor the net amount due the claimant.

(e) The MTF shall establish appropriate procedures for
obtaining additional information when required during the
course of review.

(f) The MTF’s written decision shall be delivered to the
applicant or his or her legal representative by certified mail,

" return receipt requested or by an express mail service of the

MTPF’s choice.

(g) Where an exemption is granted, the decision shall
include a hardship exemption release amendment, prepared
by the MTF, to be reviewed by the applicant or his or her
legal representative, executed by the applicant, and forward-
ed directly to the MTF’s servicing carrier. Additionally,
where an exemption is granted, the appropriate servicing
carrier shall be notified, in writing, with instructions to make
the appropriate payment directly to and in the name of the
claimant, upon receipt of the fully-executed hardship exemp-
tion release amendment. The servicing carriers shall pro-
ceed in accordance with procedures developed by the MTF.

(h) Where an exemption is either denied or only partially
granted, the MTF decision shall enclose a copy of the
appropriate documents required to file an appeal.

Recodified from 11:3-2B.4 and amended by R.1995 d.50, effective
January 17, 1995.
See: 26 N.J.R. 4590(a), 27 N.J.R. 368(a).

11:3-2B.7

(a) An applicant may appeal the decision of the MTF
denying a request for a hardship exemption or from the
MTF’s decision regarding a dispute about the date of defer-
ral within 20 days of receipt of the MTF’s written decision
by submitting to the Commissioner an appeal of the MTF’s
decision addressed to the Residual Markets Unit, Depart-
ment of Insurance, 20 West State Street, CN 325, Trenton,
NJ 08625.

Appeal to the Commissioner

(b) The Notice of Appeal shall include those items pre-
sented in the initial request, a written statement explaining
why the decision of the MTF denying the request was
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incorrect, and any additional documentation in support of
the exemption request.

1. A copy of the appeal shall be simultaneously filed
by the claimant with the MTF.

2. The MTF, upon receipt of notice of the appeal,
shall forward the claimant’s file to the Commissioner for
his or her review.

(c) The Commissioner’s final decision shall be provided
to the MTF and shall be mailed to the applicant or his or
her legal representative by certified mail, return receipt
requested and by regular mail.

Recodified from 11:3-2B.5 and amended by R.1995 d.50, effective
January 17, 1995.
See: 26 N.J.R. 4590(a), 27 N.J.R. 368(a).

11:3-2B.8 Confidentiality of documents

The information provided by a claimant pursuant to
N.J.A.C. 11:3-2B.6 or 2B.7 as part of an application for a
hardship exemption or appeal from a decision of the MTF
shall be confidential and not subject to public inspection or
copying pursuant to the “Right to Know” law, N.J.S.A.
47:1A-1 et seq.

Recodified from 11:3-2B.6 and amended by R.1995 d.50, effective
January 17, 1995.
See: 26 N.J.R. 4590(a), 27 N.J.R. 368(a).

SUBCHAPTER 3. LIMITED ASSIGNMENT
DISTRIBUTION SERVICING CARRIERS

Authority
NJ.S.A. 17:1-8.1; 17:1C-6(e); 17:23-1 et seq., and 17:29D-1.

Source and Effective Date

R.1992 d.371, effective September 21, 1992.
See: 24 N.J.R. 519(a), 24 N.J.R. 3414(a).

11:3-3.1 Purpose and scope

(a) The purpose of this subchapter is to set forth applica-
tion and procedural requirements for insurers or other
qualified entiribution servicing carrier as referenced in
N.J.S.A. 17:29D-1c. A limited assignment distribution ser-
vicing carrier under these rules is a person or perribution
servicing carrier as referenced in N.J.S.A. 17:29D-1c. A
limited assignment distribution servicing carrier under these
rules is a person or persons to whom an insurer delegates
the authority to perform substantially all of the functions
related to policy administration or claims administration for
any policy of private passenger automobile insurance of the
insurer. A person with whom an insurer contracts to
perform only certain aspects of policy administration or
claims administration (including, but not limited to, data
processing, loss appraisal, policy coverage verification and
rate pursuit) shall not be deemed to be a limited assignment
distribution servicing carrier for purposes of these rules.

Supp. 10-16-95

(b) This subchapter applies to all insurers and other
qualified entities which seek to become a limited assignment
distribution servicing carrier and to all insurers which seek
to appoint a limited assignment distribution servicing carri-
er. These rules shall not apply to arrangements entered
into between affiliates, provided that services are provided
solely to members of the group.

Amended by R.1994 d.210, effective May 2, 1994.
See: 25 N.JL.R. 1327(b), 26 N.J.R. 1869(a).

11:3-3.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, uniess the con-
text clearly indicates otherwise:

“Affiliate” means an entity within the same holding com-
pany system as the LAD servicing carrier.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.

“Department” means the New Jersey Department of
Insurance. '

“Insurer” means an entity authorized to transact the
business of property and casualty insurance in this State
pursuant to N.J.S.A. 17:17-1 et seq., NJS.A. 17:32-1 et
seq., or N.J.S.A. 17:50-1 et seq.

“LAD servicing carrier” means an insurer or other quali-
fied entity registered as a limited assignment distribution
servicing carrier in this State pursuant to this subchapter.

“Person” means any individual, insurer, corporation, asso-
ciation, organization, society, partnership, syndicate, trust,
company or other legal entity.

Amended by R.1994 d.210, effective May 2, 1994.
See: 25 N.JL.R. 1327(b), 26 N.J.R. 1869(a).

11:3-3.3 General requirements

(a) No person shall act as, offer to act as, or hold itself
out to be a LAD servicing carrier in this State unless
registered as a LAD servicing carrier pursuant to the sub-
chapter.

(b) Any person licensed to transact private passenger
automobile insurance in this State registered as a LAD
servicing carrier shall retain not less than 25 percent of the
risk which the LAD servicing carrier services on behalf of
the insurer, except as provided pursuant to (g) below.

(c) Except as provided at (g) below, any person which is
not licensed to transact private passenger automobile insur-
ance in this State registered as a LAD servicing carrier
pursuant to this subchapter shall;
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11:3-3.4

1. Within two years from the date of appointment as a
LAD servicing carrier, retain, either directly or through
an affiliate licensed to transact private passenger automo-
bile insurance in this State, not less than 10 percent of the
risk which the LAD servicing carrier services on behalf of
the insurer; and

2. Within four years from the date of appointment as
a LAD servicing carrier, retain, either directly or through
an affiliate licensed to transact private passenger automo-
bile insurance in this State, not less than 25 percent of the
risk which the LAD servicing carrier services on behalf of
the insurer.

(d) The LAD servicing carrier shall become licensed to
transact private passenger automobile insurance in this State
pursuant to N.J.S.A. 17:17-1 et seq. and N.J.A.C. 11:1-28 or
N.J.S.A. 17:32-1 et seq. and N.J.A.C. 11:1-10, as applicable,
so that it may retain risk within the time frames set forth in
(c) above. However, a LAD servicing carrier may retain
risk which it services through an affiliate licensed to transact
private passenger automobile insurance in this State.

(e) All LAD servicing carriers or their affiliates, as appli-
cable, licensed to transact insurance in this State shall be
subject to all applicable laws in subtitle 3 of Title 17 of the
Revised Statutes and all applicable regulations in Title 11 of
the New Jersey Administrative Code.

(f) If the LAD servicing carrier is not licensed to transact
private passenger automobile insurance or otherwise in a
position to retain risk as set forth in (d) above so that it may
retain risk within the time frames set forth in (c) above, or if
at any time the Commissioner determines that the financial
condition of the LAD servicing carrier is such that retention
of risk by the LAD servicing carrier may render the insurer’s
and/or LAD servicing carrier’s method of operation hazard-
ous to the public or policyholders, after notice and opportu-
nity for a hearing conducted pursuant to the Administrative
Procedure Act, N.J.S.A. 52:14B-1 et seq., and the Uniform
Administrative Procedure Rules, N.J.A.C. 1:1, the Commis-
sioner may nonrenew or revoke the LAD servicing carrier’s
Certificate of Registration.

(g) The requirements set forth in (b) through (f) above
shall apply to any LAD servicing carrier which, either
directly or through one or more affiliates, has been delegat-
ed the authority to perform all of the functions related to
both policy administration and claims administration on
behalf of the insurer. The requirements set forth in (b)
through (f) above shall not apply to any LAD servicing
carrier which has been delegated the authority to perform
all or substantially all of the functions related to policy
administration or claims administration, but not both. The
Commissioner, may, however, require that a LAD servicing
carrier comply with the requirements set forth in (b)
through (f) above if it has been delegated the authority to
perform all or substantially all of the functions related to
one of the administration services (that is, policy or claims)
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and certain aspects of the other (for example, loss appraisal,
policy coverage verification, or underwriting). The Com-
missioner shall make this determination based on consider-
ation of the following:

1. The degree to which the LAD servicing carrier has
been delegated the authority to perform the functions
related to the relevant administrative service;

2. The degree to which the LAD servicing carrier may
exercise independent judgment in the performance of its
duties related to the authority delegated; and

3. The degree to which the exercise of independent
judgment is constrained by requirements that the LAD
servicing carrier adhere to specific guidelines of the insur-
er and by the general oversight by the insurer of the LAD
servicing carrier’s actions.

Amended by R.1994 d.210, effective May 2, 1994.
See: 25 N.J.R. 1327(b), 26 N.J.R. 1869(a).

11:3-3.4 Registration

(a) Persons, other than insurers licensed in this State,
seeking to act as a LAD servicing carrier in this State shall
make an application to the Commissioner for a certificate of
Registration. The application shall be on a form approved
by the Commissioner and include or be accompanied by the
following information and documents:

1. All basic organizational documents of the applicant,
including articles of incorporation, articles of association,
partnership agreements, trade name certificate, trust
agreement, shareholder agreement, other applicable docu-
ments, and all amendments to such documents;

2. The bylaws, rules, regulations or similar documents
regulating the internal affairs of the applicant;

3. The names, addresses, official positions and profes-
sional qualifications of the individuals who are responsible
for the conduct of affairs of the applicant; including the
following:

i. All members of the board of directors, board of
trustees, executive committee or other governing board
or committee;

ii. The principal officers, in the case of a corpora-
tion, or the partners or members, in the case of a
partnership or association;

ili. Shareholders holding directly or indirectly 10
percent or more of the voting securities of the appli-
cant; and

iv. Any other person who exercises control or influ-
ence over the affairs of the applicant;

4. Annual financial statements or reports for the two
years immediately preceding the date of application audit-
ed by a certified public accountant, and such other infor-
mation as the Commissioner may request in order to
review the current financial condition of the applicant;
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5. A plan of operation, including information on staff-
ing levels and activities proposed for handling business in
this State. The plan shall provide details setting forth the
applicant’s capability for providing a sufficient number of
experienced and qualified personnel in various areas in-
cluding, but not limited to, claims processing, recordkeep-
ing, accounting, underwriting, customer service and pro-
ducer relations;

6. A copy of the proposed contracts between the LAD
servicing carrier and the insurer;

i. The applicant shall highlight or otherwise indicate
on the contract the provisions of the contract that
satisfy the specific requirements set forth in N.J.A.C.
11:3-3.5(a), and provide a separate summary that refer-
ences each requirement in N.JA.C. 11:3-3.5(a)l
through 15 to the appropriate provision in the contract;

7. The application fee set forth in NJA.C

11:1-32.4(b)12;

8. If required to retain risk pursuant to N.JAC.

11:3-3.3, a statement certified by an officer of the appli-
cant that:

i. The applicant has filed, or intends to file within
180 days of the date of its application for a Certificate
of Registration, an application for authorization or
admission to transact private passenger automobile in-
surance in this State pursuant to N.J.S.A. 17:17-1 et
seq. and N.JA.C. 11:1-28, or NJ.S.A. 17:32-1 et seq.
and NJ.A.C. 11:1-10, as applicable; or that the appli-
cant otherwise will satisfy the requirement that it retain
a portion of the risk of the insurer as set forth in
N.J.A.C. 11:3-3.3(c) by retaining the risk through an
affiliate licensed to transact private passenger automo-
bile insurance in this State;

ii. The applicant is familiar with the requirements
to become licensed to transact private passenger auto-
mobile insurance in this State pursuant to N.J.A.C.
11:1-28 or 11:1-10, as applicable; and

ili. The applicant will possess and maintain the
minimum required capital and surplus to become li-
censed to transact private passenger automobile insur-
ance in this State and that the applicant or affiliate, as
applicable, will maintain adequate capital and surplus
to have the capacity to retain the minimum amounts of
risk from all insurers on whose behalf the LAD servic-
ing carrier intends to act; and

9. Such other information as the Commissioner may
request.

(b) An insurer licensed in this State which seeks to obtain
a Certificate of Registration shall submit, in lieu of all of the
requirements in (a) above, a plan of operation which con-
tains the information set forth in (a)5 above, a copy of the
proposed contract as set forth in (a)6 above, the certifica-
tion set forth in (a)8iii above, if required to retain risk
pursuant to N.J.A.C. 11:3-3.3 and the application fee as set
forth in (a)7 above.
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(¢) Upon a finding that the applicant has satisfied all of
the requirements set forth in (a) or (b) above, that it is or
will be in a position to retain risk as required under
N.JA.C. 11:3-3.3(b) or (c), as applicable, and that its
proposed methods of operation are not such as would
render its operation hazardous to the public or policyhold-
ers, the Commissioner shall issue a Certificate of Registra-
tion to the applicant which shall authorize the applicant to
act as a LAD servicing carrier in this State. The Commis-
sioner may refuse to issue a Certificate of Registration if he
or she determines that the applicant, or any individual
responsible for the conduct of affairs of the applicant, is not
competent, trustworthy, financially sound or of good person-
al and business reputation, or in the case of an insurer, has
had an insurance license denied or revoked for cause by any
state.

(d) A Certificate of Registration issued pursuant to (c)
above shall remain in effect from the date of issuance uritil
June 30 immediately following, and shall be renewed each
year prior to June 30, unless surrendered, suspended or
revoked by the Commissioner, for so long as the LAD
servicing carrier continues in business in this State and
remains in compliance with this subchapter and any other
applicable laws.

(e) A LAD servicing carrier seeking to renew its certifi-
cate shall submit the following information to the Depart-
ment by June 1 of the year of the expiration of the
certificate:

1. A financial statement for the year immediately
preceding the date of expiration of the certificate;

2. Any other information that is substantially different
from the information provided in the original application
or from information provided in the last renewal period;
and ’

3. The renewal fee set forth in N.J.A.C.

11:1-32.4(b)12.

(f) A LAD servicing carrier shall immediately notify the
Commissioner of any material change in its ownership,
control, plan of operation, contract with the insurer or other
fact or circumstance affecting its qualification for a Certifi-
cate of Registration in this State.

(g) The Commissioner shall require a LAD servicing
carrier to submit a bond or deposit in an amount not less
than $250,000, in a form acceptable to the Commissioner.

(h) The Commissioner may require the LAD servicing
carrier to maintain an errors and omissions policy in a form
and amount acceptable to the Commissioner.

Recodified from 11:3-3.3 and amended by R.1994 d.210, effective May
2, 1994,

See: 25 N.JR. 1327(b), 26 N.J.R. 1869(a).
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11:3-3.5

11:3-3.5 LAD servicing carriers; contract provisions

(a) No entity shail act as a LAD servicing carrier on
behalf of an insurer unless there is in force a written
contract between the parties which sets forth the responsi-
bilities of each party, and where both parties share responsi-
bility for a particular function, specifies the division of such
responsibilities, and which contains the following minimum
provisions:

1. All insurance charges or premiums collected by a
LAD servicing carrier on behalf of an insurer or insurers,
and the return of premiums received from that insurer or
insurers, shall be immediately remitted to the person or
persons entitled to them, or shall be deposited promptly
in a fiduciary account established and maintained by the
LAD servicing carrier in a Federally or state insured
financial institution for each insurer with whom it has
contracted. The written contract between the LAD ser-
vicing carrier and the insurer shall also provide for the
LAD servicing carrier to render, at least quarterly, an
accounting to the insurer detailing all transactions per-
formed by the LAD servicing carrier pertaining to the
business underwritten by the insurer;

2. If insurance charges or premiums are deposited in
fiduciary accounts on behalf of or for one or more
insurers, the LAD servicing carrier shall keep records
clearly recording the deposits in, and withdrawals from,
the separate account for each insurer. The LAD servic-
ing carrier shall keep copies of all the records and, upon
request of an insurer, shall furnish the insurer with copies
of the records pertaining to such deposits and withdraw-
als;

3. The LAD servicing carrier shall not pay any claim
by withdrawal from a fiduciary account in which premi-
ums or insurance charges are deposited. Withdrawals
from such account shall be made as provided in the
contract between the LAD servicing carrier and the insur-
er. With respect to withdrawals from the fiduciary ac-
count, the contract shall address, but not be limited to,
the following:

i. Remittance to the insurer for whom the fiduciary
account is maintained;

ii. Deposit in an account maintained in the name of
the insurer;

iil. Transfer to and deposit in a claims-paying ac-
count, with claims to be paid as provided in (a)4 below;

iv. Payment to the LAD servicing carrier of its
commissions, fees or charges; and

v. Remittance of return premium to the person or
persons entitled to such return premium;

4, All claims paid by the LAD servicing carrier from
funds collected on behalf of or for an insurer shall be paid
only on drafts or checks of the insurer and as authorized
by the insurer;
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5. If the contract provides for contingency-based com-
pensation of the LAD servicing carrier (for example,
contingent upon savings effected in adjustment, settle-
ment and payment of losses, or upon premiums or
charges collected or number of claims paid or processed),
the contract shall so specify. The Commissioner may
disapprove the contract based on such provision if he or
she believes that such method of compensation may ren-
der the insurer’s and/or LAD servicing carrier’s methods
of operation hazardous to the public or its policyholders.
The Commissioner may, in lieu .of disapproving the con-
tract, condition approval upon modification of the com-
pensation provision made as he or she shall deem neces-

sary;

6. The LAD servicing carrier shall maintain and make
available to the insurer complete books and records of all
transactions performed on behalf of the insurer. The
books and records shall be maintained in accordance with
prudent standards of insurance recordkeeping and shall
be maintained for a period of not less than the longer of
either:

i. Five years from the date of their creation; or

ii. Until the filing of the next financial condition
examination by the insurer’s state of domicile;

7. The Commissioner shall have access to books and
records maintained by a LAD servicing carrier for the
purposes of examination, audit and inspection. Any trade
secrets contained in such books and records, including the
identity and addresses of policyholders and certificate-
holders, shall be kept confidential, except that the Com-
missioner may use such information in any proceeding

. instituted by him or her against the LAD servicing carrier;

8. The insurer shall own the records generated by the
LAD servicing carrier pertaining to the business of the
insurer. The LAD servicing carrier shall nevertheless
retain the right to continuing access to books and records
to permit the LAD servicing carrier to fulfill all of its
contractual obligations to insured parties, claimants, and
the insurer;

9. In the event the insurer and the LAD servicing
carrier cancel their agreement, notwithstanding the provi-
sions of (a)7 above, the LAD servicing carrier may, by
written agreement with the insurer, transfer all records to
a new LAD servicing carrier rather than retain them for
the time period set in (a)6i and ii above. In such cases,
the new LAD servicing carrier shall acknowledge, in
writing, that it is responsible for retaining the records of
the prior LAD servicing carrier as required by (a)6 above;

10. The contract may not be assigned in whole or part
by the LAD servicing carrier;

11. The insurer shall provide and make available to
the LAD servicing carrier the current rates, rules, policy
forms and underwriting guidelines of the insurer to be
used by the LAD servicing carrier;
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12. If the contract permits the LAD servicing carrier
to settle claims on behalf of the insurer, the LAD servic-
ing carrier shall comply with N.J.S.A. 17:29B-4(9), and
any administrative rules promulgated by the Commission-
er thereunder. In addition:

i. All claims shall be reported to the insurer in a
timely manner; and

il. A copy of the claim file shall be sent to the
insurer at its request or as soon as it becomes known
that the claim has the potential to exceed, or exceeds
the limit set forth in the contract;

13. Where electronic claims files are in existence, the
contract shall address the timely transmission of the data;

14, If the contract provides for a sharing of interim
profits by the LAD servicing carrier, the contract shall
specify the manner and the LAD servicing carrier’s au-
thority with respect to the determination of interim prof-
its. The Commissioner may disapprove the contract
based on such provision if he or she believes that such
method of compensation may render the insurer’s and/or
LAD servicing carrier’s methods of operation hazardous
to the public or its policyholders. The Commissioner
may, in lieu of disapproving the contract, condition ap-
proval upon modifications made as he or she deems
necessary; and

15. The LAD servicing carrier shall not, without the
prior approval of the insurer, pay or commit the insurer
to pay a claim over a specified amount, net or reinsur-
ance, which amount shall not exceed one percent of the
insurer’s policyholder’s surplus as of December 31 of the
last completed calendar year.

Recodified from 11:3-3.4 and amended by R.1994 d.210, effective May
2, 1994,
See: 25 N.J.R. 1327(b), 26 N.J.R. 1869(a).

11:3-3.6 Requirements for insurers appointing LAD
servicing carriers

(a) The LAD servicing carrier shall retain on file an
annual independent financial audit of a certified public
accountant, directed and paid for either individually or
jointly by all insurers with which it does business, in a form
acceptable to the Commissioner.

(b) The insurer shall, at least semi-annually, conduct an
on-site procedural review of the underwriting, financial and
claims processing operations (including the establishment of
any case basis reserves), of the LAD servicing carrier.

(c) If a LAD servicing carrier establishes loss reserves for
an insurer, the insurer shall annually obtain the opinion of
an actuary attesting to the adequacy of loss reserves estab-
lished for losses incurred and outstanding on business pro-
duced by the LAD servicing carrier. Such loss reserve
opinion shall be in the format of and otherwise satisfy all
requirements of N.J.A.C. 11:1-21.
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(d) Within 30 days of executing or terminating a contract
with a LAD servicing carrier, the insurer shall provide
written notification of such appointment or termination to
the Commissioner. In the case of the appointment of a
LAD servicing carrier, the insurer shall provide with such
notification a copy of the contract, and shall provide a
statement describing any differences between the contract
entered into and the proposed contract submitted pursuant
to NJ.A.C. 11:3-3.4. The appointment of the LAD servic-
ing carrier shall take effect 60 days after written notification
thereof is filed with the Department, unless disapproved by
the Commissioner prior to that date. In the case of the
termination of the appointment of a LAD servicing carrier,
or the nonrenewal or revocation of the LAD servicing
carrier’s Certificate of Registration by the Commissioner,
the insurer shall provide a statement that sets forth the
manner and methods by which it intends to service the
business and perform the duties delegated to the LAD
servicing carrier. Any agreement to terminate shall take
effect 90 days after the date of the execution of the agree-
ment.

(e) The acts of the LAD servicing carrier shall be consid-
ered the acts of the insurer on whose behalf it is acting.
The Commissioner may examine a LAD servicing carrier as
if it were the insurer. Pursuant to N.J.S.A. 17:23-4, ex-
penses of examinations shall be borne by the insurer or
insurers on whose behalf the LAD servicing carrier is acting.

Recodified from 11:3-3.5 and amended by R.1994 d.210, effective May
2, 1994,
See: 25 N.L.R. 1327(b), 26 N.J.R. 1869(a).

11:3-3.7 Application of rules to persons currently acting
as LAD servicing carriers and insurers utilizing
LAD servicing carriers

(a) Any person acting as a LAD servicing carrier and any
insurer utilizing the services of a LAD servicing carrier prior
to the effective date of this subchapter, as amended shall,
within 30 days after the effective date of this subchapter, as
amended:

1. Notify the Department in writing of the existence
of such relationship; and ’

2. Certify that it intends to comply with the require-
ments of this subchapter by within 120 days.

(b) Any person acting as a LAD servicing carrier prior to
the effective date of this subchapter, as amended may
continue to act in such capacity provided the person satisfies
the requirements set forth in (a) above.

Recodified from 11:3-3.6 and amended by R.1994 d.210, effective May
2, 1994.
See: 25 N.J.R. 1327(b), 26 N.J.R. 1869(a).
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11:3-3.8 Penalties

Failure to comply with the provisions of this subchapter
may result in the imposition of penalties as authorized by
law.

Recodified from 11:3-3.7 and amended by R.1994 d.210, effective May
2, 1994,
See: 25 N.JL.R. 1327(b), 26 N.J.R. 1869(a).

SUBCHAPTERS 4 THROUGH 5. (RESERVED)

SUBCHAPTER 6. INSURANCE IDENTIFICATION
CARD

11:3-6.1 Scope

In order to properly implement and administer the com-
pulsory insurance law of New Jersey, all insurance compa-
nies are required to issue an insurance identification card to
all named insureds.

As amended, R.1983 d.648, effective January 17, 1984.
See: 15 N.J.R. 1919(a), 16 N.J.R. 145(c).
Reference to dates deleted.

Case Notes

Policy provision defining an eligible person as a spouse only if
resident in the same household as insured held void; named insured’s
deletion of estranged wife; reformation of policy ordered. Matland v.
United Services Automobile Ass’n, 174 N.J.Super. 499, 417 A.2d 46
(Law Div.1980).

11:3-6.2 Permanent identification card (form IV-1)

(a) Permanent Insurance identification cards shall be is-
sued in accordance with the specifications contained in
either (b) or (c) below. '

(b) A permanent insurance identification card shall con-
form to the following specifications:

1. The size shall be approximately 3% inches by 5
inches (tolerance of % inch permitted).

2. The weight shall be 24 pounds white ledger paper
stock (minimum).

3. The color shall be white stock, black print.
4. The front of card shall include the following:

i. The company name: Group name may be shown
instead if it will identify the specific company involved.
Insurance company logos are permitted;

ii. Named insured: The surname of the insured
must agree with surname shown on the motor vehicle
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registration certificate. The Division of Motor Vehi-
cles will check on surname basis;

ili. Address: The replacement of identification
cards when there is a change of address will be optional
- with the insurance companies;

iv. Policy number: The complete policy number will
be listed;

v. Effective date and expiration date: Month, day
and year must be shown;

vi. Description of the vehicle: Year, make and
vehicle identification number shall be noted on the
insurance identification card. The model of the vehicle
(that is, Vega instead of Chevrolet) may be shown as
the make. The make of the vehicle may be abbreviat-
ed, but the complete vehicle identification number must
‘be shown.

vii. In the case of fleets, dealerships or leasing
companies where the owner insures the vehicles, the
make, year and VIN need not be recorded. In lieu of
the make, year and VIN, the insurance company may
insert “ALL. OWNED VEHICLES” or “FLEETS”. If
the lessee insures the vehicles, the name of the owner
as shown on the motor vehicle registration must be
shown on the LD. card in addition to the name of the
insured if the designation “FLEET” is used without the
VIN;

viii. Red or blue ink is to be used in printing of one
or more of the following areas:

(1) Company name; or
(2) Authorized signature; or
(3) Company logo (if logo is used);

ix. The insurance company code will be printed
immediately preceding the insurance company name.
This code will be the same code presently used to
identify companies licensed to do business in New
York;

x. The name and address of the office of agency
issuing the identification cards must be shown. The
cards must contain a signature of an agent or other
authorized representative of the named company (fac-
simile signatures are acceptable);

xi. Assignment of form number IV2A(1/73), to be
shown in the upper left corner;

xii. Inclusion of an unlabeled block directly above
the title to be used by the motor vehicle examiner for
insertion of license plate number for insurance verifica-
tion,

(c) Insurers may, as an alternative to (b) above utilize the

design and format copyrighted by the ACORD 50 (1-83)
insurance identification card.
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(d) Servicing carriers of any residual market mechanism
authorized by statute shall issue an insurance identification
card in accordance with (b) and (c) above. Provided,
however, that the card shall indicate that coverage is being
issued by the servicing carrier on behalf of the residual
market mechanism.

As amended, R.1973 d.140, eff. May 31, 1973.
See: 5 N.IR. 150(a), 5 N.JLR. 229(b).
As amended, R.1973 d.247, eff. August 31, 1973.
See: 5 N.J.R. 350(b).
As amended, R.1983 d.648, eff. January 17, 1984.
See: 15 N.J.R. 1919(a), 16 N.J.R. 145(c).
Further specifications for ID cards added and alternative type of card
introduced.
Amended by R.1991 d.45, effective February 4, 1991.
See: 22 N.J.R. 1678(a), 23 N.J.R. 306(b).
In (d): deleted NJAFIUA reference and added text referring to
“residual market mechanism authorized by statute.”

Case Notes

Policy provision defining an eligible person as a spouse only if
resident in the same household as insured held void; named insured’s
deletion of estranged wife from coverage held void; reformation of
policy ordered. Matland v. United Services Automobile Ass’'n, 174
N.J.Super. 499, 417 A.2d 46 (Law Div.1980).

11:3-6.3 Temporary identification card (form IV-2)
(a) The specifications for temporary insurance identifica-
tion cards are set forth below:

1. The size shall be the same as the permanent identi-
fication card,

2. The weight shall be 24 pound white stock (mini-
mum);

3. The color shall be the same as the permanent
identification card;

4, Number of copies: Original and one duplicate;

5. The content of the temporary card shall be the
same as the permanent identification card except as noted
below:

i. Title:
card;

“TEMPORARY” to precede heading on

ii. Policy number: Indicate policy number if avail-
able; otherwise, the application or binder number is
acceptable;

ili. Effective date: Month, day and year that cover-
age becomes effective. Expiration date is not required;

iv. Expiration: The card shall contain the following

statement: “This card shall contain the following state-

~ment”: “This card expires 60 days after the effective
date shown above”.

As amended, R.1973 d.35, eff. January 26, 1973.
See: 5 N.J.R. 20(b).

As amended, R.1974 d.208, eff. July 24, 1974.
See: 6 N.JLR. 322(b).

As amended, R.1983 d.648, eff. January 17, 1984.
See: 15 N.J.R. 1919(a), 16 N.J.R. 145(c).

Supp. 10-16-95

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

Deleted subsection (b), describing components of the New Jersey
Automobile Insurance Plan.

11:3-6.4 General provisions

(a) The order of the information to be contained on the
identification cards may be rearranged in order to accom-
modate fixed printout systems already established by a
company. No drastic changes shall be made without obtain-
ing approval of the New Jersey Division of Motor Vehicles.

(b) Additional information may be printed on the reverse
side of the identification cards, provided the additional
information is appropriately captioned, and does not inter-
fere or detract from the information required as per the
attached samples.

(c) One permanent identification shall be issued for each
vehicle insured under the policy. The temporary identifica-
tion card shall be issued in duplicate. The insured will be
required to surrender one copy of the temporary identifica-
tion card at time of vehicle inspection. This copy will be
used in insurance verification procedures. Replacement
identification card or cards will be issued at the request of
insured in the event of loss of same.

(d) Each identification card shall be effective for no more
than one year from the effective date indicated on its face.
A replacement identification card shall be issued to all
insureds each year upon renewal of the policy. A replace-
ment identification card must be issued upon either a
change of vehicle or the acquisition of an additional vehicle.
Upon assignment of a new policy number, a new card must
also be issued.

(e) Identification cards will not be required for trailers as
the liability burden is on the towing or power unit.

(f) The insurance company shall, prior to the expiration
of a 60-day temporary identification card, issue to the
insured a permanent identification card.

(g) New Jersey law authorizes the Director of Motor
Vehicles, after consultations with the Commissioner of In-
surance, to promulgate rules concerning notice by insurers
of termination of insurance. All terminations of insurance
shall be forwarded to the Director of Motor Vehicles pursu-
ant to N.J.S.A. 39:3-4.

As amended, R.1973 d.35, effective January 26, 1973.
See: 5 N.J.R. 20(b).
As amended, R.1983 d.648, effective January 17, 1984.
See: 15 N.JL.R. 1919(a), 16 N.J.R. 145(c).

Dated material at (e) deleted.

11:3-6.5 Commercial motor vehicles; exemption

Commercial motor vehicles regulated by the Interstate
Commerce Commission or the New Jersey Department of
Public Utility Commissioners shall be exempted from this
regulation.
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NOTE: To require an 1.C.C. or P.U.C. carrier to carry
such an identification card would be an unnecessary
duplication. The insurance and filing requirements of
the L.C.C. and the P.U.C. present a comparable safe-
guard to that sought by the newly required identifica-
tion insurance cards.

R.1973 d.3, effective January 3, 1973.
See: 4 N.LR. 307(a), 5 N.JR. 47(d).

SUBCHAPTER 7. AUTOMOBILE REPARATION
REFORM ACT

Authority
NJ.S.A. 17:1-8.1, 17:1C-6(e), 39:6A-1 et seq., and 39:6A-10.

Source and Effective Date

R.1987 d.140, effective March 16, 1987.
See: 19 N.LR. 44(a), 19 N.JR. 453(a).

Subchapter Historical Note

All provisions to this subchapter were filed and became effective
December 4, 1972 as R.1972 d.244. See: 4 N.JR. 270(a), 5 NJ.R.
13(c). Section 5 became effective August 17, 1979 as R.1979 d.155.
See: 11 NJ.R. 142(a), 11 N.J.R. 250(a). Amendments to sections 2
and 4 became effective August 16, 1982 as R.1982 d.246. See: 14
NJ.R. 543(b), 14 N.J.R. 917(d). This subchapter was scheduled to
expire August 17, 1984. The Governor granted a waiver of the
scheduled expiration date from August 17, 1984 to November 15, 1984.

- On November 15, 1984, the Governor granted a second waiver from

November 15, 1984 to February 13, 1985. Pursuant to Executive Order
66(1978), subchapter 7 was readopted effective February 13, 1985 with
amendments effective March 18, 1985. See: 17 N.J.R. 43(a), 17 NJ.R.
707(b). Sections 1 through 4 were repealed, section 5 was recodified to
section 6 and new rules were adopted for sections 1 through 5 effective
March 16, 1987 as R.1987 d.140. See: 19 N.JR. 44(a), 19 NJ.R.
453(a). See chapter and section levels for further amendments.

11:3-7.1 Purpose

This subchapter implements certain provisions of the
Automobile Reparation Reform Act, NJ.S.A. 39:6A-1 et
seq., including the Commissioner’s authority to establish the
amounts and terms of additional personal injury protection
benefits which must be provided in policies covering auto-
mobiles as defined in N.J.S.A. 39:6A-2.

Case Notes

Additional personal injury protection coverage applied to all persons
for whom basic coverage was provided. Clendaniel v. New Jersey
Manufacturers Insurance Co., 190 N.J.Super. 286, 463 A.2d 369 (App.
Div.1983), affirmed in part, reversed in part 96 N.J. 361, 476 A.2d 263
(1984).

Individual held to be “surviving spouse” until conclusive determina-
tion of divorce reached. Allstate Insurance Co. v. Skolny, 86 N.J. 112,
429 A.2d 1045 (1981).
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11:3-7.2 General requirements applicable to additional
personal injury protection benefits

(a) In addition to the basic personal injury protection
benefits which insurers must provide pursuant to N.J.S.A.
39:6A—4, insurers shall make available to the named insured,
and, at his or her option, to any resident relatives in the
named insured’s household additional income continuation
benefits, essential services benefits, death benefits and fu-
neral expense benefits pursuant to N.J.S.A. 39:6A-10 and
this subchapter.

(b) The additional benefit indicated in each option that
an insurer may offer for income continuation benefits and
essential services benefits represents the aggregate of the
basic and additional personal injury protection benefits.

(c) Any additional income continuation benefits that an
insurer may offer shall be limited to 75 percent of the
insured’s weekly income.

(d) The limits which are applicable to any additional
personal injury protection benefits that an insurer may offer
shall apply on a per person, per accident basis.

(e) Each insurer shall make available as an option addi-
tional income continuation benefits for as long as the dis-
ability persists.

1. Each insurer shall furnish rates for such benefits
upon the request of the insured.

(f) Any additional death benefits which an insurer may
offer shall be payable without regard to the period of time
elapsing between the date of the accident and the date of
death provided death occurs within two years of the accident
and results from bodily injury from that accident.

1. The requirements of (f) above shall apply to any
claim for additional death benefits where death occurs on
or after April 21, 1986.

i. With respect to any claim presented on or after
the effective date of this subchapter, each insurer shall
disclose the availability of additional death benefits in
conformance with the applicable provisions of N.J.A.C.
11:2-17.1 et seq.

ii. With respect to any claim initiated prior to the
effective date of this subchapter, each insurer shall take
appropriate steps to determine whether additional
death benefits are payable, pursuant to (f) above.
These steps shall include, but need not be limited to,
review of claims closed on or after April 21, 1986 for
the purpose of ascertaining the applicability of addi-
tional death benefits. Upon determining that such
benefits are payable, each insurer shall provide written
notice to eligible beneficiaries and process the claim in
accord with N.J.S.A. 39:6A-5 and the applicable provi-
sions of NJ.A.C. 11:2-17.1 et seq.

Supp. 10-16-95
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(g) In addition to the minimum schedule of additional
personal injury protection benefits set forth at NJ.A.C.
11:3-7.4(b), any insurer may provide other additional per-
sonal injury protection benefit options subject to review and
approval of its filing by the Department of Insurance. Any
additional options offered by the insurer must be in compli-
ance with the standards and requirements set forth in this
subchapter.

(h) Insurers may also make available to named insureds
covered under N.J.S.A. 39:6A—4, and at their option, to
resident relatives in the household of the named insured or
to other persons provided medical expense coverage pursu-
ant to this statutory provision, or both, additional first party
medical expense benefit coverage pursuant to N.J.S.A.
39:6A~10.

Amended by R.1990 d.580, effective November 19, 1990 (operative
January 1, 1991).
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).
New (h) added enabling insurers to make available additional first
party medical expense benefit coverage in excess of $250,000 as per P.L.
1990 c.8.

Case Notes

Insurer made sufficient offer of basic income continuation benefits
for as long as disability exists. Werts v. New Jersey Mfrs. Ins. Co., 250
N.J.Super. 580, 595 A.2d 1110 (A.D.1991), certification denied 127 N.J.
554, 606 A.2d 366.

After death of named insured in accident, maximum scheduled
income continuation and essential services benefits held payable to
husband of named insured. Muschette v. The Gateway Insurance Co.,
149 N.J.Super. 89, 373 A.2d 406 (App.Div.1977) certification denied 75
N.J. 27, 3719 A.2d 258, affirmed 76 NJ. 560, 388 A.2d 964 (1978).

11:3-7.3 Personal injury protection policy forms or
endorsements

(a) All policy forms or endorsements that provide person-
al injury protection benefits required by N.J.S.A. 39:6A-4
shall specify that such benefits shall be afforded by the
insurer of the injured person subject to any deductibles or
exclusions elected by the policyholder pursuant to N.J.S.A.
39:6A-4.3. The required personal injury protection benefits
are set forth below:

Medical expense benefits;
Income continuation benefits;
Essential services benefits;

Death benefits; and

LA S A o

Funeral expense benefits.

(b) Each policy form or endorsement covering an auto-
mobile as defined at N.J.S.A. 39:6A-2 shall include excess
medical payments coverage, corresponding to Section II,
Extended Medical Expense Benefits Coverage of the per-
sonal automobile policy. Insurers must include a minimum
coverage of $1,000 and may offer coverage of $10,000.

Supp. 10-16-95

(c) Each policy form or endorsement providing additional
personal injury protection benefits shall specify that, pursu-
ant to N.J.S.A. 39:6A-10, as amended by P.L. 1985, ¢.520,
section 16, additional death benefits under the policy shall
be payable without regard to the period of time elapsing
between the date of the accident and the date of death
provided death occurs within two years of the accident and
results from bodily injury from that accident.

Law Review and Journal Commentaries

Auto Insurance—PIP. Steven P. Bann, 138 N.J.LJ. No. 16, 49
(1994).

Case Notes

Extended medical-expense benefits coverage; not included within
antistacking provision. Ingersoll v. Aetna Cas. and Sur. Co., 138 N.J.
236, 649 A.2d 1269 (1994).

Absence of income continuation benefits covering either named
insured and/or household relatives did not require reformation of
policy. Olivero by Olivero v. New Jersey Mfrs. Ins. Co,, 227 N.J.Super.
367, 547 A.2d 710 (A.D.1988), certification denied 115 N.J. 76, 556
A.2d 1219.

Insurer of automobile in which injured party was riding had to
reimburse injured party’s insurer on pro rata basis for PIP benefits
paid. Colonial Penn Ins. Co. v. Allstate Ins. Co., 214 N.J.Super. 453,
519 A.2d 935 (App.Div.1986).

Driver who was neither a'relative nor resident of named insured’s
household, held not entitled to coverage. Kuzan v. Prudential Property
& Casualty Insurance Co., 195 N.J.Super. 553, 480 A.2d 960 (Law
Div.1984).

Additional coverage held but provided for all persons for whom basic
coverage was provided. Clendaniel v. New Jersey Manufacturers Insur-
ance Co., 190 N.J.Super. 286, 463 A.2d 369 (App.Div.1983), affirmed in
part, reversed in part 96 N.J. 361, 476 A.2d 263 (1984).

Insurer of car owned by insured’s wife held entitled to contribution
from insurer of car leased by insured in which insured was injured in a
one-car accident. Federal Insurance Co. v. Liberty Mutual Insurance
Co., 190 N.J.Super. 605, 464 A.2d 1197 (App.Div.1983).

Minor passenger on moped which collided with automobile held not
a “pedestrian” and, therefore, not entitled to medical benefits under
automobile’s personal injury protection coverage. McKenna v. Wis-
kowski, 181 N.J.Super. 482, 438 A.2d 355 (Ch.Div.1981).

Individual held to be “surviving spouse” until conclusive determina-
tion of divorce reached. Allstate Insurance Co. v. Skolny, 86 N.J. 112,
429 A.2d 1045 (1981).

Insurer’s declaratory judgment action held not barred by pendency of
New York action between parties. Lumbermens Mutual Casualty Co.
v. Carriere, 163 N.J.Super. 7, 394 A.2d 132 (App.Div.1978) on remand
170 N.J.Super. 437, 406 A.2d 994.

11:3-7.4 Minimum schedule of additional personal injury
protection coverage benefits

(a) Every rate filer’s schedule of rates for additional
personal injury protection benefits, other than medical ex-
pense benefits, shall provide at least the benefit schedules
set forth in Table 1 in (b) below.

(b) The additional personal injury protection coverage
table follows:
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Table 1
Income Essential Services Funeral
Option  Weekly Total Per Day Total Death Expense
1 $100 $10,400 $12 $ 8,760 $10,000  $2,000
2 125 13,000 20 14,600 10,000 2,000
3 175 18,200 20 14,600 10,000 2,000
4 250 26,000 20 14,600 10,000 2,000
5 400 41,600 20 14,600 10,000 2,000
6 500 52,000 20 14,600 10,000 2,000
7 600 62,400 20 14,600 10,000 2,000
8 700 72,800 20 14,600 10,000 2,000
9 100  unlimited 12 8,760 10,000 2,000
10 125 unlimited 20 14,600 10,000 2,000
11 175 unlimited 20 14,600 10,000 2,000
12 250  unlimited 20 14,600 10,000 2,000
13 400  unlimited 20 14,600 10,000 2,000
14 500  unlimited 20 14,600 10,000 2,000
15 600  unlimited 20 14,600 10,000 2,000
16 700  unlimited 20 14,600 10,000 2,000

Amended by R.1990 d.580, effective November 19, 1990 (operative
January 1, 1991).
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).
Changes required by “The Fair Automobile Insurance Reform Act of
1990”, P.L. 1990 c.8.

