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CHAPTER 3 

AUTOMOBILE INSURANCE 
Authority 

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

Source and Effective Date 
R.1996 d.58, effective January 4, 1996. 

See: 27 N.J.R. 3682(a), 28 N.J.R. 855(a). 

Executive Order No. 66(1978) Expiration Date 
Chapter 3, Automobile Insurance, expires on January 4, 2001. 

Chapter Historical Note 
Chapter 3, New Jersey Automobile Insurance Plan, became effective 

January 31, 1972 as R.1972 d.20. See: 3 N.J.R. 223(d), 4 N.J.R. 49(d). 
Subchapter 7, Automobile Reparation Reform Act, became effective 
December 4, 1972 as R.1972 d.244. See: 4 N.J.R. 270(a), 5 N.J.R. 
13(c). 

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

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

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

1976 Revisions: Subchapter 10, Auto Physical Damage Claims, be-
came effective May 1, 1976 as R.1976 d.46 and R.1976 d.47. See: 8 
N.J.R. 38(b), 8 N.J.R. 136(b). Amendments became effective October 
18, 1976 as R.1976 d.328. See: 8 N.J.R. 421(a), 8 N.J.R. 516(a). 
Further amendments became effective November 22, 1976 as R.1976 
d.371. See: 8 N.J.R. 481(b), 8 N.J.R. 559(c). 

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

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

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

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

1983 Revisions: Subchapter 8, Nonrenewal of Automobile Insurance 
Policies, was readopted effective June 6, 1983 as R.1983 d.190. See: 
15 N.J.R. 231(a), 15 N.J.R. 927(a). Subchapter 12, Automobile Rate 
Filers: Flattening of Premium Taxes and Assessments Made for the 
Unsatisfied Claim and Judgement Fund, became effective October 3, 
1983 as R.1983 d.424. See: 15 N.J.R. 1170(a), 15 N.J.R. 1666(a). 
Subchapter 13, Automobile Rate Filers: Deductibles for Private Pas-
senger Automobile Collision and Comprehensive Coverage, became 
effective October 17, 1983 as R.1983 d.467. See: 15 N.J.R. 1342(a), 15 
N.J.R. 1769(b). Subchapter 6, Insurance Identification Card, was 
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readopted effective December 29, 1983 as R.1983 d.648. See: 15 
N.J.R. 1919(a), 16 N.J.R. 145(c). 

1984 Revisions: Sections 13.3, 13.4 and 13.5 were originally amended 
as an emergency amendment effective January 4, 1984 as R.1984 d.3. 
See: 15 N.J.R. 1961(a), 16 N.J.R. 246(c). Amendments became effec-
tive January 17, 1984 as R.1983 d.648. See: 15 N.J.R. 1919(a), 16 
N.J.R. 145(c). Public Notice for automobile insurance written no-
tice/buyer's guide coverage selection form as contained in Subchapter 
15. See: 16 N.J.R. 254(d). Subchapter 15, Standards for Written 
Notice: Buyer's Guide and Coverage Selection Form, became effective 
April 2, 1984 as R.1984 d.114. See: 15 N.J.R. 2142(a), 16 N.J.R. 
733(a). Subchapter 14, Personal Injury Protection Options, became 
effective April 2, 1984 as R.1984 d.116. See: 15 N.J.R. 2139(a), 16 
N.J.R. 730(b). Subchapter 7 was scheduled to expire August 17, 1984. 
The Governor granted a waiver of the scheduled expiration date from 
August 17, 1984 to November 15, 1984. On November 15, 1984, the 
Governor granted a second waiver from November 15, 1984 to Febru-
ary 13, 1985. Amendments became effective November 5, 1984 as 
R.1984 d.480. See: 16 N.J.R. 1692(a), 16 N.J.R. 3037(b). 

1985 Revisions: Subchapter 7 was readopted pursuant to Executive 
Order No. 66(1978) effective February 13, 1985 with amendments 
effective March 18, 1985. See: 17 N.J.R. 43(a), 17 N.J.R. 707(b). 
Further amendments became effective February 19, 1985 (operative 
April 22, 1985) as R.1985 d.72. See: 16 N.J.R. 3285(a), 17 N.J.R. 
458( c ). Subchapter 17, Rating Organizations, became effective Octo-
ber 6, 1985 as R.1985 d.609. See: 16 N.J.R. 2936(a), 17 N.J.R. 
2905(a). Further amendments became effective December 16, 1985 as 
R.1985 d.629. See: 16 N.J.R. 3170(a), 17 N.J.R. 2988(a). 

1986 Revisions: Pursuant to Executive Order No. 66(1978), Chapter 
3, Automobile Insurance was readopted effective January 6, 1986 
(operative May 6, 1986) as R.1985 d.654. See: 16 N.J.R. 3286(a), 17 
N.J.R. 89(b). Subchapter 20, Reporting Financial Disclosure and 
Excess Profit Reports, became effective April 7, 1986 as R.1986 d.111. 
See: 17 N.J.R. 2597(a), 18 N.J.R. 692(a). Subchapter 8, Nonrenewal 
of Automobile Insurance Policies, was revised effective October 6, 1986 
as R.1986 d.418. See: 18 N.J.R. 1079(a), 18 N.J.R. 2039(a). Subchap-
ter 17, Rating Organizations, was repealed and new rules became 
effective October 6, 1986 as R.1986 d.419. See: 18 N.J.R. 1171(b), 18 
N.J.R. 2045(a). Subchapter 22, Coverage Option Survey: Personal 
Injury Protection and Tort Threshold Options, became effective No-
vember 17, 1986 as R.1986 d.463. See: 18 N.J.R. 1344(b), 18 N.J.R. 
2329(a). 

1987 Revisions: Subchapter 7 was extensively revised effective March 
16, 1987 as R.1987 d.140. See: 19 N.J.R. 44(a), 19 N.J.R. 453(a). 
Sections 1 through 4 were repealed, section 5 was recodified to section 
6 and new rules were adopted for sections 1 through 5. As part of 
R.1987 d.142, section 13.3 was amended, effective March 16, 1987. 
See: 19 N.J.R. 46(a), 19 N.J.R. 455(a). Further amendments became 
effective June 15, 1987 as R.1987 d.249. See: 18 N.J.R. 2415(a), 19 
N.J.R. 1096(a). Subchapter 23, Dangerous Drivers or Drivers with 
Excessive Claims, became effective December 21, 1987 as R.1987 d.527. 
See: 19 N.J.R. 1880(a), 19 N.J.R. 2403(b). Public Notice: Recission of 
Circular Letter# 75. See: 19 N.J.R. 570(e). 

