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‘Adopted Jurne 12, 1378

Whereas the Assembly Banking and Insurance Committes

in the course ©f its delikerations on the automobile insurance

reform proposals presently before it, authorizes the appointment

of an ad hoc committee to assist it in such deliberations and

' to present tio &mekbsmmitte, no later than 45 days after the
date of the adopti on of this motion its resmmmenmatiens for

o

utumab,,e

#insurance reform, including, but not limited to,
a+emaklng, ‘the pesidual market, and the risk classification
venﬂ tery 1tcr1a1 *atlna system.

%me;@@;h@c-mmmmzttee shall be appointed as followe:

Eugens Bedell : * New Jersay Senate
Barry Parker

Samual Hager No-Fault Study Commissicn
. Ge@rge W’ Canne1¢

Wa*tev Bllss* e,ydﬁ R Department of Insurance
. Phillp@ Stern* ‘

_;_alexander Waugh*. ‘yGovernor'é Counsel'

VeJack.KVernland | ;:eA\r. o Prudential Droperty and
. L e e _Casualty

~Michael-buncan~'5"ii © 0 Allstate
W1~R1chard Nelley 5*ﬁ:fj3A‘j;;3fiNA
Timot hy Coakloy S Insurance Agent

- Jules Borrus . .. . ~.. . - ' Insurance Broker
*:Frank Slracusa " -~ Insurance Agent

LJames W.. Bornhelmer L f 'v .. Ex Officio

'* These 1nd1v1duals took part 1n the dlscu551on but dld not
vote at thelr own. request CiL : ‘ -
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VOTING MEMBERS OF

THE AD HOC COMMITI

STUDY AUTOMOBTLE

INSURANCE REFOIM

Acdubato

ivermland

ick
on. . Barbara Curran
icrn. Zugene J. Bedell

“on. Barry T. Parker

Zon. James Bornheimer
Ex 0fficio

Prugential Troperty

- { R=-Partts of

{D-EssexJ i Jersey Assenmbly

and Cz:::lty. Company

Parts of Morris, . Mew Jersey
migm/amﬂ Passaic)

Assembly

(D~Parts of MonnOutH HESS Senats=

ddlesex)

Senate

nurllngton, Nz Jersey
¥onmouth and Mercer)

Middlesex)

{D~Part of

i
AT Y - — s o
Allstate Insurance Company
AT oy = - H ES 3 I'al P
No-Fault Study Ccmmissics

- Insurance Company of North smarica

Prcofessicnal Insurance

'STAEF“,

Peter P Guzzq_-

Laurlne Purola
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The purpcse of ‘i

weport 1s to present to the
People, Legislature, and the Gcwernar facts abcut the ‘ _\

auto insurance System That will arouse in them a fe
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$l795 00 whlle _ueir *wmn SLSters 1living in anothar
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and the same_good driving record, pay $2u5.00.

This is not fai 3 -
T o  MICHAEL F. ADUBATO
 CHAIRMAN - |
Ad Hoc Committse on K

»fjAutomoblle Insurance Reform




INTRODUCTION
o

‘Honest men can wﬁﬁk>rbg§thér‘and‘still honestly dig=-

agree. It is with t;£5jprémise in mind that I submit that
the recommendations of ithe Ad Foc Committee +o S+tudy the

B

omobile Insurance Problem in New Jersey ard the

Administration's proposed automobils insurance reforms

'~£al1’@ay Shortsbf,ﬁea“fmgfi, *he real problem in the

%em‘t@ﬁay‘%~‘built—in inequities.
Theref@me, it is my pb;  .
Boc Committee, anﬁb airman of the Assembly Banking

and  Insurance v@mmﬂt¢e~, te &nﬁieate why‘the Ad Hoc Committee's

.reccmmﬁndatlons are 1m,deqmate, ‘and present my own rccomnexda~

tions for addreésing the meal preblem of built-in inequities.

<  aut@m@b11e 1nsuranc vrates have 1ncreased Subs+anb1ally,
'tbe spread of rates between the various classifications

- of muterlsts and gaograwhleal ratlng areas has beccme

1ncveaszngiy burdéﬂééme and remalns w1thout juStl;lcation. -
,Nuthlng has been done to remedy this 51tuatlon, 1n splte

:¥°f the fact that the need to ellmlnate wha ever 1nequ1t1es
‘;that exlst 1n the automoblle lnsurance ratlng sys;em wasyw:

recognlzed as early as 1973 in New Jersey

ORI




EXCERPTS -FROM:

B %C A

SENT m 6 's»‘«rs*r:*a ADDS S*URCHAR‘GF
UPON SURCHARGE UNTIL INSURANCE TS PRICED 2EYOND THE REACH OF

INSURANCE RATING evsw—:m IN ORDER I_Q__Ej_m_I_NAIE
UITIES EXIST. IF THESE INEQUITIES CAN BE REMOVED
| LATL mzw cm EXPECT 70O RL.CEIVE sum




The Ad Hoc Committee was also established because

ef the inability of the Department cf Insurancs to prcperly.
pefform its statutory fnnetion to regulate the automodile
insursnce industry arnd to provide an e@uitable and just
automobile insuran@e system to the motorists of New Jersey.
It i¢ a responsibility sf’theALegislatLre to provide proper
direction and support services to, and maintain general
oversight of, the department.

| This is npt the time to ook back, however, and harp -
ocn ‘the laxness or ineptness cf the department or the
.shortsightedness of the insurance industry. If the state
does not act to revulqte tne 1ndustﬂv and correct inequitie
in the automobile insurance system, Congress will act. The

challenge remains to the state: vreform the present autemch

: . . . . -
52 8 1y e o o e - e e E N -y - -~ e w2 im e e i g g
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the system and replace it with a new one founded in equity

While it Was snngesteﬂ a+ one of the flnst Ad Hoc
'Colettee meetlngs the eommlttee ccn51der the levelling cf

X2enses velat‘ng to the writing of automobile insurance, a

ff,declsloniwas'made‘thatithls»waS'unnecessary'because’the

-cmmlttee would recommend the capplng of 1nsurance rates.

-~

:jhls belng the case, I felt 1t to . be my respon51b111ty, as
_yhalrman to gather and analyze the data necessary to

.fa°°°mpllSh the levelllng ‘of - expenses.

- In.a11. falrness ‘to the members of the Ad Hoc Commlttee,

i didteis roinse




it shoula be noted that because of the length of time it
tock for me to gather_aﬁd:analyze significarnt data‘beyond
which the Commlt ee had available for its report, the
Committee was not given the oppocrtunity =To vote on these
prcpoeale. .Howeverg z ﬁave been speaking to individual
members of the Ccmmittee and they are informed as toc the
1merits of my prOpOSale In effect,'while it is‘necessary
to reiterate that they have not formally voted <n my
‘recommendatloﬁu, the Committee's members have indicated
& willingness to cchsider them. In reality, the following
recommendations do not cbntradict those of the Committee.
but in fact are only an ektehsion of the Committes's work.
My prqposals are an attempt to make whole the system

of autononlle insurance in New Jersey. This car

3
s

{(a) eliminate the ineguities cof t
mobile insurance; (b)_reform the present residual market;
(cﬁ‘reform the-pfesenf éatihgcs§stem§ '(d) eliminafe the
inequifies of tﬁe present premium surcharge system; and
(e)rcdhtain“;hejcpstlof all‘components of the automobile =
ineufance package. A discussion Qf;eachiproposa; follows.

C %y,

T i_{;.A_PFORDABILITY oy

The state mandates ‘that every ‘owner or re°1stered

: owner of a’ motor vehlcle reglstered or pr1nc1pally garaged




ih‘thls.sta e must malntaln motor vehicle liability‘in-
sﬁrance coverage. Addltlona11y, prlvate passenger autcmoHlle'
liability insurance pclieies:must provide additional personal
’1njury protectlon bene:;ts, comncntv known as no-fault bsnefa s;
‘Becausefth£~stat£'manﬁates'sueh c@veragas, it has the responsi—
bility oa,maklng sure»every qualifisd New Jerssy motorlst can
*aff@md them.

Undet the "prso“,app“cval" system of ra making

utilized in Newaersey”‘i urers are requsred to file

.prop ssed ‘rates with the Department of Tnsurance for the

.

approvalaef'fke T wer of Insurance. The department

iz charged -~ statuterily -- with determining that automobile

insurance rates are not “unreasonably high, inadequate,

cr anfairls discrim*na*mwy.‘ While it 1s true that the

;rati system 15 hat eaen matorlst should Day a premlum
7that ref Wsnts hls potemtlal oF belrg in an accedent or ofJ
suf:ewlnb Less t@ ‘his car from theft vanda L ism, fire,
Tﬁstorms and @+hev causes., Ba51cally, three ‘met heds'aretf

used to. achleve thlS'» (1) the state is lelded'into a"

Sy

number @f ge@graphlcal areas called ratsng te r*torles,

V.each of whlch is assxgned lts own set of base rates,
[(2) drlvers are d1v1ded “1ﬁto.Varlous class flcatlons, such as
:'age,‘sex, marltal status, and occupatlon,' ‘and (3) the ratesff

ffor coverages that protect the vehlcle ltselt (colllslon




and comorehenglve coverage) are based part ally on’ the

value aﬁd acc of the car. [Of course, a motorlst s prem-um

isAalso affected by the coverage llmlts he selects and the
dedmci131ES ne‘chOOSes.' But this is an individual's choace.}

While basing rates for collisioﬁ and compreheneive
coveragea on the value and age of an automoblle is justif :x.cab’J
I question the'relationship of territorialirating areas

‘and driver “laS:lflcatlonS to what 1s'*he potential of a

;moforistrber in an accident or of su;xer-né loss to hls
~car. BasingﬂpremiumS‘on such methods has not been justlfaed,
by aceident etatiStics. anouvhout the Ad Hoce Committee's
deiiberatiome I thallenged representatlves of the varlan
comoanaes to 3 etle thelr methods of deter mining rates.

I-am still aWaltang thelr replies.

et
5
o

+*he

the
inequity and eccnaendcd both short-term and long-term

SOlLtanS-‘ “he long—term solutlon lS to stuay terrltor’al

The C@mmattee s recommendatlon for. a shor*-term

eoaufion is éwo—fold.‘ (1) the a\.n:cmob:{.lt= ‘insurance rate
charged to nn 1nsured by a company shall not exceed two
,and one;half tlmes that company s stagew1de average rate
for an 1ns;rec w1th the same rlsk claealflcatlon

characterlstlcs and coverage w1thln *he same terrltory,

exclusxve of drlv1ng record surcharces and dlscounts,"and




( ) the automoblle insurance rate cha*ged b] a company for

any territo ry ‘shall rot exceed one-and-one halt times that

3

company's statewide territorial average rate for an insured

with the'same‘autOmobile,andpeoverages, exclusive of suf-
charges aﬁd disooﬁntsm‘ This short=term caponing pecommendation
is wholly inadequate. ‘It oﬁly goes to the limited extreme
cases of insuraHCE’natES‘Ehdﬁdoes not adcéress, even as a
temporary solution, the internal inequities of the‘rating
system‘:‘ |

Fo* ex&mple, wh en the Ad Hoc Committee's capping proposel

is applied to Insurance Service 0ffice (ISO) business, which

files mateslwith the’®epartment of Insurance for 240 of

P

th@‘ﬁﬂ@ automobile nsurance compan es doing bu51nesa«ir the

ateg only one geographic aL rating territcry (out of

By ~ T mm et R e e = ; 4 = A £ 517 TQN
and wnly sium claszificgrions of mctorists {(out of 217 ZI8D0

eﬁassifi@ations? will be afFected "To put it another way,
all mewark drivers and a ma]orlty of drlvers under twenty

years of age *hroughout the state w1ll have th rates

'tmeﬁmced;, Thls amounts to three percent (39) or app“ox1matel?

‘@”,@@@, of the state S - drlvers. At the same time, however,
ﬁ&metybsewen percent (979) of the state s drlvers w1ll 1ncur
P&te Lmereases to offset thls rate reductlon.

Relylng on the capplng of rates alone, even 1f more»

’drlvers rates were capped than as proposed by the Conmlttee,

o lS lnadequate. However, untll the existing methods of’
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determining rates is replaced by a more ecuitable pricing
system, the spread between present ra*tes must be reduced.

