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(3) lost household services provided by the injured 
party to the household, up to $12 a day for 260 weeks; 
and survivors’ benefits to replace lost income and 
household services. It did not provide for no-fault 
insurance benefits for property damage.

Under the Illinois no-fault law, insurers were 
exempted from paying any no-fault insurance benefits 
to insured and other individuals covered by the policy 
when, at the time of the accident, the beneficiary
(1) intentionally caused the injury; (2) was operating 
the automobile while under the influence of liquor or 
drugs; (3) was operating the automobile without a 
license or with a suspended license; (4) was operating 
the automobile in a race for a wager or bet; (5) was 
eluding arrest; (6) was operating or occupying a known 
stolen automobile; (7) was committing a felony; or
(8) was committing some other act, for which the 
director of the Department of Insurance had promulgated 
an exclusion.

The 1972 law did not prevent a person from bringing 
a tort action but did limit the amount recoverable for 
noneconomic loss to 50 percent of medical treatment 
expenses, up to $500, and the total amount of medical 
expenses over $500. It also provided for mandatory 
arbitration in actions in which the amount in contro­
versy did not exceed $3,000.

On April 17, 1972, less than 5 months after the 
no-fault law went into effect, the Illinois Supreme 
Court held it unconstitutional."^ The court stated 
that (1) the law constituted invalid special legislation 
because it applied to owners of private passenger 
automobiles only; and (2) the mandatory arbitration 
provision violated the constitutional right to a trial 
by jury and the constitutional provision prohibiting fee 
officers in the judicial system.

Current Illinois Legislation

Three bills proposing no-fault motor vehicle 
insurance have been introduced in the 82nd General 
Assembly. House Dills 332 (Bradley et al.) and 2478 
(Yourell) would require all motor vehicle owners, except 
motorcyle owners, to have no-fault motor vehicle 
insurance. House Bill 2573 (Van Duyne et al.) would 
require owners of passenger vehicles for 10 or fewer 
people except motorcycles and mopeds to have no-fault 
motor vehicle insurance. House Bill 332 was introduced 
on February 24, 1981 and was assigned to the House 
Insurance Committee on February 26. The bill is now on 
the House Insurance Committee Interim Study Calendar.
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House Bill 2478 was introduced on April 1, 1982 and was 
assigned to the House Rules Committee. House Bill 2573 
was introduced on April 13, 1982 and was assigned to the 
House Rules Committee.

House 7:11s 332 and 2478 would require an insurer
to pay the following benefits to motor vehicle accident
victims regardless of fault:

medical e-.penses not to exceed $25,000;

85 percent, of lost income for 3 years;

replacement service expenses (to replace services 
provided by the victim to the household) not to 
exceed $20 a day for 3 years; and

death benefits to the victim's estate not to exceed 
$1,500.

House 3ill 2478 would also require benefits for 
property damage in the amount of $5,000.

House Bill 2573 would require insurers to pay
medical expenses, 75 percent of lost wages, and
substituted household service expenses incurred within 
2 years of the accident regardless of fault. Insurers 
could limit total benefits covering these expenses to a 
$10,000 maximum.

Under H.B. 332 and H.B. 2478, accident victims, 
eligible for no-fault benefits, would be prohibited from 
bringing a tort action:

to the extent that the no-fault benefits covered 
expenses; and

for noneconomic loss unless death, "serious and 
irreparable permanent disfigurement," or "serious 
and permanent injury," occurred.

Motor vehicle accident victims who intentionally 
cause the accident would be denied benefits under all 
three proposals. Under H.B. 332 and H.B. 2478 benefits 
could be denied to a victim who voluntarily occupied a 
known stolen vehicle. House Bill 332 sta t 3 that an 
insurer does not have to provide benefits to a person in 
a vehicle with three or fewer load bearing wheels;
H.B. 2573 states that benefits are not available for 
accident victims who contributed to the accident by 
operating a vehicle under the influence of alcohol or 
mari juana ,
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P o l i c y  Q u e s t i o n s ^

Proponents of no-fault motor vehicle insurance 
attack the concept of negligence as applied to motor 
vehicle accidents. They discount the moral value of the 
negligence concept in automobile accidents; the idea 
that awareness on the part of a driver that he will be 
penalized for carelessness will improve his driving 
habits. They point out that the negligent driver can 
insure himself against these consequences now and add 
that it is unlikely that anyone would Le induced under a 
no-fault system to operate a motor vehicle so carelessly 
as to risk serious injury or death by knowing that 
expenses will be compensated.

Proponents further argue that motor vehicle 
negligence cases clog the court system; that small 
"nuisance value" personal injury claims are 
overcompensated, while meritorious claims based on 
serious injuries are undercompensated; and that third 
party liability insurance, because of legal fees, court 
costs, and other expenses, delivers no more than 45 
cents of compensation for every premium dollar. They 
contend that no-fault insurance would mitigate all these 
shortcomings.

Tlie opponents of no-fault insurance argue that the 
elimination of the rule that liability should follow 
negligence would in their view be a retrogression to the 
early common law notion of absolute liability, which the 
courts abandoned for the fault system in the 19th 
century. Under a system of absolute liability, parties 
are held liable or accountable whether or not they were 
at fault for the occurence.

Restrictions of the right to sue for pain and 
suffering have also aroused opposition. Opponents of 
no-fault insurance claim that the flexibility of the 
courts allows judges and juries to "tailor justice to 
each individual case while the no-fault system awards 
benefits on a "rigia structured, objective basis."

Other objections center on the treatment of 
collateral sources of recovery. It is argued that the 
deduction of collateral source benefits from recoveries 
under the no-fault policies will deprive accident 
victims of additional protection that rightfully belongs 
to them.



1977 U.S. Department of Transportation Study

In 1977 the IKS. department of Transportation 
conducted a study of the existing no-fault systems, 
including a summary of studies done by individual 
states.^

Major conclusions of the report are as follows.

All known evidence indicates that state no-fault 
plans, in varying degrees, provide more adequate and 
equitable benefits than the tort liability system.

The goal of providing more prompt payment of 
economic loss appears to be achieved under the 
no-fault system.

The effective coordination of benefits from various 
compensation systems affects the potential for 
savings in all such systems.

The increase in the number of first-party, no-fault 
claims reflects a clear shift from inefficient 
hird-party benefits towards more efficient 
first-party benefits. Although the quantitative 
evidence is meager, being reflected chiefly in the 
relative reduction in claims personnel, this would 
appear to indicate that cost efficiency has improved 
with no-fault.

Available evidence indicates that the burden on the 
courts and the legal system is being reduced.

Depending on the trade off between cost saving 
features and higher economic loss benefits, any 
particular no-fault plan can result in higher 
premiums, lower premiums, or no change at all. 
Benefit maximizing no-fault plans must be 
accompanied by strong cost saving features if 
insurance prices are to be held in check.

The report concluded:

In summary, State experience with no-fault 
automobile insurance would appear to confirm 
the basic soundness of the theory and the 
feasibility of the theory's implementation.
No-fault plans of sharply varying objectives 
and character are widely seen as successes.
No problem has arisen in the implementation of 
no-fault for which there does not appear to be 
a readily available and feasible solution, given 
the political will to make the necessary change. 
No-fault automobile insurance 'T-hs.
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Public O p i n i o n

A majority of people apparently favors the 
implementation of a no-fault insurance system, according 
to a 1974 public opinion study, conducted by Louis 
Harris and Associates and the Insurance Department, 
Wharton School, University of Pennsylvania. According 
to the authors of the study:

Public opinion apparently favors the concept of 
no fault insurance by 50 to 60%, with about 
25% opposed. While this may seem to be 
a clear endorsement, there is evidence that 
the public wants it both ways. Nearly half 
(49%) of those surveyed, would reserve the right 
for accident victims to sue those responsible for 
amounts in excess of financial loss in order "to 
compensate them for the pain and suffering they 
have endured."10

For a more complete breakdown of the results, see 
Appendix C.

Notes

1. The law was repealed, effective January 1,
1980, because of strong opposition from various interest 
groups.

2. The source of information for the section 
concerning the no-fault insurance laws of states other 
than Illinois is Commerce Clearing House, Inc., 
Automobile Law Reporter (looseleaf to date), par. 
1935-1987C.

3. Insurers in Connecticut may accumulate payments 
of less than $100 for up to 30 days.

4. Florida (one of the vehicles involved must be a 
commercial vehicle); Minnesota (one of the vehicles 
involved must be a commercial vehicle that weighs in 
excess of 5,500 pounds when empty); Georgia, New York, 
North Dakota (one of the vehicles must weigh in excess 
of 6,500 pounds when empty).

5. P.A. 77-1430.
6. Grace v. Howlett, 51 111. 2d 478, 283 N.E.2d 

474 (1972).
7. Same as note 6.
8. The sources for this section are: Collins, 

James, "A Short Course on No-Fault's Faults," Trial,
Mar. 1979, pp. 44-46; Gillespie, Paul and Miriam 
Klipper, No-Fault: What You Save, Gain, and Lose With
the New Auto Insurance (1972); O 'Connel1, Jeffrey, 
"Operation of No-Fault Auto Laws: A Survey of the
Surveys, Insurance Law Journal," p. 152, Mar. 1977;
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O'Connell, Jeffrey, and Janet Beck, "An Update of the 
Survey on the Operation of No-Fault Auto Laws," 
Insurance Law Journal, p. 129, Mar. 1979.

9. U.o. Department of Transportation, "State 
No-Fault Automobile Insurance Experience, 1971-1977," 
June 1977.

10. Louis Harris and Associates and the Department 
of Insurance, the Wharton School, University of 
Pennsylvania, Sentry Insurance National Opinion Study:
A Profile of Consumer Attitudes Toward Auto and 
Homeowner's Insurance, p. 67 (January, 1974).



Major Provisions of 23 State No-fnult Motor Vehicle Insurance Systems and Three Illinois Pills

States-L'1/ Compulsory

Arkansas No

Colorado Ye3

Connecticut. Yes

Delaware Yen

ft,or ids Yes

Georgia Yen

Hnwnii Yes

111 inn is
1901 H.B. J32 ven
19112 H.B. 2A7II Yes

19112 II.B. 2973 Yen

Total benefits

No limit

No 1 imit

$9,000 limit (includes 
funeral limited to 
$2,000)

$10,000 Iimit/person 
$20,000 limit/accident

$10,000 limit

$9,000 limit

$19,000 limit

No limit

$10,000 limit

Benefits for 
medical expenses

Limited to $9,000

$29,000 limit 
add. $29,000 
allowed for rehnb.

No limit

No limit

00% of expenses 

$2,900 limit

No limit

$29,000 limit

No 1imit

Lu3t income 
 benefits

70% of income 
not to exceed 
$12S/week

$129/week limit

09% of income 
up to $200/week

No limit

60%

1)9% of income 
up to $2()n/week

$HO0/month l im i t

09% or loot 
income for 
3 yearn

79% of income 
for 2 yenrs

Replacement 
secvice 

benefits

up to $70 
per week

$19/weck 
1 imit

69% of 
value of 
service 
NIL $200/wk

No limit

Ho limit

$20/dny 
1 ,’im i I

$1)00,'month 
1 imit.

up to $20/ 
day for 
3 years

Benefits 
for burial 
expenses

None!/

N one!/

$2,000

$2 ,000

$1,790

$1,900

$1,900

None?/

None!/

All expenses No limit 
for 2 years

Survivors'
benefits

$9,000

$1,000

up to $200/wk

None

None

$1,900

$1,900

None
ment ioned



Appendix A (cont'd)

51 ales!/ ll.'ompulsory Total benefita
Genefits for 

medical expenses
Lost income 

benefits

Replacement
service

benefits

Benefits 
for burial
expenses

5urvivors'
benefits

Kansas Yea No limit $2,000 limit 
$2,000 limit 
for rehab.

80S of income 
up to $650/month

$12/day 
I imit

$1,000 •

Kent ucky Yea $10,000 limit $1,000 limit $200/week limit $200/wcek
limit

$1,000 •

Maryland Yen $2,500 limit 
Tunerol)

(includes No limit No limit No limit Benefits
providedl^

«

Massachusetts Ye3 $2,000 limit 
funeral)

(includes No 1 imit 755 of income No limit Oenef it9 
provided!/

•

Hii.-hiqnnV Yea No limit No limit $2,049/month 
1 imit

$20/duy 
1 imit

$1,000 for lost 
income nnd 
household 
services up 
to $1,475 Tor 
3 years

Minneunta Yea $,50,000 limit $20,000 limit $200/weck limit $ 15/ilny 
1 imit.

$1,250 up to $200/wk 
for lost incomi 
nnd up lo 
$200/wk for 
household 
services

New .lerucy Yn3 No limit No 1 imit $5,200 limit for 
100 weeks

$4,700 
1 imit.
$ 12/dny

$1,000 Whatever 
decedent could 
hnve collected

New York Yen $50,000 limit No limit $1,000/month 
1 imit

$25/dny 
1 imit

None!/ $2,000

Nul l 1) DiiUiiI ii Yen $15,000 limit. No limit. $150/week 
1 imit

$ 15/day 
1 iinit

$1,000 ■

Oteipin Yen No limit $5,000 limit 70S of income 
up to $750/month

$ 10/day 
1 imit.

$1,000 None



Appendix A (cont'd)

P en n sy lv a n ia  Yea

Stoical/ Compulsory

South  C a r o l i n a  Yea

South Dakota  No

I exns

lltnh

V i r g i n i a

Ye 9

Yea

Total benefits

No l i m i t

$1 ,000 l i m i t  ( i n c l u d e s  
f u n e r a l )

No IT i t

$2 ,500 1imi t  ( i n c l u d e a  
f u n e r a l )

No l i m i t

No l i m i t

B e n e f i t s  fo r  
med ica l  expenses

No l i m i t

No l i m i t  

$2 ,000  l i m i t  

$2 ,500  l i m i t  

$2 ,000  l i m i t

$2 ,000 1imi t  j 
i n c l ud ea  fu nera l

Loat  income 
b e n e f i t s

Replacement
s e r v i c e

b e n e f i t s

$1 ,000/month l i m i t  $25/day
t o t a l  l i m i t  $15,000 l i m i t

No l i m i t

$60/w<.-ck l i m i t

No limit

05!5 o f  income 
up to  $150/week

$ 100/week l i m i t

$30/wenk
l i m i t

No l i m i t

$12/doy
limit

No
coverage

B e n e f i t s  
f o r  b u r i a l
expenses

$1,500

B e n ef i t o  
p r o v i d e d ! /

Survivors'
b e n e f i t s

for  l o s t  
income and 
household 
s e r v i c e s  up 
to  $5,000

No l i m i t  B e n e f i t s  None
p r o v i d e d ! /

None! /  $10,000

B e n e f i t a  *

p r o v id e d l ^

$1 ,000  $2 ,000

$2,000 fo r  
cxpenaes 
inc ur r ed  
w i t h i n  1 yea r  
o f  d ea th

>
I

U )

Source:  Commerce C l e a r i n g  Mouse, I n c . ,  Automobile tow Reporte i  ( l o o n e l e n f  In d a t e ) ,  p a r .  19J5-19Q7C.
• B e n e f i t a  p ro v id ed  fo r  lo s t  income and suhst  i t u t e d  household  s e r v i c e s .
1 /  ■ •— B e n e f i t s  a re  g e n e r a l l y  l i m i t e d  t o  expenses  in c ur re d  w i t h i n  2 yenrs  o f  the  a c c i d e n t ;  some s l a t e s  hnve a 3 -y ea r  l i m i t  w h i l e  some o t h e r a  have 

a 1-yenr  l i m i t ,
y  tump sum s u r v i v o r s '  b e n e f i t s  p r ov id ed  i n s t e a d .
-  No l imi ts i  a re  p la c e d  on f u n e r a l  exp enses ,  bu t  ouch expenses  may not  exceed l i m i t s  on t o t a l  b e n e f i t s .
—/  Michigan law p r o v id es  th n t  th e  maximum r a t e a  fo r  work l o s s  b e n e f i t s  shou ld  be n d j u s t e d  an nu n l l y  t o  r e f l e c t  chnnges  In t h e  coot  o f  l i v i n g  under  

a d m i n i s t r a t i v e  r u l e s .  The maximums l i s t e d  a re  c u r r e n t  maximums t h n t  were a d m i n i s t r a t i v e l y  s e t .
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Ap p e n d i x  B

St a t u t o r y  L i mitations on Tort L i a b i l i t y  in 23 States

State

'kansas

lorado

Connecticut

Toluware

Florida

Georgia

Hawaii

Illinois 
H.B. 332 
H.B. 2478

Type of Limitation

None.

Tort action not allowed (1) for economic 
loss to the extant that no-fault benefits 
cover the loss; " * for noneconomic
loss unless one Following occurs:
death, dismember ^rmanent
disability, per. sfigurement.

Tort action not ax^ .-d unless one of the 
following occurs: de th; permanent
injury; fracture of a bone; permanent 
significant disfigurement; permanent loss 
of bodily function; expense in excess of 
$400.

None.

Tort action not allowed (1) to the extent 
benefits cover the economic loss; (2) for 
noneconomic loss unless one of the 
following occurs: significant or
permanent loss of bodily function, 
permanent injury, significant and 
permanent disfigurement, or death.

Tort action not allowed unless one of 
the following occurs: expenses exceed
benefits; death; fractured bone; 
permanent disfigurement; dismemberment; 
permanent loss of bodily function; 
permanent or partial loss of sight or 
hearing; injury resulting in medical 
expenses exceed $500; injury resulting 
in disability for 10 or more consecutive 
days.

Tort action not allowed unless one cf 
the following occurs: death; permanent
injury; permanent disfigurement; or 
medical expenses exceed the no-fault 
benefits.

Tort action for economic loss is not 
allowed if no-fault benefits cover the 
losses and not allowed for noneconomic 
loss unless death, serious and 
irreparable permanent injury, or serious 
and permanent injury results.



Illinois
H.B. 2573

Kansas

State_________

Kentucky

Maryland

Massachusetts

Michigan

Minnesota

B-2
A p p e n d i x  B (cont'd)

Type of L i m i t a t i o n

None.

Tort action for noneconomic loss not 
allowed unless one of the following 
occurs; medical costs for injury exceed 
$500; permanent disfigurement; fracture 
to a weightbearing bone; compound, 
comminuted, displaced, or compressed 
fracture; or permanent loss of bodily 
function.

Tort action not allowed unless;
(1) no-fault benefits do not cover the 
loss; (2) for noneconomic loss unless one 
of the following occurs: medical costs
exceed $1,000; p«,'manent disfigurement; 
fracture to a wexghtbearing bone; 
compound, comminuted, displaced, or 
compressed fracture; permanent injury; 
permanent loss of bodily function; or 
death.

None.

Tort action not allowed unless:
(1) benefits do not cover the loss;
(2) for noneconomic loss unless one of 
the following occurs: medical and
funeral expenses exceed $500; death; less 
of a body part; sight or hearing loss; or 
fracture.

Tort action not allowed unless: (1) for
all actions unless one of the following 
occurs: intentional harm; damages
exceed benefits; motor vehicle damages to 
extent not insured; (2) for noneconomic 
loss unless one of the following occurs: 
death; serious impairment of bodily 
function; or permanent serious 
disfigurement.

Tort action not allowed unless:
(1) benefits do not cover expenses;
(2) for noneconomic loss unless one of 
the following occurs: medical expenses
exceed $4,000, injury results in: 
permanent disfigurement, permanent 
injury, death, or disability for 60 days 
or more.



S t a t e

New Jersey

B-3

New York

North Dakota 

Oregon

Pennsylvania

South Carolina 

South Dakota 

Texas 

Utah

Virginia

Appendix B (cont'd) 

Type of Limitation__________

Tort liability is not allowed unless one 
of the following occurs: (1) the injury
is to soft tissue of the body and 
treatment is less than $200; (2) death;
(3) permanent disability; (4) permanent 
significant disfigurement; or (5) perma­
nent loss of bodily function or body 
member.

Tort liability is not allowed unless:
(1) benefits do not cover expenses;
(2) for noneconomic loss unless one of 
the following occurs: death, dismember­
ment, significant disfigurement, 
fracture, or permanent loss of the use 
of a body organ.

Tort action not allowed: (1) for non­
economic loss unless the injury is 
serious; (2) for economic loss to the 
extent no-fault benefits cover the loss.

None.
I

Tort liability not allowed unless:
(1) motorist is unsecured; (2) action is 
against a person for repairing or 
manufacturing a vehicle; (3) intentional 
injury occurs; (4) the loss is uncompen­
sated by no-faulc. benefits; (5) for non­
economic loss unless one of the following 
occurs: death or serious injury, medical
costs exceed $750, medical impairment, 
cosmetic disfigurement.

None.

None.

None.

Tort liability not allowed unless one of 
the following occtrs: (1) death; (2) dis­
memberment or fracture; (3) permanent 
disability; (4) permanent disfigurement; 
or (5) medical expenses exceed $500.

None.

Source: Commerce Clearing House, Inc., Automobile Law
Reporter (looseleaf to dcte), par. 1935-1987C.



A p p e n d i x  C
C-l

1974 Public Opinion Report

Attitude Toward All Auto Owners Being Required To 
Purchase Auto Insurance To Cover Their Own 

Personal Injuries

Favor Oppose Not Sure

Total 66% 22% 12%

Have automobile insurance 67 23 10
Own automobile but no

automobile insurance 60 23 17
Under $5,000 61 20 19
$ 5,000 to $9,999 63 20 12
$10,000 $14, 999 69 22 9
$15,000 and over 66 24 10

If Injured In An Automobile Accident And It Were
The Other Driver's Fault, Would You Be Willing To

Forego Your Right To Sue Him If Your Insurance
Company Agreed To Pay All Medical Expenses

And Wage Losses?
(Base: Own auto insurance =: 78%)

Would Would
Be Not Be Not

Willing Willing Sure

Total 55% 32% 13%

8th grad-’ 41 41 18
High School 56 32 12
College 60 29 11

White 56 32 12
Non-white 51 35 14

Age 18 to 29 62 27 11
Age 30 to 49 54 33 13
Age 50 and over 52 35 13

To a similar question, 57-27 percent of the public 
said it would favor a state law requiring each auto 
insurance company to pay its own policyholders 
"regardless of who is to blame for the accident."



C-2
A p p e n d i x  C ( c o n t 1d )

Attitude Toward Law 7Thereby Each Auto Insurance 
Company Pays Its Own Policyholder Regardless 

Of Who Was To Blame For The Accident

Favor Oppose Not Sure

Total 57% 27% 16%

Have automobile insurance 
Own automobile but no

59 28 13

automobile insurance 61 26 13

East 61 24 15
South 49 31 20
Midwest 59 26 15
West 63 25 12

Cities 62 24 14
Suburbs 61 25 14
Towns 49 32 19
Rural 52 30 18

Under $5,000 50 25 25
$ 5,000 to $ 9,999 56 27 17
$10,000 to $14,999 61 27 12
$15,000 and over 61 28 11

Male 62 26 12
Female 49 28 23

Attitude Toward No-Fault Insurance Law It:. Your State

Favor Oppose Not Sure

Total 52% 25% 23%

Have automobile insurance 
Own automobile but r.o

55 25 20

automobile insurance 47 35 28

East 59 23 18
South 41 29 30
Midwest 55 24 21
West 56 22 22

Cities 59 21 20
Suburbs 57 22 21
Towns 4' 28 27
I. :ral 4 j 29 26

8th grade 37 26 37
High School 51 27 22
College 63 21 16



Ap p e n d i x  C (cont'd)
C-3

Favor Oppose Not Sure

White 54% 24% 22%
Non-white 46 26 28

Age 18 to 29 57 27 16
Age 30 to 49 53 24 23
Age 50 and over 49 23 28

Male 57 2.4 19
Female 44 25 31

Attitude Toward Auto Accident Victims Being Able
To Sue Those Responsible For The Accident, For
Amounts In Excess Of Loss To Cover Suffering

Favor Oppose Not Sure

Total 49% 38% 13%

Under $5,000 51 30 19
$ 5,000 to $ 9,999 ■$8 39 13
$10,000 to $14,999 5.2 38 10
$15,000 and over 46 44 10

8th grade 54 29 17
High School 51 36 13
College 45 45 10

Whi te 48 39 13
Non-white 55 32 13

Age 18 to 29 45 44 11
Age 30 to 49 52 37 11
Age 50 and over 51 33 16

Source: Louis Harris and Associates and the Department
of Insurance, the Wharton School, University of 
Pennsylvania, Sentry Insurance National Opinion 
Study; A Profile of Consumer Attitudes Towards 
Auto and Homeowner's Insurance, pp, 65-68 (January, 
1974).
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P R E S E N T S  M E S S A G E
One of the most severe sa les declines the 
motor vehicle industry has experienced 
plus record import sa les penetration have 
combined to provide the catalyst for the in­
dustry's unequalled redevelopment many 
call the Second Industrial Revolution.

