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Maska j8iate legislature

Mvisory Council Members

Senator Kerttula, Chairman Pouch V
Senacor Bennett State Capital
Senator Vic Fischer Juneau, Alaska 99811
Senator Fahrenkaitp Phone;  (907)465-3114
SENATE ADVISORY COUNCIL
MEMORANDUM
TO: Ken Moore, Director
Division of Insurance
FROM: Pete Jeans
Senate Advisory Council
DATE: July 7, 1983
RE: Auto Insurance Industry - SB22c

During the interim, we are doing some work on SB223. We would like
any information that may be available on other states which currently have
mandatory auto insurance. Are any statistics available regarding cost
savings from other states?

We would also like any historical costs and estimated future costs to
the state due to damages caused by uninsured motorists. Do you feel the"-e
would be any savings to the state from adoption of a bill such as SB223?

Is the auto insurance industry in Alaska more or less profitable than
in other states? Any statistics would be helpful.

Would the adoption of SB223 result in any savings to the Alaska
consumer?

Any assistance on this subject would be greatly appreciated.



of ALASKA vl 1TA

DIVISION OF INSURANCE

T0. f~Pete Jeans

from:

Senate Advisory Council

DATE: July 18, 1983

Kenneth C. Moore
Director ubject: AUtO Insurance Industry

SB 223

Thank you for your memo dated July 7, 1983,

SB 223 is 5|m|lar to .the House passed version of H3 7. namely
CSSSHB . 7(Fin). The Division of [Insurance, on hehalf of the
Administration, has spoken against the measure on a number of
occassions. The issues leading to that position are:

1. the bill would raise insurance costs;

2. the bill creates an unngecessary bureaucracy,

3. the bill would not be effective;

4. an inexpensive alternative Is avallable
About 32 states have some form of compulsory automobile insurance
The majority of these states have_their conipulsory law in
conjunction” with a no-fault law, The stated purpose for the
proposals being considered by the Alaska Legislature js to
Impact the number of uninsured motorists driv'ng in this state,

The genesis of the widespread use of compulsoiy™ automobile
insurance requirements has not been based on the concept of
reducm% the ‘numper of uninsured motorists, but rathe., was
designed to avoid a constitutional chaIIen% based on an equal
R‘rotectlon argument, in those states adopting a no-fault law
o-fault laws were jntended to increase the goruon of the
premium dollar available for benefits and had nothing t

Wlth reducing uninsured motorists populations. HB 7 and SE 223
are not no-fault proposals.

On May 24, 1983, | resP]onded to a research effort by Mr. Jeff
Day :n the office of the Speaker of the Houst. That memo
contains much that is pertinent to your inquirey. | have attached
a copy for your review,

Qur principal argument against this legislation concerns. cost.
The direct costs and the“indirect costS would be, we believe,
substantial, The fiscal note presented by the Department of
Public Sa ety 1S a minimum enforcement a pproach nd 1t exceeds
a million ddllars. The bureaucrac% created basically is aimed
att ona purpose and can not avoid being ineffective by its very
structure.

ofhe direct cost to the consumer via increased insurance
premium is a major concern and is one that does not lend itself



to precision in pricing. The extra hoops that an msﬁrance company
must go through do increase the administrative burden for the
insurér thus the need for more premium. The. less tanglble factor
comes as the result of a change in public attitude when they |
"know" that the other guy has insurance because the state requires
it. This increase in [itigousness is difficult to measure buf

is generally reflected in experience after it occurs. While it
doeS cause Trates to rise, it does not do so in advance of the
occassion for its rise. A study of states adopting a compulsory
automobile liability insurance” (without no-fault) “shows that

a rise occurs for & variety of reasons and when compared to
states with similar demographic characteristics, geographic
characteristics and numbér of insured vehicles, .the Compulsory
state experiences a greater rise in premium. This can be seen
with an examination of Exhibit Il of the attached memo.
Compulsory laws do not result in insurance savings.

We do not have studies from other states comparable to that,
conducted here. For the latest year for which we have compiled
statistics  that show profitability , the top 30 automohile
liability insurers had a combined expense and loss ratio of
979 which means that the automobjile insurers made a pro it
of 2.1% in 1981, The formulas used in this state as well as in
most states calls for a profit margin of 5% built right in to
the rate. Point is that in Alaska, “insurers have hit™ the mark
Rrett%/ close to where it should be and that | cond%clve to a
nealthy and comﬁet_mv_e_marketplace. The Alaska combined ratio
Is shown for each individual top 30 company in Exhibit | of the
attached memo.

In our testimony bhefore the Legislature, we have been estimating
an immedjate intrease of about “10%. due to the compulsory aspect
of the bill alone. The increased li.mits effect is separate and

pricey.

An inexpensive alternative to the compulsory automobile I|ab|I|tdy
insurance progosal is already incorporated as sections 2, 4, an
18 of SSSD 223. The point of the exercise in which we are now
engaged is not how many drivers are insured, but, how many people,
aré experiencing unconipensated loss Ccmsed by an u-.insured motorist.

Accordingly, we developed the language found  in sections 2, 4,  and
1§. This substitute which is also” the Senate passed version of
||-|B 7, would mandate an offer by every insurer writing automobil

e
lability insutonce in this state, of uninsured and Undcrinsured
otorists coverage for bodily injury and property damage in an
mount at .least as great as ‘that purchased voluntarily “for bodily
n||ury and property “damage liability. The offer currently exists
nly for basic limits uninsured motorists bodily injury toverage.
This would allow the insured motorist to protect himsélf from
losses caused by uninsured or undcrinsured drivers. The additional
cost for this coverage would be minimal, on the order of $10 to
?20 per car per year, a bargain, We do not have reliable numbers
or uncompensated loss nor is that information available.
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Bill Sheffield, Governor
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DEPARTMEVr OF COMMERCE A
ECOS0>11C » EVELOSME3T SOUCHD
OFFICE OF THE COMMISSIONER %lﬁhémyhé\svz\sso% vve

February 7, 1983

Honorable Joe P. Josaphson
Alaska State Senate

Pouch V

Juneau, Alaska 99811

Dear Senator Josephson:
RE: Mandatory Auto Insurance - HS 7

Thank you for your inquiry of January 18, 1983 to the Division of Insurance
concerning estimated increases to be expected if a mandatory auto insurance
proposal such as H3 7 were to be adopted.

In recent years, a number of states have adopted compulsory or mandatory
insurance laws and generally the insurance rates have risen, on the
average, 10%. Just what the impact would be in this State is not known
and there 1is no adequate way of determining the impact since there is
not a single source to which to go for an evaluation.

There is a wide diversity of rate depending on the insurer providing
coverage and the record of the driver. The rates change as insurers
update filings, so it would be quite an undertaking to provide the
detail you want except in a general way.

Annually, the Division of Insurance publishes astatistical analysis for
auto insurance and homeowners insurance which includes rating examples

for auto insurance at the basic required limitselus medical. These

rating examples provide a ballpark representation ofautomobile insurance
cost by insurer for each rating territory. Enclosed is a copy of the
latest analysis. In that apalysis, we have highlighted the column oF
numbers titled liability. \' number appearing in that column 1is a composite
of the cost for bodily injury at 25/50M, property damage at 10M, uninsured
motorists at 25/50M and medical at 5M. The portion of a number appearing
in that column attributable to the various coverages is approximately

Bodily Injury

Property Damage

Medical

Uninsured Motorists 5%



Honorable Joe P. Josephson February-,,?, 1983

To respond to your question concerning the impact of increased limits on
present costs, we have developed factor: to be applied to the various
coverages. These numbers are approximations which may vary slightly
from insurer to insurer.

Bodily Injury

25/50M - 1.00 50/100M - 1.20 100/300M - 1.43

Property Damage

10M - 1.00 25M - 1.03 SOM - 1.08

Uninsured Motorists

25/50M - 1.00 50/100M - 1.30 100/300M - 1.50

Under Insured Motorists*

25/50M - 1.20 50/1COM - 1.50 100/300M - 2.20

* Under Insured Motor,sts coverage are factors of the 25/50M limit
of uninsured motorist; coverage.

Using this information, the move to bodily injury 100/300M, property
damage 50M, and under insured motorists 10Q/300M would increase insurance
liability costs by about 28 to 30%.

Bodily Injury (increase to 100/300M) 42% x 1.43= .50
Property Damage (increase to 50M) 45% x 1.08= .50
Medical (no change) P x 1.00= .07
Under Insured Motorists (100/300M) M x 2.20= .11

1.28

Very truly yours,

Richard A. Lyon
Commissioner

RAL/kkk1/4
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State Farm Study Adds to Evidence
Used to Oppose Compulsory Insurance

. -Compulsqrﬁ auto insurance laws increase the number of insured
drivers only slightly and they produce little reduction in accident injuries
caused by the uninsured.

*Two of the states with the newest compulsory laws—Arizona and
West Virginia—already are experiencing problems with the laws.
~ +Compulsory was rejected as unworkable in 'lonnessee and Wiscon-
sin.

These were among th i arguments advanced by John Bernstein,
associate counsel for State /arm, in opposing compulsory insurance in
Illinois. Bernstein's Jan. HH
testimony in Chicago, however,
generally could bo applied to any uninsured cars
proposed compulsory liability laws. reduced li:i
The limited effect of com-

puIsorY laws is indicated by a study
recontly completed by the State Farm Research Department. It shows, for
example, that overall, compulsory insurance laws passed after 1972 have
reduced uninsured cars by about one-sixth, while apparently having little
ﬁffectt on the chances that occupants will be injured by uninsured mo-
orists.

~The studv points out this seemingly paradoxical result is "consistent
with tho idea that the uninsured motorists with the highost propensity to
cause injury tend not to comply with tho law."

What's imprrtant is not how
muny drivers are insured, Bernstein

unpaid losses said, but hew many uninsured drivers
more important are gausmg losses that are uncompen-
sated.

_ , _ State Farm’s _findinq,_ then—
based on its own uninsured motorist (UM) and bodily injury liability (BI)
oxporience—suggests compulsory isn't vory relevant. o

Tho State Farm study also shows that chances a motorist will have
an uninsured motorist (UM) porsonal injury claim are slim—onco in every
909 years. In other words, if 100 drivers drove for 40 years, just four
would Imvo a UM claim. _ _

West V .ginia, which enacted a compulsory law in 1901, ran into_
trouble a year later. Tho low, in effect, required insurers to send notices
of insurance termination to people whose policies were about to expire.
However, 95 percent of those who received the notice hod already paid
their premium—a little late. Bernstein pointed out. The commissioner of
motor vehicles has called the law "a nightmare to administer."



According to Bornstein, a loading advocate of compulsory said it
"was the biggest mistake I've made since | have been in the House ot
Delle?ates." Another delegate said, "I don’t remember anything this
legislature has ever passed that upset the citizens of this, State as much
as this law has,”

In Arizona, v.here a compulsory law went into effect Jan. 1, the chief
deputy auto license director of Maricopa County (Phoenix) says the forms
required by the law have caused a “mess." _ o

The head of ";he Arizona Prosecuting Attorneys Advisory Council is
even moro emphatic in criticizing
the Inw. He "uses a few more ex-
pletives," said Bernstein. fails to decrease

: uninsured population

CompulsorK not only is an ad-
ministrative hassle, but it alsohas _
failed to decreaso the uninsured motorist poipulation, even in stutes where
it has been on the hooks a long time such as Massachusetts (since 1927)
and New York (1957), according to Bernstein. "Massachusetts is esti-
mated  have between 10 to 15 percent of its driving population unin-
sured ' whereas “New York is estimated to have an uninsured motorist
population of at least one half million," he soid.

Compulsory liability laws lead to higher insurance rates and govern-
mental costs. Bernstein testified. .

Premiums go up Dccause of the increased paperwork that's required
for verification of coverage.

Em‘orcerlnentf of the corg(g)ulsllolry law
‘ costs a lot or money—$0 million a
effg%tm”ég?g?é ecngsetﬁt' year, in New York,"for example, and
that's projected to reach S12 million
with computerization in 1983, Bern-
o stein sald. o
A compulsory bill in Tennesseo failed in 1981, Bornstein said, after a
legislative subcommittee reported that its investigo ?on of compulsory
showed "no state has developed a workablo cost-e fectivo enforcomont
system..." It wont on to say that "The responsible motorist should not
?a_ moro for insurnnco coverage nor ho subjected to harnssment in a
utile attempt to enforce compulsory lows." . .
~That same yonr, tho state auditor of Wisconsin, according to Bern-
stoin, reported: "Experience in other states indicates that mandatory in-
surnnco programs do not substaninily reduce tho number of uninsured
motorists and tho cost of administering such a program is moro than
double tho cost of the Safety
Responsibility Program."

A compulsory law would have ‘adverse social
"serious adverse social and legal implications'
implications," according to Bern-
stoin.

_ Ho quoted from testimony givon by Dr. John Hall of Georgia Sfuto
University for a South Carolina Ie?lsla.tlve committee in 1979.

Dr. Hnll said “tho economical K disadvantaged have less roal need
for liability insurance" since they have less to Protoct. They view liabili-
ty insurance "as taking care of tho othor people...and see themselves as
Qa_vmg to pay a high premium simply in order to retain the right to

rve.”
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‘Since the poor can't afford coverage to protect themselves and their
families, to force them to carry coverage to protect others "appears
morally and socially wrong," Dr. Hall said.

Bernstein suggested consideration of alternatives to compulsory, such
as a plan in Virginia which, according to Sta'e Farm UM data, has a
lower proportion of uninsurf Imotorists than most states. "In fact.
Virginia has done better tl._r. about 60 percent of the compulsory in-
surance states," according to the study.

The Virginia law requires that
o persons reglsterlng an uninsured vehi-
Virginia system cle must pay a 5200 fee at the time of
seems to work registration. The fee goes for ad-
ministration of the state’s safety
_ responsibility law. That law requires
motorists be able to show proof of financial responsibility. Any leftover
funds go to auto insurers to offset uninsured motorists costs (a feature
Bernstein said he doesn't necessarily favor).
~ The Virginia safetY respons_ibilit){ law 1s vigorously enforced, accord-
ing to Bernstein. People found in violation of the law also must post tho
$200 fee and must post proof of future financial responsibility (liability in-
surance. for example) for a three-year period. Bornstein said. A fine also
may be imposed.



MEMORANDUM State of Alaska

T0: LBRC/Susan Rogers TV lvr date. March 10, 1983
Governor"s Office - e
MR Il | SSpfl'g"NO;
YA . A
COMMERCE, A\ "TELEPHONENO: 5671y B
from ceVr.In"Vfnl
Norman C. Gorsuch JCT Amendment to HB 7

Attorney General

quZteg/thV-_ABush

By REE/5¢E ttorney General

Pursuant to your request, |1 have reviewed the proposed
amendment to HB 7, and 1 have no particular problems with the
proposal.

1 have recommended a few minor technical changes, and
in light of the urgency of the request, | decided to return your
draft with my proposed corrections handwritten 1in, rather than
having i1t retyped.

JWB/I11b

Ccc: Art Peterson

02 001A (Rev. 10/79)
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to he furnish 0 the Department of Public Safety when motor

ed t )
vehicle reglstr,@tlon is made or renewed; and providing for an
effective date

Position

The administration is_not in favor of a mandatory orcomgul%%ry
. The

automobile liability insurance system asproposed  in HB
reasons are:

1. Administration of the program is expensive and would
necessitate a substantial bureaucracy toenforce.

. 2. The cost of insurance is higher ina mandatory system. This
Is due to elimination of exclusive in the policy, “defenses
avaitlable to ©n insurer, anlincreased administrative costs.

. Mandatory systems onl\ slightly increase the insured popuy-
lation and pro%llgcg little reductgmn yln accident injuries caﬁsgd
by the uninsured operator.

. 4. The economically disadvantaged have less real need for
liability insurance which acts as a disincentive for compliance
with a mandatory system.

Suggested Alternative
The North Carolina/Virginia experience suggests that comparable

If not superior inroadS c>n be made on.thé “uninsured population
through a strong financial responsibility law ar>" mandatory
offering of uninsured motorists -coverage. East year, impediments
to the Smooth worklng of our law were Corrected and jt Is really
too soon to say how effective those changes will be in this state

What is really important is not how, manY drivers are insured, but
how rr.tn% uninsured drivers are causing losses that are not compen
sa- e recommend a mandatory offer- by every automobile insurer
wn . .g in this state of unlnsur_Td motorists ctoverage and under
ured motorists coverage, bodily injury and property damage
an amount at least equal to that voluntarily purchased for
odily injury Tliability "and property damage liability. That |
[ifcr currently exists only for basic limits uninsured motorists
-odily injury ‘coverage. This would allow  the insured motorist to
rotect himself from losses caused by uninsured drivers.
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AS 21.89.020 is amendedI to read:

(a) An automobile liability policy which insures
an owner or operator of a motor vehicle against loss
resulting -from his liability for bodily injury or death,
or for property injury or degv*truction, or both,lwhich is
sold in the state [AFTER JANUARY 1, 1969, 3Y AN INSURANCE
CARRIER AUTHORIZED 'TO TRANSACT BUSINESS IN THIS STATE),
shall contain limits in at least the amount prescribed
for .a motor vehicle liability policy in AS 28.20.440 (b) (2)
[AND MEET THE REQUIREMENTS OF AS28.20.440(b) (3) UNLESS
WAIVED AS PROVIDED IN THAT PARAGRAPH] .

(b) In addition to the coverages and limits required -
in (a) of thiis section, an insurance comDanv offerine auto-
mobile liability insurance in this state shall offer cover-

aee , with limits e<[arr|/f)1]o"at- leaMv_the limit* purchased vol-

protection of the persons insured under the policy who are
legally entitled to recover damages from owners or opera-
tors of uninsured or under Minsured motor vehicles. This cov-
erage shall be offered in four parts, one or more of which
may be waived™plrsuant to AS 28.20. 440 (b) (3). The parts are:
(1) uninsured motorists, bodily injury;
(2) uninsured motorists, property damage;
(3L under insured motorists, bodily injury; and,
(4) under insured motorists, property damage.
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(c) [(b)] This section may not be construed to apply
only to automobile liability policies obtained to satisfy
a requirement of AS 28.20.

AS 28.20.440(b)(3) is amended to read:

(3) contain coverage in the amounts set out in
(2) of this subsection for the protection of the persons
insured under\rthe policy* who are legally entitled to
recover damages from owners or operator*, of uninsured or
unde.r*jnsured motor vehicles because of bodily injury or
death, or injury to or destruction of property arising out
of the ownership, maintenance or use of the uninsured or
unde™ insured motoilvehicle, except that this coverage or
part of it may be waived in writing by the insured on or
before the effective date of the policy.
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* saccicn 1. AS 21.89.020 IS amended t0 read:

(a) Anautomobile liability policy which insures an
owner or operator of a motor vehicle against loss result-
ing from his liability for bodily injury or death, or for
property injury or destruction, or both, which is sold in
the state [AFTER JANUARY 1, 1969, BY AN INSURANCE CARRIER
AUTHORIZED TO TRANSACT BUSINESS IN THIS STATE], shall ecn-
tain limits in at least the amount prescribed for a motor
vehicle liability policy in AS 28.20.440(b)(2) [AND MEET
THE REQUIREMENTS OF AS 28.20. 440 (b)(3) UNLESS WAIVED AS
PROVIDED IN THAT PARAGRAPH].

(b) Inaddition to the coverages and limits required
in (a) of this section, an insurance company offering auto-
mobile liability insurance in this state shall offer cover-
age, with limits no less than the limits purchased volun-
tarilv to cover the insured persons' liability, for the
protection of the persons insured under the policy who are
legally entitled to recover damages from ow ers or operators
of uninsured or under insured motor vehicles. This coverage
shall be offered in four parts, one or more of which may be
waived bv the Insured pursuant to AS 23.20.440(h)(3). The
parts are:

(1) uninsured motorists, bodily injury;
(2) uninsured motorists, property damage;
(3) undcrinsured motorists, bodily injury; and,
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(4) underinsured motorists, property damage.
() [(b)] This section may not be construed to apply
only to automobile liability policies obtained to satisfy
a requirement of AS 28.20,
* Sec. 2. AS 28.20.440(b)(3) is amended to read:
(3) contain coverage in the amounts set out in
(2) of this subsection for the protection of the persons
insured under the policy who are legally entitled to re-
cover damages from owners or operators of uninsured or
undcrinsured motor venicles because of bodily injury or
death, or injury to, or destruction of property arising
out of the ownership, maintenance or use of the uninsured
or underinsured motoi vehicle, except that this coverage
or part of it may be waived in writing by the insured on
or before the effective date of the policy.



Comments on HB 7

General

HB 7 would require mandatory automobile insurance for every
automobile reﬁlstered in the state of Alaska. The general exPec-
tation with this kind of legislation is to reduce or eliminate
the number of persons driving without insurance. Mandatory or
compulsory automobile insurance laws do not work. [t is
virtually  impossible to enforce this kind of law. States that
have tried find that their resultant uninsured motorjst popula-
tion Is no less than those states with strong financial respon-

sibility laws. Mandatory lav/s tend to be costly to administer,
This is’ supported by the experience of such states as New Yor
North Carglina, South Carolina, Pennsylvania, California, West
Virginia find others.

All Drivers Covered

sec. 28.22.010(b)(2) on page 2, lines 23 - 29 and page 3, lines
1 -5 provides that an owner's policy cover every person using
the insured vehicle with the express.or implied permission of" the
named insured. This will result in situations where persons with
good driving records will have to bear rates based on the record
0f a driver with a bad history even in cases where that driver
has his own_vehicle and coverage. Presently, such persons can be
excluded. ~Two, examples of thi§ that occur with some frequency

are: the licensed young driver living ar home who has his” own
veh|c e, a bad record and is a potential exposure on_ his parents
pol |cy, (2) the separated but not divorced spouse, I|V|n% else-
where, has tiad record, own vehicle and cannot be excluded from the
spouses policy.

An alternative for consideration is to permit exclusionary end-
orsements under certain conditions, such a' the owning and insur-
ing of a vehicle by the driver to be excluded or the Securing of
an-operators Bohc by the driver to be excluded. This could™ be
accomplished ny addin % new subsection following page 3, line 12
(after sec. 28.22.01 to read:

di

(c
gI b) of this section, an owner's

"Notwit! st ndin

policy of Irability insurance may exclude or void
coverage for a named operator provided that the
named operator ma|nta|ns an _owner's or operator's
policy of liability insurance.

Absolute Liability
Sec. 28.22.010(f)(L) on page 3, lines 28 - 29 and page 4, lines



Comments on HB 7 (page 2)

1 -7 provides that an insurance company has, absolute liability
whenever injury or_ damage covered_bg_t_he policy occurs. Black's
Law Dictionary” defines absolute liability as responsibility .
without fault” or negligence, We believe "that this is. not quite
what was Intended hére? We believe that HB 7 |s_Iook|n(i for a
no-exclusion liability coverage that must_pay g,lven a legal
obligation of the covered perSon to pay. ExcluSions in an
automobile policy exist for valid reasons, including the fact
that the excluded item is a fit subject for another form of
insurance. Removal of the exclusions would result in a product
that must be priced higher because its coverages are higher.
The insurers defenses in cases of fraud by the named inSured
are _nePated. We would suggest that the subjection be deleted.
pical automobile insurdnce policy exclusions are attached as

Attachment #1.

—

Written Application

Sec. 28.22.0_10$f)(4)_on page 4, lines 15 - 18 provides that the
written application is_ a part of the contract of insurance. This
IS not presently the situation and the chan?e Is not relevant
if a policy can” only be issued on an absolute liability basis.

Proration

Sec, 28.22.010(i) on pagie 5, lines 1 -2 oprovides for proration
with other valid and collectible insurance. If the suggestion
made concermn%eArIeIVDnvers Covered is adopted, this Séction

would need to Ised to read:

"Except with respect to a motor vehicle liability
policy issued to a person excluded from cover_aqe
pursyant to () of this section, a motor vehicle
liability policy may provide for proration of the
insurance with other valid and collectible insurance."

Timing of Notice

Sec. 28.22.010(3) on page 5, lines 8-15 discusses notice of
cancellation by ‘an insuTer but 1s silent as to the t|m|n(_1 of
such a notice to the Department of Public Safety. We would
suggest that a reasonable amount of time L-' allowed for the
Stafe to receive and act on the notice before actual
cancellation can take place.

