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plying with the provisions of this section. The \Eaives any privilege he may have, in relation to the

person requesting such records and said sworn claim for benefits, regarding the testimony of
statement shall pay all reasonable costs connected every other person who has examined or may
therewith. _ . . thereafter examine him in respect of the same
(c) In the event of any dispute regarding an in- mental or physical condition. If a person un-
surer's right to discovery of facts about an injured reasonably refuses to submit to an examination,
person's earnings or about his history, condition, the personal injur/ protection carrieris no longer
treatment, and dates and costs of such treatment, liable for subsequent personal injury protection
the insurer may petition a court of competent benefit. _ _
jurisdiction to enter an order permitting such dis- Section S. SubsectlonJZ) of section 627.737,
covery. The order may be made only on motion Florida Statutes, is amended and subsection (3) Is
for good cause shown and upon notice to all per- added to read: L .
sons having an interest, and it shall specify the 627.737  Tort exemption; limitation on right
time, place, mannti, conditions, and scope of the to damages— .
discovery. Such court.may, in order to protect (2) In any action of tort brought against the
against annoyance, embarrassment, or oPpres- owner, registrant, operator, us occupant of a
sion, asjustice requires, enter an order refusing motor vehicle with respect to which secunt%/ has
discovery or specifying conditions of discovery . been provided as required by ss, 627.730-627.741,
and may order payments -if costs and expenses of or against any person or organization legally re-
the proceeding, including reasonable fees for the sponsible for his acts or omissions, a plaintiff may
appearance of attorneys at the proceedings, as , recover damages in tor. for pain, sufferm%, mental
justice requires. . urt; anguish/ and inconvenience bccar.se or bodily
(d) The injured person shall be furnished upon injury, sickness, or disease arising out of the
request a copy of all information obtained by the ownership, maintenance, operation’,'or use of
insurer under the provisions of this section, and such motor vehicle only in the event that the.
shall pay a reasonable charge, if required by the injury or disease consists in whole or in part in;"
insurer. Lo TRTELL .M a) lossofahody member,or ° o
(c) Notice to an insurer of the existence of a b) permanent loss of a bodily function, or
chim sliall not be unreasonably withheld by an c Perma_nent injury within areasonable de-
insured, . - > eyihVe F W« g[ee of medical probability other than scarring or
(7) Mental and Physical Examination of In- isfigurement, o r - Ceo-v 4
jured Person; Reforts.— T N (d) significant permanent scarring or disfigure-
(a). Whenever the mental or physical condition ment, or:' u

of an injured person covered,by personal injury .e (e). aserious non-permanent injury which has a .
protection is, material to any, claim that has been.s ve  material degree ot bearing on'the’igjurcd person’s
T of WA IhefrZ jo R R Lf AL .ability to resume iris normal activity arid life-style .
may be made for past.or.futufe personal |nJur?/| durlng all or substantially all'of the ninety daK ,
. M e'

protection insurance henefits, such Person sha period after the occurrence of the Injury, and t
uRon. request of ah insurer, submit to mental or \Vr.  effects of which arc medically or scientifically .
}R ysical examination by a physician or physicians. demonstrable at the end of such period, or'
The costs of any.examinations requested by an 0 death. te .
insurer shall be borne entirely by the insurer. 3) when a defendant, in a proceeding brought
Such examination shall be conducted within the pursuant to ss. 627.730-627.741, questions
city of residence of the insured. If there is no whether tire plaintiff has met the requirements of
qualified physician to conduct the examination S. 627..737(2{),_then the defendant may file an ap-
within the city of residence of the insured, then prop. iutc motion, with the court and the court
such examination shall be conducted in an area of shall, on aone-time basis only; 30 days before the
the closest proximity to the insured's residence. date sc» fur the trial or the pre-trial hearing, which-
Personal protection insurers are authorized to in- ever is first, by examining the pleadings and the
clude reasonable provisions in personal mdur?; , evidence before it, ascertain whether the plaintiff
protection insurance policies for mental and physi- will be able to submit some evidence that the
cal examination of those claiming personal injury glamnff will meet the requirements of s.
protection insurance benefits. , 27.737(2). If the court finds that the plaintiff
(b) If requested by the person examined, a will not be able to submit such evidence then the
party causing an examination to be made shall court shall dismiss the plaintiff's claim without
deliver to him a copy of every written report prejudice. _ .
con_cernm% the examination rendered 'bh, an ex- Section 6. Section 627.739, Florida Statutes, is
amining physician, at least one of which reports amended to read: .
must set out his findings and conclusions in 627.739  Deductible endorsement.—Each insurer
detail. After such request and delivery, the party Emv'dmg security as required by ss. 627.730-
causing the examination to be made Is entitled 27.741to any owner shall, at the ejection of the
upon request to receive from the person examined owner, issue a policy endorsement, approved as to
every written report available to him or his repre- content by tho Department of Insurance and sub-
sentative concerning anﬁ/ examination, previously ject to such other reasonable regulations regarding
or thereafter made, of the same mental or physical said endorsement as the department may make
condition., BE/' requesting and obtaining a report of after appropriate hearing, which endorsement
the examination so ordered or by taking the shall provide that (here shall be deducted from
deposition of the examiner, lire person examined personal protection benefits that would oflrcr-
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wise be or become due to the foo_llcyhold_e_r alene ulently violate any of the provisions of this part.
or to the policyholder and relatives residing in A_ny hosggtal administrator or employee who
his household an amount of either $250, SSOO, or violates this subsection is guilty of a felony of the
51,000, or S2.000 again as the policyholder elects, third de%ree, punishable as provided in .775.082,
said amount to be deducted from the amounts s. 775.033, or x. 775.054. Any adjudication of
otherwise due each person subject to the deduc- gun_t for aviolation of this section, or the use of
tion, Any person electing such an endorsement or usiness practices demonstrating a pattern indi-
cubjcct to such an endorsement as a result of the cating that the spirit of the law ct forth in this
policyholder's election shall have no right to claim part Is not being followed, shall be grounds for
or to'recover any amount so deducted from any * suspension or revocation of the license to operate
owner, registrant, operator, or occupant of a the hospital or tho |m805|t|on of an administrative
motor vehicle or any person or oganiretion legally penalt?/ of up to 55,000 by the licensing agency
responsible for any such person's acts or omissions as set forth in chapter 395. _
who is made exempt from tort liability by ss. Section 8. Subsection (7) is added to Section
627.730-627.741. 20.13, Florida Statutes, to lead: .
_ Section 7. Section 627.7375, Honda Statutes, 20.13 Department of Insurance.—There is
is created to rend: created a Department of Insurance.

627.7375 Fraud.- . . (7) There is created within the Department of

(1) Any insured party or insurer or insurance Insurance a Division of Fraudulent Claims to
adHuster who, with intent, knowingly and will- . enforce the provisions ofs. 626.989.
fully conspires to fraudulentlﬁ/ violate any of the _ Section 9. Section 626.989, Florida Statutes, ' . .
provisions of this part, or who, due to fraud onjut.  is created to read: 1 "11
such person's part, does knowingly and willfully”  «* 626.989 Division of Fraudulent Claims; Investi- |
violate any of the provisions of this part is guilty-- gative powers; accident reports to division; per-
of a felony of the third degree, gumshable as . %o sonnel arid expenses; division o f costs.—
provided il. 8. 775.082, 8. 77/5.083, 0rs. 775.084. » (1) The Division of Fraudulent Claims shall * "\

(2) An%/ physician licensed under chapter 4581 have authority to investigate allegedly fraudulent j*
osteopath licensed under chapter 459, chtro--.J claims alleging loss or damages arising out of the
praetor licensed under chapter460, or any other- ownershlﬁ! operation, maintenance, or use of a
practitioner licensed under the laws of this state/-,  motor venhicle, as defined in section 320.01, any;.-1"".
who knowingly and willfully assists, conspires where within the state, filed by a claimant against

with, or urges any insured party to fraudulently anP(. ﬁer_son. insured bY’ an insurance company } I*
violate any of the provisions of this part or any. w-fiich lias issued a policy of insurance providing
person who, due to such assistance, conspiracy.?:; Frotection or Indemnity to the insured owner and *,-»
0r urging by said physician, osteopath, chiro-u.vr-

0 nny other person o_perati_nﬁ,‘mamtammg, or
using such motor vehicle with the consent, ex-
pressed orimplied,'of the Insured: and any other, /"
claim'covcred by Insurance resulting from the !
ownership, operation, maintenance, or use of

Braetor or practitioner, kn«.'vingly and willfully, ; -
enefits from the.proceeds derived.from the uses:--
of such fraud is (r;uﬂty of a felony of the third ;
de%ree, punishable cs provided in's. 775.082, 5.7

775.083, or ™ 775.084. In the event that a ' such motor vehicle. * ¢ _

physician, osteopath, chiropractor or practitioner (2) Any co_mpan% which believes that such a
IS adéudlcated gmlty pfr violation of this section, fraudulent claim is being made shall, within 60
the State Board of Medi;al Examiners ni set forth days of the receipt of such notice, send to the
in chapter 458, the StJte Board of Osteopathic Division of Fraudulent Gairns, on a form pro-
Medical Examiners as set forth in chapter 459, scribed by the department, tho information
or the Florida State Board of Chiropractic Exam- « requested and such additional information relative
iners as set forth in chapter 460, orother appro- to the accident and the parties cIalmmg loss or

priate licensing authority, tvliichever is appro- damages hecause of the accident as the department
priate, shall hold an administrative hearing to ma;{ require. The Division of Fraudulent Gaims
consider the imposition of administrative sanctions shall review such reports and select such claims

as provided by law against said physician, osteo-
path, chiropractor or practitioner. .

(3) Any attorney who knowingly and willfully
assists, conspires with, or urges any claimant to
fraudulently violate any of the provisions of this
part or any person who, due to such assistance,
conspiracy, or urgmg on such attorney’s part. .
knowingly and willfully benefits from the *
proceeds derived from the use of such fraud is'
guilty of a felony of the third degree, punishable
asprovided ins.775.082,s. 775.083, ors. 775.084.

(4) No person or governmental t nit licensed
under chapter 395 to maintain or operate a hos-
pital, and no administrator or emplo.Yee of any
such hospital, shall knowingly and willfully allow
the use of the facilities o( said hospital by an in-
sured party in a scheme or conspiracy to fraud-

as, in its judgment, may require further investi-
gation. It shall then cause an independent exami-
nation of the facts surrounding such claim to bo
nudr to determine the extent, if any, t " which
fnuu, deceit, or intentional misrepresentation
of any kind exists in the submission of the
claim. The Division of Fraudulent Claims shall -
report any r'lcriged violations of law which its
investigations disclose to the appropriate licensing
agency and state attorney havingjurisdiction with
respect to any such violation as provided in v.
624.310."

(3) Noinsurer, not the employees or a%_ents of
any ‘insurer, sliall be subject to civil liability for
libel or otherwise by virtue of the filing of reports
or furnishing other information required by this
section or required by the Division of Fraudulent



Gaims as aresult of the authority herein granted. to_pay all or a portion of any judgment which
(4)  All costs of administration and operation of ~ might be entered in the action shall file a state-

Sj-J Division of Fraudulent Gaims shall be borne ment, under oath of a corporate officer, setting
by the insurers licensed to write motor vehicle forth the following information with regard to
insurance in this state. The Insurance Commis- each known policy of insurance:
sioner shatl equally divide such costs among all a% The name of tfie insurer.
such companies, charging each such company an b) The name of each insured.
identical amount adequate to provide the total )] The limits of liability coverage.
cost of each fiscal year of operation. Such costs as d) A statement of any policy or coverage
tlcrived b¥ said assessment shall be allocated to defense which said insurer reasonably believes is
the State Treasurer'sand Insurance Commissioner's available to said insurer filing the statement at
Requlator;" Trust Fund. The total number of the time of filing said statement. _
positions to be allocated to the Division of Fraud- (2? The statement required by subsection (1;
ulent Gaims sir U not exceed 25 employees and shall be amended immediately upon discovery o
the total cost shall not exceed $S00,000 for said facts calling for an amendment to said statement.
fiscal year. . . _(3) If the statement or any amendment thereto
~ Section 10. Section 627.4132, Florida Statutes, indicates that a policy or coverage defense has
is created to read: o been or will be asserted, then the insurer may be
627.4132 Stacking of coverages prohibited,—If joined as a party. . .
an insured or named insured is protected hy any . (54) After the rendition of a verdict, or final
type ofmotorvclucle insurance policy for liability, judgment by the court if the case is tried without
uninsured motorist, personal injury protection, ajury, the insurer may be joined as a party and *
or any other coverage, the policy shall provide judgment may be entered by the court based upon
that the insured or named insured is protected the statement or statements herein required. o
only to the extent of the coverage lie has on the (5) The rules of discovery shall be available to v
vehicle involved in the accident; provided that if discover the existence and “policy provisions of :
none of the insuicd's or named insured’s vehicles liability insurance coverage.. 0’
is involved in the accident, coverage is available Section 13. Section? 627.738, 627.740, and
only to the extent of coverage on any one of the subsection (2) of section 627.741, Florida Statutes,
vehicles with applicable coverage. Coverage on are hereby repealed. . L e W
any other vehicles shall not be added to or stacked Section 14. Within 60 days after October 1,.
upon that coverage. This section shall not a?ply 1977, the Department of Insurance shall review
to reduce the coverage available by reason of in- the level of Florida automobile insurance rates for
.surancc policies msurmg different named insureds; the purpose of insuring,that premium or rate-
Section 11.1Section 627.7377, Florida Statutes,’,  reductions resulting from the provisiruis of this >
Is created'to toad: -, act arcbcing passed on to the insurance policy
627.7377 Physical Damage Dcductiblcs.-In pro- buyers.' tr o
viding collision coverage for physical damage to ection 15. If any provision of this net or the
an insured's motor vehicle, insurers shall make application thereofto any person or circumstance
available upon request deductibles of S500 or any is held invalid, it is the legislative intent that the
other amount for which the parties may contract, invalidity shall not affect other Erov_lsmns or
subject to tire insurer's filed rating plan. applications of the act which can be %_lven.effect
_ Section 12. Section 627.7262, Florida Statutes, without the invalid provision or application, and
is created to read: . to this end the provisions of tliis act are declared
627.7262 Non-joinder of insurers.-(I) No severable. _ .
motor vehicle liability insurer shall be joined as Section 16. Thisacti' M take effect October 1,
a party defendant inan sction to determine the 1976, and shall apply to all claims arising out of
insuicd’s liability; however, each insurer wliicN accidents occurring on or after said date.
docs or may provide liability insurance covcraf Approved, June 27, 1976
. 1977, Senate Hill 1181* 320.07 Apg)lication for registration; forms.—
Be it enacted by the Legislature of the State of 3) ﬁ) roof that personal igjury protection
Florida: . . benefits have been purchased when required under
Section 1. Short Title.-This act shall be known s. 627.737 shall be made by the applicant at the
and may be cited as "The Florida Insurance and time of registration of any motor vehicle owned as
Tort Reform Act of 1977." . defined in's. 627.732, The issuing agent shall re-
Section 4. Subsection (3) is added to section fuse to issue registration if such proof of puicliasc
320.02, Florida Statutes, to read: is not made. Insures shall furnish uniform proof

*NOIE: Only lectloni of tiill drullnc with no f.mlt aie repintltifi-il here.
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of purchase cards In such form as prescribe”! by the
Deé)artment of Highway Safety and Motor Vehicle:,
and such card, or an insurance policy, an insurance
pollc?/ hinder, a certificate of insurance, or such
roof as may be prescribed by the Department of
ighway Safety and Motor Vehicles shall be ac-
cepted as such proof. Asan aid in implementing
Section 42 of this Act such cards shall also indicate
'ie existence of any bodily injury liability insur-
ance voluntarily p r based. The Department of
Insurance shall reqJrc that such uniform cards as
ih)ecmed by the Department of Highway Safety and
otor Vehicles be furnished by insurers providing
such benefits. Any person altering such card or
duplicating or counterfeiting such card in order to
furnish such proofor to permit another person tc
furnish such proof shall be guilty of a misdemeanor
of the first degree, punishable as provided in s. 775.
082,5.775.083,0rs.775.084. _

(b)  When an operator owning a motor vehicle or
motor vehicles comes under the operation of tire
financial responsibility requirements of chapter
324, such operator shall provide proofofcompli-
ance with such financial responsibility requirements
at the time of registration of any such motor ve-
hicle through the use of a uniform proofof pur-
chase of insurance card specifying such coverage,
or an insurance policy, an insurance policy hinder,
a certificate ofinsurance, ~ such other method
of furnishing such ﬁroof asi...y be required by the
Departmentof Highway Safety and M otor Vehicles.
The issuing agent shall refuse to issue reﬁlstratlon
ofamotorvehicle |fsuch£roofof purchase is not
made. The Department of Insuranco shall require
that such uniform cards as rpccified b% the Depart-
ment  Highway Safety ana Motor Vehicles be
furnished by insurers writing motor vehicle liability '
Insurance in this state. Any person altering such
card or duplicating or counterfeiting such card in
order to furnish such proofor to permit another
person to furnish such proof shall be_guntY of a
misdemeanor of the first degree, punishable as pro-
vided in s. 775.082, . 775.083, 0rs. 775.084.

Section 6. Subsections (1% and (2) of section
324.021, Florida Statutes, 1976 Supplement, are
amended to read*, o .

324,021  Definitions; minimum insurance re-
quired.—The following words and phrases when
used in this chapter shall, for the purpose of this
chapter, have tho meanings respectively ascribed to
them in this section, except in those Instances
where the context clearly indicates a different
meaning: . .

(1) "Motor Vehicle.-Evcry self-propelled vehicle
which is designed and.reﬂuw.ed to be licensed for
use upon a highway, including trailers and semi-
trailers designed for use with such vehicles, except
traction englnes, road rollers, farm tractors, power
shovels, and well drillers, and every vehicle which
is propelled by electric power obtained from over-
head wires but not operated upon rails, but not in-
cluding any bicycle or "moped,” as defined in s.
316.003 (2). However, the term "motor vehicle"
shall not include any motor vehicle as defined in
5.627.732 (_Il], when the owner of such vehicle has
complied with the requirements of ss. 627.733-
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627.741, inclusive, unless the provisions ofs. 324.
051 apply, and in such case untllJanuarY_ 1, 1979
such owner shall establish proof o f compliance with
such sections in the manner provided for evidence
of insurance assevforth in's. 325.19 (7) at the time
of inspection ofany such motor vehicle, and after '
such date the applicable proof of insurance provi-
sions 0fs.320.02 shall appg. _

(2)  Dcp.irtment.-The Department of Highway
Safety and Motor Vehicles Insurance.
Section 20. Present subsections (2), %37) and (4)
of section 626.989, Florida Statutes, 1976 Supple-
ment, are renumbered as subsections (4{, (5% and

(6), respectively, and new subsections (1), (2), (3)
and %42) are added to said section to read: _
m26.989 Division of Fraudulent Claims; investi-
gative powers; subpoena powers; accident reports
to division; personnel and expenses; division of
costs.- D

(1) If, by its own inquiries or asa result of com-
plaints, the Division of Fraudulent Claims has rea-
son to believe that a person has engaged in, oris_, . -
eng]agmg in, an act or practice thatviolates s. 627.
1315 0rs.624.1Stit may administer oaths and af-
firmations, request the attendance of witnesses or
proffering of matter, and collect evidence. Tire de-
partmentshall not compel the attendance of any
person or matter in any such investigation except

pursuant to subsection (3).,. >

(2) If tnatter that the division seeks to obtain by
request is located outside the state, tho(s).er.s_on 50
requested maz/_ make it available to the division or
its representati ne t .
where it is jocatcd. The division may designate rep-
rescntalives.indudingoffidnisof the state in which,;

« the matter is located, to inspect the matteron its ¢
behalf and it may respond to similar requests from
officials of pther states,' Tfi'foV- * ez |

3) The division may request that an individual
who refuses to comply with any such request ho
ordered by the circuit court to provide the testi-
mony or matter. Tire court shall not order such
compliance unless the division has demonstrated
to the satisfaction of (he court that the testimony
of the witness or the matter under request has a
direct hearing on a violation ofs. 627.7375 ors.
624.155 or is pertinent and necessary to further
such investigation. Except in a prosecution for per-
jury, an individual who complies with a court order
to provide testimony or matter after asserting a
privilege against self-incrimination to which he is
entitled by law may not be subjected to a criminal
proceeding or to a civil penalty with respect to the
act concerning which he is required to testify or
produce relevant matter.

(4) The department's papers, documents, reports
or evidence'relative to the subject of an investiga-
tion under this section shall not bo subject to pub-
lic inspection for so long as the department deems
reasonably necessary to complete tire investigation,
to protect the person investigated from unwar-
ranted injury, or to be in the public interest. Fur-
ther, such papers, documents, reports or evidence
relative to the subject of an invcstigatioii under tliis
section shall not be subject to subpoena until o-
pened for public inspectioi.  the department.
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unless the department consents; or after notice to
the department and a hearmg, the court determines
the department would not be unnecessarily hin-
dered by such subpoena. _

Section 30. Subsection (3& of section 627.727,
Florida Statutes, is amended and subsections (6)
and (77% are added to said section to read: _

627.727 ~ Automaobile liability insurance; unin-
%ured vehicle coverage; insolvent insurer protec-

ion.— .

(3)  For the purpose of this coverage, the term
“uninsured motor vehicle" shall, subject to the
terms and conditions of such coverage, be deemed
lo include an insured motor vehicle when the lia-
bility insurer thereof: _

(a{ Is unable to make payment with respect to
the legal liability of its insured within the limits
specified therein because of insolvency; or

(b) Has provided limits of bodily injury liability
for its insured which are less than the limits appli-
cable to the injured person provided under his un-
insured motorist's coverage, applicable to the in-
jured person. . t.

(6) Ifaninjured person orin the ease of death,
the personal representative, agrees to s flic a claim
with alia" Jity insurerand its insured for the limits
of liability, and such settlement would not fully,
satisfy the claim for personal injuries or wrongful
death so as to create an uninsured motorist claim
against the uninsured motorist insurer, then such
settlement agreement shall be submitted in writing
to the uninsured motorist insurer, which shall have
aperiod of 30 days from receipt thereofin which.,
to agree to arbitrate the uninsured motorist claim
and approve tire settlement, waive its subrogation
rights a%am_st the liability,insurer and its insured, .
and authorize'the execution of a full release. It
the uninsured motorist insurer does not agree with-
in 30 days to arhitrate the uninsured motorist claim
and approve the proposed settlement agreement,
waive its subrogation rights aﬂamst tire liability in-
surer and its insured, and authorize the execution
of a full release, the injured person orin thr case
of death, the Eer_son.al representative, may File suit
joining the liability insurer'sinsured and the unin-
sured motorist insurer to resolve their respective
liability for any damages to be awarded; provided,
however, that in such action, the liability insurer's
coverage shall first br exhausted before any award
may be entered against the uninsured motorist in-
surer, and any such award ogainst the uninsured
motorist insurer shall be excess and subject to "lie
P_rovmonsofs. 627.727 (1). Any award in such ac-

ion against the liability msurer'sinsured shall be
binding and conclusive as Jo the injured pcison and
uninsured motorist insurer'sliability for damages
up to its coverage limits. The provisions ofs. b27.
-12S shall not apply to any section brought pursuant
to this section against the uninsured motorist in-
surer.

(7) The legal liability of an uninsured motorist
coverage insurer shall not include damages in tort
for pain, suffering, mental anguish and inconven-
ience unless the Injury or disease is described in
one or )m ore of paragraphs (a) through (f) of s. 627.
137 12).

Section 33. Section 627.736. Florida Statutes,
1976 Supplement, is amended tc read: _

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

(1)  Required Be.pfcilis.-Evcry insurance policy
com%mg with the security requirements ot s
627.733 shall provide personal injury protection
provra™ ; for payment of all reasonable expenses
Incurred for necessary medical, surgical, X-ray,
dental, and rehabilitative services, including Fros-
thetic devices; necessarY ambulance, hospital, nurs-
ing services; and funeral and disability benefits to
the named insured, relatives residing in the same
household, persons operating the insured motor
vehicle, passengers In such motor vehicle, and other
Bers_ons. struck by such motor vehicle and suffering

odily injury while not an occupant of a self-pro-
pelled motor vehicle or motorcycle, all as specifi-
cally provided in subsections (2) and (4) (dg), to a
limit of $5.000 for loss sustained hy'any such per-
son asaresult of bodily injury, sickness, disease,’
or death arising out of the ownership, inaihtcnance,
oruse of amotor vehicle as follows:

(a) Medical bencfits.-Eighty percentofall tea-"
sonablc expenses for necessary medjcalj'.sur?lcal,' .
X-ray, dental, and rehabilitative services, includin
prosthetic de*'*cs, and necessary ambulance, hos-™*
pital, and nursing services; Such benefits shall also
Include necessary remedial treatment and services
recognized and permitted under the laws of the 'm
state for an mH]ured personwho relies upon spiritual
means throug i)_rayer alone for healing, in nccord
ance with his religious beliefs. *»+ H "

(b) Disability bcnefits.-Eighty percent ofany ¢
loss of gross income and loss o f earning cipacity -/
perindividual, wiles;! such benefits are deemed not
Includable in gross income for federal Income tax;r'
purposes, in which event such benefits shall be lim-t
itcd to 60 percent, from inability to work ﬁrolxr
matcly caused by the injury sustained bY the in-
jured person, plus all expenses reasonably incurred
in obtaining from others ordinary and necessar?g
services in lieu of those that, but for the ir\jury, the
injured person would have performed without in-
come for the benefit of his household. All disabil-
ity benefits payable under this provision shall be
paid not less than every 2 weeks. o

(c) Any insurer providing medical or disability
benefits which have been reduced under this sec-
tion shall also provide a corresponding rate, reduc-
tion to the insured in proportion to reduction of
benefits provided. _ ,

d) Funeral, burial or cremation bencfits.-Fu-
ncral, burial, or cremation expenses in an nmount
not to exceed 51,000 perindividual.
~(c)  Only insurers writing motor vehicle liability
insurance in this state may provide the required
benefits of this section and no such insurer shall
require the purchase of any other motor vehicle
coverage as a condition for providing sue!) required
benefits. Such insurers shall make such benefits
available through normal marketing channels. Any
insurer writing motor vehicle liability insurance in
this state failing to comPIy with suc a_va|Iab|I|t?;
requirement as a general business practice shall he
deemed to have violated part VII of Chapter 626

| *



and such violation shall constitute an unfair method
of competition or an unfair or deceptive acFor
practice involving the business of insurance, ind
ang,such insurer committing such violation sha!" be
subject to the Eenaltles afforded in such Eart a-
well as those which may be afforded elsew

the insurance code. .

(2) Authorized Exclusions.—Any insurer may ex-
clude benefits: . .

(a) Forinjury sustained by the named insured
and relatives residing in the same household while
occupg!ng another motor vehicle owned by the
named insured and not insured under the policy or
forinjury sustained by a_nﬁ/ person operating tho
insured motor vehicle without the express or im-
plied consent of the insured.

(b) To any m&ured_person, if such person's con-
ductcontributed to his injury under any of the fol-
Iowmg circumstances: . _

1. Causing injury to himselfintentionally;

2. Being convicted of driving while
fluence ofalcohol or narcotic drugs to <* ~xtcnt -
thathis'driving faculties are impaired: a ¥

3. While committing a felony. ;+* el
Whenever an insured 1s charged w . mduct as
set forth In subparagraphs 2. or 3., the 30-day pay-
ment provision of paragraph (4) (b) shall be held -
in abeyance, and tho insurer shall withhold pay-.
ment of any personal injury protection benefits im
Fendm the outcome of the case at the trial level.

f the charge isnolle pressed or dismissed or the In-
surcd Isacquitted, the 30-day payment F_rpvmon
shrall run from thsdatc the insurer is notified of
such action. _

(3) Insured's rights to tcc~?f*ry o f special dam- .
ages in tort claims.—No insurer shall have aHen on
any recovery,in tort bylju.dgment, settlement, or- u
otherwise for personal injury protection henefits,
whethersuit has been filed or settlement has been
reached without suit." An injured party who is en-
titled to bring suit under the provisions of s. 627.
137, or his legal representative, shall have'  right
to recover any damages for which persor.u mjuty
protection benefits are paid or payable. The plain-
tiff may prove all of his special dam_a?es notwith-
standing this limitation, but if special damages are
Introduced in evidence, the trier of facts, whether
judge orjury, shall not award damages for personal
injury protection benefits paid or payable. In all
cases in which ajury b required to fix damages,
the court shall instruct thejury that the plaintiff
shall not recover such special damages for personal
in uryé)rote_cuon benefits paid or payable.

