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I Basic Types of Liability Laws

Five basic types or liability laws are now in force throughout the
United States. The first is the Financial Responsibility law of which there
are two types. Minimum requirements of financial responsibility are shown
in termr of amount applicable to death or injury of one person, death or
injury of more than one person, and property damage. Arkansas Statutes
74-1444 provides for limits of $10,000 for death or injury of one person,
$20,000 for death or injury of more than one person, and $5,000 for property
damage. The Securitv-type laws require that, following report of an acci—
dent, each driver or owner of the vehicles involved show his ability to pay
any damages which may be charged to him in subsequent litigation or negotia—
tion arising out of the accident. Arkansas Statute 75-1418 requires the
driver of a vehicle involved in an accident causing damage in excess of
two hundred and fifty dollars ($250.00) to report the accident to the
Department of Revenue within thirty (30) days following the accident.
Security must be posted at that time. Evidence of security can be provided
in any of the following ways:

1. Showing that there was, at the time of the accident, an auto—
mobile liability policy in effect in at _least the amounts pre—
scribed by statute;

2. Posting a bond for those amounts;

3. Depositing with State authorities money or securities
equalling the stipulated amounts;

4. Proving the person is self-insured.

The "Future-Proof Type"™ law requires a similar showing of financial
responsibility be made by persons who have been convicted of certain serious
traffic offenses or who have failed to pay a judgment against them for
damages arising out of an accident. It should be noted that financial
responsibility laws are not compulsory insurance. They provide that
following certain occurrences, proof must be given of the ability to respond
in damages. One of the ways to show proof is through evidence of an auto—
mobile liability insurance policy. Financial responsibility laws are
invoked or become effective in any one of three situations.

1. Following an automobile accident involving bodily injury, or

involving property damage to the property of any one person

exceeding a stipulated amount. ($250.00 or more in Arkansas)



2. As a result of conviction for certain offenses (reckless driving)

or for an excessive number of convictions.

3. Failure to pay final judgment arising from an accident.

For accidents, requirements usually call either for "security for the
current accident™ or for "security for the current accident plus proof of
future financial responsibility".

A detailed summary of the financial responsibility laws of other states
is contained in Table I.

A second type of liability law has been enacted in twenty-four (24)
states. This 1is the so-called "No-Fault"™ type of automobile insurance
statute. Under no-fault plans the owner of the vehicle looks to his own
insurance company for reimbursement for damages which is sustained in an
accident rather than having to go to court and prove that the other party
caused the accident. Most plans cover only bodily injury, and not vehicle
damage. Most plans specify a minimum amount or "threshold" below which
tort suits for general damages are barred. Once the "threshold” amount is
reached in terms of the damages suffered, the motorist is permitted to
institute a suit to recover general damages. The no-fault insurance is
usually compulsory. The no-fault plan in Arkansas is provided by attaching
the Personal Injury Protection Endorsement (P.1.P.) to the policy. The
Arkansas plan is optional, or "add-on" plan because an accident victim still
retains the right to f.ue a negligent driver regardless of the amounts of
benefits collected under the no-fault coverage. A summary of the basic
provisions of tha various no-fault laws in effect are contained in Table Il.-

A number of states have experimented with a third type of liability law,
the so-called "Unsatisfied Judgment Funds". The state operated funds are
commonly financed with fees from motorists who are unable to provide evidence
of insurance when they register their vehicles, or from assessments levied on
automobile insurance companies. New Jersey, New Mexico and North Dakota have
this type of liability law.

A fourth type of liability law, "Uninsured Motorist Law", has been
enacted in many states. These laws general require insurance companies to
offer, as a part of their basic policy, coverage against potential damages
by motorists who are not insured. A majority of states provide that un—
insured motorist coverage is at the option of the insured. Arkansas is one

of the "optional" states. Table 111 contains additional detail.



Il COMPULSORY INSURANCE

A fifth type of liability law, "Compulsory lInsurance", requires that
motorists file proof of financial responsibility prior to annual vehicle
registration as a condition of vehicle registration. Twenty-three (23)
states have presently enacted statutes requiring liability insurance.
Similar legislation was proposed in Arkansas at the Seventy-First General
Assembly in 1977. House Bill 17 would have required compulsory liability
insurance to the amount of at least ten thousand dollars ($10,000.00) on
account of injury or death to any one person, twenty thousand dollars
($20,000.00) for more than one person, and five thousand dollars ($5,000.00)
for property damage. The bill proposed that a certification of insurance
be issued by the insurance company which was to be submitted to the Com—
missioner of Revenues at the time of registering a motor vehicle. Table 1V
contains detailed information on enforcement and certification procedures

concerning compulsory liability insurance in the various states.

Comparative rate data in terms of comparing Arkansas with other states is
a difficult task. States do not have the same liability limits and every state
is unique in loss ratios and exposure. The rates for automobile insurance con—

tained in Table V should therefore be looked at as representative rates in
the various states.
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and replacement siivires.*

lulal benefits
limit.2

$15,001

Maxbmmi wage loss
and replacement
services amniiiils.
funeral benefit:
$1,000.

overall maximum in (irsl party benelits

lip" lo iilflo/mnu".h
for income loss
and replacement
services, luneral
henelll: $1.r00.

overall maximum mn 1list party bunt fils

Property

Damage

Under tort sys-

tem

Under
tem.

Under
tem

Under
tem.

Under
tnil.

Under
tem.

Under
Lem

lorl

tort

lorl

lorl

Inrt

lorl

sys-



KANSAS
(Kan. Stat.
§<10-.1101)

Anil.

KLMTIICKY
(Ky. Dev. Slat.
5301.39-010)

Ann.

MAIIYLAMI)
(fid. Code Ann.
10A, 55.111)

art.

HAsSAr.iiusnis

(Mass. Ann. Laws ch.
90, 5531A, JAM &
ch. 231, 550)

MICHIGAN
(Mirb. fnimi. iaws
Ann. 5500..111111

Millin'sor A

(Minn. Slal. 55511.11)

Effective
Oate
January 1, 1971

duly I, 1975

January 1, 1973
January 1, 1971
October 1, 197!
January 1, 1975

Purchase of Minimum

First Party Tori tlability
Ocneflts Threshold*
Mandatory $500

3 $1,000

Mandatory None
Mandatory $500
Mandatory Ho dollar thres-

hold. »

Mandatory $2,000

[oilic.il

Limited only liy
lol.il liencfits
limit.

$10,001)

Limited only by

total benefits
limlt, but must
be incurred

within 3 years.

$2,500 overall maximum on first party benefits for expenses
three ygars of accident.

within
l.imiled only by
total benefits
[imit, If Incur-
red within 2 yrs.
$2,000

Ur.1Imi ted

$20,000

$10,000 max imum for

Income Loss

057 of lost in-
come up to $550/
moilHi for | yr.

1157 of lost in-
come (more if
lax advantage Is
less than 157)
up lo $200/wk.

Ilcplaccmeni
Services

112/tla  for one

year.

Up to $200/wk.

lip to $650/monlli
for lost income
and $12/day fur

replacement ser-
vices, 10ss ais-

alii l'ity payments
received, for up
to 1 year, funer-

51,000

Up to $260/wt.
each for survi-
vors' economic
loss and survi-
vors' replace-
ment services
loss. Funeral
benefit: $1,000.

overall maximum on first party benefits

1007 oT loss; no
weekly maximum.

lip lo 757. of ac- LImiled only by to-
tal bencflls limit;

tual loss.

Limited only by

loLal benefits
limit; only for

services usually

performed by

non-income-earn-

ers.

payments made to

non-fanil ly members

funeral benefit:
limited only by
Idial benefits
limi t.

Incurred

funeral benefit:
limited only by
total beliefils

limit.

overall maximum on first party benefits

1157 nr lost in-
come up lo $1205/
30 day period foi
up In 3 years;
maximum amount
ad|ur,led annual-
ly fnr cost of
11 v In«i.

I'57. ol losL lu-
rume up lo $700/
week.

[T parly

$20/ilay fnr 3
years.

$15/day, begln-
nini| 1l days
mill.er accident.

benefits Oilier

Up to $1,000/30
day period for

lost income end
$20/day for re-
placement servi-

ces, fnr up lo |
years, funeial
benefit: $1,000.

Up to 1200/wk.
each fnr Income
loss and replace
menl. services,
luneral benefil:
I'l1,250.

[lian medlral

Under tort sys-
tem.

L{nder toi | sys-

[Inder tort sys-
tem after dan.

I, 1077; prior
In then, nn tort
liability fur

vehicle damage.

Nu tort 1lallfill
fnr vehicle

damage.

Under tort sys-
tem.



Max Iniiiin First Party (Nn-Faull) llcncflts

First Party Tort | lot)lll ty Replacement Siirvivn'rs/runerail Property
Renofils Threshold» Medical Income Loss Services [lenef Its Oamane
iItVAIlIA February |. 1974 Mandatory 1lInitled only by  1157. of Inst In-  Up to tiU/day At least 15,000, Under tort sys-
(llev. Rev. Stal. total benefits come up In $175/ for up to 104/ but not more than tem.
§r»on.nio) iiinilt. week. weeks. 1 year's maximum

disabillly bene-
fits. runoral
benefits: 11,000.

iio.onn overall maxImum in first party lienc fits

NIW JERSEY January 1, 1973 Mandatory Mill Imi led. 11107 of lost in- lip lu 112/day up 1007 of lost in- Under tort sys-
(N.J. Slat. Ann. come up lo non/ lo a maximum of  come up In 1100/ tem.
§19:fiA-1) wk. (or 1 year, 113110/person. wk. and 112/day

for replacement
services. Up to
difference be-
amount payable
and amount re-
ceived by victim,
runoral benefit:

11,000.
NEW YORK February 1, 1974 Mandatory Limited only by 1107 of lost In- 125/day for 1 yr. ROHE. Under tin t sys'-
, (ILY. Ins. Law §670) total benefits come up lo liono/ tan.
limit. month for 3 yrs. *

150,001 overall maximum on first party bene riis

NORTH DAKOTA January 1, 1976 Mandatory 11,000 Limited only by  1)57 of lost in- 115/day. 057 of lost In- Under tort sys-
(N.D. Cent. Code Ann. total benefits come lip to $150/ come up to 1150/ tem.
§26-11-01) limit. week. wk. and 115/day

for replacement
services, fu-
neral benefit:
11,000,

$i5,nn< overall maximum cn first party bene fits

ORCTiON January 1. 1972 Mandatory 16,01)0, If incur- 707 of lost In- Up lo 110/day Funeral benefit; Under tort sys-
(Ore. Rev. Slat. (Jan. 1, 1971 for red within 1 yr. come op lo 1750/ for up lo 52 11,000. tem.
§74.1.non) current first month for up lo  weeks, only If
party heneflts. 52 weeks, only victim is dis-
If victim Is abled at least
disabled at 14 days.
least 11 days.
EIIISYI VAIIIA July 19, 1975 Mandatory Hill Imlied. lip lo tli.(Ilin.,d 1in lo 125/day Income loss and  Under tort sys->
(Pa. Slat. Ann. tit. for 1 year. replacement ser- lent.
in. §10(19.101) vices belief Its
up lo 10,(100.

runeral benefit:
11.500



«

telunsivu ¢ R&KKL
1)4(6 Huiiuflls Threshold* Mmllcal IllLiaitd Lois Services llrnc fits
SOtilii CAItOIIHA October 1, 1974 Man”alury None T Imilud Only ||y [00t nf lust in- I Imlted 0n|y by runoral benefit: Under fort Sys-
(S.C. Cn.lu Ann, tolal heneflis come. hweekly total benefits limited only by tem.
§46-750.101) limit if Incnr- limit. limit.. total benefits
rud wllitin 3 yrs limit.
. »1.011) overall maximum on 1lrsl party beiloflls
SOUTH DAKOTA January 1, 1972 Optional Hone $2,000 If Inclir- $60/wk. fur up li $30/wk. for up $10,000 death Under lort sys-
(S.1). Comp lans Ann. rcd wiHiln 2 yr-s. 52 weeks, only Il lo 52 weeks, only benefit If death tem.
§50-23-6) victim Is dis- If victim Is dls occurs within
abled at least aided at least 90 days of acci-
14 days. 14 days. flcne-  dent.
flls lo non-wage
earning named
Insureds only.
itxas Angus | 26, 1973 Optional Iium Limited only 1y  10iU uf Inst In- tLimited only by Limiled only by  Under lort sys-
(lux. 1Ins. Code Ann. total liunuflls come; nn weekly  total benefits total liouefils tem.
arl. 5.06-3) limit If Incur-  Thull limil. Payable limit.
red wilhin 3 yrs. only lo mm-
wage-earncrs.
$2.51 0 overall maximum mi first party bcieflls
[ Al January 1, 1974 Mandatory $500 $2,000 Ust of lost In-  $I12/d.iy for up $2,000 death limb " tort sys-
(Ilali Cmlu Ann. come up to $150/ lo 365 days. 3- bunefll, funeral tem
§31-41-1) wk. fnr up to day waiting per- benefit: $1,000.
52 weeks. 3-day iod which docs
wailliuj period not apply if dls
which dous not ahllwy last*
! apply if disabil- lunger than 14
ity lasts longer days.
llian 14 days.
fir miA July 1, 1972 Optional Hone $2,000 If Incur- loot nf lost In- Mnne. Funeral benefit: Under lort sys-
)(/\lllr:r‘ne:)de Ann red within 1 yr. come up In $100/ Included In medi- tem.
§311.1-3110.1) week for up lo cal benefit.
52 weeks.
6 7
nuniAi sfAiioAiins Mandatory $100,000 (nr $1000(liotb fun-  under tnrl sys-
(S. 13111, 9I>Hi Session $250,000 If dis- eral f dunlb lien tem,
of Congress) ablllty lasts of 11)
over 2 years)
MI'lur* In mliilmim [Uiinml of kindleal ripiinsus necessary Imlurn vlelliu i:im inn for general .ilnmaijiis (*palu nml suffering™)! Lnr.olls nllinniil innil sinlitl loi
Inini*Ins mulling In ilnnlli nml pinki.tineil illmlil I1ly; snum sinlns nlimi ImmiilU for non or mure of Ilm Inlliinlihj: serious and puinaurul illif ijojirn-oH inr-
L1 [IW[MirAiy illaalil 111Inst loss ol body Memberi loss of toil Inn Inollly (uncilonsi i.minln Irncliviisior utuuntiilc lours (mlier Hi.ni  wmllr.nl| olililiomoon
[* LhirtiU-VIrl In* innimt son for uciieral damages nolosi Injory Insolls In omi of Urn fulliiwIni|: ilnnlli,loss ol lunly member; prlklneeulloss of Tloijlllylion -
linnt .mi nml In|my nllinr I sinning nr illsf Igiuruieul i slgnilicnnl peiuianiiul sciinlngor ditl IJ|n|m|||nI| serious ... W "I'nv [ A “
111 bearing on IIm victim's nlilllly lo insinwi lilt inninnl nr.llvily nml lifestyle during nil nr solislanlin Iy nil of [Im H .Lijjmriml nl or tin Inliny, 1l
ll,. rffnuls of llm Inlory nrn medically or sclentiflenlly dr* nl Hm rml ol Mi.il fonIiml. lnfnru 1070. I lurid,. fool n [IIMM lin | lIn nsimM.
7. Hnunll  Imiwni loss mil payable lo public nsslslinirn irclplrnls receiving flee Insurance,
3. r.rnlmly-Aecliliml vli:l In Is mil liin.ml liylorl loslrli:t lon If 1) Ini Ims icjiicind IIm lorlTMinilon lo urlllmj nr 7) Im Is lujmml I|yn il Tvin nlin i,
mtin-iml Hm Inrl Liwillinn In sirll Imi.llulot:] Inn Imrstiiciiviii y ol flrs]- pnrly Imimflls.
4 [liilitunn VIiillm inn"1 sun lor general iliinngiis unlesslolnrlrs insult In -Irnlli. so. Inns I<<|||I onti.l or Imillly fioiul on nr sir inn i.riwniiniil "Mslliimrijn*i.l.
lit fiiiiiisylvuista-1l.in luhmh innnllily Inumm Inss ImnoMI Is limm [Imrs IIm m|n| IonsI|||| of llm nvinagu l'uiiii. |mr rnjifl« e lo llm iivinnge U.S. fn caplin
1100 or HHIX of Imonm loss Il Inrimw Is disclosed [irlor In iimlilnnl.
6 federal 5IMiid.ilsll*lol I msirirliooi nru Ilm nunn ns [lililgnn (L1 nliovii). In nildllliiu lo losses ulili i encueil maximum flrspal ly lieml111,
[mininl SUmInrih-llonllily Inromo Immillt l.nsml on 1l nml irplncmMenl seryleos linsml on }?U/<liyi  belli f ynrui nru Mmini pilmi LyImininllooslilp of llin ) June. 1071
nvrin‘prsintn i'er cnplin lueumi In IIm average U.S. ... l.momi; or HIUI of lucimm loss If Inumm Is .lsiMosml I- I el | Whichever Is less. I'nlil Isheil iy 11CSL
[Innimimi Imimm ImimIl llwlleil lTo 17 Hums moodily I.rnolllj icpl.ur ol soivirns IImilml lo Tf,6 Hums ililly Imnufll.



Sim

ALABAMA

ALASKA

ADIZONA

ARKANSAS

CALIFORNIA

COLORADO

vmtj

Limlti

/60

16/30

16/

16/30

UNINSURED MOTORIST COVERAGE

Piopart niniyiad ~ Appictbla
Da |Pg “l%l)lggtd Motoilct mruulgl Othtr Ptovlilom
Exclusion oyetagar Fat imolvanl?
Yalt Nona No prov.
Ym Nona No piov.
No Nona Yal Olptional covaraga up to 3 tinN F.R. lImla muil be
olfartd.
Ym Mona Ym
Yml Nona Yal Falluia to llia tvidanca ol lininclal inBonilbIIIiY undu
n Flnanclil Ruponiibllity Law ciaitM labulublt priioinp
tlon itiil vthlcli mil unimuiad. Alio covin wtuii I~
|uiar danlai Uiblllty oi covvriga.
Yml Nona No ptov.
i px% i I . i *
”dn\rlglk(%%iimm néd not offer covti** on rtnttoil It) th Eﬁlhcrl\i d tptciftd [twm mot | t by



TABLE 111 (CONTINUED)

UNINSURED MOTORIST COVERAGE

. Ptopirt My O uphigid A plktbh
Stilt Limlu Oan%% |Q'}I<ré{j Motorlit F{]umt Olhtf Pinlilont
Eeclulon— colilager = Fm Iniob»#nt?
1o *
CONNECTICUT  20/40i] No Nor# Yl Aiblliillon optiontl with IntuiMI.
OELAWARE 10/30/6)bt 1260 Ynt Mon* Y.
OISTRICT OF
COLUMBIA ' .
FLORIOA 18/30jd vt Nor# Y.i “Unlniuiid motor vtlildi* Includtt rthidi Intuiiri In
low.i limili.
OFOROIA 10/30/Bl]  $260 Yiit Nor# Vi Cov.n unriilniuiad vihkIn or mtior* Inunii dinlti
ot Aibmiilon piovlllon picblbllid. Propirly dim
ip# coveitg* only loi v.hkl. ind conttnli. .
Uniniuiid molorlit dilmi not bund by Imuid'i it#
plication lo# dlidittg. In bankruptcy, appointment ol o
ttulle## In bankruptcy or | ditchup# In btnkrupley.
HAWAII 10/30 Y. Now#  No piov.
I tjacMd, In|urtr r*«d not offor co*r*f* on rtnarrtl b) [ iry. Jimit* lo Mi bodily Inj jry
Hnlurall may “Gbtain up to 200/300. me@ lrjliu)ayt %v%vb Q.



Stilt

IDAHO

ILLINOIS

INDIANA

[OWA

KANSAS

KENTUCKY

LOUISIANA

TABLE 111 (CONTINUED)

UNINSURED MOTORISIf COVERAGE

' Unimurid ~ Appllcitdt _ .
Lim 1o OI? i 'Ttlﬂgtd Molorlit ‘l"r’]k%'r Othir Provltioni
E IIOH Fii i
coving? IruoUinIT
10/30 Y til Nom Yii
10/20 No Hunt Yii
IE/30 Ynt Norn Yii
10/20 Yrit Non* Yii .
*
1 /30 Yml Norn Yii
10/20[i | Ynt Norn Yii Alio co*«rt whin vihlcli undirlniurid or whin knunt
! dmln coring*.
Ib) Ytl Nona Yii ArUtrillon optionil with Intund. "Unlmund minor
vthfcli™ Indudil *«hklii Iniund In lowir Imltl.
II| v«cNd mMd *o1 cH*» 00* 11 on riM M| %ﬂlmepdtlﬁclgycrgﬁgg I Iowlrrt 0|L51rt]ulg1lIJ;\/ZIO}\/I f
\bl

" glljltlh INZZ% ?&@QPBQW« T 33@n i Dby 00,

%W&m , ngg!\{l U t,podlly Wyury HmJii. but Uxuf*d



Sim

MAINE

MARYLAND

MASSACHU-

SETTS

MICHIGAN

MINNESOTA

MISSISSIPP

MISSOURI

MONTANA

Umlti

20/40/10

20/40

E/101]

2/60

10/20

76/60

Piopirt
Dtmt%n raict

Enclul coving*/

TABLE 111 (CONTINUED)

Yu

No

No

No

Y*it

No

Yut

IJﬂ?Xd

UNINSURED MOTORIST COVERAGE

Unimund
Molorlit
Fi

Non*

Noni

S4blb)

Non*

Non*

Non*

Non*

Appliciblv
whir|
Inturir

[niolvint?

Yu

Yu

Yu

No prov.

Yu

Yu

No piov.

l”n>gafl|‘|fcr’\{]qduwcwar nnj nol otfar covetrg* on rneivid

Olhir ProviUon*

"Unlniuiid molor vthidit" Indudu whlidtl Imund In
lowtr limits

Arbltnlion provlilon prohlbltid.

Alio covin Injurlu ciuud by nndulniuiid vihkin.

"Unintund motor vrhldi™ Includu vihlcli Iniurtd in
lowir limlti. Riqulru conlKt in hit md run cimi. Arbi-
tration provlilon prohlbltid.

bt ke |

th) A%‘bm only U molcMcyctai.



Suit

NEBRASKA

NEVADA

NEW
HAMPSHIRE

NEW JERSEY

NEW MEXICO

NEW YORK

Umlti

16/30

16/3011

20/401)

16/30/5

10/20

TABLE 111 (CONTINUED)

UNINSURED MOTORIST COVERAGE

Proptrt May Uniwrad  Applicant
Otnqj?’y Inaufad —rolorit hir’. Othtr Provlilona
Exduiton cov{ragaf Fat Inrolvanll
Yat Nona Y.
Yml Nona Y Rtqulril contact In hit and run ram. Alio covati whaia
Inturar danlai covtraga.
No Nona Ye
*100 No Nona No piov.
S760 Yait ftjnt No prov.
1
No Nona No prov. Alto covan whata Imuran danlu liability or ooratagt.
tlf ralacNd tnturar n*«d not I1fti covtr«a on iim m | [b|Noik» la CommIMiomr ri Uolw ViKkU* awth.A 30
deylol miaUaillovitf peiky.

lim » Md.
ITIaIthurngiui?»y nquin HmIU aquai 10 MI liability C



Sliu

NORTH
CAROLINA

NORTH
DAKOTA

OHIO

OKLAHOMA

OREGON ;

Limli

16/30/6))

125/28

6/10(

10/20b)

TABLE 111

Fopalty ooty

Dim.vi
tucHillon corbk;g*/
A
$100 Y
No
Y*il
Yu
No

I!I [E«|«$:in, ||\Uidum OMd noi otin tovtieft on Mflfwgl
« Pogn dﬁm%%ww limiil oi ti Uml 11/30 U

(CONTINUED)

UIMN&UREOIMOTORIST COVERAGE

Unlniuiid
MOIEIIM
F

Non*

Non*

Nom

Non*

Non*

Applicibli
it Othir Piovlioni
Intolvintl
Y. Alio covin untXrlpiond **hkIci. oi ivhir* Iniuiif dinlit
coving*. Iniunr miy dilrnd unimund mole*lit.
Yu
Yii Alio covin whin Iniuni dinki coving*.
Y.i [ligniminl by ciblnllon I noi itidiad witbm 3mnnlht
liom dermnd lot iibilnlion Intund miy iu* toillmm.
"Sucking" ol lltbillly policl.I HaitinquInd by OkWionu
Supnm*Cl.
Y. Oving* r.ol nnuind In policy covering irucki ol com'

blind wltfil »nd luid cipiclly ol (non ttnn 6000 Ib*.
op*nt*d by imployiii covind by trwkimn'i cominn-
ntlon. Alio covin wtaia Iniuni d*nln coving*.

\b)Oplljon<<I Atthtf limlit up e B.I. limiil mutl 19

oil* il



Sim

PENN-

SYLVANIA

PUERTO RICO

RHODE
ISLAND

SOUTH
CAROLINA

SOUTH

OAKOTA

TENNESSEE

TEXAS

Limlli

10/20

10720

1B/30/S

1t/30ji

10/20M

10720

TABLE 111 (CONTINUED)

UNINSURED MOTORIST COVERAGE

Olhir Provlilom

tvnw%‘%’rdwlf rrad #%l olilt

on

Alio covin wbtrt Iniuicr dmlii coinigi. Ailiilnlion
Fit.nllilonl prohiblitd Iniuiir miy dilind uniniuiid mn
oilil Rigulm contKl In hil ind run cim .

Alio covin ***miichidiinuitd Inlowii limm

Alio eonrn whm vihidi Imuird In lowii limut PiovnIM
loi optlonil pmpnlkl dimigt co*m?» loi dumpu in in
m caniid in hil *nrirun cnti. Ahi-

Popnty | Mby, Uniniuiid Applkjpt
oyl nlict,  Motai Injum
Enduiion counyto Ft! niolvent?
No Nom Yii
Yu Nom Yii
$200 No Nom Yii
No Noni Yii
Ynt Nom Yii
hii ol $200. Riqu
Hlllon provition piolubllid.
Y il Nom Yii

L) dpiusad QUtY limiit anuil ic hi| k*D»liiy
limfi



Still Limits

UTAH 16/30

1

[
VERMONT 1070
VIHQINIA 25/&0/6li|
VIRGIN
ISLANDS

WASHINGTON 16/30

WEST 10/0/6
VIRGINIA
WISCONSIN 16/0

TABLE 111 (CONTINUED)

UNINSURED MOTORIST COVERAGE

Miy Applicibli
Propm Uniniuiid
0m§)|f;y S Moorn g G hhir Piovliom
Eiclufon ¢oyingi? Foi Intolvinl?
t
Ynt Nom No piov.
No Nom
$200 No $160 No piov. Atblirillon proviilon pioblbllid. Inium miy dilind un-
Iniund motoiiil. Alio soviri whin Imuni dinin covin
+gi. No CPVIIIB* piovldid In pollclll pilmirlly providing
*mCM covm gi.
Ynt Nom Yn
$300 No Nom Yii Alio covin whin Imuni dmin covmgi. Aiblintlnn
proviilon prohlbltid. Rigulrn conlicl In hit md run
cim.
No Nom Yii Alio covin vihldn Iniund In lowir llmili.
t|t P’°i&dut'PdJ”' rwid noi Ollif cov¥/*** i fenintl 10 ”n%ad thﬂrﬂ r OIE(QH Mr IImIIP\f\rlll pLUrHlldtrX



Slat*

WYOMING

Source:

TABLE 111 (CONTINUED)

UNINSURED MOTORIST COVERAGE

; Miy - Appllcibli
, Propirt - UnlIniuiid
Umlti Dmigt MU joigiie  lehen
Excluloo coyingio ! Imolvmll
i
10/20 Ynt Nont Yu
i
i *
L JIF7E, cil(ji miémr need noi oiler covtrefe on nM«nl
unteu regueiN
American Insurance Association, New York.

Olhir Provlilom



Stnte

CALIFORNIA

COLORADO

CONNECTICUT

DELAWARE

FLORIDA

GEORGIA

Liublllty
Lira)ts

15/30/5

15/30/5

20/40/5

10/20/5

10/20/5

10/20/5

Yenr
Effectlve

1975

1974

1973

1972

1972

1975

COMPULSORY

Certification
Required?

No

None lit presunt

Yea - solf-certlifl-
cutlon ill time uf
rcglutnil Inn

Yea - II) card or policy
moat lie produced when
vulilcle 1h being In-
Hpuctod at unfcty lane

Yuu - moot allow pruuf
of Inuurnnco nt timo of
vclilclu Inspection - 10
ciirila lire provided

Yuh - sulf-certlftco-
1lon at time of rugls-
trat loo. In Addition,
evidence ot inutirnnce
moot lie carried In oill
"offect" motor vclildua

TABLE 1V

LIABILITY [INSURANCE

Verification
Program

None ut preBent

None at prenent

Yea - negative ver—
ification procedure

None nt present

None nt pruuont

Specific verifica—
tion .for Arc, and
Serlohn V1o LiiL lumi
will liu rcgncnted
(20 doy notice)

Termination Notification
Regtil reninnts

Termination Notice must be given
to Cnmmlaalonur

Cancellation for cause after first
60 dnya - must be on a form which
.satisfies state requirements

None

Termination Notice must be given
to CominlBHloner

Notice of termination of new busi—
ness (first 6 months of policy
perlud) are to be given to Utironu
of~ lnun. Reap.

Insurer must notify Dept, of Public
Safety within 5 dnya after effec—
tive date uf caiuullatlon

Fine up to $100

Suspension of license
ufter at-faolt accident

1) Class C Misdemeanor -
fine to $500 or Jail
sentence up to 3 months
2) Fine not more tliiiu
$1,000

Hlademeanor, Fine nut less
than $300 nor more thim
$1,000.

Hay bs imprisoned for not
more than six months

Hlademeanor and subject to
revncntlon of license and/
or vehicle registration.
Fine up to $1,000 und/or
up to one yr, Impriaunment

Guilty ol n niliidcmannor



Stale

HAWALI

IDAHO

KANSAS

KENTUCKY

MARYLAND

Linlilllty
LImlto

25/Un-
limlted/
10

10/20/5

15/30/5

10/20/5

20/40/5

Year
Effective

1974

1975

1974

1975

1971

TABLE 1V

COHPUI.SuKY LIABILITY INSURANCE

Certlf icutlnit
Nut]ulrudl

Proof of Inaursnca tu-

qulrud Vlien car la regis—

tered, Solf-curtlflcd-

tion la pnmlttcdi (Prmif

of 1iuailtThlca carda die
provided -

Host display cutllfictlta

uf Inuutil.Tca to County
Auauaaut rit title Uf td-
glstrut tail

Yum - ualf-curtlficutlon
ut tine of registration
(ID curda ure provlduil)

Yen - aulf-certlfcutlnn
nt tlino nf ruglutrntinn

Yeu - certification of
vuglutracion will nut
liu luntied until owner
prodncun uotlufactory
evidence that specified
uuciirlty In In uffuct.
Self-curtlflcutlon In
In ufl*uct

Veriflent lon
P ruprnia

None nt prusurtt

Nuiiu at pruuunt

Yea - negutlvu vur-

ificatlun prucaduro
(20 duy notice)

Nuiiu at pruuunt

Random verification
poslilvu procedure

Tui inluutluu Notification
Hui|ii Lrumi"iitH
Termination nuticu must be slv
County Dir. und Police Chief ol

appropriate cuunly of registra—
tion prior to dutu of termination

Inuurors muut notify Dept, of Luw
Enforcement wltliln auven days of
thiu cuncellatlun duto. Insurers
munt uecure approval of Dir, of
Luw Enforcement before cancel—
ling during firm 90 days after
certlflcutlon

Nuticu of Termination (uxctp for
nou-puy) muut be ucnt to Dir. of
Motor Velilcluu who may the";
revoke reglutrutlon

Nona

Inai.jra are to Itmuudlatuly noti—
fy the Adminlairiitor uf lupuo In
coverugu, uo cerilflcutu uf
reglutrut lon can lot unapunded

Pena 11leu

Subject to following:

Elite not to exceed $1,000
30 days liupr Imminent, lona
uf license or regletratlon
or combination of penultluu

Guilty of u raludcmcoiiur
to either operate u motor
vehicle without tliu re—
quired uucurlty or to
falulfy u certlficuto of
11ubl 1 InHuruuuu

Guilt, of CluHe C Nlade-
mcanor. Max. penalty $500
fluo und one mouth Jail
sentence

Shall he fined not less
than $50 nur more than $500

Guilty of a mludtnnuiinur -
f*uu nut mure tliun $500,
Llranuu & Vehicle uutipun-
iilon up to $40 puiialty
usueiiued liy Mutor Vehlclu
Admln 1st rut Inn



Stale

HAWATI

IDAHO

KANSAS

KENTUCKY

HAMYT.ANT)

Lialil 1tty
1.1ttt

25/Un-
1lot ted/
10

10/20/5

15/30/5

10/20/5

20/40/5

Your
Kffuctlve

1974

1975

1974

1975

1971

fAW.it D/

COMPULSORY ILIAHILITY INMIHANCK

Vetlflent lon
I'tnjjruu

Certification
required?

Prnuf of inaurunce re—
quired when cur ii refla—
tered. Salf-cartlflcu-
tion Is permitted. (Proof
of Inuurancu curda uru
provided"®

Nona at pruauut

Moat dInplny certificate
of Inuurancu to County
Auauuuor nt tlmu of ru-
glat ration

Nonu at pruuunt

Yum - uulf-ccrtificutlon
at time uf reglutrutlon
(10 curdu uru prnvidud)

Yea - negative ver—
ification prucuduru
(20 day notice)

Yuo - uulf-curtifcutlun
at tliwu of reglutrutlon

Hone at preuent

Kandoiu verification
pualtlvu proceduru

You - curtlflcutlon of
ruttlutration wll 1 not
tiu ivauud until nwnur
producua untlufuctnry
uvlduncu tlint upcclflud
uocurlty la In ulfuct.
Solf-curtlflcutlon la
In ufl*uct

Turiulnuttun Notification
Huiulrilueniri

Termination nuticu muat be given
County Dir. und Police Chief of
appropriate county of rcgiatru-
tton prior to dutc uf termination

Inaururu oiuut notify Dept, of Luw
Knforcoraunt within seven dayu of
the cancellation date. Insurers
muut uecuru approval of Olr, of
I.uwv enforcement befora cancel —
ling during flruL 90 dayu after
certification

Notlco of Termination (except far
nun-puy) muut be aunt to Dir. of
Motor Vchlcluu who may then
revoke reglatrutlon

None

Inuureiru are to Immediately noti—
fy the AdmiInlotrutor uf lupuo In
coverage, an certificate uf
reglutration cult bu auapemlud

Punnttioii

Subject to following:

Fine not to exceed $1,000
30 dayu ImpriMonmciit, loan
uf Ucenue or reglutration
or combination of penultluu

Cullty uf a mludemeuuor
to olther operule u molor
vehicle without the re—
quired uecurlty or lo
fulally u certificate of
Iluhlllty Inuurauce

Cullty of Cluuu C Illudu-
meunor. Max. penalty $500
flnu und one month jail
oentunco

Shall bu fined not laae
than $50 nor mure than $500

Cullty of a mludemuunor -
flnu not more than $500.
I.lcunuu 6 Vehicle uuapun-
ulon op to $40 pcuully
uaueuucd by Muter Vehicle
AdmInlatrutlon



Stnte

HASSACIIUSELTS

MICHIGAN

MINNESOTA

NEVADA

NEW JERSEY

Liability
I.Inl to

5/10/5

20/40/10

25/50/10

15/30/5

15/30/5

Year
Ef fuctlve

1927

1973

1975

1974

1973

TAULE
COMPULSORY 1.1ABI

Certlf Icatlon
Require *?

Yes - oust liava certifi—
cate of Inaurunce when
regluteriug motor vehicle

You - muut have proof uf
Inuurancu ut time of reg-
lutration. Utilization of
ID curd permitted when
ruglututlug In peruon.
Self-certlflcatlon per—
mitted when regluturlng
by mail

Yeu - uelf-certlficutlon
at time of reglutration

Yuu - uelf-cortlflcatioii
ut time of reglutrutlon

Yeu - muut uulf certify Iit
time of regiulLrution. Aluo
muut ulinw proof of Inuurnnco
at time of vehicle tnnpuc-
tlun - ID enrdu provided

v

LITY INSURANCE

Verification
Program

None at prcacnt

None at nrcuunl

Random verifica—
tion

None at pruuunt

None ut preuent

Termination Notification
Rcqo lrumuiitH

When policy la cancelled, copy
la dent to Motor Vehicle ftegla-
trur who then revoked regle-
trutlun or uaku for recertlfi-
cutlon

None

Inuurar meat notify Comm, of
Public Sufety uf policy can-
ccllutlun within 30 duya of
cuvorugc expiration. (Termi—
nation nftor 60 dnya for non-
puy. of premium lu not cou-
ulruud uu cancellation.)

None

Notice uf termination meat lie
given to Kotor Vehicle Depart—
ment If pulley lu cancallud
within b muntliu ol orlgtnul
effective dutu

Penaltlea

No penaltlea provldud except
for forging certificate (Up
to $1,000 flnu and/or up lo
one year 1° Jail.)

Elne not leua than $100
nor more than $500 and/or
Imprlaunmunt for not more
than one year

«
Guilty of a mlademuunor und
will be diibjcct to 1lc. and/
or veil, reglutration revo—
cation for a period uf not
Icuu than 6 monlha

Nonu

Fine nut lcuu than $50 nor
more tliun $200 und/or Im-
prlannmunt for a term of not
luau than 30 dayu nor more
than 3 mnntha. Muut aluo fur
fult right to uperatu a moio
vehicle fur 6 iikiu. Suhueipien
conviction ruuullu In 3 mou.
Imprluonmi*iit and forfeiture
uf right to opurale u motor
vehicle tor 2 ye.nu



Llability

Stnln Limits

NEW YORK 10/20/5
i

NORTH
CAKOI . INA 15/30/5
NORTH
DAKOTA 10/20/5
OKUT10MA 5/10/5
PENNSYLVANIA 15/30/5

Year
Effective

1957

1958

1976

1976

1975

L ortIftcACimn
Itcqiilml 7

Yea - muut have proof of
financial respuna:. I>11 1ty
when registering notor
vehicle - 10 cardu. tire
provided. Self-certifi—
cation la permitted

Yes - uelf-certlfllealiun
at time of ruglulirutlou.
However, Comuluulnner
any reiluire owner to
produce record of finan—
cial reuponulbillty

You - uelf-curtlficutlon
at time nf registration

You - oelf-certlficatlon
at time of ruglutrutiun

Yea - uuli"-certlfleatlon
ut time ol reglutratInn
ID cardu oru provided

TAHITI IV

LIABILITY INSURANCE

Verlflent Inn
I’rogrnm

Yeti - random verifi—
cation; negative pro—
cedure (30 day nolice)
Specific verlflcuLlun;
positive procedure (20
day notice)

Yen - negative verifi—
cation procedure (20
day notice)

Yeu - random verifi—
cation

Yes - negatlvu verlfl-
catloil procedure (30
duy notice)

Yeu - negatlvu verifi—
cation procaduro

Tuiralnnllon Hot Il lent lon
Heqgnl iementn

None

Nuticu uf terminal lon innal
he given lu Department of
Motor Vehicles "fnrlhwllh"

None

Caneullullun notices must
he aunt In Dcpurtiucnt of
I"ulillc Safety

Notice of termination muut
lie given to lunn. Dept, of
Trunuportutlou within first
6 mua. of n nuw liuuluess
pollcy

[
t
I'cunl 1lea
I’'lI"-e not less than $100 nor
wore .than $1,000 and/or he

imprlooned fur not more than
one year. Revocation nf li—
cense and/or registration for
nna year. Aluo possible Im—
pounding nf vehicle. Alsu civil
pennlty el up to $300 usHesued
and collected liy Motor Vehicle
Department

60 dayu rngluLrallon biispou-
nlon and iniuuMilo Impuel lion
uf luludcweauor penalties

Ilevueulloa of registration

$100 flue

(@inllcy of a misdemeanor which
will result lu a flnu uf lint
less than $10(1 or mure tlinn

$500 nr may lie Imprisoned fur
not wore than 6 wos. or liotli



Slalu

SOUTH
CALIUL. INA

UTAH

SOURCE:

1lulill 1ly Year
1. 1ul til Effective
1b/30/5 1%)74
15/30/5 1974

Tuuuruncu HNupurliuuiil, Slulu
Amur lcuu
Vurlnuu Scute Stutuluu.

Inuurancu Auuuc lul ull,

TAIH.E 1V

CUNIHLSOIlY  L1AITLITY [HHINIANCK

Vurlf Iciil loo
Program

Curt Iflcallon
Heiiulroil?

Yea - uulf-certillcution Kaodoiu verlflcution

at time uf registration

You - uul f-curt If lout lull
ut Himu uf ruglutrutlun.
Shall lie requlred to ex-
till*It uvl “uncu of sectul-
ty lining In efluct uu u
condition lo ulilndn
Ilronue platu fur uufuty
Inspection. Evidence may
hu In form of 1) card

Ilandum verification

uf Aikunuuu.
Fluw Yurk.

Termination Motif lentlun
rtequlremeiltu

Notlficutlon of the lupuu or ter-
minutlon of Inuurunce muut he
given to tliu Chief Highway Cuui-
mtuutoner ulthin 10 days fol—
lowing effective dale of cun-
CulluClon

Hunu

I'eual tlua
Cullty of a wluduuiuunur, con—
viction of which will rudult

lu a fine of nut woru thuu
$100 or imprisonment fur not
more than 30 dayu, aluo 30
days license suspend lon.
Making fuluu utateiiunt nu to
Iliuuruncu Is u misdemeanor
and will ruuolL In a fine not
Icuu than $50 nor more than
$100 or imprluonuiuiu far out
Icuu than 10 dayu nor uiuru
“than 30 days. Aluo,convict lon
will ruuult In rovocuilou of
lie. und dunlul uf reglutra-
clon far 6 months

Cullty of a misdemeanor und
ludu of Ilcenuu ui.j/ur reg-
letrat lull (Attorney Cunurul
lias ruled tliut false affir—
ms1llon of Inuiiruneu ut tliw
uf registration will hu
truutud us a full v.3



TABLE V

PRIVATE PASSENGER AUTOMOBILE PREMIUM COMPARISONS*

STATE

COMPANY COVERAGE WRK ~COL %0 " «=C0\N “FLA <0KL "KANSAS®™ 8GEORGIA 9S.C.
10/20/10 15/30/10 10/20/10 20/40/10 10/20/10 10/20/10 15/30/10 10/20/10 15/30/10

150 Liability =143 117 166 232 NA 135 105 128 153

Comp. 36 45 48 38 36 54 30 29

Coll. 121 119 171 152 102 90 116 95

Total 300 281 385 422 273 249 274 277

ALL STATE Liability 130 111 171 215 120 104 93 104 113

Comp. 27 30 37 43 16 32 54 29 28

Coll. 74 61 99 132 47 71 68 80 69

Total 231 202 307 390 183 207 215 213 205

STATE FARM GROUP Liability 99 93 127 NA 96 87 75 93 118

Comp. 18 30 32 18 32 51 20 20

Coll. 58 73 107 54 68 72 90 60

Total 175 196 266 168 187 198 203 198

SOURCE: Insurance Services Office

1. Little Rock Territory 5. Orlando Territory 9. Columbia Territory
2. Denver Territory 6. Tulsa Territory

3. Kansas City Territory 7. Wichita Territory

A. Hartford Territory 8. Atlanta Territory

AComparison of pleasure use, no youthful operator, annual premiums, physical damage, $50 deductible, comprehensive
and $100 deductible collision.
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COMPULSORY MOTOR VEHICLE INSURANCE
Summary

~Twenty-five states have adopted compulsory motor
vehicle liability insurance laws. Massachusetts was
the first state "to adopt such a law in 1925. Most of
the other state laws_ have been adopted since 1970,
Several bills providing for compulsory insurance have
been introduced in the Illinois General Assembly since
1970, but ncne have been adopted.

Arvid Hammers

SFn|or Research Associate
cle



Compulsory liability insurance laws require ail owners of
motor vehicles to prove ‘and maintain liability insurance as a
condition for registering their vehicles, .Such insurance has
long been urged as a solution to the problem of the financially
irresponsible motorist. The insurance industry estimates that
approximately 83 percent of all motorists in the United States
are insured, but that large numbers of drivers continue to operate
vehicles without liability insurance.

The frrst state to adopt compulsory motor vehicle insurance
was Massachusetts in 1925. Currently, 25 states have compulsory
liability insurance laws. In all but three states— Massachusefts,
New York, and North Carolina— these laws were adopted after 1970,

~The following table shows the 25 states which have compulsory
liability insurance laws, the minimum liability insurance coverage
required, and the penalties for driving an automobile without the
required insurance.

Arguments For Compulsory Insurance

Those favoring compulsory insurance point out that where vol-
untary automobile insurance coverage is h|%1h, the addition of a
relatively small number, estimated variously from 5 to 15 percent,

to the ranks of the insureds should not raiSe the rates of the
drivers who are already insured.

The protection provided all drivers under compulsory insurance
would outweigh the financial outlay which would be required of those
motorists who have no insurance.

Administrative problems which might result because of compul-
sory insurance should not be a justification for not haring such
insurance. Administrative probfems can be worked out once the
program is started.

_ Compulsory insurance need not have a detrimental effect on
insurance companies. If the minimum rates are set at levels that
will assure reasonable operating profits, the existiug system for
marketing and servicing insurance can remain unchanged.

Compulsion is an element that is inherent in any plan to com-
bat the financially irresponsible motorist. Compulsory insurance
provides a direct answer while other approaches are covert methods
of forcing motorists to have insurance. If it is wise to establish
financial responsibility after an accident, why not before?

~Only through compulsaory insui‘ance will there be any substantial
elimination of the possibility of lack of compensation Tor wrongful
injuries in automobile accidents.



Compulsory Liability Insurance Coverage Requirements and Penalties

State
California

C'olorad d
Connecticut
Delaware
Florida

Georgia
Hawall
ldaho
Kansas
Kentucky

Louisiana
Maryland
Massachusetts

Michigan
Minnesota

Nevada

New Jersey
New York
North Carolina
North Dakota
Oklahoma
QOregon _
Pennsylvania

South "Carolina
Utah

Reauired Minimum Coverage*

$15,000/30,000/ 5,000

15,000/30,000/ 5,000
15,000/30,000/ 5,000

5,000/10,000/ 5,000
15,000/30,000/ 5,000
15,000/30,000/ 5,000
15,000/30,000/ 5,000
10,000/20,000/ 5,000

Penalties**

fine not exceeding $100
for each offense

misdemeanor

misdemeanor

$150-31,000 fine

license susoendea

misdemeanor
$.100-31,000 fine
misdemeanor
misdemeanor
$50-3500 fine

misdemeanor, suspen-
~sion of license
fine ug to $100
$100-3500 fine or im-
prisonment for up
1o 1 year
misdemeanor
misdemeanor

unlawful o%eraUOn of
motor vehicle
$50-3200 fine or im-
prisonment from 30
days to 3 months
misdemeanor
misdemeanor
registration revoked

fine up to $100 and
_suspension of License
license suspended
misdemeanor

misdemeanor

misdemeanor

{The first figure is the minimum coverage for bodily injury t.f death to one per-

son, the second figure is the minimum coverage for bod

y injury or death to two

or more persons in the same accident, and the third figure iS the minimum cover-

age for pro
*gThe pe%al?y

erty

e
riving without the required liability insurance.
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Compulsory automobile insurance of general application is merely
an extension of earlier laws requiring a_ShOWInﬁ of financial respon-
sibility for such classes as young motorists, the owners and opera-
tors of buses, taxicabs, car rental services, and the like.

_ A Gallup Poll taken on the question of compulsory automobile
insurance in 1965 (There has been no subsequent poll.y indicated

that a majority of ‘the nation's adults favored such legislation.

The nationwide” findings were as follows: 53 percent favored com-
gulsory legislation; 42 gercent opposed such laws; and 5 percent

ad no opinion (Chicago Sun-Times, Sept. 10, 1966).

Agruments Against Compulsory Insurance

One basic general objection to_compulsor¥ automobile insurance
advanced by its opponents is the claim that it involves an undesir-
able degree of regimentation and a danger of the socialization of
the insurance business. In connection with tne issue of sociali-
zation, those who resist compulsory insurance proposals maintain
that political pressure to keep prémium rates low will combine with
a rising curve of losses and jury verdicts attributable to the com-
pulsory laws to drive the private carriers out of the automobile
Iuablllty field, and to install state insurance funds in their
place.

Another fundamental argument of those who oppose compulsory
laws is that, even among those who are unW[Hln% or unable to buy
insurance, the careless driver is decidely i.. the minority, and that
compulsory laws would force the many who are careful to buy insur-
ance because of the few who are careless.

Another argument against compulsory laws is that motorists
who are coerced into purchasing insurance will, out of resentment
or perhaps a false sense of security induced by the compulsory law,
restrict their buy|n% of coverages ‘to the minimums specified ‘in the
law, and will not hother to provide themselves with such "extras"
?5 m§d|cal coverage and high personal injury and property damage
imits.

_ Another frequently invoked contention against compulsory laws
is that the required protection against uninsured motorists now
provided b¥ insurance carriers has obviated much of the alleged
necessity for compulsory liability automobile insurance.

Recent Illinois Legislation
There hive been a number of bills introduced in the I[llinois

General Assembly since 1971 to adopt compulsory mor.or vehicle insur-
ance. None of these bills have heen adopted.



5

_ 1972, HB 4344 would have provided for no-fault motor vehicle
insurance and motorists would have had to show proof of liability
insurance coverage when registering their motor vehicle. The
minimum liability insurancé required would have been $10,000 for
injury or death ‘of cne person in any accident and $100,000 for
two 0T more persons in any one accident. Minimum property damage
would have been $5,000. riving a motor vehicle without t
required insurance would have been a misdemeanor. The b

tabled in House committee.

Do —h

h
I was

1973, Two similar bills were introduced in 1973 to require
compulsory motor vehicle insurance. HB's 243 and 317 would have
required every motorist in the state to shew proof of liability
insurance when registering their motor vehicle. The minimum [ia-
bility insurance required would have been $20,000 for injury or
death’ to one person in an accident and $40,000 for two or more
gersons in an accident. Minimum property damage would have been

5,000. No penalties were provided for motorists driving without
the required insurance. Both bills died in the House committee.

1974, Two bills, HB's 950 and 2414 were introduced to provide
compulsory motor vehicle insurance. HB 950 would have required at
least $25,000 minimum coverage for any one accident for injury, death
and property damage., Driving without™ the required insurance would
have heen a petty offense and the driver's license would have been
revoked. HB 2414 would have required proof of liability insurance
as a requirement for motor vehicle re%Jstrat|on. No minimum lia-
bility coverage requirements or penalties were specified. 3otn
bills d'ied in House committee.

1975, Two similar bills, SB 1500 and HB 3062 were introduced
to require proof of minimum liability insurancs when re8|ster|n
motor vehicles. The minimum coverage in both was $10,000/20,000/
5,000. Neither bill specified ang penalties for driving without
the required minimum insurance. B 1500 passed the Senate but
died in House committee in 1976. HB 3062 passed the House but
died in Senate committee in 1976,

1977.  Seven bills, SB's 409, 840, 1113, and HB's 545, 634,
928, and 1234, were introduced to provide for compulsory motor
vehicle insurance.

_ SB's 409 and 304 were similar and required proof of liability
insurance and uninsured motorist coverage as a condition of motor
vehicle re?|strat|on. The bills did no _SﬁECIfy minimum coverage
requirements nor penalties for driving without ‘the required insur-
ance. Both bills died in Senate committee

. HB 545 would have required proof cf liability insurance and
uninsured motorist coverage as a condition for maotor vehicle reg-
istration. The bill did not specify minimum liability coverage
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limits. However, the bill did provide penaltie _
out the required insurance. Driving without the required insurance
would have been a Class A misdemeanor and the driver would have

been subject to suspension of his driver's license for up to 90 days
The bill "'died in House Committee.

s for driving with-

~ HB 928 would have required proof of liability insurance and
uninsured motorist coverageas a condition of motor vehicle regis-
tration. The bill providedminimum liability insurance coverage of
$20,000/50,000. Property dama?e limits weré not specified. he
penalties for driving without the required insurance would have been
the same as these provided in HB 545 summarised above. The Dbil
died in House committee.

~ HB 1234 would have requiredproof of liability insurance and
uninsured motorist coverageas a condition of motor vehicle regis-
tration. The liability insurance limits would have been $10,000/
2,000/5,000, The penalty for driving without the required insur-
ance would have been a Class A misdemeanor. The bill passed the
House but was tabled in Senate committee.

SB 1113 would have required pro
a condition of motor vehicle reglstr
limits would have been $10,000/20,00
have required other coverage such as f
income continuation, survivors' benefits, and funeral expenses.
The penalty for driving without the required insurance would have
been a Class C misdemeanor and the driver would have been subject
to having his license and registration revoked. The bill died in
Senate committee.

f of liability insurance as
tion. The minimum .liability
4 000. The bill also would

0
a
0/5

%r medical and hospital

~ HB 634 would have required proof of liability insurance and
uninsured motorist coverage as a condition of mofor vehicle regis-
tration. The minimum liability limits would have been $10,000
20,000/5,000. The penalties provided were the same as these pro-
y|d%ﬂ bﬁ HB 545 summarised above. This bill died on third reading
in the House.

1978. HB 2614 would have required proof of liability insur-
ance and uninsured motorist coverage as a condition of motor vehicle
reqistration. The liability insurance limits would have been
$10,000/20,000/5,000. Operation of a _motor vehicle without_the
required insurance would have been a Class A misdemeanor. The bill
died in House committee.

1979, Thrae bills have been introduced to require minimum
liability insurance as a condition of motor vehicle registration,

SB 51 would require fH|nq of proof of insurance coverage as
a prerequisite for motor vehicle registration. No minimum liability
insurance coverage limits or penalties are specific in the bill.

The bill is in Senate committee.
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HB 206 would have required filingproof ~of insurance coverage

as a prerequisite to motor vehicle registration. Minimumliabilrty

|nsurance_covera%e would be $10,000/20,000/5,000. Drnung a motof
vehicle without the required insurance would be a Class Amisde-

meanor. The bill passed the House andis in the Senate.

H3 406 woul

_ \ rovide for compulsory no fault motor vehicle
insurance wh 8 I

t

S

o% d include minimum liability insurance limits
[5,000. The penalty for operation of a motor

he required insurance IS revocation or suspension
icense and registration.

d

Ich w

of $10,000/20,000

vehicle withou }
r

of the drive

Sources

%He Insurance Law Reporter";

0
[Ilinois Legislative Counci' File 6-923, "Compulsory Motor Vehicle

Commerce Cleann% House, "Autom
0
Insurance Laws," 1963.



ILLINOIS LEGISLATIVE COUNCIL
Scringfield, Illinois 62706

File 3-337 V."MB:bg
November 27, 1973

CURRENT STﬁE ? 0 NO-F?

E INSURANCE
SLATION S

U
G
Summary

As of November 1973, 24 States have no-
fault automobile insurance statutes that allow
first party benefits to be paid without fault
Sixteen States have a complete, mandatory in-
surance program, and eight Stares use first
party insurance coveragée either on an optional
or mandatory basis, but do not bar tort actions
for recovery of damages for personal injuries.
Summaries of the 24 State laws follow.

* * *

. As of November 1973, 24 States have some sort of nc-fault auto-
mobile insurance program. Sixteen States have a mandatory scheme
of insurance, and eight States share one or mere features of no-
fault insurance on an optional or mandatory basis. No-faalt auto-
mobile insurance is protection the Rpl|cyholder receives from his
ov.u insurance company compensating nim for the medical expenses,
loss of income, and Similar economic losses he suffers as a result
of a motor vehicle accident, whether or not he was in any way to
blame for the mishap, . In_return for this first Pﬁrty coverage, the
Rol|cy holder loses his right to bring a-tort action” to the extent

e has received compensation under the no-fault insurance program.

. The salient features of a no-fault program are: gl) mandatory
first party insurance covera.ge, (2) the elimination of fault concepts
for granting this first party coverage, and (3) a limitation upon

the right tc of the injured partxﬂto bring a tort action to recover
damages for personal injuries. Many State programs have what are
called "thresholds,” that is, maximum dollar amounts under which no
suit may be brought, and over which a tort suit may be instituted.
The "threshold" may also proh'.bit the bringing of tertain kinds of
suits, such as thoSe seeking to recover money damages for pain and

This memorandum has been preﬁared as part of the vresearch services

rendered to  members of the General Assembly by the staff of the
[ITinois Legislative Council.



suffering incurred from the automobile accident* Damage t

or personal property is no- recoverable under any of the " c-=r:
programs; tort suits must be brought to recover damage for repai
cars, replacing telephone poles, etc

Sixteen Stares emplo¥ all of the above features of nc-:au *
automobile insurance, All drivers must carry this firso part./
insurance, and certain tort actions are barred up to a certain
money amount. These 16 States are;

Colorado Michigan
Connecticut Minnesota
Florida Nevada
Georgia New Jersev
Hawai i New York
Kansas North Dakota
Kentucky Pennsylvania
Massachusetts Utah

Sight States allow insurers to offer first partﬁ benefits
coverage on an optional or mandatory basis. Since the policyholder
IS sometimes net required to purchase this kind of insurance, he is
not barred in any way from br.aglng tort actions of any_kind in any
amount for recovery of damages Tor Rersonal injuries. "~ The amount
the claimant receives in benefits, however, may be subtracted from
any later amount awarded in a tort suit. Like the 16 mandatory
States, the eight oPtlonaI States leave the recovery for progerty
damage entirely UP 0 the tort system. Four of these eig.ut States
require that first party insurance be purchased but they do not bar
tort suits to supplement the insurance payments. These are the
eight States:

Arkansas South Carolina
Delaware South Dakota
Maryland Texas .