The domestic motor vehicle industry 
moves * 'ward the middle of the Eighties 
after a c r . ~*fe of rebuilding its facilities, re­
tooling its machines, incorporating robo­
tics, re-thinking employer-employee re­
lationships and coming to market with a 
more diversified, quality-oriented, fuel-effi­
cient product line than ever before.

The result of this historical self-improve­
ment project: U.S. car and truck makers 
are ready to regain their leadership role in 
world transportation.

This year's F a c ts  &  F ig u re s , from its 
cover and industry overview on "Second 
Industrial Revolution - People and Hi­
Tech," to the 9 6  pages of statistics and 
charts, touches virtually every facet of the 
new motor vehicle industry.
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May 4, 1983

The Honorable Richard A. Lyon
Commissioner £*
Department of Commerce and Economic Development 
Juneau, Alaska 99811

Dear Commissioner Lyon:

I have reviewed the position paper on SSHB 7, an act relating 
to motor vehicles. This legislation is now moving through 
the House. Research has indicated that many of the arguments 
used to oppose this legislation by the Division of Insurance 
are inaccurate and misleading. From research my staff has 
conducted, I do not believe the arguments are valid.

The uninsured motoring population in Alaska is estimated at 
40% of 380,000 registered vehicles. The Insurance Division's 
1982 report firmly stated that this figure was the most 
accurate available. This number of uninsured is unaccept­
able. While I do not assume that a compulsory law will 
result in 100% compliance, I am certain it will go a long way 
towards reducing the number of uninsured drivers and pro­
viding the public with a greater chance of compensation from 
an accident.

Thirty two states have enacted some form of compulsory in­
surance. Only 2 have ever repealed the law. If the law is 
such a failure as the insurance industry would lead one to 
believe, why have the vast majority of states which have 
enacted such a law kept it in effeet... even with some en­
forcement problems?

Now York's law is often criticized. With 6 million vehicles 
it has grown to such proportions that enforcement is a 
problem. But state officials told my office last week that 
even with it's problems and even if it increased auto prem­
iums, which was not proven, the law was worth keeping from a 
social standpoint.
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North Carolina is a perfect example of where such a law is 
enforceable. That state has one of the oldest compulsory 
laws on the books. A study conducted by their Division of 
Motor Venicles in the past year proved that 2-3% went unin­
sured out of 4.5 million vehicles. Some of the provisions of 
their law arc; incorporated into SSHB 7. North Carolina 
public safety officials are very pleased with the law. They 
say it works and has caused no problems in enforceability. 
While that state once had over 100 persons involved in 
enforcement, I am told that recent changes in the law reduced 
the number of troopers needed to 3 and 4 more persons are 
used as hearing officers. And that's for 4.5 million vehic­
les. Oregon also has an effective compulsory law. Before it 
went into effect in 1979, 14% of the motor vehicles there 
were uninsured. The estimate last week was 6%. New York, even 
with enforcement problems has achieved a 6% uninsured 
population. Massachusetts has obtained a 6% uninsured popu­
lation. Arizona just enacted a lav; because of a 27% 
uninsured rate. I could list many other examples. The fact 
is the states with such laws are achieving a reduction of the 
uninsured population to within 10%. If Alaska could achieve 
that by implementation of such a law, I would consider it a 
success.

You say the programs are costly to administer. We have 
received a fiscal noti saying this will cost over one million 
dollars to put into effect. I do not believe it will cost 
that much. There are several, inaccuracies that the fiscal 
note was based on. Other states with 10 times the number of 
motor vehicles spend the same amount of money as the fiscal 
note says this will cost. I cannot believe enforcement in a 
state with 380,000 vehicles will cost the same as one with 4 
million. There will be a cost, but I suggest such a cost is 
necessary to avoid the death, injury and property damage that 
I believe this law will negate. Additionally, this cost 
could be offset, for example, by a very minimal increase in 
the cost of registering a vehicle or implementing a system 
that charges drivers with poor driving records a slightly 
higher fee than those with good records for either regis­
tration or a iicense.

You assert this law will cause premiums to rise. In the 
states wt have surveyed in researching the legislation, not 
one would admit that the laws have directly caused premiums 
to rise. There are many factors, they said, which add to 
premium increases from inflation to limitations on the 
assigned risk pool. In fact, with more of the population 
insured, some insurance specialists note that the uninsured
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premiums should decrease. If we do raise the minimum limits 
for liability coverage, there would be an increase for those 
who do not presently carry such limits. I am willing to 
negotiate on this point, but I am not convinced that simply 
initiating a compulsory law will have a great effect on 
premiums.

Your proposed alternative is a step in the right direction.
In fact, I have amended the bill to mandate that insurance 
companies offer both uninsured and underinsured coverage for 
personal injury and property damage in amounts equal to at 
least those bought voluntarily by a customer. Other states 
which have compulsory laws also see the need to retain strong 
financial responsibility laws and offering of uninsured and 
underinsured provisions which can be waived. This is added 
protection. However, I don't believe that offering such 
coverage in lieu of a compulsory law will solve the problems 
we are experiencing today.

The Department asserts that the uninsured population will 
decrease by enactment of a strong financial responsibility 
law. Insurance Division Director, Ken Moore, has called our 
law perhaps the toughest in the nation. It does not seem to 
have produced an acceptable decrease in the number of unin­
sured drivers.

I have attached a report prepared by my staff on the 
experience of other states which have enacted a compulsory 
law. I request that you consider it and re-evaluate the 
Department's position on this legislation. I believe this 
legislation is supported by the public and is necessary for 
the protection of motorists throughout Alaska.

Thank you for your consideration.

Joe L. Hayes 
SPEAKER OF THE HOUSE

JLH:jkd
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May 24, 1983

Speaker of the House of Representatives

Alaska State Legislature

MEMORANDUM

I*«>uch V 
Slale Capilul 

Juneau. Alaska 9ySI I 
(1*07) 4(15-3720

To: Senator Dick Eliason
Chairman
Senate Labor and Commerc Committee

Committee Members 
Sen. Don Bennett 
Sen. Pat Rodey 
Sen. Bob Mulcahy 
Sen. John Sackett

Subject;  I IB 7. . .An Act Relating to Motor Vehicles

This legislation has been referred to the Labor and Commerce 
Committee. While I will be supplying extensive backup to the 
Committee at a later date, I am distributing a report 
prepared by staff on this bill for your early review. Please 
contact my office for any further information. This bill 
passed the House 35-2, and I hope you will geve it equally 
strong support.

From: Rep. Joe Hayes 
Speaker of the House

Thanks.
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MANDATORY AU TO  IN S U R A N C E : THE OTHER S I D E

by Jeff Day

In the book, "The Invisible Bankers," author Andrew Tobias 
wrote:

Insurance lobbyists outnumber all others in 
virtually every state. 'Our strength?' pondered one,
'It comes from having a group of people who tell a 
story that is logical and reasonable to a group of 
people who don't have the slightest idea what you're 
talking about.'

This report is to try and provide the information not often 
volunteered by the industry in the hopes that those who act 
on this legislation will begin with at least the slightest 
idea of what we are talking about and why the sponsors 
believe a mandatory insurance law is needed.

This report is based on a review of approximately 200 news­
paper articles published between 1978 and 1982, industry 
publications, prior research reports and interviews conducted 
in April 1983 with insurance and public safety officials in a 
half dozen states with mandatory laws.

THE IN D U S T R Y  S I D E

The insurance industry has traditionally opposed the impo­
sition of a mandatory insurance law. Yet 32 states have 
enacted such a law beginning with Massachusetts in 1927. Some 
of the newest laws are those in Arizona which went into 
effect January 1, 1983, Nevada, Wyoming and Texas January 1, 
1980 and Oregon January 1, 1979.

The opposition from the insurance industry is usually summed 
up in three broad statements:

1. You can't achieve 100% compliance with the law
2. It's costly to administer
3. It raises insurance premiums



The insurance industry has done an excellent job projecting 
that message to legislatures that consider such a law.
Letters to legislators on the subject are basically no more 
than a regurgitation of a position paper published several 
years ago by State Farm, the largest insurance conglomerate 
in the nation. But that report relies on generalities, quotes 
that are 20 years old and information which is extremely 
outdated.
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THE ALASKA SITUATION

While definite statistics are impossible to come by, it is 
estimated the number of uninsured drivers in the state is 
between 11% and 40%. A survey of accidents over a two year 
period in 1980 and 81 showed that 20% of those involved in an 
accident were uninsured. Alaska has about 380,000 registered 
vehicles.

In the 1982 report from the Division of Insurance, Insurance 
Markey analyst Norm Cheney wrote:

Even with the inherent inadequacies of this 
system... we estimate 59.5% were insured (in 1980).
We have re-evaluated the data base used in previous 
reports and find that the statistics for the total 
number of autos were misstcted. We have corrected 
the deficiencies and now hrva what we believe to be 
the most accurate possible estimation o f _the number 
o f uninsured motorists, (einph added)

That number of uninsured was 40%! Cheney wrote,

The thought that approximately 40% of Alaskans 
on the highways are uninsured is unsettling at best. 
Reasons for the large numbers of uninsured drivers are 
illusive. There does not appear to be a lack of 
available markets, and rates, in general, are not 
excessive.

In October 1980 a newspaper story noted that 40% drove 
uninsured in Alaska...a 12 % increase over five years. 
Division of Insurance director Ken Moore was quoted as 
saying, "The horror story isn't over. These figures are not 
unlike those in other states with no mandatory automobile 
insurance laws." Moore also added, "I'm not necessarily 
opposed to compulsory insurance, but because of the bad 
record of states with it, it makes me gun shy."

DMV Commissioner William Nix was also quoted in 1980 as 
saying that states with mandatory insurance only achieved a 
compliance rate of 90-95%. Remember, this statement was made 
when Alaska was thought to have a 40% uninsured population.



Nix also stated that he thought Alaska's financial respon­
sibility laws were among the toughest in the nation and that 
the penalty of a three year license suspension was an "induce­
ment to have people meet their obligations." With a 40% 
uninsured population, that evidently wasn't much of an
inducement. Nor have financial responsibility laws alone ^
provided inducement in other states. That is why over 30 
states have adopted mandatory insurance laws.

Mandatory insurance has been proposea in Alaska before, One 
of the reasons for its previous failure is because of the 
very activity to which Tobias referred at the outset o f this 
report.

This_shouldn't be. Road and weather conditions in Alaska 
tend to make the potential for an accident fairly great. The 
requirement of insurance is not only intended to keep poor 
drivers off the road and ensure that drivers at fault compen­
sate victims but also to protect responsible drivers.

There are probably many marginal drivers who would buy 
insurance if they were forced to. Gome accidents don't 
result from specific negligence. Sliding through an icy 
interesection in winter is one example. The result can be 
hundreds or thousands of dollars of damage that the generally 
good driver would have to pay, in addition to meeting the 
requirements of our current financial responsibility laws 
which are aimed at the problem driver.

It makes sense to provide the added incentive this bill will 
provide to encourage the good driver to buy insurance to 
protect both himself and others.
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LAWS IN OTHER STATES

Insurance laws enacted in other states are basically varia­
tions on a theine. When the consumer awareness movement 
reached a peak in the mid 1970's, no fault insurance became 
"in." A number of states now have manda'ory no fault laws or 
a combination mandatory no fault/fault requirement}. Some 
states have only mandatory auto liability such as SSHB 7 
proposes to enact. There are likely inequities in both fault 
and no fault insurance. This report does not intend to 
compare the two but rather to focus on the mandatory require­
ments in states regardless of the type of insurance.

Massachusetts became the first state to enact a law. It 
requires proof of insurance at time of registration. It is 
also mandatory that uninsured and underinsured insurance are 
carried. In most states it is only mandatory that insurance 
companies offer this coverage as would be done under HB 7.
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New York and North Carolina followed with mandatory laws in 
1957. New York added a no fault law in 1974. The New York 
law requires the insured to have two cards as proof of 
insurance. One is out in a file when the car is registered. 
The oti r must be kept in the vehicle at all times just as 
the registration is kept in the vehicle.

Some states tie both the registration and license to proof of 
insurance. Montana and Louisiana require proof of insurance 
in this manner

North Carolina, considered to have one of the most effective 
laws, requires proof of financial responsibility to be shown 
at time of registration. Several states don't require actual 
proof of financial responsibility but rather that the appli­
cant sign an affadavit certifying he is insured and will be 
insured when driving a motor vehicle. Such states also 
impose rather severe penalties for falsifying the certifi­
cation in addition to driving without insurance. Arizona and 
Connecticut are examples of this variation. False certifica­
tion in Connecticut brings a fine up to $1000 and a jail term 
up to five years.

Most states also require insurance companies to issue a card 
which must be kept in a vehicle which states the type and 
limits of insurance carried.

Overall, the general procedures of mandatory laws are the 
same. Proof must be shown at time of registration or licen­
sure. Cards are issued by companies to be kept in cars. The 
key to the system working is the method of enforcement.

ENFORCEMENT

The most repeated claim by the insurance .industry is that the 
laws cannot be enforced. In one sense that is true. No one 
claims to have removed 100% of the uninsured from the road. 
But proponents in states which have enacted such laws knew in 
advance they would not achieve 100% compliance. However, * 
they have the potential to significantly decrease the number 
of uninsured drivers. I have found no example where the law 
has failed to reduce the number of uninsured motorists.

In states where the law is loss successful than in others, it 
is usually because the enforcement mechanism is not as tight 
as those with lower uninsured populations.

The major criticism by the industry is that someone will get 
insurance just long enough to renew the registration and then 
cancel the insurance and keep the card which is good for a 
year. To get around that some states have required insurance



companies to notify the Department of Motor Vehicles when a 
policy is cancelled by an insured. DMV must then notify the 
motorist who is given a chance to prove that insurance is in 
effect. This has the potential of creating a lot of paper­
work, depending on limits imposed upon the notification 
procedure.

Some states began with a law that required notification by 
companies anytime a policy was cancelled. North Carolina did 
this and became backlogged by notices. Most states which 
have tried this ran into the same problems.

To correct the problem, laws were changed to require 
notification by insurance companies of a cancellation only 
during the initial six months after a policy was issued.
North Carolina has 4.8 million registered vehicles. Jim 
Stainey of North Carolina's DMV said this change cut the 
number of persons involved in enforcing the law from over 100 
to about 5 troopers and 4 hearing officers. He also added 
that it's believed if a person is going to cancel, they will 
do so in that first six months.

Delaware changed it's law in 1979 to require notification by 
insurance companies only during the first year following 
issuance of a policy. Insurance Commissioner David Elliott 
noted, "Now we can concentrate on the first year people who 
cancel. We think they're the ones trying to beat the system."

New York requires notification of cancellation at anytime. 
With 'i million cars, the result became a large backlog. A new 
compi .er system is now being installed which should help ease 
thin problem. It is interesting to note most states now 
implementing the law do utilize computers to a large degree 
which cuts the amount of staff needed and expedites the 
enforcement process.

Oregon adopted a law with unlimited notification provisions 
but changed it the following year. Currently a random samp­
ling process is in effect. Each month about 1% of the 
motorists are checked for proof of insurance. There is no 
notification by insurance companies required. This process 
appears to work... so far. Tony Dilorenzo of Oregon's DMV 
noted that the law originally cost about $1 million to 
enforce. The changes, hr. said, reduced the cost to about 
$100,000 for clerks and computer time.

Other states have not had such good luck simply going on a 
random sampling basis. Nevada easily passed a mandatory law 
in 1979 but even proponent.^ were worried it would not be 
effective since it lacked a notification provision. Michigan 
did not adopt the notification procedures and reports 
indicate there were problems obtaining as high a level of 
compliance with _he law as other states had achieved. 
ronnecticut had similar problems.
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In general it appears that these who adopted a notification 
procedure, such as the one proposed in HB 7, achieved the 
highest compliance rates with the least amount of paper work 
and cost. ' 3 rr t

Most states also require a motorist to show proof of insur­
ance when stopped for a traffic violation. This is why the 
card is important, and it is important to ensure the card is 
legitimate through enforcement by ..otification of DMV by 
insurance companies.

If a policy is cancelled, DMV can flag it on a computer. When 
a driver is stopped, it is then a relatively simple process 
to verify the legitimacy of the insurance card.

PENALTIES

The penalties for driving without insurance differ. Gener­
ally, they include fines and revocation of license and 
registration. The penalties in the following states are 
typical of those in other states.

Michigan and Nevada impose a $100-500 fine. Wyoming has a 
maximum $750 fine plus revocation of registration. Oregon 
imposes a fine of $100 unless insurance is obtained within 15 
days after a citation is issued. False certification at time 
of registration will bring a $1000 fine and up to a year in 
jail. In Connecticut, that offense brings a $1000 fine and 
up to 5 years in jail.

Georgia provides for a 60 day suspension of a drivers license 
and registration with a $25 fee to get it back. Louisiana 
imposes a loss of a license for G-18 months, a fine of $125
and up to 30 days in jail.

Hawaii imposes fines of at least $100 and impounds the 
vehicle. Del aware allows 24 hours to prove insurance after a 
citotior and then imposes a fine between $200 and $1000. 
Conviction results in revocation of driving priveleges until 
proof of insurance is shown. Indiana imposes a $500 fine and 
5J days in jail.

Arizona mandates a $250 fine for the first offense. New
Jersey imposes a $200 fine and up to 90 days in jail for the
first offense.

In Minnesota a rather comprehensive approach is taken on any 
offense. As Patrolman Ray Schm/dt e x p l a i n e d W e  request 
that the driver park his car. We book the person who has no 
insurance, take him to jail -nd have the car towed." Even­
tual penalties arc- a $500 line, up to 90 days in jail and 
revocation of license and registration.
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EFFECTIVENESS

The insurance industry says compulsory laws have not been 
effective in removing the uninsured population. The results 
show just the opposite., In reviewing these statistics, it 
should be remembered that Alaska's uninsured population is 
Coti. ited to be as high as 40% at the current time.

North Carolina c -.pleted a study within the past year. f 
spokesman Jim Stamey said the results showed that only 2 >'/
of the motoring public are uninsured...in a state of ove. 
million vehicles. Stamey said, "We consider the law to be 
the most effective in the nation."

In Oregon it was estimated 15 - 20? were uninsured before the 
law took effect in 19"7:*. The figure after 7 months was 4„5%. 
DMV Administrator Harold Giover said, "The overall implemen­
tation appears to be pretty smooth. It is succeeding better 
than we expected."

Even insurance industry representative Richard Clement 
conceded the law was having beneficial effects. He said, 
"We've always been opposed to compulsory auto insurance.
There have been some problems, but, quite frankly, it's gone 
quite smooth. So far our fears haven't been borne out."

In Louisiana, the administrator of the State Insurance rating 
commission noted th*. 65% were insured before the law took 
effect in July 1978, By the day the law became effective 00% 
were insured and the number was growing.

Minnesota has achieved a 5% uninsured population out of 3 
million vehicles. Before New Jersey adopted its law in 1973, 
7.4% of motorists involved in accidents were uninsured. By 
1976 the number had declined to 3.7%. New Jersey assistant 
Motor Vehicle Director Seymour Blaustein said in 1979, 
"There's no getting away from the fact that as insurance 
costs go up, some people are dropping their coverage, but I 
think we've got good verification procedures that catch a lot 
of people without insurance."

In New York, it was estimated that 10% of motorists were 
uninsured vhen the law went into effect in 1957. During 
early years of enactment that fell to 5%. New York has 6 
million vehicles. It's estimated that about 6% are now 
uninsured. The lack of a computer system and the number of 
vehicles has made enforcement a problem.

/I
Insurance division spokesman Stan Dorf noted there have been 
few bills introduced to amend or repeal the program. Dorf 
said, "Even if premiums incx*eased slightly as a result of 
such a ’aw, which I don't believe they should, the program is 
worth it from a social standpoint."



DMV spokesman Joe Donovan said the current unenforceability 
of the New York system stems mostly from the number of 
vehicles. Legislation is now proposed that would require 
insurance companies to notify DMV only in the first six 
months after issuance of a policy.

Massachusetts has had some enforcement problems, again 
because of the sheer number of vehicles but the estimated 
number of uninsured motorists is about 5%. Montana enacted 
its law in 1979. The County Commisioner calls it "a good 
one."

In general, those states which have implemented a mandatory 
law in some form have achieved about a 95% insured popu­
lation. That is the goal many states had in mind when these 
laws were passed. 95% compliance would be a substantial 
improvement in Alaska just as it was envisioned io be in 
other states such as Texas, which passed a law because 25 - 
45% were estimated to be uninsured. Washington D.C. consid­
ered such a law in 1980 because 40 - 60% drove uninsured. 
Nevada passed legislation because 30 - 40% were uninsured 
according to Insurance Commissioner Don Heath.

Wyoming's Commissioner, John Langdon said the law was needed 
because 25 - 35% were uninsured. Connecticut passed a law in 
1973 because 8% were uninsured. Florida considered the law 
because 45% were uninsured. West Virginia recently enacted 
mandatory insurance laws. Indiana enacted the law in 1982 
because 13% were uninsured.

Arizona was the last state to enact such legislation because 
40% were uninsured. Representative Bill English, who spon­
sored the bill said, "We need to take a firm grip on this. 
It's totally irresponsible to be driving on the streets 
without adequate insurance."

The conclusion is that 32 states have enacted such laws to 
achieve lower percentages of uninsured drivers despite 
vigorous opposition by the insurance industry. Only 2 have 
ever been repealed. This attests to the fact that the laws 
work because even states with enforcement snags don't advo­
cate repeal of the law. The laws do work.

’ Insurance: " h e  O t h e r  Side
Page 8

EFFECT ON PREMIUMS

In all the material researched for this report, no statement 
in f ;Ct was found that simply the introduction of compulsory 
insurance laws directly ra sed premiums. Even those that 
acknowledged the possibility that rates might rise slightly, 
encouraged passage of a mandatory 1 w. Nevada Insurance 
Commissioner Don Heath said, "Rate mcreases are a reflection 
of the national economy. The mandatory law should bring a 
price downtrend for preferred customers."
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When Texas adopted the law several years ago, Houston 
Representative Gene Green commented, "It's estimated insur­
ance rates might go up 5-10% at most. If the insurance 
companies use this as grounds for raising rates, they're 
barking up the wrong tree because th ̂ y have already increased 
rates every year I've been in the Legislature."

Generally, rates rise simply because of inflation. As Richard
B. Neiley of the Insurance Company of North America 
explained,

Insurance rates are future cost projections.
This means the insurance cycle is out of phase with 
the rest of the economy. When prices for general goods 
and services are rising, insurance rates are often 
stable. By the time the rate of increase in the price 
of other goods and services diminishes, data is becom­
ing available showing insurance rates have not kept up 
with underlying costs. Insurance rates then increase 
rapidly and profits improve.

It is somewhat ridiculous to compare rate increases and 
premiums in one state to another. Dozens of considerations 
go into rate establishment and no state is identical to 
another.

First, a rate has to be determined that will cover potential 
future losses and expenses and allow for a profit. Consid­
eration is given to the trend in dollar cost per claim, the 
trend in number of claim payments showing the change, if any, 
in the number of accidents that occur, expenses and how large 
a profit margin a company wants. The industry specifically 
makes this point:

Rates among the various 50 states can be widely
different because of variations in the cost of repairs,
medical care, weather patterns, and other geographic 
and demographic factors such as p >pulation density and 
traffic congestion.

Some states prohibit rating differences on the basis of age, 
gender, marital status. Assigned risk pools are different in 
many states in operation. The risk pool is the classifi­
cation that so called high risk drivers are placed into. This
pool is covered by all insurers. Some states subsidize the 
pool through fee charges on insurance or licenses. Some 
states have instituted a reinsurance plan which basically 
mandates companies to write policies at roc sonable rates to 
all drivers; again this is based on surcharges of everyoncs 
policies. Technical differences in any number of these areas 
can be the cause for distinct rate differences between 
states.
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New York Division of Insurance spokesman Stan Dorf said:

Compulsory laws will not raise the premiums 
as the industry would lead you to believe. There 
are no more accidents even though more people are 
insured. It's also logical and proven that if more 
drivers are insured, the uninsured motorist premiums 
will, in fact, decrease.

Massachusetts Insurance rating bureau spokesman Howard Mahler 
noted that premium increases in policies tend to result as a 
result of inflation rather than a compulsory law. Despite 
some enforcement problems in that state, Mahler said the 
Registry of Motor. Vehicles has expressed no desire to repeal 
the law.

