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(e) If a claimant is actively negotiating with an insurer for
settlement of a claim, and the claimant’s rights may be af-
fected by a statute of limitations or a policy time limit, the
insurer shall provide the claimant with written notice that the
time limit may be expiring and may affect the claimant’s
rights. Such notice shall be given to claimants 60 calendar
days before the date on which such time limit may expire.
This rule shall only apply if the insurer is negotiating a claims
settlement with a person who is neither an attorney nor rep-
resented by an attorney.

(f) No insurer shall make statements which indicate that
the rights of a claimant may be impaired if a form or release
is not completed within a given period of time unless the
statement is given for the purpose of notifying the claimant of
any applicable law or policy provision.

(g) Unless otherwise provided by law, in any case where
there is no dispute as to one or more elements of a claim,
payment for such element(s) shall be made notwithstanding
the existence of disputes as to other elements of the claim
where such payment can be made without prejudice to either

party.

(h) An insurer shall not compel claimants to institute liti-
gation to recover amounts due under an insurance policy by
offering substantially less than amounts recovered in actions
brought by such claimants.

(i) No insurer shall deny payment of a claim when it is
reasonably clear that either full or partial benefits are payable.

(j) No claim shall be denied or compromised based on an
exclusion, reduction or limitation in a policy unless documen-
tation of facts rendering the exclusion, reduction or limitation
operative can be obtained. If such documentation is not made
a part of the claim file, the insurer shall place in the claim file
a written notation explaining how documentation may be
obtained.

(k) With respect to first party claims, insurers shall make
claim payments by check or draft with a statement setting
forth the coverage under which payment is made and in
sufficient detail so that first party claimants can reasonably
understand the benefits included within the claim payment.
The details should include an explanation of how the benefit
payment was calculated. This subsection shall not apply to
claims in which the claim payment figure was arrived at
through negotiations between the insurer and the first party
claimant.

(D) If a first party claimant or a third party claimant not
represented by an attorney does not submit sufficient infor-
mation to establish his or her entitlement to the benefits
claimed, then the insurer shall provide the claimant with a
general description of the information and documentation
needed to establish such entitlement.
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Proving Bad Faith in Environmental Coverage Actions. Patrick
Nucciarone, Jeffrey A. Cohen, Alexa Richman-La Londe, 149 N.J.L.J.
468 (1997).

Case Notes

Insured is bound by homeowners policy’s one-year limitations period
on filing suit to challenge denial of a claim if the insured knew or should
have known of that term of the policy even though the endorsement
reflecting that limitation was omitted from the copy of the policy sent to
the insured. Matos v. Farmers Mut. Fire Ins. Co., 399 N.J. Super. 219,
943 A.2d 917, 2008 N.J. Super. LEXIS 73 (App.Div. 2008).

Insureds’ complaint alleging improper denial of a claim with regard to
damage to their home was properly dismissed as untimely since they
should have known of the 12-month limitations period for bringing their
suit based on a letter from the insurer, regardless that the policy they
received omitted that limitations period. Matos v. Farmers Mut. Fire Ins.
Co., 399 NJ. Super. 219, 943 A.2d 917, 2008 N.J. Super. LEXIS 73
(App.Div. 2008).

Deviation by insurer from standards imposed by unfair claim settle-
ment practices statute and regulations; evidence of bad faith. Miglicio
v. HCM Claim Management Corp., 288 N.J.Super. 331, 672 A.2d 266
(L.1995).

11:2-17.9  Rules for fair and equitable settlements
applicable to life and health insurance

(a) No insurer shall indicate on a payment draft, check or
in any accompanying cover letter that said payment is “final”
if additional benefits relating to the claim for which benefits
are being paid are payable under the policy.

{b) When it is apparent to the insurer that additional bene-
fits would be payable under a policy upon receipt of addi-
tional proofs of loss from the claimant, the insurer shall
explain to the claimant in writing or by telephone the addi-
tional proofs or information needed to establish entitlement to
additional benefits.

(c) No insurer shall undertake any activity that has the
effect of coercing the insured to settle a disability claim on a
lump sum basis.

(d) No insurer shall pay a claim involving both a covered
and noncovered condition on a percentage basis of contrib-
uting loss, unless said percentage is reasonable.

(e) Settlement of claims for a fraction of an indemnity
period shall be on a pro rata basis unless the policy specif-
ically excludes pro-rata payments.

(f) If it is found that an insured’s age is overstated on an
individual life or health policy or understated on an annuity,
benefits shall be adjusted upward under a policy which con-
tains a misstatement of age provision specified in N.J.S.A.
17B:25-6 and N.J.S.A. 17B:26-18.

