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c -  = r :
s u f f e r i n g  i n c u r r e d  f r o m  t h e  a u t o m o b i l e  a c c i d e n t *  Damage t 
o r  p e r s o n a l  p r o p e r t y  i s  n o -  r e c o v e r a b l e  u n d e r  a n y  o f  t h e  " 
p r o g r a m s ;  t o r t  s u i t s  m u s t  b e  b r o u g h t  t o  r e c o v e r  d am age  f o r  r e p a i  
c a r s ,  r e p l a c i n g  t e l e p h o n e  p o l e s ,  e t c .

S i x t e e n  S t a r e s  e m p l o y  a l l  o f  t h e  a b o v e  f e a t u r e s  o f  n c - : a u _ *  
a u t o m o b i l e  i n s u r a n c e .  A l l  d r i v e r s  m u s t  c a r r y  t h i s  f i r s o  p a r t . /  
i n s u r a n c e ,  and  c e r t a i n  t o r t  a c t i o n s  a r e  b a r r e d  up t o  a  c e r t a i n  
money a m o u n t .  T h e s e  16  S t a t e s  a r e :

C o l o r a d o
C o n n e c t i c u t
F l o r i d a
G e o r g i a

M i c h i g a n  
M i n n e s o t a  
N e v a d a  
New J e r s e v

Hawaii
K a n s a s
K e n t u c k y
M a s s a c h u s e t t s

New Y o r k  
N o r t h  D a k o t a  
P e n n s y l v a n i a  
U t a h

S i g h t  S t a t e s  a l l o w  i n s u r e r s  t o  o f f e r  f i r s t  p a r t y  b e n e f i t s  
c o v e r a g e  on  an o p t i o n a l  o r  m a n d a t o r y  b a s i s .  S i n c e  t h e  p o l i c y h o l d e r  
i s  s o m e t im e s  n e t  r e q u i r e d  t o  p u r c h a s e  t h i s  k i n d  o f  i n s u r a n c e ,  he  i s  
n o t  b a r r e d  i n  any  way f r o m  b r  . a g i n g  t o r t  a c t i o n s  o f  a n y  k i n d  i n  any  
am oun t  f o r  r e c o v e r y  o f  d am ag e s  f o r  p e r s o n a l  i n j u r i e s .  The  am oun t  
t h e  c l a i m a n t  r e c e i v e s  i n  b e n e f i t s ,  h o w e v e r ,  may b e  s u b t r a c t e d  f r o m  
any  l a t e r  am o un t  a w a r d e d  i n  a  t o r t  s u i t .  L i k e  t h e  16 m a n d a t o r y  
S t a t e s ,  t h e  e i g h t  o p t i o n a l  S t a t e s  l e a v e  t h e  r e c o v e r y  f o r  p r o p e r t y  
damage  e n t i r e l y  up t o  t h e  t o r t  s y s t e m .  F o u r  o f  t h e s e  e i g . u t  S t a t e s  
r e q u i r e  t h a t  f i r s t  p a r t y  i n s u r a n c e  be  p u r c h a s e d  b u t  t h e y  d o  n o t  b a r  
t o r t  s u i t s  t o  s u p p l e m e n t  t h e  i n s u r a n c e  p a y m e n t s .  T h e s e  a r e  t h e  
e i g h t  S t a t e s :

A r k a n s a s
D e l a w a r e
M a r y l a n d
O r e g o n

S o u t h  C a r o l i n a  
S o u t h  D a k o t a  
T e x a s  
V i r g i n i a

M a n d a t o r y  S t a t e s  
C o l o r a d o

C o l o r a d o ' s  A u t o  A c c i d e n t  R e p a r a t i o n s  A c t  was  a p p r o v e d  May 2 5 ,  
1 9 7 3 ,  a n d  b e c am e  e f f e c t i v e  A p r i l  1 ,  1 9 7 4 .  T o r t  l i a b i l i t y  f o r  
d am ag e s  i s  r e s t r i c t e d  by a  $ 5 0 0  t h r e s h o l d  f o r  m e d i c a l  a n d  
t i o n  c o s t s .  I n j u r y  r e s u l t i n g  i n  p e r m a n e n t  d i s f i g u r e m e n t ,  
d i s a b i l i t y ,  d i sm e m b e rm en t ,  d e a t h ,  o r  l o s s  o f  e a r n i n g s  f o r  
52 w ee k s  w h i c h  i s  n o t  . c o m p e n s a t e d  by  an  a p p l i c a b l e  c o m p l y i n g  p o l i c y  
a r e  a l s o  g r o u n d s  f o r  s u i n g  i n  t o r t .

g e n e r a  
r e h a b i l i t a  
p e r m a n e n t  
more  t h a n



N o - f a u l t  c o v e r a g e  i s  r e q u i r e d  o f  a l l  o w n e r s  o f  a l l  v e h i c _ e s  
e x c e p r  c p s r a c o r s  o f  m o t o r c y c l e s , m o t o r s c c o t e r s , m o t o r b i k e s ,  snow ­
m o b i l e s  and  o t h e r  v e h i c l e s  d e s i g n e d  p r i m a r i l y  f o r  c f f - t h e - r o a d  u s e .  
L i a b i l i t y  i n s u r a n c e  w i u h  l i m i t s  o f  $ 1 5 , 0 0 0  p e r  p e r s o n  and  3 3 0 , 0 0 0  
p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  and  3 5 . 0 0 0  f o r  p r o p e r t y  dam age  i s  
r e q u i r e d .  F i r s t - p a r t y  b e n e f i t s  i n c l u d e  up t o  £ 2 5 , 0 0 0  f o r  m e d i c a l  
and  an  a d d i t i o n a l  $ 2 5 , 0 0 0  f o r  r e h a b i l i t a t i o n  c o s t s ;  1 0 0  p e r c e n t  o f  
w ag e s  l o s t  up  t o  $ 1 2 5  p e r  w eek  f o r  o n e  y e a r ;  r e p l a c e m e n t  s e r v i c e s  
a t  a r a t e  o f  $ 1 5  p e r  d a y  f o r  o n e  y e a r ;  a n d  $ 1 0 0 0  i n  s u r v i v o r  b e n e f i c s  
w h i c h  a r e  p a i d  t o  t h e  v i c t i m ' s  e s t a t e .  B e n e f i t s  a r e  p r i m a r y  e x c e p t  
w o r k m e n ' s  c o m p e n s a t i o n  i s  d e d u c t e d .
C o n n e c t i c u t

C o n n e c t i c u t ' s  n o - f a u l t  l aw  was  a p p r o v e d  May 1 9 ,  1 9 7 2 ,  and  b e ­
came e f f e c t i v e  b e g i n n i n g  J a n u a r y  1 ,  1 9 7 3 .  P u r s u a n t  t o  t h e  l aw  an  
a c c i d e n t  v i c t i m  may n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  h i s  
m e d i c a l  e x p e n s e s  e x c e e d  $ 4 0 0 ;  o r  u n l e s s  h e  s u f f e r e d  a p e r m a n e n t  i n ­
j u r y ,  p e r m a n e n t  l o s s  o f  a  b o d i l y  f u n c t i o n ,  a  b e n e  f r a c t u r e ,  p e rm a ­
n e n t ,  s i g n i f i c a n t  d i s f i g u r e m e n t ,  d i s m e m b e rm e n t ,  o r  d e a t h .

T h i s  c o v e r a g e  i s  r e q u i r e d  f o r  a l l  v e h i c l e s  e x c e p t  m o t o r c y c l e s .  
L i a b i l i t y  i n s u r a n c e  o f  a t  l e a s t  $ 2 0 , 0 0 0  p e r  p e r s o n ,  $ 4 0 , 0 0 0  p e r  
a c c i d e n t  f o r  b o d i l y  i n j u r y  a n d  $ 5 , 0 0 0  f o r  p r o p e r t y  dam age  i s  a l s o  
r e q u i r e d  i n  C o n n e c t i c u t .

T h e r e  i s  a $ 5 , 0 0 0  o v e r a l l  maximum on  f i r s t - p a r t y  b e n e f i t s  w h i c h  
i n c l u d e  c o v e r a g e  o f  m e d i c a l  c o s t s ,  l o s t  w a g e s ,  r e p l a c .  menu s e r v i c e s  
an d  s u r v i v o r s '  b e n e f i t s  a s  w e l l  a s  f u n e r a l  e x p e n s e s .

T h e  b e n e f i t s  a r e  p r i m a r y ,  b u t  w o r k m e n ' s  c o m p e n s a t i o n  i s  d e d u c t e d .  
F l o r i d a——— — ——— — A

T h e  F l o r i d a  A u t o m o b i l e  R e p a r a t i o n s  R e f o rm  A c t  was  a p p r o v e d  
J u n e  2 4 ,  1 9 7 1 ,  and  t o o k  e f f e c t  J a n u a r y  1 ,  1 9 7 2 ,  a n d  was e x t e n s i v e l y  
r e v i s e d  i n  J u n e  o f  1 9 7 6 .  T h e  c u r r e n t  v e r s i o n  b e c am e  e f f e c t i v e  
O c t o b e r  1 ,  1 9 7 6 .

A v i c - t - im .  c a n n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  h i s  i n ­
j u r y  r e s u l t s  i n  l o s s  o f  a  b o d y  m em be r ,  p e r m a n e n t  l o s s  o f  a  b o d i l y  
f u n c t i o n ,  p e r m a n e n t  i n j u r y  o t h e r  t h a n  s c a r r i n g  o r  d i s f i g u r e m e n t ,  
s i g n i f i c a n t  p e r m a n e n t  s c a r r i n g  o r  d i s f i g u r e m e n t ,  a s e r i o u s  n o n -  
p e r m a n e n t  i n j u r y  t h ; \ t  h a s  a m a t e r i a l  b e a r i n g  on  t h e  i n j u r e d  p e r s o n ' s  
a b i l i t y  t o  r e s u m e  n o r m a l  a c t i v i t y  d u r i n g  m o s t  o r  a l l  o f  t h e  90  d a y s  
f o l l o w i n g  t h e  a c c i d e n t ,  o r  d e a t h .

A l l  p r i v a t e  p a s s e n g e r  v e h i c l e s  m u s t  c a r r y  f i r s t - p a r t y  c o v e r a g e .  
M o t o r i s t s  m u s t  a l s o  c a r r y  b o d i l y  i n j u r y  l i a b i l i t y  c o v e r a g e  w i t h  
l i m i t s  o f  a t  l e a s t  $ 1 0 , 0 0 0  p e r  p e r s o n  and  $ 2 0 , 0 0 0  p e r  a c c i d e n r  ar.d  
p r o p e r t y  d am age  l i a b i l i t y  w i t h  & l i m i t  o f  a t  l e a s t  $ 5 , 0 0 0  p e r  a c c i ­
d e n t .



F i r s c - p a r t y  n o - ' f a u l t  b e n e f i t s  h a v e  an  o v e r a l l  l i n . i t  o f  5 3 , 0 0 0  
an d  p r o v i d e  c o v e r a g e  f o r  i r . e d i c a l  c o s t s ,  v a c a  l e s s ,  r e p l a c e m e n t  
s e r v i c e s ,  a n d  f u n e r a l  c o s t s .  S u r v i v o r s '  b e n e f i t s  a r e  n o t  i n c l u d e d ,  
b u t  S I , 0 0 0  f o r  f u n e r a l  e x p e n s e s  i s  p r o v i d e d .  T h e  b e n e f i t s  a r e  
p r i m a r y  e x c e p t  t h a t  w o r k m e n ' s  c o m p e n s a t i o n  i s  d e d u c t e d .
G e o r g i a

T h e  G e o r g i a  M o t o r  V e h i c l e  A c c i d e n t  R e p a r a t i o n s  .Act  was  e n a c t e d  
F e b r u a r y  2 8 ,  1 9 7 4 ,  a n d  t o o k  e f f e c t  M a r c h  1 ,  1 9 7 5 .

I n  G e o r g i a ,  an. a c c i d e n t  v i c t i m  c a n n o t  s u e  i n  t o r t  f o r  g e n e r a l  
d am ag e s  u n l e s s  t h e  r e a s o n a b l e  v a l u e  o f  m j e d i c a l  c o s t s  e x c e e d s  $ 5 0 0 ;  
h e  i s  d i s a b l e d  10 c o n s e c u t i v e  d a y s ;  o r  h i s  i n j u r i e s  r e s u l t  i n  d e a t h ,  
a  f r a c t u r e d  b o n e ,  p e r m a n e n t  d i s f i g u r e m e n t ,  d i s m e m b e rm e n t ,  p e rm a n e n t  
l o s s  o f  a  b o d i l y  f u n c t i o n ,  o r  p e r m a n e n t  p a r t i : . !  o r  t o t a l  l o s s  o f  
s i g h t  o r  h e a r i n g .

V e h i c l e s  w i t h  f o u r  o r  m o r e  w h e e l s  m u s t  be  s e c u r e d  by n o - f a u l t  
i n s u r a n c e .  L i a b i l i t y  c o v e r a g e  w i t h  l i m i t s  o f  $ 1 0 , 0 0 0  p e r  p e r s o n  and  
$ 2 0 , 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  and  $ 5 , 0 0 0  f o r  p r o p e r t y  
damage  i s  r e q u i r e d .

T h e  f i r s t - p a r t y  n o - f a u l t  b e n e f i t s  h a v e  an o v e r a l l  maximum o f  
$ 5 , 0 0 0  a n d  c o v e r  m e d i c a l  c o s t s  up t o  $ 2 5 0 0 ,  wage  l e s s  up t o  S 2 0 0  
p e r  w e e k ,  r e p l a c e m e n t  s e r v i c e s  a t  a  r a t e  o f  $ 2 0  p e r  d a y ,  and  s u r ­
v i v o r s '  b e n e f i t s  a n d  f u n e r a l  e x p e n s e s  up t o  $ 1 5 0 0 .  A u t o  i n s u r a n c e  
b e n e f i t s  a r e  p r i m a r y  u n d e r  G e o r g i a  l a w ,  a n d  n o - f a u l t  b e n e f i t s  a r e  
n o t  r e d u c e d  by  am o u n t s  r e c e i v e d  u n d e r  w o r k m e n ' s  c o m p e n s a t i o n  o r  
o t h e r  b e n e f i t  p l a n s .
H a w a i i

T h e  H a w a i i  M o t o r  V e h i c l e  R e p a r a t i o n s  A c t  was a p p r o v e d  May 3 1 ,  
1 9 7 3 ,  a n d  b e c am e  e f f e c t i v e  S e p t e m b e r  1 ,  1 9 7 4 .

V i c t i m s  may n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  m e d i c a l  
a n d  r e h a b i l i t a t i o n  c o s t s  e x c e e d  t h e  t h r e s h o l d  e s t a b l i s h e d  a n n u a l l y  
by  t h e  S t a t e  i n s u r a n c e  c o m m i s s i o n e r ;  o r  u n l e s s  t h e  i n j u r e d  p e r s o n  
d i e s ;  t h e  i n j u r y  r e s u l t s  i n  a s i g n i f i c a n t  p e r m a n e n t  l o s s  o f  u s e  o f  e 
p a r t  o r  f u n c t  'n  o f  t h e  b o d y ;  o r  c a u s e s  p e r m a n e n t  a n d  s e r i o u s  d i s ­
f i g u r e m e n t  wh h  r e s u l t s  i n  s u b j e c t i o n  o f  t h e  i n j u r e d  p e r s o n  t o  
m e n t a l  o r  e m o t i o n a l  s u f f e r i n g .

T h e  i n s u r a n c e  i s  c o m p u l s o r y  f o r  a l l  r e g i s t e r e d  m o t o r  v e h i c l e s .  
Owners  o f  v e h i c l e s  w i t h  l e s s  t h a n  f o u r  w h e e l s ,  h o w e v e r ,  a r e  a l l o w e d  
t o  buy  t h e  n o - f a u l t  c o v e r a g e  w i t h  a  d e d u c t i b l e  o f  $ 1 0 0 0  p e r  a c c i d e n t ,  
L i a b i l i t y  c o v e r a g e  w i t n  a l i m i t  o f  $ 2 5 , 0 0 0  p e r  p e r s o n  f o r  b o d i l y  i n ­
j u r y  and  $ 1 0 , 0 0 0  p e r  a c c i d e n t  f o r  p r o p e r t y  dam age  i s  r e q u i r e d .



' V

T h e r e  i s  3 1 5 , 0 0 0  o v e r a l l  maximum cr .  r . c - f a u i t  f i r s r - p a r t y  b e n e ­
f i t s  w h i c h  c o v e r  m e d i c a l  c o s t s ,  wage  l o s s ,  r e p l a c e m e n t  s e r v i c e s  and  
s u r v i v o r s '  a nd  f u n e r a l  b e n e f i t s .  T h e  b e n e f i t s  a r e  s e c o n d a r y  t o  
w o r k m e n ' s  c o m p e n s a t i o n ,  S o c i a l  S e c u r i t y ,  o r  p u b l i c  a s s i s t a n c e .
Kan^ a ci  % U « *  *— <—» —*

Th e  o r i g i n a l  K a n s a s  A u t o m o b i l e  I n j u r y  R e p a r a t i o n s  A c t  was a p ­
p r o v e d  A p r i l  1 1 ,  1 9 7 3 ,  and  t o o k  e f f e c t  J a n u a r y  1 ,  1 9 7 4 .  T h e  l e g i s ­
l a t u r e  r e e n a c t e d  t h e  l aw  w i t h  m a j o r  c h a n g e s  t h a t  d e a l  m a i n l y  w i t h  
t h e  t r e a t m e n t  o f  t h e  o u t - o f - S t a t e  m o t o r i s t .  T h i s  new law  was a p ­
p r o v e d  F e b r u a r y  1 3 ,  1 9 7 4 ,  and  b e c am e  e f f e c t i v e  F e b r u a r y  2 2 ,  1 9 7 4 .

U n d e r  t h e  l a w ,  an a c c i d e n t  v i c t i m  c a n n o t  s u e  i n  t o r t  f o r  g e n e r a l  
d am ag e s  i n  a  l i a b i l i t y  s u i t  u n l e s s  m e d i c a l  c o s t s  e x c e e d  S 3 0 0 ,  o r  t h e  
i n j u r y  r e s u l t s  i n  p e r m a n e n t  d i s f i g u r e m e n t ;  f r a c t u r e  t o  a w e i g h t ­
b e a r i n g  b o n e ;  a  c om p oun d  c o m m in u t e d ,  d i s p l a c e d ,  o r  c o m p r e s s e d  f r a c ­
t u r e ;  l o s s  o f  a  b o d y  m em ber ;  p e r m a n e n t  i n j u r y ;  p e r m a n e n t  l e s s  o f  a 
b o d y  f u n c t i o n  o r  d e a t h .

A l l  p r i v a t e  p a s s e n g e r  v e h i c l e  ow n e r s  m u s t  c a r r y  c o v e r a g e .  
M o t o r c y c l e  c o v e r a g e  i s  o p t i o n a l .  L i a b i l i t y  c o v e r a g e  w i t h  l i m i t s  o f
5 1 5 . 0 0 0  p e r  p e r s o n  and  5 3 0 , 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  and
5 5 . 0 0 0  f o r  p r o p e r t y  d am age  i s  r e q u i r e d .  T h e  l aw  r e q u i r e s  n o n ­
r e s i d e n t s  t o  p r o v i d e  l i a b i l i t y  i n s u r a n c e  i n c l u d i n g  f i r s t - p a r t y  
b e n e f i t s  a s  a c o n d i t i o n  o f  u s e  o f  t h e  K a n s a s  h i g h w a y s .

N o - f a u l t  b e n e f i t s  c o v e r  m e d i c a l  c o s t s  up  t o  5 2 0 0 0 ,  r e h a b i l i t a t i o n  
c o s t s  u p  t o  3 2 0 0 0 ,  l o s t  w ag e s  o f  u p  t o  5 6 5 0  p e r  m on th  f o r  o n e  y e a r ,  
r e p l a c e m e n t  s e r v i c e s  a t  t h e  r a t e  o f  5 1 2  p e r  d a y  f o r  a  y e a r  and  s u r ­
v i v o r s '  b e n e f i t s  a t  t h e  r a t e s  f o r  wage  l o s s  and  r e p l a c e m e n t  s e r v i c e s  
b e n e f i t s .  F u n e r a l  b e n e f i t s  o f  5 1 0 0 0  a r e  a l s o  p r o v i d e d .  T h e  b e n e f i t s
a r e  p r i m a r y  e x c e p t  w o r k m e n ' s  c o m p e n s a t i o n  i s  d e d u c t e d .

*

K e n t u c k y
T h e  K e n t u c k y  l aw  was e n a c t e d  A p r i l  2 ,  1 9 7 4 ,  a n d  b e c am e  e f f e c t i v e  

J u l y  1 ,  1 9 7 5 .  I n  K e n t u c k y  an a u t o  a c c i d e n t  v i c t i m  c a n n o t  s u e  i n  t o r t  
f o r  g e n e r a l  d am ag e s  u n l e s s  h i s  m e d i c a l  e x p e n s e s  e x c e e d  5 .1000  o r  h i s  
i n j u r i e s  r e s u l t  i n  a  p e r m a n e n t  d i s f i g u r e m e n t ;  f r a c t u r e  o f  a  w e i g h t  
b e a r i n g  b o n e ;  a  c om pound  c o m m in u t e d  d i s p l a c e d ,  o r  c o m p r e s s e d  f r a c t u r e ;  
l o s s  o f  a  b o d y  m embe r ;  p e r m a n e n t  i n j u r y  w i t h i n  r e a s o n a b l e  m e d i c a l  
p r o b a b i l i t y ;  p e r m a n e n t  l o s s  o f  b o d i l y  f u n c t i o n ;  o r  d e a t h .  An a c c i ­
d e n t  v i c t i m  i s  n o t  b o un d  by  t h i s  r e s t r i c t i o n  o f  h i s  t o r t  r i g h t s  i f
( 1 )  h e  h a s  r e j e c t e d  t h e  n o - f a u l t  s y s t e m  i n  w r i t i n g ,  o r  ( 2 )  h e  i s  
i n j u r e d  by  a d r i v e r  who h a s  r e j e c t e d  t h e  n o - f a u l t  s y s t e m  i n  w r i t i n g .



A l l  v e h i c l e s  m u s t  c a r r y  c o v e r a g e ,  b u t  m o t o r c y c l e  c o v e r a g e  i s  
o p t i o n a l .  L i a b i l i t y  c o v e r a g e  w i t h  l i m i r s  o f  3 1 0 , 0 0 0  p e r  p e r s o n  and
3 2 0 . 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  a n d  3 3 , 0 0 0  p e r  a c c i d e n t  f o r  
p r o p e r t y  d am age  i s  r e q u i r e d  f o r  a l l  v e h i c l e s .

T h e r e  i s  an  o v e r a l l  maximum o f  5 1 0 ,  0 0 0  or. f i r s t - p a r t y  o e r . e f i o s  
w n : c h  c o v e r  m e d i c a l  c o s t s ,  v a c e  l o s s  up t o  5 2 0 0  p e r  w e e k ,  r e p l a c e ­
men t  s e r v i c e s  up  t o  5 2 0 0  p e r  w eek ,  s u r v i v o r s '  b e n e f i t s  a t  wage l o s s  
an d  r e p l a c e m e n t  s e r v i c e s  b e n e f i t  l e v e l s ,  and  f u n e r a l  b e n e f i t s  o f
5 1 , 0 0 0 .  T h e  b e n e f i t s  a r e  p r i m a r y  e x c e p t  t h a t  w o r k m e n ' s  c o m p e n s a t i o n  
and  S o c i a l  S e c u r i t y  b e n e f i t s  a r e  s u b t r a c t e d .
M a s s a c h u s e t t s

T h e  M a s s a c h u s e t t s  n o - f a u i t  l aw  was t h e  f i r s t  i n  t h e  U n i t e d  
S t a t e s  t o  l i m i t  t o r t  r e c o v e r y .  I t  was e n a c t e d  A u g u s t  1 3 ,  1 9 7  0.- and  
b e c am e  e f f e c t i v e  J a n u a r y  1 ,  1 9 7 1 .  I n  M a s s a c h u s e t t s  an a c c i d e n t  
v i c t i m  may n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  h i s  m e d i c a l  
e x p e n d i t u r e s  e x c e e d  5 5 0 0  o r  h i s  i n j u r i e s  c o n s i s t  o f  a f r a c t u r e  o r  
r e s u l t  i n  d i s m e m b e rm e n t ,  d i s f i g u r e m e n t ,  l o s s  o f  s i g h t  o r  h e a r i n g ,  o r  
d e a t h .

A l l  m o t o r  v e h i c l e s  and  t r a i l e r s  e x c e p t  c e r t a i n  m o t o r  c a r r i e r s  
a r e  c o v e r e d  by  t h e  n o - f a u l t  l a w .  L i a b i l i t y  i n s u r a n c e  i s  c o m p u l s o r y  
w i t h  l i m i t s  o f  a t  l e a s t  5 5 , 0 0 0  p e r  p e r s o n ,  > 1 0 , 0 0 0  p e r  a c c i d e n t  f o r  
b o d i l y  i n j u r y  and  5 5 , 0 0 0  f o r  p r o p e r t y  d am ag e .

T h e  n o - f a u l t  c o v e r a g e  h a s  a 5 2 , 0 0 0  o v e r a l l  maximum l i m i t  on  
b e n e f i t s  w h i c h  i n c l u d e  m e d i c a l  c o s t s ,  w ag e s  l o s t ,  r e p l a c e m e n t  s e r ­
v i c e s ,  f u n e r a l  c o s t s  b u t  n o t  s u r v i v o r s '  b e n e f i t s .  The  b e n e f i t s  a r e  
p r i m a r y ,  e x c e p t  w o r k  l o s s  i s  r e d u c e d  by t h e  am o un t  p a y a b l e  u n d e r  
wage c o n t i n u a t i o n  p r o g r a m s .
M i c h i g a n

T h e  M i c h i g a n  n o - f a u l t  l aw  was e n a c t e d  O c t o b e r  3 1 ,  1 9 7 2 ,  a n d  b e ­
c ame  e f f e c t i v e  O c t o b e r  1 ,  1 9 7 3 .  A c c i d e n t  v i c t i m s  c a n n o t  s u e  i n  t o r t  
f o r  n o n - e c o n o m i c  d am ag e s  u n l e s s  t h e  i n j u r i e s  r e s u l t  i n  d e a t h ,  s e r i o u s  
i m p a i r m e n t  o f  a b o d y  f u n c t i o n  o r  p e r m a n e n t  s e r i o u s  d i s f i g u r e m e n t .

A l l  m o t o r  v e h i c l e s  w i t h  m o re  t h a n  2 w h e e l s  a r e  c o v e r e d  u n d e r  
t h e  l a w .  L i a b i l i t y  i n s u r a n c e  i s  c o m p u l s o r y ,  w i t h  l i m i t s  o f  a t  l e a s t
5 2 0 . 0 0 0  p e r  p e r s o n ,  3 4 0 , 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  a n d  5 1 0 , 0 0 0  
r c r  p r o p e r t y  d am ag e .

T h e  n o - f a u l t  m e d i c a l  b e n e f i t s  a r e  u n l i m i t e d ,  a n d  f i r s t - p a r t y  
b e n e f i t s  a l s o  c o v e r  wage  l o s s  up t o  5 1 , 2 9 5  p e r  m on th  f o r  3 y e a r s ,  
r e p l a c e m e n t  s e r v i c e s  a t  a  r a t e  o f  5 1 2 0  p e r  d a y  f o r  3 y e a r s ,  s u r v i ­
v o r s '  b e n e f i t s  u o  t o  5 1 , 0 0 0  o e r  m on th  f o r  3 v e a r s  a n d  f u n e r a l  b e n e f i t s



o f  3 1 , 0 0 0 .  T h e  b e n e f i t s  a r e  p r i m a r y  e x c e p t  a s  c c  b e n e f i t s  e r a  . ' i d e e  
u n d e r  S t a t e  o r  f e d e r a l  l a w ;  bum i n s u r e d s  may e l e c t :  a c  h a v e  t h e i r  
h e a l t h  i n s u r a n c e  c o v e r a g e  c o o r d i n a t e d  w i t h ,  r a t h e r  t h a n  d u p l i c a t e d  
b y  a u t o  i n s u r a n c e  b e n e f i t s  f o r  m e d i c a l  e x p e n s e .
M i n n e s o t a

On A p r i l  1 1 ,  1 9 7 4 ,  M i n n e s o t a  e n a c t e d  i t s  N o - F a u l t  A u t o m o b i l e  
I n s u r a n c e  A c t ,  w h i c h  b e c am e  e f f e c t i v e  J a n u a r y  1 ,  1 9 7 5 .  An a u t o  
a c c i d e n t  v i c t i m  c a n n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  h i s  
m e d i c a l  e x p e n s e s  e x c e e d  $ 2 , 0 0 0 ;  h e  h a s  60  d a y s  o f  d i s a b i l i t y ;  o r  
h i s  i n j u r y  r e s u l t s  i n  p e r m a n e n t  d i s f i g u r e m e n t ,  p e r m a n e n t  i n j u r y ,  o r  
d e a t h .

A l l  ow n e r s  o f  v e h i c l e s  w i t h  f o u r  o r  m o r e  w h e e l s  m u s t  c a r r y  n o -  
f a u l t  c o v e r a g e .  L i a b i l i t y  c o v e r a g e  w i t h  l i m i t s  o f  $ 2 5 , 0 0 0  p e r  p e r s o n  
a n d  $ 5 0 , 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  and  5 1 0 , 0 0 0  f o r  p r o p e r t y  
damage  i s  r e q u i r e d .  U n i n s u r e d  m o t o r i s t  c o v e r a g e  w i t h  l i m i t s  c f  
$ 2 5 , 0 0 0  p e r  p e r s o n  a n d  $ 5 0 , 0 0 0  p e r  a c c i d e n t  i s  a l s o  r e q u i r e d .

F i r s t - p a r t y  b e n e f i t s  h a v e  a maximum o f  $ 1 0 , 0 0 0  f o r  b e n e f i t s
o t h e r  t h a n  m e d i c a l .  T h e s e  c o v e r  wage  x o s r  up t o  $ 2 0 0  p e r  w e e k ,  r e ­
p l a c e m e n t  s e r v i c e s  a t  t h e  r a t e  o f  $ 1 5  p e r  l a y ,  s u r v i v o r s '  b e n e f i t s  
o f  up t o  $ 4 0 0  p e r  week  an d  f u n e r a l  b e n e f i t s  o f  5 1 , 2 5 0 .  M e d i c a l
b e n e f i t s  h a v e  a  maximum o f  $ 2 0 , 0 0 0 .

B e n e f i t s  a r e  p r i m a r y  e x c e p t  t h a t  w o r k m e n ' s  c o m p e n s a t i o n  i s  
d e d u c t e d .
N e v a d a

N e v a d a ' s  n o - f a u l t  l aw  was e n a c t e d  A p r i l  2 4 ,  1 9 7 3 ,  a n d  b e cam e  
e f f e c t i v e  F e b r u a r y  1 ,  1 9 7 4 .  An a c c i d e n t  v i c t i m  c a n n o t  s u e  i n  t o r t  
f o r  g e n e r a l  d am aq e s  u n l e s s  h i s  m e d i c a l  e x 'p en s e s  e x c e e d  $ 7 5 0  o r  h i s  
i n j u r y  r e s u l t s  i n  c h r o n i c  o r  p e rm a n e n t  i n j u r y ,  p e r m a n e n t  p a r t i a l  o r  
p e rm a n e n t  t o t a l  d i s a b i l i t y ,  d i s f i g u r e m e n t ,  m o r e  t h a n  1 3 0  d a y s  o f  
i n a b i l i t y  t o  w o r k ,  f r a c t u r e  o f  a m a j o r  b o n e ,  d i s m e m b e rm e n t ,  p e rm a n e n t  
l o s s  o f  b o d y  f u n c t i o n ,  o r  d e a t h .

A l l  v e h i c l e s  e x c e p t  t h o s e  owned by p e r s o n s  c o v e r e d  vender m e d i ­
c a r e ,  m o t o r c y c l e s ,  a n d  p u b l i c l y  owned v e h i c l e s ,  m u s t  c a r r y  n o - f a u l t  
i n s u r a n c e .  L i a b i l i t y  i n s u r a n c e  w i t h  l i m i t s  o f  $ 1 5 , 0 0 0  p e r  p e r s o n  
a n d  $ 3 0 , 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  an d  $ 5 , 0 0 0  p e r  a c c i d e n t  
f o r  p r o p e r t y  damage  a l s o  i s  r e q u i r e d .

B e n e f i t s  u n d e r  n o - f a u l t  h a v e  a $ 1 0 , 0 0 0  o v e r a l l  maximum w h i c h  
c o v e r s  m e d i c a l  c o s t s ,  wage  l o s s  up t o  $ 1 7 5  p e r  w e e k ,  r e p l a c e m e n t  
s e r v i c e s  a t  t h e  r a t e  o f  $ 1 3  p e r  d a y  f o r  two y e a r s ,  s u r v i / o r s '  b e n e ­
f i t s  o f  a t  l e a s t  $ 5 , 0 0 0  and  f u n e r a l  b e n e f i t s  o f  $ 1 , 0 0 0 .  B e n e f i t s  
a r e  p r im a r y  e x c e p t  S o c i a l  S e c u r i t y  a n d  w o r k m e n ' s  c o m p e n s a t i o n  a r e  
d e d u c t e d .



Qa

New J e r s e v

T h e  Mew J e r s e y  A u t o m o b i l e  R e p a r a t i o n s  A c t  v a s  s r . a c ^ a d  J u t e  1 0 ,  
1 9 " ! ,  a n d  b e c am e  e f f e c t i v e  J a n u a r y  1 ,  1 9 7 3 .  An a c c i d e n t  v i c t i m ,  
c a r . n c t  s u e  i n  t c r t  f o r  g e n e r a l  d am ag e s  i f  h i s  i n j u r i e s  a r e  c o n ­
f i n e d  t o  s o f t  t i s s u e  and  h _ s  m e d i c a l  e x p e n s e  ( e x c l u d i n g  h o s p i t a l  
e x p e n s e s ,  x - r a y s ,  a n d  o t h e r  d i a g n o s t i c  e x p e n s e s )  a r e  l e s s  t h a n  S2CG ;  
o r  u n l e s s  t h e  i n j u r y  r e s u l t s  i n  d e a t h ,  p e rm a n e n t  d i s a b i l i t y ,  p e rm a ­
n e n t  l o s s  o f  a b o d i l y  f u n c t i o n  o r  l e s s  o f  a l l  o r  p a r t  o f  a  b o d y  
mem be r .

Ow ne r s  o f  p r i v a t e  p a s s e n g e r  v e h i c l e s  m u s t  c a r r y  r . c - f a u l t  c o v e r ­
a g e .  L i a b i l i t y  c o v e r a g e  o f  $ 1 5 , 0 0 0  p e r  p e r s o n  and  $ 3 0 , 0 0 0  p e r  
a c c i d e n t  f o r  b e d i l y  i n j u r y  a n d  $ 5 , 0 0 0  f o r  p r o p e r t y  d am ag e  i s  r e ­
q u i r e d  f o r  a l l  v e h i c l e s .

F i r s t - p a r t y  n o - f a u l t  b e n e f i t s  c o v e r  m e d i c a l  c o s t s  i n  an  un ­
l i m i t e d  a m o u n t ;  wage  l o s s  o f  up t o  $ 1 0 0  p e r  week  f o r  a  y e a r ;  r e ­
p l a c e m e n t  s e r v i c e s  a t  t h e  r a t e  o f  $ 1 2  p e r  d a y  up t o  $ 4 , 3 3 0 ;  s u r v i v o r  
b e n e f i t s  w h i c h  m a t c h  t h e  wage  r e p l a c e m e n t  s e r v i c e s  b e n e f i t  l e v e l s ;  
an d  f u n e r a l  b e n e f i t s  o f  $ 1 , 0 0 0 .  The  b e n e f i t s  a r e  p r im a r y  e x c e p t  
t h a t  w o r k m e n ' s  c o m p e n s a t i o n ,  t e m p o r a r y  d i s a b i l i t y  i n s u r a n c e  p r o t e c ­
t i o n  b e n e f i t s ,  a n d  m e d i c a r e  a r e  d e d u c t e d .
Mew Y o r k

Mew Y o r k ' s  C o m p r e h e n s i v e  A u t o m o b i l e  I n s u r a n c e  R e p a r a t i o n s  A c t  
was e n a c t e d  F e b r u a r y  1 2 ,  1 9 7 3 ,  a n d  b e c am e  e f f e c t i v e  F e b r u a r y  1 ,  1 9 7 4 .  
An a c c i d e n t  v i c t i m  c a n n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  h i s  
m e d i c a l  e x p e n s e s  e x c e e d  $ 5 0 0  o r  h i s  i n j u r i e s  r e s u l t  i n  d e a t h ,  d i s ­
m em be rm en t ,  s i g n i f i c a n t  d i s f i g u r e m e n t , o r  p e r m a n e n t  l o s s  o f  t h e  u s e  
o f  a  b o d y  o r g a n ,  m em be r ,  f u n c t i o n ,  o r  s y s t e m .

«Ow ner s  o f  a l l  v e h i c l e s  e x c e p t  m o t o r c y c l e s  m u s t  c a r r y  n o - f a u l t  
c o v e r a g e .  L i a b i l i t y  c o v e r a g e  w i t h  l i m i t s  o f  $ 1 0 , 0 0 0  p e r  p e r s o n  and  
$ 2 0 , 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  an d  $ 5 , 0 0 0  f o r  p r o p e r t y  
dam age  i s  r e q u i r e d .

F i r s t - p a r t y  b e n e f i t s  h a v e  an  o v e r a l l  maximum o f  $ 5 0 , 0 0 0  w h i c h  
c o v e r s  m e d i c a l  c o s t s ,  wage  l o s s  up t o  $ 1 , 0 0 0  p e r  m on th  f o r  t h r e e  
y e a r s  a n d  r e p l a c e m e n t  s e r v i c e s  a t  t h e  r a t e  o f  $ 2 5  p e r  d a y  f o r  a  y e a r .  
T h e  b e n e f i t s  a r e  p r i m a r y  e x c e p t  S o c i a l  S e c u r i t y ,  s t a t u t o r y  t e m p o r a r y  
d i s a b i l i t y  i n s u r a n c e  b e n e f i t s ,  a nd  w o r k m e n ' s  c o m p e n s a t i o n  a r e  
d e d u c t e d .
N o r t h  D a k o t a

T h e  N o r t h  D a k o t a  A u t o  A c c i d e n t  R e p a r a t i o n s  A c t  was a p p r o v e d  
A p r i l  9 ,  1 9 ”75 ,  a n d  b e c am e  e f f e c t i v e  J a n u a r y  1 ,  1 9 7 6 .  An a c c i d e n t  
v i c t i m  may n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  t h e  v i c t i m  h a s  
m o r e  t h a n  $ ( . , 0 0 0  i n  m e d i c a l  e x p e n s e s ,  i s  d i s a b l e d  m o re  t h a n  60  d a y s ,  
r e c e i v e s  s e r i o u s  a n d  p e r m a n e n t  d i s f i g u r e m e n t ,  i s  d i s m e m b e r e d ,  o r  d i e s ,



A l l  ow n e r s  c f  m o t o r  v e h i c l e s  e x c e p t  m o t o r c y c l e s  a r e  r e q u i r e d  
c o  b u y  n o - f a u l t  i n s u r a n c e .  L i a b i l i t y  c o v e r a g e  w i t h  l i m i t s  c f  
S 1 0 , 0 0 u  t e r  p e r s o n  an d  $ 2 0 , 0 0 0  t e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  and  
3 5 , 0 3 0  p e r  a c c i d e n t  f o r  p r o p e r t y  d am age  i s  r e q u i r e d .

