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W:i:e:~aeJS ~e ,A$Seuly_ Banking :cm,,(1 ln.su;e.ance Committee 

:i1' · th~ :c•~ ~f ilb$ 4-e'1:i~:eJ:',~:t,i~n$ ,~n tb:e ,a(Utomobi.le insurance 

:ref$:$ $)~ei.s p~e::s~tl;y· ~.efo~~ ;,i,t,: e;u.tn.oT1,ze"$ the appoint.~en t 

of an ,a«i kG>: c••itte.e t,o ,~$,sj.st :it in si.:i.ch del.i~erati~.;:a:S end 

Yt,o p$',~s~t: w ~ ~•i..1:tee ·ne · i~t.~'r th.e,a 4$ :a:a~rs aft.et'' the •· 

4-at~ ··.of •e ~ti•m 'ot t:b.z.$ nrot.ion i·t$ rec$mttte~dat.ions f•c:r, 

· i$:~Ait.-!3c~ ~~ refo:r,r;n,, int:ludb'lg., 1'ut n-c>t J..~.it.ed to·, 

ra~!i/aki®g.,, ·.t:he·· ~!:du.al. 1111ark'(.-t~ an~ the i.t:isJ~ •elassification 
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The p,&t'i1)'0:$e ~f tti,ni$ . ~p,,ott is t;·0, p-reei-eri t t;) th$ 

P,eople, .Legi.slat,~. affl itliate ;Govern.of' £act,s abcut th,e 

au'tt> :insur.ance S::J$~ ~twill a.rouse in them a feel,,. 

Today, under the pres;e.:mt system of auto !.!";s1:.rar.ce 

there ar,e n1:a.l.e dri,i.r-,ers ilwi.n:g in New Jersey who ;,a.y 

$17 9:5. 00, -while. thei"r· ~: sisters- living in another 

part of the state~ with tae same insurance coverage, 

and the same ,good. di".iving Jt"e~ord, pay _$245.00 • 

. ·.·. 
: :~ .... : 

~ _.... ,. .. 

- MLCHAEL F •. ADUBATO 
CHAIRMAN· 
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;Automobile Insurance. Reform 



illicm.est :men ,c,e:n ~~rk 1:t;:ol5,e·t:t:i.,e:r and still honestly dis ... 

a;gre,e,.. )[t is ·with :bht.;:s 2p;r.e1n:i.sie in mind that I subm;i t that 

- th;e !r1ec;0mtn.en·o~tiohs ,,et ·tt:t\te .a_-tt tEorc Commit-tee to Study the 

. . 
. A~tnli.ni;S'lt't-atio,n·''s p:itl~p~~ arrt.:m:r:n:ID)il.;e insurance t-efor:ms 

''l'h:er-e:f·~;t\e,,. it is :Jf(f \G:~~i,'8.'±,~ as the .Chari.man -~f th~ A~ 

1Tk,e Q~i~t4t!l'i, Md_---a.$ W~aidlan o-f the .Aeis:~m.l)l.y $~king 
.. . . . . 

and illS~ran'!:e Comani"t't'ae.,, 'b ~ea:te why the Ad. n<>c Co.~ittei' s 

re.e~:ndat:ion~ a.?'I~ bl~•'t1e,,, \and prese.Ilt m;y. own reconimenda.• 

Tr.~ C011md.tte,e was; e:s't:&bliah.gd by thi As$.embly 

~.ing end !nsur:ance ~ittee tfl r-espons·e to the clamor 
,. 

of' t:he .motorist:s of Ne~ Jiersey for an equitable and just 

autQIIJlebile insuraace .. rat:es have ~creased substantially, 
•:: .... 

·- tlil~ · spread <>f rate~ beween the various classificat:ions 

of lllll0t:cris1:s and geographical rating areas ·has bec•ome .... ,. '.. - . . 

. . . "· "~ increa;b.r;· ~-burd;ri;~~~: and :remai~~ ·without ·j ustifi~ation •. 

•~thing ~as-:been done:t:o. remedy· this s-,ituation, :in spite. 
,,. ::.· 

of' the fa<:t that the need to e·liminate whatever inequities 
' .'.· ..... !. - ., , -.~.. ri• .-. 

.·. ··;~~t :exist in the:a~t:~~obil~. i~s,ur-~nce rating system was 
.. _ .... 

. " t~ciog~i-zeJ as·· eariy· as· .. 1973. in New Jersey-: 
. ' .. : . •. ·. . . .-·· __ ., ... : . -- ., ·. : ... - . . ::-/:,;.· .- .---.-~ , 

., -. 



,f»,NIE ,()T:h!E:R ASPECT OF .~1um~•fifO\BlL! lNSURAi1iCE HA$ CONCERt.tED 'ME 

F:!JllR $0Mt l'J!M,E ... THE .EXORBl'f:;~m'i,r 1P!tSNli111)})1$ ,cHAfmEO TO CE!R1AUiI "G"~O'!llP'.$ 

,OiF D!fRl'\fiEiJt~,S ;81E:CAUS!; THE Pl!\El!Srttrr Uf~tUJ(G SYSTEM ,e.DOS $i1JRCHAR:Gif: 

UP,OIM S1!!1im1C1HARG£ UNTlL lNS~fJR~tll(CtE 'li'S ,PRlCltO geYOND THE REACH QF 

iMMnt ,AiNID) lP2LACES A FI NANC!~t. ilflQ,\1ffiSfU;P ON Att... 

THE flftl;:W.'ll\~M. CH AP, G E P., ,, 

:,!,I · SCRUT~:1:v~:§~!~uR::c;c:!:~;:.~~ ;~s~:o~;s I;o E~~::~;E 
· 11 WH/ff!!;VER INEQUIJit;;S EXlSl, iF 111HllESE INEQUITIES ~N l}E REMQY'f;ll 

_.~ _ ONLY THROUGH LEGJSLAJJQH, YOIUI ·~ EX?i::CT TO RECEIVE SUCH 
. . ~- : RECf?MMEtll>AT IONS. FROM ME IN 'TJHIE IEAB FUT!J llE I 
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The Ad Ho.~ Comr.nitte,e was aJ.eo established becau·se 

of the inaoili ty of the ;D,epar-tment of !nsut'ance to prcper1y _ 

perform it:s stat,utory function tC> 1:>egulate th•e automooile 

ints•vrrance indus·try an.a ito pr~vi.de an e('.J:uitabl·e ~nd just 

lt i:s ,a r.espo:nsibil;i.ty ~of tb.,e Le_gitla:t'l..re 'to rn:,,ov:i<i:e prop·er 

d.irection .an<;! support :e•e.;rvie1e,s to., .an-d maintain g,en~ral 

ov,ersigtrt ,of, t'h,e •department .. 

This is n~t the ti·nve :to lo,ok back., howeve:-, and harp 

on the La:x:n,ess or :ir.ep'\tintess ,cf ·the de-partment or the 

shor·t:si,ghtedness of th,e; ·in$u.:t·am:~ inau.stry. If t:he state 

d•oe.s .not '"'act to r;g~1a1:E/t1tie indu:S'tt".Y and correct i.neq:uiti~s 

in tnie ~-uton:i.oeile in.sur:ance system, Congress t-1ill act. Th-e 

challenge r'el1lains to the st.ate.: reform the :Present automobile 

~he system and replace it with a new one founded in equity 
• 

While it was suggested at one of the first Ad Hoc 

. Committee me,etings th~- Committee consider the levelling of 

ex?enses .relating to· the writing of automobile insurance, a 

', .deci~ion "Was 'made tha~~ _this w~s ·~nnecessary' because .the 
.., • - - • - •.• • -=.. 

._ernmittee would recommend the capping of insurance rates .. 

_._This _being t,~~- --~~se ,-- i: felt: it to· :be m;·•responsibili ty' as 

C.hai:r-~an,: :to·:gather. ~d -analyz.~··_:the·Aata·~ ne6es~ary to ... 
, . . . . . . -~- . ·. . . 

. ··a9~omplish the--·•le~elli~g ·of--~xpenses. ·. 

·. In .. ali .'fairne~s -·to - the members. of the· Ad Hoc Co.mmi ttee, . 
. · . . : . 

.... -· ..... ··, 

_. 4 -·-
. · .. --· 

. ·. ,' : .. 

. ; -~ ': ·. ~. ,. '. -.. .. . . . ... ....... 
: . . . 

1 • .. -~-- .:· •• ". 

- .... ~- ', 

·. . ... : :,-~ __ ;, .. .- :, 
.; ., 



it should te noted that because of the length uf time it 

tock for me to gather and analyze significant data be::yond 

which the Committee hatl available for its report, the 

Committee was not given the opportunity t,;;, v.ote on these 

proposals. However.ij ! nav,e been speaking to individua1 

members of the Ccmmit;t1e:e and they are infor'med a3 to the 

rnerits of :ny propo:saL .In effect, while it is necessary 

to reiterate that they have .not formally voted en my 
.. 

recornrnendation·s, the 'Comn:d.tt·ee 's members have indicated 

a willi::1gness to ccnsicter them. In reality, the following 

recomrr,endatio.ns .do not contradict those of the Com.11.ittee 

but in fact are only an •extension of the Comrni ttee 1 s work. 

My proposals are a,.,·1 attempt to make whole the syst,em 

of automobile insurance in New Jersey. This can be 

and with a fair profit for the insurance industry. To 

i!11plemet1t these obj 1ective:s I am s:ponsoring legislation to 

raobile inS'l.lrance; (b) reform the p_resent residual marke.t; 

Cc) reform the present rating system; (~) eliminate the 

inequities of the present premium surcharge system; and 

{e) contain the_ cost of all components: of the automobile 

insurance package. A discussion of.each proposal follows. 

AFFORDABILITY . ' 
..t. - ·-· ·- -.J!. 

·The ·state. mandates :that every owner or registered 

owner of a motor vehicle registered or principally garaged 

I 
••.. I 
••. I 

·, 
I 



in. this ,sta::i:1.e tnu's't me±n:tain motor vehicle liability in_-

.Add:iri·nna)lly, private pa$Senger automobile. 

injury ;p:r.(D''J:•e;ctiP.n 'lDe:nef'lir:s ,., J20,:irutc:m,Iy known as m:, ... fault benefits . 

. :8ecJause 4::he '~rta':'1:;~ ,m:aJ"lcdia:t{e;s ,ssueh c.r:werages, it has the :r-esponsi-

Pn~:r ':tlne '[l::prio:- ifL,'P;P-~~ttal1' sys tern of rate making 

·atili:z~d · iti liieiw _,;:J,e11st~y,, bllis~re~s ar·e requir~d to fil;e 

.:p~tll~,set:i crvat,es ~wli:tlil t;he. ;D~~~ment of Ins\.l.;rance for the 

i:S cihttl';$ed ..... statU'~lr.il.;1 -- :with dei:ermi:ning that a,-u1:omobile 

in$u:!fl'~~ · ~1:e<S ~e nac·tt: •l'l~easonably 'high, inade-qua:t·e, 

·t-atin,g isyst:emia is the."!= eaehmotorist should pay a premiwn 
· ... :· .-. 

that --re.fleets bis potential. of being in an accident or of 

suffer~ less to his car from theft, va.n~alisrn, fire; 

... '·ttoi-Dis,: aJ1t1r·:~the;:·'~a~1le~~- .. Basical:;Y, ~hree _'me:thods "ar~ ·. 

used to.achi.eve this: (l.) the state is divided into a 

mmber c:f geogr~pbical :·areas ~alle·d. rat-ing territories, 

~a~h::"oi.; ~ch: is .. -~-~-t~e~·.:-.~~~--.J)Wri_ ~-;~1:·: ;;f. bas'e . r~tes ·;· . .---.-

·,u j "drivers .. -are.· aittided : irito. ·vari;us clc1-~s-ifica-t.iOIJ.S' such as· 

·• · aie ~ ··s~·i-; ~~r:i1::a1-:sia~~~\, -a~d-{,c~~patio~ / --~nd (3) · 1:iie · rat·es 

for cove;ages;· ~hat pr<:>tect the- vehicle its elf ( collision . 

. , . .: . 
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and com:orehe:ns.ive oove<bage) are based· part!allY on the 
' ,. 

'v,allie:· ,an,d ,ag,e ,o,f ta:te ¢,ar •. [Of CQurse, a_.motorist's premium 

iis ,ei..lso af.f,ect,ed by_the coverage limits he s-elects and the 

<teductibl;e;s hi¢ chooses. · But this is an individual's· choice. ] 

·wnilie .}l:;),ilS,!'ag r.at,es f~r ¢Ollision and comprehensiv,e 

· cove.~a,ges ion th'~ value a.mi ag~ of an automobile is justifieab:le, 

l ct.U:elS·ti.,on ~h,e :r.elationship of territorial :rating areas 

,and d.riv,er ·elaissifications to what is the .Potential of a 

~ott:)·rist be,i.~,g -.t:ni ,an llQCident 01' o:t ·suffering lc>sS to his 

eat-. ~asing 11nt•imd.11.1~$ on such methods has not becen justified 

cy acee,!Ld~int :s"t:1a:ti:stic$ ~ · Throughout the Ad H(;:)c Committee' t 

oelib~rati,airuS ! ch,al_l·e:nged representatives ,of the various 

· ,compani,e·;s to jiu.!St:i.fy tbe,i,,r m-et.ho-4s of -d.~terrrd.ning rat~s'" 

:it -am ist.i.l;l awai1:ing thei.r replJ . .,es. 

'• . 
. ·· sol:u·tion~;". The lc,mg--term solutio.n is to study territorial 

·, · 
de.f 'ini tiom;; • 

. 
,_ .. The COJDmittee' s recommendation for, a ·shor1:•1:erm ·. . · .. ~< _.:. .. t .. _ . _~;..,· .... -~ ... ·- " -- ?:,; ... ~.. . ·- .·. . . • ·- . . . 

solution is .two-fold:, Cl) .the automobile insurance rate 
.... . . " - ... ~ ~ ' ... : .. . : . . . : . . . ' ' ... · ·_..: : . 

. charged to an insured ·by a company shall-not exceed two-
.--. '"'• • •, ........ ••,h, - • • • ,.. • - 0 

and on~~hal.f ~:unes .tha:t comP,~ny's.stat.ewide average rate 
.., .. .!" • • • '. • • 

,._ .. - --·~ -::-;-:·· .:::."'.':"._ · .. .-:: .. _ ~~-:..: .. :· -: .... ~---. : .~• .. _•··, :· 

fop an_ i~~u~e~· w~th. ,t~t?.:•,~al;l~ · 1:i~k class·ification 

. c.har.acteristics ·an;ci ·cQverage within:·the. same territory, 
. .. : . - - ·,. .. . : . .,. . . ' : ... . . . .: . . ~. . .. ' . . ·, . . 

· exclusive of ".driving ·rec~rd ·surcharges' ·and. dis.co~nts; and 
.... . . ... _:.._ - . .. .. . . . . 

·.•·• .. 

•.·. ·,.·· 



(2 ') the automobile ins;urance _ rate cnarg':d by a company for 

ca:ny territory ·shal.l -n.ot ,eixcee.d one-and-one half times t.ha·t . 
:compi3.ny';s state-wide teT''ritorial avera&;-= rate for im i1,i~ur,f>,.i 

·r.or ,ex,a:mple, w:hen the Ad Ho-c Cornmi ttee' s capping pro'.P;0EHs.J. 

i::s 1a;p;p:ti;ed to In.su~;a~~e ;s,e~ic~ Offioe (ISO) busine$s, wni,c.h 

~~ilica:t.ions) will. be affected. To put it another way, 

"a11:]_ mr~a.rk drivers and a majority of. drivers under twenty .. 