Oregon Virginia

Mandatory States
Colorado

Colorado's Auto Accident Reparations Act was_aBproved May 25
1973, and became effective April ‘1, 1974, Tort lianility for genera
damages is restricted by a $500 threshold for medical and rehabilita
tion “costs. Injury resulting in permanent disfigurement, permanent

disability, dismemberment, death, or loss of earfnings for more than

2 weeks which is not .compensated by an applicable tomplying policy

are also grounds for suing in tort.



No-fault coverage is required of all owners of all vehic_es
excepr cpsracors of motorcycles, motorsccoters, motorbikes, show-
mobiles and other vehicles ‘designed primarily for cff-the-road use.
Liability insurance wiuh limits of $15,000 per person and 330,000
per accident for bodily injury and 35000 for property damage .is
re3U|red. First-party” benefits include up to £25,000° for medical
and an additional $25,000 for rehabilitation costs; 100 percent of
wages lost up to $125 per week for one year; reglacement_serV|ces _
at "a rate of $15 per day for one year; and $1000 in survivor benefics
which are paid to the victim's estate. Benefits are primary except
workmen's compensation is deducted.

Connecticut

Connecticut's no-fault law was aggroved May 19, 1972, and be-
came effective beginning January 1, 1973. Pursuant to the law an
accident victim may not sue in tort for ﬁeneral damages unless his
medical expenses exceed $400; or unless Nhe suffered & permanent in-
jury, permanent loss of a bodily function, a bene fracture, perma-
nent, significant disfigurement, dismemberment, or death.

~This coverage is required for all vehicles exce%t motorcycles.
Liability insurance of at least $20,000 per person, $40,000 pér
accident for bodily injury and $5000 for property damage is also
required in Connecticut.

_ There is a $5,000 overall maximum on first-party benefits which
include coverage of medical costs, lost wages, replac. menu services
and survivors' benefits as well as funeral expenses.

The benefits are primary, but workmen's compensation is deducted

A

The Florida Automobile Reparations Reform Act was approved
June 24, 1971, and took effect January 1, 1972 and was extensively
revised in June of 1976. The current version became effective
October 1, 1976.

A vic-t-im, cannot sue in tort for general dama?es unless his in-
ury results in loss of a body member, permanent Toss of a bodily
unction, ?ermanent injury other than scarring or disfigurement
ignificant permanent scarring or disfigurement, a serious non-
ermanent injury th;\t has a material béaring on the |nyued 8erson%

S
g ility to resume normal activity during most or all of the 90 days
following the accident, or death.

All private passenger vehicles must carry first-party coverage.
Motorists must also carrg bodily injury liability coverage with
limits of at least $10,000 per person and $20,000 per accidenr ar.d
groqerty damage liability with & limit of at least $5,000 per acci-

ent.



Firsc-party no-'fault benefits have an overall lin.it of 53,000
and provide coverage for ir.edical costs, vaca less, replacement
services, and funeral costs. Survivors' benefits are not included,
but S1,000 for funeral expenses is provided, The benefits are
primary except that workmen's compensation is deducted.

Georgia

The Geor%ia Motor Vehicle Accident Reparations .Act was enacted
February 28, 1974, and took effect March 1, 1975,

In Gelor ia, an. accident victim cannot sue in tort for general

damages unless the reasonable value of mjedical costs exceeds $500;
he is disabled 10 consecutive days; or his injuries result in death,
Eli fractfuredb %q?e, permanent disfigurement, dismemberment, permanent
0ss of a bodi

function, or permanent parti:.! or total loss of

sight or hearing.

_ Vehicles with four or more wheels must be secured by no-fault
insurance. Liability coverage with limits of $10,000 per person and
$20,000 per accident for bodily injury and $5,000 for property
damage is required.

The first-party no-fault benefits have an overall maximum of
$5,000 and cover medical costs up to $2500, wage less up to S200
per week, replacement services at a rate of %2 Ber day, and sur-
vivors' benefits and funeral expenses up to $1500. Auto insurance
benefits are primary under Georgia law, and no-fault benefits are
not reduced by amounts received "under workmen's compensation or
other benefit plans.

Hawaii

The Hawaii Motor Vehicle Reparations Act was approved May 31,
1973, and became effective September 1, 1974,

Victims may not sue in tort for ﬁeneral damages. unless medical
and rehabilitation costs exceed the threshold established annually
by the State insurance commissioner; or unless the injured person
dies; the mlury results in a significant permanent loss of use of e
part or funct "m of the body; or causes permanent and serious dis-
figurement wh h results in"subjection of the injured person to
mental or emotional suffering.

The insurance is compulsory for
Owners of vehicles with less than fo
to bux_the no-fault c_overa(ie with a
Liability coverage witn a Timit of §
jury and $10,000 per accident for pr

all reqwtered motor vehicles.

ur wheels, however, are allowed

deductible of $1000 per accident,
25,000 per person for bodily in-
operty damage is required.



. There is 315,000 overall maximum cr. r.c-fauit firsr-party bene-
fits which cover medical costs, wa]qe loss, replacement services and
survivors' and funeral benefits. he benefits are secondary to
workmen's compensation, Social Security, or public assistance.

Kana.c

The original
proved April 11,
lature reenacted

1
f
the treatment of t
proved February 13

Kansas Automobile Injury Reparations Act was ap-
973, and took effect JanuarK 1, 1974, The Ie_?|s-
he law with major changes that deal mainly with
he out-of-State motorist. This new law was ap-
, 1974, and became effective February 22, 1974

Under the law, an accident victim cannot sue in tort for general
damages in a liability suit unless medical costs exceed S$300, or the
injury results in permanent dl_sflgurement' fracture to a weight-
bearlnq bone: a compound comminuted, displaced, or compressed frac-
ture; Toss of a body member, permanent injury; permanent less of a
body function or death.

All private passenger vehicle oqwners must carry coverage.
torcgcle coverage Is ogtmnal. Liability coverage with limits of
15,000 per person and 530,000 per accident for bodily injury and
5.080 for property damage is required. The law re?uwes non-
e
ene

0

sidents to provide liability insurance including first-party
fits as a condition of use of the Kansas highways,

No-fault benefits cover medical costs up to 52000, rehabilitation
costs up to 32000, lost wages of up to 5650 per month for one year,
replacement services at the rate of 512 per day for a year and sur-
vivors' benefits at the rates for wage loss and replacement services
benefits. Funeral benefits of 51000 "are also provided. The henefits
are primary except workmen's compensation is deducted.

Kentucky

The Kentucky law was enacted April 2, 1974, and became effective
July 1, 1975 In Kentucky an auto accident victim cannot sue in tort
for  general damages unless his medical expenses exceed 5.1000 or his
injuries result in a permanent disfigurement; fracture of a weight
bearmg} bone; a compound comminuted displaced, or compressed fracture;
loss of a body member; permanent |n_‘ury within reasonable medical
probability; permanent loss of bodily function; or death.  An acci-
dent victim is not bound by this restriction of his tort rights if
(1) he has reée_cted the no-fault system in writing, or (2) he is,
injured by a driver who has rejected the no-fault system in writing.



_ All vehicles must carry cov_eragi_e, but motorcgcle coverage is

ogtlonal. Liability coverage with Timirs of 310,000 per perSon and
320.000 per accident for bodily injury and 33,000 per accident for
pro

perty damage is required for all vehicles,

There is an overall maximum of 510,000 or. first-party oer.efios
wn:ch cover medical costs, vace loss up to 5200 per week,” replace-
ment services up to 5200 Ber week, survivors' benefits at wage loss
and replacement services benefit levels, and funeral benefits of
51,000. The benefits are_PHmary except that workmen's compensation
and Social Security benefits are subtracted.

Massachusetts

The Massachusetts no-fauit law was the first in the United
States to limit tort recovery. It was enacted August 13, 1970- and
became effective January I, 1971, In Massachusetfs an accident
victim may not sue in tort for general damages unless his medical
expenditures exceed 5500 or his injuries consist of a fracture or
aestjhlt in dismemberment, disfigurement, loss of sight or hearing, or
eath.

All motor vehicles and trailers except certain motor carriers
are covered b¥ the no-fault law. Liability insurance is compulsory
with limits of at least 55,000 per Person, >10,000 per accident for
bodily injury and 55,000 for property damage.

The no-fault coverage has a 52,000 overall maximum limit on
benefits which include medical costs, wages lost, replacement ser-
vices, funeral costs but not survivors' Denefits. The benefits are
primary, except work loss is reduced by the amount payable under
wage continuation programs.

Michigan

The Michigan no-fault law was enacted October 31, 1972, and be-
came effective October 1, 1973. Accident victims cannot sue in tort
for non-economic damages unless the injuries result in death, serious
impairment of a body function or permanent serious disfigurement.

All motor vehicles with more than 2 wheels are covered under
the law. Liability insurance is compulsory, with limits of at least
520.000 per person, 340,000 per accident for bodily injury and 510,000
rcr property damage.

The no-fault medical benefits ar
henefits also cover wa?e loss up to 5
replacement services at a rate of 512
vors' benefits uo to 51,000 oer month

unlimited, and first-party

295 per month for 3 years,

per day for 3 years, survi-
or 3 vears and funeral benefits
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0

f



of 31,000. The benefits are primary except as cc bhenefits era . 'idee
under State or federal law; bum insureds may elect: ac have their
health insurance coverage coordinated with, “rather than duplicated
by auto insurance benefits for medical expense

Minnesota

On April 11, 1974, Minnesota enacted its No-Fault Automobile
Insurance Act, which became effective January 1, 1975. An auto .
accident victim cannot sue in tort for %eneral damages unless his
medical expenses exceed $2,000; he has o0 days of disability; or

letﬁnjury results in permanent disfigurement, permanent injury, or
eath.

All owners of vehicles with four or more wheels must carry no-
fault coverage. Liability coveraqe with limits of $25,000 per person
and $50,000 per accident for bodi [n{ury and 510,000 for proPerty
damﬁge Is required. Uninsured motorist coverage with limits ¢
$25,000 per person and $50,000 per accident is alsorequired.

First-party benefits have a maximum of $10,000for benefits
other than medical. These cover wa?e xosr up to $200 per week, re-
placement services at the rate of $I5 per lay, survivors' benefits
of up to $400 per week and funeral benefits "0f51,250. Medical
benefits have a maximum of $20,000.

Benefits are primary except that workmen's compensation is
deducted.

Nevada

Nevada's no-fault law was enacted April 24, 1973, and became
effective February 1, 1974, An accident victim cannot sue in tort
for general damages unless his medical ex'penses exceed $750 or his
Injury results in chronic or permanent injury, permanent partial or
permanent total disability, disfigurement, more than 130 days of
inability to work, fracture of a major bone, dismemberment, permanent
loss of "body function, or death.

All vehicles except those owned by persons covered vender medi-
care, motorcycles, and publicly owned vehicles, must carry no-fault
insurance. lability insurance with limits of %15 000 per person
and $30,000 per accident for bodily injury and $5,000 per accident
for property damage also is required.

Benefits under no-fault have a $10,000 overall maximum which
covers medical costs, wage loss up to $175 per week, replacement
services at the rate of %13 per day for two years, survi/ors' bene-
fits of at least $5,000 and funeral benefits of $1,000. Benefits
gr% p{|@ary except Social Security and workmen's compensation are

educted.



New Jersev

The Mew Jersey Automobile Reparations Act vas sr.actad Jute 10,
19"1, and became effective January 1, 1973. An accident victim,
car.nct sue in tcrt for general dama?es if his injuries are con-
fined to soft tissue and h_ s medical expense (excluding hospital
expenses, x-rays, and other diagnostic expenses) are less than S2CG;
or unless the |njun¥ results in-death, permanent disability, perma-
nen%loss of a bodily function or less of all or part of a body
member.

vehicles must carry r.c-fault cover-
000 ger person and $30,000 per

r
age, Liability coverage of §$
$5,000 for property damage isS re-

accident for bedily injury an
quired for all vehicles.

Owners of private passen%%
d

r medical costs in an un-

per week for a year; re-.
er day up to $4,330; survivor
nt services benefit levels
gef|ts are primary except
d

. First-party no-fault benefits cov
limited amount;” wage loss of up to $10
Blacement services at the rate of $12
enefits which match the wage replacem
and funeral benefits of $1,000. The b
that workmen's compensation, temporary
tion benefits, and medicare are deduct

Mew York

Mew York's Comprehensive Automobile Insurance Reparations Act
was enacted February 12, 1973, and became effective February 1, 1974,
An accident victim cannot sue in tort for general damages unless his
medical expenses exceed $500 or his injuriés result in death, dis-
memberment, significant disfigurement, or permanent loss of the use
of a body organ, member, function, or system,

e
0
p
e
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isability insurance protec-

e

Owners of all vehicles excePt motorcycles must carry no-fault

coverage. Liability coverage with limits of $10,000 per person and
$20,000 per accident for bodily injury and $5,000 for property
damage is required,

First-party benefits have an overall maximum of $50,000 which
covers medical costs, wage loss up to $1,000 per month for three
ears and replacement sefvices at the rate of $25 ?er day for a year.
he benefits are primary except Social Security, statutory temporary
glaabgléty insurance benefits, and workmen's compensation are
educted.

North Dakota

~The North Dakota Auto Accident Reparations Act was approved
April 9, 1975, and became effective January 1, 1976. An accident
victim may not sue in tort for general damages unless the victim has
more than” §(.,000 in medical expenses, is disabled more than 60 days,
receives serious and permanent disfigurement, is dismembered, or dies,



All owners ¢f motor vehicles except motorcycles are required
uy no-fault insurance. Liability coverage with limits cf
00u ter person and $20,000 ter accident Tor bodily injury and
30 per accident for property damage is required.

b

C0
S10,
35,0
No-fault benefits have an overall maximum, of 315,000 which

covers medical costs, wage loss up to S150 per week, replacement
services at the rate cf 315 per day, survivors' benefits, and
funeral benefits of 31,000. "The benefits are primary except that
workmen's compensation is deducted,

Pennsylvania

The Pennsylvania No-Fault Motor Vehicle Insurance Act was ap-
?roved_JuIy 19" 1974, and became effective July 19, 1975,  Tort
lability ‘s abolished unless the accident results in medical and
dental services with a reasonable value of more than 3750 éexclu3|ve
0f d|agnost|c x-ray and rehabilitation costs in excess of $100);
more than 60 days of continuous disability: permanent, irreparable
anddse¥ﬁre, cosmetic disfigurement; serious and permanent injury;
or death.

Wi
0

p

~ AIll motorists exceEt motorcyclists must carry covera
first-party benefits. lability “coverage with limits 315
person and $30,000 Per accident” for bodily injury and $5,

th

per
er

accident for property damage is required.

ge
00
400
First-party benefit
wage loss up to $15,00
replacement services

s cover an unlimited amount of medical costs
0 times a specific inflation-related fraction,
_ at the rate of $25 per day for a year, survi-
vors' benefits up to $5,000, and funeral benefits of $1,500. The
benefits are primary except Social Security, workmen's compensation
and federal and State insurance benefits are deducted.

Utah

The Utah Automobile No-Fault Insurance Act was enacted March 3,
1973, and became effective January 1, 1974, An accident victim can-
not sue in tort for general damages unless the reasonable value of
his medical expenses exceeds $500; or his injury results in dis-
memberment or fracture, permanent disfigurement, permanent dis-
ability or death.

AIl motorists must have first-party ¢
to carry liability coverage with limits™ of
$30,00G6" per accident for bodily injury and

f

overage and are required
$%5,000 per person and

000 for property damage.

No-fault benefits include $2,000 for medical costs, up to $150
per week for a year for lost wages, $12 per dag for a year for re-
placement services, survivors' benefits of $2,000 and Tuneral benefits

of $1,000. The benefits are primary except workmen's compensation or
any similar statutory plan and U.S. military benefits are deducted,



Optional States

~ Sight States have used some parts or the no-fault scheme in
their automobile personal liability insurance programs, but dc rr
have a mandatory scheme limiting tort suits. elaware, Maryland
Oregon, ana south Carolina have no tor _
motorists to Purchase insurance which wall pay for their own
damages (first party benefits). In Arkansas,” South Dakota, Texas,
and |rq|n|a the purchase of insurance for first party benefits is
8pt|ona . AIll States permit tort actions for recovery of prcrerty
amages.

Arkansas

_ There is no minimum tort liability threshold in Arkansas; that
IS, anyone can sue for any amount for ‘damages. The purchase cf
first party insurance bhenefits is optional.” The maximum medical
benefits are 52,000 if the expenses occurred within twc years ¢f the
accident. Seventy percent of lost income up zc 5140 per week is
paid for a maximum of one year. [If an |n%ured person has to hire
someone to do his work he may receive up to $70 per week fcr a year
for these replacement services. The maximum benefit: to survivors
fcr funeral and other expenses is 55,000, The Arkansas law went
into effect July 1, 1974,

Delaware

In Delaware the purchase of no-fault insurance |s_mandatory.
Further, unlike other States, the amount one receives in benefits
cannot be used as evidence in suits for general damages. There is
no limit on tort liability so that an injured person may receive
compensation from his insyrance and damages from a court award
Medical expenses, income loss, and the eXpense of repIaC|n% labor
all have the same maximum of $10,000 per'gerson and $20,000 overall
on one accident. There is a maximum of $2,000 for funeral benefits
A no-fault insurance claim must be brought within two years of the
date of the accident. Delaware's law was effective January 1, 1972

Maryland

_ Though everyone is required to purcnase first party insurance
in Maryland, there are no restrictions on money recoveries or subjeer
matter "under the tort system, Medical expenses, income loss
ne

replace-
ment of services, and fdnersl be Cf

fits have a maximum of $2.500

one category or another takes* up all the limit, then there 1Is no in-
surance recovery in the other categories. An insurance claim must be
made within three years of the date of the accident, and ?roperty
damage is not_covered-under the scheme. The effective date was

January 1, 1973.



Drscor.

Insurance tor rrrst party bene:its as recurrec rn Jregcr. sue
there is rc limit on the amount for which one may brine a tort suit.
Total medical benefits are $5,000, and the maximum funeral benefit
is $1,0C0. The benefits pay /0 percent ¢f lost income up to $750
per month for 12 months only if the insured is disabled for 14 or
more days. To pay for replacement service, up to $1S a day fcr a

ear is allowed provided that, again, the insured must be drsablee
fcr at least 14 days. Recovery of property damages is not allowc

in the scheme, but’rather is left to the tort system. QOregon pux
the program into effect January I, 1972,

South Carolina

Like Oregon, South Carolina requires f|rst_Party insurance, but
sets no limit on tort liability or the opportunity to bring tort
suits. The maximum ail over benefits the insured receives may total
no more than $1,000. This includes medical expenses, less of  income,
replacement services, and funeral benefits. Property damage is net.
included in the scheme. Application for benefits must be made within
? ye?ﬁs oE tne accident date. October 1, 1974, is the effective date
or this law.

South Dakota

The maximum amount allowed for medical benefits is $2,000 under
South Dakota's first party insurance program. The purchase of this
insurance is optignal and does not prohibit any c¢f the parties from
bringing tort actions, nor does it limit their recoveries under these
suits. ~For income loss, the maximum allowable is $60 a week for a

ear, provided that the claimant is disabled for at least 14 days

hirty dollars a week for uE to a year in allowed for replacement
services, but here again, the claimant mu'st be disabled at least 14
days. _This category is limited to those who do not earn wa?eg
There is a maximim $10,000 death benefit if death occurs within 90
days of the accident; otherwise, there is ro recovery for death
benefits. Property damage is reimbursed under the tort system. The
program was effective January 1, 1972,

Texas

~ Effective August 26, 1973, the Texas act allows a $2,500 overall
maximum on benefits in all of the categories of medical expenses, in-
come loss, replacement services, and funeral expenses. Property
damage is reimbursed under the tort system. There is no bar to"
bringing tort actions for the recovery of damages for personal in-
jury:. edical expense claims must be brought within 3 years of the
accident date in order to be paid under this program.



The last: of eight optional or partial first Rarty insurance
programs is that of Virginia. Effective July I, 1372, the scheme
pays a maximum cf $2,000 in medical benefits if the claim is pre-
sented within 2 years cf the accident date, Up to S1QG per week f
a year ma¥ be pa’ j for income loss; there is no provision %rant[ng
benefits Tor replacement services fcr non-wage earners. There 1is
no separate death penefit; the funeral expenSes are included in th
medical expenses limitation. Property damage claims are handled
under the tort system, and there 1s no bar against bringing tort
a:, for'l to recover damages for personal injuries. Further, the pu
Ci this first parfy insurance is optional.
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JOINT COMMITTEE ON LEGISLATIVE MANAGEMENT
Cart D Frantz OFFICE OF LEGISLATIVE RESEARCH legislative office building
DIRECTOR 13-20 TRINITY STRSE
HARTFORD. CONNECTICUT 06106
August 18, 1982 <203>560840c
FROM: Jerome Harleston, Research Attorney

Office of Legislative Research
SUBJECT: Mandatory Motor Vehicle Insurance Laws

You have asked for background information on mandatory auto-
mobile insurance laws, including sources of support and
opposition leading up to the legislature's passage of.
mandatory first party benefit coverage (basic reparations)
under the No Fault Law, the experience of Connecticut and
other states with such laws, whether any states have
repealed mandatory insurance and the pros and cons with
respect to the continued existence of such requirements.

SUMMARY

Although the phrase mandato

_ ry compulsory motor vehicle
insurance is used interchange
IS
e

r
_ _ G ably, some sectors of the
insurance industry distinguish between them principally
on_the basis of how each 1s enforced. For the purpose of
this report, the terms mandatory or compulsory with respect
to auto insurance are used to identify statutés and regula-
tions which mandate the maintenance of insurance as a con-
dition of motoring.

The purpose of a mandator)( motor vehicle insurance statute

is to protect members of the public who are injured in motor
vehicle accidents by prowdm_gi them with compensation for those
injuries. A state may constitutionally require such insurance
as part of its authorltr_ over public highways and its power

to provide for the pubflic's safety.

Mandatory insurance for motor vehicles typically includes
first party benefit coverage (medical and wage Toss expense
coverage paid by the accident victim's insurer without a
determination of fault), third party bodily injury and
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roperty damage ljability coverage (cqoverage to compensate qthers
{/)vhopareymjurlged by an |¥1sured'sgneg|l|g_en% conductfpand paid on

the basis of fault] and uninsured motorists protection (coverage
to pay for an insured's injuries. v¥hen involved in_ an accident

with a at fault uninsured motorist). A state's financial
responsibility requirement may also mandate the carrying of
insurance under certain circumstances.

Twenty states have adopted mandatory first party benefit and
uninsured motorist requirements and 32, third party bodily
injury and property damage liability requirements.” Connécti-
cut's  mandatory inSuranceé requirements under the No Fault Act
were upheld on"constitutional grounds in Gentile v. Altermatt.

Support _for the state's enactment of mandatory insurance under
the No Fault Act came from, among others, the insurance industry,
labor, and senior citizen groups. Opposition was led largely
by members of the Trial Lawyer Association and public citizens.
A number of states have experienced premium reductions for first
party benefit coverage in the first couple of Years after the
adoption of no fault, This was, in part, due to statutonlty
mandated reductions incorporated in many no fault enactments.
Yet a number of states have experienced increases hoth in.
premium levels and claims frequency. And although there is an
apparent record of improvement, mandated insurante has not
removed the uninsured motorists from the highways, one of the
principal arguments for the adoption of a mandatory approach.

With respect to mandatory third party liability, there is clear
evidence that its potential advantages may be ‘outweighed by the
burden of high administrative costs associated with it. Several

stares have had to allocate millions of dollars to enforce the
system. There is also evidence that mandatory insurance laws
increase premium levels because of the necessity to insure
uniformly.

To date, only one state, Nevada, has repealed mandatory insurance.

Proponents of mandatory insurance ar%ue that every individual
must be financially reSponsible for harm he or she negligentl
causes others. Since insurance is a practical way for most
drivers to p,a)( compensation, they assert that the state mu'it
force motorists to buy coverage.

Opponents argue that mandator_%linsurance laws are costly,

increase premium for responsible drivers and can't be enforced
well enough to remove the uninsured motorist from the roads.

MANDATORY INSURANCE DEFINED/BACKGROUND INFORMATION

In the context of motor vehicle insurance law, the phrase
"mandatory insurance or security" is intended to refer to

y
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insurance or furnishing an alternative means of satlsfyln%
possible claims which J.s required by law, pursuant to ‘statute

or administrative regulation. Some sectors of the industry
distinguish a mandatory insurance law from a compulsory

insurance law of the basis of enforcement; a mandatory law

may only involve self-certification (signing a form attesting

that insurance is in effect) while a compulsory law may require,
actual proof of insurance. For our purposes here this distinction,
although noteworthy, is of minor importance. The maintenance of |
mandafory motor vehicle insurance or security is tyF|caIIy a condition
precedent to: 1) the registration of a motor vehicle; 2) the
opereition of a motor vehicle upon Bub]|c highways or where there

has been an accident which causes bodily injury or %roperty

damage and/or a violation of certain traffic laws; continued
licensure as a motor vehicle operator, the continuation of a valid
certificate of motor vehicle registration, ox both. In_this latter

instance, the mandated insuranceé or security typically is a require-
ment of the state's financial responsibility law. However, such
laws mustbe distinguished from afinancial responsibility

law which is generally applicable only "after a person has been
involved iri an”accident.” " In National Grange Mut. Liability Co.

v. Fine. 13 App. Div. 2d 10, 212 NYS 2d 684, the New York Court

amplified this distinction:
"... that an insurer's liability becomes absolute _
whenever loss covered by any Pol|cy occurs, ... applies
only to policies required By the Safety Responsibility
Act, applicable to uninsured” motorists involved in
accidents who must post proof of insurance before
using the road a9a|n, and not to those under the
Financial Securify Act, which provides for comPuIsor
insurance for all"motorists and makes it mandatory that
proof of insurance be submitted before vehicles can be
registered."”

The dominate purpose of a mandatory motor vehicle insurance or

security law 1s to protect members of the general Publ|g injure
b¥ the negligent operation of motor vehicles upon the highways
of the state, by giving them security for the gayment of their
damages. Boulter'v. Commercial Standard Ins. Co. 175 F2d 763
Clark v. Hartford Acc. & Indemn. Co. 148 Conn. 15, 166A 2d 713.
Conversel¥, the purpose of financial responsibility laws is to
keep off the highways the financially irresponsible owner or
operator who cannot respond to damages for the injuries he may
inflict, and to require him, as a condition for securing or
retaining a registration or an operator's license, to furnish
adequate means of satisfying possible claims against him,

The procuring and maintaining of such insurance is not required
in the absente of a statute, ordinance, or administrative

regulation expressly requiring it. A requirement of mandatory
insurance does not arise by implication. Couch on Insurance 2d,
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Compulsory Insurance Sec. 45:659. Thus, in public policy terms,
the mainténance of mandatory insurance Is merely part of the

price paid for obtamm_t{q a specific [[)_r|V|Iege from the govern-
ment, such as the ;fmw ege of operating as a motor carrtier,.

or the privilege of operating a private passenger motor vehicle
upon roads or the privilege of_operatln% a_ motor vehicle after
having been involved in an accident, Id. Sec. 45:658. Although
the phrase mandator¥ motor vehicle insurance, aé)plled broadly
includes any type of insurance coverage required by law, mandatory
motor vehicle Insurance laws have been enacted in varjous forms and
must be distinguished as to characteristics and the risk
insured against. There are many components to the

modern day automobile insurance policy. TyP_|caI mandatory
covera_%es incorporated in the automobile policy are first
benefit coverage, bodily injury and property damage liabil
coverage and uninsured motorist protection.

FIRST PARTY BENEFIT COVERAGE

As part of what is known as "no fault insurance,” some states
have adopted mandatory first party benefit laws, the newest form
of mandatory insurance, which require that automobile insurance
policies must provide specified benefits to specified persons

In the event that they are injured in, or die as a result of,

an automobile accident.  This type of mandatory covera?e called
basic reparations benefits under Connecticut's no faul law, is
two-party insurance which consists of a uniform, separately
identifiable type of coverage for economic loss resulting from,
injury arising out of the use of an automobile. Persons qualified
to receive benefits are usually the name insured and members of
his family, other occupants of the insured vehicle, and, in

some statés, pedestrians. Benefits are typically for medical
expenses, Wage loss of employed persons, replacement cost of
services, and funeral costs.” Mandatory first-party benefit
coverage is a fc.mof compensation for” those injured in auto-
mobile accidents, and it is paid without regard to fault,

LIABILITY COVERAGE

Another tyﬁe of mandatory motor vehicle insurance is the tra-
ditional third party bodily injury and property damage liability
coverage. The principle purpose of this liability insurance

is the protection of third parties injured by the negligent
o?eratmn of motor vehicles, however, sight must not be lost

of the fact that such insuic..nce also provides protection for
the insured throu?h the preservation of his asset where he is
found to be Ie%aly responsible. Thus, such laws do not _
authorize courts to disregard the right of the insured to obtain
the in/emnity for which he has paid.” Trinity Universal Ins. Co.
v. Cui lingham (CA 8 Mo) 107 F2d 857.

Under this type of insurance, the insurer agrees to pay on behalf

party
Ity
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of the insured all sums, to the extent of the policies limits
cf liability, which the insured shall become legally obligated
to. pay as damages because of bodily injury or property damage,

arisirng out of "the ownership, maintenance or use of an automobile.
Those Insured are (1) the named insured and any resident of the
same household; (2) those u3|n% the vehicle with the_?erm|smon

of the insured; and (3) any other person, but only with respect

to his liability because of acts or omissions of the named
insured, resident in the same household or others using the
vehicle with permission. Typically, this type of liability
insurance must comply with a state’s minimum insurance levels
under the financial responsibility law.

neral, a st.ate may
rsons driving

e, or may restrict
ators., pinion of

As is the case with mandatory insurance in
validly require liability inSurance of all
automobiles, even though” for their private
such a requirement to certain classes of op _
Justices, 251 Mass. 569, 147 NE681. The power of the legislature
to impose such a requirement is found in 1ts authority over public
highways and its power to provide for the public safety b

reasonable reaulation of undertakings that are inherently

dangerous. Id.
UNINSUIIED MOTORISTS COVERAGE

Uninsured motorists coverage is another type of insurance which
is often-times mandatory. “This coverage s designed to protect
the insured when a third party is at fault bur cannot ?ay for
an |ngury he has caused because he is uninsured. - It also applies
to hit-and-run cases.

Under the insuring agreement, the insured agrees to pay all sums,
to the extent of Coverage limits, which the insured is legally
entitled to recover as damages from the owner or operator of

an uninsured automobile because of bodily injury, and in some
cases, property damage, sustained by the insured in an accident
involving such” automobile. The insured includes the named
insured and any relative, except one who owns an automohile,

and other persons occupying the insured automobile. Limits of
liability are generall¥ the same as tho&e required by the
financial responsibility law.

FINANCIAL RESPONSIBILITY

g€
pe
us
er
W

Lastly, as noted previously, finangcial resRon5|b|th requirements
are mandatory under certain conditions. T ese_laws_sPeC|fy cir-
cumstances under which the driver must prove financial respon-
sibility or have his driver's license and auto registration
suspended. Acceptable proof is usually automobilé liability
insurance with specified minimum limits or the deposit of cash

or a bond of the same amount.
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STATE LAWS

There are 20 states which have adopted mandatory first party
benefit laws. Of these, 15 states, and one U.S. possession,
have adopted, this type of mandatory coverage in combination
with no fault insurance. Four other states also require
mandatory first ?arty coverage but as additional ?rotect|on

In connectlon with a traditional third party fault liability
Insurance law.

No Fault Mandatory First Party Coverage States Add-On States
Colorado Michigan Delaware
Connecticut Minngsota Maryland
Florida New Jersey New Hampshire
Georgia New York S. Carolina
Hawali N. Dakota

Kansas Pennsylvania

Kentucky Puerto Rico

Massachusetts Utah

Thirty-two states and onr U.S. possession_have mandatory third
Earty liability insurance requirements. They are Arizona, .
alifornia, Codlorado, Connecticut, Delaware, Georgia, Florida,
Hawaii, Indiana (effective in 1984), Idaho, Kansas, Kentucky,
Louisiana, Maryland, Massachusetts, Michigan, Minnesota
Montana, Nevada, New Je se%, New Mexico (effective in 1984), _
New York, W Carolina, N. Dakota, Oklamona, Oregon, Pennsylvania
S. Carolina, Texas, Utah, V|r?|n Island, West Virginia and |
Wyoming. One state, Rhode Isfand onlﬁ_reqU|{es minors owning
motor vehicles to furnish proof of liability insurance coverage
before registration of the vehicle.

[
N
h
0
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Mandator¥_unjnsured motorist covera%e Is required in 20 states

and the Virgin Islands, while all ot the states except Delaware,
Minnesota and Kentucky have financial responsibility requirements.
Puerto Rico and the Virgin Islands also do not have a financial

responsibility statute.
Mandatory Uninsured Motorist Coverage States

Arizona New York
Connecticut N. Dakota
[Ilinois Qregon _
Maine Pennsylvania
Maryland S. Carolina
Massachusetts S. Dakota
Minnesota Vermont
Missourr Virginia
New Hampshire W. Virginia
New Jersey Wisconsin
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ADOPTION IN CONNECTICUT

Apart from that imposed conditio
responsibility law, mandatory fi
was a principal element of Conn
Insurance Law. Although defined
third party liability and uninsuyr

0 the adoption of

nally by the state's financial
rst party or no fault insurance
ecticut's” No Fault Motor Vehicle
|3 the No Fault Act, mandatory
e
no

e
motorist Coverages were

enacted prior t fault. 7
Enactment of the Connecticut No Fault Insurance Act resulted
from the historical disaffection with the inadequacies of the
automobile accident compensation system based on fault, the
availability of emperical data from systematic studies of
alternative  automobile accident reparation systems, and the
willingness of the legislature to respond.

Public awareness of the deficiencies and inequities of the

tort liability system for the compensation of victims of

motor vehicle” accidents was heightened and encouraged by the

Pubhcatlo_n in 1965 of a study entitled "Basic Protection for

he Traffic Victim" by Professors Robert E. Keeton and Jeffrey

O'Connell. This detatled work identified weaknesses and
&‘menfmest inherent in an automobile reparations system

on fraixt.

n May, 1968, the Congress of the United States in Public Law
0-313 directed the Sécretary of Transportation to investigate

he motor vehicle accident compensation system and to report

0 the Congress his findings, conclusions and recommendations

or | %uslatlon. The f|nd|n?s of the Department of Transporta-
n study were that the states should strive towards: a_ system
Po-fault insurance (1) based on universal compulsory first

e
S

f

arty insurance coverage serviced by private insurance companigs
nd providing protection for all motor vehicle owners by covering
|| economic losses above voluntarily accef)ted deductibles; and
(2). coupled with restrictions on the availability of resort to
I|t|rgat|_on by motor vehicle accident victims for economic losses
or for intangible losses except in serious cases.

The need to investigate the .inadequacy of the existing system
for compensation of automobile accident victims in Connécticut
led to the enactment of 1971 Special Act No. 143 to establish

a committee to undertake a comprehensive study and make recom-
mendations for legislation. The study commission was charged to
study and make suggestions regarding automobile accidents, in-
cluding their prevéntion and consequences, and related insurance,
motor vehicle and procedural laws, and to determine whether such
laws, together with the statutory rules of the road, must
effectively contribute to the prevention of automobile accidents
and the expeditious_and adequate financial recourse of automobile
accident victims. This commission recommended that the legis-



Page 8 - OLR
August 18, 1982

Iature_adoPI "an evolutionary approach to improving Connecticut's
tort liability system to the end that a greater number of injured
persons would .receive payment for their Injuries and damages b
mandatory firsv “arty pa¥ments to be made without regard to

n

fault." “The Commission Turther suggested that suits for pain
and suffering be abolished except in circumstances involving
death, serioUs injury or economic loss above a threshhold.
Substitution of the Tirst party benefits for the tort remedy
was necessary to pay for the additional first party coverages
recommended and to obtain the dollar premium savings which
the public expected.

Upon receipt of the study commission's report, the General
Assembl% in 1972 began consideration of a no-fault insurance
bill. ubstitute House Dill No. 5479 entitled "An Act Concern-
ing No Fault Motor Vehicle Insurance" was the subject of exten-
sive hearings before the Joint Judiciary and Insurance and Real
Estate Committee. The General Assembly, after lengthy debate
and stu%K,passed Substitute House Bill No. €479 on April 18

e

1972, e Act was signed and approved by the Governor on May
19, 1972,

In 1975, the constitutionality of Connecticut's no-fault law
was upheld in Gentile V. Altermatt 169 Conn. 267, 363 A2d. In
reviewing the mandatorY security provisions of the Act (Section
38-327), the Court stated th ; following:

"The fact that the *ct mandates compulsory security
[mandatory first party benefits] and directs that
uninsured owners of private passenger vehicles with
liability tc injured parties, under the act post
security” [financial responsibility] and provides
penal sanctions for failure to carry such security is
not offensive to the state or federal constitutions.
Since it is within the province of the legislature to
create alternative remedies, and since we have found
these remedies to be reasonable, it is merely an
exercise of the police power to direct that all private
passenger vehicle owners carry basic security.'l

SOURCES OF SUPPORT AND OPPOSITION IN CONNECTICUT
The issue concerning mandatory motor vehicle insurance, parti-

cularly mandatory first Party benefit covera%e incorporated

in Connecticut's no fault law,was the subject of extensive study
and debate from 1979 to 1972. At public hearings held by the
Special Commission to Study A Program of Restricted Motor Vehicle
Insurance, and the Joint Committees on Insurance and Real Estate
and_Jud|C|ar%, both favorable and unfavorable testimony on the
subject was heard.
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Massachusetts

The Insurance Commissioner from the neighboring state of
Massachusetts gave testimony in support of the adoption of
no fault based upon that state's one year_exFer|ence with
the law. Massachusetts adopted no fault in 1971. In his
testimony, Commissioner Ryan outlined the'benefits of no
fault in thJs_waF; "In broad terms [no fault] eliminates
delay b¥ eliminating the need to establish fault and by,
paying the victim on a direct, first Farty basis: it eli-
minates inefficiency by cutting into the unnecessary use
of legal services; 1t Strikes at inequity by guaranteeing
all victims a basic flow of bhenefits for immediate medical
and economic needs and it eliminates the high cost in the
overpayment of thousands of cases that have a nuisance value
to insurance companies which use to be paid for under the

guise of compensation for pain and suffering. In support
of these characterizations, the Commissioner offered the
following information,

"Prior to_the adoption of no-fault, a 20 to 30%
increase in the rates was proposed for 1971, after
adoption the rate for_Per onal injury coverage was
reduced to 15%, and with t-he option if choosing
various deductibles, a further ..-eduction in coSt
from 6 to 30% could be realized dependln? upon the
size and type of deductible. The cost of medical
payments alone were reduced 25% in 1971. In total
dollars, drivers in Massachusetts paid some $76
million less for auto insurance in 1971 than the*
would have paid had no fault_not been enacted. The
average per claim cost in 1970 was $419. For the
first 9 mos. of 1971 it was $160, a 60% decrease."

Industry Representatives

S
t-
ur
ea
bl

Quite naturally, representatives from the insurance indt
without exception, voiced support for no fault. In their
view, the advantages of a first party system included:. (1)
faster claims settlement? (2) a more equitable settlement
Process in which victims receive reasonable compensation for
0SSes; JS) settlements uneroded by investigative costs, court
costs and_ legal fees; 34) minimization of overpayments fcr
minor accidents and underpayments for serious accidents; and
(5) Iessen|n? the tendency of insurance companies to resist
virtually all claims no matter how valid.

e industry,
n the
d

The point of discourse among Industry representatives centered
e

n
more on the type or form the first party system should take.
Some representatives of the industry favored the "Cotter Plan "
named after then Connecticut |

p

u
nsurance Commissioner William R.
y

Cotter, under which every policy would include a minimum $2000
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in medical payments coverage and a year of disability benefits,

a shift from contributory negligencé to a comparative negligence
rule, arbitration of small claims of $3000 or less and the adoption
of standards for assessment of damages for pain and suffering.

Others favored the American Insurance Association Plan which
involved a form of first party insurance designed to cover the
family. The policy would FrOVIde unlimited medical expense
benefits and_covera%e for lost wages or work loss up to $750
per month, without Timit of time, “tort liability would be totally
abolished and compensation for pain and suffering eliminated, but
an extra lump sum pa%ment in the event of permanent impairment or
disfigurement would be provided. Still others favored an expanded
first party covera%e plan. Under this approach, there v»ould be no
emption from tort liability. Instead, the injured party could

I benefits under a first party coverage, retaining the
0 sue for losses in excess of the amount recovered under
st ?arty coverage. Most important, the financial respon-
0

—
S .~
<<

ex
co
th
Sibi _ the negligént driver would be retained by permitting
subrogation by the “inSurer paying the first party benefits

Practicing Bar
Generally, attorneys who represented accident victims in p

practice, particularly members of the Trial Lawyers Associ
voiced opposition to ‘the adoption of no-fault in the belie
such. an approach unconstitutionally infringed upon the rig
victims to seek compensation for their injuries from the P

responsible.

Their criticisms of no fault also centered around the following
points: (1) it discriminates against the poor urhan dweller
and non-wage earners; (2) the cost for no fault first party

coverage would be true costs because some form of no fault™
insurance lives off collateral sources; (3) it would do nothing
to reduce the cost of property damage; (4) it takes benefits away
from people who are careful through the elimination of Ba|n and
suffering; and (SL it would creaté duplication in cost because
most people have hospitalization insurance.

The trial lawyers favored a system in which first party coverage
was provided for economic, meédical and wage loss; where there
was a limitation on the collateral source rule, where payees of
first party benefits would have that amount deducted from any
settlement or verdict, where small claims had to be arbitratéd,
and where first party coverage was ?rOV|ded without a lien or
subrogation to reduce cost. "They also advocated a system under
which “a comparative negligence rule was aPpI|cabIe and where
permanent license suspension for repeat offenders was imposed
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Rent-a-Car Industry and Labor

Representatives of the rent-a-car industry, public livery services
(taxicab companies) and the Connecticut Labor Council voiced

support for no fault first party coverage. The rent-a-car
industry, however, expressed their concerns about the exclusion

of commercial vehicles from the scope of no fault and the low
dollar threshhold. These groups favored a $2000 threshhold before
an accident victim could bring a third Bart lawsuit for damages.
Labor, on the other hand, favored a $1000 threshhold before a
third party lawsuit could be initiated. They also expressed
support for federal no fault Ie?|slat|on, particularly the then
pending Hart-Magnus no fault biTl,

Senior Citizens

A senior citizen group, the Connecticut Council of Senigr Citizens,
expressed support for no fault on the promise of reduced premium
costs. They also favored a system under which property damage
would be inCluded under no fault.

Private Citizen

Lastly, a citizen, who arparently represented no organized group,
Louis” Gentile, voiced his d|sapﬁroval of no fault primarily on
the belief that such an approach would eliminate such vital rights
as trial b Lury and compensation for pain and suffering. He

also voice is"displeasure at the compulsory nature of no fault.
It is interesting to note that Mr. Gentile was one of several

plaintiffs in Gentile v. Altermatt
STATE EXPERIENCE

UndeHyln% the obgectlves of mandatory motor vehicle insurance
laws 1S the belief that such an approach will, in the long term,
reduce the cost of insurance, assure expeditious compensation

to accident victims and remove the uninsured motorist from state
highways. In this section of the re?ort premium Jevels before
and |mn1eduneby after the adoption of mandatory first party
insurance in Massachusetts'and Puerto Rico is reviewed, the impact
of mandatory first party insurance on Connecticut's uninsured
motorist population analysed and the effect of cost on and claims
under bodily injury and property damage liability, first Party
benefits and uninsured motorist” coverdges in no fault states s
compared to these factors in non-no fault states.

In addition, observations have been noted relat|n?_to the
experience of states in the administration, effecfiveness and
cost of mandatory third party liability insurance coverages.
The thrust of this review is twofold: ~ (1) because thir
party liability insurance is the oldest and most common form
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of mandatory insurance, substantial state experience has been
accumulated” upon wh|ch_relat|velx reliable conclusions may be
drawn; and (Zg_by implication, the experiences of states Wwith
mandatory liapbility insurance laws may logically be applicable
to the administration, effectiveness and cost of other forms
of mandatory automobile insurance laws.

Massachusetts

On August 13, 3.970, Massachusetts Governor Francis W, Sargent
signed Senate Bill 158 into law. The bill became effective
on January 1, 1971 makln% Massachusetts the first state to
enact a no fault plan. e law provided for the amendment of
the Massachusetts compulsory automobile insurance law to provide
certain first-party coverages on a compulsory basis. It also
?hOd”{e% existing tort remedies for automobile accidents within
e state.

The immediate impact cf the Massachusetts Plan as of the ixrst
quarter of 1971 indicated that the Pro ram was eliminating so-
called nuisance claims. According to Governor Sargent, fxrst

quarter results indicated that there was a 60% drop in total,
claims under compulsory liability bodily injury coverage during
the first three months of _1571, with a 36 percent reduction in
the average paid claim. The avera%e paid claim cost in the
first quarter of 1970 was $205. The average paid claim cost in
the first quarter of 1971 was $131. The Governor predicted a
"future premium cost cut of /5% for bodily injury insurance."

Insurance industry spokesmen confirmed that the volume of claims
had been lower than anticipated, but indicated this could be due
to the transition to the new system and also to. "normal lags
between the occurrence of an accident and the filing of claims.”
Some 70 to 80 percent of the bodily injury claims filed in January
and February arose from accidents that occurred in the previous
December, November, and October before the new law became effec-

tive .

Althou%h the law required payment of benefits within 30 days after
recei.pt. of a claim, provided” it was accompanied by necessary
RVpporting data, companies discovered that there had been no
reduction in the average time lag of 21 days before the form

was returned. In mang_cases the form was not accompanied by
hospital and medical bills, because the claimant had not yet
rec?éve% thm%. Thus, an additional delay ensued before payment
cou e made.

The cost and claims experience in Massachusetts for more recent
years is _noted in the Conning & Company evaluation cited further
or. in this report,
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Puerto Rico

Puerto Rico became the first United States’ {ur[sdjctlon to adopt
a compensation system for automobile accident victims when in
1968 it passed the "Social Protection Plan." On June 26, 1968,
House Bill No. 874, known as "Social Protection Plan for Victims
of Automobile Accidents,” (Act No. 138) was signed into law by
the Governor of Puerto Rico with the plan to go into effect on
January 1, 1970, The legislation'was based on _a comprehensive study
of the Puerto Ricnn automobile problem. Benefits ?YOVIded by the
plan, paid on a compensation basis without regard to fault, include
medical ex?ense payments, income replacement, di; nemberment, and
death and funeral benefits.

The plan is conwpulsory,_90vernn1ent-adm[nlslered, emphasizing
socially adequate benefits rather than individual equity, and
provides basic protection for ell auto accident victims, drivers,
passengers, and pedestrians, through benefits prescribed by law.

After 17 months of experience with the Puerto Rico Plan, the
following results were reported:

1. Ninety cents of every premium dollar had been paid
in benefits.

2. The government admanstern1% agency sought to boost
loss-of-income compensation to /5% of Tregular pay up to

a maximum benefit of $100 a week. It waS believed that
this increase in loss-of-income benefits, plus an _
increased death benefit of $25,000, ~could be accomplished
without raising the rates.

3. Critics of the Puerto Rico Plan had contended that
drivers would 9et careless and push accident rates sharply
upward. In 1970 the rate did go up 5%, _but this was only
half the 10% rise of the year before. Traffic deaths
declined to 451 from 541 1n 1970,

4, Critics predicted a hugh rise in "pain and suffering"”
claims from accident victims demanding more than the
medical and economic loss benefits that the no-fault

plan provided. So such rise materialized.

5. One insurer, Cooperatina de Se?uras Multiples de
Puerto Rico, stated that it had not had to. p?y a single
automobile accident personal injury liability claim in,
the first 17 months of the new plan.. It proposed puttln?
the rate on the standard personal injury drivers liability
policy to $33 a year, a cut from $50 in early 1971 and

from $68 before the no-fault program began.
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Connecticut

Connecticut has had mandatory insurance for private passenger
automobiles since January 1# 1973. The owner of a private
passenger automohile registered in this state is required to
providé security in the foll

owing amounts:

ility - $20,000 per person/$40,000

e
W
(@) bodily injury liab

per accident

(b) property damage liability - $5,000 per accident

(c) basic reparations benefits - $5,000 per person/
per accident

(d) uninsured motorist protection - $20,000 per person/
$40,000 per accident

One objective of mandatory insurance is the removal of the unin-
sured motorists from staté highways.

The Insurance Department has periodically sampled accident reports,
required by law to be on file with the Department of Motor Vehicles

to obtain an estimate of the number of uninsured motor vehicles

In a 1976 sampling, the Department had taken a random sample in-
volving 3400 private passenger vehicles covered under no fault,
This count showed that an ayera%e of 7.9% of the motorists involved
in reportable accidents during the last guarter of 1975 were unin-
sured. Also, based on the October 1976 data, it was estimated

that there were approximately 1,685,000 motor vehicles,requiring
mandatory coverages, operat|n% in Connecticut. This would mean
according to the Department, that of the motor vehicles ach|red

y law to maintain automobile insurance, approximately 118,000 to
148,000 were uninsured.

In a 1972 san1pHng, grior to the adoption of no fault, it
indicated that 255,291 vehicles, or 16.9%, were uninsured.

In addition to the 1976 sampling, the Deﬂartment sampled 2,105
?rlvate Passenger vehicles from motor venicle accident reports
rom September 1977 and 483 for October 1977. These three
samples represent in total 5,988 private passenger vehicles.

The "1977 samples showed the percentage of uninsured motorists

to be considerably lower, 4.1% and 5.8%, respectively. The
percentage of uninsured motorists for all +-hree samples combined

was 6.4%.

The Motor Vehicle Department, in the past, had estimated the
number of accidents, involving all types of motor vehicles,
in - which an uninsured motorist was an operator or one or more

Was
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of the vehicles. Such estimates ware calculated by takin% the
proportion of accidents involving uninsured motorists to the
total motor vehicle accidents in the state.

Based on the Insurance Department sample result of 7.9% for

1975 and another stud* which showed the proportion of single

car accidents to total accidents as 26.9%, It was estimated that
about 13% of all private passenger type accidents reported in-
volve one or more uninsured motorists.

The figures indicate that overall the proportion of uninsured
motor vehicles had decreased from 1972 to 1976, but that full
comﬂlmnce with the mandatory insurance law had not been accom-

plished.
Cost Under No Fault

In a 1978 evaluation of no-fault automobile insurance cost pre-
?ared by Cpnnln% & Company for the American Insurance Association,
he following states were studies: Massachusetts, Delaware, Florida,
Oregon, Maryland, Connecticut, New Jersey, Washington, Michigan,
Kansas, New York, Minnesota and Pennsylvania. For each year of
no-fault and for the year prior to no-fault, companies réported
the following data: earned premjums, incurred loss amounts,
number of incurred losses, paid loss amounts, and the number of
paid losses. The data was reported separately for bodily injury
l.iability coverage, medical payments coverage, uninsured moforist
coverage, and first party hen-iit coverages.

Analyses

To measure the effect of no-fault on insurance costs, 10sS c0StsS
Per car or pure premiums (the amount of money required to pay
0sses without taking into account the cost and ex?ense 0f
operation of the insUrance comPan¥ was calculated for both
before no-fault and during no-tfault for the average insured.
Coverages included in thiS calculation were bodily |nLury
liability, medical payments, and uninsured motorists before no-
fault, ﬂnd the same coverages plus first party benefits during
no-fault,

Loss costs .per car were then ad
changes which would have taken

been enacted. For example, the
frequency in 1974 and double-d
severity in 1975,

sted to compensate for cost

ace even if no-fault had not
asoline shortage impacted claim
t inflation impacted claim
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Loss exPer|ence was accumulated from five liability states for
the past several years so as to _assimilate trends ‘in loss costs
regardless of no-Tault plans. Experience in the states of
California, Louisiana, Missouri, Ohjo, and Indiana v:as used for
that analysis. Cost changes in no-fault states were then reduced
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by the changes in liability states, as to produce a net effect
which can be reasonably attributed to the no-fault program.

The plus or minus percentage figures given represent an increase
r[+) or a decrease (-) in: " (1) ‘the pure premium_cost under no
ault generally; (2) the actual cost (pure premium plus company
expenses and profits) for. man_datory_hrs_t_part){_bene_f|t coverage;
and (3L the number of claims in bodily injury Tiability, first
party benefit and uninsured maotorist covera%es com.lined. The
figures are representative of increases or decreases experience
up  to 1977 and are compared to the experience in th» state in
the year immediately prior to the enactment of no fault.

Summary of Findings
It has heen reported that no-fatult reduced insurance costs, on

a relative basis (that is, relative to cost changes in non-no-
fault states)v in Massachusetts (-45%3, Michigan }-20%),
Connecticut (-6W), Minnesota ("6%) and Oregon™ (-4%). ‘Insurance
costs, on the other hand, had increased under no-tau”..,

relative basis, in Delaware Fﬁ29%), Maryland §+2_5%), Kansas
J(+21%), New York (+19%), Washington (+15%), Florida (+12%), New
ersey (+9%), and Pennsylvania {+8%). These average cost changes
were rtelative to simultaneous_cost changes in states which had
not adogted_ no-fault plans. The comparison included only man-
datory bodily injury coverages; property damas< liability, personal
injury protection, medical payments and uninsured motorists.

ry.

In

The relative cost of personal inju
had increased in nearly all states
The Iargest increases were in Dela
Maryland (+47.5%), and New York (¢

Relative claim_frequency on bodily injury lia
injury protection and uninsured niotorist cove
increased sA|Ag_n|f|cantI under no fault, except 1r

(-47%) and Michigan (-6.7%). The increases continued to be
Weatest in the states of Delaware §S+1 h%), Maryland (+125%)

n (no fault benefit)
irst year of no _fault.
ew Jersey (+77.4%),

=

bility, personal

rages combined had
t Tn Massachusetts
0

:

|
ashington (+91.7%), New Jersey (+79.7%), ‘and Oregon (-58.3%).
Of these states, only New Jersey restricted tort suits and there
the restriction was weak in comparison to other no-fault states.

In looking at costs on an absolute basis, while several states
showed cost declines during the first two years of no fault,

only Massachusetts (-24.4%3J and Michigan (-0.7%) continued to
show absolute cost reductions after several years of no fault.

Mandatory Liability Insurance Laws

The primary idea behind mandatory liability insurance laws is
that drivers be legally responsible for their actions. Mandatory
liability laws require  drivers to also be financially responsible
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usually by purchasing liability or third party auto insurance
coverage.

Mandatory liability insurance laws have, however, created a
bli? <ard of Paperwork. In New York, which has had such a law
sinew 1956, the Department of Motor Vehicles initially found

itself buried in an avalanche of over six million forms, each
showing evidence of insurance. Besides these, the Department
was also swamped with many other forms, changes from calcella-
tions of insurance, new reégistrations, plus changes in vehicles,
insurance ¢ .npanies and names-

Such a system is also prone to foulups. ~Acc
Virginia®s Motor Vehicle Commissioner, Virg
four months after the state's mandatory Ii
took effect, her DePartment had mailed out

0
n

Roberts, within

ding to West
a
|

[
|
ity insurance law

6,000 notices of
s that 95% of those

|

:

auto license cancellations. Roberts estimat
their insurance policies

Potlces went to persons who had never let
apse.

Cost of the system is another factor, Mary]and spent §1.5 million
a year after the enactment of a mandatory liability law. South
Carolina spent $1.3 million administering the program_ in 1979,
|nclud|n% salaries of 28 highway patrolmen solely aSSJPned to
enforce the law. North Carolina spends about $1.6 million a year
on record keep|n% and also employs 50 state policemen to pick up
license plates at an additional cost of $§500,000 a year. After
New York passed its law, the cost of enforcement roSe ttt more than
$7 million a year. In an effort to cut costs, the state switched
to a self-certification system that still costs about $4 million
each year. (New York has now switched back to the original system
in an"effort to tighten up enforcement.)

|
9
e
e

These laws do not necessarily eliminate all uninsured motor-sts
from the roads. A New York Department of Motor Vehicles su ey
estimated .that in 1979 about 6.5 Bercent of the registered
motor vehicles in the state, or about 450,000, weré uninsured.
The insurance industry estimates of uninsured motorists in New
York is even higher, anywhere from eight to 19 percent.

perc
In California, 15 percent of motorists statewide (and as much as |
25 percent in some areas) were uninsured in 1977, The Pennsylvania
Department of TransPortatlon_estlmated that in 1081 between Six
and seven percent of the vehicles registered in the state lacked
insurance. In Michigan, a 1978 survey of 1,000 cars turned up 116
that were proven uninsured, for a statewide average of 11 percent.
In Illinois, a state that does not have a mandator¥_|nsurance law,
92 Perqent of rotorists outside Ch|cag0 have auto Tiability coverage
Statewide, including Chicago, about 15 percent are without insurante
Further, mandatory insurance laws usually mean higher rates, Accord
ing to Insurance industry figures, auto liability premiums increase
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faster in states thh mandatory insurance_than in
without the law. For example, between 1978 and 19
annual pure premium increase In Louisiana, a state
insurance, was 11.2 percent. Yet Alabama had only
and Mississippi only a 1.4 percent increase, while
actually reported a 1.3 percent decrease. The othe
studied” showed similar results.

similar states
80, the average
with mandatory

a .9 percent,
nearby Tennessee
r five states

ea
fi

INCREASE IN AUTO LIABILITY INSURANCE PREMIUMS
STATES WITH VS STATES WITHOUT COMPULSORY LAWS
Percent Avera?e Percent Average
Annuel Pute Annual Pure
Premium Increase** Premium Increase**
S13te With Compulsory: State With Compulsory:
California (1/1.75)* 8.2% Oklahoma (12/11 .-76)’ 3.7%
States Without: States Without:
lllinois 55 Arkansas 35
Ohio 3.4 lowa 2.6
Texas 6.0 Missouri 1.0
Stole With Compulsory: State With Compulsory:
Louisiana (7 178)* 11.2% Oregon (1/1/76)* fl.4%
States Without: States Without:
Alaocama 0.9 Maine 3.9
Mississippi 14 West Virginia 6.8
Tennessee -1.3 3.7
State With Compulsory: State >/Ith Compulsory:
Maryland (7 1 73)* 7.9% South Carolina (10/1,74)* 5.6%
States Without: States Without:
Indiana 5.0 Alabama 55
Virginia 6.2 Arkansas 41
D.C 4.4 Tennessee 2.9
—j:, a*roc.

