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msurance specificd in the certificale of authority, only after the
submission of a plan which provides for an orderly withdrawal
from the markei and a minimization of the impact of the
surrender or discontinuance on the public generally and on the
company 's policyholders in this State. The plan shall be approved
by the commissioner before the withdrawal or discontinuance
takes effect. In reviewing a plan for withdrawal under this
section, the commissioner shall consider, and may require as a .
condition of approval, whether some or all other certificates of
authority issued pursuant to chapter 17 or 32 of Title 17 of the
Revised Statutes held by the company or by other companies in
the same holding rompany as the company submitting the plan
shouid be surrenriered. The certificate of authority of the
company shall be deemed to continue in effect until the
provisions of the approved plan have been carried out. The
provisions of this section shall apply to any request for
withdrawal, surrender or discontinuance filed on or after January
25, 1990.

73. Section 34 of P.L.1983, ¢.65 (C.17:30E-22) is amended to
read as follows:

'34. Taxes required to be paid pursuant to P.L.1945, c.132
(C.54:18A-1 et seq.) on premiums earned by the association on or
after the effective dateof P.L. ,c. (C. Jinow pending in
the Legislature as this bill) shall be paid by the association to the
[Director of the Division' of Taxation] State Treasurer and shall
be credited to the New ]ersey Automobile Insurance Guaranty
Fund created by section23 of P.L. ,c. (C.  )(néw pending
in the Legislature as this bill). ‘ '

(cf: P.L.1983, .65, s.34)

74. Section 8 of P.L.1974, c.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 policy or causes its cancellation,
or in the case of insurance other than private passenger
automobile insurance, covered claims against such insolvent
insurer incurred prior to or 90 days after the determination of
insolvency, or before the policy expiration date if less than 90
days after said determination, or before the insured replacés the
policy or causes its cancellation. if he does so within 90 days of
the determination, but such obligation shall include only that
amount of each covered claim which is less than $300,000.00 and
subject to any applicable deductible contained in the policy,
except that the $300,000.00 limitation shall not apply to a
covered claim arising out of insurance coverage mandated by
section 4 of P.L.1972, ¢.70 (C.39:6A-4). In the case of benefits
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payable under subsection a. of section 4 of P./L.1872, c.70
(C.39:6A-4), the association shall be liable for payment ot
benefits [, under policies issued or renewed prior to January 1,
1991,]! in an amount not to exceed $75,000.00. Benefits paid in
excess of such amount under policies issued or renewed prio: to
[anuary 1, 1991]! shall be recoverable by the association from
the Unsatisfied Claim and judgment Fund pursuant to the
provisions of section 2 of P.L.1977, ¢.310 (C.39:6-73.1). In no
event shall the association be obligated to a policyholder or
claimant in an amount in excess of the limits of liability stated in
the policy of the insolvent insurer from which the claim arises;

(2) Be deemed the insurer to the extent of its obligation on the
covered claims and to such extent shall have all rights, duties,
and obligations of the insolvent insurer as if the insurer had not
become insolvent;

(3) Assess member insurers in amounts necessary to pay

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

(b) The expenses of handling covered claims;

(c) The cost of examinations under section 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.

Each member insurer shall be notified of the assessmbnt not
later than 30 days before it is due, No member insurer may be
assessed pursuant to paragraph (3) of this subsection 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 reflect amounts of
capital or surplus less than the minimum amounts required for a
certificate of authority by any jurisdiction in which the member
insurer ' is authorized to transact insurance. In the event an
assessment against a member insurer is exempted, abated, or
deferred, in whole or in part, because of the limitations set forth
in this section, the amount by which such assessment is
exempted, abated, or deferred, shall be assessed against the other
meinber insurers in a manner consistent with the basis for
assessments set forth in this section. If the maximum
assessment, together with the other assets of the association,
does not provide in any one year an amount sufficient to carry

by e e e
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out the responsibilities of the association, the necessary
additional funds shall be assessed as soon thereafter as it is
permitted by this act. Each meinber insurer serving as a servicing
facility may set off agadinst 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 and
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, releases and judgments may be
properly contested; '

(5) Notify such persons as the commissioner dirccts under
section 10 b, (1);

(6) Handle claims through its employees or through one or
more insurers 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
shall pay the other expenses of the association authorized by this
act; A B

(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,
€.101 (C.17:22-6.70 et seq.); ‘

(9) Assess member insurers in _amounts necessary to make
loans pursuant to paragraph (10) of this subsection. ' 1[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 lwith actual assessments
adjusted in the succeeding year based on the proportion that the
insurer's net direct written premiums in the year of assessment
bears to the net direct written premiums of all member insurers
for that yearl. 1l[However, 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 reflect amounts of capital or surplus less than the
minimum amounts required for a certificate of authority by any
jurisdiction in which the member insurer is authorized to transact -
insurance. In the event an assessment against a member insurer
is exempted, abated, or deferred, in whole or in part, because of
the limitations set forth in this paragraph, the amount by which
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such assessment is cxempted, abated, or deferred. shali be
assessed against the other member insurers in a manner
consistent. with the basis for assessments set forth in this
paragraph.]!; o -

(10) Make loans in the amount of $160 million per calendar
year, beginning in calendar year 1990, to the New Jersey
Automobile Insurance Guaranty Fund created pursuant to section
230f P.L. _,c. [(C. ) (now pending in the Legislature as
this bill), except that no loan shall be made pursuant to this
paragraph after December 31, 1997.

b. The associatien 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;

(5) 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.1984, ¢.207, s.9) 4

75. Section 16 of P.L.1974, c.17 (C.17:30A-16) is amended to
read as follows: ‘

16. a. The commissioner shall adept rules permitting member
insurers to recoup over a reasonable length of time, a sum
reasonably calculated to recoup assessments paid by the member
insurer [under this act] pursuant to paragraph (3) of subsection a.
of section 8 of P.L.1974, c.17 (C.17:30A-8) by way of a surcharge
on premiums charged for insurance policies to which this act
applies [; b. the] . The amount of any surcharge shall be
determined by the commissioner [; ¢. the] . The commissioner
may permit an insurer to omit collection of the surcharge from
its insureds when the expense of collecting the surcharge would
exceed the amount of the surcharge, provided that nothing in this
[section] subsection shall relieve the insurer of its obligation to
remit the amount of surcharge otherwise collectibleé.

b. No member insurer shall impose a surcharge on the
premiums of any policy to recoup assessments paid pursuant to
paragraph (9) of subsection a. of section 8 of P.L.1974, c¢.17
(C.17:30A-8).

(cf: P.L.1979, c.448, s5.7)
C.17:33B-49 ‘ ‘

76. (New section) a. In addition to the tax on net premiums
paid pursuant to section 1 of P.L.1945, c.132 (C.54:18A-1), each
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taxpayer under that section shall pay to the Director of the
Division of Taxztion an annual surtax at a rvate of 5%, or a rate
adjusted pursuant tc section 77 of this 1990 amendatory’ and
supplementary act, on all taxable premiums collected in this
State, except premiums collected by the New Jersey Automobile
Full Insurance Underwriting Association lcreated pursuant to
section 16 of P.L.1983, ¢.65 (C.17:30E-4), and premiums
collected by the Market Transition Facility created pursuant to
section 88 of P.L. ,_C. {C. )J(now pending in the
Legislature as this bill)!, in calendar years 1990, 1991 and -1992
for contracts of automobile insurance, notwithstanding section 6
of P.L.1945, ¢.132 (C.54:18A-6). The surtax shall be
administered pursuant to the provisions of P.L.1945, c.132
(C.54:18A-1 et seq.), except that if any provision of that act is in
conflict with a specific provision of this 1990 amendatory and
supplementary act, the provision or provisions of this 1990
amendatory and supplementary act shall govern.

b. For the purposes of sections 76 through 78 of this 1990
amendatory and supplementary act:

"Automobile” means a private passenger automobile of a
private passenger or station wagon type that is owned or hired,
and is neither used as 'a public or livery conveyance for
passengers nor rented to others with a driver; a motor vehicle
with a pickup body, a delivery sedan, a van, or a panel truck or a
camper type vehicle used for recreational purposes, owned by an
individual or by husband and wife who are residents of the same
household, not customarily used in the occupation, profession or
business of the insured other than farming or ranching. An
automobile owned by a farm family copartnership or corporation,
which is principally garaged on a farm or ranch and otherwise
meets the definition contained in this section, shall be considered
a private passenger automobile owned by two or more relatwes
resident in the same household; and

“ Automobile insurance” means direct insurance against injury
or damage, including the legal liability therefor, arising c¢ut of
the ownership, operation, maintenance or use of an automobile,
including, but not limited to, personal injury protection insurance,
bodily injury liability insurance, property damage liability
insurance, physical damage insurance and uninsr-ed and
underinsured motorist insurance,

c. Each taxpayer shall: ‘

(1) on or before the first day of the third month following
enactment of this 1990 amendatory and supplementary act' make
an installment payment of surtax due under subsection a. of this
section in an amount equal to one half of the surtax estimated to
be due for taxable premiums collected in this State in calendar
year 1990 if the surtax rate at the time of the payment was
imposed for the entire year; and ‘

(2) on or before the first day of the sixth month following
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enactment ¢ this 1990 amendatory and supple'nentary aci. make
an installment payment of surtax due under subsection a. of this
section in an amount equal to one half of the surtax estimated to
be due for taxable premiums collected in this State in calendar
year 1990 if the surtax rate at the time of the payment was
imposed for the entire year;
provided however, that no installment payment shali be due if the
payment date of such installment pursuant to this subsection falls
on or after February 1, 1991.

In the calculation of the tax due in accordance with subsection
a. of this section, a taxpayer shall be entitled to a credit in the
amount of the tax paid under this subsection as a partial payment
and shall be entitled to the return of any amount so paid which is
in excess of the total amount payable in accordance with this
section. _ '

d. Failure to pay any installment payment required pursuant to
subsection c. of this section shall constitute a deficiency, and
there shall be added to the tax for the calendar year interest on
the amount of underpayment as provided in the State Tax
Uniform Procedure Law, R.S.54:48-1 et seq., for the period of
the underpayment.

The amount of underpayment shall be the excess of the amount
of the installment payment which would be required to be paid if
the installment payment were equal to 45% of the surtax which
would be shown on the return for the year if the surtax rate at
the time of the payment were imposed for the entire year, or if
no retum was filed, 45% of the tax for that year, over the
amount, if any, of the installment payment paid on or before the
last date prescribed for payment,

For purposes of this subsection, the period of the underpayment
shall run from the date the installment payment was required to
be paid to the earlier of the date on which the surtax is due
pursuant to subsection a. of this section or, with respect to any
portion of the underpayment, the date on which that portion is
paid.

For purposes of this subsection, a payment of any installment
payment shall be considered a payment of any previous
underpayment only to the extent that such payment exceeds the
amount of the installment payment determined under this
subsection for that installment payment. ‘

e. All revenues collected from the surtax imposed pursuant to
this section, less any refunds paid pursuant to subsection d. of
section 77 of ‘this 1990 amendatory and supplementary act, shall
be credited by the State Treasurer to the New Jersey Automobile
Insurance Guaranty Fund, created pursuant to section 23 of this
1990 amendatory and supplementary act.

C.17:33B-50

77. (New section) a. The Director of the Division of Taxation
is hereby authorized to adjust the rate of the surtax imposed
pursuant to section 76 of this 1980 amendatory and

joa
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supplementary act, for any of the calendar years in which the
surtax is imposed, as provided in this section,

b. The Director of the Division of Taxation, in consultation
with the Commissioner of Insurance, shall, on or before the first
day of the second month following enactment of this 13990
amendatory and supplementary act, prepare an estimate of the
revenues anticipated to be collected from the surtax imposed
pursuant to section 76 of this 1990 amendatory and
supplementaiv act, at the rate established thereby, and credited
to the New Jersey Automobile Insurance Guaranty Fund, for each
of the three calendar years in which the surtax is imposed. These
estimates shall be reviewed and, if appropriate, revised, on or
before the first day of the month immediately preceding the due
date for the second installment payment for the first calendar
year in which the surtax is imposed and each subsequent
installment payment and each final payment required to be made
pursuant to section 76 of this 1990 amendatory and
supplementary act. Such review and revision shall .be based upon
information available to the director and the commissioner,
including actual surtax collections as reflected in final payments.

c. At any time that the estimates prepared and revised
pursuant to subsection b. of this section reflect total estimated
surtax revenues in excess of, or significanily less than,
$300,000,000 for the three calendar years in which the surtax is
imposed, the director shall provide that the surtax be imposed at
a different rate, such that the total gstimated revenues are as
near as possible to, but do not exceed, $300,000,070, provided,
however, that the rate shall not exceed 5%. That different
surtax rate shall be imposed on premiums collected in the first
calendar year for which final returns and final payments have not
yet been made and, subject to the director's determination, may
be reflected in installment payments which have not yet been
made.

d. On or before April 1, 1993, the director shall make a final
determination of the total amount of revenues collected under
the surtax imposed pursuant to section 76 of this 1990
amendatory and supplementary act for the three calendar years
in which the surtax is imposed. The director shall refund any
such revenues collected in excess of $300,000,000 to taxpayers in
proportion to each taxpayer's share of total surtax payments
made for the three calendar years.

C.17:33B-51 ’ :

78. (New section) The Commissioner of Insurance shall take
such action as is necessary to ensure that private passenger
automobile insurance policyholders shall not pay for the surtax
imposed pursuant to section 76 of this 1990 amendatory and
supplementary act.

