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~ SENATOR DANIEL J. DALTON (Chairman): We're going to
get the meeting started now. - ' o _ ‘

~ If you will recall, at the last session the Special
Committee on Auto Insurance dealt‘with the first step in the
issue -- what we call the first step in the issue -- that is,
how rates are developed. We received testimony from a
representative of Prudential end a representative of 1SO. oOur
purpose here today is to now take a look at the next step,.and
that is, now that you have a rate filing, how is that rate
filing dealt with within the'parameters of the Department of
Insurance? | B ' ,

So with thét. I want to welcome, and have come up to
the desk here, Commissioner Hazel Gluck. Commissioner, first
of all, I want to thank you very much for taking the,time out
from WhatrI know is a hectic schedule to come here to educate
‘us- and to inform us as to the role of your Department with
regard to this whole issue. ' | '

. Do you have a preparea statement? .
COMMISSIONER HAZEL FRANK GLUCEK: No.
'First of all, 1 want to thank you for the opportunity to be
here.  Let me just say that I - think this ©particular
Commission's charge7is a very interesting one, and 1 think it
'will be a very productive one because when it is over and done
with, no matter what the outcome is, you will prdbably know
more about insurance per se and the workings of the Department
of Insurance than most of the other legislators. . That can only
inure to the benefit of the Department, to your benefit, and td
the benefit of the people ef this State. So, I want to thank
you fer the opportunity. We are very excited about havingvthe 
opportunity to appear, not only today, but maybe in the future
.onvother areas, you know, to help share some of'the information
we have with you. A : o

Having said that, I will tell you that i have brought
with me a lot of the staff of the Department of Insurance, and



1 am going to briefly introduce them. if I hay. They a:e here
from the,different'disciplines in the Department in case any
members of the Commission "have questions that go to those
particular areas, because these are the experts in the
- Department. | : ‘ \

I'll start on my left. That's Jack Conover: ‘He is an
Assistant - Cbmmissioner.v He is in charge of financial
examinations in the Department. Tom Hooper is our Public
Information Officer: Joe Kenney, Licensing and Enforcement, and
Assistant'Commissioner;:Stan Tice, Director of the Division of
Fraud; Clayton Cardinal, who is our Life and Health Actuary,
who juSt came to see what the process is like, he's new to the
Department; David Grubb, who is a Special Deputy Commissioner
to the Commissioner; Bob Heckman, who is a Special Deputy
Commissioner to the CommiSSioner. and is in charge of our very
.sucéessful Workers' Comp Program in the State bf New Jersey:
Jasper Jackson, whom you all know, Deputy Commissioner of the
Départmeht- of Insurance; Verice Mason, who 1is Assistant
Commissioner for Regulatory and Legislative Affairs; and, Lew
Roberts, who is the Chief Actuary of the Department of
Insurance. It is Lew Roberts who I am going to ask to come up
here as Chief Actuary, to explain to you what happens when a
filing comes into the Department, how we proceed, and who all
the people ihvolved are. Then we will’be happy to answer any
questlons you may have. v

SENATOR DALTON Very good. Thank y¢u very much.

COMMISSIONER GLUCK: ' Lew, would you come up here?
LEW ROBERTS: I would like to add my thahks to those
of the Commissioner for be1ng glven thls ~opportunity to address
: all of you.

. When a ‘filing is received 1in the Department, of
course, the first thing is, it is 1logged in and then assigned
~to an analyst. The filing is reviewed to make sure that it is
complete and, if hOt. it will be returned to the filer for



resubmission. = If, for example,'the,filing‘dpes not contain a
proposed effective date, in the case of a form, it is
incomplete in that respect. ‘ ‘ v

Sometimes a filing is sent to us = just for
informational purposes in advance, but in that event, it is not .
considered to have been filed at that point; it is' just
correspondencel- The analySt_ next' reviews the filing vfor
compliance with statutory requirements and, in the case of a
form, makes sure that the form is complete in- providing the
necessaiy coverages. He compares the form with other fqrms
that are on file, and will then éo:tespond with the filer if
anything is amiss. ‘ ' o

‘After the analyst is satisfied “that the f£iling is
satisfactory, it will be referred. to the Supervising Rate
Analyst. We have two  Supervising Rate - Analysts whb
concurrently serve, also, in the- capacity of Chief of the.
Rating Bureau and Assistant Chief. The Assistant Chief, if it
is in the commercial lines auto, will review it and initial it,
if it is satisfactory, or will initial é disapproval —- or
recommend a disapproval -- as an alterhative, followihg which
the Chief of the Rating Bureau will review it again. At the
final Stage, it is referred to me and I have the iast word on
it, unless I see a problem, in which case I will refer it to
the Commissioner for a policy decision. ' »

In the case of a rate filing, the process 1is more
complicated from a mathematical stahdpoint because there are a
great many operations that are performed on the data in order
to arrive at the final rates. I think it would be instructive
if we would'take_ablittle time to review the nature of these
ope;ations. , | ' |
SENATOR DALTON: If I may just interrupt you for one
second, could you please iaise your voice a 1little bit. That
mike is not a PA; that is for the recorder. )



MR.‘ROBERTS{ Oh, okay. The‘key calculation in.the
rate f111ng is the rate‘blevel determination. and that
determlnes the average amount by whlch rates are 1ncreased
This is done by calculating what ‘is called a "rate level 1loss

. ratio" and, if that is done, then it 1is compared with an

expectedlloss ratio.

. Now, this is done using premiums at present rates,
rather than the actual collected premiums because it is the
current schedule of premiums that are under review. The
bflosses,_also. are not the actual losses. They are the losses
vwhich have been adjusted in certain ways.,which I will explaih.

' ' First of all, of course, 1t is not just the paid
losses because the reserves that have been set up to prov1de
for future payments on claims which occurred during the
experience period must_ also be ‘taken ihto account. These
reserves are' tested. On the basis of past experience,
calculatlons are made as to the extent to which the reserves,
and therefore the incurred losses -- which are the sum of the
paid. losses and the reserves -- change from the time they first.
go on the company s books until they are finally settled. ’The
‘process whereby the losses change over t1me from the first t1me
they reserve until they are finally settled goes by the name of
"Loss - Development," and the companles, in their filings,
provide -- in the ISO, of course -- an exhibit which measures
the amount by which losses change from the time they have first
reported, second reported, and the third . reporting, and to
ultimate. ' ‘ | ,

The amounts by which they change from“one reporting_to
the next are the separate stages of the 1loss development
 factors. These are measured, usually by ISO, for three years,
and different filers submit different amounts (indisoernihle)
numbers of years. Three is the most common. These are
averaged together, and sometlmes judgment is applled if any of
"the figures look out of line with the others.



The end result is a set of factors which can be
>applied tb the losses to develop them to their ﬁltimate value.
However, the adjustment process is not yet finished because the
" losses, at thét stage, represent their cdst» at the time
represented by the experience. So they have to be trended and
projected,'whichfis to say, adjusted to the anticipated level
of losses at the time for which the rates are being
ptomulgated; So, for that purpose.v there‘ are trend factors
which take into account both avérage claim costs and planned.
frequency. These are then estimated by means ‘of fitting a |
curve, or-a straightvline -- as may be more appropriate -- to
arrive at a trend and projection factor. ' '

When the losses have been so projected and then
divided by the premiums at present'rates, we get the rate ievel
loss ratio. That is'comparedbwith what is called the "expected
loss ratio." The expected loss ratio is what is left after
provisions have been made for expenses, such as' chattel
administration  and commissions, what is called other
acquisition, which'_is eséentially 'part of the —cost of
' prbduction;_ but it's in the natufe of a home office expense
primarily, and is more akin to administration, and, of course,
for taxes. , S |

In the case of the provisidn‘for» profit, or as 1SO
prefers. to‘,call it,' "profit and contingency." there 1is an
adjustment made in accordance with the Clifford formula. Now,
that formula is probably well Kknown to'all of you, but I will
just mention it for the sake of completeness, and that is, it
is determined to be 3-1/2%, less the taxed investment income,
and the balance of that adjusted to a pre-tax basis.. When that
is pluggéd in, alohg with the expenses, and subtracted from
100%, we have the percentage of the losses that are availablé
for losses and loss adjustment expenses. ,

- The loss adjustment expenses are in two parts. “There
is the part which is reported directly along with the losses,



and that is called allocated loss adjustment.". It includes
‘such things_as court’expenses, x—rays; transcripts. and outside
attOrneys. ‘but not staff attorneys, in the case of the IS0
filings. Essentially; it is those costs whlch can always be
allocated to a particular claim ‘ :

The unallocated loss ad]ustment expenses are all other
loss adJustment expenses, such as staff attorneys, claim
adjusters, and the general overhead of the Claim Department.

| In the case of the 'NAII-- I should perhaps stop to.
explain these terms which - I have been referring to by their
~initials, but you probably knowvthem. The I1SO, of course, is
the Insurance Services Office, and the NAII 1is the National
Association of 1Independent Insurers; The NAII'has a'slightly
different definition of allocated loss adjustment, in that they’
permit the 1nclu51on of claim adJustment expenses when done by
an independent adJuster

The . unallocated loss adJustment is provided for by a
:loading onto the sum of the losses and allocated loss
adjustment. Once the change in rate level has been determined,
the next step is to distribute it by territory, and lthis is
done on the‘basis of a credibility_formula which gives weight
to the indications of a particular territory in proportion to
the amount of experience in that territory. And, we have the

limitation there -- provided by our statute -- that a given
‘ territory's base rate should not be more than 35% above the
average base rate for the State. | _

‘ .Then there are the adjustments by the distribution of
the rates by c1assificationj-or by age, use, marital status,'or
'other related factors. specifically, there are the following
use classifications: There 1is pleasure use, and then there is
dr1v1ng to and from work which is subdivided into less than 10
miles and 10 miles or more. Then there is farm use and
business use. As for the age and sex‘classifications, we have
" the groupvwhere there is no youthfulldriver, and then where



there is a youthful driver. If there is no youthful driver.
there is the category of an unmarried female of 30 to 64, or if
the personvis‘65 or over, and then there are all other.

Now, when there is a youthful driver, we have to
divide them now into whether the youthful driver is the
principal owner or principal driver, or whether he is not.
Then, within each of those groupings, we break it down into age
groups -- four age groups -- and then-- That is up to aQé 24,
and then if-- There is a subdivision also as to whether there
has been driver's training. For the age groups 25 to 29, it
doesn't matter whether there is driving training or not. =

Those are the primary classifications. Then there are

the secondary classifications which go into the age and civil
'groups and into the number of safe driver points. These things
are not normally reviewed in the case of a regular rate
filing. Usually, a rate filing will gd into the rate level
~ overall and the classification rélativities;é- or rather the
territorial relativities. Classification relativities are not
reviewed routinely. ‘
| "I think that fairly well summarizes what goes into the
review of a rate filing, but at each one of these steps, you
will see there 1is room for a judgment as to how the

calculations should be made. For ~example, in° the 1loss
development-- » ’

SENATOR - JACKMAN: Could 1I-- I hate to break anybody
up during his line of thought-- Primarily, I sit here — 1
don't know about my other colleagues -- and I know some of the

stuff you are talking‘ about because it 1is already in the
written word, and I have read some of it. Okay? The things.
that we are hit with every day in the week by our people back
home are: Number one, why are we paying the highest rate for
insurance -- number one -- and number two, what can we do to
reduce it, and still stay within the realm of having full
coverage? Okay?



The thing that frightens me that»iS’Cpming down -- and
I know‘it's rough fo:’you'to éven comé up ﬁith some.answers,-é
isr'I'see SOme of the awardsvthat are coming down today where
theY'are in the million-dollar class. You know, and I know,
and I think the people sittiﬁg at this table know, that when
you get an award of $1 million, it doesn't come out of the
air. 1It's got to come out of a fund of money. Somewhere along
thé»line{vifrthe money is not in there to give the million out,
'somebody’goés into bankruptdy,”or we close out the insurance
company, or they leave and go someplace else. '

‘ What;-is‘ our answer? What can we do leglslatlvely?
' This is the thing. Please believe me when I tell you, I don't
want to takevyour trend.of thought because wevhave sat with ybu-
on a number” of occasions, .and you are a very learned
individualk and you knbwvhow to pﬁt things together. But, I
know that I would 11ke to come up with some answers. 1 don't
think the answers are g01ng to come from just the conversation
we're having here. ‘Tell ‘us what we can do legislatively. If
we can put it into words, and then at the same time cover the
insurance that,wé've got to cover for the people-- ' ,
1 hear -- and 1 am not being disrespectful, because

some.of.my colleagues are lawyers-- You-kﬁow, I get a little
frightened when I hear ’about threshold, and this hold, and
somebody else's hold, and all of a sudden I find out that when
: you‘gd td court you are not coveréd. You know, you save $50,
but you lost $100,000 because you weren't covered. That's what
1 want. | ' . o .
|  MR.. ROBERTS: Well, sir, I want to thank you for
gettlng me off of the techn1ca1 detalls and gettlng us right
1nto the heart of the matter.

SENATOR JACKMAN. That's what we like.