"I C'pooc "on' ' "6 Iti-Ougn “WO ‘cv C*l<'orn>4 MjryWoa .li'J Soum Carolina 1977 lhrougti i960 'o* O‘eg:™
‘978 mrougn ‘o<Onanoma 1979 Itvougn 1980 io< LOuinana ana companion siaini

Sourer ran 7' «c» Monnnr.r™ S*.'em  Nanona- Atjoc.amx’ ot moepcnoenl mnuerj iNAnta 'J
"u'a'Tr Sf.ecn- 0" 'r i SC*

One reason_for increases in auto insurance rates is that insurance
companies i.;ust raise premiums smoewhat to offset their added
administrative costs. But more important, a large increase in
pure premiums suggests that both the number and amount of coverage
claim per insured vehicle also rose dramatically.

If successful, a mandatory insurance law would mean that everw
motorist was insured, even those in the highest risk group. et
these drivers typica.l1* have more frequent, and more Serious
accidents. When added to <he whole pool of insured drivers, they
change its characteristics. H|gh-r|sk drivers increase the overall
number of accidents as well as the average number of accidents per
insured driver in the state. As a result, even though high-risk
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drivers pay higher rates for their poor records, every driver in
the state also pays higher rates. Although low-risk drivers
still pay lower rates, they wind up partly subsidizing coverage
for high-risk drivers.

Repeal in Nevada

On June 5, 1979, Nevada became the first state in the nation to
repeal a no-fault law. The repeal was effective January 1, 1980

Nevada's law had become increasingly unpopular with its legislators
over the years, Eartl* because of sharp increases in auto ifnsurance
rates in the state. he $750 tort threshhold was particularly
ineffective in Nevada, leaving the frequency of bodily injury
liability claims considerably higher than_ in other no-fault states
with similar tort restrictions. ~In addition, both the frequency
and the size of personal injury protection claims in Nevada were
well above the average for other no-fault states.

The no-fault law had taken effect February 1, 1974. It restricted
lost liability in this way: _An accident victim could not recover
for general damages unless his medical benefits exceeded $750 or
his injury resulted in chronic or permanent injury, pernament
Rartla oT permanent total disability, dleI?UfGﬂ]Bﬂt, more than
80 days of inability to work in his occupation, fracture of a
major bone, dismembérment, permanent loss of a body junction, or

If the injured person received necessary nursing services from a
relative or a member of his household, he could include the
reasonable value of those services in reaching the $750 threshhold.

The law required motorists (except n1otorcchists% to buy not less
than a $10,000 package of first party benéfits that provided:

1) benefits for medical, hospital, nursing and
rehabilitative expenses;

2) disability income benefits of up to $§175 a week;

3) replacement service benefits up to $18 a day for
up to 1CM weeks;

4) survivor's benefits of not less than $5,000 and
not more than the amount which the accident victim
would have received in disability income benefits for
one year if he h-ac not died, less any expenses the

survivors avoided because of his death: and
5) funera] benefits of §1,000.
Insurers had offered deductibles to the first party coverages;



Page 20 - OLR
August 18, 1982

property damage was left under the tort system.

An insurance company could request a person who filed for no-
fault benefits to submit to an independent mental or physical
examination. The insurer presented the claimant a list "of five
doctors who specialized in a field appropriate for the aimants-
i.'ury. The claimant could select_an% one of the five 'Xpenses
related to the examination were paid by the insurance anY.

[f the injuri 1 person refused to submit to the examinr. ., the
insurance company could wit' old no-favlt benefits.

Auto insurance was the primary (first applicable) coverage under
the Nevada law except for worker's compensation.

When an insurer paid no-fault benefits to a person |n{ured In

an accident in which the other driver was at fault, it had the
right of reimbursement from the other driver's insurance company.
Disputes bhetween insurance companies had to be settled by binding
Intercompany arbitration.

PROS AND CONS

Many states with mandatory auto insurance laws require a motorist
to show proof of insurance before he is issued a vehicle regis-
tration or license plate, Usually, the proof is an I.D. card or
sticker provided by the insurance company.  Other states have

a self-certification system in which a motorist must sign an
affidavit saying that he has auto insurance and plans to keep it.
Mandatory inSurance laws also typically provide that driving a
car without the required insurance is a criminal offense, a
misdemeanor, 7 ike battery or driving while intoxicated. In
theory, conviction of violating the law can result in_a fine or
even a jail sentence in many states, although in reality jail
sentences are extremely rare.

Advocates of mandatory insurance laws base their case on the
concepis of fairness and justice. Their attitude is rooted in
traditional tort liability legal doctrine, which holds a person

financially responsible for any harm that his negligence may

cause to others. Since insurance offers the only practical way
for most drivers to pay compensation, advocates 0f mandatory
insurance believe the state should force motorists to buy coverage
by making it, among other things, a criminal offense to drive
without Tt. In the case of mandatory first-party benefit covera%e,
proponents argue that thn no-fault system continues as a reasonable
alternative to the fault basis system only if it can assure those
who seek to benefit from it or who suffer loss that the system
applies uniformly.  If substantial numbers of persons are” left
remedies, such as individuals injured while passengers in auto-
mobiles owned by persons who fail to carry the basic security,

or if the system fails to compensate such individuals for their
full economic loss, |t_may_fa|l to sustain itself as a reasonable
alternative in a constitutional sense.
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On Bol|cy grounds, proponents argue that the principal advantages
to be gained by_|mpos|n% mandating first-party insurance covering
injuries to victims in the operation of their vehicle are:
assuring the availability of a financially responsible source of
Payment of valid claims,” whether the theory of liability on which
he claims s¥stem is based be negligence or some principal o
strict liability or insurance; and (2) allocating fairly the
costs of motoring in ways that can be achieved only through
insurance., Man auwx first-party insurance in their view, more
effectively serves the objective of "fairly™ allocating a chosen

share of accident costs as a cost of motofing. Moreover, as the
argument goes, mandatory insurance will sharply reduce the number
of financially irresponsible drivers. Mandatory insurance, then,
by minimizing  the number of uninsured motorists and reducing costs
to tolerable levels, is a more suitable instrument for achiéving
fair allocation and distribution of motoring costs, .as well as
assuring that victims will not be dePIIVGd_Of benefits due under
legally valid claims because of the financial irresponsibility

of "thoSe against whom the claims must be asserted.

Lastly, proponents of mandatory insurance argue that it is unfair
to expect people to pa¥ for, lets say, uninsured motorist covera%e
to protect themselves trom irresponsible drivers who are at faul
in accidents. They also point out that a portion of the collision
coverage on automobiles goes to Pay for vehicle damage caused by
uninsured drivers. On a national average, each insured driver

may be paying somewhere around $20 a year to protect himself from
uninsured motorists. If these uninsured motorists are compelled
to buy liability coverage, proponents say, responsible drivers
won't have to pay that extra money.

Those who oppose mandatory insurance laws tend to hase their
oEp93|Uon on_?ragmaim grounds, although they may also use
ethical or philosophical arguments.

Opponents' main arguments are that mandatory insurance laws: (1%
can't be enforced well enough to remove uninsured drivers from the
roads; (2) are costly to administer; and (3) increase insurance
p-emiums :2or responsible drivers. Many opponents of mandatory
Insurance also argue that the state haS no right to force low
income motorists, who have no assets to protect, to buy liability
insurance merely for the benefit of more effluent drivers.

The core of the case agalnst mandatory insurance laws is the argu-
ment that they simply don't work, that they don't compel motorists
to buy insurance., These laws are hard to enforce, particularly

in the case of liability insurance. Liability coverage is deslqned
to protect the policyholder from losing his _assets and income |

he causes an accident that harm*» someone. Drivers with no property,
no savings, and little income b ,ve nothing to lose in a lawsuit

They havé no economic incentive to buy liability insurance. "They
perceive the liability insurance poliCy as taking care of other
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eople,” according to Dr. nce

John W. Hall, Chairman of the Insur
Department at Georgia State University. "The mandatory liabi
insurance system forces these_peoPIe to pay high ?rem|ums rel
to their own income for benefits for otherS when they cannot

't

tive
e \ hem-
selves afford adequate benefits co cover their own l0sses."”

a
I
a
{
The most damaging proof that mandatory liability laws don't work,
opponents maintain, is the fact that all the mandatory states
require insurers to offer uninsured motorist coverage and that
most drivers buy it. Thus, drivers in mandatory states are
carrying a double burden: Bay|ng the premium for uninsured

motorist coverage and also nearing the cost of trying to enforce
the mandatory insurance law.

The second argument made by opponents of mandatory insurance is
that they are too costly to administer. Proper enforcement re-
quires a large state bureaucracy, an extensive data processing
system, and enough state police officers to go out and confisCate
the license tags of uninsured drivers.

Lastly, opponents argue that these laws cause insurance premiums
to go up for responsible divers.

Part of this increase comes from the h!%her_operailng costs of
insurance companies, which must issue identification cards or
stickers to all their policyholders and many have to notify the
state every time a customer fails to renew, or cancel, a policy
or doesn't pay the balance of his premium.

But most of the increase, opponents maintain, results from the
higher accident rates among many of the formerly uninsured
drivers who are forced to Dbuy insurance,

According to Dr. Hall, "insurers that provide insurance to the
overwhelmln%_majqrny of safe and responsible drivers are forced
to include high-risk™ drivers amor?_thelr insureds. As these high-
risk drivers incur losses, the rating structure will be affecte
and overall rates must rise."”

nsurance cite insurance coverages that
_ themselves as an alternative. In

states with no fault laws, they note, personal _injury protectign
coverage is provided to all inSured drivers. ThiS coverage reim-
burses policyholders for their own medical expenses and l0st wages
without regard to fault. In states without no fault laws, medical
payments coverage is available with limits up to $25,000. A loss

of income coverage is also available from auto insurers. Opponents
argue that it's Detter to let drivers provide their own insurance-
Protec1|on rather than try to force drivers without assets to buy
lability coverage they don't need and can't afford. This approach,
they believe, is less costly than the financial burden of trying

to enforce u mandatory law, plus paying the higher premium that
results from such laws.

Those who oppose mandatory |
motorists can huy to Protec%

JH: npp
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COMPULSORY INSURANCE- RECENT LEGISLATION OF OTHER STATES

LSC has been asked whether any other statw has enacted short and simple
compulsory insurance legislation. The request is trade in the context of
committee consideration of H.B. 192 and H.B. 404 of the 114th General Assembly-
both compulsory insurance laws.

SHORT ANSWER:

Texas, Wyoming, and California have short compulsory insurance laws of
recent origin.

The Texas law, effective January 1, 1982, prohibits the operation of
an uninsured motor vehicle on the highways of the state. It makes violation
a criminal offense and requires motorists to exhibit proof of insurance’coverage
upon request uf a law enforcement officer or another party to an accident.

The Wyoming law, effective January 1, 1980, simply prohibits an owner of a
motor vehicle required to be licensed, from operating or permitting the vehicle
to be operated without having in effect a liability insurance policy or bond.
Violation is subject to a maximum fine of $750; and revocation of the registra—
tion of the vehicle. An owner who fails to return the vehicle registration
and plates, after revocation, 1is subject to a fine of $750 for each day he fails
to return the plates.

California law, although often referred to as a compulsory insurance law,
appears to be merely a financial responsibility law. It is enforceable only
when a person is discovered to be a violator, by reason of an accident report.
The only penalty is that the person®s driving and vehicle registration rights
are suspended after the accident, if he was not insured, unless he Tfiles and

maintains proof of financial responsibility as to subsequent accidents for a



period of five years. Its primary purpose, which it accomplished, was to
eliminate the need for a "fault hearing” before its Department of Motor
Vehicles could suspend a person®s driving and registration rights.

The Louisiana, former ldaho, and Oklahoma laws, after which H.B. 192 and
H.B. 404 are patterned, are a little more complicated in that they require an
applicant for motor vehicle registration to certify that the vehicle is covered
and will continue to be covered by proof of financial security during the
registration period.

On the other hand, West Virginia enacted a full scale old-style model
law, effective July 1, 1981. It requires the filing of proof of insurance
and requires insurers to notify the Department of Motor Vehicles when insurance
on a vehicle is canceled. We have been advised that both the Department and
Insurers in that state are complaining about the increased volume of paper work
required.

This memorandum summarizes the laws of Texas, Wyoming, and California,
summarizes the present status of compulsory insurance laws in the various
states, and reviews recent legislation in West Virginia, Colorado, Connecticut,
Georgia, Montana, Nevada, and Oklahoma. Those states [except West Virginia,
as noted above] have added various features to what were originally simple
prohibitions against operating uninsured vehicles- such as requiring self-
certification of insurance, notice of the state®"s insurance requirements upon
vehicle registration documents, and insurance identification cards to be sub—
mitted to the motor vehicle department upon registration or to law enforcement
officers or other parties involved in accidents.

Texas Compulsory Insurante Law
Prohibits the operation, upon public highways, of uninsured
motor vehicles that are used primarily in Texas. Violators
arc subject to a fine, and to a jail sentence for a second
offense. After conviction, the offender must file and maintain

proof of financial responsibility for five years. Failure to
provide evidence of insurance, upon request, to law enforcement



officers and other parties to an accidf. nt creates a. rebuttable
presumption that the defendant has violated the law.

Texas has just enacted a compulsory insurance law (Chapter 800, 67th
Legislature, Regular Session Laws of Texas, 1981, Article 6701h, sections 1A
through G, Vernon®s Ann. Civ. St.).

The law prohibits the operation of a motor vehicle upon the highways of
Texas, on and after January 1, 1982, unless the vehicle is covered by a policy
of automobile liability insurance (or equivalent coverage by other means)

In at least the minimum amounts required by its Fi"ancial Responsibility Law.

It excepts vehicles that are both registered and operated by nonresidents, unless
the vehicle is primarily operated in Texas. It also excepts agricultural
vehicles.

It requires, on and after January 1, 1982, that every owner and operator
shall be required as a condition of driving, to furnish upon request "informa—
tion concerning evidence of financial responsibility to a law enforcement officer
of the State of Texas or any subdivision, or agent of the Department, or to
another person involved in an accident."”

A person convicted of a first offense is subject to a fine of not less
than $75 or more than $200. Subsequent offenses are punishable by a fine of not
less than $200 or more than $1,000 and a jail sentence of not more than six
months. In addition, the person must maintain proof of financial responsibility
for a period of five years from the date of his conviction in order to avoid
suspension of his driving and registration rights.

Failure to provide the required information of insurance, or giving false
information, raises a rebuttable presumption that the person has violated
the law. This means that, unless a driver offers evidence at trial that the
vehicle was insured, he may be convicted for violating the law solely -upon the
basis that he has failed to provide such information or has provided false

information.



Under the Texas law, an insurer is required to respond to a notice from
the Texas Department of Public Safety, advising the insurer that it has been
reported as insuring a driver or motor vehicle, only if it has not issued such
a policy.

Robert E. Taylor, Director, Research Division, Texas Legislative Council,
by letter dated December 7, 1981, has provided us with copies of Texas newspape
reports and comments on the Texas act.

The Texas bill passed the Texas House of Representatives only after a
speech by a representative whose wife had been killed in an accident by an
uninsured driver who had run a stop sign.

An editorial of the Dallas Times-Herald, June 2, 1981, state;, tb”~c the
Texas act "does not really call for mandatory auto insurance because it does
not require a driver to show proof of financial responsibility in order to
renew a driver®"s license, to purchase license plates, or to obtain an auto inspec—
tion s:\cker." It pointed out that Texas legislators had previously rejected
such features upon the ground that they would result in rate increases that
would make the cost of insurance unaffordable. The editorial reported that
currently 75% of 7,"exas drivers, who reported automobile accidents, were uninsured.
It stated that the Texas Department of Public Safety had estimated the law
would increase the number of insured motorists from 10 to 15 per cent.

Texas newspaper articles also indicate concerns that have been expressed®
about the new law.

For example, the insurance industry states that rates will be increased
up to 25%, because poor drivers will be put into the system. Insurance agents
feel that the law will be unenforceable by reason of the amount of paper work
required of the state; uhey also express concern as to the load it will place
upon them. They also state that many motorists will remain uninsured either
because they can not afford it, have poor driving records, or can not be insured

with ordinary policies.



One article mentions the possibility of lucrative "liability insurance
traps" that will "nick drivers at least $75 a time if they’re not carrying their
proof.” The article mentions other aspects of the law-:

— Limits will be $10,000/%$20,000 for personal injury; and
$5,000 for property damage.

— The highway patrol will accept a card or letter from the
insurance company, or the policy itself. The document must
show the minimum limits are met, and include the name of the
insurance company, name of the insured person, policy period,
and policy number.

— The author of the bill suggests that owners of several cars
could photocopy the first page of the policy, and keep a copy
in the glove compartment of each auto.
— The state highway patrol intends to request information
only when making routine traffic stops and while investigating
accidents.
— The most optimistic estimate is that the law will result in
90% of motorists being insured; although an industry spokesman
states that he would be "stunned" if the figure goes as high as
85%.

Wyoming Compulsory Insurance Law

This law (Wyoming States 31-4-20, Chapter 149 of the Session Laws of Wyoming,
1979) simply prohibits the owner of a vehicle from operating it or permitting
its operation unless it is covered by insurance, a bond, or self insurance.
Violation of the scatute is punishable by a maximum fine of $750.

The motor vehicle division of its department of revenue must revoke the
registration of the owner, and its county law enforcement agencies must recover
the registration plates of the owner. An owner who fails to return the plates
is subject to a $750 per day fine.

Because of its shortness, we quote it in full:

(@ No owner of a motor vehicle required to be licensed shall
operate or permit the operation of the vehicle without having
in full force and effect an automobile liability policy as
provided in W.S. 31-9-403 or bond in amounts provided by W.S.
31-9-102(a)(x)-. Any person knowingly and willfully violating

this subsection is guilty of a misdemeanor punishable by a fine
of not more than seven hundred fifty dollars ($750.00).



(b) The motor vehicle division of the department of revenue
shall revoke the registration and the law enforcement agencies
of the counties shall recover the registration plates from an
owner of a vehicle violating subsection (a) of this section.
Failure of an owner to deliver registration plates after revo—
cation, notice and hearing if requested, is punishable by a fine
of not more than seven hundred fifty dollars ($750.00) for each
day the registration or registration plctes are not delivered.
Notice to the violator shall be served by the county sheriff.

(c) This section does not apply to self-insurers pursuant to
W.S. 31-9-414.

*

California Compulsory Insurance Law
Requires drivers and owners to maintain financial responsibility
at all times. Penalizes a violator only if he fails to prove
existence of financial responsibility at the time of an accident
required to be reported to the Department of Motor Vehicles.
Thereafter, he must file and maintain proof of financial respon—
sibility for three years. Violation, after filing of such proof,
is punishable by a $100 fine.

The California law was enacted in response to a crisis that existed in the
enforcement of its former financial responsibility law. The California
SupremeCourt held, 1in response to decisions of the United States Supreme Court,
that the Department of Motor Vehicles could not suspend the driving rights of
a person involved in an accident, for failure to deposit security sufficient
to pay damages arising out of the accident, unless the person was first pro—
vided a due process hearing upon the issue of whether there was reasonable
cause to believe that a court would nold him liable for such damages. Forty
thousand drivers and owners immediately filed requests for such hearings.

California then repealed the security-deposit provisions of its financial
responsibility law, and enacted a law providing that every driver of, and owner
of, a motor vehicle shall, at all times, maintain a form of financial respon—
sibility. (Section 16020, California Vehicle Code). No criminal penalty was
provided for violating this provision of the law. However, California retained
the accident-reporting features of its financial responsibility law. The new

law provides that, i1f an owner or driver fails to prove the existence of

insurance coverage at the time of an accident, his driving and registration



rights must be suspended until such time as he fails proof of financial
responsibility as to future accidents with the Department. The proof must
be maintained for three years.

The law was attacked in Anacker v. Sillas (1976), 135 Cal. Rptr. 537,

65 Cal. App. 3rd 416, by a driver who was not covered at the time of the
accident, and who thereafter tailed to file proof of financial responsibility.
The driver contended that his license could not be suspended without a due
process hearing to determine whether or not he was at fault in the accident.
The California court held that the law was constitutional. It said that the
law was intended to require all drivers, negligent or not, to be financially
responsible. It held that requiring proof of financial responsibility only
in cases of accident was a permissible legislative option as "a random spot-
check"™ on the financial responsibility of California drivers. It stated that
this was no more unfair to the plaintiff than the selective audit of tax
returns or the random inspection of motor vehicles. It concluded that the
requirement was constitutional even though the driver himself was the person
injured in the accident.

The law imposes no criminal penalty for a first violation. However, a
driver who has filed proof of financial responsibility and thereafter operates
or perm.it3 the operation of u vehicle, without financial responsibility, is
subject to a $.100 fine; and the court may require, as a condition of probation,
that the person file proof of financial responsibility.

The American Insurance Association, in its 1979 Summary of Selected State
Laws and Regulations Relating to Automobile Insurance, summarizes the law as
a compulsory insurance law. However, the effect appears to be very similar
to a financial responsibility law. A driver or owner can operate an uninsured
vehicle without penalty, until he is involved in an accident. There will be
no insurance or assets for the protection-of an injured party, if the driver

or owner is financially irresponsible. The injured party can, if he recovers



a judgment against the driver or owner, require the Department of Motor Vehicles
to suspend the driving privileges and registration rights of the driver until
the judgment is paid. However, the injured party cannot, as under Ohio law,
require the Department to suspend those rights if the driver or owner fails
to post security.

I have written the California Department of Motor Vehicles to determine
whether it has had any effect upon the number of uninsured motor vehicles
in the state.
Recent enactments in other states

At the present time 2S states [if California law is not considered to be
a financial responsibility law] have compulsory liability insurance laws.
All of those states require the insurance to cover both personal injuries and
property damages. Fourteen of the states are no-fault states. Five of these
state are "add-on benefits" states, 1in which insurers are required to offer
insureds an option to obtain first-party-benefits insurance payable, regardless
of fault, to the insured, his family, occupants of the insured vehicle and,
in some states, pedestrians struck by the insured vehicle. Eight of the states
have neither no-fault or add-on benefits insurance.

All no-fault states, except Florida [bills have been introduced in Florida
to require compulsory insurance], have compulsory liability insurance laws.

Those states are:

Colorado Michigan
Connecticut Minnesota
Georgia New Jersey
Hawaii. New York
Kansas North Dakota
Kentucky Pennsylvania
Massachusetts Utah

Insurers generally have favored no-£ault laws, although they have also
generally opposed compulsory liability insurance laws. Insurers have stated
that insurance counsel believe that compulsory liability insurance requirements

strengthen the constitutional basis for no-fault insurance. Cogent arguments



can be made that a person should not be compelled to purchase insurance

for his own protection and not for the protection of others. Further, if no—
fault were volunta~y, it seems clear that a financial irresponsible person
would have an incentive to purchase insurance for his own protection at the
expense of victims of his negligence.

In some no-fault states, the compulsory liability insurance provision 1is
a simple statement that no vehicle shall be registered or operated in the state
unless it carries both no-fault and liability insurance.

Other no-fault states have more detailed compulsory liability insurance
laws. The legal procedures set forth indicate a serious intent to enforce the
compulsory insurance requirements, rather than a perfunctory compliance with
constitutional requirements.

The five add-on states that require compulsory liability insurance are:
Delaware, Maryland, Oregon, South Carolina, and Texas. I think the history
in all of those states indicates that the requirements are based upon a policy
decision that compulsory insurance should be adopted, rather than upon a policy
decision that add-on benefits insurance might be declared unconstitutional if
compulsory liability insurance is not required.

Enactment of compulsory insurance laws in the nine remaining states appear
to be based solely upon a policy decision to require all motorists to be

covered by proof of financial security. Those states are:

California Nevada

Idaho North Carolina

Louisiana Oklahoma

Montana West Virginia
Wyoming

In recent years, West Virginia has enacted a completely new compulsory
insurance lav;. Six other states have amended their compulsory insurance laws:
Colorado (no-fault), Connecticut (no-fault), Georgia (no-£ault), Montana,
Oklahoma, and Nevada (repealed its no-fault law). The following portions of

this memorandum discuss those recent enactments.



West Virginia

West Virginia has enacted a completely new law, which represents an
opposite approach from that of Texas and California by following the approaches
of early state compulsory insurance laws (Massachusetts, 1924; New York,

1956; and North Carolina, 1957) that require insurers to notify the Commissioner
of Motor Vehicles of termination of insurance. See Sections 17D-2A-1 through
17D-2A-9, West Virginia Code effective July 9, 1981.

It requires security to be maintained continuously and prohibits the
operation of a motor vehicle by a person who knows that it is not covered
by proof of financial security.

Insurers must provide insureds with certificates of insurance, which
must be submitted by the insureds to the Commissioner in order to obtain
registration of a motor vehicle.

Cancellation of an insurance policy is only effective upon the expiration
of 30 days notice to the insured and the Commissioner. Nonrenewal is effective
only upon the expiration of a 45-day notice to the insured and the Commissioner.
Unless the insured proves that the vehicle is covered by other security
before the expiration date, the Commissioner is required to suspend the
registration and issue an order authorizing seizure of the registration plates.

All insurance policies must be for a period of at least 90 days, except
as may be otherwise provided by rules of the Commissioner of Insurance.

Officers investigating accidents are required to inquire as to insurance
covering the vehicles involved, and report to the Department of Motor Vehicles
as to any vehicle or person not covered by insurance.

Violators are subject to a 90-day suspension of driving rights, and
revocation of motor vehicle registration rights until such time as they
provide proof of security.

The law makes no provision respecting the carrying of proof of insurance

upon vehicles; but presumably administrative rules of the police, department



of motor vehicles, or commissioner of insurance will be enacted to cover
the problems arising during the course of investigation of a traffic accident.

In theory, the West Virginia law permits the state to ascertain from
its own records, at all times, whether a motor vehicle is insured. Accordingly,
it is in a position to obtain back promptly the registration plates of uninsured
vehicles. The theory is that the incidence of accidents in the short interval
prior to the retrieval of registration will be relatively low.

It appears worthy of particular note, that West Virginia has not followed
the pattern of enactments in recent years of requiring self-certification
of insurance, rather than submission of insurance certificates, to the
Department of Motor Vehicles in order to obtain registration of a motor
vehicle. For example, New York reported an annual savings of $3 million
when it changed to a self-certification program.

Eoth of the Ohio House Bills (H.B. 192 and 404) pending in subcommittee
provide for self-certification, following the pattern of Louisiana, Idaho,
and several other states.

Colorado (no-fault)

Colorado law (Chapter 101, 1981 Session Laws of Colorado) now requires
applications for registration to contain a statement that motor vehicle
insurance coverage is mandatory in the state and that violation of the require—
ments is a Class | offense. It requires the registration certificate issued to
the owner of a vehicle to contain the same notice.

However, the Colorado law does not require an applicant for registration
to present evidence of insurance or sign an affidavit that the vehicle is
covered by insurance.

In terms of H.B. 192 and 404, it is arguable that Colorado law would be
simpler to administer- since there would be no need to sign or explain affidavits

of insurance coverage. Furuner, the act of obtaining registration of an uninsured motor



vehicle could be made a criminal offense, even though the applicant does not
sign an affidavit.
Connecticut (no-fault)

Connecticut Public Act 81-27 now requires insurers to issue duplicate no—
fault automobile identification cards- one to be provided to the 3ureau of Motor
Vehicles and the other to be carried on the motor vehicle.

The act also requires the certificate to be effective for one year, with
a space to add the vehicle identification number of any vehicle that subsequently
becomes covered by the insurance and the signature of an officer of the insured
authorizing the change.

The act also permits the issuance of a permanent identification card with
a future date. The word "renewal"™ must appear in close proximity to the
effective date.

The act appears to add more detail to the statute; but arguably makes its
enforcement more efficient.

Georgia (no-fault)

Recent Georgia Legislation (Georgia Laws 1980 Session No. 1342 (H.B. 1542)
now allows municipalities to enact compulsory insurance ordinances. The effect
is to permit the municipal corporations to retain fines and court costs in such
cases.

Montana

Chapters 409 and 410, Montana Session Laws 1981, makes a person who inten—
tionally provides false information on an insurance certification, required
in order to register a motor vehicle, guilty of unsworn falsification. It
requires an insurance card to be carried on every motor vehicle, and increases
the penalty for operating an uninsured motor vehicle to $250.

Nevada (repealed its no-fau.lt law)
Chapters 447 and 742, Laws of Nevada, Sixty-First Session (1981), have

made a number of changes in its compulsory insurance law.



Chapter 447 exempts certain, motor vehicles from the requirement of being
covered by proof of security, where the Department of Motor Vehicles has issued
a temporary permit authorizing the movement or operation of the vehicle within
the state for a limited period of time.

Chapter 742 adds provisions requiring the suspension of the driving privileges
and motor vehicle registration rights of any person convicted of violating their
compulsory insurance law. The suspension must remain in effect unless the person
files and maintains proof of financial responsibility for a period of three
years after the reinstatement of his driving, privileges.

It further requires any person, who moves to Nevada from a state in which
he has been required to maintain proof of financial responsibility, to file
and maintain proof of financial responsibility in Nevada for the same period
of time required by the other state.

It further shortens the period for requesting an administrative hearing
from 30 days to 15 days.

It also requires a person who files an accident report reporting damage
to a motor vehicle to include an estimate of repairs or statement of total loss
from an established repair garage, a licensed adjuster, or a licensed physical
damage appraiser.

Oklahoma

Oklahoma several years ago enacted a relatively simple compulsory insurance
law similar to chose in Louisiana and ldaho. Earlier this year, it increased
the penalty for violating its <m=llfrom a fine not more than $100 to a fine of
not more uhan $250. In addition, the amendment now permits the imposition of
imprisonment for a period not to exceed 30 days. 47 Oklahoma Statutes Ann.
Section 7.606

I have noted in comparing the compulsory liability laws of the various
states that the monetary penalties generally are less than the cost of liability

insurance.



Compulsory underinsured motorist: insurance coverage

All 27 of the states that have adopted compulsory liability insurance
laws have also adopted laws requiring insurers to provide uninsured motorist
coverage. Eleven of those states do not permit the insured to reject uninsured
motorist coverage. Insurers state that a majority of insureds, in states that
permit the rejection of such coverage, include it in their policies. Generally,
this factor has been considered by opponents of compulsory insurance as the "most
damning proof that liability insurance laws don"t work." They further state
that the result is to place the burden of paying premiums and the cost of
enforcement of compulsory insurance laws upon good drivers who take out insurance.

Stares that do not permit an insured to reject uninsured motorist coverage
are: Connecticut, Maryland, Massachusetts, Minnesota, New Jersey, New York,
North Dakota, Oregon, Pennsylvania, South Carolina, and West Virginia.

Colorado, Delaware, Georgia, Hawaii, ldaho, Kansas, Kentucky, Louisiana,
Montana, Nevada, North Carolina, Oklahoma, Texas, and Utah permit insureds to
reject the coverage in writing.

Michigan requires the coverage, but has no provision regarding rejection
in writing.

Policy objectives and alternatives to compulsory insurance

Policy objectives of compulsory insurance laws are to:

— compensate injured drivers;

— require all highway users to contribute to the cost of insurance; and

— remove from the highways those who are such poor risks that they cannot
obtain or afford insura ce.

The policy objective of compensating injured drivers could also be
accomplished through no-fault insurance, uninsured motorist coverage, unsatisfied
judgment funds, or assigned claims plans. None of these would, of course,
compensate an uninsured motorist; for no reason appears why the law should

adopt a policy to compensate a p""~son who violates the law.



This memorandum has already listed the state"s having no-fault laws.

Michigan, New Jersey, New York, and North Dakota have unsatisfied judgment
funds. In New Jersey and New York the fund is supported entirely by insurers.

In North Dakota, the fund is supported by a $1 fee paid by motor vehicle registrants
whether insured or uninsured. Michigan imposes a $45 fee for its plan which

applies only to motorcycles. Claimants are paid from unsatisfied judgments

funds only after they are unable to collect from ocher resources of the judgment
debtor. The judgment debtor is liable to repay the fund, and his driving and
registration rights may be suspended until such time as he repays the amount

owed the fund with interest. However, he can escape the obligation and obtain

back his driving and registration rights by obtaining a discharge in bankruptcy
proceedings.

Assigned claims plans are generally established in no-fault states. Under
these plans, individual insurance companies are assigned, on a rotating basis,
to investigate and settle claims. They are reimbursed by a fund made up from
contributions by all companies doing business in the state.

Although all of the above methods appear to be aimed at accomplishing the
goal of compensating an injured person substantially to the same extent as he
would have been compensated if the responsible party had been covered by liability
insurance, none of them accomplish the second policy objective of requiring
all highway users to contribute to the cost of insurance protection. Certainiy
the small sum of $1 paid by uninsured owners in North Dakota and $45 paid by
uninsured motorcycle owners in Michigan bear little relation Lo the cost of
liability insurance protection in those states.

To the extent that the person liable is denied driving rights until he
pays damages, the above methods accomplish the purpose of keeping a financially

irresponsible driver off the highways- but only after he has injured someone



CONCLUSION

The above memorandum lists the trends in recent legislation relating to
compulsory insurance. Unfortunately, it is not possible by an examination of
legislation in this area to determine the effectiveness of the law.

The policy alternatives range from simple prohibitions to complex monitoring
of every motor vehicle and automobile liability insurance policy in the state.

We know of no state that is completely satisfied with the effectiveness of

its law.
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COMPULSORY AUTOMOBILE INSURANCE

This memorandum examines: (1) proponent and opponent arguments relative to
compulsory automobile insurance; (2) automobile insurance plans that are sometimes
used in conjunction with compulsory automobile insurance; (3) alternatives to
compulsory automobile insurance; and (4) the difficulty of analyzing the impact
on insurance rates of various automobile insurance programs.
Arguments for ar.d against compulsory automobile insurance

Various arguments have been advanced in favor of, or against, compulsory
liability insurance. 3ec.ause of the complex nature of the subject, some of these
arguments are intermingled in such a way that it is difficult to break them down
into single statements presenting both sides of particular issues. The following
review includes those arguments most frequently raised about compulsory insurance
that are comparatively clear-cut and have been discussed in pro and con terms.

Pro: Proponents of compulsory liability insurance have said that such laws
ensure that all drivers in a state will be able to pay for any damage they might
cause as a result of the use of their vehicle (e.g., the vehicles cannot be
registered, and therefore cannot be operated, unless proof of such ability is
given). Consequently, there either will be no uncompensated accident victims in
a state where such a law is in effect, or the number of such victims will be much
lower than in a state not having such a law.

Con: Opponents of compulsory liability insurance have said that such laws
will neither ensure that all drivers in a state have insurance nor greatly reduce
the number of uncompensated accident victims. They cite lack of required coverage

resulting from expiration or cancellation of insurance policies, illegal operation



(driving when no coverage is in effect is most often mencioned), hic-skip accident
and those caused by drivers from states not having compulsory insurance laws.

Pro: Proponents have said that even though compulsory liability insurance
laws may not succeed in ensuring that all drivers in a state have the required
coverage at times, more drivers carry coverage under such a law chan do under
a financial responsibility law.

Con: Opponents have said that a “ompulsory liability insurgnce law does not
necessarily ensure that more drivers will carry coverage than under a financial
responsibility law. They cite comparisons of estimates of uninsured motorists
in states having compulsory insurance laws with estimates of uninsured motorists
in states having financial responsibility laws as showing little, if any, differer.
in this particular effect of both types of laws.

Pro: Proponents have said chat a properly enforced compulsory liability
insurance law will insure that more drivers carry coverage than would in a state
having a financial responsibility law.

Con: Opponents have said that proper enforcement of a compulsory liability
insurance law can be obtained, if at all, only at a high cost. They cite addi—
tional numbers of uniformed enforcement personnel needed and Che imposition of
complex reporting procedures on state agencies as a result of the necessity to
keep track of persons whose coverage has expired or been canceled.

Pro: Proponents have said that all just claims should be paid, chat cue
payment of claims and the elimination or reduction of uncompensated losses iIs eh =
principal function of automobile insurance, and that a compulsory liability insur—
ance law will accomplish these purposes better than a financial responsibility law

Con: Opponents have said chat a compulsory liability insurance law suggests
that everyone 1is insured; it therefore creaces excessive claims consciousness and
an inducement to file a claim on the slightest provocation or even on no grounds

at all. They have said chat these exaggerated and somecimes fraudulent claims



increase litigation and court congestion, and also tend to make insurance rates
higher 1in states having compulsory laws than in those having financial responsi—
bility laws.

Pro: Proponents have said that institution of a compulsory liability
insurance law need not cause increases in premium rates or force companies to
write coverage at. a loss if rates are set at levels that will return a reasonable
operating profit. They have noted thac the public does not usually choose insurance
policies on the basis of price alone.

Con: Opponents have said that a compulsory liability insurance law will cause
increases 1iIn premium rates because all substandard risks must be provided insurance
unless removed from the highway by licensing authorities. This, opponents have .
said, means that acriaent frequency milx increase for insured drivers, and premium
rates will 1inevitably reflect chr increase.

Unsatisfied judgment funds and assigned risk plans

Under compulsory automobile insurance laws, insurance companies are not
precluded from applying their customary underwriting standards in determining
whether to write a policy. As a consequence of this and other factors associated
with ensuring that most motorists will have coverage and that most victims at
automobile accidents will be compensated for their losses, states have adopted
unsatisfied judgment funds and assigned risk plans.

New York 1is an example of a compulsory automobile insurance state thac has
established an unsatisfied judgment fund. This fund is financed by assessments
against insurance companies doing business in the state, based on net direct
premiums written. Moneys in the fund are used to compensate victims of uninsured
or fTinancially irresponsible drivers, but payment of compensation requires legal

action and recovery of a judgment as a prerequisite.



Assigned risk plans, which are found in every scate, make insurance coverage
available to drivers who have poor driving records and are unable to obtain
coverage in the private market. Ohxo"s plan is set forth in section 4509.70, and
requires participation of every insurance company writing automobile liability
or physical damage policies.

A fairly recent Maryland compulsory automobile insurance law established the
Maryland Automobile Insurance Fund, which has features of both an unsatisfied
judgment law and an assigned risk plan. Thus, Maryland law attempts to cope with
two problems thac may accompany the enactment of a compulsory automobile insuranc
law— compensation of persons who have been injured by uninsured motorists, and
provision of a means whereby persons who have been refused coverage by private
insurance companies may procure insurance.

Alternatives to compulsory automobile insurance

Two alternatives to compulsory automobile insurance are uninsured motorists
coverage and financial responsibility laws. “Mandatory uninsured motorist covarag
represents an attempt to ensure compensation of accident victims. This type of
coverage, which is usually an add-on to a regular automobile liability policy, is
paid for by the insured driver and protects him against damages caused by an
uninsured driver. Ohio law (sec. 3937.18) presently requires insurance companies
doing business in the state to offer uninsured motorist coverage to all policy—
holders, but does not mandate that policyholders purchase the coverage.

The major difference between a compulsory liability insurance law and a
financial responsibility law such as Ohio®"s (Chapter 4509.) is that the former
requires persons owning motor vehicles to present, at time of registration, proof
of their ability to pay for any damage that may be caused with the vehicles, whil
a financial responsibility law requires, subject to suspension of registration or

license, presentation of such proof only after a person has been involved in an



accident. 3och types of laws usually permit proof of ability to pay for damages
to be given in a variety of ways: by an automobile liability insurance policy
meeting statutory requirements for minimum amounts of coverage, a deposit of a
specified amount of cash or securities with a state officer, a deposit of a securit
bend in a specified amount, or by a certificate or self-insurance (generally
available onxy to persons who own 25 or more motor vehicles). In practice,
however, individual policies of automobile liability insurance are most frequently
used as proof of ability to pay for damages when required by either type of law.
Effect of automobile insurance plans on insurance rates

It is difficult to demonstrate how compulsory automobile insurance or one of
its alternatives affects automobile insurance rates. Data made available to us
by Nationwide Insurance, for example, compare automobile insurance rates in various
cities throughout the United States, both in compulsory and noncompulsory insurance
states (see enclosure). While it is possible to point out, for instance, thac
Boston, which is in a compulsory insurance state, has higher races than Cleveland,
which 1is in a noncompulsory insurance state, it is highly speculative to attribute
the difference in races between these cities solely to the presence of compulsory
insurance in Massachusetts and its absence in Ohio. The major reason for Che
speculative nature of such an analysis is the very complex interplay of the many
v riables that affect the establishment of a rate: (1) the influence of
inflation and the cost of living in a particular area; (2) the rata filing law
(file and use, prior approval, open competition, etc.); (3) the permissible race
classifications (age, sex, marital status, location of place where a car 1is
garaged); and (4) the relationship between compulsory automobile insurance laws

and general automobile insurance statutes (e.g., no fault insurance).
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Chicago 322,355  $663 o« $ 652§ 535 § 393
Indianapolis 142,613 329 278 223 135
(Cleveland 733,956 531 437 . 353 357
[Boston  (Compulsory) 623,000 899 1135 . 999 "« 609
[Memphis, Tenn. 620,873 « 355 321 221 220
Colirabus, OK 533,415 324 279 223 211
k-liami, Fla. (Compulsory) 331,553 454 . 410 390 . 455
IDayton, OK ' 239,591 300 . " 285 223 134
Yonkers, N.Y. (Compulsory) 204,739 433 614 . 651 435
Flint, Mich.  (Compulsory) 193,571 357 .. 450 391 235
Salt Lake City, Utah (Ccnpul 176,793 325 264" 255 *; 173
Hartford, Conn- (Compulsory) 155,863 425 539 250 360
Pasadena, Calif. (Compulsory) 131,723 334 « 313 239 312-
Peoria, 111. 125,735 235 300 222 207
Springfield, OH 76,500 263 223 183 . . 155
Altoona, PA (Compulsory) 62,9000 230 w256 ' - 259 173
New Concord,. OK 2,313 245 193 171
m Jonesville, Mich. (Compulsory) 2,081 " 242 347 . 253 211

"Ratiny bureau

"“Chart suooliod by Natiorr.-n.de Insurance _ o
"'Conculsoryl designations supplied by legislative Service Commission
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COMPULSORY MOTOR VEHICLE LIABILITY INSURANCE
summary

Compulsory insurance laws require all owners of
motor vehicles  to buy and maintain insurance as a
condition for registéring their vehicles. Such insur-
ance has been urged as a solution tc the problem of
financially improvident motorists. More than 20 percent
of Illinois motorists and 50 percent of Chicago motor-
Ists may be without insurance.

~Twenty-nine states have enacted compulsory motor
vehicle insurance laws, Two additional states have com-
pulsory motor vehicle insurance laws that have not yet
gone into effect. "No-fault" motor vehicle insurance
also has been established in 20 of those states.

_ Over' 30 bills Rrowdmg for compulsory liability
insurance coverage have been introduced in” the Illin0is
General Assembly since 1971, but none have been adopted.
Compulsory insurance was also provided for in several

"no-fault”™ insurance proposals. *

_ One of the major problems with compulsory insurance
is that of enforcing the law requiring motorists to
maintain insurance coverage throughout the re?|strat|_on
period.  Some states have adopted procedures to confis-
cate driver’s licenses, license plates, and registration
certificates of those failing to maintain insufance in
addition to other penalties.

_ Proponents believe that only through compulsory
insurance will there be any compensation available Tor
wrongful injuries or property damage in motor vehicle
accidents. ~Opponents argue ‘that compulsory insurance
laws would be ineffectivé or too costly and could
increase pressure on government to further regulate or
even supplant private “insurance.
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Compulsory motor vehicle insurance laws require
every application for the registration of a motor
vehicle fo be accompanied by proof that the vehicle is
covered by a liability F0I|cy or other form of _ _
protection against the e%al liability that may arise in
connection with its oPera ion. The re%Jstrat|on will
not be granted without such proof. Notice that the
coverage has been cancelled results in a revocation of
the registration, and operation of a noncovered
automobile leads to driver's license suspension or
revocation, and usually to criminal penalties.

. According to Illinois Department of Insurance
figures, 21 percent of re8|stered private passenger
vehicles in Illinois in 1978 were uninsured, and over
half of such vehicles in Chicago were uninsured.

Percent
Registered* Insured Uninsured uninsured
Chicago 1,269,916 612,800 657,116 52%
Cook County 1,359,584 915,736 443,848 33
exclud ing
Chicago
Illinois 3,276,861 3,147,205 129,656 4
excluding
Cook County
Illinois Total 5,906,361 4,675,741 1,230,620 21%

[Ilinois Proposals for Compulsory Insurance

_ I1linois has had a financial re3ﬁonsibLth law
since 1938, It requires persons who have failed  to
satisfy a judgment for any liability from a previous
accident to furnish "proot of financial responsibility
for the future"” in amounts of $15,000 for injury or

death to one person; $30,000 for injury or death to two
or more persons; and $10,000 for property damage.?2

This has been criticized because 1t does nothing to
protect against harm from the first accident.

Since 1971 the [llinois General Assembly has
considered over 30 bills which would require” compulsory
automobile insurance on a broad or limited basis. Nong
of these measures became law. Main provisions of the
proposals are shown in Table

*The Department reduced the. actual figures by about 5 percent
because of automobile sales, and the figures may be distorted
by the switchover to multi-year license plates.



Table 1

Proposed Legislation for Compulsory Auto, ibile Insurance
for Illinois, 1971-1982

Year and Required minimum
bill no. liability '(\:/overage* Penalty*1
1972 H.B. 4344 $10,000/$100,000/%$5,000 maximum $1,000 fine or 1 year
imprisonment
1973 H.B. 243 20,000/ 407000/ 5,000 not specified
and H.B. 817
1973 H.B. 950 10,000/ 20,000/ 5,000 petty offense; license and
registration may be revoked
1974 H.B. 2414 not specified not specified
1975 H.B. 3062a/ 10,000/ 20,000/ 5,0D0 Class C misdemeanor; license
and S_.B. 15D0 and registration may be
revoked
1977 H.B. 545 10,000/ 20,000/ 5,000 Class A misdemeanor; license may
be revoked up to 90 days?
forfeit vehicle registration
1977 H.B. 634 10,000/ 20,000/ 5,000 Class A misdenieanor; forfeiture
of vehicle registration
1977 H.B. 928 20,000/ 50,000/ - license may be suspended
1977 H.B. 1234 10,000/ 20,000/ 5,000 Blass A misd"-.mcanor
1977 S.B. 409 not specified not specified
1977 S.B. 840 10,000/ 20,000/ 3,000 not specified
1977 S.B. 1113 10,000/ 20,000/ 5,000 Class C misdemeanor; license
and registration may be
revoked
1978 H.B. 2614 10,000/ 20,000/ 5,000 Blass A misdemeanor
1979 H.E). 206 10,000/ 21\J00/ 5,000 Class A misdemeanor
1979 H.E. 2443 not specified not specified
and S.B. 117
1979 S.E. 51 10,000/ 20,000/ 5,000 not specified

1979 S.E. 127 10,000/ 20,000/ 5,000 Class A misdemeanor



Year and

bill no.

1981 H.B. 9
and S.B. 90

1981 H.B. 11,
H.B. 315 and
S.B. 222

1981 H.B. 332

1981 S.B. 151

1981 S.B. 152

1981 S.B. 969

1982 H.B. 2326
and H.B. 2573

19B2 H.B. 2678

1982 S.B. 12BO

=The first figure
the second figure
persons in the came accident,
property damage.

Table 1 (cont"d)

Required minimum
liability coverage*

$10,00Q/$20,000/$5, 000

15,000/ 30,000/10,000

requires no-fault bene—

fits and maintains
current safety re-
=sponsibility law

not specified

not specified

10,000/ 20,000/ 5,000

15,000/ 30,000/10,000

requires no-fault bene—

fits and repeals
safety responsibility
low

10,000/ 20,000/ 5,000

is the minimum coverage Tor bodily
is the minimum coverage for bodily injury or death to two or mure
and the third figure

Penalty**

Class A misdemeanor

Class A misdemeanor

revocation or suspension of
driver®9 license and
vehicle registration

not specified

suspension of driver"s license
up to 90 days; Class A
misdemeanor

suspension of driver®s license
and vehicle registration

Class A misdemeanor

revocation or suspension of
driver®s license and vehicle
registrotion

suspension or revocation of
driver®s license and motor
vehicle registration; und for

first offense, £/ fine; second

offense, $200 fine

injury or death to one person,

is the minimum coverage for

=<Te penalty is for driving without the required liability insurance.

n/H.B. 3062 was substituted for H.B."s 1766,

Source: examination of bills by Legislative Council

1035,

1066, and 2719.

staff.



Laws in Other States

_ Twenty-nine states have compulsqory motor vehicle
insurance faws. Indiana and New Mexico have also passed
compulsory motor vehicle insurance laws. However,

Indiana's” lav,? does not 80 into effect until January 1,
1983, and New Mexico's does not go into effect until
January 1. 1984 Generally, motor vehicles will not be
registéered in_the state unless the application for
registration is accompanied b¥ proof of abllltly to
respond in damages up to limits of, for example,
$20,000, bodily |njur¥]"or death to one person; $40,000,
bodily m*ury or death per accident: and $5,000,
coverage Tor property damage.

No-fault insurance laws have been established in

20 states with compulsory liability insurance laws.
No-fault insurance is protection policyholders receive
from their own insurance companies to compensate them
for economic loss suffered as a result of motor vehicle
accidents, regardless of fault, Il states that have
no-fault insufance laws still have l[iability insurance
provisions hecause no-fault beneficiaries have the right
to sue negligent parties when no-fault benefits are
inadequate or sericus injury results. Thus, drivers in
states with no-fault laws need liability coverage.

Examples of Procedures Followed in Enforcing
Compulsory Insurance Laws

CAIl of the states having compulsory insurance laws
provide for penalties against those who fail to maintain
the required insurance,  The problem of enforcing the
requirements of maintaining insurance coverage iS one
that plagues administrativé agencies.  Some States have
enacted procedures to be followed by insurance companies
and administrative agencies in order to insure that
motorists maintain insurance coverage through the
vehicle registration period, Some examples of these
procedures “are described below.

States with compulsory motor vehicle insurance laws

genera require the insurer to notify the commissioner
0f motor” vehicles that the insured has cancelled or
failed to renew the insurance policy. Upon receipt of
such notification, the state acts to revoke or suspend
the operating license or the registration plates unless
the owner or driver licensee provides satisfactory
gg{%eﬁg% that another insurance policy has been

Ined.



Compulsory Liability Insuranc: Coverage Requirements arid Penalties, 1932

Required minium

State coveraqge* Penalt ies**

California $15,000/$30,000/$ 5,000 up to $100 fine for each offense

Colorado 15,000/ 30,000/ 5,000 class one traffic offense

Connecticut 20,000/ 40,000/ 5,000 misdemeanor

Delaware 10,000/ 70,000/ 5,00C $150 to $1,000 fine

Flor ida 10,000/ 20,000/ 5,000 license and registration suspended

Georgia 10,000/ 20,000/ 5,000 misdemeanor

Hawai i 25,000/ — / 10,000 $100 to $1,C00 fine

Idaho 10,000/ 20,000/ 5,000 misdemeanor

Indiana 25,000/ 50,000/ 10.000 misdemeanor

(ECF. 1/1/03)

Kanal$ 25,000/ 50,000/ 10,000 misdemeanor

Kentucky 10,000/ 20,000/ 5,000 $50 lo $500 fine

louisiaria 5,000/ 10,000/ 1,000 up to $500 fine

Marylnnd 20,000/ 40,000/ 10,000 misdemeanor

Kiisnnchuset ta 10,000/ 20,000/ 1,000 $100 to $500 fine or up to 1 year
imprisonment

Michigan 70,000/ 40,000/ 10,000 misdemeanor

Minnesota 25,000/ 50,000/ 10,000 misdemeanor

Montana 25,000/ 50,000/ 5,000 misdemeanor

Nevada 15,000/ 30,000/ 10,000 not less than $100 nor marc thun $500 fine

New Jersey 15,000/ 30,000/ 5,000 $50 to $200 fine or imprisonment from
30 days to 3 months for 1st offense

New Mexico 15,000/ 30/000/ 5,000 misdemeanor

(Eff. 1/1/04)

New York*** 10,000/ 20,000/ 5,000 $100 to $1,000 fine and/or up to
15 days imprisonment

North Carolina 25,000/ 50,000/ 10,000 misdemeanor

North Dnkola 25,000/ 50,000/ 10,000 registration revoked

OkInhumo 10,000/ 70,000/ 10,000 up to $100 fine nnd license suspended

Oregon 15,000/ 30,000/ 5,000 license suspended

Pennsylvania 15,000/ 30,000/ 5,000 misdemeanor

South Carol inn 15,000/ 30,000/ 5,000 misdemeanor

Texas 10,000/ 20,000/ 5,000 misdemeanor

Utah 20,000/ 40,000/ 10,000 misdemeanor

West Virginia 20,000/ 40,000/ 10,000 misdemeanor

Wyoming 10,000/ 20,000/ 5,000 misdemeanor

*1lhc first figure 1is the minimum coverage for bodily injury or uenth to one person,
the second figure is the minimum coverage for bodily injury or death to two or more
persons 1in the nnme accident, nnd the third figure is the minimum coverage for
property dumagc.

=<The penalty ia for driving without the required liability insurance.

===|n New York coverages for death of one person is $90,1100 and for death to two or
more persona is $100,000.

Note: Stales will: no-fault insurance arc shown in boldface type.

Source: Listed in Appendix A.
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~In Georgia, for example, the insurance company must
notify the public safety department within 5 days after
the effective date of cancellation of required coverage.
The state suspends the driver's license and the license
plates for a period of 60 days and until proper proof of
required insurance has been Tiled.

Kansas law states that no I|abJI|ty_PoI|cy can
be terminated during the policy period "either by
nonpayment of premiums or at the request of the insured
unless the insurer notifies the vehicles division in

the revenue department, within 20 days after the
termination for _nonpayment or within 20 days after
receipt by the insurer of insured's cancellation

request. ~When the division receives such notice from
the insurer, the division must notify the owner b
re%jstened or certified mail that, 30 days after the
notice is mailed, the registration will be revoked for a
period of 60 days, unless within those 30 days the_ owner
demonstrates proof of financial security. Upon failure
to furnish such proof, registration of ‘the vehicle will
be revoked and the driver™ license suspended.

_In Maryland each insurer is required to immediately
notify the ransPortatLon department of the termination
or other lapse of required security, The department
IS required to make a reasonable effort to notify the
insured that the registration of the vehicle has been
automatically suspended. Within*48 hours after
receiving the suspension notice the driver must
surrender evidence of registration. If the driver
refuses to return the evidence of registration, the
driver's operating license may be suspended.

- Massachusetts law requlres the insurer to give
written notice to the public safety department of the
cancellation of the insurance policy. The re9|strar

ma¥ revoke the registration unless,” at least Z days
betore the effective date of cancellation, the re?|strar
receives a new certificate of insurance covering the
motor vehicle.

New York also requires the insurer to notLty the
commissioner of motor vehicles of the termination of
an insurance contract. The commissioner is required to
revoke the registration of the vehicle upon receipt of
e¥%de?ce that " the insurance policy is no longer in
effect.

North Carolina law requires notice of cancellation
bK the insurer to the transportation department, whether
the cancellation is by the insurer or by the .insured.
The owner_is re3U|red to surrender the certificate of
registration and license plates fo> 60 days unless



nsibility is maintained in some other

financial respo
able to the department.

manner accept

The registration and plates may be restored within
the 60 day period if financial responsibility is
certified to the division. A $§60 restoration fee s
charged. During the suspension period the car may not
be registered in the name of an immediate family member.
Failure to regort the termination of an insurance policy
results in a $200 civil penalty.

. In South Carolina the insurer must immediately
notify the highway department of the termination o
lapse” of any ‘insurance policy, Upon notification of the
termination” or lapse of a policy, the certificate of
registration is automatically suspended and remains
suspended until other security 1is provided. Within
5 days after cancellation or expiration of the policy,
the Insured must obtain_ other insurance or surrender’ the
license plates and registration certificate.

Upon receiving information that the policy has heen
terminated, the department will suspend the reqgistration
and plates and, within 15 days, .initiate action to
repossess the registration certificate and plates. If
the owner refuses to surrender the registration, the
department is required to take physical possession of
the registration and plates and hold them until proof of
insurance coverage is received. A reinstatement fee of

5 must be paid. Any person failing to return the
e

i
registration and glates Is subject to a fine of $§100 or
imprisonment for 30 days. Sale of the vehicle to a
fami [y member carries a similar penalty.

Arguments For Compulsory Insurance

Advocates of compulsory insurance point out that
where voluntary automobile ‘insurance coverage is high,
the addition of a relatively small number, aplorommately
20 percent, to the ranks of the insureds should not
raise the rates of the drivers who are already insured,
The protection provided all drivers under compulsory
insurance would outwm%h the financial outlay which
would be required of those motorists who have no
insurance.