79. Section 3 of P.L.1981, ¢.183 (C.54:18A-1a) lS amended to
read as follows:

3. a. To ensure that no county or municipality will experience

[
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a loss of revenue as a result of the repeal of the franchise tax on
domestic insurance cornpanies, the State Treasurer, upon warrant
of the State Comptrcller, shall, on or before August 1, 1982 and
on or before August 1 annually thereafter, pay to the collector of
the municipality and to the county treasurer of a county in which
a domestic insurance company's principal office was situated on
January 1, 1981, an amount determined by increasing the total
amount of franchise taxes received by the municipality or county
in the prior calendar year by the percentage rate of change of all
taxes paid by all insurance companies pursuant to P.L.1945, c.132
(C.54:18A-1 et seq.), but excluding any surtax payments made
pursuant to section 76 of P.L. , ¢. (C. ) (now pending before
the Legislature as this bill) land excluding any tax payments
made for the additional tax imposed to provide for Department of
Insurance administrative costs pursuant to R.S., 54:16-8 and
sections 2 and 3 of P.L.1945, ¢.132 (C.54:18A-2 and 54:18A-3) as
amended by P.L. , c. {C. ) (mow pending before the
Legislature as this bill)l , for the current and the immediately
preceding tax years.

The payments shall continue to be made so long as the principal
office of the domestic insurance company remains at the location
established on January 1, 1981. No liability for payment under
this section shall arise by virtue of the relocation of the principal
office of a domestic insurance company to another municipality,
whether or not within the same county.

b. To ensure that no municipality will experience -an abrupt
loss of revenue as a result of a domestic insurance company
relocating its principal office from the municipality’ wherein it
was established on January 1, 1981, the State Treasurer, upon
warrant of the State Comiptroller, shall, on or before August 1 of
each year, pay to the collector of the municipality from which
the principal office was removed, an amount as hereinafter
provided:

(1) For the first year after relocation, an amount equal to 80%
of the amount the municipality received in the year m which the
relocation occurred; '

(2) For the second year after relocation, an amount equal to
80% of the amount the municipality received in the year in which
the relocation occurred;

(3) For the thicd year after relocation, an amount equal to 40%
of the amount the municipality recelved in the year m which the
relocation occurred;

(4) For the fourth year after relocation, an amount equal to
30% of the amount the municipality received in the year in which
the relocation occurred; and ‘

(5) For the fifth year after relocation, an amount equal to 15%
of the amount the municipality received in the year in which the
relocation occurred.

No municipality shall be entitled to any payment under this

g
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subsection for any year following the fifth year after relocation.

c. To e' ire that no county will experience an abrupt loss of
revenue as result of a domestic insurance company relocating
its principal office from the county wherein it was established on
january 1, 1981, the State Treasurer, upon warrant of the State
Comptroller, shall, on or before August 1 of each year, pay to the

treasurer of the county from which the principal office was

removed, an amount as hereinafter provided:

(1) For the first year after relocation, an amount equal to 80%
of the amount the county received in the year in wluch the
relocation occurred;

{2) For the second year after relocation, an amount equal to
60% of the amount the county received in the year in which the
relocation occurred;

(3) For the third year after relocation, an amount equal to 40%
of the amount the county received in the year in which the
relocation occurred;

(4) For the fourth year after relocation, an amount equal to
30% of the amount Lhe county received in the year in which the
relocation occurred; and

(5) For the fifth year after relocation, an amount equal:to 15%
of the amount the county received in the year in which the
relocation occurred. '

No county shall be entitled to anv payment under this
subsection for any year following the fifth year after relocation.
{cf: P.L.1983, c.390, s 1) f

180. R.S.54:16-8 is amended to read as follows:

54:16-8. Computation of tax. If the [commissioner of banking

“and insurancel Commissioner of Insurance finds the report of the

insurer to be correct he shall ascertain the tax to be paid by the
insurer, in the followinx manner: »

a. If the insurer has written marine insurances in this state for
three years the commissioner of banking and insurance shall:

(1) Ascertain the average annual underwriting profit derived
by the insurer from such marine insurances written within the
United States during the last preceding three calendar years;

(2) Ascertain the proportion which the average annual
premiums of the insurer from such marine insurance written by it
in this state during the last preceding three years bears to the
average total of such marine premiums of the insurer during the
same three years; '

(3) Compute an amount of five per cent on this proportion of
the aforementioned average annual underwriting profit of the
insurer from such marine insurances , and compute an additional
amount of twenty-five one-hundredths on that proportion which
amount shall be dedicated to the Department of Insurance for
payment of administrative costs related to its statutory duties;
and E
{4) Charge the amount of tax thus computed to such insurer as
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a tax upon such narine insurances writien by it in this state
during the current calendar year. ‘

The commissioner of banking and insurance shall each year
compute the tax, according to the method described in this
section, upon the average annual underwriting profit of such
insurer from such marine insurances during the preceding three
years, including the current calendar year, namely, at the
expiration of each current calendar year, the profit or loss on
such marine insurances of that year is to be added or deducted,
and the profit or loss upon such marine insurances of the first
calendar year of the preceding three-year period is to be dropped
so that the computation of underwriting profit for purposes of
taxation under this section will always be on a three-year
average.

b. If the insurer has not been writing such marine insurances in
this state for three years the commissioner of banking and
insurance shall, until the insurer has transacted such business in
this state for that number of years, compute the tax upon the
basis of its annual underwriting profit on such marine insurances
written within the United States for the current calendar year,
subject, however, to an adjustment in the tax as soon as the
commissioner of banking and insurance, in accordance with the
provisions of this section, is enabled to compute the tax on the
aforementioned three-year basis.

In the case of mutual companies, the commissioner of [banking
and] insurance shall not include in underwriting profit when
computing the tax provided by this chapter, the amounts refunded
by such companies oan account of premiums previously paid by
their policyholders.1
(cf: R.S.54:16-8)

181. R.S.54:17-4 is amended to read as follows;

54:17-4. All moneys received by the Director of the Division
of Taxation in the Department of the Treasury from insurance
companies of other States and countries fon account of the] in an
amount equivalent to a tax of 2% on premiums for fire insurance,
and all payments in lieu of that tax, required by law to be made
by such companies, shall be tumed over monthly by the said
Director of the Division of Taxation to the State Treasurer to be
distributed by him as follows: ' '

The State Treasurer shall from time to time in each year, out
of the moneys above referred to, pay over to the treasurer of the
board of managers of the New Jersey firemen's home such sums
as the managers, by resolution approved by the Governor, shall
demand and require for the proper conduct of the home.

After the demands and requirements of the home upon said
moneys in any year have been met and discharged or pm\}ided for,
the balance thereof remaining shall be paid by the State
Treasurer to the treasurer of the New Jersey State Firemen's
Association or to the treasurer of any local relief association
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organized and existing under the provisions of chapter 17 of the
Title, Pensions and Retirement and Unemployment Compensation
{(§ 43:17-1 et seq.), upon the duly authenticated order of the
executive committee of the New Jersey State Firemen's
Association in such amounts and at such time as may be required.!
{cf: P.L.1955, ¢.30, s.1) .

182, Section 2 of P.L.1945, ¢.132 (C.54:18A-2) is amended to
read as follows:

2. (a) The tax specified in subsection (a) of section 1 of this
act, except as to life insurance companies and except as to
marine insurance as described by chapter 16 of Title 54 of the
Revised Statutes, shall, except as hereinafter provided, be 2%
upon the taxable premiums collected by such company during the
year ending December 31 next preceding on all business of the
company in this State, less the amount of taxes on its property,
exclusive of taxes on real estate and of taxes payable pursuant to
this section, paid in this State by the company pursuant to any
law of this State during the said year. Any taxes paid to the
treasurer of any firemen's relief association of this State
pursuant to R.5.54:18-1 shall be considered a part of the tax
payable under this act. An additional tax of 0.1% upon such
taxable premiums of such insurers shall also be paid, which
amount shall be dedicated to the Department of Insurance for
payment of administrative costs related to its statutory duties.

(b) Taxable premiums, collected after December 31, 1965 by
an insurance company subject to the provisions of subsection (a)
hereof under group accident and health insurance policies on
residents of this State, and taxable premiums collected under
legal insurance policies as defined insection 3 of P.L.1981, ©.160
(C.17:46C-3) on residents of this State, shall be subject to tax
only at the following rates:

As to taxes payable in 1967 13/4 %
As to taxes payable in 1968 ' 11/2 %
As to taxes payable in 1969 11/4 %

As to taxes payable in 1970 and thereafter 1%

An additional tax of 0.05% upon such taxable premiums of such
insurers shall also be paid, which amount shall be dedicated to the
Department of Insurance for payment of administrative costs
related to its statutory duties.l '
{cf: P.L.1981, c.511, s.22)

1g3. Section 3 of P.L.1945, c.132' (C 54:18A-3) is amented to
read as follows:

3. Amount of tax, life insurance companies; deductions (a)
The tax specified in subsection (a) of section 1 of this act as to
life insurance companies, shall, except as hereinafter prdvided,
be <% upon the taxable premiums collected by the company
during the year ending December 31 next preceding under all
policies or contracts of insurance on residents of this State, less
the amount of taxes on its property, exclusive of taxes on real
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estate and of taxes payable pursuant to this section, paid in this
State by the company pursuant to any law of this State during the
said year. An additional tax of 0.1% upon such taxable premiums
of such insurers shall also be paid, which amount shall be

dedicated to the Department of Insurance for payment of

administrative costs related to its statutory duties. _

(b) Taxable premiums, collected after December 31, 1965 by
an insurance company subject tn the provisions of subsection (a)
hereof under group accident and health insurance policies on
residents of this State, and taxable premiums collected under
legal insurance policies as defined in section 3 of P.L.1981, c.160
(C.17:46C-3) on residents of this State, shall be subject to tax
only at the following rates:

As to taxes payable in 1967 13/4%
As to taxes payable in 1968 11/2 %
As to taxes payable in 1969 11/4 %

As to taxes payable in 1970 and thereafter 1%

An additional tax of 0.05% upon such taxable premiums of such
insurers shall also be paid, which amount shall be dedicated to the
Department of Insurance for payment of admunstratwe costs
related to its statutory duties.? ' :

(cf: P.L.1981, c.511, 5.23)

184, Section 4 of P.L.1970, c.12 {C.17:1C-4) is amended to
read as follows: :

4. (a) The commissioner may appoint [a] two deputy
[commissioner] commissioners to serve at the pleasure of the
commissioner [and] who shall be authorized to exercise the
powers and duties of the commissioner in his absence or disability
and shall perform such other duties as the commissioner shall
prescribe.

(b) The commissioner shall have tne authority to establish,
organize and maintain in his offices an administrative division to
perform all necessary personnel, budget and finance, facilities
and equipment services for the department and to assign such
personnel thereto as may be required.1
(cf: P.L.1970, c.12, s.4) '

185, Section 3 of P.L.1952, c.174, [C 39:6-63) is amended to
read as follows: '

3. For the purpose of creating and maintaining the fund:

(a) (Deleted by amendment, P.L.1968, c.323, s.3.)

(b) (Deleted by amendment, P.L.1968, ¢.323, s.3.)

(c) (Deleted by amendment, P.L.1968, c.323, 5.3.)

(d On December 30 in each year, the commissioner shall
calculate the probable amount which will be needed to carry out
the provisions of this act during the ensuing registration license
year. In such calculation, he shall take into consideration the
amount presently reserved for pending claims, anticipated
payments from the fund during said year, anticipated payments
from the fund for medical expenses to be made pursuant to
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section 2 of P.L.1977, «.310 (C.39:6-73.1}, during the two years
after said year, anticipated amounts to be reserved for claims
pending during said year, amounts transferred to the Division of
Motor Vehicles pursuvant to section 28 of P.L.1952, c.174
(C.39:6-88) and the desirability of maintaining a surplus over and
above such anticipated payments and present and 'anticipated
reserves, such surplus not to exceed the amount actually paid
from the fund during the 12 full calendar months immediately
preceding the date of calculation. Such probable amount which
will be needed to carry out the provisions of this act shall be
assessed against insurers for such year's contributions to the
fund. Such probable amount needed shall be initially apportioned
on an estimated basis among such insurers in the proportion that
the net direct written premiums of each bear to the aggregate
net direct written premiums of all insurers, including the New
Jersey Automobile Full Insurance Underwriting Association,
created pursuant to P.L.1983, ¢.65 (C.17:30E-1 et seq.), and the
Market Transition Facility created pursuant to section 88 of
PL._ ,c. (C. ){now pending in the Legisiature as this bill),
during the preceding calendar year as shown by the records of the
commissioner as an estimate. Each insurer shall pay the sum so
assessed to the treasurer on or before March 31, next following.
Such estimated sum shall be subject to adjustment on March 31
next following payment based upon the proportion that the net
direct written premiums of each insurer bear to th aggregste
net_direct written premiums of all insurers, including the New
Jersey Automobile Full Insurance Underwriting Association
created pursuant to P.L..1983, ¢.65 (C.17:30E-1 et seq.), and the
Market Transition Facility created pursuant to section 88 of
PL ,e. (C. )(now pending in the Legislature as this bill),
during the vea. the estimated assessment was paid as shown by
the records of the commissioner. ’

(e) Whenever any of the provisions of this act conceming the
methed and sources of assessments on insurers, including the New
Jersey Autornobile Full Insurance Underwriting Association,
created pursuant to P.L.1983, c.65 (C.17:30E-1 et seq.), and the
Market Transition Facility created pursuant to section 88 of
P.L. ,c. (C. )now pending in the Legislature as this bill),
the maximum amounts payable from the fund, eligibility or
qualifications of claimants, or amounts to be deducted from
payments made from the fund are amended by law, between
January 1 and April 30 in any year, the commi: -‘oner may, if he
deems it necessary, rescind any assessment on insurers, including
the New Jersey Automobile Full Insurance Underwriting
Association, created pursuant to P.L.1983, c.65 (C-.i?:SOE-I et
seq.) and the Market Transition Facility created pursuant to
section 88 of PL. , c. _ (C )inow pending in the
Legislature as this bill), made on December 30 of the preceding
year. He shall then, within 15 days of the adoption of such

I rm i A ¥
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amendment. recalculate the probable amownt which will b
needed to carry out the provisions of this act during the ensuing
registration license year, in accordance with the provisions of
subsection {d) of this section. If, in his judgment, the estimnated
balance of the fund at the beginning of the next registration
license year will be insufficient to meet such needs, he shall
determine the contributions of insure:s, if any, in accordance
with the provisions of subsection (d} of this section. In the'event

of a rescission and reassessment suhsequent to March 1 in any

year, insurers shall pay the sum so assessed, if any, to the
treasurer within 90 days of the date of such assessment.1