COST OF ENFORCEMENT

Just a brief comment on the proposed cost.

Other states which have imposed the law usually note it costs 
between $1 and 1.5 million to enforce properly. The states 
saying this are those with 2 million, 4 million, 4.5 million 
or more vehicles. Alaska DMV has given us a comparable 
fiscal note for a state with 380,000 registered vehicles! 
There is no iispute that the program will cost money. It is 
hard it believe that enforcement for 380,000 vehicles will 
cost as much as that in a state with several million..even 
with a cost of living difference.

l't must again be no? ed that North Carolina has over 4 million 
vehicles. Only 4 hearing officers and 5 troopers are needed 
to enforce the program wh'.ch has achieved 2-3% uninsured.
DMV spokesman Jim Stamey from North Carolina said in an 
interview that Alaska was in the best position of any state 
wishing to enact such a law because of the low population and 
the computer technology available.

Those states now adopting the law have made good use of 
computer time to lessen the need for clerical staff. Howard 
Mahler of Massachusetts encouraged the state to use computers 
to a great extent if we adopt a program.

MORE ON INDUSTRY OPPOSITION

The research indicates that the insurance companies opposi­
tion to mandatory insurance does not really hold up. The law 
can and has been enforced to an excellent degree in many 
states. Premiums don't rise simply as a result of a compul­
sory law. The provisions in this law make it less costly and 
bureaucratic than laws in other states.
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So if these arguments are largely countered, and insurance 
companies stand to do more business as a result of this law 
what could be the opposition?

Some potential insight was provided in a statement by 
Insurance industry representative Richard Clement when he 
commented on Oregon's law shortly after enactment. He said, 
"We've always been opposed to compulsory insurance. We're 
afraid the Legislature is going to get into the business of 
establishing rates and that the state can form an insurance 
company."

The insurance industry is not federally regulated. It does 
not want any regulation. The move to adopt compulsory insur­
ance is likely seen as an intrusion into an industry which 
wishes to be exempt from all regulation. Past history in 
other states has shown the need for regulation to maintain 
realistic rates. Indeed, there are programs which have been 
enacted and which could be enacted in Alaska with the result 
of lower premiums but which would be opposed by the insurance 
industry.

Perhaps, the other reason the industry opposes mandatory 
insurance is because it might decrease profits.

It must be noted that, in statistics provided by the Alaska 
Division of Insurance for 1981, the top 30 companies doing 
business in the state earned $31.2 million in premiums for 
automobile liability coverage. Incurred losses totalled 
$19.6 million for a profit of over $11 million.

According to the July 19, 1982 edition of Best's Insurance 
Management Report, Alaska had the lowest loss ratio of ANY 
state for all automobile insurance, 56.1%. Nationally the 
loss ratio was 70.7%. Basically, this means insurance 
companies earned greater profits on a comparable amount of 
business in Alaska than they did outside.

The 1982 xeport from the Division of Insurance reported:
*

We are quite happy with the state of the 
market in Alaska. Over the past 3 years, we have 
seen an increase in the number of companies pursuing 
a share of the market. We now have a very active non­
standard market helping to make insurance available at 
competitive prices to those drivers with numerous or 
serious violations on their driving records.

It might be suggested that more insurers are seeking to enter 
the Alaska marketplace because the profit margins are higher 
here. The auto insurance market has consistently been 
profitable for the past five years.
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CONCLUSIONS

Research has indicated that the arguments put forward by the 
industry are at best, half truths. It does cost money to run 
an effective program. But it has proven effective in states 
with uninsured populations both greater and lesser than the 
uninsured population in Alaska.

Legislation can be passed that will result in a significantly 
higher number of insured drivers. CSHB 7 would do this. It 
incorporates notification procedures from other states which 
have proven effective and cost efficient. It provides strong 
incentives to buy insurance or find alternative modes of 
transportation.

Simply requiring insurance after the fact of an accident has 
not proved sufficient in this or in other states. I also 
suggest that our current financial responsibility law needs 
stricter provisions as well. This will be researched and
proposed in the near future. In any case, the law as is or
even as amended is not a strong enough incentive. Alabama 
does not have a mandatory law. It does have financial 
responsibility laws similar vo Alaska's. Deputy State 
Insurance Commissioner Tharpe Forrester noted that 30% do not 
carry insurance despite the law although, as he said, "We 
strongly encourage them to carry it."

Research on this subject will continue in an effort to 
propose additional legislation at a future date which could 
result in lower premiums. A number of states have passed 
mandatory laws and then changed other insurance provisions to 
implement no fault or a reinsurance facility or changes in 
assigned risk pooling.... BUT the mandatory law came FIRST.

That is what is proposed here. A mandatory law would be a
significant step forwara in attempting to decrease our 40% 
uninsured population. But it should be considered as one step 
in a multi-faceted approach that should be continually 
pursued after the law takes effect.

This report will be updated as additional material becomes 
available.



* Sec. 3. AS 28.10.011 is amended by adding new subsections

to read : [ (b) remains the same
add new (c)and (d)]

(c) An owner of a motor vehicle is exempt from

(b) of this section if that person submits to the Department 

a sworn affadavit as may be prescribed by the Department

declaring, under penalty of perjury, that either

(1) the motor vehicle will not be operated on a highway 

or vehicular way connected to the state highway system as 

established under AS 19.10.020 and explaining the reasons 

therefor; or

(2) the motor vehicle will be continuously garaged and 

operated outside the State of Alaska and explaining the 

reasons therefor; or

(3) the motor vehicle will be operated only within 

communities not to exceed ______  _ in population.

A person who violates a provision sworn to within such an 

affadavit is subject to penalties as provided by AS 28.10.491

(9)(B). A person required to shew proof of financial 

responsibility required by AS 28.20 may not claim this 

exemption.

(d) A person registering a motor vehicle in compliance 

with (c) of this section by signing an affadavit in lieu of

providing the department with proof of financial

responsibility shall be issued unique vehicle plates as 

provided for by AS 28.10.181 (1). When the person provides

c/fc
Page 1 line 24 r e w r i t e  to read



proof of financial responsibility for the motor vehicle as 

required in (b) of this section, the unique vehicle plates 

shall be returned and registration plates as provided for by 

AS. 28.10.161 or other provisions of AS 28.10.181 shall be 

issued to the person for the motor vehicle.

Page 2 lines 4 and 8. after "(b)" on each line add

"or (c)."

Page 2 line 23 after "person's name" add 

"pursuant to AS 28.10.011 (b) or (c)"

r

ADD NEW SECTION AFTER SECTION 5 AND RENUMBER REMAINING 
SECTIONS ACCORDINGLY

* Sec. 6 AS 23.10.181 is amended by adding a new subsection

to read: (1) Uninsured motor vehicles. A person who

registers a motor vehicle as provided for by AS 28.10.011(c) 

in lieu of AS 28.10.011 (b) shall be issued unique vehicle 

plates. When the person provides proof of financial 

responsibility for the motor vehicle as required by AS 

28.10.011(b), the person shall return the unique plates and 

shall be issued vehicle plates as provided for by AS 

28.10.161 or other provisions of this section.



P R O P O S E D  L E T T E R  OF INTENT

It is the Legislature's intent that special vehicle permits 

issued in accordance with AS 28.22.520 (c) be vnique and 

clearly distinguishable from other special permits which may 

be issued by the Department. Such permits will specifically 

explain the purpose for which they are issued.

It is further intended that the exemption allowed by AS 

28.10.011 (c) is primarily designed to apply to motorists in 

rural, less populated areas of the state in which exposure to 

potential traffic accidents and resulting liability is 

considered to be minimal. The exemption is also to apply to 

those vehicles which may be registered in Alaska but garaged 

and operated outside the State. The issuance of a special 

vehicle plate is intended to provide enforcement authorities 

with an easy method to identify potential violators of the 

mandatory insurance law should a vehicle with such plates be 

operated in areas where insurance would be required.

It is further intended, when proof of insurance is required 

for issuance of a driver's license, that such proof is not 

required if the licensee complies with AS 28.10.011 (c) in

lieu of AS 28.10.011 (b).

It is also intended that the Department initiate a public 

information program prior to the effective date of this act 

to educate Alaskans about the requirements of the law and 

potential penalties for failing to comply with the law.



T h is  w ou ld  make no changes  t o  v e h i c l e s  r e q u i r e d  t o  be 
r e g i s t e r e d  b u t  i t  w ou ld  a l l o w  an exem p tion  from  th e  
r e q u ir e m e n t  t o  show in s u r a n c e  a t  th e  t im e  o f  r e g i s t r a t i o n  o r  
t o  c a r r y  l i a b i l i t y  in s u r a n c e  a t  any t im e  i f  th e  owner w i l l  
s ig n  a sworn a f f a d a v i t  p r o m is in g  t h a t  e i t h e r  th e  v e h i c l e  w i l l
n o t  be d r i v e n  i n  co m m u n it ie s  o f  more than  ________ p e o p le
o r  t h a t  i t  w i l l  n o t  be o p e ra te d  in  the  s t a t e  o r  t h a t  i t  w i l l  
n o t  be o p e ra te d  on th e  c o n n e c te d  s t a t e  h ighw ay system . A 
v e h i c l e  r e g i s t e r e d  i n  a c c o rd a n ce  w i t h  th e  exem p t ion  w ou ld  be 
i s s u e d  u n iq u e  l i c e n s e  p l a t e s .  These u n iq u e  p l a t e s  w ou ld  be 
exchanged f o r  r e g u l a r  p l a t e s  when a v e h i c l e  i s  s u b s e q u e n t ly  
in s u r e d .  The i n t e n t  w ou ld  be f o r  e n fo rcem e n t  a u t h o r i t i e s  t o  
e a s i l y  s p o t  such  u n in s u r e d  d r i v e r s  i f  th e  v e h i c l e  was d r iv e n  
i n  a re a s  where in s u r a n c e  w ou ld  be r e q u i r e d .  I f  th e  p e r so n  
v i o l a t e s  what h e / sh e  has p rom ised  t o  do by th e  a f f a d a v i t ,  
t h a t  p e rso n  becomes s u b j e c t  t o  th e  p e n a l t i e s  a l r e a d y  in  
s t a t u t e  f o r  m ak ing  a f a l s e  s ta te m en t  t o  o b t a in  r e g i s t r a t i o n .  
And i f  cau gh t  w i t h o u t  in s u r a n c e ,  the  p e rso n  w ou ld  be s u b j e c t  
t o  th e  p e n a l t i e s  f o r  m aking a f a l s e  s ta tem en t  t o  o b t a in  
r e g i s t r a t i o n  a l r e a d y  in  law  w h ich  i s  a fe lony ,.



Alaska State Legislature

Speaker of the House of Representatives
Official Business

Pouch V'
State Capital 

Juneau, Alaska 99811 
(907) 465-3720

A p r i l  6 , 1984

To: S e n a to r  D ic k  E l i a s o n

Prom: J o e  L .  Hayes

R e : HB 7

A r e v i s e d  v e r s io n  o f  HB 7 w i l l  be d e l i v e r e d  to  you r  o f f i c e  
by noon. S in c e  we have ag reed  to  meet on Monday a t  1 p.m. 
and the  Senate  has a d jo u rn ed  u n t i l  2 p.m. Monday, you may 
want t o  in fo rm  th e  Sena te  S e c r e t a r y ' s  o f f i c e  o f  th e  m eeting  
t im e  so t h a t  i t  may be p o s te d .  I w i l l  announce the  m eet ing  
t im e  on the  House f l o o r  as w e l l .

T h a n k s .



Alaska State Legislature

Speaker of the House of Representatives
Official Business

Pouch V 
State Capitol 

Juneau. Alaska 99811 
(907) 465-3720

MEMORANDUM

June 1 7 , 1983

To: S e n a to r  D ic k  E l i a s o n
Chairman
Senate  Labor^arid Comrjerce Committee

From: J e f f  Day
A s s i s t a n t / t i o  the  Speake r

R e :_______ Response t o  te s t im o n y  r e g a r d in g  HB 7

| On June  1 6 , B i l l  Brown t e s t i f i e d  t h a t  he f e l t  t y in g  d r i v e r ' s  
l i c e n s e  renew a l to  p r o o f  o f  in s u ra n c e  wou ld  be burdensome and 

 ̂ t h a t  no o th e r  s t a t e s  had adop ted  t h i s  p ro ce d u re .
R esea rch  i n d i c a t e s  a t  l e a s t  two s t a t e s  w h ich  have en ac ted  
laws in  the  p a s t  4 y e a rs  have added p r o v i s i o n s  r e l a t i n g  to  
l i c e n s e s .  These a re  Montana and L o u is ia n a .  A d d i t i o n a l l y ,  
s e v e r a l  s t a t e s  have a l s o  r e q u i r e d  p r o o f  o f  in s u ra n c e  t o  be 
shown a t  th e  t im e  o f  v e h i c l e  i n s p e c t i o n s .  These in c lu d e  
D e law are , F l o r i d a ,  Utah and New J e r s e y .

1IB 7 does n o t  e n a c t  the e f f e c t i v e  d a te  r e l a t i n g  t o  the  
l i c e n s e  p r o v i s io n s  u n t i l  J an u a ry  1985 w h ich  a l lo w s  bo th  the  
t im e f o r  DMV to  p re p a re  the  com puters  t o  c r o s s  r e f e r e n c e  
r e g i s t r a t i o n s  and l i c e n s e s  and the  t im e  t o  e d u ca te  th e  p u b l i c  
as  to  what in f o r m a t io n  w i l l  be r e q u i r e d  a t  th e  t im e  l i c e n s e  
renew a l i s  n e c e s s a r y .  S in c e  l i c e n s e s  a re  renewed o n ly  e ve ry  
f i v e  y e a r s ,  t h i s  i s  a m in im a l in c o n v e n ie n c e  f o r  th e  p u b l i c  
b u t  i t  adds one more check  t o  a s su re  the  p eo p le  a re  in  
c o m p lia n ce  w i t h  th e  law w h ich  w i l l  remove a f a r  s i g n i f i c a n t  
in c o n v e n ie n c e  from the  p u b l i c . . t h e  u n in su re d  d r i v e r .

Mr. Brown a l s o  r e f e r r e d  to  th e  f a c t  t h a t  the  c o u r t  system  
m igh t be in u n d a te d  w ith  h e a r in g s  and t r i a l s .  However, a 
l e t t e r  to  R e p r e s e n t a t iv e  W a lt  Fu rnace  from  K a r la  F o r s y t h ,  
G e n e ra l  C ou n se l to  the  A la s k a  C o u r t  System s ta te d :

I t  i s  d i f f i c u l t  to  q u a n t i f y  the  im pac t on th e  c o u r t ,
p a r t i c u l a r l y  s in c e  the  Departm ent o f  Law b e l i e v e s  th e re
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w i l l  be no f i s c a l  im pac t  on i t s  o p e r a t io n s .  However, any 
new h e a r in g s  w i l l  add t o  the  a l r e a d y  c o n s id e r a b le  
w o rk lo a d  o f  th e  d i s t r i c t  c o u r t ,  p a r t i c u l a r l y  in  
Ancho rage , and may r e q u i r e  a d d i t i o n a l  j u d i c i a l  and 
c l e r i c a l  r e s o u r c e s ,  d epend ing  on th e  vo lume o f  ca se s  
f i l e d .

The p o in t  i s  t h a t  Departm ent o f  Law has c o n t i n u a l l y  su b m it te d  
a z e ro  f i s c a l  n o te .  As i t  r e g a rd s  the  needs f o r  more p e o p le  
a t  DMV o f f i c e s  a round  th e  s t a t e ,  th e  Departm ent o f  P u b l i c  
S a fe t y  has r e q u e s te d  no a d d i t i o n a l  s t a f f  t o  h an d le  d r i v e r ' s  
l i c e n s e s  o r  r e g i s t r a t i o n s  as a r e s u l t  o f  th e  p roposed  
l e g i s l a t i o n .

There  i s  no o b j e c t i o n  t o  p roposed  amendments w h ich  wou ld  
a l l o w  the  Departm ent t o  de f i n e  m o b i le  home bv d e f i n i t i o n o r  ^ 
t o  s p e c i f i y  t h a t  a p e rso n  c i t e d  f o r  f a i l u r e  t o  p ro v id e  
in s u ra n c e  may do so p r i o r  t o  th e  s ch ed u le d  c o u r t  a p p e a ra n ce . C-S 
The o n ly  p o t e n t i a l  lo o p h o le  " 'there  i s  i f  th e  c o u r t  appea rance  
i s  2 months a f t e r  th e  is s u a n c e  o f  a c i t a t i o n .  A r e a s o n a b le  
t im e s h o u ld  be a l lo w e d  t o  p rove  t h a t  a p o l i c y  was i n  e f f e c t  
a t  th e  t im e  tne  c i t a t i o n  was is s u e d  b u t ,  i n  my o p in io n ,  no 
lo n g e r  than  two weeks. An e a r l i e r  v e r s io n  o f  the  b i l l  
p roposed  b days and, i t ' s  f e l t  t h a t  t im e  i s  adequate  and 
p a r a l l e l s  o th e r  s t a t e s '  p r o v i s io n s  f o r  t h i s  a c t i o n .

F i n a l l y ,  w h i le  th e re  i s  some d is p u t e  as to  how many u n in su re d  
m o to r i s t s  a re  d r i v i n g ,  th e  e s t im a te s  range from  11 to  40%. A 
re v ie w  o f  a c c id e n t  r e p o r t s  f o r  two y e a rs  i n d i c a t e d  abou t 20% 
o f  th o se  in v o lv e d  were n o t  in s u r e d .  T h is  i s  s im i l a r  to  the  
p e rc e n ta g e  in  o t h e r  s t a t e s  w h ich  have s u c c e s s f u l l y  en a c ted  a 
m andatory law and reduced  t h a t  p e rc e n ta g e  to  5% based on the  
re v ie w  o f  a c c id e n t  r e p o r t s .  I t ' s  f e l t  t h a t  even i f  the  
u n in su re d  p o p u la t io n  i s  c l o s e r  t o  20% than 40%, t h i s  
l e g i s l a t i o n  i s  s t i l l  n e c e s s a ry .

Response t o  w r i t t e n  te s t im o n y  by M ic h a e l  L e s sm e ie r

In  g e n e r a l ,  most o f  Mr. L e s s m e ie r ' s  c o n t e n t io n s  have been 
responded  to  in  p r e v io u s  memos on t h i s  s u b je c t  and I would 
encou rage  you to  r e f e r  t o  them r a t h e r  than  r e p e a t in g  th e  same 
s ta te m en ts  h e re .

The w r i t t e n  te s t im o n y  i s  b a s i c a l l y  a v e rb a t im  t r a n s c r i p t  o f  
the  p u b l i c  r e l a t i o n s  k i t  p u b l i s h e d  by th o se  com panies 
o pp o s in g  such l e g i s l a t i o n .  The re  a re  no new argum ents, and 
th o se  t h a t  a re  p re se n te d  can be r e fu t e d  by th e  r e s e a r c h  w h ich  
has been p r e s e n t e '  t o  you ir» p r i o r  memos.
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M r. L e s sm e ie r  says  M a s s a c h u s e t t s  has a 10- 15% u n in su re d  
p o p u la t io n ,  y e t  th e  r e s e a r c h  by t h i s  o f f i c e  i n d i c a t e d  t h a t  
DMV o f f i c i a l s  t h e re  f e l t  i t  was down to  5%.

The c o s t  f i g u r e s  a re  m is le a d in g  s in c e  o t h e r  s t a t e s  w h ich  have 
spen t  o v e r  a m i l l i o n  d o l l a r s  t o  e n fo r c e  the  law  have as many 
as ten  t im e s  th e  number o f  v e h i c l e s  A la s k a  h a s .  The 
p o t e n t i a l  o f f s e t t i n g  c o s t s  o f  reduced  G e n e ra l  R e l i e f  M e d ic a l  
c a r e  payments a re  a l s o  n eve r  m en t ioned .

W h i le  i t  was n eve r  s t a t e d  t h a t  com pu lso ry  in s u ra n c e  w ou ld  c u t  
down on the  number o f  i n j u r i e s  o r  a c c id e n t s ,  i t  has been 
p roven  t h a t  th e  number o f  u n in su re d  p e rso n s  in v o lv e d  in  
a c c id e n t s  w i l l  d e c r e a s e . . th u s  a l a r g e r  number o f  th o se  
a c c id e n t  v i c t im s  w i l l  be com pensated.

The comments r e l a t i n g  to  premium r a t e s  a re  m is le a d in g  and I 
have p ro v id e d  c o u n te r  s ta te m en ts  in  p r e v io u s  memos. The 
argument t h a t  such  a law i s  u n f a i r  t o  low  income p e rso n s  may 
be u s e f u l  as an e m o t io n a l  b a r g a in in g  c h ip ,  b u t  t h e r e ' s  
c e r t a i n l y  no argument t h a t  low  income p e o p le  d r i v e  any b e t t e r  
than  m oderate income p e o p le  and thu s  s h o u ld  n o t  have to  
s h o u ld e r  the  same r e s p o n s i b i l i t y  as m oderate income p e r s o n s .

The o b j e c t i o n s  t o  i n s t i t u t i n g  ONLY p r o v i s i o n s  f o r  u n in su re d  
and u n d e r in s u re d  in s u ra n c e  have been summarized p r e v i o u s ly .  A 
m ajor d i f f e r e n c e  between t h a t  app roach  and t h a t  o f  HB 7 , i s  
t h a t  th e  i n s u r e r s  app roach  does n o th in g  to  p r o v id e  p u b l i c  
p r o t e c t i o n  by s e e in g  t h a t  p e o p le  a re  in s u re d  b e fo r e  an 
a c c id e n t  happens. To le a v e  the  c u r r e n t  law  in  p la c e  w it h o u t  
the  p r o v i s io n s  o f  HB 7 means p e o p le  o n ly  have t o  become 
r e s p o n s ib le  a f t e r  th e y  have been in v o lv e d  in  an a c c id e n t .

cc :  S en a to r  John  S a c k e t t
S e n a to r  P a t  Rodey 
S e n a to r  Bob M u lcahy  
S en a to r  F r i t z  P e t t y jo h n  
S en a to r  Jo e  Jo seph son
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80 % of La. Motorists 
Predicted to Have 
L ia b ility  by July 1

n >  1 ‘ A l ' l .  A T K I N S O N  

A  l o p  o l f i r i a l  o f  t h e  I  n u m a n a  S l a t e  

I n i u r a r x - r  R a t i n g  O i m m i t k i M ]  p r e d i c t !  

t h a t  n e a r l y  * 0  j - e ' i e n t  o l  t h e  j t a t r i  

m m w u u  M i l l  h a v e  r h c i r  i n q u i r e d  a u t o  

l i a b i l i t y  i m u r a r i c r  by t h r  J » l y  I e n  

f u r  c e m e n t  d  i d l i / v a

1 1 1 ’ W a l k e r ,  a d m i n l u r a t u c  f o r  t h e  

r a r i n g  c u r n i n l m u f l  w h i c h  k e e p !  a l l  

m t u i a n c r  f e i l n  i r - i  M i d  h e  r i p i - c t i  * i  

m a n y  a i  4 0 0  0 0 0  r > c w  p o l i r i r i  t o  b e  t o l d  

I r o r n  A p r i l  I I n  J u l y  I

I I  I  h  i n  g  i  c o n t i n u e  a t  I h r t  a r r  

g o i n g  "  h r  c u d  i n  a  w e e k e n d  I n t e r v i e w .

