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7. Supplemental Oenefits 1,642
8. Fixed Oenefits 1,315
9. TOTAL PERSONAL SERVICES 6i 34 134
10. Travel 02 1.500
11, Contractual - 03 2,400
12. Commodities o= 3,300
13. Equipment 05 1,500
1*i. Other
15. TOTAL COST 42,834
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1G. Federal Receipts 1002
17. G.F. Match 1003
10. General Funds 100"* 42.834
19. I-A Receipts 1005
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ORU PRIORITY LOCATION ELECTION DISTRICT
Fairbanks 16A

JUSTIFICATION

This position 1is reque” to handle the
large number of DWLS violations t hat will result
from the drivers license suspension provisions of
HB 7. One attorney position will be needed at
Fairbanks to handle the resultant caseload
increase. Allocation to the Attorney 111 le”el
is recommended because of the routine nature of
the prosecutions to be handled.
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Dear Joe, _}{] .
'- if | i "1 . .. X

I"m riot going to attempt~to debate the pros and cons of
mandatory 1insurance &n this letter, but do believe that the = L
enclosed material, plus my brief comments should be of somevalue
to you in considering the advisability of subjecting Alaskans

1> >

to a mandatory insurance systenm. ! ;
*’. . 1 ) K * kv’

1 have s"tddie@lrJ@ﬁff Pay{s”report of 5-1-83 and Ken Moore"s
response of 5-24-83 fand "basically agree With the Director"s
critique ofJeff"s work.1l; . 4
| fcm®_ "3 W . . i
I agree that there 1is a "problem. It should be resolved 1In
as economical, "effective.-andprincipled way as possible. The £;
problem is that a certain percentage of Alaskans drivers are not *
able or required to|perform financially when they are responsible Viimm
for damaging or injuring others with an automobile. Our present r
.financial responsibility law;should be strengthened and vigorously
enforced..” In adcd:lltimnzli’ﬂn believe the legal system ought to require
a much .greater, degrée cf." responS|bﬂ|ty than it docs regardless®of it
Whether or not the pffendor:Jh"as insurance. If drivers understand -Jigly
that .responsibilityfTis"” goingvto be required they will tend to ;be\
more responsible. ~The. law currently allows those without iInsurance
or assets to walk aWay.™This should not be so easily allowed.

Is I [P: m | m t :-fe, - mm nit, « svi; .t
,FAs Tor the insurance systems involvement, we must.f.nswer the
question,; what is the fairest, most cost"effective, and acceptable

to protect themself. The following first party coverages are
currently available.® Bodily injury and property damage liablity,
bodily injury uninsured motorist, medical up to $100,000, comprehcn-
s.ivo, collision, emergency road service, car rental,”acc idental
death and disa *ility income. I"ve enclosed a brochure and a print
out describing the coverages and showing the cost of each of these
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Section [/ . Page /

This section of the financial responsibility law is amended to add
uninsured motorist property damage* underinsured motorist bodily injury
and underinsured motorist property damage to the presently offered
uninsured motorist bodily injury coverage. The ssbsition goes on to define
the coverage. The property damage feature 1is subject to a $250
deductible. The section describes the priority of coverage uhen faced
with other coverages which provide a benef-t in the same circurstancea.

The offer would be a single combined coverage which 1is subject to written
rejection by the insured.

Section J2. Pages/-2.
These new subsections relate to the uninsured/under insured motorist
coverage. In (1)» the maximum Jliability 1is clarified. 1In <m). reductions

of coverage are noted, 1In ;n)* the stacking of limits 1is prevented. In
(0)> exclusions of coverage are listed.

Section 3 - Page .

This provision in the insurance code ties the mandatory offer of
uninsured/underineured motorist coverage to the description of limits 1in
the financial responsibility law and the mandatory 1insurance law.

Section . Pages2-3

This section in the insurance code tieB the mandatory offer of
uninsured/underinsured motorist coverage to tho description of that
coverage 1in the financial responsibility law and the mandatory insurance
law. The conditions set forth in the financial responsibility law and the
mandatory automobile liability insurance law are the same 1in thiB
Bection. ThiB placement is necessary since all of the functional pouera
or authority of the director of insurance are in Title 21. The offer for
the bodily injury feature must be equal to the amount voluntarily
purchased for bodily injury Jliability. The 1limit for the property damage
feature 1is the Bame as the minimum Jlimit required under the finarcial
responsibility law for property damage liability. The
uninaured/underinsured coverage can be waived 1in whole or in part.



Speaker of the House of Representatives S Gt

Juneau. Alaska 99811
Official Business (%7) 465_3720

ANALYSIS FOR HB 7 COMPROMISE..._March 1 Draft

The proposed a compromise on the mandatory auto insurance
bill is basically modeler' "fter legislation which passed in
California last year, “nis compromise has been prepared with
the assistance of the Division of Insurance, Departments of
Law and Public Safety and State Farm.

The general concept would enact a law making it i1llegal to
drive without Iliability insu ance. Currently, it is legal to
drive without 1insurance. On you are caught as a result of
an accident, however, you mus obtain proof of insurance for
three years. The compromise . ikes it illegal up front.

The major difference with the compromise 1is: In the House
bill we require proof of insurance to be shown as a
prerequisite for registration. In the compromise, that would
not be required. The point of proof would come following an
accident (which results in at least $500 damage) for both the
person at fault and not at fault. BUT, 1in addition, any
person cited for a traffic violation carrying a 6 point
demerit on the point system would have to show that insurance
was 1n effect at thi time of the violation within 15 days.

The burden of proof is on the person cited and requires the
person to provide proof from the iInsurance company that the
policy was in effect at the time of the accident. This
information would be required to be verified by the
Department of Public safety. The bill makes i1t a class A
misdemeanor 1f the person cited knowingly provides false
information during the verification process. It"s estimated
that between 20-30,000 citations for violations carrying a 6
point penalty are 1issued annually, and all these would be
checked for 1insurance in addition to all persons involved in
accidents whether at fault or not under the ompromise.

The following traffic violations are all at least 6 points or
greater and require a court appearance and would require
proof of insurance to be shown.

Driving while license is; cancelled, suspended, revoked
or in violation of license limitation
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6 point violations cont.

Driving while intoxicated

Reckless Driving

speed contest racing

fleeing or attempting to elude a
police officer

leaving scene 0oZ an accident

negligent driving

failure to yield right of way

failure to stop for school bus while
buS 1s loading or unloading

failure to obey traffic control device
in a school zone, playground,
crosswalk or park

speeding 20 miles or more over limit

It"s also my understanding that some, but not most, 6 point
result in accidents so this is aimed at getting to the driver
with the greatest potential for an accident.._before the accident
occurs. It"s estimated there will be about 40,000 vehicles
involved in accidents in the next year and between 20-30,000 6
point traffic violations..all of which would be checked for
insurance under this bill. In an accident, all motorists would
be checked regardless of fault. Currently, only the at fault
person 1is checked.

All procedures for requiring proof at the time of licensing have
been eliminated. All procedures which called fcr insurance
companies to notify DMV upon cancellation of a policy have been
eliminated as have the requirements that DMV follow up on such
cancellation notices.

There is a further provision that providing false information
to verify existence of insurance is a Class A misdemeanor.
That"s up to $5000 fine and 1 year in jail.

The compromise calls for administrative revocation of the
license rather than being charged with a class B misdemeanor.
However, the revocation will be a mandatory one year. The
removal of commission of a crime eliminates the proposed fine of
$250. However, the compromise requires payment of this fee as a
license reinstatement fee as a prerequisite to reinstatement of
driving priveleges following revocation jf a license for driving
uninsured. Thus the compromise would generally retain the
punishment provisions originally intended.

Limited license priveleges could be granted but the
reinstatement fee would have to be paid and there is a provision
requiring the person to provide proof of financial
responsibility for 3 years under our normal financial
responsibility law prior to the granting of any limited
priveleges.



The forfeiture provisions have been renoved from the bill. There
was a concern about administrative burdens this would place or.
the courts and Dept, of Law. Forfeiture was envisioned to be
used in extreme cases. The legislature could consider this at a
later date once the law has been enacted, and it may then be
determined how severe a threat the repeat offender 1is.

The compromise retains the concept of raising the limits from
25/50/10 to 50/100/25.

The compromise also adds further language to the uninsured and
undersinsured coverage provisions which basically allow a
deductible of $250. It allows companies to offer a smaller
deductible and for the insured to opt for a higher deductible.
It also requires direct physical contact between the 1insured and
un/underinsured vehicles to activate the property damage
coverage. Hit and run drivers are presumed to be uninsured
motorists if the victim reports the incident within 24 hours.
This is to prevent people from running into a treeand trying to
claim they were hit by an uninsured person.

We have worked with State Farm to include several pages of
language which define when the uninsured/underinsured coverage
IS triggered and in what priority rther insurance policies; would
pay. Generally speaking, these appear to be fair compromises
and we have incorporated most of them after some discussion and
refining. The goal has been consumer protection as we reviewed
the provisions. The bill requires insurers to offer the insured
coverage for un/underinsured drivers in the amountthe 1insured
voluntarily purchases. The 1insured may waive this coverage or
choose to increase the offer.

There 1s an exemption for isolated rural communities so that
vehicles operated in thei. areas don"t have to have insurance
unless they have a history of traffic violations or accidents.

A separability clause has been added to the bill 1in case there
could be a legal problem with this exemption although it is felt
by many that the constitutional test for such an exemption has
been met.

The compromise repeals two current sections in the financial
responsibility law allowing deposit of securities or cash as
proof of financial responsibility. In the opinion of the
Division of insurance, this option 1is probably not needed any
longer since i1t is less expensive to buy a policy rather than
putting up securities worth $100,000 as would be required if
other provisions of this bill pass. This would leave the means
of proving financial responsibility as either having a liability
policy or a certificate of self insurance as allowed by statute.
These two methods should covur all motorists adequately.



The compromise retains the provision which required knowledge of
financial responsibility laws as part of the drivers test for a
license.

There are two substantial changes in the definition of a motor
vehicle liability policy which 1is required.

Under the House bill we lifced word for word the definition of a
policy which was required of those people who had been involved
in an accident with no 1insurance. Such a policy required ac
tnat time is different than normal policies which the average
person routinely buys. Policies required under the FR law are
basically exclusionless with insurer defenses inoperable.

The compromise proposes a change 1in defining who 1is covered
under an insurance policy and removes the provision that
liability becomes absolute without defense following ari
accident...only for persons who purchase insurance voluntarily
and do not fall under the financial responsibility law. The
absolute liability provision and stricter provisions would
remain 1in policies required under the FR law which would take
effect for a person who is convicted of not having insurance.
After extensive discussion on this point, this appears to be a
fair stance to take. The compromise does not change the type of
coverage that is offered currently to people buying 1insurance.

The compromise deletes the provision requiring companies to
issue a card with all policies and that the card remain in the

vehicle. This is okay in that the proof of insurance that is
now required following a citation* is an written verification
from the insurance company. T&v» necessity for such a card 1is

eliminated.