(cf: P.L.1988, c.119, s.2)

C.17:33B-7

186. (New section) Any plan for the payment of premiums
payable to the New Jersey Auiomobile Full Insurance
Underwriting Association on an installment basis for policies
issued for a one year period shall provide for instaliment
payments during a period of not less than 9 months.1
C.17:33B-8

187, (New section) a. No New Jersey Automobile Full
Insurance Underwriting Association policy may be cancelled for
nonpayment of premium unless written notice is provided at least
15 days prior to the effective date of cancellation accompanied
by the reason for cancellation. Notice shall be provided to the
named insured and the producer of record at their last lnown
addresses. '

b. The association shall notify the named insured and the
producer of record at their last known addresses no later than 15
days after the nonrewal of an association policy of such
nonrenewal. 1
C.17:33B-11

1g8. (New section) a. There is created a Market Transition
Facility to be operated by the Commissioner of Insurance
pursuant to the provisions of this section. Every insurer
authorized to transact automobile insurance in this State shall be
a member of the facility and shall share in its profits_and'losses
as provided by the commissioner pursuant to the provisions of
subsection d. of this section. _

b. The commissioner shall, within 30 days of the effective date
of this 1990 amendatory and supplementary act, appoint a Market
Transition Facility Advisory Board which shall be comprited of
six_members, one of whom shall represent member companies
organized on a mutual basis, one of whom shall represent member
companies organized on a stock basis, one of whom shall
represent servicing carriers, one of whom ‘shall represent
insurance producers, one of whom shall be a qualified actuary and
one of whom shall represent the public. Advisory board members
shall serve for the duration of the facility or until such time as
their successor is appointed. Advisory board members shall not
be compensated for their services but shall be reimbursed by the
facility for any necessary and reasonable expenses incurred in
perform ance of their duties as members of the advisory board.
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c. The facility shall arrange for the issuance and renewal of
automobile insurance policies for the period commencing October
1, 1990 and ending September 30, 1992 pursuant to a plan of
operation promulgated by the commissioner in consultation with
the advisory board. The facility shall not issue or renew any
pulicies of automabile insurance on or aftér October 1, 1892,  The

plan shall provide: ,

(1) The applicable levels of coverage available thro ugh the
facility;

(2) That the premiums paygble nn_policies issued by the
facility shall be based on rates applicable to persons insured by
the  New Jersey Automectile Full Insurance Underwriting
Association on September 30, 1990 but shall not incorperate the
rates applicable under section 25 of P.L.1983, ¢.65 (C.17:30E-13)
and section 22 of P.L.1988, c.119, (C.17:30E-13.1). However, the
applicable rates for those insureds who do not qualify as eligible
persons as provided in section 25 of this 1990 amendatory and
supplementary act shall be those set by the plan for the provision
of automobile insurance established pursuant to section 1 of
P.L.1970, ¢.215 (C.17:29D-1);

(3} Procedures for the filing and approval of changes in rates
applicable to policies issued or renewed by the facility;

{4) For the issuance and renewal of automobile insufance
through servicing carriers under contract with the New Jersey
Automobile Full Insurance Underwriting Association pursuant to
the provisions of section 24 of P.L.1983, ¢.65 (C.17:30E-12),
utilizing, at the discretion of the comrmissioner, the staff of the
association;

{5) Procedures for the depopulation of the faclhtlwhxch shall

provide that: on or after April 1, 1991 no more than 29% of the
aggregate number of private passenge: non-fleet exposures
written in this State shall be written by the facility and the New
Jersey _Automobile Full Insurance _Underwriting Association
created by P.L.1983, c.65 (C.17:30E-1 et seq.); on or after
October 1, 1991 no more than 20% of the aggregate number of
private passenger non-fleet exposures written in this State shall
be written by the facility; on or after April 1, 1992 no more than
10% of the aggregate number of private passenger non-fleet
exposures written in this State shall be written by the facility;
and on or-after October 1, 1992, 0% of the aggregate number of
private passenger non-fleet exposures written in this State shall
be_written by the facility. In establishing the quotas set forth
above, the plan shall prescribe the number of voluntaerhrket
exposures which shall be written during each six month period set
forth in_this paragraph in a manner consistent thh‘ the
apportionment procedure established pursuant to subsection ‘a. of
section 26 of P.L.1983, ¢.65 (C.17:30E-14). In the event that any
of the quotas established pursuant to this paragraph have not
been met by the end of the applicable period, the commissioner

bt e
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shall direct the facility to assign the balance cf the cxposures
needed to meet the applicable quota to member comﬁanies
pursuant to the apportionment procedure. ‘A _member company
which exceeds its apportionment share for any six month period
set forth in this paragraph shall receive credit for the excess
against the following period’'s obligation. The commissioner may
excuse a member company from meeting its obligations under the
depopulation procedures if he determines that the company would
be placed in an unsafe or unsound condition; ‘

(6) A schedule for the payment of premiums on an installment
basis. Any installment payment schedule for policies issued for a
one year period shall provide for installment payments during a
period of not less than 9 months;

{7) That no policy issued by the facxhty may be cancelled for
nonpayment of premium unless written notice is provided at least
15 days prior to the effective date of cancellation accompanied
by the reason for cancellation. Notice shall be provided to the
named insured and the producer of record at their last known
addresses; ,

(8) Provide for notification of the named insured and the
producer of record at their last known addresses no later than 15
days after the nonrewal of a facility policy of such nonrenewal;
and : :
(9} Such other provisions as are deemed necessary for the
operation of the facility.

d. The commissioner shall apportion anv profits or losses of
the facility among member companies based on each company's
apportionment share as determined for purposes of depopulation

. pursuant to subsection a. of section 26 of P.L.1983, c.65

(C.17:30E-14). '
e. The facility shall be subLt to the provisions of P.L. 19451

c.132 (C.54:18A-1 et seq.).]
C.17:33B-12

18g. (New section) Notwithstanding any provision of law to
the contrary, an insurer may charge premiums at the rate level
applicable to eligible persons insured by the facility as provided
in paragraph {2) of subsection c. of section 88 of this 1390
amendatory and supplementary act to an insured written in the
voluntary market under the depopulation plan established
pursuant to paragraph (5) of subsection c. of section 88 of this
act. However, no insured shall be subject to facility rates for a
total period in excess of three years, including the time during
which the insured is covered by the facility.!
C.17:33B-26

190. (New section) Nothing contained in paragraph e. of the
definition of an eligible person as set forth in section 25 of this
1990 amendatory and supplementary act shall be deemed to
permit an insurer subject to the provisions of that paragraph e. to
refuse coverage to a person pursuant to the provisions of section
27 or section 39 of this act unless that insurer has complied with

its depopulation obligation, as determined by the commissioner

'

e v




WO NdWL ot -

F S W L W L) W W )W W W BN NN N O NN e e e e e b g b e
ggggﬁgaigﬁﬂgmmumm.p.con.-ccom\xa:ux.&-um_ccom\xmmpmn.-c

A1 [1R]
74 .
pursuant to the nprovisions of section 26 of P.L.1983, c¢.65
(C.17:30E-14) and paragraph (5} of subsection ¢. of section 88 of
this act, by October 1, 1992.1
C.17:33B-23

191, (New section) a. The commissioner shall suspend, after
hearing, an insurer's obligation to provide insurance for
automobiles in compliance with the provisions of section 1 of
P.L.1970, c.215 (C.17:29D-1) if the insurer is in an unsafe or
unsound financial condition.

b. If an insurer requests suspension and avers that ihere is an
immediate need to cease providing insurance for automobiles in
compliance with section 1 of P.L.1970, ¢.215 {(C.17:29D-1)
because compliance would result in the insurer being in an unsafe
or_unsound financial condition, the insurer's obligation to pravide
insurance for automobiles in compliance with section 1 of
P.L.1970, ©.215 (C.17:29D-1) shall be suspended beginning on the
10th business day after the insurer has filed the request and
supporting documentation with the commissioner, unless within
that time, the commissione: finds that continued compliance with
the provisions of section 1 of P.L.1970, ¢.215 (C.17:28D-1) will
not result in the insurer being in an unsafe or unsound fmanc1a1
condition, :

c. Any suspension pursuant to subsection a. or b. of this
section shall continue _until the commissioner, upon the
commissioner's own motion or upcn request by the insurer or any
other interested party, after dem&opportum ity for a hearing,
orders its revocation.

d. For the purposes of this section, an insurer shall be deemed
to be in an unsafe or unsound financiai condition if the
commissioner finds the insurer to have a ratio of annual ‘net
premiums written to surplus as to policyholders that threatens
the financial health of the insurer.! -

C.17:33B-24 : . 7

192. (New section) The commissioner may suspend - an
insurer's obligation to provide insurance for automobiles in
compliance with the provisions of section 1 of P.L.1970, ¢.215
{(C.17:29D-1) if the commissioner, in his discretion, determines
that compliance with section 1 of P.L.1970, c.215 (C.17:29D-1}
will result in an insurer's financial condition becoming unsafe or
unsound. In mumLm determmatxon, the commissioner shall
consider the following factors:

a. The insurer's ratio of annual net premiums written to
surplus as to policyholders; and -

b. Whether the insurer, in providing insurance for automobiles
in compliance with section 1 of P.L.1970, c.215 (C.17:29D-1)},
would experience: '

(1) an adverse change in its rating by A.M. Best and Company,
Dun and Bradstreet, Moody's or Standard and Poor's;

(2) financial ratios outside the - acceptable ranges as
established by the National Association of Insurance
Commissioners or the chief financial officer of the Department
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of Insurance ot _this State;, or .

{3) a net reduction _to_the insurer s surplus as to pohicyholders
greater than 25% during a period of twe years or less.

Any suspension pursuant to this section shall continue until ihe
commissioner, upon the commissioner's owri _motion or upon
request by the insurer or any other interested party, after
providing opportunity for a hearing, orders its revocation.!
C.17:33B-27

193. [New section) a. The commissioner shall suspend, after
hearing, an insurer's obligation to issue policies in compliance
with the provisions of section 39 of this act if the insurer.is in an
unsafe or unsound financial condition.

b. If an insurer requests suspension and avers that there is an
immediate need to cease issuance of policies in compliance with
section 39 of this act because compliance would result in the
insurer being in an unsafe or unsound financial condition, the
insurer's obiigation iu issue pulicies in compiiance with section
39 of this act shall be suspended beginning on the 10th business
day after the insurer has filed the request and supporting
documentation with the commissioner, unless within that time.
the commissioner finds that continued compliance with section 39
of this act will not result in the insurer being in_an unsafe or
unsound financial condition.

c. Any suspension pursuant to subsection a. or b. of this
section shall continue until the commissioner, upon the
commissioner's own motion or upon request by the insurer or any
other interested party, after providing opportunity for a hearing,
orders its revocation.

d. For the purposes of this section, an insurer shall be deemed
to be in an unsafe or_ unsound financial condition if the
commissioner finds the ‘insurer to have a ratio of annual net

premiums written to surplus as to policyholders that threatens

the financial health of the insurer.1
C.17:33B-28 4

194, (New section) The commissioner may suspend an
insurer's obligation to issue policies pursuant to section 39 of this
1990 amendatory and supplementary act if the commissioner, in
his discretion, determines that compliance with section 39 of this
act will result in an insurer's financial condition becoming unsafe
or unsound. In making this determination, the commissioner shall
coasider the following factors. '

a. The insurer's ratio of annual net premiums written to

surplus as to policyholders; and

b. Whether the insurer, in issuing policies in comghance with
section 39 of this act, would experience:

(1) _an adverse change in its rating by A.M. Best and Company,
Dun and Bradstreet, Moody 's or Standard and Poor's;

(2) financial ratios outside the acceptable ranges as
established by the National .Association of Insurance

Commissioners or_the chief financial ufficer of the Departmen
of Insurance of thxs State; or

o
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(3) a net reduction to the insurer's surplus as to policyholders
greater than 25% during a period of two years or less.

Any suspension pursuant to this section shall continue until the
commissioner, _upon the commissioner’'s cwn_motion or upon
request by the insurer or any other interested party, after
providing opportunity for a hearing, orders its revocation. 1

- C.17:33B-55

1g5. (New section) a. The commissioner shall, after hearing,
provide that the New Jersey Property-Liability Guaranty
Association exempt, abate or defer, in whole or in i)artL the
assessment on any member insurer imposed pursuant to paragraph
(9) of subsection a. of section 8 of P,L.1974, c.17 (C.17:30A-8), if
the insurer is in an unsafe or unsound financial condition.

b. If an insurer requests exemption, abatement or deferral and
avers that there is an immediate need to exempt, abate or defer
the payment of assessments pursuant to paragraph (9) of
subsection a. of section 8 of P.L.1974, c.17 (C.17:30A-8), because
payment would result in the insurer being in an unsafe or unsound
financial condition, the insurer's obligation to pay such
assessments shall be_exempted, abated or deferred beginning on
the 10th business day after the insurer has filed the request and
supporting_docuinentation with the commissioner, unless within
that time, the commissioner finds that continued payment of
assessments will not result in the insurer being in an msafe or
unsound financial condition. : i

c. Any exemption, abatement or deferral pursuant to
subsection a. or b. of this section ‘shall continue until the
commissioner, upon the commissioner's own mdtion or upon
request by the insurer or any- other interested party, after
providing opportunity for a hearing, orders its revocation!

d. For the puiposes of this section, an insurer shall be deemed
to be in an unsafe or unsound financial condition if the
commissioner finds the insurer to have a ratio of annual net
premiums written to surplus as to policyholders that {.reatens
the financial health of the insurer.1
C.17:33B-56

1g6. (New section) The commissioner may provxde that the
assocxatxon exempt, abate or defer, in whole or in part, the
assessment on any member insurer imposed pursuant to parggr_m
(9) of subsection a. of section 8 of P.L.1974, ¢.17 (C.17: 30A-8), if
the commissioner, in his discretion, determmes that payment of
the assessment will result in an insurer's financial condition
becoming_unsafe or unsound. In making this determination, the
commissioner shall consider the following factors:

a. _The insurer’'s ratio of annual net premiums written to
surplus as to policyholders; and

b. Whether the insurer would experience: :

(1) _an adverse change in its rating by A.M. Best and Company,
Dun and Bradstreet, Moody's or Standard and Poor's;

(2) financial ratios outside the acceptable ranges as
established by the National Association of Insurance
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of Insurance of this State; or

(3) a net reduction to the insurer's surplus as to pollcyholders
greater than 25% during a penod of two years or less.