1989 Revisions: Subchapter 26, Accident Claims; Subchapter 27, 
Unsatisfied Claim and Judgement Fund Board; and Subchapter 28, 
Unsatisfied Claim and Judgement Fund's Reimbursement of Excess 
Medical Expense Benefits Paid by Insurers, were adopted as new rules 
by R.1989 d.268, effective May 15, 1989. See: 21 N.J.R. 688(a), 21 
N.J.R. 1363(a). Subchapter 20, Reporting Financial Disclosure and 
Excess Profit Reports, was repealed and replaced by R.1989 d.277, 
effective May 15, 1989. See: 21 N.J.R. 667(b), 21 N.J.R. 1335(a), 21 
N.J.R. 1517(b). Subchapter 24, Policy Constants; and Subchapter 25, 
Residual Market Equalization Charges (RMECs ), were adopted as new 
rules by R.1989 d.278, effective May 15, 1989. See: 20 N.J.R. 3104(a), 
21 N.J.R. 1358(b). Subchapter 20A, Standard Limiting Effect of 
Negative Excess Investment Income in the Computation of Excess 
Profits, was adopted as new rules by R.1989 d.306, effective June 5, 
1989. See: 21 N.J.R. 842(a), 21 N.J.R. 1517(c). Subchapter 17, 
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Rating Organizations, was repealed by R.1989 d.328, effective June 19, 
1989. See: 21 N.J.R. 973(a), 21 N.J.R. 1708(a). Subchapter 30, Motor 
Vehicle Self-Insurance, was adopted as new rules by R.1989 d.584, 
effective November 20, 1989. See: 21 N.J.R. 2876(a), 21 N.J.R. 
3666(b). 

1990 Revisions: Subchapter 31, Examination of the Financial Experi-
ence of Private Passenger Automobile Insurers, was adopted as new 
rules by R.1990 d.108, effective February 5, 1990. See: 21 N.J.R. 
3726(a), 22 N.J.R. 425(a). Subchapter 18, Private Passenger Automo-
bile Insurance: Rate Filing Review Procedures, was adopted as new 
rules by R.1990 d.109, effective February 5, 1990. See: 21 N.J.R. 
3422(b), 22 N.J.R. 421(a). Subchapter 16, Rate Filing Requirements: 
Voluntary Market Private Passenger Automobile Insurance, was 
adopted as new rules by R.1990 d.116, effective February 5, 1990. See: 
21 N.J.R. 2182(a), 22 N.J.R. 399(a). Subchapter 1, Provisions and 
Operations, was repealed and replaced by Subchapter 1, Commercial 
Automobile Insurance Plan, by R.1990 d.118, effective February 5, 
1990. See: 21 N.J.R. 3613(a), 22 N.J.R. 392(b). Subchapter 16A, Flex 
Rate Percentage Calculations for Private Passenger Automobile Insur-
ance, was adopted as new rules by R.1990 d.161, effective March 19, 
1990. See: 21 N.J.R. 3719(a), 22 N.J.R. 963(a). Amendments to 
Subchapter 31 were adopted as R.1990 d.290, effective June 4, 1990. 
See: 22 N.J.R. 1026(a), 22 N.J.R. 1725(b). Subchapter 34, Eligible 
Persons Qualifications and Automobile Insurance Eligibility Points 
Schedule, was adopted as emergency new rules by R.1990 d.620, 
effective November 26, 1990 (operative April 1, 1991). See: 22 N.J.R. 
3847(a). Subchapter 36, Automobile Physical Damage Insurance In-
spection Procedures, was adopted as emergency new rules by R.1990 
d.622, effective November 26, 1990 (operative March 1, 1991). See: 22 
N.J.R. 3861(a). Subchapter 38, Towing and Storage Fee Schedule, was 
adopted as emergency new rules by R.1990 d.623, effective November 
26, 1990 (operative January 1, 1991). See: 22 N.J.R. 3874(a). Sub-
chapter 29, Medical Fee Schedules: Automobile Insurance Personal 
Injury Protection Coverage, was adopted as emergency new rules by 
R.1990 d.624, effective November 26, 1990 (operative January 1, 1991). 
See: 22 N.J.R. 3809(a). Subchapter 37, Order of Benefit Determina-
tion Between Automobile Personal Injury Protection and Health Insur-
ance, was adopted as emergency new rules by R.1990 d.625, effective 
November 26, 1990. See: 22 N.J.R. 3777(a). Subchapter 35, Private 
Passenger Automobile Insurance Underwriting Rules, was adopted as 
emergency new rules by R.1990 d.627, effective November 26, 1990. 
See: 22 N.J.R. 3856(a). Subchapter 19, Standard/Non-Standard Rating 
Plans, was adopted as emergency new rules by R.1990 d.628, effective 
November 26, 1990. See: 22 N.J.R. 3804(a). 

1991 Revisions: Pursuant to Executive Order No. 66(1978), Chapter 
3 was readopted as R.1991 d.45, effective January 4, 1991, with 
amendments effective February 4, 1991. As part of R.1991 d.45, 
Subchapters 2 through 5, concerning the Automobile Insurance Plan 
(AIP), were repealed effective February 4, 1991. See: 22 N.J.R. 
1678(a), 23 N.J.R. 306(b). Subchapter 37 was readopted as R.1991 
d.90, effective January 25, 1991, with changes effective February 19, 
1991. See: 22 N.J.R. 3777(a), 23 N.J.R. 597(a). Subchapter 19 was 
readopted as R.1991 d.92, effective January 25, 1991, with changes 
effective February 19, 1991. See: 22 N.J.R. 3804(a), 23 N.J.R. 532(a). 
Subchapter 34 was readopted as R.1991 d.93, effective January 25, 1991 
(operative April 1, 1991), with changes effective February 19, 1991. 
See: 22 N.J.R. 3847(a), 23 N.J.R. 572(a). Subchapter 35 was readopt-
ed as R.1991 d.94, effective January 25, 1991, with changes effective 
February 19, 1991. See: 22 N . .T.R. 3856(a), 23 N.J.R. 577(a). Sub-
chapter 36 was readopted as R.1991 d.95, effective January 25, 1991 
(operative October 1, 1992), with changes effective February 19, 1991. 
See: 22 N.J.R. 3861(a), 23 N.J.R. 579(a), 23 N.J.R. 1132(c). Subchap-
ter 29 was readopted as R.1991 d.96, effective January 15, 1991, with 
changes effective February 19, 1991. See:· 22 N.J.R. 3809(a), 23 N.J.R. 
536(a). Subchapter 38 was readopted as R.1991 d.97, effective January 
25, 1991, with changes effective February 19, 1991. See: 22 N.J.R. 
3874(a), 23 N.J.R. 592(a). Subchapter 24, Policy Constants, was re-
pealed by R.1991 d.216, effective April 15, 1991. See: 22 N.J.R. 
3441(a), 23 N.J.R. 1132(a). Subchapter 25, Residual Market Equaliza-
tion Charges (RMECs), was repealed by R.1991 d.217, effective April 
15, 1991. See: 22 N.J.R. 3442(a), 23 N.J.R. 1132(b). Subchapter 39, 
Reductions in Premium Charges for Private Passenger Automobiles 
Equipped with Anti-Theft, Vehicle Recovery and Safety Features, was 
adopted as new rules by R.1991 d.363, effective July 15, 1991 (operative 
September 1, 1991). See: 23 N.J.R. 384(a), 23 N.J.R. 2144(a). 
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1992 Revisions: Subchapter 33, Appeals from Denial of Automobile 
Insurance, was adopted as new rules by R.1992 d.192, effective April 
30, 1992. See: 24 N.J.R. 546(a), 24 N.J.R. 1510(a). Subchapter 40, 
Insurers Required to Provide Automobile Insurance Coverage to Eligi-
ble Persons, was adopted as new rules by R.1992 d.207, effective May 4, 
1992. See: 23 N.J.R. 3736(a), 24 N.J.R. 336(a), 24 N.J.R. 1796(b). 
Subchapter 2, New Jersey Personal Automobile Insurance Plan, was 
adopted as new rules by R.1992 d.370, effective September 21, 1992. 
See: 24 N.J.R. 331(a), 24 NJ.R. 3400(a). Subchapter 3, Limited 
Assignment Distribution Servicing Carriers, was adopted as new rules 
by R.1992 d.371, effective September 21, 1992. See: 24 N.J.R. 519(a), 
24 N.J.R. 3414(a). Subchapter 42, Producer Assignment Program, was 
adopted as emergency new rules by R.1992 d.381, effective September 
4, 1992 (expires November 3, 1992). See: 24 NJ.R. 3421(a). Sub-
chapter 42 was readopted as R.1992 d.482, effective November 2, 1992, 
with changes effective December 7, 1992. See: 24 N.J.R. 3421(a), 24 
N.J.R. 4397(a). 