’bnemWQY.tOﬂdo this and dc it ecuitably s _to level the o ’

expense portion of retes which is improperiv cherged, in

adcition to capoing. The result of the levelling of expenses,

specifically combany expenses and taxes, Licenses, and fees,

results in thirty-nine percent {39%) of the srats's driveré
receiving rate reductions, and only sixty-one p=rcent (61%)
incurring rﬁte increases. Furthermore, their rate increases . {
are less than those incurred by the ninety-seven »nercent

(97%) of the states's drivers who incur an incrsase under

the Ad Hoc Committee's capping propcsal. At tre

time, the expense portion of rates, which is exprsssed in

percentages, increases in proportion to what 2ompanis

m
(2]

believe 1s needsd to cover lcosses on an

a .
o 7 .
4 e LRSUT2 g
. i
3 0 - o g g o - |
S & 3 Yy Y e iy T o~ e | ey AN . . vy g g oo
L., TOE YETE. {20 expense PODTLION Of TZ7Tis Doy privats %
L 5
1

: Liabilitv Phvsical

{ompany Expenses

(Administration and . . o ‘
+; Other Acquisitions) " : =.. % 77 12.6% 0 12.5%

igzgg» L . 3.3% 3.0%
(sta£¢-§remiQ£ £ax{f*7fi¢fa@f“7lj'x f 208 2.0%
-Mlscellaneous Taxes, R , . i
‘licenses and fees 3 S oL 0% S 1.0%
‘Unsatlsfled Clalm and o

_Judgment Fund; -:s:,:ﬁf‘*-'f'f‘“*-v .08 0

1EXpenses of lnvestlgatlng ‘and A
defendlng UCJF clalms) - ~ W 27%

QPmm1531on
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Based on this metnod of deternining the expenses portion
of rates, different rates have different expense charges.
The following -chart shows the different expense charges

for similar classification of drivers with the same coverage

oF

bu

with different rates becaus2 of tarritcrial differences:




c Total Premium {
r**COmpany Expenaes
:'COmmisaion :

. Taxes. Licenses,

”Subtotal of Expenses:

H

Y]
i

giaﬁs 1

$744.00

$ 93,00

$111,60

' 5 23.40

$228 00

NEW JERSEY PRIVATE

Suburban

~ Trenton
glass 3

;‘$327.00
'8 40,80

$ 49.10

§ 10,30

© §100.20

Avive

Senior Gitizen

$234,00
§ 19,20

$ 35,10
§ 7.40

$ 71.70

: . Excludes profit and claims and clains expenses.

commissicns.
5 to work.

Class 1

$1795.00
§ 224,30
§ 269,30
§ 56,40

$550.00

PASSENGER COMPOSITION OF RATE*
- (180 Budgotary Allowences for each item for current year)
' Newaik

Class 3

§780.00

§ 97:50
§117.60

$ 24:60

L )
$239.10

Senior Citizen

$557.00
$ 69.60
$ 83.60
$ 17.60

$170.80

* Coverage* BI"PD, PIP, UM,-SlOO Comprehensive deductillae, $200 Collision deductible for a 2 year cld chevy Nova.

** General administration and selling expenscs other th
Class 1l: Single male, age 18, principil o :
Class 3: Male, ags 40, drives to work (long).
Senior .Citizen: Age 67, pleasure uae.




' mhe present system of havxhg expense dollars vary
in croportaom +to the lcss level by territcry is 1nheren*1j
rmequmwﬁblefandcwlthout cost éust;fication. Based on the
figures insfhe aboveﬁchafr, i* costs a compaﬁy $93 fo
‘wrlecs‘;policy‘in Téenton:Smtﬁrban for a elass lﬂdriver5'
ana $2E#,3alt@'wfitg~ihe,same,poﬁicy for the same driver

.. Compeny EX@EHSES go for serviges ccmpanies

in Newark

prov1ae An servLc;ng pollcy, such aS‘premium computations,

aSSﬁanc& mﬁ'wollcmesgdaandllpg of erdorsements, and varlous

‘lr‘sales forces.A

Servﬁbes‘prov1ded to th”

%,»"na based on ithe in the abowve chart, the

lﬁv n:Trenton Suburban for = class 1

@@mnnssmon for a pol

'@rmm@mr&s'aa11,69 and for the same policy in Newark for the

same driver it is. $25d”w Eemmlss ons go for services

;. r — 'm,-.i P
de, o 5'95‘_4, ~LIE TR

s L] ey, U S . L .
217 the ab wemewsasnen sewv1ces involve substantially

the same effort @e*ammie,s of whether the premium is

/Tfﬂﬁt“n Suburban., ©iass L driver) or $1.7
class 1 @fewerB Yet'mhe most-of t?eseﬁservices is

vﬂastrnbmte@,n@t @E *he baszs of actual costs but on the

basis of the loss provaslom 1n the rates - as a

\Vspemcemtage.ffSImce the approval of rates. 1ncludes justl-hﬂ

.fl@&tl@m f@m @verall expemse dollars that compa nies are
. ;

fentmtlad.t@, lt is clear that a company that chaﬁses only

%93 to the ” "

5vlsk.ls"ot properly compensated, os ;

that>the agent that charges $111 60 to the same rlsk 1s

: also not properly compensated but that the same company <




SQQM.30‘iniéompany eXPehS€$ and_$269.30vinaccmmisaions,
‘resyectivelyi' |

Furthormore, it is yet to be.ppovenathat the cost of labor,
rerntal costs, and orher expenses of & eompany:or agent are
greater in one terrlt@ry’(€¢g~s‘ﬁewafk> than in another
{e.g., Trenton Suburban).

The “tax item component of an automcbile insurance
rate is ?3.3,?15‘3r:cen“t of 2 premium collected Dy a company.
‘Bﬁch,a:tax is iﬁequi;akle‘in‘the manner in which it is
leviedf__That‘is} as a fixed percentage, it is not leviad
in divect"prapcrtion te the ability of an insursd to pay.
itgthms has all the appearance of @ hidden sales tax.

Ffurthermore, as a percentage tax, it falls heaviest on

motorists whose rates are 1iequ1tably high because of

he more faarly dlstr*buted Accordingly, I recommend, in

»*dd tlon to the Ad Hoc Commlttee s capping reccmmendatlon,f
that (1) ni nety Dercen* (Q@«) of general and ctb
'"acqu131tlon expenses should be flattened on a stat ew1de

baSis; and (2) taxes, llcenses, and fees should be flattened

.ona statew1de ba31s. CommlsSLOns present a me*e dlfflcult

'f PPOblem.l Whereas companles wrlte buSLness acress terrltorles,
'"ag°nts are more locallzed Therefore, I_recomrend that
erePPesentatlves of the Leglslature, the State Department of
InSurance, and the various agents s assoc1atlons 301n in an_

’VQfo°Pt to develop a- new schedule of comm1551ons before Un‘




January, 1980.
Additionally, Itrecommend‘the following adjustment for
cenior citizens; their rates will be capped at 1.25 times’
the statew1de average rate fcr that class. Thus, every senicr
c1t1zen in New uersev wlll receive a rate reduction or his
rates w:ll remaln the same -exclusive of surcharges. While
the cost of capping senior citizens will be distributed to
allvothervmotcrists,:it:will»be "small" when considered on
Va per carlpasis, It should be noted that while the senior
citizen driver class is defined at €7 years of age and over,
in fact companies V:ite senior citizen rates for drivers
Ss'years-of age aﬁd\evem"

- The abovementioned a@djustment: for senior citizen rates

goes beyond the cappimg provisicn of the Ad Hoc Committee. -

of automoblle 1n Surance

.The fo‘low1ng exblblt is a ccm“atlson, for six

Classes, and in alil twenty-seven te““‘torles of present
fisﬁ;New‘Jerseyffates;’fates‘pfobosed by;thelAd Hoe Committee-
by capplng, and rates resultlﬁw from the flatten ng of
COmpany expenses nlnety pemcent (90% ) and the flattenlng
»jlﬂf taxes, llcenses, and fees, in addltlon to capplng -It‘
Should be noted that the Ad Hoc Commlttee s proposed rates
:iinclude the cost of reallocatlng re51dual market rates

throughout +he voluntary market rate,'ln all cla551f1catlons




" and territories,‘ This results from‘the recomﬁendétion
of the.Ad'Hoc Cbmmittée to establish a- voluntary market rate

for the proposed joint underwriting association. 'Whilerl

support this proppsal, I am opposed to spreading the cost of
rerating reéidual market'riské at IS0 rafes to all drivers.

I propose spreading this cost egqually only to "bad drivers,"” i.e.,
drivers who are surcharged for motor_vehiéle violations or
accidents. This proposal is discussed below under "Reform of the

Premium Surcharge System." = o ‘ -
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Class 3

Ad How :
Adubato Present Committe¢ Adubato
Proposal® 1.5.0. Proposal = Proposal+

$646 , $780 $621 551
609 : : 569 582 520
597 560 572 513

éla#s 1 :
~: Ad Hoe¢ .
- Present Committée Adubato

Terrztory 1.5:0. roggsg; grégosal*

S oNewark $1795 s;zss,;;? $1088
- Jersey City ..~ - 1319 1192 . 1001 .
Camden Sy 1283 . 1180 e 975

. orange . 'f 1213 1132 953
" “atlantic C1ty 11106 . 1033 . 875 ..

537 533 561 505

o , . : 541 - S 487 513 . 466
‘ Camden County 1032 - . 963 . B2l 510 . , 455 479 440

431 454 420
423 445 - 414
414 436 : 406

" Newark Sami-Suburhan ‘990 925 ' 790 ¢
v .Bayohne - - 0976, - 91i.. - 76O
Camden Suburban 960 - 898 . 768

?hf'Perth Amboy . . 924
-/ UHudson - - b . .954
“te. Eligabeth. - o 924

Uﬁfiv'Souﬁh.Bergen3f;‘“. 919
<’ . Paterson . ..~ ' -~918
15:-South West " '~ . . 863

|- Newark Suburban’ ° 896 ., 836 - 721 . S asd 488 418 . 390 alo 386

: Long Branch . - .- 883 ‘. '824 . 711 - 459 484 - 443 o 387 408 2¢3
Monmouth . . 879 . 820,. 708 . . . 458 483 442 L 385 406 3g1

429 - 400
433 403
422 . 394

418 393
416 390
405 381

South’ . Y - ‘@42 786 -  68L . 445 469 a3z 377 397 375
North Bergen. .~~~ .866 . 809 - - 699 450 474 . 436 378 398 376
Essex a 852 . 7950 688 = 446 470 - 433 . 376 395 375

Trenton - 859 - .'802° . 693 . 446 469 433 376 395 375

" 'North Wwest - -~~~ 797 .- 744, - €48 421 443 412 , 58 377 359
", New Brunswick’»_,  793 740 €15 413 435 405 3ay8 367 351
425 396 340 358 345
4¢3 396 ‘ 337 355 343
| 30 : 327 344 338

. North Central . - . 767 716, 626
‘Plainfield 231 DR Y : B 535
Trxenton Suburban =~ 744 - €34 - CUd

ENOTE: " Qlasa li’ s$ingle male age 18, principal operatdr, drives to work.
Class 2: Single male age 22, not prin¢ipal operator, pleasure use. o,
‘Class .3: Male age 40, drives to work {(leng).

- Rates are for the coverages - $15/30/5, PIP and UM, $100 Comprelierisive and $200 Collision for a two
year old Chevrolet Nova.

*Rates reflect leveling of 90% of the y
-and fees included in the Ad loo Canadt

and other acquisilion expenses and 100% of taxes, licenses
LB ale




~Ra Hoe
Prézent Connmittées Adubata

,1.5.0... Pproposal, roposgl*
£444 5362 : $458 $366 - $351
Yaid . 3z3 S 332 - 339 330
411 352 v F 330 338 | . 328

Prrmnac\l,,..

’I‘o rr:. y

i oMowark . .. §582 5466 gA29
. gersey.citys ¢ 423 ' 432 403
candcn S -.'\ﬂfjﬁ‘ 419 . ' 428 . . 401

fx%fff Oranqe . A 400 . . ”-42i’f »v ‘394
Ui Atlantie: clty ;. 3686 ... 385 - . - 366 =
' ' Camdcn County S 342 360 347

Newark Seml~suhurhan 321 R E TN VT I
‘Baygpne . . S As e 332 324
camden Suburban 4{;’}303 o34 o 319

. parth Amboy 308 322 - a6
© wvHedgon .7 . 304 . 3200 ¢ 316
* - EMzaboth " - 7299 . 318 all

| south.Bergen . . .. 205 .31 . 308 262 S 297 . 282 231 244 254
_ paterson - .. v 7. 293+ 309 .. . 306 . . ‘ 353 . 296 261 ‘ 230 242 . 253
SOuth West . tooo 292 . 3080 ¢ 305 [, éBL . 296 cooo2er . 234 246 257

2o ‘Ncwark suburban  © 291° | 306, . 305 e 204 Lbo279 - 230 243 253
Long Branch | 290 .. 306 303 . 273 .7 203 278 230 242 254
Monmouth Co.L 289k 304 302 276 290 276 229 241 253

: ; ¥
R ' ‘:South - R 286 301 300 2¥¢8% . 289 ’ - 278 230 242 254 R E&
- North nergcn < 7. .283 Coo,-2087 0 297 271 . 286 27y ) 224 236 248 : .
Easex . .o 283 7298 297 - - 272 286 . 272 . 226 238 250 ;

248
244
234

317 334 3% -
291 306 304 .
272 - 286 289"

403
371
345

. 254 268 273
248 262 268
241 254 263

31l
31
306
301

244 259 265
237 250 . 258
236 249 < - 258

Ltf

" prenton . .'&'zdl '. -'296:* 296 210 284 270 _ 223 235
. North West .. .- 272~ 287 289 52 276 262 , 219 231
. New Brunswick = 261 275 280 : 250 263 . . 250 207 218

North cent:al-»'j-'-1 .257 .,7 27of 276 - . ‘ L4 260 247 206 217 234
Plainfield - ' .25L - -~ 265 - 271 . ‘ 240 252 . 240 lgg 20% 227
Trenton Suburban © .- 245 258 266 34 247 234 ‘ 195 206 225

- ROTES (‘la o 4 nar'if«d Femata aon 31, o orlieinal operabor, pleasurs UgH.