Case Notes

Insurer made sufficient offer of basic income continuation benefits
for as long as disability exists. Werts v. New Jersey Mfrs. Ins. Co., 250
N.J.Super. 580, 595 A.2d 1110 (A.D.1991), certification denied 127 N.J.
554, 606 A.2d 366.

Absence of income continuation benefits covering either named
insured and/or household relatives did not require reformation of
policy. Olivero by Olivero v. New Jersey Mfrs. Ins. Co., 227 N.J.Super.
367, 547 A.2d 710 (A.D.1988), certification denied 115 N.J. 76, 556
A.2d 1219.

Additional coverage held provided for all persons for whom basic
coverage was provided (citing former N.J.A.C. 11:3-7.7). Clendaniel v.
New Jersey Manufacturers Insurance Co., 190 N.J.Super. 286, 463 A.2d
369 (App.Div.1983), affirmed in part, reversed in part 96 N.J. 361, 476
A.2d 263 (1984).

Surviving spouse held entitled to lump sum payment of survivor
benefits; doubling of benefits due to payment of two premiums for
additional protection denied. Riccio v. New Jersey Manufacturers
Insurance Co., 179 N.J.Super. 65, 430 A.2d 641 (App.Div.1981).

Insured held entitled to policy reformation due to statutory deficien-
cy of insurer’s letter notifying insured of optional coverage selection.
Lumbermens Mutual Casualty Co. v. Carriere, 170 N.J.Super. 437, 406
A.2d 994 (Law Div.1979).

11:3-7.5 Notice re_quirements

(a) Additional personal injury protection benefits that are
required to be offered by an insurer shall be offered by the
insurer at least annually as part of the Coverage Selection
Form required pursuant to N.J.S.A. 39:6A-23 and N.J.A.C.
11:3-15.

1. The buyer’s guide and coverage selection form
specified at N.J.S.A. 39:6A-23 and any rules promulgated
thereunder shall meet the requirements of (a) above.

(b) Insurers shall provide written notice advising policy-
holders of the change effected by the enactment of P.L.
1985, ¢.520, section 16 in all applications for an automobile
insurance policy and notices of renewal of an automobile
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insurance policy that are issued on or after the effective date
of this subchapter.

1. The buyer’s guide specified at N.J.S.A. 39:6A-23
and any rules promulgated thereunder shall meet the
requirements of (b) above.

(c¢) Each insurer shall distribute copies of this subchapter
to every person responsible for the handling and settlement
of claims subject to this subchapter. Every insurer shall
satisfy itself that all such responsible persons are thoroughly
conversant with and are complying with this subchapter.

Amended by R.1990 d.580, effective November 19, 1990 (operative
January 1, 1991).
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).
Changes required by “The Fair Automobile Insurance Reform Act of
19907, P.L. 1990 c.8.

Case Notes

Genuine issue of material fact existed as to whether seller of policy
was insurer’s agent. Lilly v. Alistate Ins. Co., 218 N.J.Super. 313, 527
A.2d 903 (App.Div.1987).

Insured held entitled to policy reformation to due to statutory
deficiency of insurer’s letter notifying insured of optional coverage
selection. Lumbermens Mutual Casualty Co. v. Carriere, 170 N.J.Su-
per. 437, 406 A.2d 994 (Law Div.1979).

11:3-7.6 Cancellation of automobile coverage for
nonpayment of premium

(a) This rule applies to all automobile policies delivered
or issued for delivery in this State, insuring a single individu-
al or husband and wife resident of the same household, as
named insured, and under which the insured vehicles there-
in designated are of the following types only:

1. A motor vehicle of the private passenger or station
wagon type that is not used as a public or livery convey-
ance for passengers, not rented to others; or

2. Any other four-wheel motor vehicle with a load
capacity of 1,500 pounds or less which is not customarily
used in the occupation, profession or business of insured,
other than farming or ranching, provided, however, that
this rule shall not apply to any policy insuring more than
four automobiles, or to any policy covering garage, auto-
mobile sales agency, repair shop, service station or public
parking place operation hazards.

(b) The effective date of the cancellation of a policy for
nonpayment of premium shall not be earlier than 10 days
prior to the last full day of which premium received by the
company prior to the date of preparation of the cancellation
notice, would pay for coverage on a pro rata basis. In
calculating the effective date of the cancellation as provided
in this section, the premium applicable to the coverage
provided by the policy and the premium received by the
company at or prior to the time cancellation notice was
prepared shall be the premium used for the calculation and
determination of such effective date.

Supp. 10-16-95
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(c) Cancellation for nonpayment of premium does not
include cancellation at the request of a premium finance
company or of a producer of record under N.J.A.C
11:1-3.1.

(d) No cancellation notice shall be mailed prior to 30
days in advance of its effective date.

(e) The rule shall not apply to deposits accompanying

New Jersey Automobile Insurance Plan applications which

" are insufficient under Plan rules or those of any succeeding
residual market availability plan.

Case Notes

Cancellation notice of automobile policy for nonpayment was ineffec-
tive to cancel policy. Christian v. Ormsby, 267 N.J.Super. 237, 631
A.2d 158 (L.1992).

Genuine issue of material fact existed as to whether seller of policy
was insurer’s agent, precluding summary judgement on issue of cover-
age. Lilly v. Allstate Ins. Co., 218 N.J.Super. 313, 527 A.2d 903
(App.Div.1987).

Pedestrian held entitled to benefits under No-Fault Law when struck
first by a commercial vehicle and then by a private automobile. Berg v.
The Ohio Casualty Insurance Companies, 166 N.J.Super. 239, 399 A.2d
675 (Law Div.1979).

SUBCHAPTER 8. NONRENEWAL OF
AUTOMOBILE INSURANCE POLICIES

11:3-8.1 Scope

This subchapter applies to all automobiles as defined in
N.JS.A. 39:6A-2a, excluding those owned by business enti-
ties or insured through any statutorily mandated residual
market mechanism, and to all policies or contracts of insur-
ance insuring such automobiles.

New Rule, R.1983 d.190, effective June 6, 1983.
See: 15 N.J.R. 231(a), 15 N.J.R. 927(a).
Section was “General provisions”.
Amended by R.1986 d.418, effective October 6, 1986.
See: 18 N.J.R. 1079(a), 18 N.J.R. 2039(b).

Case Notes

Policy provision defining an eligible person as a spouse only if
resident in the same household as insured held void; named insured’s
deletion of estranged wife from coverage held void; reformation of
policy ordered. Matland v. United States Automobile Ass’'n, 174
N.J.Super. 499, 417 A.2d 46 (Law Div.1980).

The extension of N.J.A.C. 11:3-8.1, establishing procedures for the
nonrenewal of “No-Fault” coverages to include physical damage cover-
ages is a valid and enforceable exercise of the commissioner’s rule
making power. Atty.Gen.F.0.1982, No. 8.

11:3-8.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise:

Supp. 10-16-95

“Automobile insurance eligibility points” or “eligibility
points” means points calculated under the schedule set forth
in NJAC, 11:3-34.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.

“Department” means the New Jersey Department of
Insurance.

“Eligible person” means an individual that meets the
qualifications set forth in N.J.A.C. 11:3-34,

“Insurer” includes a group of affiliated companies.

- “Renew” means to issue and deliver at the end of the
policy period a policy superseding a policy previously issued
and delivered, or to issue and deliver a certificate or notice
extending the term of a policy beyond its policy period or
term, by the same individual insurance company, or by
another of a group of affiliated companies pursuant to a
standard/nonstandard rating plan filed and approved in
accordance with N.J.A.C. 11:3-19.

“Standard/non-standard rating plan” means a rating sys-
tem used by an insurer that provides different base rates for
different risks to those insureds who qualify in accordance
with the insurer’s approved underwriting rules, which has
been filed and approved in accordance with N.J.A.C.
11:3-19.

Emergency New Rule, R.1990 d.626, effective November 26, 1990,
Operative April 1, 1991 (expired January 25, 1991).
See: 22 N.J.R. 3766(b).
Adopted Concurrent Proposal R.1991 d.89, effective January 25, 1991.
See: 22 N.J.R. 3766(b), 23 N.J.R. 507(a).
Provisions of emergency new rule, R.1990 d.626 readopted without
change, operative April 1, 1991.

Case Notes

Where offer to renew insurance is conditioned upon timely premium
payment, that fact should be clearly set forth. Cervone v. New Jersey
Auto. Full Ins. Underwriting Ass’n, 239 N.J.Super. 25, 570 A.2d 999
(A.D.1990).

Renewal policy need not be issued until premium is paid. Lopez v.
New Jersey Auto. Full Ins. Underwriting Ass’n, 239 N.J.Super. 13, 570
A.2d 994 (A.D.1990), certification denied 122 N.J. 131, 584 A.2d 206.

Notices of nonrenewal must be sent in strict compliance with statuto-
ry provisions. Lopez v. New Jersey Auto. Full Ins. Underwriting Ass’n,
239 N.J.Super. 13, 570 A.2d 994 (A.D.1990), certification denied 122
N.J. 131, 584 A.2d 206.

Insurer held liable for fire loés where it failed to give notice of policy
expiration. Barbara Corp. v. Bob Maneely Insurance Agency, 197
N.J.Super. 339, 484 A.2d 1292 (App.Div.1984) (dissenting opinion).

Provision that no insurer shall refuse to renew coverage without
consent of the Commissioner upheld against constitutional challenges.
Sheeran v. Nationwide Mutual Insurance Co., Inc., 80 N.J. 548, 404
A.2d 625 (1979).
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Insurance company cancelling agencies was required to give insureds
renewal options indefinitely unless like coverage was available in the
market. Sheeran v. Nationwide Mutual Insurance Co., Inc., 159
N.J.Super. 417, 388 A.2d 272 (Ch.Div.1978), affirmed per curiam 163
N.J.Super. 40, 394 A.2d 149 (App.Div.1978), modified and affirmed 80
N.J. 548, 404 A.2d 625 (1979).

11:3-8.3 General provisions

(a) Every insurer shall make an offer to the insured
named in a policy subject to this subchapter to renew such
policy upon its expiration date, unless a valid notice of
nonrenewal or conditioned renewal as specified in (h) below
has been sent by the insurer to the insured in accordance
with this subchapter.

(b) Each renewal offer shall be in the usual form of
either a renewal policy, a certificate, or a renewal bill. With
respect to payment of the renewal premium, notice shall be
given not more than 45 days or less than 30 days prior to the
due date of the premium and shall clearly state the effect on
nonpayment of the premium by the due date.

(c) Subject to changes approved by the Commissioner
.that had become effective prior to the expiration of the
current policy, each renewal shall offer coverage, limits and
terms at least as favorable to the insured as the expiring
policy, including but not limited to:

1. Schedule of premium payments, if any; and
2. Duration of policy term;

i. Whenever an insurer, pursuant to changes ap-
proved by the Commissioner, alters the duration of the
insured’s policy term, the insurer shall permit the in-
sured to revert to the prior duration of policy term
upon request.

ii. The renewal offer shall include or be accompa-
nied by a statement advising the insured of his or her
right to revert to the prior duration of policy term.

(d) Payment by the insured in accordance with the terms
stated in the billing notice or in accordance with terms
agreed to with the company or producer shall constitute
acceptance of the renewal offer by the insured.

(e) The requirements of (b) above shall not preclude the
insurer from offering physical damage coverage with a high-
er deductible than that in the expiring policy, provided the
insured is informed that a lower deductible is available at an
appropriate rate.

(f) No notice of nonrenewal shall be valid unless it is
mailed or delivered by the insurer to the insured no less
than 60 days and no more than 90 days prior to the
expiration of the current policy, setting forth the reason(s)
for such nonrenewal.

1. No notice of nonrenewal shall be valid unless it
includes the designated provision(s) of this subchapter
under which action is being taken and the correct facts
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which bring the insured under the provision(s), including
dates and any other facts necessary for identification of
the incidents.

i. In the event action is being taken under N.J.A.C.
11:3-8.4(a) (ineligible person), the notice shall provide
the basis by which the insured fails to qualify as an
eligible person. When notice of nonrenewals is based
on automobile insurance eligibility points, the notice
shall identify the number of eligibility points and the
events and sources which resuited in their assessment.

ii. In the event action is being taken under N.J.A.C.
11:3-8.4(b) (underwriting rules) to nonrenew an in-
sured who is not an eligible person in accordance with
the approved underwriting rules applicable to the non-
standard rate level of an approved standard/non-stan-
dard rating plan, the notice shall provide the basis by
which the insured fails to qualify as an eligible person
and shall reference the specific underwriting rule by
which the insured is disqualified. The notice shall set
forth the specific facts upon which the insurer relied to
determine that the insured is not an eligible person and
is no longer qualified to be insured in accordance with
the insurer’s approved underwriting rules.

iii. In the event action is being taken under
NJ.A.C. 11:3-8.5(a)1, the notice shall specify that the
action is being taken in accordance with N.J.A.C.
11:3-8.5(a)1 (two percent territorial nonrenewal) and
shall be consecutively numbered in each territory.

iv. In the event action is being taken under N.J.A.C.
11:3-8.5(a)2, the notice shall specify that the action is
being taken in accordance with N.J.A.C. 11:3-8.5(a)2
(one nonrenewal for each two newly insured automo-
biles) and shall be consecutively numbered in each
territory.

2. Each notice of nonrenewal shall include or be
accompanied by the statement prescribed in (f)2i below
which shall be clearly and prominently set out in boldface
type or other manner which draws the reader’s attention.

i. Each notice of nonrenewal must set forth: “If
you have reason to believe that our decision to nonre-
new your policy is not in compliance with New Jersey
Regulation N.J.A.C. 11:3-8, you should file a written
complaint with the New Jersey Department of Insur-
ance, Division of Enforcement and Consumer Protec-
tion, CN 329, Trenton, New Jersey 08625-0329. Your
written complaint should indicate the facts on which
you are basing your complaint.”

(g) Nothing in this subchapter shall be construed as
prohibiting a renewal policy from being issued for higher
limits of coverage andfor additional coverage(s), provided
that such additional protection is specifically requested by
the insured and the insurer is willing to provide it. Con-
versely, nothing shall prohibit the renewal policy from being
issued for lower limits of coverage and/or fewer coverages

Supp. 10-16-95
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provided that such reduction in protection is specifically
requested by the insured and further provided that coverage
in no case shall fall below the level or levels otherwise
required by law.

(h) In any instance in which an insurer may, pursuant to
the provisions of this subchapter, nonrenew an automobile
policy, it may, in lieu of the nonrenewal and in compliance
with such provisions, condition the renewal of the policy
upon a change of limits or elimination of any coverage not
required by law.

(i) No notice of nonrenewal for any coverage subject to
this subchapter shall be valid unless it is based upon one or
more of the standards set forth in N.J.A.C. 11:3-8.3 or is
otherwise authorized by the Commissioner of Insurance
pursuant to N.J.A.C, 11:3-84.

Amended by R.1973 d.30, effective January 25, 1973.
See: 4 NJ.R. 305(b), 5 N.J.R. 48(a).
Amended by R.1976 d.328, effective October 18, 1976.
See: 8 N.JI.R. 421(a), 8 N.J.R. 516(e).
Amended by R.1977 d.100, effective March 23, 1977.
See: 9 N.J.R. 178(b).
Amended by R.1977 d.437, effective January 1, 1978.
See: 9 N.LR. 435(d), 9 N.J.R. 586(b).
Amended by R.1983 d.190, effective June 6, 1983.
See: 15 N.J.R. 231(a), 15 N.J.R. 927(a).
Recodified from 11:3-8.1. Replaced (d).
Amended by R.1986 d.418, effective October 6, 1986.
See: 18 N.JL.R. 1079(a), 18 N.J.R. 2039(a). '
~ Emergency Amendment, R.1990 d.626, effective November 26, 1990,
operative April 1, 1991 (expired January 25, 1991).
See: 22 N.JLR. 3766(b).
Recodified from 11:3-8.2. In (f)1i, added notice of eligibility points
and added ii-iv.
Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991,
See: 22 N.J.R. 3766(b), 23 N.J.R. 507(a).
Provisions of emergency amendment R.1990 d.626 readopted without
change.
Amended by R.1991 d.45, effective February 4, 1991.
See: 22 N.JR. 1678(a), 23 N.LR. 306(b).
In (f): revised address in (f)2i and deleted NJAFIUA reference in
(f)3, adding text ““. .. a residual market mechanism created by statute.”

Case Notes

Renewal policy need not be issued until premium is paid. Lopez v.
New Jersey Auto. Full Ins. Underwriting Ass’n, 239 N.J.Super. 13, 570
A.2d 994 (A.D.1990), certification denied 122 N.J. 131, 584 A.2d 206.

Notices of nonrenewal must be sent in strict compliance with statuto-
ry provisions. Lopez v. New Jersey Auto. Full Ins. Underwriting Ass’n,
239 N.J.Super. 13, 570 A.2d 994 (A.D.1990), certification denied 122
N.J. 131, 584 A.2d 206.

Insurance agent who continued to service insurer’s policyholders
subsequent to termination with insurance company, established prima
facie case of quasi-contract. Cohen v. Home Ins. Co., 230 N.J.Super.
72, 552 A.2d 654 (A.D.1989).

Policy binder in effect for more than 60 days held to provide
coverage in absence of formal notice of cancellation, despite lack of any
premium payment and knowledge that insurer would not issue policy.
Miney v. Baum, 170 N.J.Super. 282, 406 A.2d 234 (Law Div.1979).

Supp. 10-16-95

Under assigned risk automobile insurance plan, 45 day notice suf-
ficed for non-renewal expiration; broker held to have breached duty to
insured in failing to advise him of ramifications of expiration. Com-
mercial Union Assurance Companies v. State Farm Mutual Automobile
Insurance Co., 158 N.J.Super. 326, 385 A.2d 1286 (Law Div.1978).

Provision that no insurer shall refuse to renew coverage without
consent of the Commissioner upheld against constitutional challenges.
Sheeran v. Nationwide Mutual Insurance Co., Inc., 80 N.J. 548, 404
A.2d 625 (1979).

Proof of mailing of notice of cancellation held to be conclusive proof
of provision of such notice to insured. Weathers v. Hartford Insurance
Group, 77 N.J. 228, 390 A.2d 548 (1978).

11:3-8.4 Standards of nonrenewal applicable to all
automobile policies

(a) An insurer may issue a notice of nonrenewal to any
person who is not an eligible person as defined in N.J.A.C.
11:3-34,

1. For the purpose of determining whether a person is
an eligible person who must be renewed, an insurer shall
consider those eligibility points accrued only in the
36-month period ending 90 days prior to the expiration of
the current policy.

2. An insurer shall not issue a notice of nonrenewal
for the reason that a member of the insurer’s household is
not an eligible person unless the member of the insured’s
household usually accounts for 10 percent or more of the
use of the vehicle insured for the purpose of this section:

i. Any driver who is the principal driver of an
automobile shall be presumed not to account for 10
percent or more of the use of any other automobile in
the household.

il. Except when there are more automobiles than
drivers in the household, a person shall be presumed
not to be the principal driver of more than one automo-
bile.

3. No insurer shall issue a notice of nonrenewal to any
person qualified to be renewed in accordance with the
insurer’s underwriting rules filed and approved pursuant
to N.J.A.C. 11:3-35. :

(b) An insurer which has filed a standard/non-standard
rating plan pursuant to N.J.A.C. 11:3-19 may issue notices
of intention not to renew any insured who is not an eligible
person and who no longer qualifies for any rate level in
accordance with its approved underwriting rules.

Amended by R.1983 d.190, effective June 6, 1983.

See: 15 NJ.R. 231(a), 15 N.J.R. 927(a).
Recodified from 11:3-8.1(e)—(g).

Amended by R.1986 d.418, effective October 6, 1986.

See: 18 N.J.R. 1079(a), 18 N.J.R. 2039(a).

Emergency Repeal and New Rule, R.1990 d.626, effective November
26, 1990, operative April 1, 1991 (expired January 25, 1991).

See: 22 N.J.R. 3766(b).
Recodified from 11:3-8.3.

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991,

See: 22 N.LR. 3766(b), 23 N.J.R. 507(a).
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11:3-8.8

Provisions of emergency repeal and new rule R.1990 d.626 readopted
with changes.

11:3-8.5 Additional ronrenewals
(a) Any insurer may:

1. For each calendar year period, issue notices of
intention not to renew an automobile insurance policy in
the voluntary market in an amount not to exceed two
percent of the total number of voluntary market automo-
bile insurance policies of the insurer, rounded to the
nearest whole number, which are in force at the end of
the previous calendar year in each of the insurer’s territo-
ries; and

2. For every two newly insured automobiles which an
insurer voluntarily writes in each territory during each
calendar year period, issue a notice of intention not to
renew one additional automobile in that territory. For
the purpose of this subsection, “voluntarily writes” shall
not include any exposure voluntarily written by or as-
signed to an insurer to meet any quota established pursu-
ant to N.J.S.A. 17:30E-14 and N.J.S.A. 17:33B-11 and
shall not include any new business cancelled by the insur-
er pursuant to N.J.S.A. 17:29C-7.

(b) Any insurer that does not write its apportionment
share of any quota established by the Commissioner pursu-
ant to N.J.S.A. 17:30E-14 and N.J.S.A. 17:33B--11 within the
applicable time shall be precluded from nonrenewing auto-
mobile insurance policies pursuant to (a) above during the
following year.

(c) Nothing in this rule shall be construed to authorize
insurers to act in contravention of any applicable State or
Federal law prohibiting discrimination on impermissible bas-
es.

New Rule, R.1986 d.418, effective October 6, 1986.

See: 18 N.J.R. 1079(a), 18 N.J.R. 2039(a).

Emergency Adopted Repeal and New Rule, R.1990 d.626, effective
November 26, 1990, operative April 1, 1991 (expired January 25,
1991).

See: 22 N.JR. 3766(b).

Recodified from 11:3-8.4.

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991.

See: 22 NJ.R. 3766(a), 23 N.J.R. 507(a).

Provisions of emergency repeal and new rule, R.1990 d.626 readopt-
ed without change.

11:3-8.6 Suspension of nonrenewals

Notwithstanding the provisions of this subchapter, if the
plan for automobile insurance established pursuant to
N.J.S.A. 17:29D-1 is not accepting new applications for
coverage pursuant to N.J.S.A. 17:29D-1(d), no insurer
transacting automobile insurance in this State shall refuse to
renew any private passenger automobile insurance policy in
this State.

Emergency New Rule, R.1990 d.626, effective November 26, 1990,
operative April 1, 1991 (expired January 25, 1991).

See: 22 N.LR. 3766(b).

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991.

See: 22 N.J.R. 3766(a), 23 N.J.R. 507(a).
Provisions of emergency new rule readopted without change.

11:3-8.7 Reporting requirements

(a) Insurance companies shall maintain records of nonre-
newals for not less than five years which shall include a copy
of the notice of nonrenewal, data concerning the allowable
number of nonrenewais in each territory computed in accor-
dance with N.J.A.C. 11:3-8.5(a)1, and data concerning the
actual number of newly insured automobiles and nonrenew-
als in each territory for each category, computed in accor-
dance with N.J.A.C. 11:3-8.5(a)2. Such records and data
shall be made available to the Department upon request.
In addition, each insurer shall file summary reports of its
nonrenewals as follows:

1. For insurers with approved standard/non-standard
rating plans, in the form of report set forth as Exhibit A
of the Appendix incorporated herein by reference; or

2. For all other insurers, in the form of report set
forth as Exhibit B of the Appendix, incorporated herein
by reference.

(b) An insurer shall submit summary reports of their
nonrenewals for the year to date on or before February 15
and August 15 of each year to the following address:

New Jersey Department of Insurance

Division of Enforcement and Consumer Protection
20 West State Street

CN-329

Trenton, New Jersey 08625-0329

New Rule, R.1986 d.418, effective October 6, 1986.

See: 18 N.J.R. 1079(a), 18 N.J.R. 2039(a).

Emergency Repeal and New Rule, R.1990 d.626, effective November
26, 1990, operative April 1, 1991 (expired January 25, 1991).

See: 22 N.J.R. 3766(b).
Recodified from 11:3-8.5.

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991.

See: 22 N.J.R. 3766(a), 23 N.J.R. 507(a).
Provisions of emergency repeal and new rule, R.1990 d.626 readopt-

ed without change.

11:3-8.8 Separability

If any provision of this subchapter or its application to
any person or circumstances is held invalid, the remainder
of this subchapter and its application to other persons or
circumstances shall not be affected.

New Rule, R.1986 d.418, effective October 6, 1986.

See: 18 N.J.R. 1079(a), 18 N.J.R. 2039(a).

Recodified from 11:3-8.6 as part of Emergency Amendments filed as
R.1990 d.626, effective November 26, 1990, operative April 1, 1991.

See: 22 N.J.R. 3766(b).

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991,

See: 22 N.J.R. 3766(a), 23 N.J.R. 507(a).
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11:3-8.9 Penalties

(a) Any person violating the provisions of this subchapter
shall be subject to such penalties as may be authorized by
law.

(b) In addition to any such penalties, the Commissioner
may, after notice and hearing, suspend or revoke the rights
of any insurer or group of insurers under N.J.A.C. 11:3-8.4.

Supp. 10-16-95

New Rule, R.1986 d.418, effective October 6, 1986.

See: 18 N.J.R. 1079(a), 18 N.JL.R. 2039(a).

Recodified from 11:3-8.7 as part of Emergency Amendments filed as
R.1990 d.626, effective November 26, 1990, operative April 1, 1991.

See: 22 N.J.R. 3766(b).

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991.

See: 22 N.LR. 3766(a), 23 N.J.R. 507(a).
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11:3-8 App.

Insurer Group Name:

APPENDIX

EXHIBIT A

NONRENEWAL REPORT—".
Standard, Nonstandard Rating System

NAIC Group No.

Company Name:

NAIC Company No

(list all companies in
standard, nonstandard plan)

h @ 3 4)

Vehicles
Insured
12/33/—

Vehicles Vehicle N/R

Territory Cancelied by Insared

T

5

Vehicles N/R
for cawse
NJAC 11384

i6) (4]
Vehicles N/R Vehicles N/R
Underwriting 2% Rule

NJAC 1:384b0 NJAC 11:38.501

8 9) (10) (tn
SJUA
Vehicles N/R *Vehicles Depopulation)®  Vehicles
2:1 Rule Newly *Volustary  [nsured
NJAC 11:38.52)2  Inswred Market® Quota  -/-/

Column (2) shall be dated as of previous year.
Columns (3) through (11) shall contain information as of date in column (11).

No canceliation or nonrenewal shall be double counted by including it in more than one column.
Renewals within standard/nonstandard system are not 1o be reported as nonrencwals or cancellations.
Nonrenewals for underwriting (column 6) do not qualify for highest rated tier of standard/nonstandard plan.
Column (7) cannot be greater than .02 X column (2).

Report total only for column (10).

Column (1) shall be numbered in accordance with insurer's approved rating plan.

Column (11) equals column (2) plus column (9) minus columas (3), (4), (), (6), (7) and (8).
*Columns (4), (5), (6), (7) and (8) may be reported together as a single number for each territory, but if the insurer is eligible to do 2% or 2:1 nonrenewals, then the single number

reported cannot exceed the permissible total of 2% and 2:1 nonrenewals for that territory.*
*Docs not include a vehicle cancelled within the first 60 days.

Date Submitted

Emergency Repeal and New Rule filed as R.1990 d.626, effective
November 26, 1990, operative April 1, 1991 (expired January 25,

1991). See: 22 N.J.R. 3766(b).

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,

operative April 1, 1991.

change.
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See: 22 N.J.R. 3766(b), 23 N.J.R. 507(a).
Provisions of emergency repeal and new rule readopted without
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EXHIBIT B

NONRENEWAL REPORT—B
Individual Company

Company Name: _ NAIC Company No. \v /

U]

Territory

O 00 ~d O A B s s —

it 3 ) ] (0] M (8} 9 (}g)
*(JUA
Vehicles Vehicles N/R Vehicles N/R Vehicles N/R *Vehicles Depopulation)* Ve(idu
Insured  Vehicles Vehicle N/R for cause 2% Rule 31 Rule Newly *Voluntary Insured
12/31/— Cancelled by fnsured  NJAC, 11:384  NJAC 11388501 NJAC. 11:3850)2 Insared Market* Quota «J</

Column (1) shall be numbered in accordance with insurer’s approved rating plan.
Column (2) shall be dated as of previous year.
Columns (3) through (10) shall contain information as of date in column (10).

No cancellation or nonrenewal shali be double counted by including it in more than one column. .

Column (6) cannot be greater than .02 X column (2). )

éeron total only for column (9). N/
of

umn (10) equals columa (2) plus column (8) minus columns (3), (4). (5), (6) and (7).
*Columns (6).“25). (6), (7) and (8) may be reported together as a single number for each territory, but if the insuser is cligible to do 2% nonrenewals of 2:1 nonrenewals, then the

single number reported cannot exceed the permissible total of 2% and 2:1 nonrenewals for that territory.*

*Does not include a vehicle cancelled within the first 60 days.

Date Submitted

Emergency Repeal and New Rule filed as R.1990 d.626, effective See: 22 N.J.R. 3766(b), 23 N.J.R. 507(a).
November 26, 1990, operative April 1, 1991 (expired January 25, Provisions of emergency repeal and new rule readopted without
1991). See: 22 N.JR. 3766(b). change.

Adopted Concurrent Proposal, R.1991 d.89, effective January 25, 1991,
operative April 1, 1991.

o/
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11:3-10.2

SUBCHAPTER 9. RATING INFORMATION;
AUTOMOBILE INSURANCE ON PRIVATE
PASSENGER CARS

11:3-9.1 Rating information; private passenger cars;
automobile insurance

(a) Every automobile insurance policy subject to New
Jersey rates and providing coverage for an individually
owned (or jointly owned by husband and wife; or two or
more relatives resident of the household) private passenger
automobile and/or any motor vehicle rates as a private
passenger automobile shall be accompanied by rating infor-
mation applicable to the premium determination. Such
information must include the criteria pertaining to any
individual driver classification plan used by the company and
shall recite any rules that apply to the chargeability of
accidents and convictions.

(b) If the declaration page or extension certificate or
similar documents to the insured identifies the insured’s car
by a code, or other abbreviation, the rating information may
be supplied by a rating information form that interprets the
code number or abbreviation.

(c) Every company shall develop a rating information
format adapted to the classification system approved for and
used by the company in this State. Such format shall be
submitted to the Commissioner of Insurance for approval
initially within 30 days of the effective date of this regula-
tion, and subsequently within 15 days of any revision of the
classification system approved for the company. Filings of
the rating information format by a rating organization shall
be applicable to members and subscribers of such organiza-
tion unless such companies deviate from the rating organiza-
tion’s classification system.

(d) This regulation shall be effective August 31, 1973,
Use of approved forms will be required on all new and
renewal business with effective dates January 1, 1974 and
thereafter.

R.1983 d.206, effective August 31, 1973.
See: 5 N.J.R. 150(b), 5 N.J.R. 282(b).
Amended by R.1991 d.45, effective February 4, 1991.
See: 22 N.JR. 1678(a), 23 N.J.R. 306(b).
Deleted subsection (b) regarding New Jersey Automobile Insurance
Plan and recodified existing (c)-(e) as (b)-(d) with no change in text.

11:3-9.2 Private passenger automobile rating class;
revoked or suspended operator

Within the context of any private passenger automobile
classification rating system, an individual whose automobile
operator’s license is under revocation or suspension shall
not be considered an operator of the vehicle. In the event
such revocation or suspension terminates and the license is
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restored, premium adjustments reflecting such operator’s
rating criteria for the current policy period may be made on
a pro rata basis.

R.1975 d.130, eff. July 1, 1975.
See: 7 N.LR. 113(a), 7 N.J.R. 276(d).

SUBCHAPTER 10. AUTO PHYSICAL DAMAGE
CLAIMS

11:3-10.1 Scope

This subchapter applies to claims arising under motor
vehicle collision and comprehensive coverages.

Amended by R.1985 d.629, effective December 16, 1985.
See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a).
Section heading was Application.

Case Notes

Insurers’ activities in estimating repair costs held not an Antitrust Act
violation. Chick’s Auto Body v. State Farm Mutual Automobile Insur-
ance Co., 168 N.J.Super 68, 401 A.2d 722 (Law Div.1979), affirmed per
curiam 176 N.J.Super. 320, 423 A.2d 311 (App.Div.1980). :

11:3-10.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the con-
text clearly indicates otherwise:

“Actual cash value”, unless otherwise specifically defined
by law or policy, means the lesser of the amounts for which
the insured or the designated representative can reasonably
be expected to:

1. Repair the motor vehicle to its condition immedi-
ately prior to the loss; or

2. Replace the motor vehicle with a substantially simi-
lar vehicle. The amount shall include all moneys paid or
payable as sales taxes on the motor vehicle repaired or
replaced. This paragraph shall not be construed to pre-
vent an insurer from issuing a policy where the amount of
damages to be paid in the event of a total loss is a
specified dollar amount.

“Agreed price” or “figure” means the amount agreed to
by the insurer and the insured, or their representatives, as
the reasonable cost to replace the motor vehicle or to repair
damages to the motor vehicle resulting from the loss, with-
out considering any deductible or deductions.

“Designated representative” means a person designated
by the insured to represent the insured in negotiations with
the insurer in an attempt to settle the claim. The designat-
ed representative may be any person authorized by the
insured who may act legally in his or her behalf.
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“Motor vehicle” shall have the meaning ascribed in
N.JS.A. 39:1-1.

“Substantially similar vehicle” means a vehicle of the
same make, model, year and condition, including all major
options of the insured vehicle. Mileage must not exceed
that of the insured vehicle by more than 4,000 miles.
Mileage differences of more than 4,000 miles may, at the
option of the insured, be exchanged for the presence or
absence of options or a cash adjustment.

Amended by R.1985 d.629, effective December 16, 198S.
See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a).

Case Notes

Insurers’ activities in estimating repair costs held not an Antitrust Act
violation. Chick’s Auto Body v. State Farm Mutual Automobile Insur-
ance Co., 168 N.J.Super 68, 401 A.2d 722 (Law Div.1979), affirmed per
curiam 176 N.J.Super. 320, 423 A.2d 311 (App.Div.1980).

Measure of value applicable under policy’s theft coverage held to be
fair market value; insured, owner of modified vehicle, held entitled to
recover only the average market value of an ordinarily equipped
automobile of the same make, model and year. Titus v. West Ameri-
can Insurance co., 143 N.J.Super. 195, 362 A.2d 1236 (Law Div.1976).

11:3-10.3 Adjustment of partial losses

(a) If the insurer intends to exercise its right to inspect,
or cause to be inspected by an independent appraiser,
damages prior to repair, the insurer shall have seven work-
ing days following receipt of notice of loss to inspect the
insured’s damaged vehicle, which is available for inspection,
at a place and time reasonably convenient to the insured;
commence negotiations; and make a good faith offer of
settlement.

(b) Negotiations must be conducted in good faith, with
the basic goal of promptly arriving at an agreed price.
Early in negotiations, the insurer must inform and confirm
in writing to the insured or the insured’s designated repre-
sentative all deductions that will be made from the agreed
price, including the amount of applicable deductible.

(c) If the insurer inspects the damaged vehicle or causes
it to be inspected, the insurer shall promptly upon complet-
ing the inspection furnish the insured or the designated
representative of the insured with a detailed written esti-
mate of the cost of repairing the damage resulting from the
loss, specifying all appropriate deductions.

(d) No insurer shall negotiate the settlement of any physi-
cal damage claim involving an automobile as defined at
N.J.S.A. 39:13-1b with an unlicensed auto body repair facili-
ty or in any manner utilize an unlicensed facility in the
adjustment, negotiation or settlement of such a claim. It
shall be the responsibility of the insurer to make a reason-
able and diligent effort to determine whether the facility is
properly licensed.

Supp. 10-16-95

(e) Subject to the requirements of (d) above, the insured
may use any repair facility of his or her own choice. The
insured’s selection of facilities may be made upon entering
into a contract for insurance by affirmatively accepting
optional policy provisions that provide that only certain
specified facilities will be used for automobile repairs, and a
selection so made is binding on the insured. With respect
to automobile damage claims, the insurer shall notify in
writing any insured who elects to use his or her own repair
facility that, pursuant to law, any entity engaged in the
business of auto body repairs must be duly licensed. The
notice shall further advise the insured that the insurer is
prohibited by law from negotiating, adjusting or settling an
automobile damage claim with an unlicensed facility. The
written notice shall be furnished at the time of acknowledg-
ment of the claim as provided at N.J.A.C. 11:2-17.6 or upon
the furnishing of its written estimate, as specified at (c)
above, whichever is sooner. The insurer must make all
reasonable efforts to obtain an agreed price with the facility
selected by the insured. The insurer may recommend, and
if the insured requests, must recommend a qualified repair
facility at a location reasonably convenient to the insured
motor vehicle who will repair the damaged motor vehicle at
the insurer’s estimated cost of repairs, but in either event
the provisions of (g) below apply.

(f) All estimates, including revisions and adjustments,
prepared by any repair facility, estimator or appraiser must
be included in each claim file.

(g) If the insured’s vehicle is repaired at a repair facility
whose name is furnished by the insurer under (e) above for
a sum estimated by the insurer as the reasonable cost to
repair the vehicle the insurer:

1. Shall select a repair facility that issues written
guarantees that any work performed in repairing damaged
vehicles meets generally accepted standards for safe and
proper repairs;

2. Shall cause the damaged vehicle to be restored to
the condition it was in prior to the loss, at no additional
cost to the insured and within a reasonable time, if the
repair facility does not repair the damaged vehicle in
accordance with generally accepted standards for a safe
and proper repair.

(h) Whenever an insurer elects to repair its insured’s
vehicle, that is, physically take the vehicle and have it
repaired, the election must be in writing addressed to the
insured and contain a reasonable estimate of the time
period within which the vehicle will be repaired. The
insurer shall guarantee, in writing, that the work performed
meets generally accepted standards for safe and proper
repairs.
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(i) Deductions for betterment and depreciation are per-
mitted only for parts normally subject to repair and replace-
ment during the useful life of the insured motor vehicle.
Deductions for betterment and depreciation shall be limited
to the lesser of an amount equal to the proportion that the
expired life of the part to be repaired or replaced bears to
the normal useful life of that part, or the amount by which
the resale value of the vehicle is increased by the repair or
replacement. Calculations for betterment, depreciation and
normal useful life must be included in the insurer’s claim
file.

(j) Deductions for previous damage or prior condition of
the vehicle must be measurable, discernible, itemized and
specific as to the dollar amount, and those deductions must
be included in the insurer’s claim file. The deductions shall
be limited to the amount by which the resale value of the
motor vehicle is increased by the estimation of the previous
damage or the correction of the prior condition.

(k) The insurer must mail or hand deliver to the insured
or the designated representative its proof of loss or payment
within five working days after the insured has accepted the
insurer’s offer.

(!) The insured shall have the right to receive the pro-
ceeds of any settlement. The insurer may not insist on
making settlement proceeds jointly payable to the insured
and the repair facility, or payable to the repair facility only.
If the insured has exercised his or her right to accept the
optional policy provisions that provide that only certain
specified facilities will be used for automobile repairs, the
insurer may pay settlement proceeds directly to the repair
facility.

(m) The insured may elect to have the insurer pay the
repair facility directly in order to expedite recovery of the
motor vehicle. The insured must make this election in
writing.

Amended by R.1985 d.629, effective December 16, 1985.
See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a).
Substituted “the insurer” for “it”.
Amended by R.1987 d.249, effective June 15, 1987.
See: 18 N.J.R. 2415(a), 19 N.J.R. 1096(a).
Substantially amended.
Amended by R.1995 d.471, effective August 21, 1995 (operative Janu-
ary 1, 1996).
See: 27 N.J.R. 437(a), 27 N.J.R. 3172(a).
In (e) allowed limitation of insured’s choice of repair facilities as
optional part of insurance contract and in (/) allowed payment directly
to repair facility under such contract.

Case Notes

Insurers’ activities in estimating repair costs held not an Antitrust Act
violation. Chick’s Auto Body v. State Farm Mutual Automobile Insur-
ance Co., 168 N.J.Super. 68, 401 A.2d 722 (Law Div.1979), affirmed per
curiam 176 N.J.Super. 320, 423 A.2d 311 (App.Div.1980).
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11:3-10.4 Adjustment of total losses

(a) If the insurer elects to make a cash settlement, it must
bear in mind at all times that the insured’s position is that of
a retail consumer and the settlement value arrived at must
be reasonable and fair for a person in that position. If the
insurer elects to make a cash settlement, its offer, subject to
applicable deductions, must be one of the following plus
applicable sales tax:

1. The average of the retail value for a substantially
similar motor vehicle as listed in the current editions of
the two valuation manuals approved by the Commission-
er.

i. The average figure arrived at may be reduced by
considering all factors, including but not limited to
mileage tables and presence or absence of extras.

ii. If the destroyed vehicle included an option which
is listed in one manual but not in the other, the value of
the option shall not be averaged. The insured shall
receive full value for the option by carrying over the
amount listed to the other manual. The option carry-
over shall apply only in those instances where the
option has not been considered by the used vehicle
guide either as a separate item or included in the
vehicle’s base value.

ili. Manuals approved for use on and after January
1, 1976, are the “Redbook”, published by National
Market Reports, Inc., and the “N.A.D.A. Official Used
Car Guide”, published by the National Automobile
Dealers Association Used Car Guide Company. The
use of any other manuals may be approved by the
Commissioner upon demonstration of need, suitability
and accuracy.

2. A quotation obtained by the insurer for a substan-
tially similar motor vehicle, obtained from a dealer or
individual located within a reasonable distance from the
principal place of garagement of the insured vehicle. The
insured must be able to purchase the substantially similar
vehicle at the quoted location for the insurer’s cash offer
plus applicable deductions.

3. If it is not possible to value the damaged vehicle by
using alternative methods, paragraphs 1 or 2 of this
subsection, the insurer must determine the retail value by
the best available method and must fully explain in writ-
ing to the insured how its offer was calculated.

(b) If the insurer elects to replace the vehicle, the re-
placement vehicle must be an immediately available, sub-
stantially similar vehicle that is both furnished and paid for
by the insurer, subject to the deductible, if any, and includ-
ing applicable sales tax.

(c) If the insured vehicle is a private passenger automo-
bile of the current model year, meaning that the vehicle has
not been superseded in the market place by an officially
introduced succeeding model, the insurer shall utilize one of
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the following methods in the settlement of the loss, unless
the utilization of (a) or (b) above is more favorable to the
consumer.

1. Either the insurer shall pay the insured an amount
equal to the reasonable purchase price on the date of the
loss of a new identical vehicle, less any applicable deduct-
ible and an allowance for depreciation in accordance with
the schedule below; or

2. The insurer shall provide the insured with a new
identical replacement vehicle charging the insured for any
applicable deductible and for depreciation in accordance
with the schedule below:

Depreciation Schedule

Purchase Price Depreciation per mile

Up to § 6,500 $0.10
$ 6,501-$ 8,000 0.12

8,001- 10,000 0.15
10,001- 12,000 0.18
12,001~ 15,000 0.21
15,001~ 20,000 0.25
More than $20,000 0.29

(d) In the event of a total loss, any parts of the insured
vehicle included in its valuation which are removed by the
insured or the designated representative shall have their
value deducted from the final settlement figure. This sec-
tion shall not be construed to grant a right of removal.