. 7'~ cf age throughout. the. state will hav~ their rates 

~~-· .. ·-:~iii ~:~6~~$- to~ th~~~r _pe:r-cent. ( 3 %) O;t". approximately 

l.b ;,MG,. -- of the _state' s -drivers . : At ~.,_~e same time, however, 

~~~eve~ p~~ce,~t::.-.(,9:7~-) .. of. the. s~at~-, s drivers will incur 
. . .... . -~ . . : .. . .. . . . . . -~ ·- - . ' . . 

~-: Dcr~e; ·t-~ ·offset ··this.- ·rate- reduction. 

R:eiyi:~g' on the' c"~~pi~~ ~f. ~~t_e·s· alon~' ·even if. ;ore 

_dPjJ~r~:·; ·:~~t_e~-.:-~:~~~- capp;d· than .. a.s pr~~~sed by the Committee' 

~$ lna,de:q~~t~ i:. However.,. ~ntii ~he· existing methods of 



determining ra~es is replaced by a more equitable pricing 

sys.tern, the spread between present ra-+:es must be reduced. 

Qne viay to d¢ this and .cc i T ~c;:.ui tably :~s to level the 

expense porti<)n of rat.e$ .which .. is i:rr11;:r:,perly ch2.rged, ,in 

aqc.iti911 tq cap;,.;ir1g. The result of the levelling of ·expenses, 

specifically company expenses a.nd taxes, licenses, and fees, 

receiving; rate reductions, and only sixty•-one n,::'tcent (61%) 

incurring rate increases. Furthermore, their :::.~ate increase.s 

are less than those incurred by the ninetr--seve~ ,ercent 

.(97%) of th~ state.s's drivers who incur an i:::icr~ase under 

time, the expense portion of rates, which is e:q::-essed in 

percentages, increa•s•es in proportion to wha:t ,~:::r:::;;anies 

p2.sse:1ger autorn,obiles f.or th,e current year, 

i'.OtnPany Expenses 

(Administration and 
Othe.r Acq\l.i_sitions)- '· 

Taxes 

(Stat:~ pz,emium tax;_ 

,Miscellaneous·Taxes, 
. ·licenses and ·fees; · ·· 

. Unsatisfied Claim .. an·d 
· Judgment ;Fu1:id; · :-' · 

Expen.ses ,·9£ investi~ating and 
defending UCJF claims) ·· 

:-£2rnmiss:iori ·: _. ... ,_ · · ·· , .. · 

Liabilitv 

12.5% 

3.3% 

• 06% 

.27% 

12.5% 

3. 0% 

2.0% 

1.0% 

0 . 

0 

15% .. , 



Based. on this method of deter-nining the expense portion 

cf rates, different rates have different expense ch3.rges. 

The fo11owin_g chart shows the different expense charges 

for similar classification o"f dri'lers with the scatn.e coverage 

but with different 'r''6.tes .be.cause oi t~rritorial d=,.:Efez,ences: 

..,,_-,_ ' 

.. 



H ..,.. 
.. 

Total .l)r~ium. . I 
**Comp~y Exp~nees 
Corranis,7iori · 
Taxes, .. Licens'es, 
Fees 

Subtotal of _Expenses 

,. ;' 

C.taH l 

$744.00 

$ ~3.00 
$111,60 
$ ~3.40 

$228.00 

Nt.W .J!!£1fJ:Y f!f<lV.a't€L£fil?SElJGER C<J~iPOSI?;'.JON OF' RA'I'E":_ 
(ISO 11udg1.~lctty Allom.1fit::(~.\l ff,r each itent for current year) 

£!!iJ..::'1' :l 

$327.00 
.$ 40.80 

$ 49.HJ 
$ 10,)() 

$100.20 

$2'J1,00 

$ i@.~g 
$ 35.li) 

$ ·1 .'10 

$ 71.70 

$1795.00 
$ 224,30 
$ 269,30 
$ 56,4d 

$1ao.ao 
$ 97,50 
$IH.oo 
$ 24,60 

$557.00 
$ M.60 
$ 83.60 
$ 17.66 

$170.80 

* Coverage: BI, PD, PIP, UM, $100 Coniprehensi ve deductible, $200 Collision deductible foli a 2 year c·ld Chevy Nova • 
** General administration and selling exp~1Lsr.::1 other th,ir, commi$Sicns • 

Class l: Single inalc, age 18, princip;;.l CJfi•.,rator, <h:iv,,,, to work. 
class 3: Male, aga 40, drives to work ( k:l<J). 
Senior Citizen: ~ge 67, pleasure use. 

NOTE: Excludes profit and claims and clain.::; e)cpenscs. 



. . ' .,,. . ~:· 
. __ -. t-.-·--~:· 

. ··,_':, ... \:-~ 
--· 

_:·._;_::: 

. {'.the :i:rre·sent sys·t~!Il ·:o'.f haiving expense dollars vary 
' •,:_t • •,> • ,... M ~ • '• _;_ • ' '.' ;•. •• • • •• • S 

fare,qnii?:t'c;tb;l~e ,a;n'fl ·withe.rt -:e:ost jU$tification.. Bq,sed on 1::he 

f·ictgur.e_-s ;~n ~"le ,a:,t,,o~~ •;ct4:~r::t:" it costs a company· $.9 3 to 

wri;;t;e 1a l')ei;S:G.:J ha '!.'-~e1ntt:~n -:S•u:brtr\;lan f O;r> a ,e;lass l driver; 

an:a ;!1r2.;ia:~,.;S:a _ ;t;i, ~i~:e .,,:.tihe .$.a.m,e ,pol:i.4Y for the 'Same dt'iver 

i~ 'N~~k... - ~~&' ~~P~~s go fo.-r .s.ervices c~mpian.i:es 

pr.ov,:i:tie ,an .isie4l?.v:ie;i.ra,g .aa !P8"l1:CY,, such .as ·p-remiu.m compu.tati-ons,,., 

1~~,oe ,mf p:o'.a:j..ei.tes~, ~-.tl'a.inij, of en<lo.r$e.ments, and various· 
. - -.:.~ .. "; . . 

se~li-o:e:~ -~~~i-i!em --~,o ttth'.(a~i!' 1S,ales fot:>ces. 

~n~ ~e;t5 ~n .iro(e :fi_,:g11res •in the a.~t:>~-1e chat-t,, ·the 
• :-~'."'· "•"'. Moo~ ........ ,;. 0 

,c;~ss~n Jf~ .a p<otii..,-qw .:i'E. Tt>enton Su!:mrban for q.. cla·ss l _ 

•dri~ -is -h!:U.-6:!B:o an,©, -fc.~· the:- sam,e p,ollcy in N-ewa.rk for the 
. . ' . . : . . 

s• ~:ii.\i'i'eF i.tt: is $?$i .. i:m .. : , :C•i.ssions go for servi¢es 

a~b ~,rb,nfaf.e:!> ~tt $el't~rni t~ servicing a .Poli;::,,~ . . 

clus ll. ~~r) .... ____ Yet _·it:JD.e cost of these services is 
.. · __ ,. 

- dis~ llW)1t cm the l)a.sis of --actual costs but on the 

basis m>f" 1tllle l.OS$ p'l'Orision in the r~tes ·-"." as a 

· ~~•>:··s~~-<~h~-::ap~v~~::-:.of. rat~s--.i~~lu9es :-j~~t~-
companies are. 

"' .. ·: ... ··· .. ', ::~- ... ~- _: ~ ,_._·· _·- . ~·••. ·--~- :-.-·• .... -_ ... '·_·-·_ :·· '·:~~~- , ... . . . -.. ··.· . -; 

e&ti1t].edl. -1:to11 .,11t JLS c1eer that . a ·company that charges only 

=~:.the~~·z:l::::t:t:r~:0 ::~;::~~i::·.i::. , .... ,, .. 
. . . . ·. . 

·• .. ; .. 

a1s·,y ·nx{tt ---i~·ope;•1J·:ce>lhpen·~:at~~-:i~:;b'~~-- _th~t:/ the .ij~~. companr,. ::~··' 

requiring_--

. .......... _. 



$224. 30 in company_ exp:ens,es and $269. 30 in cornmiss ions, 

re:s;J-ectively. 
_, .. 

F\1rthermp!"e, it is y,et t¢:> be proven that the cost of labor, 

:r:erctal costs~ dind othe:r ~:xp~'n$es of a company :or a:gerrt are 

g~e:ater in ,o::H~ territot':Y fe .. g ... ;· N~w~rk) thp.n in at.tether 

l~ . g. -~ 'Tr,ento.n S:u:bu:-l';>~n;L 

r.e:te is 3. 3. p~rcent ,of ,a )"r.emium collected by a c,~;i?-any., 

. :S:aeb a 'tax is i:neq·uita:ll>1<e ;in th-e manner in w'hi-eh it is 

·1a du-ze~1:_propor·tion ttJ.'thie -~t>ility of ~n insu:red to.p~y"' 

It thus has all the all)pea't'anc-e of-a hidden sales·tax. 

fuftheJCl'ltlOf'e., -a$ a ,el:'CGta'ta.ge t.ax, it fall-S heaviest Q.n 

mr:ttiOtiists whose rates ~· in~qui tal:;>ly high b-ecau'Se of 

. Because •Of the_ .above in,,equi ties in 'the present method 

of calculating company expe"nses, corrunissicns, and taxes it is 

be ntore fairly_~istribu.'ted .. Accordingly, I :-ec'.:>mmend, in 

addtt.ion· to the Ad koc CCl1im!Uttee• s. eappini recom.~endation,: 

that fl) ninety percent: (90%) of general and ether 

~ . acqti.isitiori. exp~ris~· $h~uicf be· flattened on ·a statewide 

basis· ' ' , and (2 ): taxes,.· licenses, and fees should be flattened 
' ' ' 

··-. on a statewide basis.': Commissions present a more difficult 

~robl~·:··· -Wher~as. _compani;s -write b~si,ness· across territories,. 
"!..·~ p - •· • • ... 7 • ~ - • • ~ • - • : ' -

. ·ag:erfts··,a;,e ··m6re· lo.dalize'd~. ·Therefore,. r ~e~ommend that 

repres~nt~tiJ~·~, bf ',t·h~--L_eg-islature' 'the State De,partment of 
·- - . 

· · Ins~~~~~e .. ;' ~nd ~he .;,a~ious agen~s ~ ~ associations join in an 

:- ~f~6r1:-1:ci:·:di;elop "·,a·-· -~eJ. schedule: bf·. co~fssions ·.before · 

., . 



January, 1980. '. 

Ad<'.li tionalll', I recommer:.d the fellowing adjustment for 

senior citizer.s; 
. ,,,,, 

th'e.±r 'r.at.es will be capped a:t 1. 25 times 

the statewide average ,ra'.te fer that class. Thus, every senior 

citizen in New Jersey ·will rec,e i1~ a rate reduction or his 

rates will remain the '.S'eme ,exclusive of su:,"'charges. WhiLe 

::he cost of capp.ing ,s~e!l.li:,o,r ;citi:zen.s will be distributed to 

all other motcri.s·ts, iit will be •rsrnall'' when consider-ed on 

a per car basis. It: ;~'ho'l;lld be m,ted that while· the senior 

citizen driver cla.ss 'is ,p;e.Iined at 67 years of age and over,, 

., "r', -~~,"': ..... ~ 
-~.i..:.\- .......... - fo-::-- a 

of automobile in.surainisceA 

.The following exhibit is a comparison, for six 

classes, and in all went'.,1-.seven territories of present 

. ISO .. New J~rsey rates, ~ate~ proposed by _the. Ad Hoc Committee­

by capping, and_rates resul.ting from t}?.e flattening of 
., 

company ·expenses ninety perce'nt (90%) and the flattening 

of taxes, -licenses, and .fees,. in addition to capping. It 

Shou-ld be·.· noted 'that the-' Ad -H~c . Committee; s proposed ra.tes 

,include ·the - cost of ~eal-locating res idu~l market rates 

throughout the voluntary market rate, in all classifications 

.· _· .. -



and territories. This re-sul ts from the recommendation 

of the Ad Hoc Committee to establish a- voluntary mar>ket rate · 

for the pr.o!;)ose·d, j,oint underwr,i ting. assoc:i.atio.n. While I 

suptrort_ tnia proposal, I am opposed _to spreading the cost ,of 

rerating residual market rtsks at ISO rates to all drivers .. 

. -... 
. ,,.··;." \ 

-- ~ ·~-.. : ~: ... '. . ~- : -
-- ..... 

. · .. · 

.... ' :. .. 

_ _.,. 

·'' ·-
__ .:.·_ .. _:.: 

: -.• 

. .. • ... 



,i,J~);, ,J;f,,, '·~·\'~!iii!!!... ... _~--· 
~ ,'' y ' ' ,01ot1111 UIWI 111_,t,!11.l!'!l ... !!I.. . , . ' 

.;.~Kr- • 't:f!'i'~,, ;~~~;:~:r:::~;:•;t: .... _;~,;r'.;,,::~;*~•i;;;:~;~~~t\ ., ,:if, 
.cs; ,w.lf.'2'11!'1: -·i.,w; tJi.s e - . -. - . '" !J.,U liMitit!if{: 

•'J' 

1 

........... 

.. ' '' ' 

•;' .. Territory 

N~war'k . 
Jersey city 
pamd~n 

Orange . . .. 
Atlantic city'.", · 
Camd~n County ·. · 

Present 
1..s,o. 

$1795 
1319 
1283 

Ul3 
'.lJ.06 
, 1032 

$1266 
1192 
1180 

1132 
1033 

963 .· 

,-.'·le::+.....,,_ .. _ 

Adubato 
U~QOS~l! 
$1058 

lOOl. 
91$. 

!J53 
815 
$21 

=x, ·•>•"c•v··--···~S-¾RES .... 2 ===>·=---..,~--
Ad fkic 

Pr.::m~rtt Committee Adubato 
J,~_t.\'.l,1,,.. t•r§'?e~saJ..., Pr\1pl.;s41-a 

$921 
6?9 
666 

633 
511 
$j~ 

S~d 
ffl 
619 

Ml ·~ 5dS 

$64€ 
6()9 
597 

587 
5 .. 11 
510 

_...__,.__......,.--+--A-=~l~~=-~--3-· ..,_ _ _.__._ __ 

Ptasent 
t ... s.p'.._ 

$780 
569 
560 

53.j 
487 
455 

committeCi 
Ptoposi'!L 

$621: 
582 
572 

S-6 
51 
41 

Adubato 
ProQQ~al~ 

$551 . 
520 
513 

505 
466 
440 

New~rk Sern!~$~burban-$90 us 
tu 
Mlll 

190 
'/fir) . .· 

112 
~4 

IH 
IH 

481 
4o& 
174 

431 
421 
414 

d4 
445 
6H 

420 
414 
406 

· Bayonne . . 916 , 
~~d~n Subu:rb4n 9pQ ?itt ~-

411 
~~~ ,,o 

Ill 
,·, 

l!erth Amboy 
. HlldSQn 

E.:Ui41Jet;h 

I Sout:ll Bergen 
· . P'aterson 

H ~outh west m 
1 • Newark Suburban 

· Long Branch 
Monmouth 

South 
North Bergen 
Esse_x 

Trenton 
North West 
New Brunswick · 

• North Central 
· Pldnfiold 
T~enton Suburban 

·: 914 
· 9~4 

•' 9~4 

.. 919 
· .. 918 

.• 863 

896 
883 
879 

-.842. 
866 
852 

859 
· 797 

793 

. 767 
7fl0 
7.14 

NOTEl 

lllH 
@!U. 
au 

.. 850''' 
., 856 . 

805 

836 
824 
820, 

786 
. 809 
,,· 795, 

·802· 
744 
140,. 

716, 
72-0 
6'.)1 

?4,1, 
?U 
141 

730 n, 
696 

721 
711 
708. · 

681 
699 
688 

693 
648 
645 

626 
(;35 
CU:> 

41l 
411 
455 

464 
459 
458 

445 
•150 
4,16 

446 
421 
413 

40] 

J} 
) 

,' ~·. 

t!<,HJ 
!LU 
503 

4\>8 
496 
479 

488 
484 
483 

469 
414 
470 

469 
•143. 
435 

425 
LL'.! 

40H 

462 
it69 
459 

-~56 
453 
44<J 

448 
443 
442 

4.32 
416 
433 

433 
412 
4.05 

3')'6 
j,'){, 

:~t~-} 

Clacs.11 la Singlo male •".l'' 16, pr-incipa.l ot,()lrat6r, drives to work. 
class 21 Single male age 22, not p1:lncipal operator, pleasure us;). 
Class , 3: Male age 40, dt'i ves to \-101·k: (long)• 

40? 
4U 
40(} 

3'i1 
39!,i 
:mir 
3SIO 
.Js1 
)85 

311 
370 
;3'76 

376 
)58 
348 

340 
H7 
3?.l 

ti~ 
433 
i~t 

•1~ 
'" ~8 

4~ 
400 
406 

n1 
3~ 
395 

~5 
377 
367 

3~0 
.. ,._. f'. 
,.;;) :.) ~.t 

.J44 

Rates are for the coverages ... $15/-'30/5, r>lP ah~l UM, $100 Comprehensive ahd $20() collision for a two 
year old Chevrolet Nova. 

.il()O 
4o3 
394 

392 
j9(j 
381 

366 
303 
301 

375 
3"/6 
375 

375 
359 
351 

345 
343 
:ns 

*Rates reflect lovell.ng of 90% r.>t the <3,mrn·d.l ,md other acqu.i,Hlion expentles and 100% of taxes, licenses 
and fees included in tho Ad n.·,r.: ~ornmil t;;,,.·; pt:·t1pt.W.J4 

y;)t~J 
~--·,:C{;,, 



_,,. '-q 

·'-": -:-•·,·,P·1:t' 1~'-"~ ":"~d!Wfti~:ift:~~,-ii:'{-c.·1,.~~,,;;r,.,.-c._,~ 

:rard!;g_ry 

· Nc~.r,11rk 

: PJ!111Hmt COtll{ft.f.Ullii At:iUbat;:~ 
~!1·1:'.cg__ .C~WAl.,.. .ID:1.11l£WQJ-; 

Jo;scy c.tty .'.·' 
Ca.mdcn ·• 

or.inge . 
. Atlantic city 
·camdcn Collnty 

... , 

$56%. 
423, 
419 

. 400. 
Hli 

·. J43 

Newark sw .. suburl::>M :tit 
nayqnn~.. . 31§ 
canid,en Sl,ll::lurban · . ' , JQ8 

. . ' •' ,,· 

•$4615 
,1:,3 

' 428 

421 
. 38S · 
3&0 ·• 

:ua ua, 
.'Ja4' 

1429 
403 
401 

394 
:)6& 
347 

321 
324 

, U:D 

.U.~--:~ --· .... 'a.,'.'.,.~~.,;;.Jt 

f>i;"tl';~tii)t Cbli\mlttd'e Js.c'lubil.tr:> 
,t.1,~1, t!."''.,1,.,,. fl:gJ31/l,i.1 ,, ,;fi tiQiq~~~: ~•, 

3fl1 
J-~·:l . 
J'ri/ 

',;H}fJ 
iHH 
~ii-~ 

$4,1.4 
4.l.4 
411 

· 403 
.31.1 
34$ 

a-z4 
I Ji."1 
ltl 

$'.-152 
3fil2 
:rn2 

152 
ll9 

. 325 

30,1 
iH>~ 
!~•1 

i:'rc:.cnt. 
• 1,$.,Q.:..... 

$4513 
331 
330 

· 317 
291 
271 

254 
248 
Mi 

$366 
329 
338 

.3.J4 
306 
266 

268 
262 
254 

Ji.dubato 
Propasfl.! 

$3$.l. 
.no 
320 

.326 
304 
289. 

273 
268 
263 

·:•Perth Amboy ', . 306 
'- ·,· Hudson · · 304 
1 ·• El~zc)both . i 29!) 

3U"' 
320 
315 

316 
31G 
.311 

j_tg 
MG 
301 

~!34 
29t 
286 

2.14 
217 
,2j5, 

257 
250 
249 

265 
2513 
258 

. Sout\l Bergen .·· · 
fatcrtion 

·south west 
. ' 

I Newark Suburban. 
p Long Bri)nch 
-J Monmouth· 

I. :south 
North Dargcn·: 
E.osex 

IJ'rcmton 
North West . 
Now Brunswick.. 

North Central 
Plainfield 
Trenton Suburbzi.ri ·· 

: 295 :_ .. 311 
293, 309 ,. 

. 292 · 308: 

·291. 306 ., 
290 306·,,. 
289': 304, · 

· 286 301 . 
283 2913 

· 283 298 • .. '' 

"'.281 296 
272 , ,,,. 287 

,· 261 275 

.257 270 

.251 '26S 
21!5 . 258 

308 
306 
305 

305 
303 
302 

300 
297 
297 

29G 
. 289 

280 

276 · 
271 
26G 

U12 
ifH 
;2,,Bl 

219 
278 
276 

275 
2H 
2n. 
2·;,o 
2:52 
250 

241 
240 

291 
296 

.296 . 