$
Glase ¢ 2 .nlor . PR YTIE
Class G3 v, Larm QGG

o Yomake ul:Ju .bg, & i;‘,' (‘;}j;
Rataes are for coverages = $15/30/5, PIP and Ym, $100 comprehensive and $200 Collision for a two

year old chevrolet Nova. . ' ’
spates reflect leveling of 90% of the gonerai and other acquisition expenses and 100X of taxes, licenses
and feas included in tho Ad Moo Conmittoea |, v

gapping at 1.25 timcs tha statewide average rate for that
just w/in elasu§),

i " a% Rates for sonior citlzen clasnca roflost
SRS Col B claas {distributed throughout market, ne




AVAT ABTLITY

 Hopefully, a long-term solution to the automobile

-

inﬁznance'pr@%?em in New Jersey as discugsed in Appendix B

of my wrepcrt, will solve the aveilability problem. Until

‘,tha*~‘lme, hDWQVETg dnsy whon are_hot ""naL”able" in

tbe voluntarj market., F ntever~reasons, must be covered

somewhers. To deal w1kh the problem cof the mot st wh o 1is

not aneumable 1n-thexw@ untary maﬂkee, variwus artificially

created mechanisms have beem created.

in,“ewaersev &h

to Insurance Plan (ATP), formerly

knownfas the A851gned Sk Plang is one such'mechamism.

T Eme.ls no doubt, however, that the AIP has cutlived its

. . . R PR
i ey agiem den e iy ot row iy T oy o] Ve e il T - d . — K ;
its repid growth, and has the added stigma of hnigher

ka = - = =
T ceould sutoort 2 reform of

N s e a a = @
T T, P TR e g e o g N e S
(whicrh de dizoussed balow H e

th@ ATP ’t m@dnfled 50 tﬁqt a llm*tec number of
‘c@mps ies . serv1ﬂed 1ts buszﬁess, and the Legls ature was

geve& @vemsnwbt authcmlty to determlne if the servicing

‘“fcarrners selected were quallfled and sufflc ent to servxce

the;ﬁl@ amd to approve the fees charged by such carrlers for

‘servicing the AIP. f}*ff“‘?j‘j_%f;"

There are two mechanlsms for‘feplaclng the AIP a?  
Relnsurance Fac111ty and a J01nt Underwrltlng Aasoc1at10n.
:7}Wh11e I agree that a Relnsurance Fac111ty w1ll accompllsh

,many deSLrable ob]ectlves, 1t also creates lts own problem.




It wou’dwbe just as 1ﬁeff1csent as the present AIP if it

relied on the aporoxmmatDly uo0 11censed carri ers 1n the—

state'to seerce it, at a great and dupllcatlve cost. Every
carrler weuld have its own staff of underwrlters, clalms
examlners, etc., urnder a Reinsurance Facility. For these
'feascﬁs; and the Positivevfeatures about a Joint Under-
~wfiting,Associationfwhich the Ad Hoc Committes recognized
and whlch are discussed in the full commlttee TepeYrt whlch
follOWs my statement I coulcvsupport the Ccmmlttee's
reccmmendation of a Eullﬂlnsﬁracce'Unéerwriting,ASSeciaticn

,asvbeing probably the mest Dract;cal and efficient residual

narket del;vewy mechanlsm fo“ automoblle 1nsurance in New

Jersey toaay.,

Howewver, therz zre at least two matters ths Comnm

Assoc1atlon.’ There is- PO way of Lelling in the Committee's
'recommenda ons,.ﬁcweve“; who *the ‘servicicg cetriers" will
_be, and how many there w111 be.\s ; e _

h (2) i"Serv1c1ng ca“rlers"'ere to be relmbu“sed by ther
Fuall Insurance Underwrltlng Assoc1atlon for e penses in

COnnectlon w1th 1ssu1ng and serv1c1ng assoc1atlon p011c1es.

The matter of serv101ng fees cannot be left open—ended

,.z

ThePe 1s no 1nd1catlon of how much the serv101ng fees w111 be

vp L S ‘. . "41— T

and What ultlmately,'lt w111 cost the motorlsts of New

A i in e




HFor this«éeaaon,.l reeommeﬁd that fhe Legislafure
must (1\ aDprove +the minimum reqqlremeﬁ s of the Board of
DirectorS'of the Full Insurance Underwriting Association
Wwizh regard £5 the selection and periormanhc2 of servicing
tarrieng (2) determine if the number c¢f servieing carriers

gelected is sufficient ©o service the assoeiationy and (3)

approve'servicimg fees determined by the becard to compensate
servicing carriers. The board would be reguired to.deliver
 its ﬂlfectives on the above matters to +he Legislaturs cor

a day on which the Ccmm1+tee is meet’nos ‘and the Committee
must pass a recolut“cn stat;ng its a;proval of such direc-

tlves beeora they can take effect.

REFuQM

o T e & g - e
re entitlied Tto & falr 2r2Iit -- Not
« 1 - -
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1t -~ as is any businsss in our free
e duty of ci Ingur-

@ Iy

3ee TC ma;ca sure that insurance companies remain solvent
mherefore, the depaﬂtmant has ‘the responsib ility to quickly
fa;rly rule on any campany S request for a rate adjustment.
For'these reasons the Ad Hoc Commlttee adc:ted the.
,-0llow1ng recommendatlons, whlch I support' that +he insurance»
«ﬁdustry is entltled to a system whlch expedlte rata adjusf-
ments,_that the capablllty of the department to p“ocess rate
aPpllcatlons 1n a more tlmely manner be augmen*ed, that the

o .rate peylewlproceeS'be;accelerated and that cos* of 11v1ng




benef;? the automobile insurance industry and motorists in

New Jersey by creating 2 climate in New Jersey whick allows

insurance companies %o guickly receive what they are entitled

to and will encaunage them to:da business in the state. It

-

is im portant that - he aLtom le insurance industry remains
a solvent private enterprise in New Jersey when one realizes
that it employs thousands of our taxpayers, pays taxes in

the state, and is engaged in numerous programs to revitalize

the economy of th
The Committee™s recommendations also represent a
realizati@ﬂ by ihe’aﬂt@u@bile insurance industry that the

state will continue to ewxercise its regulatory authority

S sTel ol = Sy R B ) & - & - T T Tnm
yndsyr tha cr Epproval system of ratemaxingz. Under the
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rresent condliTions, ODEM TE&Ting will not Denefit *he motorist
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iAnother area @f Lhe automcblle insurance system whi ch
contalns bullt ln 1nequ1tles 1s the present suvcharge system
"or merlt ratlng,_lm whlch drlvers ‘are surcha“ged dﬂrferently
ifor motor vehlcle Vl@l&tl@ns and acc1d;nts in botﬁ the

VOluntary and resxdual markets. Whlle the Ad ‘Hoc Commlttee

fwas correct 1n re]ectlng the admlnlstratlon S proposal,

’Asaembly Blll 1120 for. changlng the present system, because‘

- of- tlme consumlng and expen81ve processes and the lack of

tgﬁyenhgndngss;1nﬁphe;mannepx;ngwhlch”m;nor,vlolatlons are




’cited;vi%s anlbééﬁmméﬁdétion,is;aISQ unsatisfactory;-'The.
Committee prcposeﬁ*fﬁaﬁjwhe iSC fated éurdharge sYstemvbeJ
used in the residual market. This recommencation does not
go far enough im remsving the ineguities in tHE»pfesent
system of merﬁ% rating.

Con91der the 1nequ1 ies in the surchargz sy:tem in
New Jersey todey. 'Ehémﬁwaré’tWO surcharge systems: that
,of the valunta“y~*a“keh anc that of the recldual market

e

Wh;ie companies in ihﬁ”ﬂ@iﬂntaﬂj market gnne“axly fol OW'the

‘SChedule'@f’sumchargeﬁ wseﬁ ﬁn the-resadual market,‘they can

and do vafy in The um@un‘ ef surcharge iasurance points levied,

and it ib not manda ry t.ft surcharges be levied at all.

Au+om@b1.@ Imsura e Plan (i.e., the assigned
ri sk Dlan) there ame ;h@ee categorles of wiolations for which

P - & PN PR
‘sufc*zarges are ILewd eJ BE TOLIOWS?S

Y 0 T#F
A

r=h
Y
1

5 -~ . 2 ~ - - .
aocident results in $200.00 or m

property damage, $208.00 or more in medical bills for

at fault,aw wmm®1a¢@¢y at rau*t he will be surcharged:
two 1nsuramce p@nrt&.

(25 Fctcmﬂvehlcla @uﬁ?l tions.

’fﬂﬁFEJ : Dmmvmng’whxle under the 1nf1uence of alcohol or

udrugs, six 1msurance p01nts.

%,

'f;;b.g Palllmg t@ stcp and report an accident when in-

"j}iﬁ{?],“f?volved 1n an accldent, _31x 1nsurance p01nts. “*‘

'“of a motor vehlcle, 31Xg1nsurance p01nts.

if:d. Operatlng a motor vehicle»withbuf’a,license or

w.ipgglstpatlan:f“siﬁ{ihsﬁfanée*pcints.‘xﬁ‘fp;1

Hbmlclde or assault arlslng out of the operatlonA




e. Pe“mlttlng an unlicensed person to drive:
Athree insurance p01nts.

f. Loaning a license to an unlicens=d operatOW'
threebinsurance‘pointsd

g ODtalnlrg a license or regis*ration through
deception of any kind: six points.

h. Driving a moter vehicle in a reckless manner:
two points.

‘Conviction for noving traffic violations during

,a’BFyear_perioﬁ‘imvclviﬁg six or more motor vehicls points
as defined in the New Jersesy motor vehicle laws;

three insurence points.

3. Conviction for moving traffic v*o*ati ns during

(3) Suspenelcn, revacatlon of a license, or failure to 1.5
preeent ev1de1ce of insurance coverage.

"_a.r Fa14ure to present evmdence of lnsnrance coverag

931x surcharge p01nts. B |

j;b. Any conv1ctlon for a movxng trafflc v1ola*1on whlch -

’"f”results 1n the suspen51on or revocatlon of a llcense'

:four 1nsurance p01nts.

4

All surcharged lnsurance p01nts stay w1;h a drlve” For
thr‘ee years. o

There are two 1neqult1es 1n the present surcharae system.

23




dlstlnctlon w1th1n a cempany

Insurance p01nts are 1ev1ed +or miner violations or accidents,

e

and surcharces are lev1ed hephaZGrdly n the voluntary market.
For example, some companies surcharge in the voluntary market
for very miner violations and accidents, and cthers charge

only for majer wviolations er accidents. This crzates a situa-

tion in whkich %wo'&riygrs}with the same accidant and violation
record might be treated very differently in terms of the amount
of surcharge (insurance points) which they are rsquired to pay.

‘To remedy these iaeguities, (1) 'a uniform surcharge systen

should be established for all major viclations and (2) when

surcharges are 1ev1ed th y should be levied
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basis f or Doth th= Vi ;untarv and res’duas mzrke=. TFurther-
more motorists should be surcharged only for (1) any at-fault

accsaeuts Wltﬁ&ﬁ a thmee—vear period which resul:

: - sma AT SN0 -
ik S Wk vl

o T . f TR VA A iy -
WmOTOY venlcie VICLaUTiIin:s oCCUrring

arn accident; (b)Y rezklzzs driving:
{e) rac1ng on a hlghway* &a) excessive speading; or‘(e) any

vzslatlons which resuxt ‘in license su spenSLOn or revocation.

PO

Surcharges should be uniform as to dollar amounts for”motorists

‘withflike”éoveragésfon,a;stafeWidelbasis4without'territorial

Addltlonally, to cover the losses of the residual

@

¥»~market brought about by reratlng re51dual market riSks'at
'ISO rates, surcharges should be 1ncreased to anlude the
redlstrlbutlon of premlums resultlng from rerat*ng the

fe31dual market._ Thus, 1nstead of a spreadlnc of costs in

2 ij.é




\

the voluntary market to all drlvars, good and bad, only

thess drivers that cause acc1dents or receive maJOﬁ'v101a+1ons
will bear the cost cf rerating the residuai marxet risks

at I30 rates.

This, then, will create a merit ratinz

nz system
in 1ts purest s=2anse., whlc“ will be a sv tem vastly

superior in concgptlon‘te that proposed 2ither by the qdmln-

e

stration or by the ad hoec gcmmittee;

The chaﬂta in Appendix A are a combDar iécn of the present
aooldent/surcharge method the Ad Hoc Committes proposed
method, and my pPOPOSal Wthh 1ncludes adding the cost of
the redistribution of reféting residual maﬁke* risks at the
IS0 rate level to surcharges.

