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, All ACT ClGIIC8IIIiDI UIIII _Is ~ c:ertaill .........
 
2 ........ P.LI87l. c.17.
 
3
 
4 BE rr ENACTED b,p ". s-au ... GerttrnI Aae_1y 01 ,lie
 

. S Sta,.ol N.. I.-...: , 6 1. Section 801 P.L.1974. c.17 (C.17:3OA-8) is IUD8R'Ied to IUd 
7 as follows: 
8 8. a. 1be IIII&OdatJon Iball: 
9 (1) Be obUpted to the extent 01 the covered cleims aaaiDst In 

10 iJIIolv8llt imur8r inc:urred, ill the case of private , ••apr 
11 automobile iDsunmce, prior to 01' .Iter the determination of 
12 iDIolvencr. but belore the p»lier expiratioa date or the date upon 
13 wblch the iDlIured replaces the policy or causes its canc:eJlation. 
14 or in the case 01 insuraDce other tbm private passenger 
15 automobile iDsurlmce. covered claims aaainst such insolvent 
16 insurer incurred prior to or 90 days after the detennination of 
l' insolvency. or before the polier expiration date if less than 90 
18 days after said deterrniDation. or befon the insured replaces the 
19 policy or causes its cencellation. il he does 10 within 90 days of 
20 the detennination. but such obliBation shall iDclude cmly tbat 
21 BID01D1t of each covered claim which is less tbIm $300.000.00 and 
22 subject to any applicable deductible coatained in the policy, 
23 except that the S3OO.ooo.oo limitatian shell DOt apply to a 
24 covered claim GrisiDg out of iJIsUrIm.ce c:overqe mandated by 
25 section 4 0' P.L.19'2. c.rn (C.39:6A-4). In the CaM of benefits 
26 payable under sublectioD .. of sectkID 4 of p.Lt9n. c.70 
2' (C.39:6A-4), the 8&IOCiation sbaIl be liable for paJlll8llt of 
28 benefits in an amount DOt to exceed $7&.000.00. Benefits paid in 
29 exc8U of such IIDOUIlt BbaII be recoverable by the 8alIociation 
30 from the Unsatisfied ClaIm IDII JudpleDt Fund pIIl'IUaDt to the 
31 provisions of section 2 of P.Ll977. c.310 (C.39:6-73.t). In no 
32 event shall the IIIOCiatkm be obIipted to a po1ic:JboIder or 
33 claimant in an IIDOUDt ..aceu of the liadtaof liabOltr atated in 
34 the policy of the iasolYeDt.... ffOlD wIdcb the claim ~ 

35 (2) Be deemed the u.urer to tile ext..t ollts obUptloa OIl the 
36 covered claims IIId to lUCIa ext.. IbaIl lane all riIbta. dutielI. 
37 and obU.ations of tbe u-Iv_t ..... if the u.rer bed IIOt 
38 become inaolvent; 
39 (5) Assess member u.n.... in ry to par: 
40 (a) The obU.atioa of tile tuoeiatiaD [a.ll) of 

'. -;.- ~ 41 this (section) 1Ul!pstiGa;
 
42 (b) • ~ of bIndIiaa cowered clailM:
 
43 (c) The CGIt of _ ....... '-'lKtIDra 13; ...
 

DlUMTI-......tter ....... •• lleW-f.. "'-IreU. r ' •• ...
 
...... 'ill h ..t ..tell .. Is ,........... _t 1....
 

Ratter .....H ... IIIrI ..... "hf'. 
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1 (d) 0dIer elll*llil lilt WE' «• 8'1 III 
I iawued by the .-ciatal 1 .. Ie (8) ... (to) of 
3 tw. 811111ectiaa. 
• 1IIe .., ....ta of 8ech , IbaIl be ill the
 
6 JII"POfIioa that the aet dinct writt of the ........
 
8 __r lor the c........ year precedial die III ali!IMIlt bean to
 
7 the net direct written premiaml of III member iDsunIrs for the
 
8 calendar year precediDa tbe _ ...t.
 
9 Each member ir8Jrer sbaIl be JIOtified of the IIIBK Ilent not
 

10 later than 30 days befOl8 it is due. No member il8lrer ma, be
 
11 _8I8d punmant to this JNlI'8Il8IIb (3) (of this sub&ectionJ in any
 
12 year in an amount peater tIwl 2~ of that member inlurer' s net
 
13 direct written premiums for the calendar year precedinl the
 
14 8II88flIIlent.
 
