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insurance specified in the cp.itificat~ of authority, only after. the 
2 submission of a plan which prnvides for an orderly withdrawal 
3 from the markel and a minimization of the impact of the 
4 surrender or discontinuance on the public generally and on the 

company' s policyholders in this State. The plan shall be approved 
6 by the commissioner before the withdrawal or discontinuance 
7 takes effect. In reviewing a plan. for withdrawal under this 
6 section, the commissioner shall consider, and may require as a 
9 condition of approvaL whether some or all other certificates of 

authority issued pursuant to chapter 11 or 32 of Title 11 of the 
1 1 Revised Statutes held by the company or by other companies in 
12 the same holding r:ompany as the company submitting the plan 
13 should be surrenr;ered. The certificate of authority of the 
14 company shall be deemed to continue in effect until the 

provisions of the approved plan have been carried' out. The 
16 provisions of this section shall apply to any request for 
17 withdrawal, ~"'urrender or discontinuance filed on or after January 
18 25. 1990. 
19 13. Section 34 of P.L.1983, c.65 (C.l1:30E-22) jg amended to 

read as follows: 
21 "34. Taxes required to be paid pursuant to P.L.1945. c.132 
22 (C.54:18A-l et seq.) on premimns earned by the association ~ 

23 after the effective date of P.L. • c. (C. J(now pending in 
24 the Legislature as this bill) shall be paid by the association to the 

[Director of the Division' of Taxation] State Treasurer and shall 
26 be credited to the New Iersey Automobile Insurance Guarantl 
21 Fund created by section 23 of P.L. , c~ ~ (C. )(oow pending 
28 in the Legislature as this bill). 
29 (d: P.L.1983, c.65, s.34) 

14. Section 8 of P.L.1974, c.l1 (C.l1:30A-8) is amended to 
31 read as follows: 
32 8. a. The associationshall: 
33 (1) Be obligated to the extent of the covered claims against an 
34 insolvent insurer incurred, in the case of private passenger 

automobile insurance, prior to or after the detennihation of 
36 ilLOlOlvency, but before the polley expiration date or the date upon 
31 which the insured replaces the policy or causes its canceUation, 
38 or in the case of insurance other than private passenger 
39 automobile insurance, covered claims against such" insdlvent 

insurer incurred prior to or 90 days after the determination of 
41 insolvency, or before the policy expiration date if less than 90 
42 days after said detennination. or before the insured replaces the 
43 policy or causes its cancellation, if he does so within 90 days of 
44 the detennination. but such· obligation shall include only that 

amoWlt of each covered claim which is "less than $300,000.00 and 
46 subject to any applicable deductible contained in the policy, 
47 except that the $300,000.00 limitation shall not8pply to a 
48 covered claim arising out of insurance coverage mandated by 
49 section 4 of P.L.1912, c.10 (C.39:6A-4). In the case of benefits 
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1 payable under subsection a. of section 4 of P.L.1972. c.70 

2 (C.39:6A-4), \he associabon shall be liable for payment of 
3 benefits 1[, under policies issued or renewed prior to January 1, 

4 1991,]1 in an amount not to exceed $75,000.00. Benefits paid in 
5 eJ.:cess of such amount l[under policies issued or renewed prio. to 
6 lanuary 1, 1991]1 shall be recoverable by the association from 
7 the Unsatisfied Claim and Judgment FWld pursuant to the 
8 provisions of section 2 of P.L.1977, c.3'l.0 (C.39:6-73.1). In no 
9 event shall the association be obligated to a policyholder or 

10 claimant in an amoWlt in excess of the limits of liability stated in 
11 the policy of the inSolvent insurer from which the claim arises; 
12 (2) Be deemed the insurer to the extent of its obligation ori the 
13 covered claims and to such extent shall have all rights, duties, 
14 and obligations of the insolvent insurer as if the insurer had not 
15 become insolvent; 
16 (3) Assess member insurers in am01mts necessary to pay: 
17 (a) The obligation ot the association under paragraph a. (1) of 
18 this section; 
19 (b) The expenses of handling covered claims; 
20 (c) The cost of examinations Wlder section 13; and . 
21 (d) Other expenses authorized by this act, excluding expenses 
22 incurred by the association pursuant to paragraphs (9) and (10) of 
23 this subsection. 
24 The assessments of each member insurer shall be in the 
25 proportion that the net direct written premiums of the m~mber 

26 insurer for the calendar year preceding the assessment bears to 
27 the net direct written premiums of all member insurers for the 
28 calendar year preceding the assessment. 
29 Each member insurer shall be notified of the assessmbnt not 
30 later than 30 days before it is due. No member insurer may be 
31 assessed pJll'Suant to paragraph (3) of this subSection in any year 
32 in an amount greater than 2% of that member insurer's net 
33 direct written premiums for the. calendar year preceding the 
34 assessment. 
35 The association may, subject to the approval of the 
36 commissioner, exempt, abate or defer, in whole or in Iocut the 
37 assessment of any member insurer, if the assessment would cause 
38 the member insurer's financial statement to reflect amounts of 
39 capital or surplus less than the minimum amounts required for a 
40 certificate of authority by any jurisdiction in which the member 
41 insurer' is authorized to t'ransact insurance. In the eV'entan 
42 assessment against a member insurer is exempted, abated, or 
43 deferred, in whole or in part, because of the limitations set forth 
44 in this section, the amount by which such assessment is 
4ti exempted, abated, or deferred, shall be assessed against the other 
46 member insurers in a manner consistent with the basis tor 
47 assessments set forth in this section. If the maximum 
48 assessment, together with the other assets of the association, 
49 does not provide in anyone year an amount sufficient to carry 



, -"".~,__~,>(j·;,,_o,~fT"~'~' .... ­
~-_. __.. ­

AI [IHI 
60 

out the responsibilities of the association. the necessary 
2 additional funn~ shaH be assessed as soon thereafter as it is 
:3 permitted by this act. Each member insurer serving as a servicing 
4 facility may set off against any dSSessment, authorized payments 
5 made on covered claims and expenses incurred in the payment of 
6 such claims b} such member insurer; 
7 (4) Investigate claims bl'Ought against the association and 
B adjust, compromise, settle, and pay covered claims to the extent 
9 of the association' s obligation and deny all other claims and may 

10 review settlements. releases and judgments to which the 
11 insolvent insurer or its insureds were parties to aetennine the 
12 extent to which such settlements. releases and judgments may be 
13 properly contested; 
14 (5) Notify such persons as the commissioner directs under 
15 section 10 b. (1); 
16 (6) Handle claims through its employees or through one or 
17 more insurers or other persons designated as servicing facilities. 
18 Designation of a servicing facility is subject to the approval of 
19 the commissioner. but such designation may be declined by a 
20 member insurer; 
21 (7) Reimburse each servicing facility for obligations of the 
22 association paid by the facility and for expenses incurred by the 
23 facility while handling claims on behalf of the association and 
24 shall pay the other expenses of the association authorized by t~ 

25 act; 
26 (8) Make loans to the New· Jersey Surplus Lines Insurance 
27 Guaranty Fund in accordance with the provisions of the "New 
28 Jersey Surplus· Lines Insurance Guaranty Fund Act/ P.L.I984, 
29 c.IOI (C.17:22-6.70 et seq')i I 

30 (9) Assess member insurers in amounts necessary to make 
31 loans pursuant to paragraph (lOlof this subsection. ' I[Thel 
32 Estimatedl assessments of each member insurer shall be in the 
33 proportion that the net direct written premiums of the member 
34 insurer for the calendar year preceding the assessment bears to 
35 the net direct written premiums of all member insurers for the 
36 calendar year preceding the assessment lwith actual asse."'Sfllents 
37 adjusted in the succeeding year based on the proportion that the 
38 insurer's net direct written premiums in the year of asse3tillient 
39 bears to the net direct written premiums of all member insurers 
40 for that year1.:. l[However, the association may, subject to the 
41 approval of the commissioner, exempt, abate or defer, inwhole 
42 or in part the aliSessment of any member insUrer, if the 
43 assessment would cauSe the member insurer's financial 
44 statement to reflect amounts of capital or surplus less than the 
45 minimum amounts required for a certificate of authority by any 
46 jurisdiction in which the member insurer is authorized to transact 
47 insurance. In the event an assessment against a member insurer 
48 is exempted, abated, or deferred, in whole or in part, because of 
49 the limitations set forth in this paragraph. the amount by which 
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1 such- assessment is exempted, abated, or deferred:_~illL!!.~ 

2 assessed against the other member insurers ..~_a_~ann~ 

:1 consistent. with the basis for assessments set forth in this 
4 paragraph.)1 i 

(10) Make loans in the amount of 1160 million per calendar 
6 year, beginning in Galendar year 1990, to the New Jersey 
7 Automobile Insurance Guaranty Food created pursuant to section 
8 23 of P.L. J c. (C. ) (now pending in the Legislature as 
9 this bill), except that no loan shall be made pursuant to this 

paragraph after December 31, 1997. 
11 b. The association may: 
12 (1) Employ or retain such persons as are necessary to handle 
13 claims and perform such other duties of the association; 
14 (2) Borrow foods necessary to effectuate the purpose of this 

act in accordance with the plan of operation; 
16 (3) Sue or be sued; 
11 (4) Negotiate and become a party to such contracts as are 
18 necessary to carry out the purpose of this act; 
19 (5) Perform such other acts as are necessary or proper to 

effectuate the purpose of this act; 
21 (6) Refund to the member insurers in proportion of the 
22 contribution of each member insurer tha~ amooot by which the 
23 assets exceed the liabilities if. at the end of any calendar year, 
24 the board of directors finds that the assets of the association 

exceed the liabilities, as estimated by the board Of directors for 
26 the coming year. 
21 (cf: P.L.1984, c.201, s.9) 
28 15. Section 16 of P.L.1914. c.11 (C.11:30A-16) is amended to 
29 read as follows: 

16. a. The commissioner shall adopt rules permitting member 
31 insurers to recoup over a reasonable length of time. a sum 
32 reasonably calculated to recoup aSSessments paid ·by the member 
33 insurer [under this actl pursuant to paragraph (3) of subsection a. 
34 of section 8 of P.L.1914. c.11 (C.17:30A-8) by way of ~ surcharge 

on premiums charged for insurance· policies to which this act 
36 applies {; b. the] . The amount of any surcharge shall be 
31 detennined by the commissioner [; c. the]. The commissioner 
38 may pennit an insurer to omit collection of the surcharge from I

I39	 its insureds when the expense of collecting the surcharge would 
exceed the amooot· of the surcharge. provided that nothing in this 

/- ­

• 
41 [section] subsection shall relieve the insurer of its obligation to 
42 remit the amoWlt of surcharge otherwise collectibie. 
43 b. No member insurer shall impose a surcharge on the 
44	 premiums of any policy to recoup assessments paid pursuant to 

paragraph (9) of subsection a. of section 8 of P.L.1914, c.17 
46 (C.17:30A-8). 
41 (cf: P.L.1919. c.448. s.1) 
48 C.17:33B-49 
49 76. (New section) a. In addition to the taxon net premiums•	 I
 

paid pursuant to section 1 of P.L.1945. c.132 (C.54:18A-l). each 

I 
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1 taxpayer under that section shall pay to the Director of the
 
~ Division of Tax~!ion an annual surtax at a fate of 5%, or a rate
 
3 adjusted pursuant tG section 77 of this 1990 amendatory - and
 
4 supplementary act, on all taxable premiums collected in this
 

State, except premiums collected by the New Jersey Automobile
 
6 -Full Insurance Underwriting Association 1created pursuant to
 
7 section 16 of P.L.19B3, c.6S (C.17:30E-4). and premiums
 
8 collected by the Market Transition Facility created pursuant to
 
9 section 88 of P.L. ,c. (C. )(now pending in the
 

Legislature as this bill)l, in calendar years 1990, 1991 and ·1992 
11 for contructs of automobile insurance, notwithstanding section 6 

12 of P.L.1945, c.132 (C.54:1BA-6). The surtax shall be 
13 administered pursuant to the provisions of P.L.1945, c.132 
14 lC.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 
16 supplementary act, the provision or provisions of this 1990 
17 amendatory and supplementary act shall govem. 
18 b. For the pu:rposes of sections 76 through 78 of this 1990 
19 amendatory and supplementary act: 

"Automobile" means a private passenger automobile of a 
21 private passenger or station wagon type that is owned or hired, 
22 and is neither used ac; -a public or livery conveyance for 
23 passengers nor rented to others with a driver; a motor vehicle 
24 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 t 
I26 individual or by husband and wife who are residents of the same i 
j27 household, not customarily used in the occupation, profession or 
! 

