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ASSEMBLY RESOLUTION No. 3001 

STATE OF NEW JERSEY 
INTIWDUCJDD .JANUARY 27, 1983 

By Assemblyman ADUBATO 

AN Ass.EMBLY RllSOLUTlON directing the GeHeral Assembly BaHking 

and Insurance Committee to investigate certain automobile in

surance rate increases and classification changes recently 

approved by the Commissioner of Insurance pursuant to a rate 

filing by the Insurance Services Office, and calling on the In

surance Services Office to delay implementation of the approved 

changes pending final action by the Legislature 011 this matter. 

l "\VmrnEAS, On .T anuary 7, 1983, the Commissioner of Insurance 

2 approved an Insurance Services Office rate filing that involves 

3 drastic changes in the current classification system and will haVP 

4 a most profound effect 011 the residents of this State; and 

5 WHEREAS, The commissioner's approval was given in such a 

6 manner as to deprive the public and the Legislature of any 

7 opportunity to react to and comment on the proposed classifica-

8 tion changes; and 

9 WHEREAS, 'l'he official news release of the Department of Insurance 

10 of January 7, 1983, announcing approval of the Insurance 

] 1 ServiceH Office filing, contained not even a suggestion of the 

12 elassification changes approver! by the commissioner; and 

13 WHEREAS, In view of the questionable nature of the procedures an<l 

]4 the wide reachi11g· impact of the rate and classification changes 

15 approved on January 7, as well as the Legislature's recent 

16 approval of t.he cla·ssification changes contained in Assmnhly 

] 7 Bill l\' o. Hi!Jfi of 1 !)82, implenrnutation of the In811ran<'e Services 
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18 Office's classification chiwges cannot but be of short dnration an<l 

Hi ,vcmld i·esult h! Hnbstaiiiial, but ,vholly mrncccssary, additional 

20 costs to Insurance Services Office companies and their policy-

21 holdern i 11 this State; now, therefore, 

B1,; TT m,sot,V;JD liy the General Li sscm/1ly of the 8taie of N1,w 

2 Jersey: 

L '11 hP Banking- and Insul·ance Committee of tire llt>lleral Asscm-

2 bly is directed to conduct an inmiediate investigation into the pro-

3 cedures of the De11artrnent of Insurance in approving, on J a:,nary 

4 7; 19H3, rate and classification changes for fosurance Services 

;j Office companies, and to d,1termine the impact of these chauges 011 

(i automobile irrsui·ance policyholders in this State. 

2. ':L1 he General Assembly respectfully requests the Insurance 

2 Services Office ahd member companies to delay impk•meutation of 

B the afo1-·esaid rate and classificati'on changes until the Bauking and 

4 Insurance Committee has completed its investigatio11 and the 

5 LegiHfature 11aR had an opportunity to act on thr> niatter. 

l :i. I<'or the purposes of' carrying out the terms u'i" this resolutio11, 

2 the /',ommittee 8hall have all of the powern conforred pursuant to 

3 chapter 13 of 'l'itle 52 of the Revised Statutes. 

l ,1. 'l'lre committee shall be entitled to call to its assistance and 

2 avail itse)l' of the services_ of -employ~es of the State _of New Jersey, 

3 of any pMitical subdivision of the Stafo, or i111 agmwy tlrereof, as 

-4 may he required and as may be available for that purpose, and to 

5 eh1ploy ste110graphic and clehcal assistants and incur traveling and 

6 other miscel!mieous expenses as may he deemed r1eces-sary, in order 

7 to p,>rform the duties provided herein, and within the limits of 

8 i'i.mdR appropriated or otherwise 111ade available for that purpose. 

1 5. 't1he committee shall report its findings and reco1'nn\endi1tions 

2 to the General Assembly upon the completion of its inquiry, accom

:-J pm1yi11g san'w with any legislative bills which it 1imy deem to rc;comc 

4 mend for adoption by the Legislature. 

1 6. A duly aut,henticated copy of this resolution, signed hy the 

2 Speaker of the General Assembly and attested to by the Clerk, 

:3 ~hall bi1 fonvarclecl to the Govei'nor of the State of New ,Jersey, the 

4 Speaker of the General Afisembly, the 'Commissioner of Insurance, 

5 the Puhlic Advorate, and the Chief Executive Oifa:er ol' tlw In

'6 snra 11cP, Servires Oflice. 
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.ASSEMBLY RESOLUTION No. 3026 

STATE OF NEW JERSEY 
INTRODUCED MARCH 14, 1983 

By Asse~blyme:ii ADUBATO and KOSCO 

AN ASSEMBLY RESOLUTION directing the Batiking and Insurance 

Committee of the· General Assembly to investigate certain 

activities of the State Department of Insurance. 

1 WmIBEAs, Motorists in New Jersey .have experienced substantial 

2 increases in automobile insurance premium.a within the past 

3 12 mont;h!t; and 

4 WHEREAS, The State· Department of Insurance has on several 

5 occasions in recent mo~ths issued inaccm·ate information to the 

6 public on automobile. insurance; and 

7 WHEREAS, The Department of Insurance made no effort to apprise 

8 itself, or to infor~ other officials and residents of this State of 

9 changes in the federal medicare law that will result in substantial 

10 rate increases for senior citizen· motorists in this State; and 

11 WHEREAS, The Department of Insurance attempted to cover up 

12 information on classificaiion chii,nges for automobile insurance 

13 .. that the departmen~ . first approved and then retracted; now, 

14 therefore, 

1 B111 IT RESOLVED by the General .Assembly of the State of New 

2 Jersey: 

1 1. The Banking and Insurance Committee of the General 

2 Assembly is directed to conduct an immediate investigation into 

3 State Department of Insurance procedures and practices in review-

4 ing and approving automobile insurance rate filings, and dissemi-

5 nating information to the Legislature and the public; . 
ExPLANATION--'Matter enclosed in bold-faced brackets [thu!!l in the above bill 

is not enacted and is intended to b~ omitted in the law. 
Maner printed in italics thus i"s new matter. 

Matter enclosed in asterisks or stars ha~ been adopted as _follows: 
•.:._~ssembly amenilmento adopted March 14, 1983. 



i 'I? Ji1or the pµrposes of catrying9µt tJ1e terms of this resolµ-

2 tion, the con1rnittee shall J:iave all of the powers conferre,d .pnr-

3 suant t.o chll.pt.er 13 o;fa?itle 52 of the Revis.ed Statutes.r 

1 *[3.]* * 2., The comrnittefshallbe entitlerl to cnH to itR aHRiHtance 

2 nnd uvai:J HHt4( of llie servfoo& .or ll'Iupltiy<>•·K or flu• Nfal.o n1' Ne\V 

3 Jersey, . of a;q.y politica:l sµ'l>diyision · . .of tl;e state,, Crr . .an agency 

-¾ thet.e.of, .!l:s may be rH,([llired µ,nd as may be avail11hl~ for t:h,ii:t 
5 m1q:iose, and to employ ste:nQgr/J:p;hic . and clerioal assistants 11nd 

:6 .iµcnT traveling and other misceU1meons expenses as. may be deemed 

7 necesl'lary, i:1:1 order to perforµi the duties provided herein, and 

8 within the limits of funds /J:ppropriated or otherwis,e made 11;vail-

9 a,ble for th:a:t ,pµri:iose. 

t •t 4.J • t3. * 'Nie ciJt:ninlt,tiie shail teport its ihttlings anµ reeo111-
,•.•. ,,, ' . ' ' ,,. '. .. 

2 µieµdati9ns tn the ,General ;'\,ss:e'Pli>IY upon tile cPmpietion pf its 

3 inqniry, apeprppanying same wi:th any legislativ.e biHs which it may 

i 1foem lo fl'!i1Jt1!1Ht!li1I J'11t' mtopl:io11 by t\11, Li,gi~hll liH'. 

l "(5l'" "4." A !inly authenficated.!Jopy of this resolution, signed 

2 1:iY, the §pe!!,,]:rer of the General Assembly and 11ttested to by the 

3 Clerlr, shall \:le .fqrwatded to the Governor of the State of ]iJJw 
. . . ' - ' . . . ' . -

f Jersey, the .p;nunissioner qf [nsur:ance, .and the Public Adyocatfl. 

~TATEJ:Nl]l)NT 

TJ:iis rflSp]utiPn airects the Banking and Inslwance Committee pf 

the Hell.eral Ass(;)mply to ~,on~•nct m1 iuv!)Rtigatiun fotp 8tate 

I)ep11rtment ,;if ~nsurance· procedures and practices in 1·eviewing 

a:nd, apptqviJlg autpmphil!l Insurance rate .filings and in d,issemi

nati,ng l,Wlormati,;in to the :peghilature and the pµblit.1. 



ASSE.-BLYMAN MICHAEL F. ADUBATO (Chairman): Good mcirni ng, I ad.I es 
and gentlemeri. We are going to open the.se public.hearings. WIii everyone 
stand a.nd salute the flag? (Everyone stands, salutes the flag, and recites 
"Pledge of Al leglance. 11 ) · 

We are here ·today as a result of two resolutions that have passed 
unanimously,· requesting the Banking and.• Insurance Committee to hold an 

. investigation and an inquiry, it You will, ,into the Insurance Department of 
the State of New Jersey as to why arid how,.over the last.twelve months, 

. Insurance rates in this State have r I sen near I y an average of 3d%. . There are • 
eight specific requests that have been made In these. two resolutions. · We 
wll I deal ~Ith al I of them. .. . . 

We are here to serve the people of.New Jersey. We are here to deal 
with the facts on .an issue that for years, at best; has been confusing and 
complex, and we hope to shed some light to the people of our State as to what 
Is really meaningful and what isn't when we talk about automobile. i.nsurance. 
We are her.a to work together as citizens of New Jersey~ .not as Democrats or 
Republ leans. In the "ca.I I to arms," i.f you wi 11, by Governor Kean and our 
Speaker Alan. Karcher, we are going to do our best to work with each other to 
make I I fe · a I I tt le better .when It conies to automob I I e Insurance for the 
people In the State of New Jersey. 

· With that, I woul.d I Ike to ask our Speaker, Mr. Karcher, who is 
here today..:- And . 1. wou Id I Ike to say that the entire · Leg is I ature, . 80 . 
Assemblymen received a telegram lnvltl·ng them to this hearing. I am. glad to 
see that the Speaker thought today was important enough to come. Forty 
Senators, while we are a separate house, a.lso received an invitation. I must 
te 11 . you ttlat sever a I Senators want to test I fy, and they w U I , on Wednesday 
of this week, in tt:ils chamber. It is with tha,t spirit of cooperation that I 
turn to our first speaker, theSpeaker of. the House,. Assemblyman'Karcher •. 
A S S E M B L Y · S P. E. A K E R A L A N J. K A R C H E R: . In that sarne 
spirit, Michael, I want to lndl.cate to you that .1.t is my personal opinion 
that there.is not an issue that requires cir warrants a h(gher ~rlorlty ~han 

.. · autoinobi le insurancEl and thEl problems thaf our taxpayer.s arid citl:z:ens arEl . 
· faced wi:th. ·• l fhinJ< that I.-re.f.lect the attitude of the entire rilernber5hlp of ..... 
. the Ne\'( Jersey A$:sem.b I y~ .I th I nl<. that att I tude was a I so in .the 1.rconcern ~n( 
was reflected In the c1doptlon of the resolutions by µnanimous vote; as you·· 
had prev.lously .mentlonl:ld. · · · · · · · · ·· · ·. · 

. .. Let me· at:so, by :Way of prefacf;l to some other remarks-"." Be~ause· 'tt .. 
. wou Id be iriappropr I c1t~ I f I did not tc)k~ the opportunity to th.an k my friend,. . 

Tom Dever in, for agreelng to the appointment as a mernber .of th.is Q;>irimlti;'ee 
.. ·. For everyone concernet;t,:Assemhlyman Lesniak, as c1II of us know, i.s pre!i~ritl. 

I nvo I ved I ri c1 campa I gn for a Senate vacancy. Of course/ Ray .ser·ves as the 
Chairman of the. very important Agriculture and Environment Committee, and he 
asked If.he could be relieved of this c1ddltlonal duty.· In searchln_g for .a 
rep I acement, I thought; w I th a I I deference to the Chai rm~ri, the Vice 
Chairman, and the other members of. this Committee, there Is probably no one 

, els~ In ~1ther the Assembly or ~he Senate who has. iuch a track record, such 
· expertise c;md experiencEl In this area as Tom Deverln.. I think Tom, if he 
weren't oyElrly modes+, would tel I us about his .. relationship with this problem 
which goes back into the early I970 1s. There have been a humber of prop6sals 
wh I c:h he .has sponsored. He was i nvo I ved l n th.e orig i na I proposa I for 
automobile insurance reform back In the .early 1970 1 s, and he brings to thi~ 
Committ.ae a wealth of knowledge and expertise, and a wealth of concern, ,which· 
is of primary importance. · 

I ~ould also mention, to set the stage, and that Is really al.l 
wish to do, Mr. Dever In was a I so In . the forefront of our efforts as a 
Legislature to deal with this problem in the late I970 1s and the early 



hlsdf's·. ii, f~;tf f-lts bilf, whkh he was a c6sponsdr df, was passed in this 
f'r&OsJ lfa\~k fH f:980~ w.Ei wou I'd ndf have tfi,e preifont thresho Id pfob I em that we· 
flli:Nie' H torr1t s rH I i' ~a'd 6ecbme ·faw af +hat ti me. 

1· Ei:~1111+ tfdhk a·nyfhing e.Js.•'.e."' needs. td. b'e. sa,a. to . prove· tM 
&F@cl\~Hffals: af',inay'oe td JUs+lfy ilty wisoom Ht the a·p·poirifment""'""' the e$(erdse 
<ff mo/ Jiiidgm@r!f~,;tn aM,·ointing Tom Dever'in to this Commiffee. 

Let ffle go bh f8 sa·y fhat I' have been extreme I y tr6Ub I ed, and thaf 
+raubl~ Is somi4tMrn9, oni!±e again, that I do not have exclusively, but it Is 
st!'m&fft lfig tflatl, . is. sf-iared by a greaf ni.imber of tHe members of this body who •. 
fiaii@ §jjoRen fo}m@ ~ver the· fas+ tew weeks. the focus of their tr0ub·1e, .the 
fleaff 8f fketr··,tfdtlb'ie, seems fo center on the amount of misinformation that 
Ras Bijefi prerrHJ:f,§afad-'""" aHd i use that term adv I sed I y. If froub I es everyone 
B~cau§& we Bd~ and I emphas I ze this as we 1 1 -""' that there ihou Id be an 
aHettlp'I-, bH a bipadlsan oasis, fd solve this problem •. 1. have communicated 
~iTR . ftte @V~rn6F dh. a number of· occasions, pledging my support and 
c6'3per§tfd'ii fo Mm and ts fhe President of the Senate, Carmen Grech lo. That 
suppo'ff' and +Fi, u I+ l mate carte: I us ion df that good w ii I to not come a bout in ari 
afffi6spfi~re flia'It is 11 tera: i I y pervaded wJfh fa I se statetnent:s, m Is I ead i hg 
§fat~ifiijht§J ani:I misinfdrmafiorh I was as troubled as you were; Mr. Chairman, 
~f th8 +~Jefl§)6ri i~~eafahce attd the tll~s that we have from tha~ television 
,~~p~aranee bf the Governor a 'twmbef dt weeks ago-.;: I think a week and a ha If 
8§0 '~fi 'wdR~ ·'* wflich, the ihformatibn which he discussea at that time in 
fesp0hse +0 soltie qU~ries trdm the press who were involved in that particular 
pf:o§ffam, thaf ;pe §n6'u Id be so gross I y mistaken, sq totally inaccurate about 
wHat ffM p I e+tir.\e is regaf'd i ng aUtomob i le insurance in New Jersey today it 
.... • , · .. Last;Ut;nday ~ a week ago today j cJur Ing our I eadershI p conference, t 
hcid ·Hie oppbrt'Wn i ty . to.di st:uss . It persona i I y. with. the Governor; face-'to-face 
a)5 yoi!l atfid i ~H~ «jiscussiiig it now, and I advised hhn that those whbni he 
r~l•ie'i:l ap'Oti t'<:>'r His. ihformatioh, pai"ticulafly for that specific television 
<l!'ffpe@!f~~he€5, w'efe elfRer mlsteadihg him as a fesuit ot ·wanting wlithiliy tb 
1/nis 1ieciii'd hi'm t,fifhey \./ere Just stupid'"'"" one or the other-. 

Hi +»E!se days tH Commi;ttee hearings, I hope, If nothing ·eISe, and 
'I am. !ri!if'i:3 the'f~ wll I be a great deal more, we• 11 tlea·t thEf air. Nothing wll I 
:rre:n'e¥lt the 'fa~'payer ahd the citiZE3ns of New Jersey more,~ and the motoring 
Jpl!i5lle <3t NeW J'erSey more, than t6 have accurate . ihfbrmation. I saLd 
\~t~st~ft!fay·o·n CBS~ and i say 1+ again.to you:; !IThe tr.uth S1ets you free/n The 
t:r-•ili.t'f\ 'Or\ autoffiotli 'j e i risurance has been tw l sted, pe'rve·rted, di stort'ed, and as 
}I si:iy,~ I Wot.da.'!i.'ke to think that that has not been done wililfully or as·a 
t'es1fl T of To'fa'I b(jr'eacra+ic. stupi dify. · .. r .. wou Id hope Thal that has Just been 
. eh 'inWde'ei\'t. mlsur'rdei-stan'dirig which wi 11. be clari fled arid obv'lated by your 
'eo'M:fu•ctt'n9 :i-:~@'s'e •freartt1gs. · ·· · · · 

1 .· ... ,. . · ... 'Lastly, ie't me c~hc'lude,, Mr. Chaltm·an an.d memhers bf the Committee, 
)By s~'fVn9 that t, as Speaker, nbt 9n.ly c·ongrafulate y'bHantt ap·precia~eyour 
eHorfsarfdyour,W'iH.irigness 'to do this, but·more importa'ntly, lri exEH'cisih§ 
imy roh~ as Speaker; I guat-anfee to ydµ, I ~>'rbmlse arid pledge to you, t'hat the 
lf-"'e'cprrime:n·d'/3\i"ofl! mai:1'e bY . th i S Cortirrit+tee W l th rt:lg'arci to aut0Mbb i I~ .·· 'irYs1.rrahCe 
':~j;i;I :b'e +~{~'en, not on I y under adv, SE3ment, n6f oh I y unde'r 'Cons ideral'iori, hut 
'the 'sj:re'e1itic r{~commer'iclatlons that you mal<e that are rn '.fegcislat'ive form wl l'l 
l1ave 'l'mmefria+e;·ppsting for conslderatldn Dy this enth'-e body •. ·· · 
: .···• .... ·.,· .lh thn'clusloh,le+ me say that I look forward to i+; the members, I 
i-h"ifrk;, \~f t'ffe (,enera'.i .. Assembly, look, fofward to 'these heatri'ngs, a~d pr'iimarr1y :¥:s ¥h"~ r"gcom~~ndations that wi 1 ·1 be 'forth6bmlng from yo,ur Committee •.. 'Frdm my 
;i:fo:rifl- a'fid 'f'fam my 'rol·e 'ifs Speaker, Individually, I pHidge to you again, that 
lti+i.~ • 'i',,;;c.;·, v,~i', ,·,;,,,',,ii,rhdnd 1,·1+:r, '"'U"''"rl ln fide: loc:i1a wi'II ·,,., 1•r·.,rn1dlv , .. ,c:+;:,d, 
pruhiplly (iisc'uss01l, c111d proriipTly voled uµtc)n in trie As::,einuiy~ 
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ASSEMBLYMAN ADUBATO: Mr. Speaker, I want to thank you for taking 
the time to come before us and to set, certainly, a tone that we al I in New 
Jersey are I ook Ing for, and that is, cooperat I on. I want to comp I lment you, 
not only for leading the Democratic party, but for leading the Assembly. In 
a I I the I eg Is I at ion that has been passed during the past years that I have 
been down here, and you were the SpeakerJ al I their initiatives came from the 
Assembly-- el lmination of the JUA, the fraud bill, our medical fee schedule 
bi I I is in there-~ And I just want to say, it is through your leadership and 
your cont i dence that the Assemb I y has been I ead ing the way · under your 
guidance with automobile insurance reform. That has always been done on a 
bipartisan basis. 

Are there any questions of the Speaker from any member of the 
Committee? Assemblyman Thompson, before you do that, I would stand corrected 
myself, and I appreciate the Speaker helping us by introducing Assemblyman 
Deverin, because certa In I y, we shou Id have started this meeting with the 
introduction of the members on the Committee. 

·, wou Id I Ike +o start by I ntroduc Ing Assemb I yman Eugene Thompson, 
who Is on my left and .who is the Vice Chairman of the Committee; Assemblyman 
Ket ly who is a minority member of the Committee; Assemblyman Kosco, who is 
the leading minority ranking member. He is on a different time zone sitting 
here, having just come back from China. He got in last night and we 
appreciate you coming here, Assemblyman Kosco. 

ASSEMBLYMAN KOSCO: Tha.nk you. 
ASSEMBLYMAN ADUBATO: I have saved Assemblyman Dever in I i ke a 

vintage wine for last. Assemblyman Deverln, while it is the first time he is 
s I tt i ng here, Mr. Speaker, as you sa ld, Is the on I y member of this Committee 
who has had the opportunity to see the transition In automobile insurance in 
the State of New Jersey take p I ace from the 1970 1 s. He was one of the 
original members. of the study commission, and I was just so def ighted when he 
accepted to take Assemblyman Lesniak 1 s spot, who had· served certainly 
distinguishly himself; but, to .have him replaced by Assemblyman Dever in goes 
beyond our wl ldest expectations. I appreciate his good Irish stamina for 
accepting the challenge at this time especially. We're going to hear from 
Assemb I yman Dever In I ater on, but I wou Id 11 ke Assemb I yman Thompson to have 
the f I oor. . Assemblyman Thompson. 

ASSEMBLYMAN THOMPSON: Thank you, Mr. Cha I rmcin •. Mr.··· Speaker, I .$aw 
you on CBS yesterday, and for the record, what I wou Id I i ke for you to do i $ 

to g J ve the break.down that you ana I yzed on te I ev is ion in reference to the 
actual percentage a lawyer receives out of the premium. 

ASSEMBLYMAN KARCHER: Wei I, the question arose, Vice Chairman 
Thompson, because of the comment made by the Governor. The Governor, when he 
appeared on WOR, not only stated, but restated, and if you did not see that, 

. we have the video tape of that if you wou Id I i ke to see it, so you know 
whereof I speak. The Governor tried to convey to the pub Ii c th.e fact that 
out of every $1.00 spent on premiums 1n New Jersey, somehow attorneys were 
responsible for 30i of that. That ts so far-fetched and so inaccurate that 
it was not only something that disturbed me, but it disturbed any number of 
other members of this Legislature who spoke to me about it and who had also 
seen that television show. 

When I had my co I I oq uy with the Governor I ast Monday, it was 
pointed out to the Governor, and I point it out to you again, that the 
statistics i see show that the breakdown of the premium do I I ar-- the actua I 
breakdown of the premium do I I ar, and I do not have the figures in front of 
me-- But, I think I am accurate when I say it, that 54f out of every dolfar 
goes to collision. That means the repair shops, for the fender-benders, the 
rep I aced gr i 11 s, and etc., etc. I a I so pointed out to the Governor that the 
problems with that are manifol~ and manifest. 
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~ hag a situqtibn within my immediate knowledge where a young mc:1n 
of mY acqua,jrjfohce had purbhased a car less than a month 1390. He held 
f:~:c~ P.t~.d a d i'.;scount on it., and he had pa Id $800 I ess than book va fµe. 
~egf:etiat{I y, tf;la.t tar was totaled with in 48 hours. The insurance company .·. 
J)q!clJ hJ:rr\ the Jistprice, which meant that he made an $800 profit on his 
48~hour bwnersl'fjp of that car. That ls a difficulty, but I only say that as ~rj ·. qsj,qe~ the! categor ica I facts as I know th.em are that 54f out of every 
doHaf- paid by?,New Jerseyahs goes to collision. It has nothing to do with 
t.he j.ud'icial· .p,f·ocess, other thqn perhaps internally th.e insurance companies 
w{th sttp'i"ogat,jph, which 1. qpn 1 t think is necessary to get into, 54f on the 
tl:o'i :I ar ,ge>es. thtre. 
· twerify, cents on the doi lar goes tor first-party coverage, 
f'jf!.f"'"'J)<1:rty i'~s•1:1rnnte, so-ta I I ed PIP. That goes to the doctors, the 
hQsp Jtci ! $, .etdH etc. , and . the meo i ca I techn I c ,j ans who render med i ca I 
serv'ic'j:3.. 1.woJ'.dd tn:dlcate that the statistics also show that bi3ck :jn ·1973., 
~f\0Til ,11'0-faulJ W~S origihal:ly passep, that part of the premium dol,lc1r amounted 
tp three to f(:ltJr cents. So, that has.risen from three cents to tour cents 
ov~r Thf3 eo'urse of fhe 'I ast twelve years to. now wher.e 'it, iS 20~ on the 
do 1 11 ,a:r • , .. . . 
·.· . , , .• J~ :1~13, lTabil lty amounted to somewhere hei'ween 34~ and 36$ on the 

:preimh:1m !ll·ol 11 ar. The trend there :has been the oppos:i te way; the actual amount 
qt ,per·centt:ige pafd on I 'ia:bH Jty has deci l111ed since 1973 to the point where it 
:is ,now i;6!j: on a dollar, dpwn fr,om 34f or 35{ in 1973. That is the only 
s·e9ment of 'Nire; prem·i um do 11 ar that is subject to Su:per ior Cou.rt I it i gat ion 
~or the most ;pj:l,rt. It ·is that area upon which att.orneys have some role in 
r-13:p,hese:nt,ihg the te,gitlmate rights of those ·who are injured. ,. . . . . , . . . · ... · . . . . . .. 

.. · . The ,stafistjcs, as well, show that based .upon settlements and 
·. tfla'l·s 'h~ld to,,,a jtiryverdict, that T'he average attorney's compensation, out 

o'if t'h!ilt ZBt o~:. t'he :premium do 11 ar, is again, about 25¢. So, it is 25f on 
~6.~,, ,or 2'5% of1l64, Which '.comes down, to about 64 overa 11 •.. Hat·~er tha.n being 
w.,t,at ,t;hi~ Gove:rnor ·wo,uld have us believe, lf we are to take his comments on 
:w.oR ,a:$. if,ac•e vi3lUe-"-- rather, he had overstated that by 500%, and he had fold 
¥he ,p.~pl'.i,b\f"haf!:ln attorney's percentage of the :premfom do:l:iar was 500% mor.e 
t'.t:i:an'what it a~foa:lly ls,. •lnactualay, .attorneys'' percentages of what that 
fi·s, Js 's1.1hstantial l,y less probably than the publ le relations budget and the 
'a,dveftlslng 'bu4get ot th:e. insurance companies. Attorneys cost the insurance 
;pr,em,lqm ,payer ,tar less than the public relations and advertising do Jn 
e*ecuf'iv,-e saJarles, for instance. 
¼ . . · ... ·. .·• \WJiat:c :I ,indicatea to the 1Governor, I· indicate to you. Y0u can 
r:efii"he •out Of; existence, eUminat·e out ,pf exi,st:ence, attorneys from the 
i(ah l!Lr,~ tpr<Q¢ess,~ and th.e most savings you wou ,1 d get 'i s 5% or 6;% or 7%, whlch 
W9i.'U11 ·cl ';tp'e eaten ,·,tJp by 1.l rif h:1ti.oh with In t,he next year or so. That wou I'd leave . · 
@il'ilft,Orne,~•s o:ut ,;t,f t:fie ,pro.cess; it would 1leave victlms of accidents without 
ire,pr;~:sen'ta·tlo:n ~ O'f course,. I lastly Ind I cated t,o the :Gc>ve,mor., a.s :maybe you 
:S6lW yes't,er~l;ay, J I ,dqn I t thlnk the Governor wants thc'lt el ther. The Gbvern9r 
'has a 'SeT1\'-'l1S$;U8 :injury, which I don·'t think he thinks is toe> ml<nor .•.. Ther,e 
Js,at,en!i11etl:e:>y··and a p·ericl:l,ant almost ·to ,write off, to s0d of \'.lave ,0:tf,,.·• 
~ott:..t/is:s:u~ J;nJ.l!lr;,j,es ,'.aS If they dir not ·count In th'is w0rld. The 89.v.ernor. 
s;tll.:ffers from :a<s:()'ft-tjssue ,injury. It was this problem wh,i.c,h ke,pt Mm. i,111 the· 
imr>'s:pi't0ail.,, aifld f!t ·now, ke~ps h I'm in constant pain. I "Woulcl think t.hat 'if he 
,h'cr~ r,l:3:oe,J,v,ecl that Jin a trawma,, he., I tke ,anyone e I se who r,ec.e;i ve,d th.at kind of 
,dJ.:sab1f\Pi•ty. ·w,otrl•d want t,o s'eek redre$s ln t:he courts. 
".. A:SStEiMBtYMA"N ADLJB.4TO: I ,a:pprecl·ate that re:s:l).onse 1, ·Mr. S.peaker, but 

'.Qa'c:1:y ii ifr:Y.,. 1ft :i may-- Wol:i Id 'I be co,rr•ect ,in saying that •on New Jersey Report., 
·~;t;;(,<J'l if e:; -t'l:w~ : <;•h,,,w yn11 ;;fr<> tm I ·k ln.,11 m ho.LI t. J lw'I I o,y~, 'on wnr{ . T. V. , M,hJ..-,h 
:W:ffiS ;t:lfu:e t,~;j;j'.,j.jj'j:i. s:t.10,w a,[ch~·g--, It Is cl ilJHF s.tat ion tro1i1 Ne,w Jersey, whlch took 
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place a week ago Saturday. I bel I eve that was the original airing, and I 
be I I eve It has been a I red tw iced a I so on tape s I nee then. The Governor was 
given Information by whomever, when he made the comment that 30% of al I 
premium goes directly toward legal expenses. Is that a fair statement? 

ASSEMBLYMAN KARCHER: That is what he said. 
ASSEMBLYMAN ADUBATO: By the way, my daughter happened to tape that 

show, as she usua 11 y does, so that is how I heard it. I di dn I t see the 
original show. 

Is it a fair statement that what you are saying is, that the total 
Bl, bodily injury portion, makes up 26% of the premium? 

ASSEMBLYMAN KARCHER: Yes, the tota I percentage of the premium 
dollar is paid for liability coverage, which obviously also covers a range 
of other expenses--

ASSEMBLYMAN ADUBATO: Right. If I may finish, from that 26%, which 
is the figure that is accurate according to the documentation I have from the 
Industry sources, then from that 26%, what we 1re saying ls that the legal 
fees, w~ere som~ people said It was the full employment act of lawyers-- The 
legal fees are actually about 6t to 71• 

ASSEMBLYMAN KARCHER: That is correct. 
ASSEMBLYMAN ADUBATO: And not 301• 
ASSEMBLYMAN KARCHER: That Is correct. 
ASSEMBLYMAN ADUBATO: I just wanted to make that c I ear. So, the 

Governor was given inaccurate data, that Is obvious. 
ASSEMBLYMAN KARCHER: I think the Governor understands it now, and 

he was rather apologetic about the mlslnformat1on he had received from those 
who were advising him. 

ASSEMBLYMAN ADUBATO: Quite frankly, you and having had the 
opportunity to work with Govenor Kean for many, many years, know he Is a man 
of high integrity and character. He certainly cannot be held responsible tor 
some people around him who are either Inept or just misrepresenting facts. 

ASSEMBLYMAN KARCHER: I am certa In that the Governor said it with. a 
vast amount of good w i 11 • The Governor is a man, as you say, of integrity; 
he would not conscientiously or purposely mislead anyone. 11m totally 
satisfied that he was misadvlsed. 

ASSEMBLYMAN ADUBATO: agree. Are there any other questions? 
Assemblyman Kosco, do you have any questions of the Speaker? 

ASSEMBLYMAN KOSCO: No. 
ASSEMBLYMAN ADUBATO: Assemblyman Kelly, do you have any questions? 
ASSEMBLYMAN KELLY: No. 
ASSEMBLYMAN ADUBATO: Assemb I yman Dever in, wou Id you Ii ke to ask 

any questions? 
ASSEMBLYMAN DEVERIN: No. 
ASSEMBLYMAN ADUBATO: Mr. Speaker, I would respectfully invite you 

to join with this Committee and act In the role of ex-officio. I want you to 
know that if the minority leader, Assemblyman Gal 16, shows up today, that we 
wi I I offer him that same courtesy, to testify and to also join this Committee 
as ex-officio. 

ASSEMBLYMAN KARCHER: Thank you very much. 
ASSEMBLYMAN ADUBATO: Thank you, Mr. Speaker. We are not going to 

read the entire resolution; In fact, there were two resolutions at the outset 
that we had spoken iilbout that bring us here today. However, for the record, 
I would I ike to repeat that the resolutions were sponsored by Assemblymen 
Adubato and Kosco in a bipartisan effort and were passed unanimously in this 
house, certainly In a bipartisan effort, and that is why we are here. We are 
here because the entire Assemb I y of th Is State Is d I sturbed. There is no 
other reason. 
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,·,;: 

w,~ud'd1 I i;ke to a,sk Co.mroJs,s,i:q,nJ~r Murphy, who hci,s l;>een pa,tientlry 
s:i'lrifflfiiij ~ere;,/ iif: 1/l:e. wo.u,l;d pl'ea•s;e; p,re,s,ent his statemel'l,t to, the Committee,, 
~folfli9! w1it"'1, ii:llli'i)!1 m:emQ,er$. o,t hi's s.-fta.H w,ho1 he, would like to have j,oi:n h,im. 

.. . Flrs,;11 o,t a, I, Ii, g!S. trn:e. Comm!: ss ironer- is getti:ng read:-y;,, 1, w.ou Id' ti ke to 
~clJ):J' tl1l1?!!rt' ~e, rf~et\/ed' trnm th,e Comr:nts.s,l:oner ci,nd .his. oft ice,· the complete text 
~s ~·e;• fe;qu'estid: ~y flt i:dJ<'l,y o,f last week. He de I i:vered that. Friday of lias,t 
~,e;~ht 11 Q11i'\iqi, I gQ1lf it $.a,turq,a,y. r;nofffl Ing: by, !;>,<press Ma. i I • I w:ant to . thank h i,m for 
rin.e~ttng! t:hi~ f~'ilJU1es.t of th,e, C.0;1•nm,i,ttee,, and I a,lso .want to thiJlnk the members. of. 
f,ih $it~;H fe)r ·::fa.8'i1:1:9, here~ H•p,ef:ud ly,·~ a.s a, result ot toclay"s an,d Wt:idne.s.d:a.yts 
mee,ttng;, Ne:W1 ~e,rrse.y w.i It r;ooMe forwcird based on in<tormatron that alt o.f us 
h~it~ 1;'¢).g)WY,'1,: w,i,t;,liti n(;) e>c:qef:)tiion,, want t-o be as accurate a.s. pQis.sible,, c;1,s .factual 
~$ f?;((:)1$'$iH~1i:e1,; '. ·1, thhik -j,hc1:r h)f doing, thc1t, \'le esta~I; { sh Gredtb,P ity with th.e 
p,Eil,Q.(), te, e,:f NeWt)Jer$e)I i' n t,e;tt i:ng; them, kn,ow tha.t o.ur efforts cilre not bq,sed an 
p,~,trif' is(i:n,$h F ~,. qrr p,,ol i.t i;c,a I a,dv,;1ntc'!ge ,, but that ol).r e ftorts. ax·e based on w,hat 
l$ 11 n ttri,@.. o.es.tr i' n,terrei.s.t o.f th,e peop I e ~ 

A.s,~erttl,?,l)r,roa:!><~t:r i,;~~ Co.mm,J:ssi.6ne.r • Oo you want to mak.e a s.tatement, 

. A.$,~.[M.BI\.YMAN 01;:'vH;Rl·N,: It i's not rea.lly a .statement,· Mr~ Chakman. 
I! jL1:st \'l•a,n:t• t~ e I a;l'lqrate, on what the Speak.er said~ 1. voJ unteered for this 
~,rom,tiftee ~ t Jo I, u,r;tteered' tlil,e S,C\!me. a,s I di• d when le went into the Navy in 194 l. 
~ am: tine lia,s.t memb,e.r oif the Assemb-1 y w:lilo had• served: 01;1 the No~Fau 1.t 
~mtnJS$..i,Qn: l;r-i,} 1970, anc! I: q,u;i, s.ure, CQmroiss loner~ tha,t you know, about the 
~,..:fi:~14 t,t Comm i;'~s i, •n, i n l 970~ 

Mayb~, i. f I. Just re,el;!H: some of the things that happened.. It was a 
eqmroJ$;s,iq.n to.rfu.ed• biy the Governor, Govern0r Ca,h.i. 11 at the t i;me. Tom Ke.an was 
tl;le $p.~c;1kett ,Jha;t C,omm,i;5:;$lon had some verry c;H.stiRguis.he,d people on it, and I 
eim the, @.n t,y, Qn<;1. IJeJt. Fr<;;>m thc,1,t c;omml s~don, we have a SLJpreme Co,urt Just ice, 
q.;. IFe,d:e;r·c1li S1;1;p.eiri,qr CoLrt J;usti;ee, Gene Ray,mo.nd, the prresjd;ent o,f the Arco Olli 
CQ-mp.a:oy•., I c1,r:n: n.q,t, s.vre w:hether tt is c:t, tr I bute to my sti II be tng here or 
the,,~r p;rqme,.tiqh, b,yt, thc1t Commission, Mr~. Chasirmc1n, was formed in those days 
to,. si"'r·~rlghtl:lln, :b.Lrt the: tns1.n·anc;e problems tn NEiw Jers.ey:. · 

W10a.f:ib>o,thers me, most: and why t w,aHted to s.erve on thi.s C0mmi,ttee i•s 
tt,a,t· tor S(')me;,;i t;1;111kna.w,n reas.o.n, the ma i I we get from the people who. a,re so 
QQn.ce,rned o,oe$;h 1·t say c,1n.y,th illg about Insurance overa 11. Al I· the, ma,H sc;1ys 
kS:., ll11;D0,. me ct f~.vor. Vote to, rciise the threshold." As .har-d as I look a1: this 
IJfqble:fA.,, c,1n<i:1• l.•'m sure, <1i,S · hard as yow look at the pro,b.tem,. rai sl:ng the 
thlNi~S::lil.Q:.td i:n a;f>ld b,y,. i.tsel,ft Is not go.Ing to, soVve the, insura,n,c;e, problem, in New 
Jefsew~ 

~,y. •1t,h~ w,ay , .. the) lnsuran,ce I ndu.stry,-~ The or !;9.ina.1' threshol'd: w,a.s 
$lQQ.~ t;:h.en, tt Wc:t:S. $5Q.O~ But, the $500 woul,d hav,e i.nclude,d x~rci,y;sr, 
hq.s,p.rt~li;i'za'ti:cih, q:Ja@nost~h c;1,nd everything else.. They comp,,romJsed·. 'it: at 
$:2:00. The, ST'i;1:.'tlst'i1CS. fr-Qm• tho.se, da)!S, and you ca.n reiad the, headtin;es of. 
those,: d:a,ys; ... ,.. The,· flrs·t yea,r there w.ere $87 mil I I.on saved with nQ..,.f.a,u.lt 
kn:~1;1,ra:1;1~e.. l"he cutbac;·k in co,1;1rt cases was ln la.rge percenta,ges., 

tt:re, probletn to me today is. not thc;1t the threshold is. the lnsµranc;e 
p,rQb:t~mi it h- tt1e, idea thc}t we. oevef kept It stack.e;d. It. stayed c:1,t $.2QCl for 
1?he La:s,t l~: yE;)ars,, a;nd l.t should .ha1'.(e Increased over the years. In those 
o;ays.,,, we fa.ugti,t· tor :arbitration for ml.nor casei that we cou.ld ne,ver: pa'·ss.'!, 
lh:e. tn:s:UfN\!,f:lG:E!:l :\';;,f:taJrman, Ph l I t<c1 I tenbacher, who happerts. to be., the Cha lrmc;1n of 
the R~:p,hJ,b.l lcq,r{ p>;arty at the moment, w,ho a.c;tua 11 y re.fused .to relec1se thqt part 
ot the, 1110, .... f,q;u;IL't f:l:c;:!:c:;::kag,e and the ineS.urcz!,nce re.form package, frdm that part o.f 
h!i\s, ~ll"ll'il,ittee,,. · . 

l:rit t'!KFl,, there w-as another comrnlttee wh lch stud:ied a.me! studied a.nd 
s:?tiLJ:d,tElidi f:Qr th.Fee years. And a:galn, I would. a.sk the Cdmm,iss.ioner 
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(inaudible)l that the threshold by itself was in and by itself ~he fault of 
our Insurance problem. 

When you are an Assemblyman, you get all kinds of mall, and you get 
people who come lntn your office, anrl when y6u try to explain the range of 
the threshold, It lsn'i going to lower your lnsunrnce. Unless someone can 
guarantee It to me, I don't bel leve It is going to happen. Raising it to 
maybe a reasonable level may be the answer, but it seems that people want to 
know the answers as to why when they have a smal I accident-~ 1 1 1 I gfve you an 
example, ladies and gentlemen. Some lady was drinking her cup of coffee in 
the lounge while she was having her car washed, and she watched her car roll 
off the line because the kid forgot to put her brakes on. The car rolled out 
onto Rahway Avenue In Woodbridge, and someone hit the car. Her Insurance 
went up $314.00 because of the_accident. That is the kind of thing I think 
people are concerned about. 

There must be some way that we can solve this, and I am sure that 
conversations back and forth, and blaming someone or arguing about it is not 
going to do it. I think the Chairman's bi 11 Is a step in the right 
direction, and I trust that it goes in the right way. 

I don't really know what else there is to do, but J wish we would 
just stop the rhetor I c about the-- and I am not a I awyer, by th.a way, I want 
you to know that-- so I am not concerned a bout what I awyers take and don I t 
take out of the.lnsurance premiLlm. But, I am not a lawyer. 

What I am concerned with is that somehow or the other between this 
Committee, this Assembly, this Senate, and this Governor, and this 
Commissioner I s office, we have to do something to get this prob.I em so I ved. I 
wish we would stop saying that if we ralse the threshold, al I the probl~ms 
will be solved, because I think everybody who is in this business knows that 
this isn't true. Certainly everybody in this business who is cpncerned. about 
insurance knows it is not true. 

I ask just one 
I haven't known. 
know what I am 

So Comm I ss I oner, I have never met you, and may 
question? I'm not sure that you are the first Commissioner 
Can you just give me a I ittle bit of your background, so I 
ta I king about before you start your statement? 
COMMISSIONER JOSEPH F. MURPHY: sure. 

ASSEMBLYMAN DEVERIN: Okay, thank you. 
ASSEMBLYMAN ADUBATO: I didn't real lze Assemblyman Deverin 1 s 

statement was going to be so lengthy. Commissioner, thanks for your 
patience. I wou Id ask-- It Is up to you, if you wou Id I i ke to meet the 
request of Assemblyman Deverin-- (Malfunction of public address system) 

Well, some people say I have an awfully booming voice when I want 
one. I I I I try to make sure that you can hear me w I th or w I thout the 
microphone. 

Respectfully, Commissioner, I would ask, if we can al I bear with 
these technical difficulties and if you would be kind enough to respond to 
Assemblyman Deverin's request before your statement. What did you ask again? 

ASSEMBLYMAN DEVERIN: The Commissioner's background. 
ASSEMBLYMAN ADUBATO: Oh, your background before you became 

Commissioner •. Thank you, sir. 
COMMISSIONER MURPHY: would be very happy to meet his request. 

don't know how far to go back, but let's start after World War I I. 
I served for three years as the Deputy Superintendent of Insurance 

in New York. After that, I joined the Continental Corporation of the 

l. Because of technical problems, some testimony, as the record indicates, 
was not picked up by the recording system. 
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J'.:or:rlrtm,e1nr1ra,l 1(;~sl!J11ra,nce< Comp,ani:es., an,di I, served wi;th· them··tor tw1e111ty,,.,.,ti,ve 
'' . ·_ .• . . _· -_· . ·.1,_ . . . '. ·' .· . ' . . - '. . ' . . • . ' ' ' _· . . . . . ' ·.. i. 

)f•e;qrs;, $tartl~gl 9s counsel, a,nd, feth"lng, as. Exei;:utlve, \Hc:e PfesiOl;l:lild? qt tn,e 
g;ene1rcJil co:t-!:r,s.ial. ,That w·as thr'ee ye.a,i:ts. ag,o. 1, re,Hred1 at the end'. QJ A~,rrlh,, 1H~ . . . -

1 t\t y11:li:tc'l:r ti:me, not rea.l l'y! W&li'lti•n,g tq re:tire:, Ii Jol1;1,edi th,e \;{glq 
·stree:t t~wrfl,~m o,f Leboe,ut,,·tan:io,,. ·laib,y, 8;.Mecrae, .. and' serve,d·irherepra,c:ti:c;in:ig; 

ta:w: rn New 'lk>fl<. untU the GQ,vernor was· klnci en,q,ughto ~Her me thh Jo,I\>,,. Iii 
th&t s.y,f'ftci'e~:t?· , ... , .... 

AS$~M8lYMAN [):f=:VEJ{ I, N~ Than;k Y,Q,t,I; very much. 
C.OM~J$S. I, ONER MURPH¥: If . t may rn.ow,, Mr., (;h,aJ rmalil'""" 
ASSJ~M.BLYMAN. AOUBAT01:,. Commi,sstoner, w-lth)fOllil" llH~i:iie,,;l'ce, i1f 1, may 

tak,e thi'$. OPP,%)rfu,nit'y'.,. Jf t,t ls okay with you, :yov were wtth, tit~, New York 
ln.sy,ranqe Der,>~rtment for. i7hree years? . 

. COM.t1,JSS IONE:R MURPHY : Yes• 
ASSeMBl.:YMAN AOUBATO: What years were they, sir? 
COM~ll$$10NER MURPHY: ·1952 to t,95,~. 
ASS~MBl.:YMAN ADUBATQ: Andi~ '/QlJ ret i!fed f ror;m Contl1ne,nta l l!nisUFa,l'lqe, 

Comf:)l;!Fi'){? 
COMMl'SS I ONE:R MURPHY : 

I nslilrer hold ing1 compan,uy. 
A:SS~MB!i.YMAN ADUBAT•: Do they do c;1nythlng with linsuranqeJ 
C.OMMISS.HJNER MURPHY: 

Compc1mlE:i$., T~•a+ is fhetr ma, l:n 
·· Yes,, they own, the, Coni'lflenta t ln$.tJ.rance 

business. 
. . ASSijMBLYMAN AQUBATO.: Oh, Qkay • l t I, s I n.s uranc.e? 

COMt•tt ss l!ONER· M4RPHY: 
ASSE;MBIL '¥MAN AOUBATO: './ .. ·.:•' ,_, ,,, ' . ' __ · .. ' •. ,, ' 

· Qa:s1;1atty? 

Yes. 
Is that automobJ le knsurance, sir, aJI 

· COM~il. SSI ONER MURPHY: 
som.e, Ii t t e • ti 

ASSIEMBLYMAN A0UE3ATO: In Whiclt c;apaclty did yo1;1, serve, fllgi t aJ?k? 
COMM:l,SH)NER MURPHY: M coun.sel at the beginning .• 
AS:S!SMBLJMAN · AOUBATO : 
COM~: I $$ l{lNER MURPHY: 

Genera I, qounse I ? 
General counsel 1:ind. u ltima.tel:y 1;is [xec;utiye. 

\Hee. Pres i'.de,ntl' ., 
ASSE,MBLYMAN ADUBATO: And that w1:1s cqnGluded i'n l98(D, $11'1'? 
COMM'ISSIONER MURPHY: Apr! I of H~ao. 
Ass~MSLYMAN ADUBATO: You retired in Apr 11 of 1'980. How long have 

yo4 b;Ele.n a,, residen,t of New Jersey, Commissioner? 
COMMlSSJONER MURPHY: Pour and one-.half ye1:1Fs. 
AS$;EMBL ¥MAN ADUB.ATO•: You have been a resJdent q.f New: J:ersey f,gr 

· the la,s,t fQu1(:1:1nq, one-ha If years. 
COMMl:SS,tQNER MURPHY: Yes •. 
A'8SEMSl, YMAN AOUE3Al'O: An,d <:l id you I Ive I f'IJ. New York before 1,h.ij,'t !'i>f 

Cqnnec;t lcu t 9r ..... 
COMMISStONER. MURPHY:. New· Ybrk. 
ASS:EMl;M:, YMA N.··· Al)UBATO: New Yo•r k • 

. CQ!lt:411:SS IONER MURPHY: That is r lght, New ¥.ork, l.ai•rt;;:ihmgn'I', Ne,w, ¥QrK. 
A$Si~MBLYMAN ADUBATO: Atl right. So,. you !ha.ve• been iii} N~w Jefse,y 

as a, l:e,g.aJ re$i,den:t for four and one-halt yec3rs. 
CQMMtSSlONER MURPHY: Yes~ s I nee November. of 1,9'7~~ 
ASEMB'.l.:YM>AN ADUBATO: The exa.,ct rnonth Jsn••t ··1mpor-·tc:1rnt;; 1.1,m jJ:!SJl' 

tfyl,hg: i'o, ge'f::"""". 'f:3ec::ause some of the thi!n.gs that w.e ~r•e till!l;kJn~ qpg·y•1' ti),ere~ 
'l'""t starting, to, get a· beti',er picture of different perc€3pti.ons, lf y,o,u, w,i. l;J,,,, ... 
'illOttest <l i ff:erenCes ol perqeptlon. j apprec late you tak lJil.g tlti,e ;p.a·t·l.efllc,e q:111d 
tfi,t:i tdroe 't9, oo tt1ls, and l · c!!ppreclate .Assemblymari Hever,l)m c!leSikln,g be.~au,s@ J 
th,in!k :i't. hetps everyone. · · · 



You mentioned Governor Kean asking you to serve as the Insurance 
Commissioner. How did that come about? Did you seek the position or were 

_ you just asked to put In an app 11 cat I on? How d Id that happen? 
COMMISSIONER MURPHY: We If, part of both--. _ 
ASSEMBLYMAN ADUBATO:. If you don't mind tel I Ing us. 
COMMISSIONER MURPHY: No, I don't mind telling you at all; part of 

both. , had hot been active lri any political campaigns in New Jersey. A 
number of the peop I e who I know 1h New. Jersey, however, who had been act Ive 
in campa I gns ~ .es pee i a I I y In the, Insurance fraternity, asked me if I wou Id 
consider myself available to appointment as Commissioner of Insurance, - if 
that appo I ntment were forthcom l.ng .• · 
· - As you may know, Governor Kean, who at I east respects my off lee, 

and I think other cabinet positions, retained a management consultant for a 
headhunter tci screen potential applicants, and I was.asked if ,I wou_ld talk to 
this lndidvidual, which I did •. · I went through a screening process there, 
then a second screening process, and then a visit with the Governor. · Then 
ultimately, I was offered the appointment. 