Administrative problems which might result because
of compulsory insurance should not be a justification
for not having such insurance. Administrative problems
can be worked  out once the program is started.



Compulsory insurance need not have a detrimental
effect on insurance companies. If the minimum rates are
set at levels that will ‘assure reasonable operating . .
profits, the existing system for marketing and servicing
insurance can remain” unthanged.

Compulsion is an element that is inherent in any
%Ian to combat the financjally irresponsible motorist,
ompulsory insurance provides a direct answer while
other approaches are covert methods of forctn% motorists
to have Insurance. If it is wise to establish financial
responsibility after an accident, why not before?

Only through compulsory insurance will there be any
substantial elimination of ‘the possibility of lack of
com_%enstanon for wrongful injuries in automobile
accidents.

Compulsory automobile insurance of general

application is merely an_extension of earlier laws
requiring a showing of financial responsibility for such
classes as_young motorists, the owners and opérators of
buses, taxicabs, car rental services, and the like.

A Gallup Poll taken on the question of compulsory

mobile insurance in 1965 indicated that a majority

he nation's adults favored it. The nationwide

ngs were as follows: 53 percent favored compulsory

_ r_anc%; 42 percent opposed it'; and 5 percent had no
on.

A more recent poll conducted by Louis Harris and
lates and the Department of InSurance, the Wharton
University of Pennsylvania in 1974 indicates
an even larger majority cf people favored

Isory insurance laws.”” The findings were as

S
S

percent favored compulsory insurance; 7 percent

osed it; and 2 Percent WEre not sure.4 For a more

8te Emture of the results of this poll, see

IX B.

Arguments Against Compulsory Insurance

_ One basic obdectm_n to compu[]sor_y automobhile _
Insurance advanced its opponents is the claim that it
involves an undesirable degree of regimentation and a
danger of increasing pressure on government to_further
requlate or even supplant private “insurance. Those who
resist compulsory insurance proposals maintain that
political pressure to keep premium rates low will

cc% bine with a rising curve of losses and jury verdicts
a

S
|
mo
tributable to the compulsory laws to drive the private
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ability field, and to
their place,,

arriers
nstall s

Opponents of compulsory liability insurance claim
that the passage of compulsory liability insurance laws
increases the costs of insurance for consumers.
Statistically, it is very difficult to link c_ompulsor%
insurance, only one of many factors contributing to the
cost of insurance, to incréased premium costs.5
Comparing the increase of insurance premiums before and
after Passage_ of a compulsory insurance law is not a
reliable indication of the effects of compulsory
insurance on insurance rates, mainly because inflation
rates, a principal factor in insurance rates, differ
from year to year. Thus, a major increase after the
passage of a compulsory insurance law may be linked to a
major increase in the ‘inflation rate.

The National Association of Independent Insurers
recently conducted a statistical comparison of insurance
rate increases. The Association rePorted on the
insurance rate increases in six states that have enacted
compulsory insurance laws (California, Louisiana,
Maryland,” Oklahoma, Oregon, South Carolina) and_ compared
the ‘rate increases in each compulsory state to increases
in three similar states without compulsory insurance.
For example, the association comPared insurance rate
increases in California, one of the compulsory states,
to increases in Illinois, Ohio, and Texas, three states
similar to California in (1) demographic characteris-
tics, (2) the amount of insyred vehicles, and
(3] geographic characteristics. The study revealed that
[l Six “compulsory insurance law states had higher

c out of the automobile [i
| tat

I
e insurance funds in

|
insurance rate increases than the increases in the three
comparable states without compulsory insurance for the
same time period. Even though the Statistical evidence
seems overwhelming, the association warns that their
approach may be stbjected to criticism because of
pog,gmle "flaws" in the approach that the association
used.

Another fundamental argument of opponents is that
even among those who are unwilling or unable to buy
insurance the careless driver js decidedly in the
minority, and that compulsory laws would force the many
who are ?areful to buy insurance because of the few who
are careless.

Another argument against compulsory laws is that
motorists who are coerced into purchasing insurance
will, out_of resentment or perhaps a falSe sense of .
security induced by the compulsory law, restrict their
buying of c_overagzes to the minimums specified in the
law, and will not bother to pr. vide themselves with such
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"extras" as medical coverage and high personal injury
and property damage limits.

~In addition, the required protection against
uninsured motorists now provided by insurance carriers
has obviated much of the alleged necessity for
compulsory liability automobile insurance.6

Notes

1, According to Robert Gossrow, casualty actuary
Mlhr%0|s Department of~Insurance, phone conveérsation of
ay .
. 111. Rev. Stat. 1981, ch. 95 1/2, sec.
7-203 ff. _

3. Chicago Sun-Times, September 10, 1966.

4. Louis Harris and Associates and the Department
of Insurance, the V7harton School, University of
Pennsylvania, Sentry Insurance_National Opinion Study: A
Profile of Consumer Attitudes Toward Auto and
Homeowner's Insurance, p. 46 (Jan. 1974).

5. National Association of Independent Insurers,
Compulsory Automobile Liabjlity Insurance. (Undated).

6 ||IP Is law requires that all liability

. . linoi . .
insurance policies must include uninsured motoris

0 {
coverage. (L11. Rev. Stat. 198.1, ch. 73, sec. 755a.)
Source

Commerce Clearing House, Automobile Insurance Law
Reporter (looseleaf to date); Illinois Legislative
Council File 9-002, "Compulsory Motor Vehicle Insurance"
(1979); [Illinois Legislative Council File 9-194,

Compulsory Motor Vehicle insurance" (1981).



Appendix A

Citations to Compulsory Motor Vehicle Insurance
Provisions™ in 31 States

Calif. Vehicle Code, secs.
Colo. Rev. Stat., secs. 1
Conn. Gen. Stat. ‘Ann.. se
Del. Code tit. 21, sec.

Fla. Stat. Ann., Secs. 62

Ga. Code Ann., secs. 56-340
Hawaii Rev. Stat secs. 294-1
ldaho Code, secs. 49-232 ff. a
d. Code Ann. secs. 9-1-4-

ns. Stat. Ann secs. 40-310

3

31
Rev. Stat. Ann., secs. 304, 39-
Rev. Stat. Ann. secs. 32:86
Transp Code Ann., secs. 17- f.
ss. Gen. Laws Ann., ch. 90, s 4A-34]: ch. 175,
secs. 113A-113H.
ich. Comp. Laws Ann., secs. 500.3101 ff,

Stat. Ann., secs. 65B.41 ff

Rev. Code Ann. . secs. 61-6-101 ff.
ev. Stat., Sec. 485185

tat. Ann. sec. 39:6B

. Stat. Ann., secs. 66 5.249 ff.

ehic. and Traffic Law, secs. 310 ff.

en. Stat., secs. 20-309 ff. and 20-279.1 ff.
. Cent. Code, secs. 26-41-01 ff,

Stat. Ann., tit, 47 secs. T- 101 ff.

Rev. Stat., ch. 486,

-~
a 5

o <<
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40, secs. 10
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Appendix B

Breakdown of the Results of a 1974 Louis Harris Poll
Concerning Compulsory Motor Vehicle Insurance

- Question: Should all drivers be required
by the Government to carry auto
.insurance?
Should be  Should not Not
required be required sure
Total 91% 21 2%
Have automobile insurance 94 5 1
Own automobile but has no
Insurance 62 31 !
Under $5,000 86 10 4
5000 to $9,999 89 8 3
10,000 to $14,999 94 b
15,000 and over 93 6 1
Age 18 to 29 05 13 2
Age 30 to 49 93 5 2
\ge 50 and over 92 5 3
Married . 92 b 2
Not married 87 10 3

Source: Sentry Insurance National Opinion Study: A
Profile of Consumer Attitudes Toward Auto and
Homeowner's Insurance conducted by Louis Harris

and Associates and the Department of Insurance,
the Wharton School University of Pennsylvania,
p. 46 (Jan. .1974),



RESEARCH MEMORANDUM FILE 9-194
March 5, 1981-(revised)

COMPULSORY MOTOR VEHICLE INSURANCE
Summary

Compulsory liability insurance laws require all
owners of motor vehicles” to prove and maintain liahility
insurance as a condition for reglsterln%_ their vehicles.
Such insurance has been urged as a solution to the
problem of the financially” improvident motorist.

~ QOver 20 bills providing for compulsory automobile
liability insurance coverage have been introduced in the
[Ilinois” General Assembly Since 1971, but none have been
adopted.

Twenty-six states have enacted compulsory auto-

mobile insurance laws. "No-fault" automobile” insurance
also has been established in 19 of those states.

_ One of the major problems with compulsory auto
insurance is that of enforcing the law requmn%
motorists. to maintain insurance coverage throughout the
auto registration period. Some states have adopted
procedures to confiscate drivers' licenses and auto
plates of those failing to maintain insurance in
addition to other pendlties.

_ Proponents believe that only through compulsory
insurance will there be any compensation available for
wrongful injuries or property damage in automobile
accidents. “Opponents argue that compulsory auto
insurance laws lead to a high degree of reglm_entatlon
and a danger of socializing™ the insurance Dusiness.

Paul W. Reeder _
Senior Research Associate

PWR:mE/clc

05191



Compulsory Insurance Legislation

The compulsory automobile liability insurance
approach has as it$ essence a requirement that every
ordinary application for the regjistration of a motor .
vehicle” be accomPan|ed by a showing that the vehicle is
covered b¥_an automobile” liability "policy or other form
of protection against the Ie%al lTability that may arise
in connection with its operation, and to make the grant-
ing of the license application depend upon’such showing.
Notice that the coverage has been cancelled results in"a
revocation of the regiStration, and operation of a non-
covered automobile leads to driver's Tlicense 'suspension
or revocation, and usually., to criminal penalf'es.

The insurance industry estimates that approximately
83 percent of all motorists in the U.S. are iInsured, but
that Jarge numbers of drivers continue to operate
vehicles without liability insurance.

[Ilinois Proposals for Compulsory Insurance

~ Illinois has had a financial responsibility law
since 1938, It requires Fersqns who have failed to
satisfy judgment for any liability from a previous
automobile accident to Turnish "proof of financial
responsibility for the future™ in amounts of $15,000 for
injury or death to one person; $30,000 for injury or
death’ to two or more persons: and $10,000 for property
damage. This_has been criticized because it does
nothing to p:jtect against the first accident.l

Since 1971 the Illinois General Assembl% has
considered over 20 bills which, either on a broad or
[imited basis, would require compulsory automobile
insurance.. None of these measures, of which the main
provisions are shown in Table 1, became law.

Legislation in Other States

. Twenty-six states have enacted compulsory auto-
mobile insurance laws. ("No-fault" autuiuuliic insurance
also has been established in 19 of those spates.),
Generally, motor vehjcles will not be registered in the
state unless the application for registrdtion is

accompanied by proof of ability to fespond in damages up
to limits of,  for example, $20,000 (bodily damage or
death to one person), $40,000 (for bod|I¥ injury or
death to two or moré persons), and $5,000 (coverage for

property damage).



Illinois Legislation for Compulsory Automobile Insurance, 1971-1980

Year and Required minimum

bill no. charge* Penalty**

1972 H.B,. 4344 $10,000/%$100,000/55,000 maximum $1,000 fine or 1 year
imprisonment

1973 H.B . 243 20,000/ 40,000/ 5,000 not specified

d H.B . 817

1973 H.B. 950 10,000/ 20,000/ 5,000 petty offense; license and
registration may be revoked

1974 H.B . 2414 not specified not specified

1975 H.B. 3062a/ 10,000/ 20,000/ 5,000 Class C misdemeaner; license

and S.B . 1500 and registration may be

revoked

1977 H.B . 545 10,000/ 20,000/ 5,000 Class A-misdemeanor; license may
be recoked up to 90 days;
forfeit vehicle registration

1977 H.B . 634 10,000/ 20,000/ 5,000 Class A misdemeanor; forfeiture
of vehicle registration

1977 H.B . 928 20,000/ 50,000/ license may"be suspended

1977 H.B . 1234 10,000/ 20,000/ 5, 00 Class A misdemeanor

1977 S.B . 409 not specified not specified

1977 S.B . 840 10,000/ 20,000/ 5,000 not specified

1977 S.B . 1113 10,000/ 20,000/ 5,000 Class C misdemeanor; License
and registration may be
revoked

1978 H.B . 2614 10,000/ 20,000/ 5,000 Class A misdemeanor

1979 H.B . 206 10,000/ 20,000/ 5,000 Class A misdemeanor

1979 H.B. 2443 not specified not specified

and S.B . 117 not specified not specified
1979 S.B. 51 10,000/ 20,000/ 5,000 not specified
1979 S.B. 127 10,00/ 20,000/ 5,000 Class A misdemeanor

*The Tfirst figure is the minimum coverage for bodily injury, or death to one
person, the second figure is the minimum coverage for bodily injury or
death to two or more persons in the same accident, and the third figure is
the minimum coverage for property damage.

**The penalty is for driving without, the required”liabil ity insurance.

j/h.B. 3062 was substituted for H.B."s 1764, 1835, 1866, and 2719.

Source: Examination of bills by Legislative Council staff.



Table 1

Compulsory Liability

Required minimum

State coverage*
California $15,000/%$30.000/% 5,000
Colorado 15,000/ 30,000/ 5,000
Connecticut 20 ,000/ 40,000/ 5,000
Delaware 10,000/ 20,000/ 5,000
Florida 10,000/ 20,000/ 5.,000
Georgia 10,000/ 20,000/ 5,000
Hawai i 25,000/ -—-/ 10,000
Idaho 10,000/ 20,000/ 5,000
Kansas 15,000/ 30,000/ 5,000
Kentucky 10,000/ 20,000/ 5,000
Louisiana 5,000/ 10,000/ 1,000
Mar>land 20,000/ 40,000/ 5,000
Massachusetts 10,000/ 20,000/ 1,000
Michigan 20,000/ 40,000/ 10,000
Minnesota 25,000/ 50,000/ 10,000
Montana 25,000/ 5,000/ 5,000
Nevada 15.000/ 30,000/ 5,000
New Jersey 15,000/ 30,000/ 5,000
New York 10,000/ 20,000/ 5,000
North Carolina 25,000/ 50,000/ 10,000
North Dakota 25,000/ 50,000/ 10,000
Oklahoma 5,000/ 10,000/ 5,000
Oregon 15,000/ 30,000/ 5,000
Pennsylvania 15,000/ 30,000/ 5,000
South Carolina 15,000/ 30,000/ 5,000
Utah 15,000/ 30,000/ 5,000

*The first figure
person, the second figure
two or more persons in the same accident,
coverage for property damage.

**The penalty
Note: States with no-fault
Source: Commerce Clearing House,

to dace).

is the minimum coverage for bodily
is the minimum coverage for bodily
is for driving without the required
insurance are shown

Automobile

Insurance Coverage Requirements and Penalties , 1980

Penalties**

up to $100 fine for each offense
misdemeanor

misdemeanor

$150 to $1,000 fine

license suspended

misdemeanor
$100 to $1,000 fine
misdemeanor
misdemeanor
$50 to $500 fine ,

misdemeanor, suspension of license

up to $100 fine

$100 to $500 fine or up to 1 year
imprisonment

misdemeanor

misdemeanor

misdemeanor

unlawful operation of motor vehicle

$50 to $200 fine or imprisonment from
30 days to 3 montlis

misdemeanor

misdemeanor

registration revoked

up to $100 fine nnd license suspended
license suspended

misdemeanor

misdemeanor

misdemeanor

injury or death to one
injury or death to
and the third figure is the minimum
liability insurance.
in bold face type.’

Insurance Law Reporter (looseleaf



Examples of Procedures Followed In Enforcing
Compulsory Insurance Lavs

CAIl of the states having compulsory insurance lav/.
Prowde for penalties against those who fail to maintain
he required insurance, . The problem of enforcing the
requirements of maintaining insurance coverage iS one
that plagues administrative a?enmes. Some States have
enacted statutory procedures to be followed by insurance
companies and admininstrative agencies in order to
Insure that motorists maintain insurance coverage
through the vehicle registration perjod. Some examples
of these procedures aré described below.

States with compulsory motor vehicle insurance laws

generally require the insurer to notify the commissioner
0f motor” vehicles that the insured has cancelled or
failed to renew the insurance policy. Upon receipt of
such notification, the state acts to revoke or suspend
the operating license or the registration- plates unless
the owner or driver licensee provides satisfactory
eg{dencg that another insurance policy has been
obtained.

. In Georgia, for example, the insurance company must
notify the Department of Public Safety within 5 days
after” the effective date of cancellation of requiréd
coverage. The state suspends the driver's license and
the license ta?s for a period of 60 days and until
proper proof of required insurance has” been filed.

_Kansas law states that no liability policy can be
terminated during the policy period b?]/ the insured b%/
either nonpayment of premiums or at the request of the
insured unleSs the insurer notifies the Division of
Vehicles, Department of Revenue, within 20 days after
the termination date. When the director of vehicles

receives such notice from the insurer, he must notify
the owner Dby registered or certified mail that, at tne
end of 15 days after the notice is mailed, the
regi|strat|on_W|II be revoked for a period of 60 days
unfess, within those 15 days, the owngr demonstratés
proof of financial security. Upon failure to furnish
such proof, registration of the vehicle will be revoked
and the driver™ license suspended.

In Maryland, each insurer is required to.imme—
diately notify the Motor Vehicle Administration,
Department of Transportation of the termination or other
lapse of required security and the Administration is
required to make a reasonable effort to notify the
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insured that the registration of the vehicle has been

automatically suspended. The owner has 48 hours of the
suspension notice to surrender- evidenceof registration,
and his driver s license will be suspended up“to 1 year.

Massachusetts law requires the insurer or the
red to give 20 days' written notice to the reglstrar
he motor vehicles, in the Office ¢f Public_Safety,
he cancellation of the insurance policy. The
gistrar may revoke theregwtratlon unless, not less
than 2 days prior to the effective date of cancellation,
the registrar receives a hew certificate of insurance
covering the same motor vehicle.

Insu
of t
of t
regi

Mew York also requires the insurer to notify the
commissioner of the Department of Motor_Vehicles of the
termination c¢f an insurance contract. The commis-sioner
is required to revoke the registration of the 'vehicle
upon receipt of evidence thaf the insurance policy is no
longer in effect.

North Carolina law .requires notice of cancellation
by the insurer_to the Division of Motor Vehicles,
Department of'Transportation, whether or not the
cancellation is by the insurer or by termination by the
insyred. . The owner is required . to surrender the
registration certificate of registration and auto plates
to "the Department unless financial responsibility fis
maintained in some other manner acceptable to the
Department.

. In South Carolina the insurer must immediately
notify the Department of H|g1hways and Public Transporta-
tion ‘of the termination or Tapsé of any insurance
policy. Upon notification of the termination or lapse
of a policy, the certificate of registration is
autom_atlc_aliy suspended and remains suspended until the
security is ‘replaced. Within 5 days after cancellation
or expiration qof the policy, the insured must have,
secured other insurance or surrender the vehicle license
plates and registration certificate.

‘Upon receiving information that the policy has heen
terminated, the De_Pa_rtment will suspend the%egistration
and plates and, within 15 days, initiate action to pick
up the registration certificdate and plates. |f'the
owner refuses to surrender the registration, the
Department is required to take physical possession of
the registration and plates and hold thorn until proof of
insurance cover_a%e Is received. Any person failing to
return the registration and plates may be subject to a
fine of 2100 or imprisonment for 30 days.. Sale of the
vehicle to a family member carries a similar penalty.



Arguments For Compulsory Insurance

Advocates of compulsory insurance point cut that
where voluntary automohile insurance coverage is h|gh,
the addition of a relatively small number, estimate
variously from 5 to 15 percent, to the ranks of the
insureds” should not raise the rates of the drivers who
are already insured.

The protection provided all drivers under compul-
sory insurance would outweigh the financial outlay which
would be required of those motorists who have no
Insurance.

Administrative problems which might result because
of compulsory insurance should not be™a justification
for not having such insurance. Adminisfrative‘problems
can be worked out once the program is started.

Compulsory insurance need not have a detrimental
effect on insurance companies. If the minimum rates are
set at levels that will assure reasonable operating
profits, the e'xistina system for marketing and servicing
Insurance can remain unchanged.

Compulsion is an element that is inherent in any
lan to combat the financially irresponsible motoris..
ompulsory insurance provides a direct answer while
other approaches are covert methods of forcgnﬁ motorists
to have Insurance. If it is wise to establish financial
responsibility after an accident, why not before?

Only through compulsory insurance will there be any
substantial elimination of the possibility of lack of
compensation for wrongful injuries in automobile

accidents.

. Compulsory automobile insurance of general appli-
cation _is merely an extension of earlier laws requiring
a showing of fipancial responsibility for such classes
as young motorists, the owners and oRera_tors of buses,
taxicabs, car rental services, and the like.

A Gallup Poll taken on the question of compulsqry
aytomobile insurance in 19G5 indicated that* a majority
of the nation's adults favored such legislation, ~ (There
has been no subsequent poll.) The nationwide findings
were as follows: 53 percent favored compulsory
legislation; 42 percent opposed such laws; and 5 [1>ercent
had no opiniton (Chicago Sun-Times, September 10, 1966).



Arguments Against Compulsory Insurance

_One basic general objection to compulsory auto-
mobile insurance advanced by its opponents is’ the claiih
vhat it involves an_undesirable degree of regimentation
and a danger of socializing the inSurance buSiness.. |
Those who resist compulsory insurance proposals maintain
that political pressure to keep premium rates low will
combine with a rising curve of losses and jury verdicts
attributable to the Compulsory laws to drive ‘the private
carriers out of the automobile liability field, and to
install state insurance funds in their place.

Another fundamental argument of those who oppose
compulsory laws is that, even among those who are
unwilling” or unable to buy insuranCe, the careless
driver is decidely in the minority, and that compulsory
laws would force ‘the many who are careful to buy
insurance because of the few who are careless.

Another argument against compulsory laws is that
motorists who are coerced into purchasing insurance
will, out of 'resentment or perhaps a falSe sense of .
security induced by the compulsory law, restrict their
buying ‘of Qovera%es to the minimyms specified in the
law, and will not bother to provide themselves with such
"extras" as medical coverage and high personal injury
and property damage limits.

. In addition, the required protection against
uninsured motv. *ists now provided by insurance carriers
has obviated m ?h of the alleged necessity for
compulsory lia ility automobile insurance.

Note

1. 111. Rev. Stat., 1900 supp., ch. 95 1/2, secs.
7-101 ff,

Source

Commerce Clearing House, Aut
orter (looseleaf to date); Illinois Legis Lat-ive
ncil File 9-002, "Compulsory Motor Vehicle Insurance”
79); Illinois Legislative Council File sO7H-Ils,
mpulsory Motor Vehicle Insurance™ (1900).
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Appendix A

Citations to Compulsory Motor Vehicle Insurance
Provisions™ in 26 States

Calif. Vehicle Code, ch. -2, div. 7.

Colo. Rev. Stat. secs. 10-4-701 ff,

Conn. Gen. Stat. Ann., secs. 38-319 ff.

Del. Code, tit. 21, sec. 2118,

Fla. Stat. Ann. secs. 627.730 ff.

Ga. Code Ann., secs. 56-3401b ff: $ec. 56-9915.2.

Hawail Rev. Stat sec. 294-1 ff.

ldaho Code, secs. 49-232 ff: secs. 49-234 ff.

Kans. Stat. Ann, sec. 40-3101 ff.

Ky. Rev. Stat. Ann. sec. 304.39-010 ff.

La. Rev. Stat.. Ann. secs. 32:861 ff.

Md. Code Ann., secs.17-101 ff.

Mass. Gen. Laws Ann. ch. 90, secs. 34A-34); ch. 175,
secs. 113A-T13H.

Mich. Comp. Laws Ann., secs. 500.,2101 ff.

Minn. Stat. Ann. secs. 65B.41 ff.

1979 Mont. Laws, ch. 592.

Nev. Rev. Stat., sec. 484,263,

N.J. Stat. Ann., sec. 39:60-1.

N.Y. Vehic. and Traffic Law, secs. 310 ff.

N.C. Gen. Stat. secs. 20-309 ff: secs. 20-279.1 ff.

N. Dak. Cent. Code, secs. 26-41-01 ff.

Okla. Stat. Ann., tlt 7. secs. 601 ff,

Oreg. Rev. Stat., ch. 386.

Pa. "Cons. Stat. Ann.. tit. 40, secs. 1009.1Cl ff,

S.C. Code, secs. 46-750.101 ff,

Utah Code Ann., secs. 31-41-1 ff.



Pouch Y, Slate Capitol
Juneau, Alaska 99811

(907) 465-3991
March 10, 1981
MEMORANDUM
TO: Representative Thelma Buchholdt

FROM: Betty Barton
Research Staff

RE: Motor Vehicle Insurance
Research Request No. 81-32

This memorandum responds to .your request Tor |Information concerning
compulsory liability and no-fault automobile insurance, including infor—
mation on innovative reparations systems for automobile accidents, in
other states. To research™"this top.ic;~we"have“reviewed* the""programs,of® J
several states, including North Carolina, Michigan, and Florida. We
have contacted agency representatives from Alaska and other states, as;

COMPULSORY LIABILITY INSURANCE-,

Yo ¥
Until the 1970"s, the tort liability system, where losses are deter-"
mined through a judgement of the courts, was the established means of
making reparations for auto accidents. Based on principals of fault
law, the tort liability system assumes there 1is an innocent victim and a
wrongdoer in accidents where damages have occurred. Through the systenm,

losses are shifted from the victim to the wrongdoer, when a wrongdoer
can be found.

Initially, when automobiles were only 1in the hands of the wealthy,
drivers relied upon their own assets to provide payment for accidents
caused by their vehicles. As the availability of automobiles increased,
drivers without the necessary assets began to purchase insurance in
the event that they might be required to pay for damages caused by their
motor vehicle. Originally the purpose of automobile 1insurance was to
defend the policyholder against suits, and in the event that‘fault was
determined, to pay the damages *o the limits of the policy. |If a policy—
holder was considered to be "judgement-proof", too poor to be sued by
the victim or too poor to pay a judgement of the courts, the insurer was
not required to pay on behalf of the policyholder. Gradually, to extend
a party"s ability to receive compensation, states began to require that
auto insurers provide payment regardless of the policyholders®™ ability
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to pay. Consequently, what was initiated as an indemnity policy became
a liability policy, eventually extending further to the liabilities
incurred by an uninsured person driving the car with the insured owner®s
permission.

Increasing concern about uninsured drivers, resulted 1iIn most states
enacting a financial responsibility act, where drivers are required to
show proof that they have access to financial assets sufficient to cover
future accidents. (Many states, including Alaska, restrict the applica—
tion of this law only to drivers having an accident history.) As the
number of uninsured drivers lacking the assets to reimburse a victim for
losses increased, several states began to mandate the purchaselof liabil—
ity insurance by residents.

Today, 24 states have compulsory liability insurance laws. Of these
states, many include both no-fault and liability programs. Several &
states, however, have not initiated a no-fault program; North Carolina
is one such state. :

North Carolina Compulsory liability Program -

ik 5 ||||ft n e \]l * A 3
North Carolina ,has one of the older compulsory liability auto -insurance
programs in the nation. Financial responsibility ;requirements were

established in 1947. In 19153, legislation regarding compulsory financial.,,
security was enacted; it was refined and strengthened in 1957.7.' Under
North Carolina law, motor vehicle owners are required to provide one of
several assurances of financial security in the event of future tort
liability, including a liability insurance policy, a financial security
bond, or a financial security deposit. Most drivers select liability
insurance; other options are generally regarded to be less attractive
for the average driver. For example, the security deposit required in
the state is $75,000 annually, which precludes most vehicle owners from
utilizing this as an option.

The law was recently amended to raise the limits of liability to $50,000
for bodily injuries of all personl injured in an accident, subject to a
limit of $25,000 per person, and $10,000 coverage for property damage.
All vehicles are subject to the compulsory liability requirements with
the exception of government vehicles.

Administrative aspects of the North Carolina law have been recently
revised to allow for more cost-efficient program operation. When persons
register their vehicles or renew their registrations, their insurance
coverage is certified by recording the date and identification number of
the policy. Insurers are required to notify the Department of Motor
Vehicles of any changes or cancellations of policies. Because of the
administrative burden of this requirement (which some have said resulted
in 85,009 notices of changes 1in policies monthly), the requirement has
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been amended so that insurers notify the department only of changes
occurring within the first 6 months of the life of the policy.

For remaining policies, a spot-check system based on random sampling has
been implemented. According to an agency spokesperson, the department
has experienced a notable savings by revising the administrative compo—
nents of the. program. Four years ago the program required a clerical
staff of approximately 127 persons; today 15 staff persons and about
$85,000 of annual computer time are used to administer the program.
Similarly, the number of highway patrol officers used in the enforcement
of the program has-decreased from 37 to about 5 officers, who are used
primarily to pick up license plates of delinquent auto policyholders

o o w7V
For a variety of reasons, including uniform policy rates, a 'points
program, a subsidized insurance market, and a 6 percent limitation on
ra*e increases for annual filings, North Carolina does not have the high
policy rates frequently associated with compulsory liability Insurance.
According to Joe Register,- of-the-Department of--Motor Vehicles*-North
Carolina currently fs one of ffve states in the nation with the lowest
policy rates;- According to Mw&Register, the average liability policy
costs $100; his personal policy, which covers 4 automobiles and 1 plck-up
truck, ,and includes, one .23 year-old male, with several points.against-
him, and one 18 year-old;female; costs $450 per year: However; a driver/s---
record in.; North. Carolinai .hasraaslgnif-icant impact- on the cost™of*hls or 1
her policy. A. driver™havingvno. moving violations for 3 or more" years,.v
receives a 10 percent>discount on his policy, while a driver wlthTl,2
points on his record faces a rate 550 percent above the basic policy
cost (one point represents a 20 p%Jcent increase)g
Part of North Carolina®s low rate structure is due to 1its reinsurance
program, which was subsidized by the state and is now supported by all
policyholders through a 6 percent surcharge on all policies.* Reinsurance
is an agreement between the insurance company and another organization,
the reinsurer, that the organization will assume a designated amount of
risk for a given policy. The reinsurance program was establish®d
through legislation enacted 1in 1977 to improve the assigned risk plan,
where drivers who cannot obtain insurance due to the risks associated
with their age, sex, or pri”r driving record, are assigned to individual
automobile insurers in the state in proportion to the total amount of
premiums each insurer has written. The assigned risk method resulted in
significant.losses .($120 million 1in 1973) for the insurance Industry.
Under the reinsurance program, a person desiring coverage buys insurance
from any insurance agent and pays his premium to the company. However,

1 North Carolina®s vreinsurance program currently is the subject of a
legal battle due to questions regarding the equity of the surcharge
on policyholders.
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if a claim is filed against a high risk policyholder, the source of
payment for the losses would be the reinsurance program.

It is estimated that approximately 5 percent of North Carolina®s resident
drivers successfully evade the system and are uninsured. Of the ac—
cidents occurring in the state involving in-state drivers, less than
one-half of one percent are found to be uninsured. Of 300,000 licensed
drivers in the state, 1,500 annually have their licenses suspended for
noncompliance with the insurance requirements.

A copy of the North Carolina law, with 1its most recent amendments 1is
attached to this"report.(Appendix A..-i > c?

NO-FAULT INSURANCE m: U

The concept of no-fault insurance signifies a change®in the established
system of reparations in auto accidents. |Iiere the tort system assumes
the presence of a;wrongdoer in every accident, the no-fault system empha-
sizes expedient compensation for. losses by the insurer® regardless of
fault.® Proponents of no-fault: argue that as 94 percent of the driving =
population may a”iclpate involvement 1n a traffic accident within the ~’
next ten years, vrault. may no longer be vthe prime consideration. In
essence then, a .no-faiilt.. program "replaces the traditional system ofK
torts, where, faulty-is determined and"compensation is”awarded through®a
judgement/of the courts, with a system of direct compensation, regardless,
of fault,"made directly to an insured policyholder™ by his insurance
carrier.

Although the components of a rio-fault program vary, a no-fault program
could include the following provisions:

1) Owners and operators of motor vehicles obtain first-party
insurance coverage for protection against the cost of personal
injuries (or the Injuries of other occupants of their auto—
mobiles) sustained in automobile accidents.

2) No-fault Dbenefits cover economic losses, medical expenses,
lost wages, and replacement services, with no coverage pro—
vided for general damages (i.e., Tinancial compensation made
for pain and suffering).

|

3) Tort liability for bodily injuries 1is abolished ertcept in the

event of death, or a permanent or serious disability.

The purpose of no-fault insurance programs basically was to speed up the
compensation process and to increase the amount of compensation received.
Under the tort liability system, victims normally rpcover only about 50
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percent of their losses from all sources, e.g. tort liability claims,

life and health insurance, automobile collision insurance, sick leave,

workman®s compensation, and disability, health, and other insurance bene—
fits. Additionally, some people argue that tort liability recoveries are

often inequitable, having little relationship to the amount of economic

loss sustained. As an example, compensation for pain and suffering which

accounts for over half the amount of total tort recoveries, 1is generally
regarded to be highly subjective, with the amount of compensation awarded

varying from one case to another.

The effect a no-fault program will have on insurance premiums 1is coyﬂf
tingent upon a number of variables. It is generally agreed that premiums
will increase under a no-fault program when there 1s an increase in the
number of persons receiving benefits and when the benefits paid to persons
with large economic losses are higher than under a liability program. Con—
versely, a premium decrease will occur from the reduction (or elimination)
of pain-arid-suffering allowances and potential reduction in claim-adjust-
ment costs. SavinQVrtd be"rd"SITzed by the "state depend upon a variety
of conditions including such /issues as the proportion of single-car
accidents and the proportion of allowances, that formerlywent toward
general damages®.; =

Michigan No-Fault Insurance”"Program r -,
Lo hugr e iwiwinw Vs LI

The Michigan program, in operation since 1973, representsone =of the
purest forms of no-fault insurance plans in the nation In the degree to
which it restricts®lawsuits. Under the Michigan program, general damages
are recoverable through the courts only if an auto accident injury results
in death, serious impairment of a bodily function, or permanent and
serious disfigurement. Unlike some no-fault states, there is no dollar
threshold associated with noneconomic losses.2 No recovery through the
tort liability system is allowable for economic losses (special damages)

2 A threshold refers to the point, which 1s measured in time, money, or
other ways, beyond which tort [liability can be established. At any
point heneath the threshold, reparations are paid through the insurance
carrier with no recourse in the courts. For example, Hawaii has es—
tablished a threshold of $2,500 in medical expenses (or death or per—
manent disability) before a person is entitled to file a tort lawsuit.
The threshold has kept 90 percent of those injured in car accidents
within the no-fault system and out of court. Conversely, Kansas has
a dollar threshold of $500. The level of the threshold can be an
important factor in assessing the cost-effectiveness of the program.
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and all recovery for special damages occurs through the insuring company.
Under Michigan law, persons entitled to benefits as a result of in-state
accidents are the insured and his or her family, occupants of the insured®s
vehicle, and pedestrians.3

Unlike most states, Michigan also generally excludes property damages
from the tort liability system. Property damages may be recovered through
the insurance company subject to the provisions of the insured™s policy.
Under a policy for collision insurance, there is a $400 (maximum) de—
ductible. Under a recently implemented Michigan law, parties can sue a
no-fault driver for up to $400 in. order to recover the. amount of the
deductible. Insurance companies are required by law to provide a minimum
of two types of collision policy options: 1) "limited collision” which
provides the driver with compensation if he has been found not to be at
fault and which provides drivers with coverage similar to that found
under the tort system; and 2) "broad collision,”™ which offers extended
property damage coverage, regardless of fault, and has no deductibles. =
'V,
Policy rates for no-fault 1insurance 1in Michigan have risen since-the;,
program was 1initiated 1in 1973;*1However, according to state insurance
staff, studies have indicated that the rate of increase for policies 1in
Michigan have not been out of line with those experienced in,other statesiM...
and, 1n fact, often have Increased at a slower rate. Part of the problem,”-
according to Barb Edwards, Policy Analyst for Michigan®s”.Jnsurance”
Bureau, 1is attributable to the fact that under a no-fault plan, a driver”
is purchasing more insurance coverage which causes the"cost of a policy
to rise. Although policy costs may be higher under a no-fault program,
studies of the program have indicated that individuals are getting signi—
ficantly more 1insurance for their dollar than was the case under the
tort liability system where much of the insurance dollar frequently was
consumed by attorneys®™ fees. Barb Edwards added that the basic policy,
mandated by law, 1is not expensive; collision coverage, which 1is not
required by law, bears a higher cost.

According to Ms. Edwards, the public response of Michigan =residents
toward the no-fault program generally appears to be favorable. Studies
have indicated that the majority of the Michigan population 1is insured.
The uninsured, eslimated to range between 6 and 15 percent of all drivers,
are concentrated 1in sections of the Detroit area. Research findings
that many of the uninsured are drivers having better-than average driving
records, have prompted the developnent of the Essential Insurance Law,
enacted January 1, 1981. This law changes the underwriting and rating
schedule for auto 1insurance to vrequire insurance companies to offer
"eligible persons,”™ defined by law as those having good driving records,

3 In out-of-state accidents, benefits may be extended to the insured,
family, and auto occupants, but not pedestrians.
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insurance coverage through their regular programs rather than through
coverage purchased through an assigned risk pool.

Michigan®s provisions for unlimited compensation for medical and re-
habilitation expenses have caused some conflict within the insurance
industry. In 1977, company representatives argued that unlimited coverage

was making the purchase of reinsurance difficult, where the responsibility
for a designated share of “n insurance company®s liability on a policy
is accepted by another organization. As a solution, insurance company
spokespersons approached the state legislature suggesting that an upward

limit be placed on medical benefits. Instead, the legislature responded
wu h a catastrophic claims fund; mdEstablished by statute 1in "1978,,_the"
" higan Catastrophic Claims Association, MCCA, is a reinsurance associa—
tion that pays for policy claims in excess of $250,000. The MCCA is
funded by the insurance industry; all auto.insurers are vrequired to
participate. The Association 1is supported by an annual assessment on a
per vehicle basis (approximately $6.00 per vehicle) and has become a
financially healthy entity representing $85 million in assets.... However,

as Is the caselin North Carolina, several aspects of the association are
currently being challenged in court. The effect that the suit may. bear
upon MCCA; or the Michigan no-fault program as a whole, 1is unknown.".

INNOVATIONS IN REPARATIONS SYSTEMS / Vi, .

For the most part, state policy makers and administrators are working to
refine their existing reparations systems rather than develop new pro—
grams. In this section, we have identified several interesting mechanisms
currently utilized in other states. In addition,we are attaching the
the policy statement of the American Automobile Association on automobile
coverage (Appendix B).

Subsidies to Low Income Drivers

Traditionally, questions of equity have arisen when states have imposed
mandatory Insurance coverage on all residents. It 1is argued by some
that by forcing a low-income driver, who has no assets to protect, to buy
liability insurance, it is the more affluent-driver that benefits from
the law. Similarly, 1if a low-inccme person, residing in a state where
no-fault insurance is compulsory, cannot afford to pay for insurance,
he could lack coverage for his own injuries and would, of course, be in
violation of the law.

Hawaii, which has a compulsory no-fault/liability program, has attempted
to resolve this problem by providing free (state-subsidized) coverage
for welfare recipients, . The program, in operation since last year., has
met some opposition. Supporters of the program have argued that the
poor will drive regardless, and the state-funded coverage protects the
public in the case of accidents involving an indigent driver.
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Unsatisfied Judgement Funds

Although not a new concept, several states maintain unsatisfied judgement
funds to protect the injured party in the event of an accident involving
a hit-and-run driver or a driver without insurance or assets. In some
states, funds are established so that awards may be made to individuals
unable to obtain compensation from irresponsible drivers.

Compulsory First Party Coverage

As discussed in our memorandum of February 16, 1981, the Florida program,
represents a somewhat different approach to no-fault. Florida is the
only state which mandates personal injury protection (i.e., Tfirst party)
but no longer requires individuals to hold compulsory liability insurance.
This change 1in program operation was implemented to help lower Florida“s-
rising policy costs.

Compulsory liability insurance and no-fault programs are broad and often
complex topics. We hope that this memorandum has assisted in providing
you with an overview of the concepts. If there are areas in which you*
would like us to do additional research, please do not hesitate to"contact®
us.

BB/bf
Ends.
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ALASICA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCHTAGENCY

Pouch V, State Capitol
Juneau, Alaska 99811

<907) 465-3991
February 16, 1981
MEMCRANDUM
TO: Representative Thelma Buchholdt

FROM Betty Barton”
Issues Analyst

RE: Motor Vehicle Insurance
Research Request No. 81-32

You have asked for information regarding compulsory liability and no-
fault Insurance for motor vehicles. As a component of t'?is request,
you expressed special Interest in receiving materials about Florida's
no-fault insurance law. We have assembled a copy of the law, as amended,
and some explanatory materials concerning it, which are attached to this
memorandum. In addition, we have contacted Terry Butler, Staff Attorney
for the Florida House of Representatives' Standing Committee on Insur-
ance, for information concerning the effects of the Florida law. Mr.
Butler is sending materials on the Florida Act, which will be forwarded
to your office upon arrival.

The Florida Automobile Reparations Reform Act, enacted in 1972, requires
motorists to carry first-party personal injury protection insurance
coverage with an overall Iimit of $10,000 per individual. This provides
coverage for 80 percent of the allowable medical expenses, 60 percent
of the individual's loss of income, replacement services (e.g., house-
keeping, day care), and funeral costs ($1,000 maximum). It should be
noted that Florida law no longer mandates compulsory liability Insur-
ance; this provision was repealed in 1977 because of its upward effect
on the cost of premiums.

Under Florida law, an accident victim cannot recover general damages
through the courts unless the accident has resulted 1n a significant
injury or death. In 1979, the tort threshold of the law was amended
to eliminate .all non-permanent injuries from consideration, by the
courts. This amendment was made in an effort to reduce the cost of
insurance premiums, which have been especially expensive in the popu-
lated areas of the state having a high risk rating, e.g., Dade County.

The Florida law has been fairly well received by the public, and is, of
course, popular with insurance carriers. In turn, the Act has been
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opposed by some of the state's attorneys who argue that the tort thresh-
old denies individuals access to the courts. In 1974, the Act was
upheld by the State Supreme Court. However, due to major amendments
to the law, several new cases have been initiated and are currently
pending.

If you have additional questions concerning the enclosed materials,
please do not hesitate to contact me. W are continuing to research
ether components of your request and expect to complete it in the very
near future.

BB/BF

Attachments



PRINCIPAL PROVISIONS OF THE FLORIDA LAW

The Florida Automobile Reparations Reform Act took effect Jan. |, 1972. It was
J

altered in 1973 and 1974 by decisions of the Florida Supreme Court and was revised in

1976, 1977, and 1978 by the legislature. The latest version,'effective Jari/L 1979, provides*,
that an accident victhn cannot recover general damages from a Motorist carrying the requiredj
insurance unless the accident results in: 7

—Significant and permanent loss of an important body function*

—Injury that is permanent within a reasonable degree of medical probability, other

—Slgnlflcant arid permanent scarnng or drs(leguuv\?ment ?
* - — fi

m~Deatti& ' >toetril .nw&pl Uv* v;
o . & et s _ »fltv
1 Motorists are required to carry aflMt partyjpelsonannjury protectlon insurance; ccv?
V. .*usuah:, -'W t
erage with an overall limit of S10, 000. ThIS coverage prowdes beneflts for 80 percent bfv
ee'rrXr

medical expagses ercgpt o fincome loss, replacement seryiggs, and, funeral couts (up 1o,
dical a.J;\s.. up ghtofi I I ts> Vi ch I t Ic

£1,000). If the loss exceeds this amount, the right to sue is available for the portion over
$10,000.1. ; vrrj; 9' *5% ¢ D e f

Insurers must offer deductibles of $250, $500, $1,000, $2,000, .$3,000, $4,000,

< *0* "o Co(*-*eoe Ly w7 * T e¥ hid

$6 000 and $8,000 for the personal injury protection coverage Deductibles can apply to

the policyholder alone or to the policyholder and relatives living in his household, but not
toothcrs.v Motorists can buy the coverage without benefits for income icss. at a lower rate.
Those eligible for Medicare can have Medicare benefits deducted from the no-fault benefits.
Those eligible for military health benefits can do the same.

All motor vehicles with four or more wheels are covered by the law, wliich also applies
to out-of-state vehicle owners who have their vehicles in Fiorida more than 90 days a year.

The 1976 amendments to the Iaw*providedv e/xtensive sa“_feguards against "Iai:rn fraud.' <C\1/LS—
Any physician, attorney, insurance adjuster, insurance company, or clain_qant that conspires ' '
to commit claim frand is guilt){ _oj avthird—degree fcr:I._r y. Any “ﬁospital-a::.l"rninistratolror ern—' *?
ployee who allows the use of hospital facilities by a.» nsured person to commi' claim fraud J
is also guilty of a third-degree felony, j

The law established a Division of Fraudulent Claims (now caiicd Division o f Insurance
Fraud) in the Florida Insurance Department to investigate suspected fraudulent activity.
Insurance companies arc required to report to the division any claims they suspect of being
fraudulent. Insurance companies and their employees and agents arc given immunity to law-
suits for libel that may arise because of the information they providt the division.

Doctors, hospitals, and other medical institutions arc required 10 provide sworn state-

ments that the treatment rendered to an accident victim was reasonable and necessary.



Historical Background
The original Florida law restricted tort liability in this wav: An accident victim
could not recover general damages unless his medical expenses exceeded 51,000, or the in-
juries resulted in permanent disfigurement, permanent injury, fracture of a weight-bearing
bone, a compound, commuted, displaced, or compressed fracture, loss of a body member
or function, or death. On April 17, 1974, the Florida Supreme Court, in a decision uphold-
ing the basic constitutionality of the law, strengthened the tort restriction. Recovery of
general damages was permitted only if the medical expenses exceeded 51,000, or the injuries
resulted in permanent disfigurement or injury, loss of a body member or function, or death.
In 1976, the legislature amended the law to allow recovery o f generaldamages only
«if the accident victim suffered loss'of a body iri“ber~eimanent loss o fa body function,:'
'permaner']t“inj'ury other than scarring or disfigurement, sig;nificant permarieI\'théarring or gis—r—
-_figurement, ora serious nonz—bggr?xénent’\injury that materially affected the victim’s ability to*

resimie hii normal activity and life-style (luring all or sugstantially all of the 90-day period »
e o B> -7 — - KoL

after the injury. 4

Until overturned by t... jurts, aprovision of the Florida law restricted tort recovery

for vehicle damage.. It req\l;lired insurers to offer two types of collision coverage to their

-t Jj e .i*---
policyholders..“ Basic” collision coverage paid for damage to the policyholder’'s automobile-
rtfloe W - e

only if tlie other driver was at fault.,”“ Full’’ coverage was like the traditional collision cover-
age, but itieliit;:m\?tlf.d the dedu.'clzti)k))J?.i\}‘ the other driver was at fault. A policyholderwho
chose to buy neither form of collision coverage was prohibited from suing, the driver at fault
unless the damage to his vehicle exceeded S550.

On July 11,1973, the Florida Supreme Court, in a four-to-Jirce decision, ruled this
portion of the law unconstitutional. Since motorists were not compelled to purchase either
form of collision coverage, the court said, the law abolished a long-standing right without
providing a reasonable alternative. If an alternate remedy had been provided, or if the legis-
lature had shown an overpowering public need for the reform, the abolition of the right
might have been constitutionally permissible, the court said.

The original Florida law provided benefits for 100 percent o f medical expenses and
85 percent of lost income (up to the S5.000 limit on the personal injury protection cove.-.ge).
The amendments in 1977 cut these coverages to 80 percent o f medical costs and 60 percent
ofincome loss. Until 1977, tlie law permitted deductibles only up to 52,000. Until the
1978 amendments, the personal injury protection coverage was limited to 55,000.

Liability coverage was compulsory in Florida until July 1, 1977. Now only the nc>

fault coverage is required. But proof of financial responsibility for damages caused in an

accident is still required by Florida law.
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THE FLORIDA LAW

Section 1. Short title.-This act may be cited
and known as the ‘'Florida automobile reparations
reform act.”

Section 2. Purpose.-The purpose of this act is
to require medical; surgical, funeral and disability
insurance benefits to be provided,without regard to
fault under motor vehicle policies that provide
bodily injury and property damage liability insur-
ance, or other security, for motor vehicles register-
ed in this state, and with respect to motor vehicle
accidents, a limitation on the right to claim dam-
ages for pain, suffering, mental anguish and incon-
venience.

Section 3. Dcfinitions.-As used in this act:

(1) “Motor vehicle” means a sedan, station
wagon or jeep type vehicle not used as a public
livery conveyance for passengers, and includes any
other four-wheel motor vehicle used as a utility
automobile and a pickup or panel truck with aload
capacity of 1,500 pounds or less which is not used
primarily in the occupation, profession or business
of the insured. \ -nn

(2) “Owner" mr ;ns a person who holds the Vir-d
title to a motor v» hide, or in the event a motor
vehicle is the subject of a security agreement or
lease with option to purchase with the debtor or
lessee having the right to possession, then the
debtor or lessee shall be deemed the owner for the
purposes of this act,

(3) “Named insured", means a person, usually the

' owner of avehicle. Identified in a pplicy.by name
' as the iiisiued uhder the policyJ, " -.;

: (4) “ Relative residing in the same household”
means a relative of any degree by blood or by
marriage, who usually makes his home in the same
family unit, whether or not temporarily living
elsewhere.

Section 4. Required security.-

(1) Every owner or registrant of a motor vehicle
required to be registered and licensed in this state
shall maintain security as required by subsection
(37 of this section In effect continuously through-
out the registration or licensing period.

(2) Evei, nonresident owner or registrar of a
motor vehicle which, whether oper.led or not, has
been physically present within this state for more
than ninety (90) days during the proceeding
three hundred sixty-five (365) days, shall 'here-
after maintain security as defined by subsection
(3) of this section in effect continuously through-
out the period such motor vehicle remains within
this state.

(3) Such security shall be provided by one of
the following methods:

(a)  Security by insurance may be provided with
respect to such motor vehicle by an insurance
policy delivered or issued for delivery in this state
by an authorized or eligible insurer as otherwise
defined in this code, which qualifies as evidence of
automobile or mutor vehicle liability insurance
under chapter 324, Florida Statutes, “the financial
responsibility law", except as modified to provide
the benefits and exemptions contained in this act.

Fl

Any such policy ofjiability insurance covering
motor vehicles registered or licensed in this state
and any policy of insurance represented or sold as
proviun.. the security required hereunder for
registered and licensed motor vehicles under this
act shall be deemed to provide insurance for the
payment of such benefits; or

(b) Security may be provided with respect to any
motor vehicle by any other method approved by
the department of insurance as affording security
equivalent to that afforded by a policy of insur-
ance, provided such security is continuously main-
tained throughout the motor vehicle’s registration
or .licensing period. The person filing such security
shall have all of the obligations and rights of an in-
surer underfillsact'"";

(4) Anowner of amotor vehicle!tvith respect tp
which security is required by this act who fails to «
have such security in effect at the time of an acci-
dent shall have no immunity from tort liability,
and be personally liable for; the payment of bene-
fits under section 7., With, respect to such benefits,
such an owner shall have all of the rights and obli-

gations of an insurer under fills act." N
Section 5. Proof of security; security, require-
ments; penalties.- T 2

«+ () ) The provisions of chapter.324, Florida «
-Statutes'; which pertain to the method of giving
and maintaiidng proof of financial responsibility,
.and which govern and define a motorvehicle lia-
bility policy.shall apply, to fifing and‘malntaining
proof of security or.fihancial jresponsibilityjequired
by this act.' It is intended that the provisions of
chapter 324, Florida Statutes, relating to proof of
financial responsibility required o f each operator
and each owner of any motor vehicle, shall con-
tinue in full force and effect. ', y s e

(2) Any person who gives Information required
in a report or otherwise as provided for In this act,
knowing or having reason to believe that such in-
formation Is false, or who shall forge, or, without
authority, sign any evidence of proof of security,
or who files or offers for filing any such evidence
of proof, knowing or having reason to believe that
it is forged or signed without authority, shall, upon
conviction, be punished by fine not to exceed one
thousand dollars (S 1,000) or imprisonment not to
exceed one ( 1) year, or by both such finu and
imprisonment.

(3) This act does not apply to any motor vehicle
owned by the state or by a political subdivision of
the state, nor to any motor vehicle owned by the
federal government.

Section 5A. Subsection (2) of section S of this
act is created to read:

Section 5. Proof of security; security require-
ments; penalties.-

(2) Any person who gives information required
in a report or otherwise as provided forin this act,
knowing or having reason to believe that such in-
formation is false or who shall forge, or, without
authority, sign any evidence of proof of security,
or who files or offers for filing any such evidence
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of proof, knowing or having reason to believe that
it is forged or signed without authority, shall be
guilty of a misdemeanor of the first degree,
punishable as provided in sections 775.082 or
775.083.

Section 5B. In the event CS for HB 935, intren
duced in the 1971 regular session of this act will
stand repealed and be omitted from the Florida
Statutes. In the event CS for HB 935 is not
enacted into law, section 5A of this act will stand
repealed and be omitted from the Florida Statutes.

Section 6. Operation of a motor vehicle il>cgai
without security; penalties. -

* (1)-Anyownerorregistranfof'a'raotor vehicle
with respect to which security is required under
subsection (1) or(2) of section 4 who operates
such motor vehicle or perirvJ it to be operated in:
this stato without having in full force and effect '1*
security-complying with the terms of said sub--*'
section (i) or (2) of section 4shall have his. <
operator’s license ind registration revoked.

(2)  Any motor vehicle liability insurance policy <
which provides security required pursuant to sub-
section (3) of section 4 shall also be deemed to
comply with the applicable limits of liability re-
quired under the financial responsibility or com-
pulsory laws of any other state. v .m

Section 7." Required personal igjury protection
benefits; exclusions; priority.-"*

(1).Every insurance policy complying with the
security requirements of section 4 shall provide
personal injury protection providing for payment
of all reasonable expenses incurred for necessary
medical, surgical, x -/, dental and rehabilitative
services, Including piostiietic devices, necessary
ambulance, hospital, nursing services, funeral and
disability benefits to the named insured, relatives
residing in the same household, persons operating
the insured motor vehicle, passengers in such motor
vehicle and other persons struck by such motor
vehicle and suffering bodily.injury while net an
occupant cf a motor vehicle or motorcycle, all as
specifically provided in subsection (2) and para-
graph (d) of subsection (4) of this section, to a
limit of five thousand dollars (55,000) for loss
sustained by any such person as a result of bodily
injury, sickness, disease or death arising out of
the ownership, maintenance or use of a motor
vehicle as follows:

(a) Medical benefits, all reasonable expenses for
necessary medical, surgical, x-ray, dental and re-
habilitative services, including prosthetic devices;
necessary ambulance, hospital and nursing services.
Such benefits shall include also, necessary remedial
treatment and services recognizr-1and permitted
under the iaws of the state for an injured person
who relies upon spiritual means through prayer *
alone for healing in accordance with his religious
beliefs.

(b) Disability benefits: one hundred percent
(100%) of any loss of gross income and loss of
earning capacity per individual, unless such bene-
fits are deemed not includable in gross jncoine for
federal income tax purposes, in which event such
benefits shall be limited to eighty-five percent
(85%), from inability to work proximately caused

\%

by the .injury sustained by the injured pVnon. plus
all expenses reasonably incurred in obtaining from
others ordinary and necessary services in lieuof
those ‘.hut, but for the injury, the injured person
would havosperformed without income for the
benefit of his household. All disability benefits
payable under this provision shall be paid not less
than every two weeks.

(c) Funeral, burial or cremation benefits: funeral,
bi-rial or cremation expenses in an amount not to
exceed one thousand dollars (S1,000) per individual.

(2) Any.insurer may.exclude benefits*

(a) Fcr injury sustained by the named insured and
relatives residing in the same household while oc-
cupying another motor vehicle owned by the
named insured and not insured under the policy,
or for injury sustained by any person operating tho
insured motor vehicle without the express or im-
plied consent of the insured. e -

(b) To any injured person, if such person’s co™v-
duct contributed to his injury under any of the
following circumstances:

1. Causing injury to himself intentionally;.

2. Convicted of driving while under the influ-
ence of alcohol or narcotic drugs to tho extent
that his driving faculties are impaired;

3. While committing a felony. ’

(3) Insured*rights o f reimbursement and.
indemnity: & '** v 'w

(*) No subtraction from personal protection
insurance benefits will be made because of the
value of a claim in tort based on the same,bodily
injury, but after recovery lIs realized upon such a
tort claim, a subtraction will be made to the extent
of the recovery; exclurive of reasonable attorneys'
fees and other reasonable expenses incurred in
effecting the'recovery, but only to the extent that
the injured person has recovered said benefits from
the tortfeasor or his insurer or Insurers. |f personal

. protection insurance benefits have already been

received, the claimant shall repay to the insurer
or insurers out of the recovery a sum equal to the
benefits »ccelved, but not more than the recovery
exclusive of reasonable attorneys’ fees and other
reasonable expenses incurred in effecting the
recovery, but only to the extent that the injured
person has recovered said benefits from the tort-
feasor or his insurers or insurer. The insurer «*
insurers shall have a lien on the recovery to this
extent. No recovery by an injured person or his
estate for loss suffered by him will be subtracted
in calculating benefits due a dependent after the
death, and no recovery by a dependent for loss
suffered by the dependent after the death will be
subtracted in calculating benefits due the injured
person except as provided in paragraph (c) of sub-
section (1) of section 7.