The compromise eliminates a section for unused motor vehicles
because it is no longer necessary if proof 1is not required at
the time of registration.

The compromise eliminates an annual report on the effectiveness
of the law and the ability to enforce 1it. The report concept, was
designed to provide legislators with some accounting of how well
the system is working but, admittedly, it would be difficult to
compile a meaningful report about the effect on premiums,
administration and uninsured population. However, it has been
suggested that a report could be initiated by a letter of intent
to keep track of the statistics compiled as a result of the .Law.

The compromise incorporates two steps to involve the public
about the law. Three months prior to the effective date of the
law, the Department must conduct a public education campaign
about the new law and failure to comply. Additionally, the bill
mandates that, at the time of registration and licensing, the
department give the applicant written information about the
mandatory insurance law of the state.
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It*s hoped this v.~xi make people aware aiw encourage them to

seek insurance rather than take the chance of being stopped and
losing their license for a year.

iIf a person drives on a revoked or
law already mandates a 10 year jail
incentive to keep people

It should also be noted that
suspended license...current
visit which hopefully will act as 1in
from driving on suspended licenses.

The effective date of the compromise i1s 1/1/85.



429 D Street, Suite 200 Anchorage, Alaska P.O. Box 4-1260 Anchorage, Alaska 99509 (907]K3itft40flM 272-8130

February 29, 1984

Honorable Vic Fischer
Senate District: Anchorage
State Capitol

Pouch V

Juneau, Ak. 99811

Dear Senator Fischer:

lha Bo”rd of Directors of the Anchorage Restaurant & Beverage Association,
meeting in Executive Session, February 23, 1984, passed the following re—
solution:

Resu d: That this Board go on record as favoring a
Manda ry Liability Insurance Law for motor vehicles
in the State of Alaska. Be it further resolved that
this Mandatory Insurance be tied, in some way, to the
granting of the motor vehicle license, only upon

proof that said liability Insurance has been obtained.

Accordingly; the Board, collectively, would like to .-equest our Represent—
atives to consider introducing such legislation. If this legislation has
already been introduced, then we would ask for your support for such a

measure.

Yours very truly,

Charles Il. Selman
President, ARBA

CHS/ds



ANCHORAGE RESTAURANT & BEVERAGE ASSOCIATION

BOARD OF DIRECTORS

Signed February 23, 1984

74
{ /21
Fred W. Traber
Donald Skewis, Chairman of Board Member
the Board

Charles H. Selman
President

N h \'

Norman B. Grant
sdcrgjtary/Treasurer

Vo . , . , f -7
Carroll R. Raney

Vice-President

Larry Ti. Wooten Not Present:
Board Member

Paula Gallagher
Jack Griffin
Eldon Jenkins

Ron Eagley
Board Member

« /1 C 4E~r-t—

Kathleen J. Lovette
Board Member
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DEPARTMENT OF LAW (3 OFFICE OF THE CHIEF PROS"ICUWR

POUCH KC
JUNEAU. ALASKA 99811

CRIMINAL DIVISION PHONE: (907) 465-3428

] OFFICE OF SPECIAL PROFECUTIONS
AND APDFAt™*

1031 WEST 4TH AVENUE. SUITE 318
ANCHORAGE. ALASKA 99501-5993

April 3, 1984 PHONE: (907) 279-7424

The Honorable Joseph Hayes
Alaska State House

Pouch V

Juneau, Alaska 99811

Re: Proposed amendments to 3/1/84 draft of HB 7-
Mandatory Car Insurance

Dear Representative Hayes:

At the last meeting with your staff member, Jeff Day,
on HB 7, 1 was requested to Ilook ovir the Ilatest draft and
attempt to arrange the language of the bill to ensure that the
$250 reinstatement fee was only 1imposed once- at reinstate—
ment- and would not be multiplied by the number of violations of
the law resulting 1i1n suspension of a driver"s license. I was
also asked to research the legal question of whether or not an
administrative fee must bear a reasonable relationship to the
administrative costs of a particular action.

In response to the request, attached are some proposed
amendments to Section 5 and Section 12 of the March 1, 1984
draft of HB 7.

As you know, there are several ways under current law
for a person to lose a driver®s license. A single driving vio—
lation can result in multiple license actions, each running con—
currently to the others, and thus overlapping. These over—
lapping license actions create a number of administrative and
legal problems which these proposed amendments attempt to re—
solve.

The proposed amendments to Section j would clarify
that a single reinstatement fee would be 1mposed each time a
license 1s reinstated and would not be cumulative, 1.e., based
on overlapping suspensions or revocations as a result of vio—
lations of various laws.

This proposed draft also sets the reinstatement fee at
$100, 1instead of the $250 fee originally suggested by vyour
staff. This change is necessary because of the generally-
accepted rule of law which requires that administrative fees



The Honorable Joseph Hayes April 3, 1984
Page 2

bear a vreasonable relationship to administrative costs (73
C.J.S. Public Administrative Law and Procedure & 8, Petra
Cablevision Corp. v. Suffolk County, 348 N.Y.S.2d 679 [1973]!).

According to Bill Brown, Chief, Driver Services, Department of
Public Safety, a 3100 reinstatement fee would be reasonably re—
lated to the cost of administrative services resulting from a
license suspension or revocation and its reinstatement, whereas

$250 would probably be an excessive charge.

This proposed amendment also has the effect of ap—
plying the $100 fee uniformly to reinstatements following all
types of suspensions and revocations, and not just for Tfailure
to carry insurance. We believe that this change is required 1in
terms of clarity, uniformity, and ease of enforcement, particu—
larly when overlapping suspensions and revocations are in ef—
fect .

Finally, the proposed amendment places all -einstate-
ment fees iIn a single section- in current AS 28.15.211- which
already contains other provisions for Jlicense reinstatement.
Since this change obviates the need to maintain a separate
section setting out the reinstatement fee for licenses suspended
under the Financial Responsibility Laws, Section 12 of the bill
can be deleted and the succeeding sections renumbered.

If I may be of further assistance, please feel free to
call.

Very truly yours,

NORMAN C. GORSUCH
ATTORNEY GENERAL

DANIEL W. HICKEY
CHIEF PRQSECUTC1

By:
Assistant Attorney General
LBN/dIm

Enclosure

copy to: Bill Brown, Chie"
Drivers Services
Department of Puclic Safety



PROPOSED CS FOR SECTION 5
AND SECTION 12
3-1-84 DRAFT OF HB 7
Sec. 5. AS 28.15.211 is amended to read:

Sec. 28.15.211. PERIODS OF LIMITATION, SUSPENSION OR
REVOCATION; OPPORTUN! t FOR HEARING AND SURRENDER OF LI —
CENSE. (a) Except for a point system suspension or revo—
cation under AS 28.15.221 -- 28.15.241 and unless provided
otherwise by law, and unless the suspension or revocation
was for a cause which has been removed, a person whose
driver*s license or privilege to drive a motor vehicle 1in
this state has been suspended or revoked may not apply for
a new license nor may his driving privilege be restored
until the expiration of

(1) one month from the date on which the license
was suspended or rc “oked for a first conviction of the par—
ticular offense from which the suspension or revocation
resulted;

(2) three months from the date on which the li—
cense was suspended or revoked for a second conviction
within 12 consecutive months of the same offense f7.om which
the suspension or revocation resulted;

(3> one year from the date on which the license
was suspended or revoked for a third or subsequent con-—
viction within 12 consecutive months of the same offense
from which the suspension or revocation resulted; or

4) [Repealed; & 25 ch 77 SLA 1983.]



(b) A limitation, suspension, or revocation of a
driver®s license 1imposed by a court takes effect on the
date of final judgment, except that 1f another Ilimitation,
suspension, or revocation of license 1is in effect on the
date of final judgment, the effective date of the Ilast
imposed limitation, suspension, or revocation is at the end
of the last day of the previous limitation, suspension, or
revocation unless the court specifies otherwise.

(c) At the end of a period of suspension or limita—
tion, when that, limitation follows a suspension, the person
whose 1license has been suspended or limited may apply to
the department and, upon payment of the proper feef,
including a reinstatement fee of $100, be issued a
duplicate driver®s license if he 1is otherwise entitled to
the license under this title.

(d) At the e.id of a period of revocation or limita—
tion following a revocation, a person whose driver"s li—
cense has been revoked may apply to the department for the
issuance of a new license, but shall submit to
re-examination and pay all required fees, 1including a
reinstatement fee of $100.

(e) At the end of a period of limitation, suspension
or revocation under this chapter, the department may not
issue a driver®s license or a duplicate driven*"s license to
the licensee until he has complied with AS 28.20 relating

to proof of financial responsibility.






Alaska State Legislature

Speaker of the House of Representatives Sto Capto

iy : Juneau. Alaska 99811
Official Business (907) 465-3720

JANUARY 1984

MANDATORY INSURANCE LAW SURVEY

In October 1983, letters were sent to insurance commissioners
of all states and to Motor Vehicle Departments requesting an
update on "X insurance laws and an analysis of how they
were worki.

The attached is a general summary of comments from states
with mandatory laws. This report i1s not a complete listing
of all comments as many responses are very lengthy. This
report iIs designed to be representative of the comments
received. Copies of complete letters are: available from the
Speaker®s Office.

At the time of the writing of this report, responses had not
been received from all states, but a majority had responded.

The format of this report will be to list the question at the
top of the page. Comments from various officials will follow
and be noted as to source.



ARE ANY STATISTICS AVAILAPLE WHICH ILLUSTRATE THE BELIEVED
NUMBER OF UNINSURED MOTORISTS BEFORE YOUR STATE®S LAW TOOK
EFFECT COMPARED TO AFTER IT TOOK EFFECT?

At the time HB 2223 took effect in January 1983, 1t was
estimated that 33% of the 2,183,354 vehicles registered in
Arizona did not have insurance.

-Deloris Williamson Chief Dep. Dir. Ariz. Dept, of Ins.

The percentage has been reduced to less than 15% of registrants
from the 30% estimated before the law took effect.
-Juan Martin Division Director/ Arizona Motor Vehicle Div.

Prior to January 1, 1974 it was estimated there were
approximately 18 to 20% uninsured motorists in the state of
Kansas. Recent surveys have indicated that the percentage of
uninsured motorists is now about 8%.

-Fletcher Bell Kansas Insurance Commissioner

We feel the law 1s working and is enforceable since our
uninsured rate is approximately 6% compared to 18% prior to 1974
when compulsory no fault insurance was introduced.

-Robert Bugg Director Kansas Division of Vehicles

About 10% of the motorists involved in accidenhs prior to
January 1, 1975 were uninsured which compares to about 5% 1in
1982.

-William Kyle/ Minnesota Supervisor of Insurance Analysts

We estimate that the mandatory insurance law reduced the per
cent of uninsured drivers from around 14% to 6%. At times it has
been as low as 4*sh.