(4) enefits; When Due.-Benefits due from an
Insurerunder ss.627.730-627.741 shall be primary-
cxcept that benefits received under any workmen
compensation law or Medicaid 2j provided undelr
42 USC 1396 ct scq. shall be credited against the
benefits provided by subsection (1) and br due and
payable as loss accrues, upon receipt of reasonable
Froqf of such loss and the amount of expenses and
0ss incurred which are covered by the policy is-
sued underss. 627.730-627.74 1. . _

(a) An insurer may require written notice to lie

ere in

Oiig. 8-77

let the in-

given as soor, as practicable after an accident in-
volving a motor vehicle with rrrpect to which the
Egl;c_halffords the security required by ss. 627.730-

(b? Personal injury protection insurance henefits
shall be overdue if not paid within 30 days after
the insurer is furnished written notice of the fact
of acovered loss and o f the amount of same. If
such written notice is not furnished to the insurer
as to the entire claim, any partial amount supported
by written notice is overdue if not paid within 30
days -.rtcr such written notice Is furnished to the
Insurer. Any partor all of the remainder of the
claim that is subsequently supPo_rted by written
notice is overdue if not paid within 30 days after
such written notice is furnished to the insurer.
However, any payment shall not be deemed over-
due when the insurer has reasonable proof to es-
tablish that the insurer is not responsible for the
Bayment,_notwnhstandlng that written notice has
een furnished to the Insurer. For the Eurpolse of
of calculating th,nextent to which any benefits ire
overdue, payment shall be treated as being'mado ¢
on the date a draft or othervalid instrument which
is equivalent to payment was placed in the United
States mail in a properly addressed, postpaid enve-
lope or, if not so posted, on the date of dc'ivery.

(c) Alloverdue payments shall bearsimple inter-
est at the rate of 10 percentpera n-.n u m . *
(dR The insurerof the owner ofamotor vehicle
shall pay personal InJury protection benefits fort

‘1. Accidental bodily Injury sustained in this..
s.atc by the owner while occupying a motor ve-
hicle, or while nrt an occupant o faself-prbpelled-
vehidc if the injury is caused by physical contact,
with amotor vtliide. _ .

2. Accidental bodily injury sustained outsido
this state but within the United States of America,
its territories or possessions, or Canada by tire r
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 subparagraph
1. or subparagraph 2., provided the relative at'the
'ime of the accident is domiciled In ihe owner’s
household and is not himself the owner ofa motor
vehicle with respect to which security is require i
under ss. 627.730-627.741, . .

4. Accidental bodily Injur%/_sustalned_ln this
state by any other person while occupying the
owner'smotor vehicle or. If a resident of this state,
while not an occupant ol a self-propelled vehicle
if the injury is caused by physical contact with_
such motor vehicle, provided ‘the injured person is
not himseif: o . .

a, Tlic ownerofamotor vehicle with respect to
\%V“Ch security.is required Linderss 627.730-627.
or * . -

b. Entitled to personal injury benefits from the
|hn_s|urer of the owner or owners of such a motor ve-

icle.

(e) If two or more insurers arc liable to pay per-
sonal injury protection benefits for the same mljury
to any one person the maximum payable shall be
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as specified in subsection (1), and any insurer pay-
ing the benefits shall be entitled to recover from
each of the other insurers an equitable pro rata.
share of the benefits paid and expenses incurred in
processing the claim. o

(5) Charges for treatment ofinjured persons.—
Any physician, hospital, clinic, or other person or .
Institution lawfully rendering treatment to an in-
jured person for a bodily injury covered by per-
sonal |n|urr protection insurance may charge cnly
a reasonable amount for the products, services, and
accommodations rendered and the insurer provid-
ing such coverage may pay for such charges directly
to such person or institution lawfully rendering
such treatment if the insured receiving such treat-
ment or his guardian has countersigned the invoice
or bill upon which such charges arc to be paid as
being actually rendered to the best knowledge of
the insured or his guardian. In no event, however,

may such a cltargc be in excess of the amount the; i

person or institution customarily charges for like:
products, services, and accommodations in cases
Involving no insurance. ' < ey,

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

(a) Every cmploycrshall, if a request is made
by an insurer providing gersonal injury protection
benefits undcrss. 627.730-f .
aclaim hasbeen made, furnish forthwith, in a form
approved by Uic Department of Insurance, a sworn
statement of the earnings, since the time of the °

boaily injury and for a reasonable period heforell"

the injury, of the person upon whose |rzjjury the
claimisbased.*. U o
(b) *Every physician, Hospital, clinic, or other <-

mcdical institution providing, before or after bod-""

ily injury upon which a claim for personalinjury| o
protection insurance benefits is based, any prod;
ucts, services, or accommodations in relation to
that or any otherinjury, or in relation to a condi-
tion claimed lo be connected with that or any
otherinjury, shall, If requested to do so by tire'in-
surer against whom the claim has been made, fur-
nish forthwith a written report of the history, con-
dition, treatment, dates, and costs of such treat-
ment of the injured person, together with a swom
statement that the treatment or services rendered
were reasonable and necessary with respect to the
bodily injury sustained and identifying which por-
tion of 'lie expenses for said treatment or services
was incurred as a result of such bodily injury, and
produce forthwith, and permit the inspection and
copying of, his or its records regarding such his-
tory, condition, treatment, dates, and costs of
treatment. Said swom statement shall read as fol-
lows: "Under penalty of perjury, Ldeclare that |
have read the fore(fomg, and the facts aIIe?.ed arc
true, to the best of my knowledge and befief," No
cause of action for violation of ph¥3|0_|an-pat|ent
prnulege orinvasion of the r!?ht of privacy shall be
against any physician, hospital, clinic, or oilier
medical institution complying with the provisions
of this section. The person requesting such re-
cords and snid sworn statement shall pay all reason-
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0-627.741 against whom *»

are. Vv

able costs connected therewith. _ .

(c) in the event of any dispute regarding an in-
surer's right to discovery of facts about aninjured
person's eamings or about his history, condition,
and treatment, andjiatcs and costs of such treat-
ment, the insurer m f/ petition a court of compe-
tentjurisdiction to cn;er an order permitting such
disco*, v. The order may be made only on motion
for good cause shown and upon notice to all per-
sons having an interest, and it shall specify the
time, place, manner, conditions, and scope of the
discovery. Such court may, in order to protect
against annoyance, embarrassment, or oppression,
asjustice requires, enter an order refusing discovery
or specifying conditions of discovery and may
order payments of costs and expenses of the pro-
ceedln?, including reasonable fees for the appear-
ance of attorneys at the progeedmgs, asjustice re-

uires, ~ ow
q(d) The injured person shall be furnished, upon -
request, acopy of all information obtained by the”
insurer under the provisions of this section, and v
shall pay areasonable charge, if required by the in-
surer.

(c) Notice to sninsurer of the existence of a
claim shall not be unreasonably withheld by an in-
sured. o ¥le e o A

(7)  Mental and physical examination ofinjured
person; reports.— e 4- <" me .

(a) Whenever the mental or physical r.ondition
of an injured person covered by personal injury
protection is material to any claim that lias been
or may be made for past or future personalinjury
protection insurance benefits, such person shall,
uh)on_ request of an insurer, submit to mental or

ysical examination by a physician or physicians.

he costs of any examinations requested hy an in-
surer shall be borne entirely by the insurer. Such
examination shall be conducted within the city of
residence of the insured. If there is no qualified
physician to conduct tire examination within the
city of residence of the insured, then such examina-
tion shall be conducted in an area of the closest
proximity to the insured's residence. Personal pro-
tection insurers arc authorized to include reason-
able provisions in personal injury protection insur-
ance policies for mental and physical examination
of those claiming personal injury protection insur-
ance benefits. _

(b) If requested by the person examined, a party
causing an examination to be made 'hall deliver to
him a.copy of every written report concerning the
examination rendered by an examining phﬁsmllan,
at least one of which reports must set out his find-
ings and conclusions in detail. Aftersuch request
Bnd delivery, the party causing the examination to

e made is entitled, upon request, to receive from
the person examined every written report available
to him or his representative concerning any exami-
nation, previously or thereafter made, of tire same
mental or physical condi'ion. Ily requestmg and
obtaining a reﬁort of the examination so ordered
or by taking the deposition of the examiner, tire
person examined waives any privilege he may have,
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in rcla/ion to the claim for benefits., icg-uding the
testlmonK of every other person w!m has examined,
or may thereafter examine, him in respect to tho
same mental or physical condition. If a person un-
reasonably refuses to submit to an examination,
the personal injury protection carrieris no longer
liable for subsequent personal injury prot*ectlon

benefits. .

(a)  With respect to any dispute under the provi-

sions ofss. 627.730-627.741 between the insured
andlthe insurer, the provisions ofs. 627.428 shall
apply.

Section 36. Section 627.7375, Florida Statutes,
1976 Supplement, is amended to read:

627.7375 False and fraudulent claims.—

(1) Any person who, with the intent to injure,
defraud or deceive any insurance company:

(a) Presents or causes to be presented any writ-
ten or oral statement as part of or in supportofa
claim for payment or other benefit pursuant to an ..
msurance{)ollcy,knowmg that such statement con-
tains any false, incomplete, or misleading informa-
tion concerning any fact or thing material to such
claim;or L

(b) Prepares or makes any written or oral state-
ment thatisintended to bo presented to cny insur-
ance company in connection with orin support of
any claim for paymentin other benefit pursuant
to an insurance policy, knowing that such state- ,;
ment contains any false, incomplete, or misleading .
information concerning any fact or thing material
to such claim guilty ofatelony,of tho third de-
to;ree, punishable as provided ins. 775.082,5. 775,

83, 0rs. 775.084.: '

: ] :
gc) All claims forms shall contain a statementinv ,.
a

orm approved by tho department that,clearly .
states in substance tiro following:, "Any, person -
who knowingly and with inte't to injure, defraud
or deceive any insurance company files a statement
of Haim containing any false, incomplete or mis-
Iéeadmg information is guilty of a felony of third

egree." .

(g) Any p.aysician licensed under chapterd58,
osteopath licensed under chapter 459, chiropractor
licensed under chapter 460, or any other practi-
tioner licensed under the laws of this state who
knowingly and willfully assists, conspires with, or
urges any insured party to fraudulently violate any
ofthe provisions of this part, or any person who,
due to such assistance, conspiracy, or urging by
said phismla.n, osteopath, chiropractor, or practi-
tioner, knowingly and willfully benefits from the
proceeds derived from the use of such fraud, is
guilty of a felony of the third degoree, punishable
as provided in s.775.082,5. 775.083, ors. 775.
084. In the event that a physician, osteopath, chi-
ropractor, or practitioner is adjudicated guilty of a
violation of this section, (he State hoard of Medical
Examiners as set forth in chapter 458, the State
Board of Osteopathic Medical Examiners as set
forth in chapter 459, or the Florida State Board of
Chiropractic Examiners as set forth in chapter 460,
or other appropriate Ilcensmg authority, which-
ever is appropriate, shall hold an administrative

hearing to consider the imposition o f administrative
sanctions asE(owded by law against said physician,
osteopath, chiropractor, or practitioner.

(3) Any attorney who knowingly and willfully
assists, conspires with, or urges any claimant to

fraudulently violate any of the provisions of this

part, or any peison who, due to such assistance,
conspiracy, of U[ﬂ'”ﬂ on such attorney's pari,
knowingly and willfully benefits from the prdceeds
derived from the use of such fraudj is guilty o fi".
fe,lony of the third degree, punishable as provided
iris.775.082, 5. 775.033, ors. 775.084 " *
(4) No person or governmental unit licensed un-
der chapter 395 to maintain or operate a hosEltaI,
and no administrator or employee of any such hos-
pital, shall knowingly and willfully allow the use
of the facilities of said hospital by an insured party
in ascheme or conspiracy to fraudulently violate
any of the provisions of this part. Any hospital ad-
ministrator or em?loyee who violates this subset X1
tion is guilty of atelony of the third degree, pun-"*"
ishable as provided in s. 775.082,5. 775.033, ors.
775.084. Any adjudication of guilt for aviolation
of this section, or tire use of business practices -’
demonstrating a pattern indicating that the spirit
of the law set'forth in this part is not being fol-" #v>
lowed, shall be grounds for suspension or revoca-
tion of the license to operate the hospltal 0rtirg t o™
imposition of an administrative pena t?/ ofup toric'’
55,000 by the licensing agency asset forth in chap- ¢
ter395. . e e > fqui.TA*? Jrrr M
(5) Any insurance company damaged as i resultin'
of aviolation of any provision of this sectionrjnr *

where there has been a criminal adjudication bfinr.]
guilt shell have a cause o f action to recovercom- f'

Pensatory.d.amages, phis all reasonable Investiga-un
ion and litigation expenses deluding attorneys'* m
fees at the trial and appellate courts..
(o) Forthe purposes of tills section “statement” <
includes, but is not limited to, any notice, state-
ment, proof ofloss, bill of lading. Invoice, account,
estimate of property damages, bill for services, di-
agnosis, prescription, hospital or d.ictor records, x-
ray, test result, or other evidence ofloss, Injury, or
expense. - WY e

7) The provisions o f this section shall also apply
as to any insurer o i.djusting firm or their age:.Is
or representatives who with intent, injures, de-
frauds, cr deceives any claimant with regard to any
claim. The claimant shall have the right to recover
the darmges provided n this section, o

(8) Itinunlawful for any person, in lus individ-
ual capaciiy or in his capacity as a public or private
employee, or for any firm, corporation, partner-
ship, or association to solicit any business in and
about ..ity receiving hospitals, city nnd county re-
ceiving hospitals, county hospitals, justice courts,
mummBa_I courts, or in any public institution or in
any punlic place or upon any public sti.et or high-
way orin and about private hospitals, sanitariums
orin and about any private Institution or upon pri-
vate property of any character whatsoever for the
purpose of making motor vehicle tort claims. Any
person who violates the provisions of this snbsec-



tion is quilty of a felony of the third degree, pun-
|737h5abolg4as provided in 5. 775.082,s. 775.083, or s.

(9) Ilisunlawful for any attorney to solicit any
business relating to the representation of persons
mHu.n_ed in-amotor vehicle accident for the purpose
of filing amotor vehicle tort claim. Any attorney
who violates the provisions of this subsection if.
guilty ora felony of the third de%ree, punishable
as provided in 8. 775.082, . 775.083, ors. 775.
084. Whenever any circuit or special grievance
committee actmgi under the jurisdiction of the Su-
preme Court shall find probable cause to believe
that an attorney is guilty of a violation of this sec-
tion, such committee shall forward to appropriate
state attorney a copy of the finding of probable
cause and the report beln%; filed in the matter.

Section 37. Section 627.739", Florida Statutes,
1976 Supplement, is amended to read: .
627.739  Personal injury protection; optional
limitations; deductiblcs.-In"order to prevent dupli-
cation with other private or governmental insur-
ance or benefits for senior citizens and others with
access to such insurance or henefits, each insurer
Erowdmg the covera%e and benefits described in s.

27.736 Fl) shall offer to the named insured’s
modified forms of personal m,qury protection as
described in this section. Such election may be
made by the named insured to apply to the named
insured alone, or to the nanicd insured and depend-

>

gross income and loss of earning capacity described
Ins.627.736 (1) (b) shall be excluded.

(4) Insurers shall offer, at the election of the
named insured, one of the following options:

(a) Either adirest payment to the policyh Mer
or apayment to any person, corporation,a  a
siori of other business entity which performs re-
pair -. kupon themotor vehicle, or acombination
of the foregoing; or _

(b) A payment to any person, corporation, as-
sociation, or other business entity performing re-
pair work upon the motor vehicle, where the payee
Is under contract with the insurer to perform such
work at stipulated rates which arc no greater than_
eighty-five (85) percent of prevailing rates for simi-
lar work within the county where the payee per-
forms the work upon the motor vehicle. ~

(5) Each insurer may prepare and distribute to
each of its policyholders a listing of all business
entities under contract with the insurer to perform,
motor vehicle repair work at the rates described in  t
paragraph SI) (bﬁ)of this section. The listing shall
Include a clear and plain explanation of the OPoons
provided as required by this section, and shall fur-
ther state that if the policyholder elects to have re-.
quiied motor vehicle repair work done by any such,
business entity, the rates stipulated in the contract
with the insurer shall be all of the consideration  *
which the business entity will demand for.such
* *'rk-and shall be paid by the insurer.

cnt relatives residing in the same household. Any (1) Insurers may offer coverage wherein at the
person electing such modified coverage or subject election o f the named insured medical services shall. .
to such modified coverage us a result of the named be limited to specified medical prowders(} including. .
innucd’s election shall have no rl?ht to claim or to hospitals, which specified medical j  vider may be *1,
recoverany amount so deducted from any owner,1 1 nhealth maintenance organization, as provided'in K.

registrant) operator or occupant of avehicle or any chapter641, part Il, Florida Statutes. ;) ¢
person or organization legally responsible for any Section 43:'There shall be no prlvate[passen er
such person’s acts or omissions who is made ex- 1 r motor vehicle insurance rate increases for bodily

erupt from tort liability by ss. 627.730-627.741. ;
Premium reductions for each modification or com-
bination of modifications rhall be adequate to rec-
ognize the reduction in hazard and shall be subject
to the approval of the Department of Insurance.
(1) Insurers shall offer to each applicant and to
each policyholder upon the renewal of an existing
gollcg, deductibles, in amounts of 5250, S50G,
1,000, and S2.000, S3,000 and 54,000 said
amount to be deducted from the benefits otherwise
due each person subject to the deduction and shall
explain to each applicant or policyholder that if
they have coverage under private or governmental
disability plans they may avail themselves of de-
ductibles or other modifications as provided in sub-
sections (1), (2), and 1(3). .
(2) Insurers shall offer coveraﬁe wherein at the
election of the named insured all benefits payable
under 42 USC 1395, the federal "medicare” pro-
gram, or to active or retired military personnel and
their dependent relatives shall be deducted from
those benefits otherwise payable pursuant to s.
627.736(1). .
(3) Insurers shall offer coverage wherein at the
election of named insured the henefits for loss of
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injury liability, personal injury protection benefits,
or uninsured motorist coveraﬁe, excludm% rates
charged for coverage under the automobile joint
underwriting association established unders. 627.
351 (1), prior to January 1, 1978. The rate cap
provided by this section shall take effect at 12:01
a.m., June 4, 1977, This shall not prevent rate re-
duction. - _

Section 44. If any provision of this act, or the
application thereof'to any person or rircurnstan '
is held invalid, such invalidity shall not affect other
provisions or applications of this act which can be
given effect without the invalid provision or appli-
cation. To this end the provisi nsof this act arc
declared to be severable.

Section 45. This act shall t; .c effect July 1,
1977, and shall_appl?/ to all claims arising out of
accidents ocurring after said date, except that: sec-
tion 4 sliall take effect January 1, 1978; sections
19, 21,22, 23, 24, 25, 31, 32, 33, and 37 shall
take effect September 1, 1977; and sections 43, 44,
and 45 shall take effect uBon becoming a law.

_became law July 5, 1977,
without governor's signature
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Chagter 78-374, Laws 1978

~ Senate Bit! No. 1303

~ Anact relat|ng7t0 motor vehicle insurance; amend-
ings. 627.727 (1), Florida Statutes; providing that
uninsured motorist coverage shall not include dam-
ages for pain and suffering except for specified in-
juries or death; amending s. 627.732 (|§), Florida
Statutes; providing definitions of "motor vehicle",
"private passenger motor vehicle", and "commer-
clal motor vehicle"; amending s. 627.736 (1),
Florida Statutes; providing for *10.000 in personal
Ln urg protection coverage; amending s. 627.737
(_2{, lorida Statutes; providing for limitations on
rights to damages for pain, suffering, mental an-
guish, and inconvenience in tort actions ar|smt71 out
of use ofamaotorvehicle; amending s. 627.7372
(1), Florida Statutes; providing for the admission
Into evidence in certain actions the amount of all
collateral sources paid or pa*able to the claimant,
and prohibiting an award of damages which are ..
otherwiso paid or payable; amending s. 627.739
(1), Florida Statutes, relating *o personal injury -,
protection to revise amounts of deductibles; creat-
Ing s. 627.7405, Florida Statutes; providing per-
sonal injury protection benefits for the insured,
certain relatives, operators, and passengers ofa M
commercial motor vehicle orother Florida residents
struck, by a commercial motor vehicle in Florida;
repealing s. 627.735 (2), Florida Statutes, relating.,
to the compliance of motor vehicle liability insur-
ance policies with financial responsibility or com-
Fulsory insurance laws of other states; providing
orreview by the Department of Insurance of the
rates of all licensed motor vehicle insurers; provid-
ing for issuance of orders by the Department of ,
Insurance to require new rate schedules where - :
emstmg rates arc unfairly dlscrlm!n_ator%; creating
s.627.343, Florida Statutes; requiring tho Depart-
ment of Insurance to promulgate a uniform state-
wide reporting system to class_|fP/ risks for the pur-
pose of evaluating motor vehicle insurance rates,
premiums, competition, and availability; requiring
insureri to file annual statements with the depart-
ment; providing that the department ray require
insurers to report certain loss and expense expe-
rience; repealing s. 627.342, Florida Statutes,
which provides for annual risk classification re-
porting \y insurers; providing an effective date.

Be It Enacted by the Legislature of the State of
Florida:

Section 1. Subsection (7(} of section 627.727,
Florida Statutes, is amended to read: _

627.727  Automobile liability insurance; unin-
sured vehicle coverage; insolvent insurer protec-
tion— . .

(7)  The legal I|ab|I|t¥ of an uninsured motorist
coverage insurer shall not include damages in tort
for pain, suffering, mental anguish, and inconven-
ience unless the injury or disease is described in
one or more of paragraphs (a) through (<I) of s.
627.737 (2). _ .

Section 2. Subsection (13 of section 627,732,
Florida Statutes, isamended to read:

62672;.47132 Definitions.-As used in ss. 627.730-

(hl_) "Motor vehicle" means any self-propelled
vehicle which isof a type both designed and re-
quired to be licensed for use on the highways of
this state and any trailer or semi-trailer designed
for use with such vehicle, except mopeds, as de-
fined ins.316.003 (2), and includes: _
~(a) A "private passenger motor vehicle” which
is any motor vehicle which is a sedan, station wagon
orLeep type vehicle not used at any time asa_
public or livery conveyance for passengers and, if
not used primarily for occupational, professional
or business purposes, @ motor vehicle of the pick- .
up, panel,van, camperor motor home type.

(b) A “commercial motor ""chicle” which is any
motor Ycliicle which Is not a private passenger mo-
tor vehicle.

The term motor vehicle, however, does not include
any self-propelled vehicle with less than four wheels
oramobilehome."a, * -« o *9

Section 3. Subsection (1(} of section 627.736,
Florida Statutes,is amended to read: .

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

(1) REQUIRED BENEFITS.—Evtry insurance
pollcg complying with the security requirements
0fs.627.733 shall provide personal injury protec-
tion providing for payment of all reasonable ex-
E(enses incurred for necessary medical, surgical,

rny, dental, and rehabilitative services, including
prosthetic devices; nccessaiy ambulance, hospital, "
and nursing servicesj'ond funeral and disability" 1
benefits to the named Insured, relatives residing in
the same household, persons operating the insured
motor vehicle, passengers In such motor vehicle,
and other persons struck by such motor vehicle and
suffering bodily Injury while not an occupantofa
self-propelled vehicle, all as specifically provided in
subsection (2) and paragraph (4) (d), to alimit of
510,000 forlosssustained by any such person as a
result of bodily injury, sickness, d'sease, or death
arising out of the ownership, maintenance, or use
of amotor vehicle as follows: _

Section 4. Subsection (ZJ of section 627.737,
Florida Statutes, is amended to read: _

627.737 Tort exemption; limitation on right to
damages; punitive damages.— .

(2) "In any action of tort brought against the
owner, registrant, operator, or occupant of a motor
vehicle with respect to which securltg has been
provided as required by ss, 627.730-627.741, or »
a?alnst any person or orpnization I.egqlly responsi-
ble for his nets or omissions, a plaintiff may re-
cover_damages in tort for pain, suffermgb, mental m
sanguish, and inconvenience because of bodily in-
jury, sickness, or disease arising out of the owner-
ship, maintenance, operation, or use of such motor
vehicle only in the event that the injury or disease
consists in whole or in part of: .

(a) Significant and permanent loss of an impor-
tant bodily function, o

(b) Permanent injury within a reasonable degree
of inedicat probability, other than scarring or dis-



(f

figurement. . _
(c) Significant and permanent scarring or dis-
figurement,

%d) Death.

SectionS. Subsectu n(!) of section 627.7372,
Florida Statutes, is amended to read:
627.7372 Collateral sources of indemnity.-

f Sl(} [n any action for personal injury or wrong-
u

eath arising out of the ownershiF, oEeration,
use or maintenance of a motor vehicle, the court
shall admit into evidence the total amount of all
collateral sources paid to the claimant, and the
court shall instruct the jury to deduc’  m i>-
verdict the value of all benefits rcceiv
claimant from any collateral source.
Section 6. Subsection (IJ of section >
Florida Statutes, is amended to read:
627.739  Personal injury protection;>
limitations; deductibles; optional method
merit for repairw ork.-In or'cr to prevent cn.r.
cation with other private or governmental insur-
ance or benefits for senior citizens and others wilin
access to such insunmecc or benefits, each insurer
prowdlng the coverage and benefits described in
5. 627.736 (1) shall offer to the named insureds
modified forms of personal |nLury protection as
described in this section. Such election may be
made by the named insured to apply to the named
insured alone,or to the named insured and depend-
ent relatives residing in the same household. Any
person electing such modified coverage, or subject
to such modified coverage as a result of the named
insured’s election, shall have no rl?ht to claim or to
recover any amount so deducted from any owner,
registrant, operator, or occui)ant of avehicle or any
pcrso: ororganization legally responsible for any
such person’s acts'or omissions who is made ex-
empt_from tort liability by ss. 627.730-627-741.
Premium reductions for each modification or com-
bination of modifications shall be adequate to
recognize the reduction in hazaid and shall be sub-
ject to the approval of the Department of Insurance.
(1) Insurers shall offer to each applicant and to
each policyholder, upon the renewal of an existing
Eollc , deductibles, in amounts of 5250, S50d,
1.000, 52,000, 53,000, 54,000, 56,000 and
58.000, said amount to be deducted from the bene-
fits otherwise due each person subject to the de-
duction, and shall explain to each applicant or
policyholder that if they have coverage under pri-
vate or governmental disability plans, ihcy may
avail themselves of deductibles or other mollifica-
tions as provided in subsections (1), (2), and (3).
~Section 7. Section 627.7405, Florida Statutes,
is created to read: , _ _
627.7405  Subrogation.-Notwithstanding any
other provisions of ss. 627.730-627.741, any in-
surer providing personal injury wotectlon benefits
on a private Passenger motor vehicle shall have, to
the extent ot any personal injury protection bene-
fits paid to any person as a benefit arising out of
such private passenger motor vehicle insurance, a
nght of reimbursement against the owner or the
utstirer of the owner of ncommercial motor vehicle,
if ttic benefits paid result from such person havm?
been an occupant of the commercial motor vehicle
or having been struck by the commercial motor

Orie. nva H

veﬂjc}e while not an occupant of any self-propcli*d
vehicle.

Section 3. Within 30 days after January i, 1980,
the Department of Insurance shall commence are-
view of the rates of all licensed motor vehicle in-
surers in "'Tect at tins time. If, after the review,
the dep<..mcnt finds on a preliminary basis that
the r*," may be excessive, Inadequate, or unfairly
discriminatory, the department shall so notify the
insurer. Upon bring so notified, the insurer shall
within 60 Qaﬁ/s file with the department all infor-
mation which the insurer believes proves the rea-
sonahleness, adequacy, and fairness of the rate. In
such instances, the insurer shall carry the burden
ol'proof. In the event the department finds that a.
rate is excessive, inadequate, or unfairly discrimina-
tory, the department may order that a new rate
schedule be thereafter filed by the insurer and fur-
ther specifying the manner in which noncompliance
shall be corrected. oo .