1993 Revisions: Subchapter 44, Special Rules for Effecting Coverage 
for Private Passenger Automobile Insurance, was adopted as emergency 
new rules by R.1993 d.135, effective March 1, 1993 (operative March 8, 
1993; expires April 30, 1993). See: 25 NJ.R. 1290(a). Subchapter 44 
was readopted as R.1993 d.238, effective April 30, 1993. See: 25 
N.J.R. 1290(a), 25 N.J.R. 2479(a). 

1994 Revisions: Subchapter 2B, Market Transition Facility of New 
Jersey Suspension of Claims, was adopted as emergency new rules by 
R.1994 d.164, effective March 1, 1994 (expires April 30, 1994). See: 26 
N.J.R. 1393(a). Subchapter 2B was readopted as R.1994 d.261, effec-
tive April 29, 1994. See: 26 N.J.R. 1393(a), 26 N.J.R. 2288(a). 
Subchapter 32, Certification of Compliance: Mandatory Liability Cov-
erages, was adopted as new rules by R.1994 d.477, effective September 
19, 1994. See: 26 N.J.R. 1939(a), 26 N.J.R. 3866(a). 

1995 Revisions: Subchapter 31, Examination of the Financial Experi-
ence of Private Passenger Automobile Insurers, was repealed by R.1995 
d.171, effective March 20, 1995. See: 27 N.J.R. 41(a), 27 N.J.R. 
1190(b). Subchapter 45, Insurers Required to Provide Survey Informa-
tion, was adopted as new rules by R.1995 d.235, effective May 1, 1995. 
See: 27 N.J.R. 289(a), 27 N.J.R. 1803(a). 

1996 Revisions: Pursuant to Executive Order No. 66(1978), Chapter 
3 was readopted as R.1996 d.58, effective January 4, 1996, with 
amendments effective February 5, 1996. As part of R.1996 d.58, 
Subchapter 2A, New Jersey Automobile Full Insurance Underwriting 
Association Claims Payment Deferral; Subchapter 3, Limited Assign-
ment Distribution Servicing Carriers; and Subchapter 23, Dangerous 
Drivers or Drivers with Excessive Claims, were repealed effective 
February 5, 1996. See: Source and Effective Date. See, also, section 
annotations. 
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11:3-44.5 New applicants previously insured in another state by the 

insurer or an affiliate 
11:3-44.6 Underwriting rules 
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11:3-45.2 Definitions 
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11:3-45.3 Annual premium survey filing 
11 :3-45 .4 Penalties 

APPENDIX New Jersey Automobile Insurance Premium ) 
Comparison Survey '"'-~ 

SUBCHAPTER 1. COMMERCIAL AUTOMOBILE 
INSURANCE PLAN 

11:3-1.1 Purpose and scope 
(a) The purpose of this subchapter is to establish a plan 

pursuant to N.J.S.A 17:29D-1: 
1. To provide the coverages described herein, subject 

to the conditions stated, for motor vehicles other than 
those vehicles subject to the New Jersey Personal Auto-
mobile Insurance Plan; 

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

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

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

Amended by R.1996 d.58, effective February 5, 1996. 
See: 27 N.J.R. 3682(a), 28 NJ.R. 855(a). 

11:3-1.2 Definitions 
The following words and terms, when used in this sub-

chapter, shall have the following meanings unless the con-
text clearly indicates otherwise. 

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

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

"Eligible applicant" means the owner or registrant of a 
motor vehicle registered in New Jersey or to be registered 
within 60 days who is not in good faith qualified for 
automobile insurance coverage in any residual market mech-
anism created by statute other than the CAIP. For multi-
state operations, the applicant must have its operating head-
quarters in New Jersey but vehicles may be registered in 
other states. Members of the United States military forces 
with vehicles registered in other states shall be deemed 
eligible applicants if they are otherwise eligible; are sta-
tioned in New Jersey; and the vehicle is garaged in New 
Jersey at the time application is made. No applicant shall 
be deemed eligible if the principal operator of the vehicle to 
be insured does not hold a driver's license which is valid in '.;, 
New Jersey, or if a regular operator of the vehicle other 
than the principal operator does not hold such a license. 
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"Eligible for depopulation credit" means business which 
meets all of the following criteria: 

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

2. Business that was insured through CAIP or the 
New Jersey Automobile Insurance Plan Commercial Au-
tomobile Insurance Procedure for at least one year imme-
diately prior to being written voluntarily by the partici-
pant; 

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

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

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

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

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

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

"Net participation" means a participant's gross partic-
ipation for that policy year less its business eligible for 
depopulation credit for that policy year. 

"Net participation percentage" means a participant's net 
participation for that policy year in proportion to the com-

. parable Statewide total net participation for all participants. 
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"Operating headquarters" means the chief place of busi-
ness where the principal officers generally transact business, 
and the place to which reports are made and from which 
orders emanate. It is the location where the executive 
offices are, corporate decisions are made and corporate 
functions are performed. 