-David Moomaw Administrator Oregon Motor Vehicle Division

Since the curr,it law"s passage, the number of insured motor
vehicles on our states highways 1is now estimated to be anywhere
from 90-96%.

-John Richards Deputy Chief Insurance Commissioner

South Carolina

The number of persons reporting automobile 1insurance after an
accident is over 90% compared to 70% prior to January 1, 1982
when the compulsory liability law went into effect.

-Tom Bond Texas Insurance Commissioner

A recent report from the West Virginia Dept, of Motor Vehicles
indicated that 5% of West Virgina motorists are currently
uninsured. This report was based on accident report data.
Prior to the advent of compulsory insurance, the estimated
uninsured motorist ratio was in excess of 20%

-Richard Shaw West Virginia Insurance Commissioner



IN YOUR OPINION, IS YOUR LAW AND ENFORCEMENT EFFORT
ACCOMPLISHING THE JOB OF DECREASING THE NUMBER OF UNINSURED
MOTORISTS?

It 1s my opinion that the number of uninsured motorists 1is
significantly lower than i1t would be if mandatory automobile
insurance laws did not exist in Connecticut.

-Peter Gillies Connecticut Insurance Commissioner

The present law and it"s enforcement are helping to decrease the
number of uninsured motorists.
-Hugh Hardison Commissioner Georgia Dept, of Pub.Safety

It 1s my opinion that this law has decreased the number of
uninsured motorists on ldaho roads and that most victims of
accidents are now In a position to be compensated by the person
at fault in an accident.

-Trent Woods Director ldaho Department of Insurance

?e believe the law has served its purpose.
-Fletcher Bell Kansas Insurance Commissioner

In my t. :t opinion, the law is accomplishing the job.
-William Coleman Director Property and Casualty Division
Kentucky Dept, of Insurance

We do not recommend any changes in our statute since it is
working quite satisfactorily.
-Alan Mackey Registrar Massachusetts Registry of Motor
Vehicles

Uninsured motorists have apparently declined but no fault isn"t
necessarily designed to compensate victims.
-William Kyle Minnesota Supervisor of Insurance Analysts

We feel the administrative procedures being used are effective
in that we have an approximate 95% compliance with compulnory
insurance. Our experience with public reaction has been mixed,
""hose persons who are affected by the law who are 1in violation
feel that our administrative actions are too strong. The
opposite reaction comes from people who find themselves the
victim of accidents where they are involved with an uninsured
vehicle.

-Marlene Swanson Director Minnesota Driver and Vehicle

Services

We believe that enforcement efforts are decreasing the number of
uninsured motorists operating on our state highways. Yes we
believe the law is enforceable.

-Robert Griffith Field Force Bureau Chief

Montana Highway Patrol



WHAT EFFECT HAS A MANDATORY LAW HAD ON THE NUMBER OF MOTORISTS
WHICH ARE PLACED IN THE ASSIGNED RISK POOL AND ON THE RATES
CHARGED THOSE IN THE POOL?

There has been a decline in the assigned risk insurance volume.
-Richard Shaw West Virginia Insurance Commissioner

None.
-J.T. Langdon Wyoming Insurance Commissioner

We have very few policy holders in the Assigned Risk Pool. There
appears to be an excellent marketplace for substandard risks.
-Josephine Driscoll Oregon Insurance Commissioner



WHAT EFFECT HAS A MANDATORY LAW HAD ON THE NUMBER OF MOTORISTS
WHICH ARE PLACED IN THE ASSIGNED RISK POOL AND ON THE RATES
CHARGED THOSE IN THE POOL?

The number of motorists placed in the assigned risk pool has not
substantially increased and cannot be attributable to the 1impact
of the previously uninsured motorist.

-Deloris Williamson Chief Dep. Dir. Ariz. Dept, of Ins.

We did experience increases in the number of applications... in
1973 when mandatory insurance and no fault was enacted...
Since 1980, the numberof applications in the assigned risk plan
has leveled off and weare now experiencing a significant
decrease in the numberof such applications. The recent
substantial decrease in the number of applications for insurance
through the assinged risk plan cou"d be explained by the recent
entry into the voluntary market of three insurers willing to
underwrite sub standard risks.

-Peter Gillier Connecticut Insurance Commissioner

We have no information that the assigned risks pool premium have
been affected by this law.
-Trent Woods Director Idaho Dept, of Insurance

Immediately after the effective date of the law on January 1,
1974, a population increase was experienced in the assigned risk
pool. The increase in the assigned risk pool cannot be
correlated with the enactment of mandatory liability insurance.
In fact, recent data has indicated as much as a 41% decrease 1In
the pool®s population.

-Fletcher Bell Kansas Insurance Commissioner

The rates have changed very little since the no fault law went
into effect. | think the number of risks are down as reported
prior to 1975.
-William Colemen Director Property and Casualty Division
Kentucky Insurance Dept.

While the mandatory aspect of the law undoubtedly causes our
residual market to be more populated than non-mandatory states,
that population generally constitutes less than 3% of the total
auto insurance market iIn the state.

-Nancy Baerwaldt Michigan Insurance Commissioner

Doesn"t appear to have had an adverse affect. The pool is down
considerably since no fault went into effect.
-Willtam Kyle Minnesota Supervisor of Insurance Analysts

At first, the number of risks increased dramatically but over
the last several years, the number of risks in the pool has
decreased from 400,000 to about 125,000 which 1is about 2.2% of
the 5.6 million registered vehicles.

-Thomas Buzby Legislative Liaison

Pennsylvania Insurance Dept.



DO YOU BELIZE Th"E MANDATORY ASPECT OP YOUR LAW IS A DIRECT
INFLUENCE ON INCREASING PREMIUM COSTS FOR INSURANCE POLICIES?

The Department of Insurance has not yet seen any company rate
increases directly related to the loss experience or
underwriting expenses associated with the previously uninsured
motorist.

-Deloris Williamson Chief Dep.Dir. Ariz. Dept, of Ins.

I don"t believe that this mandatory liability has had any
influence on 1increasing premium rates for the average driver.
-Trent Woods Director Idaho Dept, of Insurance

The State of Kansas is experiencing increased premium costs. It
should be pointed out, however, that we feel the increase is
comprised of the increased cost of bodily injury and property
damage due to the inflation rate.

-Fletcher Bell Kansas Insurance Commissioner

The cost of auto insurance in Michigan 1is not prohibitive. I do
not believe the mandatory aspect of the law has caused costs to
rise.

-Nancy Baerwaldt Michigan Insurance Commissioner

It"s difficult tv determine if the rising cost of auto insurance
is attributable only to inflation or if the extra first party no
fault benefits also contribute.

-WilliamKyle Minnesota Supervisor of Insurance Analysts

No, generally the cost of the product remains the same.
-Thomas Buzby Legislative Liaison
Pennsylvania Insurance Dept.

We estimate the cost or "subsidy"™ 1incurred by each owner of an
insured motor vehicle is approximately the cost of one tankfull
of gasoline per year. We do not think this is an exorbitant
subsidy. Unfortunately, other factors besides the law have
driven up the cost of automobile insurance.

-John Richards Deputy Chief Insurance Commissioner

South Carolina

No, there has been no indication that compulsory insurance has
had any effect on premium costs.
-Richard Shaw West Virginia Insurance Commissioner

We have no reason to believe this law has had an influence
on increasing premium costs.
-Josephine Driscoll Oregon Insurance Commissioner

I do not believe mandatory insurance has had an appreciable
effect on auto insurance rates.
-David Elliott Delaware Insurance Commissioner



IN YOUR OPINION, IS YOUR LAW AND ENFORCEMENT EFFORT

ACCOMPLISHING THE JOB OF DECREASING THE NUMBER OF UNINSURED
MOTORISTS?

Yes, We feel that our compulsory law and enforcement procedures
are accomplishing the job of decreasing the number of uninsured
motorists 1In our state.
-Clifford Snedecker Director- New Jersey Division of Motor
Vehicles

We think the impact has been substantial based upon comments
from independent insurance agents. The decrease in the number
of uninsured motorists is evident.
-Bill Bruce General Counsel Oklahoma Dept, of Public
Safety

There 1s no question that the current compulsory statutes have
accomplished the goal of decreasing the number of uninsured
motorists on our highways on any given date.
-John Richards Deputy Chief Insurance Commissioner
South Carolina

The evidence we have indicates that the compulsory law is having
a desired effect toward reducing the number of uninsured
drivers. Through the yeau the percent of drivers involved in
accidents reporting liability insurance ranged between 70 and
75%. Shortly after enactment of the compulsory insurance law,
this percentage increased to over 92%.

-James Adams Director Texas Dept, of Public Safety

In my opinion, the statutes and the limited enforcement do
result in a greater number of motorists with adequate 1insurance.
-Dennis Nordfelt Superintendent
Utah Highway Patrol

I believe that our uninsured population is not greater than most
states who have compulsory insuran e.
-R_W. Skeen Colorado Motor Vehicle Admir,4strator

I believe mandatory insurance does increase the nunber of motor
vehicle accident victims that receive insurance benefits in
compensation for their loss.

-David Elliott Delaware Insurance Commissioner



WHAT EFFECT HAS A MANDATORY LAW HAD ON THE NUMBER OF MOTORISTS

WHICH ARE ILACED IN THE ASSIGNED RISK POOL AND ON THE RATES
CHARGED THOSE IN THE POOL?

There has been a decline in the assigned risk insurance volume.
-Richard Shaw West Virginia Insurance Commissioner

None.
-J.T. Langdon Wyoming Insurance Commissioner

We have very few policy holders 1in the Assigned Risk Pool. There
appears to be an excellent marketplace for substandard risks.
-Josephine Driscoll Oregon Insurance Commissioner



DO YOU FAVOR REPEALING THE MANDATORY LAW IN YOUR STATE?

We would not be in favor of repealing the mandatory 1insurance
law. We feel that, however small, the new law is a step in the
right direction and we do see the continual upgrading of our
goal for voluntary compliance by our citizens.

-Robert Griffith Field Force Bureau Chief

Montana Highway Patrol

The division opposes repealing mandatory auto insurance. We
believe that amending our existing statutes 1is the propp"
response to high rates, not a return to an entirely voluntary
system.
-Clifford Snedecker Director New Jersey Division >f Motor
Vehicles

No, t.ie reason 1is the program has been effective and causes
irresponsible people to have insurance in the event of an
accident thereby giving the victims some type of protection.
-Robert Pruett Director
North Carolina Vehicle Registration Section

We do not favor repealing the mandatory auto insurance law as it
now exists. Our law is inexpensive to administer and reasonably
effective.

-David Moomaw Administrator Oregon Motor Vehicle Division

I would not be in fa\0l of repealing our law....l1 firmly believe
that most Utahns comply with the statute simply because it 1is
the law and they are required to certify their adherence
annually.

