
AUTOMOBILE INSURANCE 

Amended to delete references to the NJAFIUA and to substitute 
therefor a general reference to residual market mechanisms created by 
New Jersey statute consistent with "The Fair Automobile Insurance 
Reform Act of 1990", P.L. 1980 c.8. 

11:3-15.2 Scope 
This subchapter applies to every insurance company au-

thorized to transact the business of private passenger auto-
mobile insurance in this State and to any residual market 
mechanism created by any New Jersey statute. 

New Rule, R.1989 d.117, effective February 21, 1989. 
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b). 

Old text was repealed. 
Amended by R.1990 d.580, effective November 19, 1990 (operative 

January 1, 1991). 
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b). 

Amended to delete references to the NJAFIUA and to substitute 
therefor a general reference to residual market mechanisms created by 
New Jersey statute consistent with "The Fair Automobile Insurance 
Reform Act of 1990", P.L. 1980 c.8. 

11:3-15.3 Definitions 
The following words and terms, when used in this sub-

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

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

"Insurance company" means any person, corporation, as-
sociation, partnership, company and any other legal entity 
issuing a contract of private passenger automobile insur-
ance, including any residual market mechanism established 
pursuant to any New Jersey statute. As appropriate, "insur-
ance company" shall also mean a servicing carrier for a 
residual market mechanism. 

New Rule, R.1989 d.117, effective February 21, 1989. 
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b). 

Repealed old rule, "effective date." 
Amended by R.1989 d.624, effective December 18, 1989 (operative 

January 1, 1990). 
See: 21 N.J.R. 3244(a), 21 N.J.R. 3922(a). 

NJAFIUA added to definition of "insurance company". 
Amended by R.1990 d.580, effective November 19, 1990 (operative 

January 1, 1991). 
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b). 

Changed definition of "Insurance Company" for consistency with 
"The Fair Automobile Insurance Reform Act of 1990", P.L. 1990 c.8. 

Case Notes 
Insured was not entitled to underinsured motorist benefits; insurance 

carried by two vehicles which struck his was greater than the amount of 
uninsured coverage which he could have obtained. Pinto v. Garretson, 
237 N.J.Super. 444, 568 A.2d 119 (A.D.1989). 

Insurer and agent were not liable in allegedly failing to inform 
insured about higher levels of underinsured motorist coverage. Pinto v. 
Garretson, 237 N.J.Super. 444,568 A.2d 119 (A.D.1989). 

11:3-15.4 Compliance 
Pursuant to N.J.S.A. 39:6A-23, no new private passenger 

automobile insurance policy or renewal shall be issued on or 
after January 1, 1989, unless the application for the policy or 
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renewal is accompanied by a written notice which meets the 
minimum standards prescribed in this subchapter. 

New Rule, R.1989 d.117, effective February 21, 1989. 
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b). 

Repealed "General context of written notice". 
Amended by R.1996 d.58, effective February 5, 1996. 
See: 27 N.J.R. 3682(a), 28 N.J.R. 855(a). 

Case Notes 
Insurance agent had no obligation to contact insureds to provide 

explanation of notice provided by insurance carrier. Bruce v. James P. 
MacLean Firm, 238 NJ.Super. 501, 570 A.2d 49 (L.1989), affirmed 238 
N.J.Super. 408, 570 A.2d 1. 

"Notice of coverage" provisions imposed duty on carrier to prove 
only that it mass mailed requisite materials concerning optional cover-
age to its insureds. Bruce v. James P. MacLean Firm, 238 N.J.Super. 
501, 570 A.2d 49 (L.1989), affirmed 238 N.J.Super. 408, 570 A.2d 1. 

11:3-15.5 Content of written notice; receipt by public 
(a) The written notice shall include the New Jersey Auto 

Insurance Buyer's Guide and the Coverage Selection Form 
as they appear in this subchapter. 

(b) Each named insured of an automobile insurance poli-
cy shall receive a Buyer's Guide and a Coverage Selection 
Form: 

1. When application is made for a new policy; 

2. As part of a notice of renewal; and 

3. When mid-term changes are requested which re-
quire the use of a Coverage Selection Form (see N.J.A.C. 
11:3-15.9). 

(c) The Coverage Selection Form shall be used in accor-
dance with the requirements of N.J.A.C. 11:3-15.9. 

New Rule, R.1989 d.117, effective February 21, 1989. 
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b). 

Repealed "General content of buyer's guide". 
Amended by R.1989 d.624, effective December 18, 1989 (operative 

January 1, 1990). 
See: 21 N.J.R. 3244(a), 21 N.J.R. 3922(a). 

(c) deleted. 
Amended by R.1990 d.580, effective November 19, 1990 (operative 

January 1, 1991). 
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b). 

Amended to clarify when a Buyer's Guide and Coverage Selection 
Form are required to be received by the public, and, for convenience to 
the reader, to reference the rules concerning the use of the Coverage 
Selection Form (see section 13 of the "Fair Automobile Insurance 
Reform Act of 1990"). 

Case Notes 
Insured could not have jury trial in reformation action for agent's 

failure to inform insured of available underinsured motorist coverage. 
Weinisch v. Sawyer, 123 N.J. 333, 587 A.2d 615 (1991). 

Direct writing insurer was not responsible for insured's inadequate 
underinsured motorist (UIM) coverage. Andriani v. New Jersey Mfrs. 
Ins. Co., 245 N.J.Super. 252, 584 A.2d 875 (A.D.1991), certification 
denied 126 N.J. 327, 598 A.2d 886. 

Client-initiated contacts with insurance brokers can result in broker's 
duty to exercise skill and possess knowledge concerning coverages. 
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Avery v. Arthur E. Armitage Agency, 242 N.J.Super. 293, 576 A.2d 907 
(A.D.1990). 

Insurer's buyer's guide and coverage selection form complied with 
regulations. Avery v. Arthur E. Armitage Agency, 242 NJ.Super. 293, 
576 A.2d 907 (A.D.1990). 

Insurer that was already voluntarily offering underinsured motorist 
coverage prior to January 1, 1984 did not have adjustment period until 
July 1, 1984. Sikking v. Nelson, 242 NJ.Super. 185, 576 A.2d 311 
(A.D.1990). 

"Notice of coverage" provisions required carrier to prove only that it 
mass mailed requisite materials, Bruce v. James P. MacLean Firm, 238 
N.J.Super. 501, 570 A.2d 49 (L.1989), affirmed 238 NJ.Super. 408, 570 
A.2d 1. 

Insured was not entitled to underinsured motorist benefits; insurance 
carried by two vehicles which struck his was greater than the amount of 
uninsured coverage which he could have obtained. · Pinto v. Garretson, 
237 NJ.Super. 444, 568 A.2d 119 (A.D.1989). 

Insurer and agent were not liable in allegedly failing to inform 
insured about higher levels of underinsured motorist coverage. Pinto v. 
Garretson, 237 N.J.Super. 444, 568 A.2d 119 (A.D.1989). 

Whether insured was contributorily negligent was for jury. Weinisch 
v. Sawyer, 237 N.J.Super. 195, 567 A.2d 259 (A.D.1989), certification 
granted 121 N.J. 658, 583 A.2d 345, reversed 123 N.J. 333, 587 A.2d 
615. . 

11:3-15.6 Minimum Standards for New Jersey Auto 
Insurance Buyer's Guide 

(a) Any insurance company may comply with this sub-
chapter by using a camera-ready typeset Buyer's Guide 
produced by the Department. To obtain this camera-ready 
Buyer's Guide, an insurance company may contact the 
Division of Public Affairs, Department of Insurance, 20 
West State Street, CN 325, Trenton, New Jersey 
08625-0325. 

(b) Insurance companies that wish to produce their own 
plates may do so according to the requirements prescribed 
in this subchapter. 

(c) In preparing the Buyer's Guide, insurance companies 
shall use the text provided in this subchapter. Insurance 
companies which do not offer all the coverages described in 
the Buyer's Guide shall delete those sections and shall 
indicate clearly that they do not offer those coverages. 
Insurance companies may add information to the Buyer's 
Guide provided that the additional information is consistent 
with the purpose of the written notice. 

( d) To assure conformity with this subchapter, each insur-
ance company shall file its Buyer's Guide with the Division 
of Public Affairs. The filing shall include a sample copy of 
the insurance company's Buyer's Guide and a letter listing 
all alterations and additions, if any, made from the text 
appearing in this section. The filing shall be made once 
when the first Buyer's Guide is issued by the insurance 
company and again whenever changes are made. 

DEPT. OF INSURANCE 

(e) When changes are made in Buyer's Guide, the new 
Buyer's Guide shall be filed with the Division of Public 
Affairs within seven days of its use, and the bottom of the 
last page shall clearly state the month and year in which the \__ __ ../ 
changes were implemented. Insurers shall be permitted to 
use existing supplies of the current Buyer's Guide until. June 
30, 1996. After that date, only use of a Buyer's Guide 
conforming to these rules shall be permitted. 

(f) The size of the pages of the Buyer's Guide shall not 
be smaller than three and a half inches by eight and one-
half incl;les. The camera-ready Buyer's Guide produced by 
the Department shall use pages measuring five and one-half 
inches by eight and one-half inches. 

(g) An insurance company which uses the Department's 
camera-ready Buyer's Guide shall not reduce the image or 
the size of its pages. The Buyer's Guide shall be bound. If 
an insurance company intends to fit this printed booklet in a 
common-size four-inch by nine-inch business envelope, the 
booklet may be folded once lengthwise. 

(h) The Buyer's Guide shall be printed on paper of a 
quality sufficient to assure that printing does not bleed from 
one side to the other. The cover may be of the same or 
better paper quality as the pages. 

(i) The type size used in the Buyer's Guide shall be at 
least 10-point. The camera-ready material provided by the 
Department shall be 12-point type. 

(j) The type style used shall be within the discretion of 
the insurance company, but it shall be suitable for the use of 
boldface type for emphasis. In the text required by this 
subchapter, material which appears in boldface shall be 
printed in boldface type. The type style used in the camera-
ready material provided by the Department shall be Times 
Roman. 

(k) To provide adequate white space for an attractive 
format, the typeset shall be paragraphed consistent with the 
text of the Buyer's Guide in (m) below. Additionally, at 
least one line shall be skipped between each paragraph. 

(l) The Buyer's Guide shall have a cover with the follow-
ing title in large type: "New Jersey Auto Insurance Buyer's 
Guide." In regular type, the cover shall state, "This contains 
only general information and is not a legal document." An 
insurance company may include its name and/or company 
logo on the cover. 