Alternatives
The states of North Carolina and Virginia are neighbors. North



Comments on HB 7 (page 3)

Carolina has a compulsory law with what is considered to be the
most effective enforcement of such a law anywhere. Virginia on
the other hand does not have a compulsory ldw but does have
what is considered to be one of the tou% est financial respon-
sibility laws in the country. The two states have similar unin-
sured motorists populations. We would recommend that a study of
our current financial responsibility act be undertaken with’ a
view to substantially strengthening” the act where deficiencies
ﬁ]rg goctg- and removing impediments™to the smooth functioning of

We would recommend that companies manditorily offer higher
limits of underinsured motorists/uninsured motorists coverage
than the basic uninsured motorists coverage now offered. We
would recommend a mandatory offer of uninSured motorists prop-
erty damage coverage.



ALASKA DRIVERS
Insured vs. Uninsured

The division®s statistical needs respond to rate-making and solvency
issues. Nevertheless, it has made an attempt to obtain some feeling
as to what portion of the public may be uninsured. Unfortunately, a
number of caveats must be placed on this information. The sources

for the data used in the calculation come from several areas and in
each case, this data is untested and has been subject to some adjust—
ment or assumption which may cast suspicion on its accuracy.

You will note the substantial difference between the two c".iarts. The
reason for this difference is attributed to the different interpreta—
tion of what constitutes a private passenger type risk. The caveats
following each chart detail the source of the numbers.

The data that follows is useful for "guesstimating” the percentage
of insured motor vehicles in Alaska. It does not ".-elate to insured
persons in Alaska. To our knowledge, there is currently no source
for arriving at a number of insured persons since a policy, when
written, covers some persons not named automatically.

The unit of exposure, as far as the insurer is concerned, 1is the
number of vehicles not the number of potential operators.
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Year

1975
1976
1977
1978
1979

Vv

nir
Chart 1. (From Division of Insurance 1982 Statistical Analysis)

) ©) 4 >

Regi stered Insured (% (%
Autos Car Years Insured Uni nsuri
199,536 117,355 58.8 41.2
221,386 120,964 54.6 45.4
226,389 121,635 53.7 46.3
232,425 123,581 53.2 46.8
229,403 132,391 57.7 42.3
230,040 136,895 59.5 40.5

1980

€y
)

®

O
®

This column is on a calendar basis.

The number of registered automobiles was obtained from i
Division of Planning and Research in the Department of
Transportation and Public Facilities of the State of Alaska.
The number of auto registrations derives from the following
types of license plates:

- Regular

- Personalized

- Call Letter

- Other, including legislator, historic vehicle
- Picxups and vans

- Farm trucks

The numbers have been adjusted to remove duplicate registra—
tions. They to not include unregistered vehicles, nor is
there a method to arrive at a reasonable "guesstimate" of
that number. Prior to 1977, pickups and vans were included
in the freight-light trucks classification. We have made

an adjustment to separate the pickups and vans from that
classification, baser, on the relationship during 1977-79

of the pickups and \ans classification to the freight-

light trucks classification. Official automobiles (State,
federal and municipal) are not included. Some fleets of
automobiles have been included but are not identifiable by
name or number. The chart relates only to private passenger
registrations and insurance.

These figures were obtained from the Automobile Insurance
Plans Service Office (AIPSO), a licensed n "ing organiza—
tion for this State. |Includes are volunta>y and assigned
risk nonfleet private passenger vehicles insured. An
insured car year 1is one automobile insured for one year,
so that, if a car is insured for six months, that would be
1/2 car year.

= 3 * O
= 100% - (4)



Chart 2 (from AIPSO Ins. Facts, 1982)

Regi stered Insured % %
Year Autos* Car Years+ Insured Uni nsured
1973 111,455 99,430 89.2 10.8
1974 135,902 99.430 70.2 29.8
1975 141 ,921 117,355 82.7 17.3
1976 154,093 120,964 78.5 21.5
1977 159,896 121,635 76.1 23.9
1978 162,578 123,619 82.2 17.8
1979 153,402 132,391 86.3 13.7
1980 153,774 136,895 89.0 11.0

* Represents number of passenger car registrations based on data from
U.S. DOT, Federal Highway Administration, Highway Statistics Division,
Uffice of Highway Planning. (A) Includes all new and renewal pas—
senger car registrations. (B) Includes passenger car fleet vehicles,
taxi cabs, and miscellaneous private passenger-car type vehicles reg—
istered as passenger cars. (C) Includes passenger car registrations
made throughout the year, although vehicle may have ben registered
only a portion of the year. (D) Vehicles registered in one name and
later sold and registered in another name count as two registrations,
etc.

+ Represents 1/12 of the number of exposure months of liability insur—
ance on vehicles rated as private passenger nonfleet type risks.

(A) Includes many pickup trucks insured as passenger car type but

not so registered. (B) May include other vehicles insured as passenger
car risks, but registered as antiques, station wagons, vanity, press,
ham radio, etc. (C) Uoes not “include motorcycles recreational vehicles,
nonowner risks, and cars rated ;n a fleet or self-insured.



In view of the interest being expressed by a number of

persons in reviewing the limits of liability required by the
Alaska Safety Responsibility Act (financial . responsibility law)
the Division™ of Insurance has updated exhibits originally
prepared when the limits were last revised in 1975

EXHIBIT A reflects the purchasing power or value of the dollar
based on the annual average valué as measured by consumer prices
The base year utilized is™ 1959, the year of Alaska Statehood,
The indicés used were developed by the U. S. Bureau of Labor

Statistics.  Column (3) shows the limits of liability for bodily
injury applicable to ‘the particular year. Column 5% does the
same for property damage._The figures for 1982 and 1983 are

projections and are not firm.

EXHIBIT B is the same concept as EXHIBIT A except it uses the
date of last change of limits as the base year and thus uses
a shorter span of years.

EXHIBIT C is an excerpt from the FC&S BULLETINS published by the
National Underwriter Company of Cincinnati, Ohio. It depicts the
current (as _of January 1 83Y limit of I|ab|IHR%dfor each state o

the United States and for each province in Carada.

March 1, 1983

Division of Insurance
Department of Commerce & Economic Development
State of Alaska



0
Puréh%ﬂng
()

Power of

EXHIBIT A

) D(5)L. .
U, Imit
(000)

)

4
Purcéa&in

Power of

mits

)

3
L
0

NCIAL RESPONSIBILITY LAW LIMITS USII
I
000)

(

asing  B.I.

Power indX

)

2
h

PURCHASING P
Puré

(statehood)

we)a r

005050055500500550000000000
ONIM—-ANWO OANe O SHOOLO O OOM 1IN IO —AILOLOOLO
OO —NT—O I <FTM IO —O<traANIoOY <t 100 <t+-tOLONI—I
[T S g S g S s S S IS S B lapleplepliepliepsiaNlaN Fellfepl S SlaplaslaslaN]

LOLOLOLO LOLOLOLOLOLOLOLOLOLOLOLOLOLOO O OO O OO OO
L R R D R D e e D |

OO O OO O OO OO OO OO O OO OO OO OO
O OO0 OO0 —OD<TOOMO<T A1 OO DLOLOODOLOLOODOLO
OOLONOO<TOIO) A0 LO OO MO IO M r—AILOM—
OOHONOY CHY OO M= OO LOOND AN OO — O~ LO<TAIO M —OLO <t
[N R b b R o Lo B [N T NTa N [a N[N Ta N e N Loy Eop o [aNTaNTa N FaN TaN Ep Eop Eop R |
—_—r
OO OO OO OLNDLOOOLONOODOLOLO OO OOLOLOODOLOLOOLO
O<ITLO<TNDO<TOOOO <t SOr—L OO MLOOAN —LOMN—AONILOM—
OOOMT—OLO<TANOO <TOLOOCY>ANO00 <+ 0000 «—ALO CO D 10O i~
OOHONOY OO OCOM O AN+ OO SH OO COMND AN — O 0O O —I—
~— Ac—Ac—Ac—dAc—d—A Ae—AdcAd

OO OO OO OO OO OO OO OO OO O OO OO OO OO
AN AN AN AN AN AN AN AN OO OO DO OO OND ANLOLOLOLOLOLOLOLOLO
—_—T e
OO OO OO LOLOLOLOLOLOLO LOLOLOLOLOLOLOLOLOLO
i amianban Eon b on Lo R e o R L L B B o e B (AN [aNTeNTaN N o NTaNTaN [aN|

O<TLO<TFONO<TFSH OO0 COAO O~ AN — AL LOOLO

~—

..L..ln
(7o 0]
DO D

OO AN D < LO OO =00 GO NI <H LOLO O M =00 S A I
L €O OO €O OO (OO OO O~ MM~~~ M~~~ —~r~ o000 00O
SOOI IO IO IO OIS HTHITIHITHTH OO
— A e e 1 — 1 —d ] —d ] 1 1 — — —d — —d —]

50/100
100/200

HA'aSr'chB%,reaMgf Labor Statistics

Alaska Division of Insurance

Prepared by:
Basgd on y

Proposals
Date;



EXHIBIT B

PURCHASING POWER oF. FINANCIAL RESPONSIBILITY LAW.
of last change in financial responsibility law
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FC&S BULLETINS

TABLE OF LIMITS

Financial Respo>isibility and Compulsory Insurance Lazos

The tabic that follows displays the minimum financial responsibility and
compulsory Liability insurance limits for all states, the District of Columbia,
and the Canadian provinces. (Limits arc expressed in thousands.)

Alabama v .$10/20/5
LY F:T € .25/50/10

Alberta ... . 100
N APACL L .15/50/10
ArKansas ... .25/50/15
British Columbia 100
California .o . 15/50/5
Colorado...... . 15/50/5
Connecticut v . 20/-10/5
Delaware ... . 10/20/5
District of Columbia. . 10/20/5
FIOrida oo . 10/20/5
(C1:T)T - A 10120710
[lawaii........ 25/Unlimited/10
(T0F1 [ J— . 10/20/5
{1 Lo T ET— .15/50/ .0
TR0 [T — 15/50/10
1017 .20/10/15
Kansas ...mmveennen

(CTaIR o T A— . 10/20/5
(HATTEI LT R— . 511011
(VU ETTAT-T— .20/10/10
Manitoba ... 50
Marviand ... .20/10/10
Massachusetts ... . 10/20/5
Michigan ... 20/10/10
Minnesota. ... .25/50/10
IS T0]0] E— . 10/20/5
VTS [V T E— .25/50/10
Montana ... . 25/50/5
Nebraska ...

NEVIAR oo 15/30/10

#50/100 for wrongful death.

+Because Quebec has a complete no-fault system for bodily injury, the minimum limit
applies only to property damage within Quclx-c and combined bodil- injury and property dam-
age outside Quebec.

|Or. $30,000 comL.icd single limit.

New Brunswick..... 100
Newfoundland ... 75
New Hampshire ... 25/50/25
NEeW JErsey ... . 15/50/5
New MeXico ... . 15/50/5
New YOrk ... . 10/20/5*
Northwest Territories 50
North Carolina ... .25/50/10
North Dakota ... .25/50/10
Nova SCot'a ... . 100
(0] 111 J—— I 2.5/25/7.5
(014 EX{ 101 — .10/20/10
ONtario...... 200
0regon v . 15/50/5
Pennsylvania ... . 15/50/5
Prince Edward Island 100
(O]11:1 1 A 50t
Rhode Island...... .25/50/10
Saskatchewan 100
South Carolina ... . 15/50/5
South Dakota ........ .15/50/10
LTI I— . 10/20/5
TEXAS oovivrssisnssiisnn . 10/20/5
U171 20/d0/10f
VErmont .. .20/10/10
Virginia oo 25/50/10
Washington ... .25/50/10
West Virginia........ 20/-10/10
LRI 1| — .25/50/10
WVOMING v . 10/20/5
YUKON v 75

Eighth Printing
January, 1083



Pouch Y, State Capito
Juneau, Alaska 99RI1
(Y07) -165-3991

February 13, 1981

MEMORANDUM

TO: Representative Charges Anderson
FROM: Peter B. Froehlich

RE: Hawaii No-Fault Insurance Statute

Research Request 81-16

You have asked for information concerning the Hawaii no-fault insurance
statute. In response to your request, we have assembled the following
materials which are attached to this memorandum:

a copy of the Hawaii no-fault insurance statute, Chapter 294
Motor Vehicle Accident Reparations. (For your convenience,

we combined the chapter asit existed after the 1976 session
of the Hawaii legislature with the amendments enacted in 1977,
1978, and 1979 sessions.)

a copy of the digest summary of the eight amendments to the
chapter enacted by the 1980 session;

copies of two companion sections of the Hawaii statutes up—
dated to the present (Sections 286-116 and 006-13); and

a copy of an information pamphlet for Hawaii drivers which was
published i the fall of 1978, and despite subsequent amend—
ments to the act, is still in use.

In addition, we havecontacted the Hawaii Assistant Commissioner of
Insurance, David T. Ishikawa who has headed the no-fault section of
the insurance division since 1974, shortly after the no-fault law was
enacted.

Mr. Ish’kawa stated that after many amendments had been made to the
Hawaii no-fault statute over the past seven years, it was generally
felt that all major problems had been eliminated. Only one or two
minor housekeeping amendments are anticipated this year. He stated
that aprimary reason  for the success of the Hawaii statute 1is the
threshold of $2,500 damages or death or permanent disability, above
which a tort suit 1is permitted. This threshold has kept 90" of those
injured in car accidents within the no-fault system and out of court.

The only real problemHawaii®s system 1is experiencing is the rapidly
risingpremium costs of coverage. However, this 1isa problem which



Representative Charles Anderson
February 13, 1981
Page 2

arises not from the system itself, but from inflation and the increasing
number and severity of accidents.

According to Mr. |Ishirawa, thr* most controversial aspect of the Hawali
statjte is the coverage orovided by the state, free of charge, to welfare
recipients. He stated ti at some people object, on philosophical grounds,
to subsidizing Icw-income drivers, but that others feel that the poor
will drive regardless, arJ the state-funded coverage protects the public
in the case of accidents 1involving an 1indigent driver. No proposed
changes are expected to this part of the Hawaii law.

In response to your question concerning the potential difficulty of
drivers obtaining proof of insurance and then cancelling their coverage,
Mr. Ishikawa stated that it was something which could only be minimized,
never eliminated. In Hawaii, 1t 1is minimized in two ways: numerous
"checkpoints™ and severe penalties. Every time a driver and/or vehicle
owner has any contact with a government employee, agent or officer, he
must show a no-fault insurance 1identification card. This includes re—
newal of driver®s licenses, renewal of vehicle registration and license
plates, annual safety inspections and so on. The poralties for not
having a card, which 1is 1issued on purchase of insui :..ce, or for using a
false card, are strikingly severe. They include all cf the following:

1) suspension or revocaton of driver®s license;

2) suspension or vrevocation of vehicle registration or license
piates;

3) impoundment of vehicle;
4) up to 30 days imprisonment
5) mandatory fine of at least $100 and up to $1,000.

While these checkpoints and penalties have not resulted 1in 100% com—
pliance, hhey have been effective, according to the Assistant
Commi ssioner.

In addition t, the 1information included in this memorandum, we have
requested copies of the regulations which have been adjpted to imple—
ment the Hawaii statute and the 1981 report to the legislature on its
implementaton. We will forward these and other general materials we have
requested from the National Conference of State Legislatures immediately
upon receipt.

ITf we <can provide any further information concerning the no-fault
insurance system in" Hawaii or any other state, please do not hesitate
to contact us.

PI3F/dp
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PUBLICATION OF INSURERS AND PREMIUMS CHARGED FOR MOTOR VEHICLE INSURANCE.
Requires the state commissioner of motor vehicle insurance to publish annually
in a newspaper of general circulation a Jlist of all insurers with
representative annual premiums for motor vehicle insurance. (SSCR 350, 481;
HSCR 8-80, A24~80)

Effective April 9, 1980.

MILITIA, SERVICE BY GOVERNMENT EMPLOYEES. Amends law providing for the
reporting of government employees to military service by deleting [limitation
to "male” -employees and eliminating specific male gender reference to the
governor.  (HSCR 70-80; SSCR 822-80)

Effective April 9, 1980.

ACT 7
(HB 1803)

HAWAIl STATE GUARD, COMPOSITION OF. Provides the military forces of the Stite
be composed of all able-bodied <citizens instead of only able-boded male
citizens who volunteer fcr service and supplemented, if necessary, by nembers,
rather than men, of the unorganized militia. (HSCR 78-80; SSCR 823-80)
Effective April 9, 1980.

ACT 8
(HB 1820)

EMPLOYEES1 RETIREMENT SYSTEM APPLICABILITY TO MEMBERS® SURVIVING SPOUSES.
Amends law which makes other state or county pension or retirement laws
inapplicable to members covered by the employees®retirement system of the
State to include a member®s surviving spouse of either sex, not just widows.
(HSCR 606-80; SSCR 816-80)

Effective April 9, 1980.

ACT 9
(HB 1957)

CERTIFICATION OF ADDITIONAL ELIGIBLES> WHEN MORE THAN 1 VACANT CIVIL SERVICE
POSITION IN A CLASS. Allows the director of personnel services to certify an



ACT 44
(SB 2007, HD 1)

VENDING FROM STATE HIGHWAYS; PROHIBITED; PENALTY. Provides’ that any vehicle
or structure parked or placed wholly or partly within the right-of-way of any
state highway for the purpose of selling the vehicle or structure or things
therefrom, creates a hazardous condition or is a public nuisance, and the
department of transportation may remove or require the immediate removal of
the vehicle or structure from the highway.

Provides that any person violating this provision is guilty of a misdemeanor.
(SSCR 94-80; HSCR 806-80)
Effective April 25, 1980.

NO-FAULT  INSURANCE; ELIGIBILITY FOR JOINT UNDERWRITING PLAN AMENDED. Amends
eligibility provisions of joint underwriting plan in Hawaii no-fault law by
providing automatic no-fault 1insurance coverage to all bona fide public
assistance recipients upon the issuance of ioint underwriting plan
certificates by the department of social services and housing. Deems
certificate a policy for purposes of insurance law upon the 1issuance of a
valid no-fatlt insurance 1identification card. (SSCR 105-80, 551-80; HSCR
804-80)

Effective April 25, 1930.

ACT 46
(SB 2081, SD 1, HD 1)

HAWALL  INSURANCE LAW; LIFE INSURANCE POLICY LOANS. Amends life insurance
policy loan provision in Hawaii Insurance Law by raising from 6 to 8 per cent
the maximum rate of interest that life insurance carriers may charge on policy
loans.

Provides insurance commissioner with authority to vrequire life insurance
carriers to raise dividends or lower premiums to policyholders when holder®>
policy provides a rate of return exceeding 6 per cent a year. (SSCR 133-80;
HSCR 784-80, 833-80)

Effective June 1, 1980.

-45-



ACT 71
(HB 2698, HD 1, SD 1)

UNIVERSITY OF HAWAII®S OVERSEAS OPERATIONS AND ASIAN STUDIES PROGRAMS;
REPEALED. Repeals statutory provisions relating to the University of Hawaii®s
overseas operations and Asian studies programs. (HSCR 459-80; SSCR 854-80)
Effective May 17, 1980.

ACT 72
(HB 2703, HD 1, SD 1)

COLLEGE  OF EDUCATION; CLARIFICATION OF LANGUAGE. Amends provision of
University of Hawaii law by vreplacing the term "teachers college” with
"college of education. Provides that in the matter of the curriculum, the
university authorities may, 1instead of being required to, obtain the approval
of the department of education. Repeals the section giving recognition to
normal school students and section regarding the status of teachers employed
on 9/1/31.  (HSCR 463-30; SSCR 855-80)

Effective May 17, 1980.

ACT 73
(HB 2789, SD 1)

NO-FAULT INSURANCE, CUSTOMER®S POLICY PRIMARY OVER REPAIRER"S POLICY,
Clarifies that if a temporary substitute vehicle 1is made available to a
customer by a repair shop or a motor vehicle dealer repairing or servicing the
customer®s insured vehicle, the no-fault policy on the customer®s insured
vehicle shall be primary over the poj;icy on the temporary substitute vehicle
whether or not a charge is made by deleting no charge requirement. (HSCR
590-80; SSCR 939-80)

iffective May 17, 1980.

ACT 74
(HB 2842, HD 1, SD 1)

ANIMAL SPECIES ADVISORY COMMISSION; INCREASE MEMBERSHIP AND AMEND DUTIES.
Includes the recommendation of the forestry division of the department of land
and natural resources, in addition to the department®s fish and game division
as presently required, prior to authorization by rule of the deliberate
introduction of a species of animal by the department of land and natural
=rsourr.es into any habitat within the State, whether the introduction 1is from
without. the State into the State or from 1 area in the State into another area
in the State.



ACTS 85 - 86

ACT 85
(SB 2197, SD 1)

PURCHASE OF GOODS PRODUCED BY INMATE LABOR BY STATE AGENCIES AND POLITICAL
SUBDIVISION; REPEAL OF CERTAIN REQUIREMENTS. Deletes requirement that
purchases of all articles or product™ " "<nufactured by the department of social

services and housing, by inmate labo 1 state agencies or 1its political
subdivisions shall be made throu; department of accounting and general
services.

Abolishes the requirement that exceptions to the purchase of such products be
made by a board consisting of the director of social services, thr state
comptroller, and the director of finance. Provides instead that all such
exceptions shall be made by the director of social services. (SSCR  117-80;
HSCR 749-80, 919-80)

Effective May 21, 1980.

T-86 —
(SB 2214, SD 1)

"INSURANCE;  COMMISSIONER, APPOINTMENT OF ASSISTANT COMMISSIONER, ESTABLISHMENT
OF INSURANCE DIVISION, SALARY. Amends no-fault motor vehicle insurance law by
amending the definition of "commissioner” from the state commissioner of motor
vehicle insurance to the insurance commi*-sioner provided for Dby the Hawaii
Insurance Law.

Amends the Hawaii Insurance Law by establishing an insurance division within
the department of regulatory agencies under the supervision and control of the
assistant insurance commissioner. Requires director of regulatory anencies to
appoint, with approval of the governor, an assistant insurance commissioner to
serve at director™s pleasure, who shall supervise the performance of the
duties of the division.

Repeals provisions establishing office of, providing for appointment of, and
granting of powers and duties to, the commissioner of motor vehicle insurance.

Amends salary provisions for motor vehicle insurance commissioner and making
them applicable instead to the assistant insurance commissioner and providing
that the director of regulatory agencies instead of the insurance commissioner
has the authority to set such salary, and provides the salary shall not be
;,hore than $37,500. Deletes reference setting salary ceiling for motor vehicle
insurance commissioner as of 7/1/75 and 7/1/76.

Provides that the incumbent commissioner of motor vehicle {insurance on
effective date of Act shall serve as the assistant insurance commiss ioner
until termination of incumbent"s term and requires director 0of regulatory
agencies to thereafter appoint assistant insurance commissioner pursuant, to
this Act. (SSCR 134-80; HSCR 721-80, 924-80)

Effective May 21, 1980.



ACTS 102 - 105

abetting or entering into a contract with unlicensed persons or contractors to
be fined $200 for \.be first offense, $600 for the second offense, and not less
than $800 or more t. an $1,0U0 for any subsequent offense. (SSCR 560-80; HSCR
832-80)

Effective May 22, 1960; except that penalties incurred and proceedings
initiated before May 22, 1980 are not affected.

MOTOR VEHICLE INSURANCE; PERMISSION FOR USE OF CAR. Clarifies that under a
no-fault policy, coverage of an operator of the insured motor vehicle means
one using such vehicle with the express or implied permission of the named
insured. (SSCR 506-80; HSCR 879-80)

Effective May 22, 1980. y

ACT 104
(SB 2770, SO 1, HD 1)

HAWAI1L  VISITORS BUREAU EXECUTIVE BOARD I*EMBERSHIP; PROHIBITION AGAINST STATE
OR COUNTY OFFICER OR EMPLOYEE SERVING; REPEALED. Repeals law prohibiting an
employee or officer of the State or its political subdivisions or any member
of a county advisory committee created under the Jlaw relating to county
advisory committees to the department of planning and economic development
from serving as a member of the Hawaii Visitors Bureau executive board or
committee. Prohibits instead only employees or officers of the department of
planning and economic development from serving as members of the Hawaili
Visitors Bureau executive board. (SSCR 589-80; HSCR 844-80)

Effective May 22, 1980.