(e) The following provisions of N.J.A.C. 11:3-10.3 also
shall apply to the adjustment of total losses, except that the
insurer shall have a total of 14 working days to comply with
the requirements of subsections (a), (b), (c), (h), (i), (j) and
(k) of NJ.A.C. 11:3-10.3.

(f) This section does not prohibit an insurer from issuing
a stated value policy insuring against physical damage where
the amount of damages to be paid in the event of a total
loss is a specified dollar amount.

(g) If the vehicle is a total loss, the insurer may require
that the insured transfer ownership of the vehicle to recoup
salvage as a condition of settlement.

As amended, R.1976 d.371, eff. November 22, 1976.
See: 8 NJ.R. 481(b), 8 N.J.R. 559(c).
Amended by R.1985 d.629, effective December 16, 1985.
See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a).

(a)lii added; new depreciation schedule.
Administrative correction to (e).
See: 21 N.J.R. 3173(b).
Amended by R.1987 d.249, effective June 15, 1987.
See: 18 N.J.R. 2415(a), 19 N.J.R. 1096(a).

Substantially amended.

Case Notes

Compilation of used vehicle valuations did not automatically fall into
public domain and lose its copyright protection. CCC Information
Services, Inc. v. Maclean Hunter Market Reports, Inc, C.A.2
(Conn.)1994, 44 F.3d 61, 33 U.S.P.Q.2d 1183, petition for certiorari
filed.
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11:3-10,5 Unreasonable delay

(a) Unless a clear justification exists, physical damage
claims will have a maximum payment period of 30 calendar
days. A payment period is the period between the date of
the receipt of the notice of loss by the insurer, and:

1. The date the settlement check is mailed; or

2. The date on which the damaged vehicle is returned
to use when the insurer elects to repair or have repaired
the insured vehicle; or

3. The date on which the damaged vehicle is replaced
by the insurer.

(b) If any element of a physical damage claim remains
unresolved more than 30 calendar days from the date of
receipt of notice of loss by the insurer, the insurer shall
provide the insured with a written explanation of the specific
reasons for delay in the claim settlement. An updated
letter of explanation shall be sent again every 30 calendar
days thereafter until all elements of claim are either hon-
ored or rejected.

(c) Any letter of explanation, rejection or acceptance of
any element of a claim shall contain in the upper right hand
corner the date of receipt of notice of loss by the insurer
and be identified as such. The letter shall also contain the
identity and claim processing address of the insurer, and the
insured’s policy number and claim number.

(d) A copy of the second update letter sent 60 days after
the date of receipt of notice of loss, and all thereafter sent
to any New Jersey insured, shall be mailed simultaneously to
the insured and the Division of Enforcement and Consumer
Protection, 20 West State Street, CN 325, Trenton, New
Jersey 08625.

Amended by R.1985 d.629, effective December 16, 1985.
See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a).
Substituted “Marketplace Regulation and Consumer Assistance Divi-
sion” for “Consumer Services Division™.
Amended by R.1991 d.45, effective February 4, 1991.
See: 22 N.J.R. 1678(a), 23 N.J.R. 306(b).
In (d): revised address.

Law Review and Journal Commentaries

Damages—First Party Claims—Insurance. Judith Nallin, 133

N.J.LJ. No. 12, 65 (1993).

Case Notes

Insurer owes duty of good faith to insured in processing first-party
claim. Pickett v. Lloyd’s, 131 N.J. 457, 621 A.2d 445 (1993).

Cause of action exists for insured’s bad-faith refusal to pay first-party
claims. Pickett v. Lloyd’s, 131 N.J. 457, 621 A.2d 445 (1993).

Insured who did not submit proof of loss until loss of seniority was
not barred from recovery against insurer. Pickett v. Lloyds, 252
N.J.Super. 477, 600 A.2d 148 (A.D.1991), certification granted 127 N.J.
563, 606 A.2d 373, affirmed 131 N.J. 457, 621 A.2d 445.
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Finding that insurer and agent breached duty of fair dealing by
failing to timely pay claim was supported by the evidence. Pickett v.
Lloyds, 252 N.J.Super. 477, 600 A.2d 148 (A.D.1991), certification
granted 127 N.J. 563, 606 A.2d 373, affirmed 131 N.J. 457, 621 A.2d
445.

Insured could to recover for lost income as result of insurer’s delay in
paying claim. Pickett v. Lloyds, 252 N.J.Super. 477, 600 A.2d 148
(A.D.1991), certification granted 127 N.J. 563, 606 A.2d 373, affirmed
131 N.J. 457, 621 A.2d 445.

Insured acted reasonably in not reading proof of loss form. Pickett
v. Lloyds, 252 N.J.Super. 477, 600 A.2d 148 (A.D.1991), certification
granted 127 N.J. 563, 606 A.2d 373, affirmed 131 N.J. 457, 621 A.2d
445. .

11:3-10.6 Loss of use

In the event of the theft of the entire vehicle the insurer
at the time of notification shall advise the insured of his or
her right under the policy to be reimbursed for transporta-
tion expenses. The notification must be confirmed in writ-
ing immediately after receipt of notice of theft. All condi-

tions and benefits related to this coverage as stated in the
policy must be contained in the notification to the insured.

Amended by R.1985 d.629, effective December 16, 1985.
See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a).
Deleted “it shall be the duty of”.

11:3-10.7 Subrogation agreements

(a) If an insured has received payment under his or her
physical damage coverage that is subject to a deductible, the
insured shall share, pro rata, with the insurer any net
recovery received by the insurer from third parties.

(b) Net recovery shall be the total recovery less the
insurer’s allocated loss adjustment expenses attributable to
such recovery. The formula for computing net recovery and
the insured’s share of recovery of the deductible may be
stated as follows:

1. Total recovery - Allocated loss adjustment expenses = Net re-

covery.
Deductible
Total loss

X Net recovery = Insured’s Share of recovery.

2. Application of formula: Assume a loss of $500.00 subject to a
$100.00 deductible with $50.00 in allocated loss adjustment expenses:
i. If there is full recovery of $500.00: computation of net recovery:
$500.00 - $50.00 = $450.00
Computation of insured’s share of recovery:

$100.00
$500.00

X $450.00 = $90.00

ii. If there is a partial recovery of $300.00: computation of new
recovery: $300.00 - $50.00 = $250.00
Computation of insured’s share of recovery:

$100.00

$500.00

(c) Unless the insurer returns its insured’s full deductible

the insured shall attempt to effect full recovery in clear

liability cases and shall not enter into any intercompany

agreements that provide for the acceptance of lesser
amounts on a formula basis.

(d) If an insurer has paid a physical damage claim that is
subject to a deductible and it elects not to pursue its
subrogation claim where the probability of recovery exists,
the insurer shall so notify its insured in writing within 60
calendar days after it has paid the claim, except that the
notification shall be given at least 30 days prior to the
running of any applicable statute of limitations or period
required for notice of claim. If an insurer does not notify
its insured within the time periods prescribed above and the
statue of limitations or period required for notice or claim
has expired, the insurer shall forthwith remit to its insured
the full amount of the insured’s deductible.

Amended by R.1985 d.629, effective December 16, 1985.
See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a).
Substituted “the insured” for “it”.
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X $250.00 = $50.00

11:3-10.8 Repair estimates

If the insurer requires that its insured obtain more than
one estimate of motor vehicle damage, the reasonable cost
of such additional estimates, if any, shall be borne by the
insurer unless the estimator does the work.

11:3-10.9 Referral of insured to the at-fault party

There shall be no attempt to discourage an insured from
filing a physical damage claim, nor shall an insurer encour-
age its insured to assert a claim against a third party in lieu
of filing a physical damage claim under the insured’s policy.

11:3-10.10 Examinations by the New Jersey Insurance
Department

To ensure compliance with this rule, the Department of
Insurance personnel will investigate the market performance
of insurers. To enable department personnel to reconstruct
an insurer’s activities pursuant to the provisions of this rule,
each insurer must maintain a complete file on each claim
settled pursuant to this rule. The claim file shall contain all
communications, transactions, notes and work papers relat-
ing to the claim. With respect to automobile damage
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claims, the file also shall include the name, address, tele-
phone number and license number of any auto body repair
facility that has been utilized by the insurer in the adjust-
ment of the loss or repair of the automobile. All papers in
the file must be accurately dated by the insurer.

Amended by R.1985 d.629, effective December 16, 1985.
See: 16 NJ.R. 3170(a), 17 N.J.R. 2988(a).
“Rule” substituted for “regulation”.
Amended by R.1987 d.249, effective June 15, 1987.
See: 18 N.LR. 2415(a), 19 N.J.R. 1096(a).
Added text “With respect to ... of the automobile.”

Case Notes

Insurers’ activities in estimating repair costs held not an Antitrust Act
violation. Chick’s Auto Body v. State Farm Mutual Automobile Insur-
ance Co., 168 N.J.Super 68, 401 A.2d 722 (Law Div.1979), affirmed per
curiam 176 N.J.Super. 320, 423 A.2d 311 (App.Div.1980).

SUBCHAPTER 11. MOPED INSURANCE

11:3-11.1 Required coverages for mopeds

(a) No policy insuring against loss resulting from liability
imposed by law for bodily injury, death and property dam-
age sustained by any person arising out of the ownership,
operation or use of a motorized bicycle as defined in
N.J.S.A. 39:1-1, as amended, shall be issued in the State to
the owner (or parent or guardian of an owner under 18
years of age) of any motorized bicycle principally garaged or
operated in this State unless it includes coverage for the
owner and operator in the following minimum amounts or
limits.

i. Bodily injury;

i. An amount or limit of $15,000, exclusive of inter-
est and costs, on account of injury to, or death of, one
person, in any one accident; and

ii. An amount or limit, subject to such limit for any
one person so injured or killed, of $30,000, exclusive of
interest and costs, on account of injury to or death of
more than one person, in any one accident.

2. Property damage: An amount or limit of $5,000 in
the aggregate for damage to property of others resulting
from one accident.

(b) Every liability insurance policy as described in (a)
above, issued or renewed on or after the operative date of
this subsection, shall provide personal injury protection cov-
erage benefits, in accordance with N.J.S.A. 39:6A-4, to
pedestrians who sustain bodily injury in this State caused by
the named insured’s motorized bicycle or caused by bein,
struck by or from the motorized bicycle. 5

Supp. 10-16-95

1. Every rating organization and insurer making its
own rates for policies covering motorized bicycles shall

submit to the Commissioner of Insurance filings of rules, -

rates and forms within 30 days of the effective date of this
subsection.

(c) Every business entity or individual owner who rents
motorized bicycles shall maintain liability insurance cover-
age pursuant to P.L. 1977, chapter 267, in the minimum
amounts or limits set forth in subsection (a) of this section.

(d) Any such coverages as described in subsections (a),
(b) and (c) above shall describe the make and model, piston
displacement, and serial number (VIN) of each motorized
bicycle insured. This information shall also constitute the
description of vehicle required on insurance identification
cards, and NJA.C. 11:3-5.1 through 6.4 shall apply to
moped coverage except where the language is clearly inap-
propriate.

(e) The policy period for the coverages described in
subsection (a) of this section shall commence at 12:01 A.M.
of the effective date shown in the policy declaration page,
unless expressly set forth in the policy or in a binder or
other contracts for temporary insurance.

(f) Any insurer authorized to write motor vehicle cover-
age may write moped coverage.

R.1978 d.12, eff. January 19, 1978.

See: 9 N.J.R. 585(c), 10 N.J.R. 69(c).

Amended by R.1985 d.72, effective February 19, 1985 (operative April
22, 1985).

See: 16 N.J.R. 3285(a), 17 N.J.R. 458(c).
(b) added; old (b)-(d) recodified to (c)-(e).

SUBCHAPTER 12. AUTOMOBILE RATE FILERS:
FLATTENING OF PREMIUM TAXES AND
ASSESSMENTS MADE FOR THE
UNSATISFIED CLAIM AND JUDGMENT
FUND

Authority
NJ.S.A. 17:1-8.1, 17:1C-6(e) and the New Jersey Automobile
Insurance Reform Act of 1982, P.L. 1983, ¢.65, N.J.S.A.
17:29A-33 et seq.

Source and Effective Date
R.1983 d.424, eff. October 3, 1983.
See: 15 N.J.R. 1170(a), 15 N.J.R. 1666(a).

11:3-12.1 Purpose

The New Jersey Automobile Insurance Reform Act of
1982 (P.L. 1983, ¢.65, N.J.S.A. 17:29A-33 et seq.) requires
that each insurer calculate and collect, on a flat and uniform
basis per insured automobile statewide, the taxes which are
paid pursuant to N.J.S.A. 54:18A-1 et seq. and certain
assessments made pursuant to N.J.S.A. 39:6-64, 66 and 67.
This subchapter provides rules for the implementation of
these requirements.
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11:3-12.2 Scope

(a) This subchapter applies to every insurer authorized to
transact the business of automobile insurance in the State
and every rating organization engaged in the business of
rate-making for such insurers.

(b) The provisions of this subchapter are not intended to
supersede or amend any other law or regulation.

11:3-12.3 Definitions

The following words and terms, when used in this sub-
chapter, shall have the foliowing meaning unless the context
clearly indicates otherwise.

“Assessments” mean any assessment to be made pursuant
to NJ.S.A. 39:6-64, 66 and 67, excluding assessments made
to reimburse a filer for medical benefits payable under
N.J.S.A. 39:6A-4 in excess of $75,000.

“Commissioner” means the Commissioner of Insurance.

“Filer” means a rating organization or any insurer making
its own rates.

“Insurer” means any person or persons, corporation, asso-
ciation, partnership, or company authorized by the laws of
this State to transact the business of insurance in this State.

“Rating organization” means every person or persoms,
corporation, partnership, company, society, or association
engaged in the business of rate-making for two or more
insurers. :

“Taxes” mean those taxes required to be paid pursuant to
N.J.S.A. 54:18A-1 et seq.

11:3-12.4 Tax and assessment fees; general provisions

(a) Pursuant to N.J.S.A. 17:29A-33 et seq., each automo-
bile filer shall calculate and collect taxes and assessments for
its insureds on a flat uniform fee basis per insured automo-
bile statewide.

1. The flat and uniform fee per insured automobile
required in (a) above shall be included in all new or
renewal automobile policies issued on or after January 1,
1984.

(b) The fee shall be charged on any additional automo-
bile which is acquired during the policy period. The
amount of the fee shall be proportional to the remainder of
the policy term.

(c) In the event of the cancellation of the policy or the
deletion of the automobile from a policy, the fee shall be
refunded in proportion to the earned premium for the
period that the policy or coverage on the deleted automo-
bile was in force.
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11:3-12.5 Filing and reporting requirements

(a) Each automobile shall submit to the commissioner for
approval a rate filing designed to place the premium struc-
ture of the filer in compliance with the requirements of the
New Jersey Automobile Insurance Reform Act of 1982 and
this subchapter.

1. The rate filing submitted to the Commissioner shall
include the uniform tax and assessment fee to be used by
the filer.

2. Each filer shall submit to the Commissioner for
approval any alteration, amendment or supplement to the
rate filing specified in (a) above.

(b) Within 30 days of the effective date of this subchap-
ter, every automobile filer shall submit to the Commissioner
for approval the rate filing specified in (a) above including
the uniform tax assessment fee to be used by the filer in the
calendar year commencing January 1, 1984.

(c) All filings required to be submitted pursuant to this
subchapter shall be prepared in accordance with insurance
faws and regulations including applicable provisions of
NJS.A. 17:29A-1 et seq. and NJ.A.C. 11:1-2 and the
Department’s existing filing procedures.

(d) The filing of a rating organization shall be applicable
to the members and subscribers of the organization.

1. Members or subscribers may submit to the Com-
missioner for approval a separate filing which deviates
from the rating organization’s filing. Such filings shall be
prepared and submitted in accordance with the require-
ments of this subchapter.

(e) The Commissioner may require the filing of such
additional date or information as he deems necessary to
implement the provisions of this subchapter, including, but
not limited to, premium information on miscellaneous cov-
erages such as rental reimbursement, additional personal
injury protection and underinsured motorists as well as
excess limits premiums for bodily injury and property dam-
age liability coverages.

SUBCHAPTER 13. AUTOMOBILE RATE FILERS:
DEDUCTIBLES FOR PRIVATE PASSENGER
AUTOMOBILE COLLISION AND
COMPREHENSIVE COVERAGES

Authority

N.J.S.A. 17:1-8.1, 17:1C-6(e) and the New Jersey Automobile Insur-
ance Reform Act of 1982.
P.1.1983, c. 65, N.J.S.A. 17:29A-33 et seq., specifically 17:29A~39.
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Source and Effective Date

R.1983 d.467, eff. October 17, 1983.
See: 15 N.J.R. 1342(a), 15 N.J.R. 1769(b).
This rule was originally adopted on an emergency
basis, see 15 N.J.R. 1961(a).

Public Notice: Rescission of Circular Letter # 75.
See: 19 N.ILR. 570(e).

11:3-13.1 Purpose

(a) The New Jersey Automobile Insurance Reform Act of
1982, as amended (P.L. 1983, ¢.65, P.L. 1983, ¢.359, N.J.S.A.
17:29A-39) requires that each insurer offer a range of
deductibles up to at least $2,000 for private passenger
automobile collision and comprehensive coverages. This
subchapter provides rules for the implementation of this
requirement.

As amended, R.1984 d.3, effective January 4, 1984. Originally filed as
an emergency amendment R.1983 d.537.
See: 15 N.JLR. 1961(a), 16 N.J.R. 246(c).
Range of deductibles increased to $2,000; coinsurance options add-
ed.
Amended by R.1987 d.142, effective March 16, 1987.
See: 19 N.LR. 46(a), 19 N.JL.R. 455(a).
Deleted (a)l1 through i.

11:3-13.2 Scope

This subchapter applies to every insurer authorized to
transact the business of automobile insurance in this State
and every rating organization engaged in the business of
rate-making for such insurers.

Case Notes

Insured had no right to jury trial in action seeking personal injury
protection benefits from insurer. Manetti v. Prudential Property and
Casualty Insurance Co., 196 N.J.Super. 317, 482 A.2d 520 (App.Div.
1984).

11:3-13.3 Deductibles for private passenger automobile
collision and comprehensive coverages

(a) Paragraphs 1 and 2 below set forth the minimum
schedules of deductibles for private passenger automobile
collision and comprehensive coverages which each insurer
shall offer, effective January 1, 1984, pursuant to N.J.S.A.
17:29A-39.

1. Deductibles for collision coverage:

$100.00 $1,000.00
$150.00 $1,500.00
$250.00 $2,000.00
$500.00

i. An insurer may offer a $200.00 collision deduct-
ible in lieu of, or in addition to, the $250.00 deductible
contained in (a)l above.

2. Deductibles for comprehensive coverage:

Supp. 10-16-95

$ 50.00 $ 500.00
$100.00 $1,000.00
$150.00 $1,500.00
$250.00 $2,000.00

i. An insurer may offer a $200.00 comprehensive
deductible in lieu of, or in addition to, the $250.00
" deductible contained in (a)2 above.

(b) In addition to the required schedules in (a) above, an
insurer may offer other intermediary ranges of deductibles
as well as deductibles which are in excess of $2,000.

1. The offering of such intermediary and additional
deductibles shall be subject to the Commissioner’s ap-
proval as set forth in N.J.A.C. 11:3-13.4.

(c) Insurers may offer actual case value comprehensive
coverage.

As amended, R.1984 d.3, effective January 4, 1984. Originally filed as
an emergency amendment R.1983 d.537.

See: 15 N.J.R. 1961(a), 16 N.J.R. 246(c).
Deductibles of $1,500.00 and $2,000.00 added.

Amended by R.1987 d.142, effective March 16, 1987.

See: 19 N.J.R. 46(a), 19 N.J.R. 455(a).

11:3-13.4 Filing and reporting requirements

(a) Within 30 days of the effective date of this subchap-
ter, every automobile filer shall submit to the Commissioner
for approval filings of rates or manual rules which provide at
least the minimum schedules of deductibles set forth at
N.J.A.C. 11:3-13.3(a).

(b) All filings of collision and comprehensive deductibles
and all changes and amendments thereto, shall be prepared
in accordance with insurance laws and regulations, including
the applicable provisions of N.J.S.A. 17:29A-1 et seq. and
N.J.LA.C. 11:1-2 and the Department’s existing filing proce-
dures.

(c¢) The filing of a rating organization shall be applicable
to the members and subscribers of the organization who
have authorized the organization to file on their behalf.

1. Members or subscribers may submit to the Com-
missioner for approval a separate filing which deviates
from the rating organization’s filing. Such filings shall be
prepared and submitted in accordance with the require-
ments of this subchapter.

As amended, R.1984 d.3, eff. January 4, 1984. Originally filed as an

emergency amendment R.1983 d.537.

See: 15 N.J.R. 1961(a), 16 N.J.R. 246(c).

The text of 13.4 was recodified to this cite and amended to reference
coinsurance options.

Amended by R.1987 d.142, effective March 16, 1987.
See: 19 N.J.R. 46(a), 19 N.J.R. 455(a).

This section was recodified from section 5. The old section 4
“Coinsurance options applicable separately to private passenger auto-
mobile collision and comprehensive coverages” was originally filed as
an emergency amendment as R.1983 d.537 and was readopted effective
January 4, 1984 as R.1984 d.3.
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11:3-13.5 (Reserved)

As amended, R.1984 d.3, effective January 4, 1984. Originally filed as
an emergency amendment R.1983 d.537.
See: 15 N.J.R. 1961(a), 16 N.J.R. 246(c).
The text at this cite was recodified from 13.5.
Amended by R.1987 d.142, effective March 16, 1987.
See: 19 N.J.R. 46(a), 19 N.J.R. 455(a).
Recodified from 13.6.
Repealed by R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).
Section was “notice requirements”.

SUBCHAPTER 14. PERSONAL INJURY
PROTECTION OPTIONS

Public Notice: Rescission of Circular #75.
See: 19 N.J.R. 570(e).

11:3-14.1 Purpose

The New Jersey Automobile Insurance Freedom of
Choice and Cost Containment Act of 1984 (P.L. 1983,
¢.362) requires each automobile insurer offering personal
injury protection coverage to provide, at appropriately re-
duced premiums, optional deductibles and/or exclusions.
This subchapter establishes rules for the implementation of
these requirements.

Amended by R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).

Substituted “appropriately” for “approximately” and deleted “set-
offs”.

11:3-14.2 Scope

This subchapter applies to every insurer, including any
residual market mechanism created by any New Jersey
statute, authorized to transact the business of automobile
insurance in this State.

-Amended by R.1990 d.580, effective November 19, 1990 (operative

January 1, 1991). «

See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).

Amended to extend the applicability of the subchapter to all residual
market mechanisms created by New Jersey statutory law consistent with
the provisions of the Fair Automobile Insurance Reform Act of 1990
creating certain residual market mechanisms and eliminating, over time,
the New Jersey Automobile Full Insurance Underwriting Association
(NJAFIUA) (see sections 34 and 88 of the Act), also amended to
delete reference to rating organizations pursuant to section 69 of the
Act.

11:3-14.3 Optional medical expense benefit deductibles for
personal injury protection coverage

(a) Effective December 3, 1983, each insurer must pro-
vide, at appropriately reduced premiums, the option to
select medical expense benefit deductibles of $500.00, $1,000
and $2,500 on all automobile policies which include personal
injury protection coverages.

(b) The medical expense deductibles shall apply on a per
accident basis.
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(c) A medical expense deductible elected by the named
insured shall apply only to the named insured and any
resident relative in the named insured’s household, who is
not a named insured under another automobile policy and
not to any other person eligible for personal injury protec-
tion benefits required to be provided in accordance with
N.J.S.A. 39:6A-4.

(d) The buyer’s guide and written notice specified in
N.JS.A. 39:6A-23 shall satisfy the requirements of this
subchapter.

(e) Premium credits calculated and represented as a per-
centage of the applicable premium shall be provided for
each deductible. The premium percentage shall be uniform
by filer on a statewide basis.

(f) Should an applicant or policyholder fail to elect a
deductible, the basic $250.00 deductible provided by
N.J.S.A. 39:6A-23 shall apply and an appropriate premium
shall be charged.

(g) The deductible option elected by the named insured
shall continue in force as to subsequent renewal or replace-
ment policies until the insurer or its authorized representa-
tive receives a properly executed written request to elimi-
nate or change the deductible.

As amended, R.1984 d.480, eff. November 5, 1984.
See: 16 N.J.R. 1692(a), 16 N.J.R. 3037(b).
Substantially amended (a)-(d).
Amended by R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).
Deleted (d); recodified (e)-(h) as (d)-(g) and substantially amended
(d) and (f).

Case Notes

Economically independent mother-in-law who resided with insured,
was not bound by insured’s cost containment options. Swydersky v.
Prudential Commercial Ins. Co., a Subsidiary of Prudential Ins. Co. of
America, 229 N.J.Super. 608, 552 A.2d 240 (L.1988), reversed 240
N.J.Super. 37, 572 A.2d 219, on remand 263 N.J.Super. 544, 623 A.2d
310.

11:3-14.4 Optional exclusion of income continuation
benefits, essential services benefits, death
benefits and funeral expense benefits

(a) Automobile insurers offering personal injury protec-
tion coverage shall, at an appropriate reduced premium,
provide the named insured the option to exclude all of the
following benefits from such coverage:

1. Income continuation benefits;
2. Essential services benefits;
3. Death benefits;

4. Funeral expense benefits.

(b) Election of the exclusion shall result in the elimina-
tion of all elements of personal injury protection coverage
except medical expense benefits.
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(¢) An exclusion elected by the named insured in accor-
dance with this subchapter shall apply only to the named
insured, and any resident relative in the named insured’s
household, who is not a named insured under another
automobile insurance policy but not to any other person
eligible for personal injury protection benefits to be provid-
ed in accordance with N.J.S.A. 39:6A-4.

(d) Additional personal injury protection coverage pursu-
ant to N.J.S.A. 39:6A-10 shall not be available to any
named insured selecting the exclusion or to any relative
resident in his household.

(e) No new automobile insurance policy shall be issued
on or after July 1, 1984 unless the option to exclude
personal injury protection benefits in accord with this sec-
tion is made available to the applicant. In the case of any
automobile policy expected to be in force on July 1, 1984,
the named insured shall be provided not later than May 15,
1984 with the opportunity to elect, effective July 1, 1984, the
personal injury protection coverage exclusion in accord with
this section. Any notice of renewal of an automobile
insurance policy with an effective date subsequent to July 1,
1984 shall be accompanied by a notice to the named insured
providing the opportunity to elect personal injury protection
coverage exclusion in accord with this subchapter.

() A premium credit calculated and represented as a
percentage of the applicable premium shall be provided for
the exclusion. The premium percentage shall be uniform by
filer on a statewide basis.

(g) The buyer’s guide and written notice specified in
section 17 of P.L. 1983, ¢.362 shall satisfy the requirements
of this subchapter.

(h) Should an applicant or named insured fail to elect the
exclusion, full personal injury protection coverage shall be
deemed to have been selected and an appropriate premium
shall be charged.

(i) The exclusion elected by a named insured shall contin-
ue in force as to subsequent renewal or replacement policies
until the insurer or its authorized representative receives a
properly executed written request for its elimination.

As amended, R.1984 d.480, eff. November 5, 1984.
See: 16 N.J.R. 1692(a), 16 N.J.R. 3037(b).
(c): added “household, who is ... insurance policy”.

11:3-14.5 Option to choose health care insurance coverage
as primary coverage

(a) Pursuant to N.J.S.A. 39:6A-4.3, for policies issued or -

renewed on or after January 1, 1991, an insurer shall
provide the option that other health insurance coverage or
benefits of the insured, including health care services pro-
vided by a health maintenance organization and any cover-
age or benefits provided under any Federal or State pro-
gram, are the primary coverage for medical expense benefits
for personal injury protection coverage; provided, however,
that this option shall not apply to any coverage or benefits
provided pursuant to Medicare or Medicaid.
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(b) The Coverage Selection Form (see N.J.A.C.
11:3-15.7) shall require insureds or prospective insureds to
identify the health insurer(s) providing primary personal
injury protection medical expense benefits. This identifica-
tion shall fulfill the requirement in N.J.S.A. 39:6A-4.3 that
named insureds provide proof that they and members of
their family residing in the household are covered by health
insurance coverage or benefits.

As amended, R.1984 d.480, eff. November 5, 1984.
See: 16 N.J.R. 1692(a), 16 N.J.R. 3037(b).

(b): added “who is not ... insurance policy”.
Repealed by R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).

This section was “Setoff option entitling an automobile insurer
paying PIP medical expense benefits to reimbursement under certain
conditions”.

New Rule, R.1990 d.580, effective November 19, 1990 (operative

January 1, 1991).

See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).

11:3-14.6 Refund or credit of unearned premium

Every automobile insurer offering personal injury protec-
tion coverage shall establish a fair, practicable and non-
discriminatory plan for the refund or application of credit of
any unearned premium resulting from the selection of any
deductible and/or exclusion option pursuant to this subchap-
ter.

Amended by R.1989 d.117, effective February 21, 1989.
See: 20 N.LR. 2984(a), 21 NJ.R. 558(b).
Deleted “setoff”.

11:3-14.7

(a) Every automobile filer shall submit to the Commis-
sioner for approval filings of rates or manual rules which
provide the optional medical expense benefit deductibles for
personal injury protection coverage.

Filing requirements

, (b) Within 30 days of the effective date of this subchap-
ter, every automobile filer shall submit to the Commissioner
for approval filings of rates or manual rules which provide
the optional exclusion from personal injury protection cover-
age of income continuation benefits, essential service bene-
fits, death benefits, and funeral expense benefits.

(c) All filings submitted for approval pursuant to this
subchapter, and all changes and amendments thereto, shall
be prepared in accordance with insurance laws and regula-
tions, including the applicable provisions of N.J.S.A.
17:29A-1 et seq. and N.J.A.C. 11:1-2 and the Department’s
existing filing procedures.

(d) The filing of a rating organization shall be applicable
to the members and subscribers of the organization who
have authorized the organization to file on their behalf.

Amended by R.1989 d.117, effective February 21, 1989.
See: 20 NJ.R. 2984(a), 21 N.J.R. 558(b).
Repealed (c) and recodified (d)-(e) as (¢)-(d).

3-52



AUTOMOBILE INSURANCE

11:3-15.4

11:3-14.8 Application of the option to choose health care
insurance coverage as the primary insurer

When an insured or prospective insured elects to have a
health insurer provide primary personal injury protection
medical expenses benefits, the medical expenses benefits
available to the insured under his or her automobile policy’s
personal injury protection provisions shall become a second-
ary benefits provider. The order of benefit determination
shall be in accordance with N.J.A.C. 11:3-37.

Emergency New Rule, R.1990 d.625, effective November 26, 1990
(expires January 25, 1991).
See: 22 N.J.R. 3777(a).
Adopted Concurrent Proposal, R.1991 d.90, effective January 25, 1991.
See: 23 N.LR. 3777(a), 23 N.J.R. 697(a).
Provisions of emergency new rule R.1990 d.625 readopted without
change.

SUBCHAPTER 15. STANDARDS FOR WRITTEN
NOTICE: BUYER’S GUIDE AND
COVERAGE SELECTION FORM

Public Notice: Rescission of Circular Letter # 75.
See: 19 N.J.R. 570(e).

11:3-15.1 Purpose

(a) N.J.S.A. 39:6A-23 requires the Commissioner of the
Department of Insurance to promulgate standards for the
written notice to be provided to applicants for automobile
insurance and to policyholders seeking renewal of coverage.
This written notice includes a Buyer’s Guide and a Coverage
Selection Form as required by N.J.S.A. 39:6A-23. This
subchapter implements this statutory requirement and estab-
lishes the necessary minimum standards insurance compa-
nies authorized to transact the business of private passenger
automobile insurance, including any residual market mecha-
nism created by any New Jersey statute, shall use in giving
notice of available coverages, options and rate credits.

(b) The purpose of the standards is to help consumers
understand the choices they will make. The standards
prescribe an attractive format and plain language describing
the choices in general, thereby encouraging consumers to
read the documents and to make informed choices about
the auto insurance coverages and options available to them.

New rule, R.1989 d.117, effective February 21, 1989.
See: 20 N.JR. 2984(a), 21 N.J.R. 558(b).
Old text was repealed.
Amended by R.1990 d.580, effective November 19, 1990 (operative
January 1, 1991).
See: 22 N.JR. 1681(a), 22 N.J.R. 3488(b).
Amended to delete references to the NJAFIUA and to substitute
therefor a general reference to residual market mechanisms created by
New Jersey statute consistent with “The Fair Automobile Insurance

“== Reform Act of 1990”, P.L. 1980 c.8.

3-53

11:3-15.2 Scope

This subchapter applies to every insurance company au-
thorized to transact the business of private passenger auto-
mobile insurance in this State and to any residual market
mechanism created by any New Jersey statute.

New rule, R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).

Old text was repealed. .
Amended by R.1990 d.580, effective November 19, 1990 (operative

January 1, 1991).

See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).

Amended to delete references to the NJAFIUA and to substitute
therefor a general reference to residual market mechanisms created by
New Jersey statute consistent with “The Fair Automobile Insurance
Reform Act of 1990, P.L. 1980 c.8.

11:3-15.3 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise.

“Department” means the Department of Insurance of the
State of New Jersey.

“Insurance company” means any person, corporation, as-
sociation, partnership, company and any other legal entity
issuing a contract of private passenger automobile insur-
ance, including any residual market mechanism established
pursuant to any New Jersey statute. As appropriate, “insur-
ance company” shall also mean a servicing carrier for a
residual market mechanism.

New rule, R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).
Repealed old rule, “effective date.”
Amended by R.1989 d.624, effective December 18, 1989 (operative
January 1, 1990).
See: 21 N.J.R. 3244(a), 21 N.J.R. 3922(a).
NJAFIUA added to definition of “insurance company”.
Amended by R.1990 d.580, effective November 19, 1990 (operative
January 1, 1991).
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).
Changed definition of “Insurance Company” for consistency with
“The Fair Automobile Insurance Reform Act of 1990”, P.L. 1990 c.8.

Case Notes

Insurer and agent were not liable in allegedly failing to inform
insured about higher levels of underinsured motorist coverage. Pinto v.
Garretson, 237 N.J.Super. 444, 568 A.2d 119 (A.D.1989).

Insured was not entitled to underinsured motorist benefits; insurance
carried by two vehicles which struck his was greater than the amount of
uninsured coverage which he could have obtained. Pinto v. Garretson,
237 N.J.Super. 444, 568 A.2d 119 (A.D.1989).

11:3-15.4 Compliance

Pursuant to N.J.S.A. 39:6A-23, as amended by P.L. 1988,
c.119, no new private passenger automobile insurance policy
or renewal shall be issued on or after January 1, 1989, unless
the application for the policy or renewal is accompanied by
a written notice which meets the minimum standards pre-
scribed in this subchapter.
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New rule, R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).
Repealed “General context of written notice”.

Case Notes

Insurance agent had no obligation to contact insureds to provide
explanation of notice provided by insurance carrier. Bruce v. James P.
MacLean Firm, 238 N.J.Super. 501, 570 A.2d 49 (L.1989), affirmed 238
N.J.Super. 408, 570 A.2d 1.

“Notice of coverage” provisions imposed duty on carrier to prove
only that it mass mailed requisite materials concerning optional cover-
age to its insureds. Bruce v. James P. MacLean Firm, 238 N.J.Super.
501, 570 A.2d 49 (L.1989), affirmed 238 N.J.Super. 408, 570 A.2d 1.

11:3-15.5 Content of written notice; receipt by public

(a) The written notice shall include the New Jersey Auto
Insurance Buyer’s Guide and the Coverage Selection Form
as they appear in this subchapter.

(b) Each named insured of an automobile insurance poli-
cy shall receive a Buyer’s Guide and a Coverage Selection
Form:

1. When application is made for a new policy;
2. As part of a notice of renewal; and

3. When mid-term changes are requested which re-
quire the use of a Coverage Selection Form (see N.J.A.C.
11:3-15.9).

(c) The Coverage Selection Form shall be used in accor-
dance with the requirements of N.J.A.C. 11:3-15.9.

New rule, R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).

Repealed “General content of buyer’s guide”.

Amended by R.1989 d.624, effective December 18, 1989 (operative

January 1, 1990).

See: 21 N.JL.R. 3244(a), 21 N.J.R. 3922(a).

(c) deleted.

Amended by R.1990 d.580, effective November 19, 1990 (operative

January 1, 1991).

See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b).

Amended to clarify when a Buyer’s Guide and Coverage Selection
Form are required to be received by the public, and, for convenience to
the reader, to reference the rules concerning the use of the Coverage
Selection Form (see section 13 of the “Fair Automobile Insurance
Reform Act of 1990”).

Case Notes

Insured could not have jury trial in reformation action for agent’s
failure to inform insured of available underinsured motorist coverage.
Weinisch v. Sawyer, 123 N.J. 333, 587 A.2d 615 (1991).

Direct writing insurer was not responsible for insured’s inadequate
underinsured motorist (UIM) coverage. Andriani v. New Jersey Mfrs.
Ins. Co., 245 N.J.Super. 252, 584 A.2d 875 (A.D.1991), certification
denied 126 N.J. 327, 598 A.2d 886.

Client-initiated contacts with insurance brokers can result in broker’s
duty to exercise skill and possess knowledge concerning coverages.
Avery v. Arthur E. Armitage Agency, 242 N.J.Super. 293, 576 A.2d 907
(A.D.1990).

Insurer’s buyer’s guide and coverage selection form complied with
regulations. Avery v. Arthur E. Armitage Agency, 242 N.J.Super. 293,
576 A.2d 907 (A.D.1990).
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Insurer that was already voluntarily offering underinsured motorist
coverage prior to January 1, 1984 did not have adjustment period until
July 1, 1984. Sikking v. Nelson, 242 N.J.Super. 185, 576 A.2d 311
(A.D.1990).

“Notice of coverage” provisions required carrier to prove only that it
mass mailed requisite materials. Bruce v. James P. MacLean Firm, 238
N.J.Super. 501, 570 A.2d 49 (L.1989), affirmed 238 N.J.Super. 408, 570
A2d 1.

Insurer and agent were not liable in allegedly failing to inform
insured about higher levels of underinsured motorist coverage. Pinto v.
Garretson, 237 N.J.Super. 444, 568 A.2d 119 (A.D.1989).

Insured was not entitled to underinsured motorist benefits; insurance
carried by two vehicles which struck his was greater than the amount of
uninsured coverage which he could have obtained. Pinto v. Garretson,
237 N.J.Super. 444, 568 A.2d 119 (A.D.1989).

Whether insured was contributorily negligent was for jury. Weinisch
v. Sawyer, 237 N.J.Super. 195, 567 A.2d 259 (A.D.1989), certification
granted 121 N.J. 658, 583 A.2d 345, reversed 123 N.J. 333, 587 A.2d
615.

11:3-15.6 Minimum standards for New Jersey Auto
Insurance Buyer’s Guide

(a) Any insurance company may comply with this sub-
chapter by using a camera-ready typeset Buyer’s Guide
produced by the Department. To obtain this camera-ready
Buyer’s Guide, an insurance company may contact the
Division of Public Affairs, Department of Insurance, 20
West State Street, CN 325, Trenton, New Jersey
08625-0325.

(b) Insurance companies that wish to produce their own
plates may do so according to the requirements prescribed
in this subchapter.

(c¢) In preparing the Buyer’s Guide, insurance companies
shall use the text provided in this subchapter. Insurance
companies which do not offer all the coverages described in
the Buyer’s Guide shall delete those sections and shall
indicate clearly that they do not offer those coverages.
Insurance companies may add information to the Buyer’s
Guide provided that the additional information is consistent
with the purpose of the written notice.

(d) To assure conformity with this subchapter, each insur-
ance company shall file its Buyer’s Guide with the Division
of Public Affairs. The filing shall include a sample copy of
the insurance company’s Buyer’s Guide and a letter listing
all alterations and additions, if any, made from the text
appearing in this section. The filing shall be made once
when the first Buyer’s Guide is issued by the insurance
company and again whenever changes are made.

(e) When changes are made in a Buyer’s Guide, the new
Buyer’s Guide shall be filed with the Division of Public
Affairs within seven days of its use, and the bottom of the
last page shall clearly state the month and year in which the
changes were implemented.
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(f) The size of the pages of the Buyer’s Guide shall not
be smaller than three and a half inches by eight and one-
half inches. The camera-ready Buyer’s Guide produced by
the Department shall use pages measuring five and one-half
inches by eight and one-half inches.

(g) An insurance company which uses the Department’s
camera-ready Buyer’s Guide shall not reduce the image or
the size of its pages. The Buyer’s Guide shall be bound by
glue or staples. If an insurance company intends to fit this
printed booklet in a common-size four-inch by nine-inch
business envelope, the booklet may be folded once length-
wise.

(h) The Buyer’s Guide shall be printed on paper of a
quality sufficient to assure that printing does not bleed from
one side to the other. The cover may be of the same or
better paper quality as the pages.

(i) The type size used in the Buyer’s Guide shall be at
least 10-point. The camera-ready material provided by the
Department shall be 12-point type.

(j) The type style used shall be within the discretion of
the insurance company, but it shall be suitable for the use of
boldface type for emphasis. In the text required by this
subchapter, material which appears in boldface shall be
printed in boldface type. The type style used in the camera-
ready material provided by the Department shall be Times
Roman.

(k) To provide adequate white space for an attractive
format, the typeset shall be paragraphed consistent with the
text of the Buyer’s Guide in (m) below. Additionally, at
least one line shall be skipped between each paragraph.

(!) The Buyer’s Guide shall have a cover with the follow-
ing title in large type: “New Jersey Auto Insurance Buyer’s
Guide.” In regular type, the cover shall state, “This contains
only general information and is not a legal document.” An
insurance company may include its name and/or company
logo on the cover.

(m) An insurance company which writes at least two
percent of the New Jersey private passenger automobile
market, and each NJAFIUA servicing carrier, shall print its
name and toll-free telephone number on the last page of the
Buyer’s Guide.

(n) An insurance company which does not offer addition-
al medical expense benefits above limits of $250,000 per
person, per accident, shall not include any reference to this
optional coverage in its Buyer’s Guide, nor shall any refer-
ence be made to such coverage in its Coverage Selection
Form.

(o) The text of the New Jersey Auto Insurance Auto
Buyer’s Guide follows:
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New Jersey
Auto Insurance
Buyer’s Guide
This contains only general information
and is not a legal document.
Summary

There have been several important changes in New Jersey
law that affect your insurance coverage.

The changes give New Jersey consumers additional rights.

For instance, if the insurance company you choose will
not sell you auto insurance, the company has to tell you
why, and, if you request it, the company has to respond in
writing. If you are not satisfied, you can ask the New Jersey
Department of Insurance for help. Under certain circum-
stances, you may also ask for a hearing. Any consumer who
believes his/her insurance company has improperly charged
him/her for an at-fault accident can contact the Department,
which will investigate the allegations.

The insurance agent or the insurance company also must
tell you whether you qualify for auto insurance from one of
its other insurance companies or affiliates. Insurance appli-
cants with eight or fewer eligibility points can obtain cover-
age from the company to which they apply, providing they
fulfill all other eligibility requirements.

You also have the right to receive from your agent auto
insurance premium rates from all the insurance companies
he represents for which you qualify.

The law requires that you maintain auto liability coverage
which, subject to the terms and limits of the policy, protects
you in case you are sued, and pays for damages that you
cause to someone else’s property. Please see page XX.

You are also required to purchase personal injury protec-
tion which pays the auto accident-related medical bills for
you and your family. Please see page XX.