_ - ASSEMBLYMAN ADUBATO: I want to thank you for your patience~ and to 
thank_ you for sharing that Information with.us, Commissioner. Thank you very 
much~ 1· prom I se you there _w 11 I be no Interrupt Ions dur Ing your sta.tement by 
anyone, Including me. 

COMMISSIONER MURPHY: Al I right, thank you, Mr. Chairman. 
Mr. Chairman and members of the ·Committee, Mr. Speaker, _in a 

memorandum dated Apr I I 21, 1983, a copy of which Is attached and marked as 
Exhibit A, your Committee requested me and certain members of the Department 
staff to appear before you on May 2, 1983 and to furn-ish you with certain 
data as more fully set out In Exhibit A. Messrs. Cooper, Hooper and Boer are 
here, and so Is Mr. Shumake._ I have put I _Ii the statement that he was en 
route from Char I es ton, but he ti e'w home I ast · night to be present -at the 

- meeting today, and he Is here. · 
At the outset, I must note, for the record, that our Department 

does business in a fishbowl. Our records are publ le records an.d .are open, at 
any.reasqnable·tlme, for public Inspection. In short, we have no secrets. 
In the.case of the major automobile rate flll119s referred·to in Exhibit A, 
and as required by law, the Office of the Public Advocate was furnished 
copies of the proposals simultaneously with their filing with us, except in 
the case of the _State Farm fl I Ing where we furnished the Pt.ibl le Advocate a 
copy. The Pub I le Advocate Intervened In the r.ate process, as was his right._
In addition, I should observe that while our rate law does not-- nor does, so 
far as I know, the, rate I aw of·- any other state-- require us to issue press 
releases about 6ur actions, it has long been our custom to do so with regard 
to average rate Increases. We regard In format I on pub I i shed by the media, 
b~cause of press releases or otherwise, as information to the pub I ic. 
S1mi l~rly, ve regard Information furnished to representatives ot the pub I ic, 
either elected or appointed, as Information to the pub I ic. 

· Turning now to your specific requests and dealing with them in the 
order in which are I isted in your letter, Mr. Chairman, the first subject is 
rate.iricreases. Attached and entitled B-1 is a chart--

- ASSEMBLYMAN ADUBATO: Excuse. ine, Commissioner~ I apologi:ze. - The 
only reason l am. interrupt Ing you Is, the recorder is ready to be turned 
over. ·1 don't want to miss a word, so If you would be patient-"." I said_ I 
wou I dn I t ·Interrupt you, but that Is .the on I y reason why I w 11 I interrupt 
anyone; to make sure.that we get everything documented. So, I apologize. 

While they are turning the tape,. Assemblyman Kelly asked if he 
could Interrupt, and I told him, 11No." Neither can any other Assemblyman· 
here lntert~pt, but fot the recording and for the official- documentation, we 
mu.st. 
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(I f;lJ?,~tL~g JJEil, PL€1~$E:l c9r;nt l,riu,e, ,Qomr-nlss Ion er. 
,§f;),M~;l'§§J~t-f~R MURPHYI ·Turning to tl\e tjrst Jtern in your JE;itter, the 

;~9t~ cl:l\l@if"'~,g~e$}J J $'?Y, ''Att.a,c:he<;I ancj entJtJed Exhij)i t B;,-1 /$ a <:ha~t;showirig 
IJ} $1¼!,~~JM7 '(' ·. f,9r~, 1P.fJ yate p955gnger .g.l,JfQ rat,e Jncrei3$€1$ by ti" ers wr 1t Ing more 
t,~,f,,t;J ll 9if th$ mark.et dur,i.ng the ll1l$t 12 months.•• .. With y9ur Le,ad, Mr~ 
G~.qirJt@fl, :I. Rffli\99iHg to ,cl§k, p.n ,the, ,9<'.lVgflC8d copies< \'f'hJcti ~,ere given to ydu 
Ji;~w.frJs!,c1y, th~t 9A th,e flr$t tine thereot.Jnrespect toAtPSO,. anumbe,r is 
~he~n 9f f~r ri~ . , Ol,o fEilggJng th J s· 9oc1.1meAt oye,r the weekend, J . note thgt to pe 
$,9,W~:W·!'l9f rof§J41t~ijng, ,ang c:l@ritY ... ruff,aredibecause of ...... t:>ce,vity ..... he,re •.. That 
!},MmQgP ~hl4)MI g ~F,8 prpper.1 y be 5.4%, ancJ I ask YOU to c:haoge ii t t9 5.4%. 

. . . f,\§§gf~tijb'fMAN AO.U~fffQ; Exfuse. me~, Commi s,s i9ner, with that r-eque,st I 
my§:\' in!@:rrygt~ a,!)(j $c;l'( th<:.it th i $ G<:;,mml tfee w i I I 9 I ter ?t,ndwJ 11 qhange ;;my 
~tc1tem~nt ttwi1\ hil§ been .givf;!n tg us prior to testimony. ·• .• However,. the, 
irt~Jne ! T!;l),(f ~Fl~ the Pf i 9 inc1 I f9rm.,. a§ Wei$ sutimltted, . wI II be. retaJned as 
·f•M~fi,Clf f@P9F,q,,\ ~ll c:hang~$, alte,rc1tions~ c1nd correctl9ns wll I pe 11oted as 
~@lq.g fha,.ng,e§ J n the gr i $Ji riFI I fe,.xt wh l ch was sut:im i tteq, SP we . c::~rn ~et ;;i 

~lf!Jqij.§,§1 q{ c:h,n9.@S thgt , \'lere, marje~ Hut; the or JcgJnal fe,xt w l 11 rf3mc;1 in 
~·~~\:)ti:\".·~$ •.. Jt/i~:,, gqt the• Pl!!?llc: .heisffing \\Ii 11 indicate which. ch1:1nges were 
~f),~e, et the, re9;4e,st ·Of either c;1nyone testify Ing or i:lnyone Qn this $I de, of the 
t~il!J.1 e ~~fr}. §~Yi $9\TJe,thing thc1t Will i=! I ter a charge'! I think . that . in' the 
~j~,(Fi:t ~t f@ir:~l.c1y c;1od 9.ett:j.ng oµt c1ccµrc1te lnfo~mation, thi:lf Js what we are, 
~.~f?.1,ff: . I, .. ii'!•8PfeQ ~~te . y,94 bl"lngl !1!;) that up, . becayse . anywhere at a 11-.. 
a,18,8Pe,Sil9,te ¥~'l,; 1:t9 t.~9 sw;h g ~cissiye Job, ancl: I want y9u to k,now, that at <3ny 
'\ii!X',e Q;!Jlr:i:'119; t·t:iI:$ l;lf;!a,Fing, yqu or cioy,mempe,r qf your staff who,wants t(:) advise 
-,:,~H th~t rn~Y~~I§O.tT1$?Jhing" ;1h,ould be>.changed, we wJI I he happy tqchange, add, 
S817F~,%.1'~o c;l/~ji,rtr,,,,, 91f whate.V.~Ji' ~ I thank YC:?IJ tor pointing that out to .IJS. .•• ... 

· Q@M~;tS,S,:l;QN~R N!PRPM.¥; Th 9.nk yQL!,, Mr. Cha I rman. That procedure is 
a,•Qf~•~.e;9l~, tg1m~,~ · .•.·.· . .. . .,.·. ·· · · < .. ·. .• , 

A;S,,§.~~~-nM~N A!RlJc3AJO,:, . Colllmis,sioner,, i;IP,OIO!;liZe. W.hqt we c;1re 
'!Iq;l:ki}•MlJ, a,l;),@,Yil~ .. I p.el:i;e~e~ Qqm,rlssi.oner,,. 'and Assemt>lyman Ko:sco c1.sked <:1 
q.!A§,§,tl1iµ,.,, ~r,i 1rr:~, 1lq;,l;kd;r::ig 9li,~,yt he column a,rt the way over tQ the, r i,ght on 
,~,,~:.1; ~JrlJ · $,~, 1J~, '.i; . · · . .· . · · 

8.,@Wil:~;S, •. lx@ttJ,~R- Ml:Jg,pb,1)'.r. Thzj,t ts r i.g,ht. · 
,1 &$;§:~M~1!;,'I\MfN, ·AQ.lJijATQ: <conti1:win9l•· Where rt ~hqws, iil··· .·:?6~ 1% •·incr.ec;1s;e,. 
111m~. Q~.in,~,l;~.~iqr,t~rF Ls $,cl,Y,,tng thcit sho.uld read .. .., . 
1 ·. . . Q9J4Mrli§S,,;1,,QN.lt~ trtUR6\lH¥: · 5.Ai% lncPec;1se wlth cm asterJsk brought down 
1&8, ~~,~ ~,~~tqm, mt 1lb~ Pei8, The, c;1sterlsk sh<;>ulq stcite. "see Exhibit s.,.2 (c;1). 11 

1t,._5.;§:ijt111?t;,,'l':M&;N, AQUJ~.Al'Q; Exhlblt s ... 2--,, 
Q,Q;ty,lMd,§,S,,liON9R ~W~.f?.l;:IY: , s .. 2 (ci), ~· That 1$ the opi!'liqn and:. de.els ion 

. · W;~ i,,<;1h,1 ~.~@. hq1iur:t·Sl,i)' It\!'.· · ... 
r ·, . ~9;nrti;1)1;ti:~g QO, Wii,t;h · the stc1,temen.+, wei. attq<;;h E:x.hlblts S-2 tci>. 
ti~f9,l:/.~;!~; ~,:,\?i ($(},,,~ <Ml·~. the:~e, qfe,. qp in.tons, d.~cisJons,.9FHf. oe>rrespondence, and 

J'l,~§f::et 'q;.~:i?,J:i-f;:91J:?le,,,. p.r::e.$,9?, rre,J;e,9$es; i l'l rcite, m.citters d,e.so,r l,be,.(;I, in Exhlb.it 8.., 1.. • 
.[~:9JMFt> i/11 t:h~. S;'.t\91:ne, ffq:r:'rn: m9tter and In the · .lklP$0. Admln lstrat+ve. [c)W 
~[?q.g~.~.cjii/~QI.:~,\ th~ F?u;:~1 le ~d¼oc.9-t,e d[q nqt demand ·. a hecirf:ng before,. the,· rate,. 
q:J?1ijP9)(.;~1cl;t Wc,~1Rr. 9f'cli!ilte,,Q,~ 
t . . 1I/~~ •. : td;r,i,9J19 I c1J 1c~pq.rtln,g,: . Atta,ched an~ Exhl b,kts 4 ... J ,,, 2,, . ]i,. 4,. 
~JJ,.q,;. ,ii,,, t>,el111g,)m:Y: .<;ligQ.jsJ.q,ras;. on c.erta;l,n mc;>,tlon•$·•· m1:1de Qy; the,···Pt,li~.t I c .AdV,b€q,T(l),.,; 
i;.·.1=tBR:~A,J,k. ~;,Q;~t .. t.9,~e,n,· trgm,.·t•h8$~ decls,Lo.ns ·and, .•. cis y.et., ... the·.mo;j,Lons·. hi:l\{e···n<\>,m 
JR,~~!f:b ~·ij_~!~~eP• .. ·• He,fEii~, 9i9pJn,, .Mr~, GhaJrman '. ·' shout<) pqlnt .OllT,.1. that qJter th l:s 
~;ei~" R,lii·~.R?J.,F~1.9f 9,r:1(:1, spmlilt•lm~: La~.t Fr Lpi;3y. c;1tternqc;m, thEi Pu,t,J le Advo.catEi c:;;a,lJed: 
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my office, I am so advised, and has suggested that his office.and our office 
· meet to go forward on renewing some of these mot i on.s. We haven I t had an 
opportunity to do that, but such a request has been made, which wi 11 be. 
honorep. by. me. .• . . 

· In add It ion, our Department, over the I ast severa I months,. has been 
studying the financial disclosure and reconciliation r'eguiations promulated ._.· .. 
by the states of Florida and New Yorrk. · We also have· been looking at the 
excess profit statutes of those states, a I though we recognize that the.se · 
ordinari ly'_are handmaidens of ope.n coinpetitlon laws. We wi 11. be prepared in 
the reasonab.l y near future to ·make recommendations as to.· how New . Jersey 
shou Id proceed down both or e I ther ·of these avenues, being mind fu I of our 
current pr'actice, which has. been In effect for 10 years of fol lowing the> 
so-cal led 11CI ifford" formula with respect to the inclusion 9f investment· 
income in rate-making. . · .. 

· The next item is the State Farm decision •. My ,dec;:ision of Apri I 4;. 
1983, a copy of which is attached and entitled. Exhibit a-2 Cr); out I Ines the. 
positions of the Advocate and_ our. Department. · 

Number four, cost redu.ction: In my AIPSO Opinion ahd Decision of. . 
April 4, 1983, which is Exhib_lt B-2 (a), modifying the, Administrative Law. 
Ju_dge Decision, I stated, •iln considering rate recommendations of the. 
rriagn i tude involved herein, I am ent I re I y aware of my ob I i gat I on· under the 
rating I a_ws to provide that rates be adequate. On. the other hand, I am 
conip I ete I y · cons.cl ous ' 6f th.e · prob l·em of affordab i I lty · _ra I sed by . t_he 
application of the calculated increases, especially when th,ey come so soon 
after other recent increases i'h our private passenger.rates. 

IIAffordabl I lty is not one of the criteria of our r_ating laws, yet 
the Department is fu 11 y cogn I zc:1nt_ of t.he ~arsh effect the cost of ,automob 11 e 
insurance Is having on our cl_tlzens. ·. I take notice of current JegiMatlve. 
efforts to_ cqntain, _the ~,as_t c;,f our overly expensive _c:n1tomobi le reparations 
system, . particularly ':A;;.171?'' (G_a.11<;>), ah,d S'."'305.9 ., (Saxton), ,wh,lch w6_uld 
increase the no-fault thresho.ld .and establ I.sh. a medical fee sched1fle, and 

· A~ 1719 (Ga! Io), whkh wou Id . e.st,b I ,~h, an. Insurance' fraµd . Un It' wl thin the ' 
Department of t~sur~n~e. l,t Js r:iof .ur,fe~~onab I e to c;:oncl ude that fhe. pa$sage) 

;!p.~~i~ onf :It~it~~i~tI~';t:t~:;-:;"r;:~::::rt:;t.:-:· 1::e.r•.,:·:d:·::::: 
on past exp~rience ari.d ~hou fd b~ proJe.cte.p so as to reasonably Incorporate 
deve I oprnent)~ I Ike I y tO 9c9ur. tjuf Ir g the I IIJ!11ed I ate futlH;;~ • ·· 

:~;~ Mifili· 
savings, as appropriately determined by me In a -subsequent proceeding, _I ike.ly 
to result from the enactment of the above cited, or similar legislation, wi 11 

. be calculated as soon as practicable upon enactment, tJ,er!3by reducing or 
el iminatlng the capitation charges imposed .under this decision." 

. · . Any specific detE:lrminatlon must await an evaluation or.judgment of 
potent i a I savings of _enacted I eg Is I at I on. I have no mc1g i c formu I a, but 
believe _that with the support of actuarial projections and informed judgment,. 
ap estlrria'te of cost savings can be arrived at. At this pojnt, I submit that 
the . savings under the .. cost-con ta I nment leg is I at ion . recommended. by the .· 
Administration are self-evident. . . . . 

. ·. Number. five, press release of January 7,. 1983: Our Department, on 
January 7, 1983, approved an I SO rate Increase averag i_n g 7% statewide. and ·· 
including certain classlflcatl-on changes. That filJng was subsequently 
w I th drawn by I SO at the spec If I c request of your Chairman because of h Is 
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pl:>jiaqtlof, totheclc1sslficc'lt(on changes .• The substituted fJling, whi¢h. did 
fl~t i.n.cLyc:j~ clqssification ch?)nges, was·i3pproved by me on Jc3n~ary 19,1983. 
[fh~re ·. Is ?lH~cheg: . . . . . · 

(A) lnti;tled Exhl.bit u ... 1; i:l• copy of the pertinent part of the 1$0 
r~t.~ I'lf'QP9Sql c:j~al jng with ciassificati.e>n changes fjled with the Depar:tment 
pn May l~, 198~{whichresulted .in the}<:lnuary 7,. 1983 approval •. Copies of 
this f i IJrig W\;lre: CJ) simuftaneously furnished to the Pqbl ic Advocate by the 
fiLer, and (2), qt his specific. request, handed to the Chairm~rn of .this 
~rnrnifte~ in June oJ 1982 inthe. Senate Chamber here in the State.Ho1Jse. In 
addition, cl su~mary of the classification changes pFbposed t:>y th\':! filer and 
portray Ing do 11 ar Changes in selected terr I tor ies was 'given to your Chairman 
qn Ofilce•.rnber '13.,. 1982 by representc'ltives of ISO cluringa meeting with him. A 
F<:WY qt such s,ymmc1ry i S attached as Exh I bl t 0~2. Our f i 1.e does not note 9ny 
<?\:>jectiors to the proposed classlflcatlon changes from either the Pub I ic 
~~.¥Qcate op yoyr Cl;ralrman pr)or tomy·actl.on of January 7, 1983. 

,. . . (13) . AHached ,and entitled p ... 3 Is a copy. of.· a·. news. story dated 
'l'Pvemt;:>er 21~ l982, appearing in the Newark 5tar Led9er, describing the ISO 
filing an<;lthepr0 posedcl.;1ssLficatJon changes., .. . •• .. · . 

· . Exhlblt D-4 is a copy of this. Department's press release,, dated 
~;q,@,4:9t¥ 7r, J' 983, announc in~( the approval .· of the f iii ng . and focus lrig .. on <its 
:~.t&tewrlge,'avet,ag.e.c:~st impact. Also attc,ched and entitled Exhi.bitH'"'5 ls a 
ClQPY 9t1 a new~ story appearing in the January 8, l983 Issue of the Newark 
Stgr ledifj8F, r~porttng on t.he r<:lte and c1·c3sslflcc,tion changes. 
,· ., . . . Fin.ally there i•s Exhibit D.,.6, a copy of a. Department press re lease 
:l?·~.sp;eqHng th,slJbstituted filingLWhl<:h el lcltedminor press interest • 

. . · l;lil,.e n.!:3Xt itemls Medicare and PIP, Personal Injury Protection. 
There i,.s att<;1qhe.d.EXhibltE.,.l •. Exhibit E-l is a summary·of the activity of 
OlJr,' Oepc1 .. rtment·respectlng .the .·impact of proposed Federal. Meqicare regutatjons 
op the, autg ins)..lranee costs of our senior citizens. Attac.hed to .that exhibit 
gr.-9, q9pJ9s ~f (+> our letter to our State's·. Wash hng,ton offdc;:e dated January. 
8,. · lQ.&2!; . (ZJ . my l'E=¼t.ter to the FederaJ .A:dml n I strator. of Hea Ith. ar,d Human 
Se)rrv;i,%0:$ datt;ed Jqd.Y 16,. t:982, and (3) a .copy .Qt a brief prepared by Colonial 
Penn tn51Jrqnce.. Company furnished to our Wa,Shl ngton off Ice by us in. October,. 
l9ij2. . 

And n.ow to .bring 'this maHer up to. date, since the preparation of 
Exh.ib.it E: ... t, therE;ihave be~m these deve.lopmehts: 

· (l) A:t the spr-lng meetlng of the National Association of Insurance 
~mmissLonei?S> iirt Ba,Ji'lmor:-e.,, Marylan.d on March 3(),. 1983, a+ my reques.t,, the 
ExeCJJ,tive Gommi'ir•tee reaffirmed its June,. l982 re~olutlon in. oppqs itJon to the 
proposed reg.ul~flori and Mr.acted .that such resorution be, sent to the new 
S~ctecit•~P·y Qf, Heildthand Human Services, M9rgaret Heckler~ 

(2'), . ' A. final regulation making Medicare . subordinate to PIP' was 
p1Jb:,li.$hed in t•he federal Re9Jster on A,pri.l ;5', 1983 w.fth an effective, .date of 
June. 6, 198'3 •. 

There ha;ve been severa I' mee'tfngs of · representat Ives. of o.ur 
DeRar·trnesnt, O!Jr:7, Mtorney Genera I , and the New York. l'nsurance; Dep:artmeFtt,,. and' 
"#b:e• N~,w, ¥qr7* Attorney Genera I , In respect to I ega I ac.Hon to s.tay and to. 
I nv.arf;i1dq.:f,,e, the, regul•at ion •. We have been advised by. our Attorn·ey Genera I tha;t 
si,i;qh qJJ q;ct:+on hqs substant I a 1 ·· mer It·. It should be noted that I egaJ act+on 
S!,tc;;h ~ts tni:IJ:· now, contemplated cou Id not have been taken by us unti I a. finc;iJ 
reguJatiq,n wa,s. pub,ldsh.ed, a,n,d,, as noted, that took p I ace on Apr Fl! 5, 198'3. 

•·· ·. ··. . Ql'l, Thursday, Aprl I . 28, 198·3, Governor Kean . arH1ouqced that he ha.d 
dhr::ec;te.d: the•. A,ttorney .. Qenera I • to . f i I e s ult i n F9dera I · court· to stay the 
e;fl'f\e,qt, Q•,f; an.di .inval ldate the Heal th and Human Services reg,ulatlon. A copy of 
th•9 t: press r,;~+ease is attached to our· papers. . 

. Now., over the, last few. months, we have been exp.lo.ring~.,. 
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ASSEMBLYMAN ADUBATO: Excuse me, sir, just tor the record, you say 
"copy of press release attached," and it says in here, "Exhibit E-1 dated 
Apr I I 28, 1983,"--

COMMISSIONER MURPHY: 1983. 
ASSEMBLYMAN AD\.lBATO: I'm sorry, I didn't hear you say that. 

just want to put it in the record.· 
COMMISSIONER MURPHY: Yes, probably slurred over that, Mr. 

Chairman. I shouldn't have. 
ASSEMBLYMAN ADUBATO: That is okay, sir, just want to put it in 

the record. Thank you. 
COMMISSIONER MURPHY: FI ha 11 y, I d Id want to note that over the 

last few months, we have been exploring possible amendments to our PIP law, 
which may continue Medicare as primary tor our senior cltiz.ens. We, of 
course, hope to have the cooperation of your Comm I ttee in this endeavor. 

Seven, the so-cal led Hooper statement: In response to press 
inquiries about the effect of the capping provisions of A-1696, our Press 
Officer, Mr. Hooper, dealt with the average, not minimum, increases on 
uncapped cars. No reference was made to good or bad drivers; the reference 
was to the effect on cars in uncapped terr I tori es. His $6. 00 estimate was 
based on calculations developed by our Actuarial Department .• A copy of such 
calculations ls attached as Exhibit F. 

Eight, the Fraud Bureau: The attribution 
not correct. I have said that .there have been 
estimate that as much as 15% to 20% of the insurance 
I have no precise knowledge of how much fraud there 
much could be rooted out by our Division of Fraud. 

recited in Exhibit A is 
industry studies which 

dollar is lost to fraud. 
ls in New Jersey, or how 

The FI orJ da Insurance Department con f I rms the statement that I 5% 
to 20% of insurance claims are fraudulent. This ls based on their operation 
of an Insurance Jr;au.9 qiyls!pn t()vn<:led In, Apri I of 1977. That Fraud Bureau 
recent I y achJ evEi~ / ifs/ ·~opth;•1:99r{yJ~t Ip!) fpr' I nsuranc;:e fraud in that state. · 
s i nee the incept ion qf treJr ~ureau: They consider their bureau to have beE3n . 
a successful enc:J~~vof anq,.:~.t!.IJe,tlieY do not have stqtistics to measure the 
impact on rates, :tti\iiy~f~el ,th~t. It ti~s.been ,affective. 

Nlritn: l.~ .. P&ti~h;,riJi:ttt~{~.1 :<~t ~~1996: On· August 13, 1982, I wrote 
to the , Ghc;,1 i,r,rryan ,,~tifY8Yn ,,;§8,"JIIJl,tt,~~·.c~.PP:Yt PPS$ It, I e ~IT),endments t,o A-1999. No 

· r.espcm~.~.;;\if~i~;}f~f· •·····•· · ·.• ,P\:',T;i\:2!,et,f~tJ #!t~ough ia. f13w· of, .. ·.~h.e•.·· points. cor,s I ?ere9. 
there I~ w,e~~~~· i' •,,i,l{P~Mµen;t legislatron, but yet a num.ber of items 

,trn~tf l!!?~l~tfutr,~~!!~~}~}~,:;IZij!f I~![:It~~;;l;f ~1~f 
benefits, partictflarly if' :s~:tlsfactory · cost-containment results are not 
otherw I se atta i riab I e. You w I I I reca I I , Governor Kean in his campaign, 
suggested the possible repeal of compulsory in connection with the reform of 
the auto reparations system. 

Finally, and perhaps most importantly, in response to the next to 
the I ast paragraph of Exh I b It A, I must record my hope that your 
investigation is not permitted in any way to divert .your Committee's 
attention from the prompt consideration and, hopefully, the passage of auto 
rE3paratlons cost-containment legislation, such as 1747, which has been 
pending before your Committee since July 8, 1982. Reducing the cost of our 
New Jersey automobile reparations system ls the only real way, immediately at 
hand, to stabilize or reduce auto rates for all New Jersey drivers. 

I thank you for your attention and courtesy. 
ASSEMBLYMAN ADUBATO: Commissioner, I want to thank you for your 

patience and your data and information as you see things from your eyes. We 
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Ceiffair,lf f&s~ec-f y6uf pcHn't ef view, .. Assemb1y'me11,. nave q.uite a few 
~'u~sff&n1s to a'sR &f tf\'e G&'mm'lssien'eh We aref hBf on any flfiie .. sc~edute. · .. we 
~r& ~~F@ fa fi'.iowe alt:>h§ wifh .ffl'e Gov~rnar•s ahd the Speaker's .st.a+ement that· 
w@ warR'. fogeff\'er f& try and solve ffll§ pfotHern~ · We 1re g®lng to s+ay nere as 
l~H§' as H~&@s$J:lro/ +&day» and a is& Wednesday, and then we w i 11 take it tr0m 
ffi'er&t W'i3 1fe tt&pfng t6 eene31ude ey WednesdaY, whjcn ls our desire. · This ts 
rfl~ first pH~sEl at fhe§e purHlc Heari'ngs, we afitlt:ipafe, If neMssary; to 
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Bfftf 6He Td +ak~ilabe iB the senlm" citizens' lbcaflon in nteah County. 
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.· .MFh RG§ENBERG: '('es~ 
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11.s'§e~EtL.Y~AiN. ,;ili&l:JsMb:: ttxc\JJM3 'me,, sii'f /) {0if'1 :~a'g'8 l01if 'GT tihe 
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:A'S;$:t:J;ffst:·yllii1AN ~0us,1\y0: A,1 J1 rf- 1J~{h+, •. ·. No,w,, 'viha+ •are .'we 1rel1ef'rl:rrg "N)i? 
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iG()~~'l 'SS1f'ONER j"MU~PfqYi: . . . 'Sur'e,~ ..... ··.• .. •. ·• ... · .. . . ... ·· .·.. .. . .. . .. . ... • .. ·. . ·.• . . • ·.. .•. . .· ··. ' 

·. . . . ····.·. ;?\s'.sEMBLlrir$1NN \KEllL'f': Y61u s1:fl":imli tste,a a sc'he'(lu;Fe ,wJi :t?h '/t,'nat.,; t1 11z>eihi'e!itei, 
ie):, '1&r 10~.2 i? · · 