294 
:Z93 
290 

289 
286 
206 

284 
276 
263 

260 
252 
247 

282 
281. 
tat 
279. 
27$ 
2'16 

2.15 
.27.l 
2·t2 

270 
252 
250 

247 
240 
134 

NO'l'l::& clac.e it, 
Clrurn 5 t 
ClUlllJ 61 

JM.n:·l.ct'I. f:<'mt1,~ ,,:,r, ,;, , .. :14.{p.J 1 ,,r,,1r,1tol'., plcafmtto ur;:},. 
J .:n.~_i:.,1"' Ci.t· . .l:/.c•,) , _;.: 4'..-' 1 _. ,! .. ~·~· \.\!_dilJi 

lt<:·•it:.,l.u '-'vc1 J.S, t1,i.l~' t>f;~~t;fL:)·"(, .fai:u, u·,ic, 

231 
230 
2.34 

,230 
230 
229 

230 
224 
226 

221 
219 
2G'/ 

205 
198 
l'J.5 

244 
:242 
246 

243 
242 
241 

242 
238 
238 

235 
231 
2'18 

2l7 
209 
iOu 

Rateo are for coverages - $1.5/30/5, l)l'.11 ,:1.1,d 'Um. $.lOO Compl:'ehonnive and $200 Coll.iaion for a twd · 
year old Chevrolet Nova. 

?.&4 
253 
257 

253 
254 
253 

254 
248 

.250 

248 
244 
~34 

234 
227 
225 

*Rates reflect lcvoling of 90% cif. the gcti.u.·t,l ,md other acqui:d.tion exp011ses a'nd 100% of: ti!Xa&, liccnaes 
and feoa included in tho Ad Hoc Coli~1iiU:.cw • 

u Rates for aonior citlt.cn cl ,\:'inM r:ri.Ctt;,;:d; ,1.1r,p.tr11J At 1. as t,t.1110& thG ot.:itowldo average ::·ato for thilt 
ch.as (distributed t.hrou9hc,ut: 111,Jt·kot, nnl;, ,:ltttit w/in alaa~ 5). 



. ; -. 
:--;·--:..,• 

U.nt11 
.• . 
in 

'tbe w~J.;~!l;l'ilt:ca.l"Y·:mai..~~e't,, Ji!:(~ ii,Tif;..'q.ib:eve:r're.$:$'0I"\S' mu:st :be -co,rered 

smn'.ew:11':e~. ·T,p) a,eal '.w.is±lh t'hle problem. of the motorist: who is . 

no;; L~s-W;:>al>l-e '.in t:h;e 'U.tDll.-..'1ilt:.:ary ~a,rket, various art if Lei-ally 
' . . . 

cnta1:e,:d :.m-edaairisms ill.awe ln:eemt e~~a 1:ed • 

. l:m. 1Me-;w .:~e;v" t'ixe ~'tiO :tns,,.iwanee Pl$n t.~1Pt, foi'"'tt'i.e.irl,Y 

' bt11N.n a;s. '~h-.e As:sig,r,ved. lF .. i$k Pla.n,, is· one such mechanism .. 

·r~e b mo dt,ubti,. k~•ve.; 1:ha.t: th-e A!P has o·utliv:ed its 

ffllgi~ag-~,ffl r.at:es .for i:l!Jl'iiu,y oif its insureds. !rt fa-ct, however., 

a r.ef\Or.'./Ee~ MP .might: ~- bet'ter than a Reinsura .. nce Facility 

·:the An» i.ff. it: w~ modified so that a limited nu..-nber of 

c~i•·_servi~ its ·busi:nes.s, and the L-agislature was 

givemi. .oversight au:thori'ty to determine if '1;he servicing 

::,/~~~~-:~l~c:"t~~<w;~./.~~~iifie.-d'.~#d .suffi~;e~:t to service -

the .MP, . aimd ·to approve :the f~es . charged by such carriers for - .,-. . . " ;. __ " . . . . " - ... :,.-: . ...,_ ·\,:i: --servicing.,the -AIP •. -- -·: . . . . -~ · 

;_. _,,.~_•_---.~_--._·.~.r-~_c.:_•••.· --~-- .. <·:~1h~.--:~ ~?'- ;~~~~~fi~s-.·~:o~_:·~~placi~g _ the AIP, a _.,_· .• .. 

"H,. Rehisurauce·Facility- and·a Jo:i:rtt-.Underwritin-g As~·ociation. 

-·. ·:+~i- ,··: -Whilre· 1·--~gre~ ·thit: .. a'·iei~~su;~n-c:~ Facili t·y \.;ill acconipii.sh 
:.:·.~\ ·:i: . -· . -.~ -~ ... ·'. - ":- -:- ~ . ·,. ,. ·. . . ' . 
__ ,-J, . many desirable. objectives, .it also creates its own problem. 

:;:s:'.ir . . ),>. . . ,, ~\;. / '\ ' ' . ..,.·. 

.:--····. 



It wouJ..d. _be ju.st .as it1effic.ient as .the 'p~esent '·A_IP if it· 
. . ,. _._: {" ·-.:~~ ,\ ·i~ ·, - . •.. . . 

~e1'ied on: tfre appro.~imat-.ely 400 · 1ice~sed carri~rs in the· 

. st:ate; to service it, at a· great and duplicative cost. · · Every 

carrise.r would. h_a ve its own staf.f of . underwriters , claims 

examiriers, etc.:;, un;der ,a Reinsµrance Facility. For these 

rea,ij.Gfi$, af:i.-d. t'ha ·?O,siti\te fea,tures about a Joint Und:er­

writin~ A:ssociation wn,li~h the Ac:l Hoc Committee t-ecogni:zed 

and w:hiqh ·· ~:r:e . di.s<:u:$$-e~ · in• the full committee report whieh 

foll1ows my ·sti:ite.metat " t ,~ot1l.d. support the Conunittee" s 

· reco·mm,end;;i·ti.-on (Of a Full l.ns-ura;nce Underwritin_g ,~ssoelation · 

as biGling 1?robably the ~:st practical 'and efficient residual 

market deli.vet-iv mecha.ni,sm for au'tomobile insurance in New 

(1) Associatio:i policies are tc be issue·d and serviced 

. Association. There is .. no,' way of . :telling in the Com.mitte,e l $ 

be, and how many there will be. . 
- . . • ~ . - ........... '(. · .• - Z:" ..,. -. ' :~ -~' ~ :· . _:. .• : ·• . 

' ;· " (2 ,-:· - ""Servicing carriers" are to be reimbu~sed by the .. 

F~ll I.nsurance Jind~rwr:itirig _Association<for expe~ses in·· 
' .- . - . . .. . .. -

• 4,.} :-......... :~:-- .• ~ ... ~. ... . • • • 

connecti-;;n ,.with ;·issuing anci s.erv~cing assc,ciation policies • 
. · ::,·• .. ,:••~•. ;~ - •,.,.>:.•~:••:• .:~.•·:•;· .:.. •·• •:.•. •_ • ~-:• •~•.: .:•·•• • .,.: •,. • '":: •,_ ·• •• •• .. • . ,:·. .... ,-,·:•, ••. ,r_ --~' • ... 

Th~ matter· of:. servicing ·:fees :cannot be·· ·~eft open::..ended. -

-·. Ther~ is ~~-- i~ai~~tl:;ri·· of·- ho~ .. ~~;~' the :.ser:icing ;::·:c will be 

.. < arif,.~h~~ ,-.:~i{{~i~~i;·~ \~·\liii~ ::d~:~t: ~h.~ ~~t~r{sts of N~w. 
-~ •·"'~ •. • • ~ •,;_: .r-•·_. •.• ~- • .--·~ '.;.·,;: - ~: •:-~ ',·-:. ~-··.;;._~ ·-:·. ,!.- - ,,.·. : . • . ' •. ,_ 

J~r-sey. .. · ,. 



-·:t-._1.~1_._ 
.. 

--~<·1 

For thiE :reas:cm, I recommend that the Legislature 

•must · (,l} approve the m.i:n;imum requirements of the Board -of 

Directors of the "flill Ir.rsur.ance Underwriting A~.so-ciation 

with regca.rd to tbe :se'.1.e:c·t::..0,n and performance of servi,cing 

-carriet>:s; C!) de:t,e:t-:itri:nie if :the numbet' c·f servicing carri:ers 

ap:prcrv-e servi-cilng te·e;S s'.Qiet'Wtrmined by the b•oat"·d to c:omp-ensat-e 

servicing .c;arrl,ers,. Tihe :b,oard would be required to d,eliv-eir 

a;;."1 unjustified excess prc,.fit _.., as is any busi;1.ess in ou:-- free 

a...--ice to make sure t:ha't insurance companies remain solvent • 

Therefore,· the department. has -·the responsibility .to quickly 

and fairly rule on any company_' s request for:- a rate adjustment. 
- ...,.. ' ' 

tor -~these reas~ns ;the .>Ad Hoc - Gommi ttee ado.p-:ed the-

following recommendations, which I 'sup~
0
ort: that 'the insurance 

industry is entifled · to" a -s·ystem. which expedites rate adjust-
. . . . .-: , . - . : . ·.• . . ... - ... _, ... •. ·.· ' . .. : .. .. . . . 

llents, :that· the capability qf· _·_the ·department to process rate 
. . . . . ,. .. 

applic~ti~-~~-. in-- ·a:·· inor~. :1:imely· ... ,~~~er" ··be augmented' that the 

·!'ate r'~vie't-i- 'p~o~:S~---bi_-: ~cc~i~r~ted' arid that cost of living. 

• L ~•. • ••• •• -,.•;_ .. 



Ne·w Jersey by ,ci"eatir.lg ,~ ,cll:mate in New Jersey whie.h allows 

in.$uranae ,e-c'ml!)ia:ttaie:s 1t!~ ,~i;.1:i;¢t;,ly r.ec,eive what: they arc€; entitled 

to and will eri1,coura;g,e :t:1;;;:e:m :to do 'busi,ne.ss in the st,ate,, lt 

a solvent: '?'f:'iw,a;t,e ,eirtt:;e:rpri;se. :i:n Mew Jersey when one ;t"eali.zes 

· that it emp:3:ti>W5 . 'tb~\i.11,:s:~ !O'.f •out'· 'ta)ii!payer's , pays·· taxes·· in 
.. : "\ 

· 1:he stateD a:ntt i:S •ettil~etil i~ numerous progr-ams to :r,~vitaliz·e 

,, . 
The Ctmt.mittee:.t.s ~~"'T:lend,~tions also r,apr,essent a 

.re4liz;atioin llily tllae -~U1:1•~il:,ei insurgence iridus t~y tha't the 

s-eat-e w'tll ,ccn~~ue te exercise it·s re,gulatc:ry authority 

c,f this st:at:e ,an;!]_ sbciuilQ not: :be adopted. 

Another area of _the automobile insurance syst_em which 

eonta,ins,buil:t .m:.inequi:ties ·ts .the ·pres~n:t: ·surcharge system·· 
.. • ~ ·, • • - ' ... •• : , • .,, .... ·: ... '-~- : •••• • -. ... -- -~ •••• ... •• .. • • .. : > •• ' 

of merit rating, in which. drivers -· are s~rcharged dif' f erently 
- , .. . 

. , ...... - . .. ., . _ .. ,... · .... . 
for mo.tor vehic:le ;_v:iolations .and. accidents in both the 

volunt.;i.ry -_,cµld .resJd.ual:: m:arke.~.s r - Whil~· -the Ad Hoc Committee 
. . . . : .- . : . - -. . : , .. "'. •. . - . .. . . ·•. . : :~: . . . . --··.•. . 
·was. correct· .j.n; ·zr~jecting. the. administration's proposal, 

... . .. . ·... .·: .. . . . . 

Ass~mbly.Bill:_llZO:,:- f,or_.,chan-ging',_the· pr,esent, system, because . . . . ... ' ~ . . . . . . . .. . . 

of -time~·c_onsuming ·and.e:xpensi,;~ process~s- ·and tne lack of 

. . · ... - , .. : . 

... ~- 21 -: ·:~,: 
,,:· -·~, ~--~ /: -c'(-~-,>:·' ·. \·:' . 

-

·.;. --~-. ·::_. __ :~·: !.;; ./~--~-: 
-: ·, - ~ . ~ 



cit,ed,, its ,own _r:ecommenaa.tion is -also unsatisfactory. The 
, . 

.Committee propo:S'e:d ,fh'at: ''the 'ISO rated $urcharge system be 

used in <the residual 'JP.:a:I'ket. This recomthBr:c:.ation does not 

. .. ' . 

· two ins1!lll"ance poh.11:s. -

C2) Moii::c,r' vehicle ~-cn-r.rictions. 

a .. > Drivitmg ·:wiie under the influence. of alcohol or 

.d.r11Jlgs; six msllllrance points . 
. , .. . . 

Failing, 1!::o stop and report an accident when in-· 

, ._: volved in: -~n · acciden°t: ;", . six insurance points . 
. . _ ... ~-. .., 

· · ::,.: ·:c. Homicide or assault arising out of the operation 

·: , < .. >,of~ a. motor ,,/ehicle; ·· six' insurance points. 

d. · Op,erating' a ·m:otor vehicle .without a license or 

,-.:: :.·\~egisti;-atio-n·: ·si)(. insurance ·points. 



e,. .P,armitti~g an unlicensed perso:r:r to drive,: 

three insuran.c,e points. 

;g.. Obtaining a li.cerrs.e. t>r riegistt'ation throu.gh 

d~;t:~pti~n Xl'I ,cmy- 'kim:i:: six points. 

·:n,. Driving a. ·;mcot:c:r vehicl~ ln a r·eckl;SS tnanru2r: 

·• t> • '" - • • ff ·• · . • 1 ' ... • · ~- ·. . • J..,. · ·\; •. onvi.:et~:p;m ::tair si-·iov:.ng . 1.ra. ·. 1c vz..o.,..a;.io:n:s .iaurl.ng 

'.a -~ y,ear per:i.,o:d n.l\V•clvfiig six or mor~ l'!lGtOt> 'Vrehiol,e points 

three insuran1ce points. 

j. C.orudicrti~n for movin;Q" traffic viol,ations dux-ing 

-
p:o.ints ~a;s defined i-ra ·the ffe~r Jersey n:1~1:or jtre!1.icl,e 

laws: six ins~rance pcints. 

· h. · Driving while L-npaired by alcohol or- drugs: 

. en· Suspension> revocati<:>n of a. license, or failure to 

· present ·eviden-c-e of insurance coverage. 

a. Failure 'to present evidence -of insurance coverage: 
- n ~• • • • ,,.,;''" ,: •:' ~ j 

. ·:o:·:·six ·su~charg~ ·points.·.: 

··:. b . .. Any _conviction·. :for,. a inov~ng traffic violation which 
·~ . : 

· .. results_ i~ th~: suspensic;n or revocati_on of a license: 

.:<.~-=~?t~~u~· i~i~r~~-~~- p~i~~~-~ .. : ~• .. '.' · . 
• , • -~ • •4 

. Aii · s~r:charg'e'c1·· -in~uran~e points stay with a driver for 

There: are ··two- inequities· in the present surcharge system. 

1 ·'· 

. ' ••• --. 1, .-. ·:" .• . 



Insut>a:nce points a:.."'e l.evied for minor ·1iolations or accidents, 
. . 

. . . 

and surdharges ·are levied h~.phazardly :i.n the voluntary market. 

for example., sora~ comp·an.i'i:S surehar.ge 1.n 'the vo11,1ntary market 

fo.r 0v-ery minc;;r vi,olatio.ns a:nd accidents J 3.:ld others charge 

on1]t for majo:r vio.lation,s or accidents. This ,:~"',eates a si-tua-

tioE in which two driYe''!'.S with the same accident and violation 

reco]r'(d mig'.ht he tre,ate·d v•ery differently in terms of the amount 

of surcharge U .. nsur:anrc·e points) which they are required to pay. 

To r"emedy thes:e i,1Tequities, (1) ·a uniform surcharge system. 

charged with 

((r.:d racing on a 11.lighway; (d) excessive speeding; or (e) any 
. . . . . . 

·swiolations which· ·result· in license suspension or revocation. 

S'Ur0charges · should be uniform as to dollar amoun~s for motorists 

with_ like coverages on a ~tatewide basis witpo4t territorial 

~istinction within a company. 

Additiona.lly, to cover the losses of the residual 

market •brought about- by rerating re.sidua1· market risks· at 
. . 

ISO- r~tes, . ·surcharges· shou.ld' be increased. to . include the. 
' . 

redistribtition of pre:m.1.U:~s r"esulti.ng from rerating the 

residual market. . Thus, instead of a spreading of costs .in 



the vo1L.ntary market to all drivers, good and bad, only 

thcs~ drivers that cause accidents or receive major violations 

will bear the cost cf rerating the ~esidua: mar~et risks 

at ISO rates. 

This, thent will cl'eate a merit ratin:; system 

in its purest serrse ., \Which will be a svste:::1. va.$'tly 

superior in conc~ption. tc tha-c proposed eithr:r by the Q.•Q.'min­

istration or by the ad hoc cclr.m:i ttee. 

The cha:r-ts in Appendix A are a comoar.:.scn of.the Present 

accident/surcharge method, the Ad Hoc Comrr1ittee proposed 

method,, and my propos,al which in,~ludes acdir:.g i:he cost of 

the redistrib1;:tion of l'·erating residual ma.:::'k'=t risks at the 

ISO rate level to surcharges. 

In addition to the above recom;nendetio:-,s , :: shall 

:;:>olice unless physical dama.ge exceeds $ 5 C:. :·:·:e present 

is clear, however, that since that law was p;;.ssed, inflation 

has made that ficure insufficent. c::, . 

25 



COST CONTAINMENT REFORMS 

The co,st of aLl componem:s of the au·tomobile :i,ns:1.,1ran.ce 

_package has risen .a·r-amatically since 19 ~2. Collision atr'l.d 

prtYperty damage ,premiums have escalated most signif:icantly. 

In part, this i:s due to .h.ig:h l,:a'bor costs and the extremely 

Soon-er or later govern.ment .,.,., 

tn:)st libely the fe<:leral gove.rnment will have to at-+:acl< 

the rising cost of cr,:ash :Parts due to avai labili t:y anc! 

market pi-•oblems.. Sta:te governments should be concer:ted 

r-e:st1:iicti,:,ns o:n tcrt: recoveries. That is, a victim of an 
- . . . . . . '• . 