16 The 8SSOCiation may, subject to the approval of the
 
16 commi&lioner. exempt. abate or defer, in wbole or in partt the
 
17 888eSIIJlent of lIlY member insurer, if the assessment would cause
 
18 the member insurer's f"mancial 5taternet to reneet amounts of
 
19 capital or surplus less than the minimum aDlOlDlts required for a
 
20 certificate of autbority by any jurisdictiao in which the member
 
21 insurer is autborized to trensact iDsuraDce. In the event an
 
22 assessment qaiDst a member iDsuIer is exempted, abated. or
 
23 deferred, in whole or in part, because of the Umitatioos set forth
 
24 in this section, the amount by wbich such assessment is
 
25 exempted, abated, or deferredl,J shall be "Baed qainst the
 
26 other member insuntn in a m8DD8l' COIIIiatent with the basis for
 
27 lI8S8SSll1enta set forth ill this section. If the maximwn
 
28 assessment, together with the other _IS of the association.
 
29 does not provi. in any oo8·)'8U'.aD 8IDOUDt sufflcient to carry
 

. 30	 out the responsibilities of the asa:iation, the D8CISSIII'Y 
31 additional funds shall be _BInd 8B saon thereafter as it is 
32 pennitted by thilF act. Each member iDSuler serviq as a serviciDI 
33 facility rna, set off llaiDst any 13II1••t, authorized payments 
34 made on covered claims .... expeIIIB. Incurred in the paymet of 
36 such claims by such member inan'er; 

36 (4) Investi••te claims bmuabt ' the .-.dation ad 
31 adj\l8t, compromise. settle. ,., co claima to the extent 
38 at the usociatioG·. obIiptiaD cJear all otber claims .... may 
39 review settlemeata. 1811111. to wbk:b tbeJwJat..... 
40 insolvent in&ureror ita JIII'ties to determine tile 
41 extellt to wbicb such ..tt I8le I_ judacl_."mar be 
42 properly cont.ted; 
43 (6) Notify such ,... • the ............... ..,... "'r	 ,
 
44 pmmph Hi of ""'!iGa II!. of _tiaD (1Ob.(I)1 ·10 of P.Lt'74.
 
4& c.17 (C,17:3OA-1CM; . ,
 
48 (8) HIndle cIai1aI i ,. s- or .......... or
 
.7 more inIurers or otlaet pea ,ted. J1n"" fecUiti-.
 
41 DIIi....tioll of ,..., iii.ut.lllt to die , .. of
 
... the comadUiaRII dl '••e. ~ lie _' .., •
 
10 ......
 
It (1) aa'.'1 -'iCIIi ,..., far ", ..'1 
A ..,.;aU. pUll " ,..., •• I .. 
13 radltJ ,	 ., 1M . a .. 
14 ..,., 1"11111 at... the•• 81 hili"'" 
.. 1Ct; 
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1 (a) ........ to lila New J~ 9lwJ E LiMa .:e
 
z Guu&~ FuIId ia ..,..... witll ............ of "New
 
3 Jener QIIplUI ............. G8nat7 hDIl Act.- P.Ltl84.
 
4 c.IO! (C.t7:22-&.70 lIIt-a-Ji
 
& (9) A.- member auren in _til NCIII ~ to make
 
8 IoIas panuent to IJUIlII'IIIiI (10) of this ...-eet'" (EatimatecU
 
7 The lltimated IR_.ts of eadl member iDsurer IbIIll be in the
 
8 proportion that the net direct written "....uums of the member
 
9 insurer for the calendar year preceding thelSliESlSmeut beals to
 

10 the net direct writtml premiums of all member insuren for·the 
11 calendar ,ear preceding the .JiBE lient with actual .llnlments 
12 adjusted in the succeediDg year based oa the pmportion that the 
13 8IIessed member insurer's net direct written premiums in the 
14 year of assessment bears to the net direct written premiums of 
1& aU member insurel'S for that ~. For the purposes of this 
16 pargnpb, -net direct writien premiums" shill oot include 
17 medicl1J!U!lpracticc liability iDsunDce premiums paid to member 
18 insurem to wbic:h en additional cbarp bas been applied for 
19 deposit in the New Jeraex Medical Malpractice Reinsurance 
20 Recovery F1md as provided in the "Medical Malpractice Uability 
21 Insuranc:e Act," P.L.1975. c.301 (C.17:30D-l et seg.) and the 
22 resulations pl'Omulgted pursuant thereto; 
23 (10) Make loans in the amount of $160 million per calendar ,I 24 year, beliJming in calendar year 1990, to the New Jersey 
25 Automobile Insurance Guaranty Fund created pursuant to section t 

126 23 of P.L.1990. c.8 (C.17:33B-S), except that no Iollll shall be 
27 made pursuant to this paragraph after Decembef 31, 1997. i 
28 b. The association may:
 
29 (1) . Employ or retain such persons as JI'e necessary to handle
 i30 claims and perfonn such other duti~ of the 8SIIiOCiation; J 