N o - f a u l t  b e n e f i t s  h a v e  an  o v e r a l l  maximum, o f  3 1 5 , 0 0 0  w h i c h  
c o v e r s  m e d i c a l  c o s t s ,  w age  l o s s  up t o  S 1 5 0  p e r  w e e k ,  r e p l a c e m e n t  
s e r v i c e s  a t  t h e  r a t e  c f  3 1 5  p e r  d a y ,  s u r v i v o r s '  b e n e f i t s ,  an d  
f u n e r a l  b e n e f i t s  o f  3 1 , 0 0 0 .  The  b e n e f i t s  a r e  p r i m a r y  e x c e p t  t h a t  
w o r k m e n ' s  c o m p e n s a t i o n  i s  d e d u c t e d .
P e n n s y l v a n i a

T h e  P e n n s y l v a n i a  N o - F a u l t  M o t o r  V e h i c l e  I n s u r a n c e  A c t  was a p ­
p r o v e d  J u l y  1 9 ,  1 9 7 4 ,  a n d  b e c am e  e f f e c t i v e  J u l y  1 9 ,  1 9 7 5 .  T o r t  
l i a b i l i t y  i s  a b o l i s h e d  u n l e s s  t h e  a c c i d e n t  r e s u l t s  i n  m e d i c a l  and  
d e n t a l  s e r v i c e s  w i t h  a r e a s o n a b l e  v a l u e  o f  m o r e  t h a n  3 7 5 0  ( e x c l u s i v e  
o f  d i a g n o s t i c  x - r a y  and  r e h a b i l i t a t i o n  c o s t s  i n  e x c e s s  o f  $ 1 0 0 ) ;  
m ore  t h a n  6 0  d a y s  o f  c o n t i n u o u s  d i s a b i l i t y ;  p e r m a n e n t ,  i r r e p a r a b l e  
and  s e v e r e ,  c o s m e t i c  d i s f i g u r e m e n t ;  s e r i o u s  a n d  p e r m a n e n t  i n j u r y ;  
o r  d e a t h .

A l l  m o t o r i s t s  e x c e p t  m o t o r c y c l i s t s  m u s t  c a r r y  c o v e r a g e  w i t h  
f i r s t - p a r t y  b e n e f i t s .  L i a b i l i t y  c o v e r a g e  w i t h  l i m i t s  3 1 5 , 0 0 0  p e r  
p e r s o n  and  $ 3 0 , 0 0 0  p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  and  $ 5 , 0 0 0  p e r  
a c c i d e n t  f o r  p r o p e r t y  d am age  i s  r e q u i r e d .

F i r s t - p a r t y  b e n e f i t s  c o v e r  an  u n l i m i t e d  am o un t  o f  m e d i c a l  c o s t s ,  
wage l o s s  up t o  $ 1 5 , 0 0 0  t i m e s  a s p e c i f i c  i n f l a t i o n - r e l a t e d  f r a c t i o n ,  
r e p l a c e m e n t  s e r v i c e s  a t  t h e  r a t e  o f  $ 2 5  p e r  d a y  f o r  a y e a r ,  s u r v i ­
v o r s '  b e n e f i t s  up t o  $ 5 , 0 0 0 ,  and  f u n e r a l  b e n e f i t s  o f  $ 1 , 5 0 0 .  The  
b e n e f i t s  a r e  p r i m a r y  e x c e p t  S o c i a l  S e c u r i t y ,  w o r k m e n ' s  c o m p e n s a t i o n
and  f e d e r a l  a n d  S t a t e  i n s u r a n c e  b e n e f i t s  a r e  d e d u c t e d .«

U t a h
T h e  U t a h  A u t o m o b i l e  N o - F a u l t  I n s u r a n c e  A c t  was  e n a c t e d  M a r c h  3 ,  

1 9 7 3 ,  and  b e c am e  e f f e c t i v e  J a n u a r y  1 ,  1 9 7 4 .  An a c c i d e n t  v i c t i m  c a n ­
n o t  s u e  i n  t o r t  f o r  g e n e r a l  d am ag e s  u n l e s s  t h e  r e a s o n a b l e  v a l u e  o f  
h i s  m e d i c a l  e x p e n s e s  e x c e e d s  $ 5 0 0 ;  o r  h i s  i n j u r y  r e s u l t s  i n  d i s ­
memberment  o r  f r a c t u r e ,  p e r m a n e n t  d i s f i g u r e m e n t ,  p e r m a n e n t  d i s ­
a b i l i t y  o r  d e a t h .

A l l  m o t o r i s t s  m u s t  h a v e  f i r s t - p a r t y  c o v e r a g e  an d  a r e  r e q u i r e d  
t o  c a r r y  l i a b i l i t y  c o v e r a g e  w i t h  l i m i t s  o f  $ 1 5 , 0 0 0  p e r  p e r s o n  and  
$ 3 0 , 00G p e r  a c c i d e n t  f o r  b o d i l y  i n j u r y  and  $ 5 , 0 0 0  f o r  p r o p e r t y  d am ag e .

N o - f a u l t  b e n e f i t s  i n c l u d e  $ 2 , 0 0 0  f o r  m e d i c a l  c o s t s ,  up t o  $ 1 5 0  
p e r  week f o r  a  y e a r  f o r  l o s t  w a g e s ,  $ 1 2  p e r  d a y  f o r  a y e a r  f o r  r e ­
p l a c e m e n t  s e r v i c e s ,  s u r v i v o r s '  b e n e f i t s  o f  $ 2 , 0 0 0  and  f u n e r a l  b e n e f i t s  
o f  $ 1 , 0 0 0 .  T h e  b e n e f i t s  a r e  p r i m a r y  e x c e p t  w o r k m e n ' s  c o m p e n s a t i o n  o r  
any  s i m i l a r  s t a t u t o r y  p l a n  a n d  U . S .  m i l i t a r y  b e n e f i t s  a r e  d e d u c t e d .



O p t i o n a l  S t a t e s

S i g h t  S t a t e s  h a v e  u s e d  some p a r t s  o r  t h e  n o - f a u l t  s c h em e  i n  
t h e i r  a u t o m o b i l e  p e r s o n a l  l i a b i l i t y  i n s u r a n c e  p r o g r a m s ,  b u t  d c  rr 
h a v e  a m a n d a t o r y  s c h em e  l i m i t i n g  t o r t  s u i t s .  D e l a w a r e ,  M a r y l a n d
O r e g o n ,  a n a  s o u t h  C a r o l i n a  h a v e  no t o r  
m o t o r i s t s  t o  p u r c h a s e  i n s u r a n c e  w h i c h  w a l l  p a y  f o r  t h e i r  own 
d am ag e s  ( f i r s t  p a r t y  b e n e f i t s ) .  I n  A r k a n s a s ,  S o u t h  D a k o t a ,  T e x a s ,  
and  V i r g i n i a  t h e  p u r c h a s e  o f  i n s u r a n c e  f o r  f i r s t  p a r t y  b e n e f i t s  i s  
o p t i o n a l .  A l l  S t a t e s  p e r m i t  t o r t  a c t i o n s  f o r  r e c o v e r y  o f  p r c r e r t y  
d a m a g e s .
A r k a n s a s

T h e r e  i s  no  m in imum t o r t  l i a b i l i t y  t h r e s h o l d  i n  A r k a n s a s ;  t h a t  
i s ,  a n y o n e  c a n  s u e  f o r  a n y  am oun t  f o r  d a m a g e s .  The  p u r c h a s e  c f  
f i r s t  p a r t y  i n s u r a n c e  b e n e f i t s  i s  o p t i o n a l .  T h e  maximum m e d i c a l  
b e n e f i t s  a r e  5 2 , 0 0 0  i f  t h e  e x p e n s e s  o c c u r r e d  w i t h i n  tw c  y e a r s  c f  t h e  
a c c i d e n t .  S e v e n t y  p e r c e n t  o f  l o s t  i n c om e  up z c  5 1 4 0  p e r  week i s  
p a i d  f o r  a maximum o f  o n e  y e a r .  I f  an  i n j u r e d  p e r s o n  h a s  t o  h i r e  
s om e on e  t o  d o  h i s  w o r k  h e  may r e c e i v e  up t o  $ 7 0  p e r  w eek  f c r  a y e a r  
f o r  t h e s e  r e p l a c e m e n t  s e r v i c e s .  The  maximum b e n e f i t :  t o  s u r v i v o r s  
f c r  f u n e r a l  a n d  o t h e r  e x p e n s e s  i s  5 5 , 0 0 0 .  T h e  A r k a n s a s  l aw  w en t  
i n t o  e f f e c t  J u l y  1 ,  1 9 7 4 .
D e l a w a r e

I n  D e l a w a r e  t h e  p u r c h a s e  o f  n o - f a u l t  i n s u r a n c e  i s  m a n d a t o r y .  
F u r t h e r ,  u n l i k e  o t h e r  S t a t e s ,  t h e  am oun t  o n e  r e c e i v e s  i n  b e n e f i t s  
c a n n o t  b e  u s e d  a s  e v i d e n c e  i n  s u i t s  f o r  g e n e r a l  d a m a g e s .  T h e r e  i s  
no  l i m i t  on  t o r t  l i a b i l i t y  s o  t h a t  an  i n j u r e d  p e r s o n  may r e c e i v e  
c o m p e n s a t i o n  f r o m  h i s  i n s u r a n c e  a n d  d am ag e s  f r o m  a c o u r t  a w a r d .  
M e d i c a l  e x p e n s e s ,  i n c o m e  l o s s ,  and  t h e  e x p e n s e  o f  r e p l a c i n g  l a b o r  
a l l  h a v e  t h e  same maximum o f  $ 1 0 , 0 0 0  p e r  ' p e r s o n  an d  $ 2 0 , 0 0 0  o v e r a l l  
on  o n e  a c c i d e n t .  T h e r e  i s  a maximum o f  $ 2 , 0 0 0  f o r  f u n e r a l  b e n e f i t s .
A n o - f a u l t  i n s u r a n c e  c l a i m  m u s t  be  b r o u g h t  w i t h i n  two y e a r s  o f  t h e  
d a t e  o f  t h e  a c c i d e n t .  D e l a w a r e ' s  l aw  was e f f e c t i v e  J a n u a r y  1 ,  1 9 7 2 .
M a r y l a n d

T h o u g h  e v e r y o n e  i s  r e q u i r e d  t o  p u r c n a s e  f i r s t  p a r t y  i n s u r a n c e  
i n  M a r y l a n d ,  t h e r e  a r e  n o  r e s t r i c t i o n s  on  money r e c o v e r i e s  o r  s u b j e e r  
m a t t e r  u n d e r  t h e  t o r t  s y s t e m ,  M e d i c a l  e x p e n s e s ,  i n c om e  l o s s ,  r e p l a c e ­
m en t  o f  s e r v i c e s ,  a n d  f u n e r s I  b e n e f i t s  h a v e  a  maximum o f  $ 2 , 5 0 0 .  I f  
o n e  c a t e g o r y  o r  a n o t h e r  takes.* up a l l  t h e  l i m i t ,  t h e n  t h e r e  i s  no  i n ­
s u r a n c e  r e c o v e r y  i n  t h e  o t h e r  c a t e g o r i e s .  An i n s u r a n c e  c l a i m  m u s t  be  
made w i t h i n  t h r e e  y e a r s  o f  t h e  d a t e  o f  t h e  a c c i d e n t ,  a nd  p r o p e r t y  
damage  i s  n o t  c o v e r e d - u n d e r  t h e  s c h e m e .  The  e f f e c t i v e  d a t e  was  
J a n u a r y  1 ,  1 9 7 3 .



D r s c o r .. -

I n s u r a n c e  t o r  r r r s t  p a r t y  b e n e : i t s  a s  r e c u r r e c  rn  J r e g c r .  s u e  
t h e r e  i s  r.c l i m i t  on  t h e  a m o u n t  f o r  w h i c h  o n e  may b r i n e  a t o r t  s u i t .  
T o t a l  m e d i c a l  b e n e f i t s  a r e  $ 5 , 0 0 0 ,  a n d  t h e  maximum f u n e r a l  b e n e f i t  
i s  $ 1 , 0 CO. T h e  b e n e f i t s  p a y  70  p e r c e n t  c f  l o s t  i n c o m e  up t o  $ 7 5 0  
p e r  m on th  f o r  1 2  m o n t h s  o n l y  i f  t h e  i n s u r e d  i s  d i s a b l e d  f o r  14  o r  
m o re  d a y s .  T o  p a y  f o r  r e p l a c e m e n t  s e r v i c e ,  up t o  $ 1S  a  d a y  f c r  a 
y e a r  i s  a l l o w e d  p r o v i d e d  t h a t ,  a g a i n ,  t h e  i n s u r e d  m u s t  b e  d r s a b l e e  
f c r  a t  l e a s t  14  d a y s .  R e c o v e r y  o f  p r o p e r t y  d am ag e s  i s  n o t  a l l o w c  
i n  t h e  s c h e m e ,  b u t  r a t h e r  i s  l e f t  t o  t h e  t o r t  s y s t e m .  O r e g o n  pux. 
t h e  p r o g r a m  i n t o  e f f e c t  J a n u a r y  I ,  1 9 7 2 .
S o u t h  C a r o l i n a

L i k e  O r e g o n ,  S o u t h  C a r o l i n a  r e q u i r e s  f i r s t  p a r t y  i n s u r a n c e ,  b u t  
s e t s  no  l i m i t  on  t o r t  l i a b i l i t y  o r  t h e  o p p o r t u n i t y  t o  b r i n g  t o r t  
s u i t s .  T h e  maximum a i l  o v e r  b e n e f i t s  t h e  i n s u r e d  r e c e i v e s  may t o t a l  
no m o r e  t h a n  $ 1 , 0 0 0 .  T h i s  i n c l u d e s  m e d i c a l  e x p e n s e s ,  l e s s  o f  i n c o m e ,  
r e p l a c e m e n t  s e r v i c e s ,  a n d  f u n e r a l  b e n e f i t s .  P r o p e r t y  dam age  i s  n e t  
i n c l u d e d  i n  t h e  s c h e m e .  A p p l i c a t i o n  f o r  b e n e f i t s  m u s t  be  made w i t h i n  
3 y e a r s  o f  t n e  a c c i d e n t  d a t e .  O c t o b e r  1 ,  1 9 7 4 ,  i s  t h e  e f f e c t i v e  d a t e  
f o r  t h i s  l a w .
S o u t h  D a k o t a

T h e  maximum am o u n t  a l l o w e d  f o r  m e d i c a l  b e n e f i t s  i s  $ 2 , 0 0 0  u n d e r  
S o u t h  D a k o t a ' s  f i r s t  p a r t y  i n s u r a n c e  p r o g r a m .  T h e  p u r c h a s e  o f  t h i s  
i n s u r a n c e  i s  o p t i o n a l  and  d o e s  n o t  p r o h i b i t  any  c f  t h e  p a r t i e s  f r o m  
b r i n g i n g  t o r t  a c t i o n s ,  n o r  d o e s  i t  l i m i t  t h e i r  r e c o v e r i e s  u n d e r  t h e s e  
s u i t s .  F o r  i n c o m e  l o s s ,  t h e  maximum a l l o w a b l e  i s  $ 6 0  a  week  f o r  a  
y e a r ,  p r o v i d e d  t h a t  t h e  c l a i m a n t  i s  d i s a b l e d  f o r  a t  l e a s t  14  d a y s .  
T h i r t y  d o l l a r s  a w eek  f o r  up  t o  a  y e a r  i n  a l l o w e d  f o r  r e p l a c e m e n t  
s e r v i c e s ,  b u t  h e r e  a g a i n ,  t h e  c l a i m a n t  mu'st be  d i s a b l e d  a t  l e a s t  14  
d a y s .  T h i s  c a t e g o r y  i s  l i m i t e d  t o  t h o s e  who d o  n o t  e a r n  w a g e s .
T h e r e  i s  a  maximum $ 1 0 , 0 0 0  d e a t h  b e n e f i t  i f  d e a t h  o c c u r s  w i t h i n  90  
d a y s  o f  t h e  a c c i d e n t ;  o t h e r w i s e ,  t h e r e  i s  r.o r e c o v e r y  f o r  d e a t h  
b e n e f i t s .  P r o p e r t y  d am age  i s  r e i m b u r s e d  u n d e r  t h e  t o r t  s y s t e m .  Th e  
p r o g r a m  was e f f e c t i v e  J a n u a r y  1 ,  1 9 7 2 .
T e x a s

E f f e c t i v e  A u g u s t  2 6 ,  1 9 7 3 ,  t h e  T e x a s  a c t  a l l o w s  a  $ 2 , 5 0 0  o v e r a l l  
maximum on  b e n e f i t s  i n  a l l  o f  t h e  c a t e g o r i e s  o f  m e d i c a l  e x p e n s e s ,  i n ­
come l o s s ,  r e p l a c e m e n t  s e r v i c e s ,  a n d  f u n e r a l  e x p e n s e s .  P r o p e r t y  
dam age  i s  r e i m b u r s e d  u n d e r  t h e  t o r t  s y s t e m .  T h e r e  i s  n o  b a r  t o  
b r i n g i n g  t o r t  a c t i o n s  f o r  t h e  r e c o v e r y  o f  d am ag e s  f o r  p e r s o n a l  i n ­
j u r y .  M e d i c a l  e x p e n s e  c l a i m s  m u s t  b e  b r o u g h t  w i t h i n  3 y e a r s  o f  t h e  
a c c i d e n t  d a t e  i n  o r d e r  t o  b e  p a i d  u n d e r  t h i s  p r o g r a m .



Th e  l a s t :  o f  e i g h t  o p t i o n a l  o r  p a r t i a l  f i r s t  p a r t y  i n s u r a n c e  
p r o g r a m s  i s  t h a t  o f  V i r g i n i a .  E f f e c t i v e  J u l y  1 ,  1 3 7 2 ,  t h e  s c h em e  
p a y s  a maximum c f  $ 2 , 0 0 0  i n  m e d i c a l  b e n e f i t s  i f  t h e  c l a i m  i s  p r e ­
s e n t e d  w i t h i n  2 y e a r s  c f  t h e  a c c i d e n t  d a t e .  Up t o  S1QG p e r  w eek  f  
a y e a r  may b e  pa;' j  f o r  i n c om e  l o s s ;  t h e r e  i s  no p r o v i s i o n  g r a n t i n g  
b e n e f i t s  f o r  r e p l a c e m e n t  s e r v i c e s  f c r  n o n -w a g e  e a r n e r s .  T h e r e  i s  
no  s e p a r a t e  d e a t h  b e n e f i t ;  t h e  f u n e r a l  e x p e n s e s  a r e  i n c l u d e d  i n  t h  
m e d i c a l  e x p e n s e s  l i m i t a t i o n .  P r o p e r t y  damage  c l a i m s  a r e  h a n d l e d  
u n d e r  t h e  t o r t  s y s t e m ,  a n d  t h e r e  i s  no b a r  a g a i n s t  b r i n g i n g  t o r t  
a;:, f o r ' 1 t o  r e c o v e r  d am ag e s  f o r  p e r s o n a l  i n j u r i e s .  F u r t h e r ,  t h e  pu  
Ci t h i s  f i r s t  p a r t y  i n s u r a n c e  i s  o p t i o n a l .
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W i H i a i i !  M. 3 1  e a k  1 ev  
R e s e a r c * .  A s s o c i a t e  
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C i t a t i o n s

A r k .  S t a t .  A n n . ,  s e c .  6 6 - 4 0 1 4  f f .
C o l o .  R e v .  S t a t . .  s e c .  1 0 - 4 - 7 0 1  f f .
C o n n .  G en .  S t a t .  R e v . ,  s e c .  3 3 - 3 1 9  f f .
D e l .  C o d e  A n n . ,  t i t l e  2 1 ,  s e c .  2 1 1 3  f f .
F l a .  S t a t .  A n n . ,  s e c .  6 2 ' / .  7 3 0  f f .
G a .  C o d e  A n n . ,  s e c .  5 6 - 3 0 4 1 b  f f .
H a w a i i  R e v .  S t a t . ,  s e c .  2 9 4 - 1  f f .
K an .  S t a t .  A n n . ,  s e c .  4 0 - 3 1 0 1  f f .
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SUBJECT :  M a n d a t o r y  M o t o r  V e h i c l e  I n s u r a n c e  Laws

You  h a v e  a s k e d  f o r  b a c k g r o u n d  i n f o r m a t i o n  o n  m a n d a t o r y  a u t o ­
m o b i l e  i n s u r a n c e  l a w s ,  i n c l u d i n g  s o u r c e s  o f  s u p p o r t  and  
o p p o s i t i o n  l e a d i n g  u p  t o  t h e  l e g i s l a t u r e ' s  p a s s a g e  o f  
m a n d a t o r y  f i r s t  p a r t y  b e n e f i t  c o v e r a g e  ( b a s i c  r e p a r a t i o n s )  
u n d e r  t h e  No F a u l t  L a w ,  t h e  e x p e r i e n c e  o f  C o n n e c t i c u t  a n d  
o t h e r  s t a t e s  w i t h  s u c h  l a w s , w h e t h e r  a n y  s t a t e s  h a v e  
r e p e a l e d  m a n d a t o r y  i n s u r a n c e  a n d  t h e  p r o s  a n d  c o n s  w i t h  
r e s p e c t  t o  t h e  c o n t i n u e d  e x i s t e n c e  o f  s u c h  r e q u i r e m e n t s .
SUMMARY
A l t h o u g h  t h e  p h r a s e  m a n d a t o r y  o r  c o m p u l s o r y  m o t o r  v e h i c l e  
i n s u r a n c e  i s  u s e d  i n t e r c h a n g e a b l y ,  s ome  s e c t o r s  o f  t h e  
i n s u r a n c e  i n d u s t r y  d i s t i n g u i s h  b e tw e e n  t h em  p r i n c i p a l l y  
o n  t h e  b a s i s  o f  how e a c h  i s  e n f o r c e d .  F o r  t h e  p u r p o s e  o f  
t h i s  r e p o r t ,  t h e  t e r m s  m a n d a t o r y  o r  c o m p u l s o r y  w i t h  r e s p e c t  
t o  a u t o  i n s u r a n c e  a r e  u s e d  t o  i d e n t i f y  s t a t u t e s  a n d  r e g u l a ­
t i o n s  w h i c h  m a n d a t e  t h e  m a i n t e n a n c e  o f  i n s u r a n c e  a s  a c o n ­
d i t i o n  o f  m o t o r i n g .
T h e  p u r p o s e  o f  a  m a n d a t o r y  m o t o r  v e h i c l e  i n s u r a n c e  s t a t u t e  
i s  t o  p r o t e c t  m em be r s  o f  t h e  p u b l i c  who a r e  i n j u r e d  i n  m o t o r  
v e h i c l e  a c c i d e n t s  b y  p r o v i d i n g  t h em  w i t h  c o m p e n s a t i o n  f o r  t h o s e  
i n j u r i e s .  A s t a t e  may  c o n s t i t u t i o n a l l y  r e q u i r e  s u c h  i n s u r a n c e  
a s  p a r t  o f  i t s  a u t h o r i t y  o v e r  p u b l i c  h i g h w a y s  a n d  i t s  p o w e r  
t o  p r o v i d e  f o r  t h e  p u b l i c ' s  s a f e t y .
M a n d a t o r y  i n s u r a n c e  f o r  m o t o r  v e h i c l e s  t y p i c a l l y  i n c l u d e s  
f i r s t  p a r t y  b e n e f i t  c o v e r a g e  ( m e d i c a l  a n d  w ag e  l o s s  e x p e n s e  
c o v e r a g e  p a i d  b y  t h e  a c c i d e n t  v i c t i m ' s  i n s u r e r  w i t h o u t  a  
d e t e r m i n a t i o n  o f  f a u l t ) , t h i r d  p a r t y  b o d i l y  i n j u r y  and
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p r o p e r t y  dam age  l i a b i l i t y  c o v e r a g e  ( c o v e r a g e  t o  c o m p e n s a t e  o t h e r s  
who a r e  i n j u r i e d  b y  a n  i n s u r e d ' s  n e g i l i g e n t  c o n d u c t * a n d  p a i d  o n  
t h e  b a s i s  o f  f a u l t )  a n d  u n i n s u r e d  m o t o r i s t s  p r o t e c t i o n  ( c o v e r a g e  
t o  p a y  f o r  an  i n s u r e d ' s  i n j u r i e s  when  i n v o l v e d  i n  a n  a c c i d e n t  
w i t h  a  a t  f a u l t  u n i n s u r e d  m o t o r i s t ) .  A s t a t e ' s  f i n a n c i a l  
r e s p o n s i b i l i t y  r e q u i r e m e n t  may a l s o  m a n d a t e  t h e  c a r r y i n g  o f  
i n s u r a n c e  u n d e r  c e r t a i n  c i r c u m s t a n c e s .
Tw en ty  s t a t e s  h a v e  a d o p t e d  m a n d a t o r y  f i r s t  p a r t y  b e n e f i t  a nd  
u n i n s u r e d  m o t o r i s t  r e q u i r e m e n t s  a n d  3 2 ,  t h i r d  p a r t y  b o d i l y  
i n j u r y  and  p r o p e r t y  d am ag e  l i a b i l i t y  r e q u i r e m e n t s .  C o n n e c t i ­
c u t ' s  m a n d a t o r y  i n s u r a n c e  r e q u i r e m e n t s  u n d e r  t h e  No F a u l t  A c t  
w e r e  u p h e l d  o n  c o n s t i t u t i o n a l  g r o u n d s  i n  G e n t i l e  v .  A l t e r m a t t .
S u p p o r t  f o r  t h e  s t a t e ' s  e n a c t m e n t  o f  m a n d a t o r y  i n s u r a n c e  u n d e r  
t h e  No F a u l t  A c t  c ame  f r o m ,  among o t h e r s ,  t h e  i n s u r a n c e  i n d u s t r y ,  
l a b o r ,  a nd  s e n i o r  c i t i z e n  g r o u p s .  O p p o s i t i o n  w as  l e d  l a r g e l y  
b y  members  o f  t h e  T r i a l  L a w y e r  A s s o c i a t i o n  a n d  p u b l i c  c i t i z e n s .
A numbe r  o f  s t a t e s  h a v e  e x p e r i e n c e d  p r em iu m  r e d u c t i o n s  f o r  f i r s t  
p a r t y  b e n e f i t  c o v e r a g e  i n  t h e  f i r s t  c o u p l e  o f  y e a r s  a f t e r  t h e  
a d o p t i o n  o f  no  f a u l t .  T h i s  w a s ,  i n  p a r t ,  d u e  t o  s t a t u t o r i l y  
m a n d a t e d  r e d u c t i o n s  i n c o r p o r a t e d  i n  many n o  f a u l t  e n a c t m e n t s .
Y e t  a  number  o f  s t a t e s  h a v e  e x p e r i e n c e d  i n c r e a s e s  b o t h  i n  
p r em ium  l e v e l s  and  c l a i m s  f r e q u e n c y .  And a l t h o u g h  t h e r e  i s  an  
a p p a r e n t  r e c o r d  o f  im p r o v e m e n t ,  m a n d a t e d  i n s u r a n c e  h a s  n o t  
r em o v e d  t h e  u n i n s u r e d  m o t o r i s t s  f r o m  t h e  h i g h w a y s ,  o n e  o f  t h e  
p r i n c i p a l  a r g u m e n t s  f o r  t h e  a d o p t i o n  o f  a  m a n d a t o r y  a p p r o a c h .
W i t h  r e s p e c t  t o  m a n d a t o r y  t h i r d  p a r t y  l i a b i l i t y ,  t h e r e  i s  c l e a r  
e v i d e n c e  t h a t  i t s  p o t e n t i a l  a d v a n t a g e s  may b e  o u t w e i g h e d  b y  t h e  
b u r d e n  o f  h i g h  a d m i n i s t r a t i v e  c o s t s  a s s o c i a t e d  w i t h  i t .  S e v e r a l  
s t a r e s  h a v e  h a d  t o  a l l o c a t e  m i l l i o n s  o f  d o l l a r s  t o  e n f o r c e  t h e  
s y s t e m .  T h e r e  i s  a l s o  e v i d e n c e  t h a t  m a n d a t o r y  i n s u r a n c e  l a w s  
i n c r e a s e  p r em ium  l e v e l s  b e c a u s e  o f  t h e  n e c e s s i t y  t o  i n s u r e  
u n i f o r m l y .
T o  d a t e ,  o n l y  o n e  s t a t e ,  N e v a d a ,  h a s  r e p e a l e d  m a n d a t o r y  i n s u r a n c e .
P r o p o n e n t s  o f  m a n d a t o r y  i n s u r a n c e  a r g u e  t h a t  e v e r y  i n d i v i d u a l  
m u s t  b e  f i n a n c i a l l y  r e s p o n s i b l e  f o r  h a rm  h e  o r  s h e  n e g l i g e n t l y  
c a u s e s  o t h e r s .  S i n c e  i n s u r a n c e  i s  a  p r a c t i c a l  way f o r  m o s t  
d r i v e r s  t o  p a y  c o m p e n s a t i o n ,  t h e y  a s s e r t  t h a t  t h e  s t a t e  mu,'it 
f o r c e  m o t o r i s t s  t o  b u y  c o v e r a g e .
O p p o n e n t s  a r g u e  t h a t  m a n d a t o r y  i n s u r a n c e  l a w s  a r e  c o s t l y ,  
i n c r e a s e  p r em ium  f o r  r e s p o n s i b l e  d r i v e r s  a n d  c a n ' t  b e  e n f o r c e d  
w e l l  e n o u g h  t o  r em o v e  t h e  u n i n s u r e d  m o t o r i s t  f r o m  t h e  r o a d s .
MANDATORY INSURANCE DEFINED/BACKGROUND INFORMATION
I n  t h e  c o n t e x t  o f  m o t o r  v e h i c l e  i n s u r a n c e  l a w ,  t h e  p h r a s e  
" m a n d a t o r y  i n s u r a n c e  o r  s e c u r i t y "  i s  i n t e n d e d  t o  r e f e r  t o
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i n s u r a n c e  o r  f u r n i s h i n g  a n  a l t e r n a t i v e  m e an s  o f  s a t i s f y i n g  
p o s s i b l e  c l a i m s  w h i c h  j. s  r e q u i r e d  b y  l a w ,  p u r s u a n t  t o  s t a t u t e  
o r  a d m i n i s t r a t i v e  r e g u l a t i o n .  Some s e c t o r s  o f  t h e  i n d u s t r y  
d i s t i n g u i s h  a  m a n d a t o r y  i n s u r a n c e  l a w  f r o m  a c o m p u l s o r y  
i n s u r a n c e  l a w  o f  t h e  b a s i s  o f  e n f o r c e m e n t ;  a  m a n d a t o r y  l a w  
may o n l y  i n v o l v e  s e l f - c e r t i f i c a t i o n  ( s i g n i n g  a  f o r m  a t t e s t i n g  
t h a t  i n s u r a n c e  i s  i n  e f f e c t )  w h i l e  a  c o m p u l s o r y  l a w  may r e q u i r e  
a c t u a l  p r o o f  o f  i n s u r a n c e .  F o r  o u r  p u r p o s e s  h e r e  t h i s  d i s t i n c t i o n ,  
a l t h o u g h  n o t e w o r t h y ,  i s  o f  m i n o r  i m p o r t a n c e .  T h e  m a i n t e n a n c e  o f  
m a n d a t o r y  m o t o r  v e h i c l e  i n s u r a n c e  o r  s e c u r i t y  i s  t y p i c a l l y  a  c o n d i t i o n  
p r e c e d e n t  t o :  1 )  t h e  r e g i s t r a t i o n  o f  a  m o t o r  v e h i c l e ;  2 )  t h e
o p e r e i t i o n  o f  a  m o t o r  v e h i c l e  u p o n  p u b l i c  h i g h w a y s  o r  w h e r e  t h e r e  
h a s  b e e n  an  a c c i d e n t  w h i c h  c a u s e s  b o d i l y  i n j u r y  o r  p r o p e r t y  
d am ag e  a n d / o r  a  v i o l a t i o n  o f  c e r t a i n  t r a f f i c  l a w s ;  3 )  c o n t i n u e d  
l i c e n s u r e  a s  a  m o t o r  v e h i c l e  o p e r a t o r ,  t h e  c o n t i n u a t i o n  o f  a  v a l i d  
c e r t i f i c a t e  o f  m o t o r  v e h i c l e  r e g i s t r a t i o n ,  ox b o t h .  I n  t h i s  l a t t e r  
i n s t a n c e ,  t h e  m a n d a t e d  i n s u r a n c e  o r  s e c u r i t y  t y p i c a l l y  i s  a  r e q u i r e ­
men t  o f  t h e  s t a t e ' s  f i n a n c i a l  r e s p o n s i b i l i t y  l a w .  H o w e v e r ,  s u c h  
l a w s  m u s t  b e  d i s t i n g u i s h e d  f r o m  a  f i n a n c i a l  r e s p o n s i b i l i t y
l a w  w h i c h  i s  g e n e r a l l y  a p p l i c a b l e  o n l y  " a f t e r  a  p e r s o n  h a s  b e e n
i n v o l v e d  i r i  a n  a c c i d e n t . "  I n  N a t i o n a l  G r a n g e  M u t .  L i a b i l i t y  C o . 
v .  F i n e . 1 3  A p p .  D i v .  2 d  1 0 ,  2 1 2  NYS 2 d  6 8 4 ,  t h e  New Y o r k  C o u r t  
a m p l i f i e d  t h i s  d i s t i n c t i o n :

" . . .  t h a t  an  i n s u r e r ' s  l i a b i l i t y  b e c o m e s  a b s o l u t e  
w h e n e v e r  l o s s  c o v e r e d  b y  a n y  p o l i c y  o c c u r s ,  . . .  a p p l i e s  
o n l y  t o  p o l i c i e s  r e q u i r e d  b y  t h e  S a f e t y  R e s p o n s i b i l i t y
A c t ,  a p p l i c a b l e  t o  u n i n s u r e d  m o t o r i s t s  i n v o l v e d  i n
a c c i d e n t s  who m u s t  p o s t  p r o o f  o f  i n s u r a n c e  b e f o r e  
u s i n g  t h e  r o a d  a g a i n ,  a n d  n o t  t o  t h o s e  u n d e r  t h e  
F i n a n c i a l  S e c u r i t y  A c t ,  w h i c h  p r o v i d e s  f o r  c o m p u l s o r y  
i n s u r a n c e  f o r  a l l  m o t o r i s t s  a n d  m a k e s  i t  m a n d a t o r y  t h a t  
p r o o f  o f  i n s u r a n c e  b e  s u b m i t t e d  b e f o r e  v e h i c l e s  c a n  b e  
r e g i s t e r e d . "