28 business of the insured other than farming or ranching. An I 
I 

j
29 automobile ownt:d by a fann family copartnership or corporation, I 

which is principally garaged on a farm or ranch and otherwise !
31 meets the definition contained in this section, shall be considered 
32 a private passenger automobile owned by two or more relatives I 

1•
33 resident in the same household; and 1 

j 
I

34 .. Automobile insurance" means direct insurance against injury !, 
or damage, including the legal liability therefor, arising out of 

36 the ownership, operation, maintenance or use of an autom,jbile, 
37 iooluding, but not limited to, personal injury protection insurance, 
38 bodily injury liability insurance, property damage liability 
39 insurance, physical damage insurance and uninsl1Y.ed and 

Wlderinsured motorist insuranc~. 

41 c. Each taxpayer shall: 
42 (1) on or before the first day of the third month following 
43 enactment of this 1990 amendatory and supplementary acf malte 
44 an installment payment of surtax due uqder subsection a. of this 

section in an amoWlt equal to one half of the surtax estimated to 
46 be due for taxable premiums collected in this State in calendar 
47 year 1990 if the surtax rate at the time of the payment was 
48 imposed for the entire year; and 
19 (2) on or before the first day of the sixth month following 
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1 enactment 'Jr this 1990 amendatory and supple'nentary ar.!. make 
2 an installment payment of surtax due under subsection a. ;,f this 
3 section in an amount equal to one half of the surtax estimated to 
4 be due for taxable premiums collected in this State in calendar 
5 year 1990 if the surtax rate at the time of the payment was 
6 imposed for the entire year; 
7 provided however. that no installment payment shall be due if the 
8 payment date of such installment pursuant to this subsection falls 
9 on or after February 1, 1991. 

10 In the calculation of the tax due in accordance "with subsection 
11 a. of this section, a taxpayer shall be entitled to a credit in the 
12 amount of the tax paid under this subsection as a partial payment 
13 and shall be entitled to the return of any amount so paid which is 
14 in excess of the total amount payable in accordance with this 
15 section. 
16 d. Failure to pay any installment payment required pursuant to 
17 subsection c. of this section shall constitute a deficiency, and 
18 there shall be added to the tax for the calen~ar year interest on 
19 the amount of underpayment as provided in the State Tax 
20 Uniform Procedure Law, R.S.54:48-1 et seq., for the period of 
21 the underpayment. 
22 The amount of underpayment shall be the excess of the amount 
23 of the instalbnent payment which would be required to be paid if 
24 the installment payment were equal to 45% of the surtax which 
25 would be shown on the return for the year if the surtax rate at 
26 the time of the payment were imposed for the entire year, or if 
27 no return was filed, 45% of the tax for that year, over the 
28 amount, if any, of the .installment payment paid on or before tha 
29 last date prescribed for payment. 
30 For purposes of this subsection, the period of the underpayment 
31 shall run from the date the installment payment was reqUired to 
32 be paid to the earlier of the date on which the surtax is due 
33 pursuant to subsection a. of this section or, with respect to any 
34 portion of the underpayment, the date on which that portion is 
35 paid. 
36 For purposes of this subsection, a payment of any 'installment 
37 payment shall be considered' a payment of any previous 
38 underpayment only to the extent that such payment exceeds the 
39 amount of the installment payment detennined under this 
40 subsection for that installment payment. 
41 e. All revenues collected from the surtax imposed pursuant to 
42 this section, less any refwuls piud pursuant to subsection d. of 
43 section 77 oftbis 1990 amendatory and supplementary act, shall 
44 be credited by the State Treasurer to the New Jersey Automobile 
45 Insurance Guaranty Fund, created pursuant to section 23 of this 
46 1990 amendatory and supplementary act.. 
47 C.17:33B-50 
48 77. (New section) a. The Director of the Division of Taxation 
49 is hereby authorized to adjust the rate of the surtax imposed

) 50 pursuant to section 76 of this 1990 amendatory and 
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supplementary ac t, for any of the calendar )'ears in which the
 
surtax is imposed, as provided in this section.
 

3 b. The Director of the Division of Taxation, in consultation
 
4 with the Commissioner of Insurance, shall, on or before the first
 

day of the second month following enactment of this 1990
 
6 amendatory and supplementary act, prepare an estimate of the
 
7 revenues anticipated to be collected from the surtax imposed
 
8 pursuant to section 76 of this 1990 amendatory and
 
9 supplemental)' act, at the rate established thereby, and credited
 

to the New Jersey Automobile Insurance Guaranty Fund, for each 
11 of the three calendar years in which the surtax is imposed. These 
12 estimates shall be reviewed and, if appropriate, revised, on or 
13 before the first day of the month immediately preceding the due 
14 date for the second installment payment for the first calendar 

year in which the surtax is imposed and each subsequent 
16 installment payment and each final payment required to be made 
17 pursuant to section 76 of this 1990 amendatory and 
18 supplementary act. Such review and revision shall·be based upon 
19 information available to the director and the commissioner, 

including actual surtax collections as reflected in final payments. 
21 c. At any time that the estimates prepared and revised 
22 pursuant to subsection b. of this section reflect total estimated 
23 surtax revenues in exces.'i of, or significantly less than, 
24 $300,000,000 for the three calendar years in which the surtax is 

imposed, the director shall provide that the surtax be imposed at 
26 a different rate, such thal the total ~stimated revenues are as 
27 near as possible to, but do not exceed, $300,000,000, provided, 
28 however, that the rate shall not exceed 5%. That different 
29 surtax rate shall be imposed on premiums collected in the first ! 

I
calendar year for which final returns and final payments have· not 

31 yet been made and, s\Jbject to the director I s determination, may 
!32 be I'eflected in installment payments which have not yet been •

33 made. 
34 d. On or before April 1, 1993, the director shall make a final 

determination of the total amount of revenues collected under 
36 the surtax imposed pursuant to section 76 of this 1990 
37 amendatory and supplementary act for the three calendar years 
38 in which the surtax is imposed. The director shall refuhd any 
39 such revenues collected in excess of $300,000.000 to taxpayers in 

I 
I 

proportion to each taxpayer's share of total surtax payments I41 made for the three calendar years. 
42 C.17:33B-51 
43 78, (New section) The Commissioner of Insurance shan take I 
44 such action as is necessary to ensure that private passenger 

automobile insurance policyholders shall riot pay for the surtax I46 imposed pursuant to section 76 of this 1990 amendatory and 
47 supplementary act. I 
48 79. Section 3 of P.L.1981, c.183 (C.54:18A"';1a) is ~ended to I 
49 read as follows: I 

I3. a. To ensure that no cOWlty or municipality will experience , 

I 



1

2

3

4

5

6
7

8
9

10
11

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47

48
49

•
 

o
 

A1 [1 HI
 
65
 

a loss of revenue as a result of thp repeal of the franchise tax on
 
domestic insurance companies. the State Treasurer. upon warrant
 
of the State Comptroller. 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 trea.~rer of a county in which
 
a domestic insurance company's principal office was situated on
 
January 1, 1981, an amount detennined 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. (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, C.132 (C.54:18A-2 and 54:18A-3) as 
amended by P.L. • c. (C. ) (now pending before the 
Legislature as this bill)l 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 municipcility' 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 collector of the municipality from which 
the principal office was removed, an amount as hereinafter ! 
provided: 

1 

I 
(1) For the first year after relocation, an amount equal to 80% 

of the amount the municipality received in the year in which the I 
relocation occurred; 

(2) For the second year after relocation. 'an amount equal to 
60% of the amount the municipality received in the year in which 
the relocation occurred; 

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

(4) For the fourth year after relocation, an amount equal to 
30% of the amount the mlUlicipality l'eceived in the year in which 
the relocation occurred; and 

(5) For the fifth year after relocation, an amO\Ult equal to 15% 
of the amount the m\micipality rec~ived in the year iri which the 
relocation occurred. 

No municipality shall be entitled to any payment 'under this 
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subsection for any year following the fifth year after rdocation..
 

c. To e' Ire that no county will eXllerience an abrupt loss of 
revenue a~ resul t of a domestic insurance company relocating
 

<I its principal office from the county wherein it was established on
 
5 January 1, 1981, the State Treasurer, upon warrant of the State
 
6 Comptroller, shall, on or before August 1 of each year, pay to the
 
7 treasurer of the county from which the principal office was .
 
B removed, an amount as hereinafter provided:
 
9 (1) For the first year after relocation, an amount equal to 80%
 

10 of the amount the county received in the year in which the 
11 relocation occurred; 
12 (2) For the second year after relocation, an amount equal to 
13 60% of the amount the county received in the year in which the 
14 relocation occurred; 
15 (3) For the third year after relocation, an arnOlmt equal to 40% 

16 of the amount the county received in the year in which the 
17 relocation occurred; 
18 (4) For the fourth year after relocation, an amount equal to 
19 30% of the amount .the county received in the year in which the 
20 relocation occurred; and 
21 (5) For the fifth year after relocation, an amount equal'to 15% 
22 of the amount the county received in the year in which the 
23 relocation occurred. 
24 No county shall be entitled to any payment lDlder this 
25 subsection for any year fl.111owing the fifth year after relocation. 
26 (cf: P.L.1983, c.390, S.l) I

I 
27 leo. R.S.54:16-8 is amended to read as follows: i 

28 54:16-8. Computation of tax. If the [commissioner of banking I
29 . and insurance] Commissioner of Insurance finds the report of the 
30 insurer to be correct he shall ascertain the tax to be paid by the I 
31 insurer, in the followl" manner:
 
32 a. If the insurer has written marine insurances in this state for r
 

i33 three years the commissioner of banking and insurance shall: 
I34 (1) Ascertain the average annual underwriting profit derived 

36 by the insurer from such marine insurances written within the 
36 United States during the last preceding three calendar yearsj 
37 (2) Ascertain the proportion which the average 8IU1ual 
38 premiums of the insurer from such mariJie insurance written by it 
39 in this state during the last preceding three years bears to the 
40 average total of such marine premiums of the insurer during the 
41 same three years; 
42 (3) Compute an amount of five per cent on this proportion of 
43 the aforementioned average annual underwriting profit of the 
44 insurer from such marine insurances I and compute an additional 
45 amount of twenty-five one-hundredths on that proportion which

j 

46 amount shall be dedicated to the Department of Insurance for 
47 payment of administrative costs related to its statutory duties; 
48 and 
49 (4) Charge the amount of tax thus computed to such insurer as 
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a lax upon such marir.e insurances writlHll by it in this statp. 