« r  o i l l  h a v e  7 5  | * o r .  e n t  t o  8 0  | w t r e n t  

o l  t h e  v e h i c l e s  r o s e r e d  b )  l i a b i l i t y  

I m u r a n .  e  b y  J u l y  I  "

W a l k e r  t e i d  a l * * * u l  S S  j x - r v r n l  o l  t h e  

v r h i f l n  w e r e  i n ' u i r d  o n  A p r i l  I  i n d i -  

i  a l i r . g  I h r  r r . i i - n r  i r>c c r a v e

l i e  * a * d  t i m e  a r r  a n  r M u n a t r d  2  4 

m i l l i o n  n h i r l n  a n d  ' t h e  w a y  t h n . g i  

a i r  g o i n g  j u v l  o v e r  I 9  m i l l i o n  s h o u l d  

l »  m v u i r d  b y  J u l y  I  "

M r a n w h i l r .  t h e  d a t e  J * o l i r r  a r r  g r  a t  

m g  u p  I n  l * r g m  m l o i i i  r t i r n t  n f  t h e  n e w  

l a w  i n  J u l y  

l a i o v  M a c  a i d  a v v t v t a n l  w r r r l s t y  o l  

I h e  t l l l n r  o l  M o t o r  V e h i c l e s  o l  t h e  I > e -  

l - a i i m e n t  o l  f ' u b l i r  S u l r l y  r a i d  t h a t  

U g m n i n g  J u l y  I b o  n l l u e  w i l l  t * e g i n  

i ' > e « k i n g  r » e r y  o n e  o l  t h e  e s t i m a t e d  

I b i O O O  a c r i d e M !  a  y e a r  t o  d e i r r r m n e  

a l u i h  v r h i t l r i  r a i n e d  t h e  r e q u i r e d  l i -  

a h , I l l y  i n v u r a h *  e

I I  i t  i a  f o u n d  a  v e h i c l e  o w n e r  d , - ~ v n i  

h a t e  l i a b i l i t y  i n i u u r w r  H a v a r d  r a i d  

h r  l a i n  i u ' , . m i n e r  o f  h i t  d r i v e r ' s  l i -  

u n w  l o r  a t  t r a i l  i n  t n n n l h t  a n d  a n a -  

p e n n o n  o l  l i  1 1  h i  n  I  n  r  v e h i c l e  

r < ( i v i r a l m f

l l a t a i d  v a i d  h r  h a t  t , r a r d  f r o m  I l n u r  

a l l *  i  . { I  n i s  t l i e )  a r r  d o i n g  a  b o o m i n g  

t * w i i o r . i  a n d  I n '  a i d *  r t j a f i i  S O  | * r r c r n t  

i  i i u i p l i a o r r  w i t h  t h e  l a w  h i  J u l y  I 

M n  V i r g i n i a  M o r g a n  r l u r l  l i l r  

l i n k  l i K  I h r  g e n e r a l  i n i u r k h f r  v e f t i o n

a t  l i e  r a t i n g  r o m m l i i l o c i ,  u i d  t h a t  t h e  

w o r k l o a d  h a i  ' ' I n c T e a i e d  U r n . e t i d o u k -  

l y '  i n  t h r  l a t t  t w o  n * o n t h a  S b r  t a l d  

t h e y  a r r  h a n d l i n g  a b o u t  2 5  f > c r r e n t  

m o r e  p o l i n r j  a  d a y  

" W e  h a v e  m i n e  c l r r k i  r o m l r . g  i n  a t  7  

i n  t h e  m o r n i n g  b c r a u v e  t h e y  w a n t  t o  

c a t c h  u p , - ' v a i d  M n  M o r g a n  

l l a v a r d  u i d  t h a t  t o  l a r  t h e  D e p a r t ­

m e n t  o f  l * u b l t c  S a f e t y -!  5 1  2 4  m i l l i o n  

b u d g e t  l o r  t h e  1 9 7 J 1 9 7 0  f i s c a l  y e a r  

I w g m n t n g  J u l y  I  u  i n t a c t  w i t h  t h r  

a p p r o p r i a t i o n !  b i l l  n o w  i n  t h e  S e n a t e  

T h e  f u n d i n g  w i l l  p r o v i d e  f o r  t h r  h i r ­

i n g  o f  6 5  n e w  p e r v m n e l .  m o i l  o l  I l * r m  

t o  l* e  r  r v o k  a t i o n  o f l i r r n ,  b e  u i d  

H a v a r d  u i d  t h e  m a i n  m f o r r e m m t  

l i - o l  f o r  h i t  o f f i c e  w i l l  c o m e  t h r o u g h  

c h r c k m g  a l l  l ) . e  K 5 . 0 M  a r r i d r n t i  H e  

u i d  r r p o r i a  o l  U . r  a r c i d r n t i  w i l l  b e  r e -  

r e i v e d  a n d  t h r  o w n e r  o l  r a c h  v e h i c l e  

w i l l  t <  i < n t  a  n o U c e  a i k i r g  f o r  I n s u r ­

a n t  r  i n l o r  i r . a t r o o  

0 : * r e  I h n  n  r r l u t o e d  b y  I h m e  i n  t h e  

a r r i d r n t i  t h e  i r . i u r a n r e  e o m p a r n a  

w i l l  !*»  < i t e d  i l  t h e  ; < C ' l i c i n  w r t r  i n  

f o u e  S h o u l d  t h e  i n t u r a n c r  r r x n p a r . i r l  

t r l l  h i s  o l l i r e  t h e r e  w - i  n o  i n s u r a n c e ,  

t h r  v e h i c l e  o * i e r  w i l l  t i e  n o t i h r d  b e  

w i l l  t <  g i v e n  a n  o p p o r t u n i t y  l o r  a  

b e a r i n g

'  W e  k n o w  t h e  i m u r a r w e  c t x n p a m e i  

r a n  m a k e  a  m u ' . a k e  a l i o , ”  u i d  l l a ­

v a r d  O n r r  I t  u  r o o r l u v l v e l y  d e t e r -  

m i c r d  t h e r e  w a i  n o  i n i u r a r * c e  a n d  t h e  

v e h i c l e  o w n e r  l a l t l f i r - d  t h e  i n f o r m a ­

t i o n .  H a v a r d  u i d  b n  o f l i t  r t i  w i l l  m o v e  

i n  t o  p i c k  u p  t h e  d r i v e r  i  l i r r n a e  

H a v a r d  U i d  v e h i c l e  o w n e r t  w i l l  a l v o  

h a i r  t o  c e r t i f y  t h e y  h a v e  l i a b i l i t y  

m t u t a n r r  w h e n  t h e y  g r t  t h e n  u f e t y  t o -  

t j a e l i o n v  a n d  w h e n  t h e y  g r t  a  m o t o r  

v e h i c l e  l i r e r . v e  " S o  t h e y  w i l l  h a v e  t o  

r r r u l y  t h u  t h e r e  l u t . e s  i n  t w o  y e a r * , ”  

l a i d  l l a t  a r d  

I I . -  a d m i t t e d  t h a t  o l l i n a l i  i n  t h i a  i n  

i l a n r r  w i l l  l* e  b a v i r a l l y  t a k i n g  t h e i r  

w o r d  "

H u t  b e  u i d  t h e  I d e a  of r e q u i r i n g  aa 
i n s u r a n c e  I D  r a i d  p r o p o u n d  e a r l i e r  h i »  

b e e n  a n a p p e d  a i  l o o  r o s i l y .  “ W e r #  

t b - a t  h u  t a - c n  t r i e d  e l x w t . r f t  i t  tauaT 
w o r k e d . "  I*e  u id  " Y o «  h a v e  d e t e r i o r a ­

t i o n  a n d  t h e  i n s u r a n c e  r o m p a n l n  J u r t  

p a i s  t h e  r t * t  o f  I h t a  o o  L o m e r e * v e d  

r a i n  "

H a v a r d  l a i d  t h e r e  w i l l  I * *  p e r i o d i c  

i p o t  c h e c k !  b ;  c w n p u t r r i  l o  a c e  t h a t  

v e h i c l e  o w n e r !  a r e  c o m p l y i n g  w i t h  live 
l a w

n*r l a w  p r o v i d e s  t h a t  v e h i c l e  o w r w - n  

m u l t  h a v e  l i a b i l i t y  c o v e r a g e  o f  1 5  0 0 4  

( o r  , ' n j u r y  l o  o n e  | e i u *  o r  $ 1 0  0 0 0  lor 
t w »  , t r  m e r e  a n d  1 5 , 0 0 0  l o r  | < o j e r t y  

d  a  | r  o r  e U e  s h o w  o t h e r  f i n a n c i a l  r « ^  

a i  u t i l i t y



finer Affairs
T.unt.) ('.azcttc, Juno 9 , 1979

L i a b i l i t y  l a w  i n  e f f e c t

now fer July (licenses
B )  M M  U R S M N  

O f  T h e  G a i r t t e  S t a f f

M u s t  m o t o r i s t ' .  w i t h o u t  l i a b i l i t y  i n s u r -

i i u v  m i l l  n o  J o n g e  h e  s b l e  t o  r e n e w  U w u  c a n  

l i i v l i v e i  01 o h l a i r  n e w  l i c e n s e  p U t e « .

Y e l l o w s t o n e  C o u n t y  T r e a s u r e r  M a y  J e n ­

k i n s  M i d  K r i d r . y  t h a t  r a r  o w n e r s  a p p l y i n g  ( o r  

J u h  l i c e n s e  r  n c w a l s  w i t h o u t  p r u o l  o (  t i a h i l -  

■ l i  w i l l  b e  tu >  t i e d  a * a y  f r o m  t l i e  l i c e n s e  p l a t e  

l i n e ,  i n  ' l i e  i \  i r t h o u s t

T h e  m .  r d a l u r j  i n i u r  a n r e  m e a i u r e .

p . n - r d  b )  l i e  l e g i s l i l u r e .  g o e s  i n t o  r l l e e t  

J u h  I

D o t  M r s  J e n k i n .  u  m l o r u n g  D i e  l a w  

r u m  I n e a u i e  J u l y  I t r i w v c  r e n e w  a l l  a r r  b e i n g  

n . a d e  n o w

I  ' . i t  I h i a s i l l  c h i e !  a s s i s t a n t  a '  o r n e y  g e n -  

e r  a t  i n  l l e l i  n o .  v o i d  i t  u  l e g a l  t o  r - q u i r e  p r o o f

u l  i i n u i a i n e  o n  I n  e r n e s  d u e  a t *  i  t h e  e f l r c *

i i w  d a t e  n l  t h e  l a * ,  e v e n  t h u u g . .  t h a t  d a l e  u  

t h r e e  w i i ' k v  ( * > ;

M u  J , . l m i  s a i d  t h a t  i f  e n f o r c e m e n t

w e r e  n o t  a l l o w e d  n o w .  e a r  o w n e r i  b u y i n g  

J u l y  l i c e n s e s  w o u l d  h a v e  l o  b e  t o l d  t o  r o m e  

b a d  n e x t  m o n t h .

M i n i m u m  i r u u i a n c e  r t - t j u u r n K - n t a  ( o r  i l l  

v e h i c l e s  a r e  l a . W O  l i a b i l i t y ,  g i O . O O O  m e d i c a l  

a n d  p i . 0 0 0  p r o p e r t y  d a m a g e .

T h e  e a s i e s t  w a y  a  m o t o r i s t  r a n  p r o v e  h e  

t u s  D i e  r r q u u r d  I n s u r a n c e  i s  t o  p r e s e n t  i  

r o p y  o l  h i s  ( l o l i c y  w h e n  h e  a p p ' . i e *  l o r  a  n e w  

o r  r e n e w e d  l i c e n s e ,

_  O t h e r  p r o o t s  t h a t  w i l l  b e  a e v e p f r d  a r e  ■ 

r r r l i l i c a t e  o f  l i a b i l i t y  s t a t e m e n t ,  a  m e m o r a n ­

d u m  I r o r n  a n  i n s u r a n c e  a g e n t ,  a n  i n s u r a n c e  

i d c n t i l i r a l l o n  c a r d ,  a  p i e m i u m  p a y m e n t  r e ­

c e i p t  o f  a n  a p p l i c a t i o n  o r  h i n d e r .

" A b s o l u t e l y  n o  l i c e n s e s  w i l l  b e  i s s u e d  t |  

n o  p r o o f  o f  i n s u r a n c e  i s  s h o w n , "  M r s  J e n ­

k i n s  s a i d

T h e  I r e a s u i e r  a l v o  w a r n e d  m o t o r i s t s  t h a t  

t h e i r  i n s u i a n u -  m u s t  t i e  r o n l m u o u s l )  i n  e f -  

f i l l  T l v o s e  w h o  t h i n k  t l i e y  r a n  l a k e  o u t  a

p i l u )  « r k ]  d i o p  i t  i n  t h i r e  m o n t h s  w i l l  h e  i n  

c i u l a t i o n  o l  t l i e  l a w , "  s i *  s a i d

A n y  m o t o r i s t  c a u g h t  w i t l i o u l  i n s u i a n c e  

a l t e r  h a v i n g  o h l a m r d  a  l i c e n s e  w i l l  t i e  g u i l t y  

o l  a  n i i i d i - m c a n o r . a c c o r d i n g  l o  t l i r  n e w  l a w  

M o t o r c y c l e s ,  v r h i r l r x  p r o | > e l l c d  b y  a u s i l -  

l a r y  p u w e r .  a n d  g o v e r n m e n t  a g e n c y  v e h i c l e s  

a n -  r t e m p i  I r o r n  t h e  i n s u r a n c e  l e c j u i r e m e n t  

M r s  J e n k i n i  s a i d  t h e  M o t o r  V e h i c l e  D e ­

p a r t m e n t  a h e a d )  h a s  h a d  t o  t u r n  a w a y  " a  

l e w  ”  l i c e n c e  a p p l i c a n t s  b e c a u s e  D i e y  m o l d  

m i l  p i  l i v e  I h c - y  h a v e  i n s u r a n c e .

T i n -  n e w  l a w  i s  a  g o o d  o n e .  M r s  J e n k i n s  

v a i d  h u t  v l i r  ( h i e s  ( K i t  l i k e  ( h e  t i u i d c n  u l  I t  

l n - m g  p l a c e d  o n  m u n t )  t i r a i u i r r s  D e m a n d ­

i n g  p i o o t  o f  i n s u r a n c e  a n d  n o t i n g  I t  o n  l e g  

i s l i a l m n  l o r r n s  w i l l  r e q u i r e  n v u e  p a j a - r w o r k  

a n d  i  a t i v e  l o o g  l i n e s  a g a i n . "  s t i r  s a i d

I ' n l l l  w c -  g e l  t h e  p r o b l e m s  w o r k e d  o - i v ,

I h o p e  l l n -  p u b l i c  w i l l  b e  s y m p a t h e t i c  -  w r y  

p a l i .  n t  w i t h  u s , "  M r s  J r n k i m  s a i d  " I t ' s  I h e  

l a w . t o  w e  i i a v r  i i i  d o  I t  "

M i s  J e n k i n s  a n n o u n r e d  s i s  o l h c r  

i h a  i g e v  i n  l i c e n s i n g  ( h a t  g o  i n t o  e f f o r t  J u l y  1 

• rin- h e r  f i l i n g  l i e  w i l l  h e  l a i v e d  l i o m  

I n  ( 1  w h i l e  t h e  i i - g i s i i a l i o n  l i e  w i l l  g o  u p

I I  V r h n  l e v  w e i g h i n g  m o r e  t h a n  2 . 8 b O  | > o u m t s

w i l l  l o s t  1 1 2  w h i l e  t h o s e  u n d e r  t h a t  w e i g h t  

w i l l  c o s t  1 7

•  C o u n t y  d e s i g n a t i o n  s t i c k r n  w i l l  I <  i s ­

s u e d  l o r  j «  i s o r . a l u e d  p l a i n  a s  s o o n  a s  l i v e  

s t a t e  p t c p a f e s  t h e  d i v a l s  T l w s e  s l s c i c r s  m u s t  

I k - p l a c r d  n o  l i v e  u p j a - r  l e f t  h a n d  c o r n e l  o f  

t h e  p l a t e

•  f ’ r n o n a h r e d  p l a t e s  w i l l  t> e  m o e d  o n  I  

s t a g g e r e d  t v a i n  j u s t  a s  n u m e r i c a l  p l a i n  arr 
n o w  i v c u e d  M i n t i n g  j i e r s o n a h r r d  p l a i n  w i l l  

r e m a i n  o n  a  r a l c - n d a r - y e a r  b a s i s ,  I m v r e v e r .

•  M o j » d s  w i l l  b e  d e l e t e d  b o m  t h e  

r n o l n r c y c l e  l a w  H o o v e  B i l l  6 1 9 .  r a i l e d  t h e  

" M o j s d  I t e h e l  A r t , "  w i l l  a l l o w  m o j i e d i  I n  h e  

r i d d e n  o n  D i e  s t r e e t s  w i t h o u t  l e g u l r a t i a n ,  

t i t l e  o r  l a i n

•  S j v c i i j I m o b i l e  j i l a l n  w i l l  l i a v e  a  g i a c e  

i k - ( i o c |  t o  K r b  I I  o l  e a c h  y e a r  S j - e c u l  m o b i ­

l e s  a r e  c i m s t r u i i i n n  e q u i p m e n t  u s e d  p n m a -  

r i l v  o n  j o b  s i t e s  b u t  u s e  t h e  r o a d s  l o  m o v e  

b u m  M i r  t o  s i t e  P l a i n  l o r  t h r s e  v e h i c l e s ,  i n  

t h e  p a s t ,  h a d  l i i  t - e  i c i i r w t d  o n  D i e  f i r s t  o f  

t l i e  y e a r  a n d  l i u  g i a t s -  p c  n o d  w a s  a l l o w e d

•  A n  i n d i v i d u a l  w i l l  h e  a b l e  t o  t r a n s f e r  

o n e  s e t  o l  ( d a l e s  t u - t w e e n  t w o  v e h i c l e s  w h i l e  

M i l l  o w n i n g  I m D i I t c g i s t f  a t i n n  l e r l  w i l l  e r a s e  

o n  t h e  l u s t  v e l m  l r  u | « > n  l i a n c l e r



» v ifciska State Legislat#e

Speaker of the House of Representatives
Official Business

Pouch V 
Stale Capitol 

Juneau. Alaska 99811 
(907) 465-3720

May 2 9 , 1983

To: S e n a to r  D ic k  E l i a s o n
S e n a to r  John  S a c k e t t  
S e n a to r  P a t  Rodey 
S e n a to r  F r i t z  P e t t y j o h n  
S e n a to r  Bob M u lcah y  I
S e n a to r  J o e  J o se p h so n  /

From: Rep. J o e  Hayes ( v L v l
S p ea ke r  o f  th e  HouseOiAy

Re:_____HB 7 . .  A u to  L i a b i l i t y  I n s u ra n c e

T h is  b i l l  r e q u i r e s  p r o o f  o f  in s u r a n c e  t o  be shown a t  the  
t im e  o f  v e h i c l e  r e g i s t r a t i o n  & ren ew a l o f  r e g i s t r a t i o n .  I t  
a l s o  r e q u i r e s  d r i v e r s  s e e k in g  a l i c e n s e  t o  show p r o o f  o f  
in s u r a n c e  on v e h i c l e s  th e y  own and o p e ra t e  in  the  s t a t e .
One e s t im a te  i n d i c a t e s  4 0 % o f  A l a s k a ' s  m o t o r i s t s  a r e  u n in ­
su re d .  T h i s  b i l l  i s  s i m i l a r  t o  law s  p a ssed  in  o v e r  30 o t h e r  
s t a t e s  and have had a l a r g e  im pac t  in  r e d u c in g  th e  number o f  
u n in s u r e d  d r i v e r s .  I  have p r o v id e d  the  L a b o r  and Commerce 
Com m ittee w i t h  a d d i t i o n a l  m a t e r i a l  on th e  p r o v i s i o n s  o f  th e  
b i l l  i n  a n t i c i p a t i o n  o f  th e  com m ittee  h e a r in g .

The f o l l o w i n g  a re  th e  a rgum en ts  t h a t  a re  t y p i c a l l y  u sed  in  
o p p o s i t i o n  t o  t h i s  l e g i s l a t i o n .  My s t a f f  has  been c o n d u c t­
in g  e x t e n s i v e  r e s e a r c h  on t h i s  b i l l .  T h i s  memo i s  o f f e r e d  
as  a summary o f  t h a t  r e s e a r c h .  F u r t h e r  d e t a i l s  can  be found  
in  the  m a t e r i a l s  p r o v id e d  t o  th e  com m itte e .

ARGUMENT:
A co m p u lso ry  in s u r a n c e  law  w i l l  f o r c e  prem iums t o  i n c r e a s e  
a t  l e a s t  1 0% and p o s s i b l y  r,ore.

ANSWER:
R esea rch  has  shown t h a t  in s u r a n c e  o f f i c i a l s  i n  o t h e r  s t a t e s  
w i t h  c o m p u ls o ry  law s  w i l l  n o t  say t h a t  c o m p u lso ry  in s u r a n c e  
has a d i r e c t  e f f e c t  on r a i s i n g  r a t e s .  The N a t i o n a l  C o n f e r ­
ence  o f  S t a t e  L e g i s l a t u r e s  was asked  to  s u p p ly  in f o r m a t io n  
on t h i s  q u e s t i o n .  A l e g i s l a t i v e  r e s e a r c h  r e p o r t  from  O h io



p o in t e d  o u t  t h a t  c o m p a r in g  co m p u lso ry  and n o n -co m p u ls o ry  
s t a t e  r a t e s  i s  m i s l e a d in g  s in c e  th e  f a c t o r s  w h ich  d e te rm in e  
r a t e s  d i f f e r  i n  e v e r y  s t a t e .  I n f l a t i o n  a lo n e  w i l l  cau se  
r a t e s  t o  i n c r e a s e .

T j  q uo te  th e  O h io  R e s e a r ch  R e p o r t :

" I t  i s  d i f f i c u l t  t o  d e m o n s t ra te  how co m p u lso ry  automo­
b i l e  in s u r a n c e  a f f e c t s  a u to m o b i le  in s u r a n c e  r a t e s .  D ata  
was made a v a i l a b l e  t o  us from  N a t io n w id e  I n s u ra n c e .  
W h i le  i t  i s  p o s s i b l e  t o  p o i n t  o u t  t h a t  B o s to n ,  w h ich  i s  
i n  a c o m p u ls o r y  s t a t e ,  has h ig h e r  r a t e s  than  C le v e la n d ,  
w h ich  i s  i n  a non c o m p u ls o ry  s t a t e ,  i t  i s  h i g h l y  
s p e c u l a t i v e  t o  a t t r i b u t e  th e  d i f f e r e n c e  i n  r a t e s  
betw een  t h e s e  two c i t i e s  s o l e l y  t o  th e  p re s e n c e  o f  
c o m p u ls o ry  in s u r a n c e  i n  M a s s a c h u s e t t s  and i t  ab sence  in  
O h io .  The m a jo r  re a s o n  f o r  t h e  s p e c u l a t i v e  n a tu r e  o f  
such  an a n a l y s i s  i s  th e  v e ry  com p lex  i n t e r p l a y  o f  th e  
many v a r i a b l e s  t h a t  a f f e c t  th e  e s t a b l i s h m e n t  o f  a r a t e  
such  as;

The i n f l u e n c e  o f  i n f l a t i o n  and th e  c o s t  o f  l i v i n g  i n  a 
p a r t i c u l a r  a r e a .

The r a t e  f i l i n g  law .

The p e r m i s s i b l e  r a t e  c l a s s i f i c a t i o n s .  (Some s t a t e s  do 
n o t  a l l o w  prem ium s t o  be d e c id e d  on th e  b a s i s  o f  gender 
o r  age f o r  e xam p le .

S t a t e ' s  have  d i f f e r e n t  a u to m o b i le  in s u r a n c e  s t a t u t e s  in  
g e n e r a l  w h ic h  c r e a t e  d i f f e r e n t  d e t e r m in a t io n s  o f  r a t e s .

The S t a t e  o f  I l l i n o i s  has c o n d u c te d  numerous r e s e a r c h  
r e p o r t s  on t h i s  t y p e  o f  l e g i s l a t i o n .  L a s t  y e a r ,  th e  I l l i ­
n o i s  L e g i s l a t i v e  R e s e a r ch  C o u n c i l  exam ined  a l l  s t a t e s  w i t h  a 
co m p u ls o ry  law  and c o n c lu d e d :

" S t a t i s t i c a l l y  i t  i s  v e r y  d i f f i c u l t  t o  l i n k  co m p u lso ry  
i n s u r a n c e ,  o n l y  one o f  many f a c t o r s  c o n t r i b u t i n g  t o  th e  
c o s t  o f  i n s u r a n c e ,  t o  in c r e a s e d  prem ium c o s t s .  Compar­
in g  th e  i n c r e a s e  o f  in s u r a n c e  prem ium s b e f o r e  and a f t e r  
p a ssag e  o f  a c o m p u ls o ry  in s u r a n c e  law  i s  n o t  a r e l i a b l e  
i n d i c a t i o n  o f  th e  a f f e c t s  o f  c o m p u ls o ry  in s u r a n c e  on 
in s u r a n c e  r a t e s ,  m a in ly  becau se  i n f l a t i o n  r a t e s ,  a 
p r i n c i p a l  f a c t o r  i n  in s u r a n c e  r a t e s ,  d i f f e r  from  ye a r  
t o  y e a r .  T h u s ,  a m a jo r  in c r e a s e  a f t e r  th e  p a s sa g e  o f  a 
c o m p u ls o ry  in s u r a n c e  law  may be l i n k e d  to  a m a jo r  
i n c r e a s e  i n  t h e  i n f l a t i o n  r a t e . "  (emph. added)
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P a g e  3

I t  s h o u ld  be n o te d  t h a t  t h i s  c o n c lu s i o n  was s t a t e d  i n  a 
s tu d y  p re p a r e d  by th e  N a t i o n a l  A s s o c i a t i o n  o f  In d ep e n d en t  
I n s u r e r s . . .  t h e  same o r g a n i z a t i o n  th e  in s u r a n c e  i n d u s t r y  
l o b b y i s t s  a r e  q u o t in g  as  a d e f i n i t i v e  s o u r c e  i n  an a t te m p t  
t o  p ro ve  c o m p u ls o ry  in s u r a n c e  w i l l  r a i s e  r a t e s .  What th e  
in s u r a n c e  l o b b y i s t s  f a i l  t o  m en t ion  i s  t h a t  th e  s tu d y  a l s o  
w arns t h a t  i t s  a p p ro a ch  i n  d e t e r m in in g  r a t e  d i f f e r e n c e s  may 
be s u b je c t e d  t o  c r i t i c i s m  b e cau se  o f  p o s s i b l e  " f l a w s "  i n  th e  
app roach  th e  a s s o c i a t i o n  u sed .