-Dennis Nordfelt Superintendent

Utah Highway Patrol

I see no reason to repeal the mandatory auto insurance in this
state in that it does seem to have a positive effect and the
administrative costs are not believed to be burdensome.

-R.W. Skeen Colorado Motor Vehicle Administrator



DO YOU BELIEVE YOUR STATE®"S LAW HAS PLACED AN UNFAIR BURDEN ON
INSURANCE COMPANIES TO COMPLY WITH THE LAW...SUCH AS INCREASED
PAPERWORK?

Insurance companies have not indicated to the Department of
Insurance that an unfair burden has been placed on them to
comply with the law.

-Deloris Williamson Chief Dep. Dir. Arizona Dept, of Ins.

I do n"-= ~lieve that Connecticut®"s compulsory insurance law has

place unfair burden on insurance companies in complying with
its r ements.
- ..er Gillies Connecticut Insurance Commissioner

It 1s my opinion that this law has had no adverse affect on the
insurance industry in idaho nor has i1t been a burden for those
companies involved to comply with any aspect of the law.

-Trent Woods Director Ildaho Dept, of Insurance

No.
-Fletcher Bell Kansas Insurance Commissioner
-William Kyle Minnesota Supervisor of Insurance Analysts
-J.0. Wigen North Dakota Insurance Commissioner
-J.T. Langdon Wyoming Insurance Commissioner
-Josephine Driscoll Oregon Insurance Commissioner

Not at this time.

-William Coleman Director Property and Casualty Division
Kentucky Insurance Dept.

To the best of my knowledge, our law has not caused increased
paperwork for 1insurance companies or for the state.
-Nancy Baerwaldt Michigan Insurance Commissioner

No, we believe the insurance companies have a moral obligation
to do the necessary paperwork or any other work dictated by a
mandatory insurance law.

-Thomas Buzby Legislative Liaison

Pennsylvania Insurance Dept.

We do not believe the current law has placed an unfair or
unreasonable burden on insurance companies licensed to transact
automobile insurance in our state.

-John Richards Deputy Chief Insurance Commissioner

South Carolina

We have no evidence of an unfair paperwork burden being placed
on insurers due to compulsory liability insurance.
-Tom Bond Texas Insurance Commissioner

No, the 1increased paperwork is offset by the increased
automobile insurance business generated by the law.
-Richard Shaw West Virginia Insurance Commissioner



DO YOU BELIEVE THE MANDATORY LAW IN YOUR STATE HAS LESSENED THE
COMPETITIVENESS OF THE INSURANCE INDUSTRY IN YOUR STATE OR
DRIVEN POTENTIAL INSURANCE BUSINESS OUT OF THE STATE?

If anything, the competition has increased in Arizona
Our marketplace is extremely competitive in all lines.
-Deloris Williamson Chief Dep. Dir. Arizona Dept, of Ins.

I do not believe that Connecticut®s compulsory insurance law has
lowered the competitiveness in the Connecticut insurance
industry nor has it driven potential insurance business out of
this state.

-Peter Gillies Connecticut Insurance Commissioner

It has been a positive influence on increased competition.
-Trent Woods Director |Idaho Dept, of Insurance

No.
-Fletcher Bell Kansas Insurance Commissioner
-William Coleman Director Property and Casualty Division
Kentucky Insurance Dept.
-William Kyle Minnesota Supervisor of Insurance Analysts
-J.0. Wigen North Dakota Insurance Commissioner
-Josephine Driscoll Oregon Insurance Commissioner

No. The level of competition amcng insurers seems to be keener
than 1in years past.

-Thomas Buzby Legislative Lvaison

Pennsylvania Insurance Dept.

We do not believe the mandatory law has lowered the

competitiveness of the insurance industry in South Carolina.
-John Richards Chief Deputy Insurance Commissioner
South Carolina

There 1is neither an indication of a lack of competitiveness nor
insurers leaving the state due to the compulsory liability
insurance law.

-Tom Bond Texas Insurance Commissioner

No, there has been an increase in t'ne number of automobile
insurance filings submitted to the West Virginia Insurance Dept.
-Richard Shaw West Virginia Insurance Commissioner

Delaware enjoys a very competitive auto insurance market. The
mandatory law had had nc detrimental effects on the availability
of 1Insurance.

-David Elliott Delaware Insurance Commissioner



I '
DO YOU BELIEVE THAT Ri JUIRING COMPANIES TO OFFER UNINSURED AND
UNDERINSURED COVERAGE IN LIEU OF A MANDATORY LAW IS THE WAY TO
ADDRESS THE PROBLEM OF THE UNINSURED MOTORIST?

We do not view either coverage as definitively addressing the
problem of uninsured motorists.
-Fletcher Bell Kansas Insurance Commissioner

Uninsured or underinsured coverage for property damage is found
ir -""me states, but has not met with much favor 1in Minnesota.
Premia..: costs may tend to get prohibitive when property damage
coverage for uninsured motorists is mandated.

-William Kyle Minnesota Supervisor of Insurance Analysts

The Texas Legislature evidently felt that Uninsured/Underinsured
Motorist Coverage approach was not sufficient.
-Tom 3ond Texas Insurance Commissioner



GENERAL COMMENTS

Regardless of the ability to enforce this law, having the law on

the books and the potential for strong enforcement is better

than not having anything to promote financial responsibility.
*Trent Woods Director Idaho Dept, of Insurance

I believe our system is an excellent one and has served our
citizens well.
Nancy Baerwaldt Michigan Insurance Commissioner

We believe there will be a significant increase in the number of
insured drivers because of this legislation. The message 1is
clear..anyone attempting to drive without insurance should know
when they get caught..they will pay a heavy price.
-Rep. Michael Stinziano on new Ohio law to take effect
1/1/84

The South Carolina Insurance Commission is on record as
supporting the retention of our mandatory compulsory automobile
insurance law. It is felt that each driver should be
financially responsible for his own actions and that innocent
victims of the negligent acts of others should be rightly
compensated.

-John Richards Deputy Chief Insurance Commissioner

Sou”h Carolina



"k *
COMMENTS FROM ALASKA POLICE CHIEFS

ALASKA POLICE CHIEFS were asked to comment on the need for a
mandatory insurance law. The following are edited responses.

HB 7 is long overdue. The uninsured motorist creates a totally
unnecessary burden for the other users of the roadways. [
certainly feel that passage of HB 7 would be in the best
interests of the state.

-Brian Porter Anchorage Police Chief

I am in favor of this type of legislation. It 1s quite common
in bush Alaska that people own and operate vehicles without
insurance. It is also very common to investigate accidents
where people find there 1is no insurance covering the drivers of
the vehicles involved. This leaves many people with no option
except civil court to attempt to gain restitution.

-Thomas Varnell Bethel Police Chief

I support the general concept of requiring motor vehicle
insurance for all drivers in the State of Alaska. |1 believe
uninsured motorists co”t the citizens of Soldotna and the State
of Alciska an inflated insurance premium as well as inconvenience
and hardship.

-Duane Udland Soldotna Police Chief

I was pleased to read of the house bill which would require
proof of insurance to register a vehicle. I firmly believe that
this type of procedure coupled with a penalty i1s one step toward
protecting the public from the uninsured motorist. I"m only
sorry i1t didn"t pass both houses and become law.

-Art LeTourneau Sicka Police Chief

I firmly believe that motorists seeking to register their
vehicles in the state of Alaska should show proof of liability.
It 1s very discouraging for insured motorists to be a victim of
a motor vehicle accident only to find that the other motorist
causing the accident does not have insurance nor do they have
the means to pay for the damages or costly medical expenses for
which they are responsible.

-Joseph Ciraulo Juneau Police Chief

I would be in support of efforts to enact a mandatory liability
insurance law. A high percentage of our motor vehicle accidents
involve persons without liability insurance.

-Edgar Martin Kodiak Police Chief

I am in favor o” this mandatory law. It appears to me that
about 40% of our citizens are left holding the bag when their
auto 1s damaged by an uninsured motorist.

-William Bagron Cordova Police Chief



ALASKA POLICE CHIEF COMMENTS cont.

I would venture to say that the estimate of the Division of
Insurance that 40% of the motorists are uninsured 1is
conservative at best. I think it may be as high as 50%.

It has been my observation and opinion over the past 11 years as
Police Chief of Homer that innocent people are getting killed
and injured and losing thousands of dollars by automobile

accidents with uninsured drivers.

-Michael Daugherty Homer Police Chief
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|lgr™ are the three areas of concern you had for the House version of
HB7.

()/ the affect of the house version on low-income residents;

Only one state addresses this problem,
program provides
assistance.

Hawaii. Their
insurance for people on public

I asked Sheila about the cost-assistance approach.

Senator Eliason told her not to look into it.

[ \) the one year license suspension; y

Attached is the amendment as written by Dept, of Law,
and provided by Jeff Day.

the reinstatemaui. mtom

You wanted to lower_t.he reinstatement fee fromJL100 to
$50.



PROPOSED CS FOR SECTION 13,
SEC. 28.22.240, AND SEC. 28.22.260
OF 4/6/84 DRAFT OF CONFERENCE CS FOR HB 7

Sec. 28.22.240. ADMINISTRATIVE SUSPENSION OF DRIVERS * LICENSES,
€)) IT a person fails to provide proof that motor vehicle liability
insurance or a certificate of self-insurance was in effect at the time
of an accident or when the person was charged with a violation of a
traffic law described 1n AS 28.22.210, the department shall suspend
the driver®s license of that person for the following periods:

@D not less than 90 days if, within the preceding 10
years, the person has not previously had their license suspended for
violation of AS 28.22.200;

(2 not less than one year 1if,within the preceding 10
years, the person has previously had their license suspended one or
more times for violation of AS 28.22.200.

(b) The suspension shall be consecutive to any other suspension
required by law or imposed by a court.

(c) The department may grant limited license privileges for work
purposes only to a person whose license has been suspended under
AS 28.22.240, if

(1) that person has filed proof of financial responsibility
for thefuture as required by AS 28.22.260;

(2) that person has not had their license suspended two or
more times under AS 28.22.240 in the preceding 10 years;

(3) the department determines that the person®s ability to
earn a livelihood would be severely 1impaired if ., limited license
privilege is not granted; and

4) the department determines that a limitation can be
placed on the license that will enable the person to earn a livelihood
without excessive danger to the public.

(d) The department 1imposing a Ilimitation under this section
shall

(1) require the surrender of the driver®s license; and



(2) Issue to the licensee a certificate valid for t
tion of the limitation.

(e) After the termination of a limitation as shown on the cer—
tificate issued under (d) of this section, the license of a person on
whom a limitation was imposed is suspended until the person receives a
new license iIn accordance with AS 28.15.211(c).

(f) The department shall notify the licensee that the suspension
becomes effective 30 days from the date of the notice and that the
licensee has the right, within the 30-day period, to make an oral or
written answer controverting any point or 1issue, or to present evi-—
dence and arguments for the consideration of the department.