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 arumal 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 ona 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 ')n accmmt of premiums previously paid by 
their policyholders.1 
(ef: 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 [on account of the] in an 
amount equivalent to a tax of 2% on premiums for fire insurance. 
and aU payments in lieu of that tax, required by law to be made 
by such companies, shall be turned 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 appro,red '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 ilischarged or pro~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 

I 
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organized arid 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 commiHee of the New Jersey State Firemen's 
Association in such amounts and at such time as may be required.1 
(cf: P.L.1955, c.30, s.l) 

182. Section 2 of P.L.1945, c.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% 
i 

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. I 
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 I s relief association of this State I
pursuant to R.S.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 I 
amount shall be· dedicated to the Department of Ins~ance for 
2!yment of administrative costs related to its statutory duties.. I 

(b) Taxable premiums. collected after December 31. 1965 by 

an insurance company subject to the provisions of subsection (a) I 
hereof under group accident and heBlth insurance policies on ! 
residents of this State. and taxable premiums collected ~er 

legal insurance policies as definedin-s8ction 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 1 3/4 % 
As to taxes payable in 1968 1 1/2 % 
As to taxes payable in 1969 1 1/4 % 
As to taxes payable in 1910 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.1 

(cf: P.L.19Bl. c.5H, s.22) 
183. Section 3 of P.L.1945. c.132 (C.54:18A-3) is amenlied to 

read as follows: 
3. Amount of tax, life insurance Gompanies; deductions (a) 

The tax specified in subsection (a) of section 1 of this act as to 
life insurance '::ompames. shall. except as hereinafter p~vided. 
b6 ,,% upon the taxable premiums collected· by the company 
during the year ending December 31 next preceding lDlder all 
policies or contracts of insurance on residents of this. State, less 
the amount of taxes on its properly, exclusive of taxes on real 
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1 estate and of taxes payable pursuant to this section. paid in this 
2 State by the company pursuant to aIly law of this State during the 
3 said year. An additional tax of 0.1 % upon such taxable premiums 
4 of such insurers shall also be paid, which amount shall be 

dedicated to the Department of Insurance for payment of 
6 administrative costs related to its statutory duties. 
7 (b) Taxable premiums, collected after December 31, 1965 by 
8 an insurance company subject to the provisions of subSection (a) 
9 hereof under group accident and health insurance poliCies on 

residents of this State, and taxable premiums collected under 
11 legal insurance policies as defined in section 3 of P.L.1981, c.160 
12 (C.17:46C-3) on residents of this State. shall be subject to tax 
13 only at the following rates: 
14 As to taxes payable in 1967 1 3/4 % 

As to taxes payable in 1968 1 1/2 % 
16 As to taxes payable in 196,9 1 1/4 % 
17 As to taxes payable in 1970 and thereafter 1% 
18 An additional tax of 0.05% upon such taxable premiums of such 
19 insurers shall also be paid, which amount shall be dedicated to the 

Department of Insurance for payment of administrative costs 
21 related to its statutory duties. 1 

22 (et: P.L.1981, c.511, s.23) . 
23 184. Section 4 of P.L.1970, c.12 {G.17:1C-4) is amended to 
24 read as follows: 

4. (a) The commissioner may appoint [a] two deputy 
26 [commissioner] commissioners to serve at the pleasure of the 
27 commissioner [and] who shall be authorized to exercise the 
28 powers and duties of the commi~ioner in his absence or disability I 

29 and shall perfonn such other duties as the commissioner shall i
l 
Iprescribe. 

31 (b) The corn.missioner shall have the ',luthority to establish, 
32 organize and maintain in his offices an administrative division to 
33 perfonn all necessRry personnel, budget and finance, facilities r 
34 and equipment services for the department and to assign 5uch I 

personnel thereto as may be required. l I ,I ,S6 (et: P.L.1970, c.12, 8.4) 
I 

37 185. Section 3 of P.L.1952, c.174, (C.39:6-63) is amended to 
38 read as follows: 
39 3. For the purpose of creating and maintaining the fund: 

(a) (Deleted by amendment, P.L.1968, c.323, 5.3.) 
41 (b) (Deleted by amendment, P.L.196B, c.323, 5.3.) 
42 (c) (Deleted by amendment, P.L.196B, c.323, 5.3.) 
43 (d) On December 30 in each year, the commissioner shall 

• 44 calculate the probable amount which will be needed to carry out 

• 

the provisions of this act· during the ensuing registration license 
46 year. In such. calculation, he shall take into consideration 'the 
47 amount presently reserved for pending claims, anticipated 
48 payments from the f\Dld dUring said year, anticipatea payments 
49 from the fund for medical expenses to be made pursuant to 



Al [lit! 
70 

.I section 2 of P.L.19::7, 1":.310 (C.39;fl-73.1), d:JriJl8 the tWO years 
2 after said year, anticipated amounts to be reserved for claims 
3 pending during said year, amounts transferred to the Division of 
4 Motor Vehicles pursuant to section 213 of P.L.1952,· c.114 
[) (C.39:6-88) and the desirability of maintaining a surplus over and 
6 above such anticipated payments and present and· anticipated 
7 reserves. such surplus not to exceed the amount actually paid 
a from the fund during the 12 full calendar months immediately 
9 preceding the. date of calculation. Such probable amount which 

10 will be needed to carry out the provisions of this act shall be 
11 assessed aRainst insurers for such year's contributions to the 
12 fund. Such probable amount needed shall be initially apportioned 
13 on an estimated basis among such insurers in the proportion that 
14 the net direct written premiums of each bear to the aggregate 
15 net direct written premiums of all insurers, including the New I
16 Jersey Automobile Full Insurance Underwriting Association, !

l11 created pursuant to P.L.1983, c.65 (C.l1:30E-l et seq.), and the i 
18 Market Transition Facility created pursuant to section 88 of 
19 ,P.L.· ,c. (C. )(now pending in the Legislature as this bill), 
20 during the preceding calendar year as shown by the records of the 
21 commissioner as an estimate. Each insurer shall pay the smn so 
22 assessed to the treasurer on or before March 31, next following. I
23 Such estimated sum· shall be subject to· adjustment on March 31 
24 next {ollowin a ent based u n the ro rlion that the net I,
25 direct written premiums of each insurer bear to th aggregate 
26 net direct written premiums of all insurers, including the New 
27 Jersey Automobile Full Insurance Undelwriting Association 
28 created pursuant to P.L.1983, c.65 (C.17:30E-1 et Seq.), and the 
29 Market Transition Facility created pursuant to se~tion 88 of 
30 P.L. , c. (C. )(now pending in the Legislature as this bill), 
31 during the yea. the estimated assessment was paid as shown by 
32 the records of t)-.e commissioner. I33 (e) WhenP:....er any of the provisions of this act conceming the , 
34 method and sources of assessments on insurers, including the New 
35 Jersey Automobile Full Insurance UndelWriting Association, ~ 

36 created pursuant to P.L.1983, c.65 (C.l1:30E-1 et seq.), and the 
37 Market TransitIon Facility created pursuant to section 88 of 
38 P.L. , c. (C. )(now pending in the Legislature as this bill), 
39 the maximum amounts payable from the fund, eligibility or 
40 qualifications of claimants, or amOlDlts to be deducted from 
41 payments made from the fund are amended by law, between 
42 January 1 and April 30 in any year, the commi:. -joner may, if he 
43 deems it necessary, rescind any assessment on insurers, including 
44 the New Jersey Automobile Full Insuran'Ce Underwriting 
45 Association, created pursuant to P.L.19B3, c.65 (C.17:30E-l et 
46 seq.) and the Market Transition }o'acility created pursuant to 
47 section 88 of P.L. ,c. ,(C. )(now pending in the 
48 Legislature as this bill), made on December 30 of the preceding 
49 year. He shall then, within 15 days of the adoption of such 
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amendment. recale ula te the probable anlOWl t wlll;,1l \"j 11 hI: 

2 needed to carry out the provision5 of this act during the l~nSLJlng 

:.1 registration license year, ill accordance with the prOVisions of 
4 subsection (d) of ihis section. If, in his judgment, the estimated 

6 

balance of the fund at the beginning of the next registration 
license year will be insufficient to meet such needs, he shall 

7 detennine the contributions of insure,'s, if any, in accordance 
6 with the provisions of subsection (d) of this section. In the' eV,ent 
9 of a rescission and reassessment suhsequent to March 1 in any 

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

12 (cf: P,L.1988. c.119, s.2) 
13 C.17:33B-7 
14 186. (New section) Any plan for the payment of premiums 

payable to the New Jersey Automobile Full Insurance 
16 Underwriting Association on an installment basis for policies 
11 issued for a one year period shall provide for installment 
18 payments during a period of not less than 9 months. l 

19 C.17:33B-8 
181. (New section) a. No New Jersey Automobile Full 

21 Insul'ance Underwriting Association policy may be cancelled for 
22 nonpayment of premium unless written notice is provided at least 
23 15 oays prior to the effective date of cancellation accompanied 
24 ~the reason for cancellation. Notice shill be provided to the 

named insured and the producer of record at their last known 
26 addresses. 
21 b. The association shall notif)' the named insured and the 
28 producer of record at their last known addresses no later than 15 
29 days after the nonrewal of an assOciation policy of such 

nonrenewal. 1 

31 C.17:33B-ll 
32 188. (New section) a. There is created a Market Transition 
33 Facility to be operated by the Commissioner of Insurance 
34 pursuant to the provisions of this section. Every insurer 

authorized to transact automobile insurance in this State shall be 
36 a member of the facility and shall share in its profits and: losses 
37 as provided by the commissioner pursuant to the provisions of 
38 subsection d. of this section. 
39 b. The commissioner shall, within 30 days of the effective date 

of this 1990 amendatory and supplementary act, appoint a Market 
41 Transition Facility Advisory Board which shall be compri~ed of 
42 six members, one of ythom shall represent member companies 
43 organized on a mutual hasis, one of whom shall represent member 
44 companies organized on· a .stock basis, Qne· of whom shall 

represent servicing carriers, one of whom shall represent 
46 insurance producers, one of whom shall be a qualified actuary and 
47 one of whom 3hall represent the public. Advisory board members 
48 shall serve for the. duration of the· facility or until ·!>"Uch tfine ~ 
49 their successor is appointed. Advisory board members shall not 

be compensated for their services but shall be reimbursed by the 
51 facility for any necessary and reasonable exper.ses incurred in 
52 perforrr mce of their duties as members of the advisory board. 
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~;. The facility shall af@Ilge for the ,issuance and renewal of 
., automobile insurance policies for the period commencing October 
3 1, 1990 and ending September 30, 1992 pursuant to a plan of 
4 operation promulgated by the commissioner in consultation with 

!he advisory board. The facility shall not issue or renew any 
6 pulicies of automobile' insurance on or after October I, 1992.. The 
7 plan shall provide: .. 
8 ill.. The applicable levels of coverage available through the 
9 facility; 

(2) That the premiums payable I)n policies issued' by the 
11 facility shall be based on rates applicable to persons insured by 
12 the New Jersey Automobile Full Insurance Underwriting 
13 Association on September 30, 1990 but shall not incorporate the 
14 rates applicable under section 25 of P.L.1983, c.B5 (C.17:30E-13) 

and section 22'of P.L.198a, c.1l9, (C.17:30E-13.1). However, the 
16 applicable rates for those insureds who do not qualify as eligible 
17 persons as provided in section 25 of this 1990 amendatory and 
18 supplementary act shall be those set by the plan for the provision 
19 of automobile insurance established pursuant to section 1 of 

P.L.1970, c.215 (C.17:29D-l)j 
21 (3) Procedures for the filing and approval of changes in rates 
22 applicable to policies issued or renewed by the facility; 
23 (4) For the issuance and renewal of automobile insutance 
24 through servicing carriers under contract with the Nf!W Jersey 

Automobile Full Insurance Underwriting A;,:;ociation pursuant to 
26 the provisions of section 24 of P.L.1983, c.B5 (C.17:30E-12.), 
27 utilizing, at the discretion of the commissioner, the staff of the 
28 association; 
29 (5) Procedures for the depopulation of the facility which shall 

provide that: on or after April I, 1991 no more than 29% of the 
31 aggregate number of private passenge.: non-fleet expos~ 

32 written in this State shall be written by the facility and the New 
33 Iersey Automobile Full Insurance Underwriting Association 
34 created by P.L.1983, c.B5 (C.17:30E-l et seq.); on or after 

October I, 1991 no more than 20% of the aggregate· number of 
36 private passenger non-fleet exposures written in this State shall 
37 be written by the facility; on or after April I, 1992 no more than 
38 10% .of the aggregate number of private passenger non'::neet 
39 exposures written in this State shall be written by the facility; 

and on or after October 1, 1992, 0% of the aggregate nwnber of 
41 private passenger non-fleet exposures written in this State shall 
42 be written by the facility. In establishing the quotas set forth 
43 above, the plan shall prescribe the number of voluntary market 
4't exposures whIch shall be written during each six month period set 

forth in this paragraph in· a manner consistent with'· the 
46 apportionment procedure esta~lished pUl'$uant to subsection :a.of 
47 section 2B of p.L.19a3, c.65 (C.17:30E-l.& In the event that any 
48 of the quotas established pursuant to this paragraph have not 
49 been met by the end of the applicable period, the commissioner 
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shall direct· the facillty_ta_assign the balance_~th~£:,:posur~§
 

2 needed to_meet Jhe applicable 'Junta to .member _ companies
 
3 pursuant to the apportionmc!!LI!!Q.cedure. A memuer c0'lliJ2!!y.
 

