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P.L.1995, CHAPTER 396, approved January 10, 1996
1994 Senate No. 1451 (Second Reprint)

AN ACT concerning certain assessments of certain insurer
members of the New Jersey Property-Liability Insurance
Guaranty Association and amending P.L.1974, c.17.

BE IT ENACTED by the Senate and General Assembly of the
State of New Jersey:

1. Section 8 of P.L.1974, ¢.17 (C.17:30A-8) is amended to read
as follows:

8. a. The association shall:

(1)} Be obligated to the extent of the covered claims against an
insolvent insurer incurred, in the case of private passenger
automobile insurance, prior to or after the determination of
insolvency, but before the policy expiration date or the date upon
which the insured replaces the palicy or causes its cancellation,
or 1n the case of insurance other than private passenger
autornagbile insurance, covered colaims aganst such insolverit
insurer incuireed prior to or 90 days after the determination of
insolvency, or before the policy expiration date af Jess than 4o
days after said determination, or before the msurcd repiaces the
policy or causes its cancellation, if he does so within 90 days of
the determination, but such obligation shall include aniy o
amount of each covered claim which is less than $300,000.00 and
subject to any applicable deductible contained 1n the policy
excepl  that the $300.000.00 limitation shall not apply to a
coverrd clann arising out of wmsurance coverage mandated by
scchon 4 of P.1..1972, .70 (C.39:6A-1). In the case of benefits
payable under subsection a. of section 4 of P.L.1972 ..y
(C.39:6A 1), the association shall be liable for pavment of
benefits in an amount not to exceed $75,000 V0. Benefits paid in
excess of such amount shall be recoverable by the association
from the Unsatisfied Claim and jJudgment Fund pursuant to the
provisions ol section 2 of P.L.1977, ¢.310 (C.39:6 /3.1). In no
event shall the association be obligated to a policyholder or
claunant i oan amount in excess of the limits of liability stated in
the pohey ol the insolvent insurer from which the clawm arises:

(-j Be dewined the mnsurer to the extent of its obligation on the
covered clanns and to such extent shall have all rights, duties,
and obhigations of the insolvent insurer as if the msurer had nof
become insolvent;

(3) Assess inember insurers in amounts necessary to pay:

(a) The obligation of the association under paragraph (1) of this
subsection;

EXPLANATION--Matter enclosed in bold-faced brackets [thus) n the
above bill is not enacted and is intended to be omitted in the law.

Matter underlined thus is new matter.

matter enclosed in superscript numerals has been adopted as follows.
Senate SCM committee amendments adopted November 21, 1994.

2 Senate amendments adopted in accordance with Governor's
recommendations January 9, 1996.



(b) The expenses of handling « osfa:d < laims,

(c) The cost of examinations under sex tion 13; and

(d) Other expenses authorized by this act, excluding expenses
incurred by the association pursuant to paragraphs (9) and (10) of
this subsection.

The assessments of each member insurer shall be in the
proportion that the net direct written premiums of the member
insurer for the calendar year preceding the assessment bears to
the net direct written premiums of all member insurers for the
calendar year preceding the assessment. ’

Fach member insurer shall be notified of the assessment not
later than 30 days before it is due. No member insurer may be
assessed pursuant to this paragraph (3) in any year in an amount
greater than 2% of that member insurer's net direct written
premiums for the calendar year preceding the assessment.

The association may, subject to the approval of the
commissioner, exempt, abate or defer, in whole or in part, the
assessment of any member insurer, if the assessment would cause
the member insurer's financial statement to reflec.t amounts of
capital or surplus less than the minimum amounts required for a
certificate of authority by any jurisdiction in which the membes
insurer is authorized to transact msurance. In the event an
assessment against a member insurer is exempted, abated, or
deferred, in whole or in part, because of the linitations set forth
in this section. the amount by which sich assessment s
excinpied. abated, or deferred shall be assessed against the othies
member  insurers in a manner consistent with the basic b
assessments  set  forth in  this section. If the wmaximun
assessiment, together with the other assets of the association
does not provide in any one year an amount sufficient to carry
out the responsibilities of the association, the necessary
additional funds shall be assessed as soon thereafter as it 1s
permitted by this act. Each member insurer serving as a servicing
facility may set off against any assessment, authorized payments
made on covered claims and expenses incurred in the payment of
such claims by such member insurer;