T h e  d o m i n a t e  p u r p o s e  o f  a  m a n d a t o r y  m o t o r  v e h i c l e  i n s u r a n c e  o r  
s e c u r i t y  l aw  i s  t o  p r o t e c t  m em b e r s  o f  t h e  g e n e r a l  p u b l i c  i n j u r e d  
b y  t h e  n e g l i g e n t  o p e r a t i o n  o f  m o t o r  v e h i c l e s  u p o n  t h e  h i g h w a y s  
o f  t h e  s t a t e ,  b y  g i v i n g  t h e m  s e c u r i t y  f o r  t h e  p a y m e n t  o f  t h e i r  
d a m a g e s .  B o u l t e r  v .  C o m m e r c i a l  S t a n d a r d  I n s .  C o . 1 7 5  F 2 d  7 6 3 ,
C l a r k  v .  H a r t f o r d  A c c .  & I n d e m n .  C o .  1 4 8  C o n n .  1 5 ,  1 6 6 A  2 d  7 1 3 .  
C o n v e r s e l y ,  t h e  p u r p o s e  o f  f i n a n c i a l  r e s p o n s i b i l i t y  l a w s  i s  t o  
k e e p  o f f  t h e  h i g h w a y s  t h e  f i n a n c i a l l y  i r r e s p o n s i b l e  o w n e r  o r  
o p e r a t o r  who c a n n o t  r e s p o n d  t o  d a m a g e s  f o r  t h e  i n j u r i e s  h e  may  
i n f l i c t ,  a nd  t o  r e q u i r e  h i m ,  a s  a  c o n d i t i o n  f o r  s e c u r i n g  o r  
r e t a i n i n g  a  r e g i s t r a t i o n  o r  a n  o p e r a t o r ' s  l i c e n s e ,  t o  f u r n i s h  
a d e q u a t e  mean s  o f  s a t i s f y i n g  p o s s i b l e  c l a i m s  a g a i n s t  h im .
T h e  p r o c u r i n g  a n d  m a i n t a i n i n g  o f  s u c h  i n s u r a n c e  i s  n o t  r e q u i r e d  
i n  t h e  a b s e n c e  o f  a  s t a t u t e ,  o r d i n a n c e ,  o r  a d m i n i s t r a t i v e  
r e g u l a t i o n  e x p r e s s l y  r e q u i r i n g  i t .  A r e q u i r e m e n t  o f  m a n d a t o r y  
i n s u r a n c e  d o e s  n o t  a r i s e  b y  i m p l i c a t i o n .  C o u c h  o n  I n s u r a n c e  2 d ,
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C o m p u l s o r y  I n s u r a n c e  S e c .  4 5 : 6 5 9 .  T h u s ,  i n  p u b l i c  p o l i c y  t e r m s ,  
t h e  m a i n t e n a n c e  o f  m a n d a t o r y  i n s u r a n c e  i s  m e r e l y  p a r t  o f  t h e  
p r i c e  p a i d  f o r  o b t a i n i n g  a  s p e c i f i c  p r i v i l e g e  f r o m  t h e  g o v e r n ­
m e n t ,  s u c h  a s  t h e  p r i v i l e g e  o f  o p e r a t i n g  a s  a  m o t o r  c a r r i e r ,  
o r  t h e  p r i v i l e g e  o f  o p e r a t i n g  a  p r i v a t e  p a s s e n g e r  m o t o r  v e h i c l e  
u p o n  r o a d s  o r  t h e  p r i v i l e g e  o f  o p e r a t i n g  a m o t o r  v e h i c l e  a f t e r  
h a v i n g  b e e n  i n v o l v e d  i n  a n  a c c i d e n t .  I d .  S e c .  4 5 : 6 5 8 .  A l t h o u g h  
t h e  p h r a s e  m a n d a t o r y  m o t o r  v e h i c l e  i n s u r a n c e ,  a p p l i e d  b r o a d l y  
i n c l u d e s  a n y  t y p e  o f  i n s u r a n c e  c o v e r a g e  r e q u i r e d  b y  l a w ,  m a n d a t o r y  
m o t o r  v e h i c l e  i n s u r a n c e  l a w s  h a v e  b e e n  e n a c t e d  i n  v a r i o u s  f o r m s  and  
m u s t  b e  d i s t i n g u i s h e d  a s  t o  c h a r a c t e r i s t i c s  a n d  t h e  r i s k  
i n s u r e d  a g a i n s t .  T h e r e  a r e  many  c o m p o n e n t s  t o  t h e  
m od e r n  d a y  a u t o m o b i l e  i n s u r a n c e  p o l i c y .  T y p i c a l  m a n d a t o r y  
c o v e r a g e s  i n c o r p o r a t e d  i n  t h e  a u t o m o b i l e  p o l i c y  a r e  f i r s t  p a r t y  
b e n e f i t  c o v e r a g e ,  b o d i l y  i n j u r y  a n d  p r o p e r t y  d am ag e  l i a b i l i t y  
c o v e r a g e  and  u n i n s u r e d  m o t o r i s t  p r o t e c t i o n .
F I R S T  PARTY BE NE F IT  COVERAGE
As p a r t  o f  w h a t  i s  known a s  " n o  f a u l t  i n s u r a n c e , "  s ome  s t a t e s  
h a v e  a d o p t e d  m a n d a t o r y  f i r s t  p a r t y  b e n e f i t  l a w s ,  t h e  n e w e s t  f o r m  
o f  m a n d a t o r y  i n s u r a n c e ,  w h i c h  r e q u i r e  t h a t  a u t o m o b i l e  i n s u r a n c e  
p o l i c i e s  m u s t  p r o v i d e  s p e c i f i e d  b e n e f i t s  t o  s p e c i f i e d  p e r s o n s  
i n  t h e  e v e n t  t h a t  t h e y  a r e  i n j u r e d  i n ,  o r  d i e  a s  a  r e s u l t  o f ,  
an  a u t o m o b i l e  a c c i d e n t .  T h i s  t y p e  o f  m a n d a t o r y  c o v e r a g e ,  c a l l e d  
b a s i c  r e p a r a t i o n s  b e n e f i t s  u n d e r  C o n n e c t i c u t ' s  n o  f a u l t  l a w ,  i s  
t w o - p a r t y  i n s u r a n c e  w h i c h  c o n s i s t s  o f  a  u n i f o r m ,  s e p a r a t e l y  
i d e n t i f i a b l e  t y p e  o f  c o v e r a g e  f o r  e c o n o m i c  l o s s  r e s u l t i n g  f r o m  
i n j u r y  a r i s i n g  o u t  o f  t h e  u s e  o f  a n  a u t o m o b i l e .  P e r s o n s  q u a l i f i e d  
t o  r e c e i v e  b e n e f i t s  a r e  u s u a l l y  t h e  name i n s u r e d  a n d  m em be r s  o f  
h i s  f a m i l y ,  o t h e r  o c c u p a n t s  o f  t h e  i n s u r e d  v e h i c l e ,  a n d ,  i n  
s ome  s t a t e s ,  p e d e s t r i a n s . B e n e f i t s  a r e  t y p i c a l l y  f o r  m e d i c a l  
e x p e n s e s ,  wage  l o s s  o f  e m p l o y e d  p e r s o n s ,  r e p l a c e m e n t  c o s t  o f  
s e r v i c e s ,  and  f u n e r a l  c o s t s .  M a n d a t o r y  f i r s t - p a r t y  b e n e f i t  
c o v e r a g e  i s  a  f c .  m o f  c o m p e n s a t i o n  f o r  t h o s e  i n j u r e d  i n  a u t o ­
m o b i l e  a c c i d e n t s ,  a n d  i t  i s  p a i d  w i t h o u t  r e g a r d  t o  f a u l t .
L I A B I L I T Y  COVERAGE
A n o t h e r  t y p e  o f  m a n d a t o r y  m o t o r  v e h i c l e  i n s u r a n c e  i s  t h e  t r a ­
d i t i o n a l  t h i r d  p a r t y  b o d i l y  i n j u r y  a n d  p r o p e r t y  d am ag e  l i a b i l i t y  
c o v e r a g e .  T h e  p r i n c i p l e  p u r p o s e  o f  t h i s  l i a b i l i t y  i n s u r a n c e  
i s  t h e  p r o t e c t i o n  o f  t h i r d  p a r t i e s  i n j u r e d  b y  t h e  n e g l i g e n t  
o p e r a t i o n  o f  m o t o r  v e h i c l e s ,  h o w e v e r ,  s i g h t  m u s t  n o t  b e  l o s t  
o f  t h e  f a c t  t h a t  s u c h  i n s u i c . . n c e  a l s o  p r o v i d e s  p r o t e c t i o n  f o r  
t h e  i n s u r e d  t h r o u g h  t h e  p r e s e r v a t i o n  o f  h i s  a s s e t  w h e r e  h e  i s  
f o u n d  t o  b e  l e g a l l y  r e s p o n s i b l e .  T h u s ,  s u c h  l a w s  d o  n o t  
a u t h o r i z e  c o u r t s  t o  d i s r e g a r d  t h e  r i g h t  o f  t h e  i n s u r e d  t o  o b t a i n  
t h e  i n / e m n i t y  f o r  w h i c h  h e  h a s  p a i d .  T r i n i t y  U n i v e r s a l  I n s .  C o . 
v . Cui .l i n g h am  (CA 8 Mo) 1 0 7  F 2 d  8 5 7 .
U n d e r  t h i s  t y p e  o f  i n s u r a n c e ,  t h e  i n s u r e r  a g r e e s  t o  p a y  o n  b e h a l f
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o f  t h e  i n s u r e d  a l l  s u m s ,  t o  t h e  e x t e n t  o f  t h e  p o l i c i e s  l i m i t s  
c f  l i a b i l i t y ,  w h i c h  t h e  i n s u r e d  s h a l l  b e c o m e  l e g a l l y  o b l i g a t e d  
t o  p a y  a s  d am ag e s  b e c a u s e  o f  b o d i l y  i n j u r y  o r  p r o p e r t y  d a m a g e ,  
a r i s i n g  o u t  o f  t h e  o w n e r s h i p ,  m a i n t e n a n c e  o r  u s e  o f  a n  a u t o m o b i l e .  
T h o s e  i n s u r e d  a r e  ( 1 )  t h e  n am ed  i n s u r e d  a n d  a n y  r e s i d e n t  o f  t h e  
same  h o u s e h o l d ;  ( 2 )  t h o s e  u s i n g  t h e  v e h i c l e  w i t h  t h e  p e r m i s s i o n  
o f  t h e  i n s u r e d ;  a n d  ( 3 )  a n y  o t h e r  p e r s o n ,  b u t  o n l y  w i t h  r e s p e c t  
t o  h i s  l i a b i l i t y  b e c a u s e  o f  a c t s  o r  o m i s s i o n s  o f  t h e  named  
i n s u r e d ,  r e s i d e n t  i n  t h e  s am e  h o u s e h o l d  o r  o t h e r s  u s i n g  t h e  
v e h i c l e  w i t h  p e r m i s s i o n .  T y p i c a l l y ,  t h i s  t y p e  o f  l i a b i l i t y  
i n s u r a n c e  m u s t  c o m p l y  w i t h  a  s t a t e ' s  m in imum  i n s u r a n c e  l e v e l s  
u n d e r  t h e  f i n a n c i a l  r e s p o n s i b i l i t y  l a w .
As i s  t h e  c a s e  w i t h  m a n d a t o r y  i n s u r a n c e  i n  g e n e r a l ,  a  s t . a t e  may  
v a l i d l y  r e q u i r e  l i a b i l i t y  i n s u r a n c e  o f  a l l  p e r s o n s  d r i v i n g  
a u t o m o b i l e s ,  e v e n  t h o u g h  f o r  t h e i r  p r i v a t e  u s e ,  o r  may r e s t r i c t  
s u c h  a  r e q u i r e m e n t  t o  c e r t a i n  c l a s s e s  o f  o p e r a t o r s .  O p i n i o n  o f  
J u s t i c e s , 2 5 1  M a s s .  5 6 9 ,  1 4 7  N E 6 8 1 .  T h e  p o w e r  o f  t h e  l e g i s l a t u r e  
t o  im p o s e  s u c h  a  r e q u i r e m e n t  i s  f o u n d  i n  i t s  a u t h o r i t y  o v e r  p u b l i c  
h i g h w a y s  an d  i t s  p o w e r  t o  p r o v i d e  f o r  t h e  p u b l i c  s a f e t y  b y  
r e a s o n a b l e  r e a u l a t i o n  o f  u n d e r t a k i n g s  t h a t  a r e  i n h e r e n t l y  
d a n g e r o u s .  I d .
UNINSUIIED MOTORISTS COVERAGE
U n i n s u r e d  m o t o r i s t s  c o v e r a g e  i s  a n o t h e r  t y p e  o f  i n s u r a n c e  w h i c h  
i s  o f t e n - t i m e s  m a n d a t o r y .  T h i s  c o v e r a g e  i s  d e s i g n e d  t o  p r o t e c t  
t h e  i n s u r e d  when  a  t h i r d  p a r t y  i s  a t  f a u l t  b u r  c a n n o t  p a y  f o r  
a n  i n j u r y  h e  h a s  c a u s e d  b e c a u s e  h e  i s  u n i n s u r e d .  - I t  a l s o  a p p l i e s  
t o  h i t - a n d - r u n  c a s e s .
U n d e r  t h e  i n s u r i n g  a g r e e m e n t ,  t h e  i n s u r e d  a g r e e s  t o  p a y  a l l  s u m s ,  
t o  t h e  e x t e n t  o f  c o v e r a g e  l i m i t s ,  w h i c h  t h e  i n s u r e d  i s  l e g a l l y  
e n t i t l e d  t o  r e c o v e r  a s  d a m a g e s  f r o m  t h e  ow n e r  o r  o p e r a t o r  o f  
an  u n i n s u r e d  a u t o m o b i l e  b e c a u s e  o f  b o d i l y  i n j u r y ,  a n d  i n  s ome  
c a s e s ,  p r o p e r t y  d a m a g e ,  s u s t a i n e d  b y  t h e  i n s u r e d  i n  a n  a c c i d e n t  
i n v o l v i n g  s u c h  a u t o m o b i l e .  T h e  i n s u r e d  i n c l u d e s  t h e  named  
i n s u r e d  and  a n y  r e l a t i v e , e x c e p t  o n e  who  owns  a n  a u t o m o b i l e , 
an d  o t h e r  p e r s o n s  o c c u p y i n g  t h e  i n s u r e d  a u t o m o b i l e .  L i m i t s  o f  
l i a b i l i t y  a r e  g e n e r a l l y  t h e  s am e  a s  t h o & e  r e q u i r e d  b y  t h e  
f i n a n c i a l  r e s p o n s i b i l i t y  l a w .
F INANC IAL  R E S P O N S I B I L I T Y
L a s t l y ,  a s  n o t e d  p r e v i o u s l y ,  f i n a n c i a l  r e s p o n s i b i l i t y  r e q u i r e m e n t s  
a r e  m a n d a t o r y  u n d e r  c e r t a i n  c o n d i t i o n s .  T h e s e  l a w s  s p e c i f y  c i r ­
c u m s t a n c e s  u n d e r  w h i c h  t h e  d r i v e r  m u s t  p r o v e  f i n a n c i a l  r e s p o n ­
s i b i l i t y  o r  h a v e  h i s  d r i v e r ' s  l i c e n s e  a n d  a u t o  r e g i s t r a t i o n  
s u s p e n d e d .  A c c e p t a b l e  p r o o f  i s  u s u a l l y  a u t o m o b i l e  l i a b i l i t y  
i n s u r a n c e  w i t h  s p e c i f i e d  m in im um  l i m i t s  o r  t h e  d e p o s i t  o f  c a s h  
o r  a  b o n d  o f  t h e  s am e  a m o u n t .
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STATE LAWS
T h e r e  a r e  2 0  s t a t e s  w h i c h  h a v e  a d o p t e d  m a n d a t o r y  f i r s t  p a r t y  
b e n e f i t  l a w s .  O f  t h e s e ,  1 5  s t a t e s ,  a n d  o n e  U . S .  p o s s e s s i o n ,  
h a v e  a d o p t e d ,  t h i s  t y p e  o f  m a n d a t o r y  c o v e r a g e  i n  c o m b i n a t i o n  
w i t h  n o  f a u l t  i n s u r a n c e .  F o u r  o t h e r  s t a t e s  a l s o  r e q u i r e  
m a n d a t o r y  f i r s t  p a r t y  c o v e r a g e  b u t  a s  a d d i t i o n a l  p r o t e c t i o n  
i n  c o n n e c t i o n  w i t h  a  t r a d i t i o n a l  t h i r d  p a r t y  f a u l t  l i a b i l i t y  
i n s u r a n c e  l a w .
No F a u l t  M a n d a t o r y  F i r s t  P a r t y  C o v e r a g e  S t a t e s
C o l o r a d o
C o n n e c t i c u t
F l o r i d a
G e o r g i a
H a w a i i
K a n s a s
K e n t u c k y
M a s s a c h u s e t t s

M i c h i g a n  
M i n n e s o t a  
New J e r s e y  
New Y o r k  
N .  D a k o t a  
P e n n s y l v a n i a  
P u e r t o  R i c o  
U t a h

A d d -O n  S t a t e s
D e l a w a r e  
M a r y l a n d  
New H a m p s h i r e  
S .  C a r o l i n a

T h i r t y - t w o  s t a t e s  a n d  o n r  U . S .  p o s s e s s i o n  h a v e  m a n d a t o r y  t h i r d  
p a r t y  l i a b i l i t y  i n s u r a n c e  r e q u i r e m e n t s .  T h e y  a r e  A r i z o n a ,  
C a l i f o r n i a ,  C o l o r a d o ,  C o n n e c t i c u t ,  D e l a w a r e ,  G e o r g i a ,  F l o r i d a ,  
H a w a i i ,  I n d i a n a  ( e f f e c t i v e  i n  1 9 8 4 )  , I d a h o ,  K a n s a s ,  K e n t u c k y ,  
L o u i s i a n a ,  M a r y l a n d ,  M a s s a c h u s e t t s ,  M i c h i g a n ,  M i n n e s o t a ,
M o n t a n a ,  N e v a d a ,  New J e r s e y ,  New M e x i c o  ( e f f e c t i v e  i n  1 9 8 4 )  ,
New Y o r k ,  W. C a r o l i n a ,  N .  D a k o t a ,  O k l a m o n a ,  O r e g o n ,  P e n n s y l v a n i a ,  
S .  C a r o l i n a ,  T e x a s ,  U t a h ,  V i r g i n  I s l a n d ,  W e s t  V i r g i n i a  a n d  
W yom ing .  One s t a t e ,  R h o d e  I s l a n d ,  o n l y  r e q u i r e s  m i n o r s  ow n in g  
m o t o r  v e h i c l e s  t o  f u r n i s h  p r o o f  o f  l i a b i l i t y  i n s u r a n c e  c o v e r a g e  
b e f o r e  r e g i s t r a t i o n  o f  t h e  v e h i c l e .
M a n d a t o r y  u n i n s u r e d  m o t o r i s t  c o v e r a g e  i s  r e q u i r e d  i n  2 0  s t a t e s  
an d  t h e  V i r g i n  I s l a n d s ,  w h i l e  a l l  o f  t h e  s t a t e s  e x c e p t  D e l a w a r e ,  
M i n n e s o t a  a n d  K e n t u c k y  h a v e  f i n a n c i a l  r e s p o n s i b i l i t y  r e q u i r e m e n t s .  
P u e r t o  R i c o  a n d  t h e  V i r g i n  I s l a n d s  a l s o  d o  n o t  h a v e  a  f i n a n c i a l  
r e s p o n s i b i l i t y  s t a t u t e .
M a n d a t o r y  U n i n s u r e d  M o t o r i s t  C o v e r a g e  S t a t e s
A r i z o n a
C o n n e c t i c u t
I l l i n o i s
M a in e
M a r y l a n d
M a s s a c h u s e t t s
M i n n e s o t a
M i s s o u r i
New H a m p s h i r e
New J e r s e y

New Y o r k  
N .  D a k o t a  
O r e g o n  
P e n n s y l v a n i a  
S .  C a r o l i n a  
S .  D a k o t a  
V e r m o n t  
V i r g i n i a  
W. V i r g i n i a  
W i s c o n s i n
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ADOPTION IN  CONNECTICUT
A p a r t  f r o m  t h a t  im p o s e d  c o n d i t i o n a l l y  b y  t h e  s t a t e ' s  f i n a n c i a l  
r e s p o n s i b i l i t y  l a w ,  m a n d a t o r y  f i r s t  p a r t y  o r  no  f a u l t  i n s u r a n c e  
was a  p r i n c i p a l  e l e m e n t  o f  C o n n e c t i c u t ' s  No  F a u l t  M o t o r  V e h i c l e  
I n s u r a n c e  L aw .  A l t h o u g h  d e f i n e d  i n  t h e  No F a u l t  A c t ,  m a n d a t o r y  
t h i r d  p a r t y  l i a b i l i t y  a n d  u n i n s u r e d  m o t o r i s t  c o v e r a g e s  w e r e  
e n a c t e d  p r i o r  t o  t h e  a d o p t i o n  o f  n o  f a u l t .  ‘...... ................
E n a c t m e n t  o f  t h e  C o n n e c t i c u t  No F a u l t  I n s u r a n c e  A c t  r e s u l t e d  
f r o m  t h e  h i s t o r i c a l  d i s a f f e c t i o n  w i t h  t h e  i n a d e q u a c i e s  o f  t h e  
a u t o m o b i l e  a c c i d e n t  c o m p e n s a t i o n  s y s t e m  b a s e d  o n  f a u l t ,  t h e  
a v a i l a b i l i t y  o f  e m p e r i c a l  d a t a  f r o m  s y s t e m a t i c  s t u d i e s  o f  
a l t e r n a t i v e  a u t o m o b i l e  a c c i d e n t  r e p a r a t i o n  s y s t e m s ,  a n d  t h e  
w i l l i n g n e s s  o f  t h e  l e g i s l a t u r e  t o  r e s p o n d .
P u b l i c  a w a r e n e s s  o f  t h e  d e f i c i e n c i e s  a n d  i n e q u i t i e s  o f  t h e  
t o r t  l i a b i l i t y  s y s t e m  f o r  t h e  c o m p e n s a t i o n  o f  v i c t i m s  o f  
m o t o r  v e h i c l e  a c c i d e n t s  w a s  h e i g h t e n e d  a n d  e n c o u r a g e d  b y  t h e  
p u b l i c a t i o n  i n  1 9 6 5  o f  a  s t u d y  e n t i t l e d  " B a s i c  P r o t e c t i o n  f o r  
t h e  T r a f f i c  V i c t i m "  b y  P r o f e s s o r s  R o b e r t  E .  K e e t o n  a n d  J e f f r e y  
O ' C o n n e l l .  T h i s  d e t a i l e d  w o r k  i d e n t i f i e d  w e a k n e s s e s  a n d  
i n e f f i c i e n c i e s  i n h e r e n t  i n  a n  a u t o m o b i l e  r e p a r a t i o n s  s y s t e m  
b a s e d  on  f r a i x t .
I n  M ay ,  1 9 6 8 ,  t h e  C o n g r e s s  o f  t h e  U n i t e d  S t a t e s  i n  P u b l i c  Law  
9 0 - 3 1 3  d i r e c t e d  t h e  S e c r e t a r y  o f  T r a n s p o r t a t i o n  t o  i n v e s t i g a t e  
t h e  m o t o r  v e h i c l e  a c c i d e n t  c o m p e n s a t i o n  s y s t e m  a n d  t o  r e p o r t  
t o  t h e  C o n g r e s s  h i s  f i n d i n g s , c o n c l u s i o n s  a n d  r e c o m m e n d a t i o n s  
f o r  l e g i s l a t i o n .  T h e  f i n d i n g s  o f  t h e  D e p a r t m e n t  o f  T r a n s p o r t a ­
t i o n  s t u d y  w e r e  t h a t  t h e  s t a t e s  s h o u l d  s t r i v e  t o w a r d s :  a  s y s t e m
o f  n o - f a u l t  i n s u r a n c e  ( 1 )  b a s e d  o n  u n i v e r s a l  c o m p u l s o r y  f i r s t  
p a r t y  i n s u r a n c e  c o v e r a g e  s e r v i c e d  b y  p r i v a t e  i n s u r a n c e  c o m p a n i e s  
a n d  p r o v i d i n g  p r o t e c t i o n  f o r  a l l  m o t o r  v e h i c l e  o w n e r s  b y  c o v e r i n g  
a l l  e c o n o m i c  l o s s e s  a b o v e  v o l u n t a r i l y  a c c e p t e d  d e d u c t i b l e s ;  a n d
( 2 )  c o u p l e d  w i t h  r e s t r i c t i o n s  o n  t h e  a v a i l a b i l i t y  o f  r e s o r t  t o  
l i t i g a t i o n  b y  m o t o r  v e h i c l e  a c c i d e n t  v i c t i m s  f o r  e c o n o m i c  l o s s e s  
o r  f o r  i n t a n g i b l e  l o s s e s  e x c e p t  i n  s e r i o u s  c a s e s .
T h e  n e e d  t o  i n v e s t i g a t e  t h e  i n a d e q u a c y  o f  t h e  e x i s t i n g  s y s t e m  
f o r  c o m p e n s a t i o n  o f  a u t o m o b i l e  a c c i d e n t  v i c t i m s  i n  C o n n e c t i c u t  
l e d  t o  t h e  e n a c t m e n t  o f  1 9 7 1  S p e c i a l  A c t  N o .  1 4 3  t o  e s t a b l i s h  
a  c o m m i t t e e  t o  u n d e r t a k e  a  c o m p r e h e n s i v e  s t u d y  a n d  m ake  r e c o m ­
m e n d a t i o n s  f o r  l e g i s l a t i o n .  T h e  s t u d y  c o m m i s s i o n  w as  c h a r g e d  t o  
s t u d y  an d  make  s u g g e s t i o n s  r e g a r d i n g  a u t o m o b i l e  a c c i d e n t s , i n ­
c l u d i n g  t h e i r  p r e v e n t i o n  a n d  c o n s e q u e n c e s ,  a n d  r e l a t e d  i n s u r a n c e ,  
m o t o r  v e h i c l e  a n d  p r o c e d u r a l  l a w s ,  a n d  t o  d e t e r m i n e  w h e t h e r  s u c h  
l a w s ,  t o g e t h e r  w i t h  t h e  s t a t u t o r y  r u l e s  o f  t h e  r o a d ,  m u s t  
e f f e c t i v e l y  c o n t r i b u t e  t o  t h e  p r e v e n t i o n  o f  a u t o m o b i l e  a c c i d e n t s  
a n d  t h e  e x p e d i t i o u s  a n d  a d e q u a t e  f i n a n c i a l  r e c o u r s e  o f  a u t o m o b i l e  
a c c i d e n t  v i c t i m s .  T h i s  c o m m i s s i o n  r e c o m m e n d e d  t h a t  t h e  l e g i s ­
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l a t u r e  a d o p t  " an  e v o l u t i o n a r y  a p p r o a c h  t o  i m p r o v i n g  C o n n e c t i c u t ' s  
t o r t  l i a b i l i t y  s y s t e m  t o  t h e  e n d  t h a t  a  g r e a t e r  n um be r  o f  i n j u r e d  
p e r s o n s  w o u l d  . r e c e i v e  p a y m e n t  f o r  t h e i r  i n j u r i e s  a n d  d a m a g e s  b y  
m a n d a t o r y  f i r s v  ^ a r t y  p a y m e n t s  t o  b e  made  w i t h o u t  r e g a r d  t o  
f a u l t . "  T h e  C o m m i s s i o n  f u r t h e r  s u g g e s t e d  t h a t  s u i t s  f o r  p a i n  
a n d  s u f f e r i n g  b e  a b o l i s h e d  e x c e p t  i n  c i r c u m s t a n c e s  i n v o l v i n g  
d e a t h ,  s e r i o u s  i n j u r y  o r  e c o n o m i c  l o s s  a b o v e  a  t h r e s h h o l d .  
S u b s t i t u t i o n  o f  t h e  f i r s t  p a r t y  b e n e f i t s  f o r  t h e  t o r t  r e m e d y  
w as  n e c e s s a r y  t o  p a y  f o r  t h e  a d d i t i o n a l  f i r s t  p a r t y  c o v e r a g e s  
r e c om m en d e d  a n d  t o  o b t a i n  t h e  d o l l a r  p r e m i u m  s a v i n g s  w h i c h  
t h e  p u b l i c  e x p e c t e d .
U p on  r e c e i p t  o f  t h e  s t u d y  c o m m i s s i o n ' s  r e p o r t ,  t h e  G e n e r a l  
A s s e m b l y  i n  1 9 7 2  b e g a n  c o n s i d e r a t i o n  o f  a  n o - f a u l t  i n s u r a n c e  
b i l l .  S u b s t i t u t e  H o u s e  D i l l  N o .  5 4 7 9  e n t i t l e d  "An A c t  C o n c e r n ­
i n g  No F a u l t  M o t o r  V e h i c l e  I n s u r a n c e "  w a s  t h e  s u b j e c t  o f  e x t e n ­
s i v e  h e a r i n g s  b e f o r e  t h e  J o i n t  J u d i c i a r y  a n d  I n s u r a n c e  a n d  R e a l  
E s t a t e  C o m m i t t e e .  T h e  G e n e r a l  A s s e m b l y ,  a f t e r  l e n g t h y  d e b a t e  
a n d  s t u d y , p a s s e d  S u b s t i t u t e  H o u s e  B i l l  N o .  5 4 7 9  o n  A p r i l  1 8 ,
1 9 7 2 .  T h e  A c t  was s i g n e d  a n d  a p p r o v e d  b y  t h e  G o v e r n o r  o n  May 
1 9 ,  1 9 7 2 .
I n  1 9 7 5 ,  t h e  c o n s t i t u t i o n a l i t y  o f  C o n n e c t i c u t ' s  n o - f a u l t  l aw  
w as  u p h e l d  i n  G e n t i l e  V .  A l t e r m a t t  1 6 9  C o n n .  2 6 7 ,  3 6 3  A 2 d .  I n  
r e v i e w i n g  t h e  m a n d a t o r y  s e c u r i t y  p r o v i s i o n s  o f  t h e  A c t  ( S e c t i o n  
3 8 - 3 2 7 ) ,  t h e  C o u r t  s t a t e d  t h  ; f o l l o w i n g :

" T h e  f a c t  t h a t  t h e  * c t  m a n d a t e s  c o m p u l s o r y  s e c u r i t y  
[m a n d a t o r y  f i r s t  p a r t y  b e n e f i t s ]  a n d  d i r e c t s  t h a t  
u n i n s u r e d  o w n e r s  o f  p r i v a t e  p a s s e n g e r  v e h i c l e s  w i t h  
l i a b i l i t y  t c i n j u r e d  p a r t i e s  u n d e r  t h e  a c t  p o s t  
s e c u r i t y  [ f i n a n c i a l  r e s p o n s i b i l i t y ]  a n d  p r o v i d e s  
p e n a l  s a n c t i o n s  f o r  f a i l u r e  t o  c a r r y  s u c h  s e c u r i t y  i s  
n o t  o f f e n s i v e  t o  t h e  s t a t e  o r  f e d e r a l  c o n s t i t u t i o n s .
S i n c e  i t  i s  w i t h i n  t h e  p r o v i n c e  o f  t h e  l e g i s l a t u r e  t o  
c r e a t e  a l t e r n a t i v e  r e m e d i e s ,  a n d  s i n c e  we h a v e  f o u n d  
t h e s e  r e m e d i e s  t o  b e  r e a s o n a b l e ,  i t  i s  m e r e l y  an  
e x e r c i s e  o f  t h e  p o l i c e  p o w e r  t o  d i r e c t  t h a t  a l l  p r i v a t e  
p a s s e n g e r  v e h i c l e  o w n e r s  c a r r y  b a s i c  s e c u r i t y . ' 1

SOURCES OF SUPPORT AND O P P O S IT IO N  IN  CONNECTICUT
T h e  i s s u e  c o n c e r n i n g  m a n d a t o r y  m o t o r  v e h i c l e  i n s u r a n c e ,  p a r t i ­
c u l a r l y  m a n d a t o r y  f i r s t  p a r t y  b e n e f i t  c o v e r a g e  i n c o r p o r a t e d  
i n  C o n n e c t i c u t ' s  n o  f a u l t  l a w ,w a s  t h e  s u b j e c t  o f  e x t e n s i v e  s t u d y  
an d  d e b a t e  f r o m  1 9 7 9  t o  1 9 7 2 .  A t  p u b l i c  h e a r i n g s  h e l d  b y  t h e  
S p e c i a l  C o m m i s s i o n  t o  S t u d y  A P r o g r a m  o f  R e s t r i c t e d  M o t o r  V e h i c l e  
I n s u r a n c e ,  and  t h e  J o i n t  C o m m i t t e e s  o n  I n s u r a n c e  a n d  R e a l  E s t a t e  
a n d  J u d i c i a r y ,  b o t h  f a v o r a b l e  a n d  u n f a v o r a b l e  t e s t i m o n y  on  t h e  
s u b j e c t  was h e a r d .



A u g u s t  1 8 ,  1 9 8 2  

Ma s s a c h u s e t t s
The  I n s u r a n c e  C o m m i s s i o n e r  f r o m  t h e  n e i g h b o r i n g  s t a t e  o f  
M a s s a c h u s e t t s  g a v e  t e s t i m o n y  i n  s u p p o r t  o f  t h e  a d o p t i o n  o f  
no  f a u l t  b a s e d  u p o n  t h a t  s t a t e ' s  o n e  y e a r  e x p e r i e n c e  w i t h  
t h e  l a w .  M a s s a c h u s e t t s  a d o p t e d  n o  f a u l t  i n  1 9 7 1 .  I n  h i s  
t e s t i m o n y ,  C o m m i s s i o n e r  R y a n  o u t l i n e d  t h e ' b e n e f i t s  o f  n o  
f a u l t  i n  t h i s  w a y :  " I n  b r o a d  t e r m s  [ n o  f a u l t ]  e l i m i n a t e s
d e l a y  b y  e l i m i n a t i n g  t h e  n e e d  t o  e s t a b l i s h  f a u l t  a n d  b y  
p a y i n g  t h e  v i c t i m  o n  a  d i r e c t ,  f i r s t  p a r t y  b a s i s ;  i t  e l i ­
m i n a t e s  i n e f f i c i e n c y  b y  c u t t i n g  i n t o  t h e  u n n e c e s s a r y  u s e  
o f  l e g a l  s e r v i c e s ;  i t  s t r i k e s  a t  i n e q u i t y  b y  g u a r a n t e e i n g  
a l l  v i c t i m s  a  b a s i c  f l o w  o f  b e n e f i t s  f o r  i m m e d i a t e  m e d i c a l  
a n d  e c o n o m i c  n e e d s  a n d  i t  e l i m i n a t e s  t h e  h i g h  c o s t  i n  t h e  
o v e r p a y m e n t  o f  t h o u s a n d s  o f  c a s e s  t h a t  h a v e  a  n u i s a n c e  v a l u e  
t o  i n s u r a n c e  c o m p a n i e s  w h i c h  u s e  t o  b e  p a i d  f o r  u n d e r  t h e  
g u i s e  o f  c o m p e n s a t i o n  f o r  p a i n  a n d  s u f f e r i n g . "  I n  s u p p o r t  
o f  t h e s e  c h a r a c t e r i z a t i o n s ,  t h e  C o m m i s s i o n e r  o f f e r e d  t h e  
f o l l o w i n g  i n f o r m a t i o n .

" P r i o r  t o  t h e  a d o p t i o n  o f  n o - f a u l t ,  a  2 0  t o  30% 
i n c r e a s e  i n  t h e  r a t e s  w a s  p r o p o s e d  f o r  1 9 7 1 ,  a f t e r  
a d o p t i o n  t h e  r a t e  f o r  p e r s o n a l  i n j u r y  c o v e r a g e  was  
r e d u c e d  t o  1 5 % ,  a n d  w i t h  t -h e  o p t i o n  i f  c h o o s i n g  
v a r i o u s  d e d u c t i b l e s ,  a  f u r t h e r  . . - e d u c t i o n  i n  c o s t  
f r o m  6 t o  30% c o u l d  b e  r e a l i z e d  d e p e n d i n g  u p o n  t h e  
s i z e  a n d  t y p e  o f  d e d u c t i b l e .  T h e  c o s t  o f  m e d i c a l  
p a y m e n t s  a l o n e  w e r e  r e d u c e d  25% i n  1 9 7 1 .  I n  t o t a l  
d o l l a r s ,  d r i v e r s  i n  M a s s a c h u s e t t s  p a i d  s om e  $ 7 6  
m i l l i o n  l e s s  f o r  a u t o  i n s u r a n c e  i n  1 9 7 1  t h a n  t h e y  
w o u l d  h a v e  p a i d  h a d  n o  f a u l t  n o t  b e e n  e n a c t e d .  T h e  
a v e r a g e  p e r  c l a i m  c o s t  i n  1 9 7 0  w a s  $ 4 1 9 .  F o r  t h e  
f i r s t  9 m o s .  o f  1 9 7 1  i t  w a s  $ 1 6 0 ,  a  60% d e c r e a s e . "

I n d u s t r y  R e p r e s e n t a t i v e s
Q u i t e  n a t u r a l l y ,  r e p r e s e n t a t i v e s  f r o m  t h e  i n s u r a n c e  i n d u s t r y ,  
w i t h o u t  e x c e p t i o n ,  v o i c e d  s u p p o r t  f o r  n o  f a u l t .  I n  t h e i r  
v i e w ,  t h e  a d v a n t a g e s  o f  a  f i r s t  p a r t y  s y s t e m  i n c l u d e d :  ( 1 )  
f a s t e r  c l a i m s  s e t t l e m e n t ?  ( 2 )  a  m o r e  e q u i t a b l e  s e t t l e m e n t  
p r o c e s s  i n  w h i c h  v i c t i m s  r e c e i v e  r e a s o n a b l e  c o m p e n s a t i o n  f o r  
l o s s e s ;  ( 3 )  s e t t l e m e n t s  u n e r o d e d  b y  i n v e s t i g a t i v e  c o s t s ,  c o u r t  
c o s t s  a n d  l e g a l  f e e s ;  ( 4 )  m i n i m i z a t i o n  o f  o v e r p a y m e n t s  f c r  
m i n o r  a c c i d e n t s  a n d  u n d e r p a y m e n t s  f o r  s e r i o u s  a c c i d e n t s ;  a n d  
( 5 )  l e s s e n i n g  t h e  t e n d e n c y  o f  i n s u r a n c e  c o m p a n i e s  t o  r e s i s t  
v i r t u a l l y  a l l  c l a i m s  n o  m a t t e r  h ow  v a l i d .
T h e  p o i n t  o f  d i s c o u r s e  am ong  I n d u s t r y  r e p r e s e n t a t i v e s  c e n t e r e d  
m o r e  on  t h e  t y p e  o r  f o r m  t h e  f i r s t  p a r t y  s y s t e m  s h o u l d  t a k e .  
Some r e p r e s e n t a t i v e s  o f  t h e  i n d u s t r y  f a v o r e d  t h e  " C o t t e r  P l a n , "  
named a f t e r  t h e n  C o n n e c t i c u t  I n s u r a n c e  C o m m i s s i o n e r  W i l l i a m  R . 
C o t t e r ,  u n d e r  w h i c h  e v e r y  p o l i c y  w o u l d  i n c l u d e  a  m in imum $ 2 0 0 0
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i n  m e d i c a l  p a y m e n t s  c o v e r a g e  a n d  a  y e a r  o f  d i s a b i l i t y  b e n e f i t s ,  
a s h i f t  f r o m  c o n t r i b u t o r y  n e g l i g e n c e  t o  a  c o m p a r a t i v e  n e g l i g e n c e  
r u l e ,  a r b i t r a t i o n  o f  s m a l l  c l a i m s  o f  $ 3 0 0 0  o r  l e s s  a n d  t h e  a d o p t i o n  
o f  s t a n d a r d s  f o r  a s s e s s m e n t  o f  d a m a g e s  f o r  p a i n  a n d  s u f f e r i n g .
O t h e r s  f a v o r e d  t h e  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n  P l a n  w h i c h  
i n v o l v e d  a  f o r m  o f  f i r s t  p a r t y  i n s u r a n c e  d e s i g n e d  t o  c o v e r  t h e  
f a m i l y .  T h e  p o l i c y  w o u l d  p r o v i d e  u n l i m i t e d  m e d i c a l  e x p e n s e  
b e n e f i t s  a n d  c o v e r a g e  f o r  l o s t  w a g e s  o r  w o r k  l o s s  u p  t o  $ 7 5 0  
p e r  m o n t h ,  w i t h o u t  l i m i t  o f  t i m e ,  t o r t  l i a b i l i t y  w o u l d  b e  t o t a l l y  
a b o l i s h e d  an d  c o m p e n s a t i o n  f o r  p a i n  a n d  s u f f e r i n g  e l i m i n a t e d ,  b u t  
an  e x t r a  lum p  sum p a y m e n t  i n  t h e  e v e n t  o f  p e r m a n e n t  i m p a i r m e n t  o r  
d i s f i g u r e m e n t  w o u l d  b e  p r o v i d e d .  S t i l l  o t h e r s  f a v o r e d  an  e x p a n d e d  
f i r s t  p a r t y  c o v e r a g e  p l a n .  U n d e r  t h i s  a p p r o a c h ,  t h e r e  v»ou ld  b e  n o  
e x e m p t i o n  f r o m  t o r t  l i a b i l i t y .  I n s t e a d ,  t h e  i n j u r e d  p a r t y  c o u l d  
c o l l e c t  b e n e f i t s  u n d e r  a  f i r s t  p a r t y  c o v e r a g e ,  r e t a i n i n g  t h e  
r i g h t  t o  s u e  f o r  l o s s e s  i n  e x c e s s  o f  t h e  a m o u n t  r e c o v e r e d  u n d e r  
t h e  f i r s t  p a r t y  c o v e r a g e .  M o s t  i m p o r t a n t ,  t h e  f i n a n c i a l  r e s p o n ­
s i b i l i t y  o f  t h e  n e g l i g e n t  d r i v e r  w o u l d  b e  r e t a i n e d  b y  p e r m i t t i n g  
s u b r o g a t i o n  b y  t h e  i n s u r e r  p a y i n g  t h e  f i r s t  p a r t y  b e n e f i t s .
P r a c t i c i n g  B a r
G e n e r a l l y ,  a t t o r n e y s  who r e p r e s e n t e d  a c c i d e n t  v i c t i m s  i n  p r x v a t e  
p r a c t i c e ,  p a r t i c u l a r l y  m em be r s  o f  t h e  T r i a l  L a w y e r s  A s s o c i a t i o n ,  
v o i c e d  o p p o s i t i o n  t o  t h e  a d o p t i o n  o f  n o - f a u l t  i n  t h e  b e l i e f  t h a t  
s u c h  an  a p p r o a c h  u n c o n s t i t u t i o n a l l y  i n f r i n g e d  u p o n  t h e  r i g h t  o f  
v i c t i m s  t o  s e e k  c o m p e n s a t i o n  f o r  t h e i r  i n j u r i e s  f r o m  t h e  p a r t y  
r e s p o n s i b l e .
T h e i r  c r i t i c i s m s  o f  n o  f a u l t  a l s o  c e n t e r e d  a r o u n d  t h e  f o l l o w i n g  
p o i n t s :  ( 1 )  i t  d i s c r i m i n a t e s  a g a i n s t  t h e  p o o r  u r b a n  d w e l l e r
a n d  n o n -w a g e  e a r n e r s ;  ( 2 )  t h e  c o s t  f o r  n o  f a u l t  f i r s t  p a r t y  
c o v e r a g e  w o u l d  b e  t r u e  c o s t s  b e c a u s e  s ome  f o r m  o f  no  f a u l t  
i n s u r a n c e  l i v e s  o f f  c o l l a t e r a l  s o u r c e s ;  ( 3 )  i t  w o u l d  d o  n o t h i n g  
t o  r e d u c e  t h e  c o s t  o f  p r o p e r t y  d a m a g e ;  ( 4 )  i t  t a k e s  b e n e f i t s  aw ay  
f r o m  p e o p l e  who a r e  c a r e f u l  t h r o u g h  t h e  e l i m i n a t i o n  o f  p a i n  and  
s u f f e r i n g ;  and  ( 5 )  i t  w o u l d  c r e a t e  d u p l i c a t i o n  i n  c o s t  b e c a u s e  
m o s t  p e o p l e  h a v e  h o s p i t a l i z a t i o n  i n s u r a n c e .
T h e  t r i a l  l a w y e r s  f a v o r e d  a  s y s t e m  i n  w h i c h  f i r s t  p a r t y  c o v e r a g e  
was p r o v i d e d  f o r  e c o n o m i c ,  m e d i c a l  a n d  w ag e  l o s s ;  w h e r e  t h e r e  
was  a  l i m i t a t i o n  o n  t h e  c o l l a t e r a l  s o u r c e  r u l e ,  w h e r e  p a y e e s  o f  
f i r s t  p a r t y  b e n e f i t s  w o u l d  h a v e  t h a t  a m o u n t  d e d u c t e d  f r o m  a n y  
s e t t l e m e n t  o r  v e r d i c t ,  w h e r e  s m a l l  c l a i m s  h a d  t o  b e  a r b i t r a t e d ,  
a n d  w h e r e  f i r s t  p a r t y  c o v e r a g e  w as  p r o v i d e d  w i t h o u t  a  l i e n  o r  
s u b r o g a t i o n  t o  r e d u c e  c o s t .  T h e y  a l s o  a d v o c a t e d  a  s y s t e m  u n d e r  
w h i c h  a c o m p a r a t i v e  n e g l i g e n c e  r u l e  w as  a p p l i c a b l e  a n d  w h e r e  
p e r m a n e n t  l i c e n s e  s u s p e n s i o n  f o r  r e p e a t  o f f e n d e r s  was  i m p o s e d .



