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ASSEMBLYMAN MICHAEL r. ADUBATO (CHAIRMAN): Good morning, ladies 
and gentlemen. I would like to proceed as we did yesterday by saluting the 
flag. Would you please all rise and join with us. (audience salutes flag). 

If Commissioner Murphy would please come up to the microphone, we 
would appreciate it. Good morning, Commissioner. 
COMMISSIONER JOSEPH f. MURPHY: Good morning. 

ASSEMBLYMAN ADUBA TO: Thank yot.i for attending the meeting. I 
promise that we will keep our commitment to conclude with your presence being 
necessary here, sir, no later than twelve o'clock. 

COMMISSIONER MURPHY: Thank you. 
ASSEMBLYMAN ADUBATO: And, we will do our best to make it before 

that. Commissioner, yesterday, to try to get a perception of what is happen­
ing-- Before we get into the public hearing, I do have a question. I am a 
little curious that I saw a press release yesterday i$sued by your Department 
about the hearing. I was just wondering if you knew.when that press release 
was writ ten. I'm sorry; I apologize, sir. It was not yesterday, I was 
corrected by staff. I I m talking about Monday's hearing. After Monday's 
hearing, I got ah official copy of a press release here that was issued by 
your Department, and I will rephrase the que~tion. Could you tell me when 
that press release was written? 

COMMISSIONER MURPHY: I assume that is the press release which is. 
based upon the statement I submitted to your Committee. May I refresh myself 
by looking at that press release? 
' . . ASSEMBLYMAN ADUBA TO: Yes, sir, absolutely. Does Mr. Hooper have a 

copy of that statement with him? Maybe he can help you. I think he wrote 
it. 

release? 
COMMISSIONER MURPHY: Tom, do you remember when we wrote that press 

MR. HOOPER: Friday, I think. 
COMMISSIONER MURPHY: Friday. 

r., ASSEMBLYMAN ADUBATO: Okay, so the press release on Monday's hear­
ing was written on Friday dealing with your comments, your statement? 

COMMISSIONER MURPHY: Do you have a copy of it? Tom, do you have 
one? Actually, I assume it was based. on my statement. That is my recollec-,. 
tion of it. lf you let me see it, I can tell better. . . 

ASSEMBLYMAN ADUBA TO: Certainly, sir. (witness. unable to 'locate 
copy 6f press release) Well, that's all right. When Tom finds it, we will 
get back to it~ rather than get hung up by that. But, we would appreciate 
it, Mr. Hooper, if sometime during the course of the day you would provide 
the Commissioner with a copy of that press release, hopefully be~ore twelve 
o'clock. 

Getting back to the substance of yesterday's hearing, we left off--,. 
COMMISSIONER MURPHY: You mean Monday's hearing. 
ASSEMBLYMAN ADUBA TO: Thank you for the correction, Mr. 

Commissioner. It seems like I n~ver leave here. Even when I'm sleeping, I'm 
still here. However, after Monday's hearing, ~e left off, sir, discussing 
the $1,500 threshold, and discussing an article that appeared in a magazine 
-- in an interview granted by you to a magazine called New Jersey Success, in 
an article written by a young lady named Lisa Guide. In that article, · I 
pointed out to you, Commissioner, that you were quoted as saying that if the 
$1,500 threshold could be used as an example of the growth of the CPI as it 
relates to how it started at $200 today, your support for the $1,500 
threshold, more or less, could be based on the fact that if we used the CPI 
when. we implemented the $200 threshold according to this quote, in this 
magazine, you said it would be $1,500. 
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No•w, when you were asked that,. you said "no/' th.at was not what you 
$~Jd~ Vp.tJ :said•Jhat you had addecl some things th\3t the reporter did not put 
1111 the !:jrticle .. \ . . . . · 

CiOMMffSSIONER MURPHY; . That is correct. 
AliiSEMaL¥NAN · ADUBATO: However., the repo:rter insists until thi.s 

dfi),i;-.,. I :dQ:n 't'h~!=!nt to . debate that, hecause, certainly, ,we are all hu.man 
1:>~ln.g.s;, ~:hd ,$:he·co!!lldbe. wrong; or you could be wrong. I don't think that. is 
;t.mport~nt. Wha;t i.s important, is that you said that that is not the ,case 
w:ith the CPJ, t~at you meant, you originally $aid, you were talking about the 
ilte~Hth, medloaJ1 and physical portion of the CPI, and you repeated that, 
aecotdin.g t:o th~ tapes, three times.. . · 

CDMMI$SIONIEH MURPHY: Yes, I think we corrected it toward the end. 

t 
t 

,apply t,o 

A5$E:M§LYMAN ADUBATO: I corrected it, I think. 
CO:MMI:$SIONER MURPHY: You were correct. 
ASS'EM~LYMAN ADUBATO: I think I challenge you on that, sir. 

. t:OMMJ~SIJJNER ~tJRPHY: You were correct. Physical damag.e did not 
1t,. ;· 

ASSEM$LYMAN ADUBATO: Well, I am just stating facts. 
'O(lMMISSIONER MURPHY: I agree .. 
A$S~M8LYMAN AOUBATD: Thank you, sir• So, the Commissioner., .after 

sayih.g that the,:;,physica.l damc1ge portion of the premium was involved, agreed 
that he was wr.0ng-~ 

'COMMISSIONER MURPHY: 1 (interrupting) I did not agree that I was 
·r1t-Pn.g'.; [ ag'reed that I misspoke. What is involved here, Mr. Chairman, ·and we 
,went· th.r,ough it a number of times, and I will restate it-- In any dis.cus­
$3:qns I have ha~ about this threshold, and relating it to the -Cost of Living 
Thqex, I <t:i:ave .ijqrmally stipulated that w.e are ref er.I'ing to ithe medical and 
ho!:ipl.'t'c1l P!::tst c¢mponents of the Index 'c!nd, if I mentioned physical damage, I 
m't$$pOke myiselif!;.i We porrected: that record, 

, ASSEMBLYMAN ADUBATO:- I'm sorry, sir. You said, "If I mentioned 
;phyt;liQai diim~g:eJ II :Oo you admit that you--

COMMl$Sl0NER MURPHY: .Of course, I did. This is really getting to 
b~ ,~ po:i.:rit ,wheJ;i~ it-.,. 

AS5EM6LYMAN·ADl:JBATO: 
':COMMTSS IBNER MURPHY: 

Y'i>lil don''t mind.,JMr. Chairman. 

I am just doing this for the record, sir .• 
Let's get on to some substantial matters"'if 

, ASSEMBI,. ¥MAN ADU.BA TO: Commissioner Murphy, I I m sorry tha.t you made 
it,h.eBe hones·t e~;ror,s, and l don't mec1n to be pushy. If anything this Chai,r 
hc1s sa:j.i:I is nt>'~; the truth or the facts as they happened, I would be happy to 
l!i$wen. . ;~ 

COMMlSSJONER .MURPHY: The re1;mrq ,will speak for i ts.e.lf. 
ASSENt~LYMAN A'DUBATll: It does that, sir. Thank ypu.· Moving along, 

Wh:y •¢!:o YOlil Sl;!l}lf:)ort a ll,500 threshold, and where did that number come from? 
'Wh~1 ;5c,tentj_'fi,eHata dJd yoµ use to come up with a $1,500 threshold,? 

. :c0MM1SSIHNER MURPHY.: l support a $1,500 threshold ,.as evidenced in 
i'A..,'1147 heci;iu$e l expect it will return substantial economi!:ls to cut down the 
,,~b:!B't off 'o.or overly 'expensivl:i automobile reparation system.. That is why I am 
'${;!1'!f;l,Of;ttn€J it. As J said in 111y statement,, I cannot quantify exactly the 
.s:a:vi;f'l!£1S tt;~t c,~n be, realized. We are prepared this morning to offer some 
'e'Vi't;ieAce •wiith r:espe-Gt to the potential savings o·f the $1.,500 index threshold, 
as 'mste 'fuHy s;et out in A-:-1747. We will do that directly. 

:Now,, ,yt,.u say., why did I .pick $1, 500? 
ASSEMBLYMAN ADHBATO: Well, I don't think you picked it; I think 

the 'sponsor ,(Diiiked it~ 
COMMISSIONER MURPHY1 
AS;~EMBLYMAN ADUBA TO: 

Well,that's right. 
I .didn I t know you were an Assemblyman. 
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COMMISSIONER MURPHY: 
picked--

ASSEMBLYMAN ADUBA TO: 

Well, I'm not. 

No, no, sir. 

You asked me why it was 

I asked you, "Why are you 
supporting it?" sir. 

COMMISSIONER MURPHY: Well, I've answered that question, because we 
feel that this will--

ASSEMBLYMAN ADUBATO: Sir, excuse me, I heard your answer. May I 
continue? 

COMMISSIONER MURPHY: Sure. 
ASSEMBLYMAN ADUBATO: The sponsor's statement -- the sponsor is an 

. elected official of this State by the name of Dean Gallo -- said, "There is 
nothing special about it." He conceded he llcould.have made it a thousand, or 
two thousand, or any amount." He said he "arrived at $1,500 as a realistic 
and fair amount for a compromise," as reported on April 24, 1983 in the 
Asbury Park Press. Now, that is the sponsor's statement. This Committee is 
interested in your ideas about what a $1,500 threshold will do, or will not 
do, and we would ask you to put them in writing. We dQ not have time right 
now to go through all that. But, we will respect fully ask you to submit a 
written stat~ment, if you have one, as you were asked to prepare when you 
came here, sir. 

COMMISSIONER MURPHY: I did prepare a statement, sir, and if you 
will read it y~u will see what it said. . 

ASSEMBLYMAN ADUBATO: Oh, I know what your written statement says 
here. 

COMMI~SIONER MURPHY: Yes, sir, and I am prepared this morning, as 
. I stated before, to have one of our expert witnesses get on here and give you 
an opinion. 

forward? 

twelve. 

ASSEMBLYMAN ADUBATO: 
We'll take the time. 
COMMISSIONER MURPHY: 
ASSEMBLYMAN ADUBATO: 

Terrific. Would you please bring him 

Fine. 
Maybe· we' 11 stay here until five, instead of 

COMMISSIONER MURPHY: Fine, we'will. 
ASSEMBLYMANADUBATO: That's great; I'm glad to hear that. Wduld 

you please bring your witness forward, sir? 
COMMISSIONER MURPHY: Do you want to do it now? 
ASSEMBLYMAN ADUBATO: Absolutely, this moment. (Commissioner 

.Murphy calls up a member of his staff) Would you please identify yourself, 
sir? 
W A R R E N C O O P E R: My name is Warren Cooper; I am Chief Actuary of 
Property and Liability for the Insurance Department of the State of New 
Jersey. 

ASSEMBLYMAN ADUBATO: Mr. Cooper, before you make your statement, 
sinde we have the opportunity of your expertise here this morning, I wonder 
if you would mind helping us on this Committee? If the CPI were adjusted in 
the threshold of $200 when it was implemented in 1973, passed in 1972, what 
would that threshold be today? 

MR. COOPER: I cannot render an opinion on that, since I do not 
have the figures ·in front of me, nor am I acquainted directly with those 
figures. 

ASSEMBLYMAN ADUBATO: You do not know what the CPI--
MR. COOPER: (interrupting) I do not have it memorized, no. 
ASSEMBLYMAN ADUBATO: Well, can you tell me where the Commissioner 

got his figures from? Are you not the Chief Actuary for the State of New 
Jersey, and do you not report to the Commissioner of Insurance on actuarial 
data and expertise? 

MR. COOPER: I do. 
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~:~:~E:f'4~,l;,'Y(M,AN AD,L!Bh\TO:: AH r:ign.t, Do you hs!Ye s!OX ~npw,h~dg,e. of 
W;ti1,eJ?e, tm~j Gqmntt!irs.tqrneT gqt b.i:s ft;1cts from? 

. Mil,. D~QJ?E:R.;; I do nqt. 
~~$[M~~¥MAN J,l.QUf?A}Q; Q.tct yq1.1 give him those f~ets,i 
ttiR;,: kR)J:lP!L:R:. No~ slr, I qJq not. 
Ai~lsME3J:., ¥M~N A!D,.U,!3ATQ; Comm:issJqner, wou.J,q yqy ti{P: 9s whei·e yq4, 9,qt. 

¥•Cl!~:¥ flil9t.ij. ftiQJl!i~, fil:+!;11.iSe'? .. 
, COJ4Ml,~,$.lONER MURPHY; Yqq know, I m.entiq17eq l?,efore. thElt I WOY.W 

li.~~1 t@, «Jiet 0,1f to somet.hJ.ng 1:1ubst13nt.t1:1.1, .. Wh13,t rqu, !3,f:?p.1.ireritly 1we tt;111dng 
9Q~,y,t :is 8- refeten.ce m13de .tnJ:1 1JJqg1:1J:ine, in which I s13Jc,t thElt :if we two 4sed 
th~ Jl'IJ~,q4,l/iEl1", . i:Mx r!iicq:qectign qf. WhElt l ~13.!9 :is,. if we 4.sec!, the rned:icEl1 t;1nd 
!ryq~p,~tiill ~qmw,onir1;t$ qf the CPI, th!=lt. $200. WQtJ1d be 11.Imost $.1, SQQ tqdEly, H I 
s.il:\j,~, \hijt ,, th.Eltj; j,s gener13,ll.y wl'IE1.t I intenc:ted to say. · · · · .· · · · .. 

·NQth )t <;l@n't reaHY s,ee the bea:r.tn9 qf this, qn. Q.lJl' ~y.bj,ePt, J; 
w,Q~f:l' t. YJijJn,g tlrE\t fq:,; any prqpat.t ve value. I support the $1, !?QO threshold 
!li1cl.e~~li1l.Q8•ntJ'y . o;f that~- .• . . 

A~,$.i;:Mll YMAN AQU,~ATQ; CQmm.i,s,siorier7, wi,ll yew a+lo,w this, Committee 
~(), hQld -its, p.ql;l.~i@ hearing in the (Jl'Q9eiH~ WI:? c:letermine E\Od nqt yo.q, plegs,El? 

' C:QMMf$SlON.ER MUfWHY; Certainly.. . . 
A,$.$~M~l YMAN, ADU~ATO; l thirik we a,:re asking yqu a f!3ir question, . 

~11\dJ y~tt !'lS. a p.4~Ji,~ servant h;;i,ve 1:1,n obli~!;lt:iOn. 
COMMlij$lQNER MURPHY; l 've answered, the q1,.1es,t,iqn, 
AS.$~Mll3.LYM6\tf APUE3ATO: I wHl rl:lpe1:1t it again, sir'\ · Where did ygq 

1e t yo,1,q.· d.:at; a? + 
COMMLSSlONER MURPHY: I hijve nq data~ 
A$,$kMi£Vi1iN. APUl}Ai.O; Yoy have no qeita? 
CQMl;,t,l~.~IQN.~R MURPHY:. .1 jq§t m1;1,.c:le 1:1. pro.Jeqti,on i,n eqnyers,.atiqr:i, bvt 

t.."11,§1 g~e,ijn't: re~Uy b.ear qn what we E\re t1;1lkirig abput toc:l~Y~ ·.· .· ... ·. · 
AJi$EM~l-YM:AN AQlJ.B.AlQ.; Exq.us.e me, . da.es . any A.i:lsem.t>Iyma11 have, a 

f3Lte,sU9lil ~!ilg,ut . what the . Conim.issli.oner jus..t said? As.semblymJuJ l(q,~190, c:!q you. 
'!:l~\H~ ~:n:~ qµe§l!i:mlil agoyJ:; where t.hE:! C\l.llJlt:nAsstoner gels his q.~ta f+1Jm? 

ASS:~MIBLYM/i\N KO$,CQ; 1 think he answ,e.req; he saic! he f:loes n.ot ht;1ve ' 
fl.If};~ ~,ata Q:n that pai;-t.li.qvlar ls.su.e~ . 

l:\§,$;fJff~-l-YMlVi APU~ATO; . Are yoµ wiHing. to acqept t.he f.13,pt, that the 
(C~;111m1t$,SJ~l'l,ef h~:~: the. inst.ant. wis.c:l.o..m ta throw o.ut a Jig.ure qf $t, 5,0Q and not 
ti&:i6e t.he :i;e~l)lO!Jl'~JbiUty, to S.Llpport it ..,...,. without any fa9tqal c:l,ata? 

A$.$J;t·:l~l,,¥MAN Kfl:$.QQ; Yqµ 'rfi:! c3Slidng me th.e que1:1tion, dc0 I a.ccrnpt 
-·,.: 

A!3;~~Mfl3.~YMAN A;IJU~ATO; Ylils, sir, l 'm as.kin9 yo.q a qy,estion. 
· A$$E:Ml!,c¥M.AN K0SJ}Q: I would !;>ElY,, fro.rn the stanclp,oint. of a. per1:1.on ifl 

i;oy :!(l;~R f'i~l~·; if 1?,q:111eoo.e as.kec:I ri:1e .. ~ 1;tMest.to11. off th,El tpp. pf hi,s heiac:!,. a,r1q 
f,i§~~q f(lEl. A::@. ro.a!{~ an opini.qn g,r1 it~ ianq l gJye the qpi11.t9.r1, th,at i.$ roy Qt;>.i.qig,n 
1~ ·~• ,~,lf'.lQ.\'<tElt';l'S,.El,,~b:¼1} per~,f:)ll rathEl:r th0;n wh;at yoµ wquJd e,eiU ar::i El~p,ert ..,,..,. .til 
1iS"Q:w:l11Id,g~a~J'El · ~~,r,1:19111 """I' ar:19. I "',o.w'.lq aocElpt tnaJ: th,ei:t is ,:thEl cpntexct in whi~h 
the· Qq,m~ts,$i,g~~;r .. gave ·.:the .. ans,wei,:-· l9. that g1,,1estior;1 w,h,en. a.1:1ke,d .tt• .I·. c!.o not 
kno,\?! ·th@:. :r~~§Qfl. y,1,h:Y l,he a1JttJary W©M~dn' t. ha.v.e s1:.1\Jstsintial inf9:rrnaJ:.i.9.n tq ~~lc!k 
·Ylll. •··!¼, $1,,.i~J), qf, a. $l:>:OQ, or a $,,~ ,E)00 th:resho.ld~ l:hJ;1t sh~1v;t!d t:>e so.r!l,@,:thi,ng tl3:at 
~Q\;.tlsf ;~,El l@ th~ rea],«i gf ,,.,,. f}hqylc:l !:lave peen handle@ t:hro,qg,tl · :thEl acty~ry '~ 
piffi,@e:, 13,\J,t~ fhave n .. Q ob,j19p,tiqn :tg the CQmn)isslo.n?r m.aking a s;ta,tle.rneri,t tht;1t 
t1t.e. b!;l.Hev•ei;3, is ;porre.ct, b~l:led on . hi~.· kn9wle0ge o.f · the in@,!'1isitry. 

l$$:E'.M8~¥'Mi!.N AOU8ATQ: ¥91,r knpw~ this is a p.L1bJic fqr1,1rn,, <;1.nd. I 
.cannti:t accept the ri1ct that ·a .1/!.~rson w.t:i.o i$ ~harg.ect with :th,e ,respon1:1:i;bi;J.ity, 
amgrn9 .. · other 't~ingS, of p:pq.t.ecliog the people's intere1:1t, wqyld lc11,we the 
audacity to mf;i,~e a. statf;}111ent that he has no facts to eqpp.ort wha .. t h.e hgs 
dQHe~ . His Ohi;hf Actqary admits thgt he qid nqt give him· that infor:~t;1tiqn .• 
The Chief Ac.:tq~ry admH:s thl3t he go.esn' t know; he h!:is never taken the time 
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to st~dy it. I think it is sad, very, very sad, for the periple, for the 
seven and a half million people of 'this State. Really, Assemblyman Kosco, it 
shoulp not make me angry, it is too blatantly wrong for me to be angry. I'ni 
sad; I'm very, very sad • 

. Commissioner, I have no questions of you. You are allowed to sit 
there. You are allowed to make any statement you want. You are allowed to 
discuss anything you want, but this Chair refuses to accept your response as 
being.responsible. But, I .will listen to anything you have to say. · 

COMMISSIONER MURPHY: Well, to put this· matter to rest, what you 
are talking about is an offhand estimate I made.in connection. with an inter­
view in a magazine. The number I took was $1,500; and I said'that basically 
the $200, if it were adjusted over the years on the basis of the medical/ 
hospital cost·. components. of the CPI, would probablr approximate $1,500~ 
Whether that statement is right or wrong, I submit it really has no relevance 
to whether $1,500 is going to have a substantial savings impact on the 
motorists of the State of New Jersey. Now, why the focus.- on this kind of 
nonsense, as I must put it, sir-- I can think of nothing else but a red 
herring. You do not want to get to the substance Of this matter; you want to 
talk about periphery, which really is incidental, and that is ~11 I have to 

·say •. 
ASSEMBLYMAN AOUBATO: Mr. Cooper, would you like to say anything? 

We'll listen to anything you have to say, sir. . . 

threshold? 
MR.·. COOPER: Do you want the projections we have on the $1,500 

AS?EMBLYMAN ADUBATO: Sir, the one thing that was stated here today 
was that the facts speak for themselves. I think that this hearing was 
called.to gather information. When the Commissioner of Insurance refuses to' 
give that iflformation, when he issues· a pres~ release·on a hearing that did 
not t_ake place and writes it two days before the hearing begins--. . Ttwse 
things speak for themselves. When we have a change that is going to increase 
the rates . for senio~ citizens, and ·the Commissioner admits knowing about );t 
-- he admits knowing· about it -- and arrogantly sits there and say1:1 that :h_e 
has done his job and, in spite of that statement, there is not one shred ·o,f_ 
documentation,· that one press release, one interview.:.:.. · ·' · · · · · · 

. COMMISSIONER MURPHY: ··Mr~ Chairman, if you are goJng. to testify',) .• ·.•·. · .. 
thirik you ought to come down here. ·· · 

ASSEMBLYMAN ADUBA TO: · f' orgi ve me, sir, -- . 
COMMISSIONER MURPHY: {interrupting) · You' re testifying~ . 

Produced. 
ASSEMBLYMAN ADUBATO: Si_r, I am reviewing my evidence that yoµ ha:ve 

COMMISSIONER MURPHY: You're testifying. 
ASSEMBLYMAN ADUBATO: - Mr. Commissioner, I will accept your rude­

ness, as it speaks for itself • 
. ASSEMBLYMAN KOSCO: Mr. Chairman, may I ask a question to . try to 

put ~omething into perspective? ' 
ASSEMBLYMAN ADUBATO: Surely, Assemblyman~ 
ASSEMBLYMAN KOSCO: I think that the purpose of hav'ing this hearing 

\'fas to try to accomplish something, rather than lo try to get two people 
. angry with eachother who are supposed to be working together •. 

ASSEMBLYMAN ADUBATO: I am not angry; I'm sad.. It is too sad to .be 
angry, and I have to laughr otherwise, I'll cty. . 

. . ASSEMBLYMAN KOSCO: . I think the purpose of this hearing is to try 
to get two people to work in concert who are supposed to work.in concert, and 
this Committee, which is the Insurance Committee, to work in concert with the 
Insurance Commissioner, and that is what I think. w,e are trying to do. · I 
would like to ask a que$tion. 
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A$SEMeL YMAN ADH6AlO: forgive., rne for interrupting you, Assf;lmblyme1n 
...... hole it. H~l;~ it. Iill1Sli11 running this meeting. 

·ASSEM~LYMAN KOStO: Well, I want to ask a question. 

./" 

ASS[MB,tYMAN ADUBATQ; Hold it; I said hold it. Assemblyman Kosco, 
aof 1 to . take 'that staternE)nt to. mean. that you are satisfied with the· 
Ct:fmmis$iiJnet's ~~sponse. to the q1:1estion of where he got his faotue1l diata? 

. ASSEMl:1LYMAN KOSCO:,.· No. . 
.i ASSEMal YMAN AbUBAlD: . [)id you say no, you are not s.atisfied with 

hiss answer? · :· · · · 
·, AS·SEMIJLYMAN KOSCO: I 

ASSifM~LYMAN AD:tJBAlO: 
am not satisfied with his answer. 
Thank you, sir.. We wUl continµ.e; you hav.e 

the fio@r. . 
~ C ·A:S:5'.[1Mtl'.Y;MA'N :K'.OSiCtl: Tih·a·t i:.s ,..w·:h·;y l .,.,.$ln·t-e.d t-:o a·.s·k_ :a qu-es-t:l:0:11-, ·:bJ;M~-aµ$.;e 

J'iviantbo \ge't sd~e answers.·. That's the reason f 'm spending th~sf;l qays pf my 
ttf·~ here, 't:o t~ry.to -get_ .. S'Ome answers •.. MY question is --. and my.questipn 
•whtl h~,to o\;Jr• ,~h~.ef 'Actuary,.•· rather than to the Commissioner _.,. if we go to 
fa tl:,'500 •, ~ht'es'h~'lil, what poiilitive ,effect,, or negHti•ve effect, wiH the1t have 
o!t1r ✓ lbne premiums that the people of the Ste1te of New .Jersey pay fpr 
tri,sur1ahba? . fh€!1 ijJUtpos:e of this bearing is to find out what we ,e,an do to 
1'.o,we\r ,t'ffe li·rrs!UJr@tnc:e c•a:sts to the Ipeo.ple of this State, at the sa1ne tiffle 
1p~avhl!furn:g :t:hem ~ith the ,pr,otection U11at fhey need, and that we .say t'h,ey have 
bo lha'\i,e,,. ·· 

I v ,. , · . !~:,/' .. _ .-· ,_ . . - _ _. . , i ."; ~ 1• : ,. , . :, '. • _ ._.. ;' .· -• 

. ·.· . . . 1M0•w,, l:f ,we ;rz,ass a bill-- .. ·W,e're talking about p:as•s.lng J,1;3:ws~ If we 
/pii!i.1s1s Ia law ibh~t 'SJa\ys ,bh:¢ thresho.l d becomes $1, 5.00,., ,wil ll,. that dr:op ,my 
filrn's.Utl,i:'la)n.c\e · '.f'ia\t1e -.~€11iJ.wrn $·,.!(JO.,, $t0.BO,, $20.,00 :or no doll:e1rs., or cost .me :more 
:m0nre;y? · · 

iMlt. t:f@Ptlft: ;w,e hav,e :made ·some very r,ough projeetiorns, and thl.ey a¥,e 
1s.i41:9,jjiaclt 't-10 ;a·ll ;~tme. ;p:av;e,a:ts .tha\t .. such ,pr,o.j,ecU,ons ha,v,e. . . . . .. 

•~'S80~~LMMAfN _,~t)JS:tQ::. . :What do y.ou . mean by "r.0ugh 1p•roJeoti,onf:r?"' \W•.e 
ilila~ie lbie:ern ,;e,Jfi.,sou1~;si,m1i:ij thi,s ,f.or ficve yeaTs,., .an.di there should he mo,:i\e th,ari J1;1sf 

~0~i1cqjh fpiJ1.',0Jjiecit1~/ol)ls, ••.. •·. . . .• • .. . . .. •· .. ·.• · .. · . . ·. •.. ·. •. . . . ·. . . . . . . ·. ·. . ·. . .. . • 
•.. ,• .·• •··· .. •'• .·•· 1MR:·· (CJ(jlQIPtlt,: ,W,e11, first ,of au., Assembl)imarn., . we ,must <take .. into 

{Glii@'s'i,deira:\t:AJ0ffi . \id~)at .,we . tn. :the ffinsur.anc,e nepartment ,do not haMe the kind • ,of 
i'Gl~\t/9 wihii:ch· .. :a?s_ ,n~c1essairf t,m imak1e alll• of .t'hese. pr0Jections :OtJrseJ.Mes.. ,We (3et 
i~'(]J'l)ri'i:e~ab'e ,GJarta ;(ffr.!llm the e:tatistical a:gents ·. tha't · rJ:~p,nesenlt ith.e iC0f(!p>arnie·s .. on 
CC})~T· lm•el\la(l{f .•.. lWet1lc!l'0 ,not (get imaividua1.·_.case ·,estimates,,. which is what is re.ally 
ttireoessa,ry :a:m i@:fiitleir t10 see ·.'Mihl'at the affect.· of a $·1 /~00. 1thr1eshold,, ,or enr 
itf:\tp;·e$1ri01'<l, 'wo.w'il:cf lbe.,. · f\low.eMer , we hav.e Ji>e.en ,given-- · 

. . .. ·.. ;A~S:SEM$13fM.lX~IKt)S'C0;: (j;n,te,r:pqJ:)tingJ Excuse ,me. •Whiat data idi.d yoµ 
,,wsfe lbill tem'me tap 1wiitm ,the mwnibe,r ,t'.ha:t 1tlTe a-vera(j)e ,driw.er'•s :rat,e 1,wpwid imori.ease . 
i$6i~@i?_·.· Wiie· ·wail\/~~sbussed p,ne¥i©(ilS1¥. ;tm.at ,the .r,ate _,was going t.o,--· _·.· .;£ <t!l,iimk. 
':$:6,.:m~ ,wasAth~iai~e;rage. ;;p;a.te, d.im:creas\e.'&S ,:a ,resu1t .. of ,t:m:e 1,egisl~tion \tifaa't N~.~13 
f!i>;aisgef;I,. {08'1!.lf'bdh'tlt ,that •same .da\ba 41te used it;p Jind ,ow:t ,wrna'.t ,w,ouJtd b,apr;iem .,w.ttth 

ttlife ;,il,'n1,itIDID '1ijt;ir,~$ITTO&d'? • i . .. •:. .. .· .· ... • i ; • .· . . . . .· . . .. . . . . . ; •. . .··. 
· .. · ·.•· · 1MR,. 10:~oPER; · .. [No,, :the_·. daha · 1tfaat was .used :to ,k,~y. ,tha:t figure •W;,8lil ;a(;l 

famswe'±, tb@ :a, .. ve,ry ,specific qw~st1on. ]maf ,ql!.Jestoi..on twas, J:orr 'the recor-d,, 'twm.at 
. ,~io0Uta J~ln·e ,aff,F~dt_. :he. ,on ,qmeaRp~o·te•r)riibories .. giMem. ,no ,othe,r .,c.hanges, J;f ,those 

,1ca"~pdlmgs. wretrie,:11fwt ?int0 ,e,xi:stence?II -... Ihe . ;figH1J:e,s ·• •·t:li1e:r;e . w,e•r;e .. ,,a9.11r,e9.ate ,d9t~, 
;a_ga4ri,, ?b'hat · ;we <.used. :We cdi,d not JJs.e .i:i:idi-viduaJ. •ease,s. atM0wey;er., :we 1h~v,e 
"drsO!!lssed ttihe rm~t\t.e,r \wi't:h iridustry iepres.ent8tives "wt;io ;do .rhaMe :.the i1;utl:ividw13J. 
ida\ta !:t)hat W-te ineed,, 1and ,we have been .giMen esttmates :that ·the S:8\dmgs i,n 'the 
,he-dtiJl':y ti,QjtJry iqil!adim ,costS., •with a ;,$1/liOO r.ede'fined thneshoJd--- . iR,erjefimiit:1JQl'l 1 

. 

. a·s •'an ,e,>«t/r;eme:if, d:"rnpor't:ant "thirig to bear in ,mind. 'fhe ci;rot:t ibissw.e a,amgwage 
1.ii:s ,ndt tchang.e'd_;,i There ·wffl ando!!.lt:>te:d:1,y< be no, or ,meglig4b1e , ·savings. :,$0 , 

\Wh'en ;;we 'ibarnk m•(; a \$i1,, 500 threshold, ,we m'iast bear in rnir1d +what the .de,fjm:iti0n · 
ioO:f it!Ma't 1th'l'esho\ld 1is. :tBased ?on that, · ::we ·believe., and ,we •mave some.thi·ng ,of ,e 
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consensus that there would be between 20% and 25% savings in bodily injury 
claim costs. Taking that, we related those--

ASSEMBLYMAN KOSCO: Wait a minute. Let me just back up one 
minute. You say that there would be a 20% to 25% savings in the costs? 

MR. COOPER: In the costs, yes. 
ASSEMBLYMAN KOSCO: In the costs of? 
MR. COOPER: In the costs of bodily injury payments. 
ASSEMBLYMAN KOSCO: Okay. Now, how would that relate to the cost 

of the insurance premium? 
MR. COOPER: All right. We then took that and related it to the 

ISO, which is the bench mark rate for our .State. ISO has 40% of the market; 
another 409a is in the AIP, which is based on ISO rates. The remaining 209a is 
n6t very far from ISO, so going from that basis is not unreasonable. We have 
taken the new ISO rates, and we calculate that, on average, 38% of the dollar 
which is paid by the public· for private passenger automobile, relates to 
bodily injury insurance. 

Working from that then, we can extrapolate, and we feel that it is 
not unreasonable-to expect approximtely a $200 million saving overall, which 
would relate on a policy basis to somewh~re between $45.00 and $53.00. 

ASSEMBLYMAN KOSCO: All right. So, you are estimating that a 
policy, by changing the threshOld to $1,500, would give a saving of, let's 
use the low end, $45.00 per? 

MR. COOPER1 Per policy. 
ASSEMBLYMAN KOSCO: Per policyholder. That is an overall average7 
MR. COOPER: Yes,- that is on average, correct. That would vary, 

obviously, by territory, class, etc. 
ASSEMBLYMAN THOMPSON: Is cost containment built into that 

threshold of $1,500? 
MR. COOPER: I'm sorry, Assemblyman. 
ASSEMBLYMAN THOMPSON: Cost containment like-- For example, one of 

the complaints on this $200 threshold_ ha$ been that often they beat the 
lawyers behind the head, but they never said anything about the doctors. 
Now, do you have any cost containment? 

· · MR. COOPER: Do you mean channels of cost containment other than 
the threshold itself? 

ASSEMBLYMAN THOMPSON: Well, you know, one of the pr6blems of the 
$200 threshold is that three visits to the doctor would make the threshold 
and, from what I have read, I do not see much difference between the $1,500 
threshold and the $200 threshold, when you are dealing with an area /of 
subjectivity as to whether or not a person is still ill or he should still 
see a physician. Using the basic argument, it- is a question between the 
insurance company's doctor who. says, "Go back to work ,II and the private 
physician who says, "Stay home." Now, how do you contain the doctor in this 
threshold? 

MR. COOPER: · All right. Th~re is, also, in A-1747, 
medical fee schedule, which would be promulgated by the-­
handed material from someone on Insurance Department staff) 
me to Just read this for a moment? 