4 which exct:eds its p."p~rtionment share for any six month perior!
 
set forth in this paragraph shall receive credit for the excess
 

6 against the fol1ow~riod's obligation. The commissioner may
 
1 excuse a member company from meeting its obligations under the
 
8 depopulation procedures if he detennines that the company would
 
9 be placed in an unsafe or unsound conditionj
 

(6) A schedule for the payment of premiums on an installment 
11 basis. Any installritent payment schedule for policies issued for a 
12 one year period shall provide for installment payments during a 
13 period of not less than 9 monthsj 
14 (7) That no policy issued by the facility may be cancelled for 

nonpayment of premium unless written notice is provided at least 
16 15 days prior to the .effective date of cancellatiOra accomWWied 
17 by the reason for cancellation. Notice shall be provided to the 
18 named insured and the producer of record at their last known 
19 addresses; 

(8) Provide for notification of the named insured and the 
21 producer of record at their last known addresses no later than 15 
22 days after the nonrewal of a facility policy of such nonrenewalj 
23 and 
24 !& Such other provisions as are deemed necessary for the 

operation of the facility. 
26 d. TIle commissioner shall apportion any profits or losses of 
27 the facility among member companies based on each company's ; 
28 apportionment share as detennined for purposes of depopulation ~ 

I
i
l

29 pursuant to subsection a. of section 26 of P.L.1983, c.65 
(C.11:30E-14). 

31 e. The facility shall be subject to the provisions of P.L.1945, 
132	 c.132 (C.54:18A-1 et seg.).1 

I
j

33 C.17:33B-12 
·34 189. (New section) Notwithstanding any· provision of law to 

the contrary, an insurer may· charge premiums at the rate level 
36 applicable to eligible persons insured by the facility as proVided 
37 in paragraph (2) of subsection c. of section 88 of this 1990 
38 amendatory and supplementary act to an insured written in the I 
39	 volWItary market WIder the depopulation plan established 

pursuant to paragraph (5) of subsection c. of section 88 of this i 
41 act. However, no insured shall be subject to facility rates for a 
42 total period in excess of three years,· including the time during I
43	 which the insured is covered by the facility.1 , 

!
44	 C.17:33B-26 

190. (New section) Nothing contained in paragraph e. of the
 
46 definition of an eligible person as set forth in section 25 of this
 
47 1990 amendatory and supplementary act shall be deemed to
 
48 pennit an insurer subject to theprovisioru. of that paragraph e. to
 
49 refuse coverage to a person pursuant to the provisions ·of section i
 

21 or section 39 of this act unless that insurer has complied with I51	 its depopulation obligation, as detennined by the commissioner 

j 
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pursuant to the provisions of ..ection 26 of P.L.1983, c.65 
~ 17:30E-14) and paragraph-..llil of subsection c. of section 88 of
 

:1 this act, by October 1,1992.1
 

4 C.17:33B-23
 
191. (New section) a. 'The commissioner shall suspend, after·
 

6 hearing, an insurer's obligation to provide insurance for
 
7 automobiles in compliance with the provisions of section 1 of
 
8 P.L.1970. c.21S (C.17:29D-1) if the insurer is in an unsafe or
 
9 W150und financial condition.
 

b. If an insurer requests suspension and avers that there is an 
11 immediate need to cease providing insurance for automobiles in 
12 compliance with section 1 of P.L.1970, c.215 (C.17:29D-1) 
13 bec'!use compliance_ would result in the insurer being in an unsafe 

~ 

14 or unsound financial condition, the insurer's obligation to provide 1 
insurance for automobiles in compliance with section 1 of	 !,.16	 P.L.1970, c.215 (C.17:29D-1) shall be suspended besmmns on the I 

17 10th business day after the insurer has filed the request and 
18 supporting documentation with the commissioner, ml1ess within i 

I 
19	 that time. the commissioner finds that continued compliance with I 

the provisions of section 1 of P.L.1970, c.215 (C.11:29D-l) will I
21 not result in the insurer being in an unsafe or WlSOund financial 
22 condition. 
?3 c. Any suspension pursuant to subsection a. or b. of this 
24 section shall continue until the commissioner. upon the 

commissioner's own motion or upon request by the insurer or any 
26 other interested party, after proViding opportunity fora heariIis, 
27 orders its revooation. 
28 d. For the purposes of this secHon.an insurer shall be deemed 
29 to be in an unsafe or unsound financial condition if the 

commissioner finds the insurer to have a ratio of annual ;net 
31 premiums written to surplus as to policyholders that threatens 
32 the financial health of the insurer. 1 
33 C.17:33B-24 
34 192. (New section). The commissioner may suspend· an 

insurer 's obligation to provide insUI1mce for automobiles: in 
36 compliance with the provisions of section 1 of P.L.1970, c;215 
37 (C.17:29D-11 if the commissioner, in his discretion. detennineE 
38 that compliance with section 1 of P.L.1910,c.215 (C.17:29D-1) 
39 will result in an insurer's financial condition becoming unsafe or 

unsound. In making this determination, the commissioner shall 
41 consider the following factors: 
42 a. The insurer's ratio of annual net premiums written to 
43 surplus as to policyholders; and 
44 b. Whether the insurer, in providing insurance for automobiles 

in compliance with section 1 of P.L.1970, c.215 (C.17:29D-1), 
46 would experience: 
47 (1) an adverse change in its rating by A.M. Best and Company, 
48 Dun and Bradstreet. Moody's or Standard and Poor'Si 
49 (2) financial ratios outside the·· acceptable raIYles as 

established by the National ASsociation of Insurance 
51 Commissioners or the chief financial officer of the Departnient 
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Q.!Jnsurance Q.! thi!-> S!.atei--2..!: 
{~U.!!et reductj.QB--.!!U.h~!nsurer s surplus aSl~_ .p()l!cyt~(!..!~_(~~ 

greater than 25% during a P~fjQd of tw~ars or Ip.ss. 
Any suspension pursuant to this section shall continue until ihe 

commissioner, upon the commissioner' S owri motion or u.PQ.~ 

reguest by the insurer or any other interested party, after 
pl'Oviding 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 complianc~ would result in the 
insurer being in an unsafe or unsound financial condition, the 
insurer's obligation iu i~utl lJUliGie!i in compilance with section 
39 of this act shall be suspended beginning on tIle 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 art 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 I 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 urtsafe 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 

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 becomirig unsafe 
or WlSOund. 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, in issuing policies in compliance witit 
section 390f this act, would experience: 

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

(2) . financial ratios outside the acceptable ranges as 
established by the National -Association of Insurance 
Commissioners or the chief financial ufficer of the Department 
of Insurance of this Statej or 
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(3) a net reduction ~u th~-.insurer· S SUlpl.!!S as to policyholde~
 

2 greater than 25% duri~eriod of two years or less.
 
3 Any suspension pursuant)o this section shall continue WltH the
 
4 commissioner, _tmQn the commiSsioner' s own motion or upon
 
5 request by the insurer or any other interested P.!!:!lL after
 
6 providing opportWlity for a hearing, orders its revocation. 1
 
7 . C.17:33B-55
 
8 195. (New section) a. The commissIOner shall, after hearing,
 
9 provide that the New Jersey Prop¥ty-Uability Guaranty
 

10 Association exempt, abate or defer, in whole or in part, the 
11 assessment on any membermsurer imposed pursuant to paragraph 
12 (9) of subsection a. of section 8 of P.L.1974, c.l7 (C.17:30A-8), if 
13 the insurer is in an unsafe or unsound financial condition. 
14 b. If an insurer requests exemption, abatement or deferral and 
15 avers that there is an immediate need to exempt, abate or defer 
16 the payment of assessments pursuant to paraE!!aph (9) of 
17 subsection a. of section 8 of P.L.1974, c.17 (C.17 :30A-8), because 
18 payment would result in the insurer being in an WlSafe or unsoWld 
19 financial condition, the in...e:urer' S obligalion to pay such 
20 assessments shall be exempted, abated or deferred beginning on 
21 the 10th business day after the insurer has filed the request and 
22 supporting documentation with the colJimissioner, unless within 
23 that time, the commissioner finds that continued payment of 
24 assessments will not result in the insurer being in an unsafe or 
25 unsound financial condition. 
26 c. Any exemption, abatement or deferral pursuant to 
27 subsection a. or b. of this section' shall continue until the 
28 commissioner, upon the commic;sioner's own mdtion or upOn 
29 request by· the insurer or any - other interested party, after 
30 providing opportunity for a hearing, orders its revocationl 
31 d. For the purposes of this section,· an insurer shall be deemed 
32 to be in· an unsafe or unsound financial condition if the 
33 commissioner finds the insurer to have a ratio of annual net 
34 premiums written to surplus as to policyholders that e1l'eatens 
35 the financial health of the insurer. 1 
36 C.17:33B-56 
37 196. (New section) The commissioner may provide ~ that the 
38 association exempt, abate or defer, in whOle 0:' in part, the 
39 assessment on any· member insurer imposed pursuant to paragraph 
40 (9) of subsection a. of section 8 ofP.L.19?4, c.l? (C.17:30A-8), if 
41 the commissioner, in his discretion, detennmes that payment of 
42 the assessment will result in an insurer's financial condition 
43 becoming unsafe or uilsound. In· making this detennination, the 
44 commissioner shall consider the following factors: 
45 a, The insurer's ratio of annual net premiums written to 
46 surplus as to pOlicyholders; and 
47 b. Whether the insurer would experience: i
 
48 (1) an adverse change in its rating by A.M. Best and Company, I
 

I49 Dun and Bradstreet, Moody's or Standard and Poor's; I 

f;O lll-financial ratios outside the. acceptable ranges as I

I 
!51 established by the National Association of Insurance 
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CommissionfJrs or the_chi{'l...fui_an<;.Ig!_.~\JficeroL.ili~~!2~;!~tme_n! 

2 of Insurance of this State; or 
3 ~ net reduction tl! the insurer's surplus as to OOIic¥holders 
4 greater than 25% during a period of two years or less. 

Any exemption, abatement or deferral pursuant to this section 
6 shall continue Wltil the eommissioner, uJX!n the commissioner's 
7 own motion or upon request by the insurer .or any other interested 
B party, after providi~opportWli!.Lfor a hearing, orders its 
9 revocation. 1 

C.17:33B-57 
11 l.!lZ.:-1.~ew section) If an assessment against· a member insurer 
12 is exempted, abated or deferred pursuant to the provisions of 
13 section 95 or 96 of this 1990 amendatory and supplementary act, 
14 the amount by which sue!" assessment is exempted, abated or 

deferred shall be assessed against the other member insurers in a 
16 manner consistent with the basis for assessment set forth in 
17 paragraph (9) of subsection a. of section 8 'Jf P.L.1974, c.17 
18 (C.17:30A-8). After the exemption, abatement or deferral is 
19 revoked in whole, the commissioner may order that the 

association require the insurer to pay those obligations deferred 
21 pursuant tQ the provisions of section 95 or 96 of this act.1 
22 C.17:33B-52 
23 198. (New section) a. The commissioner shall, after hearing, 
24 notify the director to exempt~bate or defer, in whole or in part, 

the surtax imposed on an insurer pursuant to. the provisions of 
26 section 76 of this 1990 amendatory and supplementary act if the 
27 insurer is in an unsafe or WlSQund financial condition. 