Section 9. Section 627.343, Florida Statutes, is
created toread; o <'m A" 1N 1

627.343 Uniform risk classification reporting
system for motor vehicle insurance -

(1) Tire department shall establish and promul-
gate a uniform statewide reporting system to
classify risks for tho purpose of evaluatm% raies
and premiums and for the purpose of evaluating
competition and the availability of motor vchicn
insurance in the voluntary mirket. The system
shall divide risks into chssificri'ons based upon
variations in hazards or expen.'a of claims. The
classification system may include any difference
among risks that can he demonstrated to have a
probable effect upon losses or expenses,'but in no
event shall the system adopted by the department
discriminate among risks based upon race, creed,
color, or national origin. The classification system
shall divide the state into geographical areas based
upon hazards or expenses of claims.

(2) Each insurershall annually file with the de-
partment a statement refle.:ting the total number
0f persons insured by the insurer within caclt classi-
fication by coverage, the premium volume in each
classification by coveraqe, the paid and reserved
losses incurred In each classification by coverage,
the number of cancellations or iionicnewnls by the
insurer during tiie period and the number of new
insureds during the period. This statement shall lie
filed annually on a date determined by the depart-
ment and shall cover a 1-ycar'pcriod.

(3) The department may promulgate rules to re-
quire each insurer to report tsloss and expense
experience by classification, in uch detail and as_
often as may be nccersary v ) <the department in
determining the reasonable af rates, the validity
of loss projections and the nudity of ihe risk’
classification system. .

Section 10. Section '>27.342, Florida Statues, as
created by chapter 77-4« H, l.awsof Florida,is here-
by repealed. . _

Section 11. Sutisect' n(?) of section 627.735,
Florida Statutes, is he- -by repealed.

Section 12. Tills ac, shall take effect on January
1. 1979, and shall np ty to nil accidents occurring
on or after the effective date.

Approved, June 20, 1978
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COMMENTS ON THE FLORIDA LAW

The 1976, 1977, and 1978 amendments to the Florida no-fault law should improve
It, althought the degree of improvement won't be known until several years of experience
have been accumulated. The elimination of compulsory liability insurance, which is not
directly connected with no-fault, is very controversial a..d was not advocated by insurance
industry spokesmen.

The verbal tort limitation has proven to be more effective than the old 1,000 thresh-,
old in removing cases from the liability system. It is harder to abuse the law, since the thresh-, Mo o
old can no longer be reached by an artificial buildup ofmedi:al expenses.

The provisions against fraudulent claims represent a good step forward, one that
legislatures in other states would do well to consider. The' amendments make claim fraud
activity by doctors, lawyers, claim adjusters, hospital officials, or insurance'companies a fel-
ony. They also provide for a state agency to investigate claims that insurers suspect are
fraudulent. Health care providers arc required to sign sworn statements that the treatment
rendered to accident victims was reasonable and necessary. If these provisions arc vigorously
enforced, they should prevent much of the claim fraud that allegedly has been so prevalent
in soutli Florida.

" Raising the no-fault benefit limit from 55,000 to S10,000 is a big step forward, al-

though 510,000 may still be inadequate for today’s inflated economy; The “co-insurance™ "'

h.« type restrictions of 80 percent of medical and 60 percent of income coverage further reduces
the value of the no-fault coverage, iiie legislature added these features to discourage over-
utilization and reduce costs. Again, this change was not suggested by the insurance industry.
The amendments, to the extent that they reduce lawsuits, claims, fraud, and cvemtilization
may well justify a still higher no-fault benefit level. An increase, to as much as 525,000,
might be desirable if the reforms in the law continue to prove effective.
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CHAPTER 324
FINANCIAL RESPONSIBILITY
§24842 Administration.
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censes and regrstratrons
324.0/12 Proofrequired upon certain convictions.

324.042 Administrntit. .—The department
shall administer and enforce the provisions of this
chapter, and the department may make such rules

_3TL

5] Rcpors of accidents; suspension? of li-

\gg S

Yip

K.
* KI\Z
*r-N

m31PVI



s. 324.012

1976 SUPPLEMENT TO FLORIDA STATUTES 1977

s. 324072

nnd regulations as may be necessary for its adminis- "ator was suspended pursuant to s. 324.051%1), the

tration. .
HinorS'—*. L th. 29963. 1935; « t. th. 37-147; u. 13, 33.,ch. 69-105; i. 70,

B rormer a 374 03

- 324.051 Reports of accidents; suspensions of
licenses and registrations.— , ,
‘(IXa) Every law enforcement officer who, in the
regularcourse otdut¥eltheratthetlrne,ofand at the
scéne of the accident or thereafter by interviewin
participants or witnesses, investigateS a motor vehi-
cle accident in which property damage exceeds $500
orin which bodily mgur%/ or death occurs shall for-
ward a written report of the accident to the depart-
ment within 24 Jiours of completing the investiga-
tion. However, -.hen the investigation ofan accident

will take more than 7 days to complete, a prelim!* ..

nary copy of the accidentreport shall be forwarded
to tire departmentwithin 24 hours ofihe occurrence
ofthe accident, to be followed by a final report with-
in 24 hours after completion of the Iﬂ\(ESII?atIOH.
The report shall Le on a form_and contain informa-

tion consistent with the requirements ofs. 31G.068.1"

(b) The departmentis hereby further authorized.
to require reports ofaccidents from Individual own-
ers or operators whenever it deems it necessary for
the properadministration ofthis chapter, and these.
reportsshall be made without prejudice and shall be
for the confidential use ofthe department. No such
report shall be used as evidence in any trial arising
out.ofan accident, but the fact ofsuch'report or the
failure to report may be certified by tho department

¥(2Xa) ; Thirty days after receipt ofnotice ofany
accident described'in paragraph (IXa)'involving a
motorvehicle within this state, the departmentshall
suspend, after due notice and opportunity to be
heard, the license ofeach operator and all registra-
tions of the ownerofthe vehicle:, operated bypuch
operator whether or not involved in such accident
and, in the case ofa nonres'dent owner.or operator,
shall suspend such nonresident's operating privilege
in this state, unless such operator or owner shall,
[Jnor to the expiration ofsuch 30 da%/s, be found by
he department to be exempt from the operation of
this chapter, based upon evidence satisfactory to the
department that:

. Noinjury was caused to the person or oropcrty
ofanyone othér than such operator or owner.

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

3. The motor vehicle was owned by the United
States Government, this state, or any political subdi-
vision of this state or any municipality therein.

4. Such operator or owner has been fmallj{ adj'u-
dicated not to be liable for damages by a civil court
ofcoinpctent jurisdiction.

5. Such operator or owner has secured a duly
acknowledged written aﬁreem_ent,p,rowdmg for re-
lease from “liability by all parties injured as the re-
sultofsaid accident and has complied with one ofthe
provisions ofs. 324 031, , ,

. Such operator or owner has deposited with the
department ‘security to conform with s. 324.061
when applicable and has complied with one of the
provisions ofs. 324.031.

7. Oneyearhaselapsed since such owneror oper-

'

owneroroperator has complied with one ofthe pro-
visions of's. 324.031, and no bill of complaint of
which the department has notice has been filed in a
court of competentjurisdiction.

. (lb) This subsection shall not. a;[)ply:

. Tosuch oEerator orowner ifsuch operator or
owner had in efFect at the time of such accident or
traffic conviction an automobile I|ab|I|t¥].p0I|cy with
respect to all ofthe registered motor vehicles owned
by such operator or owner.

. Tosuch operator, ifnot the ownerofsuch mo-
tor vehicle, if there was in efTect at the time ofsuch
accidentor traffic conviction an automobile liability
policy orbond with respectto his operation ofmotor
vehicles not owned by him. . o

3. To such operator or owner if the liability of
such operator or owner for damages resultln(t; from
such accidentis, in thejudgment o fthe department,

-covered by nny other form of liability insgran}ce or

hond..m. & 1

4, To'any person who has obtained from the de-
partment a’certificate of self-insurance, in accord-
ance with s. 324.171, or to any person operating a
motor vehicle for.such self-insurer. \ .. .
b,5. Suchowneroroperator was not charged with
amoving traffic violation which caused or contribut-- -

aed to the cause ofa motor vehicle accident, or such

owneror'operator was.subsequently not found guilty

_ofsaid moving traffic violation.-

- el si . / Vv e ’ .

No such pollc?/ orbond shall be effective under this
subsection unless it contains_limits of not less than
\hose specified in s. 324.021(7). S N

ny operator's license or registration certifi-
cate or certificates and registration plates which
shall be suspended ns provided for in this section,
shall remain suspended fora period 0f3yeans unless

. reinstated as otherwise provided in tinS chapter.

63nlg.)JIlary.-*. % ch. 23963. 1933;*2. I2 ch. 37.;;17' u.h 1.72.70%.. ?3-21 2h»7 flﬂ
SO TR U S T
Notg.—?m by 1, ch. 75-4J. cffrcuv* October |. 1974.
Not*—Tomtra 324.04.

t'324'072 Proofrequired upon ceitain convic-
ions.—

‘(1) Upon the sus%ensmn or revocation of a li-
cense pursuant to the provisions of s. 318.15, s.
322.26, or s, 322.27, the department shall suspend
the registration for all motor vehicles reﬂ|stered in -
the name ofsuch person, eitherindividually orjoint-'
ly with another, except thatitshnll notsuspend such
registration, unless otherwise required by law,, if
such person has previously given orshall immediate-
ly give, and thereafter maintain, proofof financial
responsibility with respect to all motor vehicles reg-
istered by such person, in accordance with this chap-

ter,

2) Such license upd registration shall remain
S g en ea gr revo etp anggs% ﬁ not at an tere
thereafter .be renewed, nor shall nr¥ license he
t %r.eﬁ er ssue tto suc ersoH,.norsh Il any F\ot [
vehicle be thereafter r gbst red in the name:ofsuc
erson, until permitted Under t\w IawEo this state
Ad not then” unless and until he shall give and
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réquire a valid cu ment inspection certificate for any.

moior vehicle o- ned by a motor vehicle dealer fir
censed under s 320 27 nr |30p azyrng a dealer tag
thereon a autho |ze /

ch 74275 a. 14, ch. 7562 a.2. ch, 76‘1]04 a.
NoUu—I L*rlo"«4f o CkMber t, 197L * o f

‘325.r41 Registration required prior to in-
spection; exception.— .
E.*cept as provided in su
spection certrfrcate shall be attached to any motor
veicle without the owner or operator of same first
subm rtt|n|9Wo?fto the rnsHector th%t the motor ve-
|ce|esrcu (5ent regrstere undert op[ovrsrons of

chapt
WE: erlt Vicle nol oieviouslyLregistered in

tills, state hurtregistered in another jurisdiction and
sub ect to the re%rstratron requirement in this state

be Inspected prior o regrstratron In addition to
B %mrn the}{tspectrono the vehicle as required

this chapteA the Inspection station inspector

recor% thclmotor and serial numbers of the
ve Icle on tho motor vehicle inspection form prior to
the attachment ol[ an inspectioji certificate to the

vehicle.

wuvrf—*. C cK. TM12.X - /
» EffKtit# Octob«r 1\1978, /;

MRS

DcfoClveUw cI/"p proctdurca. »

'/ un‘crtaus IJgrttghaFI [rgon m&g&ron%ﬁ tolﬂrsejeetpﬁrg

32512 Safet eaEurpment Ins ggfrgn re-' esafety xequirements ct\ |
quired cePTtr/m ver motogg cle exceé)t
ancrent otof vehicles™ rensed udaer %

part, the safety equip- .
mcqt inspection.. statiugllmakrng such inspection i
shnll rssu an authorrze recel tnn statement for
such vehicle it. |catrn Innt It hn3 been inspected
nnd shall e untehratet rm tsfoun Tlie owner or
op erators ave such\defccts corrected or re-
parred at any place Ire chooses The authorized re-
cerp(s nx cL: temenrys all qperate os a tempc?r
valld Inspection permit for 30 day saftertho eet
IS found durrngwhrch time tile operators all not be
subject to the penalty provides in s. 316.G10, for the
purpose of aIIowrng the owncs or operator 'of such
veliicle to ropaiythC defect. In ag case where a part
must be ordered to correct u defect nnd the part
cannot be received anét rnstalled within the_30- dag
period hcreily provide t e aur | rrzed recerpt an

statement, tcr%ethcr with a datedlcopy o teor ler
for the part/s all op zﬁe 03 ate rr?rary rh
spection p/rmit untl the part islrcccived, w IC

time, perrckl shall not exceed 90 dWs, The vehicle
may he rcin rr)ecte one time forsuch defects within

0 days/vhen jhe owner does not have to wait on a
art to be received, or within 90 daglslwhen the own-
erhas/he aut orized re]cergt ? tAmentto%ether
with a dated copy rder oritre art, at the
safetyequrpment mspectron station fin:t making the
Inspection, without™ additignal charge however,
upon. payment of the inspection fee, thd vehicle may
he' rcrnspected at another safety equrpment Inspec-

tion st
llory.—a |.tK. 67-307; # 3.th. 69 16; 4 ch. 74313; a I. <h.77 U*
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CHAPTER 324
FINANCIAL RESPONSIBILITY

324.011 Purpose of chapter. _

324.021 Definitions; minimum insurance required.

324.031 Manner of proving financial responsibil-
Ity.

324.042 Adn¥inistrati0n._ _ _

324.051 Reports of accidents; suspensions of li-
censes nnd re.(glstratllons.

324.061 Security deposited with Department of
|I-Ilghway afety and Motor Vehicles; re-
ease.

324.071 Reipstatemend: renewal of license; rein-
Sttt Tee

324.072 Proofrequired upon certain convictions.

324,031 Nonresident owner or operator.

324.091 Notice to degartment; notice to insurer.

324101 Compliance before license or registration
allowed.

324.111 Failure to satisfy judgment; copy to de-
partment. o

324121 Suspension of license and *ngistration.

324.131 Period ofsuspension.

324141 Installment Fay_mer_]t_s. . .
324,151 Motor vehicle liability policies; required
provisions. .

324,161 Proof of financial responsibility; surety
bond or deposit.

324.171  Solf-insurcr. o o

321.181 Cancellation of liability policies; plan for
npportionmerit o f certain applicants. .

324,191 Consent to cancellation; direction to re-
turn money or securities.

324.201 Return oflicensc or registration to depart-
ment.

324211 Sale bg,o,wner during suspension; rights o f
conditional vendors, mortgagees and les-
50T,

324221 Penalties.

324.241 Application of law.

324.251 Short title.

324911 Purpose ofchapter.—Itisthointent of
this chap'or to recognize the existing privilege to
own or operate  motor vehicle on the public streets
and highways of this state when such vehicles are
used with due consideration for others and their
property, and to promote safety nnd provide finan-
cial security '[requirements foﬁ such owners or Oﬁ-
erators whoie responsibility it is la recompense ot
ers for injury to person or groperty caused by the
operation ofa motor vehicle. Therefore, itis required
herein thrt the operator ofa motor veliicle involved
inan acciik lit or convicted ofcertain traffic offenses
meeting thw optrative provisions or s. 324.051(2)
shall respond far such dama?es and show proofof
financial ability to respond for d_ama%es_ln future
accidents as a requisite to his futuie extrcise ofsuch

*

privileges. 1
Hllory, £ 1 1S, 9163, 1056, 5, o T4k

Hi*< Ve« wort (or "L>*Tth* *ifor«,

Not*—Tom*r » 324.00L

324,021 Definitions; minimum insurance re-
quired.—The foIIowm% words and phrases when
used in this chapter shall, for the purpose of this
chapter, have the meanings respectively ascribed to
them in this section, except in those instances where
the context clearly indicates a different meaning:

(1) MOTOR VEHICLE.—Every self-propelled ve-
hicle which is designed and required to be licensed
for use upon a highway, including trailers and semi-
trailers designed for use with such vehicles, except
traction engines, road rollers, farm tractors, power
shovels, and well drillers, and every vehicle which is
propelled by electric power obtainéed from overhead
wires but not operated upon rails, but not includin
any bicycle or "moped,” ns defined in s. 31G.003(2).
However, the term "motor vehicle" shnll not include
nny motor vehicle as defined in s. G_27.73_2H), when
the owner ofsuch vehicle has complied with the rc-
ouincments of ss. 627.730-627.741, inclusive, unless
the provisions ofs, 324.051 apply, and in such case,
until January 1, '[19781 such owner shall establish
proofofcompliance with such sections in the man-
nerprovided forevidence ofinsurance asset forth in
s. 325.19(7) at the time of inspection of nn¥, such
motor vehicle, nnd after such dale tho ap|o icable
proofofmsurance[:provmons 0fs. 320.02 shall apply.

(2) "\DEPARTMENT.—The Department bflligh-
wag/ SafetE nnd Motor Vehicles.,. , . ..

(3). OPERATOR.—Every person who is in actual
physical control ofa motof vehicle. _

(4) PERSON.—Every natural person, firm,'co-
partnershlﬁ,Rassomatlon 0r_corporation.

(5) NONRESIDENT.—Every person who is nota
resident of this state. ,
(G) LICENSE.—Any license, temporary instruc-

tion permit, tr temporary license issued under the
laws of this state pertaining to the licensing of per-
sons to operalc motor vehicles.

7) PROOFOF FINANCIALRESPONSIBILITY.
—That proofof ability to respond in dumages for
liability on accountofaccidcntsurisingout ofthc use
of a motor vehicle: _
(@) 'In the amount of 510,0X) because of bodily
injury to, or death of, one person in any one accident;

(b)” Subject to said limits for one ‘person, in the
amount of §20,000 because of bodily injury to, or
degth of, two or more persons in nny une accident;
an

(c) In the amount of$5,000 because ofinjury to,
8r dtestructlon of, property ofothers in nny on€ acci-

ent.

(8) MOTOR VEHICLE LIABILITY POLICY.—
Any owner's or operator's policy of liabitity insur-
ance furnished as groofoflfmanglal responsibility

ursuant to s. 324.031, insuring said owneror opera-
oragainst loss from liabjlity for bOdI|K injury, death
and property damage arising out ofthc ownership,
maintenancé or usé of a motor veliicle in not less
than the limits di jcribed in subsection (17),and con-
forming to tiic m uiiements ofs. 324.151, issued by

141
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%)g %on orrIJ)osrt % certrfd zfte ofph dYe

rthwith suspend the. li ense r ation or on suret
res| enthe Patrn prrvrfe g J nfdebfor parf en P %E E racgeceu <r)|tta|neUC arrlse nr%%rtrng

unt| suc Prdgme t'is satrg?red as prr%/ded In this xvrth It3 i
U

es
CI—ﬁﬁrn t Uch yXJ. 1955 m 13, 35. ch. 69-106. %%Iﬁ)ﬁurcla ef es%v't‘?ss % r;ms Svrhrf der%sst

321&51 Motor vehicle I|ab|I|ty polrcres re- éoﬁdaamoewﬁ% reo\ele gﬁtsmoe tt@ SC tésgh |n nc

p execution on rﬁ nt ssueda |nstsu er
’w A{motor e |cIe “ brIrty 82 fOf makrn the osgt r!ama esggecau e of% éol
finan |a| responSI erS g ur erson or. for ama es g/
|SSU9 0 Owners or 0 erators Under fO”OWlng Lr?/ |rHura/ to or e t c“on of pr e S.Ut\t
B owners dlabrlrt insur nce olicy shall oc%urrorrrTr] i rsesﬁghodera '?tnvf,’ ?;HP R{o\r/ree i
?rafc Yextrcrt ( Ion or pro ”atﬁ secuntregso eP site sa ot es ect to at c?t
erence all r venicle W' re]s f ﬁ mentorexecut rfless% ttac ent qr execy-
83%%? %rrlrse et n%rarp en other ersolnnsu{)%ere trontshal drise UL o1a SUIL 10 qamages a5 aroresald.
tP]r usrng stich mofor. v |ceor motBr vehr@ swrt% B o g, 19980 18,8
the .express ?r mpberﬁ gerlmtrssron of (ﬂ)

the installments
he derr)artment shall ot SU gend a Ircense Xr
registration or a nonresrdents operating privilege,

own
ainst loss.from t 0se W For 321.1 PIfrus rer.—Any person may qualif
8 maege arS|5|1 out of the oerr'sTthp marﬁtenanCﬁ as a ser - urerﬁ tarnrn y%hrtrﬁcate qus ﬂ Y
ruse'ofsuch motor ve |clﬁ or_mot rvehrees wr& OPsurance om t ﬁe artm P may, In Its
n the United States or the Dominion of Cana scretion, upon application ofsuch a person, issue

1G45



Ch. 324

said certificate ofself-insurance, when it is satisfied
that such person is possessed ofa net unencumbered
capital of at least $40,000. The department may re-
quire annual reports from any self-insurer whic
reports must continue to show at least $40.000 unen-
cumbered net waorth. Whenever the department
finds that any self-insurer does not possess S4U,000
ofunencumbered networth it shall revoke the certif-
icate of self-insurance.

H{H&ﬂﬁ) EmL*rCP'S?Z%QIEfAl?SS; it 13 3J. ch. 63-106.

324.181

R ofor A

Cancellation of |.Iabl|lt}{_
ortignment of certain applicants.—
icle liability policy which isobtained to
effect the return ofan%operator’s license or registra-
tion shall be canceled by an insurerissuing the same
unless 10 days' notice ofsuch cancellation shall be
given to the department on a form prescribed bx it
and to the insured, except that when evidence has
been furnished oftire holdmgf ofamotorvehicle lia-
bility pollcg, and subsequent?/_ evidence is furnished
of the holding of such a policy subsequently pn>
.cured, the later policy shall, on’the date evidence is
furnished, terminate the policy as to which evidence
was previously furnished withrespect to any vehicle

designated in"hoth policies." -1 e
in jory—j. 1 ch.29963. 1955; * [t 6141%:u. 33,33. ch 63-106:«. 17, CH.
. m

T remor = 32411 o
*"e [ w4 » ot .
324131 Consent to cancellation; direction

‘return money or securities;—The department
shall consent to the cancellation ofnny bond or cer-
tificate of insurance furnished as proofoffinancial
responsibility pursuant to s. 324.031, or the depart-
mentshall réturn to the person entitled theretacash
or securities deposited asouroofofflnanmal responsi-
bility pursuant to s. 324.031;
(1Y Upon substitution and acceptance ofolher ad-
equate proofoffinancial responsibility pursuant to
this chapter, or
(2) In the event of the ceath of the person on
whose behalfthe proofwas filed, or the permanent
incapacity ofsuch person to operate a motor vehicle,
or
(3) In_the event tnc person who has gf,lven proof
offinancial responsibility surrenders his Ticense and
nil registrations to the department; providing, how-
ever, that no notice of court action has been filed
with the department, a judgment in which would
result in claim on such proofoffinnncial responsibil-

ity.

i his section shall not apply to security as specified
ins, 324.061 deposited pursuant to s. 324.05 (12)1alt'.

H(l)lilrlo,QIFEram%'rChGZZngﬁ’ 1053: 13,33, ch. 69 106; I. 7. ch. 77118,

324201 Return of license or registration t
dep[)_artm ent.—An% person whose license or regis-
tration shall have been suspended as herein provid-

olicy.ofjnsurance or bond, when re-
quired under this cha{)ter, shall have been canceled
or terminated, or whtfShall neglect to furnish other
proof ugon the request of the department shall im-
mediately return his license and registrations to the
department. It shall be unlawful for any person

ed, or whose ?

FINANCIAL RESPONSIBILITY

policies;

Ch. 324

whose license has been suspended to operate any
motor vehicle or for any person whose registrations
have been sdspended to obtain another motor vehi-
cle for the purpose ofcircumventing this chapter. If
any person shall fail to return to the department the
license or registrations as provided herein, the de-
Partm entshall issue acomplainttoacourtofcorape-
entjurisdiction which shall issue a warrant charg-
ing such person with a misdemeanor of the second
degree, punishable as provided in s. 775.082 or s.
175.033. Such person shall surrender to the court his
driver's license, registration and plates for delivery
to the department.”For the service and execution of
such warrant the sheriffshall receive the arrest and
other fees authorized hy law

Chwpl%ié/'_i 351&? _%?g,lSSS;».}/Y. ch. 57-14:»«. 13. 35. ch. 63-106; t. 220.
gigt«.—'F?r r>\g?? o s ‘

cE~* 0.28LShnWfrt - . t |

S|

[ ] - -Jd =

324211 Sale by owner during suspension;’

|rlghts of conditional vendors, mortgagees and
essors.— - ,
(IXaJ [f an owner's reFistration lias been sus:

?ende

hereunder, it shall be unlawful for hirn to
ransfer such registration or to have registered in
«any other name the motor vehicle in respect of
which such registration was issued until the depart-
ment is satisfied that such transfer of registration is
: pr_oRosed in good faith and not for the Purpose 0r
fowith the cfTcct ofdefeating the purpose o thls,chaﬁ"
ter; provided, however, that any owner within the
purview, of this section may filé'an npplication'for
permission to transfer such r_eglstranon, which ap-
plication shall be accompanie an affidavit of
good faith showing that such transfer is not with_the
intent ofdefeating the purpose ofthis chapter. The
department, within 10 days subsequent to suspen-
sion of the owner's registration, upon request shall
furnish proper application nnd affidavit forms to
, each such owner along with the notice ofsuspension,
and the ownershall have 15 d_a?;s from receipt there-
of .a file such application, which application shall be
gither approved or re’e@ted by the department with-
in 30 days from the tiling thereof. _ .
(b)  ’In addition to the penalties otherwise provid-
ed for violntion of this section the department ma
suspend the registration ofnn%vemclle transferre
contrary to the provisions of this section. o
Nothing in this section or elsewhere in this
chapter contained shall affect the rights of any con-
ditional vendor, chattel mortgagee or lessor or any
successor in interest ofa motor vehicle registered in
the name ofanother as owner who beconies subject
to the provisions of this section; and in the event of
the repossession or foreclosure ofa motor vehicle by
such conditional vendor, chattel mortgagee, or les-

o SOF, OF any successor in interest, pursuant to the

exercise ot rights to such repossession under the
termsofthe lign instrumentor contract involved, by
operation of law or through legal proceedings, the
lienholder or lessor repossessor-shall have the right
to have delivered to it the registration plates which
shall have been surrendered.

Jdtlory -1, ch. KVl 155 1, ch, u. 11,35, ch. 60-105, &7,cS.

~ Former » 11115

1616



» ’ "LAWS OF FLORIDA

[tl0S.---

son who violates anY
d

CHAPTER 78-373

of the provrsrons of this act or
‘itcd hereunder shal beg uil )é , eIong of tho
nishable as provided in 082 |s 175,082, or s,

rcon who interferes with, hinders, or opposes any
0r member of fhe gepartment rn the drsc arqe hra
nis act shall, gur y eony 0 the hir
le as provrded in . .082, s 3, or 8

rson who falls to complg with a lawful order Issued

act within the trme fixe W the departr[tent or e
r review under s. hichever Is longer, sha;
eIong of the third degree punishable as provrded in
75.081, or s. 775.084.

rablllty.— n

visions of this act arc scverablo, and if any part, of
red invalid or unconstitutional. such detlaration
the part which remains.

is cumulative and is intended to supplement existing

t shall ho construed  to epea!} an}g e isting law,
acte for tho Frotectroné) ealth and” safety
un of those sections included In t Is act.

Section 290.32, Florida Statutes, is amended to readt
da participation.—

nrd--renbcer-from- FIorrdo ahall-be- the ehQlrmnn-of-the
ond-Gliaee- Councr -— when—¢ %rove - —the—Govern
Governor shall gggornt the hoard meniber trorﬂ Flori
u Governor may Ignate another person as Nis depuy

pplcmcntary a?reement entered into under s, 290. 31(6t

ndltyre nds shall not. bocom ective  as
B requlired fuan sire approprrateg %y th Ir\J/gIsIatur

partment, agenclos and officers of this state and its
authorized ~ to cooperate with tho hoard In the
any of |ts —activities pursuant to the compact,
oposeH activities have bee H made known to anq havo

ther the Governor or tho Department of Health and
i.rviccs Commerce.