(m) An insurance company which writes at least two 
percent of the New Jersey private passenger automobile 
market, and each NJAFIUA servicing carrier, shall print its 
name and toll-free telephone number on the last page of the 
Buyer's Guide. 

Supp. 4-21-97 3-46 
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(n) An insurance company which does not offer addition-
al medical expense benefits above limits of $250,000 per 
person, per accident, shall not include any reference to this 
optional coverage in its Buyer's Guide, nor shall any refer-
ence be made to such coverage in its Coverage Selection 
Form. 

(a) The text of the New Jersey Auto Insurance Buyers' 
Guide follows: 

New Jersey 
Auto Insurance 
Buyers' Guide 

This contains only general information and is not a legal 
document. 

Summary 
New Jersey consumers have specific rights regarding the 

purchase of auto insurance coverage. 

For instance, if the insurance company you choose will 
not sell you auto insurance, the company must tell you why 
and, upon your request, the company must respond in 
writing. If you are not satisfied with the company's re-
sponse, you can ask the New Jersey Department of Insur-
ance for help. Under certain circumstances, you may also 
ask for a hearing. Any consumer who believes that his or 
her insurance company has improperly charged him or her 
for an at-fault accident can contact the Department, which 
will investigate the allegations. 

The insurance agent or the insurance company also must 
tell you whether you qualify for auto insurance coverage 
with one of its other companies or affiliates. Auto insur-
ance applicants with eight or fewer eligibility points can 
obtain coverage from the company to which they apply, if 
they fulfill all other eligibility requirements. 

You also have the right to receive from your agent auto 
insurance premium quotes from all the insurance companies 
he or she represents for which you qualify. 

The law requires that you maintain auto liability coverage 
which, subject to the terms and limits of the policy, protects 
you in case you are sued, and pays for damages that you 
cause to someone else's property. Please see page XX. 

You are also required to purchase personal injury protec-
tion, which pays the auto accident-related medical bills of 
you and your family. Please see page XX. 

You can choose whether your health insurance will pay 
first for injuries stemming from auto accidents (if you have 
health insurance which pays for such injuries), or whether 
you want your auto insurer to pay medical expenses first. 
You may save on your auto premiums by choosing the 
health option. To find out more about your medteal bene-

11:3-15.6 

fits and options, please see the section beginning on page 
xx. 

Your medical benefits are now capped at $250,000. That 
means your auto insurer can only pay up to $250,000 per 
person, per accident. But, for an additional premium, you 
may be able to purchase more coverage for yourself or your 
family. 

You must also carry uninsured motorist coverage, which 
pays for damages caused by a driver who has no insurance. 
Please see page XX. 

If you want additional coverage, you can buy collision or 
comprehensive, which pays for damages to your own car or 
for auto theft. These will add to your total insurance cost. 
In many cases, State law requires a special insurance inspec-
tion of a vehicle before this coverage takes effect. You can 
save on your collision or comprehensive coverage by choos-
ing higher deductibles. Please see page XX. 

The law also allows you to choose whether you want an 
unlimited right to sue for auto-related damages-the "no 
threshold" option-or to save money by limiting your right 
to sue for serious injuries only-the "lawsuit threshold" 
option (also known as the "verbal threshold"). Please see 
page XX. 

The buyer's guide will explain each of these terms. It will 
also help you fill out the Coverage Selection Form. You 
can also learn how to get a comparison of premiums for all 
auto insurers (page XX). 

Explanation of Coverages 

Your auto insurance policy is actually several kinds of 
policies, or coverages, rolled into one. 

For each coverage, you are charged a separate price, 
which is known as the premium. 

You pay only one price for auto insurance, but that price 
is determined by adding the premiums for all the coverages 
you buy. 

Use your coverage selection form to indicate what cover-
ages you will buy in accordance with New Jersey law. 

The coverages are: 

LIABILITY 
PERSONAL INJURY PROTECTION 
UNINSURED/UNDERINSURED MOTORIST 
COLLISION 
COMPREHENSIVE 

Use these explanations to help you complete the coverage 
selection form. 

3-47 Supp. 4-21-97 
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Liability Coverage 

(Required by Law) 

Item 1 on the Coverage Selection Form 

Liability coverage pays for injuries to other people or 
damages to their property if you are legally responsible for 
their losses. The company will pay damages only up to the 
amount of coverage you have chosen. 

There are two kinds of liability coverage: 

Bodily injury coverage involves cases in which other peo-
ple are hurt or die as a result of an auto accident. If you 
are legally responsible, it will compensate these people for 
pain, suffering or other personal hardships, and will also pay 
for some economic damages, such as lost wages. 

Property damage coverage will reimburse other people if 
you are legally liable for damage to their belongings as a 
result of an auto accident. 

If a liability. claim is filed against you, your insurance 
company will investigate the claim and will decide whether it 
should be paid, negotiated, or defended in court. Your 
insurance company will pay the legal bills. 

Under State law, you must buy coverage which will pay, 
for each accident, at least in the following amounts: 

• $15,000 for any one person's injuries; 

• $30,000 when more than one person is injured; 

• $5,000 for property damage. 

Some companies sen a combined single limit policy, which 
must provide at least $35,000 of coverage per accident. 

Higher limits of liability coverage are available at relative-
ly low cost. 

If you cause an accident and do. not have enough insur-
ance to cover your legal responsibilities, you then are per-
sonally responsible and could lose some of your assets or 
spend years paying this debt. 

PREMIUM COST SA VER: Lawsuit 
Threshold (Verbal Threshold) 

Item 2 on the Coverage Selection Form 

In order to hold down insurance premiums, New Jersey 
motorists may choose to limit when they may sue for 
noneconomic loss which means pain, suffering and inconve-
nience resulting from an auto accident. 

DEPT. OF INSURANCE 

The lawsuit threshold option, also known as the verbal 
threshold, uses words, rather than a dollar amount of medi-
cal bills, to describe when a suit may be filed. If you select 
this limitation, then you, your spouse and children living 
with you who are not covered by name by another auto 
insurance policy will not be able to sue unless the injury 
sustained appears on this list: 

• death; 

• dismemberment; 

• significant disfigurement; 

• a fracture; 

• loss of a fetus; 

• permanent loss of use of a body organ, member, 
function or system; 

• permanent consequential limitation of use of a body 
organ or member; 

• significant limitation of use of a body function or 
system; or 

• a medically determined injury or impairment of a 
nonpermanent nature which prevents the injured person 
from performing substantially all of the material acts which 
constitute the person's usual and customary daily activities .. I 
for not less than 90 days during the 180 days immediately 
following the occurrence of the injury or impairment. 
(N.J.S.A. 39:6A-8, effective January 1, 1989) 

You can reject this threshold and retain the right to sue 
for any auto-related injury. This option, called "no thresh-
old", will increase the price of your insurance policy. 

Under state law, you must choose either the lawsuit 
threshold or the no threshold option. The same choice 
should be made under all policies that you have. If you do 
not choose one of these options, you are considered by law 
to have selected the lawsuit threshold option. 

Personal Injury Protection (PIP) 
(Required by Law) 

Item 3 on the Coverage Selection Form 
New Jersey law requires Personal Injury Protection, some" 

times called PIP or no-fault coverage, which pays all reason-
able medical bills up to a maximum of $250,000 per person, 
per accident regardless of who caused the auto accident. 

However, you may also have the option to select your 
health insurer or health maintenance organization to pay 
your auto accident no-fault claims. 

Basic PIP Coverage 

Supp. 4-21-97 3-48 
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• Medical Expenses: Payment of reasonable and neces-
sary medical expenses within certain limits set by State 
law-$250 deductible for each accident, only 80 percent 
reimbursement for the expenses from $251 through $5,000 
for each accident, and a maximum benefit of $250,000 per 
person per accident. 

• Income Continuation: If you cannot work because of 
an auto accident injury, you can collect up to $100 a week 
up to a total limit of $5,200 for lost wages. 

• Essential Services: You can collect as much as $12 a 
day, up to a total limit of $4,380 to pay someone to do 
necessary services that you normally do yourself, such as 
cleaning your house, mowing your lawn, shoveling snow or 
doing laundry. 

• Death Benefit: If you die from auto accident injuries, 
your family or estate will receive any benefits you have not 
already collected under the income continuation and essen-
tial services coverages. 

• Funeral Expense Benefit: In addition to the death 
benefit, reasonable funeral expenses are covered up to 
$1,000. 

PREMIUM COST SA VER: PIP Medical 
Expenses Only Coverage · 

If you wish, you can buy PIP medical coverage without 
any income continuation, essential services, death benefits 
and funeral expense benefits. This is called PIP medical 
expenses only. 

You might want this premium cost-saving option if you 
and relatives who live with you would not lose income if any 
of you were disabled by an auto accident. For example, this 
option should be considered if your sources of income are 
pensions, Social Security or investments which would contin-
ue regardless of an auto accident, and if someone is always 
available to care for your personal needs, and if your funeral 
expenses are covered in some other way. 

But the option is a package deal. Either you keep all 
four of these non-medical expense PIP benefits, or you drop 
them all. You cannot pick and choose. 

Additional PIP Coverage 

On the other hand, you and relatives who live with you 
and who do not have their own auto insurance policies 
might want higher benefits. You can purchase higher bene-
fits for income protection and essential services, and higher 
death benefits, than the amounts provided in the basic PIP 
plan. 

Additional Medical Expense Coverage 

11:3-15.6 

Your auto insurance company may also offer additional 
medical expense benefits above limits of $250,000 per per-
son, per accident. 

If you buy additional benefits, the price of your insurance 
will be higher. 

(NOTE: Reference to Additional Medical Expense Cov-
erage shall be deleted by those companies which do not 
offer the coverage.) 

Personal Injury Protection (PIP) 
Health Insurance Option (Premium Cost Saving Option) 

Item 4 on Coverage Selection Form 
Most New Jersey residents have the option of selecting 

their health coverage provider, rather than their auto insur-
ance company, to pay for their no-fault medical expense 
claims. A health coverage provider may be an insurance 
company, an HMO or some other type of benefit plan 
provided by your employer. 

Medicare and Medicaid will NOT provide primary cover-
age. If your health benefits are provided by either Medi-
care or Medicaid, you cannot choose this option. 