Page 11 - OLR
August 18, 1982

R e n t - a - C a r  I n d u s t r y  a n d  L a b o r
R e p r e s e n t a t i v e s  o f  t h e  r e n t - a - c a r  i n d u s t r y ,  p u b l i c  l i v e r y  s e r v i c e s  
( t a x i c a b  c o m p a n i e s )  a n d  t h e  C o n n e c t i c u t  L a b o r  C o u n c i l  v o i c e d  
s u p p o r t  f o r  n o  f a u l t  f i r s t  p a r t y  c o v e r a g e .  T h e  r e n t - a - c a r  
i n d u s t r y ,  h o w e v e r ,  e x p r e s s e d  t h e i r  c o n c e r n s  a b o u t  t h e  e x c l u s i o n  
o f  c o m m e r c i a l  v e h i c l e s  f r o m  t h e  s c o p e  o f  n o  f a u l t  a n d  t h e  l o w  
d o l l a r  t h r e s h h o l d .  T h e s e  g r o u p s  f a v o r e d  a  $ 2 0 0 0  t h r e s h h o l d  b e f o r e  
a n  a c c i d e n t  v i c t i m  c o u l d  b r i n g  a  t h i r d  p a r t y  l a w s u i t  f o r  d a m a g e s .  
L a b o r ,  o n  t h e  o t h e r  h a n d ,  f a v o r e d  a  $ 1 0 0 0  t h r e s h h o l d  b e f o r e  a  
t h i r d  p a r t y  l a w s u i t  c o u l d  b e  i n i t i a t e d .  T h e y  a l s o  e x p r e s s e d  
s u p p o r t  f o r  f e d e r a l  n o  f a u l t  l e g i s l a t i o n ,  p a r t i c u l a r l y  t h e  t h e n  
p e n d i n g  H a r t - M a g n u s  n o  f a u l t  b i l l .
S e n i o r  C i t i z e n s
A s e n i o r  c i t i z e n  g r o u p ,  t h e  C o n n e c t i c u t  C o u n c i l  o f  S e n i o r  C i t i z e n s ,  
e x p r e s s e d  s u p p o r t  f o r  n o  f a u l t  o n  t h e  p r o m i s e  o f  r e d u c e d  p r em ium  
c o s t s .  T h e y  a l s o  f a v o r e d  a  s y s t e m  u n d e r  w h i c h  p r o p e r t y  d am ag e  
w o u l d  b e  i n c l u d e d  u n d e r  no  f a u l t .
P r i v a t e  C i t i z e n
L a s t l y ,  a  c i t i z e n ,  who a 7 p a r e n t l y  r e p r e s e n t e d  n o  o r g a n i z e d  g r o u p ,  
L o u i s  G e n t i l e ,  v o i c e d  h i s  d i s a p p r o v a l  o f  n o  f a u l t  p r i m a r i l y  o n  
t h e  b e l i e f  t h a t  s u c h  a n  a p p r o a c h  w o u l d  e l i m i n a t e  s u c h  v i t a l  r i g h t s  
a s  t r i a l  b y  j u r y  a n d  c o m p e n s a t i o n  f o r  p a i n  a n d  s u f f e r i n g .  He 
a l s o  v o i c e d  h i s  d i s p l e a s u r e  a t  t h e  c o m p u l s o r y  n a t u r e  o f  n o  f a u l t .
I t  i s  i n t e r e s t i n g  t o  n o t e  t h a t  M r .  G e n t i l e  w a s  o n e  o f  s e v e r a l  
p l a i n t i f f s  i n  G e n t i l e  v .  A l t e r m a t t .
STATE EXPER IENCE
U n d e r l y i n g  t h e  o b j e c t i v e s  o f  m a n d a t o r y  m o t o r  v e h i c l e  i n s u r a n c e  
l a w s  i s  t h e  b e l i e f  t h a t  s u c h  a n  a p p r o a c h  w i l l ,  i n  t h e  l o n g  t e r m ,  
r e d u c e  t h e  c o s t  o f  i n s u r a n c e ,  a s s u r e  e x p e d i t i o u s  c o m p e n s a t i o n  
t o  a c c i d e n t  v i c t i m s  a n d  r e m o v e  t h e  u n i n s u r e d  m o t o r i s t  f r o m  s t a t e  
h i g h w a y s .  I n  t h i s  s e c t i o n  o f  t h e  r e p o r t  p r e m i u m  l e v e l s  b e f o r e  
an d  i m m e d i a t e l y  a f t e r  t h e  a d o p t i o n  o f  m a n d a t o r y  f i r s t  p a r t y  
i n s u r a n c e  i n  M a s s a c h u s e t t s ' a n d  P u e r t o  R i c o  i s  r e v i e w e d ,  t h e  i m p a c t  
o f  m a n d a t o r y  f i r s t  p a r t y  i n s u r a n c e  o n  C o n n e c t i c u t ' s  u n i n s u r e d  
m o t o r i s t  p o p u l a t i o n  a n a l y s e d  a n d  t h e  e f f e c t  o f  c o s t  o n  a n d  c l a i m s  
u n d e r  b o d i l y  i n j u r y  a n d  p r o p e r t y  d am ag e  l i a b i l i t y ,  f i r s t  p a r t y  
b e n e f i t s  a n d  u n i n s u r e d  m o t o r i s t  c o v e r a g e s  i n  n o  f a u l t  s t a t e s  i s  
c o m p a r e d  t o  t h e s e  f a c t o r s  i n  n o n - n o  f a u l t  s t a t e s .
I n  a d d i t i o n ,  o b s e r v a t i o n s  h a v e  b e e n  n o t e d  r e l a t i n g  t o  t h e  
e x p e r i e n c e  o f  s t a t e s  i n  t h e  a d m i n i s t r a t i o n ,  e f f e c t i v e n e s s  a n d  
c o s t  o f  m a n d a t o r y  t h i r d  p a r t y  l i a b i l i t y  i n s u r a n c e  c o v e r a g e s .
T h e  t h r u s t  o f  t h i s  r e v i e w  i s  t w o f o l d :  ( 1 )  b e c a u s e  t h i r d
p a r t y  l i a b i l i t y  i n s u r a n c e  i s  t h e  o l d e s t  a n d  m o s t  common f o r m
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o f  m a n d a t o r y  i n s u r a n c e ,  s u b s t a n t i a l  s t a t e  e x p e r i e n c e  h a s  b e e n  
a c c u m u l a t e d  u p on  w h i c h  r e l a t i v e l y  r e l i a b l e  c o n c l u s i o n s  may b e  
d r a w n ;  a n d  ( 2 )  b y  i m p l i c a t i o n ,  t h e  e x p e r i e n c e s  o f  s t a t e s  w i t h  
m a n d a t o r y  l i a b i l i t y  i n s u r a n c e  l a w s  may  l o g i c a l l y  b e  a p p l i c a b l e  
t o  t h e  a d m i n i s t r a t i o n ,  e f f e c t i v e n e s s  a n d  c o s t  o f  o t h e r  f o r m s  
o f  m a n d a t o r y  a u t o m o b i l e  i n s u r a n c e  l a w s .
M a s s a c h u s e t t s
On A u g u s t  1 3 ,  3 . 9 7 0 ,  M a s s a c h u s e t t s  G o v e r n o r  F r a n c i s  W. S a r g e n t  
s i g n e d  S e n a t e  B i l l  1 5 8  i n t o  l a w .  T h e  b i l l  b e c a m e  e f f e c t i v e  
o n  J a n u a r y  1 ,  ’1 9 7 1 ,  m a k i n g  M a s s a c h u s e t t s  t h e  f i r s t  s t a t e  t o  
e n a c t  a n o  f a u l t  p l a n .  T h e  l a w  p r o v i d e d  f o r  t h e  am endm en t  o f  
t h e  M a s s a c h u s e t t s  c o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  l a w  t o  p r o v i d e  
c e r t a i n  f i r s t - p a r t y  c o v e r a g e s  o n  a  c o m p u l s o r y  b a s i s .  I t  a l s o  
m o d i f i e d  e x i s t i n g  t o r t  r e m e d i e s  f o r  a u t o m o b i l e  a c c i d e n t s  w i t h i n  
t h e  s t a t e .
T h e  im m e d i a t e  i m p a c t  c f  t h e  M a s s a c h u s e t t s  P l a n  a s  o f  t h e  i x r s t  
q u a r t e r  o f  1 9 7 1  i n d i c a t e d  t h a t  t h e  p r o g r a m  w as  e l i m i n a t i n g  s o -  
c a l l e d  n u i s a n c e  c l a i m s .  A c c o r d i n g  t o  G o v e r n o r  S a r g e n t ,  f x r s t  
q u a r t e r  r e s u l t s  i n d i c a t e d  t h a t  t h e r e  w as  a  60% d r o p  i n  t o t a l  
c l a i m s  u n d e r  c o m p u l s o r y  l i a b i l i t y  b o d i l y  i n j u r y  c o v e r a g e  d u r i n g  
t h e  f i r s t  t h r e e  m o n t h s  o f  1 5 7 1 ,  w i t h  a  3 6  p e r c e n t  r e d u c t i o n  i n  
t h e  a v e r a g e  p a i d  c l a i m .  T h e  a v e r a g e  p a i d  c l a i m  c o s t  i n  t h e  
f i r s t  q u a r t e r  o f  1 9 7 0  w a s  $ 2 0 5 .  T h e  a v e r a g e  p a i d  c l a i m  c o s t  i n  
t h e  f i r s t  q u a r t e r  o f  1 9 7 1  w a s  $ 1 3 1 .  T h e  G o v e r n o r  p r e d i c t e d  a  
" f u t u r e  p r em ium  c o s t  c u t  o f  /.5% f o r  b o d i l y  i n j u r y  i n s u r a n c e . "
I n s u r a n c e  i n d u s t r y  s p o k e s m e n  c o n f i r m e d  t h a t  t h e  v o l u m e  o f  c l a i m s  
h a d  b e e n  l o w e r  t h a n  a n t i c i p a t e d ,  b u t  i n d i c a t e d  t h i s  c o u l d  b e  d u e  
t o  t h e  t r a n s i t i o n  t o  t h e  new s y s t e m  a n d  a l s o  t o  " n o r m a l  l a g s  
b e tw e e n  t h e  o c c u r r e n c e  o f  an  a c c i d e n t  a n d  t h e  f i l i n g  o f  c l a i m s . "  
Some 7 0  t o  8 0  p e r c e n t  o f  t h e  b o d i l y  i n j u r y  c l a i m s  f i l e d  i n  J a n u a r y  
and  F e b r u a r y  a r o s e  f r o m  a c c i d e n t s  t h a t  o c c u r r e d  i n  t h e  p r e v i o u s  
D e c e m b e r ,  N o v em b e r ,  a n d  O c t o b e r  b e f o r e  t h e  new l a w  b e c a m e  e f f e c ­
t i v e  .
A l t h o u g h  t h e  l aw  r e q u i r e d  p a y m e n t  o f  b e n e f i t s  w i t h i n  3 0  d a y s  a f t e r  
r e c e i . p t  o f  a  c l a i m ,  p r o v i d e d  i t  w a s  a c c o m p a n i e d  b y  n e c e s s a r y  
R V p p o r t i n g  d a t a ,  c o m p a n i e s  d i s c o v e r e d  t h a t  t h e r e  h a d  b e e n  no  
r e d u c t i o n  i n  t h e  a v e r a g e  t i m e  l a g  o f  2 1  d a y s  b e f o r e  t h e  f o r m  
was  r e t u r n e d .  I n  many c a s e s ,  t h e  f o r m  w as  n o t  a c c o m p a n i e d  by  
h o s p i t a l  a n d  m e d i c a l  b i l l s ,  b e c a u s e  t h e  c l a i m a n t  h a d  n o t  y e t  
r e c e i v e d  t h e m .  T h u s ,  a n  a d d i t i o n a l  d e l a y  e n s u e d  b e f o r e  p a y m e n t  
c o u l d  b e  m a d e .
T h e  c o s t  a n d  c l a i m s  e x p e r i e n c e  i n  M a s s a c h u s e t t s  f o r  m o r e  r e c e n t  
y e a r s  i s  n o t e d  i n  t h e  C o n n i n g  & C om pan y  e v a l u a t i o n  c i t e d  f u r t h e r  
or. i n  t h i s  r e p o r t .
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P u e r t o  R i c o

P u e r t o  R i c o  b e c a m e  t h e  f i r s t  U n i t e d  S t a t e s '  j u r i s d i c t i o n  t o  a d o p t  
a  c o m p e n s a t i o n  s y s t e m  f o r  a u t o m o b i l e  a c c i d e n t  v i c t i m s  when  i n  
1 9 6 8  i t  p a s s e d  t h e  " S o c i a l  P r o t e c t i o n  P l a n . "  On J u n e  2 6 ,  1 9 6 8 ,
H o u s e  B i l l  N o .  8 7 4 ,  kn own  a s  " S o c i a l  P r o t e c t i o n  P l a n  f o r  V i c t i m s  
o f  A u t o m o b i l e  A c c i d e n t s , "  ( A c t  N o .  1 3 8 )  w a s  s i g n e d  i n t o  l a w  b y  
t h e  G o v e r n o r  o f  P u e r t o  R i c o  w i t h  t h e  p l a n  t o  g o  i n t o  e f f e c t  o n  
J a n u a r y  1 ,  1 9 7 0 .  T h e  l e g i s l a t i o n ' w a s  b a s e d  o n  a  c o m p r e h e n s i v e  s t u d y  
o f  t h e  P u e r t o  R i c n n  a u t o m o b i l e  p r o b l e m .  B e n e f i t s  p r o v i d e d  b y  t h e  
p l a n ,  p a i d  o n  a  c o m p e n s a t i o n  b a s i s  w i t h o u t  r e g a r d  t o  f a u l t , i n c l u d e  
m e d i c a l  e x p e n s e  p a y m e n t s ,  i n c o m e  r e p l a c e m e n t ,  d i ;  n e m b e r m e n t ,  a n d  
d e a t h  an d  f u n e r a l  b e n e f i t s .
T h e  p l a n  i s  c o m p u l s o r y ,  g o v e r n m e n t - a d m i n i s t e r e d ,  e m p h a s i z i n g  
s o c i a l l y  a d e q u a t e  b e n e f i t s  r a t h e r  t h a n  i n d i v i d u a l  e q u i t y ,  a n d  
p r o v i d e s  b a s i c  p r o t e c t i o n  f o r  e l l  a u t o  a c c i d e n t  v i c t i m s ,  d r i v e r s ,  
p a s s e n g e r s ,  a n d  p e d e s t r i a n s ,  t h r o u g h  b e n e f i t s  p r e s c r i b e d  b y  l a w .
A f t e r  1 7  m o n t h s  o f  e x p e r i e n c e  w i t h  t h e  P u e r t o  R i c o  P l a n ,  t h e  
f o l l o w i n g  r e s u l t s  w e r e  r e p o r t e d :

1 .  N i n e t y  c e n t s  o f  e v e r y  p r e m i u m  d o l l a r  h a d  b e e n  p a i d  
i n  b e n e f i t s .
2 .  T h e  g o v e r n m e n t  a d m i n i s t e r i n g  a g e n c y  s o u g h t  t o  b o o s t  
l o s s - o f - i n c o m e  c o m p e n s a t i o n  t o  75% o f  r e g u l a r  p a y  u p  t o  
a  maximum b e n e f i t  o f  $ 1 0 0  a  w e e k .  I t  w a s  b e l i e v e d  t h a t  
t h i s  i n c r e a s e  i n  l o s s - o f - i n c o m e  b e n e f i t s ,  p l u s  a n  
i n c r e a s e d  d e a t h  b e n e f i t  o f  $ 2 5 , 0 0 0 ,  c o u l d  b e  a c c o m p l i s h e d  
w i t h o u t  r a i s i n g  t h e  r a t e s .
3 .  C r i t i c s  o f  t h e  P u e r t o  R i c o  P l a n  h a d  c o n t e n d e d  t h a t  
d r i v e r s  w o u l d  g e t  c a r e l e s s  a n d  p u s h  a c c i d e n t  r a t e s  s h a r p l y  
u p w a r d .  I n  1 9 7 0  t h e  r a t e  d i d  g o  u p  5% ,  b u t  t h i s  w as  o n l y  
h a l f  t h e  10% r i s e  o f  t h e  y e a r  b e f o r e .  T r a f f i c  d e a t h s  
d e c l i n e d  t o  4 5 1  f r o m  5 4 1  i n  1 9 7 0 .
4 .  C r i t i c s  p r e d i c t e d  a  h u g h  r i s e  i n  " p a i n  a n d  s u f f e r i n g "  
c l a i m s  f r o m  a c c i d e n t  v i c t i m s  d e m a n d i n g  m o r e  t h a n  t h e  
m e d i c a l  a n d  e c o n o m i c  l o s s  b e n e f i t s  t h a t  t h e  n o - f a u l t  
p l a n  p r o v i d e d .  S o  s u c h  r i s e  m a t e r i a l i z e d .
5 .  One i n s u r e r ,  C o o p e r a t i n a  d e  S e g u r a s  M u l t i p l e s  d e  
P u e r t o  R i c o ,  s t a t e d  t h a t  i t  h a d  n o t  h a d  t o  p ? y  a  s i n g l e  
a u t o m o b i l e  a c c i d e n t  p e r s o n a l  i n j u r y  l i a b i l i t y  c l a i m  i n  
t h e  f i r s t  1 7  m o n t h s  o f  t h e  new p l a n .  I t  p r o p o s e d  c u t t i n g  
t h e  r a t e  o n  t h e  s t a n d a r d  p e r s o n a l  i n j u r y  d r i v e r s  l i a b i l i t y  
p o l i c y  t o  $ 3 3  a  y e a r ,  a  c u t  f r o m  $ 5 0  i n  e a r l y  1 9 7 1  a n d
f r o m  $ 6 8  b e f o r e  t h e  n o - f a u l t  p r o g r a m  b e g a n .
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C o n n e c t i c u t
C o n n e c t i c u t  h a s  h a d  m a n d a t o r y  i n s u r a n c e  f o r  p r i v a t e  p a s s e n g e r  
a u t o m o b i l e s  s i n c e  J a n u a r y  1 # 1 9 7 3 .  T h e  ow n e r  o f  a  p r i v a t e  
p a s s e n g e r  a u t o m o b i l e  r e g i s t e r e d  i n  t h i s  s t a t e  i s  r e q u i r e d  t o  
p r o v i d e  s e c u r i t y  i n  t h e  f o l l o w i n g  a m o u n t s :

( a )  b o d i l y  i n j u r y  l i a b i l i t y  -  $ 2 0 , 0 0 0  p e r  p e r s o n / $ 4 0 , 0 0 0
p e r  a c c i d e n t

( b )  p r o p e r t y  d am ag e  l i a b i l i t y  -  $ 5 , 0 0 0  p e r  a c c i d e n t
( c )  b a s i c  r e p a r a t i o n s  b e n e f i t s  -  $ 5 , 0 0 0  p e r  p e r s o n /

p e r  a c c i d e n t
( d )  u n i n s u r e d  m o t o r i s t  p r o t e c t i o n  -  $ 2 0 , 0 0 0  p e r  p e r s o n /

$ 4 0 , 0 0 0  p e r  a c c i d e n t
One o b j e c t i v e  o f  m a n d a t o r y  i n s u r a n c e  i s  t h e  r e m o v a l  o f  t h e  u n i n ­
s u r e d  m o t o r i s t s  f r o m  s t a t e  h i g h w a y s .
T h e  I n s u r a n c e  D e p a r t m e n t  h a s  p e r i o d i c a l l y  s a m p l e d  a c c i d e n t  r e p o r t s ,  
r e q u i r e d  b y  l aw  t o  b e  o n  f i l e  w i t h  t h e  D e p a r t m e n t  o f  M o t o r  V e h i c l e s  
t o  o b t a i n  a n  e s t i m a t e  o f  t h e  n u m b e r  o f  u n i n s u r e d  m o t o r  v e h i c l e s .
I n  a  1 9 7 6  s a m p l i n g ,  t h e  D e p a r t m e n t  h a d  t a k e n  a r a n d o m  s a m p l e  i n ­
v o l v i n g  3 4 0 0  p r i v a t e  p a s s e n g e r  v e h i c l e s  c o v e r e d  u n d e r  n o  f a u l t .
T h i s  c o u n t  s h ow ed  t h a t  a n  a v e r a g e  o f  7 . 9 %  o f  t h e  m o t o r i s t s  i n v o l v e d  
i n  r e p o r t a b l e  a c c i d e n t s  d u r i n g  t h e  l a s t  q u a r t e r  o f  1 9 7 5  w e r e  u n i n ­
s u r e d .  A l s o ,  b a s e d  o n  t h e  O c t o b e r  1 9 7 6  d a t a ,  i t  w as  e s t i m a t e d  
t h a t  t h e r e  w e r e  a p p r o x i m a t e l y  1 , 6 8 5 , 0 0 0  m o t o r  v e h i c l e s , r e q u i r i n g  
m a n d a t o r y  c o v e r a g e s ,  o p e r a t i n g  i n  C o n n e c t i c u t .  T h i s  w o u l d  m e a n ,  
a c c o r d i n g  t o  t h e  D e p a r t m e n t ,  t h a t  o f  t h e  m o t o r  v e h i c l e s  a c q u i r e d  
b y  l a w  t o  m a i n t a i n  a u t o m o b i l e  i n s u r a n c e ,  a p p r o x i m a t e l y  1 1 8 , 0 0 0  t o  
1 4 8 , 0 0 0  w e r e  u n i n s u r e d .
I n  a 1 9 7 2  s a m p l i n g ,  p r i o r  t o  t h e  a d o p t i o n  o f  no  f a u l t ,  i t  w a s  
i n d i c a t e d  t h a t  2 5 5 , 2 9 1  v e h i c l e s ,  o r  1 6 . 9 % ,  w e r e  u n i n s u r e d .
I n  a d d i t i o n  t o  t h e  1 9 7 6  s a m p l i n g ,  t h e  D e p a r t m e n t  s a m p l e d  2 , 1 0 5  
p r i v a t e  p a s s e n g e r  v e h i c l e s  f r o m  m o t o r  v e h i c l e  a c c i d e n t  r e p o r t s  
f r o m  S e p t e m b e r  1 9 7 7  a n d  4 8 3  f o r  O c t o b e r  1 9 7 7 .  T h e s e  t h r e e  
s a m p l e s  r e p r e s e n t  i n  t o t a l  5 , 9 8 8  p r i v a t e  p a s s e n g e r  v e h i c l e s .
T h e  1 9 7 7  s a m p l e s  s h ow ed  t h e  p e r c e n t a g e  o f  u n i n s u r e d  m o t o r i s t s  
t o  b e  c o n s i d e r a b l y  l o w e r ,  4 . 1 %  a n d  5 . 8 % ,  r e s p e c t i v e l y .  T h e  
p e r c e n t a g e  o f  u n i n s u r e d  m o t o r i s t s  f o r  a l l  + -h r e e  s a m p l e s  c o m b i n e d  
was  6 . 4 % .
Th e  M o t o r  V e h i c l e  D e p a r t m e n t ,  i n  t h e  p a s t ,  h a d  e s t i m a t e d  t h e  
num be r  o f  a c c i d e n t s ,  i n v o l v i n g  a l l  t y p e s  o f  m o t o r  v e h i c l e s ,  
i n  w h i c h  an  u n i n s u r e d  m o t o r i s t  w a s  an  o p e r a t o r  o r  o n e  o r  m o r e
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o f  t h e  v e h i c l e s .  S u c h  e s t i m a t e s  w a r e  c a l c u l a t e d  b y  t a k i n g  t h e  
p r o p o r t i o n  o f  a c c i d e n t s  i n v o l v i n g  u n i n s u r e d  m o t o r i s t s  t o  t h e  
t o t a l  m o t o r  v e h i c l e  a c c i d e n t s  i n  t h e  s t a t e .
B a s e d  o n  t h e  I n s u r a n c e  D e p a r t m e n t  s a m p l e  r e s u l t  o f  7 . 9 %  f o r  
1 9 7 5  a n d  a n o t h e r  s t u d y  w h i c h  s h o w e d  t h e  p r o p o r t i o n  o f  s i n g l e  
c a r  a c c i d e n t s  t o  t o t a l  a c c i d e n t s  a s  2 6 . 9 % ,  i t  w as  e s t i m a t e d  t h a t  
a b o u t  13% o f  a l l  p r i v a t e  p a s s e n g e r  t y p e  a c c i d e n t s  r e p o r t e d  i n ­
v o l v e  o n e  o r  m o r e  u n i n s u r e d  m o t o r i s t s .
T h e  f i g u r e s  i n d i c a t e  t h a t  o v e r a l l  t h e  p r o p o r t i o n  o f  u n i n s u r e d  
m o t o r  v e h i c l e s  h a d  d e c r e a s e d  f r o m  1 9 7 2  t o  1 9 7 6 ,  b u t  t h a t  f u l l  
c o m p l i a n c e  w i t h  t h e  m a n d a t o r y  i n s u r a n c e  l a w  h a d  n o t  b e e n  a c c o m ­
p l i s h e d .
C o s t  U n d e r  No F a u l t
I n  a  1 9 7 8  e v a l u a t i o n  o f  n o - f a u l t  a u t o m o b i l e  i n s u r a n c e  c o s t  p r e ­
p a r e d  b y  C o n n in g  & C om pany  f o r  t h e  A m e r i c a n  I n s u r a n c e  A s s o c i a t i o n ,  
t h e  f o l l o w i n g  s t a t e s  w e r e  s t u d i e s :  M a s s a c h u s e t t s ,  D e l a w a r e ,  F l o r i d a ,
O r e g o n ,  M a r y l a n d ,  C o n n e c t i c u t ,  New J e r s e y ,  W a s h i n g t o n ,  M i c h i g a n ,  
K a n s a s ,  New Y o r k ,  M i n n e s o t a  a n d  P e n n s y l v a n i a .  F o r  e a c h  y e a r  o f  
n o - f a u l t  and  f o r  t h e  y e a r  p r i o r  t o  n o - f a u l t ,  c o m p a n i e s  r e p o r t e d  
t h e  f o l l o w i n g  d a t a :  e a r n e d  p r e m i u m s ,  i n c u r r e d  l o s s  a m o u n t s ,
n um b e r  o f  i n c u r r e d  l o s s e s ,  p a i d  l o s s  a m o u n t s ,  a n d  t h e  n u m b e r  o f  
p a i d  l o s s e s .  T h e  d a t a  w a s  r e p o r t e d  s e p a r a t e l y  f o r  b o d i l y  i n j u r y  
i . i a b i l i t y  c o v e r a g e ,  m e d i c a l  p a y m e n t s  c o v e r a g e ,  u n i n s u r e d  m o t o r i s t  
c o v e r a g e ,  a n d  f i r s t  p a r t y  h e n - i i t  c o v e r a g e s .
A n a l y s e s
T o  m e a s u r e  t h e  e f f e c t  o f  n o - f a u l t  o n  i n s u r a n c e  c o s t s ,  l o s s  c o s t s  
p e r  c a r  o r  p u r e  p r e m i u m s  ( t h e  a m o u n t  o f  m oney  r e q u i r e d  t o  p a y  
l o s s e s  w i t h o u t  t a k i n g  i n t o  a c c o u n t  t h e  c o s t  a n d  e x p e n s e  o f  
o p e r a t i o n  o f  t h e  i n s u r a n c e  c o m p a n y )w a s  c a l c u l a t e d  f o r  b o t h  
b e f o r e  n o - f a u l t  and  d u r i n g  n o - f a u l t  f o r  t h e  a v e r a g e  i n s u r e d .
C o v e r a g e s  i n c l u d e d  i n  t h i s  c a l c u l a t i o n  w e r e  b o d i l y  i n j u r y  
l i a b i l i t y ,  m e d i c a l  p a y m e n t s ,  a n d  u n i n s u r e d  m o t o r i s t s  b e f o r e  n o ­
f a u l t ,  a n d  t h e  same c o v e r a g e s  p l u s  f i r s t  p a r t y  b e n e f i t s  d u r i n g  
n o - f a u l t ,
L o s s  c o s t s  p e r  c a r  w e r e  t h e n  a d j u s t e d  t o  c o m p e n s a t e  f o r  c o s t  
c h a n g e s  w h i c h  w o u l d  h a v e  t a k e n  p l a c e  e v e n  i f  n o - f a u l t  h a d  n o t  
b e e n  e n a c t e d .  F o r  e x a m p l e ,  t h e  g a s o l i n e  s h o r t a g e  i m p a c t e d  c l a i m  
f r e q u e n c y  i n  1 9 7 4  a n d  d o u b l e - d i g i t  i n f l a t i o n  i m p a c t e d  c l a i m  
s e v e r i t y  i n  1 9 7 5 .
L o s s  e x p e r i e n c e  was  a c c u m u l a t e d  f r o m  f i v e  l i a b i l i t y  s t a t e s  f o r  
t h e  p a s t  s e v e r a l  y e a r s  s o  a s  t o  a s s i m i l a t e  t r e n d s  i n  l o s s  c o s t s  
r e g a r d l e s s  o f  n o - f a u l t  p l a n s .  E x p e r i e n c e  i n  t h e  s t a t e s  o f  
C a l i f o r n i a ,  L o u i s i a n a ,  M i s s o u r i ,  O h i o ,  a n d  I n d i a n a  v :as  u s e d  f o r  
t h a t  a n a l y s i s .  C o s t  c h a n g e s  i n  n o - f a u l t  s t a t e s  w e r e  t h e n  r e d u c e d
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b y  t h e  c h a n g e s  i n  l i a b i l i t y  s t a t e s ,  a s  t o  p r o d u c e  a  n e t  e f f e c t  
w h i c h  c a n  b e  r e a s o n a b l y  a t t r i b u t e d  t o  t h e  n o - f a u l t  p r o g r a m .
Th e  p l u s  o r  m in u s  p e r c e n t a g e  f i g u r e s  g i v e n  r e p r e s e n t  a n  i n c r e a s e  
{ + )  o r  a  d e c r e a s e  ( - )  i n :  ( 1 )  t h e  p u r e  p r e m i u m  c o s t  u n d e r  n o
f a u l t  g e n e r a l l y ;  ( 2 )  t h e  a c t u a l  c o s t  ( p u r e  p r e m i u m  p l u s  c om p a n y  
e x p e n s e s  a n d  p r o f i t s )  f o r  m a n d a t o r y  f i r s t  p a r t y  b e n e f i t  c o v e r a g e ;  
and  ( 3 )  t h e  n um be r  o f  c l a i m s  i n  b o d i l y  i n j u r y  l i a b i l i t y ,  f i r s t  
p a r t y  b e n e f i t  a n d  u n i n s u r e d  m o t o r i s t  c o v e r a g e s  c o m . l i n e d .  T h e  
f i g u r e s  a r e  r e p r e s e n t a t i v e  o f  i n c r e a s e s  o r  d e c r e a s e s  e x p e r i e n c e  
up  t o  1 9 7 7  and  a r e  c o m p a r e d  t o  t h e  e x p e r i e n c e  i n  t h »  s t a t e  i n  
t h e  y e a r  i m m e d i a t e l y  p r i o r  t o  t h e  e n a c t m e n t  o f  n o  f a u l t .
Summary o f  F i n d i n g s
I t  h a s  b e e n  r e p o r t e d  t h a t  n o - f a u l t  r e d u c e d  i n s u r a n c e  c o s t s ,  on  
a  r e l a t i v e  b a s i s  ( t h a t  i s ,  r e l a t i v e  t o  c o s t  c h a n g e s  i n  n o n - n o ­
f a u l t  s t a t e s ) v i n  M a s s a c h u s e t t s  ( - 4 5 % ) ,  M i c h i g a n  ( - 2 0 % )  ,
C o n n e c t i c u t  ( - 6 W ) , M i n n e s o t a  ( " 6 % )  a n d  O r e g o n  ( - 4 % ) .  I n s u r a n c e  
c o s t s ,  o n  t h e  o t h e r  h a n d ,  h a d  i n c r e a s e d  u n d e r  n o - t a u ^ . . ,  a  
r e l a t i v e  b a s i s ,  i n  D e l a w a r e  ( + 2 9 % )  , M a r y l a n d  ( + 2 5 % ) ,  K a n s a s  
( + 2 1% )  , New Y o r k  ( + 1 9 % ) ,  W a s h i n g t o n  ( + 1 5 % ) ,  F l o r i d a  ( + 1 2 % ) ,  New 
J e r s e y  ( + 9 % ) ,  and  P e n n s y l v a n i a  ( + 8 % ) .  T h e s e  a v e r a g e  c o s t  c h a n g e s  
w e r e  r e l a t i v e  t o  s i m u l t a n e o u s  c o s t  c h a n g e s  i n  s t a t e s  w h i c h  h a d  
n o t  a d o p t e d  n o - f a u l t  p l a n s .  T h e  c o m p a r i s o n  i n c l u d e d  o n l y  man­
d a t o r y  b o d i l y  i n j u r y  c o v e r a g e s ;  p r o p e r t y  d am a 9 <? l i a b i l i t y ,  p e r s o n a l  
i n j u r y  p r o t e c t i o n ,  m e d i c a l  p a y m e n t s  a n d  u n i n s u r e d  m o t o r i s t s .
T h e  r e l a t i v e  c o s t  o f  p e r s o n a l  i n j u r y  p r o t e c t i o n  ( n o  f a u l t  b e n e f i t )  
h a d  i n c r e a s e d  i n  n e a r l y  a l l  s t a t e s  s i n c e  t h e  f i r s t  y e a r  o f  no  f a u l t .  
The  l a r g e s t  i n c r e a s e s  w e r e  i n  D e l a w a r e  ( + 7 8 % ) ,  New J e r s e y  ( + 7 7 . 4 % ) ,  
M a r y l a n d  ( + 4 7 . 5 % ) ,  a n d  New Y o r k  ( + 4 2 . 8 % ) .
R e l a t i v e  c l a i m  f r e q u e n c y  o n  b o d i l y  i n j u r y  l i a b i l i t y ,  p e r s o n a l  
i n j u r y  p r o t e c t i o n  a n d  u n i n s u r e d  m o t o r i s t  c o v e r a g e s  c o m b i n e d  h a d  
i n c r e a s e d  s i g n i f i c a n t l y  u n d e r  n o  f a u l t ,  e x c e p t  i n  M a s s a c h u s e t t s  
( - 4 7 % )  and  M i c h i g a n  ( - 6 . 7 % ) .  T h e  i n c r e a s e s  c o n t i n u e d  t o  b e  
g r e a t e s t  i n  t h e  s t a t e s  o f  D e l a w a r e  ( + 1 1 5 % ) ,  M a r y l a n d  ( + 1 2 5 % ) ,  
W a s h i n g t o n  ( + 9 1 . 7 % ) ,  New J e r s e y  ( + 7 9 . 7 % ) ,  a n d  O r e g o n  ( - 5 8 . 3 % ) .
O f  t h e s e  s t a t e s ,  o n l y  New J e r s e y  r e s t r i c t e d  t o r t  s u i t s  a n d  t h e r e  
t h e  r e s t r i c t i o n  w as  w eak  i n  c o m p a r i s o n  t o  o t h e r  n o - f a u l t  s t a t e s .
I n  l o o k i n g  a t  c o s t s  o n  a n  a b s o l u t e  b a s i s ,  w h i l e  s e v e r a l  s t a t e s  
sh ow ed  c o s t  d e c l i n e s  d u r i n g  t h e  f i r s t  tw o  y e a r s  o f  n o  f a u l t ,  
o n l y  M a s s a c h u s e t t s  ( - 2 4 . 4 % )  a n d  M i c h i g a n  ( - 0 . 7 % )  c o n t i n u e d  t o  
show a b s o l u t e  c o s t  r e d u c t i o n s  a f t e r  s e v e r a l  y e a r s  o f  n o  f a u l t .
M a n d a t o r y  L i a b i l i t y  I n s u r a n c e  L aw s
The  p r i m a r y  i d e a  b e h i n d  m a n d a t o r y  l i a b i l i t y  i n s u r a n c e  l a w s  i s  
t h a t  d r i v e r s  b e  l e g a l l y  r e s p o n s i b l e  f o r  t h e i r  a c t i o n s .  M a n d a t o r y  
l i a b i l i t y  l a w s  r e q u i r e  d r i v e r s  t o  a l s o  b e  f i n a n c i a l l y  r e s p o n s i b l e ,



u s u a l l y  b y  p u r c h a s i n g  l i a b i l i t y  o r  t h i r d  p a r t y  a u t o  i n s u r a n c e  
c o v e r a g e .
M a n d a t o r y  l i a b i l i t y  i n s u r a n c e  l a w s  h a v e ,  h o w e v e r ,  c r e a t e d  a  
b l i ?  < a r d  o f  p a p e r w o r k .  I n  New Y o r k ,  w h i c h  h a s  h a d  s u c h  a  l a w  
s i n e w  1 9 5 6 ,  t h e  D e p a r t m e n t  o f  M o t o r  V e h i c l e s  i n i t i a l l y  f o u n d  
i t s e l f  b u r i e d  i n  a n  a v a l a n c h e  o f  o v e r  s i x  m i l l i o n  f o r m s , e a c h  
s h o w i n g  e v i d e n c e  o f  i n s u r a n c e .  B e s i d e s  t h e s e ,  t h e  D e p a r t m e n t  
w as  a l s o  swamped w i t h  m any  o t h e r  f o r m s ,  c h a n g e s  f r o m  c a l c e l l a -  
t i o n s  o f  i n s u r a n c e ,  new r e g i s t r a t i o n s ,  p l u s  c h a n g e s  i n  v e h i c l e s ,  
i n s u r a n c e  c- . n p a n i e s  a n d  n a m e s -
S u c h  a  s y s t e m  i s  a l s o  p r o n e  t o  f o u l u p s .  A c c o r d i n g  t o  W e s t  
V i r g i n i a ' s  M o t o r  V e h i c l e  C o m m i s s i o n e r ,  V i r g i n i a  R o b e r t s ,  w i t h i n  
f o u r  m o n t h s  a f t e r  t h e  s t a t e ' s  m a n d a t o r y  l i a b i l i t y  i n s u r a n c e  l a w  
t o o k  e f f e c t ,  h e r  D e p a r t m e n t  h a d  m a i l e d  o u t  1 9 6 , 0 0 0  n o t i c e s  o f  
a u t o  l i c e n s e  c a n c e l l a t i o n s .  R o b e r t s  e s t i m a t e s  t h a t  95% o f  t h o s e  
n o t i c e s  w en t  t o  p e r s o n s  who  h a d  n e v e r  l e t  t h e i r  i n s u r a n c e  p o l i c i e s  
l a p s e .
C o s t  o f  t h e  s y s t e m  i s  a n o t h e r  f a c t o r .  M a r y l a n d  s p e n t  $ 1 . 5  m i l l i o n  
a  y e a r  a f t e r  t h e  e n a c t m e n t  o f  a  m a n d a t o r y  l i a b i l i t y  l a w .  S o u t h  
C a r o l i n a  s p e n t  $ 1 . 3  m i l l i o n  a d m i n i s t e r i n g  t h e  p r o g r a m  i n  1 9 7 9 ,  
i n c l u d i n g  s a l a r i e s  o f  2 8  h i g h w a y  p a t r o l m e n  s o l e l y  a s s i g n e d  t o  
e n f o r c e  t h e  l a w .  N o r t h  C a r o l i n a  s p e n d s  a b o u t  $ 1 . 6  m i l l i o n  a  y e a r  
o n  r e c o r d  k e e p i n g  a n d  a l s o  e m p l o y s  5 0  s t a t e  p o l i c e m e n  t o  p i c k  u p  
l i c e n s e  p l a t e s  a t  a n  a d d i t i o n a l  c o s t  o f  $ 5 0 0 , 0 0 0  a y e a r .  A f t e r  
New Y o r k  p a s s e d  i t s  l a w ,  t h e  c o s t  o f  e n f o r c e m e n t  r o s e  t t t  m o r e  t h a n  
$ 7  m i l l i o n  a y e a r .  I n  a n  e f f o r t  t o  c u t  c o s t s ,  t h e  s t a t e  s w i t c h e d  
t o  a  s e l f - c e r t i f i c a t i o n  s y s t e m  t h a t  s t i l l  c o s t s  a b o u t  $ 4  m i l l i o n  
e a c h  y e a r .  (New Y o r k  h a s  now s w i t c h e d  b a c k  t o  t h e  o r i g i n a l  s y s t e m  
i n  an  e f f o r t  t o  t i g h t e n  u p  e n f o r c e m e n t . )
T h e s e  l a w s  d o  n o t  n e c e s s a r i l y  e l i m i n a t e  a l l  u n i n s u r e d  m o t o r - s t s  
f r o m  t h e  r o a d s .  A New Y o r k  D e p a r t m e n t  o f  M o t o r  V e h i c l e s  s u  e y  
e s t i m a t e d  t h a t  i n  1 9  79 a b o u t  6 . 5  p e r c e n t  o f  t h e  r e g i s t e r e d  
m o t o r  v e h i c l e s  i n  t h e  s t a t e ,  o r  a b o u t  4 5 0 , 0 0 0 ,  w e r e  u n i n s u r e d .
T h e  i n s u r a n c e  i n d u s t r y  e s t i m a t e s  o f  u n i n s u r e d  m o t o r i s t s  i n  New 
Y o r k  i s  e v e n  h i g h e r ,  a n y w h e r e  f r o m  e i g h t  t o  1 9  p e r c e n t .
I n  C a l i f o r n i a ,  1 5  p e r c e n t  o f  m o t o r i s t s  s t a t e w i d e  ( a n d  a s  much  a s  
2 5  p e r c e n t  i n  some a r e a s )  w e r e  u n i n s u r e d  i n  1 9 7 7 ,  T h e  P e n n s y l v a n i a  
D e p a r t m e n t  o f  T r a n s p o r t a t i o n  e s t i m a t e d  t h a t  i n  1 9 8 1  b e t w e e n  s i x  
an d  s e v e n  p e r c e n t  o f  t h e  v e h i c l e s  r e g i s t e r e d  i n  t h e  s t a t e  l a c k e d  
i n s u r a n c e .  I n  M i c h i g a n ,  a  1 9 7 8  s u r v e y  o f  1 , 0 0 0  c a r s  t u r n e d  u p  1 1 6  
t h a t  w e r e  p r o v e n  u n i n s u r e d ,  f o r  a  s t a t e w i d e  a v e r a g e  o f  1 1  p e r c e n t .
I n  I l l i n o i s ,  a  s t a t e  t h a t  d o e s  n o t  h a v e  a  m a n d a t o r y  i n s u r a n c e  l a w ,
9 2  p e r c e n t  o f  r o t o r i s t s  o u t s i d e  C h i c a g o  h a v e  a u t o  l i a b i l i t y  c o v e r a g e  
S t a t e w i d e ,  i n c l u d i n g  C h i c a g o ,  a b o u t  1 5  p e r c e n t  a r e  w i t h o u t  i n s u r a n c e
F u r t h e r ,  m a n d a t o r y  i n s u r a n c e  l a w s  u s u a l l y  m ean  h i g h e r  r a t e s .  A c c o r d  
i n g  t o  i n s u r a n c e  i n d u s t r y  f i g u r e s ,  a u t o  l i a b i l i t y  p r e m i u m s  i n c r e a s e
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f a s t e r  i n  s t a t e s  wj t h  m a n d a t o r y  i n s u r a n c e  t h a n  i n  s i m i l a r  s t a t e s  
w i t h o u t  t h e  l a w .  F o r  e x a m p l e ,  b e t w e e n  1 9 7 8  a n d  1 9 8 0 ,  t h e  a v e r a g e  
a n n u a l  p u r e  p r em ium  i n c r e a s e  i n  L o u i s i a n a ,  a  s t a t e  w i t h  m a n d a t o r y  
i n s u r a n c e ,  was  1 1 . 2  p e r c e n t .  Y e t  A l a b a m a  h a d  o n l y  a  . 9  p e r c e n t ,  
an d  M i s s i s s i p p i  o n l y  a  1 . 4  p e r c e n t  i n c r e a s e ,  w h i l e  n e a r b y  T e n n e s s e e  
a c t u a l l y  r e p o r t e d  a  1 . 3  p e r c e n t  d e c r e a s e .  T h e  o t h e r  f i v e  s t a t e s  
s t u d i e d  s h ow ed  s i m i l a r  r e s u l t s .