Any exemption, abatement or deferral pursuvant to this section
shall continue until the commissioner, upon the comrnissioner’s
own motion or upon request by the insurer or any other interested
party, after providing opmrtumty for a hearing, orders its
revocation,!

C.17:33B-57 :

1g7. (New section) If an assessment against a member insurer
is exempted, abated or deferred pursuant to the provisions of
section 95 or 96 of this 1990 amendatory and supplementary act,
the amount by which such assessment is exempted, abated or
deferred shall be assessed against the other member insurers in a
manner consistent with the basis for assessment set forth in

aragral 9) of subsection a. of section 8 of P.L.1974, c.17
(C.17:30A-8). After the exemption, abatement or deferral is
revoked in whole, the commissioner may order that the
association require the insurer to pay those obligations deferred
pursuant to the provisions of section 95 or 96 of this act.1
C.17:33B-52

198, (New section) a. The commissioner shall, after hearing,
notify the director to exempt, abate or defer, in whole or in part,
the surtax imposed on an insurer pursuant to .the provisions of
section 76 of this 1990 amendatory and supplementary act if the
insurer is in an unsafe or unsound financial condition. .

b. [f an insurer requests exemption, abatement or deferral and
avers that there is an immediate need to exempt, abate or defer
the surtax imposed pursuant to section 76 of this act because
payment would result in the insurer being in an unsafe or unsound
financial condition, the insurer's obligation to pay such surtax
shall be exempted abated or deferred beginning on the 10th
business day after the insurer has filed the request and supporting
documentation with the commissioner, unless within that time,
the commissioner finds that continued payment of the surtax will
not result in the insurer being in an unsafe or unsound financial
condition. _ : S i

c. _Any exemption, abatement or deferral pursuant to
subsection a. or b. of this section shall continue until the
commissioner, upon the commissioner's own motion or upon
request by the insurer or any other interested party, after
providing opportunity for a hearing, orders its revocation..

d. For the purposes of this section, an insurer shall be deemed
to be in an unsafe or unsound financial condition if the
comriissioner finds the insurer to have a ratio of annual net
premiurns. written to surplus as to policyholders that threatens
the financial health of the insurer.!

C.17:33B-53 v .

199. {New section) The commissioner may provide that the
director exempt, abate cor defer, in whole or in part, the surtax
imposed on an insurer pursuant to section 76 of this 1990

[PV,
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amendatory :nd supplementary act :f the commssioner, in his

discretion, determines that paynient of the surtax will result in
an insurer's financial condition becoming unsafe or unsound. In
making this determination, the commissioner shall consider the
following factors: , ‘

a. The insurer’'s ratio of annual net premiums written to
surplus as to policyholders; and

b. Whether the insurer would experience:

(1) an adverse change in its rating by A.M. Best and Company,
Dun and Bradstreet, Mocdy 's or Standard and Poor's;

(2) financial ratios outside the acceptable ranges as

established by the National Association of Insurance
Commissioners or the chief financial officer of the Department
of Insurance of this State; or

(3) _a net reduction to the insurer's surplus as to policyholders
greater than 25% during a period of two years or less.

Any exemption, abatement or deferral pursuant to this section
shall continue until the commissioner, upon the commissioner's
own motion or upon request by the insurer or any other interested
party, after providing opportunity for a hearing, orders its
revocation.l
C.17:33B-54 -

1100. (New section} After the exemption, abatement or
deferral of a surtax on an insurer pursuant to the provisions of
section 98 or 99 of this 1990 amendatory and supplementary act,
is revoked, the commissioner may order that the director require
the insurer to pay those obligations deferred pursvant to the
provisions of section 98 or 99 of this act.l

1101. Section 7 of P.L.1972, ¢.198 (C.39:6-86.1) is amended to
read as follows:

7. When any person qualified to receive payments under the
provisions of the "Unsatisfied Claim and Judgment Fund Law"
suffers bodily injury or death as a pedestrian, as defined in
section 2 of P.L.1972, ¢.70 (C.39:6A-2), caused by a motor
vehicle, including an automobile as defined in sect’on 2 of
P.L.1972, ¢.70 (C.39:6A-2), and a motorcycle, or by an object
propelled therefromn, or arising out- of an accidemt while
occupying, entering into, alighting from, or using an automobile,
registered or principally garaged in this State for which personal
injury protection benefits under the "New Jersey Automobile
Reparation Reform Act,” P.L.1972, ¢.70 (C.39:6A-1 et seq.), or
section 19 of P.L.1983, c.362 {C.17:28-1.3), would be payable to
such person if personal injury protection coverage were in force
and the damages resulting from such accident or death are not
satisfied due to the personal injury protection coverage not being
in effect with respect to such accident, then in such event the
Unsatisfied Claim and Judgment Fund shall provide, under the
following conditions, the following benefits:

a. Medical expense benefits. Payment of all reasonable
medical [expenses incurred as a result of personal injury sustained

adtat et s e wmir et n o e
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_ 79
in a motor vchicle accident] expense benefits in an amount not
exceeding $250,000 per person per accident. In the event of
death, payment shall be made to the estate of the decedent.

Medical expense benefit payments shall be subject to a
deductible of $250.00 on account of injury in any one accident
and a copayment of 20% of any benefits payable between $250.00
and $5,000.00.

b. Income conutinuation benefits. The payment of the loss of
income of an income producer as a result of bodily injury
disability, subject to a maximum weekly payment of $100.00.
Such sums shall be payable during the life of the injured person
and shall be subject to an amount or limit of $5,200.00, on
account of injury to any one person in any one accident, except
that in no case shall income continuation benefits exceed the net
income normally eamed durmg the period in which the benefits
are payable.

c. Essential services benefits. Payment of essential services
benefits to an injurec¢ person shall be made in reimbursement of
necessary and reasonable expenses incurred for such substitute
essential services ordinarily performed by the injured person for
himself, his family and members of the family residing in the
household, subject to an amount or Limit of $12.00 per day. Such
benefits shall be payable during the life of the injured person and
shall be subject to an amount or limit of $4,380.00, on account of
injury to any one person in any one accident.

d. Death benefits. In the event of the death of an income
praducer as a result of injuries sustained in an accident entitling
such person to benefits under this section, the maximurn amount
of benefits which could have been paid t: the income producer,
but for his death, under subsection b. of this section shall be paid

‘to the surviving spouse, or in the event there is no -surviving

spouse, then to the surviving children, and in the event there are
no surviving spouse or surviving children, then to the estate of
the income producer. :

in the event of the death of one perforr.i;g essentia. services
as a result of injuries sustained in an accident entitling such
person to benefits under subsection ¢. of this section,  the
maximum amount of benefits which could have been paid such
person, under subsection c., shall be paid to the person incurring
the expense of providing such essential services.

e. Funeral expenses benefits.. All reasonable funeral, burial
and cremation expenses, subject to a maximum benefit of
$1,000.00, on account of the death to any one person in any one
accident shall be payable to decedent's estate.

Provided, however, that no benefits shall be paid under this
section unless the person applying for benefits has demonstrated
that he is not disqualified by reason of the provisions of
subsection (a), (c), (d) or (1) of section 10 of P.L.1952, ¢.174

-{C.39:6-70), or any other provision of law.1

{cf: P.L.1988, c.119, s.5)
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Repealer v

1[80.] 102.1 Section 28 of P:L.1988, c.119 (C.17:29A-6.1) and
section 8 of P.L.1988, ¢.156 (C.17:29A-47) are repealed.
Effective date :

[81.] 103.1 . This act shall take effect immediately, but
subsections a. through g. of section 50 shall remain inoperative
until the Director of the Division of Motor Vehicles has adopted
implementing . regulations pursuant to subsection h. of that
section; 1l[and]l sections 41 through 47 shall remain inoperative
until the Commissioner of Insurance has adopted implementing
regulations pursuant to section 48 of this act 1; and sections 80

through 83 shall be retroactive to January 1, 18901.

INSURANCE

The “Fair Automobile Insurance Reform Act of 1990."
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its principal office from the county wherein it was established on
January 1, 1981, the State Treasurer, upon warrant of the State
Comptroller, shall, on or before August 1 of each year, pay to the
treasurer of the county from which the principal offlce was
removed, an amount as hereinafter provided:

(1) For the first year after relocation, an amount equal to 80%
of the amount the county recexved in the year in which the
relocation occurred; :

(2) For the second year after relocatxon, an amount equal to
60% of the amount the county received in the year in which the
relocation occurred; .- - -

(3) For the third year after relocation, an amount equal to 40%
of the amount the c0unty received in the year in which the
relocation occurred; o : :

(4) For the fourth year after relocatxon, an amount equal to
30% of the amount the county recexved in the year in wh1ch the
relocatlon occurred; and . @y i a e s s

' (5) For the fifth year after relocatxon, an amount equal to 15%

) of the amount the county recewed in the year in which the
. relocation occurred. ° i ‘

.:,'

RN H oot N P
No county shall be enmled to any payment under this
subsection for any year following the fxfth year after relocation.
(cf: P.L.1983, ¢.390, s5.1) v

80. Section 28 of P.L.1988, c. 119 (C 17: 29A 6. l) and section 8
of P.L.1988, ¢.156 (C.17:29A-47) are repealed.

B1. This act shall take effect immediately, but subsections a..
through g. of section 50 shall remain inoperative until the
Director of the Division of Motor Vehicles has adopted
implementing regulations pursuant to subsection h. of that
section; and sections 41 through 47 shall remain inoperative until
the Commissioner of Insurance has adopted implementing
regulations pursuant to section 48 of this act, -

STATEMENT .
This bill makes 'significant changes in the Stat'e's motor vehicle
insurance laws. 3 ;', S A AL O W

The New' Jersey Automobxle Full Insurance Underwmtmg
Association (JUA) is required to stop issuing and renewing
automobile policies as of October 1, 1990, An insolvency trustee
is to be appointed to manage the financially burdened JUA and
the New Jersey Automobile Insurance Guaranty Fund is created
to fund the debt of JUA by receiving monies from various
sources, including assessments on property-casualty insurers, a
surtax on automobile insurance premium taxes, increased fees on
certain occupations and professions and increased registration
fees on motor vehicles. The policy constant and residual market
equalization charge (RMEC) are eliminated as of April 1, 1991,
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Automobile insurers will be required to insure "good” drivers in
~the voluntary market. Other drivers will be written in the
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* insurance plan, . However, the bill provides that no more than 10%

no fault’ law's pexsonal mjury protectxon coverage is changed to
$75 000 per person - -per _ accident w1th mandatory offers by
‘insurers of additional coverage up to unlimited.. Insurers must
also offer msureds the optlon cf makmg theu‘ health insurance
" primary. ; St

The bill also mtroduces measures to decrease fraud and other
. costs in the system, to increase safety and compliance with
certam ‘motor vehicle msurance laws, and to apply the State's
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“residual market pursuant to the implementation of an automobile

of the private passenger automobﬂes may “be wntten in 2he'




ASSEMBLY APPROPRIATIONS COMMITTEE
STATEMENT TO

ASSEMBLY, No.1

with Assembly committee amendments
STATE OF NEW JERSEY

DATED: MARCH 1, 1990

The Assembly Appropriations Committee reports favorably
Assembly Bill No. 1 with committee amendments.

This bill, designated the "Fair Automobile Insurance Act of
1990," reforms various aspects of the motor vehicle insurance
system in this State. Among its more significant provisions, the bill,
as amended by the committee, addresses the following issues: the
provision of medical expense benefits to persons injured in
automobile accidents; guaranteeing persons who meet "good driver”
criteria insurance coverage in the voluntary market; the phase-out
of the New Jersey Automobile Full Insurance Underwriting
Association (JUA) and its replacement with an assigned-risk plan;
the creation of a Market Transition Facility to assure an orderly
phase-out of the JUA; the retirement of the JUA debt; providing
new criteria which automobile insurers must ultimately use in setting
rates; ending the State anti-trust exemption for automobile
insurers; decreasing fraud and other costs to the automobile
insurance system; and providing a mechanism for heightened
enforcement of the State's mandatory liability insurance system.

The bill contains several provisions concerning the provision of
medical expense benefits to persons injured in automobile accidents.
Under present law, unlimited medical expense benefits are provided
under automobile irsurance policies (subject to certain deductibles
and copayments). Beginniug January 1, 1991, the bill caps mandatory
benefits at $250.000 and provides that insurers may offer coverage in
excess of $250,000. As a result of this change, the Unsatisfied Claim
and Judgment Fund will be utilized as a mechanism to provide
pooling of losses between $75,000 and $250,000. The bill also
provides that the medical fee schedules adopted by the
Commissioner of Insurance applicable to medical expense benefits
coverage provided by automobile insurers are to incorporate the
reasonable and prevailing fees of 75% of practitioners in a region and
prohibits billing in excess of the fees provided under the schedule. In
addition, the bill contains an optional health insurance
"wrap-around” provision under which insureds have the option,
beginning January 1, 1991, to make their health insurance coverage
or other health benefits primary for automobile related injuries. The
wrap-around includes coverage under any health insurance policy or
any other applicuble health benefits, including health care services
provided by he-lth maintenance organizations and coverage or
benefits under any applicable federal or State program. The bill



requires an appropriate reduction in rates applicable to medical
expense benefits coverage for insureds who select the wrap-around
option. This rate reduction is to be not less than 25% for policies
issued or renewed prior to January 1, 1992, from which date an
appropriate rate discount is to be given to insureds with wrap-around
coverage.