If you select your health coverage provider to be the 
primary payer of auto no-fault claims, you may save on your 
auto premium. Before selecting this option, however, check 
to make sure that your health coverage provider will pay for 
auto accident injury treatment expenses. If your employer 
supplies your health coverage, your employer should be able 
to give you this information; otherwise, check with your 
health coverage provider directly. 

Deductibles and co-payments of your health policy or 
plan will still apply. The coverage limits of your health 
policy or plan will also be in effect. 

Most HMOs offer unlimited coverage. Most other health 
coverage providers offer lifetime benefit limits of $1 million. 

That means the health coverage provider will pay all 
eligible health claims, as long as they do not total more than 
$1 million during your lifetime. Be sure to ask your health 
coverage provider what limits apply under your policy or 
plan. 

Your health policy or plan may not cover all procedures 
or treatments. Exclusions listed in your policy or plan will 
apply. But your auto insurer should pay for necessary 
expenses not covered by your health policy or plan. 

If you choose your health coverage provider to be respon-
sible for paying auto accident-relate_d medical bills, you must 
provide the name of your health coverage provider and the 
policy, plan, membership or certificate number on the Cov-
erage Selection Form. You must also maintain your health 
coverage. 

3-49 Supp. 4-21-97 
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If you are in an accident and your coverage is no longer 
in effect, your auto insurer must pay PIP medical benefits. 
However, you will be required to pay a $750 additional 
deductible. 

PIP Medical Expenses Deductible 
Auto Insurer Option 

Item 5 on Coverage Selection Form 
This option involves only the medical bills paid by PIP, 

not the income continuation, essential services, death bene-
fits or funeral expense benefits, which will be paid under 
basic PIP coverage regardless of whether you select your 
health insurer or auto insurer to be the primary payer of 
your auto accident-related medical bills. 

Under New Jersey law, unless you choose your health 
insurer to pay your auto accident-related medical bills, your 
auto insurance policy will cover your medical bills up to a 
maximum of $250,000 per person, per accident, if you are 
injured in an auto accident. 

However, for the first $5,000 of medical bills per accident, 
your auto policy will pay only part of the cost of your 
treatment or the treatment of others covered by your policy. 
There is a $250 deductible, meaning the first $250 will not 
be covered. The deductible applies only once per accident 
regardless of the number of people injured. 

There is also a 20 percent co-payment, which means that 
for the bills from $251 to $5,000, the policy will pay only 80 
percent. No co-payment applies to medical expenses be-
tween $5,001 and $250,000 per person, per accident. 

(NOTE: Companies offering higher PIP limits may state 
that benefits above $5,000 are paid up to the limit selected.) 

You can choose PIP deductibles of $250, $500, $1,000 or 
$2,500. A larger PIP deductible will reduce the price of your 
auto insurance. The 20 percent co-payment still applies to 
expenses between.the deductible chosen and $5,000. 

You should consider the $2,500 PIP deductible if you are 
already covered by a health insurance policy or a health 
maintenance organization (HMO). In most cases, those 
plans will pay part of the medical bills which auto insurance 
will not pay. 

Before taking this option, ask your health insurance com-
pany or HMO two things: 

Will your health policy or HMO cover auto accident-
related medical bills not paid by auto insurance? The 
Department of Insurance requires that health insurance sold 
in New Jersey cover treatment for auto accident-related 
injuries the same as other injuries. But your policy may not 
follow this rule because you may be covered by a health 
insurance group sold out of state or by an employer's self-
insurance plan. Find out. 

DEPT. OF INSURANCE 

What are your health policy's or HMO's own deductible, 
co-payments and exclusions? Find out what your health 
plan covers. For instance, it may cover only hospitalization 
but not doctor visits. Also, your health insurance or HMO 
has its own rules regarding what you pay out of your pocket 
for medical treatment. Those rules will apply if you use 
your health plan to cover the $2,500 PIP deductible.· 

Uninsured/Underinsured Motorist Coverage 

(Required by Law) 

Item 6 on the Coverage Selection Form 

Despite New Jersey law, which requires auto insurance, 
many cars are not covered by insurance. Some motorists 
break the law. Many other motorists are residents of other 
states which do not require auto insurance by law. 

Because these motorists can cause accidents, you are 
required to buy uninsured motorist coverage. This coverage 
does not benefit the uninsured driver. It will provide 
benefits to you, your passengers or relatives living with you 
if a motorist without insurance is legally liable for injuries to 
these persons or for damage to your car or its contents. 

There are other motorists who have auto insurance cover-
age but with very low limits. When you buy uninsured 
motorist coverage above the minimum limits required by 
law, you are also provided coverage to protect you from 
those motorists who are underinsured. If you are in an 
accident caused by such a motorist, underinsured motorist 
coverage will pay damages up to the difference between 
your underinsured motorist coverage limit and the other 
driver's liability coverage limit. 

You must purchase uninsured motorist coverage which 
will pay, for each accident, at least the following amounts: 

• $15,000 for any one person's injuries; 

• $30,000 when more than one person is injured; 

• $5,000 for property damage. 

Many companies sell a combined single limit policy, which 
must provide at least $35,000 of coverage per accident. The 
property damage coverage has a basic $500 deductible, 
which means that you pay the first $500 of a claim under 
that coverage. 

You can buy higher uninsured/underinsured motorist cov-
erage limits, but only as high as the liability coverages you 
have purchased. Most companies sell up to $250,000/ 
$500,000/$100,000 of coverage or a combined single limit of 
$500,000. 
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Collision and Comprehensive Coverages 
(Optional) 

Items 7 and 8 on Coverage Selection Form 
Collision coverage and comprehensive ( also known as 

"other than collision") coverage pay for damage to your car. 
These coverages will pay to repair your car or pay for its 
value at the time of the loss if it is stolen or declared a total 
loss. 

These coverages are not required by law. However, if 
you borrowed money to buy your car or if you are leasing 
the car, the lender or lessor may require you to buy these 
coverages. Note that some companies will provide collision 
coverage only if you buy comprehensive coverage too. Con-
tact your company for details. 

Collision coverage pays for damage to your car caused by 
your car hitting things like other cars, trees or telephone 
poles, or for the car overturning, or for other moving objects 
hitting your car. 

Comprehensive insurance pays for nearly every other kind 
of damage to your car, such as fire, theft, flood, vandalism, 
or contact with a bird or animal. 

In order to obtain collision or comprehensive coverage for 
a newly insured vehicle, you must notify your auto insurance 
company immediately. Under state law, in most cases, 
collision or comprehensive coverage cannot be provided on 
a newly acquired vehicle until the auto insurance company is 
notified. Also, many such vehicles must be inspected for 
insurance purposes before coverage can be provided. See 
the section entitled "Mandatory Insurance Inspection" for 
more details. 

PREMIUM COST SAVER: 
No Collision or No Comprehensive 

If your car is older and is paid for, consider eliminating 
collision or comprehensive coverage, or both. This decision 
will reduce your premium. 

To make the decision, consider what you will pay for 
these coverages versus the possible benefit if you file a 
claim. 

Collision and comprehensive coverages will reimburse you 
only up to the actual cash value of your car. The insurance 
payment probably will be less than the actual cash value 
because of your policy's deductibles. 

PREMIUM COST SAVER: 
Collision and Comprehensive Deductibles 

If you decide that you need collision or comprehensive 
coverage or both, a significant way to hold down the price of 
your insurance policy is to select higher deductibles. 

11:3-15.6 

If you file a claim, a deductible is the amount of money 
you will pay before the insurance company starts paying. 
Deductibles are a way of reducing insurance company costs, 
and thereby decreasing the price of your insurance policy. 

The standard deductible for collision and comprehensive 
coverages in New Jersey is $500. You still have the right to 
buy collision or comprehensive coverage with higher or 
lower deductibles; lower deductibles will increase the price 
of your insurance policy. · 

MANDATORY INSURANCE INSPECTION 
For Newly Insured Vehicles 

Under state law, many vehicles to be insured for collision 
or comprehensive ( also known as "other than collision") 
coverage must first be inspected for insurance purposes. 
The law is intended to reduce insurance fraud by document-
ing the condition of newly insured private passenger auto-
mobiles. 

Whenever you acquire a vehicle and desire collision or 
comprehensive coverage on it, you should notify your auto 
insurer immediately. The company will tell you everything 
necessary to comply with the law and obtain the coverage 
you desire. 

Until you notify your auto insurance company, the vehicle 
may not be covered for collision or comprehensive. 

It is important to understand that the mandatory insur-
ance inspection is in addition to the Motor Vehicle Inspec-
tion program conducted by the State of New Jersey. The 
two inspections are separate and unrelated requirements. 

In many cases, an insurance inspection may not be neces-
sary. The law says that insurance inspections may be 
waived for vehicles which are older than seven model years. 
The law also says that an insurance inspection may not be 
necessary for a new automobile purchased from a franchised 
dealer if you submit an invoice documenting your purchase. 
And if your auto insurance policy has been in effect for four 
years or longer, an inspection may not be required by law. 
Your auto insurance company will explain when you call. 

Otherwise, an inspection is required for newly insured 
vehicles. If your vehicle must be inspected, your auto 
insurer can provide temporary coverage for only seven days 
after the day you notify the company about the vehicle. 

The only way to make sure that you meet the state 
requirements and receive the coverage you want is to call 
your auto insurance company before or as soon as any 
change of a vehicle occurs. 

ANTI-THEFT AND SAFETY DISCOUNTS 
State law requires all auto insurers to provide comprehen-

sive and collision premium discounts for certain anti-theft 
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devices and safety features. Most insurers use make and 
model year rating. Their rates already include the dis-
counts. 

Anti-Theft Device Discount-Your auto insurance com-
pany encourages the use of anti-theft and vehicle recovery 
devices as another means to reduce losses. The following 
types of devices are among those which may qualify for a 
reduction in the comprehensive premium: 

1. Alarm system; 

2. Fuel cut-off; 

3. Hydraulic brake lock; 

4. Ignition or starter cut-off; 

5. Steering wheel collar; 

6. Transmitter which enables the location of the vehi-
cle to be traced; or 

7. Window etching vehicle identification system. 

Other types may also qualify. 

If your auto is equipped with an anti-theft or vehicle 
recovery device, contact your auto insurance company for an 
anti-theft questionnaire. 

Safety Feature Discount-Your auto insurance company 
encourages the use of safety features as another means to 
reduce losses. The following types of safety features are 
among those which may qualify for a reduction in the 
collision premium: 

1. Anti-lock braking system; 

2. Traction control systems; 

3. Five-mile-per-hour bumpers; 

Other types may also qualify. 