MR ROBERTS First of all, I would like to read you
some figures that w111 shed a 11tt1e light -- shed some. 1lght~
-on the relative level of New Jersey rates ‘as compared with some



other states. It is most instructive, I think, if we do it by
coverage, so the fifst coverage we will 1look at is bodily
injury liability.f I1'm reading some'figures here for 1984 for
‘the ISO voluntary business. B | '
We find that in this case, for that coverage, the
highest rate appears for, believe it or not, Marylahd.
SENATOR ZANE: What? g |
MR. ROBERTS: Maryland--
SENATOR JACKMAN: Maryland.
MR. ROBERTS: --at $128.45.
. SENATOR DALTON: For what coverage is that?
'COMMISSIONER GLUCK: Bodily injury.
MR. ROBERTS: - Bodily injury liability.
SENATOR JACKMAN: Can we have copies of that?
MR. ROBERTS: Certainly, we'll have them made for you.
SENATOR JACKMAN:V'That's swell. Good, good. GO»ahead.
MR. ROBERTS: And the second highest is California, at
$111.25.  The third highest-- ~No, I missed the second
highést.. That was Pennsylvania, at $128.19, and Californié was
the third highest, at $111.25. New Jersey comes in fourth at
$104.59. | o
I have here a total of two, foui,,six, eight, eleven
states, the others being Connecticut, whiéh is at $83.57;
Delaware at $61.74; the District of Columbia -- which we
counted as a state for these‘purposes‘—— ét $78.56; Florida,
$62.74; Michigan, $32.20; New York, $85.91; and Rhode 1Island,
$73.96. . B | |
' SENATOR DALTON: How many of those are no-fault states?
COMMISSIONER GLUCK: Michigan--
MR. ROBERTS: Michigah is a no-fault state.
COMMISSIONER GLUCK: Florida, New York--
'MR. ROBERTS: Florida, New York.
COMMISSIONER GLUCK: Michigan, Florida, and New York.:
SENATOR DALTON: So, three of those states " are.

no-fault states.



COMMISSIONER GLUCK. Callfornla is an open ratlng——

‘MR. 'ROBERTS : Ca11forn1a is pure tort.

- COMMISSIONER GLUCK. ‘They're third. :

MR. ROBERTS: We haveffive no—faultﬁstates.l The five -
no-fault states -- and I will just read them again: New Jersey
~at $88.55, the average rate from a d1fferent source. |

 SENATOR ZANE: Mr. Roberts?

_MR. ROBERTS: Yes? o o |

- SENATOR ZANE: May I ‘interrupt ‘you for a second? I
don't understand Youhgaveftheknumbersrthat pertained'to these
-dlfferent states-— , N | |

MR ROBERTS "Yes? v v

SENATOR ZANE. But what does that translate into for
coverage? - ‘ ; v | ’
| MR. ROBERTS: I'm not sureIWhat~you meah. -

. SENATOR ZANE: Weil, if someone in Maryland is»paying
$128.00, what are they hgetting? If someone in Delaware is
paying $§l,74, what are they‘getting for it? R
B MR. ROBERTS: All right. Now, all we are talking
about-- A v v . , .
' SENATOR ZANE: I am assuming we're matching ‘the same
type of coverage. o : . | B

MR. ROBERTS: --is the bodily injury liability -- the
‘residual bodily injury. V - v -

SENATOR ZANE: Well, what do you mean?

MR. ROBERTS: Well, it's what it cost to be covered
for tort liability. | B ‘

- SENATOR ZANE§ 'And, how much coverage?

MRV‘ROBERTS: This is basic limits coverage.

SENATOR ZANE: Which is what, 15 and 30? |

MR. ROBERTS: Fifteen/thirty, yeah. |

COMMISSIONER GLUCK: >Fifteen/thirty here

SENATOR DALTON 'How about the other states? Is it
'15/30 in the other ‘states? I think that is what Senator Zane
is getting at. . ’

10



MR. ROBERTS: Ali right.

SENATOR ZANE: 1Is it apples.and apples? .

MR. ROBERTS: 1'll give you the way it goes for
California{ it‘s also 15/30. ”Fo; Florida, it's 10/20; for
Maryland, it's 20/40; for Michigan, it's 10/20;>fo; New York --
the figures here are not really'comparablé'becaﬁse they‘were—é

"~ SENATOR ZANE: What was Delaware, sir? | ’

MR. ROBERTS: 'Bég your pardon? |

SENATOR ZANE: What was Delaware?

MR. ROBERTS: 1 don't have the Delaware. .

COMMISSIONER GLUCK: Do you mean this, the bodily --
$61.74 was the average premium. o IR o

- SENATOR ZANE: Yeah, I understand, but for what kind
of coverage? | ’ o

SENATOR DALTON: What is their base BI limit?

MR. ROBERTS: I don't have that with me.

COMMISSIONER GLUCK: We can supply it. As a matter of
fact, if you want, wé can take the average BI premium-- We can
take that, and put next to it the limits, and anything else
that you want us to follow out in each of these states. We can
put it onto a chart, if you wént. to make it easier. | '

SENATOR DALTON: That would be fine.

SENATOR JACKMAN: That's it; that's fine. ‘

COMMISSIONER GLUCK: 'Okay,, We can do that for you;
that would be no problem. ‘ I

- SENATOR ZANE: May I ask -- just a little modification
to that. New Jékééy is 15 and 30, correct?
' COMMISSIONER GLUCK: Right. |

SENATOR ZANE: Could that be equated so that we are
not looking--  For example, ‘when you originally said that
| Maryland was the highest at 20 and 40, well, that is also more
coverage. So, if I were someone from Maryland, I would say.
"You're not being fair to me." , | '

_ MR. ROBERTS: You're absolutely right. We can make
that adjustment. ‘

11



'SENATOR ZANE: So, I would rather see you take that,

~if you can, and equate that -- 15 and 30--
COMMISSIONER GLUCK: To make the adJustment to 15/307?
Yeah we could -- not me, they could do it. ’

SENATOR ZANE: As close as you can to that.

MR. ROBERTS: Yes, we can do that, added to the
increased limits factors. | Lo L B
| COMMISSIONER GLUCK: The actuaries can do that.

- MR. ROBERTS: I just want to mention that Pennsylvania -
is 15/30 and Rhode Island is 10/20.

COMMISSIONER GLUCK: We can do that either way. If

they. are lower, Senator Zane. and you want us to makev it
comparable-- If it's 10/20 and you want us to make it 15 and
30, or if it's 20/40 and you want us to make it 15/30-- We can
show you it straight and we can show you it with the'adjusument
~made. We can give it to you both_Vays,,on the same chart, if
youiwant that. There are some statee that are covered less and
paying more. | _ -
' ‘SENATOR DALTON: Now, there is also another factor
that you are obviously aware of, and that is the threshold
factor. In order to go apples‘to apples, you‘not only have to
look at 1limits, but'you_have to look at the threshold question
as well. : | |

COMMISSIONER GLUCK: Right:; that's right, and we can
put that in, as well. I  mean, we can say which states are
no-fault, which ‘are.‘deregulated, if you want, and just, you
know-- If yeu would like that, we can do it and carry it all
the way through. ' ’ '

SENATOR DALTON: Yeah.

COMMISSIONER GLUCK It will make it easier for you to
look at because, you know, it's a very complicated kind of
thing to try to equate out. - But if you can 1look at it -- at
least it would be easy for me -- look at it across on a chart——

‘ SENATOR DALTON: Sure.

12



COMMISSIONER GLUCK: --it would probably be ea51er for
you{ We'll give you whatever you want on that. -

MR. ROBERTS: If you would 1like, 1 canvgo through the
other coverages. The surprising thing is that when you take it
by coverage-- _ o ‘
| | SENATOR DALTON: Are you going to provide us with
that, Commissioner -- that information, the other coverages in
that breakdown that Mr. Robérts-is referring to? _

COMMISSIONER GLUCK: Yes, we can provide iall the
‘information for you. Thé ‘reason why-- When you said this
session was on how rates were made in New Jersey-—

SENATOR DALTON: - Right. _

COMMISSIONER GLUCK: I know—- I mean, I am not an
actuary, and I have heard Lew tell me this at least 10 times --
okay? -- and 1 know how tough this is. But what we wanted to
assure you of was, this is, one, a very complicated problem

that is full of formulas that only actuaries really have the"

wherewithal to deal with. Okay? And two, after we get all
finished with that in the State of New Jersey, then the Public
Advocate has the right to intervene, and he wusually does
intervene. So there's a second check, and the Public Advocate
goes out and hires his own consultants, and they do their own
evaluation. , | » _

So now you've jgot the Department of Insurance and
you've got the Public Advocate's’ office, - and then we . go,
usually, to a contested hearing at the Office of Administrative
Law. So theré are three distinct things that happen before a
rate finally gets O.K.'d by the Commissioner of the Department
of Insurance. '

» SENATOR DALTON:: Yeah. I think what I would 1like to
do now, based upon the fact that you are going to get us that
information on the coverages, and the correlations within the
coverages-- I want to turn to Senator Connors -- if you're
finished Chris-- ‘ ‘

13



'SENATOR JACKMAN: Sure, sure.
SENATOR DALTON:HIQ;for some questions. S
SENATOR _CONNORSE I had- 'a questlon, a couple' of
questions 1 ’wanted toask g01ng back ‘to what was introduced
earlier. We were ‘talking about f111ngs - On average, how many
f111ngs are made ‘per year? / v’ o
~MR. ROBERTS.'IWell,II haVe some runs here tc,givevsome
recentbfigures onvthat. I1f you Qill just bear with me for a
second, I{ll,turn them up. o e
o COMMISSIONER GLUCK: While Lew is looking for that,
may ‘I just say »thatj Lew is thev Chief ~ Actuary of the
Department. We ~are in the processrof -bringing another full
,property casualty actuary on board ‘and there is a pOssibility
of maybe ‘getting a third. That's really‘ excellent for a-
Department of Insurance because they are very difficult people
to h1re into State government and away from the 1ndustry.
,because thelr salary is almost double in the 1ndustry than‘they
would usually get 1n a Department of the State ,.
| SENATOR JACKMAN: Yeah, but look, there is a public
»serV1ce here. That's very 1mportant ] o
'COMMISSIONER GLUCK: Well, believe it or not, a lot of
people feel that way at a certain point in their lives.
' '~ SENATOR JACKMAN: That's true, honest: honest.
COMMISSIONER GLUCK: Not just you, Chris. |
SENATOR DALTON: While Mr. Roberts is trying to answer
»Senator.Connors'dquestion,»how many actuaries do you have now?
COMMISSIONER GLUCK:  We have—— Lew is the Chief
Actuaryl--_full fledged property casualty That's passed all
‘the tests and everything. o |
SENATOR DALTON: Right. ,
COMMISSIONER GLUCK We have Lew Roberts, one coming
‘on in March and we-- —
| ~SENATOR DALTON: So, it's one.
COMMISSIONER GLUCK: One.

14



SENATOR JACKMAN: You only got him? S

COMMISSIONER  GLUCK: = One, that's all. " We "use
consultants o ' - ‘. , S
SENATOR DALTON I'm sorry, Senator Connors. Please
go ahead, Mr. Roberts. I thought I could sneak that in reél
quick. . ’ - N .
| MR. ROBERTS: We usually have in the area of about'
2000 f111ngs that come through in a year.

COMMISSIONER GLUCK: On auto? ,

MR. ROBERTS: 'Not on auto. On auto, they are not that
numerous. I have before me now what we have received ih auto.
\ SENATOR  CONNORS: I should perhaps reframe my
quéstion. I really meant, how many are on auto, bécause that
is really what we are talking about. |

COMMISSIONER GLUCK: 1SO filed last year -- before 1
got to the Department -- and the filing was rejected. We have
had none, other than ISO, since maybe, I don't know, ‘83, but——"

SENATOR CONNORS: Do you consider ISO as one filing,
~or, representing 200 insutance companies, as 200 filings?
COMMISSIONER GLUCK: They represent about 80% of the

market.
SENATOR DALTON: So it's one filing?
COMMISSIONER GLUCK: Yeah, but you only have to deal

with one for all those people who belong to the service -- to
the rating organization. |
~ MR. ROBERTS: That pertains to the major filings. We

get a large number of minor filihgs. For example, so far this
year, we have approved'84 filings, 19 that were closed for one
reason or another without either approval or disapproval.

COMMISSIONER GLUCK: ~Well, when you say filings, I
don't know if that's-- '

SENATOR CONNORS: Yeah, I don't know if we're talking
the same-- '

15



MR. ROBERTs: ”Tnese'wou1d be»minbr'filings; such as a
' form-- S o 3 o S v» o
' COMMISSIONER GLUCK:  The Senator is talking about——
MR. 'ROBERTS " But a real major f111ng—-
SENATOR CONNORS' Insurance companles are g01ng for
the rate 1ncreases? o ' , . .
COMMISS IONER GLUCK Major filings affect the rates --
rate increases. ' : et T R
"MR. ROBERTS' Rign;, ‘We haven't 'had one to prove
since 1983. We had one in '84, which was disapproved. So--
SENATOR DALTON: So, there was only one filing?
MR. ROBERTS: Then last year, of course, we had a
' large number of complaints,rbut'they,are not the normal work
load. v ' , | : , | _
COMMISSIONER GLUCK: They are not rating problems.
Let's not confuse them. : e |
| SENATOR CONNORS: Getting back to my question, how
many f111ngs,'on average, does ‘the Department handle in a year,
a f111ng  being ‘an “insurance company or “an organization
representing an insurance company? ’
COMMISSIONER GLUCK: On aﬁto?
SENATOR CONNORS On auto only
MR. ROBERTS: I would say the average couldn't be over -

-~ half a dozen, probably

SENATOR CONNORS : Per year?
MR. ROBERTS: Right. You'll have the 1ISO, and then
‘you' 11 have independent f11ers, and we might get nine or so of
them, or we might not get any. o
COMMISS IONER GLUCK: On average, how many-- ‘In 1983,
‘1982. do you have any statistics as to how many -- on average?
' .~ MR. ROBERTS: We could count them, but we have not
‘calculated that average, ho;.ﬂ I X _
~ COMMISSIONER GLUCK: It's not enormous because ISO
represents the bulk of the insurers -- automobile insurers.