. automobile ac,ciden't car:.n,ot sue. for general damages ( pa.in 

a.~d .s11ffer-ing, etc.} i.f his injury is• confined to soft 

tissues and medical expenses, excluding ho~pi:tal, x-r~y, 

and other diagnostic costs, or the equivalent value thereof 

for the reasonable and. neces s.ary treatment: of the injury, 

ar,e·under $200, or unless.his.injury ·results in death, 

· Permanent disaoility, · permanent significant disfigurement, 

Permanent loss: of a bodily: function or ·10s s of all or part 

· ·. 0f ~ b~d~ member. 

. ,_ .. 



, _N,ew .Jersey·' s :no-fa.ult .law provides substantial first 

party :benefits,, as c.Gl'mp~re-d to other sta;t•es • .Mas:s'.achus,ett,s '' 

1aw p:ro"!li'(l-e·s ·maxim~ J;pen·e:f:$.ts of :$2 ,GOO per person~ .for 

medi·cal ,a:ntl :fV1tt;ie:<rJa.l ·e~;>e?ises, 7 s ·l>e~eent ot 'lest inconi.e, ,a.'ld 

the cost ,o;f is~bitirt.it,u~,e s,irrvic·es., fl.r:;¥rida' .s :r;c ... fault 1aw 

prov$.d:es ;~en1¢.f,its ~i:'ttl a~ ·Pvera11 limit Qf $1.G ~ 1JG<0. ·This · 

in.clude.s llie:ncefits for '.8j;l :p~r~en-t of :med.:ical e:~·:::e.r:.ses" 610 

.percent -C);f i®;ct,1:aie l~'$$ .~ ~,.laoe:~e:nt: ee-r-viVoe$ , ~n·c. · f uxrer.al 

cost$ ,{u., t,,o -tl:,ilJfO;.. While .in Massaea1;1$e1:ts Iafld Flori4a 

a motoriet '!11.cas 1:'° :S1.il.<e t'ftl!J!' tt.."l.paid :nled.i~41 bill:; ,a:7.d wa,ge .lo:eses 

not ·eov•e~~d \Ui.'ll~~r t:b.e · :limited p:aekages -ot· b,e:Bie f :.ta;:, i;n N,ew 

.Jersey a 111,i:tlm re·ceivies unlimited mea.i.cal .an-:: ::esp.ital t>ene­

fi ts, and ~a.ti A,ee:ive 'iwage liOSS .c.ovet'age of \.ff to ta.,s "400, 

personal in:jucy protection benefits -are prim,~::c:·: ex::e:pt · 

. ' 

have. - Secondly~ tbe no-fau·1t- law riequires th.;~t :,enefits 

receivab.le under workers' compensation, tempe~:l=Y dis• 
• :,·, • 'I,,, •• _· • 

-~ilit;··1n~uranc~~ 'andmedi~~re shall be subtt=.::'ted from 

_those· benefits otherwise· payable under the atrto:!obile 
. ' -· . . . . ,. ~, , 

insurance reparation system. . A very large p.a:-,:: of the 
. . : . .· ··. "": . .. ;.. ·.- ;. ~ •,; '... - .. . ; . . ' ~ . ,; .. · .. 

: · ·new Jersey labor force -is e,ligible for workers 1 . compensation -
. ~· : . ~ . :- .~ .. '. :· .. 

and-tempora.ry'disability-benefits,-which are fina:iced 

~~:.:e~;{~y~;-_-CQ?~;i;~t{:o~~. -_:. Me~icare,. of_ course, provides 

-··· . . . . ' 

.. •. 

~.:·: ::; ~-: 



One is to 

t,he :dollcar t-iJ."esxro;:l;ci ibt' ena,etl.n,g a verbal thl"'•esh:olt:L . 

. Mo:t!rn:er is "\ti:D :f\111r.thea:- 1elimfm,a1=:e dupilce.tion Of :i,en,efits 

p,~d J.Ind:er a:.uit,o:m'o.ibi:le i'n,s~,asce ,and othe::" so ... c,a.l-21.ced income 

maintena_:tl;ciYe sSy,s"t,,em:s,,, bse 'itill,ey :public ;or· priv.ately ,,urehased 

. -

:I iS'wl1>.Pt'>rt: t~e- ~Gl''m.<C:e}P:t :pf a str<;>ng ver'.l>a:i.l thr.e.shcld 

;~,s beim!.J ;~ (e!SfSifp/m.tial. --lP~'t- (G,f ltew ,Jer$ey' .s no ... fault system .. 

Arss,e,m:t,lw Bi_1Ll,, l.877:i,, i1p:ons:0~ed by As·s.emblyma."i. Jame,s Bornheimer, 

prG?ides tha'lt !S~g vre~bal thresho.lo. 

As ,a l.;:1,zr,g ... te~ SC'.ll\!llt:i(tJn, ! recoZw-nend a study of the 

.. 

--;-,: ·:' ' ~. ': 
. · .. 

; ··. 



The :F>,eople must iAi~i~tely c1'ec:i<le what r~for.ms they want· 

in. the automobi.le a.nsur,a'n~e :s:vstem, anrl make gov.e~ment 

work fol!' them. D~mocracy can only wo:r-k if the People 

. parti~ipate in their g:oite:r-nment.. The p.rimary ¢on.cern 

of a free soei:ety i:s. t,o k.eiip the P·eople in.formed by 

-slt91.ring ;t~fo:ri~a:ti.on .. · If people ar,e giv,en a'll the nee)essary 

informe:tion, tl'.rey will l>e f.airer than gov,ernment or 

inliust.'rY in m(i!.ki.ng d.eei,$ions .• : At the $,ame time, th,e 

ptiess and. oth.~r public 'ntedia must be accurate in ?'a!Jorting 

'Such officeholders ill sharing information. with tne 

In pl"'eparing .my recommend.a tions f.or r-eforming the a·J.t,o­

mobile. in.suran~e system, I have been assisted by extremely 

cc'rnpetent staff, namely Laurine· Purola and ~et:er Guz.zo. 

· J:t . is: alsc> ne_ ¢~ssary-~ t<t give: ·special· thanks to< Philipp K •. 
. · :.: . : . .. . : ·':· '. "" .. • . ' .....• ' .. ·.' .' - .• . .. . . .- . , . 

S:tern who, in spite. of an illn~ss ,. was in constant coir.muni-
.·.. . ; .. : :·. : ·. ,.•,. ·. ::.··> ... '-· 

·cation .with the Chairman. and stai'f throughout the preparation 

of this·. r.~por~-: · Hl~ assistance:: in .~eaching ce~tain conclusions 
~ . . . ·-. . . . ·• :;. .. ' . - .. ~- - . ":. ~'\_ .· . . . . ·. '. ·,. . . ~ 

~s- imme~s;urab~e ~.·. ,. Mz< .· St•ern served· 1:he· People of• New Jersey 

. unt~l .~eoe11:tly. as :,the Chief AC?tua~y of the Division of· · 

Actuarial ·sepvices,.Property Liability,. in the State Depart-

.~ .. : me.I'!-t_ .,_'?.~. -;r~~:uran?.~ ~- ... ~pwevez:·, · th~ .. rec:;ommendations ·:I· mak~ are 

.,;:, 

. .. " 
- : - .. 

., -~ 
.· .. •. _1_. -: 



-·. 1·~-. .. 

<. 

·"in 
~~ 

tny -,own, guided by the ~Ht;J;rert appraisal . of Mr. Stern and 

:staf:f of what is 'Wf\Ong ·with. 'the autom~biie insurance system 

today in New J-ers-e:y an:e wh-at reforms are needed. 

Pe:ople... C·opie:s ccan tJte ·o~tained by w::-iting my Legislative 

of;fi,c-e: 84-S M-Qun·t 1F>?-,0S:tre,cot .Av~nue, Newark, New Jersey 

(G7J:Oi4); or e,al.lli.a,g '.\t'.h~e foffiee (201) 482-1079. Copies 

·can a.lso '.'be bl)'tai:nce·d lY:1 c:a:lling Peter Guzzo (609) 292-1596, 

,or -L.:a,u:r-.ine Pur.~la (£f1Hn :2:9:2---1646, both of ·whom are with the 

L~gislativre iS-e:t>vic,es ,AJ,en:ey, State House, Trenton (08625) .• 

- .... •• • ~ ~. :-.:~ • - - 'I ., •. • - .. ·: • ' : . : •• 

. ·." .-.. -. 

•;_ ... ' .,: 

·. - · .. 

' .•· . 
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Comparison of.Surcharge Methods 
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,-._t_,, 

I ;-i 

C-o:q:·,e,nt I.,. ,S •. O ., Sy~st~ern . ::,-Mei:-09.ci. :q 

;Sx1r,charges vary :by t:erri tot-y. 
.. ;s;.i;rohar,ges ,do n.ot vary by classification .•. 

,. • St;r,charges ll'lt:::t1Eras,e wi:tn driver ;,0.irrt accumulation .. 

l?ir.st 
Secc;nd 
.'!'hi.rd 
J!ot1:lt'th ;01: nu:u:·,e 

40%" 
·so% 
60% 
70% 

40% 
90% 

l.50% 
220% 

,s.1n.1p,.1e ;reP;;.t~fl;-S'::r:;st~ ~ '.l!.<;l,;Hqc .,C.o~ait:te.~ .P,:rooo~al _ {Metho~ II 

:&,1a~,c.J:aarg,es m 1\'G'.t -vary by te.rritory,. 
:S:n.1!:rah:at"$eS -·~q, no•t y,~ry. ·by ·c.las~s . ., 
,S-;ar~h:ar.ge:$ :inere,ase w"ith d,:iv-er paint 

F:i:t"st 
·-~,.-Se<:_Q.nd .,._,,,.-_ -.. ••--.. -.,.,",__._ 
if'hi.rd 
· .!'Dur-th or ao1t"e 

t'~i.!,\t: __ Cll:a:rs;~ 

. 40% 
.SO% 
.6()% 
'10% 

accU;;."nula tion. 

C\lmJdative· ch,argE 
, . · .. , .. ·••,•· ,. . •. . , J. 

40% 
90%, 

lS'.0% 
220% 

,. SiJJ.r-charg,as do no·t ·,zyrary· by territ.l';)r;t .. • 
.,. Surchta.rges do not vaty by eLa.$·e .. 
.. Suc..~rges inc:-e.ase wit..'l drive'(: p,oi.nt accu..~u.l.ation~ 
• S~charges have :bee.'1. inc~,ea,aed to incluae the r~distr;.ibutior 

o:f premi:u .. 'l'D. resuJ.ting from rerating residual market r~,sks 
11Jsini~ t.he: .rs;o r~ate 1e1i\el to only th.-01se dri·,vers -,#1--~-o ate 
.s::i.::-c:harg-,eci :for accidents or major. violations .. 

Poi:nt 

First 
Second 
'l'bird __ 

·-·.-Fourth· or more . 

-- ·32 

.Point Charge 

62% 
74% 
90% 

107% 

Cwm.ilati ve. , ~l;large 

62% 
136% 
2.26% 
333% 



•. t I 
. -~J I 
:~,-

_(' ::'. ' 

T~rr:itory 

· Newa;rk 

Jersey City 

Camden 

Newark Suburban 

Trenton Suburban 

Meth.oo. 

I 
'Il 

'ltlI 

I ..,.,.,. 
.iti.4,-

.III 

I 
II 

IZ! 

I 
II 

III 

! 
lI 

IT.,. _ ... 

I. 
II 

!!I 

I 
II 

r---r .J.. ... 

..,. 

.J. 

II 
III 

I 
II 

III 
; ., ', 

1 

$198 
98 

152 

$146 
98 

15,2 

$141 
98 

152 

$102 
98 

152 

$l0:,2 
98 

152 

$ 99 
98 

152 

~ .., 83 
~)i3 

l52 

$ 85 
98 

152 

$ 82 
98 

152 

Cost of SDIP Points* 
2 3 i 

$446 $743 $11089 
221 368 539 
333 554 8-16 

$3.29 $549 $ 805 
221 :368 539 
333 5.54 816 

$318 $530 $ 77•7, 
·221 3·68 539 
33.3 554 816 

$230 '$383 $ .561 
221 36'8 il::. ~, .... ·---· ~ r,,,_';,.., 

333 554 815 

$430 $38'.3 $ 561 
221 368 539 
333 354 816 

$222 $371 $ 
221 36.S 
3"'""' _,,,,., 554 

$187 $312 v:: 
V \:.458 

...._,,,..,,, 
~-,.C..-.. 3~68 :539 
333 554 816 

$134 $..,,,.,., {: <~'""''.5 ,:,;.,..:;. ... ~t' a.,.--' 

221 368 539 
333 554 _-,,8.16 

$184 $306 $ 449 
221 368 539 
333 554 816 

·· !iOTE: Cost based on 15/30/5 PIP, UM, ··s100 Comprehensive and $200 
Collision for a t'.'WO · year old Chevrolet Nova~ adult operator, -· 

, ,- . pleasure use. 
' ··,: .·" .. 

j,. 

'*The cost 'of SDIP-. Points for Method II and Method III have not . been. ' 
· adjusted to. reflect differences in accident frequency by territory.· 

· :.. 3 3 ..:.. 
··, ·'. ... ,. 
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I 

The ultimate ~elution to the prese~t automobile 

insurance crisis of affordability must be a complete 

change in t~e concept of. automobile insurance rather 

than ar, attempt to correct piecemeal the inequities in 

the existing system. Reform efforts must be aimed at 

eliminating discriminatory re.ting practices bas~d on 

per-sona:. d1ar1acteris:t:ics and the residences of motorists,, 

and reallocating the financial burden of automobile in­

sulr'ance in proportio::i to the benefit each insured receives 

from the system. 

autcmobi:le insurance rates must cover losses sustained 

by pers,ens oi widely different economic status. Thus, 

the low income earner'' s insurer must be ree;d:, to inder.-.nify 

, 
2.-osses of a lowly paid income earner. It tict: ld be mere 

for accident compensation not recoverable unde?- personal in­

jury protection coverage or any other coverages ar.d then 

bought his insurance coverage accordingly. 

Stich a ·system·of automobile insurance.would establish­

a direct I'eiationship between the benefit the insured re-
•:. 

ceives and the premium he pays. It would bene.:it motorists 

. o{. Limi_ted' means. ~ho .w'ould. be: ex'i:>.~cted to carry less coverage 

tha~ ''motorists :i~ .·higher income brackets,: and also 

be11ef.it high income· -:~a~~~:r:;s ·since they would be. assured 

of receiving adequate compensation for.losses sustained 

. , . 



,, 
:1t:;..._ ',. 

in. an ,automobile accident. Such a systen woul~ also be 

priced ino·r:>e accurately by insurance companies and ~liminate 

constant controversies over the prop~iety of the present 

automo~ile liabiiity system. !t would also allow for the 

eli~ination of the d~plication of benefits which the present 

systern encourages Oretween automobile insu:.,o.r,ce and various 

income maintenance benefits),; the redu<.:tio;i cf administrative 

costs; and the e1imirration of excess settlements·~ 

all of which would be instrumental in redt: ~ing the overall 

cost of automobile .ins·.t1rance'° 

for these reaso11s, ccm:sideration $houJ.d be given to 

replacing the mand;atory third-party a.utcmobile liability 

system with an optiona'.l first-party, ·no .. fault general 

damages cover.age t.,o :be ;,off·ered to motorists who purchase 

Thu.a;, 

own at,tomobile accici~nt: ,compensation not .::'i . .:::oerable und-e:r 

First-party g,er,,e:ra.l da.~age insurance c~uld be achieved 

•. by means of a coverage comparable tc:, that of uninsured and 

under-insured mctcrists coverage now widel; used as a 

supplement:to."automobile liability insurance. 

steps would b.e required: .. 

The following 

,,· *~'=- First . .;pa.i'ty no-fault persqnai injury p·r~tectio·n 

···:.,,,cpyerage for ·~conomic ·losses, e~g., medical costs 

and ~age losses; would remain mandatory. , 



tc.* Third..;9arty recovery fo.r bodily injur-:v and property 

damage re.sulti.ng from automobile -3.ccidents against 

N,ew Je:::-,sey re,s.ide:r;t$ would b~ prohibit.eel. 

:'c,* Automdbi1'e b,odily lia.bil.i ty cc,::;ve.rage as :.i.t exists today 

·would be ;abol.i:shed as a kind 0f insuran~e. 

:*}I: :I·n ~li·1.e,u 't~,~·re~of ,. an unir:sure:d mo·to·-:c-i-.sts t:·yp .. e of insurance 

.modified as :set f.orth above, would 'be establishet:1 

· vihich· would have to be ava.i.lable to every l"esident 

.of 'New Je·:r-:s/ey :on a f ir:st-party b.as is. 

,i•c?: Until the system is adopted by all other states, 

:some type :of '',extra te:-?:"ito.riaJ.." -auto liability 

,c.overa,ge ·.w:ot1l:d. hav.e to be continued tc provide 

,c,o·ve::r•.a;g,e to New Jer.sey residents in ca.15e they 
. . 

iQcl;'.ti!.Sl:! ,cla.m:-ag1e to an out--of•state dri·1rer in 

New ,.Jet"s,e_y 0r are involved in an accident -out$ide 

.a~-iailaible 'to -owners df New Jersey automobiles and 

a.nd .5.lso 

· Gnin,sured Mc,torists Coverage. The statute could 

_ :req,ui:re · that the coverage be offered optionally 

to ,oar or...m.ers who purchase mandated personal 

. inj:ur-y p-rotection insurance. . ·some form of fund· or 

-·-_·residual coverage would probably have to function 

· for non-owners, in.· order to provide the "quid-pro­

quo"' neecled for the· denia·l -of third-party recovery. 

- . 

the new type· of coverage need not.be limited or 

----- open-ended; · it· could pr·ovide very specific schedules 
~ . ' -

·, _c,f benef:i ts. - :Fo:r:- example, . compensation for loss of_ 

· -future ·earnings, which represents a major element 



I 

I 
I 

in large claim settlemer.ts unde_r t~e present 

. _- system, cou[d -b:e tailored '-t'o thi}~dividual' in~u:-ed ts 

econonic stat'C.S, Thus a physici~~ ·would p;.J.r-chase ;:;uch 

high.er amo.1.;1n;;:s of covet'age for. loss of futu\"'e earnings 

thar. a fac'to.ry worke:r. 