ACT 105
(SB 2870, SD 1, HD 1)

ARREST WITHOUT A WARRANT. Authorizes a police officer or other officer of
justice to arrest a person without a warrant, and detain for examination when
there is probable cause for the arresting officer to believe, instead of
having reasonable suspicion, the person arrested has committed an® offense in
the officer"s presence or has committed a felony or misdemeanor whether in the
officer"s presence or otherwise. Deletes reference to seaport or town and to
cases where it is not «certain an offense has not been committed. Deletes
refi -ence to intention to commit an offense.

Provides an arresting officer has probahle cause when the facts and
circumstances within the officer®"s knowledge and of which the officer has
reasonably trustworthy information are sufficient in themselves to warrant a

-80-



NO-FAULT INSURANCE FOR PUBLIC ASSISTANCE RECIPIENTS. Pdds provision\to
no-fault law providing insurance for public assistance recipients to provide
that only one vehicle per public assistance unit wil " be insured unless extra
vehicles are approved by the denartment of social services and housing IS
being needed for medical or employment purposes. (SSCR if
815-80)

Effective May 28, 1980.

ACT "Thlorm

(SB 1370, SD 2)

JUDICIARY PERSONNEL; COMPENSATION. Adds provision to employee compensation
law that no position shall be classified and paid in salary ranges SC-1, SC-2,
and SC-3 in the judiciary unless recommended by the administrative director of
the courts and approved by the chief justice. Provides further that not more
than one position shall be classified and paid in these ranges in the
judiciary.

Requires the administrative director of the courts to report annually to the
legislature as to tho manner in which the positions assigned to these ranges
are being used. (SSCR 43, 47-80; HSCR 700-80, 1040-80)

Effective May 28, 19GO0.

ACT 145
(SB 1838, SD 3, HD 1, CD 1)

HAWAIl CRIME COMMISSION; DUTIES; POWERS; COMPOSITION. Provides that the
presently existing Hawaii crime commission shall remain iIn existence instead
of ording on 6/30/80 as established in the office of the lieutenant governor
from 7/1/80 to 6/30/81. Provides that commencing 7/1/81, there 1is established
within the office of the lieutenant governor for administrative purposes only
the Hawaii crime commission and that this commission shall have its existence
terminated, 1if not renewed by the legislature nn 1/30/84.

Provides that the commission shall be composed of 9, instead of 12, members
appointed by the governor with the advice and consent of the senate. Deletes
exception for chairperson from appointment provisions, deletes reference to
the -7/1/77 to 6/30/80 term, and deletes provisions that the members shall be
representative of the State"s population and provisions for appointment of
chairperson by legislature and filling of vacancies. Provides that the term
of each member shall be from 7/1/81 to 1/30/84. Requires the governor to
appoint a chairperson and fill all vacancies for the unexpired term with the
advice and consent of the senate. Provides that a vacancy for chairperson
shall be filled the same as for initial appointments. Provides that the

-108-



ACTS 233 - 234

dynamite or other explosives, blasting caps, bombs, 0Y bombshells, by changing
the penalty from a 2 to 5 year term of imprisonment without probation to a
class C felony and imprisonment for 5 years without probation.

Amends provisions on issuance of licenses to carry firearms, prohibitions on

such licensing, and the carrying of pistols or revolvers, by changing the
penalty for wviolating such provisions from imprisonment for 2 to 5 years
without probation to a class C felony.

Amends provisions which prohibit the wilful alteration, removal, or
obliteration of the name of the make, model, manufacturer®s number, or other
mark of 1i1dentityof any firearm or ammunition by changing the penalty from
imprisonment for a term of 1 to2 years without probation toa misdemeanor.
(HSCR 315-80; SSCR 964-80; HC 28-80; SC 30-80)

Effective June 7, 1980. —mmmmmmmeeo

ACT 234
(HB 1986, SD 1, CD 1)

MOTOR VEHICLE ACCIDENT REPARATIONS; NO-FAULT. Amends definition of no-faul
benefits in Motor Vehicle Accident Reparations law to include only the
monthly earnings loss equal to the lesser of (1) $800 a month, or (2) the
monthly earnings for the period during which the accidental harm results in
the inability to engage in available and appropriate gainful activity,
deleting existing 3rd option of a monthly amount equal to the amount by which
the lesser of (1) or (2) above exceeds any lower monthly earnings at the time
the injured person resumes gainful activity.

Deletes commencement data of 9/1/74 in provision requiring the motor vehicle
insurance commissioner to accumulate experience data on a yearly basis.

Deletes specific reference to claims filed and tort claims filed, settled, or
litigated in provision requiring tabulation of amounts of benefits paid and
adds requirement of tabulation of benefit amounts reserved. Requires the
commissioner to perform such actuarial evaluations of these data necessary
(instead of arranging the claims made by dollar value from maximum to zero) in
determining annually the specific dollar value figure below which 90 per cent
of all, non-zero (added), medical rehabilitative claims, arising from motor
vehicle accidents occurring during the next no-fault policy term vyear are
expected to fall (instead of claims made or paid during the year). Provides
that this specific figure shall be used annually as the medical rehabilitative
limit for all accidents occurring during the next no-fault policy term year
for the purpose of the exception to abolition of tort [liability provision.

Deletes prior reference applying limit to 3rd and succeeding years and deletes
provision that for 9/1/74 to 8/31/76 the medical rehaoilitative limit shall be
$1,500. Adjusts the period that the commissioner shall make the tabulation to
compute the medical rehabilitation limit from 7/1 to6/30 to 4/1 to 3/31
preceding the 9/1 start of the no-fault policy term year.

Clarifies that each violation of the Motor Vehicle Accident Reparations law by
tho operator, owner, or registrant of a motor vehicle shall be deemed
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separate offense and subject to a fine of not less than $100 nor more than
$1,000 and such fine shall not be suspended irrespective of the Hawaii Penal
Code and deletes the alternative penalties of 30 days in jail, suspension of
driver®s license, or forfeiture of vehicle registration, or any combination of
penalties. Adds provision that in the case of multiple violations, the court
shall in addition to any other penalty impose:

(¢H) Imprisonment of not more than 30 days;

(2) Suspension or revocation of driver®s license of the driver and the
registered owner;

3) Suspension or revocation of the vehicle"s registration plates;

4) Impoundment or impoundment and sale of the motor vehicle for
storage costs and other charges incident to seizure of the vehicle
or other costs, involved pursuant to the required policy coverage
provision; or

(5) Any combination of penalties.

Amends criminal procedure law on motor vehicle insurance violations to clearly
provide for multiple violations and to add to the penalties the court shall
impose, the penalty of imprisonment of not more than 30 days..

Adds new section to no-fault law that if an insurer or self-insurer elects to
deny a claim for no-fault or optional additional insurance benefits in whole
or” inpart, it shall within 5 business days thereafter notify the claimant in
writing of the denial and reasons therefor. Provides that 1if the claimant
objects to the denial, the claimant shall Tfile with the motor vehicle
insurance commissioner 2 copies of the denial, a written request for review
and a statement of specific reasons for the claimant®s objections, filed
within 60 days after denial. Provides that the. commissioner shall not review
any denial in which the disputed amount is less than $5,000.

Requires the commissioner to conduct a hearing to review the denial under the
Administrative Procedure Act with the hearing powers under the law conferring
that power on boards to conduct hearings. Provides that after granting an
opportunity for hearing to the insurer and claimant, the commissioner shall
affirm or reject the denial and order the payment of benefits as the facts may
warrant. Provides that the commissioner may assess the hearing cost upon
either or both of the parties. Provides that: the commissioner®s final order
may be appealed under the Administrative Procedure Act. (HSCR  123-80; SSCR
983-80; HC 5-80; SC 6-30)

Effective June 7, 1980.



ACTS 270 - 272

least one general partner. (HSCR 443-80; SSCR 767-80, -1008-80; HC 36-80; SC
46-80)
Effective June 13, 1980.

ACT 271
(SB 1960, SD 1, HD 1, CD 1)

NO-FAULT  INSURANCE; PREMIUM DISCOUNTS, SURCHARGES, AND DRIVER EDUCATION FEES
FOR MOTORCYCLES, MOTOR SCOOTERS, AND RELATED VEHICLES. Amends insurant
rates provision in no-fault motor vehicle 1insurance law by requiring all”
insurers of motorcycles, motor scooters, or vehicles with less than 4 wheels,
notwithstanding existing law vrequiring each insurer to establish own rate
schedule, to provide a 10 per cent discounted premium to operators who
successfully complete a safe driving course approved by state director of
transportati on.

Permits any insurer of such vehicles to provide a 10 per cent or less
discounted premium to operators who submit affidavits stating intent to wear
approved safety helmet during operation of vehicle. Adds proviso permitting
insurers providing discounts to levy a surcharge, equal to discount, on
premiums of operators failing to submit affidavits. Prohibits any insured
operator with discounted premium from operating such vehicle wunless operator
wears approved safety helmet.

Adds proviso to law requiring 1/2 of all driver education underwriter fees
collected to be expended for a driver retraining program and 1/2 to support a
high school driver education program to provide that all such fees collected
from insurers of motorcycles, motor scooters, or related vehicles shall bey
expended fcr educating operators of such vehicles. (SSCR 636-80: HSCR 828-3J
SC 51-80; HC 41-80)

~Effective June 16, 1980.

ACT 272
-(-SB-232?--~D""27 HD 1, CD 1)

MENTAL HFALTH PATIENTS; INFORMED CONSENT AND RIGHTS. Requires informed

consent, as requireJ by the medical torts law and as defined by the board of
medical examiners, to be obtained from a patient, or the patient®s guardian,

if the patient is not competent to give informed consent, before any non—
emergency treatment for mental illness can commence. Requires a signed

consent form reflecting the proceeding to be obtained and maintained as part
of the patient"s record.

Affords any patient in a licensed psychiatric facility the following rights,
as provided by the institution. Qualifies all such rights of in-patients by
reasonableness, in view of the circumstances and the availability of
resources. Includes, hue is not limited to, the following: (1) access to
written rules and regulations with which the patient is expected to Comply;
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THE LAW

Oil ocplember 1, 1974, a new system of automobile insurance was
established in Hawaii which affected anyone who owned a car or who
might be injured in an automobile accident. It is a law which provides
prompt payment of medical bills, loss of wages and any other appro-
priate economic losses resulting from injuries in an auto accident
regardless of whom fault it is. This law is known as the Hawaii
No-Fault Law.

WHAT IS NO-FAULTY

First of all, when we speak of ‘no-fault", we are talking about
injuries as a result ofan auto accident — and not damages to cars or
property. Before Hawaii's no-fault law came into effect, we operated
completely under a tort or fain system of insurance.

For example, if you were irv olved in an accident and were injured,
you had to worry about whose lault it was and whether your insurance
company or the other person's insurance company was going to pay
you. If the other driver was at fault, then you may have had to either hire
a lawyer or appear in court before getting any money from the other
driver or his insurance coni|>any.

Under today's no-fault law, your insurance company pays you
directly for your losses as a result of injuries in the accident and
regardless of fault. Similarly, the other driver collects the losses for his
injuries from his insurance company without his company having to
determine who was at fault.

Thus, no-fault is a system of insurance which provides fast and
adequate payment of claims for injuries and financial losses resulting
from accidents without the need to resort to lawsuits.

DOI-S NO-FAUL.T COVHR Al.L YOUR LOSSBS?

Tne Hawaii No-Fault Law was primarily designed to take care of
first things first — to make sure that protection through insurance is
jjrovided lorpersonal injuries since this is whe.c must major [uoblems
occui.

Thu basic no-fault automobile insurance policy will at least pro-
vide you with the minimum protection required by law. This coverage
includes no-fault ben ifits (or personal injury protection) up to S 15,000
per person, residual bodily liability of $25,000 per person, and
property damage liability of $10,000 for each occurrence.

These basic requirements must be offered and purchased in a
package form, but of course, you still have the option to add other
coverages hased on your individual needs.

To hotter understand the protection no-fault insurance oilers, you
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need to know a little about the kind of losses people normally claim
after an accident.

First, there are losses that you can measure, tho kind that actually
cost you money, such as doctor and hospital bills, x-rays and therapy,
lost wage,, nursing and housekeeping care, funeral and child care
expenses.

Then there arc other losses hard to measure which do not really cost
you any money but which you feel you should be compensated for.
Examples of these arc inconvenience, pain and suffering, disability,
disfigurement and death.

With no-fault insurance, except for losses you cannot measure
.ccurately — primarily the "pain and suffering" you may have due to
an accident — almost all ofyour out-of-pocket losses would be covered
up to the limits of your policy regardless of fault.

DOES NO-FAULT TAKE AWAY THE RIGHT TO SUE?

Although having a no-fault policy ensures payment by your in-
surance company for all losses arising from injuries received in an
auto accident regardless offault, this docs not mean that ycur right to
sue the wrongdoer has been completely eliminated under the law. The
law recognizes that some people will experience pain and suffering
afteran accident, and because of this, your right to sue has simply been
restricted.

Thi: means that you can sue or be sued but only under certain
conditions.

Since Hawaii's no-fault law does not completely eliminate a
person's right to sue, the possibility of your being sued is very real in
the event you are ihc driver at fault inan accident which causes serious
injury in others. You still need protection from suits and part of your
basic no-fault policy will give you this protection.

REQUIRED AUTOMOBILE INSURANCE COVERAGES

No-Fault Benefit! or Personal Injury Protection Coverage

The basic no-fault benefit coverage will pay you, your relative, or
any other person r.ding in your car up U)S15,000 pur person for injury
regardless of farit.

The following arc the types of benefits you can get if injured in an
auto accident:

medical expense benefits — all reasonable charges for medi-
cal, hospital, surgical, professional nursing, dental, optomc-
tric, ambulance, prosthetic services, x-rays and religious
remedial care and treatment;

rehabilitation expenses benefits — includes charges for psy-
chiatric, physical and occupational therapy and rehabilita-
tion;

work loss benefits — includes loss of wages up to S800 a
month due to injury;

substitute service expense benefits — all reasonable charges
up to $000 a month for necessary services, such as caring of
children, housekeeping oryardwork. which would have heen
performed by you had you not been injured;

funeral expense benefit— all reasonable charges up toSI1,500
for funeral services including burial and cremation expenses;

survivors' loss benefits — payment to your surviving spouse
or dependents up >0 $15,000;

attorney's fees and cost benefits — reasonable sum for
attorney's fees and costs you are entitled to unless the court
determines otherwise;

other reasonahle and appropriate costs.

Residual Bodily Injury Liability Coverage

Although most of the injury claims will be taken care of under :he
no-fault benefits coverage, there will be situations when you can Lc
sued. The residual bodily injur)' liability coverage will protect you,
your family and anyone else driving your car with your permission in
the event that you may be sued because of injury caused to others.

What are tho situations under which you can be sued? You can be
sued by the person you injured under any of the following conditions:

if his medical bills exceed $1,500 (the current limit set by the
Automobile Insurance Commissioner);

if his total no-fault bills exceed 515,000

if his injury consists of permanent and serious disfigurement
which causes that person's mental and emotional suffering;

if his injury results In permanent loss of use of pan of Ins
body;

if his injury results in death.

Property Damage Liability Coverage

This coverage protects you oi any driver of your car for damages to
tho properly of others. Remember, the no-fault law applies only lo
injuries and does not affect the "fault system" for accidents involving
property damage, such as damage to a fire hydrant, a guardrail, a
traffic lightpost, a fence or even a house. If you arc at fault in such an
accident, you will bo held liable and can be sued for these losses

Furthermore, Ihis particular coverage docs not pay for damage to
your car. You must buy a separate "collision coverage" to take iarc of
this.



YOUR POLICY

Your no-fault auto insurance policy Is a contract. It is written so
that your rights and responsibilities as well as that of the insurance
company are stated clearly.

A no-fault auto policy usually consists of the following:

declarations — the declarations sheet, usually the first page
of the policy contract, shows your name, address, policy
number, the date and time your policy begins and expires, the
coverages and the limits you selected, the description of your
vehicle, the cost of each coverage and the total premium or
cost you pay for the coverages involved,;

Insurance agreement — this is what your insurance company
promises to pay and what losses it agrees to cover;

definitions — these basically explain who is covered and tlte
meaning of words used in your policy contract;

exclusions — this part explains the situations under which
the policy will not cover you or your car;

conditions — this section explains how and under what
conditions the company can cancel your policy; how you can
cancel your policy; your duties in reporting to the company in
the event of an accident;

endorsements — these are forms attached to your policy
which are used to change certain terms of your policy, to
increase or decrease your existing coverage or to add new
coverage to your policy. For example, if you purchase a new
car and sell the other, you can make this change simply by an
endorsement without buying a new policy.

HOW MUCH INSURANCE DO YOU NEED?

The Hawaii No-Fault Law requires you to buy the basic no-fault
auto policy which contains the minimum limits of no-fault benefits,
bodily injury liability and property damage liability damage cover-
ages. But, you have the right to suck and obtain additional coverage to
suit your needs.

All insurance companies are required to offer higher limits of
protection, but the decision to buy higher protection is up to each
individual buyer. For instance, you may wish to purchase higher no-
fault benefits coverage if your income is more than $000 a month,
which the basic no-fault benefits pays you. Or, you may want higher
[.mils for bodily injury or property damage liability coverages for
protection against lawsuits.

Hioher limits over the basic limits can be bought for an additional
cost as follows:

Basic Higher Limits
No-Fault Benefits Coverage 15,000 30,000; 50,000
Residual Bodily Injury 25,000 50,000; 75,000

Liability Coverage
Property Damage Liability 10,000 15,000; 20,000
Coverage

No-Fault Benefits Coverage — Deductibles

In addition to offer higher limits of protection, all insurance com-
panies must give you a choice of selecting adeductible amount on ycur
no-fault benefits coverage. The deductible amounts which you can
select — S100, S300 0rS500 — will be the amount which will reduce the
no-fault benefits payable to you for your injuries. Of course, your
premium for this coverage will be correspondingly reduced If you
chocse a deductible.

The optional coverages including the required basic no-fault
coverages are shown helow:

Physical Damage Insurance

Although Hawaii's no-faull law does not require you to purchase
insurance protection to cover losses to your car, all insurance com-
panies must offer you physical damage insurance if you want it.

This type of insurance is important to have when your car is new, or
while you arc still paying a note for it. Suppose your new car is totally
wrecked inan accident. Without such insurance, you could be left with,
a big bill to pay — and no car.

Physical damage insurance covers two kinds of losses, collision
and comprehensive:

Collision Coverage

This coverage pays for damages toyour car when'it is involved
inany type of collision. Your own insurance company pays for
such damages, regardless of who is at fault. You can still sue
the other driver at fault, but it may be easier to let your
company fix your car under your collision coverage and let
them collect the amount they paid you from the other driver or
his insurance company.

Deductible Collision

When buying collision coverage, your insurance company
will offeryou a choice of deductibles 0f$50, S100 or5250. The
deductible amount you select is the amount you agree to pay
first from your own pocket toward the damage to your car.
Your company will then pay the rest. Of course, the higher
collision deductible you choose, the cheaper your premium
for this coverage will be.



Comprehensive Coverage

Comprehensive insurance pays for losses like theft of your
car, and damages by fire, windstorm, vandalism, flood and
falling objects. It pays for almost all unusual damages toyour
auto other than collision damage. For example, it would pay
for the cost of repair or replacing your car if a tree falls on it. If
you are an owner of a new or expensive c; r, comprehensive
insurance would be an important coverage to have.

Uninsured Motorists Insurance

This additional coverage is for protection against uninsured
motorists up toaminimum of $25,000 per person. This insurance will
coveryour own injuries or those of occupants In your car when you are
involved withian uninsured car or a hit-and-run driver. The same
applies toyou and your family if struck and injured as a pedestrian in a
crosswalk or sidewalk by an uninsured car or hit-and-run driver. This
coverage is forinjury only and docs not pay for damage to your car.

Keep in mind that your own no-fault benefits for medical expenses
will apply first to any injuries in a car accident. To qualify for unin-
sured motorists coverage benefits, the condition stated earlier under
which you can sue must still be met.

This particular coverage is an insurance required by law, but you
may reject it in writing. Nevertheless, it is highly recommended that it
is purchased as part of your no-fault auto insurance package.

HOW YOUR POLICY WORKS

Now that you are familiar with the requirements of the Hawaii
No-I-'ault .aw, let's see how your policy works. Uxamples of typical
acci|dents are given to illustrate how the various coverages would
apply.

Example:  While driving, you hit a traffic lightpolc and knock it
down, causing damage to your car. Since you wore at fault, your
property damage liability coverage pays for damage to the pole. Dam-
age toyour carcan betaken care of under your collision coverage, if you
had purchased it. You pay the deductible amount and your company
pays the test.

Example: In the same accident above, you were also Injured and
treated for minor cuts and bruises. Yon incur a 5100 bill and remain at
home from work for two days. Under your no-fault benefits coverage,
your insurance company pays the doctor hill, including any x-ray or
surgical cosis, and for two days' loss ol wages.

Example: A car in front of you slops suddenly at a slop sign.
Following loo closely, you tear-cml that ear. The driver of that car
endures minor cms and Imilses, (our days of lost work and damage to
Ins ear Your iar was also damaged, and \*m and your spoiiso suffer
junior in’ eml bruises.

A

In this situation, the other driver will bo reimbursed for his medical
expenses and lost wages b'/his insurance company underii/s no-fault
benefits coverage, even though you were clearly at fault. But your
property damage liability coverage pays for his car damage.

You and your spouse's medical bills will be paid from your no-fault
benefits coverage. Your car damages will also be paid under your own
collision coverage, with your company paying over the deductible you
had selected. For instance, if the damage costs S-100 and you have a
$100 deductible collision coverage, your company will pay $300 to-
wards the repair after you put up the first S100.

Example:  While driving through an intersection, you are hit by
a driver running the red light. You are taken to the hospital by ambu-
lance, suffering a broken arm and a facial laceration which requires
stitches that result in permanent scarring.

Your no-fault benefits coverage will cover your medical, surgical,
hospital, nursing and ambulance bills, and up io S000 a month in lost
wages for the time you are unable to work. Remember, your company
will pay up to $15,000 for all the benefits provided under this basic
coverage.

You can also sue the other driver for your injuries, including pain
and suffering due to the permanent scar which caused your mental and
emotional distress. And payment for your car damage will come from
the other driver's insurance company under his property damage lia-
bility coverage.

Example: You are hit by an oncoming car while crossing the s'reet
and sustain serious injuries. As a pedestrian, you are entitled to all
no-fault benefits In each of tho following situations.

First, the insurance company of the car that struck you must pay for
all no-fijiilt benefits you claim. But if that car carried no insurance,
then your company will pay you undoryour no-fault benefits coverage,
providing yon own a car and have a basic auto insurance policy.

On the other hand, if you do not own a car, then you can get paid
ut.der a relative's no-fault benefits coverage, providing he owns a car
and Is n resident of your household.

Finally, If none of tho above situations apply and no benefits are
readily available to you, you can file a claim with the Hawaii joint
Underwriting Plan Assigned Claims Program through the State Motor
Vehicle Insurance Division. Your claim will then bo assigned to an
auto Insurance company and handled just as If you had a no-fault
policy wiiii that particular company.

In conclusion, buying the kinds and amounts of insurance you
need is difficult because you cannot predict Hie future. You do not
know if. or when, you will be involved in an accident or the amount ol
damages or injuries you might cause. Therefore, it is important that
you consider the following guidelines when buying insurance:

Thu more you have to protect, the more tnsuiunco you may need. i



you own ahome and earn good wages, consider buying more Insurance
than the minimum coverages required by law.

Buying insurance to cover your own smaller losses may bhe waste-
ful. You may save money ifyou take a higher colb sion deductible or do
not buy collision coverage on an older car. The key to this guideline is
to decide what amount of money you could pay if your car is damaged
in case of an accident without causing yourself financial hardship.