16



SENATOR CONNORS: . That gets to my next question.
Since ISO represents a number of insurance companies, as I
understand it, and then they make a filing to the Commissidner
for a rate ‘inérease. what makes the determining factor'és‘to

"what the lower compéniesv-- whether they are losing money, or
"the higher éompanies are making money? Do you understand what
I mean? ' o o L R
| MR. ROBERTS: I'm not sure I do, but let's see. If I
am off the track, let me know. ' o

| SENATOR CONNORS: Go ahead. | |

MR. ROBERTS: The rates that are filed by ISO are
intended to be for the average company, so since some companies
have a better’book of business than others, they will‘make more
money than is provided on the average, and some of them will,
by the same token-- It will be the other side of the cbin,'and
they will be losing money. © ‘ _

- SENATOR CONNORS: Okay. Taking that, we're st;iking
then an average-- We'll say '50% of them are companies that
make more and do a better job, and’sot‘of them are below that,
so they have struck an average now for a rate. Am I correct in
assuming that? ' ' o

~ MR. ROBERTS: Yes, sir. I would like to rephrase it a

" 1little bit, though. The ones which are doingva better job in.
making money are not neceésarily doing a better jobvfor their
policyholders. So, that has to be cohsidered, too.

SENATOR CONNORS:  Well, how do you make a
determination when you only make one'filing? ‘

MR. ROBERTS: We don't make that determination. I
bjust mentioned it as something that is a fact of life.

' SENATOR CONNORS: So it's a fact that we can't handle
anyway? i o o

) "MR. ROBERTS: Well, only‘ through standards ‘for

petfotmance owned by the companies; | .

'~ SENATOR CONNORS: But that would be a different area

"other than‘rate?
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'MR. ROBERTS: Yes, sir. . o |
, SENATOR CONNORS' What I'm saylng then -- maybe trylng
to arrive at some conc1u51on -- 1is, it wouldrseem to me that
w1th the companies that,are aboventhatbavepage.’the consumer
'~ really doesn't ﬁhave' the benefit of -having that lower rate
because the ones at the lower end of the spectrum are plcked up
'1n that average rate. Am I-- ’
MR. ROBERTS: I think I see what you are dr1v1ng at.
The companles with better experlence are charglng a hlgher ‘rate
than they really need ‘
. SENATOR CONNORS: Yes. _ o
MR. ROBERTS: And v1rtua11y those with ‘the worst
experience are charging the lower rates. | ’ ‘
- SENATOR CONNORS: Yes. N
MR. ROBERTS: Yes, that's true. | o
COMMISSIONER GLUCK: Now, -to that end, so that you -
'know, we have proposed a regulatlon to break up ISO 80 that
anybody who has 2% or more of the market is going to have to
f11e 1nd1v1dua11y, and will no longer be able to file with the
,bureau X - B .
SENATOR CONNORS: Where is that regulation now?
COMMISSIONER GLUCK: It has been promulgated.
SENATOR CONNORS: It's in force? ,
- COMMISSIONER GLUCK: Yes. It was just done this year.
SENATOR DALTON: So 1SO-- So what you have done has
effectlvely broken 1SO up? | “ " ' .
- COMMISSIONER GLUCK ~Well, we haven't done it vyet;
they re suing us. But, we' re‘on our way, I hope.
SENATOR DALTON: I‘m sotryi Senator connors.

SENATOR CONNORS The next question I have is-- It is
'my understanding that-- . ‘ '
DEPUTY COMM JASPER J. JACKSON:
Just a fmoment, Senator. May I explain  the regulation?

Pursuant to the current statutory regime in New Jersey, any
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company licensed to do business in New,Jersey can be a member
of an- insurance-rating ‘organization, which is what the
Insurance Services Office 1is. . They can have that rating
organization f11e rates in their behalf. However; becausevof
the problem that you were just dlSCUSSIng with the Comm1531oner‘
~and Mr. Roberts.f and because there are companles which are
,ut11121ng the ‘bureau to obtain higher rate levels than thelr‘
~own experience would otherwise Justlfy. we have promulgated a‘
'regulation -- as the Commissioner just expressed -- which would
“require thbse companies with a 2% or greater market'share:to
file separate loss and statistical information at the-same'time
‘the bureau makes a filing. But because of the way in whichvthe
-statutes are currehtly drawn, we cannot demand that those

filers withdraw from the bureau and make independent rate_,'

‘filings. Allrwe can require is that when the bureau makes a
brate' filing, 'they also file the separate .loss " and vfinancial
data of certain companies so that we can review that concurrent
with the other -- with the bureau filing.. Then if we belieVe
there is a significant differential between their loss
.experience- and the aggregatedv loss experience of the bureau}
the COmmissioner would have 'theb discretion of determining
whether or not they should be permltted to use . the overall
bureau rate, or some other rate which would be based upon thelr'
own experlence ’ o o
- COMMISSIONER GLUCK: However, if the statute were not
written the way it is, we wouldn't have to go through gquite the
.machinations that we have had to propose in order to get to
that end that you re talklng about and that 1is, to 1look at:
them 1nd1v1dua11y ‘ : : ' |
SENATOR CONNORS: My next _question then along those ~
‘lines would be: How many'companies in the Sstate-- It is my'
understandlng that there are. somethlng like 252 carriers in
automobile insurance in the Sstate, something in ' that
neighborhood, 250 carriers? - '
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COMMISSIONER GLUCK: Which write automobile?
'SENATOR CONNORS: ‘Yeah, which write automoblle.
DEPUTY COMM. JACKSON‘ Approxlmately
‘SENATOR CONNORS: - Approx1mate1y. -
_ DEPUTY COMM. JACKSON: It fluctuates because--
| - SENATOR CONNORS: Usmg the 2% of the market share,
V'.how many would be broken out of that 250 or so? )
'~ DEPUTY COMM. JACKSON: We estimate somewhere between
- eight or nine. - v ‘ -
o »COMMISSIONER GLUCK They have a larger share of the
hmarket now. | - S | .
DEPUTY COMM. JACKSON: ~ But they have the larger
‘share. One of them would be Allstate, for instance, which has
a 20% market share. ' ‘ o ' '
COMMISSIONER GLUCK They have a'ZO%Vmarket
DEPUTY COMM. JACKSON:  And, all other things being

equal; to give you an explanation, the bureau is a mlxture of
'what you call "stock agency COmpanles,' which utlllze agents to
produce the bu51ness for them, and those agents are paid a’
commission 5; companles like Allstate, which, aithough it is a
stock company, is also a direct writer, meaning that it
utilizes company employees to.vproduceh the "business for them.
»Those' emp1oyees get a salary, as ‘opposed to a commission.
Therefore, all other thihgsv being equal, - their losses are
" somewhat lower than the average high 1ISO company.' So, by
utilizing‘abbureau‘rétef once again with all other things being
‘equal, that the loss levels'are the same and all other expenses
are the same, other than agents' expenses and the saleries of
those produc1ng the business, Allstate wouldk‘not bé able to
justify the bureau rate But their one file would be 20% of
the market.

. New Jersey Manufacturers, which is a New Jersey-based
company, has about a. 103 market share. Liberty Mutual has
something 1like an 8% or 9% market share. Our problem was
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breaking out the companieé that we believed might héve‘ a
significantly different 1loss experience.thah the_averagélbureéu
company, but also limiting the number that we break out because
of the resourceé we have within the Department. We do not have
the resources to 100k at. 200 individual filings, or 65
individual filings. when you couple that with the other
responsibilities we have. Outside of the automobile insurance
area, we gét somewhere between 2500 and 3000 filings per Yyear
---commetcial rate filings, form filings, and everything else.
' - SENATOR DALTON: How many was that again? | ,
DEPUTY COMM. JACKSON: ~Somewhere between 2500 and
3000. It fluctuates depending upon the (indiscernible).“
SENATOR CONNORS: Of the eight or nine companies that
comprise this 2%; what percentage of the whole market do these
éight or nine companies'take up? _ |
DEPUTY COMM. JACKSON: I don't know, but we can'supply
that information to you. I would estimate that those eight or
- nine companies would probably represent somewhere between 35%
_- maybe 35% or 40% of the market. v
_ SENATOR CONNORS: It would séem to me, at least at a
glénce, that by permitting one company"to represent 1large
blocks, or,a large group -- and i'compliment.the Commissioner,
the Insurance Commissioner, for at least taking that step-- It
would seem to me that by even allowing groups of'companies to
get together, we're realiy subscribing to mediocfity hére, and
that there is no competitiveness or incentive here. We're
really based on the average of what everybody is doing, rather
‘than encouraging those people, or those companies, to do a
better job, to get after their claims, to get after their
business, and to tend to it properly. Wouldn't you think that
~would be a casual observation? o
| MR. ROBERTS: We agree with you on that, Senator, and
there 1is another factor to it too. That is the expense
element. The 1ISO rates are baséd upon the expenses of
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| ,honpérticipating stock companies, and these are the most
‘eXPensivé_companiesfthere are. So, if the companies that have
lowétvexpenses.‘such as‘¢Utua1'companiés; for one example, were
to. base theif rates on their own expenses, of course it would
be lower. o o . ' ﬁ \ - lbl‘ ,
COMMISSIONER GLUCK: Senator, let me add something to
that so YOu understand because we met with ISO not too long
ago. We were talking about trying to increase competitioh in
the State of New Jersey, which is what you're talking about.
IS0, I,guess,bexists in all the states. They cén be joined as
an organization, as a rating organization, in any state in the

Union. The states where.most‘cbmpahies belong are New Jersey
and, what is it, North Carolina, Jasper? _ )

DEPUTY COMM. JACKSON: Well, it varies by state.

COMMISSIONER GLUCK: But, the point they made -- I
don't knOW’whether you heard them that day -- was the reason
why -- they say -- the membership is so high in New Jersey, and

this one other state which I believe is North Carolina--
- FROM AUDIENCE: South Carolina. ,
COMMISSIONER GLUCK: --New Jersey and South Carolina,
is because.thdse are the two states in the country that have an
advocate's office, and because of that, it costs them so much
‘to file individualiy. They -join the rating organization so
they don't have to have the horrendous expense of filing

individually. ; _
We ~don't accept  that, but that was said to. us
" recently, this past week at a meeting, that that is why-- And,

if you look at the rest of the states, you will see that the
membership level is much lower for the number of companies
which write automobile insurance (indiscernible) any other
state, than it is in New Jersey and South Carolina, and they
state that as their reason:why, you know-- We don't think that
holds water, but-- '
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DEPUTY COMM. JACKSON: vaould'like to sdd one caveat
to that. Prior to the advent of the Public Advocate's office
in this State, the Attorney General's office used to assign an
outside counsel or WOuld itself perform the  rate counsel
function. In other. states in which the bureau does operate,
:such as the States of New York and Massachusetts, and other
gtates around the country. the Attorney General's office also
performs that function. In a State such as South Carolina, and
- even in the’state of Maryland, they now have a public counsel,
or an office of rate counsel, that 1is specifically into
(indiscernible)'and;rate cases, whether it is in the insurance
or the utility area} N R V

The Comm1531oner is correct. That was the
representatlon that 1SO made, but: it doesn't hoid'water. for a
host of reasons, because the rate counsel -- the public rate
counsel expense in any state, when you compare it to the
expense provision proposed by 1ISO, or even an independent
filer-- The publlc rate counsel expenses would show up at a
far removed decimal point. It wouldn't even represent 1% . of
whatever the expense loading'is, unless itswaS'a very sméll :
filer. ‘ ' |

SENATOR CONNORS: It seemed to be the consensus of the
people tho - gave ‘testimony at our 1last ses51on here, that if we
had, such as California, an open filing system, it would
dramatieally lower the rates here in the State. Do you agree
with that? | - |

DEPUTY COMM. JACKSON: No, I don't.

. SENATOR CONNORS: You don't? .

DEPUTY COMM. AJACKSON:: I do believe that ultimately
competition mayvbe the best regulator of rates, but to go -- to
repeal the prior approval law now and go to open rating
competition would be catastrophic for a number of reasons.
One, if you look at our residual market, our residual market is
about 45% of ~the total volume of the business in the'entire
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market. If you repeal the open rating law, fhevrates are going
to go through the roof ‘for 45% of -the drivings public out
there. Then there ére_othe: barriers to what I would describe
as real competition, in my opinion, and one of them would be
‘the existence of the rating bureau. | |

As Hr.‘ Roberts described, the rstingv bureau makes
- rates that are supposed to bé‘an aggregate -- that aré supposed
to PiOduce average rates for all of its 'members. But the
reality is that when the rating bureau aggregates its data, it
also makes certain judgments as to what data to include and
-what data to exclude. And., also, given all of the other
problems in the rate-making cycle, of necessity it must make
other judgmental assumptions. My experience has been -- and
fhis is solely my opinioh—— 1 believe .that when the bureau
proposes  a rate, it 1is < proposing a rate that would -be
sufficient for its least efficient member. _ '

SENATOR CONNORS:'~I coﬁld'keep going on--

SENATOR DALTON: 1 would like to stay on that, if I
may,. that very issue. I would like to get into IS0, if I
could, and that rate-making process.

You indicated, Commissioner, that you are presently
obtaining information from companies that have over 2% of the
market. | |

COMMISSIONER GLUCK: We will be.

SENATOR DALTON: You will be?

'COMMISSIONER GLUCK: We will be.

SENATOR. DALTON: The car insurance market?