(4) Investigate claims brought against the association anl
adjust, compromise, settle, and pay covered claims to the extent
of the association's obligation and deny all other claims and may
review settlements, releases and judgments to  which the
insolvent insurer or its insureds were parties to determine the
extent to which such settlements, reeases and judgiments ynay he
propellyv contested,

(5) Notify such persons as the commnussioner directs under
paragraph (1) of subsection b. of section 10 of P.L. 1974, .17
(C.17:30A-10);

(6) Handle claims through its employees or through one or
more nsurers or other persons designated as servicing facilities.
Designation of a servicing facility is subject to the approval of
the commissioner, but such designation may be declined by a
member insurer;

(7) Reimburse each servicing facility for obligations of the
association paid by the facility and for expenses incurred by the
facility while handling claims on behalf of the association and



e
shall pay the other expenses of th#®ascoc1ation authorized by this
act;

(8) Make loans to the New Jersey Surplus lines Insurance
Guaranty Fund in accordance with the provisions of the “New
Jersey Surplus Lines Insurance Guaranty Fund Act,” P.L.1984,
c.101 (C.17:22- 6.70 et al.);

(9) Assess member insurers in amounts necessary to make
loans pursuant to paragraph (10) of this subsection. The
estimated assessments of each member insurer shall be in the
proportion that the net direct written premiums of the member
insurer for the calendar year preceding the assessment bears to
the net direct written premiums of all member insurers for the
calendar year preceding the assessment with actual assessments
adjusted in the succeeding year based on the proportion that the
assessed member insurer's net direct written premiums in the
year of assessment bears to the net direct written premiums of
all member insurers for that year.

(@) For the purposes of this paragraph. "net direct written
premniums”  shall not include medical malpractice liability
insurance premiums paid to member insurers to which an
additional charge has been applied for deposit in the New Jersey
Medical Malpractice Reinsurance Recovery Fund as provided in
the “"Medical Malpractice Liability Insurance Act,” P.1..1975.
c 01 (C.17:30D-1 et seq.) and the regulations promulgated
pursuai!l thereto, '

() 'MUpon certification by the commissioner_that there are
sufficient inonies on deposit in the New Jeresy Automobile
Insurgnee Guaranty Fund created pursuant to section 23 of
P1 1996, ¢.8 ((5.17:33B-5), to satisfy the current and anticipated
financis) ohligations of the New Jersey Automobile Full Insurance
['nderwriting  Association created pursuant to_section 16 of
P 1.1983, ¢ 65 (C.17:30E 4). "net direct written premiums” shall
not inclede premiums of] In the event that the commissione:
certfies that loans in amounts less than $160 million per calenda:
year as provided in paragraph (10) of this subsection will_satisfy
the current _and anticipated_financial obligations of the Market
Transition Facility,! 2without reference to the amount of funds

Lien Revenue Bonds,> a member insurer, and all of its affiliates
as defined in subsection a. of section 1 of P.L.1970, c.22
(C 17:27A 1), lshall 2[not]> be subject to 2a  reduced?
assessinent pursuant to this paragraphl if the member insurer and
all such affiliates: (i) did not issue or renew a policy of private
passenger automobile insurance in this State on or after January
1, 1973: (ii) were not assessed as members of the Murke
Transition Facility as established by section 88 of P.1..1990, c.8
(C.17:33B-11); and (iii) bhad not relinquished voluntarily any
expectation they may have had for the repayment of loans made
pursuant to paragraph (10) of this subsection, as provided by
paragraph (2) of subsection b. of section 6 of P.L.1983, c¢.65
(C.17:29A-35), pursuant to any court order or settlement
agreement approved by any court of competent jurisdiction, on or
before the effective date of this 1994 amendatory act?. The
reduced assessment of such members shall be equal to therr




proportionate share of the ditt"ﬂ«nm between the amount
certified by the commissioner and the total of the assessment of
all other insurers subject to such assessinent. If the amount of
such difference is zero or less, the reduced assessment shall be
zero?;