)
0

Sectrons 290.01, 290.02, 290.03, 290.04, 290.051,
290 071, 290.00, 290.09, 290.10, 290.11  290.12,
290.15, F9 .16, 290.17,7290.10, 'and 290.19, Florida
reby repeale

fhis act shall take effect July 1, 1976.
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CHAPTER 18-3/73 LAWS OF FLORIDA
| Approved by the Covernor June 20, 1978.

*: Filed in Office Secretary of Stato June 21, 197ffCvyvr »

h

' CHAPTER 78-374
Committee Substitute for Senate Bill Ho. 1308

relatrng to. motor vehicle insurancej amending s.
127(7),” Florida Sﬁat tes provdrng that unrnsured
Il t coverago S aI Include™ damages for pain
u ferrng excerjt for specrfred In{urres or death;
g s 32 1, Elorrqa atutes; rovrdrngr
r icle private Basseng
nd _ “commercial motor vehiclé
g), I;Iorrda tatutes providing f

",

ot
a
(1
erso
2 Forrda Statu provrdrng f
hdts to amar?es for pain, su ferrnog
nconverlcnco in - tort actions
e of a motor vehrcle amending .
tatutes; Provr rn% for the
0 in certaln actio s tho amoHnt
cos pald ayable to the

n award ?f amage% 7h%h ;
o nj

r
0
orida S
C

a
e, amond
atrng to P rsona In
unts ducti creatin g
atutes; provrdrn personal
ts for tho rnsnred certain
nd passen ers of a commercial
orrda re ts structj by a
in orr _repealing
tat% T re atrn to e
clo rabrlrty insurance
responsibility or compulsory
rP]su h I states; B[ovrﬂrng for review ln/
tho De(Partment of Insurance rates of a
I sed motor vehicle insurers, providing for issuance
orders by tne Department .of. Insurance to roqurrp ?w
0 . schedules ‘whuro existin ra s . are air
criminatory; creating s. 62 Florida Statutes
furrrngS tho DePartment of nsurance trig rrnul aIe
orm ‘Statewide feporting system to cla rrss
purpose of evaluatrng motor vehrcle rnsurance
s, premrums etrtron and everIahIHtYH
iting’ Insures to ITo “annual statements with tho
rtment, provrdr that tho department may require

Is to re ert 0se and expense experien
e? a 9 (Ii Falorr a Statutosp 5\hrch pprovrées
S

L ‘. for nnuaI' rr classification reporting by insurers;
L providing on effectrve dato. P .Y

Do It Enacted by the Legislature of tho Stato of Florldai

Section 1. Subsection (7) of soctlon 627,727, Plorlda Statutes,

is amended to read;
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for
njury protection’ coverage;
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i
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M

AN

-.run fo-jl4

utomobile uninsured vehicle

At lisptlit/, insurance;
insolvent Insurer protec

121
ge:
The leoal liability of an uninsured motorist coverage insuror
t include damages in tort for pain, suffering, menta

n
ish, and inconvenient unIess the in r dsease Ia desc ibe
0r more o? paragrapﬁ (a) through { J Sy.q?)- I 137 (25

aéubsection (1) of aection 627.732, FIorlda Statu,.tes,

M 627.732 Definitions.—As used In as. 627.730-627,7<11

d
-

(1)  "Kotor vehicle* means a oedonr-atation- xagonr or- Jaerp
A >'lvehie Ae not- aoeét ag-a-publie- I|ve %0 canvey nee— 0r—paaaengera— a

vI cltides—any— ther—totrwhee— tor—vehicle— used— 0s— d-afcHifcy
g\ i'Sut o mobile-and-a-piettuy panel- trueh vhieh- |a not-oaed-

h g ot|on »ro SI on —0r—>h usmea of- the no
?t gétp h|c h typo d)e gv‘re
|*CIIoenso tor use | ways o his s a e nn

dep|'nc1da I’tnlcg*d% d[tor usg Yvnlthuasuch vehlcle except

fa) A eprivate* passenger motor vehlcle*
vehicle which is a stdan, statlon wagon or Jeep
at any tine as a public' or |ver%/ onve ance tor
not used grlmarly ‘of occupationa professlo
Hdd@off;ﬁe motor v "lcle of'tiio plokup panel, van,

rlmorllz in
r.an
uired.to he
tratler or
mopeds, as

WhICh 13 any motor
po vehicle not used
rnassengers ar,tl,~1Y

usiness
camper or motor

mercial or

hht A 'co
[s not a private passen g
el T S5 137 ol ey so!l-propolle

is gr%&tb%ra to;'read'UbseC“On (1) of section 627.736, Florida Statutes,

the* whlch Is any motor vehicle which

|cIe however,
an ‘tour whe

prlgthy% nequlred personal injury protection benefits: excluaionsj

(1) nEQUINED BENEFITS.— Every Insurance policy complying with tho
securlty requirements of s, 627.733° shall provide “peisonal “injury
Prot ction ‘provi |ng for Lyment of all reasopable oxponscs incurrod
gt peecessa yn?ed'%a bt sthatIoX rae Cesntal ne%re%satmhaa]rtltlltlgrttlveo

Vices, udi Vi u
hospltaﬁ, and nursm% erIces dI(u ? and dlsabIYIt Bono?lts
to "tho named insuted, rel atlves %SI |n In tha same household
persons o oratln tho Insured motor ve passengers In ouch moto
vegtfle n ot e persons struck by such motor vohch d] sutferi
bo |y Injury while not an occupant 0 ooIf prop eIIc Ico I
’rl.s ec |f|c C}bprow ed subsectlon & arag ggé ), a
imit of Fl t00 or 0SS sustaine c n a
su L dily njury, clcknosa, dIsoaso or death ar|3|ng out 0

he rs

wne

1 |p malntenance or use of a motor vohiclo as follows:

é*ubsectlon 12) of soctlon 627.737, Florida Statutes,

1042
A v it A

CliAIM'tn n - |n
627.737

damage*.—
(2) Zn any action of tort brought against tho owner, rcglst-i

ato : or OCB gant of motorvenicla — with  respect to '

st

e

Tort exomptlon: limitation on right to damages; pvni

er
%Ijnr a erson or r?witeldzat?gnreleuarﬁd ?ess%nsﬁ%Ie 3f(t))r627h|741
omi ssx E Q ga gc e/rd zP

ing,

0
b
a
) may e es in tort for
su enta anguls

|n ,

n

t

\__h

andlnconvenlence because of
sickness, disoase arising  out or the owner:
ance, operation, or use of such motor vehicle only in
het tho Injury or disease consists in wholo or in part of

il
nty
vent

y . -fef—teoo-of-0-body-memberr

faHbfr ~ Significant and pormanont loss of an Important « b
function.

(bWeR; Permanent Injury within a reasonable degree of me
probability, other than scarring or disfigurement.

(c)-(q)- Significant and permanont scarring or disfigurement.
b )—A oenouor nanpermanent Inbjuer -whieh-hea-a- metertel |degt
earlng-en-thc-Injured-pernen”a-ebili eeume-hin-normel-ae
andi 19ie0 fcyrIe o‘lurlngﬂoq 0r- aubotaXtIoII all- ot the-9<* deyﬁ
efter-the-ogeurrenee-" f-the-injuryr-on —the—e eeta 0f— whic
nodioaliy-or-ociepf.ificaily-demonetreble-ot-the-end-ef-aueh-peri

(dHffr Death.

Section S. Subsection (1) of section 627.7372, Florida Stat

Is amended to read:
627. 372 Collateral sourcea of indemnity.—

(1) In any action for porsonal injury or wrongful death ar
out of the ownershlp Peratlon use (f mamtenance of a
vohiclo, the court Ibt Into c(¥| eneo the tota amount
coIIatehI sQurces w e havo-been H aimant, an
court shall instryct the {ury to deduct from Its verdict tho vat
ail bonoflts received f% claimant _from any colla Iorsl i
prior— to— the-eommencement-ofc-tne-triai. Vhc-eourt-ahali-aiao-
Into-ovidcnee— any— amount— paid--by—the—ela Imont--to— aeeure-

eollotcrol-nourcev

Soctlon 6. Subsoction (11 of soctlon 627.739, Florida Stat
Is amended to road:

627.739  Porsonal In|ury protection: optional [lImltat
deductibles; o %tlonal mothodﬁ gayment for repair work.--In
to  prevent lication with oth rivate or overnmental Inst
Qnsbrc nocfeltuoto bsenotortS CItIZCenS ngnr others delth acce%% ol

u u idi v
hono? 3 dosc ribo dn . S% 736“ SIIpo(IYer t tI(}o na e 1am
modtII Sorh t ersonaIJ d% trr(])teotmr(tj as escrl
section. Such election may be mao e named insured
tho, named (In u eg rIonoy or ¥h natnog Insured and 888?
ru%latlvos re5| g In the sams house old %/ erson electing .
moditied cov modlffod coverage as a i

or su gect to such

of the named instred's election, shall havo no right to claim <
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recover any amount ao deducted from any owner, registrant, operator,
or occupantof a vehicle > any perSon or organjzation legall
res onsrple for anY su?h person's acta__or_omissigns who [s” made
exempt, from tort [ia |t}/ by  ss. 627.730-627.741. Premium
reductions for each modification or combrnatron of modifications
shell be adeguate to recopnrﬁ he reductron ,n hazard and shall ho
subrect to the approval of t epartment of [nsurance.

Insurers  shall offer to each a plicant and to . each
olrc holder upon tho ronewal of an exrstrn% pe ég deductibles, |H
mou ts 0 9500, 51,000, 52,000 4,000 56‘00 an

00, said amount tb bo'deducied from the benef rt? othorviso due
eac erson trbrect to the peductr n, and shal eéglarn to each
ag icant or po Icyholdor thaf if they have covorage under privete or

vernme tal |abrlrté gl an3d, X éna avar themselves  of
puc |g e or other modifications$ as provide oubaoctlons (1),

readSectlon 7. Section 627.7405, Florida Statutes, ,1s creatod to

627.7405 Subro ation.— Notwlth tandlnr? any..othor rovIoIonn-of
ax. 627.7130- 627 741, Insuror providing pe sonal Inrurrr] rotection
benefits on rrvate , assenger motor vehicle shall av to the
extent of any per onal injury protection b» (efits paid to a person
as a benefit, arising out” of such prlvi .0 passenger motor vohiclo
[nsurance, a rrght of Teimbursement agalns the owner or the insuror
of the ownor - of a commercial motdr vehicle, if to henefits ard
roault'from fuch erson having beon an occu ant of . tho comm cra
motor vehicle or having beenh struck )ilte commercra motor ve icle

while not an occupant of any solt propolled vehicle.

Section 9. Within 30 days after fanuary 1, 1980, tho Deplartmen

of Insurance sh. 1 commence a review of tho "rates of all cense
n}]otor vuhlcle Jnsyre'!! In etfect at the time. If, atter tho rovlow,
epartment t s on a prelrmrnary basis . that tho rate may  bo
excessrve nadeq unfairly . drscrrmrnat?rg/ e artment
shall so notify th nsurer Upon teing not _Insurer
shall within 6(1 s file With the degartm%nt all Info rmatron whrcg
the Insurer beli roven tho reasona Ieness, ade uacy, an
fairness of tho rate such Instances, tho [nsuror shall carry tho
burden .of proof. In the evenft tho gp artment finds that a rate in
excessive, Inadequate, of un airly |m|nator tho department mg
order that a new rate’ achedulo ho' thereafter filed by tho' insuror an
é%rrwg[edspe ifying tho manner in which noncompllanca shall

Section 9. Section 627.343, Florida Statutes,lis oraatod to roadi

627.343  Uniform risk - claaslflcatlon reporting system for motor
vehicle Insurance.—

(1) The ~department shall establish and. promulgate a uniform

atatewide reporting system to clasnlfy —risks for ‘the purpoao . of
ovaiuating rates ~and premiums and " for tho purpoao of evaluating
competition and the avarIabrIrty of motor vohiclo  Insurance, In  the
voluntary markut, The system shall divide risks into classifications
baaed _upon variations “in hazards or —oxper.se of claims, Tho
classification s¥stem mag Includo anrf dlfforonco among risks that can
bn demonstrated to hav% propable effect ypon lo§seS or expenses
but !, no event all” the system adopted by the dopartmont

1044

discriminate amonP risks based upon raco. croed, color, or n«tlo»l
origin. Tho' classification sy'sten shall divide the stato [r|
geographrcal areas baaed upon hazards or expenses of claims.

(2)  Each insurer shall annually file with the departnenr]
statement rﬁflectrrhg tho t]ptal numper  of ersoRs insured dl
Insurer within each” classitication by covorage, tho premium vo me|
each classification Dby covorage, ~the paid and reserved
|ncurrpd In each cIasaLfIc%tlon by ‘covera the number
cancellations or nonrenewols d, 0 Insurer durin the period and
numb;.- of new insureds duriig the period. This statement shall |
trledogrnnpuearll%/don a date determrned by tho department and shall col

l-y [

Tho department may promulgate rules to require. each msur
ort Ats loss , and oxgonsc Oé oricnco by Iassdfr ation,
an often nay necessary to aid tho c..par tm nt

g h reasonableness of _rates, tho validity of K
and tho validity of the rink classification system.

10. Sect 34 Plorida Stat S created
8, l.awu 0 FIor|2 a, %u hnrohly ropo. ﬁH

| 11. Subsection (2) of section 627.735, Florlia Statutij
by repealed.

ct

re

ction 12,  This. act shall take oifect on January !, 1979,
apply to all acci. cnts occurring cn or after Lhu' ctEcct]
Approved by tho Governor Juno 20, 1970.

Filed in Office Socretery of Slate June 21, 1978,

CHAPTER 78-375
Senate Dill No. 1357
AN ACT relatin g to tho p artment of Commerce} amendi
0 03(2 231{ %834}1()1( (1),
tatuto aé rovid 0r cert ?urdelrne con
per diem,” tra I operatio and romot
advancemsent?: nd |mburs ments adéi asu§
lor a Statutes, providin 8 a
providing  an otfcctl vo date.
Oo it Enacted by tho Legislature of the Stato of Florida:
Section 1. Subsections 821) (22)', and (23) of section 288.
Florida Statutes, are amended to reads
200.03 Powora ~and duties of division.—Tho general purpose
the Dlvialon of Economic Development of the Department of Compe]
shaII bo to guide, strmulate and promote the coordrnated of clgl
g beneficial dovalop mont of Jhe stato, and Its gions, count')
and municipalities n accordance wrth resent an uture needs

rosources and tho requirements of th prou crlt%/ convenlonl
comfort, hoalth, safety, and general welfare of the people of
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rAg o1

Atfl &threelﬁtlnr&to mot[or t\)/ehrcl olrr]%a}gl%e 0\|5rvrr(])vrdr @ dleg‘lrrr]n
motof v%rce ? ” ¥e Xra'r?on |[<tsura etfrna ﬁ
10 certain rm s drnn P)r rIr

surance |
les for a Iure roorf]%

no- au ro ection,

rovr |n ar 8e Ies ovr 9

rovr In armn s 0R)/ruesaigl a-

ns ne ssa Hng) ement t |s ac Iding ri ? res-
ovr |nsut er f osed a ua rule?

os q lans men %0 rova

rovr rn hat urers rt n rate reductions;

rovr | rseverabrlrty pro ng an effective date.
Be |t Enacted by the Legislature of the State of Florida:

hort title.—Thys act may he cifed and known
the onda au?or(notbqe ?epara)t)rsorqg e maectj’.eOI end known as
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accrues, upon receipt of reasonable proof of such loss and the
amount of expenses and loss incurred which are covered by the
policy issued under this act.

(@) An insurer may require written notice to be given a3
soon as practicable after an accident involving a motor vehicle
w]l_th retspect to which the policy affords the security required by

i net.

(b& Personal injury protection insurance benefits shall be .
overdue if not paid within thlrt}/ (30) days after the insurer 13
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
insurer as to the entire claim, any partial amount supported by
written notice is overdue if not ‘paid within thirty F30)'days
after such written ntoicc is furnished to the insurer.”Any partor
all of the remainder of the claim that is subsequently sudj-
ported b%/ written notice is overdue_ if not paid within thirty (30)
days after such written notice is furnished to the insurer;
provided, however, that any payment shall not be deemed over-
due where the insurer has reasonable proof to establish that the
insurer is not responsible for the payment, notwithstanding that
written notice has been furnished to'the insurer, For the purpose
of calculatmﬂ the extent to which any benefits arc overdue,
*payment shall be treated as being madé on the date a draft or
other valid instrument wnich is_co.uivalent to payment was
placed in the United States mail in a properly addressed, post-
paid envelope, or, if not so posted, on the date of delivery.

(c) All overdue payments shall bear simple interest at the
rate of ten percent (L0%) per annum,

(d) The insurer of the owner of a motor vehicle shall pay
personal injury protection benefits for:

1. Accidental bodily injury sustained in this stale by the own-
er while occupying a motor vehicle, or while not an occupant of a
motor vehicle “or motorcycle if the injury is caused byr physi-
er Lcontact with a motor vehicle.

2. Accidental bodily injury sustained outside this state hut
within the United States of America, its territories or posses-
smr?.slor Canada by the owner while occupying the owner's motor
vehicle.

13G2
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statement of the earnings since the time of the bodily injury and
for a reasonable period” before the injury, of the person “upon
whose injury the claim is based.

(b) Every physician, hospital, clinic, or other medical institu-
tion provicFng, béfore or after bodily injury upon which a claim
for personal Injury protection insurance benefits is based, any
products, services, or accommodations in relation to that or any
other injury, or in relation to a condition claimed to be connected
with that or any other injury, shall, if requested to do so by
the insurer against whom the ¢laim has been made, furnish forth-
with a written report of the history, condition, treatment, and
dates and costs of such treatment of the injured person, and
produce forthwith and permit the inspection and copying of his

. 0r its records re?arding such_history, condition, treatment, and

dates nnd costs of treatment. The person requesting such records
shall pay all reasonable costs connected therewith.

(c) In the event of any dispute regarding an insurer’s right
to discovery of facts about'an injured person’s earnings or about
bis history, condition, treatment, and dates and costs of such
treatment, the insurer may petition a court of competent juris-
diction to enter an order E).ermlttlng such discovery. The ‘order
may be made only on motion for good cause shown and upon
nofice to all persons having an interest, and it shall specify the
time, place, manner, conditions, and scope of the discovery. Such
court may, in order to protect against annoyance, embarrass-
ment, or oppression, as justice requires, enter-an order refusing
discovery or specifying conditions of discovery and may order
payments of costs and expenses of the proceedln%, mcludmg_rea-
sonable fees for the appearance of attorneys at the proceedings,
as j ustice requires.

(e) The injured person shall be furnished upon demand a
copy of all information obtained by the insurer under the provi-
sions of this section, and shall pay a reasonable charge, if re-
quired by the insurer.

(t7) Mental and physical examination of injured person; re-
ports.—

(a) Whenever the mental or physical condition of an injured
person covered by personal injury protection is material to any

1364
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use of such motor vehicle in this state to the extent that the
benefits described in subsection E)l) of section 7 are payable for
such mgury_, or would be payable but for any exclusion or deduct-
ible authorized by this act,” under any insurance policy or other
method of security complqu,wnh the requirements of section 4,
or bY an owner personally Tiable under section 4 for the pay-
ment of sucli benefits, unless a person is entitled to maintain an
action for pain, suffering, mental anguish and inconvenience for
%_uch injury under the provisions of subsection (2) of this sec-
ion,

(2) In any action of tort brought against Lhe owner, regis-
trant, operator or occupant of a motor vehicle with respect to
which security lias been provided as required by thi3 act, or
against any person or organization legally x'o.sponsible for hi3
acts or omissions, a plaintiff may recover damages, in tort for
Bam_ suffering, mental anquish and inconvenience because of

od,||}/ injury, sickness or disease arising out of the ownership,

maintenance, ogeratlpn or use of such motor vehicle only in the
event that the benefits which are payable for such [nﬁury under
para%raph (aR of subsection (1) of section 7 or which would be
payable but for any exclusion or deductible authorized by this
act exceed one thousand dollars (§1.000), or the injury or dis-
ease consists in whole or_in part of permanent disfigurement, a
fracture to a weight-bearing hone, a compound, comminuted, dis-
placed or compressed fracture, loss of a body member, perma-
nent injury within reasonable medical probability, permanent
loss of & bodily function, or death. Any person who is entitled to
receive free medical and surgical benefits shall be deemed in
compliance with the requwements of this subsection upon a
showm? that the medical treatment received lias nil equivalent
value ¢t at_least one thousand dollars (§1,000?. Any person re-
ceiving ordinary and necessary services normally performed by a
nurse from a relative or a member of bis household shall be
entitled to include the reasonable value of such services in meet-
ing the requirements of this subsection.

Section 9. (1) The owner of a motor vehicle as defined in
section 3 is not required to maintain security with respect lo
property damage to his motor vehicle, but may elect to purchase
either full or basic coverage for accidental property damage to
his motor vehicle.



A

e 10.the extent that
gsec%on% are a aal W)r
or an echu5|

* instlrance efyoro
-re uneme S.0 sei lon

IlS en ng? ed of\%amnaclﬁ?%/n
tlon ?f] P {

U sec IS SEc-

' against the Wner, I¢ |s
or-venicl hrespe
" require
e a res S e
lgies bn or %
|ncor| cnl ecaus
ou 0t .t oyners
rve |cIe on
rsuchl u

hiC

H% ea t QIrlzl?r g q
e %j i ?;
Péﬁ;s S SeCifoneelrpeOéF
. V8 ?TaS dn € Ul

et ”nbe

% suéh SEIVICeS In meet
Iotor vehicle.as define {n

Secur res e (g
%EYV prc%a%

Icnta‘np perty da)mage

LAWS OF FLORIDA  chapter 71-252

of e A e
ty damage t0 elnsured motor Ve |c lows:
faL} forF z%lec e[ra &ﬁ?ﬁ'r'@ “”’hde mqua ﬁe é%a?et rfgﬁlnqerth
IS terri orles or possessions or Canada
erage haI be limited to jnsurance a alnst
Lo S TR
secunty 1S required un er

Béfcable ? I?Yeorrl%a |Iﬁn(e:|ou\9eera\g%|eth§ﬂcnhe ﬁ]rms %Q/%lcgrqsd '5'8 q

TP e Sle, g 5 w&%doﬁsf‘e”ﬂer

l]el’ S afes Iﬂ(ﬂ
i A T e gy

[e%a"re?eg 0n3|lt§le fir tﬂg s omlss%engogf S ﬁiamzaﬂon

n owner
[IaL? dr0 erator 0 OCCU an IS here exem ed from tort

dMmages ecaus acu en dMmage

[0
motor ehlcles ar n out 0 own IS eration
nance or c ﬁmtorv s{ '5) déJn

ger 0N sha eﬁ(elnp h|ce|ncﬁ] | |Or?hewso
er\i’ofl he motor vehicle ex ress or mylle 'f&

S {S OWner or an |nsure un er eo ner's policy or
wanton mlscondu t Was t e P oxima
DY
%all b
icle

ceident. This exem es o

o Tt e S amﬁa e el B
@ No%W{thsta &para 43Vla60\/reesagcw er V}/hoh
et invah'ce Ly ol )
otrgr Ve fcu3| ¢ ?1 Zéamageecgeds 9ve

%% eda eﬁy I % and e ﬂsur [ of an owPer

o

mo or vencles Ihave ng atSI ?ISI8QmCan\;/eer&9 such

HJ




chapter 71-252  LAWS OF FLORIDA

rgw}%&u&\@hmlfe exce(idsstg)e{abg\r/]% amo%nh\f ?cover the amount

ItS insured, an

|be amount e Insurer .0f the owner, []e%]stran
erafor or O(H a mo Oﬁ vehicle caus suc amage
e |ssue]s1 a.Cas

the Kl
gl pi&%e%a%seoméaﬂeﬂs il
ey Tal oa ya |tra 10N

Section 10. Each ins Eer tp rovidin secu ity as re uwed b
th‘s act to'an owdgers a tﬁe ele |on %eowne ISSue %

Pnsu%\ege Oﬁsng o apPer\éé SUC gw%trenreago?a %epr%%?%

5 ?rB %ducfle%1 %‘?&H]g rseonarserrg?ee [ilré:];; o SHI thi iﬁ

o BIWISE eor ome er \one or 10

g |ce¥ho dgr rllj% 5% IVes re?J ng é’ %ars 0 Ig na %%%EOE

oflar rone ousa % , 3 a aln as ﬁe

Bﬂ] P?N%eeéueec asdhsaéceirag;]ousr?J B dr n the amoun
C

c?e g eduction. An
i AR b t&ﬂlanCﬁﬁg i
0 Claim or 10 recov[ amounf o deducted, from
OWnetr, re |stram] %%Iha ?I’ 0||OCCdé)an 01% r%rora\ﬁehlclecﬁr an?
s t0r¥ |Iali)l|lt)9%

erson oF organiza SpoNs|
gﬁnss a%ts or omIssIons Who'Is X]a gxempt from
IS ac <§
Section 11. No n her rovision of this ac
p] rlgﬁt%of res| ﬂ]g ae 8 151 éama es. In for
all edlmlnls en Suc ?5| ents a%mvo gd IN Mo-
iyru\r/]e e|rcI Iascglc ents Wlt persons not required to provide securl-

Section 12.  Implementation of this act—

The department of insyrance shall adopt rules. and requ-
Iat‘o?ws necessary to mpﬁemenf%e provisions oP E his act, J

(2) Notwithstanding any other provision of law, all insurers
13G8

lu & X m' sy

T - V- A B kyV.V.” V"2« * Sr.W. aXy----



L-er'the amount
S Insured an%/
pe, [¢ stran
suc amage

hea
|h\?q rﬁorr

Sl
Ldepart ento
bl re%?a ?I] s
g
o
fan undr
ain as F{e
e amounts

b e
]I EC?VFI’ Nno Il ?