() Upon receipt of an oral or written answer from the licensee,
the department shall make findings on the matter under consideration
within 15 days and shall notify the person involved of i1ts decision in
writing by certified or registered mail. IT the department®s decision
IS to sustain an action against the licensee"s driver®s license, the
department shall notify the licensee of the opportunity for a hearing
under AS 28.05.121- 28,05.141. Suspension of a person®s license is
stayed until final disposition of the hearing under this section.

Sec. 28.22.260. PROOF FOR THE FUTURE. (a) A person whose
license 1s suspended under AS 28.22.240 must file proof of financial
responsibility for the future under AS 28.20 before full driving
privileges may be restored or limited license privileges are granted
under AS 28.22.240(c).

(b A filing of proof of financial responsibility under AS 28
shall be required for a period of three years following expiration of

the suspension of license under AS 28.22.240.



Speaker of the House of Representatives St Captol

- . Juneau, Alaska 99811
Official Business (907) 465-3720

April 17, 1984

To: Senator Dick Eliason
Senator Bob Mulcahy
Senator Vic Fischer

Rep. Charlie Bussell
Rep. Ron Wendte
Rep. Joe Hayes

From: Jeff Day

Re: Proposed amendment on license suspension

Attached is a proposed substitute regarding the section on
license suspension which has been drafted by the Department
of Law.

Under the current House proposal, licenses would be
suspended for one year for not being able to demonstrate
proof of insurance. Limited driving privileges could be
granted at any time.

The proposed amendment would change that in the following
way :

First offense would have license suspension of 90 days.

Second offense would have a minimum cf one year 1if the
secom offense occurs within ten years of the first
offense.

Limited license privileges may be granted at any time if
the person first files proof of financial responsibility
and has not had the license suspended more than twice for
failure to have insurance. Limited privileges would not be
avaitlable to a person who has had a license suspended three
times in ten years for failure to carry 1insurance.

The length of suspension generally follows the concepts
used in the drunk driving law passed last session.



Speaker of the House of Representatives St Captol

- . Juneau, Alaska 99811
Official Business (907) 455-3720

April 17, 1984

To: Rep. Joe Hayes
Rep. Charlie Bussell
Rep. Ron Wendte

Sen. Dick Eliason
Se/n. Bob Mulcahy
Sen. Vic Fischer

From: Jeff Day
Assistant to the Speaker

Re: Low Income Motorists

On April 11 1 was instructed to investigate whether other
states have implemented programs or provisions which
specifically relate to making the cost of auto insurance
affordable to the low income motorist. Since that time |
have contacted a number of state insurance departments and
Insurance and consumer organizations. The results and
contacts are listed below.

SUMMARY

10 state insurance departments were contacted as well as
several industry research organizations and an insurance
consumer organization. Only 1 state reported that a specific
program had been instituted aimed at the low income driver.
This was Hawaii, and i1t was further stated that the program
Is not working as intended and is opposed by the insurance
industry.

A common reaction was that it was difficult to assess the
impact of mandatory auto insurance on low income drivers or
whether the cost was prohibitive. Some responded that i1t was
a problem. Others said the competitive market affords a wide
variety of coverages and prices. Some responded that the
cost of i1nsurance comes with the cost of operating a motor
vehicle.



-2-

Hawaii®s program gives free insurance to persons on public

assistance. (See Hawaii section for details) The effect is
to have the regular paying consumer bear the cost of
providing insurance to low income drivers. So while low

income drivers get insurance, the cost under this progranm,
will rise for the average consumer who already buys
insurance.

There was one reaction which said that it would seem more
appropriate to increase welfare payments 1in general rather
than create a specific program to address insurance for low
income residents. Several said that factors 1in determining
rates play the largest factor in the cost of insurance and
we should examine our laws related to rate making for
possible changes. North Carolina, for example, has
eliminated age, gender and marital status as rate factors.
Instead that state uses a merit rating system which bases
premium cost on driving records. This has tended to lower
rates for young males..at least those with good driving
records.

One reaction that was voiced several times 1is that the
marketplace generally all>ws a wide variety of coverages and
there are a number of actions a person might take to lower
insurance costs. These include increasing deductibles and
not buying collision or comprehensive coverage if it"s an
older car. The number and types of cars insured plays a
role. For example, if a family has fewer cars, the cost of
insurance will be less. I have attached some information
from the Ohio Insurance Institute which expands on this
subject.

In conclusion, | have not discovered a workable solution to
address the low income driver. I believe the industry
reaction will be in opposition to a subsidy. First, there
is not a consensus on whether a large segment of the
population will truly be financially affected by a
requirement to buy 1insurance. Additionally, there are some
philisophical questions to be considered as to whether
persons who operate cars should be expected to pay for
insurance as part of the cost of operation or whether they
should seek other alternatives as transit or car pooling if

they do not desire to pay the cost of insurance. In
general, the cost of insurance may be prohibitive for some
individuals...however, determining who vhey are may be

difficult. The question of providing a sibsidy "or auto
insurance raises a number of philisophical ques> ons both on
a legislative and industry level. It may be more appropriate
in the near future to explore options to make changes 1in
rating mechanisms to ensure the lowest possible rates are
consistently available.

Paraphrased comments from agencies which were interviewed
follow.



The following is a summary of the interviews conducted.

All Industry Research Advisory Council
Oak Brook, I1llinois

312-920-1177

Don Seagraves

Most states have addressed the high risk driver as
opposed to the low income motorist. He knows of no specific
plan addressing low income drivers. Most protests come from
the middle income driver and legislative efforts have been
directed at solving problems in this area. The general
position of the industry and rating bureaus is that the cost
of the product should be reasonably related to the
experience of the group insured, (i.e. high risk drivers
should pay higher premiums.)

When you depart from that concept you lose general
competition by calling companies what to charge. The
companies resent that. Any subsidy causes a distortion 1in
that competitive market.

Rather than provide a specific program for payment of
auto iInsurance, he suggested that it be treated as welfare.
If the person requires more money to have the necessities,
then welfare payments should be increased...not creation of
a specific insurance subsidy.

The number of people for whom auto insurance 1is truly
unaffordable 1is very small.

Competition keeps the marketplace healthy and produces
a wide variance iIn rates. There are many factors people can
do to lessen the cost of insurance such as the number and
type of vehicles insured. * * * * *

National Association of Independent Insurers
Illinois 312-297-7800
Terry Tyrpin

Not aware of any program which specifically addresses
low income drivers. Competition is the most normal
procedure for providing rate flexibility and i1t provides the
best rating environment. Every state has different laws and
nuances which affect rate setting. There are many programs
for high risk but he was not aware of programs for low
income drivers. There is no model legislation he 1is aware
of designed specifically to make car insurance more
affordable for low income motorists.



National Insurance Consumer Organization
344 Commerce Street

Alexandria, VA 22314 * 703-549-8050
Bob Hunter, Director

The problem of low income drivers presents a Catch 22. On
one hand, the cost of insurance may present a hardship. On
the other hand, the low income driver needs some means of
financial protection in case of an accident, especially if
the person has no assets. Some states mandate
un/underinsured coverage. Hawail gives low Income persons
free insurance.

He noted the uninsured motorist provision in Virginia which
allows uninsured motorists to pay $200 at the time of
registration if they don"t have insurance. He also noted
that $200 is more than the cost of insurance in most cases
so this does not really address the problem.

The rating process in each state will have the greatest
effect on the price of insurance and laws relating to rates
should be addressed to assure good rates...(i.e. whether
investment income 1is used in calculating rate base.)

NICO also did a study of all compulsory law states and
determined that there was no correlation between the
increase in premium cost and passage of compulsory laws.

Arizo- Dept, of Insurance
Delcris Williamson
602-255-5422

There is no specific low income program in Arizona. The
market is competitive in all lines.._particularly auto. Since
enactment of the law, there have been no problems related to
low income drivers.

Prior to enactment a survey was done to see if a state
subsidized low income drivers...none was found. There was
some initial concern of the effect of the law on low 1income
drivers, and the Governor received a few inquiries on the
subject. However, there have been no problems with the
effect of the law.

Idaho Dept, of Insurance
Trent Woods Commissioner
208-334-2250

He condjcted a survey of premium costs and found coverage
available at about $40 for a six month period. There 1is no
indigent rating system and he doesn"t understand why anyone
would ever have such a plan. Idaho is open competition and
avatlability of low cost insurance is not a problem.



Illinois Insurance Dept.
217 782 7446

Janet Frye

Never heard of any program designed for low income
drivers....public or private. Open competition states tend
to have affordable rates. Not aware if the cost of auto
insurance presents a hardship in Illinois. It may be
expensive for those who have poor driving records. IT they

are unable to afford insurance, why do they afford a car in
the firs"; place? If the industry subsidized low income
motorists, there would likely be a reverse effect on the
consumer who pays full premium as that person might have
increased premiums to make up for the low income subsidy.

Minnesota Insurance Dept.
612-296-69" 1
William Kyle/ Supervisor of Insurance Analysts

No program in Minnesota designed as a subsidy 1is in place.
Not awai» of any state with such a program. There may be a
problem for the low income or youthful driver. But. there is
little documentation iIn Minnesota to show that mandatory
insurance has created any problems for low income drivers.

North Carolina Insurance Dept.
Richard Price
919-733-7343

No specific subsidy program in place. However, there are
other rating factors in North Carolina which affect che

price of insurance for some groups. North Carolina does not
allow factors as age, gender or marital status in
determining rates. Instead a merit rating system is used

where everyone :is charged a flat rate which is then
increased depending on the number of accidents and
violations a person may have. This tends to lower rates for
persons under 25, particularly males. The mandatory law has
created no problems for low income drivers and may have the
effect of lowering therates by expanding the base of the
number of people insured. North Carolina takes a strict
stance on rate making. A mandatory law would be good for the
people of Alaska.

Oregon Insurance Dept.
Bill Haskell
503-378-4271

No such law or plan for low income drivers 1in place.
Insurance is a problem for youthful drivers with poor
driving records. He sees no solution outside of
subsidization.



Texas Insurance Dept.
Den O"Brien, Director of Auto Insurance
512-475-3486

Insurance cost may be a problem for low income drivers. He
has heard Hawaiil may address that problem in some way. Texas
recently changed minimum limits for financial responsibility
and also made changes to the assigned risk pool which
accounts for some rate increase.

West Virginia Insurance Dept.
Cheryl Davis/Wanda Smith Consumer Services
304-348-3386

No program designed to maJ- mit more affordable for low
income drivers. WV is a prior approval state. No idea
whether the cost presents a problem for low income drivers.
The cost of insurance will cause a hardship on some people,
but i1f you can afford to own a car, you should be able to
afford insurance. Many low income drivers often have poor
driving records and need insurance the most. There was chaos
when the mandatory law first went into effect, but it is
working well now and is achieving desired results.