Some i n s u r e r s  c o n t a c t e d  i n  A la s k a  s t a t e d  t h a t  r a t e s  s h o u ld ,  
i n  f a c t ,  d e c l i n e  s in c e  th e  u n in s u r e d  premium s h o u ld  lo w e r  as 
a r e s u l t  o f  more in s u r e d  d r i v e r s  on th e  road  w h ich  l e s s e n  
th e  p o t e n t i a l  l i a b i l i t y  c l a im  cau se  by u n in s u r e d  d r i v e r s .

Nevada h a s  a m anda to ry  law .  I n s u ra n c e  C o m m iss io n e r  Dan 
Heath  n o te d ,  "R a te  in c r e a s e s  a re  a r e f l e c t i o n  o f  t h e  n a t i o ­
n a l  economy. The m andato ry  law  s h o u ld  b r i n g  a p r i c e  down­
tre n d  f o r  p r e f e r r e d  c u s to m e r s . "

New J e r s e y  h as  a co m p u ls o ry  law . New J e r s e y  I n s u ra n c e  
C om m iss ione r  James Sheeran  summed up th e  re a so n  f o r  r a t e  
h ik e s  by n o t i n g ,  " U n r e le n t in g  i n f l a t i o n  i n  th e  c o s t  o f  
h o s p i t a l  and m e d ic a l  b i l l s  and a u to  r e p a i r  and r e p la c e m e n t  
i s  th e  cau se  o f  h ig h e r  r a t e s . "

I n s u ra n c e  o f f i c i a l s  i n  Wyoming, O regon and Idaho  w ere  
c o n t a c t e d  i n  t h e  p a s t  week t o  comment on r a t e  i n c r e a s e s  
f o l l o w in g  r e c e n t  enac tm en t o f  m andato ry  l i a b i l i t y  in s u r a n c e  
law s .

Wyoming I n s u r a n c e  D i v i s i o n  spokeman, L a r r y  E l  son , who i s  i n  
ch a rg e  o f  r e v ie w in g  r a t e  f i l i n g s  f o r  a u to  in s u r a n c e  
com pan ie s ,  s a id  he f e l t  th e  c o m p u ls o ry  law  had no e f f e c t  on 
prem ium s. He added t h a t  he b e l i e v e d  th e  in s u r a n c e  com pan ie s  
d i d n ' t  even  c o n s i d e r  th e  law  when f i l i n g  r a t e s .  He s a id  th e  
i n c r e a s e s  c o u ld  be a t t r i b u t e d  t o  i n f l a t i o n  and i n c r e a s i n g  
s e v e r i t y  o f  a u to  a c c i d e n t s .

Idaho  I n s u ra n c e  D i v i s i o n  spokesman D ic k  Cook s a id  i t  w ou ld  
be d i f f i c u l t  t o  say  i f  th e  m anda to ry  law  had an e f f e c t  o f  
i n c r e a s i n g  r a t e s ,  b u t  he b e l i e v e d  i t  was n o t  a m a jo r  c o s t  
f a c t o r  w i t h  in s u r a n c e  co m p an ie s .

O re g o n 's  D epu ty  in s u r a n c e  C o m m is s io n e r ,  Bob M i l l e r ,  s a id  he 
was v e ry  s k e p t i c a l  t h a t  th e  law  had any e f f e c t  on r a i s i n g  
r a t e s .  He a l s o  n o te d  t h a t  th e  p o p u la t i o n  o f  O r e g o n 's  
a s s ig n e d  r i s k  p o o l  has been d e c r e a s in g  o v e r  s e v e r a l  y e a r s  t o  
where i t  now has  a b ou t  200 p e o p le  i n  i t .  He adds t h i s  
d e c re a se  comes from  th e  a v a i l a b i l i t y  o f  a r e s o n a b ly  p r i c e d  
p ro d u c t .



P a g e  4

I t  s h o u ld  be n o te d  t h a t  A l a s k a ' s  D iv i s o n  o f  I n s u r a n c e  sa y s  a 
m andato ry  law  w i l l  i n c r e a s e  th e  p o p u la t i o n  o f  th e  a s s ig n e d  
r i s k  p o o l  t h u s  r a i s i n g  e v e r y o n e 's  r a t e s .  O r e g o n 's  
e x p e r ie n c e  i s  i n  d i r e c t  c o n t r a s t .

The 1982 A la s k a  D i v i s i o n  o f  I n s u r a n c e  r e p o r t  s t a t e d ,  " W h i le  
th e  p o p u la t i o n  ( o f  th e  p o o l)  c o n t in u e s  t o  d e c r e a s e  th e  
d i v i s i o n  f e e l s  t h a t  many in s u r e d s  b e in g  p la c e d  i n  t h e  p la n
c o u ld  be w r i t t e n  by com pan ie s  on a v o lu n t a r y  b a s i s . "  I t
may be s u g g e s te d  t h a t  th e  D i v i s i o n  s h o u ld  u n d e r ta k e  
in c r e a s e d  e f f o r t s  t o  d e p o p u la te  th e  p la n  w i t h  o r  w i t h o u t  a 
m andato ry  law . The 1982 r e p o r t  made one s u g g e s t io n  as  t o  
how t h i s  may be a c c o m p l is h e d .  T h a t  was a r e q u i r e m e n t  t h a t  
a g e n ts  g iv e  in s u r e d s  a b ro c h u re  e x p l a i n i n g  t h e  p la n  and 
a d v i s i n g ,  by s h o p p in g ,  t h a t  th e y  may f i n d  com pan ie s  w i l l i n g  
t o  w r i t e  v o l u n t a r i l y  a t  lo w e r  r a t e s  o r  w i t h  im p roved
co ve rag e  and b e t t e r  s e r v i c e .  I t ' s  n o t  knowr w h e th e r  th e
D i v i s i o n  has  im p lem en ted  such  a p r o c e d u r e .
The in s u r a n c e  i n d u s t r y  a l s o  makes t h i s  p o in t .:

R a te s  among th e  v a r i o u s  f i f t y  s t a t e s  can  be  w id e l y  
d i f f e r e n t  b e cau se  o f  v a r i a t i o n s  i n  th e  c o s t  o f  r e p a i r s ,  
m e d ic a l  c a r e ,  w ea th e r  c o n d i t i o n s  and o t h e r  f a c t o r s  as 
p o p u la t i o n  d e n s i t y  and t r a f f i c  c o n g e s t io n .

The A la s k a  D i v i s i o n  o f  I n s u r a n c e ,  i n  a F e b r u a r y  7 memo t o  
S e n a to r  J o se p h so n  n o te d  t h a t  a number o f  s t a t e s  had r e c e n t l y  
a dop ted  m anda to ry  in s u r a n c e  la w s  and , g e n e r a l l y , in s u r a n c e  
r a t e s  had r i s e n  on an a v e ra g e  o f  te n  p e r c e n t .  The memo d id  
n o t  s p e c i f y  w hat m ig h t  have cau sed  t h e  r a t e  i n c r e a s e s  such  
as i n f l a t i o n .  B u t ,  i t  must be n o te d  t h a t  i n f l a t i o n ,  a lo n e ,  
h as  in c r e a s e d  th e  c o s t  o f  goods and s e r v i c e s  o v e r  t e n  p e r ­
c e n t  i n  th e  p a s t  few  y e a r s .  T h a t  memo w ent on t o  s t a t e :

" J u s t  what th e  im p a c t  w ou ld  be on t h i s  s t a t e  i s  n o t  
known and t h e r e  i s  no ad eq u a te  way o f  d e t e r m in in g  the  
im p a c t  s in c e  t h e r e  i s  n o t  a s i n g l e  s o u r c e  t o  w h ic h  t o  
go f o r  an e v a lu a t i o n .  T h e re  i s  a w id e  d i v e r s i t y  o f  
r a t e s  d e p e n d in g  on th e  i n s u r e r  p r o v i d i n g  t h e  c o v e ra g e  
and th e  r e c o r d  o f  th e  d r i v e r . "

T h i s  s ta te m e n t  f u r t h e r  c o u n t e r s  th e  a rgum ent t h a t ,  b a sed  on 
o t h e r  s t a t e s  e x p e r ie n c e s ,  one can  c o n c l u s i v e l y  say  r a t e s  
w i l l  r i s e  i f  a c o m p u ls o ry  law  i s  p a s s e d .  O th e r  s t a t e s  w o n ' t  
c o n f i r m  t h a t ,  and A l a s k a ' s  D i v i s i o n  o f  I n s u r a n c e  c o u ld  n o t  
d e f i n i t e l y  s t a t e  t h a t  r a t e s  w ou ld  i n c r e a s e .  A p re p o n d e ra n c e  
o f  th e  e v id e n c e  and r e s e a r c h  s u g g e s t s  t h a t  e n a c tm e n t  o f  a 
c o m p u lso ry  law  w i l l -  n o t  have  th e  d i r e c t  e f f e c t  o f  r a i s i n g  
r a t e s .  To say  t h a t  i t  w i l l  i s  a m i s l e a d in g  a t t e m p t  t o  
d i s c r e d i t  t h i s  l e g i s l a t i o n  and s i m i l a r  l e g i s l a t i o n  i n  o t h e r  
s t a t e s .



P a g e  5

The 1982 a n n u a l  r e p o r t  from  th e  A la s k a  D i v i s i o n  o f  I n s u r a n c e  
c o n c lu d e d  by s a y in g :

"We w i l l  c o n t in u e  o u r  e f f o r t s  t o  a s s u r e  t h a t  a u to  
in s u r a n c e  r a t e s  i n  A la s k a  a re  n e i t h e r  e x c e s s iv e ,  

n ad e q u a te  n o r  u n f a i r l y  d i s c r im i n a t o r y . "

I t  i s  e x p e c t e d  t h a t  th e  D i v i s i o n  w ou ld  f o l l o w  t h a t  
s ta te m e n t  a f t e r  p a s s a g e  o f  t h i s  l e g i s l a t i o n .

ARGUMENT:
T h i s  law  c a n ' t  be  e n f o r c e d  w e l l  enough t o  make i t  e f f e c t i v e  
and has  n o t  made m a jo r  im p a c t s  i n  th e  number o f  u n in s u r e d  
d r i v e r s  i n  o t h e r  s t a t e s .

ANSWER:
S im i l a r  law s  h a ve  s i g n i f i c a n t l y  r e s u l t e d  i n  more i n s u r e d  
d r i v e r s .  N o r th  C a r o l i n a ' s  law ,  unde r  w h ich  HB 7 i s  m ode led ,  
i n  p a r t ,  has  a c h ie v e d  a 2- 3 % u n in s u r e d  p o p u la t i o n .  O regon  
has re d u ce d  u n in s u r e d  d r i v e r s  from  1 4% t o  6%. O r e g o n 's  
f i g u r e s  a r e  b a s e d  on a c c i d e n t  r e p o r t s .  The u n in s u r e d  f i g u r e  
f o r  A p r i l  1983 was a b o u t  4 . 3%. L o u is i a n a  had 3 5% u n in s u r e d  
b e fo r e  th e  law  was e n a c t e d .  By th e  t im e  th e  law  w en t i n t o  
e f f e c t  t h a t  was down t o  2 0% and d e c r e a s in g .  M in n e s o ta  now 
has a 5 % u n in s u r e d  p o p u la t i o n .  New J e r s e y  i s  4 p e r c e n t .  New 
Y o rk  and M a s s a c h u s e t t s  a r e  down t o  5 % u n in s u r e d ,  ^ here  a re  
many more e x a m p le s .

I F  THE LAW IS  AS IN EFFECTIVE  AS THE INSURANCE INDUSTRY WOULD 
L IKE  US TO B E L IE V E ,  WHY HAVE 32 STATES ADOPTED SUCH A LAW 
AND NONE ARE SEEKING TO REPEAL IT ? ? ?

ARGUMENT:
O f f e r i n g  u n in s u r e d  and u n d e r in s u r e d  in s u r a n c e  w ou ld  be  
ch ea p e r  and s t i l l  p r o t e c t  th e  r e s p o n s ib l e  d r i v e r .

ANSWER:
T h is  method p l a c e s  more f i n a n c i a l  bu rden  on th e  a l r e a d y  
in s u r e d  d r i v e r  and i t  does  n o t  a d d re s s  th e  a t te m p t  t o  g e t  
th e  i r r e s p o n s i b l e  d r i v e r  o f f  th e  r o a d .  A l s o  i f  a p e d e s t r i a n  
who m igh t  n o t  d r i v e  and th u s  n o t  have in s u r a n c e  i s  h i t  by 
a n o th e r  p e r s o n  w i t h o u t  in s u r a n c e ,  th e  v i c t im  has  no r e c o u r s e  
t o  r e c o v e r .  T h i s  b i l l  m andates o f f e r i n g  o f  such  in s u r a n c e  
as p a r t  o f  th e  p ro g ram , n o t  i n  l i e u  o f  m andato ry  i n s u r a n c e .
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ARGUMENT:
P e o p le  w i l l  buy in s u r a n c e  t o  com p ly  w i t h  th e  r e g i s t r a t i o n  
la w  and c a n c e l  th e  n e x t  day t h w a r t in g  th e  a t tem p te d  law .

ANSWER:
T h i s  b i l l  has  a m echan ism  t h a t  r e q u i r e s  i n s u r e r s  t o  n o t i f y  
DMV o f  c a n c e l l a t i o n s  o n ly  i n  th e  f i r s t  6 months a f t e r  a 
p o l i c y  i s  i s s u e d .  T h i s  i s  th e  l e a s t  c o s t l y  and m ost e f f e c ­
t i v e  way t o  s o l v e  t h i s  p ro b lem . I t  has worked in  o t h e r  
s t a t e s  and even  t h e  in s u r a n c e  i n d u s t r y  a g re e s  i t  i s  t h e  most 
e f f e c t i v e  way t o  s o l v e  t h i s  p ro b le m . A March  2 7 , 1981 memo
t o  t h e  A la s k a  D i v i s i o n  o f  M o to r  v e h i c l e s  from  R o b e r t  F i t c h ,  
S e c r e t a r y  o f  t h e  A l l - I n s u r a n c e  I n d u s t r y  Com m ittee on M o to r  
V e h i c l e  A d m in i s t r a t i o n  s t a t e d :

" In  te rm s o f  c a n c e l l a t i o n  n o t i c e s , . a g a in , e x p e r ie n c e  
has  i n d i c a t e d  t h a t  r e p o r t i n g  o n ly  c a n c e l l a t i o n s  o c c u r ­
r in g  w i t h i n  t h e  f i r s t  s i x  m on ths , i s  th e  most e f f e c t i v e  
p ro c e d u re  a t  t h e  l e a s t  c o s t  t o  ^he d ep a r tm en t .  T h i s  
goes  a lo n g  way to w a rd  p ic ?  Ang up th o se  p e o p le  who buy 
in s u r a n c e  o n ly  lo n g  enough t c  r e g i s t e r  a c a r  and then  
p ro m p t ly  c a n c e l  t h e  c o v e r a g e . "

The bu rden  i s  o n l y  on t h e  i n s u r e r s  f o r  6 months b e ca u se  
r e s e a r c h  has  i n d i c a t e d  t h i s  i s  where  th e  p rob lem  p e o p le  a r e .  
HB - 7  a d o p ts  t h a t  e n fo r c e m e n t  m echan ism .

ARGUMENT: !
The c u r r e n t  f i n a n c i a l  r e s p o n s i b i l i t y  law  i s  s u f f i c i e n t  t o  
see  t h a t  p ro b le m  d r i v e r s  a re  i n s u r e d . .

ANSWER:~
The law  does  n o t  r e q u i r e  in s u r a n c e  c o v e ra g e  u n t i l  a f t e r  
someone has  been i n v o l v e d  i n  an a c c i d e n t .  O th e r  s t a t e s  had 
v e r y  s im i l a r  la w s  and ch o se  i n s t e a d  t o  go t o  a c o m p u ls o ry  
law  b e cau se  th e  FR law  was n o t  e f f e c t i v e .  The D e c la r a t i o n  
o f  P u rp o se  i n  o u r  c u r r e n t  s t a t u t e s  s t a t e s :

"The l e g i s l a t u r e  d e te rm in e s  t h a t  i t  i s  a m a t te r  o f  
g ra v e  c o n c e rn  t h a t  m o t o r i s t s  be f i n a n c i a l l y  r e s p o n s i b l e  
f o r  t h e i r  n e g l i g e n t  a c t s  so t h a t  in n o c e n t  v i c t im s  o f  
m oto r v e h i c l e  a c c i d e n t s  may be recom pensed f o r  t h e  
i n j u r y  and f i n a n c i a l  l o s s  i n f l i c t e d  upon them ."

I f  t h a t  i s  a l e g i s l a t i v e  g o a l ,  why i s  f i n a n c i a l  r e s p o n s i b i l ­
i t y  r e q u i r e d  o n l y  a f t e r  someone has become th e  v i c t i m  o f  a 
m o to r  v e h i c l e  a c c i d e n t ?  I f  t h i s  r e q u i r e m e n t  i s  deemed 
ad eq u a te  a f t e r ' t h e  f a c t ,  why n o t  bet\. e the  f a c t  as w e l l ?
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ARGUMENT:
The c o s t  o f  t h i s  law  t o  a d m in i s t e r  and e n f o r c e  i s  t o o  h ig h  
and u n r e a s o n a b le .

ANSWER:
The c o s t  o f  uncom pensated  d e a th ,  i n j u r y ,  p r o p e r t y  damage i s  
t o o  h ig h  t o  t o l e r a t e  any l o n g e r .  Com pute rs  have made a d m in i­
s t r a t i o n  o f  t h i s  law  r e l a t i v e l y  q u i c k  and c o s t  e f f i c i e n t .

The D epartm en t o f  H e a l t h  and S o c i a l  S e r v i c e s  n o te s  i n  a May 
25 memo, t h a t

"The S t a t e  o f  A la s k a  does  pay a s i g n i f i c a n t  amount o f  
p u b l i c  a s s i s t a n c e  f o r  i n d i v i d u a l s  who have been  i n j u r e d  
by u n in s u r e d  a u to m o b i le  ow ners  o r  d r i v e r s  who a r e  
d e te rm in e d  t o  be l i a b l e  t o  th e  i n j u r e d  r e c i p i e n t . "

The memo p o i n t s  p u t  f i v e  exam p les  o f  a c c i d e n t s  w h ich  
o c c u r r e d  i n  th e  p a s t  2 y e a r s  i n v o l v i n g  u n in s u r e d  m o t o r i s t s .  
These  5 a c c id e n t s  r e s u l t e d  i n  payment o f  $4 0 0 , 0 0 0  i n  m e d ic a l  
a s s i s t a n c e  w i t h  f u t u r e  amounts unknown b e cau se  o f  a l a c k  o f  
i n s u r a n c e  w h ich  w ou ld  have o t h e r w is e  have  p a id  most o f  t h e s e  
c o s t s .

Thus th e  b i l l  may a c t u a l l y  r e s u l t  i n  a d e c r e a s e d  e x p e n d i t u r e  
o f  fu n d s  i n  a n o th e r  p o r t i o n  o f  th e  b u d g e t .  In  one r e s p e c t ,  
t h i s  l e g i s l a t i o n  may a c t u a l l y  save  th e  s t a t e  money.

ARGUMENT:
W o u ld n ' t  a n o - f a u l t  law  e n s u r e  t h a t  v i c t im s  were a d e q u a t e ly  
com pensated  w i t h o u t .c r e a t i n g  an e n fo r c e m e n t  bu rden  o r  a need 
f o r  a c o m p u ls o ry  law ?

ANSWER:
No f a u l t  became p o p u la r  i n  t h e  m id - 7 0 ' s  b u t  has  s in c e  
d e c l i n e d  i n  p o p u l a r i t y .  I n  1980 Nevada became the  f i r s t  
s t a t e  t o  r e p e a l  i t ' s  no f a u l t  law . B u t  i t  r e t a in e d  i t s  
m andato ry  l i a b i l i t y  law  and i s  now w o rk in g  t o  s t r e n g th e n  i t .  
The re  i s  n o t  c o n c lu s i v e  e v id e n c e  t h a t  a no f a u l t  law  w i l l  
lo w e r  r a t e s .  Not one s t a t e  w h ich  has  adop ted  n o - f a u l t  i s  
c o n s id e r e d  t o  have a p u re  n o - f a u l t  la w .  Some r e q u i r e  a 
c o m b in a t io n  no f a u l t / l i a b i l i t y  p rog ram . I t  must a l s o  be 
r io ted  t h a t  most o f  th e  s t a t e s  w h ich  have  no f a u l t  la w s  a l s o  
have m andato ry  in s u r a n c e  la w s .  In  some c a s e s ,  m anda to ry  
in s u r a n c e  law s  were a d o p ted  i n  s t a t e s  and o n ly  f o l l o w e d  
y e a r s  l a t e r  by a d o p t io n  o f  a no f a u l t  c o n c e p t .  I f  t h e r e  i s
s u p p o r t  f o r  a no f a u l t  law ,  i t  s h o u ld  be c o n s id e r e d .  B u t  i n
no way s h o u ld  t h a t  s u p p o r t  l e s s e n  th e  need t o  e n a c t  t h e
m andato ry  p rogram  p ro p o se d  i n  HB 7 a t  t h i s  time.::}
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R e p r e s e n t a t i v e  R u s s e l l  K o w a ly sh yn  (D) from  P e n n s y lv a n ia  
summed up one f a l l a c y  i n h e r e n t  i n  no f a u l t  in s u r a n c e  by 
s t a t i n g :

"One o f  th e  sad  i r o n i e s  o f  th e  n o - f a u l t  law  i s  t h a t  
t h o s e  who ig n o r e  i t  by f a i l i n g  t o  o b t a in  in s u r a n c e  a re  
p r o t e c t e d  anyway and t h e  c o s t  o f  the  p r o t e c t i o n  i s  p a id  
by t h o s e  who a re  l e g a l l y  i n s u r e d . "

W h i le  I  have  n o t  r u l e d  o u t  th e  c o n c e p t  o f  p ro p o s in g  a no 
f a u l t  law  f o r  A la s k a ,  r e s e a r c h  shows i t  i s  an a rea  t h a t  
r e q u i r e s  more s tu d y  a t  t h i s  t im e .  However, I  am c o n v in c e d  
t h a t  a c o m p u ls o ry  law  p ro p o s e d  i n  HB 7 i s  n e c e s s a r y  now and 
w i l l  a c c o m p l i s h  a m a jo r  g o a l  o f  r e d u c in g  th e  u n in s u r e d  
m o t o r i s t  p o p u l a t i o n .

My s t a f f  a s s i s t a n t ,  J e f f  Day, h as  c o m p i le d  e x t e n s iv e  r e ­
s e a r c h  on t h i s  s u b j e c t  and i s  a v a i l a b l e  t o  d is c u s s  th e  i s s u e  
w i t h  you o r  a s t a f f  member a t  any t im e .  P le a s e  f e e l  f r e e  t o  
c a l l  h im  w i t h  any q u e s t i o n s  you may have . I wou ld  a l s o  
en co u rag e  you t o  re a d  t h e  r e p o r t  I  d i s t r i b u t e d  r e c e n t l y  on 
a u to  in s u r a n c e .  I t  p r o v id e s  a d d i t i o n a l  i n f o r m a t io n  t o  
supp lem en t w hat has  been  s t a t e d  i n  t h i s  memo.

Thanks  f o r  y o u r  c o n s i d e r a t i o n ,  and I hope you w i l l  a c t  
q u i c k l y  and f a v o r a b l y  on t h i s  l e g i s l a t i o n .

