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McGreevey Signs Groundbreaking Auto Insurance Reforms 

Measures promote competition and choice, boost consumer protections, fight 
fraud and put downward pressure on rates

 
(TRENTON) – Governor James E. McGreevey today signed a landmark auto 
insurance reform package that will change the way auto insurance companies 
operate in New Jersey, making coverage more accessible and affordable for the 
safe, responsible driver. 
 
The comprehensive legislation, which was endorsed by the Coalition Against 
Insurance Fraud and AAA-MidAtlantic, includes the nation’s toughest penalties 
for auto insurance fraud, expanded consumer protections, innovative methods for 
trimming the ranks of uninsured motorists, and steps to put downward pressure on 
rates for good drivers.
 
“Our reforms fight fraud, get uninsured drivers off the roads, create competition, 
and reward those with the best driving records,” said McGreevey. “More 
importantly, our reforms deliver on a promise I made long ago—good drivers 
shouldn’t pay for bad drivers.”
 
“It’s the unpredictable nature of the New Jersey marketplace that has discouraged 
insurers from coming here and caused rating agencies to look unfavorably on our 
market,” said Banking and Insurance Commissioner Holly C. Bakke. “With this 
legislation, we New Jersey have the opportunity to change the market for the 
benefit of consumers.”
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Governor McGreevey thanked bill sponsors Assemblyman Louis Greenwald, D-
Cherry Hill, Senator Ronald L. Rice, D-Newark, and other key legislators for their 
efforts. The legislation cleared its final hurdle May 15 with a 77-0 Assembly vote.
 
"The auto insurance market in New Jersey has far more wrong with it than just 
high insurance rates," said Senator Rice, D-Essex, Democratic Chairman of the 
Senate Community and Urban Affairs Committee.  "As the market stands now, 
consumers have little warning when it comes to rate increases, are forced to pay 
for those who cheat the system through insurance fraud, and some drivers, with 
relatively clean driving records, can't even get insurance.  It says something about 
the poor condition of the auto insurance when good drivers cannot get insurance."
 
"The automobile insurance system is flawed and in desperate need of an 
overhaul," said Senator Baer, D-Bergen, the Democratic Chairman of the Senate 
Commerce Committee.  "Drivers have been waiting for a measure of relief from 
the auto insurance crisis in our State for decades.  They have been calling for 
reform, and our bill goes a long way towards providing that reform, and making 
the auto insurance system better for New Jersey."
 
"The changes we are making will put New Jersey motorists in the driver's seat for 
a healthier, more-stable auto insurance market," said Assemblyman Lou 
Greenwald. "The long-term goal is to improve the auto insurance marketplace 
through greater competition that will ultimately provide savings for consumers. 
This law is designed to simplify the regulatory process and provide incentives for 
insurers to do business in the state."
 
good drivers won’t pay for bad drivers:
The legislation phases out the “Take All Comers” law that has contributed to the 
poor financial condition of several carriers by forcing them to insure drivers with 
bad records.  In addition, new options are available to those who previously found 
car insurance unattainable.  By creating a friendly climate for insurers, good 
drivers receiving the best possible rates.
 

•        Drivers with more than six points – equal to three speeding tickets – will 
pay more. 
•        Drivers with four points or fewer will pay less. 
•        A Dollar a Day policy will accommodate low-income drivers with an 
affordable, minimum level of coverage as an alternative to driving uninsured.  
Those eligible for Medicaid will receive medical coverage-only policy at a cost 
of $365 a year.
•        Uninsured motorists will face the certainty of having their cars impounded.
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MORE COMPANIES, MORE COMPETITION
Regulatory reforms will improve the regulatory marketplace to attract new 
companies and retain the companies that are already here and encourage those 
companies to further invest in New Jersey’s auto insurance marketplace.
 

•        The package is designed to reward companies for being more efficient.
•        Provide incentives for companies that invest in New Jersey or add agents, 
specifically in urban areas.
•        Revamp the excess profits rule to smooth out the financial effects of good 
years and bad years.
•        Spell out strict deadlines for rate decisions.  Deadlines not met, move 
immediately to an administrative law judge.  This effects rate requests and 
speeds-up the application process for those wanting to enter the market.

 
MORE CONSUMER PROTECTIONS AND CHOICE:
Consumer protections in this bill were developed through discussions with real 
drivers across the State.  The issue and problems observed are directly reflected in 
a new Consumer Bill of Rights, a Consumer Report Card and a Buyer’s Guide 
that spells out for drivers the most appropriate and properly priced level of 
coverage.
 

•        Insurance companies and agents will be required to give drivers three 
coverage scenarios at different prices, so that consumers buy the right coverage 
for them, not necessarily the most expensive coverage.
•        Require insurance carriers to notify policyholders when they ask for a rate 
increase.
•        Carriers will no longer be allowed to cancel coverage for a customer whose 
bill is mailed on time but received by the company a few days late.
•        Plans include new Web-based shopping tools.
•        Additionally, a proposed rule would put an end to drivers having their 
policies cancelled for simply not mailing their payment on time.

 
 
ZERO TOLERANCE FOR FRAUD:
Drivers who commit fraud will pay higher rates and companies will be allowed to 
cancel policies that were obtained through false information.
 

•        Create a new crime of insurance fraud with mandatory penalties.
•        Drivers who lie on applications will go to the high-risk pool so honest 
drivers can pay less.
•        Licenses will be revoked for medical providers who commit fraud.
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•        New rewards for reporting fraud.  Up to $25,000 depending on the severity 
of the case.

 
The bill’s fraud provisions were called the “toughest and broadest in the nation,” 
by the Coalition Against Insurance Fraud.
 
“Our experience has proven that the most successful anti-fraud programs involve 
a partnership among government, citizens and insurance companies – all of whom 
have a stake in fraud prevention. This legislation speaks loudly to such a 
partnership,” said Dennis Jay, the Coalition’s executive director, in offering the 
endorsement. 
 
  
 

Photos and audio and video clips from Governor McGreevey’s press 
conferences are available on the Governor’s web page at 

http://www.state.nj.us/governor/.  Links are located in the Governor’s Newsroom 
section of the page.
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