Always discuss yourinsurance needs with your agent or company
rcprescntat/ve. It is the job of this person to help you select the types
and amounts of insurance coverage you need.

, - BUYING A POLICY

In passing the no-fault law, the Hawaii State Legislature deter-
mined that competition among insurance companies would be the
best way to minimize and stabilize auto insurance rates. Thus, each
Insurance company is required to set its own rates, based on its own
auto experience. This is called open-rating.

Open-rating makes loropen competition among the companies and
this means each company will charge you Its own price for your
business. Because of competition, you will notice differences In rates
when you shop around for insurance.

TUB COST OB YOUR AUTO INSURANCE

When you buy no-fault auto insurance, you should know what
things are considered by insurance comparies in arriving at your
premium. The process of pricing insurance Is called rating and the
factors generally considered by companies In rating arc:

Where You Live

Most companies use the four-territory system: Honolulu,
Maui (Lanai and Molokai included), Kauai and Hawaii coun-
ties. Hates within each territory are bnscd on the losses involv-
ing autos garaged within dial area.

How Yovir Car is Used

Wyour car is used for pleasure purposes only, you will pay Inc
lower rate offated by your insurance company. If you drive to
and from work or use your car for business, your rate will be
higher. Some companies will also consider the annual
mileage as a rating factor.

Accidents and Violations

Your driving record and illuse of the members in your house-
hold who drive are important mmideraiions. Many com-
panies use a surcharge system bused on the number of acci-

dents and traffic violations occuring in the most recent three-
year driving period. So the poorer the driving record, the -
higher the premium.

Your Car Type

The year, make, modol and engine size of your car are also
important factors. Rates are usually higher if you own a high
performance or sports car. The value of your car is also sig-
nificant; the less it co™.s to repair or replace your car, the
lower tho cost of your premiums for comprehensive and colli-
sion coverages.

Coverages, Limits and Deductibles

If you purchase higher limits of protection and more cover-
ages, your premiums will be Itigher. Purchasing alow deduc-
tible on your collision coverage and no deductible on your
comprehensive coverage also results in higher premiums.

Discounts

Most companies have various discotmts as part of their rating
plan. Some types of discount offered arc: two or more cars
discount ifinsured with the same company; driver education
course discount; carpools discount; bmnpcr discount on
later model cars which have improved bumpers; student dis-
count, and senior citizen discount.

HOW TO SAVE MONEY ON YOUR AUTO INSURANCE

The best way to save money on your auto insurance is to drive
safely. The cost of medical expenses, legal settlements and auto re-
pairs nil influence thccost of auto insurance. Therefore, driving safely
Is the key to keeping your premiums down.

Here are some other suggestions which may help lower your costs:

Think twice before buying a high performance, high-powered, ex-
pansive or sporty car. Cars with smaller engines cost less to insure

Don't buy unnecessary physical damage insurance. For instance,
the premium for collision coverage on an older car may cost more than
tho car is worth.

Increase the amount of your deductible whan purchasing collision
coverage. Higher deductibles will reduce your premium, so decide how
much af a loss you can pay and then buy (lie deductible for it.

Buy comprehensive coverage with a deductible instead of full
coverage. This will also reduce your premium.

Have every toenaged driver In your household complete a driver
education course approved by the State Department of Education
Most high schools offer such courses. Some companies give adiscount
for driver training, but more importantly, your teenager will be a safer
driver.

If you own two or more cars, insure them with one company You
may be entitled to a multi-car discount.
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Notify your insurance company promptly if you sell a car or if a
driver leaves your household. It could lower your premium.

Pay the whole premium at once, if you can afford it. Most com-
panies have installment payment plans or a plan to finance your
premium. You may have to pay extra charges when you pay through
these plans.

Above all, maintain a good driving record. No accidents and a
clean driving record will mean lower rates for you.

SHOPPING FOR AUTO INSURANCE

Since the Hawaii No-Fault Law calls for an open competition rating
system, remember that rales will be different among companies. How-
ever, although price is Important, it should not be tho only considera-
tion. The quality and sendee yoii get from the company and agent are
ail part of what you will be buying. Therefore, it is important that you
shop around.

Where to Shop

Many insurance companies and agents advertise. Check the news-
papers and yellow pages of your telephone directory for companies
and agents in your area. Contact your relatives, neighbors and friends
for recommendations or information about the price, quality and ser-
vice of their company or agent. Ask what kind of claim services they are
getting.

Price Quotations

When asking for premium quotations, be sure you provide thcsame
information to each company or agent. The company or agent will
usually request: a description of your vehicle, its use, drivers license
numbers and records of nil drivers in your household and tho limits of
the coverages you want. Save time and effort by having this Informa-
tion ready when you begin to shop.

Quotations by telephone may not be as accurate as when you
personally visit tho company or agent. And, remember, most com-
panies or agents da not guarantee quotations by telephone.

When calling agents for quotations, also inquire how many com-
panies that agent represents. Many agents represent several com-
panies and may be able to provide you several quotes. Other agents
represent a company belonging to a group of companies going under
one name, and they too can provide quotes of all thu companies in that
group. In tills manner, you can make easy price quotations.

Why You Need u Good Agent

Even though you think you have chosen a good insurance company,
you still have to depend on an agent for service. A good agent is one
who will be able to serve you in many ways. Ho will be able to answer
your questions on insurance, assist you in processing your claim with

the company, and help you determine how much insurance is needed -
It would be worth your while to look around fora good agent, one whom
you can always depend on.

SETTLING YOUR CLAIM

A prime reason for passing the Hawaii No-Fault Law was to speed
up payment of claims to injured persons of auto accidents regardless
of fault. With this in mind, all insurance companies are mandated by
:aw to pay no-fault benefits within 30 days after you supply proof of
08S.

In filing your claim, give your company details regarding the acci-
dent — specifically, your injuries, the treatment and core you are
receiving, your income, your doctor's name and the hospital.

Once your company verifies the treatment with your hospital and
doctor, and the loss of time from your job with your employer, it must
pay you the benefits you are entitled to within 30 days. A 1.5 percent
Inter%st is also required on all amounts not paid to you within this
period.

WHAT TO DO IN CASE OF AN ACCIDENT
At the Scene

Thu first tiling to do is help the injured, administering first aid if
qualified and calling an ambulance.

Second, notify the police. To the police and the other drivers in-
volved, identify yourself. Give your name, address, driver's license
number and name of your insurance company.

Be sure you also get the names and addresses of the owners or
drivers and passengers of the other cars, as well as the names of their
insurance companies.

Just as Important is obtaining names and addresses of witnesses
who may bo valuable in settling your claim.

In the instance of damaging a parked car or someone's property,
you are responsible for locating the owner and identifying yourself. If
this is not possible, you should attach nnote to the property giving your
name, address and telephone number.

After the Accident

Contact your insurance company Immediately and give as many
details as possible. It is important that you do not delay. Witnesses
may disappear, evidence may be destroyed, memories may lade and
injured parties may exaggerate their Injuries. Give your complete
cooperation to your insurance company and the agent assigned to your
case for full protection and prompt payment of all entitled benefits



YOUR RIGHTS

The Hawaii No-Fault Law requires every owner of a car, bus, truck
or motorcycle to have insurance. Without insurance, vehicle registra-
tion papers and license plates must immediately be surrendered to the
county director of finance.

Any uninsured owner may be fined SI1,000 for each violation of
driving without insurance and receives no compensation ifinvolved in
an accident. Furthermore, he runs the risk of being sued.

As a policyholder of no-fault insurance, it is good to know your
legal rights and where you stand with your insurance company and
agent.

! Vo insurance company can refuse to sell you a no-fault insurance
policy ifyou are an owner, unless the principal driver of your car docs
not have a valid driver's license or unless you do not pay the premium.

Aro company can refuse to renew your policy unless the principal
driver of your car does not have a valid driver's license or unless you do
not pay the premium.

No company can cancel your policy, once issued, unless you do
nut pay your premium or your driver's license has been suspended or
revoked. Furthermore, your company must give proper nonce of its
intent to cancel your policy.

No company can refuse the benefits you arc entitled to should you
become involved in an accident.

FILING A COMPLAINT

If you believe that any of your rights have heen violated or that you
were treated unfairly, or that a claim with your company was not
handled properly, you have a right to file a complaint witli the State
Motor Vehicle Insurance Division.

However, your first step should be to contact your agent or company
representative since many complaints are simply a result of a mistake
or misunderstanding that can be corrected upon polite inquiry.

Complaints to the State must be in writing. Request standard
complaint forms by calling 5¥10-5450. Completed forms should men be
mailed to:

Motor Vehicle Insurance Division
Slate Department of Regulatory Agencies
P. 0. llo.x 2399
Honolulu, Hawaii 9600*1

Basic Personal Inbjulr_y’Protection
it

Property Damage Liazility

Bodily Injury Lia

$15,000
525.000
510.000

Coverages:



YOUR RIGHTS

The Hawaii No-Fault Low requires every owner of a car, bus, truck
or motorcycle to have insurance. Without insurance, vehicle registra-
tion papers and license plates must immediately be surrendered to the
county director of finance.

Any uninsured owner may be fined S1,000 for each violation of
driving without insurance and receives no compensation ifinvolved in
an accident. Furthermore, he runs the risk of being sued.

As a policyholder of no-fault insurance, it is good to know your
legal rights and where you stead with your insurance company and
agent.

No insurance company can refuse to sell yon a no-faull insurance
policy if you arc an owner, unless the principal driver of your car does
not have a valid driver's license or unless you do not pay the premium.

No company can refuse ro renew your policy unless the principal
driver of your car does not have avalid driver's license or unless you do
not pay the premium.

No company can cancel your poIicY, once issued, unless you do
not pay your premium or your driver's license has been suspended or
revoked. Furthermore, your company musr give proper notice of its
intent to cancel your policy.

No company can refuse the benefits you are entitled to should you
become involved in an accident.

FILING A COMPLAINT

If you believe that any of your rights have been violated or that you
were treated unfairly, or that a claim witli your company was not
handled properly, you have a right to file a complaint with the State
Motor Vehicle Insurance Division.

However, your first step should be to contact your agent or company
representative since many complaints are simply a result of a mistake
or misunderstanding that can be corrected upon polite inquiry.

Complaints to the State musr be in writing. Request standard
comlpldaint forms by calling 548-5450. Completed forms should men be
mailed to:

Motor Vehicle Insurance Division
State Department of Regulatory Agencies
P. 0. Box 2399
Honolulu, Hawaii 96804

Basic Personal Injury Protection
bility
s O Uk s=fovarge

Bodily Injury Lia
Property Damage Liability

515,000

525.000

510.000
@300

Coverages:
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Terr.
Pnmnanv

Use

American Automobile Ins. Co. (SAP)
American Casualty Co.

American Employers' Ins. Co.
American & Foreign Ins. Co. (FAP)
American & Foreign Ins. Co. (SAP)
American Home Assurance Co.
American Manufacturers Mutual Ins. Co
American Motorists Ins. Co.
American Mutual Liability Ins. Co
American National Fire Ins. Co
American Star Ins. Co.

Arnica Mutual Ins. Co
Argonaut Ins. Co
Aigonaut-MirUvcst Ins. Co.
Associated Indemnity Corp. (FAP)
Associated Indemnity Corp. (SAP)
Assurance Company of America
Carriers Ins. Co

Centennial Ins. Co
Charter Oak Fire Ins. Co.

City Ins. Co.

Colonial Pe.tr; Ins. Co
Commercial Ins. Co. of Newark, N.J.

Company Terr.

Ulte

Commercial Union Ins. Co.
Continental Casualty Co
Continental Ins. Co

Criterion Ins. Co

Ctimis Insurance Society, Inc. (FAP)
Cutnis Insurance Society, Inc. (SAP)
Employers' Fite Ins. Co

Etnployets Mutual Liability Ins. Co
Federal Ins. Co

Fidelity & Casually Co. of New York (.
Financial Security Life Ins. Co. (FAP)
Financial Security Life Ins. Co. (SAP)
Fireman's Fund Ins. Co. (FAP)
Fittem”n's Fund Ins. Co. (SAP)
Fireman's Ins, Co of Newark, N.J.
Tlist Ins Co.

(le.nctal Accident Fite (< Life Assurance
Glen Falls Ins Co

Globe Indemnity Co. (FAP)

Globe Indemnity Co (SAP)
Government Employees Ins Go.
Grain Dealers Mutual lus Co

Great American Ins Co.

766
229
331
396
362
251
334
334
358
225
232
229
368
368
362
266
384
288
229
554
360
149
384

I'lcas i

331
229
3684
358
189
146
331
401
211
384
261
260
362
266
3U4
370
263
384
396
362
303
414
175

OAHU

To/From
Pleasure Work

306
263
381
455
416
289
383
383
411
259
267
263
423
423
417
306
441
331
263
638
414
193
412

OAHU

To/From
re Work

381
263
442
372
217
168
381
461
242
442
300
300
<17,
306
447
476
302
442
455
416
330
476
759

MAUI
ToFrom
Pleasure Work
180 207
160 183
251 289
351 403
322 371
160 183
291 335
291 335
241 271
147 169
161 184
160 183
317 364
317 364
264 303
180 207
268 308
202 232
160 183
401 460
311 356
97 126
267 307
MAUI
To/Frotn
Pleasure Work
251 2U9
160 183
267 307
268 276
133 153
108 124
251 289
288 331
131 150
267 307
180 207
180 207
264 303
180 207
267 307
253 291
190 218
267 307
351 403
322 371
221 247
2114 326
147 169

KAUAI

TofFrora
Pleasure Work
J 214 246
159 181
246 263
305 350
282 324
159 181
256 294
256 294
241 217
146 167
161 184
159 181
280 322
280 322
291 314
214 246
266 306
200 230
159 181
395 454
275 316
97 125
264 304
KAUAI
To/From
Pleasure Work
246 283
159 181
264 304
265 214
132 152
108 124
246 283
282 324
131 150
264 304
178 205
100 1707
291 334
214 216
264 304
750 788
188 215
764 304
305 350
282 324
173 213
178 319
146 167

HAWAII
To/From
Pleasure Work
212 243
203 232
299 344
351 403
322 3N
188 215
294 338
294 338
266 306
m 196
187 214
187 214
321 369
321 369
291 334
212 243
322 371
219 286
107 214
471 540
315 362
115 149
318 365
HAWAII
To/From
Pleasure Work
299 344
203 232
310 365
280 290
155 120
128 147
299 344
342 393
155 177
o 318 365
208 239
216 248
291 334
712 243
318 365
301 346
224 257
318 365
351 *103
322 371
211 296
345 397
I'/| 196
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HAWAIl NO-FAULT AU LE
ON WORKSHEET

INSU.VANCE QUOTATI

MINIMUM RATING INFORMATION REQUIRED:

A. List All Drivers in Household:
Within Last 3 Years

Driver No. Name , _
No. of Accidents No. of Moving
L (at fault only)  Violations
0
n
d.

B. Automobiles to  insured:

Uses: Car Used For:
Make M$dE| & car Most éP) Pleasure (T&F) To & ,G”Q:aé
@ (Driver No)  From Work (D) Business g
Car 1
Car 2
C. Cost of your Insurance: Select Limit ANNUAL PREMIUMS
elect Limits
Coverages Required by Law: of Deductible Comﬁeany ComlﬁJany Comé)any Comgany
|. NO-FAULT BENEFITS (Personal
Injury Protection) .per pets.
(Required Min. - S15,000)
2. BODILY INJURY LIABILITY
(Required Min. - $25,000) per pers.
3. PROPERTY DAMAGE LIABILITY
(Required Min. - $10,000) .per acc,
J/. UNINSURED MOTORISTS
(Required Min. +$25,000) .per pers.
Additional Optional Coverages:
P ? Deduct
b. Comprehensive .per acc,
Deduct,
6. Collision per acc,

7. Other Coverages

TOTAL ANNUAL PREMIUM
I Company membership fee (if any)
voi'.r.. Ftior T<tar»e Charges
itUAL ANNUAL COSE OF INMIITANUI!



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY
Pouch Y, Stale Capitol
Juneau. AlftiVa 99811
(907) 465-3991
February 13, 1981
MEMORANDUM
TO: Representative Charles Anderson
FROM: Betty Ba??on, Issues Analyst
RE: Auto Insurance
Research Request No. 81-16
As a component of your vrequest on liability

vehicles, you have asked that we compile proposed
duced in past legislative sessions, that
An additional request made by your office for
Hawaii®s statutory provisions on compulsory
addressed in a separate memorandum.

For this project, we have collected bills

Legislature, convening in 1975,
Twelfth Legislature. These bills are attached to
listing of their titles, sponsors, and final status

NINTH LEGISLATURE

Number Abbreviated Title Sponsor

IB 38 Motor Vehicle Insurance Urion

HB 44 Motor Vehicle Insurance Swanson

SB 657 Motor Vehicle Insurance Croft
TENTH LEGISLATURE

Number Abbreviated Title Sponsor

HB ?7M Motor Safety Urion

Responsibility Act
HB 594 Motor Vehicle Insurance Commerce

insurance

for
legislation,

motor
intro—

iS pertinent to the subject.
information
liability

regarding
insurance is

introduced from the Ninth
through the current session

of the
this memorandum; a
follows:

Final Status
In (D Judiciary
In (1) Commerce

In ({I) Commerce

Final Status

In (1) Commerce

In () Judiciary



Representative Charles Anderson
February 13, 1981

Page 2

Number Abbreviated Title Sponsor Final Status

HB 614 Motor Vehicle Insurance Rules In (H) Commerce
Polici es

ELEVENTH LEGISLATURE

Number Abbreviated Title Sponsor Final Status

HB 402 Re/Motor Vehicle McKi nnon In (H) Commerce
Insurance, E.D.

SB 274 Re/Motor Vehicle Safety Commerce In (S) Commerce
Rr pnsibility Act, E.D.

SB 280 Re/Motor Vehicle Insurance Commerce In (S) Commerce

SB 460 Authorizing Municipalities Bradley In (S) Judiciary
to Establish Requirements
for Motor Vehicle Security
Deposits

SB 461 Tax Credit for Auto Bradley & In (S§) State
Insurance Premiums Stimson Affai rs

SB 542 Financial Responsibility Commerce In (S) Judiciary
Regarding Motor Vehicles

TWELFTH LEGISLATURE
Number Abbreviated Title Sponsor Final Status

SB 70 Authorizing Municipalities Stimson & In (S) Community

to Establish Requirements Bradley & Regional
for Motor Vehicle Security Affai rs
Deposi ts

As you will note, SB 70, cosponsored by Senators Stimson and Bradley,

is the only bill which has been introduced this session thus far re—
lated to the financial responsibilities of owners and operators of
motor vehicles. A similar bill, SB 460, sponsored by Senator Bradley,

was introduced in the Eleventh Legislature. If we can provide you

witli additional information regarding the enclosed materials, please

do not hesitate to contact us.

BB/bf



Fouch Y, Sintc Capilol
Jun-nu. Alaska 99811
(907) 465-3991

March 4, 1981
MEMORANDUM

TO: Representative Charles Anderson

FROM: B "ttj$Barton
Research Staff

RE: Auto Insurance
Research Requst No. 81-16 (Additional Material)

We have received additional materials concerning Hawaii®s program for
compulsory no-fault/liability insurance. We have enclosed -Lie follow—
ing for your review:

Rules and Regulations of the Motor Vehicle Insurai.,«
Division, State of Hawaii

Annual Report to the Legislature, Motor Vehicle Insurance
Division, State of Hawaii, July 1, 1979-June 30, 1980

Annual Report to the Legislature, Motor Vehicle Insurance
Division, State of Hawaii, July 1, 1978-June 30, 1979

In addition, we have enclosed materials, which you may find helpful,
compiled for us by the National Conference of State Legislatures.
These materials oucl ine the key components of auto insurance programs
in other states.

IT you have any questions regarding these materials or other aspects

of auto insurance, please do not hesitate to contact us.

BB/bf
Enels.



ECUSE RESEARCH AGENCY
Pouch Y - State Capitol
Juneau, Alaska 99811

465-3991
MEMORANDUM March 6, 1980
TO: Representative Sally Smith
FROM: Peter B. Froehlich
RE: Uninsured Motorists and the Motor Vehicle Safety Responsibility

Act (AS 28.20) (Research Request No. 69)

You recently asked this agency to explore possible methods to "tighten
up” the Motor Vehicle Safety Responsibility Act (AS 28.20). In the
course of our research on the Act, we learned that the Ser.ate Commerce
Ccvmirtee has been studying the same issue. That committee has received
- report from Richard 3lcck, former director of the Division of Insurance,
addressing amendments to the Act, as well as other approaches to the
problem .of uninsured motorists in Alaska. Senator Bradley has recently
introduced one bill as a result of Mr. Block"s report (S3 460 authorizing
municipalities to impose mandatory insurance). Another, which will

amend and tighten up the Motor Vehicle Safety Responsibility Act is
currently being drafted by the Legal Services Division of the Legislative
Affairs Agency for the committee.

In light of the existence of Mr. Block"s report and the legislation
which Senate Commerce Committee intends to introduce amending the Act,
you have instructed us that completion of our research pursuant to your
request was not necessary. Nonetheless, we offer this memorandum as a
brief summary of our work thus far.

The problem at hand is that over 50% of the registered private vehicles
in Alaska are completely uninsured. In 1978, according to Division of
Insurance statistics, the figure was 49.1%. Although that year is the
most recent for.which complete data is available, the trend has been an
increase in the figure each year.

The answer to the problem is not at all simple, and many possibilities
have been suggested. Mandatory insurance appears to be the least popular
for several reasons. In the states which have tried it, enforcement and
administration has been an. expensive burden and insurance rates have
often climbed faster char, in states without mandatory insurance.



Representative Sally Smith
March 6, 1980
Page 2

"No fault" insurance is perhaps a more workable solution, but has not
been popular with insurance carriers, attorneys and others in Alaska
when it has been considered by the legislature in the past.

Amendment of the existing Motor Vehicle Safety Responsibility Act may be
the most feasible answer. This approach would take advantage of the

main body of an existing chapter of the Alaska Statutes. It would
therefore result in less disruption, adjustment and staff increase in

the existing bureaucracy which implements the Act. It would be simpler
both to legislate and to administer. Because fewer people would be

forced by law to buy insurance, individual freedom of choice would be
preserved to a greater degree. While all possible problems with uninsured
drivers would not be solved, significant improvement could result from
amending the Act.

The Motor Vehicle Safety Responsibility Act was enacted in 1959 during

the first legislative session after Statehood. The Act deals with two
separate subjects: 1) the requirement of deposit of security by uninsured
motorists involved in an accident (AS 28.20.050-220); and 2) the require-"
ment of proof of financial responsibility for the future by motorists
convicted of certain offenses or involved in an accident (AS 28.20.230-
600). The Act has been amended 13 times from 1964 through 1977. However,
none of these amendments were really substantive. They merely made

minor changes such as raising dollar amounts (e.g., ch 202 SLA 1976 and

ch 144 SLA 1977), repealing some sections and subsections (e.g., 53 SLA
1973 and ch 135 SLA 1977), and substituting the Department of Public
Safety for the Department of Revenue in the administration of the Act
(e.g., ch 214 SLA 1976). Although the Alaska Supreme Court made several
specific suggestions for substantive amendments to the Act in Paulson

vs. National Indemnity Co. 498 P2 d731 (AK 1972), no remedial .action was
taken by the legislature. The Act has been significantly interpreted in
one other Alaska Supreme Court case, Hart vs. National Indemnity Co.

422 P2 dl015 (AK 1967). It has been cited or applied in at least 9

other cases, including three Alaska Supreme Court cases, two Federal
District Court cases, and four Alaska Superior Court cases.

Several amendments to the Act nave: been suggested either by others
contacted during our research or by the research itself. First, of
course, are the suggestions of the Alaska Supreme Court in the Paulson
decision 498 P2 d731 at 737. These suggestions are directed at tightening
the requirements of the second part of the Act for proof of financial
responsibility for the future by motorists involved in accidents. The
court suggested the repeal of language in AS 28.20.410 and 440 which
allows a motorist to satisfy the act by insuring only one of several
vehicles he owns.