•. ..•.... •. . .. 100f.1rt,11 s'~l'P0NER 'M~RPl'ft;: 00"-:~1, .[ttfs,. . . 'tha't ts a . ·s,11/mm'a"hy,,, '\iJih'l:t:'h 1,\ita1s 

~~~?i!tiJ~~~:::;:•1•.:1\~~:f.:::•n,1;::0
:~ ::~::::.::~ 

1rta'fe. ~somi:) '1tf•1i1ecn1o"s 'w'tio. '1 ir'\I~ .• ,p:FI :~t;i'wa"rk. . ,, ''fm .. ~'(rst ,:0urto1:i:s,. \FT is@·em's .. to ,:me rth'at :t::~;i,:;::: 11c'h~"n'g'e,s 1i1h' co'iff'.s '!t7fl'tlre0• !ft s<ays1, ''"Sehiler ·cfl'Til,,z!e'fr/S)l:l're \fi;,(Jrnber '3,/11 )I 

"tEJ0#trvf1:.5's1110Nl2R "~t!JRPRY: 'Y&s,. 
! 



ASSEMBLYMAN KELLY: In Newark, It says 11 The cost Would be $104.1 
under the.present rate or the rate before the change Is made.". Then you have 
$1114. with no class change, and $1006 with a class change~ Which is In 
effect rfght now? 

COMMISSIONER MURPHY:· Well, the seconcl one. 
ASSEMBLYMAN KELLY: The second one? 
COMMISSIONER MURPHY: Yes, because ISO withdrew the cl,!:!ssiflcation 

changes; and so the second category is In effect. It Is 7% with no cl_ass 
plan change. · 

ASSEMBLYMAN KELLY: Wouldn't It be better with the class change. 
I'm juit saying, wo~ldn 1 t it have been_ better? 

COMMISSIONER MURPHY: Wei I, from a dollar standpoint, the numbers 
speak for themse Ives. There wou Id have been a saving to the senior c It i zen 
in· Newark according to this chart with the classlflcatlqn change •.. .The cost 
would have gone from $1041. down to $1006, whereas without the class change, 
as rt says, the charge Is $1114. · 

. ASSEMBLYMAN KELLY: In other words~ as a resu It of the c I ass 
change, )t Is costing them more. -

COMMISSIONER MURPHY: The c I ass change wou Id have resu I ted . in a 
saving, as I outlined, to the senf6r citizen. 

· ASSEMBLYMAN KELLY: Okay, you I ve a_nswered my question. . They are 
paying more now. 

COMMISSIONER MURPHY: They are paying the second category, yes. 
ASSEMBLYMAN KELLY: Right, okay. ihank you very much. That was my 

only question. 
ASSEMBLYMAN ADUBATO: Are there any ot_her questfons? 
ASSEMBLYMAN KELLY: Not right now. 

. ASSEMBLYMAN ADUBATO: We w I I I go into that in great I ength after 
your lnforrila.tion, and 1. hope at that tim'3, when we. go into thjs at great 
length that you wl 11 .have a I lttle more In.formation as to what affected what. 
I'm concerned, as you are, and' I thahk you for bringing that point out •. - It 
is very I mporta:nt. · · · 

ASSEMBLYMAN DEVER IN: Mr-. Chairman, may I ask .a question? 
ASSEMBLYMAN ADUBATO: Yes, sir. Assemblyman DeVerli'), go right 

ahead •. 
ASSEMBLYMAN DEVER IN: Mr •. Qoinmlssloner, I r.ead with Jnteres,t your· 

re.commendat Ions on page 3, and · I know you I eft your cry~ta I ba l I . home., io you · 
really can•'t answer this question. A-1747 by Galle>; 5..,3059 by Saxton;. and 
A:...1719 by -Gallo: I'm sure It Is only a coincidence that they are all 
Republl can. sponsored bi 11 s, but there .1 s a bi 11 , Mr:". Comm i ss I oner, that I · 
.wonder - if you have taken· a I ook at--

A$SEMBL YMAN ADUBATO:. 11 m sorry., I didn't h.ear that, Assemblyman 
- Dever in. 11m standing right next to--

ASSEMBLYMAN DEVERIN: A-1747, S..;3059, and A-1719 talk about medical 
fees and so forth. They are al I Republican sponsored bi I ls~ 

ASSEMBLYMAN ADUBATO: They are a 11 Repub I i can bi 11 s. 
ASSEMBLYMAN DEVER IN: Yes. . 
ASSEMBLYMAN:ADUBATO: Oh,_ I didn't hear that. Okay, thank you. 
ASSEMBLYMAN DEVER! N: I 1m sure. It -Is on I y a.· coincidence •. 
ASSEMBLYMAN ADUBATO: Absolutely~ 
ASSEMBLYMAN DEVERIN: There Is a bill, A-1695_ Commissioner, that 

cleans up the langugage In the no-faul_t bl 11. It has an increase. in the 
thresho Id w I th a percentage of the cost of I iv Ing I nvo I ved, it has a mec;I i ca I · · 
fee sc~edule, but pr I marl ly, It has control of property damage, which no One: 

- see~s to want tb address at these hearings. I never hear anything from yo~r 
office about It. Control of. property damage-,-! wonder if you have. taken a· 
look at A-1695, _and if you have any opinion on i.t. 
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major problem here. Who do you rely on, the Public Advocate? Do you have 
the power to overrule an Admlnstratlve Law Judge If you are not satisfied 
with his decision? 

COMMISSIONER MURPHY: It Is my understanding that--and I am subject 
to the Attorney General seated next to me-- but, it Is my understanding today 
that I have, or any agency head, has the right to accept, reject, or modify 
an opinion of an Administrative La~ Judge. What I did in the matter you just 
referred to Is, I mod I f I ed the op In I on. Now, If you don I t act within a 
certain period of time, which I 'bel I eve Is 45 days, or whatever the time 
period Is, the opinion becomes absolute, final. 

At this stage under the law, the agency head has an opportunity to 
do as I sa Id-- reject, mod I fy or approve the dee Is I on. 

ASSEMBLYMAN THOMPSON: I would i Ike to ask you this just to follow 
up on that question. For the purposes of continuity, supposedly, if the 
majority of Administrative Judges are attorneys, wouldn't it better If their 
decisions were final, and it would be appealed through the Appel late Division 
of Superior Court? 

COMMISSIONER MURPHY: I rea 11 y hadn I t thought about that too much. 
I not Iced someth Ing in the paper this morn Ing, as perhaps you did, which 
caused me to th Ink about that. For what it Is worth, and off the top of my _ .. , 
head, Mr. Thompson, It seems to m~ that if the respons I bi I i ty for dee is ions ""/;,°¼)'' 
w I th In a certa In area Is given to an agency or department head, then he 
should be the one who would make the final decision. I would think that 
would be so, although I would be happy to reexamine it, in view of other 
evidence. I, frankly, had never grappled with It before. 

ASSEMBLYMAN THOMPSON: I appreciate your remarks, but I thin_k one 
of the reasons that New Jersey did away with the departmental hearing 
officers was for the same reason; the department was ending up reviewing 
i tse If. Therefore, you cou Id have eas I I y gotten some opinions that were 
modified, and we were back In the Catch-22-type situation. 

COMMISSIONER MURPHY: I see your point. One of the problems from 
an administrative point of view, without going Into It too much, Is It is my 
understand Ing In New Jersey that the on I y person who can s It on a rate 
hear Ing, a forma I rate hear Ing, Is the Comm I ss I oner. You can get bogged down 

. if you get too many of those, so In this case, this was a rather complex 
issue. In tact, the decision was 97 pages; I sent it out to have it screened 
Initially by the Admlnlstrc:itlve L,aw Judge, and she did a very thorough job In 
cirrlvlng at he_r decision. I mod_ltled her <;leclslon later, but not radically~ 

ASSEMBLYMAN THOMPSON: Thank youo .. 
ASSl;MBLYMAN _ADUBATO: Assemblyman Kosco,. do you have a question? 
ASSEMBLYMAN KO~CO: . Yes; I I d I Ike to ask a quest I on. I wasn I t 

pr Iv i I egad to see these te lev Is ion shows that you were ta I k Ing about. when 
certain Information was given out. Unfortunately, the program didn 1 tqulte 
make Peking, China. 11 m concerned about the -Information or the wrong 
Information or the.misinformation that was brought up earlier by the Speaker, 
and I would appreciate it you would address that Issue to us and explain to 
us, maybe the bookkeeping procedures that take place to show how percentages 
are rece I ved. · 

COMMISSIONER MURPHY: I don't know that can cast much I I ght on 
the subject. I did not hear. the program referred to, and. so I don I t know 
what the Governor sa Id, nor d Id the Governor ta I k to me about what he was 
going to say. I can't be of much help 1n that direction. 

ASSEMBLYMAN ADUBATO: Can I try to be helpful In that direction? 
Wednesday morning we wi 11 play the tape of that portion of the show on the 
audio end, and then maybe we can help each other, If that is okay with you. 

COMMISSIONER MURPHY: Okay. 
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ASSE'.MB:LYM'AN ADUBATO: Are there any other que.stlons at .this 
t,lme1 B)! thEI wc;1y, 11 war,it al I th~ members. of the Co(llffl,lttee to know th~,t at 
illtl)Y p.olm,f In, tJ,me, /H they wo,uJd jl.ist g,et my attent 101:i, they can lnter1cupt me 
o,r anyb()cty 811 se. who, Is ta lkfog,; It they have a pertinent .quest lon, ,a11d 1111 
lifec Ide. that. . .. 1 1 ll do· my best to. a 11 ow ~: t I ot · the mernbers of the ,Committee to 
tm.terru.p,t .trom here on oµt at ~ny time to ask any Qllestlon, so we 1.m~erstand 
thE:i groun:d: r-ule,s. . . ·.· . · ...... · ·. . ·,.• , . . . . . 

· . (AmmJssloner, l wo1.rld like to st~rtby dealing with Item 6,. lf 'that· 
'ls okay;: they <;1,f'e tt\e Mt:1d lcar·t:1/PIP changes • 

. COMMl,SSIONER MlJRPHY:•· Tf:ley are .on .. ·page ·s. 
1 ..• • ·•. ASSEMBLYMAN ADU'3ATO: .. Yes~ sir, page 5, For the f"t:lCOrd, In your 
statement. you !~ay, . l'Thert:1 Is attached Exhlb It E .. J ., Exhlbl "I: E-J <Is a Sllmmary 
'of 'the actlvclfy of our Department resp139tlng the ,Impact of prqposed Federal 
Medi,c,are regulatlon$ on the, aut<> Insurance costs ,qt our sen te>r cl tJzens • 
. Attac:hed .. to E:xl:l Lblt .. E-l are c:op les.,.of:, our letter 't"o our Stafe 1 s WashlQgton 
pHlce,·da,ted July 8, •. 1982;my---my tetter to the>federaJ Admtolstrator of· 
'Health .. and Hum~:n.•Ser:vlce.s, cJated·July;· ·•1th •l982; a copy pf a. brief prepared. by 
P<:,Jonli!ll Penn Insurance Company fornlshedto ourWashlngton o,Hlce by us In 
October of l982 ... To· brJng this matter L!P to dafo since the preparatlon qf . 

. Exh!,bJt E-l,. there haV, heeA these developments:n I wl.ll not read ;the 
'developments. tf we agree are that other th l;ngs have bappened".""." we 11, 11 H 
re1:1d It. 11 At·1tne. sprln9; meetJng of the National Association ot lnsura~ce 
Comrniss!oner:s Jn Baltimore, Maryland, o.n March .3P, .1983, at my request,- the 
Execut Ive Committee reaHkmed Ifs ~une 1982 Reso IL!tion Jn qppos It Ion to the 
l?f<>posed reguJatlon, a.net. djrected t,hat suc,h Reso I uti•on be s.e.nt to. the new 
$e~1;e.:t9ry of Hea IJh and Human Serv Ices,,.· Margaret Heckler. . . Two, a } Ina I 
regul?1tlon mak.JngMedlcare sut>ordlnate to PIP was published. In the Federal 
Re9lster on Apr! I 5~ J98~ with an effective date of June 6, l9J~3. There have. 
l;>e¢n several meetings of repreisentat Ives of our Qepartm.ent, our Attorney 
General, and the !'.Jew York Insurance Department,. and the> New Yor.k Attorney 
~JJer9.lt ln,re~pe,ct to leg.al ?)ctlon to stay an'd to lnva1 ld~te the reg.uJatlon. 
\'fe, haVE3 been advised by . our Atforney Generc1I t,hat suc::b an act ton has 
subst?1ntlal merit.'' 

·•· . ' ·.• J wrt, cut throygh . some .of that and say that ••Governor Kean o.n 
Th1,.1•r5day, Aprl,I 28, 1983 a.nnouncedll-- I 1 11 rep~at thaf date-... non Apr 11 28, 
l983:, (¼lvernor Kean a1:mounced that he . has d lrected the, Attorney· Genera I to 
file su+t In federal co1;1tt t.o stay the effect o,f and Jnval I date tbe Health 
and Huma.n ServJ¢es regu I at.1.o!'l.. A copy of . the press reJei:!se Is attached to 

. ExhibJt 1;: ... 1~ .dated, Aprit za, l983,." ... . . . . 
Corm:nLsslqner, tar· the record,· hold Exhibit E-1 ln my ha.nd. 

E:xhibi't E~l h~s a, t1tJe that says l!Proposed feder~I. ReguJatJon Concernt'ng 
~;dlcare Benet.its and No--F?),lllt Automobl le Insurance.II Am. I to assume that 
since you su.brnltted this, that tf:lLs document has been prepared by.yo,ur staff 
ancl yourself:? .... · · .. • . . . . · ·· · 

C.OMt-.1.ISSI.O:NER MURPHY: Yes .. 
'. ASSEMSL. YMAN ADUBATO: May we, have your p,ermJss.l.on to so la.bet lt as 

cqming ft,qm th~ Insurance Co!JlfTIJ ss ! .. on.er a11d h Is staft? 
' COMMJSSlONER MURPHY: . Yes. 

ASSEMBLYMAN .A.DUBATO: .·· We ·."'·'' '·· .. ·p Lease note t:het, .. E-l ·ts.· an pff lclal 
comment that w.Jl I go Ln . Its ent lrety r n the Pl!h I le hearing as recorded ,a,s 
docurnentat:ion of what happened with Me,dl.care. . Are there any objections ,to 
t:ha,t by any .member Q f the Committee? Heartng none, I t Is .SO mo-ted .• 

' ' COMMISSIONER MURPHY; . Mr. ,Gha I rnian, I f I m.ay npte fhJs,; ln the la.st 
P~fn!Jl'.ri'f!,h., C:C\•tl JH]<jQ :l of l'h,1+. ,tfl1:1t~qf'.dJ!tl,1-m1), w~ f't,~Ql"d Jhc;; vol:~ 'g!:ii w~. U(idcor,!;iih,1nd 

Lt w,,\l.~ rn?1d1:ile This i.nformatl:on was glve.m to us by pu.r Wc:1sblngton oJtlcti. 
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ASSEMBLYMAN ADUBAT0: I I m ·. g I ad you brought that up, because 
certaJn I y am . ~?'.9.9 ,t.Q ... ~r;-J~9tlf.tgP,i a,mo~g. other ..• th i ng5 that are in . this 
exhlb it. ·. An ci yotj ~F~:9{:l"i;t,\~ri:.f;t";!f,fn.:f'.6i~{$'.~y'in1f ::yqu want to change anything, but It 
you do decide to change any comments, any dates, or any facts, we wi II be 
gracious, and we understand hU111a'n frallity on all our parts. If any of us 
makes any .errors that ar~, in my opinion, just honest errors, if there are 
any-- I 1m not say Ing there ar.e--. that I am . sure that we are reasonable 
people. But, for the record, this wi 11 stand as Is, and any corrections you 
wish to make, Commissi.oner, once we go through· this,· you' 11 certainly be 
a I I owed to make them. 

I w i I I begin •.. We;.\!}:. st~r:.t ex9ct I y. where you, for some reason, have 
decided to questiC>n s9mettr,l'{:J;r19,. f,n\)'oi:tr(.statem~nt~ · I think. ·. Is there any 
chance that the cred I bi I ity of fhat•statement is wrong? 

COMMISSIONER MURPHY: · Are you referring now to the last paragraph? 
ASSEMBLYMAN ,ADUBATQ.;, Y~.s, sir. Did you check this out before you 

printed itanddistributed'if 9s apofficlal document? 
COMMISSIONER MURPHY: This information was given to my staff by our 

Washington office~ 
ASSEMBLYMAN ADUBATQ: Well, 11 11 repeat it again, sir, for clarity. 

Before you made this part of the pub I i c record, which it Is now, d Id you or 
any member of your·statf at.8ny.tfme.check the Congressional Record to see if 
it was accurate? · 

· C0MMISSIONERMURPHY:•·· .. We.djd not. We accepted the statement of our 
Washington office. 

ASSEMBLYMAN ADUBATO: · Al I .right. I don't know if people heard 
that. Can you hear th Is? . 

You accepted the. Wast)lngton office documentation. You and the 
members of your staff did not check the Congressional Record. 

COMMISSIONER MURPHY: We did not. 
· ASSEMBLYMAN ADUBATO: 'Wei 1,/ I did, and 1 · wou Id I I .ke to share that· 

information with you; and, I checked the Congressional Record months ago-
months ago. But, for, tf"lc>Se,p~e>pl e .. c,Who dooot h,cive the benef It of this copy, 
·' am directing .si;qtf J)0'1' t9 have;"prip,te~t.yP in. Its .entirety-... right now, as 
we're talking,30cqpiist91:>.eg,I~ffiJ>ute9Jo 9nyp9rson w.ho is interested in 
see Ing l t. I d .1 rect st1;1 ff toJq,9,"ftj•qt }:~111ed I a't~Jy. .··. . .· · · 

Going through ;this, ?If). J ~IYl going, to r,ead. it for the publ le 
record. This is now :an otftcJa f d9cument from the insurance Comm I ss I oner of 

th Is state lh is is k'~1tiifeJY,,;f?1;op~~ed\FJde c.;':i: 6;:fu:tjJqil~o:P9rceern ing, Medi care 

een.ef I ts· •r.In~(~f i~lf ~jij;,[:::tlf:jf ~/\Jt~~jITjf~t~t~} f.{~~~:~agemOnt) 
f I r5t became awar.e thci;t< t~~ H~fl.:i;b ;9cire flnanc Ing Adm in i stra.t I on has proposed· 
a regu I at ion .. to · Jmpl~ir1~1;1J K$~.~~i::)PPrj:"ion. qf S(;;!ctjon 953 of the Omni bus 

··Reconcl.llation Act·•o.t l9~q, :whlc::b would excludEl Medicare payments where 
pc3yment. Can eas 11 y; be ~xpeptrg to be mcide under an automob I I e or I iabJ Ii ty 

· insurance pol icy or uri,der,i:No~Raut'it:c. insurance •. This proposed regulation was 
first published lritheFederal Register on May 17, 1982. 11 · 

I am now going to go away from the official documeht<and deal with 
the first p~ragraph. It is a statement, assumed by you,Comrnissioner, that 
yqur Department became aware of these changes In ear I y June of 1982. I want. 
these statements to go qu:t. tq th~ pub I I c. .· Any member of the media who want 
them-- And· I also want these(•I$t~tements, the 120 of them, given immediately 
to every Senator, every,Assemblyman, an.d to the Governor as soon as possible. 

If this is correct, sir, you state t.hat in June. 1982 you first 
became aware of th s regul at i'on • Is that a fair statement? 

COMMISIS ONER MURPHY: That I~ what it says. 
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A$$EMBL.YMAN ADUBATO: Thank you, I Just, .wanted to make sure I was 
reiading itright •.. Frorn June 1982 until today-- Today is May2-- Sq, from 
June 1982 t:intl .I May 2; 1983; wou Id you be kind enough to show <one word of 
t-t'd .$ cnange and irnpact dri over 300,000 sen I or cit I zens ot th.is State that you 
had made t0 th~ p1.,1ol le, the peop I e of Ne .. w Jersey. 

. <;:OMMtS$10Nt:R MURPHY: Wei I, al I . I cart say is that Exhibit E.:..1 
speaks for itself. It outl Ines the .activities of our Department. · 

AS$1::MBLYMAN ADUBATO: .1 rea I I ze that, s:i r, and What I am ask Ing you 
is, have you ever.issued a press. re lease, te 11 ing the people. of this State 
c;1bout the Change of behefits and how they are goi.ng to be affected?.·· 

. COMM 1.SS I dr-,JER MURPHY f I have ribt Issued a press re I ec;1se on that. 
ASSEMBLYMAN ADUBAio:· You have never issued a press release. Have 

you ever had-.. ... 
COMM I SS I ONER MURPHY: But-- , . 
ASSEMBLYMAN ADUBATO: Forgive me, sir.. Have you ever given an 

interview since you have be.er1 the Commissloner?. know that is ridiculous; 
you've given many interviews. But, In addition to a11· the press rele.aSes 
that you hav~ issued, and I have a copy of every one; with the good 
cooperation elf yo4r off icE3, in any ln.terveiw that you have even given since 
you became the Commlssloner·ot this State, hc1~e you ever meritloned the impact 
ot these changes on th$ pedple ot the State of• New Jersey? 

COMMISSIONER MURPHY: I have not given an interview on that 
subject, nor haVe I Issued ptess releases. Sut, i.f I may, Mr.: Chairman-

ASSEMBLYMAN ADUBATO: . Al I right. . Ii m sorry, go right ahead• 
CQMMISSiONER MURPHY: I think you wl 11 note, as you have, in 

Ex.h I bit E-t, w,e have discussed tht s matter w I th I eg is I at Ive representatives 
of sen tor C itizet'is, nam.e,t'y the; Arner I.can. Assoc iatl on of Retl red ·People. 

AS$E'.M$lYM~~: AOUBATO: 11 m going to, get to that, sir. I am going to 
be totally terr~ If NOD kant, fl~f llsteh. 

CQMMi1$SJONE:R MURPHY: We had n6 press releas.e on It~ 
ASSE~BILYMAN< ADtlBAIO': There was no press re lease. 
COMMii$S WNISR MURPHY: And, our act iv t,ty Is out+ i ned in this 

sta·teroent •. 
A~I$EME3J •. 'tMAt,· AD.UBAIO: And, there has · be·en n'o 

Sir, our records indicate 
was, the 60 days for pubf ic 

statement i n any 
that from May 17, 
comment,-- Do you 

H:itec-..dew tha•t y0u have given·. 
l98:2.untid: July, 116 1 1:9'ff2~ Which 
i;l,@,rree, wd•th fho.se, t i:me frames? 

· COMMiJS,$d,ONf.;:IRl MURf?IHiY: They are what they are; they 1'.re a matter of 
record:. W,e resp:ormded w l!th,i n the tf:me frame·~ . • 

ASSEMB::t:, YMANi AOIYBATO•: Yes, sJr, I tea I i ;20 tt'ia,t you ssnt a• retter on 
J:u.ti l6;, t•f!ls, lias:+ day~ ·I ha,v1e fh,at; s·ir. 11:ve aliSO spoken to 'people i,n, the 

c.Se¢rr$i:li'•arr:y~.1> off tee,. · 
t; w;0u1J:di llke. to~ a,sk ycou, sir, for accuracy,. fhat it Is nelwhere 

t"a.<;:or:de,d outs .. i;.de· of the, exhib:lts yo•u .show th?it the ,peoPle· of this State were 
ev.e.r:- g. i, ven1 an,y; 1»u:b+ i c i rt format I 011' b•y1 your o H ice~ w,haf Ii mean, by pub+ i c Is 
s.l,11:rljiJ.e,:..-- tt:n;irt, trrom, May l6, o.r Ma•y 17, 1'98;2' unt 11 J.udy. lfr.,. 198'.3, your office 
is.sued: 1'5 ~,ress, rre·l1ea,s,es-:-- 1"5:.1 . In every one of tho!$e press re l'ease5,,. w•nether 
iH!18,)f taJike.d aoomtt a11!J,tomo,M,Fe i,m.surc;1f1Ce: re,for-m 6·r another i:ss•ue., .. did you ever 

. tlil/1.'i\\,k .. yoilh had; a,mi. opportti11d,-i,y to ma:ybe .add a se•fi,tence, or. two? Did you. th lhk 
Wt W;il:s, iir'nW<1wtao,t orr not i:rnportant to add' a ser,.ter:\ce, or two· a:oout the: changes 

'1tfu•,i;Vf yOl!,l.l ai<;1m,ltii' to,. ~now.fo,g, abotrt shnce1 Ju,ne, of 1982? Ob: you think that was 
ifmp,.owt~rvt1: • ·. ., · · · · · 

COMM:liSS,f©NltfR' MURPl+IY:,. I lterf. Thi:irt wha,t out' Department did: was 
~illifiti,.C>i!ernr:tr uJiideit a,kli fheH:::frcUrnstances•., As outlined; i:n that memorandum, we 
advi.sed: o.u,r Wa)s,h.Jirf,e;r:tom C>iff:Tce of' .tJll,Fs i;ssue;: the't were fam I I i,ar: with It •. 
Rre~.un,.a;b>l:y,,, thew w,ouJd, n·o.ti.fy our ,Cotigresslonal del'egati!Ori•.· Whether they di·d 
0rr not, 1. dpn,.1,11 !?in.ow,,. b:ut 1:. c;1:ssume they d id. 
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ASSEMBLYMAN ADUBATO: Is there any· reason, Commissioner-- Forgive 
me, is there any reason why you didn't know. about this before May 17, when 
the time for official comment began? Your statement says that you did not 
know about this uritl I early June of 1982. The time for publ le comment began 
on May 17 of 1982. Now, I'm just trying to find out If there Is any reason 
why your off Ice did not know about th Is before May 17, 1982. 

COMMISSIONER MURPHY: Our off Ice does not regu I ar I y read the 
Federal Register. 

ASSEMBLYMAN ADUBATO: 
Federal Register. Thank you, sir. 
you. 

Your off Ice does not regu I ar I y read tlie 
I I I I accept that. · In. fact, I agree w I th 

Sir, how did the Governor find out about these changes? Do you 
know? 

COMM I SS I ONER MURPHY: I rea I I y don I t. know precise I y how he found 
out about them. I know that in connection with the action he took earlier, 
rea 11 y I ast month, J n d I rect Ing the Attorney Genera I to see it, I had brought 
it to his attention. 

ASSEMBLYMAN ADUBATO: The action he took last week, which was last 
month, sir? Is that what we are talking about, the April 28 action? 

COMMISSIONER MURPHY: We I I , I actua 11 y brought that to the 
attention of the Governor's Office and the Attorney General's Office. 

ASSEMBLYMAN ADUBATO: When was that, sir? That is what I am trying 
to find out. When was that, sir? 

COMMISSIONER MURPHY: Beginning probably six months ago. I'd have 
to refresh my notes; I can't answer that specifically. · 

ASSEMBLYMAN ADUBATO: Wei I, with something of this magnitude, 
wou I dn I t you keep some kind of a wr I tten document a I so? I sn I t there any 
written document that, I wou Id assume-- I mean, I I m just trying to I earn, 
Comm i ss I oner. I rea I I y. want to I earn how you . cominun i. cate with the Governor I s ' 
Office. Was if verbally or was it in a .written memo? 

COMMISSIONER MURPHY:·· I would have to look at my ti le on that. 
That was not one of the questions asked in your letter. 

ASSEMBLYMAN ADUBATO: I peg to d I ffer, s Ir. 
COMMI SSlONER. MURPHY: You a$ke,d about what our activities were In 

that. 
ASSEMBLYMAN AD.UBATO: Yes, sir, that Is exactly-- I wl.II be kind 

enough to read the statement, If you like. 
COMM I SS !ONER MURPHY: No, you asked about our actlvl ti es. 
ASSEMBLYMAN ADUBATO: Okay. 
COMMISSIONER MURPHY: And, our activities are as outlined in the 

exhibit. Discussions with the Governor's Office are routine. I.did discuss 
possible legislative approaches to this problem with Ken Mer in. They didn't 
seem teas i b I e at the ti me. I th Ink you have to remember a I so that no 
definitive action had been taken by us unti I we actually had a final 
regulation release, and. as sbon as that was done, we moved in respect to 
I itigatlon. 

As to the other aspects of It, d~rlng the pending stage, as Exhibit 
1 shows, our Washington office advised me that there was not much interest or 
support to a kll I Ing of the proposed resolution. 

You see, the organization representing the retin~d people is a 
national organization, and they were ambivalent about this, according to our 
contacts with them. Their main--

ASSEMBLYMAN ADUBATO: Forgive me for int,Jrrupting you, 
Commissioner, I don't mean to. I appreciate your response, and I want to you 
continue, but for clarification, when you say they were ambivalent, are you 
saying they w~re not interested In objecting? 

COMMISSIONER MURPHY: Yes. 

21 



ASSEM[SLYMAN ADUBATO: lh$y were not interested. 
COMMf$SIONER MURPHY: They apparently were not. 
ASSEMBL.YMAN ADUBATO: · All right, and we're ti;1Lklng about AARP, 

{3en i or cit I tens·• 
-.. · ,'ir 

QOMMtS.SIONER MURPHY: American Association ot··Retlred People. 
A$$t~l3LYMAN ADUBATO: I know who they .are; this ·Ls for the record. 

po yc:iu have a letter from them say Ing they were not interested? · 
COMMl;SSIONER . MURPHY: ·.· Nb, . this Is based upon telephone 

¢onversatio11s ~etween members of my staff t:1n.d their staff. 
ASStfl:1BLYMAN ADUBATO: Oh, so there is not wr i.tten rec~rd of any 

retireo .person{i.n thlsState, to the best of my knowledge, telling.you or.any 
member o t. yotJ r' stat f t·hi;I t they were not outrt:1ged over the fact that because 
Of these ohan~es thc:it they learned about through a joint. press conference 
thijjt W/;1$ held by the Committee on 'Aging and the Banking and Insurance 
Committee, baCi;IUSe ourdocumentatlon shows that there ~as the on I y report 
that went out to the med.I a on this issue prior to Apr i I 28 when the Governor 
di9¢ideq to sue, which is great.> Bµt, I. always thought suing was the last 
thing we did• .But, fh1:1t is his prE:lrogative. . .. . . 

. Up until that time, the people of this State, th.e 300,000 senior 
citizens, got their information from other press releases. So, what I am 
ask 1119 yotJ, Gc;imm I $S 1ioner, is who did you speak to? Do you have a name of a 
Person whoyou·spoke to? 

GOMM l SS I ONER. MURPHY : 
. organ izatlon,., 

ASSEMBLYMAN ADUBAlO: 
coMM' ss I ONER MURPHY= 
ASSEMBLYMAN AOUBATO: 
COMMlSS !ONER MURPHY: 

He ls slttlngright behind me;· 
ASS'!;:MSL YMAN AOUSATO: 

have alr~ady d~ne. 
Mr • S'humake ...... 

I qi dn I t make the phone ca 11 to the AARP 

Oh, 1 ml sunder stood you. 
I st:1ld on~ of my staff did. 
Who on your staff made the phon.e c.a I I? 
1 thihk Morgan Shumake, but I would ask him. 

11 11 ask him 'if he dld itor not. 
I wi II be happy to talk to Morgan, which 

ASS~~Bl,.YMAN ADUIMlO: Let the record show--.. 
COMM:tSSJONER MURPHY: (continuing> affirmed that he is th.e one who 

.had t 1he discus•sion, and he .Is available for you. 
.. . ASS'EMBL.YMAN AIJUBATO: Absolutely. Commissioner, I .hope .we are not 
1U:ps·ett'ing yqu, beliE:lve me. I don't want to upset you.. You kno.w,. we. are a·I I 
1relaxe¢1, and we're here to help .• 
{ A'SS:EMl3l.YMAN OEVER'IN: Fie loo:ks nice and relaxed, a,nd we're glad 
.You're her:e• 'O.)mmissi.oner, I have just on,e question .• Is that the only 
,,sen .i or c ilt ii t:erii group your agency ta 1 :ks to w,hen there Is a senior c it I zen 
J~'rOb)I em? 

·.ASSBMSLYMAN· ;A.DHBATO: W i I :1 y,ou speak a I i tt I e !louder, Assemb I yman, 

ASSEMBLYMAN DEVERlN : I s the AARP the on I y g.rou p you ta I k to when 
,1':tte,re 'is a 1p1rnt,,1,ern? .· .. That . Is G gro\;l,p w4io. i $ based ln Washington; Lt i $ a J jne 
;9i"1©\Jl:j)> of p,eopilre.. a 1111 s member of their sp ln.,off groL;Jp, Al:M,, so I. know their· 
<w~rR,. They ar1e r:e,an Y not that connected w:ith t'he problems of each state 
find iv,id'lila'.1:1 y,, 'and I am ,concer.ned t:hat you haven I t. ta I ,ke,d to the Senior 

}CilW:i ~•er,is 'Qpn;g;rie•ss of New Jersey or someone J lke. that .w'ho wou Id probably give 
yoy a :pett,er .. t:n;p,ut ,into th~ pr0:b,l·em than they would there •. · 

i()OMM:l'SSl'C);NIBR MURPH¥: . J ,gtiess y,01:1 haven't had the opportunHy to 
,reao tli:i s fill I J ,exhci:bi t., beceuse ln 1t:here we refer to the ·fa:ct that :we d t.d 
\ha•q;e ,c}onv,e.r:sat,hons ,w,ith t'tire lco;c.a,1 grou.p. The point that·yo:u make .is--

. 1A$Si1£MBl(¥IWMN A0lJffi,ATO : . 'E1><cuse me, ,Cbmm J ss I one.r,, I read i t fu I I y 
1severa,1 tilmes,, ar1'CI. ii' :Pl he happy to he'lp the Assemblyman If You don't rnlnd. 

(!OMM l 5$1 ONER 'MURPHY : Okay • 
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ASSEMBLYMAN ADUBATO: There Is no local. senior citizens group, In 
writing, who responded saying that they did not care about the Implementation 
of these changes~ If you can show me that, 11 11 stand corrected. 

COMMISSIONER MURPHY: · No. 
ASSEMBLYMAN AOUBATO: Pardon me, sir? 
COMMISSIONER MURPHY: I was looking at these exhibits. Wi II you 

restate that? 
ASSEMBLYMAN ADUBATO: said, and I 1 1 I be happy to restate 

everything two or three ti mes-- said the Assemb I yman was correct when he 
said that no local senior citizens' group which Is not part of an industry 
said one word in writing, pro or con to you, about the implementation of 
these changes, because I submit to you, they were not aware. I would stand 
corrected if you cou Id show me anywhere in this exhibit where you got one 
word, one telephone cal I, or one letter from one of over 300,000 senior 
citizens in this State, who are going to receive a drastic rate increase over 
these changes If they are allowed to go into effect. That was the question. 
Now, did you say that you do have a letter from them? 

COMMISSIONER MURPHY: I didn't say I had a letter at alt. I was 
directing Mr. Deverin 1s attention to that part of the exhibit which states 
that in mid-July, 1982, as part of a meeting on unrelated matter, this 
proposed change was discussed with the New Jersey Chapter of the American 
Association of Retired Persons through their--

ASSESMBLYMAN DEVERIN: Again, Commissioner, that is a great group, 
and I am a part of their group. I am part of their AIM, which is Action in 
Maturity, of which I'm not part of maturity, but Just part of the other part 
of it. 

I am concerned that there are so many local New Jersey seniors. 
There is a Senior Citizens Congress, a Federation of Senior Citizens-- those 
peop I e wou Id rea I I y put a better Input into a prob I em in our own State, 
rather than the Association· of Retired people, whose main concern is 
nationwide, and would not have the input. They would not have the input to 
put into your office that the local senior citizens, or statewide senior 
~itizens would. · 

11 m surprised with this prob (em that none of us, including your 
office, has talked to a local, statewide senior citizen group when there ~re 
so many of them-- not a chapter from Washington, a I oca I senior citizen grc?UP 
that there are so many of. 

COMMISSIONER MURPHY: Mr. Deverln, we confined our discussions both 
at the national and local levels. 

ASSEMBLYMAN ADUBATO: accept that, sir; that is exactly what 
happened, and I accept that-- that the people of this State were never 
informed by your office. The Publ le Advocate 1 s Office was never informed by 
your office, not one of the 80 Assemblymen was informed by your office, not 
one of the 40 Senators was informed by your office, and it is unclear as to 
whether the Ch I ef Executive Officer of this State was in formed or not. I I I I 
accept that as being unclear. Certainly, not one senior citizen in the 
entire State of New Jersey can be brought here today, Wednesday, or next 
month to testify that he was made aware and he said he was not interested in 
fighting against those increases. Now, that is a fact, and you perceive, if 
I am correct, sir, in that that conduct by you and your office is to be 
totally acceptable to this Committee and to the people of this State. Is 
that a fair statement? · 

COMMISSIONER MURPHY: The latter part of ·your statement I didn't 
quite understand. All I can say is --

ASSEMBLYMAN ADUBATO: May I rephrase it, sir? 
COMMISSIONER MURPHY: Sure. 
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,: ,,.,,,: ... : ·rJ}:;,,,>, ,•.i.,. •1.(· :,-,-,:-: ,., . ·- .· .. - . ' 

·'. < .· . A'SSE;MBt_Y~fliNi JliDUBATO: .. Are we say'i ng fhat your conduct. and. the 
!Seb'p fe' 8h y'oi:J'l s+aH Ur ndf 1fo+Hy fng· any one of those errHtfes about these 
a,~·nge'~'--" Afe· y'oU :ayifig: fh·af thaf acti6n r~ the kind bf 9n actior'r .that your 
,DEip'a'rfiWE'l"rjif rs expecfed -fo do' ali'd to rnake? l'n other words, you have rid 
/regfs'fs· a66af._ ff bein'g hafrdfed that way?' 

bOMM1§Si1(jf.J'.1:R MURP'HY: 1· feef thaf our acf1on in this matter was 
f'. ,;},_ , , I_ c ~(- '< •, , ,, • ,: , • (, , ' •, • 1 ' 

whb 11 y respon's i ve. .. 
1 fi!·sstMEiLYM'AN kdsco: Mr • ch·a i rman? 

A'SSE~Bl'f'M'AN AbtJBATd: Assemblyma'tr Kosco, do you have a question? 
s8 f tgkt ~i,eaiff.; . . . . 

· ASSE~BttMAN' KOSCO: Before you merit i c;msd that. you had discussE!d 
f~•rt~·fn atff)dns friaf yo~ ),right take wlfh, I' believe you said Ken Mer in. "'"-

C0f.1MISSIPNE:R MURPH'Y: Yes. . . 
ASSE"1B'LYMAN KOSCO: And··fhaf you .did not find. any appropriate 

a~tion td fake. a+ +Hat fim~. C'ah y6u 9 i ve us an idea of some of the things 
fi,Jf y9h dlst:t.l'is~d and why you fe It ttiere was no reason to take any kind of 
•actiord · 

COMMISSIONER MURPHY: One of the problems was, how we could perhaps 
chri'&fid+he iaw,so as tb esca'pe fheimpact bf this regulation on our senior 
cltii:ed§., ,tt\~re are niany problems Involved in' attempting to avoid the 
regu i af I or\ 9r ff;e I ii\p'acf df the regul' at I on. 
! '' .• '.· dne &f the ones fhaf pe~naps would have . gotten' us home free wou Id 
.be to have provided PIP protect I on for our o Ider citizens ouf of the. cas I ho 
9~mblih~ for\d§. 

ASSEMBLYMAN Aou'BATO: Excuse me for interrupting you sir, 
ap'oldgiztl~. I wa~t .. +o give everyo·ne.al I ·',fhe lfJeway necessary to offer 
'1:,~glslatib'h t6/ this body, and We are certainly going to consider that later 
on. · 

I wdbld respectfully, ask fhe ConinHssi6ner and the people who are 
· tJ1ing t'o +esflfy, as we 11 as the Assemh lymen-- not that you have not asked 

th'e R~Oper qhesridn~- fo p I ease, I E!t I s . I rmi t this phase. 1he're w i I I be other 
;phases';;, Li~H 4-·t\is phase to ho'w the peopie of New Jersey, which I accused 
Hte Con'lri\iss·ldr'l'er'is oHlce p9J5tlclyof falling to do In the resolution that, 
Sath 'you cH\a .... 1,sp6risore?, thaf passed ur,animoosly In tf)e As'sembly--.Wher,e 

. t't,is •~Wt,ife Le"'gis.iertur'e accuses you; Comr'hlssloner, and your staff, publ lcly, 
M.No+.fntdrmrnigthepeo·pte of this State of the Impact of the changes in the 
n'e:w Me"d i cai"~ f ii, +es. 

)l;s:sff.!\BLYMAN 1fos:co: Wei I, that is what we were discussing when you 
'saT~ '{do hl!!'6 s·p•oken to K@h 'Meri n about it. 

).:ss:E~BLYMAN ADUBATO: 6h yes,< s Ir, go rJ ght ahead. 
Agst~BL"r'MAN KOSCO: ·, That ls why I'm asking what the procedure--

' '• ' co~·, ss !ONER MURPHY: I was abdut to suggest that Ohe of the 
~'I fE'irh'~tfveis fhat We had d I scuss~d to ave j d the I mpatt of the theh-.--

· ... ,·' ', . ' '' ASSE'.MBLYMAN KdSCb: ' Kb, I'm hot talk Ing about that.', I'm ta I kl ng 
about fhe 'wa'y of nofl fy Ing and ma.k I n·g re leases to ·what was happen Ing, atld you 
'sa i'd that 'you had Ai'scu'~sed fhaf pr6cedhr-e t-ri th;.;-

. Cd~;I s~ I dNER MURPHY: No, I d I scu ssed w Ith Keri 'Mer In ·some poss ib I e 
'{'13~c1·s\i'a~fv~ at'tldh, ;\i/hi c'h wol.11 d ciVdl d the impact bf 'th i's. Feder a I regu I at ion, 
i3nd·tn'ey d:ia hot prdve to 'be feastb'1e. !ill give you the details of them if 

:ybu ·w'ish'. ,., ·., ·.· . ,. ·•, ...... . . . . . . . . . 
.. . ·. ·.. .. ASSEMBLYMAN KOSCO: Part Of your discuss ion wash 1 t to do wlth 

·t65ffimur{i<:at i ~ffs !6r. i h'toririi ri9 'the genera I pub I I c---
. dofi.1M·fSSIONER MURPHY: No we didn't •deal"".:.. RE!r'hember, 'this is .,,,. ,;,, .,.,, ' ,,., ; ., ' ' . ' .. ' " ' ' ', , ' ' ' 

Fetleral ·matter·,,,aiid W·e have Feder-a I representatives. 
. . ..... ASStMBLYMAN KOSCO: Which we have a I lat son with them, sb we could 
'~hso discus's it with them. 

COMfvl ISSI ONER MURPHY: We I I , presuma b I y, that--

24 



ASSEMBLYMAN KOSCO: (coht.i,nu ing) We cou I d d i scu ss it w I th our 
I I ason peop I e i h Washington. 

COMM ISSI ONE'.R MURPHY: I don I t know to what extent there was a I ast 
onehetween Feder;::il ,:inrl State legl~latlon. I'm not knowledqeable about that, 

. bul ll;or hilul1I·•···· . 

ASSEMBLYMAN KOSCO: We have an off Ice In Washington. 
COMMISSIONER MURPHY: had notlfl-ed our Washington office 

completely of It, and they were knowledgeable of It~ They advised us, again, 
as we point out ·In this exhibit, that there was not much prospect of change. 

ASSEMBLYMAN KELLY: What legislation? 
ASSEMBLYMAN ADUBATO: Excuse me, want you ·. to feel free. 

Assemblyman Kelly, go right ahead •. 
. ASSEMBLYMAN KELLY: What leg Is I at Ion are you ta I king about? Pm 

gettln9 a I lttle confused here. What- legislation are you talking about? 
COMMISSIONER MURPHY: I'm sorry, maybe it isa·I lttle confusing. 
ASSEMBLYMAN ADUBATO: May I respectfully, Gol)1missloner, try to 

help? 
On December 17, 1980, _there was an act passed in Congress cal l_ed 

the Omnibus Reconcl I iation Act. That Act was an $8.5 bl 11 ion revenue act. 
The Act was amended in the Ways and Means Conferen_ce Committee, and what· I 
call a sleeper provision was added to that $8.5 bll~lon appropriation. 

That prov Is I on sa Id-- and I have the . ent I re record here. J f you 
_ would I Ike to look at it, 'feel· free to do so.. It wl 11 certainly go into the 
record. That Act· said that Medi care w I I I no I onger be cons! dered as a 
primary coverage for senior citizens or anybody else who qua I ifles for 
Medi care payments-- that auto insurance w i I I be the primary. ·· 

- I would I Ike to at thJs time, with your permission~ share with the 
Committee and the pub I ic what happened. In New Jersey, when .we changed to a 
no-fau It State under Governor .Cah 111 and the good offices of Speaker Thomas 

· Kean, w_ho l.s now the Governor, in 1973 we created a system, among other 
.things, that provided uhlimlte_d rnedlcal_coverage If you were involved in an 
automobile accident. From 1973 until 1977, In the-.State of>New Jersey, 
senior citizens paid a premium tor a benefit they could not receive-- for 
four years. · · 

The lnsuranc;:e industry of this State-- In· December of 1977, New 
York also changed their laws that way. for four years there, senior citizens 
paid _the· insurance Industry of New York a premium for a benefit they would 
never receive. . .... '_.·. . • ..... 

In the State of Pennsylvania, the people have always paid a premium 
on a benefit they cou Id never race Ive. Let me exp Iain that •. From 1973 unt 11 
1977, the full premium for PIP was charged to senior citizens in spite of the 

' fact that Medicare wou Id p I ck up, _· as a primary carrier, - not · the Ir auto 
insurance premium. Asa res.ult of otherpeople,_as well as.myself and Philip 
Stern, who was then the actuary In the State of New Jersey, we were 
successfu) with others who are sitting In· this room fro~ the Pub! ic 
Advocate 1 s office, in getting that changed and having the premium for PIP for 
senior citizens cut in half. So, from 1977 unti I now., sehior citizens have 
been paying the right rate for their PIP coverage. 

_ What this Act said was, according to-- 11 11 jump to the offl_clal 
press release dated Tuesday, April 5, 1983 from the U.S. Department-of Healtl1 
and Human Serv Ices, and I wou Id I I l<,e to read just· the f Ir-st sentence: · 

. . 11Medicare has been duplicating payments for services covered ·by 
automobile liability and·employer group health insurance plans long enough~" 
Health and Human Services Secretary, Margaret Heckler said today. ._ 

· When I spoke to John Cottre 11, who Is the ,press person, and · 
explained to hJm that in New Jersey,.slnce 1977 we have not beeri.~uplicating 
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th!;;! C(),$ts, hEl s.qiq h1:i W©S not awc!re of fhat, and l)o didn't .think t.hat the 
~~c;rElterYivms gW1:lr'El ~ .· r!e asked me to wr I te her a I etter. L want you to know 
thpt we h?J¥El sent telegrams to the President of .thf3 United States, and to 
~vElry rnemper Pf tt1e NE:!W .Yorkr New JElf!:iey, 1:lrJd Pennsy I van i i:l CongressJon.i::1I and 

· ~.en1:3te dele.gc!tiPns, i;lnd .to the Governors of those stcites, aswel I, some time· 
~~O! . l he!¥~ t!'lEl gates here.;. cir)d .I WQlJ Id be happy Jo share them with you-.,. 
nptjfying them of ~hcit was gqing pn. Unfortqnately, when theChpirmqn found 
oyt aboµt Whgt;.WclS hi:ippenJng ln SE!ptember ,of 1982, cinc:l I admit that I did not 
!<now of these ~hi9nges unti I SE)ptember of 1982. ·. My sources in 'vvash lngton who 
;wern i rrten:i$ted In the rc1te reduct j on tor senior cft.J zens mandated by 
Assemlrly E3L!l 1(596, they alertEld me to the fact thcitwhiJe thcit legislation 
ll11:l.rtdqted 1;:1 ~pst reqyc;t ipn fqr. SEln ior c I tlzens, it wou Id be more than wiped 
out when this Act went lntp effElct, .because of the increase · in the PIP 
kemi .. µ~, whiPh. was dolJblE!.Qo .. . . . .. . 

. As a+res.utt of th9t jnformqtlon, I spoke to f'lvery lobbyist in this 
rpqlll reprE!SE:lptlri g every comp~ ny in th I s StqtEl fha t I (;OlJ l d human ly speak to, 
funq qpt pne JobbyJst from' 9ne company <'.!cknowledged knowing abou.t these 
ch!:lngii3$~ .. l sppke to the Vic~ Pre9 io.eot of Sti:lte Farm ... - the Regional Vice 
~rei-=dqent of pt9t!3- fqrm,...,. I Ccl I led t:dm 0n the phone and asked h Im J.f he .knew 

. pf thei;;e chc1nges, pnd he S\:li d he wa.s no.t aware of qny of these chonges. I 
spoke tc;, the Vice PresldElJ'lts 0f PrugE!ntial qnd Al I state, c;1nd they sal.d that 
they were 1119t c\!Wl:ilre c;,J these .changes. · 
.. ·. . ~(), lt j s obyious to mEl that many people were not aware of these 
phanges. ~hen, frq.m q chrqnplqgic1:3I. polnt of view, I stood at t.hpt desk' in 
Oc;tqber ·oJ J~~f~ Qr'ld stqoo on a p.g;i nt 9f person qi pri vi Lege .~nd informed the 
9ntireAssem1!clly Gf ~th<'.!.twas h.c!PP,ening, unfortunately, tor.some r.eason, I .Wi;J.s 
,i;Ji')S•!)CCessful tm_geftir:ig any media .. ,.,. cHlY mE3dla, to print one s.entence, one 
phra.se· c11Doµt th,o.se.· ch9nges! .. So,. l. m.ust c1drnl.t., they a I SQ .n;iµst h.;ive felt thcit 
'it Wi:IS n9tn:ew~)"qrthyrbec::atisethey c:ertainly didn't tell anybody about th.at~ 
And, I dqn 1 t qwn a1r1y r'1!3wspaper:s yet. 

. Whi;!t;)ia:ppEiJ,ned w9s, thc1t in. rny anger, my indignation, at the people 
Q;f Jfr:hiis $tate not b~:ing •Qlc!dii3 <'.!~are of these ch<'.!ngElS,, I asked to hold the 
seco;hdpr,es,sc;i10:t11f.!3;rence.l•veever held slM:¢e l'vebeE?n inoHice in a Joint 
inee-t..I,n,g witb tJ:t!:J Cpmtnitt,ee on Agin{:j, whi.ch is h.eaqEl.d by Assemblyman 
RaJ1;1rn'i,tl, . A":t: t•hat meettn,g,. ancl at the reportlng of. rhe Star Led9er and 
other neVJs,papers, for the flrst time .in the. State of NElw J!3rsey, the people 
·were> ln fGrmed <;l'PPVT t'h,e$.e c!;ia;n;ges ~ . I .cha I l e.nge a:nyqne Ln tt;, i S room or 
9J;ttstqe thl$. rppm to pr9d.1Joe. one statement, either in any cnewsPi:IPer, . any 
ha.dip •show, 9r·ai8Y televl$;1on br0.adca$t, ·alerting the pe,ople <>f t,hts State t.o 
these .9,hc!n:ge$, •l;:>ei:.ayse I h.ave 13>.e.e,n LJnsuocessfuJ In f.t.nd in.g them. Now, maybe 
;whey just •clld:o't ttdnk it was Jmportant enou.gh~ 
· •..... ·. ··. ·.·. This, t {(lU;St s.ayto ,yo.1,J,. 's datE3q .WednE3sdc1.y, /,\;pOI 6, 1983, the day 
p~te,r t,he :he?lrlngs, ii g•l;J.~ss~ .· W,e hc1ve other artJoles herEl frpm .ne Asbury 
'P<';l;r:,k pness that 9Q back way he fore that .. .,, by Ann Hnenof f · fro.m "(he Ashury .Pqr.k 
;pr:ess s,1:iYling hqw. l have been try I fl!!! to .. .;i Jert people for s.everal months, an·d 
8\0 ·~hie S•ee~s to thrlnk. It,. i. s important empugh t•o talk ahol,J,i;. 
~· . . . .··.. . Th~re .. are .quotes. •I n . here fFCi>ITI d i ffEl.re.r;i.t .p:eop Le, ·i nci1 udlng the 
·~p.<:>'kf::!Sm9fl fc:,,r. 1'chte llilSHl".'ar,tce (),e,p1;1rtrnent ,wt;ip, \'!hen he f,0und out tl:lat J did not 
·,leann 'c!•b.Q,llt .. thes .. e. ·c;::h\:lrlges unti I Se,ptember, saJd, 'Mvly goodness, .. he•'.s an 

• ~X:P,er:-t; ·. he $:hoµI d .have 1.<n.0.wn.••·abqut. tbls. 11 ·. Nq.w, whethEJr. o.r ,!'lot. he $a:i.d . it, . I 
~.9:n•1 t know,~.· :bot. iti Js JrJ fhEJse st1;1tements •. And, m9ybe. I ... shq1u Ld b9ve •.. known 

.<jltqou;t jt"• Ja.ppJogJZe.tq;t,he .seve.r;1c.lF:1\99!'le,-,halt ml+Jion p.eotle of this State 
· · f:or ,IJ9t 'k,@owlng ?l~ouf 'i .t •• £3yt,. 1 stll •I d(!)nJ t .u;nder·stattd bow the Lnsuranc.e 

·~ep1:1.prnrneni :t l<irnp~)ng about it dldn 't tetJ c!J:lY:QO<ly. 
, . · ·. ·. · .·•··•·· ·· ··. iMr~ . l;lo9,per 1 s stcrtement,s an;d. fhose statements, . I must say, from 
,Nal\1(>¥ Bhethf::!n.-- I . hop.e I am pronound ng her name r l.ght -- from tl:le l.nsurance 
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News Service, and I hope she fs going to testify. When I asked Ms. Blattln 
if she was aware, and I think they represent 19· insurance companies, and they 
are · ca I I ed the Insurance News Serv Ice'.""- When I asked her~ she sa Id she knew 
notli Ing about It •. · If she wbu Id' 11 ke to counteract that, or say I i m .. 
misquoting, she's has an opportunity to come here and correct me. 11 11 
~lsten. · · · · 

· .. I accuse this whole incident of being slmi lar .to Watergate in that 
. it was a cover-up. 11 m not saying It was done intentionally or with malice; 

I am not· saying tha.t anyone did this with mal lclousness. What I am saying,•· 
le.t the record speak, If this Is the·· way we communicate, I think 1.t leaves 
something to be desired. 

· The Governor of this State took an action. We can't .fJnd out how 
he found out about this. I 1m glad he took the action, because I have been 
ta I king to Senator Far I ey from New York, which you may or may not know, 
Commissioner.;.- Senator Farley is a Republican Se.nator who is. the Cha.lrman on 
Aging.· I would I Ike to share with my. col ieagues and .you,. Commlssl·oner, 
before I get Into paragraph two what I thought was the res pons I bi 11 ty of an 
elected official in sharing accurate data with the people of New Jersey and 
the other states. . · 

· When · I spoke · to the peop I e In Pennsy I van I a~ they had no know I edge 
of these changes-..; nobody in• · Pennsy I van I a admitted knowing about these 
changes. The State of New York sa Id they were aware, and in fact, in the 
Senate they passed a resolution-- In the New York Senate within the.time for 
pub.I ic comment. Unfortunately, according to the documentatl.on I have here 
from the good Senator from New. York, · who said that he cou Id not get the 
information out because no newspaper In the State of New York covered the 
story or pr I nted one word of it In the ent I re State of New York-- according 
to his wor.ds. So, they d.idn 1 t thln,k it was Important either in the State of 

New Yo,::k. Pennsy Ivan i a;.;.:. not one word to the media by anybocly. . H~~e <ii.'~ 
copy of a. I etter' from the Eastern Reglona I Con fer.ence of the Counc 11 9f State ·• ... ·· .. • .. 

. Governments, c;1no the Vice Chairman of that Committee ls ·Sem:itor Hugh ~arfey, > . 
· the same .man from New York--:- a good Republ lean. And.,· he shows us here a .. ·. 
i"esofot f on passed · by the Counc ii of State Government I s Eastern . Reg I orial , ·. 
Conference 1982 annua I meet Ing between the week and the days of Augu.st 8 and < 
August 11, 1982. Keep in mlnd, the time for pub I le comment wa:s Ma,y P; 198,2, , .. 
to July 16, 198.2 •. Th~y commented about It for the flrs+ ti'!le in f.µgu~t Of/ 
1982 on a piece of legislation thc;1t was passed in December of. 1980. This· ls/< 
just for the record; l 1m not a~cLislng anybody. of anything. . 

L am not going to dea.1 anymore with the. lack of informat.lOn. if 
that doesn't speak for Itself, I.can't add anything to that. But; I am ~oing 
to cont In ue, and I am go Ing to produce the Congress Iona I Record that I have · 
here Official I~ of the vote on this bill and the implementation. · 

• The Commissioner .has submitted in thi.s. exhibit, as he pointed out 
for some reason, that the last paragraph on page 2, because I didn't ask him 
about the last paragraph; but I 'in happy that he pointed it out-- That he got 
this •information from his Washington office.. 1. don't know what kind of money 

•·those · people. make, tiut. I 1 m sure they are wel I paid. . I am sure the 
Information Officer. of. this State-- I think, his· name is Thomas H9oper-
receives about '$40,000 p I U$ · a year · for - sharing • l nformat ion. · The 
CongressiOnal Record, as reported In this official document to the Committee 
states, llby way of background, it Is rnteresting to note that in 1980, both 
New Jersey Senators Brad.I ey and W 11 I I ams voted i•yes" . for the .Omil I bus B.i I I • 
that is an accurate statement-- 11a long w I th Democratic Congressmen Hughes, 
Howard, ,Maguire, Minnish, Gurnlnl, and Pat+on. 11 That is not a true 
statement. 11Corigressman Rodino was absent. Democratic Congressmen Florio, 
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t,;f,6m'p$6nI i:ind ~6e voted 1 n6, 1 along· with R~publ lean Obngresswomarj Fenwick and 
Cbngfe$§rli~fi F6rsyfhei Hojlenbeck/' ... and sorrii§one r\i!HJ\ed 11 Ronaldoii1 

R.:04 f'J,..A..:L;a;o"'b. Iv 
v . fi:SSEMBlYMAN DtVERIN: 

: ,. ,, ' ' 

n·ey .spe 11 Eid the' If i sh name wrong, .too. 
Gsed an 1161• i frs/fElad 6f an •ie~ii 

ASSEMBlYMAN ADUBAt6: Wei I, they changed John Caboto fo Gi6vanrd to 
C~oo+,. f6b, you~ kndw, $6-""" The. P?ir\t is--.-.· 

~~SEM~LYM'.AN KOS~O: . Guar In I . Is spef I ed Wrong. too.; 
··.>··.·. 4\SSEMBLYMAN ADUBATO: .. f.reallte thaf •.. wa1.1, It Is conslsfency. 

Some+ifoes fl'ie. Ital ian/Arneri•~an names are har.d to spel 1 •. Guarini and Rinaldo 
are both mJ~sp~jt~d, butfhat Is ?kay. 
" ASSE:t?st Yf.1AN DEV£R IN: So I s the Ir I sh name, Patten. 

ASSEM~LYMAN ADUBATO: Patten · 1 s mi sspe 11 ed., too; you ire r i ght. 
fthlf /. s a heck ~+ a dt>cument. Thf s ts from the wash ington off ice. 

That :last co~ment .... rs .. untrue.. Lt Is cl misrep(eSentation· of .. tact •. · .. I 
amdofdafliHglt a Ile; Jimsayirig ltls misrepresentingwhat happened, arid 
fi; f s · i$ ~ow ott ic i a I record. i ri th ts ftear Ing. . I wJI L be. fiaJYPY to share w jth 
:th i.5 Corn'mi +tee:, .· H •.• thE3y are interested I ii know l ng the facts-.- Ar.e yow 
l:nterested, AsSiernblyrnan? ..... · 

·.. · .• ~SSE:MSL YMAN TH•MPS?N: Ceftaln ly. 
ASSEMBL: tMAN ADUBATO: Are you two Asseinbi ymen i n+erested in know f ng 

how ftte \./of~ f-~~ 1 ly took place? 
ASSEMf?lYMAN KOSCO: sure. 
ASSEME3l.YMAN.ADUtlAtd: ·. A!:lsembl:yrnaii .Kelly, are you f.Nterested? 
ASSEMBLYMAN KELLY: I am wlde.awakei, 
ASSE~BtYMAN. ~DOBAfo·: . Thank y6u. . 1. do iio:t w.ant t? waste anybody is• 

fkm~. A.s.· .. l';.·;···s··•··a·H1.·. '.·.· ... +.h. e .... •.·. v.· .. ot·:•e .. ·· i.·n +.he ... s. e.·.· .. n.afe Is acc. ura.te·•···· and. I· wo···'·u··'.·.d.·.· ... , .. 1.,. ke. t . .o.· 
r~~d J!:i<st the·. t:~st sentenceot fh i $ paragraph. lllt Is. a ,.so of interest that 
FlorJdais Ctau,~:e .·. P~pper, a. re·cognize(j charnplon qt. senior citizens vote·d 
Y~S·tl········•·l'rh. sur'i:3 thcft, .... 1s .. very.pertlnent. fo····this ... ctiscusslon .. today, .. and. we 
~~pt·e•cil3,fe ff\,a,t a'ccwn\te s.fafemenf, because wec.ertalnly are not golrlg to act 
pffl: ltfcad C)r f~, a•ny parHsan manner~ 

'~et Ifie .fedord, for tt)e record, thevote>(jf the Congressmen in th,e 
Sta,fe bt N~w Jt:'irsey on H .. R., 7765, the Su'dget ReconcJl.iati0n Acf· .. ··. '<think 
tf'la,t w.,a,s f.i$,teh on the t.ldor as 657, and this ls the voting retard tor New 
,,J'ijf:'s,e•t• 

.......... Jlil!. l<saJd,. the•· .. statelTient. by the Commlssioner Is. a•ccufate as it 
a•p,~lles .. to· +Iii'~ tw0 .. LJ~S~. ·. ~eri"ators.~ ... Th·ey .certal nl y did .. vote ''yes.it· .. Lef 11 s fake 
tn~.n;ext S'ehte~ce: .... lii\lbng.with Dem~cratic Congressmen Hughes, .. Howard, 
M~g'U!itey .,.·Mihn•f!Aj · .... sur-nln I; '. and Pat.fort,":~·. The. Comm I ssloner 1 s . statement·• .. '.s 
sasiim'g:.th~s~·po/'pfie votad•llyes,.n .. we1 .. 1:,· .... ·1e+•s see •. · ...... Co'hgr~s•sman .Hugti'es-.--. That 
I~. C<Y:r'red ~ .... Congressman ·. H?gines · .. V:oted . 11yes .ii .. Congressman Howard"'"' Tti·~t ls 

i ¢~r'fe61'·. Pong:r-essman Howard·. v~ted •. nyes. 11 ... Congre·ssrnari' .· MagitH re"";--. that ,Is 
'$¢'ir-17eC1'i; .. <9ontg:efe·ssman Maguire ·v0'f.ed ."yes." eongre5sman ... Mlrif~}h---- Corigress~a'h 

. '~:1'~:n1sh V<t>ted ·11 fes. 1i .. ··. No~ t~ts Q~ri·g~essman. sp~J I ed G'"'lJ-R-.N•I-N-1, L t.h 'Of, 
r'E3,ters. to the 9.0dd Cbrrgre5sman, from. ~wdsori County. who .. 1s on Wciys and Mea11s~, 
·dtrr .·g:oo:di f'riem,d\ 8bngre?sman Guarini.,· ... Congress~ari/G~•artnJ . is recorded. ci'S 
~\)'ting; ity~5•1 bf tfue Commissloner 1 s statement,. ·However, .. the official recotd 
,shciw:s . +hat tte '.~ Td .. rtot take. a posit Id~.. He did not; pa lr..--1 i rtr sc,r·ry to ~·se 
ttiart phras~ rir those people who have, not had the beneoti t of know:ing wh'af · 
-rn~t means.. I 1 11; b1:r h·af)j5y to· explai'n rt rater. He .. did ,tot vote; he 
a,bs,f;a;lned .. t0fa,i{l"Y from .+he, ~ate, •. ~0' he did net vote 'jYes.•r .... And, . Goh'gre·sgrnah 
P~}f:f'e?ft th~,t g.reat o I? g·enf leman, fha,f smi I i ng Irishman; whose >riame is 
• spel1Fe:d• h'ere·. PtA-'T~f'::.0-N •..... · 

A$$.[Ni1SE YM\Ai'N, DEVER,l;N•: ·. If i S• iien •" 
i 



ASSEMBLYMAN ADUBATO: I know It is "en," sir. 11 11 tell you how 
the official documentation from the Commissioner's statement reads. That 
good Congressman voted\ "no," not "yes," as repor-ted by this document. 

Let's !~O on. Conqressman Rodino was absent;. th;-it ls correct. He 
was dbsont. · 

Democratic Congressmen Florio, Thompson, and Roe voted "no," along 
with Republ lean Congresswoman Fenwick and Congressman Forsythe, Hollenbeck 
and R-O-N-A_.L-D-O, Renaldo. 

Now, let's go over that. Congressman Florio-- The statement here 
is that he voted "no." Congressman .Florio voted "yes." Congressman Thompson 
was absent; he did not vote "no." Congressman Roe did vote "no," along .with 
Congressman Patten. They were the on I y two New Jersey Congressmen, in spite 
of this documentation, who voted "no. 11 That is all. However, the statemen~ 
says, "also voting 1 no 1 were Republican--" By the way, I would 1.ike to point 
out that the Congress i ona I De I egat ion is broken down into Repub Ii can and 
Democrat, not New Jersey Congressmen or Congresswomen. They are identified 
as either being Republicans or Democrats, which Is fine. There Is nothing 
wrong with that. I am Just saying the way they are identified by the 
Commissioner's statement. 

However, Congresswoman, Repub I i can Congresswoman Fenw I ck did not 
vote 11 no. 11 She was absent. Congressman Forsythe, Republ lean, did not vote 
11 no. 11 · He voted 11 yes. 11 Congressman Hollenbeck, Republ lean, did not vote 
"no.II He voted "yes." And, Congressman Renaldo, meaning Rinaldo, d.id not 
vote "no." He voted "yes." 

And, Claude Pepper, who is described here as the recognized 
champion of senior citizens, which I accept-- He certainly is. 
Un fortunate I y, it Is correct, Comm I ss I oner. · He did vote "yes. 11 

May I ask you, sir, if you would like to make any changes, or if 
you would I ike to see the Congressional Record? 

COMMISSIONER MURPHY: So far as I'm concerned, if the record is as 
you stated It, obviously the exhibli' should be changed. I think I have to 
point out to you again that that Information, as contained In the exhibit, 
was furnished to us over the telephone by our Washington office, and I 
be I i eve it was furnished to Mr. Hooper. Is Mr. Hooper in the room here. 

ASSEMBLYMAN ADUBATO: I. have no idea. I wou I dn 't know Mr •. Hoop~r 
if I tripped over him. 

(Assemblyman Adubato directs next question to Mr. Hooper): 
Would you I i ke to testify, sir, to that, or- do you want to wait, 

because Mr. Hooper Is going to be called? 
COMMISSIONER MURPHY: We 11, why can I t he testify at that ti me? 
ASSEMBLYMAN ADUBATO: Okay, sure,. absolutely. I agree, sir. So, 

we are say l ng for the record that this Information by your Information 
Officer-- don't know, what Is his official title? Can you help 
me? 

COMMISSIONER MURPHY: Press Officer. 
ASSEMBLYMAN ADUBATO: Press Officer~ 
COMMISSIONER MURPHY: Isn't that your official title, Tom? 

THOM AS HOOPER: Pub! le Information Officer. 
COMMISSIONER MURPHY: Public Information Officer. 
ASSEMBLYMAN ADUBATO: Public Information Officer, how nice. That 

is delightful; I I Ike that-- Publ le .Information Officer. That is terrific. 
· 11 m sure you are doing a great job In sharing pub I le information with the 
pub I ic. 

I would I ike to say, then, from the Pub I ic Information Officer, 
that he gave you a document as you have submitted as official exhibits to 
support your testimony today, which Is your privilege-- I'm not criticizing 
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h?~.Y~u'run vo:ur .office •.. I'm only mclking sure that we underStclnd how it was 
done~: by ,;1 t~lephone¢onversclfion, and.you submitted this as an oJficia1 
i;loel:irnent to tlils LegiSlature as being accurate a,nd fi;lctw=:ilf because I'm sure 
h~ neve,r wouIc1:have submitted it if he didn't think it was. tac;;tu,;1I, would he, 
Qbmmi$sioner? } .···· ·... . ... . · 
. . . COMMi:SSIONER MURPHY: I don't bef leve so • 

•. __ .·. _ ·. ASSE~i3LYMAN ,A:DUBAJO: Oh; I don't.believe. he would either; 
c:~rtainly doh'-.t b~JJeve he would. It Is interesting that my office, and 
hc;P,te one ~t~ff, __ person-"'" one •. r dp not have a $6 rni tJ ion budget. _ .·· 

. 'il$ r.~ceiyed in writing through our efforts way before this public 
heg"rlng Wi;IS ~ver .· 9ondqcted., or . even ·. be Ing thought of be I 09. conducted ... ~ We 
fh61.ight. it was important enough td_ document the official votes, .and to have 
them cont irmedi .• Bt;Jt that was our ded s ion. . .· . . . 

Fi rsw of a 11, d9es anyone want to Interrupt me? Assemblyman Kosco, 
cto yo1:1 havec:injthin~ to.sqy about.these.points? 

•ASSffi:ti-1BLYMAN KO$CQ; ·.Just onething. 
Asst~B!:.YMAN AOUBATO: Go right ahead. . · ... · .··... .·. . ·.· . . . 

, .. · ...... ASSEMBLYMAN KOSCO:·. WhilEl we were talking ab9ut this, I had Ruby 
Jnake a phone t,:ati to Washington; and they verified with that note, again, 
r~tba i I y _Qn t~t te I ephone that the votes and they Wqy they are I l sted here 
qre correct, s; ... .,, . .. . . ·. .. . . ... 

AsSE~BLYMAN ADUBATO: Oh, r-ealjy? . Oh, terrific •. WI 11 you please 
tr'el I them tQ sertd up a Copy of the vote? We would appreciate· 1t. 

ASSE$MBLYMANKOSCO: Well, that was my next point. 
ASSE~BLYMAN AOUBATO: _ So, the Wash ingfon otHCe-... Walt a m lnute. 
ASSl:MBLYMAN KOSCO': W.e've asked them to send up how they verified 

tfds:, aha ...... 

ASSEMBLYMAN ADllBATO: Look, let me say this to you. I can only go 
~y th 1rs :Clo¢uri,e~t-. Now, eithElt it Is right or it is wrong. If I .am .wrong, 
11 , 11 'be 'th'e t i•r,st one .... -

:AsstMBI..YMAN KQSG0: I thll'lk it Is important thcit we-~ 
t ... · )\SSl2~SLYMAN AOl:JBATQ: I'd be.· q,bsol ute I y\-the f l,rst one, ; because I 
hav·e h!a'f'e phot~st~t·s of the vote, and 11d be hi;1ppy to show you-- Jn J act, I 
want s11aH to fOPY these lmmec:il ate I y..-- Now-- Thi;!t says, "H~R- 7765-487, 11 and 
that is. u:p:her~., _ and here. is. the vote. . You_ see? · That is in the Senate, and 
ih fh:'Oein9r'e•s's it says, •. 115§l was.the call,, H.R •. 776':Y'-- .. and when.,we ,Iook at 
fh! 'C::::al I .58l, that correlates to the. Budget Reconci I iation Act-- Is. t,hat 5.8'.l,, 
Ass'emb I ,yman ?_ . _ .~ . 

ASSEiiilBLYMAN KOSCO : . Yes. 
ASS:EMB;LYMAN ADUBATO: Then that would be the vote. Here· i.s, New. 

·,'Je'rsey.;.•.., 
ASSEMLYMAN KOSCO: I'm a$kl ng the Washlngton off Ice, 
ASSEMBt YMAN APUBATO: Oh, sure, but l Just w1;1nt.,. .. Af.l right., ':lei 1 .. 1 · 

'ASSE~SL.YMAN KO$CO: Wel I., we don '1 t have to wait. 
A'SSE:MBLii'MAN ADUBATO:. <No, we're going to wait. Not today•-

Wectne. sday·_ .· •_. ·.r.· ·_·.h.1J.r.:,s. s.da. ·_:y· .. : . ' ne. x.· ·.t.w_·. eek t ' ' ' •; ',.-. . ., . ' " :.- ' '' '., ' . 1' "·- . ,-~ 

· AS.SEN;BJ,YMAN KOSCO: 11 l I . s·ee if they can t.e I e~ somethln s;i up t9 us 
;tod~w. 
·•··• ,··.- .. · .. ,'AS'SEMBLYMAN ADIJBATO:. Good~ we'I.I wait •. •But, inthe meantime, L~t me sndw ,yoqWhat thi$ s~ys .... ..:sa:i,. Florio nyes,n Hughes ''yes,'' 'Howard ''yes,,!!· 
lf'nompson ab$e'~t, .· Fenwick absent, Forsythe· "yes," _ Maguine "yest' Roe ·"no/' 
'Hol'le-n'beck . 'ity(ls,,i, ·.· Rodino absent, Minish "y<:)S, 11 Rinaldo "¥es,," CourtEJr 
i•yti's,i• 'Huarh1'J a:bsant, and •Patten ''no.~" 
· 'As +a·r as you ~now,, an<;! as 'far as this rE:lcord indicates, is what I 
sa1td cH~cura'te?' 
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the 

ASSEMBLYMAN KOSCO: Absolutely. 
ASSEMBLYMAN ADUBATO: Thank you. 

Washington office either today, tomorrow 
ASSEMBLYMAN THOMPSON: I just want 
ASSEMBLYMAN ADUBATO: Do you have 

But, we I I I be happy to wait for 
or next week. 
to make--
a point to make, sir? Go right 

ahead. 
ASSEMBLYMAN THOMPSON: i I d I i ke to make one comment. i I m not 

saying that the way the Congressmen and the Senators voted is irrelevant, but 
I think the Issue that we face when we had the June 6 implementation of this 
particular rate increase-- And I think that the thing that disturbs me is 
that is has taken this I ong per I od of ti me to even bring It before the 
Governor's Office and the Attorney General to even institute any type of 
legal proceedings. I'm interested in whether the Washington office is really 
communicating with the citizens of New Jersey in the best publ le interest, 
and I think It overrides the parties' position in this matter, because this 
wi I I be devastating. What I see in the comments, in al I due respect to the 
Commissioner, this Exhibit E-1 is basically an argument on both sides of the 
issue dealing with the supremacy clause and other things dealing with 
constitutional issues that the,Federal courts will have to take up when the 
Attorney General goes into court. But, I think this is after the horse got 
out of the barn. This is a n Ice br I ef, and we don I t know where they are 
going to go. It was a badly split four-to-three decision in the United 
States court case that came down in 1971 dealing with some of these issues. 
So, I think the constant vote one way or the other -- if they voted against 
the publlcs 1 s interest, or whether they are Democrats or Republicans, that 
should be brought up. 

ASSEMBLYMAN ADUBATO: Excuse me, Assemblyman, for interrupting you. 
agree with everything you I ve sa Id, except I am not here er it i c i zing 

Congress. 
ASSEMBLYMAN THOMPSON: I understand that. 
ASSEMBLYMAN ADUBATO: I am here er i tc I z Ing the cred I bi I i ty on the 

Department of Insurance's part In sharing accurate information. It has 
nothing to do with how a Congressman voted, or the fact that Claude Pepper--! 
I don I t know what effect he has In New Jersey, but I think he is a very 

, I 

decent person-- I don't know what effect that had when 1t was mentioned. 
You know, we cou Id a I so mention, because the Ii st is here-- And, 

11 m not going to do that. 11 m not going to mention a 11 the Republ lean 
Senators in the other states who voted for this bill. I don 1 tthink that is 
pertinent to the discussion, so, 11m not going to do that. The only thing 
I'm going to say is, we are not-- time? 

Okay, I ad i es and gent I emen, we are going to take a break, and I 
would respectfully ask the Commissioner and his staff, as wel I as everyone 
else who is interested in testifying, to bring your names up here, because we 
are going to sit here for awhile today, and we are going to be here al I day 
Wednesday. I would respectfully ask that we reconvene the Committee by 1:45. 
Is that convenient tor you, Commissioner? 

COMMISSIONER MURPHY: Sure. 
ASSEMBLYMAN ADUBATO: At 1:45, we will reconvene. We stand 

adjourned. 
( Lunch break) 

ASSEMBLYMAN ADUBATO: I would like to expedite as much as humanly 
possible to go through Exhibit E-1, and just say that the letter dated 
July 8, 1982, which was sent to the Washington office concerning the proposed 
Federal regulations, meaning the Medicare changes, is sent by Morgan Shumake, 
and I don't doubt It was sent-- However, there ls no signature here. There 
is no photostat of a signature here. 
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. Th~ JE3tter qf· J.uly )6 Sl':lnt by Commissioner Murphy reJat.ing to the 
~,~.1/1'1 lfSI+§, th~ Meqjc.qre c,h.an.ges.,,-,- There ls n.o s:ignqture here on. this lett.er. 

· ··· MsF~§ILYMA-N KOf5C.O: These qre cop I .ras ! 
. /;\§§,EMEll¥MAN ADUElATO: . Yes,, they are cop i l':ls. The letter sent by 
~8L9Hiill! R~AP?~1Whi,ch is c/ l if!il insµranc:e c:omp<lny, auto insurance company--,. 1 
~enJt k-nsw if It i§ .lif.9,-,- qµtp-,,..,. But, thra letter they sent hqs a signature 
~~i::e, Rf18 .·?l p.hptqstqt of. tt,9t sigrgiture. We .do not have the responses from 
~fl¥8fl~r fpF "th,e qtficjql !'1pc:qmentatlon,, there is not one written .response fo 
qyp ~98,~!\tgge qt.qny senlqr citizens' group or anypody else in government 
p~rt~ifl!flQ fq ;this issue. Thc:1t Is q mqtter of tact to the best of our 
~!lRWlepgp ;n~ -~llity, 
· · · Pm s9yry, yes, s. Ir. 
; A§~EMElhYMAN KOSQO: · While you a.r43 talking about responses, Mr. 
~hlll.\rmij!l! .. ! !(:I n~e to i=!Sk .i:l Q!-!estlon of the Commissioner, if I mc1y. When 
thl§ F8$,8!4tip~, thcit W9S pqsseq, sponsored by Assemblymqn Adubato himself, 
~-~S ~rl,tten, 9f]P Mil$!? showe!!I yoq th.f:3 resolution and (inaudible) identified 
thJit h§ ~ipf~ fq~ (;;e>i:;ppn~or Clnaud i b,I e> on thf:3 ~tond it ion that I speak to the 
·J11§!-tfs:l\1C:~ P,~,p,9rtm~.nt. f lrH ang get their· response. I had. askEid one of oyr 
gJg.~,~ tPsSHflta,,<::t yoqr <:>ffi<;:e to sencl someone down here bec:quse we were in 
~~~,~iiP8, \'{El ~~itl':ld apP:ut i=l.n hour or bettEJr and no 91ae did re$pond and come 
q,qw,p 99,9:, d!is.pu,~s. it "{ith mEl,. a.nd at th.at po.int,· I cosponsored the resolution, 
i:1,1'1,p, 9J c9,yrsEr, ,~lt pa,ssf3<;1 1 t ,. · 
, ...... ~·¥ qy,esti9J1 i,s,. \'i\hi le we are tglklng about responses, is there any 
fi,9,~,90 \'&m)': th I,~' t ~9 l( ot rElspons,El d I d ta.ke p I ace? 