ASSEMBLYMAN THOMPSON: Sure. 

provision·for a 
(Mr. Cooper. is 

Would you allow 

MR. COOPER: (continuing) Assemblyman Thompson, the issue dealing 
with the medical costs is built into A-1747 through the vehicle of a fee 
schedule which would be promulgated by the Commissioner. This would have the 
effect of keeping the costs down to reasonable levels. This has been used in 
New York, and that is the only state where it has been used, to the best of 
my knowledge. There is, in New York, a fee schedule which applies to 
Workers' Compensation, 1'.ind that was read into existence for the New York 
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IY:t!Pi©.@1/!i!l~ tQ.~~$. e.·~ -~eH ~ - _ Aoc11u·,<:linq to _ the New. 'fo:i;-~ De,pa!r-t:!llent,,. :i;n the 
i~";fil,J''~~t-lli>Jfi\!\l tt\e;t we. hav-e h.(a_d wcith Jhe.m,. this ha.s help,ed tq cont&il/1 c;as;\s tn 
th~ ~"t~ !!!f~,11h · llh1~:J;'li? i~ no, q,tJ,anti fie:ation to b,e r;n~_Q.e'. Cl,f this al thi$ p9.tnt .• 
f\ i~ tQ/9' ~ij~ Jn ~~~ ~q:i;k,, aact h,e:ire-, ijQtil w,e s;e,e, ~hat a s,qhe,dt1,le is,, we 
¢Q4sllitlil,1'~ b;~~in ttfi), ~a,,>:, Mo,V't IJlUeh · tha,t, ..,ou;ld a~ve. Buti ~m the face o,f' it,; it 
,t\~l;l!Jq ~t, te~~t S;t~b..Hhe c-o,sta arid not let them: get indiv,Jd:qall)f q1:1;t a.f 
~.ll\(!Jj~ _ tt . . . 

t.\S..!i~t:,1,f3t Vr:M,J,\N KOSE:tl:;. May l ask a question? 
AS;SE:111tfl,L 'f/~AN AQU~:.4\1!0~ Ga, right ahead,, Assembl¥111B:n ~osco., _ 
~~$fM,8;1!.. YMAN IKHSCO~ Tw,0, n;uOJ~era a:r-e in. e0,.nflkt. The vn,.i,r!Jbe-f that 