The bill contains several provisions modeled after the Michigan
Essential Insurance Act which require automobile insurers to provide
insurance in the voluntary market to "good drivers" beginning April
1, 1992, The bill provides express criteria defining an eligible person
for coverage in the voluntary market. To be deemed an eligible
person under these standards, a person must be an owner or
registrant of an automobile registered in this State or must hold a
valid license to operate an automobile in New Jersey. “Eligible
purson” does not include any person: who during the three-year
period immediately preceding renewal or application has been
convicted for driving under the influence of alcohol or drugs in this
or another state, has been convicted of a crime of the first, second
or third degree resulting from the use of a motor vehicle, or has been
convicted of theft of a motor vehicle; whose license to operate an
automobile is suspended or revoked; who during the immediately
preceding five-year period has been convicted of fraud or intent to
defraud involving an insurance application or claim, or has been
successfully denied payment of an automobile insurance claim in
excess of $1,000 if there was evidence of fraud or intent to defraud
involving the claim or application; whose automobile insurance
policy was cancelled for nonpayment of premium during the
immediately preceding two-year period, unless the person prepays in
full any premium due on a new or renewal policy; who is not a
member of a club, group or organization or qualified for such
membership if membership, or qualification for membership, is a
uniform requirement of the insurer to provide coverage; who within
the preceding three-year period has accumulated experience-related
insurance eligibility points as determined under a schedule
promulgated by the commissioner; or who possesses such other risk
factors as deemed relevant by rule or regulation of the
commissioner. The bill requires that any insurer or insurance
producer who declines an application for automobile insurance
inform the applicant of the reasons for refusal and provide
information on whether the applicant may be qualified for coverage
with an affiliate insurer. This notice must be provided in writing if
the application itself was made in writing. A person who made an
oral application may however request a written explanation within 80
days. The bill requires the commissioner to establish a procedure for
resolving the complaints of persons who believe they have been
improperly denied automobile insurance, with an ultimate right to
have a matter heard as a contested case.

The bill phases-out the JUA by prohibiting it from issuing or
renewing policies on or after October 1, 1990. In its place, an
assigned-risk plan will be created. Under the assigned-risk plan,
each insurer would "= responsible for its share of assigned-risk
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business. Only those insureds who dz)‘ not meet the eligible person
criteria may be placed in the assigned-risk plan. The insurer may
either write the risks assigned under the plan or contract with
another insurer or other qualified entity to take on their
assigned-risk book of business under a limited assignment
distribution system. The bill requires that coverage provided under
the plan in excess of $50,000 per person and $100,000 per accident
for bodily injury or death and $25,000 for property damage, or
$100,000 single limit be experience rated, [t also requires that
collision and comprehensive coverage be experience rated for
automobiles insured under the plan with a value in excess of
$25,000. Similarly, the collision and comprehensive coverage under
the plan for any automobile valued at more than $15,000 but less
than $25,000 is to be experience rated on the rate applicable to the
value between $15,000 and $25,000. Under the bill, the plan is
prohibited from insuring more than 10% of the automobile insurance
market in this State at any time. Therefore, 90% of the privaie
passenger automobile insurance market in the State is to be insured
in the voluntary market. In addition, the bill provides that those
voluntary market companies operating as non-standard insurers may
provide coverage to no more than 15% of the total automobile
insurance market in the State. The bill prohibits non-standard
insurers from charging rates in excess of 135% of the cost of
insurance in the voluntary market in this State.

In order to assure an orderly transfer of insureds from the JUA
during the phase-out period, the bill provides for the creation of a
Market Transition Facility to provide automobile insurance between
October 1, 1990 and September 30, 1992, The facility will be
operated pursuant to a plan adopted by the commissioner in
consultation with an advisory board comprised of representatives of
insurers, producers, servicing carriers and the public as well as a
qualified actuary. To provide administrative continuity, the facility
will utilize the servicing carriers presently under contract with the
JUA. However, all insurrrs writing private passenger automobile
insurance in New Jersey will be members of the facility and share in
its profits and losses. There will be a two-tier rating system for use
in the facility utilizing rates applicable under the assigned-risk plan
for insureds who are not eligible persons and ISO rates for all other
facility insureds.

The bill provides a schedule for the mandatory depopulation of
risks insured in the JUA and the facility as follows. By October 1,
1990, no more than 32% of all insureds are to be in the JUA; by
April 1, 1991, no more than 29% of all insureds are to be in the JUA
and the facility, combined; by October 1, 1991, the JUA will be
totally depopulated and no more than 20% of all insureds are to be in
the facility which is to decrease to 10% on April 1, 1992 and be
totally depopulated by October 1, 1992. The bill provides for the
mandatory assignment of risks by the commissioner if any of these
depopulation quo*as is not met.

The bi ° contains several other provisions addressing the impact
of the JUA phase-out. It prohibits the imposition of the residual



market equalization charge (RMEC) and the policy constant on or
after April 1, 1991, thereby ending the direct subsidies currently paid
to the JUA by automobile insurance policyholders. The bill provides
a mechanism under which information on brokers who served as JUA
producers will be available to automobile insurers who may wish to
use these brokers in writing future business and provides that the
commissioner is to encourage the broadening of these brokers'
authority to place other types of insurance. In addition, the bill
mandates the establishment of a program under which certain urban
brokers who lost their status as agents after December 31, 1980 are
to be assigned on an equitable basis to represent voluntary market
companies.

The bill establishes the New Jersey Automobile Insurance
Guaranty Fund which is to be administered pursuant to a plan of
operation approved by the commissioner. Direct responsibility for
administration of the plan will be placed with an insolvency trustee
appointed by the commissioner. The trustee is to be a person with
experience in bankruptcy or insolvency who is not, during his tenure
as trustee, to be affiliated with or employed by an insurer. Monies
from the fund are to be used to pay claims and satisfy the other
financial obligations of the JUA. In order to disburse monies from
the fund, the trustee will prepare a written application for
disbursement which is to be approved by the commissioner and
forwarded to the State Treasurer for approval, at which time the
requested monies are to be disbursed. The plan of operation is to
provide for the payment of covered losses on behalf of the
association and is to contain a schedule for the prioritization of
claims payments by the type of claim for which payment is due. The
schedule may provide for the deferral of residual bodily injury
(generally, pain and suffering) losses over four years and the deferral
of other payments only upon certification by the commissioner that
the fund cannot otherwise obtain the monies necessary to pay those
obligations. However, the bill precludes the plan from providing for
the deferral of claims payments which are due and payable for
present economic loss. The bill also provides that no person covered
under a JUA policy may be held iiable for payment of any claim
which is being deferred pursuant to the deferral schedule until such
time that the claim is actually paid.

In addition to monies appropriated or otherwise made available
to the fund or the JUA, the fund will obtain income from various
sources, including: loans made by the New Jersey Property-Liability
Guaranty Association in an amount of $160 million a year for each
calendar year from 1990 through 1997, funds for these loans are to
be raised through assessments on member insurers of the association;
loans from other sources approved by the commissioner; revenues
from a surtax imposed on private passenger autwomobile insurance
premiums in this State, other than those collected by the JUA and
the Market Transition Facility, in calendar years 1990 through 1992,
the surtax rate is set at 5%, but the Director of Taxation, in
consultation with the commissioner, is authorized to adjust the
surtax ra 2 so that tota) revenue over the three years approximately
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equals $300 million; revenues from the premium tax collected on
JUA premiums; monies from the New Jersey Merit Rating Plan
collected on or after October 1, 1991, less 15% or the actual
administrative expenses incurred by the Division of Motor Vehicles,
whichever is less, for collecting merit rating surcharges and
administering the motor vehicle liability insurance cancellation
notification system; monies from a $100 annual fee placed on
attorneys, medical doctors, doctors of osteopathy, chiropractors,
podiatrists, physical therapists and auto body repair shops, these fees
are to be collected by the appropriate licrnsing body for calendar
years 1990 through 1996; and monies coliected by the Division of
Motor Vehicles, on or after October 1, 1991, on additional
registration fees imposed on all motor vehicle registrations issued or
renewed in this State from July 1, 1990 through December 31, 1996.
These registration fees are to be imposed as follows: for all motor
vepicles, other than commercial motor vehicles, which are three or
more years old the fee is $15; for all motor vehicles, except
commercial vehicles, which are less than three years old the fee is
$40, until that vehicle is three years old at which time the fee is
reduced to $15; and for all commercial motor vehicles, the fee is
$75. However, the fee for motorcycles is $15 and for trucks which
are registered as noncommercial vehicles the fee is $50. No
additional fees are to be imposed on registrations for which no fee is
presently collected, on registrations for certain farm vehicles or on
registrations of persons who are eligible for pharmaceutical
assistance for the aged and disabled (PAAD). Any additional
registration fees collected prior to October 1, 1991 are to be
remitted by the Division of Motor Vehicles directly to the JUA.

Member insurers of the New Jersey Property-Liability Guaranty
Association are precluded from imposing a surcharge on the
premiums of any policy to recoup the assessments imposed for the
purposes of the loans made by the association. The bill also provides
that, upon certification by the commissioner that monies collected
under the New Jersey Merit Rating Plan are no longer necessary to
fund the JUA debt, those monies be forwarded to the New ]Jersey
Property-Liability Guaranty Fund to aid in payment of loans made by
that fund to the New Jersey Automobile Insurance Guaranty Fund.
In addition, the bill provides that the Commissioner of Insurance is to
take such action as is necessary to ensure that orivate passenger
automobile insurance policyholders do not pay for the surtax imposed
on automobile insurers to help defray the JUA debt.

The bill provides for the suspension of an insurer's obligation to
insure eligible persons under the essential insurance provision, to
insure drivers who are not eligible persons as assigned-risks or to
insure any driver in the voluntary market if the assigned risk plan
reaches 10% of marketshare or for the exemption, abatement or
deferral, in whole or in part, of any assessments payable by the
insurer to the Property-Liability Guaranty Association for loans
made to the Automobile [nsurance Guaranty Fund and of the surtax
payable on automobile insurance premiums, if the insurer is in an
unsafe or unsound financial condition. An insurer is to be deemed to
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be in an unsafe or unsound financial condition if the commissioner
finds the insurer to have a ratio of annual net premiums to
policyholder surplus that threatens the financial health of the
insurer. In addition, the bill provides a mechanism under which the
commissioner may suspend an insurer's obligation to provide
insurance under any of the above provisions, or exempt abate or
defer the payment of assessments or the surtax, if it is determined
that compliance will result in an insurer's financial condition
becoming unsafe or unsound. In making this determination the
commissioner is to consider: the insurer's ratio of annual net
premiums written to insurer's surplus and whether compliance with
these provisions would adversely change the insurer's rating by A.M.
Best and Company, Dun and Bradstreet, Moody's or Standard and
Poor's, result in the insurer experiencing financial ratios outside the
acceptable range as established by the National Association of
Insurance Commissioners or the Department of Insurance or result in
a net reduction to the insurer's surplus as to policyholders greater
than 25% during a period of two years or less.

The bill contains several provisions concerning automobile
insurance ratemaking. It provides new criteria on which private
passenger automaobile insurance rates may be based and specifically
precludes the use of age, sex or marital status in setting automobile
insurance rates. Automobile insurance rates and premiums are to be
determined by the following factors, in decreasing order of
importance: the insured's driving safety record, including motor
vehicle points, at-fault accidents, and convictions for driving while
under the influence of drugs or alcohol; the number of miles the
insured drives annually; the number of years of driving experience
the insured has had; the type of automobile driven; and such other
factors as determined by the commissioner to have a substantial
relationship to the risk of loss. The commissioner is to promulgate a
plan providing for the implementation of the new ratemaking criteria
no later than January 1, 1992, which is to take effect within one year
of the date of promulgation.

The bill prohibits the use of rating organizations and advisory
organizations by insurers in setting automobile insurance rates
except for the purposes of the collection, compilation and
dissemination of historical data for two or more insurers. However,
rating organizations and advisory organizations are expressly
prohibited from trending loss data for claims. In addition, the bill
provides a mechanism for the Public Advocate to challenge a rate
change made under flex-rating after such a rate change becomes
effective. Finally, the bill removes automobile insurers from the
exemption from the State's anti-trust law (N.].5.A.56:9-1 et seq.).

The bill contains several provisions designed to locate and
penalize uninsured drivers and cut down on fraud and other
unnecessary costs to the automobile insurance system. Among these
provisions are the establishment of a new program to be
administered by the Department of Insurance under which vehicles,
other than new vehicles and other vehicles exempted by the
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commissioner, are to be inspected, either by photograph or
otherwise, prior to the issuance of automobile physical damage
insurance coverage; the establishment of a cancellation-notification
program to be administered by the Division of Motor Vehicles
providing for the suspension of motor vehicle registrations and the
surrender of registration plates, and ultimately driver's licenses,
when automobile insurance has been cancelled for nonpayment of
premium and new coverage has not been obtained; establishment of
a towing and storage fee schedule; the provision of rate discounts to
insureds whose vehicles have approved anti-theft or safety devices;
requiring insurers writing private passenger automobile insurance to
create and file plans for the prevention of fraudulent insurance
applications and claims and for the prevention of automobile theft;
and granting the commissioner the authority to implement any
procedure or practice he deems necessary to control the cost of
providing personal injury protection coverage, to increase the
efficiency of insurers or to prevent fraudulent practices. The bill
also provides an amnesty period from October 1, 1990 through
January 31, 1981, for uninsured drivers who would be first offenders
under the mandatory automobile liability insurance law and provides
for the reduction of two motor vehicle points, no more than once
every five years, for persons who complete a defensive driving
course approved by the Director of the Division of Motor Vehicles.
The bill provides that no insurer may cease transacting any line of
property-casualty insurance in this State, unless such cessation is
accomplished pursuant to a plan of orderly withdrawal approved by
the commissioner.

Finally, the bill also increases the premium tax currently
imposed on all insurers, and dedicates the revenues from this
increase to the Department of Insurance for payment of
administrative costs related to its statutory duties. The general 2
percent tax is increased by the imposition of an additional 0.1
percent tax; the 1 percent tax on group accident and health policies
is increased by the imposition of an additional 0.05 percent tax, and;
the 5 percent tax on marine insurance is increased by the imposition
of an additional 0.25 percent tax.