You can choose whether your health insurance will pay
first for injuries stemming from auto accidents (if you have
health insurance which pays for such injuries), or whether
you want your auto insurer to pay medical expenses first.
You may save on your auto premiums by choosing the
health insurance option. To find out more about this
option, please see the section beginning on page XX.

Your medical benefits are capped at $250,000. That
means your auto insurer can only pay up to $250,000 per
person, per accident. But, for an additional premium, you
may be able to purchase more coverage for yourself or your
family.
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You must also carry uninsured motorist coverage, which
pays for damages caused by a driver who has no insurance.
Please see page XX.

If you want additional coverage, you can buy collision or
comprehensive which pays for damages to your own car or
for auto theft. These will add to your total insurance cost.
In many cases, State law requires a special insurance inspec-
tion of a vehicle before this coverage takes effect. You can
save on your collision or comprehensive coverage by choos-
ing higher deductibles. Please see page XX.

The law also allows you to choose whether you want an
unlimited right to sue for auto-related damages—the “no
threshold” option—or to save money by limiting your right
to sue for serious injuries only—the “lawsuit threshold”
option (also known as the “verbal threshold”). Please see
page XX,

The Buyer’s Guide will explain each of these terms. It
will help you fill out the Coverage Selection Form. You
can also learn how to get a comparison of premiums for all
auto insurers (page XX).

Explanation of Coverages
Your auto insurance policy is actually several kinds of
policies, or coverages, rolled into one.

For each coverage, you are charged a separate price
which is known as the premium.

You pay only one price for auto insurance, but that price
is determined by adding the premiums for all the coverages
you buy.

Use your Coverage Selection Form to indicate what cov-
erages you will buy in accordance with New Jersey law.

The coverages are:
LIABILITY
PERSONAL INJURY PROTECTION
UNINSURED/UNDERINSURED MOTORIST
COLLISION
COMPREHENSIVE

Use these explanations to help you complete the Cover-
age Selection Form.

Liability Coverage
(Required by Law)
Item 1 on the Coverage Selection Form

Liability coverage pays for injuries to other people or
damages to their property if you are legally responsible for
their losses. The company will pay damages only up to the
amount of coverage you have chosen.

Supp. 10-16-95

There are two kinds of liability coverage:

Bodily injury coverage involves cases in which another
person is hurt or dies as a result of an auto accident. If you
are legally responsible, it will compensate for pain, suffering
or other personal hardships, and will also pay for some
economic damages such as lost wages.

Property damage coverage will reimburse other people if
you are legally liable for damage to their belongings as a
result of an auto accident.

If a liability claim is filed against you, your insurance
company will investigate the claim and will decide whether it
should be paid, negotiated, or defended in court. Your
insurance company will pay the legal bills.

Under State law, you must buy coverage which will pay,
for each accident, at least in the following amounts:

@ $15,000 for any one person’s injuries;
@ $30,000 when more than one person is injured;
@® $ 5,000 for property damage.

Some companies sell a combined single limit which must
be at least $35,000 per accident.

Higher limits of liability\ coverage are available at relative-
ly low cost.

If you cause an accident and do not have enough insur-
ance to cover your legal responsibilities, you then are per-
sonally responsible -and could lose some of your assets or
spend years paying this debt.

PREMIUM COST SAVER: Lawsuit
Threshold (Verbal Threshold)

Item 2 on the Coverage Selection Form

In order to hold down insurance premiums, New Jersey
motorists may choose to limit when they may sue for non-
economic loss which means pain, suffering and inconve-
nience resulting from an auto accident.

The “Lawsuit Threshold” option, also known as the
“Verbal Threshold,” uses words, rather than a dollar
amount of medical bills, to describe when a suit may be
filed. If you select this limitation, then you, your spouse
and children living with you who are not covered by name
by another auto insurance policy will not be able to sue
unless the injury sustained appears on this list:

@ death;

@ dismemberment;
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@ significant disfigurement;
@ a fracture;
® loss of a fetus;

® permanent loss of use of a body organ, member,
function or system;

© permanent consequential limitation of use of a body
organ or member;

® significant limitation of use of a body function or
system; or

® a medically determined injury or impairment of a non-
permanent nature which prevents the injured person from
- performing substantially all of the material acts which
constitute that person’s usual and customary daily activities
for not less than 90 days during the 180 days immediately
following the occurrence of the injury or impairment.
(N.J.S.A. 39:6A-8, effective January 1, 1989)

You can reject this threshold and retain the right to sue
for any auto-related injury. This option, called “No Thresh-
old,” will increase the price of your insurance policy.

Under state law, you must choose either the Lawsuit
. Threshold or the No Threshold option. The same choice
" should be made under all policies that you have. If you do
not choose one of these options, you are considered by law
to have selected the Lawsuit Threshold option.

Personal Injury Protection (PIP)
(Required by Law)
Item 3 on the Coverage Selection Form

New Jersey law requires Personal Injury Protection, some-
times called PIP or no-fault coverage, which pays all reason-
able medical bills up to a maximum of $250,000 per person,
per accident regardless of who caused an auto accident.

However, you may also have the option to select your
health insurer or health maintenance organization to pay
your auto accident no-fault claims.

Basic PIP Coverage provides:

@ Medical Expenses: Payment of reasonable and neces-
sary medical expenses within certain limits set by state law—
a $250 deductible for each accident, only 80 percent reim-
bursement for the expenses from $251 through $5,000 for
each accident, and a maximum benefit of $250,000 per
person per accident.
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@ Income Continuation: If you cannot work because of
an auto accident injury, you can collect up to $100 a week
up to a total limit of $5,200 for lost wages.

® Essential Services: You can collect as much as $12 a
day up to a total limit of $4,380, to pay someone to do
necessary services that you normally do yourself, such as
cleaning your house, mowing your lawn, shoveling snow or
doing laundry.

@ Death Benefit: If you die from auto accident injuries,
your family or estate will receive any benefits you have not
already collected under the income continuation and essen-
tial services coverages. '

@ Funeral Expense Benefit: In addition to the death
benefit, reasonable funeral expenses are covered up to
$1,000.

PREMIUM COST SAVER: PIP Medical
Expenses Only Coverage

If you wish, you can buy PIP medical coverage without
any income continuation, essential services, death benefits
and funeral expense benefits. This is called PIP Medical
Expenses Only.

You might want this cost-saving option if you and rela-
tives who live with you would not lose income if any of you
were disabled by an auto accident. For example, this option
should be considered if your sources of income are pen-
sions, Social Security or investments which would continue
regardless of an auto accident, and if someone is always
available to care for your personal needs, and if your funeral
expenses are covered in some other way.

But the option is a package deal. Either you keep all
four of these non-medical expense PIP benefits, or you drop
them all. You cannot pick and choose.

Additional PIP Coverage

On the other hand, you and relatives who live with you
and who do not have their own auto insurance policies
might want higher benefits. You can purchase higher bene-
fits for income protection and essential services, funeral
expenses and higher death benefits, than the amounts pro-
vided in the basic PIP plan.

Additional Medical Expense Coverage
Your auto insurance company may also offer additional
medical expense benefits above limits of $250,000 per per-

son, per accident.

If you buy additional benefits, the price of your insurance
will be higher.
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(NOTE: Reference to Additional Medical Expense Cov-
erage shall be deleted by those companies which do not
offer the coverage.)

Personal Injury Protection (PIP)
Health Insurance Option Premium (Cost Saving Option)
Item 4 on Coverage Selection Form

Most New Jersey residents have the option of selecting
their health coverage provider, rather than their auto insur-
ance company, to pay for their no-fault medical expense
claims. A health coverage provider may be an insurance
company, an HMO or some other type of benefit plan
provided by your employer.

Medicare and Medicaid will NOT provide primary cover-
age. If your health benefits are provided by either Medi-
care or Medicaid, you cannot choose this option.

If you select your health coverage provider to be the
primary payer of auto no-fault claims, you may save on your
auto premium. Before selecting this option, however, check
to make sure that your health coverage provider will pay for
auto accident injury treatment expenses. If your employer
supplies your health coverage, your company should be able
to give you this information; otherwise, check with your
health coverage provider directly.

Deductibles and co-pays of your health policy or plan will
still apply. And coverage limits of your health policy or
plan will be in effect.

Most HMOs offer unlimited coverage. Most other health
coverage providers offer lifetime benefit limits of $1 million.

That means the health coverage provider will pay all
eligible health claims, as long as they do not total more than
$1 million during your lifetime. Be sure to ask your health
coverage provider what limits apply under your policy or
pian.

Your health policy or plan may not cover all procedures
or treatments. Exclusions listed in your policy or plan will
apply. But your auto insurer should pay for necessary
expenses not covered by your health policy or plan.

If you choose your health coverage provider to be respon-
sible for paying auto accident-related medical bills, you
must provide the name of your health coverage provider
and the policy, plan, membership or group certificate num-
ber on the Coverage Selection Form. You must also main-
tain your health coverage.

If you are in an accident and your health coverage is no
longer in effect, your auto insurer must pay PIP medical
benefits. However, you will be required to pay a $750
additional deductible.
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PIP Medical Expenses Deductible
Auto Insurer Option
Item 5 on Coverage Selection Form

This option involves only the medical bills paid by PIP,
not the income continuation, essential services, death bene-
fits or funeral expense benefits, which will be paid under
Basic PIP coverage regardless of whether you select your
health insurer or auto insurer to be the primary payer of
your auto-accident related medical bills.

Under New Jersey law, unless you choose your health
insurer to pay your auto-accident related medical bills, your
auto insurance policy will cover your reasonable and neces-
sary medical bills up to a maximum of $250,000 per person,
per accident, if you are injured in an auto accident.

However, for the first $5,000 of medical bills per accident,
your auto policy will pay only part of the cost of your
treatment or the treatment of others covered by your policy.
There is a $250 deductible, meaning the first $250 will not
be covered. The deductible applies only once per accident
regardless of the number of people injured.

There is also a 20 percent co-payment which means that
for the bills from $251 to $5,000, the policy will pay only 80
percent. Medical bills above $5,000 are paid up to $250,000
per person, per accident.

(NOTE: Companies offering higher PIP limits may state
that benefits above $5,000 are paid up to the limit selected.)

You can choose a $250 deductible, a $500 deductible, a

N/

$1,000 deductible or a $2,500 deductible. A way to lower

the price of your auto insurance is to have a larger PIP
deductible. The 20 percent co-payment still applies to
expenses between the deductible chosen and $5,000.

You should consider the $2,500 PIP deductible if you are
already covered by a health insurance policy or a health
maintenance organization (HMO).
plans will pay part of the medical bills which auto insurance
will not pay.

Before taking this option, ask your health insurance com-
pany or HMO two things:

Will your health policy or HMO cover auto-related medi-
cal bills not paid by auto insurance? The Department of
Insurance requires that health insurance sold in New Jersey
cover treatment for auto-related injuries the same as other
injuries. But your policy may not follow this rule because
you may be covered by a health insurance group sold out of
state or by an employer self-insurance plan. Find out.
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What are your health policy’s or HMO’s own deductible,
co-payments and exclusions? Find out what your health
plan covers. For instance, it may cover only hospitalization
but not doctor visits. Also, your health insurance or HMO
has its own rules regarding what you pay out of your pocket
for medical treatment. Those rules will apply if you use
your health plan to cover the PIP deductible.

Uninsured/Underinsured Motorist Coverage
(Required by Law)
Item 6 on the Coverage Selection Form

Despite New Jersey law, which requires auto insurance,
many cars are not covered by insurance. Some motorists
break the law. Many other motorists are residents of other
states which do not require auto insurance by law.

Because these motorists can cause accidents, you are
required to buy uninsured motorist coverage. This coverage
does not benefit the uninsured driver. It will provide
benefits to you, your passengers or relatives living with you
if a motorist without insurance is legally liable for injuries to
these persons or for damage to your car or its contents.

There are other motorists who have auto insurance cover-
age but with very low limits. When you buy uninsured
motorist coverage, you are also provided coverage to protect
you from those motorists who are underinsured. If you are
in an accident caused by such a motorist, underinsured
motorist coverage will pay damages up to the difference
between your underinsured motorist coverage limit and the
other driver’s liability coverage limit.

You must by law purchase uninsured motorist coverage
which will pay, for each accident, at least the following
amounts:

@ $15,000 for any one person’s injuries;
@ $30,000 when more than one person is injured;
@ $ 5,000 for property damage.

Many companies sell a combined single limit which must
be at least $35,000. The property damage coverage has a
basic $500 deductible, which means you pay the first $500 of
a claim under that coverage.

You can buy higher uninsured/underinsured motorist cov-
erage limits, but only as high as the liability coverages you
have purchased. Most companies sell up to $250,000/
$500,000/$100,000 coverage or a combined single limit of
$500,000.

Collision and Comprehensive Coverages
(Optional)
Items 7 and 8 on Coverage Selection Form

Collision coverage and comprehensive (also known as
“other than collision”) coverage pay for damage to your car.
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These coverages will pay to repair your car or pay for its
value at the time of the loss if it is stolen or declared a total
loss.

These coverages are mot required by law. But, if you
borrowed money to buy your car or if you are leasing the
car, the lender or lessor may require you to buy these
coverages. Note that some companies will provide collision
coverage only if you buy comprehensive coverage too. Con-
tact your company for details.

Collision pays for damage to your car caused by your car
hitting things like other cars, trees or telephone poles, or for
the car overturning, or for other moving objects hitting your
car.

Comprehensive insurance pays for nearly every other kind
of damage to your car, such as fire, theft, flood, vandalism,
or contact with a bird or animal.

In order to obtain collision or comprehensive coverage for
a newly insured vehicle, you must notify your auto insurance
company immediately. Under a new State law, in most
cases, collision or comprehensive coverage cannot be provid-
ed on a newly acquired vehicle until the auto insurance
company is notified. Also, many such vehicles must be
inspected for insurance purposes before coverage can be
provided. See the section entitled “Mandatory Insurance
Inspection” for more details.

PREMIUM COST SAVER: No Collision
or No Comprehensive

If your car is older and is paid for, consider eliminating
collision or comprehensive coverage, or both. This decision
will reduce your premium.

To make the decision, consider what you will pay for
these coverages versus the possible benefit if you file a
claim.

Collision and comprehensive coverage will reimburse you
only up to the actual cash value of your car. The insurance
payment probably will be less than the actual cash value
because of deductibles.

PREMIUM COST SAVER: Collision
and Comprehensive Deductibles

If you decide that you need collision or comprehensive
coverage or both, a significant way to hold down the price of
your insurance policy is to select higher deductibles.

If you file a claim, a deductible is the amount of money
you will pay before the insurance company starts paying.
Deductibles are a way of reducing insurance company costs,
and thereby lowering the price of your insurance policy.

The standard deductible for auto insurance in New Jersey
is $500. You still have the right to buy collision or compre-

Supp. 10-16-95



11:3-15.6

DEPT. OF INSURANCE

hensive coverage with higher or lower deductibles. The
lower the deductible, the higher the price of your insurance

policy.

MANDATORY INSURANCE INSPECTION
For Newly Insured Vehicles

Under the new State law, many vehicles to be insured for
collision or comprehensive (also known as “other than
collision”) coverage must first be inspected for insurance
purposes. The law is intended to reduce insurance fraud by
documenting the condition of newly insured private passen-
ger automobiles. '

Whenever you acquire a vehicle and desire collision or
comprehensive coverage on it, the most important thing to
do is to notify your auto insurance company immediately.
They will tell you everything necessary to comply with the
law and obtain the coverage you desire.

Until you notify your auto insurance company the
vehicle may not be covered for collision or comprehen-
sive.

It is important to understand that the Mandatory Insur-
- ance Inspection is in addition to the Motor Vehicle Inspec-
tion program conducted by the State of New Jersey. Two
separate inspections take place. '

In many cases, an insurance inspection may not be neces-
sary. The law says that insurance inspections may be
waived for vehicles which are older than seven model years.
The law also says that an insurance inspection may not be
necessary for a ‘“new automobile” purchased from a fran-
chised dealer if you submit an invoice documenting your
purchase. If your auto insurance policy has been in effect
for four years or longer, an inspection may not be required
by law. Your auto insurance company will explain when
you call.

Otherwise, an inspection is required for newly insured
vehicles. If your vehicle must be inspected, your auto
insurance company can provide temporary coverage for only
seven days after the day you notify them about the vehicle.

The only way to make sure that you meet the State
requirements and receive the coverage you want is to call
your auto insurance company before or as soon as any
change of a vehicle occurs.

Anti-Theft Device Discount—Your auto insurance com-
pany encourages the use of anti-theft and vehicle recovery
devices as another means to reduce losses. The following
types of devices are among those which may qualify for a
reduction in the Comprehensive premium:

1. Alarm System;
2. Fuel Cut-Off;
3. Hydraulic Brake Lock;

Supp. 10-16-95

4, Ignition or Starter Cut-Off;
5. Steering Wheel Collar;

6. Transmitter which enables the location of the vehi-
cle to be traced; or

7. Window Etching Vehicle Identification System.
Other types may also qualify.

If your auto is equipped with an anti-theft or vehicle
recovery device, contact your auto insurance company for
more details and an Anti-Theft Questionnaire.

Safety Feature Discount—Your auto insurance company
encourages the use of safety features as another means to
reduce losses. The following types of safety features are
among those which may qualify for a reduction in the
Collision premium.

1. Anti-Lock Braking System;
2. Traction Control Systems;

3. Five mile per hour bumpers;
Other types may also qualify.

If your auto is equipped with a safety feature, contact
your auto insurance company for more details. The rates of
insurers which use make and model rating for collision
coverage already include these discounts.

Price Comparison

If you would like a copy of the annual auto insurance
premium comparison published by the New Jersey Depart-
ment of Insurance, please send a stamped, self-addressed
envelope to:

Auto Comparison

Division of Public Affairs
NJ Department of Insurance
CN 325

Trenton, NJ 08625-0325

(p) As appropriate, an insurance company may substitute
its name in the Buyer’s Guide.

(q) As appropriate, an insurance company which offers
only split limits may delete language in the Buyer’s Guide
explaining combined limits, and an insurance company
which offers only combined limits may delete language
regarding split limits. If an insurance company does not
offer limits as low as the minimums required by law, that
information may be inserted in this paragraph.

(r) An insurance company which offers higher benefits
than described in the text of the Buyer’s Guide may modify
the relevant paragraph to explain those higher benefits.
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(s) An insurance company which uses only one term,
*“Comprehensive” or “Other Than Collision,” to describe
this coverage, may delete reference to the inappropriate
term.

As amended, R.1984 d.479, eff. November 5, 1984.
See: 16 N.J.R. 1693(a), 16 N.J.R. 3038(a).

(a)3: added “as amended by P.L. 1984 c.40”.
New rule, R.1989 d.117, effective February 21, 1989.
See: 20 N.JLR. 2984(a), 21 N.J.R. 558(b).

Repealed “Specific coverages and options to be included in written
notice and buyer’s guide”. )

Amended by R.1990 d.580, effective November 19, 1990 (operative

January 1, 1990).

See: 22 N.LR. 1681(a), 22 N.J.R. 3488(b).

Subsection (n) of this section is amended to delete in its entirety the
text of the Buyer’s Guide and to substitute new text therefor. The new
text is written in plain language pursuant to the requirement of section
13 of the “Fair Automobile Insurance Reform Act of 1990” and
incorporated several changes required to be made in the Coverage
Selection Form by the Act; also amended to delete the provision that
the Department, upon request from an insurer, will prepare a coverage-
ready final page of the Buyer’s Guide.

R.1992 d.218, effective May 18, 1992.
See: 24 N.J.R. 523(a), 24 N.J.R. 1898(b).

In (c), “Insurance companies ... shall delete those sections” was
“may delete ...”. Added new (n), regarding additional medical
benefits, and redesignated existing (n) as (o), with extensive revisions to
Buyer’s Guide. Redesignated existing (o) through (r) as (p) through

(s)-

Case Notes

The Automobile Reparation Reform Act limits on recovery from
tort-feasor. Roig v. Kelsey, 135 N.J. 500, 641 A.2d 248 (1994).

Motorist could reasonably and objectively expect to be buying protec-
tion up to declared legal limits. Clegg v. New Jersey Auto. Full
Underwriting Ass’n By and Through Cigna Ins. Co., 254 N.J.Super. 634,
604 A.2d 179 (A.D.1992).

There was common-law duty on part of insurance carriers or their
agents to advise insureds concerning possible need for higher policy
limits upon policy renewal. Wang v. Allstate Ins. Co., 125 N.J. 2, 592
A.2d 527 (1991).

Insured could not have jury trial in reformation action for agent’s
failure to inform insured of available underinsured motorist coverage.
Weinisch v. Sawyer, 123 N.J. 333, 587 A.2d 615 (1991).

Direct writing insurer was not responsible for insured’s inadequate
underinsured motorist (UIM) coverage. Andriani v. New Jersey Mifrs.
Ins. Co., 245 N.J.Super. 252, 584 A.2d 875 (A.D.1991), certification
denied 126 N.J. 327, 598 A.2d 886.

Client-initiated contacts with insurance brokers can result in broker’s
duty to exercise skill and possess knowledge concerning coverages.
Avery v. Arthur E. Armitage Agency, 242 N.J.Super. 293, 576 A.2d 907
(A.D.1990).

Insurer’s buyer’s guide and coverage selection form complied with
regulations. Avery v. Arthur E. Armitage Agency, 242 N.J.Super. 293,
576 A.2d 907 (A.D.1990).

Automobile insurer that was already voluntarily offering underin-
sured motorist coverage prior to January 1, 1984 did not have adjust-
ment period until July 1, 1984. Sikking v. Nelson, 242 N.J.Super. 185,
576 A.2d 311 (A.D.1990).

“Notice of coverage” provisions required carrier to prove only that it
mass mailed requisite materials. Bruce v. James P. MacLean Firm, 238
N.J.Super. 501, 570 A.2d 49 (L.1989), affirmed 238 N.J.Super. 408, 570
A2d 1.

Whether insured was contributorily negligent was question for jury.
Weinisch v. Sawyer, 237 N.J.Super. 195, 567 A2d 259 (A.D.1989),
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certification granted 121 N.J. 658, 583 A.2d 345, reversed 123 N.J. 333,
587 A.2d 615.

Model coverage selection form, was not arbitrary, unreasonable or
capricious, and was substantially consistent with statutory language.
Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.1989), certifi-
cation denied 118 N.J. 181, 570 A.2d 950.

Two statutes, one requiring that coverage selection form state the
percentage difference in premium rates or dollar savings between the
two tort options for suing for noneconomic loss and the other requiring
that coverage selection form identify range of premium rate credit or
doilar savings or both; were not inconsistent. Emmer v. Merin, 233
N.J.Super. 568, 559 A.2d 845 (A.D.1989), certification denied 118 N.J.
181, 570 A.2d 950.

Commissioner’s regulations did not have to require that coverage
selection form inform consumers of exact dollar amount of premium
savings arising from election. Emmer v. Merin, 233 N.J.Super. 568, 559
A.2d 845 (A.D.1989), certification denied 118 N.J. 181, 570 A.2d 950.

Commissioner’s use of term “lawsuit threshold” in buyer’s guide and
coverage selection form, as opposed to “verbal threshold” did not lead
to confusion. Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845
(A.D.1989), certification denied 118 N.J. 181, 570 A.2d 950.

Buyer’s guide and coverage selection form did not contain inherent
bias or confusion on basis that Commissioner made reference to “basic
limit” as opposed to “basic tort option.” Emmer v. Merin, 233
N.J.Super. 568, 559 A.2d 845 (A.D.1989), certification denied 118 N.J.
181, 570 A.2d 950.

Buyer’s guide and coverage selection form which gave basic tort
option, as opposed to no-threshold option, a favorite status, was
justifiable. Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.
1989), certification denied 118 N.J. 181, 570 A.2d 950.

Insurance Commissioner acted properly when he required that cover-
age selection form contain provision referring consumers to their
automobile insurance companies in event of questions on coverage.
Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.1989), certifi-
cation denied 118 N.J. 181, 570 A.2d 950.

11:3-15.7 Minimum standards for Coverage Selection
Form

(a) The Coverage Selection Form shall be printed on at
least two pages of paper, size eight and one-half inches by
11 inches. A space shall be provided at the top of the front
page for the consumer’s name to be handprinted, and a
space shall be provided at the bottom of the last page for
the consumer’s signature and date.

(b) The insurance company may include additional lines
for application number, policy number or other necessary
information.

(¢) An insurance company may expand the form to solicit
additional information, including, but not limited to, the
names of resident relatives eligible for PIP benefits, or
different collision and comprehension deductibles applying
to different vehicles covered by the same policy.

(d) The type size shall be at least 12-point.

(e) The Department will not provide camera-ready types-
et for the Coverage Selection Form.

(f) The Coverage Selection Form shall include the range
of premium rate differences as indicated by this subchapter.
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Each insurance company shall determine the numbers for
use in these sections. When the numbers on the Coverage
Selection Form change for any reason, including, but not
limited to, rate changes, a new Coverage Selection Form
with the current numbers shall be printed.

(g) The Coverage Selection Form shall include the lan-
guage in (h) below, except that language marked
“(NOTE)”, which. describes language which the insurance
company shall insert.

(h) The text of the Coverage Selection Form follows:
(NOTE: Company’s name may be included here.)
(NOTE: If a company has more than two percent of the

. New Jersey private passenger automobile market, it shall
include its name and toll-free number here.)

COVERAGE SELECTION FORM

Name:

For new policies, you must choose one option for each
item below. For changes upon renewal and mid-term policy
changes, you must use this Form when you:

(a) elect the “No Threshold” option;

(b) change from the “No Threshold” option to the “Law-
suit Threshold” option;

(c) desire collision or comprehensive deductibles other
than $500;

(d) desire to change to the $500 deductible for collision
or comprehensive coverage;

(e) desire your health insurer to be the primary insurer to
pay for your auto accident-related medical bills; or

(f) desire your auto insurance carrier to be the primary
insurer for your auto accident-related medical bills.

The following item numbers match the explanations in the
New Jersey Auto Insurance Buyer’s Guide. Read the Buy-
er’s Guide for information and help in completing this form.

1. Liability Coverage

How much coverage do you choose for damage you may
do to others?

a

(|
u
O

(NOTE: At least four of the most popular coverage limits
shall be listed, including the lowest limit offered)

(NOTE: If a complete list is not provided, state that
other coverage limits are available.)

2. Lawsuit Threshold (Otherwise known as the “Ver-
bal Threshold”)

Do you accept the basic limit on the right to sue if injured
in an auto accident?

[J Yes. I want the Lawsuit Threshold.

[ No. I want No Threshold. My bodily injury liability
premium will be ___% to % higher if I select the No
Threshold option instead of the Lawsuit Threshold, depend-
ing upon where my car is garaged, my bodily injury liability
coverage limit, and other factors. Per vehicle, my bodily
injury liability premium at current rates will be $___ to $___
higher on each renewal of my policy if I select
the No Threshold option instead of the Lawsuit Threshold.
I understand that I can contact my insurance company or
my insurance producer i.e., agent or broker) for specific
details.

(NOTE: Insurance companies writing six month policies
should insert the word “semi-annual” in the blank space
above. Companies writing 12 month policies should insert
the word “annual.””) -

(NOTE: Insurance companies writing single limit liability
coverage may add a footnote to inform insureds that the
policy declaration page will not include a specific premium
for “bodily injury liability” coverage.)

NOTE: Insurance companies or their producers or repre-
sentatives shall not be held liable in an action for damages
either on account of the choice of a tort option (lawsuit
threshold/verbal threshold or no threshold) made by an
insured or on account of the tort option imposed by law if
no choice is made, except for damages caused as the result
of a willful, wanton or grossly negligent act of commission
or omission.

3. Personal Injury Protection (PIP). Choose the kind
of coverage you want.

[ Basic PIP Coverage which includes income continua-
tion, essential services, death benefits and funeral expense
benefits as well as medical expense benefits, or

(O PIP Medical Expenses Only Coverage, for a — % to
—% savings in the premium. (NOTE: In-
clude the range of percentage savings and the base, ie.,
basic PIP premium.);
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[J Additional PIP Coverage at an extra cost. NOTE:
This option is not available if you have selected PIP Medical
Expenses Only Coverage. Contact your insurance company
or insurance producer (i.c., agent or broker) for details.
(NOTE: Company’s name may be used here or a chart
listing options may be enclosed.)

[J Additional Medical Expense Coverage.

(NOTE: Reference to Additional Medical Expense Cov-
erage shall be deleted by those companies which do not
offer the coverage.)

4. PIP Health Insurance Option. Choose if you want
your health insurer, other than Medicare or Medicaid, to
be your primary carrier to pay your auto accident-related
medical benefits. Check with your employer or health
insurer to see if you are eligible and request an answer in
writing. To choose this option, health coverage must
cover the named insured and members of his family
residing in the household.

[ Yes, I choose the PIP health insurer option.

(NOTE: Your auto insurance company may invalidate
this option selection and request payment of the discounted
premium amount if it checks but cannot verify that (1) your
health coverage is in effect, and (2) your health insurer will
provide primary coverage for your auto accident-related
medical .expenses.

The name of my health insurer(s) is (are):

1.
Number:

Policy, Plan, Membership or Group
Certificate Number (circle one)

2,

Number:

Policy, Plan, Membership or Group
Certificate Number (circle one)

[ No, I do not want the PIP health insurer option.

5. PIP Medical Expenses Deductible.
one:

Choose only

(] $250 deductible, minimum required by law.

[0 $500 deductible, for a % to % reduction in the
Basic PIP premium.

[J $1,000 deductible, for a % to —% reduction in
the Basic PIP premium.

[ $2,500 deductible, for a % to ... %. reduction in
the Basic PIP premium.

6. Uninsured/Underinsured Motorists Coverage

How much coverage do you choose for damage which
another driver who has little or no insurance may do to your

3-63

car, your family, your passengers or yourself? Your auto
insurance company must offer this coverage up to the bodily
injury and property damage liability limits you have selected.

O
0
O

O

(NOTE: List the same options available for liability
coverage above. Other options may also be listed.)

NOTE: Insurance companies or their producers or repre-
sentatives shall not be held liable in an action for damages
either on account of the choice of a given level of motor
vehicle insurance coverage made by an insured, as long as
those limits provide at least the minimum coverage required
by law, or on account of the insured not choosing to
purchase underinsured motorists coverage, collision cover-
age or comprehensive coverage, except for damages caused
as the result of a willful, wanton or grossly negligent act of
commission or omission.

7. Do you choose “collision” coverage?
[0 No. I do not wish to be covered for collision damage.
[J Yes, with the basic $500 deductible.

[] Yes, with the deductible circled here: $1,000, $1,500
or $2,000. This premium will be proportionately less than
the premium with the basic $500 deductible. Details avail-
able from company or insurance producer (i.e., agent or
broker).

[J Yes, with the deductible circled here: $100, $150, $200
or $250. This premium will be proportionately more than
the premium with the basic $500 deductible. Details avail-
able from company or insurance producer (i.e., agent or
broker).

(WARNING: YOU MAY NOT BE ABLE TO ADD
COLLISION COVERAGE TO AN EXISTING VEHICLE
OR TO ADD AN ADDITIONAL OR REPLACEMENT
VEHICLE TO YOUR EXISTING POLICY WITHOUT
FIRST HAVING THAT VEHICLE INSPECTED; CON-
TACT YOUR INSURANCE COMPANY OR INSUR-
ANCE AGENT IMMEDIATELY.)

8. Do you choose “comprehensive” coverage?
(NOTE: If appropriate, use the term “other than colli-
sion” coverage throughout this section.)

[] No. I do not wish to be covered for comprehensive
damage.

[ Yes, with the basic $500 deductible.
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[] Yes, with the deductible circled here: $1,000, $1,500
or $2,000. This premium will be proportionately less than
the premium with the basic $500 deductible. Details avail-
able from company or insurance producer (i.e., agent or
broker).

[] Yes, with the deductible circled here: $50, $100, $150,
$200 or $250. This premium will be proportionately more
than the premium with the basic $500 deductible. Details
available from company or insurance producer (i.e., agent or
broker).

(NOTE: For both collision and comprehensive, if either
the $200 deductible or $250 deductible is not offered, that
option may be deleted from this form. Also, all other
available collision and comprehensive deductibles shall be
listed where appropriate.)

(WARNING: YOU MAY NOT BE ABLE TO ADD
COMPREHENSIVE COVERAGE TO AN EXISTING
VEHICLE OR TO ADD AN ADDITIONAL OR RE-

PLACEMENT VEHICLE TO YOUR EXISTING POLI-

CY WITHOUT FIRST HAVING THAT VEHICLE IN-
SPECTED; CONTACT YOUR INSURANCE COMPA-
NY OR INSURANCE AGENT IMMEDIATELY.)

I have read the Buyer’s Guide outlining the coverage
options availabie to me. The limits available for uninsured
and underinsured motorists coverage have been explained to
me. My choices are shown above. I agree that each of these
choices will apply for all vehicles insured by my policy and
to each subsequent renewal, continuation, replacement or
amendment until the insurance company or its insurance
producer (i.e., agent or broker) with the company’s binding
authority receives my request that a change be made.

For new policyholders, I understand that:

(a) if I do not make a written choice for Item 2, I will
receive the Lawsuit Threshold option;

(b) if I carry collision or comprehensive coverage without
making a written choice for Item 7 or Item 8, I will receive
the $500 deductible; and

(c) if I do not make a written choice for the PIP health
insurer option in Item 4, my auto insurer will be the primary
health insurer for PIP medical expense benefits. )

I understand that if this is a policy renewal and I do not
complete choices, I will receive the same coverage as in my
previous policy except when changes are required by a law
becoming effective during the term of my previous policy.

I understand that these choices take effect in the follow-
ing manner:

(1) for new policies and mid-term policy changes, the
choices on this Form are effective the day following the date
of postmark or, when personal delivery is made or the
postmark is illegible, the day following receipt of this Form
by the insurance company or by an insurance producer (i.e.,
agent or broker) with the company’s binding authority; and
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(2) for changes upon renewal, the changes to be made on
this Form are effective on the date of the next policy
renewal if postmarked or received by the insurance company
or by an insurance producer (i.e., agent or broker) with the
company’s binding authority prior to the remewal date.

ANY PERSON WHO KNOWINGLY MAKES AN AP-
PLICATION FOR MOTOR VEHICLE INSURANCE
COVERAGE CONTAINING ANY STATEMENT THAT
THE APPLICANT RESIDES OR IS DOMICILED IN
THIS STATE WHEN, IN FACT, THAT APPLICANT
RESIDES OR IS DOMICILED IN A STATE OTHER
THAN THIS STATE, IS SUBJECT TO CRIMINAL AND
CIVIL PENALTIES.

Please check the appropriate box to which this form applies
[JNEW POLICY [] Mid-Term Change ["] Renewal Change

SIGNATURE DATE

(i) To assure conformity with this subchapter, each insur-
ance company shall file its Coverage Selection Form with
the Division of Public Affairs. Whenever the Coverage
Selection Form is changed, the new form shall be filed, and
the month and year the changes were implemented shall be
clearly stated at the bottom of the revised form. Deadlines
for implementation and filing requirements regarding the
Coverage Selection Form shall be the same as for the
Buyer’s Guide. See N.J.A.C. 11:3-15.6(e).

(j) Insurance company shall be required to calculate the
percentage and dollar change in premium (or rate) arising
from the selection of the No Threshold option as indicated
in (j)1 through 4 below. In these calculations, premium (or
rate) shall include any expense fee, but shall not include any
policy constant or RMEC.

1. The Percentage Change Calculation: The percent-
age increase in the bodily injury liability premium arising
from the selection of the No Threshold option shall be
determined by calculating the No Threshold rate as a
percentage increase relative to the comparable Lawsuit
Threshold rate. The low end of the percentage range
shall be produced by calculating the percentage increase
in the bodily injury liability premium of a policy with a
$250,000/$500,000 split limit or a $500,000 single limit
when the motorist goes from the Lawsuit Threshold op-
tion to the No Threshold option. This calculation shall
be made for the territory with the lowest basic limit
Lawsuit Threshold rate, and shall assume pleasure usage
by an age 30-64, married male principal operator. The
high end of the percentage range shall be produced by
making the same type of calculation using a policy with
basic limits for the territory with the highest basic limit
Lawsuit Threshold rate, and shall assume business usage
by a youthful, unmarried male principal operator.
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2. The Dollar Change Calculation: The dollar in-
crease in the bodily injury liability premium arising from
the selection of the No Threshold option shall be deter-
mined by subtracting the Lawsuit Threshold rate from the
comparable No Threshold rate. The low end of the
dollar range shall be produced by calculating the dollar
change using a policy with basic limits for the territory
with the lowest basic limit Lawsuit Threshold rate, and
shall assume personal usage by an age 30-64, married
male principal operator, The high end of the dollar
range shall be calculated using a $250,000/$500,000 split
limit or a $500,600 single limit policy for the territory with
the highest basic limit (verbal) Lawsuit Threshold rate,
and shall assume business usage by a youthful, unmarried
male principal operator. Because the range of the possi-
ble additional dollar cost will depend upon territory,
bodily injury liability loss limits, and other factors, insur-
ers shall be permitted to use round numbers to represent
the approximate range of the cost increase. For example,
if the smallest dollar rate increase was $56.00 and the
largest $305.00, the insurer may use the range $50.00 to
$310.00 on its Coverage Selection Form.

3. Premium Basis for Single Limit Liability Coverage:

i. For single limit liability coverage, the percentage
range calculation that is described in (j)1 above shall be
based upon the applicable bodily injury liability rate.
This calculation shall not be made on the basis of a
combined rate containing a charge for bodily injury
liability, personal injury protection (PIP), and property
damage liability.

ii. For single limit liability coverage, the dollar
range calculation that is described in (j)2 above shall be
based upon the applicable liability rate. In contrast to
the procedure in (j)3i above, the dollar change calcula-
tion shall be made on the basis of a complete rate
containing a charge for bodily injury liability, personal
injury protection (PIP), and property damage liability.

4. Insurance companies shall submit to the Division of
Public Affairs, New Jersey Department of Insurance, CN
325, Trenton, New Jersey 08625, within seven days of its
first use, a copy of the Coverage Selection Form prepared
pursuant to this subsection together with:

i. An example showing the calculation of the high
and low values for the percentage and dollar change
ranges;

ii. Data about the insurance company’s territorial
rates to confirm that the highest and lowest basic limit
Lawsuit Threshold rates have been used in the example.
The filing of a rating page showing & list of basic limit
rates by territory shall be sufficient;

tii. Data about the insurance company’s increased
limits liability rating, vehicle usage, and type of driver
factors to confirm that the proper relativities have been
used in the example. The filing of the appropriate
rating pages shall be sufficient; and

3-65

iv. For those insurance companies offering only sin-
gle limit liability coverage, an explanation of the proce-
dure used to develop the bodily injury liability rate
from which the percentage and dollar change amounts
have been determined. This explanation shall inciude
an example of the calculation methodology.

(k) Insurance companies which do not offer all the cover-
ages described in the Coverage Selection Form shall list
those coverages on the form and shall clearly state that
those coverages are not available from that company.

New rule, R.1989 d.117, effective February 21, 1989.
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).

Section was “Statement on the possible coordination of other health
benefits coverage with the personal injury protection medical expense
options”.

Amended by R.1989 d.624, effective December 18, 1989 (operative

January 1, 1990).

See: 21 N.JR. 3244(a), 21 N.J.R. 3922(a).

Amendments made to bring rule in line with changes in N.J.S.A
39:6A-23 made by P.L. 1988 c.119.

Amended by R.1990 d.580, effective November 19, 1990 (operative

January 1, 1991).

See: 22 N.LR. 1681(a), 22 N.L.R. 3488(b).

Amended to be consistent with NJ.A.C. 11:3-15.6; the text of the
Coverage Selection Form is amended both to clarify the current Form
and requirements and to respond to changes required by the “Fair
Automobile Insurance Reform Act of 1990”.

R.1992 d.218, effective May 18, 1992.
See: 24 N.J.R. 523(a), 24 N.J.R. 1898(b).

In (h), added Note to 3, Warning statement to 7 and 8, and
prohibition against domicile misstatement to (2).

Amended by R.1994 d.195, effective April 18, 1994.
See: 26 N.J.R. 85(a), 26 N.J.R. 1659(a).

Case Notes

Model coverage selection form, proposed by regulations promulgated
by Insurance Commissioner for implementing legislative revisions to
no-fault automobile insurance law requiring consumers to select be-
tween two options of coverage for automobile accident-related bodily
injury. Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.1989),
certification denied 118 N.J. 181, 570 A.2d 950.

Statute requiring that no-fault automobile insurance coverage selec-
tion form state the percentage difference in premium rates or dollar
savings between the two tort options for suing for noneconomic loss
was not inconsistent with statute requiring that coverage selection form
identify range of premium rate credit or dollar savings or both.
Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.1989), certifi-
cation denied 118 N.J. 181, 570 A.2d 950.

Insurance Commissioner’s proposed regulations, which implemented
revisions to nonfault automobile insurance law requiring consumers to
select between two options of coverage for automobile accident-related
bodily injury, did not have to require that coverage selection form
inform consumers of exact dollar amount of premium savings arising
from election. Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845
(A.D.1989), certification denied 118 N.J. 181, 570 A.2d 950.

When promulgating regulations to implement revisions to no-fault
automobile insurance law, Commissioner’s use of term “lawsuit thresh-
old” in buyer’s guide and coverage selection form, as opposed to
“verbal threshold”, did not lead to confusion. Emmer v. Merin, 233
N.J.Super. 568, 559 A.2d 845 (A.D.1989), certification denied 118 N.J.
181, 570 A.2d 950.

Buyer’s guide and coverage selection form in regulations promulgat-
ed by Insurance Commissioner to implement revisions to no-fault
automobile insurance law did not contain inherent bias or confusion on
basis that Commissioner made reference to “basic limit” as opposed to
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“basic tort option.” Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845
(A.D.1989), certification denied 118 N.J. 181, 570 A.2d 950.

Buyer’s guide and coverage selection form which gave basic tort
option, as opposed to no-threshold option, a favorite status, was
justifiable. Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.
1989), certification denied 118 N.J. 181, 570 A.2d 950.

Insurance Commissioner acted properly when he required that cover-
age selection form contain provision referring consumers to their
automobile insurance companies in event of questions on coverage.
Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.1989), certifi-
cation denied 118 N.J. 181, 570 A.2d 950.

11:3-15.8 (Reserved)

New rule, R.1989 d.117, effective February 21, 1989.

See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).
Section was “selection of coverage options”.

Repealed by R.1989 d.624, effective December 18, 1989 (operative
January 1, 1990).

See: 21 N.J.R. 3244(a), 21 N.J.R. 3922(a).

11:3-15.9 Use of Coverage Selection Form

(a) For all new policies, an insurance company or an
insurance producer with the company’s binding authority
shall receive a signed Coverage Selection Form indicating
the prospective insured’s coverage choices. Coverage shall
not become effective until the signed Coverage Selection
Form is received from the named insured, unless otherwise
authorized by law.

(b) For all policy renewals, the insurance company shall
provide its Coverage Selection Form to the named insured
with the notice of renewal. For mid-term policy changes,
the insurance company shall provide its Coverage Selection
Form to the named insured upon his request for a mid-term
change when the change is required to be made on the
Form. Coverage may be renewed or amended, with or
without the signed Coverage Selection Form from the
named insured, except as set forth in (b)1i through vi below
where a signed Coverage Selection Form is required.