\In:~ ~Pt~i;1;~~1~- Yi~jq, the otb:ElF da,}f w,hen: discu,ssing ho:dily inj-Hry Wi8$ io~6~ _- lihe 
~~~IFF: )fO·t!i jy;~t;;i lls,ed w,as 38;~6 thli!:t yqq based: your $45,,00: tn $5J~_O,Q sav,,iog;s p·e,F 
l?:©tlt~y.ti;9,~q:e,,j, ~~~. _ Are• ~,e q,s,tng, differef!i~ numbers and diiffe:i;ent nQoMo<~eping, 
@:'fil'..Q d;~ ff!;j,:f·e.o;t P11,'0;ce-9ses t~ cpm:e to, a nu.mpe:i:r t,·l:iat w,e, ~ant to,..-,,, A.re, w,e, IQ.aoki,ng, 
i11rl:t~ .. 9i, lfl:llf;l),q~1l:,,, ;of, a,s:ire w.~, _ u.s.ing Ute numbers. and, then coming up, with w,lji~teve-r 
~-~ ~Q,{l;I~, u,pi ~-Hk't1?' . . . 

· · M~~- Q,llQPUih N,q, we,tr,e. u;sing dipeet nJ.1,mbers.. - -
~.$,SE:~l. ¥MA-N, KILlSCl!h Or, la t:he. Spe~ker usin,g nllffib.e•r-s· tha;t he ~n1t~-

1iq-, ~-cpffl~ ll11!)• Wilt-~, I cl:~n•:•t know, which i,s. \\(:h1ch. . 
--~R:~ 0f;lOPPh: I third~ -thelc'e ar·e two basic diffe.renees in the fiqu:res 

~J\ti ~;r~ Ka1l\'qln;ijp; he,d, and tho.s.e tha,t w,e have, althoLI<g.h I have nqt s;ee:111; the 
OOij,ll(~iT"';p, 0,ff ~s.-,,: eq l am, sp:fi'.akilflg, from,-....... · 
. . ~S,$.f.;M.B~ Y:MAN KH$CO;~ (inter,rtilpti,og) Do yq_u h1.1,v~ a cQpy o,f t,ha:t, 

tr''+:-•. ~~ l?lll!;\,IJl,'?:- < . . . . .. . . . ' .. 
l:\SS.Et4~ YltlAN, ADUBATO~ Yes,.,. , 0.D~l thing .. I w-0qld, l,ike t.o a:sk while we 

fj;ffl?: sl;l,q\flitlfl.9/ t~ist:, JiS, the D~artment. u;s.i;ng eollis,lon an.d.: i;~m.pJ.'ehensJv-e iA. 
\:t\.~~Jt' (;l~}Q,U]~\~g~,?-

:i. · · ~g;, itJl?[!:f;l:, _'ie-1z1.~ The two bas,ic ·differen.cesJ, t t.hinl<:,, t?,e.tween out 
f;};Q,l.\l~f:?;_S) qst:l,0 t,t;i;i~ ~~11;'.~i:l~~ 1'S,, are that we, are u~ing total Umits BI p,femd,ums,, 
~J')l,@i ~ii i.t:~th, ~,lsp,,. \j,eci19htim,g_- them - a.ccord:tn.g, to the, ex.posu-res,,, rat,he-r tha111 
~,i\rnp,lx a:d!;ii_l:lg; ;:l,!p. ~~1 t:he averages,. l:fi, th.e ISO e~perienc;e, for in~tance,. 
\~ .. e,~~-' l:!P,e, ~ ,,.~~1~~0:0.Q: ca.,-s: · t;haJ ca;FFY, the mafldat111d· cove,rag:ee,, but only 
¥.,ifllW;,.@1QJilt tli<lfi!:t ',J?a1zry, c-omp+eh,ens.~ve,. So,, we have: weig,hte,d on t_hat basis,. 

11 · A-$;$·~~~~ Y.MP,.rt ~OSCCl:· Afe you separating com~ from the--
M~.. G~Q-P·~B--~ The, comprehensive coverage? . 
AS.5.~Mij~_YMAN· KOSCO.:: · Yes .. - Are yo1;1 including that -in that n1;1mt,er? 
~a,.,, ¢,QOJi!ij]h Oh, yes,. We: have the EH tqtal .Urni.tst the. property 

Eill!il,mfMt~, \Q,t~l; li.i,m;\tij,,,, PIP I eomp:rehens,i ve and: colli~iQn. 
· A,S:~>it\1!,13,~'(MAN A:DUBATQ: And,, spm~. of · those figu:ves are bas;eq; ~n a-

fi:11?•1.l:lllW.Jl~, ~!?at yc;,,4_ ~,ej,,gh,, l;J.S, y_qµ, , s~y? 
ttlft-. CQ,QP~R: · · T:he, average, pzj-emiums, came d:i,rectl>.i h·c;un the-. l'SQ/·s most 

~e:r;e,!JI~ f~-Uli,lQ.~, ii "fher;1,,. W;~ · a,lso. ha,v.e th.~ir expo~µres,, an.d · we, the•l'I · w,ei.gt;rt, ~~qh 
g~· tJ\l~, :ii.ra~j,,\f~Q~~,~ ¢o~e.rages,·eythe exposu1;es, .. and d,ivlde by- the to\tal tq ... -., 
,,. . ~:~~,i.Ml:;3~ ';tMAN AQUHAJO: l, nave a q4es,tion,, s,ir,. if L ma_y., W,;i,ll e,ve-r){ · 
l;Q.ffiP,~P-¥i t,ia,~11\t ~;!'.1,e s.ame~-- . Let's assu.me xo4.'re. -i-igtlt with y,our, flgµres,, which 
~~, ~~,;i,"\~~1)1,y; q_µ~~t~ionable,, ..,... I meQn,. tlilere is, some con.fus,tori ~ But with, . yqy1; 
6.i;g~,Re.~-.,. 8S$.lJJ!l~ElQ; y.ot1.r f,i.guree _ are ri,qht, .w,il;l ev.er,y C;Qmpany selling.; aµt;9.,,. 
@a,b~.l:e. tnsJJ~apd:~ i1:1, the State of New, Jersey. ha.Ve the s1;J.rne de~:pe.ase: in- thei:f 
rjgJ;,i,,q,ie,s l;l:~, ~'. ~~,stJlJ of a, $1,,5Q(l thre,shold, i:f there, _i_s a; decrea,se? ' 
· · Mij:-. QOOPER: · That w.ill depend- upon many things.. I think if it is 
le-fti l.l•P-, t,q, a,, V;.g:luti:tary matt,er, the obvi,oue answer~- · · 
.. AS$E~8kY;MAN APUBATO: l • m sorry,, sJ.r, I ctidn.' t hear that. 

MR,::., GOQPUi.;. I' satd,. if it is. a. voluntary matter, the answer, I 
l::t~-li,e,1;e~. W•Ql!l;~i be no•, · because w..e- are ga,,ing on the presurnpt.ion. tha.t the 
'Plll%f!l:~,uml1!, "bh1;1J:i, .w.e ha:ve ate adeqqate pr~miums. for t.he voluntary market. NQlt 
alrl 0Ql:llQ!:l:fl•ie.,s pe,rceive that to. be the ca:se. 
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ASSEMBLYMAN ADUBA TO: Well, let's take it around and turn it the 
other way. Is it possible that if we had a $1,500 threshold, assuming your 
figures are correct, some companies would reduce their total premium, let's 
say, by a figure of $50.00, if that is what we are saying, some companies 
might reduce it by $20.00, some by $6.00, and some by none? 

MR. COOPER: That is altogether to be expected, yes, because they 
would have used different--

ASSEMBLYMAN ADUBATO: (interrupting) That is to be expected. 
Well, let's take one of the larger companies. I think Allstate, which is now 
in a limbo situation. with ISO, according to who you want to deal with, 
because I have seen they have been filing since 1977, I think, with ISO, 
although not approved until recently. But, let's take Allstate. Allstate is 
the largest writer of automobile insurance in the State of New Jersey. Do 
you have any idea what would happen to tlie rates with Allstate if New Jersey 
implemented a $1,500 threshold? (loud electrical disturbance) 

I apologize for that outburst. I will try to very simply rephrase 
the question. Allstate is the largest writer of automobile insurance in the 
State of New Jersey. The question is, if New Jersey had a $1,500 threshold, 
do you have·any idea what would happen to their rates? 

MR. COOPER: No, I do not. It would be up to the company, under 
our rating law, to make ita own choice as to what they would file. 

ASSEMBLYMAN ADUBATO: But, isn't Allstate part of ISO, and didn't 
you just give us the effect on ISO? 

MR. COOPER: Yes, Allstate is currently using the rates applicable 
for ISO. ISO is their filing agent iri New Jersey. Presumably, they would do 
whatever ISO does, unless they thought that that was entirely wrong. They 
would be free then to break from ISO and send us an independent filing. 

ASSEMBLYMAN ADUBATO: Is it possible that if Allstate had the 
$1,500 threshold in effect that they wouldn't reduce their rates one penny? 

MR. COOPER: I cannot say what their motives would be, or what they 
. would do. 

ASSEMBLYMAN ADUBATO: No, I asked, "Is it possible?" 
MR. COOPER: Well, no, they would have to take certain steps 

first. If ISO changed their rates and did acknowledge the value of the 
threshold, then Allstate would have to do that unless they filed papers with 
us divorcing themselves from the Bureau. . 1 · 

ASSEMBLYMAN ADUBATO: All right, if they divorced themselves from 
the . Bureau, is it possible that Allstate, based on their calculations, 
because I 1may have the benefit of more information· than you do -- that's 
possible -- is it possible that Allstate, with a $1,500 threshold, would not 
go down more than $6.00, and that is a high estimate? That is a statement 
that I am making, and I am not going tb show you any supportive data I have 
to make the statement, because I reserve the right of the Commissioner to 
make a statement without showing you facts~ 

Now, I am saying to you, sir-- If I say here and now, publicly, 
· that if New Jersey instituted a $1,500 threshold, Allstate would not go down 
· more than $6.00, are you saying to me that it's possible, or it's not 
possible, or what? Do you think that is possible? 

MR. COOPER: Whatever Allstate chooses to do is their right to 
choose. We are talking here about savings which we have calculated given 
certain assumptions. Crucial to those assumptions is the fact that there 
would be a 20% to 25% savings in claim costs, figures with which Allstate 
totally agrees. · 

ASSEMBLYMAN ADUBATO: What has been the effect in Florida? People 
have thrown around the Best Report. The Commissioner's office has us~d th~ 
Best Report to indicate that New Jersey has the highest cost of automobile 
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.l~:~~:~P~~ ;ncJ:l~f~~tl,on~ Do. y9t1 a,po.ept the fl:!cts and tRe d~ta qf the ~e~J 

0 
,,!; "'' +''' M~, pl;)QPl:R: l accept ttwm l:18 pef rig indicr3ti \i'.e; J carmqt VPIJCh fpr 

ttle!r tgt~! ~Htttenticity~ · · , · · · · · · · · 
. AijSEMBLYMAN AOUE3ATO: Cqµld yp1.,1 tell us how th()s,~ facts were 

gath~:p~q ·tP Qet~rwine ~l;!w' ~ersey l:IS t,)ej.r:ig the '1i.ghest ~rid Tennessee lleing. the 
lo.west? . ' ' . 
,, ... ,.,. ·· M.R~ C~OPEfh It is my wnder13,tandi.rig, and my recollectipn, that f3est 
tpq~ the tqt~i :prern-i,4ms For · the sta,te, anq · di vicled it by the cars in the 
~tijte 1:R pqme Lltf ~Hh (3,n r1,verage ~ 

. . A~ijE,;Mijl YMAN APUfll} TO~ What does th.at mef:!n? 
MR, C,QOPER: It means th~t thf;ly paroe ~P with an fJverage preroipm! 
A§~~MB.J., YMAr.J APL!~ATO: flased 9fl wh!:lt? · 
MR, GQQP~R ;. !3ased qr the tpt~l Premiums repprted 1:1s tieing ~n-itt!;m 

tr tM.~ sta,t~~' c:\~.Yided PY the ,n!J!TlPer qf cars in. that statEl~ . 
AS.S.EM!al.. YM}\N AOUE3ATO: The nt.Jmber of pars ins,lJred in that §tat~, qi; 

Hw !lHIJlR~+ o.f s~:ra, Jn th~t s.tate? . · ·· 
· i MR, PQQPER; . They q.i,d .H by t:h$ number qf ¢ars~ I gyes.s, I don 1t 
~eHeve the.y povld get at direptly the OlJf"!lber 0.f c~rs insl!req! They gid make 
g.i:n:·t~+n ~pgl:qgies.~ 
· 1 A~.SEMB~YM.I\N. APLJBATQ: Pardon, $ir, I pidn't hear that:, 

MR;· C:Q.Of'~R: I sai9.~ they mad~ certain applogies ~ · 
A~§.f:MaLYMAt'l 'ADUSATO: They macJe certa.in 9pologies,, y9y s1:1id? 
M.R, C:gQf>~R: Fqr poss..ible pi;oblert1s in the way the)! arrived at that 

ifilf~r~,,qqn~ . ij~WeYer, they. sta,teci, and it is,. my recollectiqn-,,-
. A~SfM6LYMAN ADUJ3ATO: (int~J:'rupting) Can you teU me where they 

IJl,f.'lqe tt:i.Hs,.e apqJQgie-~, becal-Jse I haven't eeen them in any print! 
··, . ·· · MR~ ~IDP.RfR, ;. lt is in the ne.ws;Ietter, or s.tatement, or what.ever 

¥·~Mele -H w..a~ ~here they; reporhr:1 it. 
· A~S~M~J/(MAN AQUl'lATO; Was, it in any newspaper to your kD9Wl?dge, 

lik~, the ~e~t re.ports w~re in t:h~ ne.wspapf3rs~ th.at the ~est Serv.tce 9ffe,:etj 
~f:\ ijpg:l,9g)(? pq to\.1 ~erne,mbJ!r Elny newsp~per in th.is State~ qr Elny maga?ine 
a.rt.ts*~ J_n, tl'l.ts:- Stete,, carrying the st9ry that Best apologized for the. w;,;iy 
th~~ 9ijttier~~ tbe.tf data, that it was not as it was preaented, or that it was 
r\ctt ¾r'l.tflV0Pret~w1 ·ppqperly? 

· MB. PQPPER: No,. they did. not m;;:ike that staternent~ 
ASS:~M~l YMMiJ J\PUBATO: What d-id they apolog:ize fqr, may bf=? you c!;ln 

tw!t:? me? 
Mff~ OQO.HPh n,ey simply mad.e a statement tha.t there could be 

H9,ijij,i,~;!~ d:ist9c:i;t}_j_qns g,f a-:-:-... · 
·~Jil~J:ME}tYMAN. APIJBATO: I'm s,grry; I'm doing this beoa4se I don't 

~~t1"* ~fl~QJl~ Eit~.e c~_n. tleaf YP4 • 
MR , CQPP:Em Q!<ay • 
. iS,SJJ113:l-\H\1AN A0P8AHJ: Pqssi~1e qlstqrtio.ns? 

, M~" COOf~R.: Po~.s.ible. qistortton!? qf e minpr natlJre qy the wa:,t they 
s~l94l~teg tl:l.e :r;e~!;Jl ts. 

· ~s~gM£3:k Y:tr!AN, AQUE:3A 'fQ:, AJl r .tght. Le.t rne gi v~ yQ.ll. my over.v.tew•, emq. · 
{ ,WHl;J,1~ ~P:~r~cia.te yo1,1r e)$pe.i;tise. What aast ~id., was to gp -tritq Te,noess~~, 
~P,lGh I tt:ll1;1k yqy will agre,e hEl,S n9 cmoopuls,ory insyrancl:ll'.",.,., · xs tbf,lt a f@ct? . 
· · MR,. CQOPER: I belie,xe it to. be, yes. · 

AS.SEMBPMAN ADUBATO: W~ll, wo41d you acc.ept it a.s a fact .if I tpld 
·. ·t . ? . ¼ql,J, ];. :p.;1, • 

·", . . MR. ~OD.PER: Yes. . 
/\SSEM.BlYl!-tAN APHBA,TO: A.U right, thank you. What they. did was go 

intq \tl~ S1aJe of Te11ness~e,, into the Motor Veh:i,cle ,Qepartooent ,. and tqqk aV 
the. re,.gil:3terEld vehicle,s .• 
· · · '.· ·· t-'IR. · COOPER: That is correct. 
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ASSEMBLYMAN ADUBA TO: Not insured vehicles, because you are not 
breaking the law in Tennessee if you do not have insurance. You can drive. 
You don't even have to carry PIP. You can just drive. They took the total 
registered vehicles and divided that number into the premium, not only for 
private passenger coverage-- Are y,ou aware of that, sir, that they went 
beyond private passenger, · but only showed the cost for private passenger 
~ehicles, but what they included--

MR. COOPER: Yes. Then that was--
ASSEMBLYMAN ADUBA TO: What did they include, sir, do you know? 

Help me, maybe I'm wrong. 
MR. COOPER: I would have to refresh myself with the document. I 

do not have it in front of me. 
ASSEMBLYMAN ADUBATO: They included commercial vehicles, excluding 

buses and trucks. 
MR. COOPER: That is my understanding, and that is the note they 

made in their--
ASSEMBLYMAN ADUBATO: That is the scientific report that was circu­

lated throughout the nation to compare apples and oranges, not only from the 
basis of where they started, of insurance, but when you go beyond and you 
take a pool that is not being covered by insurance, and you divide it into a 
number that is insured, do you accept that as good actuarial practice, to 
come up with an averagapremium, Mr. Cooper? 

MR. COOPER: For their purposes, yes. 
ASSEMBLYMAN ADUBATO: No, no, I'm asking you, as the Chief Actuary 

in the State of New Jersey: is that a method that you would approve of in New 
Jersey? 

MR. COOPER: As I stated, for their purposes in that particular 
document, yes. 

ASSEMBLYMAN ADUBATO: What was their purpose? 
MR •. · COOPER: Their purpose was to show the relativity of premiums, 

state-,by-state, within the nation. The absolute value of those-.;. 
ASSEMBLYMAN ADUBATO: Thank you, sir. Forgive me for interrupting 

you. I don't want to lose that. Their purpose was to show the relativity of 
premiums state-by-state. Now, let me not lose that. Th.ere are two things 
here. One, the relativity of premiums should be based on insured vehicles 
that produce a premium. That is a fact, if you are fair. Two, when you 
compare a premium on one end, with what you are paying for a value on the 
other end, you should compare comparable values. That's fair~ If you are 
comparing a system of the Mercedes-Benz in New Jersey, as I call it, to a 
system of no insurance like Tennessee, or in Florida, where some people talk 
about a verbal threshold being the reason why Florida is so low, and it 
really isn'.t that low, because in that report it is the fifteenth highest-­
But, in Florida you don't have insurance. You don't have insurance 1n 
Florida. It's a smoke screen. You have no compulsory liability, which may 
be a good thing, but under PIP~ they have a maximum benefit up to $10,000, if 
you are involved· in an accident, for all your hospital and medical bills. 
And, they only pay 80~~ of the $10,000, and you are al1ow

0
ed to buy it with a 

$2 ,UOO deductible, and they only pay 60% of your expense loss. So, in 
Florida, as opposed to New Jersey, where if a citizen of this State is in an 
accident, he is protected unlimited millions--. It's possible, isn't it? 
And, th~t is calculated into that average cost, isn't it? Is that a fact? 

MR. COOPER: I believe it to be, yes. 
ASSEMBLYMAN ADUBA TO: And, were these facts ever brought out or 

alluded to in that Best Report in any way, shape or form that the industry 
uses, and that the Department used and the Commissioner used when he said, "I 
blame the Legislature in showing the high cost of insurance.'' Did anybody in 
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y&'Llf. Q'e'l)'aff:meht~, . er did anybody in the Best Report talk about the di ff er­
erft-ia'l llf~·t:we:en yalues, at the fact that they took . information from sources 
tth'eiil W~te ri'ol apples . and apples, .. to . your knowledge? 

MR:-· cmo·~tR: .· In the rep1Jrt, there is: a discussion about how they 
gel tftf t\lleif da,ta and the problems attendant thereupon, which are the ones 
ftHf ate taJ1<1ngCa·boyt. . . . . . · 

ASStM~LYMAN ADUBATO: Let me ask you something, Mr. Cooper. I 
ct'an 1l mean to---:•{ As •a layman, not as an actuary, as a citizen, forgetting 
ydUf ~cadeniic b·&ckground, in your Opinion -- that is all we can ask for -- do 
y8u tnink that. Jhe press has accurately reported what the Best Report was? 
·· ·· MR. COOPER: I am .in no position to answer that, sir. I am here as 
an expert Witne,s as an actu.ary; and that is way out of my field. 

ASSEMBLYMAN ADUBATO: Do you read the newspapers in New Jersey, 

MR. t~OPER: . I read certain newspapers in New Jersey. 
ASSEMBLYMAN ADUBATO: Have you ever read the Star-ledger? 
MR. COOPER: Yes, sir. 
AMtMBtYMAN ADUBATO: Do you readjt often? 
MR. CQPPER: I read it almost everyday. 
ASSEM~L YMAN ADUBATO: Well, I don't know if that is good or bad, 

flilh okay. Do you read any other papers in New Jersey besides the Ledger, 
Ju1St as a curiosity?. . ....... · .. .· ... •.. .. . . . ··· 

MR. COOPER: I read our local Hunterdon CountyDeinocret, yes. 
,, ASSEMBLYMAN ADUBATO: Ate you, again.-.;.. maybe that is the wrong way 

c". _c~. . .. ,. ·. . .. , -- " - ,. . -.. . --·· · .. :,. - . -· . . to phrase the question. But, you know, I am not blaming· reporters, because 
r"e~ijf'tet:s cah •. otJly print what they are told. . They do not make. the . story; 
l't1'ey wtil:t 'the ,tory. - And, .. I present the fact that the Insurance Department 
1of" this State (has a tesponsibiHty,to respond to things like this, not 
'eq'~p'OU~cl them b; using this report to Jinpress upon the people of this State 
J}fait fo'.r :soinE;? reason; if you were paying an average premium, o.r if you were 
ipayifig '$f7'lt.OO,. or . $2'50.00, ahd you . lived in Tennessee, you would have the 
's;artre +j'ene,fits a~: you. would .have. in New Jersey. 

Now, J dttn' t know if you understand this, but I ,do. .. The people of 
~hl's 15,t.'a't'e Who Q:e1ieve that to 'b'e a fact -- they believe, based on the medi~, 
1a'ri'El has,ecl ·on bh~ ln'eptness of the Department to help us understand, that we 
ar;e :payir\!g the .;highest cost of insurance and getting the same benefits. 
TtJ1e'r'e a're 'many teasons, and t would agree with you and everyone else who is 
'fi~r'e) 'that theyk ·ate coillplex, and we are trying. . But, certainly, evet,yone 
:shOtlt~ ag,ree tttat Ne1w Jersey is paying the highest cost because we have 
:pr,dbabiy 'O'ne 1of the best, if. not the best, benefit packages. Do yotJ agree 
Wibh lliat? 1 

. 

MR,. DOOPER: ¥'es,, and I think the Department has said that oA 

se'~ei-al 'occ:a,sions,. . . . . . . 
ASSEMBLYMAN AIJl:JBATO: Oh, thank you. So then, the Best Re139r-t is 

Mot iwMat you would•.·•·caU .. a .. f'ait m.ethod .. ·or .. comp\arison,. is •.it, for value? 
MR. :COOPER,:·. I think it is fair f'o,r the purpos,es that they intended 

it 1tio 'S'~l••J:'i'h . 
J.\iSSEMBLYMAN ADUBATO: How about is it fair for the people ef New 

·~lR. C:OOPER': I am in no position to · offer an opinion on that •. 
ASS'f:~BLYM'AN ADUBATO: I'm .. sorry. I. am just outraged at that r,eport 

'~hcJ. "the fact l~at .· these people,. you know, wou1d have, again, the blatant 
!ilisr,egara ,far facts, and twist them around, because, you know, I've said it 
be{fot'e and I wtn say it again, the figures dontt lie. I won't continue 
'ttylli:t, bUt ifigutes db not lie. Go ahead, Assemblyman Kosco. 
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ASSEMBLYMAN KOSCO: Mr. Cooper, you keep saying that it was okay 
for the. purpose for which it was written. What was the purpose for which it . 
was written? Was the purpose to give accurate information to the people who 
were going to read it? 

MR. COOPER: The purpose of the report-- I will make a guess at 
this. I thin~ that the--

ASSEMBLYMAN KOSCO: (interrupting) Is there a statement in there 
that says, "The purpose of this report is?" 

MR. COOPER: Again, I have not looked at that report for several 
weeks, but it is my understanding that they simply were ranking states as to 
average premiums. It was to show what amount of money was being paid by 
registered.cars for insurance purposes, without any regard whatsoever to.the 
package of benefits involved. 

ASSEMBLYMAN KOSCO: Or whether or not the cars were covered by 
insurance. 

MR. COOPER: That is correct; they noted that. 
ASSEMBLYMAN KOSCO: I mean, that is the key. The key is, as the 

Chairman said, -- the key is that if yoLl are going to lump all the cars that 
are registered in a state, there may be·cars registered in the State of New 
Jersey-- For example, I own an automobile dealership, and right now I have 
probably 300 cars registered that are not on the road. They are registered, 
so if you check the registered cars, multiply that times the number of auto­
mobile dealerships, for example, in the State, and you have a whole bunch of 
cafs that are registered, but they are not on the road, so they do not carry 
collision insurance, or that type of insurance. They only carry insur~nce 
that is applicable for .the purpose of keeping the cars in inventory. 

MR. COOPER: I find myself in an uncomfortable position guessing 
upon the motives of other actuaries. Those were not my figures. 

ASSEMBLYMAN KOSCO:· Well, yes, but you said it was a good report 
for the purpose for which it was written. I am trying to fi,-id out ,the 
purpose for which it was written. I do not know what the purpose was. 

. ASSEMBLYMAN ADUBAT0: May I help, sir? There was no purpose stated 
for the report in anything I. have ever read or seen. To the best of my know­
ledge, there was no purpose stated, except, . in my opinion, to confuse the 
public even more. That is an opinion • 

. ASSEMBLYMAN KOSCO: I have another question. 
ASSEMBLYMAN ADUBATO: Go ahead, Mr. Assemblyman. 
ASSEMBLYMAN KOSCO: In a report we received from the Lawyers 

· Encouraging Government and Law, they make a statement. here and they refer to 
Florida. In one of the statements they have here and, obviously, . as you· 
know, they are opposed to the threshold change we are discussing, they, say, 
"lt is now time for the insurance industry to explain in detail their finan-

. cial conditions. The public reads of their Iosses year after year, while 
they show gains in their net worth ye~r after year. It is time New Jers~y 
passed financial disclosure laws to be able to .properly evaluate the health 
of New Jersey insurers and the need for rate increases. The State of Florida 
passed financial disclosures and excess profits legislation. The result is 
substantial refunds to the consumers." 

They enclose, also, a newspaper article-- Again, we keep referring 
to newspaper articles because, you know, the truth is what the people read in 
the newspaper, and when people--

ASSEMBLYMAN ADUBAT0: (interrupting) Assemblyman, forgive me, 
don't apologize for that, because the Commissioner's statement included news­
paper accounts to prove his position. 

13 



._.: . , . iil .: · ... :. . . · , ··.: .. _ . .-, · 
.· ASSEMStYMAN KOSCIH 1 ani not apologizing for . anyfJ1ini;i, Mr • 

. · ~hairmarh t am JUst makirtg a statement that we included because that ,is what 
tHt .t,ebple tead ;~hd that· is what the· '.people ·believe. The }t;,utnal. of t::,omm.et~e 
ihJ FlbrHj;ii! . rep<)tted that the insuranc~ companies had to refund ··.over· $~0. .. 
ipillioM ~s ~ te~ult of this Jir1ancial disclosure leg_islatioh. Do. you think 
.Jh$t. ~uld bt::, p,f any . assistance? . We JU'e looking for ways to .· decrease the · 
cO_i;Jt of. insuran¢e , .. 'even the best insurance cdv·erage we have~· -We would like 
lt> tty to get it,jfor as little as possible tor our people. 

, . ... Asst,M~·~YMAN AOUBATO: ·. · Well, · the Speaker has already called fpr 
finaneial disclb·sure, . just for ynut · information, and J thi,nk .--,. the 
Cti:mmi$siO'ner 'is :het•e 'a11d he. ean correct me · .... _ that when he testified betor:e 
the Joi'nt ,A;ppi'opriations Committee, the Corilinissioner said he would support 
ftnannial distHo~ur~. So; I mean; Just to help you---

,ASStM~L YMAN • KOSCO: 'Would it serve a good purpose, i.s what l am 
aii'<ih<;J"? j 

. M'Jh COOPEJh Let me distinguish two things. Th~ amount of 'me>ney 
,wha.th wats, rettH,"fYllH:'f to the . policyholders ,in · t10:rida was . due, not to any 
d,isdl-osut.e teqni\·ementa.; but due to the excess profits53 law. 

AS$tMBl VMJ\N AOUBA.TO: lhe. profits law, yes sir. 
, /j. :MR._. '.cpµ:p·t:R;: · 1N-~w-, ·what ··ha1d •h:a:ppe:ne:d ~,n··. ·v1atid'a·_, i.n the l:at.e ~• 7ll~., 

,$eve/rial bhtU1tjes jwer:e ... - . ·. . . .. . . , . . . . . .· ·. . 
. . , . . ASS'EMBl VMAN ADUBA Hh Excuse ,me, Mt. Cooper, but. don• t you neeid 
:tmt/h; •b,~c.atis,e YQt.t c,p;n•t ht:n,·e the excess profits law implemented unless you 

wave finijrtM~~\~;;i~~:~·;Stlr~!. finE!nCi:al disclosure;..- ' . . ' .· 
,AS'SE;MEJl VMAN ADUBAT'Ch •. As ft ,applies ln f lotida, not in New Yor'k? 

· 1 Jmt. tO:OP'ER: Yea. In florid'a,. t.he amo:unt of detail ',whi~h i~ ca11~d 
~tll,t 1aifit their. f~ms 'Q"-A-; Q-B, Q..;C, whi:c:h are lhe . reports you are talking 
lit>;Out::. et1e far 'tn:t'.Jite detailed th,ah i$ nec,essary to comply with :the: ,provisions 

· of t:hre ·,ex,c,e$,$ ,p,r.i:ffil,s law,. ·ln Florida, the excess profits law., or the ,way +t 
ts ,tiitle,u\la't>ett, ll3 -aJctttally' staled ·in the 'statutes, ·as :opposed to New York, 
Where 'th:e'lte ts 1inly ·ena'blin,g legtslation ~ So, you do ,not need ,t>oth to the 
'e'~tfl!w,it 't'ha't Flct:r,;i.d:a: ha:t;-_. Now., ! 'ahl not saying bhat they shouldn't exist; l 1•m · 
Ju~:t say.i.:ri1g <thaitfba c0al:eulat,e .it,,· you do n.o:t· ne'ed everything that is in ttle 

• .;f~nlhei'al ::~;~!~t:~~!N ,ADIJBAllh l. wou+d accept that, •. Assemblym&n.. . Y~u know 

=~s ~;~-J;r;ek::t~~~a:~ ::; ~=\~"!tt:. ~:~;:~~ 

.. :::::::::10'h~:::tJ~rs:~~ _ i!t~!~e ·:~~j~~s•:h~,i:~t,lfn;t:n~~: ::~:::~~s!~!.:·g::1~::! ·. 
' 1ttoisip1liJta'l c•osits :'a'r:id aU 't:hese other things in· the.ir $500.00 threshold~ 
···.Q~r\tt1'eI~l.'~:'out;;: in· tttelt $~06.·00 thre·shold, inc.lude's everythincg. · Pennsylvani:a,, 
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in their $750.00, threshc'.>ld, includes it. Hawaii, in their. $1,500 threshold, 
which fluctuates, includes hospital. . -.Minnesota- .is the highest, I believer, 
With $4,000.00, but that includes hospital as well. Colorado is $500.00; 
·Kansas is $500.00; Georgia is $500.00, Utah. is · $500.00; North. Dakota is. 
$1,000.00; and, Kentucky is $1,000.00. They are the twelve states that have 
a higher dollar amount than New Jersey -- doll1:3r. amount. But, th order to 
reach that dollar amount, Mr. Cooper, w.ould J, be fair in saying that those 
states that have a $500.00 threshold, including Pennsylvania; which has .a 
$75_0.00 threshold, and New Jersey having a· $200.00 threshold with the exclu..;. 
sion~ -- do you think they have a better · threshold than we do because they 

. hav.e that several hundred dollars more than we do, or is ours as good, if not 
petter, because we exclude it even though we have a $200 .. 00 threshold? I 
~hink you are gettir19 the drift of what I am asking. ·· , ·: · ·· ... .. 

MR. COOPER: Yes,• I understand what you are· asking,.· Assemblyman.· I 
cannot give you a direct answer, because I do not have at my d1sposal the · 
figures I would need to see what .. would happen if we were to take hospitals 
out of those .other thresholds and what would h·appeh to them. _ 

. ASSEMBLYMAN ADUBATO: I am not talking about taking hospitals out; 
but it was t,estified to here before today,' and Monday, by the Commissioner 
that the CPI he was talking about, whit:~ is, you know, not the general, but .· 
just that.portion, would be higher. Now, ·if that is a fact, then you would. 
have to include the hospital- costs as part of. that, wouldn't you? 

MR. COOPER: I believe in the CPI there are two indices. One deals 
~ith hospital costs, and the other deals with physician~. . 

ASSEMBLYMAN ADUBATO:. · Yes, sir, and what I am talking about is the · 
portion. tha.t deals with hospital costs. · Do you think they are the same,- the 
indices that deal with the · hospital costs and with the. doctors? Are they 
comparable? · · 

MR. COOPER1 No, they are not •. They are similar, but they are not 
the same • 
. , . ASSEMBLYMAN ADU BA TO: , WeH, ip value, what differences .are there? 
Are the doctors' indices lower or higher than the hospital? · " 

MR.COOPER:· I do. not recollect which is which. 
ASSEMBL YM.t\N ADUBATO: · Would you accept the fact· that it is . much 

higher? 
MR. COOPER: It is my recollection th.at it probably is higher~ I 

am not cer!;~~Me[v~~~tAci~~~-TO: Okay. When we look at these fifty states, 
and let's talk about· the three states that have a verbal threshold,· whiQh J 
think are ,.._ I'm not sure -- I think one. is Mic~igan, !think one is Florida, 
and I think one is New York. I say, III think," because I am humeri, and I'm · -
surie l make a lot of mistakes too. But, I think they are the three states. · 

· MR. COOPER: I think your list is cor:r;ect. · 
. . ASSEMBLYMAN ADUBATO: Now, in those three states that have a verbal 

threshold, do you know where they appear on high to low iri this Best Rep.art?· 
' MR. COOPER: ' I- believe that . all three of them are ;on the 'higher 
side of the average. 

ASSEMBLYMAN ADU BA TO: On the higher side of the average, with ·.a 
ve-rbal threshold? · 

. MR. COOPER: Yes. . 
, ASSEMBLYMAN ADUBATO:. - Well, if that is the case, and you are right, 

because New York, which not .only has.a verbal threshold, but also has a '.'cap" 
on PIP of $50,000.00, also has the Workmen's Comp schedule with a medical fee 
schedule in it, okay? -""". on this report is the forty-eighth highest cost in 
the country, in ·spite of the fact it has a -very strong' verbal. threshold, .J 
think, arid in spite of the fact it. has a $50,000~00 "cap" under PIP, and in 
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~pite qf the. f'ct il f:1:as a W1trrkme¥1's Cc,mp.ensation medical fee sehedtJle. No•w, 
tfuat I$, a· f~~t~: ···:ih'en we. look at. Mi~higan •.. · Unfortunatel~f',. on.e• of o~r. go.od 
~~J;rgotQTS)~; Jrt ij; 1etJer . tO the New Yol'k Times recently, suggested f:hat .we 
~li).(;}JJ!l(J: ~o tQ t~e S:ystein · in , Md;cni<gan because , he said,., ''they have one, Qf the 
lt1we~i preffti,wrrr~ in: Jhf;! e1auntry ~·· · .. I do, not want . to embarrass that good 
S~na1tQ,, H~: rn}jy hi!!V8 gotJ:en that inJo·rmation fr.om someone working for Best• 
fltJl; t~e ~\e~t · .. ·t itself indtcate,s t~at Michigan is. the forty-first high--­
~q•t,, wh,ipf:i' ine,i!!. •. lhere are J"ort y state.1;1 that are cheaper than Michigan. . Now; 
tiilh;l$. !§: a. S~nl;ltor. who is maldng that. statement that. Michigan is one of the 
Ie:we~t, b~,se,d' tlr informat1nrl he is getting from somedne •. 

Nqw, :,let' Sr talk about Flor.i.da. Florida, not to repeat the whble 
j:~J?g;Qfl•t ~:1.!J·. Jlprida ts the•···. fifteenth lowest, but it . does·.· not have .. any 
$11,$L1,gance and~,iwhen l lo9k through this list, and l t.alk about the lower 
stiteS·t, ~k~tt 1;1nd'lgo from high to iow,iI 9et d.own to Tennessee •. · .. Tennessee1, 
no1 Jhtesho.1:d,;, Alabama,. no threshold; North Carolina, no threshold; South 
Qak~tia,* no tllrlshPld; Mi.ssissipp,i, flD thrt;?shold; Arkansas,, Igwa, Ohio •. The 
Q~J} t,h~ng that JUfllps. off t;he pag,e ·. there, to me as a layman,. because .I am not 
·~.lh;,exp¢:I'(like ')l,Otl are~( but the one thi,n9 that.Jumps ·off the pacg.e there; to 
Ill~:;, ·.~S tfla:t.non.~.·O•f those. states have complllsory insurance. 

AS:$[Mf3LYMAN !<.OS.CO: Or no.- fault •. 
A~$f]t;,t~LYMAN ·. AOUBA:TO; . Or no--faulf, you' re absolutely •.right~ That. 

j;ss the. titst tf;ling. that j1.1mps off .·the page.·.·.·. ··!hen. we·. g.o to Kentucky, . and 
~~:etf,l . ~;re: . qve.sUons: ,abou,t Ken~uc,ky that I wiU not hother anybody .. w.Hh .• at 
1;:hlq h,¢:atinigt .Then W;8; c;;JO: to Wlsconsih, JndJana, Virqiniat Maine and Idaho:. 
llfl~~ Floric;i~, •.. with . 8· .•. verb.al threshold. . New .f'lampsMre, Dklahoma -- none, 
nor1e• .. 1 Anet" . cl,gain,, when you tu,rn o:n, {:he other side . of the pag;e, . even 
IUj:~O,}f$f:--- . Wne~ X lQpk at th:is brea·kdown and l see Illinuis,, it is ama,z,tng 
t)P m~ ~h,,t. lll:ii~'()Jis. is rig;ht up th~re }n the top-heavy portion q:f. premiums,, 
iJ::1:~; ]l].iini;),i.s g~e,s not bave compulsory, rightt . although I underatand; that 
tl'le,it te.g,.i;Jj,Ja,t~e is trying to go, the other W•SY now. I am told b5f. some 
leg.i;s~$,tots.,o,u):.'the'.l''e,· .• tthat· they.·want compulsqry liability.,. 

l ... • .. ·. . . Wha:t ~. •rn, s•a•~ing,, i,s, that .. the< aes:t: R:epoI't' had nQ purpose. · .. Wha,t .] "m, 
~a~ing1,, is th;a,t it w,a,s atool to, implement a v,erbal. thresho,ld in•lfid.s State,, 
l!,11:}edr t);~ th:e lr;i~'u,sctry peop,le and thei,J; propaganda sou,rt'es. 'J;ha,t ]S; ;my 
~ha,:Il'g,e,.. JI caiJ'J p,roye it, ht,1f; they ha,ve no purpose. The only thing, I know 
ls,,·.· the,y kee!;): e~,lk~ng . about New. Jersey,' ·but . they do not. talk·. about,. the 
be1111;if"its w,e h1::1vi: here,· and \hey d.o not give it a fair comparis.on. That is my 
Qp,i;tti,q);J,~ lh,a,t; ~s ar,1. opJnd,ob.. · ..... ·. . .· .. ···. . . . · 

The 1:9?72 law, Mr., cooper-'--- J'm SUi'0 yolJ had an opportunity to lqok 

Sit, \faa,t> e,~.~.,ttn:gi ~'~:.~;ttJ~~1,, p·i9ht7 ... ··· .••... ·.·. . .· ·.· .. · .• ·. · .. · .... 
',MR•· .. ·.·.£::&J.'QP~:ij,;,, .... : TheNe,w J,el's)ey.· s,tatute? 
· · AiS~Efr16'~¥MAN Acµ0·~-r13:: • ·. Y,e~/ ·sit. 

!I ~~·. c:~~.f)~R:r . ¥e~ .. ,; .. 1 ... haye.'.b~oked at. it. 
. < . ·. A$§tM.~t.YMAN; P.Dl;J,g~JO: ··. When, thaf statute was, pa,sse'<lJi---- Ate ypu: 

. ·· .. f,",m&~~~t•.·. wtJh; .Whl:Jt, .· was be~ng Sllid about w~at·· that .s>tatqte i wou:lc;t do ·as,·., jJ; 
. ~~,f~~£¢qt Rremiutrts, . -... . what. w~s said .· by · .. ~he Chtet Actua,ry ·. oif ·. the State of New 
~'~I'$,~)!;, w.fni:lt w1as s1a1a,. b;y the Speak~·r ,. by .the Governcn? ,, and' bry the 
ij~p,1c1b,tJ:;$:~ifl~(?Oh1~,rC;1,lJ~d teg,is.1 ~,t:.ure? . . . . . .· . . . . . .. . . . . .. . . . . 

M~,. c0~•Pf;R: · Ne,: l am not familiar with those sta,tements.. 

tl~~se.<:f(?·. 
A$$~MBlYMAl'iJ: Af)tJBAlO: Db you think it was a goot;t; bi]] when· i.t w,as 

A'SStMB~'(MAN ADUBAlO: ... What I t m, saying, ·. is . that · New Jer5ey . has ·. been; 
¢,F:it.i.-:ct:i•zed, ,..,.. I think you W©ul:o· a¢Gept th:is ...... a.s· be·ing· one CJ.f the worst no .... 
f•~u,J:t., s,t:aJt:e.s, irsv bhe ~ot.Jnt:ry:. l d'o no,t know, what tt,a,t means, "worst .11 r f 



they are saying we have the best benefits, I guess we are the worst. If they 
are saying we have a package of insurance that is very costly, I guess we are 
the worst, because we provide the most benefits. But, when that bill was 
passed, and the newspapers throughout this State printed -- for instance, 
Governor Cahill said at the time, "No-fault savings, will add up to $87 
million," and ~on't forget, we're making a comparison of the market at that 
time, which not being an actuary, but a layman, I think you would have to 
project that in today's world, to know that in today's world, if the $200.00 
threshold reduced, according to these articles, and according to the state­
ments by the actuaries, 6990, that this $87 million today, and if we are 
saying that the $200.00 threshold -- and I do not accept the.fact that it 
would be $1,500 today on any CPI, no matter what CPI you use, including 
physical damage-- It still wouldn't be $1,500. But, let's say that it was 
$800.00. I think the figure is about $580.00 9 but let's say $800.00. Let's 
say $1,000.00; I'll even say $1,500.00 to discuss it. Let's say it is 
$1,500.00. Isn't it expected that, if that is true, what was true in 1972, 
that it has to be true today, that the .i,mpact would be that we would reduce 
tort and reduce the cost of insurance by that same projection and, when the 
Legislature mandated, I believe it was Assemblyman Raymond, Gene Raymond -­
when that bill was passed in here, there was a mandated reduction of BI of 
1590 -- mandated by statute. How do you feel about mandating reductions in 
the Legislature as a result of saying we are going to reduce the cost? How 
much would you say would be reasonable to mandate a cost, if we had a 
$1,500.00 threshold? ' 

MR. COOPER: In answer to your first question--
ASSEMBLYMAN ADU BA TO: I don I t know which one it was, 1 forgive me. 

Go.ahead. 
MR. COOPER: The first question, I think, was "Do you feel that 

increases should be mandated?" 
ASSEMBLYMAN KOSCO: No, · the first quesUon he a.sked was, ".Do. you 

think that the same percentages would be comparable today as they were back 
when the legislation was first passed?" I just point that out to let you 
know that I am paying attention. 

MR. COOPER: Thank you, Assemblyman. I really cannot answer th£;tt 
question. It is so encompassing that--

, ASSEMBLYMAN ADUBATO: Well, you can't speak for the Department, and 
I . know that. But, when the Commissioner comes back I '11 ask him if he would 
publicly support a mandated cost of any increase in the threshold, any 

.. increase, whether it be to $1,500.00 or, if we eliminated the threshold arid 
had a whole new-- I don't know. But, I think that the people of'this State 
have a right to expect, not only that by some magic, in no form were they 
ever given, that we would not implement the constants that we are talking 
about, because up until the Commissioner's statement was issued before this 
Committee, every media reported, with quotes, that the Commissioner said he 
would rescind -- rescind -- the constant, if the $1,500.00 threshold was 
passed before June 1. Now we are told there is no factual data to support 
the $1,500.00 threshold. I want to know how we determined that he was going 
to rescind a constant, without having any factual data to support the number 
he gave. I think that ls reasonable. And that is what this is all about 
to the starting point. And I do not mean-- I am not asking you this. It is 
frustration talking now, and I admit that. It's frustration. 

I want to say to you that I don't have the answers, and neither 
does Assemblyman Kosco, I don't think. We do not have the answers. I don't 
think any of us have the answers. I want you to know that you and I may dis­
agree about how things are done, but I want you to publicly hear how much 
this Committee appreciates you spending all the time you spent here on Monday 
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~n'~ today 1 and; also, the other p.eople in the Insurance Department who spent 
t:hej.t time here.< 

I wc:iyJ[d like .to c;onclude with the Insurance Depc1rtment. There is 
j;1;1~t one other area . I want to ask the Commissioner about which would take, I 
ni;lpe, abqut fivi,:; minutes.. I do not think that is something you should be 
r!:i~ponding to; I wowld like .him to respond to it. I am still waiting for an 
a.mwfei' from the {ommissione;t aboyt when this ptess release-.... He said tie 
w~h.t!=ld to read/ it, but so far,. Mr. . Hooper h1;u:m 't given him the press 
release, We f'm:ihc! ours, and I would be happy to give it to him when he comes 
~ack.into the rqom. Hopefully, the Commissioner will come back, and we'll 
'show him this. We will let him read it, and then respond to it, because this 
a9Ys what h!:l told us. It t;;ilks about ... - l '11 say it -- it talka !:lbout hi!3 
sta:t:ement. It dbes not refeir to anything b.eyond his statement that we aaked 
h.im. I cfon' t :c:inderstand how anyone ,.._ I 'm saying it to you, and I wi.11 
repeat it. when ~he Commissioner comes back. Maybe I shouldn't; I apologize .• 
I'll wait for the 'Commissioner to come back. I'm wrong; I stand corrected. 

,ASS·EMl3L Y:MAN KOSCO: t-1f,ly I ask · one move question? 
ASSEMBtYMAN ADUBATO: Yes, sir, ask yoyr question. 
ASSEM!3tY:MAN KOSCO: This is just a question that y.ou might be ab;Le 

t~• Janswer, or ,giye )me an opinion on. Pennsylvania, at the pr.esent time, ha$ 
a· $7~•..oo thresl;iold. My concern is that if the threshold doesn't have ~my 
eff:ect., •or that much of an effect on the premil1m, as some of ou.r legislators 
ar1~ 'S?'ay;ing is •:true, how come Pennsylvania is c.onsidering a $10,000~J)JO 
tl')N~!3'hold, 1:,:o go:?from $750 .• 00 to $10,000900. If that is not g.oing tp have an 
'e.ffe.ct on the 'p:remi,um,, my question is, what is the purpose of it? Why is 
anyone t~J,king ~hreahold if it ia not going to make that big a differ!:?nce? 
fhe s!:}cond ;p:art ::ar my questi:cm i$, I'm wondedng if it really isn't going to 
m~k1El 19ny bi,g ,dif:for,ence, then why are some peqple so ups•et about it happen­
i!n~? 

MR.. ·DOOPER.: 
90.iJng t,o ,a $Hl,0:00.00 
do w1erni;l1r,. · . 

fhe ctiange that has been recommende,d '.for Pennsylvania 
threshold is the position of the Oepartment and of the 

. ASS'EMBlYMAN ADUBAlO; I ',m sorry, sir. Would y,ou say that a little 
i 'bit +'Qµ:def? Whdse .position Js it in Pennsylvania? .· 

"MR~ Ctl(Wf:R: It is the position of the Department and •of the 
:Qo¥ecrner to. :m.ake, that change. 

ASSEMS;l¥,MAN AOUBATO: Okay. 
( :MR. ,COOPER: It .iS:i my understanding, although I arn not thorough:l.y 

•~orive:r;;~~m:t with:;what is goiqg on ln our sister state, t:hi;it they do e~pect 
,ea.ving:a .. ,t,nyci.ht!3~t±n that chancie tq a $1:0,·0ClO.On threshold •. 

- · .. · .. ·· · A~S.EM6L¥,M~f!J A[}IJBATq:, <Savings;,· yov Ell\i\Y? · 
.. 1MR •. •.c:oQP.ER: .. •. Savangs. . . . ·. ·. . . , . . ... · 