31 (2) Bonow funds D8Gessary to effectuate the purpose of this I 
32 act in accordance with the plan of operation; 
33 (3) sue or be sued; 
34 (4) Negotiate aad bec:ome a party to such contracts as are 
36 nec88l8l'J to carry out the IJUi1iUI8 of this act; 
36 (5) Perfann such other acts 88 are necessuyor proper to 
37 effectuate the purpose of this act; 
38 (8) Refund to the member iDsuIersin' proportion of the 
39 contribution of each member Mrer tbatllllDUDt by which the 
40 assets .exceed the liabilities if. at the ad of 8IlJ C8lendar year. 
41 the board of directon finds tut the .-eta of the 8I8OCiation 
42 exceed the liabillties, .. estimated by the board of dfrecton for 
43 the comina year. 
44 (cf: P.L1990, c.B. 5.74) 
46 2. This act shall tue effect immediately 8Dd IbaIl be 
46 retroactive to Much 8. 1990. 
47 
48 
49 STATDIENT 
&0 
11 nua bill ~ IHIIcIl IKdee IiabiIlty illaJrlElC8 
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1 (8) Make loans to the New Jersey Surplus Lines Insurance 
2 Guaranty Fund in accordance with the provisions of the "New 
3 Jersey Surplus Lines Insurance Guaranty Fund Act," P.L.1984, 
4 c.101 (C.17:22-6.70 et seq.); 
5 (9) Assess member insurers in amounts necessary to make 
6 loans pursuant to paragraph (10) of this subsection. [Estimated] 
7 The estimated assessments of each member insurer shall be in the 
8 proportion that the net direct written premiums of the member 
9 insurer for the calendar year preceding the assessment bears to 

10 the net direct written premiums of all member insurers for the 
11 calendar year preceding the assessment with actual assessments 
12 adjusted in the succeeding year based on the proportion that the 
13 assessed member insurer's net direct written premiums in the 
14 year of assessment bears to the net direct written premiums of 
15 all member insurers for that year. For the purposes of this 
16 paragraph, "net direct written premiums" shall not include 
17 medical malpractice liability insurance premiums paid to member 
18 insurers to which an additional charge has been applied for 
19 deposit in the New Iersey Medical Malpractice Reinsurance 
20 Recovery Fund as provided in the "Medical Malpractice Liability 
21 Insurance Act," P.L.1975, c.301 (C.17:30D-1 et seq.) and the 
22 regulations promulgated pursuant thereto; 
23 (10) Make loans in the amount of $160 million per calendar 
24 year, beginning in calendar year 1990, to the New Jersey 
25 Automobile Insurance Guaranty Fund created pursuant to section 
26 23 of P.L.1990, c.8 (C.17:33B-5), except that no loan shall be 
27 made pursuant to this paragraph after December 31, 1997. 
28 b. The association may: 
29 (1) Employ or retain such persons as are necessary to handle 
30 claims and perform such other duties of the association; 
31 (2) Borrow funds necessary to effectuate the purpose of this 
32 act in accordance with the plan of operation; 
33 (3) Sue or be sued; 
34 (4) Negotiate and become a party to such contracts as are 
35 necessary to carry out the purpose of this act; 
36 (5) Perform such other acts as are necessary or proper to 
37 effectuate the purpose of this act; 
38 (6) Refund to the member insurers in proportion of the 
39 contribution of each member insurer that amount by which the 
40 assets exceed the liabilities if, at the end of any calendar year, 
41 the board of directors finds that the assets of the association 
42 exceed the liabilities, as estimated by the board of directors for 
43 the coming year. 
44 (cf: P.L.1990, c.8, s.74) 
45 2. This act shall take effect immediately and shall be 
46 retroactive to March 8, 1990. 
47 
48 
49 STATEMENT 
50 
51 This bill excludes medical malpractice liability insurance 
52 premiums which are surcharged for the establishment of the New 
53 Jersey Medical Malpractice Reinsurance Recovery Fund from the 
54 formula for determining assessments on member insurers of the 
55 New ersey Property-Liability Insurance Guaranty Association to 
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1 satisfy the financial obligations of the New I ersey Automobile 
2 Full Insurance Underwriting Association, or IUA. Medical 
3 practitioners, and ultimately their patients, already bear the 
4 burden of continuing extensive surcharge assessments imposed 
5 upon them to bail out the insolvent and defunct New I ersey 
6 Medical Malpractice Reinsurance Association. 
7 

8 
9 

10 
11 Excludes certain medical malpractice insurance premiums from 
12 IUA debt assessments under the FAIR Act. 



ASSEMBLY INSURANCE COMMITTEE 

STATEMENT TO 

~EMBLY, No.1l17 

STATE OF NEW JERSEY 

DATED: MAY 14, 1992 

The Assembly Insurance Committee reports favorably Assembly, 
Bill No. 1117 

This bill excludes medical malpractice liability insurance 
premiums which are surcharged for the establishment of the New 
Jersey Medical Malpractice Reinsurance Recovery Fund from the 
formula for determining assessments on member insurers of the 
New Jersey Property-Liability Insurance Guaranty Association to 
satisfy the financial obligations of the New Jersey Automobile Full 
Insurance Underwriting Association, or JUA. 