@(g,M~,I;~,~ IQNf:R MlJRPHY: Not thc!tt I know Of.. I I m not fami I i ar with 
t~~, fEl.9;\l;EJ,s,t,. W,h.w1 ~,c!t,s .it made? 

·· · AS,.$f:M\3;\,. Yfy!,AN K,OSCO: The day th~It the reso I ut ion was passed. 
90~MliSSl,9~.ER t,,,IU~PHY: po yqu know who th.ey spoke to? 
~~p,EM!3,~YM&N. K,.QSCO: L don• t klilOW who-.-- He l.e.n, the g Ir I who used to 

b.1~, <;?11,~. c::>J q,,i'r;: (i.91~.ops had c;9ntacted your office, and L had attempted twi'ce to 
rl;l~K.Et p,m,91;11$1 c9'11,~, y.p ,there to, g;et someone dow1"\ here. to d Lscuss. lt wdth me, 

9§.)tl!l~:,~:~.Sl,Q,~.f:R 1)1U~F,>H'(: W,e,H, I can't understand that,--. Really, 
Q.,~,yiq>:4,$,),¥ hAi\(;El;- nc;> E:!Xc;yse, tor that, kind of a lack of response. I was r:iot 
t,cl\l,l,i,,lt:,9.i::: ~ri,th;. it, a.hd it I, can tind out, l'lk give y0u a report on it. 
,1t~,S:91§,e;•··rr,i~ c1, ·mJ:i;i .. 1,1;t.e., · 
, g:XSY~e• me,, b' m taJ king to Mr •. Mor.g.an Shumake. who hand I es 
L1qg,l,s.t.cJt ion:, fto.l1;'. 4.s .•. , ' . 
· ·•• · ··· AS$~M!i3k¥MAN Al;)Ul;3ATQ: I'm sorry, Mr •. Shumake, do you want to come 

i<a;\1?l~;~•~;•,~f .. H,·~i; ~:r /\i K E;:, I wqu.Jd Just Jike. to say, Mr •• Assemblyman, 1· 
~ft?>. R:f<E!S.,~Dy;, i;n this b,q i Id. Lng:, the day that . reso I ut i1on was passed. · 
11, m,e;w:f.i;: r:;-Eitcetv<eg y9y.r mess~ge,. Lt w,as part o.t my Job to be here, and I was 
ti.eJ;.e. t~a,t· g,9,¥., ··•. ··.. . ... /\·SStMijL, YMAN. KOSCO: So once again, we have a communications 

Q(j),Mf/iM:S:S;JQN~R MURPH.'(: Rresur:nat:ily. 
MIR., SH~.MAKE: I w,1;1s aMaJlat>l.e, but I diq.n 1 t·.know, you were looki'n.g 

A:$SEM~l.iYMAN AQU.BATO: I don.1 t know if we were able, to pick those .. 
~.9r:ty~r;s,91tJ;9t1,:s,, 4,P,, t>yt thf:3 re,sponse is-,..-,. Cor::rect me If I am· wrong,. 
.. The;, ci:ues:t+on tram Assem;bl ymcJ,!J Kosc.o Is recorded properly, I assume. 
"h ffii!;!\9;,, th,e,- q,µJ~,5!17,;lo.n .. ,.,. Th,e re,spqnse was. t,hat, the Comrn.,kssJoner w.as noJ aware of 
,!'~~;, req.ge,s,:IJ':' in.r spjte, of, the tact• that, tw.Jce, the aide cal led, the Insurance 
~rull)i~s.t~iq9:~t::?'•sn· offlcEJ, .... bu:t he dl.d. n,ot get . word .at. that .request,·. and .. the 
R'.~fIS.89, ~1ct:10, W:fl;§,; i;t,ssJ gped to,. t,he Le,gJ s latur~, Mr •. Shumc1ke, sa.i d• that he was .on 
trn:.~1, tl,09,r: a,t the, time th,rt•resolutdon w,ais passed .. , but. he was not aware:--

. MF-h. SHl:.lt'!h{l,KE: I was. in the re.ar of the Chamber •. 



ASSEMBLYMAN ADUBA TO: Oh, I I m sorry, he was in the rear of the 
Chamber. In the house, sir? 

MR. SHUMAKE: Yes. 
ASSEMBLYMAN ADUBATO: Oh, so you were on the floor-- In the rear of 

the Chamber on the floor. 
MR'. SHUMAKE: I I m not a I I owed on the f I oor wh i I e you are In 

session, Mr. Chairman. 
ASSEMBLYMAN ADUBATO: You were outside in the hallway? 
MR. SHUMAKE: Yes. 
ASSEMBLYMAN ADUBATO: Oh, so you weren't inside the room. 
MR. SHUMAKE: No, sir. 
ASSEMBLYMAN ADUBATO: Oh, okay. Mr. Shumake was standing somewhere 

outside those doors when the request went into the Insurance Department, and 
he was not aware of it. I guess that is it; I have nothing more to say on 
It. 

I wou Id I i ke to, just for the record, a I though it is redundant, I 
know, to say that as a re~ult of people not knowing, the Assembly, under the 
leadership of the Speaker, the Chairman of Banking and Insurance, and the 
Chairman of the Committee on Ag Ing, issued the f lrst pub I i shed reports to the 

. people of New Jersey, alerting them of what was happening with the Medicare 
changes. I think that ls a fair statement. If someone would I Ike to 
challenge that, I would be happy to I isten. 

Commissioner, go ahead. 
COMMISSIONER MURPHY: I'm not going to challenge that, but I have 

an additional piece of information which I would I Ike to share with you at 
this point-- something I did not know about. It is of interest and I think 
it has bearing. 

During the luncheon break, Mr. Shumake who had-
ASSEMBLYMAN ADUBATO: 1. 1m sorry, sir, they can't hear you. 
COMMISSIONER MURPHY: I said that at the luncheon break, Mr. 

Shumake, who had heard the testimony this morning, thought that perhaps that 
somebody in our Consumer Relations Unit in the Insurance Department may know 
someth Ing about the prob I em we discussed-'- the know I edge of the sen I or 
citizens of the resolution or the proposed resolution. And so, we made an 
inquiry, and this Is what we found out. We have a girl in the back of the 
room, a young lady who conducts these activities. Her name is Phyllis 
Sabino, and she gqes around the State talking to groups of senior citizens, 
chiefly on I i fe, ace i dent, hea I th and Med I care prob I ems. She has furn I shed 
me, and I have in my hand here, a I ist of meetings she attended al I 
throughout the State, and she has asterisked the meetings where this subj1ct 
of the Interplay of Medicare and PIP came up and was fully dlscussed by these 
people. I wi 11 submit a copy of this to you, Mr. Chairman, so you can see 
the act Iv i ty that th Is young I ady had. She is here in the Chamber if you 
care to talk to her. 

ASSEMBLYMAN DEVERIN: Do you have the dates of those meetings? 
COMMISSIONER MURPHY: Yes. 
ASSEMBLYMAN ADUBATO: Excuse me, Assemblyman, excuse me, I think 

that is very Important. Commissioner, I would appreciate it if you would 
have cop I es made for the Comm I ttee so we can have the documentat I on. Let I s 
give the young lady unti I Wednesday. 

COMMISSIONER MURPHY: Fine. 
ASSEMBLYMAN ADUBATO: We are certainly going to inquire about it, 

and with all this activity, it only compounds the dilemma into why no one 
ever wrote about it. I'm glad to hear that there was an activity that you 
were not aware of, and I was not aware of, and I would ask now that the young 
lady in question prod~ce any and al I documentation-- where she spoke and what 
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. COt-1MISSIONER MURPHY: That is al I right. I was wondering if it. 
would help If we clarify the record In respect to that vote, so that-- During 

.·the. luncheon period, Information was received from Washington-;.. I have It 
, here. It Is excerpts from the Congressional Record, which show that the vote 

on · th Is I eg Is I at I on In each house was the way It was presented· In mY 
.exhibit~- the information given to us by our Washi,ngton office. The bl II was, 
different in each house, and then it went to a Conference Committee. The 

. Con ferenc~ Comm I ttee adopted a com prom I se bi li , and the vote on the 
Conference Comm I ttee b I I I Is as you stated. The point ··is mc;1de that there. was · 
no difference In the House or the Senate b I I I in respect to the prov ls ions. 
be Ing I mp I emented under this .regu I at I on. . .· . . 

It was the opinion of our Washington office that the vote as they·. 
presented it to us was correct. I stippose it can be argued that it is the 
Conference vote which Is correct. In either event, that is the reason for 
the difference between us on the vote count. · 

. ASSEMBLYMAN KOSCO: There Is just one more po Int . I wou Id Ii ke to 
make on.that. 

ASSEMBLYMAN ADUBATQ: I wou I d I I ke to respond . to t.hat. I f. you are 
go Ing to respond to It, Hne, but I want to respond to that before we · I ose 
It. 

Comm I ss I oner, we have the off I c la I printed copy of 'the 
Congress Iona I Record here. wou Id be happy to share , It w l th . you-- not on I y .. 
a p hotostat, · but the entire Congress Iona I Record. Gerta In I y, what you are 

• .. saying Is accurate as it relates to the· September vote,; not the December .. ··. 
vote. Your official statement, and I 1m not blaming you for anything .. - Your 
off I c I a I statement by t.he peop I e who. adv I se you is that this was the vote In 
1980, as it says here, tor the Omnibus Bill, which means the.bill in Its· 
f Ina I form became law-- the December b I I I • That Is your· statement in this 

·· exhibit. 
What said was, the statement Is not accurate, and It 

m 1.srepresents the vote · on the I mp I er'nentat I on of the Ornn I bus Bi I J -.:. Which It 
does~ 

I am not b I am Ing you tor repeat Ing what was told to you. The only 
th Ing I am I hterested In Is ·gett Ing to the accurate data of who voted for. the 
Omnibus BIii, and who did not vote for the Omnibus Bill?· I would like tq 
share w I th the Comm I ttee and the pub I I c that. I don I t -think al'.lywhere in 6ui
reso I ut ion, or anywhere In any communications with you, sir, and your office, : 
~Id we ask you tor the vote. Of course, you are free to glve··it, but I want 
to make It c I ear that we d Id not ask you or anybody e I se to give us the 
vote. We were talking about discussing the issue, and In discussing the 
issue·, y9u have presented, s 1-r, th Is exh i b It. You re I ate to the Re pub Ii can·s . 
and Democrats,.inc;luding Claude Pepper, who voted for this bill.·. So, it is 
not the Committee who was a prime mover In discussing the vote on the bi 11. · 
It was your exhibit and your statement, and we felt compel led that once you 
submitted th Is as an exh I bit that we race I ved on Saturday morn Ing-- Of . · 
course, I reviewed the vote on the Omnibus bill. I admit that;.. .. That this 

. jumped off the page at me, because I knew what the actuql votes were. 
· I have nothing more to say, except that your statement hi this 

exhibit gives a vote on the final bill, and i,t Is not correct. That is ~y 
itatement. .1 'm sorry, do you want· to say.something? 

.ASSEMBLYMAN KELLY:.· I want to ask one question • 
.. ASSEMBLYMAN ADUBATO: I'm.sorry, go ahead. 

·, 

ASSEMBLYMAN. KELLY: I want to get one thln~ straight in in~ mi~d. 
Do we have until June of this year to change wha.t rr1ight take place with the 
senior ~ltlzens? 
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QQti!1MIS$1'QN!;R MURPHY: The fina,I reg,t1lqvion pgqqlf)e.§ effe~tive~. 
a,c~qrqlrm tq tl:l,e form$ as t, yruier 9ta:nq them, in ~Un<:!!. Thci,t i§ ne)(t month7,;, 
June ffl, tQ.~3. · , 
i ·· ·· M~fM~kYMfN KELlY: Ang, betw•E::!en nqw and then~ qurc G!?n~rns?!fle.n: oan 
go $omettring at#¢µt changing thi,s? 
''. COMM l'.SS I ONER MURPHY: 
b:mgre$S wolnci, r.:hange it thq.t 
t9. dp I$ tq ~njg(n or $ta,y 

! thin!< It is iinpr<1ctl"al to think tha.t 
sh9rt perl<;>d <;>t tlrne~ \'lhqt W!=! !'ire attemptiQg 
the effective dqtf;:l of tl'\Et rce~Y!etlqn,, pnq 

qltimately inv~it l~a,te it. · 
·f.$$EM8LYMAN QttVgRtN; Hqve a11y 0,ther stc;Jtes. jqiriec! t.his a,qt!.Pn'? 
COMMl;i:;~IONER MURPHY: No~ pyt trey hi:!V0 jn.dii:;a.t.eg ·thcit they rric1y 

ws. I I""-:-:• I 
.: A$§E~~l YMAN AQl.!IM TQ; I mc1y he Ip Y9Y w I th tha,t, New ¥qr~ t@ I g !Tl!? 
thi=tt they werejt:>ringing· ~!Jit the. day after ttw n~.gµlatigns;; were p4p.tish19<!, 
Wtll¢h t p~.llev~)wa,s, the fifth, qt April, New Yqr~ tq!d me tti1:rt. No,w, \th.ether 
they g i q l t or not~.' I gon 't knqw ,. :1 a.~ked, ~!1P 1 1 I I sa.y it p.yl:> 1 Lq: I Y""''"" ! 
asked oth~r le,gl~lative c;qunse,I in this ~tat,e to l:>ring s1,11t, and they retµse.q 
lo do It, 'f~ei sa!o thcit base,q pn the c::.qnteritiqn of the stat1,:11'e,, @nq I have 
It 'here,, in tn.:eir oplr1iPll, !;!nl:I the Gi::>n9re55;fona1 Rec:::ord, t.t:i.c3t no suit, Jn 
the it QP i.q!on,~~i \lm not an attgrnev~ 'lh~'f'\i~'\::.pt.d.d'''rici>,f :wi fl t.t:ie 5µi t, t>,~seg 
tlfl th$h" '9P Nii ~fl, and ,I q1 iff 8,i:l.Q)I have t;hat here, l I "I ,Pe 'hi;!Rl:JY tQ s,h?lr~ that 
~•ifh you, Qqmft!fs~i<>.ner-, qr ?!•A.Y~G!'t Efls.e ,wh,o ,wa~t:s to see n~ · !3ut, in 5.1:1ite 
9f t'h~t~ ! . cof(lm~!l'd th.e ·Gcs,yernpr in 1:>.rtm,S! 1in~ tht:i tort is1Pti9,n,,. 

:1 w,<:liii 11,0 r1 ,1<,e t,o s.ay ., ~e f.or,e ;1 t,µ,rn t'h ,, s ,ov.e r t9 Ass.em I:> I y.roan 
:~yeiriin,, thc1t It ;j5 ,n.gt p~~essgry when these regylgtiP!'lS {We impler;rie,fl+.eo, 
1h~t tbe se,fl;i~.f q;jti ?:ews·1 r.ates are go!J'ilf:!! to qoub'l,e~ That Is ,µ,p to the 
~fil!ll t~·s. i (l)ri\er, ~'hethe,r ,or nqt t·hE!¥ gglJ1b'l .e. a h,gS [lQth Lng +t.q gq w :j Tf.l tl;lJl 
:P~cilef~ :1 1rE!g,1flc1li on$~ . · · • 

. . I ,w,~µJ,d .a'lso :pik,e to sµ\:},rnlt ,i:li t,h,I s tJwe, bgc;::qL,JSEl ii t:hln.k it i,s the 

?P···p···o·.,·f··:t.••.q.ne ... 1ti.J11e .. ~•1 .,o·•· p .. o· ;hrit .. •@. wt.·.·· t .... !3> ... ~h•o.is·e· .. · .. Jl·r.eseri···t· .. ·· ,,,··. l·•.~ .. 9 .. :!u··. q ~.,n.•(:l .. t.·ihe Q.pm·······.m ..•. ·.'.ss··.i o .. n·,·e.r a.•·. n«;I me!Tlb19r.s of ;th~ Jndustry,, w.,pp r,t,pped pff senilqr clt1?E3J1S tin tb,is $,t9tf;l fqF 
lowr t{'ears :ti¥ (.h;qtg\119 t,he,tn a •p,r,,em Lµm f(l)r a 'beri•ef H· they c;::9u I tln ! t r199eJ ye.,.,,,,. 
Atn:I~ '~t\e,:n . I P'l't~ 11,enQJ,ed t,'he ,f:n;dysmry :!!>:n that, Comrnl SS ipngr~ t,hey Sgld t9 r.ne 
.ttha;t they me,r;J,e. ,a:fl 'ho.nest m,ist~'~e-~ Ang I .9ccept th1=1t. And, :I, esked them tq 
m,ak.,$ a.n ti,~ilest, [ ·conr~c't'iPn, st;:td so !f1=1r,, Jn •mefl .q.1: .99.09 .w;I cl I,, they h~Y!:l ,n9t 
fi8$;ptD,nc\ed,, ';c'! 

· ,I ,w,ait y,,oq ti?. J~!il.qw,,, 'O~roml,s:sti,.o.ner, tt1sit vre 11we :lppk;i,ng l.n,t:q ,i!l (;;lc:15i;; 
@b't\j~.n §.Uit q9'~}ns't lh~ ;com.p:~n'le.:s in •~ew .J.er.S;f;ly ,f,q:r c;::;b?lrgJng senJ.i,;,.r ,gjt;i~J~ns,, 
:fq>r ffr~1:.1r ye~r!;l:,, an •.vnjus::t ppef(litqm tor ~ ~ef1ef.it they .9Qy{9w1 t r,ec;::Jeve~ :1 
wqu'I :d 'h~p·e :!f:l:\i:1':f y:pu ,wc,t1 l d tqke :J t 'in ypyr -!:911 sJi;:leni!JtJ9n., .~55µmJng iM,1,9t t~e 
Gov.@r.nqr·1 s ,a.ctlon dqe$ ngt sto.p th.ese r,e.g.µ:J~ti.ons from gqJng Hr1t9 effeqt""·"' 
'th\ilt :yoq ·w,¢ulo ·ta:ke :into ,opn 1sii.g.~r,~t+(!)n the ,events thg,:t ,hq¥e t.c:1ken ,p:l,qpe pr i li?r 
;to Y,91:J •¢0.m:l:n:g to New .iler•~e,i)/,1 ~u:\d th{'lt YP~ w.oylq ,pgn5Ji::ier, 1:Hld ,mayqe c:JSk, ,the 
~C!(Opanl~$ 'to SWi:11, IC?,\\'', a LittJhe heart., l;le,ci:1µ5e I •dPff't th,tn:k ,we ,q,4ght tq tqKlfJ 
rreven;u.E!. lro!TI t"1ta t~xp1;1yer·s of: thls s.t?t;t,e :trqm ¢~·s i flPS g,n<i 'P!ill I OJ.Jt the 
i10S,\JP8f:!~e C$mJ>;anle,s.~ l. #1:l,l,n,k t·ne ,;pprn;p;qfl i .. e,5 'hi:IMe .c:!.fl .pblig!11,tJqn t9 
~oi::r~t't ·theJ:r. h,onesf mi stcike tt?r qh1;3r\gihtg. tne senlgr ,qJ t i.:zer:i,s @t thJs §tate 
,tor !fql,lr years/ !11 :pr,;em;iµ;m they po4,Ld1:1 1t get ••?I. li)en,e.fJt ·on,. :t ,wgy,tq b,91pe. *b?!i' 
'the .tnet;tt.b,er.s.·•o:f?tr;tti;S Comm:ttte:e •\'IOUI~ j.oln ?;It the pr0per t+mE3 .\'/Ith th.at, c:J.fl<I, I 
.~e:l"tia j n.l ;y :,~Q"\il'LQ :1 11::~e "t:o ~i:SCLI$$. ttl,at '.,w,i th ,'/la.LI... . . . . . ' 
. Bu:t, if ttlile O<;>miin,iss:ioner .e,te,cJ,c;t.ei rt0 lrnp;I.E31)11i!nt, a.s sq.me ,p.egp;Le ,f,rom 
;the {:n:d:tJ~itl?:y~,; :By th:e wa.y,, "l ~ant y9J;1 'to ;l<:f\Q,W Ttlii:lt :Nc;int:W E3letthen ts her.e,.,, an<! 
·~ih'e i's !'rre·e ·:t:9 1<e,$tif,y on 'W,e:dnestlay,., ls g,.up:teg .a.$ s.a.y Ing-,,-,, I qpn''•t ,k,QQW Jt Jt 
Js trvn=3.:o:r ,np.t-,,..,· tbi;ilt lljf ?IA!J W,h¢in.\th,ei;;;e thl.ngs ;;we,e,ver lmpl,.lfJl:(IE;).flTe,<1, ht ts 
:rro 'blg tt:~r?1L,' 1,1 'And,, I em .para;p'.hra,sln9.,..,., "''Tnat thia sen.lors 9rc,e r.ealJ.y not 
L<>si,rr;~; ?1nYth1hrg ~'·' What, 'in fe'.S.s~n~e., -was her s.tatement,, tnc I µd Ing,, I ,!)el ieve, 



a representative from Al I state. I forget his name, who made a similar 
comment. I have those newspaper articles here, and, If they decide to 
testify, I 1 1 I be glad to question them on that to defend that, if they think 
there Is any· defending necessary. ' But so far, they have not asked to 
testify, and they don't have to. They don 1 t have to, but they are certainly 
we I come. 

I wou Id just I i ke to say to you, Assemb I yman, because I know you 
are concern.ad about the rates of senior citizens, as you pointed out before 
with the ISO thing, that as a direct result of this charade to go on without 
anyone in the State knowing about it who counts, and they are the people who 
have to pay for it, the cheapest Increase-- the smallest increase is $58.00-
the smallest Increase to every senior citizen. And those are the people in 
the lowest rated territories that wll I go up $58.00. That is the projection 
I have, and 11 1 I be glad to discuss It. 

The highest increase ls going to happen again to those bad drivers 
in Newark, whether they have accidents or not. They are only going to go up 
$114.00. 

I submit that that Is Important, and I submit that the State of 
Tennessee wh I ch was projected as the I owest cost of auto insurance by the 
Best Report, which showed New Jersey as the highest-- As a direct result of 
the implementation of these regulations, Tennessee, along with seventeen 
other states which do not have compulsory insurance of any kind-- PIP or 
liabll ity-~ that the senior citizens .who are driving in those states.legally 
and who are involved In an accident, wl I I sti 11 be covered by Medicare, and 
our tax do I I ars are going to pay for It. So, in add it I on to the peep I e of 
New Jersey receiving an Increase, because we don't have a duplicate 
coverage-- we have eliminated that. · You know, Heckler's letter Is wrong. We· 
don't have that duplication, but we are also going to be forced to subsidize 
those 18 states-- minimum. of 18 states-- there are more, because the 
congressional rul Ing states that there has to be a reason~bleness of recovery 
b~fore 
Medicare is primary. And, they do not consider financial responsibilJty as 
reason ab I e recovery, which means that those states-- those 32 states that 
have compulsory I lab! llty, are lumped with those states which have fl.nancial 
responsibility, are together. We have yet to find out, and maybe, 
Commissioner, your office can help us-- We have not yet been able to f•ind out 
what states have financial responsibility and not mandated I iability or PIP 
coverage, because we don't know. I admit it, but at least 18 states are 
go Ing to be subsidized by the peop I e of New Jersey, by the peop I e of New 
York. And, by the way, New York, because they only have a maximum of $50,000 
under PIP, only reduced their rates in December of 1977 40%, not 100% as we 
did. We cut them In half, or 50%, of you wl II. They reduced 40%. 

So, it would be obvious to assume, and I could be wrong, that In 
the State of New York which has compulsory PIP of $50,000-- They reduced 
their rates 40%. 

In .the State o~ New J~rsey' where we have un1 im1ted ~edical 
coverage-- we can go to $10 mil I ion and beyond-- we reduced our rates 50%. 
So accord Ing to that data, the d If ferent i a I between the state that has 
$50,000 of PIP coverage and the state that has un I i m I ted coverage, , is 10%. 
Now, that is only an observation of facts. I just want to share that with 
everyone today, when we ta I k about reducing PIP as an answer to cost 
containment. I just thought I would throw that in. 

I apologize for going into tacts. 
ASSEMBLYMAN DEVERIN: Mr. Chairman? 
ASSEMBLYMAN ADUBATO: Yes, Assemblyman? 
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As$1~MEiLYMAN DEVERIN: I justwant to ask the Commissioner again, 
mdfe fbf- a p~fseha l point.· qt . in format! on--- . Are . there . ot.her . .states"-- Feder a I 
f~gtilMJ?h§ Have besn postponed a .thousand. tlmes •. Tha OFFCC does It at I the 
;i~e, EEO do&S it ali tne. time, theDepartment of Labor-"" Are there any other 
s'fa+es Jolhihg with us In this lawsuit, and that was the question I asked-
te. gef the. f~gulatiehs pbstj:)Oned, or stopped? 

GGMM.i ss I ONER MURPHY:.· t can It answer fhat specif i ca 11 y; except. to 
say that rep1esehfat i ves ot our Department and the Attorney General I s office 
have cehferr~a with New York •. Whether or hot there wl 11 be Joint action, I 
thin~, is a m~tter bl Iegai strategy, which is being explored. . . .. . 

Ass.·.~MB···. L ... ··Y .. · .. MAN .. D.·. E. V·E·R·· l·N•.·.= .... ok. ay, b ... e.cau.se th.es. e .. f lgu .. r.es are fright. en Ing. 
I am sure the~ ar~ frl ghten i ng to you~·. as we I I as. they arce to me. Thank you• 

ASSEMBLYMAN ADUBATO: Moving right along, I would like to move 
bn +o"""" ;i\rll:.I, .iP1 the way, i want you to know that anyone is free to contact 
fflls Qommitt~e atany time. with any Information or data, and If anyone wants 
h, testify W$dnesf!ay, \ite'l I cer.talnl,y stay here as .long as necessary right 
through the hight. We are not leaving here Wednesday unti I every single 
p·erson whb wishes to testify testifies. we will stay here as long as 
necessary, so;teH your friends to come and join us. 

No\,/\ let's go on. We are going to, with the Committee's 
permissloh., d~·ai wltn Item 1. 

Item 7, tor those who do not have the benefit of reading this, as 
r'ep'orted by . the 06mm i ss I oner In h Is statement, Is ent It I ed ''Hooper I s 
'sta+emen + 1; ,, 1 

'1'1 :tn hi~S'pbhse to press ihqu iri•es about the effect of the capping 
pr0visions 6~ ~""l696, '•Ur Press ·OH'h::er, 'Mr. Hooper, dea'I t With the average, 
i'rot foi h lmu'ni lh'creases, on uncapped ·cars." No referent:e was made to good or 

. 5ac! a+-P.terS'ii'' Th'e reference was to the effect Oh cars in . uncapped 
fer'r'Itdrles. ·n14g $6.CJ'() estimate was baseaon calculations developed by our 
Ac+par'ia'I 'Depa1rtme'ht, a copy of such calculations Is attached as Exhibit f. 11 

That H; t'h'e Cbmmissloner''s reponse to that inquiry on A--1696. 
ln 'f3r'e!e'r lo ge't a picture of A-1696, I think, first, we ought to 

k:hdw What H aiid, •ahd ·what 'It doe·s. Otherw I se, we are goi•ng to be here for a 
FOn'g tlme, a1~fho·ugh we sti 11 may be ttere for awh I Je. · 

A--ti:\96:,. Jor the record, ls a. bi I I that was sponsored by me, 
or'i•~rnal 'IY .... · a:i{ As'sembly 81,1 l A-3050, ·. 51., . 55, or somethlng I Ike . that,·. and, It 
Then 'oecam: 1ss1emb·I yBI 11 A--3455, and then became Assembly Hi 11 A-1760-- By 
the •~ay ~ .be'f•o'l"·e h became A--1696, the Assemb I y b It I passed 69 to 4 ln th i s 
house., ahd 30 to 5 j'n the Senate on two different occasions., and was vetoed 
'by fhe forme.r Governor for his own ··reasons, which it doesn't serve any 
pu'rpi:Sse .• to.cget .. ·into •... Assembly .. Bl 11 . A,-l696, i.n deallng With. the 
edc·umentation/ again, in the exh I b Its-"" . I . wou Id. I lke to. have them, before I 
·go anyl1:ir-ther'-'-- 'lh Exhibit F"-- Now, wheh we talk about Exhibit F, that is 
fhe ca'lcUl'atloh, but ·we ar'e going to talk abou+ Section 7 and Section 9 at 
lh"e same tTm'Eh 

· Section 9 .says irQther Matters." These are the matters that we left 
open /for the. Comnri.ssioner to feel lree to discuss. These· were not· matters 
that the eom~fttee rn,/ited,. 

Bu'ft:ertaihly, without restriction, we wanted the Commissioner to 
bring out 1i:fr1yfhihg he so desired~ ... This Is the thing, among other things, 
that the \Comm1i SS'i(Mer h~s asked to respond. He says, ••Other Matters, A-1696: 
OhAugus't l3; 1982,, I Wrc>te TO the Chairman of your Committee about possible 
aihendrtients fo A"-1696. No response was rece I ved to my I etter, and a I though a 
"fi:>'w of '!'hi=! · 1rolntc: cnnslrl,o,reri· therein w,o,r-,o, rlR'PJlt with. In ,;11hc:i:>.quent 
le!.:JiSlallon, a numl)clf' ot Items remain for consider-al ton. 
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11 (8) Proposed Future Legislation: While presently have no 
specific recommendations beyond legislation already Introduced and mentioned 
above, I am mindful that we may wish to consider the possibile repeal of 
comptJlsory I labi I lty Insurance and the curtal lment of PIP benefits, 
particularly If satisfactory cost containment results are not otherwise 
atta i nab I e. You w i I I r·eca I I Governor Kean, In h Is campaign, suggested the 
possible repeal of compulsory In connection with the reform of the auto 
reparation system. Finally, and perhaps most importantly," in response to 
next to the last paragraph of Exhibit A9 11 1 must record my hope that your 
Investigation is not permitted In any way to divert your Committee's 
attent I on from the prompt cons I derat I on and, hopefu 11 y, the passage of auto 
reparations cost containment legislation such as A-1747, which has been 
pending before your Committee since July 8, 1982. Reducing the cost of your 
New Jersey automobile reparations system is the only way Immediately at hand 
to stabll ize or reduce auto rates for al I New Jersey drivers. 11 

Wear~ going to deal with Sections 7 and 9, and we 1 1 I go back and 
forth so everybody can get a conceptual view. Commissioner, it is obvious 
from the press reports that I I ve I ooked at, that you don I t he~ i tate to 
mention in your press reports legislation that you support. Is that a fair 
statement? 

COMMISSIONER MURPHY: Yes. 
ASSEMBLYMAN ADUBATO: It is also a fair statement to say that even 

in the course of your interviews that you have mentioned specific leglslation 
that you support. 

COMMISSIONER MURPHY: Yes. 
ASSEMBLYMAN ADUBATO: It Is a fa Ir statement. 
COMMISSIONER MURPHY: Yeso 
ASSEMBLYMAN ADUBATO: Comm I ss loner I do . you support Assemb I y 8 i I I 

1696.? 
COMMISSIONER MU.RPHY: Yes, it was a bipartisan bill. The 

Administration endorsed it, so I would support it. 
ASSEMBLYMAN ADUBATO: When did you decide to support that., sir? Do 

you reca 11? 

ASSEMBLYMAN ADUBATO: You never heard that from anyone in . the 
· Industry? No one ever to Id you In the Industry that the Governor· was aga.i nst 
our JUA bill In his official position? 

COMMISSIONER MURPHY: No. 
ASSEMBLYMAN ADUBATO: I bel I eve that naturally, but no on& In the 

I nd'ustry ever sa Id that Governor Kean had sa Id, when he was running . for 
Governor;..- And, I have the quote here, and I have the official document. In 
fact, it came fro~ the lnsur~nce News Service that printed th~ tota.l article. 
Nancy Blethen was good enough to mat I me a copy when I cal led her. I think 
that i.s her name; maybe I am mispronouncing it. If I am, I apolog!zeo But 
when I ca I I ed the Insurance News Serv Ice and Nancy BI ethen, because the 
Insurance News Service had printed an article during the gubernatorial 
campaign saying that Governor Kean-- And I was the only legislator mentioned 
by name. I was so proud of that. But, of course, they mi sspe I I ed my name 
too. It Is not Smith, but that Is okay. That ls not important. 

What Is Important Is, Is that the Insurance News Service carried 
the story in which Governor Kean said that he would never sign the Adubato 
JUA Bi 11 Into law because It would cause massive rate Increases for senior 
citizens and reduce the rates of the urban drivers and the teenage drivers." 
That Is more or I ess a quote; a paraphrase of what he said. 11 I I be happy to 
share It with you; 11 1 I even give to you, in fact~ But, that is what he said 
In his official position when running for Governor based on the Information 
that was given him. 
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_ . When you·became Commjssidher, It was In the second month ot the new 
Admlnlstr/:ltlpn,; I believe. Was It february-- the early part of February? 

COMMl:SSlONER MURPHY: Yes •. 
. . . '" · . ·.· . . . .· ·. . . . . . . . . ..· . . ... 

ASS!EM~LYMAN AQUBATO: The number Item on the OelYiOcratic platform 
for th lngs t¢ ~e done was the JUA B 111. Were you aware-- You werer\it aware 
Qt thiilt, I'm s~re. How wot.JI d you be? As sponsor of that bl 11 , knowing that 
every mernber of the Governor is Cabinet who had served l n the Leg Is I ature had 
vo't~o for that b I H, in sp l te of the f.act that the Governor said he wou Id not 
slg.n if; ln<tluding the Governor's Counsel, Cary Edwards, and every other 
Rept,Jb I l ¢an in :the Gab I net voted for that bi .1 I , In sp I te of the · tact. that 
Governor Kean ~aid that he wou I dn I t s I gn It. Based on J nformat I on that was 
given to him bj, some induStry types who did not represent the bl! I accurately 
te him, he madij that decision. And, the thing I'm trying to get at is, thflt 
youhad ho kno\\iledge of this at all, and I accept that--- cominghere, right? 
tnat is a falr'.~tatement. · 

The fifedia prints ITiOst of the things you say. I mean, they may 
change th I ngs .or-- Lat me ask you th Is: Do you th Ink that you have been 
accurately reported tor the most part by the media? 
', QOMMl'SSJONER MURPHY: Yes. 

A8SEM!i3LYMAN ADUBATO: 'Generally, yes •. I think that is a good 
of>se,rvat ion. &en era I I y, they are pretty accurate. So, l t you had made any 
¢omment about A .... 1696 In an interview, do you think It would have appeared as 
sorneth t ng that ,shou Id be done or might be done-... It you sa Id It Is something 
that §h6uld be,done? 

COMM !}SS tQNER MURPHY: I can I t answer that quest I on. 
ASSE~BLYMAN ADUBATO: We)I, have you ever said It is something that 

soould be dqnef. Have you ever, In the media, In any press r.elease. from the 
Insurance Department, mentioned the tact that Assernbl y Bl 11 1696 shouJ d be 
signed into I a'I(? 

CO.MM [SS I ONl:R MURPHY: I don t t reca I I I t I ever sa Id it in those 
spec i He term.s~i i don It reca i I that. 

AS$E~BL YMAN ADUBATO: Have you ever sa.i d that Dean Ga I Io I s $1500 
thre.$ho I a 5hqu td be s I gned 1 nto I aw? 

COMMISS !ONER MURPHY: Yes, I have. 
ASSEMBLYMANADUBATO: How rnany occasions, do you know? 
COMtvlfcSSIONER MURPHY: Many occasions. 
ASSEMBLYMAN ADUBAlO: Many, many occasions .. 
COMM 1'.SSIONERMURPHY: Many occas l ons .. 

~ ASSEMBLYMAN ADUBATO: Many. How about the Fraud Bl 11? How many 
.times did you .~ay fha+ shouid be signed Into law? Many~ many occasions? 

. COMMI\SSIO~ER M~gpHYf Several.· 
ASSEMBLYMAN· ADUBATO :· Several?·•·. 
COMM(SSlONER 'M\JRPHY: Mah)', sure, whenever I have a11 opportun I ty 

t<()/J do. . . 
ASSi:MBL YMAN ADHBATO: . I would say so,. because I have them a JI here~ 

Ln a:lmos+every·· pre.ss releasl:.l. in. the not. too d;Lstarrt .. t.uturef.JGU·.•·have.been 
· ITl~httentng t,he,n, ho mc1tter w.hat bi 11 you are taJk!ng, about--- sQoqeror later. 

we. g.et tel thej,.poslfion of ~lgnlng Dean Gal Io's $l500 threshold, the· Fraud 
Blll, and the Medical Fee Schedule.· I think that l.s a tair,statetnent. 

COMM<lSSlONER MURPHY: Sure. . 
ii 

ASSEMBLYMAN ADUBATO: And, that is because you support these bills. 
COMM(SS I ONER MURPHY: That I s r i ght. 
ASSE~BLYMAN ADUBATO: But,you alsb supported A-1696, but you never 

mentioned It t<;} tho host of your l<nowladgtiil In any pross rt)lease. · · 
GOMMiSSIONEH MURPHY: It' was hardly necessary tor me to do so, In 

}view of it belMg a bipartisan bit I. It didn't reafly require my support. It 
passed unanJmo.us I y, I be 11 eve, In both houses, d Id it not? · 
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ASSEMBLYMAN ADUBATO: So, then you agreed. Did you agree wlth the 
provisions In A~1696, or did you attempt to change them? · 

COMMISSIONER MURPHY: I have attempted to amend t.he b I I I to make .1 t 
a better b 111, and that is Inc I uded In the mater I a I I sent to you back I rt 
August of 1982. I was <1tternpting to make the bl 11 a more workable bl 11. I 
didn't bring that correspondence with me today. 

ASSEMBLYMAN ADUBATO: Well, let me tell you what it is. You had in 
your letter what you cal led .primary considerations. You made a I ist of 
primary considerations. let me tel I you what you said. One, as a primary 
consideration, you wanted to el lmlnate-- Under primary consideration<;;;:, you 
suggested that we eliminate the level Ing of taxes. That WcJS one of your 
primary considerations. 

COMMISSIONER MURPHY: Flatten Ing of taxes? 
ASSEMBLYMAN ADUBATO: Yes, s Ir. 
COMMISSIONER MURPHY: Yes, sir~ 
ASSEMBLYMAN ADUBATO: You were against that. You said-
COMMISSIONER MURPHY: I wasn I t ag~ inst It, 1--
ASSEMBL YMAN ADUBATO: I'm sorry~ go ahead. 
COMMISSIONER· MURPHY: I was not necessarl ly against It. It didn't 

occur to me how It was to be accompl !shed. I thought It was a technically 
difficult, If not Impossible, thing to do. That was the question I raised. 
I am at somewhat of a disadvantage, not having the letter before me. 

ASSEMBLYMAN ADUBATO: I will not, because I think it Is fair that 
you get a copy of that, because I don't have a copy here. 

COMMISSIONER MURPHY: I don't have a copy with me. 
ASSEMBLYMAN ADUBATO: 11 m giving It to you from memory. may have 

a copy In my bag, but I don't think I want to turn around and get it yet. 
We 1 1 I just wait. 

COMMISSIONER MURPHY: We 1.1 , we can have It on Wednesday. 
ASSEMBLYMAN ADUBATO: Absolutely, but I' 11 continue. to. the best of 

my rec;o I I ect Ion for, the record. And, I I I I stand corrected if. I I m wrong on 
Wednesday~ 

· Two, you were against a one tier In the JUA. Is that a /fair. 
sta.temerit? You did not want the JUA to be a one tier. . 
. . ... ·· COMMISSIONER MURPHY: As a matter of philosophy, J , thought we 
sh.buldhave more than a single tier In .deal Ing with this. · However, the bi,ll 
prbvides for a single tier. It's law, and. l"I I enforce it. · · · 

, ASSEMBLYMAN ADUBATO: Commissioner, I wl 11,. in al I 
. everyone, I will get off this, and we'll walt-~ 

. COMMISSIONER MURPHY: We I I I get the I etter. 
ASSEMBLYMAN ADUBATO: (continuing) -- to Wednesday. 

letter. 
COMMISSIONER MURPHY: Wei I, I have It too. 
ASSEMBLYMAN ADUBATO: 11 I I respectfu 11 y 'wa l t unt i I we both ha.ve it, 

and we can discuss It Intelligently, because certainly, my memory Is suspect 
too. But, I th Ink It Is a fa Ir statement for the record to say that, to the 
best of my know I edge, you have never put out a press re I ease endors Ing 
Assembly Bil I 1696. . 

COMMISSIONER MURPHY: On the other hand, i ,think it should be fair 
to note that it was never necessary for me to d6 io. 

ASSEMBLYMAN ADUBATO: I I m not say Ing it was or It wasn I t. To the 
best of my know I edge, there Is on I y one ment I on in a I I the press re I eases 
that you've issued since you have been In office, and there is one phrase In 
one of those press releases where you mentioned the bi! I at al 1-- In al I of 
your press releases since you've been here-- just one phrase at one time 
where you mentioned the bl II. 
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l' ! 1 m gp Ing throqgh th Is Jor a very gooci reason. . On September 30, 
1'982, in a stcirv In the Phi ladelphla Inquirer, yol,l are quoted_ In this story, 
<;1nd I w! 11 not jgo through the quotes -of other people and lobbyists-- "State 
ihsµrance Comml$sioner, Joseph Murphy said, ther~ are some things Within the 
J,,µA, the ~oJnt'Underwriting Association approach which are probably helpfµ,I. 
I· don't want tq/lnd!cate that it has no value in and of Itself.. It does, of 
cpurse. ·· It w_l 11 be a convenience to producers and agents~ and to the extent 
rt is helpful 1o them, to an extent It ls helpful to their clients, thf:l 
tnsuraru::e pub I I~~ But, it won't reduce rates, <;ind It won't reduce assigned 
rts,k poo I in /:Ind of ltsel f • 11 · 

Later on in the article, It says, 11The reason you supported 
Adubato's btll .is that In l_egislation, which you recognize Is the art of 
cpmprom i se, you~ wcint to get as many peop I e together on as many th I ngs as you , 
6i:ln. Sortie peop,le ~ espec la I ly some I eg Is I ators, very much want th Is bl II• 
What we are tryltig to do Is to put together someth Ing that everybody can 
sypport. · Ttierlii is no harm In the b I U, and In some ways, it Is a step 
fprward," Ml,lrpht said. Is that a fair observation of your quotes? 

COMMl$SIONER MURPHY: Yes. 
ASSEMBLYMAN ADUBATO: Thank you. 
COMM l'SS I ONER MURPHY: Cou Id I add one more point here? 
ASSEMBLYMAN ADUBATQ: Go ahf:lad~ 
COMML~SIONER MURPHY: Mr. Sbumake handed me a note to remind me 

that he represented me and the Department and test If i ed for the bll I before 
ypur Comm I ttee, ,. and a written statement was read~ 

. ASSEMl;3LYMAN ADUBATO: That Is very interesting, and 11m sure if Mr. 
Shumake s~ld it, he did it. I don't remember~ but I would accept Mr. 
$hµmakets comme,ots. But, I certainly don•+ remember them, and I admit that. 

COMMLSSIONER MURPHY: Wei I, Mr. Shumake volunteered to submit on 
'1' ' :_·_ . ' ' ,, . . ' . . . : . ' .• . ' ' 

Wednesday a cdp_y of the. statement he made before your Comm! ttee. 
ASSEMl:3LYMAN ADUBATO: . That Is terr I. f le. So, there Is a statement 

9n the b i.l I .• 
COMMlSS IONER MURPHY: 
ASSEMBLYMAN ADUBATO: 
COMM I SS I ONER MURPHY: 

Yeso 
Oh, that Is wonderful. 