(b)  The insurer shall be entitled to reimburse-
ment of any payments made under the provisions
of subsection (3) of this section based upon such
equitable distribution of the amount recovered as
the court may determine less the pro rata share of
all court costs expended by the plaintiff in the
prosecution of the suit to recover such amount
against a third-party tortfeasor including a reason-
able attorney’s fee for the plaintiff's attorney. The



proration of the reimbursement shall be made by
the judge of a trial court handling the suit to re-
cover damages in the third-party action against the
tortfeasor upon application therefor end notice to
the carrier.

(c) indemnity from one paying in tort without
regard for rights of insurer having reimbursement
interest.-A personal protection insurer with a
right of reimbursement under this section, if
suffering loss from inability to collect such reim-
bursement out of a payment received by a claimant
upon a tort claim is entitled to indemnity from
one who, with notice of the insurer’s interest, made
such a payment to the claimant without making
the claimant and the insurerjoint payees as their
interests may appear, or without obtaining the in-
surer’s consent to a different method of payment.

(d) In the event an injured pasty or his legal
representative is entitled to bring suit against a
third parry tortfeasor under the provisions of
section 8, and fails to bring such suit against such
third party tortfeasor within one year after the
last payment of any benefits under subsection (1)
of section 7, the Insurer of such injured party,
upon giving thirty (30) day:, written notice to such
injured party, shall have the right to bring suit
against such third party, in its own name or in the
name of the injured person or his legal representa-
tive, to recover the amount of the benefits paid
pursuant to the provisions of section 7 of this act
to or for the benefit of such injured person; pro-
vided, however, that the prosecution or settlement
of such suit without the consent of the injured
person or his legal representative shall be without
prejudice to such person! [ B

(4) Benefits due from an insurer under this act
shall be primary, except that benefits received
under any workmen’s compensation law shall be
credited against the benefits provided by subsection
(1) of section 7, and be due and payable as loss
accrues, upon receipt of reasonable proof of such
loss and the amount of expenses and loss incuned
which are covered by the policy issued under this
act.

(a) An insurer may require written notice to be
given as soon as practicable after an accident in-
volving a motor vehicle with respect to which the
policy affords the security required by this act.

(b) Personal injury protection Insurance benefits
shall be overdue if not paid within thirty (30) days
after the insurer is furnished written notice of the
fact of a covered loss and of the amount of same.
If such written notice is not furnished to the in-
surer as to the entire claim, any partial amount
supported by written notice is overdue if not paid
within thirty (30) days after such written notice
is furnished to the insurer.. Any part or all of the
remainder of the claim that is subsequently sup-
ported by written notice is overdue if not paid
within thirty (30) days after such written notice is
furnished to the insurer; provided, however, that
any payment shall not be deemed overdue where
the insurer has reasonable proof to establish that
the insurer is not responsible for the payment, not-
withstanding that written notice has been fur-
nished to the insurer. For the purpose of calcu-
lating the extent to which any benefits are over-

due, payment shall be treated as being made on the
date a draft or other valid instrument which is
equivalent to payment was placed in the United
States mail in a properly addressed, postpaid en-
velope, or, if not sj posted, on the date of delivery.

(c) All overdue payments *hall bear simple inter-
est at the rate of ten percent (10%) per annum.

(d) The-insurer of the owner of a motor vehicle
snail pay personai'injury’protection bene.its for'/

1. Accidental bodily injury sustained in this
state by the owner while occupying a motor vehicle,
or while not an occupant of a motor vehicle or
motorcycle if the injury is caused by physical con-
tact with a motor vehicle.

2. Accidental bodily injury sustained outside
this state but within the United States of America,
its territories or possessions or Canada by the
owner while occupying the owner’s motor vehicle.

3. Accidental bodily igjury sustained by a rela-
tive of the owner residing in the same household,
under the circumstances described in subparagraph
1or 2 of this paragraph (d), provided the relative
at the time of the accident is domiciled in the

eowner’s household and is not himself the owner of
a motor vehicle with respect to which security is
required under this act. .

4. Accidental bodily igjury sustained in this state
by any other person while occupying the owner’s
motor vehiclc’or, if a resident of this state, while
not an occupant of a motor vehicle or motorcycle,
if the injury is caused by physical contact with
such motor vehicle, provided the injured person is
MIW nrelf:= N

a. The owner of a motor, vehicle with respect to
which security is required under this act, or v'

b- Entitled to personal injury benefits from the
insurer of the owner of such a motor vehicle.

(e) If two or more insureTs are liable to pay per-
sonal injury protection benefits for tlie same injury
to any one person the maximum paynblo-shall be
as specified in subsection (1) of section 7, and at /
insurer paying the benefits shall be entitled to
recover from each of the other insurers an equit-
able pro rata share of the benefits paid and ex-
penses incurred in processing the claim.

(5) Charges for fr.'itment of injured persons. -
Any physician, hospital, clinic, or other person or
institution lawfully rendering treatment to an in-
jured person for a bodily injury covered by personal
injury protection insurance may charge only a
reasonable amount for the products, services, and
accommodations rendered. In no event, however,
may such acharge be in excess of the amount the
person or institution customarily charges for like
products, services, and accommodations in cases
involving no insurance. . ,

(6) Discovery of facts about an igjured person;
disputes.-

(a) Every employer shall, if a request is made
by an insurer providing personal injury protection
benefits under this act against whom a claim has
been made, furnish forthwith, in a form approved
by the department of insurance, a sworn statement
of the earnings since the time of the bodily injury
and for a reasonable period before the injury, of
the person upon whose injury the claim is based.

(b) Every physician, hospital, clinic, or other
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medical institution providing, before or after
bodily ii\jury upon whkii» claim for personal
ir\jury protection insura, ce benefits is based, any
products, services, or accommodations in relation
to that or any other injury, OL in relation to a
condition claimed to be connected with that or
any other injury, shill, if requested to do so by
the insurer against whom the claim has been
made, furnish forthwith a written report of the
history, condition, treatment, and dates and costs
of such treatment of the injured person, and pro-
duce forthwith and permit the inspection and
copying of hisor its records regarding such history,
conditiou, treatment, and dates and costs of
treatment. The person requesting such records
shall pay all reasonable costs connected therewith.

(c) In the event of any dispute regarding an
insurer’'s right to discovery of facts about.an in-
jured person’s earnings or about his history,
condition, treatment, and dates and costs of
such treatment, the Insurer may petition a court
of competentjurisdiction to enter an order
permitting such discovery. Tho order may be made
only on 'motion for good cause shown and upon
notice to all persons having an interest, and it
shall specify the time, place, manner, condi-
tions, and scope of the discovery. Such’ court
may, in order to protect against annoyance,
embarrassment, or oppression, asjustice re-,
quires, enter an order refusing discovery or
specifying conditions of discovery and may order
payments of costs and expenses of the pro- -
ceeding, including reasonable fees for the .
appearance of attorneys at the proceedings, as
justice requires. J

(e)  The injured person shall be furnished
upon demand a copy of all information obtained
by the insurer under the provisions of this
section, and shall pay a reasonable charge, if
required by the insurer.

(7) Mental arid physical examination of
injured person; reports. -

(a) Whenever the mental or physical con-
dition of an injured person covered by personal
injury protection is material to any claim that
has been or may he made for past or future
personal ii\jury protection insurance benefits,
such person shall, upon request of an insurer,
submit to mental or physical examination by
a physician or physicians. The costs of any
examinations requested by an insurer shall be
borne entirely by the insurer. Such examination
shall be conducted within the city of residence
of the insured. If there is no qualitied physician
to conduct the examination within the city of
residence of the insured, then such examination
shall be conducted in an area of the closest
proximity to the insured’s residence. Personal
protection insurers are authorized to include
reasonable provisions in perional injury pro-
tection insurance policies for mental and
physical examination of these claiming personal
injury protection insurance benefits.

(b) If requested by the person examined, a
party causing an examination to be made shall
deliver to him a copy of every written report
concerning the examination rendered by an

examining physician, at least one of which re-
ports must set out his findings and conclusions
in detail. After such request and delivery, the
party causing the examination to be fnade is
entitled.upon request to receive from the.person
examined evfcry written report available to him
(or his representative) concerning any examina-
tion, previously or thereafter made, of-the same
mental or physical condition. By regnestingand
obtaining areport of the examination so ordered
or by taking the deposition of the examiner, the
person examined waives any privilege he may
have, in relation to the claim for benefits,
regarding the testimony of every other person
who has examined or may thereafter examine
him in respect of the same mental or physical
condition.

(8)  With respect to any dispute under the pro-
visions of this act between the insured and the
insurer, the provisions of section 627.0127,
Florida Statutes, shall apply.

Section 8. Tort exemption; limitation on
right to damages.—

(1) Every owner, registrant, operator or
occupant of a motor vehicle with respect to
which security has been provided as required by
this act, and every person or organization legally
responsible for his acts or omisrions, is hereby
exempted from tort liability for damages because
of bodily injury, sickness or disease arising out
of the ownership, operation, maintenance or use
of such motor vehicle in this state to the extent
that tho benefits described in subsection (1) .
of section 7 are payable for such injury, or w
would bo payable but for any exclusion or -u.
deductible authorized by this act, under any j
Insurance policy or other method of security
complying with tho requirements of section 4,
or by an owner personally liable under section 4
for the payment of such benefits, unless a person
is entitled to maintain an action for pain,
suffering, mental anguish and inconvenience for
such injury under the provisions of subsection
(2) of this section.

(2) In any action of tort brought against the
owner, registrant, operator or occupant of a
motor vehicle with respect to which security has
been provided as required by this act, or against
any person or organization legally responsible
for his acts or omisr'ons, a plaintiff may recover
damages in tort for pain, suffering, mental '
anguish and inconvenience because of bodily injury,
sickness or disease arising out of the ownership,
maintenance, operation or use of such motor ve-
hicle only in the event that the benefits which arc
payable for such ipji ry under paragraph (a) of sub-
section $1) of section 7 or which would bo payable
but for any exclusion or deductible authorized by
this act exceed one thousand dollars ($ 1,000), or
the injury or disease consists in whole or in part of
jermanent disfigurement, a fracture to a weight-
oenring bone, a compound, comminuted, displaced
or compressed fracture, loss of a body member,
permanent injury within reasonable medical
probability, permanent loss of a bodily function,
or death. Any person who is entitled to receive
free medical and surgical benefits shall be deemed



in compliance with the requirements of this
subsection upon a showing that the medical
treatment received has an equivalent value of at
least one thousand dollars (S1,000). Any person
receiving ordinary and necessary services normally
performed by a nurse from arelative or a

member of his household shall be entitled to
include the reasonable value of such services

in meeting the requirements of ’ his subsection.

Section 9. (1) The owner of a motor vehicle
as defined in section 3 is not tequired to main-
tain security with respect to property damage
to his motor vehicle, but may elect to purchase
either full.or basic coverage for accidental
property damage to his motor vehicle.

(2) Every insurer providing security under this
act shall offer the owner either full or basic
coverage for accidental property damage to
the insured motor vehicle as follows:

(a) Full coverage shall provide insurance
without regard to fault for accidents occurring
within the United States of America, its
territories or possessions or Canada.

(b) Basic coverage shall be limited to
insurance against damage caused by the fault
of another resulting from contact between the
insured vehicle and a vehicle with respect to
which security is required under this act.

(3) The insurer may include within the terms
and conditions applicable to full or basic
coverage Such other provisions as it customarily
applies to collision coverage for private
passenger automobile* in other states, including
deductibles without limitation.

(4) Every.owner, registrant, operator or’
occupant of a motor vehicle with respect to
which security has been provided as required by
this act, and every other person or organization
legally responsible for the acts or omissions of
such a owner, registrant, operator or occupant,
is hereby exempted from tort liability for
damage;: because of accidental property
damage to motor vehicles arising out of the
ownership, operation, maintenance or use of
such motor vehicle in this state, provided that
a person shall not be exempt from such liability
if he was operating the motor vehicle without
the express or implied consent of its owner or an
insured under the owner’s policy or if his
willful and wanton misconduct was (he proxi-
mate cause of the accident. This exemption
applies only with respect to property damage
to motor vehicles subject to this act but shall
not be applicable as to a motor vehicle damaging
a parked vehicle.

(5) Notwithstanding paragraph (4) above, an
owner who has elected not to purchase insurance
with respect to property damage to his motor
vehicle may maintain an action of tort therefor
against the owner, registrant, operator or occu-
pant of a motor vehicle causing such damage if
such damage exceeds five hundred and fifty
dollars (SSSO), and the insurer of an owner
who has elected to purchase full or basic collision
coverage for his motor vehicle shall have the
right, if the damage to such motor vehicle

exceeds the above amount,ta recover the amount;
of the benefits it has paid and, in behalf-of its
insured, any deductible amount from the insurer
of the owner, registrant, operator or occupant :

of a motor vehicle csesing such damage,’ The
issues of liability in such a cose and the amount

of recovery shall be decided on the basis of

tort law, and shall be determined by agreement
between the insurers involved, or if they fail to
agree by arbitration.

Section 10. Each insurer providing security
as required by this act to any owner shall, at the
election of the owner, issue a policy endorsement,
approved as to content by the department of
insurance and subject to such other reasonable
regulations regarding said endorsement as the
department may make after appropriate hearing,
which endorsement shall provide that there shall
be deducted from personal protection benefits
that would otherwise be or become due to the
policyholder alone or to the policyholder and
relatives residing in his household, an amount of
either two hundred and fifty dollars ($250),
five hundred dollars ($500) or one. thousand
dollars ($1,000), again as the policyholder elects,
said amount to be deducted from the amounts
otherwise due each person subject to the ’
deduction. Any person electing such an endorse-
ment or r-'bjret to such an endorsement as a
result of the {/olicyholder’s election shall have
no right to claim or to recover any amount so
deducted from any owner, registrant, operator
or occupant of a motor vehicle or any person or
organization legally responsible for any such
person’s acts or omissions who is made exempt
from tort liability by'(his act. i* =

Section 11. Notwithstanding any other pro-
vision of this act, the rights of residents Of this
state to claim damages in tort shall not be
diminished when such residents arc involved in
motor vehicle accidents with persons not re-
quired to provide security under this act.

Section 12. Implementation of this act. -

(1) The department of insurance shall adopt
iv les and regulations necessary to implement the
provisions of this act.

(2) Notwithstanding any other provision of
law, all insurers issuing insurance coverage under
this act shall comply with the following provisions:

(a)  Within sixty (60) days after H e effective
date of this act, each insurer shallle its
proposed manual, rules, rates and i *Lng plans
with the depaitment for approval. » atcs for
required financial responsibility coverage after
the effective date of sections 1 through 11 of
this act shall be reduced by each insurer by not
less than fifteen percent (15%), calculated as a
percentage of the combined required financial
responsibility rate of such insurer in effect on
June 7, 1971, or of the combined required
financial responsibility rate of such linsurer
approved by the commissioner and imeffect at
the time oi the filing of the new rates required
herein. The": shall be no exception to the
requirements of this provision, unless the deport-
ment shall find that the use of the rates.required



herein by any insurer will result in rates which are
inadequate under section 627.0&2, Florida Statutes,
to the extent that such ratesjeopardize the sol-
vency, as defined in section 631.011, Florida
Statutes, of the insurer required to use such rates.
Notwithstanding the provisions of Chapter 71-3(B),
Laws 1971, no rate for the insurance required by
this act shall be increased prior to January 1, 1973,
unless the insurer proposing such rate increase
shall show that the rates require” Irvein are in-
adequate as defined in section 627.082, Florida
Statutes.

(b) Within sixty (60) days from the date of
filing by such insurer, the department may approve
or disapprove the filing. If no action is taken by
the department within sixty (60) days, the filing
shall be deemed approved.

(c) If the department approves the filing or the
filing otherwise become effective, the manual,
rules, rates and rating plans shall take effect upon
the effective date of sections 1 though 11 of this
act. If the department disapproves the filing, the
insurer shall revert to a rate levei for required
coverage which shall be lower, by not less than
fifteen percent (1S%), than the combined prem-
iums for required financial responsibility coverac«
at the time such proposed new rates were filed.

.(d) Upon complying with this subsection, any
insurer appealing an order of disapproval may use
the rates set forth in the disapproved filing during
the pendency of the appeal, so long as such rates
do not exceed its rates for required financial re-
sponsibility coverage at the time of its rate filing
required herein.' As a condition to the use of such
disapproved rates, the insi er must enter into a
legally binding agreement with the department to
secure the repayment to the insurer’s policyholders
of the difference between the insurer's proposed
rate and that rate which would be lower, by not
less than fifteen percent (15%), than the combined

Chapter 76-266, Laws 1976

House Bill Nos. 2825, 3042, 3043, 3044,3155
An act relating to liability and insurance therefor,
amending s. 324.021 (7), Florida Statutes; chang-
ing the financial responsibility limits; amending
s. 324.051(2), Florida Statutes, changing tho
property damage operative amount in the financial
responsibility law; amending s. 627.727(1),
Florida Statutes, and adding a subsection; pro-
viding for limits of uninsured motorist coverage;
amending s. 627.736 (2), (3), (6) and"(7). Florida
Statues; providing for the tolling of tlife 30-day
personal injury protection benefit payment period
under certain conditions; providing that no insuicr
paying personal Injury protection benefits shall
have a lien on recoveries in tort; providing that a
claimant in any tort cluim for which personal
injury protection benefits have been paid shall
have no right to recover in tort any damages for
personal injury protection benefits paid; pro-
viding for jury instructions relating to said dam-
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premiums for required financial responsibility
coverage at the time such proposed new rates were
fded. In addition to tlie repayment of the dif-
ference in premium, the company shall agncc to
pay to the insured the legal rate of bitcrest on any
money refunded.

(e)  Any private passenger automobUe liability
policy in force on January 1, 1972 and thereafter,
shall reflect by endorsement any reduction in
rates for the lequired coverage under this act
as filed by the insurer and such reduction shall
be-computed on a pro rata basis for the remaining
term oT said policy. Such endorsement may be -
issued at the renewal date of the policy or the
termination of the policy. Amy return premium
shall bo credited to the renewal policy or if the
policy is terminated the return premium shali
be refunded to the insured.

(0 For the purposes of the implementation of
this act, rating organizations as defined in
chapter 527 shall be permitted until January I,
1973, to develop and furnish rates and forms to
thrir memberspx subscribers. Provided,however,
that members and subscribers of ruling organi-
zations shall not participate in the decisions or
deliberations of such organizations in the

development of such rates under this act ' "
Section 13. If any provision of thisact,or'
the application thereof to any person or circum-
stances is held invalid,, such invalidity shall not
affect other provisions or applications of this
act which can bo given effect without the invalid
provision or application. To this and the pro-
visions of this act are declared to be severable®
Section 14. This act shall become effective
July 1, 1971; provided, however the provisions
of sections 1through 11 of this act shall not
become effective unt:J January 1, 1972, and

shall not apply to accidents or Injuries occurring
before said date.

ages; deleting language relating to equitable dis-
tribution and insurer actions; providing that a
sworn statement relating to treatment, services,
and costs be provided the insurer by a physician,
hospital, clinic or other medical Institution; pro-
viding that no cause of action for invasion of
privacy or violation of the physician-patient privi-
lege shall be due to compliance with the discovery
provisions of said section; providing that notice
to an insurer of the existence of aclaim shall not
be unreasonably withheld by ar. insured; pro-
viding for the withholding of personal injury
protection benefits when an insured unreasonably
refuses to submit to t medical examination upon
the request of an Insurer; amending s. 627.737 (2),
Florida Statutes, and adding a subsection; pro-
viding for conditions under which a plaintiff may
recover damages in tort for bodily injury or disease
arising out of the ownership, maintenance, opera-
tion or use of a motor vehicle; providing for dis-
missal without prejudice if the threshold provi-
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sions of said section arc not met; amending s.
627.739. Florida Statutes, relating to deductibles
for personal injury protec*:on benefits; creating
s. 627.7375, Florida Stat .es; prohibiting fraud
ot intent to commit fraud to violate part x of
chapter 627, Florida Statutes; providing penalties;
adding subsection (7) to s. 20.13, Florida Statutes,
and creating s. 626.989, Florida Statutes, creating
a Division of Fraudulent Claims within the De-
partment of Insurance; creating s. 627.4152,
Florida Statues; prohibiting stacking of ¢ ;' rages:
creating s. 627.7377, Florida Statutes; p.

for physical damage deductibles; crcatl m
627.7262, Florida Statutes; providing for
joinder of insurers and procedures for dis

of insurers; repealing s. 627.738, Florida!;.:;
relating to tort liability for property dam
repealing s. 627:740, Florida Statutes, relau..”
to tort claims; repealing s. 627.741 (2), Florida
Statutes, relating to compliance with is. 627.730-.
627.741, Florida Statutes, by insurers; providing
that the Department offnsurance shall review the
level of automobile insurance rates; providing for
serverability; providing an effective date.

Be It Enacted by the Legislature of the State of
Florida:

Section 1, Subsection (7) of sectku 324.021,
Florida Statutes, is amended to e-.ad:

324.021 Definitions; minimum Iriurance re-
quired.-The following words and phrases when '
used in this chapter shall, for the purpose of this
chapter, have the meanings respectively ascribed
to them in this section, except in those instances,
where the context clearly indicates a different
meaning. . \

(7). Proof of Financial Responslbiiity.-That
proof of ability to respond in damages for liability
on account of accidents arising out of the use of a
motor vehicle in the amount of S10,000 because
of bodily injury to, or death of, one person in
any one accident; subject to said limits for one
person, in the amount of 520,000 because of
bodily injury to, or death of, two or more per-
sons in any one accident; and in the amount of
55,000 because of Injury to or destruction of
property of others in any one accident.

Section 2. Subsection (2) of section 324.051,
Florida Statutes, is amended to read:

324.051 Reports of accidents; suspensions of
licenses and registrations.-

(2) (a) Thirty days after receipt of notice of
any accident involving a motor vehicle within this
state which, has resulted in bodily injury or death
to any person, or total damage of 5500 or more to
property, the department shall suspend the
licenses of the operators and oil registrations of the
owners of the vehicles involved in such accident
and in case of a nonresident owner or operator,
shall suspend such nonresident's operating privi-
lege in this state, unless such operator or owner
shall prior to the expiration of such 30 days be
found by the department to be exempt from the
operation of this chapter, based upon evidence in
its files satisfactory to (he department that:

l. No injury was caused to the person or
property of anyone other than such operator or
owner, or

On*. Bib
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2. The motor vehicle was legally parked at the
time of such accident, or

3. The motor vehicle was owned by the United
States Government, this state, any political sub-
division of this late or any municipality therein, or

4. Such operator or owner had been finally
adjudicated not to be liable by a court of com-
pete"” *iurisdiction, or

5. Suin operator or owner had secured a duly
acknowledged written agreement providing for
release from liability by all parties injured as the
result of said accident and had complied with one
of the provisions of s. 324.031, or

6. Such operator or owner has deposited with
the Department of Insurance security to conform
with s. 324.061, and has complied with one of
the provisions of s. 324.031, or

7. One year has elapsed since such owner or
operator was suspended pursuant to s. 324.051
(4), the owner or operator has complied with one
of the provisions of s. 324.031, and no bill of
complaint of which the department has notice has
been filed in a court of competent jurisdiction.

(b) This subsection shall not apply:

1. To such operator or owner if such owner had
in effect at the time of such accident an automobile
liability policy with respect to the motor vehicle
involved in such accident;

2. To such operator, if not the owner of such
motor vehicle, if there was in erlect'kd the time of
such accident an automobile liability policy or
bond with respect to his operation of motor
vehicles not owned by him; .

3. To such operator or owner if the liability of
such operator or owner for damages resulting : '
from such accident is, in the judgment of the
department, coveted by any other form of li-
ability insurance or bond; nor i.

4. To any person who has obtained from the
department a certificate of self-insurance In ac-
cordance with s. 324.171 or to any’ person
operating a motor vehicle for such self-insurer.

No such policy or bond shall be effective under
this subsection unless it contains limits of not less
than those specified in s. 324.021 (7).

Section 3. Subsection (1) of section 627.727,
Florida Statutes, is amended, subsections (2H4)
arc renumbered subsections (3)-(5), and a new
subsection (2) is added to read:

627.727 Automobile liability insurance; unin-
sured vehicle coverage; i.’so vent insurer pro-
tection.-

(1) No automobile lial". vurance covering
liability arising out of the o\. :rship, maintenance,
or use of any motor vehicle snail be delivered or
issued for delivery in this state with respect to any
motor vehicle registered or principally garaged in
this state unless coverage is provided therein or
supplemental thereto for the p otection of persons
insured thereunder who arc lerzlly entitled to re-
cover damages from owners < operators of unin-
sured motor vehicles bccausr of bodily injury,
sickness or disease, includir g death, resulting
therefrom; provided, however, that the coverage
required under this section shall not be appli-
cable when, or to the extent that, any insured
named in the policy shall reject the coverage; and
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provided further, that when a vehicle is leased for
aperiod of | year or longer and the lessor of such
vehicle by the terms of the lease contract provides
liability coverage on the leased vehicle in t policy
wherein the lessee is a named insured or on a cer-
tificate of a master policy issued to thr. lessor, the
lessee of such vehicle shall have the sole privilege
to reject uninsured motorist coverage. Unless the
named insured, or lessee having the privilege of re-
jecting uninsured motorist coverage, requests such
coverage in writing, the coverage need not be pro-
vided in or supplemental to a renewal policy where
the named insured had rejected the coverage in
connection with a policy previously issued to him
by the same insurer. The coverage provided under
this section *hall be excess over but shall not dupli-
cate the benefits available to an insured under any
workmen’s compensation law, personal injury pro-
tection benefits, disability benefits Izw, or any
similar law; under any automobile liability or auto-
mobile medical expense coverages; or from the
owner or operator of the uninsured motor ve-
hicle or any other person or organization jointly
or severally liable together with such owner or
operator for the accident. Such coverage shall not
inure directly or indirectly to the benefit of any
workmen's compensation or disability benefits
carrier or a- person or organization qualifying
as a self-insurer under any workmen'’s compensa-
tion or disability benefits law or any similar law.

(2)  The limits of uninsured motorist coverage
shall be not less than the limits of bodily igjury
liability ins. ranee purchased by the named insured
or such lower limit complying with the company's
rating plan as may be selec.'¢ by the named in-
sured, but in any event the insurer shall make
available, at the written request of the insured,
limits up to S100,000 each person, S300,000
each occurrence, irrespective of the limits of
bodily injury liability purchased, in compliance
with the company's rating plan.

Section 4. Subsections (2), (3), (6> and (7) of
section 627.736, Florida Statutes, are amended
to read:

627.736 Required personal injury protection
benefits; exclusions; priority.-

(2) Authorized Exclusions.-Any insurer may
exdudo benefits:

(a) For injury sustained by the named Insured
and relatives residing in the same household while
occupying another motor vehicle owned by the
named insured and not insured under the policy,
or for injury sustained by any person operating the
insured motor vehicle without the express or
implied consent of the insured.

(b) To any injured person, if such person’s
conduct contributed to his injury under any of
the following circumstances:

1. Causing injury to himself intentionally;

2. Being convicted of driving while under the
influence of alcohol or narcotic drugs to the ex-
tent that his driving faculties are impaired,;

3. While committing a felony.

Whenever an insured is charged with conduct as
set forth in subparagraphs 2. or 3., the 30-day
payment provision of paragraph (b) of subsection
(4) shall be held in abeyance and the insurer shall

withhold payment of any personal injury protec-
tion benefits pending the outcome of the ca*c. at
the trial level. If the charge is nolle prosequi or
dismissed or the insured is acquitted, the 30-day
payment provision shall run from the date the
insurer is notified oGsuch action.

(Substantial rewording of subsection. See s.
627.736(3), F.S., for present text.)

(3) Insured’s rights to recovery of special
damages in tort claims.-No insurer shall have a
lien on any recovery in tort by judgment, settle-
ment, or otherwise, for personal injury protection
benefits, whether suit has been filed or settlement
has been reached without suit. An injured parl-
or his legal representative who is entitled to bring
suit under the provision.' of s. 627.737 shall have
no right to recover any damages for which
.personal injury protection benefits are paid or
payable. The plaintiff may prove all o f his special
damages notwithstanding this limitation, but if
special damages are introduced in evidence, the
trier of facts, whether judge or jury, shall not
award damages for personal injury protection
benefits paid or payable. In all casesin which a
jury'is required to fix damages, the court shall in-
struct the jury that the plaintiff shall not recover
such special damages for personal injury protec-
tion benefits paid or payable.

(6) Discovery of Facts About An Injured Per-
son; Disputes.-

(a) Every employer shall, if a request is made by
an .insurer providing personal injury protection
benefits under as. 627.730-627.741 againstwhom-
a claim has been made, furnish forthwith, in a
form approved by the Department of Insurance, a
sworn statement of the earnings, since the time of
the bodily injury and for \ reasonable period
before the injury, of the perron upon whoso injury
the claim is based. ' .

(b) Every physician, hospital, clinic, or other
medical institution providing, before or after
bodily injury upon which x claim for personal
injury protection insurance benefits is based, any
products, services, or accommodations in relation
to that or any other injury, or in relation to a
condition claimed to be connected with that or
any other injury, shall, if requested to do so by the
insurer against whom the claim has been made,
furnish forthwith a written report of the history;
condition, treatment, and dates and costs of such
treatment of the injured person, together with a
sworn statement that the treatment or cervices
rendered were reasonable and necessary with
respect to the bodily injury sustained and identi-
fying which portion of the expenses for said treat-
ment or services was incurred ki a result of such
bodily injury, and produce forthwith and permit
the inspection and copying of his or its records
regarding such history, condition, treatment, and
dates and costs of treatment. Said swom state-
ment shall read as follows: “Under penalty of
perjury | declare that 1have read the foregoing and
the facts alleged arc true, to the best of my know-
ledge and belief." No cause of action for violation
or physician-patient privilege or invasion of the
right of privacy shall be against any physician,
hospital, clinic or other medical institution com-



plying with the provisions of this section. The
person requesting such records and said sworn
statement shall pay aii reasonable costs connected
therewith.

(c) In the event of any dispute regarding a *in-
surer's right to discovery of facts about an injured
person’s earnings or about his history, condition,
treatment, and dates and costs o f such treatment,
the insurer may petition a court of competent
jurisdiction to enter an order permitting such dis-
covery. The. order may be made only on motion
for good cause shown and upon notice to all per-
sons having an interest, and it shall specify the
time, place, manner, conditions, and scope of the
discovery. Such court.may, in order to protect
against annoyance, embarrassment, or oppres-
sion, asjustice requires, enter an order refusing
discovery or specifying conditions of discovery .
and may order payments of costs and expenses of
the proceeding, including reasonable fees for the
appearance of attorneys at the proceedlngs as
justice requires.

(d) The injured person shall be furnlshed upon
request a copy of all information obtained by the
insurer under the provisions of this section, and
shall pay a reasonable charge, if required by the
insurer. |. \ K4

(c) Notice to an insurer of the existence of a
claim shall not be unreasonably withheld by an
insured, tv. =

(7) Mental and Physmal Examination of. In-
jured Person;Reports.-

(a) Whenever the mental or physical condition v

of an Injured person covered by personal Injury
protecliltio_n Is material to kny.claim that has been,:-
or >, . d’* <lke' WtW " m-T-'st

may be made for past or.future personal injury -
protection insurance benefits, such person shall,-

upon request of an insurer, submit to mental or - >

physical examination by a physician or physicians.
The costs of any.examinations requested by an
invurer shall be borne entirely by the insurer.
Such examination shall be conducted within the
city of residence of the insured. If there is no
gualified physician to conduct the examination
within the city of residence of the insured, then
such examination shall be conducted in an area of
the closest proximity to the insured's residence.
Personal protection insurers are authorized to in-
clude reasonable provisions in personal igjury
protection insurance policies for mental and physi-
cal examination of those claiming personal injury
protection insurance benefits.

(b) If requested by the person examined, a
party causing an examination to be made shall
deliver to him a copy of every written report
concerning the examination rendered by an ex-
amining physician, at least one of which reports
must Vil out his findings and conclusions in
detail, t. 'ter such request and delivery, the party
causing the examination to be made is entitled
upon request to receive from the person examined
every written report available to him or his repre-
sentative concerning any examination, previously
or thereafter made, of the same mental cr physical
condition. By requesting and obtaining a report of
the examination so ordered or by taking the
deposition of the examiner, the person ex.-mined

«

waives cr.y privilege he may have, In relation to the
claim for benefits, regarding the testimony of
every other person who has examined or may
thereafter examine him in respect of the same
mental or physical condition- If a person un-
reasonably refures to submit to an examination,
the personal injutfy protection carrier is no longer
liable for subsequent personal injury protection
benefit.

Section 5. Subsection (2) of section 627.737,
Florida Statutes,, is amended and subsection (3) is
added to read:

627.737  Tori: exemption; limitation on right
to damages.—

(2) In any action of tort brought against the
owner, registrant, operator, or occupant of a
motor vehicle with respect to which security has
been provided as required by ss. 627.730-627.741,
or against any person or organization legally re-
sponsible for his acts or omissions, a plaintiff may
recover damages In tort for pain, suffering,-mental
anguish, and inconvenience because of bodily
injury, sickness, or disease arising out of the
ownership, maintenance, operation, or use of
such motor vehicle only in the event that the.
injury or disease consists in whole or in part in:'

(a) loss of a body member;or L

(b) permanent loss of a bodily function, or

(c) permanent injury within a reasonable de-
gree of medical probablllty other than scarring or
disfigurement;or1' -* ' .........

(d) significant permanent scarrlng or disfigure-
ment; ortt’ V - e
.(©)- a serious non-prrmanerit Injury which has a

material 'dtgreu o f bearing biythclgjured person's
ability-to resume his normal activity ;niid life-style
during'all'oy substantially all o fthe nhiety~day; lv
period after tire occurrence of th'eigjury/arid the
effects of whici; are medicelly or scientifically ;
demonstrable at tire end of such period, or SA

(0 death. . .

(3) when adefendant, In a proceeding brought
pursuant to ss. 627.730-627.741, questions
whether the plaintiff has met the requirements of
s. 627.737(2), then the defendant may file an ap-
propriate motion with the court and the court
shall, on a ono-fi.ae basis only, 30 dayr. before the
date set for the trial or the pre-trial hearing, which-
ever is first, by examining the pleadings and the
evidence before it, ascertain whether the plaintiff
will be able to submit some evidence that the
plaintiff will meet the requirements of s.
627.737(2). If the court finds that the plaintiff
will not be able to submit such evidence then the
court shall dismiss the plaintiffs claim without
prejudice.

Section 6. Section 627.739, Florida Statutes, is
amended to read:

627.739
providing security as requited by ss. 627.730-
627.741 to any owner shall, at the election of the
owner, issue a policy endorsement, approved as to
content by the Department of Insurance and sub-
ject to such other reasonable regulations regarding
said endorsement a? the department may makel
after appropriate hearing, which endorsement
shall provide that there shall be deducted from
personal protection benefits that would other-

Deductible endorsement.—Each insurer



wi.se be or become due to the policyholder atom:
or to the policyholder and relatives residing in
his household an amount of either $250, SSOO, or
S1,000, or S2.000 again as the policyholder elects,
said amount to be deducted from the amounts
otherwise due each person subject to the deduc-
tion. Any person electing such an endorsement or
subject to such an endorsement as a result of the
policyholder’s election shall have no right to claim
or to recover any amount so deducted from any
owner, registrant, operator, or occupant of a
motor vehicle or any person or oganization legally
responsible for any such person's acts or omissions
v/ho is made exempt from tort liability by ss.
627.730-627.741.

Section 7. .Section 627.7375, Florida Statutes,
is created to read:

627.7375 Fraud.-

(1) Any insured party or insurer or insurance
adjuster who, with intent, knowingly and will-
fully conspires to fraudulently violate any of the
provisions o. lids part, or who, due to fraud on .
such person’s part, does knowingly and willfully
violate any of tho provisions of this part is guilty
of a felony of the third degree, punishable as
provided in c. 775.082, s. 775.083, or s. 775.084.

(2) Any physician licensed under chapter 458,
osteopath licensed under chapter 459, chiro-
practor licensed under chapter 460, or any other
practitioner licensed under tae laws of this state
who knowingly and willfully assists, conspires
with, or urges any insured party to fraudulently
violate any of the provisions of this part or any
person who, due to such assistance, conspiracy.'
or urging by said physician,, osteopath, chiro-:

praetor or practitioner, knc.plngly, and willfully. « *<
benefits from the proceeds derived.from the \iso-r;

of such fraud is guilty of a felony .of the thirds
degree, punishable as provided in s. 775.082,'s: V.
775.083, or s. 775084. In tho event that a m
physician, osteopath, chiropractor or practitioner
is adjudicated guilty of aviolaiton of this section,
tk: State Board of Medical Examiners as set forth
in chapter 458, the State Board of Osteopathic
Medical Examiners as set forth in chapter 459,

or the Florida State Board of Chiropractic Exam-
iners as set forth in chapter 460, or other appro-
priate licensing authority, Whichever is appro-
priate, shall hold an administrati/e hearing to
consider the imposition of administrative sanctions
as provided by law against said physician, osteo-
path, chiropractor or practitioner.

(3) Any attorney who knowingly and willfully
assists, conspires with, or urges, any claimant to
fraudulently violate any of the provisions of this
part or any person who, due to such assistance,
conspiracy, or urging on such attorney’s part. .
knowingly and willfully benefits from the
proceeds derived from the use of such fraud is'
guilty of a felony of the third degree, punishable
asprovided ins.775.082,s. 775.083, or s. 775.084.

(4) No person or governmental unit licensed
under chapter 395 to maintain or operate a hos-
pital, and no administrator or employee of any
such hospital, shall knowingly and willfully allow
the use of the facilities of said hospital by an in-
sured party In a scheme or conspiracy to fraud-

ulently violate any o f the provisions of this part.
Any hospital administrator or employee who
violates this subsection is guilty of a felony of the
third degree, punishable as provided in s.775.082,
s. 775.083, or s. 775.084. Any adjudicaticn of
guilt for aviolation of this section, or the use of
business practices demonstrating a pattern indi-
cating that thr spirit of the law set forth in this
part is not being followed, shall be grounds for
suspension or revocation of the license to operate
the hospital or the imposition of an administrative
penalty of up to $5,000 by the licensing agency
as set forth in chapter 395.

Section 8. Subsection (7) is added to Section
20.13, Florida Statutes, to read:

20.13 Department of Insurance.—There is
created a Department of Insurance.

(7) There is created within the Department of
Insurance a Division of Fraudulent Gaims to
enforce the provisions of s. 626.989.

Section 9. Section 626.989, Florida Statutes,
is created to read: " .. 1

626.989 Division of Fraudulent Gaims; Investi-'
gative powers; accident reports to division; per-
sonal and expenses; division of costs.—

(1) The Division of Fraudulent Gaims shall
have authority to investigate allegedly fraudulent '
claims alleging loss or damages arising out of tho
ownership, operation, maintenance, or use of a
motor vehicle, as defined in section 320.01, any-
where within the state, filed by a claimant against
any person insured by an insurance company
which hu issued a policy of insurance providing
protection or indemnity td the insured owner and '
to any other person operating, maintaining,' or
using such motor vehicle .with the consent, ex;

pressed or impUed/of (the Insured; and any“oth er £ m

claim covered by-insurance'resulting from the
ownership, operation, maintenance, or'use of
juch motor vehicle. - <*m v

(2) Any company which believes that such a
fraudulent claim is being made shall, within 60
days of tho receipt of such notice, send to the
Division of Fraudulent Gaims, on a form pro-
scribed by the department, tho Information
requested and such additional information relative
to the accident and the parties claiming loss or
damages because of the accident as the department
may require. Tho Division of Fraudulent Gaims
shall review such reports and select such claims
as, in its judgment,, may require further investi-
gation. It shall then cause an independent exami-
nation of the (facts surrounding such claim to be
made to determine the extent, if any, to which
fraud, dsceit, or intentional misrepresentation
of any kind exists in the submission of the
claim. The Division of Fraudulent Gaims shall -
report any alledged violations of law which Its
investigations disclose to the appropriate licensing
agency and state attorney havingjurisdicrion with
respect to any such violation as provided in a
624.310.-

(3) No insurer, nor the employees or agents of
any insurer, shall be subject to civil liability for
libel or otherwise by virtue of the filing of reports
or furnishing other information required by this
section or required by the Division of Fraudulent



Claims as aresult of the authority herein granted.

(4)  All costs of administration and operation of
said Division of Fraudulent Claims shall he borne
by the insurers licensed to write motor vehicle
insurance in this state. The Insurance Commis-
sioner shall equally divide such costs among all
such companies, charging each such company an
identical amount adequate to provide the total
cost of each fiscal year of operation. Such costs as
derived by said assessment shall be allocated to
the State Treasurer's and Insurance Commissioner's
Regulatory Trust Fund. The total number of
positions to be allocated to the Division of Fraud-
ulent Claims shall uOt exceed 25 employees and
the total cost shall not exceed S500.000 for said
fiscal year.

Section 10. Sr.tion 62.7.413?,, Florida Statutes,
is created to rer.d:

627.4132 Slacking of coverages prohibited.-If
an insured o', named insured is protected by any
type of rr.otorvehicle imiurance policy for liability,
uninsured motorist, personal injury protection,
or any other coverage, the policy shall provide
that the insured or named insured is protected
only to the extent of the coverage he has on the
vehicle involved in the accident; provided that if
none of the insured’s or named insured's vehicles
is involved in the accident, coverage is available
only to the extent of coverage on any one of the
vehicles with applicable coverage. Coverage on
any other vehicles shall not be added to or stacked
upon that coverage. This section shall not apply
to reduce the coverage available by reason of Ui-
surance policies insuring different named insureds.

Section 1iJ‘Section 627.7377, Florida Statutes;
is created to read:

627.7377 Physical Damage Deductibles.-In pro-
viding collision coverage for physical damage to
an insured’s motor vehicle, insurers shall make
available upon request deductibles of S500 or any
other amount for which the parties may contract,
subject to the insurer's filed rating plan.

Sect'on 12. Section 627.7262, Florida Statutes,
is crcaxod to read:

627.7262 Non-joinder of Insurcrs.-(I) No
motor vehicle liability insurer shall be joined as
a party defendant in an action to determine the
insured’s liability; however, each insurer which
does or may provide liability insurance coverage

1977, Senate BUI 1181*

Be it enacted by the Legislature of the State of
Florida:

Section 1. Short Titlc.-This act shall be known
and may be cited as "The Florida Insurance and
Tort Reform Act of 1977."

Section 4. Subsection (3) is added to section
320.02, Florida Statutes, to read:

to pay all or a portion of any judgment which
might be entered in the action shall file a state-
ment, under oath of a corporate officer, setting
forth the following information with regard to
each known polic: of insurance:

(2) The name of tfxe insurer.

(b) The name of each insured.

(c) The limits of liability coverage.

(d) A statement of any policy or coverage
defense which said insurer reasonably believes is
available to said insurer filing the statement at
the time of filing said statement.

(2) The statement required by subsection (1)
shall be r.nended immediately upon discovery of
facts calling for an amendment to said statement.

(3) ?f the statement or any amendment thereto
indicates that a policy or coverage defense ha;
been or will be asserted, then the insurer may be
joined as a party.

(4) After the rendition of a verdict,'or final
judgment by the court if the case is tried without
ajury, the insurer may be joined as a partyandi =
judgment may be entered by the court based upon
the statement or statements herein required.

(5)  The rules of discovery shall be available to
discover the existence and policy provisions of
liability insurance coverage. ) -

Section 13. Sections 627.738, 627.740, and
subsection (2) of section 627.741, Florida Statutes,
are hereby repealed. Y. -

Section 14. Within 60 days after October 1,
1977, the Departmeit of Insurance shall review

* o ] '

.the level of Florida: automobile insurance rate* for .

the purpose of insuring that premium or rate' -
reductions resulting from.the provisions of this «
act are, beinp, passed on to.the insurance policy
buyers. \ !

Section 15. »5any provision of this act or the ,

.application thereof to any person or circumstance

is held invalid, 2is the legislative intent that the
invalidity shall not affect other provisions or
applf: af the act which can be given effect
witho it the invalid provision or application, and
to this end the provisions of this act aro declared
severable.

Section 16. This act shall take effect October 1,
1976, and shall apply to all claims arising out of
accidents occurring on or after said date.

Approved, Juno 27, 1976

320.02 Application for registration; forms.-

(3) (a) Proof that personal injury protection
benefits have been purchased when required under
s. 627.733 shall be made by the applicant at the
time of registration ot any motor vehicle owned as
defined in s. 627.732. The issuing agent shall re-
fuse to issue registration if such proof of purchase
is not made. Insurers shall furnish uniform proof

*NOTE: Only lect'.oni of bill dealing with no-fault are reproduced here.
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of purchase cards in such form as prescribed, by the
Department of Highway Safety and Motor Vehicles,
and such card, or an insurance policy, an insurance
policy hinder, a certificate of insurance, or such
proof ar may be prescribed by the S'epartment of
Highway Safety and Motor VchicJis shall be ac-
cepted as such proof. As an aid ir. implementing
Section 42 of this Act such cards shall also indicate
the existence of any bodily injury liability insur-
ance voluntarily purchased. The Department of
Insurance shall require that such uniform cards as
specified by the Department of Highway Safety and
Motor Vehicles be furnished by insurers providing
such benefits. Any person altering such caid or
duplicating or counterfeiting such card in order to
furnish such proof or to permit another person to
furnish such proof shall be guilty of a misdemeanor
of the first degree, punishable & provided in s. 775.
082,s. 775.083, orir. 775.084.

(b)
motor vehicles conuot under tho operation of the
financial responsibility requirements of chapter™
324, such operator shall provide proofof complF
ance with such flnnncial responsibility requiremcn ts
at the time of registration of any such motor ve-
hicle through th« jjhs of ii uniform proofof pur-
chase of insurance card specifying such coverage,
or an insurance policy, o insurance policy hinder,
a certificate of Insurance, or by such other method
of furnishing such proof >smay be required by the
Department of Highway Safety and Motor Vehicles.
The issuing agent (hall refuse to Issue registration
of a motor vebtidu if such proof of purcliasc is not
made. The Department of Insurance shall require'
that such nniforrn cards is cyeatied by the Depart-
ment of Highway Safety tmd Motor Vehicles) be
furnished by Insurers writing motor vehido liability
insurance in this state. Arty person altering such
card or duplicating or counterfeiting such card In
order to furnish such proof or to penult another
person to furnish such proof shall be guilty of a
misdemeanor of the first degree, punishable as pro-
vided in *. 775.082, s. 775.083, or s. 7751084.

Section 6. Subsections (1) and (2) of section
324.021, Florida Statutes, 1976 Supplement, lire
amended Co re*d:

324.021 Defr'itions; minimum insurance re-
quired.—The following words and phrases when
used in this chapter shall, for the purpose of this
chapter, have the meanings respectively ascribed to
them In this section, except in those instances
where the context clearly Indicates a different
meaning:

() Motor Vehicle.-Every self-propelled vehicle
which J designed and required to be licensed for
use upon a highway, including trailers and »emi-
trailers designed for use with such vehicles, except
traction engines, road rollers, farm tractors, power
shovels, and well drillers, and every vehicle which
Li propelled by electric power obtained from over-
head wires but not operated upon rails, but not ill-
eluding any bicycle or *moped," as defined in s.
3i0.003 (2). However, the term "motor vehicle"
shaQ not include any motor vehicle as defined in
s. 627.732 ( 13, when the owner of such vehicle has
complied with the requirements of ss. 627.730-
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When an ope ratior owning a motor vehicle or

627.741, inclusive, unless the provisions of s. 324.
051 apply, and in such case until January 1, 1979,
such owner shall establish proof of compliance with
such sections in the manner provided for evidence
oftnsurance as set forth in s. 325.19 (7) at the time
of inspection of any such motor vehicle, and after
such date the applicable pioof of insurance provi-
sions of s. 320.02 shall apply,

(2) Department-The Department of Highway
Safety and Motor Vehicles Insurance.

Section 20. Present subsections (2), (3) and (4)
of section 626.989,, Florida Statutes, 1976 Supple-
ment, are renumbered as subsections (4), (5) and
(6), respectively, and nev/ subsections (1). (2), (3)
and (4) are added to said section to read:
«626.989 Division of Fraudulent Claims; investi-
gative poweni; subpoena powers; accident reports
to divirion;, personnel and expenses; division of
costs.-

(1 If, by iti own Inquiries or is aresult of com-
plaints, the Division o f Fraudulent Claims has rea-
son to believe thnt a person has engaged in, or ii
engaging in, an act or practice that violates s. 627.
7375 or:<. 624.15, It may administer oaths and af-
firmations, request the attendance of witnesses or
viroffering of matter, and collect evidence. The de-
triment shall not compel the attendance of any
p-.tson or matter in any such investigation except
pursuant to subsection (3). »r

(2) If (natter that the division seeks to obtain by
request Is located outride the state, tho person so
requested may make it available to tha division or
its representative to examine the matter at the place
where Itis located. The division may designate rep-'
resortstives, inducting officials o f the state in which-
the matter is located, to'inspect the matter on it*
behalf and.it may respond to similar requests from
officials of other states. *

(3) The division may request that m individual
who refuse to comply with any such request bo
ordered by the circuit court.to provide the testi-
mony or matter. The court shall not order such
compliance unless the division hrs demonstrated
to the satisfaction of the court *hi t the testimony
of the witness or the matter under request hasa =
direct hearing on aviolation of s. 627.737S ors
624.155 or is pertinent and necessary to further
such investigation. Except in a prosecution for per-
jury, an individual who complies with a court order
to provide testimony or matter after inserting a
privilege against self-incrimination to which he is
entitled by law may not be subjected to a criminal
proceeding or to a civil penalty with respect to the
act concerning which he is required to Testify or
produce relevant matter.

(4) The department’s papers, documents, reports
or evidence'relative to the subject of an investiga-
tion under this section shall not be subject to pub-
lic inspection for so long as the department deems
reasonably necessary to complete the investigation,
to protect the person investigated from unwar-
ranted injury, or to be in the public interest. Fur-
ther, such papers, documents, reports or evidence
relative to the subject of an investi$6tic n under this
section shall not be subject to subpoena until o-
pened for public inspection by the department.
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unless the department consents; or after notice to
the department and a hearing, the court determines
the department would not be unnecessarily hin-
dered by such subpoena.

Section 30. Subs.-tion (3) of section 627.727,
Florida Statutes, is amended and subsections (6)
and (7) are added to said section to read:

627.727 Automobile liability insurance; unin-
sured vehicle coverage; insolvent insurer protec-
tion.-

(3) For the purpose of this coverage, the term
“uninsured motor vehicle" shall. ': aject to the
terms and conditions of such coverage, be deemed
to include an insured motor vehicle when the lia-
bility insurer thereof:

(a) Is unable to make payment with respect to
?he legal liability of its insured within the limits
specified therein because of insolvency; or

(b) Has provided limits of bodily injury liability
for its Insured which are less than the limits, appli-.
cable to the injured person provided under his un-
insured motorist’s coverage, applicable to the in-

jured person.’

(6V flf an injured person or in the case of death,
the personal representative, agrees to settle a claim
with a Lability Insurer and its insured for the limits
of liability, and such settlement would not fully.
satisfy the claim for personal injuries or wrongful
death so ti to create an uninsured motorist claim
against the uninsured motorist insurer, then such
settlement agreement shall be submitted in writing
to the uninsured motorist insurer, which shall have
a period of 30 days from receipt thereofin which ..i
to agree to iarbltrate the uninsured motorist claim
and approve the settlement, waive its subrogation
rights against tho liability insurer and its insured,
and authorize'the execution of a full release..If
the uninsured motorist Insurer does not agree with-
in 30 days to arbitrate the uninsured motorist claim
and approve the proposed settlement agreement,
waive its subrogation rights against the liability in-
surer and its insured, and authorize the execution
of a full release, the injured person or in the caso
of death, the personal representative, may file suit
joining the liability insurer's insured and tho unin- ,
sured motorist Insurer to resolve their respective
liability for any damages tc. be ‘'.warded; provided,
however, that in such action, tha liability insurer's
coverage shall first be exhausted before any award
may be entered against the uninsured motorist in-
surer, and any such award against the uninsured
motorist insurer shall be excess and subject to the
provisions of s. 627.727 (1). Any award in such ac-
tion against the liability insurer’s insured shall be
binding and conclusive a:  the injured person and
uninsured motorist insurer's liability for damages
up to its coverage limits. The provisions of s. 627.
428 shall not apply to any section brought pursuant
to this section against the uninsured motorist in-
surer.

(7)  The legal liability of an uninsured motorist
coverage insurer shall not include damages in tort
for pa* i. st ffering, mental anguish and inconven-
ience unless the injury or disease k described in
one .,r nore of paragraphs (a) through (f) of s. 627.
737 (2).

Section 33. Section 627.736, Florida Statutes,
1976 Supplement, is amended to read:

627.736 Required personal injury protection
benefits; exclusions; priority. -

(1) Required Benbfits.-Every insurance policy
complying with the security requirements of s.'
627.733 shall provide personal injury protection
providi. .for paymen 1of all reasonable expenses
incurred for necessary medical, surgical, X-ray,
dental, and rehabilitative services, including pros-
thetic devices; necessary ambulance, hospital, nurs-
ing services; and funeral and disability benefits to
the named insured, relatives residing in the same
household, persons operating the insured motor
vehicle, passengers in such motor vehicle, and other
persons struck by such motor vehicle and suffering
bodily injury while not an occupant of a self-pro-
pelled motor vehicle or motoi cycle, all as specifi-
cally provided in subsections (2) and (4) (d), to a
limit of S5,000 for loss sustained by any such per-
son as a result of bodily ii\jt'.y,'sickness, disease, 1
or death arising out of the ownership, maintenance,.
or use of a motor vehicle as fotlows:

(@) Medical benefi's.-Elghty percent of all rea-
sonable expenses fo- iecessary medical, surgical.
X-ray, dental, and rehabilitative services, including
prosthetic devices, and necessary ambulance, hos-
pital, and nursing services. Such benefits shall also
"iK-lude necessary remedial treatment and services
..cognized and permitted under the laws of the
state for an injured personwho relies upon spiritual
means through prayer alono for healing, In accord-
ance with hisre"vutii beliefs.’ ' * o:*'

(b) Disability benefits.-Eighty percent of anyl u

loss of gross income: and loss of earning capacity rA
per individual, unles” such benefits are deemed not"
includable in gross income for federal income tax-'
purposes, in which event such benefits shall be lIm-f
ited to 60 percent, from inability to vrork proxi-
mately caused by the injury sustained by the in-
jured person, plus all expenses reasonably incurred
in obtaining from others ordinary and necessary
services in lieu of those that, but for the Injury, the
injured person would have performed wl.hout in-
come for the benefit of his household. Al. disabil-
ity benefits payable under this provision she’'l be
paid not less than every 2 weeks.

(c) Any insurer providing medical or disability
benefits which have been reduced under this sec-
tion shall also provide a corresponding rato .educ-
tion to the insured in proportion to reduction of
benefits provided.

(d) Funeral, burial or cremation bcnefits.-Fu-
neral, burial, or cremation expenses in an amount
not to exceed S1,000 per individual.

(c)  Only insurers writing motor vehicle liability
insurance in this state may provide the required
benefits of this section and nosrch insurer shall
require the purchase of any other motor vehicle
coverage ws ucondition for providing such required
benefits. Such insurers shall make such benefits
available through normal marketing channels. Any
insurer writing it otor vehicle 'lability insurance in
this state failing to comply w«h such availability
requirement as a general business practice shall be
deemed to have vio'afed part VII of Chapter 626'
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and such violation shall constitute an unfair method
of competition or an unfair or deceptive acTor
practice involving the business of insurance, and
any such insurer committing such violation shall be
subject to the penalties afforded in such part as
well as those which may be afforded elsewhere in
the insurance code.

(2) Authorized Exclusions.-Any insurer may ex-
clude benefits:

(a) Forinjury sustained by the named insured
and relatives residing in the same household while
occupying another motor vehicle owned by the
named insured and not insured under the policy or
for injury sustained by any person operating the
insured motor vehicle without the express or im-
plied consent of the insured.

(b) To any inju.ed person, if such person’s con-
duct contributed to his injury under any of the fol-
lowing circumstances:

1. Causing injury to himself intentionally;

2. Being convicted of driving while under the in-
fluence of alcohol or narcotic drugs to the extent >
that his driving'facultiea ,are impaired; s*

3. While committing a felony. > e
Whenever an insured is charged with conduct as
set forth in subparagraphs 2. or 3., the 30-day pay -
ment provision of paragraph (4) (b) shall be held
in abeyance, and the insurer shall withhold pay-
ment of any.personal injury protection benefits
pending the outcome of the case at the trial level.
If the charge is nolle pi;r/ssedor dismissed or the in-
sured is acquitted, the 30-day payment provision,
shall run from the date the insurer is-notified of
such action. vs-A  ;  $ 8w’

(3) Insured's rights to rectyfby ofspecial dam-1
agesin tort claims.-No insur i .di'all have alien on
any recovery in.tort by.judgment, settlement, orii;-
otherwise for personal injury protection benefits;
whether suk has been filed or settlement has been
reached without suit:. An injured party who is en-
titled to bring suit under the provisions of s. 627.
737, or his legal representative, shall have no right
to recover any damages for which personal injury
protection benefits are paid or payable. The plain-
tiff may prove all of his special damages notwith-
standing this limitation, but if special damages are
introduced in evidence, the trier of facts, whether
judge orjury, shall not award damages for personal
injury protection benefits paid oi payable. In all
cases in which ajury is required to fix damages,
the court shall Instruct the jury that the plaintiff
shall not recover such special damages for personal
injury protection benefits paid or payable.

(4) Benefits; When Due.-Benefits due from an
insurer under ss. 627.730-627.741 shall be primary,
except that benefits received under any workmen's
compensation law or Medicaid as provided undet
42 USC 1396 et seq. shall be credited against the
benefits provided by subsection ( 1) and be due and
payable as loss accrues, upon receipt of reasonable
proof of such loss and the amount of expenses and
loss incurred which are covered by the policy is-
sued under ss. 627.730-627.741.