INCREASE IN  AUTO L I A B I L I T Y  INSURANCE PREMIUMS 
STATES WITH VS STATES  WITHOUT COMPULSORY LAWS

Percent Average 
Annuel Pure 

Premium Increase**'
Sl3te With Compulsory: 
California (1/1.75)* 8.2%
States Without:
Illinois 5.5
Ohio 3.4
Texas 6.0
Stole With Compulsory:
Louisiana (7 1 78)* 11.2%
States Without:
Alaoama 0.9
Mississippi 1.4
Tennessee -1 .3
State With Compulsory:
Maryland (7 1 73)* 7.9%
States W ithout:
Indiana 5.0
Virginia 6.2
D.C 4.4

Percent Average 
Annual Pure 

Premium Increase**
State W ith Com pulsory: 
Oklahoma (12/11 .•76)’ 3.7%
States Without:
Arkansas 35
Iowa 2.6
Missouri 1.0
State W ith Com pulsory:
Oregon (1/1/76)* fl.4%
States Without:
Maine 3.9
West Virginia 6.8

3.7
State >/lth Com pulsory:
South Carolina (10/1,74)* 5.6%
States Without:
Alabama 5.5
Arkansas 4.1
Tennessee 2.9
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One r e a s o n  f o r  i n c r e a s e s  i n  a u t o  i n s u r a n c e  r a t e s  i s  t h a t  i n s u r a n c e  
c o m p a n i e s  i . : u s t  r a i s e  p r e m i u m s  sm o e w h a t  t o  o f f s e t  t h e i r  a d d e d  
a d m i n i s t r a t i v e  c o s t s .  B u t  m o r e  i m p o r t a n t ,  a  l a r g e  i n c r e a s e  i n  
p u r e  p r em iu m s  s u g g e s t s  t h a t  b o t h  t h e  n um b e r  a n d  a m o u n t  o f  c o v e r a g e  
c l a i m  p e r  i n s u r e d  v e h i c l e  a l s o  r o s e  d r a m a t i c a l l y .
I f  s u c c e s s f u l ,  a  m a n d a t o r y  i n s u r a n c e  l a w  w o u l d  m ean  t h a t  e v e r y  
m o t o r i s t  w a s  i n s u r e d ,  e v e n  t h o s e  i n  t h e  h i g h e s t  r i s k  g r o u p .  Y e t  
t h e s e  d r i v e r s  t y p i c a . 1 1 ^  h a v e  m o r e  f r e q u e n t ,  a n d  m o r e  s e r i o u s  
a c c i d e n t s .  When a d d e d  t o  • h e  w h o l e  p o o l  o f  i n s u r e d  d r i v e r s ,  t h e y  
c h a n g e  i t s  c h a r a c t e r i s t i c s .  H i g h - r i s k  d r i v e r s  i n c r e a s e  t h e  o v e r a l l  
num be r  o f  a c c i d e n t s  a s  w e l l  a s  t h e  a v e r a g e  n um b e r  o f  a c c i d e n t s  p e r  
i n s u r e d  d r i v e r  i n  t h e  s t a t e .  As  a  r e s u l t ,  e v e n  t h o u g h  h i g h - r i s k
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d r i v e r s  p a y  h i g h e r  r a t e s  f o r  t h e i r  p o o r  r e c o r d s ,  e v e r y  d r i v e r  i n  
t h e  s t a t e  a l s o  p a y s  h i g h e r  r a t e s .  A l t h o u g h  l o w - r i s k  d r i v e r s  
s t i l l  p a y  l o w e r  r a t e s ,  t h e y  w i n d  u p  p a r t l y  s u b s i d i z i n g  c o v e r a g e  
f o r  h i g h - r i s k  d r i v e r s .
R e p e a l  i n  N e v a d a
On J u n e  5 ,  1 9 7 9 ,  N e v a d a  b e c a m e  t h e  f i r s t  s t a t e  i n  t h e  n a t i o n  t o  
r e p e a l  a  n o - f a u l t  l a w .  T h e  r e p e a l  w a s  e f f e c t i v e  J a n u a r y  1 ,  1 9 8 0 .
N e v a d a ' s  l a w  h a d  b e c o m e  i n c r e a s i n g l y  u n p o p u l a r  w i t h  i t s  l e g i s l a t o r s  
o v e r  t h e  y e a r s ,  p a r t l y  b e c a u s e  o f  s h a r p  i n c r e a s e s  i n  a u t o  i n s u r a n c e  
r a t e s  i n  t h e  s t a t e .  T h e  $ 7 5 0  t o r t  t h r e s h h o l d  w a s  p a r t i c u l a r l y  
i n e f f e c t i v e  i n  N e v a d a ,  l e a v i n g  t h e  f r e q u e n c y  o f  b o d i l y  i n j u r y  
l i a b i l i t y  c l a i m s  c o n s i d e r a b l y  h i g h e r  t h a n  i n  o t h e r  n o - f a u l t  s t a t e s  
w i t h  s i m i l a r  t o r t  r e s t r i c t i o n s .  I n  a d d i t i o n ,  b o t h  t h e  f r e q u e n c y  
a n d  t h e  s i z e  o f  p e r s o n a l  i n j u r y  p r o t e c t i o n  c l a i m s  i n  N e v a d a  w e r e  
w e l l  a b o v e  t h e  a v e r a g e  f o r  o t h e r  n o - f a u l t  s t a t e s .
T h e  n o - f a u l t  l a w  h a d  t a k e n  e f f e c t  F e b r u a r y  1 ,  1 9 7 4 .  I t  r e s t r i c t e d  
l o s t  l i a b i l i t y  i n  t h i s  w a y :  An a c c i d e n t  v i c t i m  c o u l d  n o t  r e c o v e r
f o r  g e n e r a l  d a m a g e s  u n l e s s  h i s  m e d i c a l  b e n e f i t s  e x c e e d e d  $ 7 5 0  o r  
h i s  i n j u r y  r e s u l t e d  i n  c h r o n i c  o r  p e r m a n e n t  i n j u r y ,  p e r n a m e n t  
p a r t i a l  o r  p e r m a n e n t  t o t a l  d i s a b i l i t y ,  d i s f i g u r e m e n t ,  m o r e  t h a n  
1 8 0  d a y s  o f  i n a b i l i t y  t o  w o r k  i n  h i s  o c c u p a t i o n ,  f r a c t u r e  o f  a  
m a j o r  b o n e ,  d i s m e m b e r m e n t ,  p e r m a n e n t  l o s s  o f  a  b o d y  j u n c t i o n ,  o r  
d e a t h .
I f  t h e  i n j u r e d  p e r s o n  r e c e i v e d  n e c e s s a r y  n u r s i n g  s e r v i c e s  f r o m  a  
r e l a t i v e  o r  a  member  o f  h i s  h o u s e h o l d ,  h e  c o u l d  i n c l u d e  t h e  
r e a s o n a b l e  v a l u e  o f  t h o s e  s e r v i c e s  i n  r e a c h i n g  t h e  $ 7 5 0  t h r e s h h o l d .
T h e  l a w  r e q u i r e d  m o t o r i s t s  ( e x c e p t  m o t o r c y c l i s t s )  t o  b u y  n o t  l e s s  
t h a n  a  $ 1 0 , 0 0 0  p a c k a g e  o f  f i r s t  p a r t y  b e n e f i t s  t h a t  p r o v i d e d :

1 )  b e n e f i t s  f o r  m e d i c a l ,  h o s p i t a l ,  n u r s i n g  a n d  
r e h a b i l i t a t i v e  e x p e n s e s ;
2 )  d i s a b i l i t y  i n c o m e  b e n e f i t s  o f  u p  t o  $ 1 7 5  a  w e e k ;
3 )  r e p l a c e m e n t  s e r v i c e  b e n e f i t s  u p  t o  $ 1 8  a  d a y  f o r  
up  t o  I  CM w e e k s ;
4 )  s u r v i v o r ' s  b e n e f i t s  o f  n o t  l e s s  t h a n  $ 5 , 0 0 0  a n d  
n o t  m o r e  t h a n  t h e  a m o u n t  w h i c h  t h e  a c c i d e n t  v i c t i m  
w o u l d  h a v e  r e c e i v e d  i n  d i s a b i l i t y  i n c o m e  b e n e f i t s  f o r  
o n e  y e a r  i f  h e  h -ac n o t  d i e d ,  l e s s  a n y  e x p e n s e s  t h e  
s u r v i v o r s  a v o i d e d  b e c a u s e  o f  h i s  d e a t h ;  a n d
5 )  f u n e r a ]  b e n e f i t s  o f  $ 1 , 0 0 0 .

I n s u r e r s  h a d  o f f e r e d  d e d u c t i b l e s  t o  t h e  f i r s t  p a r t y  c o v e r a g e s ;
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p r o p e r t y  d am ag e  w a s  l e f t  u n d e r  t h e  t o r t  s y s t e m .
An i n s u r a n c e  c om p a n y  c o u l d  r e q u e s t  a  p e r s o n  who f i l e d  f o r  n o ­
f a u l t  b e n e f i t s  t o  s u b m i t  t o  a n  i n d e p e n d e n t  m e n t a l  o r  p h y s i c a l  
e x a m i n a t i o n .  T h e  i n s u r e r  p r e s e n t e d  t h e  c l a i m a n t  a l i s t  o f  f i v e  
d o c t o r s  who s p e c i a l i z e d  i n  a  f i e l d  a p p r o p r i a t e  f o r  t h e  a i m a n t s -
i . ' u r y .  T h e  c l a i m a n t  c o u l d  s e l e c t  a n y  o n e  o f  t h e  f i v e  ' x p e n s e s  
r e l a t e d  t o  t h e  e x a m i n a t i o n  w e r e  p a i d  b y  t h e  i n s u r a n c e  a n y .
I f  t h e  i n j u r i  1 p e r s o n  r e f u s e d  t o  s u b m i t  t o  t h e  exam in r .  . , ,  t h e  
i n s u r a n c e  c om p an y  c o u l d  w i t '  o l d  n o - f a v l t  b e n e f i t s .
A u t o  i n s u r a n c e  w a s  t h e  p r i m a r y  ( f i r s t  a p p l i c a b l e )  c o v e r a g e  u n d e r  
t h e  N e v a d a  l a w  e x c e p t  f o r  w o r k e r ' s  c o m p e n s a t i o n .
When an  i n s u r e r  p a i d  n o - f a u l t  b e n e f i t s  t o  a  p e r s o n  i n j u r e d  i n  
an  a c c i d e n t  i n  w h i c h  t h e  o t h e r  d r i v e r  was  a t  f a u l t ,  i t  h a d  t h e  
r i g h t  o f  r e i m b u r s e m e n t  f r o m  t h e  o t h e r  d r i v e r ' s  i n s u r a n c e  c o m p a n y .  
D i s p u t e s  b e tw e e n  i n s u r a n c e  c o m p a n i e s  h a d  t o  b e  s e t t l e d  b y  b i n d i n g  
i n t e r c o m p a n y  a r b i t r a t i o n .
PROS AND CONS
Many s t a t e s  w i t h  m a n d a t o r y  a u t o  i n s u r a n c e  l a w s  r e q u i r e  a  m o t o r i s t  
t o  sh ow  p r o o f  o f  i n s u r a n c e  b e f o r e  h e  i s  i s s u e d  a v e h i c l e  r e g i s ­
t r a t i o n  o r  l i c e n s e  p l a t e .  U s u a l l y ,  t h e  p r o o f  i s  a n  I . D .  c a r d  o r  
s t i c k e r  p r o v i d e d  b y  t h e  i n s u r a n c e  c o m p a n y .  O t h e r  s t a t e s  h a v e  
a s e l f - c e r t i f i c a t i o n  s y s t e m  i n  w h i c h  a  m o t o r i s t  m u s t  s i g n  a n  
a f f i d a v i t  s a y i n g  t h a t  h e  h a s  a u t o  i n s u r a n c e  a n d  p l a n s  t o  k e e p  i t .  
M a n d a t o r y  i n s u r a n c e  l a w s  a l s o  t y p i c a l l y  p r o v i d e  t h a t  d r i v i n g  a  
c a r  w i t h o u t  t h e  r e q u i r e d  i n s u r a n c e  i s  a  c r i m i n a l  o f f e n s e ,  a  
m i s d e m e a n o r ,  7_ ike b a t t e r y  o r  d r i v i n g  w h i l e  i n t o x i c a t e d .  I n  
t h e o r y ,  c o n v i c t i o n  o f  v i o l a t i n g  t h e  l a w  c a n  r e s u l t  i n  a  f i n e  o r  
e v e n  a  j a i l  s e n t e n c e  i n  m any  s t a t e s ,  a l t h o u g h  i n  r e a l i t y  j a i l  
s e n t e n c e s  a r e  e x t r e m e l y  r a r e .
A d v o c a t e s  o f  m a n d a t o r y  i n s u r a n c e  l a w s  b a s e  t h e i r  c a s e  o n  t h e  
c o n c e p t s  o f  f a i r n e s s  a n d  j u s t i c e .  T h e i r  a t t i t u d e  i s  r o o t e d  i n  
t r a d i t i o n a l  t o r t  l i a b i l i t y  l e g a l  d o c t r i n e ,  w h i c h  h o l d s  a  p e r s o n  
f i n a n c i a l l y  r e s p o n s i b l e  f o r  a n y  h a rm  t h a t  h i s  n e g l i g e n c e  may  
c a u s e  t o  o t h e r s .  S i n c e  i n s u r a n c e  o f f e r s  t h e  o n l y  p r a c t i c a l  way  
f o r  m o s t  d r i v e r s  t o  p a y  c o m p e n s a t i o n ,  a d v o c a t e s  o f  m a n d a t o r y  
i n s u r a n c e  b e l i e v e  t h e  s t a t e  s h o u l d  f o r c e  m o t o r i s t s  t o  b u y  c o v e r a g e  
by m a k in g  i t ,  among o t h e r  t h i n g s ,  a  c r i m i n a l  o f f e n s e  t o  d r i v e  
w i t h o u t  i t .  I n  t h e  c a s e  o f  m a n d a t o r y  f i r s t - p a r t y  b e n e f i t  c o v e r a g e ,  
p r o p o n e n t s  a r g u e  t h a t  t h n  n o - f a u l t  s y s t e m  c o n t i n u e s  a s  a  r e a s o n a b l e  
a l t e r n a t i v e  t o  t h e  f a u l t  b a s i s  s y s t e m  o n l y  i f  i t  c a n  a s s u r e  t h o s e  
who s e e k  t o  b e n e f i t  f r o m  i t  o r  who s u f f e r  l o s s  t h a t  t h e  s y s t e m  
a p p l i e s  u n i f o r m l y .  I f  s u b s t a n t i a l  n u m b e r s  o f  p e r s o n s  a r e  l e f t  
r e m e d i e s ,  s u c h  a s  i n d i v i d u a l s  i n j u r e d  w h i l e  p a s s e n g e r s  i n  a u t o ­
m o b i l e s  owned  by  p e r s o n s  w ho  f a i l  t o  c a r r y  t h e  b a s i c  s e c u r i t y ,  
o r  i f  t h e  s y s t e m  f a i l s  t o  c o m p e n s a t e  s u c h  i n d i v i d u a l s  f o r  t h e i r  
f u l l  e c o n o m i c  l o s s ,  i t  may f a i l  t o  s u s t a i n  i t s e l f  a s  a  r e a s o n a b l e  
a l t e r n a t i v e  i n  a  c o n s t i t u t i o n a l  s e n s e .
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On p o l i c y  g r o u n d s ,  p r o p o n e n t s  a r g u e  t h a t  t h e  p r i n c i p a l  a d v a n t a g e s  
t o  b e  g a i n e d  b y  i m p o s i n g  m a n d a t i n g  f i r s t - p a r t y  i n s u r a n c e  c o v e r i n g  
i n j u r i e s  t o  v i c t i m s  i n  t h e  o p e r a t i o n  o f  t h e i r  v e h i c l e  a r e :  ( 1 )
a s s u r i n g  t h e  a v a i l a b i l i t y  o f  a  f i n a n c i a l l y  r e s p o n s i b l e  s o u r c e  o f  
p a y m e n t  o f  v a l i d  c l a i m s ,  w h e t h e r  t h e  t h e o r y  o f  l i a b i l i t y  o n  w h i c h  
t h e  c l a i m s  s y s t e m  i s  b a s e d  b e  n e g l i g e n c e  o r  s om e  p r i n c i p a l  o f  
s t r i c t  l i a b i l i t y  o r  i n s u r a n c e ;  a n d  ( 2 )  a l l o c a t i n g  f a i r l y  t h e  
c o s t s  o f  m o t o r i n g  i n  w a y s  t h a t  c a n  b e  a c h i e v e d  o n l y  t h r o u g h  
i n s u r a n c e .  M a n d a t o r y  f i r s t - p a r t y  i n s u r a n c e ,  i n  t h e i r  v i e w ,  m o r e  
e f f e c t i v e l y  s e r v e s  t h e  o b j e c t i v e  o f  " f a i r l y "  a l l o c a t i n g  a  c h o s e n  
s h a r e  o f  a c c i d e n t  c o s t s  a s  a  c o s t  o f  m o t o r i n g .  M o r e o v e r ,  a s  t h e  
a r g u m e n t  g o e s ,  m a n d a t o r y  i n s u r a n c e  w i l l  s h a r p l y  r e d u c e  t h e  n u m b e r  
o f  f i n a n c i a l l y  i r r e s p o n s i b l e  d r i v e r s .  M a n d a t o r y  i n s u r a n c e ,  t h e n ,  
b y  m i n i m i z i n g  t h e  n um b e r  o f  u n i n s u r e d  m o t o r i s t s  a n d  r e d u c i n g  c o s t s  
t o  t o l e r a b l e  l e v e l s ,  i s  a  m o r e  s u i t a b l e  i n s t r u m e n t  f o r  a c h i e v i n g  
f a i r  a l l o c a t i o n  a n d  d i s t r i b u t i o n  o f  m o t o r i n g  c o s t s ,  a s  w e l l  a s  
a s s u r i n g  t h a t  v i c t i m s  w i l l  n o t  b e  d e p r i v e d  o f  b e n e f i t s  d u e  u n d e r  
l e g a l l y  v a l i d  c l a i m s  b e c a u s e  o f  t h e  f i n a n c i a l  i r r e s p o n s i b i l i t y  
o f  t h o s e  a g a i n s t  whom t h e  c l a i m s  m u s t  b e  a s s e r t e d .
L a s t l y ,  p r o p o n e n t s  o f  m a n d a t o r y  i n s u r a n c e  a r g u e  t h a t  i t  i s  u n f a i r  
t o  e x p e c t  p e o p l e  t o  p a y  f o r ,  l e t s  s a y ,  u n i n s u r e d  m o t o r i s t  c o v e r a g e  
t o  p r o t e c t  t h e m s e l v e s  f r o m  i r r e s p o n s i b l e  d r i v e r s  who a r e  a t  f a u l t  
i n  a c c i d e n t s .  T h e y  a l s o  p o i n t  o u t  t h a t  a  p o r t i o n  o f  t h e  c o l l i s i o n  
c o v e r a g e  o n  a u t o m o b i l e s  g o e s  t o  p a y  f o r  v e h i c l e  d a m a g e  c a u s e d  b y  
u n i n s u r e d  d r i v e r s .  On a  n a t i o n a l  a v e r a g e ,  e a c h  i n s u r e d  d r i v e r  
may b e  p a y i n g  s o m e w h e r e  a r o u n d  $ 2 0  a  y e a r  t o  p r o t e c t  h i m s e l f  f r o m  
u n i n s u r e d  m o t o r i s t s .  I f  t h e s e  u n i n s u r e d  m o t o r i s t s  a r e  c o m p e l l e d  
t o  b u y  l i a b i l i t y  c o v e r a g e ,  p r o p o n e n t s  s a y ,  r e s p o n s i b l e  d r i v e r s  
w o n ' t  h a v e  t o  p a y  t h a t  e x t r a  m o n e y .
T h o s e  who o p p o s e  m a n d a t o r y  i n s u r a n c e  l a w s  t e n d  t o  b a s e  t h e i r  
o p p o s i t i o n  on  p r a g m a t i c  g r o u n d s , a l t h o u g h  t h e y  m ay  a l s o  u s e  
e t h i c a l  o r  p h i l o s o p h i c a l  a r g u m e n t s .
O p p o n e n t s '  m a i n  a r g u m e n t s  a r e  t h a t  m a n d a t o r y  i n s u r a n c e  l a w s :  ( 1 )
c a n ' t  b e  e n f o r c e d  w e l l  e n o u g h  t o  r e m o v e  u n i n s u r e d  d r i v e r s  f r o m  t h e  
r o a d s ;  ( 2 )  a r e  c o s t l y  t o  a d m i n i s t e r ;  a n d  ( 3 )  i n c r e a s e  i n s u r a n c e  
p - e m i u m s  :?or  r e s p o n s i b l e  d r i v e r s .  Many o p p o n e n t s  o f  m a n d a t o r y  
i n s u r a n c e  a l s o  a r g u e  t h a t  t h e  s t a t e  h a s  no r i g h t  t o  f o r c e  l o w  
i n c o m e  m o t o r i s t s ,  who h a v e  n o  a s s e t s  t o  p r o t e c t ,  t o  b u y  l i a b i l i t y  
i n s u r a n c e  m e r e l y  f o r  t h e  b e n e f i t  o f  m o r e  e, f f l u e n t  d r i v e r s .
T h e  c o r e  o f  t h e  c a s e  a g a i n s t  m a n d a t o r y  i n s u r a n c e  l a w s  i s  t h e  a r g u ­
m en t  t h a t  t h e y  s i m p l y  d o n ' t  w o r k ,  t h a t  t h e y  d o n ' t  c o m p e l  m o t o r i s t s  
t o  b u y  i n s u r a n c e .  T h e s e  l a w s  a r e  h a r d  t o  e n f o r c e ,  p a r t i c u l a r l y  
i n  t h e  c a s e  o f  l i a b i l i t y  i n s u r a n c e .  L i a b i l i t y  c o v e r a g e  i s  d e s i g n e d  
t o  p r o t e c t  t h e  p o l i c y h o L d e r  f r o m  l o s i n g  h i s  a s s e t s  a n d  i n c o m e  i f  
h e  c a u s e s  an  a c c i d e n t  t h a t  harm*^ s o m e o n e .  D r i v e r s  w i t h  n o  p r o p e r t y ,  
no s a v i n g s ,  a n d  l i t t l e  i n c o m e  b ,v e  n o t h i n g  t o  l o s e  i n  a  l a w s u i t .
T h e y  h a v e  no  e c o n o m i c  i n c e n t i v e  t o  b u y  l i a b i l i t y  i n s u r a n c e .  " T h e y  
p e r c e i v e  t h e  l i a b i l i t y  i n s u r a n c e  p o l i c y  a s  t a k i n g  c a r e  o f  o t h e r



B M W — B ■W— TMII — —
4 P a g e  2 2  -  OLR 

A u g u s t  1 8 ,  1 9 8 2

p e o p l e , "  a c c o r d i n g  t o  D r .  J o h n  W. H a l l ,  C h a i r m a n  o f  t h e  I n s u r a n c e  
D e p a r t m e n t  a t  G e o r g i a  S t a t e  U n i v e r s i t y .  " T h e  m a n d a t o r y  l i a b i l i t y  
i n s u r a n c e  s y s t e m  f o r c e s  t h e s e  p e o p l e  t o  p a y  h i g h  p r e m i u m s  r e l a t i v e  
t o  t h e i r  own i n c o m e  f o r  b e n e f i t s  f o r  o t h e r s  w h en  t h e y  c a n n o t  t h e m ­
s e l v e s  a f f o r d  a d e q u a t e  b e n e f i t s  c o  c o v e r  t h e i r  own l o s s e s . "
T h e  m o s t  d a m a g i n g  p r o o f  t h a t  m a n d a t o r y  l i a b i l i t y  l a w s  d o n ' t  w o r k ,  
o p p o n e n t s  m a i n t a i n ,  i s  t h e  f a c t  t h a t  a l l  t h e  m a n d a t o r y  s t a t e s  
r e q u i r e  i n s u r e r s  t o  o f f e r  u n i n s u r e d  m o t o r i s t  c o v e r a g e  a n d  t h a t  
m o s t  d r i v e r s  b u y  i t .  T h u s ,  d r i v e r s  i n  m a n d a t o r y  s t a t e s  a r e  
c a r r y i n g  a  d o u b l e  b u r d e n :  p a y i n g  t h e  p r em ium  f o r  u n i n s u r e d
m o t o r i s t  c o v e r a g e  a n d  a l s o  b e a r i n g  t h e  c o s t  o f  t r y i n g  t o  e n f o r c e  
t h e  m a n d a t o r y  i n s u r a n c e  l a w .
T h e  s e c o n d  a r g u m e n t  m ade  b y  o p p o n e n t s  o f  m a n d a t o r y  i n s u r a n c e  i s  
t h a t  t h e y  a r e  t o o  c o s t l y  t o  a d m i n i s t e r .  P r o p e r  e n f o r c e m e n t  r e ­
q u i r e s  a  l a r g e  s t a t e  b u r e a u c r a c y ,  a n  e x t e n s i v e  d a t a  p r o c e s s i n g  
s y s t e m ,  and  e n o u g h  s t a t e  p o l i c e  o f f i c e r s  t o  g o  o u t  a n d  c o n f i s c a t e  
t h e  l i c e n s e  t a g s  o f  u n i n s u r e d  d r i v e r s .
L a s t l y ,  o p p o n e n t s  a r g u e  t h a t  t h e s e  l a w s  c a u s e  i n s u r a n c e  p r e m i u m s  
t o  g o  up  f o r  r e s p o n s i b l e  d i v e r s .
P a r t  o f  t h i s  i n c r e a s e  c o m e s  f r o m  t h e  h i g h e r  o p e r a t i n g  c o s t s  o f  
i n s u r a n c e  c o m p a n i e s ,  w h i c h  m u s t  i s s u e  i d e n t i f i c a t i o n  c a r d s  o r  
s t i c k e r s  t o  a l l  t h e i r  p o l i c y h o l d e r s  a n d  many h a v e  t o  n o t i f y  t h e  
s t a t e  e v e r y  t i m e  a  c u s t o m e r  f a i l s  t o  r e n e w ,  o r  c a n c e l ,  a  p o l i c y  
o r  d o e s n ' t  p a y  t h e  b a l a n c e  o f  h i s  p r e m i u m .
B u t  m o s t  o f  t h e  i n c r e a s e ,  o p p o n e n t s  m a i n t a i n ,  r e s u l t s  f r o m  t h e  
h i g h e r  a c c i d e n t  r a t e s  among many  o f  t h e  f o r m e r l y  u n i n s u r e d  
d r i v e r s  who a r e  f o r c e d  t o  b u y  i n s u r a n c e .
A c c o r d i n g  t o  D r .  H a l l ,  " i n s u r e r s  t h a t  p r o v i d e  i n s u r a n c e  t o  t h e  
o v e r w h e lm i n g  m a j o r i t y  o f  s a f e  a n d  r e s p o n s i b l e  d r i v e r s  a r e  f o r c e d  
t o  i n c l u d e  h i g h - r i s k  d r i v e r s  a m o r g  t h e i r  i n s u r e d s .  A s  t h e s e  h i g h -  
r i s k  d r i v e r s  i n c u r  l o s s e s ,  t h e  r a t i n g  s t r u c t u r e  w i l l  b e  a f f e c t e d  
and  o v e r a l l  r a t e s  m u s t  r i s e . "
T h o s e  who o p p o s e  m a n d a t o r y  i n s u r a n c e  c i t e  i n s u r a n c e  c o v e r a g e s  t h a t  
m o t o r i s t s  c a n  b u y  t o  p r o t e c t  t h e m s e l v e s  a s  a n  a l t e r n a t i v e .  I n  
s t a t e s  w i t h  n o  f a u l t  l a w s ,  t h e y  n o t e ,  p e r s o n a l  i n j u r y  p r o t e c t i o n  
c o v e r a g e  i s  p r o v i d e d  t o  a l l  i n s u r e d  d r i v e r s .  T h i s  c o v e r a g e  r e i m ­
b u r s e s  p o l i c y h o l d e r s  f o r  t h e i r  own m e d i c a l  e x p e n s e s  a n d  l o s t  w a g e s  
w i t h o u t  r e g a r d  t o  f a u l t .  I n  s t a t e s  w i t h o u t  n o  f a u l t  l a w s ,  m e d i c a l  
p a y m e n t s  c o v e r a g e  i s  a v a i l a b l e  w i t h  l i m i t s  u p  t o  $ 2 5 , 0 0 0 .  A l o s s  
o f  i n c o m e  c o v e r a g e  i s  a l s o  a v a i l a b l e  f r o m  a u t o  i n s u r e r s .  O p p o n e n t s  
a r g u e  t h a t  i t ' s  b e t t e r  t o  l e t  d r i v e r s  p r o v i d e  t h e i r  own i n s u r a n c e -  
p r o t e c t i o n  r a t h e r  t h a n  t r y  t o  f o r c e  d r i v e r s  w i t h o u t  a s s e t s  t o  b u y  
l i a b i l i t y  c o v e r a g e  t h e y  d o n ' t  n e e d  a n d  c a n ' t  a f f o r d .  T h i s  a p p r o a c h ,  
t h e y  b e l i e v e ,  i s  l e s s  c o s t l y  t h a n  t h e  f i n a n c i a l  b u r d e n  o f  t r y i n g  
t o  e n f o r c e  u m a n d a t o r y  l a w ,  p l u s  p a y i n g  t h e  h i g h e r  p r e m i u m  t h a t  
r e s u l t s  f r om  s u c h  l a w s .

J H : npp
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COMPULSORY INSURANCE— RECENT LEGISLATION OF OTHER STATES

LSC has been asked whether any other statw has enacted short and simple 

compulsory insurance legislation. The request is trade in the context of 

committee consideration of H.B. 192 and H.B. 404 of the 114th General Assembly—  

both compulsory insurance laws.

SHORT ANSWER:

Texas, Wyoming, and California have short compulsory insurance laws of 

recent origin.

The Texas law, effective January 1, 1982, prohibits the operation of 

an uninsured motor vehicle on the highways of the state. It makes violation 

a criminal offense and requires motorists to exhibit proof of insurance'coverage 

upon request uf a law enforcement officer or another party to an accident.

The Wyoming law, effective January 1, 1980, simply prohibits an owner of a 

motor vehicle required to be licensed, from operating or permitting the vehicle 

to be operated without having in effect a liability insurance policy or bond. 

Violation is subject to a maximum fine of $750; and revocation of the registra­

tion of the vehicle. An owner who fails to return the vehicle registration 

and plates, after revocation, is subject to a fine of $750 for each day he fails 

to return the plates.

California law, although often referred to as a compulsory insurance law, 

appears to be merely a financial responsibility law. It is enforceable only 

when a person is discovered to be a violator, by reason of an accident report. 

The only penalty is that the person's driving and vehicle registration rights 

are suspended after the accident, if he was not insured, unless he files and 

maintains proof of financial responsibility as to subsequent accidents for a



period of five years. Its primary purpose, which it accomplished, was to 

eliminate the need for a "fault hearing" before its Department of Motor 

Vehicles could suspend a person's driving and registration rights.

The Louisiana, former Idaho, and Oklahoma laws, after which H.B. 192 and

H.B. 404 are patterned, are a little more complicated in that they require an 

applicant for motor vehicle registration to certify that the vehicle is covered 

and will continue to be covered by proof of financial security during the 

registration period.

On the other hand, West Virginia enacted a full scale old-style model 

law, effective July 1, 1981. It requires the filing of proof of insurance 

and requires insurers to notify the Department of Motor Vehicles when insurance 

on a vehicle is canceled. We have been advised that both the Department and 

Insurers in that state are complaining about the increased volume of paper work 

required.

This memorandum summarizes the laws of Texas, Wyoming, and California, 

summarizes the present status of compulsory insurance laws in the various 

states, and reviews recent legislation in West Virginia, Colorado, Connecticut, 

Georgia, Montana, Nevada, and Oklahoma. Those states [except West Virginia, 

as noted above] have added various features to what were originally simple 

prohibitions against operating uninsured vehicles— such as requiring self- 

certification of insurance, notice of the state's insurance requirements upon 

vehicle registration documents, and insurance identification cards to be sub­

mitted to the motor vehicle department upon registration or to law enforcement 

officers or other parties involved in accidents.

Texas Compulsory Insurante Law

Prohibits the operation, upon public highways, of uninsured 
motor vehicles that are used primarily in Texas. Violators 
arc subject to a fine, and to a jail sentence for a second 
offense. After conviction, the offender must file and maintain 
proof of financial responsibility for five years. Failure to 
provide evidence of insurance, upon request, to law enforcement



officers and other parties to an accidf. nt creates a. rebuttable 

presumption that the defendant has violated the law.

Texas has just enacted a compulsory insurance law (Chapter 800, 67th 

Legislature, Regular Session Laws of Texas, 1981, Article 6701h, sections 1A 

through G, Vernon's Ann. Civ. St.).

The law prohibits the operation of a motor vehicle upon the highways of 

Texas, on and after January 1, 1982, unless the vehicle is covered by a policy 

of automobile liability insurance (or equivalent coverage by other means)

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

It excepts vehicles that are both registered and operated by nonresidents, unless 

the vehicle is primarily operated in Texas. It also excepts agricultural 

vehicles.

It requires, on and after January 1, 1982, that every owner and operator 

shall be required as a condition of driving, to furnish upon request "informa­

tion concerning evidence of financial responsibility to a law enforcement officer 

of the State of Texas or any subdivision, or agent of the Department, or to 

another person involved in an accident."

A person convicted of a first offense is subject to a fine of not less 

than $75 or more than $200. Subsequent offenses are punishable by a fine of not 

less than $200 or more than $1,000 and a jail sentence of not more than six 

months. In addition, the person must maintain proof of financial responsibility 

for a period of five years from the date of his conviction in order to avoid 

suspension of his driving and registration rights.

Failure to provide the required information of insurance, or giving false 

information, raises a rebuttable presumption that the person has violated 

the law. This means that, unless a driver offers evidence at trial that the 

vehicle was insured, he may be convicted for violating the law solely -upon the 

basis that he has failed to provide such information or has provided false 

information.



Under the Texas law, an insurer is required to respond to a notice from 

the Texas Department of Public Safety, advising the insurer that it has been 

reported as insuring a driver or motor vehicle, only if it has not issued such 

a policy.

Robert E. Taylor, Director, Research Division, Texas Legislative Council, 

by letter dated December 7, 1981, has provided us with copies of Texas newspape 

reports and comments on the Texas act.

The Texas bill passed the Texas House of Representatives only after a 

speech by a representative whose wife had been killed in an accident by an 

uninsured driver who had run a stop sign.

An editorial of the Dallas Times-Herald, June 2, 1981, state;, tb^c the 

Texas act "does not really call for mandatory auto insurance because it does 

not require a driver to show proof of financial responsibility in order to 

renew a driver's license, to purchase license plates, or to obtain an auto inspec­

tion s:\cker." It pointed out that Texas legislators had previously rejected 

such features upon the ground that they would result in rate increases that 

would make the cost of insurance unaffordable. The editorial reported that 

currently 75% of 7,'exas drivers, who reported automobile accidents, were uninsured. 