\j*/
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The f o l l o w in g  a re  o f f e r e d  as amendments t o  v e r s io n  1 o f  th e  
p rop osed  LC s u b s t i t u t e  f o r  HB 7 .

£
* Page •? L in e  V i
B e fo re  th e  word " a c c e s s i b l e "  add " o n ly "

7 3

* Page 32 L in e  ^  add new s e c t i o n  (d)

(d) A p e rso n  who r e g i s t e r s  a m otor v e h i c l e  in  

c o m p l ia n ce  w it h  (c) o f  t h i s  s e c t i o n  by s ig n in g  an a f f a d a v i t  

i n  l i e u  o f  p r o v id in g  the  d epa rtm en t w i t h  p r o o f  o f  f i n a n c i a l  

r e s p o n s i b i l i t y  s h a l l  be i s s u e d  u n iq u e  v e h i c l e  p l a t e s  as 

p ro v id e d  f o r  under AS 2 8 . 1 0 . 1 8 1 (1 ) .  When the  p e rson  p r o v id e s  

p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  th e  motor v e h i c l e  as 

r e q u i r e d  in  (b) o f  t h i s  s e c t i o n ,  th e  u n iq u e  v e h i c l e  p l a t e s  

s h a l l  be r e tu r n e d  and r e g i s t r a t i o n  p l a t e s  as p ro v id e d  f o r  

unde r  AS. 2 8 . 10. 161  o r  o t h e r  p r o v i s i o n s  o f  AS 2 8 . 10. 181  s h a l l

be is s u e d  t o  the  pe rson  f o r  th e  m otor v e h i c l e .

-7 t
Page ^  L i  ne -2^ a f t e r  (b) add " o r  (c:)"*

7  / O
* Page 22 L i n e -2-7 a f t e r  (b) add " o r  (c) "

7  / /  / o
Page iL L in e  ftd- Add new s e c t i o n  -6* and renumber f o l l o w in g*

s e c t i o n s .

* Sec . 6 . AS 2 8 . 1 0 . 131  i s  amended by a d d in g  a new 

s u b s e c t io n  t o  read :



(c) A p e r so n  r e g i s t e r i n g  a v e h i c l e  unde r  AS 

2 8 . 1 0 . 0 1 1 (c) may be i s s u e d  a tem p o ra ry  p e rm it  by the  

depa rtm en t t o  o p e ra te  o r  t r a n s p o r t  th e  m otor v e h i c l e  in  a r e a s  

o t h e r  than  th o s e  t o  w h ich  th e  v e h i c l e  i s  r e s t r i c t e d  under  AS

2 8 . 1 0 . 0 1 1  (c) i f  th e  v e h i c l e  i s  t o  be moved o r  d r iv e n  o n ly  

f o r  th e  p u rp o se  o f  m a in te n a n ce ,  r e p a i r ,  r e b u i l d i n g  o r  

d is m a n t l i n g .  A p e r so n  a p p ly in g  f o r  t h i s  p e rm it  s h a l l  p r o v id e  

adequa te  e v id e n c e  to  th e  d e p a r tm e n t  t h a t  th e  v e h i c l e  w i l l  be 

o p e ra te d  o n ly  f o r  th e  p u rp o s e s  f o r  w h ich  th e  p e rm it  may be 

g r a n te d .  A p e rm it  g r a n te d  u nd e r  t h i s  s u b s e c t io n  i s  e f f e c t i v e  

f o r  no more than  30 d a y s .

f &  / /

THE CURRENT SECTION BECOMES SECTION-?-:..
FOLLOWING THIS NEW SECTION <£-//. ADD A NEW SECTION-8- and 
renumber f o l l o w in g  s e c t i o n s  / 2_

* Sec .  8 . AS 2 8 . 1 0 . 1 8 1  i s  amended by a d d in g  a new

s u b s e c t io n  t o  read :

(1) U n in su re d  m otor v e h i c l e s .  A p e rso n  who r e g i s t e r s  a

motor v e h i c l e  under  AS. 2 8 . 1 0 . 0 3 1 (c) in  l i e u  o f  AS

2 8 . 1 0 . 0 1 1 (b) s h a l l  be i s s u e d  u n iq u e  v e h i c l e  p l a t e s .  When th e

p e rso n  p .ides p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  the

motor v e h i c l e  as r e q u i r e d  by AS 2 8 . 1 0 . 011  ( b ) , the  pe rson

s h a l l  r e t u r n  the  u n iq u e  p l a t e s  ai<d s h a l l  be . issued v e h i c l e

p la t e s  under AS 2 8 . 1 0 . 1 6 1  o r  o t h e r  p r o v i s i o n s  o f  t h i s

s e c t i o n .

4  '
Page 3 L in e  L8* a f t e r  "name" i n s e r t  " under AS 2 8 . 10. 011  (b)

o r  ( c ) "
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MEMORANDUM

June  9 , 1983 

To:

F r o m :

R e :

S e n a to r  D ic k  E l i a s o n  
Cha irm an
Sena te  Labo r  and Commerce

Rep. Joe  Hayes 
Speake r  o f  th e  House

HB 7 . . Au to  I n s u ra n c e

K

The f o l l o w i n g  a re  p roposed  amendments to  a d d re s s  the  q u e s­
t i o n s  r a i s e d  r e g a r d in g  s p e c i a l  v e h i c l e s  and custom  p l a t e s .

PAGE 14 L INE  14 a f t e r  th e  word "p e rso n "  add new sen te n ce

The dep a r tm en t  s h a l l  r e t a i n ,  f o r  a p e r io d  n o t  e x ce e d in g  one 
y e a r ,  s p e c i a l  v e h i c l e  p l a t e s  as d e f in e d  by A S . 2 8 . 1 0 . 181 
tu rn e d  in  unde r  t h i s  s e c t io n  and r e i s s u e  th e  i d e n t i c a l  p l a t e s  
t o  the  p e rso n  in  a c co rd a n ce  w it h  t h i s  s e c t i o n .

o p t io n  2

ADD NEW SECTION

Sec . 2 8 . 2 2 . 5 2 5  VEHICLE EXEMPTION V e h i c l e s  r e g i s t e r e d  
a s  d e f in e d  by AS. 2 8 . 1 0 . 181  (b) a re  exempt from  the  p r o ­
v i s i o n s  o f  t h i s  c h a p te r .

THE HAS THE EFFECT OF EXEMPTING HISTORIC VEHICLES FROM THE 
MANDATORY INSURANCE LAW. CONSIDERING THERE ARE PROBABLY FEW 
OF THESE TYPE VEHICLES. THIS MAY BE A MORE CONVENIENT 
SOLUTION.



S en a to r  D ic k  E l i a s o n  
June  9 , 1983 
Page 2

I  have a l s o  a t t a c h e d  a l i s t  o f  com m u n it ie s  i n  S o u th e a s t  
A la s k a  w h ich  w ou ld  be a f f e c t e d  by t h i s  b i l l .  The m andato ry  
au to  in s u r a n c e  p r o v i s i o n s  a r e  r e q u i r e d  t o  be f o l lo w e d  by 
v e h i c l e s  w h ich  must be r e g i s t e r e d  in  the  s t a t e .  By c u r r e n t  
d e f i n i t i o n  v e h i c l e s  w h ich  a r e  n o t  c o n n e c te d  t o  th e  h ighw ay 
system  a re  exempt from  r e g i s t r a t i o n  and t h i s  law .

John B a te s  from  th e  D epa rtm en t o f  T r a n s p o r t a t io n  has p r o v id e d  
th e  l i s t  o f  co m m u n it ie s  and i n  d i s c u s s i o n  w i t h  my s t a f f  no ted  
t h a t  v i r t u a l l y  a l l  a r e a s  n o r t h  and West o f  F a i r b a n k s  w ou ld  
n o t  be s u b j e c t  t o  th e  p r o v i s i o n s  o f  th e  b i l l .  A l s o ,  s im p ly  
because  a v i l l a g e  o r  town has  a s t a t e  m a in t a in e d  road  does  
n o t  mean i t  i s  c o n n e c te d  t o  t h e  s t a t e  h ighw ay  system . There  
must be a p h y s i c a l  c o n n e c t io n  by th e  m a r in e  h ighw ay o r  o t h e r  
roadway t o  o b t a in  a c c e s s  t o  t h e  c o n n e c te d  h ighw ay system . I 
b e l i e v e  t h i s  d e f i n i t i o n  i s  th e  b e s t  com prom ise i n  d e t e r m in in g  
w h ich  co m m u n it ie s  a re  a f f e c t e d .  A d d i t i o n a l l y ,  i t  must be 
no ted  t h a t  th e  in s u r a n c e  d i v i s i o n  has s t a t e d  t h a t  th e  p ro d u c t  
o f  in s u r a n c e  i s  r e a d i l y  a v a i l a b l e  and a t  w hat i t  c o n s id e r s  t o  
be r e a s o n a b le  r a t e s .  I do n o t  b e l i e v e  t h e r e  w ou ld  be d i f f i ­
c u l t y  f o r  th o se  p e r s o n s  i n  more rem ote a r e a s  t h a t  w ou ld  f a l l  
under th e  p r o v i s i o n s  o f  t h i s  law  to  o b t a in  r e a s o n a b ly  p r i c e d  
in s u r a n c e .

My s t a f f  has a l s o  been f o l l o w i n g  up on s ta te m e n ts  made 
th ro u g h o u t  th e  d eb a te  on t h i s  b i l l .  The in s u r a n c e  l o b b y i s t s  
no ted  t h a t  West V i r g i n i a  c r e a t e d  a p a p e r m i l l  when i t  e n a c te d  
i t s  law  two y e a r s  ago and t h a t  th e  p u b l i c  was u n d u ly  h a r -  
r a s s e d .  The t r u t h ,  a c c o r d in g  t o  th e  s u p e r v i s o r  o f  th e  I n s u r ­
ance U n i t  i n  W est V i r g i n i a ,  i s  t h a t  th e  law  r e q u i r e d  i n s u r e r s  
t o  n o t i f y  DMV 30 days  b e f o r e  a p o l i c y  was t o  c a n c e l .  In  
t u r n ,  DMV had t o  send p e o p le  l e t t e r s  w a rn in g  t h a t  i f  th e y  
d i d n ' t  pay , they  w ou ld  l o s e  t h e i r  l i c e n s e .  The in s u r a n c e  
com pan ies  w ere , i n  e f f e c t ,  u s in g  th e  DMV t o  g e t  p e o p le  t o  pay 
premiums on t im e .  In  A p r i l  o f  1982 t h a t  was changed so t h a t  
n o t i f i c a t i o n  by in s u r a n c e  com pan ie s  i s  now r e q u i r e d  w i t h i n  5 
days o f  t e r m in a t io n  o f  a p o l i c y .  T h i s  i s  somewhat s i m i l a r  t o  
what HB 7 p r o p o s e s .  The W est V i r g i n i a  DMV now r e p o r t s  t h a t  
the  law  i s  w o rk in g  w e l l  w i t h  few  p rob lem s  and has r e s u l t e d  i n  
a 95% in s u r e d  m o to r in g  p o p u la t i o n .  The in s u r a n c e  l o b b y i s t s  
d id  no t b o th e r  t o  t e l l  you t h a t  pa*, t  o f  th e  s t o r y .

The in s u r a n c e  l o b b y i s t s  a r e  a l s o  m ak ing a c a s e  t h a t  r e q u i r i n g  
the  o f f e r i n g  o f  u n in s u r e d  and u n d e r in s u re d  in s u r a n c e  f o r  
p ro p e r t y  damage and b o d i l y  i n j u r y  w ou ld  a s s u re  t h a t  r e s p o n s i­
b le  d r i v e r s  who have in s u r a n c e  a re  p r o t e c t e d .  T h i s  ap p roach  
has s e v e r a l  f l a w s .

S ena to r  D ic k  E l i a s o n
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1 . I t  does  n o th in g  t o  i n c r e a s e  th e  u n in s u re d  p o p u la t io n .  
W h i le  s t a t i s t i c s  v a r y  as  t o  how many a re  u n in s u r e d ,  i t ' s  
my o p in io n  t h a t  a l l  s t a t i s t i c s  a re  to o  h ig h  a p o p u la t io n  
o f  u n in s u r e d  m o t o r i s t s .

2 . What ab ou t  th e  c a s e  where a p e d e s t r ia n  who has no c a r  
and th u s  no in s u r a n c e  i s  h i t  by an u n in s u re d  m o to r i s t ?  
T h a t  p e d e s t r i a n  o b v io u s l y  w i l l  n o t  have u n in su re d  
m o t o r i s t  c o v e ra g e  and t h e r e  c a n ' t  be a c la im  a g a in s t  th e  
d r i v e r  o f  th e  v e h i c l e  b e cau se  he was u n in s u re d .

3 . A ssum ing  t h a t  p e o p le  w ou ld  buy u n in s u re d  and 
u n d e r in s u r e d  in s u r a n c e ,  t h i s  s im p ly  p u t s  an added 
f i n a n c i a l  b u rd en  on th o s e  a l r e a d y  t a k in g  th e  
r e s p o n s i b i l i t y  t o  p r o t e c t  th e m se lv e s .  In  e f f e c t ,  we 
w ou ld  be s a y in g  we d o n ' t  c a r e  abou t th o se  p e o p le  who 
d r i v e  w i t h o u t  in s u r a n c e  and t h a t  we d o n ' t  f e e l  i t l s 
im p o r ta n t  t o  e n co u ra g e  t h a t  th e y  ta k e  the  r e s p o n s i b i l i t y  
t h a t  comes w i t h  th e  p r i v i l e g e  t o  d r i v e .

In  e s s e n c e ,  I  b e l i e v e  m anda to ry  law s  have been s u c c e s s f u l  i n  
many o t h e r  s t a t e s  a f t e r  i n i t i a l  r e s i s t a n c e .  R ev iew in g  th e  
r e s e a r c h  c o m p i le d  by my s t a f f  has made me more c e r t a i n  o f  
t h i s  b e l i e f .  The o p t i o n s  a r e  n o t  s a t i s f a c t o r y .  I b e l i e v e  th e  
in s u r a n c e  i n d u s t r y  has  been  m is le a d in g  l e g i s l a t o r s  th ro u g h o u t  
th e  s e s s io n  on t h i s  s u b j e c t  in  an e f f o r t  to  p r o t e c t  t h e i r  own 
p r o f i t s  and t o  a v o id  a m in o r  in c r e a s e d  a d m in i s t r a t i v e  r e ­
qu irem en t  a t  th e  e xpen se  o f  th e  s a f e t y  o f  A la s k a n s .  Tha t
s tan d  and t a c t i c  i s  i n t o l e r a b l e  and I u rge  t h a t  you ad op t  HB
7 i n  s u b s t a n t i a l l y  i t s  c u r r e n t  fo rm .

c c :  S e n a to r  Jo e  Jo se p h s o n
S e n a to r  F r i t z  P e t t y j o h n  
S e n a to r  Bob M u lca h y
S e n a to r  P a t  Rodey
S e n a to r  John  S a c k e t t
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Angoon X

Craig X X

Gustavus X

Haines X X
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Hoonah X X
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Skagway X X
Sitka X X
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MEMORANDUM

June  1 8 , 1983

To: Sen. D ic k  E l i a s o n
Cha irm an
Sena te  Labor^and Commerce

From: J e f f  Day v - V - ^ X
A s s i s t a n t  ?to  th e  S p ea ke r

Re: 11B 7 . . A u to  In su ra n ce

The f o l l o w in g  a re  new p roposed  amendments to  the  House 
F in a n c e  com m ittee  v e r s io n  o f  HB 7 w h ich  a d d re s s  q u e s t io n s  
r a i s e d  r e g a r d in g  s p e c i a l  v e h i c l e s  and custom  p l a t e s .  The re  
a r e  s e v e r a l  t e c h n i c a l  amendments o f f e r e d  h e re  as w e l l .

* Page 1 L in e  23

d e le t e  " i n  AS. 4 5 . 3 0 . 100" and r e p la c e  w i t h  "by r e g u l a t i o n "

CD Page 1 l i n e  24 r e w r i t e  to  read

* Sec . 3 . AS 2 8 . 1 0 . 01 1  i s  amended by a d d in g  new s u b s e c t io n s  

t o  read  : (b) An owner o f  a motor v e h i c l e  may no t  r e g i s ' o r  

a motor v e h i c l e  in  th e  s t a t e  and may n o t  renew the  r e g i s t r a ­

t i o n  o f  a m otor v e h i c l e  in  the  s t a t e  w i t h o u t  p r o v id in g  e v i ­

dence s a t i s f a c t o r y  t o  the  depa rtm en t o f  the  e x i s t e n c e  o f  a 

m otor v e h i c l e  p o l i c y  t h a t  c o m p l ie s  w it h  AS 2 8 . 2 2 . 0 1 0  o r  a 

c e r t i f i c a t e  o f  s e l f  in s u ra n c e  t h a t  c o m p l ie s  w ith  AS 2 8 . 2 0 . 40 0  

o r  u n le s s  c a sh ,  s e c u r i t i e s  o r  a bond has been d e p o s i t e d
V



s

o r  f i l e d  w i t h  th e  d epa rtm en t upon such term s and c o n d i t i o n s  

t h a t  w i l l  p r o v id e  th e  same b e n e f i t s  a v a i l a b l e  under  a 

r e q u i r e d  m oto r v e h i c l e  l i a b i l i t y  p o l i c y .

(c) An owner o f  a m otor v e h i c l e  i s  exempt from  (b) o f  

t h i s  s e c t i o n  i f  t h a t  p e rso n  subm its  t o  the  Departm ent a sworn 

a f f a d a v i t  a s  may be p r e s c r ib e d  by the  Departm ent d e c l a r i n g ,  

under p e n a l t y  o f  p e r j u r y ,  t h a t  e i t h e r

(1 ) th e  m oto r v e h i c l e  w i l l  n o t  be o p e ra te d  on a 

h ighway o r  v e h i c u l a r  way co n ne c ted  to  th e  s t a t e  h ighw ay 

system as e s t a b l i s h e d  unde r  AS 1 9 . 1 0 . 02 0  and e x p l a i n i n g  the  

reason s  t h e r e f o r ;  o r

(2 ) th e  m otor v e h i c l e  w i l l  be c o n t in u o u s ly  garaged  

and o p e ra te d  o u t s id e  the  S t a t e  o f  A la s k a  and e x p l a i n i n g  the  

reasons  t h e r e f o r ;  o r

(3 ) th e  m oto r v e h i c l e  w i l l  be o p e ra te d  o n ly  w i t h in  

and between co m m u n it ie s  n o t  to  exceed  900 in  p o p u la t io n .

A person  who v i o l a t e s  a p r o v i s i o n  sworn to  w i t h in  such  an 

a f f a d a v i t  i s  s u b j e c t  t o  p e n a l t i e s  as p ro v id e d  by AS 2 8 . 10. 491 

(9 ) (B ) . A p e rso n  r e q u i r e d  t o  show p ro o f  o f  f i n a n c i a l  

r e s p o n s i b i l i t y  r e q u i r e d  by AS 2 8 . 20  may no t  c la im  t h i s  

exempt i o n .

(d) A p e rso n  r e g i s t e r i n g  a motor v e h i c l e  in  c o m p l ia n c e  

w ith  (c) o f  t h i s  s e c t i o n  by s ig n in g  an a f f a d a v i t  in  l i e u  o f  

p r o v id in g  th e  d ep a r tm en t  w i t h  p ro o f  o f  f i n a n c i a l  

r e s p o n s i b i l i t y  s h a l l  be i s s u e d  un ique  v e h i c l e  p l a t e s  as

- 2 -
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n

p ro v id e d  f o r  by AS 2 8 . 1 0 . 1 8 1  (1 ) .  When th e  p e rso n  p r o v id e s  

p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  th e  motor v e h i c l e  as 

r e q u i r e d  i n  (b) o f  t h i s  s e c t i o n ,  th e  u n iq u e  v e h i c l e  p l a t e s  

s h a l l  be r e tu r n e d  and r e g i s t r a t i o n  p l a t e s  as p ro v id e d  f o r  by 

AS. 2 8 . 1 0 . 1 6 1  o r  o t h e r  p r o v i s i o n s  o f  AS 2 8 . 1 0 . 181  s h a l l  be 

i s s u e d  t o  th e  p e rso n  f o r  th e  m otor v e h i c l e .

* Page 2 l i n e s  4 and 8 . a f t e r  " ( b ) "  on each  l i n e  add

* Page 2 I . ine  9

ADD MEW SECTIONS AFTER SECTION 5 AND RENUMBER FOLLOWING 

SRcftONS ACCORDINGLY

Sec 6 . AS 2 8 . 1 0. 1 3 1  i s  amended by add ing  a new s u b s e c t io n  

to  read : (d) A p e r so n  r e g i s t e r i n g  a v e h i c l e  as a l lo w e d  by

AS 2 8 . 10. 011  (e) may be i s s u e d  a tem pora ry  p e rm it  by the 

D epartm ent t o  o p e ra te  o r  t r a n s p o r t  th e  m otor v e h i c l e  i n  a re a s  

o t h e r  than  th o se  t o  w h ich  th e  v e h i c l e  i s  r e s t r i c t e d  under 

t h a t  s e c t i o n  i f  th e  v e h i c l e  i s  t o  be moved o r  d r iv e n  o n ly  f o r  

the p u rpo se  o f  m a in te n an ce ,  r e p a i r ,  r e b u i l d in g  o r  

d i s m a n t l i n g .  A p e rso n  a p p ly in g  f o r  such  a p e rm it  must 

p r o v id e  adequa te  e v id e n c e  t o  th e  Departm ent t h a t  th e  v e h i c l e  

w i l l  be o p e ra te d  o n ly  f o r  th e  p u rp o se s  f o r  w h ich  th e  pern i t  

may be g ra n te d .  Such a p e rm it  i s  e f f e c t i v e  f o r  no more than  

30 d ays .

" o r  ( c ) ."



* Sec . 7 . AS 2 8 . 1 0 . 1 5 1  i s  amended by a d d in g  a new s u b s e c t io n  

t o  read :  (4 ) a v e h i c l e  s u b j e c t  t o  AS. 2 8 . 2 2 . 5 2 0  w h ic h  i s  t o

be moved o r  d r i v e n  o n ly  f o r  th e  pu rpose  o f  m a in te n a n ce ,  

r e p a i r ,  r e b u i l d i n g  o r  d is m a n t l i n g .  Such a p e rm it  s h a l l  be 

e f f e c t i v e  f o r  30 d a y s .

Sec . 8 . AS 2 8 . 1 0 . 1 8 1  i s  amended by a d d in g  a new s u b s e c t io n  

t o  read :  (1) U n in s u re d  motor v e h i c l e s .  A p e r so n  who

r e g i s t e r s  a m oto r v e h i c l e  as p ro v id e d  f o r  by AS 2 8 . 1 0 . 0 1 1 (c) 

in  l i e u  o f  AS 2 8 . 1 0 . 0 1 1  (b) s h a l l  be i s s u e d  u n iq u e  v e h i c l e  

p l a t e s .  When th e  p e rso n  p r o v id e s  p i  o o f  o f  f i n a n c i a l  

r e s p o n s i b i l i t y  f o r  th e  motor v e h i c l e  as r e q u i r e d  by AS 

2 8 . 1 0 . 0 1 1 (b ) ,  th e  p e rso n  s h a l l  r e t u r n  th e  u n iq u e  p l a t e s  and 

s h a l l  be i s s u e d  v e h i c l e  p l a t e s  as p ro v id e d  f o r  by AS 

2 8 . 10. 161  o r  o t h e r  p r o v i s i o n s  o f  u h is  s e c t i o n .