1. An insurance company may require the receipt by it
or an insurance producer with the company’s binding
authority of a signed Coverage Selection Form for any
coverage change; provided, however, that an insurance
company shall require the receipt by it or an insurance
producer with the company’s binding authority of a signed
Coverage Selection Form for any of the coverage changes
in (b)li to vi below.

i. The election of the “No Threshold” option;

ii. Changing from the “No Threshold” option to the
“Lawsuit Threshold” option;

iii. When the named insured desires collision or
comprehensive deductibles other than $500.00;

iv. When the named insured desires to change to
the $500.00 deductible for collision or comprehensive
coverage; .
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v. When the named insured desires his health insur-
ance carrier to be the primary insurer for PIP medical
expense coverage benefits; or

vi. When the named insured desires his auto insur-
ance carrier to be the primary insurer for PIP medical
expense coverage benefits.

(c) The coverage changes in (b)1i through vi above shall
become effective in the following manner, except when
coverage for comprehensive or collision is effected by a
required inspection pursuant to N.J.A.C. 11:3-36.

1. For all new policies and mid-term policy changes
required to be made on the Coverage Selection Form, the
choices on the Coverage Selection Form shall be effective
the day following the date of postmark or, when personal
delivery is made or the postmark is illegible, the day
following receipt of the Form by the insurance company
or an insurance producer with the company’s binding
authority;

2. For changes upon renewal, the changes required to
be made on the Coverage Selection Form shall be effec-
tive on the date of the next policy renewal if postmarked
or received by the insurance company or by an insurance
producer with the company’s binding authority prior to
the renewal date.

New Rule: R.1989 d.624, effective December 18, 1989 (operative
January 1, 1990).

See: 21 N.JLR. 3244(a), 21 N.J.R. 3922(a).

Amended by R.1990 d.580, effective November 19, 1990 (operative
January 1, 1991).

See: 22 N.JL.R. 1681(a), 22 N.J.R. 3488(b).
Amended to clarify when a Coverage Selection Form must be used

and when the changes made thereon become effective.

R.1992 d.218, effective May 18, 1992.

See: 24 N.J.R. 523(a), 24 N.J.R. 1898(b).
In (c), added exception regarding comprehensive and collision.

Case Notes

Insured was not entitled to jury trial in suit for reformation of
automobile policy. Weinisch v. Sawyer, 123 N.J. 333, 587 A.2d 615
(1991).

Direct writing insurer was not responsible for insured’s inadequate
underinsured motorist (UIM) coverage. Andriani v. New Jersey Mifrs.
Ins. Co., 245 N.J.Super. 252, 584 A.2d 875 (A.D.1991), certification
denied 126 N.J. 327, 598 A.2d 886.

Client-initiated contacts with insurance brokers can result in broker’s
duty to exercise skill and possess knowledge concerning coverages.
Avery v. Arthur E. Armitage Agency, 242 N.J.Super. 293, 576 A.2d 907
(A.D.1990).

Insurer’s buyer’s guide and coverage selection form complied with
regulations regarding optional underinsured motorist coverage. Avery
v. Arthur E. Armitage Agency, 242 N.J.Super. 293, 576 A.2d 907
(A.D.1990).

Insurer and agent were not liable in allegedly failing to inform
insured about higher levels of underinsured motorist coverage. Pinto v.
Garretson, 237 N.J.Super. 444, 568 A.2d 119 (A.D.1989).
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Insured was not entitled to underinsured motorist benefits for bodily
injury; insurance carried by two vehicles which struck his automobile
was greater than the amount of uninsured motorist coverage which he
could have obtained. Pinto v. Garretson, 237 N.J.Super. 444, 568 A.2d
119 (A.D.1989).

11:3-15.10 Effect on other notice requirements

The Buyer’s Guide and written notice incorporate and
therefore satisfy any and all other notice requirements
previously set forth for the coverage options required by the
New Jersey Automobile Reparation Reform Act, the New
Jersey Automobile Insurance Reform Act of 1982 and the
New Jersey Automobile Insurance Freedom of Choice and
Cost Containment Act of 1984,

Recodified from N.J.A.C. 11:3-15.9, R.1989 d.624, effective December
18, 1989 (operative January 1, 1990).
See: 21 N.J.R. 3244(a), 21 N.J.R. 3922(a).

11:3-15.11 Penalties

Failure to comply with the provisions of this subchapter
may result in the imposition of penalties as prescribed by
law.

New rule, R.1989 d.117, effective February 21, 1989.

See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b).

Recodified from N.J.A.C. 11:3-15.10, R.1989 d.624, effective December
18, 1989 (operative January 1, 1990).

See: 21 N.J.R. 3244(a), 21 N.J.R. 3922(a).

SUBCHAPTER 16. RATE FILING
REQUIREMENTS: VOLUNTARY MARKET
PRIVATE PASSENGER AUTOMOBILE
INSURANCE

Authority

NJ.S.A. 17:1-8.1; 17:1C-6(e); 17:29A-1 et seq.; 17:29A-36.2 and
36.3; 17:29A-44 and P.L. 1990, c.8.

Source and Effective Date

R.1990 d.116, effective Februafy 5, 1990.
See: 21 N.J.R. 2182(a), 22 N.J.R. 399(a).

11:3-16.1 Purpose and scope

(a) This subchapter establishes data, filing format and
preferred ratemaking requirements for all private passenger
automobile rate filings for the voluntary market, in imple-
mentation of N.J.S.A. 17:29A-1 et seq. and as required by
N.J.S.A. 17:29A-36.2.

(b) This subchapter applies to all insurers making private
passenger automobile insurance rate filings for the voluntary
market in this State.

(c) These requirements apply to all rate filings made by
insurers for the revision of base rates; informational filings
to be made on July 1 of each year pursuant to N.J.S.A.
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17:29A-36.2b; and those filings made under the flex rate
provisions of N.J.S.A. 17:29A-44.

(d) Any insurer wishing to effect the rate level by chang-
ing rates, rules or forms must file data pursuant to this
subchapter.

Emergency Amendment, R.1990 d.621, effective November 26, 1990

(expired January 25, 1991).

See: 22 N.J.R. 3790(a).

Expanded (d) to require filing of data pursuant to this subchapter.
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).

Provision of emergency amendment, R.1990 d.621, readopted without
change.

11:3-16.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the con-
text clearly indicates otherwise:

“Accident year” means the 12-month period covering the
occurrences during that period.

“Advisory organization” means every group, association
or other organization of insurers, whether located within or
outside this State, which assists insurers which make their
own filings or rating organizations, in ratemaking, by the
collection and furnishing of loss or expense statistics, but
which does not make filings.

“Affiliate” means an insurer that directly, or indirectly
through one or more intermediaries, controls, or is con-
trolled by, or is under common control with, the insurer
making a filing.

“AIP” means the Automobile Insurance Plan which, prior
to January 1, 1984, issued policies providing insurance cov-
erage for personal private passenger automobiles in accor-
dance with N.J.S.A. 17:29D-1.

“AIRE” means the Automobile Insurance Risk Exchange,
established pursuant to N.J.S.A. 39:6A-21.

“All other coverages” means insurance for towing and
labor, accidental death and dismemberment, extended medi-
cal benefits, additional personal injury protection, rental
reimbursement and any other items included in Lines 19.1,
19.2 or 21.1 of Page 14 of the Statutory Annual Statement,
which are for private passenger automobile non-fleet expo-
sures, except those items defined as “coverages”.

“Amount(s) paid to the MTF” includes all payments
actually made by insurers to the MTF, which are to be
credited as all or part of the insurer’s apportionment share
of MTF losses, pursuant to N.J.S.A. 17:33B-11d and the
MTF Plan of Operation, including any payment made on
account of the insurer’s liability or in response to an Order
of the Commissioner directing that payment be made.

“Base rate” means the rate inclusive of expense fee by
coverage for basic limit of liability or $500.00 deductible
collision or comprehensive for a single car adult pleasure
risk.
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“Case reserves” means the reserves for reported claims
whether determined by judgment or set by formula.

“Claim” means a request for payment for a loss which
comes under the terms of an insurance contract.

“Commissioner” means the Commissioner of the New
Jersey Department of Insurance.

“Consistent levels” means the same point in time, but not
a future point in-time.

“Control” is as defined in N.J.S.A. 17:27A-1.

“Coverages” means insurance for bodily injury liability,
property damage liability, basic personal injury protection,
collision, comprehensive and uninsured/underinsured motor-
ists.

“Department” means the New Jersey Department of
Insurance.

“Exposure” means one car insured for one year, or two
cars insured for six months each, etc.

“External trend data” means trend data derived from
experience other than on policies issued by the filer.

“Filer” means any insurer who makes an annual informa-
tional filing, flex rate filing or rate filing requiring prior
approval pursuant to these rules.

“Flex rate” means a Statewide average rate change as set
forth in N.J.S.A. 17:29A-44,

“Flex rate filing” means a filing made to adjust rates
within the limits provided by N.J.S.A. 17:29A—44 and any
applicable Orders of the Commissioner issued pursuant to
N.J.A.C. 11:3-16A.

“Group of coverages” means liability coverages (to in-
clude bodily injury liability, property damage liability, per-
sonal injury protection and uninsured/underinsured motor-
ists) and physical damage coverages (to include collision and
comprehensive).

“IBNR” or “incurred but not reported loss” means losses
which have been incurred but have not yet been reported as
of a specified date.

“Informational filing” means a filing made annually on
July 1 in accordance with N.J.S.A. 17:29A-36.2b.

“Internal trend data” means trend data derived from the
experience of the filer related to the policies it issues.

“Loss development triangle” means a display of losses
showing accident year data by evaluation date. The acci-
dent years shall be shown vertically and the evaluation dates
shown horizontally. The first evaluation date shall be three
months after the end of the accident year; subsequent
evaluations shall be at 12-month intervals. IBNR shall be
shown as a separate number at the latest evaluation date for
each year displayed.
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“MTF” means the Market Transition Facility established
pursuant to N.J.S.A. 17:33B-11.

“NJAFIUA” means the New Jersey Automobile Full
Insurance Underwriting Association established pursuant to
N.J.S.A. 17:30E-1 et seq.

“Public Advocate” means the Division of Rate Counsel,
New Jersey Department of the Public Advocate.

“Rating organization” means every person or persons,
corporation, partnership, company, society, or association
engaged in the business of ratemaking for two or more
insurers. '

“Rating system” means every schedule, class, classifica-
tion, rule, guide, standard, manual, table or rating plan by
whatever name described containing the rates and rules
used by any insurer in determining or ascertaining a rate.

““Reasonable total rate of return” means that rate of
return appropriate for an enterprise given the risk involved.

“Small filer” means a filer with less than 0.5 percent of
the New Jersey written premiums in the voluntary market
for private passenger automobile insurance for the most
recently available prior calendar year.

“Total rate of return” means underwriting return and
investment return on both reserves plus capital and surplus,
related as a percentage to capital and surplus.

“UCJF” means the Unsatisfied Claim and Judgment
Fund, established pursuant to N.J.S.A. 39:6-61 et seq.

Emergency Amendment, R.1990 d.621, effective November 26, 1990

(expired January 25, 1991).

See: 22 N.J.R. 3790(a).

Added definitions for “advisory organization”, “affiliate”, “base
rate”, “control”, “group of coverages”, “MTF”, “NJAFIUA” and “rat-
ing organization”. )

Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).

Provision of emergency amendment, R.1990 d.621, readopted with

changes effective February 19, 1991.
Amended by R.1993 d.158, effective April 5, 1993.
See: 24 N.J.R. 4486(a), 24 N.J.R. 56(a), 25 N.J.R. 1543(a).

Added “Amount(s) paid to the MTF”.

11:3-16.3 General requirements and filing format

(a) The data requirements set forth in this subchapter are
minimum requirements. The filer may submit any other
data it believes to be relevant in justifying proposed rate
changes. If the filer has not collected portions of this
information in the past, or has not collected it in a form so
as to facilitate reporting, it is not required to compile it
retrospectively. All filers shall begin collecting this informa-
tion in a manner so as to facilitate reporting no later than
January 1, 1991 and report data so collected on filings made
or required to be made on or after April 1, 1992, If a filer
has collected this information, it may be included on filings
made or required to be made prior to April 1, 1992.
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(b) Separate insurance companies that are affiliated by a
parent-subsidiary or any group relationship and that choose
to submit a single filing for the group shall provide the
minimum data requirements set forth in N.J.A.C. 11:3-16.8
and 16.9, and make the rate level calculation set forth in
N.J.A.C. 11:3-16.10, either:

1. Separately for each company with a different rate
level or different underwriting guidelines; or

2. Combined for those companies of the group which
use a common rating system, including both base rates
and underwriting guidelines, or when the difference is
based only on expense differences.

(c) Small filers need not provide all of the information
required by NJ.A.C. 11:3-16.8(c) and (d); more limited
requirements are set forth in those sections. Notwithstand-
ing this, any filing by a small filer for a rate change shall
include sufficient justification for all factors used.

(d) All filings shall be submitted to the Department at
the following address:

New Jersey Department of Insurance
Property/Liability Division

20 West State Street

CN 325

Trenton, New Jersey 08625-0325

(e) A copy of all rate change filings submitted pursuant
to N.J.S.A. 17:29A-14 or N.J.S.A. 17:29A-44 shall be sub-
mitted simultaneously to the Public Advocate at the follow-
ing address: ‘

Department of the Public Advocate
Division of Rate Counsel

31 Clinton Street

P.O. Box 46005

Newark, New Jersey 07101

(f) All filings shall be accompanied by a New Jersey
Department of Insurance transmittal form (Form AMB-10,
incorporated herein by reference Exhibit D in the Appen-
dix).

(g) All filings shall be accompanied by the following
certification signed by an officer of the filer: “I
certify that the attached filing complies with all statutory
and regulatory requirements and that all the information it
contains is true and accurate. I further certify that I am
authorized to execute this certification on behalf of the
filer.”

(h) Each filer shall submit prior approval filings in loose
leaf form inserted into standard three-ring binders. The
loose leaf sheets used in the filing shall be eight and one-
half inches wide and 11 inches long and punched for three
hole standard binders. Only one side of the page shall be
used. Each page shall be consecutively numbered.
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(i) The margin at the top of each page shall show the
filer’s name, filer’s identifying number for this filing, NAIC
company number(s) and NAIC group number. The right
hand side of the page shall show the section, exhibit and
sheet number.

(i) Except for filers with less than 40,000 exposures in the
prior year, after January 1, 1991, each flex rate filing when
made, or other rate change filing when effective, shall be
accompanied by a computer disk(s) that contains the rating
system to be implemented.

1. The computer disk may be either 5.25 inch 360 KB
or 3.5 inch 1.44 MB.

2. The computer disk shall include a program and
data such that when an insured’s characteristics (for ex-
ample, coverage, policy limits, use of auto, territory, etc.)
are input, the rate to be charged by coverage is deter-
mined. The program shall allow both the input and the
output information to be printed in hard copy.

3. The computer disk(s) shall be accompanied by
complete and straightforward instructions for use of the
program.

(k) All data shall be reported on a direct basis exclusive
of business ceded to reinsurers or reinsurance assumed from
other companies. Notwithstanding this provision, transac-
tions with the UCJF shall be reported as set forth in
NJ.A.C. 11:3-16.8(d)1, 11:3-16.9(a)3 and 11:3-16.10(c)3.

() Data submitted in any rate filing shall report only
voluntary market experience and shall not include experi-
ence derived from risks insured through any assigned risk
plan established pursuant to N.J.S.A. 17:29D-1.

For the purpose of this subsection, “voluntary market” shall
include risks insured by the filer in the voluntary market
during any period of time certified by the Commissioner for
the cessation of acceptance of applications or the issuance
of new policies by the assigned risk plan pursuant to
N.J.S.A. 17:29D-1d.

Emergency Amendment, R.1990 d.621, effective November 26, 1990

(expired January 25, 1991).

See: 22 N.JLR. 3790(a).

Provisions added to confirm that rate filings should contain only
voluntary market data and not include data from risks that may be
insured through the assigned risk plan to be instituted pursuant to
section 34 of the Act.

Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.L.R. 3790(a), 23 N.J.R. 514(a).

Provision of emergency amendment, R.1990 d.621, readopted with

changes effective February 19, 1991.

11:3-16.4 Insurer informational filings due July 1 of each
year

(a) Informational filings shall be made by all insurers
transacting private passenger automobile insurance in the
voluntary market, including all individual members and sub-
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scribers of rating organizations, pursuant to N.JS.A.
17:29A-36.2b.

(b) The information filing shall consist of the following
documents:

1. The insurer’s Excess Profits Report for each com-
pany filed pursuant to N.J.A.C. 11:3-20. In lieu of
providing copies, the filer may submit a certification of an
officer that the report has been filed and is incorporated
by reference.

2. Such other specific information on a particular
subject at a particular time as the Commissioner may
require by Order.

Emergency Amendment, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Deleted (b)2. through 8.; added new 2.
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Provision of emergency amendment, R.1990 d.621, readopted with
changes effective February 19, 1991,
Amended by R.1995 d.171, effective March 20, 1995.
See: 27 N.J.R. 41(a), 27 N.J.R. 1190(b).

11:3-16.5 Insurer flex rating filings

(a) Any insurer that desires to increase its rates in accor-

dance with the flex rate provisions of N.J.S.A. 17:29A-44
and applicable Orders of the Commissioner issued pursuant
to N.J.A.C. 11:3-16A shall provide the following informa-
tion in support of its flex rate filing:

1. A cover letter notifying the Department of its
intention to adjust rates according to the provisions of
N.J.S.A. 17:29A-44 and applicable Orders of the Com-
missioner issued pursuant to N.J.A.C, 11:3-16A; a state-
ment of the percentage and total dollar amount of the
increase in rates by coverage for each company included
in the filing with subtotals by group of coverages and a
grand total (including the variable portion plus expense
fees but excluding the policy constant and RMEC) in the
format of Exhibit E in the Appendix incorporated herein
by reference; a statement containing the effective date of
the change; and the name, telephone number and mailing
address of the company officer familiar with the filing to
whom inquiries about the filing may be directed;

2. A checklist that sets forth the information in Exhib-
it Al in the Appendix incorporated herein by reference;

3. The Excess Profits Report (required by N.J.A.C.
11:3-20). In lieu of providing copies, the filer may
submit a certification by an officer that the document has
been filed and is incorporated into the filing by reference.

4. An exhibit that illustrates that the new rates are
within the range permitted by Order of the Commissioner
issued pursuant to N.J.A.C. 11:3-16A.,

i. When coverages are combined (for example, bod-
ily injury liability and property damage liability) the
method of combining shall be shown.
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ii. When bodily injury liability is combined with any
other coverage or coverages, the method of combining
shall be shown separately for each tort threshold.

5. The manual rating pages and computer disk(s)
containing the flex rate system to be implemented, accom-
panied by an explanatory memorandum showing the cal-
culation of the new manual rates, using the current
manual rates as the starting point in the calculation, and
showing the calculation of the current and proposed
average rates, including the average variable portion and
average expense fees for each coverage. The memoran-
dum shall also include the Department’s file number and
effective data of use for the current rates.

Emergency Amendment, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 NUJ.R. 3790(a).
Amended to implement provisions of the Fair Automobile Insurance
Reform Act of 1990, P.L. 1990, c8.
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Provision of emergency amendment, R.1990 d.621, readopted without
change.
Amended by R.1992 d.189, effective April 20, 1992.
See: 23 N.J.R. 3199(a), 24 N.J.R. 1504(a).
Rate calculation to be included in memo.
Amended by R.1995 d.171, effective March 20, 1995.
See: 27 N.J.R. 41(a), 27 N.J.R. 1190(b).

11:3-16.6 Insurer filings for rates requiring prior approval

(a) Any insurer that desires to modify its rates or rating
system in a manner other than that provided by N.J.S.A.
17:29A~44 and Orders of the Commissioner issued pursuant
to N.JLA.C. 11:3-16A regarding flex rates shall provide the
following information in support of its application:

1. A cover letter notifying the Department of its
intention to modify its rating system in a manner that
requires prior approval, pursuant to N.J.S.A. 17:29A-14;
a statement describing the proposed changes, which shall
include the percentage and total dollar amount of any
change in rates for each company included in the filing
with subtotals by groups of coverages and a grand total
(including the variable portion plus expense fees, but
excluding the policy constant and RMEC) by coverage
and overall; and the name, telephone number and mail-
ing address of the company officer familiar with the filing,
to whom further inquiries about the filing may be direct-
ed;

2. A checklist that sets forth the information in Exhib-
it AII in the Appendix incorporated herein by reference;

3. A narrative overview that sets forth the contents of
the filing, and explains the reasons and procedures used
to derive the rate change requested;

4. Data concerning the premiums, losses and loss
adjustment expenses, as specified in N.J.A.C. 11:3-16.8;

5. Data concerning the expense and profit provisions,
as set forth in N.J.A.C. 11:3-16.9;
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6. Rate calculation, as set forth in NJ.A.C.
11:3-16.10; and

7. Data described in N.J.A.C. 11:3-16.8, 169 and
16.10 shall be submitted in written copy and, except for
purely textual information, on an MS-DOS formatted
disk(s). Filers with fewer than 20,000 exposures in the
prior year are exempt from submitting the formatted disk.
The disk(s) may be either 5.25 inch 360 KB or 3.5 inch
1.44 MB. The information shall be provided in a Lotus
1-2-3 or compatible spreadsheet. The left and top mar-
gins of each page shall indicate the row and column
respectively of all data on the page. Each page of written
copy shall also display in the bottom right corner the
name of computer file and disk on which it is contained.
All calculated values shall be given as a formula in the
spreadsheet.

(b) All rate filers shall submit data in support of their
application for approval of their proposed rating system
based on their own loss experience to the extent it is
credible (N.J.A.C. 11:3-16.8), their own expense and profit
provisions (N.J.A.C. 11:3-16.9) and their own rate calcula-
tion (N.J.A.C. 11:3-16.10).

(¢) Upon approval insurers shall file manual rating pages
and computer disk(s) containing the rating system on or
before the effective date of the rates.

Emergency Amendment, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Provisions to implement the Fair Automobile Insurance Reform Act
of 1990, P.L. 1990, c.8.
Adopted Concurrent Proposal; R.1991 d.91, effective January 25, 1991.
See: 22 N.JLR. 3790(a), 23 N.J.R. 514(a).
Provision of emergency amendment, R.1990 d.621, readopted without
change.

11:3-16.7 Jointly developed historical data

(a) In connection with the dissemination of historical
data by rating organizations or advisory organizations for
ratemaking purposes, insurers shall comply with the follow-
ing:

1. Historical data that may be compiled and dissemi-
nated by rating organizations or advisory organizations for
use by insurers in ratemaking includes:

i. Written and earned premiums and exposures
which may be adjusted to consistent levels;

ii. Losses paid;

iii. Reserves for reported claims (whether deter-
mined by judgment or set by formula by the insurers);
and

iv. Claim counts.

2. For the purposes of this section, “compilation of
historical data” includes:

i. Checking the data for accuracy and completeness
and excluding data which is inaccurate or incomplete;

ii. Selection of experience (for example, type of
business, type of vehicles, accident year or calendar
year basis, and deductibles for physical damage);

iii. Selection of number of years;

iv. Calculation of claim cost and frequency, pure
premiums, the combination of paid and outstanding
losses into incurred losses and the conversion of car
months into car years;

v. Compiling losses on a basic and excess limits
basis for liability and adjusting losses to a common
deductible level for physical damage; and

vi. The organization of or calculations on historical
data according to classification detail such as territory,
class, etc.

3. The following are not historical data and may not
be disseminated for use in ratemaking:

i. Estimates of future values of any data compiled
under (a)1 and 2 above;

ii. Reserves for claims which have been incurred
but not reported (IBNR);

ili. Operating expenses and profit provisions, in-
cluding unallocated loss adjustment expenses; and

iv. Trending.

4. Except for activities as a designated statistical agent
or activities involved in the creation and maintenance of
vehicle series rating systems for private passenger auto-
mobile collision and comprehensive coverages, the follow-
ing are not historical data and may not be disseminated
for use in ratemaking:

i. Credibility weights to be used to project future
values;

ii. Loss smoothing when used to project future val-
ues;

iii. Selection of weights when it is done to select
future values;

iv. Relativities and relativity analysis when it is per-
formed as part of a projection of future values; and

v. Final trended “pure premium” or “loss cuts”.

(b) For purposes of this section, “losses paid” and “re-
serves for reported claims” may include allocated loss ad-
justment expenses if it is indicated that allocated loss adjust-
ment expenses are included and are limited to the following
expenses which can be allocated to a particular claim: -

i. Attorneys fees for claims in suit; and

ii. Court and other specific items of expense such
as: medical examinations to determine the extent of a
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company’s liability; expert, medical or other testimony;
Iaboratory, x-ray and autopsy; stenographic; witnesses
and summonses; and copies of documents.

(c¢) For the purposes of this section, “allocated loss ad-
justment expenses” shall not include: salaries and traveling
expenses of company employees other than amounts allocat-
ed as attorneys’ fees for costs in suit; overhead; and fees
paid to independent adjusters, or attorneys, for adjusting
claims.

(d) For purposes of this section, “trending” includes all
projections of future costs and any representation of past
costs adjusted by a mathematical or non-mathematical pro-
cess. It does not, however, include displays of historical
average costs or frequency, or the display of historical data
(for example, loss development triangles with historical link
ratios) from which an insurer can independently calculate
future loss development.

(e) Projections of the number and dollar value of in-
curred and/or paid known claims at future evaluation dates
may not be disseminated.

(f) Data on the number and dollar value of claims which
have been closed but are expected to reopen may not be
disseminated.

(g) Projections of the increase in number and dollar value
of claims due to changes in the judicial and regulatory
environments, legislative changes and economic variables
such as inflation may not be disseminated.

(h) Except as provided in (a) above, marketing data, rate
data and rate manuals may not be exchanged.

(i) Insurers may use symbol, vehicle series and model
year rating programs for physical damage coverages; jointly
develop symbol assignments, vehicle series and model year
data; and jointly determine adjustments to symbol assign-
ments.

Emergency Repeal and New Rule, R.1990 d.621, effective November

26, 1990 (expired January 25, 1991).

See: 22 N.J.R. 3790(a).

Formerly entitled Rating Organization Filings; new rule to imple-
ment section 69 of the Fair Automobile Insurance Reform Act of 1990,
P.L. 1990, c.8.

Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).

Provision of emergency amendment, R.1990 d.621, readopted with
changes effective February 19, 1991.

Amended by R.1995 d.288, effective June 5, 1995.
See: 27 N.J.R. 1356(a), 27 N.J.R. 2232(b).
Rewrgte (i), extending its application indefinitely.

11:3-16.8 Premium, loss and loss adjustment expense data

(a) Filers shall provide the following data regarding New
Jersey premium, loss and loss adjustment expense:
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1. For each coverage, or combined coverages when
the premium is inseparable, calculate earned premium at

_present rates using either the extension of exposures or

on level factor methodologies. Provide the rate level
history. Provide the underlying calculations and indicate
how such calculations were produced and supply support-
ing documentation for a sample of such calculations and
justification of any factors used where the on level factor
methodology is used. Provide the justification for the
selected use of a particular method in calculating the rate
level. Provide this information either at basic limits or at
total limits.

2. For each coverage and each experience year used
in setting the overall rate level, the following information
at total limits and, at the filer’s option, basic limits:

i. Direct earned exposures measured in car years;
ii. Incurred losses;

iii. Applicable loss development factor (aged to ulti-
mate);

iv. Paid or incurred allocated loss adjustment ex-
penses;

v. Paid or incurred unallocated loss adjustment ex-
penses;

vi. Ultimate incurred losses and loss adjustment
expenses;

vii. Trend factor; and

viii. Trended ultimate incurred losses and loss ad-
justment expenses.

3. Whenever New Jersey losses are separated into
catastrophe and non-catastrophe losses, include a clear
description and justification of the standard used to sepa-
rate such losses. In determining a catastrophe loading,
include as many years of data as available but at least 10
years. Provide an explanation if the data base from
which the catastrophe loading is derived differs from that
on which the rate level change is based.

4, Territorial rate calculations including earned premi-
ums, earned exposures, incurred losses, and the number
of claims by territory separately for each coverage and
each of the years used to determine the territorial relativi-
ties, or for each of the last three years, whichever is
greater.

5. All information related to the derivation of classifi-
cation differentials contained in the filing. Include the
following minimum information:

i. All data and worksheets used and judgments
made; '

ii. A description of the methodology used to arrive
at the differentials; and

-
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iii. A description of the application of the method-
ology to this filing.

6. For all incurred loss adjustment expense data con-
tained in the filing, show the related incurred losses used
to determine any loss adjustment expense loadings.

(b) Filers shall provide all information related to the
derivation of credibility factors contained in the filing, spe-
cifically including the following information:

1. All data and worksheets used and judgments made;

2. A description of the methodology used to derive
the factors; and

3. A description of the application of the methodology
to this filing,

(c) Each filer, except small filers, shall provide the data in
(c)1 through 9 below. Small filers shall provide the data in
(c)4, 5, and 6 below:

1. All information related to the derivation of loss
development factors contained in the filing specifically
including:

i. All data and worksheets used and judgments
made;

ii. A description of the methodology used to derive
the factors; and

ili. A description of the application of the method-
ology to this filing.

2. For each coverage, complete loss development tri-
angles for the 10 latest available accident years at each
and every annual evaluation date from 15 months to 123
months for basic Personal Injury Protection (“PIP”) and
Bodily Injury Liability (“BI”’), 15 months to 75 months for
Property Damage Liability (“PD””) and uninsured/under-
insured motorists, and 15 months to 51 months for colli-
sion and comprehensive if accident year data is used by
the filer to develop its rate level indications for collision
and comprehensive coverages. Provide the corresponding
nine-year, five-year and three-year average loss develop-
ment factors derivable from these triangles. (These are
minimum requirements. The filer may present additional
accident years, further evaluations and other averages of
factors); “

3. The information in (c)2 above for total limits paid
losses;

4. The information in (c)2 above for total limits in-
curred losses;

5. The information in (c)2 above for basic limits in-
curred losses if used by the filer to develop its rate level
indications;

6. For liability coverages only, the information in (c)2
above for allocated loss adjustment expenses on a paid or
incurred basis. Alternatively, if allocated loss adjustment
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expenses are not available separately, the filer shall pro-
vide incurred losses and allocated loss adjustment ex-
penses combined and so indicate on the filing;

7. The information in (c)2 above for the number of
paid claims;

8. The information in (c)2 above for the number of
incurred claims; and '

9. A statement regarding any changes in the filer’s
case loss reserving practices during the last five years.

(d) Each filer, except small filers, shall provide the fol-
lowing data regarding trend factors and their application:

- 1. All internal loss trend data on a calendar year paid
and, at the filer’s option, incurred basis shown separately
for frequency and severity for the latest available five
calendar years on a quarterly year ending basis for all
coverage on both a countrywide and New Jersey basis.
Bodily injury liability and property damage liability trend
data shall be given at total limits and, at the filer’s option,
basic limits. Basic personal injury protection (“PIP”)
data shall be given at a per person limit retained by the
insurer according to N.J.S.A. 39:6-73.1 (375,000 of insurer
payments). Physical damage coverages shall be shown on
the basis of the $500.00 deductible or all deductibles
combined adjusted to the $500.00 deductible basis. In
the latter case the filer shall provide an explanation of the
methodology for adjusting other than $500.00 deductible
data to the $500.00 deductible level.

2. For all trend data described above, calculate annual
trénd factors along with “T” statistics and the coefficient
of correlation. This shall be done from a least-squares
regression with time being the independent variable.

i. Include trend results calculations for at least two
of the latest six, nine, 12, 16 and 20-point periods;

il. Include a side-by-side comparison of the actual
data and fitted data; and

ili. Include calculations on both an exponential and
straight line basis.

3. All information related to the derivation of trend
factors contained in the filing specifically including:

i. All data used, worksheets used, and judgments
made;

ii. A description of the methodology used to derive
the factors; and

ili. A description of the application of the method-
ology to this filing.

4. Information, including studies, analyses, and fact
sheets regarding the effects (both countrywide and in New
Jersey) of the items described in (d)4i through vi below if
the filer has either compiled the information itself or
relied upon outside information in the support of the
filing. If the effects of such studies, etc., have been

Supp. 10-16-95
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incorporated into the rate filing, describe in detail the
methodologies used. Provide this information for the
following:

i. Changes in seatbelt use;

ii. Use of passive restraint systems, including air
bags, and any other safety or anti-theft devices includ-
ing, but not limited to, anti-lock braking systems; and
automatic traction control systems;

ili. Changes in the drinking age;

iv. Changes in the price and amount of gasoline
purchased;

v. Changes in the average miles driven; and

vi. Other legislative, regulatory, social, or economic
factors that have an impact on loss frequency or severi-
ty, including, but not limited to, the effects of the Fair
Automobile Insurance Reform Act of 1990, P.L. 1990,
c.8.

(e) Each filer shall provide the following regarding
changes in the New Jersey premium base and exposures:

1. Data on the mix of written exposures by different
policy terms for the latest three years. Include both the
number of written exposures and the amount of written
premium for different policy terms;

2. Calculate the trend in the average model year and
symbol relativities for collision and comprehensive cover-
ages separately during the most recent five calendar years.
Explain how these trends were calculated and provide all
intermediate calculations. Show the average age/model
year and average symbol relativity for each of the latest
five calendar years. Include the distributions of written
exposure by age/model year and symbol for comprehen-
sive and collision coverages separately for each of the
latest five calendar years; and

3. The most recent five-year history of the distribu-
tion, by deductible amount, of written exposures and
premium of comprehensive and collision coverages pur-
chased.

(f) Filers shall provide the following regarding limitations
applicable to the filing:

1. Limitations on losses and/or loss adjustment ex-
penses included in the statistical data used in the filing;

2. Limitations on the extent of the rate level change
by coverage;

3. Limitations on the extent of territorial rate changes;

4. Limitations on the extent of classification rate
changes; and

5. Any other limitations applied.

Supp. 10-16-95

(g) Filers shall provide the following New Jersey calendar
year data on a direct business basis by coverage and group
of coverages:

1. The amount of earned premium, incurred losses,
incurred allocated and unallocated loss adjustment ex-
penses for each of the latest five complete calendar years;
and

2. The number of incurred claims (all limits combined
and all deductibles combined) by coverage and allocated
loss adjustment expenses for each of the latest five com-
plete calendar years.

(h) Filers shall show the overall Statewide rate change
indicated by coverage.

(i) Filers shall provide any additional information specifi-
cally requested by the Department which may be necessary
to constitute a proper rate filing.

Emergency Amendment, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Changes to implement the Fair Automobile Insurance Reform Act of
1990, P.L. 1990, c.8.
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Provision of emergency amendment, R.1990 d.621, readopted with
changes effective February 19, 1991.
Amended by R.1992 d.189, effective April 20, 1992.
See: 23 N.J.R. 3199(a), 24 N.J.R. 1504(a).
Basic limits included at filer’s option.

11:3-16.9 Data requirements for expense and profit
provisions

(a) Filers shall provide the data in (a)1 through 6 below
regarding expenses:

1. All information related to the derivation of expense
provisions contained in the filing specifically including:

i. All data and worksheets used and judgment
made;

ii. A complete description of the methodology used
to derive the provisions; and

iii. Details on the application of the methodology to
this filing;

2. Average incurred expenses per exposure on a New
Jersey basis (explain the basis of allocation) and on a
countrywide basis for each of the last five complete
calendar years for the following expense categories:

i. Commission and brokerage;
ii. Other acquisition expenses;
ili. General expenses; and

iv. Taxes, licenses and fees;

3-74
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3. The derivation of the expense flattening as required
by N.J.S.A. 17:29A-37. The expense flattening calcula-
tion shall exclude the UCJF assessment for the excess
medical benefits reimbursed to insurers by that fund.
The expense shall be applied by coverage;

4, All data shall be on a direct basis excluding AIRE
assessments and reimbursements;

5. New Jersey private passenger automobile insurance
expense data separately for the most recent three com-
plete calendar years using the format of the Underwriting
Investment Exhibit, Part 4—Expenses of the Statutory
Annual Statement; and

6. AIRE assessment and reimbursements in dollars
and as a percent of bodily injury liability paid losses for
the most recent five complete accident years evaluated as
of March 31 of the current year.

(b) Filers shall provide the following data regarding pro-

posed rates:

1. Proposed rates for each territory and coverage
together with their derivation;

2. Classification differentials, with descriptions, if any
proposed changes are being made to the currently ap-
proved classification plan;

3. The calculations showing that the proposed rates
are in compliance with N.J.S.A. 17:29A-36. The base
class rates for the territorial calculations shall be inclusive
of expense fees but exclusive of residual market equaliza-
tion charges and policy constants, and all driving record
surcharges and discounts. The filer's Statewide average
base rate shall be determined from the territorial distribu-
tion for the latest year of data contained in the filing. In
determining rates for principal operators 65 years of age
or older, ratios of rates shall be inclusive of expense fees
and exclusive of surcharges, discounts and policy con-
stants (Residual Market Equalization Charges do not
apply to these risks); and

4, By coverage, a comparison of average Statewide
variable rates and expense fees proposed and currently in
use, along with the number of exposures by coverage.

(c) Filers shall provide the following data regarding in-

vestment earnings:

1. The amount of investment income earned on loss,
loss adjustment expense and unearned premium reserves
in relation to earned premium for private passenger auto-
mobile insurance in New Jersey shall be calculated for the
latest two years and estimated for the current year and
the two following years. Calculations should be provided
in detail including the amount of the composite reserves
of each type (that is, loss, loss adjustment expense and
unearned premium) at the beginning and end of each of
the specified years;
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2. The cash flow pattern from policy inception date
until receipt of premium. This shall be provided by
coverage;

3. The cash flow pattern from policy inception date
for commission and brokerage, other acquisition expenses,
general expenses, assessments, premium taxes, licenses
and fees and any other expense payments; and

4. The cash flow pattern from policy inception date
for losses, allocated loss adjustment expenses, and unallo-
cated loss adjustment expenses.

(d) Filers shall provide the following regarding identifica-
tion and certification of statistical plans:

1. Identification of all statistical plans used or consult-
ed in preparing the filing; and

2. A certification by an officer on behalf of the filer
that the data utilized in the rate filing was collected in
accordance with such plans and is a true and accurate
representation of the insurer’s experience. The certifica-
tion shall identify any data included in the filing that was
‘not collected in accordance with the statistical plan.

(e) Filers shall provide the following information regard-
ing investment earnings on capital and surplus:

1. Given the selected underwriting profit and contin-
gency loadings contained in the filing, the resulting rate of
return on equity capital and on total assets, showing the
derivation on all factors used to produce the calculations;

. and

2. Justification that these rates of return are fair and
reasonable. These calculations shall be performed by
group of coverages.

(f) Filers shall provide also the following:

1. The amount of finance and other miscellaneous
charges collected in New Jersey in connection with the
sale of private passenger automobile insurance;

2. A description of all products and services supplied
or received in transactions between the filer and a parent
company, a wholly-owned subsidiary or an affiliated com-
pany; and

3. Any additional information specifically requested
by the Commissioner which may be necessary to consti-
tute a proper rate filing.

Emergency Amendment, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Changes to implement the Fair Automobile Insurance Reform Act,
P.L. 1990, c.8.
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Provision of emergency amendment, R.1990 d.621, readopted with
changes effective February 19, 1991.

Supp. 10-16-95
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11:3-16.10 Rate calculation using standard ratemaking
methodology

(a) Investment income shall be treated by group of cover-
ages as follows:

1. The calculation of the underwriting profit and con-
tingency loading taking into account investment income
on loss, loss adjustment expense, and unearned premium
reserves shall be calculated in accordance with the Clif-
ford Formula methodology, wherein the combined after-
tax profit from underwriting and investment income on
loss, loss adjustment expense, and unearned premium
reserves is 3.5% of premium.

2. No deductions shall be made for prepaid expenses
unless there is specific documentation included in the
filing that supports the prepayment of those expenses,
which shall include the cash flow pattern from policy
inception date for commission and brokerage, other ac-
quisition expenses, general expenses, assessments, premi-
um taxes, licenses and fees and any other expense pay-
ments.

3. No deductions shall be made for the delayed remis-
sion in premiums unless there is specific supporting docu-
mentation in the filing verifying such delay in the remis-
sion of premiums, which shall include the cash flow
pattern from policy inception date until receipt of premi-
um.

4. The ratio of unearned premium reserves to premi-
um shall be obtained from the appropriate line of busi-
ness from Page 14 of the statutory Annual Statement for
New Jersey. The calculations shall be the direct un-
earned premium reserve divided by the direct premiums
written.

5. The ratio of loss reserves to incurred losses shall be
on-a direct business basis derived from the appropriate
line of business from Page 14 of the Statutory Annual
Statement for New Jersey. The calculations shall be as
follows:

i. The average of the loss reserve (excluding the
reserves for excess medical benefits claims over $75,000
and AIP reserves) at the beginning of the year and at
the end of the year divided by the corresponding in-
curred losses during the year;

ii. The ratio of these reserves to corresponding
losses incurred shall be calculated for the most recent
four calendar years; and

iii. If there is a monotonic change in these ratios,
either up or down, the most recent ratio shall be used
in the calculation. If no such trend exists, the un-
weighted average of the four ratios shall be used in the
calculation.
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6. The ratio of loss adjustment expense reserves to
loss reserves shall be derived from the appropriate line of
business from Part 3A—Unpaid Losses and Loss Adjust-
ment Expenses of the Annual Statement. The calcula-
tions shall be as follows:

i. The unpaid loss adjustment expense divided by
the net losses unpaid excluding loss adjustment ex-
pense;

ii. This ratio shall be calculated for the most recent
four calendar years; and

iii. If there is a monotonic change in these ratios,
either up or down, the most recent ratio shall be used
in the calculation. If no such trend exists, the un-
weighted average of the four ratios shall be used in the
calculation.

7. The expected loss and loss adjustment expense
ratio shall be one minus the underwriting expense ratio,
minus the underwriting profit and contingency ratio, de-
rived from the Clifford Formula.

8. The interest rate used in the calculation shall be a
simple average of the most recent six monthly numbers
for the Moody’s seasoned AAA corporate bond rate as
published in the Federal Reserve statistical release “Se-
lected Interest Rates,” or the insurer’s actual prospective
yield, whichever is higher.

(b) Underwriting expense provisions shall be determined

as follows:

1. New Jersey specific data shall be used to determine
the expense provision for commission and brokerage.
Countrywide data for commissions and brokerage is not
acceptable.

2. New Jersey specific data shall be used for premium
taxes, licenses and fees.

3. New Jersey specific data shall be used for assess-
ments.

4, New Jersey specific data shall be used, if available,
for general expenses and other acquisition expenses.
When New Jersey specific data is not available, country-
wide data allocated to New Jersey may be used. In such
cases, the basis of allocation of countrywide data to New
Jersey shall be explained in specific detail.

S. The projected provision for other acquisition ex-
penses and general expenses shall be based on a separate
trending of the dollar amounts of these items. These
shall not be determined by simply assuming the same
ratio of these items to premium in the future as has been
the case in the past. The basis of the trend shall be a
50/50 weighting of the trend during the past two years of
the monthly All Items Consumer Price Index and monthly
average weekly wages for fire and casualty insurance
employees as published by the Federal Bureau of Labor
Statistics. This shall be performed by calculating through
regression analysis the annual trends for the two indices
and then averaging these values on an equal basis.