Ir vehrcle or an

an% IraLnrlrty %y

lilon of this act,
Ianu?os in tort
linvolved in mo-
iprovide securi-

Lrules and requ-
l11S act. J

aw, all insurers

L.MVS OF FLORIDA  chapter 71-252

ssuing insurance coverage under thi3 act shall comply with the
followrng provisions:

Wrthrn SIX safter he effe tive date of thra
ach Insurer s %w”?j iyr%reﬁosfe manua rules, rates an
ra In Iansw ent for a rovI fafle% or re-
Jo el i et R e e
R L £
8? such %surer n efrect. o 9 d7fl ﬁﬂor oP%Re cor% 8
urred inancial re onsrt}r;i nrer Rroverp X
At fldi
R sha

commrssroner In.e
new rates re erein. ere s aII e .no exce P
[ﬁgnrr rgrelntes;t aérsrsronu}rrnlgs%etréed artme ! frnﬁ
desgl In ra arc In r?({r under Sectio &2%5 Elorr
a aJJ%e j né& Fraessr eopar |ze e Solven-
it %aw. LR
E%%lﬂ{er 7?0 aws a nor e or%egrns Sgce rF%urﬁ
IS act shall' be In reas nnor 0 l{flr § u[n
i ncreasesjr oW that 3

riter p[%)osrn 2" inagetpiale &5 detined i Secton 2108

ARG o

s e e
sta en ent within xty ays the
|ngsal| be eem ap roved

5( Ifthedﬁ Imen ap rove th filing or th frI ot el-

el t anua s, 1 es an an
ee ecl Ui the eftec |ve e of sect 07

hrs e depa Isapproves, 1

Srrr]snk jo@vlerr vert Oleassr% }/rﬂeor % urredg%(exr {ﬁﬁ
sor urred |nancr aoon ility coverage
propose ew rates were file

parrg rr°o”rd%?ma%'¥r.2%p¥¥r'60ar“rr?aysur?éee% 2l ST
13G9




chapter 11-252  LAWS OF FLORIDA

the dis pproved |I|n durin (}he Lgendenc of thea aI S0 lon
as suc es (0 nt e ce rat or requt frnancr
esr%ons co ra e at, the trm rate g re
acon h us h |sa rove
(hsurrmsenerroa eme
eparim ecure ere surers oIr
e rerenc e rers r%ofs
wou wer no esst een er en
han he com prehrr mg for re urre |na |a re-
ogs (}/eover trme su l{)r%p ed NEW rates were
n additign he repayment qf the difference, in ﬁre um
e pany shall agree, to a&/toternsure the legal rate of
INtcieston any money refun
rivate pass au mobr brI olicy in force
anuar q 1a9te2p rig}e er s e/cP y dO{e
n aan diiction in rates fo urred overa er S
aa on Ig rora ebz!rgrssu grr SlrJr?a rle]du elrorpr i aI ﬁr
B % c{ men ssue(f arepoual ds ate BF the
e R T
e return premrumsH ere |¥ded {otther sure/d
For he of he | Ieme |on hrs act,. .at:
F)r anizal r@lga% Kl éﬂ% L?z rnht’ted
ng ra es an rms 10
err m rs or su scn ers rovr Jeyer
ers, an scrrbers rt or anrza oths A ndt ar mrpa}e
r?ev e decr |o S 0 Geliberation gr 8t sUch organizations In

opmen SUC ra es unaer

Section 13. If any provision of this act, or the application
thereof to any person or circumstances is held invalid, such in-
validity shall"not affect other provisions or applications of this
act which ca.F be given effect without the invalid provision or
ap I|03at|on bI0 thrs end the provisions of this act arc declared

e 3cverable

14
prg\?rC é%P owevTep Itsheaﬁtrorsrps%lr;nsb % rsne%trglnfetiut eroﬂ%h/ 1% rl h

1370



kA

i ""'nﬁ%rlé’{‘aj

e

>ﬁ and

fitteen erfent
Inanclal re-

ewra \zvere

08N n%

C legal rate

Pl

ﬁaﬂ er(i hIS
Ergsmlungihiﬁ

IS terminate

: this act,. rat:

} s p?fr”ﬂn'ﬁt%d
W%. % e
z% 8pgl'§ﬁt'°n

A
gr dseaared

W ibof i

LAWS OF FLORIDA  chapter 71-253

act shall not become effective until. Januarﬁ ]T 197% nd sha(!
HO apply o accidents or - injuries  occUrrin ore sal

Became a law without the Governor’s approval.
Filed in Office Secretary of State June 24,1971.

CHAPTER 71-253
Senate Bill No. 297

Al}l T relati gtoco un{tycoll es uirin [eachm

ac c}fﬂ] S ea”ch a een% sroo

e I |ve8 {s per week; providing exempt|ons oviding an

Be It Enacted by the Legislature of the Stato of Florida:

n§ef“ [}ug'op EHaﬁdhgf HJLW%F‘&?%’E pl e teacoing Eacer%ﬂﬂ
ﬁ?n t eg%rgn nt o ucatlon Wh? IS gat P h’

aII te cé ﬁﬁm ¥ een §2‘” gqs%%or%un allop hour

rwee at su { tlon rowdc]i oWever thaf(f(ﬁe requwea

assr rpconac(ﬁ r week na e feduced u

ot en of e Institutio |on

rgvl IC du le E%Sc{ esponsibilities SI ne %re {ﬂl § embr
%de artmenta ﬁalrmn or 0 ﬁ d'iépg f ollngﬁ 3%
INISTrator, SlfC BFCI l6S ta mmg1 EIC resezil
e 0{ Specific é 1eS as ouﬂ elo mR/ elevision
A ar%%ﬁé‘ﬁsm.i‘”" vaIVE e '”9
TRy uﬁ o e
ofc SFo0M ac IVIt 56 0 |s§§uc lon SE asEeen
%pnp“ﬁ ’ﬁ/ ek)oa rus eeso sSeCﬂmrp cal eg
me erwmg Ra rom minimom
lon Tun sa from %gg ﬂorla 10nS
L;ﬁ each a minimu bero cIassroom contact hours  per



INSURANCE INDUSTRY COMMITTEE ON MOTOR VEHICLE ADMINISTRATION
20 North Wacker Drive, Chicago, lllinois 60606

Roy L. Born, Chairman David R. Anderson, Vice Chairman Robert H. Filch, Secretary
(312)291-5918 (312)558-3759 (309) 6G2-2539

Clayton P. Sturgeon, Consultant, P.O. Box 946, Bloomington, Illinois G1701 (309)662-1972

March 27, 1981

Mr. Robert J. Rowan, Director
Division of Motor Vehicles

P. O. Box 960

Anchorage, Alaska 99510

Derr Mr. Rowan,

I have reviewed Senrite Bill 287 and House Bill 346 and would
like to make the following observations.

Both bills are very similar in content, the principal difference
being that IIB 346 provides for an ID card and further provides for
penaltiesfor violation of the law. Otherwise, my comments relate
to both bills equally.

First, automobile insurance is made compulsory. A car owner must
provide satisfactory evidence to the department of I|he existence

‘of a motor vehicle liability policy as defined in Sec:tion 28.10.012.
A very disturbing provision in that definition is contained in
subsection (f):

n The .liability of the insurance carrier becomes absolute
whenever injury or damage covered by the policy occurs.
The policy may notbe cancelled or annulled as to this
liability after the occurrence of the injury or damage.
No statement made by the insured or on Iris behalf and
no violation of the policy defeats or voids the policy.

This provision in effect causes all auto liability policies to be
certified - everything but the SR 22 itself. Experience in states
that have adopted compulsory insurance shows that compulsory
usually results in. increased insurance rates. Providing for*
certified coverage creates even greater pressures on rales.
Generally, a certified policy wherein all normal policy defenses
are voided can be expected to cost at Least 10 per cent more than
an ordinary policy. When "no violation of |Ilie policy defeats or
voids the policy" it 1is possible a car owner might be responsible

through his insurance company for damage caused by his car while
it is in (lie possession of a car thief.

Aetna Insurance Company MPA Mnni.il Insurance Company Alliance nl Aineiic.ii Insurers

Allstate Insurance Company Nationwide Mutual Insurance Company American In-au,men Association

Tire Home Insurance Company Royal-Globo Insurance Company National Association 11 Independent Insurers

J.C. Penney Casually Insurance Company  Sentry Insurance Group Insurance Services Ollicc

Libei ty Mutual Insurance Company Stale Farm Mutual Automobile American Association ol Motor Vehicle Administrators
Lurnlieimons Mutual Casualty Company Insurance Company
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Mr. Robert J. Rowan 2. March 27, 1981

Subsection (l) says: .

"The insurance carrier shall provide notice to the depart-
ment of the termination of a policy issued under (a) of
this section."”

I am sure you are cully aware of the flood of termination notices
your department will receive, particularly if "termination" s
interpreted to include expirations. The inclusion of all types of
terminations not only causes a heavy labor burden for the depart-
ment but also needlessly harasses the vast majority of car owners
who voluntarily carry insurance. It is not uncommon for people

to be late in paying premiums or to change insurance companies.
Handling a high volume of termination notices through the necessary
contacts with car owners and the resulting activities required of
the department will be extremely expensive for the state and will
result in a lot of hard feeling on the part of law abiding citizens.

Section 2AS2810.011 requires a registrant to provide evidence
satisfactory to the department of the existence of an insurance
policy. Details are not spelled out. Therefore, it appears the
department could establish the procedure. If compulsory insurance
is inevitable, experience in other suites lias shown that simple
se.lf-cert.ificat.ion is (he most cost-effective means of providing

evidence.

In terms of cancellation notices, again, experience has indicated
that reporting only cancellations occurring within the first, six
months (not including expirations), is the most effective procedure
at the least cost to the department. This goes a long way toward
picking up those people who buy insurance only long enough to
register a car and then promptly cancel the coverage.

IIB 3-10 provides for an ID card. This is no problem for (lie
companies, almost allprovide cards routinely as part of their
service. The problem lies in the belief that an ID card establishes
that insurance :i.s in force. The person who cancels his coverage
still lias an ID card. The only thing an ID card docs is to

demonstrate that on the day Lite card was issued a policy was in
effect. It does nothing more.

This is the whole problem with compulsory and is indicative as to
why compulsory insurance simply does not work. Generally, more
than 00 per cent'of the people in a state voluntarily carry insurance.
The hard core remainder will never continuously maintain coverage in
force no matter what the law says. We believe a far more effective
approach at much less expense and trouble for the average citizen s
a well-administered financial responsibility law which includes
provision for uninsured motorists coverage available with excess
limits. In every stato starting with Massachusetts, New York, and
North Carol i ia, more than 20 years ago, compu.ls* ey insurance has
failed to solve the uninsured driver problem.



Mr. Robert J. Rowan -3- March 27, 1981

Attached is a set of the "Guidelines for the Enforcement of
Compulsory Automobile Insurance by State Regulatory Authorities"
published by the Insurance Industry Committee on Motor Vehicle
Administration. If compulsory is inevitable, the Guidelines con-
tain some ideas of what a law should contain.

You may also find of interest the attached brochure prepared by
State Farm.

Very truly yours,

Robert H. Fitch

RUF:If
Encs.



INSURANCE INDUSTRY COMMITTEE ON MOTOR VEHICLE ADMINISTRATION
20 North Wacker Drive, Chicago, lllinois 60606

Clayton P. Sturgeon, Chairman Roy L. Born, Vice Chairman  Everett T. Bartlebaugh, Secretary
(309)662-2913 (312)291-5918 (312)558-3700

Guidelines for the Enforcement of Compulsory
Automobile Insurance by State Regulatory Authorities

The Insurance Industry Committee on Motor Vehicle Administration (I1ICMVA) recognizes
from past experience that no system of enforcement can achieve total compliance at all
times by every motor vehicle registrant with the requirements of a compulsory automobile
insurance law. Past attempts by the state regulatory authorities to enforce such all-
inclusive compliance have proven to be exercises in futility.

Just as it is impossible at any point in tiue to guarantee that every motorist on the
road is properly licensed, or that every motor vehicle is legally registered, so is it
impossible to guarantee that every motor vehicle subject to a compulsory law is properly
insured. Any system attempting to accomplish ,uich all-inclusive compliance must be
reckoned with in light of the law of diminishing returns. Such a system invariably
attempts to track down the uninsured minority by keeping tabson the insuredmajority,
the returns of which do not justify the attendant administrative difficulties and
expenses involved. An inevitable side effect of such | system is that th" insured
public becomes unnecessarily harassed.

The burden of compliance with the insurance requirements of a motor vehicle law should

be directed at the uninsured registrant, backed up with an effective program of enforce—
ment that does not harass the law-abiding citizens or otherwise involve the state
regulatory authorities and insuiance industry in administratively expensive, ineffective,
and time-consuming reams of paper work.

The TICMVA further believes that in the security section of acompulsory lawa general
provision should be included by which the state regulatory authorities are empowered

to promulgate whatever rules and regulations or administrative guidelines are necessary

to enforce the intent of the law. This would permit flexibility in revising a system of
enforcement, as experience dictates, without resorting to amendatory legislation.

As encountered in several states, specific enforcement procedures embodied in statutory
provisions have not properly taken into account either the administrative difficulties
involved or whetner the regulatory authorities were equipped or even given sufficient
funds to carry them out.. As experience nas proven, these diffiruties can be avoided
under a general enforcement provision which will enable the rc,, “atory authorities to
work out appropriate initial enforcement procedures, including any changes subsequently
needed to fit changing circumstances, with the assistance made available by the IICMVA.

It has become apparent to the I1ICMVA that the Financial Responsibility Law is a beneficia
part of the enforcement procedure. Many states have continued these FR Laws when
compulsory or no-fault laws were passed, but some have not. The committee®s views
regarding the FR Laws »re set forth ahead of the guidelines because these laws are

the basis of an effective, reasonable enforcement program.

Allstate Insurance Company MI'A Mutual Insurance Company Alliance o American Insurers

The Home; Insurance Company Nationwide Mutual Insurance Company American Insurance Association

J.C. Penney Casually Insurance Company Royal Globe Insurance Company Natinnul Association ol Independent Insurers
Liberty Mutual Insurance Company Sentry Insurance Group Insuiance Services Olbcc

Lumbermens Mutual Casualty Company  State Parm Mutual ﬁ%ﬁ%ﬂ%l%mmnnu Am.ricon Association ol Motor Vehicle Administrators



With the foregoing understood as the I1CMVAls position in general regarding the
enforcement of insurance requirements under motor vehicle laws, below is a list of
recommended guidelines deemed desirable. These guidelines involve enforcement
procedures relating to Evidence of Insurance, Verification of Insurance, and
Termination of Insurance, As an additional matter that may be affected by whatever
enforcement procedures are eventually adopted, a general guideline concerning Evidence
of Mailing is also set out.

Regarding basic priorities in terms of the need for enforcement and its economical
implementation, it is recommended that the Self-certification described under
Evidence of Insurance be established as a minimum requirement for the enforcement
procedures of a compulsory law. Should additional enforcement procedures be
considered, it is recommended that Self-certification be combined with the Random
Verification described under Verification of Insurance.

Following each of the guidelines are certain procedures which, deemed especially
undesirable, should be discouraged. Experience has proven them to be generative
in one or more respects of unnecessary public harassment, regulatory difficulties,
and administrative expense. In the process, enforcement efforts and funds are
dissipated on the insured majority of registrants who are in compliance with the
law, rather than being concentrated more effectively on identifying the uninsured
minority of registrants attempting to circumvent the law.

FINANCIAL RESPONSIBILITY LAWS

Upon the enactment of a compulsory automobile insurance law, the existing provisions
of a Financial Responsibility Law regarding both security and financial responsibility
for the future should be continued in effect. The procedures already established

to enforce the requirements of these provisions will then serve to supplement

whatever procedures— if any- are promulgated to enforce the compulsory law.

It should be noted that the number and types of motorists affected are not the same
under both types of laws. Whereas a compulsory law is indiscriminate in application
to motorists in general, the Financial Responsibility Law is selective in that it
affects only certain motorists- those who have been involved in reportable accidents
or convicted of traffic violations. Consequently, with the Financial Responsibility
Law remaining in effect, the burden of compliance with the compulsory law can and
should be more stringently imposed and enforced upon at least the motorists involved
in accidents or otherwise convicted for violations.

Such motorists may not even be subject to the compulse. law. It then becomes of
even greater importance for the Financial Responsibility Law to continue in effect.
This is so that the traffic victims can be better protected from the financial

loss caused by drivers, vehicle owners and nonowners alike, who are not only
careless but also financially irresponsible.



-3-

EVIDENCE OF INSURANCE

Desirable - The registrant of a motor vehicle subject to the requirements of a
compulsory automobile insurance law can be ordered to indicate compliance upon
registration of the vehicle.

1. Self-Certification. A statement of self-certification by the registrant
for an initial or renewal registration, indicating that he has and will
maintain the insurance required by law throughout the period of registration,
the violation of which will subject him to specified penalties. Also to be
shown are the name of insurance company and policy number involved.

It is recommended that effective penalties be imposed for false certification,

It is also recommended that self-certification be established as a minimum
requirement for the enforcement of a compulsory law, with such self-
certification to serve as the foundation upon which to build any additional
enforcement procedures that may be contemplated.

2. ID Cards. A requirement that insurance companies provide policyholders a
nonprescribed insurance identification card as an aid for the insured in
completing his statement of self-certification upon registration.

If ID catds are to be prescribed in format and specifications, they should
be issued on a permanent noncertified basis, valid so long as the policy
remains in effect and the required data remains the same.

Undesirable - Certificates of Insurance, prescribed ID cards and insurance stickers
should be discouraged as having no bearing on whether or not the insurance indicated
is in effect, or otherwise has been and will be maintained throughout the period

of registration. Routine cancellations by the registrant and submissions of
fraudulent certificates and ID cards can be expected.

1. Certificates of Insurance. To be issued by the insurance company for
submission by the insured upon registration. This inevitably generates
a multiplicity of other certificates involving further communication
between the public, the industry, and the regulatory authorities in a
futile attempt to identify the uninsured registrant.

2. Prescribed ID Cards. To be provided upon the initial issuance of a policy
and every renewal thereof. Because of the frequency in which payments of
renewal premiums are delayed, requiring the issuance of prescribed ID
cards is especially conducive to public harassment.

3. Insurance Stickers. To be provided by mass mailing to all existing
policyholders, on all newly issued policies, and annually thereafter.

Presence of a sticker on a vehicle supposedly means that the vehicle was
insured at the time the sticker was issued. However, the sticker may have
been fraudulently issued, may be a duplicate of a legitimate sticker or may
have been placed on the wrong vehicle. Replacement of the sticker on an
annual basis is a nuisance to all of the honest, law-abiding citizens, and
is costly to the companies. Once a sticker is placed on a vheicle, the
owner can get by without keeping his insurance in force.



VERIFICATION OF INSURANCE

Desirable - Should additional enforcement procedures be considered with self-
certification established as a prerequisite to the registration of a motor vehicle,
it is recommended that priority be given to a procedure for random verification of
the insurance certified by registrants.

Random Verification - Negative Basis. Statement of self-certification
selected at random by the regulatory authorities Eor verification on a
negative basis by the insurance companies involved. The negative basis of
verification requires a response from the company regarding only the
self-certifications which, based on the company name and policy number
provided, indicates falsification. On this basis, enforcement efforts

and attendant administrative expenses are further concentrated on the
uninsured minority of registrants who are in violation of the law.

Additional verification may be conducted in connection with accidents,
craving traffic violations, and road spot checks. In such instances,
however, the name of the insurance company and policy number involved
must be provided as required for the random verifications pursuant to
registration.

Undesirable - Verification procedures entailing correspondence that also involves the
insured majority of registrants should be avoided to the extent possible. They are
wasteful of the attendant administrative expenses that otherwise could be more
efficiently applied in identifying the uninsured registrant.

Positive Verification. A procedure which dissipates enforcement efforts
by requiring the handling of responsive correspondence not only in
negation of the uninsured minority of registrants, but also in positive
verification of the majority of insured registrants.

TERMINATION OF INSURANCE

Desirable - If the regulatory authorities are to require insurance companies to notify
them whenever an automobile policy is terminated, it is recommended that this re—
quirement be qualified by making it apply only to bona fide terminations Involving
registrants newly insured by a company. Regulatory authorities will thereby avoid

the futility of expending enforcement efforts on the many registrants who, although
apparently terminated, have continued to maintain the required insurance in effect.
Such registrants are frequently found either to have delayed their payment of premium
or, in the case of reliable insureds, changed insurance companies.

Limited Notice of Termination. Any requirement of companies Lo file a

notice of termination with the regulatory authorities should be qualified to
effect only those cancellations or terminations that are firmed up and take
place within a limited period of time following issuance of the original policy.
"Firmed up" acans when the policy will not be reinstated to maintain coverage
continuously in force.
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Undesirable - To be discouraged is any unqualified requirement of companies to file
with the authorities a notice of termination in disregard of commonly encountered
circumstances that render the notice unnecessary. Such unrestricted notice should
not be required when an insured is possibly dilatory in the payment of premium.
Neither should it be required when an insured can be sufficiently relied upon to
continue in effect the insurance lie is required to have.

Unqualified Notice of Termination. A notice which is required to be

filed on an unqualified basis* irrespective of whether or not the insured
apparently being terminated is or will in fact be terminated. Affected

by this type of notice are numerous embryonic situations which do not
develop into effective terminations. Frequently involved are reliable
insureds who, having kept their policies in effect with the company beyond
a certain period of time, continue to remain insured without lapse of
coverage. This 1is accomplished with either a delayed payment of premium
or a change of insurance companies.

Prematurity is the most undesirable aspect of an unqualified notice which
is not firmed up, but instead is required to be filed in advance of or
immediately upon the indicated date of cancellation or termination.

Such notices are very frequently invalidated by a belated payment of
premium, as a result of which the policy in question is continued in force
rather than terminated according to the premature notice.

Invariably involved with the filing of unqualified notices of termination
is not only a waste of administrative expense but also, more significantly,
the subsequent enforcemert efforts which result in needless harassment

of the public who are insured in compliance with the law.

EVIDENCE OF MAILING

Desirable - Should the insurance companies or regulatory authorities be required to
show evidence of having mailed any documents required for the administration of a
compulsory insurance law, it is recommended that the procedures currently established
by them be recognized on the basis of their own merits.

Certificate of Mailing. |If some uniform evidence of mailing is to be re—
quired, it is recommended that this be the U,, S. Postal Service Certificate
of Mailing, PS Form 3817.

Undesirable - Any required change in currently established mailing procedures should
be discouraged as disruptive of procedures having been tested in court and continuing
to be used successfully for the purposes intended.

Certified or Registered Mail. To be especially avoided because of the
administrative expenses entailed is any requirement that mail be processed
by certified or registered mail.

*

The above guidelines are not Intended Lo be descriptive of all the ramifications that
may be involved with the enforcement of a particular compulsory law. Feasible
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enforcement procedures depend on a variety of farcors, some of which may be unique
to a particular state. To be considered in any .=ve.nt, however, are not only the
resources and facilities available to the regulatory authorities, but also the
capability of insurance companies to :omply with whatever procedures are contemplated.

Consequently, it is recommended that appropriate procedures and details involved be
worked out in consultation with the IICMVA. To be of assistance in this regard, a
mutually convenient meeting with representatives of the IICMVA can be arranged upon
request.

Guidelines originally issued February 20, 1974.
Additions to the Guidelines on March 27, 1979 indicated by asterisk (*).
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nnd commercial banks were
the lowest with f percent

The figure* cited In the
report represent both IBiT *nd
1978 statistic* which Ihe cor-
fwirntlons used in their 1979
mmn! reports lo 8hf.rchc.ld-
ers. It should lie ntiltd, howev-
er. that since that MMIMIcal
universe of companies
changes from year to year. d
compnrlscn of percentages
and dollars (o previous reports
Is not necessarily exact.

Report highlights Included.

- The Fortune 500 Industri-
al companies spent }30 billion
In pension cost In 1079 up 109
percent. This ir. consistent
with the 1078 pension cost
incrense of 157 percent fen-
rlon cost of rnoiu (him $6
billion lor Non-Induslrliils In
1979 reflects an Increase of
M | percent, as compared lo a
1978 rise 0' 17.6 percent.

- Pretax profit* ol {1639
hilllon were up by JO b percent
for the Industrial group of
companion (1U78, 124 per
cent), Non-Induitrlils wit-
nessed a 58 percent rise, on
profits of Jtt 2 hllllon, down
from » ifi.6 percent Increase
In 1978,

Pension cost as a norccnt
of pretax bentflU In WD Was
it percent for Industrial firms
(1978, 125 percent); for Non-
Industrial*, that figure wni

M 3 percent In 1979 (13J
pcrcenl, 1978),
“m S
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Insurers Aéree It. Elay Be Time to Review
Compulsory Auto Liability Cover in NJ

By
ROBERTW@I’?&H

The insul-nnco industry ex-
pressed guarded approval of
N'cw Jersey Imuranco Com-
missioner J»mc* Pheeran's
suggestion that compulsory

;|r?/>'t\1UM

auto liability coverage he
eliminated in tho Darden
Stale.

He offered hi* .view at d
news conference in Trenton,
thus adding @ new |'mredlent
to New Jersey'™ air nay over-
heated cuto cover vuldron.
Thu |TeM session followed a
meeting with two state legis-
lative lenders who had de-
manded an explanation from
the commlr'bner of a {159
million auto rate Increase ap-
proved last week.

The legislators — Assembly
Speaker Chrl.'tophcp Jackman
and Assemblyman James
liomhelmecr, the chairman of
the Assembly Ranking nnd

Fire Record

Ftamylvenla

EAST McKEEM'ORT -
Oprn Pantry, n convenience
store, olllces and apartment*,
333 Lincoln Highway, de-
slroycd. (Nov. 8).

ITARRISHUNO - Don's
Commercial Plating, 858 S.
20lh St., building owned by
Emanuel Shapiro, business
Otvrrd by Don Karnschnk,
ffAIOWO (oss. (Nov. 13).

Ty. [PWii s *Ur Vi»

Ipsurar.co Committee — pad
characterired the increase,
which went Into effect Nov. 18
for new business and on Jan. 1
for renewal policies, as a "rip-
off."

They said If Mr. Shecran
didn't provide an adequate
explanation for his actloji they
would introduce legislation lo
repeal the hike, The ci.mmls-
sloncr apparently satisfied the
legislator*, who ftsvc mid they
will not seek lo rescind the
increase.

Meanwhile, the major auto-
mobile Insurance companies
operating In New Jersey have
paid that (he rate Increase
granted Is "Inadequate, hut
bettor then nothing.’ TheNew
Jersey -Insurance News Ser-
vice, an Information croup for
the auto insurance Industry.
Mid the companies will ring
up a *3tD million deficit In tills
line of business by the end of
the year.

The Industry h*s charged
the rat* relief treats the
symptom *nd not the lliness.
To tills end they have gone on
record strongly supporting the
administration hacked nuto In-
surance reform pnekago
which I* scheduled 10 go lo lhe
LepUlaluro Monday.

Tliesu hill* Include the crea-
tion of a Joint Underwriting
Association to administer re-
sidual auto business, a fraud
hill which Would strengthen
law cnfnrccmenl In that area
nnd j ehnn(f: In nmfnult from
a 1200 In a vtrh.il threshold.

*' 3 tstnbllshment of a no-

fnul! bill with a verbal thresh-
old his first priority among
insurers Ir New lJersey. Hie
reaction to Mr. Slieeran’s sug-
gestion that tho Legislature
should consider repealing the
law that require* moloiists to
buy liability imuanca would

tie affected by the ¢ nt
the reform rod v- - 4 par-
ticularly no jit.

Orovtr Ciech, Amcrlcnn In-
suranro Arstdalion regional
vice president for the mid-
Atlantic region, said tlint tho
first Irsuo of the day was no-
fault reform. He raid "Our
association supports nnd en-
courages dropping compulsory
liability provided other Bafe-
gu.inlo are available to all
drivers. However, lie added,
"the question of compulsory
liability is big enough (o he
treated sen,irately and rdmuld
not he Injected into the up-
coming legislation.”

Speaking for tho Continental
Ini. Cos., William Gibson,
vice president nnd general
counsel, said that "In a stale
where a first party benefit Is
mandated that is large enough
to guarantee (hat person* In-
jured on Il highway arc not
economically distressed, It
might well be appropriate (0
rcllilnk tho Issue ol compulso-
ry liability insurance." He
said that New Jersey Is such ii
stale, milling however, that
Commissioner Shecran’s pro-
posal would require additional
review. Beyond that he said no
specific legislative chnnge has
been recommended, therefore

it might I*c premalurc to react
at this tiino.

Donald Savage, pnb.llc af-
fairs manager for Allstate
who has been ccllvo In lhe
New Jersey auto Insuiance
scene, said that Allstate Is net
adverse lo the elimination cf
compulsory auto coverage but
said that they did not neces-
sarily mt such a proposal ss
reducing the co.it of Imuranc*
for everyone.

The Independent Imuranc*
Agents of New Jersey allowed
that It might he time to
coniiri t the question ol rorr.-
iiulrciry liability, which h*i
Isccn on the hooks In New
Jurey since Iv72, hut "tin*
rhould come after no-fsul:
rifoiill," William Doyle, exec-
utive director of (he nsxncu-
lion snld.

Tlie consensus of those cvm-
mcnlliig on Uie n”slhllity of a
change was that It couid Isle
the onus of buying liability
insurance from driver* «i>:
have no assets to protect la
this sense, they said, Il would
rell-ve * burden Tlicy also
full In.! It would answer - la
some extml — the currrnt
problem ol between a quarter
and a half-million drivers who
arc operating without Inrur-
mice in spite ol the law.

While none suggested the
compulsory liability mcaturx
should not be pursued, *!
urged the passage ol lhe outc
Insurancerefoi in hill ai the
most Important Item on tie
agenda for the New Jersey
motorist and the Insurance
industry.

rC Data
Methods

Cut Costs

Insurers that change in
way they report <lat* - Rom
using curd* In uwtig marruiir
computer lipe - *rf sivtng
lime *iid iiinncj and {cllir-g
n.orr aeccratc rale*. *rrrr.!
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£Hass™chusetts Alito Insurance IS There A Wayd Oout? .