* Page 2 l i n e  18

A f t e r  "may be i s s u e d "  D e le t e  " o r "  and i n s e r t

, renew ed , o r  r e i s s u e d  f o l l o w in g  a s u sp e n s io n  o r  r e v o c a t io n

Page 2 l i n e  23 a f t e r  " p e r s o n 's  name" add

"pursuant to AS 28.10.011 (b) or (c)"
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* Page 6 l i n e  8 AND 

Page 10 l i n e  5

a f t e r  "AS. 2 8 . 2 0 . 4 0 0 " add

"o r  u n le s s  c a s h ,  s e c u r i t i e s  o r  a bond has been d e p o s i t e d  

o r  f i l e d  w i t h  th e  d ep a r tm en t  upon such  term s and c o n d i t i o n s  

t h a t  w i l l  p r o v id e  th e  same b e n e f i t s  a v a i l a b l e  under a 

r e q u i r e d  m oto r v e h i c l e  l i a b i l i t y  p o l i c y , "

* Page 11 l i n e  11

A f t e r  " th e  c i t a t i o n "  i n s e r t  " w i t h in  5 d ays"

* Page 11 l i n e  15 

A f t e r  " i s s u e d "  add

" o r  t h a t  c a s h ,  s e c u r i t i e s  o r  a bond had been d e p o s i t e d  o r  

f i l e d  w it h  th e  d ep a r tm en t  a t  th e  t im e  th e  c i t a t i o n  was i s s u e d  

and meets c o n d i t i o n s  t h a t  w i l l  p r o v id e  the  same b e n e f i t s  

a v a i l a b l e  unde r  a r e q u i r e d  m otor v e h i c l e  p o l i c y . "



P a g e  1 1  l i n e  2 8

D e le t e  "up t o "  and i n s e r t  " n o t  l e s s  than  10 days n o r  more

than"

* Page 12 L in e  7

I n s e r t  "minimum" be fox ’ e th e  p h ra se  " p e r io d  o f  s u sp e n s io n "

* Page 12 L in e  15

I n s e r t  "minimum p e r io d  o f "  b e fo r e  the  word " s u s p e n s io n "

* PAGE 14 L INE 6 R e w r i t e  sec 2 8 . 2 2 . 5 2 0  t o  read

Sec . 2 8 . 2 2 . 5 2 0 . UNUSED MOTOR VEHICLES. (a) A pe rson  

may t e r m in a t e  o r  suspend  a m otor v e h i c l e  l i a b i l i t y  p o l i c y  

c o v e r in g  a v e h i c l e  t h a t  i s  unused . A p e r so n  e x e r c i s i n g  t h i s  

o p t io n  s h a l l  removed the  unused v e h i c l e  p l a t e s  and d e l i v e r  

them t o  the  n e a r e s t  d ep a r tm en t  o f f i c e .  E x ce p t  as p ro v id e d  in

(c) o f  t h i s  s e c t i o n ,  when th e  v e h i c l e  i s  t o  be u sed , the  

pe rson  s h a l l  p r e s e n t  e v id e n c e  s a t i s f a c t o r y  t o  the  depa rtm en t 

o f  a m otor v e h i c l e  l i a b i l i t y  p o l i c y  t h a t  c o m p l ie s  w i t h  AS 

2 8 „ 2 2 . 0 1 0  o r  a c e r t i f i c a t e  o f  s e l f  in s u r a n c e  t h a t  c o m p l ie s  

w ith  AS 2 8 . 2 0 . 4 0 0  c o v e r in g  th e  v e h i c l e  and th e  p e rso n ,  a t  

w h ich  t im e  th e  depa rtm en t s h a l l  r e i s s u e  v e h i c l e  p l a t e s  t o  the



%
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p e r s o n .  C a sh ,  s e c u r i t i e s  o r  a bond w h ich  w i l l  p r o v id e  the  

same b e n e f i t s  a v a i l a b l e  under a r e q u i r e d  m otor v e h i c l e  p o l i c y  

may be d e p o s i t e d  o r  f i l e d  w it h  the  D epa rtm en t i n  l i e u  o f  a 

m oto r v e h i c l e  l i a b i l i t y  p o l i c y  o r  c e r t i f i c a t e  o f  s e l f  

i n s u r a n c e .

(b) The d ep a r tm en t  s h a l l  r e t a i n ,  f o r  a p e r io d  n o t  t o  

ex ceed  one y e a r ,  s p e c i a l  v e h i c l e  p l a t e s  as  d e f in e d  by AS. 

2 8 . 1 0 . 1 8 1  t u r n e d  i n  unde r  t h i s  s e c t i o n  and r e i s s u e  th e  

i d e n t i c a l  p l a t e s  t o  th e  p e rso n  in  a c c o rd a n c e  w it h  t h i s  

c h a p te r .

(c) When th e  v e h i c l e  i s  to  be d r i v e n  o r  t r a n s p o r t e d  

o n ly  f o r  t h e  p u rp o se s  f o r  w h ich  r e g i s t r a t i o n  i s  n o t  r e q u i r e d  

p u r s u a n t  t o  AS 2 8 . 1 0 . 1 5 1 , th e  depa rtm en t s h a l l  i s s u e  a 

s p e c i a l  p e r m it  w h ich  s h a l l  be e f f e c t i v e  f o r  a 30 day p e r io d .  

P r e s e n t a t i o n  o f  e v id e n c e  o f  f i n a n c i a l  r e s p o n s i b i l i t y  as 

r e q u i r e d  by (a) o f  t h i s  s e c t i o n  i s  n o t  r e q u i r e d  f o r  i s s u a n c e  

o f  t h i s  s p e c i a l  p e rm it .

(d) A p e r so n  s e e k in g  a s p e c i a l  p e r m it  u nd e r  (c) o f  t h i s  

s e c t io n  must p r e s e n t  e v id e n c e  s a t i s f a c t o r y  t o  th e  d epa rtm en t 

th a t  t h e  v e h i c l e  w i l l  be o p e ra te d  o n ly  as  a l lo w e d  by AS 

2 8 . 1 0 . 1 5 1 .

* * * * * * * *
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The e f f e c t  o f  th e s e  amendments i s  t o  r e q u i r e  s u s p e n s io n  o f  
th e  d r i v e r ' s  l i c e n s e  f o r  a t  l e a s t  10 days f o l l o w in g  th e  f i r s t  
c o n v i c t i o n .  The b i l l  c u r r e n t l y  w ou ld  a l lo w  a judge  t o  n o t  
suspend  th e  l i c e n s e  a t  a l l .  The o t h e r  changes a l l o w  a judge  
th e  d i s c r e t i o n  t o  a l l o w  l im i t e d  d r i v i n g  p r i v e le g e s  
f o l l o w in g  th e  minimum su s p e n s io n  o f  a l i c e n s e  f o r  such  
a c t i v i t i e s  as w ork . The change r e g a r d in g  the  m o b i le  home 
s e c t i o n  was r e q u e s te d  by DMV to  a l l o w  i t  t o  d e f i n e  m o b i le  
home by r e g u l a t i o n .

The amendments c o n c e r n in g  the  use  o f  a s ig n e d  a f f a d a v i t  wou ld  
make no changes t o  v e h i c l e s  r e q u i r e d  t o  be r e g i s t e r e d  b u t  i t  
w ou ld  a l lo w  an e x em p t io n  from  th e  r e q u ir e m e n t  to  show 
in s u r a n c e  a t  th e  t im e  o f  r e g i s t r a t i o n  o r  to  c a r r y  l i a b i l i t y  
in s u r a n c e  a t  any t im e  i f  th e  owner w i l l  s ig n  a sworn 
a f f a d a v i t  p r o m is in g  t h a t  e i t h e r  th e  v e h i c l e  w i l l  n o t  be 
d r i v e n  in  o r  between  com m u n it ie s  o f  more than  900 p e o p le  o r  
t h a t  i t  w i l l  n o t  be o p e ra te d  in  th e  s t a t e  o r  t h a t  i t  w i l l  n o t  
be o p e ra te d  on th e  c o n n e c te d  s t a t e  h ighw ay system . A v e h i c l e  
r e g i s t e r e d  in  a c c o rd a n c e  w i t h  the  exem p t ion  w ou ld  be is s u e d  
u n iq u e  l i c e n s e  p l a t e s .  These  u n iq u e  p l a t e s  wou ld  be exchanged  
f o r  r e g u la r  p l a t e s  when a v e h i c l e  i s  s u b s e q u e n t ly  in s u r e d .
The i n t e n t  w ou ld  be f o r  e n fo rce m e n t  a u t h o r i t i e s  t o  e a s i l y  
s p o t  such u n in s u r e d  d r i v e r s  i f  th e  v e h i c l e  was d r iv e n  in  
a re a s  where in s u r a n c e  w ou ld  be r e q u i r e d .  I f  the  p e rso n  
v i o l a t e s  what h e / sh e  has  p rom ised  t o  do by the  a f f a d a v i t ,  
t h a t  p e rso n  becomes s u b j e c t  t o  the  p e n a l t i e s  a l r e a d y  in  
s t a t u t e  f o r  making a f a l s e  s ta te m e n t  t o  o b t a in  r e g i s t r a t i o n .  
P r o v i s i o n s  have been made t o  a l l o w  f o r  the  is s u a n c e  o f  a 
s p e c i a l  p e rm it  w h ich  w ou ld  a l l o w  v e h i c l e s  r e g i s t e r e d  w i t h o u t  
in s u r a n c e  t o  be moved in  a r e a s  where in s u r a n c e  i s  r e q u i r e d  as 
lo n g  as the  v e h c i l e  i s  o n ly  moved f o r  the  pu rpose  o f  r e p a i r ,  
r e b u i l d i n g ,  d i s m a n t l i n g  o r  m a in te n an ce .



P R O P O S E D  L E T T E R  O F  I N T E N T

I t  i s  th e  L e g i s l a t u r e ' s  i n t e n t  t h a t  s p e c i a l  v e h i c l e  p e rm it s  
i s s u e d  i n  a c c o rd a n c e  w i t h  AS 2 8 . 2 2 . 5 2 0  (c) be u n iq u e  and 

c l e a r l y  d i s t i n g u i s h a b l e  from  o t h e r  s p e c i a l  p e rm it s  w h ich  may 

be i s s u e d  by th e  D epa rtm en t.  Such p e rm it s  w i l l  s p e c i f i c a l l y  
e x p la in  th e  p u rp o se  f o r  w h ich  th e y  a re  is s u e d .

I t  i s  f u r t h e r  in t e n d e d  t h a t  th e  exem p tion  a l lo w e d  by AS
2 8 . 1 0 . 0 1 1  (c) i s  p r i m a r i l y  d e s ig n e d  to  a p p ly  t o  m o t o r i s t s  in  

r u r a l ,  l e s s  p o p u la te d  a re a s  o f  th e  s t a t e  in  w h ich  e xpo su re  to  
p o t e n t i a l  t r a f f i c  a c c id e n t s  and r e s u l t i n g  l i a b i l i t y  i s  

c o n s id e r e d  to  be m in im a l.  The exem p tion  i s  a l s o  t o  a p p ly  to  
th o se  v e h i c l e s  w h ich  may be r e g i s t e r e d  in  A la s k a  b u t  garaged  

and o p e ra te d  o u t s id e  the  S t a t e .  The is s u a n c e  o f  a s p e c i a l  
v e h i c l e  p l a t e  i s  in t e n d e d  t o  p r o v id e  en fo rcem en t  a u t h o r i t i e s  

w i t h  an easy  method to  i d e n t i f y  p o t e n t i a l  v i o l a t o r s  o f  the  

m andatory in s u r a n c e  law  s h o u ld  a v e h i c l e  w it h  such p l a t e s  be 

o p e ra te d  i n  a r e a s  where in s u r a n c e  w ou ld  be r e q u i r e d .

I t  i s  f u r t h e r  in t e n d e d ,  when p r o o f  o f  in s u ra n c e  i s  r e q u i r e d  
f o r  i s s u a n c e  o f  a d r i v e r ' s  l i c e n s e ,  t h a t  such p r o o f  i s  no t 
r e q u i r e d  i f  th e  l i c e n s e e  c o m p l ie s  w i t h  AS 2 8 . 10. 011  (c) in  

l i e u  o f  AS 2 8 . 1 0. 0 1 1  ( b ) .

I t  i s  a l s o  in te n d e d  t h a t  th e  D epartm ent i n i t i a t e  a p u b l i c  

in f o r m a t io n  p rogram  p r i o r  t o  th e  e f f e c t i v e  d a te  o f  t h i s  a c t  

to  ed u ca te  A la s k a n s  abou t th e  r e q u ir e m e n ts  o f  the  law and 
p o t e n t i a l  p e n a l t i e s  f o r  f a i l i n g  to  com ply w it h  the  law .



R e p  

H a y c z .
* Sec. 3 . AS 2 8 . 1 0 . 0 1 1  i s  amended by a d d in g  new s u b s e c t io n s

t o  read  : [ (b) rem a in s  th e  same
add new ( c ) ]

(c) An owner o f  a m otor v e h i c l e  i s  exempt from  

(b) o f  t h i s  s e c t i o n  i f  t h a t  p e rso n  su b m its  t o  the  Departm ent 

a sworn a f f a d a v i t  as may be p r e s c r i b e d  by the  Depa’ tment 

d e c l a r i n g ,  under  p e n a l t y  o f  p e r j u r y ,  t h a t  e i t h e r

(1 ) th e  m otor v e h i c l e  w i l l  n o t  be o p e ra te d  on a h ighw ay 

o r  v e h i c u l a r  way co n n e c te d  t o  s t a t e  h ighw ay system  as 

e s t a b l i s h e d  under AS 1 3 . 1 0 . 0 2 0  and e x p l a i n i n g  the  r e a so n s  

t h e r e f o r ;  o r

(2 ) th e  m otor v e h i c l e  w i l l  be c o n t in u o u s ly  ga raged  and 

o p e ra te d  o u t s id e  the  S t a t e  o f  A la s k a  and e x p l a i n i n g  the  

rea son s  t h e r e f o r ;  o r

(3 ) th e  m otor v e h i c l e  w i l l  be o p e ra te d  o n ly  w i t h i n  

com m un it ie s  n o t  t o  e x c e e d ____________ .in p o p u la t io n .

A pe rson  who v i o l a t e s  a p r o v i s i o n  sworn to  w i t h in  such  an 

a f f a d a v i t  i s  s u b j e c t  t o  p e n a l t i e s  as  p ro v id e d  by AS 2 8 . 10. 491 

(9 ) (B ) . A p e rso n  r e q u i r e d  to  show p r o o f  o f  f i n a n c i a l  

r e s p o n s i b i l i t y  r e q u i r e d  by AS 2 8 . 2 0  may n o t  c la im  t h i s  

e x e m p t io n .

Page 2 l i n e s  4 and 8 . a f t e r  " ( b ) " on each l i n e  add

" o r  ( c ) . "

Page 2 l i n e  23 a f t c - r  " p e r s o n 's  name" add 

" p u r s u a n t  t o  AS 2 8 . 1 0. 0 1 1  (b) o r  ( c ) "

I'oM icUd . ixj t)ay1 r o t ?  v* 4 4 - o  4 - o  r o n / 4  •
R

Page 1 l i n e  24 r e w r i t e  t o  read



T h is  w ou ld  make no changes  t o  v e h i c l e s  r e q u i r e d  t o  be 
r e g i s t e r e d  b u t  i t  w ou ld  a l l o w  an e xem p t io n  from  the  
r e q u ir e m e n t  t o  shov; in s u r a n c e  a t  th e  t im e  o f  r e g i s t r a t i o n  o r  
t r  c a r r y  l i a b i l i t y  in s u ra n c e  a t  any t im e  i f  th e  owner w i l l  
s .g n  a sworn a f f a d a v i t  p r o m is in g  t h a t  e i t h e r  th e  v e h i c l e  w i l l
n o t  be d r i v e n  i n  com m un it ie s  o f  more than  _________ p e o p le
o r  t h a t  i t  w i l l  n o t  be o p e ra te d  i n  th e  s t a t e  o r  t h a t  i t  w i l l  
n o t  be o p e ra te d  on th e  co n n e c ted  . s t a t e  h ighw ay system . T h is  
a l s o  a l l o w s  is s u a n c e  o f  a d r i v e r s  l i c e n s e  by e i t h e r  m ee t in g  
in s u r a n c e  r e q u ir e m e n ts  f o r  v e h i c l e s  th e  l i c e n s e e  owns and 
w h ich  a re  lo c a t e d  i n  the  s t a t e  o r  by s ig n in g  th e  a f f a d a v i t  
r e q u i r e d  i n  l i e u  o f  p r o o f  o f  in s u r a n c e  f o r  r e g i s t r a t i o n .

The v e h i c l e  may be r e g i s t e r e d  and g iv e n  r e g i s t r a t i o n  p l a t e s .  
I f  th^ p e rso n  then  v i o l a t e s  what h e / sh e  has  p rom ised  t o  do by 
th e  a i f a d a v i t ,  t h a t  p e rso n  becomes s u b j e c t  t o  th e  p e n a l t i e s  
a l r e a d y  i n  s t a t u t e  f o r  making a f a l s e  s ta te m e n t  to  o b t a in  
r e g i s t r a t i o n ,  and i s  cau gh t  w i t h o u t  in s u r a n c e ,  th e  p e rso n  
w ou ld  be s u b j e c t  t o  th e  p e n a l t i e s  f o r  m ak ing  a f a l s e  
s ta te m en t  t o  o b t a in  r e g i s t r a t i o n  a l r e a d y  i n  law  w h ich  i s  a 
f e l o n y .



P R O P O S E D  L E T T E R  O F  I N T E N T

I t  i s  th e  L e g i s l a t u r e ' s  i n t e n t  t h a t  s p e c i a l  v e h i c l e  p e rm it s  
i s s u e d  i n  a c c o rd a n ce  w i t h  AS 2 8 . 2 2 . 5 2 0  (c) be u n iq u e  and 
c l e a r l y  d i s t i n g u i s h a b l e  from  o th e r  s p e c i a l  p e rm it s  w h ich  may 
be is s u e d  by the  D epartm en t.  Such p e rm it s  w i l l  s p e c i f i c a l l y  
e x p la in  th e  pu rpose  f o r  w h ich  th e y  a re  i s s u e d .

I t  i s  f u r t h e r  in t e n d e d  t h a t  the  exem ption  a l lo w e d  by AS
2 8 . 1 0 . 011 (c) i s  p r im a r i l y  d e s ig n e d  to  a p p ly  t o  m o t o r i s t s  in  
r u ~ a l ,  l e s s  p o p u la te d  a re a s  o f  th e  s t a t e  i n  w h ich  e xpo su re  to  
p o t e n t i a l  t r a f f i c  a c c id e n t s  and r e s u l t i n g  l i a b i l i t y  i s  

c o n s id e r e d  t o  be m in im a l.  The exem ption  i s  a l s o  t o  a p p ly  t o  
th o se  v e h i c l e s  w h ich  may be r e g i s t e r e d  i n  A la s k a  b u t  garaged  
and o p e ra te d  o u t s id e  the  S t a t e .

I t  i s  f u r t h e r  in t e n d e d ,  when p r o o f  o f  in s u ra n c e  i s  r e q u i r e d  
f o r  i s s u a n c e  o f  a d r i v e r ' s  l i c e n s e ,  t h a t  such  p r o o f  i s  n o t  
r e q u i r e d  i f  th e  l i c e n s e e  c o m p l ie s  w it h  AS 2 8 . 1 0 . 01 1  (c) in  
l i e u  o f  AS 2 8 . 1 0 . 0 1 1  ( b ) .

I t  i s  a l s o  in te n d e d  t h a t  th e  Departm ent i n i t i a t e  a p u b l i c  
in f o r m a t io n  program  p r i o r  t o  the  e f f e c t i v e  d a te  o f  t h i s  a c t  
to  ed u ca te  A la s k a n s  abou t th e  re q u ire m e n ts  o f  the  law  and 
p o t e n t i a l  p e n a l t i e s  f o r  f a i l i n g  t o  comply w it h  th e  law .
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JUNEAy. ALASKA 9981! 
(907) 463-3739

MEMORANDUM

TO: A l l  L e g i s l a t o r s

k r . ' f
FROM: R e p r e s e n t a t i v e  Mae T i s c h e r  '

DATE: A p r i l  2 8 , 1983

RE: HB 7 and SB 223

I  ha ve a t t a c h e d  a copy o f  a l e t t e r  I  r e c e n t l y  r e c e i v e d  f r o m  a 
c o n s t i t u e n t  r e g a r d i n g  m a n d a to ry a u to  in s u r a n c e  l e g i s l a t i o n .

He a p p a r e n t l y  has done some r e s e a r c h  on th e  s u b j e c t  and d raw s 
some i n t e r e s t i n g  c o n c l u s i o n s . I  b e l i e v e  t h e  l e t t e r  makes s e v e r a l v e r y  
v a l i d  p o i n t s  w h ic h  I  hope you w i l l  c o n s i d e r  i n  y o u r d e l i b e r a t i o n s  on 
th e s e b i l l s .

a t t o c h e m e n t s
MT /ssw



J o e  M. H u d d le s to n  
509 West T h i r d  Avenue 
A ncho rage ,  A la s k a  99501

A p r i l  1 5 , 1983

The H o n o ra b le  Mae T i s c h e r  
House o f  R e p r e s e n t a t i v e s  
Pouch  "V"
Ju n e a u ,  A la s k a  99811 

D ear Mae:

I  w ou ld  l i k e  to  ta ke  t h i s  o p p o r t u n i t y  t o  d i r e c t  to  you my 
th o u g h t s  on p en d in g  l e g i s l a t i o n .  .H ou se** -B il l ' 'N o !  7 and Sena te  
B i  1JU  No~.~‘. 223  i s  p ro p o se d  l e g i s l a t i o n  w h ich  r e q u i r e s  -.compulsory 
in s u r a n c e  *n o r d e r  t o  o b t a in  a d r i v e r ' s  l i c e n s e  o r  v e h i c l e  
t a g s .  The id e a  o f  c o m p u ls o ry  in s u r a n c e  does have s u r f a c e  a p p e a l ,  
b u t  I b e l i e v e  t h a t  i t  d oe s  n o t  s ta n d  c l o s e  s c r u t i n y .  As you 
know, I —am ;'an  "‘ a t t o r n e y  p r a c t i c in g . -  law . i n  A n ch o rag e .  U r. am 

. s i g n i f i c a n t l y  i n v o l v e d  i n  . i n s u r a n c e .. d e fe n s e  a c t i o n s  and-."I. have 
^ re s e a rc h e d .“" t h i s ?  s u b j e c t  a t  l e n g t h .  T h is  m a t te r  was o r i g i n a l l y  
s c h e d u le d - - f o r  a h e a r in g  b e fo r e  the  House L ab o r  and Commerce 
Com m ittee  on F r i d a y ,  F e b ru a ry  1 5 th .  I had p la n n e d  o n _ a 11end ij ig  
t h a t  h e a r in g  b u t  i t  was c a n c e l l e d  on th e  1 4 th .  I tV - is  I  ray ..hope 
t h a t '  I ' w i l l '  be a b l e ' t o .  a t t e n d  e i t h e r  th e  House o r  S e n a te  h e a r in g  
on t h i s  m a t te r  when i t  i s  r e s c h e d u le d .

As I m en t ion ed  above, the  id e a  o f  c o m p u lso ry  in s u r a n c e  does 
have  a d eg re e  o f  s u r f a c e  a p p e a l .  However, o u r  s e v e r a l  s i s t e r  
s t a t e s  have e x p e r im e n te d  w i t h  t h i s  type  o f  l e g i s l a t i o n  to  t h e i r  
p r e j u d i c e .  New Yo rk  adop ted  a c o m p u ls o ry  in s u r a n c e  law  i n  1956 
and a s tu d y  u n d e r ta k e n  by the U n i v e r s i t y  o f  M ic h ig a n  in  1963 
r e p o r t e d  • t h a t  th e  law  was u n e n fo r c e d ,  u n e n f o r c e a b le ,  and a 
c o m p le te  f a i l u r e .  A New York  D a i l y  News " s t u d y "  r e p o r t e d  t h a t  
th e  law  had f a i l e d  t o  a c h ie v e  i t s  a ims and was, i n  f a c t ,  
c o u n t e r p r o d u c t i v e .

In  the  m ain  ou r  s i s t e r  s t a t e s  have found  t h a t  t h e  com pu lso ry  
in s u r a n c e  law s  ( 1 ) c a n n o t  be e n fo r c e d ?  ( 2 ) a r e  c o s t l y  t o  
a d m in i s t e r ;  and ( 3 ) i n c r e a s e  in s u r a n c e  premiums f o r  r e s p o n s ib l e  
d r i v e r s .