Ohio Insurance Institute
Bill Fletcher
614-228-1593

Noted that Hawaiil may have a subsidy program. Ohio is an
open competiti . state which creates a wide variety of
coverages and rates. He noted that Nationwide just dropped
It's premiums by 10%. The cost of insurance for low income
drivers 1s not a severe problem. People are starting to shop
around. Ohio makes a strong effort to educate the public to
shop around and not take the first policy offered.

Hawaii
Allen Gushiken
808-548-5450

Hawaii 1s a mandatory no fault state. Since the mandatory
law was enacted in 1974, there has also been a program to
pay for the insurance of persons of public assistance.
Hawaii has a joint underwriting plan.

All companies who do business in Hawaii must be part of the
plan. 8 of the largest carriers are the service agents fry
the plan.

When a person 1is determined to be qualified for public
assistance, it includes auto 1insurance.
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Hawaii (continued)

The person is given a certificate to take to one of the 8
service agents who agree to cover the person at minimum
limits. No premixims are payed by anyone for the indigent
person.

If the premiums taken in by the 8 service carriers from
insuring non-indigents are not sufficient to cover claims
filed by indigents, all other insurance companies are
assessed on a pro rata basis to make up the difference.
When the plan was enacted i1t was expected that the premiums
taken in from covering other people would more than make up
for the cost of claims filed by indigents who were given
free insurance. This has not been the case.

In 10 years this has amounted to about 8 million dollars
which has been assessed to all insurance companies in the
state.

The net effect of assessing other companies for claims by
indigents 1s an increase for normal customer policies since
the cost of the product is related to the cost of delivering
service on claims. The intent of the plan was to be self
supporting when it was enacted. It has never worked that
way. The insurance industry does not like the underwriting
plan. There have been attempts to eliminate i1t but none have
succeeded yet.

Virginia
804-786-3667

Has a concept called tho uninsured motorist fund which
allows an uninsured person to pay $200 at time of
registration as opposed to having auto insurance. See nctes
under National Insurance Consumer Organization for more
details.
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COMPULSORY MOTOR VEHICLE LIABILITY INSURANCE
Summary

Compulsory insurance laws require all owners of
motor vehicles to buy and maintain insurance as a
condition for registering their vehicles. Such iInsur—
ance has been urged as a solution to the problem of
financially improvident motorists. More than 20 percent
of Illinois motorists and 50 percent of Chicago motor—
Ists may be without 1insurance.

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

Over® 30 bills providing for compulsory liability
Insurance coverage have been introduced 1in the Illinois
General Assembly since 1971, out none have been adopted.
Compulsory 1insurance was also provided for in several
"no-fault” 1insurance proposals, *

One of the major problems with compulsory insurance
is that of enforcing the law requiring motorists to
maintain 1insurance coverage throughout the registration
period. Some states have adopted procedures to confis—
cate driver®s licenses, license plates, and registration
certificates of those failing to maintain insurance 1in
addition to other penalties.

Proponents believe that only through compulsory
insurance will there be any compensation available for
wrongful injuries or property damage in motor vehicle
accidents. Opponents argue that compulsory insurance
laws would be 1ineffective or too costly and could
Increase pressure on government to further regulate or
even supplant private 1insurance.

Staff Attorney
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Compulsory motor vehicle insurance laws require
every application for the registration of a motor
vehicle to be accompanied by proof that the vehicle is
covered by a liability policy or other form of
protection against the legal liability that may arise 1in
connection with 1ts operation. The registration will
not be granted without such proof. Notice that the
coverage has been cancelled results in a revocation of
the registration, and operation of a noncovered
automobile leads to driver®s license suspension or
revocation, and usually to criminal penalties.

According to Illinois Department of Insurance
figures, 21 percent of registered private passenger
vehicles in Illinois iIn 1978 were uninsured, and over
half of such vehicles in Chicago were uninsured.”

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

Illinois Proposals for Compulsory Insurance

Illinois has had a financial responsibility law
since 1938. It requires persons who have failed to
satisfy a judgment for any liability from a previous
accident to furnish "proof of financial responsibility
for the future" 1in amounts of $15,000 for injury or
death to one person; $30,000 for injury or death to two
or more persons; and $10,000 for property damage.2
This has been criticized because it does nothing to
protect against harm from the first accident.

Since 1971 the Illinois General Assembly has
considered over 30 bills which would require compulsory
automobile 1insurance on a broad or limited basis. None
of these measures became law. Main provisions of the
proposals are shown in Table 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 ":ulti-year license plates.



Table 1

Proposed Legislation for Compulsory Automobile Insurance
for Illinois, 1971-1982

Year and Required minimum
bill no. liability coverage* Penalty**
V
1972 H.B. 4344 $10,000/$100,000/55,000 maximum $1,000 fine or 1 year
imprisonment
1973 H.B. 243 20,000/ 40,000/ 5,000 not specified

and H.B. 617

3973 H.B. 950 10,000/ 20,000/ 5,000 petty offense; license and
registration may be revoked

1974 H.B. 2414 not specified net specified
1975 H.B. 3062a/ 10,000/ 20,000/ 5,000 Clasi C misdemeanor; license
and S.B. 1500 and registration may be
revoked
1977 H.B. 545 10,000/ 20,000/ 5,000 Class A misdemeanor; license may

be revoked 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. 923 20,000/ 50,000/ -—— license may be suspended

1977 H.B. 1234 10,000/ 20,000/ 5,000 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
jnd registration may be
revoked

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

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

1979 H.B. 2443 not specified not specified

and S.B. 117

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

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



Year Bnd Required minimum

bill no. liability coverage*

1981 H.B. 9 $10,000/520,000/$5,000
and S.B. 90

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

15,000/ 30,000/10,000

1981 H.B. 332 requires no-feult bene—
fits and maintains
current safety re-

msponsibility lew

1981 S.B. 151 not specified

1981 S.B. 152 not specified

1981 S.B. 969 10,000/ 20,000/ 5,000

1982 H.B. 2324
and H.B. 2573

15,000/ 30,000/10,000

1902 H.B. 2478 requires no-fnult bene—
fits ond repeals
safety responsibility
Tow

1982 S.B. 1280 10,000/ 20,000/ 5,000

*The first figure is the minimum coverage fo." bodily
bodily injury or death to two or more
persons in the name accident, and the third i"igure

the second figure is the minimum coverage fo

property damage.

eeThe penalty is for driving without the required

</h .B. 3062 was substituted for H.B."s 1764, 1835,

Source: Examination of billo by Legislative Council

Mcjd /QLrt

Penalty*

Class A misdemeanor

Clbbs A misdemeanor

revocation or suspension of
driver®s license and
vehicle registration

not specified

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

suspension of driver"s license
and vehicle registration

Class A misdemeanor

revocation or suspension of
driver®s license and vehicle
registration

suspension cr revocation of
driver®s license and motor
vehicle registration; and for
first offense, 575 fine; second
offense, 5200 fine

injury or death to one perBon,

is the minimum coverage for

liability msuronce.

1866, ond 2719.

otoff.



Laws in Other States

W)
Twenty-nine states have compulsory motor vehicle
insurance laws. Indiana and New Mexico have also passed
compulsory motor vehicle insurance laws. However,

Indiana®s law does not go into effect until January 1,
1983, and New Mexico"s does not go into effect until
January 1, 1984. Generally, motor vehicles will not be
registered 1in the state unless the application for
registration is accompanied by proof of ability to
respond in damages up to limits of, for example,
$20,000, bodily injury”or death to one person; $40,000,
bodily injury or death per accident; and $5,000,
coverage for property damage.

No-fault insurance laws have been established 1in
20 states with compulsory liability insurance laws.
No-fault 1insurance 1is protection policyholders receive
from their own 1insurance companies to compensate thenm
for economic loss suffered as a result of motor vehicle
accidents, regardless of fault. All states that have
no-fault 1insurance laws still have liability insurance
provisions because no-fault beneficiaries have the right
to sue negligent parties when no-fault benefits are
inadequate or serious 1injury results. Thus, drivers 1in
states with no-fault laws need liability coverage.

Examples of Procedures Followed in Enforcing
Compulsory Insurance Laws

AlIl of the states having compulsory insurance laws
provide for penalties against those who fail to maintain

the required insurance. The problem of enforcing the
requirements of maintaining 1insurance coverage 1S one
that plagues administrative agencies. Some states have

enacted procedures to be followed by insurance companies
and administrative agencies in order to insure that
motorists maintain insurance coverage through the
vehicle registration period. Some examples of these
procedures are described below.

States with compulsory motor vehicle insurance laws
generally require the iisurer to notify the commissioner
of motor vehicles that the insured has cancelled or
failed to renew the insurance policy. Upon receipt of
such notification, the state acts to revoke or suspend
the operating license or the registration plates unless
the owner or driver licensee provides satisfactory
e/idence that another 1insurance policy has been
oatained.



Table 2

Compulsory Liability Insurance Coverage Requirements and Penalties, 1902

Required miriimun

State coverage* Penalties**

California $15,000/530,000/$% 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/ 20,000/ 5,000 $150 to $1,000 fine

FloridB 10,000/ 20,000/ 5,000 license and registration suspended

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

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

Idaho 10,000/ 20,000/ 5,000 % _demeanor

Indiana 25,000/ 50,000/ 10.000 < .sdemeanor

(Eff. 1/1/83)

Kansas 25,000/ 50.000/ 10,000 misdemeanor

Kentucky 10,000/ 20,000/ *5,000 $50 to $500 fine

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

Maryland 20,000/ 40,000/ 10,000 misdemeanor

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/ 50.0CD/ 10,000 misdemeanor

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

Nevada 15,000/ 30,000/ 10,000 not less than $100 nor more th->n $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/ 307000/ 5,000 misdemeanor

(Eff. 1/1/B4)

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

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

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

Oklahoma 10,000/ 20,000/ 10,000 up to $100 fine and liconse suspended

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

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

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

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

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

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

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

¢The firot figure is the minimum coverage for bod.ly injury or death to one person,
the aecond figure is the minimum covercge for bodily injury or death to two or more
persona in the some accident, and the third figure is the minimum coverage for
property damage.
**The penalty ia for driving without the required liability insurance.
e**In New York coverages for death of one person is $50,000 and for death to two or
more persons 1is $100,000.
Note: States with no-fault 1insurance are shown in boldface type.
Source: Listed in Appendix A.



In Georgia, for example, the 1insurance company must
notify the public safety department within 5 days after
the effective date of cancellation of required coverage.
The state suspends the driver®"s license and the license
plates for a period of 60 days and until proper proof of
required 1insurance has been filed.

Kansas law states that no liability policy can
be terminated during th.e policy period either by
nonpayment of premiums or at the request of the insured
unless the insurer notifies the vehicles division in
the revenue department, within 20 days after the
termination for nonpayment or within 20 days after
receipt by the insurer of insured®"s cancellation
request. When the division receives such notice from
the insurer, the division must notify the owner by
registered or certified mail that, 30 days after the
notice 1is mailed, the registration will be revoked for a
period of 60 days, unless within those 30 days the owner
demonstrates proof of financial security. Upon Tfailure
to furnish such proof, registration of the vehicle will
be revoked and the driver®s license suspended.