Auto insurers nnd agents in the
tate of Massachusetts “have kno n
or severa ears. t at a Serious pro

lem Is re l< in the atate auto IH

surance mar "*accordin Ric
ard R resrdent gt tﬂe New
drvrsro 0

Grou
i ?rr\}\?”t e next f ew mont s t e tF

ome incre sﬁr
o o Bl ol
/[)Jared esPeercraIIy for “The National

Here are some, of the roblems he-
settrng automabile msu ance sellers
an uzers in Massaf .

maorr}/ rrveé* in the
stale Ire su sidizin rrvers In
the Reinsurance Fa ||t to the tune
of more_than $200 mjllion a year.

+ While ddrrvers wrtht no accidents
orr lous driving violations rece

Ff rebate ong insuranc |n fgﬁ
the\{ alon wrth everl){ other driver
in the % idden subsi
that avera ed 05 a driver to hel
pay the expenses o Psunng t 0se |

Reinsurance Facllit

* Meanwhil drrvers wrth the morl
‘cnot’s and fla ran rrvlrng
tlgnsrosrur%hg?”e) no htr hertthaCCI i
Phe/ fust_year %v hen t WOU?(P have

(oa]y iflr.mtl ? premiums

stab's. And in the most statis-
trca documented accident-prone
roups such a- immirro d young
datesr most pay no more than “other

. Automobrle msurance Compantes
had n(ﬁ rrtrn losses np%tocm

mar mi || on |n 1

o take even |Sggi ases In
2 ome comBanre already arc

ta ? steps to curfall wrrtrng a £0-
oblle husiness In the >hut«f inclu mo

ﬁtrr(tjrlnatmg agents who  represen

ome critics say we can ignore
underwntrad? l0..es, bei'mse the cu

P] ||unm injr.q °”e¥ 3 I%yeﬁg
Infu*-, That JU rrurrHt WorK™ whe

YOU r ern wit mlucrwrrlrng

of this ma
f nking at Q‘erﬁgers oxporrcm KL
P ﬁ shoul noted " that even
tef allowing for investment income,
bottom line auto |nsu<anto*‘ Fa for

IJ emper Gimip
owaled almost $3 mrllron in Ma- a-

chuset
ﬁe ﬁosses haq to be pard ut of
Kem efs capital, thereb% reducin
|ts a |ty to write new Dusiness |

gugh Fosses for companres don't
translate Into gains for auto insur-
ance bu ers i Massachusetts. TR
ratﬁ assac usetts are among t
est in the nation.

ow did the Massachusetts auto in-
surance system arrive ﬂt the point
whe[e s op e observer as put It, It
F]es ts lums that are, too

rat s t at are too low

» states auto Insurance sys}wem

m h eever since en
the st e at re cn.u te the st
comg sorx insurance [aw in the
nation, Since ten goss ssron ot an
auto Iunrsuramtor operatin n nro oér1
\Be ﬂ? ?he rule eEtabluh%d at rar&
tion of po |t|ca involvement In auto
Insurance that ﬁ] asted down to the
resent time. The stale Insurance
ommissioner was  given . SWeepin
powers, Including thge right to p“mg(

an1dhestab||sh rates.

Grea er
et capitol of the natjon
chusetts’ rate 0T auto therts H

eoﬁle Is more than onhe
(0; r than the next closest sta
more than twice the nationa

8:—5-’3'_’
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from nn-fault

made_its purchase is

(oatn and man ator More imp rtant as t [

trm*s right to’ rec
? ring" and ﬂrovrdrn overa Qe tr toward e ulatior,
or [medi clex es w esta lished a ramework rcom etr g
erly damage % eIe thve rate settrn% :
P§uce the costs % conp]zensatm ;? - the hi.uraree ¢ mmrssroner retarned
cident vrctrms ut the losses for g %wer to continue to "fix nnd es-
Sica) amage 0.cars e oari tablish” rates if It Wai oun &hat
he decisions which resu te mt ?on ufrtrou wasn't working a
resent emergerneg cIrrsrs 6 actor 11.r: .. tj] importance; the com-
ance in 19 i uid " power to determine

property damage ﬁaﬁrty
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live rati ust a few months to implement the
ive rating. gtonc devcln I P ar\]rerardg relatrvelgdmodest hn li

TR

Then- commrssrcncr James Stene
went oil, t? ecree a form 0 com eti-
tion that le

mrums or d mrnorrty of part

% -risk _ driver* rn urban area, have
despite %ectrons from_ rfiSn crease
otg srtuatro Was exam

p by a sudden conversion eflo
to competitive” rules at a time Svben Pors hea quarte

sur ?

complicate

many. insurance companres Were re-

coverrn frm dersastrous undghwrrt gra]rnéesmgave

G e il Kt
tion that gave t':l f

your definition of risk management
We've got a lot more to show you

r/t* National Uniemrller, Docomb.e 1J, 1<H0

d ratin

ad be% :
sis.nn
panies
a reasona ~ca 'r
t t ere was n? rme or
er's rate filin

? this, most com
ect to |o S xgerr trcula g stron
terrrtory t

industry rate t

e insurance industry sulted represented a 12" increase on  set the stage for

aVOZfI? UTES }/

% had »o

%OHSU ers WTPIE

%CthIS

at re-  therr pontrcaI e

We re Armco. Insurance Manage-
ment. a division ol Ihe Armco
Insurance Group

We know Ihal our jot) is roi only
lo Imd solutions lo your risk manage
ment problems but lo Imd mnova

[ive .imaginative solutions mbounrt
By rigid conines So we don I'slick >

y tradition.i’ delmihons

A'mrn Insurance Management is
lhe successor to Ihe risk manage
mem operation!, ol me rieiieloniu
Insurance Company Oellelonle wa
lormod In 1953 as 4 captive msuie
lo bandit; Hie special risk linanc.mg
eedsool our parent company.

rme

This single caplivu provided the
seed lor growth ol thg rmeo
Insuranc & Group and Ihe lit 1 sS.-p
ill otrr ileveliypiticiil .c. + lull line risk
problem . cur

We . infjulour  year.open
(Inc(t lo wark lor you developrng
rrskman gujuerj pro%rams limn
cash flow fedos lo captives deTnol

your rwn uitigue needs

I'or 1 copy ol our ¢ tpubi!
|.'cichure write or call "ITicit.inlw
Ftoijvrs Vice President Armco

Instil.trice Management  (Jopl ,*)b
113HO Heed Iladm.tn, Cincinnati
Oh'o<I5?H 513/7.15'801.2
A'TMCO

rhe hrgh inflation of the early 0 mrd
1970,

V\})annrn? most S,

ould oba Iy But such averages  masked sub
- stantial rate increases fo

gre especially young ma

m t e co s, | e result was a loud outery from
Q]epahel d saw therr in urance

ith a cess t0 the.media. and
resentatives. That
he insurance com-

missioner to decree a_suspension of
om etitive rates foe m%p rhrle the
r[; ature mandatcc® rebate (which

Lamounted tQ about JS million)
on t Premdums at's ore

tone ecree an en
tradrtrona rating classifications, erm
Inating wide rate varrances based on
h))sse erience mong U
an an rural areas, an ermrnatrn
s ge as ratrn actors excep
or% Iscount 00 r dryers.

e rigrgest heneficiaries  were
goung urban male drivers w 0 many
tudies show arc resgonsrble for th ree

mes as_many accidents as adult
riyers. he Iosers Were dsér ur ag
an_ rural, female | an le-a
rrvers However jnc._ch an es .came
time 0 rmprovrnq rBsults In

Slrjdﬂndq er%cuebl \}g airil . a back-

rntla tjon.
Commissioner Svdnc. wielded hrs

rale setting powersjto lower over-al

Mﬁwﬁﬁmde%
d another 2 /o)n 1979 $1 mil
s n Athea Iresul S OS(rrves under
the ﬁ)ne Iar?rh rd| noticed it. And
the nsuraﬁce com anres still sgtea)rt

e comp trtr e ratrnq

t take sr nifi cant steps to
teﬁgl %)rerr customers just whnpwas

hap enr%
» ememged is a complicated
angi, costly syste

The State Merrtmatrn Board was

0” 'n”Ste Sett o \> lize drtv%rssla\}rﬂtﬁ
poor recorgp Hl& y establishe . a

surchar?e brcd utr exRerre ce. rr&t e
Hrerec an \r}rr evre
m* I» who' havefin atautPP
ert damad acild. pts or_ siru.tn
ugmmmmuam%
g d %rr th‘g seriousness of

the Vio 3
nsura ce anres roJIed hrs
moncA min. surc a drivers
do not retarnA remium.
y art as administrative con urt,,

bl P il

no vrolatron or al-fault* arcldenls
it rrnt Hoard sets the

%mo nt o| the no ( Ith tg?%lzrt Xvaj

i [he a oun tfl
com any that collect more ‘in s
as out In credits

th ar M than it
t{ the m n to the Merit
ating Boar r rec el'ng to rom-
grrnu é at paid out mnrethan they

Com agré{exe}1 ds in admr rster

tr g/ r ros %

su arwe | ust% n ar}r mi ron
||on went

for the 0 Era ion of the Merrt

Ratin no r £ exp enses tota
prr otorr v

%”r)rltq are cpjssrrf gonn,t e go rcar

{n rterrn Wat a[1 known
rrvrn% Ian In other states cost
£ average. of from
rents to 4 cerjts per policyhot rr
Ibil the merit.rating systém is a
relatively small flaw compared to the
llemair.im e Farlity. In fad, one cdi-
inn..I writer for b“Boston newspaper
la 1 year di'rrlhid the Massachusetts
Aul.diiohile Rernrurme Facility as ¢
I * k ll*de" that could end up en-
gulfing the entire auto reparation*
sttem ih the statr The result would
to djlyi grrv te auto insurers_out
of the bsiMi. ml turn auto in*ur-
ancr into @ state monopoly
The RciiiSuran.r Facility wa; rs*
tablbhcd, in 1071 to replace thé as-
signed risk plas The latter was »



glan 0 erated by auto wrrters in (be  signed tﬁ the facrlrty Lact it't  driven, typ se and, the are

ale Brovr ed far basic %uto arnst t e ations tor the com- Wh re the msuret? auto is garage

ns f nce to drivers who couldn't n ﬁtors are used to set ate in
nsurance In the voluntary mar- The crucral1 omt about the tacrlrty most or er states. The ratin

et Under the Mnysachuscts lew, and wl ricvist d yFommmsmner t H

ovide broad In- nce m Massg usrettt ersfgtgat mosto mated orb urred man ese C-

outo_insurers mus P
surance to_every driver who requests  the po |c\y el it arené (tjors S a resHIt SOME Massachusgts
ivers, tiiey ore underprice

3

it an char e’ the state-mandated bad dr ’rlrverds gre C %rge more than t d
rates However, [f it chooses the dnvers e, and “sonic are charge
com any can assign the policy to ver the years, Insurance under- %

the acrr vy]rrter have Tearned from experience In eir attempts fo reduce Iot%s

Today, h/ear[y ot Massachusetts rivers with certain ¢ ara ter-  .he insurance companies Rass on
drr ers are insured by the facilit |strbs are rhskyer than others. These underprice rrver to the facility

the p Portron is growing. Most maude such factors as nvmno rec-  Losses in the facjll y}are aer?]rtroned
drrvers don know their policy is as- age, sex, marital status, mileage against all uuto insurers In the stale

\N[7Vop
r>
B glvvmrthe Pennsylvania cities of .j make filx'r optics an im[xntant
Carligle and MI. Holly Cprinns, Ihe fine ', j° commuuicalons medium in many of

an of conversation i now 99T finer. the 1,000 coininunilies served by the
United 'lelecom has linked these ~\ I United iiiephone System, America's

two communities with one of America's \ (bird largest.

first operational fil>er optics telephone \\1 / It's fhe development and

transmission routes. implementation of new technglogies
With filler optics, messji“es are sent _ \ lImiuphout our diverse olreratrdrmrdratl
over light beams throupji almost_ microscopic * 1/ bellied UniR'd Thleiom increase its overall
vj.iss fillers, instead of co&oer Wires. revenues from $61i0 mrIIron in 1972 to over
One optical filler is 99 times finer than $1.7 billion in 1979,
a standard Copper wire, but carries up to 24 For our complete qrowth and earnings
times the information. Quality Is better as story_write for our latest annual irjxirt 1o:
well, and the system is completely immune to D.V."Forsythe, United TeIecommunrcatrons Inc.,

liphtninn and other clectiical interfeietice.
e Calsle/Nt Holly Springs project: K 8, United gpg
was only a first step. WIi'r¢ now working to TG'ECOmb ejh,

United Tvn>con||nun|cat|ons Inc.

Arericasihisd tayssfc icfsplions sysfem And ntke

in rrroBortron to thejr share of the
tota ? market at years fe’ih 1 h
0sIes 0 mo[]e

created a cryshin urd n or n ur-

ance compan %I
operation m Ilﬁassachusetts In?possr e

Significant Segment

As lon| a signifiranP segment of
rrversr stae ore aty] ntei
that arc too OW because their sirs
do not reflect the true experience of
therr class or terrrtor mcentrve
will' b rong re Panref] Ptf
more an Tivers é

wh ere osses arc shared witl terr
c mpetitors.

s the facility grows n hrﬁher aod
hlg eroe td eo ever es a to
it b v g dy e
?rowrh atmt t? rcurrent are Irt vﬂl

i arg f st ae}e drV38r§ F?
market to

tﬂe dEe %?tu%? some Pornt a)nadl not
too far otf the&rlvate nsurance mta]r

ket will sim Isappear, an
state will B <PE making u

rﬂercdhfklcils ﬁ:nheo ataex money o
g ?ymaogr cor anu* hay

tem end to limit f ermou t of %u
ness they write in Massac usetts
termm tm agents, .eve ugoh sa}rr
WS area a e'it

e Massac usetts auto In-
surance mar ket. (Interestm?Iy State
Karm the | rgest auto msy er |r the
nation, whi e serving policyholders
who move to Massac use]tts has)not

SOUg t new busrness In the stale
S'there a Way out?

Co mrssron%r Sd haﬂh has made , »
wise decision (y erm tmg ompcti-
live ratm? 0 mercra uto. Insur-
anc% starting in. mi *1081 This will
enable panies develop 0
gh sed m aprproach to a responsible
ompetrtrve at

eh ommrssroner |I| fix and, «.
lahji'h rate for 1901 o[ private |
senger nn ommercra auto, t
onc, tt is absolutel essentra at
thesé rates he adequate* to pay foi tin
éperatrorho t ea to reparations ¢
férn In the stale. |f not, severe prob-
lem* will mrersrt in “the private
msurance market In the state.

Costly nnd Illo |ca‘ eeme ts.in |Iér
current” sy stem d e ell mmate
There's no reason wh LM] insur-
ance In Massai;I usetts should cost so
muc more than it does in othrr

Com anies should. he alowed f0
use ra In %stems that tarr bpor

tronheossm mon%f #gr dab ||t {or
e ull*  nsyr puyers ” #
P lem ’ II Lht“ sotve
eortC Hmnn ralncglS r%blséorﬁra”%ro EIrqy
Prnncclu%oss arr% u(tt?rrl<1

Mised ine
they should he subsidised in the epin
thrd h tuxes ab rop rrated bg the

ﬁeoB 'S rep resen tivel, not b
[ation "o rivate ins rance

companies operatrn m the viate
It iv unfarr to shift cost* from .onr
g\’rH lo othe[ ystate tinkrimg

auto rale classificatjons;

rivate utomo |Ie mMUJrr
mdustr Provu Imue,
]o s and nvestments to tm peo ¢

Massachusetts . It's a system

[ rivate seder r
W\Qﬁa%humtrtlls Rr tortrst WI| cnrtnohrr
to bepefit floip t urrent s>*'1
ny I* the In ustry

or ‘he» u permitted to w%lale Ilt»
cicknt'y and earn o reasonable piN

"hv National Underwriter, oocembof 1i‘, 1i»20
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* Pricing Issues, 150

Programs Highlighted

"The insurance buying public,

caught in the grip of recession, increas-

ingly raises the issues of pricing equity
and insurance affordability," Wayne G.
Wickatd, Midwestern vice president of
Insurance Services Office (ISO) in
Chicago, told independent insurance
agents and company executives fiom

several ccn.ral and southwest states par-

ticipating recently in the 1980 meeting
of the Mid-America Conference Com-
mittee in Kansas City.
Increased Pressure
"Inflation, especially as ii afects costs
of insurance related items has also

brought increased pressure on the in-

surance industry from government at all
levels." He added, "the insurance in-
dustry must he prepared to defend its
cost based pricing and underwriting
practices, and to continue strong sup-
|oort of free enterprise. At the same
ime, we must work to ensure that tire
changes that are adopted are not des-
tructive to our industry."

Wickard told the conference, spon-
sored by the Independent Insurance
Agents of America, that 1SO and other
industry interests are continuing to work

(Continued mi jmgc 2.0)

Mass Reglstr\F/ Fee
Change Stirs Flap

Changes in automobile reg|strat|0n
fees, implemented last week without any
advance notice by the Massachusetts
Registiy of Motor Vehicles, caught the
auto insurance industry by surprise,
angering many producers.

The announcement of the new fee
schedule fot various types of plates was
made abruptly on the afternoon of Sept,
23 in an internal memo to all Registry
employees by Deputy Registrar Robert
Capasso, who indicated the new fees
wele 10 he effective beginning with
business conducted on the following
clay, Wed., Sept, 24.

l.ark of time lor implementation, in
addition lo creating confusion in the in-
surance industry, also adversely affected
Registry branch offices as well, which
were unaware of the new fees until
Wednesday afternoon.

Expressing then tout tin ovet the lad
of any advance notice, the Independent
Insuiance Agents of Matsachte.eiis sen}
a b'ltev to Regisn.it Rieitatd Mi | nigh
iin. IIAM i minded ihe Rcgish.it that
both tlie Registry and the stale's insiir-

(("'mil.nui d iin jnti's 12)

Jlie Stand,.id, Oendiei 3, 11SO

Heads Continental Re

Joseph L. Fox, CPCU

Joseph L. Fox, CPCU. has heen ap-
pointed president and chief executive
officer of Continental Reinsurance
Corp. Continental Re, a subsidiary of
The Continental Corp., is a 'reaty rein-
surer, writing all kinds of property,
casualty, marine and aviation covers
outside the United States, both directly
and thiough brokers.

Fox joins Continental Re from Swell
& Crawford Croup, another subsidiary
of The Continental where he was vice
president in charge of administrative
operations and corporate planning. He
joined Swctt & Ciawford as vice presi-
dent for tteaiy underwriting in 1972
with many years of management exper-
ience in the insurance and teinsut.nice
industry, and was appointed a Group
vice piesident in 1976.

He is a giathinie of the University ol
California.

Workers' Comp Rales
Go Up 1.5% in N.H.

Workers' compensation rates have
risen an average .&% in the state of
New Hampshire.

The new rates ate applicable to new
an  ‘icwnl policies with effective chiles
on net Sept. 1, 1980.

. increase is the lesnlt of Cummi.v
sic-nei Francis F. Whaland's appiov.il of
a filing made by the National Council
on Compensation Insurante on behalf
of Granite State compensation wiiters,

It teflects staitiuuy changes including
the increase in the state's average weekly
'm'|e elTec live July 1, 1980,

because the higher toinpensaliotl
benefits have been payable piini lo the
effective dale of the tale increase, the
hike is also to he applied as a flat adjust
ment lo all Ollici polities as of Sept, |
for llieii liltcxpilcd portion | liter vent
fixed tale policies ate excluded as ate
polii ies with an e\pitalion date prim fo
Oct. 1. 11180.

Comml. Stat Plan Termed

Effective Data Gatherer

First Year of
Operation Analyzed

At 1SO Statistical Meet

A review of data ftorn the first full
year of operations for the Commeirial
Statistical Plan (CSP) shows that it is an
effective data gathering organization.

This evaluation came during the
ninth annual Statistical Seminar spun
soied by Insurance Services Office.

Current Dcvclopm *nts

The two-day seminars, .overing tut
rent developments in piopcriy-castiahy
insurance statistics  progress in im
plemrmniion of the CSP and new
aspects of personal lines staiisiii
plans, were held in both New York City
and Chicago and also fcatmcd a discus-
sion of the many services perfoimed by
the rating oiganiz.ntion.

ISO Assistant Manager Wayne | at
tnca chalked up the overall effectiveness
of CSP to the hasic: principles followed
during the plan's creation.

"Another major aid in the CSP effet ¢
liveness is company commitments."
obscived Tntinra who was one ol scu tal
panelists discussing the plan. "W.thnut

(Cmilinuitl mi /Imge 22.)

CAIR Charges Mass.
Auto System Faltering

"The Massachusetts auto insurance
sys.em is faltering, failing, and, in the
view of many, on the vetge of lull-stale
crisis,” Ann N. Kiarnci, executive
director of the Coalition for Auto Imm
alice Refoiill (CAIR), lold a meeting of
the Indejieinteni Insurance Agents ot
Springfield last week.

Speaking with Kt.tmei was CAIR In
suiaiue Consultant, Donald Hillman of
Petet Men ill Assoi iates of boston, A
funnel depute <ommissinnci and thit |
counsel of the Massachusetts Division ol
Insurant ¢, Hillman discussed those in
stilauce laws which actually cm outage
theft .mil ft.iud in the piesrm state in
straine system.

Ih' tefeited to a statistical analvris
thill he had completed which sltovud
that, "in the first two yeais that the
mandatory uflet law and the Mass
Motor Vcltiile Reinsurance F.niltty
went into elleel, the tale of <at thefts in
Massachusetts soared." both laws mid
I loser siioiinv and n virion he s.iiil,

Kiamci s id that liei nig.mi/ation is
attempting to iinner these pMihluns

(CRiiltIVITi* Il nil jxtgc 12)



GAIR Charges Mass.
Auto System faltering

(Continued from pugc 5)

and fjilicr inequities withit the cunent
system. She explained that CALK is a
p. hlic education 'informaliin effort
which is attempting to inform con-
sumers of the abuses which hast- made
Massachusetts the longtime car theft
capital of America. By disscinir ating
data thtough an organized statevide
campaign, CAIR will explain 'he
reasons for the high rate of theft aid
fraud which result in the highest prc
rnium rates in the nation.

Kramer summed up her leinarks by
saying: "We are going to tell the people
of Massachusetts the truth about their
auto insurance system and encourage
them to demand from their legislators
genuine reform of that system. Either
the voters will rebel, or they won't and
if they don't, a full blown ctisis is
predictable and inevitable,"

New Titles, More VIN
Digits Loom in Mass.

Two major innovations loom for in-

surance mmpinies wiiiing automobile
insurance in Massachusetts, arcending
to the RegistrK of Motor Vehicles' Title
Division. Both will more or less take
place simultaneously.

The first involves the issuance, clfec
live Oct. If)s 11180 of a new enfptaved
certificate of lillr piinied on banknote
paper. The second involves, as previous
ly reported, all motor vehicles of 11)81
vintage which will hear a 17 digit vehi-
cle idrmificut cm number as mandated
by the federal government. Also includ-
ed in the new 17digit ceiiific.iie of
oiigin are ail 11)80 vehicles ptnc'hased
fiom Renault, Mercedes Benz, and .Su-
baru.

The new title will he blue and gold
and embodies many anti cciumcl frit
rneasutes heietofoie not available as
part of the Massachusetts title. All titles
issued prior tc the Oct. 1>date will he.
consicleied effective and may he
transfnred frrin one party in another.

Meanwhile, applications fot title and
legislation on all 11)81 vehicles (cats,
trucks, etc.) n list include lire* complete
17 digit veeltic 1+ identification number,

IN.'¢"1.1L2IONS in pi.-U"-on, - tenCom
AT&C’\*AS PICiciIint c. m'Tivtl* vie.
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Continental Cos. Name

Traynor Asst.-Secy.

The Continental Insurance Cos.,
have appointed John A. Travnor.
CI'CU. an assistant secretary at tncir
New York home office. He is diiertor of
pricing and pioduct development.

Before joining Continental, Travnor
was product development manager vs-ith
The Home Insurance Co. in New York

Mass. Reglstr\F/ Fee
Change Stirs Flap

(Contmued fiom fxtgc i)
atcce agents ate in business to serve the
public. The producer group complain-
ed that agents cannot do their job pro-
perly without Registry cooperation in
Informing the insurance community of
such changes in advance.
The new fees are as follows:

City. A graduate of St. Petet's College 0ld New

in Jersey City. New Jersey, Traynor Private passenger two-

holds an MBA fiom the College of In- year plates Si4 - S20

surance. Vanity one-year plates S17 - S30
Travnor is also an adjunct assistant  Reserved two year plates SIS $40

professor at the College of Insurance Cominetcial plates per

where he teaches courses iri the evening  1.000 Ibs. S b ST

division. Title Certificate S 5 8§10

Local A£eills anti Biokt is have enjoyed a dependable
market /. heir Tntcking and But Lines at this office.

AUIOMOBILE BODILY INJURY AND 1'RO‘ERTY DAMAGE — FIRE. THEFT AND
COLLISION — CARGO — WORKMEN S COMPLNSATION
GENERAL LIABILITY. AND ALLIED LINES

Our prompt inspection and survey provides equally prompt and accurate rate
quota‘'ion to any New Fnglcnd risk.
Inquiries invited from Now England Agonti and Bioleri — write or telephone —

TRANSPORT INSURANCE AGENCY, INC,
MOTOR CARRIERS INSURANCE AGENCY, INC.
230 BOYLSTON STREET, BOSTON, MAS 02)16 — 536-80)0

AMERICAN POLICY HOI.DF.RS'

INSURANCE COMPANY
W'ak. Quld, Muu.,ichusetts 0ISSO

| I'm Si.tin).iml, Ocit.).ci )*is0



MEMORANDUM State of Alaska

. DATE
Rod Betit May 25, 1983
Director _ _ FILE NO
Division of Public Assistance
TELEPHONE NO

FROM SUBJECT _ _
Henry A. Jeske Medical Assistance
Collgctions Manager Required Because, of
Medical Review Uninsured .Motorists

In response to your inquiry of Medical Assistance needs related to
uninsured automobile drivers and cwners | am R_rowdl_ng you with
tlits report of the TFL office involvement within this area.

|t lias lean tlie experience of the Public Assistance TPL office
d_urm_?_the last four years that the State of Alaska does pay a )
signiticant anount of public assistance for individuals who have been
Injured by uninsured automobile owners or drivers who are deterrra irx® *
to"be liable to the injured recipient, Adifficulty of presiding
statistics in this area, however, is inherent in tint this office
normally has not been made aware in the P_ast of uninsured accident™
cases requirring medical assistance. As tisere was- Tittle probability
of obtaining any recovery, t_he)( were never mvestlgated._ The current
system, tlrxXigh, does investigate all injury related nedical assistance
over $500.00; for possible tiiird party liability and statistics focr|
c'lutarTo'jile injury jredical cure needs will be available in the future.

There are erkOLyjh past "vivid" examples of tdie need for E)_ubllc assistance
brought about Decause of uninsured uoborists, however, tint they should
be described in this report for purposes of prowdm% evidence that

there is significant cost to the public due to the State liaving inadequate
re%uwe_seats of _I|ab|I|t¥_ and medical insurance for automobile owners

and drivers. ‘'llia cases listed below are accidents which have, boen
investigatol by tliis office within the last two years for third

party Iiability.

1. Pedestrian hit and dragged by automobile. Driver of vehicle cited
for DUI. Do insurance.” Cost to nodical assistance was $30,000.00.

2. Taxi driver was hit head-on by uninsured driver and owner. Cost of
nodical assistance exceeds $120,000. future cost of nodical care
and public assistance may be substantial.

3. Anindividual injured wlien Iris car was struck b¥ another car which
ran a stop Ilsght. Insurance was available for $50,000, but inade-
uate for $150,000 medical cost to date. QOast tg public is
100,000 medical assistvinco plud sulistantial nodical care and
eblic assistance in tie future.

4. livdividual was passenger in a veliicle driven and owned by upinsured

driver. An accident in winch driver vas cited resulted in injury
leaving passenger ixuralyved for life. Cost exceeds $50,000.