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

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

"Private passenger automobile" means a vehicle that 
meets the definition in N.J.S.A. 39:6A-2a, that is not eligi-
ble for coverage through any residual market mechanism 
created by statute, and is owned by an individual or husband 
and wife. 

"Private passenger type automobile" means a vehicle that 
meets the definition in N.J.S.A. 39:6A-2a and is owned by a 
corporation, partnership or any other entity except an indi-
vidual or husband and wife. 

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

1. CAIP direct written premiums included in the fig-
ures which the participant wrote as a service carrier for 
CAJP; 

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

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

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

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

Deleted definition of NJAFIUA and references to it; added text to 
definitions for "Private passenger automobile" and "Voluntary All 
Other Automobile Direct Written Premiums." 

11:3-1.3 Creation of the plan 

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

Supp. 3-18-96 
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(b) CAIP shall be administered by the governing commit-
tee pursuant to this subchapter and a plan of operation 
approved by the Commissioner. 

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

11:3-1.4 Governing committee 
(a) CAIP shall be administered by a governing committee 

of 13 members. 

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

2. Three members shall be licensed producers. 

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

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

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

1. The Alliance of American Insurers; · 

2. The American Insurance Association; and 

3. The National Association of Independent Insurers. 

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

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

1. Independent Insurance Agents of New Jersey; 

2. Insurance Brokers Association of New Jersey; and 

3. Professional Insurance Agents of New Jersey. 

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

(f) The governing committee of the existing New Jersey 
Automobile Insurance Plan Commercial Automobile Insur-
ance Procedure shall act as the governing committee for 
CAIP until the CAIP governing committee is appointed 
pursuant to this section. 
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(g) All meetings of the governing committee shall be 
conducted in accordance with this subchapter and the plan 
of operation. 

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

1. To assume the assets and liabilities of the New 
Jersey Automobile Insurance Plan Commercial Automo-
bile Insurance Procedure on behalf of the member insur-
ers; 

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

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

i. A plan of operation; 

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

iii. A plan for a producer certification program. 

4. To appoint, conditionally appoint or terminate: 

i. A CAIP manager; 

ii. At least two servicing carriers; and 

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

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

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

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

8. To furnish all participants with: 

i. An annual written operations report; 

ii. The approved annual budget upon request; 

iii. A copy of the annual audit upon request; 

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

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

vi. A copy of the minutes from all meetings upon 
request; 
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9. To audit the records of any participant relating to 
the subject matter of CAIP and establish such policies, 
records, books of account, documents and related materi-
al which shall be maintained for the proper administration 
ofCAIP; 

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

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

11:3-1.S Participation 

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

·.. . (b) If the Commissioner finds that the continuation of 
- the depopulation credit program is no longer in the best 

interests of the public, he or she may order that business 
first written voluntarily after that date may no longer be 
eligible for depopulation credit. 

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

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

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

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

( e) In the event a participant discontinues writing motor 
vehicle liability or physical damage insurance in this State, it 
shall continue to pay assessments, provided, however, that if 
the automobile liability or physical damage business of a 

· ,_., participant discontinuing the writing of automobile liability 
or physical damage insurance in this State has been pur-
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chased by, transferred to, or reinsured by another company, 
the latter shall receive the assessments of the former. 

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

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

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

11:3-1.6 Plan of operation 
(a) The plan of operation shall provide for the prompt 

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

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

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

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

4. Procedures to apply for coverage; 

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

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

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

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

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

Supp. 3-18-96 
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proval by the Commissioner in the same manner as the 
plan of operation. 

(b) The governing committee shall, by May 6, 1990, 
submit to the Commissioner, for his or her review and 
approval, a proposed plan of operation. The governing 
committee may propose an amendment to the plan of 
operation at any time. 

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

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

2. If the governing committee does not submit a plan 
of operation by May 6, 1990, or a new plan which is 
acceptable to the Commissioner within 90 days after the 
disapproval of a proposed plan, the Commissioner may 
promulgate a plan of operation and certify same to the 
governing committee. 

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

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

Case Notes 
Former New Jersey assigned risk scheme in automobile liability 

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

11:3-1.7 Coverage 
(a) CAIP shall provide to eligible applicants, bodily injury 

liability and property damage liability coverages as follows: 

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

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

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

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

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

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

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

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

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

1. CAIP shall only offer physical damage coverage to: 

i. Private passenger vehicles; 

ii. Private passenger type vehicles; 

iii. Light trucks; 

iv. Motorcycles; 

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

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

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

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

ii. Vehicles more than 25 or more years old; 

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

iv. Vehicles with a seating capacity in excess of 20; 

v. Any emergency type vehicle; and 

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

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

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

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

11:3-1.8 Eligibility 

(a) As a prerequisite for insurance from CAIP, a pro-
spective insured must attempt, within 60 days prior to the 
date of the application, to obtain automobile insurance in 
New Jersey, and be unable to obtain such insurance. The 
prospective insured must certify, in the application form 
prescribed by CAIP, that the applicant has attempted, but 
has been unable, to obtain automobile insurance in New 
Jersey through ordinary methods. 

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

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

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

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

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

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

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

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

11:3-1.9 Rates and policy forms 
(a) CAIP shall continue to use the rates, rules, sur-

charges, minimum premiums, classifications and policy 
forms approved for the New Jersey Automobile Insurance 
Plan Commercial Automobile Insurance Procedure until 
modified or changed pursuant to this subchapter. 

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

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

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

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

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

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

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

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

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

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

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

SUBCHAPTER 2. NEW JERSEY PERSONAL 
AUTOMOBILE INSURANCE PLAN 

11:3-2.1 Purpose and scope 
(a) This subchapter establishes a plan pursuant to 

N.J.S.A. 17:29D-1 for the providing and apportionment of 
personal private passenger automobile insurance coverage 
for automobiles which are owned or operated by qualified 
applicants. 

(b) The purposes of this subchapter are: 

1. To provide the coverages described herein, subject 
to the conditions stated; 
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2. To establish a procedure for the equitable distribu-
tion of risks assigned to insurance companies; and 

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

( c) The provisions of this subchapter shail apply to all 
insurers admitted to transact private passenger automobile 
insurance in this State and all qualified applicants for auto-
mobile insurance through the PAIP, except as otherwise 
provided in this subchapter. 

11:3-2.2 Definitions 
The following words and terms, when used in this sub-

chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise. 

An "affiliate" of, or a person "affiliated" with, a specific 
person, means a person that directly, or indirectly through 
one or more intermediaries, controls, or is controlled by, or 
is under common control with, the person specified. 

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

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

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

"Department" means the New Jersey Department of 
Insurance. 

"Insurer" means any person or persons, corporation, asso-
ciation, partnership, company, or other legal entity autho-
rized to transact the business of private passenger automo-
bile insurance in this State, except any residual market 
mechanism created by or pursuant to statute. 
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1. No cancellation in accordance with (c) above shall 
be effective unless prior thereto, the automobile insurer 
shall have notified the named insured that the premium 
reduction difference had to be paid to avoid cancellation, 
as specified in (b )2 above. 