In favor o.f the bi 11 on beha I f of the 
l))epartment. 
1, ASSEM$LYMAN ADUBATO: Oh:, that Is wonderful, but I don't want tb 
rose your attitude .on the blllo , I don't want to lose your art ot compromise 
In some-thlngth~t yqu said ls not harmful, and In some ways, does some gpod. 
Tha,+ ls -the same bLI I that the Governor of this State, when he supported it, 
sairj ii; was theirriost dramc:1tf C !h Ing· to_ happen Jn _the_State of· New Jersey over 
1:ihe pa~t• d~c?de, >ih _$plte pf the Jac:t.that lt 9oesn 1 t_c1ddre5sall_ of the 
problems. ·. He ;~ald, . i:n. hl s 'press ·, qonferenc::e , that It Was. oh,(:) of the mpst 
rp,eanlngfu I Pa9kciges ever passed in .tti Is Stat~, .but certc=J Inly, you and•'. the 
Gc>.ver n,qr ti ave { r, I gtit t9 dJ~agree e > / , ·.· .··.·. . ..• · . . · · .. ,. ·.·· .... '. · ·.· < . . .·. . .·, . · .. 

··. •, IWO\J)i9 refer'~.ulckry to<tn~t klnd 'of .• c:.1 !mate and_the-··tac! __ thathot 
. , . "in. 6.n~ iotervi ew ., in th~ · me~la did anyone. ta I k about this bl I I . fror Your 

'DepaFt~ent, .. wl.th .. the excepfJon_. qf--,, i'.\lt acce_pt Morgani5 c:ommento. ·. Morgan_··has 
·· t:>een very helpful to The_ .Cornmlftee, and l wan+ to put that on the .record. 
Morgan knows ttj'at I amnot foo qu I ck to comp 11 ment, but he deserves it. He 
has been very he I pfu I. 

· Up unti I February 6 of l983, from July 1982 unt i I February 6, four 
days before the. bl 11 was signed, the Governor made the announcement that he 
w,as going to sign the bi 11 on February 10 at a press conference that he 
c'ailed. Up uritir that,time., the .Insurance Department of this State, through 
its Public lnfbnnatiqn. Off.leer, or anybpdy else;, I did not see anything in 
t,he media about the bJII c;:omlng from the -office specifically, except those 
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things we have already stated, and we wil I talk abo~t the things we already 
mentioned. But, four days before the bi I I was signed into law, Ann Brenoff, 
staff reporter from The· Asbury Park Press, had an art i c I e in that newspaper. 
This article was picked up throughout the State by other media, and was 
repoated ovnr and over and over again. What the article deals with Is the 
JUA Bl 11, and the Impact-- and I wl 11-- She makes a I ltany of things here, 
but I would I Ike to concentrate on this. "There is I lttle disagreement that 
New Jersey's Automobile Insurance Program Is In needed of major reform. The 
State I abors under what has been descr I bed as the country I s worst no-fau It 
insurance law, and New Jersey motorists pay premiums now that are higher than 
anyone else's. WIii those things change as a result of the law the Governor 
Is about to sign? Not I ikely, ls the general conclusion. In fact, the best· 
estimate of what this bill will do to motorists' premiums comes from the 
State Insurance Department." This ls 1 four days before the Covernor signed 
the b 111. 

· "Thomas Hooper, spokesman for the Insurance Department, said, 'The 
average Insured driver will pay $6 more during the first year, 1984. This ls 
a result of a cap provision contained In the law, which I imits that portion 
of the premium charges which are based on residence under existing law, 1 and 
so forth and so on~ And, he talks about the cap provisions in there. 

"The resu I ts of th Is w i I I mean that some prem i urns w I I I go down, 
such as those in Newark, Camden, and Jersey City, residents who now pay high 
premiums and who wl 11 benefit by the geographical cap of the new law. Some 
57,000 car owners of New Jersey's 3.9 million motor pool are expected to see 
reductions from this provision. But, the money those drivers would have paid· 
In premiums wl I I have to be made up by those who live in the territory which 
previously enjoyed lower rates because of the area· safety record, 
specifically the suburbs. Just about everybody can expect an 11.5% 
Increase," and so forth and so on. 

Now, In fairness to Mr. Hooper, that Is another paragraph that sort 
of s I ides into that. I · don't know if that Is re I avant to Mr. Hooper I s 
statement. l'I I ask him, but the way I read It, I don't know if he said that 
or he didn't say it. But, on the quote, the effect of this article, where 
Thomas Hooper, the spokesman for the Insurance Department, said, "The average 
insured driver wi 11 pay $6 more during the first year. 11 And then It goes on 
to talk about the capping. 

Subsequent stories on this by Ms. Brenoff to legislators In Oceah 
and Monmouth Counties specifically brought about statements that the 
Insurance· Department says, 11The restructing of rates to give city dwellers a 
break will mean everyone else will pay an average increase of $6. 11 This is 
the fo 11 ow-up story. This Is on February 9 from the to 11 ow-up of .. the 
Fecbruary 6 story. 

· "And peep I e go on to say that they were never to Id about that-- . 
different Senators. And, If they had known about that that the fact ot the 
Impact of this ~egislation would cause a $6 rate increase for every average 
good driver in the State, they never would have voted for the bill." 

Comm I ss loner, I I d I Ike to ask you, s Ir, Is It your observation that 
the implementation of Assembly Bil I 1696~ as an Impact, wil I cause an average 
$6 increase for every other good dr Iver In th'!s State, outside of the cap 
territories? 

COMMISSIONER MURPHY: 
Department has prov I ded here, and 
This exhibit speaks for Itself. 
together, and we 1 1 I make-~ 

Al I can say is, what• our Actuarial 
you have a copy of It-~ That Is Exhibit F. 

We have the Ind iv I dua I here who put this 

Commissioner, let me help you. I do not ASSEMBLYMAN ADUBATO: 
cha I lenge any actuarial data. I accept that.as totally accurate. 
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Let )me . repeat the question as was reported In the. media. ilThe 
lnsur.ance Depaptment says,· the restr'uc::turlng of rates to g Ive cl ty dwe I lers a 
break w I 11 me~n everyone e I se w 111 pay an average Increase of $6.11 That is 
,what thJS .says~ It doesn' 1 t talk about capping of-- It doesn•t talk about 
anythlr,igo . If, says, i•€yerybody else, as result of the impl.ementation of 
Assembly BJ 11 1696, wl 11 pay $6. 11 Do you agree with that statement? 

. COMM I SSlONER MURPHY: I don I t agree w Ith the statement as stated, 
1 ... ,.. 

ASSE~BLYMAN ADU8ATG: We 11 , If you don I t-.- Go ahead. 
COMM{ SS IQNER MURPHY: Sir, I agree w I th the statement as 

pr.esented It i,~ my statement to you, and I et me read that In context. 
If Y'i:)u w i 11 turn to page 6, item 7, It In response to press inqu I rt es 

about the eftJ.~t of the.c;:ipplng provisions of.A-1696, our Press Officer, Mr. 
H¢>oper, dealt }~Ith the average, not minimum, Increases on uncapped cars.II No 
refer~nce Is itjade to good or bad dr Ivers. The reference was to the effect 
on cars I Ii 1:.1116a,pped terr ltorles, and the $6 est I mate ls supported by th Is 
data~ That Is, ah average f I gure; that Is rfot every car. · 

ASSEMBLYMAN AbUBATO: I .· am not cha 11 eng Ing that data. 
Gomtn I ss loner, I th Ink that i ~·· very accurate data. 

Again, 

Let lne get back to the question. The ques"tlon, not your answer, 
was to show. documentation that would proye that as a result of the 
implementatlon;on Jqnuary l, 1984, the so-called Adubato bill~ Adubato/Gallo 
bi ·I I, . or the ~ I ,1 o/Adubato b 111, accord Ing to whether you are a Democrat or a 
Repµbllcan, in- $pita of who the real sponsors are--- Regaqlless of that, what 
I gm asking ybu, sit, Is on January l, 1984, as a dlrect lmplernentatlon of 
that bill, lsjtan .accurate statement to say that the .lnsurance.Depar-tment 
says, '1The r~stru.cturlng pt rates to give City dwellers a break," meaning the 

- cappH1g, 11wl •I l!mean everyone else wi 11 pay an average increase of $611? 
COMMJSSIONER MURPHY: Now you· stated the question a I lttle 

dJfferently. Jverybody-- . . · 
ASS~~BLYMAN ADUBATO: No, 11m only reading what was in the 

newspap.er ~ 
. GOMMJ.S5lONER MVRP.HY: 1. didn't write the newspaper. 

ASSE;MBLYMAN ADUBATO: We.I I, they are saying that that was given by 
Mr. Hoqper. 

COMM,ISSloNER MURPHY: I am content to stand on the statement I make 
in my responsEil'. Now, I f you wou Id I lke to ta I k to Mr. Hooper, talk to h hti 
I ater. . I d I dn 't make "the comment. 

·. ..· •. ~SSEMBLYMAN.APLJBAT~: No, I'm only>asking what your Impression Is 
. of the impact. ' Lef me ask . I t th I s. way. . .· .. 

. · .. · .. ..coMMJSSlONER ML!RPHY: The lrnpress Ion of the Impact Is as 
It i>S Q<Dlng to di Her bY territory, by risk, by classlf ication, but 

· to th! s actuar.,t al • sheet, it w I I I, average about $6 In the 

t·stated. 
accord Ing 

uncapped 
terr i torles. · ..• · . 
. · · •... · ·• ASSE;~BtYMANAqUBATO: So, would It be a fair statement to say that· 
_:whertthls biJhjs linplemented, tha{ as a tofoJ in1pactQf Assembly Bill 1696, 
, that some peopJe wi 11 go up $6, some peop I e w I 11 go up less than $6, Spme 
p~ople more t~arl $6, a.nd 9nly those people. In the capped territories wll I 
have a decreas~. ts that a fair statement? . . · .. 

COMMlSS I ONER MURPHY: That I s genera 11 y the thrust of It. 
ASS.i;:MBL YMAN AQUBATO: Okay • 
COMMJ SS I ONER MURPHY: May I -say It another way? 

· ASSEMBLYMAN ADUBATO: No, I heard what you said. 
· COMM:ISSlONER MURPH'f:. It ls a redistribution bf the 

ASSE~BLYMAN ADUBATO:. I heard what you sa Id, and I I m go Ing to he Ip 
you. CqmmlssLoner,. how many people are In the Assigned Risk Program in the 
Sta.te o+ New Jersey? Do you know? · 
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COMMISSIONER MURPHY: Yes, approximately there is about-- Well, 40% 
of our market is In there. We're looking at-- I've got the exact figures in 
my bag. 

ASSEMRLYMAN ADIIRATO: 
COMMIS!:ilONc.H MURPHY: 

Approxlmately. 
It ls about 1.4 ml I I Ion. 

ASSEMBLYMAN ADUBATO: 
being good drivers In a sense 
points? 

How many of those drivers are defined as 
that they have no chargeable accidents and no 

! 

COMMISSIONER MURPHY: I think about three quarters of them. 
ASSEMBLYMAN ADUBATO: 

accept a million? 
Would you say about a mi 11 ion? Would you 

COMMISSIONER MURPHY: would acc~pt that. 
ASSEMBLYMAN ADUBATO: How many of those peop I e have co I I is ion 

coverage? 
COMMISSIONER MURPHY: really don't knowo . I w6uld--
ASSEMBLYMAN ADUBATO: 

It is okay wi~h you? 
Do any of your actuaries want to help you, rt 

COMMISSIONER MURPHY: Well, I don 1 t know whether It is an actuarial 
prob I em or not. If anyone wou Id know that--

ASSEMBLYMAN ADUBATO: I know. Does anybody in your Department 
know? 

COMMISSIONER MURPHY: don I t know. , RI ck? Let I s see who we have 
here. Warren, would you have an opinion? We can produce it; we just dontt 
know. 

ASSEMBLYMAN ADUBATO: 
are some people In that mil I Ion 
maybe one--

For the sake of d I scuss ion, I et' s say ther!:3 · 
who are good drivers and who have collision, 

COMM I SS I ONER MURPHY: Oh, undoubtedly there Is a number. 
ASSEMBLYMAN ADUBATO: . 

thousand, maybe--
Maybe sever a I hundred thousand, maybe 480 

COMM I SS IONl:R MURPHY: . Well, if you have the numbers, 11 11 accept 
·them. 

ASSEMBLYMAN ADUBATO: I mean, I arri just saying, somewhere between 
one and a ml I I Ion people have cpl I is Ion coverage. 

COMMISSIONER MURPHY: .sure, that Is- right~ 
ASSEMBLYMAN ADUBATO: Wou I.d. you accept the fact that 85% of the 

people In the Assigned Risk reside ln suburbia, In rural New Jersey, and lass 
than 15% reside In al I of the urban areas of New Jersey put together? Would 
you accept that fact? 

COMMISSIONER MURPHY: WUI you state the facts again, please? 
ASSEMBLYMAN ADUBATO: 85% .of all the drivers )n the A~slgned Risk 

Program 11 ve In suburban and rura.l NeW Jersey, and on I y 15% 11 ve Jn al I of 
the urban areas-- al I of the cFtles In the State of Ne~ Jersey. 

COMMISSIONER MURPHY: That may wel I be right. I would I ike to 
check that, but genera 11 y the Ass I gned RI sk p I an fo I I ows the di str i but ion of 
vehicles throughou~ the State. 

ASSEMBLYMAN ADUBATO: Wei I, let 1 s find out~ You have al I of your 
brain trust here. Is there anyone who would .!Ike to offer an.oplnion,·s1r, 
wl th your perm I ss I on, If that Is an accurate statement? Is there anyone In 
the Insurance Depar.tment? I be 11 eve you have your Ch I ef Actuary here, your 
Pub I le Information Offlcer~ your Assistant Actuary ts here, your legal 
counsel is here. Is there anyone In the Insurance Department who knows If 
that figure Is accurate or not? · 

COMMISSIONER MURPHY: Mr. Cooper is here. Warren, do you have an 
Idea? 
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W A R R E ft . G' 0 o· P E R : The flg:ii.lre which> w,as glven was determined 
Wtfh j:fi .1"h:e p6I tly ra·nge. I don I t know the exact amount. It cou:ld be l5,, ri. 
6r fat . 

ASSEM~lYMAN· ADtJBATO: I'm sorry, I can't hear you. 
. . . .... · ... ·. MR, CQOPER: . I sa Id you are abso I ute I y r I ght. The p I an popu I a·fci'on 
L;S weighted hea'.'li'ly lrt fhe non-urban territories • 
. · .... ·· .. ASSEMfLYMA:N ADUBATO: Wei I, I submit to you that 85% of the, plan Is 
the nbri~Ut-ban ~rea. That Is a fact. I .cha 11 enge you to d I sprove It, Mr. 
Cefeper, bf anytpdy el.se who would I Ike to--- with data. 

is it, a i sd true that when you e 11 m I nate th!:3 Ass lgned RI sk and you 
i rilp I en\ent A-'-169~ on January, 1984, 'that those peop I e In the Ass I gned Rt sk who 
afij.pay1ttg.3b%imdretorcol1Jslon premium, who have a good driving record, 
\l'IH i their prem1um go down? · 

GOMM l ~SI ONER MURf'HY: We 1.1, my reco 11 ect ion of A-1696 Is that the 
18'0 fate ~ii 1.b~ the rate to be used by--
' ASS'EMBLYMAN ADUBATO: Yes, but aren't those people now paying 30% 

:fuor'e thah th~ I so rate? 
' COMMISSIONER MURPHY: Some of them are, yes. 

ASSEMBLYMAN ADUBATO: No, no, not some of them, sir. 
it them •. 

submit a 11 

'GOMM'li$S I ONER Ml:JRPHY: 
hlgheh that l's +r·ue. 

On the physical damage side, I believe It Is 

ASStMIBLYMAN ADUBATO: We 11 , I subm It to you that It Is 30% higher, 
WOu'fd some of y6u·r actuaries llke to help me again? Maybe it will help both 
'o.t us,. Mt'i. 'Cooper, wo1;1 I a you 'I Ike to respond? 

l . 'rvtR. C,OOPER: Yes,, the base terr I tor I al rates that app I y w I thin the· 
'pla'n ,i:;tre 30 :pOi'.tits M siher them those thca-t shown for ISO. 

AS(S'E~BLYMAN ADUBATO: Thank you, sir •.... 
"MR,:. CQOPER': That ls in Heu,ot a class plc,in. 
ASSEMBLYMAN. ADUl3ATO: Thank you., sir, .. 
'f4R,. COOPER: (lnaudlble) ,a· ·class plan' as ,1.so rates do so .on 

'chi~rage"', 'they cbme out 'the same. 
'ASSE'.·r.-,el·U'f'MAN 'AOUBATO: Thank you, s Ir.: .. It. ls 30% hlg.her. You :know, 

there Ts lhdusf;ry jargon, and there. Is what peopl? pay for the Ir premium,. It 
Fs ,30:% higher,, .. ish'1 t that what yqu sa.iitl,. for the rec.ord? Is that your 
.dpeh'ing stafemen't? 

MR.·COOPER: I sal'd the base rate. 
lli1R. Q©OPER: ~OJ higher•. . 
'ASSE:MEH.:YMAN ADUB'f\TO: I've manage to learn that, too, from you. 

bka'y:, so they ~re pay! ng 30% more. 

. :d . COMM'ISSIONER MURPHY: No, I t_hlnk ln al:I fairness,; yo·u ;should h.ear 
-';, 

'wlia't he said. 
).SSEMBL.\'MAN ADUBATO: 
ASSEMBLYMAN KELLY: ·1. 

I .heard ,exactlf what <he said. 
aon:1 t understand what anybody sa Id yet. What 

are •sa/tng'? .. 
. :~SSEMBLYMAN ADl:.IBATO: He Is saytng that they are paying more for. 

'fhe'ir ln'stiranc•e .• Is tha;t a. fair statement or not? Are they paying more for 1 

·. c'bl rrSlon 'i::O'ln'i':'~.ge or not? 'Yes or no? 
MR. QOOPE:R: Nbo 
ASS·tMBLYMAN ADUBATO: They're not?. 

\MR. <cO'oPER: On 'average. 
ASSEMBLYMAN ADl!JBATO: Pardon? 
·MR. {DOOPER: On average. 
·ASSE#iBLYMAN "ADUBATO: I'm not talki:ng about on a.verage. 11m 

tcHking abou't 'an individual who Is in" the Assigned Risk, 1 lvlng In Toms 
:RT-ver, 'Nei'wark, or an'Y Other terr lfory. .· Are you say Ing to me that h Is tota I 
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dollars for collision and the physical damage are the same as his next-door 
neighbor who Is In the voluntary market? 

In. 

MR. COOPER: No, the base rates are not the same. 
ASSEMBLYMAN ADUBATO: I'm talking about his total premium. 
MR. COOPER: It can d I ff~r depend I nsJ upon wh1:1t c I nss If I cat I on ho Is 

ASSEMBLYMAN ADUB.ATO: I realize that, and I already know that, and 
I already know that youthful operators get a break, but the adults don't. 

MR. COOPER: That Is right, that is why--
ASSEMBLYMAN ADUBATO: Oh, that Is right. Yes, .. I know that e We 11, 

let me say It again. I do know that, and the fact that yo~r half truths deal 
with the smallest percentage of the market Is indicative of avoiding the 
issue. And, the Issue Is, that. In the Assigned Risk, every adult class pays 
more for phys I ca I damage Insurance than those peop I e In the vo I untary 
market. Would you accept that? 

MR. COOPER: ( Inaudible) 
ASSEMBLYMAN ADUBATO: Thank you, sir. Did that answer your 

question, or no? 
ASSEMBLYMAN KELLY: That answers part of it. What about the other 

parts-- the bad drivers? 
ASSEMBLYMAN ADUBATO: Yes, now that is another story. That is 

another story. Th'e po Int here .Is that every adu It driver In the Ass I gned 
Risk who I Ives in suburbia and rural New Jersey-- not the cap territories-
is going to receive a rate reduction when the JUA Bi 11 is sighed into law. 
Now, I submit that as a fact. Would you I Ike to disprove that, Mr. 
Commissioner, or anybody else on your staff? 

COMMISSIONER MURPHY: Do you have any comments on that, Warren? 
I'd rather him handle this. 

MR. COOPER: Aga In--
ASSEMBLYMAN ADUBATO: Mr. Cooper, why don 1 t you come up here? 

We'll take the time.· Come on. Thank you. 
MR. COOPER: I would ask Mr. Boer to c9rrect me if any of my 

deta i Is are m I staken. He I i ves w I th th Is on a day-to-day basis much more 
than I do. 

The AIPSO physical damage rates are based upon the ISO, what is 
called the Alternate Class Plan. That Is an Alternate Class Plan, which was 
devised for a variety of reasons, and it does not use the regular 
classification rating classes, as there are hundreds of classes. That 
applies in AIPSO only on the liability cases, so to make up for the Imbalance 
on ~hat, the amount Is surcharged in the base rates at 30%. That means that 
certa In peop I e w I 11 be pay Ing I ass than they wou Id If their c I ass p I an 
appl led, and others wi II be paying more. It Is simply a different way of 
achieving the premium. 

ASSEMBLYMAN KOSCO: lt 1 s a different way of achieving the premium. 
It Is a different way of achieving the total premium as far as the Insurance 
company, but doesn't It-- doesn't the fact of lt--lsn't it set up so that 
people who should be paying more are paying more, and the people who should 
not be paying more shou Id not pay more? In other words, doesn I t it benefit 
the good driver with the good record? And penalizes, rightfully so, the 
drive~ with the--

MR. COOPER: No, because If anybody in the plan with a. bad ,record, 
as such, as defined tn the plan,~-

ASSEMBLYMAN ADUBATO: Does that mean if they have 6. points, is. 
that a bad record? 

MR. COOPER: That means--
ASSEMBLYMAN ADUBATO: And they are surcharged 40% of their base 

rate, plus, plus? 
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MR. COdPSR: ihat ls right, plus. . . .. 
ASSEMBLYMAN ADUBAiO: But; the Ir next-'dbot" iieighb¢f I fhe ~~ 1 

mfl' ign gr so that ar'e in the yoluntary market; i hSt.Jred by the sams Cori\pahy, 
gettfng 6 motq>r vehfcJe pqlrtts or even 10 motor vehicle points are not 

s·•·Y···r· .. •.c. h.a .... • .. r.•.·. g.9d··· .. ··· .. O ... ·····n.·•·1·•··•.: .•. •.·.·. p.·· .. e.··n.•.n .. ··• .y· .·. b·y···· .···· .. a··•·h.y ... · ·.··.c••.·o·rn··.pa· .. ·h·· y .. ·.·w .. ··.' t ... ·•.h··.·.··.· th····•e·.·· .... e. x.c·•.··.e···.·.·pt.·•·· .... !~n.·.·· .. Qf.· ·T····r···· .. a .. ·.· .. ·.v.·· .. ~ .. · ... '.·.e.·.,.f'.s .. ·· .... t·· .. ·.h···.·.·at I know on Ther. may be more., but I don't know of any more in Trc1velers, 
' MR. 'OOPER:. They are subject to the Safo-drlver lnsu.rance Plan~ ·.• 

ASSE~BYMAN ADUBATO: Nb,. let me say that again. I am iiisurEild With 
State fc1frl'l--- A[f Sf9te---- Prupac, and I am In the VOi uiitary market, arid my 
1)e)'.<t-,1doe)r ne i 9.hbor goes and ls refused H1sura11ce and, they go j nto the [5d6 I 
c1nq. they get a'State .Farm poljcy, pr they gef a Prupac pol lcy, er an All state 
pol ky. tJnder' the previous law, the previous system; l f I went o~f and got 
s:Tx rnptc:i:r vehi:r;:le polnts, a,nd I am in the Assigned Risk, ~nd Louie Is also 
in~ured with State Farm, and. he is in the volunta·ry market, artd he gets 6 
rtie;)tor xehj'ch~fpolnts on. the same day with the <same. froopef with the sc:1me 
oJfense 1 is,n, 1 { lt c;1n ·acc;;urate statement to say that I~ ln. the residual 
rn$rlket, arn: sur<':ha,n:ied 40% of rny base rate or not? · 

MR. ,,Ct>OPERi :. That ls correct. 
ASSEAAB:LYM,,M\J: ADUBAlO: And, he ls not. 
MR. ~OOPEF:t: He Is surcharg,ed, but not tofhe Same extent. 
A$SE~E3b.YM'AN' ADUB\ATO: , .How li.s he surcharged? 
MR ... COOPlt~: nrot:fg•h the Sate'-Oriver lns1.JnHiC8' Plain. 
ASStMBL YM\/1iN ADUBATO ! How? 
MR •. COOPER: .... Because, . uttder these plan,s, •. there .. are surcharges, 

amo!(i,g• a:i!U a!l1rnO$t aldi:. f ,, 11ers. in our Sta:te,. not. al I--:-· Tnere are--" 
f\\SSE,~BlY:MJ!.N AUHB'AJ()!: Wou,lid. you ter I·. us.the. corn,panles fncii'f do ii'? . 

W61.JJJ,c:J!: y;o:u tek IW" utS fhe cornpan,teg th'a,t s•urd'large .· 40% of the b'ase rate? 
MR., COOPER;:. No, they do no:f. . . . . . 
fl(,Si$1EMB'Ll'M't-iN ADUBWT<}: (corrtln•u1ng,> tor sfx points? I don't ktid"1 

if:l;le,',:, su;cc.hGJtg~d1 a;, l>esser amoun'f. . . .. . 
AS.Slt~lit:ILYMAN• ADU'ATO': Oh, w ii r I yolt te VI us the, compa11 lie'S f hcif 

,sq;rtc:fua•itg~d'.a,. l~:sserr- .. am0unt1 
' • · · MfRr., :a:@©PER.: · The r.so comp:an i es,, Traver.er "s•, Aefn:a-"

ASSBMBJJ'MAN, AOUBATd: Travele'r' s,, Netna, y,otJ sa+d. Wh.o, e>rse1 
MR. Q0~PER: Oh,, L1m sorry, here. ls-.- a+ I r-Jgh't. I fm' sorry-''"' 
.ASS:EMS·LYMAN ADUBATO: l11 m .sorry,' sJ,r,. d'o you: wanf to make a 

. '¢0'1::t'fe,etd,Oh'J 
MfR:.cO©WE:Ri: 'r'es,, t w.ant to cJea'r up a mlsun:ders,tan'd'.Jng. 
ASSE~BLYM1\N• AOUB'ATOr Oh, , clear up a misundersfandlng~ ~· rlgfif 

MR. CGQPER: A+,I rig;tvt:. T:he cotnpardes in the voluri'-fiar"y mark.et do, 
nots ba•s.e: theJrSafeDriver . Insurance Plan upon points. 

ASS'EMBLYMAN ADUBA'TO: Isn't tha.t what I saJd1 
MR: .•. Cd®PER: 'r'es, . I'm sorry,. you and f wer'e""-' 
ASSEMBE:YM'AN, A'DUBNTO': I accept' ydt1r' apold'9f• 
MR., ca,oPEFf: w,e,.were talking ab()uf d'ifferent thing;s. 
ASSBr:118.bYMAN.c A'DUBATO·: N©; we•r"e not. We 1 re n1ot' falki rlg abdu't 

d,L,ftferent thfng8: • ., .. Ytm. ql"e';. L''m not •. Go r·lgh't ahead'~ ... I acoep·t yo~r' a·pdlog:1•· 
MR •.. COOPER'r The Safe or i ver Insurance p I ans at<:t based ()ff acci de tit 

r.e.eo:r:-'dt a:1:1& on· vr0ta:rtons·. Now, these g Ive r lse fo. poinf'i,t In'· s9m'e cases, 'so 
If is, ncrf' a oire~to.-0ne>corresp0ridence,. · 

A,SSFSM~( YMAN ,ADUHATO: Wh,:1t' rli:)e!'\ thnt h'IWEl to do w I th what I sa.f;d•?. 
Mk •.. COUPLE: Jt1e plilr son w,ltl, s IX' pol nts wi 11 IIOl"lllcll I y--'"" 
ASSEMBLYMAN: ADU8M0: WI th n'o ace i dents---
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MR. COOPER: (continuing) 'i- .wl·ll normally have had a vloiatlon.or 
,·, an accident that gave him those points--

. ASSEMBLYMAN ADUBATO: . Oh, rea I, I y? . 
MR. COOPER: (continuing) --:- ~hd that wl 11 give him a surcharge· 1n 

the-""'.. 
ASSEMBLYMAN ADUBATO: --vo I ~ntary market? Oh, rea 11 y? .. 

' ' .· ASSEMBLYMAN KOSCO: In other. words~ if you just ge+ points, but ' 
without an accident, you're not affected.. .. 

.MR. COOPER:. Some cornpan I es use on I y . ace I dents; other' compan I es , 1 • 

and I cou:ldn 1 t tell you which ones, use.violations as well. · · ·· 
ASSEMBLYMAN ADUBATO: Get ml!3 the motor ·vehicle I ist. 

. ASSEMBLYMAN KOSCO: But, wquld It be correct to say that most of: 
the companies; the majority of them; use accidents? 

MR. COOPER: Yes. 
ASSEMBLYMAN KOSCO: (contlnµlng) -

cou Id ca·use-- Mike cou Id cause me to: have an 
Increase; but he.wouldnl~ If he got a)tlcket. 

Rather than pol nts, . so someone 
ace I dent, and I wou Id. get the 

~. · · MR. COOPER: If you were,at, fault, yes. 
ASSEMBLYMAN KOSCO: Wei I;, I 1rri Just trying to clarify things, 

because he ,Is say Ing-- . 
What I am speaking about has nothing to do 
dlreqtly has·no relat·1011ship with accrdents. 

ASSEMBLYMAN ADUBATO: 
wlth. accidents~ It may, but It 
What I am saying Is very clear. 

Let me try aga In to commun I cate. . I am suggest Ing, Mr. Cooper, that . 
In New Jersey under the old system, a good driver In the voluntary market, a: 

.good driver In the residual or Assigned R.lsk market, receives 6 motor vehicle: 
po I nts~ · If you wou Id I Ike to I ook on how you can accumu I ate 6 motor veh I c I e: 
points without having an accident, I'd be glad to share It with you •. This :Is, 
the motor veh.lcle point system; 1.t ha~ nothing to do with accidents. It may.: 

MR. COOPER: That Is what I said. . . . . 
ASSEMBLYMAN AOUBATO:' It may, but we're not tal kl ng about those· 

points that are acc'umulated by accidents. We're talking about the points 
.that are accumulated by motor vehicle violations that ~ubsequently become: 
conylctlons. Tha.t ls a 11 we are ta I kl ng about. Is that. a fa Ir statement. to! 
you. Lou? Do you understand what I 1m ta.I king a~ut? ' 

. ASSEMBLYMAN KOSCO: Yes. ' ·,• 
ASSEMBLYMAN ADUBATO: ,. I.Im sorry, Mr. Cooper,· I didn't mean to: 

·· I hterrupt you~ · Go r I ght ahead. . 
· 'MR. COOPER: The ISO plan lnvolvesvlolatlohs as well,as-- . . 

PERSON FROM AUDIENCE: lt1 Involves serious violations such as 
I . . . . . ,. .... . . , .. , 

driving whl le lhtoX.lcated, leaving the scene .of an accident; It does not 
lhvolve things like receiving tlckets:or disregarding a stop sign.· · .· · · 

MR. COOPER: Yes. 
ASSEMBLYMAN ADUBATO: Excuse me, Mr. Cooper, I don't mean to-- Fe>r 

those peop I e who don I t have the bene·Ht of your expert I se .and your 
knowledge, could you please tel I us what your position Is In the lnsurartcei 
Department? 

. . MR. COOPER: Yes, I im Chief Actuary. 
A$SEMBL YMAN ADUBATO: The. Ch I ef Actuary for the State of New 

Jersey .• 
MR. COOPER: For property and I lab! I lty Insurance. 
ASSEMBLYMAN ADUBATO: For property and llabl I ity. Thank you, 'sir. 

All right, then we are talking to the expert. I'll say it again, because 
certainty I'm not an expert, and neither Is anyone.else here at this tab.le. 

. Mr. Cooper, Is It a· fair statement to say that in the old system,, 
wh I c .. h means pr I or to Assemb I y B 11 I .1696 be Ing s I gned Into I aw on February 10, 
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ms~} thpt t\"O peopl.e, one:ln th~ Asslgne~ Risk, t.nd one in the vqluntary 
rngfk.~t, i nsYr€ld 9Y the s1:1me company~ .w I th. Jhe sarhe car, same terrJtory, and; 
!?arne cJrlYing .record, both receive. 15··. motor vehicle points that are not the 
r.esylt C>t .cmy accident~ Is that possible? · · 

MR, ·COOPER: Yes. . · ·. . ,,· 
.ASSl:MB.LYMAN ADUBATO: . Okay. · The lhqlvidu~I In the Assjgfled Risk~"" 

Dcies he receive pn increase in his pramlUms as 1:1 result oJ those points? 
MR .• QQQPl;R.: Yes. 
AS.SliM.BLYMAN AD0!3ATO: Qoes the person in the yol untqry m9rk.e't 

reqei¥e Rf'l inc.reqse as a resylt of those polnts?. 
MR• !300PER: He may • 
ASSl:MBLYMAN ADUf3A10: Tell mia h6W. 
MR. COOPER: Because there are c:h~rges tor serioqs ylolgtlons,. st.!c:h 

qS driving ~t:iHe lnto~icated, leaving the scene of an ac:sldent, arid other
$,99h th i ogs as qre In the byr13au i'neir,Lia I.~ 

. J\SSl;MBLYMAN ADlJBATO: Al I right, Mr~ Cooper. (:lm not going to let 
yoµ gp µotil y9u respond to the ques.tlon, and 11 11 repeat It again. Yo.u r:nak.e 
two TmP,FQper u,;,.turns, and you rec:E:!i\ie 6 points. 'they are .3 points e1:1ch. You 
fqJI Ao stop at a rai lro1:1d crossing 3 tlrries. They .are 2 points, each. You 
a;e r1:1clnfl. on the highway. You r~ceive 5 points, and 11 11 inc.lude thaJ one 
,tqo~,... r1:1c:;i.ng q:n the highway, 5 points. Improper turn at a trciftic control 

.. ~J~nq!,...,,.? pQJnts. 1'1<:>w, 11 11 ask you again. 
· · In th~ ac:cumulatlon of those points, where no acG.i.dent qci:::4rs, c9n 

;y<;54 tel! me if a. persqn In the Assigned Risk I? gqfrig tQ go up 40% of his 
· q9se r-.<;1te, p l1.,1s, or not? 

. MR. COOPER: I th Ink I Ive admitted that; yes. 
ASSEMSLYMAN ADl,JBATO: Are you sa.Yl lig to rne that the peop I e In the 

v,ol unt,@rY m?irket are. a I so going to go up 40% of the Ir basE:1 or n0t? 
MR .. COOPER: 11m not $ure of the speeding vlolati911 that you 

!)1erit.iqned, For the others, no, they would hot.· 
ASSEMBLYMAN AOU!3ATO: Oh, all the other accumulation of 6 point.s, 

tu~y ~9J:1J c:1 nqt. 
M,R. ~OOPER: Not a 11 • 

. ASSl::;MJ3LYMAN APUBATO: That I ari) mentioning, I s:im saying-- I mean, I 
hc:we q Wh9 I e I it91ny that I cou Id men.tfon. . 

MR~.COOPER: I just said, I am not sure about the rac:ing on th.e 
hi ghwc:1y. I wqu Id haye to go back and. refresh my memory from the bµre!3u 
rr1apu~ I , and w.e can submit that to you If that Is your des J re. 

ASSEMBLYMAN ADUBATO: Sure. How about failure to yield the right 
of w_,ay? 

MR~ COOPER: Again, I .do not be! lave thli!t~- . .. 
ASSEMBLYMAN ADUBAT0: How aoout speeding up to 14 miles i:!QOYl=l the 

I im.lt?. 
Mg •. COOPER: Again, I --
ASSEMBLYMAN ADUB.ATO: How about speed Ing up t9 15 to 29 mi I.es above 

i"hE;l I.Jmlt? 
MR. COOPER: Aga In, I wou Id have to refresh my memory from• t.he 

P.4f'e;c1y, r:nant,Jcil I , 
ASSE;MBLYMAN AO!JBATO: A I I r I ght. Mr. Cooper, why don I t you reJresh 

y~4 r m,e.mor.y, I knqw you are the Ch I e f Aqtuary, 1:1n q you ar!:l not supposed t.o 
kn.0~ everything,. btJt th.E3 basic. qu$.stJon Is simple, anq thc1t question is, 
.p~p,[?l;-E:l are b13,ln§. ch.c;1rg.eo a. I ot qf money, some peop.l e as m.u.ch as $535 a year 
inqr::e f0r th.ree years if they have 6 points. Other people are pelng charge,d 
$BP, 9 year If tney have 6 po I nts, and other peqpJ e c;!re pe Ing charged noth Ing. 
lf they hc;iv,e 10 points under the old system. Do you ac:cept that statement? · 

MR. OOOPER: Yes. 
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ASSEMBLYMAN ADUBATO: Al I right. When you el lminate the Assigned 
Risk, and you Implement Assembly Bi 11 1696, what is the surcharge for 6 

· po I nts? 
MR. COOPER: If the bureau rates rule, as current,ly in the manual, 

become app I I cable to the Joint Underwriting Association poI icyholders, then 
the criteria wl I I no longer be in term~.of points, but In terms of accidents 
and violations. 

ASSEMBLYMAN ADUBATO: Sir, you're wrong. 1 · don't know how kind I 
can be; I've just got to tell you you're wrong. You ar.e talking about 
peaches, and I'm talking about oranges. · 1 made one simple statement. I'm 
not talking about accidents, first of all. 11m talking about motor vehicle 

. . ' . ' ~ 

violations. Now, I don't know how else to define that. Maybe you can help 
me. 

If I don I t have an ace I dent, and . I rece Ive points, Is that a motor 
vehicle violation? Would you accept that as a term? 

MR. COOPER: I'm not sure I understood the question. 
ASSEMBLYMAN ADUBATO: It is not a question, it is a statement. 
MR. COOPER: Well, I'm not sure I understood the statement. 
ASSEMBLYMAN ADUBATO: Mr. Cooper, I a pp rec I ate you testify Ing. 

don't know If you know what you said, but I don•t~ Maybe-- Lou, would you 
11 ke to ask Mr. Cooper how you accumu I ate . 6 motor veh I c I e pQ I nts without 
having an accident? Do you accept that? 

MR. COOPER: Oh, there are manY, ways. Yes, there are many ways you 
can do that • 

. ASSEMBLYMAN'ADUBATO: Oh, what do you get paid a year? Do you mind 
tel I Ing me? 

MR. COOPER: $46,000. 
ASSEMBLYMAN ADUBATO: $46,000 a year. Thank you. I have nothfng 

to say to you anymore, unless you want to say something. 
MR. COOPER: No, I have noth Ing to say. 
ASSEMBLYMAN ADUBATO: Al I right, thank you. Insurance 

Commissioner, you have asked your Chief Actuary to testify on your behalf. in 
explaining the point system. I would submlt,to you, Mr. Commissioner, that 
your Chief Actuary doesn't k.now the point system. I would submit to you that 
your Chief Actuary doesn't know the system based on his response. 

The facts are, Mr. Commissioner, that if you are in the voluntary 
market in this State, and I am going to ask Mr. Cooper to come bac~ 
Wednesday, If he would be so kind-- We would appreciate it, Mr. Cooper, Lt 
yoi.J can fit it In your schedule-- That when a person receives 6 motor.vehicle 
points in the Assigned Risk, he Is surcharged 40%. Do you know if that is 

· true or not, Mr. Comm I ss loner? 
COMM ISSI ONEf{ MURPHY: No, I don I t. 
ASSEMBLYMAN ADUBATO: You don't know if It Is true. 
COMMISSIONER . MURPHY: I w 11 I accept it as being true. for the 

purposes--
ASSEMBLYMAN ADUBATO: No, wait a minute, I have nothing more to 

say •. If the Chief Actuary of this State and the Insurance Commissioner of 
this State don't know that if a person In the Assigned Risk, when he 
c:1ccumulates 6 motor vehicle points, ,as a result of violations and not 
accidents, that he Is surcharged 40% of his base rate,, it Is Incredible. 
With your permisslon, can I speak to Rick Boer? 

. COMMISSIONER MURPHY: Sure. 
ASSEMBLYMAN ADUBATO: Because know Rick Boer knows. Is that okay 

with you? 
COMMISSIONER MURPHY: Sure. 
ASSEMBLYMAN ADUBATO: Mr. Boer, wil I you come up here, please? 
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~.:- [. ~.-:..... rii.'·:·· ·. ,· '· . ,, ' . . . . ' . "' , "' .,. tf 0; t R:. why nO't?' ... •· . . . ·.. .. . 
Ats,se:M°El'l'l'MAU ADUBATO: . E)(CUSe' me tot asldl'lg thi'S~ Mr. Boer, ' really 

$f}€Yf&~tz:tj, bllf~f f'io'W much do yqu earn wtfh the ll'lsuran.ce l)ep·artment? . ' 
. · . .· .. M'R/fsotR: lH,o·oo or so •. ·· . ·. . .. . 

·· Ass~MBt tMAN /\DUBATO-; · :$3J .ooo, . How tong have you been with the 

fo~uralnc~ :~f &;;:~+19 lifce . 191 f • .. . . ·. . . . . . . ·. 

. ·•·•·. ~$S·~f4Bl YMJ\N A(?UBAtO: _SJ hce 1911; ahd you earn $3l; 000 •.. Mr. Cooper 
liai~ bi:!ei:i wifh!: the peparfmen.t I E!SS than a year ~nd he e.arns $46;000. 
. . ·· A'SS,E.MBLYMAN' KtJ'SCOi l don't .think .that Is relevant·. · .. 

. • .·. ~SSltMBLVMAN ADUBAfO:. No; I ilii, jUst 1:r'/lttg to g~t money In here; 1 'm 
·+r:v In~ +a flnd out h()W mut,h peop I e make. · 
. • A~.S.~MBLYMAN KOSCO: Tf:lat Is hot re I eva~t to a hear Ing, though. 

AssJMBLJMAN ADUBATO! ·. They doh I t.· have to answer . It. It Is very 
b'et:aUsEi ·we, hava a value system In our society,; and, It says you get 
val4~, :_ Jt. is. very relevant. You know, I cejec+ what You are ~- '. ' 

-··-·•. M. - : - -- . . .. . . . .. 
Mt.:,:soer, you. ha_ve been I lstenlng to this. conversation,. I would 

~sk ytSu to reii Y. to the comments that were made In any way you see ft t abou.t · 
'Rew tht 'pt3i-hf'. systi:im .Wbrks for mot6r vehlcre violations ,in the State qf New 
J§rS~~ i~s H !iippl les to those people In the ,Assigned.Risk' and thQse 1 .,people 
heft in th~ As~ighEld ~is'!$, exclusive ·of accidents. . .· · ·.· .. · 

. . . . MJ:h ,reoER: dkay, the Automobl'I e Insurance Ph1n ·gerreral I y ,assigns ff 
Jtill 1i:\ttu1n1Hate_ 6 points. Tha.t cou1d be two minor moving traf.flc v,lb~atfons, 
'tht~ mH,or m?5,v'ihg traHh:: viola:tlons,. whatever it Is •. The major vo1luntary 
tv'§t'ems th:> nbt"c:harge unl8$S you ar·e convicted of somethlrig that.ts ge.nera'lly 
eo1M'sl~~f'.e'8. sit ser-'lou·s that yo1ur I lcense . Is st1spendec:L, or somethlng ii !'ke . 
tfrat;,;.,.:.. :l'l'k'e 1d•rl'1'tng Wh'l):e Jntoxlcated ·or leavitng the-i;.cene of an ,a,ccldent. · 

. H\ 't'h'e '1\'utotiiob'i le lrisurance· 1P1 an,, the surc'harge for accuml!Jilat;fon of 
t il)'ohfti;, H l r·ecof'le:ct 1t Hg;ht~ ts ·65l 1of the base rate for n,a(bilHity,, 35% 
1f'oif •&,l '11s 1r~n,.. ·afrd •npthlng- fo•r comp. · ·. · · 

· ::ii/s;s~Bl ¥MAN ADUBATO,: · 'Mr • :aoet ,, ,tha'n·k yo1:J.. 
:~R1.JBOtR: Y6u 1t,e we'lcome. I · · , 
~s·sie)ifBLY.MAN ADHBATO: I have no other questlons; ,s:lr, .. 

. . . . 1tt1ov1~ri-g rlgihf a'long!, do y·o-u '.ha-v,e a-hy questions,,· Assem'blvman 'Kosco, 
16\f (~'h. 'Goo\p~r ·<{r lfhe Tnst,irance 'Comrtl'issloner? . 

~ss,itlilsLY~AN .::~osco:. No ,, " .·." ,· " 
-~·SS'E!i11!31LYMAtil AOt;JSATP:: . Ass:em'bl yman }Ke 1 ··1 y, do· 'ha"ve any. ,ques'trl,(:>ns ,<::>'f 

~r,,. 1~~p~r,~~;~[t ¥:~:u;:z~~ :Q<:>'~t~ ssloner? .·. 

'. . ts:s"jg~IB!L'¥tv1AN ADUBATO:, ifh~n:k' ,you,, ·g~l'.ltle1T1en,.' "MoN'.1:t19 r·I gM· atl,e!mg, 
1w'.h'e'.h 'ydu 1e11iri'itihi;a'.lf.e the ;A'S'S'.fgtred 'Rhsi<~ ;and' yt>.y' hav,e n6 •poilht-s :f.0r ,mov+ng 

·.· \.-lfo,1,a1"'lon's., 't~u ·ca!h'l'l.0t be char·.ged mor·e Than. $'.1()0,~. That I'S the Jaw,, and that 
:ts th"e 'ontry iwa,y lit Is going 'to .be impil'-em~h'teo·. .. . . . . . ·· 
. . . . . . ,, in, 'A--!1'696 w·e 'al,~d red,ucetl . The, ·raJt:es for (S;Vlmy ,profl+e of :the 

' . 'i;i'Vei:a~re !fti'rtfi'rl 'I'll 'tM s . S<tgte, no ma:f,ter what ·terr:i 'tor,y l'<fi,he;y. ,flvie +ri;;. tha't' 
!;b?ii'ng ;1fhr'-~e ~h.g ·o.ne-:-ha l·f paop l'e,, a youfh'.N:fl ,opera"for- as -a .pa,r-t-•"N'me drlv:er-

/tt:6 'ff)~;t'f~r :w'h~af '.t,err,Ftory ln the 27 'terrTlor-les fh~Y :I Ive 'ia'n., ,as a -dtrect 
•r~stiff'~ ·b'f 1\':..iJ06~6, 'they have -a rate reduction~- ,eveny ,se.nJ.or :clii':i'z,en :l·.n th:i$ 
't1i¥1:i9"'e••.·· --'Ahli 'ii: '1wou+o .'li"ke to as'k :ayou now;·._Cbmmisslcmer""-°Ther,e ar.e !SeMera:I 
tpftJ,vli~&lio'trs •rh 'A'S'Se'irtbly iBI 'H 'l'696 .'that •:at,;e ·lrrtp'leine'hted anti a:eWf.ec::;:t'.h"".e. :<:be'f:orre 
d8ri'i:.iat'·y :cl,, '1''9fi4•. . ''Would )you share .'W'ii'"h 't'M 'S .G()min ltte·e ,wha!t 'thos:e ·pr-ov+s ions 
-~•rie? · 

'GO~+SS'I ONER 'MURPHY· 
~'fi~p~l:·r>cMH'l'e •r,easonably soon. • 1 
l115S:1I1;'a•e,., 'alto '.t't!l'I ·call. a,galn on 

'Well,, there are bu'Flt-1,n ,.d+·scoun·ts ifhait are 
cah 1.:t. g:tve you 'the · exac1t ·deta·I I on l't,., b1.ist A 
'my Rating Bepar''tment, ·to ':bring •us-- . 
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ASSEMBLYMAN ADUBATO: Excuse me, Mr. Comm Issi oner, I apo I og i ze. 
We're changing the tape. 

Let's continue. I apologize, gentlemen. May I have your attention 
please? I'm sorry. You can feel free to confer with anyone. . . 

COMMISSIONER MURPHY: Well, again, I was just conferring wl'th Mr·. 
Boer on that question you asked. I said the Increases are being Implemented. 
A number of companJes did It last month. 

ASSEMBLYMAN ADUBATO: I'm sorry, you lost me. What increases? 
COMMISSIONER MURPHY: Decreases, I'm sorry. 
ASSEMBLYMAN ADUBATO: Oh, decreases. , I thought you sa Id 

increases. Oh, decreases. 
COMMISSIONER MURPHY: Decreases are being implemented currently. 
ASSEMBLYMAN ADUBATO: As of what date, sir? 
COMMISSIONER MURPHY: I think as of Apr I I 11. 
ASSEMBLYMAN ADUBATO: What decreases are we talking about? 
COMMISSIONER MURPHY: About the at least 5% decrease. 
ASSEMBLYMAN ADUBATO: At least 5% decrease tor what? 
COMMISSIONER MURPHY: For senior citizens. 
ASSEMBLYMAM ADUBATO: Oh, for senior citizens. 
COMMISSIONER MURPHY: I thought that was your question. 
ASSEMBLYMAN ADUBATO: Oh no, I asked the question. I said, what 

provisions of Assembly Bl 11 1696 are now In effect in this State by law? 
That is the quest I on. ' 

COMMISSIONER MURPHY: We 11, that sect I on hav Ing to do w I th the 
mandatory discount for senior citizens is in effect, I believe. 

ASSEMBLYMAN ADUBATO:. You believe. 
COMMISSIONER MURPHY: Agaln--
ASSEMBL YMAN ADUBATO: Okay, I I I I accept that, but has there been 

any Information to the pub I le Informing the senior citizens that as a direct , I 

result of Assembly Bl 11 1696, they are to receive a 5% reduction in their 
premium? 

COMMISSIONER MURPHY: No, none other than the genera I pub I i c I ty 
· surrounding the enactment of--

ASSEMBLYMAN ADUBATO: No statement from the Department. 
COMMISSIONER MURPHY: Not on that point particularly. 

rev I ewed the press re I eases. I I m not too sure that the-
ASSEMBLYMAN ADUBATO: No press release on that. 

I haven 1 t 

COMMISSIONER MURPHY: 11m not too sure--Have you read any--
ASSEMBLYMAN ADUBATO: We 11,. I am. I read a 11 of your press 

releases, all of them, since the day you came Into office. 
COMMISSIONER MURPHY: Well, my recollection was that there was a 

reference to a discount for senior citizens In describing A-1696, but I-
ASSEMBLYMAN ADUBATO: There isn't In any press release you've ever 

Issued, and 11 1 I stand on that, and you can check It. 
COMMISSIONER MURPHY: Well, my recollection was that there was 

none. 
ASSEMBLYMAN ADUBATO: 11 m 1gl~lng you my recol lec.tion. 11 m saying 

' ' ' 

you haven't done It. But, that is not Important. What is important is, that 
by law, that was supposed to go into effect 60 days after the effective date 
of A-1696. This bl 11 was signed ,Into law on February 10, 1982, but the 
effective date was back to January 1, 1983. I said 1982, but I meant to say 
1983. . 