Representative Sally Smith
March 6, 1980
Page 3

Two amendments were suggested by Ken Moore, director of the Division of
Insurance in a January 24, 1980 letter to Senator Hackney. These amend—
ments would 1) prevent registration of a vehicle or renewal thereof by
anyone required under the Act to file proof of responsibility for the
future who did not do so; and 2) make any falsification of such proof
punishable by a fine or jail sentence. The latter suggested amendment
appears to be covered by existing AS 28.20.570. The first suggestion,
essentially tightening the relationship between the Act and AS 23.10
(Vehicle Registration) appears to be necessary and desirable; however,
it would be susceptible to devious compliance by an individual who
obtains an insurance policy, registers his car, and then cancels his
policy.

Another possible amendment to tighten the Act would be repealing AS
28.20.260(b) which exempts anyone involved in an accident who establishes
his freedom from fault in court from the proof of financial responsibility
in the future requirement. The Department of Public Safety in 13 AAC 08.110
has implemented this section by providing that only those who "in the
department®s opinion" stand a "reasonable possibility" of being held

liable in court need provide the required proof. Eliminating che exemption
of AS 28.20.250(b) would force more people to prove financial responsibility
and save the department from making its finding as to reasonable possibility
of liability. However, it would also force innocent parties to accidents

to buy what would probably be high risk, high cost "SR 22" insurance.

One last amendment which lias been suggested may be the r.ost effective
measure. It is a suggestion which apparently arose from Mr. 3lock"s
report to the Senate Commerce Committee and will be included in that
committee®s bill. This approach would follow the example of New Mexico
and enact a fairly stiff penalty (fine and/or jail) for any uninsured
motorist who 1is involved in an accident in which he has a”y fault.

In conclusion, we should note that the whole area of automobile insurance
and solutions to the problem of uninsured motorists is very complex,

and no perfect solutions seem to be available. If you have any father
questions cir" desire any additional background information on this matter,
please contact us.



SUe%?é'X?féc?&%‘é“{ﬁ%m
Insurance Inaustry

March 16, 1983

Printed In USA

$100,000-Plus
PIP Claims
Mounting Up

'|E

3 23 PH '83

PO pr

Published by Stale Farm's Public Relations Department at Bloomington,
Illinois, tor distribution to those with an interest in the trends
and events affecting the insurance industry.

to I\

.'ti [1]

Vol. 14, No. 2

In states with unlimited no-fault medical benefits— Michigan, New Jersey
and Pennsylvania—auto insurers are accumulating personal injury pro-
tection (PIP) claims for $100,000 or more at the rate of 470 to 490 per
year, a now All-Industry Research Advisory Council (AIRAC) study shows.

All insurers in the throe states at year-ond 1901 had a prOJrected
2,372 of these large claims costing an estimated $700 million. The total
cost is four times more than these kinds of claims were estimated to cost
ina 1978 AIRAC survey. _ S

Projections were based on the experience of 17 companies, including
Stnte Farm, that insure 61.7 percent of the cars insured in the states.
State Farm analyzed the data it supplied for the study and the findings
were similar to those of AIRAC.

Tho 17 participating companies reported having 1,406 Inrgo-loss
(over $100,000) claims under personal injury protection coverage as of
year-0.id 1981, compared with 399 such claims as of gear-end 1977, Tho
avelr.agu cost per claim was $328,900 compared with $298,200 four years
narlior.

Results of the first AIRAC research on serious crash injuries were
published in 1979. The study was undertaken because "AIRAC recog-
nized the need to learn more about the long-term prospects for individuals
who had sustained very serious crash injuries," according to tho study
report. The most recent study focuses on tho effect of these claims on in-
surers as well as on tho crash victims.

Ann Durand, managor-resoarch in Stalo Farm's Rosearch Depart-
ment, is chairman of the AIRAC subcommittee responsible for the study.

Tho latest AIRAC sludy follows up on 410 seriously injured People
whoso claims were reviewed in the 19/8 AIRAC study. Twenty-four had
recovered from their injuries. Thirty-six had died The remaining 360
were coping with their injuries with varying degrees of success. ,

_ Fifty-eight of the accident victims wore working and another 74 wore
taking steps to become employed. More than eight in 10 had been in-
}/olved in physical rehabilitation, and most were judged to have benefited
rom it

About 83 percent of the survivors in the 1982 survey wero living at
home, usually with some form of attendant care. Fourteen percent wore
in custodial earn institutions and 3 percent were in hospitals or reha-
bilitation centers.

This Issue’s Profile:
State Farm Takes Next Step in Attempt
To Get 5 mph Bumper Rule Reinstated
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Cigarettes Are
Target of Efforts
To Prevent Fires

State Farm Reports
Results for 1982:
Dividends Set

-2 -

Many had near-normal life expectancies. For claims still open in
1982, claim handlers estimated the fles would remain open an average of
33 years. About 80 percent were expected to remain open 20 years or
more_and about half 30 years or more. .

The ultimate payments of the 331 cases that remained open are ex-
pected to avera%e $483,000. _ _

More than 44 percent of the claimants were under age 21 at the time
of their injury, and more than 71 percent were 30 or younger. This fin-
ding is confirmed by other AIRAC studies showing that young people are
disproportionately involved in injury-producing auto crashes.

Two actions aimed at attacking the leading cause of fire deaths—ciga-
rettes igniting upholstered furniture—arc expected to occur soon.

The Consumer Product Safety Commission (CPSC) will test new fire
retardant materials developed by the furniture industry. Fire Chief
magazine reports two apﬁ.roaches will be tested: (Q building small pieces
of aluminum foil into cushions to break up heat; and (2) replacing lightly
woven material with fire-resistant artificial fibers.

Also, a U.S. House subcommittee will hold hearings on a proposed
law to require the CPSC to make rules on reducing the tendency of
cigarettes to ignite upholstered furniture—perhaps by requiring that they
go out if left unattended. A similar bill has been introduced in the

enate.

A 1978 study by the National Fire Protection Association showed
upholstered furniture catching fire from cigarettes is the leading cause of
fire deaths in the United Stales—and cigarettes igniting bedding ranks
No. 2. When all household fires are considered, smoking is the fourth
leading cause, a 1978 National Fire Data Center survey revealed.

State Farm Mutual Automobile Insurance Compa.n?{ has reported 1982
earned premiums and membership fees of $6.7 billion, an Increase of 9.2
percent over 1981, Income from investments was $542.4 million. Hofere-
dividend underwntmﬁ_proflt was $(32.2 million. Not income from all
sources was $491 miflion. _

_Comparable 1981 figures are: Income from investments, $511.4
million; underwriting profit (before dividends), $5 million; net income,

$450.2 million. o o
Assets climbed from $11.5 billion in 1981 to $13.2 billion in 1982.

DIVIDENDS

“The company announced that during the six-month period beginning
April 15 it will distribute dividends totaling about $63.7 million to custo-
mers iu 24 states where underwrl_tlng(frofgts were in excess of the com-
pan%/’s total financial needs. Dividends will equal about 1 percent of
1982's earned premium total and will vary depending upon underwriting
results in each of the following states: 3 .

Alabama, Alaska, Arizona, Arkansas. Hawaii, ldaho, Indiana, lowa,
Kansas, Maine, Massachusetts, Minnesota, Nebraska, Nevada, Now Mex-
ico; Ohio, Ore\?lon, Rhode Island, Texas, Utah, Vermont, Virginia, West
Virginia and Wyoming. Thu Texas dividend Is subject to approval by the
Texas State Insurance Hoard.
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Th_e_compan%/ reported its 1902 claim losses and loss expenses totaled
$5.4 billion, up 7.1 percent from the 1981 figure of $5 billion.
~Surplus, including investment fluctuation reserves, totaled $4.7
billion as regards State Farm Mutual's policyholders and $2.1 billion as
regards policyholders of subsidiaries. N

_Included in Stale Farm Mutual's underwriting results was $1.1
m!“!on earned from its health insurance operation bn sales of $157.7
million.

PROPERTY AFFILIATES

State Farm Mutual’s property insurance affiliates, Slate Farm Fire
and Casualty Company and State Farm General Insurance Company,
reported a before-dividend underwriting loss of $2.8 million on sales of
$2.5 billion. That compares with a $22.5 million underwriting gain
(before dividends) on 1981 sales of $2.3 hillion.

The property insurance affiliates had a net income from all sources
of $243 million, compared with $211 million in 1981. Assets climbed
from$3.64 billion in 1981 to $4.13 billion in 1982,

LIFE INSURERS

State Farm Mutual's life affiliates, Slate Farm Life Insurance Com-
Ban_y and Stale Farm Life and Accident Assurance Company, added $G
illion of ordinary (non-groui)) life insurance in force during the year,
bringing the companies' total non-group insurance in force to $62.8
billion. The companies added $7.5 billion hi 1981, Total life insurance in
force, including %roup, was $66.6 billion on Dec. 31. o

Stale Farm Life reported an $80.5 million net gain (after dividends
and taxes) from operations in 1982, compared with a $91.6 million net
gain in 1981, State Farm Life and Accident Assurance recorded $4.0
million in net gain. In 1901, the figure was $4.4 million.

0 the industry

~ NEW COMPETITOR. The Century 21 real estate firm will begin sell-
ing homeowners insurance nationally as soon as state regulatory ap-
proval can be obtained, says Host's Management Reports, copyrightod
publication of tho A.M. Best Co. _ o

_After piloting sales of homeowners through its sales offices in
California, the firm expocts to be in 10 to 14 stales by the end of 1983
and to be countrywide by yenr-end 1904 or mid-1985. C.untur{ 21 has
about 6,500 sales offices. Underwriting the coverage will bo London
Guarantee and Accident Company of New York, an affiliate of the Con-
tinental Companies. According to Best's, tho firm is considering the sale
of term life insurance as well.

STOLEN CARS. Seven out of 10 cars stolen from motorists covered
in residual market (such as assigned risk) auto insurance plans are in-
sured inurban areas oven though just 4 in 10 new applications come
from those areas, shows a study by the National Industry Committee on
Automabile Insurance Plans,
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In about 75 out of 100 thefts tho entire vehicle was taken and only
about 38 of those were recovered, according to the study. All but two of
the recovered cars had some damage.

Luxury and mid-size cars accounted for more than half of the thefts.
Eleven of every 100 cars stolen were Cadillacs; 5 in 100 were Corvettes.
Fifteen percent of the cars were customized. Nearly one in 10 of the
thefts studied were of vans and recreational vehicles, a much greater
proportion of these vehicles than exists on the road.

in traffic safety

FEWER CAR FIRES. Required improvements in motor vehicle fuel
systems have prevented 400 deaths and 520 serious injuries a year in
traffic crashes, the National Highway Traffic Safety Administration
NHTSA) reports. Effective since 1976, the federal safety requirement
imits how much fuel can leak out after a rear-end crash.

The improvements necessary to meet the standard cost only about
$8.50 Rer car but they've prevented 6,500 car crash fires each year, a
NHTSA study siiows. Tho requirements were established only after the
Insurance Institute for Highway Safety conducted crash tests in 1973 that
showed fuel spillage was common in crashes and created a fire hazard,

DRUNK DRIVING. The U.S. Supreme Court ruled recently that the
fact a driver refused to take a sobrlet?/ test can be used as evidence in
prosecution of a drunk-driving case. [na 7 to 2 vote, the high court over-
turned a South Dakota court ruling that using such evidence in court
violated a person’s constitutional right to protection against solf-
incrirninntion.
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State Farm Takes Next Step in Attempt
To Get 5 mph Bumper Rule Reinstated

State Farm, joined by Allstate, has filed suit to get a 5 miles-per-hour
federal bumper standard reinstated. _

A brief was filed by both insurers on Feb. 14 in the U.S. Court of Ap-
peals for the District of Columbia. .

The 5 mph bumper requirement was weakened to 2.5 mph this past
July b%/ the National Highway Traffic Safety Administration FNHTSAS)
after being in effect nearly a decade. Besides permitting vehicle damage
in crashes at 2.5 m%h and above, the revised standard would allow un-
limited damage to tho bumﬂer itself in crashes at any speed.

NHTSA reasons that the
bumper improvements needed to
meet the requirements cost more
than they save because of the
amount they add to car prices and
to fuel consumption.

government cost
studies flawed

State Farm and Allstate dispute this, however, pointing out that the
NHTSA cost studies are flawed.” When corrected these studies would
show the 5 mph bumpers are clearly superior to 2.5 mph ones.

_The two insurers maintain that NHTSA's action violates congres-
sional intent as expressed in the language and congressional hlstorg of
tt)he 1972 Cost Savings Act. The law clearly contemplated use of a 5> mph

umper.

A standard requiring 2.5 mph protection "borders on being no stand-
ard at all,” the insurers' brief points out, noting that completely unreg-
ulated bumpers provide protection at 1.5 mph.

Five mph bumpers have been
4 standard equipment on autos since
prohibited damage tho 1974 model year. At first, tho
to safety parts federal standard required that
bumpers prohibit damage only to
. _ safety-related eqmFment in 5 mph
front and rear crashes. This equipment includes headlamps, laillights
and Ihe hood and trunk latches. _ o

A new federal standard extended protection to the car's exterior in 5
mph crashes, effective with the 1979 model year, and to the bumper itself
beginning with he 1990 models. . _

A redm lion in crash damage resulted, even with Ihe earlier
bumpers. The drop in the number of "fendcr-bender" accidents reduced
out-of-pocket e; ~.ise of car owners as well as insurance claims, accord-
ing to the petition. Stale Farm estimates that having 5 mph bumpers
reduced by nearly 20 percent the number of insurance claims involving
areas protected by the bumper.



The brief points out the additional accidents that will occur will cost

consumers a lot in lost time and inconvenience. _
~ The safely advantages also should not be overlooked, the insurers

maintain. The 5 mph bumpers reduced the number of vehicles operating
with malfunctions of safely equipment, the petition states. Yet, NHTSA
concludes its action will have no effect on highway safety.

NHTSA disregarded or underestimated each of the benefits of 5 mph
bumpers, the insurers maintain, arid it "overstated the savings that could
be achieved by gutting Ihe 5 mph standard.”

Tire insurers maintain the
federal safety agency is bound hy
laws that require it to act on behalf must act for
of the consumer in requlating for the consumer
safety and for economic savings.
To do so means reinstating the 5
mph bumper requirement, the brief says.

State Farm and Allstate state in the petition that even if NHSTA has
a case for weakening the rear bumper requirem_ent, "its rejection of the
standard for front bumpers was so patently arbitrary and capricious that
the court must reverse it."

A number of auto manufacturers weakened bumpers on 1993 model
cars. Ford was among the exceptions ann% with Mercedes-Benz, Nissan,
Saab, Subaru, Toyota and BMW, a Center for Auto Safety survey showed.
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MEMORANDUM March 6, 1980
TO: Representative Sally Smith
FROM: Peter 3. Froehlich
RH: Uninsured Motorists and the Motor Vehicle Safety Responsibility

Act (AS 28.20) (Research Request No. 69)

You recently asked this agency to explore possible netnods to "tighten
up" the Motor Vehicle Safety Responsibility Act (AS 28.20). In the
course of our research on the Act, we learned that the Ser.ate Commerce
Committee has been studying the same issue. That committee has received
a report from Richard 3lcck, former director of the Division of Insurance,
addressing amendments to the Act, as well as other approaches to the
problem .of uninsured motorists in Alaska. Senator Bradley has recently
introduced one bill as a result of Mr. Block"s report (S3 460 authorizing
municipalities to impose mandatory insurance). Another, which will

amend and tighten up the Motor Vehicle Safety Responsibility Act is
currently being drafted by the Legal Services Division of the Legislative
Affairs Agency for the committee.

In light of the,.existence of Mr. Block"s report and the legislation
which Senate Commerce Committee intends to introduce amending the Act,
you have instructed us that completion of our research pursuant to your
request was not necessary. Nonetheless, we offer this memorandum as a
brief summary of our work thus far.

The problem at hand is that over 50% of the registered private vehicles
in Alaska are completely "-ninsured. In 1978, according to Division of
Insurance statistics, the figure was 49.1%. Although that year is the
most recent for.which complete data is available, the trend has been an
increase in the figure each year.

The answer to the problem is not at all simple, and many possibilities
have been suggested. Mandatory insurance appears to be the least popular
for several reasons. In the states which have tried it, enforcement and
administration has been am expensive burden and insurance rates have
often climbed faster than in states without mandatory insurance.
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"No fault"™ insurance is perhaps a more workable solution, but has not
been popular with insurance carriers, attorneys and others in Alaska
when i1t has been considered by the legislature in the past.

Amendment of the existing Motor Vehicle Safety Responsibility Act may be
the most feasible answer. This approach would take advantage of the

main body of an existing chapter of the Alaska Statutes. It would
therefore result in less disruption, adjustment and staff increase in

the existing bureaucracy which implements the Act. It would be simpler
both to legislate and to administer. Because fewer people would be

forced by law to buy insurance, individual freedom of choice would be
preserved to a greater degree. While all possible problems with uninsured
drivers would not be solved, significant improvement could result from
amending the Act.

The Motor Vehicle Safety Responsibility Act was enacted in 1959 during

the first legislative session after Statehood. The Act deals with two
separate subjects: 1) the requirement of deposit of security by uninsured
motorists involved in an accident (AS 28.20.050-220); and 2) the require-’
meat of proof of financial responsibility for the future by motorists
convicted of certain offenses or involved in an accident (AS 28.20.230-
600). The Act has" been aranded 13 times from 1964 through 1977. However,
none of these amendments were really substantive. They merely man0,

minor changes such as raising dollar amounts (e.g., ch 202 SLA 1976 t-nd

ch 144 SLA 1977), repealing some sections and subsections (e.g., 53 CLA
1973 and ch 135 SLA 1977), and substituting the Department of Public
Safety for the Department of Revenue in the administration of che Act
(e.g.,, ch 214 SLA 1976). _Although the Alaska Supreme Court made several
specific suggestions for substantive amendments to the Act in Paulson

vs. National Indemnity Co. 498 P2 d731 (AK 1972), ixo remedial action was”’
taken by the legislature. The Act has been significantly interpreted in
one other Alaska Supreme Court case, Hart vs. National Indtunnity Co.

422 P2 dl1015 (AK 1S57). It has been cited or applied in at least 9

other cases, including three Alaska Supreme Court cases, two Federal
District Court cases, and f"ur Alaska Superior Court cases.

Several amendments to the Act have been suggested either by others
contacted during our research or by the research itself. First, of
course, are the suggestions of the Alaska Supreme Court in the Paulson
decision 498 P2 d731 at 757. These suggestions are directed at tightening
the requirements of the second part of the Act for proof of financial
responsibility for the future by motorists involved in accidents. The
court suggested the repeal of language in AS 20.20.410 and 440 which
allows a motorist to satisfy the act by insuring only one of severe .
vehicles he owns.
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Two amendments were suggested by Ken Moore, director of che Division of
Insurance in a January 24, 1980 letter to Senator Hackney. These amend—
ments would 1) prevent registration of a vehicle or renewal thereof by
anyone required under the Act to file proof of responsibility for the
future who did not do so; and 2) make any falsification of such proof
punishable by a fine or jail sentence. The latter suggested amendment
appears to be covered by existing AS 28.20.570. The first suggestion,
essentially tightening the relationship between the Act and AS 28.10
(Vehicle Registration) appears to be necessary and desirable; however,
it would be susceptible to devious compliance by an individual who
obtains an insurance policy, registers his car, and then cancels his
policy.

Another possible amendment to tighten the Act would be repealing AS
28.20.260(b) which exempts anyone involved in an accident who establishes
his freedom from fault in court from the proof of financial responsibility
in. the future requirement.v The Department of Public Safety in 13 AAC 08.110
has implemented this section by providing that only those who "in the
department®s opinion"” stand a "reasonable possibility” of being held

liable in court need provide the required proof. Eliminating the exemption
of AS 28.20.250(b) would force more people to prove financial responsibility
and save the department from making its finding as to reasonable possibility
of liability. However, it would also force innocent parties r.o accidents

tc buy what would probably be high risk, high cost "SR 2?." insurance.

One last amendment which has been suggested may be the most effective
measure. It iq a suggestion which apparently arose from Mr. 3lock"s
report r.o the Senate Commerce Committee and will be included in that
committee®s bill. This approach would follow the exanple of New Mexico
and enact a fairly stiff penalty (fine and/or jail) for any uninsured
motorist who is involved in an accident in which he has any fault.

In conclusion, we should note that the whole area of automobile insurance
and solutions to the problem of uninsured motorists is very complex,

and no perfect solutions seem to be available. If you have any rut'ner
questions or" desire any additional background information on this matter,
please contact us.



very P/ear avariety of legislative pro-
?osasarc introduced that would af-
ect the property and casualty insur-

AAIl S STICKLES

Compulsory Automobile
Liability Insurance: Too Much
For Too Little

By JAMES S. STICKLES

Regional Vice President
Alliance Of American Insurers

economic interest will not be served by their
enactment. Conversely, 1983 will see a con-
tinued effort b{l some of these interests to
promote legislation that will ultimately raise
the cost of insurance, specifically prejudg-
incnt interest proposals. There will also be a

ance industry. Many of these arc perennigfintinued emphasis to enact Ie%islation

sonic involve new thoughts bv legislators,

ministrat ive staff, and various groups repre-
senting specific interests; and some involve
new responses to long-standing concerns.
Last year was no exception. In the *‘new
approach to old problems" category, Cali-

fornia saw the enactment of a very controver-

sial agfroach to workers' compensation —
AH6S4. Inthe' new thoughts" area, drunk
driving legislation, spotlighted by Mothers
Against Drunk Drivers ( ADD? and other
?rasstoots organizations, came to the fore-
front in several states. As for those perennial
issues, we saw a myriad of proposals. In
workers'compensation, legislation tocrcate
competitive rating o fone sort or another led
the parade, followed b){ various approaches
to wage loss and the role state funds should
Flay in providing beneuts to injured workers.
n Casualty insurance, compulsory automo-
bile insurance was a maJ’or issue in many
states, along with auto theit and tort rcfoun.
In the cateagory of general legislation, a
number of différent tax proposals were in-
troduced as several states struggled to recon-
cile their fiscal problems.
~ What's Ahead .

Witai lies in store fot the insurance in-
dustry in 19837 Ilerc is the way | see it in the
Pacific Coast region. _
~ Lthink the workers’ compensation system
is sub ject to the most intense scrutiny it has
ever faced. In attempts by employer groups
and others to reduce workers' compensation

costs, changes in the method of rating work-

ers' compensation insurance, consideration
of monopolistic or competitive state funds,
continued discussion of the wage loss theory,
and exploration of group self-insurance will
remain in the forefront as will various other
alternatives to achieve cost containment.

In other stales, compulsor?/ automobile in-

surance will be the subject of intense debate,
followed i iosely by ion reform proposals that
will attempt to limit expanding tort I|ab|I|t_Y
doctrines. These tort reform proposals will
again face opposition from groups whose

red to controlling arson, auto theft and
raud, as well as drunk driving. Ana lest we
forget, the fiscal difficulties confrontin
various states could lead to consideration o
increased premium taxes, acceleration of the
Paymelnt of taxes, and consideration of new
axes, including user and service fees, as well
as Eossmle increases in ex!stmﬁ fees to boost
state revenues or to fund, in whole or in part,
state insurance department activity.
Compulsory Auto
While 1983 will find the insurance industry
busy on several fronts, many o f the issues be-
ing 0f equal importance, we should examine
an issue that has great public appeal but is at

the same time simply unworkable — compul-

sov\l/automobile Insurance. o
~ Whenever a compulsory automobile liabil-
ity insurance law is proBosed, consumers and
legislators ate invariably _

surance industry'sadamant opposition. They
assume that any industry should embrace a
law that forces more people to buy its prod-
ucts. Hut despite the prospects for additional

premium volume, we oppose this type of leg-

Islation because you sim Ely cannot pass a law
that will force people to buy insurance, There
ate too many ways to get around compulsory
laws, while at the same time you increase Ilie
cost to those who purchase automabile insur-
ance.

At one time, it was thought that those who
drove without insurance were merely irre-
sponsible individuals. Hut with the current
economic situation, and in particular our
severe unem Floyme_nt, otherwise tesponsible
people are often being put in the position of
deciding among necessities when spending
their dollars. And there are few |h>’%s that

take precedence to food and shelter when al-

locating scarce family resources.