Price Comparison 

If you would like a copy of the annual auto insurance 
premium comparison published by the New Jersey Depart-
ment of Insurance, please send a stamped, self-addressed 
envelope to: 

Auto Comparison 
Division of Public Affairs 
NJ Department of Insurance 
CN325 
Trenton, NJ 08625-0325 

(p) As appropriate, an insurance company may substitute 
its name in the Buyer's Guide. 
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( q) As appropriate, an insurance company which offers 
only split limits may delete language in the Buyer's Guide 
explaining combined limits, and an insurance company U 
which offers only combined limits may delete language 
regarding split limits. If an insurance company does not 
offer limits as low as the minimums required by law, that 
information may be inserted in this paragraph. 

(r) An insurance company which offers higher benefits 
than described in the text of the Buyer's Guide may modify 
the relevant paragraph to explain those higher benefits. 

(s) An insurance company which uses only one term, 
"Comprehensive" or "Other Than Collision," to describe 
this coverage, may delete reference to the inappropriate 
term. 

As amended, R.1984 d.479, eff. November 5, 1984. 
See: 16 N.J.R. 1693(a), 16 N.J.R. 3038(a). 

(a)3: added "as amended by P.L. 1984 c.40". 
New Rule, R.1989 d.117, effective February 21, 1989. 
See: 20 N.J.R. 2984(a), 21 N.J.R. 558(b). 

Repealed "Specific coverages and options to be included in written 
notice and buyer's guide". 
Amended by R.1990 d.580, effective November 19, 1990 (operative 

January 1, 1990). 
See: 22 N.J.R. 1681(a), 22 N.J.R. 3488(b). 

\ 

Subsection (n) of this section is amended to delete in its entirety the 
text of the Buyer's Guide and to substitute new text therefor. The new 
text is written in plain language pursuant to the requirement of section 
13 of the "Fair Automobile Insurance Reform Act of 1990" and 
incorporated several changes required to be made in the Coverage 
Selection Form by the Act; also amended to delete the provision that 
the Department, upon request from an insurer, will prepare a coverage-
ready final page of the Buyer's Guide. 

0 

R.1992 d.218, effective May 18, 1992. 
See: 24 N.J.R. 523(a), 24 N.J.R. 1898(b). 

In (c), "Insurance companies ... shall delete those sections" was 
"may delete ... ". Added new (n), regarding additional medical benefits, 
and redesignated existing (n) as (o), with extensive revisions to Buyer's 
Guide. Redesignated existing (o) through (r) as (p) through (s). 
Amended by R.1996, d.58, effective February 5, 1996. 
See: 27 N.J.R. 3682(a), 28 N.J.R. 855(a). 

In (e) provided for supplies of the current Buyer's Guide, in (g) 
deleted "by glue or staples" following "bound", and in (o) rewrote the 
Buyer's Guide. 

Case Notes 

Whether tort-feasor's vehicle is underinsured is not determined 
relative to injured person's damages or relative to judgment or judg-
ments against tort-feasor, but rather relative to limits of coverage 
purchased by or for injured person. Calabrese v. Selective Ins. Co. of 
America, 297 N.J.Super. 423, 688 A.2d 606 (A.D.1997). 

Driver who owned no automobile and was injured in cohabitant's car 
was entitled to underinsured motorist benefits. Market Transition 
Facility of New Jersey By and Through Amgro Ins. Co. v. Parisi-
Lusardi, 293 N.J.Super.471, 681 A.2d 660 (A.D.1996). 

Motorcyclist's tort claim for personal injuries sustained when his 
motorcycle collided with automobile subject to verbal threshold; he 
chose that option for liability policy covering only his personally owned 
automobile and not his motorcycle, even though he was not eligible for 
personal injury protection benefits under that policy. Koff v. Carrubba, 0' 
290 N.J.Super. 544, 676 A.2d 184 (A.D.1996). 
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Insured who was injured by uninsured motorist and underinsured 
motorist was entitled to recover no more than $75,000 as maximum 
limit of liability per accident; not entitled to recover maximum unin-
sured benefits and maximum underinsured benefits; overruling Coni-
glario v. Hanover Ins. Co., 233 N.J.Super. 627, 559 A.2d 875. Hesser v. 
Harleysville-Garden State Ins. Co., 287 N.J.Super. 47, 670 A.2d 123 
(A.D.1996). 

The Automobile Reparation Reform Act limits on recovery from 
tort-feasor. Roig v. Kelsey, 135 N.J. 500, 641 A.2d 248 (1994). 

Motorist could reasonably and objectively expect to be buying protec-
tion up to declared legal limits. Clegg v. New Jersey Auto. Full 
Underwriting Ass'n By and Through Cigna Ins. Co., 254 NJ.Super. 634, 
604 A.2d 179 (A.D.1992). 

There was common-law duty on part of insurance carriers or their 
agents to advise insureds concerning possible need for higher policy 
limits upon policy renewal. Wang v. Allstate Ins. Co., 125 N.J. 2, 592 
A.2d 527 (1991). 

Insured could not have jury trial in reformation action for agent's 
failure to inform insured of available underinsured motorist coverage. 
Weinisch v. Sawyer, 123 N.J. 333, 587 A.2d 615 (1991). 

Direct writing insurer was not responsible for insured's inadequate 
underinsured motorist (UIM) coverage. Andriani v. New Jersey Mfrs. 
Ins. Co., 245 N.J.Super. 252, 584 A.2d 875 (A.D.1991), certification 
denied 126 N.J. 327, 598 A.2d 886. 

Client-initiated contacts with insurance brokers can result in broker's 
duty to exercise skill and possess knowledge concerning coverages. 
Avery v. Arthur E. Armitage Agency, 242 N.J.Super. 293, 576 A.2d 907 
(A.D.1990). 

Insurer's buyer's guide and coverage selection form complied with 
regulations .. Avery v. Arthur E. Armitage Agency, 242 NJ.Super. 293, 
576 A.2d 907 (A.D.1990). 

Automobile insurer that was already voluntarily offering underin-
sured motorist coverage prior to January 1, 1984 did not have adjust-
ment period until July 1, 1984. Sikking v. Nelson, 242 NJ.Super. 185, 
576 A.2d 311 (A.D.1990). 

"Notice of coverage" provisions required carrier to prove only that it 
mass mailed requisite materials. Bruce v. James P. MacLean Firm, 238 
N.J.Super. 501, 570 A.2d 49 (L.1989), affirmed 238 N.J.Super. 408, 570 
A.2d 1. 

Whether insured was contributorily negligent was question for jury. 
Weinisch v. Sawyer, 237 N.J.Super. 195, 567 A.2d 259 (A.D.1989), 
certification granted 121 N.J. 658, 583 A.2d 345, reversed 123 N.J. 333, 
587 A.2d 615. 

Buyer's guide and coverage selection form did not contain inherent 
bias or confusion on basis that Commissioner made reference to "basic 
limit"· as opposed to "basic tort option." Emmer v. Merin, 233 NJ.Su-
per. 568, 559 A.2d 845 (A.D.1989), certification denied 118 N.J. 181, 
570 A.2d 950. 

Buyer's guide and coverage selection form which gave basic tort 
option, as opposed to no-threshold option, a favorite status, was 
justifiable. Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D. 
1989), certification denied 118 N.J. 181, 570 A.2d 950. 

Commissioner's regulations did not have to require that coverage 
selection form inform consumers of exact dollar amount of premium 
savings arising from election. Emmer v. Merin, 233 N.J.Super. 568,559 
A.2d 845 (A.D.1989), certification denied 118 N.J. 181, 570 A.2d 950. 

Commissioner's use of term "lawsuit threshold" in buyer's guide and 
coverage selection form, as opposed to "verbal threshold" did not lead 
to confusion. Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 
(A.D.1989), certification denied 118 N.J. 181, 570 A.2d 950. 

Insurance Commissioner acted properly when he required that cover-
age selection form contain provision referring consumers to their 
automobile insurance companies in event of questions on coverage. 
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Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.1989), certifi-
cation denied 118 NJ. 181, 570 A.2d 950. 

Model coverage selection form, was not arbitrary, unreasonable or 
capricious, and was substantially consistent with statutory language. 
Emmer v. Merin, 233 N.J.Super. 568, 559 A.2d 845 (A.D.1989), certifi-
cation denied 118 N.J. 181, 570 A.2d 950. 

Two statutes, one requiring that coverage selection form state the 
percentage difference in premium rates or dollar savings between the 
two tort options for suing for noneconomic loss and the other requiring 
that coverage selection form identify range of premium rate credit or 
dollar savings or both; were not inconsistent. Emmer v. Merin, 233 
NJ.Super. 568, 559 A.2d 845 (A.D.1989), certification denied 118 N.J. 
181, 570 A.2d 950. 

11:3-15.7 Minimum standards for coverage selection form 
(a) The Coverage Selection Form shall be printed on at 

least two pages of paper, size eight and one-half inches by 
11 inches. A space shall be provided at the top of the front 
page for the consumer's name to be handprinted, and a 
space shall be provided at the bottom of the last page for 
the consumer's signature and date. 

(b) The insurance company may include additional lines 
for application number, policy number or other necessary 
information. 

(c) An insurance company may expand the form to solicit 
additional information, including, but not limited to, the 
names of resident relatives eligible for PIP benefits, or 
different collision and comprehension deductibles applying 
to different vehicles covered by the same policy. 

( d) The type size shall be at least 12-point. 

(e) The Department will not provide camera-ready types-
et for the Coverage Selection Form. 

(t) The Coverage Selection Form shall include the range 
of premium rate differences as indicated by this subchapter. 
Each insurance company shall determine the numbers for 
use in these sections. When the numbers on the Coverage 
Selection Form change for any reason, including, but not 
limited to, rate changes, a new Coverage Selection Form 
with the current numbers shall be printed. 

(g) The Coverage Selection Form shall include the lan-
guage in (h) below, except that language marked 
"(NOTE)", which describes language which the insurance 
company shall insert. 

(h) The text of the Coverage Selection Form follows: 

(NOTE: Company's name may be included here.) 

(NOTE: If a company has more than two percent of the 
New Jersey private passenger automobile market, it shall 
include its name and toll-free number here.) 