(10) Make loans in the amount of $160 million per calendar
year, beginning in calendar year 1990, or upon certification by
the commissioner 2, as provided by paragraph (b) of subsection (9)
of this section,? that 1[there are sufficient monies on deposit in
the New Jeresy Automobile Insurance Guaranty Fund to satisfy
the current and anticipated financial obligations of the New
Jersey Automobile Full Insurance Underwriting Associationl]
lesser amounts will satisfy the current and anticipated financial
obligations of the Market Transition Facilityl, such lesser
amounts as may be collected pursuant to paragraph (9) of this
subsection, to the New Jersey Automobile Insurance Guaranty
Fund created pursuant to section 23 of P.L.1990, c.8
(C.17:33B--5), except that no loan shall be made pursuant to this
paragraph after December 31, 1997. lIn no event shall menber
insurers subject to assessments have their financial obligation
increased due to 2[exemptions] reductions? granted pursuant to
paragraph (9) of this subsection.1

b. The association may:

(1) Employ or retain such persons as are necessary to handle
claims and perform such other duties of the association:

(2) Borrow funds necessary to effectuate the purpose of this
Jot 1n accordance with the plan of operation;

(3) Sue or be sued;

(4) Negotiate and becoine a party to such contracts as are
necessary to carry out the purpose of this act;

(5) Perform such other acts as are necessary or proper to
effectudate the purpose of this act;

(6) Refund to the member insurers in proportion of the
vontribution of each member insurer that amount by which the
assets exceed the liabilities if, at the end of any calendar year,
the board of directors finds that the assets of the association
exceed the liabilities, as estimated by the board of directors for
the coming year.

(cf: P.1.1992, ¢.191, s.1)
2. This act shall take effect immediately.

Reduces assessimments of certain insurers for payment of MTF debt.
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SPONSOR S STATEMEN |
STATEMENT

This bill exempts the net direct written premiums of certain
insurers from calculation of the assessments for payment of the
Market Transition Facility (MTF) debt once the financial
obligations of the former JUA (New Jersey Automobile Full
Insurance Underwriting Association) have been financed.

The bill provides that once the Commissioner of Insurance
certifies that there are sufficient monies on deposit in the New
Jeresy Automobile Insurance Guaranty Fund to satisfy the
curtent and anticipated financial obligations of the JUA, net
direct written premiums of a member insurer of the New Jersey
Property- Liability Guaranty Association (PLIGA) shall not be
included in calculating the assessment if the member insurer and
all of its affiliates: (1) did not issue or renew a policy of private
passenger automobile insurance in this State on or after January
1, 1973; (2) were not assessed as members of the Market
Transition Facility as established by section 88 of P.1..1990, c.8
(C.17:33B-11): and (3) had not relinquished voluntarily any
expectation for the repayiment of loans made by PLIGA pursuant
to any court order, or settlement agreement approved by ¢ court
of competent jurisdiction.

The bill further provides that once the corunissioner certifies
that there are sufficient monies on deposit to satisfy the current
and anticipated financial obligations of the JUA, the annual loans
from PLICCA to the New Jersey Automobile Insurance Guaranty
Fund may be reduced from the current statutory amount of $160
million per year, to the amount collected according to the revised
calculation provided by the bill.



ASSEMBLY INSURANCE COMMITTEE
STATEMENT TO

[FIRST REPRINT]

SENATE, No. 1431
STATE OF NEW JERSEY

DATED: NOVEMBER 20, 1995

The Assembly Insurance Committee reports favorably Senate
Bill No. 1451(1R).

This bill exempts certain insurers from assessment for payment
of the Market Transition Facility (MTF) debt once the current
and anticipated financial obligations of the former MTF are
satisfied.