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

( d) If the insured provides payment of the full premium 
amount and subsequently provides proof that coverage is 
not restricted in the manner set forth in accordance with (a) 
above, or that all insureds under the automobile policy were 
provided coverage by a health benefits plan at the time 
notification of noncoverage was sent, and that such coverage 
continues and is not restricted in the manner set forth in 
accordance with (a) above, the automobile insurer shall 
refund the monies paid in excess of the full reduction, or 
shall credit any excess paid on the reduced premium to the 
extent any premium payment is still unpaid on the policy. 

11:3-37.6 Order of benefits determination when PIP is 
secondary coverage 

(a) When the named insured of an automobile policy has 
selected the PIP-as-secondary coverage option, all health 
benefits plans for which the insured is eligible shall provide 
coverage for the allowable expenses incurred by the insured 
due to an automobile-related injury prior to any benefits for 
medical expenses being paid by a PIP plan. 

(b) If the insured is eligible for coverage under more than 
one group health benefits plan, the group health benefits 
plans shall coordinate benefits with one another in accor-
dance with the rules set forth for such plans at N.J.A.C. 
11:4-28. 

(c) The PIP plan shall provide benefits for allowable 
expenses remaining uncovered after all health benefits plans 
for which the insured is eligible have paid benefits towards 
those allowable expenses. 

( d) The PIP plan shall continue to be liable for expenses 
related to the same occurrence as the expenses are incurred, 
whether or not the health benefits plan(s) in force at the 
time of the accident terminate(s) coverage, or benefits 
provided under the health benefits plan(s) are exhausted 
subsequent to the occurrence of the accident, up to the 
maximum PIP benefits available to the insured under the 
terms of the automobile policy. 

( e) Total benefits paid by an insured's health benefits and 
PIP plans shall not exceed the amount of total allowable 
expenses. 

11:3-37.7 Determination of PIP medical benefits payable 
when PIP is secondary coverage 

(a) In calculating the actual benefits to be paid by the 
automobile insurer when the PIP-as-secondary coverage op-
tion has been selected, the automobile insurer shall first 
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determine the amount of eligible expenses which would 
have been paid after application of the deductible and 
copayment limitations had the PIP-as-secondary coverage 
option not been selected. 

1. In the event the remaining allowable expenses are 
less than the benefits calculated pursuant to (a) above, 
the automobile insurer shall pay actual benefits equal to 
the remaining allowable expenses, without reducing the 
remaining allowable expenses by its deductible or copay-
ments. 

2. In the event the remaining allowable expenses are 
greater than the benefits calculated pursuant to (a) above, 
the actual benefits paid by the automobile insurer shall be 
the benefits calculated pursuant to (a) above, without 
reducing the remaining allowable expenses by its deduct-
ible or copayments. 

(b) In paying actual benefits, the automobile insurer shall 
not: 

1. Reduce its actual benefits payable on account of 
any deductibles or copayments of the health benefits 
plans which have provided benefits ahead of the PIP plan 
due to the selection of the PIP-as-secondary coverage 
option; or 

2. Reduce its actual benefits payable for any allowable 
expense remaining uncovered which item of expense oth-
erwise would not be an eligible expense under the PIP 
plan, except as set forth by (c) below. 

(c) In determining remaining uncovered allowable ex-
penses, the automobile insurer shall not consider any 
amount for items of expense which exceed the dollar or 
percent amounts recognized by the medical fee schedules 
promulgated pursuant to N.J.S.A. 39:6A-4.6. 

( d) The total amount of benefits to be provided through 
the PIP medical expense provisions for each insured per 
accident or occurrence shall not exceed the maximum PIP 
benefits as provided for by the terms of the policy. 

11:3-37.8 Health benefits plan coverage ineligibility 

(a) When, subsequent to the selection of the PIP-as-
secondary coverage option by a named insured, it is deter-
mined that an insured did not have health coverage in effect 
at the time of an injury, or had health coverage in effect at 
the time of any injury which is such that the PIP-as-
secondary coverage option selection could have been invali-
dated by the automobile insurer and elimination of the 
premium reduction amount effected in accordance with 
N.J.A.C. 11:3-37.S(a), but was not, then the insured shall be 
provided benefits for incurred medical expenses through the 
PIP medical expense provision. 

1. Benefits payable shall be subject to a per accident 
deductible equalling the total of $750.00 plus the PIP 
deductible selected by the named insured of the policy. 
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2. Benefits payable shall be subject to a 20 percent 
copayment for amounts less than $5,000 after the deduct-
ible has been satisfied. 

3. Determination of the amount of benefits payable 
shall be made in accordance with medical fee schedules 
promulgated pursuant to N.J.S.A. 39:6A-4.6 and set forth 
at N.J.A.C. 11:3-29, or on a reasonable basis, as deter-
mined by the automobile insurer, considering the medical 
fee schedules for similar services or equipment in the 
region where the service or equipment was provided, 
when an item of expense is not included on the medical 
fee schedules. 

4. Total benefits paid for each insured eligible for 
benefits in any one accident shall not exceed the maxi-
mum PIP benefits provided for by the terms of the policy. 

(b) All items of medical expense incurred by the insured 
for treatment of an injury shall be eligible expense to the 
extent the treatment or procedure from which the expenses 
arose is recognized on the medical fee schedules, or are 
reasonable medical expenses in accordance with N.J.S.A. 
39:6A-4. 

(c) The automobile insurer shall be entitled to recover, 
for the contract period in which the automobile-related 
injury occurred, the difference between the reduced premi-
ums paid on the policy and the amount of premium which 
would have been due on the policy had the named insured 
not selected the PIP-as-secondary coverage option, and no 
premium reduction shall be provided on that policy for the 
PIP-as-secondary coverage option during the remainder of 
that current contract period. 

11:3-37.9 Determination of benefits when PIP is primary 
coverage 

(a) When no election has been made by a named insured 
to make his or her health benefits plan(s) primary coverage 
provider(s), so that the PIP plan will provide primary cover-
age for medical expenses incurred for treatment of injuries, 
the PIP plan shall provide benefits to the insured without 
consideration of any benefits for which the insured may be 
eligible under any health benefits plan. 

(b) Actual benefits paid by the PIP plan shall be for all 
medical expenses which are eligible expenses incurred for 
treatment of injuries, subject to application of the deductible 
provided for by the terms of the automobile policy, and a 20 
percent copayment requirement for amounts incurred after 
the deductible and up to $5,000. 