COMMISSIONER GLUCK: Yes. _

SENATOR DALTON:: As a result of pulling out that type'
of information, it will provide you then with the discretion to
make a jﬁdgment that this filing is acceptéble or unacceptable
for certain companies.

COMMISSIONER GLUCK: Exactly.

SENATOR DALTON: 1Is that correct?

24



' COMMISSIONER GLUCK: Yes, sir. . |
SENATOR DALTON: But then you went on further to
-allude to the fact that -- and I don't want to put words 1n>
'your mouth -- it 1sxst111 difficult, glven the statutory--
' COMMISSIONER GLUCK: We had to do it this way given
the way the statutes are worded‘now. We had to do it this way
because-- We had to do it throughvregulation because that is
“the only way we could approach the'problem so that we could get
to the data that we need to then decide whether or not a filer
really should get that rate or it should be lower
- SENATOR DALTON: Okay. o
~~ COMMISSIONER GLUCK: So, that 'is the way we came up~
w1th in this Department to do it. v | '
SENATOR DALTON Do you feel that the problem outllned
by Deputy Commlss1oner Jackson prov1des for certain insureds in
this State - for the present system of paying too much, as far
as premium dollars? : . ‘ |
 COMMISSIONER GLUCK: We suspect so. -

- SENATOR DALTON: Okay. ~Given that‘ and given”the‘way
the statute is set up, why didn't you; or the Comm1s51on. come
before this Legislature to support a bill that I have had .
‘ﬂfor the last two years to break out companies that have over 2% :
of the automoblle market in this State from the 150

organlzatlon?‘
' DEPUTY COMM. JACKSON: Well,.sincevmy tenure in the
Department of Insurance, I have never —;'we have never observed

that bill as belng llsted for a hearlng in any commlttee
SENATOR DALTON But the thing is, why ‘d1dn't the
V.Department take a more aggreséive' role. via the Governor's
office or whatever, in" advocating a statute such as that?
Given the fact that you have admltted that the present 5ystem
‘causes an inequity -- okay? -- and.vyou admitted that the
present statutory system provides you with problems as far as
‘getting this infdrmation, why 'wasn'th the Department more

¥ % s ﬁ%ﬁfﬁﬁ’wﬁ
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' aggre551ve in promot1ng th1s type of 1eg151at1on through the |
Governor's office? _ » : » ‘ v
DEPUTY COMM. JACKSON: Well, I am not going to
. question-- - : ' S ) . '
SEMATOR DALTON:-,Now, I 'am not trying to sandbag you.
“ DEPUTY COMM. JACKSON: I understand that, but I am not
'-g01ng to question the w1sdom of one of Hazel -8 predecessors.
SENATOR DALTON: Okay v ' ' ' '
- DEPUTY. COMM JACKSON 'But the th1nk1ng was, ‘they did
not want to engage in a leg1slat1ve battle over that issue.
After conferring with the Attorney General's office, although
the Commissioner did not have the power to demand that certain
- companies withdraw from the bureau, the,Commlss1oner did have
the power to demand.separate loss and other financial‘datavfrom
compahies that were members of the bureau. The feeling»was
that as long as the Commissioner had that power and we could do
it that way; it was better to avoid a leglslatlve battle and
‘ Just promulgate a regulatlon , v _
SENATOR DALTON: Now you are in a Jud1c1al battle.
DEPUTY COMM. JACKSON:  Pardon?
A'SENATOR DALTON: Now you are in a judicial battle.
DEPUTY COMM. JACKSON: Exactly v :
SENATOR DALTON: The Commissioner just 1nd1cated that

‘that now is beihg challenged in the courts -- that regulation.
’ DEPUTY COMM JACKSON; Yes, but we are confident that
we w1ll preva11 (laughter)

. SENATOR DALTON: Belleve me, in this Legislature. if
1the Governor were on board, and T was the Democratlc sponsor --
I think Senator Zane had a 51m11ar bill in; Senator Laskin- had’
a similar bill in -- I ‘think you would have prevailed.

COMMISSIONER GLUCK: sSuffice to say., Senator, that'if
thls bill had come up during the time that I have been at the
. Department of Insurance, we would have come in and supported
i, and'pushed'for it. You know, ‘I don't think there is any
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‘question about that. I can't-; I think Jasper-- You know,
what he said is correct. I can't speak to what happened, as'to
why  that was never taken up by the Admlnlstratlon.v Maybe
'everybody thought it was easier to do this way, and maybe“they
were wrong . o ‘ - , -
SENATOR DALTON.-'Putting»your public policy hat aside,
and putting your techn1ca1 hats on now, what is'the‘average
time 1lapse between -an 1n1t1a1 rate f111ng and ‘the ultimate
d159081t1on of the filing? - .

DEPUTY»COMM. JACKSON: Automobile?

SENATOR DALTON: Correct. |

MR. ROBERTS: Well, it's quite a few months.

SENATOR DALTON: What's quite a few months?

, MR. ROBERTS: Well, we see-- They may;comebin in the
| beginning of the year, they may continue right on toward the
end of the year, or even run intq the next year. The reason
for this is, they frequently go to hearingst _You3ll have the

Public Advocate‘sVintervention. and that's what delays it. We
‘think it ought to be possible to expedite tnis process. , S
’ SENATOR DALTON _ Presently, as 1 understand it just
‘Wlthln the parameters of the Department there are five steps --
or excuse me, four steps that have to be ‘taken before‘ the
Public Advocate becomes involved. The rate filing is logged.byv
a rate analyst within the Department, which is step one. The
filing is sent first to the Assistant Chief of the Rate Bureau,
which is step two, and then to the Chief of the Rate Bureau,
which 1is step three. The filing ,then'>goes to the Chief
Actuary, which is step four. 1Is that correct? o :
MR. ROBERTS: Not exactly.
SENATOR DALTON: Okay. ) .
MR. ROBERTS: The rate analyst does more than log it.
The rate analyst analyzes it. 3 ‘ ‘ )
’ SENATOR DALTON: Well, I mean, there are four  steps;
”that's.what I'm saying. -
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MR. ROBERTS: Essentially as you have counted them,
ves. - e TR ;
SENATOR DALTON: Okay. Now, how long do those four
steps take? . - v S

MR. ROBERTS: Well, it will vary from f£iling to

filing, but it can take several months in some cases. ‘

|  COMMISSIONER GLUCK: If it's high itself.

SENATOR DALTON: If it's high itself, okay. v

, MR. ROBERTS: Now, the Public Advocate has 10 days

within which to anno'u‘ncve‘ his intention to intervene after a
filing is made. , '

_ ' DEPUTY COMM. JACKSON: May I elaborate a 1little more
on another point? ~ One of ‘the difficulties in reviewing a
filing, whomever makes it within the Department, in the past
has been -- and 1it's a historical problem -- that since
previous Commissioners have nbt felt it necessary, or for
whatever reason did not promulgafe’ rules which specify the
dated information that the Department desired to have filed
with- it ‘when an insurer sought a rate increase or a rate
change, even if it was a decrease-- One of the problems, and
what protracts the period of time it takes to review a filing
adequately, 1is, regardless of what they file, there 1is a
‘constant going back and forth bétweeh the Department and the
filer or between the Advocate and the filer, seeking additional
information. _ B

As Mr. Roberts explained, when a_ compény makes a
filing, what they have done -- théy.have taken their actual
loss experience and made -- massaged it in-a particula: manner
to predict what their costs were going to be at a future time
period.'_As a necessity, they must make all sorts of judgmental
assumptions. Most filers, when they make a filing, do not
.\indicate what the jﬁdgments were, where the judgments are, or
in what ways they have manipulated the data. So of necessity,
the Department must ask those questions, and. it takes time.
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SENATOR DALTON: Do the companies adjust théir daté,
~given the time for the filing? 1In other words, you have a
length of time that has taken place between you getting it, the
Public Advocate -- you exchanging information with the Advocate
and you having your rate analyst 1look at it, so a fairly
~significant amount of time-- Now, does the company, during
‘thié lapse -- because economies change during this périod of
time, their data changes during this period of time-- Do the
companies supplement the data from the initial--

MR. ROBERTS: Sometimes they do, and sometimes not.
Often there’is such a dispute over the basic figures that were
»offered, that ‘the solution, or the resolution of the filing,
-falls within that parameter rather than something later on.

COMMISSIONER GLUCK: May I add something?

SENATOR DALTON: Sure. ' ‘ _

VCOMMISSIONER GLUCK: The" standards that the Deputy
Commissioner is talking about, that Subséquently have not been
~promulgated by the Department'of Insurance, are going over to.
the Offlce of Admlnlstratlve Law to be promulgated March 10.
So, we will have standards which we thlnk will help to cut down
on‘thls time lapse. , _

I think -- and everybody else in the Department thinks
-—- that 1f it takes a year it is too 1long. It's real simple.
I couldn't agree with you more. Whatlwe are going to try to do
is get this - down, and the only way we can get it dbwn is by
doing some of these -- picking up some of these pieces- that
been kind of 1left hanging, and the promulgation of those
standards is one of them. So that should be on board as well.

SENATOR DALTON: A' fast question before I  turn to
Senator Russo, who has some questions. This whole issue of car
insurance, and our car insurance system-- My concern is that
the focus of this whole issuen in the past has been solely
threshold. Okay? And as Christy would say, I don't care what
sort bf hold you're talking about, whether it is a nmnetaryb
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hold, whether it is a verbal hold, or whatever. Okay? The
bottom line, however. is, there are other components that need
adJustlng w1th1n thlS present system that would assist, as far
: aovdollar sav1ngs to the consumer Would You agree ‘with that?
COMMISSIONER GLUCK' I would say that you could change‘
the un11m1ted medical beneflts we g1ve the consumer in this-
‘State - that you could make them 1ess, You ‘could make a
minimum amount that someone would have to»buy. I am told from
thevihsuranoe industry, and particularly from.Prudential, that
that would amount to maybe 20% of a PIP portion of thegpackage'
that runs. anywhere from $84 to $110. So, we're talking

about-- You can figure it out -- $20, or whatever it is. You
--could do that. 'v’There is7 no questlon about it. - There was
) discussion about that sort of an approach, whether-- I . think
" you-- That 1is a whole other discussion. Whether or not you

would want to do something like that, how that would affect the
average working man and woman in this State, and whether or not
"you would want to do that is 'ra discussion that, you know--
It's-kind of a policy discussion. But you can do that.

~ SENATOR DALTON: “But just staYing on the issue that we
heve been talking about this morhing,.Commissioner -- okay? --
about the present rate-making System,’the present way rates are
mede via IS0 or other rate-making organiZations{ and the
inefficiency and inequity it may cause because you are cutting

an average rate -- the more information you get by breaking
_companies out from ISO, Yyou could save dollars. Is that

correct? » »
' MR. ROBERTS: Well, Senator, that is true for the
policyholders who insured with the lower cost insurers. But

~  Wwhat would remain--

SENATOR DALTON - But you could save dollars -- okay?
- for some consumers who are now paying higher rates because
‘their companies belong tovISO and ISO is cutting an average
rate thet:gannot be justified for a11 companles belonglng to
that'rating bureau. Correct?
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MR. ROBERTS: That part is correct. I just wanted to
add that-- | |
SENATOR DALTON: So what I'm saying is, there are
dollars to be saved for consumérs. just looking at the present
rate development system. Is that correct? | '
COMMISSIONER GLUCK: By having everybody at ISO.
SENATOR DALTON: Pardon? | - -

' COMMISSIONER GLUCK: By having the majority of the
filers in IS0, yes. I don't know if it'wou1d~be the kind of
savings that you--

SENATOR DALTON: Okay.

COMMISSIONER GLUCK: --are thinking about, but, yes,
there would be some dollars.

SENATOR DALTON: Okay. Senator Russo?

'SENATOR RUSSO: Thank you, Mr. Chairman. I appreciate
the opportunity to raise a couple of points, if I may, that I
don't think will necessarily proVide any specific answers or
solve the problem, but perhaps something to pursue. They may
haveﬂbeen pursued somewhat already.

| I suspect the first question has been talked about
this morning, directed to the Commissioner. - I gatherb you
discussed this morning the fact that apparently some people
criticized the Department for rate making, when the fact is,
the Department does not have sufficient staff to do the job the
way you feel it should be done, and I think that is what you
were addressing this morning. Am I correct?
| COMMISSIONER GLUCK: Yes, we-- What I was addressing,
Senator, was this year we havé, through the,Administration and
the Legislature. been able to hire some people. As a result of

that-- There are some departments of state that don't have a
Lew . Roberts, at all. I mean, there are some insurance
departments that don't have ‘a chief actuary at all. As a

result of that, by the end of this fiscal year we ought to have
‘three full actuaries on board. Now, that makes a differencé.
no question about it, with ‘regard to being able to analyze
things. '
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As far as our rate analysts are concerned, .we feel at
thls point. we have enough rate analysts There are other ‘areas
yof tne Department, such as the promulgation of regulations,and
market conduct teams, and situations like that, where we still
need more staff;> o - o o )

' SENATOR RUSSO: Well, 'in order to do, effectively, the
kind of job that everyone'is aSking‘you to do, including the
Legislature, could I ask that you provide us with what
spec1f1cs you are g01ng to . be needing in the way of add1t10na1
manpower and help, and let's see if we can prov1de it? Because
I think if we‘can't,'and'you legitimately need it, it's going
to be difficult to criticize that Department for not doingrits
job if you don't have the manpower. ‘ . R » ,

' COMMISSIONER GLUCK: We appreciate that. I'll be
Vhappy to supply it to you; the members of the'Department will
be delighted. Let me assure you that the excess profits that
have been given back to4the Department as exceSs money has‘been
yused to hire consultants to do whatever the work is that we
couldn t get done because we were short- staffed w1th1n the
Department | o
1 don't want you to thlnk for one- moment that those

issues were not addressed,beven if they had to be addressed on
avconsulting,basis.r7Thank you, 1 appreciate that. ‘

SENATOR RUSSO: The next thing 1'd like to ask you
about, is, of course, in your Capacity’ as Commissioner, you
know. you re aware of what's going on 'in the other 49 states,
and I'm sure there's-a lot of 1nteract10n between your office
and the offlces of the insurance departments 'in those other'
states Is it not basically correct that this crisis, quote
unquote, in the insurance industry,»both automobile and others,
is a crisis that exists in all 50 states, not specifically“just
New Jersey? o o '

- COMMISSIONER GLUCK: That's not true, I don't think,

in auto. But I do-- It's true all across the country in
liability in general, yes. ' ' ' '

32



SENATOR RUSSO: What makes it-- ‘ v

COMMISSIONER GLUCK: The reason why~it's not, maybe, a
crisis in Massachusetts, or Michigan, or Arkansas  is that
.they're not number one, supposedly on the average of _the
highest automobile insﬁrance premiums in the country.f And I-- _
_ | SENATOR RUSSO: Let's stay with that just a moment so
we can dispose of it, and get back to this questlon o

COMMISSIONER GLUCK: 'All rlght : c .