0: 0CtAHe. 10 v



Rod Egtit
Hay 25, 1983
Pane 2

5. Teenager on motorcycle hit bB carper truck pulllng boat.. Driver of
the véhicle was uninsured, Due to no insurance, the accident
was never Brope_rly investigated fcr gossmle liability. InA_ured
party has been in”a cara since Julg 1950, accident. Meaqical
assistance cost to date exceeds $10C,,000.

| regret not having a more comprehensive compilation of statistics in this
area. Past concentration on recovery probabilities, though, precluded .
accunulation of information on Medicaid paid victims of \minsured notorists
tint were unrecoverable by this office.

Adbe:idurn:

A Mr. Donald Koch, Chief of Market Surveillance, Division of Lnsurance,
cane to mg office May 23, 1983, to discuss a ccmrert attributed to
Jeff Day during legislative hearings on 1:3 7 that | .had telc-plioned
Jeff Day and informed hin tint tnere were one and a half million dollars
of nodical assistance Prowded parties injured by uninsured drivers
and that a portion of that is to be recovered. Wrong! | teleploned
Jeff Day with a question of wiiether the cost of nrmiical .assistance
re(i_uwe because of uninsured motorists had been discussed in the
deliberations of HD 7. He informed me_ tint it had not and that he was
clad to D2 aware of this cost area. Hie million and a naif figure
durm? our discussion gertalned to.my receivables in all areas of TPL

n T described my job, functions in“response to his question of wijist
| did for DPA. My original inquiry reqardmg iB 7 resulted fiom,
interest that passage of tdiis bill would assist with medical assistance
cost avoidance. | also informed Jeff Day that if lie needed specific data
that_he would have to contact Bob Ojden_and/or yourself for instructing
tlie TPL office to extract this information frevn files.

cc. Karen Martz
Brent Miner



BODILY INJURY LIABILITY
The legal liability that may arise as a result of
the injury or death of another person

PROPERTY DAMAGE LIABILITY

The legal liability that may arise as a result of
damage to the property of another not in the care, custody, or
control of a person with that liability

BODILY INJURY COVERAGE
Protection against liability for the injury or
death of another prson,

PROPERTY DAMAGE COVERAGE

Protection against liability for damage to the
property of another not in the care, custody, or control of the
insured, as distinguished from liability for bodily injury.

NOTE: Bodily injury coverage and property damage
coverage are generally written on the same policy with the
premiums and limits of insurance being distinct.

UNINSURED MOTORISTS COVISRAGE

A coverage in an automobile insurance policy under
which the insured’s insurance company will pay damages for which
another motorist is liable if that motorist is not insured.

UNDEFINSURED MOTORISTS COVERAGE

A coverage in an automobile insurance policy wunder
which the insured's insurance company will pay those damages which
exceed the coverage available to the other, inadequately insured,
motorist.

PUBLIC LIABILITY INSURANCE

A general term applied to forms of "third-party
liability insurance"” with respect to both bodily injury and
property damage. Sometimes used to indicate forms of bodily injury
liability .insurance as distinguished from property damage insurance
a more precise application is to designate them by their respective
titles.

MOTOR VEHICLE LIABILITY INSURANCE

The same meaning as PUBLIC LIABILITY INSURANCE,
or LIABILITY INSURANCE except' that the kind of liability insurance
is specifically related to automobiles or motor vehicles.
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In view of the interest being expressed by a number of

persons in reviewing the limits of liability required hy 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 Lapor
Statistics.  Column (3) shows the Timits of liability for bodily
injury applicable to the particular year. Column é does the
same ‘for property damage. The figures for 1982 and 1983 are
projections and are nof 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 83{ limit of liability for each state o
the United States and for each province in Canada.

March 1, 1983

Division of Insurance _
Department of Commerce s Economic Development
State of Alaska
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TABLE OF LIMITS

Financial Responsibility and Compulsory Insurance l.a;es

The table 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 ..., $10/20/5 New Brunswick....... 100
Alaska oo 25/50/10 Newfoundland..... 15
L YU0LT g R— 100 New Hampshire ... .25/50/25
ATIZON A 15/30/10 New Jersey .. . 15/30/5
NS CUET: E— 25/50/15 New Mexico ... . 15/30/5
British Columbia 100 New YOrK oo . 10720/5*
California ... . . 15/30/5 Northwest Territories 50
Colorado.mmmmmmnn . . 15/30/5 North Carolina ... 25150710
connecticut ... . . 20/10/5 North Dakota ... 25/50/10
Delaware ... w 10/50/5 Nova Scotia ... 100
District of Columbia.. 10/20/5 01 ][/ R— I, 2.5/25/1.5
Florida e . .1}3{%5 () LLELL V11T R—— 10/20/10
O] (T R An/Znin 0111 - [ IR— 20)
(NEVTET— 25/Unlimited/I0 Oregon . . . 15/30/5
[0F:L T R— . 1012015 Pennsylvania ... . 15/30/5
LTTL L —— 15/30/10 Prince Edward Island 100
01 .15/30/10 QUEDEC s 30r
10117 U— - 20/10/15 Rhode Island ... 25/50/10
Kansas ... ~.25/50/10 Saskatchewan ... 100
T T— 1072015 South Carolina .. . 15/30/5
Louisiana ......... . 511011 South Dakota ... 15/30/10
UL L-T— 20/10/10 JETLTLTE T T— . 1072075
Manitoba ... 50 L2 T - 10720/5
Mnrvinml s 20/10/10 V11 [R—— 20/10/10t
Massachusetts ... - 10/20/5 Vermont ... 20/10/10
Michigan ... 20710710 (AL Ep—— 25150710
(N LTqTeR ol v: E—— 25/50/10 Washington ... 25/50/10
IS [ —— - 1072015 West Virginia ... 20/10/10
(VL1 — 25/50/10 WiSCONSIN v 25/50/10
Montana ... . 25/50/5 Wyoming .. . 10/20/5
Nebraska .. 15/30/10 T R— 75
Nevada

*50/100 for wrongful death.

tB lkc h t fault system for >odily. injury, the minimum liniix
gggIigjféaiysgtgggi%pgrtyaaa%acg%m\m?hein nQoucﬁ)l(J‘C asr¥a ecg]mb?rged %oa/ily Hnjra/ry and property (!am-

jOr, $30,000 combined single limit.
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INSURANCE. COMPETITION AND COST
CONTAINMENT

Warren Gun.MirRG

Visiting Associate Professor of Managerial economics. University of Maryland.
College Park. MD 2074:. U S A.

.Abstract

Mosl economists have suggested that Ihe growing presence of insurance, including Medicare.

Medicaid. Blue Cross and the commercial insurers, is largely responsible for Ihe rapid rise of liejl.h care
cosls in ihe Uniled Slates Il is tlic contention of this paf)er, however, that the insurance industry in the

private sector in the United Stales may help in the elTor

to contain costs rather than solely stimulating

rapidly increasing costs A number of methods that insurers have employed to contain costs, including
mon'toring Erowder behavior and prospective reimbursement, are identified It is cautioned, however,

thal althoug

health insurer cost containment elTorts will cortinuc to expand in the fuiuic, perversities

in the U.S. tax laws, potential provider opposition and the complexities of medicine will continue lo

make cost containment a difficult task

Health care expenditures in the United States have
been increasing at a rale of approx. 12.2% annually
between 1965 (the year in which Medicare for the
elderly and Medicaid for the indigent were enacted
into law) and 197ng]’ Dining litis same J)enod Ihe
Gioss National Product increased only 9 2% per year
which tcsulled in health cate expenditures as a per-

cent of Gross National Pioduet increasing from 6.1%
in 1965 lo the 9.0%, level in 1979 FZ]. otal health
cate expenditures in 1979 were S212.2 billion com-

pared lo S42.0 billion in 1965 and 12.7 billion in 1950

m

Mosl economists have suggested that the increasing
Fresence of insuiance, both public and private, is
aigelv responsible for the rapid rise in health care
costs [4], The percentage of health care expenditures
aid by third party insuters. including Medicare and

edicaid, Blue Cross/Blue Shield and commercial
carriers such as Aetna and Prudential, has increased
fiom 34 5% in 1950 lo 51.6% in 1965. to 68.2% in 1979

5].

[ 1fhe presence of insurance, it is said, leads patients
to seek more health tare at every possible price in
addition to reducing the net price of health care. The
prices of, for example, physician visists and hospital
stays, to the extent they are insured, cease lo become
a factor in a consumer's decision lo purchase these
services. It is thercfote possible that lire cost |o society
in terms of resources utilized in health care is greater
than the benefit to consumers. In addition, the non-
insurcds will pay more for health care services since
the existence of insurance will increase cosls to every-
one. Second, higher health cate prices can lead to
add||t|60]na| insurance so that the cycle is a continuing
one |6].

~ It is'the contention of this paper, however, that the
insurance industry in_the United Slates may also help
in_the ellort lo coniain costs rather than act soleIY lo
stimulate tapidly increasing cosls, First, the stmclurc
of the insurance market iu the United Slates is exam-
ined. Second, the various ways that insuters_have
attempted to contain costs will be identified. Tliiid.
cm tent public policy'alternatives will be interpreted

in light of insurer cost containment efforts. Finally, it
IS suggested, that insurer cost containment efforts will
continue lo expand in the future. Tire complexities of
medicine are such, however, that health care cost in-
creases will only be dampened, bul not entirely con-
trolled, by active health insurer involvement.

stm crim or nit; health insurance
INDUSTRY

Of the SI39.7 billion in petsonal health tare
exf)enses that arc paid by Ihird party insm rs S85. 2
billion arc public exPendltures, primarily Medicare
and Medicaid [7]. Although the public programs in-
clude cost sharing as well as other forms of cost con-
tainment, this paper will focus primarily on Ihe pri-
vate segment of the health insurance industry. Not
only do private firms serve as fiscal intermediaries on
Medicare and Medicaid programs but it is the private
sector segment of the industry which has experienced
a degree of cost containment’in the past and has the
most potential for increased cost containment in the
future. 1l is in the private sector that Blue Cross/Blue
Shield and Ihe commercial insurers musl compclc,
based on total Premmm costs, to be included in the
employer's health care package that is offered lo
employees [8!, More ~than  three quarters of
Americans with non-Medicare and non-Medicaid
coverage have group policies which arc offered by llie
emTponer 9], .

he data in Table 1 show the total claims expense
and total claims incurred by Ihe 69 Blue Cross Plans
and the 70 Blue Shield Plans and the twent¥ largest
commetcial insurers on a national basis. Table 2,
which is detived fiom Table I, contains the market
shaics of the largest firms as well as the market shares
for the 4. 8 and 20 largest firms. In 1978, Blue Ctoss/
Blue Shield paid out more than 46% of total claims
expense and total claims incuricd. The 4, 8 and 20
lateest commercial insuters accounted for 120, 22.0
and 31.0% of the total claims tcspeclively. Il is clear
that on a national basis Blue Ctoss Blue Shield is in a
dominant maikct position telulive to the position of
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Table I. Tolal claims expense of Blue Cross Blur Shield and lolal claims
incurred by twenty largest commercial insurance companies. 1978

Third parly payer

Total claims expense/total
claims incurred*
(000 omitted)

Blue Cross/Blue Shicldt S19.406.109
Prudential Insurance of America $1.781.589
Travelers Insurance Company §1.451.991
Aetna Life Insurance Company S1.449.754
Connecticut General Life S1.193.142
Four largest commercial
Insurance companies 55.906.476
Fgnitablc Life Assurance S1.025.569
Metropolitan Life Insurance Company $S62.652
Mutual of Omaha Insurance Company S775.020
John Hancock Mutual Life Insurance S451.682
Eight largest commercial
Insurance companies $9.051.399
i
Occidental lLife Insurance. California $453.626
Continental Assurance Company S441.728
Lincoln National Life Insurance <405.691
Provident Life and Accident Company $380.494
New York Life Insurance Company $309.752
Great-West Life Assurance Company $296.696
Massachusetts Mutual Life $278.026
Rankers Life and Casualty $255.339
Pacific Mutual Life Insurance $241.680
Union Labor Life Insurance Company $228.288
Allstate Insurance Company $221.846
Bankers Life Company $218.628
Twenty largest commercial
insurance companies S12.783.193
Tolal claims incurred. All
commercial insurers} $21.787.939

* Blue Cross Blue Shield data arc expressed as 'tolal claims expense'
commercial insurer data are expressed as 'total claims incurred'.

4 Blue Cross Blue Shield data exclude duplication and other hospitali-
zation and medical-surgical companies and associations.

= Arifus lluulih Cliarl. 1979. p. 3.

Source: Aryus Health Churl. 1979: Blue Cross Blue Shield data. p. 3:
"other hospitalization and medical-surgical companies, pp. 164-165:
commercial insurance companies, pp. 168-169.

the individual commercial health insurers. In ad-
dition. the relative position of Blue Cross/Blue Shield
and the commercial insurers has chanced only slightly
in the past twenty-five years. While the commercial
firms' share of premium income and benefit expendi-
tures grew $|0W|K during the late IPfiO's (Table 3) it
tcceded during the early 1970's leaving the commer-
cial insurers with aé)%)rommately the same market
shares in 1950 and 1 7L10.11],

It is clear that unlike the national health insurance
schemes of many Western nations, there appear lo be
a large number of firms that an employee or individ-
ual can choose among when ﬁurchasm% health insur-
ance coverage. This is even the ease when firms such
as Blue Cross/Blue Shield may dominate particular
areas as they do in the Norlheust and Midwest areas
in the United Stales. In addition, there arc 215 health
maintenance organizations (IIMQ's) > 35 states
which, within their geo?raphlc re?lons, compete for
the business of the employer and the employee [12].
Most health maintenance organization" Fsuch as the

Kaiser plan in California) pay physicians on a capita
lion basis thereby eliminating any economic inccn
lives for excessive tests and hospitalization.

Table 2. Sli.ucs of tolal claims expense of Rluc
Ctoss. Blue Shield and total claims incurred by
all commercial insurers. 1978

Total claims expense and total claims
inclined : S-11.19-t.048
(000 omitted)
Entity Share of total

Blue Cross Blue Shield 46.3°n

Four largcsl commercial
insurance companies

ngt laigesi commercial

insurance companies 22.0°,

Twenty largest commercial
insurance companies 31.0°,

Source: Table 1
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Table 3. Blue Cross/Blue Shield and commercial insurer
market shares of picntiirtn income and benefit expenditures
selected scars, 1950-1977*

Premium income Benefit expenditures

Commercial Commercial

BC-BS insurers BC-BS insurers
1950 445/0 46.9% 49.5% 40.3%
1955 41.0 517 452 465
1960 425 518 458 478
1965 417 52.2 44.8 48.9
1966 41.0 53.0 435 50.2
1967 41.0 52.8 42.8 50.7
1968 40.2 538 427 511
1969 420 51.6 452 4°3
1970 429 50.9 448 48.6
1971 447 48.8 46.2 471
1972 437 50.0 46.3 47.0
1973 43.3 48.6 457 455
1974 42.6 482 450 451
1975 427 474 445 455
1976 42.6 47.6 422 47.8
1977 414 48.7 423 46.9

«The remainder of the premium income and benefit
expenditures accrued to ‘independent plans' (plans which
provide for administrative services only) or prc-paid plans.

Source: Data calculated from Carroll M. S. and Arnett
11 R. Private health insurance plans in 1977: coverage,
enrollment, and financial experience. Ililli Cure Finunc.
Rei. Table 9. 19. 1979.

HEALTH JNSLRER COST CONTAINMENT
ACrVITIES

_ There arc two advantages that health insurers have
in cost containment thal individual purchasers of
health care lack. The first advanta?e is the amount of
information available to the health insurer. Il has
been suggested that the biggest difference between
health care and other industries is the absence of in-
formation on the appro’orlate pricc-quality level of
various tgpes of medical care services [13]. Health
insurers, however, may have the capability to add in-
creased amounts of information lo the buyer's side.
Health insurers can comfnle data on their insureds
concernln% hospital lcnglhs-of-stay. physician_ visits,
number of ancillary tests, ph){s_lmans ees, prices of
services, etc. Therefore, when claims arc filed, insurers
may have parameters In which to measure the appro-
Prlateness. within limits, of price and quality. Given
he lack of information that any single individual has
about the price and quality of health services (except
for those medical services which may involve repeated
visits to the physician) there may be'a large number of

instances in which the individual cannot make
informed 1ud3ments. . .
Tire second advantage that health insurers have in

cost containment is their potential abilit?/ to offset any
rents that providers may make due to (In" asymmetry
of information that exists hbetween p.avidcr and
patient. A health insurer with a Iarrt;e number of
Insureds might represent a consequential portion. of
the provider's income, and therefore be in a position
to negotiate equally with the provider.

Insurer cost containment efforts may, of course,
vary depending on employee and employer desires. In
the following section, a number of instances will be
described where health insurers have attempted to

SH If? -¢

contain costs, First, in order to pul medical insurance
into perspective, a description of cost containment in
the less complex specially of dentistry is depicted. An
analysis of dental insurance should remove any doubt
that insurers have incentives lo contain costs. Second,
cost containment by an insurer with a small market
share and small number of cnrollccs will be shown
{14], Third, in contrast, cost containment efforts of
he largest private insurer in the United States (in
terms of benefits paid). Blue Cross and Blue Shield of
Michigan, arc briefly described.

cosT CONTAINMENT UV DENTAL
INSL'HERS

Dental insurance has grown enormously in the Fast
decade. In 1965, onI?/ 3.3 million people xxerc enrolled
in prepaid dental plans. By 1978. however, 67.9 mil-
lion geople had dental coverage with more than
23,000 employer groups {15], Similar to health insur-
ance. dental insurance plans vary in coverage, but
may include comprehensive benefits such as diagnos-
tic and preventive services, general services, and pros-
thodontics. . . .
~In-many dental plans, insurers review dental claims
in two stages [16]. In the first stage, mmpredetermina-
tion', the nsurance carrier will review a proposed
treatment, which is expected to cost in excess of a
certain dollar value, for necessity and appropriateness
[17]. This review attempts to" eliminate misunder-
standings a.mon% the patient, the dentist, and the
insuiance firm before work is performed. Second,
under the Alternative Course of Tieatmenl (ACT.)
program, dental consultants on the insurer's staff sug-
gest alternatives to the work plan of the patient's den-
tist, if necessary. In addition, contracts might utilize
investigatory procedures such as:

a) discussion with the attending dentist;
b) examination of dental X-rays, studg models, etc.
¢) ease review by an insurance dental consultant
when professional judgment is required;

(d) oral examination of the patient by insurance
dental consultant; _ .

(e) referral to the local Dental Society Review Conv
mittec [18],

The behavior of dental insurers appears to indicate
that insurers, like other firms, have incentives lo mini-
mize cosls. With competition and potential competi-
tion from other insurers, insurers must compete, in
part, on a price basis to employer groups where the
cost of insured health care services is yet another ele-
ment of the employer's total payroll. In dental ser-
vices where the costs of the insurance firm of monitor-
ing fees and procedures appear to be somewhat lower
than in medical services, there is active competition to
contain costs.

COST CONTAINMENT ItV A THIRD PARTV
WITH A SMALL MARKET SHARE AND
SMALL NL'MIIER OE ENROLIEES

U.S. Administrators (USA) is a small third part%
administrator, based in Los Angeles, with 374,001
subscribers in 1978, or less than two percent of Cali-
fornia’s population. As a third party administrator it
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incurs the administrative expenses of ?aving_ medical
care hills without providing any t)pe o ;nsurlnﬁ func-
tion. USA was begun in 1963 to administer pharma-
ceutical coverage, expanded into the administration of
prepaid dental plans, and since 1972 has administered
medical-surgical-hospilal L)Ians as well as vacation
H%sjts, pensions, and worker's compensation plans

An important element of USA’s cost containment
efforts is its h%ghly computerized claims review pro-
cess. A Model Treatment Profile computer tape speci-
fies parameters for the ambulatory treatment for the
4000 diseases under the standard 1.C.D.A. (Inter-
national Classification of Diseases. Adopted. 8th edi-
tion) in which the number of office visists. radm_loqlc
and laboratory tests, and injections for a particular
condition for a particular period arc specified. A
D_|a?n03|s File computet (ape specifies maximum hos-
pital lenrths-of-stay with and without sun?ery. Par-
ameters for hoth the Model Treatment Profile and the
Dlagnosw File have been desl?ned by the USA medi-
cal director and USA’s council or physicians, a group
of 23 mostly university-hased physicians of various
specialities which consults with USA. If parameters
arc exceeded by attending ph{JSICIanS, procedure and
fee data may be referred lo USA’s medical director
and finally to USA’s council of physicians. If necess-
ay,.t_he medical director and council may ask for
additional records from the attending physician or
suggest fees appropriate (in their oEm!on) for the
physician. Payment is denied if the physician cannot
justify his procedures or the price for his services. In a
recent article it was shown that USA's cost contain-
ment measures resulted in slightly lower costs com-
pared to traditional measures, but” the complexities of
medicine were a substantial obstacle to a complete
solution to rising costs [20], Furthermore, third par-
ties must be cognizant of a certain trust that might
exist between a phf/Sl_uan and his patient, and a des-
truction of that refationship might annoy the patient
lo the detriment of the third party insurer.

COST CONTAINMENT IV A THIRD I'ARTY
WITH A | ARCE MARKET SHARE AND
Large simmer oe enhoi.lees

In_contrast to cost containment at the individual
ghysman level by USA. Michigan Hluc Cross/Blue
hield, the laigest non-public insurer in terms of
claims paid (S1.6 billion in 1977) in the country and
with 58°, of the population in Michigan [21]
attempted a number of techniques which are feasible
only bY a.Iar%e insurer with a large market share. For
example, in 1978, in Il experimental hospitals Michi-
gan Blue Cross/Blue Shield instituted a new prospec-
tive reimbursement system which was designed to
reduce the rate of increase in aggregate expenditures
for hospital care. Prospective reimbursement tech-
niques have recently been established in a number of
slates and by a number of Blue Cross plans under
Blue Cross initiative. A central aspect of the Michigan
Blue Cross/Blue Shield prospective reimburs'mienl
system was the establishment of a percentage screen
to be applied to a hospital's piospcctivelv determined
b_udPet with incentives for underspending the p|03ﬁ_ec-
tivcly determined limitation [22]. The theory behind
most prospective reimbursement is that hospitals will

have incentives to economize on the year's expenses
since Blue Cross payments are essentially fixed (there
may be casc-mix adjustments) for the ¥ear regardless
of additional expenses by hospitals. [23].

In addition, In an ovcrbedding p_ro?ram_of Blue
Cross/Blue Shield of Michigan, hospitals which were
defined as ‘low occupancy' were to undergo mandated
budget review [24]. Finally, in programs similar, but
not equivalent to direct physlcmn-momtormg USA.
Michigan Blue Cross/Blue Shield instituted a Concur-
rent Utilization Review Program which would review
Sﬁ?CIfIC admissions for medical necessity {.25]. Under
this program the lcngth-of-stay at the fime of ad-
mission Is estimated and automatically reviewed at
various intervals during the hospital stay. Moteover.
Rluc Cross/Blue Shield of Michigan attempted to in-
stitute a new reimbursement policy for physician ser-
vices. The most important element of such a program
was to establish a uniform maximum pa(?/ment regard-
less of geographic area of practice an re?,ardless of
whether a physician is a specialist or generalist. It was
hoped th..t this payment method would encourage
Bhysmlans to practice in areas which arc underserved

ecause of traditional low reimbursement as well as
put a lid on physician anments [26]. .

An examination of these programs suggests that it
was in the economic interest of Michigan Blue Cross/
Blue Shield lo implement cost containment measures
beyond thS|C|an monitoring since their Iarge market
share and large number of cnrollccs enabled them to
accrue most of the cost containment benefits, if any.
The ‘public good* nalmc of these efforts, for example,
virtually precludes their use by small firms such as
USA. since they must incur the costs of implementin
a cost containment program, yet any benefits woul
accrue to all insurers, ~ .

There have been additional health insurer cost con-
tainment efforts. For example, the Blue Shield Associ-
ation has informed physicians that they will no longer
pay for 18 surgical procedures arid 10 diagnostic pro-
cedures on a routinc basis. Written justification by the
physician will be necessary before payment can be
authorized for such procedures as hysterectomies and
certain types of angiocardiograms (27_], In addition,
Hluc Cross and Blue Shield” Associations have sug-
ﬂeste_d lo their member plans that they pay for routine

ospital admission tests for surgical patients onl
when tests arc sPemflcaIIy ordered by physicians [28f{
The commercial insurers, in contrast, have generally
offered to employees henefit packa?es which ‘have in-
%Izugded large deductibles and substantial copayments

It is of interest to observe that cost containment by
small and huge insurers have similar counterparts in
the public sector. Utilization review, as carried out by
the Professional Standards Review Organization, is
not unlike aspects of physic.,in review by U.S. Admin-
istrators. Prospective reimbursement as can' d out by
many stales is not unlike prospective rcimbur; rnent
conducted by Blue Cross/Blue Shield of f higan
[30]. There is one difference in both of ihesc ﬁro-
grams. however. Under private sector auspices there
are incentives to contain costs, in order to maximize
piofits (or. in the ease of Blue Cross, lo avoid losing
cnrollccs), where no such incentives exist under a
iciuilaloty framework.
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IMPEDIMENTS TO HEALTH INSURER
COST CONTAINMENT

~In spite of the cosi-conscious behavior of manK
insurers, Iherc arc a number of impediments whic
limit the ability of insurers to contain costs. The U.S.
tax treatment of health insurance Fald by employers
is such an impediment. Since health care premiums
paid by employers are exempt om U.S. and local
Income taxes, as well as from social security taxes,
there arc incentives for employers to provide
employees with increased health care coverage rela-
tive to increases in wages. In addition, individuals can
deduct from their income tax up to SI50 GO of the
premiums they pay for health insurance [31]. These
Incentives for increased health insurance coverage
make it increasingly unhkng that employers will offer
health benefit packages with ample copayments and
high deductibles which allow for greater consumer
awareness of health care prices. Changes in the tax
laws to make health care po miunis paid by
employers subject to income and >(her taxes have
been suggested by many observers [321
A second impediment may be the threat .f phys-
ician hoycott or thswlan retaliation lo insurer cost
control “efforts. In a wcll-documcrtcd case, Aetna
Insurance Company, in the earlg/ 1970s. attempted to
monitor closely physician fees [33]. Physicians began
writing letters "to medllcalgournals urging hoycott” of
Aetna for the alleged interference with fee-setting per-
ogatives of physicians. If a firm were to question
further a physician's judgment on particular pro-
cedures, one might expect even greater opposition
from physicians. In another matter involving pro-
fessionals, the U.S. Federal Trade Commission
recently secured a consent agreement with the
Indiana Dental Association whose dentists object to
insurer interference into the dentist patient relation-
ship. In the settlement, the dentists agreed not to
enz(eage in collective action against third parly insuters
[34]." Finally, in Michigan, a number of physicians
objected to the above-mentioned reimbursement
R/Io_lcy. Numerous resolutions were passed by the

ichigan State Medical Society u.rgmgi its physicians
lo withdraw their participation in Blue Cross/Blue
Shield of Mlchlgan FSS].. - . N

A third impediment 1s the difficulty in curtailing a
large number of medical procedures which engiender
some positive benefits {Jmedmal efficacy) bill arc
outweighed, lo some degree, by their costs'economic
efficiency) f36]. Suppose a .new_[procedure cost, say,
§1000.00 and' yet the henefits (if t
tained) were miniscule. Most instiiers have generally
allowed the medical procedure to proceed, but if the
insurer is to hecome involved in these eases in the
future it will be a complex lask. Moreover, ii has been
suggested thal a substantial portion of |ncreas|n%
cosls in health care stem from new technologma
advances that hospitals are compelled to introduce
under request from physicians [37].

it winni MIME polio aiii kmii< ks
IN COST TONIUnmi ni

A number of cost containment strategies have
recently emphasized lhe role of the insuier in cost

they could be ascer-

9

containment. Proposals by Havighurst and Hack*
barth have stressed the need for tax incentives to
encouragge employees to select insurers which contain
costs [3 I] Professor Enlhoven's Consumer Choice
Health Plan (C.C.H.P.) envisions employers offering
an array of comﬂetmﬁ health maintenance or?amz-
ations as v'cl! as health insurance plans to employees
[39]. Enthcven suggests that consumers will generally
select ‘limited provider' plans in which consumers
would receive care only from participating physicians
or from traditional health maintenance organizations.