, .. \ ··.. 1\SSJ,:ti1BLYM'AN .. ADUBAT()l;: [ don'·t want to lose th1;1.t, 'because I h~ve h~;d . 

a:rJ •,QpJ;fg').';tuAiity \to t:alk, ta qvite ,a few legis.lat;ors · in New · Y-o.rk .and . ::in 
'pen~E?,;yl,,r~ni:a., '8@d J am ve·ry ft;1mll}.ar ,with the, $1;0,000:.00 Ji>Toposal, and l . 
•WOtJld likEl t,q'~hare ... a 1ittle information. with you .•.. :~el1H$ylvania •has·.· ... :a· '1'1!3,W 
A'&s,~IT).t>4y, ·a,\Qemqoratic,ally;...,controlJ.ed.Ass.embly in this session.· They,,twv.e a 

· liepubUc'!:tln ·Gove':r)lnr ~md; . I· think, . 1;1 Republican Senate. , . · . 
. . MR.~ COPPER,: Tha.t: is c,orr:ect. . 

ASSEMBLYMAN ADUBATO: The forme.r Chairman of the Insurance 
:coro.1,li;H;1t.e:e :tn the Assembly introduced the $10,000.00 threshold as .a 
i'p_pJ'iti.cal'' man.eiuver to embarrass the Democrats in the AasE:imbly, as told to 
me :tr;y 't;.rn:e ,C:,!;:i,aird\an ir:1 the Assembly. U has no chance .of even being heard .• 
It ha$ b:eeh ptibl;ir:!ly stated ,by the Assembly that they will not hear the bill, 
i':}n'.€1 tih:at 'it iW.fls.,;,8 :p1;1rtisan move to ht.tflg pr.es.sure, without substance. Now, 
I 1(111 \t,eTlJmJ;J it to you as it is, arid anyone who sits here --- I'm not saying 
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you, but anyone who sits here and submits tl")at as a real-thing happening, is 
misleading,you. 

I would like to talk about the New York Senate, but before we talk 
about Urnt I junt want to nnrl U1iH. ln thin ntnt·rilmnnt frnm nur qond Snnntnr 
Farley from ·New York, who I have been communicating with, who is a good 
Republican, and a good person, and who is involved in many things, not only 
in New York, but throughout the Eastern region and throughout the country, 
has been kind enough to share all kinds' of information with this Chair and 
with this Committee. One of the things he pointed out here to us -- I am 
going to read it again, because I think it was lost. "The bulk of the 
insurance premium is attributable to the cost of physical damage coverage. -
Legisl~tive investigations have also found that, contrary to popular belief, 
the skyrocketing cost of auto insurance is not due primarily to no-fault." 
That is the sentence preceding the first sentence. What he is saying, and he 
goes on, and I will be happy to share this with you -- what he is saying is 
that no matter what the threshold is, and they went to .a verbal -- what he is 
saying in his conclusion is that, even with the verbal threshold, you are not 
going to reduce the cost of insu'rance t9 the consumer. At best -- at best, 
you may stabilize, and that is the jargon of the industry-- "Stabilize" 
translated means that instead of coming in for a 15~o or a zmo increase, they 
come in for a 12% or an 18% increase. You have a decrease in your increase 
of three to five points, or as much as 25%, or one-third. That is the 
effect. That is what "stabilization" means in the jargon of the industry. 
It doesn't mean reducing the rate one penny. And, if it did reduce the rate~ 
according to our good Senator, in less than five years, the impact of that 
reduction would be lost forever -- forever -- in the system, due to infla­
tion. That is the report against the verbal threshold in New York by a good 
Republican Senator, and I will be happy to share it with you later. 

I think we should learn from our sister states, you're right. Our 
sister states, I guess, are Pennsylvania, Connecticut and New York •. Nqw, ~f"I 
Pennsylvania they have a $750.00 threshold that includes hospital, and every­
thing else. ', Ih Connecticut, our good sister state, they h~ve .a $1QP~QO 
threshold that includes hospital and everything else. And, in Massac.hµe;,~ttsf.\ 
they have a $500.00 threshold.. Now, rnore or less, thest:i are our sist~r 

states. I do not want lo get into the fact that in,.· you know, sh~e. ~~~£~~':!\ 
you are really covered for only $2,000.00 and .all your medical bills.. SQm~/· 
of our sister states do not have insurance. In another one it's,. $5,0.00.0.0., 
which means you have to sue to be reimbursed for your hospit1;1l cqsts,y .$~.'e\. 
In Florida, you have to sue if you take your $2,000.00. deduetJbl~~-: , .. Q{/ .. 
course, when I spoke to the good people in Florida, they said I was wrong/ .. · 
that you didn't have to sue, but I would be happy to show the letter of 
apology saying that our staff -- not me, because I'm not that good, but I 
have good staff -- our staff was right, that you had to sue in Florida to 
even get the $2,000.00 deductible. So, they are inviting lawsuHs, and the 
whole rhetoric and jargon and the climate out there is that the reason why 
New Jersey has the highest cost of insurance is because of lawyers who have a 
full employment act. I submit that there is more tort in Florida, more tort 
in California than New Jersey ever dreamed of having. While there are 
problems with the tort system, and I would be the first one to admit it, and 
there are things that need to be corrected, I will join with that too, and 
say yes, I think it is unfair to blame six cents -- six cents of the total 

.premium for the problem. Six cents, and that is what the industry has spent 
several hundred thousand dollars plus, collectively, on their propaganda ~n 
this Stat,, and it is unfair to everybody to do that. I'm not talking about 
the lawyers; I'm talking about the people. It is unfair to the people. 
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• ······. fhat i~ t_~Ef pea.son why we are having these hearings, to find out if 
tne.se facts at~ ;trl.ie, because we hear different facts from different people. 
1 don; t know if ithe Commisgioher i.s coming back: Do you know, Mr. Hooper? 

1 · F"ROM ~~DIENCE: Yes, he Juststepped out for a few minutes. 
~SSE'.MBl,.Y~AN ADUBATO: · .. Okay.. . . . . . . ·.· . 
ASSEM!3LYMAN KOSCO: . Mr. Chairman' Just ag a statistie that I have.;.-­

The percent of ~laims represented by attorneys in F1orida is 72~~, and in New 
J~psey it j_s 81i .. Th.e percent of claim dollar represented by attorneys is 
9796in New Jersijy, and B99b in Florida. So, we lead both categories on the 
attorney represe:btation bit. 

ASSEMB~YMAN ADUBATO: Yes. 
ASSEMBLYMAN KOSCO: That's all. 
ASSEMQ~YMAN ADUBATn:. All. right •.. While we are waiting for the . 

t;ommissionet,. I J10tice that the . Senator is . here. Before the. Senator comes 
up, 1 want the cb.mmissioner. to come back if he can, if he is able to, I mean, 
ifhe is notfie~upwith something else. That's what I mean. (comment from 
audiEfnce) ·.. The C?mmissioner is issuing a press release, I understand. Well, 
w~:• 11 W;3it. ynti~ he finisheff,his press release. Of course, the good senior 
cittteris clidh 't thave one. press release' but that I$ okay. · ... · 

.. I would like to read a press release from Assemblyman Thompson. 
lhis pl'eS$ release wa.s given to every newspaper that wdtes, around here. to 
the best qf our knowledge, not one newspaper carried it, and that is their 
rtght,. be.cause, certainly,. we do not own. any ·newspapers. . We. cannot force 
anybpdy t() p:tinlt:. facts. However, everythi11g that is said here today is docu..,. · 
mented, both Vi$lJally and by audio. . There are two audio sets. I have a 
cqmplete set~ aliitl the State. has a complete set. I paid for my own tapes, and 
l am paying fo.r (hy own .visual. 

11 · Assern9lyman . Thompson issued this press ·release, and I guess it 
wasfl't newswort~3/ enough, .and l am going to read H to you. "For release 
immediately,'' anti this comes from the Assembly Majority Office, and from the 
SfieakJi3'F Alan Ka.rhher and John Paul Doyle. ''Press Release,. Trenton:. The Vice 
Chali.r,mart .. or. ther, AS$einbly .• Hanking arid. Insurance. Committee today scored the 
<1ross funsensJti~·~ty .. of testimony by Insul'ance Commissioner .. Joseph Murphy, in 
whi'ch Murphy r~vealed that affordability is not part. of the rate--maki,ng 
sYst/em. 

'' I lhts its an . outrage' '. said Assemblyman .. Eugene H. Thompson' Democrat 
'fjt Es:ex •..... 'lhe-first . responsibility. of .. the. commissioner, and .of any public 
st:?rvant . for that/ rn.anner, should be to protect the people of Ne~ Jersey; .. in 
this Ga's"e, the l\l"otortsts,'•·· Thompson said. 'The. first regpo~sibility of the 
Collllfli$sio~er'. 9ri!:l of, any public ser\1ar1 t for. tllat manner ' should . be to protect 
the 'lll~dp~e of.Ne.~ Jer~eY, in th~s •case, the. motorists, I Thompson said •. (That 
w~s>repe~t,'ed fori. a purpose.) .. 'For the Commissioner to say.· that affordability. 
is not . llii fact.of in. ctmsidedn~ the justification of auto insurance rates 
shows .. gross·.•.·. inr}entsi tlvity,.' said ·.·Thompson. . . The Newark Democrat added' 

.. tt·~wev•~l.', thathe\~:as .not• surprised by Murphy•s $tatement9 'This. has he.en the 
.• Comrnissioner·•s •~ttitude 9ince he asswmed .. his position,' Thomps:on satd. 

·s.a.:rrce bhe . Comrn~ssioner's ~tlit.ude has. become policy' I Thompson continued, 
'it~ill b,e l!lp tp us. Democrats int.he. Assembly to see that affordabilH::y will 
l;,e,coJilf~ a r:actot'. in auto i.nsurance rate-making. The Banking ·and Insurance 
Corriin±ttee,, ,Chai fed by Assemblyman Michael Adubato, Demoe•r,at of Essex., began 
hod.din~· hear ihgs .. Nonday into means ·•of•. halting . spiraling auto. ins121rance 
pr~mi1.}ms in New :ilersey. 1 Thompson further objected that the Governor called, 
t,,hie hear1ngs t:inrjecessaty, and added,· 'the lack of information and the abuR­
tlt1ncc:, dT 111ininf1lrrmrt .inn rn'ovi dtid by the Hnp1::1rt11ic111t ahowa Mr. Koan· is· ·w.rohg .• 
These hearings i!ke necessary. As an example of the Insurance Department's 
011p1•0e'peredh€Ss,' Thompson noted, 'it was legislative leaders, 
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and Adubato in particular, who first discovered the Federal government's 
intention to cut Medicare aid to pay for senior citizens injurecj in auto 
ac~idents,' (and shared it with the people -- Ii 11 add that.· lt is not in 
ttie' press release "and shared it with the people") I The Banking and 
Insurance Committee first learned of this Reagen Administration c1,1t last Fall 
and, after consulting with Speaker Alen Karcher, sent telegrams to the 
President and to the Vice President, House Speaker O'Neill, and other highly­
elected officials,' Thompson recalled. 'Commissioner Murphy, in. all likeli­
hood, knew about the Medicare cut aa early as last June, but he remained 
silent. Governor Kean remained silent, and it was only after the Democratic 
leadership in the Assembly spoke last month that Mr. Kean finally reacted,_ 
and his only response was to consider a lawsuit. Meanwhile, 300,000 elderly 
motorists now face the prospect of paying premiums that will increase from 
$58.00 to $114.00 per car,' Thompson said., Thompson also warned of serious 
problems posed by Commissioner Murphy's suggestion to use casino gambling 
revenue to pay for 'no-fault coverage for senior citizens. 'It is a notion 
that should outrage every senior citiz'en in the State who benefits from pro­
grams financed by casino revenue, such as Pharmaceutical Aid to the Elderly, 
Li feline and others,' Thompson said. 'Casino revenue for· such programs is 
cc;mstitutionally dedicated, and cannot be appropriated for other purposes 
with the approval of the voters of New Jersey.' (It should have s.aid 'with­
out their approval.') 

"'If Commissloner Murphy did not know that he was . inept, ' said . 
Thbmpson, 'but if he did understand that his comment was the height of . 
cynicism, why should funds solemnly pledged to help our most hard-pressed 
residents suddenly be converted to subsidize the auto insurance companies?'". 

Unfortunately, this.did not appear in ahy newspaper, to the best of 
our, knowledge, in the State of .New Jersey, and that is their right. I 
be_lieve in a fre,e press. It is the. best thing we have going for us,. in spite . 

. of the fact that sometimes they are inaccurate, and sometim~s they do .not· 
take .the time to check facts, but that is not their responsibility •. • Their . 
responsibility is to be free and independent, ~nd we accept that a~ a good 
thing in our society, in spite of the fact that· it is not perfect,-- for.the 
record. 

Commissioner, bef9re you leave, l know you had to go out and gJ ve a . , 
press conference--
. COMMISSIONER MURPHY: 

briefly, to that statement. 
ASSEMBLYMAN ADUBATO: 
COMMISSIONER MURPHY: 
ASSEMBLYMAN ADUBATO: 

apologize. We wa.i ted--

. - . 

I would like to .~ake a response, jusivery 

Oh, I'm sorry. Go right ahead, sir •... ·· · 
That document you _read-- · 
l 'm sorry, _sir. Before you go any further, I 

. COMMISSIONER MURPHY: I understand. 
ASSEMBLYMAN ADUBATO: So, you know where that document comes from? 
COMMISSIONER MURPHY: Well, I gathered. 
ASSEMBLYMAN ADUBATO: Okay, as long as you know what it is. , 

. COMMISSIONER MURPHY: I just have to, obviously, characterize that 
document for what it is, · an inaccurate and political instrument. I will 
point out, just for.the record, and as an example of how accurate, or inac­
curate I should say, that document is, is the reference to affordability. /\s 
I walked in-- Would you read again for me, please, that reference to afford­
ability in there? I would like you to read it, because I want to stamp that 
out right now. · · · 

ASSEMBLYMAN ADUBATO: Well, why don't you tell me what you ~hink it 
said, and then I will read it? 

COMMISSIONER- MURPHY: Well, I want you to read it; you have it in 
front of you. 
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ASSEMBLYMA~ ADU~ATO: And, you also said that the L~gislature is 
responsible for the mess we are in in New Jersey. 

COMMISSIONER MURPHY: I did not put it that way exactly; I said it 
another way. I said that the cure to our high cost-- · 

ASSEMBLYMAN ADUBATO: I have your press release. Would you accept 
· your own press release? 

COMMISSIONER MURPHY: 
ASSEMBLYMAN ADUBA TO: 

release starts ~ff blaming the 
say that would be accurate? 

. COMMISSIONE'.R MURPHY: 
ASSEMBLYMAN ADUBATO: 

· you want me to show it to you? 
COMMISSIONER MURPHY: 

it. 

Certainly. 
All right~ If I show you that your press 

Legislature. for the tespbnsibili ty, would you 

Well, if I said it, certainly it is accurate. 
Do you ,accept that you have said it, or do 

Well, if you have it before you, let me see 

ASSEMBLYMAN ADUBATO: Okay. (Assemblyman Adubato requests Mr. 
Caramalis to go thr6ugh the press release until he finds the quote they are 
speaking about.) 

COMMISSIONER MURPHY: While he· ,is looking through the press 
release, I will make a very obvious comment, which is obvious. to everyone, 
that if the law is to be changed, it must start in the Legislature. · 

.ASSEMBLYMAN ADUBATO: You are absolutely right, and with that in 
mind1 Comrf!issioner, the As,sembly of New Jersey has been b_lamed for holding up 
the threshold bill. You and your Department have specifically accused the 
Chairman of .holding up Assembly Bill 1747, by saying, "That bill was intro- ·· 
duced on July. 8 and has not been heard." Now, we went through that whole 
scenario here about the fact that the request was not made until March, and 

. other things. But,· .let me ask you , something, sir, have you ever once, in any 
of your comments, in spite of the fact that all insurance legislation since 
1973 dealing with any changes in the system has been moved by this house and 
in this Committee -- any bill that has become law·that changed the system in 
any way, dealing with auto insurance, sinc·e 1973, the Assembly has been the 

· prime mover-- Are yo1.,1 aware of when Senator Saxton's.bill was introduced? 
.·. COMMISSIONER MURPHY: I can't recall; it's on the bill, whenever it. 
is. I don't know when it was introduced~ · 

ASSEMBLYMAN ADUBATO: Did you ever look?. -
COMMISSIONER MURPHY: Well, I have, but r~-
ASSEMBL YMAN ADUBATO: No, I'm asking you. You know when Dean 

Gallo's bill was introduced. Isn't it the same bill, word for word? 
COMMISSIONER MURPHY:. No, there are differences in it. It has the 

same general thrust. 
. ASSEMBLYMAN ADUBA TO: Would you accept the Saxton bill? 

COMMISSIONER MURPHY: Would I accept it? 
ASSEMBLYMAN ADUBATO: Yes -- as being as good as the Gallo bill, 

since you equate them as the same in your comments?. 
; . COMMISSIONER MURPHY: Mr. A~semblyman, what I am trying to do is 
get some cost savings. I'll accept what I can get, but I have told you what 
I want, and you haven't moved on it. You have had the bill there for months, 
'and you gave me some education the other day about written requests, but that 
certainly can't hold up the consideration of a bill. You've ttad that bill 
for a long time, · and you haven't moved it, arid I am going to continue to 
bring that message-- ... 

ASSEMBLYMAN ADUBATp: Sir~ you may dictate to your people, · but 
you'll never dictate to the elected members of this State. 

COMMISSIONER MURPHY:· Look, I. am a citizen of this State, and I· can 
represent myself here. 
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ASSEMBLYMAN ADUBATO: 
f_j.rat, then youlsel f. . 

You are supposed to represent the people 

COMMISSIONER MURPHY: Yes, sir, I do. I represent the people. 
ASSEMBLYMAN ADUBATO: No, you represent the people first. 
COMMISSIONER MURPHY: And, you have not moved expeditiously on 

~orely needed 1¢gislation, Mr. Adubato. 
ASSEM~L YMAN ADUBA TO: Mr. Commissioner, Senator Saxton's bill has 

been in there is long as Dean Gallo's bill, and I accµse you publicly of 
neverv asking for that bill to be re:tea.sed. 

COMMISSIONER MURPHY: Well, I' 11 have to check the record on 
whether •e have;asked that that bill be released from the Senate. 

i: ASSEMaL YMAN ADUBA TO: I 've checked the record, and I accuse you, 
publioly here, fight now, that you have never--

COMMH5SIONER MURPHY: No, no, you said I never publicly ...... 
ASSEM~L YMAN ADUBATO: No, you have never asked the Cammi Hee. to 

consider that bill. 
COMMISSIONER MURPHY: 

;~. 
l have never asked what Cammi ttee, the Senate 

Cammi ttee7 ·" 
. .. ASSEMBLYMAN ADUBATO: Yes, sir. 

COMMI$SIONER MURPHY: I do not understand your statement. 
ASSEMBLYMAN ADUBATO: Yes, sir, the Senate Committee. I mean, you 

have criticized the Assembly Committee from day one as being responsible. 
Ybu 1;1,ccused thi,s Chair of being responsible. Don't you know that there are 
two hou.ses. in t~is State? 

COMMISSIONER MURPHY: 
ASSEMBLYMAN ADUBA TO:· 
COMMISSIONER MURPHY: 

I understand that. 
This is not a unicameral Legislature. 
You seem to regard it as one most of the time 

on insurance matters. 
ASSEM~LYMAN ADUBATO: Well,. maybe you regard it as one because this 

is the only plaoe you critici.ze. 
COMMISSIONER MURPHY: No, I don't. I do not recall what activity 

we hav,e in Uie Senate right now; 1 would have to look at my file.. Let me 
turn to. my legislative representative. 

ASSEMijL YMAN ADUBATO: . · Go r:i.ght ahead. 
COMMISSIONER MURPHY: (Commis!::lioner speaks, to a member of his staff 

\:/ho is p•resent.) What are we doing in the. Senate? All I can ascertain here 
a,t this point is that we, of course, do not have standing in the Senate to 
req~est a bill to be released, and we·understa~d there--

ASSEMBLYMAN ADUBATO: (interrupting) What makes you think you have 
st.:1nding: in the. Assembly t.hen? 

COMMISSIONER Ml.:.IRPHY: l didn't say we did. 
ASSEMBLYMAN ADLIBATU: You 're acting like you do. You are trying to 

dj_eta.te; to this body. 
, COMMlSSl0NER MURPHY: I am not trying to dictate to you. I am 

poi;nting out that there has been a delay in th.e consideration of this legis­
lation •.. 1 might point out, also,. {or the record, that l hope that we will 
have an; opportunity to present oucr case for this bill in o-ur own way. · 

ASSEMBLYMAN ADUBATO: I'm still waiting for tha:t day to come and 
you will ha;ve. ypur opportunity, because you· certainly haven't done it today. 
But, •. in f:he, next three minutes, I am going to go. over. the . rso . filing. . One, 
ori J·anuary 7, ·. you issued a p,ress :release talking about . I SO getting .an 
a.~ditional 71J increase, with no mention of the class changes that you gave 
increasing the rates of one million,· or more;, adult drivers in this State, . 
while--

COMMISSIONER MURPHY: 
ASSEMBLYMAN ADU BA TO: 
COMMISSIONER MURPHY: 

And, if--
Wait a minute, don't you interrupt me. 
What do you mean? 
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order. 
~SSEMBLYMAN ADUBATO: Don't interrupt this Chair; you' re out of 

COMMISSIONER MURPHY: Okay. 
ASSEMBLYMAN ADUBATO: You are out of order. 
COMMISSIONER MURPHY: Continue. 
ASSEMBLYMAN ADUBATO: · On January 7, you issued a press release 

rlising the rates of one million adult drivers in this State, without one 
word on your action. That was a request . that was in the Department of 
Insurance since 1977, and was refused by your.predecessor every single time 
that request was made. And, it was in every filing, so the fact that it 
appeared in the filing when you granted the increase, has nothing to do with 
the substance .that you granted it. The fact that you refused to tell the 
people of this State what you did does not excuse it. The fact that an 

· investigation by a reporter -- and, when he interviewed the people at ISO, 
they told him of the changes, not anyone in your Department. That is how 
that got in the newspaper. And, when Dean Gallo was called by me an~ 
informed of this outrage, he said he wanted to "soft-pedal it." He. said, 
"Mike, let me call the Commissioner and ask him to rescind the order," and I· 
said, "Dean, I would rather have it that way; go ahead." And, he called you, 
according to Dean Gallo -- he called you on the phone and spoke to you, and 
you refused to rescind the order. Dean Gallo called me back and told me, 
"Mike, whatever you have to do to rescind that order, I will support." This 
is the Republican Minority Leader. 

. I had a letter hand delivered to you, sir, to your office by Spires 
Caramalis. After you read the letter, I ~poke to you on the phone and I 
said, "Commissioner, would you rescind that order?" and you, sir, said to me, 
!'I have to check with the Attorney General's Office, because I don't know if 
I have the power to do it." I said, "Finet" and you said, "Call me back and 
r will let you know.'' Or, I apologize, you were going to call me back. 
That's what it was, but you didn't. L waited several hours, and then I 
called you, sir, and you got on the phone and you said, 11 1 was just about to 
call you, but~! just got the Attorney General's opinion." I said, "What was 
it?" "He said it was unclear whether or not I had the power to rescind the 
order." That was your statement to me on the ·phone. Then I said, 
"Commissioner, what does that mean?" and you said, "Well, it speaks for 
itself." I said, · "Well, does that mean that it is going to stand?" and you 
said, "Yes." I said, "It is not, but thank you." And, that was the end of 
our conversation. 

Following that conversation, I came to my good friend,·Assemblyman 
Louis Kosco, and told him exactly what I am telling this body publicly, and 
Dean Gallo confirmed every word of it, to the best of his knowledge. We 
introduced a resolution calling for the public hearing to investigate that 
situation. When the resolution was passed unanimously in this house, I, sir, 
called ISO in New York and read the resolution to them over the telephone. 
They said they·were not aware that this was causing such a controversy. I 
said, "Well, when the Commissioner of Insurance increases the rates of one 
million adult drivers, no matter what his intentions may be, to lower some 
others" -- as Assemblyman Kelly, who is not here, pointed out today-- For 
five years, I have had bills in that our good Governor finally signed, that 
will totally go into effect on January 1, 1984, that reduce the rates a lot 
more, and a lot more equitably, than the I SO filings did. When I satthere, 
and these good peopll:l from ISO, after I read the resolution, called me back 
and said, ''Assemblyman, can we meet with you?", I said, "I invite you to call 
me." They are not lobbyists; these are the corporate people. I invited them 
to the highest rated territory in Newark, and the price for coming to Newark 
was. to drive around the Forest Hill-North Ward section of Newark. The 
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0'fd.s, Htfog, I fje_ard ail day long was, iiCan we buy a· hou1:3e here? It rs l;>eauti.,.. 
fti'J;; we h'evet kpew Newark was like this. 11 And, after I bought thei_r lunch at 
Nanfna,is in th~. Park; they decided to take_ the suggestion I made that they 
asf< for the tesc'ihding of that order back to their people. They called me 
the rie'1<l cfa~, iYt the day after, a:nd they said, i!Ass·emblyman, we know_ how hard 
yo'U have beeh Working on this," and I must say that ISO, from day one, while 
tffey may have disagreed orl some of the thirigs we were doing, has been totally 
cbopeNi.Hve, tdtaliy honest, and of the highest integrity, imd they proved it 
a§airi 1:iy asking you to r-escind the order, which you did the fol,lowing day. 

'Now, ,lhat is what happened, and if you would like to respond to 
ahythihg i _have( said;. I. would be df;}lighted -to_ be corrected. 

COMMI{>SIDNER MURPHY: I certainly would. In the fir1:;1t place, !els 
pointed out; this filing you speak of which I approved on January 7 -- the 
wHtHe filing had been in your hands for a number_ of months, not only it., but 
a4iso a sUnlmai'y :,of the file. You were made fully aware of that. Is that not 
so? 

ASSEMBLYMAN ADUBATO: Of the filing, yes, sir. 
COMMXiSSiONER MURPHY: And of .a .summary thereof? 
ASSEMBLYMAN ADUBATO: Yes, sir. 
COMMISSIONER MURPHY: That is true? 
ASSEMBLYMAN·· ADUBATO: Yes, sit. 
'COMMl.SSlONER MURPHYt Okay. Number two, when you called me as you 

did, fou asketL·rne_ to roll it back. ! 

. . _ · .. A55E::t-1BLYMAN ADUBATO: . Wait, wait, wait, let's go back to De1;1n 
Galh'.111~ tall_ ffrst. Did. Dean Ga:llp call you? 

C0NMI'SSIONER MUHPHY: Yes; Dean did call me. 
ASSt~BLYMAN ADUBATO: Did he ask you to rescir:id the ·order? 
'CO'M~~S.SIONER MUH.PHY: Yes, yes he did,. · 
A'SSE~BLYMAN ADUBATQ: Okay. And you refused? 
GOMMiSSIONER MURPHY: Well, now wait a 'moment. I said to hi,m the 

si1ffue ithtng t i3'~id to you •when you. called me. 
' ASSE:tiiBLYMAN ADUBATO: Oh, I'm sor.ry~ that is not what D.ean GaUo 
t•old 1me~ bi,H,lil Gallo told Mike Adl:ibato that yeu refused lo do it. l ap.olo~ 
'giie·. I c:a:n ot,jly gn by what he told me. 

1 tl1iMMlSSTONER MURPHY: No, no, wai;t a moment. I did indi:cate to him. 
\that I 'Was nol; i:nclined to do it, but :when you called me I said .there ,.was a 
bht'e~hold qu·est_ion. 

ASSEMBLYMAN ADUBATH: Pardon sir, what question? 
COMMI'SS!ONER MURPHY: A threshold question as to iwhether or not I 

haa 1t"l'l'e ipower 1t'o 'N,~scind a rate •which was already in effect witho.ut a hear­
lHng,. 'I 'talke0,i:t0 the Attorney Generai about. that,, as you stated. 
, . . ~SSEMBLYMAN ADUBATO: By the way, 'I never got that :tn 1writin.g from 
<the '.i);;Httirl'l'ey Gene·r·a1.. I •requested il several times from your of;fice. Who 
\1/.fl'..s. 'the 'Abthrney ,General you spoke to? · 

COMMlSSTONER MURPHY: John Hayden. 
1\SSEfflBLYMAN ADUBATO: You ,spoke to John Hayden •. 
•coMM!SSidNER ·MURPHY: Yes. 
ASSEMBUi'MAN ADUBATO: Would you please ·have John Hayden, sir;..- I 

·mean,, this ·has been since the early part of January, and I ,am st1J.l .waiting 
"fo't 'Mr,.. Hayden to send me a wr·itten repor:t <on ,your phone conve.rsation. I 
''tion 1:t 1waht lo ;push this, but 1 still haven't gotten .it. 

Cd'mmi t'toee. 

,. 

CbMt;-J'.IS5IONER MURPHY: 'Wen, that is a matter "between ,you arid 'Mr, 

ASSEMBLYMAN · ADUBATO: 

COMMISSIONER'MURPHY: 

No, sir, it is between you and .this 

No, si~, it is n&t. 
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ASSEMBLYMAN ADUBATO: Did you request this of Mr. Hayden? 
COMMISSIONER MURPHY: I did, and I w:Ul tell you what he told "1~• 
ASSEMBLYMAN ADUBATO: Did you request a written opinion? 
COMMISSIONER MURPHY: No, I did not. 
A5SEMBL YMAN ADUBA TO: Well, I thought you said yoy were going to 

tjive me that. I'm sorr~; I misunderstood you. ·· · 
COMMISSIONER MURPHY: No, it was an opinion over the telephone. 
ASSEMBLYMAN ADUBATO: Yes, and I al;!ked for confirma~ion in writing, 
COMMISSIONER MURPHY: I do not reca,11 th13t, . 
ASSEMBLYMAN ADUBATO: Oh, I apologiie then. I thought you knew l 

was waiting for that. 
COMMISSIONER MURPHY: I don't reca~l tha,t, but ill 1:lr)Y event, let's 

pursue that for a moment. 
ASSEMBLYMAN ADUBATO: Go right ahead. 
COMMISSIONER MURPHY: He! said t:hat it was unclear, or words to that 

effect. I, as a lawyer, felt I did not have the right and, incidentally, l 
think we should put on the record too, that during th~$e cQnversations yoµ 
assured me that you had no quarrel with the 7% increase. 

ASSEMBLYMAN ADUBATO: Absolutely none, 
COMMISSIONER MUR~HY: You have none. . Th13t' s righ~," sir. 
ASSEMBLYMAN ADUBATO: Absolutely none. I thoµght that was yoqr 

prerogative, and you have the facts bet:ter than I do and, whHe I may nC>t 
like it, and I said it on this floor~~ . . · 

COMMISSIONER MURPHY: (interrupting) You had no OAjectiqn to it~ 
ASSEMBLYMAN ADU BA TO: I said' "Whi.l.e I may not like it' I Im not 

criticizing the Commissioner for the 7~~ increase." 
COMMISSIONER MURPHY: That's fine. 
ASSEMBLYMAN ADUBATO: Did I say tha,t on this floor? 
COMMISSIONER MURPHY: That's frue, b4t I wanted that to be on the 

record. 
ASSEMBLYMAN ADUBATO: Fine, Pl.It it on the recorq. 
COMMISSIONER MURPHY: As a matter of law, I t:hJQk it is a vert 

serious question whether I could have acted, Now, I won't: teH you thaLJ 
was not inclined . at that point to disapprove that rate. inqrease anyway, 
because it seemed to me that this was the logical thing to i;lo in vie\" pf Wh~t 
ISO,was doing in other states, and this was an advancement of that pro~ram, 
and in view of what A-1696 will do come the first ~f neit year. On the qth~f 
hand, when they came to me and asked for its withdrawal, as I ptJt in m)' 
statement, I acceded, and they withdrew lt, and that ended it~ · · · 

· Now, of course, one of the res1,1its of that, which Mr. Kelly brq4ght 
out onMonday, is that in districts such as your own, younger people, yq4r'19 
drivers and senior citizens are currenqy payirig consid?raply mcn'e than th~y 
would have under that revised filing~ · · · 

ASSEMBLYMAN ADUBATO; How about the peqple in the s1.1burbs? 
COMMISSIONER MURPHY: They are paying less. 
ASSEMBLYMAN ADUBATO.: Wait a minute, H.ow about th~ million ad1.1U 

drivers in the sub1.1rbs whose rates you wanted to raise, to retjuc~ t~e rat~s 
for the people I have been fighting for all these years, and 1 · 1:1qcuse that 
filing of being a smoke screen, because you know, f:l.nd Mrr CqCJper ~nowq, ~nd l 
know that Assembly Bill 1696 reduces the rates of teen-age drivers in th!1' 
City of Newark as much as 4m~. · · · · 

COMMISSIONER MURPHY: That's right. 
ASSEMBLYMAN ADUBA TO: So, how does that correspond to what yqu 

did? What is the percentage of rate reduction that thos~ ypung people WDLllq 
have had? You said substantial. Do you know what it is, relating to th~ 4Q~ 
that Assembly Bill 1696 does? How dare you compare that fj,Jing? · · 
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J:0Jv!MI,~.~.rnNER MURPHY: 
9q ii-ntP .~ff:~.<::t"'"t · .. ·.. . . .. 

ASS,EM,BLYMAN ADUBAIO: 

lhat oo,esn' I: 

flt3,Q,g ,qrtYet!$ Jr lh~ f~4b9rb.~. · 
.. • .. E()MMJS6lQNER MURPHY: Look, you'J·~ .obfu~.c~ting this~ 
L . .~§$~t-iij:L y~~N AbqBAiq: No' I?in n?l; I Im te Hing YO.LI t,he tn,tn. 

OPMM+S6IpNER MU:RPIW; . Assem~!Y 13ill 1696 qp;e.s Jnto effec;t 
J~;r)µqf3/ 1, f98/l ~ Tbfs wo.t.dc;I h1::1ye tf:lken effect Or) ;January'.7, tl)is yeElr, so in 
th~l: ih~~rim pef ipcJ these people are ;payin.g ll)Ql'e n:ioney. . 

t . A~s'.f}1~LYMAN AD.U.BAfO: I tJ':link it was Jqnuary ro ;it went ;into 
J~Ffe,cL 

COMM:f:SSIONER .MURPHV: A'~sEM:~L YMAN · AOJJBA ro = 
ij frfq~,y-~ ... , . . . . . . .. 

~ · ... COMMISSIONER MURPl:JY: 
A$:5£MijL YMAN ADUl3Al0:· 
'coHM'+~'sr'QNER MLJRPHY; 

W~ll, wh,eneve;r i;t ,was. 
I think you issped file order on Ja,nq1:1ry 7, .on 

( in~err1JpHn.g) I don't ,cElf e. These, p,ec:ip.)..e--­
And, it went into effect, on a Mond,~y. 
TtJ.ese people iry yo1Jr di$trict are· payi.n,g mo;re 

A$?(M~LYMAN . ADUBAlO: . The .. people i.n ll)y. cJislrict are fin:c1py . going 
tp :g~t ~cc4t~tej{r.eHef, you 're right. Sut' you knpw; J W:ant tp c,oncJ4.de this 
P~fn-Pn RY ~~¥il'!9 to YP!J t~~ fa.ct th~t the.PubHc Advocate, the CIJ~irmanr the 
perwi~, Yimr pr~~s rele;:is~ -"'- t.he fact that l asked for tl),at fHin9 -- is 
t~at th~ way t ;got the filing, or did ypu presentit to .me yptunlarily? :Did 
J 'sin~~ f:tjr a cop)'. pf the <mo filimJ; or did Y.QU Just send it tp me aqto111atic-Mli7 .... • .. ;, .• . 

COMMlSSIONEH.MURPHY: 
Ars'sEMBLtrMAN .. ADUBATO: 

thM: I ~iq nPl ,r!< f~t? 
'C0MM[SqfO~ER MURPI-P(: 

. A~GEM~LYMAN 'ADµijA TO : 

No, you asl<ed for .a·· popy 0f it. 
AH. ri9hl:. Have yoµ evM· sent nJe a filing 

l: d.on' t kn9w; I don' L think s.o. 
Yoµ have not. · Well, ask Morgan $h.umake; .7 '1,e' s 

s:i-H-iog.pehln~ .YP4• 
··.· · · · MR~ ~~µ~A~E: P~ff9on me? 

ASSEMeLYMJ\N AD.UBATO: H,aye you ~ver sent this Chair a filing ~ith-­
. Al:lt it Peln~ re~ue'Stecf by' us? 

· · · · ·. COMMISSIONER MUijPHY: (cpntinµes tp .a,nswed Well, I do not realiz.e 
¥1il\Jf fcde ill. th# T1:it9-111~~irJ9 prpcess, qui tel frarikly. 

;l\S§EM.ak¥M~N A(:)UBMP: . YCl!-1 never. did •. H,;1ye yoµ eyer sent vs. a press 
tel~g13e yntil 'I"~ p!-it it in w;riting? I c1sked t'4r ~ Hooper, and l J1sk!:!d you, for 
ITJQpths' ·. I . p9:iled Mr. liqoper . on the phone several times; he. is ,El.· delight fµl 
~:~i~PR tg. ta,ik to ( ~nq. l fne~n thaL ..•. I · ~fil 11ot being f Elcetious. _ But, for the 
Hfe pf !)l,e, l Gannot ur1qerstE1nd. whr .•. El. ~i.ll')p:J.e request f c,r copies pf the press 
l'~l,a,,~'e~. ~ere never sent to. U!:, JJ.ntil .we put H. in writing. We finally got 
t-hrm '~J+t s~~ roq11f:h$ aft.er we EIS[<ed for them~ The day we f!rst Jrnked fo.r 
'Miem is #~t~lC>gµ~q in Cl.lJJ,' di8cl'Y. ! 

. ' . MR~ ~OQPrR: May I . say somethiF)g? 
> · .. · .. ASSE:ME}L YMAN ADUBI\J!J:: I 'rn so fry' fvlr. Hopper; i~t me finish. I 

.· ~P,~:J.p~tz~? ~qt ile't me finish, Mr., Hoopei.-~ The impprt,EIAt. thln9 t.s thElt th~t 
P.r~§!S Jfl.¢..Els.e w~pt ot1t Elnd. was given lo the Pllblic AclvpGElte, a,nd nere is . ? 
P$>p)' 91f lhe press. relet:lf3e t13lking abDqt the no increa5:e~ There is pClt one 
~~-f P in h~re. : V+rice Zarat~ fJ?Om t.he §.ts1r-LedqM found out l:lbCll.Jt tho~e 
ptjS,f!<;:J?~t ~n9 no_.L from your office •. He fmJnd out ab.qqtthe!Tl frqm ISO. The 
PupJip AcJypc~te s<3ip he ~l:lW this pre!3s relea!3e, but he had no knqwleqge that 
yct,14- ·11ad iom+eme~teq tt;ie claf3s change, ~nd he is going to testify next. . 

. COMt1lSSLONER MURPHY: Fine. . 
ASSEMBLYMAN ADUBATO: ,l\nd, that is. the ch13rge -.., that you did it 

withqqt notifying the. people~ There is a definite pattern in your office of 
ncrt understanding why you, are there. That is the problem. 
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COMMISSIONER MURPHY: We understand exactly why we are there. 
ASSEMBLYMAN ADUBATO: Would you tell us? 
COMMISSIONER MURPHY: I will stand on my statement as I submitted . 

it on Monday, and that is not to be distorted. . . 
One other thing while we are here, you talked about this press 

release and asked me when we got it out. This was at the beginning of the· 
meeting this morning. 

ASSEMBLYMAN ADUBATO: Yes, sir. 
COMMISSIONER MURPHY: We got this out at the same time we filed our 

statement with you. This is merely a comment on what is in my statement. 
ASSEMBLYMAN ADUBATO: Oh, it was not a comment then on what 

happened on Monday? · 
COMMISSIONER MURPHY:. Of course not, how could it be? 
ASSEMBLYMAN· ADUBATO: Well, wait a minute. I don't understand 

that. You know, I'm not a press person, and I am not as smart as-­
COMMISSIONER MURPHY: (interrupting) This is a release based upon 

my statement. 
ASSEMBLYMAN ADUBA TO: Wait a minute, forgive me, sir. I accept 

that. I am not a ,press person. I am not a press person~ but I think you 
issue . press releases based on facts, based on what you do. That press 
release was written, by your words, on Friday, the weekend before the meet­
ing, arid you submitted that press · rele.ase on the Monday indicating what 
happened in this chamber. 

. COMMISSIONER MURPHY: It merely said what I have said. 1 • 

ASSEMBLYMAN ADUBATO: Forgive me, sir. Forgive me; don't interrupt ; 
. rne. You're out of order. Now, if the press is goin,g to write. their story 

based on a comment on the Friday before the meeting takes place and, by the 
way~ they did print part of your press release, unfortunately-- I don't know 
where they were, some of them, but that is their problem and their con­
science, not mine. The point is, sir, you have every right to issue a press 
release on the weekend before, you give testimony. That is your privilege. I 
am not criticizing that. I am just saying I would never do it, because l do 
not think it is fair or reasonable or rational. That is my opinion; it's 
only an opinion. 

Assemblyman Kosco, do you have anything you want to talk about? 
ASSEMBLYMAN KOSCO: No. . 
ASSEMBLYMAN ADUBATO: Commissioner, I want you.to know, and I mean 

th~s, we do appreciate you spending all this time -- all day Monday just 
about. · We've gone twelve minutes past twelve and, for the record, 
Commissioner, I honestly think that if I was working with you in a conipany, 
that you and I would get along fantastically •. _I· really believe that. ~ 

· think you are a heck of a taskmaster, and I think you are .a tou~h guy, and I· 
think you are a detent guy. And, I am not saying this to be ~ute~ · 

COMMISSIONER MURPHY: Thank you. 
ASSEMBLYMAN ADUBATO: I also want you to know that when you came 

here, you were what New Jersey needed when you came. I say that for the. 
record. I was glad you _were here, because I think what you provided was 
sensitivity. You corrected a lot of the ills. You made it easier for us to 
communicate with the industry, which we needed desperatedy. This is my 
belief, and I have to tell you the good side, and it's true -- my truth, my 
facts. It doesn't mean it's ·11 true, true.II . Tb me it's true. And, I want you 
to know that for whatev_er reason -- I do·n' t know what the reason . is, and I 
don't know why we have not been able to get you to understand, in a nke way, . 
. that this is not a company, this is a government, that here we are, as you 
said, in a fish bowl, and here we are primarily responsible for sharing 
information,· not necessarily answers, but information. I'm rn;,t giving you 
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@n~ pat QA the back.that you don't deserve, but I am as quick, I hope, to 
gi,¥e a jqsti fiable oompliment as I am qu:i,.ck to criticize, and I hope you 
~cc@pt It:; 1 not µs a· smoke screen, not as someone who is trying to -- you 
know, gqi,ng thro1,.1gh all the bitter worc!s sometimes that we have gone through 
i~ the,~, two days•~~ not ~s a cop~out, beqause !tis not. I am not doing 
t.h\l?; for you; l '.:rn doing it fqr, me, for my conscience, my fairness, because I 
believe, e~erythfng I have j1,.1st said in the last forty seqonds, just as I 
belteye, everythihg l said in the last two days, whether you agree or disagree 
wHh me, Ancl, . I hope yoli bel.i,eve that I have not said anything I do not 
be.Ue.ve, I t:nay be wrong in some qf the things, I said; I'm not perfect 
e,ith.er, I don't knq,w whc;i is. Bµt, I did no.t make one statement in these two 
d,a:X9 t;h~t I d,.i,d .rot honestly believe to bl3 fact and, if I didn't believe it, 
daOJP i,t;, ~ !'WV(;}!.'. wgµld have said it, whether I'm i;-ight or wrong. And, you 
know, s0,nie,t;hing;~ ~ think that is yo,u, in: a lot of ways, whether you are right 
9:i;-·1 w,:,;ong,'- but y0u say what yo.u believe. That is something I am not criti­
ci,:ziti\g~ 

l WijPK yo,u to know that . as. one decent human being, as I hope I am, 
tq lil,nqthl.i3J d.ecenl t:,uman being, that in spite of the heat and sometimes the-­
Yo,u are, nqt ttie., ogre~ I may have sounded that w.ay to yoq, but you are not 
t:l;le, ogr,e, Y,o.u r;i:ever will b.e. You have been a service to this State, and I 
j,lrn;t thin~. you could have been. a lot greater service, a lot greater service 
.lf w.~y~e1 y(?.lJ h9d an opportunity to unders.t.ancl us a little better t before you 
w~re thrus.t iAto, this, posi,tioh, because frqm a business standpoint you didn't 
neeq, ~h,~t e~pos,t,.i;i;e~ but from a g,overnmental standpoint, 1 really, honest to 
Q~,d:,, thin,k yo1;,1 needed it@. Anq, I c;t,on I t blame you; I think it was unfair to 
yo,u., ~ h;<;>n.e.st t(p Go.d think it was tmfair to you and, not only that, but my 
w1~t7~ ~n.d.\ kids tl:link you are a. heck of a good Irishman. 