Now 60 days from January 1, 1983 wou Id make it March 1, and as far 
as I know, It was not done.on March I by law. 
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CO~Mt·SSH)NtR .MURPHY: l't Is my lnformatl6n that the effettlver date 
cH fl'ii:3 act l's tHe date It was signed, artd not January 1, 1983. At feast I 
~ias · ~o' ~ldv ,, sed k~ . . 

l-.s.s.E.M.'.BL'ft.l·'·AN.· ADUBAT.6; .M. av ... ··.,.· re.···.•.spec;:ttully-..... I dlsa•g.ri:38 with.you .. ·., not 
lYejng a lawye;r; but I re.al lze how people could take that position. I 
~1-~agf~e ~lth :ydlq and the .. Important. th Ing Is not whether we agr~e or. 
a I sagf ee; but ~.HaJ the I ega I peop t e are go! nf to say. 

k.et 1t fake February i O as the effect Ive date. What Is today I s 

boMM /\;s I ONER MURPHY: May 2. . 
ASSEMBLYMAN AbUBATO! fs that more than 60 days from February 10? 
coMMfl§g I ONER MURPHY: 
AS~EMBLYMANADlJBATO: 

sure, . . . 
· When was It Implemented? 

i said In the. f.lrst part of Apr I I, in answer COMMISSIONER MUF<PHY: 
+@ or-I~ of your {ofher tjuestl6ns., 

ASSE~BL YMAN AbUBATd: Oh, It was Imp I emehted. wasn I t to Id that 
$ecause I .. kept asking the Departrnent, and I was . never to Id it was 
i mip I ementea; :, · .· . 
· •.·•.... · .... · . COMM l $SI ONEH MURPHY: . . . Let me ver I f y that w I th my troops, but I 
ufidij'fstahd tha-f to be the situation .. 

Yes, '.:ll 80 1 s t I 11 ng Is effect Ive Apr 11 l l ~ There are other ones as 

AOUBATO: Get counse I • I know what the other 
pfd1iHsidris aret I want to know If you ,know. 
{; . COMM rss I dN'ER MURPHY: No, no; fherEl are other f.i ti rigs, I said, ln 
a'dd i t•i ocr1 to · 1 sci\i s • 
. c .· ... ··. ·•··· ·.···•····· ASSE'MBLYMAN Al)UBATO: . 1 im sorry. Commissioner,. wH I you respei>rnd to 
a queSthiith by ,)\ssembl yman K9si;;o? .··. ·. .. . . .. ·•... . · .. · . 

'OCJMMl;SSlONER MURPHY: ·cou Id :I ·Just--,, There ls. just one thfng mor;e, 
~SS~MBL YM~N. ADUBATO: Yes, go rJ ght ahead. Go r I ght .. ahead. 
'COMfv1'1 1S'SH)NER MURPHY: . Mr •. Cot,;pE!r reminds me .. that . 1ln March, .· we 

fre#+H'~r8 alt +:Hers of the efhictlve da·+e under our lnterpretatl.on of the 
•rrrailiit:Jatory d'Fs\:¢Wn+c, afrd they are fl 'I Ing< 1,n .. comp I h5ncewlth that. 

J.\SS:E~Btir'MAN iA[)UBATO: we! I, wlfh these latest 1l•ncreases. that '10 
have 'here,. any ?f. these l~creases that .go. ,Into effect-... For instance, the 
sohs.Ta1n'h. Odes tha.t have anythlrrg to do wlt1h anytMng? .· The. June l ,dead I ;j,ne 
Wner~ S'tD~edhe, . 'I . thi A'k, you . sa'i'd and . t:he Governor sa i d that i f . we doh I t pass 
ff-iose three.ib'iit;I~, that.yo·u .are goln,g to strang'le the Democratic party. ·1 
fh!Hrrk that wa's;,;, the quote·. . Ana•, that ,1 f .we don't pass I those thi'ngs that .... 
fhat il\f '\iJ<e •dn,,f"you'1ll rescind.'' That. is .i;I cruote. In two article~ lt says 
(ire•scW6d~n····· 1'A:l'ro:.t'her artlc::le Says,, "rescind or reduce the :$33 constant.•• Does 
'.fh,a't :ft•a.i,te 'any :pl(ay ·on the 5% at al I? . 

'00~'1~SIF•N8R !MURPHY: 't(.Jo,, thls Hncr'ease., . If n goes lnto effect, 
· '\lli'.1 i1 · :6e ,Jun~ lf 

, . . . :A'~:$EMB'LYt-1AN ADtlBATO: 
~~331. Go i,htea\d • 

'COfv!MifSS 'l'ONE:R MURPHY : 

Decrease, slr. 

,an ~,tine 11'- 1 . . . . .· .......• 
u . . • f~Ss:e·M~~Yrv1AN ·ADIJBATO': . Ok~y. I ,want you to know o"MlclalJy that ,we 

iar-Ye ';~oW,i-rg TO .·contest what .Yo'U did: •. Our counseil. has •Said. to ,us on repeated 
'~cc1ii':\l;6nis/!,>> 'ln1cluffi,ng fhe ·Go·vs,rni;>r 1s counsel .· ·concw"'r-lhg,, •. that ... the 
l:iimM1'¢mentait:iOh/:<Yf thls.;b'I1,1,~ ,and the.e'ffective.date of this·:o:IH·I •in .·those 
,prtivTs1i'&n's. 'i'S ~ah:uary '1, .· l.983 •.• retro·act,i ve to. that· date,. and .... ·, ... am !here. and. an 
~tjy./ vb/tif,j',cla;1;i-,y ri\lski'ng. yotl to.hecoup 'for the senior cl.tlzensof .this State any 
i,p'ia:~meh'T'S .+hat \they '~ade lrom any. filing from January J--- 60 days from that 
(f.!~1f\l:i3<c. Wha\ }i:s :an ·olffic+a1 .request. tha:t .you ·wl+ I ·:get In writing,. 

AS.SEMBLYM»:N ·KOSCO: Mr,. Gha+rman? . 
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ASSEMBLYMAN ADUBATO: Yes? 
ASSEMBLYMAN KOSCO: I have a question. When a piece of legislation 

of any magn I tude-- cert a In I y one such dS th Is-- The Governor hi mse I f sa Id . 
'that this l.~i one of the landmark pieces of legislation that has been passed. 
Don't you think It would have been the right thing for you to. have a meeting 
with a.Ir of your staff and to discuss th.is bi 11 so that everyone was 100% 

. aware of what was happening and spend some time on it? This h6use ~pent many 
years putting that piece of legislation together. In the three and one-half 
years that I have been here, we have been dealing with It on a daily basis. 
The bil,I fi.nally went through both houses, It finally got signed Into law by 
the Governor of this State, arid ; It was sent over to your Department. Frorri 
what I gather, your Department .wasn't schooled on this piece of legisl·ation 

• that was dramatically changing the Insurance process, and giving dates. The 
date was January. 

COMMISSIONER MURPHY~ On the contrary, our Department was q u I te 
tam i I I ar w I th th Is b I 11 • We part I c I pated to the extent' we were permitted 
in•--

ASSEMBLYMAN KOSCO: Yes, but you have a copy of that bill, and-
COMMISSIONER MURPHY: We've had It right along. 
ASSEMBLYMAN KOSCO: The date that Is taken on right now; I doh I t 

seem t.o thl nk that your 'Department Is tota 11 y aware of what that 'piece of 
· leglsl~tion says. . 

.·.. ·:COMMISSIONER MURPHY: We are entirely fami I iar with what it says •. 
On its effect Ive date, we have been advised that the effective date is the 
date of the. signature of the bl 11 by the Governor. Now, that Is the advice 
that .has been g I.van us by Governor I s Counse I. 
. · ASSEMBLYMAN KOSCO: The effective date was retroactive as far as 
the piece of legislation Is concerned, and it took quite a bit of discussion 
in thls house when that bll1 was up. · 

. COMMISSIONER MURPHY: I think that Is a legal question, and ;I'm 
operating .under the.advice that I have been furnished. If tha+·is wroh~, 
we' 11 tak.e steps to cure It. . .· ... 

. . ASSEMBLYMAN KOSCO: What steps would be taken at. this point? 
. COMMISSIONER MURPHY: We I I , I suppose we wou Id have fo, · to th.a 

extent feasjble, make the discount for senior citizens that we were ,talking 
about applicable at an earlier tline-- Make a refund if that is the slfu9tion-•, 

. . . ASSEMBLYMAN ADUBATO: Commissioner, deal Ing w.ith As!5embly Bi lh lo9.6 
In .tha context of Sections 7 and 9, I would like.to ask y'ou if on April18 of:• 
1982, you were interviewed along with the Governor in two separate 
interviews. The Governor was Interviewed and you were intervle~ed by the 
Star-Ledger by the reporter down. here who has done most of the reporting on 
auto insurance-- a tel low by the name of Vince· Zarate. You are quoted. as 
saying--

COMM I SS I ONrn MUl<PHY: Just refr~sh me-;,. on the 18th with the 
Governor? 

ASSEMBLYMAN ADUBATO: No, no, separate interviews. 
COMMISSIONER MURPHY: Oh; separate interview. didn't recal I 

that. 
ASSEMBLYMAN ADUBATO: But, In the same article. The s1;1me article, 

but separate interviews. 
COMMISSIONER MURPHY: Okay. 
ASSEMBLYMAN ADUBATO: What the Governor said about A-1696 ahd those 

th I ngs we. were trying, to do speak for themse Ives, and .h Is act! ons more than 
prove his desire and the importance that he places on this legislation. 

But. that Is not th~ question I want to ask. The question I want 
tci ask is whether or not you recall thlts as being accur:ate, the statement 
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at+r,i bu hid ft> \siou. The statement said; 11M~rphy said he wants to avb id as 
~Heh as pbssltil fj pub Ii(: . hearings that . are. ti IT1e-consuming and create 
l;tacRldgs. 0 .. Cc{u Id you share w,l th us In what context that was .s'a Id; or What 
kind of puoi ic<hearings you were rMerring to? Were ybu talking about public 
'heafihgs tn+nel Legislature, 1 lk!:! this? . . . . . .. . 

C0Mtv1Jss10NER MURPHY:. I can it tea 11 y identify that statemE3nt. Can 
y6U give me a flttle more, sir? · 

ast~rtsk .. 
ASSENiBLYMAN KOSCO: It Is under 11 hed bVer here, . p I aced with an 

CoMM/1:SSIONER MURPHY: Oh, yes, I see what il is now .• This question 
apparently Wa~, ih .connection with the classHicatlbn hearings; which my 
predecessbr cafried on. They were quite extensive, I'm given tb .. understand.· 
They octup1ed a lot of the Department's time and personnel, and what 1 · was 
sayt~~thefe wfs, I wanted t~ avoid the necessity of pub I it hearings~-- these 
a•readmihiStra(ivehearings,rather than legislative hearings--- so as to see 
to it that a si;tuatibn like that did not happen again. . 

ASSEJ•1BLYMAN ADU8ATO: So, you were not talking abqut pub I ic 
heari hgs I I ke fa i s. 

GOMMtSSIONER MURPHY: No, they are administrative hearings. 
MBtMBLYMAN ADLJBAlO: thank you. for clearing that up Jor the 

C6fnmit+ee, A.1:;1696, hot to belabor thls too ;much, i s.ubrnlt, ,accordirtg to 
a~t~a.J,· ies fr6m;,,some of the major insurance companies that do b4s iness In thl s 
State} cHte·drding 'to the.· former Ghief Actuary In the StatE9 of New Jer,sey., 
according+b a~dot of hard wqrk by a lot pf pE9op!e, asking peopls not o~ly in 
New Jer5,~y, BUf In other states, to review the bill togJve ustheiropinion 
about irirpact, {does .not-- d9·es not, 'cis a result.of. its being i.[Tlplemented, 
raise the raN~ ()f every good dr Iver ah .. average. of $6, . as arssult of I ts 
beirtg implemented •. · .. For ybur Department to come out with .that statenient---

GOMMlSS I ONER MURPHY: Ybu use ths word llgool:I. II . We di dn It say 
11gb00" b'r ii bad'~ dr i ver s •. 

W'e 11 :; when I say 11 good 11 I mean A·SS'EMBLYMAN ·ADUBAtO: 
l''c l @an- }'ff clean ;(\ttr l ver .. 
. COMM:iSSiONER MURPHY: Wei I, we didn't say clean. 
~bJeding t'o the statement we are alleged to have made---

A$SEMJ3LYMAN ADUBATO: I can only read what it-says here. 

s imp I y---

If you are 

CdMMf ss I ONER MURPl:W: Read my ·statement. 
AS-SEf},j!Bl.YMAN ADUBATO: It is not your statement. It ls Mr. Hooper I s 

statel'iie'nt. 
. coMMiss IO'f.JER MURPHY: We I I , aga l n , Mr • Hoop et can sp·ea k. tbr 

the statement he told me he mad~. h imsefh He ,l!5 h~re. th!~. is 
A8SE'.1ti.1BLYMAN . ADUBAT.O: 
GOMM'ISSI ONER MURPHY: Yes. 

Does he represent the Insurance Department? 

ASSEMBLYMAN ADU8ATO: Does he represent you? 
· CdlvitWISS IONER MURPHY: 
AStEMBLYMAN ADU8AT0: 
co'ffiiSSIONER MURPHY: 

Yes. 
IS he your spokesman? 
Yes, in. the sense that he represents us in 

plfolit f'elatloAs, he is .. 
ASS'IEM.BLYMAN ADUBATO: Oh the official copiers of the official press. 

retea~e.s whete' Ills name appears ahd your ha'me appears, and. where he is be jng 
1:n+E)t\1·Ve\iled:,wHen bespeaks, is he speaking as a citizen in the State of New 
Je'rsey:1,• o'r is ~-e speak l ng. as. a posit ion of the Insurance C6mm i ss i oner and his 
:<1>lli 2'4? . 

'CCYMM11's.s lONER MURPHY: 
~l t'l'l'e lnstJir-ahce. l)epartment. 

ASSEMBL. Y:MAN ADUBATO: Okay, so then l t is fair to say that the 
J'n:stJra"nee IDe'pa·rfment, four days before the signing of th'e bi 11, as a result 

In this connection, he ls speaking on beha If 
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of an interview, said-- I'm quoting what was said. I don't know if he said 
it or not. This Is the quote-- And .what he said was that-- or what you said 
or Mr. Hooper.said-- Mr. Hooper, dld·you make that statement? 

MR. HOOPER: WI 11 you read It again, Mr. Adubato? 
ASSEMBLYMAN ADUBATO: "Thomas Hooper, spokesman for the · Insurance 

Department sa Id,. the average Insured. dr Iver"-- the average insured dr Iver, 
good, bad, or Indifferent, If you w I I 1-- Is that better? Good, bad, or. 
Indifferent-- "the average insured driver"--

. COMMISSIONER MURPHY: Would what? 
ASSEMBLYMAN ADUBATO: 11 wl 11 pay $6 more during the first year." 
.MR. HOOPER: That is not a fair account of what I said. I said. 

that the capping provisions In, the Adubato bi I I would cause an average $6 
Increase in. the uncapped territo~les-- uncapped cars. 

ASSEMBLYMAN ADUBATO: I th Ink that is a fa Ir statement. Mr. 
Hooper, . Is there any reason why you di dn I t te I I the reporter what wou Id · 
happen with al I the other provisions of Assembly Bil I 1696? 

MR. HOOPER:. She didn't ask me. 
ASSEMBLYMAN ADUBATO: She didn't ask you? Did you think it was 

Important for you to share the Information with her about what the bottom 
line would be as an Implementation of Assembly Bill 1696 as a direct result 
of all the facets of the bill? Did you ever once In any pr~ss release that 
you have ever submitted, under this. Cotnmlssloner-- under t.hls Commissioner-
I have some press releases that were submitted under the previous 
Commissioner by you describing A-1760, which Is the same bill. Now:, I'll 
repeat the question. 

Under this Administration, and under this Commissioner, did you 
ever once te I I the peop I e of the State of New Jersey, . by your actuar I a I 
expertise· of the peop I e in your off Ice, or by th'e Governor,' s statements 
h I mse If, or by a I I the comm I ttee meet I ngs that we. had where Morgan Sh1,1make 
test.if led, where"we spoke at length about th.a impacts of A-1696<on the people 
of th Is State-- DI d you ever once share that .Impact In that re I at ion. with the 
peop I e of th Is State? · · · 

· MR. HOOPER: I don't think anyone knows what the to-tal impact, is. 
There are many dislocations In the rafes as a result of that bi I I. 

ASSEMBLYMAN ADUBATO: Well--
MR. HOOPER: The capping Is only one. 

·. ASSEMBLYMAN ADUBATO: Let's talk about what· we-- Wha.t don't you 
know? Wi 11 you come up to the microphone? Is that okay . with you, 
Commissioner? Oh, sure, come Lip here. Maybe we can help. 

Mr. Hoop.er, 1 .. realize that you are the Public Information Officer, 
but may I respectfulfy ask you, what actuarial ba6k§round do ybU ha~e? 

MR. HOOPER: Absolutely none. 
ASSE:MBLYMAW ADUBATO: You have no actuar I a I background at a 11. 
MR. HOOPER: No, s Ir , I don I t. 
ASSEMBLYMAN ADUBATO: So, you get your information from actuaries 

in the Department, · I guess. 
MR. HOOPER: That Is true. 
ASSEMBLYMAN .ADUBATO: Has any, actuary in the Department eyer 

analyzed Assembly Bi II 1696, or any of the provisions outside of the capping, 
and issued a statement or a comment or a report about what it may or may not 
do or could do1 

to me. 

MR. HOOPER: No, not so far as the rates are concerned. 
ASSEMBLYMAN ADUBATO: They did not. 
MR. HOOPER: Not that I know of, no. At least it h1:1s not been fold 
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V . . . . . . . 
~§S,EMB,L)'MAN AQ,4,f;lATO: ,t.-!o h1,rth~r guestJpns~ No fµrttJer qµ~,st:Jons/' 

T.I),~~•~. :y<?H! C No furt:h.!3r .g:u~,stJp.9$~ Th{rt Is a.I J I :b~ve t<:> .asJ<..~ ·. YioLJ)d yo1r ,I fkEl 
tR, f'.~~J:19,1:l,':h/P ,t,~_c;1t? .Go t l~ht it!P.~acl, r . • · . . . . . •· ·. · · .. 

i~S·~M13~YM~N ~OSG,O; P9 yqlJ ,h~~@ (!fly lntpr.11/JilrilPP ~¥~I .l.~J:i1,El to y.q,y of 
.· tWff/71,ing pgsJtiv~ 'tnat WQ.y;lq ~om~ emf pf ttJis pJec~ of l~gJsl~tJcm? ... 

. . . . . MB., HPPP~Jt; Th~rEl 9f~ .1;1 ,1 pt 9f posJ tJv~ thlng§ J n t.h.e l?J IL, I 
·-~~.,,~~ ijit~f ttie Lneguiti~l? thet i:t_fEl s4ff~re~ by pepple Jn thg J\s.si~n~q Ris~ 
li1qlil,. §~¥~nty p.Elrcent of the 1,.4 mj,ll.Jon are.g<lo,d .. c:jr-!y,ers,.q,nc;l_t:hey are 

. ?U;QJ§l.qt tp);;t~.e.-.,, . . . ·· . . . ·· · 
··, ... ' ·. ~$SEM8LYt,4AN P..D.U.8/1.TO; Fpr,s:~Jy,9 me t.or Jqt.erruptiF)g~ . l apologJ.ze. 
·. ~r~¥9H ~p~.qk)-ng for thEl 0J3part,ment qt fpr yqµr' o~m ,op!nf.onf ,resp,e,ctfuljy.Y' 

·.. i.R • H.QOPER: .· Th is is fllY p~n P.R Jn ion. .· · · · ... ··. ·.· . · 
tS$EM.13LYM~N APlleATQ;. It l? n'qt the Departrn.enti? opfriJon. Thi$' is · 

¥91,!f .q.p Lri J fr-,F), Th.qt is a LI r ~:l,Jst. fqr tt:ie record. . •. . .. ,' . · .. 
. · ·.. MF~, f-!QQPf;:~; t-j.o,, ?Ir. I'm §!Jre th,e .Com,nisslqr!,13r shar:es:rJq,r:i:y_.of my 

~:R!PlPft§r P}lt tt')qt 1s my pef,.$Ol'li;!l opJnion, tbat th,.ere i:l~P !;JO,O:'~ th1n!;ls 1n .the 
b'i,ll . · . 
,,, ,, ~ ~$S:1!:M!31-Y~~~ KO$CO: ,Dpn 't yoµ th,lnk th.arr sine(:) Y9':L are ./:l pub I Le 
f~,latiPfl? pep;pp .whp pto>.,tf q,es infprmatJqn to the p,eopl.~ .of thls State, th,c1t 
~~m~ Rf tris,@ thinQS .COl.!·!9 lgiy~ b~~l'l ?-hqred w;ith tfrqs~ P§P,PJ:$? .. ·.·. . · 

'MR'!' HOPPE'.:~; I th i 11k tt),ey ~Hf p,e as they are q.~v,eJqpmJ. 
,s$EME}L¥MA-N !<OSCO: . ,, ~J:;lii, th(?Y an:1 54PPP§@q t.o. }lpl(,e d,.e¥@Jpped 
.r . .. - , . . . . . . . . . .. ,, . . . . ~ . , , , 

~Tr~~q¥r· 
MR., HOOPER: I dpp1 t t:h ink th_,ey p,c1y,e dev,e ! opt3,q. ijopp.q ¥ kn.c>,W§ .what 

t~, ~n-~$i;t~;Rt~'7 .... . ·. . 
. . . . iP~BM~!,, ¥MAN ~PSCQ i · The 5p,e¢ H ! c one --~-f:3 are :tq ,I~ i n.g· c1:1:bp,yt ·W ,I th -~-. " "'' " "· ,• " ' . ' . ' , ', ' ' ' ',,, 

S~!ll-!~ ,F 1, 'f:!'ien~ 9"·~Q'!J I q ;h;aye ,b~ell qeyelpp,@d ma.wth:; qgQ. .. . • . . ,~=~ t;;~r::~r:E:~;~~:::r:~=s; ::\~~$• E¥W¥ tJ~ 
¥@r~ f,l'ili?'l$~.~'.\JP th~ pa;p~r,. _It ~aid, 11 ()9 d.cS),'15 frqin .no>11, t;t:1,~ i5e,r,i1or ~H:lf,~11!~ ~re 
@~~iJ\J;gJ ¢.~ ~t ,~ t~_J ~:I g;p.µ-r,t.'·' .· 

· · ,,,.~~ifJli1J~LiY'MAN ~PW~ATO.: JvJr ~ HpQp~r, .\f~@n !!I Jq )(OU· 1 $St,Je tb,i;it f9a!fll8flt 
t'Sl "''h·~ :@~,,fr~? . 

MR. HOOPER: Jfhat fPfl1{!;11:lflt7 
~S&·!:·M~1~YM~N A,DU~~TO: ,what :you jµst S?:)id! ,.Fp.rg:ly~ .ine~ ¥9u Just 

!ffe.~J:I;~: t,n.a,t ~y~r¥ tllTl~ yq,1:1 :Pl~te~f up ,fl fl~\'ISPc'JP~r.,,..,. tt;H1!t ls W'Pi;IT yo.u Jµ$t saJd.,,. ... ~~i~;if fr1,!:!~l :~: ~;, i~\~;~:·:J~:r~u~Q ~i.i~~: .. ~pt::: 
~•~,$,E,;NtElL¥Mhi~ AP.ll.ijATO: W•tu~r~ dlq .the papers. g,~t th<\lt infqr.matlqn? 
,MR~ HOORER: ,' I thln·k 'thl=lY got Jt. from Th~ -g..i•LI lts.~ol;f, 
~~S~M~LYM~N /i\QIJl?Al9: Fr.qm .. the.bltl its5,3:tf? 
M~ ~ ;1:;!QQP,E,,R : ' Y,f3.$ p 

~$SEM13l ¥.MAtl! ~P,UBAfO: :W-h,~t- b,I 11 ? 
MR! HQPR·,~R; A:-,J:p9p.·. . 
A$S6t:4!3tYMA~ ~Q,Uf~ATO: •~p, sJr, th.at Is ni;;,t .w,hat h~ 1$ ~?king. yp.u1' 

J ~),P,.~J~,~-iz~. ,L~t 111!? t.r.y 9nd ,r~phrase Ass,~ri)blyroan •Ko.~po's q,uest.t.qn, .·· . 
~s~~iJJbly.!lJ_qn ~9$,~9 ~sts~d y9.ll ,two qt,1.ei.;t!G,ns, . .0'1~·de9Jt .wit·h th,~ 

Ff,il,J,(J;f{,gn q;f t-h~ ·5J m9n91;1te~ i:gini.r.1lY,m for all_ s.t?,r.ilqr c:itli~i;is ~o q;ayi5 ljlft~r 
tl\1,€1 il;lHI ij~¢:;;;nme {j:lff!:ilctfve. Th,e.pthgr thipg he ~c1s t?Jlking al;)~llt ,was th,e 
,!%u,~.i'1~y,9 :ij~.GPnci laflon Act on tt:ie lJn,pa.ct o-f tti.e M:E3<;1icar\3 ctl&ng~es~ an'p yov:-,:-, 

.. ASSEf;ll.l3J_¥MAhl ~OSCO: .I \1asnH talk.in~ abol)t th9t. 1 w9s tq•lk.ing 
: ij~~t~-"'" 

A$SEMl~H,.YMAN AP.\JJ3A\TQ: Oh, I thpl,lg:l:1t.,-,.. 
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ASSEMBLYMAN KOSCO: I I m ta I king a bout the Assemb I y bi I I that the 
Governor signed, and I asked you if there were any positive things that he 
said about It, and you said, "many." My question was, why was that not 
shared with the people of this State, which the press releases, which I would 
assurno Is your nispons i bi Ii ty? 

Ml<. HOOl·'Ef~: I ·think It was. I can show you any kind ot cl !µpings 
which reported the s~nior citizen discount. 

ASSEMBLYMAN ADUBATO: Can you show me one press re I ea.se that you 
issued? 

MR. HOOPER: Not necessar I I y from me. 
ASSEMBLYMAN ADUBATO: No, from anybody in your Department. 
ASSEMBLYMAN KOSCO: I am asking your Department, your responsible--
ASSEMBLYMAN ADUBATO: We 1re asking you. 
MR. HOOPER: I have talked on the telephone many times with 

reporters who have asked me about various aspects of the bl 11. Senior 
citizens have come up; I have mentioned the 5% discount. I have no 
particular recollection of who or when I spoke, or to whom I spoke, but I 
have issued no wr I tten press re I ease, I f that Is what you are concerned 
about. 

ASSEMBLYMAN ADUBATO: Al I right. 
ASSEMBLYMAN KOSCO: For any particular reason? 
MR. HOOPER: Well, It was already in the public record. To me, it 

would have been redundant for me to come out and say that the senior citizens 
are going to get a 5% discount •. It was in the public record. 

ASSEMBLYMAN ADUBATO: How many times was the $1500 threshold 
mentioned in the press in the last ten years? And, how many press releases 
have you issued, being redundant over and over and over again as projecting 
that as an official position of the Insurance Department of being the panacea 
rate reduction? How many times have you issued that press release and been 
redun~ant? · 

MR. HOOPER: How many times must you ask the question? Wi 11 you 
I et me answer It?.,. You I ve answered--

ASSESMBLYMAN ADUBATO: I 1m sorry, go right ahead. 
MR. HOOPER: I have mentioned it Innumerable times in press 

releases. 
ASSEMBLYMAN ADUBATO: · You have mentioned it innumerable times. 

Okay. 
MR. HOOPER: Because it is sti 11 pending. The senior c i ti Zens 1 

discount is a fait accompli, right? 
ASSEMBLYMAN ADUBATO: I guess so, if you people im~lemented it. 

don't know if you implemented it yet, but we 1 1 I find out in the near future. 
I hope it is. Al I right, thank you, sir. I appreciate you coming here. 

You know, moving right along, let me just say that Assembly Bi 11 
1696 is a bill that regardless of the misrepresentation of the people in the 
Insurance Department, wl I I sti I I have the same positive impact tor the people 
of New Jersey. It is just sad-- It is just sad that 15 legislators were 
attacked. Most of them were Republicans In Monmouth and Ocean Counties, for 
not knowing-- tor not knowing, and they didn't know it because it is not 
true-- that as a result of A-1696, every driver in their territory was going 
to go up an average of $6 per car, and that is a misrepresentation of fact, 
and the definition of a misrepresentation of fact is a distortion. 

ASSEMBLYMAN KOSCO: Good. 
ASSEMBLYMAN ADUBATO: Thank you, Louis. It Is a distortion. But, 

we I I ( go on~~we I I I go on. 
I'm not going to go any further In Assembly Bi 11 1696; I wi 11 let 

the evidence speak for itself. 
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woyfd illke to start talking. about the $1500 threshold.. By the 
'ift_gY, GqJnmjssio9~r, if anyone jn your office .would· like to check the press 
r:e:lea~~s. we have then\-.- the l5 that were Issued from May.· 17 untH JUiy 16of 
1:9ti2, whkh was!,.th'P time for pubt le comment on the, Medicare thtncg. They are 
<JJ) here, anq ½here lsn't one word In any of these press releases informing 
allyb9dyin this1Stqte about those changes. BlJt, 11mglad the Governor reads 

· the §!iillf ket;lge't and., the press re I eases that the New Jersey Assemb I y has 
iss!.:!ed~ sq l')e was aware. And, I'm glad that he brought abou.t a law suit. 
~e111 see what happans~ 

But, taiking about the $1500 fhreshold-'-
GQMMJ$S IONER MURPHY: Mr. Chairman, on w'ednesday yol.l are going to 

r1eceive sorne t~stiniony in connectl9n with what. our Consumer Department did 
here in New Jer\sey-- Jhis l

1

nformatlohbecame avai table to me today.4 
n AS$EM8.L YMAN ADUBATO: Abso I ute I y, do you think the Governor-'- We I I , 
wa !t a rni nute ~ I . said the Governor-... Do you think the Governor had any ot 
thi;ilt i r\ fotrn;:it i OIJ?: 

COMM ltSSJ ONER MURPHY: No. 
ASSEM~L-YMAN ADUBATO: Oh, that Is al I I was talking about-'-- the 

Governor getting the information. 
:1 COM~1'$SIONER MURPHY: I thought you were talking about information 
~nown to the senior citizens of our State. · 

~SSEMf?LYMAN ADUMTO: Absolutely •. 
COMM1$SIONER MURPHY: Well, you are going to get some testimony Oh 

that W,ed:nesda.y .; 
ASS[~~LYMAN ADUBATO: Terr If le •. Can't wait. Commissioner, we 

tcitked, about th'e $1500 threshold •. 
,. .. • Le.t trJe. firstsc;iy that \>/ears.going tocohcludethis hearing by five 
q 1<::loqk, a.ncl we:wi ll reconvene at ten o'clock on Wednesday. 

•. Comm(l5s loner, In your statement, one of the thl ngs that yo!.! say; 
a,nd, 1.hayetoJook tor It In my copy--..J marked it, and·.1 1 11 ask staff to 
lq9,k. 110:r the wqrd where you say that It.ls notthe problem-- J. think what.you 
say .... - otyour D@partment to, deal with the aftordabi llty. That is on page 3~ 
l'Aff9rdc;ibi:lity;,rs not one of the criteria of our rating law,. yet the 
Qepartment jsifuUycognlzant.of the harsh effect the cost of automobile 
Jn,suranqe i:s h~Ving• on our cltlzens.n I can go on. . . . ·. , 
~ I, w.o!Jld like to share with you, being that you have only been in 
Nf:,lw .• Jersey for four- and one-ha.If years, and you may not have .had the b·en,ef it 
ot knowingwhaf has, been going on In our Stat.e prior to you moving here-
But;. ra:ther th~n do that, you've heard some testimony here, and 11·m sure, 
being w:tth. a.n i.risurance company tor 25 years as Ch.let Legal Counsel and a 
Yice Presi.der;it~. that you may have had an opportunity to. know the New Jersey 
syste!l:t• Forg.iye, me It some of the things I say are kindergarten; that you 
mcily aJread)r be aw,cilre'of •. 

· New, Jersey,; in 1972, passed no-fault.. I would like you--- One, lf 
:rou would,, share wJth us what you think about that act when It was passed, and 
w,h;,yft you thlnk.;we s.hould do In dealing with. the $200 threshold·, if anything. 
An,,J,.. 1 · woq.Jd 'Iii ke you to share w.lth us, if you can, If not today, then 
~~dnesdaY.; any:';documentation as to the impact of. whatever you are suggestlhg 
w.e d6,. becta:i:!se your statement is not reflective of your q:uotes in fhe 
p:ews,pap,ers, un:tortunately. The· statement that· you present today is not the 
statement that' you have been credited with making in the media up unti I 
sa,;h:1rdicJ'Y: w:hen I rec:eived this. ·Every statement by you in the medla, rightly 
pr; wrong1I)(, ha~, quoted you as saying, one, .that if we pass the Fraud Bill; 

4;., See, footnote to page 34 •. 
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which was Bocchini 1 s bl 11 that was preti led, and Assemblyman Gal lo ti led that 
bi 11 in July of 1982, seven months after the Bocchini bi 11 · was introduced. 
The Fraud BIii that we talk about was the Bocchini bill that was joined 
together..:- You know, Bocch In I Is a Democrat down here. We have Democrats in 
this State, a.nd Bocchini-- His name might be a I lttle difficult tor you to 
spell, too. But, Bocchini ls an Assemblyman who sits right there behind you, 
and who introduced the Fraud Bfll, pretiled it, and I asked him not to 
request tor ft to be moved along, because we wanted to work together in a 
bipartisan way with the Republ lean Administration and with Dean Gal lo, our 
distinguished Minority Leader. So, at my request, the Speaker asked him not 
to ask tor the bill to be heard In our Committee. Dean Gallo introduced his 
b 111 in Ju I y of 1982, and the f I rst request that we had on that bi I I and on 
the $1500 bill, by the way, was in March of 1983. 

You have stated In the newspaper,. sir, accord Ing to this 
documentation, that we are ho Id Ing up the b 111. In a press re I ease that 
you I ve Issued, you I ve b I amed the Leg Is I ature: "The Leg is I ature"-- I don I t 
know If you are talking about Dean Gallo holding up thi.s bill by not asking 
for it to be heard. I don't know what you are talking about. Al I you say is 
the Legislature. 

COMMISSIONER MURPHY: Wei I, what I am talking about is right here 
in the statement. Let's read It. 

ASSEMBLYMAN ADUBA TO: Oh, I I m not going by your statement; I I m 
going by the press release, and I 1 m going by the news stories that I would be 
happy to share with you. I said that your statement today does not resemble 
anything reported in the press. I 1m not saying it is true. I'm saying. 
whatever is reported in the press says you are credited with those 
statements. 

COMMISSIONER MURPHY:. We can ta I k about what is in the press, but 
what is In this statement Is true. 

ASSEMBLYMAN ADUBATO: How about your press releases, sir? 
COMMISSIONER MURPHY: 11m not fami I iar with what you are 

about. We can.discuss those If you wish. 
ASSEMBLYMAN ADUBATO: Sure, we w 111. 
COMMISSIONER MURPHY: We 11 , r lght now. What l am saying here is 

that th Is I eg Is I at ion, wh I ch we are support Ing In this statement, has been 
before your Committee for a considerable t,ime. · 

ASSEMBLYMAN ADUBATO: What is considerable time? 
COMMISSIONER MURPHY: We 11, I et 1 s try to measure that. I I m turning 

back here to -find-,-- I.f you' 11 forgive me for a moment. In my last paragraph 
on page 8, I point out that this certain cost containment legislation, such 
as A-1747-- A-1747 has been pending before your Committee since July 8, 1982, 
according to my records, and I have no standfngrin the legislative halls to 
move legislation. That is something which is uniquely within your power. 

ASSEMBLYMAN ADUBAT0: How tami liar are with the legislative 
process, Commissioner? 

COMMISSIONER MURPHY: am generally familiar with it. 

ASSEMBLYMAN ADUBATO: Do you know how bi 11 s are considered in 
Committee when they are listed and how they are I lsted? 

COMMISS.IONER MURPHY: Well, certainly. It is largely within your"'.'-
ASSEMBLYMAN ADUBATO: Will you share that with us? 
COMMISSIONER MURPHY: Well, it Is largely within your discretion, I 

assume, as Chairman of the Banking and Insurance Committee. 
ASSEMBLYMAN ADUBATO: That is true, but do you know how we consider 

bills? I mean, Assemblyman Kosco is here and others. Can w.e help you? 
COMMISSIONER MURPHY: We 11, what I . wou Id I i ke is movement more. than 

education. 
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AS'SE~~LYMAN ADUBATO: t.h!n:k you need both; think you need 
$dµ<;:;;it,ipc11 .fiq;f resp.ectf.ul ly, so we can have better dialog.ue. H ;J may be so 
bold ?Lr, thE1 :J.il•. rocess is sJmp I e. (",, ··" ~ 

WJ:ien .. -a leg.lsfator hc:1s introduced on.e of the 7,500 or so bi.lls, 
th,f)re ace gu:ii1:, a nl.lmber of bills in each Committee, and every one is 
i,m,pqrt.a,:it, E~i,~ry one of them Is imp0rtant, and so is the process. Every 
legisJator in ,t:-,,his house knows, and every Senator across the ha! t knows, that 
wh~n th,ey intr,bq.uce a bill, that bill is not g·iven <;:onslderat'ion by .any 
<;:.Gm.fnittia~, esp~,Cii:l'I ly ours, unti I thei sponsor makes El . formal reqµest Ir. 

. wr It Lrig~ Thcit does not gu.arantee It Is go Ing to be he,;1rd p1t the next 
meeting~ ,Elwt, :,µnti I that request Is made In writing, that bi 11 1foesn't stand 
9 chani:e ,e¥_.e.r · t"f _b!3.ing consi.dered •. We.re you aware of. thi:Jt? 

GOMM{:5S IONER MURPHY: Not the spec If I cs of It, no. 
ASSE,M,Bi-YMAN ADUBATO: . Wel I, Is your legisliiltive I ialson person 

awiiwe of that? f Does he know the process? Has he ever told yow? 
Mr·• Shµmake ~ are yow aware of that or not? 
MR. SHUMAKE: I am aware that it must be requested by the sponsor, 

but I was not ~Y!'are that It had to be In writing. 
ASSEM.t3L YMAN ADUBATO: We I I, at I east you know ha If of it• But, in 

our OQmrn-itt~e, ~e do reqtJest it in writing, anq Assemblyman Gallo knows that, 
9nq Ass,empl y,mq0 Nap I es knows that, and Assemb I yman Kosco knows that. 

You see, Commissioner, you do need edµcat I on, and I'm go i hg to he Ip 
I . . 

YOU, bec;:;i:lµse I .want to be able to communicate with you. We .are going to try 
to the best of,to9r ability to work together. 

Sg, yowr statement--,. would you I ike to keep it the way it is? 
have np prpbl e.m with that-,-- that based on know I edge that we are giving you 
fadi:lY, anq th~ fact that that bi 11 was In there s i nee Ju I y and was not 
request.eq µnti r' March of this year for consideration-,..- and, by the way, we've 
had one req.\;Jest ~ We have b I I Is in that Comm I ttee that h,;1ve three and four 
reqvests that we hc1vE:rn 1 t been able to get to, That bill has been requested 
0n9e in. March •. 

Now, would yow Ii ke to keep your statement the w,w it is? That Is 
okiW with me, '. or wo'µ ,1 d yoq I i ke to change it_?-- That we are de I ay i ng the 
bi 11, 
1 QOMM l.SS I ONER MURPHY: l di dn I t say you were de I ay i ng the bi 1 l; I am 
mere! y sg.ylng the l:l i I I has been pending before your Committee.,,-

ASSEMBLYMAN ADUBATO: Wei I, let's see what you say. 
C01v1Ml;$SIONER MURPHY: lt Is on page 8 •. Ith.as been pending before 

your Cornm lttee i:;s i nee Ju I y 8, 1982. 
ASSE~B.LYMAN ADUBATO_: Do you want to chc1nge that? 
GOMM+S.S I ONER MURPHY: No. 
ASSl;MBl.. YM.AN ADUE3ATO: That Is wasn I t. requested t,mt i I March of 1983? 
COMM Ii.$$ I ON,ER MURPHY: I I m not f am I I l ar w I th w.hat has been requested 

pr npt requ.est~,G. 
AS$EMB'I,:. YMAN ADUBATO: 11 m tell Ing you that. 
OOMMIS.SIONER MURPHY: I'll accept your statement ...... 
ASSEMBLYMAN AOUBATO: Do you want to c-hange your comment? 

C. 
i. t i $~ 

,COMM,!SSIONER MURPHY: No~ I want my statement to remain the sam.e as 

ASSE~f?LYMAN ADUE3ATO:. Thank youp sir. Thank you, $Ir. Then the 
p.roc,es$ q,pesn, 1 t rnt':lan anyth Ing to you, does it? 

C()M~.jlss I ONER MURPHY: I have no contro I over the process. 
ASSEMBLYMAN ADUBATO: The tact that we can 1 t constder a bitl uAtfl 

Jh,!:3 $;pot:isqi,r requ,e.sts it doesn't mean anything to you. ' 
. COMMISSIONER MURPHY: I understand what you are saying by way of 

e.xplc1na,1li:91J, that no a.ction has been taken. 
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ASSEMBLYMAN ADUBATO: 11m not explaining, I 1m tel I ing you what the 
facts are. It is not an explanation. 

COMMISSIONER MURPHY: Again, my statement is factually true. . 
ASSfMBLYMAN ADUBATO: I appreciate your cooperation, Commission~r. 

rhank you. I won't qo nny further on that Issue. Would you I.Ike to say 
anything about that? · 

.· Moving right along, Commissioner, the New Jersey Seccess Magazine, 
volume 3, number 6, published February, 1983-- You were interviewed by a 
young lady by the name of Lisa Guide. In that interview, you are quoted on 
page 1. Here is the interview as making a statemerit, and I would I ike to 
c I ar i fy with you if that is your statement. When I ca I I ed Ms. Gui de, she 
said, "Yes, the are exactly his .words, word for word,11 but I would I ike to 
hear your side of it. 

"One of our Ideas is to eliminate I itigation on smal I cases," 
Murphy said. "I propose raising it to $1500 on the index <The Consumer Price 
Index) the traditional measure of the cost of I iving! If the $200 threshold 
had been on the Index, 1.t would probably up to $1500 by now anyway." 

it. 

Do you recall making that statement? 
COMMISSIONER MURPHY: I recal I making a statement very.similar to 

ASSEMBLYMAN ADUBATO: Would you I Ike see it? 
COMMISSIONER MURPHY: No, I don 1 t need it. 
ASSEMBLYMAN ADUBATO: Wei I, I want to show it to you. 
COMMISSIONER MURPHY: Well, fine, I understand it from what you 

read. Let me make this statement. 
ASSEMBLYMAN ADUBATO: No, you don't want to see it? 
COMMISSIONER MURPHY: No, I dori I t have to see it. Genera 11 y-,
ASSEM8LYMAN ADUBATO.: . E~cuse ,ne, sir, pleaset 
COMM I $SI QtfER M4~Jr~X.I.;c.:(;~.~~~J. ,. > '..\ 0 > . .. ., ·· · · · ·· · · · :)/ 

to see tha~5:~:~~rM~~· ~~~.~~~0r~;/r~$:~bt~\0~:~~tHWr,· · ... ·•···· .. .··· .. ~~~~M~!f,~~p·~:ftt~:~·¥~.~~~!i~1f!;,c;Ir 
CQMM ISSI ONER ti,ll/RPHY: · Okay •.. ···. << .. · .. ·.•·. · ... : . \ > ·.. · .. 

that art i c~~SE~:~:MAf~o!0uy~A}O~~ac:r~qrtt;,~~lt11 tf ·•! i~.r~;J~t:~: 0Yfg:i·11t;~:iii~>/.··•·· .. 
· statement to me., but 11·11 listen. • · ",, ,s ·,.. · ·, ;, • •• ,,.;,,?>:> ,· 

.• COMMISSIONER MUR~f:IY: .. S41f~, 'nQrmalJy, and ,I· c~n•t rE'JCi;!U 'that,,;",·:'· 
spec iflc·\insta_nce •. Nor,ra,J)f·,~~~~.· L .ff.'..~~~~} .'+Ht:;, ... ~.150,p,.!ffr~~QpiJ,.:J· mci~~,, ,J * ,i. :> ;, .... 
cl ear .·tha.t· 1. qm·. ·dea l.l·n!,f'·wj.th·.•i·ll500 indJ~xec:l·)at··r~sp~¢;':t$ .1(fl.~;i).f(F\1.. .. .··•·••···•··.······ ~~~~;~~t~;~-i~~:•i•-~~/~:;·~-·-• 
because as you know, there are much more vo I at 11 e..-..:. · ·· · 

ASSEMBLYMAN ADUBATO: 11 m sorry, sir, what did you say? what? 
probably what? I apologize for Interrupting you. 

COMMISSIONER MURPHY: 11 11 say it again. 
ASSEMBLYMAN ADUBATO: You said that I probably know that what? 
COMMISSIONER MURPHY: You.probably know that the medical hospital 

part components of the CPI are considerably more volatile than the general 
cost of I ivlng Index. For example, today we commonly read in the newspaper 
of a rate of inflation of 4% or 5%, but yet, when it is .broken dow.n by 
services, you w i I I see that med I ca I , hosp.{ ta I , and auto parts are st i 11 
bumping up to the 10% part. 

Normally, what I $aid •is substantially along the I ine she talks 
about. When I sepak of an Index, I speak of that part i cu I ar kind of an 
index. I also said that if the $200 1973 threshold had been indexed Jn thqt 
manner, It probab I y wou Id be darned near up to $1500 today. · I haven it 
translated it out, but it probably would Increase based upon those 
components. 
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ASSE~BLYMAN ADUBATO: I ,know what It Is, but yo,u 1re saying that is 
Consumer, Prlce Index from 1973~ 

COMM,,ISSlONER MURPHY: The hospital medical-
ASSEMBLYMAN ADUBATO: No, that is not what you said~ 
COMMISSIONER MURPHY: No, no.,; she probably d 1id not inclqd,e my 

references to >'the others, because that is normc:11,1 y the way I , p:res:ent that 
:Jnatt-,er ·• , tf~ 

ASSEMBLYMAN ADUBATO: Sir, I am going to, take whqt you, think you 
said, and 1-im goH1g to take what she says you said, and you are both entitled 
to your opin'icJq• Would you grant me that? 

COMMJSSIONER MURPHY: Yes. 
ASSE~BLYMAN ADUBATO: All r:ight, so then~ you a'gree, I think, that·.· 

th is is i ncorr~ct. 

i~~~~~~ ~~~~R :•u;:A~~== It Is incomplete. 
Let me,ask you this: When you say It is 

incomp,lete) thi3 reporter, from her notes, with her interview with you, says 
that these are)your exact words. 11m only tell Ing you what she says. · 

GOMM;!SSIONER MURPHY: Fine, she ls entitled to her opinion. 
ASSEMBLYMAN AOUBATO: Fine. . 
GOMMISSWNER MURPHY: And tel I you that when use that 

express aio11, as· l have many times, I carefu:I I y I ncorp.crate the,..
A'SSJ:.t/lBLYMAN ADUBATO: 1 Old you ever read this? 
COMM:] SS I ONER MURPHY: I don I t think so. 
ASSEMBLYMAN' ADUBATO: You d I dn I t read It?. 
COJIIIMJSSIONER MURPHY: I don't think so. 
AS'S£ty1Bt YMAN · A DUBA TO : I 0po I og lZe, Comm! ss I on er • You d i dn I t read 

t'h'is? ,, I 

COMMf SS-IONER MURPHY: I don I t th ink I I ve read Jt. 
ASSE:MBLYMAN ADUBATO; Okay. You know, Commissioner, The Consumer 

Price ,Index is, about $4.6Q'foday from 1973. The ·hospital/medical is abm1t 
$5 .• 7fJJ ..... $5. 5fJ ,to $5. TO., Wh9t are you ta I k Ing about--- abo'wt the auto parts as 
ft ap:p/lies tt>{bodily injury? You are losing me. You menHoned bodily 
injury. Whatr\·we. are ta'lklng about, I think, and you're talking ab9ut a 
Gonsurner :P,n~ce:1clridex that de,:ils With auto pa,rts. I wish you would,help me., 

OOMM':ISS IONER MURPHY: You are correct .• 
ASSE~BL Y:MAN AQUBATO: Oh, I am correct.' 
COMMISSIONER MURPHY: You are correct. 

· ASSEMBLYMAN ADUBATO: Oh, N1am•k you. Wei I, '1 1m correct about 
someth :ing tbday • Hey. one out of twenty i sn I t bad • That l $ very good. 

'. Mr. Dooper.,. would you like to comment on anything, sir, to help 
'Us? Yot1 have nothing to say? Thank yciu. 

•C0MMll S•S I ONER MURPHY : let me m<;1ke th i s commen 't • 
. AS'S'EMBiLYMAN ADU.BA TO: , 80 r i ght ahe<;1d. 
,C0MM,ISSION8R MURPHY: It -is the medica,I aAd hospital components of 

the GP 1I. :Delete the ,reference to auto pl:lyska'I parts. 
1AiSS8MBL YMAN ADUBA TO : Oh , so then your ,def i <rllt fo'n o if ,p1"1y s ii ca ii 

damage !is n0t ipert,f,Rent to fhls d lscussion. 

GO'f\llM;I SS !ONER MURPHY: Right. 
1M;1s1EMBt¥MAN ADHBATO: Tha.n,k •1j10Wo Al I r;ig;ht., •I 1 .. 1·1 tel ,I you w,t:ia.t_, I 

,a,m go:i>r,19 t? ask, because certainily the m0st important ,part ·o.f o.ur lea:r,ning 
here •ii;IS ,a Cor:nm'itlee, I t·hlnk,, is goin.g to be cemt1ered aroun:d w,nat I mpa'ct 
'there Ts .,or ,is:m''t w'ith the $1500 thres'horld. I want to give W'S as much o:f a 

•·. )fer e5h sta,r t a s poss ,i .b,l 'e • 
'I ,cHISl) woutd like to share, ;but I'm not golAg to go Into it right 

',,fu0w,, doctnmentalhLt,n from New· ¥obk State k9m l977, documentation tr,otn my good 
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friend, Senator Farley. I can't resist the temptation; I've got to just g1ve 
you a one-sentence statement of a study commission in New York to give you 
a I I food for thought for Wednesday. 