It stated that the Texas Department of Public Safety had estimated the law 

would increase the number of insured motorists from 10 to 15 per cent.

Texas newspaper articles also indicate concerns that have been expressed' 

about the new law.

For example, the insurance industry states that rates will be increased 

up to 25%, because poor drivers will be put into the system. Insurance agents 

feel that the law will be unenforceable by reason of the amount of paper work 

required of the state; uhey also express concern as to the load it will place 

upon them. They also state that many motorists will remain uninsured either 

because they can not afford it, have poor driving records, or can not be insured 

with ordinary policies.



traps" that will "nick drivers at least $75 a time if they’re not carrying their

proof." The article mentions other aspects of the law-:

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

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

— The author of the bill suggests that owners of several cars
could photocopy the first page of the policy, and keep a copy
in the glove compartment of each auto.

— The state highway patrol intends to request information 
only when making routine traffic stops and while investigating 
accidents.

— The most optimistic estimate is that the law will result in _
90% of motorists being insured; although an industry spokesman 
states that he would be "stunned" if the figure goes as high as 
85%.

Wyoming Compulsory Insurance Law

This law (Wyoming States 31-4-20, Chapter 149 of the Session Laws of Wyoming,

1979) simply prohibits the owner of a vehicle from operating it or permitting

its operation unless it is covered by insurance, a bond, or self insurance.

Violation of the scatute is punishable by a maximum fine of $750.

The motor vehicle division of its department of revenue must revoke the

registration of the owner, and its county law enforcement agencies must recover

the registration plates of the owner. An owner who fails to return the plates

is subject to a $750 per day fine.

Because of its shortness, we quote it in full:

(a) No owner of a motor vehicle required to be licensed shall 
operate or permit the operation of the vehicle without having 
in full force and effect an automobile liability policy as 
provided in W.S. 31-9-403 or bond in amounts provided by W.S.
31-9-102(a)(x). Any person knowingly and willfully violating 
this subsection is guilty of a misdemeanor punishable by a fine 
of not more than seven hundred fifty dollars ($750.00).

One article mentions the possibility of lucrative "liability insurance



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

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

*
California Compulsory Insurance Law

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

The California law was enacted in response to a crisis that existed in the 

enforcement of its former financial responsibility law. The California 

Supreme Court held, in response to decisions of the United States Supreme Court,

that the Department of Motor Vehicles could not suspend the driving rights of

a person involved in an accident, for failure to deposit security sufficient 

to pay damages arising out of the accident, unless the person was first pro­

vided a due process hearing upon the issue of whether there was reasonable 

cause to believe that a court would nold him liable for such damages. Forty 

thousand drivers and owners immediately filed requests for such hearings.

California then repealed the security-deposit provisions of its financial 

responsibility law, and enacted a law providing that every driver of, and owner 

of, a motor vehicle shall, at all times, maintain a form of financial respon­

sibility. (Section 16020, California Vehicle Code). No criminal penalty was 

provided for violating this provision of the law. However, California retained 

the accident-reporting features of its financial responsibility law. The new 

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

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



rights must be suspended until such time as he fails proof of financial 

responsibility as to future accidents with the Department. The proof must 

be maintained for three years.

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

65 Cal. App. 3rd 416, by a driver who was not covered at the time of the 

accident, and who thereafter tailed to file proof of financial responsibility. 

The driver contended that his license could not be suspended without a due 

process hearing to determine whether or not he was at fault in the accident. 

The California court held that the law was constitutional. It said that the 

law was intended to require all drivers, negligent or not, to be financially 

responsible. It held that requiring proof of financial responsibility only 

in cases of accident was a permissible legislative option as "a random spot- 

check" on the financial responsibility of California drivers. It stated that 

this was no more unfair to the plaintiff than the selective audit of tax 

returns or the random inspection of motor vehicles. It concluded that the 

requirement was constitutional even though the driver himself was the person 

injured in the accident.

The law imposes no criminal penalty for a first violation. However, a 

driver who has filed proof of financial responsibility and thereafter operates 

or perm.it3 the operation of u vehicle, without financial responsibility, is 

subject to a $.100 fine; and the court may require, as a condition of probation, 

that the person file proof of financial responsibility.

The American Insurance Association, in its 1979 Summary of Selected State 

Laws and Regulations Relating to Automobile Insurance, summarizes the law as 

a compulsory insurance law. However, the effect appears to be very similar 

to a financial responsibility law. A driver or owner can operate an uninsured 

vehicle without penalty, until he is involved in an accident. There will be 

no insurance or assets for the protection-of an injured party, if the driver 

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



a judgment against the driver or owner, require the Department of Motor Vehicles 

to suspend the driving privileges and registration rights of the driver until 

the judgment is paid. However, the injured party cannot, as under Ohio law, 

require the Department to suspend those rights if the driver or owner fails 

to post security.

I have written the California Department of Motor Vehicles to determine 

whether it has had any effect upon the number of uninsured motor vehicles 

in the state.

Recent enactments in other states

At the present time 2S states [if California law is not considered to be 

a financial responsibility law] have compulsory liability insurance laws.

All of those states require the insurance to cover both personal injuries and 

property damages. Fourteen of the states are no-fault states. Five of these 

state are "add-on benefits" states, in which insurers are required to offer 

insureds an option to obtain first-party-benefits insurance payable, regardless 

of fault, to the insured, his family, occupants of the insured vehicle and, 

in some states, pedestrians struck by the insured vehicle. Eight of the states 

have neither no-fault or add-on benefits insurance.

All no-fault states, except Florida [bills have been introduced in Florida 

to require compulsory insurance], have compulsory liability insurance laws.

Those states are:

Insurers generally have favored no-£ault laws, although they have also 

generally opposed compulsory liability insurance laws. Insurers have stated 

that insurance counsel believe that compulsory liability insurance requirements 

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

Colorado
Connecticut
Georgia
Hawaii.
Kansas
Kentucky
Massachusetts

Michigan 
Minnesota 
New Jersey 
New York 
North Dakota 
Pennsylvania 
U tah



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

for his own protection and not for the protection of others. Further, if no­

fault were volunta~y, it seems clear that a financial irresponsible person 

would have an incentive to purchase insurance for his own protection at the 

expense of victims of his negligence.

In some no-fault states, the compulsory liability insurance provision is 

a simple statement that no vehicle shall be registered or operated in the state 

unless it carries both no-fault and liability insurance.

Other no-fault states have more detailed compulsory liability insurance 

laws. The legal procedures set forth indicate a serious intent to enforce the 

compulsory insurance requirements, rather than a perfunctory compliance with 

constitutional requirements.

The five add-on states that require compulsory liability insurance are: 

Delaware, Maryland, Oregon, South Carolina, and Texas. I think the history 

in all of those states indicates that the requirements are based upon a policy 

decision that compulsory insurance should be adopted, rather than upon a policy 

decision that add-on benefits insurance might be declared unconstitutional if 

compulsory liability insurance is not required.

Enactment of compulsory insurance laws in the nine remaining states appear 

to be based solely upon a policy decision to require all motorists to be 

covered by proof of financial security. Those states are:

In recent years, West Virginia has enacted a completely new compulsory 

insurance lav;. Six other states have amended their compulsory insurance laws: 

Colorado (no-fault), Connecticut (no-fault), Georgia (no-£ault), Montana, 

Oklahoma, and Nevada (repealed its no-fault law). The following portions of 

this memorandum discuss those recent enactments.

California
Idaho
Louisiana
Montana

Nevada
North Carolina 
Oklahoma 
West Virginia 
Wyoming



West Virginia

West Virginia has enacted a completely new law, which represents an 

opposite approach from that of Texas and California by following the approaches 

of early state compulsory insurance laws (Massachusetts, 1924; New York,

1956; and North Carolina, 1957) that require insurers to notify the Commissioner 

of Motor Vehicles of termination of insurance. See Sections 17D-2A-1 through 

17D-2A-9, West Virginia Code effective July 9, 1981.

It requires security to be maintained continuously and prohibits the 

operation of a motor vehicle by a person who knows that it is not covered 

by proof of financial security.

Insurers must provide insureds with certificates of insurance, which 

must be submitted by the insureds to the Commissioner in order to obtain 

registration of a motor vehicle.

Cancellation of an insurance policy is only effective upon the expiration 

of 30 days notice to the insured and the Commissioner. Nonrenewal is effective 

only upon the expiration of a 45-day notice to the insured and the Commissioner. 

Unless the insured proves that the vehicle is covered by other security 

before the expiration date, the Commissioner is required to suspend the 

registration and issue an order authorizing seizure of the registration plates.

All insurance policies must be for a period of at least 90 days, except 

as may be otherwise provided by rules of the Commissioner of Insurance.

Officers investigating accidents are required to inquire as to insurance 

covering the vehicles involved, and report to the Department of Motor Vehicles 

as to any vehicle or person not covered by insurance.

Violators are subject to a 90-day suspension of driving rights, and 

revocation of motor vehicle registration rights until such time as they 

provide proof of security.

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

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



of motor vehicles, or commissioner of insurance will be enacted to cover 

the problems arising during the course of investigation of a traffic accident.

In theory, the West Virginia law permits the state to ascertain from 

its own records, at all times, whether a motor vehicle is insured. Accordingly, 

it is in a position to obtain back promptly the registration plates of uninsured 

vehicles. The theory is that the incidence of accidents in the short interval 

prior to the retrieval of registration will be relatively low.

It appears worthy of particular note, that West Virginia has not followed 

the pattern of enactments in recent years of requiring self-certification 

of insurance, rather than submission of insurance certificates, to the 

Department of Motor Vehicles in order to obtain registration of a motor 

vehicle. For example, New York reported an annual savings of $3 million 

when it changed to a self-certification program.

Eoth of the Ohio House Bills (H.B. 192 and 404) pending in subcommittee 

provide for self-certification, following the pattern of Louisiana, Idaho, 

and several other states.

Colorado (no-fault)

Colorado law (Chapter 101, 1981 Session Laws of Colorado) now requires 

applications for registration to contain a statement that motor vehicle 

insurance coverage is mandatory in the state and that violation of the require­

ments is a Class I offense. It requires the registration certificate issued to 

the owner of a vehicle to contain the same notice.

However, the Colorado law does not require an applicant for registration 

to present evidence of insurance or sign an affidavit that the vehicle is 

covered by insurance.

In terms of H.B. 192 and 404, it is arguable that Colorado law would be 

simpler to administer— since there would be no need to sign or explain affidavits 

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



vehicle could be made a criminal offense, even though the applicant does not 

sign an affidavit.

Connecticut (no-fault)

Connecticut Public Act 81-27 now requires insurers to issue duplicate no­

fault automobile identification cards— one to be provided to the 3ureau of Motor 

Vehicles and the other to be carried on the motor vehicle.

The act also requires the certificate to be effective for one year, with 

a space to add the vehicle identification number of any vehicle that subsequently 

becomes covered by the insurance and the signature of an officer of the insured 

authorizing the change.

The act also permits the issuance of a permanent identification card with 

a future date. The word "renewal" must appear in close proximity to the 

effective date.

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

enforcement more efficient.

Georgia (no-fault)

Recent Georgia Legislation (Georgia Laws 1980 Session No. 1342 (H.B. 1542) 

now allows municipalities to enact compulsory insurance ordinances. The effect 

is to permit the municipal corporations to retain fines and court costs in such 

cases.

Montana

Chapters 409 and 410, Montana Session Laws 1981, makes a person who inten­

tionally provides false information on an insurance certification, required 

in order to register a motor vehicle, guilty of unsworn falsification. It 

requires an insurance card to be carried on every motor vehicle, and increases 

the penalty for operating an uninsured motor vehicle to $250.

Nevada (repealed its no-fau.lt law)

Chapters 447 and 742, Laws of Nevada, Sixty-First Session (1981), have 

made a number of changes in its compulsory insurance law.



Chapter 447 exempts certain, motor vehicles from the requirement of being 

covered by proof of security, where the Department of Motor Vehicles has issued 

a temporary permit authorizing the movement or operation of the vehicle within 

the state for a limited period of time.

Chapter 742 adds provisions requiring the suspension of the driving privileges 

and motor vehicle registration rights of any person convicted of violating their 

compulsory insurance law. The suspension must remain in effect unless the person 

files and maintains proof of financial responsibility for a period of three 

years after the reinstatement of his driving, privileges.

It further requires any person, who moves to Nevada from a state in which 

he has been required to maintain proof of financial responsibility, to file 

and maintain proof of financial responsibility in Nevada for the same period 

of time required by the other state.

It further shortens the period for requesting an administrative hearing 

from 30 days to 15 days.

It also requires a person who files an accident report reporting damage 

to a motor vehicle to include an estimate of repairs or statement of total loss 

from an established repair garage, a licensed adjuster, or a licensed physical 

damage appraiser.

Oklahoma

Oklahoma several years ago enacted a relatively simple compulsory insurance 

law similar to chose in Louisiana and Idaho. Earlier this year, it increased 

the penalty for violating its < ■ ■> from a fine not more than $100 to a fine of 

not more uhan $250. In addition, the amendment now permits the imposition of 

imprisonment for a period not to exceed 30 days. 47 Oklahoma Statutes Ann.

Section 7.606

I have noted in comparing the compulsory liability laws of the various 

states that the monetary penalties generally are less than the cost of liability 

insurance.



All 27 of the states that have adopted compulsory liability insurance . 

laws have also adopted laws requiring insurers to provide uninsured motorist 

coverage. Eleven of those states do not permit the insured to reject uninsured 

motorist coverage. Insurers state that a majority of insureds, in states that 

permit the rejection of such coverage, include it in their policies. Generally, 

this factor has been considered by opponents of compulsory insurance as the "most 

damning proof that liability insurance laws don't work." They further state 

that the result is to place the burden of paying premiums and the cost of 

enforcement of compulsory insurance laws upon good drivers who take out insurance. 

Stares that do not permit an insured to reject uninsured motorist coverage 

are: Connecticut, Maryland, Massachusetts, Minnesota, New Jersey, New York,

North Dakota, Oregon, Pennsylvania, South Carolina, and West Virginia.

Colorado, Delaware, Georgia, Hawaii, Idaho, Kansas, Kentucky, Louisiana, 

Montana, Nevada, North Carolina, Oklahoma, Texas, and Utah permit insureds to 

reject the coverage in writing.

Michigan requires the coverage, but has no provision regarding rejection 

in writing.

Policy objectives and alternatives to compulsory insurance 

Policy objectives of compulsory insurance laws are to:

— compensate injured drivers;

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

— remove from the highways those who are such poor risks that they cannot 

obtain or afford insura ce.

The policy objective of compensating injured drivers could also be 

accomplished through no-fault insurance, uninsured motorist coverage, unsatisfied 

judgment funds, or assigned claims plans. None of these would, of course, 

compensate an uninsured motorist; for no reason appears why the law should 

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

Compulsory underinsured motorist: insurance coverage



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

Michigan, New Jersey, New York, and North Dakota have unsatisfied judgment 

funds. In New Jersey and New York the fund is supported entirely by insurers.

In North Dakota, the fund is supported by a $1 fee paid by motor vehicle registrants 

whether insured or uninsured. Michigan imposes a $45 fee for its plan which 

applies only to motorcycles. Claimants are paid from unsatisfied judgments 

funds only after they are unable to collect from ocher resources of the judgment 

debtor. The judgment debtor is liable to repay the fund, and his driving and 

registration rights may be suspended until such time as he repays the amount 

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

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

proceedings. .

Assigned claims plans are generally established in no-fault states. Under 

these plans, individual insurance companies are assigned, on a rotating basis, 

to investigate and settle claims. They are reimbursed by a fund made up from 

contributions by all companies doing business in the state.

Although all of the above methods appear to be aimed at accomplishing the 

goal of compensating an injured person substantially to the same extent as he 

would have been compensated if the responsible party had been covered by liability 

insurance, none of them accomplish the second policy objective of requiring 

all highway users to contribute to the cost of insurance protection. Certainiy 

the small sum of $1 paid by uninsured owners in North Dakota and $45 paid by 

uninsured motorcycle owners in Michigan bear little relation Lo the cost of 

liability insurance protection in those states.

To the extent that the person liable is denied driving rights until he 

pays damages, the above methods accomplish the purpose of keeping a financially 

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



CONCLUSION

The above memorandum lists the trends in recent legislation relating to 

compulsory insurance. Unfortunately, it is not possible by an examination of 

legislation in this area to determine the effectiveness of the law.

The policy alternatives range from simple prohibitions to complex monitoring 

of every motor vehicle and automobile liability insurance policy in the state.

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

its law.

rsh/cjm
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COMPULSORY AUTOMOBILE INSURANCE

This memorandum examines: (1) proponent and opponent arguments relative to

compulsory automobile insurance; (2) automobile insurance plans that are sometimes 

used in conjunction with compulsory automobile insurance; (3) alternatives to 

compulsory automobile insurance; and (4) the difficulty of analyzing the impact 

on insurance rates of various automobile insurance programs.

Arguments for ar.d against compulsory automobile insurance

Various arguments have been advanced in favor of, or against, compulsory 

liability insurance. 3ec.ause of the complex nature of the subject, some of these 

arguments are intermingled in such a way that it is difficult to break them down 

into single statements presenting both sides of particular issues. The following 

review includes those arguments most frequently raised about compulsory insurance 

that are comparatively clear-cut and have been discussed in pro and con terms.

Pro: Proponents of compulsory liability insurance have said that such laws

ensure that all drivers in a state will be able to pay for any damage they might 

cause as a result of the use of their vehicle (e.g., the vehicles cannot be 

registered, and therefore cannot be operated, unless proof of such ability is 

given). Consequently, there either will be no uncompensated accident victims in 

a state where such a law is in effect, or the number of such victims will be much 

lower than in a state not having such a law.

Con: Opponents of compulsory liability insurance have said that such laws

will neither ensure that all drivers in a state have insurance nor greatly reduce 

the number of uncompensated accident victims. They cite lack of required coverage 

resulting from expiration or cancellation of insurance policies, illegal operation



(driving when no coverage is in effect is most often mencioned), hic-skip accident 

and those caused by drivers from states not having compulsory insurance laws.

Pro: Proponents have said that even though compulsory liability insurance

laws may not succeed in ensuring that all drivers in a state have the required 

coverage at times, more drivers carry coverage under such a law chan do under 

a f i n a n c i a l  responsibility law.

Con: Opponents have said that a ’.ompulsory liability insurance law does not
*

necessarily ensure that more drivers will carry coverage than under a financial 

responsibility law. They cite comparisons of estimates of uninsured motorists 

in states having compulsory insurance laws with estimates of uninsured motorists 

in states having financial responsibility laws as showing little, if any, differer. 

in this particular effect of both types of laws.

Pro: Proponents have said chat a properly enforced compulsory liability

insurance law will insure that more drivers carry coverage than would in a state 

having a financial responsibility law.

Con: Opponents have said that proper enforcement of a compulsory liability

insurance law can be obtained, if at all, only at a high cost. They cite addi­

tional numbers of uniformed enforcement personnel needed and Che imposition of 

complex reporting procedures on state agencies as a result of the necessity to 

keep track of persons whose coverage has expired or been canceled.

Pro: Proponents have said that all just claims should be paid, chat cue

payment of claims and the elimination or reduction of uncompensated losses is eh • 

principal function of automobile insurance, and that a compulsory liability insur­

ance law will accomplish these purposes better than a financial responsibility law

Con: Opponents have said chat a compulsory liability insurance law suggests

that everyone is insured; it therefore creaces excessive claims consciousness and 

an inducement to file a claim on the slightest provocation or even on no grounds 

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



increase litigation and court congestion, and also tend to make insurance rates 

higher in states having compulsory laws than in those having financial responsi­

bility laws.

Pro: Proponents have said that institution of a compulsory liability

insurance law need not cause increases in premium rates or force companies to 

write coverage at. a loss if rates are set at levels that will return a reasonable 

operating profit. They have noted thac the public does not usually choose insurance 

policies on the basis of price alone.

Con: Opponents have said that a compulsory liability insurance law will cause

increases in premium rates because all substandard risks must be provided insurance 

unless removed from the highway by licensing authorities. This, opponents have . 

said, means that acriaent frequency r»ilx increase for insured drivers, and premium 

rates will inevitably reflect chr increase.

Unsatisfied judgment funds and assigned risk plans

Under compulsory automobile insurance laws, insurance companies are not 

precluded from applying their customary underwriting standards in determining 

whether to write a policy. As a consequence of this and other factors associated 

with ensuring that most motorists will have coverage and that most victims at 

automobile accidents will be compensated for their losses, states have adopted 

unsatisfied judgment funds and assigned risk plans.

New York is an example of a compulsory automobile insurance state thac has 

established an unsatisfied judgment fund. This fund is financed by assessments 

against insurance companies doing business in the state, based on net direct 

premiums written. Moneys in the fund are used to compensate victims of uninsured 

or financially irresponsible drivers, but payment of compensation requires legal 

action and recovery of a judgment as a prerequisite.



Assigned risk plans, which are found in every scate, make insurance coverage 

available to drivers who have poor driving records and are unable to obtain 

coverage in the private market. Ohxo's plan is set forth in section 4509.70, and 

requires participation of every insurance company writing automobile liability 

or physical damage policies.

A  fairly recent Maryland compulsory automobile insurance law established the 

Maryland Automobile Insurance Fund, which has features of both an unsatisfied 

judgment law and an assigned risk plan. Thus, Maryland law attempts to cope with 

two problems thac may accompany the enactment of a compulsory automobile insuranc 

law— compensation of persons who have been injured by uninsured motorists, and 

provision of a means whereby persons who have been refused coverage by private 

insurance companies may procure insurance.

Alternatives to compulsory automobile insurance

Two alternatives to compulsory automobile insurance are uninsured motorists 

coverage and financial responsibility laws. ^Mandatory uninsured motorist covarag 

represents an attempt to ensure compensation of accident victims. This type of 

coverage, which is usually an add-on to a regular automobile liability policy, is 

paid for by the insured driver and protects him against damages caused by an 

uninsured driver. Ohio law (sec. 3937.18) presently requires insurance companies 

doing business in the state to offer uninsured motorist coverage to all policy­

holders, but does not mandate that policyholders purchase the coverage.

The major difference between a compulsory liability insurance law and a 

financial responsibility law such as Ohio's (Chapter 4509.) is that the former 

requires persons owning motor vehicles to present, at time of registration, proof 

of their ability to pay for any damage that may be caused with the vehicles, whil 

a financial responsibility law requires, subject to suspension of registration or 

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



accident. 3och types of laws usually permit proof of ability to pay for damages 

to be given in a variety of ways: by an automobile liability insurance policy

meeting statutory requirements for minimum amounts of coverage, a deposit of a 

specified amount of cash or securities with a state officer, a deposit of a securit 

bend in a specified amount, or by a certificate or self-insurance (generally 

available onxy to persons who own 25 or more motor vehicles). In practice, 

however, individual policies of automobile liability insurance are most frequently 

used as proof of ability to pay for damages when required by either type of law. 

Effect of automobile insurance plans on insurance rates

It is difficult to demonstrate how compulsory automobile insurance or one of 

its alternatives affects automobile insurance rates. Data made available to us 

by Nationwide Insurance, for example, compare automobile insurance rates in various 

cities throughout the United States, both in compulsory and noncompulsory insurance 

states (see enclosure). While it is possible to point out, for instance, thac 

Boston, which is in a compulsory insurance state, has higher races than Cleveland, 

which is in a noncompulsory insurance state, it is highly speculative to attribute 

the difference in races between these cities solely to the presence of compulsory 

insurance in Massachusetts and its absence in Ohio. The major reason for Che 

speculative nature of such an analysis is the very complex interplay of the many 

v riables that affect the establishment of a rate: (1) the influence of

inflation and the cost of living in a particular area; (2) the rata filing law 

(file and use, prior approval, open competition, etc.); (3) the permissible race 

classifications (age, sex, marital status, location of place where a car is 

garaged); and (4) the relationship between compulsory automobile insurance laws 

and general automobile insurance statutes (e.g., no fault insurance).
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COMPULSORY MOTOR VEH ICLE  L I A B I L I T Y  INSURANCE

Summary 
\  _

C o m p u l s o r y  i n s u r a n c e  l a w s  r e q u i r e  a l l  o w n e r s  o f  
m o t o r  v e h i c l e s  t o  b u y  and m a i n t a i n  i n s u r a n c e  a s  a 
c o n d i t i o n  f o r  r e g i s t e r i n g  t h e i r  v e h i c l e s .  S u c h  i n s u r ­
a n c e  h a s  b e e n  u r g e d  a s  a s o l u t i o n  t c  t h e  p r o b l e m  o f  
f i n a n c i a l l y  i m p r o v i d e n t  m o t o r i s t s .  M o re  t h a n  20  p e r c e n t  
o f  I l l i n o i s  m o t o r i s t s  and  5 0  p e r c e n t  o f  C h i c a g o  m o t o r ­
i s t s  may b e  w i t h o u t  i n s u r a n c e .

T w e n t y - n i n e  s t a t e s  h a v e  e n a c t e d  c o m p u l s o r y  m o t o r  
v e h i c l e  i n s u r a n c e  l a w s .  Two a d d i t i o n a l  s t a t e s  h a v e  com­
p u l s o r y  m o t o r  v e h i c l e  i n s u r a n c e  l aw s  t h a t  h a v e  n o t  y e t  
gon e  i n t o  e f f e c t .  " N o - f a u l t "  m o t o r  v e h i c l e  i n s u r a n c e  
a l s o  h a s  b e e n  e s t a b l i s h e d  i n  20  o f  t h o s e  s t a t e s .

Over '  30  b i l l s  p r o v i d i n g  f o r  c o m p u l s o r y  l i a b i l i t y  
i n s u r a n c e  c o v e r a g e  h a v e  b e e n  i n t r o d u c e d  in  t h e  I l l i n o i s  
G e n e r a l  A s s e m b l y  s i n c e  1 9 7 1 ,  b u t  n one  h a v e  b e e n  a d o p t e d .  
C o m p u l s o r y  i n s u r a n c e  was a l s o  p r o v i d e d  f o r  in  s e v e r a l  
" n o - f a u l t "  i n s u r a n c e  p r o p o s a l s .  *

One o f  t h e  m a j o r  p r o b l e m s  w i t h  c o m p u l s o r y  i n s u r a n c e  
i s  t h a t  o f  e n f o r c i n g  t h e  l aw  r e q u i r i n g  m o t o r i s t s  t o  
m a i n t a i n  i n s u r a n c e  c o v e r a g e  t h r o u g h o u t  t h e  r e g i s t r a t i o n  
p e r i o d .  Some s t a t e s  h a v e  a d o p t e d  p r o c e d u r e s  t o  c o n f i s ­
c a t e  d r i v e r ’ s l i c e n s e s ,  l i c e n s e  p l a t e s ,  and r e g i s t r a t i o n  
c e r t i f i c a t e s  o f  t h o s e  f a i l i n g  t o  m a i n t a i n  i n s u r a n c e  i n  • 
a d d i t i o n  t o  o t h e r  p e n a l t i e s .

P r o p o n e n t s  b e l i e v e  t h a t  o n l y  t h r o u g h  c o m p u l s o r y  
i n s u r a n c e  w i l l  t h e r e  b e  any  c o m p e n s a t i o n  a v a i l a b l e  f o r  
w r o n g f u l  i n j u r i e s  o r  p r o p e r t y  dam age  in  m o t o r  v e h i c l e  
a c c i d e n t s .  O p p o n e n t s  a r g u e  t h a t  c o m p u l s o r y  i n s u r a n c e  
l aw s  w o u ld  be  i n e f f e c t i v e  o r  t o o  c o s t l y  and c o u l d  
i n c r e a s e  p r e s s u r e  on g o v e r n m e n t  t o  f u r t h e r  r e g u l a t e  o r  
even  s u p p l a n t  p r i v a t e  i n s u r a n c e .

PMjd 'y k)*L
R o b e r t  J .  W e l z  
S t a f f  A t t o r n e y
RJW: lam
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C o m p u l s o r y  m o t o r  v e h i c l e  i n s u r a n c e  l a w s  r e q u i r e  
e v e r y  a p p l i c a t i o n  f o r  t h e  r e g i s t r a t i o n  o f  a m o t o r  
v e h i c l e  t o  b e  a c c o m p a n i e d  by  p r o o f  t h a t  t h e  v e h i c l e  i s  
c o v e r e d  by  a l i a b i l i t y  p o l i c y  o r  o t h e r  f o r m  o f  
p r o t e c t i o n  a g a i n s t  t h e  l e g a l  l i a b i l i t y  t h a t  may a r i s e  i n  
c o n n e c t i o n  w i t h  i t s  o p e r a t i o n .  The  r e g i s t r a t i o n  w i l l  
n o t  b e  g r a n t e d  w i t h o u t  s u c h  p r o o f .  N o t i c e  t h a t  t h e  
c o v e r a g e  h a s  b e e n  c a n c e l l e d  r e s u l t s  i n  a r e v o c a t i o n  o f  
t h e  r e g i s t r a t i o n ,  and  o p e r a t i o n  o f  a n o n c o v e r e d  
a u t o m o b i l e  l e a d s  t o  d r i v e r ' s  l i c e n s e  s u s p e n s i o n  o r  
r e v o c a t i o n ,  an d  u s u a l l y  t o  c r i m i n a l  p e n a l t i e s .

A c c o r d i n g  t o  I l l i n o i s  D e p a r tm e n t  o f  I n s u r a n c e  
f i g u r e s ,  2 1  p e r c e n t  o f  r e g i s t e r e d  p r i v a t e  p a s s e n g e r  
v e h i c l e s  i n  I l l i n o i s  i n  1 9 7 8  w e r e  u n i n s u r e d ,  and  o v e r  
h a l f  o f  s u c h  v e h i c l e s  i n  C h i c a g o  w e r e  u n i n s u r e d .

Percent
Registered* Insured U n i nsured uninsured

Chicago 1,269,916 612,800 657,116 52%
Cook County 1,359,584 915,736 443,848 33

exclud ing 
Chicago

Illinois 3,276,861 3,147,205 129,656 4
exc1ud i ng 
Cook County

Illinois Total 5,906,361 4,675,741 1 ,230,620 21%

I l l i n o i s  P r o p o s a l s  f o r  Compu l s o r y  I n s u r a n c e

I l l i n o i s  h a s  h a d  a f i n a n c i a l  r e s p o n s i b i l i t y  l aw  
s i n c e  1 9 3 8 .  I t  r e q u i r e s  p e r s o n s  who h a v e  f a i l e d  t o  
s a t i s f y  a j u d g m e n t  f o r  any  l i a b i l i t y  f r o m  a p r e v i o u s  
a c c i d e n t  t o  f u r n i s h  " p r o o f  o f  f i n a n c i a l  r e s p o n s i b i l i t y  
f o r  t h e  f u t u r e "  i n  am o u n t s  o f  $ 1 5 , 0 0 0  f o r  i n j u r y  o r  
d e a t h  t o  o n e  p e r s o n ;  $ 3 0 , 0 0 0  f o r  i n j u r y  o r  d e a t h  t o  two  
o r  more  p e r s o n s ;  a n d  $ 1 0 , 0 0 0  f o r  p r o p e r t y  d a m a g e . 2 
T h i s  h a s  b e e n  c r i t i c i z e d  b e c a u s e  i t  d o e s  n o t h i n g  t o  
p r o t e c t  a g a i n s t  h a rm  f r o m  t h e  f i r s t  a c c i d e n t .

S i n c e  1 9 7 1  t h e  I l l i n o i s  G e n e r a l  A s s e m b l y  h a s  
c o n s i d e r e d  o v e r  3 0  b i l l s  w h i c h  w o u l d  r e q u i r e  c o m p u l s o r y  
a u t o m o b i l e  i n s u r a n c e  on  a b r o a d  o r  l i m i t e d  b a s i s .  None  
o f  t h e s e  m e a s u r e s  b e c am e  l a w .  Ma in  p r o v i s i o n s  o f  t h e  
p r o p o s a l s  a r e  sh own  i n  T a b l e  1 .

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



Table 1

Proposed Legislation for Compulsory Auto, ibile Insurance 

for Illinois, 1971-1982

Year and 

bill no.

1972 H.B. 4344

1973 H.B. 243 

and H.B. 817

1973 H.B. 950

1974 H.B. 2414

1975 H.B. 3062a/ 

and S.B. 15D0

1977 H.B. 545

1977 H.B. 634

1977 H.B. 928 

1977 H.B. 1234 

1977 S.B. 409 

1977 S.B. 840

1977 S.B. 1113

1978 H.B. 2614

1979 H.E). 206

1979 H.E. 2443 

and S.B. 117

1979 S.E. 51

1979 S.E. 127

Required minimum 

liability coverage* 

'V _
$10,000/$100,000/$5,000

20,000/ 40^000/ 5,000

10,000/ 20,000/ 5,000

not specified 

10,000/ 20,000/ 5,ODO

10,000/ 20,000/ 5,000

10,000/ 20,000/ 5,000

20,000/ 50,000/ —

10,000/ 20,000/ 5,000

not specified 

10,000/ 20,000/ 3,000

10,000/ 20,000/ 5,000

10,000/ 20,000/ 5,000

10,000/ 2l\J00/ 5,000

not specified

10,000/ 20,000/ 5,000

10,000/ 20,000/ 5,000

P e n a lt y * 1

maximum $1,000 fine or 1 year 

imprisonment

not specified

petty offense; license and 

registration may be revoked

not specified

Class C misdemeanor; license 

and registration may be 

revoked

Class A misdemeanor; license may 

be revoked up to 90 days? 

forfeit vehicle registration

Class A misdenieanor; forfeiture 

of vehicle registration

license may be suspended

Blass A misd'-.mcanor

not specified

not specified

Class C misdemeanor; license 

and registration may be 

revoked

Blass A misdemeanor

Class A misdemeanor

not specified

not specified 

Class A misdemeanor



Table 1 (cont'd)
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Year and 

bill no.

1981 H.B. 9 

and S.B. 90

1981 H.B. 11, 

H.B. 315 and 

S.B. 222

1981 H.B. 332

1981 S.B. 151 

1981 S.B. 152

1981 S.B. 969

1982 H.B. 2326 

and H.B. 2573

Required minimum 

liability coverage*

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

15,000/ 30,000/10,000

requires no-fault bene­

fits and maintains 

current safety re- 

• sponsibility law

not specified

not specified

10,000/ 20,000/ 5,000

15,000/ 30,000/10,000

Penalty**

Class A misdemeanor

Class A misdemeanor

revocation or suspension of 

driver'9 license and 

vehicle registration

not specified

suspension of driver's license i 

up to 90 days; Class A 

misdemeanor

suspension of driver's license 

and vehicle registration

Class A misdemeanor

revocation or suspension of 

driver's license and vehicle 

registrotion

suspension or revocation of 

driver's license and motor 

vehicle registration; und for 

first offense, £75 fine; second 

offense, $200 fine

•The first figure is the minimum coverage Tor bodily injury or death to one person, 

the second figure is the minimum coverage for bodily injury or death to two or mure 

persons in the came accident, and the third figure is the minimum coverage for 

property damage.

••The penalty is for driving without the required liability insurance.

n/H.B. 3062 was substituted for H.B.'s 1766, 1035, 1066, and 2719.

Source: examination of bills by Legislative Council staff.

19B2 H.B. 2678 requires no-fault bene­

fits and repeals 

safety responsibility 

l o w

1982 S.B. 12B0 10,000/ 20,000/ 5,000

t



Laws in  O t h e r  S t a t e s

T w e n t y - n i n e  s t a t e s  h a v e  c o m p u l s o r y  m o t o r  v e h i c l e  
i n s u r a n c e  l a w s .  I n d i a n a  and  New M e x i c o  h a v e  a l s o  p a s s e d  
c o m p u l s o r y  m o t o r  v e h i c l e  i n s u r a n c e  l a w s .  H o w e v e r ,  
I n d i a n a ' s  lav,? d o e s  n o t  g o  i n t o  e f f e c t  u n t i l  J a n u a r y  1 ,  
1 9 8 3 ,  a n d  New M e x i c o ' s  d o e s  n o t  g o  i n t o  e f f e c t  u n t i l  
J a n u a r y  1 ,  1 9 8 4 .  G e n e r a l l y ,  m o t o r  v e h i c l e s  w i l l  n o t  be  
r e g i s t e r e d  i n  t h e  s t a t e  u n l e s s  t h e  a p p l i c a t i o n  f o r  
r e g i s t r a t i o n  i s  a c c o m p a n i e d  by p r o o f  o f  a b i l i t y  t o  
r e s p o n d  i n  d a m a g e s  up  t o  l i m i t s  o f ,  f o r  e x a m p l e ,
$ 2 0 , 0 0 0 ,  b o d i l y  i n j u r y ^ o r  d e a t h  t o  o n e  p e r s o n ;  $ 4 0 , 0 0 0 ,  
b o d i l y  i n j u r y  o r  d e a t h  p e r  a c c i d e n t ;  a nd  $ 5 , 0 0 0 ,  
c o v e r a g e  f o r  p r o p e r t y  d a m a g e .

N o - f a u l t  i n s u r a n c e  l a w s  h a v e  b e e n  e s t a b l i s h e d  in  
2 0  s t a t e s  w i t h  c o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  l a w s .  
N o - f a u l t  i n s u r a n c e  i s  p r o t e c t i o n  p o l i c y h o l d e r s  r e c e i v e  
f r o m  t h e i r  own i n s u r a n c e  c o m p a n i e s  t o  c o m p e n s a t e  them  
f o r  e c o n o m i c  l o s s  s u f f e r e d  a s  a r e s u l t  o f  m o t o r  v e h i c l e  
a c c i d e n t s ,  r e g a r d l e s s  o f  f a u l t .  A l l  s t a t e s  t h a t  h a v e  
n o - f a u l t  i n s u r a n c e  l a w s  s t i l l  h a v e  l i a b i l i t y  i n s u r a n c e  
p r o v i s i o n s  b e c a u s e  n o - f a u l t  b e n e f i c i a r i e s  h a v e  t h e  r i g h t  
t o  s u e  n e g l i g e n t  p a r t i e s  when n o - f a u l t  b e n e f i t s  a r e  
i n a d e q u a t e  o r  s e r i c u s  i n j u r y  r e s u l t s .  T h u s ,  d r i v e r s  i n  
s t a t e s  w i t h  n o - f a u l t  l a w s  n e e d  l i a b i l i t y  c o v e r a g e .

9

E x a m p l e s  o f  P r o c e d u r e s  F o l l o w e d  i n  E n f o r c i n g  
__________  C o m p u l s o r y  I n s u r a n c e  Laws ___________

A l l  o f  t h e  s t a t e s  h a v i n g  c o m p u l s o r y  i n s u r a n c e  l aw s  
p r o v i d e  f o r  p e n a l t i e s  a g a i n s t  t h o s e  who f a i l  t o  m a i n t a i n  
t h e  r e q u i r e d  i n s u r a n c e .  The  p r o b l e m  o f  e n f o r c i n g  t h e  
r e q u i r e m e n t s  o f  m a i n t a i n i n g  i n s u r a n c e  c o v e r a g e  i s  on e  
t h a t  p l a g u e s  a d m i n i s t r a t i v e  a g e n c i e s .  Some s t a t e s  h a v e  
e n a c t e d  p r o c e d u r e s  t o  be  f o l l o w e d  by i n s u r a n c e  c o m p a n i e s  
an d  a d m i n i s t r a t i v e  a g e n c i e s  i n  o r d e r  t o  i n s u r e  t h a t  
m o t o r i s t s  m a i n t a i n  i n s u r a n c e  c o v e r a g e  t h r o u g h  t h e  
v e h i c l e  r e g i s t r a t i o n  p e r i o d .  Some e x a m p l e s  o f  t h e s e  
p r o c e d u r e s  a r e  d e s c r i b e d  b e l o w .