€0,,1J;1QJ:is,;Mo;1<1~r, thank you very mu,ch for coming, I really mean that. 
lharl!< >;ou, a,!.l f;~r coming. Anybody that thinks I am corny,. I am, but I 
b~~i_e,v,,8,' eve,l',y.thip9. I. ~.ay~, Commissioner, I. would. like to shake your hand. 

CQMl:4:ISStQNER MURPHY: Thank yqu very much., 
. ~SS~MJ3'n-YMAN ADUBAJQ.; And~ thank you for your patience. I know 

tqat .1.s, nqt 8> gtjpd story for the p,re,ss,, gentlemen, b.ut that's me.. Senator 
la:s.~in~""! Co.mmissiort~J;", Commis.sioner ..,...., is the Commissioner gone? 

MR. CARAMALIS,: No, he.' s here. 
ASSEMBLYMAN ADUBAJO: Ask him if hi:} can. come in for five minutes, 

p,l~clJile., I apologize. (Comrnis.sioner Murphy returns to room) · 
Commis~ioner, in the spirit tha.t we left of working together,. and 

e1'(:e~y9:r:ie e.nti tl.ed to different idea.s.9 I respect very much Senator Laskin 
CO,(fling mel;e, .. because I kno.w Senator Laskin to be an outspoken man, a man of 
i,nt.e..gcrit.y, and; a. m<:1p ,. in simple words, 'who calls it as he se.es it. And, I 
w,~o.t. t.q, t:har:ik, h~m, eV,en though, this is an Assembly h!;laring, fo,r accepting the 
inv.i.ta,tipp, i;:e>) come,; here to: share his views with this Committee. Before h.e 
SJly,s. ap,y:b,.bi,rag,,, wt,~,be.ver he say,s•,., whe.ther we. agree or disag;ree,, I wa.nt you to. 
kJJP;W I :i;e,s1c,1.~,~t h,im very much for coming her~, and that is, important. thanks 
an, awJ;:l,1,1' lo,t. S~nator Laskin. 
~•··· r Nr Ji.,, \ 0t Q,, 1;.· ·~ ~·. e,. . l. A, S K I N;: 1. am going, to get r i,ght to the point, 
~etatJs13 for, t~q · ye1;1crs I; have been li,stening to. this no-fault r·eform and the 
thre:,s.t:to1;d, and, t;h'e, irasurance companies and the. bwyers. About an hour ago--

ASSEMBL:YMAN ADUBATO: I'm sorryt S.enato:r, they can't hear you. 
SE:NAlOij: LASKIN:. About·· an hour ago, you made, the comment that you 

dQt ricit hcJve, the; answ.e,rs, and that you don I t. think anybQdy has the answers, 
ai;id th!:l,t is, why you are working, so hard to solve this problem.. Well, I am 
g9.ing,, in my, usual e,gotistical .way, to tell y.ou that I think I hav.e the 
answJH'. I think the answer is so obviously simple-,-

ASSEMBLYMAN ADUBATO: Senator, forgive me. We do Have the answers, 
b.ut w.e d0n' t want to admit it. But, we' H listen to your answers. 
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SENATOR LASKIN: Oh, all right, okay. I think the answer is so 
obviously simple that a lot of people, including you up there, and us out 
here, have had knots in their stomachs for about a year and a half wondering 
why we do not see the obvious. 

As you indicated before, there are now only fifteen no-fault states 
in the country. There were seventeen. Two of them threw the systems out and 
went back to the old fault system. Most of the no-fault states came into 
being around the early and middle '70s when it was the thing to do. Since 
then, there has not b~en this d~ive to go to no-fault, because the no-fault 
system has not worked. Why am I here? To beg you, and those in the 
Administration who may hear me, that the simple, obvious solution is scrap 
this system and go back to the fault system that thirty-five other states 
have, and fifteen do not · have, and my guess· is that the majority of the 
fifteen will soon go back to the fault system, as two have already done. 

The system doesn't work. What is no-fault?· No-fault, and you' 11 
pardon me for being overly simplistic, but for people who have been listening 
for two years about all these insurance words, we do not understand about 
thresho.lds. We do not understand about ISO and PIP and all . that other 
stuff. The no-fault system, very simply, says that you and I -- we -- pay a 
premium for somebody else's fault. That is what the no-fault system is .all 
about. I pay a premium to protect me from the negligence of somebody else. 
The system is goofy in its conception. · The theory makes no sense and, overly 
simplified as I have just done, so the average person can unders'tand it, it 
makes even less sense. We are paying the highest premiums in the country 
because what we are saying is, "If somebody else does something to me, I am 
going to pay what he should be paying." That is all that no-fault is. Scrap 
this system, and I am going to give you a good reason why. . 

We, in the Legislature, are supposedly concern.ed about the high 
cost of insurance. We are also concerned with adequate and proper insurance 
coverage. Of the thirty-five fault states-- I want to give you a statistic 
and if you ask me to back it up I can, because I am 6ne of the few who is not 
afraid to say that when I do talk it is based upon facts. If that sounds 
egotistical, so be it. But, you are not going to hear anything from me that 
l can't back up. The average premium that we will s,ave, based upon the fault 
states' and the no-fault states' average is, Smo -- 5-0-~o. . Our premtums on 
the. average in New Jersey will be lowered by 50%, if we go bac::k to the fault 
system and eliminate· the no-:-fault system. . And, I will show y9u dollar 
amounts for every state in the country, as I am sure tl:)e Chairmar1 of this 
Committee already has. Now, that is the first thing, and that is. the easy. 
thing to do, and I really do . not think anyone would . argue with. that ,..­
insurance companies, lawyers, consumers, legislators -- I really do not think 
they would. 

Now, in addition to that, you clean it up a little bit. There are 
· some little things that ought to be done that I never hear anybody talk about 
because I guess~- well, I'm not going to say that -- bot, maybe there is a 
fear of losing some votes from some groups.· There should be some things that 
we do, even if we do have a fault system. We should institute arbitration. 
I heard Chairman Adubato talking about Philadelphia, Pennsy 1 vania. They 
have a system of arbitration which says that if the claim is $10,000.00 or 
under -- by the way, about 85% or 90% or even more of the actual lawsuits are 
settled for $10,000.00 or under-- I don't care what you file in your 
complaint, if you ask for millions, but they are settled for $10,000.00 or 
under. Pennsy 1 vania has an arbitration system which says if you. have a 
$10,000.00 claim or under, you don't go to the courts. You don't clog up the 
system, because in , addition to high premiums, there are indirect 
disadvantages. You don't clog up the court system with the average lawsuit. 
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· o/~u: tj,r:f tq, r;ttbHtat . .ion if H is a $,1iO',OOf:l.100 claim or u,nder. WhEit does that 
;tJo? .. · lt e0xp~di tes ,the' resolution 'of the claim, because'' the ar~itrat::.ion 
· ~tdee~!U~e mov~ rHong, 1n, ,, a irratter af . morttha, whereas. the c'.ourt syst_em can pe 
tWd .o'i tnree years. So,: that Is what should be done, no matter what system 
)"d'ti haViik . . . . . . .· . . . . 
' · . f~e- :,1e*t poinl, is.;.:.. .· 

ASS'EMBLYMAN ADUBAto: Senator, m~y' l interrupt? I want you to 
t!dn1tin:ue, but k>'n -these points-':" ·. 1 · • · 

SENA.TOR LASKIN! I have three Qther points. 
Ass~~BLVMf\N: AOUBAlO: Ii in sorry; go ahead, Senator. . ' ' 
SENATOR LASKIN: The next point .. is the ~.ickback system.. 0Qas that 

bother y9u? . f don't ' meari you personally.. • There is a tremendous . kickback 
~ystem whi.tih alscf 'drives lip, the premiums. When you go to buy a. car at an 
ij:Uti~mob:ile ti13~lership, I'm going to tell .YOl! Jhat a lot of sal,'.esmen, and I 
fdoh' t ·khow if. they are yours or miiie, but, in the· industry, salesmen will 
steer a t?ar b4yer lo' a particular. insurance agent or company, in return for . 
which he illeg~Hy gets a kickl:>ack •. We can ca1i it a "commission, 11 but it is 
a k:iddiack, Now; that is. prohibited by the· r·egulations of the insur~nce 
t:6lripartt- but il is not prohibited in .crHninal law~ That is where the change 
flits tci be made!~ if you make it a crime, people wi u worry' about it'. . If you 
.rnake it. a regu1atioll; nobpdy ls going to worry too mu.ch about it; so you will 
.tiav,e, ldcl<back~; to the_. auto~~bile salesmen •.. You also have kickb.acks when 
'people are steered to collision shops. Thiit ought to be prohibited in 
t:fimiha!' iaw. : 1 f I ha.ve an accident, I don't want my adjuster to say to me, ··u~~, go .ta coliison shop iA, 'Ii because if 1. go to collision shop 'A' that 
adjustei'' ls going to get --a kickback from I 'that' collision company. That also 
drives up these premiums. That ought to be illegal in the criminal. law, not 
ijl:J·st by teguiaUbrh That is another cleanup point that ought to be made. 
There bUghl to;be a st~hedule of bt>dy 13hop charges. The Commissioner, I know, 
is very familiar wltl;l C:hilton'sM$riYttl, which happens to be a standard in the 
j:ndus'try. <'Chilton ':s J-1,~noal sets forth the rep.air cost' and the hourly wage 
,~'osb, · 'for ev·ery ,cone·ei\ia'ble ·item. Ou.r Commissitiner of Insurance ... - . his 
E>ep'atf~e'nt ,:,.:- blight lo :pro.mylgate a schedule of costs for ~ody repairs, so 
'.tfia·t if .yti't:1 _ a-re .·. i"nsurea and you go to a collision shop lo have your e:;ar 
t'ep:aU·'e·cJ., they ci:lnnot charge more than. the schedule~ That would drive th~ 
€o'sls bT re.p'airs down, and would al~o dr'ive. the premium . down. . . . 

. . Ttret'~ ~r·e 'S.0 'mahy li tt1e:; obvious things that we could do, but 'We 
have ;sp'e'nt b10' y~iars talking al>out insurance· companies :versus· 1awyers, ,and 
b'a'ck 'lifnd -'Forth. These things are so obvious~ . You c·ould .clean up ·the system 
ih 'a 'W~~k, 1ana :01,1r lnst1r&nce premiunrs would 'he the lowest in the United 
$t1ates if you 'e·nacted th¢se so~called reforms~ .· . . . . 
· . . .. .I- think · I have · tal1ke.cl' enough; I said five minutes, but,·• 

. €d'mmlssio'her, \iciu c'.an 'bla:tne me fot dragg·tng you ba:ck, because t rea1iy wanted 
yotJ fo hear'-- . . ... · .. : I ·• · .···. · . . · 

. . •COMM[ Sst•NER 'MORPHY: .. • We! r·e ·. interesled .. 
. 'SENATOR LASktN': ·. :< continu1ng > . what< r wanted to •SBY. Chairman 

8dtll:fr:ifo ve'ry :ni.cely took the .blame •when he said he would get the Commissioner 
'l,\)aek •. ·· 1 want :·you lo 'know. I wanted you here to hear these ,idea:$ •.. I a·m so 
sick an€! :tired' ,if <two year a · of this ncinsense. . . These . are obvious .solutions1, 

l'e'.t'~ :,ao thein•, 8;ndj: think you wiH agree. Thank youve,ry, ve.ry 'much-. ' 
:~sst~BLY~AN ~DUBATO: Do you ha;ye a ·mo.merit; Senator? 
SENATOR LASKIN: I've got al:l the .time in 'the •w·orld. 
ASS[MBLY.~AN ADUBATO·: . I would like to .. - I know' Assemblyman Thompson 

W~Mb3 \t,o :d±scuis an issue wtth you t:ha:t I ''just want to point out for the 
recci-rd •. ;t/ie h8v.e all served for differentlengths of time, and I was not here 
either in 1'972, 'ti'ut l _have ·had an opportunity, because I have been on the 

l j 
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Banking and Insurance Committee now for ten years, so you know there is a 
reason why I have had an opportunity to learn -- when you are thrown into the 
water, even if you don't know how to swim. Hopefully, I didn't go down three 
times. 

SENATOR LASKIN: Well, it is obvious that you didn't. 
ASSEMBLYMAN ADUBA TO: Thank you, Senator. That was very nice. 

Anyway, in 1972, the original no-fault law had a provision, suggested by 
Assemblyman Tom Deverin, that called for a $5,000.00, and don't forget, we're 
talking about the monetary values at that time -- called for a $5,000.00 
limit for l~wsuits, that they wo~ld have to go to arbitration. That bill, 
unfortunately, was never released by the Banking and Insurance Committee. It 
was never considered by the Banking and Insurance Committee. And, not only 
under a Republican Administration wasn't it considered when it was insti­
tuted, but it was never considered under the Democratic Administration after 
that.· It got lost in-the shuffle somewhere along the line. 

ASSEMBLYMAN KOSCO: I just·said I wondered if he wrote letters. 
ASSEMBLYMAN ADUBATO: I don't know if he wrote any letters, but I 

found that out in our research. So, I want you to know.:::.-In the time we have 
spoken, I think you have become aware that this Committee's main purpose is 
to try to clear the air and to deal, hopefully now, instead of being under 
under a gun, under a threat, to deal in a climate that is responsive to the 
needs of the people in this State in a way that is going to be meaningful, 
and not because you are pressured into doing something )10U do not believe 
in. It should be done with cooperation, as much as possible, with the Execu­
tive Branch of government. It should be done in cooperation, as much as 
possible, with the industry. 

SENATOR LASKIN: I gave you the answer, Mike. 
ASSEMBLYMAN ADUBA TO: And, your answer, quite frankly -- some 

things in your answ~r -- I agree with. There are some things in yo~r answer 
that I do not agree with, and I am not going to go into, you know, pluses or 
minuses. But, I want you to know, and I think you may already suspect -­
but, I. want you to know that this Coinmittee, hopefully in cooperation .with 
the Senate, which we should cooperate with, but this Committee, and this 
Chair, will have a complete package of bills taking in some of .the 
Administration's position, and working with them, and keeping · with the · 
Speaker's and the Governor's wishes, to get this all behirid us as soon as 
possible. And, I want you to know that this Committee, in a joint effort, 
bipartisanly, is going to do that as a first priority. If we fail in a 
bipartisan way to do that, I commit to you that I will have a package of 
bills that will be presented by this Democratic party; that will· ad.dress 
totally, that will pass this house, in my opinion, might pass the other 
house, but I can almost guarantee you, and I can't guarantee anyone's vote 
but my own, so don't mis~nderstand me-- What I am saying to you is that this 
State will have a complete package of bills that addresses the total problem 

. in surgery, because that is what you are talking about. 
SENATOR LASKIN: That's right. 
ASSEMBLYMAN ADUBATO: You are not talking about milk, toast and 

coug~syrup. 
SENATOR LASKIN: No, total reform. 
ASSEMBLYMAN ADUBA TO: You' re talking about surgery, and I promise 

you that this Committee and this Chair have been working daily, not just sit­
ting here at these public h~arings -- daily -- with all interested parties -­
all interested parties. 

SENATOR LASKIN: Do you want to get the Commissioner to respond? 
Does he agree with what I said? 

ASSEMBLYMAN ADUBA TO: Oh, no, he doesn I t have to respond to 
anything. 
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se:NAT•R LASKIN: ·Th1;1l's why he's here~ 
ASSEMB~YMAN . AOLJBATO; ..... In · all due respect, Senator, if the 

£;ommisi:,;ioner wants to. re~pqnd, that's fine . with me. I certainly would not 
re~triet Mim~ :But, in fairness to the Commissioner, you know, th.is is a, 
pLJIJ+iq hearing~ ... 

. ·. · . SENATOR LASKIN: Oh, 110, I knew that you want!:}d him to h!:}ar rne. 
That'@ WhY Isa~~ that~ 

ASSEMBLYMAN ADUBA TO: Oh, yes. If the Comrnisfi!ioner wishes to 
nrnp9np, I' ii en:t:ertain · H:, bqt I am not going to ask him to respond, .if th.at 
is okay~ twouJd rather not ask. 

S~NATQR U\SKJN: Right. 
COMMI$$IONER MURPHY;· I am clel:ighted to have hearc:I yoµr remarks. 
ASSEM$UMAN A\DLJE3A\ TO~ I think. the important thfng i1:1 that the 

remar!<s.are on th@ record~ But, Assemblyman Thompson would li,ke to 1.:1sk you a 
qvestign1 :; . . . . . · · 

SENATOR LASKIN: Oh, swre. 
· ASSEMflLYMAN THOMPSON: Senator Laskin, your cqrnments wex:-e vex:-y 

gcyqd,, !3,.fl.d certa,4-rily wHl Qe consideretl. J think you left one thing qlJt.1 
th,c;iygh,,. m1d th?t is a. s1:atute that wo1.,1ld require· the Hc!:lnsing, the marn:latory 
Hcensirrn qf bqdy mechi.;inlc 9hc,ps. An nu report in 1981 pointeg 04t that 
5Q, 52} cars l"er~ stolen in New Jersey. Where do they take these cars? They 
either. t.ake the.lTI: tq New Yori< or they take them f:tomewhere in New Jersey~ t:he,y 
C!Jt Jhem 4P, t~ey qsually change the identification of the c:ars, and the,)t 
reseH th!:!m on lhe markf;lt:. ·.·. I think' tmless we have SO!Tle type of mandatory 
Ucenstng of body shops, the ~chedl!le of fees doesn't me8n anything. It may 
rnf;H:ln sQm?thing, .•t:>ut~- . . . · 
. · SENATQR t,.ASKIN: (interrui:,Hng) Asselllblyman, I want to .say that in 

my slpppy handw;rit,ing,,, ... · .. There was only pne reason .. I didn't menUon this,. 
and that · fa~ t.i~c:~usfl I di cln I t s.ee it. 

ASS[M~LYMAN THQMPSON: . Oh, okijy. . 
~ENATOR lASKIN:. R~gistration ~nd.·. li..ceri~ing of all .aUtomob.ile 

f!:?pa,ip §hQp!:3 is a,lI:JQ Ofl my cleanup Us.t, in addiition to the kiPkbacks. I 
. a.gree with you ~hat that. aJ,so lj3hQuld be paFt_. of the .. sis.tern. . · 

ASSEMBLYMAN AOUBATO; Sen.at.or~. · .. I· want you :1'9.J:knpw that the Ass.em!:>J,y 
:relea.s.eg &t .its·,tc1st .session five bills .dealing wi~~.efuto .insur~uice and. cqst 
coqt:qinooent, on¢. of which was the labeling., or the 111$.rking of parts. They 
ar~ over in. yc,ui houl?e• ·· ·· 

·1 . · ··. . SENATOR LASKlN: Le:beling -,.,, c:lo. you mean the right. to know? We 
h~ye 1=u10½9,h pr9[len1s.. . . ...•. .. . . . . · .... ·....... . . . . , .... · . , ·• .· .... •··· ....... ·.• .·.. . . . . . . .. 
. < . . ASSEMBLYMAN AQUBATO; . No~ no, \'lhat I meant .wa.s. the stamping in 
·Petrglt. of th~ >parls; along: w:i,ti1 tl)e Jraud bill we ·alr&aqy pas1:1ecJ} wniph is. 
,trj'.y9~.{r ho1,ia,e, Ok~¥?. And,. r.w0uJd also, J:l8Y that the phffz'SS you. gsed ... ,., if 
yti>u/d(;)r!'1tr11ind m~st:1y!ng.thi;$";-·· .. · .s~ve,ral limes you c,grnmen4eQ. on yo.ur per$on,.-' 

i (@i.fty·,,•.~n#1· .. call~d.y9µrseJ,f.···eggti,$ti¢~J~ .•. s~n12t9r, 1·· qq not· .th~nl< yo.u.~re·•egq,.,_.··,· .• 
t;~i~~+c1;1t;• l. thil'lk yg~ ar~ hon~·~t ,>I think yo~ ~re r orthr.i9ht, ·. but r \Certa.in~y •W~qlq; IJClf .... caJ;l ):P•,j•.· !:lgptistical ..,;.. lf yo\J·•don't mincl me saying> that ·to yi;,u~ ... · 

,.A9a.in,, thEi,nk yqu.·.rgr coming.· .. · ... ·· .. ·····.··· < .•... •·. . . . .. 
· · · · · •· ~ENAT~R L{\SKJN: Jh~nl< you.. . . ... . .... 

MRo CARAMAlJS: . Are you 9q$ng t.o break? 
. . ASSEMijJ~ YMAN ADUBATO: . No, We . are not going to b:reak ~ I apologize . 

to 1?4blic Advocate Joe Rodrigu"3z. l kno~ he hacl other en.gagements; he went 
b~ck a.nq fm;th. L know he has a. brief statement. Commissioner, I apologize, 
I really go. · · 

. COMML$$IONER MURPHY: (addressing Mt- Roc:lr:i:guf:?z) Joe, would you 
excwse me. if. I leave? 

COMMISSIONER RODRIGUEZ: Sute. 
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COMMISSIONER MURPHY: 
going to say? 

COMMISSIONER RODRIGUEZ: 

Would you send me a copy of what you are 

Well, I can tell you what I am going to 

COMMISSIONER MURPHY: All right. 
ASSEMBLYMAN ADUBATO: Commissioner, may I respectfully request that 

Morgan Shumake or someone else from your Department remain in the room? 
COMMISSIONER MURPHY: Yes, I am going to arrange that. 
ASSEMBLYMAN ADUBATO: I would apprec.i.ate it very much. I would 

like to have someone from your Department here, at least to hear what is 
going on. Warren, are you staying? (inaudible response) Okay~ 

Commissioner Rogriguez, I want you to know that now that we have 
had an appointment in New York State, I still consider you the highest rank­
ing Hispanic in America, in spite of that appointment. 
COMMISSIONER JOSEPH H. RODRIGUEZ: Well, I appre­
ciate that. I do not think that opinion is universally held by a lot of 
people. 

I am here a~ your request, Assemblyman, to attempt to respond in 
areas in which I feel sufficiently competent on this issue. I have brought 
along with me Jasper Jackson, who has been the attorney directly involved 
with all of the matters, and would have all the details. I plan, of course, 
to leave him here to respond more specifically to some of the questions. 

I guess.if I have to make a statement, or give my impression of 
what is occurring, what I have recently done is., I have commissioned within 
the Department of the Public Advocate a total study of what we feel should 
dictate the policy positions of the office, because what I see occurring is 
that there are three factors involved, and the three factors have a tendency 
to polarize the discussion, so that it is dif.ficult to get clearly to the 
issues that should be addressed in total reform. Let me simply put it this 
way. Whatever the debate.is with.respect to the threshold, and I heard a lot 
of interesting conversation here this morning with respect to the threshold 
itself, I think the threshold is essentially misunderstood. If, in fact, the 
concept is tq remain, it has to be readdressed to make it more legitimate 
within the total package. I do not think the threshold, in and of itself, is 
any answer to the problem. · ... · ·. · . ·•···•·· · ·.··. < .... · ... ·· . . . . . · 

The no-fault itself is also. a problem, because the no-fault is a 
system almost out of control. No matter what yQu try to do with respect to 
premiums, the driv.i.ng force of the premium co~es from the handling of the 
threshold and the handling of no-fault, because, .i.n .1:3ffect, you have two 
systems. that. are pressurizing the premlum. . They ·bcjth h.ave to be addressed, 
and I think they have to be addressed with contl:\inment in mind, because that 
is the only way you can truly effect savings. Simply to put third-,party 
money, insurance company money, on the table and make it available to. a 
system, only causes upward pressure to the premium. So, two problems have to 
be addressed. Surrounding those two problems there shouldn't be any question 
of the fraud bills. It is my opinion, that what we are dealing with here-~ 
as the Advocate, as the Legislature, as the government -- are fiduciaries to 
a system that is dealing with taxpayers' money. Our first responsibility 
must be to them. Therefore,. the system is in ,place; you surround it with 
fraud legislation. If a lawyer frauds the system, and I would suggest that 
if we know the extent of the fraud we should be dealing with it now, but if, 
in fact, there is fraud, th~ lawyer should lose his license. If, in fact, 
the doctor abuses the system under no-fault, he should lose his license. If 
the collision carrfer abuses the sistem and continues the upward pressure on 
the pr:emium, he should be boarded up. That is saying it as clearly as l 
can. But, that is only two parts. 
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The th.irdpa:rtmost be a reanalysis o{the way the premium is con­
${:ruoted, so fhat as a matter Of State policy we understand the construction ot the premium,: and either agree or disagree, but know •.. Therefore, what 
wpuid occur is,: we would have an ·. understanding of the construction of the 
pte·rnium. . To tnat regard, we have preserved with the Commissioner of 
fnsurant)e. the is9u¢ th~t we call the global issue. . Let's look to see the way 
the premium is constructed; and that includes the whole host of problems with 
pespedt to the investment ,credit, and everything else. . Look to the premium. 
f'iy f'ear is, if we solely attempt to address the eonstruction of t.he premium, 
without addressing t.he system; the upward pressure .is going to continue.. If 
we have .. confid,nce . in the way . we have constructed the premium, and it 
continues With t!he upward pressure, then we know it is the. system that. is 
re'Sponsible. · · 

Now we, have. three parts working against each other, no _one part 
Wamt±ng to sacrifice itself; because it knows it is not the total answer to 
~he three-part .. p):·oble.m •.. So; what we need ....... what I .would .like to have .. very 
sobn ... .., is a to:tal comprehensive study of how the three parts should inter­
act. Then we Will know it is the construction of the premium that is causing 
tne problem. I,t is not the construction of the premium, because we have 
agreed, as a: matter df State policy, how it is to be constructed. It is the 
system that is .;,causing the problem. Then at least we will know how to 
ada-tess it very ~ggressively, and the end result should be .·a total benefit to 
the ratepayer who. is sttting out there, looking at us and demanding from us 
orie thing, fidelity in the construction of the premium, and the system, 
because then if;· in fact, we are confident in addressing tne three parts that 
it demands be-c:ause of, say, the density of the State, a certain level of 
r~sp't1nsibiiity, ·then at least we kne>w that is what we are paying because we · 
are in, a dense State. But, let's be sure. And, I think we could only be 
sure• if' we take that kind of an approach. That is the approach I am now try-
irig to take •. through our·.· Dt=rpartrnent. . 

ASSEfvl13l, YMA-N ADUBAT(l: Commissioner, I want you to know I was very 
elated'~- .. Let me just say this before I get into some questions I have. I 
WEH:3 p:ersonally elated when you were appointed as Public Advocate. While I 
had ho dseisiotl&htheprocess, if l did I certain1y would have be.en a person 
totally in favor of it.- What I'm saying is, L think Governor Kean made· a 
veiry good choice, f O't PUblic Advocate, for many reasons. . Your background -- . I arn not going to 'g~t . into the whole thing -- speaks for itself. Your integ-­
rity, ancl yaur honesty hf;lve always been there, and always will be there, , I 
know tha.t. l want you to know that you have cooperated with this Chair and 
with this . Comriti.ttee as . much as any· .. human. being could, in•·· my opinion, . with 
your sttraightforwardness, and with your openness. Even with the fact that we 
have bad some phBasOphic'al, at times, maybe, disagreements, you and I never . 
seem . ta get. disagp•eeable with each other, which is . the •. way I . like to 
function, to be able to disag.re·e with a person, but not become disagreeable. 

. I tr'l-ahk y OU for that • 
Ih you:t statement, and if'i talking: to you through the years, do you 

a,g.r·ee that it is riecessary to have disclosure in· the system? 
... . .·. .. .. tCJMMISSIONER ROOHIGIJEZ: . I bhink disclosure is- necessary because it 

is, thr01:1gh dtisclosure that you build the confidence of the public which is 
re'sponettrl'lfl' ~ith .. their rnoney, that. the. State has acknowledged.·the. way the 
fotmu]a is to h'e cg~si:rueted, and. that it is. bej_ng constructed. fairly. . . 

ASSEMBL. YMAN ADHBATO: There are some popula,r things happening ir-, 
our n,atior11, and in other states, ....... OR• a state level and on a federal level -­
s.1'.(ch as ad'dressJng discrimination which ex.tats in our system as it applies to 
au:tomoMle irisu·rance, speci fieally dealing with marital status and sex 
discrimination in our system. Would you favor removal of those two criteria 
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as determining the rate -- the marital status and the sex of an individual? 
I am not talking about the age; I am not talking about the territory; I am 
not talking about all the other classes. I am only talking about two 
apnd fir thJnqa, tho HOX oml the marHAl stAtuB. Would you support thmrn 
thinqB an be.ing th.inqu Ltmt would make Liu, ayott,rn1, more hlir .t f we ol.Lminuto 
them from the system? · 

COMMISSIONER RODRIGUEZ: We are presently in litigation seeking to 
remove that kind of classification, because here's--

ASSEMBLYMAN ADUBATO: (interrupting) I know that, but I wanted it 
on the record. 

COMMISSIONER RODRIGUEZ: (continuing) the answer that I would like 
to be able to give you very clearly at. the end of our study, that with 
respect to sex,. getting away from the traditional discriminatory classifi­
cation no matter what area you take it into, that it should not be a negative 
factor for anyone, the fact of their sex. I think we are moving greatly in 
that direction in this State, and in this nation. But, what the study should 
say is, that it is not only discriminatory, but the reasons why. We can find 
it to be more discriminatory if we find that with respect to sex, perhaps 
many years ago, before the titled "liberation of women," if, in fact, their 
key responsibility and their key performance at that time was being a house­
wife, their necessary exposure in the risk market might have made sense an_d 
could very well have been legitimate. But, as they now interact in society, 
gaining more equality with men, the study should be able to tell us that a's 
their driving intensifies, it then becomes almost the same statistics with 
men who are driving in the same intensity. -So, then you will see that the 
sex should have nothing to do with respect to a rating system because it may 
not make a difference as equality sets in in a society. That is number one. 

With respect to marital status,• I t.hir:1k there are a couple of 
things that have happened that would indicate that if we were looking at 
traditional societies of years ago, married people 1ndicated a class of more 
concerned, stable, family people with children. Perhaps it made sense then, 
but now as you bring that into present day, when w~ have status~s that are 
being acknowledged by our courts that do not necessarily requir~ the 
ceremonial bond to give certain rights to women who .have lived with men, and 
I daresay even in some cases women who have lived with women, we ate finding. 
that perhaps the ceremonial certificate is not the thing that ~hould riause 
the difference in classification, but, again, the driving intensity of that 
individual, because in today's society there are many people who have very 
stable relationships,·who do not have the ceremonial certificate. Therefore, 
you still have to look at the individual, his driving experience, which is 
really what we should be looking for. Now, the factual background,·· and the 

. statistics to those statements, I would hope to have so clearly stated, that 
no longer should there be any doubt that what we are saying is, we are look­
ing at the riik and exposure to the road, which should be the more legitimate 
class, rather than simply saying sex or marital status. So, in that context, 
not just to have given you a quick answer out of context, I think that what 
we are looking toward now, is that there is less legitimacy to that classifi-
cation. · 

ASSEMBLYMAN ADUBA TO: Now, Commissioner, one of the things my 
daughter asked me and, by the way, she did a very extensive report on auto 
insurance, and I was very proud of her-- I must say, not only did I learn 
from her report, but Assemblyman Kosco stood up on this floor, without know­
ing she was sitting behind him up in the balcony, and made the statement and 
held up her report, and he said, "You know, I have been listening to Mike for 
years, and I never knew what he was talking about. But; I read his 
daughter's report, and that's why I am voting for this bill." 
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. I 
So, yti.u know, when you get rid of the jargon, and you deal and you 

cotnmtmicate in .a way that people can understand-- One of the things that 
04traged my little Lisa was, she found out that becauae she was a single 
efghteen year Old, she was paying 2.0% more than if she w.ere an eighteen-year­
oid girl \-,ho was m1:1rried. I think that is iricredible. I mean, I think that 
is incredible,: that an eighteen-yeat.-old single female attending the 
University of ,N13W Jersey --- I mean Rutgers -- would pay 2m~ more than an 
eighteen-year-old gir Lwho waa married. I'm not aaying the eighteen-year-old 
.pers011 who is married is not responsible, but I certainly do not think the 
eighteen.:..year-old single girl is irresponsible. In fact, I would think the 
ot{iet way around in today's war ld -- that she is probably more responsible 
th·at she is not :married at eighteen. So., I think the co.mpanies ma')' be losing 
money ch:argin.g f:he wrong peqple. I just bring that out as a little sideline .• 

Commi!!isi0r=ret, how do you. find the fact that we're dealing with 
several hunclreck thousand classes that determine a rate? You kno.w, wHho.µt 
'going through tile whole litany, l' m sure you have a concern about the 250,000 
classes that are coming tJP, since you come from the background of a small 
chms. You ment,ioned density before about New Jersey, which I think is very 
important. Yot:l,mentioned the fact that -- more or less, you said that you 
c~n go across the State in such a short period of time that it is incred­
ible. It is indicative ·Of the fact that I don' :t know .of any legislator who 
come·s lo the St~te Hot:1se who stays here overnight, as they would do, say in . 
New ¥0'.tk 01r P,ermsylvania. That is a point that shows how quick it is to 
trav;el frt!lm one'' place to the other. When coming do,wn her.e on the Parkway, 
going through lhe Newark section of the Parkway, out by East Orange,, you see 
vety little trafffc coming out of Newark coming toward Trenton, but they are 
stopped -- stopped., crawling, bumper to bumper, infiltrating like an army, 
inta the Newa'rk streets, ,y•ou know, and congesUng everything. These people 
who lravel, maybe seventy miles, to .get to Newark, no mabt:l:lr ,where they come 
from, 'and the person who maybe works in downtown Newark at Prudential or 
Mµtual Benefit ,Life, mr one of the banks, he doesn't take his c,ar. He 
dloes:n''l lake his c,ar. He hops .a bus or he jumps in the subway, .and yet he is 
being charged 1.,000% mor.e than. some of .those people who are doing all that 
traveling, causing aH that congestion .and e,verything ·else., and that is some­
triR.g that has ~bothered me from day one when· I found put ab.out it. It is 
incredible that the classes, that the te,rritories, the twenty-,seven terri.:.. 
thrles, with the population shifts down in Ocean County -- and I like Ocean 
County ,very ,much ..:_ but, wl":ien you look at the statistical data, the convic­
tions o.f dr1;1nk drivers . .,..., and I'm not talking ,aJilout just the holiday season, 
l!m.no:t ta'iking about the ,summer ,months. I'm talking about the .data that 
d1mes in ;0ecernber and January and February. I ',in t1:1lking about all. t:.he trends 
'that 'the · industry has never taken the time to recalculate, .or to look at 
those Jines khat were drawn by someone a half a century ago, ,and ,which have 
b~en left to remain that ,way with no one taking responsibility. 
· You know, these are '.the complex, yet. simple analyses. When I talk 

aboUt--- Yo.u ;brought out two things I don't want to lose about sex and 
marital s,tahrs. 'They were brief, 'they were short, but they were concise, 
the:,y ,wer,e accurate, they. were ,meaningful. I heard Assemblyman Kosco make a 
statement 'saying, "Gee, I never th0ught of it that way." Amd yoµ know 
,somethin§, neither ,did I -:- neither did I -- so y.ou .are not talking to •us 
about 'kinder~arten. I am going to make a commitment to you here and now, and 
I,, 'am not dolng this on . the· 'spur 9f the momeAt. I have been taught about 
this; I 'have sl:,udied about this; I've conversed about this, but I will say 
that you have been the ca,taly~t, that has put me over that edge, and now hav.e 
s!;.!pplied the total conviction that l need. 
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I promise-you that any legislation that bears our stamp of approval 
will eliminate sex. and marital status : as rating, factors. Period, end. ,pf,· 
statement. I want·to.thank you very, very much"'"- very much • 

. ASSEMBLYMAN KOSCO: Mr. · Chairman? . . . 
ASSEMBLYMAN ADUBATO: Yes, sir. Ass'emblym.ah Kosco would like·· to. 

ask • you a question, Commissioner. . _ . . 
ASSEMBLYMAN KOSCO: · Just as an observation, you have not completed .. 

this study yet, right? · · · · 
. COMMISSIONER RODRIGUEZ: No. 

· ASSEMBLYMAN KOSCO: Okay. Just to play the devil's advocate, along . 
with the public's advocate, supposing you said"'."-· 

ASSEMBLYMAN ADUBATO: (interrupting) By ·. the way, they do not 
relate. (laughter) · 

ASSEMBLYMAN KOSCO: A couple of times you said what the stu9y 
should say, and my question to you is, have you come up with a bot-tom lii:,e 
and then determined to make the. study stiow that? What. would happen i-f, when · 
you completed your study, it showed that there should be a difference. between. · ·. 
the married people and the unmarried people, and the sex? Tben. what would 
happen? 

COMMISSIONER RODRIGUEZ: I would very honestly tell you,·because my 
instinct is with respect to · the ri.sk factors. , .·I· gl:}ve it to you as ari 
instinct, but I see it occurring that way. However, I think the statistics 

· sh~uld sho.w' it, and not my conclusions. I · do not mean to create the · · 
statistics, but what I also think we owe to the public, is the honesty that . 
once we know how we want to create; say, the premium and.the system, we 
should bite the bullet and not hold out to them that if we did all the rfg~t 
things we would be the lowest premium in the nation, but to legitimately tell .... · .· 
them that in no way, no matter what we do, if we want to deliver services for ··• ·· 
the premiulll, could we drop below the top one-third. . .. · · . . . .. · . · 
. Now, again, l am only saying that, the study is not Qomple.te, ·. 
because if, in fact, legitimate factors, such as density, play a part, We 
cannot close our eyes to the fact that we are the most ,dense state, so we 
might as well acknowledge that that is one_ of the factors. That will then· 
put us in a legitimate range where we know that what we are dealing with is. 
either a premium construction or,' a system 'that bas upward pressure for' other 
reasons that could then be addressed. _ _ .. . . · 

ASSEMBLYMAN ADUBA TO: For the record, let me point out that th!:!r;e .... 
are other states that have already e.liminated sex and marital statu13 in th~ir 
systems. That 1s for the record. · . 

. . ,ASSEMBLYMAN THOMPSON: Mr. Chairman? -
,ASSEMBLYMAN ADUBATO.: Yes, sir. 
ASSEMBLYMAN THOMPSON: Mr.. Rodriguez, I would like to ask you one 

question. With teference to the remarks that Senator Laskin, the previomf . 
speaker', made, would YO\J be in favor of the complete abolition of no-faull'< 
and returning to fault, especially deali._ng with the in:stib.:ition. of an·.·•.··. 
arbitrator, where you have a $10,000.00 threshold in certain cases, where an. 
attorney.receives a per diem instead of a.third, as set bythisarbitration? 



COMMISSIONER RODRIGUEZ: What you are now asking me for Is what we 
would tOn'CIUde pfter we made the_ study, but let me simply respond to you this 
way# hot to dLlck rti as to what I see we have to get to. Number one, If you 
lobk at the threshold as, being the answer to the problem b,y Increasing it 
aldHe, ihd you acknowledge that you have two systems working together -- we 
have a hb~+ault system and we have a tort system -- by putting In arbitration 
fdr cases up, to $10,000.00, that matter is - being 'handled. Now, if 
i:sgltimately w~ say that there is not that much effect to the premium on the 
I !ability Side, because of the nature of the way the ~remiums respond now-­
Slrnply raising It, without a lot of controls within it where you now have the 
upward pressur~ of people to meet that threshold, is not the answer. Taking 
arbitration ot.$10,000.0b, if that Is the majority of the cases, you will 
a I i eV i ate a I dt df back I og and .it shou Id not generate the intensity that 
pebpie. view noJ. ih the legal system, although New Jersey, incidentally, has 
tha most restrictive attorney fee schedule in the nation. 

So, hot On I y do we have the confusion, but we have the most 
restrlttive fe~ schedule now; and we are stil I number one In premiums. So, 
+ha+ can't be' the whole answer either. But,, arbitration is certainly 
someth l ng that 5hou Id be considered in the tota I system. It does this too, 

· see-"" Why I say containment, and why I made the original statement with 
respect to f•rau.d, Where the pub I ic has to be convinced that we are doing al I 
we ·can to stop it, if the thresho Id · were the on I y answer, ra I se it to 
$5,0UO.Qb.. If you don't have containment, and the pressure, without 
cross-'examination and without exploration, has people pursuing that higher 
thres'hol d, you -now have a I most two no-fau It systems on top of one another .. 
'bo you ·see what''I 'm say'ing? 

Sb, what you have to do ls acknowledge what it is you want with the 
th'reshold ...... cdnta i'hment-. 

ASSEMBLYMAN THOMPSON: In fact, you wou Id have t'o--
COMM I SS l'ONER RODRIGUEZ: See, acknowledge what It ls you want with 

the PlP, Pe'r·$ona'I hi.ju'ry Protection, containment, wrap It wUh the 
apti-fraud,, and rlook now at the premium. I can't tel I you exactly 'how they 
should all h:JncHon., because I would I :Ike to do it with t'he facts from the 
study, !but you ~ee that ,it has three p l 1eces to it. 
· Now,, 'legiti'mately ...... let's be totally legitimate -- If you have a 

system 'o'l;Jt of confro 1I, do you think the carriers, the insurance companies 