(g) No insurer shall request a claimant to sign an agree-
ment which releases the insurer from all future claims under
an insurance policy unless no other benefits are payable under
it.
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(h) Unless otherwise provided by the policy, no insurer
may terminate disability benefits based solely on lack of
regular medical attendance when the disability has been
verified by a physician and can reasonably be expected to
continue beyond the date through which benefits have been
paid.

(i) No policy shall be rescinded and claim denied for loss
incurred during the contestable period based on material mis-
representation by the applicant unless the application is a part
of the contract.

(j) No policy shall be rescinded and claim denied for loss
incurred during the contestable period based on omission of
material information when such information is not specif-
ically requested on the application.

(k) When an application for a life/health policy contains
only one medical question or declaration as to general status
of the insured’s health, such as, “Are you now in good
health?”, an insurer shall not rescind a policy or deny a claim
for loss incurred during the contestable period on the basis of
material misrepresentation, if based on the totality of circum-
stances, the insured responded to the best of his/her knowl-
edge and belief that the general status of his/her health was
satisfactory.

Petition for Rulemaking.
See: 25 N.J.R. 6065(a).

11:2-17.10  Rules for fair and equitable settlements
applicable to property and liability
insurance

(a) This section, unless otherwise noted in this subchapter,
is applicable to claims arising under all property/liability cov-
erages. This section is organized so that the requirements for
all lines of property/liability insurance are found in (a)l
through 6 below; for automobile insurance only, in (a)7
through 13 below; and for other than automobile insurance
only, in (a)14 and 15 below. The requirements of this section
with respect to motor vehicle claims are in addition to the
requirements of N.J.A.C. 11:3-10. In addition to the provi-
sions of this section, the requirements for auto physical dam-
age first party claims found in N.J.A.C. 11:3-10.1 through
10.4 shall also be construed to apply to automobile property
damage third party claims from the time that liability be-
comes reasonably clear. The requirements are as follows:

1. Where liability and damages are reasonably clear,
insurers shall not recommend that third party claimants
make claim under their own policies solely to avoid paying
claims under such insurer’s policy.

2. When the amount claimed is reduced because of
betterment or depreciation, all information and calculations
for such deduction shall be contained in the claim file.
Such deductions shall be itemized and specified as to dollar
amounts and shall be fair and equitable.
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3. Unless the question has been specifically negotiated,
the insurer remains liable for hidden damage directly
related to the loss giving rise to the claim subject to policy
terms, conditions and limits.

4. No insurer shall refuse to grant advance payments on
a claim primarily because the claimant has retained an
attorney for the purpose of facilitating recovery on his/her
behalf.

5. No insurer shall deny a claim for failure to exhibit
the property without proof of demand and unfounded
refusal by a claimant to do so.

6. Unless the insurer is exercising a right under the
policy to repair damaged property, it shall not require as a
condition to payment of claims that repairs be made by a
particular contractor or repair shop.

7. In all automobile physical damage claims, the first
party claimant shall be notified at the time of the insurer’s
acknowledgement of the claim, or sooner if inquiry is
made, whether coverage exists for the rental of an auto-
mobile subject to policy terms and conditions.

8. When an insurer acknowledges receipt of an auto-
mobile property damage liability claim, or sooner if the
claimant inquires, it shall inform the claimant whether and
to what extent he or she will be entitled, if the insurer’s
liability later becomes reasonably clear, to payment for the
rental of an automobile or other substitute transportation.
Such payment will ordinarily be for the rental of a vehicle
comparable to the type of the damaged vehicle (for
example, sedan, minivan, sport utility vehicle, etc.) at a
reasonable price until the damaged vehicle is repaired or, in
the event of a total loss, until the claim is settled. Nothing
in this section shall be construed to require that the
reimbursement cover costs of a rental vehicle of similar
value or “status” to that of the damaged vehicle, but only a
comparable type. When an insurer uses the doctrine of
comparative negligence to determine its responsibility for
the cost of substitute transportation, it shall, as soon as is
practicable, advise the claimant of the extent of its liability.

9. An insurer shall provide notice to a claimant three
working days prior to the termination of payment for auto-
mobile storage charges and place a copy of such notice in a
claim file.

10. All after market parts manufactured after October
17, 1988 used in the repair of an automobile where insur-
ance proceeds provide the basis of payment therefor shall
carry sufficient permanent identification so as to identify
the manufacturer thereof. Such identification shall be
accessible after installation to the extent possible.

11. No insurer shall require the use of after market parts
in the repair of an automobile unless the after market part
is warranted by the manufacturer in a reasonable manner as
to duration and coverage and at least equal in like kind and
quality to replacement parts available from the original
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