This. was by the Senate Research Service, de Ii vered by Senator 
Far I ey. "The Auto I nsuranco Crisis"-- It was i ssuod on May Fl, 1 Q77, and I 'm 
going to read just one I itfle short paragraph. · 1hat time frame, I think, Is 
important, isn't it, Commissioner, because of the changes that took place in 
New York as it applies to the threshold, among other things, but, the 
threshold, primarily? · 

"The di lemma of affordabl I ity and aval labi I ity has been the subject 
of Intense scrutiny by both the Legislature and the State. Insurance 
Department. Their Investigations indicate that while New York's No-Fault Law 
has accomp I i shed its major objective of providing more of the insurance 
dollar to victims, more equitably, more swiftly, and more efficiently, it has 
not been able to contain auto Insurance premiums as originally predicted. A 
number of problems with the present No-Fault Law have been identified. 
Legislative investigations have also found that contrary to popular belief, 

. the skyrocketing cost of auto insurance is not due, primarily to No-Fault. 
The bulk of the insurance premium Is attributable to the cost of physcial 

· damage coverages. Cited ~s contributing to the escalating cost of physical 
damage insurance were fraudulent claims on, stolen cars and damaged autos, 
inflated auto repair parts and Increased frequency of·.au.to theft and 
vandalism. Legislative investigations also revealed that they rate-making 
process itself may be responsible for the high cost of auto insurance." 

The preceding statement to that dea Is w I th the fact, and the next 
paragraph deals with the fact that that portion of the premium talking about 
thresho Id, "w i 11 have I I tt I e or no effect on auto insurance rates for more 
than a short period of time, and wl 11 be overcome by inflation, and it wi 1.1 
not reduce the cost of the system in any meaningful way by. any amount." 

. And, I am.going to read the entire thing to this body publicly, 
bee.a use I think It Is Important to note that way back then, good o Id Senator 
Far I ey, you see, a good Re pub I i can, makes statements that go beyond here .that 
say that the thresho Id; In effect, Is a smoke screen. . 

COMMISSIONER MURPHY: The record wi 11 show, .of course, t.hat they do 
not agree with us. 

ASSEMBLYMAN ADUBATO: Oh, no, . I I m not saying· who agr~es with you. 
I want to thank you, first of al I, and I mean this sincerely-- Commissioner, 
whether we agree, disagree, whether you are conducting your off ice the way we 
think it ought to be conduct.ed-- Everyone Is entitled to hi.s opinion, and I 
want to thank you very much, you and your staff, for spendi.ng this time with 
us. I would appreciate it, Commissioner, and I promise you, I promise you, 
that if you can get here at ten o 1c.lock on Wednesday, that you and yoor 
staff will be out of here at the latest at twelve o'clock-- the latest. 
If that tan .be arranged, I would appreciate it~ 

COMMISSIONER MURPHY: Fine. Okay, wl 11 do. 
ASSEMBLYMAN ADUBATO: Thank you, sir. The meeting is adjourned. 

(HEARING RECESSED UNTIL MAY 4, 1983) 
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APPENDIX L Department of Insurance Exhibits 

Exhibit A 

Unmarked 

Exhibit B..;.I 

Exhibit B-2 

Exhibit D 

Exhibit.E 

Exhibit F 

Memorandum from Chairman Adubato to 
Commissioner Murphy identifying purpose 
and scope of Assembly Banking and Insurance 
Committee hearings pursuant to· AR 3026 (1983). 
Chairman's public announcement of Committee 
hearing schedule. 

Commissioner Murphy's statement to 
Committee 

Automobile insurance rate filings approved 
by Department of Insurance since March 1, 1982. 

Department of Insurance approval of per 
car charge on April 4, 1983. 

Insurance Services O~fice filing approved 
by. Commissioner on January 7, 1983, and 
announcement of approval of Insurance Ser
vices Office withdrawal of its rate 
classification plan. 

Account of Department of Insurance initia
tives on proposed changes in federal regu
lations on medicare benefits in relation 
to automobile liability and no-fault insurance. 

Department of Insurance assessment of rate 
effect of implementation of P.L. 1983, c. 65 
(Assembly, No 1696 (1982)) on uncapped terri
tories. 
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.J. Caramalis, Staff 

TO: 

FROM: 

SUBJECT: 

DATE: 

Commissioner Joseph F. Murphy 

Chairman Michael F. Adubato 
I 

Public hearing to be held on May 2,. 1983 
by the Assembly Banking and Insurance Committee-~ 

_pursuant to Assembly Resolution 3026 (1983). 

April 21, 1983 

The Assembly Banking and Insurance Committee has 
been directed, pursuant to Assembly Resolution 3026 
(1983), sponsored by Assemblymen Adubato and Kosco, 
and unanimously approved by the General Assembly on 
March 14, 1983, "to conduct an immedia.te investigation 
into State Department of Insurance procedures and
practices in reviewing and approving automobile insurance 
rate filings, and disseminating information to the 
Legislature and the public." The announcement of the 
Committee's public hearing schedule is attached. 

The Committee has scheduled you and your staff 
to testify at the May 2nd hearing. The Committee 
specifically requests the presence of the following 
staff members at that hearing: w. Morgan Shumak§=, 
Warren P. Cooper, Thomas J. Hooper, and Richard Boer. 
The Committee also requests, pursuant to section 2 
of Assembly Resolution 3026, that members of your 
Department be available to the Committee throughout 
the course of the Committee's public hearings and 
deliberations pursuant to the aforesaid resolution. 
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Th~ C:Qmmittee J:urther requests that the DeJ?artment 
of Insurance l:Je. prepared to discuss and document at 
1;,h,e! M'r'y 1 2nd hearing the following matters: 

\ 

( l) At;ttomobile insurance rate increasE:s gr2inted. 
ijy th.e tommissioner of Insurance within the J.ast 12 
ri1Q1Tt;hs to Allstate (botli as an independent and Insurance 
SerVice~ Officer filer), State Farm, Prudential Property 
and Casµ al ty, Insurance Services Off ice filers, and any 
other independent filer with more than 1,% of the New 
Jersey ;private passenger automobile insurance market. 

J; 

. { 2) 'I'he comrniss ioner of Insurance's rejection 
of mot~~ms by the Pul:;,li6 Advocate requesting the hold,ing 
ct infq1;mati(::mal hearings oh automobile insurers' account

. i,:ng an~ financial reporting praCtices. 

dn The dis agreernent between the Department of 
In$U:t'c;lli,(,;e and the Department of Public Advocate .as to 
ttte m;:~;ti for the rate increase for private passenger 
a\ltQtnQl:hles granteq. to State Farrn pursuant to .Department 
r-il.tng!No. 82-183). • 

(4) The basis for .the com.missioner of Insurance's 
qont.e.n:t;ion that enactment of a $1500 tort. threshol¢l will. 
r:esult'.:·ih a .substantial cost re.duction in automobile 
insura#c~ prem:i,ums, including. the rescinding qf the $19 
:tco '$33}.per car charge approved by the Commis.sioner of 
Insurance on April 4, 1983. · 

(~) The circ:ums-t;ances surrounding the Department of 
!'hsurarlce' s press releas.e of J anuaiy 7, 1983, a,nnounc iqg , 
a .. rate.;in9r$ase fo~ Insur.:mce services Office fi],ers , ... ancl 
t,nEi fat.lure of that release or other Department intOr'ma,-- .•. 
tional· bulletins ~o infqrm the Leg;Ls lature ai,nd. th? f)u,blio .. 
qf ~h·e c);;a.ssificatd.Qn, Cbang:~s ;1.pproyed .as .B>art. of thJrt ... < . 

. f iLi,.ng, .. i6:S well as· of th!;:! impact of the approved c;h<;ll'.lges 
on. in$ii.r a.rice rates . · · · · · ,; · ' · 

(f) The steps; tak~n by th'= Departrnent'of Insurance, 
ho notify.the Legislature and the people 
"~'h,e, co~t impac''t on senior citizen rnotor'ists ,of the changes 
li.:h the ft:.deral meclicare law contained in the ''Omnibus 
Reoonciliatlon Act of 1980." · · 
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(7) The circumstances surround:,.ng, and the bc;isis 
for statements made by, Mr. Thomas J. Hooper that 
implementation of Assembly Bill 1696 (1982) will result 
in a minimum increase in automobile insurance rates of 
$6 for every good driver in the State. 

(8) The basis for the statement attributed to 
Commissioner of Insurance that creation of a Division 
of Insurance Fraud Prevention could cut insurance 
company payments by 15% and lower insurance premiums 
in the process. 

You and your staff may, of course, raise at the 
Committee hearing any other matter relating to the 
automobile insurance system in. New Jersey. The Committee 
does, however, request that at least 8 copies of any 
prepared statement of other written submissions that 
you may intend to present at the May 2nd hearing, be 
delivered to Assambly Banking and Insurance Committee 
staff, Spires Caramalis., ,not later than April 29. 

In the spirit of Governor Thomas H. Kean's and 
Speaker Al an J. Karcher' s calls that partisan and 
other differences be laid aside iln order that we may 
best serve the interests 04 the people of New Jersey, 
the Assembly Banking and Insurance Commiteee stands 
ready to work with you and your qepartment as well as 
other~ interested parties in resolving the many 
problems of automobile insurance in New Jersey. 

Should you require any additional information on 
any of the above matters , you may con tact me at any of ·· 
the following numbers, (201) 482-1075, 482-1079 or 
482-4411, or Committee staff at (609). 292-7734. 

cc: Governor Thomas H. Kean 
Speaker Alan J. Karcher 
Assembly Minority Leader Dean A. Gallo 
Public Advocate Joseph H. Rodriquez 
Assemblyman Eugene H. Thompson 
Assemblyman Raymond Lesniak 
Assemblyman Louis F. Kosco 
Assemblyman John V. Kelly 
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guc.i:;l'!,E H; ,'HQMl>!i!9!'1 
V"i"C:if:·<;:HAl~M.11.N ' 

AsseMBLY BANKING 
ANO INSURANCE COMMITTEE 

CN-042 RE:C;:IVED 
~AYMOND LE:SNIAK 
JC",ij,tN'¥· Kl!tL'-,Y 
L,Q;UI~ I"• KO!i.!.¢0 _i 

ST,\Tli£ HOUSj:; ANNEX, TRENTON. N.J .. 08625 

TELEPM.ONE: (609) 984-0445 
APR 2 l 1983 

s.J. c~rarn . .:;lis« Staff 
DEPT_. O_ F /NS:.,;..;,. cc:: 

Co ""'•' ... . MMfSSIONER'S r: _ c· ,.. 

SUBJEC'I'f Announcement of the public hearing schedule 
of ~he Assembly Banking and Insurance Committee 
pursuant to Assembly Resolution 3026 (1983) 

FROM.: Chairman Michae1 F. Adubato 

0}\'l;E;: April 2l, 1983 

Th~ J\ssembly Banking and Insurance Committee will. 
bold. a. '.public hearing on Monday, May 2, 1983, beginning 
at; 10.:Q.p a.m.; in the General Asse.mbly chambe:r;- of the 
$.'!;ate Hbuse, Trenton. 

.._,,- t I . I.:. 

The .. public hearing is being. held pursuant to Assembly 
Res,olut;i.o.n 3026 (19&3.) sponsored by Assemblymen Adubato 
and: K0:s:¢0.,. and _ unanimous_ly appl;oved by the General _ Assembly 
op; Ma.rc;h 14,,, 19$3,, dir~cting the Banking and. Insuran.ce 
Cammi tt:ee "tq conduCt and immediate inve.s tiga tion into 
Sta:t;e I:ii;epartrnent of lnsura,nce procedures and prac.tices 
· in re,viev-1ing an·._. approving automobile insur anc.e rate_ filings, 
.a.no. <:i;±s.se.minating. i,nfoi;~ation to the Le.gislatu;re· and the 
ijtJ.l:;tJ;ci C •\" 

· Ttie:,-·Banking and InS]:lranc•e Cammi ttee inte'nds to lcbok 
· i.nto t~e following i;natte:rs: i · 

(lJ · automqcb.±le insurance rate fr{creases; granted . · 
by the, Oepar·trnerit Ot .. Irf:su.r ance wJthin the· last 12 months.; 

( 2,) the nature and adequacy of current automobil/:? 
i,ns,urezj's I accounting and. financial· reporting practices. in 
pro,vid£ng a true picture of the profits and losses of 
au,tromobile, insurers; 
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(3) the Public Advocate's opposition.to the rate 
increase fpr privatep.asse11.9er aut:.omobiles granted by 
the Department of Insurance to State Farm on April 4f 1983; 

(4) the documentary basis for the contention that 
an incre as.e in the personal injury protection tort thres
hold to $1500 will result in a substantial cost savings 
in i~surance premiums to motorists_ in New Jersey; 

(5) the circumstances surrounding the failure of the 
Departmeri t of Insurance, in its press release of January 71 
1983, to inform the Legislature and the public of classifi~ 
cation changes approved for Insurance Services Office 
filers, and of the impact of such changes on automobile 
insurance rates; 

(6) the steps taken by the Department of Insurance 
to notify the Legislature and the people of New Jersey of 
the impact of recen•t changes in medicare law on the in
surance rates of senior citizen motorists in the State;-· 

(7) the circumstances surrounding statements by 
Department of Insurance personnel as to the imp act of 
Assembly Bill 1696 · ( 1982) on New Jersey motori.sts; 

(8) an,y othe;r matter relating to the automobile 
insurance system in New Jersey. 

The· Banking jn<a :i:nsur gnc;~· ~9111ll:l.i.ttee expects tp scheeqv;~~ > 
additional hearing-~ t .~. Jll~¥ b,a .~~c::esga.:r:r, pn, ~h~ f5?.f~9"9~A'1 < .. 
ari9 . Qth.f:;!I'. .>mat te:t"!;f 're,iq;t,;ri"g to •.· tb<;) a1t tofuol?il~ ~I'),sµj:,jij~;~}.>J ;\· , 
sy.~tem 1n New. J~r?ey/ >Tlle dates, time~ an4 'places '9~-
:Eµ-~~f~ .... hJ~~,4ri~s ... iJi#, l;?J .. ~P.~~~F,,~ · )t·•. :A:, ' . . . ... - ',• ,., . ' ' '' ', , .- .- . ' . ;,, - •- "'' ·,·· . ' :-,•. -'". '' . ,.-.... '·,,. ', ,. ' ,· ' . ,'••. . . :·.tf.:.:.:\//-:·_\":;··::-· 

. · .. ·. i ~Qohe .t.\':l!Shir{;··:f 6 t,~ttt~' ·or requiriri~ addlti~~·~t't? ·•···· ii< •" . 
ihf o:i;:-ma1:iQn on t;.he May ?nd hE! a;- i,~g should cont act As ss.~~+¥<i( 
$anking and Insurance Committee staff, Spires Caramali,$, ,, ·.• 
at (609) 292-7734. Persons wishing to testify at that 

. hearing should, if possible, provide Mr. Caramalis 'prior 
to the date.of the hearing, at least six copies of any 
prepared statement or other submissions that they intend 
to present at the hearing. 
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the market during the I ast 12 months. 

Exhibits 8-2 (a) thru B..,2 (s), are Opinions, Decisions, correspondence 

and, where applicable, press releases in rate· matters described in 

Exhibit 9,,.:, l. Except in the State Farm matter and in the A IPSO Ad

ministrative Law proceeding, the Public Advocate did not demand a 

hearing before the rate approval was granted. 

(2), FINANCIAL REPORT! NG 

Attached are Exhibits C.., 1, 2, 3, 4, and 5, being my Decisions on · 

certain Motions made by the. Publ-ic Advocate. No appeal was taken . . . ' ' . . . . 

from these Decisions and, as yet, the Motions have not been renewed. 

Our Department, c,ver the last several months, has been studying the 

financial disclosure and reconciliation regulations promulgated by the· 

State$ of Florida and New York. · We also have been looking at the 

excess profits statutes. -of those States although we recognize that 

these ordinari)Y are handrnai_denS o(,opencompetition l~ws .. We will 

be pr'epared in the re~sonahly neai: foture to make recommendations _as_ 

te> how New Jersey sho~ld proc;eed down both or either of these '.aveny'es . 

·, betng mi,ndful of bur current practice wh•i'ch has bee,ri in 'effect}bh lp 

years of foll9wing the so-called "Clifford!! formula wjth res~ect to:rn ... 

clusionof Investment income in rate--making. 

(3) STATE FARM 

My Decision of April 4, 1983, a copy of which is attached and entitled Exhi

bit B-2(r), out I ines the positions of the Advocate and the Department. 

(4) C_OST REDUCT I ON 

In my AJPSO Opinion and Decision of April 4, 1983, Exhibit B-2 (a), 

modifying the Administrative Law Judge Decision, I $tated: 

"In considering rate recommendations of the magnitude involved herein, 

-
I am entirely aware of my obligation under the rating laws to provide 



that rates; [De adequate. Or: Lhe other hand, I am completely cons.cious 

&f the prdbiem of.affordability raised by the application of,the calculated 

in1Sfea§es·} especially when they ~QITle so soon>after other recent increases 

\h our prf~ate passenger rates. 

;,Affordability is riot one of the cr.iteriaofourrating lavv, yettheOepart~ 
•; ' ' . " ·, 

meht is Tully cogni:zantofthe. harsh effect the cbsto;f automobile insurance 
. .. ' . 
. . 

is having f.Dn our citi:2:ens, I lake trotf.ce of current legislative efforts to 
. ,. . . ' 

- ., . 

¢ohtaih th~ c:Mt of our overly exper'lsive automobile reparatibhs system, 

particulafly A-1747 (Gallo), and $-'-3059 (Saxton)., which wOuld increase 
., i 

the No"-'Fiua threshold and establish a medical fee•. schedule, and A-l719 t . . 

{C$allo}; Jhich would establish an lnsurarice Fraud Unit within the De~ 

partment ~f Insurance. It is not un'reasonable to cone lude that the 

\bassa@e of such legislation .would pr0duce substantial savings in our 

'Current :reparations sy$tem ~ · 

"'1('.)t it$ na:fure' rate.:..rnakihg is; prospe;ctive: Rates are made today Oh 

~a:s,t e,*!i>eiieh;EYe and should be proj,ected so as to reasoriably incorporate 

·cirev1elopi'h'~f'lb; likely to qccur during the immediate future. 

''P.t¢cto,fdlii~fl¥, I her·eby approve, f<:tr use by all insurersTniboth the 
. . . '. . 

·. ·, - ·.:.--

V<:ihdritary '.$hd invQluhtary markets' the flat charge{s) pe.r ca.··.r set out 
• . ,•'' - ,' • ', ' -· >' '. ' ·_ • • , ,. • ·., ' . ' .', • ' • • • ~ 

·· ·:t"'1:~;r ,~ny t$Eit $avihgs, .· as apprQpr,i~Je.l.y ,de;te('mJ'nedby rrie il1 ;;i/sub$e~q:~n:t 
;···, 1-(" .- , ·,.•, ·. i : ':·:_ ' . ,;_->: ,_.,. ,'. ·:,-:. _ ,'-' .. :_, :,..::,J ___ '• ., ,'' ,. -.-.- I;:>-<·',,' - , ·•'·c'"1, .··.•,·,- ~ 

· :~rqceeql'ingf J,ke)y .tb. reSL, t if rQfi1,"th~·•·:e~~;c!ll'lerit air ·the abg;.r cit~o,·• 6f ... · 

. $'itmt'lar ,· lefgislati.bh, Vfil:.1···.be·ca)cGlaied ~s i·scoon·~rs·prac:f:i#cilble {.!pob···· > 
. .- . .-··-· .. '·: -.··,:·.-<·,'· ... ·,:_-:':.~-' '>'•., >t.·· .. :·-,;''" . _'_.-: .... :'.:,· ,_· · .. -:·_·-·:·_.~,.:·".'..:-.-.::-:-> .. -.-_ ,-.;._:·' < ,,·' _.\_··.·: 1.•:.::· :- ·': :,..::···,,.-.,·,.>.·· 

e'h•a·c•trrfr:?Al. theh;by recll.lc ing.· or eirfhlnJririgthecapilat.ion dh~'i"ge(s) 

i'mpese:lil JtrdElr this Decision ,i 

¢:'A'Y 'specilic determination mqst awajt:nevaluation orJvdgrtrenJ of.· 

potie:nti:al saving:s of enacted legislation. I have no magk formula but 

beifi'e•s/e that with the s{Jpport of acwatial projetti'ons &nd informed 
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jLJdgment an ~stimate of cost 'savings can be arrived at. At t!-iis point, 

I submit that the savings under the cost containment legislation recom

mendecl by the administration are self-evident. 

(5) PRESS RELEASE OF JANUARY 7·, · 1993 

Our Department, on January 7, 1983, approved an I SO rate inc~rease 

averaging 7% state-wide and including certain classification changes. 

That filing was subsequently Withdrawn by I SO at the specific request 

of your Chairman because of his objection to the classification changes. 

The substituted filing, which did not include classification changes, 

was approved by me on January 19, 1983. 

There is attached: 

(A) Entitled Exhibit D-1 -- a copy of the pertinent part of. the I SQ 

rate proposal dealing with classification changes filed with the De-

. partment on May 19, 1982, which result.ed in the January 7, 1983 
' • < '. ' ' ' I 

r'aipro~af. ,Copies qf _this ·filing were:. ( 1 ) .. simUltan~ousJy furniihed 

:t6:t~'e-P~bUc AdJ6ci:ite bytheJiler, and{2) at his speci.fic r~qLJe~f •... 

h~r~e1 r~.the Cpairman of tt;i~•· Qommittee _in Jun~f qfl9~4 in.th~ . 

/i~enat·:~ .C:h~qib~~s here. in, the Stat~'House ~ ; lri 'acl9iti"on, _i:l ?ur6~a,:'.y 

• of tf"le cl ~s.s,ffication <:::ha,nges prbposed by the;f Her ~nd portrayi,n:g • 

d9I iar chahg,es Jri sel~cted terr{tories was given to your c::hairman ·. 

on December 13, 1982 by represent'atives of I SO during a meeting 

with him. A copy of such SL!mmary is attached as Exhibit. 0-2. Our 

file does not note any objections to the proposed classificatiqn changes 

from eit.her the Pub I ic Advocate or your Chairman prior to my action 

of January 7, 1983. 

(B) Entitled 0-3 -- a copy of a news story dated November 21, 1982, 

appearing in the Newark Star Ledger, describing the I SO filing and 

_the proposed classification changes. 
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. - ' 

1:. . ' . . ,· 

~,~~:l,~lj,9.~$ g:r;i 'th~ ~9£~ f1't?yr\ij:f\l.C.J ;<;9lif'}~.f ~4'.r· s.~n:Ji~r .~I-P~.~tl~.:. Ag,;a,fh.~~ · 
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(3) There have been several meetings of r~presentatives of our 

Department, our Attorney General, and the New York Insurance 

Department, arid the New York Attorney General, in respect to legal 

action to stay and to invalidate the regulation. We have been advised 

by our Attorney General that such ari action has substantial merit. 

It should be noted that legal action such as that now contemplated 

. cc;,uld not have been taken by us until a final regulation was published 

. and, as noted, that publication took place on April 5, 1983. 

On Tl-}ursday, April 28, 1983, Governor Kean announced that he has 

directed the Attorney General to 'file suit in Federal cot,Jrt to stay the 

· effect of and invalidate the Health and Human Services regula.tion. 

(Copy of press release attached to Exhibit E-1, dated April 28, . 

,983. 

:: .. ,. :,1-' :_ .. 

; , (~) :o~er\he ',I a;st few 'mont~s we_·h;a~e been explQr,ing poss:ibl·e ·:.•· 

· < :.~riie~~~•l!!rjJir to our .P ,·P ··f,aw ,whl~h.·ma1/.tontinue M_edica_re a7• ,.· 

.::~fimafy fof,'our :seriio;r ciHzeris'·· We hope to have the c:o~Per~it'idri 
,.·' .. ·:,:·- . . . . . -~ . . . ' . . .. 

: o,f: youf;Comm iltee in this. endeav6~ •. 
' ' ' 

('7) HOOPER $T ATEMENT . 

·In" response to press~ inquiries about the effect of the capping 

provisions of A-1696, our Press Officer, Mr. Hooper, dealt with 

the average, not minimum, increases on uncapped cars. No reference 
' ' 

was made to good or bad drivers; ;he refer·ence was to the effect on 

cars in uncapped territories, His $6.00 estimate ·was based on 

calculations developed by our Actuarial Department. A copy of 

such calculations is attached as Exhibit F. 

(8) FRAUD BUREAU 

The attribution recited in Exhibit A is not correct. have said that 
1 



' ' ' 

itihet'.ae ihii!!v,e 'be.en ;i0ndustry studHce,s• which ,e•st+rr1ate thal ,a•s mLiJC.h {'l's 1 So/o 

its:i> 2:0'1lo 1~r ithe· 'i:ns\Jr'9.'n1cedpl];a1r- Ls if•ost to fraud. 'I have 'f.l'o ;pre:i:,j;SE! 

ikril<;;,w:l:e,J:,e ,pf how mt!lch kaud 'there <is ,in •Nevv J:ers'ey, ·0r how 1m·w'ch 

CG,µh:11 )1),~ ,r·Goted out by pur O ivis.i'o'n of Fraud. 

fhe f !l~rida lnsurarice Oepar~ment c,or1fiit,r:ns the state'ment that 15% 

•t.o io% ~f •insurar:rce .i;::Ja:i.ms ar,e fraudulent. This is based on thei:r 

<?,pet9ti~n of an Insurance Fr.aud 'Division founded i11 AprH of 1977. 
' ' ' . 

The Fr/;i.ud \3ureaµ recently achieved its 500th conviction fo,r insurance 

.frayd in that State since the oinceptfon of fhei r Bureau. They consider 

their S~reau to have been a successful endeavor andt while they do 

n9t hav~ statistic;$ to (neasure the impact on rates, they reel that 

A. J.,..,.Jgg.E:, ....... on August 13, 198,2, I :wrote to the Chairrnah of your 

C~rolT!iJ~ee ab•ut p.o.s;s.ible amendments to A---l696. No response was 

rec/eiv~~· .tomy letter and·~,ftho0gh a· .. few 9f the.points· ccih$idered th~rein 

. were (;!~·aJt wi.th in subsequent leglsfation, a. number of ite•rns. rernai.fi for 

i1E>hs,i:d~hati qn,. 
. .,, 

~,. .. 8-t:'9p¢S~?:, fµtt.Jfe L~sjsla{lon .. - .... Wbil.e.· presently l.hav'e no specnfii 

r:e~qforr1¢n9,3.s(fo~•$···bey~ntL·1\i~isJa1i6n ctlT~aoy,j ntho.dueed ana:· rn¢rilrdried 

i .. ·i~~ov,ij ,: .. ;i:.·.·{~; m.Jn~tJi th~t'>~~ .. ~a:y•···•~i'~h.io··• d~n•.~· i¢~i.··••.the:.Jcisl3,ib1:;·.r:~~~·al•.•··•·· • 
,·'/·;:·, 

·.·~f co~JJ.'l·sJr;}.•11:ib•1'liiyJ.g.$~~~~tei~;Hdth~:,JuHtii1aj~nf&f'P:r'¢f~JH~ii+i\•·\ ··· 
· Rartic1ul•al?IYii{sads;f~,ic}~tY 9e1st,. ¢orita{hhl¢nt·. resu I ts a re not otherwise 

·.'/., 

a,µto. reparations :system •. 

. . ' . . 

FihaJJy.; and perhaps most importantly, in. respons.e tb•Jhe next to tbe 

last· para•.graph of Exhibit A, I· rriust record rny hope thatyou.r investigation 
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is not permitted in any way to divert your Committee's(attention frpm 

the prompt consideration and, hopefully, the passage of auto reparations 

cost containment legislation, (such as 1747.), which has been pending 

before your Committee since July 8, 1982. Reducing the cost of our 

New Jersey automobile reparations system is the only real way, imme

diately at hand, to stabilize or reduce auto rates for all New Jersey 

drivers. 

CC: . Governor Thomas H. Kean 
Speaker A I an J. Karcher 
Assembly· Minority Leader Dean A. Gallo 
Pub I ic Advocate Joseph H. Rodriguez 



cfiig No. 

.<J60/s1..;9ch 
·1366 
:25 

.. 
·991 Step I 
991 Step II 
29 

609 

50 
i658 
Dept. II 

659 
35 

1495 

431/82-1390 
28 

1677 

105 

1833 

967 

. co·mpany N:ame 

AIPSO 
AIPSO 
AlPSO 

ISO 
ISO 
iso 

Aetna· 

Allstate 
Allstate 

. Allstate 

Colonial Penn 
Colonial Penn 

Keystone 

Liberty Mutual 
Liberty Hutual 

Motors 

Prt1pac 

State Farm 

· Travelers 

.. Letter Company 
Date "Re9.uest,E!t,l 

5/2(J/81 +94.6% 
·~•-i.:·.', =.~: 

7/08/82 ·HS.0% 
1/11/83 + 7.0% 

5/19/82 +15.0% 
5/19/82 +15.0% 
1/ 18/83 0.0% 

6/30/80 +34.1% 

1/05/82 +13.1% 
·-7/12/82 +15.0% 
N/A + T.0% 

4/01/82 +47.3% 
1/14/83 + 0.4'X, 

7/22/82 +15.0% 

5/06/80 +21.5% 
1/10/83 + 7.0% 

8/05/82 +1~.0% 

l/18/82 +25.5% 

8/26/82 +rs .0% 

5/11/82 +.28.5% 

Date Overall 
Date PA Rec. PA Rec. ~£royed Effect 

12[06/8-Z ·• •~. • ·.-,c-;,-

+ 6.7% 4/04/83 +26. 1% 
7/13/82 0.0% 7 /09/82 +15.0% 
1/27 /83 0.0% l/28/83 + 7.0% 

7 /07 /82 + 9.8% 7/02/.82 +15.0% 
7/07/82 +ll .4% 1/07/83 .+ 7.0% 

None None 1/19/83 0.0% 

8/18/82 + 7,6% 9/02/82 -t·25. 0% 

2/23/82 Indet. 4/20/82 +l3.l% 
9/22/82 + 6.2% 10/04/82 +11.0% 

None None l/l0/83 + 7.0'X, 

9/30/82 & 10/19/82 +35.4% 10/20/82 +32. I% 
None None 1/25/83 + o~4% 

' 
None None 9/07 /82 +15.0% 

None None 8/02/82 + 15 .0% 
None None 2/15/83 + 7.0% 

12/08/82. +15.0% 12/10/82 +(5.0% 

7 /01/82 + 4.0% 7/02/82 +18.5% 

2/10/82 - 9.8% 4/04/82 +JS.0% 

10/15/82. +29 .1% 10/15/82 +27. 1% 



Letter Compaity Date Overall 
.ling· No. Company Name Date Re9.ueSfed Date PA Rec. PA Rec. Approved E-ffect 

-:;· . 1\ ''?-,, ~ .;( 
-900/81-901 AIPSO 5/20/81 +94.6% 12/06/82 + 6. 7% 4/04/83 -t2tr: 1% 
'.-1366 AIPSO 7/08/82 +15.0% 1 /13/82 0.0% 7/09/82 +15.0% 
1.-25 AIPSO 1/11/83 + 7.0% 1/27/83 0.0% 1/28/83 + 7.0% 

.-991 Step I ISO 5/19/82 +15.0% 7/07/82 + 9.8% 7/02/82 +15.0% 
-991 Step II ISO 5/19/82 
-29 ISO 1/18/83 

- +15.0% . 7/07/82 ~#t N"'4 1/07/83 + 7.0% 
. 0 \ \ / i \ None 1/19/83 0.0% 0.0% ~-A. ,,.,,--; None 

-609 Aetna 6/30/80 +34. 7% 8/18/82 + 7.6% 9/02/82 +25.0% 

-so Allstate 1/05/82 +13.1% 2/23/82 Indet. 4/20/82 +13. l'X, 
-1658 Allstate · 7/12/82 +15.0% 9/22/82 + 6.2% 10/04/82 +11.0% 
Dept. fl Allstate N/A + 7.0% None None 1/10/83 + 7 .0% 

-659 Colonial Penn 4/01/82 +47.3% 9/30/82 & 10/19/82 +35.4% 10/20/82 +32.1'% 
-35 . Colonial Penn l/14/83 + 0.4% None None 1/25/83 + 0.4% 

-1495 Keystone 7/22/82 +15.0% None None 9/07/82. +15.0% 

-431/82-1390 Liberty Mutual 5/06/80 +21.5% None None 8/02/82 +15.0% 
-28 Liberty Mutual 1/10/83 + 7 .0% None None 2/15/83 + 7.0% 