COVERAGE SELECTION FORM 
Name: ____________________ _ 
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For new policies, you must choose one option for each 
item below. For changes upon renewal and mid-term policy 
changes, you must use this Form when you: 

(a) elect the "No Threshold" option; 

(b) change from the "No Threshold" option to the "Law-
suit Threshold" option; 

(c) desire collision or comprehensive deductibles other 
than $500; 

( d) desire to change to the $500 deductible for collision 
or comprehensive coverage; 

( e) desire your health insurer to be the primary insurer to 
pay for your auto accident-related medical bills; or 

(f) desire your auto insurance carrier to be the primary 
insurer for your auto accident-related medical bills. 

The following item numbers match the explanations in the 
New Jersey Auto Insurance Buyer's Guide. Read the Buy-
er's Guide for information and help in completing this form. 

1. Liability Coverage 

How much coverage do you choose for damage you may 
do to others? 

(NOTE: At least four of the most popular coverage limits 
shall be listed, including the lowest limit offered) 

(NOTE: If a complete list is not provided, state that 
other coverage limits are available.) 

2. Lawsuit Threshold (Otherwise known as the "Ver-
bal Threshold") 

Do you accept the basic limit on the right to sue if injured 
in an auto accident? 

D Yes. I want the Lawsuit Threshold. 

D No. I want No Threshold. My bodily injury liability 
premium will be_% to_% higher if I select the No 
Threshold option instead of the Lawsuit Threshold, depend-
ing upon where my car is garaged, my bodily injury liability 
coverage limit, and other factors. Per vehicle, my bodily 
injury liability premium at current rates will be $_ to $_ 
higher on each ____ renewal of my policy if I select 
the No Threshold option instead of the Lawsuit Threshold. 
I understand that I can contact my insurance company or 
my insurance producer i.e., agent or broker) for specific 
details. 

DEPT. OF INSURANCE 

(NOTE: Insurance companies writing six month policies 
should insert the word "semi-annual" in the blank space 
above. Companies writing 12 month policies should insert 
the word "annual.") 

(NOTE: Insurance companies writing single limit liability 
coverage may add a footnote to inform insureds that the 
policy declaration page will not include a specific premium 
for "bodily injury liability" coverage.) 

NOTE: Insurance companies or their producers or repre-
sentatives shall not be held liable in an action for damages 
either on account of the choice of a tort option (lawsuit 
threshold/verbal threshold or no threshold) made by an 
insured or on account of the tort option imposed by law if 
no choice is made, except for damages caused as the result 
of a willful, wanton or grossly negligent act of commission 
or omission. 

3. Personal Injury Protection (PIP). Choose the kind 
of coverage you want. 

D Basic PIP Coverage which includes income continua-
tion, essential services, death benefits and funeral expense 
benefits as well as medical expense benefits, or · 

D PIP Medical Expenses Only Coverage, for a _% to 
_% savings in the ____ premium. (NOTE: In-
clude the range of percentage savings and the base, i.e., 
basic PIP premium.); 

D Additional PIP Coverage at an extra cost. NOTE: 
This option is not available if you have selected PIP Medical 
Expenses Only Coverage. Contact your insurance company 
or insurance producer (i.e., agent or broker) for details. 
(NOTE: Company's name may be used here or a chart 
listing options may be enclosed.) 

D Additional Medical Expense Coverage. 

(NOTE: Reference to Additional Medical Expense Cov-
erage shall be deleted by those companies which do not 
offer the coverage.) 

4. PIP Health Insurance Option. Choose if you want 
your health insurer, other than Medicare or Medicaid, to 
be your primary carrier to pay your auto accident-related 
medical benefits. Check with your employer or health 
insurer to see if you are eligible and request an answer in 
writing. To choose this option, health coverage must 
cover the named insured and members of his family 
residing in the household. 

D Yes, I choose the PIP health insurer option. 

(NOTE: Your auto insurance company may invalidate 
this option selection and request payment of the discounted 
premium amount if it checks but cannot verify that (1) your 
health coverage is in effect, and (2) your health insurer will 
provide primary coverage for your auto accident-related 
medical expenses. 
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1. The amount of investment income earned on loss, 
loss adjustment expense and unearned premium reserves 
in relation to earned premium for private passenger auto-
mobile insurance in New Jersey shall be calculated for the 
latest two years and estimated for the current year and 
the two following years. Calculations should be provided 
in detail including the amount of the composite reserves 
of each type (that is, loss, loss adjustment expense and 
unearned premium) at the beginning and end of each of 
the specified years; 

2. The cash flow pattern from policy inception date 
until receipt of premium. This shall be provided by 
coverage; 

3. The cash flow pattern from policy inception date 
for commission and brokerage, other acquisition expenses, 
general expenses, assessments, premium taxes, licenses 
and fees and any ot_her expense payments; and 

4. The cash flow pattern from policy inception date 
for losses, allocated loss adjustment expenses, and unallo-
cated loss adjustment expenses. 

( d) Filers shall provide the following regarding identifica-
tion and certification of statistical plans: 

1. Identification of all statistical plans used or consult-
ed in preparing the filing; and 

\ ... 2. A certification by an officer on behalf of the filer 
that the data utilized in the rate filing was collected in 
accordance with such plans and is a true and accurate 
representation of the insurer's experience. The certifica-
tion shall identify any data included in the filing that was 
not collected in accordance with the statistical plan. 

( e) Filers shall provide the following information regard-
ing investment earnings on capital and surplus: 

1. Given the selected underwriting profit and contin-
gency loadings contained in the filing, the resulting rate of 
return on equity capital and on total assets, showing the 
derivation on all factors used to produce the calculations; 
and 

2. Justification that these rates of return are fair and 
reasonable. These calculations shall be performed by 
group of coverages. 

(f) Filers shall provide also the following: 

1. The amount of finance and other miscellaneous 
charges collected in New Jersey in connection with the 
sale of private passenger automobile insurance; 

2. A description of all products and services supplied 
or received in transactions between the filer and a parent 
company, a wholly-owned subsidiary or an affiliated com-
pany; and 
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3. Any additional information specifically requested 
by the Commissioner which may be necessary to consti-
tute a proper rate filing. 

Emergency Amendment, R.1990 d.621, effective November 26, 1990 
(expired January 25, 1991). 

See: 22 N.J.R. 3790(a). 
Changes to implement the Fair Automobile Insurance Reform Act, 

P.L. 1990, c.8. 
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991. 
See:· 22 N.J.R. 3790(a), 23 N.J.R. 514(a). 

Provision of emergency amendment, R.1990 d.621, readopted with 
changes effective February 19, 1991. 
Amended by R.1996 d.58, effective February 5, 1996. 
See: 27 N.J.R. 3682(a), 28 N.J.R. 855(a). 

In (b )3 deleted exclusions of residual market equalization charges 
and policy constants. 

11:3-16.10 Rate calculation using standard ratemaking 
methodology 

(a) Investment income shall be treated by group of cover-
ages as follows: 

1. The calculation of the underwriting profit and con-
tingency loading taking into account investment income 
on loss, loss adjustment expense, and unearned premium 
reserves shall be calculated in accordance with the Clif-
ford Formula methodology, wherein the combined after-
tax profit from underwriting and investment income on 
loss, loss adjustment expense, and unearned premium 

. reserves is 3.5% of premium. 

2. No deductions shall be made for prepaid expenses 
unless there is specific documentation included in the 
filing that supports the prepayment of those expenses, 
which shall include the cash flow pattern from policy 
inception date for commission and brokerage, other ac-
quisition expenses, general expenses, assessments, premi-
um taxes, licenses and fees and any other expense pay-
ments. 

3. No deductions shall be made for the delayed remis-
sion in premiums unless there is specific supporting docu-
mentation in the filing verifying such delay in the remis-
sion of premiums, which shall include the cash flow 
pattern from policy inception date until receipt of premi-
um. 

4. The ratio of unearned premium reserves to premi-
um shall be obtained from the appropriate line of busi-
ness from Page 14 of the statutory Annual Statement for 
New Jersey. The calculations shall be the direct un-
earned premium reserve divided by the direct premiums 
written. 

5. The ratio of loss reserves to incurred losses shall be 
on a direct business basis derived from the appropriate 
line of business from Page 14 of the Statutory Annual 
Statement for New Jersey. The calculations shall be as 
follows: 

i. The average of the loss reserve ( excluding the 
reserves for excess medical benefits claims over $75,000 
and AIP reserves) at the beginning of the year and at 
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the end of the year divided by the corresponding in-
curred losses during the year; 

ii. The ratio of these reserves to corresponding 
losses incurred shall be calculated for the most recent 
four calendar years; and 

iii. If there is a monotonic change in these ratios, 
either up or down, the most recent ratio shall be used 
in the calculation. If no such trend exists, the un-
weighted average of the four ratios shall be used in the 
calculation. 
6. The ratio of loss adjustment expense reserves to 

l~ss reserves shall be derived from the appropriate line of 
business from Part 3A-Unpaid Losses and Loss Adjust-
ment Expenses of the Annual Statement. The calcula-
tions shall be as follows: 

i. The unpaid loss adjustment expense divided by 
the net losses unpaid excluding loss adjustment ex-
pense; 

ii. This ratio shall be calculated for the most recent 
four calendar years; and 

iii. If there is a monotonic change in these ratios, 
either up or down, the most recent ratio shall be used 
in the calculation. If no such trend exists, the un-
weighted average of the four ratios shall be used in the 
calculation. 

7. The expected loss and loss adjustment expense 
ratio shall be one minus the underwriting expense ratio, 
minus the underwriting profit and contingency ratio de-
rived from the Clifford Formula. 

8. The interest rate used in the calculation shall be a 
simple average of the most recent six monthly numbers 
for the Moody's seasoned AAA corporate bond rate as 
published in the Federal Reserve statistical release "Se-
lected Interest Rates," or the insurer's actual prospective 
yield, whichever is higher. 

(b) Underwriting expense provisions shall be determined 
as follows: · 

1. New Jersey specific data shall be used to determine 
the expense provision for commission and brokerage. 
Countrywide data for commissions and brokerage is not 
acceptable. 