SENATOR RUSSO: When you say we have the highest rates
in the country, am I correct ---and I may not'be -- you don't
mean we pay more for a similar type of coverage than consumers
in other states of 31m11ar urban environment do, do you?

SENATOR JACKMAN: Yes.

SENATOR RUSSO: She does?

SENATOR JACKMAN: Sure.

SENATOR RUSSO: No, I don:t think she does, because--
1 donft think she does. »

COMMISSIONER GLUCK: No, nog When 1 say an average,
I'm’ talklng about what Best put out -- A. M. Best, which is the
rating -- a financial services report -- that comes out and
talks about the averagerpremium and ranks them. okay, in the 50
- states. That's the average that they use. That's as of 1984.

| ; DEPUTY ,COMM.' JACKSON: Of course, that average ‘does
not take into account that coverage is provided,-- ' '

COMMISSIONER GLUCK: Right;

DEPUTY COMM. JACKSON: ;-;and the amount of coverage.

COMMISSIONER GLUCK: ; Right. They don't do apples
and-- a ’

DEPUTY COMM. JACKSON: 'It's not a comparison between
apples and apples, it's a comparison of apples, Oranges, and
watermelon. |

COMMISSIONER GLUCK: Exactly.

'SENATOR RUSSO: In other words, if we were to publish
another ranking, which state has the best coverages -- the most
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covetages‘ - we'd rank’ fi:st. ‘wouldn't we, .ih 'athmobiie,

'1nsurance? | | R o | '

' DEPUTY COMM. JACKSON: Yes. R -
SENATOR RUSSO We ,wpuld.* In}.other words, we're

~getting, ba31ca11y—- _,‘ R 'h o ' . |

o ; SENATOR JACKMAN‘ I'a 11ke to see that documented.
SENATOR RUSSO: That's a fact, Chrls : .
SENATOR JACKMAN You know, everybody s maklng qulck

statements, and so far I haVen't;-’ You know, thlS is, to me is

-- all 1 Kknow 1s when I get h1t w1th people back home, they
" want to know how much is this going to cost us. .They re paying
$800 and all of a sudden it went up to $900, they had no
‘accident, they had hothing, and then we!re telling them we got
the best ceVerage;b Best coverage of what? ' ’;

- SENATOR RUSSO: ~Well, let me see if 1 can pursue it,
Chris. ji thihk‘maybe I can, you know, help clarify it, and see
if there's anything else. ':

A I think, basically, what we're saying, if I'm not
mistaken, is that because of the unlimited medical, and PIP
coverage, ‘and so forth, New Jersey's drivers‘ receive the
_highest benefits, and for whlch they pay- the overall highest
rates, probably of any state. . _ . ‘

’ SENATOR JACKMAN: Stop there: We »were' teld before
there were three other states that_were‘paYing-higher rates.

Now somewhere, let's go back in retrospect. ,

' . COMMISSIONER GLUCK: That portion ~of the policy,
Senator. o , o ' : -
| SENATOR DALTON: If I could interrupt, and I do.that
at my own pe;il, given to the fact that to the far right is the

Sehate President, but the-- One of the things that I.wanted to
do today., and Qhat the_Commission -- the Committee -- wants to'
do, 1is this whole»Committee was set up to go on a step-by-step
- component-by- component approach to ‘the prOblem. And if 1
- could, with the Commlttee s perm1551on, I'd like to keep the
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line of questioning on the component that we're dealing with
today, and that is rates and rate development in the State of
New Jersey. If that's okay? »

‘ SENATOR RUSSO: At the risk of being -- I'll try to
frame my question in accordance with the Chair's ruling, or be
ruled out of order. Of course we, you know, maybe we should
have a different Chairman of this Committee. (laughter)

SENATOR DALTON: I don't want to put that up for a
vote yet. (laughter)

SENATOR RUSSO: Let me see if I can complete these
‘thoughts that I have within the framework, Dan, of your
rulings, and if I don't 1 really don't mind being ruled out of
order, and I1'll hold it for another time.

Oon rate making, I did want you to clarify, first of
~all, you know, what the problem is -- and just one last
thought; I'll say it real fast before Dan catches me on it --
at the National Conference of = State Legislators, the
legislators of every state in the country were up in arms with
the éame'type of thing we are here. You know, what do we tell
our people? And my question now, Mrs. Gluck, is when we talk
about rate making -- and I think this is within the framework
of what we've got -- we talk about addressing a problém.v.And,,
at least from what I can see, rate making becomes a problem,

and rates become a problem, cyclically -- <cyclically. In
1975/'76 -- don't hold me to the year -- we had the same
vcrisis, quote unquote, we have today. Rates were escalating,

andvtort reforms were cried out for, and then all of a sudden
rates went down, and then everybody became quiet, okay. And it
seems as though -- and help me if I'm wrong -- that it's all
related to‘the interest rates; the amount the carriers can make
on their investments. When the interest rates were 18% and
20%, premiums came down because they wanted the bucks to get in -
tcause they could invest it when they weré-- '

35



My questionk‘is ~on rate making. "Are ‘we 'not really
- facing a problem that almost.has to be handled on the federal
~level, perhapsv through the Federal Trade Commission, rather
“than to try to handle it p1ecemea1 in each state when crises
develop because interest rates go down and the carriers now
have to jack-up the cost of insurance?

‘.COMMISSIONER GLUCK; 'Senator. I really thlnk that some
of this should be handled on the federal level, which is
probably ndtvwhat a lot of other commissioners might say, or
even the industry. dr maybe the industry would say it at this
~point, I don't know. There are no national —- you know, other
than McCarran-Ferguson Act, I guess -;‘there-really are no acts
that have anything to do with insurance, per se. For‘instahce.

there are -- and I'm speaking as a consumer as well as the
Commissioner of Insurance -- there are no standards -- and
Jasper and I have talked about this -- for reinsurers. There

just are no standards. o

- Now, if you're going to wait for-- If New Jersey were
.toggc ahead and promulgate standards for reinsurers, everybody
would Say, you>know,7that's a crazy State. Which is what they
say anyhow, because of some of the things we do. It can't be
‘done on that levei. ‘If you're going to have broad reforms,
state by state level is probably some of thevmost difficult way
~to go, because each state's going to come up with a dlfferent
- package, flrst of all. j
| ~ second of all, there's :also no question in my mind
that a 1lot of ithis goes to their inability, their 1lack of
‘ capacity to write commercial liability or liability of any. sort
,across the country. Some of them have big problems, because
they engaged in what you were talking about, that cash flow
underwriting,‘and nothhey're in trouble. Other'companies that
didn't do that have the ability to write, and they are writing
in New Jersey. 1 want you to understand that they are writing
in New Jersey. But this is a very difficult time ‘for the
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industry and they have to make themselves whole, and until they
do make themselves whole and have the capacity to write, if
'theyvkept on going the way they had beeh in previous years,
there's a chance that there would be a lot more insolvencies in
this country. ; ‘

So, you know, as the Commissioner of Insurance, Yyou
walk a very fine line, because if the compény goes 1insolvent
that insures you, it's not going to do you, or any of the other .
.policyhbiders,,a hell of a lot of good.

That's part of the problem. There are certain things
that we can do in a étate; within the confines of a State. We
can ask for the breakup of ISO in the State of New Jersey. We
can have the appellate decision, that was remanded to us, on-
classification. We can set up the Committee to deal ﬁith that,
which has to dd with the territories which haven't been touched
in this State for 40-some odd years, and the classification in
automobile 1insureds that goes to geography, and age,‘ and
gender, and marital status, and all that stuff -- that we're
"going to deal with. 1It's going to take time. It was held up
in the courts. 1 mean Jim -- when Commissioner Sheeran left,
thét wound up in the courts and was in the appellate division
for almost four years. , ' |

There are things that we can do here, and there are
things that we can do that will make a difference. Some people
think that there is tort reform that can be aécomplished on the’
State level that will make a difference. For instance, for DEP
and DOT to hold contractors to a standard of negligence instead
of the strict 1liability standard who are working on public
works. Well, people feel that that's something that can be
done and needs to be done in. the State of New Jersey given our
commitment to the billions of dollars we have in public works
programs. ' | |

SENATOR DALTON: Commissioner, respectfully--

. COMMISSIONER GLUCK: Sorry.
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SENATOR DALTON: ’Respeétfully. the issue is automobile
‘rate 'deVélopment, okay.  Now we'ré trying to solve the
‘liability -- commercial liability -- crisis in this State.
What I'd 1like to do is stay on the issue. | '
| ~ COMMISSIONER GLUCK: He's not your Senator, he's my
- Senator, so I had to énswer.'(laughter) Sorry about that. I'm
sbrry, Senator. | - o T
R SENATOR DALTON: = Yeah, I mean, this Committee is,the
Special Committee on Auto Insurance, not the Special Committee

on the liability -- commercial liability crisis, which is an
apple/oranges'type situation. So, I want to-- We only have
you -- because the Senate President is so punctual these days

-- we only have you for another half an hour; Senator Zane has -
been chomping at the bit here for a while to get a question --
~his question responded to. 50f Senatoﬁ? |
. SENATOR ZANE: = I think these-- I hope these
questions, Dan, will go to rates. Somehow, I'm sure that they
will apply. 1I1'd like_to ask one. In the rate making process,
whatever the cost is that is ultimately approved for PIP, is
there a different cost within each class of driver, or are all
drivers, regardless_ of their «classification, territory, or
whatever, charged the same rate for'PIP? ’
MR. ROBERTS: No, it varies. |
SENATOR ZANE: It does vary. Okay. Let me ask you
one other. The awards -- and by that 1 don't mean,
necessarily, the judicial aﬁards. 1 mean payments by insurance
'companies for’claims,for losses -- on a per capita basis, or
whatever other barometer you might use to measure it, has there
been :a significant increase in awards, either directly from
companies or that possibly came through a court, or whatever?'
~Has there been a significant increase in those over the past
few years? | . _ _ , ,
MR; ROBERTS: There  has been an upward trend. We
would be glad to supply you with this data.
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SENATOR ZANE: Do you have a feel for -- ~ tcause
obv1ously that goes to determ1n1ng what our rates should be,
right? That's their loss experience? )

MR. ROBERTS: Yes. 1 have some trend data rlght here.

SENATOR ZANE: Is that item broken out separately? -

MR. ROBERTS: Yeah. I have a little chart with me,
just'by chance, which gives us the average costs in the claim

frequencies and what's called’thenpaidvpure premium, which is

'the cost per car, for the no fault, which is the PlP/byé—'

SENATOR ZANE: Now, excuse me, I'm all through the PIP
part. I'm off the PIP part; I'm discussing liability at this

point. : ‘ - » v

MR. ROBERTS: We have it in the liability area too.
For example, for the year ended 6/30/82, the 15,000 -- 15/30
bodily injury -- average claim cost was $5864. And coming wup

to the present, through the year‘ended 3/31/85, it was $6507.
There's been a steady progression in between.

_ Now, what I just gave you was the aVerage cost per
claim. Now, the other component of the cost per car is the
claim frequency, and that-- ‘

SENATOR ZANE: Let me tell you what I'm asking you.
If I'm in an auto -- if I was in an auto accident -- ‘'cause

somehow I imagine that you have an average for those years --

if 1 were in an auto accident in 1980 and I had a -- whatever
-- facial scar, whatever it might be -- I'm just using that by
-way of an example -- and I had the same in 1985, bdsed upon

- figures that you possibly have available, would I receive more
in '85 than I would have for that type of an 1nJury than I
would have in 19807?

MR. ROBERTS: More.

SENATOR ZANE: 1Is it significant?