·1677 Motors 8/05/82 "+15.0% 12/08/82 +15.0% 12/10/82 +15.0% 

·105 Prupac 1/18/82 +25.5% ·7/01/82 + 4.0% 7/02/82 +18.5% 

·1833 State Farm 8/26/82 
~3 ,,. :, 

(,~ 

. +15.0% 2/10~ - 9.8% 4/04/,M +15.0% 

·967 Travelers l0/15/82 +29. 1% 10/15/82 +27. 1% 

-\--c---s n_ --\\-r= 
~~~- ~-- . . c· C: 

·,;;_) y· 

...., 
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ql .-v-t.~<l/:tfl~~ 

Kxhlr.l, r p~21 

\9,.tt' ~A:;~%Wc lc::iHi~J @~,~i~Jc,p st ~~r:nir.i?trg~ty~/ ~qyv J.uc;:ig~ Qia,na c ·• $t.1kovich, (A(..J), 

B~,,1€.:9 ~t.S•trr•?~r 1.t, l 9Ji.?> \8/2! fii;ly9 VV:ith; r:n.~ c,ri ~hc1,) c:la/¢. Tir-ne fqr my review 'llia? dut)( 

· t~J\·.i;-i.s,,t9i :I?\i)( ~,9/: 1i 4" l~.~~-. 

tn addftion. to, AIP-$0, ~,~.<il.,t.~ r~.rr.i My.tua .... 1. Aqt9,1%19qsit~ Jns,t.1;r·a.nc;~· Cc,mpany. and 
,·: ;: .. ~ 'i:~i;,~j ·•:;,t : \_ '.'. ·._-.; '; _,_ ', r" _" '" , ·•· s/ '" .. ;a 

i:;, .. 9·~F,~\'f,,. ✓i 1't,sYA~t,.:v-.;~r.~. l?,e.ti~iqp.~,r~. afi'qJ i,n~~.r,repQrs in. this, i;>.ro.cf;e~ing>. I' do not· di.sturb 

¼~·-~, ~\½+ f;ip~i:9,~'i~F i? Ge,s;p~.~ t; t;C? th.~rn.,. 
:J-i 

~LFf.?:%/?r i s;1 ,1,, I ic;:E:n~,~9· r,~,t:lt?ij: or,gar:ii.~at,i on in the .. Sta1te, o.f; New, Jgrs.ey and , • on 

q.~h,~l,f q/ it\s;[; rr,)~p;J~~:E~,ll?,~.ins.,.trie, ins.1.Jr:;-e,Qs. wr:-i.~•i,lilg,pr,l~a;!e pa.~s,enger autornbqiJe ins.ur.anc:es 
_-. . . . ·. . _- . . , 

.-.·t,~.S''?M.gt? ttJi,fr 1,,~JS1·~·R9:;i.1:~ I n?;,yrapqe, !?:Lari,;, (A.IF?),,. ith~.s. req,ye?,.t:~c!:: s;~bi~;ta.ntia.J ... rafe. reJi ef; 
• C • , ' •. • • 

7v;~7r4h~;; h~.s;1,. <?:f::•;t.Er,:~m-ir,~p,tr%t. 4.Jl?'~P: rne:rn~,e,":S;c a.it'e eptitl ep"' t9 a> f:laJ per qa•r inc;rease, \n 

·•'ii~~r,t99;:fiir,>rh~r;p.~.n~:te&9,t%y~J{~:r:.a;~~i~(,. (.Rl8i:q;hqi.l:3RqiJ.·y,·•lnjp:ry.k,nd;·j:pr,..q~¢/'(~0a;rJ'.11,fr~/;·•·•.•···• 
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' ·· .... · . . ···· .. •.· .. •... . . . . '> '· i :,:· • •• : ·::: 

thes.~., Ha,t .. c;a:pj taJ iqn .. fee,s hay; !?~;~ trended 

tproygh.MJ1r,:~ •. 1,, 19~;3 a.Qd•., I hqvefurther modlfied,themdor-,·.ny,,;ard: toCre.f.le.Ct:· {1) rate ' ,.,._ ·- ,- .. ' ·,,. " '. ,; _; -_ ' ._ ' ·, . '-,'_ .. , ,, . ' ' " , ' -. ·,.·.·,,,. ' . '. , . .,' : .. --·:· ., . ' ~ 

. ' "; . ' ' ; ]".\,' , ' . · .. · _· . 

insrea;?,@,~ 9r:- ::[:\tf',~ .. sinc:e .. the.da.te,,oJ ,tt,.e,ALJ's Deci sio.n. and:(2) ttie,. effE:ctoL~sin9 
., ,' .·"' •' '. ·, .... . -,. ''\•.":··· ' ' .. "'·' ,_, . ' '-._ _.-' , .. ,-.--.. ·.·· ·-.· '' . _· . . . . ' .. 

b . d "I ::::i. · :i I . · · · . · · · . ' . Th d. ·1 .. f h .·· cpr:7,,,in~a,i'.""i .. :ap;.. vo.untar;-y:,.e?<P,ElTle.nc,Et.for tri~,volur)tary,.r,sl;<. · ·.··.· e· etaJ,S 0. f.eSE' 
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computations are in the attached Exhibits. For the sake of clarity, the final calculations 

are stated here on a per car basis. 

PIP, 81 and PD Liability 

UM 

Cornprehens ive, or 

$ 14.00 

5.00* 

14.00 

Comprehensive and Collision 14.00 

Total $ 33.00 

The State-wide impact of these increases is about 5.4% or $110 million. Thus, the 

policy constant or capitation charge now rises from its pr·esent $42.00 per car to S75.00. 

At the threshold, I express my initial rese,rvations in respe::t to the 

recommendation of a "single tier" rate treatment for both the residual and voluntary 

markets. Likewise. I have some concern about distributing loss costs on a capitation 

rath_er _than a t_raditional classification system. Upon reflection, however, I have d~cided 
) 

nQ(to qµarreJ here with either the single tier or capitation approaches; $ince t.ttiu$.t ·.--•• 
, . · r, ,.; I ,,\ • ., • , ,' , , , : • • , ' , ' ·' ':., ·' '' ,.,'· :',. ,,f 

re~iq.fuar;rnarl~et operation and tha_t the capitation approach has be.en in 
' ' ', ~' / , , , ' ,,, , ' '; ' - ',' :. . . '. '' ,- ' 

'f~t'(~~yer:;al y,ea/s ,' Bb~h of these appr-oa.ohes ar·e ir,~orporated ir,,, A.,. 
,',;••,:•,:_, •,,• ' ' ' / • , ' ', I ' 

la-w arid wh;chbecomes fully operational on Jan~ary 1, 1984, 

lh considering rate recommendations of the magnitude involved hereiri, f am 

entirely aware of my obligation under the rating laws to provide that rates be adequate. 

On the other hand, I am completely conscious of the problem of affor·dability raised by 

the application of the calculated increases, especially when they comes~ soon after other 

recent increases in our private passenger rates. 

;.._ffordability is not one of the criteria of our rating law, yet the Department 

is fully cognizant of the harsh effect the cost of automobile insurance is having on our 

citizens. I take notice of current legislative efforts to contain the cost of our overly 

expensive automobile reparations system, particularly A-1747 (Gal_lo), and S-3059 

(Saxton), which would increase the No-Fault thre.shold and establisn.a medical fee 



schedule, and, A-J719 (Gal lb), which would establish an Insurance Fraud Unit y;,ithin the 
' ' . ' 

0¢::>at:rn.ent of lns9rance. It ls not unreasonable to conclude that the. pa,ssage of such 

legislation would hroduce substantial savjngs in our current reparalion.s system. 

Of its;nature, rate making.Ts prospective. Rates are made today cnpast 
t; 

experience anq s~oi,.1ld be pr-ojected so as to reasonably incorporate developments I ikely 
. (/-

to oc;c;\.,lr quriAg t~,e irnmec:Jiqte f4ture '. 
. ' 

Aceq~dingly, l hereby approve, for use by al I ,nsurers in both the voluntary 
\-

and tnv9lumary rtlarkets, the flat ch~rge(s) per car set out below for policies effective· 

on and. after Jqne l, 1983 provided, however, that a~y cost savings; as appropriately 

oetermineo by met in a subseq1,1en.t proceedi119, likely to result. from the enactment bf 
' . . ~ 

the above cited', br similar, legislatioh, wfll be calculated as soon as practicable upon 

e;ri=acvne;nt therebi reduci11g or eliminating; the capitation charge(s) imposed under this 

Decision .. 

'T\--entconi; t-J~w .·J:ersey 
ApriT4,: l9S3, 

· E.n,c I o,s.u1N::,.s 

PIF-1, 61 and PD Liability 

UM 

Compreherisive, or 
-··-· 

Comp,--ehc:1nsive and Col lisjon 

(~ee, Atta.ched s:rvice Lis;t of Pa,rties.) 

$ 14.00 

5.0.0 

14.00 

14.00 
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TRENTON - The failure of the Legislature to enact pending auto insura.,ce 

cost containment measures has made it necessary to accept the recarrnendation of 

an administrative law judge that an additional charge be added to the insurance 

premium of every insured car to meet mounting losses, State Insurance,Camrl.ssioner 

Joseph F. Murphy said today. 

However, instead of the $44 to $58 per car charge reccmnended by Adrninis

J:rative Law Ju::ige Diana C. Sukovich after an extended public hearing, Murphy said 

he wOJ.1.d approve only a charge of $19 per car for thos,e carrying the mandated . . 
lial:>il:i.ty and uninsured motorist coverages and an additional .$1.!i .fo!" those c;:ars 

' ,_., i, ·. ' ., ' ' ,, 

.'~i;:#':~~r~etj~:i.ye and collision coverages, a total of $33 fcir those with :fiill 

. . . ' . ' ; ' . . ' 

'He ad~ed the n.ew cha,rge would'.be eH:eotiye Jtme i · ~, ~~sted' that, p~t•.·. 
'.,· • ', .,,, ·,. 1 ' , J·: r,,,:{, ' . ,· :, , , .'· ,, 

' '1~gi(~latiV:e adti6ti ~:-·¢6st::~contfoi:;coiild 1~d't:o a repuct:ion,t>r~~limi:nat~bh.b:fthe• 

·-••:chci-rge ... _ 
· He, said that any cost savings likely to result from eriactmeht of cost 

· control legislation could be quickly calculated in accordance with standard, 

procedures arrl used .to offset the additional charge per car in whoie or in part. 

At the same time, Mtn-phy al so annO\mced his approval of a 15 per cent 

increase for St_ate Fann Mutual Automobile Insurance Company; the state's secorrl 

largest auto insurance carrier. It is the first increase for State Farm since 

August 14, 1981. 



:Page Two 

Ml,:n:-phy ':noted that thei const.a,ntly increasing cost of auto insurance in 
-· ,; 

New, Jexs~y' .:wh~s.e moto:i;ists nc,w·pay the hi~est average rates iIT the COtmtfy' 

New Jersey's overly generous No-Fault law. He said the only 

Wf#.Y the r.;¼tes ~.an be brought down is to s.tern the outflow ot insurance payments, 
1 ~-

pali'ticwa:r:"ly ift c.3;ses .where injuries are minor,,1:nd through placing a ceiling 

. ()J:1 medic;qt payments ·ancr rboting 01.1t. fra.oo. 
;,,:( 

These goals canl?e rea9hed, he added, by enact.rnent of the two pending 

q~J.ls.) A.,,,lJ4i-7,. ,which w:>uld :i.ncreasl? the No-Fault threshold to $1,.500 and es.,,, 

t.:11iEis,~ a s.cheawe ot max:i.JilUTI rned.ical -benefit payments,, and ft.,...1719,. ~Ch would 
'•\ ·, • . . . • J ; ., . ' . • • 

~.w~r the ]'Oe~a:rt:rnent o:f: I-qsut'an.ce to irivestigate · cases .of suspectec;l fraudi 

wt[lt~h :Rs est:i~ted to sipl:iori off a.s IllµCh as 15 per cen,t_-of -the insuianc:e:.dollar . .. : 
-~. 

. ~ ... , 

"It i.$ not um-eas.on;ib1,e· to conclude that the pass~g~• of stieh legis'.tatiOn 

~~t IJ~~~ .§til>stant.ial · savings <in 1 our reparations system,'' Murphy said. 
,:· '. ' : 

~e 1.JSrof a flat .3.ciditional chairg~, per c::.ar;. whicllis ref:e~ed to. as a 
."'• ,' . . . 

i7Plic:y, ~on,st;;in¢;.Wa~ int,r-Q(iuced inNoV~1t, 19:00.as a means of of:tsetting losses I 

in ·tt;le• ·. N~w, .. · Jei;~ey ···.Aµtcro<Dbi le . · Insuran<ce.· Pl:an · (Asstgr1ed· · Jti sk).\ •. 
, ', , ,'e•' : ,• • • ,. • . ' •, , _, ·: ... , •_, _.· , ' 

It was set thett 

/. g~ ·· $¥)•. tpr- J:l'leit~;:1t>f1:·tti. cov-e-rag¢$ ~' $~i .fop compfenensiw~.· a~ .,~ ,-· 

. · · ..... (?0,V~lr~.e§•, ..• .a:\tr.i~~t.••·· qt, .$~z;o· i/{t •·· ·•· 

•. ~ ~€~~i•~,~.~~J~}~.Jii' ,·1~:~i.;i:i~~ii{s'!'i(~\ 
···cqp$~qflt•.,· .··wfm\\i:wi·t+·r,i9wit-~r.•.•ti~,,t~sii•t.o#··t.2.~e;\1i.aoi.@i~}l'db~Jf~~~;, •. ··ti.'~?~i•:~f:'.'.',,.· .. 

.. c;~ fa>~ Mr · e.&y'1',,g": ~t rt d!i,i;~ t\tr ~~ ~~·; ~t\r'V,<;>f \"'Fl'!Y i'i#' ~#~ 
·ri.sk. . . \ 

tfudei; ¢rad~t~oria.1 pract{Ce in New-Je~sef, the Assigneo -Ri~kPiari :ts uqt 

per.,itt;ed its '._ 1•t~~ systiem, . fastea,d, h ..,st Us& for t.l\e l;e.iottfi:y coverages 

the . nat es ·.•;J~ed. i.f •r. t.fue •. stat.Ea' s >lla>jol:' · ra<c;i,g !,ur~at,, the LnS'-\rM,'e Ser4ce s 

Qtt1ce, .. but i.t 1.5: \ie'lJITU:,tteGl. t,o impose heavy; sm-chamges. forrn:Jtor v.ehicle vi.olatioru 

l . 



Page Three 

The recannendation tor an increase in the policy constant was made by 

ALJ Sukovich after an extended hearing last year on a petition by the Assigned 

Risk Plan and State Fann, which sought a detennination that the Plan was entitled 

to a rating system based on its own experi,ence. 

The administrative law ju:lge rejected the contenticin rut agreed that the 

continuing losses in the Assigned Risk Plan required an increase in the policy 

constant. 

Murphy said that he was able to reduce the recorrmen::led $58 charge to a 

range of $19 to $33 by applying as an offset the seven per cent increase approved 

for,most of the companies last Jarn.Jary 10 and also taking into account the effect of 

combining both assigned risk an:l voluntary experience in detennining voluntary 

rates. 
~) 

. The new charge will yield about an additional $110 million in pr~l.Jl1l 

a yearly basis. 

The State Farm increase will yield ·al'.\ adc;litional $17 n:rl-llion :i.n ~tlnU9,-l · 
. - ' . . 

· prerniµm. State Farm i't'isures about 10 per cent of the vofµnt,p:y rna;rlfet:, qr 2P9,~ 
I , 

cars. 
# # # 
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""li\: \ ni,~~~"£1 ffi•r~Je·~(Qfffoe,? flS(l), '~ r~ti~g: 'or,~a,iftatiOM tt,~~ ret,resehts · ~t:)oi.tt 200 .. ·· 
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' . ;· . ·. .. :"'. :, . ' . ·.-.,' : ~ . : . ' . -~ . " - . . . ·. ,~,Ht:• l ~(~~oq~l <;~t~ 0,lc'. ~J?,P:~q~iry,e,,te:ty ?Qfi of 't"" V"lunt,ary rria.fkd:t' in th~· State.'. All$tate 

· \•~::t:::r:1::z:.::2:1:~:~::::~~•tAsl ~WY• 

. +,ti,, 9,9f~~J.!~J~r,1, f ,J~f.l _.-~tt-. ,O,·~~;r!m~m,i,'.·~:: ,~!uar·i'~~, !"d the,·.pubt ie Ad\/oca,te , · atid in line"· 

~l·~. tittl;tf r,,~?,:f.flf}li;~~~:i~:s; ~,f,· tm~:'~~~~~a-~·~l!i( Et~-,»,,. M\lh:11:ty,: .al,l•W.ed afi.· i•~'Cr'@J~e'. of ··only. 

%\tr' It,~ ~~\~·~Ffvof·~,:11,,i\J':~~$~.l- irh~··in:~re,~&,vti:Lt .fr,'~ce'. at\' add·iti'drfa,1; annuai 

~~,~;j., 9:!' ~,~:~~~~t;~,I'½' _ ~'.~4,~09,.i,.Q9,-i:; 
•m,,., ~~lt!.rt~ii;i:~J~f;~;~ a~~~,i;9J,l\)t~;' _Q~t;. tf1-~'. N!ew" .J,&f''S:!!f.Y,.has; ¢n41,'oi; tth'e'~·m'd'~t: 

· .·~7~~~~~~:i?t{~lril~;;~;;~;~z;~,, .. , .. 
ia~~r.-aw.c~; wtl~tt, eQnt:f ,1n4~t\, tc, .. e~-ta~•:.O-· 'J,, · ·, ,. > . ,, .. ·. , · · , , · · , · " , · . "' :) ·: 

I i,,•I >l:•~!,,~;:/ ,' :,:,/,,,;, ,\~_',,,•,\. ";,•\,:' ... ;~',-:\':,/,,(, :,(,:-..,.f~:.~" ',',•,:'!,• ~-;,\ ~ ' ,: •;' "''--<'I •,_,'1'~.l, :: ; ,:••,,:,: 

, ·,;:- · ,, ':· ·,~fJPi:ily:,~~i\i;o:, hoG~, rt<?,t~,):if-~til~~a1A:c<>i;o&t.i¢r~s'te,~:i!d-l~~-int~rtti~itatt:.i're~~f: tt,~ J(d-i,::\1 .. ·,,.· ,: ,, 

·•·.·.:ttc:1t~=h.!if lt~;i~i:i~~?lf \····· 
·r:,~"1-~~g<l~t9•er,t~i,~ ,, ,'')?j~~-: q~:trl' i:nc::r:eas;e~~t,, dt'N,.~r.: A,I_ F)}[.¢;~:~$i .. : ,:~urp~y'. .~m~t-t~s-'i z~· tHat'· . 

. (<JJ· ~f:. A~J 69il: d~e~.;/bli.qpme:r I a~<! th~, autoll'.1&ttc: r~l~;i ac:lj~Sti"TH!~t•feature: wi'rt n91·• b'eedrtte•0 . ' 

·o~,t:~fi,¥,r.d\4F'irfg;'.:l;~i;,aRdr(2t'l$p:ha:S:~9J'~ed,th;ai:_a~y~r:~,te: .. :rnttea\se,-r'.f!is1t&(t•ingrfr-otrt_·~fs,, 

at,1t?FO~i;or: rt,qs!;rfr~~Mp,r.y .. o,f,th~~ A~.J .• cj~~ts;,~~;~9-~t~:-:b~ir"~i;IC~rby:tttei 11i Hit~., irib;~•eas~; 
-· .· ·• 

a, Pf~Y,~'.J:tofA~o/1-;• .· rt,-,.:tt,'.t~}lait~ll! c9~r,~Qf iotn:,· M~~i,:y,:p9Jrt{~:. ~u.t,~hat if'· th~.: _;~¢'0rtlrr'h!nd~tlon~-. ,· 

of.(ti":l~!i:,A~J.;: w~;r.ct;,,~h~it,m~t-,a~~: .u~~(i•-;i n;; thei!,M'.,Xt,·f~~ivve.~~S'.) . Were'.1 adCJp,te~: W-HrtbO't ch~ng~;;· 
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there 1.vould be additional charges for all filers but these charges to I SO rated insureds 

would be relatively smaller. 

Mur,:,hy als·o noted that the A IP probably would apply for and receive the 7% 

increase since its rate·s have been traditionally geared to those of I SO. In passing, it 

is noted that A-1696 requires that· auto- residual market rates be the same as those of 

ISO. 

# # # # 

' '· 
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Phorl'e: Trenton (609.) :292.,.6499 
Thanas J. Hooper 

'IICR REi..eASc . L."MEDL\:tE. . .-~ .. Jan •.. .L9. ,. .. 1.98.3. ...... 

- ·~ Sbatse ~e {:0;;:»nil;ss1~ JosetJh· F. ~hy said ·today 

.. ··~ a .~ :~qh to ~· a ;re~e· ·~ ,the Insurance Sa:vi.ces Office, 

, ·:a,·•~ ~~:,'tdt"· -200· -~~ ~ect:s, 'to wttbdtaw .. charlge$. in tbs· dd.ving 

l~;8Si$l;:ffl~t:m ·~!lim· ttbi'.t -~. ':QO :taJm ·s:fe«: J~ 10 .. 

~ 5'~1··i1W!· bis U!~. -an d~ 1~'li!J ::tSO·'s ·;request:· ·•aid :per~ 

fd:.~ .tt-t~ '.f#i,W~ '~U- 'to •~'f.lllfe 'basit]g •t·es on ·the ;cb::iver •·ciassi-

a~;;;z 'pUfb l:~t ;~ ,~·.,in ·meet p:ttor·'to J~ 10 .. · ·'Jhe ,.~ :Ls 

\!re~Ve 'tb t.5--fy t(l. 

·;,~~·~~Lah '.1;1s.,~~1nrrt:1e,~1'1 l~~ ,sa1d, · fT;a:nfl 1£ ·:rso ~ers ·to :go 

i~~• ~~. ·i~~i)~~,, '~/EiJe-e :1:s ~ rea:sGn ,.,_ it .. ::~el :not ';be -:all.owed rco 

·-~-,;ft 
{ 

'h i~ lt,l::m :;~a,·~ ',rn:,1ip,toai=sed· ,tae ,21"7 d.r:L~ e1asses,,, wi:ttdl ,am 

·. '~Eii ;,on ¼•~ ~six,, -,~ti"J sta~, ~ :ase ttt: :the ,~b,,: \i.nto :161, •. 

#. j 
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.Prqposed Federal Regulation Concerning Hedicare 
. Benefits' and No-Fault Automobile Insurance 

In •larly Junia, 1982, _ this Departmenc (u..-ider present ::ianagement) -first 
~ec.aI:le a.\o:.ira that the Health Care Financing Administration (Fedaral) has 
proposed a regulation to implement that portion of Section 953 of the Omnibus 
Reconciliation Act. of 1980 which ,.rould exclude ~edicar_e payments ,where pa~r.:icnt 
can easily be expected t.o be made under an automobile or liability -insurance· 
policy or under ::o-Fault irtsurance. _ This proposed regulation was first · 
publ,ished in the Federal -Resister on May 17, _1982. 

The Na~i~onal Association of Insurance Commissioners, in which_ l~ew Jersey 
is active-, adopted a Resolution at its Summer A~ual Meeting in Philade_lphia, 
t1eld ,Ju:'le 6 to· 11, 1982 in opposition to the prorosed regtilaticin of the Health 

· Care Financing Administration which would void State laws and maI~e No-Fault 
· pd.mar:-1 over :!edicare, stating that· the pro-posed regulation is objectionable 
for the followi;ng reasons: 

. . 
· L It is contrary to the terms _and intent of th• Omnibus 

Racoticil.iatibn Act of l980; · 

2. It d,irectly increases the cost of automobile insurance to 
the elde:i:-ly _in ~;c-Fault states without providing any 

· tnc.raase in health care benefits; 

3. It ilii'i)Qses an une(iual burden on thia elderly in ~lo-Fault 
States, 'who tm.1s t -;ay the same Hediqare premiums as those_ 
in '!-:on-:-to...;E'aul r. stat es while receiving a reduced· level of 
~ied_icare benefits ; 

4; It does nothing to. reduce overall insurance costs, but __ merely 
shi!ts the burden of such_· costs t.o · those who can bear it -
least; and 

5 •. 
i . 

It requires insurers to assume obligati.ons under current 
policies for which no premium has been received. 

Immediately after ;;reliminary discussions ~dth interested groups, .such as 
.:he A.I:eric.an Insurance Association, Anierican Association of P.et.!..=ed Persoi!s, 
Colonial Penn Insurance Coopany, etc., the Corr.missioner on July 8, 1982 i---rote 

·. to :•Zs._ Ali~ J..and.l~tt, Director of ~ew Jersey's Washington Office asking r:-o be 
advi.sed of c;1e prasent stacus of this proposed regulacion and ics. ;n-ospe<"' cs of 
adoption. , . · 

On July 16, 19_82 Commissioner ~lurphy ~-rote to· Hs. Carolyne K. Davis, 
Aci:niniscrator, Department of Health and Human Services, Baltimore, :'..3.ryland, 
expressing iis concern about tha serious effect that the proposed :.egulation 
would have upon automobiJ.e Per:3onal !njury Protection (PIP) insurance rates· in 

· th~s Scace, particularly, in light of proposed legislation introduced co ach~eve 
cost savings in· the area of :fo-Faul,t coverages. He also expressed this 
Depa·rt::ient' s concerns as to the propriety of this regulation in light of tt:le 
provisions of the McCarran-Ferguson Act:. 

) 
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O:iscussioris were initiated shortly thereafter ,tith the Colonial Penn. 
ifrsur~nca Coinpany through their Vice President and General Counsel for 
Government Affairs. ColoniaLPenn is the largest ..riter of automobile insurance 
f 6r sertior d.tize.ns in this State, and in 1980 when this Omnibus Act \1as passed 
i.ittder the Carter Administration was affiliated ,;..•ith the Ametican Association of 
Retired. Pers~rts .. Because of their particular int~rests, Colonial Penn has done 
the most .e:-:tensive research on the implications of. this ri:?gulation which v:ould 
change the relat:iv~ position of Medicare v. r;o-Faul t from primary to seconq.ary. 

·•·. .In Ocboet, !198:Z a carboh copy of a legal Brie£, prepared by Colonia.l P.enn 
Insu,rance C06pa:ny regarding the quast:ion o.f ~kCarran .... fer.g:uson. Ac 1: applica::ion., 
t.;.as ~ordfr~ad to our Washington Office. On October 26' 1981 a t~S?Onse ~•~s 
.r·eteived ftcn Hot~ard .. Sha1'iro of. our. Washington Officewhlch stat·ed. that •·1t was 
clearly the J.ntent of·.· Congress. to ma1'e. Medicare subordinate to. automobile 
11abiJ,..ity and Nb-Fa.ult insurance, regard.less of S'tate law .. Any remedy, 
tlier'efore,, would have to come from Cohgress ... it is unlikely theY t,;ould ne,gat1e 
a. }.!edicar\a savings item passed two years ago ;.. . or th tough the cburts." 

.... · .... !He fic:Ca.rtan;..Ferguson Act, whlch. reserv~:~- to the states the right :to 
t·egulate i~surance and provides >that no. Federal l.at.r shall be cons.trued to 
•stiper·sede a State law unless theFedetal statutes spec,Hica.lly ttelates to the 
bus±ne.s's of i;t.siirance. · rt. seems the gei'leral opinion in Washingto.n ~,as that 
Setticth 9:53 of thia Reconciliation Act relates to the busin:es:s or ihsijt"a.nce~ 

Jin mid-July, 1982, as pa.rt of a meeting 6n an unrelated tnattet, th:ic,s 
:prdpo$'.td change was di.sc~ssed. with the New Jersey Cha!)ter of 'the Aneric:.an 
Association of Retired Persons through the:b: Legislative Chai'r:rtan Russ'ell 
·mHar'tilan and thei.r Assist~ht State Director Walter Sheldon. Tht:lY were aware 
at fh~t time 6£ this pending change. 

During receht coriversations wi:th Hr. Ron Hagen :of the Insurance Leg.isla..tive 
Sectihn bf thee Afuericart Association of Retired Persons' it "1'a:s affirmed ,tha:,t his 
association did not oppose this Omnibus legislation in 1980. The .1:easbns :giv.en 
-weI'e that . thtfra ·wiare other things in this legislation ·on the plus side for 
~e!libr '<:iti:teh':s and that overall imp.act was considered. I't was also learn·e'd 

· tha.:. thiire fs a similar regulation desigtt~d c,o reduce. the strain on the Hedic;;.r,e 
, Tru·st Fund ·.to the ·extent of approximately $400 million bJ allowin-g persmls age 

6:5 tO 70 who ·are efuployeq on a full'-time basis to elect :raealth coverag·e's 
'~rdvided br their 'employer, rather than. the benefit$ oJ Medica'r'.e. Ile St.ated 
that ·such e1'.':?loyees would almost: always find employer provide beneLits to be 
advahtage'OUS . 

. -~-:· :Sy ',;;ht:; 'bf background, it is interesting to note 't:ha/t :in 1980 both N·ew 
.
1
\.. Je:L"!i'e! 'Ser.ato:rs Bradley. and i'filliams voted YES for the Omnibus biU, a1ortg ,wi·th 

.· J)!embcr:ft.ic Congres'smen Hughes' Howard, }kGuir-e. Minviish, Guf.ntni and Patton. 
\ Congressman 

1
Rotli:i.o .was·. absent. Democratic Congressmen FJ.crio, Tho'mpson arid 'Roe 

\roted NO, along with Republican Congressvoman Fenwick and Congressmen Fot:sythe, 
•. Holl'en.beck and Rqnaldo. It is also of interest that Florida_' s ,Claude Pepp·er, j a tecogn±zed c'hampion of senior citizens, vot;ed YES. ' 
1-~ 
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H:rs. t-1:.a R.:l.:.dlctt 
Jirector of was:iic;;to:i Off ice 
Scat1; of !,ew Jersey 
444 ,iorth Ga;,itol Street, ·;i.'N. 
Wa.:ti ~i~1~ tor .. , :~. ~.. :!O,j~l 

Ra; Pro;,or.,d F,?t!l?ra! ~el:;Ulations 
concerni:.:ig :fcdicare Benefits 
.:ind '.~o-?.:iult: Aut:oOJbilc Insurance 

-::>car !~=s. ·'1...1 •• dlctt: 

You a;:-~ ·_,r,:,':.:ib.:.:, ,3....,ar,a thst tLc H•~.1.lth C.-irc: ?ir.anci11~ Ac~in.!.straticn (:!C"FA) 
has ?:'Opo:rnd .:i regulation to implem1:mt t:hst portior1 of Sectioc 953 of the 
"'--.:~, .... ~a ...... ~-:.1 -'·~t-'-•· , ...... of 1°8(\ (";"I L Ci'--1~(\,1 ) t.!l•i•c;1 3m,,..,dc 4 4" 1'.',,..~ Vi.w.&.,1...4..._1,...., "' .. ~>.J .... __ ...,...., ... a., ... w ... •-'-'- .I ~ •• ., ... T.-.; 0111,ol, 4 •-'--•• - - -'- ........ 

· 13?.3y ('.J) (1) t:::1.: Soci:i.l Security Act) co:-.c~rning. :!edic.:i:r~ ::;o as to exclude 
covcrag.:: ti:cr-:under uhera payment could tC!..:lscnably be expected to be !!:ade 

. under a:: autotoobilc or lia"!:.iH.ty illm-1-rance policy or under no-fault insurance. 

Ai; d:raft.cd, the r,ct e.ffe:ct of tlle -;,ror,osed regulatiox:.s -...,ould, in part, m:i.kc 
stat«: r..o-,-:-iult l;z:-.afi::s primary over ~fedicare. We find it disturbi:1g that on 
tl,c basL; of P. L. 96· 499 and the ;•~cCa.r-r.:n:-F".!rguscn Act the i-iealth Care Finan
cing Adm.ir-.is tracion ts seel~ing to void existfa.g. state la,:s w!-lich provide ti.lat 
$tate a.a-fault benefits arc reduced by H1::dics.r<? bencfi::s and result in rrc1:1:i·.1r.1 
sav-Lng::. for scnicr citi.::l!ils. 

·,;c feel that th-2 statutory basis for the UCFA pro?osed reculat:!.ons i..s :;t:r;:1:.ncd. 
31nct! it a~pcar.s that the 1980 Act -.as intlended to avoid duplication of payme:ct 

· rather than voiding state laws wb.ich ude }iedicare primary. The net effect of 
Che regulation •,.;ould be to- impose additional costs on elderly drivers without 
any gain in Lenefits. 

This i::atter Ls of considerable concern to us, and we would like to be advised 
on tha present stat:us of this µreposed rer;ulation and on its prospects of 
adoption. 

Very truly yours, 

W. !forgan Sh~t::? 
Executive :::>irector of Insurance 

jb 



~s. O.arolyn~ ~- D,ayj,.s 
.:..dminis tra tor EC:FA 
2l?:1f". pf 1-:e{l.J;.th a,nc:i Ullll'.311 Ser.rices 
J..:io~ 7$·~, ~t:t l~i&h Rise Bu4:ldin,g 
q~s ~t:~tfri;y ~9u.l,,?v<1,rd 
13~~;;t1~rJ: ~ a~ryla~d 21235 

Re; llotic~ oJ fToµ.q~~d Rule ;~i;;.;?1-g 
:Efs~ l.p~•--r (42 CRl' Part 405) 

t!.<?dic<;1rt; ?r9ir9,~~ ~crvi~qs Co.v~:ria4 1ln,¢e~ ~µ~omeld.J,.e 
~:i~~i.l~;?, ~;14 !;:!l;!p+oyer Ci;p"w., ll,~J;.;~ +nij1..11/?..l19~ 

l ·~-~ ;,,;1;;i;;~G tP ~~i=-r1?-a1,, P4+ §~r:;,o,I..\~ go~g~:t:~fi:wi~b r9:i.itrg tr;>. tr1~ ~1:,.c,v~ 
in~.U:9~1:~..i 1~'i-opor;~:l. Tl'~~ prpp.Q?,~µ .. l:'~~:1;1.l.9,:;q;q;~, if· a;~c,p•;·~d, .. ~ .. · 1.f~µJ,.~j b;;v1:: 
-~. ~~:~::.G?•9$, effi;~t ~po~ ol1..1t::r,!l,l,()b.ile l=v;~raµ.9-q +~t•e$ 1.r:, ~ilj,,$ s;~;~., 11:;;o~~ 
ra~~@ ;;2 ~~;:;:-~r,;1t+r.GlY :1,i~Jr. a,:-~d }~~.~$.l.4::io~ des;~qq ;_c;, ~~,t,:f,~,r,e c;~~~ 
s,~v:.i..::;~.z :ii;1$ rece:wtly i.H~~u. it.t:ro\'4uc:Jd 11;1 Q\\r S,t<J..;~ .J;.e~;j.;sJ;.,M::\.p:~, 

W,e ·,-;1a i.~· thq' 11~0;1::•~so . .:,.f t;l!'!'~.J..np.:i.~!l •?:~t:fJn-if,v;9~ qf c;os~.~, ·vli;l,.~Rl W'..Q,1;1],;d 
;e=1~1;, £:;-oJ~ ~1'.im.g H¢~1.c;:4~e b~n.~;;t:'.s· ~•P.~o,rtc,l;ary-·. to, aut9;11:;~:,t.-,:.e i;~~.u.f~nt,i:Q 
1?0'1'.e:;·4;ge·i;;. 

l ~Ill wr i~i,.1,.g .at tj1i~. ~;i::i~ t;o ~P~\y ·--~t:!i Y-Qtll:' .J4J.y .. l~ ~ . :J,.9•~'.:.. 4~4'4i4r;,~ 
;o;r t,'~Coj,pt.o{·. cr,,~~~t-1;,.~ •. w~ :r,p.J..J. ... p-i:-ovide. Ntthe;r-. ¢0tlllil~r,t:.s 17;~1$ tll.O~.e 
s,:i,~<l}.<f;ic 11:\.fq.r~tio.:i .~ •. ?,~o~pt:l-.i IJ..lil pos~:i,l:/1~.. . ·rh.;1/s vl.;l;l ·$'#;+·¥.e. ,~~ .iii-; ... 
p.ress out ¢-P!'•¢erns a.s · tQ th!! p;o,:p~:,i.~t·w .o.f t:b::i,s r.~,~~l~•~ic,p i:;., J,.,;:gh~ •Pf 
p.rd:vd,sio.'111 o,f thta ~icCar,z-a™°'t\.~r.~SOi9 J\C"G... . . .. . . . . . . . .. 



£!1 Colonial Penn Insurance Company 
• ~ 5 Penn Canter Plaza.' Philadelphia. Pennsylvania 19181 

Michael D •. Monette 
Vfoe President and Counsel 
for Government Affairs 
(215) 988-8355 

June 29, 1982 · 

~,Is. Carolyne K. Davis 
Administrator, HCF A 
Dept. of Health and Human Services 
Room 789, East High Rise Building 
6325 Security Boulevard 
Baltimore, :V!aryland 21235 

Re: Notice of Proposed Rule Making 
BPP-16+-P (42CFR Part 405) 

:,1edicare Prcgram; Services Covered Under Automobile, 
Liability1 and Employer Group Health Insurance 

Dear :VIs. Davis: 

This paper is ir. ans·.ver to the Health Care Financing Administratior.1s (HCF A) request for 
~blic comments relating to the captioned proposal which was published in the Federal 
Register, May 17, 1982. 

This company is licensed in all ju.:-isdictions. It specializes in the sale of automobile 
insurance to the elderly. Although several problems are discussed in this paper, it is 
primarily the Company's concern for the elderly which ~rompts it.:i 9osition. 

TBE ISSUE 

The proposed Rule is preceded in the Federal Re2:"ist:r by a discussion of th,e basic is.sues 
which besins on pe.s;e 21103. Only the first issue c,:,ncerns this paper~ 

Whether :Vledicare benef:ts would be secondary even when the 
private insurance policy or plan states that its benefits are 
secondary to Medicare -Jr · otherwise excludes or lir.1its its 
payments to ~ledicare beneficiari~s. 

-····- ·c,••"'------------- ,.-,\;;t,,~;,,·, •. 
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HGFA.'s intersr~taU¢n ot Section 953 of PubUcLaw 96-499 (H.R. 7'765) resolves this 'issue 
ifi tfie a!firffla.6v~ bY. presenting five arguments OR pa.ge' 21104 as rationale for its 
positiofh. In Cold~:ial Penn's. opinion, these arguments are faulty~ A rebuttai- to each is 
presehtedin corr~sponding order. In addition, the issue raises. questions regarding Fifth 
An\e~dtnertt. c'ights: Direct consumer costs also must be considered before implementing 
the orooosed Rule. · 
'. .., . -- ,) 

ARGUMENff A.NI> REB U'IT A1 

~ortgressienaJ. Int(~t House Sud~etCorhmittee Ret,ort No. 96-1167, dated July 21, 1980, 
is gited . as evjde~ce of <:on~essional intent. The following language is 'quoted in 
~ertifient ~~rt fron',i page 389 of the House Committee's Report: 

f,'. 

tJndeti!\ Title XVIII, Medicare will, have residual rather than 
primary Liability for the r:,a:yment ·of services required by a 
ben~ft.~iar<J as a result of art 1njury or illness sustained in an 
auto ~~.cident whete payment for the provision of such semces 
ean aJse ~ tnade under an automobile insurance p-0liey. 

Undef ptes~rtt law, Medicare is the primary payor {e~cept 
wl'tet'e['a workmen's compensation program is determined to. be 
resp6~fo1e · for·. paym.ents . for. needed . medical servfces) tor 
11os~ital and medical services received by beneficiaries .. This is 
l'!iie eYeh in cases in Which a beneficiary's need for services is 
relate~ to an injury or illness sustained in an auto accident and 
the se,irvices could have been paid for by a. private insurance 
catriet undei:- the terms of an automobile insurance policy. As 
a res~lt, Medica.J,"e 118$. served to relieve priva.te insurers of. 
61:>ligatiohsto r,,ay the costs of medical ca.re in cases where 
thete~;,w:bUld othiarwise be ljabilify under the private insurance 

. ct)n ttii,ct. 

_ie~ft:a.J,~. fhe hi~hlighted. text 0£ the Report expresses. an intent to shift the pt'imary 
?tlr~en QI ~ayrne~t Trom .. Medicare to automobile inSurance. nwher-e payment for the 
provision 0.f such ,semces can .a.J.so beimade under an automobiJ.e insurance policy ·.. . . 
in,--~-- 'Nhere tn~r.e wou,l~ _Qtber-wise Qe Uabilit:y under the private .insurance contract.'' 
(~m~h~iS a(ided.n Admjttedly, Congress intendeci to eliminate duplication. But there is 
,no;· menlistt ofirtipa.iring aute>rhobile poUcf e$ which would not. othtirwise oe Jia.ble for 
duptfeate p·s.ym e~t of such services. Nor is there any indication of an intent t.o preempt 
state laws. governing such policies. 

!hi.s_ eorrH:ia.n:Y hit_ ocrnmunicsted· with __ fiouse .ahd· __ Senate staff __ members since 1979 
r;eJativ:e t6. this Issue ... The 96th Congress initially considere¢ tort liability setoff. The 
foldowin~ t5 quote'tJ frorri ps.ge 26 of the Summary of Senate Finance Committee Action 
0£1 Me:aJ. th Le~islat:ion as of ,Jutie 29, 1979 (CP96-22): 

G'n JJa-ne l·h 1979, the committee agreed that where the 
\leaiJare patient is involved ih an accident and his care can be 
;,aid for utrder the insurance .policy of the individual W'ho was .at 
{.s,ulti·:'Y1edicare would have.resiq,ual and not primary liability . 

..; 2 -



Under this proposal,. Medicare would pay the patient's ca.re in 
the usual manner and then seek to be reimbursed by the 9rivate 
insura·nce carrier after, and to the extent that, its liability has 
been determined. The committee also a.greed to leave to the 
discretion of the Secretary the minimum amounts estimated as 
r~overable, so as to avoid the administrative cost and effort 
of 9ursuing minor recoveries. (Emphasis added.) 

Subsequently, Congressional focus evolved to the extent that the setoff includec all 
automobile and no-fault liabilities (H.R. 7765). But at no time through 1980 was there 
any indication from the Hill that Congress intended more than the elimination of· 
duoHcate benefits. By definition, if private insurance liability (benefits) existed, then 
duplication also existed. Conversely, if liability did not exist, Medicare benefits would 
not be dtiplicated. · 

The obvious intent was to make Medicare benefits secondarv (excess) onlv in those 
situations where Medicare · benefits would otherwise duplicate privateinsur2.nce 
benefits. This would reduce the federal budget without costing the elderly additional, 
out~f-poc!<et expense for increased premium. Although duplicate benefits would be 
eliminated, the elderly would still receive full benefits for disa,bility at no additional 
expense. 

Th.e proposed Rule goes further, however. It would create liabilities which currently do 
not exist by rewriting private insurance contracts. This would result in premium 
increases for elderly drivers. Several no-fault states require 11 personal injury protection11 

(PIP) bene.fits to be secondary to Medicare. To the extent that PIP benefits are reduced 
oy the amount :\Iedica.re pays, these states require insurers to reduce premiums 
proportionately. Hence1 the proposed Rule would necessarily cause the elderly driver to 
pay higher auto premiums in these states due to the creation of increased PIP exposure 
(primary) which did not previously exist. The significance of this increase .in premium is 
discussed infra under "Consumer Impa,ct." 

There is no indication from a reading cit the statute or the House Budget Committee. 
Report that Congress intended to reform (rewrite) insurance contracts by creating new 
liabilities. Nor is there any indication of a Congressional intent to burden elderly 
motorists with the corresponding cost of increased premiums. Consequently, lacking 
soecific Congressional authorization, the proposed Rule violates the McCarran-Ferguson 
Act. 1 . 

Nonduplication Clauses. HCF A reasons that no impairment of contract or no-fault law 
can result. bec.ause such clauses in a policy or law "typically attempt to create coverage 
seconcary to whatev.er. Medicare coverage may exist. Thus, the language of the pblicies 
arid laws . . . would be changed accordingly. Here, Section 1862(b) contemplates that 
;\1edicare will not pay benefits that are also covered by insurance and therefore contracts 
the scope of :viedicare coverage." 

1 Pr'.ldential Ins. Co. v. Beniamin, 323 U.S. ~08, 66 S. Ct. 1142 1 90 L. Ed. 13-!:2 (1946). 

- 3 -



jebltrtaL. The 9f6pp.sal does no~ ¢ont,r~<'-~ tvtedicare benefits. Full Medicare benefits. will 
Qontfoue :,a be availf,aote· f6 beneficiaries wfia do not have automobile insurance. HGF -~ is. 
ofo'pdsihg_ £6· .. '!'lith:!1PJQ Medicate benefits . from only those bene.ficiaries. who have 
}Hitd¢eeile i,nsufari<{e oy .. (1) elinlinating; Medicare benefits to th,e extent duplication 
e;dsfi, af1d. (~) refotctJJng (rewriting). e::dstirtg no-faUlt policies and. laws .by reversing 
?4~~~~~~(~~fault ~t_iiTI~dy. · .. As_ rnent~orted a:o~ve, t~e latter approach L"equires soecific 
C:ongres,s1onal a:uthor1ty. That author1ty does not exist • 

• ·)j 

·• . ,t ,,, .. ·... . . ·, ..... · ... . .. ·.. . . . . . . . 
Pfil>li~ Policy~ 1'1fisi;{fartee poUc:ies sometimes include provisions intended to. make them 
s~ondary to. any otfier ihstifarice., or void if other insurance exists. . These rother. 
rn~µrtinc~' tHa.Lises :13.re not favoretl iri the law and are construed accordingly. See 
Appltman, Irlstirance Law and Practide, Chapter 204 (1979).n 

lte&i~ Altfiougf( tl1e 1979 edition of Appleman is cited, the current 1981 edition of 
A¢~1¢rnai\ should suffice for rebutt.al purposes •. Chapter 204 (Volume 8A) consists qf 1.72 
pages, Numercus forms of so-,,cs.lled ;;other insurance" clauses are addressed in the 
treatise, inelilding 4ouble insurance, prt, rat.a, e:ccess and,• escape clauses. By way of 
hist~dcal approach; . A~pleman bri.efly . notes tha.t early property insurance policies 
C()lltai~ed a rrioral hflzard. saf~ard. known. as the "double insurance clause," which would 
void •Hie polic:y i.f iLwas later discovered that the insured carried other insurance on the 
same pr~bef'tJ. Aooleman observes. that the courts eventually considered avoidance in 
t6t0 oy •)iay of sueh}clauses to be contrary. topublic l'Olicy. This is not to say, however, 
tnal' liU 11otner insti:tfa.11,ce" clauses are c·tmtraty to ~ublic £)0Hcy. !ndeed, such clauses 

.. g,ermea.te m<i:)tt:l'ern insurance con.tracts on a milltiple-line basis, b.ecause they are socially 
cl'e~1raote. 

S·liip'remacy 'cia.use .. :,;,By the same token, a "rovision in an insurance policy .orState law 
atte,m·ptfog to makefcoverage secondary to Medicare cannot override a Federal statute 
estab,Hs?4nttne cY~pqsite priority. We believe that provisiot1S inteJtded to limit coverage 
when' Medicare is avai.Hable are ineffective under the amendments to Section i862(b.)." 

R~tt.al.,.. Thete ts :1M. question that. federal law is sovereign Y'hen a..conflict between 
state and fecetal taW ~~ists, beea.ose federal law is 11 th·e sue re me Law. of the Land~'' But 
fhi;s :ib not the issue. S~ti:6n .1S-62(b) does not c.onflict with,> nor was it intended to 
~o~fllet With~. ·~'~i8tifies establi~he~ bY s;tate laws. Tf a conflict was intended, Cong5ess 
would,Jiave s_oe<t+Jl~$J:J.y stated its mtent1on pl.lrsuant to the M¢C~rran-F erguson Act •. It 
is HCF .l}s ofooosea ~o'o1ication of S~tiori 1862(b) which conflicts with st.ate laws •. This 
ih tur;n rais~s 'the '.Ytdx:::·ai-ran iSs:ue. · · · 

Th~ McC~'F:ergµso'a Act. ''Tha't ~¢t res'e,rves to the, s.everal States the rig!'lt to 
regulat'e the busine'ss, of f~uranc·e and p1·dvtcies that .. no. Federal)aw shall be construe.a to 
irtvalt<fate, i-mpair,, cct· supersede ariy State law for'regulating insurance unless the Federal 
statuf e s.:i?~¢.:i:ftc:sJJ:v . relates fo the 'bostness of insurance U5 u.:S.c. 10'12): ·. Since the 

i,ld • 
. ~ 

·lt,;-,, 
... ~,.,r 
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,,/ . . ... . 
/ - . . ·. . .·· .... ··•· .. . 

·. amendments to Section 1862(b) pl.ainl.y relate to the business of insurance, however/th~ .· 
McGarran-Ferguson A<;_t is in no way contravene(:1}' (Emphasis added.)· · ·· · .. 

< • :• ••• • •••••• ·'•·.··,·:',,, •• ;--.,:,.·.:.. •• • ••• • ' ••• ••• 

'· . 

. . · Rebuttal.. The McCarran-Fer'g'Uson Act requires more than g'l!net"al language relating to 
the business of insurance~. If .this -were th.e· only test for i;,reemption, !!!! language . 

. · rerating to the business of insurance would give the various federal agencies unrestricted 
auth6~ity to regUlate the entire business of insurance. Obviously, this would frustrate 
the spirit- and intent of McCarrsn. For this reason, Congress intended aO,mucn higher · 

. · threshold. Section 1012(b) of the McCarran Act exoresslv states that: ''No· Act of 
.· Congress shall be construed to invalidate, impair, or supersede any law enacted by any 
S.~te · for the purpose of regtl.lating the business of insurance, . . • unless such Act, 
soecificillv relates to the business of insurance; • • • .'' (Emphasis added.) Sect.ion, 
1862{b) may soecificallv require Medicare benefits to be secondary to automobile · 
coverage which provide$ benefit.$ otherwise duolicatin!l Medicare, but the amended Act 
does not soecificail.v relate to coverage which does not duolicate :vledicare or th·e 
preemption of stale laws governing such cover.age~ Hence, the McCarra,n.;.F erguson A.ct .. 
is c9ntravened by the _prqpos·ed Rule. 4 . · · .. . , . . ·. · ·· .. . ,. 

i 

FIPTH AMENDMENT 

A copy of Richardson v. BelcherS is attached to and in~orpora.ted. as part of this position 
paper. One does not have to be a "co~titutional lawyer" to realize that this .case 
~igiilights the vulnerability of Seetion 953 of the Omnibus R.econciliation Act of 1980. 
e,n(:I, consequenUy·,Seetion 1862 (b) of the Social Seeurity Act. This case concerned t.he'. 

· v.a.liditv o.f Se<:tion 224 of the Social $ecuritv Act (42 o.s.c~s. 424a) which reduces Social:• 
Security disability benefits by the amount the individual receives under federal or state 

·. werkers' compensation laws or plans. · · · - · 

Si.mply stated, B~lcher was dfsabled during the course. oi his employment. He'.~q~i,r,(iijt:>r 
fof s.ocial•· Security disability and received · benefits accordingly. ·._ Subseq~eiit.1.Yt<hij? :,, 
-be~efits -were· reduced by tJie a.mount awarde<i to him by a state workers' c9mp~n~~t;_9~ ... ·· . 

w-0 a o • er,, ··· · · · .~ · 
, ... ··. ·.-· ·, .. , .. ,·.1·,'·,·:-:a:',}'1' J\t\;? 

•5404 'C.S. 73, 92 s. Ct. 25-4, 3o·L. Ed. 2d 231 (1971). 

·· ½here were no abstainers. Pr~sident Nixon had not yet appointed Justices Powell and 
·aehnquist .. ·. . I 

- 5 -
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:·/ 
. . .:·~-~•·.· ~-; 

~-' . .. . .. · . . . . . . .. · ..... · .. 
-:/ r..ne f.ac~ tt:iat CoqgreS$ belie"ed over,-,<!o.mt'ensation. would re.auce the incentive .of an · 

irn;itvidµ.u to . ret4rn to work, thereby impeding the rehabilitative efforts of state 
fJFOgr~ 111~. .J. . 

'Th~ q~senting: 091n1ons w·ere grounde<i on tne e~stence of untes:sortable ruid arbfq:-a:ry 
diSC?i:m~nati.cto. JuS·tice :vtarsha.ll states the problem succinctly: 

\, ' 

·;, 

This i~ not to say th1;1t an offset scheme Is intrinsically 
irn.gerrtjissi.ole. Arguably, Coniress has an interest in paying 
~reatet benefits to ~.eople who a.re relying completely on the 
federal social security program, a.nd lesser benefits to people 
who h~ye o:ther sources of disability· comgensation. But· the 
que5tiq.n here is not. Whether Con~ress has t.he power to prevent 
1·0:u9lic~tive' . paJments that might e~ceed . previous tak~ftome 
pay a~d might thereby .. · discourage .. disabled workers from 
returni~g tQ work. The issue is. whether Congress. rnay single . 
out for: ttie purpqse of applying the offset only those who are 
r-eee,tv,,fQg workmen1s compensation,, and exclude those· .. who 8.l'e' 
reeei.vis~g similar suppl.em ental disability compensation from 
o,tner sources. A concern about excessive combined ben.efits 
a,na: 'rehabilitation! does not explaintha.t distinctiom. 

S:~.tion l.&,6;~ (bl oJ:~b,e Socia.ISCecurity Act also utilfaesa.discttminatingt.oifset.schemeto' · 
E!]limlt1ate, d:up,tic,a;t~~n.. Not all sources. of private· insurance eovera:ge are: offs.et. 
$'i~ificar:1:tso.o.rces;:~ree,xcLuded .from the .scheme •. ·Would.the, present.GOtit'tuphold .. tn.e\ 
ot'fsea; c.oric.e,mgla.t.ed by, Seetion 1862 (b}, or wo:wd it b'e considered irrational, in.vidio'us 
d,is,cri.rni:nastiqr:i.; con,t;ary to: th.e Fifth Amendment? 

This, tho1:1g:bt p.roces~ c.a:n. be taken one ste~, further., The groposed Rube do.es: not stop, a:tr · 
i~:Liminating; d:uplic:a;tion by w.ay of discrimination. It surpasses, its:enab'lfmg-•l.eg-islation by 

· no:t dn;t.y dis:crimtin,a~ng agains,t the• elderly who. · ha:-Je, auto insurance,, but a.1:so fordng, th-e 
elid:erly, m0tqctsts residing in. no-fault states to pay higher premium for a:dditf.onad 
<!Overag"i? wh'ic·h W89j not needed previously. This.amounts to. doumle discrimination. A. 
for-,tto:r,i, the c;ourt ;,Mould' find the offset contemplated by th.e· proposed Rule f c;U" m·or'e 
diffi~J.:tlt to., uphold, tl1an the o(fset s,cheme:in B,elc,hei~. If chall:enged, it wou1di a'pp'ea:r tha:,t 
th:e pro.posed Rule' wot.11.d fall, of its own weig.ht~ · 

. ,. 
. . . 

C.QNSitr'MER. 'lM:PACl' 

L;.,eg;~ a,rg-ct:rnken:ts aside, the, pr.op.osal'S eGonomic impac·t orr ttre elderly would; b.e, 
· si!grri.fic,a:11tt .• ,. . PO'Cl:lSipg only on seven ot th,e n0r-fault s.ta.tes.,7 this Go1111pa:rrr would: be 
fo:rced; to' LnG,l"e.ase· :•annual premium by appcoxirnately $6,300~000~ F'urth,errrtore',\ this 
C:or:R[;Ja:my, insJ,1res om:ly about 7..7% o:i. th.e rrtotorists: 65. and' over in these states~ Assuming 
tb:a:J, thei o,tber· i,nsurers who represent the, remaining: 92~3%: Of the. market W'o'uld require 
similar prerrmiu,n:i; in~,r:eases,, the total premium:. incr·ease in, these s.tates w,oulid exceed 
SBJ:.,.000,00JJ. C:io.,.J00',:fl00· ::- .. 007)~ .. 

-•·6-



I! t!:e proposed Rule were limited to withholding Medicare benefits in those instances 
where dupiication of benefits would otherwise exist: 

• The Rule would be soundly grounded on legislative authority; 

• The Rule would not violate the McCarran Act, ~ecause state 
·1aws would not be preempted; 

• The Rule would be less likely to provoke Fifth Amendment 
challenge; and 

• The Rule would not. cause the elderly to pay higher auto 
premium. 

Moreover, Medicare expenditures would still be pared significantly for fiscal year 1983 
and beyond. . :, 

Consequently, we urge HCF A to adopt the following amendment to Section 405.323 (b) of · 
the proposed Rule which is located on page 21108 of the Federal Reg-ister! 

(b) Automobile medical or no-fault benefits excluded or 
limited for medicare beneficiaries. Except as specified in 
paragraph (c) of this section, payment may not be made for 
services covered under an automobile medical or no-fault 
insurance policy or plan e'lfeft -l:het1gt'\ S-1:B:~e ¼tlw Of' -1:fte +flst,.-re.nee 
~cifej' Of' ~n ~a-!:~ iha-t ffl be!'!.~ are !3eeofldary to 
Meei-ear* et" o-the:-w+.:!e e:i::e:tid~ et" ttm-i-ts ~ ~aymefl-ts ¥- 4:¼,e 
~~:-ed ~tu•ty ~ e±:,e eft-e-tled to ?rieei-eare benefits to the extent 
that oavment bv the automobUe insurer has been ma.de, or can 
reasonabiv be. exoected to be made. with resoect to such 
services. 

Jt is assumed that any corresponding housekeeping changes necessitated by the 
amendment will be made tl)roughout the Rule. 

Thank you for th~ oppqrtunity to.offer these comments. 

Respectfully submitted, 

w\~lL\~~ 
Michael D. Monette 

'' MD:'-.1#1/bca/l 

cc: COIL Officers and Staff (List Attached) 
NAIC :',!embers and Staff (List Attached) 

::c~ · !J er::-/ Sheo-han (ALi\ l 
Bi..:.l Suttle (A.IA) -~ 
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OfFIO:E OF THE GOVERNOR 

RELEASE: i1\Ji\iEDIAT:EL Y 
'.'•'i:, ,',·,'-:, _(.;/, };« .. ., ,: ,;;.: )-;_'.• ,, '•,I•;•'\.,, .. , , • .. {) /•, ' 

CONTACT:· CARL GOLDEN 

T!-HJES:PA. ¥, APRIL ~8, 1983 
,- ,;, _ •,:;. o,O:'•C, ,,.: ,' .: • i " :•, •.. -- ' , ' ' 

·:, 

~q¥grm&r 'fhomas Ii. Kean tooay rnqve,d to block a potential $17. 5 million 
! , ... 't>. ' .. ' . ' '. 

a\HPmooi+e ii,'ts\lrance p:n;!miu!Il increase fpr New Jersey'!:.i senior citizens lpy -.-, .... ·/,,•, .. ·,,;,,' 'J···· •' ' ' ' ,·" . •,-•' .·'. ', -· ' ,,. . ,' ; ' ' ·.-

directing ad·orney Gen~ral Irwi11 Kimmelrnan to file .9µit Q.verturning federal ,,., .. · .. ·-.. •·._,,._. '•"•'• '' ,,'.;·····. -' '•' . 
. r,~~1J)?,ti9n~ f,rohi.pi.ting the !Yiedicare · program from p1;1ying medical. costs for 

lnjurie~ s,us,t~ne<:i in motor vehicle accidents. 
(.· ;·, .. ·· , ., ', ,,·, ',•.- ,. •, '_ .. -., _· .· '. , ' ' ··, : ., 

''.it 

liyjn~ in st~.tes wHh no,-fault insurance laws PY requiring the i,nsµrance 

9.~rrier tQ ¥?:1Y rnedi9al 9osts, r~ther than Medicare' II Keap $aid. 
J1 

lhe Qq.~ernor pointed out that sinc1; 1977, senior c$tizens in New Jersey . . . . .. . .. . . .. . . . I . . 

have o,een 9~?,rged one--haj.f the. premi.um · fqr persona.I inj\J;I'Y protection µnder ' ,_.. . ... , .. ,', "· i ' , 

the r:i..o.,,,~1.\ll;lt tytem·. 

''Shotlloi the feJO,eral re.guJati,on remajn in place,. the. half-rate provision 

' \XQ,\l}¢ m.9 l9l,'1g;,er a.:pp-ly and semiQr citi,zens would see their rates for this 

:prci..t,ection o1'.t~ble , 11 :K ea;:i sai,d. 

Unless 12loc15ed b,y th.e c;qurts, tli1e ne.w regulation wouJd l:lecome 

eff'.e.cti:v.e on J•une, 6 . 

The. Qo.yernoJ? said he has ciire,cted. the Attorney General to bring the 

ci,,.C.1\iQri: · in Fecie.ral Co,urt and that the. Utigation has the full s,µ·pJ,l,Qrt of ltisur-

-. 

''1:·be :n~tg:u)ation is patently unfa.ir· to senior citizens. in th~ 2.3 s.tates, 
~--------.--'··. 

tncluc:ing. Ney;. Je.rsey, . which hav:~. no:-fault laws," Kean said. 11 '.\loreover, '~ 

~gv; Jersey elr1:;:?.dy ha;s the, highe~t average, per c:.::.r insur:a,r1ce premium in 

thE; n;;tion aiid ::~is regulation, if impJemer. ted, will drive that n·,, .. ?rage even. 

- DlG!'C' -



Page Two 

Automobile Insurance 

Thursday, April 28, 1983 

nMany senior citizens are already badl~~. str~·.pped financially .and are 

forced to scrimp to meet auto insurance costs now," Kean said. "For many, 

any incr.ease · will force them to either drop insurance altogether and dis

continu~ driving or continue to drive without insurance coverage at all." 

"Neither choice is acceptable and the State should move with dispatch to 

assure· that such a cri9Jc.e J~ qot force.ct> \lpon oµr senior citizens," he said; 

J.: 
ff 
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APPEND!XII. Submissions by·chairman Adubato 

Exhibit A 

Exhib.:i,t·B 

. Medicare submissio.ns:, 
• News Tribune article, March 1, 1983. · 
. Star-Ledger article, March 1, 198J. 
Asbury Park Press article, April 6, 1983. 
New Jersey delegation votes on House 

Resolution 7765 (The Omnibus Recon..,. 
ciliation Act of·l980), ·in Cqngressional 

. Quarterly; December 6, 1980. · 
Official record of House vote on House 

Resolution' 7765 .· in Congressional 
Record, December 3, 1980. 

u. s. I;>epartment of Health and· Human Services.· 
press release 

Insurance Services Office filing approved 
on January 7, 1983: · 
star-Ledger article, November 21, 1982. 
Star-Ledger article, January·8, 1983. 
Insurance Services Office memorandum, 

January 18, 1983. · 
Star-Ledger article, January 19, 1983. 
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tf!,/A'. . 4.,4 
~'.ii, PEiB'.«~1"MEf1lT QI"' f:-l'EAt,,TH A.ND HUMAN S~R'VICES 

Health Care Financing Administration 
John Kittrell (202} 472,,.7438 

FOR IMM6FHATE R Et BAS e: 
TJe~dayi A;r1i ji{l9$l 

HOME,,.. (703) 250-5825 
Carol Rowan ~- (202) 472-7438 

H{lM8 .,,,,. ( 301) 652..-2540 

1 ilM'eoicare ha$, been clupi i c:ati ng payments for services covered by automobile~ 
," 
h 

tiabi1ity and e~pl~Y•r gtoyp health insurance plans long enough~" Health and 

Humah Setvic:es Seiretary Margaret M. Heckler said today~ i.n announcing that HHS is 

is$Wing final Nl~s preventing duplicate Medicare payments for services which 
. !, ..: ,; 

~r:e alreaay cover~d by private automobile or lil;lb'ility insurance policies, 

<Totlciy's rule$:Wil1 also make Medicare the secondary payor for beneficiaries 

of Mec\i car~ 1 s {11d ,;~ta~e Rena 1 bi sease program when these i ndividy.a 1 s are .al ready 
f; 
';i:.' 

e1@V'Elr~d oy empl oy~r group heal th plans. 

·. iitne n1~!W 'tul~s wi 11 save taxpayers about $29 million i.n fi seal year ·19g3 
4 . . ' 

a'hcl $M .million ij'n fiscal year l9.$4, witho1;1t, in .any way, reducing t>eneficiaries' 

We a.1st! anticipate increased E$R·D revenues of $15 million in 1984 from . . . 
re¢0VeTies of t9i1dttiona1 Medicare paym.~nts, 11 rsaid Secretary Heckler. 

(: 

Cond'ttiorl'a1 ~ayments will be made b.Y Medica.re in some cases and recovered 

later ·fr.t\m tlte j;l'rivat;e insurer-""fCJ'r 1nstat1ce, when payment of· insurance 1;>.ene'fits 
1, ~, 

t's ael:aye,d be!Qatl,s'~ 'the tlai'm ·; s contested. 
f 

. lhe r,egu'lattQps Hnpl erne·nt s·ec;ficms .of the Omni bus Re,cOJ'ic;i l iaUon .Act of 1980 

·arv'Gt thee 0rnnibi:rs 43lJ«tget Re,conc::il'i:atlon .Act 'Of 19'31. 

· 'W."iith ,sO.rrte exc;e,pt'iol11s., Medltare duplicatioA of payments by.~tutomohile arid 

i1abllf'ty ,m.surarHfe plans a,p:ply to .o•utstandiri,g tlaiins for ser,vic,es re.q1;1ire,d he1;:ause 

,of' accidents that,:b,cc1:rrred tl'n or after Dec 5, 1980. The rules on ESRP benefi .. . ~~ 
\. 

c;·1:;a:r1,e's ,alrea~y c,tjv'Etred by emplo.ye,r gro,u,p h,ealt·h plans ,are efh,ctivce for th,e months 

:a>f'tc~:r Se,ptember' ·1 9'81 . 



INSURANCE SERVICES OF~E/ 
• · IGO WATl!R STREET NEW YO~K, •N• Y, ~ 

. ,/,. . ,..,.. ·_ . / t:,u,f ~ P,_d /. , . •·• 

IMNEDIATE. ·R. E.~LEASE f·' 11 j_.JD ~ Contact: Dave Ostwald !J,,M·;'J.· · FOR r UJJ}l~/- (J (2l2) 487-7714 (/ 

ISO FILES TO WITHDRAW ()~JJ~ (J_tftttuf;~ r -- ' ('_.,f)-c/,r-./~,,/}':"-, A • 

· · AUTO RATE--CLASSIFICATION PLA.."l - /~-,_.,· VI/\._ 

TRENTON, N.J., Jan. 18--Insurance Services Office (ISO) today filed to 

withdraw a rate-classification program for personal-auto insurance 'that the 

organization planned to introduce Jan. 10. 

ISO said it would withdraw its proposed classification program in 

response to a request from the Assembly. The Assembly and State Senate have 

passed Assembly bill 1696, the New Jersey Automobile Insurance Reform Act of 

~ 1982 sponsored by Assemblynan Michael Adubato (D-Essex), that proviJes an 

~ .~.alternative means to reduce nuto rates for certain citizerJs of New Jersey. 

"-~ 
...__, '-,.._ ISO said it filed with tlw sti1tL~ Insurm1ce Department to withdrow its 

~~'4 

.~ · classification plun in a 8pirit of coop1:ration with state legislator~,. The 
~ . 

leiislators asked tl1at no change in th~ classi~ic.ation plan be mad~ until 

l\S'.il!::;b ly bill 1696' s provi'.;i0ns become cffc~ct:ive. 

1.S0';;; witl1dr,r.-:;\l of it::; classificat:inn p1:m, if .'.lpprovcd by th~ 

Co!:L;li:;siu1wr of In~'ur~rn..:L', would mean thJt a 7-pc,rci.!nt incre:1s1.: in :Lu., 

perso:,al.-auto itH,u?-dliC'" rates, which bt.•car.:e efh~ctive Jan. 10, will LL:: 

:1pp 1 icJ u11der 

-.......;..,J,/ .... ....,._. ...... _ . .-.N ___ ... -~--.. ,--.................. - ....... _,,...,.,_. __ ··----··. ~ .. . 
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