2. New Jersey specific data shall be used for premium 
taxes, licenses and fees. 

3. New Jersey specific data shall be used for assess-
ments. 

4. New Jersey specific data shall be used, if available, 
for general expenses and other acquisition expenses. 
When New Jersey specific data is not available, country-
wide data allocated to New Jersey may be used. In such 
cases, the basis of allocation of countrywide data to New 
Jersey shall be explained in specific detail. 
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5. The projected provision for other acquisition ex-
penses and general expenses shall be based on a separate \ 
trending of the . dollar amounts of these items. These \"'-·~,/ 
shall not be determined by simply assuming the same 
ratio of these items to premium in the future as has been 
the case in the past. The basis of the trend shall be a 
50/50 weighting of the trend during the past two years of 
the monthly All Items Consumer Price Index and monthly 
average weekly wages for fire and casualty. insurance 
employees as published by the Federal Bureau of Labor 
Statistics. This shall be performed by calculating through 
regression analysis the annual trends for the two indices 
and then averaging these values on an equal basis. 

6. In determining the historic expense provision for 
commission and brokerage, other acquisition expenses 
and general expenses on a combined basis, the percentage 
to premium for each year of experience shall be limited to 
a maximum of the weighted average of the percentages 
shown in "Best's Aggregates and Averages" for the same 
period for those property/casualty insurance companies 
which most closely approximate the insurer's method of 
marketing automobile insurance as set forth in Exhibit H 
to the Appendix, incorporated herein by reference. 

i. If an insurer uses salaried employees which deal 
directly with the public, the filer shall use the weighted 
average percentage for insurers which use salaried em-
ployees which deal directly with the public; if an insur-
er uses exclusive agents, the filer shall use the weighted 
average percentage for insurers which use exclusive 
agents; and if an insurer uses independent agents, the 
filer shall use the weighted average percentage for 
insurers which use independent agents. 

ii. For the purposes of this section, the calculation 
of the weighted average shall be based upon written 
premiums in New Jersey in the year prior to making the 
filing. 

7. The percentage loading for the UCJF assessment 
shall be the most recent value established by the Commis-
sioner. 

8. The following expense items shall not be incorpo-
rated into the expense base for determining rates: 

i. Fines against the company; 

ii. Lobbying expenses; 
iii. Charitable contributions; 
iv. Political contributions; 

v. Awards against the company itself for punitive 
damages and for bad faith claims; 

vi. Advertising and other expenses incurred in con-
nection with proposed changes in the regulation of 
insurance; and 

vii. Assessments and surtaxes imposed pursuant to 
N.J.S.A. 17:30A-8(9) and 17:33B-49, respectively. 
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9. The filing shall include for each of the categories in 
(b )8 above the dollars of expense that were excluded from 
the rate base, separately for each year of historic informa-
tion and separately for each of the above seven categories. 
If the filer submits a ratemaking methodology that in-
cludes these expenses pursuant to (f) below, specific 
justification for including these expenses shall be includ-
ed. 

10. Commissions for bodily injury liability coverage 
for the $0 and verbal threshold shall be equalized in 
accordance with the Exhibit C in the Appendix incorpo-
rated herein by reference. 

(c) The data base to be used shall be as follows: 

1. Accident year data shall be used for all liability 
coverages. Accident year or calendar year data shall be 
used for physical damage coverages. 

2. The most recent accident year data used in the 
filing shall end no more than 15 months prior to the date 
of submission of the filing. Data may be from either a 
fiscal year or year ending December 31, so long as the 
period is within 15 months of the filing. 

3. Personal injury protection experience shall be limit-
ed to the direct "before reinsurance" exposure retained 
by the insurance company according to N.J.S.A. 39:6-73.1. 
Any losses reimbursed or subject to reimbursement to the 
insurer by the UCJF for excess medical benefits shall not 

\_ ,,1 be included with the experience contained in the filing. 

(d) The trend methodology to be used shall be as follows: 

1. With regard to loss trends, the filing shall contain 
separate determinations of the loss severity from loss 
frequency trends. 

2. The filing shall contain an adjustment for symbol 
drift, and where appropriate for model year rating. 

( e) The filer shall demonstrate that a reasonable total 
rate of return on its capital investment attributable to the 
New Jersey private passenger automobile insurance market 
will result from the proposed rates. 

(f) The ratemaking methodology set forth in (a) through 
( e) above is the Department's preferred procedure and must 
be included in the filing. The filer may, however, propose 
an alternate procedure in total or in part and support it with 
such calculations and other information it deems appropri-
ate to demonstrate the superiority of the alternate proce-
dure in the determination of the filer's rates. 

1. In the event the filer has computed the rates using 
an alternate methodology, it shall provide all information 
related to the derivation of the profit and contingency 
loading contained in the filing, specifically including: 

i. All data and worksheets used and judgments 
made; 
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ii. A description of the methodology used to arrive 
at the selected loading; and 

iii. Details on the application of the methodology to 
this filing. 

2. Filers which propose an alternate ratemaking meth-
odology shall show the overall statewide rate change by 
coverage by both the standard and alternate methodolo-
gies. 

Emergency Amendment, R.1990 d.621, effective November 26, 1990 
(expired January 25, 1991). 

See: 22 N.J.R. 3790(a). 
Changes to implement the Fair Automobile Reform Act, P.L. 1990, 

c.8. 
Adopted Concurrent Proposal, R.1991 d.91, effective January 25, 1991. 
See: 22 N.J.R. 3790(a), 23 N.J.R. 514(a). 

Provision of emergency amendment, R.1990 d.621, readopted with 
changes effective February 19, 1991. 
Amended by R.1992 d.189, effective April 20, 1992. 
See: 23 N.J.R. 3199(a), 24 N.J.R. 1504(a). 

Interest rate changed to 36 months of Moody bond rates or actual 
prospective yield. 
Petition for Rulemaking. 
See: 25 N.J.R. 4523(a). 
Amended by R.1994 d.46, effective January 18, 1994. 
See: 25 N.J.R. 4436(a), 26 N.J.R. 378(b). 

Case Notes 
Insurer's establishment of reserve for payment of its share of antici-

pated market transition facility (MTF) losses was premature. Matter 
of Private Passenger Auto. Rate Revision on Behalf of Aetna Cas. and 
Sur. Co., 256 N.J.Super. 46, 606 A.2d 401 (A.D.1992). 

Regulatory amendment more accurately reflected actual yield rate 
than previous calculation method and had to be applied in calculating 
yield on premiums. Matter of Private Passenger Auto. Rate Revision 
on Behalf of Aetna Cas. and Sur. Co., 256 N.J.Super. 46, 606 A.2d 401 
(A.D.1992). 

Commissioner should make determinations on individual insurers' 
special rate-increase applications resulting from surtaxes and assess-
ments imposed by Fair Automobile Insurance Reform Act before 
challenges to constitutionality. State Farm Mut. Auto. Ins. Co. v. 
State, 124 N.J. 32. 590 A.2d 191 (1991). 

Fair Automobile Insurance Reform Act prohibiting pass throughs to 
policyholders of costs did not violate takings clause. State Farm Mut. 
Auto. Ins. Co. v. State, 124 N.J. 32,590 A.2d 191 (1991). 

Private passenger insurer not entitled to rate relief; insurer had 
reasonable rate of return. Matter of Private Passenger Automobile 
Rate Filings on Behalf of State Farm Mutual Insurance Company 
Concerning Fair Act Surtaxes and Assessments, 93 N.J.A.R.2d (INS) 1. 

Private passenger automobile insurer's request for rate relief for 
market transition facility deficit was not ripe. In Re Chubb Group's 
Request for Private Passenger Automobile Insurance Rate Increase, 92 
N.J.A.R.2d (INS) 59. 

Increase in private passenger automobile insurance rates was not 
proven. Matter of Aetna Casualty and Surety Company's Request for 
Private Passenger Automobile Insurance Rate Increase, 92 N.J.A.R.2d 
(INS) 51. 

Application of Clifford Formula to rate increase request by private 
passenger automobile insurer did not result in unconstitutional taking. 
Matter of All State Insurance Company, 92 N.J.A.R.2d (INS) 25. 

Thirteen percent rate increase for private passenger automobile 
insurance approved. Matter of Filing by Travelers Indemnity Compa-
ny, 92 N.J.A.R.2d (INS) 1. 

3-69 Supp. 3-18-96 
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11:3-16.11 Rate tilings reflecting assessments and 
surtaxes 

(a) All insurers who submit a rate filing which reflects 
assessments or surtaxes imposed pursuant to N.J.S.A. 
17:30A-8(a) and 17:33B-49, respectively, or amounts paid 
to the Market Transition Facility, shall submit such rate 
filing independently of any prior approval rate filing submit-
ted pursuant to N.J.A.C. 11:3-16.6. 

(b) Any insurer desiring to modify its rates to reflect 
assessments or surtaxes imposed pursuant to N.J.S.A. 
17:30A-8(9) and 17:33B-49, respectively, or amounts paid 
to the Market Transition Facility, shall provide the following 
information in support of its application: 

1. All of the data required for prior approval filings 
submitted pursuant to N.J.A.C. 11:3-16.6; 

2. A copy of the statutory property and casualty An-
nual Statement, Exhibit of Premiums and Losses (page 
14) for New Jersey for each of the most recent 10 years. 
The insurer shall also file information combining this data 
for each of the most recent 10 years for all states and the 
District of Columbia, if applicable, in which the insurer is 
authorized to transact business; and shall provide a list of 
these jurisdictions; 

3. The following data for all of its insurance affiliates 
for each of the most recent 10 years on a Statewide and 
countrywide basis; 

i. For property and casualty affiliates, Exhibit of 
Premiums and Losses (page 14) of the statutory proper-
ty and casualty Annual Statement; 

ii. For title insurance affiliates, Operations and In-
vestment Exhibit (page 4) and Schedule T--Exhibit of 
Premiums Written (page 39) of the statutory title insur-
ance Annual Statement; 

iii. For life and health affiliates, Liabilities, Surplus 
and Other Funds (page 3); Analysis of Operations by 
Lines of Business (page 5); and Exhibit 1 Part 1 and 
Part 2 (pages 7 and 7 A) of the statutory life and health 
Annual Statement; and 

iv. An estimate of the amount of business in other 
lines that is produced by the synergistic effects of the 
insurer writing private passenger automobile insurance 
in this State. 