(c) Actual benefits payable by a health benefits plan, 
when the PIP plan is providing primary coverage for medical 
expenses incurred for treatment of injuries, shall be the 
lesser of the remaining uncovered allowable expenses or the 
actual benefits that would have been payable had the health 
benefits plan been providing coverage primary to the PIP 
plan. 
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1. Actual benefits payable may be reduced by the 
deductible(s) and copayment requirements applicable by , 
the terms of the health benefits plan, and shall not exceed 0 
the amount of actual benefits that would have been 
payable had the health benefits plan been providing cov-
erage primary to the PIP plan. 

2. Allowable expenses remaining uncovered, which the 
health benefits plan(s) shall consider when the PIP plan is 
providing primary coverage, include: 

i. Any PIP deductible(s); 

ii. Any PIP copayment amounts; 

m. Any expenses which exceed the medical expense 
coverage limits of the PIP plan per person per accident, 
as set forth by the terms of the automobile policy; and 

iv. Any expenses not covered by the PIP plan when 
such expense was determined to be in excess of the 
reasonable charge for an item of expense not listed on 
the medical fee schedules, but for which the automobile 
insurer determined a reasonable charge based on the 
medical fee schedule for a similar item of expense in 
the region where the service or equipment was provid-
ed. 

( d) When a health benefits plan provides hospital ex-
pense or service benefits only, or medical expense or service 
benefits only, and is not otherwise a part of a basic health 
benefits package, all allowable expenses remaining uncov- "--_) 
ered shall be considered by that health benefits plan for the 
provision of benefits, without regard as to whether the 
expenses are hospital-related or medical-related expenses. 
Actual benefits paid by that health benefits plan for the 
allowable expenses remaining uncovered shall not exceed 
the total actual benefits which would have been payable had 
the health benefits plan been providing coverage primary to 
the PIP plan. 

( e) When there is one health benefits plan providing 
insureds hospital expense or service benefits and another 
health benefits plan providing insureds medical expense or 
service benefits as two separate parts of one basic health 
benefits plan package, the hospital benefits plan and the 
medical benefits plan shall both consider all allowable ex-
penses remaining uncovered and shall apportion such allow-
able expenses between the two plans on a pro-rata basis 
without regard as to whether the expenses are hospital-
related or medical-related expenses. Actual benefits paid 
by each plan of the health benefits plan package shall not 
exceed the total actual benefits which would have been 
payable by each plan had the health benefits plan package 
been providing primary coverage. 

(f) No insured shall be liable to a health care provider for 
any fees for services or supplies which exceed the dollar or 1 
percentage amounts recognized for those services or sup- ~-_,) 
plies on the medical fee schedules. 
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(g) No health benefits plan shall seek repayment from or 
withhold payment to an insured for amounts paid to the 
insured in consideration of charges which were in excess of 
the amounts set forth in the medical fee schedules. 

(h) If there is more than one group health benefits plan 
providing secondary coverage to an insured, these plans may 
coordinate their benefits with one another in accordance 
with N.J.A.C. 11:4-28. 

Case Notes 
Costs of home renovations and specialized equipment for quadripleg-

ic insured were "allowable expenses" within meaning of regulation 
mandating that actual benefits payable by health benefits plan. Bailey 
v. Garden State Hospitalization Plan, 280 N.J.Super. 206, 654 A.2d 
1043 (L.1994). 

Hospitalization insurer could be held responsible for hospital bills 
without regard to when they were incurred, and personal injury protec-
tion benefits could be used for specialized equipment and home 
modifications. Bailey v. Garden State Hospitalization Plan, 280 N.J.Su-
per. 206, 654 A.2d 1043 (L.1994). 

"Primary carrier" is carrier first required to pay personal injury 
protection benefits preserving its right of contribution from other 
insurers also liable for such payments. Bailey v. Garden State Hospi-
talization Plan, 280 NJ.Super. 206, 654 A.2d 1043 (L.1994). 

11:3-37.10 Explanation of benefits 

(a) Automobile insurers shall develop and utilize an ex-
planation of benefits form to be provided with the payment 
of benefits for expenses incurred for treatment of injuries 
which clearly identifies and explains the following: 

1. Each procedure for which a claim has been made; 

2. Eligible expense related to each procedure with an 
indication of whether the eligible expense is based on the 
medical fee schedules or is the reasonable charge as 
determined by the automobile insurer; 

3. Actual benefits paid; 

4. Any deductible or copayment applied; 

5. A concise explanation why any item of expense is 
considered an ineligible expense, when this occurs; and 

6. A statement to insureds that no health care provid-
er may demand or request any payment from any person 
in excess of those permitted by N.J.A.C. 11:3-29, and that 
no person is liable to any health care provider for any 
amount of money which results from the charging of fees 
in excess of those permitted by N.J.A.C. 11:3-29 pursuant 
to N.J.S.A. 39:6A-4.6. 

Amended by R.1994 d.564, effective November 21, 1994 (operative 
January 1, 1995). 

See: 25 NJ.R. 4706(a), 26 NJ.R. 4616(b). 

Case Notes 
Former patient failed to establish that charges reflected in bill were 

not usual, customary, and reasonable; hospital's witness testified that 
charges were in accord with other teaching institutions in area and were 
approved by state insurance commission, and patient's insurance com-
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pany paid its full share of all charges and did not reject any by claiming 
that they were not usual, customary, reasonable, and/or necessary. 
Hahnemann University Hosp. v. Dudnick, 292 NJ.Super. 11, 678 A.2d 
266 (A.D.1996). 

11:3-37.11 Dispute as to primacy of coverage 

(a) If, subsequent to the selection of the PIP-as-second-
ary coverage option by the named insured, injuries are 
sustained by an insured eligible for health benefits plan 
coverage, but a dispute exists between the health benefits 
provider and the automobile insurer, then the health bene-
fits provider shall provide benefit as if it were the primary 
coverage provider and no PIP benefits were available to the 
insured. In no event shall the provision of benefits be 
unreasonably delayed by either a health benefits provider or 
an automobile insurer. 

(b) If the health benefits provider asserts that it is not 
subject to N.J.A.C. 11:3-37.3, and thus, will not act as the 
primary coverage provider then the automobile insurer shall 
assume the role of primary coverage provider, and provide 
its benefits in accordance with NJ.AC. 11:3-37.8. The 
automobile insurer shall be entitled to recover premium 
reductions in accordance with N.J.A.C. 11:3-37.8(c). 

11:3-37.12 Eligibility under two or more automobile 
policies 

(a) If an insured is eligible for coverage of medical 
expenses under more than one automobile policy, the deter-
mination as to which automobile policy will assume coverage 
responsibility for that insured shall be as follows: 

1. A named insured shall receive benefits for medical 
expenses under the terms of the automobile policy on 
which he or she, or his or her spouse, is identified as the 
named insured. 