Cbmp.ensat::.-on fcrr petrmar,ent disabilities could 

be pft',CDVi,o.ed in a '$;tfhedule bas i.s comparable to, 

bi.it .b!l?:oa&e:r tha:m that provided under worker 11 s 

compe·nsat::.or..,. H:ere 'to•J , the insur:ed should have 

an ,qptio.m ,,of c.0ver-age;:. he may want to purchas?, -

Such a :sw:ste'm :would establish a direct relation-­

ship bet,;v,e:e:ci ;t]:ise benefit the insured received 

and the p.•:r,·.em:i,urm: he pays. 

~•o-: Whatever mi.siu-s,e 21..s made under the present tort 

syst,em,, piawti,clllarly with respect to relatively 

miner i.nj,t.2riies, :cn~.ld be corrected by the intro-

!n genera.l,, .first-party general damages insurance 

W•:)uld cover: 

not compensated under 

personal injury protection coverage and diminished 
• earning. capa.ci fy. 

(2). Disfigurement. 
. . 

·(3} Intangible loss'es for disabilities. 

(~) 0th.er general damages net recoverable as 
economic losses· •. ::-.,_ 

While short term reform efforts airned_at_alleviating 

certain inequities in the present i:1-Utomobile liability in­

surance system· can be, and must be, accomplished quickly, 



" <i'i'·rM~.iJr,:W~t.1.·~;,tl _",\'i,i:;·,1? ~ ~~lfril&;~~Ltfi$&sJi j!,:;l1i,ti,;}i1:,ffe,1 .~.-r 
ill•.·· changing the sys~m in accord:ce jt ~he .above general 
. :,;,.,¢/!' . · .. ., .- ,: . ·_:: ., .. ,, 

i_J~ ··. · proposal w,;Lll regui.r,e s,ome time 'to develop'·the sp.e,cifi,c _______ _ 
_ ,?,r;: 

provi:s ion:s . 'I'o.r :ex,a.-npl:e, how will such g. system be :rated? 

Whil:e it ;app_e\U':S the. :severity of l.OS$eS =wil'l b,e directly 

relateo t·o 'W:ha:t a ?tro't();r.ist t,Ul"~hases, will t'h-e method of 

should be-., ·under the :Pre.s-e-nt sys1:em'? 

.f'1G't these .r,ea1S•~s .. , J lt?ecomm~nd. that th~ As:sembl;y 

B'i:t:nld.:n;g and Iasu"t"anee Co~ittee a,.pp,oiM: .a .suD:eomr:n-itte•e 

to s:tut:i:v' my proposal,. At tne same "ti.nte ~ the· :$-a.me· s·un-­

eommirtee sn.oaJ.d -:~;ol~~W?'lt a stuoy a£ the pr:esent ,cias$i-­

f' ica:t:i;olll :an·dl tieil'."r:itt,(;'brial rating syst·em and h-ow: a fir.st .... 

.... _ 

--~-- ol: · ·.· t :. -=) 
,; .. ~ ~' .-
.. 

·:. :: -~ ~ ~--. '." -

.... 
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The Ad Hoc Cort4'1li:ttee to Study the Prob.lem of Auto-

me.rket in New J:er:s,ey., includ.;i.ng ratemakit.g, · the residu-al 

.sy;sitem,, :Sibudy,i:ng ;the p<roposa.l..s made J::>y the administration 

1 . .,, ,!Is· ,'<:!,;;,~;i..1, .. ,.,, "";: ·1; ,~ .. - · "1L, ·1· ,.,,,,.. ·:i 12.···1•.· ·. · ·a.·"'.· ·d· 1.··.1· ... -q_'.4.·. .a· ·1, ... ,.;'! .·.m.•.· a· ·.1.·.• ~.; ."'1''g.• . ...&.';&.':,,, -~~ -~~1~J.:L!~.-· :lf -:1?,1;1,,.•··' -~ .-:- ...... ~,yf, .-4..., ·· .. ~, ... "' _, """'"" ·r~•--tc1. 

ts 

Its recom..rr.endatior:.s ior 

;rrefo~ are e~erl in this report and in legislation 

·: .whi.tdn. w:ill be presented to the Legislature. 

DJTRODU'CT!ON 

ltn recent yei;U:'s the automobile insurance market in 

· llfewl- Jersey and in other states has been characterized by 

a~.iJLability problems· and rising costs. In part, the 

problems o.f ;the. insurance industry have been caused by 
,. ••' '• •• •,L \ U • ~ - ·;: •, ·••: • .~ •, ' 

high r~te~ of i~flation over the past several years, by 

periodic fluctuations in market value of insurer' s in-. 

. 41 - · 



vest."nent inccme, and by long delays in obtaining appl:'oval 

of insurance :i::ate increases f.rorn the state. These factors 

also have af f,=cted insurers,, s1..1rpl't.!s , and reduced 

theii-- capacf.. ty to write new cusine.s$. l\s a 

result;, :..ns1;Jters have adopted st:ric:t::.ex .unds.z-wri tipg 

stancards 2.nd the residual market h~s be<;ome larger • · 

Cctn.sid.er.a.ble debate has ta.1'-eh place in recent years 

as to the n~ed for ref arm., ·the proper role of the 

.. 
the nature cs-f the remedial rne.asurE1rs which should be taken 

It seems clea:r, however, that 

of the ?:7ew Jers:ey automobile insurance rna.rket, inclt:.ding 
T •. 

procass ra.te applications :more expeditiously than it had 

been. ab!.e t,o ":~O in the past. T"rie Ad Hoc.Committee formed 

:in June. 1978., 1.tnder the Cha.irmanship of the Honorable 
• ·, • , • • > •• • ' 

Michael. F. Adubato (D:._Essex) addressed not only these 

issues hut also other·issues which it believed to be 

essential. to bring about .. the . comprehensive reform necessary 

to create an insurance market which functions properly. 

Accordingly, the Committee has made the following 

recommendations: 



. . 
pe capped ;at 25C'% ·Of the fterz-ito~ial average ,i!{;"-ti~r 

. .... ·;•. ~!'~ . .,..., 

territory and\the statewide average~ cappe<i 

1..$07/4 f~r ;e,ach filer r a:nd ,(.J) as a long tet"m · 

be established to review the clas.sification a.,--,.d 
.,,, ·•'-;'~ .. -~:-· ;·-;;,::- .,., .,,;. ,.-.,. ·, .. , .. ·::,. ' ~- . . 

reform \by January l., 1980. 

· Risk. Plan be .abolished and replaced with a cne--tie?: 

at v•olun:tary market rates and that incentives be 

provid~d to encourage insurers to.write in the 

vol.untary market. 

+ R.att:!mald.ng Refonn 

The Committee l:"ecomrnends that (1) the prior 

approval syste.111 be retaine.i::l.; (2) the ·staff of the 

Department of Insurance be augmented to increase its 

capability to process rate applications in a more 

timely m~nner; . (3) the rate review process be 

. accelerated; ahd (4) a system be established to 

increases :by the promulgation of 



index by the Commissioner which reflects. incraa~es 

in ::he cost of living and oth2r pEertinent.factors, and 

which may he tak.Em by. insure.rs as the basis of a 

rake incr•ea~e un.J..e9s disapprove<i b:t, the Commissioner • 
. --· :;,: . ·::-

'!'he CommitteE/i recentrnends the adopti(;)n.of the· 

! . s • o. surcharge system for residual markret · risks,, 

The Corr;tr1.ittae voted. to place a mo.:-at:ori.l.lm of 

six months on the non-ca.r1cellation lai,,,. sc that 

compc.nies may pla.c:e business currently in the:Lr 

voluntary book of business in the joi:it underwriting 

aseociation if they so desire •. 

. ... 44- -
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. • rn,~£?;:r:~~:tt;L ·.;R.Z\:'l't~G ,;~\:1' .'\~ _R!cS&, CI..Af>.S;f'.IC~T!'.ON S'!!S1':EM 

lla:s~ ·ti)~ ·t.lle .4i;ff:er~~n~ce i,,n l0 . .S$ ~e~-posu:ee of tho:s:e grou:ps. 
· -~ ··:n.~$,. th.er~.-~~- '.t;b:r~e be;$.ie cla:t$ifi~atiott$ ~eyed 

··•·· -iWll d:.il'fif~-t::te:t.l~ ota,e elas$ ,of i,nstt~ed.s f11tom a:a(tlther: 

(l.'.i Pli•a~ dr.i•ing-: {2) dr:ivi:ng · to work: ei.M .. '-}jft,{j;~. · .·. 
,_. ·r ... ~.. ·;· .. · ,: 

-:a ~ ?fW busl~s$ p1J:r:poses. · '.By the irate 1·94:0~-~~y:\SO~:.: .,:., 
·.;...,.l':\,~ar"~:; ""-<it! ""'':ad' f"""-.::i.a:--.-:i• .·lk:-!;;.:r;,,.-,-~,,.,..;....,,r{e·-:i v:e.....i- ··•,":-a.• . ,i:,,,_;..ie,.,...;:,....,e&j. ""'inrt··-~ ,.,,,.,,,,;, 
~~;t'"'·····~~w ~;,.-~ -1"'"'"_.~'9'.~~~-. ~~. ,,;,;,, 1;:~~•w ·• :'""" -~l.~.- it.- -Ao,~-4V4·t _.111o,,. ~·. •-~>ii-•-~- --·1:1·. 

· ;($f t::'be classiftca'tion .syatem .would i..nerea,se tb~ir. abiUty · . 

tJC ~tify cat-..egorie,ii 0£ 1tiak~. ·whi<:h wer•e c:onsidex-$4 bet.ter ·•·· 

cocliti!. be reduced. ar •. d. companies i,4ould be more ccrri.petitive 

m atr.ra.cting these preferred risks. Following the lead; 

· of large insurers. · the bureau companies began refining 

mei:: e:la.ssifications. As a-conseq-..ience, by l951, there 

-!:963,, 208 c.1asses. At present , the I • S • o. manual contains 

:'A.i cl.asses, -~l_tho'!,lgh . ~ome insurer·s use fewer. 
•· .. ,. ...... - ... .. . "" - . ~- . ., . ., . . 

,, ... :- ,: l~ce __ premi.~ are.developed based not only on 
:·· .... : ·~.-~ .~ ~ . -~ ...... __ ··- ·• •. . .• . . 

- cl.~ssi:fications: .. but .also on the basis of a territorial 

· · .ratinq-.sy_stem, i_n_which_.losses are allocated on- the basis 

of cl.a'ss. and territory to dete~ine the appropriate rate ... 

Pres_ently,:: -New Jersey is -d.i, vided into 2 7. territories: 
. . . ,. ,,• - . 



.. 
Newa~k,, i:.he highest rated territory, has rate.s which are 

2. .. 4 times higl:lfrr than that -of the lowest rated territory, 

when the .differentia.1 betwe~n t.1.e highest and lowest is 

.With reference 

to class., .:there ·-is a .statewide high-to-iow ratiq of 5-1. 
. . i . - . . . . 

. ...... . . ,- ·- -- .. _ . . . ·, 

_ When cLas.,s .a;ndl. ;te.rr,itcria1 dii:fferential$- _ a;re combined, the 

rate$ :Ln tb.e highest ¢lass-t:ert;it-ory conu,J.nation a:.-e twelve 

t..irm.e'$ hi,gher .th:a.!£1l that ,.of t:b,:e lowest-r.ated. class and 

te~rttoq e:ollib:i:naticn. P$Q;Ple .in hi9'b:er rate-s classifi-

. c~tiQns ,anti ,~nt,o.r,i.es pay a somewhat higher_ proportion 
~,· ; ., ,. .. ·- . _,_ ~ .... 

of -a __ ¢~:a.~f"IS -~e:n.$eis ,than_ d<J th-e riaks paying lowe;r: -

premiuas -~ b$cause th.-ose e~nse,s _ are c.ha;rged as -a :percen­

tage ol! t:.h1= pretriti'~~ a~ follow~: 

. ' 

• -----l"II<,' ~---·, .. •_I!'>_-"""· . ~ .,.,. "-;,,,-~-,... ~~,Q!'·. ~!::d~L?. .. ~.~~~,, 

18 veal;' old male; 
N€;-t,~/ark 

l8 v,ear old ·mal;a, 
~ 1 a ~-ri~·i e 1 d 

Liability 
Phys.ical Damage· 

-----
$297 

342 

'$639 

($6l9) 
( 966) 

($1795) 

$126 
152 

$278 

($. -:.-.... ,_. 
' .... ~.,!;J 

.( '428) 

{$760)_ 

* . Al:l · e~nses. including taxes I excluding lo'ss . adjustment 
.. exoenses. Rates based on 15/30/5 BI and PD, PIP, UM, 

$100 Ded. Comp, $200 Ded. Coll, for a two-year o.ld Chevrolet 
Nova., ~ on: 1.s.o~ data. 

.. . . ... - ' . . ·.. . 

There are-~e;~ral way~·of_rnodifying the pr~mium spread 

among classes and territories in the ~tate, and the Cormnittee 
. - -: . . - . ~ . 

has considered a number.of alt-ernatives. A change in this 

system will, however, bring about certain market dislocations. 

- 4-6 
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lt i.s e.sse:.""iti.al to rernernber that wha,tever is done with 

the as,s:X.1'9ti3ns · of 'the insurers wi tr: rega.t"o. to the kinds 

•o;E bm.sLneiS,s whic;i 'bhey conside:r _profitable and unprofi:table 
~; 

will .~1~ma:i"ct1, •e~en·:t~eu,gh the system.itself has been changed •. · 

':rhtas., ,a;n.y •attempt br; z:ed~•st._ribut.e the pz-ern:1,urrt o_f the drivers 
. ,,,_ 

.l,eavin:g t'tie uo.pro:f;i~a~le bus.iness fer the re.sid:ual :market. 

:Stacih ' .a . i1.eaiia~g,efueiiit _ ~i.ll have \a••· s ignifl.cant impact· 'en :c¢mpaili es. 

· which ;have rel:ca:ti•vel.y· hi,gh -eleposure L;l. the citie.s., .· as their 

substantial m"arket:. ,dislocations, ·while providing the rate 

relief •w'hi,ch. is es,sential. 

Consequen•tl.y, after considerable study, the Committee 

pro.poses that high-risk classifications and t,erri tories should 

be 11capped. 11 i.e., the principle should be established that 

no rate shoul.d go abo,ve an established norm -tied to the state­

. wide' average rater the cost of. 11 capping" these territories and 

classifications would be spread among all drivers in the state. 

·secondly, a review of all classes and territories should be 

undertaken promptly to recommend a system which is fair to all 



drivers Jn the :sta:te, which ,i:::ontr.:i,bute to i;p.su,rai."'"lce 

'beinqJ r,ea;$,ona:bly pri,c:~,G!," ,an~ w-hi~h use,s classifi.ca-eion,s 

alil:d teitz-::;i.'t<ID!iiie;s ~hi:eh :tela'f:,e to ithe actual risk exposu::-e 
: •' •• ••L• • 

:in vQl-v-ed •. 

~ . . . • ··:· . . • l 

"'the ~ma1L:ttee _wo,r~ed. W'.l.tln. f~g'\l:res which may be taken 

to be a ·.roUlq~ app:t;oximat:to;n ~1t ·the· effect .. t~ich thi$ c~pping 

·• '.Wisll l\1.,:-a.,v,e •'O!il :New .Jer.sey 1;lir.ive:r,s. : It ~e.conunetids that fl) each 
. . 

fil:e;- ·• iS ,Z'.at,e Ielae,sifi'l;a'ticn ,ae:!ini ti.Qrt$ . and ra <te diif'feren .... 

-.·. '";,:,:.:::·· .~.· :ra~~ ,eh~~g~ ll:'O : ~ •in$~,ei by each . filet-'. shal,1 not _ ~ea, 

" _two ,~itiLd:- ,one-~Ut ti'$ne$ ·that c:ompany' s terri.tcn:ial · avE!!l:age 

. · -.. ~tiie ~!Or a.a .in$ured. wt~h li~e coverages ~d: type 9f 

. 0:::....~i,cle~ e)C¢lusive ,of driving rec:oi-d s~ebiarges .a.-,.d dis• 

.c:cunts t at-.d (3) the automobile' insurance rate charged bl/ a 

tim..es that com~ny 1 s state't<iide average rate for like 

_ :In_ short., no rate for any cJ.as.si.f i.eation coul-d be rated 

higher-than.250% over.the statewide average rate for that 

. cl.a.ss.ification: no rate for any territory could ba more 

·than 15J)%-above_ the_ ._territo~•which represents the state­

· wide average territorial..rate. At present, such 

. differentials ·are. as high as· 3-1 for _classifications 

,. ; and _2.:"l- for· ,-terr;tories :-- currently, ·.when classes and 
.. . ~ ~- . . . - ' 

.territories a~e co~Sidered together; the ratio.of high-to­

average", i~: ·5.;..i_ •. _ This ·proposal w·i-ll have the. greatest impact 

upon the drivei:-s in ~ew Jersey whose rates .are significantly 
. . - .. ·. : 

·. h,i;gher than. those, .of. ·the' rest of. the state. 
. . ~ . ' . -. . . . . . ". ' ·. . . . . . . ' 
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IYi..?P--C7 OF .PROPOSED CAPPING Ol:-1 .RATE 
Rl"'-1.TIOS __ BY CLA$S 1\.ND _TERRl'.TORY 

Ratio Of Highest-Rated To Statewide.Average Rate 

Class 

Territory 

T,OTA.L 

PRESENT RATIO , 

3-1 

2-1 

6-1 

!JEW R.2\TIO 

2.5-1 

1.5-1 

3.75-1 

In the si...--npie:st terms. the Co:mmi ttee ' s proposal will 

reduce the highest ,~,ated drivers' rates fr-om six times 

higher than the sta,bewide average rate to 3 -~ 75 tiines the 
•• • • •.~••.; _:,;,>< • -~ a • .-, "., •• 

· statewide aver.age rate·. 