Each of These public policy alternatives treat the
health insurer, be it the traditional health insurer or
the health maintenance organization, as the pivot
from which cost containment will evolve. Tire pro-
posals suggest that cost containment will take Flace
upon the Insistence of the <nrployec and emﬁ)oyer
who arc both concerned wiin rising cosls, Employers
already have incentives to contain cosls since In most
cases they are responsible for the full costs of the
health care premium.

FUTL'RE HOLE OF HEALTH INSIHER COST
CONTAINMENT

There appear lo be good reasons to expect insurer
cost containment to be a growm%factor in the future
in the United States. Some of Ihe reasons why one

"“would expect increasing thiid parly activity would in-
clude:

(1) Cost containment by tire public sector has not
been found lo be a mcccss. A number of recent
studies have shown i .. both prospective reimburse-
ment and ccrtificate-of-nced regulations, two of the
most common forms of public regulation, have not
made a significant difference in curbing rising cos's
[40], New initiatives such as the Cntler Administra-
tion's hospital cost containment bill which sets a lid
on increases in hospital costs arc also not expected to
be cfTcctive in cost containment. If opposition to the
regulatory programs results in a removal of some of
the regulatory bodies, entry might he easier for cosl-
conscious insurers as well as HMQ's. For example, a
number of states now regulate the rates which hospi-
tals can charge. If the states are successful in regu-
lation, hospital rates may he kept artificially low.
Since traditional fec-for-scrvicc cnrollccs experience
Fmatcr hospitalization utilization than alternative de-
|ver¥_ system enrollecs, regulation of hospital rates
benefits fec-for-scrvice disproportionately more than
the HMO cnrollccs. Entry of HMO's and alternative
delivery system may therefore he discouraged. If slate
hospital rate regulations arc ".fled, one orl?.ln e-.prc!
(t;reater entry of HMO's and alternative delivery sys-
ems.

(2) Increasing costs of health care should lead to
new entry of alternative delivery systems which
should increase the degree of competition among
plans. In the last few years as health cate cosls have
Increased most rapidly a large number of new HMQ's
and new initiativexby Blue Cioss have been devel-

jK'd. - .
(3) As health care costs incicase employees mlqht
rationally desiic to substitute increased wages for
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comprehensive health care plans. One might also
expect to observe an mcreasm? number of cost-cons-
cious insurance plans lo be offeicd to employees by
emplo¥ers. _ .
(4) To the extent that providers arc able to shift
costs lo the less vigilant insurers, relative costs of the
less vigilant insurers will rise relative to the more
active nsurers. This may put more pressure on the
less active insurers to increase their cost conscious-
ness.
. 55) A predicted ‘ovcrsupply’ of lysicians might
induce providers to enter into contractual relation-
ships with cost-conscious insurers or HMOQ's. Re-
lationships of this sort might provide competitive
advantages lo these insurer groups. .
Nevertheless, even with active third party involve-
ment in cos: containment, il would he unduIK
optimistic lo believe that the Problems of rising healt
care costs have been solved, I! seems certain, however,
that as the costs of health care escalate both private
and public health insurers will be forced to r_.isidcr
the costs and bencf'** of cost containment prorccuircs.
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May 24, 1983

CSSSHB 7 (FIN): An Act relating to motor vehicles; and providing
for an effective date.

The Administration is not in favor of a mandatory automobile liability
insurance system such as proposed in CSSSHP 7 (FIN). The principal
reasons for this position are:

1. Administration of the program is expensive and would necessitate
a substantial bureaucracy to administer and enforce.

2. The cost of insurance 1is higher in a mandatory system. This
is due to elimination of exclusions in the policy, elimination
of defenses available to an insurer, and increased insurer
administrative expense.

3. Mandatory systems do slightly increase the insured population,
but do not produce a commensurate reduction in loss caused by
the uninsured operator.

4. The economically disadvantaged have less real personal need
for liability insurance from a protection of assets viewpoint
and this acts as a disincentive for compliance with a mandatory
system.

The North Carolina/Virginia experience suggests that comparable, if not
superior, inroads can be made on the uninsured population through a

strong financial responsibility law and a mandatory offering of uninsured
motorists coverage. Last year, a number of impediments to the smooth
working of our law were corrected, but it is too soon to say how effective
those changes will be in this State.

What is more to the point is not how many drivers are insured, but how
many people are experiencing uncompensated loss caused by an uninsured
motorist. Accordingly, we recommend as an alternative to the proposed
legislation, a substitute that would mandate an offer by every insurer
writing automobile liability insurance in this State, of uninsured and
underinsured motorists coverage, bodily injury and property damage in an
amount at least as great as that purchased voluntarily for bodily

injury and property damage liability. The offer currently exists only
for basic limits uninsured motorists bodily injury coverage. This would
allow the insured motorist to protect himself from losses caused by
uninsured or underinsured drivers. These recommendations have been
incorporated in this bill as Sections 14, 18, and 19. We suggest all
other sections be removed.

»
[ -

Richard A. Lyon, Commissioner”
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it's become part of the folklore of our motorized sqciety A responsible citizen is driving down the
street when an aging clunker roars past a stop sign and shuns into Mr, Citizen's ca'r, sending it lo the
junkyard and its owner to the hospital. Th'efdriver of tho cliinker has no assets, little income, and—of
course—no liability insurance;

Sloties about uninsured drivers usually bring expressions of outrage from listdiners, along with com-,
'meritsTike: «There oiighta be a law!” "In several states inCVe are laws that make Ita crime to drive
[.without liability, insurance. This type of law has heen.muhe books more than 50 years in Massachiusctis
and more than 20 years in New York arid North Carolina’. Whether these laws arc in the best interest of
the public;'however, is a subject ol great controversy.

No one doubts Inafuninsured drivers are a widespread problem in tbe,Unitec| States. The actual
number of these drive'rs*fs noi known, however, and eslirnatt's'vary considerably.'[Manyobservers Would
agree that somcwhere'around 20 percent,of the automobiles on the road are not covered by iability in-
surance, with the percentage differing sharply from one state to another. There are indications that the
number has been glowing recently,; perhaps because inflation is putting a squeeze on the pQc]<ethooks of
more car Owners, who gamble on not having  cement rather than pay the juice ol insurance.

HHoricid Background fiuiVp'--

|lIninsurerrmotorisls weren't a serious problem during the first decades of the auto,nobiic.. .The new
motor cars were playthin®lc ite'Ttffhijefft, who had (lie assets to pay for any harm caused by llieic?;
negligence. By 1920, car ownendnp luid'spremt to many low-income families with little property that

could be seize" io'pay for damages they caused in acciddnts.' Liability insurance seemed to.offer’ihc only m
SQlutjon to this problem; ;>eV t ‘W AT A St mem' o+ m Ctw

19272

, Kevind Nnvemtjer 10, 11952, Slncv tvt-"ntt irioyc repiclly. ymEiitay want tv ih¥ct< tv sec If Ht*Infor ui>Tjon t stMcurrent—particularly Ifyou'rc.v'Ing. Uitift i rtletrncfc KmyrJime Mirr*
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Mosl slates.; however, took amirferent approach to the problem. A proposal for a financial resppri-

a liability insurance policy, in 1928 the American Automobile Association issued a nj'odel fina-iciaf Vpoii;
mibility: bill, vyhich Wascendorsed b9 nVanVinsyr pce,\}*grg_pd%ieil awi Qtpgr’_ggupi.y_ﬂgsﬁtead of taking the”
dbmpiilsory insurance ro)ﬁte, the other states enacted Tinancial respbiislbilicy: laws:

Thrge dernides passed before a_nlother state fyll_owed_l};]essachuset};s’ lead; -In 190M>a compulsory iu-
suranee systemAvas established in A'ew York arTd in 1.957 North' Carolina became-the third state'wjth a =
compulsory system. .

*Today some,50 states have compulsory liability insurance laws and one slate, Florida, requires p t-
sonal injury uuteeiion (no-lauii)coverage withoul requiring liability coverage. Many of these laws were-
passed in the 1970s as part of some type of no-lault packagej.raahy legal authorities believed h.o*auRJiwse

would have a stronger constituti mal footing il they compelled motorists to buy auto insurance..

How Are Cbmpulsoiy Insurance Lmvs Designed to Operate?

Compulsory insurance laws prgyScje that driving a car Without the;Acquired amount of liability in-
surance is a criminal offensc-a misdemeanor; like battery or driving while intoxicated. In theory, convic-
tion id violating the law can result in a fine oi-even a jail sentence in many states, although in reality.jail;
Stillences are cx'lrcrricly rare.

Stink compulsory insurance laws'require motorists tS show evidence ol iiisurdnce to public
authorities at least once a year before their vehicles.can be registered and license tags issued. .Usually the
proot OF InSurance is in the iorm of an identification card or sticker from the insurance company;. Most
compulsory stales u-e a .sell-eei iificution procedure in which motorists are required to ‘dgnaffidavits at-

practice, because of manpower shortages, tags arc seized inmost states only when the motorist commits
other traffic offenses that!bring him to the attention <f the police; '

Compulsory insurance laws usually provide harsher penalties for uninsured motorists' found to be at
fault in an“accident and fpr motorists who drive after their licenses are suspended.

[tS*-.



hr most drivers to pay compensation;" advocates of compulsory insurance believe Hie stale should force
.motorists lo buy liability cdverh'gsby looking il a criminal offense to drive without it
Proponents of compulsbry.in'surance argue inat it is unfair to etfpccf people to pay for uninsured

.motorist coverage to protect themselvesTrom irresponsible drivers'who are at fault in accidents. ;TheyAv/ri?

also point out that a portion of Hie collision coverage tin aujpmpi>iles goes to pay for vehicle da hage
caused by uninsured drivers..On a riatip tai average, each insured driver may be paying somewhere'
around $2U a year to proUsex.hin:seU from uninsured motorists. if these uninsured motorists are compelled
10 Inly liability gqverage; proponents say,'responsible drivers. won't have to pay that extra money.'

ArgulVtonls < Co/ipui- .ry Insurance laws

Those who oppose compulsory liability insurance laws tend to base their opposition on pragmatic
rounds; aithough they may also use ethical or-philosophical arguments.
Opponents’ main arguments are that compulsory insurance laws: (I)xan't be bnforced well chough
to rVmm/e.uninsured drivers from Hie ibatlsp.(2) are costly 'lo administer, and (3) Increase insurance
, lemiums for responsible.drivers. Many opponents of compulsory liisurartce also argue that the state has
no right lo force lo w-income motorists; who have no assets lo protect, to buy liability insurance merely for
life benefit.of more affluent drivers.

Coil:j[»ufeory Laws-Don’t Work v

The core of llic casc'agajns.t',.conipufsory insurance laws.is the a'rgiiineiit that they simply don't work'";.-

thal'they.don't compel motorists tobuyinsurance,- These laws'are hard to'enforce because.of the nature
of liability insurance itself. Liability coverage is designed to protect the policyholderfrom losing his «eml<

Is 1likmg are of oilier people,” Dr. John W. flail* cf
~manoLihe iiisurhtir. di;jjartment at Ceqrgia®™Um Uiiiversily,.reported to tlw South. Carolina Joint

C gislati\fe 'Automobile Liability Insurance Study Committee In-1f'rho'comptil.soiy liability itfsman
for others when

resistance by drivers who neither need nor.want liability, insui ance, have failed in their, efforts to enfoi. e
ihe lews. As proof, they point io the expijnenccs of the three states that have had cmnpulspry laws the
longest and have made thostroiigesi effoitlVt0i ynfoVce t h e m : . . .y ¢
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npuisory’ insurance law,Avatched its auto insurance rates
. IniliS”, Gov: John Volpe toldihe."assacliuseUs
iemsiature that "the people of the corni..:. ;eail 1h;.ve lost confidence in our ‘compulsory automobrid in-
sump e system, 5 Alter. 53 yearsiof cgmpulsory Insurance, the number of uninsured vehicles i |n7 .
MaScdchusetts"stllt presents a serious problem' -l
V- - Ne% _Erk adopted a compulsoryyllqplll_tyaip§urpplt
compulsory law was passed." A 1978 study four I thrt ii5 percent of a sample of 9,345 cars were unin-
sued. £ XY /-53KUASHAINISE 3 1A TTIE
The i\>jiv York Deity /Ven-s.studied ihe states con J s in*-trance system in'1963  Lreported,
.“I'he compulsory insurance law .. .(has) failed ic.'lserably lo achieve its aims'' Insurance companies despise
- it,.the .Motor Vehicles Department is strffcrin®? with it, die district attorneys won't prosecute on il and
police departments tlon't enforce it.. a- faras v . ... Id determine,.no uninsured driver lias
rl n enttojail, nomatter'whatjiunian or property damage 'lie'Jias cWsed.d.V'
Even in North Carolina, the state regarded by tnriny observers to have dpnd, the most effective job of
enforcing compulsory liability insurance, many vehicles are still uninsured after 23 years >i well financed
and highly sophisticated enforcement efforts.
The most dahiuiug proof that compulsory liability laws don’t work"; opponents maintain, is flic fact
.that all the compulsory states require insurers to offer uninsured motorist coverage and that most drivers 7T
buy il. privers in compulsory stales at» car rying a double burden: paying the premiums, for uninsured
motorist'coverage and also.l Iring tt cost yi tiylrig In enforce.Hut compulsory insur nee law
Drivers who don't want tobuy liability insurance find il easy to ev ide compulsory insurance laws.
Probably the most common technique of evading compulsory laws is called insuiance dodging. The

motorist goes to arnnsitraiTi . agt ~ J.appliesifrir liabllIf~'cc>Veriiiie_lii ordfc); tefTfiEs?t airjn5ifrabcftjden*..77v-7

over (irked sfate burenuc racy'gci v, me! to taking'any action,* Even then llie police, who mi"ri give

[ prio 1isMojhore serioiis crimps,'d.'i"" « w nough manpower to send officer?-outfto confiscate the license
tags '
Cv( n if they are prosecuted and corivi ncc"dodgers.hnye. .
THYUAKsULt *T T

e | JOLE:vrxdris* o A

yoop.oo v
N y [}
1, v sorne _rpset:who g?w p,oth l\JN(J}rSIGI than refusse u Iniy.iisuirahce.” Tn'short, Insurance dodgersjacc little

y
risk. -
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Compulsorsi iaws™Are Costly W-AvAaltyri? "
.The second.major i tompulsbry laws is that they are too costly toad- £ -":M

tive dnforcemelaTprogfam. The program is supervised by flie Department of Motor Vehicles at a cost of
mmi0k $1.3 million a year, -All of the record-keeping and form . pr« patation is done by a sophisticated com-
puter system provided by the state Department of Trausporlaliun at aii. annual cost of ab( ut STtS million.
plates a year at an .tmriual.cost of moVe than .half a million dnliais. . -
After New York passed its compulsory law, the cost of enforcement rd:c. to mure linn $7 million a
year. Inan effort to cyt Unse high costs. New York went to a self<ertlficaiion program iu_li)71. This
W~ @4fS THVT
South Carolina, with n much smaller population than Now York, reported that it spent $1.3 million in
Ilie fiscal year ending April. 30,1579, to enforce its conipiiisdiy law.
m
insurance law was "bogged down in a bureaucratic morass" in the Department of Transportation because.
of "poverty and lad; cf stall to"administer die program:" A department Official said 40,000 notices of
cancellation’or lapses poured jnto the department every month and declared: "Well ncYer he current.” 7
Today, however, Pennsylvania requires;cancellation notices.only during the first six mprjlhs of the policy -
Nand the ch'partment is quite current,
The California Department of Motor Vehicles, after studying Calilornia's compulsory insurance law in
d0Jfi, reported that "if nil social costs associated with this.urogram are considered, this program Is‘almost

drivers tn um.ormu are nnanc.a-ty resro,s,.ie as.yr.cpt,sequence oi urn program.

Higher Rate* For Responsible Priors

Opponents of ccBp#sdry insurance laws argue that these laws cause Insurance premlums to go up
A 77 ‘m " YV TT 7. =
fur respoir™iivie drivers. W VAR A St
Part of this increasl conies'.from m@ higher eperating costs of meulrancewmmaamesf which mist . . AA1m
issue idenjific «ii. <arc r or stickers to all tlicii policyholders and may iiave to notify the slate every time a
'‘customer fails to renew, or i..ocels, a policy or doesn’t pay the balance of his premium.
.Wol?l))%

But most of the Increase; opponents maintain; results from the higher accident rﬁesamong man
the formerly uninsured drivers who are forced to buy insurance!
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Jy Sirs jority nf safe and io'pn»$:ble drivers," s.iid
Dr. Hall, “arc forced to Include high-risk dr,)iversjamong then_insureds. As tAhesghigp-rideHve{sMincr%r " i" 1

el fe e .. . -o- -1y 1 ACRy
Ioss,eﬁ,r*tpeyfgtlpggructure wu'l e af ecte an%nrplg gry_ergl_l Jra?es must, glge.ﬂ* S

Massachusetts adopted compulsory insurance in 1927, By 1938*its cfitim.Jiregpency per thousands - f t: A A
COYMIA PN BKR[HpHA A Agrefip" Y r=T~i" o m

1968. When he reported: “The personal Triiury claims frequency in the comhionwe"lﬂmisT 18 times tAh'éft"Bf3 2a*B S b
the next highest state (which also happens toMe-» compulsory slate), and twicé'merlational"av'erage. This

clgmhs Eregut_en.cy)mayrb%.dgrecSIy relj:ed, to our hlgh insurance costs.-ahd _a_Isnggg»pg]trtﬁ,llhA% ifonfeltisittii .'Fh.lt

under our comﬁuiso?y system, Massachusetts motorists have become more cIdims conseidus than those in - - A »
other states.”

Alternatives to Compulsory Insurance.,
Those who alives: (1) strong financial Ay
responsibility laws and (2) Insurance covi r.-ecs tli.il motorists can buy lo pri/ect themselves horn Ids: «

cau'sretgabBy”%‘r{éﬁred dri(/e‘%gzgsmdtf'?m% opatth 1>

Financial responsibility laws have beenln rise sin< 20s. The: !.ws do not require insurante .-
| «fore mars can be licensed arid they ho, hot make it a criminal offense to drive withoutTnsuriince. I'Vhcri
motorists are involved in an accident “geiieiidly brie resulting in bodily injury or in more than a specified
amount of property damage), financial responsibility laws require them to show proof that they will lie
able to pay damages that might to awarded tc. | titer accident vId'tns. Generally, they can do this with a . ;
liability insurance policy providing minimum required benefit limits, by posting a bond for the same
aihouill, 1a by depositing cash or securities hi that amount. Failure to do one of these leads insusptr. on

o &Qgp<op§nt?_of compulsory insurance sue several advantages, in financial responsifility, laws . They, arc -
aimed only at drivers who cao-.e nccidt nts, not at every driver in the slate. As a fesiilt, tin- cost of cn*

Petmound front fliosc \ ho can't afford-to buy ingurance and 116 who Fave no'tiédd for liability , +1,”

Tetovi 1 tiii Tsx 1/ 11111 %X Lo ofee ¢ "uuiiio iiivv. OMUiii miv. odiiit Liin.ci wrno uuio niawn-u <ua
neighboring North Carolina,'with.the'nation's'host'enforce'd coinptilsory law." Iv*' ;" "

Since neither compulsory laws nor. financial responsibility laws can remove all uninsured drivers
ffom tile road, llrjr,> onib*hnnoge mmniiltTrit-V/Tn\vc; fornmfiienH t.inl n>7ifri1;lsfg[§;9j\i/¥9F>i«ir bikin insuitdnde

coverage to protect themselves from irresponsible drivers;*'
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Uni; surcM fuoloris} coverage lias long been available in every slate. Often ii can be purchased Wi h
.limits as high as the liability I|m|ts carried by the driver. When the driver is in an accident with an unin
Xv M 1 KMVE AL Ny ;
smed motoristjdjte.rnsh insurance’ company will pay hlm dama es that the uninsured driver is legally - oo
obligated to pay.d*
Underinsiired motorist, coverage I-ecoming available in most states. This new coverage

coverage that are inadequate.

Uninsured motorist coverage in many states does not provide protection for damage to property, n
those states, of course, motorists ran still protect their vehicles by buying collision coverage.

In states with ho-fiull laws, personal injury protection .coverage is provided to all insured drivers.
This'coverage reimburses policyholders for their own medical expenses and lost wages without regard It
fault, h stales withe.!! lio-faultlows, medical payments coverage is available with limits up to $25,000.. A
Iciss-nf-income coverage is also available froui auto ipsurers.

'Opponents of compulsory .lav/s argue that it's betler to let,affluent drivers pirovidc their own in-
surance protection r
and can't afford, This approach, they believe, is les<

compulsory law, plus paying the hi
Conclusion,m i'-

Il seems clear that' no stale lias been able to solve the problem of uninsured drivers with a com-,
pulsory'insurance law. Even the b'esi-enforced compulsory laws have been no'more successful at remov-
ing tininsui'ed drivers than good financial responsibility laws. In a free society, it is impossible to force-
large numbers of people to buy something they don't need and can't afford. No state government is will- .
ing or able to take the steps that would be necessary to.fully enforce a compulsory liability insurance law*..: :S;- A
Since compulsory laws are ino more elfecQvg thart financial responsibility laws, there seems to be no

point in spending yasf*houhts of money and harassing millions of motorists in futile attempt's to enforce

them.

Fdr responsible motorists, the more practical route is look after weir OWN protection, rather than V;
rolyint} on uncufiuceable JAWS. Protection is readily available It moderate cost in the term of uninsured
‘*and underinfjred .motorist coverage* MEAIt al payments coverage, and |OSS'Of'incqme coverage, hi no-laul
states, personal injury protection coverage offers even greater protection. _| . ye.
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MEMORANDUM

TO: Representative Joe Hayes
Attention: Jeff Oay

FROM: David Teal [fil
Research Staff

RE: Automobile Liability Insurance
Research Request Number 83-128

Jeff Day, of your staff, asked for information relating to automobile
liability insurance. More specifically, he requested the latest esti—
mates of the proportion of uninsured motorists in Alaska, the number of
vehicles registered in the state, the number of licensed drivers, and
thr amount of property damage and personal inju caused by uninsured
motorists.

Insured vs. Uninsured Motorists

As you may know, automobile [liability insurance policies generally
cover some persons not named on the policies; as far as the insurance
provider 1is concerned, the unit of exposure 1is the vehicle, not the
policy-holder OI the number of potential operators. This factor makes
determining the number of uninsured drivers very difficult and is the
reason that data are usually presented in terns of uninsured vehicles
rather than uni nsured persons.

The Division of Insurance prepared statistics on the number of uninsured
vehicles in Alaska, but included several caveats in the analysis. (See
Attachment A.) That study used information from several sources and
jroduced two estimates of the number of uninsured vehicles during
several years. The estimates are so dissimilar that one must question
their value. For example, the estimate of uninsured vehicles in 1980
was 40.5 percent by one method and 11.0 percent by the other method.

A third method, which was used by the Division of Drivers®™ Services in
the Department of Public Safety, is likely to provide a much better
estimate of the proportion of motorists in Alaska that are uninsured.
The division reviewed records of accidents that occured during January
of 1981 and foiu.d t;hat per cent of motorists involved iIn accidents
were uninsured. A repeat of the study in January of 1982 showed that
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20 percent of motorists were uninsured. Applying the 20 percent figure
To" the vehicle registration statistics presented later in this memoran—
dum produces an estimate of about 100,000 uninsured vehicles 1in the
state. Figures for 1983 have not been compiled.

Li abi 1ity Limits

Jeff Day noted that liability limits of $100,000 per person (to a maxi—
mum of S300.000 per accident) for bodily injury and $50,000 for property

damage--traditionally written as 100/300/50--are "standard"™ and wondered

how many insured drivers currently carry less than this amount of
liability insurance. 1 was unable to find any written record of the

number of motorists that purchase more 1insurance than 1is required hy
law, but it 1is worth noting that Alaska currently requires 25/50/10

and that Hawaii 1is the only state with higher [limits than Alaska.

(See Attachment 8.)

The only way to determine the number of policies written for [limits

higher than the minimum 1is to contact the individual 1insurance com—
panies. A reasonable estimate could be obtained by contacting State

Farm, Allstate, Criterion, and United Services. Together, those compa—
nies 1insure about 70 percent of Alaska®"s motorists.

1 was able to contact Allstate and State Farm Insurance Companies, and

spokesmen for both said that their most common coverage 1is 100/300/50.

In this sense, the 100/300/50 policy 1is the industry standard. Ac—
cording to Scate Farm Insurance, the additional cost of 100/300/50

amounts to only about $20 per year more than the 25/50/10 coverage.

The company also pointed out that law suits now commonly exceed Alaska®s

current minimums.

Damage and Injury Caused by Uninsured Motorists

There are no requirements that records on this subject be maintained.
Don Koch, of the Division of Insurance, stated that he wouldn®"t even
he able to "gtiesstimate" because he felt that much of the damage is
unreported and/or uncompensated. A similar opinion was expressed by
representatives of the insurance industry.

As you may be aware, uninsured motorist coverage 1is a mandatory offering
in Alaska. This means that insurance companies must offer the coverage
and inform clients of its availability. There is no requirement that
the coverage he purchased.
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Registered Vehicles_and _U_censed Drivers

According to Sharon Naus, of- the Division of Drivers” Services in the
Department of Public Safety, there were 3 16L797 persons holding valid
Alaska drivers license”™ on January 10. 19837 She also reported that
"107,870 vehicles were registered in Alaska in calendar year 1982. The
following table shows the number of registered vehicles by vehicle

type.

Motor Vehicles Registered in Alaska
Calendar Year 1982

Vehicle Type Number
Passenger Auomobiles 217,719
Motorcycles 14,504
Commercial Trailers 10,079
titility Trai lers 37,999
Commercial Trucks 19,361
Pi ck-ups 106,851
Buses 1,357
TOTAL 407,870

Source: Department of Public Safety 3 M

*

In addition to material obtained from the Division of Insurance, 1 ain
attaching a recent House Research Agency memorandum on the subject of
compulsory insurance. If you have questions about information presented
in this memorandum and 1its attachments or have additional questions,
please call.

Attachments (

A) Alaska Drivers: Insured vs. Uninsured (Division of Insu.ance,
undated)

8 Liability Limits (Division of Insurance, undated)

C) Research Request 83-48



ATTACHMENT A

ALASKA DRIVERS
Insurel vs. Uninsured

Tne division®s statistical needs respond to rate-making and solvency
issues. Nevertheless, 1t has made an attempt to obtain some feeling
as to wnat portion of the public may be uninsured. Unfortunately, a
number of caveats must be placed on this information. The sources

for the data used in tne 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 1its accuracy.

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

The data that follows is useful for "guesstimating” the percentage
of insured motor venicles in Alaska. It does riot relate 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 cf exposure, as far as the insurer is concerned, 1is the
number of vehicles not the number of potential operators.



Cnart 1. (From Divi slon of Insurance 1982 Statistical Analysi S)

@

Year

1975
1976
1977
1978
1979
1980

@
@

®)

Q)
®)

@) 3 5
Regi stered Ingu%ed (Q? (%?
Autos Car Years Insured Uni nsured
199,536 117,355 53.8 4 .2
221,386 120,964 54_6 45.4
226,389 121,635 53.7 46.3
232,425 123,581 53.2 46.8
229,403 132,391 57.7 42.3
230,040 136,895 59.5 40.5

This column 1 on a calendar basis.

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

Regular
- Personalized
- Call Letter
- Other, including legislator, historic veliicle
- Pickups and vans
- Farm trucks

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

an adjustment to .separate., the..p.ickups. and .vans from that
uidiii.i.iuaL.iun, oased-un-tne relationship during 197*7-79 - -
of the pickups and vans classification to the freight-

light trucks classification. Official automobiles (State,
federal arid 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 T”om the Automobile Insurance
Plans Service Office (AIPSO), a licensed rating organiza—
tion for this State. Included are voluntary and assigned
risk nonfleet private passenger vehicles insured. An
insured car year is one automobile insured for one year,
so that, if a car is insured for six months, that would be
1/2 car year.

= O3 O
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