(a) An insurer may require written notice to be
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given as soon as practicable after an accident in-
volving a motor vehicle with respect to which the
policy affords the security required by ss. 627.730-
627.741.

(b) Personal injury protection insurance benefits
shall be overdue if not paid within 30 days after
the insurer Is furnished written notice of the fact
of acovered loss and of the amount of same. If
such written notice is not fumisheu to the insurer
as to the entire claim, any parfcrJ amount supported
by written notice is overdue if not paid within 30
days after such written notice is fumi'ihed to the
insurer. Any part or all of the remainder of the
claim that is subsequently supported by written
notice is overdue if not paid within 30 days after
such written notice is furnished to the insurer.
However, any payment shall not be deemed over-
due when the insurer has reasonable proof to es-
tablish that the insurer is not responsible for the
payment, notwithstanding that written notice has
been furnished to the insurer. For the purpose of ./ .
of calculating the extent to whichdny benefits are
overdue, payment shall bo treated as being made
on the date a draft or othervalid instrument which .
is equivalent to payment was placed in the United
States mall in a properly addressed, postpaid enve-
lope or, Lfnot so posted, on the date'of delivery.

(c) All overdue payments shall bear lilmple inters
est at the rate of 10 percent per itnnuxn.™N;...* '[/i-
(d) Theinsurerof the owner of a motor;vehicle

shah pay personal injury protection b/ eflts for.

'1l. Accidental bodily.injury sustained in this...
state by the owner while occupying;a motor'ye-' 1
hide, or while not an occupant of a self-propelled,
vehido if the Injury Iscaused by’physical contact
*Ith.motor«hiao/;:

2. Acddentai:bodily Injury smtained.putsido
this state but within.the United Ittates of America,, ;
its territories or poss™”i;JoV~Cuadi.by the -« i-
owner whOe occupying the owner’s motor vehide.

3. Accidental bodfly injury sustained by a rela-
tive of the owner residing in the same household,
under the drcumstances described in subparagraph
1. or subparagraph 2., provided the relative at the
time of the accident is domiciled in.the owner’s
household and is not himself the owner of a motor
vehido with respect to which security is required
under ss. 627.730-627.741.

4. Acddental bodily injury sustained in this
state by any o:ner person while occupying the
owner's motor vehicle or, if a resident of this state,
while not an occupant of a self-propelled vehido
if the injury is caused by physical contact with
such motor vehide, provided the Injured person is
not himself: Tox

a. The owner of a motor vehide with respect to
which security .is required under ss. 627.730-627.
741, or

b. Entitled to personal injury benefits from the
insurer of the owner or owners of sudi a motor ve-
hicle.

(e) If two or more insurers are liable.to pay per-
sonal injury protection benefits for the same inji ry
to any one person the maximum payable shall be
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as specified in subsection ( 1), and any insurer pay-
ing the benefits shall be entitled to recover from
each of the other insurers an equitable pro rata
share of the benefits paid and expenses incurred in
processing the claim.

(5) Charges for treatment of injured, persons.-
Any physician, hospital, clinic, or other person or
institution lawfully rendering treatment to an in-
jured person for a bodily injury covered by per-
sonal injury protection insurance may charge only
a reasonable amount for the products, services, and
accommodations rendered and the insurer provid-
ing such coverage may pay for such charges directly
to such person or institution lawfully rendering
such treatment if the insured receiving such treat-
ment or his guardian has countersigned the invoice
or bill upon which such charges are to be paid as
being actually rendered to the best knowledge of
the insured or his guardian. In no event, however,
may such a charge be in excess of the amount the.
person or institution customarily charges for like
products, services, and accommodations in cases
involving no insurance. ! L

(S) Discovery of facts about an injured person;
disputes.--

(a) Every employer shall, if a request is made
by an insurer providing personal injury protection
benefits under ss. 627.730-627.741 against whom
a claim has been made, furnish forthwith, in a form

able costs connected therewith.

(c) In the event of any dispute regarding an in-
surer’s right to discovery of facts about an injured
person’s earnings or about his history, condition,
and treatment, andjdates and costs of such treat-
ment, the insurer may petition a court of compe-
tentjurisdiction to enter an order permitting such
disco-* v. The order may be made only on motion
for good cause shown and upon notice to all per-

r as having an interest, and it shall specify the

t * >. ?lace, manner, conditions, and scope of the
duc”very. Such court may, in order to protect
against annoyance, embarrassment, or oppression,
asjustice' quires, enter an order refusing discovery
or specifying conditions of discovery and may
order payments of costs and expenses of the pro-
ceeding, including reasonable fees for the appear-
ance of attorneys at the proceedings, asjustice re-
quires. --m- .o

(d) The.injured person shall be furnished, upon <
request, acopy of all information obtained by the-"
insurer under the provisions of this section, and
shall pay a reasonable charge, if required by the in-
surer.

(e) Notice to aninsurer of the existence of a '
claim shall not be unreasonably withheld by anin-
sured. e !

(7) Mental and physical examination of injured
person; reports.— L O <

a. proved by tho Department of Insurance, a sworn -
statement of the earnings, since the time of the of an injured person covered by personal Injury *
bodily injury and for a reasonable period before protection is material to any claim that lias been =’
the iryury, of the person upon'whose Injury the 1-/- o0i may be made for past or future personal igjury;\
claim is based.-t.".ijhi ftp?* protection insurance benefits, such-person shall,

(b) Every: physicianjhospltal;iclinic,'or o t h e r ' <. upon request of anlnsurer/submit to'mental‘or

(») Whenever the mental or physical condition

medical institution providing, before or after bod- (~

fly injury upon which a claim'for personal ir\Jury;
protection insurance benefits is based, any prod;
ucts, services, or accommodations in relation to
that or any other injury, or in relation to a condi-
tion claimed to bo connected with that or any
other ir\jury, shall, it requested to do so by the in-
surer against whom the claim has been made, fur-
nish forthwith awritten report of the history, con-
dition, treatment, dates, and costs of such treat-
ment of the injured p- rson, together with aswom
statement that the treatment or services rendered
were reasonable and necessary with respect to the
bodily injury sustained and identifying which por-
tion of the expenses for said treatment or services
was incurred as a result of such bodily injury, and
produce forthwith, and permit tho inspection and
copying of, his or its records regarding such his-
tory, condition, treatment, dates, and costs of
treatment. Said swom statement shall read as fol-
lows: "Under penalty of perjury, | declare that |
have read the foregoing, and ".he fi.it alleged arc
true, to the best of my knowledge and belief." No
cause of action for violation of physician-patient
privilege or invasion of the right of privacy shall be
against any physician, hospital, clinic, or other
medical institution complying with the provisions
of this section. The person requesting such re-
cords and said swom statement shall pay all reason-

physical examination by a physician'or physicians*
Tho costs of any examinrtiorir requested by ini in- ;
surer shall be borne entirely ’ tthe insurer.’ Such =
examination shall be co®rJ ,ed within the city of
residence of the insure* if there is no qualified
physician to conduct *ie examination within the
city of residence of the insured, then such examina-
tion shall bo conducted in an area of the closest
proximitv #*the insured’s residence. Personal pro-
tection insurers are authorized to include reason-
able provisions in personal injury protection insur-
ance policies for mental and physical examination
of those claiming personal injury protection insur-
ance benefits.

(b)  If requested by the person examined, a party
causing an examination to be made shall deliver to
him acopy of every written report concerning the
examination rendered by an examining physician,
at least one of which reports must set out his find-
ings and conclusions in detail. After such request
pnd delivery, the party causing the examination to
be made is entitled, upon request, to receive from
the person cxaminr Jevery written report available
to him or his representative concerning any exami-
nation, previously or thereafter made, of the same
mental or physical condition. By requesting and
obtaining a report of the examination so ordered
or by taking the deposition of tho examiner, the
person examined waives any privilege he may have,



in relation to the claim for benefits, regarding the
testimony of every other person wKo has examined,
or may thereafter examine, him in respect to the
same mental or physical condition. If a person un-
reasonably refuses to submit to an examination,
the personal injury protection carrier is no longer
liable for subsequent personal injury prelection
benefits. -

(8)  With respect to any dispute under the provi-
sions of ss. 627.730-627.741 between the inrured
and the insurer, the provisions of s. 627.428 shall
apply.

Section 36. Section 627.7375, Florida Statutes,
1976 Supplement, is amended to read:

627.7375 False and fraudulent claims.—

(1) Any person who, with the intent to injure,
defraud or deceive any insurance company:

(a) Presents or causes to be presented any writ-
ten or oral statement as part of or in support of a
claim for payment or other benefit pursuant to an
insurance policy, knowing that such statementcon-; -
tair.s any false, incomplete, or misleading informa-
tion ccr.coining any fact or thing material to such
daira; or

(b) Prepares or makes any written or oral state-
ment that is intended to be presented to any Insur-
ance company in connection with or in support of
any claim for payment in otb*r benefit pursuant
to an insurance'policy, knowing that such. state-
ment contains any false, incomplete, or misleading;
information concerning any fact or thing material
to such claim is guilty of a felony.of.tho third de-
gree, punishable as provided in s. 775.082, s. 775.
083, 0rs.,775.084. « 'S.-asTfSrV.vro'.-'OT.

(c) All dalms formsshall contain i statementin ~
a form approved by the ideputiQentthat.deariy
states in substance the.following:,.Any person- -e
who knowingly and with intent to injure,~defraud,’ m
or deceive any insurance company files a statement
of claim containing any false, Incomplete or mis-
leading information is guilty of a felony of third
degree.*' . . -

(2) Any pnysician licensed under chapter 458,
osteopath licensed under chapter 459, chiropractor
licensed under chapter 460, or any other practi-
tioner licensed under the laws of this stato who
knowingly and willfully assists, conspires with, or
urges any insured party to fraudulently violate any
of the provisions of this part, or any person who,
due to such assistance, conspiracy, or urging by
said physician, osteopath, chiropractor, or practi-
tioner, knowingly and willfully benefits from the
proceeds derived from the use of such fraud, is
guilty of a felony of the third deg .ee, punishable
ts provided in's. 775.082, s. 775.J83, or s. 775.
084. In the event that a physician, osteopath, chi-
ropractor, or practitioner is adjudicated guilty of a
violation of this section, the State Board of Medical
Examiners as set forth in chapter 458, the State
Board of Osteopathic Medical Examiners as set
forth in chapter 459, or the Florida State Board of
Chiropractic Examiners as set forth in chapter 460,
or other appropriate licensing authority, which-
ever is appropriate, shall hold an administrative

hearing to consider the imposition o f administrative
sanctions as provided by law against said physician,
osteopath, chiropractor, or practitioner.

(3) Any attorney who knowingly and willfully
assists, conspires with, or urges any claimant to
fraudulently violate any of the provisions of this
part, or any person Who, due to cuch assistance,
conspiracy, or urging on such attorney’s past,
knowingly and willfully benefits from the prdceeds
derived from the use of such fraud' is guilty ofa".
felony of the third degree, punishable as provided
ins. 775.082, s. 775.083, or s. 775.084..

(4) No person or governmental unit licensed un-
der chapter 395 to maintain or operate a hospital,
and no administrator or employee of any puck hos-
pital, shall knowingly and willfully allow the use
of the facilities of said hospital by an insured party
in a scheme or conspire-y to fraudulently violate-.#'
any of the provisions of this part Any hospital ad-'
ministrator or employee who violates this subset W ’
tion Is guilty of a felony of the third degree; putkF*""
ishable as provided ins. 775.082, s. 775.083, or !
775.084. Any adjudication of guilt for aisolation ',
of this section, or the use of business practices w;
demonstrating a pattern indicating that the spirit-#
of the law set forth in this part is not being fol-1 ?.v)
lowed, shall be grounds for suspension or revoca-' Vv.,/
tion of the license to operate the Lospital or the ~-'-n
imposition of an administrative penalty of up towiiVa
55,000 by thelicensing agency as set forth In chap- <
ter 395c¢ Jg ruifs: fir

(5) Any insurance company damaged as it resultuo.:
of a violation of any provision of this yxtiori® >e<f&
where there has been a criminal adjudication u-.diip
guilt shall have a cause o f action to recover com- *$! -
pensatoiy damages, plus all reasonable invejtlga->; 3
tion and litigation expenses including attorneys'# '~
fees at the trial and appellate courts. At

(6) For the purposes of this section “statement’*
includes, but is not limited to, any notice, state-
ment, proof of loss, bQl of lading, invoice, account,
estimate of property damages, bill for services, di-
agnosis, prescription, hospital or doctor reco rds, x-
ray, test result, or other evidence of loss, inj'uy, or
expense.

(7) The provisions of this section shall also apply
as to any insurer or adjusting firm or their agents
or representatives who with intent, injures, de-
frauds, or deceives any claimant with regard to any
claim. The claimant shall have the right to recover
the damages provided in this section.

(8) It is unlawful for any person, in his individ-
ual capacity or in his capacity as a public or private
employee, or for any firm, corporation, partner-
ship, or association to solicit any business In and
about city receiving hospitals, city and county re-
ceiving hospitals, county hospitals, justice courts,
municipal courts, or in any public institution or in
any public place or upon any public street or high-
way or in and about private hospitals, sanitariums
or in and about any private Institution or upon pri-
vato property of any character whatsoever for the
purpose of making motor vehicle t ;t claims. Any
person who violates the provisions of this subsec-



tion is guilty of afelony of the third degree, pun-
ishable as provided in s. 775.082, s. 775.083, or s.
775.084.

(9) It is unlawful for any attorney to solicit any
business relating to the representation of persons
injured in a motor vehicle accident for the purpose
of filing a motor vehicle tort claim. Any attorney
who violates the provisions of this subsection is
guilty of a felony of the third degree, punishable
as provided in s. 775.U82, s. 775.083, or s. 775.
084. Whenever any circuit or special grievance
committee acting under the jurisdiction of the Su-
preme Court shall find probable cause to believe
that an attorney is guilty of aviolation of this sec-
tion, such committee shall forward to appropriate
state attorney acopy of the finding of probable
cause and the report being filed in the matter.

Section 37. Section 627.739, Florida Statures,
1976 Supplement, is amended to read:

627.739
limitations; deductibles.—n order to prevent dupli-
cation with other private or governmental insur-
ance or benefits for senior citizens and others with
access to such insurance or benefits, earh Insurer
providing the coverage and benefits described iris.
627.736 (1) shall offer to the. named insured’s: *'m
modified forms of personal injury protection as
described in this section. Such election may be »-
made by the named insured to apply to the named
insured alone, or to the named insured and depend-’
ent relatives residing in the same household. Any

Personal injury protection;optional * :
VA

gross income and loss of earning capacity described
ins. 627.736 (=) (b) shall be excluded.

(4) Insurers shall offer, at the election of the
named insured, one of the following options: -

(a) Either adirest payment to the policyholder
or a payment to any person, corporation, associa-
tion or other business entity which performs re-
pair -. 'k upon the motor vehicle, or acombination
of the foregoing; or

(b) A payment to any person, corporation, as-
sociation, or other business entity performing re-
pair work upon the motor vehicle, where the payee
is under contract with the insurer to perform such
work at stipulated rates which are no greater than
eighty-fi re (85) percent of prevailing rates for simi-
lar work within the county where the payee per-
forms the work upon the motor vehicle.

(5) Each, insurer may prepare and distribute to
each of its policyholders a listing of all business
entities under contract with the insurer to perform’,,.
motor vehicle repair work at the rates described in
paragraph (1) 1b) of this section.-The listing shall.’
include a clear and plain explanation of the options
provided as required by this section, and shall fur- V.
ther state that if the policyholder elects to have re-
quired motor vehicle repair work done by any such
business entity, the rates stipulated in the contract .
with the insurer shall be all of the consideration .
which the business entity will demand for.such,
work and shall be paid by the insurer. .

(6) Insurers may offer coverage wherein at the

person electing such modified coveragoior subject

to such modified coverage as a result of.the named’
insured’s election shall have no rightto claim or to* n -
recover any amount so deducted from any owner, n:iw '

election of the named insured medical services shall ,]., =
bo limited to specified medical providers, including'?.. ]
hospitals, which specified medical provider maybe,r”

registrant, operator or occupant of avehicle or any
person or organizetion legally responsible for any >\
such person’s acts or omissions who is made ex-00
empt from tort liability by. ss, 627.730-627.741." .
Premium reductions for each modification or com-
bination of modifications shall be adequate to rec-
ognize the reduction in hazard and shall be subject

to the approval of the Department of Insurance.

(1) Insurers shall offer to each applicant and to
each policyholder upon the renewal of an existing
policy, deductibles, in amounts of $250, S500,
S1,000, and $2,000, $3,000 and .'4,000 said
amount to be deducted from the benefits otherwise
due each person subject to the deduction and shall
explain to each applicant or policyholder that if
they have coverage under private or governmental
disability plans they may avail themselves of de-
ductibles or other modifications as provided in sub-
sections ( 1), (2), and (3).

(2) Insurers shall offer coverage wherein at the
election of the named insured all benefits payable
under 42 USC 1395, the federal ‘‘medicare" pro-
gram, or to active or retired military personnel and
their dependent relatives shall be deducted from
those benefits otherwise payable pursuant to s.
627.736(1).

(3) Insurers shall offer coverage wherein at the
election of named insured the benefits for loss of

motor vctdcle insurance rate increases for bodily
injury liability,* persona! injury protection benefits, o'
or uninsured motorist coverage, excluding rates
charged for coverage under tlie automobile joint
underwriting association established under s. 627.
351 (5), prior to January 1, 1978. The rate cap
provided by this section shall take effect at 12:01
a.m., June 4 ,197V. This shall not prevent rate re-
duction.

Section 44. If any provision of this act, or the
application thereof to any person or circumstance
is held invalid, such invalidity shall not affect other
provisions or applications of this act which can be
given effect without the invalid provision or appli-
cation. To this end the provisions of this act are
declared to be severable.

Section 45. This act shall take effect July 1,
1977, and shall apply to all claims arising out of
accidents ocurring after said date, except that: sec-
tion 4 shall take effect January 1, 1978; sections
19, 21,22, 23, 24, 25,31. 32, 33, and 37 shall
tnkc effect September |, 1977; and sections 43,44,
and 45 shall take effect upon becoming alaw.

Became law July 5, 1977,
without governor’s signature



Chapter 78-374, Law; 1978
Senate Bill No. 1308

An act relating to motor vehicle insurance; amend-
ing j. 627.727 (7), Florida Statutes; providing that
uninsured motorist coverage shall not include dam-
ages for pain and suffering except for specified in-
juries or death; amending s. 627.732 ( 1), Florida
Statutes; providing definitions of “motor vehicle”,
“ private passenger motor vehicle”, and “commer-
cial motor vehicle”; amending s. 627.736 (1),
Florida Statutes; providing for S10,000 in personal
injury protection coverage; amending s. 627.737
(2), Florida Statutes; providing for limitations on
rights to damages for pain, suffering, mental an-
guish, and inconvenience in tort actions arising out
of use of a motor vehicle; amending s. 627.7372
(1), Florida Statutes; providing for the admission
into evidence in certain actions the amount of all
collateral sources paid or payable to th; claimant,
and prohibiting an award of damages which are
otherwise paid or payable; amending s. 627.739
(1), Florida Statutes, relating to personal injury
protection to revise amounts of deductibles; creat-
ing s. 627.7405, Florida Statutes; providing per-
sonal injury protection .benefits for the insured,
certain relatives, operators, and passengers of a
commercial motor vehicle or other Florida residents
struck, by a commercial motor vehicle in Florida;
repealing s. 627.73S (2), Florida Statutes, relating v
to the compliance of motor vehicle liability insur-
ance policies with financial responsibility or com-
pulsory insurance laws of other states; providing
for review by the Department of Insurance of the
rates of all licensed motor vehiclo insurers; provid-
ing for issuance o f orders by the Department of
Insurance to require new rate schedules where
existing rat-s are unfairly discriminatory; creating
s. 627.343, Florida Statutes; requiring the Depart-
ment of Insurance to promulgate a uniform state-
wide reporting system to classify risk; for the pur-
pose of evaluating motor vehicle insurance rates,
premiums, competition, and availability; requiring
insurers to file annual statements with the depart-
ment; providing that the department may require
Insurers to report certain loss and expense expe-
rience; repealing s. 627.342, Florida Statutes,
which provides for annual risk classification re-
porting by insurers; providing an effective date.

Be It Enacted by the Legislature of the State of
Florida:

Section 1. Subsection (7) of section 627.727,
Florida Statutes, is amended to read:

627.727 Automobile liability Insurance; unin-
sured vehicle coverage; insolvent insurer protec-
tion.- . .

(7)  The legal liability of an uninsured motorist
coverage insurer shall not include damages in tort
for pain, suffering, mental anguish, and inconven-
ience unless the injury or disease is described in
one or more of paragraphs (a) through (d) of s.
627.737 (2).

Section 2. Subsection (1) of section 627.732,
Florida Statutes, is amended to read:

627.732 Definitions.-As used in ss. 627.730-
627.741:
(1) "Motor vehicle” mcan3any self-propelled

vehicle which is of a type both designed and re-
quired to be licensed for use on the highways of
this state and any trailer or semi-trailer designed
for use with such vehicle, except mopeds, as de-
fined in s. 316.003 (2), and includes:

(a) A “private passenger motor vehicle" which
is any motor vehicle which is a sedan, station.wagon
or jeep type vehicle not used at any time as &
public or livery conveyance for passengers and, if
not used primarily for occupational, professional
or bt siness purposes, a motor vehicle of the pick-
up, ranel, van, camper or motor home type.

(b) A "commercial motor vehicle" which is any
motor vehicle which is not a private passenger mo-
tor vehicle.

The term motor vehicle, however, does not include
any self-propelled vehicle with less than four wheels
or a mobile home. ‘?

Section 3. Subsection (1) of section 627.736,
Florida Statutes, is amended to read:

627.736 Required personal injury protection
benefits; exclusions; priority. -

(1) REQUIRED BENEFITS.-Every insurance
policy complying with the security requirements '
ofs. 627.733 shall provide personal Injury protec-
tion providing for payment of all reasonable ex-
penses incurred for necessary medical, surgical.
X-ray, dental, and rehabilitative services,'including
prosthetic devices; nece~rary ambulance, hospital, "
and nursing services; and funeral and disability
benefits to the named insured, relatives residing in
the same household, persons operating the insured
motor vehicle, passengers in such motor vehicle#
and other persons struck by such motor vehicle and
suffering bodily Injury while not an occupant of a
self-propelled vehicle, all as specifically provided In
subsection (2) and paragraph (4) (tl), to aLimit of
S10,000 for loss sustained by any such perron as a
result of bodily injury, sickness, disease, or death
arising out of the ownership, maintenance, or use
of amotor vehicle as follows:

Section 4. Subsection (2) of section 627.737,
Florida Statutes, is amended to read:

627.737 Tort exemption; limitation on right to
damages; punitive damages. -

(2) In any action of tort brought against the
owner, registrant, operator, or occupant of a motor
vehicle with respect to which security has been
provided as required by ss. 627.730-627.741, or
against any person or organization legally responsi-
ble for his acts or omissions, a plaintiff may re-
cover damages in tort for pain, suffering, mental
manguish, and inconvenience because of bodily in-
jury , sickness, or disease arising out of the owner-
ship, maintenance, operation, or use of such motor
vehicle only in the event that the injury or disease
consists in whole or in part of:

(a) Significant and permanent loss of an impor-
tant bodily function.

(b) Permanent injury within a reasonable degree
of medic;.! probability, other than scarring or dis-



figurement.

(c) Significant and permanent scarring or dis-
figurement.

(d) Death.

Section S. Subsection (1) of section 627.7372,
Florida Statutes, is amended to read:

627.7372 Collateral sources of indemnity.-

(D In any action for personal injury or wrong-
ful death arising out of the ownership, operation,
use or maintenance of a motor vehicle, the court
shall admit into evidence the total amount ~f all
collateral sources paid to the claimant, and the
court shall instruct the jury to deduct from its
verdict the value of all benefits received by the
claimant from any collateral source.

Section 6. Subsection (1) of section 627.739,
Florida Statutes, is amended to read:

627.739 Personal injury protection; optional
limitations; deductibles; optional methods of pay-
ment for repair work.-In order to prevent dupli-
cation with other private or governmental insur-
ance or benefits for senior citizens and others with
access to such insurance or benefits, each insurer
providing the coverage and benefits described in
s. 627.736 (1) shall offer to the named insureds
modified forms of personal Injury protection as
described in this section. Such election may be
made by the named inti'red to apply to the named
insured alone, or to the named insured and depend-;
cnt relatives residing in the same household. Any
person electing such modified coverage, or subject
to such modified coverage as a result of the named
insured's election, shall have no right to claim or to
recover any amount so deducted from any owner,
registrant, operator, or occupant of a vehicle or any
prison or organization legally responsible for any
such person’s acts or omissions who is mado ex-
empt from tort liability by ss. 627.730-627.741.
Premium reductions for each modification or com-
bination of modifications shall be adequate to
recognize the reduction in hazard and shall be sub-
ject to the upprovnl of the Department of Insurance.

v1) Insurers shall offer to each applicant and to
each policyholder, upon the renewal of an existing
policy, deductibles, in amounts of S250, SS00,
S1,000, $2,000, S3,000, $4,000, $6,000 and
$8,000, said amount to be deducted from the bene-
fits otherwise due each person subject to the de-
duction, and shall explain to each applicant or
policyholder that if they have coverage under pri-
vate or governmental disability plans, they may
avail themselves of deductibles or other modifica-
tions as provided in subsections f 1), (2), and (3).

Section 7. Section 627.7405, Florida Statutes,
is created o read:

627.7405  Subrogation.-Notwithstanding any
other provisions of ss. 627.730-627.741, any in-
surer providing personal injury protection benefits
on a private passenger motor vehicle shall have, to
the extent of any personal injury protection bene-
fits paid to any person as a benefit arising out of
such private passenger motor vehicle insurance, a
right of reimbursement against the owner or the
insurcrof the owner of s jmmcrcial rnotorvehiclc,
if the benefits paid result front ruch person having
been an occupant of the conuuerdal motor vehicle
or having been struck by the commercial motor

vehicle while not an occupant of any self-propelled
vehicle.

Section 8. Witr.in 30 days after January 1, 1980,
the Department of Insurance shall commence a re-
view of the rates of all licensed motor vehicle in-
surers in effect at thatime. If, after the review,
the department finds on a preliminary basis that
the may be excessive, inadequate, or unfairly
discriminatory, the department shall so notify the
insurer. Upon being so notified, the insurer shall
within 60 days file with the department all infor-
mation which the insurer believes proves the rea-
sonableness, adequacy, and fairness of the rate. In
such instances, the insurer shall carry the burden
of proof. In the event the department finds that a.
ratc»> excessive, inadequate, or unfairly discrimina-
tory, the department may order that a new rate
cchcdule be thereafter filed by the insurer and fur-
ther specifying the manner in which noncompliance
shall be corrected.

Section 9. Section 627.343, Florida Statutes, Is
created to read: Toe

627.343 Uniform risk classification reporting
system for motor vehicle insurance.- 1

(1) The department shall establish and promul-
gate a uniform statewide reporting system to
classify risks K>r the purpose of evaluating rates
and premiums und for the purpose of evaluating
competition and the availability o f motor vehicle
insurance in the voluntary market. The system
shall divide risks into classifications based upon
variations in hazards or expense of claims. The
classification system may include any difference
among risks that can be demonstrated to have a
probable effect upon losses nr expenses, but in no
event shall the system adopted by the department
discriminate among risks bas'd upon race, creed,
color, or national origin. Tb j classification system
shall divide the state into geographical areas based
upon hazards or expenses of claims.

(2) Each insurer shall annually file with the de-
partment a statement reflecting the total number
of persons insured by the Insurer within each classi-
fication by coverage, the premium volume in each
classification by coverage, the paid and reserved
losses incurred in each classification by coverage,
the numb 'r of cancellations or nonrenewals by the
insurer du ,ing the period and the number of new
insureds during the period. This statement shall be
filed annually c . a date determined by the depart-
ment and shall cover a 1-year period.

(3) The department may promulgate rules to re-
quire each insurer to report its loss and expense
experience by classification, in such detail and as
often as may be necessary to aid the department in
determining the reasonableness of rates, the validity
of loss projections and the validity of the risk’
classification system.

Section 10. Section 627.342, Florida Statues, as
created by chapter 77-468, Laws of Florida, is here-
by repealed.

Section 11. Subsection (2) of section 627.73S,
Florida Statutes, is hereby repealed.

Section 12. This act shall take effect on January
1, 1979, and shall apply to nil accidents occurring
on or after the effective date.

Approved, June 20, 1978



COMMENTS ON THE FLORIDA LAW

The 1976, 1977, and 1978 amendments to the Florida no-fault law should improve
it, althought the degree of improvement won’'t be known until several years o f experience
have been accumulated. The elimination of compulsory liability insurance, which is not
directly connected with no-fault, is very controversial a.id was mot advocated by insurance
industry spokesmen.

The verbal tort limitation has proven to be more effective than the old SI1,000 thresh-' »
old in removing cases from the liability system. It is har.kr to abuse the law, since the thresh-
old can no longer be reached by an artificial buildup oi medical expenses. ’

The provisions against fraudulent claims represent a good step forward, one that
legislatures in other states would do well to consider. The"amendments make claim fraud

N actwft&fby doctors lawyers, claim adj.usrt;’s hospltal off|C|aIs or mshrohco companies afe'-

eony. They also provide for a state agency to investigate claims that insurer suspect are
fraudulent. Health care providers are required to sign sworn statements that the treatment
rendered to accident victims was reasonable and necessary. If these provisions are vigorously
enforced, they should prevent much of the claim fraud that allegedly has been so prevalent
in south Florida. . ' ' *!

Ralsmg the no-fau.lt benefit I|m|t fro)m $5,000 to $!0,000 is a blg step forwarlol aI—
though $10 000 may.stlll be madequate for today sinflated economy ' The “co- msura.nc.e" v
type restrictions of 80 percent of medical and 60 percentofincome coverage fijrther reduces
the value of the no-fault coverage. The legislature added the«lse features -to- dlsc.:o)urage ov:;—lm
utilization and reduce costs. Again, this change was not suggested by the insurance industry.
The amendments, to the extent that they reduce lawsuits, claims, fraud, and evcrutilization

may well justify a still higher no-fault benefit level. An increase, to as much as $25,000,

might be desirable if the reforms in the law continue to prove effective.

Kcv. B 78 Pl 200
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The proposed schedules of operations ye-

. the municipalities or territories involved if
Service is to be pursuant to schedules. /

ji agreement on the part of the applicant to

.with and abide by all tariffs and clas/ifica-

ifreight-forwarding services which may be

Iby the commission from time to time. '

(0 Any\uch application shall be accompanied by
payment ot\ fee of five hundred dollars tobe placed
in the FloridaNPublic Service Regulatory Triist Fund.

(3) Upon filing of ssid application ana payment
of said fee, theXFlorida Public Service Commission
shall fix a time for hearing on said application which
shall not be less tnan 20 aays nor more/han 60 days
subsequent to theYding of said application, and no
application shall bo. granted or certificate of public
convenience and necessity issued without a hearing
by the commission. Notice ofsuch hearing shall be
given to tho applicant and to all (jertificated motor
and rail common camera serving any part of the
route or territory proposed to be served by the appli-
cant and to such other\partie/ in interest as the
commission may deem necessary. The commission
shall also cause notice ofVheimplication to be pub-
lished at least 14 days prior,to the hearing in some
newspaper ofgenera* circulation in the aflectcd ter-
ritory or territories. /\ ¥

(4) The commission may issue to the applicant a
certificate of public convenience and necessity in a
form 'a be prescribed by it or may refhse to issue the
Game or may i,ssue it for only partial exercise of the
operation sought or may attach to the exercise ofthe
right granted by thencertificateauch terms, limita-
tions, and conditions which it deems the public inter-
est may require. The certificate ahall includo a de-
scription of the territory in which the freight-for-
warding operation is to be conducted, extended, op-
erated or acquired. , \

(5) In determining whether a certificate shall bo
issued, the commission shall take intq consideration,
among other things, the public need for the proposed
service, tho suitability of the applicdnt to conduct
the proposed operations, the financiniyesponsibility
of the applicant and the ability of thu applicant to
perform efficiently the operations for which authori-
ty is requested; provided, that the commission in
granting any such certificate shall taka into consid-
eration, the effect that the granting of such certifi-
cate m/ly have on transportation facilities within tho
territory sought to be served by said applicant, and
«also that effect upon transportation as a whole with-
in sa'id territory including the effect, iflany, upon
certificated motor and rail common carriers.

(6) Any certificate of puhlic convenience and ne-

cessity issued under the provisions of tnis section
sjiall contain, among other things, the followmg
(@) The name of the grantee.
(b) The municipality or territory in WhjCh or be-
tween which the grantee is permitted to operate.
(c) A statement ofthe exact terminals or territo-
ries to be served including the specific {Joints at
which the forwarding operation is to be originated
and the precise points or terminals at wfych the
distribution under such operations is to takp place.
(d) Such additional terms, conditions, provisions
or limitations as the commission shall deem neces-
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sary or proper in the puhlic interest or in the intere
oftransportation facilities already existing in
territory sought to be sJived.

(7)\ No such certifies te of public convenienc/and
necessity may be transferred, assigned, or e/cum-
bered .mless such transaction is first approved by
the coniViission consistent with the provisions ofs.
323.041.

(8/ The~commission may revoke, suspend, or al-
ter any such certificate: of public convehience and
r.cvessity for'the violation of any provision of this
part or the rAles juid legulations or orders of the
commission maHe under the authorityofthis partor
for other reasonable cause.

(9) All certificM/.s Issued hereyhder, including

those certificates now in effect; shall be renewed an-
nually by the payment of an annual certificate re-
newal fee of $500 per certificate,/which shall be due
on December 31 of each. year. | fthe fee Is not paid in
advance of the due dawn it must be received on or
before January 31 of theinexir year in order for the
renewal of the certificate to be effective. All moneys
received hereunder shall bo/ieposited in the Florida
Public Service Regulatory JI'\ust Fund and disbursed
pursuant to s. 350.78(2).

HUWryv-a*. 1.1 ch.fliU ; m. ch.\042T;a.3,ch.7H64;a.M, ch.
77-104: IL 1. ch. 77-437; «. 33.ch. 7M 5. \

*Not*— R*p«l*d bya. J.eh.73-lw,u unnSfiby*. Uch.77-457,«fr*ed»»
July I. MM, except for lh« powl/la effectof U*(a xffecic* lhle ftecdoa prior
to lhet dice.

*323.66 Allowance to shippeVs for transpor-
tation service.—Ifthe owner of property transport-
ed in service subject to this petcdirectly or Indirectly
i endera any service connected therewith, or fornish-
es any instrumentality uced tb srein, the charge and
the amounts therefor, to such owner, ahall be pub-
lished in tariffs filed in the manner provided in this
part and shAll be no more than isjust and reasona-
ble, and the commission may, on a compmint or on
its cwn initiative, determine what is a reasonable
charge as the maximum to be paid by tlie* freight
forwarder or forwarders for the services so rendered,
or for/the use of the instrumentalities so furnished,

and/fix the same by appropriate order.
Iory—Mt J ch 67-3Na Xeh 761Ma 1d'177~437‘a$d17\/\0
i*/- Repeel a3 dch 3163 u aneackdby a.1, ch 7743, tffectiva
119(0 |ooqx orth* potilbl* effect of Uwi iing thi* Metloo prior

CHAPTER 324
FINANCIAL RESPONSIBILITY

324.042 Administration.

324.051 Reports of accidents; suspensions of li-
censes and registrations.

324.072 Proof required upon certain convictions.

324.042 Administration.—Tlie department
shall administer and enforce the provisions of this
chapter, and the department may make such rules
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and regulations as may be necessary for its adminis-

tration.

HUtorjr.—«. L ch. 239*3.1933; «.1, ch. 57-147; u. 13.33, ch. 69-100; v 20.
ch. 73-93.

NaU-—Former u 324.03.

324.051 Reports of accidents; suspensions of
licenses and registrations.—

'(IXa) Every law enforcement officer who, in the
regular course ofduty either at the time ofand at the
scene of the accident or thereafter by interviewing
participants or witnesses, investigates a motor vehi-
cle accident in which property damage exceeds $50Q
or in which bodily injury or death occurs shall for-
ward a written report of the accident to the depart-
ment within 24 hours of completing the investiga-
tion. However, when the investigation o fan accident

1978 SUPPLEMENT TO FLORIDA STATUTES 1977

s. 324.072

‘ator was suspended pursuant to s. 324.051(4), the

owner or operator has complied with one ofthe pro-
visions of s. 324.031, and no bill of complaint of
which the department has notice has been filed in a
court of competent jurisdiction.

e (b) This subsection shall not apply:

1. To such operator or owner if such operator or
owner had in effect at the time of such accident or
traffic conviction an au'omobile liability policy with
respect to all of the registered motor vehicles owned
by such operator or owner.

2. To such operator, if not the owner ofsuch mo-
tor vehicle, if there was in effect at the time of such
accident or traffic conviction an automobile liability

pelicy orbond th_cesﬁect_to his operation of motor
vehicles nodowned by him*

will take more than ? days to complete, a preUmi-, p . 3. To such operator or owner if the liability of

nary copy of the accident report shall be forwarded
to the department within 24hours of the occurrence

in™4

The report on a form end contajr.

to require reports of accidents from individual own-

ers or operators whenever it deems it necessary for
the proper administration of this chapter, and these

failure toreportmay be certifi*bythed e p.a r
«(2Xa): Thirty days after receipf of notice of any

accident described in paragraph (IXa) involving a
motor YeRiele within titis state, the department shall
suspend, after due notice and opportunity to be
heard, the license of each operator and all registra-
tions of the owner of the vehicles operated by such
operator whether or not involved in such accident
rr.J. in the case of a nonresident owner or operator,
shall suspend such nonresident's operating privilege
in this state, unless such operator or owner shall,
prior to the expiration of such 30 days, be found by
the department to be exempt from tne operation of
this chapter, based upon evidence satisfactory to the
department that:

1. No injury was caused to the person or property
of anyone other than such operator ot owner.

2. Tho motor vehicle was. legally parked at the
time of such accident.

3. The motor vehicle was owned by the United
States Government, this state, or any political subdi-
vision of this state or any municipality therein.

4. Such operator or owne r has been finally adju-
dicated not to be liable for damages by a civil court
of competent jurisdiction.

5. Such operator or owner has secured a duly
acknowledged written agreement providing for re-
lease from liability by nil parties injured as the re-
sult ofsaid accident and has complied with one ofthe
provisions of s. 024.031.

6. Such operator or owner has de posited with the
department security to conform with s. 324.061
when applicable and hay, complied with one of the
provinions of s. 324.031.

7. Oneyear has elaps ed since such owner or oper-

such operator or owner for damages resulting from
6Uch ncddent is, in thejudgment ofthe department,

ou, r fon“ cf
4./ person who h i obtained from the

N ewi -s-3?4-171, or to any person o_lgl)erating a
motor vehicle for.such self-insurer: FT\ “TLI &I

6.. Such owner or operator was not charged withr.

.'moving tratticiviolation.'.

Nox ]

tment/’ i\
'-Nosuch policy or bond shallbe effect”™ underthis
' subsection unless it contems lIn..t= c¢; not less than

those specified in S. 324.021(7).

(3) Any operator s license or registration certifi-
cate or certificates and registration plates which
shall be suspended as provided for in this section,
shall remain suspended for a period of3 years unless

reinstated os otherwise provided in this chapter.

Hlirtory.—«. 1, ch. 29463. 1955;«. 2. ch. 57-U7:i*. 1.2. eh. 63-122; *. (, ch.
*3-190; u. 13.24.13. eh. 69-106; 1 2.eh. 71-39; *. i eh. 79266: *. *. ch. 77.113;
* l.eh 77-174; *.7.eh 77-463; * 1. eh 7333; «. 20. ch 78-91.

‘Not#*—Aa ara«odtd by u U ch. 7643, Octob«r L. 1976.

Not*.—Formtr « 324.04.

324.072 Proof required upon certain convic-
tions.—

'(1) Upon the suspension or revocation of a li-
cense pursuant to the provisions of s. 318.15, s.
322.26, or s. 322.27, the department shall suspend
the registration for all motor vehicles registered in
the name ofsuch person, either individually or joint- *
ly with another, except that it shall not suspend such
registration, unless otherwise required by law, if
such person has previously given or shall immediate-
ly give, and thereafter maintain, proof of financial
responsibility with respect to all motor vehicles reg-
istered by such person, in accordance with this chap-
ter.

(2) Such license and registration shall remain
suspended or revoked and shall not at any time
thereafter be renewed, nor shall any license be
thereafter issued to such person, nor shall any motor
vehicle be thereafter registered in the name of such
person, until permitted under the laws of this state,
and not then unless and until he shall give and
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324.072

thereafter maintain proofoffinancial responsibility

as required by s. 324.071.

HUto17 5.ch. 57-147; u. 1X 24. 33. ch. 60-106; *.1. ch. 77-115;«. 10. ch.
77465;* 2.<K 7TM t
*.NoU.—AS acnvodtd, cflVctiv* October 1, 1978.

CHAPTER 325

ICLE EQUIPMENT SAFETY COMPACT,;
INSPECTION

PART 1l

EQUIPMENT INSPECTION OF
MOTOR VEHICLES

at

325.12 Saftty equipment inspectiV, required; ex-y
ception.

325.14 Inspection certificate required for sold vji
hicfes; exemption.

325.141 Registration required prior to inspection;
ex'ceotion.

325.16 Defective vehicles; repair procedu:

325.18 . Construction of part IL

325.19 Requirements for approval befortran ap-
proval certificate may be issued for a mo-
tor vehicje. -r

325.24 Fees tc V*

; inspectio

325.272 ‘ Inspection

s¥esl¥|aotr'105r;1 ‘days of op{aratién;' ;

325.12 Safety
quired; exception,
ancient motor vehicles
registered or required

pment minspection

icensed u/der s. 320.086,
be registered within the
state when operated u_ i any street or highway
within the state shall at 1tim{» display a current
approved certificate which s:i/U be placed on the
vehicle as may be designated by the department,
indicating that it has been Inspected in accordance
with the provisions of this nart and has been found
to comply with the standyds and requirements of

this part for safety equipment
lUctory,—* t, ch. 47-307;* 1,ch. 6/16; «* \4,55. ch. 69-106; * I.ch.78063.

‘325.14 Inspection/certifiljato
sold vehicles; exemption.—

(1) It isunliv.-'10/nd a misdemeanor of the sec-
ond degree, punishajb'le as pic-dd?d in s. 775.082 or
s. 775.083, for any ~“rson engaged :n the business of
buying or selling new or used motor vemc:»s to sell
atretail any used/notor vehicle which docs not have
affixed thereto iLcurrent approved inspection certifi-
cate as required under s. 325.12. \

'2) Any mytor vehicle, the sale oi which consti-
tutes an occasional or private sale, shall not be driv-
en unless tly™ vehicle has a current vafjd inspection
certificateynowever, in the case of a motor vehicle
which haybeen stored or otherwise unused, during
which time the inspection certificate lias expired,
the ownfer shall obtain authority from trhe nearest
highway patrol station to drive the vehicle to the
inspection station. \%

(3)/ Nothing in this chapter shall be construed to

required for

1978 SUPPLEMENT TO FLORIDA STATUTES 1977

mchapter 320\

a. 325.16

require avalid current inspection certificate for any/

moCor vehicle owned by a motor vehicle dealer lir
censed under s. 320.27 and displaying a dealer tag

thereon as authorized by s. 320.13(IXa). /
H lci»A >-«. I.ch. 67JOT; c. J.ch. 76-275; =. 14.ch. 7346; %.*, ch. 76-144; c.

45, ch. 77U57; c. 10, ch. 78-412. /
‘Not*— us»4 kL cfftcdv* October L. 1975. /

‘325.141 Registration required prior to in-
spection: exception.— /

(1) Except as provided in subsection (2)/no in-
spection certificate shall be attached to any motor
vehicle without the owner or operator of same first
submittingVproofto the inspector that the motor ve-
hicle is currently registered under the provisions of
o*Pe- . e/

(2); Every\vehicle not previously registered in
this atatebunregistered in another jurisdiction and
subject to the registration requirement In this state
shall be .Inspected prior to registration. In addition to
performing the inspection ofthe vehicle as required
by this chapter! the inspection station inspector
shall record theunotor and serial numbers of the
vehicle on the molar vehicle inspection form prior to
the attachment o\ an inspectioji certificate to the

vehicle.
Hlrt«7—H.ch.7WI2.\ / -

‘N .t~ —Effcetlr» October 11177*.

.-.Via.,

—W heaa motor veh\de required to be inspected
/ under this partshall uron Inspection fail to meetthe;r» ,
ect re-v-i safety {eqU|rgments qf\thls part, the saf.ety,eql,,lklp-
ery motor/ehicle, exceptittnent inspection statio

ma uch mspeetion
shall issue an autho: * receipt and statement for:
eéuch vehicle indicating!,that it has been inspected
and shall enumerate thfe dkfects found. The owner or
operator shall have Zuch\defects corrected or re-
paired at any place Me chooses. The authorized re-
ceipt and statement(shall operate as a temporary
valid inspection permit for 30 days after the defect
is found, during which time tHa operator c’'loli notbe
subject to the penalty provides in s. 316.6i0, for the
purpose of allov/ng the owneit or operator of 6uch
vehicle to repaiythe defect In any case where a part
must be ordered to correct a defect and the part
cannot be received and installed within the 37-day
period herein!provided, the autnbrized receipt aid
statement together with a datedicopy of the nr, ir
for the partl shaU operate as a temporary valid in-
SpeetieA P#FAIt Until the part is\received, which
time period shall not exceed 90 d™ys. The vehicle
may be reinspected one time for such defects within
70 fla/5 when the owner dows not have to wait on a
part to be received, or within 90 daysiwhen the own-
er has/he authorized receipt and statAment together
with a dated copy of the order for tHe part, at the
safety equipment inspection station firat making the
inspection, without additional charge; however,
upon payment of the inspection fee, th£ vehicle may
be'reinspected at another safety equipment inspec-

tion rtation.
HUtorjv-* 1.ch. 67-307; * 3. ch. 49.16; ». 4. ch. 74034; * |. ch. 78-11*
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CHAPTER 324

FINANCIAL RESPONSIBILITY

324.011 Purpose of chapter
324.021 Definitions; miniruL . insurance required.
324.031 Manner of proving financial responsibil-

324.042 Adltnxrnistration.

324.051 Reports of accidents; suspensions of li-
censes and registrations.

324.061 Security deposited with Depar lent of
Highway Safety and Motor Ve ides; re-
lease.

324.071 Reinstatement; renewal of license; rein-
.statement fee.

324.072 Proofrequired upon certain convictions.

324.081 Nonresident owner or operator.

324.091 Notice to department; notice to insurer.

324.101 Compliance before license or registration
allowed.

324.111 Failure to satisfy judgment; copy to de-
partment

324.121 Suspension of license and registration.

324.131 Period of suspension.

324.141 Installment payments.

324.151 Motor vehicle liability policies; required
provisions.

324.161 Proof of financial responsibility; surety
bond or deposit.

324.171 Self-Insurer.

324.181 Cancellation of liability policies; plan for
apportionment of certain applicants.

324.191 Consent to cancellation, direction to re-
turn money or securities.

324.201 Return oflicense or registration to depart-
ment

324.211 Sale by owner during suspension; righ. 7 of
conditional vendors, mortgagees and 13-
sors.

324.221 Penalties

324241 Application of law.

324.251 Short title.

324.011 Purpose of chapter.—It is the intent of
this chaptcr to recognize the existing privilege to
own or operate a motor vehicle on the public streets
and highways of this state when such vehicles are
used with due consideration for others and their
property, and to promote safety and provide finan-
cial security '[requirements for] such owners or op-
erators whose responsibility it is to recompense oth-
ers for injury to person or property caused by the.
operation ofa motor vehicle. Therefore, it is required
herein that the operator cfa motor vehicle involved
in an accident or convicted ofcertain traffic offenses

the operative provisions of s. 324.051(2)
shall respond for such damages and show proof of
financial ability to respond for damages in fut re
accidents as a requisite to his fUture exercise ofsuch
privileges.

tiblor*—*, ch. 19963. 1935; «. 5. ch. 77-46d.
‘etot*— Bracked wordi jubttilutid for "by" by Iha adttora.

Not*,—Foraar s. 324&L

324.021 Definitions; minimum insurance re-

guired.—The following words and phrases when
used in this chapter shall, for the purpose of this
chapter, have the meanings respectively ascribed to
them in this section, excep’. in those instances where
the context clearly indicates a different meaning:
1) MOTOR VEHICLE.—Every self-propelled ve-
hicle which is designed and required to be licensed
for use upon a highway, including trailers and semi-
trailers designed for use with such vehicles, except
traction engines, road rollers, farm tractors, power
shovels, and well drillers, and every vehicle which is
propelled by electric power obtained from overhead
wires but not operated upon rails, but not including
any bicycle or "moped," as defined in s. 316.003(2).
However, the term "motor vehicle" shall not include
any motor vehicle as defined in s. 627.732(1), when
the owner ofsuch vehicle has complied with the re-
quirements of ss. 627.730-627.741, inclusive, unless
the provisions ofs. 324.051 apply, and in such case,
until January 1, '[1978], such owne” shall establish
proofof compliance with such sections in the man-
ner provided for evidence ofinsurance as set forth in
s. 325.19(7) at the time of inspection of any such

Department ol HJgfr
way Safety and Motor Vehicles. .

(3) OPERATOR.—Every persor who b in actual
physical control of a motor vehicle. ..

(4) PERSON.—Every natural person, firm, co-
partnership, association or corporation.

(5) NONRESIDENT.—Every person who b not a
resident of this state.

(6) LICENSE.—AnNy license, temporary instruc-
tion permit, cr temporary license issued under the
laws of this state pertaining to the licensing of per-
sons to operate motor vehicles.

(7) PROOF OF FINANCIAL RESPONSIBILITY.
—That proof of ability to respond in damages for
liability on account o faccidents arising outof the use
of a motor vehicle:

(@) ‘In the amount of 510,000 because of bodily
injury to, or death of, one person in ony one accident;

(b) Subject to said limits for one person, in the
amount of $20,000 because of bodily injury to, or
death of, two or more persons in any one accident;
and

(¢) In the amount of $5,000 because of igjury to,
or destruction of, property of others in any one acci-
dent

(8) MOTOR VEHICLE LIABILITY POLICY.—
Any owner’s or operator’s policy of liability insur-
ance fUrnished as proof of financial responsibility
pursuant to s. 324.031, insuring said owner or opera-
tor against loss from liability for bodily injury, death
and property damage arising out of the ownership,
maintenance or use of a motor vehicle in not less
than the limits described in subsection (7) and con-
forming to the requirements ofs. 324.151, issued by
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any insurance company authorized to do business in
this state.

(9) OWNER.—A person who holds the legal title
ofa motor vehicle, or in the event a motor vehicle is
the subject of an agreement for the conditional sale
or lease thereofwith the right of purchase upon per-
formance cf the conditions statea in the agreement
and with an immediate right of possession vested in
the conditional vendee or lessee, or in the event a
mortgagor ofavehide is entitled to possession, then
such conditional vendee or lessee or mortgagor shall
be deemed the owner for the purpose of this chapter.

(10) JUDGMENT.—Any judgment which shall
have become final by expiration without appeal of
the time within which an appeal might have been
perfected, or by final affirmation on appeal, ren-
dered by a court of competent jurisdiction of-any
state or ofthe United States, upon a cause of action
arising out of the ownership, maintenance or use of
any motor vehicle, for damages, including damages
for care and loss ofservices, because of bodily injury
to or death ofany person, or for damages because of
injury to or destruction of property, Including the
loss of use thereof, or upon a cause of action on an
agreement of settlement for such damage.

. (11) REGISTRATION.—Registration certificate
or certificates and registration plates issued under
the laws of this stato pertaining to the registration

of motor vehicles.
a_HbtorT/—*. t. ch. 299*3,1933: M. 13. 33, ch. M-IM:a. U ch. 7U#: a. 100.
|. 71-377; a. 1.ch. 72-297: w. 1,1, ch. 73-140; a. U ch. EMUN -
. fc 1, -4a 77.11%5 a 4, ch. 77-4*4. «Na.«.ch. @i

~Qfii-lrafvrtw dptaderiteRA R tirrr  the e<utoritowcTxde»

i.v .uy-r Wi'Jii ~byi

324.031 Manner of proving financial respon-
sibility.—The operatei or owner of a vehicle may
prove his financial r iponsibility by:

(1) Furnishing satisfactory evidence of holding a
motor vehicle liability policy os defined in s.
324.051(8) and s. 324.151, or

(2) Posting **.Ith the department a satisfactory
bond of a surety company authorized to do busii ess
in this state, conditioned for payment of the amo> nt
specified in 3. 324.021(7), or

(3) Furnishing a certificate of the department
showing a deposit o fcash or securities in accordance
with s. 324.161, or

(4) Furnishing a certificate of self-insurance is-
sued by the department in accordance with s.

324.171.
HUiary.—. 1 ch. 79943. 1913; aa. 13. 33. ch.
Not#.—Form*r & 324.02.

324.042 Administration.—Tho department
shall administer and enforce the provisions of this
chapter, nnd the department may moke such railcs
and regulations as may be necessary for its adminis-
tration and st,all provide for hearings before a refer
ee upon request of persons agpneved by orders or

acts of the department.

Hlaiory. a. I.ch. 29943. 1933; a. I. ch. 37-147; aa IS, 33. ch «V'94.
Jfoia,—) »mi«r a 32103.

i 32'.051 Reports of accidents: suspensions of
incenses and registrations.—

(IMa) Any sheriff, police department, or peace of-

ficer off this state shall, within 10 da, s following any

FINANCIAL RESPONSIBILITY

-» partmcnt to ini exempt from.to .
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accident within the purview of this chapter coming
to its or his attention, report such accident in writing
to the department Such report shall contain the
following information: Date and place of the acci-
dent, description o fthe cars involved, the names and
addresses of owners or operatois, the extent of the
damage, and such other information as the depart-
ment may require.

(b) The department is hereby further authorized
to require reports of accidents from individual own-
ers or operators whenever it deems it necessary fo—
the proper administration of this chapter, and these
reports shall be made without prejudice and shall be
for the confidential use* of th** department. No such
report shall be used as evidence in any trial arising
out ofan accident, but the fact ofsuch report or the
failure to report may be certified by the department

(2Xa)
judgment being rendered due to an accident involv-

inp a motor veniclédithin this state which has re-
sul in bodily injury or death to any person, a
judgment of liability for damage of $500 or more to
property, or a traffic conviction for a violation o f«.
316.027 or s. 316.028, the department shall suspend
the license of the operator against whom such judg-
ment or conviction applies and all registrations of
the owner of the vehicles operated by such operator
whether or not Involved in such accident and. In the
case of a nonresident owner or operator, shall sus-
pend such nonresident’s operating privilege in this

estate, unless such operator or owner *Half, prior to

the expiration of such 30 da'-"., be tound by’'the do-
operation of this
chapter, based upon evidence In its files satisfactory,
to the_department that:', _

1. The motor vohicle was owned by ;he United.
States Government, this state, or any political subdi-
vision of this state or any municipality therein.

2. Such operator or owner hasbeen finally adju-

Thirty days after receipt of notice of any .

dicated not to be liable by a court ofcompetentjuris-.

diction.

3. Such operator or owner has secured a duly
acknowledged written agreement providing for re-
lease from liability by all parties injured aa th* re-
sult ofsaid accident nnd '[has] complied with one of
the provisions ofs. 324.031.

4. Such operator or owner has deposited with tho
department security to conform with s. 324.061
when applicable and has complied with one of the
provisions ofs. 324.031.

5. Oneyear has elapsed since such owner or oper-
ator was suspended pursuant to subsection
324.051(4), the owner cr operator has complied with
one of tho provisions of s. 324.031, and no bill of
complaint of which the department has notice has
been filed in a court of competent jurisdiction.

(b) This subsection shall not apply:

1. To such operator or owner if such opera .or or
owner had in effect nt the time of such accident or
traffic conviction an automobile liabilitv policy with
re-'nect to all of the registered motor vehicles owned
by such operator or owner.

2. To so ;h operator, if not the owner ofsuch mo-
tor vehicle, if there was in effect at tho time of such
accident or traffic conviction an automobile liability
policy or bond with respect to his operation of motor

1642



Ch. 324

rapter coming
ent in writing
| contain the
e of the acci-
he names and
extent of the
is the depart-

ser authorized
dividual owr»-
necessary for
ter, and these
eand shall be
aenL No such
T trial arising
j report or the
edepartment,
notice of any
cidentinvolv-
which has re-
my person, a
00 or more to
.violation ofs.
'shall suspend
om such judg-
gistrations of
such operator
nt and, in the
tor, shall sus-
Evilegc in this
shall, prior to
.nd by the de-

Ch. 324

vehicles not owned by him.

3. To such operator or owner if the liability of
such operator or owner for damages resulting from
such accident is. in the judgment of the department,
.covered by any other form of liability insurance or
bond.

4. To any person who has obtained from tho de-
partment a certificate of self-insurance, in accord-
ance with s. 324.171, or to any person operating a
motor vehicle for such self-insurer.

No such policy or bond shall be effective under this
subsection unless it contains limits of not less than
those specified in subsection 324.021(7).

(3Xa) Tho notices of accidents and orders of sus-
pension required under this chapter as a result of
accident or conviction cases sha’ be given to owners
and operators either by personal delivery thereofto
the person to be so notified or by depos:* in the Unit-
ed States mail o fsuch notice or order in an envelope
with postage prepaid, addressed to such person at his
address as shown by the accident report or records
of the department.