wan+ you to tea 11 y fits+ gr! p the construct ion bf the premium, wh-en they know 
that if the system is ,out of contro I they are go Ing to have to come back., and 
back, and back, and maybe bu(id a lot of water into it, because you also have 
a systerrta'tlc control? That might be a legitimate response, and that's why 
they are not responding, just hitting one or the other s,ide of the problem, 
each side debates it, and can legitimately show you that that is not the only 
prob'.lem. · 

: But, I say once, as a matter of' State phi'losophy, you put in the 
system That you want and construct the premium, then whatever goes out o•f 
joint,, or goes out of sync., you wi 11 be able to detect qulck.ly, a.nd address. 
But see now, we do not know what we are addressing. 

ASSEMBLYMAN ADUBATO: .Yes, but Comm'iss'ioner., you know,, ;I don't mean 
tp be --' 'We·! I, I guess I do mean to be-- When we talk about the ,cost of the 
product, and we look at the history of the system, whatever system, and ·every 
state, as 'we a 11 know, has a different system, di tferent .features-- ln New 
Jersev, talking about New Jersey, prior to no-fault coming into being., in thei 
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years 1967, 1968 and 1969, we did hot have any compulsory llabl I lty; we did 
not have any compulsory Insurance; we had financial responsibi I lty, and we 
had no threshold. New Jersey, In those three years, had a premium level that 
was cohstant. The deviation was not there; it did not deviate In 1967, 1968 
and 1969. In 1970, across the board, the industry received a 26% inc~ease in 
that one year, two years before no-fault was passed. It had .nothing to do 
with a threshold or the .lack of a threshold; it had nothing to do with any of. 
those things, In my opinion. It prlmarl ly arose, based on the studies we've. 
done with the help of many, many people, because the industry lost from their:­
lnvestment portion of premium -- you see -- their outside investments. It 
had nothing to do with cJaims, absolutely nothing to do.with claims. It had 
to do with the fact that they were not getting a return on their investments 
that they were getting. So, they sh I fted that. to the cost of automob i I e 
insurance because the market fel I out on some good investments and, also, on 
some companies that had some bad Investments, who were hurt even mo~e. 

When we talk about some of the companies that left here, and we 
talk about GEICO, for Instance-- The medla blamed GEIC0 1 s failure on. the 
State of New Jersey. Unt I I th Is day, peep I e think GE I CO fa.i I ed in New 'Jersey 
because of· New· Jersey, and the · facts are that GEICO was one of the. most 
poorly managed companies In the entire automobile Insurance Industry In the 
nation. Fact -- it's a fact that the companies col lectlvely lent money to 
GEICO to subs Id I ze them, to ba 11 them out. One of the er iter I a for that 
subsidy was they had to change a 11 . the Ir management, and they had to stop 
going out and sel I Ing Insurance under the market, and stop trying to be a 
g I utton, and i nsur Ing too many r I sks w I thou.t hav Ing the reserves to back up 
those r I sks. It had abso I ute I y noth Ing to do w I th New Jersey. It had to do 
with the total cl I mate, but most of al I it had to do with their poor 
management practices. And, I want that on the record, and anyone here from 
thl:3 industry, or anyone else, I welcome you to help us and enlighten us if 
these are not accurate facts. 

The system, as we call It, changing In New Jersey, and the panacea 
being the $200.00 th res ho Id, I agree w Ith you that, there are trade-offs for 
benefits for what you pay, but there are also things. In the system, In the 
mythology, we use to determine a rate that bothers me, a lot. The only term 
I can use Is the term I have I earned, and .that Is the mu I tJp I i cat Ive method, 
w I th the add It Ive garbage, on top of, on top of, that an actuary just tfi es 
without any scientific data, but because he say~ It -- he says It, and that's 
enough. Unfortunately, we have heard that testimony. I say It, that's it. 
I have no facts to back It up, but l say It. That's unfortunate. This Is 
not .a dictatorship. In our nation, .when you do something and when you say 
something, you have to have facts to substantiate Jt; otherwise, you 
shouldn't do It. And, getting a flt le doesn't gJve you the right to do lt. 
That Is part of the problem. 

You know, we have spoken, Comm I ss I oner, not from the stand po Int of 
agreeing or disagreeing, but from the standpoint of sharing Information. We 
spoke about -- and you may have heard It not Just from me, but you may have 
heard it around -- el imlnatlng compulsory I !ability and retaining PIP. We 
have talked about going to a system of arbitration for a certain dollar 
amount. . That Is nothing new; Tommy Dever In proposed that in 1972. We ar.e 
now talking about ellmlnatlng sex and marital status, which we have talked 
about for a long time, and others have too. It didn't start, here •. Other 
states are already doing It. We talk about disclosure; we talk about 
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excess'l;ve profits. Thfs Is the package. We talk about the fraud bl n. that's 
there. We fa I k about a med i ca I fee schedule, which I have s(:)onsored and 
c6sponsore'd ~l'fh, I th'ink, fifty other leglslators. The fiaa•S•t pa.rt of fht,s 
prob I erri arid 1 6y th'e way, 1: know I am go Ing to hear It from your co I l'eague 

. when he fesf if i•es, because he Is com; i stent and he Is honest, and I respect 
hf s 6p i ri' ion , aind I am not sa·y Ing. ne Is wrong--- We fa I ked abou:f the 
averaging, which I ptHlosophical ly bel !'eve was necessary, becau·se i: think 
when you fi!ike all the ingredients and you rni'x that pot; If you don't. really 
have corripetttion in thaf pot, no' rnatfer what we do; no matter what we change, 
r f We' dci nof have cornpet i +ion; w I th accountab 111 ty; w Ith an open market where 
a· c6inp'ariy can come In and say, ••Hey, I don 1t want to Increase my rates 10% or 
15%. I' hav~ befter rnanagaini:mt. i can del Iver that product tor 10% less"--
I do not wan+ tn'e Commissioner's off fee to write up, you know, a book before 
the cd111pany is a f I dwed to charge a cheaper pram I urn, because they are more 
eff i c I ent. Arid, that Is the way the system Is today. You can I t charge a 
lower premium~ But, It you give that risk exposure --- and that Is the other 
side of If~ arid I want to take the opportunity to say this to you, not for 
agreement or for d I sagreernent; that If you do not g Ive that f I ex I b 111 ty In 
the pr lta+e sector, for a cbinpany to take a r I sk, and say, "We th Ink we can 
charge 'X' amount of dol lc;irs because we have better management," and, If they 
take that risk zmd down the road after a year they f Ind out they made an 
error, an honest error;;;- I think ninety-nine and nine-tenths percent of the 
compar\ I es are honest, be I I eve it or not, and I be I I eve that, I do. They are 
very cu11ning., fhey are very smart and they tel I half truths, but, basically, 
they are honest. And, I mean that, you know, In that frame. That Is kind.of· 
a I ett;.;handed comp I lment, I know, but that Is the truth -- not the truth, the 
facts. I do not know what the truth Is; I Just know the tacts. 

The companies must have a system that they be 11 eve they have a 
chance to make money in and, If we don't give them a system to have a chance 
to make mone·y, then 'there coines that. potnt where they say, ''if we leave the 
State, is It worth It for us to go out and I ose a I I those years, or I sn I t 
i t?11 I do not Want New Jersey to be·come the best state for bus I ness to be 
,in, because if it is we have done a d I sserv Ice to the pebp I e of th Is State. 
I don 1f want it to be the best state tor·a consumer, number one; I want it 
,to be orie of the best states for bus I ness, o'rie of the best states for a 
consumer, and that ls nothing new. That Is nothing n·ew. Th'e point is, that 
when the Industry doesn' + take the r l'sk and te I I the tr·utl:l as they see l t, 
tor fhefr own se If-Interest, they do not cc,rne forward and sa·y, "Th Is Is what 
we really need, and this Is goo·d, but we only think we can get this so, even 
though yot:J are right, even though we want open competition, eveR though we 
want. these other things, we are not going to say It because the 
Adinlnistrati'dn sard they ·won't sign that bl 11,,i, __ I 1rn not referring to this 

· Adin In i strat I on, any adm'ln I strati on --- 11 so we are not go Ing to go on the 
recdrd of cha I lenging the Admlnisfration.n. It's not beca'use t·hey th•ir,k the 
Administratldn is right; they do.hot hav~ the guts to open their mouths 
publicly'. lt"s a 'fact that I found to 'be true, in rny opinlcm. And, that's 
sad, and I think in your rol.e, I see your o'tfi'ce as the accountabi I lty side 
in protecting the rights of the individual. One of the hanc:Hcaps I see in 
your Departrnent ;.;;.; correct me If Iain wrong -- Is that I donit think you get 
enough foformation, and I think that ls what you said when you support 
disclos~re. And, the f~ct that records are open~• sure~ the records that 
'are 'ttiere are open ;.,_ that is not fhe prob I ern. The prohlem Is not what's 
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there; the problem is. what isn't there. That's the problem. So,. when people 
say_, "Wei I, our records are open In the Insurance Department," that's true, 
but the records are not what you need, If I hear you r I ght. Have I heard you 
right? 

COMMISSIONER RODRIGUEZ: You have. 
ASSEMBLYMAN ADUBATO: Thank you. 
COMMISSIONER RODRIGUEZ: In fact, we have preserved the issue th.at 

we ca 11 the "g I oba I Issues" w I th the Comm I ss I oner, in order. to tr:y to 
address, again, the composition of the premiums so that the St~te saysi ~s a 
matter of Its policy, how it would permit it to be structured; so that we can 
then apply that premium against the system, you see, because In order to get 

· It aw!=ly from the debat Ing game, my fear Is that If we only f I rst .try to 
address the construction of the pfemium without the acknowledgment by 
everyone concerned that we w I I ! eventua 11 y a I so address the· system, we may 
not be correcting the problem either, because what we Will be doing will be 
looking at almost a way to save and ho.Id them and bring them down and create 
something In premium construction that the system itself wll I annihilate. Do 
you see what I'm saying? So, that is why I'm saying that the study has to be 
three parts--

ASSEMBLYMAN ADUBATO: (Interrupt Ing) I know exact I y what you are 
saying, Commissioner, and what I am saying to you Is, we need your help, we 
need your expertise, and I want you to know, publicly., that this Chair Is 
committed to having .a total package, hopefully In concert with the Executive 
Branch of government,. and hopefu 11 y In a b I part I san way~ But, whether that 
comes about or not, which is the best way It should come about, I make a 
comm I tment to you that we w I I I have a to+a I package . that is In the best 
Interest of the people of this State. We wll I also provide the opportunity, 
not the guarantee, not a subsidy system, but the opportunity for profit to 
companies which are good companies and which have good management practices. 
And, hopefu 11 y"' we w I I I a I so prov I de for fa 11 ure for those comp?tn I es wh.lch 
are tagging along in a system which do not deserve to be in busJriess. And, 
that is part of the American way of I lfe. The American way of I ife doesn't 
guarantee success. The Amer I can way of I I fe is supposed to say, 11 We be I i eve 
in profit; we believe that in our free enterprise system tf 0 ls bettet_ not to 
have government running everything." That is my opinion,; But, we do n_eed 
accountabt'I lty and, .hopefully, we wl 11 not only provide again. the opport.un,ity 
for prof It, but w 11 I a I so prov I de the opportunity for fa i I ure, Instead of 
balling out mismanaged companies, because, you know, the lndustry,·when they 
bailed out GEICO arid subsidized them, they did exactly what they accused 
government of doing -- subsidizing failure. They are guilty of the charge, 
and they know It, and I resent It when they ta I k about government that way, 
when they are In the private sector and they did It to a greater degree than 
government could ever dream of doing. GEICO shoul_d have failed. Period. 
But, I 1 m happy they succeeded, and I am happy thaf they are functioning in 
the states they are functioning In, and maybe someday they will be back in 
New Jersey under the proper conditions, and I don't mean proper conditions 
for them to make money, but proper conditions, and that will speak for 
Itself, because .1 believe In restitution. 

Comm I ss I oner -- Joe, respectfu I I y -- you don I t mind me ca I I i ng you 
Joe? You know, it's an Informal hearing. Joe, thank you again very, very 
much for coming here. I want you to know that I will ha~e a full package of 
'bi I ls, including the Administration's bl I ls that I include in that package, 
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suc:h a$ the. ,fraud b I H, wh Ich ,was. sponsored by Assemblymen Ga 11 o and 
Bpcch,lni., which is now ln the Sen9te, thE:1 medical fee sch~dule. bUI, 
1POl)Sore.d by A,ssemblymen Kosco, Adubc1t9, Ka.rcher and everybody else, the 
clec1nup l:>11.1 of AssemMyman Deverln, the exces$ profits bill-:- l donlt need 
c;1 1.:Js.t to readi them,. I ,ki:,.ow them by heart-- We wl I, I address the el. lmlnation 
o.f di ~er i,rr,i nafl·on In sex an c:l mar i ta I status. W1;3 w i 11., by statvte, prevent 
the Imp lementaflo,:-1 of the $33. 00 constant o We w i I I, by statute,, prevent any 
rate . tn this State from go Ing. up another penny the rest ot th Is year. We 
wi It · l:ncrease ?the thresho l.d, and that ls pe Ing debated r lght no1t1, We w I. I I 
haye c:i•. SY,$,tem of <ilJ'Q)tratlc;,n wlth ince.ntlves and dl.s.incentlve$. An.d, I want 
you to k,now someth Ing., I d Id not I. ntend to I et th Is out today, but I . want you 
to kn.ow th.at t~•e. Administration and Mike Adubato, and. others, In spite of at! 
tn.e, rhetoric yqv hear about in the papers, and sometimes a disagreement, -th1;3 
~verr;i9r''S ott1lce has been cooperating totally -- tota 11 y -- in sp I te of 
the rh.e.:tor i,c y,ou near. A I an Kc1rcher has been cooper at Ing tota 11 y. I know 
that 111~y st,:ipck;i_some peqple In this. ro.om, and, I am not breaking. any confidence 
beca.ui,e · I Wets. the i ns:trument and the br I dge that put thl s a 11 together, w I th 
the he I p of the Governor, an.d the he I p Of A I an Karcher, and. the he I p of 
peop I e tr:i the' industry~ whom I w i I I not rnent ion. It is up to them, with 
their:- expertlsei a.,nd everything else. · 

· · No.w,,< aJ 1. of these th I ngs are not l.ocked In stone. 1. want you to 
knc;,w. thq,t a I so; I i ke I said w I th the thresho Id. There w 111 be s.ome cha.nge in 
the t_hr~shold.t We wi 11 eliminate compulsory I labi ljty. We wl 11 retain PIP 
a.t: its fyJ I.est~ We are go Ing to have a statew I de rate for a do I, lar amount of 
Lia.bJlity, as suggested by Dean Gal lo and. Mike Adubato many, many moons ago, 
when wei sa.id that If you el lminate compulsory I iabl I ity, that's one. thing. 
When wei el.lmiQ'at.ed a system In New Jersey -:-"" let me explain It this way. 
When we went. t6 compulsory liability, New Jersey at that time had 15%. of the 
v~hlc I es on t.h.~ road un Insured. From 1973 unt 11 today, we st I 11 have 12% of 
1;1:)e ~ehicles ~h the road uninsured, with compulsory llabl I lty. So, It's 
'ol:>v iou,5 the!.;!: compuJ.sory I Jab I I I ty d6esn I t protect the person who Is Insured 
qr t,he person .. ~ho need~- Insurance to dr Ive a car to work, and, es peel a I ly, 
prqtect,1119 s9m~one 1 s. assets which they don't haveo 

. ASSEMBl-YMAN THOMPSON: We 11, It show's I nsura.nce Is too high; peep I e 
)ust refuse to pay It, that's a I I , after they get thc)t s I Ip. . . 

ASSEMBLYMAN ADUBATO: I a.gree; It shows it Is too high. Whc1t we 
1a.r:e ta.I.king a.bout here Is el imina.tlng compulsory I labi I lty and lmplementlng 
the financ:jal re~ponsiblllty, but saying -- saying.;._ that If you have to go 
py,t and buy a :t:,ond, if tha.t is what you have to do to drive, and Jt the bond 

· says you hc;i\le to have $50,000.00 worth of I labl I ity lnsuranc:e _;.;. the ol.d bond 
.used to s.ay What, $30,00Q.00-$.15,000.00, or something I Ike that? · · · 

MR. CARAMALIS: . $1Q,OOOo00.-$20,QOO.OO~ 
ASSEMBLYMAN ADUBATO: $,10, 000. Q0.;.$20, 000. 00 then, wha.tever . It wasr,' 

but.th1:1,twa.s In the cave ma.ndays. But, If we. said, c;JS Dean Gallo.and .Mtke 
A.!:lu~ato Jo Int ly fought tor in the acf hoc. committee~ aM we• cou Id nev~ir get/ 
1th em to accept It, but now we ate go Ing to· put It In th.e I aw, that . \a, 
$,?Oi,000.0Q I iabJl ity co:,.,erage is statewl,de,nb class, no territory,,ar:,d lta 
pers.9n. wants tb buy $300,000;.,00, that's fine •. WJth the. $250,000.00, you are . 
,stJ.11 99lng to use the system wlth the discriminatory factors of territory· 
and class~. B1:i;t, meanwhl le,. you have a statewide rate. Now, what d.oes that 
1do} 'S9me, peo!?le. are going.to go up; sorne people are going to go.down; but, 
.do ye>u knqw what I suggest Is, going to happen? In three years, 1which is 
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gofng to be In-- All these bills, and every one of these bills, I am going 
to say it here now, ar.e contingent upon each one of them becoming law, or the 
whole package goes down. The whole package goes down, because we are dealing 
wl th surgery. I I fTi .sorry some of the peep.I e I aft, but we usua 11 y save the· 
best for last, and Senator Dumont Is last, not this statement. 

· When we, dea I w I th those th Lngs, I subm It that in Jhr.ee years when 
we are gqing to mandate.the results, not a sunset, but the mandating of the 
results of this legislation, to be documented and to be put forward, whether 
we are right or wrong, and In some areas. maybe we are going to.be wrong, but 
we are not going to wait ten years to find out. That's the key. You don't 
wait a decade tq change something that is not working. I s.ubmlt that ·tn 
three years time-- And, the only way It Is going to work Is 'the companies 
have to want It to work. That Is the on I y way It is going to work. The 
companies have to want it to work; otherwise, It Is not going to work. 

I be 11 eve that the peop I e out ·on· those roads w i I I not be 15% 
uninsured anymore. I believe that If yqu have more than 4% uninsured motor 
veh i c I es on the road, I I I I ·.· make the statement now, I I I i be ready, if I I m 
sti 11 here, and If I'm alive -- I 1 11 stl 11 be running, so 1 1 11 probably 
stl 11 be here, .because In my district I get over 85% of the vote. We may not 
have the majority, but I'll be here. The point is, that as a result of 
documentation, not maybes -- and I appreciate all the studies In the world -­
but, we. have to take a r I sk, and the r I sk is we have to perform surgery, not 
cough syrup anymore, surgery, together 

I wantYou to know, I'm saying this publ ic::ly-- I want you to know 
that a I most, not everyth Ing -- .·It wou id not be accurate to say everything, 
beCause rt I s not fa Ir -- but 90% o'f everything I have sa Id here pub I I c I y, 
the Governor 1s 9fflce Ls aware of, A.Ian Karcher is · aware of, most of .the 
people lnthe Industry are a.ware of, and. we have .been working on this, and I 
am I ett Ing the cat out of the. bag, I6d i es and gent I emen, n I ght' and day. That 
goes for the Governor's office, the Speaker's offlc:e,. this staff --1 don't 
kn6w when the , ast time was that these guys were home-- 1 want you to know 
that Louie Kosco, up unti I the time he went on his trip, was always involved 

. In everyttd ng· this Cha Ir has ever done, and It is w I th respect for the 
individuals like Louis Kosco, that we try to do things as legislators, not as 
Democrats and Republicans. And, I want you to know something, if Tom Kean 
agrees wtth thls total package, If we agree with him, because/you know, Tom 
Kean d l d what .he thought was the best that we cou Id get, and you· cannot tau It 
him for that. Tom Kean said, IILook, 11m practical.· This is my opinion.". 
It's an opinion. He sat d, 11 We need .. a fraud b 111 ,II and no one fought that. 
"We need the medical fee schedule." People are going to fight that, but I 
want you to know. tt 1 s on my agenda. And he said he would settle for a 
$1,500.00 threshold, In so many words. And, as the Commissioner said, there 
is no factual data to support It.· That is the weakest link, In my opinion, 
of the bl ll. Wfrl le It may Introduce something -- I 1m not saying it doesn't", 
and it probably does.-- it is a question of what, and for whom. What people 
do snot real lze Is that the $1,500.00 threshold, even If everything that was 
said about it Is true, Is .. factual from where they are sitting that it would 
reduce costs, If lt reduces costs for company "X," it doesn't mean it is 
going to reduce costs for company 11 Aa 11 People do not understand that, and we 
are dot ng them a disservice when we te 11 them It l.s going to reduce costs 
across the board. It Is not true. That Is a fact; I didn't make that up. I 
get that from the actuar I es In _ the Industry. The peop I e rea Hy want 
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.so~e+h L~g to . 6a~p.;;n ~. and do you know what· they want? They .want an opEln 
. mark~f~ and . w~ a i [E3ady gavli3 It to them w I th the ave rag in•g, be I 1.ev.e it or . 
.IJ9t• .. · ~n9, r~e . have an. c1cco1.:mtablf lty In there; we need .. more·. of .cm 
accoun-t;abi I1-f:y(~ . ( beil. leved In open rating from the day I first sat in this 
body, and I have never stopped ta i king about It from the f I rst day I sat in 
th Is body •.. 

. . . I agree with Jasper Jackson that it needs accountablll~y; 
otherwise, It: Is no good. And, we don I t have the accountab 11 I ty In it, 
Commissioner •. : Jasper is right. We do need that accountabl I lty In It. 
Again, without, stealing anybody's thunder, I am proud to be a part of this 
State~ and I t;h ink that Tommy Kean, A I an Karcher and the rest of the peop I e 
here.are all ;responsible people, but we're all human, and we all make 
mistakes, incf.uding Aian Karcher. When he makes them, he makes big ones, 
because he is 'a big guy and he's.an Intelligent guy. When Tom Kean makes a 
mistake, he ma}~es big ones too, because he Is the Governor •. He's a big man, 
an important g~y, the number one man In New Jersey. So, he's not the guy in 
the candy sto~~- If he makes a mistake, everybody knows about It~ I make 
m9re mi stakes ,than both of them put together p and peop I e shou Id know about. 
that, because when you try to do things you make mistakes. If you don't try 
to do anything; you 1 II never make a mistake. , 

But;t let's not be concerned about our mistakes. Let's be concerned 
about what I h6nestly feel, In a very short period of time, and I mean that, 

1. mean. that, ,th.is State wi 11 be a torch, not Imitating Pennsylvania or 
iniltatfng somE:!body else •. This State Is going to lead, and It is going to 
try, and It lsi~oing to be innovative, and It Is going to be wll I Ing down ~he 
road to say, 1iHey, we made a mistake three years ago; let's change It. Let's 
not wait ten.;years; let's change It. Let's try this; let's try that. 11 

What's wrorig ~~th that? What's wrong with saying, "I made a mistake?" The 
problem Is w.heri you don't admlt your mistakes, nothing ever changes. That Is 
one of the big· reasons why i think we have been caught in this quicksand, 
becaJse people are fighting admitting mistakes, and we are al I gui !ty of 
them. J apologize, for that sermon, but It is going to happen In the very 
near futuri •. ken Merih 1 s prancing back and forth back there. He has worked 
harder.than anVbody in the State in dealtng with this Issue from day one. I 
don't think h~ i.s a saint, but he has the patience of a saint. 

I 1 m ~orry, Commissioner. I didn't mean to get into that. I hope 
didn't embarrass anybody here. Commissioner, I have nothing more to ask. 
The .. bottom 11 n,e is that you are go I hg to see that package, and I want your 
comments on Jt'before It is Introduced. 

COMMISSIONER RODRIGUEZ: We' 11 react to that package, but. just In 
closing 11 11 ~~y two things~ Number one, we talk about accountabll lty, and I 
~gree with It, but 1. am a, strong bel lever that accountabl I lty ha.s to apply to 
a 11 of us who ,are dea I i'ng w I th the prob I em. I am heartened to hear that you 
~ave the respbnslble piece~ also working together, because I think with that, 
whatever comes out of lt .should certainly be In sufficient status that the 
public wll I have confidence that we responded to a problem legitimately, and 
11 pray that Ital I comes out, first and foremost, In the pub! lc 1 s Interest. 

ASSEMBLYMAN ADUBATO: Do you know what Is going to happen? I am 
m~kihg a predlttio~ to yo~. The doctors are·golng to be unhappy; the lawyers 
are going to ;'be unhappy; the agents are going to be unhappy; and, the 
comp~n i es, are 'going to be unhappy. Do you know what that means? It is 
probably the right thing. 
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COMMISSIONER RODRIGUEZ: And, I f the peop I e are happy, I . th Ink. We 
would have succeeded. 

ASSEMBLYMAN ADUBATO: Wei I; do you know when the people w.i 11 be 
happy? They will be happy when they see It In place and they see ltWorklng, 
and when they see the P-ffects. I don I t expect \he peop I e to be happy, not 
today. I do nol expect thctf. And, 11 111 1wl asklng lht::l people to be t;appy. 
I'm asking the people -to say, "Al I right,. they're saying they are trying 
somethlng. Let me see how much my premium Is the next time I paj it. 11 Then 
we w II I f Ind out if the peep I e are happy, after they have to pay a premium 
when the total system Is c:hanged. I do not submit this as perfect; I do not· 
submit that there could not be an alteration or two in here. I'm not saying 
that -- or a change I 11 here. I I m not say Ing tha't either. What I am saying 
ls, It Is a question of degree. You noticed I did not give a dollar amount 
in the threshold, d.idn 1 t you? And, I 1 m not going to, not on this mike. And, 
the arbitration is there, and this package being presented wi 11 be offered 
when the fl na I p I ece -- and that hasn I t been done-- By next Tuesday, the 
tota I package w 111 be comp I eted, w I th or w I thout anybody else l nvol ved -­
hopefu II y, w I th everybody I nvo I ved, because I know that Is what we a 11 want. 
But, this Chair wil) not •alt beyond hext Tuesday and, you know, In this 1 ife 
nothing stands stl 11. You either go forward or you go backward. If we don't 
go forward-- I am go Ing to say l t here now. I have been er It id zed a bout 
Assembly Bi 11 1696, which I know 90% you support, If not .more, and I accept 
your criticisms as being forthright. I disagree wlth you on how the point 
system works, quite frank'ly. I disagree about the averaging, but you know 

, someth Ing, after I ook Ing In the newspapers, when f Ive Repub II can Senators and 
about twelve Republican Assembly people said they did not know the averaging 
was rn the bill, and If they did, "they would have voted against it.". Let me 
te 11 you someth Ing for the record, If we don't move forward, we are go Ing to 
look at that averaging ag8in, because maybe I made a mistake. I didn't know 
that a 11 these Republ lean Senators were against that. I didn't know a 11 
the$e Republican Assembly people were against that. And, I must say to you, 
that every Senator and every Assemblyperson has the right to introduce any 
bl 11 he wants. So far, no one has Introduced a bill to take out the 
averaging, In spite of the .fact that they said they were against it, and they 
wou Id not have voted for the b I I I I f they had known lt was in there. I. arn 
not going to go Into the sharing of Information that this Chair does. But, I 
want you to know · that If we don I t move forward, we can certain I y move 
backward, because we are not stand Ing st I I I • 

COMMISSIONER RODRIGUEZ: I don't think we can go back too far or we 
are going to feel the f Ire from the peop'le. 

ASSEMBLYMAN ADUBATO :, We I I , 1. agree w I th you. I agree with you. 
But,. you know, the. most Important thing with competition Is equity, and if 
you don't have equity, competition doesn't mean anything. 'Free enterprise 
does not mean, as I .11 ke to say, you have a . I I cense to g Ive peep I e the 
shaft. Free enterprise and equity are synonymous; they go hand in hand. 
There Is no conflict between free enterprise and equity. Equity Is something 
we have to keep str Iv Ing for. If Amer I ca doesn I t stand for that, I don I t · 
know what we stand for. The obligation to keep trying to make things better 
and more fair, that js basic. If that Is not part of. this system, then we 
should questJon the total system. I think lt i~, by the way. I just think 
It has to be. nudged. · 

I'm sorry but, you know, you · were the cata I yst that brought th is 
whole thing out on the table. 
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q~MMISSIONER RODRIGUEZ: Wei I, I 1m happy to hear that. 
ASSEMBLYMAN ADUBATO: You know why? I don t t want you to th Ink, 

JoE3, that w~ are sittlng here just I lstening to testl_mony. I don't want you 
tc, think th~t. E3etween Monday 1:rnd today, an awful lot went on, and before 
Mondc;1y, · an 1~wfu I· lot went on. On Saturdays, on Sundays, every day of the 
week. I'm ~~t exaggerating. It is not up to me to tel I you who those people 
are. It thi?se peop I e want to te I I you who they are, they w 111 te I I you. I 
am not at I tbrrty to te I I you who thf:ly are, but they are dee Is I on makers, and 
that is whar, c:ounts. They arEl the pElople who make the decislonse They are 
119t people ~ho come back with half truths about what is going on in Trenton. 

· l'-!11 sorry, Joe. I didn't mean to get carried gway. I 1m finished., 
COMMISSIONER RODRIGUEZ: No, that's al I right. I 1 m finished also. 

I carne hen( pecause you requested me to be here. I th Ink that with the 
var i efy of peop I e who are working on th Is;..- When I say 11mak Ing the peop I e 
h9ppy ," what I rea I I y megp is that they have to be conv I need thai· we honest I y 
rE1cogni:?:e ttte problem and we, in good faith, rec;icted to that problem and Cgme 
upwlth a r~~ponse. Then It Is up to us to be sure that they have c::onfidence 
In wh.a.t we hc!Ve done, regardless of where that takes us if it, In fact, Is· 
the honest a~swer. 

AS$~MBLYMAN ADUBATO: rt It Is the honest thing, that we honestly 
p~! ieve ls t,he best thing for us to do, then we should do rf, and· I think 
fhgt is whcit you are saying; regardless of th.e pol ltlcal consequences, we 
should do 1+. I know that's you, and I know that's Senator Dumont sitting 
behind yc:,u. , bnd, It is not agreement; It has nothing tQ do with agreement. 
It hc:1s to do,; with a word cc:1I led 11convlction 11 and a word cal IE!d llcommltment. 11 

CQ~t,HSSIONER RODRIGUEZ: And, accountabl I lty. 
AS$EMBLYMAN APUBATO: I I Ike that too; that Is even more important, 

accoyntab i ! i,;h. Commissioner, thank you for com Ing. 
COMMISSIONER RODRIGUEZ: Okay, thank you. 
AS$EMBL YMAN ADUBATO: Jasper, I wou Id I Ike you to stay. Is that 

ok.c'!ly, Commls~loner? Can I keep him here? 
· · · COMM;ISSIONl;R RODRIGUEZ: Yes, brought him for that purpose, 

b>_e9au.se I hc1_ve to I ec'!IVE;). 
AS.$EMBL YMAN ADUBATO: Okay, good. Thank you. Jasper, I am not 

g,olng to p.uf you over· the coals as I had Intended to, for one reason. I 
intend to a$k you some very direct quest ions that are very Important to us, 
antj t kno.w that Assemblym~n Thompson and Kosco may have some questions, and I 
wish the Commissioner-... You_ know, I wrote these down for the Commi.ssloner, 
darn It~ C~.n you get fhE;) Commissioner, If he Is. st! 11 here, please? I have 
Just three q~estlc>ns I want him tq S11swer. There are three questl.ons he has 
tq b~ asked. (Chclirman sends somE!o.ne out after Comml.ssloner.) 

Ja~per, I; don I t want you to be I nterrvpted once you start. 
MR, JACKSON: Cc;1n we wait for him? , 
AS$~MBLYMAN, ADU!3ATQ: · Al I rig_ht,. but please get over the.re. I' I I 

tel;! yo1,1 ri.ght now, we are ge>llig to go rl.ght through, Jasper, because, you 
knqw, what l{w.ant tq deal with with you is not pol.ky,, naturally. I wan_t to 
c:le.a_l with y;6ll with mechanic:s. I will keep the policy questions for Joe 
Rodriguez, H they caught him. (Chairman Is Informed that Commissioner 
B,¢>dl'.'iguez has left the bui !ding.) Al I right, the Commissioner Is gone, so I 
am g<J.ing to ask you. What Is your position with the Pub I ic Advocate 1 s 
6.ff i:c:e? · 
J A. S I? E R J A C K S O N_: am a Deputy Public Advocate. 
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ASSEMBLYMAN ADUBATO: You are going to be here for I ess than 
fifteen minutes, Jasper. Please use both mikes and state your position 
again. 

MR. JACKSON: am a Deputy Pub,llc Advocate, but I am also the 
Chief of th~ Insurance Bureau within the Division of Rate Counsel, in the 
Department of the Publ le Advocate. 

ASSEMBLYMAN ADUBATO: Rate Counsel? 
MR. JACKSON: Yes. 
ASSEMBLYMAN ADUBATO: A chief In that d Iv Is I on. For the record, I 

am going to say publ lcly that already asked these questions of Joe 
Rodriguez, the Commissioner, and already got his answers. I wc;int that on the 
record, and, you know, anybody, c1 reporter or anyone else, can ask him if it 
is true. I I m say Ing I a I ready asked the Comm I ss I oner, and I a I ready know. his 
statement. But, as far as you know, when ISO was granted Its latest Increase 
to 7% on January 7, and In that press relecise that went out-- Did you see 
the press release? 

MR. JACKSON: Yes, I did. 
ASSEMBLYMAN ADUBATO: Al I right. Although it was In the fi I ing, 

the c I ass change, were you aware of. the c I ass change being granted when the 
press release went out? 

MR. JACKSON: No, I was not. 1, did not become aware of it--
ASSEMBLYMAN ADUBATO: (Interrupt Ing) How did you become aware of 

the class change? Was It from the press release the Commissioner's office 
gave you? 

MR. JACKSON: No, It was not. It was ~hrough an article that i 
read In the Star-Ledger. 

ASSEMBLYMAN ADUBATO: It was through an art i c I e that you read in 
the Star-Ledger by Vince Zarate? 

. MR. JACKSON: Yes. 
ASSEMBLYMAN ADUBATO: Al I right~ So, you did not get the 

Information as the Pub I le Advocate that the Commissioner had changed the 
entire class plan for ISO. Is that a fair statement? 

MR. JACKSON: .That Is a fair statement. 
ASSEMBLYMAN ADUBATO: Next question, were you ever notified of the 

Federal law changing Medicare becoming primary by the Insurance Department? 
MR. JACKSON: No, we were not. 
ASSEMBLYMAN ADUBATO: How d Id you pecome aware of the changes in 

Medicare? 
MR. JACKSON: Once again, through articles we read and reviewed in. 

the press. 
ASSEMBLYMAN ADUBATO: In the press. How were those. articles 

motlvc1ted? Who were the articles about? Were they about the Governor? Were 
they about the Commissioner? Were they about Assemblymen Karcher and Adubato 
and the Assembly issuing the press release about the Medicare changes? Do 
you remember? 

MR. JACKSON: Yes. I believe the articles we reviewed mentioned 
the Assembly. 

ASSEMBLYMAN ADUBATO: Did you ever see any articles mentioning the 
Comm I ss I oner I s statement about the threat of Medi care changing as a primary 
carr !er? 

MR. JACKSON: No, we did not. 
ASSEMBLYMAN ADUBATO: Officially or unofficially? 
MR. JACKSON: Officially or unofficially, we did not. 
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ASSE~BLYMAN ADUBATO: So, the Commissioner's office never notified 
fhe Public Advocate that .senior citizens were going to go up from a $58.00 
minimum to $114~()0, potentially, ~ecause of the shift in' cost? 

MR. t,AGK~ON: That' Is 1;1n accurate statement. 
·. ..· ASSl;MBLYMAN ADU.SATO: . From 1973 until l977, under no-fault, did the 

~en!9f cltl~eni; of New Jersey pay a total PIP premium, In spite of the fact 
that Medic9re ~a~ primary? . . · 

MR- JACKSQN: Yes, they d Id. 
ASSEMEiLYMAN ADUBATO: The system was changed when, In 1977? . Is 

that correct? 
· · · · MR. JACKSON: Yes. . . 

ASSEMBLYMAN ADL!BATO: What happened to all the money the companies 
collected from 1973 to 1977, without having the responsibility of paying for 
a,beneflt? 

MR. JACKSON: They ref a I ned It. 
ASSEMBLYMAN ADUBATO: They reta I ned the money?, 
MR •• JACKSON: Yes. 
ASSEMBLYMAN ADUBATO: 

correct that etror? 
Has anything ever been done In this State to 

.... MR~ Jj\CKSON: Well, other than changing the rating requJrement that 
serdor citizen$ only pay 50% of the current PiP rate, no. No. action has ever 
been taken that I i3m aware of. 

ASSEM8LYMAN ADUBA16: No action has been taken. Has anyone In tne 
Commls~ioner 1s pfHce or In.· the Publ le Advocafe 1 s office ever. written 

· cinith i ng . 9oouf, it, or. asked the insurance companies to correct the Ir honest 
mistake anp iha~e c:1n honest correction? . . · .·· 

MR• :JACKSON: Wei I, when Phi I Ip Ste.rn was. the Chief Actuary, the 
Property Llabli tty Actuary for the Department of Insurance, and was trying to 
addre~s . the . entire problem, we brought to h Is attention the fact that 
c:onsld~rati~n shbuid be gJven ~o trying to recoup the past charges for the 
senibr. citizens. . He indicated that he would discuss It with then 
Cx>mmissJorier Speier an. . He then Ind I cated to me that he had i and after that 
jother issues de~eioped and, as far as I am concern.ad, the whole-process 
stopped~ · · · · · 

ASSEMBLYMAN ADUBATO: Isn't It also a fact that from 1973 until 
. today, handi~app,ed people -- permanently handicapped. people, who can drive 

i3n aut9inoblle, ~nd do drive, and are Insured, and have always been covered 
und~r Medicare as primary, have always paid the full PIP premium, including 
today? . . 

MR •. JACKSON: Yes, that is true. 
ASSEMBLYMAN ADU,BATO: . So, In other words, every handicapped driver 

who JsdrlYlng an automobile today In this State, If. they were to have an 
accident, arid were taken to the hospital, their Insurance coverage would not 
be tr I ggered unt i I they exhausted a I I the Ir .Medi care payments? 

MR. JACKSON: That J s correct. . . ·. . ' 
.f\SSEMBLYMAN ADUBATO: Then PIP wou Id come into p.l ay. 
MR. Jf\CKSON: Yes. . . ·· .. · . . 
AS$EMBLYMAN ADUBATO: Ho~ever, the Insurance industry ls co 11 ectlng 

-the ful I premium as if they were the primary carrier.· Isn't that a· fact? 
MR. JACKSON:' Yes, it Is. 

,ASSEMBLYMAN ADUBAtd: Thank you, Mr. Jackson: Moving right along-... 
Mr. Jackson, have you reviewed the written statement .and accompanying· 
.exh i b I ts subrn I tted to th Is Committee by Comm Issi oner ·Murphy? 
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MR. JACKSON: Yes, I h~~e. 
ASSEME3LYMAN AOUBATO: Do you bel. I eve they accurate! y depict the 

· Publ le Advocate's role In automobl le rate matters?· 
. MR. JACKSON: Nqt ent I re I y • 

. ASSEMBLYM.AN ADUBATO: .Where do you differ? 
MR. JACKSON; Wei I, on Page 2-- · < .··•·· ' ; , 
ASSEMBLYMAN ADUBATO:. Aod, why? .. Lef 1 s put Jt that way. We kn.ow 

. that you dfffer, but why? .·· - .•.. •.· ·· . . .. . .· . · ·. .· .· 
. MR. ~AOKSON: Wei I, Oil Page' 2. of the Co'rnmlssloner 1s statement, In.· 

.. what woul.d be the f I rst fu I 1. paragraph~ the I ast sentence, he states that, 
i•Except In.· the. State Farm matter and· 1n the AIPSO Admlrils.fratlve Law 
proceeding, the ·.fubl le Advocate 'dfd not demand . a hearing 'before 'the ratJ 
approva I . was granted .n The f ac;:t Is that, In all of the auto rate pet it I ans 
In which we have .Intervened before the Department of· Jnsurance, we have 
demanded hear:1,ngs. Not only have we demanded.hearings, we ha.ve reque,sted 
that they be considered .to be contested case proceedings and transferred·tor 
hearing before the oft.tee of Administrative Law. _ · · ·. · .. 

·· C.ommlss.loner. Murphy, In 1110s+·of the Instances In which we requested 
hearings,,. simply did not accede to our reques.ts. He felt that hear.lngs. were 
a form of confrontat'lon which he W(!!n.ted to ~v.old, and he also thought that 
they cou Id be q u I te I engthy and expen s I VEl·• He a I so ind leafed that It was tl Is ·· 

· perception. that the market was I ri. crtsl s and· t.~~t 5ometh Ing 'had to be done . 
. exped ltlousJy and, therefore, In most Instances, he den I ed our requests •... 

. · ASSEMBLYMAN ADUBATO: Al I r I ght. Now, . I.et me ask you tfrt s. Aran I t 
you talking about a two-stage situation, where In the initial phase of an 
approval -- I Ike the ISO thing was two phases, wasn't it?· 

. . MR.JACKSON:· Yes, It was. . . 