As | said, you cannot legislate compliance.
As a general rule, these laws require that
evidence o f insurance he submitted to public
authorities when registering a vehicle, while
others require the cmtier of an automobile to
pioduce such evidence upon demand by a

Puzzled by the in-

police officer. But this evidence means noth-
Ing if a notice of cancellation is at home or
the owner purchases a policy on an install-
ment plan and does not make the second pay-
ment. There are even cases of people using
false evidence of insurance to secure their
registration.
Examples
A program has little value without enforce-

ment, and assorted methods have proven to
be costly and largely an exercise in fut|I|t¥.
Some compulsory laws require the state to
receive, file, maintain, and police literally
millions of pieces of paper annually. The sys-
tem generally requires random checks by
BO|ICG which can be disastrous as cvidenced
VY the situation that occurred in West

irginia following enactment ofa «'tough"
compulsory law. When the motor vehicle
department became clogged with cancellation
notices, reinstatement notices, etc.. several
motorists found themselves arrested while
they wcte actually insured out nad no way to
prove it when apprehended. .

To further illustrate, when New Vork in-
stituted its compulsory insurance system in
1956, the Department of Motor Vehicles was
immediately inundated with six million forms
representing evidence of insurance. It was not
long before the Department received another
blitz which included changes from new regis-
trations, cancellations and terminations,
changes of vehicles, changes in insurance
companies, and nameciianges. At onezpomt
it was estimated that SOper cent of the 25.(XX|
registration revocation notices sent out by |lie
New York Department each month were in-
correct or ohsolete b%/ the time they were
mailed. Enforcement became impractical at
this point because, with the scarce police
resources available for law enforcement
needs, it isdifficult tol]u_sufy placing this type
of,tenflortcement very high on the state's pri-
ority list.

~ Not Entorcenblo

~ Experience has proven that a compulsory
insuittnce law is not enforceable, does little
to ieduce the number of uninsured motor ists
on the road, and increases the cost of the
P_roduct to those who have paid for protec-
ion all along. .

As an industry, wo should be more aggies-
Mve in our endeavor to inform the public
about the reasons for our opposition to com-

UNDtRWRItE«S RCPOKI
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The Legacy O f

Mentor

By ROGER L. SMITH, CPCU

President
Insurance Educational Association

n 1982 I lost a great friend. So did the

1EA and the insurance industry as well.

For those of you who were fortunate
enougih to know Girvin Whitney, you know
exactly what | mean. .

It would be easy to address the current in-
dustry ills in this year-end article, | am sure,
however, that many others in this issue, far
more knowledgeable than I, will recount
these several times over. So, rather than talk
about what is bad in the industry, | will talk
about the legacy of good which I'believe Gir-
vin left behind. ,

First, he was a career insurance man, and
Broud ofit. Too often we aBolpglse for our

usiness and waiver in the belief that it is a
vital and rewarding profession. We need
more positive thinking about property/casu-
alty insurance and the people in It. It'is vital
and needed and offers exciting and fulfilling
career opportunities in a wide eariety of
areas. _

o A Professional

Girvinwas notaCPCU, but hewasapro-
fessional in every sense of the word. Ile rec-
ognized that titles and designations arc with-
out meaning unless an individual demon-
strates continued competence in their chosen
field. Even after 30 years of teaching courses
for the IEA, Girvin was often the first to sign
up for tl:e next instructor workshop. Inso do-
ing, he not only maintained his competence,
but added greatly to the competencies of the
new IEA instructor, . _

Girvin was an individual who did not need
agreat deal of public reco%mtlon. His satis-
raction came from accomplishment. If there
wasa project to be done, he did it, and it was

pulsory automobile laws, and the Alliance in-
tends to intensify our efforts accordingly. We
should explain that alternatives such as stiiet
financial responsibility laws, no fault insur-
ance and laws requiring insurers to offer con-
sumers adequate uninsured and undcrinsured
motorist coverage provHe more cost-efficient
and comPre_henswe protection to the respon-
sible motorist. With the combined resources
ofa united insurance industry, we can offer
persuasive arguments that comf)ulsor laws
arc not the answer to the problem of unin-
sured motorists.

FOREMOST DIVIDEND

Foremost Corp. of America has an-
nounced that it has increased its anticipated
annual dividend rate for 1983 to S1.24 per
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done on time. Many of us could take a lesson
from Girvin in timeliness, follow-through,
and commitment to purpose.

Long before we coined the phrase * Hu-
man Resource Development,” Girvin was a
skilled practitioner. He often talked about his
enjoyment in teaching Insurance 21 — Prin-
ciples of Insurance. This course is populated
by those new to the industry and who seek to
better their position. Girvin never tired of
helping these students learn concepts in the
classroom that would appy to current and
future jobs. He understood how important
it was to pros idc theoi)f)ortumty and the en-
vironment for practical learning to take place.

A Mentor

Perhaps most of all Girs in was a mentor.
The dictionary definition of mentor is "a
trusted counselor or guide." In a business
sense, it is a senior person who guides a
younger person's career development. The
mentor's role is not in pulling people up the
career ladder, but helping them develop their
unique abilities. Gin in may not hasc thought
of himself in those terms, but he was indeed
a mentor. _

For a number of years he was resgonsmle
for the career training program for the Hart-
ford insurance Co. in'the San Francisco re-
8|onal office. Hundreds of new trainees

egan their insurance careers in that course
underthe auspicesof Girvin. lam consistent-
ly amazed how many graduates of that pro-
gram credit him for startmq.them down the
right path in their careers. I1is unique ability
to provide the right combination of training
and counseling has made a lasting impact on
a large number of people.

share o f common stock fiom the 1982 rateof
SI,12 per Stiiarc. .

“The anticipated dividend rate will be for
dividends to be declared in 1983.

HAVLICK

(Continuod Irom pogu 73]

The valleys of Northetn and Ccntral Califor-
nia, one of the great wine E)roducm_g areas of
the world. And today San Jose's silicon valley
isworld famous as computer technology up-
|rooted the fruit trees of the Santa Clara val-
ey.

yMen go mto space and rctm n in spacecraft
built in California. And what is termed the

components of high technology, the comput-

er sector, electronic components, instruments

Black Brokers Training

Some ofyou may also remember ihe Black

Brokers Training program, but are probably
unaware of the role Girvin played in its suc-
Cess.
~The program brought previously unquali-
fied members of the black community into
a special course offered through IEA. Girs tn
served as the instructor for several years, and
closely followed the progress of those who
then went on to assume meaningful positions
with their sponsoring companies. |am sure
he would be very proud to know that one ot
%he glraduates now serves on the regular IE A
aculty.

Yes, | think Girvin left a legacy from which
we may all draw strength. We need more peo-
ple who think this business isa great and wor-
thy place to devote one's career. We need
more people who understand what isrequired
to be a professional and who gain satisfac-
tion from personal accomplishment.

We need more people who believe that our
greatest strength isin Human Resource De-
veIoFment and who provide the opportunity
for that to happen. Finally, we need more
W|Illn? mentors who are Sincere and truly
¥ya|nt 0 help others grow to their full poten-

ial.

Girvin is sorely missed by me and many
others, but the legacy he leaves behind con-
tinues to serve asa mentor to us all.

and new generations of medical equipment
are in place. The stepping stones of yesterday
have become the cornerstones of tomorrow
its California, _retammghthe accomplishments
or the past, displays the resiliency, creative
thought and the unique ability to move with
a changing economy.

COMPULSORY AUTO
LIABILITY LAWS

Ati/ona and Indiana have enacted com-
Fulsory auto liability insurance laws, effec-
ive Jan. |, 1983. .

New Mexica's compulsory insurance law
will take effect in 198-1. according to the In-
surance Information Institute. The New
Mexico law will bring to 32 the number of
states with compulsory auto insurance.
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March 10, 1981
MEMORANDUM
T0: Representative Thelma Buchholdt

FROM: Betty Barton
Research Staff

Rﬁr' ‘ Motor Vehicle Insurance
| \ Research Request No. 81-32

This memorandum responds to your vrequest for information concerning
compulsory liability and no-fault automobile insurance, including infor—
mation on innovative reparations systems for automobile accidents, in
other states. To research this topic;_we."_have"reviewed’"the""programs® of’
several states, including North Carolina, Michigan, and Florida. We
have contacted agency representatives from Alaska and other states, asl
well as representatives from the National Association of Insurance Com—
missioners, the. American Automobile Associationf-"and the;National Con—

ference of State Legislatures. * icl  orbi ., meew o g
L #xQY: iC oj e roe: fel-. (/. {o<m
COMPULSORY LIABILITY INSURANCE Y. H U-.LH..V*

UntiT the 1970°s, the tort [liability system, where losses are deter—
mined through a judgement of the courts, was the established means of
making reparations for auto accidents. Based on principals of fault

law, the tort liability system assumes there is an innocent victim and a
wrongdoer in accidents where damages have occurred. Through the system,

losses are shifted from the victim to the wrongdoer, when a wrongdoer

can be found.

Initially, when automobiles were only in the hands of the wealthy,
drivers relied upon their own assets to provide payment for accidents
caused by their vehicles. As the availability of automobiles increased,
drivers without the necessary assets began to purchase insurance, in
the event that they might be required to pay for damages caused by their
motor vehicle. Originally the purpose of automobile insurance was to
defend the policyholder against suits, and in the event that* fault was
determined, to pay the damages to the limits of the policy. If a policy—
holder was considered to be "judgement-proof", too poor to be sued by
the victim or too poor to pay a judgement of the courts, the insurer was
not required to pay on behalf of the policyholder. Gradually, to extend
a party"s ability to receive compensation, states began to require that
auto insurers providemwayment regardless of the policyholders® ability
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to pay. Consequently, what was initiated as an indemnity policy became
a liability policy, eventually extending further to the liabilities
incurred by an uninsured person driving the car with the insured owner-"s
permission.

Increasing concern about wuninsured drivers, resulted in most states
enacting a financial vresponsibility act, where drivers are required to
show proof that they have access to financial assets sufficient to cover
future accidents. (Many states, including Alaska, restrict the applica—
tion of this law only to drivers having an accident history.) As the
number of uninsured drivers lacking the- assets to reimburse a victim for
losses increased, several states began to mandate the purchase of liabil—
ity insurance by residents.

Today, 24 states have compulsory [liability insurance laws. Of these

states, many include both no-fault, and [liability programs. Several ™"
states, however, have not initiated a no-fault program; North Carolina
is one such state. ' - : .-

i .
North Carolina Compulsory Liability Program -

North Carolina has one,of the older compuisory liability auto insurance®
programs in the nation. Financial responsibility requirements were
established in 1947. 1In 1953, legislation regarding compulsory financial.,
security was enacted; it was refined and strengthened in 1957 .JUnder
North Carolina law, motor vehicle owners are required to provide one of
several assurances of financial security in the event of future tort
liability, including a liability insurance policy, a financial security
bond, or a financial security deposit. Most drivers select liability
insurance; other options are generally regarded to be less attractive
for the average driver. For example, the security deposit required in
the state is $75,000 annually, which precludes most vehicle owners from
utilizing this as an option.

The law was recently amended to raise the limits of liability to $50,000
for bodily injuries of all persons injured in an accident, subject to a
limit of $25,000 per person, and $10,000 coverage for property damage.
All vehicles are subject to the compulsory liability requirements with
the exception of government vehicles.

Administrative aspects of the. North Carolina law have been recently
revised to allow for more cost-efficient program operation. When persons
register their vehicles or renew their registrations, their 1insurance
coverage is certifiedby recording the date and identification number of
the policy. Insurers are required to notify the Department of Motor
Vehicles of any changes or cancellations of policies. Because of the
administrative burden of this requirement (which some have said resulted
in 05,000 notices of changes in policies monthly), the requirement has
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been amended so that 1insurers notify the department only of changes
occurring within the first 6 months of the life of the policy.

For remaining policies, a spot-check system based on random sampling has
been implemented. According to an agency spokesperson, the department
has experienced a notable savings by revising the administrative compo—
nents of the. program. Four years ago the program required a clerical
staff of approximately 127 persons; today 15 staff persons and about
$85,000 of annual computer time are used to administer the program.
Similarly, the number of highway patrol officers used in the enforcement
of the. program has decreased from 37 to about 5 "officers,, who are.used
primarily to pick up license plates of delinquent’auto®policyholdersi®-

For a variety of reasons, including uniform policy rates, a points
program, a subsidized insurance market, and a 6 percent limitation on
rate increases for annual filings, North Carolina does’not have the high
policy rates frequently associated with compulsory liability insurance
According to Joe Register, of-the-Department- of Motor- Vehicles*-North -
Carolina currently fs one of five states in the nation with the lowest
policy rates. According to Mr. Register, the average liability policy
costs $100;.,,his personal policy, which covers®4 automobiles and 1 pick-up .
truck, ,and ,includes.,* one 23 year-old male, with\several points against ;
him, and one 18 year-old"female, costs $450 per yearV- However, a driver"s. *
record in. North.Carol inarrhas a. significant ==lpect” on thelcost; of.’his" or j
her policy.. A.,driven- having no moving"violations .for;3 or more", years®;’
receives a 10 percent”, discount =en his ’policy,"- while ¥ driver with 12
points on his record faces a rate 550 percent above the basic policy

cost (one point represents a 20 percent increase).

Part of North Carolina®s 1low rate structure is due to 1its reinsurance
program, which was subsidized by the state and is now supported by all
policyholders through a 6 percent surcharge on all policies.* Reinsurance
is an agreement between the insurance company and another organization,
the reinsurer* that the organization will assume a designated amount of
risk for a given policy. The reinsurance program was established
through legislation enacted in 1977 to improve the assigned risk plan,
where drivers who cannot obtain insurance due to the risks associated
with their age, sex, or prior driving record, are assigned to individual
automobile insurers in the state 1in proportion to the total amount® of
premiums each insurer has written. The assigned risk method resulted in
significant.losses .($120 million in 1973) for the insurance industry.
Under the reinsurance program, a person desiring coverage buys insurance
from any insurance agent and pays his premium to the company. However,

1 North carolina®s reinsurance program currently 1is the subject of a
legal battle due to questions regarding the equity of the surcharge
on poiicyholders.
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if a claim is filed against a high risk policyholder, the source of
payment for the losses would be the reinsurance program.

It is estimated that approximately 5 percent of North Carolina®s resident
drivers successfully evade the system and are uninsured. 0Of the ac—
cidents occurring in the state involving 1in-state drivers, less than
one-half of one percent are found to be uninsured. Of 300,000 licensed
drivers in the state, 1,500 annually have their licenses suspended for
noncompliance with the insurance requirements.

A copy of the North Carolina law, with 1its most recent amendments is
atgacve% to*tngs Jeport (Appendix A).

NO-FAULT INSURANCE

The concept of no-fault insurance signifies a change in the established
system of reparations in auto accidents. Where the tort system assumes
the presence of a w"ongdoer in every accident, the no-fault system empha—
sizes expedient- compensation for losses Dby the insurer'regardless of
fault.” Proponents of no-fault argue that as 94 percent of the driving
population may anticipate involvement in a traffic accident within the
next ten years, fault may no longer be vthe prime consideration.- In
essence then, .a no-fault program..;,replaces the"traditional system of
torts, where, fault 1is determined and mompensation is™"-awarded through”"a"
judgement of the courts, with a system of direct;compensation, regardless.
of fault, “made directly to an 1insured policyholoer’-by his insurance
carrier.

Although the components of a no-fault program vary, a no-fault program
could include the following provisions:

1) Owners and operators of motor vehicles obtain first-party
insurance coverage for protection against the cost of personal
injuries (or the injuries of other occupants of their auto—
mobiles) sustained in automobile accidents.

2) No-fault benefits cover economic “"osses, medical expenses,
lost wages, and replacement services, with no coverage pro—
vided for general damages (i.e., Tinancial compensation made
for pain and suffering).

3) Toil [liability for bodily injuries is abolished except in the
evr c of death, or a permanent or serious disability.

The purpose of no-fault insurance programs basically was to speed up the
compensation process and to increase the amount of compensation received.
Under the tort liability system, victims normally recover only about 50
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percent of their losses from all sources, e.g. tort liability clainms,
life and health insurance, automobile collision insurance, sick leave,
workman®s compensation, and disability, health, and other insurance bene—
fits. Additionally, some people argue that tort liability recoveries are
often inequitable, having little relationship to the amount of economic
loss sustained. As an example, compensation for pain and suffering which
accounts for over half the amount of total tort recoveries, is generally
regarded to be highly subjective, with the amount of compensation awarded
varying from one case to another. -*

The effect a .no-fault program will have on 1insurance premiums IS con—
tingent upon a number of"variables. It is generally agreed that premiums
will 1increase Under a no-fault program when there 1s an increase m the
number of persons receiving benefits and when the benefits paid to persons
with large economic losses are higher thac under a liability program. Con—
versely, a premium decrease will occur from the reduction (or. elimination)
of pain-and-suffcring allowances and potential reduction in claim-adjust-
ment costs®.SavihgV. to be realized by the "state depend "uponla-variety
of conditions including such 1issues as the proportion of single-car
accidents,and the proportlon of allowances that formerli went toward-.;

gener4al daﬂw\zjlgesio _I N s " e - Vo.,.—
- - T ey A MErrrvid
Mlchlgan No- Fault Insurance Program b .- -'im - —

' J l .< ). l r -' o * ) i i i i
The Mlchlgan program in operation since 1973, represents one)"of. the;
purest forms of no-fault insurance plans in the nation in the degree to
which 1t restricts®lawsuits. Under the Michigan program, general damages
are recoverable through the courts only if an auto accident injury results
il death, serious impairment of a bodily function, or permanent and
serious disfigurement. Unlike some no-fault states, there is no dollar
threshold associated with noneconomic losses.2 No recovery through the
tort liability system is allowable for economic losses (special damages)

2 A threshold refers to the point, which 1is measured 1in time, money, or
other ways, beyond which tort [liability can be established. At any
point beneath the uhreshold, reparations are paid through the insurance
carrier with no recourse 1iIn the courts. For example, Hawaii has es—
tablished a threshold of $2,500 in medical expenses (or death or per—
manent disability) before a person is entitled to file a tort lawsuit.
The threshold has kept 90 percent of those injured in car accidents
within the no-fault system and out of court. Conversely, Kansas has
a dollar threshold of $500. The level of the threshold can be an
important factor iIn" assessing the cost-effectiveness of the program.
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and all recovery for special damages occurs through the insuring company.
Under Michigan law, persons entitled to benefits as a result of in-state
accidents are the insured and his or her family, occupants of the insured"s
vehicle, and pedestrians.”

Unlike most states, Michigan also generally excludes property damages
from the tort liability system. Property damages may be recovered through
the insurance company subject to the provisions of the insured®s policy.
Under a policy for collision insurance, there is a $400 (maximum) de—
ductible. Under a recently implemented Michigan law,.._parties can sue a
no-fault driver for up .to $400 in. order to recover .-the.)amount-of . the
deductible. Insurance companies are required by law to provide a minimum
of two types of collision policy options: 1) "limited collision” which
provides Vhe driver with compensation if he has been found not to be at
fault and which provides drivers with coverage similar to that-=found
under the tort system;, and 2) "broad collision,” which offers extended
property damage coverage, regardless of fault, and has no deductibles.

Policy rates for no-fault 1insurance in Michigan have risen since .the.
prog am was =initiated in 1973.*" However," according to state ..insurance--
staff, studies have indicated that .-the rate of increase for policies in
Michigan have not been out of line with those experienced in other states
and, in fact, often have increased at a slower rater Part of the problem,"
according to Barb Edwards, Policy Analyst for. Michigan®s. j, Insurance
Bureau, 1is attributable to the fact that under a no-fault plan, ‘a driver
is purchasing more insurance coverage which causes the"cost of a policy
to rise. Although policy costs may be higher under a no-fault program,
studies of the program have indicated that individuals are getting signi—
ficantly more insurance for their dollar than was the case under the
tort liability system where much of the insurance dollar frequently was
consumed by attorneys® fees. Barb Edwards added that the basic policy,
mandated by law, 1is not expensive; collision coverage, which 1is not
required by law, bears a higher cost.

According to Ms. Edwards, the public response of Michigan =residents
toward the no-fault program generally appears to be favorable. Studies
have indicated that the majority of the Michigan population 1is insured.
The uninsured, estimated to range between 6 and 16 percent of all drivers,
are concentrated in sections of the Detroit area. Research, findings
that many of the uninsured are drivers having better than average driving
records, have prompted the development of the Essential Insurance Law,
enacted January 1, 1981. Tin"s law changes the underwriting and rating
schedule for auto insurance to vrequire insurance companies to offer
"eligible persons,” defined by law as those having good driving records,

3 In out-of-state accidents, benefits may be extended to the insured,
family, and auto occupants, but not pedestrians.
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insurance coverage through their regular programs rather than through
coverage purchased through an assigned risk pool.

Michigan®s provisions for unlimited compensation for medical and re—
habilitation expenses have caused some conflict within the insurance
industry. In 1977, company representatives argued that unlimited coverage
was making the purchase of reinsurance difficult, where the responsibility
for a designated share of an insurance company"s liability on a policy
is accepted by another organization. As a solution, insurance company
spokespersons approached the state legislature suggesting that an upward
limit be placed on medical benefits... Instead, the legislature,responded
with a catastrophic claims fund; Established by ’statute in 1978, the
Michigan Catastrophic Claims Association, MCCA, is a reinsurance associa—
tion that pays for policy claims in excess of $250,000. The MCCA 1is
funded by the insurance industry, all auto insurers are required to
participate.”- The Association 1is supported by an annual assessment on a
per vehicle basis (approximately $6.00 per vehicle) and has become a
financially healthy entity representing $85 million in assets,... However,
as Is the case” in North Carolina, several aspects of the association are
currently being challenged in court. The effect that the suit may, bear
upon MCCA-, or the Michigan no-fault program as a whole, 1is unknown.

INNOVATIONS IN REPARATIONS SYSTEMS : \ !

For the most part, state policy makerj and administrators are working to
refine their existing reparations systems rather than develop new pro—
grams. In this section, we have identified several interesting mechanisms
currently utilized in other states. |In addition, we are attaching the
the policy statement of the American Automobile Association on automobile
coverage (Appendix B).

Subsidies to Low Income Drivers

Traditionally, questions of equity have arisen when states have imposed
mandatory insurance coverage on all residents. It is argued by some

<that by forcing a low-income driver, who has no assets to protect, to buy
liability insurance, it 1is the more affluent*driver that benefits from
the law. Similarly, if a low-income person, residing in a state where
no-fault insurance 1is compulsory, cannot afford to pay for 1insurance,
he could lack coverage for his own injuries and would, of course, be in
violation of the law.

Hawaii, which has a compulsory no-fault/liability program, has attempted
to resolve this problem by providing free (state-subsidized) coverage
for welfare recipients. . The program, in operation since last year, has
met some opposition. Supporters of the program have argued that the
poor will drive regardless, and the state-funded coverage protects the
public in the case of accidents involving an indigent driver.
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Unsatisfied Judgement Funds

Although not a new concept, several states maintain unsatisfied judgement
funds to protect the injured party in the event of an accident involving
a hit-and-run driver or a driver without insurance or assets. In some
states, funds are established so that awards may be made to individuals
unable to obtain compensation from irresponsible drivers.

Compulsory First Party Coverage

As discussed in our memorandum of February 16, 1981, the Florida program
represents a somewhat"different approach to no-fault. Florida 1is the
only state which mandates personal injury protection (i.e., first party)
but no longer requires individuals to hold compulsory liability insurance.
This change 1in program operation was implemented to help lower Florida®s
rising policy costs.

Compulsory liability insurance and no-fault programs are broad and often
complex topics. We hope that this memorandum has assisted in providing
you with an overview of the concepts. If there are areas in which you
would like us to do additional research, please do not hesitate to contact

us. *o * . . *

BB/bf
Fncls.



Pouch V, Slate Capitol
Juneau, Alniki 99811
(907) 465-3991

February 16, 1981
MEMORANDUM
TO: Representative Thelma Buchholdt

FROM: Betty Barton”
Issues Analyst

RE: Motor Vehicle Insurance
Research Request No. 81-32

You have asked for information regarding compulsory liability and no—
fault insurance for motor vehicles. As a component of this request,

you expressed special interest in receiving materials about Florida“s

no-fault insurance law. We have assembled a copy of the law, as amended,

and some explanatory materials concerning it, which are attached to this
memorandum. In addition, we have contacted Terry Butler, Staff Attorney

for the Florida House of Representatives® Standing Committee on Insur—
ance, for information concerning the effects of the Florida law. Mr.