The committee made the following significant amendments to
the bill:

Place a cap of $250,000 on medical expense benefits available
under automobile insurance personal injury protection (PIP) coverage
with Unsatisfied Claim and Judgment Fund (UCJF) pooling losses
between $75,000 and $250,000.

To assure orderly access to the voluntary market for 90% of all
drivers:

e (Create a Market Transition Facility which may provide
insurance through existing servicing carriers during a two-year
period beginning October 1, 1990. The automobile insurance industry
will bear any losses incurred by the facility.



® Continue mandated depopulation utilizing six-month quotas.
® Begin "take-all-comers” on April 1, 1992.

Provide mechanisms to exempt financially troubled insurers
from the "take-all-comers” and assigned-risk requirements and to
exempt, abate or defer the payment by financially troubled insurers
of certain Property-Liability Guaranty Association assessments and
the automobile insurer premium surtax.

Dedicated minimal, proportional increase in insurance premium
tax to fund the Department of Insurance.

Provide an assigned-risk credit for increased voluntary market
writings in designated urban areas.

Program for the assignment of certain urban producers to
voluntary market companies.

Prohibiting eligible persons ("good drivers") from being insured
under assigned-risk plan.

Permitting Public Advocate to challenge flex-rate change after
it becomes effective.

Exempt new cars from photo-inspection law; apply
cancellation-notification program to cancellations for nonpayment
of premium.

Additional registration fees to be imposed as follows:

e $15 on all non-commercial vehicles that are three or more
years old;

¢ $40 on all non-commercial vehicles that less than three years
old;

e $75 on all commercial vehicles;

e $15 on all motorcycles;

® $50 on all trucks registered as noncommercial vehicles;

® No additional fee on certain farm vehicles or on registrants
who are PAAD eligible.

EISCAL IMPACT,

Among the bill's provisions which will or may have a fiscal
effect include: increases in existing fees and imposition of new cnes,
imposition of surtaxes and dedication of already collected funds to
retire or liquidate the JUA debt; administrative costs to collect the
new fees and surtaxes and to implement new programs to locate and
penalize uninsured drivers; and changes in the medical expense
benefits to the injured. The bill provides for a variety of revenues ta
enable the State to liquidate the estimated $3.0 billion debt of the
JUA. The major points include: a new assessment on
property-casualty insurers; a surtax on automobile insurance
premiums written during 1990 through 1992; dedication of the



current insurance premiums tax attributable to JUA policies to the
Guaranty Fund instead of the General Fund; continuation of the
existing Merit Rating Plan surcharges; additional $100 license fees
for physicians, podiatrists, etc. physical therapists, auto body repair
facilities and attorneys for seven calendar years; and additional
motor vehicle registration fees for six and one-half years, with the
exception of PAAD recipients and certain farm vehicles.

MINORITY STATEMENT
Submitted by Assemblymen Frelinghuysen, Kamin
and Assemblywoman Farragher

There is general agreement that New [ersey's automobile
insurance system needs to be changed, in order to reduce the
excessive cost to motorists. However, this bill is an inadequate
response to the problem, for the following reasons:

There is no ironclad guarantee against the insurance industry
passing through the added taxes, assessments and other costs
imposed by the bill, in the form of increased rates;

There is no real attempt to deal with the fundamental causes of
high insurance costs. Limitations are needed on unnecessary and
frivolous lawsuits, which overburden our legal system;

The mainstay of this legislation is cost shifring rather than cost
savings. Any savings will be largely offset by higher vehicle
registration fees and other increased costs to motorists;

The rising costs of health care and health insurance will be
aggravated by the option to shift medical coverage from automobile
insurance to health insurance. This change may also create a further
drain on the Uncompensated Care Trust Fund;

Low risk drivers will subsidize high risk drivers under this bill.
Within two yearz. 2ge, gender, and residence will be eliminated from
rate-setting criteria. This is in conflict with sound actuarial data;

Senior citizens will not receive rate relief from removal of the
residual market equalization charge (RMEC); they are already
exempt from this charge. Most senior citizens will, in fact, face
increases in their vehicle registration fees. Also, senior citizens on
Medicare will not be able to use the option to shift medical coverage
from automobile insurance to health insurance;

Shifting medical coverage from automobile insurance to health
insurance may leave certain catastrophic costs, including
rehabilitation, unpaid. Health insurance policies do not provide the
same breadth or extent of coverage as automobile insurance, and
only part of this gap may be covered by automobile insurance.

Solving New Jersey's automobile insurance problems requires
careful study and deliberation. This bill has moved too rapidly
through the legislative process for proper consideration of its
implications.
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LEGISLATIVE FISCAL ESTIMATE TO

Assembly, No. |
STATE OF NEW JERSEY

Assembly Bill No. 1 of 1990, with proposed amendments,
changes many aspects of the motor vehicle insurance system in New
Jersey. It requires that the New J}ersey Automobile Full Insurance
Underwriting Association (JUA) stop issuing and renewing automobile
policies as of October 1, 1990. It creates a Market Transition
Facility tc issue and renew automobile insurance policies between
October 1, 1990 and September 30, 1932. An insolvency trustee
would be appointed to manage the JUA. To fund the debt of the
JUA. the bill creates the New Jersev Automobile Insurance Guaranty
Fund. This fund will receive monies from various sources including:
assessments on property-casualty insurers, a surtax on automobile
insurance premiums, increased fees on certain occupations and
professions, and increased registration fees on motor vehicles. The
policy constant and residual market equalization charge (RMEC)
would be eliminated as of April 1, 1991.

Automobile insurers would be required tc insure “googd”
¢rivers in the voluntary market. Other drivers would be written in
the residual market pursuant to the implementation of an automobile
insurance plan. No more than 10 percent of the private passenger
evtomobiles are to be written in the resicual mearket. The recuired
medicel expense benefits coverage would be limited to $250.000 per
person per accident and insurers would be recuired to offer higher
limits. up to unlimited coverage. The Unsatisfied Claim and
Jucdgment Fund will continue to be used to pool losses in excess of
$75.000 up to $230,000. Insureds would also have the option of
makihg their health insurance coverage primary for personal injury.

The bill also introduces measures designed to decrease
fraud and other costs in the svstem, to increase safety and
compliance with certain motor vehicle insurance laws, and to apply

the State's anti-trust law to automobile insurers.
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Some of the proposed changes will have a fiscal impact on
the State and, in some cases. on municipalities. counties and school
boards. Certain changes will result in increased revenues while
others may require increased expenditures.

The following departments and agencies of the Executive
Branch were asked for a fiscal note: the departments of Education,
Health, lInsurance. Law and Public Safety, Public Advocate and
Treasury along with the Divisions of Motor Vehicles and Consumer
Affairs in the Department of Law and Public Safety and the Division
of Taxation and the Office of Management and Budget in the
Treasury Department. They have not vet responded. A few agencies
did respond to informal inquiries from the Office of Legislative
Services (OLS). Therefore, this Legislative Fiscal Estimate has been
prepared by OLS based on analyses of available information and
responses to informal inquiries of executive departments.

Among the bills' many provisions, these which have, or
may have, a fiscal effect are the following:

* Increases in existing and imposition of new fees. imposition of
surtaxes, and dedication of alreadv collected funds for the purpose of
retiring the New Jersey Automobile Full Insurance Underwriting
Association’s (JUA) debt of an estimated $3.0 billion over a six and a
half yvear period of 1990 through 1936. The proposals include the

following:

1] an assessment on the premiums of all property

casualty insurers to be paid into the New Jersey

Automobile Guaranty Fund which in tumn will loan

S$160 million per year to the trustee to help

liguidate the JUA debt: these loans are to be

repaid from the surcharges of the Merit Rating

Plan alter the JU/ debt has been eliminated:

2) a surtax on automobile insurance premiums
(excluding JUA and Market Transition Facility
premiums) written during calendar years 1890
through 1982, at a rate of up to 3 percent, so that
totel revenues from the surtax do not exceecd $300
million over the three vears:

3) continuation of the existing Merit Rating Plan
surcharges. with the funds. collected on or after
October 1. 1991 in excess of the administrative
costs of the Division of Motor Vehicles. going to

Lelp defray the JUA debt;

ts




4) pa)';nent of an annual fee of $100 for the vears
1990 through 1996 by physicians, podiatrists,
chiropractors, physical therapists, auto body repair
facilities and attorneys, with at least one year of
practice, with the monies going to the New Jersey
Automobile Insurance Guaranty Fund, and

5) imposition of additional registration fees for six
and one-half years of §75 for commercial vehicles,
$50 for non-commercial trucks used as passenger
vehicles, $15 or $40 for non-commercial vehicles,
depending on age of the vehicle,. and $15 for
motorcycles.

s Administrative costs to collect the new fees and surtaxes and to

implement new programs to locate and penalize uninsured drivers
and reduce fraud and otker costs to the automobile insurance system

including: i ‘
1) a {)i*ogram. administered by the Department of
Insurance, under which wvehicles are to be
inspected, either by- photograph or otherwise,
prior to the issuance of automobile physical
damage insurance coverage;
2) a cancellation-notification program to be
administered by the Division of Motor Vehicles
providing for the suspeasion of motor vehicle
registrations, the surrender of registration plates
and ultimately driver's licenses, when insurance
has been cancelled. -
e Changes in the medical expense benefits to persons iniured in
automobile accidents. The present provision for unlimited medical
expense benefits woulﬂ be eliminated. After Januvary 1, 1981,
meancatory benelits would be capped at $250.000. although insurecs
mey elect coverage in excess of $250,000 with a resulting increase in
premiums. As an alternztive. the bill provides that insureds have the

option. as of ]?nuary 1. 1881, to make their health insurance
coverage or other health benefits primary for automobile related
injuries. These cﬁanges of capping medical benefits at $250.000 and
providing the option to permit insurecs to heve their health insurance
coverage be primary might result in shifting costs from automobile
insurance to health insurance with ramifications for some public
emplovers in :ézthe State, the Department of Health's

& -3-
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uncompensated care program for the State's hospitals, and the
State's Medicaid program in the Department of Human Services.

INCREASED AND DEDICATED REVENUES

The bill provides for a variety of revenues to enable the
State to liquidate the estimated $3.0 billion debt of the Joint
Underwriting Association {JUA) over the period 1330 to 1996.

First. assessments on property-casualty insurers {Section

74 of the bill. The bill establishes a new assessment on
property-casualty insurers in amounts necessary to loan $160 million
per calendar year, for seven years, beginning in 1990 and continuing

through 19287, for a total of §1.120 billion. The assessments will be

paid into the New Jersey Property - Liability Guaranty Association
which will loan the monies to the Cuaranty Fund. About half of the
assessment will fall on non-automobile lines of insurance, not
including workers compensation, life and health insurers. In 1988,
the total premiums were $3.8 billion; thus, to generate $160 million
in revenue would have required an assessment rate of 2.75 percent.
Assuming that total premiums increase due to inflation and new
construction, among other factors, the assessment rate would decline
slightly each year while the total raised would remain $160 million
under the terms of the bill. After the JUA.debt is eliminated, the
loan of this $1.120 billion will be repaid to the association from the
Merit Rating Plan surcharges which will continue to be imposed.
Second. sutomobile insurance premium surtax (Sections
76 thréugh 79 of the bill). The bill imposes a surtax on automobile
insurance premiums (excluding JUA and Market Transition Facility
insurance premiums) written curing calendar years 1990 through
1992, with the proceeds to be paid to the New Jersey Automobile
Insurance Cuaranty Fund, The rate of this surtax is set at 3 percent,

but the Director of the Division of Taxation. in consultation with the
Commissioner of Insurance. is authorized to adjust the tax rate so
that toial revenues over the three vears do not exceed $S300 million.
In addition. the bill provices thet current’ premjum taxes on the
premiums of JUA policies and policies of the proposed Market
Transition Facility be paid to the New Jersey Automobile Guaranty
Fund, rather than the General Fund,

The surtax is structured so that it will generate $300
million in revenues to the ¢cesial fund over three years; because of
the director's rate adjustment authority, and uncertainties about
cevelopmenis in the insurance market which will prompt these
adjustments, it is not known how much revenue w'ii be received each

vear.
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Third. current prerﬁium tax (Section 73 of the bill),

Revenues attributable to current premium taxes on the premiums of

JUA policies are estimated at approximately $4 million for FY 1990; -

under the bill, these revenues will be dedicated to and deposited in
“the Guaranty Fund instead of the State's Ceneral Fund. Under the
current law's JUA depopulation program. JUA premiums and
premium tax revenues would decline over several years; under this
bill, the JUA will write no new policies after October 1, 1990. In
both cases, the voluntary market will absorb the insureds shifted out
of the JUA. Therefore, there will be declining General Fund revenue
losses from this provision in Fiscal Years 1991 and FY 1992 which
will be partially offset by increased General Fund revenues from
voluntary market pr'ernium taxes. In FY 1993 and thereafter, there
will be no General Fund reveaue loss. In terms of net revenues to
the Guaranty Fund, this dedication should generate a total of
approximately $3 million in Fiscal Years 1991 and 1992.