S t a t e s  w i t h  c o m p u l s o r y  m o t o r  v e h i c l e  i n s u r a n c e  l aw s  
g e n e r a l l y  r e q u i r e  t h e  i n s u r e r  t o  n o t i f y  t h e  c o m m i s s i o n e r  
o f  m o t o r  v e h i c l e s  t h a t  t h e  i n s u r e d  h a s  c a n c e l l e d  o r  
f a i l e d  t o  r e n ew  t h e  i n s u r a n c e  p o l i c y .  Up on  r e c e i p t  o f  
s u c h  n o t i f i c a t i o n ,  t h e  s t a t e  a c t s  t o  r e v o k e  o r  s u s p e n d  
t h e  o p e r a t i n g  l i c e n s e  o r  t h e  r e g i s t r a t i o n  p l a t e s  u n l e s s  
t h e  owne r  o r  d r i v e r  l i c e n s e e  p r o v i d e s  s a t i s f a c t o r y  
e v i d e n c e  t h a t  a n o t h e r  i n s u r a n c e  p o l i c y  h a s  b e e n  
o b t a i n e d .



Compulsory L i a b i l i t y  I n s u r a n c :  Coverage Requi rements arid P e n a l t i e s ,  1932

State

Required min i u m  

coveraqe* Penalt ies**

California $15,000/$30,000/$ 5,000 up to $100 fine for each offense
Colorado 15,000/ 30,000/ 5,000 class one traffic offense
Connecticut 20,000/ 40,000/ 5,000 misdemeanor
Delaware 10,000/ 70,000/ 5,00C $150 to $1,000 fine
Flor ida 10,000/ 20,000/ 5,000 license and registration suspended

Georgia 10,000/ 20,000/ 5,000 misdemeanor
Hawaii 25,000/ —  / 10,000 $100 to $1,C00 fine
Idaho 10,000/ 20,000/ 5,000 misdemeanor
Indiana 25,000/ 50,000/ 10.000 misdemeanor
(ECf. 1/1/03)

Kanaus 25,000/ 50,000/ 10,000 misdemeanor
Kentucky 10,000/ 20,000/ 5,000 $50 lo $500 fine

I ouisiaria 5,000/ 10,000/ 1,000 up to $500 fine
Mary1nnd 20,000/ 40,000/ 10,000 misdemeanor
Kiisnnchuset t a 10,000/ 20,000/ 1,000 $100 to $500 fine or up to 1 year

imprisonment
Michigan 70,000/ 40,000/ 10,000 misdemeanor
Minnesota 25,000/ 50,000/ 10,000 misdemeanor

Montana 25,000/ 50,000/ 5,000 misdemeanor
Nevada 15,000/ 30,000/ 10,000 not less than $100 nor marc thun $500 fine
New Jersey 15,000/ 30,000/ 5,000 $50 to $200 fine or imprisonment from 

30 days to 3 months for 1st offense
New Mexico 15,000/ 30/000/ 5,000 misdemeanor
(Eff. 1/1/04)

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

15 days imprisonment
North Carolina 25,000/ 50,000/ 10,000 misdemeanor

North Dnkola 25,000/ 50,000/ 10,000 registration revoked
Oklnhumo 10,000/ 70,000/ 10,000 up to $100 fine nnd license suspended
Oregon 15,000/ 30,000/ 5,000 license suspended
Pennsylvania 15,000/ 30,000/ 5,000 misdemeanor
South Carol inn 15,000/ 30,000/ 5,000 misdemeanor

Texas 10,000/ 20,000/ 5,000 misdemeanor
Ut ah 20,000/ 40,000/ 10,000 misdemeanor
West Virginia 20,000/ 40,000/ 10,000 misdemeanor
Wyoming 10,000/ 20,000/ 5,000 misdemeanor

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

••The penalty ia for driving without the required liability insurance.
•••In New York coverages for death of one person is $90,1100 and for death to two or 

more persona is $100,000.
Note: Stales will: no-fault insurance arc shown in boldface type.

Source: Listed in Appendix A.
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I n  G e o r g i a ,  f o r  e x a m p l e ,  t h e  i n s u r a n c e  c om p an y  mus t  
n o t i f y  t h e  p u b l i c  s a f e t y  d e p a r t m e n t  w i t h i n  5 d a y s  a f t e r  
t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n  o f  r e q u i r e d  c o v e r a g e .  
The  s t a t e  s u s p e n d s  t h e  d r i v e r ' s  l i c e n s e  an d  t h e  l i c e n s e  
p l a t e s  f o r  a  p e r i o d  o f  6 0  d a y s  and  u n t i l  p r o p e r  p r o o f  o f  
r e q u i r e d  i n s u r a n c e  h a s  b e e n  f i l e d .

K a n s a s  l aw  s t a t e s  t h a t  no  l i a b i l i t y  p o l i c y  c a n  
b e  t e r m i n a t e d  d u r i n g  t h e  p o l i c y  p e r i o d  e i t h e r  by  
n on paym en t  o f  p r em iu m s  o r  a t  t h e  r e q u e s t  o f  t h e  i n s u r e d  
u n l e s s  t h e  i n s u r e r  n o t i f i e s  t h e  v e h i c l e s  d i v i s i o n  i n  
t h e  r e v e n u e  d e p a r t m e n t ,  w i t h i n  2 0  d a y s  a f t e r  t h e  
t e r m i n a t i o n  f o r  n o n p a y m e n t  o r  w i t h i n  20  d a y s  a f t e r  
r e c e i p t  by  t h e  i n s u r e r  o f  i n s u r e d ' s  c a n c e l l a t i o n  
r e q u e s t .  When t h e  d i v i s i o n  r e c e i v e s  s u c h  n o t i c e  f r o m  
t h e  i n s u r e r ,  t h e  d i v i s i o n  m u s t  n o t i f y  t h e  ow n e r  by  
r e g i s t e r e d  o r  c e r t i f i e d  m a i l  t h a t ,  3 0  d a y s  a f t e r  t h e  
n o t i c e  i s  m a i l e d ,  t h e  r e g i s t r a t i o n  w i l l  be  r e v o k e d  f o r  a 
p e r i o d  o f  6 0  d a y s ,  u n l e s s  w i t h i n  t h o s e  3 0  d a y s  t h e  owner  
d e m o n s t r a t e s  p r o o f  o f  f i n a n c i a l  s e c u r i t y .  Upon  f a i l u r e  
t o  f u r n i s h  s u c h  p r o o f ,  r e g i s t r a t i o n  o f  t h e  v e h i c l e  w i l l  
be  r e v o k e d  and  t h e  d r i v e r ' s  l i c e n s e  s u s p e n d e d .

I n  M a r y l a n d  e a c h  i n s u r e r  i s  r e q u i r e d  t o  i m m e d i a t e l y  
n o t i f y  t h e  t r a n s p o r t a t i o n  d e p a r t m e n t  o f  t h e  t e r m i n a t i o n  
o r  o t h e r  l a p s e  o f  r e q u i r e d  s e c u r i t y .  T h e  d e p a r t m e n t  
i s  r e q u i r e d  t o  make a r e a s o n a b l e  e f f o r t  t o  n o t i f y  t h e  
i n s u r e d  t h a t  t h e  r e g i s t r a t i o n  o f  t h e  v e h i c l e  h a s  b e e n  
a u t o m a t i c a l l y  s u s p e n d e d .  W i t h i n * 4 8  h o u r s  a f t e r  
r e c e i v i n g  t h e  s u s p e n s i o n  n o t i c e  t h e  d r i v e r  m u s t  
s u r r e n d e r  e v i d e n c e  o f  r e g i s t r a t i o n .  I f  t h e  d r i v e r  
r e f u s e s  t o  r e t u r n  t h e  e v i d e n c e  o f  r e g i s t r a t i o n ,  t h e  
d r i v e r ' s  o p e r a t i n g  l i c e n s e  may b e  s u s p e n d e d .

M a s s a c h u s e t t s  l aw  r e q u i r e s  t h e  i n s u r e r  t o  g i v e  
w r i t t e n  n o t i c e  t o  t h e  p u b l i c  s a f e t y  d e p a r t m e n t  o f  t h e  
c a n c e l l a t i o n  o f  t h e  i n s u r a n c e  p o l i c y .  T h e  r e g i s t r a r  
may r e v o k e  t h e  r e g i s t r a t i o n  u n l e s s ,  a t  l e a s t  2 d a y s  
b e f o r e  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n ,  t h e  r e g i s t r a r  
r e c e i v e s  a new c e r t i f i c a t e  o f  i n s u r a n c e  c o v e r i n g  t h e  
m o t o r  v e h i c l e .

New Y o r k  a l s o  r e q u i r e s  t h e  i n s u r e r  t o  n o t L t y  t h e  
c o m m i s s i o n e r  o f  m o t o r  v e h i c l e s  o f  t h e  t e r m i n a t i o n  o f  
an i n s u r a n c e  c o n t r a c t .  T h e  c o m m i s s i o n e r  i s  r e q u i r e d  t o  
r e v o k e  t h e  r e g i s t r a t i o n  o f  t h e  v e h i c l e  u p on  r e c e i p t  o f  
e v i d e n c e  t h a t  t h e  i n s u r a n c e  p o l i c y  i s  n o  l o n g e r  in  
e f f e c t .

N o r t h  C a r o l i n a  l aw  r e q u i r e s  n o t i c e  o f  c a n c e l l a t i o n  
by t h e  i n s u r e r  t o  t h e  t r a n s p o r t a t i o n  d e p a r t m e n t ,  w h e t h e r  
t h e  c a n c e l l a t i o n  i s  by t h e  i n s u r e r  o r  by t h e  i n s u r e d .
The owner  i s  r e q u i r e d  t o  s u r r e n d e r  t h e  c e r t i f i c a t e  o f  
r e g i s t r a t i o n  and  l i c e n s e  p l a t e s  fo> 60  d a y s  u n l e s s



f i n a n c i a l  r e s p o n s i b i l i t y  i s  m a i n t a i n e d  i n  some o t h e r  
manne r  a c c e p t a b l e  t o  t h e  d e p a r t m e n t .

The  r e g i s t r a t i o n  and  p l a t e s  may b e  r e s t o r e d  w i t h i n  
t h e  60 d a y  p e r i o d  i f  f i n a n c i a l  r e s p o n s i b i l i t y  i s  
c e r t i f i e d  t o  t h e  d i v i s i o n .  A $ 6 0  r e s t o r a t i o n  f e e  i s  
c h a r g e d .  D u r i n g  t h e  s u s p e n s i o n  p e r i o d  t h e  c a r  may n o t  
be  r e g i s t e r e d  i n  t h e  name o f  an  im m e d i a t e  f a m i l y  member .  
F a i l u r e  t o  r e p o r t  t h e  t e r m i n a t i o n  o f  an i n s u r a n c e  p o l i c y  
r e s u l t s  i n  a $ 2 0 0  c i v i l  p e n a l t y .

In  S o u t h  C a r o l i n a  t h e  i n s u r e r  m u s t  i m m e d i a t e l y  
n o t i f y  t h e  h i g h w a y  d e p a r t m e n t  o f  t h e  t e r m i n a t i o n  o r  
l a p s e  o f  a n y  i n s u r a n c e  p o l i c y .  Up on  n o t i f i c a t i o n  o f  t h e  
t e r m i n a t i o n  o r  l a p s e  o f  a p o l i c y ,  t h e  c e r t i f i c a t e  o f  
r e g i s t r a t i o n  i s  a u t o m a t i c a l l y  s u s p e n d e d  a n d  r e m a i n s  
s u s p e n d e d  u n t i l  o t h e r  s e c u r i t y  i s  p r o v i d e d .  W i t h i n  
5 d a y s  a f t e r  c a n c e l l a t i o n  o r  e x p i r a t i o n  o f  t h e  p o l i c y ,  
t h e  i n s u r e d  m u s t  o b t a i n _  o t h e r  i n s u r a n c e  o r  s u r r e n d e r  t h e  
l i c e n s e  p l a t e s  and  r e g i s t r a t i o n  c e r t i f i c a t e .

Upon r e c e i v i n g  i n f o r m a t i o n  t h a t  t h e  p o l i c y  h a s  b e en  
t e r m i n a t e d ,  t h e  d e p a r t m e n t  w i l l  s u s p e n d  t h e  r e g i s t r a t i o n  
and p l a t e s  a n d ,  w i t h i n  1 5  d a y s ,  i n i t i a t e  a c t i o n  t o  
r e p o s s e s s  t h e  r e g i s t r a t i o n  c e r t i f i c a t e  a n d  p l a t e s .  I f  
t h e  owner  r e f u s e s  t o  s u r r e n d e r  t h e  r e g i s t r a t i o n ,  t h e  
d e p a r t m e n t  i s  r e q u i r e d  t o  t a k e  p h y s i c a l  p o s s e s s i o n  o f  
t h e  r e g i s t r a t i o n  a n d  p l a t e s  and  h o l d  th em  u n t i l  p r o o f  o f  
i n s u r a n c e  c o v e r a g e  i s  r e c e i v e d .  A r e i n s t a t e m e n t  f e e  o f  
$ 2 5  must  b e  p a i d .  Any p e r s o n  f a i l i n g  t o  r e t u r n  t h e  
r e g i s t r a t i o n  and  p l a t e s  i s  s u b j e c t  t o  a f i n e  o f  $ 1 0 0  o r  
im p r i s o n m e n t  f o r  3 0  d a y s .  S a l e  o f  t h e  v e h i c l e  t o  a 
f  ami iy member  c a r r i e s  a s i m i l a r  p e n a l t y .

A r g ument s  Fo r  C o m p u l s o r y I n s u r a n ce

A d v o c a t e s  o f  c o m p u l s o r y  i n s u r a n c e  p o i n t  o u t  t h a t  
whe re  v o l u n t a r y  a u t o m o b i l e  i n s u r a n c e  c o v e r a g e  i s  h i g h ,  
t h e  a d d i t i o n  o f  a r e l a t i v e l y  s m a l l  n u m b e r ,  a p p r o x i m a t e l y  
20 p e r c e n t ,  t o  t h e  r a n k s  o f  t h e  i n s u r e d s  s h o u l d  n o t  
r a i s e  t h e  r a t e s  o f  t h e  d r i v e r s  who a r e  a l r e a d y  i n s u r e d ,  
The  p r o t e c t i o n  p r o v i d e d  a l l  d r i v e r s  u n d e r  c o m p u l s o r y  
i n s u r a n c e  w o u l d  o u t w e i g h  t h e  f i n a n c i a l  o u t l a y  w h i c h  
wou ld  be  r e q u i r e d  o f  t h o s e  m o t o r i s t s  who h a v e  no  
i n s u r a n c e .

A d m i n i s t r a t i v e  p r o b l e m s  w h i c h  m i g h t  r e s u l t  b e c a u s e  
o f  c o m p u l s o r y  i n s u r a n c e  s h o u l d  n o t  b e  a j u s t i f i c a t i o n  
f o r  n o t  h a v i n g  s u c h  i n s u r a n c e .  A d m i n i s t r a t i v e  p r o b l e m s  
c a n  be  w o r k e d  o u t  o n c e  t h e  p r o g r a m  i s  s t a r t e d .



C o m p u l s o r y  i n s u r a n c e  n eed  n o t  h a v e  a d e t r i m e n t a l  
e f f e c t  on  i n s u r a n c e  c o m p a n i e s .  I f  t h e  m in imum r a t e s  a r e  
s e t  a t  l e v e l s  t h a t  w i l l  a s s u r e  r e a s o n a b l e  o p e r a t i n g  
p r o f i t s ,  t h e  e x i s t i n g  s y s t e m  f o r  m a r k e t i n g  and  s e r v i c i n g  
i n s u r a n c e  c a n  r e m a i n  u n c h a n g e d .

C o m p u l s i o n  i s  an  e l e m e n t  t h a t  i s  i n h e r e n t  i n  a n y  
p l a n  t o  c o m b a t  t h e  f i n a n c i a l l y  i r r e s p o n s i b l e  m o t o r i s t .  
C o m p u l s o r y  i n s u r a n c e  p r o v i d e s  a d i r e c t  a n sw e r  w h i l e  
o t h e r  a p p r o a c h e s  a r e  c o v e r t  m e t h o d s  o f  f o r c i n g  m o t o r i s t s  
t o  h a v e  i n s u r a n c e .  I f  i t  i s  w i s e  t o  e s t a b l i s h  f i n a n c i a l  
r e s p o n s i b i l i t y  a f t e r  an  a c c i d e n t ,  why n o t  b e f o r e ?

O n ly  t h r o u g h  c o m p u l s o r y  i n s u r a n c e  w i l l  t h e r e  b e  any  
s u b s t a n t i a l  e l i m i n a t i o n  o f  t h e  p o s s i b i l i t y  o f  l a c k  o f  
c o m p e n s a t i o n  f o r  w r o n g f u l  i n j u r i e s  i n  a u t o m o b i l e  
a c c i d e n t s .

C o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  o f  g e n e r a l  
a p p l i c a t i o n  i s  m e r e l y  an e x t e n s i o n  o f  e a r l i e r  l a w s  
r e q u i r i n g  a s h o w in g  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  s u c h  
c l a s s e s  a s  y o un g  m o t o r i s t s ,  t h e  o w n e r s  and  o p e r a t o r s  o f  
b u s e s ,  t a x i c a b s ,  c a r  r e n t a l  s e r v i c e s ,  and  t h e  l i k e .

A G a l l u p  P o l l  t a k e n  on  t h e  q u e s t i o n  o f  c o m p u l s o r y  
a u t o m o b i l e  i n s u r a n c e  i n  1 9 6 5  i n d i c a t e d  t h a t  a m a j o r i t y  
o f  t h e  n a t i o n ' s  a d u l t s  f a v o r e d  i t .  T h e  n a t i o n w i d e  
f i n d i n g s  w e r e  a s  f o l l o w s :  53  p e r c e n t  f a v o r e d  c o m p u l s o r y
i n s u r a n c e ;  4 2 p e r c e n t  o p p o s e d  i t ' ;  a n d  5 p e r c e n t  h a d  no  
o p i n i o n . 3

A m o r e  r e c e n t  p o l l  c o n d u c t e d  by  L o u i s  H a r r i s  and  
/ a s s o c i a t e s  and t h e  D e p a r t m e n t  o f  I n s u r a n c e ,  t h e  W h a r t o n  
S c h o o l ,  U n i v e r s i t y  o f  P e n n s y l v a n i a  i n  1 9 7 4  i n d i c a t e s  
t h a t  an e v e n  l a r g e r  m a j o r i t y  c f  p e o p l e  f a v o r e d  
c o m p u l s o r y  i n s u r a n c e  l a w s . ’ T h e  f i n d i n g s  w e r e  a s  
f o l l o w s :
9 1  p e r c e n t  f a v o r e d  c o m p u l s o r y  i n s u r a n c e ;  7 p e r c e n t  
o p p o s e d  i t ;  an d  2 p e r c e n t  w e r e  n o t  s u r e . 4 F o r  a m o r e  
c o m p l e t e  p i c t u r e  o f  t h e  r e s u l t s  o f  t h i s  p o l l ,  s e e  
A p p e n d i x  B .

A r g u m e n t s  A g a i n s t  Compu l s o r y  I n s u r a n c e

One b a s i c  o b j e c t i o n  t o  c o m p u ] s o r y  a u t o m o b i l e  
i n s u r a n c e  a d v a n c e d  by  i t s  o p p o n e n t s  i s  t h e  c l a i m  t h a t  i t  
i n v o l v e s  an u n d e s i r a b l e  d e g r e e  o f  r e g i m e n t a t i o n  and  a 
d a n g e r  o f  i n c r e a s i n g  p r e s s u r e  on  g o v e r n m e n t  t o  f u r t h e r  
r e g u l a t e  o r  e v e n  s u p p l a n t  p r i v a t e  i n s u r a n c e .  T h o s e  who 
r e s i s t  c o m p u l s o r y  i n s u r a n c e  p r o p o s a l s  m a i n t a i n  t h a t  
p o l i t i c a l  p r e s s u r e  t o  k e e p  p r em ium  r a t e s  l ow  w i l l  
c o m b i n e  w i t h  a r i s i n g  c u r v e  o f  l o s s e s  and  j u r y  v e r d i c t s  
a t t r i b u t a b l e  t o  t h e  c o m p u l s o r y  l a w s  t o  d r i v e  t h e  p r i v a t e
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c a r r i e r s  o u t  o f  t h e  a u t o m o b i l e  l i a b i l i t y  f i e l d ,  a nd  t o  
i n s t a l l  s t a t e  i n s u r a n c e  f u n d s  i n  t h e i r  p l a c e , ,

O p p o n e n t s  o f  c o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  c l a i m  
t h a t  t h e  p a s s a g e  o f  c o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  l aw s  
i n c r e a s e s  t h e  c o s t s  o f  i n s u r a n c e  f o r  c o n s u m e r s .  
S t a t i s t i c a l l y ,  i t  i s  v e r y  d i f f i c u l t  t o  l i n k  c o m p u l s o r y  
i n s u r a n c e ,  o n l y  o n e  o f  many f a c t o r s  c o n t r i b u t i n g  t o  t h e  
c o s t  o f  i n s u r a n c e ,  t o  i n c r e a s e d  p r em ium  c o s t s . 5 
C om pa r in g  t h e  i n c r e a s e  o f  i n s u r a n c e  p r e m i u m s  b e f o r e  and  
a f t e r  p a s s a g e  o f  a c o m p u l s o r y  i n s u r a n c e  l a w  i s  n o t  a 
r e l i a b l e  i n d i c a t i o n  o f  t h e  e f f e c t s  o f  c o m p u l s o r y  
i n s u r a n c e  o n  i n s u r a n c e  r a t e s ,  m a i n l y  b e c a u s e  i n f l a t i o n  
r a t e s ,  a  p r i n c i p a l  f a c t o r  i n  i n s u r a n c e  r a t e s ,  d i f f e r  
f r om  y e a r  t o  y e a r .  T h u s ,  a m a j o r  i n c r e a s e  a f t e r  t h e  
p a s s a g e  o f  a  c o m p u l s o r y  i n s u r a n c e  l a w  may b e  l i n k e d  t o  a 
m a j o r  i n c r e a s e  i n  t h e  i n f l a t i o n  r a t e .

The  N a t i o n a l  A s s o c i a t i o n  o f  I n d e p e n d e n t  I n s u r e r s  
r e c e n t l y  c o n d u c t e d  a s t a t i s t i c a l  c o m p a r i s o n  o f  i n s u r a n c e  
r a t e  i n c r e a s e s .  T h e  A s s o c i a t i o n  r e p o r t e d  o n  t h e  
i n s u r a n c e  r a t e  i n c r e a s e s  i n  s i x  s t a t e s  t h a t  h a v e  e n a c t e d  
c o m p u l s o r y  i n s u r a n c e  l a w s  ( C a l i f o r n i a ,  L o u i s i a n a ,  
M a r y l a n d ,  O k l a h o m a ,  O r e g o n ,  S o u t h  C a r o l i n a )  and  c o m p a r e d  
t h e  r a t e  i n c r e a s e s  i n  e a c h  c o m p u l s o r y  s t a t e  t o  i n c r e a s e s  
i n  t h r e e  s i m i l a r  s t a t e s  w i t h o u t  c o m p u l s o r y  i n s u r a n c e .
F o r  e x a m p l e ,  t h e  a s s o c i a t i o n  c o m p a r e d  i n s u r a n c e  r a t e  
i n c r e a s e s  i n  C a l i f o r n i a ,  o n e  o f  t h e  c o m p u l s o r y  s t a t e s ,  
t o  i n c r e a s e s  i n  I l l i n o i s ,  O h i o ,  a n d  T e x a s ,  t h r e e  s t a t e s  
s i m i l a r  t o  C a l i f o r n i a  i n  ( 1 )  d e m o g r a p h i c  c h a r a c t e r i s ­
t i c s ,  ( 2 )  t h e  am oun t  o f  i n s u r e d  v e h i c l e s ,  a n d  
( 3 )  g e o g r a p h i c  c h a r a c t e r i s t i c s .  T h e  s t u d y  r e v e a l e d  t h a t  
a l l  s i x  c o m p u l s o r y  i n s u r a n c e  l a w  s t a t e s  h a d  h i g h e r  
i n s u r a n c e  r a t e  i n c r e a s e s  t h a n  t h e  i n c r e a s e s  i n  t h e  t h r e e  
c o m p a r a b l e  s t a t e s  w i t h o u t  c o m p u l s o r y  i n s u r a n c e  f o r  t h e  
same t im e  p e r i o d .  Even  t h o u g h  t h e  s t a t i s t i c a l  e v i d e n c e  
seems o v e r w h e l m i n g ,  t h e  a s s o c i a t i o n  w a r n s  t h a t  t h e i r  
a p p r o a c h  may b e  s u b j e c t e d  t o  c r i t i c i s m  b e c a u s e  o f  
p o s s i b l e  " f l a w s "  in  t h e  a p p r o a c h  t h a t  t h e  a s s o c i a t i o n  
u s e d .

A n o t h e r  f u n d a m e n t a l  a r g u m e n t  o f  o p p o n e n t s  i s  t h a t  
even  among t h o s e  who a r e  u n w i l l i n g  o r  u n a b l e  t o  buy  
i n s u r a n c e  t h e  c a r e l e s s  d r i v e r  i s  d e c i d e d l y  i n  t h e  
m i n o r i t y ,  a n d  t h a t  c o m p u l s o r y  l a w s  w o u l d  f o r c e  t h e  many 
who a r e  c a r e f u l  t o  b uy  i n s u r a n c e  b e c a u s e  o f  t h e  f ew  who 
a r e  c a r e l e s s .

A n o t h e r  a r g u m e n t  a g a i n s t  c o m p u l s o r y  l a w s  i s  t h a t  
m o t o r i s t s  who a r e  c o e r c e d  i n t o  p u r c h a s i n g  i n s u r a n c e  
w i l l ,  o u t  o f  r e s e n t m e n t  o r  p e r h a p s  a f a l s e  s e n s e  o f  
s e c u r i t y  i n d u c e d  by t h e  c o m p u l s o r y  l a w ,  r e s t r i c t  t h e i r  
b u y in g  o f  c o v e r a g e s  t o  t h e  m in imums  s p e c i f i e d  i n  t h e  
l a w ,  and w i l l  n o t  b o t h e r  t o  p r .  v i d e  t h e m s e l v e s  w i t h  s u c h
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" e x t r a s "  a s  m e d i c a l  c o v e r a g e  a n d  h i g h  p e r s o n a l  i n j u r y  
and  p r o p e r t y  d am ag e  l i m i t s .

I n  a d d i t i o n ,  t h e  r e q u i r e d  p r o t e c t i o n  a g a i n s t  
u n i n s u r e d  m o t o r i s t s  now p r o v i d e d  by  i n s u r a n c e  c a r r i e r s  
h a s  o b v i a t e d  much o f  t h e  a l l e g e d  n e c e s s i t y  f o r  
c o m p u l s o r y  l i a b i l i t y  a u t o m o b i l e  i n s u r a n c e . 6

N o t e s
1 .  A c c o r d i n g  t o  R o b e r t  G o s s r o w ,  c a s u a l t y  a c t u a r y ,  

I l l i n o i s  D e p a r t m e n t  o f ^ I n s u r a n c e , p h o n e  c o n v e r s a t i o n  o f  
May 5 ,  1 9 8 2 .

2 .  1 1 1 .  R e v .  S t a t .  1 9 8 1 ,  c h .  9 5  1 / 2 ,  s e c .
7 - 2 0 3  f f .

3 .  C h i c a g o  S u n - T i m e s , S e p t e m b e r  1 0 ,  1 9 6 6 .
4 .  L o u i s  H a r r i s  and  A s s o c i a t e s  and  t h e  D e p a r tm e n t  

o f  I n s u r a n c e ,  t h e  V7har ton  S c h o o l ,  U n i v e r s i t y  o f  
P e n n s y l v a n i a ,  S e n t r y  I n s u r a n c e  N a t i o n a l  O p i n i o n  S t u d y :  A 
P r o f i l e  o f  C o n s u m e r  A t t i t u d e s  T o w a r d  A u t o  and  
H o m e o w n e r ' s  I n s u r a n c e ,  p .  4 6  ( J a n .  1 9 7 4 ) .

5 .  N a t i o n a l  A s s o c i a t i o n  o f  I n d e p e n d e n t  I n s u r e r s ,  
C o m p u l s o r y  A u t o m o b i l e  L i a b i l i t y  I n s u r a n c e  ( U n d a t e d ) .

6 .  I l l i n o i s  l aw  r e q u i r e s  t h a t  a l l  l i a b i l i t y  
i n s u r a n c e  p o l i c i e s  m u s t  i n c l u d e  u n i n s u r e d  m o t o r i s t  
c o v e r a g e .  ( 1 1 1 .  R e v .  S t a t .  1 9 8 . 1 ,  c h .  7 3 ,  s e c .  7 5 5 a . )

S o u r c e

C om m erc e  C l e a r i n g  H o u s e ,  A u t o m o b i l e  I n s u r a n c e  Law 
R e p o r t e r  ( l o o s e l e a f  t o  d a t e ) ;  I l l i n o i s  L e g i s l a t i v e  
C o u n c i l  F i l e  9 - 0 0 2 ,  " C o m p u l s o r y  M o t o r  V e h i c l e  I n s u r a n c e "  
( 1 9 7 9 ) ;  I l l i n o i s  L e g i s l a t i v e  C o u n c i l  F i l e  9 - 1 9 4 ,  
" C o m p u l s o r y  M o t o r  V e h i c l e  i n s u r a n c e "  ( 1 9 8 1 ) .



A p p e n d i x  A

C i t a t i o n s  t o  C o m p u l s o r y  M o t o r  V e h i c l e  I n s u r a n c e  
P r o v i s i o n s  i n  3 1  S t a t e s

C a l i f .  V e h i c l e  C o d e ,  s e c s .  1 6 0 2 0  f f .
C o l o .  R e v .  S t a t . , s e c s .  1 0 - 4 - 7 0 1  f f .
C o n n .  G en .  S t a t .  A n n . , s e c s .  3 8 - 3 1 9  f f .
D e l .  C o d e ,  t i t .  2 1 ,  s e c .  2 1 1 8 .
F l a .  S t a t .  A n n . ,  s e c s .  6 2 7 . 7 3 0  f f .
G a .  C ode  A n n . ,  s e c s .  5 6 - 3 4 0 1 b  f f ;  s e c .  5 6 - 9 9 1 5 . 2 .
H a w a i i  R e v .  S t a t . ,  s e c s .  2 9 4 - 1  f f .
I d a h o  C o d e ,  s e c s .  4 9 - 2 3 2  f f .  a n d  4 9 - 2 3 4  f f .
I n d .  C o d e  A n n . ,  s e c s .  9 - 1 - 4 - 3 . 5  f f .
K a n s .  S t a t .  A n n . , s e c s .  4 0 - 3 1 0 1  f f .
K y . R e v .  S t a t .  A n n . ,  s e c s .  3 0 4 .  3 9 - 0 1 0  f f .
L a .  R e v .  S t a t .  A n n . ,  s e c s .  3 2 : 8 6 1  f f .
M d . T r a n s p .  C o d e  A n n . ,  s e c s .  1 7 - 1 0 1  f f .
M a s s .  G en .  Laws A n n . ,  c h .  9 0 ,  s e c s .  3 4 A - 3 4 J ;  c h .  1 7 5 ,  

s e c s .  1 1 3 A - 1 1 3 H .
M i c h .  Comp. Laws  A n n . ,  s e c s .  5 0 0 . 3 1 0 1  f f .
M in n .  S t a t .  A n n . ,  s e c s .  6 5 B . 4 1  f f .
M o n t .  R e v .  C o d e  Ann .  , s e c s .  6 1 - 6 - 1 0 1  f f .
N e v .  R ev .  S t a t . ,  s e c .  4 8 5 . 1 8 5 .
N . J .  S t a t .  A n n . ,  s e c .  3 9 : 6 B - 1 .
N .  H ex .  S t a t .  A n n . ,  s e c s .  6 6 - 5 - 2 4 9  f f .
N . Y .  V e h i c .  a nd  T r a f f i c  Law , s e c s .  3 1 0  f f .
N . C .  G en .  S t a t . ,  s e c s .  2 0 - 3 0 9  f f .  a nd  2 0 - 2 7 9 . 1  f f .
N .  D ak .  C e n t .  C o d e ,  s e c s .  2 6 - 4 1 - 0 1  f f .
O k l a .  S t a t .  A n n . ,  t i t .  4 7 ,  s e c s .  7 - 1 0 1  f f .
O r e g .  R e v .  S t a t . ,  c h .  4 8 6 .
P a .  C o n s .  S t a t .  A n n . ,  t i t .  4 0 ,  s e c s .  1 0 0 9 . 1 0 1  f f .
S . C .  C o n s .  S t a t .  A n n . ,  s e c s .  5 6 - 1 1 - 1 0  f f .  and  5 6 - 1 1 - 7 4 0 .  
T e x .  T r a f f i c  R e g .  C o d e ,  t i t .  1 . 1 6 ,  s e c .  6 7 0 1 h .
U t a h  C od e  A n n . ,  s e c s .  3 1 - 4 1 - 1  f f .
W. V a .  C o d e ,  s e c s .  1 7 D - 2 A - 1  f f .



A p p e n d i x  B

B r e a k d ow n  o f  t h e  R e s u l t s  o f  a 1 9 7 4  L o u i s  H a r r i s  P o l l  
C o n c e r n i n g  C o m p u l s o r y  M o t o r  V e h i c l e  I n s u r a n c e

- Q u e s t i o n :  S h o u l d  a l l  d r i v e r s  be  r e q u i r e d
by  t h e  G o v e r n m e n t  t o  c a r r y  a u t o  

. i n s u r a n c e ?
S h o u l d  be  S h o u l d  n o t  N o t
r e q u i r e d  be  r e q u i r e d  s u r e

T o t a l 91% 2 1 2_%
Have  a u t o m o b i l e  i n s u r a n c e  
Own a u t o m o b i l e  b u t  h a s  no

94 5 1
i n s u r a n c e 62 3 1 7

U n d e r  $ 5 , 0 0 0 86 10 4
$ 5 , 0 0 0  t o  $ 9 , 9 9 9 89 8 3
$ 1 0 , 0 0 0  t o  $ 1 4 , 9 9 9 94 6 *
$ 1 5 , 0 0 0  a n d  o v e r 93 6 1
Age 1 8  t o  29 05 13 2
Age 3 0  t o  4 9 93 5 2
7\ge 5 0  a n d  o v e r 9 2 5 3
M a r r i e d 92 6 2
N o t  m a r r i e d 87 10 3

S o u r c e :  S e n t r y  I n s u r a n c e  N a t i o n a l  O p i n i o n  S t u d y :  A
P r o f i l e  o f  C o n s um e r  A t t i t u d e s  T ow a rd  A u t o  and  
H o m e o w n e r ' s  I n s u r a n c e  c o n d u c t e d  by L o u i s  H a r r i s  
and  A s s o c i a t e s  and  t h e  D e p a r tm e n t  o f  I n s u r a n c e ,  
t h e  W h a r t o n  S c h o o l ,  U n i v e r s i t y  o f  P e n n s y l v a n i a ,  
p .  4 6  ( J a n .  . 1 9 7 4 ) .
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Summary

C o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  l aw s  r e q u i r e  a l l  
owne r s  o f  m o t o r  v e h i c l e s  t o  p r o v e  and m a i n t a i n  l i a b i l i t y  
i n s u r a n c e  a s  a c o n d i t i o n  f o r  r e g i s t e r i n g  t h e i r  v e h i c l e s .  
Su ch  i n s u r a n c e  h a s  b e e n  u r g e d  a s  a s o l u t i o n  t o  t h e  
p r o b l e m  o f  t h e  f i n a n c i a l l y  im p r o v i d e n t  m o t o r i s t .

O v e r  2 0  b i l l s  p r o v i d i n g  f o r  c o m p u l s o r y  a u t o m o b i l e  
l i a b i l i t y  i n s u r a n c e  c o v e r a g e  h a v e  been  i n t r o d u c e d  i n  t h e  
I l l i n o i s  G e n e r a l  A s s em b ly  s i n c e  1 9 7 1 ,  b u t  n one  h a v e  b e en  
a d o p t e d .

T w e n t y - s i x  s t a t e s  h a v e  e n a c t e d  c o m p u l s o r y  a u t o ­
m o b i l e  i n s u r a n c e  l a w s .  " N o - f a u l t "  a u t o m o b i l e  i n s u r a n c e  
a l s o  h a s  b e en  e s t a b l i s h e d  i n  19 o f  t h o s e  s t a t e s .

One o f  t h e  m a j o r  p r o b l e m s  w i t h  c o m p u l s o r y  a u t o  
i n s u r a n c e  i s  t h a t  o f  e n f o r c i n g  t h e  law  r e q u i r i n g  
m o t o r i s t s  t o  m a i n t a i n  i n s u r a n c e  c o v e r a g e  t h r o u g h o u t  t h e  
a u t o  r e g i s t r a t i o n  p e r i o d .  Some s t a t e s  h a v e  a d o p t e d  
p r o c e d u r e s  t o  c o n f i s c a t e  d r i v e r s '  l i c e n s e s  and a u t o  
p l a t e s  o f  t h o s e  f a i l i n g  t o  m a i n t a i n  i n s u r a n c e  in  
a d d i t i o n  t o  o t h e r  p e n a l t i e s .

P r o p o n e n t s  b e l i e v e  t h a t  o n l y  t h r o u g h  c o m p u l s o r y  
i n s u r a n c e  w i l l  t h e r e  b e  any c o m p e n s a t i o n  a v a i l a b l e  f o r  
w r o n g f u l  i n j u r i e s  o r  p r o p e r t y  damage  in  a u t o m o b i l e  
a c c i d e n t s .  O p p o n e n t s  a r g u e  t h a t  c o m p u l s o r y  a u t o  
i n s u r a n c e  l aw s  l e a d  t o  a h i g h  d e g r e e  o f  r e g i m e n t a t i o n  
and  a d a n g e r  o f  s o c i a l i z i n g  t h e  i n s u r a n c e  b u s i n e s s .

P a u l  W. R e e d e r
S e n i o r  R e s e a r c h  A s s o c i a t e
PW R :m £ /c l c



C o m p u l s o r y  I n s u r a n c e  L e g i s l a t i o n

T h e  c o m p u l s o r y  a u t o m o b i l e  l i a b i l i t y  i n s u r a n c e  
a p p r o a c h  h a s  a s  i t s  e s s e n c e  a r e q u i r e m e n t  t h a t  e v e r y  
o r d i n a r y  a p p l i c a t i o n  f o r  t h e  r e g i s t r a t i o n  o f  a m o t o r  
v e h i c l e  b e  a c c o m p a n i e d  by  a s h ow in g  t h a t  t h e  v e h i c l e  i s  
c o v e r e d  by an a u t o m o b i l e  l i a b i l i t y  p o l i c y  o r  o t h e r  f o rm  
o f  p r o t e c t i o n  a g a i n s t  t h e  l e g a l  l i a b i l i t y  t h a t  may a r i s e  
i n  c o n n e c t i o n  w i t h  i t s  o p e r a t i o n ,  and t o  make t h e  g r a n t ­
i n g  o f  t h e  l i c e n s e  a p p l i c a t i o n  d e p e n d  u p o n ’ s u c h  s h o w i n g .  
N o t i c e  t h a t  t h e  c o v e r a g e  h a s  b e e n  c a n c e l l e d  r e s u l t s  in  a 
r e v o c a t i o n  o f  t h e  r e g i s t r a t i o n ,  and  o p e r a t i o n  o f  a n o n ­
c o v e r e d  a u t o m o b i l e  l e a d s  t o  d r i v e r ' s  l i c e n s e  ' s u s p e n s i o n  
o r  r e v o c a t i o n ,  and  u s u a l l y . ,  t o  c r i m i n a l  p e n a l f ' e s .

The  i n s u r a n c e  i n d u s t r y  e s t i m a t e s  t h a t  a p p r o x i m a t e l y  
8 3  p e r c e n t  o f  a l l  m o t o r i s t s  i n  t h e  U . S .  a r e  i n s u r e d ,  b u t  
t h a t  l a r g e  numbers  o f  d r i v e r s  c o n t i n u e  t o  o p e r a t e  
v e h i c l e s  w i t h o u t  l i a b i l i t y  i n s u r a n c e .