(b) The giving of notice and order of suspension
by mail is complete upon expiration of four days
after deposit in the United States mail. Proofof the
giving of notice or orders ofsuspension in either such
manner may be made by tho certification of the de-
partment by naming the person to whom such notice
or order of suspension was given and specifying the
time, place and manner of the giving thereof.

(4) Any operator’s license or registration certifi-

FINANCIAL RESPONSIBILITY
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(d) Upon receipt of an order from a court order-
ing that such deposit be paid to satisfy a recorded,
judgment, in whole or in part, resulting from an
accident If the department does not have sufficient
funds on deposit to satisfy such judgment it shall
forthwith call upon the judgment debtor for the bal-
ance, subject to the limits specified in s. 324.021(7).
Upon failure of the judgment debtor to make the
necessary deposit or to satisfy the judgment in full,
the department shall revoke the driving privilege
and all registrations ofsuchjudgment debtor within
10 days subseque ,, to notification to the judgment
debtor by the department.

() In any case in which securities deposited un-
der this section have remained unclaimed for 5 years
or more such deposit shall be transferred by the de-
partment to the State School Fund, and all interest
and income that may accrue from said deposits after
the aforesaid period of time, shall belong to said
fund. eij

(3) The departmentshall invest security deposits
In its custody received under this section in excessof*
current needs in interest-bearing accounts. The in-
terest earned from such investments shall bo depos-
ited in a department trust fund, and any Security
deposits remaining unclaimed after 5 years shall be
transferred to the State School Fund as provided in
paragraph (2Xe) above.

m.tonr—*. L ch.2993X IMS: # 3. ch.37-147;M. IX 33.ch. SH 0* # X ch.
71-37*.n X ch. 77.118; . X Ch. 77-163. .

‘Not#.— Bracketed iubpar>fT*ph number aubihluudb/ th# #dlton for "4 .-
ta confottn Coiubp*r*|rtph réuumb«rin( ntqulirttl by t. 7, ch. 77-433. ; . t

Not#— Form#c a. 374041. ,. ; ' t'
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*No(*v—nrtckrtcd word eubtticuud for "bad" by tho editor*.

Not**—Former«. 32404 .

324.061 Security deposited with Department
of Highway Safety and Motor Vehicles; re-
lease.—

(1) Security deposited pursuant to the provisions
ofs. 324.051(2Xa)'[4.) with respect to claims for inju-
ries to persons or properties resulting from nn acci-
dent occurring prior to such deposit shnll bo in the
form and amount determined by the department
which, in its judgment, will be sufficient to compen-
sate for all injuries arising out of such accident, but
in no case shall the amount exceed the limits as
specified in s. 324.021(7).

'2i  >uch security shall be deposited with tho de-
partment and shall not be released except und*r one
of the following conditions:

(@) A duly attested written statement of satis'ac-
tion by nil parties shown to be injured in such atd™
dent has been received by the department, or

(b) In tho event the depositor has been finally
adjudicated by a court of competent jurirdiction not
to be liable; or all judgments of liability against the
depositor have been satisfied, or

(c) One year shall have elapsed after deposit and
during such period the department has not been
duly notified of any court action brought for dam-
ages.

14.051(2), s: 324.072, 0. 324.081, or s. 324.121 It.
may effect its reinstatement upon compliance with
the provisions ofs. 324.051(2Xn)'(2., 3., or 4.], or s.
324.081(2) and (3), as the case mav be, and with one
of the provisions ofs. 324.031 ana upon payment to
tho department of a nonrcfundable reinstatement
fee 0f515. Only one such fee shall be paid by any one
person irrcsjiective of the number of Mamies and
registrations to be then reinstated or issued to such
person. All such fees shall be deposited to a depart-
ment trust fund. Whon the reinstatement of any
license or registration is effected by compliance with
5. 324.051(2Xa)’'[3. or 4.J, the department shall not
renew the license or registration within a period of
3years from such reinstatement, nor shall any other
license or registration be Issued in the name ofsuch
person, unless the operator is continuing to comply
with one of the provisions of s. 324.031.

Wilory.-#. l,ch. 2998X 13-33; b. 4.ch. 57-147; % 4. ch. 43-190; 1 1.ch. *7-779;
u. IX 21, 33, ch. 49-103; L 4. ch. 71-39; «. 4. ch. 77.113; # 9. ch. 77-483.
'Nolo.—Bracketed subpiragraph number* tubttkulod by tho editor* for 44,
fl.,or S." to conform to MioparagTiph tenumbering required by a. T,ch. TT46J.
\Nou.-~Brockotedl tub?*r;*riph number* »ub*diut*d by tho editor* for "5.
Ioﬂtngn ph rtnumberin* required by k 7. <H- 77-4M.

N4.072 Proof required upon certain convic-
tions

(P Upon revocation of a license pursuant to the
prr/isions of s. 322.26, by reason of conviction or
f'.rfeiture of bail, the department shall suspend the
registration for all motor vehicles registered in the
name of such person, cither individually or jointly
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with another, e« 'pt that it shall not suspend such
registration, unicss otherwise required by law, if
such person Has previously given or shall immediate-
ly give, and thereafter maintain, proof of financial
responsibility with respect to all motor vehicles reg-
istered by such person, in accordance with this chap-
ter.

(2) Such license ¢ d registration shall remain
suspended or revoked and shall not a. any time
thereafter be renewed, nor shall any ,Jense bo
thereafter issued to such person, nor shall any motor
vehicle be thereafter registered in the name of such
person, until permitted undir the laws of this state,
and not then unless and until he shall give and
thereafter maintain proofof financial responsibility
as required by s. 324.071.

Ul.taly--*-s.titn-ui; m. 10.ix.u,ch.m o * * S.ih. 77-11 * «. 10. eh.
774M.

324.081 Nonresident owner or operators—

(1> The department may establish reciprocal
agreements with any other states for the purpose of
fulfilling the provisions o f this chapter and pursuant
to such agreements may suspend the license and
registration ofa resident of this state involved in an
accident in another state.

(2) When a nonresident's operating privilege is
suspended pursuant to this chapter, the department
shall transmit a certified copy of the record of such
action to tha appropriate official of the reciprocating
state in which such nonresident resides, if the law of
such other state provides for action in relation there-
to similar to that provided for in subsection (3)..

(3) Upon receipt ofsuch certifiestion that Ihe op-
erating privilege ofa resident of this state.hns Nsen
suspended or revoked in any such other reci/\oeat-; ’
ing state pursuant to a law providing for its Mspcn-
sion or.revocation for failure to deposit security for
the payment of.judgments arising out of a motor
vehicle accident, unaer circumstances'which would
require the department to suspend a nonresident's
operating privilege had the ac’ident occurred in this®
state, the department shall suspend ths license of
such resident if he was the operator, and all of his
registrations if he was tho owner of a motor vehicle
involved in such accident Such suspension shall con-
tinue until such resident furnishes evidence of his
compliance with the law ofsuch other state relating

. to the deposit of such security.

(4) In the event such nonresident shall at the
time have in effect art insurance policy or surety
bond Issued by any insurance company or surety
company not authorized to do business in this state,
the department may reinstate such nonresident
upon said company furnishing it with power ofattor-
ney to accept service of pruccn3.

111.lory.—* L ch. 79943. U S* * * ch. 37-147; «*. IX 33, ch.(9-10* *.* ch.
77.118;*. 1t. ch. 77-164.
NoU.—Fornw i 124 M.

324.091 Notice to department; notice to In-
surer.—
(1 Each owner and operator involved in an acci-

dent or conviction case within the purview of this
chapter shall furnish evidence of automobile liabili-
ty insurance, motor vehicle liability insurance, or
surety bond within 30 days from the date of the mail-
ing of notice of accident by the department in such

FINANCIAL RESPONSIBILITY

Ch. 34

fomvand manner as it may designate. Upon receipt
ofevidence that an automobile liability policy, motor
vehiclaliability policy, or surety bond war in effect
at the time of the accident or conviction case, the
department shall forward by United States mail,
postage prepaid, to the insurer or surety insurer a
copy o fsuch information and shall assume :hat such
policy or bond was in effect unless the insurer or
surety insurer shall notify the department otherwise
within 20 days from the mailing of tu? notice to the
insurer or ?' ety insurer; provid.-d that if the de-
partment t < iater ascertain 'hvt an automobile
liability pc motor vehicle liability policy, or
surety hond was ndt in effect and did not provide
coverage Tor both the owner and the operator, it
shall at .such time take such action as it is otherwise
authorized to do under this chapter. Proofofmailing
to the insurer or surety insurer may be made by the
department by naming the insurer or surety Insurer
to whom such mailing was made and specifying the
time, place and manner of mailing.

(2) Each insurer doingbusiness in this state shall
immediately give notice.to the department of each
motor vehicle liability policy when issued to effect
tho return of a license which has been suspended
under s. 324.051(2); and,said notice shall be upon

such'form and In such manner as the department
may designate. "' < ..ue...

autocy—c«. 1.ch. 70963, 198**. X chi *3-172tfc U U th (9.104.
Foratr (. 374.04. jv i(

324.101
tration ollowcd.—In case the operator or owner of
a motor vehicle involved, in an accident within the

; state has'no license oriregistration, he shall, hot be

allowed.a-license or. registration until he has'com-
plied yrith the requirement* of this chapter to'the
same extent that would be necessary, If at the time
of the accident he had held a license and registra-
tion. 'eml :

HI*tsrjr~-*. 1. eh. 7990.1911.
NoU”—Former n 32109.

324.111 Failure to satisfy judgment; copy to
department—Whenever any person fails witnin 30
days to satisfy any judgment, upon the written re-
quest of thejudgmentcreditoror his attorney It shall
be the duty of the clerk of the court, or of the ji'di*j
of a court which ha3 no clerk, in. which any such
judgment is rendered within this state, to forward to
the department immediately after the expiration of

said 30 days, a certified copy of such judgment
HUtory.—. 1.ch. 79943, 1333, ». 13,j* ch. (M O * *. 3,ch. 71-19.

324.121
tion.—

() The department, upon the receipt of a certi-
fied copy of a judgment, as provided ir, s. 324.111.
shall forthwith suspend the license and regu’trntion
and any nonresident’s operating privilege ofany per-
son against whom such judgment was rendered, ex-
cept as hereinafter otherwise provided in this sec-
tion, and in s. 324.141.

(2) If the judgment creditor consents in writing,
in such form o3 the department may prescribe, that
the judgment debtor be allowed license and registra-
tion or nonresident's operating privilege, the same

Suspension of license and registra-
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may be allowed by the department, in its discretion,
for 6 months from the date of such consent and
thereafter until such consent is revoked in writing
notwithstanding default in the payment of such
judgment, or any installments thereof prescribed in
s. 324.141, provided the judgment debtor furnished
oof of financial responsibility as provided in s.
4.031, such proof to be maintained for 3 years.
Hbtorr—e 1. ch. 29963. 1933; u. 13. U, ch. 69-106; ». S. ch. 7139.

324.131 Period of suspension.—Such license,
registration and nonresident’s operating privilege
shall remain so suspended and shall not be renewed,
nor shall any such license or registration be thereaf-
ter issued in the name ofsuch person, including any
such'>erson not previously licensed, unless and until
every such judgment is stayed, satisfied in full or to
the extent of the limits stated in s. 324.021(7) and
until the said person gives proofof financial respon-
sibility as provided in s. 324.031, such proof to be
maintained for 3 years. S !

Ulitof7.—*. 1 ch. £3063, 1933. t:

324.141 Installment payments.—

(1) A judgment debtor upon due notice to the
judgment creditor may apply to the court in which
sucnjudgmentwas rendered for the privilege of pay-
ing such judgment in installments and the court, m
its discretion and without prejudice to any other le-
gal remedies which the judgment creditor may have,
may so order and fix the amounts and times of pay-
ment of the installments.

(2)- The department shall not suspend a Ucense,
registration or a nonresident’s operating privilege,

FINANCIAL RESPONSIBILITY

Ch. 324

subject to limits, exclusive of interest and costs with
respect to each such motor vehicle as is provided for
under s. 324021(7). Each policy shall contain an op-
tional provision for a deductible relating a property
damage coverage in an amount not to exc. ed $500;
provided, however, that such deductible prowuon in
a policy shall not be required when the owner named
in the policy specifically rejects the provision.

(b) An operator’s motor vehicle liability policy of
insurance shall insure the person named therein
against loss from the liability imposed upon him by
law for damages arising out ofthe use by him of any
motor vehicle not owr -d by him, with the same terri-
torial limi'.s anil subject to the same limits of liabili-
ty as refenced above with respect to an owner’s
policy of liability insurance.

(c) All such motor vehicle liability policies shall
state the name and address of the named insured,
the coverage afforded by the policy, the premium
charged therefor, the policy period, the limits of lia-
bility, and shall contain an agreement or he en-
dorsed that insurance is provided in accordance -vith
the coverage defined in this chapter as respects bodi-
ly injury and death or property damage or both and
is subject to all provisions of this chapter. Said poli-
cies snail also contain a provision that the satisfac-
tion by an insured of a judgment for such injury or
damage shall not be a condition, precedent to the
right or duty of the insurance carrier to make pay-
ment on accountofsuch injury or damage, and shall
also contain a provision that bankruptcy or insolven-
cy of the insured or of the insured's estate shall not
relieve the insurance carrier ofgmjlof its obligations

and shall restore any license, registration <irnonresi- r/.T* ™ r*huU n*t

dent’s operating privilege suspended following non-

payment of a judgment, when thojudgment debtor - pucable toanyautomobUe liability policy unless and

gives PF&UF of financial respendbility and obtains i
such an order permitting the payment ofsuch judg-

ment in installments, and while the payment ofany

said installment is not in default.

(3) In the event tho judgment debtor fails to pay
any installment as specified by such order, then
upon notice of such default, the department shall
forthwith suspend the license, registration or non-
resident’soperating privilege ofthejudgment debtor
until such judgment is satisfied, as provided in this

chapter.
llUloiy™"L uch{W | 193 M U R ch 68106

324.151 Moto- vehicle liability polidev, re-
quired provisions.—

, 1) A motor vehicle liability policy to be procfof
financial responsibility under K 324,031(1), shall be

to owners or operators under the following
provisions:

(@ An owner’s liability Insurance policy shall
designed by explicit description or by appropriate
reference all motor vehicles with respect to which
coverage is ther'oy granted and shall insure the
owner named therein and any other person as opera-
tor using such motor vehicle or motor vehicles with
the express or implied permission of such owner,
against loss from the liability imposed by law for
damage arising out of the ownership, maintenance,
or use ofsuch motor vehicle or motor vehicles, with-
in the United States or the Dominioi of Canada,

until it sSAirnishtd as proofoffinancial responsibil-
ity foe'the Mure pursuant to s. 324.031, and then
only (Vora arid alter the date said policy i3 so.fUr-
nished. e

Hic-osy, — LcK £9963.1955; 4. £(. ch. 57-1;, 1.th. 63-W9;». I, ch. T1-313.
NoU”J/Zormw «, 324 10.

324.i-Si  Proof of financial responsibility;
surety bond or deposit.—The certificate of the de-
partment. ofa deposit may be obtained by depositing
with it $25,000 cash or securities such as may be
legally purchased by savings bunks or for trust
funds, of a market value of$25,000 and which depos-
it shall be held by the department to satisfy, in ac-
cordance with the provisions of this chapter, any
execution on ajudgment issued against such person
making the deposit, for damages because of bodily
injury to or death of any person or i jr damages be-
cause of injury to or destruction of Property result-
ing from tho use or operation of any motor vehicle
occurring after such deposit was made. Money or
securities sc df.pgsitcd shall not be subject to attach-
ment or pxecurion unless such attachment or execu-

tion shall arise out ofa suit for damages os aforesaid.

lHUtory— 4. 1. ch 29963. 1953, u. 13. 33. th. 69-106.
! Formtr ». 324.11.

324.171 Self-insurer.—Any person may qualify
a- n self-insure- by obtaining a certificate of self-
insurance from ne department which may, in its
discretion, upo . application ofsuch a person, issue
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said certificate of self-insurance, when it is satisfied
that such person is possessed of a net unencumbered
capital of at least $40,000. The department may re-
quire annual reports from any self-insurer which
reports must continue to show at least $40,000 unen-
cumbered net worth. Whenever the department
finds that any self-insurer does not possess S40.000
ofunencumbered net worth it shall revoke the certif-
icate of self-insurance.

Hlitory— *. X eh.299*1 195S; u. IX S ch. 63.106.
NoCo~Formtr k 324.12.

324.181 Cancellation of liability policies;
Elan for apportionment of certain applicants.—

o motor vehicle liability policy which isobtained to
efFect the return ofany operator's license or registra-
tion shall be canceled by an insurer issuing the same
unless 10 days’ notice of such cancellation shall be
given to the department on a form prescribed by it
and to the insured, except that when evidence has
been furnished of the holding of a motor vehicle lia-
bility policy, and subsequently evidence is furnished
of the holding of such a policy subsequently pro-
cured, the later policy shall, on the date evidence is
furnished, terminate the policy as towhich evidence
was previously furnished with respect to any vehicle

designated in both policies.

X ch.299«x 19M;i. X ch. » U is. th. 63-106;». IX ch.

. T7-463. :
NoU-—Formtr k 324.13. *
- Wee «j'ler » *
324.191 Consent to cancellation; direction

return money or securities;—The department
shall consent to the cancellation ofany bond or cer-
tificate of insurance furnished as proof of financial

' responsibility pursuant to s. 324.031, or the depart-
mentshall return to the person entitled thereto cash
or securities deposited as proofof financial responsi-
bility pursuant to s. 324.031:

(1) Uponsubsti ution and acceptance ofother ad-
equate proofof financial responsibility pursuant to
this chapter, or

(2) In the event of the death of the person on
whose behalf the proofwas filed, or the permanent
incapacity o fsuch person to operate a motor vehicle,
or

(3) In the event the person who has given proof
of financial responsibility surrenders hislicense and
all registrations to the department; providing, how-
ever, that no notice of court action has been filed
with the department, a judgment in which would
result in claim on such proofoffinancial responsibil-

ity.

*This section shall not apply to security as specified

in s. 324.061 deposited pursuant to s. 324.051t2Xa)6.

Hlitory.—* X ch. 29963. 1933; u. IX 33, ch. 69 106; L 7. ch. 77-118.
Not*.—Former %

324.201
department.—Any person whose license or regis-
tration shall have reen suspended as herein provid-
ed, or whose policv.o£jnsurance or bond, when re-
quired under this chapter, shall have been canceled
or terminated, or wHtfshall neglect to furnish other
proof upon the request of the department shall im-
mediately return his license and registrations to the
department. It shall be unlawful for any person

FINANCIAL RESPONSIBILITY
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whose license has been suspended to operate any
motor vehicle or for any person whose registrations
have been sdspended  obtain another motor vehi-
cle for the purpose of cu 'umventing this chapter. If
any person shall fail to return to the department the
license or registrations as provided herein, the de-
partment shall issue a complaint toa court o fcompe-
tent jurisdiction which shall issue a warrant charg-
ing such person with a misdemeanor of the second
degree, punishable as provided in s. 775.082 or s.
775.083. Such person shall surrender to the court his
driver's license, registration and plates for delivery
to the department. For the service and execution of
such warrant the sheriffshall receive the arrest and

other fees authorized by law.

Htitorr—c. 1. ch. 29963, 1938;i. 7.ch. 37-U7; a. IX 3X ch. 63-106;« 220.
ch. 71-136; ». 96. ch. 7X333.

NoU”Foracr ». 324.16. .
cE—i. 30X31 ShwUb* he*. 7 [o%

Y f x

324.2J.1 Sale by owner during suspension;'
rights of conditional vendors, mortgagees and
lessors.—

(IXa) If an owner’s registration has been sus-
pended hereunder, it shall be unlawful for him to
transfer such registration or to have registered in
any other name the motor vehicle in respect of
which such registration was issued until the depart-
ment is satii' t'd that such transfer o'fregistration is
proposed in good faith and not.for the purpose or

towith the effect ofdefeating the purpose of this chap-

ter; provided, however, that any owner within the
purview of this section, may file an application for
permission to transfer such registration, which ap-
plication, shall be accompanied by. an affidavit of
good faith showing that such transferis not with the
intent of defeating the purpose of this chapter.'.'The
department, within 10 days subsequent to suspen-
sion of the owner’s registration, upon request shall
furnish proper application and affidavit forms to
each such owner along with the notice ofsuspension,
and the owner shall have 16 days from receipt there-
ofto file such application, which application shall Lie
either approved or rejected by the department with-
in 30 days from the f ung thereof.

(b) In addition to tlle penalties otherwise provid-
ed for violation of this section the department may
suspend the registration of anv vehicle transferred
contrary to the provisions of this section.

(2 Nothing in this section or elsewhere in this
chapter contained shall affect the rights of any con-
ditional vendor, chattel mortgagee or lessor or any
successor in interest ofa motor vehicle registered in
the name o.'another as owner who becomes subject
to the provisions of this section; and in the event of
the repossession or foreclosure of a motor vehicle by
such conditional vendor, chattel mortgagee, or les-
sor, or any successor in interest, pursuant to the
exercise of rights to such repossession under the
terms of the lien instrument or contract involved, by
operation of luw or through legal proceed:ngs. the
lienholder or lessor repossessor shall have the right
to have delivered to it the registration plates which

shall have been surrendered.

Hlnory.—». I.rh. 2996X 1933; «. 8,ch. J7.UT; u. iX 18. eh. 63-108;«. 7.ch.
71-33
Former t. 3/1.tS
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Itlcs.---

son who violates any of the provisions of this act or
ated hereunder shall bo guilty of & felony of tho
nlshable as provided In s. 775.06?, s. 775.083, or s.

rcon who Interferes with., hinders, or opposes any
or member of the dopartmor.t in the dlschargo of his
Itls act shall be gquill.y of a felony of the third

le as provided In s. 773.082, s. 775.083, or s.

rson who fails to comply with a lawful order Issued
act within the time fixed by the department or the
r review uridur s. 290.151, whichevar Is longor, .'shall
clony of the third degree, punishable as provided In
75.083, or s. 775.08d.

rablllty.— n

visions of this act are scvorablo, and If any part of
ted Invalid or unconstitutional, such declaration
the part which remains.

is cumulative and Is intended to supplement existing

t shall no construed to repeal any existing law,
acted for tho protection of public health and safety
un of those ucctlons Included In this act.

1
Section 290.32, Florida Statutes, Is amonded to read!

da - .rtlclpatlon.—

ard--member-from-Fierfdo-ohall-be-fche-ehotrmon-of-the
nad-Space-Council— when— approved— by— the— Severnor s
Governor shall appoint tho board mcmbor from Florida,
u Governor may designate another person as his daputy

pplcmontary agreement onterod into undor s. 290.31(6)
pondlture of funds shall not bocome effcctivo as to
e required funds are appropriated by tho Legislature.

partmunt, agendas and officers of this stato and Its
authorized to cooperate with tho board in the
any of Its actlvitla3 pursuant to tho compact,
3f.or.cd activities have boon mado known to, and havo
, r.lthor tho Governor or tho Depertmont of Health and
urvilcos Commerce.

Sections 290.01, 29C.02, 290.03, 290.04, 290.051,
290.071, 290.08, 290.09, 290,10, 290.11, 290.12,
290.15, 290.16, 290.17, 290.18, and 290.19, Florida
rehy rupoaled.

This act shall take offcct July 1, 1978,

1040
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CHAPTER 78-373 LAWS OF FLORIDA CHAPTER 70-373
Approved by the Covernor June 20, 1978.

Filed in Office Secretary of Stato June 21,

CHAPTER 78-374

v h Committee Substitute for Senate Bill No. 1308
"V .

IAN ACT relating to motor vehicle Insurance! amending s.
/ 627.727(7), Florida Statutes! providing that uninsured
J 'm motorist coverage shall ivot Include damages for pain
and suffering except for specified injuries or death;
‘amending s. 627.732(1), Florida Statutes; providing
doflnltlons of "motor vehicle", "private passenger
motor . vehicle", and "commercial motor vehicle";
amending s. 627.736(1), Florida Statutes; providing for
AN $10,000 In personal Injury protection coverage;

DRI amending s. 627,737(2), Florida Statutes; providing for

mental -.'anguish, and ~Inconven!cnco in tort actions
> arlniny out of use of: a motor vohlcle; amending s,
627,7372(1), Florida Statutes; providing for the
= T, yvadmission Into avld'encoiln certain actions tho amount
[\ of all collateral sources:' paid or payable to the
* ®claimant, and prohibiting an award of damages which are
otherwise paid or payable; amending s. 627.739(1),
Florida Statutes, relating to porsonal Irjury
. 'U. protection to revise amounts of doductlblesi creating
u&fe Sy, * @27.7405, Fdaridaa Stabwbes; providing personal
\ J injury protection baneflts for the Insured, certain
relatives, operators, and passengers or a commercial
motor vehicle or other Florida residents struck by a
commercial motor vehicle In Florida; repealing s.
627.735(2), Florida Statutes, relating to tho
compliance of motor vohlclo liability Insurance
policies with financial responsibility or compulsory
insurance laws oil other status; providing for review by
the Department of Insuranco of tho ratos of all
licensed motor vehicle Insurers; providing for Issuance
of ordors by the Dopartment of Insurance to roquiro now
rate acheduloa whore existing ratos are unfairly
discriminatory; creating s. 627.343, Florida Statutes;
requiring the Department of Insuranco to promulgate a
uniform statewide reporting system to classify risks
for the purpose of evaluating motor vohlclo Insurance
rates, pramlums, competition, and availability;
requiring Insurers to file annual statements with tho
dopartmo.nt; providing that tho department may rcqulro
- Insurers "o report certain loos and expenso experience;
repealing s. 627.342, Florida Statutoo, which provides
for annual risk classification reporting by Insurors;
; u providing an effective date.

u e "
Be It Enaotod by the Legislature of tha Stato of Floridai

X limitations on rights to damages for pain, suffering,
$

*
<

—

Section 1. Subsection (7). of section 627.727, Florida Statutes,
la amandad to rcadi
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taws OF FLOIUDA
627.72" Automoblle liability Insurance; uninsured vehicle
ecoverage; Insolvent Insurer protection.—
(7) The legal liability of an uninsured notariat coverage Ins
shall not Include damages in tort for pain, suffering,."mental
anguish, and inconvenience unless the injury or disease Is described

in one or more of paragraphs (a) through (d) e«£m of s. 62?.7%7(2). .

n Section 2. Subsection (1) of section 627.732, Floritla Statutes,
M ~ Is amended to read: A
N
627.732 Definitions.--As used In ss. 627.730-627.7411
o N * ° - -

(1) 'Motor vehicle'
ey'Mvehiele-nofc-vaed-aa-a-pubiic-iivery— conveyance— for— passengers— end
Vi<i“includes— any— other— four-wheel— motor— vehieie— uaed— as— a-ufcfifty
J' "eufcomobiie-and-a-piektip-or-panel-trueh-whieh-ia-nofc-uoed-primarily-fn
<Jy”~be— oeebpofefonr— professfony— or— bbsfneoa-of-fche-fnaHredT any self-
LI Y\KPropelled vehicle which Is of a type both designed and requlred.to be
* VV.llcon~scd (or use on the highways of this state and any trailer or
semi-traller~designed for use with auch vehicle, oxcept mopeds, as

<

de7ined In s. X16.003(2), and Includes; q]

(a) A "private' passenger motor vehicle* which Is any motor
vehicle which Is a sedan, station wagonor jeep typo vehicle not used
at any time as a public or livery conveyance for passengers and, if
not wused primarily for occupational, professional or business

ﬁgllr G§§§é 3 meter VeMitVe ot ™ pickup,' pandi. van, camper or mor5?

i-ar - .
is any motor vehicle which

(b) A ’commercial motor vehicle*
Is not a private passenger motor vehicle.

which

jt
The term motor vehicle,” however, doe3 not Include any solf-propelled
vehicle with less than four wheels or a mobile home.

“ 1t

(1) of section 627.736, Florida‘ Statutes,

_ Section 3. Subsection
is amended to read:
iv LT
.627.736 Required personal Injury protection benefits; exclusions;
priority.—

(1) REQUIRED DENEFITS.— Every Insurance policy complying with the

security requirements of s. 627.733 shall provide peisonal Injury
protection providing for payment of all reasonable expenses incurred
for necessary medical, surgical, X-ray, dental, and rehabilitative
services, Including prosthotlc devices; necessary ambulance,
hospital, and nursing scrvilcas; and funeral and disability benefits
to the named insured, relatives roslding In the samo household,

persongera in such motor
vehicle and suffering
all

persons operating tho Insured motor vohiclo,
vohlcle, and other person”™ struck by such motoi
bodily Injury while not an occupant of a solf-propelled vohlcle,
as specifically providod In subsection (2) and paragraph (4)(d), to a
limit of S10,000 $5/000 for loss sustained by any such person as a
result oil bodily Injury, sickness, disease, or death ".rising out of
the ownership, maintenance, or uso of a motor vohiclo as follows:

.~Section 4 Subsection (2) of section 627.737, Florida Statutes,

Is amended to road:

i’/

means a-sedanT-atotton-wagon7-or-jeep-type

niA:-:ir.n

CHAPTER, 78-374 LAWS OF FLORIDA

627.737 Tort exemption; limitation on right to damages; punl
damages.—

(2) In any action of tort brought against tho owner, reglati
operator, or occupant of a motor vehicle with respect to n
security has been provided as required by ss. 627.730-627.74:
against any person or organization legally responsible for his
or omissions, a plaintiff may recover damages In tort for |
suffering, montal anguish, and inconvenience because of Kk
Injury, sickness, or disease arising out of the owner:
maintenance, oporatlon, or use of such motor vehicle only In

event that the injury or disease consists in whole or In part of

' m-faf— boaa-of-a-body-memberr

JaJd”~bf ' Significant and permanent loss of an Important e b
function.

(b H cj- Permanent Injury within a reasonable degree of ne
probability, other than scarring or disfigurement.

jcWi) Significant and permanent scarring or disfigurement.
| 7eJ— A-aerf8fjB7-nonpermenent-4njury-wbfeh-hoe-a-maeertal-degr

(ISj bearing-on-the-iAjured-peraon-"-ebiiity-fco-reaume-hie-normoi-aet

end— lifestyle— during— oll-or-aubafeanfciaiiy-aU-of-fche-98-day-p

| ofter-the-oeeurrence-of-the-4njury7-ond— the— effeets— of— which
‘'modioaily-or-ooientiffeeliy-dem onatrable-et-the-end-of-odiih-peri

n

Death.

S.
la amended to read:

(dHfj

Subsection (1) of section 627.7372, Florida St'.t

Section

627.7372 Collateral sources of indemnity.—

, (1) In any action for porsonal Injury or wrongful death ar
out of the ownership, operation, wuso or maintenance of a
vehicle, the court shall admit into evidcnco the total amount O

sources whieh-hevo-been paid to tho claimant, and
courc shall Instruct the jury to deduct from its verdict tho val
all benefits received by the claimant from any collateral s
prior— to— the-commencemenfc-o£-the-trial. The-eourt-ohali-oieo-

into-evidenee— any— amount— paid— by— the— claimAnt— to— seeure-

collateral

eollotarol-eoureoT
6.
is amended to

, 627.739
deductibles;
tc prevent
or benefits for senior
Insurance or benaflts,
benefits doacribed In s.
modified forms of personal
section. Such election may bo made by tho named
the named insured alone, or to the named Insured and dop<
relatives residing In the samo houGohold. Any person electing
modified covorage, or subject to such modified coverage as a 1
of tho named insured's dloctlon, shall haw no right to claim i

Subsection (1) of section 627.739, Plorlc’a Stat

Soctlon
read:

optional Umitat
work.— In

Por.~nal Injury protection;
optional methods of payment for repair
duplication with other private or governmental Insi
citizens and others with access to

each Insurer providing tho coversc
627.736(1) shall offer ro the namea In:
Injury protection as described i
insured to appl
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recover any amount no deducted from any owner, registrant, oporatoc,
or occupant of a vehicle or any person or organisation legally
responsible for any such person's acts or omissions who Is made

exempt from tort liability by ss, 627.730-627,741, * Premium
reductions for each modification or combination of modifications
shall be adequate to recognize the reduction In hazard and shall bo
subject to the approval of the Dopartmont of Znsuranco.
i, mVi'V * X e .
(1) Insurers shall offer to each applicant and to each/

pollcyholdar, upon the ronewal of an existing policy, deductibles, 1n]
amounts of 5250, 5500, 51,000, 52,000, S3,000, and 54,000, 56,000 and)
58,000, said amot.nt to he deducted from the benefits otherwise due
each person suoject to the deduction, and shall explain to each’
applicant or pollcyholdar that If they have coverage under private or?
governmental disability plans, they may avail themselves ofi
deductibles or other modifications as provided in subsections
(2), and (3).

Florida Statutes, .is created, to

y,>A1 3 = = ’ -

Section 7. Section 627.7405,

readt n

627,7405
ss. 627,730-627.741, any Insuror providing porsonal Injury protection
benefits on a private passenger motor vehicle shall have, to tho
extent of any personal Injury protection benefits paid to any person
as a benefit arising outof such private passanger motor vehicle
Insurance, a right of reimbursement against tho owner or the Insurer
of the owner of a commercial motor vehicle, If the benefits paid
roault'from such poroon naving boon an occupant of thecommercial
motor vehicle or having been struck by tho commercial motor vehicle
while not an occupant of any self-propelled vehicle.

Section 8. Within 30 days after January 1, 1980, the Department
of Insurance shall commence a review of tho rates of all licensed
motor vehicle Insurors in offect at the time. If, after the review,
the department finds on a preliminary baslu that the rate may be
excesslvo, Inadequate, or unfairly discriminatory, tho department

shall so notify the Insurer. Upon being jo notified, tho insurer
shall within 60 days flic Vith the department all Information which
the insurer believes provos the reasonableness, adequacy, and

fairness of the rate. In such Instances, the Insuror shall carry the
burden of proof. In the-event tho department finds that a rate |Is
excesslvo, Inadequate, or unfairly discriminatory, the department may
order that a now rate schedule bo thereafter filed by the Insurer and
further specifying the manner In which noncompllanco shall be
corrected.

Section 9. Suction 627.343, Florida Statutes, la created to readi

627.343 Uniform risk' classification roporting system for motor
vehicle insurance.—

(1) The department shall establish and promulgate a uniform

statewide reporting system to cla&alfy risks for the purpose of
evaluating rates and premiums and for the purpose of evaluating
competition and the availability of motor vehicle Insurance in the
voluntary market. Tho system shall dlvido risks Into classifications
Lascd upon variations In hazards or expense of claims. The
classification system may Includa any difference among risks that can
bo demonstrated to have a probable effect upon lossos or exponscs,
but In no event shall tho system adopted by tho dopartmont

o

(1.4 <

Subrogation.— Notwlthotnnding any. othor provisions of

discriminate among risks based upon race, creed, color, or natiorl
origin. Theclassification syfctem shall divide the 6tate Ird
geographical areas based upon hazards or exponses of claims.

(2) Each Insurer srall annually file with the department!

statement reflecting the total number of persons Insured by t]
insurer within each classification by covorage, tho premium volume

each classification by coverage, the paid and roserved 1losij|
Incurred in each . classification by coverage, the number
cancellations or nontenewals by tho insurer during the period and il
nurabi." of new insureds during the period. This statement shall

filed annually on a date determined by the department and shall co*|
a l-yoar period.

(3) The department may promulgate rules to require each insuil
to report its loss and oxponso oxporlcnco by classification, in mj]
detail and as often as may be necessary to aid tho department
determining the reasonableness of rates, tho wvalidity of Ic]

projections and tho validity of tho risk clnsslflcatlon system.

Section 627.342, Florida Statutes, as created
Florldn, Ilu hurohy roponlud.

Soctlon 10.
chapter 77-460, lLaw of

Section 11. Subsection (2) of section 627.735, Florida Statutc]|
Is hereby repealed.

Section 12. This act shall take offect on January 1, 1979, <
shall apply to all accidents occurring on or after the effcctl]
date.

Approved by the Governor Juno 20, 1978.

Filedin Office Secretary of State June 21, 1978.

CHAPTER 78-375
Senate Bill No. 1357

AN ACT relating to tho Department of Commorcc; amending ss,
208.03(21)—23) and 288.34(1)(k) and (1), Florida
Statutos; providing for certain guidelines concerning
per diom, travol, operational and promotional
advancements and reimbursements) adding a subsection to
s. 288.35, Florida Statutes, providing a definition;
providing an offoctlve date.

Bo It Enacted by tho Legislature of the State of Florida)

Section 1. Subsections (21), (22)’, and (23) of section 288.i|
Florida Statutes, era amended to read:

288.03 Powors and duties of division.— Tho general purposes
the Division of Economic Dovolc*ment of the Department of Commeil
shall 'be to guide,.stimulate, and promote tho coordinated, efflcleil
and boneflcial development of the otato and its roolons, countlil
and municipalities In accordance with presont and future needs ;I
resources and the requirements of tho prosperity, convenient!
comfort, hoalth, safety, and general welfare of the people of |
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AN ACT relating to motor vehicle insurance; providing defini-
tions; requiring security by motor vehicle owners; requiring-
motor vehicle no-fault reparation insurance and liability in-
surance up to certain limits and iimiting tort liability; provid-
ing penalties for failure to show proof of security; providing
personal injury protection benefits; providing for priority of
payment of benefits; providing for tort exemptions and limita-
tion on damages; providing no-fault property protection;
providing for certain deductibles; providing for subrogation;
providing that the department shall adopt rules and regula-
tions necessary to implement this act; providing rights of res-
idents; providing that insurers file proposed manual, rules,
rates and rating plaii3 with the department for approval;
providing that insurers shall make certain rate reductions;
providing for severability; providing an effective date.

Be It Enacted by the Lcrjhlaturc of the State of Florida:

Section 1. Short title.—This act may be cited and known as
the “Florida automobile reparations reform act."

Section 2. Purpose.—The purpose of this act is to require
medical, surgical, funeral and disability insurance benefits to be
provided without regard to fault under motor vehicle policies
that provide bodily injury and property damage liability insur-
ance, or other security, for motor vehicles registered in this
itate, and with respect to motor vehicle accidents, a limitation on
the right to claim damages for pain, suffering, mental an-
guish and inconvenience.

Section 3. Definitions.—As used in this act:

(1> “Motor vehicle" means a sedan, station wagon or jeep
type vehicle not used as a public livery conveyance for passen-
scrs, and includes any other four-wheel motor vehicle used as a
Uviiity automobile and a pickup or panel truck which is not used

Prirgarily in the occupation, profession or business of the in-
ured.
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CHAPTER 71-252 LAWS OF FLORIDA

(2) "Owner" means a person who holds the legal title to a
motor vehicle, or in the event a motor vehicle is the subject of a
security agreement or lease with option to purchase with the
debtor or lessee having the right to possession, then the debtor
or lessee shall be deemed the owner for the purposes of this act.

(3) "Named insured” means a person, usually the owner of a
vehicle, identified in a policy by name as the insured under
the policy. \%

(4) "Relative residing in the same household” means a rela-
tive of any degree by blood or by marriage, who usually makes
his home in the same family unit, whether or not temporarily

. living elsewhere.
| w . AN c
Section 4. Required security.—

(1) Every owner or registrant of a motor vehicle required to
be registered and licensed in this state shall maintain securi-
ty as required by subsection (3) of this section in effect continu-
ously throughout the registration or licensing period. * oy *

(2) Every nonresident owner or registrant of a motor vehicle
which, whether operated or not, has been physically present ;
within this state for more than ninety (00) days during’ the™
preceding three hundred sixty-five (3G5) days, Bhall thereafter'
maintain security as defined by subsection (3) of this section in
effect continuously throughout the period such motor vehicle re-
mains within this state.

(3) Such security shall be provided by one of the following
methods:

(a) Security by insurance may be provided with respect to
such motor vehicle by an insurance policy delivered or issued for
delivery in this state by an authorized or eligible insurer art
otherwise defined in this code, which qualifies as evidence of
automobile or motor vehicle liability insurance under chapter
324, Florida Statutes, "the financial responsibility law”, except
as modified to provide the benefits and exemptions contained in
this act. Any such policy of liability insurance covering motor
vehicles registered or licensed in this state and any policy of
insurance represented or sold as providing the security required
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LAWS OF FLORIDA chapter 71-252

hereunder for registered and licensed motor vehicles under this
act shall be deemed to provide insurance for the payment of such
benefits; or

(b) Security may be provided with respect to any motor ve-
hicle by any other method approved by the department of insur-
ance as affording security equivalent to that afforded by a policy
of insurance, provided such security is continuously main-
tained throughout the motor vehicle's registration or licensing
period. The person filing such security shall have all of the
obligations and rights of an insurer under this act

(4) An owner of a motor vehicle with respect to which secu-
rity is required by this act who fails to have such security in
effect at the time of an accident shall have no immunity from
tort liability, and be personally liable for the payment of benefit»
under Section 7. With respect to such benefits, such an owner
shall have all of the rights and obligations of an insurer
under this act.

1 Jok “ - -

Section 5. Proof

ties.—

(1) The provisions

pertain to the method of giving and maintaining proof of finan-
cial responsibility, and which govern and define a motor vehicle
liability policy, shall apply to filing and maintaining proof of
security or financial .esponsibility required by this act. It is
intended that the provisions of chapter 324, Florida Statutes,
relating to proof of financial responsibility required of each oper-
ator and each owner of any motor vehicle, shall continue in full
force and effect.

(2) Any person who gives information required in a report
or otherwise as provided for in this act, knowing or having rea-
son to believe that such information is false, or who shall forge,
or, without authority, sign any evidence of proof of security, or
who files or offers for filing any such evidence of proof, knowing
or having reason to believe that it is forged or signed with-
out authority, shall, upon conviction, be punished by fine not to
exceed one thousand dollars (51,0000 or imprisonment not to
exceed one (1) year, or by both such fine and imprisonment.

1357
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CHAPTER "1-252 LAWS OF FLORIDA

<3) This act does not apply to any motor vehicle owned by
the state or by a political subdivision of the state, nor to any
motor vehicle owned by the federal government

Section 5A. Subsection (2) of section 5 of this act is created
to read:

Section 5. Proof of security; security requirements; penal-
ties.— [ ! |

(2) Any person who gives information required in a report
or otherwise as provided for in this act, knowing or having rea-
son to believe that such information is false or who shall forge,
or, without authority, sign any evidence of proof of security, or
who files or offers for filing any such evidence of proof, knowing
or having reason to believe that it is forged or signed with-
out authority, shall be guilty of a misdemeanor of the first de
gree, punishable as provided in sections 775.082 or 775.033.

Section 5B. In the event CS for HB 935, introduced in the
1971 regular session of the legislature is enacted into law, sub-
section (2) of section 5 of this act will stand repealed and be
omitted from the Florida Statutes. In the event CS for HB 935 is
not enacted into law, section 5A of this act will stand re-
pealed and be omitted from tho Florida StaWces.

- Section 6. Operation of a motor vehicle illegal without securi-
ty; penalties.—

e (1) Any owner or registrant of a motor vehicle with respect
to which security is required under subsection (1) or (2) of
section 4 who operates such motor vehicle or permits it to be
operated in this state without having in full force and effect
security complying with the terms of said subsection (1) or (2)
of section 4 shull have his operator’s license and registration
revoked.

(2) Any motor vehicle liability insurance policy which pro-
vides security required pursuant to subsection (3) of section 4
shall also be deemed to comply with the applicable limits of
liability required under the financial responsibility or compulsory
laws of ar.y other state.

Section 7. Required personal injury protection benefits; ex-
clusions ; priority.—
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(1) Every* insurance policy complying with the security re-

quirements of section 4 shall provide personal injury protection
providing for'payment of all reasonable expenses incurred for
necessary medical, surgical, x-ray, dental and rehabilitative serv-
ices, including prosthetic devices, necessary ambulance, ‘hospital,
nursing services, funeral and disability benefits to the named
insured, relatives residing in the same household, persons oper-
ating the insured motor vehicle, passengers in such motor vehicle
and other persons str: *k by such motor vehicle and suffering
bodily injury while not an occupant of a motor’vehicle'.or
motorcycle, all as specifically provided in subsection (2) and
paragraph (d) of subsection (4) of this section, to a limit of five
thousand dollars ($5,000) for loss sustained by any such per-
son as a result of bodily injury, sickness, disease or death arising
out of the ownership, maintenance or use of a motor vehicle
as follows: ' e

(a) Medical benefits: all reasonable expenses for necessary
medical, surgical, x-ray, dental and rehabilitative, services, in-
eluding prosthetic devices, necessary ambulate*, hospital and
nursing services. Such benefits shall include also, necessary re-
medial treatment andservice3 recognized and permitted under
the laws of the state for an injured person .who relies upon spir-
itual means through prayer alone for healing in accordance with
his religious beliefs. .

I

(b) Disability benefits: one hundred percent (100%) of any
loss of gross income and loss of earning capacity per individual,
unless such benefits are deemed not incluc’able in gross income
for federal income tux purposes, in which event such benefits
shall be limited to eighty-five percent (85%), from inability to
work proximately caused by the injury sustained by the injured
person, plus all expanses reasonably incurred in obtaining from
others ordinary ana necessary services in lieu of those that, but
for the injury, the injured person would have performed without
income for the benefit of his household. All disability benefits
payable under this provision shall he paid not less than every
two weeks. .-

(c) Funeral, burial or cremation benefits: funeral, burial or
cremation expenses in an amount not to exceed one. thousand
dollars ($1,000) per individual.

rA\> X



chapter 71-252 LAWS OF FLORIDA

(2) Any insurer may exclude benefits:

(@) For injury sustained by the named insured and relatives
residing in the same household while occupying another motor ve-
hicle owned by the named insured and not insured under the
policy, or for injury sustained by any person operating the in-
sured motor vehicle without the express or implied consent of
the insured.

(b) To any injured person, if such person’s conduct con-
tributed to his injury under any of the following circumstances;

1. Causing injury to himself intentionally;

Convicted of driving while under the influence of alcohol
or narcotic drugs to the extent that his driving faculties are
impaired;

3. While committing a felony.
(3) Insurer’s rights of reimbursement and indemnity:

(a) No subtraction from personal protection insurance bene-
fits will be made because of the value of a claim in tort based on
the same bodily injury, hut after recovery is realized upon such a
tort claim, a-subtraction will be made to the extent of the
recovery, exclusive of reasonable attorneys’ fees and other rea-
sonable expenses incurred in effecting the recovery, but only to
the extent that tho injured person has x*ecovercd said benefits
from the tortfeasor or his insurer or insurers. If personal protec-
tion insurance benefits have already been received, the claimant
shall repay to the insurer or insurers out of the recovery a sam
equal to the benefits received, but not more than the recovery
exclusive of reasonable attorneys’ fees and other reasonable ex-
penses incurred in effecting the recovery, but only to the extent
that the injured person has recovered said benefits from the
tortfeasor or his insurers or insurer. The insurer or insurers
shall have a lien on the recovery to this extent. No recovery by
an injured person or his estate for loss suffered by him will be
subtracted in calculating benefits due a dependent after the
death, and no recovery by a dependent for loss suffered by
the dependent after the death will be subtracted in calculating
benefits due the injured person except as provided in para-
graph (c) of subsection (1) of section 7.
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(b) The insurer shall be entitled to reimbursement of any
payments made under the provisions of subsection (3) of thi3
section based upon such equitable distribution of the amount
recovered as the court may determine less the pro rat.', share
of all court costs expended by the plaintiff in the prosecution of
the suit to recover such amount against a third-party tort feasor,
including a reasonable attorney’s fee for the plaintiff’3 attor-
ney. The proration of the reimbursement shall be made by the
judge of a trial court handling the suit to recover damages in
the third-party action against the tort feasor upon application
therefor and notice to the carrier.

(c) Indemnity from one paying in tort without regard for
rights of.insurer having reimbursement interest.—A personal
protection insurer with a right of reimbursement under this
section, if suffering loss from inability to collect such reim-
bursement out of a payment received by a claimant upon a tort
claim is entitled to indemnity from one who, with notice of the
insurer’s interest, made such a payment to the claimant without
making the claimant and the insv rer joint payees as their inter-
ests may appear, or without obtaining the insurer’'s consent to
a different method of payment.

(d) In the event nn injured party or his legal representative
is entitled to bring suit against a third party tort feasor under
the provisions of section 8, and fails to bring such suit against
such third party tort feasor within one year after the last j ay-
ment of any benefits under subsection (1) of section 7, the in-
surer of such injured party, upon giving thirty (30) days written
notice to such injured party, shall have the right to bring suit
against such third party, in its own name or in the name of
the injured person or his legal representative, to recover the
amount of the benefits paid pursuant to the provisions of sec-
tion 7 of this act to or for the benefit of such injured person;
provided, however, that the prosecution or settlement of suclf
suit without the consent of the injured person or his legal rep-
resentative shall be without prejudice to such person.

(4) Benefits due from an insurer under this act shall
primary, except.that benefits received under any workmen’s
compensation law shall be drcdited against the benefits provided
by subsection (1) of section 7, and be due and payable as loss
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accrues, upon receipt of reasonable proof of such loss and the
amount of expenses and loss incurred which are covered by the
policy issued under this act.

(@) An insurer may require written notice to be given as
soon as practicable after an accident involving a motor vehicle
with respect to which the policy affords the security required by
this act

(b) Personal injury protection insurance benefits shall be .
overdue if not paid within thirty (30) days after the insurer is
furnished written notice of the fact of a covered loss and of the
.amount of same. If such written notice is not fu\-nished to the
insurer as to the entire claim, .any partial amount supported by
written notice is overdue if not paid within thirty (30) days
after such written ntoice is furnished to the insurer. Any part o:
all of the remainder of the claim that is subsequently sup-
ported by written notice i3 overdue if not paid within thirty (SO)
days after such-written notice is furnished ic the insurer;
provided, however, that any payment shall not bo c'eemed over-
due where the insurer has reasonable proof to establish that the
insurer is not responsible for the payment, notwithstanding that
written notice has been furnished to the insurer. For the purpose
of calculating the extent to which any benefits are overdue,
epayment shall be treated as being made on the date a draft or
ether valid instrument which is couivalent to payment was
placed in the United States mail in a properly addressed, post-
paid envelope, or, if not so posted, on the date of delivery.

(c) All overdue payments shall bear simple interest at tho
r,jta of ten percent (10fo) per annum.

(d) The insurer of the owner of a motor vehicle shall pay
personal injury protection benefits for:

1. Accidental bodily injury sustained in this state by the own-
er while occupying a motor vehicle, or while nolan occupant of a
motor vehicle or motorcycle if the injury is cause,i by physi-
cal contact with a motor vehicle.

2. Accidental bodily injury sustained outside this state but
within the United States of America, its territories or posses-

sions or Canada by the owner while occupying the owner’s motor
vehicle.
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3. Accidental bodily injury sustained by a relative of the
owner residing in the same household, under the circumstances
described in subparagraph 1 or 2 of thi3 paragraph (d), provided
the relative at the time of the accident is domiciled in the
owner's household and is not himself the owner of a motor ve-
hicle with respect to which securitv is required under thi3 act.

4. Accidental bodily injury sustained in this state by any
other person while occupying the owner's motor vehicle or, if a
resident of this state, while not an occupant of a motor vehicle or
motorcycle, if the injury is caused by physical contact with
such motor vehicle, provided the injured person is not himself:

a. The owner of a motor vehicle with respect to which securi-
ty is required under thi3 act, or

b. Entitled to personal injury benefits from the insurer of
the owner of such a motor vehicle.

(e) If two or more insurers are liable to pay personal inju
protection benefits for the same injury to any one person the
maximum payable shall be as specified,in subsection (1) of sec-
tion 7, and any insurer paying the benefits shall be entitled to
recover from each of the other insurers an equitable pro rata
share of the benefits paid and expenses incurred in processing
the claim.

(5) Charges for treatment of injured persons.—Any physi-
cian, hospital, clinic, or other person or institution lawfully ren-
dering treatment to an injured person for a bodiiy injury covered
by personal injury protection insurance may charge only a rea-
sonable amount for tho products, services, and accommodations
rendered. In no event, however, may such a charge bo in excess
of the amount the person or institution customarily charges for
like products, services, and accommodations in cases involving no
insurance.

(G) Discovery of facts about an injured person; disputes.—

(a) Every employer shall, if a request is made by au insurer

providing personal injury protection benefits under this act
against whom a claim has been made, furnish forthwith, in
a form approved by the department of insurance, a sworn

13G?
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statement of the earnings since the time of the bodily injury and
for a reasonable period before the injury, of the person upon
whose injury the claim is based.

(b) Every physician, hospital, clinic, or other medical institu-
tion providing, before or after bodily injury upon which a claim
for personal injury protsction insurance benefits is based, any
products, services, or accommodations in relation to that or any
other injury, or in relation to a condition claimed to be connected
with that or any other injury, shall, if requested to do so by
the insurer against whom the claim has been made, furnish forth-
.with a written report of the history, condition, treatment, and
dates and costs of such treatment of the injured person, and
produce forthwith and permit the inspection and copying of his
or il3 records regarding such history, condition, treatment, and
dates and costs of treatment. The person requesting such records
shall pay all reasonable costs connected therewith.

(c) In the event of any dispute regarding an insurer's right
to discovery of facts about an injured person’s earnings or about
his history, condition, treatment, and dates and costa of such
treatment, the insurer may petition a court of competent juris-
diction to enter an order permitting such discovery. The order
may be made only on motion for good cause shown and upon
notice to all persons having an interest, and it shall specify the
time, place, manner, conditions, and scope of the discovery. Such
court may, in order to protect against annoyance, embarrass-
ment, or oppression, as justice requires, enter an order refusing
discovery or specifying conditions of discovery and may order
payments of costs and expenses of the proceeding, including rea-
sonable fees for the appearance of attorneys at the proceedings,
as justice requires.

(c) The injured person shall be furnished upon demand a
copy of all information obtained by the insurer under the provi-
sions of this section, and shall pay a reasonable charge, if re-
quired by the insurer.

(7) Mcntal and physical examination of injured person; rc-
ports.-

(@) Whenever the mental or physical condition of an injured
person covered by personal injury protection is material to any
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claim that has been or may be made for past or future personal
injury protection insurance benefits, such person shall, upon re-
quest of an insurer, submit to mental or physical examination by
a physician or physicians. The costs of any examinations re-
guested by an insurer shall be bome entirely by the insurer.
Such examination shall be conducted within the city of residence
of the insured. If there is no qualified physician to conduct the
examination within the city of residence of the insured, then
such examination shall be conducted in an area of the closest
proximity to the insured’s residence. Personal protection insurers
are authorized to include reasonable provisions in personal
injury protection insurance policies for mental and physical ex-
amination of those claiming personal injury protection insurance
benefits.

(b) If requested by the person examined, a party causing an
examination to be made shall deliver to him a copy of every
written report concerning the examination rendered by an ex-
amining physician, at least one of which reports must set out his
findings and conclusions in detail. After such request and deliv-
ery, the party causing the examination to be made is entitled
upon request to receive from the person examined every written
report available to him (or his representative) concerning any
examination, previously or thereafter made, of the same mental
or physical condition. By requesting and obtaining a report of the
examination so ordered or by Liking the deposition of the
examiner, the person examined waives any privilege he may
have, in relation to the claim for benefits, regarding tlie testimo-
ny of every other person who has examined or may thereafter
examine him in respect of the same mental or physical condition.

(8) With respect to any dispute under the provisions of
this act between the insured and tho insurer, the provisions of
section G27.0127, Florida Statutes, shall apply.

Section 8. Tort exemption; limitation on right to damages.—

(1) Every owner, registrant, operator or occupant of a motor
vehicle with respect to which security has been provided as
required by this '.ct, and every person .or organization, legally
responsible for his acts or omissions, is hereby exempted from
tort liability for damages because of bodily injury, sickness or
disease arising out of the ownership, operation, maintenance or
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use of such motor vehicle in this state to the extent that the
benefits described in subsection (1) of section 7 are payable for
such injury, or would be payable but for any exclusion or deduct-
ible authorized by this act, under any insurance policy or other
method of security complying with the requirements of section 4,
or by an owner personally liable under section 4 for the pay-
ment of such benefits, unless a person is entitled to maintain an
action for pain, suffering, mental anguish and inconvenience for
such injury under the provisions of subsection (2) of this sec-
tion.

(2) In any action of tort brought against the owner, regis

trant, operator or occupant of a motor vehicle with respect to
which security has been provided as required by this act, or
against any person or organization legally responsible for his
acts or omissions, a plaintiff may recover damages in tort for
pain, suffering, mental anguish and inconvenience because of
bodily injury, sickness or disease arising out of the ownership,
maintenance, operation or use of such motor vehicle only in the
event that the benefits which are payable for such injury under
paragraph (a) of subsection (1) of section 7 or which would be
payable but for any exclusion or deductible authorized by this
act exceed one thousand dollars ($1,000), or the injury or dis-
ease consists in whole or in part of permanent disfigurement, a
fracture to a weight-bearing bone, a compound, comminuted, dis-
placed or compressed fracture, loss of a body member, perma-
nent injury- within reasonable medical probability, permanent
loss of a bodily function, or death. Any person who is entitled to
receive free medical and surgical benefits shall be deemed in
compliance with the requirements of this subsection upon a
showing that the medical treatment received has an equivalent
value of at least one thousand dollars ($1,000). Any person re-
ceiving ordinary and necessary services normally performed by a
nurse from a relative or a member of his household shall be
entitled to include the reasonable value of such services in meet-
ing the requirements of this subsection.

Section 9. (1) The owner of a motor vehicle as defined in
section 3 is not required to maintain security with respect to
pi-operty damage to his motor vehicle, but may elect to purchase
either full or basic coverage for accidental property damage to
his motor vehicle.
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(2) Every insurer providing security under this act shall of-
fer the owner either full or basic coverage for accidental proper-
ty damage to the insured motor vehicle as follows;

(a) Full coverage shall provide insurance without regard to
fault for accidents occurring within the United States of Ameri-
ca, its territories or possessions or Canada.