4. Certifications/representations by the insurer's Chief 
Financial Officer and President containing the informa-
tion set forth in Exhibit F in the Appendix incorporated 
herein by reference; 

5. A schedule of Key Performance Indicators (KPI's), 
as set forth in Exhibit G in the Appendix incorporated 
herein by reference, for the year of the rate filing and 
each of the preceding two years; 
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6. For the current year and preceding two years, a 
schedule of premiums, incurred losses and operating ex-
penses by New Jersey lines of business corresponding to 
line items one (1) through twenty-two (22) of Part II of 
the IEE. In addition, provide a schedule of operating 
expenses by classification corresponding to line items one 
(1) through twenty-two (22) of Part I of the IEE. The 
aggregate of expenses reported by line item must agree 
with the total operating expenses related to New Jersey 
policies reported by line of business in Part II of the IEE, 
(sum of lines four (4) through eight (8)); 

7. For each line item expenditures included in the 
schedule required pursuant to (b )6 above, the following: 

i. A description of all allocation methodologies used 
to allocate corporate-wide costs (including worldwide, 
countrywide and regionalwide costs) to New Jersey 
lines of business; 

ii. A description of all allocation methodologies 
used to allocate operating expenses to New Jersey 
private passenger automobile liability and physical dam-
age lines of business and to all other New Jersey lines 
of business; 

iii. An explanation for any changes in allocation 
methodologies between years; and 

iv. For each operating expense classification by each 
New Jersey line of business, a schedule which shows the 
expenses directly charged to a line of business; and 
indirect expenses allocated to various lines of business 
using a reasonable allocation methodology; 
8. For each New Jersey line of business (including 

private passenger automobile), the following: 
i. The number of named insureds; 
ii. The number of employees directly dedicated to 

the line of business; 
iii. The square feet of office space dedicated to the 

line of business ( excluding allocations of corporate or 
administrative office space); 

iv. The hours of data processing time charged; 
v. The volume of exposures; 
vi. The number of policies in force; and 
vii. The number of claims reported during each of 

the three years requested; 
9. A report, based on a study and evaluation of the 

insurer's system of internal accounting control and signed 
by an independent public accountant. The report shall 
state that in the accountant's opinion, the system of 
internal accounting control of the insurer in effect during 
the current year, taken as a whole, was sufficient to meet 
the objectives of a system of internal accounting control 
insofar as those objectives pertain to the prevention or 
detection of errors or irregularities in amounts that would 
be material in relation to the insurer's financial state-
ments; 
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iv. A detailed statement explaining the reasons why 
the Department's determination is improper together 
with supporting documentation, if any; and 

v. A statement as to whether the appellant is repre-
sented by legal counsel, or another person pursuant to 
N.J.A.C. 1:1-5.1, and the name, address and telephone 
number of said person. 

(c) Upon the Department's timely receipt of the items set 
forth in (b) above, it shall simultaneously send a copy of the 
documents to the opposing party and shall transmit the 
matter to the Office of Administrative Law for hearing as a 
contested case. 

11:3-33.8 Penalties 
Any insurer or insurance producer who violates any provi-

sion of this subchapter shall be subject to the penalties 
provided by law, including, but not limited to, the suspen-
sion or revocation of a certificate of authority or licensure 
and a civil penalty in an amount of up to $2,000 for the first 
violation and up to $5,000 for the second and each subse-
quent violation, pursuant to N.J.S.A. 17:33B-15 and 21. 

11:3-33.9 Compliance 
(a) Pursuant to N.J.S.A. 39:6A-3 and 17:33B-15, compli-

ance with the provisions of this subchapter shall be effected 
in the following manner: 

1. Appeals from denials concerning new policies on or 
after April 1, 1992 may be filed in the manner prescribed 
by this subchapter; and 

2. Appeals from denials concerning policy renewals 
which take effect on or after April 1, 1992, may be filed in 
the manner prescribed by this subchapter. 

APPENDIX A 

Dear Applicant, 

The "Fair Automobile Insurance Reform Act of 1990" 
(Act) provides that on or after April 1, 1992, every insurer, 
either by one or more separate rating plans, shall provide 
automobile insurance for eligible persons. 

Therefore, an insurer may deny coverage only to those 
applicants who are not eligible. New Jersey law provides 
that any person who owns or has registered an automobile 
in New Jersey or a person who has a valid New Jersey 
drivers license is eligible except a person: 

1. Who, in the last three years, has been convicted of 
driving under the influence or refusing a chemical test in 
New Jersey or elsewhere; 

2. Who, in the last three years, has been convicted of 
a crime involving an automobile; 

3. Whose driving license is suspended or revoked by a 
court; 
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4. Who, in the last five years, has been convicted of 
fraud or intent to defraud involving an insurance claim or 
application; 

5. Who, in the last five years, has been denied pay-
ment of an insurance claim in excess of $1,000, if there 
was evidence of fraud or intent to defraud; 

6. Whose automobile insurance policy, in the last two 
years, was cancelled because of nonpayment of premium 
or financed premium (unless the entire annual premium 
for the new coverage is paid in full before issuance or 
renewal); 

7. Who fails to maintain membership in a club, group 
or organization, if membership is a uniform requirement 
of the insurer as a condition of providing insurance; 

8. Whose driving record, for the last three years, has 
an accumulation of nine or more eligibility points. (Eligi-
bility points are accumulated as a result of convictions, 
suspensions, revocations and determination of responsibil-
ity for civil infractions in accordance with schedules 
adopted by the New Jersey Department of Insurance. 
For example, one at-fault accident has been assigned five 
eligibility points.) 

NOTE: The above description is a simplification of the 
statutory definition. For a more extensive description, see 
the New Jersey Administrative Code at N.J.A.C. 11:3-34.4. 

The Commissioner of Insurance has established an appeal 
process for persons who have been denied automobile insur-
ance. The procedure for filing a written appeal can be 
found in the New Jersey Administrative Code at N.J.A.C. 
11:3-33. Most New Jersey public libraries have this materi-
al. 

To begin the appeal process, you must complete the 
attached form and mail it, with the necessary documenta-
tion, to the address indicated. 

WARNING: You must have automobile insurance if you 
plan to operate and/or register a vehicle during the appeal 
process. Filing an appeal does not provide you with insur-
ance. 

APPENDIX B 

NOTE: YOU HAVE 90 DAYS FROM THE DATE ON 
WHICH A WRITTEN DENIAL OF AUTOMOBILE IN-
SURANCE IS MADE TO FILE THIS APPEAL. 

NEW JERSEY DEPARTMENT OF INSURANCE 
AUTOMOBILE DECLINATION APPEAL 

Your Name: 
Your Address: ________________ _ 

Your Telephone Number: ( __ ) _________ _ 

3-159 Supp. 9-16-96 
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Insurance Company and/or Insurance Producer (agent or 
broker) that declined your application for automobile insur-
ance coverage in the voluntary market (if producer, please 
provide the name and address): 

Company ________________ _ 

Producer ________________ _ 

YOU MUST ATTACH A COPY OF THE DECLINA-
TION (If you have not received a written declination from 
the insurance company or producer, you must request one 
within 90 days from the date you first applied for insurance.) 

BASIS FOR YOUR APPEAL (Please indicate with an 
"X" those statements or reasons that apply and attach a 
copy of pertinent documentation supporting your appeal. 
Such documentation should include a certified motor vehi-
cle driver "abstract", where appropriate, available from the 
Division of Motor Vehicles, 120 South Stockton Street, CN 
142, Trenton, New Jersey 08666. There is a $5.00 fee for 
each copy of the OMV abstract.) · 

D I have not been convicted of Driving Under the Influence 
(N.J.S.A. 39:4-50) or of refusing to submit to a chemical 
test (N.J.S.A. 39:4-50.4(a)), or for a similar offense in 
another jurisdiction, or of a crime involving an automobile 
or theft of a motor vehicle. 

D My driver's license is not suspended or revoked, nor has it 
been for any 12-month period in the preceding three years. 

D I have not been convicted of insurance fraud or intent to 
defraud, or have not had an insurance claim ( in excess of 
$1,000) denied because of evidence of fraud within the 
five-year period immediately preceding application or re-
newal. 

D My auto insurance has not been cancelled for nonpayment 
of premium within the last two years and I provide proof 
of payment OR I have had my policy cancelled for nonpay-
ment AND I am able to pay the full annual premium for 
this policy. 

D I am qualified as a member of a group or organization in 
which membership is required in order to obtain this 
insurance policy. 

D I have fewer eligibility points accumulated than alleged in 
the declination letter as evidenced by the attached copy of 
my driving record. 

D The accident record indicated in the declination letter is 
wrong as evidenced by the attached. 

D No other person who is a member of the same household 
and who will drive the subject vehicle for 10 percent or 
more of the time is an ineligible person. 

D Other (Specify and provide proof, if appropriate). 

CERTIFICATION OF APPEAL 

The information contained in this appeal is true and 
complete to the best of my knowledge and belief. 

I UNDERSTAND THAT FILING THIS APPEAL 
DOES NOT PROVIDE ME WITH AUTOMOBILE IN-
SURANCE. IF MY AUTO IS REGISTERED IN NEW 
JERSEY OR IS BEING DRIVEN, I HAVE OBTAINED 
OTHER AUTO INSURANCE. 

DEPT. OF INSURANCE 

Your Signature __________ Date ___ _ 

MAIL THIS COMPLETED FORM AND NECESSARY 
DOCUMENTATION TO: 

New Jersey Department of Insurance 
Division of Enforcement and Consumer Protection 
CN329 
Trenton, New Jersey 08625 · 
Attn: Auto Insurance Denial 

SUBCHAPTER 34. ELIGIBLE PERSONS 
QUALIFICATIONS AND AUTOMOBILE 
INSURANCE ELIGIBILITY POINTS 
SCHEDULE 

11:3-34.1 Purpose 

The purpose of this subchapter is to set forth the require-
ments for determining who can qualify as an "eligible 
person," and to provide the schedule for "automobile insur-
ance eligibility points" pursuant to N.J.S.A. 17:33B-13 and 
14. 

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

11:3-34.2 Scope 

The provisions of this subchapter apply to all insurers 
which write personal private passenger automobile insur-
ance and all persons who are required to procure automo-
bile insurance coverage in this State. 

11:3-34.3 Definitions 

The following words and terms, as used in this subchap-
ter, shall have the following meanings, unless the context 
clearly indicates otherwise. 