N o tw i t h s t a n d in g  th e  above, my th r e e  m a jo r  r e s e r v a t io n s  
c o n c e r n in g  t h i s  l e g i s l a t i o n  a re  t h a t  i t  w i l l  I I )  s i g n i f i c a n t l y  
i n c r e a s e  the  premium r a t e s  f o r  r e s p o n s ib l e  p o l i c y  h o ld e r s ;  12) 
s i g n i f i c a n t l y  i n c r e a s e  th e  ca se  lo a d s  a t  the S u p e r i o r  C o u r t  
l e v e l ;  and ( 3 ) e n gen de r  d i s r e s p e c t  f o r  law .
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AN ALTERNATIVE SOLUTION

The c o n c e p t  t h a t  c i t i z e n s  o f  th e  s t a t e  o f  A la s k a  s h o u ld  be 
p r o t e c t e d  from  p h y s i c a l  and f i n a n c i a l  r e v e r s e s  o f  t h i s  type  i s  
l a u d a b le  and s h o u ld  be p u rs u e d .  However, t h e r e  i s  a much more 
e f f e c t i v e  r&ethod o f  i n s u r i n g  t h a t  t h i s  ty p e  o f  p h y s i c a l  and 
f i n a n c i a l  p r o t e c t i o n  i s  a v a i l a b l e .  Many s t a t e s ,  f o r  i n s t a n c e
O regon , r e q u i r e  t h a t  each  in s u r a n c e  p o l i c y  c o n t a in  u n in s u r e d  
m o t o r i s t  b e n e f i t s .  Under t h i s  ty p e  o f  p r o v i s i o n ,  when an in s u r e d  
d r i v e r  i s  i n v o lv e d  in  an a c c id e n t ,  w it h  an u n in s u r e d  m o t o r i s t  he 
s im p ly  f i l e s  a c l a im  w i t h  h i s  own in s u r a n c e  company r a t h e r  th an  
d e a l i n g  w i t h  th e  f i n a n c i a l l y  i r r e s p o n s i b l e  i n d i v i d u a l  t h a t  caused  
t h e  c o l l i s i o n  i n  th e  f i r s t  p la c e .  R e q u i r i n g ' u n i n s u r e d r m o t o r i s t  

( c o v e ra g e  ;~ in r e v e r y r r p o l i c y ~ 7p r e c lu d e s r  the"5h e c e s s i t y . .. of;2i l n c r e a s  ing  
£ e i t h e r — go ve rn m en t— o r , l ‘ p r i v a t e ”  in d u s t ry^ /  b u r e a u c r a c y .  R e q u i r in g

u n in s u r e d  m o t o r i s t  p r o v i s i o n s  i n  e v e ry  p o l i c y  i s  e a s i l y
e n f o r c e a b l e  as  th e  r e s p e c t i v e  c a r r i e r s  w ou ld  n o t  be a l lo w e d  t o  
s e l l  i n s u r - n c e  t h a t  d id  n o t  i n c lu d e  th e s e  ^ b e n e f i t s .
A d d i t i o n a l l y . , ,  u n i  n s u re d / jm b tb r is t s  " c o v e ra g e  i s  v e r y ’ in e x p e n s  iv e . ' t o  

/ t h e ;  p q l i c y h o l d e r . I  w ou ld  r e q u e s t  t h a t  you r e v ie w  yo u r  own 
in s u r a n c e  p o l i c y  and compare th e  c o s t s  o f  u n in s u r e d  m o t o r i s t  
c o v e ra g e  w i t h  th e  c o s t s  o f  g e n e r a l  b o d i l y  i n j u r y  l i a b i l i t y  
c o v e ra g e .  The UM c o v e ra g e  g e n e r a l l y  c o s t s  j u s t  a few  d o l l a r s .

I t  i s  my f i r m  b e l i e f  t h a t  th e  p a ssage  o f  House B i l l  No. 7 , 
S e n a te  B i l l  No. 223 w i l l  r e s u l t  i n  a m orass  o f  b u r e a u c r a c y  and 
pape rw o rk  and s i g n i f i c a n t  expense  to  th e  c i t i z e n s  o f  th e  s t a t e  o f  
A la s k a .  A d d i t i o n a l l y ,  c o m p u ls o ry  in s u r a n c e  w i l l  s i g n i f i c a n t l y  
r a i s e  th e  premium r a t e s  t h a t  each o f  us m ust pay f o r  in s u ra n c e .  
U n f o r t u n a c e l y , i t  i s  th e  e x p e r ie n c e  o f  th e  c i t i z e n s  o f  th e  s t a t e  
o f  A la s k a  t h a t  we a re  c o m p e l le d  to  pay an i n o r d i n a t e  p r i c e  f o r  
goods  and s e r v i c e s  t h a t  a r e  a v a i l a b l e  in  th e  Lower 48 on a l e s s
e x p e n s iv e  b a s i s .  I do  n o t  b e l i e v e  t h a t  t h i s  a d d i t i o n a l  c o s t
s h o u ld  be p a sse d  a lo n g  to  th e  c i t i z e n s  o f  th e  j t a t e  o f  A la s k a .  I 
w ou ld  a p p r e c i a t e  y o u r  th o u g h t s  o r  comments on t h i s .  I  w is h  to  
th a n k  you f o r  y o u r  c o u r t e s y  i n  t h i s  m a t te r .

/ '"S - in ce re ly  y o u r s ,

C L X  ilkZ-
J 6 e M. H u d d le s to n  
509 West T h i r d  Avenue 
A n ch o rag e ,  A la s k a  99501

J M H / p h
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o f  R e p r e s e n ta ^ ^ e s

AN ALTERNATIVE SOLUTION

The c o n c e p t  t h a t  c i t i z e n s  o f  th e  s t a t e  o f  A la s k a  s h o u ld  be 
p r o t e c t e d  from  p h y s i c a l  and f i n a n c i a l  r e v e r s e s  o f  t h i s  ty p e  i s  
l a u d a b le  and s h o u ld  be p u r s u e d .  However, t h e r e  i s  a much more 
e f f e c t i v e  method o f  i n s u r i n g  t h a t  t h i s  type  o f  p h y s i c a l  and 
f i n a n c i a l  p r o t e c t i o n  i s  a v a i l a b l e .  Many s t a t e s ,  f o r  i n s t a n c e  
O regon , r e q u i r e  t h a t  each  in s u r a n c e  p o l i c y  c o n t a in  u n in s u r e d  
m o t o r i s t  b e n e f i t s .  Under t h i s  ty p e  o f  p r o v i s i o n ,  when an in s u r e d  
d r i v e r  i s  in v o lv e d  i n  an a c c i d e n t  w i t h  an u n in su re d  m o t o r i s t  he 
s im p ly  f i l e s  a c l a im  w it h  h i s  own in s u r a n c e  company r a t h e r  th a n  
d e a l i n g  w i t h  th e  f i n a n c i a l l y  i r r e s p o n s i b l e  i n d i v i d u a l  t h a t  cau sed  
th e  c o l l i s i o n  i n  th e  f i r s t  p la c e .  R e q u i r i n g ' u n in s u r e d - m o to r is ' t  

^ coverage '  i n  • e v e r y  p o l i c y  p r e c lu d e s  " t h e " ~ h e c e s s i t y '  o f  ^ in c r e a s in g  
* e i t h e r . '  gove rnm ent.,  o r  ' " p r i v a t e  i n d u s t r y  b u re a u c r a c y .  R e q u i r in g  
u n in s u r e d  m o t o r i s t  p r o v i s i o n s  i n  e v e ry  p o l i c y  i s  e a s i l y  
e n f o r c e a b le  as th e  r e s p e c t i v e  c a r r i e r s  w ou ld  n o t  be a l lo w e d  t o  
s e l l  i n s u r a n c e  t h a t  d id  n o t  in c lu d e  th e se  b e n e f i t s .  
A d d i t i o n a l l y , "  u n in s u r e d  m o t o r i s t s '  c o v e ra g e  i s  v e r y  in e x p e n s iv e  t o  
t h e  p o l i c y  . 'h o ld e r .  I w ou ld  r e q u e s t  t h a t  you r e v ie w  yo u r  own 
in s u r a n c e  p o l i c y  and compare the  c o s t s  o f  u n in s u r e d  m o t o r i s t  
c o v e ra g e  w i t h  th e  c o s t s  o f  g e n e r a l  b o d i l y  i n j u r y  l i a b i l i t y  
c o v e r a g e .  The UM c o v e ra g e  g e n e r a l l y  c o s t s  j u s t  a few d o l l a r s .

I t  i s  my f i r m  b e l i e f  t h a t  th e  p a ssage  o f  House B i l l  No. 7 , 
S en a te  B i l l  No. 223 w i l l  r e s u l t  i n  a m orass o f  b u r e a u c r a c y  and 
p ape rw o rk  and s i g n i f i c a n t  expense  co th e  c i t i z e n s  o f  t h e  s t a t e  o f  
A la s k a .  A d d i t i o n a l l y ,  c o m p u ls o ry  in s u r a n c e  w i l ’l s i g n i f i c a n t l y  
r a i s e  th e  premium r a t e s  t h a t  each o f  us must pay f o r  in s u r a n c e .  
U n f o r t u n a t e l y ,  i t  i s  th e  e x p e r ie n c e  o f  th e  c i t i z e n s  o f  th e  s t a t e  
o f  A la s k a  t h a t  we a re  c o m p e l le d  t o  pay an i n o r d i n a t e  p r i c e  f o r  
goods and s e r v i c e s  t h a t  a r e  a v a i l a b l e  in  th e  Lower 48 on a l e s s  
e x p e n s iv e  b a s i s .  I do n o t  b e l i e v e  t h a t  t h i s  a d d i t i o n a l  c o s t  
s h o u ld  be p a sse d  a lo n g  to  th e  c i t i z e n s  o f  th e  s t a t e  o f  A la s k a .  I 
w ou ld  a p p r e c i a t e  y o u r  th o u g h ts  o r  comments on t h i s .  I w is h  to  
th a n k  you f o r  y o u r  c o u r t e s y  i n  t h i s  m a t te r .

Jo e  M. H u d d le s to n  
509 West T h i r d  Avenue 
A n ch o rag e ,  A la s k a  99501

J M H / p h



ask a State Legislate

Speaker of the House of Representatives Pouch V 
Slate Capitol 

Juneau. Al.uVj .*1811 
(1K)7> 46S-3720 'Official Business

A p r i l  2 5 , 1983

M r.  J o e  M. H u d d le s t o n  
509 W. 3r d  Avenue 
A n c h o ra g e ,  A la s k a  99501

D ear Jo e :

Thank you f o r  y o u r  r e c e n t  l e t t e r  o p p o s in g  th e  l e g i s l a t i o n  
w h ich  I and S e n a to r  J o se p h so n  have in t r o d u c e d  r e g a r d in g  
c o m p u ls o ry  a u to  l i a b i l i t y  in s u r a n c e .  Y ou r  a rgum ents  a re  
i d e n t i c a l  t o  t h o s e  w h ich  have been used  by th e  in s u r a n c e  
i n d u s t r y  i n  th e  p a s t .  These  same a rgum en ts  a r e  b e in g  used 
now. From r e s e a r c h  my s t a f f  has  c o n d u c te d ,  I  do n o t  b e l i e v e  
th e  a rgum en ts  a r e  v a l i d .

The u n in s u r e d  m o to r in g  p o p u la t i o n  i n  A la s k a  i s  e s t im a te d  a t  
be tw een  11 and 4 0 % o f  3 5 5 , 0 0 0  r e g i s t e r e d  v e h i c l e s .  A c o n s e r ­
v a t i v e  b e s t  g u e s s  p u t s  th e  f i g u r e  a t  2 5%. T h i s  i s  u n a c c e p t­
a b le .  W h i le  I  do n o t  assume t h a t  a co m p u ls o ry  law  w i l l  r e s u l t  
i n  1 0 0% c o m p l ia n c e ,  I  am c e r t a i n  i t  w i l l  go a lo n g  way 
to w a rd s  r e d u c in g  t h e  number o f  u n in s u r e d  d r i v e r s  w i t h o u t  th e  
p ro b lem s  you  have  m e n t io n e d .

T h i r t y  two s t a t e s  have  e n a c te d  some fo rm  o f  c o m p u ls o ry  i n ­
s u ra n c e .  O n ly  2 h ave  e v e r  r e p e a le d  th e  law . I f  th e  law  i s  
such  a f a i l u r e  a s  th e  in s u r a n c e  i n d u s t r y  w ou ld  le a d  one to  
b e l i e v e ,  why have  th e  v a s t  m a j o r i t y  o f  s t a t e s  w h ich  have  
en a c te d  su ch  a law  k e p t  i t  i n  e f f e e t . . .  even w i t h  some en­
fo r c e m e n t  p ro b le m s?

You c i t e  New Y o r k ' s  law  as a f a i l u r e  _nd you c i t e  th e  1963 
r e p o r t  t h a t  t h e  in s u r a n c e  i n d u s t r y  l i k e s  to  q u o te .  New Y o rk  
has  a b ou t  6 m i l l i o n  r e g i s t e r e d  v e h i c l e s .  I t  has  grown t o  such  
p r o p o r t i o n s  t h a t  en fo rcem ent, i s  a p ro b le m . B u t  s t a t e  o f f i ­
c i a l s  t o l d  my o f f i c e  l a s t  week t h a t  even  w i t h  i t ' s  p ro b le m s  
and even i f  i t  i n c r e a s e d  a u to  p rem ium s, w h ich  was n o t  p ro v e n ,  
th e  law  was w o r th  k e e p in g  from  a s o c i a l  s t a n d p o in t .  You a l s o  
c i t e  th e  o ld  New Y o r k  D a i l y  News " s t u d y "  w h ich  th e  in s u r a n c e
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i n d u s t r y  r e f e r s  t o  i n  i t s  e f f o r t  t o  b l o c k  c o m p u ls o ry  law s .
B o th  o f  t h e s e  c i t a t i o n s  a r e  o l d  m a t e r i a l .

You say  t h a t  s t a t e s  w i t h  su ch  a law  have  fo u n d  i t  u n e n fo r c e ­
a b le ,  c o s t l y  and one w h ic h  c a u s e s  prem ium s t o  r i s e .

F i r s t ,  N o r th  C a r o l i n a  i s  a p e r f e c t  exam p le  o f  where i t  i s  
e n f o r c e a b l e .  T h a t  s t a t e  h a s  one o f  t h e  o l d e s t  c o m p u ls o ry  law s  
on th e  b o o k s .  A s tu d y  c o n d u c te d  by t h e i r  D i v i s i o n  o f  M o to r  
V e h i c l e s  i n  t h e  p a s t  y e a r  p ro ve d  t h a t  2 - 3 % w ent u n in s u r e d  o u t  • 
o f  4 . 5  m i l l i o n  v e h i c l e s .  Some o f  t h e  p r o v i s i o n s  o f  t h e i r  law  
a r e  i n c o r p o r a t e d  i n t o  HB 7 . N o r th  C a r o l i n a  p u b l i c  s a f e t y  
o f f i c i a l s  a r e  v e r y  p le a s e d  w i t h  th e  la w .  They say  i t  w o rks  
and has  c a u se d  no p ro b le m s  i n  e n f o r c e a b i l i t y .  W h i le  t h a t  
s t a t e  on ce  had o v e r  100 p e r s o n s  i n v o l v e d  i n  e n fo r c e m e n t ,  I  am 
t o l d  t h a t  r e c e n t  ch an ge s  i n  th e  law  re d u c e d  t h e  number o f  
t r o o p e r s  needed  t o  5 and 4 more p e r s o n s  a r e  u sed  as h e a r in g  
o f f i c e r s .  And t h a t ' s  f o r  4 . 5  m i l l i o n  v e h i c l e s ,  O regon  a l s o  
h as  an e f f e c t i v e  c o m p u ls o r y  law .  b e f o r e  i t  w en t  i n t o  e f f e c t  
i n  1 9 7 9 , 14% o f  th e  m oto r v e h i c l e s  t h e r e  w ere  u n in s u r e d .  The 
e s t im a t e  l a s t  week was 6%. New Y o r k ,  even  w i t h  e n fo r c e m e n t  
p ro b le m s  h a s  a c h ie v e d  a 6% u n in s u r e d  p o p u l a t i o n .  M a ssa chu -  
s e t t e s  h as  o b t a in e d  a 6 % u n in s u r e d  p o p u l a t i o n .  A r i z o n a  j u s t  
e n a c te d  a law  b e ca u se  o f  a 2 7 - u n in s u r e d  r a t e . I  c o u ld  l i s t  
many o t h e r  e x a m p le s .  The f a c t  i s  t h e  s t a t e s  w i t h  such  law s 
a r e  a c h i e v in g  a r e d u c t io n  o f  th e  u n in s u r e d  p o p u la t i o n  t o  
w i t h i n  10%. I f  A la s k a  c o u ld  a c h ie v e  t h a t  by  im p le m e n ta t io n  
o f  such  a la w ,  I  w o u ld  c o n s i d e r  i t  a s u c c e s s .

You say  t h e  p rog ram s  a r e  c o s t l y  t o  a d m in i s t e r .  We have  
r e c e i v e d  a f i s c a l  n o te  s a y in g  t h i s  w i l l  c o s t  o v e r  one m i l l i o n  
d o l l a r s  t o  p u t  i n t o  e f f e c t .  I do n o t  b e l i e v e  i t  w i l l  c o s t  
t h a t  much. T h e re  a r e  s e v e r a l  i n a c c u r a c i e s  t h a t  th e  f i s c a l  
n o te  was b a se d  on. O th e r  s t a t e s  w i t h  10 t im e s  t h e  number o f  
m o to r  v e h i c l e s  spend th e  same amount o f  money a s  th e  f i s c a l  
n o te  s a y s  t h i s  w i l l  c o s t .  I  c a n n o t  b e l i e v e  e n f o r c e -' j n t  in  a 
s t a t e  w i t h  3 5 5 , 0 0 0  v e h i c l e s  w i l l  c o s t  t h e  same as  one w i t !  4 
m i l l i o n .  T h e re  w i l l  be  a c o s t ,  b u t  I s u g g e s t  s u ch  a c o s t  i c  
n e c e s s a r y  t o  a v o id  th e  d e a th ,  i n j u r y  and p r o p e r t y  damage h a t  
I  b e l i e v e  t h i s  law  w i l l  n e g a te .

You a s s e r t  t h i s  law  w i l l  c a u se  p rem ium s t o  r i s e .  In  th e  
s t a t e s  we have  s u rv e y e d  i n  r e s e a r c h in g  th e  l e g i s l a t i o n ,  n o t  
one w ou ld  a d m it  t h a t  he la w s  have  d i r e c t l y  c a u s e d  prem iums 
t o  r i s e .  T h e re  a r e  many f a c t o r s ,  t h e y  s a i d ,  w h ic h  add to  
prem ium  i n c r e a s e s  f rom  i n f l a t i o n  t o  l i m i t a t i o n s  r n  th e  
a s s ig n e d  r i s k  p o o l .  I n  f a c t ,  w i t h  more o f  t h e  p o p u l a t i o n  
i n s u r e d ,  some in s u r a n c e  s p e c i a l i s t s  n o te  t h a t  t h e  u n in s u r e d
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prem iums s h o u ld  d e c r e a s e .  I f  we do r a i s e  th e  minimum l i m i t s  
f o r  l i a b i l i t y  c o v e r a g e ,  t h e r e  w ou ld  be  an i n c r e a s e  f o r  th o se  
who do n o t  p r e s e n t l y  c a r r y  such  l i m i t s .  I  am w i l l i n g  t o  
n e g o t i a t e  on t h i s  p o i n t ,  b u t  I  am n o t  c o n v in c e d  t h a t  s im p ly  
i n i t i a t i n g  a c o m p u ls o r y  law  w i l l  have  a g r e a t  e f f e c t  on 
p rem ium s.

As you n o t e ,  t h e  i n s u r a n c e  i n d u s t r y  o p p o se s  th e  law  f o r  the  
g round s  w h ic h  you  have  s t a t e d .  B u t  I  h ave  n o t  found  e v id e n c e  
from  che r e s e a r c h  w h ic h  s t r o n g l y  s u p p o r t s  t h e i r  c l a im s .  I 
a l s o  do n o t  b e l i e v e  t h i s  i s  a make w ork  p r o j e c t  f o r  a t t o r ­
neys .  T h e re  i s  no p r o v i s i o n  t o  e l i m i n a t e  u n in s u r e d  m o t o r i s t  
c o v e ra g e .  W ith  more p e r s o n s  c o v e r e d ,  more c la im s  s h o u ld  be 
s e t t l e d  i n  an e x p e d i t i o u s  f a s h i o n ,  r a t h e r  th an  h a v in g  t o  go 
t o  a r b i t r a t i o n .  S e n a t o r  J o se p h so n  has  been  r e s e a r c h in g  the  
l e g i s l a t i o n  f rom  t h i s  s t a n d p o in t .  I  do n o t  b e l i e v e  t h e r e  w i l l  
be a s i g n i f i c a n t  im p a c t  i n  t h i s  a r e a .  T h e re  may in d e e d  be 
added b u rd e n  upon  t h e  c o u r t  t o  a d j u d i c a t e  c a s e s  where a 
p e rso n  doe s  n o t  have  p r o o f  o f  i n s u r a n c e .  The c o u r t  has  
a l r e a d y  n o t i f i e d  us o f  t h i s  p o t e n t i a l  p ro b le m .  Bu t t h e  c o u r t  
a l s o  s t a t e d  i t  saw no need to  a sk  f o r  s t a f f  o r  m one ta ry  
i n c r e a s e  a t  t h e  p r e s e n t  t im e ,  i f  th e  law  i s  e n a c t e d .

You c i t  s e v e r a l  more " s t u d ie s "  o f t e n  q u o te d  and i n i t i a t e d  by 
the  in s u r a n c e  i n d u s t r y  t o  d i s c l a im  th e  e f f e c t  o f  a co m p u lso ry  
law . /^gain you  ^re r e f e r r i n g  t o  s t a c e s  w i t h  te n  t im e s  the  
number o f  v e h i c l e s  i n  A la s k a .  I rem ind  you  a g a in  t h a t  New 
Yo rk  h as  no i n t e n t i o n  o f  c h a n g in g  o r  r e p e a l i n g  i t ' s  law  
d e s p i t e  th e  c o s t  o r  t l ie  e n fo r c e m e n t  p ro b le m s .  S econd , we have 
ad op ted  e n fo r c e m e n t  p r o c e d u r e s  w h ich  have  w orked  i n  o t h e r  
s t a t e s  f o r  a minimum c o s t .

You r  p ro p o s e d  a l t e r n a t i v e  i s  a s t e p  i n  th e  r i g h t  d i r e c t i o n .
In  fa c t . ,  I  h ave  amended th e  b i l l  t o  m andate  t h a t  in s u r a n c e  
com pan ie s  o f f e r  b o th  u n in s u r e d  and u n d e r in s u r e d  c o v e ra g e  f o r  
perse n a l  i n j u r y  and p r o p e r t y  damage i n  am ounts e q u a l  t o  a t  
l e a s t  t h o s e  b o u g h t  v o l u n t a r i l y  by a c u s to m e r .  O th e r  s t a t e s  
w h ich  have  c o m p u ls o r y  law s  a l s o  see  t h e  need t o  r e t a i n  s t r o n g  
f i n a n c i a l  r e s p o n s i b i l i t y  law s  and o f f e r i n g  o f  u n in s u r e d  and 
u n d e r in s u r e d  p r o v i s i o n s  w h ich  can  be w a iv e d .  T h i s  i s  added 
p r o t e c t i o n .  H ow eve r ,  I d o n ' t  b e l i e v e  t h a t  o f f e r i n g  such  
co v e ra g e  i n  l i e u  o f  a c o m p u ls o ry  law  w i l l  s o l v e  th e  p rob lem s  
we a re  e x p e r i e n c in g  t o d a y .

I a p p r e c i a t e  y o u r  comments. I can  see  you  have  been r e a d in g  
th e  in s u r a n c e  t r a d e  r e p o r t s ,  b u t  I  f e e l  many o f  t h e  a rgum ents  
you have  q u o te d  a r e ,  i n  f a c t ,  d i s p u t e d  by th e  r e s u l t s  o f  
o t h e r  s t a t e s ,  and r e c e n t  comments o b t a in e d  i n  r e s e a r c h in g  the  
l e g i s l a t i o n .



The b i l l  h a s  been  h e a rd  and app roved  by th e  House L a b o r  and 
Commerce C om m it te e .  I t  i s  now i n  th e  J u d i c i a r y  Com m ittee  
where h e a r in g s  have  no'c been  s c h e d u le d .  I  e x p e c t  a t  l e a s t  a 
s t a t e w id e  t e l e c o n f e r e n c e  t o  be s c h e d u le d  on t h i s  l e g i s l a t i o n  
i f  n o t  a h e a r in g  i n  A n ch o ra g e .

I am su re  you  w i l l  have  ample o p p o r t u n i t y  t o  e x p r e s s  y o u r  
v ie w s  on t h i s  l e g i s l a t i o n .  S h o u ld  you w is h  t o  d i s c u s s  t h i s  
f u r t h e r ,  p le a s e  f e e l  f r e e  t o  c o n t a c t  me o r  my s t a f f  
a s s i s t a n t ,  J e f f  Day. He has  c o m p i le d  a s i g n i f i c a n t  amount o f  
r e s e a r c h  on t h i s  l e g i s l a t i o n .

Thanks  a g a in  f o r  y o u r  comments.

V e ry  t r u l y  y o u r s ,

J o e  L .  Hayes  
SPEAKER OF THE HOUSE
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