In addition to the above recommendations, I shall

is clear, bownver, that since that law was pzssad, inflation

-has made that '»re. sufflﬁent.




COST CONTAINMENT REFORMS

The cost of all components of the automobile insurance

package has risen dramatically since 1972.

-Lollision and
property damage,premiﬁms'haye escalated mest significantly.
In part, %*his is due to high labor costs and the extremely

,high;cest/ef crash parts; Sooner or later governmeﬁt -
most.likely‘the federal government -- will have to at ac<

the rising cost of crash parts due to availability and

\ - = market problems. State governments should be concerned
\ : : with supervising autem"”le repair practices ineluding

i e

the licensing of rep ;r shop= and adjusters.

New Jersy's no-fault autemobile'insurance law had as

o1, B

&
@

restr“ct¢ans en tort Tecover *es, T
'automabile’ac éent cannot sue for general damages (

and smfferiﬂ?, etc.) if his injury is-confined to soft

'Dt ssues . and medlcal expenses,'excludlng hospltal, X-ray,
a“d other dlagnost‘e costs, or the equlvalent value thereof
for the reasanable and neceasary treatment of the 1n3ury,

',are under $200 or unless hlS 1njury results in death

jPermanent dlsablllty, permanent 51gn1f1cant dlsflgurement,

’fjpermanent loss of a bodlly functlon or 1oss of all or part

:.°f a body member.




medical and funeral expenses, 75 percent of

a motorist ‘has to sue for unpald medical biil
not covepred umd@w the limited packaées of bé
Jersey a victim recelch unlimited medieal .
flts,,and can reeeiVe?wage 1qss.covefage of

without ths nead to sus

New Je an 2k
i 5 & D e g o
eliminatien Thus
o e . ST
nal in? Trims
- o 5 - g L -7 1 . 3 - -
egoribed below. - This &llcws insureds Tc

" have.
Pncelvable unde“ workars' compensatlon, tempﬂ

ablllty 1nsurance, ‘and- medlcare shall be subtr

lnsurance reparatlcn system. A very large p

"fNew Jersey labor force 1s ellglble for worke“s

J and temPOﬁary dlsablllty beneflts, whlch

.f bY employer contrlbutlons._ Medlcare, of

Secwndly; *he na—fault law requlﬂes thmi be

~those benefzts otherw1se payable under the aut

= e e

L= WA

- New Jersey's no-fault law provides substantial first

Massachusett

party'benefirs, as ccmpared to other states. s
law provides maximum benefits of $2,600 per person, for

lcst income, and

the cost of substitute services. Florida's re-fault law
provides benefits'with an overall limit éfd$163333. This
includes benéfits for 80 percent of mediczl exrznses, 50
percenu of income loss, Teplacement se“v’ces, a;élfunefal
ccsts (up to $1,000). Whlle in qusachub ‘s znd Florida

z and wage losses
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government beneflts for certaln ellgﬂble ra01p1ents.

"here are two cthe% cost containment measures which -

can be applied o automobile insurznce. Ore is to

‘increase the restrictions on tort recoveries by increasing

the dollar threshold or enacting a verbzl threshold.
Another is to further eliminate duplication of benefits
paid under automobile insurance and other so-éalled income

maintenance systems, be they public or privately purchased

»prbgrams.‘ o

I support the -concept of a strong verbal threshcld

e

4% an essen I .part of New Jersey's nc-fault systemn.

Assembily Bill, 873, sﬁnnsbréd by Assehblyﬁa“ James Bornheimer,

»

provides that sitrong verba‘ threshold

As a long~term E@l“




| CONCLUSION

The above recommendatiocons are submitted, as are the
Ad Hoc Commlt ee's oroposa’b, to the People of New Jersey;
The People must ultimately decide whatrreforms they want -
in the.automobile,insoranoe system, and make government
work for them. Democracy can only‘work if the People
,partieipete in’their g@vernmeﬁt. The primarykconcern
of a ffee society is to keeprthe People-informed by
sharing 1nformatvon. If_people are given all the necessary'
information, they will be fairer than governmant or

industry in meking decisions. At the same time, the

press and other public media must be accurate in reporting
data singe they rsach mere peopls than any elscteld or

In ~,par na ny weoom.erd tio:s fer reforming the au
mobile-insuren e system, I have been assisted by extremely

ccmpetent staff, namely Laurine Purola and Peter ‘Guzzo.

'“It is also necessary to glve spec1a1 thanks to "Philipp X.

—Stern wno, in splte of an 1llness, was in constant communi-=

Vcatlon w1th the Chalrman and staff tﬂ;oughout the preparat;on
ofAthls.neportg Hls a551stance in reachlng certaln conclustons"*":’
isfihmesshfablet.:r' Stern served the People of New Jersey

euntll reoently as- the Chlef Actuary‘of the DlVlSlon of

‘;iActuarlal Serv1ces, Property Llablllty, in the State Depart-

~.'A:~_IT_1<=-.,1"11:_o‘f._'_I_I;s1.uff,an.c_::e‘_..}._4 However, the recommendatlons I make are




my own, guided by the expert appraisai'df Mr. Stern and ‘
staffiof=what‘is wrong with the automobile insurance system - ;':l
. _ ; ‘ : |

1

today in New Jersey and what reforms are needed.

g

Finally, I am making my statemert avaiiéblé to the-‘
Pecple. Copies car be obtained by writing myrﬁegislative
office: Bus‘M@unt’?r@spect-évanue, Newark, New Jersey
(071@%5;ﬁ or Calliﬁg\thEﬁbffice (201) 482-1079. Copies

can also be obtazined by calling Peter Guzzo (609) 292-1596,
brvLaufine Purcla {5393 292-1848, beth of whom are with the

‘Legislative Services Agency, State House, Trenton (08625).

i




APPENDIX A

Comparison of Surcharge Methods
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4

Current 7.S5.0. System {Method 1)

B L

. Surgharges
- Surcharges
-« Surcharges

vary by territory.

Point

AC%
'50%%
60%
70%

First

Secend

Third
Fourth or more

i’“é;-‘ . :;_

do not vary by classification.
increase with driver point accumulation.

Cumulative CHarge

Po;ntupha:qé T

40% -

0%
150%
220%

do net vary by terrltory.
do not vary by class.

Point Charge

-50%
| 60%
or more . 70%

(]
o

AO%. - o

Single mgrritozyESystem_é Aduﬁoc”COmmitteg;Rronosal {Method IT

increase with driver pcint accumulation.

bumula ive Charge

40%
90%
150%
220%

(la T

xchargos nave
@f t_e&‘um *esul.

E

g

oint Charge

62%
74%
90%
- 107%

Second
Third
QFourth or more -

Cumulative

charge

62%
136%
226%
333%




N , e ___Cost of SDIP I
Territory v Method 1 2 3 4

Newark ;}.;: L o = . o S SR - 8198 $446 '$7‘43 $1.08 .
: e : 1L : S8 221 368 533
Ii1 182 333 554 gle

$146  $329 $549 $ 805
221 338 539
152 333 554 816

Jersey City

$ g4
b
\0
@

Camden - " o I $141 $318 §530 § 777
- | I 98 221 368 539
IIT 152 333 554 816

South Bergem I . §102 $230 $383 §
o v IT - 98 221 368
11T 152 333 554

o LUy Ly

b 03 O
O Uy

Paterson . .. . 1 810z 230 $383 §
T ; Iz _ 9b 221 368
IIT 152 333 354

ViR oo unan
=t O
o O

Newark Suburban - 1§99 $222 $371 §
| - | II %8 221 368
113 152 333 554

bbb
gy &0 {0

&

Korth Central 1 £3 S1B7 83
iz 93 2zl 2
IIT - 152 333 5

Uy

Ta - = iy - - o g Pl W) S W] o~
PFlainiield i § E5 cisag SIS TS

Iz 98 221 268
©IIT 152 - 333 554

Trenton Suburban o .1 s82 s184 $306 § a4t
| it 98 221 3% 539
IIT 152 333 554 216

- NOTE: = Cost based on 15/30/5 PIP, UM, “$100 cOmn*ehen51ve.and $200 _
" Collision for a twu year old Chevrolet Nova: adth operato* :
pleasure use.xh-q . e .

4*The cost of SDIP POlntS for Method II and Method III have not . been
‘ adjusted to reflect dlfferences in acc1dent frequency by terrltory.
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LONG-TERM SCLUTION
to the

Automcbile Insurance Crisis of Affordability
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1nsurance CrlSlS of affordability must be a complete

‘;The ditimateusolution to the presert automobile

change in the concept of. automobile insurance rather

~than ar attempt to cerrect piecemesal the insquities in

the»exiating sysien. Refofmiefforts must be aimed at
eliﬁﬁﬁgting ﬁiecriminatory rating practices based on
pereohal characteristies and the residences of motorists,
and reallocatlng the Ilnanc1al burden of automckilz in-
SuranCe in propertion *o the benefit.each insure@ receives
from the system.

Under the present auteomobile liability system
autcmobile ineuramee rates must cover losses sustained
by persons of widely different economic status. Thus,

the low income 2arner’'s insurer must be ready <o indemnify

for accident. combensatlon not recoverabl unde* "ersona7 in-

Jury protection coveraae or any other coverages and then

vbought HW insurance coverage accordlnbly.

» Such a system of automoblle 1nsurance wou establishiw
. a-direct relatlonshlp between the beneflt tbe in aured re-
lGELVGS and the premlum he pays.“ It would ben---t motorlsts
?:ef llmlted means who would be expected to carry 1ess coverageuv

: than motorlsts 1n hlgher 1ncome brackets, and a‘so

<L

'.beneflt h;gh 1ncome earners 31nce they would be assured

of rece1v1ng adequate compensatlon_for losses sustalned

N A




in. an automoblle acc:.dent.,.Quch a SY?*EH would also be

,L). I u

Drlced mooe accu”aeely by lnsuﬂance con anlesland ellmlna:e
constaﬂt controversies .over the prop“le*v of the prosent
automoolle llablllty system. it wculj also allow for the
.°llﬂlratl31 of the dupllcatlon of bene_lt* i‘hkéﬁe‘bresent
system.enoourages {betweean autcmobile ins :eroe and varlous
incoﬁe maintenance benefits); the redueT101 oT adnlnlstratlv-
oosfs; nd the °11mlnat1o1 of exeess cla s tlements,
‘all‘of Whlchbwould~be inss ruﬂental in redrﬁlng +he overall
cost of autonoblle lnsuranee.>,,

.For these reasons, cons’de ation Should be giﬁen to
replac1ng the mandatorV‘*hlrd—pergy autcomobile liability
system with an op*lrpal flrst—party, no~fa'lt'geherel |

,damages coverage to be offered to motorists who purchase

e sy A g s A S TR . 4 Thyee
tne TEaEnCaved NEWER w%fﬂr:ié@&% dhug .,
s A -~ k] - i - P
= ] wpm e 5T T A
an Lceivigual =) TenY L niE

® -

own au*ouob-lo aceident csmuensat cn nct rzIsverable un

' Flfst—p&?tv genmra d*mage’issurance czuld be achieved
:bv‘means of a covereve comparable to that of unihsured and
under-insured motcrists coverage now widel 7 used as a

: supplement to automoblle llablllty lnsura“-e.'VThe-followiné;b

steps_would be;required;" T

""5':1:

coverage for economlc losses, e.g., medlcal costs
and wage losses, would remaln maneauory

Flrst-party no-fault personal lnjury protectlon fé“'~'
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“whigch would have to be available to every ‘resident

v“_1n3ury pretec lon lnsurance. . Some form of‘fund7or S
" pesidual coverage would probably have to function
- . for nOR-OWners, in order to provide the "quid-pro-

:7qho" needed for the denlal of thlrd-party recovery;

© Third-party recovery fcr bodily injury eﬁd Property

damage resulting from automobile accidenfsvagainst
New Jersey residernts would be prohibited. -~

Automobile bedily liasbility coverage as it EX$S 5 tOdm]
would be @bolished as a kind of insurance.

In lieu thereof, an uninsured motorists type of insuranc

;moﬁifieé~as set forth above, would bé¢ established

of New Jersey on a first-party basis.

‘Un+il the eystem‘is'adopted by all other states,

some type of "extra territorial" auto liability

covcpage would have to be continued to provide

coverage to New‘Jersey residents in case they

cause damage to an out-of-state driver in

New Jersey or are involved in an accident 0L+s ide

New Jersey.

residents who do not own cars, as in the present

' fﬂnensured Mot crlsts Coverage. The statute cculd
~ _require that the coverage be offered optionally

to car owners who purchase mandated personal

E“"?he'new”tyﬁe’6f”cove}ageﬁheed'hb£‘be{limited”er$ﬁ'
~/Jopen-ended, it eould prov1de very spec1f1c schedules
i;'of beneflts.; For example, compensatlon for loss of

fﬁfuture earnlngs, whlch represents a major element

a




in 1arge clalm settiements ‘under the pne;eﬁh »
_system, could -be ta‘¢ored ed the 1ndiglghal‘gﬁggpe¢fg

econonic status. Thus a nhvs1c1en would pa"chas nuch
" higher amounts -of coverage for loss of future earnings

than a fac tor] WOTrKer

Compensation for permarent disabilities could

be provided in a schedule basis'cemparable to,
vbut broader than that provided ﬁﬁéef worker's
' compensation. Here tos, the insursd should have
an option of coverages. he may~want to purchase.-
Such a system~would.establish a direﬂt‘relatieﬂ~
ship between the benefit the insure teceived,
and the premium he pays. L

Whatever misuse is made under the p%esen_ tort
svstem, par¢ icularly with respect toc relatively
miner injuries, cculd be correctad by +he intro-

In general, firs -party general damages insurance
,,wculd cover: :
{1) TFuture wage loss not compensated under

personal Inmmry prutectlon coverage and d1m111shed

’9fearn1ng capacity. -

(2) Dlsflgurement h
“(3) Intanglble 1osses for dlsa: lities.