The bill provides that once the Commissioner of Insurance
certifies that loans in amounts of less than $160 million per
calendar year by the New Jersey Property- Liability Guaranty
Association (PLIGA) satisfy the current and anticipated financial
obligations of the MTF, a member insurer of the PLLIGA shall not
be assessed if the member insurer and all of 1ts affiliates: (1) did
not issue or renew a policy of private passenger automobhile
insurance in this State on or after January 1, 1973, (2} were no!
assessed as members of the Market Transition Facility as
established by section 88 of P.L.1990, c¢.8 (C.17:33B-11); and (3)
had not relinquished voluntarily any expectation for the
repayment of loans made by PLIGA pursuant to any court order
or seltlement agreement approved by a court of competent
jurisdiction

The: bill further provides that once the commissioner certifies
that lesser amounts will satisfy the current and anticipated
financial obligations of the MTF, the annual loans from PLIGA
mav be reduced from the current statutory amount of $160
million per year



SENATE COMMERCE COMMITTEE

STATEMENT T0

SENATE, No. 1451

with committee amendments

STATE OF NEW JERSEY
DATED: NOVEMBER 21, 1994

The Senate Commerce Committee reports favorably and with
committee amendments Senate, No. 1451.

This bill., as amended, exempts certain insurers from
assessment for payment of the Market Transition Facility (MTF)
debt once the current and anticipated financial obligations of the
former MTF are satisfied.

The bill provides that once the Commissioner of Insurance
certifies that loans in amounts less than $160 million per calendar
year by the New Jersey Property-Liability Guaranty Association
(PL.IGA) satisfy the current and anticipated financial obligations
of the MTF, a member insurer of the PLIGA shall not be assessed
if the member insurer and all of its affiliates: (1) did not issue or
renew a policy of private passenger automobile insurance in this
State on or after January 1, 1973; (2) were not assessed as
menmbers of the Market Transition Facility as established by
section 88 of P.L.1990, c¢.8 (C.17:33B-11); and (3) had not
relinquished voluntarily any expectation for the repayment of
loans made by PLIGA pursuant to any court order or settlement
agreement approved by a court of competent jurisdiction.

‘I't:e hill further provides that once the commissioner certifies
that lesser amounts will satisfy the current and anticipated
financial obligations of the MTF, the annual loans from PLIGA
may be reduced from the current statutory amount of $160
million per year.
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Guaranty Fund created pursuant to section 23 of P.L.1990, c.8
(C.17:33B-5), except that no loan shall be made pursuant to this
paragraph after December 31, 1997.

b. The association may:

(1) Employ or retain such persons as are necessary to handle
claims and perform such other duties of the association;

(2) Borrow funds necessary to effectuate the purpose of this
act in accordance with the plan of operation;

(3) Sue or be sued;

(4) Negotiate and become a party to such contracts as are
necessary to carry out the purpose of this act;

(56) Perform such other acts as are necessary or proper to
effectuate the purpose of this act;

(6) Refund to the member insurers in proportion of the
contribution of each member insurer that amount by which the
assets exceed the liabilities if, at the end of any calendar year,
the board of directors finds that the assets of the association
exceed the liabilities, as estimated by the board of directors for
the coming year.

(cf: P.L.1992, ¢.191, s.1)
2. This act shall take effect immediately.

STATEMENT

This bill exempts the net direct written premiums of certain
insurers from calculation of the assessments for payment of the
Market Transition Facility (MTF) debt once the financial
obligations of the former JUA (New Jersey Automobile Full
Insurance Underwriting Association) have been financed.

The bill provides that once the Commissioner of Insurance
certifies that there are sufficient monies on deposit in the New
Jeresy Automobile Insurance Guaranty Fund to satisfy the
current and anticipated financial obligations of the JUA, net
direct written premiums of a member insurer of the New Jersey
Property-Liability Guaranty Association (PLIGA) shall not be
included in calculating the assessment if the member insurer and
all of its affiliates: (1) did not issue or renew a policy of private
passenger automobile insurance in this State on or after January
1, 1973; (2) were not assessed as members of the Market
Transition Facility as established by section 88 of P.L.1990, c.8
(C.17:33B-11); and (3) had not relinquished voluntarily any
expectation for the repayment of loans made by PLIGA pursuant
to any court order, or settlement agreement approved by a court
of competent jurisdiction.

The bill further provides that once the commissioner certifies
that there are sufficient monies on deposit to satisfy the current
and anticipated financial obligations of the JUA, the annual loans
from PLIGA to the New Jersey Automobile Insurance Guaranty
Fund may be reduced from the current statutory amount of $160
million per year, to the amount collected according to the revised
calculation provided by the bill.