LEGISLATIVE FISCAL ESTIMATE TO 

~EMBLY, No. 1117 

STATE OF NEW JERSEY 

DATED: June 5, 1992 

Assembly Bill No. 1117 of 1992 excludes medical malpractice 
liability insurance premiums which are surcharged for the 
establishment of the New Jersey Medical Malpractice Reinsurance 
Recovery Fund from the fonnula for detennining assessments on 
member insurers of the New Jersey Property-Liability Insurance 
Guaranty Association to satisfy the financial obligations of the New 
Jersey Automobile Full Insurance Underwriting Association, or JDA. 

The Department of Insurance and the Office of Management 
and Budget have not provided cost estimates concerning the fiscal 
impact of this bill. 

The Office of Legislative Services (OLS), however, notes that 
the bill has no fiscal impact on the State, because it affects only 
the assessments made on member insurers of the New Jersey 
Property-Liability Insurance Guaranty Association. 

This legislative fiscal estimate has been produced by the Office 
of Legislative Services due to the failure of the Executive Branch 
to respond to our request for a fiscal note. 

This fiscal estimate has been prepared pursuant to P.L.1980, c.67. 
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STATE OF NEW JERSEY 
EXECL'T\VE DEPART:vtENT 

July 20. 1992 

ASSEMBLY BILL NO. 1117 

To the General Assembly: 

Pursuant to Article V, section I, Paragraph 14, of the Constitution, 

I herewith return Assembly Bill No. 1117 without my approval. 

This bill excludes medical malpractice premiums paid by physicians 

and certain other medical professionals to the state's medical 

malpractice insurers from assessments imposed by the Fair Automobile 

Insurance Reform Act (FAIRA) to retire the debt of the New Jersey Full 

Insurance Underwriting Association (JUA). 

I have carefully considered each of the several arguments that have 

been advanced in favor of this bill. 

Physicians have argued that because they already pay into a fund 

called the Medical Malpractice Reinsurance Recovery Fund (Recovery Fund) 

that they should not be obligated to pay into the New Jersey Automobile 

Insurance Guaranty Fund. It has been argued that this dual payment 

amounts to a type of double taxation. 

While physicians do pay into the Recovery Fund, they have benefited 

by its existence, which was created by. the state to insure them at a time 

when commercial insurers refused to provide them medical malpractice 

insurance. The Recovery Fund established an environment that permitted 

doctors to continue their practice of medicine because of their access to 
: I

state-provided ~alpractice insurance offered at competitive rates. 

FAIRA also requires all insurers who are members of the 

Property-Liability Insurance Guaranty Association (PLIGA) .to pay 

assessments to retire the JUA debt. This provision of FAlRA has been 

consistently upheld by the courts against a multitude of legal 

challenges. The commercial insurers who now write medical malpractice 

insurance in New Jersey are also members of PLIGA and have been required 

to pay the FAIRA assessments even though they do not write auto 

insurance. This provision, too, has been upheld by the courts. 

If this bill were to become law it would afford an unfair benefit to 

the medical malpractice insurers, who are PLIGA members, and cause other 
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STATE 0 ~EW JERSEY 
EXECLTlVE DEPART:\IEST 

insurance companies, who are PLIGA members, to pay greatGr amounts to 

retire the JUA debt, and thereby raising substantial concerns under 

principles of equal protection, according to the Attorney General. 

It has also been argued by certain medical malpractice insurers that 

their status as "reciproca1s" exempts them from paying the JUA 

assessments. The Insurance Department has historically treated all 

reciprocals as SUbject to FAIRA assessments. That matter is now in 

litigation and will be resolved in that forum. 

Finally, enactment of this law would require the immediate refu~~ of 

over $9 million from the New Jersey Automobile Insurance Guaranty Fund at 

a time when the JUA, which is entirely supported by the Guaranty Fund, 

has temporarily deferred the payment of certain personal injury claims to 

injured parties. It would be wrong to allow these refunds when at the 

same time the JUA is unable to timely pay all claims because of cash flow 

difficulties. 

Accordingly, I herewith return Assembly Bill No. 1117 without my 

approval. 

Respectfully 

/s/ Jim Florio 

GOVERNOR 

[seal] 

Attest: 

/s/ M. Robert DeCotiis 

Chief Counsel to the Governor 


	CHECKLIST
	FINAL TEXT OF BILL
	SPONSOR'S STATEMENT
	ASSEMBLY COMMITTEE STATEMENT
	FISCAL ESTIMATE 
	VETO MESSAGE