"(4) Other general damages no+ recoverable as
"zfeconomlc losses.“jli”i-'gi B '

__Whlle short term reform efforts almed at allev*atlng

certaln 1nequ1t1es in the present automoblle llablllty 1n- S

T_surance system can be, and must be, accompllshed qulckly,.4svk;¥




,chapglng the eystem in ac”ordaﬂce w1th the above general
‘proposal will require some t ime to develcp tne specific
provisions. TFor examnple, how will such a System be rated?
- While it @ppeax ars the severxty of losses w1ll be directly
related to what a m@torlst purchases, w1ll the.method of
‘measuring the incidence»mf_losseé reﬁéiﬁ aé it is, or
shouldlﬁe, undef the present system? | |

For these Yeasons, 1L recommend that Lhe Assenb¢y
Banklng -and Iasurance Comml*tee appoint a subcomm*ttee
to study m] pﬂoaosal, ‘At the same‘tlme,\the same sub—
- committes sn@uld conduct a stLdy of the prcsert c’aSS¢—

fication and terrlt@rla;-ratlng system and how a first-

"party,general damage insurance svstem will bs rated.




AD HOC COMMITTEE 70

STUDY AUTOMOBILE INSURA




The Ad HoC'Committee-tQLStudy the Problem of Auto-
"mobile Irstrance Reform was estabrlshed on June 19, .19?8

b] a lesolutlon passea by tae Assambly Banklng and Isﬂ

'suraaoe#committess‘ “The Commlttee wasbcharged with in-
'vestigating_the ?r@blsms bf the autemobile insurance

',market.im New ﬁerseyw including ratemaking,'the residual

‘f7mark9t,'eﬁd the risk @lassificatioﬁvand territorial rating

 system, studylng the_proposars made by tre admlnlstratlon

’ 1n‘Aseembly Bills 1120, 1121 aad 1134 and making

-

.reﬂommendat\ ns T

ir reform.
VIhe.Gommlktee<WQrktd throughout the summer of 1978,

rrof_proposals and alternatives to the

and brokers, and members of (the NMo-Fault Study Commission

In recent years the automoblle 1nsurance market in
ieLNEW'Jersey and.ln other states has been characterlged by

'iavallahmllty problems and rlslng costs. In part, the

problems of the lnsurance lndustry have been caused by

N ,_, e

‘sthlgh rates of lnflatlon over ‘the past several years. by

"perlodlcifluctuatlons 1n_market value of lnsurer{s_;n—




vestment inceme, and by long delays in obtaining approval
of insurance rate increases from the state. These factors
also hawe arfected insurers" VSurplus, and reduced

i3 ess. As a

their ¢z pacity to write new busin

resure, insurers have adopted stricter underwriting

stanc -cs‘end the r951dual mark <et has become larger.
Censiders ble debate nas taken olace in recert years
as to tha need for reform. the proper‘role of the

state recu’atory authorltles 1p tne lnsurance market, and
£
3

the narure £ the remedlal heasures whloh snould oe taken

to correct the T»uatlona It seems clear, however, that

there is a nzed for comprehensive reform cof all aspects

of the Yaw Jersey automobile insurance market, including

ty of the oepa:tme st of Insurznce te
procass rate applications more exnedltlousry than it had

been ahle to 4o in the past. The Ad Hoc Committee form=d

.;ln uune..r§78 under the Chalrmanshlp of the &onorable
Mlohae- F. keubato (D—Essex) addressed not only these
'lssues bnr also other issues whlch it believed to be

‘ essent.al to brlng about the comprehen51ve reform necessary

'>to create an 1nsurance market whlch functlons properly.

Accord_ngly, the Commlttee has made the follow1ng

recommendatlons'*
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-+ Class:ification and Tex

Wt

al Reaorm

liThe:Committee recommends that, as an>inte

be capped at 250% of the ter*l rial average;:

- like coverages and types of vehicles for eacﬁyull
( ) the alfferentlal between the highest rated

”_terrleery andlthe statew;de average be capped at

150% for sach filer: and (3) as a long_uerm;

be established to review the classification and

 territorial system and make its recommendations for

reform by January 1, 1980.

would write all
at voluntary markxet rates and that incentives be
provided to encourage insurers to write in the

voluntary market.

‘"+QRatemakihg Reform

The Commlttee recommends that (1) the prior
 aPproval system e retalned (2) the 'staff of ‘the
wbepartment of Insurance be aLgmented to incr ease ite
/Capablllty to pr0ces= rate appllcatlons in a more

"tlmelv manner; (3) the rate review process be

emaCCelerated and ’(4) a syatem be establlshed to

”géxpedlte,rate lnc;eases by tne promalgatlon of an

43




index by the Commissioner which reflects incraasesv

in the cost of living and other pertinent facters, and
which may be taken by insurers as the Da31s of a
ﬂcreaae unless disappreved py the Comm‘QSLOne-.

Ratlnd,yygtem

The Committeé reccmmends the édoétién éf the}v
I1.8.0. surcharge system for rassidual market'risks.
and that the surchargse be levied as a flat rate,
rather than as a percentage of the premium.

- Cost Centainment = oo ik one s

"-The.Committee recommends that the Legislature

act eADedltlou lv on reﬁorm of the New Jersey No-

e, -y AT Y 3 . :
Moratorium on ycn_mancellat;on Provislcn

-

veluntary Dook of business in the joint underwriting

association if they so desire.

iy
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_mEPRTTQRIAL RATING AND THE RISK CLASSIFICATION SYST

in differentiating one class of insureds from another:

R A B R e e SRR PR

R e T 5 BT L e i s £ TIPRER e

For many years, insurance companies have e;

! i"'.;'a

:iﬂsurencelrates by aeveiqping'certaim categorieS-o-

basad cn lcss experience, and charging diff eren* premlﬂma

-based:@n‘the difference in loss exposure of those grcu?s¢

In 1945, there were three basic classifications emploved

Kiggpieesure riving; {2) driving %o workt'aﬁawﬁ

a car for business purposes. By the late’194bté;;sémeaf”'47
«compan*es and underw*1t°rs ‘perceived that” furtber*reeenlng -
1@f the cless;flca ion system-would increase their ability .
to identify categoriss of risgks: which were ceﬁsideréﬁ ratter
because of low loss experience: by rating these classes st

in steracting these preferred risks. Follewing the lead

of large insurers, the bureau companies began refining

their classifications. As a consequence, by 1851, there
were: four classes of drlvers,‘by 1956, 7 classes; and by

1963 208 classes. At present, the I.S.0. manual contains

217h¢lasses,-although some‘insurers use fewer.

Insurance premlums are developed based not on_y on

'claSSLflcatlons.tbutealso on the basis of a territorial

»urating"system,.in_whichelosses~are allocated on the basis

vcf‘claSSfand‘territory to determine the appropriate rate.

.P;eeently,,New Jersey ledivided into 27 territories; .

[\
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Newark, thes highest rated territory, has rates wnhich are
2.4 times higher than that of the lowest rated territory,
when the differentiai between the highest and lowest is

figured on the basis of territory alone. With reference

(3]
4

£y

to class, jthere'is a statewide high-to-low ratio of 5-1.

v e

il i . S : .,.. L. » am
_When class and territorial differentials are combined, the
rates in the highest class-territory combination are twelve
times higher than thet of the lowest-rated class and

territory combination. People in higher rates classifi-

_ cations and territories pay a somewhat higher proportion

of a company's expgenses than do the ricks paying lower
- premiums. because those expenses are charged as a percen-

tage of the premium, aS‘followgz

Liability $207 ¢
Physical Damage - 342 (

Y Alluéggéaséé{tihclﬁ&ing'taxés, excluding loss adjustment
. expenses. Rates based on 15/30/5 BI and PD, PIP, UM,
' §100 Ded. Comp, $200 Ded. Coll, for a two-year old Chevrolet

Nova, based qniI.S.Q;‘data.

Thére éfgféé%érélﬁQé§éf§f,ﬁb&ifyiﬁgitﬁe prémium spread'
amdngjciaéééqhénd te:riﬁofies iﬁ #he state,.and the Committee
J héé éoﬁéidéfedva‘ﬁﬁﬁbér:of éitérﬁé£i§es. vA éhangeAin thisv

sysﬁemiwill, howévér,bbring about certain market dislocations.

-~ 4§ -
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It is easentlal ‘to remember that wha ar is done with
regard to rearranging premiums among classes and territories,
the assumptions of the insurers with reqard to the kinds

of business which they censider D*Otltable and unpr *ab?e-

)“

will .em in, even thcugh the system self has been cnanged

Thus, any attempt tc *edlst*;bute the prenlum of the drlve*s

,in'highe: risk classifications and‘territorial classifiCations

among all drivers will mean that companies will perceive the

‘fermerlyfhigher—rated’business te be underpriced end the

formerly lowerfrated busineSS'to be overpriced. Hence, under«

writers will tend to try to write only the ; rofltable ‘busi sf“

leaving the unproefitable business for the residual market

Suéhﬁé75?' A,gememt’w1lt have a significant impact on compani

Wh*Ch have relatiwvely hlch ‘exposure in the cities, as t?e

e g LY
find increas2d profitability. - Hence, it is important that

noR 2 .’L"T:"‘&G:‘.: ARout in Ssuch a mannery as Lo minim

substan ;@l market fislocations, while providing the rate

relief which is essential.

Consequently, after considerable study, the Ccmmittee

'7proposes that hlgh—rlsk cla531f1catlons and terrltorles should
_be "capped,” i.e., the principle should be established that
‘hé rate should go'above an established norm tied to the state-

 wide averéée'ratefvthe cest efi“capping" thesehterritories and

cla581f1catlons would be spread among all drlvers 1n the state.

%‘Secondly, a rev1ew or all classes and territories should be

undertaken Dromptly to recommend a system Wthh is fair to all‘

L g




drivers in the state, which ccntribute to insurance
being reasonably priced, and which uses classifications

and terret@rees whth velate ‘to tﬁe actual risk exposure

 LnVolved | léq
- The Commri ttee worked w1th f1gares which may be taken

to be a rough apprgxlmatgbh of the effect which this capping
'.twil;ihave»en NewﬁJerseyfdﬁivers.fe't scommends that (1) each
vufilerfs rate @lassificatibn:definiti@ns'and rateudifferen- |
?5“5",tlals be uanorm statew1de' (°) the antomcbﬂle insurance
'ﬁﬁlf?rate-ﬁherged to an lnsured uy each file 'shall not exceed
,two and. one—ﬁalf times that c@mpany‘s terxitorial average
rate f@r an insured w1th llke coverages and type of

TwQtht le, exclusive of driving record surcharges and dis-

4

; gy 1 o e g SEIE SO oy gy e o
counts: and (3] the automebile insurance rate charged v a

comoany o an insured shkall not exceed one-and-one~hall

Iﬁ_Shert, no rate for any cl ass*f ien could be rated
'highei=than 250% overwthe'statewide'average rate for that
. classification; no rate for any territory could be more
'A:than:150%aebeyefthe,terriﬁory‘wﬁich represents the state-
w1de average terrltorxal rate. At present, such
.&lfferentlals are as hlgh as 3-1 for classifications
;andezrl;forﬂterritorie57?currently,:when-clasSes and
eterrltorles are conSLdered together, the ratio of high-to-
aver agerlsf6—;;5 Thls prooosal will have the. greatest impact
“;»  ” upon.ehe drlvers in Vew Jersey whose rates are 51anlf1cantly
| hlghe;_thanyphosebqﬁethefreSt;Qf the state.

- .':{.;;8’;:'__>
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L‘*’L,?ACT OF PROPOSED CAPPING O RATE
RATIOS BY CL&SS,.JD T‘RR, TORY

Ratlo Of hlgheSt—Rated To. StateWLde Average Rate ’ ;?51¥Z;

b “64'

. . ' o PRESE’\Tm RATIO : NVW AA”IO

Class o 3-1 2.5-1

Territory | ‘ 2-1

W

-1
TOTAL . 8=1 3.75-1

2
-

. In uhe SmeLest terms, the Pommlttee s proposal wvll

recha tna hwgheu- ~at=d d”-vers Latea from s1x tlmes

hlgher *han the statawlde avarage rate to 3 75 tlmes thc =

HTYRE 3 TN W e Y
NEW RBRATIO
i , ,
3
s
2 13
E Class 5-1 4-3
-
] Terrlitsry 2.4-1 1.8~-1

r - o _ . TOTAL v 12-1 7.1

lowest—-rated classes and torritories will be reduced from

£ R e

12flltdv74l. In concr ete terms, using rough estimates, the

. cost of capping classifications and territories and redis-

foragrty b

;tributiné ﬁhelpremium chérges among other insureds will in-

’ yélve_a=dcllar red;stribution of $15,890,000, as follows:

, .