PRESENT RAT!D 

Class 5-1 4-l 

2.4-l 

TOTAL 12-1 7-1 

__ Similarly, the di:ffez-ential between the highest-rated and 

lowest-rated cl.asses and territories will be reduced from 

12-l_to 7-1. In concrete terms, using rough estimates, the 

cost o:f: capping classifi<:ations _ and territories and redis-

. tributing the premium charges among other insureds will in­

volve a dc_llar. redistribution of $15 , 890, 000, as fallows: 
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TOTAL DOLL.Z\R DIS'Z'F.IEUT;!:ON 

L.iabili tv Total 
} ~ - . 

Capping te:r:~t:cr,ie-s $3,500,000 $4,440,000 
, 

GappitVJ C.la;f;5£;.ficati1:)nS-
-·--a 3, iso, ooo 4,800,000 

TOTAL $6 ., 650,000 $9,240,JOQ $15,890,000 

On an individua.i basis, the cost per car of the premiu.,rn re­

di..stributi:on for territo.:::;:-ia.1 and cla,:ssification capping will 

be as foll.ows, ~~hidh oan ·be distributed by way of .a flat--rate 

charge 1or a.s a perc,enta;ge of the premium.: 

Co.st. pet: .car for 
ca99ing territo:::-ies $1.00 

.c.0st: P·=~-- c-2..r =·::::­
capping classifica-
tions .90 

Total cost per car $1.90 

$1.70 

l.60 

$3.30 

The Committee also proposes that a commission be es-

$2.70 

2.50 

$5. 20 

-_tablished by statute to ·study and evaluate the existing 

system-of classifications and territories. •The commission 

would include representatives of the Department of Insurance, 

the Public Advocate, the Legislature, the industry, and a 

- :J(). -



publi-c me.wer.~ It ,would be requir,ed to report on a quarterly 

basis tc the J:.ssen:-.~}.y Banking at',d Insurance Committee ahd · 

the 'Senill.:te /Labo:r, :Iadustry., and Professions Committee, and 

wou.id. ~e :r,equ.ire:~ to report its findings and .recommendations 

to time :Legi,slatu:re no later than January l, 1980. 
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In ,every insurance m3rket ·.:her-e is some delineatie;n 
,_ . 

between .:t.~div1duals who .,::l.:re considered to be good risks 
·. -~• 

. "' 
div.idr:aa:s who :are not i:n·su.reo in the voluntary ma:::: .. ket forni 

tb,e '":r2sic.u,,;;.l market," the size of •.-1hich varies frorn state 

Theoretica.J.ly, in a com-

~siness" :and ·w-hether there· are incentives built into the 

Asi.de from the .controversy surrounding the nature of 

the ratema.,'C.L.'Tlq process itself, no single issue has caused 

greater debate than that.concerning the most efficient and 

appropri.ate·residual market mechanism to tise in· New Jersey 

to provide insurance for all of those individuals who cannot 
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b:u:y insurance in the voluntary market. Three kinds of 

,,meebanis:ms have been discus.sed. and debated in the Legislature, 

:by the No-Fault Study Corr.miss.ion,,and by the Ad Hoc Committee: 

,a reinsurance facility., a :;joint Ui."'lde::;writing. association, 

and the r.etenti~n· of a ·mGdified and improved assigned risk 

Th•e Ad Hoc committee h-a:s ,considered two o:f these 

which woula best xneet the It,art.ic:itlar needs of the New Jersey 

,market.. ~fter du•e c.ons.i1ci,e:ratio:n of the pertinent f.actors , it 

:r,esidual maz-ket mechani1sm would be a hybrid, contai.ning the 

best elements .of both a reinsurance facility and a joint. 

The Committee proposes that a New Jersey F'i.Jll Insurance 

Underwriting Association be established which would write 

residual market business at standard market rates. 
. . . 

••· The assoc.iaticn -woulo be compc,sed of all insurers writ-
------------ --------

ing automobile business in the state, and would be governed by 

a board of directors appointed by the Governor, similar to 

·· the noniinati_on·mechanism·proposed by .the adminis.tration in 

Assembly.Bill 1121. Directors would serve for staggered terms~ 

insurers, producers, and the public would be represented. 
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T'ne board ,,..;culd establish :9olicies and procedures for t.he 

:::r?er:.ation of the associ2-t:icn :.v:hich are not specifically 

,established 'by statute,. The Co~ssioner of Insurance would 

. ·,,._.,_'·_.:.~-? . ·' ·.-, 
. the. bo:ard '.n'f \:Lirei::i.ors 'as welLl as any subseque~t revisions 

.,. .. _. . : . . . 

,in the m".ithod :9if .. qper .. a:t::i:.:m'.g 03;: t.~e assc~ia tion. The. association, 

. . . -

· - . ,'FoJ .. ici:es "'Jlr:ii .. tten Jt>v the ,as~ociation would be written by 

· ;S~rt•!l:a,;:c:i,::ug ,c:air:ie:rs ,.(\)PJ. ·~:eillra4;f ,of the association, and serviced 

bureau 'Which files rat,es for .. the greatest number of insurers 

in the State. rather than th~ sy~tem which characterizes 

tlle pre.sent as.signed risk pl.an. 
tJ 

'?he Committee recomm~nds that the risks which are 

placedand written ·in thejoint·underwriting association 

be written on the· same basis as risks written in the 

voluntary market,. · and that an attempt be made to establish 



equity between vo.luntary and residu.al market risk$ in all 

aspects of the in.suranc:e ma;::}c.eting, rat.ing, anq servicing 

process. ·Under the ·Committee' s proposal volt.i.rr~ary .mar12et 

r.at.e level wculd. have to ··:t,e •est:ablishe\'.i tor all resid,lal; 
•• ,._ >Q 

market; business • ''!\he Comrnit:t.e-e considered using the;, ·· · . 
' ·~ 

standard l:,."s.o .• rate" but ?tit.er due consider·ation cf :this 

a:ppro~ch, cie<::ided that it· "'"ou.l:d not be proper to bind. 

the a.ssociation to the L.:s.:o.. clas•sif icatic11. and rating 

.sy.stem complete'J.y. :&athe:r ., it $eemed twiset .to pe.rn,.i t 

the association to ,e,s:t.ablisn its own clas,sification · p.l.an 

and territorial defi:nitiGn.$ witho14t: bei.ng Lodked iiito 

r .. s.o. rate system,, which.,, although it z:-eprese.nts the 
~:--· __ -<.-· .; ~--•-.,: ·:·,·.· .. -:~:·-> • 

experience of many ·c~anies writing 40% of the business 

in the state, tnight or might not be germane or relevant·· 

Therefore, it was decided to establish a ;'voluntary" 

termining the total premiu.."ll produced by :r.s.o. (or other 

rating buz:eau) rates and providing that the total premi1-h-n 

for joint underwriting association risks must be substantially 
. . " " ' 

' . 

tlle;same: the association would be permitted, however, to 

develop its own classifications and territorial definitions, 

which might,· for example, contain fewer class if ica tion cells 

''-than·does the :i::'.SoO~ system. I~iti~lly, during a transition 

period, the-associatiot:. would be required to use the same 

classification plan used by -1::::e AIP, which has fewer classes; 



this .::::puld. 1~ter be Jncdified vrj_.th the permission of the Co!".':-

The me.rit rat,irn;; ploi.n :.1sed by the joint underwriting 

assoc'ia:t:inn wou-ld be :cs2qui:r.ecl ttJ be identical to that used by 

Rather, the 

$15,420,000 $41,161,000 

wnen.. tb.:ii..s shortfal.l_isdi.stributed throughout the voluntary 

and resid::u1aJ. ·market. in aJ.l classifications and territories 

.. (eA'"Cl.1!.lJ.d.irrg any other type of intra-class and territory subsidy) I 

ttae fi~~s>show the'. ~stirnated- cost per car (as· established 
•• ' • •• • • .. • - < ' , • -. 

on a flat.-rate ba:sis) to be close to $14.00, as follows: 
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,
1
cwriti;i 

>d. by i 
li$ ..... 1 

es 

I 
j 

y) 

,1,J.,ql]q'.ili:tv 
. -·. - -

·• .... , ,, 
."fl; 

~b)hs~q~,J. ._ :!)ant6J,t,r,~ 

·. $7.:l,O 

~s;a;t:~l 

$14~60 

!~_the 'bu;s.,i,)n(tes :~l;a,ped ::in ;th~ ,a,;ss.0cia.ti:on g:ener,ate,s 
. . . - . 

e.ita 11>m.derwriti:r1g less, sueh l-osses will be ,asses,sed to each 

:im_.e'f: ()'£ the &e'$0~•1ti,!lln and this· ~am.G1'.1:l1; will then be re­

~i;l>~~ by •~c., ltu:3WOer .from it$ · pc;,Ueyh~l.dera.. ·1'he · S.$$essment 

~ ~~~ent pr~-dure wae .. cort.side~-e<i ."at.td · ·deb.i'iib~cJ. at : l$11gth 

by I.the ~I!:$ of _the ~it"tee. 'therf! was so.('n.e -~oneet"n 
. . ·--~ . . . . . . . . . - - ~ .. ' . 

':''~,tla~,-.pa;-t-.,of, the i~·try _ that.l · gi'\fien the natu:te and 

$'.i~ of- the :resid.ual ~~et s,ub$idy bt.u.;lt . into t'he . plan• : .. . '• .. •· 

ar..d i.-.:. ;,,;as viewed as essential that his authority to app:z-o·,J'e 

rates be in no way diminished by the recoupment proc$dure 

est:.a.bli..shed .in tlle proposed legi.slation_. 

However:•-. as ·it is antici~ated that the associ.ation wi.ll 
·:. ~... ~ - .... . :; . :. ; ~~--~ .. ~ -- ··-. - ~ 

dete.rmi.ne its yearly losses on· the basis of i11.aurred loss, 

rather than<?~ the basis of claims paid, there may be a diffez--­

·" ~nee of op_inion between. the association and the, Commissioner 
.~ .... -~- .. " - . : .. - . ".. .-· ... ·: . . . ·.· ·: . . . . . . :-, ·• . ., . ~ . . . . . 

. _ as· to· :the amount'. of: reser_ves ;necessary .to pay future claims.· .. . . .. . .. . . . ·. . ·, . 
. . 

, Recogn_izin:g _th~refo:?;'.e, . that- a. dispute is possible over the ·· 



ques:tion c;f i:'he actµ.al a:::noupt of as.;;ociation io;ss,3s, the 

cormn±t-::ee "'!ms recorr.mended a procedc.::.:::e for establi.;3hing losses 

and tib.:e 't\§iCOJJ:prnent: o:f these losses which -it f.eel.s will be fair 
·,:~ :'~ 

"i'.'b;.e .1o:sses ,c,f the associa::..ion would be c:.ertified annually 

by t1ire i:a:,ssctt:!::atiop to the _Commissicne:t" ;- the Comrnissi.oner would 

J 

appi:rP\!:1:e·s ·:t:i!:-,1e :alnti:i:ant. of losses as certified, he would be 

r,egt.r:i:C!e:a. t:o rtat,e the reasons for his di$,appro,ral , and 

.indioa:tbe 1:aa-e port.ion .of the cez-tif ied losses which he 

the assoc . .1.a t :..en 

thrrnJL~'ful :me adm'ilni~trativ,e process or by the Appellate 

DiviJS:t10'tci {illf ithe Superior Court, which would have jurisdiction 

in the im:1i:l:tf'-u..eir:-. An insurer building association losses into 

its rates~d be required to file documentation with the 

Depa2:botelll\t of: Insurance.specifying its share of association 

losses; and the. rqethod which .. it uses to incorporate the 

amm1nt _into· its. regular rates . ., 

The. Coimri.1ttee recommends .that incentives be established 

in the·joint underwriting association to encourage companies 

to write business.in the.voluntary market which otherwise 
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. :::;:;: =. ;:::~:~s~:r:J:\~{f ti{ 
.·· ·af 1a. t~t:a,el!:" ,r,at11.i1'l~ :sy.ste~: f G,r .·· the- •. res~tiue.l · ,'ll'h:l~ket.,. · ':~:er~:· -;-~ . ,: 

. . . ,_ .~... . . :.:·.!- ·:; • . --~. ·-

~21:1 n,~it~lti'.1:.Y be .ri$-k.S whiqh ,¢om~antes consider t,o :beS\t, 
. . 

.li:$1a,iile~-oely :rated ·in te:r;m;s Qf what tbev (:;0-n:Si,d~r their .. · 
'~ . . ·•,: . 

. . 

··•· ··•· - -<~n);~tes,, ,~od ,ri:s:k:s i.n . these. 0las.1:t~rs a.n<i. t.er:riit~ries . 

:•,'' ~ _:~ ;itle:a~i:fieta e.ct! writ.t:eli in t:l:le wluntat'y ~ke~_. ·. 'To 
';' ~ _. · ..... , -. . 

. . . 

. ,-~,e·"~f'.'~~i-.i0$&e$ f:cir""bet-t;~in k.i.nda. Qf U.d,,esi~atea~·. 

·~.···~ they agr~e =· place Ln theiJ:. ~gui.r· book··,. .. 

- ttf ~$.. C:ced.U:'5 ag,ai.~et pool part.ie:ipati~n wul..:i · • 

:be'"¢..-~,, ~ e~Le. for writing .r.i •. $k.$ in tl'ie. vol'!J.ntarv 

~~it. ~dil ,are presently written in the A!P. Sizr..ila.r 

ter.zdi:i.tl::mt::.!Lee u the voJ:untary market., Ultirnat.el.y, it would 

be .:'l:t:c a . acy1t a best interest to reduce its pool par­

ti.dpe.tion ·t;h.......-ough t.'lti..s kind of s~lective underwriting, 

am1 the Conmanii:ttee believes that t;.~ta system of j'take-out" . 

. am ~t"" -credits _will work to everyo,ne' s advantage 

by ~~ting-toward the reduction of the size of ~he 

.. •· · re$tduaJJL .. 1!1!11a,r'l!tet •. • · 
,.·--,, .. ,..,_ . : .. .. . .. ·. 

· ;nsuranc:e agents and brokers· wo.uld be assigned to a 

·s.ervic;ing __ carrier ~ith '.which they now do busines·s, or to a 

carrie;::whiCbi ·U~e~ •.. the·.-:sarne -.kind ~f agency relationship 

· ..• oJt": ~o-n:ti::a~, .. which, the :agent has with the companies which he : :·- ·· ... · :-. . ... ·.· ~ ... ~-:·. ··:· . : . - . •. \~ : .· .... · . :•. . 



al:r-$ady rep:;;:e$.en;ts ;'.for v:olJJn:tary ma.r:,c.et. busines.s: Pro ... 

ducer:s w'cul~ '.!ae pafrd ;e:'le :satne com..issiQns as t.heir s-ervi,cing 

car;:-ier _pa,y:$ j:n ':t'he wo'.lunta:t¥ ·rna.r'ket. 

P.ol.i_ic;:y :J.~t~s :for .,]f<lin;t t1n4ierwr:t:tittg q.S$,o.ciat.i<:iti poiici,es 
. ,--=--· . 

i.s not in an'¥ "'"-it.6('fl .r,es•tri.:c:ted in 'his choice of limits. 'Th.e 

nol!.¢y .il.:i.~~is r,;::~:$\e/0 :ib7 iti'lae committee are in fact -t:he s~th.e 

as · tho.s~ ~iti'•~~er:l '!by 'iehe e.-dmirdst.ration in its reinsiu:r:ance 

facility p,t"~ail.i!a '•e a.1$$!:)c,!atic,n WQ'!,J;,l,d ,off.~r · ·the fe:tlowin~ 

limits::._ (lJ ~iB:i:ll.;rf i.~j~ tial:>ility: siso, ooo .oo ea<::b pe.r.s,on., 

s.soo.,,o,o-o.,r:vtID ~~ iaceidemi.t:e; ·1£2) ·,Propet"t:y····damage··•t:t.ability:··.· .. , .. 

first $10
4
0.:0)~ ~ such damage; _- (6) personal. inju_ry protect.ion 

coverage as r~.l!:ii red ·:by .lav.r-1; ( 7) additional personal injury 

._; .. protection... ~age requ.L..-ed ::to ·be ,offered _by law; and· (8) 
• • ' . ' . . .. ·. . • . • . •. <;· . ;,· -~ • .. • . . • 

any other aUJ1.tmlilObile insw;ance required to be-offered by law 
. . . 

and subje~t tc"-the limits stated,in the law. 

At th~incep:tion-o( .the .n~w_prograrn, companies would be . . -•:._. .. .. ' .. . 

required to: fiJLe wi.th the- Co:rnrnissioner a revised filing which· 

would i1lus-t;.ra:te the .. -redistribution of rates among their· in-

I 
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'i'he l!!le·l::'h'G~ tGif. l:~iW¥;t'ng i;;:n'$tt~~ee surcharges varies 

widely:;, a~ ,,;i:;t j;$ ,;co~~o:ti:v,e te> ,consider .some of those 

:method.$ ~o :=ri~:zlelt~ >-&e -erl~t.it1ee 1 .s propo~als fot' · 
~'~. .;.:. 

;E'G:t" i':bls '117'tilz•~~ ,matik/e't 1:>.us,iness , I • s. o.. uses · 
~ . 

"" tile :f¢llowi~ ;,:l).;t;~~ ~a~~ i,b(D ecmpute surcharges.:· 

- ;. .. ·, .'. 

';Jl:_ 

·-4l-
·i.··· 

'@'~ 

. . 

3 . -

T'.nu.s, an ac:ml:it si~er i-~ ia:~e rating facto-a:- of l.O w,euld · 

_be su:i:cha.rged b,w ~t:~~ _,_ $~t:c:h.arge fac-t:.or· time:s. the 

and 

so :forth) ... Same 1:!:l:~nril'1:$l ~~ne. the su.rcbar-g:e as a per .... 
centage charge ,~ ~ ~ zcam" end other companies us~ 

The assigned rla ~ ~ge$ on minor V"iolations 

· after six !J!Omr 'IWelnde ~t, ~ driv~rs 1 ·base rates als.o 

become-higher. ma.m.y -~lVP' systet't\$ do not vary py class, 

_.-.bue:·do vary:.by'.beri-i.~;;.'·'d.dcinc:rease with driver ·point 

accumulation:- lill.emlce itll:D.e ~ surcharges fal.l on those 

· who live. in higbter..;.~-tfed itendimries.' This illustration 
. ·.: ,.-• ., .· . . 

of i·the ~act '~cil' t:h~" p°Jr~:s:e'mdt. . s~cha;;.ge system has on 

. drivers' who liye' in:· high-rated, territories . shows the 

wide variation in surchai:::-ges thro:ugh;ut the system, in 

both the.voluntary a~dresicfu.a'.1.market: 

i 
j 

i. 

l 

' . . . : . ~ 



Ne·i,.,ark drive:r {ba:se ,riate 
$49$'y 

:r~en:tol';. ,s·uibtllib:.air:i ~':::-i'~v.e'.t 
f:oa;5:e r,:ate i~2:tD4 

Newark . dri-;,.:r:er fba.s(e rate 
. $81.ll · 

'l'renbon dri~>Fer {base rate 
$334) 

$213 

$ 90 

2 

$44·6 

2 

$479 

$203 

3 

$763 

.:?. 