1
1
 
1 

28 b. If an insurer requests exemption, abatement or deferral and 
29 avers that there is an immediate need to exempt, abate or defer 

the surtax imposed pursuant to section 76 of this act because 
31 payment would result in the insurer being in an unsafe or unsound 
32 financial condition, the insurer's obligation to pay such surtax 
33 shall be exempt~ti _abated or deferred beginning on the 10th 
34 business day after the insurer has med the request and bupporting 

documentation with the commissioner, unless within that time, 
36 the commissioner finds that continued payment of· the surtax will 
37 not result in the insurer being in an unsafe or unsound financial 
38 condition. 
39 c. Any exemption, abatement or deferral pursuant to 

subsection a. or' b. of this section shall continue until the 
41 commissioner, upon the commissioner's own motion or upon 
42 request by the insurer or any other interested party, after 
43 providing opportunity for a hearing, orders its revocation.:. 
44 d. For the purposes of this section, an insurer shall be deemed 

to be in an unsafe or unsound financial condition if the 
46 commissioner finds the insurer to have a ratio of annual net 
47 premimns written to surplus as to policyholders that threatens 
48 the financial health of the insurer. l 

49 C.17:33B-53 

•
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o 199. (NEW section) The commissioner may provide that the 
51 director exempt. abate or defer, in whole or in part, the surtax 
52 imposed on an insurer pursuant to section' 76 of this 1990 
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amen~~_::''1d_.5~lem~nJa!},.,!ct_.!L!h~ commIssioner, in his 
:! discretion, delermine~!!i!LJ?~E:'ent _of the surtax will result in 

] !llJ..nsurer· s financial conoi tion becoming unsafe or unsound. In 
-l making this determination, the commissioner shall consider the 

following factors: 
6 a. The insurer' s ratio of amuia!. net premiums written to 
7 surplus as to policyholders; and 
8 b. Whelher the insurer would experience: 
9 (1) an adverse change in its rating by A.M. Best and Company, 

Dun and Bradstreet, Moody's or Standard and Poor' Sj 

11 (2) financial ratios outside the acceptable ranges as 
12 established by the National Association of Insurance 
13 Commissioners or the chief financial officer of the Department 
14 of Insurance of this State; or 

(3) a net reduction to the insurer's surplus as to policyholders 
16 greater than 25% during a period of two years or less. , 
17 Any exemption, abatement or deferral pursuant to this section 
18 shall continue until the commissioner, upon tbe commissioner's 
19 own motion or upon request by the insurer or any other interested 

party, after providing opportunity for a hearing, orders its 
21 ~tion.l 

22 C.17:33B-54 
23 1100. (New sectionl After the exemption, abatement or 
24 deferral of a surtax on an insurer pursuant to the provisions of 

section 98 or 99 of this 1990 amendatory and supplementary act, 
26 is revoked, the commissioner may order that the director require 
27 the insurer to pay those obligations deferred pursuant to the 
28 provisions of section 98 or 99 of this act.1 

29 1101. Section 7 of P.L.1972, c.198 (C.39:6-86.1) is am~nded to 
read as follows: 

31 7. When any person qualified to receiv~payrnents wu:ler the 
32 provisions of the "Unsatisfied Claim and Judgment FlDld Law" 
33 suffers bodily injury or death as a pedestrian, as defined in 
34 section 2 of P.L.1972, c.70 (C.39:6A-2), caused by a motor 

vehicle, including an automobile as defined in sect:,:)n 2 of 
36 P.L.1972, c.70 (C.39:6A-Z), and a motorcycle, or by an object 
37 propelled therefrom, or arising out of anaccideat while 
38 occupying. entering into, alighting· from,or using an automobile, 
39 registered or principally garaged in this State for which personal 

injury protection benefits \D1der the "New Jersey Automobile 
41 Reparation Refonn Act," P.L.1972, c.70 (C.39:6A-l et seq.), or 
42 section 19 of P.L.1983, c.362 (C.17:28-1.3), would be payable to 
43 such person if personal injury protec.tion coverage were in force 
44 and the damages resulting from such accident or death are not 

satisfied due to the personal injury protection coverage not being 
46 in effect with respect to such accident, then in such event the 
47 Unsatisfied Claim and Judgment Fund shall provide, under the 
48 following conditions, the following benefits: 
49 a. Medical expense benefits. Payment of all reasonable 

medical [expenses incurred as a result: of personal injury sustained 
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1 in a motol' lit:hicle accident] €xpe~se benefits in at] am~l!!1...Lnot 

:2 exceeding $250,000 per person per accident. In the event of 
J death, payment shall be made to the estate of the decedent. . 
4 Medical expense benefit payments shall be subject. to a 

deductible of $250,00 on account of injury in any one ~ccident 

6 and a copayment of 20% of any benefits payable between $250.00 
1 and $5,000.00. 
8 b. Income continuation benefits. The payment of the loss of 
9 income of an income producer as a result of bodily injury 

disability, subject to a maximum weekly payment of $100.00. 
11 Such sums shall be payable during the life of the injured person 
12 and shall be subject to an amount or limit of $5,200.00, on 
13 accmmt of injury to anyone person in anyone accident, except 
14 that in no case shall income continuation benefits exceed the net 

income nonnally eamed during the period in which the benefits 
16 are payable. 
17 c. Essential services benefits. Payment of essential services 
18 benefits to an injure~ person shall be made in reimbursement of 
19 necessary and reasonable expense~ incurred for such substitute 

essential services ordinarily perfonned by the injured person for 
21 himself, his family and members of the family residi.J;lg in the 
22 household, subject to an amolDlt or limit of $12.00 per day. Such 
23 benefits shall be payable during the life of the injured person and 
24 shall be subject to an amolDlt or limit of $4,380.00, on account of 

injury to anyone person in anyone accident. 
26 d. Death benefits. In the event of the death of an income 
21 producer as a result of injuries sustained in an accident entitling 
28 such person to benefits under this section, the maximum amount 
29 of benefits which could have been paid tl ) the income producer, 

but for his death, under subsection b. of this section shall be paid 
31 to the surviving spouse, or in the event there is no surviving 
32 spouse, then to the surviving children, and in the event there are 
33 no surviving spouse or surviving children, then to the 'estate of 
34 the income producer. 

In the event of the death of one perfolT"':';G essentia.:. services 
36 as a result of injuries sustained in an accident entitling such 
~1 person to benefits under subsection c. of this section, the 
38 maximum amount of benefits which could have been paid such 
39 person, \Dlder subsection c., shall be paid to the person incurring 

the expense ofproviding such essential services. 
41 e. FlDleral expenses benefits. All reasonable funeral, burial 
42 and cremation expenses, subject to a maxinium benefit of 
43 $1,000.00, on aCCO\Dlt of the death to any one person .in anyone 
44 accident shall be payable to decedent t s estate. 

Provided, however, that no benefits shall be paid under this 
46 section unless the person applying for benefits has demonstrated 
41 that he is not disqualified by .reason of the provisions of 
48 subsection (a), (e), (d) or (1) of section 10 of P.L.1952, c.114 
49 .(C.39:6-70), or any other provision of law.1 

(cl: P.L.1988, c.119, s.5) 
( 

, 
I 
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1 Repealer 
2 1[80.) 102. 1 Section 28 of P:l.l988. c.ll9 (C.l1:29A-6.1) and 
3 section 8 of P.l.1988. c.156 (C. 11:29A-47) are repealed. 
4 Effective date 
5 ] (81.] 103~1 ,'This act shall take effect immediately, but 
6 subsections a.' through g. of section 50 shall remain inoperative 
7 until the Director of the Division of Motor Vehicles has adopted 
8 implementing. regulations pursuant to subsection h. of that 
9 sectioJl; 1[andl1 sections 41 through 47 shall remain inoperative 

10 mltil the Commissioner of Insurance has adopted implementing 
11 regulations pursuant to section 48 of this act 1; and sections 80 
12 through 83 shall be retroactive to January 1, 19901• 
13 
14 
15 INSURANCE 
16 

17 The "Fair Automobile Insurance Refonn Act 'of 1990." 
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1 its principal office from the county wherein it was established on 
2 January 1, 1981, the State Treasurer, upon warrant of the State 
3 Comptroller, shall, on or before August 1 of each year, pay to the 
4 treasurer of the county from which the principal office was 

removed, an amount as hereinafter provided: 
6 (1) For the first year after relocation, an ~ount equal to 80% 
7 of the amount the county received in the year in which the 
8 relocation occurred; .", 
9 (2) For the second year after relocation, an amount equal to 

10 60% of the amount the county received in the year in which the 
11 reloca tion occurred; 
12 (3) For the third year after relocation, an amount equal to 40% 
13 of the amount the county received in the year in which the 
14 relocation occurred; '. '.. " )., 
15 (4) For the fourth year after relocation, an amount equal to 
16 
17 

30% of the amount the county received in the year in which the 
relocation occurred; and ,.:.,~,; :;', . '< ". ' . 

18 (5) For the fifth year after relocation, an amount equal to 15% 
19 of the amount, the county received in the year in which the 
20 . relocation occurred. ·:~;(:r/i,,~·,;;·:i··<'::.'·;'~" ,··i,·V·:..":~: . 

~ *"'~."!\>·I.' ,.-:' 'i' .',~ .. ,: ;~}· ..",,:.i· ;~'.'._} ;", .." .. 1,.· 

21 No county shall be entitled to any payment under this 
22 subsection for any year following the fifth year after relocation. 
23 (ef: P.L.1983, c.390, s.l) ", 
24 80. Section 28 of P.L.1988, c.119 (C.17:29A-6.1) and section 8 
25 of P.L.1988, c.156 (C.17:29A-47) are r'epealed. 
26 81. This act shall take effect immediately, but subsections a. 
27 through g. of section 50 shall remain inoperative until the 
28 Director of the Division of Motor Vehicles has adopted 
29 implementing regulations pursuant to subsection h. of that 
30 section; and sections 41 through 47 shall remain inoperative until 
31 the Commissioner of Insurance has adopted implementing 
32 regulations pursuant to section 48 of this act•. 
33 
34 
35 
36 

Ira.-, . 
'~.' , . i·'; .. ' 

'.' S~AJ~R,~~~;~<~;~;~:: STAT~MENT, , 
. /~:~J':)~::~~:t'~\;~"/"" :,' , i(;:.~·. . 

37 .' This bill makes significant changes in the State's motor vehicle 
38 insurance laws. ·}r,:,:':.:' .:,.~,~.>~::~:.,; "'."1':';/<1,1 .'<:' ~~,'} ~;'l',:{,:"_~'~ '-,'1 .

1tt-. . ~ ~- •. " " 

39 The New' Jersey Automobile Full Insurance Underwriting 
40 Association OUA) is required to stop issuing and renewing 
41 automobile policies as of October 1, 1990. An insolvency trustee 
42 is to be appointed to manage the financially burdened IUA and 
43 the New I ersey Automobile Insurance Guaranty Fund is created 
44 to fund the debt of IUA by receiving monies from various 
45 sources, including assessments on property-casualty insurers, a 
46 surtax on automobile insurance premiwn taxes, increased fees on 
47 certain occupations and professions and increased registration 
48 fees on motor vehicles. The policy constant and residual market 
4£1 equalization charge (RMEC) are eliminated as of April 1, 1991. 
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1 Automobile insurers ~ll be required to insure "goo(f~ drivers in i,
 

2 the voluntary market. ,Other drivers' will, be written in the
 
3 '" residual market pursuanfto the implementation of an automobile
 
4 ,. , insurance plan.' ~ However,' the bill provides that no more than 10%
 
5,',of the private'passengei,'automobiles'may' be, written, in the
 
6 ~:: residual marke t. "~)tr.~t.i~~~(~\;kii}it~{~\jt:Z:';::;·(":';,,,,:: , ' "
 

',7' ,,~ The required 'medlcaCexpense:benefits"'coverage under the 
'I' ,.1.. . .' 

B' 'no~fault law's personal injury protection coverage is changed to 
,9 $75,000 per ~ persori 'per: accident with mandatory' offers by 
10 insurers of additional co~erage up to unlimited., Insurers must 
11 also offer insureds the option of making their health insurance 
12 primary. ' '", ~:i: .. ,f:'. 