In Maryland each 1insurer 1is required to immediately
notify the transportation department of the termination
or other lapse of required security. The department
is required to make a reasonable effort to notify the
insured that the registration of the vehicle has been

automatically suspended. Within*48 hours after
receiving the suspension notice the driver must
surrender evidence of registration. If the driver

refuses to return the evidence of registration, the
driver®s operating license may be suspended.

Massachusetts law requires the 1insurer to give
written notice to the public safety department of the
cancellation of the insurance policy. The registrar
may revoke the registration unless, at least 2 days
before the effective date of cancellation, the registrar
receives a new certificate of insurance covering the
motor vehicle.

New York also requires the insurer to notify the
commissioner of motor vehicles of the termination of
an insurance contract. The commissioner 1is required to
revoke the registration of the vehicle upon receipt of
evidence that the 1insurance policy 1is no longer 1in
effect.

North Carolina law requires notice of cancellation
by the 1insurer to the transportation department, whether
the cancellation is by the 1insurer or by the insured.
The owner 1is required to surrender the certificate of
registration and license plates for 60 days unless



financial responsibility is maintained 1in some other
manner acceptable to the department.

The registration and plates may be restored within
the 60 day period if financial responsibility is
certified to the division. A $60 restoration fee 1is
charged. During the suspension period the car may not
be registered in the name of an immediate family member.
Failure to report the termination of an insurance policy
results in a $200 civil penalty.

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

Upon receiving information that the policy has been
terminated, the department will suspend the registration
and plates and,, within 15 days, 1initiate action to
repossess the registration certificate and plates. If
the owner refuses to surrender the registration, the
department 1is required to take physical possession of
the registration and plates and hold them until proof of
insurance coverage 1is received. A reinstatement fee of
$25 must be paid. Any person failing to return the
registration and plates 1is subject to a fine of $100 or
imprisonment for 30 days. Sale of the vehicle to a
family member carries a similar penalty.

Arguments For Compulsory lInsurance

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

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



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

Compulsion is an element that is inherent 1in any
plan to comba*- the financially irresponsible motorist.
Compulsory insurance provides a direct answer while
other approaches are covert methods of forcing motorists
to have insurance. If it is wise to establish financial
responsibility after an accident, why not before?

Only through compulsory insurance will there be any
substantial elimination of the possibility of lack of
compensation for wrongful 1injuries in automobile
accidents.

Compulsory automobile insurance of general
application 1is merely an extension of earlier laws
requiring a showing of Tfinancial responsibility for such
classes as young motorists, the owners and operators of
buses, taxicabs, car rental services, and the like.

A Gallup Poll taken on the question of compulsory
automobile insurance 1in 1965 indicated that a majority
of the nation"s adults favored 1it. The nationwide
findings were as follows: 53 percent favored compulsory
insurance; 42 percent opposed 1it»; and 5 percent had no
opinion.3

A more recent poll conducted by Louis Harris \nd
Associates and the Department of Insurance, the Wharton
School, University of Pennsylvania in 1974 indicates
that an even larger majority of people favored
compulsory insurance laws. The findings were as
follows:

91 percent favored compulsory insurance; 7 percent
opposed it; and 2 percent were not sure.4 For a more
complete picture of the results of this poll, see
Appendix B.

Arguments Against Compulsory lInsurance

One basic objection to compulsory automobile
insurance advanced by 1its opponents 1is the claim that it
involves an undesirable degree of regimentation and a
danger of increasing pressure on government to further
regulate or even supplant private 1insurance. Those who
resist compulsory insurance proposals maintain that
political pressure to keep premium rates low will
combine with a rising curve of losses and jury verdicts
attributable to the compulsory laws to drive the private



carriers ojt of the automobile liability field, and to
install state insurance funds 1in their place.

Opponents of compulsory liability insurance clainm
that the passage of compulsory liability insurance laws
increases the costs of insurance for consumers.
Statistically, it is very difficult to link compulsory
insurance, only one of many factors contributing to the
cost of insurance, to increased premium costs.5
Comparing the 1increase of insurance premiums before and
after passage of a compulsory insurance law is not a
reliable indication of the effects of compulsory
insurance on insurance rates, mainly oecause inflation
rates, a principal factor in insurance rates, differ
from year to year. Thus, a major increase after the
passage of a compulsory insurance law may be linked to a
major 1increase in the inflation rate.

The National Association of Independent Insurers
recently conducted a statistical comparison of insurance
rate increases. The Association reported on the
insurance rate increases 1iIn six states that have enacted
compulsory insurance laws (California, Louisiana,
Maryland, Oklahoma, Oregon, South Ccirolina) and compared
the rate 1increases 1in e/.ch compulsory state to increases
in three similar states without compulsory 1insurance.
For example, the association compared 1insurance rate
increases 1in California, one of the compulsory states,
to increases in Illinois, Ohio, ana Texas, three states
similar no California in (1) demographic characteris—
tics, (2) the amount of insured vehicles, and
(3) geographic characteristics. The study revealed that
all six compulsory insurance law states had higher
insurance rate increases than the increases in the three
comparable states without compulsory insurance Tfor the
same time period. Even though the statistical evidence
seems overwhelming, the association warns that their
approach may be subjected to criticism because of
possible "flaws"™ 1in the approach that the association
used.

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

Another arc* ment against compulsory laws is that
motorists who are coerced 1into purchasing 1insurance
will, out of resentment or perhaps a false sense of
security induced by the compulsory law, restrict their
buying of coverages to the minimums specified in the
law, and will not bother to provide themselves with such



"extras" as medical coverage and high personal 1injury
and property damage limits.

In addition, the required protection against
uninsured motorists now provided by 1insurance carriers
has obviated much cf the alleged necessity for
compulsory liability automobile insurance.6

Notes

1. According to Robert Gossrow, casualty actuary/
Illinois Department of~"Tnsurance, phone conversation of
May 5/ 1982.

2. 111. Rev, Stat. 1981, ch. y5 1/2, sec.

7-205 ff.

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

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

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

6. Illinois law requires that all liability
insurance policies must include uninsured motorist
coverage. (111. Rev. Stat. 1981, ch. 73, sec. 755a.)
Source

Commerce Clearing House, Automobile Insurance Law
Reporter (looseleaf to date); 1Illinois Legislative
Council File 9-002, "Compulsory Motor Vehicle Insurance"”
(1979); I1llinois Legislative Council File 9-194,
"Compulsory Motor Vehicle insurance™ (1981).



YOU CAN SAVE MONEY ON AUTO INSURANCE

There are ways you can cut your auto insurance

costs. Many “factors affect the amount of pre-

mium you “pay. The foIIowing list of money-
saving ideas may help you reduc
surance costs:

» INCREASE YOUR DEDUCTIBLES for hoth
collision and comprehensive coverages.

These are the coverages that pay tor phys-

ical damage to your car. Because small

claims are costly to settle, insurance, com-

panies don't charge you as much premium
when you agree to Fay for these small losses
through a deductib

tible, the lower your premium. Chances are
qood you'll never have to pay that deductible
It you're a careful driver. Although the

amount you save varies, the premium  reduc-

tion wil Rrobably equal the amount you
"risked" through the higher deductible in
just a few years of accident-free driving.

» COMPANY DISCOUNTS can reduce your pre-
premi-

mium. Most companies offer lower pren
ums If you insure two or more cars with
them. Some give a discount to students with
good grades. And some allow a premium
credit If a young dryer is away at school
more than 100 miles from where the insured
car is garaged.

» REDUCE OR ELIMINATE COLLISION AND
COMPREHENSIVE COVERAGES as your car
gets older. These coverages provide physical
damage protection for your auto. f your car
is an older model (5 years or,olderi It has
depreciated in value to the point where you
may be paying more in premiums than the

caris worth. Ycu should k_ep your auto lia-

bility coverage, however.

 DRIVE SAFELY. One at-fault accident or traf-

fic violation can increase your premium as

much as 40%. Your insurance costs will re-

main Jow as '.ong as you remain accident and
violation free. Chock with your insurance
agent or companﬁ to determine If you are
now paying a surc

e your own in-

e.’The higher your deduc-

arge because of your driv-

22

ing record. If so, be especially cautious in
the fuftfure and your clean driving record will
pay off.

« PARK DEFENSIVELY. Don't park on the
street where your car can be stolen, vandal-
ized or hit by another vehicle. Close the win-
dows tightly and always lock the car.

» CONSIDER AUTO INSURANCE COSTS
WHEN BUYING A NEW CAR. Premiums are
higher for certain luxury and sport models
because of their greater accident, damage
and auto theft experience. Your insurance
agent or company can give you specific in-
formation.

« REDUCE YOUR DAILY DRIVING. The farther
you drive to work each day, the more likely
You are to be involved in an accident - and
he more you pay for insurance. Check to he
sure the number of miles you drive to work is
correctly listed with your insurance com-
pany. If'you move and change your address,
alw?u®) notify your agent or company. You
may now live in a lower rated territory.

» CONSIDER JOINING A CAR POOL OR TAK-
ING A BUS TO WORK. Cars that aren't driven
to wor* every day generally qualify for lower
insurant» rates.

If you join a car pool, be sure your auto policy in-
cludes medical payments coverage for the pro-
tection of your passengers. Also, be sure to
share tle actual driving rather than chargln?
your passengers with the intent to make a profi,
since this charge could be considered a "public
livery fee" (such as a taxi fare) and you might not
be covered by your personal auto policy.

Now that you have reviewed the list, check those
suggestions that you think could save you
money. Then, contact your Insurance agent or
company and review the list with them. Your in-
surance representative may be able to offer addi-
tional suggestions and tailor your auto In-
surance to your needs.



IU iNSUKANUfc RATEMAKING

Factors that Determine Auto Insurance Premiums

Many tactors affect auto insurance premiums. In
tact, automobile rate manuals for most insur-
ance companies in Qhio include more than 150
different classifications for rating purposes.
These classjfications help companies categor-
ize your driving exposure to loss and charge an
appropriate premium. Thus, your own personal
situation has a bearing on the price you pay for
auto insurance.

Auto insurance rates are affected by many in-
fluences over which companies have no control.
They include the frequency and severity of traffic
accidents, repair costs, medical and hospital
costs, wage levels and the size of court judg-
ments. The pages that follow detail Ohio expefi-
ence over the past five years for hospital costs,
auto rePaLr costs (parts and labor) and the resul-
tant auto insurance premiums.

* Auto insurance pays the wages of people who
are disabled — ‘for weeks or months —
because of injuries suffered in auto accidents.
And the wages of all classes of workers are

up.

* Auto insurance pays garages and body shops
to repair damaged autos. The hourly repair
rates are up. Parts prices are up.

» Auto insurance companies pay hospital and
medical expenses of accident victims. Hospit-
al employees are earning better pay, doctors'
fees are up, and all this is reflected in increas-
ed daily hospital costs.