' MR. ROBERTS: Significantly more. |

SENATOR ZANE: Do YOﬁ have any idea how much the

percentage increase is in average type of awards?
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: “MR. ROBERTS.‘ Well " the average annual change in
_'bod11y 1n3ury c1a1m cOSts was 3. 3% per year from 1982 through
1985, 1.,. I ' S
COMMISSIONER GLUCK., Are ‘we talklng ‘about-- Are you
ta1k1ng about awards or clalms? v . , .'v.“'
‘ MR ROBERTS'_'I‘m talklng about clalms. Some of these
‘clalms will involve a lawsuIt-- o 'v o e
COMMISSIONER GLUCK: You're talking about awards.
AThat's dlfferent | o o ' o
' MR. ROBERTS: --and award, “and some of them will be
settled w1thout c1a1m court. We don't have separate'data on
cases that go to-- - PO I . ’
, - SENATOR ZANE 1 understand that vCommiSSioner, you
"seem to understand what I'm dr1v1ng at. ' ' o
| N COMMISSIONER GLUCK: “know what you re dr1v1ng at
"but I'm not sure we have that breakup for you. I mean, this is
what it costs to pay a clainm. This is not necessarily what it
costs if they go to court. | : R - )
v DEPUTY COMM JACKSON - And this is averaged on'a per
.car bas1s For lnstance, there are 5.5 m1111on cars in New‘
- Jersey, so these costs are per car. '
’ SENATOR ZANE: Fine. If there are five point million
cars-- ' - : I '
o DEPUTY»COMM.\JACKSON: 1 mean, sorry, there are about
4.5 million cars. _ . o '
SENATOR ZANE: Okay, ‘4.5. I don't care what it is.
If there are 4 5 mllllon,_how much money was paId out in 19
let's say '80 as an example, for paln and sufferlng?
COMMISSIONER GLUCK We don't have that. ,
'SENATOR ZANE: How much was paid out in 1985 for 4.5
‘million cars? o o R
» - . DEPUTY COMM JACKSON: our figures are not broken down
- that ‘way, but you—-' (all w1tnesses speaking at once)  But you
‘may be able to- obtaln that data from the AdmInIStratlve Office
of the Courts. ' ‘
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COMMISSIONER GLUCK: Of ‘the courts-- | ,

MR. ROBERTS: And then, we do have a speciai study by
the all industry research committee, which does-- _

SENATOR ZANE: Mahy claims' never get to the kéourt.
‘Ninety-five petcent of all the claims end \up' settled. Five
percent ultimately get to thekcourt. So., therefore;'thatvseems
to be something that should be available, or a figurevyou have—-'

' COMMISSIONER GLUCK: Well, it may be because we got a
statistic that said there were 61,000’cases heard in superior
~court in 1985, of which 38,000 were automobile cases. So, I
“mean if that statisticjis available, and if that is‘accuratet
then we ought to be able to know what the rest of what you're
asking about, because wevdon‘t have it, but-- :

_ ' DEPUTY COMM. JACKSON: We don't'get'the data in that
detail. We may be able to secure from you the Rand Corpbration
 ;— which’ is the same thing, research institution -- does

research in that area. But it's research based upon what's
‘occurringf— They do it on particular states, but it's usually
based_oh nationwide data. So we can give you'nationwide data
in that detail, but we cannot give you data on that‘détail'with,v
respect to those type of awards-- . ‘

SENATOR ZANE: Do you know what I'm troubled by? -

DEPUTY COMM. JACKSON: --because we ddn't‘receive'the
data in that detail. |

>SENATOR ZANE: Let me tell you what I'm ttoubled by,
ahd if you suspect it's because, in part, I'm a lawyer, you're
right.  We're constantly hearing about tremendously high
awards, and that that's an ‘ingredient. Chris. Jackman is
absolutely convinced> that that's a major élement of why
insurance rates are going high. And you people deal full time
with insurance. Where does the story begin that awards are
'.going way up? Where does'it_come from?
' | COMMISSIONER GLUCK: Where does it come from?  Thé

industry.
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; DEPUTY COMM. _ JACKSON' Senator. it eomes,'from “the
-inoustry, but Senator the problem—— | - _

a SENATOR ZANE: And doesn't the 1ndustry have ' to supply
you w1th 1nformatlon like that in making a rate? I mean, isn't
that part of-- o ‘ | L
' DEPUTY COMM JACKSON.v But Senator; the oroblem'-—‘the,
p:ob]_ém-- | N L ‘, I o N

SENATOR ZANE Excuse me,.Just one second. Isn't that
part of what goes: 1nto str1k1ng a rate? ’ . | .

MR. ROBERTS: Certainly, Senator. We get these data
prlor to every rate f111ng, and - jt's in the form of average
cost per car, in the»form of average claim cost and the cost of
_c1a1m frequency, which is the number of claims per cars.

COMMISSIONER GLUCK: It's not in-- 1It's not in the
form that you're asklng for. It comes 'in the form that the
vactuarY'is telling you. It comes in those various segments.
but it's not in the pure form that you're aSking for. And the
place i think you can get‘that. probably; is the courts. '

SENATOR ZANE: Well, sir what was the figure-- -

| DEPUTY COMM. JACKSON: - Before you go on to the next
question, cah-I add something to the answer? The problem'in_,
‘this area is not necessarily -high . jury awards. It's the
ability to sue: there are a lot of -garbage cases in the
- system. If you look at the automobile insurance premium, each
vproperty casualty company -- even the mostfefficient_ones -
spend about 30-some - cents out of every dollar on expenses.' A
large portion of those expenses are ciaim related expenSes. and
those expenses are in the system, regardless of whether or not
- of.whether‘there's a jury award orﬂnot, Thebproblem with
ourtcurrent"norfault system is that there's»supposed to be a
trade-off in medical ‘benefits and the ability to sue. And
because of "the'-low 'tOrt’rthreshold and the unlimited medical
benefits._our rate payers are being zinged both ways. In other
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words, they'are’getting their medical benefits paid, but that
mahy suits, paiticularly garbage suits, are not eliminated from
the system. ' 7 - ' _

-SENATOR JACKMAN: What db you call a garbage suit?
I'm interested in that. | - '

DEPUTY COMM. JACKSON: A garbage suit?

SENATOR JACKMAN: _Yeah. yeah. ,

o DEPUTY COMM. JACKSON: A garbage suit is where you
have a threshold of about $200 or $1500.

. SENATOR JACKMAN: And the guy sprains his wrist.

 DEPUTY COMM. JACKSON: I don't know about you, but
every time I go to my doctor's office it costs me $85 just for
a visit. If I have a minor incident, and I go to my doctor's,
it doesn't take very many visits for me to reach the threshold
where I then have the ability to sue. The problem is, is that
there are too many suits running the system, and there's a 1lot
of fraud in the system because of the low level of the suit
threshold. ‘ | v .
SENATOR RUSSO: A garbage suit is what happens to the
_ other guy. ‘ S . , o
SENATOR DALTON: Okay. I get the feeling we're really
getting into it now. (laughter) But, Senator Zane still has
the floor. ‘

SENATOR ZANE: One other point. The cost that you
gave for -- you said in June 30, 1982, you gave me a number of
$5864, and you said June 30 of '85, $6507. And what did those
numbers represent?

MR. ROBERTS: ‘They represent the‘average basic limits
paid claim cost for-- v '

SENATOR ZANE : Sso, of every claim made in this State
in June of 1982, the cost was -- to settle it, to resolve it,
whatever -- $5864. ' .

COMMISSIONER GLUCK: To pay the claim.

SENATOR ZANE: 1Is that correct?
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MR. ROBERTS: The-- Sdme‘of it, of course, costs more
and some less. But if you take the total cost--

" SENATOR ZANE' Average.

» , MR. ROBERTS: ——and d1v1de by the number of clalms.,
~ you get what ‘we call the average. and that was $6507 for the
year ended 3/31/85. U E ‘ '

SENATOR ZANE'> Okay. - And th:eerfulliyears prior to
':that it was about $650 more than that —e or less than that per

claim. S o |
| MR. ROBERTS: Right. It was 5800 and-- $5684 —- 864.
- SENATOR ZANE Therefore, the average cost of a claim
in this State for whatever goes 1nto a c1a1m, has increased bY'
roughly $650 over three years°

MR, ROBERTS: That's about rlght

‘HSENATCR ZANE: Which translates to about 11% over
three Years..oi an average of a little over 3% per year. o

MR. ROBERTS: Right.  Three point three percent.

‘ SENATOR ZANE: Okay. And the rate of inflation is --
has been, until this past yeer -- greatly in excess of that,
hasn't it? - ’

MR. ROBERTS: That's correct.

SENATOR_ ZANE:  So wouldn't that suggest that the
awards have not significantly. increased if these 'are the
numbers, where the cost to the insurance companies for claims?
Wouldn't that suggest that? Wouldn't it suggest that on the
aVerage the awards are somewhere's in the neighborhood -of a
little bit more_than 3% perbyear increasing? _

| COMMISSIONER GLUCK: No, no. No, and I'll tell you
why. This is what cost pay-- ' '

' SENATOR ZANE: I think Mr. Roberts is saying yes.

MR. ROBERTS: I didn't think to at all, Senator.

SENATOR ZANE: Did you say yes, Mr. Roberts? _

» MR. ROBERTS: All I would have answered is that this
is basic limits. So it doesn't take into account the total
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cost of the awards. Howéver; the increased 1limits factors,
which are intended to ptovide 'for.‘thésé higher cost awards,
have not been changed for this period{ And the other thing
that we want to take into account is the claim frequency has
been going up at the same time. Now,_Commiésionér;- , .
© COMMISSIONER GLUCK: 1 thought he said before that the
~awards, the ‘amouht that it costs a' company for litigation,
- shows up not just here, which is payment of claims;v.but "in
several differént categories which they report to the
Department of Insurance. | o o
‘ - SENATOR ZANE: Commissioner, correct me if I'm wrong,
but I understood him to say’that) in essence, to settle a claim
or whatever -- to resolve ‘it -- the cdst per compahy per claim
in 1982 was a little in excess of $5800 and in 1985 it was
$6500. That's what I understood Mr. Roberts to say.
COMMISSIONER GLUCK: To pay the claim.
. MR. ROBERTS: Now this is bodily injury, you
understand? | , | ' -
V - SENATOR ZANE: VI.understand.
' MR. ROBERTS: But, those are the figures.
~ SENATOR ZANE: Now, let me ask you this, sir. What
were the bosts’of PIP coverage.ih 1982, if you have that, and
what is the cost of PIP coverage for the séme period in 1985?
MR. ROBERTS: All right, for the year ending -- it's
‘not quite the same period as before, but it's the year ending
-- 6/30/82, the average cost for the basic PIP coverage was .
$2174: and for the year ended 3/31/85, it was $2974. _ _
| ~ SENATOR ZANE: So, PIP, within that same period of ,
time, the cost to resolve that went up by'a third?d ‘
MR. ROBERTS: About . that, vyes. And, the claim
frequency dropped a little bit for that same period. If you
take the cost per car, which is illﬁminating to look at, we
find that ‘that went from $62 in 1982 -- 6/30/82,.‘the year
ended -- to $83 for the later period. '
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SENATOR ZANE°v So, 1f these numbers - if'I ﬁnderstand.-

these numbers as you present them, bod11y 1nJury, in_brder_to
:resolve that, increased approxlmately 3% per year. “and the‘cest
_iof PIP 1ncreased approxlmately 11% per year durlng the ~same,
' correspond1ng perlod of time, on the average? o A

‘ ' MR. ROBERTS. Approxlmately Over ‘the 1last nine
quarters,  the 1ncrease was  11%, ‘and over the last twelve
quarters, it was about 13%. | N

SENATOR ZANE: Does that suggest to you that part of
what is contrlbutlng ‘to the addltlonal increase to insurance,
that in proportion, the PIP 1s_hav1ng a greater effect on the
increased cost than is the cost to an insurance company for
bodily injury, on a percentage ba51s?
| MR. ROBERTS: That 1s what appears from these flgures.
sir. _ . '

SENATOR ZANE: Thank you.

SENATOR DALTON: Christy?

SENATOR JACKMAN: »Jﬁst one. The rate setting -- let's
get, I want to get it clear in my mind. A young man living in
Newark, black, 19 years old, drives a 1981 Dodge. Same thing,
individual, 19 years o0ld, 1living in Saddlehrook, driving the
same car, do they both have the samevrates?
| MR. ROBERTS: No, they'll have different rates.

SENATOR JACKMAN: Why? R

MR. ROBERTS: The rates, sir, vary by territory,
'depending upon the experiehce of the'territory.

SENATOR JACKMAN: This man -- young boy -- 19 years
old, had no accidents, good, safe driver, same with the gquy in
Saddlebrook, you mean because of residency that is a criteria
for the setting of rates?

- MR. ROBERTS: Well, indirectly. The rates are tied
-back to the place where cars are garaged. If a car's,garaged
in Newark, on the average cost, cars garaged in Saddlebrook,
then the Newark‘insureds are charged more. |
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SENATOR JACKMAN: So that young boy»would,bé bette:
off saying heklives_in Saddlebrook, and he gets a lower rate
even though he 1lives in Newark. Is that what we're taiking
about? o , | '

MR. ROBERTS: That's what we are talking about. 1It's
where the car's garaged, not whére he lives.v _ o

SENATOR JACKMAN: The other thing I'd 1like to know,
and I don't mean to be facetious, and please believe me when I
séy this, I'm hoping'this is all now in piain language.v

COMMISSIONER GLUCK: Which?