I l l i n o i s  P r o p o s a l s  f o r  C o m p u l s o r y  I n s u r a n c e

I l l i n o i s  h a s  h a d  a f i n a n c i a l  r e s p o n s i b i l i t y  l aw  
s i n c e  1 9 3 8 .  I t  r e q u i r e s  p e r s o n s  who h a v e  f a i l e d  t o  
s a t i s f y  j u d g m en t  f o r  any l i a b i l i t y  f r om  a p r e v i o u s  
a u t o m o b i l e  a c c i d e n t  t o  f u r n i s h  " p r o o f  o f  f i n a n c i a l  
r e s p o n s i b i l i t y  f o r  t h e  f u t u r e "  i n  am oun t s  o f  $ 1 5 , 0 0 0  f o r  
i n j u r y  o r  d e a t h  t o  one  p e r s o n ;  $ 3 0 , 0 0 0  f o r  i n j u r y  o r  
d e a t h  t o  two  o r  more  p e r s o n s ;  and  $ 1 0 , 0 0 0  f o r  p r o p e r t y  
d am ag e .  T h i s  h a s  b e en  c r i t i c i z e d  b e c a u s e  i t  d o e s  
n o t h i n g  t o  p : j t e c t  a g a i n s t  t h e  f i r s t  a c c i d e n t . 1

S i n c e  1 9 7 1  t h e  I l l i n o i s  G e n e r a l  A s s em b ly  h a s  
c o n s i d e r e d  o v e r  20 b i l l s  w h i c h ,  e i t h e r  on a b r o a d  o r  
l i m i t e d  b a s i s ,  w ou ld  r e q u i r e  c o m p u l s o r y  a u t o m o b i l e  
i n s u r a n c e . .  None o f  t h e s e  m e a s u r e s ,  o f  w h i c h  t h e  main  
p r o v i s i o n s  a r e  shown i n  T a b l e  1 ,  b e came  l a w .

L e g i s l a t i o n  i n  O t h e r  S t a t e s

T w e n t y - s i x  s t a t e s  h a v e  e n a c t e d  c o m p u l s o r y  a u t o ­
m o b i l e  i n s u r a n c e  l a w s .  ( " N o - f a u l t "  a u t u i u u L i i c  i n s u r a n c e  
a l s o  h a s  b e en  e s t a b l i s h e d  i n  19  o f  t h o s e  s p a t e s . ) 
G e n e r a l l y ,  m o t o r  v e h i c l e s  w i l l  n o t  be  r e g i s t e r e d  i n  t h e  
s t a t e  u n l e s s  t h e  a p p l i c a t i o n  f o r  r e g i s t r a t i o n  i s  
a c c o m p a n i e d  by p r o o f  o f  a b i l i t y  t o  r e s p o n d  i n  d am ag es  up 
t o  l i m i t s  o f ,  f o r  e x a m p l e ,  $ 2 0 , 0 0 0  ( b o d i l y  damage  o r  
d e a t h  t o  one  p e r s o n ) ,  $ 4 0 , 0 0 0  ( f o r  b o d i l y  i n j u r y  o r  
d e a t h  t o  two o r  more  p e r s o n s ) ,  and  $ 5 , 0 0 0  ( c o v e r a g e  f o r  
p r o p e r t y  d a m a g e ) .



Illinois Legislation for Compulsory Automobile Insurance, 1971-1980

Year
bill

and 
n o .

Required minimum 
charge* Penalty**

1972 H.B,. 4344 $10,000/$100,000/S5,000 maximum $1,000 fine or I year 
imprisonment

1973 H.B .
d H.B

243 
. 817

20,000/ 40,000/ 5,000 not specified

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

1974 H.B . 2414 not specified not specified

1975 H.B. 
and S.B

3062a/ 
. 1500

10,000/ 20,000/ 5,000 Class C misdemeaner; license 
and registration may be 
revoked

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

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

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

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

1977 S.B . 409 not specified not specified

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

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

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

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

1979 H.B. 
and S.B

2443 
. 117

not specified 
not specified

not specified 
not specified

1979 S.B . 51 10,000/ 20,000/ 5,000 not specified

1979 S.B . 127 10,00/ 20,000/ 5,000 Class A misdemeanor

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

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

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

Source: Examination of bills by Legislative Council staff.



Table 11

Compulsory Liability Insurance Coverage Requirements and Penalties , 1980

State
Required minimum 

coverage* Penalties**

California $15,000/$30.000/$ 5,000 up to $100 fine for each offense
Colorado 15,000/ 30,000/ 5,000 misdemeanor
Connecticut 20 ,000/ 40,000/ 5,000 misdemeanor
Delaware 10,000/ 20,000/ 5,000 $150 to $1,000 fine
Florida 10,000/ 20,000/ 5., 000 license suspended

Georgia 10,000/ 20,000/ 5,000 misdemeanor
Hawaii 25,000/ ---/ 10,000 $100 to $1,000 fine
Idaho 10,000/ 20,000/ 5,000 misdemeanor
Kansas 15,000/ 30,000/ 5,000 misdemeanor
Kentucky 10,000/ 20,000/ 5,000 $50 to $500 fine , .

Louisiana 5,000/ 10,000/ 1,000 misdemeanor, suspension of license
Mar>land 20,000/ 40,000/ 5,000 up to $100 fine
Massachusetts 10,000/ 20,000/ 1,000 $100 to $500 fine or up to 1 year 

imprisonment
Michigan 20,000/ 40,000/ 10,000 misdemeanor
Minnesota 25,000/ 50,000/ 10,000 misdemeanor

Montana 25,000/ 5,000/ 5,000 misdemeanor
Nevada 15.000/ 30,000/ 5,000 unlawful operation of motor vehicle
New Jersey 15,000/ 30,000/ 5,000 $50 to $200 fine or imprisonment from 

30 days to 3 montlis
New York 10,000/ 20,000/ 5,000 misdemeanor
North Carolina 25,000/ 50,000/ 10,000 misdemeanor

North Dakota 25,000/ 50,000/ 10,000 registration revoked
Oklahoma 5,000/ 10,000/ 5,000 up to $100 fine nnd license suspended
Oregon 15,000/ 30,000/ 5,000 license suspended
Pennsylvania 15 ,000/ 

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

South Carolina 30,000/ 5,000 misdemeanor
Utah 15,000/ 30,000/ 5,000 misdemeanor

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

**The penalty is for driving without the required liability insurance.

Note: States with no-fault insurance are shown in bold face type.’

Source: Commerce Clearing House, Automobile Insurance Law Reporter (looseleaf
to dace).



E x am p l e s  o f  P r o c e d u r e s  F o l l o w e d  In  E n f o r c i n g  
______________ C o m p u l s o r y  I n s u r a n c e  L a v s _________________

A l l  o f  t h e  s t a t e s  h a v i n g  c o m p u l s o r y  i n s u r a n c e  lav/ 
p r o v i d e  f o r  p e n a l t i e s  a g a i n s t  t h o s e  who f a i l  t o  m a i n t a i n  
t h e  r e q u i r e d  i n s u r a n c e .  The  p r o b l e m  o f  e n f o r c i n g  t h e  
r e q u i r e m e n t s  o f  m a i n t a i n i n g  i n s u r a n c e  c o v e r a g e  i s  one  
t h a t  p l a g u e s  a d m i n i s t r a t i v e  a g e n c i e s .  Some s t a t e s  h a v e  
e n a c t e d  s t a t u t o r y  p r o c e d u r e s  t o  be f o l l o w e d  by  i n s u r a n c e  
c o m p a n i e s  and  a d m i n i n s t r a t i v e  a g e n c i e s  i n  o r d e r  t o  
i n s u r e  t h a t  m o t o r i s t s  m a i n t a i n  i n s u r a n c e  c o v e r a g e  
t h r o u g h  t h e  v e h i c l e  r e g i s t r a t i o n  p e r i o d .  Some e x a m p l e s  
o f  t h e s e  p r o c e d u r e s  a r e  d e s c r i b e d  b e l o w .

•
S t a t e s  w i t h  c o m p u l s o r y  m o t o r  v e h i c l e  i n s u r a n c e  l aw s  

g e n e r a l l y  r e q u i r e  t h e  i n s u r e r  t o  n o t i f y  t h e  c o m m i s s i o n e r  
o f  m o t o r  v e h i c l e s  t h a t  t h e  i n s u r e d  h a s  c a n c e l l e d  o r  
f a i l e d  t o  r enew  t h e  i n s u r a n c e  p o l i c y .  Upon r e c e i p t  o f  
s u c h  n o t i f i c a t i o n ,  t h e  s t a t e  a c t s  t o  r e v o k e  o r  s u s p e n d  
t h e  o p e r a t i n g  l i c e n s e  o r  t h e  r e g i s t r a t i o n -  p l a t e s  u n l e s s  
t h e  owner  o r  d r i v e r  l i c e n s e e  p r o v i d e s  s a t i s f a c t o r y  
e v i d e n c e  t h a t  a n o t h e r  i n s u r a n c e  p o l i c y  h a s  b e en  
o b t a i n e d .

In  G e o r g i a ,  f o r  e x a m p l e ,  t h e  i n s u r a n c e  company mus t  
n o t i f y  t h e  D e p a r tm e n t  o f  P u b l i c  S a f e t y  w i t h i n  5 d a y s  
a f t e r  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n  o f  r e q u i r e d  
c o v e r a g e .  The  s t a t e  s u s p e n d s  t h e  d r i v e r ' s  l i c e n s e  and  
t h e  l i c e n s e  t a g s  f o r  a p e r i o d  o f  6 0  d a y s  and u n t i l  
p r o p e r  p r o o f  o f  r e q u i r e d  i n s u r a n c e  h a s  b e en  f i l e d .

K a n s a s  law  s t a t e s  t h a t  no l i a b i l i t y  p o l i c y  c an  be 
t e r m i n a t e d  d u r i n g  t h e  p o l i c y  p e r i o d  by t h e  i n s u r e d  by  
e i t h e r  n onpaym en t  o f  p r em ium s  o r  a t  t h e  r e q u e s t  o f  t h e  
i n s u r e d  u n l e s s  t h e  i n s u r e r  n o t i f i e s  t h e  D i v i s i o n  o f  
V e h i c l e s ,  D e p a r tm e n t  o f  R e v en u e ,  w i t h i n  20 d a y s  a f t e r  
t h e  t e r m i n a t i o n  d a t e .  When t h e  d i r e c t o r  o f  v e h i c l e s  
r e c e i v e s  s u c h  n o t i c e  f rom  t h e  i n s u r e r ,  he m u s t  n o t i f y  
t h e  owner  by r e g i s t e r e d  o r  c e r t i f i e d  m a i l  t h a t ,  a t  t n e  
end o f  15 d a y s  a f t e r  t h e  n o t i c e  i s  m a i l e d ,  t h e  
r e g i s t r a t i o n  w i l l  be r e v o k e d  f o r  a p e r i o d  o f  6 0  d a y s  
u n l e s s ,  w i t h i n  t h o s e  15 d a y s ,  t h e  owne r  d e m o n s t r a t e s  
p r o o f  o f  f i n a n c i a l  s e c u r i t y .  Upon f a i l u r e  t o  f u r n i s h  
s u c h  p r o o f ,  r e g i s t r a t i o n  o f  t h e  v e h i c l e  w i l l  be  r e v o k e d  
and  t h e  d r i v e r ' s  l i c e n s e  s u s p e n d e d .

In M a r y l a n d ,  e a c h  i n s u r e r  is r e q u i r e d  t o . i m m e­
d i a t e l y  n o t i f y  t h e  M o t o r  V e h i c l e  A d m i n i s t r a t i o n ,  
D e p a r t m e n t  of T r a n s p o r t a t i o n  of the t e r m i n a t i o n  or o t h e r  
l a p s e  o f  r e q u i r e d  s e c u r i t y  a n d  the A d m i n i s t r a t i o n  is 
r e q u i r e d  to m a k e  a r e a s o n a b l e  e f f o r t  to n o t i f y  the

■
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i n s u r e d  t h a t  t h e  r e g i s t r a t i o n  
a u t o m a t i c a l l y  s u s p e n d e d .  The  owner  h a s  4 8  h o u r s  o f  t h e
s u s p e n s i o n  n o t i c e  t o  s u r r e n d e r -  e v i d e n c e  o f  r e g i s t r a t i o n ,
and h i s  d r i v e r  s l i c e n s e  w i l l  be  s u s p e n d e d  up t o  1 y e a r .

M a s s a c h u s e t t s  law  r e q u i r e s  t h e  i n s u r e r  o r  t h e  
i n s u r e d  t o  g i v e  20  d a y s '  w r i t t e n  n o t i c e  t o  t h e  r e g i s t r a r  
o f  t h e  m o t o r  v e h i c l e s ,  i n  t h e  O f f i c e  c f  P u b l i c  S a f e t y ,  
o f  t h e  c a n c e l l a t i o n  o f  t h e  i n s u r a n c e  p o l i c y .  The  
r e g i s t r a r  may r e v o k e  t h e  r e g i s t r a t i o n  u n l e s s ,  n o t  l e s s
t h a n  2 d a y s  p r i o r  t o  t h e  e f f e c t i v e  d a t e  o f  c a n c e l l a t i o n ,
t h e  r e g i s t r a r  r e c e i v e s  a hew c e r t i f i c a t e  o f  i n s u r a n c e  
c o v e r i n g  t h e  same m o t o r  v e h i c l e .

Mew Y o r k  a l s o  r e q u i r e s  t h e  i n s u r e r  t o  n o t i f y  t h e  
c o m m i s s i o n e r  o f  t h e  D e p a r tm e n t  o f  M o t o r  V e h i c l e s  o f  t h e  
t e r m i n a t i o n  c f  an  i n s u r a n c e  c o n t r a c t .  The  c om m i s - s i o n e r  
i s  r e q u i r e d  t o  r e v o k e  t h e  r e g i s t r a t i o n  o f  t h e  ' v e h i c l e  
upon  r e c e i p t  o f  e v i d e n c e  t h a t  t h e  i n s u r a n c e  p o l i c y  i s  no  
l o n g e r  i n  e f f e c t .

N o r t h  C a r o l i n a  l aw  r e q u i r e s  n o t i c e  o f  c a n c e l l a t i o n  
by t h e  i n s u r e r  t o  t h e  D i v i s i o n  o f  M o t o r  V e h i c l e s ,  
D e p a r tm en t  o f ' T r a n s p o r t a t i o n , w h e t h e r  o r  n o t  t h e  
c a n c e l l a t i o n  i s  by t h e  i n s u r e r  o r  by t e r m i n a t i o n  by t h e  
i n s u r e d .  The  owner  i s  r e q u i r e d  t o  s u r r e n d e r  t h e  
r e g i s t r a t i o n  c e r t i f i c a t e  o f  r e g i s t r a t i o n  and a u t o  p l a t e s  
t o  t h e  D e p a r tm e n t  u n l e s s  f i n a n c i a l  r e s p o n s i b i l i t y  i s  
m a i n t a i n e d  i n  some o t h e r  manner  a c c e p t a b l e  t o  t h e  
D e p a r t m e n t .

In  S o u t h  C a r o l i n a  t h e  i n s u r e r  mus t  im m e d i a t e l y  
n o t i f y  t h e  D e p a r tm e n t  o f  H ighways  and P u b l i c  T r a n s p o r t a ­
t i o n  o f  t h e  t e r m i n a t i o n  o r  l a p s e  o f  any i n s u r a n c e  
p o l i c y .  Upon n o t i f i c a t i o n  o f  t h e  t e r m i n a t i o n  o r  l a p s e  
o f  a p o l i c y ,  t h e  c e r t i f i c a t e  o f  r e g i s t r a t i o n  i s  
a u t o m a t i c a l l y  s u s p e n d e d  and r em a in s  s u s p e n d e d  u n t i l  t h e  
s e c u r i t y  i s  r e p l a c e d .  W i t h i n  5 d a y s  a f t e r  c a n c e l l a t i o n  
o r  e x p i r a t i o n  o f  t h e  p o l i c y ,  t h e  i n s u r e d  mus t  h a v e  
s e c u r e d  o t h e r  i n s u r a n c e  o r  s u r r e n d e r  t h e  v e h i c l e  l i c e n s e  
p l a t e s  and r e g i s t r a t i o n  c e r t i f i c a t e .

Upon r e c e i v i n g  i n f o r m a t i o n  t h a t  t h e  p o l i c y  h a s  be en  
t e r m i n a t e d ,  t h e  D e p a r tm e n t  w i l l  s u s p e n d  t h e %r e g i s t r a t i o n  
and p l a t e s  an d ,  w i t h i n  15 d a y s ,  i n i t i a t e  a c t i o n  t o  p i c k  
up  t h e  r e g i s t r a t i o n  c e r t i f i c a t e  and p l a t e s .  I f ’ t h e  
owne r  r e f u s e s  t o  s u r r e n d e r  t h e  r e g i s t r a t i o n ,  t h e  
D ep a r tm en t  i s  r e q u i r e d  t o  t a k e  p h y s i c a l  p o s s e s s i o n  o f  
t h e  r e g i s t r a t i o n  and p l a t e s  and h o l d  thorn u n t i l  p r o o f  o f  
i n s u r a n c e  c o v e r a g e  i s  r e c e i v e d .  Any p e r s o n  f a i l i n g  t o  
r e t u r n  t h e  r e g i s t r a t i o n  and p l a t e s  may be s u b j e c t  t o  a 
f i n e  o f  ? 1 0 0  o r  im p r i s o n m e n t  f o r  3 0  d a y s .  S a l e  o f  t h e  
v e h i c l e  t o  a f a m i l y  member c a r r i e s  a s i m i l a r  p e n a l t y .

o f  t h e  v e h i c l e  h a s  b e e n



Arguments For Compulsory Insurance

A d v o c a t e s  o f  c o m p u l s o r y  i n s u r a n c e  p o i n t  c u t  t h a t  
w he re  v o l u n t a r y  a u t o m o b i l e  i n s u r a n c e  c o v e r a g e  i s  h i g h ,  
t h e  a d d i t i o n  o f  a r e l a t i v e l y  s m a l l  num be r ,  e s t i m a t e d  
v a r i o u s l y  f r om  5 t o  15  p e r c e n t ,  t o  t h e  r a n k s  o f  t h e  
i n s u r e d s  s h o u l d  n o t  r a i s e  t h e  r a t e s  o f  t h e  d r i v e r s  who 
a r e  a l r e a d y  i n s u r e d .

The p r o t e c t i o n  p r o v i d e d  a l l  d r i v e r s  u n d e r  c o m p u l ­
s o r y  i n s u r a n c e  w ou ld  o u t w e i g h  t h e  f i n a n c i a l  o u t l a y  w h i c h  
w ou ld  be r e q u i r e d  o f  t h o s e  m o t o r i s t s  who h a v e  no 
i n s u r a n c e .

A d m i n i s t r a t i v e  p r o b l e m s  w h i c h  m i g h t  r e s u l t  b e c a u s e  
o f  c o m p u l s o r y  i n s u r a n c e  s h o u l d  n o t  be  a j u s t i f i c a t i o n  
f o r  n o t  h a v i n g  s u c h  i n s u r a n c e .  A d m i n i s t r a t i v e ‘ p r o b l e m s  
c a n  b e  w o rk ed  o u t  o n c e  t h e  p r o g r am  i s  s t a r t e d .

C o m p u l s o r y  i n s u r a n c e  need  n o t  h a v e  a d e t r i m e n t a l  
e f f e c t  on  i n s u r a n c e  c o m p a n i e s .  I f  t h e  minimum r a t e s  a r e  
s e t  a t  l e v e l s  t h a t  w i l l  a s s u r e  r e a s o n a b l e  o p e r a t i n g  
p r o f i t s ,  t h e  e ' x i s t i n a  s y s t e m  f o r  m a r k e t i n g  and  s e r v i c i n g  
i n s u r a n c e  c an  r em a in  u n c h a n g e d .

C o m p u l s i o n  i s  an e l e m e n t  t h a t  i s  i n h e r e n t  i n  any  
p l a n  t o  c om b a t  t h e  f i n a n c i a l l y  i r r e s p o n s i b l e  m o t o r i s . .  
C o m p u l s o r y  i n s u r a n c e  p r o v i d e s  a d i r e c t  a n sw e r  w h i l e  
o t h e r  a p p r o a c h e s  a r e  c o v e r t  m e th o d s  o f  f o r c i n g  m o t o r i s t s  
t o  h a v e  i n s u r a n c e .  I f  i t  i s  w i s e  t o  e s t a b l i s h  f i n a n c i a l  
r e s p o n s i b i l i t y  a f t e r  an a c c i d e n t ,  why n o t  b e f o r e ?O n l y  t h r o u g h  c o m p u l s o r y  i n s u r a n c e  w i l l  t h e r e  b e  a n y  s u b s t a n t i a l  e l i m i n a t i o n  o f  t h e  p o s s i b i l i t y  o f  l a c k  o f  c o m p e n s a t i o n  f o r  w r o n g f u l  i n j u r i e s  i n  a u t o m o b i l e  a c c i d e n t s .

C o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  o f  g e n e r a l  a p p l i ­
c a t i o n  i s  m e r e l y  an e x t e n s i o n  o f  e a r l i e r  l aw s  r e q u i r i n g  
a s h ow in g  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  s u c h  c l a s s e s  
a s  young  m o t o r i s t s ,  t h e  own e r s  and o p e r a t o r s  o f  b u s e s ,  
t a x i c a b s ,  c a r  r e n t a l  s e r v i c e s ,  and t h e  l i k e .

A G a l l u p  P o l l  t a k e n  on t h e  q u e s t i o n  o f  c o m p u l s o r y  
a u t o m o b i l e  i n s u r a n c e  in  19G5 i n d i c a t e d  that* a m a j o r i t y  
o f  t h e  n a t i o n ' s  a d u l t s  f a v o r e d  s u c h  l e g i s l a t i o n .  ( T h e r e  
h a s  b e en  no s u b s e q u e n t  p o l l . )  The  n a t i o n w i d e  f i n d i n g s  
w ere  a s  f o l l o w s :  53  p e r c e n t  f a v o r e d  c o m p u l s o r y
l e g i s l a t i o n ;  42  p e r c e n t  o p p o s e d  s u c h  l a w s ;  and 5 p e r c e n t  
had  no  o p i n i o n  ( C h i c a g o  S u n - T im e s ,  S e p t e m b e r  1 0 ,  1 9 6 6 ) .



One b a s i c  g e n e r a l  o b j e c t i o n  t o  c o m p u l s o r y  a u t o ­
m o b i l e  i n s u r a n c e  a d v a n c e d  by  i t s  o p p o n e n t s  i s  t h e  c l a i i h  
v h a t  i t  i n v o l v e s  an u n d e s i r a b l e  d e g r e e  o f  r e g i m e n t a t i o n  
and  a d a n g e r  o f  s o c i a l i z i n g  t h e  i n s u r a n c e  b u s i n e s s .
T h o s e  who r e s i s t  c o m p u l s o r y  i n s u r a n c e  p r o p o s a l s  m a i n t a i n  
t h a t  p o l i t i c a l  p r e s s u r e  t o  k e e p  p r em ium  r a t e s  l ow  w i l l  
c om b in e  w i t h  a r i s i n g  c u r v e  o f  l o s s e s  and j u r y  v e r d i c t s  
a t t r i b u t a b l e  t o  t h e  c o m p u l s o r y  l aw s  t o  d r i v e  t h e  p r i v a t e  
c a r r i e r s  o u t  o f  t h e  a u t o m o b i l e  l i a b i l i t y  f i e l d ,  and t o  
i n s t a l l  s t a t e  i n s u r a n c e  f u n d s  i n  t h e i r  p l a c e .

A n o t h e r  f u n d a m e n t a l  a r g u m en t  o f  t h o s e  who o p p o s e  
c o m p u l s o r y  l aw s  i s  t h a t ,  e v e n  among t h o s e  who a r e  
u n w i l l i n g  o r  u n a b l e  t o  buy  i n s u r a n c e ,  t h e  c a r e l e s s  
d r i v e r  i s  d e c i d e l y  i n  t h e  m i n o r i t y ,  and t h a t  c o m p u l s o r y  
l aw s  w ou ld  f o r c e  t h e  many who a r e  c a r e f u l  t o  buy  
i n s u r a n c e  b e c a u s e  o f  t h e  few  who a r e  c a r e l e s s .

A n o t h e r  a r g u m en t  a g a i n s t  c o m p u l s o r y  law s  i s  t h a t  
m o t o r i s t s  who a r e  c o e r c e d  i n t o  p u r c h a s i n g  i n s u r a n c e  
w i l l ,  o u t  o f  ’ r e s e n tm e n t  o r  p e r h a p s  a f a l s e  s e n s e  o f  
s e c u r i t y  i n d u c e d  by t h e  c o m p u l s o r y  l aw ,  r e s t r i c t  t h e i r  
b u y i n g  o f  c o v e r a g e s  t o  t h e  min imums s p e c i f i e d  in  t h e  
l aw ,  and  w i l l  n o t  b o t h e r  t o  p r o v i d e  t h e m s e l v e s  w i t h  s u c h  
" e x t r a s "  a s  m e d i c a l  c o v e r a g e  and h i g h  p e r s o n a l  i n j u r y  
and  p r o p e r t y  damage  l i m i t s .

In  a d d i t i o n ,  t h e  r e q u i r e d  p r o t e c t i o n  a g a i n s t  
u n i n s u r e d  motv. * i s t s  now p r o v i d e d  by i n s u r a n c e  c a r r i e r s  
h a s  o b v i a t e d  m ?h o f  t h e  a l l e g e d  n e c e s s i t y  f o r  
c o m p u l s o r y  l i a  i l i t y  a u t o m o b i l e  i n s u r a n c e .

Arguments Against Compulsory Insurance

N o te
1 .  1 1 1 .  R e v .  S t a t . ,  1 9 0 0  s u p p . ,  c h .  9 5  1 / 2 ,  s e c s .

7 - 1 0 1  f f .

S o u r c e
Commerce  C l e a r i n g  H o u s e ,  A u t o m o b i l e  I n s u r a n c e  Law 

R e p o r t e r  ( l o o s e l e a f  t o  d a t e ) ;  I l l i n o i s  L e g i s  Lat- . ive 
C o u n c i l  F i l e  9 - 0 0 2 ,  " C o m p u l s o r y  M o t o r  V e h i c l e  I n s u r a n c e "  
( 1 9 7 9 ) ;  I l l i n o i s  L e g i s l a t i v e  C o u n c i l  F i l e  8 O7 H - I I 6 , 
" C o m p u l s o r y  M o t o r  V e h i c l e  I n s u r a n c e "  ( 1 9 0 0 ) . •



A p p e n d i x  A

C i t a t i o n s  t o  C o m p u l s o r y  M o t o r  V e h i c l e  I n s u r a n c e  
P r o v i s i o n s  i n  26 S t a t e s

C a l i f .  V e h i c l e  C o d e ,  c h .  -2, d i v .  7 .
C o l o .  R ev .  S t a t .  s e c s .  1 0 - 4 - 7 0 1  f f .
C onn .  Gen .  S t a t .  A n n . ,  s e c s .  3 8 - 3 1 9  f f .
D e l .  C o d e ,  t i t .  2 1 ,  s e c .  2 1 1 8 .
F l a .  S t a t .  A n n . ,  s e c s .  6 2 7 . 7 3 0  f f .
G a .  Code  A n n . ,  s e c s .  5 6 - 3 4 0 1 b  f f ;  $ e c .  5 6 - 9 9 1 5 . 2 .  
H a w a i i  R ev .  S t a t . ,  s e c .  2 9 4 - 1  f f .
I d a h o  C o d e ,  s e c s .  4 9 - 2 3 2  f f ;  s e c s .  4 9 - 2 3 4  f f .
K a n s .  S t a t .  A n n . ,  s e c .  4 0 - 3 1 0 1  f f .
K y . R ev .  S t a t .  A n n . ,  s e c .  3 0 4 . 3 9 - 0 1 0  f f .
L a .  R ev .  S t a t . .  A n n . ,  s e c s .  3 2 : 8 6 1  f f .
Md . Code  A n n . ,  s e c s .  1 7 - 1 0 1  f f .
M a s s .  Gen .  Laws A n n . ,  c h .  9 0 ,  s e c s .  3 4 A - 3 4 J ;  c h .  1 7 5 ,  

s e c s .  1 1 3 A - 1 1 3 H .
M i c h .  Comp. Laws A n n . ,  s e c s .  5 0 0 . 2 1 0 1  f f .
M inn .  S t a t .  A n n . ,  s e c s .  6 5 B . 4 1  f f .
1 9 7 9  M on t .  L aw s ,  c h .  5 9 2 .
N ev .  R ev .  S t a t . ,  s e c .  4 8 4 . 2 6 3 .
N . J .  S t a t .  A n n . ,  s e c .  3 9 : 6 0 - 1 .
N . Y .  V e h i c .  an d  T r a f f i c  Law, s e c s .  3 1 0  f f .
N . C .  Gen .  S t a t . ,  s e c s .  2 0 - 3 0 9  f f ;  s e c s .  2 0 - 2 7 9 . 1  f f .
N . D ak .  C e n t .  C o d e ,  s e c s .  2 6 - 4 1 - 0 1  f f .
O k l a .  S t a t .  A n n . ,  t i t .  7 ,  s e c s .  6 0 1  f f .
O r e g .  R ev .  S t a t . ,  c h .  3 8 6 .
P a .  C o n s .  S t a t .  A n n . ,  t i t .  4 0 .  s e c s .  1 0 0 9 . 1 C I  f f .
S . C .  C o d e ,  s e c s .  4 6 - 7 5 0 . 1 0 1  f f .
U t a h  Code  A n n . ,  s e c s .  3 1 - 4 1 - 1  f f .
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MEMORANDUM

TO: Representative Thelma Buchholdt

FROM: Betty Barton
Research Staff

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

This memorandum responds to .your request for Information concerning 
compulsory liability and no-fault automobile insurance, including infor­
mation on innovative reparations systems for automobile accidents, in 
other states. To research'this top.ic;~we'have'reviewed* the'"programs,:of' J 
several states, including North Carolina, Michigan, and Florida. We 
have contacted agency representatives from Alaska and other states, a s ;

COMPULSORY LIABILITY INSURANCE-,

* • »•«> .j' *
Until the 1970's, the tort liability system, where losses are deter-" 
mined through a judgement of the courts, was the established means of 
making reparations for auto accidents. Based on principals of fault 
law, the tort liability system assumes there is an innocent victim and a 
wrongdoer in accidents where damages have occurred. Through the system, 
losses are shifted from the victim to the wrongdoer, when a wrongdoer 
can be found.

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

Increasing concern about uninsured drivers, resulted in most states 
enacting a financial responsibility act, where drivers are required to 
show proof that they have access to financial assets sufficient to cover 
future accidents. (Many states, including Alaska, restrict the applica­
tion of this law only to drivers having an accident history.) As the 
number of uninsured drivers lacking the assets to reimburse a victim for 
losses increased, several states began to mandate the purchase1of liabil­
ity insurance by residents.

Today, 24 states have compulsory liability insurance laws. Of these 
states, many include both no-fault and liability programs. Several •' 
states, however, have not initiated a no-fault program; North Carolina 
is one such state. . . :

North Carolina Compulsory liability Program -
. . .  ...... «•••*; • >♦..“* 5 ' " 'ft " J ' ** .

North Carolina ,has one of the older compulsory liability auto -insurance 
programs in the nation. Financial responsibility ; requirements were 
established in 1947. In 19153, legislation regarding compulsory financial.„ 
security was enacted; it was refined and strengthened in 1957 . ? . ’ Under 
North Carolina law, motor vehicle owners are required to provide one of 
several assurances of financial security in the event of future tort 
liability, including a liability insurance policy, a financial security 
bond, or a financial security deposit. Most drivers select liability 
insurance; other options are generally regarded to be less attractive 
for the average driver. For example, the security deposit required in 
the state is $75,000 annually, which precludes most vehicle owners from 
utilizing this as an option.

The law was recently amended to raise the limits of liability to $50,000 
for bodily injuries of all person1, injured in an accident, subject to a 
limit of $25,000 per person, and $10,000 coverage for property damage. 
All vehicles are subject to the compulsory liability requirements with 
the exception of government vehicles.

Administrative aspects of the North Carolina law have been recently 
revised to allow for more cost-efficient program operation. When persons 
register their vehicles or renew their registrations, their insurance 
coverage is certified by recording the date and identification number of 
the policy. Insurers are required to notify the Department of Motor 
Vehicles of any changes or cancellations of policies. Because of the 
administrative burden of this requirement (which some have said resulted 
in 85,009 notices of changes in policies monthly), the requirement has
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been amended so that insurers notify the department only of changes 
occurring within the first 6 months of the life of the policy.

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

• ’ • ■] \ t ‘7... 'V' ’
For a variety of reasons, including uniform policy rates, a points 
program, a subsidized insurance market, and a 6 percent limitation on 
ra*e increases for annual filings, North Carolina does not have the high 
policy rates frequently associated with compulsory liability Insurance. 
According to Joe Register,- of-the-Department of--Motor Vehicles*-North 
Carolina currently fs one of ffve states in the nation with the lowest 
policy rates;- According to M w & R e g i s t e r ,  the average liability policy 
costs $100; his personal policy, which covers 4 automobiles and 1 p1ck-up 
truck,,and includes, one .23 year-old male, with several points. against-. 
him, and one 18 year-old;female; costs $450 per year: However; a driver/s'-'-'-' 
record in.; North. Carolinai .hasraaslgnif-icant impact- on the cost^of^hls or 1 
her policy. A. driver^havingvno. moving violations for 3 or more' years,.v 
receives a 10 percent>discount on his policy, while a driver w1thTl,2 
points on his record faces a rate 550 percent above the basic policy 
cost (one point represents a 20 percent increase).

' "* 9
Part of North Carolina's low rate structure is due to its reinsurance 
program, which was subsidized by the state and is now supported by all 
policyholders through a 6 percent surcharge on all policies.* Reinsurance 
is an agreement between the insurance company and another organization, 
the reinsurer, that the organization will assume a designated amount of 
risk for a given policy. The reinsurance program was establish'd 
through legislation enacted in 1977 to improve the assigned risk plan, 
where drivers who cannot obtain insurance due to the risks associated 
with their age, sex, or pri^r driving record, are assigned to individual 
automobile insurers in the state in proportion to the total amount of 
premiums each insurer has written. The assigned risk method resulted in 
significant.losses .($120 million in 1973) for the insurance Industry. 
Under the reinsurance program, a person desiring coverage buys insurance 
from any insurance agent and pays his premium to the company. However,

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

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

A copy of the North Carolina law, with its most recent amendments is 
attached to this'report.(Appendix A)..-i > c?

NO-FAULT INSURANCE ■ : :u

The concept of no-fault insurance signifies a change'in the established 
system of reparations in auto accidents. I iere the tort system assumes 
the presence of a; wrongdoer in every accident, the no-fault system empha- 
sizes expedient compensation for. losses by the insurer' regardless of 
fault.' Proponents of no-fault: argue that as 94 percent of the driving • 
population may a^iclpate involvement 1n a traffic accident within the ’ 
next ten years, rault. may no longer be vthe prime consideration. In
essence then, a . no-faiilt.. program 'replaces the traditional system o f l( 
torts, where, faulty-is determined and'compensation is^awarded through'a 
judgement/of the courts, with a system of direct compensation, regardless, 
of fault,' made directly to an insured policyholder" by his insurance 
carrier.

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

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

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

i

3) Tort liability for bodily injuries is abolished ertcept in the 
event of death, or a permanent or serious disability.

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

yj1
The effect a no-fault program will have on insurance premiums is con­
tingent upon a number of variables. It is generally agreed that premiums 
will increase under a no-fault program when there 1s an increase in the 
number of persons receiving benefits and when the benefits paid to persons 
with large economic losses are higher than under a liability program. Con­
versely, a premium decrease will occur from the reduction (or elimination) 
of pain-arid-suffering allowances and potential reduction in claim-adjust- 
ment costs. SavinQVrtd be'rd'SlTzed by the "state depend upon a variety 
of conditions including such /issues as the proportion of single-car '
accidents and the proportion of allowances, that formerly went toward
general damages'.; •; „

Michigan No-Fault Insurance''Program r . ,
. . ! u j r ... iwiw.jfnw v's ■/' . ,  .

The Michigan program, in operation since 1973, represents one • of the
purest forms of no-fault insurance plans in the nation In the degree to 
which it restricts'lawsuits. Under the Michigan program, general damages 
are recoverable through the courts only if an auto accident injury results 
in death, serious impairment of a bodily function, or permanent and 
serious disfigurement. Unlike some no-fault states, there is no dollar 
threshold associated with noneconomic losses.2 No recovery through the 
tort liability system is allowable for economic losses (special damages)

2 A threshold refers to the point, which 1s measured in time, money, or 
other ways, beyond which tort liability can be established. At any 
point heneath the threshold, reparations are paid through the insurance 
carrier with no recourse in the courts. For example, Hawaii has es­
tablished a threshold of $2,500 in medical expenses (or death or per­
manent disability) before a person is entitled to file a tort lawsuit. 
The threshold has kept 90 percent of those injured in car accidents 
within the no-fault system and out of court. Conversely, Kansas has 
a dollar threshold of $500. The level of the threshold can be an 
important factor in assessing the cost-effectiveness of the program.
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and all recovery for special damages occurs through the insuring company. 
Under Michigan law, persons entitled to benefits as a result of in-state 
accidents are the insured and his or her family, occupants of the insured's 
vehicle, and pedestrians.3

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

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

According to Ms. Edwards, the public response of Michigan • residents 
toward the no-fault program generally appears to be favorable. Studies 
have indicated that the majority of the Michigan population is insured. 
The uninsured, eslimated to range between 6 and 15 percent of all drivers, 
are concentrated in sections of the Detroit area. Research findings 
that many of the uninsured are drivers having better-than average driving 
records, have prompted the developnent of the Essential Insurance Law, 
enacted January 1, 1981. This law changes the underwriting and rating 
schedule for auto insurance to require insurance companies to offer 
"eligible persons," defined by law as those having good driving records,

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

Michigan's provisions for unlimited compensation for medical and re- • 
habilitation expenses have caused some conflict within the insurance 
industry. In 1977, company representatives argued that unlimited coverage 
was making the purchase of reinsurance difficult, where the responsibility 
for a designated share of ^n insurance company's liability on a policy 
is accepted by another organization. As a solution, insurance company 
spokespersons approached the state legislature suggesting that an upward 
limit be placed on medical benefits. Instead, the legislature responded 
w u h a catastrophic claims fund; ■" Established by statute i n '1978,,.the'
' higan Catastrophic Claims Association, MCCA, is a reinsurance associa­
tion that pays for policy claims in excess of $250,000. The MCCA is 
funded by the insurance industry; all auto. insurers are required to 
participate. The Association is supported by an annual assessment on a 
per vehicle basis (approximately $6.00 per vehicle) and has become a 
financially healthy entity representing $85 million in assets.... However, 
as is the case1 in North Carolina, several aspects of the association are 
currently being challenged in court. The effect that the suit may. bear 
upon MCCA; or the Michigan no-fault program as a whole, is unknown.'.

INNOVATIONS IN REPARATIONS SYSTEMS / Vi,.
.

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

Subsidies to Low Income Drivers

Traditionally, questions of equity have arisen when states have imposed 
mandatory Insurance coverage on all residents. It is argued by some
that by forcing a low-income driver, who has no assets to protect, to buy 
liability insurance, it is the more affluent-driver that benefits from 
the law. Similarly, if a low-inccme person, residing in a state where 
no-fault insurance is compulsory, cannot afford to pay for insurance, 
he could lack coverage for his own injuries and would, of course, be in 
violation of the law.

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

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

Compulsory First Party Coverage

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

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

BB/bf
Ends.