"At-fault accident" is any accident involving a driver 
insured under the policy which resulted in a payment by the 
insurer of at least $500.00, and for which the driver is at 
least proportionately responsible based on the number of 
vehicles involved. A driver is proportionately responsible if 
50 percent responsible for an accident involving two drivers; 
if 33 ¼ percent responsible for an accident involving three 
drivers; etc. An at-fault accident shall not include the 
following: 

1. Involvement in an accident in which the motor 
vehicle owned or operated by the insured or other driver 
insured under the policy was lawfully parked; 

2. Involvement in an accident in which the motor 
vehicle was struck by a hit and run driver, if such accident 
was reported to the proper authorities within 24 hours; 

Supp. 9-16-96 3-160 
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3. Involvement in an accident in connection with 
which neither the named insured nor any other driver 
insured under the policy was convicted of a moving traffic 
violation and the owner or operator of another vehicle 
involved in such accident was so convicted; 

4. For physical damage losses other than collision; 

5. For an accident in which the motor vehicle was 
struck in the rear by another vehicle and a driver insured 
under the policy has not been convicted of a moving 
violation in connection with the accident; or 

6. For an accident occurring as a result of operation 
of any motor vehicle in response to an emergency if the 
operator at the time of the accident was responding to the 
call to duty as a paid or volunteer member of any police 
or fire department, first aid squad or any law enforcement 
agency. 

"Automobile" means an automobile as defined in 
N.J.SA 39:6A-2. 

"Automobile insurance" means insurance for an automo-
bile including any or all of the following coverages: bodily 
injury liability, and property damage liability, comprehensive 
and collision coverages, uninsured and underinsured motor-
ist coverage, personal injury protection coverage, additional 
personal injury protection coverage and any other automo-
bile insurance required by law. 

"Automobile insurance eligibility points" means points 
calculated under the schedule promulgated by the Commis-
sioner pursuant to this subchapter. 

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

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

"State" means the State of New Jersey. 

Public Notice: Receipt of petition for rulemaking and action on 
petition. 

See: 28 N.J.R. 1565(b). 

Case Notes 
Charge to which insured pleaded guilty in New York, operating a 

motor vehicle while under the influence, was substantially similar in 
nature to an offense in New Jersey and justified nonrenewal of automo-
bile policy. Chillemi v. Selective Insurance, 95 N.J.A.R.2d (INS) 89. 

At fault accident in which insured was involved was an event under 
automobile policy giving insurer right to decline renewal. Wenzler v. 
11T Hartford, 95 NJ.A.R.2d (INS) 47. 

Police report established five-point at fault accident which, when 
combined with six-point speeding violations, justified insurer in declin-
ing to renew automobile policy. Fichera v. Liberty Mutual, 95 
N.J.A.R.2d (INS) 41. 

Insured at-fault for automobile accident; insured could decline to 
renew insurance. AMICA Mutual Insurance Co. v. Farley, 93 
NJ.A.R.2d (INS) 51. 
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11:3-34.4 Eligible person qualifications 
(a) An "eligible person" is a person who is an owner or 

registrant of an automobile registered and principally ga-
raged in this State or who is resident and holds a valid New 
Jersey driver's license to operate an automobile, but does 
not include any person: 

1. Who, during the three-year period immediately pre-
ceding application for, or renewal of, an automobile 
insurance policy has been convicted pursuant to N.J.S.A. 
39:4-50 or N.J.S.A. 39:4-50.4a or for an offense of a 
substantially similar nature committed in another jurisdic-
tion; 

2. Who has been convicted of a crime of the first, 
second or third degree resulting from the use of a motor 
vehicle; or has been convicted of theft of a motor vehicle; 

3. Whose driver's license to operate an automobile is 
under suspension or revocation; 

4. Who has been convicted, within the five-year period 
immediately preceding application for or renewal of a 
policy of automobile insurance, of fraud or intent to 
defraud involving an insurance claim or an application for 
insurance; 

5. Who has been successfully denied, within the im-
mediately preceding five years, payment by an insurer of a 
claim in excess of $1,000 under an automobile insurance 
policy, if there was evidence of fraud or intent to defraud 
involving the automobile insurance claim or application. 
For the purpose of this section: 

i. If the claim has been subject to litigation between 
the insurer and the insured in which the insurer defend-
ed against payment of the claim in whole or in part on 
grounds of fraud, it shall be conclusively presumed that 
the claim was successfully denied if judgment was en-
tered for the insurer in the litigation; and conclusively 
presumed that the claim was not successfully denied if 
judgment was entered for the insured; 

ii. If the claim has not been subject to litigation 
between the insurer and the insured, but the insurer 
denied the claim without payment by reason of fraud, it 
shall be presumed that the claim was successfully de-
nied. This presumption may be overcome in an admin-
istrative proceeding pursuant to N.J.A.C. 11:3-33; 

iii. If the incident was not reported to the New 
Jersey Department of Insurance, Fraud Division pursu-
ant to N.J.S.A. 17:33A-9 it shall be presumed that 
there was no evidence of fraud or intent to defraud; 
6. Whose automobile insurance policy has been can-

celled for nonpayment of premiums or financed premium 
with a lapse of coverage of at least 30 days, within the 
immediately preceding two-year period, unless the premi-
um due on a policy for which application has been made 
is paid in full before issuance or renewal of the policy. 
For the purpose of this section, "paid in full" shall not 

3-161 Supp. 7-21-97 
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include any transaction in which a lender obtains authori-
ty from an insured to cancel the policy and receive a 
refund from the insurer in the event the insured defaults 
on a loan used to pay the premium; 

7. Who fails to obtain or maintain membership or 
qualification for membership in a club, group, or organi-
zation, if membership is a uniform requirement of the 
insurer as a condition of providing insurance, and if the 
dues or charges, if any, or other conditions for member-
ship or qualifications for membership are applied uni-
formly throughout this State, are not expressed as a 
percentage of the insurance premium, and do not vary 
with respect to the rating classification of the member or 
potential member except for the purpose of offering a 
membership fee to family units. Membership fees, if 
applicable, may vary in accordance with the amount or 
type of coverage if the purchase of additional coverage, 
either as to type or amount, is not a condition for 
reduction of dues or fees; 

8. Whose driving record for the three year period 
immediately preceding the application for or renewal of a 
policy of automobile insurance has an accumulation of 
nine or more automobile insurance eligibility points as 
determined in N.J.A.C. 11:3-34.5; or 

9. Who is a named insured or who is insured under 
the same policy as a person whose driver's license is 
suspended or revoked and either: 

i. The suspended or revoked driver has been con-
victed of a violation of N.J.S.A. 39:6B-2 within the 
previous three years; or 

ii. Other evidence exists indicating that the sus-
pended or revoked driver has been operating a vehicle 
during the period of suspension. 

(b) An "eligible person" includes a person who is an 
owner or registrant of an automobile registered in this State 
or who holds a valid New Jersey driver's license to operate 
an automobile and is domiciled in this State who is tempo-
rarily residing out-of-State and whose car may be principally 
garaged in another state while the person either is a full 
time student or is in the military service and is stationed 
out-of-State. 

Emergency Amendment, R.1992 d.380, effective September 4, 1992 
(expires November 3, 1992). 

See: 24 N.J.R. 3420(a). 
Text added to (a)6 to specify a lapse of at least 30 days. 

Adopted Concurrent Proposal, R.1992 d.481, effective November 2, 
1992. 

See: 24 N.J.R. 3420(a), 24 N.J.R. 4396(a). 
Provisions of Emergency Amendment R.1992 d.380 readopted with 

changes effective December 7, 1992. 
Emergency Amendment R.1993 d.135, effective March 1, 1993. (Oper-

ative March 8, 1993) (expires April 30, 1993.) 
See: 25 N.J.R. 1290(a). 

Definition of eligible person added at (b ). 
Adopted Concurrent Proposal, R.1993 d.238, effective April 30, 1993. 
See: 25 N.J.R. 1290(a), 25 N.J.R. 2479(a). 
Amended by R.1996 d.246, effective June 3, 1996. 
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See: 27 N.J.R. 2048(a), 28 N.J.R. 3002(b). 
Added (a)9. 

Case Notes 

Insurer's nonrenewal of automobile policy justified when insured 
accumulates 10 eligibility points from two accidents for which insured is 
at fault. Premi v. New Jersey Manufacturers Ins. Co., 96 N.J.A.R.2d 
(INS) 9. 

Renewal of automobile policy for one period despite accumulation of 
points did not preclude nonrenewal in next period for same points. 
Liberty Mutual v. Lee, 95 N.J.A.R.2d (INS) 38. 

Accident in which insured was at fault, when combined with two 
other accidents in period of coverage, justified nonrenewal for accumu-
lation of too many points. New Jersey Manufacturers v. Sandor, 95 
N.J.A.R.2d (INS) 36. 

Accumulation of nine or more points by member of insured's house-
hold justified nonrenewal of auto policy, Pandola v. State Farm, 95 
N.J.A.R.2d (INS) 32. 

Insured who was otherwise eligible for automobile insurance in 
voluntary market could obtain coverage for vehicles registered to her 
notwithstanding her husband's license suspension. Kwok v. First Tren-
ton, 95 N.J.A.R.2d (INS) 29. 

Decision not to renew automobile insurance policy was improper. 
Capasso v. State Farm Indemnity Company, 94 NJ.A.R.2d (INS) 59. 

Eligibility points for accident prior to effective date of regulation not 
ex post facto violation. Selective Insurance Company v. Diana, 93 
N.J.A.R.2d (INS) 58. 

11:3-34.5 Automobile insurance eligibility points 

(a) Automobile insurance eligibility points shall be accu-
mulated as a result of convictions, suspensions, revocations 
and determinations of responsibility for civil infractions in 
accordance with the schedule set forth in the Appendix to 
this subchapter herein incorporated by reference. 

(b) Automobile insurance eligibility points shall be 
deemed to accrue as follows: 

1. Points for an at-fault accident shall accrue on the 
date that total payment by the insurer equals or exceeds 
$500.00. An insurer may, at its option, use the date of 
the accident or date of first payment provided, however, 
that the insurer shall not underwrite or rate any policy 
based on the accident until total payment by the insurer 
equals or exceeds $500.00; and further provided that the 
insurer shall use the optional date consistently in all cases. 

2. Points for conviction of motor vehicle violations 
and other events that are set forth on an abstract of 
drivers license records available from the New Jersey 
Division of Motor Vehicles, or comparable agency of 
another state, shall accrue when the event is recorded in 
the agency's records as evidenced by an abstract. 

3. Points for each full year of court-imposed driver's 
license suspension within the preceding three years and 
points for each full year within the immediately preceding 
three years that a person has not held a driver's license 
shall accrue on the date of application for insurance. 
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(c) Automobile insurance cligibili1y points are cumulative 
and ac,:rue for all offeus,os set forth on Sched1-,les 1 and 2, 
except as noted on Schedule L 
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