ASSEMBLYMAN ADUBATO: There was a phase one and a phase two. Now, 

for• the .. recor·d _,;. l want to put th Is on the record "."- .. for the record, . t wa.nt .·. i 

. everyone. here to. know, and, I want _the people to know, that I was one of the . 
people, without the Commlssloner ~now Ing about It~· to the best of ,ny 
knowledge, because I c:ertalnly did not tel I him, and never discussed It with 

·him, or anyone els~ In. the Insurance Department, but I ~entto the Public_ 
AdVocate 1s o.fflce; along with some people, from the Governor's office, to a· 
meeting that yqu a.lsoattended~ · ls.that a fair statement? . 

< .. ··•···· .• MR~ JACKSON: That ls correct •. ··. ·.· .· · ... ·· ..... ··• .. ·. · ·• 
·.· ·. . . . ASSEMBLYMAN ADUBATo:· .· Did I·. :request that the Publ h:, AdVpcate's 

o.fflce expedite the rate requests of the compantes. as soon .as ·pqsstble in the 
f I rst phase of· those reqlJests? . . . . . ... . . .. 

. MR. JACKSON: Yes·, you d Id:. 
ASSEMBLYMAN ADUBATO: Did I say that any errors you picked up, tci 

study · -- not to g Ive, them some+h Ing you _d Id n I t th I n_k they needed, but' If , 
there was a strong d H;agreement, and you did not have a 11 fhe data, d Id I 
request, to the best of your abl I tty, that you give them the rate Increase 
anyway and argue about ff I ater? . . . . . . 

. MR. JACKSON:". Y~s; you d Id •... 
ASSEM!3LYMAN ADUBATO: .. I -just .want that ·on the record. Now, .phase 

two, and that Is what I am concer:n~d about. . , When. you wanted .. the 
. docu111entatfon ·and you wanted the hearings, you were· promised in phase one 
. that ·you were gol ng to have 'those hear I ngs. ls tha•t a fact? 

:,.MR. JACKSON:/ Yes, ,we bel laved we were promised •. 
. I\SSEMBLYMAN ADUBATO: · You bel laved you .··• were promised. The. 

CommJsstoner said you were not. 

51 



. MR/ J.ACKSON: Correct. Later on, when we moved for the phase two 
·proceed fog, :he e>Spr.essed surpr I SE:! that we fe It that there was an 
1.1ng~rstandin~1th.at therE:i would be a·phase two hearing. . 

.. , ASS~MBLYMAN APUBATQ: So~ there was a· mlsynderstandtns tietween y9ur 
office a!l~ th~ Commissioner's office abo\Jt th.e fact th.qt the Publ le AdvocatE:i, 
'1h ! I~· l t coqp~rated tota.II y-- Is t~at an understat!:lrn~rit .,._ tcifo 11 y? 
. IVIR~J JACKSON: 'I do .not be 11 eve so 0 . . .. 

~SS~MBLYMAN ADUB,ATO: The ·lPlit>llc· Advocate. 1 s office cooperated 
t9:ta \ ! y WI th tnos.e, In It I a I ! ricrease,s, and d Id. not sta11d In the way, ' ln fact;. 

. th,~. dp~um~\1t9.tl9P th.at I. h9ve shows +hat the. Pub I 1.c Advacate 15 offl.c::e wasn 1+ 
~v~n: tnvo\y~d} In some ot tho5E1 in.creases. They were granted before yoµ even. 
gqt ·the dqc:µ~11tation~ You got the documentation after the lncreas!3s ~~re 
granted. ·G1;Je me the record. For Instance., when we. look at the fact that .. - ~•'' .-. \•<' r • ·: · ,; .. · • · -· • . · " : · ,.. •· · · ·,., · • - · ·· · 

AlPSO.':".;,. Q!(~iy?. 
· M~~~/J·~~KSON: pcirdon me,, w.hat exhibit? • . . . . 

. AS,SiMBLYMAN ADl,lf;1ATO: Oh, I'm sorryi we.'re talktng abo1,1t Exhlblt 
a-1 •. · Thl.s.. 1.s.' the I.1st of tht;t last twelve months of a.I I the' Increases that 
~ere grc1ntedto cl,ny fl le.r. AIPSO ask1:1d, on Jul.y 8, 1982, actuelly. for a 30% 

. lnc:r~~~e, .• , Th,c1t I~ not. re,f lecfed here,. though. · They say the company 
re,qlles,ted, · 15,%: and, 7%• To. the b8/i.'t of. my knowledge', they requested 3Qj, 

MR-, .J.ACKSON: That Is correct. . 
A$~EM6LYMAt,J APUBATO: That ts correct. 
~- [~ACKSON: · Essf:3ntl.a I ly they requested th I rty ... two. · pol nt ~omethlng_ 

t b • l, . , . . . 
percen \, . \./., --. 

to 30%•, 
ASS~M!3L YMAN ADUBATO .: Th I rtr-two percen,t • \1e I I, I rounded It off 

~8~ "JA~KSON: Ye.s, f l,fteen. a.nd t I tteen wou I cj produce that. 
A.SS;f;~l:3LYMAN. ADUE3A,TO: Thl:s documentation says they requested 15:f. 

•··i:' -- . 

MR. JAQ~SON: Ye.s •. 
ASS .. EMl;IL YMAN APUBAJO: At phase one .• 
M~ ~- jACKSON: Yes, a.n d ano,ther 15% I n adcj l,tlon to that 15.:t wo4 Id 

W;c;>rk, 9,1,rt te>, tblrtYc-t,w,,c,, som.1;1 percen.t. 
AS~E,M,lpLYMAN ApUBAJO: Right, thirty some odd percent, tw,o pha.ses. 

· tog~tMr•. N9\'!, that letter Y(as dated July 8, 1982. · The ln~rease was. 
aJ)pr;::0;~e,d Oil Ju I. y 9., t~e next cja,}'.,. the. to+a I 15%, • 
. . ·. . . MR. JACKSON: Yes. 

Aifs,~Ml;:!LYM,t\t,{ ADllBATO: The Rubllc Mvocate..'s offlce,.dld not re.ca.Ive 
notice,. u,n,tll Ju,IYc 13 •. ls. tha.t pos.s.lbleJ 

·· · · M~• JA~KSON_: Yes. May I correct something here on the axhlblt? 
. AS,S;EME!LYMAN ADUBATO: . Sure.. I'm. 99Jng' by the CommJssloner•s .· 

documenta.t ion, nqt m I ne. · · · 
. .. .. ... . M~~ JAQK.S.ON: ·. Ok~Y1• Y~.u•re lqpklng a:t, AIPSO, am I. car-r.e.<;:tl 

ASSEME3LYMf.N_ AOUSAJO: Yes,, AIPSO, not ISO. 
MR. JACKSON: ·Which.Is the assigned. rls.k cla.lrn? 
AS.S.~t-1~L,YMAN: ADl)BATO: Y$.s, s:1 r. . . 
M~.,. JAC.KSO_N: ·. 1.· tl:i}nk. the.J w.hc.'!t happ_ened was t·hat the, comp.any made,. 

its reql!e.st ~n JlJly 8, 1982, and WE! received the documeJ1,-ta.tlo.n on or a.boµf 
tha.t d~,;t~.~ ·· The_ prob;lein was. th.?tt. w,e d.ld n.ot m?1,ke our · rec;,pmmeridatlon. unt•ll . 
Jl!ly l:5, 19~;2, b.lJt the. CPmmlsslqner; had_ acte.d on JlJly 9~. · 

. .. . AS$EMBLYMAN .. A,DUaATO: Al 1- rig.ht, so I sta·nd.rcorr::ec,teq. You, had the 
inJprmc;1tJon, but you d,ld ni::>t mal<e y9ur recornmendc.'!.tlon untl,I .JuJy 1.31,. which:, 
~9s .. H V~: d:ay.!i I ater •: · ' · · · 



MR. JACKSON: . Correct. 
ASSEMBLYMAN ADUBATO; You made your recommendat I on ln f Ive days 1 

time to a rate request. Right? 
MR.; JACKSON: Yes •. 
ASSEMBLYMAN ADUBATO: Howevorr It was already !;Jranted the next day, 

before you even made your recornmendat I on? 
. MR. JACKSON: Yes, which Incidentally we didn't know, because at 

the time we flied the recommendation we still had not received the 
Department's order of approva I. 

. . ASSEMBLYMAN ADUBATO: So, In .other words, the Increase was granted 
and the Public Advocate 1 s office had no knowledge of it being granted/or 
when it was granted? 

MR. JACKSON: That Is correct. 
ASSEMBLYMAN ADUBATO: That Is correct? 
MR. JACKSON: · Yes. 
ASSEMBLYMAN ADUBATO: Thank you. 
ASSEMBLYMAN KOSCO: May I ask a question? 
ASSEMBLYMAN ADUBATO: Sure, Lou, go right ahead. 
ASSEMBLYMAN KOSCO: What you are saying is, that the rate Increase 

was granted, and you were told It was granted; you were not being asked If it 
was proper or If you agreed with It; yo1,.1 were being told th.at it was granted?· 

MR. JACKSON: That is correct. 
ASSEMBLYMAN KOSCO: Were you a5l<ed for. a recommend at I on , or d Id you • 

just make that recommendation on your own? 
MR. JACKSON: We made the recommendation as a matter of due course, 

because we had intervened in the matter. The recommendation was not 
i specif I ca I I y requested of us. 

ASSEMBLYMAN KOSCO: Okay. You d Id not get the rate Increase w I.th a 
letter that said,. 11WII I you please respond to this?" 

MR. JACKSON: No, we did tlot. 
ASSEMBLYMAN KOSCO: Okay. 
ASSEMBLYMAN ADUBATO: 'Were you given a tlrne notice to respond? 

much time.were you given to. respond? . 
MR. JACKSON: We were. given· no,tlrne, because the· Oepartmenfjus.t 

acted.·· ... 1 t d l d not notify us that I .t was "going to. act, nor dld it g Ive 1us a 
specified. period of time within which to act. . .. · ... · ·.. .. .... , 

ASSEMBLYMAN ADUBATO: Well,that ls technically.true, 1;:iut.l~n•tlt 
also true that there. was a twenty-four hour period from the time the re9ues1" 
was. made· to the time the request was granted?· So, I would say you, had 

. twenty-four hours to respond. You may not have b.een gjv~n. a reque~t in· 
writing, but the results c:ire that from the twenty-four hour peripd, you had 
to respond to that, rate f.i I Ing and, if you d ldn •t, It was ov.er. That is 'the 
point. It was a twenty-four hour period. You were given the letter, and In 
twenty-four hours the increase was granted~ So, If they didn't do anything 
In that twenty"'.'.fourhour period, It was just too bad; it was already done. 

· Now, 1. want to ask about the I SO Step One and Step Two that were 
fl I ed on May 19, 1982 -- the recommendatl on, and that was the 30% dea I, 15% 
and 15%, that ended up being 15% and 7%. 

MR .. JACKSON: Yes. 
ASSEMBLYMAN ADUBATO: From that, the Important thing there, and 1. 

wi 11 restate it, is, I did not question the Commls.sioner giving ISO a 15% 
Increase; . I d Id not quest I on the Comm Issi oner giving I SO another 7'1, 
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'1n·~r,@,ci$.e~ ~'\:;, nqt believe, as much as I do not like to see ratelncreasesp 
th~f w~ are qqalified to rnak~ thoSe Judgments •. Thc:1t is my honest opinion: 
§<::>-, I .dlg nqt criticize th9se · 111creases~ However, our crltlcism came over 
tM fc1~t th9t !hey changed an entire nrtlng cl ass system for I $0, and what .1 
weir:it to hear i,, whiJe that was in the HI Ing, tq the best of your kno~ledge, 
wnij:ri Via§ the flrst time 1$0 f j h~d fpr tha.t Cli:!SS d1ange plan? 

MR, ~AQKSQN; As I recid I; .it was p9rt of a Dec::ember 7, 1977 f i Ung 
thgifi-i-,i,. $ 

ASSE:~~LYMAN ADUBATO:. It was 1977? 
MR.. ~AGkSON; Yes. The Insurance Services Office had made .. -
AS$l:.~@L¥MAN AD~BATO: $9., l w;.,s accurate when I sc;1i d 11 the f ifst 

t.il:ri~ th!.'3y f lled fat that class change was In 1977? 11 

MR+ ~ACKSON; Yes, yqu were. 
ASSEMBLYMAN ADUBATO: Al ,I rl~hto Under the former Commissioner_; 

c;H,~ t,e evEif'-·g~~nt that change? 
MR, ·4AQK$QN:. No, he disapproved l t, 
ASS\fMBI,. Y:MAI\I AQUBATO: He di sapprovE>d it, W1:1sn 't the former 

Cc>rt\rnisslq!H:lf l•oterestE>c:i In the inequities 1.n thE3·system? Dldn't tre feel thc;1t 
thE> ypllthf4,1 :';! o!)erators and the .. urban drivers . were. b1:3lng unfcllrly 
qisqrfm:i!'lqted @gi:linst? Wou,l<;l yol! s~y thatwqs his philosophy? 

MR.)ACKSQN;.·Yes, I would say that that was his philos<;>phy. 
ASSE:tv18LYMAN. APUBATO: Now, wait a minute, wait a minute. _I am 

tptcdly ·ciqnf\.ls~c:l. I shoqfdn't say that publkly, but Pm confused because I 
yndeq;tan'CI v!hy·' he. rl;)fuSed. that, ancl I am confused as to why other people 
t,e'§tlfled, .. inc:l't;1<Hng the Commlssloner, that th Is was to help the youthful 
@perat-ors qir,!:f The ,peop I e In the urb,ar'l areas. . l!m con fusee, Woµ Id you te 11 
µs why the for~E:irCommissloner disapproved this plan? 

MR., :jACKSON: We I I ~ he disapproved the p I an bec9u se It ha.d .a I I t"he 
E31!?1'1'l~nts of the current plan. The ~urrent 'pl.an Is caJled the 217 C.tasS 
'Plqn • .· lhe, cine,'' W1hl•ch lhey proposed was the 161 Cl ass Pl an. But,, both p I ans 
'c!r,e pre(ljl Cqted. up0n the . scime pr i ITC Ip I es and the same. fq1ctorso I 1'1 other 
wqrds~ they ar1;3 p:re~h::l:lt'ed up9n age, sex and marital status being used as the 
primciry ratln9 e::r-'.iteria, wlth territories thrown In, other us~ge and sqme· 
pi~rit ra,tlng i:tlneiples ... The,i '.?17 Class Plan, if yqu have c;1 full p.acka.ge of 
c()vergg:~s., ,ind y;qll take Into accqunt all the rating p<;>sslbl I I ties, produces 
ov~F '91)8 mlJ'llon 'rc1tes. The 161 C:lciss Pla,n w0uld .hcive reduced it.somewhat, 
by.t 1.fe_ stl,11 f._eel that youthful drivers., whether they reside in the suburbs Or ill U'i"hgl;l a,:&'eas, a,s wet I as ·yrbcin · res !dents., would have peen gr9ssly 

'9v~rchcirg'ed, ·5Q .lhat sc>me tnsureds 11 ,' t,hqs~ who are cons ld·ered to '~e )preferred 
~y t'he. pqmpiqli!{es, ..• WC>l,lld be- sl lghtl-y qnder:chcirged. . .. 

. · .. ··.,· . ·. . ·.· ·ASSJ!MBLYMAN A~LIBATQ: .- Let me lnterr.1;1.pt you, Jasper, You i !<now, 
sqil)$Tl11:1$S. l hc:1ye t<:>p 'rnuern · lnformcitl.on, and I think thc;1t ls one .. of your 

' f:~/1,J)ts., · ... · Y.ci:y hi:lve t•o much lnformatlone . W.hc,t I would I lke to ask yow ls : . 
't:M.J;'s: •.. ·· Is ft ,a. rcirr 'statement to. say that Assembly Bl 11 1696 addresses ':!:;he , 
pr<;:>t:>l~m of . 'th!.'3 · .y,9uth;f u I qperator and the c I ty . dr Iver to @ greater ~*tertt, .·.· 
wt:11:+e J t does~'•* s9lve al I the prob I ems, than the I SO c las,s p I. ai:n wou I q ·h<l!Ye 
done ·I l"1 r~dq.p ing 1'h!.'3lr rates? 

M~it -.JACKSON: Oh, s.ubstantlally so. 
A;&§ltfyf~,L YM.AN ADUSAfO: Su.bst·ant I a 11 y so. 
MR ... 4ACK$0tf; Meiy I make,,.-
A.S$1tM~LYMAN A.DU.~ATO: Nl:> 9 I want to ask you one thing. don't 

~i~n.t to forgeft this. l:n 1977, in their orlglnal fl ling in Oecemoer, .did lSO 
flatten any of their expenses. then, In th Is State? 
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MR. JACKSON: No, they did not. ·. 
ASSEMBLYMAN AOUBATO: No, theydld not. ·Diel ISO.have any .. capplng·· 

systent ln th.a Ir f i I I ngs? 
· MR. JACKSON:- . No, they 

. ASSEM8L Yt-\AN · ADUBATO: 
· flatten Ing of- taxes? . 

MR •. JACKSON: No, they did not. 
ASSEMBLYM,AN ADUBATO: Nq, they . d Id nbt. . l' m sorry ;to 

you; go ahead, Jasper.··. . ·· -·· ·• -· ·. · · ·• ···. 
ASSEMBLYMAN KOSCO: May ! just ask . ~ q~estJp~: for my: owtr:, 

Information? . . 
ASSEMBLYMAN ADUBATO: Sure, go rlght 'ahE:tad... . 
ASSEMBLYMAN ·KOSCO": When a plari Js pre$ented tor a rate Jhcrease·· 

and It Is refused, doesn't 1. t d I e, · or· does · It stay there forever _so th.at 
anybody can pick It up? -My question Is/ how did.this rat:e increase~;_; 

ASSEMBLYMAN. ADUBATO:\. Jhey ·keep resub;itlttlng It., •. .· .... · 
. ASSEMBLYMAN KOSCO: Okay•>· ,:So, It was orlglnat ly subm!f-fc;3_9 'lri 

1977~ Was It resubmitted every year after that? · 
: MR. JACKSON: .Every time~- .. · . .· ··,. .·· .. 
. ASSEMBLYMAN · ADUBATO; Every t I me they;_- .··• ·· I r~- stjrry; : go ·.ahead, . 

J·asper.·- ··-· · · .. · -. 
MR. JACKSON: ' Every t Ima I so f 11 ed for • a rate c1pp I I cafion, .they 

proposed, es sent I a l.ly ~ the 161 CI ass PI an. .· ... _.. ..·•··. . . . ... 
ASSEMBLYMAN.KOSCO: Okay, so that filing was puf in in 19!7, 197,e, 

1979, 1980 and 1981, every year, and every year It was turned down tor the 
same purpose? . · · · · · · ·· · · · ·· ·· 

. MR. JACKSON: Yes', I believe so. I thtnk tkat what happened, If my 
· .. ·. memory' serves me correct 11/;, and ·. I can check my recorcls ,. Is that ).f ~as 

· proposed In 1977 •. The .Commissioner Indicated that. he· would have· to 
·disapprove It and, in fact,hE:tthen scheduled-a'h13arJngtqe.~a~lne the equity· 

-· and the accuracy of. the rat Ing c I ass If I cat Ion scherri~s thet·. a I I the v\;ir lolls_ .· 
auto, lnsurershad. Aft1:1r he .~el d that·h~arlng, ~e conc:I uded·: that-~'.; ' ' . 

. A~SEMBLYMAN AD.UBATo:· When ·wc:1~ ,that hearing? , ·. •. . . _i ••:· .. _ . 

. MR. JACKSON: Tha_t hearlng commenced_ in Dacemoet; :J978 and ended,Jn 
December 1979. There were es~entli:11 ly eighty...;nfne: hearing days :qvE;tr .tne spari 
of the year jn ··whlc.h. the I ndµstfy.; th,,; Depar.tment of lns'1,1rance anq:fhe Publ'l.c 

.. Advocate presented .varlqµs W)fnesiies;on'.~il· .. -+he;.}!?SUE!S~ '•,:At JhE.t .. 9Qt)CltisiQn .of·•· 
that hearing, lt then took the Oepartme'rit about' a y~~r ~:nd' a '.quarfer :'to . 
. ~ya I uate the record, but qnce -that was accomp'li she~,/ the t:ornm I ~s I oner theri . 
disapproved; not only the current rating schemes, _but any ratJng icheme .. t·haf ·• 

. th!3 Insurers proposed, bas.Eld up_on thecrlterla which they turrent"ly· ~se,~- ' . 
. ASSEMBLYMAN ADUBATO: · 1. have only one other_ question',. Jasper. 

MR. JACKSON: May I jus.t continue. wt.th this answer? 
. ASSEMBLYMAN ADUBATO: Yes, go ahead_. .,, · ·· . · · . . . . -··· 
MR~ .JACKSON: --because he f.ound that, contrary to the contentions · 

. of· the Industry, · the p I ans were not accurate In terms of pred I ct Ing the 
losses .of the. var lous classes of pol lcyholders that 'they had, and that more 
than 11 ke ly they appeared to be surrogates for _other . factors wh I ch had . a· 
direct relationship to dr.lvlng, such as annual ml leage, the experience of. a .. 
driver and wheth_er or not one had actually had an accident, and' accumu.lated · · · 
motor vehicle movlng_vlofatlon points. That is the type of system that he' 
did, riot mandate; a partlcular system for the Insureds; he simply ldentiflecf 
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fhti$~ srlt~fl~ which hi!! felt they should ta;ke Into account In devefoplrig a 
, G i<-1$$ itl <tgf i ¢n sY$tem. 

. ASSEMEiLYMAN KOSCO: Thank you. 
A~$.EMBLYMAN ADUBATO: Jasper, -- with 

Y,o\J Jasper; but I w 11 I ca I I you Mr.. Jackson If 
:fiiil\ifii bee.n on the record from day one as oppos Ing 
i a i I owed th~ c:ompan I es to take In the future In 
~ +ait sfatement? 

your permission I wil I call 
you I i ke. But, Jasper, you 
the averaging Increases that 
Assemb I y E3 i I I l 696. Is that 

.· .. MR,.JACK$QN: Yes. 
AS6t'.M6LYMAN ADUBAfO: You testi fled strong I y age Inst that 

leg,$I~tloti In th~ Senate Chamber, as wel I as In the Assembly, at Committee 
h~~r I ng's? · 

MR. JACKSON: Yes. 
A$$1;MaLYMAN ADUBATO: · 

wMo is $i'ftlng here, before you 
M.R. JACKSON: Yeso 

You also notified the sponsor, Mike Adubato~ 
testl.fled, that you were golhg to do. that? 

ASSEMBLYMAN AbUBArO: Did you cal I me and tel I me, ''Assemblyman, 
agr~e \ijlth il1ci>st qt yqur DIii. I think It Is terrific for ;the people, and 
PH say it?'' You know, that's what you said. I don't know If .It ls true, 
g1,1t I hi:Yp~ it is.. But, you also had some. ·¢rltlclsm, :and the criticism was, 
Y,'60 said, ii,A$$'emblyman, I hope this· doesn't do anything to our frlendshlp, 
bu.t thl$ ismy fesponsIbi11ty, and l think the aver,aglng IS wrong." 

M~. JACKSON: "that is :accurate. 
A.SSliMl3tYMAN AOUBAl°'t't: Did ybu also tel I m'e you thought It was wrong 

'be;c~use. therQ vra$ri 1 t the! trade-off of accountabl I lty that you could review 
enough aoe:'1Jrr'a+e 1;nfot'matlon -to Justify the rate lncrea'ses? 

.. :r~R., ,JACKSON: That is corre'Ct. 
1\SSEMBtYMAN AOUBATO: You were against the tact t:hat the averaging 

wa;$, no,t bc1H~t1cecl out wlth e system o'f dlsclosure. Is. that a fair statement 
.. ;.. qJ\l ·e~¢e'ss :pir'o.f'it$ I .aw? 

•MR. JA:Cl<SQN~ I: would say that Is a talr statement. 
ASS'.E;M8t'YM1AN AO~BATO: I$ that a fa Ir statement? 
:11,1R,~ JACKSON,:· Tt:i;at ifs a fair st,atern.ent. 
~$;$8Ml3t. lf:MAN Al)L!Sl\TO: So then, It ha·s mot b'een accura'tet y reported 

flta+ 'fb'lil ,w,ere .Jiil-'St agalns+ averag,t:ng, because you were against averaging, 
t>.1;1t 1,in t:t:'$ pr~:rs~mt st;ate :and the w.,ay t·he s'ystem wo:utd a'l 'low lt to functi'on 
~em~ .:la;intl;l:a'r'Y l, 4.98~? 

'MR. JACKSON: ihat t: s C'orr1ect. 
,As$e;M~;L't"~A'N · ADIJB'Atb:: ·· I .Wanted th,at on the record~ beca,u,se I think 

'$,Qil)e p;eop'l'e were (;0n'hrsed: ,about that po'sltlon, and . ·I. was ,one. ·of them 
i'iili'tiatJy, l ad(nit t 1hat. 11:ltrt, a,fter ta<IKH11g to you, and after discussing It 

'~l'fh ''i''ellil, t ha>cl the o.·.p.por+unfty · ·Ni> a:pp:reclate why you 'fe.I t so s.troAg I y a.bout 
!tr'he ~:ver:a:9H::i:g. · What are, the thlng:s y,o.l;l thlnil~ W"e coul<!I do, or w:hat are t•he 
·+nJ:ngs. tha.t y,ou, as the Publ le Mvo:cate 1 s .person In th·e rate 'ma:klng system, 
'~l,il'E!'ve \'!"trey $h0'ulill have a;ppr:o•p,r late I y, put lr:ito the Hn,anctal d I sclesure 
rs:t'a'teoo~nt?, wti:at statl,stlcs don'1 t they ,put In., let's put It that wav? 

MR~ JACKSON: l t·hlnk that th:at would be a long 1llst., an,d it is 
kth'o 'o,f 'techn !'.'¢al • ' 

1A'.S~EM8LY.MAN ADl!JBATQ1: , All right. .Walt a minute,. know 
As§embty,ma(n, Tt1omp,s:on •o.nly ha-s, one :q,uest ion he sa Id he wanted to ask you, ,and 
t "V'0'1;1'lo, l 'ike hi;m to :,:fsk th!iit ,questlon because I want Senator !Dumont, who has 
:been sittin,9 here. patiently, to address us r !ght after that question., If that 
Is okay. Assemblyman Thompson? ' 
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ASSE:MBLYMAN THOMPSON: Thank you~ The one question I would Ii ke to 
ask Mr. Jackson Is. in reference to-- On Ju I y 26, 1982, State Farm asked for 
an increase of 15%, and the Pub I i c l\d.vq<::atei s office suggested a decrease of 
9.8%. The Commissioner's office gave an increase of 15%. I dd not 
understand-- · · .. ·· .·· · 

ASSEMBLYMAN ADUBATO: Jasper you heard that, but I don I t think some 
of the people ln the back heard it, so f wou Id Ii ke it repeated. 

ASSEMBLYMAN rHOMPSON: .On July 26, 1982, State Farm asked for an 
increase of l5%, but the Pub I ic Advocate' s off ice recommended a decrease of 
9.8%. ·. The CommJssidner•s office gave an increase of 15%. . . 

. ASSEMBLYMAN ADUBATO: ALI right. So, the pojnt is, there was a 
fl I ing by State Farm for an increase. The Commissioner's office granted 
State Farm a 15% increase, using the same data; I assume. The Public 

· Advocate' s office recommended a 9.8% decrease, not a. 9. 8% increase, . a 9.8% 
decrease. Now, that Is a heck of a. spread -- twentr•tour .points is it? My 
math I sn It too good, and maybe one of those young peop I e up there. in . the 
balcony can help me. Where are you al I from? (Assemblyman. Adubato speaks to 
students in the balcony who are vjsitlng.) 

FROM AUDIENCE: . We're from Middletown. 
ASSEMBLYMAN ADUBATO: Midcllefmm, that is a terrific town. What 

grade? · 
FROM AUDIENCE: Fourth grade. 
ASSEMBLYMAN ADUBATO: My toughest grade. It is n,ice to see you all 

here. 
FROM AUb I ENCE: Thank you, · Assemb I yroan. 
ASSEMBLYMAN ADUBATO: You 1re welcome. Jasper, ·I 1 m sorry for thpt 

interruption.· Why ls there such a great spread of that 24%1 
MR.JACKSON: Well, essenti.ally, the difference lstJedup in what 

we wou Id ca I l the trad it Iona I I y-accepted actuar i a I pr Inc i p I es., and the data 
which the companies tradition.ally rely.on, versus that which the Public 

' Advocate has. cc>me< to be I I eve is. required to tru I y eva I uate an insurer's 
revenue requirem,ents.. Essentially,· by Jhe time State Far.m made Jts fl I ing, 
we were aware 9f the fc:ict .th9t the Commissioner fe It s.urpr i sed by the fact 
that we.beLieved We'hqd an understc1nding 1t1ith,respect to the phase one and. 
phase tVIQ he;;ir .lngs~ .· So., we requesteP 9f ~:tate Fann, up front, the type of 
da,ta thatwe b.e I I ~ved Y!.e neededto rea Id y eva I uate its fl I in g, In add it I on to 
fhat ,whJc::h. WpS c9ntaJ Ped . I,,n. the rate petition f i .1 e,d . with the. Department of 
I n$,UFi:lD~.~., 9J1d ~/~. ,were Sl,JPQ.essfy I in i sec::qr)n,g, I Id say about 70% to 75% of 
thEJ~c:lr,~, > JJp9n/)th.~ 'i'ElM·'el<'l·9t t,m1;1J' 91;1t~·r tbf;3 e~.P~rt cqnsu lt1;1nts which . we 
tet9,li tt)qS~ist us lh ev9ly1;1tlpg the f"jl Ing concluded that the. State Farm 
rates ¥/~re. 1;1t leq?,t 9.13% excessive, pnd that they sh91,1ld be, in fact, r.edu'ced. 
rather than ln.creas.eo. . . ... . . · · 

The differences flow essentlaLly from three areas, or perhaps. 
tout. One, the experts believe that State Farmi Jn setting aside monies for 
claims to be paid in the future on the I iabl I ity side, had overreserved · 
substantially, that In setting the reserve for a claim-- I can give an 
example J~ this way. If a c1a1m was reported on whJch .the company believed 
it would ultimately Incur a loss of $100,000.00, It set the. loss reserve at 
$100,000.00. The experts round that that ·was not the correct thing to do,· 
because wh~n they looked .at the pasfjxperience of .State Farm, they saw that 
dn average t'his type of claim would be paid out, let's say, five years in the 
future, and they· believed· that the claim, therefore, should have been 
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9/s,cqunt~q; fh·~ ¢~$h .vafua, to t?!lke into c1ccount the Htvestment ec1rnlngs that. 
W¢i\f!q PG! ~~rr:ied bn :+he $100,·QQO.OO that was' set aside. . 
, . , ,, . '· . ~~, w.here, the c:l'aiim t,qd been $8t c1t essentially $100JOOQ.OO, they 

. ~$! l$v.~ -rna.t·p~rhiilP$ it shpulq have been set a+ something like $80,000.00 to 
·.· ,&fi,POQ.QO, ~09 th?it tt't!:l mpney would have>earned the addJti'onc11 monies 
· j':":ijq(.(fred e>V~F Th$ i(lv.E:1st!'!leht term at the time :the clsdm was paid out. 
· · · · ·A~StM~bJMAN AOU~ATO: Yes; qut I have a question about that. Isn't. 
!riV~$,tft1ent (Mgm~~ ~v.en on the' reset·ves, Included In the rate makln.g sy.stem? 
!ri O.,!'lh~.f ~~r~~~ y.oµ !<h;o~, I ~f10W it f's com.pl icate~, so maybe j shouldn't even 
~~!s 1'~~ qqes,tlPi'i ,hera; · · · · 

~Hf JA~K,S©,'N: Wei 1.~ yQI;.! .c.~n al:ik it,. because I was gofng to. ge•t to 
·, ~ if' ~.nywq.y , 

'' ' ' '~sse:~~l. YMAN ADVBATO: Oh. 
· . M,R;., Jd\C;)KS:ON: r th.Ink that we hav1:t,. in New Jersey, what J;s called 

th~ ~tC;ldH9r~ forrr:i,y,l~,.•·• ot the "Remand Formula, 11 which w.as promulgated by the 
~~pa,(tll\~J)i,1 of;' li!'i;$i,lra:1:1:ce around t,9;72. . lhc;1t formu I a I requl re.s' tha,t -the 
~J~l1J;l:ssJ9£1:l;ilr qt lns,u,ra,o,c~ take Info a,ocotuit the i ncv.estment earn lngs. on wha,t 
(s, ~sse,nttf,H't p:ol•icy~(()f.C:;l',t:ir assets< at the tlrn.e' a rate ls set.. We be·fleve 
t,b,~t th~te c;i,I('~ a h9s,t of probl·ems. w !'th that formula.. At the time it was 
Hrst:.Prorn,uJga,tec;t._ !;'t \tfa,s. p.~rhaps..; ... well.,. It wa.s one of the most radical 
thln91;s, i:n, th.$, cQtin;fty a:t the time~ lt wa,s very far,..rec;1chlng. •' But, since 
th~O,.,; ~b,~- ti:,:1,9.n:cl;a,i, scl~mce, has progressed to su.ch an extent that they. can 
r;tPW. t11ore q,~{;IJ,t·<'l:t:'Ei!Jy f lx w,ha,t w.ou Id qe c;1n adequate return' on equ rty for an 
i,r,i,s:~,r~r 9'r,l0', c;I,(,$'~,~ th,e,y ¢an 1110,re acc1,n':-c;1,t~ly fix wha.t shou,f d' be a falr. rate of 
r,,~tutfil, i;~, cir) i:,n;s.u,re.ic.: ' ' 

· · · Dkfi,f,~re.r:it ¢qrn.pa,n tes a:pp,ly the- Cl f.ffqrd or _Remand · Formul.a In 
<\l!J: t.,t~r'$irtt · \V,9yi,~: · · W1hc;t S:t~:te, F&rm did .,._ s·tat,e farm took the investment ·· t ncome 
lift<;?.,. a1:;cq\Jtlt~ tut It' p,1;,1:t att of. th:e money into, w;hat •It calded n'poJ,lcyho•lper 
$,yr;~Jt.J,.$ .•. 'l ·.· t~ q1i;ct not us,e any of• the mon.ey f:o,< ·reduc::e the rate or revenue 
r;:::~,!ili~iJ,t.~TtiE10:1" t~clih:c1t i:odn,s,.. l;-t: Pllt 1, t a H ln · the company I s chest so• that the 
~~1:tny · ~,Q\J•,tttl\ ba~v~, mor~- 'l\'IO!\iey to grow- aga Ln·s,t · In t'.tie future,. and ·th,ey sa Id 
'ltft)gt:'. sin9e., t:h~- P'.9•.Fioyhol di~r su-r(l>ku5 b'elcmg:ed' 1:'o the pol lcyholders, it was 
S,1irt}J·, ti~+ng: ·¢ir~.di.tetf to• t:h~- pol• lcy-1!\ol<lers. 'Wen, .. we cortt,endt':ld th,at,; pursuant 

, ,:~;~;:~'.::::!1~!:::;;!:', ·:'.u~e,~!::~· :bc:~:~;o~~~do f b~y:nhd~ d~ .. h:0t·, b~,eu·~:~··/·~.h::f i~:· ::; 
ttt~, Q:LJ,f:'?f~li:~i/:$!!1il1.ca,1,i,d Form,ula, actu.al+y operates a:itd' a,pplles 1·s ln,e.qultable to 

. :::e,.f;,t:1;:~j'.i~!!·sa,,.1.!;~•~~Qe0st ;::. ;~iv:r-1~,~~er:n!,:'!: rate ol return o:n their 

" . ' ' " Th~,,. q,;thet r'najqr dl ffeFence, I's tha,t, I. n torecas·t hig for- 'the: i rrrp:a·ct 
def:, h't,.ffa,f.liort.. w,e. fou.nd:, t¥taf .. .,, . WeJ h f I r·st, of a:J I , w.e bed l·ev,e• f'hat · the 

· !f t$!;,.l'.;i~=:~!1!i'1th~!+: ';;~1/~~cs0e, ~g~:'.;~.'e .0::u~n~::0;~:t r;:l. ·~;;a,;;~o:t~::~, 1~,!1, !:: 

, . . ,t..,YMAf( blOWBATO':: W,l;i"Q;f' d1~: y9u, tth,t.n,k abo,uf that law, •.l·•n-. F0l;or i da? 
~; Ye:>,\!; tihrlfllk,;, that wpu~I·~ be: h:e.l pluJ t0, tne Pu,bl'lc A'd,voca,te,1'•s oHlce.; or not?' 



MR. JACKSON: Oh, think it would be helpful to the Public 
Advocate 1 s office, and think it would be great for the citizens of the 
State of New Jersey. But~ r bel lave that if we go that route, we still have 
to address ourselves to the investment Income earned on poi lcyh61der assets 
as It Is ref I ec:te<1 _ In the ra·t-'"' mak Ing metho<1o lo9y. 

ASSEMHLYMAN ALJUtlArO: Yes, but now Just to,~ lhe r·ecord, we're only 
ta I king about po I icy assets as they app I y to the State of New Jersey, right? 
We I re not co 11 ect i ve I y talking about a I I the states. 

MR. JACKSON: That is correct. 
ASSEMBLYMAN ADUBATO: We are talking about an experience as it 

applies only to New Jersey. The reason why I bring that out is because some 
companies have suggested that some people wanted to deal with an experience 
that they had In other states, and tb use. their assets in the other states. 
You know, for Instance, State Farm returned, a few years ago, f i tty some odd· 
ml 11 ion dollars to their policyholders in nineteen states. it Is interesting 
to note that not one of those states was a no-fault state. 

MR. JACKSON: That ~s correct. 
ASSEMBLYMAN ADUBATO:. Not one, with the exception of Georgia ,-- -let 

me apologize -- which Is no-fault _this way, okay? It Is the only state.and, 
by the way, not on I y was Georg I a the on! y no-tau It state that was Inc I uded, 
but In the State of I I I I no Is, where State Farm and A I I state happen to be 
domiciled, State Farm did not return any money -- _In Illinois, but for 
d I fferent reasons. What we found out was that In 11 I i no Is there is great 
competition, especially between Al I state and State Farm, and they keep 
cutting their premiums down because, you know, they're fighting there. 

I want to make that kind of a cl !mate here •. I want them to fig~t 
here and have competition. You know, that is one of the ingredients we need, 
that I really do not thin_k we have, to be fair about it. That is the o-f+her 
~ide of the coin. 

MR. JACKSON: Competition? 
ASSEMBLYMAN ADUBATO: Yes. 
MR. JACKSON: I agree with you. I Just be I i eve that If we go 

to a system where the compan I es are ab I e to raise the rates on their own 
accord without prior approval, as you said, we would need a good system of 
accountab i I I ty. 

ASSEMBLYMAN ADUBATO: Well, l 1 r'n looking forward to that. 
MR. JACKSON: That system has, In my mind, not speaking for -the 

Public Advocate, a lot of elements to It. 
ASSEMBLYMAN ADUBATO: Mr. Jackson, want you to know that--
MR. JACKSON: May I say one thing? 
ASSEMBLYMAN ADUBATO: Yes, go ahead. 
MR. JACKSON: Ca U torn I a Is the state that the companies point to 

as the bench mark for how open competition rates, and it is the original open 
rat Ing state. But, the fact Is, when you I ook at the State of Ca I I torn i a, it 
Is In the top five with respect to average premium, it has three to tour 
mil I Ion uninsured drivers on the road, and it has a residual market problem 
that; in my m Ind, Is as great as the one wh I ch we current I y have In New 
Jersey. The d I fference. is that In Ca I I torn I a, they have what they ca I I a 
"nonstandard market," so ~hat when they point to the assigned risk plan and 
they say, "Wei I, only about 5% to 7% of the drivers are there," they exclude 
from that observation the nonstandard market, which essentially operates in 
this manner. You have the Al !state Insurance Company and you have the 
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Allstate Indemnity Company. If a citizen goes to Allstate and for some 
reason Al I sfa+e doss not want to accept that person In what It ca 11 s I ts 
ilstandard company'' or "preferred company, 11 it says; "We 11, we' 11 give you 
cd'i/erage, not .I fl the A 11 state I hsurance Company, but you w 11 I st i I I have the 
s13rVice and +6e Al I state name behind you. We are going to place you in the 
lhciemnlty Company.; 11 What they don't tell the individual is that the rates 
·H-\ei'-E:i are of tent i•mes higher than those in the assigned risk p I an. 

ASSEMBLYMAN ADlJBATO: About 40%. 
MF'h ;JACKSON: At i east that. 
ASSl;JMBL'i'MAN AbUBATO: About 40% higher. But, lt 1 s In the voluntary 

market. It is. ntit the residua I market. 
Mft. 'JACKSON: Thafis true. 
ASSEMBLYMAN ADUBATO: It is the voluntarymarket, so when they talk 

abti'tlt 220·, 000 peop I e in Ca I I torn la, w I th twe Ive and a ha I f ml I I ion peop I e 
beihg in the ~ssigned risk; it is a true statement. 

Mfh, JACKSON: Except that we be 11 eve that the nonstandard market 
should be-- · 

ASSEMBLYMAN ADUBATO: But, they don I t te 11 you hbw many peop I e are 
tn the nonstandard market who have a good driving record, who are paying 40% 
'p'ius more than their nex:t-door neighbor whb has the same driving record. 

MR. JACKSON: That 1!5 correct. So, what I'm saying Is, if we are 
going to go to an open rating type env I ronment, we have to take measures to 
ensure that the market, in fact, operates competitively. 

A'SSEMBLYMAN ADUBATO: One other question. In the press release as 
issued by the Department -- not that you are respon s i b I e for the press 
releases _,.. but, do you know dne of the things that amazes me? In that State 
Pat·:rh tase whet-a the 1'5% was reported accurately as being 15%, there was no 
men,ti'on. of the fact that in• that same fl I Ing, State Farm was giving an 
incentive to the peop I e of th Is State, and we I re saying that If you had 
insurance with State Farm for three years, .and had n,o chargeable aocidents, 
th·e,y ga:ve you. a 5% reduct Ion in your premium. If you were w Ith State Farm 
for six years.and had no accldents; they were giving you a 10% reduction in 
your premlum. Now, I th Ink that Is newsworthy. I tl<l Ink, you know, that I 
woUld s'hc,u.t that from the rooftops, if I wa!5 in the Insurance Commissioner's 
oftice. l 1m not asking. you· to comment. 

bo you 'ktiow what I I m say htg, Lou? I mean, don I t you think that 
people wou Id l i>ka to know that If they had a safe-dr Iv Ing record, State Farm 
would reduce t'heir' pre·rn•iu1in after three years, and reduce it even more after 
si.x y,ear!5? 1.~:r11·t fl<lat an lncentl.ve? 

ASSEMBLYMAN KOSCO: · 1 fhlnk it would be very, very imp·ortant. 
ASSEMBLYMAN AIJWBATO•: I mean, we alw·ays talk about the negative; 

ret 1·s taH< about th,ep·ositlve. That's a positive with that filing, but no 
one said a word about It. I don't know who knows about it out there. I 
bnly know about it becau!5e 1, had to rea-d the whole fi I Ing. No one ever said 
'tt:> rn43,• ·11He:y:., M;ilke, do you know W'hat they d,i.d at State Farm? They have an 
ifreent<i,v·e program.•• Nb one. 1, had to read a f i I ing I Ike· tMs (Chairman 
li:\,diit>ates size of the f i I ing) to p lck that out. 

MIR' •. JACKSC>N: We 11 , there wers a I ot of changes that were made in 
- ter'ms .of Sta.ta Farm that were not reported. 

ASSIEMBLYMAN A(JUEIATO: I know. Schoo I buses went up 21%, and a few 
ofther thhig's, but th.ey are sti II- not charging as much as some other 
'C@mpattles, e,tern w·it'1l the 2-1 % incr'ease. So, somet Imes when you I ook at an 
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increase, and you say, 11 Hey, State Farm got a 21% increase," that's true. 
But, it's also true that their premium, even with the 21%, is sti 11 cheaper 
than most of the compan I es dol ng bus lness In th Is State. 

MR. JACKSON: That's true. 
ASSEMBLYMAN ADUBATO: So, lt 1 s not fair to just say State Farm got 

a 21% increase. It is fair to say they got an Increase, but look, they are 
sfl 11 dealing with the marketplace. In other words, I want to take the whole 
story If I can. You know, te I I It a I I • 

Jasper, I have no other quest I on s, except that. I want you to know 
that we are going to look for your help, especially when we talk about the 
areas of disclosure, and in the package of bl I ls we 1re talking about, and we 
are go Ing to ca I I on you. I know that you w i II continue to be 
straightforward, to be honest, and to take risks to speak your convictions as 
you see them. And, you know something, we need that. We all need it. We 
are not looking for agreement; we are looking for your integrity. Most of 
the things you talk· about, I have come to realize I agree with. I think 
sometimes we l!.;)ave ourselves hanging, you know, because 11m interested in 
running toward an open market. I admit that. I want to rush to competition 
and open It up, and sometimes i don't verbalize the fact that I also 
understan.d you have to have the accountahi I i ty. · You are focus Ing on the 
accountabU lty side, and I agree with you that It's necessary. I just want 
you to know that for the record. It is necessary, and I agree with you. 
Jasper, thank you very much for coming. . . · .. . 

MR. JACKSON: Okay. There Is just one other comment that I would 
like to add. You asked me whether there were some changes that we disagreed 
with. In Exhibit B-1 ltself, we hav~ some other areas of disagreement, but I 

. think I can submit most of them· ,n the form of written commentary for the 
record. For Instance, with respect to the ISO rate changes, it shows that in 
the second step the Pub I ic Advocate recommended 11~4% arid the company was 
granted 7%. 

ASSEMBLYMAN ADUBATO: Right. 
MR. JACKSON: In actuarlty, we recommended plus 9~8% on the total. 

32% rate request, and we never made a recommendation of 11.4%. 
ASSEMBLYMAN ADUBATO: I · read that. 11 m sorry I s I i pped tJP w i t.h 

that, but I read that. 
MR. JACKSdN: Okay. 
ASSEMBLYMAN ADUBATO: The 11.4%, to my knowledge, doesn't exist 

anywhere in the Public Advocate 1 s office. I don't know how the Commissioner 
got it on this paper, but it doesn't exist. 

· MR. JACKSON: The other area wh I ch we would dispute somewhat, is 
with respect to the Al I state rate Increases. It shows, essentially, three, 
with a Public Advocate recommendation that Is Indeterminate, one of p(us 6.2% 
and the other as none. We have a longstanding and continuing objection to 
the Allstate Insurance Company's use of any rate approved for !SOo It was 
made when ISO first became a bureau member, and It has continued since then. 
We have discussed It with Commissioner Murphy's office and his 
representatives on numerous occasions, and we have also taken steps to 
preserve the right to ra I se those issues In the context of an I SO hear Ing, 
the next time orie Is held. 

ASSEMBLYMAN ADUBATO: Is New Jersey the on I y state in America, or 
is there one other state, I think, that Al I state fl les with ISO? I think 
there is another state besides New Jersey. 
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MR{ JACKSON: Yes, I think there Is one other state. I am not 
~wij'rt) 1Df whiqh oh~ it is, bUt I bel !eve that Is an accurate statement .• 

ASSEMSLYMAN AbUBAtO: It Is one of the MI dwestern states, 
b~Jieve, a si:n~il state .... a small populous st,at.e, I think. 

MR~' JACKSON: .lh fact, Al I state was the company which led the 
13a++1e hi th~ early 1950's to permit companies to become Independent of a 
•tatf n9 bUreau 

AssiMst'fMAN A:OUl3A ro : Ye,s. 
MR~'.: JACKS'Ot'.h lt was with Al I state's departure from the bureau 

tf1i¥1t, i1h fact,. the Who'le c•lasslf Jcatlon ref.fn.emellt battle commenced. 
P.:$SEMBLYMAN AD'UBATO: But~ I also phi losophlcal ly agree that a 

'c±ti>'/npany hs, I thl11k, better oH deallng with its own experience than dealing 
with a ·c'6'1 l~ttivet:11ess 1of tompa'n'ies who are v.ery efficient -- and some 
cprri:pilinjes ;artivery ineffiC'ie11t., an:d then getting a ba·.lancing of a mesh. You 
'R:riio·w:, 'I SO :is il9n organ :1 zat ion--

MR ... JACKSON: :I agree w I th yo.u, and I .hope that is what the Stat-e 
w:1 I 'I 'rn6Ve to'w~rd • 
.. · A$S!tMB'LYMAN An'UBATO: We'! I,, that Is where we want to go; ,1 want you 
to kh$W that;1 That is where we would I Ike to eventually ,get to.~ ,And., t·he 
first 'wa'V ,yo'U' d10 that i's. by creating a cl .!mate where Allstate says., "Hey, I 
·don't h~ve tCi> g.et ·behlnu the ISO umbrel:la. I can go out there a.nd do my own 
th'f!i,·g<•" And., :1 w.ant fhern to do that. I .want to make every ;J ncentl ve, 
eve'ry'thlng 1t:l:fa+'we can do that is :falrp to get Allstate o·!At of ISO and back 
to fillTng ion fts owne I t,hlnk It Is extremely lmp.ortant that we do that, 
,don'' t y:ou? . · 

·MR. M1;bKSON'.: Yes., but see, ·1 think one of th:e problems Is, I think 
the tl'hnate :~~:d the environment needs to be crea'ted., but I think that at the 
very 6'1.ltset,car,y insurer who has 'a lar.ge enough volume to make r.ates 
}nae'.r,ienden't bf the bureau,, shou,ld be ,compelled to do soe 

ASSiEMBLYMAN ADUBATO: I have something on the drawing board for 

1t,,1R.,;d1AQKSON: 1Because, ·.otherwl.se, you wl 11 never .get true price 
competl tlon,. iJ.n f.act,, ,1 thln'k ,part ·o:f the debate .we have w Ith the Department 
<br lhs'tiranc;e '.Is That they have th Is not I on that, once they set a rate for 
·ISO, regar\:Jle'Ss of ·any company's experJence as long as they are .at ,the ISO 

1ra¥fe or 'close to ft,, ,ever.ythlng ls peachy and, In fac't., they ,will oftentimes 
:approve r,at,e · I ncrea'ses f.or comp an I es based on what they d Id for I SO, not 
payl rig ahy Yattentlon at .aii;f to t 1h·e Independent company data. 

'AS'S'EM13LYM'AN ADUBATQ: Based on what they d Id for ISO, I know that. 
!t::>H:I y6<u 'hear \Jhat he .just 0saJd,, tou.? tDf.d you und.erstand what he ,sa Id? 
·l1'm sorr:y to 'tal'k ,over ypur words, Jasper. 

, 1MR. ,J'ACKSQN ; C,t'h~ t v s dWay. 
'~S$EMBL'i'iMAN KOSCO: I wou Id I Ike t.o just ask one question .• 
ASSEMBLYMAN ADtlBATO : Go · ahea·d , Lou o 

ASSEMBLYMAN KOSCO: It seems. to me that the lnfor,matlon you 
·rg,a'ther:eti to deterrnlne that there shou l·d have been a decrease Instead of an 
}ncre'ase""'"' 1D,l,d y0u comp fl e a H th Is I nformat Ion in a four or f Ive-day 