(b) Basic coverage shall be limited to insurance against dam-
age caused by the fault of another resulting from contact be-

tween the insured vehicle and a vehicle with respect to which
security is required under this act.

(3) The insurer may include within the terms and conditions
applicable to full or basic coverage such other provisions as it
customarily applies to collision coverage for private passenger

automobiles in other states, including deductibles without limita-
tion.

(4) Every owner, registrant, operator or occupant of a motor .
vehicle with respect to which security has been provided as
required by this act, and every other person or organization
legally responsible for the acts or omissions of such an owner,
registrant, operator or occupant, is. hereby exempted from tort
liability for damages because of accidental property damage to
motor vehicles arising out of the ownership, operation, mainte-
nance or use of such motor vehicle in this state, provided that a
person shall not be exempt from such liability if he was op-
erating the motor vehicle without the express or implied con-
sent of its owner or an insured under the owner’s policy or if hi3
willful and wanton misconduct wa3 the proximate cause of the
accident. This exemption applies only with respect to property
damage to motor vehicles subject to this act but shall not be
applicable as to a motor vehicle damaging a parked vehicle.

(5) Notwithstanding paragraph (4) above, an owner who has
elected not to purchase insurance with respect to property
damage to his motor vehicle may maintain an action of tort
therefor against the owner, registrant, operator or occupant of a
motor vehicle causing such damage if such damage exceeds five
hundred and fifty dollars ($550), and the insurer of an owner
who has elected to purchase full or basic collision coverage for
his .motor vehicle shall have the right, if the damage to such

13G7
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motor vehicle exceeds the above amount, to recover the amount
of the benefits it has paid and, ip behalf of its insured, any
deductible amount from the insurer of the owner, registrant,
operator or occupant of a motor vehicle causing such damage.
The issues of liability in such a case and the amount of
recovery shall be decided on the basis of tort law, and shall be
determined by agreement between the insurers involved, or if
they fail to agree by arbitration.

Section 10. Each insurer providing cecurity as required by
this act to any owner shall, at the election of the owner, issue a
policy endorsement, approved as to content by the department of
insurance and subject to such other reasonable regulations
regarding said endorsement as the department may make after
appropriate hearing, which endorsement shall provide that there
shall be deducted from personal protection benefits that would
otherwise be or become due to the policyholder alone or to the
policyholder and relatives residing in his household, an amount of
either two hundred and fifty dollars (S2J0), five hundred
dollars ($500) or one thousand dolh.a ($1,000), again as the
policyholder elects, said amount to be deducted from the amounts
otherwise due each person subject to the deduction. Any per-
son electing such an endorsement or subject to such an endorse-
ment as a result of the policyholder’s election shall have no right
to claim or to'recover any amount so deducted from any
owner, registrant, operator or occupant of a motor vehicle or any
person or organization legally responsible for any such per-
son's acts or omissions who is made exempt from tort liability by
this act.

Section 11. Notwithstanding any other provision of this act,
the rights of residents of this state to claim damages in tort
shall not be diminished when such residents are involved in mo-
tor vehicle accidents with persons not required to provide securi-
ty under this act.

Section 12. Implementation of this act.—

(1) The department of insurance shall adopt rules and regu-
lations necessary to implement the provisions of this act.

(2) Notwithstanding any other provision of law, all insurers
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issuing insurance coverage under this act shall comply with the
following provisions:

(a) Within sixty (60) days after the effective date of this
act, each insurer shall file its proposed manual, rules, rates and
rating plans with the department for approval. Rates for re-
quired financial responsibility coverage after the effective date
of sections 1 through 11 of this act shall be reduced by each
insurer by not less than fifteen percent (15%), calculated as a
percentage of the combined required financial responsibility rate
of such insurer in effect on June 7, 1971, or of the combined
required financial responsibility rate of such insurer approved by
the commissioner and in effect at the time of the filing of the
new rates required herein. There shall be no exception to the
requirements of this provision, unless the department shall find
that the use of the rates required herein by any insurer will
result in rates which are inadequate under Section 627.082, Flori-
da Statutes, to the extent that such rates jeopardize the solven-
cy, as defined in section 631.011, Florida Statutes, of the insurer
required to use such rates. Notwithstanding the provisions of
Chapter 71-3(B), Laws 197.1, no rate for the insurance required
by this act shall be increased prior to January 1, 1973, unless the
insurer proposing such rate increase shall show that the rates
required herein are inadequate as defined in Section 627.082,
Florida Statues. %

(b) Within sixty (60) days from the date of filing by such
insurer, the denartment may approve or disapprove the filing. If
no action is taken by the department within sixty (60) days, the
filing shall be deemed approved.

(c) If the department approves the filing or the filing other-
wise becomes effective, the manual, rules, rates and rating plans
shall take effect upon the effective date of sections 1 through 11
of this act. If the department disapproves the filing, the
insurer shall revert to a rate F.vel for required coverage which
shall be lower, by not less than fifteen percent (15%), than the
combined premiums for required financial responsibility coverage
at the time such proposed new rates were filed.

(d) Upon, complying with this subsection, any insurer ap-
pealing an order of disapproval may use the rates set forth in
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the disapproved filing during the pendency of the appeal, so long
as such rates do not exceed its rates for required financial
responsibility coverage at the time of its rate filing required
herein. As a condition to the use of such disapproved rates, the
insurer must enter into a legally binding agreement with the
department to secure the repayment to the insurer’'s policyhold-
ers of the difference between the insurer’s proposed rate and
that rate which would be lower, by not less than fifteen percent
(15%), than the combined premiums for required financial re-
sponsibility coverage at the time such proposed new rates were
filed. In addition to the repayment of the difference in premium,
the company shall agree to pay to the insured the legal rate of
interest on any money refunded. *

(e) Any private passenger automobile liability policy in force
on January 1> 1972 and thereafter, shall reflect by endorse-
ment any reduction in rates for the required coverage under this
act as filed by the insurer and such reduction shall be com-
puted on a prorata basis for the remaining term of said policy.
Such endorsement may be issued at the renewal date of the
policy or the termination of the policy. Any return premium shall
be credited to the renewal policy or if the policy is terminated
the return premium shall be refunded to the insured.

(f) For the purposes of the implementation of this act, rat-
ing organizations as defined in chapter G27 shall be permitted
until January 1, 1973, to develop and furnish rates and forms to
their members or subscribers. Provided, however*, that mem-
bers and subscribers of rating organizations shall not participate
in the decisions or deliberations of such organizations in the
development of such rates under this act.

Section 13. If any provision of this act, or the application
tKrcof to any person or circumstances is held invalid, such in-
..'hdity shad not affect other provisions or applications of this
act which can be given effect without the invalid provision or
application. To this end the provisions of this act arc declared
to be severable.

‘ocetion 14. This act shall become effective July 1, 1971;
provided, however the provisions of sections 1 through 11 of this
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act shall not become effective until January 1, 1972, and shall
not apply to accidents or injuries occurring before said
date.

Became a law without the Governor's approval.

Filed in Office Secretary of State June 24,1971.

CHAPTER 71-253
Senate Bill No. 297

AN ACT relating to community colleges; requiring that teaching
faculty members teach not less than fifteen (15) classroom
contact hours per week; providing exemptions; providing an
effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Each full-time member of the teaching faculty at
any institution under the supervision of the division of communi-
ty colleges of the department of education who is paid wholly
from funds appropriated from the minimum foundation fund
shall teach a minimum of fifteen (15) classroom contact hours
per week at such institution provided, however, that the required
classroom contact hours per week nay be reduced upor. ap-
proval of the president of the institution in direct proportion to
specific duties and responsibilities assigned the faculty membrr
by his departmental chairman or other appropriate college ad-
ministrator, such specific duties to include specific research du-
ties, or specific duties associated with developing television,
video tape, or other specifically assigned innovative teaching
techniques or devices, or assigned responsibility for off-campus
student internship or work study programs. A classroom con-
tact hour consists of a regularly scheduled one (1) hour peri-
od of classroom activity in a course of instruction which has been
approved by the board of trustees of the community college.
Any full-time faculty member who is paid partly from minimum
foundation funds and partly from other funds or appropriations
shall teach a minimum number of classroom contact hours per
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“"ALASKA STATE LEGISLATURE
™TOUSE OF REPRESENTATIVE
RESEARCH AGENCY 4

Pouch Y, State Capitol
Junrau, Alaska 99811
(907) 465-3991

March 2R, 1983

MEMORANDUM

TO: Representative 0Ooe Hayes
Attention: Jeff Day

FROM: David Teal
Research Staff

RE: Automobile Liability Insurance
Research Request Number 83-128

Jeff Day, of your staff, asked for information relating to automobile
liability insurance. More specifically, he requested the latest esti-
mates of the proportion of uninsured motorists in Alaska, the number of
vehicles registered in the state, the number of licensed drivers, and
the amount of property damage and personal injury caused by uninsured
motorists.

Insured vs. Uninsured Motorists

As you may know, automobile [liability 1insurance policies generally
cover some persons not named on the policies; as far as the insurance
provider 1is concerned, the unit of exposure 1is the vehicle, not the
policy-holder or the number of potential operators. This factor makes
determining the number of uninsured drivers very difficult and is the
reason that data are usually presented in terms of uninsured vehicles
rather than uninsured persons.

The Division of Insurance p Mred statistics on the number of uninsured
vehicles in Alaska, but in .ed several caveats in the analysis. (See
Attachment A.) That study used information from several sources and
produced two estimates of the number of wuninsured vehicles during
several years. The estimates are so dissimilar that one must question
their value. For example, the estimate of uninsured vehicles in 3980
was AO.5 percent by one method and 11.0 percent by the other method.

A third method, which was used by the Division of Drivers®™ Services in
the Department of Public Safety, is likely to pijvide a much better
estimate of the proportion of motorists 1in Alaska that are uninsured.”®
Tlie division reviewed records of accidents that occured during January
of 1981 and found that 21 percent of motor!_.As involved in accidents
were uninsured. A repeat of the study in January of 1982 showed that
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20 percent of motorists were uninsured. Applying the 20 percent figure
to tHe Vehicle registration statistics presented later in this memoran-
dum produces an estimate of about 100,000 uninsured vehicles in the
state. Figures for 1983 have not been compiled.

Liabijity Limits

Jeff Day noted that liability limits of $100,000 per person (to a maxi-
mum of $300,000 per accident) for bodily injury and $50,000 for property
damage--traditionally written as 100/300/50--are "standard™ and wondered
how many 1insured drivers currently carry less than this amount of
liability insurance. I was unable to find any written record of the
number of motorists that purchase more insurance than 1is required by-
law, but it 1is worth noting that Alaska currently requires 25/50/10
and that Hawaii 1is the only state with higher limits than Alaska.
(See Attachment R.)

The only way to determine the number of policies written for [limits
higher than the minimum is to contact the individual 1insurance com-
panies. A reasonable estimate could be obtained by contacting State
Farm, Allstate, Criterion, and United Services. Together, these compa-
nies 1insure about 70 percent of Alaska®s motorists.

I was able to contact Allstate and State Farm Insurance Companies, and
spokesmen for both said that their most common coverage is 100/300/50.
In this sense, the 100/300/50 policy 1is the industry standard. Ac-
cording to State Farm Insurance, the additional cost of 100/300/50
amounts to only about $20 per year more than the 25/50/10 coverage.
The company also pointed out that law suits now commonly exceed Alaska®s
current minimums.

Damage and Injury Caused joy Uninsured Motorists

There are no requirements that records on this subject be maintained.
Don Koch, of the Division of Insurance, stated that he wouldn®t even
be able to ™"guesstimate" because he felt that much of the damage is
unreported and/or uncompensated. A similar opinion was expressed by
representatives of the insurance industry.

As you may be aware, uninsureo motorist coverage is a mandatory offering
.in Alaska. This means that insurance companies must offer the coverage
and inform clients of its availability. There 1is no requirement that
the coverage be purchased.



According to Sharon Naus, of the Division of Drivers®™ Services in the
Department of Public Safety, there were 316,797 persons holding valid
Alaska drivers licenses on January 10, 1983. She also reported that
407,870 vehicles were registered in Alaska in calendar year 1982. The
following table shows the number of registered vehicles by vehicle

type.

Motor Vehicles Registered in Alaska
Calendar Year 1982

Vehicle Type Number
Passenger Auoinobiles 217,719
Motorcycles 14,504
Commercial Trailers 10,079
Utility Trailers 37,999
Commercial Trucks 19,361
Pick-ups 106,851
Buses 1,357
TOTAL 407,870

Source: Department of Public Safety 3/83

In addition to material obtained from the Division of Insurance, 1 am
attaching a recent House Research Agency memorandum on the subject of
compulsory insurance. If you have questions about information presented
in this memorandum and 1its attachments or have additional questions,
please call.

Attachments
A) Alaska Drivers: Insured vs. Uninsured (Division of Insurance,
undated)

B) Liability Limits (Division of Insurance, undated)
C) Research Request 83-48



TACHMENT A

ALASKA DRIVERS
Insured vs. Uninsured

The division®"s statistical needs respond to rate-making and solvency
issues. Nevertheless, it has made an attempt to obtain some feeling
as to what portion of the public may be uninsured. Unfortunately, a
number of caveats must be placed on this information. The sources
for the data used in the calculation come from several areas and in
each case, this data is untested and has been subject to some adjust-
ment or assumption which may cast suspicion on its accuracy.

You will note the substantial difference between the two charts. The
reason for this difference is attributed to the different interpreta-
tion of what constitutes a private passenger type risk. The caveats
following each chart detail the source of the numbers.

The data that follows is useful for "guesstimat.ing” the percentage
of insured motor vehicles in Alaska. It does not relate to insured
persons 1in Alaska. To our knowledge, there 1is currently no source
for arriving at a number of insured persons since a policy, when
written, covers some persons not named automatically.

The unit of exposure, as far as the insurer 1is concerned, is the
number of vehicles not the number of potential operators.



Chart 1. (From Divi ?;ion of Insurance 1982 Stat; Sitir.al Analysis)

€Y

Year
1975
1976
1977
1978

1979
1980

€y
)

®

*
®

@) ) ) (5)
Regi stered Insured % %
Autos Car Years Insured Uni nsured
199,536 117,355 58.8 41.2
221,386 120,964 54.6 45.4
226,389 121,635 53.7 46.3
232,425 123,581 53.2 46.8
229,403 132,391 57.7 42.3
230,040 . 136,895 59.5 40.5

This column is on a calendar basis.

The number of registered automobiles was obtained from t.,e
Division cf Planning and Research in the Department of
Transportation ard Public Facilities of the State of Alaska.
The number of au .0 registrations derives from the following
types of license plates:

- Regular

- Personalized

- Call Letter

- Other, including legislator, historic ve/iicle
- Pickups and vans

- Farm trucks

The numbers have been adjusted to remove duplicate registra-
tions. They to not include unregistered vehicles, nor is
there a method to arrive at a reasonable '"guesstimate"™ of
that number. Prior to 1977, pickups and vans were included
in the freight-light trucks classification. We have made

an adjustment to separate the_4iickups_and_vans from that-----
classificdLiun, baseo on cne relationship ouring 1977-79

of the pickups and vans classification to the freight-

light trucks classification. Official automobiles (State,
federal and municipal) are not included. Some fleets of
automobiles have been included but are not identifiable by
name or number. The chart relates only to private passenger
rogistrations and insurance.

These figures were obtained from the Automobile Insurance
Plans Service Office (AIPSO), a licensed rating organiza-
tion for this State. Included are voluntary and assigned
risk nonfleet private passenger vehicles insured. An
insured car year 1is one automobile insured for one year,
so that, 1if a car 1is insured for six months, that would be
1/2 car year.

= ® ;O

= 100% - (4)



Chart 2 (from AIPSO Ins. Facts, 1982)

Regi stered Insured % %
Year Autos* Car Years+ Insured Uninsured
1973 111 ,455 99,430 89.2 10.8
1974 135,902 99.430 70.2 29.8
1975 141,921 117,355 82.7 17.3
1976 154,093 120,964 78.5 21-5
1977 159,896 121,635 76.1 23.9
1978 162,578 123,619 82.2 17.8
1979 153,402 132,391 86.3 13.7
1980 153,774 136,895 89.0 11.0

Represents number of passenger car registrations based on data from
U.S. DOT, Federal Highway Administration, Highway Statistics Division,

Office of Highway Planning. (A) Includes all new and renewal pas-
senger car registrations. (B) Includes passenger car fleet vehicles,
taxi cabs, and miscellaneous private passenger-car type vehicles reg-
istered as passenger cars. (C) Includes passenger car registrations
made throughout the year, although vehicle may have ben registered
only a portion of the year. (D) Vehicles registered in one name and

later sold and registered in another name count as two registrations,
etc.

+ Represents 1/12 of the number of exposure months of liability insur-
ance on vehicles rated as private passenger nonfleet type risks.

(A) Includes many pickup trucks insured as passenger car type but

not so registered. (B) May include other vehicles insured as passenger
car risks, but registered as antiques, station wagons, vanity, press,
ham radio, etc. (C) Does not include motorcycles recreational vehicles,
nonowner risks, and cars rated in a fleet or self-insured.



In view of t:he interest being expressed by a number of

persons in reviewing the limits of liability required by the
Alaska Safety Responsibility Act (financial responsibility law)
the Division of Insurance has updated exhibits originally
prepared when the limits were last revised in 1975.

EXHIBIT A reflects the purchasing power or value of the dollar
based on the annual average value as measured by consumer prices
The base year utilized is 1959, the year of Alaska Statehood.
The indices used were developed by the U. S. Bureau of Labor
Statistics. Column (3) shows the limits of liability for bodily
injury applicable to the particular year. Column (5) does the
same for property damage. The figures for 1982 and 1983 are
projections and are not firm.

EXHIBIT B is the same concept as EXHIBIT A except it uses the
date of last change of limits as the base year and thus uses
a shorter span of years.

EXHIBIT C is an excerpt from the FC&S BULLETINS published by the
National Underwriter Company of Cincinnati, Ohio. It depicts the
current (as of January 1983) limit of liability for each state o
the United States and for each province in Canada.

March 1, 1983

Division of Insunnce
Department of Commerce & Economic Development
State of Alaska



.PURCHASING POWER OF FINANCIAL RESPONSIBILITY LAW LIMITS USING 1959
AS BASE YEAR

(statehood)

(1) (2)

Year

1959 1.000
1960 .984
1961 .975
1962 .964
1963 .953
1964 .940
1965 .924
1966 .899
1966 . 899
1967 .873
1968 . 838
1969 .796
1970 .751
1971 .720
1972 .69 8
1973 .657
1974 .587
1975 .542 .
1975 .542
1976 . 512
1977 .4 81
1978 447
1979 .402
1980 . 355
1981 . 325
1982est. . 310
1983est. . 295
Proposals

19 83est. . 295
1983est . 295

Prepared by:

Based on
Date:

Purchasing
Power indx

Alaska Division of

B.

3)
I . Limits
(000)

10720
10/20
10/20
10/20
10/20
10/20
10/20
10720
15/30
15/30
15/30
15/30
15/30
15/30
15/30
15/30
15/30
15/30
25/50
25/50
25/50
23/50
25/50
25/50
25/50
25/50
25/50

507100
1007200

(4)

Purchasing

Power of (3)

10000720000
9840719680
9750/19500
9640/19280
9530719060
9400/18800
9240/18480
8990/17980

13485726970

13095726190

12570/25140

11940/23880

11265/22530

10800721600

10470/20940
9855719710
8805717610
8130716260

13550727100

12800/25600

12025724050

11175/22350

10050720100
8875/17750
8125/16250
7750/15500
7375714750

14750/29500
29500/59000

Insurance

U.S. Bureau of Labor Statistics

March 1,

1983

5
P.D. Limit
(000)

agoaoaoaaoaaaaotoioo ool
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(6)

Purchasing

Power of

5000
4920
4875
4820
4765
4700
4620
4495
4495
4365
4x90
3980
3755
3600
3490
3285
2935
2710
5420
5120
4810
4470
4020
3550
3250
3100
2950

7375
7375

(5



PURCHASING POWER OF FINANCIAL RESPONSIBILITY LAW LIMITS USING 1975 (date
of last change in financial responsibility law limits) AS BASE YEAR

(1) (2) (3) (4) (5) (6)
Year Purchasing B.I. Limits Purchasing P.D. Limit Purchasing
Power Indx (000) Power of (3) (000). Power of (5)
1975 1.000 25/50 25000/50000 10 10000
1976 .945 25/50 23625/47250 10 9450
1977 .887 25/50 22175/44350 10 8870
1978 .824 25/50 20600741200 10 8240
1979 742 25/50 18550/37100 10 7420
1980 .654 25/50 16350/36700 10 6540
1981 .599 25/50 14975/29950 10 5990
1982est. .572 25/50 14300/28600 10 5720

Prepared by: Alaska Division of Insurance

Based on. U.S. Bureau of Labor Statistics
Date: March 1, 1983



Alaska jitate "GejtslatarB

Senate
Office of Ide President Pouch v
State Capitol
Official Buainesa Juneau. Alaaka 99811

MEMORANDUM

DATE: June 3, 1983

TO: Senator Dick Eliason
Chairperson, Senate Labor and Commerce Committee

FROM:  Senator Joy Kerttula
Senate President
RE: HB 7, requiring mandatory auto 1insurance.

The attached material was recently received in my office. I am
forwarding it to you for the perusal of you and your committee.

Attachment



May 26, 1983
> *031
Joe M Huddleston
509 West Third Avenue
Anchorage, Alaska 99501

The Honorable Jalmar M Kerttula
Pouch "V"
Juneau, Alaska 99811

Dear Jay: f

| would like to take this opportunity W —lirect to you ny
thoughts on pending legislation. House Bill No. 7 and Senate
Bill No. 223 is proposed legislation which requires compulsory
insurance in order to obtain a driver*s license or vehicle
tags. The idea of: compulsory insurance does have surface appeal,
but | believe that it does not stand close scrutiny. As you
know, | am an attorney practicing law in Anchorage. I am
significantly involved in insurance defense actions and | have
researched this subject at length.

As | mentioned above, the idea of compulsory insurance does
have a degree of surface appeal. However, our several sister
states have experimented with this type of legislation to their
prejudice. New York adopted a compulsory insurance law in 1956,
and a study undertaken by the University of Michigan in 1963
reported that the law was unenforced, unenforceable, and a
complete failure. A New York Daily News "study" reported that
the law had failed to achieve its aims and was, in fact,
counterproductive.

In the main our sister states have found that the compulsory
insurance laws (1) cannot be enforced; (2) are costly to
administer; and (3) increase insurance premiums for responsible
drivers.

Notwithstanding the above, ny three major reservations
concerning this legislation are that it will (1) significantly
increase the premium rates tor responsible policy holders; (2)
significantly increase the case loads at the Superior Court
level' and (3) engender disrespect for law.

A superficial review of this subject might suggest that the
respective insurance carriers would be in favor of this type of
legislation. What greater boon could one envision to the
insurance industry than legislation which mandates that everyone
must buy the?r product? However, the insurance industry has



The Honorable Jalmar Kerttula
May 26, 1983
Page 2

realized that compulsory insurance creates a bureaucracy in state
government and in private industry and, further, significantly
raises insurance premium, rates.

I would suggest to you that this Bill is simply a make work
project for attorneys. In the situation where an insured
motorist is involved in an accident with an uninsured motorist,
he has recourse to his uninsured motorist benefits. This is a
very common situation and in almost all of these situations no
lawsuit is filed. The insured motorist simply settles with his
own insurance carrier or, in a relatively few cases, the matter
is taken to arbitration. The overwhelming majority of this type
of case does not involve an attorney and is settled without
recourse to the court. The savings to the taxpayer are
i ncalculable.

The requirement that every driver obtain insurance will
negate the effect of the uninsured motorist benefits and result
in a proliferation of lawsuits rather than the insured simply
settling the casewith his own insurance company or demanding
arbitration. This will be an excellent benefit for attorneys but
will be a disservice to the citizens of the state of Alaska in
that it will increase insurance premiums, increase state and
private industry bureaucracy, increase the expense at the
Superior Court level and prevent the speedy resolution of claims
through the uninsured motorist provisions.

As | stated above, ny researchhas indicated that the system

of compulsory insurance is not effective inthat it is
unenforceable. The costs of enforcement through the Department
of Motor Vehicles is prohibitive. A California study revealed

that persons wereapplying for insurance, or actually obtaining
it, and then cancelling the insurance as soon as they obtained

their license. A Pennsylvania study reflected that the
Department of Motor Vehicles in that state was bogged downin a
bureaucratic morass. On average, forty thousand notices of
cancellation or lapses of payment were processed each month by
that department. The most recent information from New York

reflects that the costs of enforcement were in excess of seven
million dollars per year. South Carolina also spent in excess of
one million dollars to enforce its compulsory law inthe fiscal
year ending April 30, 1979. It is the experience of our system
of jurisprudence that laws that are unenforced or unenforceable
are a disservice to the legislature anda disservice to the
people of the state.

AN ALTERNATIVE SOLUTION

The concept that citizens of the state of Alaska should be
protected from physical and financial reverses of this type is



The Honorable Jalmar Kerttula
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Page 3

laudable and should be pursued. However, there is a much more
effective method of insuring that this type of physical and
financial protection is available. Many states, for instance
Oregon, require that each insurance policy contain uninsured
motorist benefits. Under this type of provision, when an insured

driver is involved in an accident with an uninsured motorist he
simply files a claim with his ownn insurance company rather than
dealing with the financially irresponsible individual that caused

the collision in the first place. Requiring uninsured motorist
coverage in every policy precludes the necessity of increasing
either government or private industry bureaucracy. Requiring
uninsured motorist provisions in every policy is easily
enforceable as the respective carriers would not be allowed to
sell insurance that did not include these benefits.
Additionally, uninsured motorist coverage is very inexpensive to
the policy holder. I would request that you review your own
insurance policy and compare the costs of wuninsured motorist
coverage with the <costs of general bodily injury liability

coverage. The (M coverage generally costs just a few dollars.

It is my firm belief that the passage of House Bill No. 7,

Senate Bill No. 223 will result in a morass of bureaucracy and
paperwork and significant expense to the citizens of the state of
Alaska. Additionally, compulsory insurance will significantly

raise the premium rates that each of us must pay for insurance.
Unfortunately, it is the experience of the citizens of the state
of Alaska that we are compelled to pay an inordinate price for
goods and services that are available in the Lower 48 on a less

expensive basis. 1 do not believe that this additional cost
should be passed along to the citizens of the state of Alaska. |
would appreciate your thoughts or comments on this. I wish to

thank you for your courtesy in this matter.
Sincerely yours,
Opt'7" e
> M Huddleston

>09 West Third Avenue
Anchorage, Alaska 99501

JMH/ph



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

I'ouch Y. Slate Capitol
Juneau, Alaska 99811
(907) 465-3991
March 28, 1983
MEMORANDUM

T0; Representative Joe Hayes
Attention: Jeff Day

FROM: David Teal
Research Staff

RE: Automobile Liability Insurance
Research Request Number 83-128

Jeff Day, of your staff, asked for information relating to automobile
liability insurance. More specifically, he requested the latest esti-
mates of the proportion of uninsured motorists 1in Alaska, the number of
vehicles registered in the state, the number of licensed drivers,
the amount of property damage and personal injury caused by uninsured

motorists.

Insured vs. Uninsured Motorists

As you may know, automobile liability insurance policies generally
cover some persons not named on the policies; as far as the 1insurance

provider is concerned, the unit of exposure 1is the vehicle,

policy-holder or the number of potential operators. This factor makes

determining the number of uninsured drivers very difficult and

reason that data are usually presented in terms of uninsured vehicles

rather than uninsured persons.

The Division of Insurance prepared statistics on the number of uninsured

vehicles in Alaska, but included several caveats in tho analysis.

Attachment A.) That study used information from several sources and

produced two estimates of the number of wuninsured vehicles

several years. The estimates are so dissimilar that one must question

their value. For example, the estimate of uninsured vehicles

was 40.5 percent by one method and 11.0 percent by the other method.

A third method, which was used by the Division of Drivers® Services
the Department of Puhlic Safety, 1is likely to provide a much hettc.
estimate of the proportion of motorists in Alaska that are uninsured.
The division reviewed records of accidents that occured during January
of 1981 and found that 21 percent of motorists involved in accidents
were uninsured. A repeat ot tlie study in January of 1982 showed that



Representative Hayes
March 28 1983
Page 2

2D percent of motorists were uninsured. Applying the 20 percent figure
To" the vehicle registration statistics presented later in this memoran-
dum produces an estimate of about 100,000 uninsured vehicles 1in the
state. Figures for 1983 have not been compiled.

Liabi lity Linit.s

Jeff Oay noted that liability limits of $100,000 per person (to a maxi-
mum of $300,000 per accident) for bodily injury and $50,000 for property
damage--traditionally written as 1(10/300/50—are "standard" and wondered
how many insured drivers currently carry less than this amount of
liability insurance. I was unable to find any written record of the
number of motorists that purchase more insurance than 1is required by
law, but it 1is worth noting that Alaska currently requires 25/50/10
and that Hawaii is the only state w ™h higher [limits than Alaska.
(See Attachment R.)

The only way to determine the number of policies written for limits
higher than the minimum 1is to contact the individual insurance com-
panies. A reasonable estimate could be obtained by contacting State
Farm, Allstate, Criterion, and United Services. Together, these compa-
nies insure about 70 percent of Alaska®"s motorists.

1 was able to contact Allstate and State Farm Insurance Companies, and
spokesmen for both said that their most r:mmon coverage is 100/300/50.
In this sense, the 100/300/50 policy is the industry standard. Ac-
cording to State Farm Insurance, the additional cost of 100/300/50
amounts to only about $20 per year more than the 25/50/10 coverage.
The company also pointed out that law suits now commonly exceed Alaska"s
current mini mums.

Damage_and Injury Caused by Uninsured Motorists

There are no requirements that records on this subject be maintained.
Don Koch, of the Oivision of Insurance, stated that he wouldn®t even
he able to "guesstimate™ because he felt that much of the damage is
unreported and/or uncompensated. A similar opinion wa., expressed by
representatives of the insurance industry.

As you may be aware, uninsured motorist coverage is a mandatory offering

ir Alaska. This means that insurance companies must offer the coverage

and inform clients of its availability. There 1is no requirement that
-ee—0"anp be purchased.



Representative Hayes
March 23. 1933
Page 3

According to Sharon Naus of the Division of Drivers®™ Services in the
Department of Puhlic Safety, there were 316,797 persons holding valid
Alaska drivers licenses on January ID, 19837 She also reported that
407,870 ve hi_cles were registered 1in Alaska in calendar year 1982. The
foilowfng taFTe" shows the number of registered vehicles by vehicle
type.

Motor Vehicles Registered in Alaska
Calender Year 1982

Vehicle Type Number
Passenger Auomobiles 217,719
Motorcycles 14,504
Commercial Trailers 10,079
Utili ty Trailers 37,999
Commercial Trucks 19,361
Pick-ups 106,851
Buses 1,357
TOTAL 407,870

Source: Department of Public Safety 3/83

* %

In addition to material obtained from the Division of Insurance, 1 am
attaching a recent House Research Agency memorandum on the subject of
compulsory insurance. IT you have questions about information presented

in this memorandum and 1its attachment:; or have additional questions,
please call.

Attachments
A) Alaska Drivers: Insured vs. Uninsured (Division of Insurance,
undated)

R) Liability Limits (Division of Insurance, undated)
C) Research Request 83-48



ALASKA DKiVLKS
Insured vs.. Uninsured

The division®s statistical needs respond to rate making and solvency
issues. Nevertheless, it has made an attempt to obtain some feeling
as to wnat portion of the public may be uninsured. Unfortunately, a
number of caveats must be placed on this information. The sources
for the data used in the calculation come from several areas and in
each case, this data is untested and has been subject to some adjust-
ment or assumotion which may cast suspicion on its accuracy.

You will note the substantial difference between the two charts. The
reason for this difference is attributed to the different interpreta-
tion of what constitutes a private passenger type risk. The caveats
following each chart detail the source of the numbers.

The data that follows is useful for "guesstimating” the percentage
of insured motor venicles in Alaska. It does mot relate to insured
persons in Alaska. To our knowledge, there 1is currently no source
for arriving at a number of insured persons since a policy, when
written, covers some persons not named automatically.

The unit of exposure, as far as the insurer is concerned, 1is the
number of vehicles not the number of potential operators.



Chart 1.  (From Divi sion of Insurance 1982 Statistical Analysis)

€Y

Year

1975
1976
1977
1978
1979
1980

@ (©)) (C)) (63
Regi stered Insured %

Autos Car Years Insured Uni nsured
199,536 117,355 58.8 41 .2
221,386 120,964 54.6 45.4
226,389 121,635 53.7 46.3
232,425 123,531 53.2 46.8
229,403 132,391 57.7 42 .3
230,040 136,895 59.5 40.5

(1) Thigj; column 1is on a calendar basis.

(2) The number of registered automobiles was obtained from the

®

®)

Division 0l Planning and Research in the Department of
Transportation and Public Facilities of the State of Alaska.
The number of auto registrations derives from the following
types of license plates:

- Regular

- Personalized

- Call Letter

- Other, 1including legislator, historic vehicle
- Pickups and vans

- Farm trucks

The numbers have been adjusted to remove duplicate registra-
tions. They to not include unregistered vehicles, nor 1is
there a method to arrive at a reasonable "guesstimate" of
that number. Prior to 1977, pickups and vans were included
in tie freight-light trucks classification. We have made
an_adjustment_.to..sepaj:ate,the..plckups. and .vans from that
i.LicflUun, cased-uiu-tne- relationship during <97-7-79 -—
of the pickups and vans classification to the freight-
light trucks classification. Official automobiles (State,
fedeial and municipal) are not included. Some fleets of
automobiles have been included but are not identifiable by
name or number. The chart relates only to private passenger
registrations ana insurance.

These figures were obtained from the Automobile Insurance
Plans Service Office (AIPSO), a licensed rating organiza-
tion for this State. Included are voluntary and assigned
risk nonfleet private passenger vehicles insured. An
insured car year is one automobile insured for one year,
so that, if a car is insured for six months, that would be
1/2 car year.

.100% - (4)



Cnart 2 (from AIPSO Ins. Facts, 1982)

Regi stered Insured % %
Year Autos* Car Years+ Insured Uni nsured
1973 111,455 99,430 89.2 10.8
1974 135,902 99.430 70.2 29.3
1975 141 ,981 117,355 82.7 17.3
1976 154,093 120,964 78.5 21 .5
1977 159,896 121 ,635 76.1 23.9
1978 162,578 123,619 82.2 17.8
1979 153,402 132, 391 86.3 13.7
1980 153,774 136,895 89.0 11.0

* Represents number of passenger car registrations based on data from
U.S. DOT, Federal Highway Administration, Highway Statistics Division,

Office of Highway Planning. (A) Includes all new and renev/al pas-
senger car registrations. (B) Includes passenger car fleet vehicles,
taxi cabs, and mi seellareous private passenger-car type vehicles reg-
istered as passenger cars. © Includes passenger car registrations
made throughout the year, although vehicle may have ben registered
only a portion of the year. (D) Vehicles registered in one name and

later sold and registered in another name count as two registrations,
etc.

+ Represents 1/12 of the number of exposure months of liability insur-
ance on vehicles rated as private passenger non fleet type risks.

(A) Includes many pickup trucks insured as passenger car type but

not so registered. (B) Ray include other vehicles insured as passenger
car risks, but registered as antiques, station wagons, vanity, press,
ham radio, etc. (C) Does not include motorcycles recreational vehicles,
nonowner risks, and cars rated in a fleet or self-insured.



ATTACHVENT 8

In view of the interest being expressed by a number of

persons in reviewing the limits of liability required by the
Alaska Safety Responsibility Act (financial responsibility lav;)
the Division, of Insurance has updated exhibits originally
prepared when the limits were last revised in 1975.

EXHIBIT A reflects the purchasing power or value of the dollar
based on the annual average value as measured by consumer prices
The base year utilized is 1959, the year of Alaska Statehood.
The indices used were developed by the U. S. Bureau of Labor
Statistics. Column (3) shows the limits of liability for bodily
injury applicable to the particular, year. Column (5) does the
same for property damage. The figures for 1982 and 1983 are
projections and are not firm.

EXHIBIT B is the same concept as EXHIBIT A except it uses the
date of last change of limits as the base year and thus uses
a shorter span of years.

EXHIBIT C is an excerpt from the FC&S BULLETINS published by the
National Underwriter Company of Cincinnati, Ohio. It depicts the
current (as of January 1983) limit of liability for each state o
the United States and for each province in Canada.

March 1, 1983

Division of Insurance
Department of Commerce & Economic Development
State of Alaska



PURCHASING POWER OF FINANCIAL

(statehood)

AS BASE YEAR

(1) (2)
Year Purchasing
Power indx

1959 1
1960
1961
1962
1963
1964
1965
1966
1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1975
1976
1977
1978
1979
1980
1981

198 2es t.
1983es t.

Proposals

1983est.
1983es t .

Prepared by:

Based on
Date:

.000
.984
975
.964
.953
.940
.924
. 899
. 899
.873
.838
. 796
. 751
.720
.698
.657
.587
.542
.542
512
481
447
.402
. 355
. 325
. 310
. 295

.295

295

Alaska Division of

B.

3
I. Limits
(000)

10/20
10/20
10/20
10/20
10/20
10/20
10/20
10/20
15/30
15/30
15730
15730
15/30
15/30
15730
15/30
15/30
15730
25/50
25/50
25/50
25/50
25/50
25/50
25/50
25/50
25/50

507100
1007200

(4)
Purchasing
Power of (3)

10000720000
9840/19680
9750/19500
9640719280
9530/19060
9400/1-8800
9240/18480
8990/17980

13485726970

13095726190

12570/25140

11940723880

11265722530

10800/21600

10470/20940
9855719710
8805717610
8130716260

13550/2710C

12800/25600

12025724050

11175/22350

10050720100
8875717750
8125716250
7750/15500

— 7-375/14750

14150729500
29500/59000

Insurance

u.S. Bureau of Labor Statistics

March

1,

1983

)
Limit
(000)

=
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PRER R =
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25
25

"FSPONSIBILITY LAW LIMITS USING 1959

(6)
Purchas
Power o

5000
4920
4875
4820
4765
4700
4620
4495
4495
4365
4190
3980
3755
3600
3490
3285
2935
2710
5420
5120
4810
4470
4020
3550
3250
3100
2950

7375
7375



PURCHASING POWER OF FINANCIAL RESPONSIB_ILITY LAW LI_MITS USING 1975 (date
of last change in financial responsibility law limits) AS BASE YEAR

(1) (2) (3) (4) (5) (6)

Year Purchasing B.l. Limits Purchasing P.D. Limit Purchasing
Power Indx (000) Power of (3) (000) Power of (5)
1975 1.000 25/50 25000/50000 10 10000
1976 .945 25/50 23625747250 10 9450
1977 .887 25/50 22175744350 10 8370
1978 .824 25/50 20600741200 10 8240
1979 . 742 25/50 18550/37100 10 7420
1980 .654 25/50 16350/36700 10 6540
1981 .599 25/50 14975/29950 10 5990
1982est. 572 25/50 14300/28600 10 5720

Prepared by: Alaska Division of Insurance

Based gn: U.S. Bureau of Labor Statistics
Date : March 1, 1983



Eighth Printing
January, 19HJ

TABLE OF LIMITS

I'inancial Responsibility and Compulsory Insurance Lazes

The table that follows displays the minimum financial responsibility and
compulsory Liability insurance limits for ail states, the District of Columbia,
and the Canadian provinces. (Limits are expressed in thousands.)

Alabama ..o $10/20/5 Xew Brunswick........... 100
Alaska .o, 25/50/10 Newfoundland ... ; 75
Alberta .o 100 Xew Hampshire .. 25/50/25
Arizona..... 15/50/10 Xew 1erscv ... . 15/30/5

Arkansas 25/50/15 Xew Mexico ... . 15/30/5
British Columbia ......... 100 Xew York e . 10/20/5-
California ....cccoeveveeenene 15/50/5 Northwest Territories 50
Colorado.....ceeveeveieennnns 15/50/5 Xorth Carolina ... .25/50/10

Connecticut  ....coevenne. 20/10/5 North Dakota ... .25/50/10
Delaware .....ccevveivennne 10/20,5 Nova Scotia....c... 100
District of Columbia. . 10/20/5 Ohio e, 12.5/25/7.5

Florida ..cccoeveiiiiicnns 10/20/5 Oklahoma ... .10/20/10
Georgia v 10/ 20/10 OoNntario ...cccevveevrennnn. 200
Hawaii 25/LTlimited/10 Oregon ..coveeveeeneene . 15/50/5
1daho . 10/20/5 Pennsylvania ........... . 15/30/5

HINOIS o, 15/50/10 Prince Edward Island 100
Indiana ... 15/50/10 Quebec e 50f
IOWA oo 20/40/1% Rhode Island ............ .25/50/10

Kansas ...oiiiiviinninns 25/50/10 Saskatchewan ... 100
Kentucky i 10./20/5 South Carolina ... . 15/30/5
Louisiana ..o 5/10/1 South Dakota ........... .15/30/10
Maine . 20/-40/10 TENNESSEE ..ocvvevrereerenens . 10/20/5
Manitoba ... 50 TEXAS  ovevererere s . 10/20/5
Maryland ..o 20/40/10 Utah e, .20/50/10«
Massachusetts ............. 10/20/5 Vermont ... .20/40/10
Michigan ... 20/40/10 Virginia i, .25/50/10
Minnesota...... 25/50/10 Washington ... .25/50/10
MiSSISSIPPI  coeereirieieine 10/20/5 West Virginia ....20/50/10
Missouri 25/50/10 W iSCONSIN  weovveeeeeeeene. .25/50/10
Montana 25/50/5 Wyoming .o . 10/20/5
Nebraska 15/50/10 YUKON e 75
Xevn»in e 15/50/10

*50/100 for wrongful death.

t Because Quebec has a complete no-fault system for bodily injury’. >he minimitr.i limit
applies o_gly to property damage within Quebec and combined bodily Injury and property dam-
age outside .

$Or, $30,000 combined single limit
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David ft*31
Research Staff

HE: Insurance Poo 1s
Research Request Number 83--18

You asked the House Research Agency to explore potential advantages of
providing insurance to a single pool versus competing pools. Although
other possibilities exist, the implication of a single pool 1is compul-
sory 1insurance underwritten by the government.l

In our conversation of March 2, you indicated an interest in applying
the single pool concept to automobile insurance in Alaska. According
to Don Koch, of the Division of Insurance in the Department of Commerce
and Economic Development, 32 states now have some type of compulsory
automobile insurance and 29 of those states adopted compulsory insurance
laws (primarily no-fault) within the past 12 years. However, Jerry
Sheehan, of the American Insurance Association, said these states re-
quire motorists tc obtain an 1insurance policy from the private sector;

no state acts as the underwriter (that is, the risk-taker) for automo-
bile insurance.”

Several Canadian provinces are much more involved 1in providing automo-

bile insurance. British Columbia, Manitoba, Saskatchewan and Quebec
all have government-run corporations that underwrite automobile 1insur-
ance. In my research of this topic, | spoke with Andy Neimers (Community

1 Other forms of single pool insurance include (1) contracting with
underwriters in the private sector for exclusive coverage of Alaska"s
population and (2) excluding private sector insurers from the market
without making government-provided coverage mandatory. Both  forms
would require strong government involvement.

2 Hawaii probably comes closest to providing 1insurance; tlie State
pays insurance premiums for motorists on welfare. Mote, however, that
tie underwriters are private sector 1insurance companies, not tho State.



He!.Hions Officer for the 1nsu Corporal ion of British Columbia)
and l.yon HolSon, who works for r.hc government i iSurance COporation in

'Task itohewan. They listed the following .r; some of the advantages of
the single pool concept.

Fhe pool made insurance more readily available to some sections

of the population. fine 'Vu.on 'or government involvement was
the alleged reluctance of private sector insurers to offer
insurance in remote areas. another allegation was that the
premiums charged to young drivers were out of proportion to the
risks.

Security is greater when al!®™ motorists are insured. Innocent
victims or accidents are assured of compensation for their
losses.

e Adniini strat ive costs of a single pool can be much lower than
for competing pools, such as those found in states that have
compulsory insurance laws which require purchase of insurance
from the private sector. This applies in particular to enforce-
ment. A single pool can process information faster and more
accurately than 1is 1likely to occur when 1information 1is not
centrally gathered and processed.

e Premiums are lower. The need for profit is eliminated when the
government acts as the underwriter.

Income can be invested within the province.

N— The.-pni-vate sector isnot excluded from the insurance business.
Policies are obtained from"™'(and commissions are paid to) private
insurance companies. In addition, private sector 1insurers can
write policies 1in excess of the required coverage. In fact,
very little <“Excess" insurance 1is purchased from private insur-
ers because they cannot compete with the government premium
structure. People can (and often do) purchase excess coverage
from the government.

Both Canadian sources said the single pool concept has some opposition,
but they said it tended to be phi losophical/political rather than being
aimed at the cost or efficiency of the programs. Note, however, that
British Columbia had a fixed premium structure that subsidi-nd drivers
with poor driving records when the program began in 1973. According to
Mr. Neimers, the program ran up a deficit of $180 million and required
a government bailout, lie said the new "bonus/malice"™ premium schedule
has reduced subsidies and claimed that the corporation now operates at
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4 D rivitm I<v*®1.  Saskatchewan continues to charge a single fee for
tin* minimum liability rover.ig**

IN* Ganad i,ifii tie insurance to vehicle r@§istralLion ; our two sources
fTeiidbomle=i oh it Alask,! adopt the same system 1if” the State adopts the
single poo! concept. They voiced concern that 1linking insurance to a
iieimix drive might result in people driving without a license,
fney noted that license plates are highly visible evidence of 1insurance
win!.* a driver"s license might he examined only after an accident.
Aithough the registration plates are .evidence of insurance and are
iiSocinted with the hull of premium payments, the Canadians also assoss
a fee for a driver"s license. The fee provides 1insurance coverage "or
aiito accident™ even 1iT the- holder 1is a pedestrian at the time of the
accident.

As mentioned earlier in this memorandom, none of the United States pro-
vides automobile 1insurance in the same way as the Canadian provinces.
However, several states--Nevada, North Dakota, Ohio, Washington, West
Virginia and Wyoming--apply the single pool rrncept to workers®™ compen-

sation 1insurance. I discussed the single \ jt concept with Jacqueline
HcClintock, director of the the Division of Workers® Compensation, and
with Don Koch. They countered many of the advantages listed earlier

in this menorar.Jum and noted several disadvantages to adopting the
single pool concept in Alaska. Their points are listed oelow.

There is no compelling actuarial reason to have a single risk
pool ; when combined with policy-holders Tn other stateTj the
competing pools are large enough to accurately project losses.

There 1is not significant problem with availability of automobile
insurance in rural Alaska.

m A government-run 1insurance- f "ogram 1is a heavy intrusion into
private industry. Increased government involvement would be
a reversal of the current trend; many jobs would be shi fted
from the private sector to the state payroTTT

Alaska®s new spending [limitation could affect the State"s
ability to fund the personnel reqginred to operate an insurance
program.

A government-run 1insurance progr.-m might have many hidden costs
such as legal fees absorbed by the Attorney General®s office.

The downward pressure which competition places on rates and the
inherent inefficiency of government may more than offset the
gains due to the elimination of profit.
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Compu Isory inswr.iuce 1is Co.: buc.urS*.* (1) tht* policy 1is un-
likely to have exclusions. 2' ’ruii! is elimtnited as a defense
if*the insurance CU"Tier r:\: Jn to court, and (Jj) insurance
coverage must be certified.

even compulsory iuser ino- no lively to provide K10X _coverage.

Although a State corporation might invest, more heavily in tlie
state than would a largo nationa® ~corporal ion, additional
investments may not he ail tyat iltractive ; some* analysts
claim that Alaska has Siirplu, 1] juidilv.

Other solutions may provide similar security at a lower cost and/or
with less disruption of the market and less impact on personal freedom.
Options include:

mandatory offering of underinsured as well as uninsured mo-

torist coverage, for personal property as well as for bodily
injury;

stronger financial responsibility laws, such as "habitual of-
fenders"” provisions or a fee assessed at the time an uninsured
(or unbonded) vehicle 1is registered and a fee if an uninsured
vehicle 1is involved in an accident; and

an "unsatisfied judgment fund" or similar program to compensate
innocent victims of automobile accidents.

As you are aware, 1insurance 1is a complex topic with few solutions that
solve all problems. The House Research Agency has performed research
on automobile insurance in the past and has a voluminous file on the
subject. Copies of released material are attached to this memorandum.
If you or your staff wish to examine our files or would Ulike us to
perform additional work, please contact us.

Attachments
Summary, Choice of a Regulatory Environment for Automobil> lInsurance,
SRl International , 1979

The Manitoba Auto Insurance_ Rian

Research Requests: W
81-16
81-32
81-173

<



RCUSE RESEARCH AGENCY
Pcuch Y - State Capitol
Juneau, Alaska 99811

465-3991
MEMORANDUM March 6, 1980
T0: Representative Sally Smith
FROM: Peter 3. rmehlich
RE: Uninsured Motorists and the Motor Vehicle Safety Responsibility

Act (AS 28.20) (Research Request No. 69)

You recently asked this agency to explore possible methods to "tighten
up" the Motor Vehicle Safety Responsibility Act (AS 28.20). In the
course of our research on the Act, we learned that the Senate Commerce
Committee has been studying the same issue. That committee has received
a report from Richard Blcck, former director of the Division of Insurance,
addressing amendments to the Act, as well as other approaches to the.
problem .of uninsured notcrists in Alaska. Senator Bradley has recently
introduced one bill as a result of Mr. Block"s report (S3 460 authorizing
municipalities to impose mandatory insurance). Another, which will

amend and tighten up the Motor Vehicle Safety Responsibility Act is
currently being drafted by the Legal Services Division of the Legislative
Affairs Agency for the committee.

In light of the existence of Mr. Block"s report and the legislation
which Senate Commerce Ccmictee intends to introduce amending the Act,
you have instructed us that completion of our research pursuant to your
request was not necessary. Nonetheless, we offer this memorandum as a
brief summary of our work thus far.

AAAAAXAAXAAA

The problem at hand is that over 501 of the registered private vehicles
in Alaska are completely uninsured. In 1978, according to Division of
Insurance statistics, the figure was 49.11. Although that year is the
most recent for which corn.lete data is available, tne trend has been an
increase in the figure each year.

Tlie answer to the problem is not at all simple, and many possibilities
have been suggested. Mandatory insurance appears to be the least popular
for several reasons. In the states which have tried it, enforcement and
administration has been an expensive burden and insurance rates have
often climbed faster than in states without mandatory insurance.
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"No fault™ insurance is perhaps a nore workable solution, but has not
been popular with insurance carriers, attorneys and others in Alaska
when it has been considered by the legislature in the past.

Amendment of the existing Motor Vehicle Safety Responsibility Act may be
the most feasible answer. This approach would take advantage of the

main body of an existing chapter of the Alaska Statutes. It would
therefore result in less disruption, adjustment and staff increase in

the existing bureaucracy which implements the Act. It would be simpler
both to legislate and to administer. Because fewer people would be

forced by law to buy insurance, individual freedom of choice would be
preserved to a greater degree. While all possible problems with uninsured
drivers would not be solved, significant improvement could result from
amending the Act.

The Motor Vehicle Safety Responsibility Act was enacted in 1959 during

the first legislative session after Statehood. The Act: deals with two
separate subjects: 1) the requirement of deposit of security by uninsured
motorists involved in an accident (AS 28.20.050-220); and 2) the require-"-
nent of proof of financial responsibility for the future by motorists
convicted of certain offenses or involved in an accident (AS 28.20.230-
600). Hie Act has been amended 13 times from 1964 through 1977. However,
none of these amendments vere really substantive. They merely made

minor changes such as raising dollar amounts (e.g., ch 202 SLA 1976 and

ch 144 SLA 1977), repealing some sections and subsections (e.g., 53 SLA
1973 and ch 135 SLA 1977), and substituting the Department of Public
Safety for the Department of Revenue in the administration of the Act
(e.g., ch 214 SLA 1976). Although the Alaska Supreme Court made several
specific suggestions for substantive amendments to the Act in Paulson

vs. National Indemnity Co. 498 P2 d731 (AK 1972), no remedial action was
taken by the legislature. The Act has been significantly interpreted in
one other Alaska Supreme Court case, Hart vs. National Indemnity Co.

422 P2 dl1015 (AX 1967). It has been cited or applied in at least 9

other cases, 1including three Alaska Supreme Court cases, two Federal
District Court cases, and four Alaska Superior Court cases.

Several amendments to the Act have been suggested either by others
contacted during our research or by the research itself. First, of
course, are the suggestions of the Alaska Supreme Court in the Paulson
decision 498 P2 d731 at 757. These suggestions are directed at tightening
the requirements of the second part of the Act for proof of financial
responsibility for the future by motorists involved in accidents. The
court suggested the repeal of language in AS 28.20.410 and 440 which

~allows a motorist to satisfy the act by insuring only one of several
vehicles he owns.
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Two amendments were suggested by Ken Moore, director of the Division of
Insurance in a January 24, 1980 letter to Senator Hackney. These amend-
ments would 1) prevent registration of a vehicle or renewal thereof by
anyone required* under the Act to file proof of responsibility for the
zuture who did not do so; and 2) make any falsification of such proof
punishable by a fine or jail sentence. The latter suggested amendment
appears to be covered by existing AS 28.20.570. The first suggestion,
essentially tightening the relationship between the Act and AS 28.10
(Vehicle Registration) appears to be necessary and desirable; however,
it would be susceptible to devious compliance by an individual who
obtains- an insurance policy, registers his car, and then cancels his
policy.

Another possible amendment to tighten the Act would be repealing AS
28.20.260(b) which exempts anyone involved in an accident who establishes
bis freedom from fault in court from the proof of financial responsibility
in the future requirement. The Department of Public Safety in 13 AAC 08.110
has implemented this section by providing that only those who "in the
department®s opinion" stand a "reasonable possibility" of being held

liable in court need provide the required proof. Eliminating the exemption
of AS 28.20.250(b) would force more people to prove financial responsibility
and save the department from making its finding as to reasonable possibility
of liability. However, it would also force innocent parties to accidents

to buy what would probably be high risk, high cost "SR 22" insurance.

One last amendment which has been suggested may be the most affective
measure. It is a suggestion which apparently arose from Mr. 3lock's
report to the Senate Commerce Committee and will be included in that
committee®s bill. This approach would follow the example of New Mexico
and enact a fairly stiff penalty (fine and/oi jail) for any uninsured
motorist who is involved in an accident in which he has any fault.

In conclusion, we should note that the whole area of automobile insurance
and solutions to the problem of uninsured motorists is very complex.,

and no perfect solutions seem to be available. If you have any father
questions or esire any additional background information on this matter,
please contact us.



HB7 - AUTO&OB[%E INSURANCE

The Senate Labor & Commerce Committee substitute
for HB7 would require companies who sell auto insurance to
offer insurance against both personal and property damage

caused by uninsured motorists. It 1is supported by the
Administration (DNV and Insurance) and by insurance
companies, agents and brokers. The Hayes bill, requiring

everyone in some communities to either buy 1insurance or
commit a crime, 1is opposed by those same people.

HERE®"S WHY
COST TO THE STATE:

Enforcement of similar laws 1in other states has
proven Vvery expensive. North Carolina and New York spent
millions trying to keep track of who was 1insured. North
Carolina has backed off their enforcement effort, and
attempts at a computer assisted enforcement system 1in New
York has been abandoned. DMV and Public Safety estimate
over one million dollars a year for a system that would not
try to go get uninsured driver®s plates.

COST TO THE DRIVER;

Aside from adminstrative hassles to all drivers, it
is 1inevitable that rates will rise, by more than would
otherwise be the case, for liability insurance. That is
because poor risks would be forced into the system, and
because people involved in small accidents would become much

more claim conscious. A sheet showing what happened in 6
"compulsory"™ states, compared to similar -states without
those laws, is attached. >

EFFECTIVENESS:

The Hayes approach will not solve the problem of
uninsured drivers. Experience in other states shows that a
large percentage of the real problem drivers; find ways to
avoid buying, or keeping, insurance... People who want to
protect themselves and their families ,end up buying
uninsured motorist coverage anyway - its cheap, and it does

solve the problem.
EXPERIENCE IN OTHER STATES:

Advocates of compulsory insurance say: "32 states
have passed 1it; why have they not repealed it?" The answer
is: 19 states passed, not compulsory liability insurance,
but no-fault. One state with a compulsory Jliability



insurance law, Florida, did repeal it. Several others,
including North Carolina, New York and Oregon, have either
backed off from expensive enforcement programs or have
enforced the law only minimally to begin with. It is hardly
a successful model to follow. We should expect that
independent minded Alaskans might be tougher than others to
force in»:0 buying a product they do not want.

THE IDEA OF EXEMPTING SMALL COMMUNITIES:

The most recent version of the Hayes bill would
exempt all but a dozen communities that are not on the main
(Southcentral and Railbelt) highways. Thus, someone who
lives in Minto will have to buy 1insurance or face criminal
sanctions, but someone who lives 1in Whittier will apparently
get none of the purported benefits of the bill (that s,
having others insured) even if he or she chooses to buy

liability insurance. That 1is unfair, 1illogical (there are
certainly accidents and 1injuries wherever there are toads
and cars) - and it is also in all likelihood

unconstitutional.

The Senate L + C version of the bill has none of
these problems. It allows those who want to, to protect
themselves, by buying insurance they would probably pay for
anyway if it were now available.

Michael Thomas
American Insurance Ass™n
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