. Similarly, the differential between the highest-rated and .




TOTAL DOLLAR DIS”F [EU TION ‘ i

Liabilitv ~ Physical Damage  Total

$3,500,000  $4,440,000 $7,940,000

Capping Class _flCdtlbnS
. -y

3,150,000 4,800,000 7,950,000

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

On an individual basis, the cast per car of the premium re-

clstflbutlan for tarrltorlal and classification capping will

H\

a flat-rate

a"wnlch caﬁ ‘be dlstrlbutad by way 2f

COST PER CAR

‘ Lizbiliss Prhvsical Damacs Totzl
‘ ‘ & 2 JEASASES
Cost per car for .

capping tsrritorias 31.00 31.7C $2.7C
Cosk per car
capping C

tions .90 1.€0 2.50

Total cost pexr car _ $1.50 $3.3C $5.2C

| Tﬁe.Coméitteevaiao prqpoaes fhat a commission be es-

. .- tablished . by. statute to study‘and évaluate the existing
system of clas51f1catlons and territories. -The comﬁission
would lnclude represenuatlves .of ‘the Deoartment of Insurance,

the Public Advocate, the Leglslature, the lndustry, and a
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public member. It would be requirad to report on a quarterly
basis te the Assembly Banking and Insurance Committee ahd:
. 5 .

the Senate Labor, Industry,iand Professions Commiﬁtee,%énd ,

w0uidj§e reguired to réport its findings and recommendations

to the Legislature no later than January 1, 1980.




consicered to be poor risks. ' Thocse in-

ot 1nsured in the vo‘untery market form

the "rasidual market,” the size of which

yhich varies from state

upcn such factors as the rate suructure

npanies consider the prevailing rates to be

adeguate.,

‘pacitv.of insurers to write new business, and

3

the degree of selectivity used by companies in establishing

their underwriting standards. Theoretically, in a com-

it

petiti

r%meine ara ‘whiether nere are incentives bUllt into the
*es"ahal AT ket‘wechaELSﬂ to dlscourage placemer there.

.ﬂk:Asidebirnm'the;gohtroversy surrounding the nature of

the rat emaalﬁg process 1tself ‘no single issue has caused

,Agreater debate than-that7concerning the most efficient and

~¥apnr@u iate re81dual market mechanlsm to use in New’ Jeraey

to- prcvvde lnsurance for all o: those lndlvwduals who cannot

ive market, there should be an adequate rate for everycne:

PR




an

- best elements of both a reinsurance facility and a joint

Py

' a board of dlrectors appolnted by the Governor, similar to

” Assembly Blll 1121. Dlrectors would serve for staggered terms'

buy insurance in the voluntary market. Three kinds of

plan.
alternatives in its discussion of a voluntary market mechanism

market. After due consiferation of the pertinent factors, it

has concluded that the best and most efficient kind of

' the- nomlnatlon mechanlsm proposed by the administration in

lnsurers, producers, and the publlc would be represented

mechanisms have been discussed and debated in the Legislature,
by the No~Fault Study Commission, and by the Ad Hoc Committee:
a reinsurance facility, a joint underwriting association,

and the retention of a modified and improved assigned risk

+

The Ad Hoc Committes has considered two'of these

which would best meet the partidulai ngeds of the New Jersey

residual market mechanism would be a hybrid, containing the

o

S . e & il
underwriting associaticn.

,mlddeteerPgo vesal Foxr a Residual Market Mechanism:

The Rew Jersey Full Insurance Underwriting Associaticn

-‘l

The Committee proposss that a New Jersey Full Insurance
Underwriting Association be established which would write
residual market business at standard market rates.

The association would be composed of all lnsurers writ-

ing automoblle busxness in the state, and would be governed by




-

The board would establish policiss and procedures for the

H)

ically

-associaticnewhichrare not'speCL
ed” by statute. The C@mmissioner of Insurance would
"tavapprove:ﬁ;e;§iaa of o peratlcn establishad by

ot : any saboecuene revisions

asseciation. The_associ&tion,

@S:an Entﬁty“fwéﬁid‘heygiwen'most‘of the powers granted under

;Nequerseyelaw to anyfimsurer'writing property and casualty

ten by the assoc1atlon would be written by
rs on behalf of the association, and serviced

by these carr ler$ in the same manner as the carrier services

its rvegular %;@._hf business. Applicants who are unable to

securs c@vevag“ £

2 voluntary market would be permitted to

-

marxet rates. Risks whmca are sur enargeable weuld be writtan

o

using the same smﬁchaxg@ system as that used by the rating
’h@rnau Mhlch files zatas for the greatest number of insurers
in- the State. rather than the system whlch characterizes

the present assigned risk plan. ‘ \e.' -

The Ccmmlttee reccmmends that the rlsks which are

”placed and wrltten in the ]Olnt underwrltlng association
be wr1+t°n on the ‘same baels as. rlaks WY 1tte1 in the

voluntary market “and.that an attemnt be made to establlsh




equity between voluntary and residual market risks in all

aspacts of the insurance marketing, rating, and servicing

procass. Under tﬁEfCommittee's ercposal Voluntaryiﬁar

rate level wcu;d have to he estedl;shed for all re51dual”

5
3
-

%markef bu31ness. fhe Fommlttee conSLdered using the
stanﬁard 1.5.0. rate, but efﬁerfdue‘cen31deratl@nvof th;sr
approach, decided thaﬁ it would not be proper to bind
‘the assoc1atlcn to the IT.S5. 0 cla551flcatlon and ratlnq

svstem completely. Rather, it seeme d wiser to- permlt‘

the associaticn to establish its own class&f*eatlon plar:

and terrlto ai deiln*»lgﬂb without beipg locked Er

1.5.0. race system, which, although it represents the

experience of many companies writing 40% of the buginess

in the state, might or might not be germane or relevant '

“termining the total premium produced by I.S.0. (or other

rating bureau) rates and providing that the fotal premium

for joint underwriting association risks must be substantially

“ the same: the association would be permitted, however, to

develop its own classifications'and territorial definitions,

«whlch mlght for example,‘ccntaln fewer ClaSSlLlCatlon cells

”than does tHe I S.0. system. Inltlallv, durlng a traHSLtlon

perlod the assoc1aelo would‘be reaulred to use the same

cla ssification p1an used b" the AIP wklch nas fewer classes;
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and.*cSLdual market

~on a flat-ra;e ba51s) to be close to $14.00,

this could later be medified with the permission of the Com-

missicner. . The merit rating plan used by the

Lats

loint underwr

3
o

ing
asseciation would e reguirec td be identical to that used by

I.5.0. er its successor bureau for its voluntary market risks.

i

‘The.Committes has

ected the idea of»eséablishing

a specific surcharge to identify and collect whatever losses

:mayzecsu: im the mesiduai;market as a result of pricing
those risks at regular market rates. Rather, the

’1@55€5 @§‘th9 residual market should be built back into the

rates ©f auﬁb TOWMPRNY OF I

ng bureau as would any Otbe”

underwriting loss. Using only rough estimates, the coLrL“‘ee

has deterrmined that ¢n*tlallv the *otax amount of tnn short-

fall esteblished by writing vesidual market risks at

o v A
s, -
e ] s 5 P lOURE, BE
N T e 4y g - TN o ey o R Lo Fogg k] Ty o
5 CPhwsicsl Damage Snorhiall Total

em thls shor*kall 1s dlstrlbuted throughout the voluntary

in all claSSLflcatlons and territories

Ae xclwdlng anj ot“_r type of intra~-class and territory subsidy).

the ngures ‘show. the estlmaued cost per car (as established

as follows:

iy
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-an underwriting loss,

and recoupment

;w@neiheupar

e BT NIRRT 1 S

Physical Damage Zotal

C Ghed
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if the business pwaced in the assoc;at¢on ggnerates

such losses will be assessed to each

*wereof the association and this‘hmeunt will then be re-

cguped by each 1“_ure* tram 1ts policyholders. The assessment

procedure was considered and debated at length

There wasg some Cconcern

m@e members ©f the-@cmmi%teei

try that, given the nature ané

Of the l-,_,'*fi,

-0

512e of the res;éua* market sdbs;dy bullt lnto the . plan.

recouplng

e =

;here would be unwarranted deiay 'WiaeVi

that his authority to agprove

-

rates be in noc way diminished by the recoupment procedure
estsh&ished in the proposed legislation.

waever, as lt 1s ant1c1pated that the assoc1atlon will

\ﬂ@etermlne Lts yearly losses on the basxs of incurred loss,

’rather than on the basxs of clalms pald there may be a differ-

ence of oplnlon between the assocxatlon and the Commissioner

 as to the amount of reserves necessary to pay future claims.:

1thetlawdispute is possible over the

,Recqgn;zinqstherefore,

LA AT S s 8 e 2 983,
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e

auestion cf the actual amount of association lossas, the

committee has recommended a pracedure for establishing losses

and ‘the recoupment of these losses which-it feels will be fair

e association and teo the Cemmissioner.

e losses of the association wou’d be certified ‘annually
2tion to the_Commi sicnars the CommLSSLOner would
d k=) reques+ any supporting data which he might

feel was necessary to make a’judgement as to whether the

ampunt «certified should be approved. If the Commissioner dis-

. ) 3
e amount of losses as certified, he wcould be

=d ‘o state the reasons for his disapproval, and

J.mfi"c:aww the porticn of the certified losses which he

amr ol .

g“:audh the administrative process or by the Appellate

Divisiom of the Supsrior Court, which would have jurisdiction
in the mette_-,;ﬂn insurer buildingvassociation losses intd
1ts rates mnmed'be requlred to file documentation with the

Depar‘menm @i Insurance spec1fy1ng its share of assoc1at10n

:losses and.the meuhcd whlch 1t uses to lncorporaee the

’amount lnto lus regular rate8u

The Commlttee recommends that incentives be establﬂsﬁed

in the jOln underwriting association to encourage companies

: to wr;pe<pqeinese:;n ;he.voluntary_market which otherwise




~;woui@.&wﬂebnsi@ned to the residual market. Through ﬁhe,

,classificatian‘and terrl“orlal capping propo:als

recommendead by tbe Coxm;:tee thefestablishiﬁg

will

inevitably be risks which companies consider to be -

inadequately rated in terms of what they consider their ' .

actual ri X exposure Lo be. With selective underwri»ihqv'

*‘szﬂmmuanl‘a, Ggood rlsks in these claSbes ana tarrluormos

“cam %e‘-dertlfled and’ wrlttep in the voluntary ma*ket.f‘mo

encourage this, the Committee suggests the est&b‘lshmed

xyr a system of credits to be applied. agaj.nst ﬂnsurers'"ﬁ‘ff:’”"

reé of po

losses for certain kinds of "dbs;gnatea

writing risks in the wvoluntary

merket which are presently written in the AIP. Simila

SR, ey e S e o - TAamass  ANd
crscats wond L0 WTLTLNG Caphed ClLasidss =4

rerritories im the voluntary market., Ultimately, it weould

be .to a tmmgany”s'ba$t interest to reduce its pool par-

ticipation through this kind of selective underwriting.,

L_ “and theeﬂbmmmttee belleves that thls system of "take-out"
and ﬂhaep~@u " credlts wzll work to everyone's advantage
\ _hyncmmtributlng,tcward the reduction of the size of the

»?reSIdual market..__ ,{k;3_;-
Insurance agents and brokers would be a531gned to a

1éeer¢;3g@Carrler3Wlth-Whlch they now do»buSLness,'or to a
carriéifwﬁiCh}ué§éiﬁheisameikind of agency relationship

y‘Ofﬂ¢Qn£FéQt1WﬁiCh;thé;agent.has;with the companies which he

PR i g oA SR S0t 7




already represenis for volurntary market business. Pro-

ducers wouléd be paid The same cormissicns as their servicing

 carrier pays in the v’sm;lun‘tarv marxet.

is not in any way restricted in his choice of 1lmlu5. The

chosen by the committee are in fact the same

as those recommended by *he administration in its reinsurance

facility proposal. The association would offer the following

limits:  {1) beodily dinjury liability: $250,000.00 each person,

$500,000.00 each accident; {2) property damage liability: |

and property damage: $509,003

i - T 8 o o iy = - iy
Single JINLY SRn SCCiosntT]
o
Sad: oy e e
CTUCE TR,

Y TR
@ \}:w@ - »..’: J

first S100.00 of such damage:; . {6) personal injury protection

coverags as reguired by law: (7) additional perscnal injury

\h3protectlon coverage regquired to be offernd by law:; and (8)

any other autmmnb&;e insurance requl ed to be offered by law

“;and sunjact t@ the llmmts stated in the law.