, SENATOR JACKMAN: What we're talking about in the
policieé and everything else from now on. ’

COMMISSIONER GLUCK:  We11f on my desk is a plain

language automobile insurance policy -- the first draft,
Senator -- and-- ' . \ '
SENATOR JACKMAN: Okay. _ _
COMMISSIONER GLUCK: --you know that we are committed

to doing this at the Department, so the people can understand
what it is they have or haven't got. | ' A
SENATOR JACKMAN: You know, your rate setting -- the
thing‘ that, you think when you go back home, threshold, no
fault, all of these other things, the average person is very
confused. I want you to know that. The average person sitting
back home, all they know is they go down the corner to the
agency and they're told, "your insurance fdr your youngster 1is
$871." Well, the car's worth 2000, but that's the price if you
want to drive, okay. And that's why I'm afraid to say this,
there's a tremendous amount of péople out there thét don't have
insurance as sure as God made 1little apples. And, somewhere
along the line we're going to get-- The frightening thing is
going to come back. | |
’ You see, legislatively we sit here, and everybody we
got -- you know, we got some ideas -- the only ideas we can get

is from the people we listen to like you. You're the experts.
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What can we do to go back to our people and say to the people.
"here, -you're not going to pay that much more anymore, but

you're going to have the same coverage,"? That, I think is

~what's coming up. This is the thing the people want to Kknow
back home. e o '

‘COMMISSIONER GLUCK: Senator, I want to tell you. I
don't believe that you can’have_the'same coverage in this State
for less money. I don't think we're ever going to drop'down to
10thﬂ or 15th with the kind of coverage we have here. As -
consumers we got to make up our mind, either we're going to
reduce the 'cOverage and reduce automobile 1nsurance in this
State, or we're going to pay for it. Aand I think the people
don t want to pay for it. o -

SENATOR RUSSO: Touche.
COMMISSIONER GLUCK: Okay?
SENATOR JACKMAN: Okay. . | ,
COMMISSIONER GLUCK: and I think we've got to reduce
it. | _ R | | IR
SENATOR JACKMAN: I'm done. ,
SENATOR DALTON: Okay Senator Lynch, do you have any
questlons? (Senator Lynch indicates negatively)
v DEPUTY COMM. JACKSON: They don't want to pay for it,
but they want the coverage o
COMMISSIONER GLUCK Yeah.  They don't want to pay for
Cit. - o
SENATOR ~ DALTON: (Respondihg ‘to Senator Lynch's
indication that he doesn t have any questlons) Okay, you're
having too much -fun. (1aughter) :
Can I ask a couple-- ‘ ‘

, DEPUTY COMM. JACKSON: They alSo don't want reduced
coverage ' , ‘ | | | v
COMMISSIONER»GLUCK: I don't think that's true.

SENATOR DALTON: = Okay, now, can I get into just a
couple of questions? We have 15 minutes left, and 1 know
Senator Connors has a couple questiOns; too.
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_ ‘The pribr approval system in the State -- that _is
‘rates having to be approved by yourSelves before they're
promulgated --' is that the most efficient system of rate
tegulation? o : o
| COMMISSIONER GLUCK: As long as we streamline it, and
make it efficient, it can be an efficient system. =~ If You'
want-- What do you want to compare it ‘to, the ‘Commercial
Deregulation Act? , ,

SENATOR DALTON: No. What I'm saying is there's

several SYStems of rate regulation - automobile‘. rate
regulations. They include open -- totally open -- competition,
prior approval, file and use. What are-- What is, to your

mind, comparing this system to those other systems, the most
efficient? | R v

COMMISSIONER GLUCK: I think that file and use or
prior approval can be efficient and -- an efficient system if.
you have the staff with which to handle it. v

SENATOR . DALTON Do you have-- Do ydu feel that
presently the Insurance Department has adequate staff,
Commissioner, to-- |

COMMISSIONER GLUCK: For rates?

SENATOR DALTON: Yes.

COMMISSIONER GLUCK: Yes. ,

SENATOR DALTON: Okay. Do you feel that one actuary,
presently, is sufficient? _

| COMMISSIONER . GLUCK: . Yeah,‘ some- of the Departménts

don't have any. Yeah, and we're getting a second one in March.

SENATOR  DALTON: Some departments don't have any
doesn't mean that--

COMMISSIONER GLUCK: Right.

SENATOR DALTON: --that you don't need more folks. ,

COMMISSIONER GLUCK: We are bringing on two more.
okay? o | 4
’ SENATOR- DALTON: Okay. Yes, okay.
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'COMMISSIONER GLUCK: Which is terrific, actually.

' SENATOR DALTON: The format, just-- I wanted to get
into, also, the format of rate”filings,'because that's always
1ntr1gued me to a certain extent., The public advocate in 1983
o made recommendatlons that the format for rate filing should be'
standardlzed R

COMMISSIONER GLUCK: Right; _

'SENATOR DALTON: And that is, that there should be --
‘we ”shOuld' have -- some basic 1nformat10n from all companles
Athat we re . presently not gettlng

COMMISSIONER GLUCK' That's correct

SENATOR DALTON._ "Now, 1is that part -- given that -

fact—- 'In other words, what ,yoﬁ're dealing with 1is you're
‘dealing with some veryrsophisticatedfcemponents here, okay.

COMMISSIONER GLUCK: You're right.

SENATOR DALTON: You're ta1king7about such things as
investment income, which is very Very difficult to define, and
-1 auspect you would define it differently than the companies
would define it, and giveh the fact that you have a
nenietandardﬂiformat now, okay, WOuldn't you think that we
should be going to a standard format frem companies?

7 COMMISSIONER.GLUCK: Yes.

SENATOR DALTON: Is that part of your regulations?
| COMMISSIONER GLUCK: And we are. And that's the one
that will be at the OAL —-- the Office of AdminiStrative Law  —-
‘on March 10,' And we also are promulgating the regulations for
the excess profits law. Okay? So that will be oper--

" SENATOR DALTON: Okay, g0 you're going to a uniform
format? , ‘
| COMMISSIONER»GLUCK: Yes, sir. _

SENATOR - DALTON: ~ Okay. = The Public Advocate also
suggested in ther same report -that the Clifford formula for
: ailowing process is outmoded. Okay,hwouid you’agree with,that?
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COMMISSIONER GLUCK: vin discussions ih‘the»Department,
that we have had, we have said that Qe’think that it should be
changed. We haven't set down what the change»is going to be
- yet, but we have had discussions about changing it. | |

SENATOR DALTON: I agree. And-- " |
COMMISSIONER GLUCK: And he's sitting on the bench, so
it doesn't make any difference. ' R :

SENATOR DALTON: Okay. But I--

COMMISSIONER GLUCK: Yeah, it is.. |

SENATOﬁ DALTON: And ail of these components. again --
all of these components, again -- have a dollar cost attached
to them. Okay? ' '

COMMISSIONER GLUCK: Absolutely. . |

SENATOR DALTON:‘_ Okay. Senator Connors?

SENATOR CONNORS: In ouf last session we touched upon
- the residual market equalization dharge, and where we are with‘

that'with regard to the JUA. We went over some figures, and
I'11 just spin SOme of them off as I recall them. Roughly 4.5

or 6 million motorist in the sState or automobiles in the State
to be insured; 700,000 of them are not insured or'do-withoutl
insurance; and one and a half million of those are in the JUA,
and there's not enough money to cover those one and a half
million motorists and the differential in,it: And right now, -

" we've been warned -- warned -- by the industry that this is a

ticking time bomb, that it right now represents a cost to all
of the motorists in the State who are insured of about $75 tov‘
$79, and will escalate to about $150 within the next few years.
. COMMISSIONER GLUCK: Okay., 1 Know you had testimony

from Prudential last session to that effect,

SENATOR CONNORS: Yes. | _

COMMISSIONER GLUCK: I'm going to answer two ways.
One is that I hope you will have us back to talk about the JUA,
and I'm going to -ask, and I've already spoken to the Senator
who‘Chaifs this Committee that we talk about it behind closed
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- doors. To be candid, Wevare beingueued and we can't dlscuss

everythlng in publlc with regard to the JUA :
_ . With regard to the RMEC, Senator, I can only te11 you
that when you have recommendatlons for a RMEC, they run from

~ $150 to . $130 .to  $99 »tov,zero dollars, to assess “the

' pollcyholders from the State of New .Jersey for flgures that~’
 nobody's quite sure ‘what's g01ng to make them whole.»or if any
of that is needed, or if zero is too little, or whatever. We

~ have set out on what we think is a very responsible course of

action to find out’eVerYthing that we can about the reserving,
the way the JUA is reserving, about servioing carriers, what
they're doing or not doing. It's a very compllcated problem.
I would expect the Department to have their arms wrapped around
that problem by this summer. We have a lot of experts and
consultants working on it.n as 'well as our own financial
~examination teams in there. R |

When we come to you as a Department if.in fact'a-RHEC
is needed we want to know what we're talklng about. We can't:
guesstlmate it. '

- Now, a ticking tlnm bomb is somethlng that ‘I think
that the industry likes to put on it because then they. say
because of that ticking time bomb . they ' just 'can't write-
~automobile insurance in the State of New Jersey. I happen to’
think that they have a concern, because‘they didn't want to be
saddled with whatever that deficit is going to be. But, they
“ know full well that this Department is trying to address that

problem, and they know full well that within the next few
months we will have it addressed. ’ y

I don't think it's a ticking time bomb. I think it's
a problem“that we have to get our facts about; and then we have
to have the'courage to face. And we will. _ .

SENATOR CONNORS: Comm1531oner, the gueStion was not
put forth as one that was blaming the--

‘COMMISSIONER GLUCK: No, I know.
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SENATOR CONNORS: ——InsurancevCohmissioner. .

COMMISSIONER GLUCK: I understand that. But what I'm
saying to you is, don't let that expression of a ticking time
bomb' become involved 1in these-- It is part . of these
deliberations of overall cost, but what I am saying to you -is
it is going to be resolved. And I think there are many times
that the industry has used the JUA as an excuse.

SENATOR CONNORS: Well, I remember this, that it was
the Legislature that passed legislatioh, because—- ' '

COMMISSIONER GLUCK: Yeah. :

SENATOR CONNORS : So, if there's any fault that; in
this matter, it's the Legislature that did it by passing the
bill. | | | - |

COMMISSIONER GLUCK: It's better than ,the assigned
. risk, Senator. ‘ o . o
| SENATOR CONNORS: Okay. o -

- COMMISSIONER GLUCK: And it;s got a lot of potential.

'SENATOR CONNORS: That's not my question. My question
was, ihitially, are those(figures right? ;

COMMISSIONER GLUCK: We don't know.

SENATOR CONNORS: You don't know? |

COMMISSIONER GLUCK: No, that's why we won't assess
the people of this State. | ’ '

SENATOR CONNORS: Well, why would the . insurance
company's actuary -- Prudential's actuary:'the top actuary --
‘know that, and our actuary not know it? I don't mean that in a
bad way. | | | f

COMMISSIONER GLUCK: Because there are ways-- There
are different methods of éccounting: standard aCcounting
procedures, gap accounting. By their own admission, if you use
one accounting method the asséssment was $150 a car, and if you
dsed_another accounting method, the assessment was $99 a car.
Now that's a hell of a difference for the consumer. So, what
we'revdqing is we hired a consultant to go in and look at the
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reéefving process; you know, maybe.they're right, maybe they're-
close to right, maybe they're not close to right, all-right.
And, are financially--- - | ' '

. SENATOR CONNORS: Either way, whether it's $150 or
$99, it's still terrible. | | .

' COMMISSIONER GLUCK: 'But we don't know what we're
 talking-- | - o |
SENATOR CONNORS : Even 1f it's $50 it's terrlble, or
$25 in the residual market equallzatlon charge, because it's
- apparent that the system is not work1ng That really is the
 heart of the question. _ ‘ ,

- COMMISSIONER GLUCK: Well, I don't think that that's
the case. | | _ | -
| ‘ DEPUTY COMM. JACKSON: Once again, Senator, I think
we'd be better off discussing this topic behind closed doors,

 because it depends upon what you mean by the system and in what
v'way is it not working. The fact is, the industry talked about
‘a subsidy, and in every state in this nation there's a residual
‘market-- '

' SENATOR JACKMAN: They cry on the wéy to the bankg

DEPUTY COMM. JACKSON: --and there's a sﬁbsidy on the
vvoluntaryrmarket side for all of those residual markets. The
question is-- The[ the, the-- The question is what type of
system’do'you'have - and whether -- and why do you have that

"system,-and whether or not you want to stay with that system.
But the reality is, regardlessvof what system you have, there's
going to be a subsidy in it.

SENATOR CONNORS: It just doesn't seem right to me.

DEPUTY COMM. JACKSON: And the question is, what is
~gding to be the amount of the subsidy, and whether or not that
subsidy is justified. )
o SENATOR CONNORS: It Just doesn't seem rlght to me for
the 1aw ab1d1ng c1tlzen who buys automobile insurance in thls'
State, pays a very very high premium for that automobile

54



insurance, has to purchase through that automoblle 1nsurance
and finance the underinsured and the unlnsured motorlsts
‘liability fund for the -- because the State's responsibilty to
make sure that all of'the motorists drive with insurance, but
wefhaue 700,000 of them are running'around without‘insurance——

SENATOR JACKMAN: What's the answer to get the 700,0007?
_ SENATOR CONNORS : That there's a million and a half
drivers that are in the JUA out of the probably 4 million
drivers that are-- That's terrible. I think those statistics
are just awful. So, the motorist who's insured gets waxed
several.different-waYs; So, one thing is the underinsured and
underinsured'mptorists'liability fund he's paying so that when
he gets run into by somebody who doesn't have insurance, he
gets protected that way. .

'SENATOR JACKMAN: Do what--

SENATOR CONNORS: Then he turns around and the
" residual market equalization charge, because the guy who would
" have been an assigned risk'is no longer in the assigned risk,
he's»got to pay for that, if he--

DEPUTY COMM. JACKSON: But Senator, that's a—; 
Senator-- ‘ | '
SENATOR CONNORS : There's not enough money to do, to
have the bad drivers paid-- | ‘ n
| SENATOR  DALTON: There's a question in here,

somewhere. (laughter) , v

DEPUTY COMM. JACKSON: Can 1 say one thing? I know
there's a question there”somewhere. The'problem'is, Senator,
that's a problem in every State, regardless of the siée.of the
residual market. You're talking about the uninsured drivers,
the uninsured motorists and the cost. I submit to you that in
New Jersey, the motorists they are better in this State, with
respect to:that prdblem, than most every other State.