N/
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6. In determining the historic expense provision for
commission and brokerage, other acquisition expenses
and general expenses on a combined basis, the percentage
to premium for each year of experience shall be limited to
a maximum of the weighted average of the percentages
shown in “Best’s Aggregates and Averages” for the same
period for those property/casualty insurance companies
which most closely approximate the insurer’s method of
marketing automobile insurance as set forth in Exhibit H
to the Appendix, incorporated herein by reference.

i. If an insurer uses salaried employees which deal
directly with the public, the filer shall use the weighted
average percentage for insurers which use salaried em-
ployees which deal directly with the public; if an insur-
er uses exclusive agents, the filer shall use the weighted
average percentage for insurers which use exclusive
agents; and if an insurer uses independent agents, the
filer shall use the weighted average percentage for
insurers which use independent agents.

ii. For the purposes of this section, the calculation
of the weighted average shall be based upon written
premiums in New Jersey in the year prior to making the
filing.

7. The percentage loading for the UCJF assessment

shall be the most recent value established by the Commis-
sioner.

8. The following expense items shall not be incorpo-
rated into the expense base for determining rates:

i. Fines against the company;
ii. Lobbying expenses;

iii. Charitable contributions;
iv. Political contributions;

v. Awards against the company itself for punitive
damages and for bad faith claims;

vi. Advertising and other expenses incurred in con-
nection with proposed changes in the regulation of
insurance; and

vii. Assessments and surtaxes imposed pursuant to
N.J.S.A. 17:30A-8(9) and 17:33B-49, respectively.

9. The filing shall include for each of the categories in
(b)8 above the dollars of expense that were excluded from
the rate base, separately for each year of historic informa-
tion and separately for each of the above seven categories.
If the filer submits a ratemaking methodology that in-
cludes these expenses pursuant to (f) below, specific
justification for including these expenses shall be includ-
ed.

10. Commissions for bodily injury liability coverage
for the $0 and verbal threshold shall be equalized in
accordance with the Exhibit C in the Appendix incorpo-
rated herein by reference.

(¢) The data base to be used shall be as follows:

1. Accident year data shall be used for all liability
coverages. Accident year or calendar year data shall be
used for physical damage coverages.

2. The most recent accident year data used in the
filing shall end no more than 15 months prior to the date
of submission of the filing. Data may be from either a
fiscal year or year ending December 31, so long as the
period is within 15 months of the filing.

3. Personal injury protection experience shall be limit-
ed to the direct “before reinsurance” exposure retained
by the insurance company according to N.J.S.A. 39:6-73.1.
Any losses reimbursed or subject to reimbursement to the
insurer by the UCJF for excess medical benefits shall not
be included with the experience contained in the filing.

(d) The trend methodology to be used shall be as follows:

1. With regard to loss trends, the filing shall contain
separate determinations of the loss severity from loss
frequency trends.

2. The filing shall contain an adjustment for symbol
drift, and where appropriate for model year rating.

(e) The filer shall demonstrate that a reasonable total
rate of return on its capital investment attributable to the
New Jersey private passenger automobile insurance market
will result from the proposed rates.

(f) The ratemaking methodology set forth in (a) through
(e) above is the Department’s preferred procedure and must
be included in the filing. The filer may, however, propose
an alternate procedure in total or in part and support it with
such calculations and other information it deems appropri-
ate to demonstrate the superiority of the alternate proce-
dure in the determination of the filer’s rates.

1. In the event the filer has computed the rates using
an alternate methodology, it shall provide all information
related to the derivation of the profit and contingency
loading contained in the filing, specifically including:

i. All data and worksheets used and judgments
made;

ii. A description of the methodology used to arrive
at the selected loading; and

ifii. Details on the application of the methodology to
this filing.

2. Filers which propose an alternate ratemaking meth-
odology shall show the overall statewide rate change by
coverage by both the standard and alternate methodolo-
gies.

Emergency Amendment, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 N.J.R. 3790(a).

3-77 Supp. 10-16-95
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Changes to implement the Fair Automobile Reform Act, P.L. 1990, .

c.8.
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Provision of emergency amendment, R.1990 d.621, readopted with
changes effective February 19, 1991.
Amended by R.1992 d.189, effective April 20, 1992.
See: 23 N.J.R. 3199(a), 24 N.J.R. 1504(a).
Interest rate changed to 36 months of Moody bond rates or actual
prospective yield.
Petition for Rulemaking.
See: 25 N.LR. 4523(a).
Amended by R.1994 d.46, effective January 18, 1994.
See: 25 N.J.R. 4436(a), 26 N.J.R. 378(b).

Case Notes

Regulatory amendment more accurately reflected actual yield rate
than previous calculation method and had to be applied in calculating
yield on premiums. Matter of Private Passenger Auto. Rate Revision
on Behalf of Aetna Cas. and Sur. Co., 256 N.J.Super. 46, 606 A.2d 401
(A.D.1992).

Insurer’s establishment of reserve for payment of its share of antici-
pated market transition facility (MTF) losses was premature. Matter
of Private Passenger Auto. Rate Revision on Behalf of Aetna Cas. and
Sur. Co., 256 N.J.Super. 46, 606 A.2d 401 (A.D.1992).

Fair Automobile Insurance Reform Act prohibiting pass throughs to
policyholders of costs did not violate takings clause. State Farm Mut.
Auto. Ins. Co. v. State, 124 N.J. 32, 590 A.2d 191 (1991).

Commissioner should make determinations on individual insurers’
special rate-increase applications resulting from surtaxes and assess-
ments imposed by Fair Automobile Insurance Reform Act before
challenges to constitutionality. State Farm Mut. Auto. Ins. Co. v.
State, 124 N.J. 32, 590 A.2d 191 (1991).

11:3-16.11 Rate filings reflecting assessments and
surtaxes

(a) All insurers who submit a rate filing which reflects
assessments or surtaxes imposed pursuant to N.JS.A.
17:30A-8(a), and 17:33B-49, respectively shall submit such
rate filing independently of any prior approval rate filing
submitted pursuant to N.J.A.C. 11:3-16.6.

(b) Any insurer desiring to modify its rates to reflect
assessments or surtaxes imposed pursuant to N.J.S.A.
17:30A-8(9) and 17:33B49, respectively shall provide the
following information in support of its application:

1. All of the data required for prior approval filings
submitted pursuant to N.J.A.C. 11:3-16.6;

2. A copy of the statutory property and casualty An-
nual Statement, Exhibit of Premiums and Losses (page
14) for New Jersey for each of the most recent 10 years.
The insurer shall also file information combining this data
for each of the most recent 10 years for all states and the

" District of Columbia, if applicable, in which the insurer is
authorized to transact business; and shall provide a list of
these jurisdictions;

3. The following data for all of its insurance affiliates
for each of the most recent 10 years on a Statewide and
countrywide basis;
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i. For property and casualty affiliates, Exhibit of
Premiums and Losses (page 14) of the statutory proper-
ty and casualty Annual Statement;

ii. For title insurance affiliates, Operations and In-
vestment Exhibit (page 4) and Schedule T—Exhibit of
Premiums Written (page 39) of the statutory title insur-
ance Annual Statement;

iii. For life and health affiliates, Liabilities, Surplus
and Other Funds (page 3); Analysis of Operations by
Lines of Business (page 5); and Exhibit 1 Part 1 and
Part 2 (pages 7 and 7A) of the statutory life and health
Annual Statément; and

iv. An estimate of the amount of business in other
lines that is produced by the synergistic effects of the
insurer writing private passenger automobile insurance
in this State.

4. Certifications/representations by the insurer’s Chief
Financial Officer and President containing the informa-
tion set forth in Exhibit F in the Appendix incorporate
herein by reference; ‘

5. A schedule of Key Performance Indicators (KPI’s),
as set forth in Exhibit G in the Appendix incorporated
herein by reference, for the year of the rate filing and
each of the preceding two years;

6. For the current year and preceding two years, a
schedule of premiums, incurred losses and operating ex-
penses by New Jersey lines of business corresponding to
line items one (1) through twenty-two (22) of Part II of
the IEE. In addition, provide a schedule of operating
expenses by classification corresponding to line items one
(1) through twenty-two (22) of Part I of the IEE. The
aggregate of expenses reported by line item must agree
with the total operating expenses related to New Jersey
policies reported by line of business in Part II of the IEE,
(sum of lines four (4) through eight (8));

7. For each line item expenditure included in the
schedule required pursuant to (b)6 above, the following:

i. A description of all allocation methodologies used
to allocate corporate-wide costs (including worldwide,
countrywide and regionalwide costs) to New Jersey
lines of business;

ii. A description of all allocation methodologies
used to allocate operating expenses to New Jersey
private passenger automobile liability and physical dam-
age lines of business and to all other New Jersey lines
of business;

iii. An explanation for any changes in allocation
methodologies between years;
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iv. For NJAFTUA/MTF servicing entities which are
also insurers, an explanation for differences between
allocation methodologies used to prepare the schedule
required pursuant to (b)6 above and the methodologies
used to prepare Exhibit P of the NJAFIUA/MTF re-
porting package; and

v. For each operating expense classification by each
New Jersey line of business, a schedule which shows the
expenses directly charged to a line of business; and
indirect expenses allocated to various lines of business
using a reasonable allocation methodology;

8. For each New Jersey line of business (including
private passenger automobile), the following:

1. The number of named insureds;

ii. The number of employees directly dedicated to
the line of business;

iii. The square feet of office space dedicated to the
line of business (excluding allocations of corporate or
administrative office space);

iv. The hours of data processing time charged;
v. The volume of exposures;
vi. The number of policies in force; and

vii. The number of claims reported during each of
the three years requested,;

9. A report, based on a study and evaluation of the
insurer’s system of internal accounting control and signed
by an independent public accountant. The report shall
state that in the accountant’s opinion, the system of
internal accounting control of the insurer in effect during
the current year, taken as a whole, was sufficient to meet
the objectives of a system of internal accounting control
insofar as those objectives pertain to the prevention or
detection of errors or irregularities in amounts that would
be material in relation to the insurer’s financial state-
ments;

10. A listing of all internal audits performed of the
operations of the New Jersey private passenger automo-
bile lines of business during the current year, including
the scope of procedures performed;

11. Copies of all internal audit reports issued during
the current year pursuant to (b)10 above and manage-
ment responses to all internal audit findings, which are
deemed to be confidential pursuant to N.J.S.A. 17:23-6;

12. Access to source documents which, in the opinion

of the Commissioner, are necessary to support any and all

“transactions reported on the insurer’s statutory annual

statement filed with the Department or to support any
other schedules referred to herein;

13. An explanation why the insurer believes that the
assessment imposed by N.J.S.A. 17:30A-8(9) should be
reflected in the requested private passenger automobile
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rates since the assessment, by statute, is classified as a
loan; and

14. Any additional information specifically requested
by the Commissioner which may be necessary to evaluate
the request for rate relief.

(c) Upon written application and for good cause shown,
the Commissioner may, in his or her discretion, waive any of
the data filing requirements set forth in (b) above.

(d) The Commissioner shall not approve any increase in
an insurer’s rates on the basis that the insurer is required to
pay assessments pursuant to N.J.S.A. 17:30A-8(9), or surtax-
es pursuant to N.J.S.A. 17:33B—49, unless he or she shall
find that an increase in revenue is necessary to ensure that
the insurer earns a constitutionally adequate return. In
making that determination the Commissioner shall consider:

1. The insurer’s experience on all lines of its business
in New Jersey, and in the case of insurers operating in an
insurance holding company system, the experience of all
of the lines of business of all affiliated companies in New
Jersey, for a period of time over which an insurer could
reasonably plan to earn a target rate of return;

2. Whether the insurer and its affiliates, if any, are
reasonably efficient in their operations, including claims
handling, subrogation and salvage, by comparison to in-
surers on a statewide and countrywide basis;

3. Whether the insurer and its affiliates, if any, have
allocated expenses to New Jersey operations in a fair and
equitable manner; and

4, The synergistic effect of mandated private passen-
ger automobile insurance on the sale of other lines of
insurance that the filer writes, including, but not limited
to, higher premium volumes, lower operating costs and
lower acquisition costs.

(e) Each filer shall present in its filing a formula it
believes appropriate for determining the return required by
relevant constitutional principles, with supporting analysis
and data fully explaining why such formula should be uti-
lized. '

(f) The Commissioner may determine whether an insur-
er’s rates are, as a resuit of the payment of the surtaxes and
assessments, constitutionally adequate. In.the event that
the Commissioner determines that rate relief is deemed to
be necessary, the Commissioner shall determine whether the
rates should be adjusted immediately or over time, as may
be appropriate.

Emergency New Rule, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Provision of emergency amendment, R.1990 d.621, readopted with
changes effective February 19, 1991.
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Law Review and Journal Commentaries

Auto Insurance. Steven P. Bann, 134 N.J.L.J. No. 18, 45 (1993).

Case Notes

Commissioner of Insurance was required to apply emergency “pass-
through” regulation to Fair Automobile Insurance Reform Act surtax
and assessment payments. Matter of Commissioner of Insurance’s
Decision on Liberty Mut. Fire Ins. Company’s N.J.A.C. 11:3-16 Rate
Filing, 266 N.J.Super. 457, 630 A.2d 295 (A.D.1993).

Five percent surtax on premiums and assessment based on percent-
age of insurer’s market share did not violate due process or equal
protection. American Fire and Cas. Co. v. New Jersey Dept. of Ins.,
256 N.J.Super. 423, 607 A.2d 196 (A.D.1992).

Provision of Fair Automobile Insurance Reform Act of 1990 direct-
ing Property Liability Insurance Guaranty Association (PLIGA) to
assess its member insurers and pay those collected assessments into the
Automobile Insurance Guaranty Fund was not unconstitutionally vague.
Matter of Loans of New Jersey Property Liability Ins. Guar. Ass’n, 124
N.J. 69, 590 A.2d 210 (1991).

Fair Automobile Insurance Reform Act prohibiting pass throughs to
policyholders of costs Act did not violate takings clause. State Farm
Mut. Auto. Ins. Co. v. State, 124 NJ. 32, 590 A.2d 191 (1991).

Commissioner should make determinations on individual insurers’
special rate-increase applications resulting from surtaxes and assess-
ments imposed by Fair Automobile Insurance Reform Act before
challenges to constitutionality. State Farm Mut. Auto. Ins. Co. v.
State, 124 N.J. 32, 590 A.2d 191 (1991).

11:3-16.12 Filings reflecting paid, apportioned MTF
expenses and losses

(a) Upon approval of the Commissioner pursuant to this
section, an insurer may charge and collect a special sur-
charge to recover from policyholders amounts paid to the
MTF by the insurer as its apportioned share of MTF
operational losses and expenses. An amount so charged
and collected shall not be considered premium except for
the limited purpose of allowing cancellation of the policy for
non-payment of the surcharge pursuant to N.J.S.A.
17:29C-7 and N.J.A.C. 11:3-7.6.

(b) An insurer desiring to provide for a policyholder
surcharge pursuant to this section shall provide the follow-
ing information:

1. All of the data required for prior approval filings
submitted pursuant to N.J.A.C. 11:3-16.6, which shall
include an exhibit of the insurer’s overall percent rate
change indication, calculated in accordance with the De-
partment’s standard ratemaking methodology as set forth
in N.JA.C. 11:3-16.10, but without any consideration of
its apportioned share of MTF operational expenses and
losses;

2. A certified statement signed by an officer of the
insurer that sets forth the amount paid to the MTF and
the date of payment;

3. An exhibit that sets forth the calculation of the
proposed policyholder surcharge, in accordance with the
methodology set forth at (d) below; and

Supp. 10-16-95

4. The proposed effective date and termination date
of the policyholder surcharge.

(c) Upon receipt of a filing made pursuant to this section,
the Department shall review it for completeness pursuant to
N.J.A.C. 11:3-18.6(b), which review shall specifically include
a determination that (b)2 above is complete and accurate.

(d) The filer shall use the following methodology to
determine the proposed amount of the policyholder sur-
charge:

1. Its current overall percent rate change indication
shall be calculated in accordance with the standard rate-
making methodology at N.J.A.C. 11:3-16.10, excluding all
apportioned MTF operational expenses and losses.

2. If the current overall percent rate change indication
is negative, the amount of policyholder surcharge shall be
calculated as follows. The filer shall:

i. Convert the amount paid to the MTF to a per-
centage of premium by dividing it by earned premium;

ii. Add the result of (d)2i above to the current
overall rate change indication;

ifi. If the result of (d)2ii above is positive, multiply
it by earned premium to obtain the amount of gross
policyholder surcharge; and

iv. Divide the result of (d)2iii above by earned
exposures, including exposures insured pursuant to the
Personal Automobile Insurance Plan created at
N.J.A.C. 11:3-2, to obtain the per automobile policy-
holder surcharge in dollars.

3. If the current overall percent rate change indication
is zero or positive, the amount of policyholder surcharge
shall be calculated by dividing the amount paid to the
MTF by earned exposures to obtain the per automobile
policyholder surcharge in dollars.

4, The calculation of the policyholder surcharge shall
include a provision that permits the filer to recover
interest at the rate set forth in N.J.A.C. 11:3-16.10(a)8
from the due date of the cash call made pursuant to the
MTF Plan of Operation.

5. If the per automobile policyholder surcharge, in-
cluding any interest as provided in (d)4 above, exceeds
$50.00, then the Commissioner in his or her discretion
may provide that the policyholder surcharge be collected
over a period of up to three years; otherwise, it shall be
collected over one year.

6. The Commissioner’s approval of a policyholder su:-
charge shall .include a termination date, after which the
policyholder surcharge shall be deleted from future billing
statements.
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(e) Subsequent amounts paid to the MTF by the insurer
may be charged and collected from policyholders only after
a further filing is approved by the Commissioner as provided
in this section. Nothing in the proceedings concerning any
subsequent filing shall affect the approval of a prior filing.

(f) No more than one policyholder surcharge shall be
approved pursuant to this section with an effective date
between April 16 of any year and April 15 of the subsequent
year.

1. A filing when made may include more than one
payment by the insurer to the MTF.

2. A pending filing may be amended pursuant to
N.J.A.C. 1:1-6.2 to reflect additional amounts paid to the
MTF by the insurer.

3. Insurers shall make filings that request approval of
a policyholder surcharge no more than 12 months after
payment of the assessment for which the insurer seeks
relief.

(g) Shouid a policyholder surcharge be approved, the
Commissioner shall direct whether it shall be set forth as a
separate item on the premium bill, and if so, how it shall be
identified.

(h) The procedures for review and approval of filings
made pursuant to this section shall be in accordance with

N.J.A.C. 11:3-18.6, Insurer filings for rates requlrlng prior

approval, and, as applicable to filings requiring prior ap-
proval, N.J.A.C. 11:3-16.3.

(i) If so requested by the filer, when the overall percent
rate change indication as calculated in (d)1 above is positive,
proceedings to approve the policyholder surcharge in accor-
dance with this rule may include consideration of a prior
approval rate change pursuant to N.J.A.C. 11:3-16.6.

New Rule, R.1993 d.148, effective April 5, 1993.
See: 24 N.J.R. 4486(a), 24 N.J.R. 56(a), 25 N.L.R. 1543(a).

11:3-16.13 Incomplete filings and further proceedings

(a) Failure to submit the data and calculations required
by this subchapter may result in a finding that the filing is
incomplete. The Department shall promptly notify a filer
of a finding that its filing is incomplete.

(b) No finding that a filing is incomplete shall be based
solely on the filer’s failure to include data that was either
not being collected, or was not collected in a manner so as
to facilitate reporting, on February 5, 1990, provided that
the filer includes with the filing a statement that identifies
the item or items not included; specifies the reason; and
certifies that the filer is undertaking action to collect and
report such data in the future pursuant to NJ AC.
11:3-16.3(a).

(c¢) For informational filings, failure to submit a filing or
failure to cure the deficiency of an incomplete filing within

30 days of notice shall authorize the Department to impose
penalties as provided by N.J.S.A. 17:29A-23. Any penalty
imposed shall be in addition to penalties imposed for failure
to file an Excess Profits Report. :

(d) For flex rate filings, failure to cure the deficiency of
an incomplete filing within 30 days of notice, or failure to
request a hearing on the issue of incompleteness within 30
days of notice, shall authorize the Commissioner to issue an
Order directing the filer to cease using any flex rate in-
crease, to refund any increased premiums collected, and to
impose penalties as provided by N.J.S.A. 17:29A-23.

(e) For filings requiring prior approval, a notice that the
filing is incomplete shall include a statement that the filing
is disapproved as a nonconforming filing. The filer may
thereafter resubmit the filing for approval with the deficien-
cies cured as noted.

Recodified from NJ.A.C. 11:3-16.11, effective November 26, 1990
(expired January 25, 1991).

See: 22 N.J.R. 3790(a).

Recodification adopted effective January 25, 1991.

See: 22 NJ.R. 3790(a), 23 N.J.R. 514(a).

Case Notes

Documents were not protected from disclosure under the deliberative
process privilege. In the Matter of the Commissioner of Insurance’s
December 29, 1992 Certification of Amendments, 94 N.J.A.R.2d (INS)
31.

11:3-16.14 Rate adjustments upon repayment of
assessments

(a) At such time that the loans provided for in N.J.S.A.
17:30A-8(a)(10) from the Property-Liability Insurance
Guaranty Association to the Automobile Insurance Guaran-
ty Fund are repaid, the Guaranty Association shall deter-
mine the proportion of the repayment which is to be
allocated to each insurer which paid assessments pursuant to
N.J.S.A. 17:30A-8(a)(9).

(b) The Guaranty Association shall advise each insurer in
writing of the amount of the repayment which is to be
allocated to that insurer, and shall further advise the insurer
that it must comply with the provisions of N.J.A.C.
11:3-16.13(c) before the funds will be remitted.

(c) Prior to receiving repayment of any funds attributable
to the assessments paid to the Guaranty Association pursu-
ant to N.J.S.A. 17:30A-8(a)(9), an insurer shall file a plan
with the Commissioner for a reduction of rates commensu-
rate with such repayment. Upon the Commissioner’s re-
view and approval of such plan, the Commissioner shall
order the repayment of funds from the Guaranty Associa-
tion to the insurer.

Emergency New Rule, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).

See: 22 N.JLR. 3790(a).

Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.

‘See: 22 N.LR. 3790(a), 23 N.J.R. 514(a).
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Provision of emergency amendment, R.1990 d.621, readopted without
change.

Case Notes

Act’s provision requiring assessments to be deposited in guaranty
fund was not unconstitutional. Matter of Loans of New Jersey Proper-
ty Liability Ins. Guar. Ass’n, 124 NJ. 69, 590 A.2d 210, (1991).

APPENDIX
EXHIBIT A 1

FLEX RATE FILINGS

COMPANY:
COMPANY FILE NO

RATE FILING REQUIREMENTS:

(1) COVER LETTER NOTIFYING THE DE-
PARTMENT OF INTENTION TO IN-
CREASE RATES IN ACCORDANCE WITH
N.J.S.A. 17:29A-44

(2) STATEMENT OF PERCENT OF IN-
CREASE BY COVERAGE (INCLUDING
VARIABLE PORTION AND EXPENSE
FEES EXCLUDING POLICY CONSTANT
AND RMEC)

(3) STATEMENT OF DOLLAR AMOUNT OF
INCREASE BY COVERAGE

(4) EFFECTIVE DATE OF CHANGE

(5) NAME, ADDRESS AND TELEPHONE
NUMBER OF COMPANY OFFICER FA-
MILIAR WITH FILING

(6) MANUAL PAGES CONTAINING THE
FLEX RATES

(7) A COPY OF THE FILING MUST BE SUB-
MITTED TO THE NEW JERSEY PUBLIC
ADVOCATE'S OFFICE

(8) FORM AMB 10 MUST BE INCLUDED

(9) CERTIFICATION BY COMPANY OFFICER
THAT FILING MEETS STATUTORY AND
REGULATORY REQUIREMENTS AND
INFORMATION IS ACCURATE AND
TRUE

-(10) FILER’S NAME SHOWN
FILER’S IDENTIFYING NUMBERS
FILER NAIC #
GROUP NAIC #

(11) CERTIFICATION BY COMPANY OFFICER
THAT EXCESS PROFITS REPORT RE-
QUIRED BY N.JA.C. 11:3-20 HAS BEEN
FILED

(12) CERTIFICATION BY COMPANY OFFICER
THAT FINANCIAL EXPERIENCE RE-
PORT AS REQUIRED BY N.JA.C. 11:3-31
HAS BEEN FILED

(13) CERTIFICATION BY COMPANY OFFICER
THAT ANNUAL INFORMATION FILING
AS REQUIRED BY N.JAC. 11:3-16.4 HAS
BEEN FILED

(14) THE MOST RECENT FIVE COMPLETE
CALENDAR YEAR HISTORY OF THE
DISTRIBUTION, BY LIMIT OF LIABILITY
OF WRITTEN EXPOSURES AND PREMI-
UMS FOR:

BODILY INJURY LIABILITY

PAGE #
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RATE FILING REQUIREMENTS: PAGE #
PROPERTY DAMAGE LIABILITY
COMBINED SINGLE LIMIT LIABILITY
UNINSURED/UNDERINSURED MOTOR-
ISTS

(15) EXHIBIT SHOWING COVERAGE
WEIGHTS AND CALCULATION OF NEW
VARIABLE BASE RATES IF COVERAGES
ARE COMBINED

(16) COMMISSION EQUALIZATION WORK-
SHEET

Emergency Repeal and Replacement, R.1990 d.621, effective Novem-
ber 26, 1990 (expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Repeal and Replacement, R.1990 d.621, readopted without change.

EXHIBIT A 1I
PRIOR APPROVAL FILINGS

COMPANY.
COMPANY FILE NO

RATE FILING DATA REQUIREMENTS:

(1) Cover Letter notifying department of intention
to modify rates which requires prior approval.
Statement of % of change by coverage and
overall by company (including variable portion
and expense fees exc. policy constant and
RMEQC).

Statement of dollar amount of change by cover-
age and overall by company.

Proposed Date of the Change.

Name, address and telephone number of com-
pany officer familiar with filing.

An overview of the contents of filing and the
reasons and procedures used to derive the rate
change requested.

Manual pages on or before the effective date of
the rates.

Computer Disk containing rating system if over
40,000 exposures.

Data Disk if over 20,000 exposures.

(2) The following data must be filed by:
PREMIUM DATA:

Earned premium at present rates for each cov-
erage or combined coverages using extension of
exposures or on level factors.

A rate level history.

Explanation as to how calculations were pro-
duced and documentation for sample of such
calculation and justification for factors used
including the rate level history.

Justification for the selected method.

Data on a basic or total limits basis.

LOSS DATA:

For each coverage and each year used in calcu-
lating rate level loss data is provided on a basic
or total limits basis.

Each year and each coverage includes:

Earned Exposures

Incurred Losses

Loss Development Factor

Unallocated Loss Adjustment Expense

PAGE #
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RATE FILING DATA REQUIREMENTS:

©)

Q)

®

Allocated Loss Adjustment Expense

Ultimate Incurred Losses and Loss Adjustment
Expense

Trend Factor Expenses

Trended Ultimate Incurred Losses and Loss
Adjustment Expenses

If New Jersey losses are separated into cata-
strophic and non-catastrophic, a description of
method used to separate losses.

If the number of years used to determine catas-
trophe loading is different than number of
years available, an explanation is provided, at
least 10 years needed.

Territorial Rate Calculations include earned
premiums, earned exposures, incurred losses,
and number of claims by territory for each
coverage and each of the years used to deter-
mine territorial relativities or last three years,
whichever is greater.

Provide the following information with regard
to classification differentials:

Data used, worksheets used and judgments
made.

Methodology used to arrive at differentials.
Description of application of the methodology
to this filing.

For loss adjustment expense data showing re-
lated incurred losses used to determine any loss
adjustment expense loadings.

DERIVATION OF CREDIBILITY FAC-
TORS

Provide all data used and judgments made.
Provide description of methodology used to
derive factors.

LOSS DEVELOPMENT

All data used, worksheets used and judgments
made.

Description of the methodology used to derive
the loss development factors.

By coverage provide total limits paid loss devel-
opment parallelograms for the latest 10 acci-
dent years at each annual evaluation date from
15 months to 123 months for PIP and BI, 15
months to 75 months for PD and Unin-
sured/Underinsured Motorist, 15 months to 51
months for collision and comprehensive if on
an accident year basis.

Nine, five, and three year average loss develop-
ment factors by coverage.

Loss Development Data must be provided by:
Total Limits Paid Losses

Total Limits Incurred Losses

Basic Limits Incurred Loss if used for rate level
Allocated Loss Adjustment Expenses

Incurred Losses Allocated Loss Adjustment Ex-
penses :

Number of Paid Claims

Number of Incurred Claims

Statement regarding any changes in loss reserv-
ing practices during last five years.

TREND FACTORS:

All internal loss trend data on either a calendar
year paid or incurred basis for the latest five
years on a quarterly year ending basis.

PAGE #
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RATE FILING DATA REQUIREMENTS:

(6)

Q)

Bodily Injury Liability data on a basic or total
limits basis (Frequency & Severity shown sepa-
rately).

Property Damage Liability shown on a basic or
total limits basis (Frequency & Severity shown
separately).

PIP shown at a per person limit retained by
insurer.

Collision and Comprehensive shown on basis
of:

$500 Deductible or adjusted to $500 Deduct-
ible.

Calculate Annual Trend Factors, T-statistics,
and coefficient of correlation using least
squares regression for all trend data.
Calculations for at least 2 of 6, 9, 12, 16, 20
point periods on both exponential and straight
line basis.

Side by side comparison of actual data, fitted
data and differences.

All data used, worksheets used and judgments
made regarding trend.

Description of methodology used to derive fac-
tors.

Description of application of the methodology
used to this filing.

If filer has included the effects of any studies,
analyses, or fact sheets, describe in detail the
methodologies used for the following:
Changes in seatbelt use.

Changes in use of passive restraint system.
Changes in drinking age.

Changes in price and amount of gasoline pur-
chased.

Changes in average miles driven.

Legislative, regulatory, social or economic fac-
tors.

NEW JERSEY PREMIUM BASE AND EX-
POSURES

a. Data on mix of written exposures by differ-
ent policy terms for latest 3 years. Include
both written exposures and amount of
written premiums for different policy
terms.

Calculation of trend showing all steps for
average model year and symbol relativities
for most recent 5 calendar years.

¢. . Actual model year and symbol written ex-
posure and distribution for comprehensive
and collision separately for each of the last
5 calendar years,

Five year history of distribution by written
exposures and premium of comprehensive
and collision by deductible amount.
LIMITS ON FILING

Limitations on losses and/or loss adjustment
expenses included in statistical data used in
filing.

Limitations on extent of rate level change by
coverage.

Limitations on extent of territorial rate
changes. '
Limitations on extent of classification rate
changes.

Limitations not provided for above.

Supp
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RATE FILING DATA REQUIREMENTS:

®)

)

(10)

(11)

BY COVERAGE AND GROUP OF COVER-
AGES:

Amount of Earned Premium, incurred losses,
incurred allocated and unallocated loss adjust-
ment expense for each of the latest 5 calendar
years.

Number of claims incurred for all limits and
deductibles by coverage.

Allocated loss adjustment expenses for each of
latest 5 calendar years.

EXPENSE AND PROFIT PROVISIONS

For each filer provide all information related to
derivation of expense provisions including:

All data used, worksheets used, and judgments
made.

Description of methodology used to derive pro-
visions.

For each of the latest 5 calendar years provide:
Average Incurred Expenses per exposure on a
New Jersey basis for:

Commission & Brokerage

Other Acquisition

General Expense

Taxes, Licenses, Fees

Explanation of Basis of Allocation Taxes
Average Incurred Expenses per exposure on a
countrywide basis for:

Commission & Brokerage

Other Acquisition

General Expense

Taxes, Licenses, Fees

Provide Derivation of Expense Flattening (Ex-
clude UCJF assessment for excess medical).
Three years New Jersey auto expenses as in
Part 4.

Underwriting Investment Exhibit, Annual
Statement.

Five years AIRE assessments and reimburse-
ments.

DATA REGARDING PROPOSED RATES
Proposed rates for each territory and coverage
with their deviation.

If classification plan is changed describe classi-

fication differentials. Provide explanation of
how classification rates are determined and
provide a sample calculation.

Provide calculations showing how base rates
are in compliance with N.J.S.A. 17:20A-36.
Base class not greater than 1.35 statewide aver-
age base rate (include expense fees).

Principal operator over 65 not greater than 1%
times statewide average rate for principal oper-
ators over 65.

Comparison of average statewide variable rates
and expense fees proposed and currently in use
and # of exposures by coverage.
INVESTMENT EARNINGS:

Amount of investment income earned on loss,
loss adjustment expense and unearned premi-
ums reserve to earned premium for the latest 2
years, estimated for current and two following
years.

Reserves at beginning and end of specified
years:

Loss Reserve

Loss Adjustment Reserve

Supp. 10-16-95
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RATE FILING DATA REQUIREMENTS:

(12)

(13)

(14)

(15)

Unearned Premium Reserve

By coverage cash flow pattern from policy in-
ception until premium received.

Cash flow pattern from inception for commis-
sion and brokerage, other acquisition expenses,
general expenses, assessments, premium taxes,
licenses, fees, other expense payments.

Cash flow pattern from inception for losses,
allocated loss adjustment expense, and unallo-
cated loss adjustment expense.
STATISTICAL PLANS

Identify plans used or consulted in preparing
filing.

Describe data compiled by each plan.
Certification by officer that data was collected
by such plans and is true and accurate.
Identify data not collected in accordance with
plan and used in filing.

OTHER

Using the underwriting profit and contingency
loadings selected for use in the filing, provide
the rate of return on equity and assets by group
of coverages.

Provide justification that rates of return are fair
and reasonable.

Provide amount of finance and other miscella-
neous charges collected in New Jersey for auto.
Provide a description of all products, and ser-
vices supplied between filer and a parent com-
pany.

STANDARD RATEMAKING METHODOL-
OGY INVESTMENT INCOME

Underwriting profit calculated using the Clif-
ford Formula so that after tax profit from
underwriting and investment income on loss
and LAE and unearned premium reserve is
3.5% of premium.

If there is deduction for prepaid expenses or
delayed remission of premiums support is pro-
vided.

The ratio of unearned premium reserves to
premium from Page 14 of annual statement.
(Direct E.P. divided by Direct Premium Writ-
ten) is provided.

The ratio of loss reserves to incurred losses
from Page 14 of annual statement for 4 years
(Avg. of LR at beg. of yr. & at end of yr.
divided by incurred losses during yr.) Mono-
tonic change use latest ratio, otherwise use
average of 4 years.

The ratio of loss adjustment expense reserves
to loss reserves from annual statement for 4
years. (Unpaid LAE divided net losses unpaid
exc. LAE). Monotonic change use latest ratio,
otherwise use average of 4 years.

The expected loss and LAE ratio 1-—(Under-
writing Exp. Ratio + Underwriting Profit &
Cont. Ratio).

Interest Rate = Treasury 3-year constant ma-
turity rate 12 months,

UNDERWRITING EXPENSE PROVISIONS
NJ data for commission and brokerage.

NJ data for taxes, licenses, fees.

Basis of allocation for general expenses if NJ
data is not used.
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RATE FILING DATA REQUIREMENTS:

(16)

(17

(18)

19)

(20)

eay)
(22)

Provision for other acquisition and general ex-
pense based on separate trending of dollar
amounts for these items. (50/50 weighting of
trend using AICP index and MAWWEFCIE in-
dex and regression analysis).

Historic Exp. Provisions limited by % in Best
Apggregates & Averages for comparable compa-

ny.

UCIJF loading = latest year.

Fines against companies, lobbying expenses,
charitable and political contributions awards
against company for punitive damages, adver-
tising legal and expenses in connection with
changes in regulation of insurance and assess-
ments and surtaxes are not included. Compa-
ny must show dollar amount of expense exclud-
ed separately and by year.

Commissions for BI for $0 and verbal threshold
are equalized.

DATA BASE

Accident year used for either calendar or acci-
dent year for physical damage.

Most recent data year ends no more than 15
months prior to submission.

PIP limited to direct exposure retained by com-
pany.

TREND

Separate determinations of loss severity and
frequency trends.

Adjustment for symbol drift and model year
rating.

TOTAL RATE OF RETURN

Demonstrate reasonable rate of return from
capital investment will result from proposed
rates.

ALTERNATIVE RATEMAKING METHOD-
OLOGY

Is one used?

If yes, provide: all data used, worksheets used,
description of methodology to arrive at selec-
tive loading.

Details on application of methodology to this
filing.

Overall statewide rate change and by coverage
standard and alternate methodology. '
GENERAL AND FORMAT REQUIRE-
MENTS

Separate insurance companies make rate calcu-
lation separately and combined as a group if
separate rate levels or underwriting guidelines
are used.

Form AMB 10 must be included.

Certification by company officer (meets statu-
tory and regulatory requirements).

Loose leaf binder, one side of page, consecu-
tively numbered.

Filer’s name shown

Filer’s identifying numbers

Filer’s NAIC #

Group NAIC #

List of items the filer states are not included
and the reason why.

IF SURTAX AND GUARANTY ASSOCIA-
TION ASSESSMENT REFLECTED IN FIL-
ING:

PAGE #
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RATE FILING DATA REQUIREMENTS: PAGE #
Annual Statement, New Jersey, Page 14, for 10
years.

Annual Statement, Countrywide, Page 14

equivalent 10 years.

(A) EACH AFFILIATE, NEW JERSEY
AND COUNTRYWIDE
PROPERTY AND CASUALTY
Annual Statement, New Jersey, Page 14,
for 10 years.
Annual Statement, Countrywide, Page 14
equivalent 10 years.
TITLE INSURANCE AFFILIATES
Operations and Investment Exhibit, Page
4, 10 years.
Premiums Written, Schedule T, page 39,
10 years.
LIFE AND HEALTH AFFILIATES
Liabilities, Surplus and Other Funds, page
3, 10 years.
Analysis of Operations by lines of business,
page 5, 10 years.
Exhibit I, Part 1 and Part 2, pages 7 and
7A, 10 years.

(B) ADDITIONAL DATA AND CERTIFi-
CATIONS
Estimated amounts of business in other
lines because the insurer writes private
passenger automobile in New Jersey.
Certifications and representations by both
Chief Financial Officer and President on
information in Exhibit F.
Schedule of Key Performance Indicators in
Exhibit G.
Current year and preceding two years op-
erating expenses by classification for each
New Jersey line of business. (Insurance
Expense Exhibits Parts I and II.)
Description of all allocation methodologies
used to allocate corporatewide costs to
New Jersey lines of business.
Description of allocation methodologies to
New Jersey private passenger automobile
liability and physical damage lines of busi-
ness.
Explanation of any allocation changes be-
tween the years.
For NJAFIUA/MTF servicing entities
which we also insure. Differences in allo-
cation methodologies for IEE and Exhibit
P of NJAFIUA/MTF reporting package.
Each operating expense classification by
each New Jersey line of business, directly
charged expenses, and indirectly allocated
expenses.

(23) DATA FOR EACH NEW JERSEY LINE OF
BUSINESS:

Number of insureds.

Number of employees directly dedicated to
business.

Square feet of office space dedicated to line of
business.

Hours of data processing time.

Number of exposures.

Number of policies in force.

Number of claims in each of 3 years requested.

(24) ACCOUNTING REPORTS AND AUDITS

Supp. 10-16-95
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RATE FILING DATA REQUIREMENTS: PAGE #  RATE FILING DATA REQUIREMENTS: PAGE #

Report by independent public accountant eval- Formula filer believes appropriate for deter-

uating the insurer’s system of internal account- mining constitutional rate of return with sup-

ing controls. porting analysis and data.

S . . N .

Listing of 1r_|ternal audl‘ts for New Jersey private Emergency Repeal and Replacement, R.1990 d.621, effective Novem-

passenger lines of business current year. ber 26, 1990 (expired January 25, 1991)

Copies of all internal audits issued during the See: 22 NJR. 37’%&). R :

current year with management responses. Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
(25) OTHER INFORMATION See: 22 N.ILR. 3790(a), 23 N.J.R. 514(a).

Why the assessment (17:30A-8(9)) should be Provision of emergency amendment, R.1990 d.621, readopted with

reflected in rates since it is a loan. changes effective February 19, 1991.

EXHIBIT B

CAUSE OF LOSS REPORT

COMPREHENSIVE
NEW JERSEY
. Calendar Year Ending 12/31

Written Earned Written Earned No. of Losses % Loss Loss Avg. Pure Premium

Exposures Exposures Premium Premium Losses Paid Paid Freq. Loss (Loss Cost)
FIRE :
THEFT
GLASS
ALL OTHER CAUSES
TOTAL

EXHIBIT C

Worksheet to Determine Zero Threshold Premium and Com-
mission for BI and UMBI

Page 1 of 4

Insurance Group Name

Insurance Company Name

Group NAIC Number

Company NAIC Number

This is a filing for
Check one: (check one):

BI ________ Flex Rating Increase
UMBI Prior Approval Increase
Prior Approval Decrease

BEFORE COMPLETING THIS FORM, PLEASE READ

THE INSTRUCTIONS ON PAGE 4.

Section A )
Section A develops the revised verbal threshold base rate after
the rate change.

Item 1A: Current verbal threshold base rate

State the territory number

Number of exposures

Percent of statewide total

Item 2A: Verbal threshold rate change, expressed as a multipli-
cative factor

Item 3: Revised verbal threshold base rate

(Item 1A multiplied by Item 2A)
NOTE: Item 3A is the new verbal threshold base rate after the
rate change.

Section B

Supp. 10-16-95

The dollars of commission for the verbal threshold base rate
and the zero threshold base rate are to be identical after the
rate change. Section B develops the dollars of commission
which can be included in the rate. The insurer may pay a
higher commission. However, the portion of the commission
above the amount stated in Item 2B is not to be included in the
rate and is not to be charged to the policyholder.

Page 2 of 4
Item 1B: Current filed and approved commission rate for the
VERBAL threshold base rate, expressed as a decimal and
rounded to the third decimal place

State the relevant DOI filing number:

Item 2B: Dollars of commission for the increased/decreased
verbal threshold base rate
(Item 3A multiplied by Item 1B)

NOTE: Item 2B is the dollars of commission for the verbal
threshold base rate after the rate change, and it is also the
dollars of commission for the zero threshold base rate after the
rate increase/decrease.

Section C

Section C develops the zero threshold rate change.

For a prior approval rate increase, or a flex rating increase,
complete Item 1C, Item 2C, Item 3C, and Item 4C. For a rate
decrease, complete Item 5C, Item 6C, Item 7C, and Item 8C.
COMPLETE ITEMS 1C, 2C, 3C, AND 4C ONLY FOR A
PRIOR APPROVAL RATE INCREASE, OR A FLEX RAT-
ING RATE INCREASE, BUT NOT FOR A RATE DE-
CREASE.

Item 1C: Item 2A minus 1.000

Item 2C: Item 1C times 2.000

Item 3C: Item 2C plus 1.000

Item 4C: Zero threshold rate increase expressed as a multipli-
cative factor

NOTE: Item 4C is the amount the insurer selects as the zero
threshold rate increase. However, for a flex filing rate in-
crease, Item 4C cannot be smaller than Item 3C.

Page 3 of 4
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COMPLETE ITEMS 5C, 6C, 7C, AND 8C ONLY FOR A
PRIOR APPROVAL RATE DECREASE, AND NOT FOR A
PRIOR APPROVAL RATE INCREASE, AND NOT FOR A
FLEX RATING INCREASE.