2. A family member who is a child of a named insured 
or the named insured's spouse shall receive benefits for 
medical expenses under the automobile policy of the 
named insured, subject to the following: 

i. If the child is a child of more than one named 
insured or of more than one spouse of a named in-
sured, the child shall receive benefits under the terms 
of the automobile policy of the named insured who has 
legal custody of that child or whose spouse has legal 
custody of that child. 

ii. If the child is a child of more than one named 
insured or of more than one named insured's spouse, 
and legal custody of that child has either never been 
awarded, or has been awarded jointly, then the child 
shall receive benefits under the terms of the automobile 
policy of the named insured whose birthday occurs 
earliest in the calendar year. 

m. If the child is a named insured or the spouse of 
a named insured, (a)l above shall apply. 
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3. If neither (a)l nor (a)2 above apply to an adult or 
child family member, then that family member shall re-
ceive benefits for medical expenses under the terms of the 
automobile policy of the named insured whose birthday 
occurs earliest in the calendar year. 

4. If an automobile policy identifies more than one 
person as a named insured on the automobile policy, the 
birthday of the named insured whose birthday occurs 
earliest in the calendar year shall be considered the 
determinant birthday on that automobile policy. 

(b) An insured shall not receive benefits for medical 
expenses under more than one automobile policy. 

(c) If an automobile policy PIP plan provides benefits for 
medical expenses for an insured who is eligible for medical 
expense benefits under more than one automobile policy 
PIP plan, the automobile insurer of the paying PIP plan may 
seek equitable pro rata contributions from the other auto-
mobile policy PIP plan(s) for the benefits actually paid by 
the paying PIP plan. 

Case Notes 
Primary carrier must pay PIP benefits and may seek contribution 

from other carriers. U.S. Fidelity & Guar. Co. v. Industrial lndem. 
Co., 264 NJ.Super. 379, 624 A.2d 1014 (A.D.1993), certification denied 
134 N.J. 484, 634 A.2d 530. 

Double recovery of PIP benefits is prohibited. Martin v. Prudential 
Ins. Co., 255 N.J.Super. 524, 605 A.2d 762 (A.D.1992). 

Passenger could recover PIP benefits under both driver's policy and 
own policy. Martin v. Prudential Ins. Co., 255 NJ.Super. 524, 605 A.2d 
762 (A.D.1992). 

11:3-37.13 Penalties 
Each automobile policy or health benefits plan subject to 

the terms of this subchapter which fails to comply with the 
terms herein shall be in violation of this subchapter. Fail-
ure to comply with the terms of this subchapter may result 
in the assessment of any and all penalties in accordance with 
the laws of this State. 

11:3-37.14 Severability 
If any provision of this subchapter or application thereof 

to any person or circumstance is held invalid, the remainder 
of the subchapter and the application of such provision to 
other persons or circumstances shall not be affected thereby. 

SUBCHAPTER 38. TOWING AND STORAGE FEE 
SCHEDULE 

11:3-38.1 Purpose and scope 
(a) The purpose of this subchapter is to establish towing 

and storage fee schedules on a regional basis pursuant to 
N.J.S.A. 17:33B-47 for the reimbursement of towing charges 
and storage charges for private passenger automobiles that 
are damaged in accidents or are recovered after being 
stolen. 
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(b) The provisions of this subchapter apply to all insurers 
which write private passenger automobile insurance in this 
State and to all persons who provide towing and storage 
services in this State for private passenger automobiles that 
are damaged in accidents or are recovered after being 
stolen. 

11:3-38.2 Definitions 
The following words and terms, when used in this sub-

chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise: 

"Automobile" means a private passenger automobile of a 
private passenger or station wagon type that is owned or 
hired and is neither used as a public or livery conveyance for 
passengers nor rented to others with a driver; and a motor 
vehicle with a pickup body, or delivery sedan, a van, or a 
panel truck or a camper type vehicle used for recreational 
purposes owned by an individual or by husband and wife 
who are residents of the same household, not customarily 
used in the occupation, profession or business of the insured 
other than farming or ranching. An automobile owned by a 
farm family copartnership or corporation, which is principal-
ly garaged on a farm or ranch and otherwise meets the 
definitions contained in this section, shall be considered a 
private passenger automobile owned by two or more rela-
tives resident in the same household. 

"Basic towing service" means the removal and transporta-
tion of an automobile from a highway, street or other public 
or private road, or a parking area, or from a storage facility, 
and other services normally incident thereto, but does not 
include recovery of an automobile from a position beyond 
the right-of-way or berm, or from being impaled upon any 
other object within the right-of-way or berm. 

"Commissioner" means the Commissioner of Insurance of 
the State of New Jersey. 

"Department" means the New Jersey Department of 
Insurance. 

"Inside buildings" means a vehicle storage facility that is 
completely indoors, having one or more openings in the 
walls for storage and removal of vehicles and that is secured 
by a locking device on each opening. 

"Motor vehicle accident" means an occurrence in which a 
private passenger automobile comes in contact with any 
other object for which the private passenger automobile 
must be towed or removed for placement in a storage 
facility. This includes all situations which are accidental as 
to the insured even if they were caused by the intentional 
acts of a perpetrator where the perpetrator was not the 
insured or not otherwise involved with the insured. 

"Tow vehicle's base of service" means the towing opera-
tor's principal place of business where the tow vehicle is 
stationed when not in use. 
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"Outside unsecured" means an automobile storage facility 
that is not indoors and is not secured by a fence, wall or 
other man-made barrier, and all other storage facilities not 
defined above as inside building or outside secured. 

"Storage charges for 24 hour period" means the maxi-
mum allowable amount to be charged by a storage facility 
for a 24 hour period or fraction thereof. A new 24 hour 
period begins at 12:01 A.M. 

"Tow vehicle" means only those vehicles equipped with a 
boom or booms, winches, slings, tilt beds, wheel lifts or 
under-reach equipment specifically designed by its manufac-
turer for the removal or transport of private passenger 
automobiles. 

11:3-38.3 Regions 
(a) Region I, as used in this subchapter, consists of the 

following counties in New Jersey: Atlantic, Burlington, 
Camden, Cape May, Cumberland, Gloucester, Mercer, 
Monmouth, Ocean, and Salem. 

(b) Region II, as used in this subchapter, consists of the 
following counties in New Jersey: Bergen, Essex, Hudson, 
Hunterdon, Middlesex, Morris, Passaic, Somerset, Sussex, 
Union, and Warren. 

11:3-38.4 Application of storage and towing fee schedule 
(a) No person shall be liable to any person who tows or 

stores a private passenger automobile which was damaged in 
an accident or recovered after being reported stolen for any 
fees in excess of those permitted by the towing and storage 
fee schedules established in this subchapter. 

(b) The region used to determine the proper fee set forth 
on the schedules shall be determined as follows: 

1. For towing services, the fee shall be based on the 
region in which the tow vehicle's base of service is locat-
ed. 

2. For storage services, the fee shall be based on the 
region in which the facility is located. 

( c) The fee schedules shall be reviewed by the Commis-
sioner on an annual basis and may be revised if necessary. 