13 I:, The bill also introduce~ 'measures to" decrease f~a~d and other 
14 costs in the system, to increase safety and compliance with 
15 certain motor vehicle insurance laws, and to apply the State's 

'" ." 
, ,,16" anti-trust law to automobile insurers.', J",,: " " , 

:~ . .i~ .·.':'J~\?;,,~~~~~~tl~~;~:":i~i;;;~\~tr/~' . 
..',../:,-~.> 

21,:< The "Fair Automobile Insurance Reform Act of 1990." 
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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, designdted 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 (IUA) 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 insurance policies (subject to certain deductibles 
and copayments). Beginnbg 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 appliclible health benefits. including health care services 
provided by hr:olth maintenance organizations and coverage or 
benefi ts under any applicable federal or State program. The bill 
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-
 requires an appropriale 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 
p.. rson" 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 d\Jring 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 commi~;sioner; 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 i.nsurer. 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 90 
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. [n its place, an 
assigned-risk plar, wil1 be created. Under the assigned-risk plan. 
each insurer would I,,~ responsible for its share of assigned- risk 
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business. Only those insureds who d~' 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. It 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 private 
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 I, 1990 and September 3D, 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 
JVA. However, all insur~rs 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-her 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 I, 
1990, no more than 32% of all insureds are to be in the IVA; by 
April 1, 1991, no more than 29% of all insureds are to be in the JVA 
and the facility, combined; by October I, 1991, the IVA 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 I, 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 JVA phase-out. It prohibits the imposition of the residual 
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market equalization charge (RMEC) and the policy constant on or 
after April 1, 1991, thereby ending the direct subsidies currently paid 
to the JVA by automobile insurance policyholders. The bill provides 
a mechanism under which information on brokers who served as JVA 
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 JVA. 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 p"y 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 IVA policy may be held liable 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 IVA, the fund will obtain income from various 
sources, including: loans made by the New I ersey Property-Liabili ty 
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 aUlOmobile insurance 
premiwns in this State, other than those collected by the JVA 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 ~ so that total revenue over the three years approximately 
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equals $300 million; revenues from the premium tax collected on 
IUA premiumsj 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 cqllecting merit rating surcharges and 
administering the motor vehicle liability insurance cancellation 
notification system; monifils 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 licr;nsing 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 
premimns 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 
WIder 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 fwd 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 O1ivate 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 Insurance 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 
pCll>Senger automobile 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 
wlder 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.].S.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 
aiso provides an amnes'ty period from October 1, 1990 through 
January 31, 1991, 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 imposi lion of an additional 0.1 
percent tax; the 1 percent tax on group accident and health policies 
is increased by the irr.position 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: 

• Create a Market Transition Facility which may provide 
insurance through existing servicing carriers during a two-year 
period begirming October 1, 1990. The automobile insurance industry 
will bear any losses incurred by the facility. 
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• 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-ail-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 
volunti1ry 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: 
• $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; 
• $75 on all commercial vehicles: 
• $15 on all motorcycles; 
• $50 on all trucks registered as noncommercial vehicles; 
• No additional fee on certain fann vehicles or on registrants 
who are PAAD eligible. 

FISCAL IMPACT: 
Among the bill's proVISIOns which will or may have a fiscal 

effect include: increases in existing fees and imposition of new ones, 
imposi tion of surtaxes and dedication of already collected funds to 
retire or liquidate the JVA debt; administrative costs to collect the 
new fees and surtaxes ann 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 to 
enable the State to liquidate the estimated $3.0 billion debt of the 
JVA. The major points include: a new assessment on 
property-casual ty insurers; a surtax on automobile insurance 
premiums written during 1990 through 1992; dedication of the 
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current insurance premiums tax attributable to JVA 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 Jersey'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 lawsui ts, which overburden our legal syst em; 

The mainstay of this legislation is cost shih~;lg 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 autbmobilt1 
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 year.;;. :~~e, 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 requi res 
careful study and deliberation. This bill has moved too rapidly 
through the legislative process for proper consideration of its 

implications. 
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LECISLATI\'E FISCAL ESTIM ..HE TO 

Assembly, No.1 

STATE OF NEW JERSEY 

Assembly Bill !'io, 1 of 1990. with proposed amendments. 

changes many aspects of the motor vehicle insurance system in New 

Jersey. It requi,es that the ~ew Jersey Automobile Full Insurance 

Underwriting Association (JeA) stop issuing and renewing automobile 

policies as of October 1, 1990, It creates a Ma,ket Transition 

Facility to issue and renew automobile insurance policies between 

October 1, 1990 and September 30. 1992. An insolvency trustee 

would be appointed to ma.'1age the JUA. To fund the debt of the 

JUA. the bill creates the New Jersey 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 occupa tions and 

p'ofessions. and increased registration fees on motor vehicles. The 

policy constant and residual market equalization charge (R!'.lEC) 

would be eliminated as of April 1. 1991. 

Automobile insurers would be required te.: ins'Jre "good" 

crive:-s in the voh.l.'ltary market. Other drivers would be writ ten in 

the residual market pursuant to the implementation of an automobile 

;:;sura.'lce plan. ~o more than 10 percent of the prlvate passenger 

2.u:omo'::Jijes are to be writ ten in the resic'Ja! IT.ari\et. The requirec 

;.;edical expense benefits co\'erage wode be limited to S2;)0.000 per 1 
pe,son per accider.t and insu,ers \"ould be required to offer higher	 I 

ili:"r:i:s. up to ur.limited coverage. The unsatisfied Claim a.'ld 

jucfT:le:lt Ft.:.nd will continue to be used to pool losses in excess of t 

I 
1 

57;).000 up to 5250.000. Insureds I\'ould also have the option of 

r.. eking their health insura.'1ce coverage prima;y for personal injury. j 

The bill also introduces measures designed to decrease 1 
I 

[;",ud and vther costs in the system. to increase safety a.'ld 

com;:Jlia.'lce with certain motor vehicle insu,ance laws. and to apply 

tr,e State's anti-trust law to automobile ir.smers, 
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Some of the proposp.d 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 

otheis may require increased exrenditures. 

The following departments and agencies of the Executive 

Bra.:,ch weie asked for a fiscal nole: the departments of Education, 

Health. I~surance. 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 yet responded. A few agencies 

did respond to informal inquiries from the Office of Legislative 

St:-vices (OLS). Therefore. this Legislative Fiscal Estimate ha.~ he en 

p,epared by OU; based on analyses of available information and 

responses to infol1Tlal inquiries of executive departments. 

Among the bills' many provisions. those which have. or 

may have. a fiscal effect are the foUowing: 

• Inc:eases in existing and imposition of new fees. imoosition of 

surtaxes. a.'id dedication of alreadY collected funds for the purpose of 

retiring the t\ew Jersey Automobile Full Insurance Underwriting 

Association's (JtJA) debt of an estimated 53.0 billion over a six and a 

half year period of 1990 through 1995. The proposals _include the 

following: 

1) an assessment on the premiums of all property 

casualty insurers to be paid into the r\ew Iersey 

Automobile Guaranty Fund which in tum will loan 

5160 million per year to the trustee to help 

liquidate the JUA debt: these loans are to be 

repaid from the su,charges of the Merit Rating 

Plan after the JU/, debt has been eliminated: 

2) a su::a" on automobile insurance premiums 

(e:-.:cJuding ;C.A. and !--1arket Transition Facility 

premiums) \"r:tten during calendar :'ea=-s 1990 

through 199~. at a rate of up to 5 percent, so that 

total ,evenues from the surta:-; do not e:-.:ceec 5300 

million ove: the three years: 

3) continuation of the existing Merit Rating Plan 

surchaiges. with the funds. collected on or after 

October 1. 1991 in excess of the administrative 

costs of the Division of Motor Vehicles. going to 

help defray the JUA debt: 

J 
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4) pa)ment 0 f an annual fee of S100 for the ~'ea rs 

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 ~ew Jersey 

Automobile Insurance Guaranty fund. and 

5) imposition of additional registration fees for six 

and one-haIr years of S75 for commercial vehicles. 

S50 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. 

• Administrative costs to collect the new fees and surtalo:es and to 

implement new programs to. locate and penalize uninsured drivers 

and reduce fraud and otl-:er costs to the automobile insurance system 

ir,cluding:~,. 
'. 

1) a program. administered by the Department of 

Insurance. under which vchicles 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 suspe:lsion of motor vehicle 

registrations. the surrender of registration plates 

and ultimately driver's licenses......hen insurance 

has been cancelled.. 

• Changes in the medical eXDe:;se benefits to oersons iniured in 

auto:Tlobile accidents. The present provision for unlimited medical 

exper.se benefits would be eliminated. After January 1. 1991. 

ma."lcatory benefits wot:!d be capped at 5:!50.000. although insurecs 

may elect coverage in excess of 5250,000 v.'ith a resulting increase in 

p:e:-:-::t:rr.s. As an alte:;;ative, t~e bill provides that insureds have the 
.,,,-. 

option. as of Januc;-y 1. 1991. to make their health insurance 

co..-erage or othkr health benefits primary for automobile related 

ir,juries. These changes of capping medical benefits at 5250.000 a'1d 

pro\'iding l;,e option to permit i::sureds to have their health insurance 

coverage be prima;-y might result in shifting costs from automobile 

ir.surance to health insurance with ramifications for some public 

employers ini'the State. the Department of Health's 
:(k. 

?f)'
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uncomi'ensated care program for the State's hospitals. and the 

State's Medicaid program in the Department of Human Services. 

INCR EASED 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 1990 to 1996. 

First. assessments on pmpertv-casualt\· insurers (Section 

i.; of the bill). The bill establishes a new assessment on 

property-casualty insurers in amounts necessary to loan S1GO million 

per calendar j·ear. for seven years. beginning in 1990 and continuing 

through 1997. for a total of 51.120 billion. The assessments will be 

paid into the New Jersey Property - Liability Guaranty Association 

which will loa.'l the monies to the Guaranty Fund. About half of the 

assessment v:ill fall on non-automobile lines of insurance, not 

including workers compensation, Ii fe and health insurers. In 1988. 

the total premiums were 55.8 billion; thus. to generate 5160 million 

in revenue would heve requir.':ld 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 

slighlly each year while the total raised would remain 5160 million 

under the terms of the bill. After the JUA. debt is eliminated, the 

loan of this 51.120 billion will be repaid to the association from the 

Merit Rating Plan surcharges which ....·ill continue to be imposed. 

Second. automobile insurance premium surtax (Sections 

i6 through i9 of the bill). The bill imposes a surtax on automobile 

bsurance premiums (excluding JlJA and Market Transition Facility 

insura:lce p~emiu:ns) wri t t en G~ring calendar years 1990 through 

1992. with the p:-oceeds to be paid to the New Jersey Automobile 

Ir.su:a.!1ce Cua:a::ty Fu."1c. T;;e rate of this surtax is set at 5 pe:cent. 

but t:,e Director of the Di\'ision of Taxation. in cO:-lsultation "'ith the 

Commissioner of Insura.'1ce. is authorized to adjust the tax rate so 

that total revenues over the three years do not exceed 5300 million. 

1:1 aodi;iO:1. the bill provides that current' premium taxes on the 

premiums of JL::\ policies a.'1d policies of the proposed Market 

Tramition facility be paid to the New Jersey Automobile Guaranty 

Fu."1d. rather tha.'l the General flL'1d. 

The surtax is strJctured so that it will generate 5300 

million in revenues to the ~;::('::jal fund over three years: because of 

the director's rate adjustment authority. and uncertainties about 

developments in the i:1sura."1ce market which will prompt these 

adjustments, it is not bo ...:n how much revenue w",; be received each 

year. 
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Third. current premium tax (Section 73 of the bill). 

Revenues attributable to current premium taxes on the' premiums of 

IUA policies are estimated at approximately $4 million for FY 1990: 

u:lder the bill. these revenues .....iIl be dedicated to and deposited in 

·'the Guaranty Fund instead of the State's General Fund. Under the 

current la ..... ·s JUA depopulation program. IUA premiums and 

premium tax revenues would decline over several years: under this 

bill. the IUA will write no new policies after October], 1990. In 

both cases, the voluntary market will absorb lhe 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 ofrset by increased General Fund revenues from 

voluntary market premium taxes. In FY 1993 and thereafter. the:-e 

will be no General Fund reve.1ue loss. In terms of net revenues to 

the Guaranty Fund. this dedication should generate a total of 

approximately 53 million in Fiscal Years 1991 and 1992. 

Fourth. continuation of the existing Merit Rating Plan 

surcharQe~ tl.'1der the new assignee-risk plan (Section 35 of the bill). 