Right now, the amount that a motorist in New Jersey

pays for the uninsured driver or motorist is somewhere in the
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~area ofsabouf‘$25. It may be less than that. »Ih‘somefStates
it is in. the hundreds of dollars. I mean, that's not a problem
-~ that's not' a problem-- That' not a residual ‘market -
problem, -that's_ka problem :of ‘compelling‘ the purchase er-
: insuiance. S ,i’v_ et T v
| 'SENATOR CONNORS: Well then, maybe we shouldn't have
compulsory insu:ance; " o S ’
~ COMMISSIONER GLUCK: That's public policy.

SENATOR CONNORS: And let people buy what they want to
buy, andv.thosé pedple ‘who don't want fo‘_buy anything; the
person who wants to be insu:ed~cankpiotect himself both waYs,
because he's doing that now -- it?s what he's doing right now
in the state -- for one —- or rather 15% or 17% of the State's
running around with no insurance. |

DEPUTY COMM. JACKSON: Yeah, but Senator-- v

SENATOR CONNORS Despite the factathat we got a law .

"that says you have to buy 1t _ _ ‘
] . DEPUTY COMM. JACKSON: But then_ydu're going fto have
another problem, 'because then‘>ydu're going to have to take
"fﬁnas out of the general'treasﬁry'to pay for all the awards to -
fhe State' who are injured in automobile~ accidents because
motorists have no insurance. | -

SENATOR JACKMAN: That's right, and you have about 5
million-- | o '

' SENATOR DALTON What 1I'4d llke to do now, is we have
about three minutes left, Senator Lynch hasn't asked -- posed
-- any questlons yet, and I1'd like to give him that opportunity.

‘ SENATOR LYNCH: I just want to follow up on this 1last
discussion. ,Ahd I don't know whether you call it a ticking
time bomb, I don't kndw whether or not YOu have to, you know,
every state has some‘form’of‘subsidy for the residual market.

DEPvTY COMM. JACKSON:' I didn't say they have to, they
do. -

- 56



SENATOR LYNCH:  They do. But you indicated before
that it doesn't make any difference as to the percentage of
those in the residual market. Well, it seems clear to me that
where  you have a situation in New Jersey and 45% of your
insureds are in the residual market, and the system we have
fostered gives us every reason to expect that the trend is
going to continue upward; and soon we're going to have one
insured in the residual market' for every insured in the
voluntary market, that that is very significant when you're
talking about subsidies. Because it's one thing for three
motorists in the voluntary market to subsidize one motorist in
the_residual market, and it's a whole différent thing for one
motorist to be subsidizing another motorist on a one-for-one
basis. ” b' B
‘ _ Now, I don't know whether you call that a ticking time
bomb, but if you 1look at the cur&e, it's going all the‘wrong
ways, and ultimatély, that's going to come back to haunt us.
Now, - there's nothing in the system'now -- 1 should say. maYbe
'there's everything in the system now, to literally push peop1e
into the residual market. '

COMMISSIONER GLUCK: You're>right.

SENATOR LYNCH: And there's everything in the system
now for people who are writing -- agents, brokers, what have
you--

COMMISSIONER GLUCK: You're right.

SENATOR LYNCH: --to push people into the residual
market. And there's no reason for anyone to be pulling them
into the voluntary market. And the companies seem to be

glidihg along saying, well that's not too bad either, because
~we're kind of getting the cream of the crop and it's all kind
of working out, but maybe someday we're going to have to pay
the piper. It may not be a ticking time bomb, but there is
another descfiption for it. I'm not sure what it is, but 1I
know we've got to get into it. '
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COMMISSIONER GLUCK' Well you're right, 'and 1 Cah
_assure you we' re trying-- We're coming up with a depopulation
",plan to try and depopulate the JUA. - We have a ;moblem with
what has been called unearned commissions" That was in the
law. We can get into that when we talk about the JUA. The
i’_tlcklng time bomb that was referred to was the def1c1t that was
.expressed supposedly that ex1sts 1n the JUA. And, what ther
companies want is to have a11 ‘of the money up front so they can
'put it somewhere and collect 1nterest on it. ' _
‘ SENATOR LYNCH: But what I'm suggesting 1s 1t may not
be a tickihg time ‘bomb, but if it does come down and that
window - does close, who's going to pay for it? Not three
motorists to one, one-for-one. , | v
COMMISSIONER GLUCK: You're right, and that's why
we've got to depopulate. You re~absolutely right. , o
- DEPUTY COMM. JACKSON: "All motorists pay for it. But
'You?have,to understand'somethingf—i Well, maybe we -- as ‘1 said
once- before -- ‘'we'd be better behind closed doors. The
.question, you know, the question of residualvmarket is not the
size of it is a problem but the public policy question is one
of equity to the motorists who " are compelled to buy the
'product. And at what price should they become—— ;
SENATOR LYNCH: Compelled is the_right word. _Why are
“they being compelled to be in the residual market? Why are 45%
of our motorists in the residual market in New Jersey,  and not
nowhere close anywhere'else?
 COMMISSIONER GLUCK: -I'1l1 tell'you why.
DEPUTY COMM. JACKSON: But it also depends on how you
define -- one defines -~ residual market. _ |
_ SENATOR CONNORS: Because insurance companies‘ don't
want to. ‘ -
| "SENATOR JACKMAN .1 defended for you before, with that
- young boy who comes out of Newark and the guy lives in
Saddlebrook. That's’the frightening part. You know that's the
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answer. I mean, if you're going to -- if we're going to
stop-- We call a spade a spade. With me, 1 1look at the
subject matter. When that young kid comes to me and lives in
Jersey City, and he's got a bill for $725, and he's going to
college and he happens to meet his friend who gémes from
saddlebrook, and he's paying $495, it don't make sense. ' It
don't make sense. And how do'yoﬁ try to answer that to these
kids? o
' Now, I'm not coming back and saying you're at fault,
but somebody's got to be given some answers. Because he's
black and he lives in Newark, and he drives'a car better than
the kid in Saddlebrook, don't make any difference. That's the
part that I don't like.' And I want some answers for that.

SENATOR DALTON: Senator Zane has the final set of
questions  today. 1 swear. (laughter) You don't have  any
questions? (laughter) - -

SENATOR ZANE: I diqd. (laughter) I still do.

I think you -- it was in a general discussion, but 1
~think you indicated that you felt that one of the problems in
New Jersey, and it was in part some questions, I think from
Senator Russo, and you said one of the problems that we have is
that people in this State really do not want less coverage. .Is_
that-- | |

COMMISSIONER GLUCK: I don't think that's true.

SENATOR ZANE: You don't? You think they do?

COMMISSIONER GLUCK: I think that if ﬁhey could reduce
their automobile insurance costs, that they would opt for 1less
coverage. And 1 hope to be able to support that belief, and if
I'm wrong it will be fairly obvious. We did some marketing
research. We went out and telephoned people _that we had
telephoned once before, and we will have the results of that
very.soon, and I will make that available to you.

' SENATOR ZANE: Deputy Commissioner, I think you
differed on that. Didn't you express your thoughts that you
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- felt one of the problems 1s the people of thls State do not
want less coverage? : _ , - :
DEPUTY  COMM. JACKSON: Well, I d1d say that but 1
believe that- that's probably true 1n one area, and that's the
bodily 1n3ury area. There's a problem.f People want to have
their ‘medical bills pa1d but they aiso want the ability to sue
people. , "p o D
SENATOR - ZANE: “'What~ you're saying  is then,; in the
bodily 1nJury area, they do not want less ‘coverage? |
_ DEPUTY COMM. . JACKSON: I thlnk that 1 would_ not
describe ;it ‘that way. I thlnk that what they want »is the
’ability to’sue'forpwhat they believe is a’wrong done to them.
SENATOR ZANE: And in a broad sense of terms, isn't it
true that with verbal threshold, an, insured would, in fect,
have less coverage? ' , | :
. DEPUTY COMM. JACKSON: Well, their ability to sue
would be restricted. = |
‘ | SENATOR ZANE' - So, that would be contrary to what you
personally happen to th1nk the average motorlst wants Isn't
that correct? } ‘
DEPUTY COMM "JACKSON: Yes.
SENATOR ZANE: Okay. _ :
DEPUTY COMM. JACKSON: But ‘I think government has a
‘dlfferent respon51b111ty ‘
SENATOR ZANE: I understand. 7 . ‘
COMMISSIONER GLUCK: I happen to think that the
average consumer would take that. Would take the restriction
on their right to sue, would even take a restriction on the

medical coverage bill -- less, of course. , :
' ‘_ SENATOR ZANE: Okay. ,Getting to 1less cost -- >and.
hopefully, this will’be'my last question -- there are projected

savings by giving up that additional coverage that they have.
And 1 would imagine, Commissioner, that you were probably
involved in some of those projected savings. ~ The highest
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figure that I have heard batted about is, ;fdr“that‘kless
coverage, an"$80 savings. . Did that figure come from your
Department?
|  COMMISSIONER GLUCK: No.. | |

» SENATOR ZANE: Do you happén to believe’thé«savings
would be $80? o | _ o
| COMMISSIONER GLUCK: I think for the young man in
. Newark, that Senator Jackman was talking about it'S'goiﬁg to
be more than it is for the young man in saddlebrook. And 1
don't know what the average would be.

SENATOR ZANE: You have no idea what the sav1ngs would

be? | o
COMMISSIONER_GLUCK: On average?
SENATOR ZANE: = Yes. | |
COMMISSIONER GLUCK: No, but I would say that that's"
as good a number. I think it would be about 50% of, even

though the companies testified at an Assembly committee hearing

that. it would be about 35%, I think it would range between 45

and 50% Off therbbdilybinjury portion of the premium.

' - SENATOR ZANE: And what's that translate to in dollars?
DEPUTY COMM. JACKSON: On average? o
COMMISSIONER GLUCK: What would that translate to?

We're about 35% Ooff now with the $1700 option, for those who

chose it. What did that translate to? (speaking to Mr.
Jackson) = Well, what would 45 or 50t translate to?
(Commissioner and Mr. Jackson confer at this point)
' SENATOR ZANE: Is someone-- Do you have a number?
MEMBER OR AUDIENCE: No. ' |
SENATOR ZANE{ I think you were-- Weren't you just

suggesting that it's not $90 to $100°?
COMMISSIONER GLUCK: No, I wasn't sure I heard him
right., I was trying to hear what he said.
| SENATOR ZANE: Oh, okay. /
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DEPUTY COMM JACKSON°e 1 belleve the average rate on a
etotal 11m1ts basis is in the nelghborhood of $200. So, if the
average rate ‘on a ‘total 1limits basis is $200, if the
. Commissioner's dlrect 45 to 50% would translate into $90 to
$100. _ - ﬂ ' . - o

SENATOR ZANE: I thought the Commissioner said 35%.

DEPUTY COMM. JACKSON: No, she said-- ‘

, COMMISSIONER GLUCK: It is 35% now for the $1700
“threshold option. | ” ; | .
' DEPUTY COMM. JACKSON: But that's only-- |

COMMISSIONER GLUCK: I think i‘f‘ you went from that,
okay, up to a jverbal threshold, or ftonl $200 to the verbal
threshold, it would be more like 45 to 50%.

DEPUTY COMM. JACKSON: But we're still talking about a .
different 35%. The 35%‘that you get off of the selection for
the $1700 tort threshold now, that 35% credit is only applied-
to the basic 1limit portion of the rate, which is the limits
that- are compelled by the pﬁrchase (word inaudible) 1If you go
to a verbal threshold, the 35% that Allstate testified to, or
the 45 or the 50% that the Commissioner is now. referring to
would come off total rate.

See, in other words, if the average rate is now about
$200, I believe the average basic ‘limits- rate‘ is somewhere
around $100, so the 35% credit translates into about $35.
Where it was on the total limits lbasi‘s, the 35% credit would
translate into $70, on a dollar basis.

SENATOR ZANE: You understand it far better than I
do. Are you suggesting then, that the average savings would be
around $35? _ '

DEPUTY COMM. JACKSON: No, I'm saying the average
savings now, if you select the $1700 tort threshold--

SENATOR ZANE: Yes. |

DEPUTY COMM. JACKSON: --is around $35.

SENATOR ZANE: But on the verbal threshold, what would
it be?
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DEPUTY COMM. JACKSON: Well, if it was 35%;‘ana.dpne
on a total limits basis, it would be $70. | o
SENATOR ZANE: So, $70 1is what you feel 1s probab“y
the sav1ngs? : ’ - : ‘ o
“ DEPUTY COMM. JACKSON: No, that's what Allstate feels
is the savings. ‘ o B S ,
COMMISSIONER GLUCK: And if they feel that's -the
savings, I'm telling you add another 10%. TOkay? " And ifvthey
say it's 20% if you reduce the medical package, it may be more,
but it could also be less. ' ‘
SENATOR ZANE: I have no further questions. ,
SENATOR DALTON: Commissioner, I want to thank you
very much. '
COMMISSIONER GLUCK: Thank you for having us. ‘
SENATOR DALTON: ~Okay. And I know you -- all of you
- have helped us a great deal in trying to solve this problem
'COMMISSIONER GLUCK: We will get to you that
information for you that was asked for. And I hope you'il
invite us back fbr some of the other discussions. All right?
SENATOR DALTON: Okay. Thank you again.

- (HEARING CONCLUDED)
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