Item 5C: 1.000 minus Item 2A

Item 6C: Item 5C divided by 2.000

Item 7C: 1.000 minus Item 6C

Item 8C: Zero threshold rate decrease expressed as a multipli-
cative factor

NOTE: Item 8C is the amount the insurer selects as the zero
threshold rate decrease.

Section D

Item 5D of Section D is the zero threshold base rate with the
rate increase/decrease.

Item 1D: Current zero threshold base rate

Item 2D: Filed and approved dollars of commission for the
current zero threshold base rate

State the relevant DOI filing number:

Item 3D: Current zero threshold base rate excluding commis-
sions (Item 1D minus Item 2D) .

Item 4D: Increased/decreased zero threshold base rate, exclud-
ing commissions

(Item 3D multiplied by Item 4C, or Item 3D multiplied by Item
8C, as appropriate.)

Item 5D: Increased/decreased zero threshold base rate, includ-
ing commissions (Items 2B plus Item 4D)

Page 4 of 4
Instructions:

1. Data are for base rates for the territory with the largest
number of the filer’s exposures. Following Item 1A state the
number of the territory in question; the number of exposures
in that territory; and the portion of the statewide exposures for
the filer in that territory.

2. File one worksheet for BI and one for UMBL

3. For combined single limits, fill out the worksheets using
the BI and UMBI portions of the rate.

4. TItem 2A is to be expressed as a decimal and rounded to
the third digit. For example, if the rate change is an increase
of 2%, Item 2A is 1.020. As another example, if the rate
change is a decrease of 3.2%, then Item 2A is 0.968.

5. The commission rate in Item 1B to be expressed as a
decimal and rounded to the third digit. For example, if the
commission rate is 15.3%, Item 1B is 0.153. As another
example, if the commission rate is 19%, Item 1B is 0.190.

6. The commission allowable in the zero threshold base rate
is Item 2B. The insurer may pay a higher commission. How-
ever, the portion of the commission above the amount stated in
Item 2B is not to be included in the rate and is not to be
charged to the policyholder.

7. Following Items 1B and 2D, provide the DOI filing num-
ber of the filing in which the commission rate was approved.

EXHIBIT E
Dollar
Effect

Percentage

Bodily Injury Change

Verbal

Zero
Property Damage
Personal Injury Protection
Uninsured Motorists

Verbal

Zero
Total Liability
Comprehensive
Collision
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Percentage Dollar
Bodily Injury Change Effect
Total Physical Damage
Overall Total
Expense Fees Current Proposed

Single Limit Liability
Bodily Injury

Property Damage
Personal Injury Protection
Comprehensive

Collision

Emergency Repeal and Replacement, R.1990 d.621, effective Novem-
ber 26, 1990 (expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a).
Repeal and Replacement, R.1990 d.621, readopted with changes
effective February 19, 1991.

EXHIBIT F

The Chief Financial Officer and President must make the
following representations regarding rate filing documents:

1. The schedule of operating expenses for the insurer’s New
Jersey private passenger automobile lines of business (cor-
responding to columns 19.1 through 19.4 and in columns
21.1 and 21.2 of the insurance expense exhibit (IEE)).
Include only those costs which were incurred to support
the insurer’s New Jersey private passenger automobile
insurance operations.

2. 'The allocation of expenses to each line of business on the
insurance expense exhibit and the required schedule was
made in accordance with the Instructions for Uniform
Classifications of Expenses.

3. The allocation of corporate-wide (worldwide, countrywide
and regionalwide) expenses to New Jersey lines of busi-
ness represents only those corporate-wide costs that are
properly allocable to New Jersey operations based on
reasonable and prudent allocation methodologies.

4. The allocation methodologies used to allocate certain New
Jersey general and administrative or indirect costs to New
Jersey private passenger automobile lines of business were
reasonable, adequately supportable, and did not result in
costs being allocated which were incurred by reason of
non-private passenger automobile insurance operations.

5. Allocation methodologies used were applied consistently
from year to year or, if there were any changes in
allocation methodologies, the insurer has stated the rea-
sons for the changes and has quantified the effect of
changing the methodologies.

6. The methodologies used to allocate indirect costs is con-
sistent with the methodologies used to allocate indirect
costs by the insurer’s internal reporting system and, if the
company is also an NJAFIUA/MTF servicing entity, the
methodologies were consistent with those used in prepar-
ing the NJAFIUA/MTF operating statement (Exhibit P).

7. If the insurer operated separate cost centers for its New
Jersey private passenger automobile lines of business, but
expenses for these cost centers were allocated rather than
accounted for directly, the insurer has accurately quanti-
fied the effect of not accounting for such expenses direct-
ly. Also, reasons for not using direct costing for the
separate New Jersey private passenger auto cost centers
have been provided.

8. The methodologies used to allocate indirect costs to the
New Jersey private passenger automobile lines of business

Supp. 10-16-95
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10.

11.

12.

13.

14.

15.

16,

17.

18.

19.

20.

21

Supp. 10-16-95

are consistent with the methodologies used to allocate

indirect costs to other New Jersey lines of business.

The total pool of allocated costs (before allocating to the

various lines of business in each state) represents all and

only such costs as are reflected in the insurer’s annual
audited financial statements prepared under statutory ac-
counting principles.

All paid allocated loss adjustment expenses reported for

New Jersey private passenger automobile lines of business

were incurred to settle specific claims and the guidelines

used for determining these loss adjustment expenses are
the same as those used for the insurer’s other lines of
business.

A reasonable, prudent person would not determine that

there are allocation methodologies which could have been

used that would clearly have resulted in a more accurate
allocation of operating expenses.

Financial information on the IEE properly reconciles with

the insurer’s annual statements as reported to the Depart-

ment.

The schedule provided for premiums, incurred losses and

operating expenses (on a direct basis) by New Jersey lines

of business properly reconciles to the insurer’s total pre-
miums, incurred losses and operating expenses by line of
business (on a net basis) as reported in the IEE.

Net direct written premiums reported in the current year

for each New Jersey line of business were determined in

the same manner as in the preceding two years.

The Insurance Expense Exhibits for the current and pre-

ceding two years and the required supporting schedules

were prepared in conformity with statutory accounting
principles.

Adequate provision has been made for all incurred losses

in each of the periods reported.

There were no violations of laws or regulations during the

periods reported whose effects have not been considered

in the results of operations reported.

The accounting records underlying the financial informa-

tion provided accurately and fairly reflect, in reasonable

detail, the transactions of the insurer’s private passenger
automobile and other lines of business.

The filer has complied with all aspects of contractual

agreements that would have a material effect on the

financial information provided in the event of noncompli-
ance.

No events have occurred subsequent to the date of the

most recent Insurance Expense Exhibit that would require

adjustment to the financial information provided on the

Insurance Expense Exhibits or to the financial information

provided on the other schedules required.

There have been no:

a. Irregularities involving management or employees
who have significant roles in the internal control
structure.

b. Irregularities involving other employees that could
have a material effect on the financial informatio:

. provided. .

c. Communications from regulatory agents concerning
noncompliance with, or deficiencies in, financial re-
porting practices that could have a material effect on
the financial information provided.

EXHIBIT G
KEY PERFORMANCE INDICATORS

The following data ratios should be provided for each line of
business (for New Jersey business only). All of the ratios shall
be calculated for the current year and preceding two years.
Information on surplus as regards policyholders, accounts re-
ceivable, underwriting employees and number of adjusters shall
be provided as of the last day of each year reported.

1. Salvage Recoveries/Paid Losses (Collision Only)

2. Subrogation Recoveries/Paid Losses (Liability Coverages

Only)

Premiums Collected/Earned Premiums

Accounts Receivable/Earned Premiums

Incurred Losses (excl. IBNR)/Earned Premiums

Earned Premiums/Earned Exposures

Exposures Written/Underwriting Employees

Underwriting Expenses/Exposures Written

Paid Losses/Claims Paid and Closed

10. Claims Outstanding/Number of Adjusters

11. Claim Expenses/Claims Reported

12. Other ratios as deemed necessary by the Department of
Insurance

In addition, the following data should be provided:

13.  Annual Net Written Premiums/Surplus as Regards Policy-
holders

14. Reduction to Surplus as Regards Policyholders during the
current and preceding two years.

000NN AW

Emergency New Rule, R.1990 d.621, effective November 26, 1990
(expired January 25, 1991).
See: 22 N.J.R. 3790(a).
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991.
See: 22 N.I.R. 3790(a), 23 N.J.R. 514(a).
Provision of emergency new rule, R.1990 d.621, readopted without
change.

EXHIBIT H

Marketing Methods for the
Top 20 Private Passenger Auto Insurers in New Jersey

Independent Agents:
Aetna Casualty and Surety Co.
Atlantic Employers Insurance Co.
Camden Fire Insurance Association
Continental Insurance Co. of New Jersey
Hanover Insurance Co.
Harleysville Garden State Insurance Co.
Liberty Insurance Corp.
Newark Insurance Co.
Ohio Casualty Insurance Co.
Parkway Insurance Co.
Selective Insurance Co.
Twin City Fire Insurance Co.
United States Fidelity & Guaranty Co.

Captive Agents:
Allstate Insurance Co.
Keystone Insurance Co. of New Jersey
(formerly Keystone Insurance Co.)
Prudential Property and Casualty Insurance Co. of NJ
State Farm Mutual Auto Insurance Co.

Direct Writers:
Liberty Mutual Fire Insurance Co.
New Jersey Manufacturers Insurance Co.
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United Services Auto Association

SUBCHAPTER 16A. FLEX RATE PERCENTAGE
CALCULATIONS FOR PRIVATE
PASSENGER AUTOMOBILE INSURANCE

Subchapter Historical Note

Subchapter 16A was adopted as R.1990 d.161, effective March 19,
1990. See: 21 N.J.R. 3719(a), 22 N.J.R. 963(a).

11:3-16A.1 Purpose and scope

(a) The purpose of this subchapter is to set forth the
methodology for determining the flex rate percentage in-
crease for private passenger automobile insurance permitted
by N.J.S.A. 17:29A-44.

(b) This subchapter shall apply to rates filed by:

1. All insurers writing or transacting private passenger
automobile insurance in the voluntary market in this
State;

2. All rating organizations authorized in this State;
and

3. All coverages described herein, subject to the con-
ditions stated for private passenger automobile insurance.

11:3-16A.4

consumers, U.S. City Average, plus three percentage
points; and

2. For physical damage coverage, the flex rate per-

.centage shall be calculated from the last published in-

crease in the automobile maintenance and repair compo-
nents of the National Consumer Price Index, U.S. City
Average, plus three percentage points.

(b) The CPI used for determining the flex rate percent-

age may be calculated annually by using the factors set forth
in (a) above by:

1. Fitting an exponential curve to a 12 month moving
average starting in December and ending 14 months later
in February of the current year. This method provides a
stabilized yearly average of the month-to-month changes
in the CPI;

2. Using the annual change from February of the
previous year to February of the current year. This
method produces a rate that is responsive to recent
market changes reflected by changes in the CPI; and

3. Averaging the two figures in (b)1 and 2 above.
This calculation permits the Commissioner to utilize the
strengths of both methods by striking a balance between
stability and responsiveness.

(c) The flex rate percentage may be modified pursuant to

N.J.S.A. 17:29A-44(d) if the Commissioner finds that the
11:3-16A2 Definitions flex rate percentage as cal.culated in (b) above will produce
rate levels that are excessive.

The following words and terms, as used in this subchap-
ter, shall have the following meanings, unless the context
clearly indicates otherwise.

“Commissioner’ means the Commissioner of Insurance of
the State of New Jersey.

“Flex rate” means a Statewide average rate change as set
forth in N.J.S.A. 17:29A-44.

“Flex rate percentage” means the maximum rate change
permitted by N.J.S.A. 17:29A-44 that is calculated and
modified, if required, in accordance with this subchapter.

“Private passenger automobile” means a vehicle that
meets the definition in N.J.S.A. 39:6A-2a.

11:3-16A.3 Flex rate percentage calculations for private
passenger automobile insurance

(a) The flex rate percentage shall be based upon the
following:

1. For personal injury protection coverage, bodily in-
jury liability and property damage liability coverage, the
flex rate percentage shall be calculated from the last
published increase in the medical care service components
of the National Consumer Price Index (CPI), all urban

3-89

Case Notes

Commissioner of insurance is not required to provide notice and
comment of the calculation of flex-rates. Matter of Department of
Insurance’s Order Nos. A89-119 and A90-125, 129 N.J. 365, 609 A.2d
1236, (1992).

11:3-16A.4 Establishment of the flex rate

(a) The Commissioner shall annually issue an order es-

tablishing the allowable flex rate.

1. The order issued by the Commissioner shall set
forth the flex rate for the following coverages:

i. Personal Injury Protection;

ii. Bodily Injury Liability (Underinsured/Unin-
sured):

(1) Verbal Threshold; and
(2) Zero Threshold,;
ifi. Property Damage Liability; and
iv. Physical Damage:
(1) With model year rating; and
(2) Without model year rating.

Supp. 10-16-95
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2. If a modification to the flex rate pursuant to
N.J.S.A. 17:29A-44 has been made by the Commissioner,
the order shall set forth the amount of and reason for the
modification.

i. New Jersey currently has no actuarial data under
P.L. 1988, c.119 to compare bodily injury liability rates
for the verbal threshold and zero threshold optional
coverages. Until sufficient New Jersey data is devel-
oped, the relative flex rate between the verbal and zero
thresholds may be based on the Department’s examina-
tion of the rate of trends in states with no-fault or tort
systems. States with no-fault systems would be the
basis for data for the verbal threshold, and tort system
states would be the basis for data for the zero thresh-
old.

(1) If the Commissioner finds that the rate of
trend is different in no-fault states than in states
using the tort system, the flex rate for the verbal
threshold shall be set at a different rate than the zero
threshold flex rate.

ii. Individual classification rating factors (for exam-
ple, territory, deductibles, increased limits, factors, age,
etc.) shall be subject to prior approval and shall not be
changed through the use of the flex rate, except to the
extent needed to comply with N.J.S.A. 17:29A-36.

(1) The purpose of flex rating is to permit insurers
to increase their overall revenue. The use of flex
rating was not intended to permit insurers to alter
the relative premium paid by various classes of in-
sureds without first obtaining prior approval by the
Department.

ili. The Commissioner may modify the flex rate for
physical damage based on an insurer’s or rating organi-
zation’s use of the following rating systems:

(1) For insurers and rating organizations using
both model year and vehicle series/symbol group
rating systems: Model year rating systems and vehi-
cle series/symbol group rating systems, when used in
conjunction, provide for built-in premium increases
from year to year and therefore may contain appro-
priate yearly premium increases for physical damage
coverages. A flex rate increase in addition to the
yearly automobile premium increases may result in
rate levels that are excessive.

(2) For insurers and rating organizations using
only vehicle series/symbol group rating systems, a
partial flex rate shall be set forth by the Commission-
er in an order to be issued annually. Vehicle ser-
ies/symbol group rating systems provide some built-in
premium increases from year to year and therefore
are entitled to a portion of the flex rate increase as
set forth by the Commissioner in an order.

Supp. 10-16-95

(b) All insurers and rating organizations may implement
the flex rate on a combined basis for both physical damage
coverages. The overall flex rate for collision and compre-

hensive on a combined basis shall not exceed the physical

damage flex rate pursuant to N.J.S.A. 29A-44(2).

Case Notes

Commissioner cannot modify the “three percentage point” compo-
nent of the flex-rate provision, and is not required to provide notice
and comment in the calculation of flex-rates. Matter of Department of
Insurance’s Order Nos.A89-119 and A90-125, 129 N.J. 365, 609 A.2d
1236 (1992).

SUBCHAPTER 17. (RESERVED)

Subchapter Historical Note

Subchapter 17, “Rating Organizations” became effective October 6,
1985 as R.1985 d.609. See: 16 N.J.R. 2936(a), 17 N.J.R. 2905(a).
Further amendments became effective December 16, 1985 as R.1985
d.629. See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a). Subchapter 17, was
repealed and replaced by a new rule as R.1986 d.419, effective October
6, 1986. See: 18 N.J.R. 1171(b), 18 N.J.R. 2045(a). Subchapter 17
was repealed by R.1989 d.328, effective June 19, 1989. See: 21 N.J.R.
973(a), 21 N.J.R. 1708(a).

SUBCHAPTER 18. PRIVATE PASSENGER
AUTOMOBILE INSURANCE: RATE FILING
REVIEW PROCEDURES

Subchapter Historical Note

Subchapter 18 was adopted as R.1990 d.109, effective February 5,
1990. See: 21 N.J.R. 3422(b), 22 N.J.R. 421(a).

11:3-18.1 Purpose and scope

(a) This subchapter sets forth the procedures used by the
Department to review voluntary market private passenger
automobile insurance rate filings and implements N.J.S.A.
17:29A-1 et seq. It is intended to provide for the expedi-
tious review and disposition of automobile insurance rate
filings consistent with applicable statutes regarding insur-
ance and administrative procedures.

(b) This subchapter applies to the following kinds of
automobile insurance rate filings submitted to the Depart-
ment;

1. Annual informational filings made pursuant to
N.J.S.A. 17:29A-36.2b;

2. Flex rate filings made pursuant to N.J.S.A.
17:29A-44; and

3. Rate change filings that require prior approval of
the Commissioner made pursuant to N.J.S.A. 11:29A-14.

3-90
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11:3-18.3

(c) This subchapter shall be construed so as to be com-
patible with the rules that set forth requirements for rate
filings, N.J.A.C. 11:3-16; the provisions of the Administra-
tive Procedures Act, N.J.S.A. 52:14B-1 et seq.; and the
administrative procedure rules, N.J.A.C. 1:1 and 1:11 con-
cerning the disposition of matters after they have been
determined to be a contested case.

11:3-18.2 Definitions

The following words and terms when used in this sub-
chapter shall have the following meanings unless the context
clearly indicates otherwise:

“Annual informational filing” means a filing made in
accordance with the provisions of N.J.S.A. 17:29A-36.2b
and NJ.A.C. 11:3-16.4 or 16.7(a).

“Contested case” means any proceeding so defined in
N.J.S.A. 52:14B-2(b), specifically including a prior approval
filing when request for a hearing has been made by any
party or when the Commissioner determines that a hearing
on the filing is necessary.

“Day” means a calendar day.

“Department” means the Neéw Jersey Department of
Insurance.

“Filer” means a rating organization or any insurer making
its own rates or a portion thereof, establishing or proposing
to establish a new rate or rate change, or making an annual
informational filing.

“Flex rate filing” means a filing made pursuant to
N.J.A.C. 11:3-16.5 or 16.7(c) to adjust rates within limits set
in accordance with the provisions of N.J.S.A. 17:29A~44 and
applicable orders of the Commissioner issued pursuant to
N.JA.C. 11:3-16A.

“Parties” includes the filer, the Public Advocate, and any
other person with a legal right to participate in the proceed-
ings who has served notice on the Commissioner of its
intention to participate.

“Prior approval filing” means a filing made pursuant to
N.JS.A. 17:29A-14 and NJ.A.C. 11:3-16.6 or 16.7(d) to
alter, supplement, or amend rating systems or any part
thereof, except flex rate filings.

“Public Advocate” means the Division of Rate Counsel,
Department of the Public Advocate of New Jersey.

“Qualified member” of a rating organization means an
insurer member or subscriber of a rating organization whose
total written private passenger car years insured on a calen-
dar year basis, is less than 1.5 percent on January 1, 1990
and one percent on or after January 1, 1991, of the total
written private passenger car years insured by all insurers

3-91

writing motor vehicle insurance in this State in the voluntary
market, pursuant to N.J.S.A. 17:29A-6.1a2.

“Rating organization” means every person or persomns,
corporation, partnership, company, society, or association
engaged in the business of making rates or a portion thereof
for two or more insurers and licensed in accordance with
NJ.S.A. 17:29A-2.

11:3-18.3 General provisions applicable to all filings

(a) Filings may be submitted by insurers or licensed
rating organizations which are authorized to file rates for
insurers which are members or subscribers of the rating
organization.

1. Insurers required to make their own rates pursuant
to N.J.S.A. 17:29A-6.1a(2), which are not qualified mem-
bers of rating organizations as defined in N.J.A.C.
11:3-18.2 shall make filings themselves.

2. Filings submitted by rating organizations shall be
submitted only for and on behalf of their qualified mem-
ber companies.

(b) In computing any period of time fixed by this sub-
chapter, the day of the act or event from which the designat-
ed period begins to run is not to be included. The last day
of the period so computed is to be included, unless it is on a
Saturday, Sunday or legal holiday, in which event the period
runs until the end of the next day which is neither a
Saturday, Sunday nor legal holiday.

(c) All documents filed with the Commissioner, except
initial filings, shall contain a statement certifying that the
item is being submitted within the time provided by this
subchapter.

(d) Provisions of this subchapter that establish time limits
may be relaxed or modified by the Commissioner for good
cause shown,

(e) A determination by the Department that a filing is
complete relates solely to the presence in the filing of the
items required by N.J.A.C. 11:3-16 and shall not be consid-
ered a finding regarding the accuracy or reasonableness of
the information or calculations.

(f) All filings and other items submitted to the Commis-
sioner shall be sent to the Department at the following
address:

New Jersey Department of Insurance
Property/Liability Division

20 West State Street

CN 325

Trenton, New Jersey 08625-0325
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(g) Any filing or other item submitted to the Public
Advocate shall be sent to the Public Advocate at the
following address:

Department of the Public Advocate
Division of Rate Counsel

744 Broad Street—30th Floor
Newark, New Jersey 07102

Case Notes

Insurers’ filings for rate increases were ruled complete due to
commissioner’s failure to timely respond. Allstate Ins. Co. v. Fortuna-
to, 248 N.J.Super. 153, 590 A.2d 690 (A.D.1991).

11:3-18.4 Procedures for review of annual informational
filings

(a) The time period for the Department’s review of an
annual informational filing shall commence upon the day
that the filing is received.

(b) If the filing is incomplete, the Department shall so
advise the filer not later than 60 days after receipt of the
filing.

1. The filing shall be deemed to be complete if the
filer is not notified that the filing is incomplete.

2. Notice to the filer that the filing is incomplete shall
specify the missing item(s) or information. The notice
shall advise the filer that the deficiency must be cured
within 30 days of receipt of notice, and that failure to cure
the deficiency within 30 days of receipt of notice may
result in imposition of penalties as provided by law.

(c) If any annual informational filing is not made, or if an
incomplete filing is not cured within 30 days of receipt of
notice, the Commissioner may commence proceedings to
impose penalties on the filer as provided by law.

11:3-18.5 Procedures for review of flex rate filings

(a) The time period for the Department’s review of a flex
rate filing shall commence upon the day that the filing is
received.

(b) The Department shall advise the filer if the filing is
incomplete not later than 60 days after receipt of the filing.

1. The filing shall be deemed to be complete if the
filer is not notified that the filing is incomplete.

2. A notice to the filer that the filing is incomplete
shall specify the missing item(s) or information. The
notice shall advise the filer that the deficiency must be
cured within 30 days of receipt of the notice. The notice
shall further advise the filer of its right to a hearing on
the issue of completeness, and of the consequences of
failure to cure the deficiency, as provided in (c) below.

Supp. 10-16-95

(c) If the filer has not cured the deficiency within 30 days
of notice, or if the filer has not requested a hearing in
writing within 30 days of notice, the Commissioner may
enter an Order directing the filer to cease using the flex
rates set forth in the filing; directing the filer to use its rates
in effect prior to making the flex rate filing; and directing
the filer to file a plan to refund or adjust the rates of any
insured whose policy was issued or renewed using the rates
set forth in the flex rate filing.

(d) A filer may request a hearing on the issue of com-
pleteness. Any such request shall be made in writing and
shall contain facts or legal arguments that adequately sup-
port the filer’s contention that the filing is complete as
submitted.

(e) Not later than 10 days after receipt of a request for
hearing, the Commissioner shall determine whether the
matter requires a hearing and so notify the filer in writing.

1. If the matter is found to require a hearing, the
Commissioner may hear the matter; direct that the mat-
ter be transmitted to the Office of Administrative Law for
further proceedings; or appoint a salaried employee of
the Department to hear the matter pursuant to N.J.S.A.
17:29A-14c.

2. As a condition to scheduling the hearing, the Com-
missioner may order the filer to establish a separate
interest-bearing escrow account, into which the funds
collected on account of the flex rate increase shall be
deposited, pending the outcome of the hearing.

(f) Further proceedings on the matter shall be conducted
in accordance with the Administrative Procedure Act,
N.J.S.A. 52:14B-1 et seq.

11:3-18.6 Procedures for review of prior approval filings

(a) The time period for the Department’s review of a
prior approval filing shall commence the day the filing is
received. The filer shall serve a copy of the filing on the
Public Advocate simultaneously with making the filing with
the Department, pursuant to N.J.A.C. 11:3-16.3(e), and the
filing shall contain a certification by an officer of the filer
that a copy was so served.

(b) The Public Advocate shall notify the Department and
the filer if it intends to intervene no later than 10 days after
receipt of a filing.

(c) The Department shall advise the filer if the filing is
incomplete not later than 25 days after receipt of the filing.

1. The filing shall be deemed to be complete if the
filer is not notified that the filing is incomplete.

2. Notice to the filer that the filing has been found to
be incomplete shall specify the missing item(s) or infor-
mation.
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3. The Department shall send a copy of the notice
that the filing is incomplete to the Public Advocate, if
notice of intent to intervene has been received.

4. The Department may return the filing to the filer
with the notice that it is incomplete with a statement that
it has been disapproved as a nonconforming filing. Any
resubmission of the filing after the deficiency has been
cured shall be considered initial receipt.

(d) If the Department requests further information from
the filer, which information must be provided to the Depart-
ment upon request pursuant to N.J.A.C. 11:3-16.8, 16.9 or
16.10, the filer shall submit the information to the Depart-
ment, and simultaneously to the Public Advocate, within 15
days of the receipt of the request.

(e) The Department deems the filing requirements set
forth in NJ.A.C. 11:3-16 to be sufficient information to
review and evaluate any rate change requested. Therefore,
no supplemental information beyond limited discovery to
seek clarifying or explanatory information should be re-
quired. The following procedures may be used to obtain
clarifying, explanatory or supplemental information if neces-
sary:

1. Not later than 20 days after receipt of a filing, the
Public Advocate may request in writing that the filer
provide information that may be necessary to clarify or
explain information contained in the filing. Not later
than 10 days after receipt of any such request, the filer
shall provide the clarifying or explanatory information to
the Public Advocate and simultaneously to the Depart-
ment.

2. Not later than 20 days after receipt of a filing, the
Public Advocate may petition the Commissioner for an
Order directing the filer to provide additional data, infor-
mation or documents, other than that required to clarify
or explain information contained in the filing.

i. The petition shall include a list of the data,
information or documents to be provided and show
good cause why the additional information or docu-
ments are required. A copy of the petition shall be
sent simultaneously to the filer, which may file a re-
sponsive statement within five days.

ii. Upon receipt of such a petition, and after consid-
eration of any responsive statement by the filer, the
Commissioner may either direct the filer to provide all
or part of the information or documents within a
specified time, or deny the petition.

iii. A decision of the Commissioner directing the
filer to provide additional data, information or docu-
ments in accordance with this section may include a
reasonable extension of time within which the Public
Advocate may file its report and recommendation, and
further include a reasonable extension of time within
which any party may request a hearing.
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iv. Copies of any correspondence between the par-
ties, and any additional information or documents sup-
plied at the direction of the Commissioner, shall also be
provided to the Department.

(f) Not later than 60 days after receipt of a filing, the
Public Advocate shall file with the Department its report
and recommendations, and simultaneously submit a copy to
the filer.

(g) Not later than 60 days after receipt of a filing by the
Department, either the Public Advocate or the filer may
request in writing a hearing on the filing. A request for
hearing shall include a statement of facts and issues in
sufficient detail so as to notify the Department and any
other party of the matters in dispute.

(h) Upon receipt of a request for a hearing, or not later
than 75 days after receipt of a filing by the Department, the
Commissioner shall determine whether the matter is a
contested case and notify all parties in writing.

1. If no hearing is requested the Commissioner shall
enter an appropriate final order disposing of all issues
raised by the filing. The final order shall be issued not
later than 90 days from receipt of the filing, except for
good cause the Commissioner may extend the time to
issue a final Order by not more than 30 days.

2. If a hearing is requested the Commissioner may
hear the matter; direct that the matter be transmitted to
the Office of Administrative Law; or may appoint a
salaried employee of the Department to hear the matter
pursuant to N.J.S.A. 17:29A-14c.

(i) The hearing shall be conducted pursuant to the provi-
sions of N.J.S.A. 17:29A-14c and the Administrative Proce-
dure Act, N.J.S.A. 52:14B-1 et seq., and applicable adminis-
trative rules, N.J.A.C. 1:1 and 1:11.

Case Notes

Insurers’ filings for rate increases were ruled complete due to
commissioner’s failure to timely respond. Alistate Ins. Co. v. Fortuna-
to, 248 N.J.Super. 153, 590 A.2d 690 (A.D.1991).

11:3-18.7 Other remedies preserved

Nothing in this subchapter shall prevent the Commission-
er from at any time initiating an action pursuant to N.J.S.A.
17:29A-1 et seq. to direct that rating systems be altered or
revised if found to provide for, result in, or produce rates
which are unreasonable, inadequate, or which discriminate
unfairly between risks in this State involving essentially the
same hazards and expense elements.

Supp. 10-16-95
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SUBCHAPTER 19. STANDARD/NON-STANDARD
RATING PLANS

Authority
NJS.A. 17:1-8.1; NJ.S.A. 17:1C-6(e); NJ.S.A. 17:29A-45.

Source and Effective Date

R.1991 d.92, effective January 25, 1991.
See: 22 N.J.R. 3804(a), 23 N.L.R. 532(a).

Subchapter Historical Note

Subchapter 19, Standard/Non-Standard Rating Plans, was filed as
emergency new rule R.1990 d.628, effective November 26, 1990, with a
January 25, 1991 expiration date. See: 22 N.J.R. 3804(a). The
subchapter was readopted as R.1991 d.92 with changes effective Febru-
ary 19, 1991. See: Source and Effective Date.

11:3-19.1 Purpose and scope

(a) This subchapter implements N.J.S.A. 17:29A-45 as
amended by section 37 of P.L.1990, c.8, by establishing
standards for standard/non-standard rating plans in the vol-
untary automobile insurance market. It sets forth the items
to be filed and approved by the Commissioner in order to
create a standard/non-standard rating plan; standards to be
applied by the Department in approving a plan; and stan-
dards for the functioning of a plan in the market.

(b) This subchapter applies to all insurers that are li-
censed and authorized to transact personal private passen-
ger automobile insurance in the voluntary market. It ap-
plies to groups of affiliated companies which insure risks
through separate individual insurance companies.

11:3-19.2 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings unless the con-
text clearly indicates otherwise.

“Affiliated companies” means two or more individual

insurance companies that are authorized to transact private

passenger automobile insurance business in New Jersey and
that are under both common ownership and common man-
agement,

“Applicant” means a person applying to an insurer for a
policy of automobile insurance who is not currently a named
insured under a policy of automobile insurance issued by
that insurer.

“Automobile insurance eligibility points” or “eligibility
points” means points accrued in accordance with the sched-
ule set forth in N.J.A.C. 11:3-34,

“Commissioner” means the Commissioner of Insurance of
the State of New Jersey.

“Department” means the New Jersey Department of
Insurance.

Supp. 10-16-95

“Individual insurance company” means an insurance com-
pany separately licensed and authorized to transact private
passenger automobile insurance business in New Jersey,
regardless of whether it is one of a group of affiliated
companies.

“Insured” when used as a noun means a policyholder or
other person insured under a policy of automobile insurance
and not insured elsewhere.

“Insurer” includes a group of affiliated companies.

“Standard/non-standard rating plan” means a rating sys-
tem used by an insurer that provides different rates for
different risks to those insureds who qualify in accordance
with the insurer’s approved underwriting rules.

“Public Advocate” means the Division of Rate Counsel of
the New Jersey Department of the Public Advocate, estab-
lished pursuant to N.J.S.A. 52:27E-16.

“Renew” means to issue and deliver at the end of the
policy period a policy superceding a policy previously issued
and delivered, or to issue and deliver a certificate or notice
extending the term of a policy beyond its policy period or
term, by the same individual insurance company, or by
another of a group of affiliated companies pursuant to a
standard/non-standard rating plan filed and approved in
accordance with this subchapter.

“Risk” means the person or property exposed to loss or
damage that is insured under an automobile insurance

policy.

11:3-19.3 Filing requirements for standard/non-standard
rating plans

(a) All insurers which write personal private passenger
automobile insurance shall file standard/non-standard rating
plans that provide different rates for risks separately de-
scribed by the insurer’s approved underwriting rules. No
insurer shall implement or use a standard/non-standard
rating plan that has not been filed and approved in accor-
dance with N.J.S.A. 17:29A-45 and this subchapter.

(b) Merit rating surcharges, which are permitted to be
included in rating systems by N.J.S.A. 17:29A~35, shall be
incorporated only into the non-standard rate level of the
voluntary market,

(c) An insurer shall initially establish a standard/non-
standard rating plan by filing with the Commissioner the
following items:

1. A narrative description of the plan, which shall
include:

i. The percentage difference between the standard
and non-standard rate levels;
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ii. The variation of the difference by eligibility
points;

iii. Any variation of the difference by coverage;

iv. The insurer’s plan for determining upon renewal
to which rate level a risk will be assigned; and

v. If the plan is submitted by a group of affiliated
companies, the identity of all individual insurance com-
panies in the group that transact private passenger
automobile insurance business in New Jersey and the
rate level to be used by each;

2. A complete set of underwriting rules that set forth
qualifications for each rate level, which rules shall con-
form to the standards set forth in N.J.A.C. 11:3-35; and

3. Within 30 days of the date of approval of the
underwriting rules or the effective date of the plan,
whichever is later, manual rate pages for each rate level.

(d) A group of affiliated companies may file a stan-
dard/non-standard rating plan that provides that different
individual insurance companies write risks at different rate
levels.

11:3-19.4 Standards for disapproval or modification

(a) A standard/non-standard rating plan shall be disap-
proved for any of the following reasons:

1. If the average non-standard rate is in excess of 135
percent of the average of the combined standard and non-
standard rates;

2. If the plan does not provide for an equitable gradu-
ated scale of non-standard rates based on accrued auto-
mobile insurance eligibility points;

3. If the plan does not provide that the insurer shall,
after April 1, 1992, insure at either its standard or non-
standard rate level all applicants and insureds defined as
“eligible persons” in N.J.A.C. 11:3-34;

4. If the plan does not provide that the insurer shall
insure at its standard rate level all insureds who have
accrued no automobile insurance eligibility points during
the previous three years;

5. If the underwriting rules do not meet the standards
set forth in N.J A.C. 11:3-35;

6. If the insurer fails to submit the items required for
filing pursuant to N.J.A.C. 11:3-19.3; or

7. If the plan otherwise fails to meet any of the
standards of this subchapter.

(b) The Commissioner may by rule or order direct an
insurer with an approved standard/non-standard rating plan
to modify its plan to conform to rules which may be adopted
pursuant to N.J.S.A. 17:29A-45f that further define the non-
standard voluntary market.
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(c) A standard/non-standard rating plan may provide that
any applicant who is not an “eligible person” as defined in
N.J.A.C. 11:3-34 may be insured at the non-standard rate
level during any period of time certified by the Commission-
er for the cessation of the acceptance of applications or the
issuance of new policies by the assigned risk plan, pursuant
to N.J.S.A. 17:29D-1d.

11:3-19.5 Renewal of policy at proper rate level

(a) An insurer which has implemented a standard/non-
standard rating plan shall issue and renew its policies at the
appropriate rate level for which the risk qualifies in accor-
dance with the insurer’s approved underwriting rules based
upon eligibility points accrued in the 36 month period
ending 90 days prior to the expiration of the current policy.
The transfer of a risk from one rate level to another within
an insurer’s standard/non-standard rating plan shall not be
deemed to be a nonrenewal of the policy as provided by
N.J.S.A. 39:6A-3 and NJ.A.C. 11:3-8 if the insurer com-
plies with the provisions set forth below.

1. If the insured qualifies for the standard rate level
after having been insured at the non-standard rate level,
the insurer shall renew the insured at the standard rate
level in accordance with procedures set forth in N.J.A.C.
11:3-8.3(a) through (e).

2. If the insured qualifies for the non-standard rate
level after having been insured at the standard rate level,
the insurer shall renew the insured at the non-standard
rate level in accordance with procedures set forth in
N.J.A.C. 11:3-8.3(a) through (e) after providing notice to
the insured as follows:

i. Written notice shall be sent to the insured at least
30, but not more than 45, days before expiration of the

policy;

ii. The written notice shall advise the insured that
he or she no longer meets the insurer’s approved
underwriting rules for the standard rate level;

ili. The notice shall set forth a summary of the
provisions of the underwriting rule that applies to the
insured and the specific facts upon which the insurer
relies to determine that the insured no longer is quali-
fied for the standard rate level, including the specific
events that resulted in the accrual of automobile insur-
ance eligibility points; and

iv. The notice shall advise the insured of his or her
right to contact other insurers to determine whether
comparable insurance can be purchased elsewhere at
less cost.

(b) An insurer which has implemented a standard/non-
standard rating plan shall state on the policy declaration
page, or some other writing accompanying the policy, the
number of eligibility points that were used to rate the policy.

Supp. 10-16-95



11:3-19.6

DEPT. OF INSURANCE

11:3-19.6 Procedural provisions

(a) An individual insurance company operating pursuant
to a rating plan approved on or before November 14, 1989
may initially file a standard/non-standard rating plan in
which the modification is expressed as a percentage increase
or decrease of the existing rate level.

(b) Contemporaneously with filing a standard/non-stan-
dard rating plan with the Department, an insurer operating
pursuant to a rating plan approved on or before November
14, 1989, shall deliver a copy of the filing to the Public
Advocate at the following address:

Department of the Public Advocate
Division of Rate Counsel

31 Clinton Street

P.O. Box 46005

Newark, New Jersey 07101

1. The Public Advocate may intervene in the proceed-
ings by filing notice with the Department within 10 days
of date of receipt of the filing. A copy of the notice shall
be contemporaneously sent to the insurer filing the plan.

2. The Public Advocate shall file with the Department
its comments regarding the insurer’s proposed rating plan
and underwriting rules no later than 30 days after receipt
of the filing. A copy of the comments shall be contempo-
raneously delivered to the insurer filing the plan.

3. The insurer may submit to the Department a re-
sponse to the comments within 10 days of receipt. A
copy shall be sent contemporaneously to the Public Advo-
cate.

4. The decision of the Commissioner to approve or
disapprove the rates and underwriting rules shall be based
upon the documents submitted.

5. The Commissioner shall promptly notify the insurer
whether the rating plan and underwriting rules have been
approved or disapproved. A copy of the decision shall
also be sent to the Public Advocate if it has filed a notice
of its intention to intervene. Pursuant to N.JLS.A.
17:29A-45c, rates initially filed as a percentage increase
or decrease of the existing rate level by an insurer which
had rates approved on November 14, 1989, shall be
deemed approved if not disapproved within 60 days.

(c) An individual insurance company which did not have
a rating plan approved on or before November 14, 1989 may
file a standard/non-standard rating plan by complying with
the provisions of N.J.A.C. 11:3-19.3 and N.J.A.C. 11:3-16.5
(rate filing requirements for prior approval filings) even if it
is one of a group of affiliated companies of which one or
more companies has approved rates.
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(d) All insurers which write personal private passenger
automobile insurance shall file for approval on or before
March 1, 1991 a standard/non-standard rating plan that
meets the requirements of this subchapter.

11:3-19.7 Penalties

Failure to comply with the provisions of this subchapter
shall subject the insurer to penalties as provided by N.J.S.A.
17:33-2.

SUBCHAPTER 20. REPORTING FINANCIAL
DISCLOSURE AND EXCESS PROFITS

Subchapter Historical Note

Subchapter 20, Reporting Financial Disclosure and Excess Profit
Reports, was repealed and replaced by R.1989 d.277, effective May 15,
1989. See: 21 N.J.R. 667(b), 21 N.J.R. 1335(a), 21 NJ.R. 1517(b).

11:3-20.1 Purpose

This subchapter sets forth the financial disclosure and
excess profits reporting requirements pursuant to P.L. 1988,
c.118 (N.J.S.A. 17:29A-5.6 to 17:29A-5.16).

Case Notes

Insurance commissioner failed to utilize statutory rule-making proce-
dures in changing evaluation of excess profits. American Employers’
Ins. Co. v. Commissioner of Ins., Dept. of Ins., State of N.J., 236
N.J.Super. 428, 566 A.2d 202 (A.D.1989).

11:3-20.2 Scope

The provisions of this subchapter apply to all insurers
authorized to transact private passenger automobile insur-
ance business in this State.

11:3-20.3 Definitions

The following words and terms, when used in this sub-
chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise.

“Actual investment income” means that portion of in-
come generated by investment of policyholder-supplied
funds.

“Actuarial gain” means the remainder obtained by sub-
tracting the allowance for profit and contingencies from
underwriting income which remainder may be positive or
negative.

“AIRE charges” and “AIRE compensation” mean, re-
spectively, amounts paid to or received from the New Jersey
Automobile Insurance Risk Exchange pursuant to N.J.S.A.
39:6A-22.
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“Anticipated investment income” means the amount ob-

tained by multiplying earned premium by the percentage of

premium representing investment income used in the insur-
er's approved rate filings or filings made pursuant to
N.J.S.A. 17:29A-42, during the period of the three calendar-
accident years being calculated, to calculate the allowance
for profit and contingencies.

“Calendar-accident year” means the period from January
1 to December 31, during which, in the appropriate context:

1. Premium or investment income was earned;
2. Expenses were incurred; or

3. Accidents occurred which resulted in losses, loss
adjustment expenses or AIRE compensation.

“Car year” means the unit of exposure equivalent to the
insuring of one automobile for 12 months, two automobiles
for six months each, three automobiles for four months
each, and so on.

“Combined profits report” means the Excess Profits Re-
port consisting of the aggregated profits results of all mem-
bers within an insurance holding company system and the
individual profits results for each individual member within
that holding company system.

“Commissioner” means the Commissioner of Insurance.

“Development adjustment”, for a given calendar-accident
year, means the difference obtained by subtracting:

1. The sum of:

i. Loss and loss adjustment expenses for that calen-
dar-accident year, developed to an ultimate basis and
evaluated as of March 31 of the year preceding the year
in which the profits report required by N.J.A.C.
11:3-20.5 is due; plus

ii. AIRE compensation for that calendar-accident
year, developed to an ultimate basis and evaluated as of
March 31 of the year in which the profits report is due;
from

2. The sum of:

i. Losses and loss adjustment expenses for that cal-
endar-accident year, developed to an ultimate basis and
evaluated as of March 31 of the year in which the
profits report is due; plus

ii. AIRE compensation for that calendar-accident
year, developed to an ultimate basis and evaluated as of
March 31 of the year preceding the year in which the
profits report is due.

“Excess investment income” means the remainder ob-
tained by subtracting the anticipated investment income
from the actual investment income earned by the insurer,
which remainder may be positive or negative.

“Insurer” means an entity authorized or admitted to
transact private passenger automobile insurance business in
New Jersey. Where an insurer is part of an insurance
holding company system, insurer means each individual
insurer within the insurance holding company system as
defined in N.J.S.A. 17:27A-1 et seq. Insurer does not in-
clude any residual market mechanism for automobile insur-
ance for the purposes of this subchapter.