,µerlod,, from fhe 'e lghth to the thirteenth? 

MR •. JACKSON: Noo In actual lty -- 11 m tryfog to think, w.lth 
;r:Efsp·ect to State Farm ..... are we d I scuss Ing 'State Farm· how? 

ASSEMBLYMAN KOSCO: Yeso 
.· MR. JACKSON: They actually made their appl I cation on August 26, 
'1982, and 'we made our recommendation on February 10, · 1983. 
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ASSEMBLYMAN KOSCO: So, you. had al I this information aval lahle when 
the Insurance office was making their rate change? 

MR. JACKSON: . Yes. 
ASSEMBLYMAN KOSCO: So, had they not If I ed · you before. they made the 

decision, you could .. have made this information available.to them. 
MRo .JACKSON: Yes.· Wei I, we did make the Information av8i I able to 

them w I th respect to . State Farm. · 
ASSEMBLYMAN.ADUBATO: I have to .stop you right.there;. forgive.me. 

I have to stop you right there. I admit I was thinking .of eating for a 
minute. (laught,er) I have to make sure this was the correction thaf was 
made. We're talking about State Farm's fl ling, the one that was in dispute. 

MR. JACKSON: Yes. . . . 
ASSEMBLYMAN. ADUBATO: And, we're talking abo.ut the fact that the 

CommJss I oner's off Ice pr~sented th Is Comm I ttee w Ith . a data sheet that shows 
that the fl nng was made .. ..: the letter was received on August 26, 1982, and 
Jt says that the Public Advocate 1 s office! made Its recommendation ori 
FebrLta,:-y lO, J982.. . . .· 

.MR. JACKSON: , Yes. 

the 
ASSEMBLYMAN ADUl3ATO: Which was a few·months before they even wrote 

.,letter. 
MR. JACKSON: Yes. 
ASSEMBLYMAN AOUBATO: 
MR. JACKSON: Yes. 
ASSEMBLYMAN ADUBATO: 
ASSEMBLYMAN KOSCO: 

So, that shou I d be February 10, 1983? 

A1 I r[ght, just another typographlcal error. 
I was confused there; that Is why I didrf't 

understand. · 
ASSEMBLYMAN ADUBATO: Lou, I have to admit I missed it. 
ASSEMBLYMAN KOSCO:. That's why I'm here, Mic:hael. 
ASSEMBLYMAN ADUBATO: I mlsse.d it; thank you; Louis. 
MR. JACKSON: Do you still have a question? 
ASSEMBLYMAN KOSCO: No, that's fine. 
ASSEMBLYMAN ADUBATO: So then, Apr 11 

1982, obviously•- the date It was approved. 
4 becomes )983, not Apri I 4, · 
The Cof'ilml ss loner 1 ~ offI<:e hc:15 

Apr: i I 4, 1982. . 
next question was going to.be, 11 h<>withe h~¢k ASSEMBLYMAN KOSCO: My 

did yqu get a 11 that lnforma·tlon 
ASSEMBLYMAN ADUBATO: 

In three or four days?" ·· •.·.· .. ····,. · · 
Did you pick up the la:stone l\just •. Pick·~•:d·· 

· .•. up? 
ASS!:MBLYMAN KOSCO: Yes •. 
ASSEMBLYMAN ADUBATO: You knew that too, okay~ $a, i,n other words, 

there are two typographical errors on here. They were honest mistakes. . 
Jasper Jackson, thank you, thank you, for a 11 the hard work a 11 

these years. I want you to know that th Is Comm I ftee a pp rec I ates your hard 
work and appreciates your expert I se. We w I I I cont I nue to ca 11 on you as 
often as you can have the patJanc:e to keep hearing from us. · Is that a deal? 

MR. JACKSON: That I s a dea I. 
ASSEMBLYMAN ADUBATO: Al I right, thank you, Jasper. 
ASSEMBLYMAN KOSCO: Just a comment, Mr.. Chairman. We have been 

here for two days, and the most en 11 ghtenj ng part of the who I e hearing was 
the past hour. 

ASSEMBLYMAN ADUBATO: . For me too, .1 admit it. 
MR. JACKSON: Thank you. 
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AS·Si±MBL YMAN ADus:/inth Thank you. Sen·ator Dumont? Senator Dumon·t, 
in~>', f)Us-t say,; ir't ftHrty .seconds .that you are very patient and, not ordy 
tatiierif ,· but> f~•r ydu as a Se·nator, who Is oiie· of• the seniors, if not the 
s,efti:(jr ... sena+tH" ln Ne·w Jersey, orte of the .most oufstandlng. Senators thl·s· .s+ate• 
~as ever had, ~a take the tl~e to come to an Assembly headng;, I want you to 
ktl'<YW tha't w'@ arte' hoi'lored with your presence· •. · 't ha,s nothlri'g ·fo do with', the 
fad .fhat you' ate p1robabfy going to disagree w Ith many things, because· '·· know 
y'o(!J spea,f:< w:i,th t{)nvl1c,fl:cm always. But; f want you to know, It ha5nothing to 
do· w(ifh ·. the' fi!J:gh: aHectton a:tld 01stsem1. +net this Ghalr cN'ld fhls entire 
Cotiinti1ttee ..... f ,'fij.f,m,k .r, can say that for everyone here -- feeds about you aricl 
ya.f:1W- irecdrd fd,;fhe1 p·eopfe• o.f Hds Sta,fs.. I hope .you· don•t mlrrd me sayfog 
ttti'adr~, r; 

5 E NAT El~· WA, y, N E: DU M· 0 N' t. J' R.: Mr .. ChaJ,rman, I' m·tght say that 
. ' ;_ i,., . 

1tffattery ~dll '',geit you everywnete, 0 but I appretlate deepl'y, anyway, your 
cdmrneHt-fs .• , l' · 

Ass,em:tilylirta'n Kosco,, Assemblyman Thompson,, members o•f your Committee 
· ~ta:H: ... Pl,} ma;~e, m-y commelits. relc'ftt:vety brle'f •. r apjjreclated the tact; Mr.· 

Gha,.i:rman, that,:yo"u, c·a·l'l'e<!l: me on Friday morni'ng arid said that Monday would 
i:i0t 0e g,ood, a'n,fd tt:1:a.t r shoulcf wait uritl I foday~ So; wha·t I have to say wl II 
~e·; t hope, t6 the po'fn'f, a;nd re,lattvely short, because I know you have· 
woitked, a lon,g, t.hne· dn· tl:i'•i s and ttrat yo1::1 have put a great dea I, of effort into 
it too~ 
2 As I'- Hsterred to the packag,e· of bl Hs wMch you outllned ear I ier ~ , 

Mr •. tffa-1:rmari•, :''.1: .. found myself .Hi ~,greement ·.with.almost. everything ·.you 
pt'~pose·d',c wi;tt:i, :tl:i,e excepti0n ol one' th'in,g wh lqh 1, wl H mention later •. Now, . 
the malri sounfe of comp I~ (,nts,, of course, In, our . I eg I $1 at Ive d I str let, · 
i:>is-t;rUcf 24, ri:111, siire i:s fl':\'e main source i'n every dl•strlct throughout·the 
Sta:fe:, fhat. th~ c;ost e5T automobile Insurance premiums Is way too hig:h, that 
It ha,s td be reduced. 1:nsurance peop I e may argue about the bene.f I ts. 11m 
Su'rt·~, f i}at p,eop l'e, i'.rj,()ther states a:re· gett I n'ff eg,ua Hy as many ben·ef I ts as we 
eta qri,di f0,r a, 1~1' csheaper ¢01s:f ., What we cffe• coneerned arbout here-- I voted 
for no--faui:t lrlswrance; I'm not sure whether I did a wise thing In that; ,or 
nto•11.: n wa,s a'di~ance·d to· us, re·g ls latlorr sponsored, as I recal I It, t:iy former 
~ssem&IY,ma,n1 Ge~e R.aymofld" or Camden• C0Hnfy •. It was during the time of the 
Cah idd Adntlnh,trat h:m and, actua:I ly, the preml urns d Id go down for a coup I e of 
years,. then they s+arted s:noofing rlght up·out of sf,ght, and have been ever 
s I.nee, that tlrrtl3'• · 
, 1Ht'est:f t,ncr'Eiases · ha'le to stop;. As a matter of fact, there have to 
pe Some redll'c;tfrYns, and tfl'ey have, to com'e soon. F GOFISulted, as a ~after of 
fac-tt',. wJ.tn tf1·e: Sej!ected .~lsk l:n,surance Company, wh lch . Is In our d l:s·tr ict,. and 
wft1Rt::f'i: tsa'hf'g:n':ly resrect.e'd<·lhsurari'c.e company, net .a very. large: one,. but one 
tf,~t. db0'S excelderit. wor:k. l~ the ln,surance. that they provide, wi:th a man who 
aetl!iall,y callett me pdor to,the, time we voted 0n y()ur blll: In the Senate, 
wt1,ik:lt ( thlnk ,Wl~ passed fast November .or December.. At the. time, I was 
htcl J!,rte'd To, b·e opp·osea to tfle, tH 11 unfl I he ca 11 ed me. I n·c I denta·I ! y, he· Is a 
g'.¢&il [)em0er'at ,friend, of mine and . I I lsfened very, V'ery carefully to his 

· ad.Vi1s·e 0n the· ,s1:ib:J[ect. · He s,a,ld he thought the legislation would' heHp fo, 
r'educe t'he• pre ml.urns for young peop I e and sen I or c It I zen s, that Se I acted RI sk 
iji's:ure,s urrcfet· the Ns,s.Fgned RI sk Program· about --- I th Ink h'e sa Id about 4% of 
f'fj'e pe&plVe who,ar'e' placed under the Assigne·d Risk Program, and that prlmari ly 
'f:h'·e• people that they l11sure,~ not necessar 11 y by c'ho+ce, are from su,burban and 

· 's'emi'-"'fCl'r'al ar'eas,, rather than urba,n areas. He felt that your bi 11 cou·ld 
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accomplish a. great deal over a period of tlme,.glvenan.opportunityto work 
to get rid of the Assigned Risk Program and substitute the Joint Underwriting 
Assoc I at I on . for It. As I understand it, I.t w 11 I take ~Hect, actu.a 11 y 
throughout the State, on January 1, .1984.. . . . · · 

Now, we know that the threshold amount establ rsh,d under 110-fau(t, 
$200.O0, Is Just plaln pel!lriuts. · Anybody ean esfobilsh $20.0~00 worth ot 
medical expenses these days, In view of the high cost of living and, at the 
same ti me, that Is the on I y fotmdat I on you need to lay to e~tabl I sh an actlon 
for pain and suffering -- a'clvll action for damages from personal injuries. 

. I happen to fee I , and I am a member of the bar, and . I know most 
members of the bar do not fee I th Is way, but I don. 1 t get much chance to 
pr act Ice anyway, . part I cu I ar I y In court -- therefore, I can fee I this way 
desp I te the fact that I know I am In strong d I sagreement w I th many of my 
co I I eagues In the . I ega I profess I on. When the attorneys say that they are 
worried about depriving people of the right to sue, I don't really think that 
is the reason they are advanc Ing at a 11. That Is I the surface reason, but, 
primarily, they are worried about the Income they are going to lose If there 
are not so many actions for pain and suffertng. That Is partlcu1arly true of 
trial lawyers. And that Is not a persuasive argument, as.far as I am 
concerned at a II. As a matter of fact, I wou Id go much h I gherthan $1,500.00 
In the threshold amount, easily to $2,000.00 or $2,500.00, or even higher. I 
voted three. or four years back, when. we were wrang I Ing over the b 111 s. that 
were proposed at the ti.me by the Administration.of Brendan Byrne, for a 
verbal threshold piece of. legislation. I'm not certain at that time, or even 
now, that that would answer the question any more than a fixed amount would, 
but at the same time we know that $200.00 ls'rldlculous. We have to get rid 

.of It, and .raise It substantially and quickly to ·a higher amount. 
I also.agree with you on the question of the medical fee bill.and 

the fraud brl I~ I have no probleml wtth any of those. 
There Is one thing you ,mentioned. with whjc::h .. would be In 

disagreement, and that Is the question of the statewide rate. We haven't 
used a statewide rate ln many ways In New Jersey.·. For example, years ago, as 
a result of .an Investigation which we conducted ... - a committee on which I 
served as Chalrmanfor a time -- .Into the operatlpn of Blue Cross.and Blue 
Shield In New Jersey, and really t.hat came about as a result o.f editorials 
and news comments that were made, I think~ by the Star-Ledger prlinarJIY •. We 
looked into It very carefully, and one of the pieces of legjslatlon that I 

·sponsored .personally.after·+hat was .. one that. the Blue plans wanted very 
badly, which gave them the right to experi,ence rate, a right that they had 
never had prior to that time, and they have used It effectively to h<:>ld.down 
costs throughout the State and, obv I ous I y, the IT experl~nce J n var I ous parts 
of the State and w Ith d l fferent groups has cony! riced them that there ought to 
be d I fferent rates. .· · . . , 

ThEf same way w I th the preva 111 ng wage rate, which we establl shed by 
leglsJatlon some years ago. That rate Is not the same In all areas ofthe 
State •. It dfffers c1ccordlng to the different conditions, because the cost of 
I lvlng Is not the sam~ throughout al I of New Jersey. It ls higher, usually, 
Jn theurban areas than It Is In the suburban or semi-rural areas. It ls 
hard to categor I ze any part of . New Jersey as rura I anymore, because we a I I 
rearlze we have the highest density. of p<:>pulatlon per square ml le of any 
state In the nation, and we have traffic densities that are seven times 

· higher than the national average, traffic densities using the Turnpike and 
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other Toads, !'riot just to.fl roads, but so-cal led "tax-paid free highways" 
throughout Ne~ Jers(:iy, oth@r than the to 11 h I ghwayso 

So, we know we have pecul lar problems In this Stateo But, I think 
If Is a shc1meful tfl5tlnctJon to be the highest state In the nation in 
1:1\.ifomobl le lri~u,.-an~e ratl:3S; As a matter <.Jf fact, when I spoke w Ith you on 
Friday, c1nd w~eny9u mentioned the fact thaf;..,.. I said to you at the time 
NIM I gften thought about sponsor Ing I eg I slatlon to do away w Ith the mandate 
fgrautohioblle Insurance entirely •. ··' agree.with you completely when you 
r~comniend thait ~ . I . hope yoq put that b 11 I . in soon. . My w. I fe doesn't th Ink 
thi;lt I~ ,nece!;;,arl ly i;l ~qod solutl<:>h. In New Jersey, but at the same time I 
happen to thl j;k tMt. we. •ate not so Ing to have any more peop I e un Insured 
thl;ln we do today wi+h:rnanda'!"ed Insurance~ Perhaps a lot fewer, In fact, than 
we have today.~ If we are not going to enforce the mandate to the extent of 
where we havt 500,000 or 600,000 or maybe more· drivers not obeying the 
mandate, theh Whc1t good fsthe mandate anyway? . . . . 

We 4sed to laugh, when I first came to the Senate In Trenton in 
1952; aboyt -f~e fact tha+•Massachusetts was at that time the only state In 
the nation thathad mandatory automobl le Insurance coverage, and It wasn't, 
working well fhere~ That's WhY, In the early 1950 1 s, we adopted a different . 

.. 'plan~ . From the provinces ot Canada and, I think, from the State of North 
Dc;1kota,. we gpt an ynsatJsfled Judgment fund type of program. It was 
sponsored at: the tJme .. by <former Senator ·john Summer.I 11 of Salem County, 
b~cause In thlb~H~ days we 6n ly represented one county at a t I me. . It was I ong 
before we gof lntq the ii"ec:IJstrlctlng required by Baker vs. Carr In the 
Supreme Court,[}eclsJon of the middle 1960 1s. We had very few problems in 
fhose days, because p~OpJ·e< that cou Id prove that they susta lned persona I 
Injuries .•r property d~mi;:lg~., or both, as a result of an uninsured driver, 
partjcular•ly!ne from outside the State, could, If they could prove their 
'¢Iahn., be compensated oll'i- bf the Unsatisfied Juegment Fund.· It worked fine 
for mahy yeats. Then/ we got Into no-fault Insurance and compulsory 
i nsu•rance !:'Ind ,/so forth, arrd that hasn't worked too we 11 • 

So, :1 thlfrk we bad I y need ch~nges, and we need them fast. I hope 
We don'+. ~et fled down In a bureaucratic maze with them, and I'm not talking 
iibout party I. l nes. . That Is. not someth Ing that worr I es me 'to any degree at 
$JI, never has. lf l.t were,not for all the Democra.tlc votes ·1 get, I'd never 
:get eile9te.d. in our own dls!~Jct~ .... ,So, 1·. can't be concerned.about that. 

The p~ Int i$ yt~:a:t·wh~t w,e have here today Is a resu It . of m I stakes 
that prpbably ,a..II. ~'fdi:.p~::i,lj · srni;t,dE;i,, .and .1 may have made more than anybody 
becau?e f1ve be,n, tj~'fy~,;,::·,,:•: · • th~M. any other I egl s lator at. th Is point, In 
eJther ·house.. But,, at<t:fa.~. jlJne, we have . to correct those. ml stakes, and 

.. cqrrect .the~ qu!C:~•t :hi;}, mi(i/e,,, J, don't th lnk ... we. need twenty departments in the, Exe¢utry(;3{:;~i : QQf~rhment. L haven't thought so for a . I ong 
t lme. I . vqted ·agf ./ose that have been created s Ince the m I dd I e 
l960 1'S, as a matter .. ()f fac:t, except one, and that was one that absorbed 
~nother depadmenf.a?~•f/n~r~:f.<.Jr:efJ thought we would give It a try •. I thl.nk 
-fhere.aremany .. deparfm~fn/1"s'..f:.;te.:c<6u1a.ellml11ate, not for the purpose of firing 
people. Mass firings or layoffs Is not the way to do It. That only worsens 
~n ec:::onomy. The way to do ft 1.s to .work through attrition, resignation, 
•'f'efiremeht or death, and . not fl ti many of the Jobs that wou Id ,be left · 
unfl I led when those three. fhJn9s, or any one .of them, happens. And, I have 
bills in to ellmlnate the •. 8Eipartments. It Is no secret as to the ones I have 
a target on, as far as. that;goes. 
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i hope that y6u can do this, that we can do it ln the Legislature 
as a whole, and that we can get bipartisan support for all of these things, 
with the 6ne thing J have some problems with, and that Is the statewfderate, 
and that we can movequJckly and effectively to provide the people with the 
re I i ef I th Ink they deserve part I cu I ar I y, and that they n.eed very bad I y. I 
cannot believe that a half million or more people cannot afford Liability 
insurances We know the kinds of systems some of. them are using to avoid it, 
and to get aro.und It, and, If we are not going to have a mandate that works 
we I I , because of the fact that It Is not be Ing en forced, or that peop I e In 
whplesale numbers are avoiding It and winking at It, then It ls about time we 
changed the·systein. 

That Is rea 11 y a I I I have to say on th Is subject today. 
apprec I ate the opportun I ty to be here and to be heard by you. You can rest 
as$ured that, for themost part, youwlll.1have no problems with me When you 
come up w Ith a program as you outH ned it today o 

ASSEMBLYMAN . ADUBATO:. Senator, before I turn the m Ike over to 
Assemblyman Kosco and Assemb I yman Thompson, there are two th I ngs I want to 
ta I k about, one, not dea 11 ng w I th the Issue of the day. I remember s i ttl ng 
on this Hoornot too long ago and the entire.Republican party leavlngo 

SENATOR DUMONT: I remember that. 
ASSEMBLYMAN ADUBATO: And the only people who were on this floor 

were Democrats 8 

SENATOR DUMONT: That's right, and you passed a bill of mine. 
ASSEMBLYMAN ADUBATO: And, I remember Senator Dumont coming to. me 

and saying, 11Mlckey, I need your helps Would you sponsor this bill?'' I 
said, "Absolutely." I don 1 t think I flinched; I hope I didn 1 t .fttnch~ 

SENATOR DUMONT: No, you dldn 1 t. As a matter of fact.--
ASSEMBLYMAN ADUBATO: I Sa Id~ 11Abso I ute I y, 11 and I remember a few of 

my co 11 eagues r I bb I. ng me and say Ing, II See, we knew a 11 a I ong you were a 
Repub 11 can. You I re mov 1 ng a I I the Repub I lcari bl 11 s .. 11 But, you know, I w~mt 

· you to know, sir, that was one of the proudest days of my I !fee 
SENATOR DUMONT: Thank you very much. 

'.ASSEMBLYMAN .ADUBATO: To move your bill, because as a high school 
kid working In a gas station, up north somewhere, for my uncle, I never knew 
that he was your chauffeur when you ran for Governor -- Adam Adubato. · 

SENATOR DUMONT: Yes, I do remember. 
A:SSEMBLYMAN ADUBATO: Yes, you do remember. But, I never knew .he 

was your chauffeur, arid I never mentioned it to you. hope.I'm not 
embc1rrass Ing you now· by· mention l ng It to you e . 

SENATOR DUMONT: Not at a 11, because I used to--
· ASSEMBLYMAN ADUBATO: By the way, he ls retired, and he said if you 

ever run for Governor. he'd vote· for you again. · 
SENATOR DUMONT: Well, give him my .best, please, and tell him thank 

you very much. 
ASSEMBLYMAN ADUBATO: I hope you don 1 t mind r,1e going off into that. 
SENATOR DUMONT: Not at . a I I ~ 
ASSEMBLYMAN ADUBATO: I would I Ike to ta".:i an opportunity, Senator, 

to try to c I ar I fy someth Ing I sa Id that may have m IS I ed not on I y you but 
other peop I e here.. When I was ref err Ing to a statew I de rate, I cou I dn I t 

· agree with you more about the r:'.ost of I lving, the .cost of hospital expenses; 
the d l Herent reg Iona I costs, not on I y outs I de the State, but w I th In the 
State, North Jersey, South Jersey.;.-

SENATOR DUMONT: Rfghte 

67 



,, .. 
'i" 

~. As·S!iMBLYMAN AbUSATO: l couldh'f agree with you more;. the PIP 
fiit~s ·afi e~rt~lnJy f I uchiat I rig that way; wh$te I h the I dwest rated territory 
111e~ afe Jjaylhg $ll6~oo t, year for PIP,. arid Iii Newark weire paying $228~00 a -
yij~r for PIP~;;F i~at Is a tact of IHe that I do not enjoy, but 1 can 
~n.-ii~~stc,nd_ s9~~ of It. I ~cm 1t I l~e th~ degree, quite f,:-ankly, beoau~e J 
tRih t t tH t ii k 1 t)M~as 0ijE§fi subsfant I eted faetua 11 y .;._ factua 11 y. Not that there . 
~h~UHJh'f Bij ~}jHefsr1tes; bUt i Jus+ ddri't think there shouid be that great a 
~IH~rt:iirlct:h s~+, 1 am not even tlghtlhg that. 1 am ttot.at+einptliig tb change 
ffiati Some o'fi~~f pi;jf§on here ;.;...; 1. worPt tnent I on h Is hame -- suggested that 
he tfioU§:ht I wfs taiidng abou,t level Ing tHat. Ybu know, wi'Hire ijlje,ryohe wbUld 
p8y lAe; i;~/tre cjstt; for tkiH PIP.. ihe!it t.s hot what I tilE!aht •. l t that Is What 
i §eJlct, I a~oli~!;:llz~ •... thii+ ls Hot what ··1 mearit to say, If i did say that •. 
what I was taiklhg c:i~out was that when a person .... again; going back, as you 
so;;.~ i sh?u. ,i,~ j)~av~ ,~~~ ~ou first. · · 

SENAt:uR DUMONT: ·. No, , 
AssE'~i3LYMAN AblJBATO: No, I sheu Id have ha.d you first; hec~use you 

gave us a I ess~h from 1952 that \i/O'U Id have he I pad eWetybody, I th I hk; arid I 
~~ ndf tryl~$.}o _butter Y<?LI, jUSt tel I lhg. you the truth. What I_ wa~ saying 
ls• f r6m 1972t: we had 15% df thei a'Utomob I Les In th Is state · 0n the road 
piilnsured, ana'?we did not have compulsory lnsurahce. From that thrre until 
nb'~.-; wEi have cbmpu I sory Insurance; arid w~ have about 12% un Insured. What i 
was saying wasi1 a fiiilt rate is a two-pronged attack at getting people oh the 
r'bad,with Insurance ..;.i.. llabfllty, not PIP. I'm not talkJng abouf PIP;; P·IP 

) would lie eompu1ii5ory, 'cfhd that dlffertntlal would ·exist as It does today. tt 
W'eulclhit chahg~ one p$riny. Unfortunately, the good people In Newark would 
.still have to :Raf the $228.00 and othe·r people would have to pay the $116~00. 

What ,:(1 a'm talking about Is that when you take t·he vo I untary market, 
~hd y"6-u hiI<e t~1e reM dual or the ass I gned r I s'k market p and you combine them, 
28% of at I the peop 1 e · WI th insurance that an:3 ·on the road carry on I y ·. the 
~diii'p-ulsory ct \jl 5iOOO.OO, $30,000.00 and $5,000.00. Now, when you add that 
28% w'lth 'ftre (?.ther 12J that are un Insured, we -get 40% of the ma·rket who 

' ·· ~'I-t'fte'I'" have -tfo '.l n S1irance c,r cer+a In I y 'Is not protected enough for someone ..... 
. : . • . .. . I • , lf I'm ihVolva"~;, ·b'r sorneonij out there middle class, or anybody ·Is totally 

f:l'isablecf i!ind ydu have to rt,j-sdrt "to tO'rt, you are. either go·I ng to get noth Ing 
dr go to th1:; U~satlsfled Clcii.tm an'd Judgment Fund, you know what th·at Is, or 
y,oti ·are gofn g to b~ cc;ve·red by $15, oo·o. 00 •- by 40·% of the market. That's 
ti¥~ wa.y ft Is frow. And that 'I am told by the experts In the Industry Is a 
ve·rv cosfl f p'ar;-t ·of tt,e system tor, many; many reasons. One of thcyse reasons,· 

· riot the m0°st Hl'lporta"Nl, but: 9ne of thelh, Is that you po I nted i!>ut how people 
~frccimVertt the )1a.wlji they, ,:~:~:t ''an ... t ns:ura'nce. card, tfrey p·ay a part la I ·. preml um 

· +· .+-nay 90!E~~~o~~6t~~Jj:i''.h'~f.t{ ,}t;y J1~~t"~!::,r~aiw:"~!-~:re~;~::~ ~m. 

~ . . ASS·E~BL YMAN. 'Ab'..' fq{ .• And they never return . th'e card. But, more 
i'mpd'rtant, ~s Jmpor-ta·nt a:s that h, the agents today., 1 f they get a 40% 
travm~'nt-, a·nd L~t•s say th~ 'Premium Is $1,000.00, a'l'rd 1e-t's say that their 
6omifrl~fs1'6n ls::'l0j, 'f:ot:.fh'e_,sake of dlscus·sldn, on the $·1,000.00., the 

· ~pplrcant p•a•ys yi'$40(). ocr, ·. but the agent doesn't. take out 10% of $4:0o.·oo. He 
fijl<:e'S out 'hl's :',fotal annu'al commission,, based ott· only a 4C1% payment, whlc·h 
ffieia:r1s That fn'e', a·g&nt has gotten $60.00 over a'ild above what he has earned. 
tne comp,any d"6e$ not get $360.00; It gets $300.00. · Now, the guy I apses. Not 

· orrl y Is h'e drl,rlt'lig 11 i sg'a 11 y, riot ·on I y are a 11 these other th I ngs 1-n there, 
'!?(It fhe coinpa'li•\1/ ~aid out a commlsslon on a premium they never got and, wtren 
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they co~e back .to· the Insurance Commissioner and f I le, they carry_ that $60.00 
as. a. loss, and you and I, and everyone else In this rooln; pays for It~ 
Meanwh lie,:' the agent got a comm I ss loo on ava I ue · that was never pa Id. · 

_ Now, that run.s· Into some millions of clollars a:ye~t~ That Is .a·· 
value. that we al I pc1y .to subsidize agents, and to subsldl.ze people who are 
breaking t~e law •. The> bottom I In~ Is, you are subsidizing the companies, 
because the<compantes have never fought this. I w.as outraged when I learned 
about·'t"hls w~eril was chairing the.ad_ hoc committee. and; when I presented 
that to some of the.company people, they did not want-to deal .with It. ·_ 

ASSEMBLYMAN THOMPSON: · Mr. Chairman,. may I ask. you· a questfon? 
He's an attorney, and he might appreciate this. 

~SSEMBLYMAN ADUBATO: . No, wait a minute •. 
ASSEMBLYMAN THO.MPSON: Okay. . . . .. 
ASSEMBLYMAN ADUBATO: Now,. ·what I · 'was · ta I k Ing ?)bout, Senator; ln' · 

leveling, was;.. .. I can.'t prove anything on this potn+. It-is.a belief; it Is· 
not a proof, and I admit that. · B\.lt, I ... can factua 11 y · state what happened 

· befo,re no-tau.It, and what ts happening now. That Is a fact. · .. 
. · What I suggest 1 _s that If we a rtow those peop I e Who are In that . 

28%, and those people who are In that_ 12%,'the opportunity to buy lfabfltty, 
not PIP, u.p to a minimum amount-• I'm not talking about H they want to go 
.out and;•buy $300,000.00 worth of I lab! I lty; · they're going +o pay the· same as. 
everybody else. A minima I 'amount~- I suggested $50,000.00 -- that. that 
$50,000.00 of llablllty, If a person has to _go out,·o.nce .you eliminate· 
I labll lty, he has to go tor· financial r'esponslbJI lty, which means. he ·has to 
have a bond or some· other means. If he has to go·. oLit · a_nd p\.ly a bond, and we 

· say, 11 You have to prove financial responslbl11ty up. to $35.,00Q~OO· or 
·• $40,000.00· or $50,000.00, he has to pay Jor that bond. He doe.sn•t get lt for 
· nothing. So, If you keep PIP compulsor.y, he Is paying this PIP •. lf .~e has 
to buy abond,·he has to pay another premium for the bond, but for, maybe,an 

· ·· ,add It Iona I cost that Is above the bond, but not that much abc>ve the bond, we 
can provide him with $50,000.00 worth of UablHty Insurance, and you may go 

··•·up lri your.premium a buck. You.may go up a buck, but for that·buck, what you 
have done ls protected-yourself against 40% .pf the people out there who are 
e I ther un I nsured-:or not I ti sured. The bottom, bottom I I ne Is that today, In 
t-lewark -- and I '. say "Newark" : nof Just because. I . w~rit to be paroc:h I a I and I · 

. I ove Newark~ and I I ove the peop I e better J ri Newark, and I know you do, but . 
because Newark fs the most d I scr Im I nated aga Inst mun I c J pa I lty Ii,. the State ·of · 
New Jersey, and has been for many, many years. The product lye p~pje who . 

. I Ive there, the people wJ:10 are contributors to society, .the people cwho pay · 
·• th~lr taxes, who go tq war, and d,on 1 tCc6mplaln, ar.e·subsldlzlng, 119t only the. 

people who are.not P,roductlve ln·Newark, weare·subsidliing a11'the_Suburbs 
t90. . And~- we do, J t. because that· young . man . In Newark 'who. wants to ·_ haye .. · 

· 1 lat>U lty Insurance today _has to pay $2,000.00 a ye'ar for. $15,000.00/ 
$30,oOo.oo an<;i $5,boo.oo. that ts not fair.·· 1+ ls- beyond-- ,· · · · ._ · 

· ·•.• When· 1.- started rri th.a ad' hoc committee, .In the-· f.lrst repbrt.':1 .. 
showed an· eJ:ghteeri-:year-o Id I s . prof! I e, J nc I ud I hg I I ab I I I ty, co i lJ.s lori, an.d 
comprehenslv_e, whose. pram I um, accord Ing to . I SO, .,. - J $1,795.00 a year. tor a 
simple Chevy automobile that wa.s three years old, which Is I Ike_ a Chevette. 
We used the Chevy Nova as the:example.then, but the Chevy No·va. doesn't exist 
anymore •. 'Today, with that 'same ·.slmple .. _..; that same coverage, according to 
JSO, that young_ ma.n ls payJng $3,932.00 a year 'for.·. $15,000~00, $:30,000~QO 
and . $·5,000.00. I l·abl i lty · ...... -$200.00 dedudlble -Coli ls Ion, $50~00 
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comp and un I nsur.ed motor I st coverage .... and th.a same car, same dr Iv Ing record 
and same ~ge. Make it a female I' Iv Ing In Bordentown, wh I ch Is a n Ice p I ace-.. 

SENA"fORDUMONT: . Yes, tMt 1s rlght. 
ASSEMBLYMAN ADUBATO: ...... or Plalnfleld, which ts a nice place .... 

she tis paying .$39'2 .. 00. What I am saying Is that for three years, n6t tor 
te'n, 'tlke we did; because I think that Is too long to address somethfng, but 
we n'8Sd s,ome k I ~d of a trend, we need some k Ind of a track record. I' don't 
ttnnkayear,,l!$ enough time •. 11mhoplng three years IS enough time td 
,establish a clepttabllltyof what. hilpact we 1remaklng., ·' suggest.that lti 
that three years> your premium may go· up for that portl on, a buck; but what Is 
going to happen. Is that, Instead of 15% of the market driving onlnsured; you 
mcly have 3% or 2:t., because they can afford It. 

SENATO~ DUMONT: I hope you 1re r I ght .. 
ASSEMBLYMAN ADUBATO: And, again, I cannot fac;tual ly prove theft to 

·. you; Senator, blit I want you .to know that when you fold me--- Before A-1696 
was vota;d ort, · ye>u came up to me and ·you said, ''Mickey, 1: wa•s agarnst your 
bll;I:. · l:t was. going to sadden• me If I had to vote against rt, but I wan,t you 
to\ k:now Se te,ct ~lsk. ta•I led me~" · And, I want you to know, Senator,, that 
SelEH:::t Ri:s.k is. pne o;f the companies,. from day one, which has been very 
eodperati've,,. alq~g w Ith Prudential' Prupac and severa I others, but those· two 
companies, more than.anybody else, from day one. -- exp,eclally Prupac.and 
Setect Risk, hc1ive bent over to be more than fair and have not done an•yfhing 
that was not in· their self-Interest.· Just. !'Ike I· never w,ant.any c:ornpany Rot 
to .. do anything that Is In their self-.fn.terest. But, you know,, they 
sens i•ti zed a foti: of other peop l'e.. I found ou:t thci't at A I !•state, they I re not 
such bad pe0111le.. At State Farms, they're no·t such bad· people. At Aetna·, 
they're not such. bad people.. I think that once you forget the history of 
New Jersey and tre rhetoric· and the hard times, and you dea,f. with today In a 
give• and. take manner, Senator, 11m extreme,1-y hopefu r that, w Ith your he1lp -­
and I warn•t you to see the total packag.e •. I want every opportunity to talk to 
you and, I want y$u to help ucS. You: know, I guarantee you the th lngs you want 
w-i 11 be. I ri that package. I am not say Ing I' am going to be tota I I: y sat I sf I ed, 

· and I'm not say+ng that you will be totally satisfied, but I would ask you; 
as, you have always done In the past, to Just give It.the same attention you. 
gi've everything else. That's all. · · 

, SENATQR DUMONT: I certa In I y w 111 , Mrs Cha I rman. Thank you., 
A!{SEMBLYMAN, ADUBATO: Gene, did you want to ask one question? 

. ASSEMBLYMAN THOMPSON : A coup I e. 
SIENATOR DUMONT: Wei I, you can ask more than one; go ahead. 
ASSEMBLYMAN ADUBATO: I dldn 1 t want to keep you, Senator, 11m 

s~r:ry. 
ASSEMBLYMAN THOMPSON: First of al I O Senator, before you testified 

Senator Laskin came up w I th some concepts that I am cert·a In I y go Ing to 
weigh. One is the possible abolition o.f the no-fault system, and going back 
to the fault system, wh I ch wou-ld be a lot d I ftererit than the old fau rt system 
in,New Jersey,because hels talking about a bill dealing with fraud, a bill 
dea,li:ng with Licensing auto body and mechanic shops, and some crlmlrial 
statutes to deal w,ith-colluslon, as far as sending.people to certafn 
ag13hcies, and things llkethata · 

I was. wondering If, after you read that bill, you would be 
Interested in entertaining that type of concept, since It seems that no one 
has. the right formula on thls whole question of no-fault, of going back to 
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. . . . .• 

.the old fault system 'where ·everybody had a day in court. This hqS an 
arbitration system but It Into It, and a lot of"otber tnings • 

. SENATOR 0UM0NT: Wei I, :1 .don't think that the sy_stem we have had' 
now -sl nee 1972 has been any Improvement pver what we had before that time. 
In fa'ct, I th{nk we have gone backward rather than- ahead, if anything. _There. 
is one thJng+ might take a little issue with. I am not a great believer-in 
arbitration. Pr I marl ly the problem with it, and I have dealt with it lh 
rE!spect to-boards of education,· ls that, of course, if the parties agree fo 
ar b I tr ate, then they are bound by that agreement. An arb I trat ion dee Is i ori. Is -­
.often made by peop I e who have noth Ing· to do w I th_ law at a 11. -- Now, that 
doesn't mean that they a I I have to be attorneys; that I s not. w_hat I am 
talking about. I think maybe one of them on the panel ought to be. But, 
when none bf them are, what yoli w 111 very· often have - happen,. Is that they 
w I I I dee i de I ega I -quest I on s , w I thout any I ega I background,. an_d then when yo~ 
take an appeal,. or you try to take an appeal from that decision. to a court, 
the judge wi 11 say, and l have had this happen, 11 Wel I, I c_an_1 t entertain the 
appeal, because the parties.on both sides agreed to arbitrate and, therefore, 
they are stuck with arb I trat I on. _ So, · I won I t I I sten to . the appea I • " . The 
result Is that you really have.no.appellate process Involved in It. Frankly,. 
thl_s is why I vote_d ag~lnst--btndlng arb,t+ratfon -for pql;icemen and firemen, 
and why I would vote ag.a.lnst it; probably,- fqr any public employee. 

ASSEMBLYMAN ADUBAT0: Senator, forgive me for Interrupting-­
SENATOR DUMONT: · Jhat Is the prob I eni I have with - It.· Other than 

that, I wou_ld_ be glad to. join you in .. golng back to whaf I "think was better 
than what we have today, ·and that ks the old system.- · 

--_ ASSEMBLYMAN ADLIBAT0: . Hbwever/,senator, you base your opposition o~ 
the fact that peop I e _wh6 are there _:d.9 trig . the arb I trat i rig, for t-he most part; 
are Jnexperlericed with the Jawi ·- · - - .. - ___ -- - -

- SENATOR DUMONT: -- They are, ·that's r I ght. 
ASSEMBLYMAN' ADUBATO:- l did hot say this. 
SENAT0WDI.JMONT: No, I know you, d I dri •t say l.t, Ml ke • 
• ASSEMBLYMAN,,ADUBAtO: No, rio, I didriotsay publicly-~ Al! J said 

was ai-bttr;;~~-~d~':DUMONl). Yes. . _-: .• -._- . . .· . . . . ···. . -- . -· 

- •ASSEMBLYMAN. _A°'UBATOf _ -_ I ·_want you to know· that when .we• ;a I k ~bout 
a:rbttrc1tlon,, ~{e'r•1;1:otalking· about jud_icial arbitration._ We are not tal-~Jng 
about arbJtrati·on In: t-he ,syst.ein.,trat <Is out -there, -- where·:sshoo I--• boc;irds or 
whatever arbJtrate ov.er something. . We' re ta I k Ing __ .abotj't a j ud lei a I -· 

. arb I_ tr,tHon. From th Is I ltt l:e cblumn here, < Cha I rmah ind I cates mater i a I he 
.-_ Is referring 'to) ---- if_ was printed l_n here about twenty-five retired_ judges 
- 'returning ·to the b·ench In-seventeen counties, you know, at a fixed fee, I ike 

of "$125. 00 a day, a.I most I l'ke a VO I untary se'rv Ice.: These are peop I e who not 
only ,were at+orneysi hut a I so served as judges. Th Is.is what I· am hoping to 
get to. · · · · · 

- SENATOR DUMONT_: _That's a IT right. 
--- ··- · •- ASSEMBLYMAN ADUBATO: Wlth that kind <"· a syste!ll., where people 
.und'erstand the Jaw.... I total I)' agree_ w I th you. What you brought out -- you 
see, you are brlng.ingOut thing·s th¢it clarify thing$ I said, becau$e I know I 
havflri't said them. But, you're picking out the holes and, in doing that, you 
give me an opportunity, you know, to say, 11Hey, y:es; I did say arbitration," 
but everyone here 'knows: that I_ was ·talking about Judicial arbitration:, to 
meet your object I on, 1-· hope. - -
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SENATOR DUMONT: Wei I, binding arbi tratlon 'is certa In I y not 1 the 
,on:ly 'kind ,of ci,rbitr,ation. That is the on,e 'I have a problem with. As a 
,rnjiiltt,er 9f fact; I hav.e to say very frank I y., when ,I first came down here, for 
y,e9r$ aft1:;1r tlv:;it, thought there we.re far too ,many :I awyers . i,n the 
'L.egL9 :l;::1tures a11d :1 can understand an attorney runn Ing because of the f,13ct 
lt')h~t he has · /i:l ba¢:kgtound that Is very hialpfu.l 'in the . drafting and 
p:hes@,ntation ,a!i,id pas.s:ing of leg.isration. But, I expect :ev,ery attorney who 
~ome§ :here to t<;1ke ·a btoi:lder concept than slmply the spe.cial i.nt.e,rest that 
;~:Ls :profession fil,fght relate to, an,d to ,work on :beha If of a 11 tJ1e p,eop le in 
tb,e Stcite, and.not on or1 beha,lf of hh p,rofession. I expect the same thJng 
9f ,i:!loctors wh.e:r;r they come here too. We haven I t hi:ld too many doctors over the 
y,eliJni, because•fthey won't take the t,fme. 

ASSEMBLYMAN ADUBATO: And dentists, and insurance men li.ke me, 
:Ser,ator. 

SENATOR DUMGNf: Sut, the p,oJnt fs, Gene, that wh'il!9 I lik!9 to sree 
ever,y1pod y I i ve ,we I 'I , ,I don I t II ke to see anypod y Ii ve excess I v.e I y we 11 ., at 
thia 'expense •of 0th.er p.eop I e. I have be!9n here I orrg enough to know w'hat the 
p:cil:criflces are that you are involved In, and that your families i:;tre hivolved 
tn, 'if you are going to serve here and give it the kind of time and effort 
th.;it it deserv!:!Js, and which is absolutely necessary if you are go;f:ng to do 
the job right.• 

ASSEMBLYMAN THOMPSON: I have a suggestion and, Mr. Chalnnan, ,1 
want y,pu to hear this. It might clear up the question you rai'.sed ,dealing 
\'lft·h where an agent writes a policy out for a client, and what happens is It 
lapses, al,I right? Maybe we could work it out this way. 

ASSEMBLYMAN A0UBAT0: forg lv,e me for interruptlng you,, but it is 
a'lready worked )out. The JUA b,f 11 provides it. 1 

anymore. 

ASSEfv113LYMAN THOMPSON: All r,ight. Let me give you a suggestion. 
ASSEMBLYMAN ADUB/AT0: It's over January l', 1984; they can't do U 

ASSEMBLYMAN THOMPSON: Let me explain something to you. 
ASSEMBLYMAN ADUBATO: Go ahead, continue. 
ASSEMBLYMAN THOMPSON: Th Is Is someth I hg that you may take Into 

$Qnsideration .•. What happens when a lawyer receives a cl lent In his office,. 
an,d say hypothE,{tically, it is a no-fault divorce, all right? And, the client 
~ives the lawye)·, say $2,000.00. Tech11ically, that money is not the lawyer's 
money until the final judgment. What you.,could do to prevent a lawsuit, 
~ecause I can see some things where agents might go to court in reference to 
t'his particular, piece of legislation, you could write it in where that money 
ls not the agt\nt's money until the policy is paid ln full. Now, if it 
lapses, you mi:ght have to give him something which we call "quantum meruit" 

~ 1nder the law because he did do some paperwork and he did write the pol icy. 
0o yoµ understand? 

ASSEMBLYMAN ADUBAT0: 
,r;eal I y do, but, unfortunate I y, 
$@:nafor, t•h,;rnk you very much for 
on an off day. 

I th,ink i.t . is an excel lent suggestion, 
we a I ready did that. Mi:lke an amendment. 
coming down here. I appreciate it very much 

SENATOR DUMONT: My thanks to a I I of you. I appreciate deep! y your 
:tlme and, also, the effort you are putting in. hope you are going to be 
•~lJccess fu I qui ck I y. 
, ASSEMBLYMAN ADUBATO: Thank you" sir.. With your help we certainly 

'\'!4 11. 
SENATOR DUMONT: It was nioe to see you. Thank you. 
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ASSEMBLYMAN ADUBATO: would I ike to conclude these meetings. 
However, I wl 11 not conclude them without taking notice of the fact that we 
have, I hope, been fairly critica! of some of the events that have gone on, 
and we have been fair in giving credit to the same people we criticize, 
because ~hey deserve It. However, the attorneys off and on are accused, for 
whatever reason, of beihg the problem Bnd, you khow, I don't ~ant to get into 
that whole I itany, except to say here publicly that the State of New Jersey 
owes a great debt of gratitude to the attorneys of this State, especially to 
those people from LEGAL, who for many~ many years struggled and supported ~he 
changing of those Inequities in the system. I do not want that to go 
unnot Iced. i want you to know that it was grat I fy i ng to me to have the 
people from LEGAL work with us in changing the system, as we have already 
done. I know i_t 1.s words, but as opposed to some people in the 
Administration, and the previous Administration, who have said to me as the 
sponsor, "You support this, and 11 11 sign that." For the record, LEGAL never 
once mentioned anything to me about their position when they took up the 
torch. about eliminating the assigned risk. In fact, because of the 
misinformation that Mike Adubato received in the early seventies and in the 
mid seventies, I was· an outspoken supporter, In writing, of the verbal 
threshold as being necessary, and LEGAL knew that from day one. I want you 
to know; publicly again, as corny as it may sound, because, you know, we 
would rather hear about cynicism than fact, the facts are that Jtm proud of 
their he Ip, I appreciate the Ir he Ip, and the peop I e of this State may never 
know just how dedicated theie people are, but I know, and I thank them for ft 
publicly. 

This hearlng ls-adjourned. 

(HEARING·CONCLUDED) 
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