The bill provides that the Division of Motor Vehicles may retain up 
, ;' . 

to 15 percent of the funds it collects from motor vehicle "iolation 

surcharges and shall remit the remainder to the Guaranty Fund to 

defray the JUA debt. In FY 1991. an estimated S112.4 million in 

surcharges will be collected after refunds. Therefore. 595.6 million 

would be provided for the Guaranty Fund a.~= up to 516.8 million to 

DMV for aclmin1stra tive purposes (511.2 million for surcharge 

revenue, collection and 55.6 for the cancellation notification 

system). DMV is estimating an increase in surcharge revenue of 10 

perce:1t between FY 1990 a.."ld 1991. Whether this rate of increase 

will co:-:tinue L"l future years i:1 questionable. !\evertheless. assuming 

an 8 perce:1t growth rate in receipts, OLS estimates the following 

amou::ts that would be p:oviced to the IL'A and reta::1ed by 

OM\' for ac.rnin:strative p'Jrposes: 

rSMmion) 

FY !\et Receiots , JUA DMV· 

1991 511:U ," ".;-'., 595.6 516.8 

1992 125.8 106.9 18.9 

1993 135.9 115.5 ' 20.4 
" . 

199~ 1~6. 7 124.7 22.0 

1995 158.5 134.7 :!3.8 

1996 ] i1.1 145.4 25.7 

1997 18~ ,8 157.1 27.7 

Total S 1035.2 S8i9.9 5155.3 

• 15 percent of net receipts: 
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Fi fth. lhe pa\'Tllent of S100 -annual fees bv physicians and 

podiat rists. chiropractors,' physical therapists. auto body repilir 

filcilities and allomevs for seven calendar \,ellrs of 1990 through 

1995 (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 remitted to the New Jersey Automobile Insurance 

Guaranty Fund. The OLS estimates that approximately 566.2 million 

will be generated over the ~even years. as follows: 

,,~", (SMillion) 
,','f$.', 1990 1991 1992',"fic:,
,\'. 1st Yr. 2nd Yr. 3rd Yr.
 

Physicians
 $3.5 $3.8 $4.0
 

Chiropractors
 .3 .3 .3
 

Physical Therapists
 .5 .5 .5 

Auto Body Repairs .2 .2 ....,
At tomeys U ;U U 
Total $7.7 $8.2 58.7 

1993 1994 1995
 
::[ 4th Yr. 5th Yr. 6th Yr.
 

Physicians '" 
~ S~ $4.9
 

~;,'Chiropractors .4. .4 .4 .. 
Physical Therapists .6 .6 .7 

Auto Body Repairs .2 .2 .2 

,A. tto:Tleys 4 • U U ~ 

Total 59.4 S10.0 510.7 

1996 
7th Yr. Total 

PhysiC: a:1S 55.3 530.4 

Chi rop~ac tors .5 2.6 

Physical Thera;;ists .. ';.1 

.:"u:o Body Re?airs .2 1.'; 

r.: :o:r:eys ;;7,7~ 
" 

'.'.:<!" 511.5 566.2 

""'" ,1;: ' ~ ';:,: .:., 
'0 .. ,'," 

Sixth. irr.:Josition of additional regist~ation fees for sb: and 

9~e-r.alf \'e2~S (Section 681. ,The bill would increase the registration 

fees paid by motorists. The increased fees would be imposed from 

July 1, 1990 through December 31. 1996. To accomplish the various 

proposed fee changes. the bill requires a significant reorientation of 

the way in which r\ew Jersey presently registers and operates the 

motor vehicles registration S' $tem. shifting from a passenger and 

nonpasscnger format to a commercial and non-commercial use based 

fO:Tna t. 
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• 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], 1990 

to December 31. 1990. OLS estimates that this increase would 

produce S=8,8 million of additional revenue during the"first full 12 

months of operation. It is estimated that 385.000 commercial motor 

vchicles would pay the fee . 

• Non-commercial Registrations. for the fee increase proposal 

affecting approximately 5.4 million vchicles. two large groups of 

non-commercial motor vehicles would be created based on model 

years. One group . would be all vehiclcs designated by the 

ma:lUfacturers as model years 1988 and earlier' and the fee would be 

S15. The second grouping '';'ould be model years 1989 and forwa rd 

and the fee would be $';0 until the vehicle is three years old. when 

the fee would drop to S15. Also. additional registration fees would 

be imposed on motorcycles and on private passenger non-commercial 

trucks at $15 and S50. 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 S115.2 million in the first twelve months it is actually 

collected. The estimate is qualified because there is no way of 

knowing at this time hoY.· soon the Division of Motor Vehicles could 

reprogram its computer systems to implement the proposed increases 

or the number of months the State could count in the fiscal year b
starting July 1. 1990.~ :;. 

Altogether. OLS estfrnate~ that the proposed registration fee 

inc:-eases for both commercial and non-commercial vehicles would 

produce a total of 5144 million of gross revenue in the first full 12 

months of operation.":!t"is expected. ho\\'eve:-. that the net revenue 

gain would be less in the first ~'ear ciu~ io the' ~cicied operational costs 

above current levels to revise the compute: systems to accommodate 

the proposed modification. Revenues in future years will dej)end in 

part on changes in the number of commercial a.'1d non-commercial 

reg:strations which is influenced by economic conditions in the State. 

for the six and one-half years that these additional 

registration fees would be imposed. OLS estimates that they will 

generate S935 million. 

SUMMARY Of f.STlMATED REVENUES 

OLS estimates that the proposed surcharges and fees would 

8ene ra te the following revenues eluring the period 1990-1997: 



. '. .. 

?:..e\·erlue Source 

•	 Assessments on Property -Casualty Jn~urers 

(1990-1992) 

• ,\ ut omobile Premium SUr! ax (1990-1992) 

• JUA Premium Tax {1990-1992} 

• Merit Rating Plan Surcharges (1991-1997) 

• 5100 fees on Occupations & Professions 

(1990-1996) 

•	 Registration fcp.s (1990-1996) 

Total (1990-1997) 

ADMJ~ISTRATIVE COSTS 

(SMillion) 

$1.120 

:JOO 

3 

eao 
66 

935 

53.304 

The	 bill increases the administrative responsibilities of the 

Department of Insurance and the agencies responsible for collecting 

proposed fees 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 

i::s'Jrance in the volUJ1tary market may secure that coverage UJ1der the 

plan: (e) require that insurers make known the rights and obligations 

of ins1:.'ed aJi:! insurers: (f) provide a copy of any filing made UJ1der the 

fiex-rate statute to the Public Advocate. who may in turn challenge 

My rate change: (g) hear any rate cha."ge challenge a."d render a final 

detennination on said challenge: (h) rp.view t!1e financial status of 

certain insurers for t!1e purpose of detennining the feasibility of 

enforcing ce:tain requi:ements placed upon them regarciing insuring 

~good d:ivers:~ (i) facilitate thesh:ft of broke:s \\'ho do JL:A b-.:s:"ess 

into the volt.L'1ta:-y market by creating a producer assignment pIa." a."d 

encouraging these brokers to expa."d their authorities: (j) introduce 

r.leasures to ciec:ease fraud a."doth~r c~sts i~';he system and increase 

safety and compli a.'1ce '~'j th 'ce~tain: m~t~~'\;~hic:e insurance laws: (k) 

study the feasibility of contiin~ing;'the' cur;ent system of ma."d".tory 

motor vehicle i::surance cove~age. (1) promulgate towing and storage 

fee schedules on a regional ba~is for" reimbursement of towing charges 

and storage charges for automobil'es that are damaged in accidents or 

recovered after being stolen. a."d (m) create a Market Tra.-;si;ion 

facility (MFT). which is to be o?erated by the commissioner. and an 

acvisory board ror Ihe facility. The MTF' will act as 
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a temporary insurance market for those insureds in the JUA who 

cannot be irnmediately placed in the voluntary market. 11 would 

arrang~ {or the issuance and renewal of automobile in!:urance 

policies beginning October 1. 1990 and ending Septemuer 30. 1992. 

At the end of those two years. it will cease to {unction and all 

automobile insureds will be placed into either the voluntary market. 

which would consi~t of thc standard and non-standard plans. or the 

assigned-risk plan. 

The preliminary informal estimate by the Department 'Jf 

Insurance of the costs of implementing the bill before it was 

amended was 51.529.000 representing: 51.079,000 in salaries for 39 

positions. the majority of which, would be involved with actuarial 

services: and approl\imately $350.000 to update the computer system 

to handle the new and inc:eased 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 b:ll 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 

perce:1t 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 ma:ineinsu:a.1ce is increased by the imposition 

or an additional 0.25 percent tax. OLS estimates that. based on FY 

1990 data.' the irac'tional increases in the current insurance premium 

taxes "'ill' generate a'pproxirr.ately $7.0 million for the department' s. 

a:l:1inistrative costs in fY 1991­

OLS is unable to :-each a conch:sion on t~e adequacy of the 

proposed 57.0 miliion 10 cover the department' s bc:eased 

administrative costs absent more info:-mation from the deportment. 

Dh'ision of Motor Vehicles rG'."." ))c")?~::7ie;,t of La\\' C.nc Pu~iic 

Sefet,·. , The bill gives the :;\'ision two adcitional responsibilities. 

'The first is' a cancellation notification program. Motor vehicle 

insure:-s are required to notify OM\' within 30 days of a ca.'1cellation 

of a motor vehicle liability insurance policy. DMV would then notiiy 

Ihe policyholder that. unless proof of insu:a.'1ce is filed within 30 

days. sanctions a.'1d penalties may a?ply. including 
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suspension of the vehicle' 5regist ration. fines and suspension of the 

re~istr~(s' driver's license.. The 'second new responsibility is 

i1dn1inisl~>ring' the "registration fee increase for commercial and 

non-col~~ercial vehicles: for the laller. there are different fees 

depending on the age and tri)e of vehir.le: 

For the cancellation notification program. the bill provides that 

DMV receive the lesser of 5 percent of motor vehicle "iolation 

surcharges collected or the actual cost of administering the 

cancellation notification system. Based on an estimated S11:!.4......... ;
 

",:'" . million in surcharges collected in FY 1991. OMV would receive up to 

S5.6 million for the cancellation notification system. Ho ..... ever. this 
........ -::,':. \\- .' .. ';~i . '.
 

funding appears to be duplicative. OMV already receives funds to
:'... 

enforce'~the cOrTlpulsory motor vehicle insurance laws under 
, ",,' .~ , .... 

'. '. C.39:6B-1 et' seq. In FY 1990," OMV received a $1 million 

appropriation and a' S1 million reappropriation. The program also 

receives appropriated receipts from uninsured motorist fines and 

penalties. As or]anuary 31, '1990. this program had spent none of its 

52 million appropriation. These funes could be used to implement 

. tte Ca.'1::ellaiion notification. program. Although DMV has not 

provided an estimate of implementaiion cos:s. OLS believes that the 

funds presently appropriated .....ould be sufficient to offset all or part 

:' of DMV's cost to implement this program. To the e::t,'mt this cost is 

." off~et fro~e~isting resources. revenues for jUA debt pa)ment 
'.', '. '. purposes would be increased.' v· 

. Ho\\'e~er. the'amount collected from uninsured motorist fines and 

penalties~wil1 be reduced in FY 1991 as a result of the amnesty 

period provided. in Section 49. from October 1. 1990 through Jam.:ary 

31.1991. 10 first time offenders who produce at the time of tria! 

proof of motor vehicle insurance. T:.,is provision couid reduce the 

.esti:7',ated revenue from' \Liinsured mo:orist fines and pe:-:alties for 

FY ;~~1 from S:!.l million to 51.'; mi11ion.:.' 

Thei;'l'crease i'n' motor vehiclereg:slratio~ fees also cr.c..r:ges the 

'bases on which \h~ S:aie imposes' reg:stra~jon fees. The p~eserlt 
s);~te;r\ d'i~tinguishes 'beiwee~ passen'ge~ a."'lC no:,:-passe:-:ger vehicles 

,. ···.. ·l~· ..:. , .... '. '". 'c" . . 

.	 with ·ma:.y ciasses ·-a..,d different .fees:",ci'.:~es. :'ut wi:h var:atio:;s 

~dd'~'(i~~tf~;'~ei·ch~gi~g!c~nditi~r.s:'<The proposed ch(,~iges to the 
sv~t'e:~''ft' s~';elti;~~J':disiingu:sh;' c1e~~J\:'" between . commercial and 

•	 -"~-' .t,~\,., r/'l')"<"; !,., ifN~t}L >n'J~, •.••J"'~" .• " , ..1' 

non-com'mercial registrations.:' Also: the proposed prob~am seeks to 
'; . , •.••• : ' ... ', . ,·.:f,··, -j..... !'. ;,..... . 

impose a higher fee on new non-commercial vehicles based on age. 
;. ,:~ ,'(.-t:~.~' ,.,. ",...~:. . '. '. . . 