Fourth, continuation of the existing Merit Rating Plan

surcharges under the new assigned-risk plan (Section 35 of the billl.
The bill provides that the Division of Motor Vehicles may retain up
to 15 percent of the funds it collects from motor vehicle violation

surcharges and shall remit the remainder to the Guaranty Fund to
defray the JUA debt. In FY 1991, an estimated $112.4 million in
surcharges will be collected after refunds. Therefore. $95.6 million
would be provided for the Cuaranty Fund an2 up to $1€.8 million to
DMV  for administrative purposes (S11.2 million for surcharge
revenue  collection and $5.6 for the cancellation notification
system). DMV is estimating an increase in surcharge revenue of 10
percent between FY 1930 and 1991, Whether this rate of increase
will continue in future yvears in questionable. Nevertheless, assuming
an 8 percent growth rate in receipts, OLS estimates the following
amounts that would be provided to the JUA and retained by
DMV {or administrative purposes: ‘

FY ' Net Receipts .. JUA .~ DMV~
1081 $112.4 ~ii'ai . §95.6 o $16.8
1962 1258 11068 0 18.9
1983 135.9 S115.5 02044
1994 » "146.7 1247 5 230
1993 158.5 134.7 . 23.8
1956 A 1711 145.4 - 25.7
1997 184.8 157.1 27,7
Total §1.035.2 §879.9 §155.3

* 15 percent of net receipts:




Fifth, the gavme;ﬂ of 5100 ‘annual fees by phvsicians and

podiatrists. chiropractors. phvsical therapists, auto bodv repair

facilities and attormevs for seven calendar vears of 1990 through
1996 (Sections 63 through 67). These fees are to be paid to the
respective licensing boards™in the Department of Law and Public

Safety, Division of Consumer Affairs, and the Department of the
Treasury and remined to the New Jersey Automobile Insurance
Cuaranty Fund. The OLS estimates that approximately $66.2 million
will be generated over the ceven years, as follows:

. . [SMillion) ‘
©1g90 1981 1992
S 18t Yr 2nd V'r. : 3rd Yr.
Physicians §3.5 . $3.8 §4.0
Chiropractors 3 T 3
Physical Therapists 5 .5 5
Auto Body Repairs 2 2 2
Attorneys 22 3.4 2.2
Total e 87,7 $8.2 $8.7
1883 . . 1994 0 1993
_ % 4th¥r - 5thYr, ° 6thYr.
Physicians $4.3 . S4.8 ’ $4.9
Chiropractors CEL g .8 4
Physical Therapists 6 - .6 7
Auto Body Repairs 2 .2 2
Attomneys 249 42 4.3
Total B $9.4 $10.0 $10.7
1886
7th Y'r. Total
Physicians $3.3 $30.4
Chiropractors .5 2.6
Physical Therapists o 51
Auto Bocy Rerpairs 2 1.4
~Altomeys 28 27
Total §11.3 $66.2

Sixth. imbposition of addit'ior"a}a‘ln i‘égist.‘étién fees for six and
ong-half vears (Section 68). The bill would increase the registration
fees paid by motorists, The increased fees would be imposed from
July 1, 1890 through December 31, 1995. To accomplish the various
proposed fee changes, the bill requires a significant reorientation of

the way in which New Jersey presently registers and operates the
motor vehicles registration s*stem. shifting from a passenger and
nonpassenger format to a commercial and non-commercial use based

format,
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o Commercial Registrations. The fee increase for commercial

vehicles would be $75 levied at the time of a first registration or

upon each annual renewal that occurs during the period July 1. 1990

to December 31, 1996. OLS estimates that this increase would
produce $28.8 million of additional revenue during the first full 12
months of operation. It is estimated that 385,000 commercial motor
vehicles would pay the fee.

» Non-commercial Registrations.‘ For the fee increase proposal

affecting approximately 5.4 million vehicles, two large groups of
non-commercial motor vehicles would be created based on model
vears. One group fwou]d be all ‘vehicles designated by the
manulacturers as mode! years 1988 and earlier and the fee would be

' $15. The second grouping would be model years 1989 and forward

and the fee would be $30 until the vehicle is three years old, when
the fee would drop to $15." Also, additional registration fees would
be imposed on motorcycles and on private passenger non-commercial
trucks at $15 and §50, respectively. These additional registration
fees will not be imposed on registrations for which no fee is
presently collected or on registrations of persons who are eligible
for pharmaceutical assistance for the aged and disabled (PAAD).

OLS estimates the proposed non-commercial fee increase
would produce §115.2 million in the first twelve months it is actually
collected. The estimate is qualified because there is no way of
knowing at this time how soon the Division of Motor Vehicles could
reprogram xts computer svstems to implement the proposed increases
or the number of months the State could count in the fiscal vear
startmg July 1, 1990.° S

. Altogether, OLS estxmates that the proposed registration fee
increases for both commercial and non-commercial vehicles would

produce a total of S‘J“ mx.hon of gross revenue in the first full 12
months of operat:on It is expected ho“e\e. that the net revenue
gzin would be less in ghe fxrst vear Gue to the added operational costs
above current levels to revise the computer systems to accommodate
the proposed modification. Revenues in future years will depend in
part on c“arges in the number of commercial and non-commercial
regist rations which is influenced by economic conditions in the State.

For the six and one-half vears lHat these additional
registration fees would be xmposed OLS estimates that they will
generate $935 million. .

SUMMARY OF ESTIMATED RE\’E\UES
OLS estimates that the proposed surcharges and fees would

generate the following revenues during the period 1990-1997:
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Revenue Source S (SMillion)

s Assessments on Propertly -Casualty lnsurers ' $1.120
(1990-1892) il SR ‘ .

s Automobile Premium Surtax [1990 199") . 300

¢ JUA Premium Tax (1990-1992) . -~ ‘ K|

o Merit Rating Plan Surcharges (1991-1997) . 880

® S100 Fees on Occupalions & Professions : 66
{1990-1996)

® Registration Fces (1990-1996) 933

Total (1990-1997) $3.304

ADMINISTRATIVE COSTS

The bill increases ~the “administrative responsibilities of the
Department of Insurance and the agencies responsible for collecting
proposed [ees and taxes. _

Department of Insurance. Among its more significant provisions,

the bill requires the Commissioner of Insurance to: (a) appoint an
insolvency trustee for the JUA: (b) set forth a plan of operation that
will be administered by the trustee; (c) promulgate a schedule of
automobile insurance eligibility points that would assess a point
valuation to driving experience related violations: (d) establish an
assigned risk plan in which drivers who cannot secure automobile
insurance in the voluntary market may secure that coverage under the
plan; (e) require that insurers make known the rights and obligations
of insured and insurers; (f) provide a copy of any filing made under the
flex-rate statute to the Public Advocate, who may in turn challenge
any rate change: {g) hear any rate change challenge and render a final
determination on szid challenge; (h) review the financial status of
certain insurers for the purpose of cetermining the feasibility of
enforcing certain requirements placed upon them regarding insuring
"good crivers:” (i) facilitate the shift of orone's who do JUA business
into the voluntary market by creating a orocucer assignment plan and
ericouraging these brokers to e\oand 1He1r au.hon xes. (;) introduce
measures to decrease fraud and o‘ner cos s n ne sxs.e'n ‘and increase
safety and compliance with >c‘e mn motor \emc e insurance laws: (%)
study the feasibility of commumg ‘the current sxstem of mandatory
motor vehicle insurance coverage. (I) promulgate towing and storage
fee schedules on a regional basis for rexmbursement of towing charges
and storage charges for automobiles that are damaged in accidents ot
recovered after being stolen. and (m) create a Market Transition
Facility (MFT). which is to be operated by the commissioner, and an
advisory board for the [facility, The MTF will act as
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a temporary insurance market for those insureds in the JUA who
cannot be irmmediately placed in the voluntary market. It would
~arrange for the issuance and renewal of automobile insurance
: policies beginning October 1, 1930 and ending September 30, 1992.
) - At the end of those two vears, it will cease to funclion and all
automobile insureds wil] be placed into either the voluntary market,
~which would consist of the standard and non-standard plans. or the
v - assigned-risk plan. e s '
: o . The preliminary informal estimate by the Department of
. Insurance of the costs of implementing the bill before it was
amended was §1,529.000 representing: $1,079,000 in salaries for 39
positions, the majority of vwhich.woulld be involved with actuarial

- services, and approximately §350.000 to update the computer system

* 10 handle the new and increased workload. There was no estimate

for space, furniture, supplies and fringe benefits. As noted. these

~ are preliminary cost estimates which the department is reviewing.

This bill would require the department to perform several new

functions that it does not currently perform, and. thus. it is difficult

~ to estimate the costs that will result when the provisions are fully
implemented. ‘

The bill also increases the premium tax currently imposed on all

"insurers and dedicates the revenues from this increase to the

. " department for payment of administrative expenses. The general 2

percent tax is increased By the imposition of an additional 0.1

‘.I‘: percent tax: the 1 percent tax on group accident and health policies

is increased by the imposition of an‘ao‘ditivonal 0.05 percent tax. and

;o ‘the 3 percent tax on marine insurance is increased by the imposition

' f - of an édd_itidr?al 0.25 percent tax‘.'vC‘)LS estimates that. based on FY
;" 1090 da‘fa.ﬁt»he fractional @néfea'ses in the current insurance premium
n taxes will generate approximately $7.0 million for the department's.

% eéministrative costs in FY 1981, .

o OLS is"dhable‘ to reach a conclusion on the acecuacy of the

. proposed 57.0 million ‘to cover the department's increased
- administrative costs zbsent more information from the depariment.
Division of Motor Viehicles [DVYV). Denastment of Law zné Pubdlig

- Szfety. The bill gives the division two zdcitiomal responsibilities.
‘The first is a cancellation notification program. Motor vehicle
insurers are réqdired to notify DMV within 30 days of a cancellation
of a motor vehicle liability insurance policy. DMV would then notify
the policyvholder that, unless proof of insurance is filed within 30
days, sanctions and  penalties may  apply. including
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; purposes ‘would be increased.

suspension of the vehicle's registration, fines and suspension of the

reg:snam s dnver s - license. . The ‘second new responsibility is
adnnmstermg the reg»slrahon fee increase for commercial and
non-comnmercial vehxc)es. for the latter. there are different fees
depending on the age and type of vehicie. -

" For the cancellation notification program, the bill provides that
DMV receive the lesser of 5 percent of motor vehicle violation
surcharges collected or the actual cost of administering the

cancellation notification system. Based on an estimated $112.4

o million in sufcharges collected in FY 1931, DMV would receive up to
:"_. $3.6 million for the cancellation notification system. However, this

fundiog":g‘ppears to be duplicative. DMV already receives funds to

enforce~the compulson' molor’vehicle insurance Jaws under
”".-',‘_'(,39 £B-1 et’ seq. In FY 1990, DMV received a $1 million

ppropnatnon and a S1 mxlhon reapproprxahon. The program also
receives approprxated receipts from uninsured motorist fines and
penalties. "As of January 31, 1990, this program had spent none of its

- 82 million appropriation. . These funds could be used to implement

. the cancellation “notificatiori' program. Although DMV has not
".‘pro'vided an estimate of implementation costs. OLS believes that the
. funds presemlv appropriated would be sufficient to offset all or part
“of DMV s cost to implement this program. To the extent this cost is
'offset from emstmg resources. ‘revenuves for JL A debt payment

ho“ever. the amount collected from ‘uninsured motorist fines and

' penalnes wxl] be reduced in FY 1981 2s a result of the amnesty

penoc p'ouoed. in Section 4¢. from October 1. 1990 through January

31,1021, 10 first time offenders who produce at the time of triel

proof of motor vehiele 'irsu'ance‘ This provision couid reduce the

‘estimat ed revenue {rom wninsured motorist fines and peralties for

F\ Z’:'E'; rom S2 1 million to Sl.q mn.xom i

The increase in'motor vehicle reg istration fees 2lso ch rges the
bases on “which “{he State im 1poses 'eg istretion fees. The present

: 5\s:em o stmgu.s'oes be’\\een passe g er anc non-passenger vehicles

ee S'\T‘JC'.‘.:"ES but with variztions

The proooseo changes 1o the

sxstem seek to ;d ist ngu ish cIearlv'v" tween - commercial and
: ‘.""4 L v

nor- commercxal regxstretxons.. A'so. the proposed program seeks 1o
~ 1mpose a hxgher fee on new non-commercizl vehicles based on age.

These changes in’ the bases on which registration fees are caiculated
will add to DMV operational costs to revise its computer systems to

~10~-




... for the costs of reprogrammmg

 licensing fees)

accommodate the modificaliéh' p'ré)pdsed. The number of changes
needed is not clear nour is the cost per ch.ange.. but it is noted that the
division estimated, in a fiscal note to Assenbly Bill No. 983 of 1988,
that the cost of reprogramming .its computer systems 1o
introduceonly two factors. age ind disability, into the registration
system was $130.000. The Office of Telecommunications and
Information Systems (OTIS) in the .Deparlment of the Treasury
concurred with that estimate, However, OTIS statcs that the more
complicated reprogramming required by this bill could cost several
times this amount, This would be a one-time cost. [f this estimate
by the division and OTIS is reasonable, OLS estimates that the
one-time cost related lo the proposed motor vehicle fee increase
might be a few million dollars. No funds are appropriated to DMV

Other | duties". assoc:aied ~with | intreasihg motor vehicle
regxstrauon fees are prmtmg and distribution of DMV's "Motorist

" Guide™ and other flyers notxfymg the public of the changes.

responding to inquiries regarding the changes either through the mail
or on the DMV's toll-free telephone line. and possible additional
maintenance of the computer system, DMV will also be responsible
for collecting the $100 fee from auto body repair shops. DMV should
be able to absorb the costs of these duties in its regular budget. OLS
notes that the auto'body licensing program receives appropriated
receipts from civil penalties which could be used to cover the
acdditional cost of collecting the $100 annual fee.

Division of Consumer Affairs. Department of Law and Public
Sefetv. OLS -estimetes that .the f)"st vear costs to the various

licensing boards in the d:\'sxon "or collectmg the $100 annual fee
wouic be: ‘v{ecxcal r.xarr.ne's - 522 492 Chxropractors - $1.811. and
Physical The'ap s s - 82, ‘OLS notes tHat these costs would have -

no impact, on \he Generel  Find bace: 'seh:ne boards operate using

£ ¢ .. Y g . .
Division of Rate Counsel. Deosartinent of ne P'b‘:c -‘mxoca e.