Butler is sending materials on the Florida Act, which will be forwarded

to your office upon arrival.

The Florida Automobile Reparations Reform Act, enacted in 1972, requires
motorists to carry first-party personal injury protection insurance
coverage with an overall limit of $10,000 per individual. This provides
coverage for 80 percent of the allowable medical expenses, 60 percent
of the individual®s loss of incane, replacement services (e.g., house—
keeping, day care), and funeral costs ($1,000 maximum). It should be
noted that Florida law no longer mandates compulsory liability insur—
ance; this provision was repealed in 1977 because of its upward effect
on the cost of premiums.

Under Florida law, an accident victim cannot recover general damages
through the courts unless the accident has resulted in a significant
injury or death. 11In 1979, the tort threshold of the law v/as amended

to eliminate .all non-permanent injuries from consideration, by the
courts. This amendment was made in an effort to reduce the cost of
insurance premiums, which have been especially expensive in the popu—
lated areas of the state having a high risk rating, e.g., Dade County.

Ihe Florida law has been fairly well received by the public, and is, of
course, popular with 1insurance carriers. In turn, the Act has been

wnwmi
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opposed by some of the state®s attorneys who argue that the tort thresh—
old denies individuals access to the courts. In 1974, the Act was
upheld by the State Supreme Court. However, due to major amendments
to ;he law, several new cases have been initiated and are currently
pending.

ITf you have additional questions concerning the enclosed materials,
please do not hesitate to contact me. We are continuing to research
other components of your request and expect to complete it in the very
near future.

BB/BF - -

Attachments



PRINCIPAL PROVISIONS OF THE FLORIDA LAW

The Florida Automobile Reparations Reform Act took, effect Jan. 1, 1972, It was
altered in 1973 and 1974 by decisions of the Florida Supreme dourt and was revised in
1976, 1977, and 1978 by the legislature. The latest version,effective Jan*'i; 1979, provides)-
that ah accident victim cannot recover general damages from a'motorist cairying the required”
insurance’unless the accidentjcsults in:?
—Significant and permanent loss of an important body function®

~Injuy, that s permanentguithin,a reasonable degree of medicgL probability, other
than scarrrng or disfigurement;” !

M-Deaths ot ]

Motorists are requrred to carry a flrst: party perSOnarthury protection insurance covr',
‘crags with ar overall limit of 510,000, Tlis coverage Droviclcs benefits for 80 percent of*
‘métdical expeitses, 60 percent of income loss, replacement services, anff funerl tosts' (P to J
51,000). If the loss exceeds this amount the right to sue |s available for the portion Over
510,000. Wy ke o o ECEL Tl

Insurers must offer deductibles of 5250, 5500, S1,000, 52,000,.53, 000 $4 000,
56.000 and 58,000 for the personal injury protection coverage! Deductibles can apply to
the policyhotderatone or to the pohcyholder and relatives livifg'in i household, but'fot * .
to others. Motorists can buy Hr ‘coverage without benefits for income loss at a lower rate.
Those eligible for Medicare can have Medicare benefits deducted from the no- fault benefrts
Those eligible for military health benefits can do the same.

All motor vehicles with four or more wheels are covered by the law, which also applres
to out-of-state vehicle owners who have their vehicles in Florida more than 90 days a year.

The 1976 amendments to the law provided extensive safeguards against ciaim fraud:
Any physician, attorney, insurance adjuster, insurancc company, or clarm fit that consprres |
to commit claim fraud is guilty of a thirc-degree feanny Any ho spital Aaministrator or cm-
ployee who allows the use of hospital facilities by ari insured person to commit claim fraudJ
is also quilty of a third-degree felony. | 1 J

The law established a Division of Fraudulent Claims (now called Division'of Insurance
Fraud) in the Florida Insurance Department to investigate suspected fraudulent activity.
Insurance companies arc required lo report to the division any claims they suspect of being
fraudulent. Insurance companies and their employees ri"d agents are given immunity to law-
suits for libel that may arise because of the information they provide the division,

Doctors, hospitals’, and other medical institutions arc required to provide sworn state-
ments that the treatment rendered to an accident victim was reasonable and necessary.



Historical Background

The original Florida law restricted tort liability in this way: An accident victim
could not recover general damages unless his medical expenses exceeded $1,000, or the in-
juries resulted in permanent disfigurement, permanent injury, fracture of a weight-bearing
bone, a compound, comminuted, displaced, or compressed fracture, loss of a body member
or function, or death. On April 17, 1974, the Florida Supreme Court, in a decision uphold-
Ing the hasic constitutionality of the law, strengthened the tort restriction. Recovery of
general damages was permitted only if the medical expenses exceeded $1,000, or the injuries
resulted in permanent disfigurement or injury, loss of a body tpember or function, or death.

_ In 1876, the legislagure amenled. the law o allow recovery of general, damages only <4
if theaccident victim suffered loss of a body méiber. permanent loss of'a'bbdy function,) =
permanent injury other than scarring or disfigurement, significant permanent scarring or dis-r

«figurcrent, or a serious hon:peimanéntinjury &t matetiallj™&ffected th victims ability td"
resqrie'his normal agtiyity and life-style dyring al orsybstantially all of the 90-dl périad *4“*
aftertoi - n’ [ S > | -

Ontil overturned‘by the courts, a provision of the Florida law Testricted tort recovery
for vehjc,lle damage. iI)t rlequired i_qsurers to offer two types of collision coverage to their
policyholders.”“ Basic” callision Coverage paid for damage. to the policyholdcris automobile’
only ifthe ther driver was at fault” “Full’; coverage Was like the traditional collision cover-
age, hut it Slintifiatéd t&deductiole TR other driver vlls at fault. A pohcyholderwho'
chose to buy neither form of collision coverage was prohibited from suing.the driver at fault
unless the damage to his vehicle exceeded $550. ,

On July 11, 1973, the Florida Supreme Court, in a Cour-to-three decision, ruled this
portion of the law unconstitutional. Since motorists were not compelled to purchase cither
form of collision coverage, the court said, the law abolished a long-standing right without
providing a reasonable alternative. If an alternate remedy had been provided, or if the legis-
|late™ had shown an overpowering public need for the reform, the abolition of the right
might have been constitutionally permissible, the court said. o

. The original Florida law provided benefits for 100 percent of medical expenses and,
85 percent of lost income fﬂp to the 55.000 limit on the personal injury protection covcrag-).
The amendments in 1977 cut these coverages to 80 percent of medical costs and 60 percent
of income loss. Until 1977, the law permitted deductibles only up to $'2,000. Until the
1978 amendments, the personal injury protection coverage was limited to S5.000.,

Liability coverage was ‘Compulsory in Florida until July 1, 1977. Now only the no-
fault coverage is required. But proofof financial responsibility for damages caused in an
accident is still requir:d by Florida law.

W, 1-P F1-101



THE FLORIDA LAW

Section 1. Short title.—This act may be cite-i
and known as the "Florida automobile rcparalions
reform act.” _ .

Section 2. Purpose.-The purpose of thisacl is'
Vo require medical” surgical, funeral and disabii t
insurance benefits to be provided without rega d to
fault under motor vehicle policies that provide

bodily igjury and property damage liability ins tr- -

ance, or other security, for motor vehicles regis *.er-
cd in this state, and with respect to motor vehi le

accidents, a limitation on the right to claim dar I*

ages for pain, suffering, mental anguish and incon-
venience. o o

Section 3. Definitions.—As used in this act:

(1) “Motorvehicle” means a sedan, station
wagon orjeep type vehicle not used as a \oubllc
livery conveyance for passengers, and includes any
other four-wheel motor vehicle used as a utility
automobile and a pickup or panel truck with a load
capacity of 1,500 pounds or less which is not used
primarily in the occupation, profession or business
of the insured. - Vo™

(2) " Owner" means a person who holds the legal
title to a motor vehicle, or in the event a motor
vehicle is the subject of a security agreement or
leasc with option to purchase with the debtor or
lessee Itavingrihe right to possession, then the
debtor or lessee shall be deemed the owner for the
purposes‘of this act. - ; ;

- (3) “ Named insured”, means a'pcrson, usually the

" owner of avehicle, identified in a policy by name
as the insured under the policj*.,v;'T j V.

* (4) “Relative residing in the same household”
means’a relative of any degree by blood or by
marTiage, who usually"makes hishome in the same
family unit, whether'or not temporarily living
elsewhere. _ . :

Section 4. Required security.— . .

(1) Every owner or registrant of a motor vehicle
required to be registered and licensed in this state
shall maintain security as required by subsection
(3) of this section in effect continuously through-
out the registration or licensing period.

(2) Every nonresident owner or registrant of a
motor vehicle which, w ;cthcr operated or not, has
been physically present within this state for more
than ninety (90) days during the proceedlnﬁ
three hundred sixty-five (365) days, shall there-
after maintain security as denned by subsection
(3) of this section in‘effect continuously through-
out the period such motor vehicle remains within
this state. _ _

(3{ Sucli securlti/] shall he provided by one of
the following methods: _ _

(a)  Security by insurance may be provided with
respect to such motor vehicle by an insurance
Bollcy delivered or issued for delivery in this state

y an authorized or eligible insurer as otherwise
defined in Ibis code, which qualifies as evidence of
automaobile or motor vehicle liability insurance
under chapter 324, Florida Statutes, "the financial
responsibility law", except as modified to provide
the benefits and exemptions contained in this act.

Any such policy ofjiabilily insurance covering
motor vehicles registered cr licensed in this state
and any policy of insurance represented or sold as
proviut... the security required hereunder for
reglstered and licensed motor vehicles under this
act shall be deemed to provide insurance for the
payment of such benefits;or

(b) Security may be provided with respect to any
motor vehicle by any other method approved by
the department of insurance as affording security
equivalent to that afforded by a policy of insur-
ance, provided such security is continuously main-
tained throughout the motor vehicle's registration
or licensing Fenod. The person filing such security
shall have all of the obligations and rights of an in-
surer under this act.” " YUEel ot

(4)  Anownerofamotor vehicle'with respect tp
which security isrequired by this act who fails to »
have such security in effect at the time of an acci-
dent shall have no immunity from toit liability,
and be personally liable forthe payment of bene-
fits under section 7., With respect to such benefits,
such an owner shall have all o the rights and obli-
gations of an insurer under thisact.- .j

Section 5. Proofofsecurity; security require-
ments; penalties.— Vi,

(1) The provisions of chapter 324, Florida
Statutes, which pertain to the method ofg!w_n%
and maintaining proof of financial responsibility,

.and which govern and define a motor vehicle lia-

bility policy, shall apply to filing and maintaining
Bmot of security or financial responsibility required

K this act. It isintended that the provisions of
chapter 324, Florida Statutes, relating to proofof
financial responsibility required of each operator
and each owner of any motor vehicle, shall con-
tinue in full force and effect. . .
~(2) Any person who gives information required
inareport or otherwise as provided for in this act,
knowing or having reason to believe that such in-
formation is false, or who shall forge, or, without
authority, sign any evidence of proof of security,
or who files or offers for filing any such evidence
of proof, knowing or having reason to believe that
it is forged or signed without authority, shall, upon
conviction, be punished by fine not to exceed one
thousand dollars (51,000) or imprisonment not to
exceed one (I) year, or by both such fine and
|m[3)r|sonment. _

(3) This act does not apply to _anY motor vehicle
owned by the slate or by a political subdivision of
the state, nor to any motor vehicle owned by the
federal government. _ _

Section 5A. Subsection (2) of section 5 of this
act is Created to read: _ _ .

Section S. Proof of security; security require-
ments; penalties. - o _ .
~(2) Any person who gives information required
in-areport or otherwise as provided for in this act,
knowing or having reason to believe that such in-
formation is false or who shall forge, or, without
authority, sign any evidence of proof of security,
or w' jfiles or offers for filing any such evidence



of proof, knowing or having reason lo believe that
it is forged or signed without authority, shall be
guilty of a misdemeanor of the first degree,
%Elag%ble as provided in sections 775.082 or

Section 5B. In the event CS for HB 935, intro-
duced in the 1971 regular session of this act will
stand repealed and be omitted from the Florida
Statutes. In the event CS for HB 935 is not
enacted into law, section 5A of this act will stand
regealed and be omitted from the Florida Statutes.

Section 6. Operation of a motor /chicle illegal
without security; penalties.— _
*(1) Any ownerorregistrant'of'a"motor vehicle
with respect to which sccurity is required under
subsection (1) or(2) of section 4 who operates
such motor vehicle or permits it to be operated in.
this state without having in full force and effect
secu.rlty-complélng with the terms o f said sub- -f
rection’ (1) or (2) of section 4 shall have his.
operator'slicense and registration revoked...

(2)  Any mofor vehicle liability insurance policy
which provides security required pursuant to sub-
section (3) of section 4 shall also be deemed to
comply with the applicable limits of liability re-
quired under the financial responsibility or com-
pulsory laws of any other state. ..

Section 71 Required personal injury protection
benefits; exclusions; priority.— V-

(I).Evcry insurance policy com Iylnﬁ with the
security requirements o f section 4 shall provide
personal injury protection .prowdm% for payment
ofall rcasor able expenses incurred for necessary
medical, surgical, x —y, dcntai and rehabilitative .
services, Including prosthetic devices, necessary
ambulance, hospital, nursing services, funeral and
disability benefits to the named insured, relatives
residing in the same household, persons operating
the insured motor vehicle, passengers in such motor
vehicle and other persons struck by such motor
vehicle and suffering bod_lly.lmury while net an
occupant cfa motor vehicle or motorcycle, nil as
specifically provided in subsection (2) and para-
Praph (d?.of subsectio;. (4) of this section, to a
imit of tive thousand dollars (55,000) for loss
sustained by any such person as a result of bodily
injury, sickness, disease or death arising out of
the t'wnership, maintenance or use of a motor
vehicle as follows:

(a) Medical benefits: all reasonable exFenses for
necessary medical, surgical, x-ray, dental and re-
habilitative services, includi | prosthetic devices,"
necessary ambulance, hospital and nursing services.
Such benefits shsil include also, necessary remedial
treatment and services reco?nlzed and permitted .
under the iaws of the state for an injured person
who reties upon spiritual means through prayer
%Iolnef for healing in accordance with his religious

eliefs.

E)b) Disability henefits: one hundred percent
(100%) of any loss of gross income and loss of
earning capacity per individual, unless such bene-
fits arc deemed not includable in gross income for
federal income tax purposes, in which event such
benefits shall lie limited to eighty-five percent
(85%), from inability to work proximately caused

b?/ the injury sustained by the injured person, plus
all expensesreasonably incurred in obtaining from
others ordinary 3nd necessary services in lieu of
those that, but for the injury, the injured person
would havt>5pcrformed without income for the
benefit of his household. All disability benefits .
payable under this provision shall be paid not less
than every two weeks. _ _

(c)  Funeral, burial or cremation henefits: funeral,
burial or cremation expenses in an amount not to
exceed or.e thousand dollars (S1,000) per individual.
2; Any.insuret may. exclude henefits:}

a) Forinjury sustained by the named insured and
relatives residing in the same household while oc-
cupying another motor vehicle owned by the.
named insured and not insured under the palicy,

or for injury sustained by any person operating tho
insured motor vehicle without the express or im-
plied consent of the Insured.’ J -

(b) To any injured person, if such person’s con-
duct contributed to his injury uadcrany of the
following circumstances; , _

1. Causing injury to himselfintentionally;

2. Convicted of driving while under the influ-
ence of alcohol or narcotic drugs to the extent
that his driving faculties arc impaired;

3. While committing a felony. ,. , ...

_(3) Insurer'srights of reimbursement and.
lndemnlty/\l*l.rl U] '.\ .

(a) No subtraction from personal protr ction
Insurance benefits will be made because of the
value of a claim in tort based on the same bodily
injury, but after recovery is rcalized tipon iuch e
tort claim, a subtraction will be made to the extent
of the recovery; exclusive of reasonable attorneys’
feesand otherreasonable expenses incurred in
effecting the'recovery, but only to the extent that
liae injured person has recovered said benefits from
the tortfeasor or his insurer or insurers. If Eersonal
protection insurance benefits have already been
received, the claimant shall repay to the insurer
or insurers out of the recovery asum equal to the
benefits received, but not more than the recovery
exclusive of reasonable attorneys’ fees and other
reasonable expenses incurred in effecting the
recoverﬁ, but only to the extent that the igjured
Ferson 1as recovered said benefits from the tort-
feasor or his insurers or insurer. The insurer or
insurers shall have a lien on the recovery to this
extent. No recovery by an injured Eerson or his
estate for loss suffered by him will be subtracted
in calculating henefits due a dependent after the
death, and no recovery by a dependent for loss
suffered by the dependent after the death will be
subtracted in calculating benefits due the injured
person except as F,rowded in paragraph (c) of sub-
section (1) of section 7. _ _

(b) The insurer shall be entitled to reimburse-
ment of any pagyments.made_under the provisions
of subsection (3) of this section based upon such
equitable distribution of the amount recovered as
the court may determine less the pro rata share of
a'l court costs expended by the plaintiff in the
prosecution of the suit to recover such amount
agamst a third-patty tortfeasor including a reason-
able attorney's fee Tor the plaintiff's attorney. The




proration of the reimbursement shall be made by
the judge of a trial court handling the suit to re-
cover damages in the third-party action against the
tortfeasor upon application therefor and notice to
the carrier. o _

(c) Indemnity from one paying in tort without
[e(t;ard for rights of insurer having reimbursement
interest.—A personal protection insurer with a
right of reimbursement under this section, if
suffering loss from inability to collect such reim-
bursement out of a payment received by a claimant
vpo.n a tort claim is entitled to indemnity from
on\.' who, with notice of the insurer's interest, made
such 3payment to the claimant without making
the cla;n:ant and the insurerjoint payees as their
interests :3ray appear, or without obtaining the in-
surer's consent to a different method of payment,

(d) In the f'cnt an iryured party or his legal
representative is entitled to bring suit against a
third party tortfeasor under the provisions of
section 8, and fails t\o bring such suit against such
third party tortfeasor within one year after the
Last payment of any henefits under subsection (1)
of section 7, the insurer of such injured party,
upon 8lvmg thirty (30) day;" written notice to such
injured party, shall have the right to bring suit
against such third party, in its own name or in the
name of the injured person or hislegal representa-
tive, to recover the amount of the benefits paid
pursuant to the provisions of section 7 of this act
to or for the benefit of such injured person; pro-
vided, however, that the prosecution or settlement
of such suit without tin ronscnt of ihe injured
person or his legal representative shall be without
preJudlce to such person. » .. :

( R Benefits due from an insurer under this act
shall be primary, except that benefits received
under any workmen's compensation law shall be
credited against the benefits provided br subsection
(1) of section 7, and be due and foayab e as l0ss
accrues, upon receipt of reasonable proof of such
loss and the amount of expenses and loss incurred
Wf{lch are covered by the policy issued under this
act.

(a) An insurer may require written notice to be
given as soon as practicable aflcr an accident in-
volving a motor vehicle with respect to which the
policy affords the security requited by this act.

(bR Personal injury protection insurance benefits
shall be overdue 1f not paid within thirty (30) days
I...cr the insurer is furnished written notice of the
fact of a covered loss and of the amount of same.
If such written notice is not furnished to the in-
sutcr as to the entire claim, any partial amount
supported by written notice isoverdue if not paid
within thirty (30) days after such written notice
is furnished to the insurer.. Any part or all of the
remaindr* ol the claim that is subsequently sup-
ported by written notice is overdue if not paid
within thirty 5130) days after such written notice is
furnished to the Insurer; provided, however, that
any payment shall not be deemed overdue where
the insurer has reasonable proof to establish Itiat
the insurer is not responsible for the anment, not-
withstanding that written notice has been fur-
nished to the insurer. For tire purpose of calcu-
lating the extent to which any benefits are over-

due, p%yment shall be treated as being made on the
date a draft or other valid instrument which is
equivalent to payment was placed in the United
States mail in a Prqperly addressed, postpaid en-
velope, or, if not s posted, on the date of delivery.

(chAII overdue payments shall bear simple inter-
est at the rate of ten ﬁercent (10%) per annum.

(dR The-insurer of the ownerof a motor vehicle
shall pay personarinjury'protcction benefits for”f

1. Accidental bodily injury sustained in this
state b?/ the owner while occupying a motor vehicle:,
or while not an occupant of a motor vehicle or
motorcycle if the injury is caused by physical con-
tact with a motor vehicle. . .

2. Accidental deI|K injury sustained outside.
this state but within the United States of America,
its territories or possessions or Canada by the
owner while occupying the owner's motor vehicle.
~3. Accidental bodily injury sustained by a rela-
tive of the owner residing in the same household,
under the circumstances described in subpara(t;.raph
Lor 2 of this paragraph (d), provided the relative
at the time of the accident is domiciled in the
owner's household and is not himself the owner of
amotor vehicle with respect to which security is
required under this act. o

4. Accidental bodily injury sustained in this state
by any other pcison while occupying the owner’s
motor vehicle or, if a resident of this state, while
not an occupant of a Motor vehicle or motorcycle,
if the injury is caused by physical contact with
such motor vehicle, provided the injured person is
not himself,, " . ... oy o

a. The owner of @ motor, vehicle with respect to
which security is required under this act,or.
_b. Entitledto personal injury benefits from lie
insurer of the owner of such a motor vehicle.

(e) If two or more insurers arc liable to pay per-
sonal igjury protection benefits for the same injury
to any one person the maximum pazable"shall be
as specified in subsection (1) of section 7, and any
insurer paying the benefits shall be entitled to
recover from each of the other insurers an equit-
able pro rata share of the henefits paid and ex-
penses incurred in processing the claim.

(5) Charges for treatment of injured persons.—
Any physician, hospital, clinic, or other person or
insti.ution lawfully renderlng treatment to an in-

jured person f *ubodily injury covered by personal

injury prote> lion in urancc may charge only a
reasonable ame or the products, services, and
aceommou tU' us \<.idered. In no event, however,
may suel, e charge be in excess of the amount the
pc.aon or institution customarily charges for like
products, services, and accommodations in cases
Involving.no insurance. o

(6) Discovery of facts about an injured person;
disputes.- . .

(a) Every employer shall, if a request is made
by an insmer providing personal injury protection
benefits under this act against whom a elai n has
been made, furnish forthwith, in a form approved
bY tire department of insurance, a sworn stafement
of the earnings since ttie time of the bodily injury
and for a reasonable period before the injury, of
ttie person upon whose injury the claim is based.