$800 

$338 

,'( 

$1172 

$ 496 

* Rates based on 15/30/5 Bodily Injury and Property Damage, 
PIP, UM, $100 Deductible Comprehensive and $200 Deductible 
Co+.lision .fol:', .a: twc:>--yeap-,'.'old.Chevrolet Nova. 



C~.mmi:':,tee. P:ro:oosa.l 

'I'he Committee .has anaJ.y.ze.d the approach as presented 

in Assembly 95..11 112J and has :tejec;t,ed it fo.r several 

reasons • Firs:::, surcha;rging drive~ s. for all violations 
-·- ~ 

would r·equir.e that .in.sur.ers ;request motor veb.icle reports 

annually f:or each in::slllred ,(roa::- :s,erni-ar..nua1ly in the case of 

,P:roces·s whfuch wo;ul.d ni"'t:ti.lmat,e1Ly r•aise underwi:-.iting ;t:osts. 

Moreov6!r.,, it woulcil. pla,c,e ,airi. :im,due burden upon the Di vis ion 

,. 

at Least ,on.ce a year. Secondly~· the Commit~i::~ r~cognizes. ,the 

fact th.at. ,citations f,oa:.- mii'n.or violations are not always given 

shall use the present :r.s.o. surcharge system, and {3) when 

.s1rc'harges are le,tied, t..~ey be levied on a flat-rate basis, 

devel.oped as a percentage of the statewide average premilJll\ 

· for like coverages .• 

It is also recommended by the Committee that surcharges 

be uniform as to dollar. a.111ounts for like risks with like 

coverages on a statewide basis without territorial distinction. 

In this case, surcharges would not vary by territory, 

or by classification, but would increase with. driver point 

accumulation. 



Ef:F'EC!T OF .PROPOSEI! SURCE.~RGE S'YS'I'EM"' 

( Present surcharges •in Pa=•e!'ltheses) 

Newar}~ 
d.rive.::-

'!'1:entcn 
suburbaJ1 cit:'iver 

:1 .-
:$:98 

<{:$'1:9't3) 

$:~rs 
'( C:'0'.'1 '•) i, 1~s,ii~1¥,._:, 

1(11]:MBER OF 

2 

,$221 
"{$446) 

$221 
{$184} 

$368 
(~306} 

- , .. .- ~ _,' --~ .··.; - . ~ 

.$569' 
·.-.($449).· 

The above example .$$1.ow:s graphically the varia.r:i<::es 

inherent in the p:r:e1s,ent :S,urdharge system in beth the residual. 

and_ VOlUJ:1t.ary mark1et•s iplilld tne mea..TJ:s' by which the elimi_!:ration 
- ,: .... ·.,-.,. 

cf territorial disti~~tioras. in establishing .surcharges. would 

substantially re1dll'C3e \t'lTh'e ;New.ark ( or other high-.rated t::r::t:itory) 

_driver ts surcharges.. T,,'rn:.U:S __ the same type of .surcharge .dis_tri-

market, so that n-o ,r:.is-tt:incticn would be made between 

drive!:"s in either ma::::-ket.:~ Co~anies who do not surcr:a.rge 

preser-.t would net be reg;itlred to do so. 

*. Rates· based onlS/30/5 Bodily.lnjury_and Property Damage, 
·PIP, UM, $100 Deductib1e Comprehensive and $200 Deductible 
Collision fer a two-year-old Chevrolet Nova. 



I 

I 

New Je::-sey, l;i.ke ma~-iy other states. operatas under 

the "prior approval'" .;.system of :ta.te ::naking, · which req\lires 

Insurance, for the .a,:p,pr@v:al of ,the Cornmissione:r of lnsu~aance . 

The hi.storic jus:tri.:f:.lL:o~tci."<:in for this kind o.f 't3.t:.e 

. are pe.rmitte.d ::o share ;sba'tietical and other rate:rt:1aking 

infom,atio.n .in a manner v,i/)hich, if applied to other· type'.s 

- charged with detenunmq that t;.ates developed in this 

:i.ns1...:ra .. r:.cs 

must have a reasonable assurance that they will be per­

mittad to charge rates which will be adequate and which 

will accurately reflect. market conditions. At the same 

time; ;the role· of. the Department of Insurance in the 

ratemaking process must be preserved. The Committee 

endorses the Department;s plans_ to-increase its own 

capability to approve rat.es in th~ timely manner. The 

regulatory· lag which is now a fact of life in New 

Jersey· must be elimina·ted for the good of the industry and 

consumer alike. 
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45 days atter t:<1e iiJJ::it;qg .:±.s ;mate~ or within 4.5 days after 
••. ·~· . 

a corrected f il;ing ·tr;5 ::111a:o:~,, ,or ,4.5" d~ys after the date of 

mittee recommend.s iit'iln~±: 4~e i!Jl!ll~S;sioner 'bE!· .r•eq,J..ired 

annually to •est.ablli:sJ)n :ri."'.n.utitae.s~ ,Q~ rates of change, J:>a:s:ed 

on the aut:omobil,e :m,aI:i:!~.s:nc:e ,iim,-0: repa.ir and t;he rne:di'aal care 

cost components .of ~ ijlnfu:n~ ,States Consume:t:" .Frice IndeK 

' ' 

Ot"..ce su:::h an ~ '.".:.'.:i;;~: lr.ras; ~-ll estabii.shed, an insurer 

could use it as a basi::s mm::- aa rate revision, which 

would take effect 15 dEE:llS3 asEt::=,:r the filing unless dis­

a,Pproved by theCOOD.i~- .The Commissioner could 

disapprove the.using om: ttllre .. fumdex or a portion of the 

index if. he found t:hait tt-1Jre, :i:ra,:ttes charged by the company 

using the index did nqt:. rnee,t:: .ra.t:ernaking standards estab-
• '. ~ '; ,,- ~' ' -· '. ~ • • < .• ' 

lished by law. Ins,urers . womill.dl. 1:?e perrni tted to make 

regular filings for amounts in excess of the index. The 

index is intended to.be an expedited procedure, but is 



::ict. itrt~ertg.~o.-/~~ te a,:~.1i}f.*:9,~~~~~.,1PUi2S'tit;~t:e t9·i.t' t.tiEg noqnal 

f~:t:~~f°k'.i~~ .:p~:9?1:'S~.. · ctJs:i~~ ·ti:h:e.ir llOrtr,a! :rat~aking p.rocedilree, 

- oe>mpanie:s .?"'@u!.ii be r~~ttie!l ·t,:o justify .any ~at-e- incx-~a~e 
··:-. ,;.. 

· __ . made uta~e~ th,e :t~~al!6; as .$ •tte:1; .of pi;ac:t;icali ty j 

·---cotrtpaaie$~1mi~J\1t -ci•m. ·--~ -~'k,e .le$.$ than .t.he al.towable 

alrsunt · .f4z i¢at1petit,ive ~;a8:s~~,.. The .illu.stratio:n b~low 

it'lclliea~es ~~t: ~ii· -~- .iililfflre~~ $'Yf$t·ertt be.en ·in ,eft:~c:t •-

-•· -$inciill .1974~- .:a:ai;,e · ~i:ine:t:ze$1~ ~~ld ~o~ 'nave be$n: a.:S gr,e~t. · · 
.. : ·. . . ··' , 

. as t_h,q.ze ,:a¢tl!l~lly ~~~~ ~ the {;O~-ssi-o~e:t- ,ciVJ;ti;tl9' t'b:at 

~ear-
~ 

1911 
1976 
l:915 
l.974 
AVERAGE 

Tbta!. it~ical. care Component of 
the ConsU4itet" Pr iee Index 

:.\nnual. lndex 
.% Chancre 

B .• 8~~ 
lO. l;i, 
9. 9C/4 

12.4% 
.10.3% 

I!. AVS&.~GE Ai..'tt~AL lt.1!%'.TE OF ~E GR.ANTED SY UlSURANCE 

. .- · OlSPM'l'MENr , ~- ,I.SQ,:1.97~18 . ~- -.15. 0~, {SI and PIP) 
.r •- •-~ • • "• •:' • .,.•• > • • •• - '• • •• _, •: • ' • 

·•.·. · ... ·. 



J..5 EX..~1&L;E•:: ;;;,,:1Jt0 '.'.!li;epai:r and Maintecriai 
. ! :c,omp0>n~nt of · t.he Cqnsume?,: 

'.l,na.:e~ .( 59%) .~·. 
Ave;cage HG.o.r.1:¥ E:a,cn:ings. of Producti-,~n Wotti- :J"fi ,,, 
on tlanu::.Eactu'r,fun.9 l?.ay.r¢1.ls :Py Major In<!u~~} 
Gro,up ( tt,aims ,. 1Ba.t'lll5 .. ,J$ .. :) .( .29%) ; • · : ,, "~?:Hi,,:c:I, •· .. 

Paint Mate;::-;a.ia1:$ 1Co~ponent of th~ ~ol-e$t\;;~:;~,~;~ 
a? rice lndiie~ · ,X 1!J~%) . 

l977 
197:6 
1975 
.1974 
:AVERAGE 

$.;7% 
7.2% 

10.3% 
J.5.0% 
10 .. .3% 

CO~.ISSIOt..'ER, 1974-78 •••• +l.4.8% {all coverages)· 

Hence,: on the basis o:f these figures, using a sample 

. ;t ·; .s· clear that the increase allowed by. an index index, ... ... 

would not result in·rat:es. which were excessive nor would 
.. 

th.ey· super.sede the' normal ratemaking process. 
. . - . ' . 

What an 

index would.accomplish, however, is to provide some 

· 1 ... 1· · - f · · d 1· t 1.· s felt, would regu · ar ra ..,_e r.e 1.e:c . · or companies an , 



~ 

r1-eed:s me>tc; ~,C!;Ultl:l:ite,ly a:~ ·,y,<19:ul,d fe~l more ss;<.;:lJ.·te it th~y 
~"" ·•-• 

wia;i::~ a~s~r~d ·'ti.1lle:1: lth~ ll~ng peri·ed cf r'.etgl:!lJ.at-o,cy l,a;g, wni:cn 

b.iis ;a t.eitr¥ta~llll.C!f t;o u.nde~iti!e th,e ae·oure.<!y o:f ·the ratemak,ing 

proc1e$.S,, :r.~ol:.;l,:lii. b.e. :e1.iJtl!i.nater;a, ~d :that lt~t,e cha:n~,e,a ·w,~-'!!ll.d 

be .a;sw,~Uab:.le .en a -:c,eguliar .:basis. C:ons\U'ners WO'.i,,1,l~ heftl.efit -­

fretn !6$l1ll1L~r ::e.a~e incree1;sesd even though th~¥ mi9)'.lit o¢c~r 

provis.ica woul:d. belp to r-e.$tt}J:~ .. :tl::e_ .. lllu't:,uaJ. .. , trµst .. ~fld _.con,...,.< .. ,-
· .. ,; .., ... -,:·._·.--· 

f*•~~ 44 a .4 .. t&-lf .. au . - #, ; ; . l( ) 



.._.. ;..._, •• .,,,,.;:.,;,:..;.. ~- •C., , ...... ,,. .,.----~·- ~--~· .... ,<.~.;.:....__ ·- % _ ...... ----.»~·:: ~-- ✓ .•. · ~ - ~~..;<:.--~:-.,,_ .. _ _, .. ~. 
---- : .. ~-- ~~~.;,;_ . .,,,-..·.•""'~-_,._ ,, 

cps~ .•... 9qNTA:t:~~t11: 

~'.)--i:'.<\U~T ~rO:B.?4 

· -'fl-i? #ommi:tt~~i _rsecosirni.zes :t:.he ~ont.inu.ing :ne~essity oi .. 
,., . ·,,. .. ' ·-'·' ~ 

.. ·. -• . . 

.attemptin.g t.G>. contain ·Co.sts w;i.t:hin the automop:ile instt!:anc:e 

system. While it d-i4 nGt sp~cicfi~ally ~tu.t:1.y tbe issue of no­

fault refot:r.-t~ it recogni:?es that su~h ref.orm is es,sential if 

,,ac:rmp~ehensi ve refor;fn of the syste;m as a whc:,l.,e is to he 

Erffeet.i vS:. · 

• • ,i: · •• 

""""'' ......... ,.-·- .. -

Ne..-.Fau.lt St=v OOtnnli,cS:Sion esct..ablish-ed '.by the Legislat~e in 
· 1977 and by _t.h-e- ~s~ly Banking an4 J:ri:su,:.-.ance Committee; 

several bill.$ ai:e . pl:'esent.ly :pending b$fo:re the tag.islat,J:re cm 
.,,,. 
this subje.;:t,. Th,a Committee ur:g•s. that. prompt a.tt~ntiori 

no-fault latd be unde.r:tak,en .. 

in l:973, a n~ber of significant court deci.s.i,on.s as well as 

inflationary·pressure on.the economy have emphasized .the r.eed 

for the review and amendment of the law. '!'he Committee 

beJ..,ie~s:· that :these ':areas· have .p~en· well· identified and urge 

prompt action _in.this. area as part of a general automobile· 

ref orrn pa~k-age. 



The Commi'tte1: h.eli:eves it to .:Ce e•s$ential that its 
~~ . ·. 

re:c:om.-nendat;i.o;ms 'be ·C:ons.ide;r1ed a;.;; a totai package ,bf r,eforrn" 
• . 

To ·nra:ke ,significant changes in one area 1 

mech:ani.sz.a ._,m.::.,i::.i:".l :li.s pr,:e{Eicated upon the assu.mption that the 

. .. ' "'...,, .r>~ Kep~. a.5 s:n·a.1._:. as 

pcs:s.ih.le; the: -wast m-,ejority iof risks should be written in 

•fh.e volu.nt~ narKet.. 'This means that companies must have 

some assurance thaii;: rate 1.evels will be reasonably adequate, 

and that.. the·· 1.ong delays in the prior approval pi;ocess will 

be el.iminated. Mequ.ate rates have an important bearing on 

t.he size of me residual market both because companies are 

. unwilling to: write· a· large amount of new business at in­

ad~quate rates and because they are precluded from doi.ng so 

if their surplus is inadequate. 

-r.: 



f 
f 

e,an effi-l;iient'.L,y haimtilJe :r:is·~s which ,are inadequately .rated,· but 
. ~ . . . . . . ·•. 

whi-cn ha:s :~ iswsibsm o:f ~:e:~e+Q~t an:4 kee_p•olt3rt- •c~~ij.ii;ts,/wlhich •~ii~: .. 

fOl:C!t:e -cro~,ani~es 1$ li>e ooe:r~ diisc:rintina.ting in d~ciding to ._ 

l.lndeNr;ite .''.r,i,~'k:'S .·;il'"! ,¢lrS::'$1$'.l.f:i-c~ti.1>ns. and terri tot'ieI5 1,,1hich 

they m,ay 'ha,;r,e .,f-o.~~ly r~::i~ct:ed out of hand.. 'i',err;ict.oria.l 

an:iil . cla.s,SJi.fi~a·t!,en ea.li::ng •a.trd sul):s:e~'t$:nt: lt}ng~r-t~!Z'.ttl z,,efotm 

in this -ar.ea $boa.i1d. ;Ia"c;;,it be ¢¥lttii"bined. wit;h a res.id:t1al. rna~ket 

mtroh;sni.•rs1ll ~!'\'$ ·~l)l~~t"ie$ x-i.sska; t:o b,e ,;,du.mp$d.J' .:j.ndi:$¢~i~PA~$ly, 

fo.r-egoi:ng £:ll:t)',~ :.undla~4:tt.tr.,,g by comp,~tti-EUS , and cai;;ud.ng ~be 
e~.$~·-::olf ;7c~ik'.~ifuiij • .. ffiia "a~nisi1f'" t-o:"tie$-.... ,.,·tn · th-e' '\liong- ~" -

a. large resi~ gat:ket v.i.U ea.use the homQg$'1i.zatioi:i -o·f 

~ . 

-rat~:s and will it~ t..~ f.ine ~et.itive -edge awa1 £.:-om 
-~ . 

·the insu:rance ~~t: ~~-eh ¾11tiuld notmally -w-or'i<. to force . 

In snort. what: is needed in New .Jersey is a well .. 

integrated insuraneemarket·whi.ch functions effectively 

and which .i,.s care£ul1y monitored by an ins-uiance department 

\~hi¢h has,,~- suf:fi.ciently· Large and·well-ql.lali!ied staff,. irhe 

power of the Camm.issioner to •appr~ve rates and to oversee the 

:operations and financial·solvencyof companies s~lling 
. . . . ' - . . ~ . .. . -

. insurance i;n' New·: Jersey is undisputed:: the .Comrni ttee has no 

{ntention· of re·coininending· that any of this. authority be · 

reduced or modifi~d i?;-any manner. 

:. .-- . 



Tr.e correnittee believes that all ins1.1reds in New Jersey 

deserve eq.1.itabl.~ treatment, an.d that consistent and ongoing 

ef-f orts r:r.J.si.:: br made by government, by ind'..l.stry, and by 

i:::onswners--t1:remselves to·assure tha,t this eq,.J.ity :exists .. It ,, . 
' 

Efforts should be ;rn.a,ae :to c:ontairt costs throughout the .,System 
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j 
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-E~~~C't' CF .. SJ•f\S,S. ~,~','l;) · 'I'R8,,.i\\ITORY .. CAP?UfG,. 