Uncer current law, the . D'\'sxon of. Ra.e Coursel ma\ represent

insurance corsu'ﬁe-s :'1‘ a c".a’?a'xge to a3 insurance rate change
oroposec by an msuran"e ca"xe' AS p'onoed in C 17:€2A-14. the
insurer must bezr the costs o. such a hearing,  Since all costs
incurred by the Rate Cowsel are reimbursed. this function imposes
virtually no additional cost to the State. The bill. as amended.
provices that, the Rate Counsel could alsb" challenge a rate
implemented by an insurer accordmg {o the pronsxms of the bill.
However, it only provides for reimbursement by the insurer in the

-11-




event that the Commissioner of Insurance reduces or rescinds a rate
change as a result of a challenge by the Rate Counsel. Thus, if a
challenge proves unsuccessful, ie., the rale change request is
. granted, the State will be required to pay for all custs incurred by
. the Rate Counsel. Since it is impossible to predict the success rate
* of challenges to rate change proposals pﬁrsu:m\ to the provisions of
this bill, it is also not possible to estimate the additional cost to the
- State, R PP . . '

Depdrtment nf thvl Trpdcur\ " The bil).. as amendoed, provides

. that the proposed attorney fee of $100 be collected by the
- Department of the Treasury, Currently, the Clients’ Security Fund
" in the Administrative Office of the Courts (AQC) collects fees from
attorneys. The AOC's FY 1980 budget request reveals that the
expenses of the Clients® Sccuntv Fund totaled $411.000 in FY 1989.
. Absent further information from the AOC on the costs of the billing

operation, it can only ':b‘e “concluded that Treasury's cost of
“administering the bill's requirements should be a subset of
‘total expenditures of the Clients’ Security Fund in FY 1929,

" COST SHIFTS TO THE STATE AND OTHER GOVERNMENTS

Registration Fees. Although buses owned by school districts are
- not subject to school bus registration fees. buses operated by private
" contractors will be subject to the increased S$T3 per vehicle

registration fee, It is estimated that there are approximately 8.700
~school buses. bo’th_‘T}'p.e I and Type I, being operated by private
con::actors.ﬁi’!‘heir total cost will be $632.500." It is expected that
“'t‘.ese. costs w\'vill be’passed through to the school districts. OLS
A_’“es:"‘"‘es k..a' the acditiornal amounts to be raised by local property
“ taxes will be es follows: FY 1931 - $652.500: FY 1982 5630.968: and
- “:993 '.S .7:8. '}ATr:,se amounts decrease as"the State &id for
sporiation “"'s p‘.ased in retrcactivelv.” The estimated

ses in S\ae -kxd fo" Sbhool Tr a:*sporxa::ow is 2s follows: FY
'SO: FY"ISS-Z - S". 5 3 and F\ 1983 - §50¢.78

. o a

Health  Insuranze Benefits. The bill's provisions for cepping

'rﬁedical enefits at 5250.000 an d pAonc ing the insured with an option
to have their health '*svence coxerage become primary for cosis
related to vehicle accidents mxgm result in shifting some costs {rom
automobile insurance to health insurance. This. in turn. might
increase the health insurance.tosts of some New Jersey public
- emplovers. or, if the costs are not paid by the emplovers. they will
be pzid by the individual emplovees,

The State is sell-insured and in FY 1990 is spending an




estimated $296.5 million for health bencefits for its employees. The
State's contracts with its univnized employees do not provide for the

employee opting 10 have hf‘d“h insurance coverage be primary for

private automobile injuries. :’} R . o
The other pul)hc vmplmcrs in .\ew Jursey  will s]wnd the
'{oll(mmg estimated amounts in 1993 for health benefits for their

emplovees: : e
} :‘[SMimon]
Counties: - ‘_” e L s
Municipalities =~ - = 332.3
School Districts ‘ 565.9
Total $1,109.8

These estimates are based on 1987 data adjusted for subsequent

‘increases in health benefits costs which, for the State, have been
_increasing at 29 percent annualiy for the last three years.

The bill reduces medical 'eﬁ'pense‘beneﬁt coverage under
no-fault personal injury protection coverage [rom an unlimited
amount to $230.000 per person per accident and provides that
insureds may opt for coverage in excess of $§250.000. The bill also
provides insureds with the option to have health insurance as the
primary carrier for automobile related injuries. The above changes
and options are apo‘xCable on polxcxes xscued or renewed on or after
January 1, 1001, S

Of the 367 municipali nes 283 'a.;zicipate in the State Health

" Benefits Plan [SHBP) 25 co & of the

" and counties in SHBP. a se.-;-ms.::ance‘pian.' would not be affected
by the bill uniess the SHEIBP provisions were to be changed to permit
employees to have their he erefits pay for automobile related

injuries.

OLS estimat tes that giving insurecs the oa"on 0 oas'c—aw their
hezlin insurance coverzge as their primary carrier in regard to
mecical expenses w‘.c'er':ne‘ no-fault per rsonal injury' protection
coverzge ‘could resuit i.ﬁ acc.".'o -2l -costs to those municipal and
county governments. which do not 'r“ar:icipaze the Siste Hezith
Benefits Plan. and 1o school disiricts. However. information is not
availabie at this time to estimate such additional costs.
¢ Department of Health. Uncompensated Care Trust Fund. \What

impact the bill may have on hosnnal costs is not known. as data are
not routinely publxshed regardm “the number of hospital admissions
due to automobile accidents or their associated costs. Similariy. the

> 21 counties.. The musicipalities .




It is unlikely that the bill wbuld have ‘a srgmfncant xmpact on.
“hospital finances or the Uncompensated Care Trust Fund as the usual

. cost of xnpanent hospxtal admlsmons resullmg from ‘automobile .
accidents should be less than . lhe s oo 000" cap mcluded m thev"i{_f
_legislation. If mpanent hospnlal cosls ‘exceed the SZaO 000 cap per’ )

‘ adrmssxon. there may be an mcrease m uncompensaled care. but dataz"f} L

_are not available on this pomt

" greater xmpacl on post hospxtal care for automobxle accxdents in-
nursing homes or rehabilitation’ hospnals. ‘but the Deparlment of,.'-"
’ Health is not mvolved in fmancmg or reg'ulatmg such costs) s

Thxs Iegxslanve ﬁscal estxmate has been produced by lhe Offxce
of Legxslatxvc Semces due lo the faxlure of the Execut:ve Branch to

/M@Qz L
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Remarks of Governor Jim Florio
Joint Session of the Legislature
Re: Car Insurance
Trenton, New Jersey
Monday, January 22, 1990

Mr ., Speakep, Mr. President, members of the State
Legislature, I want to thank yvou for agreeing to convening this
Joint session to hear my proposals for solving a problem that
has plagued the people of New Jersey. for too long.

I believe that you and I are going to have a productive
four years together. We want the same things, and your
willingness to meet so soon today tells me you are as eager as I
am to get to work.

Everyone in New Jersey knows what our first order of

business has to be -~ car insurance. I was in New York over the
weekend taping a television program. And it was interesting --
so characteristic -- two members of the studio crew came over to

me, said that they live in New Jersey, and they provided me with
the latest of the horror stories that I was able to add to the
growing volume of legitimate complaints that people have.

Car insurance is a problem across the country. It's a
problem in other states, too. But New Jersey drivers pay the
highest rates of any state in the entire nation. So we should
be in the vanguard of tackling this challenge. That's the kind
of leadership that the people of New Jersey expect from their
government. And that's the kind we're going to give to them.

People want representation from their government that
represents the interests of the people -- not special
interests. By solving this problem, as we're going to do, we
not only bring down insurance rates ~- but we will help to bring
back the people's faith in those who serve them.

Our car insurance system is a disgrace. It costs drivers
too much. It's too generous to the industry. 1It's unfair. To
borrow a word used to describe a car wrecked bevond repair, our
system of car insurance is "totaled." And we may as well start

anew.

We're going to deal with first things first. And we're
going to put the automobile insurance system in New Jersey where
it belongs -- on the junk heap -- and start fresh.

I promised in my campaign to bring down this unfair tax on
New Jersey drivers. We're going to give good drivers their
due. And we're committed to do that. We're going to make sure
that New Jersey drivers don't pay more just because they happen
to be unmarried, and they don't pay more because they happen to
be male or female, old or young. None of those things have
anything to do with rationality. :



In short, we're going to bring this system under control so
that people think it's fair. And it will be fair.

Today I take the first formal step to make good on my
promise.

I am not coming today with anything that is radical. We're
not talking about radical proposals. I'm offering to you the
best ideas that have been tried and tested in other states, and
in other places around this nation. what I've done 1is to
combine them all into a comprehensive, rational plan that is
coherent.

I'm not going to spend a lot of time, because it's not
productive, talking about how we got to this- point. I'm not
going to be spending time assigning blame. As far as I'm
concerned the chief enemy today is time. Our system, if allowed
to continue, Jjust doesn't stay as bad as it's been -- it get
worse. .

Just last week the insurance department informed me that
New Jersey drivers face another increase in their already
obscenely high rates, Jjust to keep the Joint Underwriters
Association afloat.

We can't let that happen.

My plan starts by keeping a simple promise I made through
the course of this last year: the JUA should be, and will be,

DOA.

Insurance companies have labeled up to 53 percent of New
Jersey drivers as "bad drivers"™ and thrown them into the JUA,
the bad driver fund. You and I know that half the drivers of

our state should not be so categorized.

Last year those companies were audited. The state found
the companies owed New Jersey drivers $900 million, Jjust short
of a billion dollars. We will pursue that audit and we will go
about the effort of recovering every penny that is owed one way

or another.

Under my plan, the JUA will write no more policies after
October 1lst of this year. surcharges will end within a year
of enactment. The average policy will cost at least $225 less.

Ladies and gentlemen, it's time to start telling the truth
about the JUVUA. The JUA is more than $3 billion in debt. It's
bankrupt, and we ought to treat it that way.

Bloomingdale's is a model of fiscal restraint compared to
the JUA. Under my plan, a trustee will be appointed and will

liquidate the bankrupt JUA as it should be.



The JUA deficit will be paid off, and those who prospered
the most will pay pack the most. The insurance companies will
be assessed at least $1.4 billion. Doctors, lawyers, body shops
-= they'll all pay too.

The second part of my plan is again something that is long

overdue -- a "good driver guarantee." Good drivers will not be
turned down for coverage by insurance companies in the arbitrary
ways they have been in the past. How will we define a good

driver? Well, how about a little bit of good common sense.

When rates are set for drivers, the questions they'll have
to answer will be: What's your accident record? How many miles
do you drive a year? What kind of car do you own? Not Jjust
where do you 1live; not just how old are you; are you married,
are you single? Are you a male or female? We're going to have
relevant considerations taken into account.

Third, there will be a place for bad drivers. Not everyone
is a good driver and those who are not will be treated
differently. That's fair, and that's what every other state in
the Union does. But no more than 10 percent of New Jersey
drivers will be allowed to be put into a bad driver system. And
the new system won't look anything like the JUA. For one thing,
insurance companies will be responsible for paying the claims
against those drivers as they are in every other one of the 49

states.

For another thing, drivers won't have to be stuck forever
in this high-risk group. wWwhen they clean up their records they
can get out -- giving them strong financial incentives to be

“"better, safer drivers. That incentive is clearly lacking in our

current, crazy system.

Fourth, the insurance companies' exemption from anti-trust
laws will end. No more price fixing. The companies will Jjoin
the world of free enterprise and compete like everyone else does

in business.

Fifth, drivers will be for the first time able to have the
opportunity to get their choice of letting their health
insurance policies cover them in car accidents. If you pay for
health insurance anyway, why pay twice? Again this is the norm
almost everywhere else. It saved drivers money in other states
because health 1insurers have lower expenses than car insurers.
They are more efflcient. The drivers of the state .should have
the benefits of that efficiency.

My plan offers fairness that will spread through the system
like the ripples on a pond. No 1longer will drivers of economy
cars subsidize, as they currently do, the insurance of those who
want to spend $35,000 for what they drive. No longer will good
drivers who happen to 1live in certain communities be denied
affordable coverage just because of where it is that they live.



Now, ladies and gentlemen, I'm not going to pretend to you
that these changes are going to be made easily. Those who have
benefitted from New dJersey's car insurance boondoggle are not
particularly eager for change. They may not realize right away
that these changes really are in their interest, too.

But you, members of the Legislature, who represent the
people of New Jersey, you'll be called upon to be courageous.
The special interests will converge undoubtedly, perhaps even
now, on Trenton to try to convince you this plan is a bad idea,
because they like their piece of the status quo. I urge you, as
I know you do, to always keep in mind that it is the people's
interests we are here to protect.

And by the way, I'm not telling you anything I haven't said
to the faces of the insurance executives and the representatives
of all of the other special interests who have been benefitting
off of our system. I made it clear that if they stand in the
way of the people's will, they'll lose. The people have had it
too bad for too long. And they want, no, they demand, change.
And if I have anything to say about it they're going to get it.

_ Ladies and gentlemen, let me conclude. Because through the
course of this process we will take into account all dimensions
of the problem. I know that this Legislature is intellectually
committed ¢to having full discussions and deliberations about
each and every aspect of this proposal. And I Just want to
leave you with my firm belief and share with you my
philosophical commitment to the proposition that we all are
interested in having a healthy industry but we're also
interested in fairness to New Jersey's drivers.

I'm not against fair profits and healthy competition. But
I don't want to allow in this state, as I knhow you don't, an
organized ripoff of the drivers of New Jersey.

Car insurance should not be an issue of class. Everyone
has to have car insurance and everyone should be able to afford
it. That's certainly not the case now. Cars are an essential
part of life. Let's face it, Americans have a love affair with
their automobiles and it's no different in New Jersey than

anyplace else.

one of our distinguished citizens here in New Jersey, Bruce
Springsteen has got a song, "Thunder Road," for those of you who
happen to be fans, in which he talks about "rolling down the
window and letting the wind roll back your hair." I'1l always
remember my first automobile. I was 17, I was in the Navy and I
bought a 1949 Ford for $¢300. It was a great feeling. I was on
top of the world ~- I owned the world.

Today people of New Jersey are paying more than three times
that Just for insurance much 1less the car. The cost of
insurance has turned the joy of owning a car into a heartache.



And that's why I have asked the Legislature to introduce a
bill this Thursday that will reflect my proposals. Study my
plan. Consider it. And deliberate.

But let me remind you that time is of the essence. We have
a commitment to the drivers of New Jersey. It's a commitment to
fairness; a commitment to keeping promises. A commitment to
working together. I'm confident that we're going to keep all of
those commitments.

Thank you very much.
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