At t&e lnceptlan of the new program, companies would be

requlred tc flle wlth the Commlss10ner a revised filing which

- would_lklustrateftherredlstrlbutlon of rates among their in-
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. sure@s as a result of the establishment of a Star

i

s

i

esidual market machanism and the capping

tions and territories. Premium incime

as a who

llection of the premium fra

T i » ‘
_-not change, but the

classaes of insureds would change as a result of the

i - “

Te‘: | |
tch
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The method of levying insurance surcharges varies
widely, and it it constructive to consider some of those
methods to Lnderptand the Committee's Droposals for

>
=
-

change. For 1t$~voluntwgn

market bu51ness, I1.8.0. uses
iy v

the following rating £ ctors to compute surcharges:

11X

3 4
Surcharge &% 90%  150%  220%

Thus, an adult driver with & base rating factor of 1.0 would

be surcharged by mcitiplying the surcharge factor times the

The assigned risk plan surcharges on minor violations
‘after six motor wehicle poimtsy aad drivers' base rates also

become higher. systems do not vary by class,

i}butjdb»varyﬁbygﬁerziﬁQIQZfémmﬂaorincrease'with driver point
accumulatlon hence the lwrg@st surcharges fall on those
who llve ln hlgher-rated.ﬁerrmt@rmes. Thls 1llustratlon
of. the 1mnact whldhftherpresent surcharge system has on
'drlvers who llve in- hlgh—rated terrltorles shows the

w;de varlatlon ;n surcharges throughout the system, in

both thejvoluntary'ahdﬁresidualfmarket:
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YOLUNTARY MARKST SURCEAFGES *

o T.85.0. Sur“,c?_}“-.-a:rg;e.s

I4
o L e
S b R o o P

B
£ POERE TR,
1

»
>

‘Newarkedrgv?r»lbaﬁe rate = 5198 %446 $763 81,089

Trenton suburban

RESTDUAL MAR

ET SURCHARGES *

e e i

ti-
]
e

Hewark driver {base rate  $213 $479 $800  $1172
s811) -

Trenton driver (base rate § 90  $203 $338 $ 4355
$334) | A

 ‘*0 Rates,baséd_on 15/30/5 Bodily Idjury and Property Damage,
PIP, UM, $100 Deductible Comprehensive and $200 Deductible

-

»__quligionﬁfOFigttwp—yearfold3Chevrolet‘Nova.'

Pt 7 - iy s e




'@ﬁzﬂotor‘Vehlcles,"wn_

- accumulation.

cmmittee Provosal

The Committee has analyzed the approach as pressnted

in Assembly Bill 112) and has rejected it for several

- reasons. First, suﬁtharvfng~§rimars fer ail violations

,‘would reculre that insurers request mctor venicle reports

ann&aliy,fnr each insured {or semi-annually in the case of

licies). This is a time-consuming and expensive

- process which would wu xmaﬁ ly raise unde“wrltlna Pcsbs,

: Mnreeveh,“*t would place an undue burden apon the DlV’SLOn'

hwwnuadfbe requlred to send these

reperts to insurers for aﬁ&,@.ﬁsmillien New Jersey drivers

“at least once a year. Secondly, the Committee recognizes. the.

fact that citations for minor violations are not always given
on an evenhanded basisy ¥””Werﬂ might be cited routi inely for
seme jurisdictions but not in others.

mittes recommends that ’l) companies

harge as st present for their woluntary

Jeint underwriting asscclaticn

- shall use the present I.S5.0. surcharge system, and (3) when

surcharges are levied, they ke ievied on a flat-rate bkasis,

aeveloaed as a pe centage of the statew;de average premlum

“for 1like coverages.

It is also recommended by the Committee that surcharges

be unlform as to dollar amounts for llke rlsks w1th llke

coverages on a statewzde ba31s w1thout terrltorlal dlstlnctlon.
In ths case, surchargcs would not vary by terrltory,

‘ or‘byfclassiflcation; but wQuld increase with.drlver point
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EFFECT OF ,PQOPOS’*D SUPC:L \RG SZ SVSTEM*

w DL .

(Present Surcharges in Parentheses)

NUMBER OF POINTS

2

Newark o $221 . 8368 -
driver (s2z6) A '($943 

$221 $368

Trenton T 8569
(s184)  ($306) . .(s449) ~

suburban driver

 The abOVe examplEVShows graphically the variances

lnherenu in the present *s‘l.lrc?:lar:g«f= systnm ln bcth the residual

Ld tFe'mea.s by whlch *he el;mlnat cn

_and volun*ary marKetS;

S

- of territori ctions in establishing surcgarges wmula
substantially radute the Newa.k (or otber nlgh—rated territ* v)

_Thus, the same tyce oz aurﬂha*ae dlst”l—

& Tonygmt Sty LTS Tppengy 3 Y " s 3 e}
Lo both a8 veluntary and the resicual
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present would nct be required to do so.

‘L f, Rates based on. 15/30/5 Bodily Injury and Property Damage,
 "PIP, UM, $100 Deductible Comprehensive and $200 Deductible
‘COlllSlon fer a two-year-old Chevrolet Nova.




RATEMAKING

New Jersey, like many other states. operatas under

the "prior approval® .system of rate making, which requires

5insureré %© file prcpesed rates with the Department of

Insuraﬁcg for the appravalng the Commissioner of Insuraance. _;]
The historic justification for this kind of :ate

regulaticn by the State has been that insurance companies

.are permitted to share statistical and other ratemaking

information in a manner which, if applied to other types . P

of industry, would be considered contrary to the principles q

established by state and federal anti-trust laws. As a
consequence, state regulatory authorities have been

“charged with cdetermining that rates developed in this

W, - T & e
mEaonaY e Oou DIRASCERASLY QLdR,
b

3
t

T i 4™ v & B! - 2 o PR e b 9 y 1 9 e 2
The Committes belisves that the ratling climate in

Ty A S - e e s o o R TN AN Y T o
MUST L& 1IpIowed, aid LOAD logurands CCRDanies ‘

must have a reascnabls assurance that they will be per-

mittad to charge raies which will be adequate and which
will adcurately reflect market conditions. t the same
‘,time;:the'rolelbf‘tﬁé;hééartmehtibf Insurance in the
ratemaking process must.be preserved. The Committee
endorses the Départﬁegiis;pléhs4to:ihcrease its own

ucapability'Eb‘appfbvé*rafés@ih"thé timely manner. The

regulatory lag which is now a fact of life in New

Jersey must be eliminated for the good of the industry and

consumer alike. LT | - o \
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" a corrected fili

“with his rules for suck

mlttee veco gt

f1ndex is vﬁtended to e anxexpedl_ed procedure, but 1is

~he Committee recammenﬁs:ﬁhat the Cowm1531o r be

ng is 'made,’ @r 4; days after the date of -

e

an order of the Supgiib;@ﬂmugi'ﬁusﬁaining an appeal of -

orid be eguired to notify

& rate filing does not comply

s;‘ In addition, the com-

:ds T m%eﬁtoﬁmlsSLQre* be requlred

, ann"a1ly to as%amlﬁs% mnﬁu«es, ©or rates of ”hang~, based

on the automoblietmamnt"”«as and repair and the medical cars

cost compeneants of t+he Tnited States Consumer Price Index

an insurer

counld use it as 2 basis ﬁmx'a ate revision, which

would take effect lﬁ:ﬁa@& aﬁ*ww the filing unless dis-

‘approved by the Comm.ﬁﬁmmmer The Comm1351oner could

dlsapprove the us*nq of &m@ xmd ex or a portion of the

index if he\founa that.&ﬁe:rates charged by the company

using,;he 1ndex dld not meet xatemaklng standards estab—

llsned by law.sznsu rs;weuiﬁhbevpermltted to make

3
v
=}
:
t+
n

regulor Lllvnqs for in.excess of the index. The




;ct_intenac4‘“o ke any. klnd o- uDatluUte for €he normal :

ratenmakirg process. Using -thelr normal ratemaking procedures, A7
-conpanles wauld be reguirsd to justify any rate lngrease ,_i
- made under the indices; as 2 matter of praculcallty, i3

>conpanles mlght dec1de =o ‘take less than the allowablie

amount for competitive imemasons., The illustration below

" indicates that had an indexing system been in effect

~since lQ?ég.ra@e.increa$es would not have been as great - §

' as those actmally granted by the Commissioner during that 3
time perlod:
BI amd PIP Coverage .
T. INDEX USED Total Hediczl Care Component of
the Consumer Price Index
Annual Indsx
Year % Changa
IBTY -~ H
;“'9 g. 5%
1278 10.1%
:yi:, S .9%
974 12.4%

§i

Z RAGEf : : 10.3%
IX. AVERAGE ANNUAL RATE OF INCREASE GRANTED BY INSURANCE

. DEPARTMENT TO ISO 1974-78 —— 15.0% (BI and PIP)




e

. Annual Weighted
Year | | Index % Change

I S 1978 » e o . 10.3%" Lo
T 1974 o 15. G/o
AVERAGE = - e

AVERAGE ANNUAL RATE OF INCREASE GRAJWvD Bv INSUQANGE

i : . ) PO
B o - 0 - ] - -y X - 7 = OOM YN T T 3
DERPARTME NT T0 IS0 1874-T8 —-= 11.,0% (¥PL, CO D, CU-A..». ¥
T ool ol a TR R IATQ A
PART TII -~ ALI, COVERACES COME D
* ety — = T for ™ oTRT - ey ey TaTALTS <39
SAMPLE TMNDEX AVERACGE RAETE 07 CHAWGE, 1978 —iZe.e-T2V-.

AVERAGE ANNUAL RATE CHANGE GRANTED ISO BY

COMMISSIONER, 1974-78....+14.8% (all coverages):

2 Hénce;aonwthé basis of these figures, using a SampP
V lndex, lt is clear that the 1ncrease allowed by an indexX

woqu not result ln rates whlch were excesslve nor woula»

they suneraede the nc*mal ratemaklng orocess. Whau an

.1ndex would acconpllsh however, ls to orov1de some

‘regular rate rellel for conpanles and, it ls felt, WOQ;G




1

‘contribute toward dispelling the present tension and ill
“feeling which presently exists between the industry and

the Department. Insurers would ke able to estimate their

o
.

neads more.

eccurat

0¥
e

iy and would feel more securs if they
were @gsuﬁéd‘that the long period of regulatory lag, which
has a Tendency to undermine the accuracy of the ratemaking
;précesﬁ,wguld be.eliminated, and that rate changes wouid
;be'avaiiaﬁiﬁgon’a,regular:basis. Consumers would benefit
from smaller rate increases, even though they might occur

with more fregquency. Most important, it is hoped that this

- provision would help to resteore the mutual trust and con~. ..
fidence between regulator and regulated which has been ercded

over the past several years.

s

PR,




TH C@mmltteb racognhzes the cort;nu*ng necasszhy of

7

-

attemptlrg to contain costs within the automebil ;‘ '.énce
;ystem. Wh l= it did not speCLflcally study the issu e'of mo~
’ faul£ reform, it rec ognlzes that such reform is ess=nt1a if
y;omprehensivé reform of the system as a'thle_is to be
:‘éffective.‘ | |

‘Ne-fault reform for New Jersey has been studied by the

No-Fault Study‘C@mmiSSLQH established by the Legislatnfe in
19/7 and by the Assembl ly Banklng and Insurance Committee

several bills are presently pend*ng before the Legisla§f?e>@n{juwﬁ

rhig subject. The Commitites urges that prompt attention
be given to this arsa, and that major raior of ths prassnt
no-fault law ke undertaken.

Since the original no-fault legislation pecane effscive

in 1973, a number of significant court decisions as well as
‘lnflathﬂa*V oressuré on the economy have empnas iz
for the reviesw and amendment of the law. The Committes
belieVésfthatféﬁeséaareéS“héve.béen'well’identified'and urge
prompt action in‘this area‘as‘part of a general automobile

fefdrﬁﬁéaékége. “




IHE EFFECT OF COMPREHENSIVE AUTOMOBILE

The Committes believes it to e esse tial tha; its

- Z

R

recemmendatlans ‘he conemdeﬁedna a total pacxage mf re fcrm,

because all of the aveas with wahich it deal® have an important

interrelationshin. . To ma&e significant changes in one area,

- such as ratemaking er risk c;:ssmflcatlo i3 to make a similarly

{significaﬁt,impaciw‘fmréEa@;ple,-upén_the size‘end nature

Cof theVTeeiémaiﬁmarket,x

1troversy over ‘the : e31dual nar<et Was “He Fo toce

iveily

cht tneﬂcommxftee lnto melng, ‘and it

'has recammendpﬂ the establishment of.axmecnanlsm whlch‘will

ke unigue te,ﬁQWVﬁeiseyheﬁ&~whi¢h it believas can handle

b~ Lot e

iz predicated upcon the assumpticn that the

N a ) .
. 2rArsT A e st s mems 1T om oo
L% SOCULG 08 KDl af SMaeil &=

possibles £he*w*$t majority of risks should be written in
the vmﬂ“mtaxm mmxket.‘bThis means that companies must have
scme assurance that rate levels will be reasonably adequate,
 ’~éﬁa;thétfthe*lomg"delays'1nnthe prior approval process will
be el.m&na*ed, Adequate ratas have an‘imoortant bearing on
fthe sxze of the residual market both because companies are
“fﬁnwilling'tn’writé'a“largefamount of new business at in-

badequate rates and because they are precluded from doing so -

lf thel& surplus is 1nadequate.