These changes in the bases on which registration fees are caiculated 

will add to D~V operational cos~s to revise its computer systems to 
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Clccommodate the modirication propo~ed. The number of changes 

needed is not clear nor is the cost per c;h,mge. but it is noted that the 

division estimated. in a fi~cal note to As~ernl;lr Bill No. 983 of 1988. 

that the cost of reprogrilnll11ing its cOIllJluter systems to 

introduceon!), two ractors. age and disability. into the registration 

system was S150.000. The Ofrice of Telp.comll1unications and 

Inrormation Systems (OTIS) in' the Department of the Treasury 

concurred with that estimate. However. OTIS states that the more 

complicated reprogramming required by this bill could co~t sever,,] 

times this amount. This would be a one-time cost. If this estimate 

by the division and OTIS is reasonable. 01..5 estimates that the 

one-time cost related \0 the proposed motor vehicle fee increase 

might be a few million dollars. No funds are appropriated to DMV 

for the costs of reprogramming.';, 
''''". <'. ' .

Other, duties" associated with increasing motor vehicle 

registration fees are printing and distribution of DMV's ~Motorist 

Cuide" a."1d other flyers notifying the public of the changes. 

respo:1ding to inquiries regarding the changes either through the mail 

or on the D~1V's toll-free telephone line. and possible additional 

maintenance of the computer system. DMV will also be responsible 

for collecting the S100 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 ci\'il penalties which could be used to cover the 

additional cost of collecting the S100 annual fee. 

Division of Consumer Affairs, Deoartment of Law and Pu!:llic 

Sa:e:\'. OLSestim3tes t:'at, the first year costs to the various 

lice;;sing boards in the di\':si~~ ror" collecting the S100 annual fee 

wouid be: !--1ecical Exa~:ne:s~ S22.~93: Chirop~actors - Sl.911. and 

Pl":ysical The:apists ..; S2.ge:L', OLs notes that'these costs would ha\'e 
. _, '.,." . ,,<,:.'1',.-- II\":.~;:.' .:~.~,', .• ,._ "",~" 

010 impact on' ,the Gene:a;' fl.:.-:d oeca-.:se 'the 'beards O?e:-ale \:S:::8 

1ice::s:ng ~ ees: A<::/" <:(f;'r:~~1(?~~:~~i;it;:,'(;~;f~Wt~i;'~~~~l$f;;~1~Y;\(:\;,(\;,' ', 
Division 0: Rate COI.:.-:sel. De:)?rt:i1e:1: of the P-.:blic ,~.c\'oc2:e. 

C:ice: curre:1t iaw. troe Di"ision of Rate Cou.-:selmay re?rese;;t 
" -'" . " . ",' .~. 

i;;sura."1ce cons~me:s i:1 a cha!!e:Jge to a:. i::su:ance :a te c~a.'"lge 

proposed by ;:"'1 i:Jsu:a."1ce c;;~je:.As p':-~\'ided in C.F:92:\-1~. the 

i;;s~rer must bea: the cos:s of such a hea:ing. Since all cos~s 

incurred by the Rate Cou.'"lsel are reimbu:sed. this function imposp.s 

virtually no additional cost"to the State. The bill.' as amended. 
,"j . :. '. 

prO\'lCeS that. the Rate Counsel, could also' challenge a rate 

implemented by an i,.sure: a'cco~ding to ~he pro\'isions of the bill. 

However. it only provides for reimbursement by the insurer in the 
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event that the Commissioner of Insurance reduce!; or rescinds a rate 

change as a result of a challnnge by the Rate Coun~el. Thus. if a 

challenge proves unsur:r:p.~sful. Le .• the ratp. t:hange request is 

~~(lnted. the State will hp. rr~quircd to PilY for all CO!its incurred u~, 

...... lhe R:lte Counsel.' Since it is illlpossible to predict the succe!iS rilte 
-"'.' 

. ,:,.	 of challent:es to rate chitl1~e proposills pursullnt to the provisi(llls of 

this bill. it is also not possible to estimate the additionCll cost to the 

State. ' ,,'. 

Department nf th,: TrPii~UT\· .. Thr. hill. fl~ ilmendr:n. rro\;Ut~S 

that the proposed attorney fee of 5100 be collected by the 

Department of the Treasurr. Currently. the Clients' Security Fund 

".	 in the Administrative Omceof the Courts (A0C) collects fees from 

attorneys. The AOC's Fi' ]990 hudget request reveals that the 

expenses of the Clients' Security Fund totaled S4]1.000 in FY 1989. 

.Absent further information from the AOC on the costs of the billing 

opera tion. it can only be concluded that Treasury' s cost of 

administering the bill's requirements should be a subset of 

'total expenditures of the Clients' Securit~' Fund in FY ]989. 
I • ',' 

t'.· •. -.	 "": .~.:; "..... ' 

COST SHIFTS TO THE STATE AJI,;D OTHER GO\'ER\'ME~TS 

Rel:!isaation 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 S75 per vehicle 

registration fee. It is estimated that there are approximately 8.700 

school buses. both Type I a."1d, Type II. being operated by private 

cor.tracto:-s. The:: total cost will be S65:2.500. It is expectec that 

these costS will be passed through to'the school districts. OLS 

.es:i~a:es that the acaitior.al a:11ounts to be raisea by local p,operty 
h',;' 

taxes will be as foll~\\'s: FV 1991 - S652.500: FY ]992 S630.96e: a."1d 
''''.. ' f)· 199'3 S'; 3:';i 8'~'-'~:,':T~ese' ar;;o:'i:1ts decrease as the St ate aid for 

'. ", '. ,. '" '. ,.' ',,( ';,',',"',: ~~'l' ., ;"."" ." . , 
;~,:ra:;spo::atjon costs ..is.pl':2sed in retroac::·;e!::. The eS:::T,atec 

i:1c:easesin S:~:'~- A-id fo:" School T:a."1sporta::o~ is as fonows: FY 

J991 - so: FY J992 '- S21.~33: a:;d FY 1993 - S508.7e3.· 

""'. i-iea1th"1~s~~~~'ce' E~;'le:~~s. The bill's pl"o\'isjo~s fo: ca~~:~g 

r.:ecical be:le:i:s at S:30.000 a:iC i'jovicEng the insu:ed with a:i option 

to have their health i:m.::a."1ce cover2ge beco:n~ pdlroa~y for costs 

related to vehicle accidents'might result in shifting some costs from 

automobile insura."1ce to health insurance. This. in turn. might 

inc:ease the health insurance costs of some Jl,;cw Jersey public 

employers. or. if the costs are not paid by the employe:s. thc~' will 

be paic by the individual employees. 

T:'e Stilte is self-insured and in n' 1990 :5 spencing iln 

-,~-
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~stimntpd S:!ClG.5 million for hpalth benefits for its empJoyte!i. The 

State's contrilct!> with it!i uniuniud p.mployees do not pro\'ide for the 

employee oplin~ 10 ha\e health insuranr:p. co\'p,rilge be primnry for 

pri\'a te ilutomobilr! initlril~s. , , , , 

The other public, Plllployers' in ' t'ew J(~n,ey will !>ppnd the 

following estimat~d amuunts in 1~!J] for hellith benl:fits for their 

employees: .. : " " 

' , 
: 

J,' 

, 

'" 

(SMillion).~.:_-

Counties: S211.6 

Municipalit ies 332.3 

School Disl ricts 565.9 

Total $1,109.8 

These estimates are based on 19Ei data Cldjusted for subsequent 

increases in health benefits costs which. for the State. have been 

increasing at :9 percent annualiy for the last three years. 

The bill reduces medical expense' benefit coverage under 

no-fault personal injury protection coverage from an unlimited 

amOu.:1t to S:50.000 pc:r person per accident and provicle~ thelt 

insureds may opt for coverage in excess of S250.000. The bill also 

pro\'ides insureds with the option to have health insurance as the 

primary carrier for automobile related injuries. The above changes 

and options are app!ica';,le on policies is~ued or renewed on or after 
January 1.1991. .... I 

Of the 56i m\L1icipal:ties. :e,; partlclpate in the State Health 

Be:1efits Plan rSH5?) ?os co e 0: 'the: 1 cO\L1ties. The r:1\L.,icipalities 

a.1d cO\L1ties i:1 Si-iBP. a se:i-ir:s'J:a.1ce pi a.," would not be affected 

by ~he bHl \L-:iess ~he S:-:3? P~o\':sio:1s were to be changed to pe:-mit 

employees to ha~'e their hec::~ be:,"je~its pa~: for automobile related 
, ' ., 

OT S· .;_... .--. .... : :~- ~ - .•' ., • '0; -eo • 0; .. _ es .....".es ... a. l\,\ ...g S'l.ecs ,ne op •.on .0Cl~s.g::a.~ _.. 

heal~h j:;surance coverage as tne::- p::r:1C',ry carrier i:1 refC'.rd to 

mecical e:-;pe:;ses \L,,;cer ~:-,!:: ,:io-:ault perso:1al j:;ju:-y pro,ection 

cO';e:-age' cOulc resui, i:i acc:t:o::ill'·ccs:s to those municip1:l1 C'_"Hi 

COt1.1'Y 80\·e:::r:1e:1~s. •....:::c:h co :10, par:ic:pate t~,e State He;;]t:1 

Be:1efits Pla.'1. and to school d:s:'ricts. However. iniormation is :101 

available at this time to estimate such additional costs. 

• De::lartme:1t of Health. l:ncom~:;sated Care Trust FW'ld. \\'hat 

impact the bill may have on hospitAl costs is not !m0 \\11. as data are 

not routinely published regardi:1g the number of hospital admissions 

due to au:omo';,i!e accidents or their associated costs. Similariy. the 

:.,~. ' . 
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amount oC hospital uncompensated care generated by' automo!)ile 

accidents is not routinely 'available.';.~?j;~<~>':':~~if~ir;;~}g:~:·i<:~';:· 
It is unlikely that, the bill would have 'a significant' impact on 

hospital finances or the Unc6mpens~t'ed 'Care T~st FUnd as the usual 
.. ' " , ..... ' '. ~. 

cost of inpatient hospital admis!;ions resulling~rromautomobile 

accidents should be less than':'the"S:!50,OOO' cap: included in ihe, 

legislation. If inpatient h'J~pit~lcosi's 'exce~d'the 5250,000 cap per 

'admission. the~e may b~anincrea~e iriJ~compe~~ated care. but data 

are not available on, this point. (The $250,000 c'ap may have a 

greater impact on 'post-hospitai'tare Cor automobile accidents in 

nursing homes~r rehabilitatiori' hospitals. but the Department or 

Health is not involved in financing or regulatingsuch costs). 

" ' ,:"·,,,'::,j';'Jt;:rii:;:;~>,,.:.,.,, ",,' ,'" ',' 
This legislative fiscal estimate has been produced by'the orrice 

of Legislativc Serviccs d~eto.the rail~re of the Executive Branch to 

respond to our request ior'afj~cal~o~e~':::"';:"'-:U/f;{:~>;~,~A~~;+:~~;:::"< 
This fiscal estimate has been prepared pursuant to P.L. 1980. c.' 
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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. Speaker, Mr. President, members of the state 
Legislature, I want to thank yoU for agreeing to convening th~ 

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 
business has to be - ­ car insurance. 
weekend taping a television program. 

what 
I was 
And 

our first order 
in New York over 

it was interesting 

of 
the 
- ­

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 1s 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. It's unfair. To 
borrow a word used to describe a car wrecked beyond 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. 
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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 is 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, just 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, just 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, just 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 1st 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 JUA. 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. 
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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? Wh.at kind of car do you own? Not just 
where do you live; 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. When 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 join 
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 1s the norm 
almost everywhere else. It saved drivers money in other states 
beca",se health insurers have lower expenses than car insurers. 
They are more efficient. 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 longer 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 live in certain communities be denied 
affordable coverage just because of where it is that they live. 
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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 .Jersey'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 I 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 a 1ways 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 heal thy 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 know 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'll always 
remember my first automobile. I was 17, I was in the Navy and I 
bought a 1949 F=ord 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 less the car. The cost of 
insurance has turned the JOY of owning a car into a heartache. 
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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 j 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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