“Non-excessive subsidization” means the number of dol-
lars of excess profit, as calculated pursuant to this subchap-
ter, for an individual insurer within an insurance holding
company system, that is less than or equal to .5 percent (one
half of one percent) of its earned premiums for the three
calendar-accident years immediately preceding the year in
which the Excess Profits Report is due to the extent that this
excess profit has not been refunded or credited to policy-
holders.

“Private passenger automobile insurance business” means
direct insurance on private passenger automobiles as de-
fined in N.J.S.A. 39:6A-2, excluding personal excess liability
insurance and insurance on commercial vehicles.

“Subsidization” means the number of dollars of excess
profit as calculated pursuant to this subchapter, for a mem-
ber of an insurance holding company system, which has not
been refunded or credited to policyholders.

“Total actuarial gain” means the sum of actuarial gains
for the three calendar-accident years immediately preceding
the due date of the profits report required by N.J.A.C.
11:3-20.5 less the development adjustments for the calen-
dar-accident years beginning with the seventh calendar-
accident year immediately preceding the due date of the
profits report and ending with the fourth calendar-accident
year immediately preceding the due date of the profits
report.

“Underwriting income” means the remainder obtained by
subtracting the sum of losses developed to an ultimate basis,
loss adjustment expenses developed to an ultimate basis,
and other expenses exclusive of UCJF assessments, from the
sum of premiums earned and AIRE compensation devel-
oped to an ultimate basis; which remainder may be positive
or negative.

“UCJF assessments” means amounts paid by insurers to
the Unsatisfied Claim and Judgement Fund pursuant to
N.J.S.A. 39:6-63.

“UCJF reimbursements” means amounts received by an
insurer from the Unsatisfied Claim and Judgement Fund as
a result of excess medical expense benefit payments by the
insurer pursuant to N.J.S.A. 39:6-73.1.

Amended by R.1991 d.17, effective January 7, 1991.
See: 22 N.J.R. 2082(b), 23 N.J.R. 106(a).

Definitions added for “combined profits report”, “non-excessive sub-
sidization” and “subsidization”.
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Amended by R.1991 d.45, effective February 4, 1991.
See: 22 N.IL.R. 1678(a), 23 N.J.R. 306(b).

Revised “Insurer” definition by deleting NJAFIUA reference and
added “... any residual market mechanism for automobile insurance
...7 10 text.

11:3-20.4 General reporting requirements

(a) The data in the reports required by this subchapter
shall be for New Jersey voluntary private passenger automo-
bile insurance only.

(b) Each private passenger automobile insurer, except as
provided in (e) below, shall annually file with the Commis-
sioner the data and information required by this subchapter
on or before July 1 of each year. Filings shall be sent:

New Jersey Department of Insurance
Division of Property and Liability

20 West State Street

CN 325

Trenton, New Jersey 08625
Attention: Excess Profits

(c) The data required by this subchapter shall be submit-
ted on an MS-DOS formatted disk(s), and in written copy
using the forms and record layouts contained in the Appen-
dix to this subchapter. The disk(s) may be either 5.25 inch
double sided, double density, or 3.5 inch high density. The
information shall be presented in a Lotus 1-2-3 or compati-
ble spread sheet. The written copy shall include in the left
and top margins the row and column location respectively of
all the data in the worksheets. Each page shall also display
in the bottom right corner the name of the computer file
and disk on which it is contained. All calculated values
shall be given as a formula in the spreadsheet.

(d) The information shall be provided with respect to the
insurer’s New Jersey private passenger automobile insurance
business separately for each of the following coverages and
for all these coverages combined:

1. Personal injury protection, including all options;
2. Bodily injury liability, reported at total limits;

3. Other liability, consisting of property damage liabil-
ity and uninsured and underinsured motorist coverages,
all reported at total limits; and

4. Physical damage, consisting of comprehensive and
collision coverages, including all deductibles.

(e) Any insurer having fewer than 150 earned car years of
exposure in New Jersey during the three calendar-accident
years immediately preceding the date the profits report is
due shall file a certification to that effect, in lieu of all other
requirements of this subchapter.

Supp. 10-16-95
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11:3-20.5 Profits report

(a) Each insurer shall submit a complete and accurate
profits report in the format of the exhibits appended to this
subchapter, which exhibits are hereby incorporated by refer-
ence as part of these rules.

(b) The profits report shall contain the following informa-
tion for each of the seven most recent calendar-accident
years, with an evaluation date as of March 31 of the year in
which the profits report is due:

1. Losses paid;
2. Losses developed to an ultimate basis;
3. Loss adjustment expenses paid;

4. Loss adjustment expenses developed to an ultimate
basis;

5. AIRE compensation received; and

6. AIRE compensation developed to an ultimate ba-
sis.

(c) In addition to the requirements in (b) above, each -

insurer shall file in the format of the exhibits appended to
this subchapter, the following information for the calendar-
accident year ending December 31 immediately preceding
the date the profits report is due:

1. Premiums written;
2. Premiums earned,;
3. Other expenses, itemized separately as follows:
i. Commissions and brokerage fees;
ii. Taxes, licenses and fees;
iii. AIRE charges;
iv. UCJF assessments;
v. Other acquisition costs and general expenses;

vi. Policyholder dividends including any excess prof-
its refunded or credited to policyholders;

4. Allowance for profit and contingencies (obtained by
multiplying premiums earned by the profit and contingen-
cy factors authorized for use with the insurer’s approved
rate filings);

5. Anticipated investment income;
6. Actual investment income; and

7. UCIJF reimbursements received.

(d) The profits report shall include a calculation of each
of the following items in the format of the exhibits append-
ed to this subchapter:

1. Underwriting income for each of the three calen-
dar-accident years immediately preceding the date of the
profits report;

-
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2. Actuarial gain for each of the three calendar-acci-
dent years immediately preceding the date of the profits-
report;

3. Excess investment income for each of the three
calendar-accident years immediately preceding the date of
the profits report;

4. Development adjustment for the calendar-accident
years beginning with the seventh calendar-accident year
immediately preceding the due date of the profits report
and ending with the fourth calendar-accident year imme-
diately preceding the due date of the profits report;

5. Total actuarial gain; and

6. Excess profits.

(e) No expenses included in the Excess Profits Report
shall include assessments paid to the New Jersey Property
Liability Insurance Guaranty Association pursuant to
N.J.S.A. 17:30A~8a(9) or surtaxes paid pursuant to N.J.S.A.
17:33B—49, except to the extent the insurer was permitted to
reflect the assessments and surtaxes in its approved rates for
private passenger automobile insurance pursuant to
N.J.A.C. 11:3-16.11 for any of the three years reported in
the Excess Profits Report.

() An officer of the insurer shall certify on the profits
report forms that the report complies with all statutory and
regulatory requirements to the best of his or her informa-
tion, knowledge and belief. The officer shall sign his or her
name and provide title and date, and phone number.

(g) An insurer may reflect as an expense the net amounts
paid to the MTF in calculating its excess profits. The
expense shall be reported in the “BI Liability and Unin-
sured/Underinsured Motorists Coverages” of Exhibit Ten in
the Appendix.

1. The net amounts paid to the MTF includes only
payments actually made by the insurer to the MTF, which
are to be credited as all or part of the insurer’s apportion-
ment share of MTF losses pursuant to N.J.S.A.
17:33B-11d and the MTF Plan of Operation, including
any payment made on account of the insurer’s liability or
in response to an Order of the Commissioner directing
that payment be made, less any amount recovered by the
insurer from policyholders pursuant to N.J.A.C.
11:3-16.12.

2. If an insurer makes a payment to the MTF pursu-
ant to Article XIV, section 5 of the MTF Plan of Opera-
tion prior to the issuance of an Order of the Commission-
er directing payment, the insurer may reflect the payment
either in the year when paid or in the year when payment
is due pursuant to the Order of the Commissioner.

Amended by R.1992 d.254, effective June 15, 1992.
See: 24 NJ.R. 529(a), 24 N.J.R. 2264(a).

Text added at (e) regarding Excess Profits Report expenses.
Amended by R.1994 d.24, effective January 3, 1994.

See: 25 N.J.R. 1829(a), 26 N.J.R. 241(a).

Law Review and Journal Commentaries
Auto Insurance. Steven P. Bann, 137 N.J.L.J. No. 16, 50 (1994).

Case Notes

Challenge to validity of regulation was justiciable. Matter of Com-
missioner of Insurance’s Issuance of Orders A-92-189 and A-92-212,
274 N.J.Super. 385, 644 A.2d 616 (A.D.1993), affirmed 137 N.J. 93, 644
A.2d 576.

Commissioner of Insurance did not exceed his authority in prohibit-
ing automobile insurers from deducting surtaxes and assessments under
Fair Automobile Insurance Requirement Act as expenses. Matter of
Commissioner of Insurance’s Issuance of Orders A-92-189 and
A-92-212, 274 N.J.Super. 385, 644 A.2d 616 (A.D.1993), affirmed 137
N.J. 93, 644 A.2d 576.

Insurance commissioner failed to utilize statutory rule-making proce-
dures in changing evaluation of excess profits. American Employers’
Ins. Co. v. Commissioner of Ins., Dept. of Ins., State of N.J., 236
N.J.Super. 428, 566 A.2d 202 (A.D.1989).

11:3-20.6 Reporting requirements for insurance holding
companies

(a) A separate profits report shall be filed for each
insurer and each insurer in an insurance holding company
system,

(b) For each insurance holding company system, a com-
bined profits report for all insurers in its system shall be
filed with the Commissioner. The excess profits computa-
tion for an insurance holding company system shall be
performed on its combined profits report, except the Com-
missioner shall order an adjustment in the combined profits
report if, upon examining each insurer’s profits report in the
insurance holding company system, one or more of the
insurers in that system is excessively subsidizing other insur-
ers in that system.

(c) Excessive subsidization shall exist if the number of
dollars of excess profit, as calculated pursuant to this sub-
chapter, for an individual insurer within an insurance hold-
ing company system, exceeds .5 percent (one half of one
percent) of its earned premiums for the three calendar-
accident years immediately preceding the year in which the
Excess Profits Report is due to the extent that this excess
profit has not been refunded or credited to policyholders.

(d) Notwithstanding any provision of this section to the
contrary, for purposes of evaluating the Excess Profits Re-
ports due July 1, 1994 and July 1, 1995, the excess profits
computation shall be performed solely on the insurance
holding company system’s combined profits report.

Amended by R.1991 d.17, effective January 7, 1991.
See: 22 N.J.R. 2082(b), 23 N.J.R. 106(a).
New subsection (c) added, provision for determining excessive subsi-
dization.
Amended by R.1994 d.425, effective August 15, 1994.
See: 26 N.J.R. 1938(b), 26 N.J.R. 3441(b).

3-99 Supp. 10-16-95
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11:3-20.7 Determination of excess profits

(a) Excess profits shall exist if for the three calendar-
accident years immediately preceding the date the profits
report is due, the sum of an insurer’s total actuarial gain and
excess investment income for all private passenger automo-
bile coverages combined exceeds 2.5 percent of earned
premiums. . :

(b) The effect of negative excess investment income shall
be limited in the computation of excess profits, at the
discretion of the Commissioner. This discretion shall be
exercised pursuant to a standard on the investment of
policyholder supplied funds pursuant to rules promulgated
by the Commissioner not later than April 1 of the year in
which excess profits reports are filed.

Case Notes

Insurance commissioner failed to utilize statutory rule-making proce-
dures in changing evaluation of excess profits. American Employers’
Ins. Co. v. Commissioner of Ins., Dept. of Ins., State of N.J., 236
N.J.Super. 428, 566 A.2d 202 (A.D.1989).

11:3-20.8 Refund or credit of excess profits

(a) If the Commissioner determines that an insurer is
required to refund excess profits, the Commissioner shall
issue written notice to the insurer of his or her determina-
tion. The notice shall contain a written explanation of the
basis on which such a determination was made and shall
advise the insurer that it may request a reevaluation of the
determination as set forth at (b) below.

(b) An insurer may request a reevaluation of the determi-
nation that it is required to refund excess profits by submit-
ting a written request to the Department within 30 days of
the receipt of the notice in (a) above.

1. The written request shall set forth the legal or
factual basis for the requested reevaluation.

2. If the basis for the requested reevaluation is good
faith error or excusable mistake, the request shall be
accompanied by a written request to make a supplemental
filing pursuant to N.J.A.C. 11:3-20.11.

3. The Commissioner shall notify the insurer in writ-
ing of his or her determination within 60 days, which shall
constitute a final agency decision. If no written request
for a reevaluation is made as set forth in (b)1 and 2
above, the original notice of determination shall consti-
tute a final agency decision.

(c) The insurer shall submit to the Commissioner a fair,
practicable and nondiscriminatory plan to refund or credit
to policyholders the excess profits within 30 days after the
written notice in (a) or (b) above, as applicable, has been
given to the insurer by the Commissioner.

1. The refund or credit plan shall be subject to ap-
proval by the Commissioner.

Supp. 10-16-95

2. If the refund or credit plan is disapproved, the
Commissioner shall issue a written notice to the insurer
containing the reasons for disapproval, and specifications
for corrections of the plan.

(d) Upon approval of the insurer’s refund or credit plan,
the Commissioner shall issue an order requiring the insurer
to distribute all excess profits according to the approved
plan.

(e) Within 15 days after the excess profits have been
refunded or credited to policyholders, the insurer’s corpo-
rate official shall certify that such refund or credit has
occurred.

(f) Any refund or credit shall be deemed a policyholder
dividend applicable to the year in which it is incurred for
reporting in subsequent excess profits reports.

Amended by R.1991 d.17, effective January 7, 1991.
See: 22 N.J.R. 2082(b), 23 N.J.R. 106(a).

Provision at (a) added to require certain information in notice; new
(b) added describing procedure and content of request for reevaluation.

11:3-20.9 Excess profits carry forward

(a) In the event an excess profit is returned by an insurer
in accordance with this subchapter and subsequent develop-
ment demonstrates that an excess profit did not exist or was
overstated, an excess profit carry forward in the amount of
the excess profit refunded or the amount overstated, which-
ever is less, shall be established.

(b) This excess profit carry forward shall be applied by
such insurer as a credit against future determinations of
excess profits until such credit is exhausted or the end of a
15 year period from the date the excess profits carry forward
was established, whichever occurs first.

(c¢) In order to take credit in the form of an excess profits
carry forward in any filing of an excess profits report, the
filer shall file the following which shall be attached to the
excess profits report in which the carry forward is to be
taken:

1. A copy of the excess profit report which originally
showed the existence of an excess profit; and

2. Excess Profits Exhibits One through Six containing
the data that shows the adverse development of the
pertinent accident year or years.

Amended by R.1990 d.470, effective September 17, 1990.
See: 22 N.IR. 1025(a), 22 N.J.R. 2969(c).

New (c) added providing procedure by which insurer establishes
“excess profit carry forward” credit.

11:3-20.10 Order for further information

(a) If, after examination of the insurer’s excess profits
report, the Commissioner finds that any information or
calculation contained in such report contains, results in or is
based upon aberrant, unusual or irregular data, the Com-
missioner shall issue, in writing, an order to such insurer,
directing that the information or calculation be altered in a
manner necessary to eliminate the effect of the aberrant,
unusual or irregular data.
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(b) Such insurer shall submit the revised information to
the Commissioner within 15 days after receiving an order
pursuant to (a) above.

11:3-20.11 Supplemental filings

(a) An insurer may request permission to supplement its
Excess Profits Report filing due to good faith error or
excusable mistake by submitting a written request to the
Department containing the following:

1. The reasons why the insurer believes that a supple-
mental filing is necessary;

2. A brief but complete description of the nature of
the information to be contained in the supplemental filing
(Note: The actual supplemental filing should not be
submitted until the insurer is notified that the request has
been approved); and

3. The reasons why the insurer failed to provide this
information in its initial Excess Profits Report filing.

(b) The Commissioner shall either approve or disapprove
the request, in writing, within 30 days after the request is
received by the Department. If the insurer is notified that
its request is approved, the insurer shall submit the supple-
mental filing to the Department within 10 days after the
receipt of such notification.

New Rule, R.1991 d.17, effective January 7, 1991.
See: 22 N.J.R. 2082(b), 23 N.J.R. 106(a).
Old 20.11, Compliance dates, has been recodified to 20.12.

11:3-20.12

(a) The due date for the first profits report required by
this subchapter is July 1, 1989.

Compliance dates

(b) For the first report required by this subchapter:

1. The seven most recent calendar-accident years re-
ferred to in N.J.A.C. 11:3-20.5(b) are 1982 through 1988,
inclusive.

2. The three calendar-accident years immediately pre-
ceding the due date referred to in N.J.A.C. 11:3-20.4(d),
20.5(d) and 20.7 are 1986, 1987 and 1988.

3. The seventh calendar-accident year immediately
preceding the due date referred to in N.J.A.C
11:3-20.5(d)4 is 1982.

4, The fourth calendar-accident year immediately pre-
ceding the date the profits report is due referred to in
N.J.A.C. 11:3-20.5(d)4 is 1985.

5. The calendar-accident year immediately preceding
the date the profits report is due referred to in N.J.A.C.
11:3-20.5(c) is 1988.

Recodified from 11:3-20.11, by R.1991 d.17, effective January 7, 1991.
See: 22 N.JLR. 2082(b), 23 N.J.R. 106(a).
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11:3-20.13 Penalties

Failure to file a complete and accurate excess profits
report so that it is received by the Commissioner on or
before July 1 shall constitute a violation of this subchapter,
and may result in the imposition of penalties as provided by
statute.

Recodified from 11:3-20.12, by R.1991 d.17, effective January 7, 1991.
See: 22 N.J.R. 2082(b), 23 N.J.R. 106(a).

APPENDIX
EXCESS PROFIT EXHIBITS—INSTRUCTIONS

In all Exhibits, dollars are stated as whole numbers, ratios
and fractions are expressed as decimals and rounded to the
third decimal place. Where a three year sum is expressed
as a ratio, the ratio required is the ratio of three years’
dollar figures and not the sum of three ratios.

The Exhibits attached are 1990 exhibits. Where exhibits
for prior years or later years must be reported, the filer is
required to submit Exhibits which are substantially similar to
the attached Exhibits to report the prior years’ or later
years’ data, and which contain all information, including
dates, adjusted accordingly.

Exhibit One
General Instructions

Exhibit One is to be completed using data for calendar
year 1990, Exhibits substantially similar to Exhibit One are
to be completed for each of the years 1983 through 1989.

The filer is completing and submitting five Exhibits One
(i.e. one for each of four coverages and a total of all four
coverages) for each of eight calendar years (ie. 1983
through 1990, inclusive) for a total of forty Exhibits One.

Item 1 is the premium and loss data as shown on Page 14
for New Jersey of the statutory annual statement for the
various calendar years. For the various private passenger
auto coverages, for 1990, use the data shown on Page 14 of
the 1990 annual statement as follows:

BI Liability and Uninsured/Underinsured

Motorists Coverage included in .......
PD Liability included in................
Nofault............... ..ot
Physical Damage ......................

Page 14 Line 19.2
Page 14 Line 19.2
Page 14 Line 19.1
Page 14 Line 21.1

For years prior to 1990, use corresponding Page 14 data
for those years. In Item 1, fill in the Page 14 line which is
the source of the data. Item 1A is the UCJF Assessment
for the year. Items 2 through 10 are deductions from Item
1 for loss data (see Col (3), Col (4), or Col (7)) or Item 1B
for premium data (see Col (1) or Col (2)), as described
below. Items 2 through 10 are to be completed ONLY IF

Supp. 10-16-95
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PREMIUM, LOSS OR DIVIDEND DATA FOR ITEMS 2
THROUGH 10 ARE INCLUDED IN ITEM 1.

In listing the exclusions in Items 2 through 10, note that
where a premium, loss or dividend amount is contained in
an Item, it is not to be contained in another Item.

For example, all excess medical benefits are to be con-
tained in Item 2 (see below), and not contained in any of
the other Items 3 through 10. Therefore, any excess medi-
cal benefits paid on a motorcycle policy are to be included
in Item 2, and not in Item 3. Item 3 is to contain
motorcycle premiums, losses and dividends not included in
Item 2.

As another example, premiums, losses and dividends con-
tained in Item 6, Excess and Umbrella Policies are premi-
ums, losses and dividends on Excess/Umbrella policies that
are not contained in Items 2 through 5.

Individ_ual Items

Item 2 is the dollars of losses included in Item 1 which are
excess medical benefits, and for which the insurer may be
reimbursed by the UCJF, per NJSA 39:6-61 et seq.

With regard to Item 5, please note that the New Jersey
Automobile Full Insurance Availability Act (NJSA 17:30E-1

et seq.), which established the “JUA”, was effective 01 '

January 1984, and the Market Transition Facility established
pursuant to the Fair Automobile Insurance Reform Act of
1990 which was operative as of October 1, 1990.

Premiums, losses and dividends for private passenger type
commercial vehicles are to be listed in Item 7 as a “write
in”, but only if they are contained in Item 1, for loss data, or
Item 1B, for premium data, and then only the dollars of
premiums and losses not contained in Items 2 through 6.

Provision is made for other “write in” exclusions in Items
8 and 9. A filer may modify the form to add more lines for
exclusions if three lines are not sufficient.

Where any “write in” exclusion is used, a written explana-
tion as to what is listed as an exclusion, and why it is
appropriate to list the exclusion, is to be provided on a piece
of paper attached to Exhibit One.

Premiums and losses for private passenger motor homes
are NOT to be listed as exclusions.

Item 12 states the premiums, losses and dividends which
arc to be used for the excess profits calculation. For
premium data, Item 12 is Item 1B minus Item 11. For loss
data, Item 12 is Item 1 minus Item 11.

Supp. 10-16-95

Item 13, Col (3) states the claim settlement costs paid
during 1990 that are directly assignable to specific claims for
which loss data is included in Item 12. Item 13, Col (4)
states the claim settlement costs incurred during 1990 that
are directly assignable to specific claims for which loss data
is included in Item 12.

Item 14, Col (3) states the costs associated with the claim
settlement function that were paid during 1990, which are
not directly assignable to specific claims, but which are
assignable to claims for which loss data is included in Item
12. Item 14, Col (4) shows the costs associated with the
claim settlement function that were incurred during 1990,
which are not directly assignable to specific claims, but
which are assignable to claims for which loss data is includ-
ed in Item 12.

Item 15 states unpaid claim settlement costs as of 31
December 1990, which are assignable to unpaid losses
shown in Item 12, Col (7).

Exhibit Two

A corresponding Exhibit Two is to be completed for each
calendar year and coverage for which an Exhibit One is to
be completed. Therefore, the filer is completing and sub-
mitting forty Exhibits Two. The six parts of Exhibit Two
show incurred and paid losses and expenses by calendar/ac-
cident year during each calendar year for which data is
reported in an Exhibit One, and also during the first three
months of 1991.

For example, for the Exhibit Two that corresponds to
Exhibit One for 1990, Exhibit Two—Part One shows:

(a). payments for losses that occurred during calendar/ac-
cident year 1990, and were paid during 1990, and during the
first three months of 1991.

(b) payments for losses that occurred during calendar/ac-
cident year 1989, and were paid during 1990, and during the
first three months of 1991,

(c) etc.

For example, for the Exhibit Two that corresponds to
Exhibit One for 1989, Exhibit Two—Part One shows:

(a) payments for losses that occurred during calendat/ac-
cident year 1989, and were paid during 1989, and during the
first three months of 1990.

(b) payments for losses that occurred during calendar/ac-
cident year 1988, and were paid during 1989, and during the
first three months of 1990,

(c) etc.

A description of each part of Exhibit Two follows.

3-102
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Exhibit Two—Part One states the calendar year losses
paid, as stated in Exhibit One, Item 12, Col (3), according to
calendar/accident year. Col (2) shows losses paid during
1990, and Col (3) shows further losses paid during the first
three months of 1991.

Exhibit Two—Part Two states the calendar year losses
incurred in Exhibit One, Item 12, Col (4), according to
calendar/accident year. Col (2) states losses incurred during
1990, and Col (3) shows further losses incurred during the
first three months of 1991.

Exhibit Two—Part Three states the calendar year allocat-
ed loss adjustment expenses paid in Exhibit One, Item 13,
Col (3), according to calendar/accident year. Col (2) states
the allocated loss adjustment expenses paid during 1990,
and Col (3) shows further allocated loss adjustment ex-
penses paid during the first three months of 1991.

Exhibit Two—Part Four states the calendar year allocated
loss adjustment expenses incurred in Exhibit One, Item 13,
Col (4), according to calendar/accident year. Col (2) states
incurred allocated loss adjustment expenses incurred during
1990, and Col (3) shows further allocated loss adjustment
expenses incurred during the first three months of 1991.

Exhibit Two---Part Five states the calendar year unallo-
cated loss adjustment expenses paid in Exhibit One, Item
14, Col (3), according to calendar/accident year. Col (2)
states unallocated loss adjustment expenses paid during
1990, and Col (3) shows further unallocated loss adjustment
expenses paid during the first three months of 1991,

Exhibit Two—Part Six states calendar year unallocated
loss adjustment expenses incurred in Exhibit One, Item 14,
Col (4), according to calendar/accident year. Col (2) shows
unallocated loss adjustment expenses incurred during 1990,
and Col (3) shows further unallocated loss adjustment ex-
penses incurred during the first three months of 1991.

Exhibit Three states the “development triangles” of in-
curred losses for BI Liability and Uninsured/Underinsured
Motorists and PIP.

Exhibit Three—Part One states the losses incurred for the
various calendar/accident years during various intervals (the
first 15 months, the next 12 months, etc.).

Exhibit Three—Part Two states the accumulated losses
for each calendar/accident year as of the various stages of
development (15 months, 27 months, etc.).

Exhibit Three—Part Three states the historical develop-
ment factors based on the accumulated losses shown in
Exhibit Three—Part Two.

In Exhibit Three—Part Three the “selected factor” stated
in Col (5A) is determined as follows. Of the various
historical factors for each development interval (15-27
months, 27-39 months, etc.) a simple mean is determined
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with the high and low values omitted. Where there are
fewer than three factors, the low and high values are not to
be omitted from the calculation. The “projection factor”
stated in Col (6A) is the group of factors from Col (5A)
accumulated to project losses at each stage of development
to ultimate. The projection factor for 87 months to ulti-
mate is the selected factor for development from 75 to 87
months,

In Exhibit Three—Part Three the “Ultimate Incurred”
stated in Col (3) is determined by multiplying the calen-
dar/accident year losses evaluated as of 31 March 1991 by

-the Projection Factor from Col (6A). Each “Projection

Factor to Ultimate” in Col (2) of Exhibit Three—Part
Three is identical to the “Projection Factor” stated in Col
(6A).

Exhibit Four summarizes data from Exhibit Two to get
the “development triangles” of paid losses, for Property
Damage Liability and Physical Damage. The various parts
of Exhibit Four analyze paid losses in the same way that
Exhibit Three analyzes incurred losses. The only difference
is that, for Physical Damage and Property Damage Liability,
ultimate paid is deemed to be reached at 51 months of
development.

Exhibits Five and Six analyze the sum of losses and loss
adjustment expenses in the same way that Exhibits Three
and Four analyze losses.

Note that Exhibit Five, Parts Four, Five and Six are to be
completed with data through calendar/accident year 1989.
The projections based on data through calendar/accident
year 1989 are used to produce the “Development Adjust-
ment” in Exhibit Five—Part Seven.

Note that Exhibit Six, Parts Four, Five and Six are to be
completed with data through calendar/accident year 1989.
The projections based on data through calendar/accident
year 1989 are used to produce the “Development Adjust-
ment” in Exhibit Six-—Part Seven.

Exhibit Seven, Part One, states countrywide premiums
and expenses from the statutory Insurance Expense Exhibit.
An Exhibit Seven, Part One, is to be completed for each of
the years 1990, 1989 and 1988. Other Acquisition and
General Expenses are to be stated, in Col (2) and Col (3A)
as ratios to Net Earned Premium. Commission and Broker-
age and Taxes, Licenses and Fees are to be stated, in Col
(2) and Col (3A) as ratios to Net Written Premium. Loss
Adjustment Expenses Incurred are to be stated in Col (2)
and Col (3A) as ratios to Losses Incurred.

Exhibit Seven—Part Two

Exhibit Seven, Part Two, states New Jersey expenses for
each coverage, with ratios, in Col (2), to earned premium,
written premium and losses as described for Exhibit Seven—
Part One above.

Supp. 10-16-95
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Exhibit Seven, Parts Three-A, Three-B and Three-C
develop the Commission and Brokerage expenses to be
stated in Exhibit Seven, Part Two. Exhibits substantially
similar to Parts Three—-A, Three-B and Three—C are to be
completed to develop the Taxes, Licenses and Fees expenses
to be stated in Exhibit Seven, Part Two.

Exhibit Seven, Parts Four-A, Four-B and Four-C devel-
op the General Expense expenses to be stated in Exhibit
Seven, Part Two. Exhibits substantially similar to Parts
Four-A, Four-B and Four-C are to be completed to devel-
op the Other Acquisition expenses stated in Exhibit Seven,
Part Two and to develop the Loss Adjustment expenses
stated in Exhibit Seven, Part Tyvo.

Exhibit Seven, Part Two, Prepaid Expenses, Item 9, Col
1) = (% x (Item 2, Col (1), + Item 3, Col (1)) + Item 5
+ Item 6.

Exhibit Seven, Part Two, Item 9, Col (2) = (Item 9, Col
(1))/(Item 4, Col (1)).

Exhibit Seven, Parts Two, Three and Four are to be
completed for each of the calendar years 1990, 1989 and
1988.

Exhibit Eight, Part One shows investment income attrib-
utable to New Jersey private passenger auto for the purpose
of completing excess profits reports.

Item 1 is countrywide data from the 1990 statutory annual
statement, page 2, column 1, the sum of lines 9.1, 9.2, 9.3, 10
and 11.

Item 2 is countrywide data from the statutory annual
statement, page 3, column 1, line 9.

NOTE: Limit Item 3 to a maximum of 1.000.

Item 4 is Exhibit Seven—Part Two, Col (1), Item 9.
Item 5 is Exhibit One, Col (1), Item 12.

NOTE: Limit Item 6 to a maximum of 1.000.

Item 7 is Exhibit One, Col (6), Item 12, for 1990.

Item 8 is Exhibit One, Col (6), Item 12, for 1989.

Item 9A = Item 9 X (1-Item 3-Item 6). Limit Item 9A
to a minimum of zero.

Item 10 is Exhibit One, Col (7), Item 12, for 1990.
Item 11 is Exhibit One, Col (7), Item 12, for 1989.
Item 13 is Exhibit One, Col (7), Item 15, for 1990.

Item 14 is Exhibit One, Col (7), Item 15, for 1989.

Supp. 10-16-95

Item 16G is the expected loss and loss adjustment ex-
pense ratio which is used to determine the investment
income offset in the filer’s filed and approved rate filings.
The filer must submit a copy of the portion of the filing
showing this figure, and show how it was used to determine
the investment income offset.

Item 18 is Exhibit Eight Part One-A, Item 7, for 1990.
Item 19 is Actual Investment Income for 1990.

Exhibit Eight—Part Two shows Anticipated Investment
Income and Excess Investment Income.

Item 1 is Exhibit One, Col (2), Item 12.

Item 2 shows the filed and approved investment income
offset, expressed as a ratio to premiums, for the filer’s
approved filings over the interval 1988 through 1990. The
investment income offset is the percent used in the compa-
ny’s rate filing to reduce the “Clifford” target 3.5% rate of
return to premiums for the effect of investment income. A
copy of the portion of the filing showing this calculation is
to be attached to Exhibit Eight—Part Two. If the filer
submits no documentation of the investment income offset
that has been approved by the Department, then Item 2 is
the number zero.

Item 3 is Item 1 multiplied by Item 2.
Item 4 is Exhibit Eight—Part One, Item 19.
Item 5 = Item 4-Item 3.

Exhibit Nine shows the estimate of the ultimate amount
the filer reasonably expects to receive, as “AIRE Compen-
sation”, provided by NJSA 39:6A-22 et seq. In estimating
the ultimate value of the compensation, keep in mind that
there are few data points of actual experience. The esti-
mate involves projecting to ultimate paid reimbursement for
liability claims. For these reasons, the Department believes
significant development beyond payments already received
may be reasonable.

Exhibit Ten uses the data developed in Exhibits One
through Nine to calculate excess profits.

The sources of data for Exhibit Ten follow.

Item 1: Direct Calendar Year Written Premium, Exhibit
One, Item 12.

Item 2: Direct Calendar Year Earned Premium, Exhibit
One, Item 12. o

Item 2A: Exhibit Nine—Part Three, Col (3).
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Item 2B: AIRE Charges are the amounts the filer is
assessed, according to NJSA 39:6A-22. The calendar/acci-
dent year in which an AIRE charge is assigned is the
calendar year in which the filer is informed of the AIRE
charge and not the calendar year in which the filer pays the
AIRE charge, if different.

Item 2D: MTF Policyholder surcharge collected (to be
reported only on the “BI Liability and Uninsured/Underin-
sured Motorists Coverages” and “Total” Exhibits.

Item 2E: Apportioned share of MTF operating loss paid
(to be reported only on the “BI Liability and Uninsured/Un-
derinsured Motorists Coverages” and “Total” Exhibits.

Item 3: For BI Liability and Uninsured/Underinsured
Motorists and PIP, “Ultimate Incurred”, per Exhibit Five—
Part Three, Col (3). For Property Damage Liability and
Physical Damage, “Ultimate Incurred”, per Exhibit Six—
Part Three, Col (3).

Item 5: Exhibit Seven—Part Two.

Item 7: Exhibit Seven—Part Two.

Item 9: Exhibit Seven—Part Two.

Item 11: Exhibit Seven—Part Two.

Item 13: Exhibit One, Item 12B.

Item 14: Exhibit One, Item 12A.

3-105

Item 18: Insurer’s filed and approved allowance for prof- -
its and contingencies in the filer’s approved rate filing,
expressed as a ratio, and multiplied by the earned premium
stated in Item 2.

Item 19 = Item 17-Item 18.

Item 20: Exhibit Five—Part Seven, Total, Col (3), for BI
Liability and Uninsured/Underinsured Motorists and PIP;
Exhibit Six—Part Seven, Col (3), for Property Damage
Liability and Physical Damage.

Item 21 = Item 19-Ttem 20.

Item 22: Exhibit Eight—Part Two, Item 5.

Item 24 = Item 21 + Item 22-Item 23.

Item 25 is .005 x Item 2 for a filer that is a member of a
holding company system, and 0 for all other filers.

Item 26 is Item 24 minus Item 25.

Exhibit Eleven must be completed for calendar years
1988, 1989 and 1990.

Item 1 states what PIP losses would have been without
the portion that is assumed by the UCJF.

Items 2, 3, 4, and 5 are self-explanatory.
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Exhibit 1
Private Passenger Auto
THESE EXHIBITS MUST BE SENT SO THAT THEY ARE RECEIVED BY THE DEPARTMENT OF INSURANCE BY 01 JULY 1991

Group Name
Group NAIC Number
Company Name
Company NAIC Number

BEFORE COMPLETING THE EXHIBITS, PLEASE READ THE ACCOMPANYING INSTRUCTIONS
NEW JERSEY
Private Passenger Auto Data

Exhibit One
Check One:
BI Liability & Uninsured/Underinsured Motorists
Property Damage Liability
PIP
Physical Damage
Total of above four coverages

Calendar Year 1990
(This exhibit is also to be completed for each of the years 1983 through 1989)

Col (1) Col (2) Col (3) Col (4) Col (5) Col (6) Col (7)
Direct

Dividends
Direct Direct Direct Direct on Unearned Direct
Premiums Premiums Losses Losses Direct Premium Losses
Written Earned Paid Incurred Business Reserves Unpaid
Item 1 Source line of Page 14
Item 1A UCJF Assessments e P X X X X X
Item 1B Item 1 minus Item 1A N P X X X X X

NOTE: LIST DATA IN EXCLUSIONS (ITEMS 2 THROUGH 10) ONLY IF THE DATA IS INCLUDED IN ITEM ONE.
Exclusions:

Item 2 Excess Medical Benefits X X X X

Item 3 Motorcycles

Item 4 “Off Road” Vehicles

Item § JUA/MTF Business

Item 6  Excess/Umbrella Policies
Other Exclusions (list):

Item 7 ———
Item 8 —
Item 9 R
Item 10 Finance and Service Charges X X X —— X
Item 11  Subtotal
(Sum Items 2 through 10)
Item 12  Excess Profits Data
Item 12A Refund of Excess Profits
Included in Item 12, Col (5) X X X X —— X X
Item 12B All Other Dividends
Included in Item 12, Col (5) - X X X X e X X
, (Col 3) (Col 4)
Item 13 Allocated loss adjustment Paid Incurred
expenses corresponding to Allocated  Allocated
Item 12, Cols. (3) and (4), LAE LAE
respectively X X
Item 13A Ratio Item 13, Col (3), to
Item 12, Col (3) X X — X

Supp. 10-16-95 3-106
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Item 13B Ratio Item 13, Col (4), to

Item 12, Col (4) X X X —
Col (3) Col (4)

Item 14  Unallocated loss adjustment Paid Incurred

expenses corresponding to Unallocated Unallocated

Item 12, Cols. (3) and (4), LAE LAE

respectively X X
Item 14A Ratio Item 14, Col (3), to

Item 12, Col (3) X X —— X
Item 14B Ratio Item 14, Col (4), to

Item 12, Col (4) X X X —_—
Item 15  Unpaid less adjustment expenses

(allocated plus unallocated)

corresponding to unpaid losses

shown in Item 12, Col (7) X X X X X X

Exhibit Two
Calendar year 1990
(This Exhibit is also to be completed for each of the calendar years 1983 through 1989)

Check one:
BI Liability & Uninsured/Underinsured Motorists
vPropeny Damage Liability
PIP
Physical Damage
Total of above four coverages

Exhibit Two—Part One Exhibit Two—Part Two

Col (2) Col (3) Col (2) Col (3)

Losses Losses Losses Losses

Paid Paid Incurred Incurred

During During During During

1990 1Q 1991 1990 1Q 1991

Calendar/Accident Years: Calendar/Accident Years:
1990 — — 1990 — —
1989 — —— 1989 —— ——
1988 —— e 1988 — —
1987 — R 1987 — —
1986 e — 1986 — —
1985 ——— — 1985 —— a——
1984 S — 1984 —— —
prior — e prior ——— ———
Total —— — Total ——
Exhibit Two—Part Three Exhibit Two—Part Four

Col (2) Col (3) Col (2) Col (3)

ALAE ALAE ALAE ALAE

Paid Paid Incurred Incurred

During During During During

1990 1Q 1991 1990 1Q 1991

Calendar/Accident Years: Calendar/Accident Years:

1990 e s 1990 N, ——
1989 S PR 1989 — —
1988 ——n — 1988 S, e
1987 — meemen 1987 . —
1986 P e 1986 o R
1985 — P 1985 e —
1984 e ——— 1984 SN, —
prior P —— prior — —
Total R — Total e —
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Exhibit Two~Part Five Exhibit Two—Part Six
Col (2) Col (3) Col (2) Col (3)
ULAE ULAE ULAE ULAE
Pai.d Paid Incurred Incurred
During During During During
1990 1Q 1991 1990 1Q 1951
Calendar/Accident Years: Calendar/Accident Years:
1990 — —— 1990 — ——
1989 — — 1989 P —
1988 — — 1988 —_—
1987 — . 1987 P e——
1986 —— e 1986 — e
1985 — — 1985 ——— —
1984 —— — 1984 s e
prior — — r —— e
Foul — — o — —
Exhibit Three
Check One:
BI Liability & Uninsured/Underinsured Motorists
PIP
Exhibit Three—Part One
Development of Incurred Losses
Calendar/Accident Year
Losses Incurred During 84 85 86 87 88 89
0-15 months P —_— R
15-27 months N —
27-39 months —
39-51 months — R
51-63 months —— — I
63-75 months ————— —
75-87 months —
Exhibit Three—Part Two
Development of Incurred Losses
Calendar/Accident Year
Losses Incurred As Of 84 85 86 87 88 89 90
15 months ——— — m—
27 months [ SO
39 months — er— —
51 months — ———
63 months — N ——
75 months PR ———
87 months e,
Exhibit Three—Part Three
Incurred Loss Development Factors
Calendar/Accident Year
Col (SA) Col (6)  Col (6A)
Development Incurred
Factors 84 85 86 87 88 89 Selected Loases i
Factor As Of Factor
15-27 months 15 months —
27-39 months P, 27 months N
39-51 months P 39 months N
51-63 months e 51 months a—
63-75 months e . —— 63 months —
75-87 months e RS 75 moaths e
e 87 months mcec—
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Col (1) Col (2) Col (3)
Calendar/ Losses Projection
Accident at Factor Ultimate
Year 351 to Ultimate Incurred
90 e PR
89 I PR, —
88 — I, PR
87 PR — —
86 . P, —
85 ——— U, —
84 P, — —_—
Exhibit Four
Check One:
Property Damage Liability
Physical Damage
Exhibit Four—Part One
Development of Paid Losses
Calendar/Accident Year
Losses Paid During 84 85 86 87 88 89 90
0-15 months — — —
15-27 months PR ——— — —
27-39 months — —_— ——
39-51 months N e e —
Exhibit Four—Part Two
Development of Paid Losses
Calendar/Accident Year
Losses Paid As Of 84 85 86 87 88 89 90
15 months P e —
27 months — — — —
39 months —— RS ——
51 months e PR ——— —
Exhibit Four—Part Three
Development of Paid Losses
Calendar/Accident Year
Col (5A) Caol (6) Col (6A)
Development Paid
Factors 84 85 86 87 88 89 Selected Losses
Factor As Of Factor
15-27 months 15 moaths —_—
27-39 months P 27 months S
39-51 months — 39 months PR
Col (1) Col (2) Col (3)
Calendar/ Projection
Accident at Factor Ultimate
Year m to Ultimate Incurred
90 e P RO
89 PR PRI —
88 e et —
Exhibit Five

BI Liability & Uninsured Motorists

PIP
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Exhibit Five—Part One
Development of Incurred Losses and LAE
Calendar/Accident Year \

Losses and LAE N
Incurred During 84 85 87

0-15 months ——
15-27 months
27-39 months
39-51 months
§1-63 months
63-75 months
75-87 months ——

88 89

1112

Exhibit Five—Part Two
Development of Incurred Losses and LAE
Calendar/Accident Year

Losses and LAE
Incurred During 84 85 86 87 88 89
15 months —— —_— PR
27 months e U
39 months —
51 months
63 months —a—
75 months
87 months ——
Exhibit Five—Part Three
Incurred Loss and LAE Development Factors
Calendar/Accident Year
Col (SA) Col (6) Col (6A)
Incurred
Development 84 85 8 87 88 89 Losses Pro-
Factors . Selected and LAE jection
Factor As Of Factor N J
N
15-27 months 15 months
27-39 months e 2l months .
39-51 months —— 39 months
63-75 months — 63 months
75-87 months e 15 months o
87 mos-uitimate e — 87 months
Col (1) Col (2) Col (3)
Calendar/ L+LAE
Accident at Factor Ultimate
Year s to Ultimate Incurred
” EEEEE—— — TR
89 P — P
88 —— —— —
87 e P P
“ EE—— NR— EE———
85 — — —
84 —— — —

\_/

Supp. 10-16-95 3-110



AUTOMOBILE INSURANCE 11:3-20 App.
Ex<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>