( d) The fees set forth on the schedule for towing rates 
are the maximum charges that shall apply to a private 
passenger automobile for basic towing services rendered as 
a result of an accident or theft recovery. There shall be no 
additional charges other than those provided in N.J.A.C. 
11:3-38.6, including, but not limited to, flatbedding, waiting 
time, winching, cleanup cost, and additional labor, when 
only basic towing services as defined are provided. 

1. The towing rates shall be calculated based on the 
'--- __ / total distance travelled from the tow vehicle's base of 

service to the job site and return, by way of the shortest 

11:3-38.6 

available route. Fractions shall be rounded up to the 
nearest whole mile. 

2. Tow vehicles transporting multiple passenger cars 
at one time shall receive the applicable fees for each 
vehicle transported. 

3. When towing services are required at the scene of 
an automobile accident, the Day rate shall apply when the 
time of the accident is between 8:00 A.M. and 4:30 P.M., 
Monday through Friday, except New Jersey State Holi-
days. The Night, Weekend and Holiday rate shall other-
wise apply. 

4. When towing services are otherwise required, the 
Day rate shall apply when the vehicle is transported 
(pickup to delivery) entirely between the hours of 8:00 
A.M. and 6:00 P.M., Monday through Friday, except New 
Jersey State Holidays. The Night, Weekend and Holiday 
rate shall otherwise apply. 

( e) The fees set forth on the schedule for storage fees are 
the maximum storage charges per 24 hour period that shall 
apply to a private passenger automobile that is stored by a 
person as a result of an accident or theft recovery. 

(f) No insurer or rating organization shall include any 
expense for storage of a private passenger automobile for 
more than 30 days into the base for determining private 
passenger automobile rates used or to be used in this State. 

11:3-38.S Penalties 

(a) Failure of a person to abide by the requirements of 
this subchapter may be punishable by a fine not to exceed 
$5,000 for the first violation, $10,000 for the second viola-
tion and $15,000 for each subsequent violation pursuant to 
N.J.S.A. 17:33A-5. 

(b) Violators who are licensed as an automobile repair 
facility will be reported to the Division of Motor Vehicles. 
Insurers may also report violators under the provisions of 
N.J.S.A. 17:23-8 to 15. 

11:3-38.6 Towing and storage fee schedules 

(a) The following is the fee schedule for towing services: 

Days 
First mile or less 
Each additional mile 

Nights, Weekends and New Jersey State Holidays 
First mile or less 
Each additional mile 

Region 
1 2 

$35.00 $40.00 
$ 1.75 $ 1.75 

$45.00 $50.00 
$ 1.75 $ 1.75 

(b) The following is the fee schedule for storage services: 
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Inside Building: 
Storage Facility Capacity 
21 or more spaces 
10-20 spaces 
Less than 10 spaces 

Outside Secured: 
Storage Facility Capacity 
21 or more spaces 
10-20 spaces 
Less than 10 spaces 

Outside Unsecured: 
Storage Facility Capacity 
21 or more spaces 
10-20 spaces 
Less than 10 spaces 

Region 
1 2 

$13.00 $15.00 
$18.00 $20.00 
$22.00 $25.00 

Region 
1 2 

$13.00 $15.00 
$18.00 $20.00 
$22.00 $25.00 

Region 
1 

$13.00 
$18.00 
$22.00 

2 
$15.00 
$20.00 
$25.00 

SUBCHAPTER 39. REDUCTIONS IN PREMIUM 
CHARGES FOR PRIVATE PASSENGER 
AUTOMOBILES EQUIPPED WITH ANTI-
THEFT, VEHICLE RECOVERY AND 
SAFETY FEATURES 

11:3-39.1 Purpose 
The purpose of this subchapter is to encourage consumers 

to invest in and use anti-theft and vehicle recovery devices 
and safety features in private passenger automobiles by 
providing that there shall be a reduction in the base rates 
applicable to automobile physical damage coverage, in ac-
cordance with N.J.S.A. 17:33B-44, for those private passen-
ger automobiles equipped with anti-theft and vehicle recov-
ery devices and safety features. 

11:3-39.2 Scope 

(a) This subchapter shall apply to all insurers which write 
private passenger automobile insurance in this State. 

(b) This subchapter shall apply to all policies which in-
clude provisions for physical damage coverage and which 
are issued or renewed on or after September 1, 1991. 

11:3-39.3 Definitions 
The following words and terms, when used in this sub-

chapter, shall have the following meanings, unless the con-
text clearly indicates otherwise. 

"Alarm" means a device which emits sounds audible at 
300 feet or more, such as a horn, bell or siren, but does not 
include those sounds that reasonably may be confused with 
police or emergency response vehicle sirens. 

"Automobile physical damage insurance" means a policy 
providing one or more of the following coverages: 

1. Collision; 

2. Comprehensive; and 
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3. Fire and theft. 

"Electronic lock or keyless lock device" means an elec-
tronic coding device possessing 10,000 possible combinations 
or more, which may be unlocked by use of a keyboard or 
similar data entry device or by means of a remote control 
device. 

"Inspection" means a physical examination of an automo-
bile by an authorized representative of the insurer, in accor-
dance with the standards set forth at N.J.A.C. 11:3-36.6. · 

"Insured" means the named insured, as defined in the 
policy, or an applicant for automobile physical damage 
insurance. 

"Insurer" means any person authorized to write automo-
bile insurance in New Jersey, including any residual market 
mechanism, and includes all affiliated companies within a 
group. 

"Nonpassive" means a device or system designed to re-
main inoperative and nonfunctional until actively engaged 
by the user. 

"Passive" means a device or system designed to become 
automatically operative and functional when the automo-
bile's ignition key is moved or stationed in the off position. 

"Private passenger automobile" means a vehicle that 
meets the definition at N.J.S.A. 39:6A-2. 

"Tubular lock" means a lock which may be opened by a 
specific cylindrically shaped key and which possesses at least 
50,000 possible combinations. 

11:3-39.4 Reductions in rates for anti-theft and vehicle 
recovery devices 

(a) Every insurer writing automobile physical damage 
insurance shall provide a reduction in the base rates of its 
comprehensive and fire and theft coverages, if different, for 
all private passenger automobiles equipped with one or 
more anti-theft or vehicle recovery devices, as described at 
N.J.A.C. 11:3-39.5. The reductions in the base rates shall 
be as follows: 

1. At least five percent for devices which qualify as 
Category I anti-theft devices; 

2. At least 10 percent for devices which qualify as 
Category II anti-theft devices; 

3. At least 15 percent for devices which qualify as 
Category III anti-theft or vehicle recovery devices; and 

4. At least 20 percent for devices which qualify as 
Category IV anti-theft or vehicle recovery devices. 
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