(b? Every physician, hospifal, clinic, or other



medical institution providing, before or after
bodiiy igjury upon which a claim for personal
injury protection insurance benefits is based, any
Products, services, or accommaodations in rotation
0 that or any other injury, or in relation to a
condition claimed to be connected with that or
any other injury, shall, if requested to do so by
the msurer_agamstwhom the claim has been
made, furnish forthwith a written report of the
hlStO%, condition, treatment, and dates and costs
ofsuch treatment of the injured person, andJnro-
duce forthwith and permit the inspection and
copying of his or its records regarding such history,
condition, treatment, and dates and costs of
treatment. The person requesting such records
shall pay all reasonable costs connected therewith.
~(c) “Inthe event of any dispute regarding an
insurer's right to discovery of facts aboin an in-
Jured,person’s earning:) or about his history,
condition, treatment, and dates and costs of
such treatment, the insurer may petition a court
of competentjurisdiction to enter an order
permitting such discovery. The order may be made
only on motion for good cause shown and upon
notice to all persons having an interest, and It
shall specify (he time, place, manner, condi-
tions, and scope of the Jiscovcry. Such'court
maz, in order to protect against annoyance,
empbarrassment, or oppr*ssion, asjustice ;e-,
quires, enter an order refusing discovery or
specifying conditions of discovery and may order .
payments of costs and expenses of the pro- m
cecding, including reasonable fees for the .
appearance of attorneys at the proceedings, ns
Justice requires.  * _

(c)  Theinjured person shall be furnished
upon demand a copy of all information obtained
by the insurer under the provisions of this
section, and shall pay a reasonable charge, if
required by the insurer. o
~(7) Mental and physical examination of
l.gjurcd person; reports.— _

.Ha) Whenever the mental or physical con-
dition of an injured person covered b?f_personal
injury protection is material to any claim that
has been or may be made for pastor future
personal mer protection insurance henefits,
such person shall, upon icqucst of an insurer,
submit to mental or physical examination by
a physician or physicians. The costs of anr
examinations requested by an insurer shall be
borne entirely by the insurer. Such examination
shall be conducted within the C|t¥. of residence
of the insured. If there is no qualified physician
to conduct the examination within the city of
tesidence of the insured, then such examination
shall be conducted in an area of the closest
proximity to the insuicd’s residence. Personal
protection insurers arc authorized to include
reasonable provisions in personal igj uy pro-
tection insurance policies for mental and
physical examination of those claiming personal
Injury protection insurance benefits.

lb‘ requested by the P_erson examined, a
part causing an examination to be made shall
deli/ :r 10 him a copy of every written report
concerning the examination rcndcicd by an
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examining physician, at least one of which re-
ports must set out his findings and conclusions
In detail. After such request 3nd delivery, the
party causing the examination to be fnade is
entitled.upon request to receive from the-pcrson
examined evbry written report available to him
ﬁor his representative) concerning any examina-
on, p.\.riously or thereafter made, ofthc same
mental or physical condition. By r_equcstlng and
obtaining a reﬁort of the examination so ordered
or by taking the deposition of the examiner, tho
ﬁerson examined waives any privilege he may

ave, in relation to the ctaim for benefits,
xegarding the testimony of every other person
who has examined or may thereafter examine
him in respect of the same mental or physical
condition. .

(8)  With respect to any dispute under the pro-
visions of this act between the insured and tho
insurer, the provisions of section 627.0127, :
Florida Statutes, shall apply. =
_Section 8. Tort exemption; limitation on .
right to damages.—1 * ... . b

(1) Every owner, registrant, operator or
ocquEant of a motor vehicle with respect to
which security has been provided as required br
this act, and every person or organization Iegaly
responsible for his acts or omissions, is herehy
exempted from tort liahility for damages because
of bodily injury, sickness or disease arising out
of the ownership, operation, maintenance or use
of such motor vehicle in this state to the extent
that the benefits described in subsection (1) i
of section 7 arc Pagable for such injury, or
would be payable but for any exclusion or
deductible authorized by this act, underany:;
insurance policy or other method of security
complying with the requirements of section 4,
or by an owner personallg liable under section 4
for the payment of such benefits, unless a person
is entitled to maintain an action for pain,
suffering, mental anguish nnd inconvenience for
such mku_ry under the provisions of subsection
(22 of this section. .

2) In nny action of tort brought against tho

owner, registrant, operator or occ_uﬁant ofa
motor vehicle with respect to which security has
been provided as required by this act, or against
any person or organization legally responsible
for his acts or omissions, a plaintiff may recover
damages in tort for pain, suffering, mental =
anguish and inconvenience because of bodllwnjury,
sickness or disease arising out of the ownership,
maintenance, operation or use of such motor ve-
hicle onl?/ in the event that the benefits which arc
payable for such n_uur;; umter_paragrth (a) of sub*
section (1) of section 7 or which would bo payable
but for any exclusion or deductible authorized by
this act exceed one thousand dollars (S1,000), or
the injury or disease consists in whole or in part of
Bermanent disfigurement, a fracture to a weight-

earing bone, a compound, comminuted, displaced
or compressed fracture, loss of a body member,
permanent injury within reasonable medical
probability, permanent loss of a bodily function,
or death. "Any person who is entitled to receive
free medical and surgical benefits shall be deemed



in compliance with the requirements of this
subsection upon a showing that the medical
treatment received has an equivalent value of at
least one thousand dollars (St,000). Any person
receiving ordinary and necessarY services normally
performed by a nurse from arelative or a
member of his household shall be entitled to
include the reasonable value of -uch services

in meeting the re1qunem ents of this subsection.

Section 9. (1) The owner ofa motor vehicle
as defined, in section 3 is not required to main-
tain security with respect to property damage
to his motor vehicle, but may elect fo purchase
either full or hasic coverage for accidental
property damage to his motor vehicle. .

&2) Ever}/ insurer prowdlnﬁ security under this
act shall offer the owner either full or basic
coverage for accidental Fropert)( damage to
the insured motor vehicle as follows:

(a) Full coverage shall provide insurance
without regard to fault for accidents occurring
within the United States of America, its
territories or possessions or Canada,
~ (b) Basic co_verage shall be limited to
insurance against damage caused b%/ the fault
ofanother resulting from contact between the
insured vehicle and a vehicle with respect to
which security is required under this act.

(3) The insurer may include within the terms
and conditions applicable to full or basic
coverage such other provisions as it customarily
applies to collision coverage for private .
passenger automobiles in other slates, including
deductibles without limitation.

(4) Every owner, registrant, operator or' |
occluﬁant of a motor vehicle with respect to
which security has been provided as required by
this act, and every other person or organization
legally responsible for the acts ot omissions of
such an owner, registrant, operator or occupant,
is hereby exempted from tort liability for
damages because of accidental property
damage to motor vehicles arising out of the
ownership, operation, maintenance or use of
such motor vehicle in this state, provided that
a person shall not be exempt from such liability
if he was operating the motor vehicle without
the express or implied consent of its owner or an
insured under the owner’s policy or ifhis
willful and wanton misconduct was the proxi-
mate cause of (he accident. This exemption
applies only with resp"Ct to properly damage
to motor vehicles subject to this act but shall
r.ot be applicable as to a motor vehicle damaging
a parked vehicle.

(5) Notwithstanding paragraph (4) noove, an
owner who has elected not to purchase insurance
with respect to property damage to his motor
vehicle may maintain an action of tort therefor
against the owner, registrant, operator or occu-
pant of a motor vehicle causing such damage if
such damage exceeds five hundred and fifty
dollars (S5S0), and the insurer of an osvner
who lias elected to purchase full or basic collision
coverage for his motor vehicle shall have the
right, If the damage to such motor vehicle
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exceeds the above amount,.to recover the amount."
of the benefits it has paid and, in behalf of its
insured, any deductible amount from the insurer
of the owner, r.eg%lstrantl, operator or occupant . ! ¢
ofa motor vehicle causing such damaged The

issues of I|ab|I|tY in such a case and the amount

of recovery shall be decided on the basis of

tort iaw, and shall be determined by agreement
between the insurers involved, or if they fail to
agree by arbitration. o .

Section 10. Each insurer providing security
asrequired by this act to any owner shall, at'the
election of the owner, issue a policy endorsement,
approved as to content by the department of
insurance and subject to such other reasonable
regulations regarding said endorsement as the
department may make after ap rognate hearlnq,
which endorsement shall provide that there shall
be deducted from personal protection benefits
that would otherwise be or become due to the
policyholder alone or to the policyholder and
relatives residing in his household, an amount of
either two hundred and fifty dollars (S250),
five hundred dollars (5500?10r one thousand
dollars (51,000), again as the policyholder elects,
said amount to be deducted from the amounts
otherwise due each perron subject to the'
deduction. Any person electing such an endorse-
ment or subject to such an endorsement as a
result of the policyholder's election shall have
no right to claim or to recover any amount so
deducted from any owner, (ePlstrant, operator
oroccupant of amotor vehicle or any person or
organization legally responsible for any such'1
P_erson’s acts or omissions who is made exempt
iom fort liability by (his act. s<> -

Section 11. No'.withstanding any other pro-
vision of this act, the rights of residents o f this
state to claim damages In tort shall not be
diminished when such residents are involved in
motor vehicle accidents with persons not re-
quired to provide security under this act.

Section 12. Implementation of thisact.-

Jl) Tire department of insurance shall adopt
ndcs and re(_}ula_tlons necessary to implement the
provisions of this. act. N

(2) Notwithstanding any other provision of
law, all insurers issuing inSurance coverage under
this act shall comply with the following provisions:

(a)  Within sixty (60) days after the effective
date of this act, each insurershall file its
pr_Oﬁosed manual, rules, rates and rating plans
with the department for approval. Rates for
required financial responsibility coverage after
the effective date of sections 1" through 11 of
this act shall be reduced by each insurer by not
less than fifteen percent (I5%), calculated as a
percenta%e of the combined required financial
responsibility rate of such insurer in effect on
June 7, 1971, or of the combined required
financial responsibility rate of such insurer
approved by the commissioner and in effect at
the time of the fI|In% of the new rates required
herein. There shall be no exception t> the
requirements of this provision, unless the depart-
ment shall find (hat the use of (lie rales.required



herein by any insurer will result in rates which are
inadequate under section 627.082, Florida Statutes,
to the extent that such ratesgeopardlze the sol-
vency, as defined in section 631.011, Florida
Statutes, of the insurer required to use such rtes.
Notwithstanding the provisions of Chapter 71-3(H),
Laws 1971, no rate for the insurance required by
this act shall be increased prior to January I, 1973,
unless the insurer proposing such rate increase

shall show that the rates required herein are in-
adequate as defined in section 627.082, Florida
Statute”

_(b) Within sixty (60) days from the date of

filing by such insurer, the department may approve
or disapprove the filing. If no action is taken by
the department within sixty (60) days, the filing
shall be deemed approved. N

_(c) If the department apProvles the filing or the
filing otherwise become effective, the manual, .
rules, rates and rating plans shall take effect upon
the effective date ofsections 1 through 11 of this
act. If the department disapproves the filing, the,,
insurer shall révert to a rate level for required
coverage which shall be lower, by not less than
fifteen percent (15%), than the combined prem-
iums for required financial responsibility coverage
at the time such proposed new rates were filed.
~(d) Upon complying with this subsection, any
insurer appealm%an order of disapproval may use
the rates set forth in ihe disapproved filing during
the pendency of the apFeal, S0 long as such rates
do not exceed its rates for required financial re-
sponsibility coverage at the_time of its rate filing
required herein. Asa condition to the use pfsuch
d|sanr0_ved. rates, the Insu er must enterinto a .
legally binding agreement with the department to
secure the repayment to the insurer's policyholders
o f the difference between the insurer's proposed
rite and that rale which would be lower, by not
less than fifteen percent (15%), than the combined

Chapter 76-166, Laws 1976

House Bill Nos. 2825,3042,3043, 3044.3155
An act_relatln% to liability and insurance therefor;
amending s. 324.021 (7), Florida Statutes; chang-
ing the financial responsibility limits; amending
s. 32'».051(2), Florida Statutes, changing the
property damagie operative amount in_the financial
responsibility law; amending s. 627.727(1),
Florida Statutes, and adding a subsection; pro-
viding for limits of uninsured motorist coverage;
amending s. 627.736 (2), (3), (6) and'f?), Florida
Statues; providing for the tolling of tlifc 30-day
pcisonal injury protection benefit payment period
under certain conditions; providing that no insurer
ﬁaymg personal injury protection benefits shall

ave a lien on recoveries in tort; providing that a
.claimant in any tort claim for which personal
injury protection benefits have heen paid shall
liave no light to recover in tort any damages for
personal Injury protection benefits paid; pro-
viding for jury instructions relating to said dam-
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premiums for required financial responsibility
c_overagie at the time such proposed new rates were
filed. In addition to the repayment of the dif-
ference in premium, the company shall agree to
pay to the insured the legal rate of interest on any
money refunded.

(c) Any private passen%er automobile liability
policy in force on January 1, 1972 and thereafter,
shall reflect by endorsement any reduction in
rates for the required coverage under this act
as filed by the insurer and such reduction shall
be*computed on a pro rata basis for the rem aining
term of said policy. Such endorsement may be
issued at the renewal date of the policy or the
termination of the policy. Any return premium
shall be credited to the renewal policy or if the
EOHCY is terminated the return premium shall

e refunded to the insured. .

(0 For the purposes of the implementation of
this act, rating organizations as defined in '
chapter 627 shallbe permitted until January I,
1973, to develop and furnish rates and form's to
their members or subscribers. Provided however,
that members and subscribers of rating organi-
zations shall not participate in the decisions or
deliberations of such organizations in the

development of such rates under this act.""

Section 13. If any provision of this act, ur'
the application thereof to any person or circum-
stances is held invalid, such invalidity shall not
affect other provisions or applications of this
act which can be given effect without the invalid
provision or application. To this and the pro-
visions of this act arc declared to be severable:

Section 14. This act shall become effective
July 1, 1971; ﬁrowded, however the provisions
of sections 1 through 11 of this act shall not
become effective until January 1, 1972, and
shall not apply to accidents or injuries occurring
before said date.

ages; deleting language relating to equitable dis-
tribution and insurer actions; providing that a
sworn statement relating to treatment, services,
and costs he provided the insurer by a physician,
hospital, clinic or other medical institution; pro-
viding that no cause of action tor invasion of
Prlvacy or violation of the physician patient privi-
ege shall be due to compliance with the discovery
provisions of said section; prowde that notice
to an insurer of the existence of aclaim shall not
be unreasonably withheld by an insured; pro-
viding for the withholding of personal injury
protection benefits when an insured unreasonably
refuses to submit to a medical examination ugon
the request of r.n insurer; @mendlng 5. 627.737 (2),
Florida Statutes, and adding a subsection; Fro-
viding for conditions under which a plaintiff may
recover damages in tort for bodily injury or disease
arising out of the ownership, maintenance, opera-
tion or use of a motor vehicle; prowqu for dis-
missal without prejudice if the threshold provi-
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sions of said section are not met; amending .
627.739, Florida Statutes, relating to deductibles
for personal m,ury protection benefits; creatmg
s. 627.7375, Florida Statutes; prohibiting frau
or intent to commit fraud to violate part x of
chapter 627, Florida Statutes; providing penalties;
adding subsection (7) to s. 20.13, Florida Statutes,
and creating s. 626.989, Florida Statutes, creating
a Division of Fraudulent Claims within the De-
Eartment of Insuran_ce.;_creatmgl s. 627.4132,
lorida Statues; prohibiting stacking of coverages;
creating s. 627.7377, Florida_ Statutes; providing
for ghysmal damage deductibles; creating .
627.7262, Florida Statutes; providing for non-
joinder of insurers and procedures for discovery
of insurers; repealing s. 627.738, Florida Statutes,
relating to tort liability for property damage;
repealing s. 627:740, Florida Statutes, relating
to tort claims; repealing s. 627.741 (2), Florida
Statutes, relatmg to compliance with ss. 627.730-
627.741, Florida Statutes, by insurers; providing
that the Department of Insurance sha'l review the
level of automobile insurance rates; providing for
scrverability; éjrowdlngi_ an effective date.
FIRe_dlt Enacted by the Legislature of the State of
orida:

Section 1. Subsection (7) of section 324.021,
Florida Statutes, isamended to read:

324.021  Definitions; minimum insurance re-
quired.—The following words and phrases when
used in this chapter shall, for the purpose of this
chaﬁter, have the meanings respectively ascribed
to them in this section, except in those Instances,
where the context clearly indicates a different
meaning. ¢ A

(7). Proof of Financial Responsibility.—That
proofof ability to respond in damages for liability
on account ofaccidents arising out of the use of a
motor vehicle in the amount of S10,000 because
of bodily injury to, or death of, ane person in
any one accident; subject to said limits for one
Berslon,.m the amount of $20,000 because of

odily injury to, or death of, two or more per-
sons in any one accident; and in the amount of
$5.000 because of injury to or destruction of
property of others in any one accident.

Section 2. SubsectlonJZ) of section 324.051,
Florida Statutes, is amended to read: _
324.051  Reports of accidents; suspensions of
licenses and registrations.— . _

(2) (a) T.h|rtY days after receipt of notice of
any accident involving a motor vehicle within this
state which has resulted in bodily mgury or death
to any person, or total damage of S500 or more to
,Qroperty, the department shall su_sPend the
icenses o f the operators and all registrations of the
owners of the vehicles involved in such accident
and in case of a nonresident owner or operator,
shall .su5ﬁ_end such nonresident's operating privi-
lege in this state, unless such operator or owner
shall prior to the expiration of such 30 days be
found by the department to be exempt from the
operation of this chapter, based upon evidence in
its files satisfactory to the department that:

. No injury was caused to the person or
property of anyone other than such operator or
owner, or

2. The motor vehicle was legally parked at the
time of such accident, or _

3. The motor vehicle was owned by the United
States Government, this state, any PO|IIIC&| sub-
division of this state or any municipality therein, or

4. Such operator or owner had been finally
adjudicated not to be liable by a court of com-
pete” 'urisdrction, or

5. Suctt operator or owner had secured a duly
acknowledged written agreement providing for
release from liability by all parties injured as the
result of said accident and had complied with one
of the provisions ofs. 324.031, or . _

6. Such operator or owner has deposited with
the Department of Insurance security to conform
with s, 324.061, and has complied with one of
the provisions ofs. 324.031, or

7. One year lias elapsed since such owner or
0ferator was suspended pursuant to s. 324.051
(4), the owner or operator has complied with one
of the provisions of s. 324.031, and no bill of-
complaint of which the department has notice has
been filed in acourt of competent jurisdiction.

(b) _This subsection shall not apply:

1. To such operator or owner if such owner had
in effect at the time of such accident an automaobile
liability policy with respect to the motor vehicle
involved in such accident;

2. To such operator, if not the owner of such
motor vehicle, if there was in effect at the time of
such accident an automobile liability policy or
bond with respect to his operation of motor
vehicles not owned by him; .. . ",

3. To such operatoror owner if the liability of
such operator or owner for damages resulting ¢
from such accident is, in the judgment of the,.".-
department, covered by any ‘other form of li-
ab|I|t¥ insurance or bond; nor || m -

4. To any person who has obtained from the
department a certificate of self-insurance in ac-
cordance with s. 324.171 or to any-Ferson
operating a motor vehicle for such self-insurer.

No such policy or bond shall bo effective under
this subsection unless it contains limits of not less
than those specified in s. 324.021 (7).

Section 3. Subsection (1) of section 627.727,
Florida Statutes, is amended, subsections (2)-{4)
are renumbered subsections (3)-(5), and a new
subsection (2) is added to read: _

627.727  Automobile liability insurance; unin-
sured vehicle coverage; insolvent insurer pro-
tection -

(L) No automobile liability insurance covering
liability arising out of the ownership, maintenance,
oruse of any motor vehicle shall be delivered or
issued (or delivery in this state with respect to any
motor vehicle registered or principall %araged in
this state unless coverage is provided therein or
supplemental thereto for the protection of persons
insured thc'cuuder who arc legally entitled to re-
cover damages from owners or operators of unin-
sured motor vehicles because of bodily injury,
sickness or disease, including death, resulting
therefrom; provided, however, that the coverage
required under litis section shall not be appli-
cable when, or to the extent that, any insured
named in the policy shall reject the coverage; and



provided further, that when a vehicle is leased for
aperiod of 1yearor longer and the lessor of such
vehicle by the terms of the lease contract provides
liability coverage on the leased vehicle In a policy
wherein the lessee is a named insu ed or on a cer-
tificate of a master policy issued to the lessor, the
lessee of such vehicle shall have the sole privilege

to reject uninsured motorist coverage. Unless the
named insured, or lessee having the privilege of re-
jecting uninsured motorist coverage, requests such
coverage in writing, the coverage need not be pro-
vided in or supplemental to a renewal policy where
the named insured had rejected the coverage in
connection with a policy previously issued to him
tz_ the same insurer. The coverage provided under
this section shall be excess over but shall not dupli-
cate the benefits available to an insured under any
workmen's compensation law, personal injury pro-
tection benefits, disability benefits law, or any:
similar law; under any automobile liability or auto-
mobile medical expense coverages; or from the :
owner or operator of the uninsured motor ve-'"™"
hide or any other person or organizationjointly 'r*
or severally liable tq%ether with such owner or
operator for the accident. Such covera?.e shall not
inure directly or Indirectly to the benefit of any ™
workmen's compensation or disability benefits
carrier or any person or organization qualifying
as a self-insurer under.any workmen's compcnsa-'*
tion or disability benefits law or any similar law .;-'

shall be not less than the limits o f bodily injury
liability insurance purchased by the named insured’
or such lower limit comF’ymg with the company’s
ratlné; plan as may be selcc'\d by the named in: ' **
surcd, but in any event the insurer shall make
available, at the written request of the insured, ;
limits up to 5100,000 each person, $300.000 *
each occurrence, Irrespective of the limits of
bodily injury liability purchased, in compliance
with the company's rating flan.

Section 4. Subsections (2), (3), (6), and (7) of
sectlor& 627.736, Florida Statutes, are amended
to read: . ‘ " ‘

627,736  Required personal injury protection
benefits; exclusions; priority.— .

(7.) Authorized Exclusions.-Any insurer may
exclude benefits: . .

(a) For injury sustained by the named insured
and relatives residing in the same household while
occupying another motor vehicle owned by the
named insured and not insured under the policy,
or for injury sustained by any person operating the
insured motor vehicle without the express or
|mBI|ed consent of the insured.

J To any injured person, if such person’s
conduct contributed to his injury under any of
the following circumstances: =~ _

1. Causing injury to himself intentionally;
2. Being convicted of driving while under the
influence of alcohol or narcotic drugs to the ex-
tent that his driving faculties arc impaired;

While committing a felony.

Whenever an insured is c.,argcd with conduct as
set forth in subparagraphs 2. or 3., the 30-day

ayment Brovmon of paragraph fli) of subsection
le) shall be held in abeyance and the insurer shall
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(2? The limits of uninsured motorist coverage - '

withhold F_ayment.of any personal in‘jury protec-
tion benefits pending the outcome of the case at
the trial level. If the charge is nolle prosegm or
dismissed or the insured is ac?umed, the 30-day
payment provision shall run from the date the
insurer is notified ofisuch action.
(Substantial rewording of subsection. Sees.
627.736(3), F.S., for present text.) _
(3)  Insured's rights to recovery of special
damages in tort claims.—No insurer shall have *
lien on any recovery in tort by judgment, settle-
ment, or otherwise, for personal injury protection
benefits, whether suit has been filed or settlement
has been reached without suit. An injured party
or his legal representative who is entitled to bring
suit under the provisions 0fs. 627.737 shall have
no right to recover any damages for which
personal mhury protection henefits arc paid or
payable. The plaintiff may prove all o f his special
damages notwithstanding this limitation, but if--<
special damages are introduced in evidence, the
trier of facts, whetherjudge orjury, shall not
award damadges for personal Injury protection
benefits paid or parable. In all cases In which a
jury is required to fix damages, the court shallin-
struct the jury that the plaintiff shall not recover,
such special damages for personal injury protcc- i;
tion benefits paid or payable. -t .
(6) Discovery of Facts About An Injured Per-j,
son; Disputes.— . V- -
(a) Every employer-shall, if a request Is made by
an insurer providing_personal |quury protection
benefits under ss. 627.730-627.741 against whom -
u claim has been made, furnish forthwith, in a,in -
form approved by the Department of Insurance, a- ¢
sworn statement of the earnings, since the time of-.q
the bodily injury and for a reasonable period j,
before the injury, of the person upon whose injury
the claim is based. _ ~ Miyhv ¢
(b) Every physician, hospital, clinic, or other
medical institution providing, before or after
bodily injury upon which a claim for personal
injury protection insurance benefits is hased, any
products, services, or accommodations in relation
to that or any other injury, or in relation to a
condition claimed to be connected with that or
any other injury, shall, if requested to do so by the
insurer against whom the claim has been made,
furnish forthwith a written report of the history;
condition, treatment, and dates and costs of such
treatment of the injured person, together with a
sworn statement that the treatment or services
rendered were reasonable and necessary with o
respect to the bodily injury sustained and identi-
fying which portion of the expenses for said treat-
ment or services was incurred as a result of such
bodily injury, and produce forthwith and permit '
the inspection and copying of  or its records
regarding such history, condition, treatment, and
dates and costs of treatment. Said s.,uni state-
ment shall read as follosvs: “UnderFenaIty of
perjury | declare that | have read the toregoing and
the facts alle?.ed are true, to the best of my know-
ledge and belief," No cause of acf'on for violation
or physician-patient privilege or invasion of the
right of privacy shall he against any physician,
hospital, clinic or other medical inStitution com-
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