Similarly. ter ltarlal and classification capo‘h will
necessitate the existence of a residual market mechanism'vhic“

can =fficientiy

which hasf? system of take-out and keep—ouu crealts whlch,"? "

force r@mpanlns to be fmore disc rlmlnat*ng in d°Cldlng te

underwrite risks in < ications and territories which*

they may have foermarly rejected cut of hand. Ter ritorial

3ng and subsequeq* longe:—term reform

in this area Sh®u¢d not Be camblned w1th & re51dua maz ket

s risks to ke "dumped“ 1ndlsCV1m1ratela,
ting by companies, and,causinqnﬁhef;_)wi

nism to rise. “In the long run,

- a m
. . - - Ay o e

N R aa o -l A "*'\‘V"’ "'“ - iy T ket S ik i iwe Cnge
A0 TeXERZE DL LGN @addd L b

In short, what is needed in New Jersey is a well-
ntegrated insurancéymarket'which functions effactively
‘and which isrcarefully monitored by an insurance department
fwhica,has .a sufficiently large and well-qualified staff. The
pdwer of the Commissicner to‘apprqyé rates and to oversee the
~fopérations ahd‘finéncial“sOlvéﬁcy‘ofAcompanies selling
2'1nsuranco in' New Jprsev is undisputed: the: Committee has no

lntontlon of recommandlng that any ‘of this autnorlty beﬁ

‘reduced»or moq;;;ed 1n’any»manner.
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The Comm,ttee believes that aLl insureds in New Jersey

deserve eguitable trsatment, and that consistent and ongoing

be made by covernment, oy industry., anéd by

consumersﬁﬁhzm elves to assure that this equity wexists It

is to evervcde s advangage to have a well-functioning system

which can @ffer +he insurance prcduct as. inexpensively as

possible and at the same time insure fair treatment to everycne.

Efforts st

should be made to contain costs throughout the system

through sffective no-fault reform.

" In concrete terms, a final illustration may be given as

ial 51gn1f+can* effact of the Committes's pro-

pcsal to establish a one-tier residual market mechanlsn,

and to place a cap on classifications and terri

B e e
Lerriiariess

e




TFECT OF CLASS AND TERRITORY CAPPING,

AND A ONE- mLAQ RESIDUAL MARKET

: it

: Assigned Risk
e : ({Present)

Without With
Present Viclaticn Violations
Voluntary* or or _
1.5:C. Accidents ccidents* Provossd*

- 18 year cld male . e

driver, Newark = = $1735 81769 52224 . 81286

18 year cld male
=@river, Trenton : R - ~ ~

Maie, age 40
-~ long drive to
wotk Newark 78

4
19¢]
(]

-3
185
[T
*..J
@
[0)]
~
!J»l

W

tuo~year old Cbev*o-et Nova.
table in appendix) o

It should be notea that these rates are rough estimates,

fend'are lntended to lllustrate the relat1v1t1es involved in

»the proposed changes rather than the actual figures. The

; tommlttee belleves that these reforms are essentlal and

A T T RN

.;urges thelr prompt conSLHeratlon by the Leglslature.'
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Compariscn of Rates Showing
Combined Effect of Class Capping,
Territory Capping and Rating Residual
‘Market at I.S.0. Rates -




Wit

o SR A}

Class Definitions

i

Sl

The tzble below ce..u*,,s the classas used in fhe grel._.; *f‘r;a*—*qcne_%

Class 1 -8 J.:g_e Male Pg? 18, Prmcmal Ooe?atm, D .

See

‘;«,o_

Class 2 = S._rgle Male Age 22, P;.m&.pal Operator, D‘r:z;ve e V,ork.
Cilass 3 ~ Single Male Zge 27, Principal Cperzter, Drive ' Work. S

Single Female Age 18, Principal Cperator, Drive to Work.

0
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Single Female Age 22, Principal Cperator, Drive to Work.
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Class 6 = Single Female Age 27, Principal Cperator, Drive t@ mczk 1ess ""; .
- than 10 miles each way. . R
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S.u*gle Male Age ,184, Mot Prin cn.pa.l Gperatcr Pleast.ré"iisé:“

;c:r.pa;. Ocerator, ULasu.. Use,

Principal Cperator, Pleasure Usa.
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‘ L o . CExldbit Cl

Total Package -
Ccmparmon of Ratcs Showing ¢ .J.ned Lffect of Class Capplng, TeuiLoxy (_applnq &
= ‘ Rating Residual Market aL 1.5.0. Ratprwﬂw_
. Classd_ L ;
, Assiqued Rislk
S .0 Vel.* S8upp. aupp.t Hew i
. Territory’ - PLES SR i teg® Rate
SRR 51,795 1,769 §2,224 31,266 710
. Jersey City - 1,319 1,295 1,614 1,192 93
© Camden. .+ 1,283 1,251 1,380 1,160 679
Orange . - . * 1,213 .1.,214 1,861 1,132 566

| South Dergen - $ 919 § 023 81,174 & 650 5 678§ 694 § 884 ¢ 14 8473 S gies § 618 8498
* Taterson 918 = 913 1,13 @5 - 676 688 858 712 . A7l L 4g3 508 496

» e o , e e A L gme L - — 479
: South West = .- . B63 859 - 1,057 805 642 652 .. B02 " 476 455 - 466 - 568 |
. Newark Suburban - 856 899 1,089 836 663 677 818 698 - 464 . 477 573 488

- New Brunswick .S 793§ 797 $1,024 B 740 $ ‘587 S 60]_ $ 772 $ 618 $413 $424 $ 542 $ 35
Morth Centrel 1767 713 940 716 569 586 711 599 403 417 502 425

. Plainfield . 780 790 959 728 575 595 721 o5 402 e 03 423
“ . Prenton Suburban - 744 748 919 694 551 565 693 "580 . 388 198 488 408

*Plus all applicable surcharges; for accidents and wajor violations.

NOTE: Rates based on 15/30/5 PIP, UM, $100 Couprehensive and $200 collision for a to year old Chevrolet Nova.
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Cmp;irisan of Rates Showing Conbin :Iff ec,t. of (‘] ags Capping, Terrlioxy Capping &
L - _Bating Resid 8.0. Rates .
- ¥ " v j " 14
Clasg 4 _ é_wwf Class 6 _

. Assigned Risk
S Vol.* Supp. Supp.* v

o | Uncd Rigk
{meugiif_jIQ) IT. 1

vol.* ‘Bupp Supp.*  New
ISO . ) II . _ T l(c\t(u 4

$583 $656  $691  $850 523
46 477 506 620 488
537 471 497 546 491
526 449 479 601 173

‘Newark . ¢ $953  S874  §1,074 0

- Jersey City : ' 697 = 640 784 71l
Camden - . . . 683 629 691 &Y
.Orange .~ " 649 - 603 756 Gt

i South Bergen $486  $449 § 562 §512 §372 8354 $444 $392 $333  $354 s443 $351
~ Paterson - 485 443 543 A1 3 350 430 389 ' 331 350 430 348

South West . 467 433 523 492 362 345 417 . 382 326 345 417 344
© Newark Suburban 477 439 522 502 365 346 ¢ 413 384 328 346 413 345

e e

‘New Brunswick $424  $392  § 494 5447 8926 $311 0 $391  $343 $204 311 $391 $309
© . North Central - 414 384 458 436 319 306 ¢ 366 336 . 288 366 366 303
“ . Plainfield 414 384 458 436 316 303 . 3627 333 284 . 303 362 299
“Trenton Suburban 399 368 - 446 420 306 292 . 353 323 276 292 353 291

*Plus all appllcab]e surchax*ges, for accidents and major vmlatlous.

NOLE: Rates based on 15/30/5 PIP, UM, $1C0 Couprehensivi and $200: (‘OlllblOl’l for a two year old_Chevrolet Hova.
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H“Q;.'Territogz -

~f_Newark

ﬁ7; 03if;;ifj97i;”f§'7*f;

Jersey Clty

. Camden .
- Orange

- South Bergen -
. Paterson .

- Couth West

. Newark Suburban

vaew Brunswick

Morth Central
Plainfield

““TPrenton Suburban

‘NOTE: Rates based on 15/30/5 PIP,

Compérison of Rates

 Ehibit €3

Class 7

‘Llwss B

e “"

. ClaSb 9

A551qned Risk

‘Vovl.* Supp.  Supp.*

N

I

PR S
. $1,349 $1,2684 $1,596

991 940 1,160
967 915 1,008
915 883 1,121

s 691§ 667 § B840

688 658 814
653 630 767

674 650 781

. § 5976 579 § 735

579 563 678
586 5711 686
562 542 662

51,074

]

1,011

1986

964

7217
724
688
710

629
609
617

592

1bas*

T Assigned Risk

Supp. Supp.*

RO 3 RTINS S

New

5929

666
633

5473
v471
455

64,

5413
4403

402
348

20 $967 - $1,201

709.., 875
691 760

667 846

R

gd96  § 630

494 610
477 580
487. . 585

§435  § 553

426 512
428 - 513
407 -+ . + 498

*Plus all applicable surcharges; for accidents and major violations,

- Rates* -

§740
693
679
666

4

$498
496
479
48 8

$435
425
423
408

}\3‘31

\ssigned Rigk

vol.* Supp.  Supp.*

so 11 -

1.

Neay

. Bateﬂ

$582 ,$6S§;
423 482

419 473
400 458

$815
594
519
578

$295  §337

293 334

292 329
291.. - 330

$261 296

257 293
251 289

-245 © 278

Bt it
T T

- $425
412
399
395

§375

351
. 346
- 338

M, $100 Ccaprehensivm’énd $200 Collision for a two year oldehevroiet Nova.

$466
432
428
421

$311
309
308
306

$275
270
265
258
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Ccitparis‘on of Rates Showing Comdsds

. Clas«s 10

. Aas;gned Ti.ak
T vol.* Supp.,., Bupp.*  New Vel
. Territory .. = 10 11 X Rates* 180

wark 0 $582  $659 . $B15
ersey City .~~~ 423 482 = 594 &7
arden ¢ . 419 473 519 A28 47
X .. 400 - 458 . 878 = 421 149

BRSNS

- Mewr
Rates*
Co§621
- Tego
572
561

South Bergen - $295 $337 . $425  §31) C$333 0 $354 g4l §351 . §397 $382  $474 418
“Paterson . 293 334 . 412 309 331 350 7 44 348 395 377 459 416
© South West 292 329 399 308 326 345 417 344 385 372 447 405
. Newark Suburban 291 330 395 306 326 346 413 345 -390 373 443 410

=18 -

" New Brunswick $261 $296  $375 . $275 ©§294 $311  1§391  $309 §348 §336 418 $367
" North Central - 257 293 351. 270 286 306 - 366 303 340 328 390 358
_Plainficld 251 289 346 265 244 303 ¢ 362 299 337 32 387 355
i '1‘rcnton Suburban = - 245 278 . 338 25¢ 20 202 % 353 291 , 127 315 378 - 344

"”,'-_*Plus all appllcable surcharges, for accidents and major violations.’

V{LFZ""I\OI‘E RALLS based on 15/30/5 PJ:P, UM, $100 c.unprehr,mwc ardd ,»200 (‘ol 1ision for & two year old Chevrolet Nova
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‘I, Currert 1.5.0. System (Me pies 1)

. S&afhargeh o not vazy by cla551ﬁluati:n.
St 'f*?fease w1tb ériver pclrt ac:cmula don
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* Sumharmes o not vary by terxitory.

* Surcharges <o nct vary by class.

* Suz:haxgas do not increase for successive points.

Point Charce Cuamlative Charce

st e

.. 45% . . .o .- 45%

sy 908
- 45% - 135%
curth or'rrxﬂa - 45% o 1803




- clent,fVJ.oth.c:n
- Burchargs Altermatives

P Poimts . - -

‘?"53743' 51 oscf | .
L .v 368 . 539 s
om0

$549 . .S €05
331 44l

8530 §
368 -
=t

i Uy

dw g €

SR
Ftigy i

ite Gy b
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a1 U

North Cenftral - $8  s187 . $312 S 458
| o o 98 221 368 539
.. W0 221 33 a3
s8 s194 s34 5 475
98 221 368 539
o130 221 33;1 411

Plainfield

e Looue ‘
Trenton Suburban S $82 3184 $306 S 449

T ... .98 . 221 388 - . 539
Coie 2T 3L dal

iﬂﬂé‘EﬁHiﬁmH;’

NOTE: Cost based e 15/30/5 PIP, U4, $100 Camprehensive and $200 Collision -
for a two vear old Chevrolet Nove; adult cperator, pleasure usa.