STATE OF‘NEW JERSEY
EXECUTIVE DEPARTMENT January 8, 1996

SENATE BILL NO. 1451
(First Reprint)

To the Senate:

Pursuant to Article V, Section I, Paragraph 14 of the New Jersey
Constitution, I am returning Senate Bill No. 1451 (First Reprint)

with my recommendations for reconsideration.

N A. Summary of Bill

Senate Bill No. 1451 (First Reprint) would exempt approximately

ninety insurers from assessment by the New Jersey Property Liability

Guaranty Association (“PLIGA”) pursuant to the provisions of

section 8 of P.L. 1974, c.17 (C.17:30A-8). The exempted insurers are

those that: (1) did not issue or renew a policy of private passenger

automobile insurance in this State on or after January 1, 1973;

(2) were never assessed as members of the Market Transition Facility

("MTF”) established by section 88 of P.L.1990, c.8 (C.17:33B-11); and

(3) have never relingquished any expectation of repayment of certain

“loans” wmade by PLIGA. The exemption would only apply if the

Commissioner of Insurance were to certify that PLIGA loans in an
amount less than $160 million per calendar year would satisfy the

current and anticipated liabilities of the MTF.

In 1994, a potential inability of the MTF to fund all of its

expenses and claims payments, together with litigation concerning the

ability of the MTF to assess its members to fund this

to the enactment of an overall plan to fund the Lﬁ€)+4>

liabilivi~= of the MT® -~~~ -+~ _.¢ pending litigat:

was embodied in the Good Driver Protection Act of

c.57 (C.34:1B-21.1 et seq.). This carefully crafted plan

contemplated the availability of the full amount of remaining PLIGA

assessments, originally established by section 74 of P.L.1990,
i

together with the proceeds of the Market Transition

c.8

(C.17:30A-8),

Printed on recycled paper
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STATE CcF NEW JERSEY
ExectTive DEPARTMENT
»

2

Facility Senior Lien Revenue Bonds (the “MTF Bonds”), for the funding

of the financial obligations of the MTF.

Senate Bill No. 1451 (First Reprint) could interfere with the

full implementation of the MTF funding plan by reducing :the

availability of needed revenues. The exemption that this bill

contemplates would result in a loss of PLIGA monies in the

approximate amount of $6 million. However, the bill also prevents

PLIGA from making up any needed shortfall by precluding it from

increasing the assessment of any other member insurers. Thus, unless

the reduction in the needed PLIGA assessment is equal to or greater

than the cumulative amount of the exemption, there would be funding

shortfall.

.

Consequently, I recommend that the bill be amended to provide

for a pro rata reduction, rather than a complete exemption, for the

covered insurers. In addition, I recommend amending the bill to

reflect the fact that the Commissioner’s certification should,

according to the MTF funding plan, be made without reference to the

amount of funds remaining from the sale of the MTF Bonds. It 1is

imperative that the current and anticipated financial obligations of

the MTF be fully funded and that implementation of the MTF funding

plan not be Jjeopardized to accommodate the desire of a limited

segment of the insurance industry for exemption from PLIGA

assessments.

eieewse, 1 nerewlth return Senate Bill No. 1451 (First

Reprint) and recommend that it be amended as follows:

Page 3, Section 1, Line 37: After “Facility,” insert “without

reference to the ambunt of funds
remaining from the sale of the
Market Transition Facility Senior
Lien Revenue Bonds,”

%
Delete “not” after “to” insert “a
reduced”

Printed on recuct~-* 2900 o



STATE OF NEW JERSEY
ExecuTive DEPARTMENT

[seal]

Attest:

/s/ Margaret M. Foti

3

After “act” insert “. The reduced
assessment of such members shall
be equal to their proportionate
share of the difference between
the amount certified by the
Commissioner and the total of the
assessment of all other insurers

subject to such assessment. If
the amount of such difference 1is
zZero or less, the reduced

assessment shall be zero”

After “commissioner” insert “, as

provided by paragraph (b) of
subsection (9) of this section”

Delete “exemptions” insert
reductions”
Respectfully,

/s/ Chriétine Todd Whitman

GOVERNOR =

Chief Counsel to the Governor

Printed on recycled paper
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