,\i'-i"r) A QNF,:-:-,-'l'::C,;;:R. RES:DJ.JAL _MARKE'r 

Assigned ,Risk 
{Pr.es~nt}-

· l:$ ye,ar old. male 
,tiri v-er ,, Mewa1ek 

11$ y,ear oJl..d mal•e 
_c·drivel:"., i'renton 

s·ubur'.b:an 

Male_, age 4'0 
. :. long d~ive to 

'Wlc;.rrk~ Newark 

t>"..,ai,i • age 40 
Lcn..-g drive to 

-work# Trento:n. 
suh' .. lr'ban 

Pr,esen:t 
V.O.l.!J<nta:rff·* 
·c;s .. ~.-

780 

Without 
Violation 

o.r 
~St:id.~IltS 

'$1769 

745 

315 

W:i,th 
Violations 

or 
A-;cip.~nts* '"" - .. . . . .• 

378 

. It should be noted that these rates are rough estimates, 
·•- ·-:·: •••• , • .. ••• ' ·: •• -. < • • • : • 

and are intended to illustrate th~ relativities involved in 

. the pro~s~d changes r_ather than the actual figures. The 

Commi'ttee b·elieve·::i that these re:forms are essential, and _. . . ~ ' . . . . . . . : .:·• 

.- urges the_ir ,prompt· _consideration by the LegislaturP-. · 

344 



C.ompar.iscn of Rat;es Shewing 

Combined E:ff·ect of Class Capping, 

Territory Capping anct Rating Residual 

Market at !.s.o. Rates· 

I 
I ·, 



Exhtbi t CO 

Clas$. µe;:.p.:i;tiz,~ 
- ·--·.. ··.-

-~ 2 .;,. stne;le ~~e .Age -.i2q ~~d;.~ ~~""'atot, ortve ~ ¥:o/t'k .. 

C1a-S$ -~ "" ·Stn~1e · Pale 1-.ge ':i,"!l;, '.!'rl,.nt;ipal ~~tor" Odve ta, Wort(,. 

Cass 4 - ,$1/..ncjle .Fe;r,ale P._ge l\8,7 Pd.nd..pal ;c:pe..~tor, ;On-v:e to Woi:k .. 

Cl.as;s s -~ :S.i:ngl~ Fe!r.a.le Age '22.t ~r~pal. Cpe..""'ator, £htive to ~\bzt:<: .. 

_ :,-11 Cla$$ 6 - :=11it~.::. ~~ ~, OriSM ti:>~ ·1-;. 

: . 
~, Class i .... '.S;ir..gua t-'.ala Age -!Sir ~bt Pr...nd.pal :Ope:ra~, Pl~ bse~: ,;._ ·•-• ' . ' 

·l cla:n' e · :. Singi~ Male i>,;8 22. -·~ ~~- Fl;.;;;:,;\;,..._ ~r Class ~ .... Si...ngle Me.le .Age 21.-- ~iet ~pal cpe...~to::, ,S,lea.sure Use .. 

·1 C~,;;.S\s' 1ij - }t:;med terr.ale P..ge lB, p~~pal C?a,..r.atc::-, Plea::ri~e !JS~,. 

1i 
f_·· Cl.a$$ ll ... t,ir..att£-ed Male Age 25, ?r....i.-""'lci:pal Cperator, tri.ve to ~brk less 
f ti:~ 10 wiles e~ wqy,. 

1,·: __ .: ,ri';:,.-_""' 1-1 -· .M::i1ie '°'.-;:;, ,,_,., i-,.,...; C - ,,._.,.._,_ ..,. 4-\i 1!"\ .,..• 1 a ,ao_;,i,-.l--, •=•7 ' ~... - ~- r..'::1--- ~•.; r ::..:...,.;..'\-,... ·....,_., ,"I!.,.;;;;.;,. rro ... e 1.....a."1 ;__, .,.:::.....:e- ·--'-'--~ \.ii,;;._:, • 



I ··~ ;:o 

I 

Territoty· 

Hewark. 
Jersey City 
Cmrden · 
Orange 

Sol\th ~gen 
Paterson 
South West. 
Newark Sliburban 

Nf:W Bnmswick 
North Central 
Plainfield 
'l'renton Suburban 

$1,795 $1,769 
1,319 1,295 
1,283 1,251 
l, 2l,l l, 214 

$ 919 $ 923 
918 913 
863 859 
896 899 

$ 793 $ 797 
767 713 
780 790 
744 748 

$2,224 
1,614 
1;300 
1,561 

$1,174 
1,139 
1,057 
1,089 

$1;024 
940 
959 
919 

$1,266 
1,192 
l,180 
l,ll,1 · 

i?J. 
'i' fifjfj 

056 
805 
836 

,., 
74{) ~ 

716 
720 
694 

(ll,32fi $1,3.38 
973 900 
950 949 
mH, '920 

$ 616 $ 694 
676 608 
642 652 
663 677 

$ 587 $ 601 
569 586 
5'75 595 
551 565 

*Plus all applic,lhle surd1arges; for acciucnt~, ,md 111.z.ijor violations. 

$ 884 
858 
802 
818 

$ 772 
711 
721 
693 

$l.,o56 
993 
969 
941 

$ 114 
712 
676 
698 

$ 618 
599 
605 
580 

$'929 $946 $1,171 
679 693 858 
6€i6 675 743 
633 653 810 

$4?3 $485 $ 618 
471 4£13 598 
455 466 568 
464 477 573 

$413 $424 $ 542 
403 417 502 
402 418 503 
388 398 488 

KIOTE: Rates bused on 15/30/5 PlP, llM, $100 Ccwp1:uhcnsi.ve and $200 Collision· for a b,,c year old Chevrolet Nova. 

~:740 
693 
679 
6G(i 

$49U 
t196 
479 
4fHJ 

$435 
425 
423 
408 



~12t:ni. ,!~l!!~ 
'4 

c~~J.son of twtmi fH10i-Jlng Ct-nbtnuti ttffit:t 0€ t:lt1sa tfopp.1n~, ~tt'ituty ~'Rf'f)inq & 
.. - - '11 1 t: ift"; R ,r;ij ft - l ~ffitlt · ,. t -9 6 . -- t; "., 

_ ·- . · · ··_ -- . = .~L_;::_.;,.:..,U., • .;,.!•~:;;.;.,!:£1!,,.a1a, . .,.~~~--'.,J,,,'.s,f · L ~~--@..,.. '=•••=· ••._.•.:.=• •=• -,...., .... ..._-,.._ ...... =··-·•=•·=' •.· ..... ,.:cav:n 

J. , .. ' '\•' ' ... - ' ' ' 
Cl 

. -------Aslll'.· _~S'.""!'_l.;;;_;;.;_ ~~•--r-t -=->--=="""--=--
_. _- class 6 

~··~•; . .:.,'.;,U~;~~-~~• .,_,: .....,__ 

* !:~fl19n:~;µ R1.~\ 

'· 

·1 ,· • • -· Vol·~* Supp. " UJ.~l)• * 
'l'erri~o£x. '< · ·.·:I~,'-. II_ . · ·..:..._1 · · 

.,. 

_ 'Newark _ . · .. $953. 
· , . .Jersey: City· .. :,;g:: ,·· 697 

_:- 683 
··: 649 

$1,074 
784 
691 
156 

r . . 
~:-; : . .\ South Bergen $486 $44$_ $ 562 .,-.J 
_ip' ,Paterson 485 443 543 

--

t,11w 
nm:t~iri\ 
,..,:~.~~.;,;:;,.•~ 

(OS,tl 
'/U -
M'I 
MM 

$5:t :i 
sn 

f7Jl · 
Sll 
l25 
500 

$l?2. 
l'U) 

$1~1 
-6~~ 
lilt 
@t11· 

$.tM4 
,1'.}Q 

,;;tt;;L - ~t1tip. supf>. * 
IBO :n· 1 
~~-:.:.-,;...__;....:; ~-... ·....;;. -~~ 

$616 $691 $850 
4,1 -lb6 62D 
471 417 t41 
44f 47~ 601 

$154 
J$tj 

.; ,_: South West 46'7 433 523 492 l62 
J65 

$354 >' 
350; 
345 J 
346 ':' 

.u1 
41.:l 

$392' 
389-
382 
384 

f;UJ 
331 
326 
l21J 

34!~ 
34-6 

$4i}l} 
4JO 
417 
4·13 Newark Suburban 477 439: 522 502 

New Bnmswick $424 $392 $ 494 ~;447 $)26 $311 $l~ll $343 $2~4 $311 $391 
North Central 414 384 458 ,1 '.16 319 lOi )6,6 l3ti 288 106 366 
Plainfield 414 384 450 436 U6 303 362 331 204 .. 303 3'62 

-- ·Trenton Suburban 399 368 446 420 306 2!t2 l-5) 323 276 -292 35:1 

~! 

*Plus all applicnble surcharges; for accioo1ts and 111&j;c.Ht vi.ol,1tions-. __ 
• • •{ :! ·• ... •• .:_,I_-: •_ •:<: •_; '!·, • .· ~' 

NOl'E: Rates based on 15/30/5 PIP, tlMi $100 o ,np:tehifil~d Vi:'! and ,$200 follisioo · fCir a bX) year old Cltev:rolet Nova. 
i . ,, . 

. . J j ,·. 

'''.° ·. -1; 

'·.·· :~ .- ' 

. ' :~- ~·--= : .. 

.,, 

: .l~, .· .. 
. . : . 

•r..j·:·\~~;_· __ ,. ; ,·:· .. 

$5:'.3 
4H8 
401 
'173 

$J51 
3ti8 
3'4•1 
345 

$309 
}03 
299 
291 



I .. 

. CX) 

q· 

' 
· Territory 

Newark 
Jersey City 
Carro.en 

__ Orange 

South Bergen 
P9terson 
South West 
Nc-wark. Suburban 

. . 
New Bnmswick 
North Central 
Plainfield 

·· 'l'renton Suburban 

·:: .. 
' ';J 

'.1"-?Ml ~~~ao;q 
1 . 

Catparison of l~h):i t:hotJ_in~J Cctrl)lnod Effect of Class Capj.tdng,, 'J:ti:t.titory Cappi11~J & --------=---~ ... 1::{l~'i!mL!~-0.!~~.slrn:il .. M~td~et: f~I. S. o. ___ R ___ a.t-'"e~s~· -'--'"--------;;.................:..~--'---=-

.. ,: ;; .. ~ . , 
•tfl'• Class 9 

Vol.* * 
¥si0n(,.,~r~-

!g_)_ 

$1,349 $1,284 
991 940 
967 915 
915 883 

$ 691 $ 
. _688 

.653 
674 

$ 597 $ 
579 
586 
562 

667 
658 
630 
650 

579 
563 
571 
542 

$1,596 
1,160 
1,008 
1,121 

$ 840 
814 
767 
781 

$ 735 
678 
686 
662 

$1,()"/4 
11011 

l 986 • 
964 

$ 727 
724 
688 
710 

f; 629 
609 
617 
592 

i;,!)29 ': $96'i , : $1',:201 
679 . 709 . . 8'75 
66fi 691 760 
633 667. ½~46 

;:;,r,3 

"il71 
455 
1Hi4: 

:;;,:i,13 
,H)3 
i-]fJ2 
3U8 

· $496 
494 
477 
487. 

$435 
426 
428 · 
407 '.: 

$ .630 
610 
580 
!;;85 

$ 553 
512 

_; 513 
1 498 

$740 
693 
679 
666 

$498 
496 
47S) 
488 

$435 
425 
423 
408 

Vol. Supp. Supp. * 
lSO I! I 

--.:.-· 
; 

$582 $659 $815 
423 482 594 
419 413 519 
400 458 578 

,· :'1 

,. '-"~ ,' 'i 

$295 $337 $425 
293 334 412 
2"92 329 399 
291 ... .. 330 395 

$2Gl . $296 $375 
2'57 29J 3§1 
251 289 346 

- 245 
.. 

278 338 

*Plus all applicable surcharges; for accident:, llnd 1w-:tjor violations. 
' -

, NOI'E: Rates based on 15/30/5 PIP, lll-1, $100 Curpn:hens.ivo imd $200 Collision for· a two yea:i:;- old Chevrolet Nova. 

!•. ~-'' "" ._: " 
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~i; :I:', 

NEM 

Hate:: 

$466 
432 
-428 
421 

$311 
300 
30£l 
30G 

$275 
270 
265 
258 



• c.-.-,ark . 
J¢+"sey City . 

.. · .. ·· den 

... ·ge 

.. 
SouthDergEn 
paterson 
South West 
Nc....,·ark Suburban 

. 
New Brur.swidc 
North Central 
PlairifiGl<l 
'l'l:Ghton Suburban· 

Class 10 
__ .......,As".· ·-..,s--1-·g·ne2t"""' .. ~'~fiI§E · ·--=='"•·~~,,~ 
Vol.* Sup[).,,. fJur1,,. * Nt:d 
·1e-0 _!!_ ..... 1.==-- . 'B!lJg:&~:_ 

$582 
. · 423 
· 419 
.400 

$295 
293 
292 
291 

$261 
is1 
251 
245 

. $659 
482 . 
473 
458 

$337. 
334 
329 
330 

$296 
293 
289 
278 

$815 
594 
519 
518 

$425 
412 
399 
395 

$375 
351. 
346 
338 

stttu 
43il ,nrn 
tl~l 

$311 
309 
308 
306 

$27~, 
270 
265 
258 

$6~56 
417 
if~tl:. 
1Mf1 

$2.9;; 
28tt 
21J4 
27f. 

:$091 
$(Ha 
tJl7 ,n, 

$354 
3$0 
345 
34,p 

$311 
306 
303 
292 

$850 
620 
§4G 
titli 

.$444 
I 430 
' 411 

41.3 

1$391 
3'66 
362 

:, 353 

*Plus all applicable surcharges; for accidents and ma.jot vio1at.i.ons.' 

$523 
· 4.88 

iiitfl 
473 

$l5t 
'.348 
344 
345 

$309 
303 to, 
291 

*7BO srs, 
5~tt 
sJl 

$197 
·:as,S 
185 

·390 

$348 
3110 
337 
321 

$145 
544 
538 
ta! 

$382 
'Ji? 
Jn 
313 

$336 
328 
326 

''315 

$910 
66J 
590 
64\ 

$47"4 
45'9 
447 
443 

$418 
390 
38'1 
37-8 

Rates based on 15/30/5 PIP, UM, $100 Cctnprt::hr:ll'1.sivf1 J!t)d $200 Co1U;don fot a two year old Chevrolet tloVa. 

$621 
582 
5F2 
561 

$410 
416 
405 
410 

$367 
358 
355 
344 



.Al, terna tives 

... · . .,· _ _.. 

·.,, 

"!•· 

... ··~i:,~ 

·'fK 
A<:11 
~~"' :.i.. 1; 
~ ... l 

<. 

l 

T 

t 

'!ft•t:,t~ 



1'..o.::id~t/'Violatim 
Su:i::t:..~e . t.J.~-rr-4:-tj. yi;:s 

(~~.t,.',cd !) 
a~--- • ' • • "'•-, ' 

0 s~"1a,.~es "rdf w r,=it:~eoey .. 

. . 

£x.~i:j=: '£1.;. ·. 

• s~~ar.ges .co n~ ··~"1? b}· classifica.tton. 
" s~..axges ~eas:e· wit::..i. .d:eivar ·:r;x:d..rit ac:::;u:tn.J~t~c:n .. 

--~ 

F:1..§t 
S~d 
"~ 

t~.li; or ttc~ 

40% 
SO% 
'60% 
~toi 

$4"1i~~. '4:~~i~,l$y$~ .. f~~~~ •.. l:t). 

·· s~~e$ ·d.::> not ,ta.r;l .cy tA.r ~,.1.1.:oey. 
• 'SilrC-~"'Ves do not ·ve.~. by ci as$~ . . ... ·. < .·· _ . · .... 
• S~-¢h~es 47.i..4Et~l'ie. mm d..~ver p(;)i.11t ··ae~ti¢n~ 

~~-s4· 
~~ 
;tfr~~ 
Foii ... ~~ :~tJr .tc.ra 

.40$.s 
.50% 
60~ 

• .Su:::,...;.z.ar:;'.'"!;:!S do r.ct ·•,ra.7.. b'.:f t 0 r;:::i ro"'"'J. 
• SurdJia..-ges c.o net vat}" by class. 

soi 
150% 
220% 

• Su.11..-t;!"'arges do not inc:rease fpr · successive points .. 

Fimt 
.... Set:::c.nd 

'Zh.L.~ 
Fourth or mre 

Point Cha...-ae 

4S% 
45% 
45.% 
45% 

:45% 
90% 

135% 
180% 



~ 

N:$i Jfu..s:EY 
,Ad:it"'.1:.'lt,/Violat.ic..'"'l 

f~~~~ i#\JJ:~ti ves 

,) ,?tt,ett:..~ 

'!C .· 
II 

;n:r 

i 

.·.$3$8 
-~-- . 93 " ·· ·: u.o 

. $446 ··. $743 · .. • · $1., 08~ 
·221,:., .·. 368' · ·539 
221 331 441 

Jersey Ci.ty _ ~-" .i":'. . .:. . -· . . .,. . r .. ·. "jr[ .~J46 _. ,a 
·.uo 

. $329 
221 

. 22l 

$545' 
368 
331 

.$ sos 
539 
441 

Plainfield 

Tre.'"'lton Subw:ban 

III 

n 

r 
.n 

I. 
.rr 

.!r.t 

:r 
ll 

Ill 

r 
n 

m 

I 
···II: 
III, 

• J-i' 

)$.14l. 
$'8 

. 110 

98 :uo .. 
:~'ilJ2 

98 uo 

98 
110 

. 
.$ 83 

98 
110 

$ 86 
98 

llO 

$·82 
98 

110 

$318 
221 

. 2.2.l. 

$2.~:C 
221 
22l 

.· $222 
221 

$187 
221 
221 

$194 
221 
221 

. $184 
221 
221 

$53'0. 
.3,68 
331 

.. $382. 
36$ 
331 

$Js.-3· 
.:368 
331 

$312 
368 
331 

$324 
368 
331 

$306 
368 
331 

$ 777 
$39 
441 

$ 561 
539 
4d.'il 

,, :,, ~--·· ' - . 

$ 

$ 

$ 

t:_·~tl 
,_,i ..... -

4-41 

539 
441 . 

458 
539 
441 

475 
539 
441 

, 449 
539 
441 

NOIE: . Cost baseo. en· 1.5/30/5 PIP, ·. OM, $100 · Cutprehe.risi ve ar.d $200 Collision · 
for a two year old_C:'1.~let ~:ova; adult operator, pleasi.ze t:se. 

I 