The combination of frequency and severity con-
stitutes that portion of your pfemium which goes
to pay losses.

The frequency of accidents is simpl¥ how many
end how often accidents happen out of a speci-
fied number of cars on the road. The higher the
frequertlcy, the more insurance companies must
pay out.

The severity of accidents is reflected in the
typical amounts paid out for an accident claim.

This amount has risen for several years due to in-

creased costs to repair people as well as auto-
mobiles. Inflation continues to affect the cost of
nearly everything.

In an effort to keep auto insurance affordable, in-
surers are working on wa)(s to reduce the num-
ber of auto accidents that occur as well as im-
Erove the design of vehicles and highways to
eep passengers from being Injured or Killed.
(See section on Auto Demgn%

In compliance with the State law that auto in-
surance rates must be adequate, most insurance
companies increased auto insurance rates dur-
ing recent years. However, because of the reduc-
tion in accident frequency, the increases in auto
insurance rates have been less than consumer
erce_ increases for auto repairs, medical and
ospital expenses and wages.

An expense flattening provision was adopted by
the insurance |nd_ustr¥_ In 1979. Certain expenses
such as administrative costs, were divided
equally among policyholders. This Permltted a
reduction in the expense portion of the insur-
ance premiums allocated to higher rated risks
such as Youthful drivers and pollczhplders_m
hlgher rated metropolitan areas. (Foi details,
refer to next section entitled “ Factors Determin-
ing What You Pay for Auto Insurance").

Despite recenl: reductions in the overall rate of
inflation, experts predict continuing increases in
auto repair costs and medical expenses. These
increases will continue tc dramatically Influence
the cost of automobile insurance.

In 1981 the Ohio Legislature passed new taxes
which substantlaIIY Impact insurance compan-
les. Additionally, other changes in Ohio statutes
have occurred ovor the past Several years which
increase claims Payments. These legislative ac-
tions also ultimately influence what Ohioans pay
for automobilo insurance.

The decline in accident frequency has heen
matched b;{ the increased costs of accident
claims. Only the continued reduction in ac-
cidents will moderate the impact of rising auto
accident costs.



FACTORS DETERMINING WHAT YOU PAY
FOR AUTO INSURANCE

There are manr variables involved in the deter-
mination of auto insurance rates. But, your own
Personal situation will have a djrect béaring on
he rate you pay. These variables also explain
why different drivers may pay different rates for
the’ same auto Insurance policy. These are the
most common situations:

AGE OF DRIVER

If there's anything on which all the traffic safety
experts agree, it's that young drivers have more
accidents...and more ‘serious accidents...and
that young males are 'worse" than young
females. (See section entitled Youthful Drivers).

A teen-age girl In the family can Increase the
auto insurance bill from 20% to nearly double...
and a teen-age boy, even though he only occas-
slonally drives the car, can triple the cost of In-
surance. If he's the principal operator of his own
car, the tab for Insurance can rise to four or five
%lmes the premium his parents alone would have
0 pay.

The rates that Insurance companits charge for
cars operated by youthful drivers are hased on
Years of accumulated statistics which establish
he relative differences between young drivers
as a group and adult drlvers...and" between dif-
ferent classes of young drivers.

The surcharge on female youthful drivers lasts
only until they marry or, dépending on the com-
parly, until they reach the age 21 or 25. Married
men also get a break,,whllezyoung single males
are charged more until age 29.

And Voung drivers...single or married, male or
female...can be consoled by the tact that as they
grow older and become more experienced dri-
vers, the cost of airmohile insurance goes
down. With some companies it drops year by
year, with others at certain specified agés.

Many companies give discounts when the
youthful driver maintains a certain level of
academic achievement In high school or
coIIe?e...or, after he has completed an ac-
ciedlted driver education course.

Following are some details on Youthful Driver
rates which are generally followed by the majori-
ty of companies:

Where there are more cars In the family than

youthful operators, the youthful oRerator sur-
charges will usually be a?phed to the most ex-
pensive car or cars, except that a youthful owner
or principal operator will be charged on the car
he reqularly drives.

1. If there is more than one car and more than
one %outhful driver in the family, surcharges
will be made on as many cars as there are
youtnful drivers...if the family has that many
cars.

2. No charge will be made for a youthful family
memberwho is in military service and drives
only when on furlough, but a charge will be
made when there is regular or frequent use,
such as on weekend passes.

3. A premium crc dit is given when an unmarried
youthful operator is a resident student at a
school more than 100 miles from home and
does not have the car at school.

TYPE OF CAR

Generally, the model car you drive affects only
the cost of those insurance c,overaPes which ap-
ply to repairing or replacing thpt car. The
premiums you pay for liability insurance
medical payments, uninsured and underinsured
motorist coverages are not affected by the kind
of r(%,arlyqu drive, unless it is a "high performance
vehicle.

The cost of comprehensive and collision cover-
ages is directly related to the cash value of the
car. Some insured losses require that the car
merely be repaired, others that it be completely
replaced. And some vehicles are mors expensive
to repair or replace than others.

Since it would be entirely too unwieldy and ex-
pensive to develop and maint?; . a valle record
on each Individual automobile, insurance com-
anies ?roup all cars into brackets according to
wo factors...purchase price new and age.

A consideration in determining the approximate
value Is the age of the car, Most companies use
age brackets for establishing rates. Current year
models fall in the first ?roup, those from"the
Precedmg model year in the second, and so on
or several model years.

However, starting with 1980 model year cars, a



number ol comPanles have modified their rating
procedures. Statistics are now available to
substantiate a difference in the extent of
damage sustained by the various models and
types of cars. Certain cars sustain less damage,
on the average, and therefor-? cost less to repair
than others in the same price randge. Accordlngg/
the premiums have been reduced on some mod-
els and increased on others for more equitable
premium determination base d upon the damage-
ability potential.

Even though you may be willing to pay a little
more for insufance In order to drive the car you
prefer, you might want to check with your agent
or company before you buy your next car.

WHERE YOU LIVE

The area where you live directly affects _}/our auto
premium. In general, the biggér your city, or the
more densely populated the area in which you
live, the higher'your auto Insurance rates will be.

Where you live can affect both your likelihood of
having an accident and the probable cost of pay-
ing for that accident. Accident frequency tends
to be greater In areas of high traffic density. Ac-
cident” severity tends to he greater in ‘areas
where roads and road conditions (free-wcvs, for
example) encourage high spued driving. When
both these factors are considered, those who
live in the major metropolitan areas will ,oay the
most for their automobile Insurance, all other
things being equal.

Wagie, levels are another factor. In heavn;(, In-
dustrialized, densely populated metropolitan
areas, wage levels are generally higher...and this
shows up In higher hospital ;0sts, higher auto-
motive repair costs and larger settlements for
lost wages In bodily Injury cases. These add up
to higher insurance rates for rating territories
having these high-hazard characteristics.

Rating territories are designated geographical
areas used by automobile insurancé companies
to accumulate statistics on premiums received
and losses paid. On the basis of these statistics,
proper rate levels are determined. What com-
prises aterritory is less a function of area than of
population. It ‘'may be a single county, or a
number of counties grouped together. In a few
heavily populated areas, there ‘may be two or
even three rating territories within a'single coun-
ty where accident experience has demonstrated
a need for different rates in order to pay different
levels of Insured loss,

This arbitrary division of *he state of Ohio into 30

or 40 territories for rate making purposes could
produce auto rate inequities in some individual
cases. Undoubtedly it does, !ust as the same
kind jf arbitrary boundaries of political subdivi-
sions occasionally result in Inequities in the tax
burden. But any attempt by the insurance com-
panies to hasé rates on a significantly finer
more detailed geographical breakdown would
add so much to their administrative expenses
that all of us would end up paying more for

automobile insurance.

HOW YOUR CAR IS USED

The little old lady who never took her car out of
the garage except to drive three blocks to church
every Sunday may not exist except in the Im-
agination of 'some us™d car salesman. But she
would be charged a lower premium for her
automobile insurance than most of us would.

With the amount and the kind of driving she
does, she has relatively less chance of being in-
volved in an_accident than people who drive
many more miles and under more hazardous traf-
fic conditions.

All other things bem% eﬂlual, the more miles you
drive the greater the Tikelihood that You will have
an accident. And...again assuming that all other
factors are equal.accidents are more likely to
happen to p°'vle v ho do most of their driving on
congested city streets or high speed highways,
as opposed to residential streets and secondary
rural roads.

In one way or another, all those factors are taken
into consideration In the formulas used to deter-
mine the amount ){ou pay for automobile In-
surance. But not all insurance companies ap-
proach the problem in exactly the same manner.

Most companies do not consider the number of
miles Kou drive annually, although there are
seme that offer lower rates to people who drive
fewer than a specified number of miles a year.

The car that is driven to and from work is likely to
be driven more miles than the one that is not.
And those "to and from work" miles are likely to
be on congested streets and highways. So..."to
and from work” is almost always a considera-
tion. But some companies charge higher rates
on any car that is re%ularly driven to and from
work, while others make this differentiation only
if the distance to work one way is more than a
stated minimum.

For much the same reasons, all companies
charge even higher rates when the auto is used



for,business. There are variations in defining

*"husiness use," but driving to and from one’s
Br|np|pal place of employment is not considered
usiness use.

Because of the type of driving the* do and the
type of roads on which they normally drive, farm
families en]o_Y lower automobile insurance rates
than either city residents or non-farmers who live
in rural areas. The farm discount does not apply
to a vehicle used by a member of a farm family
who is en%aged in an occupation other than
farming and uses the vehicle to drive back and
forth to work.

SAFE DRIVER PLANS

If you have a good driving record, you may
%uallfy for savings on your Insurance premium.
his is generally called a Safe Driver or Merit
Rating Plan. The savings in these plans are

based on your past dr'ving record and your rec-

ord while insured.

You earn more favorable rate treatment by main-

taining an accident-free record through careful
and defensive driving. Your insurance premium
wil? increase if you have an accident, however.

The whole idea behind such plans is to give the
best rates to the best drivers. To keep the
Premmm of the accident-free drivers at the low
evel they have earned, Insurance companies
must charge more for those drivers who do have
accidents. The insurance companY_ takes in the
same total premium from all its policyholders as
a group—hut accident-free drivers (a'majority of
most_companies' policyholders) pay a lower
premium than they would otherwise.

These plans vary so much from company to com-

any (and are not used at all by some com-
anies) that It is difficult to make generaliza-
ions. But here's an example of how two typical
plans work.

Company A quotes a premium of $100 and Com-
pany B charges $110 for the same insurance
coverages. An important difference Is that Com-
pany B's premium will remain_the sa.de If the
policyholder has an accident. Thus, over a five-
year period (assuming the rate of Inflation and
accident freciuency permit the premium level to
remain constant) the Company B policyholder
will pay $550 for'Insurance.

On the other hand, Company A's policyholder

would pay only $500 for the same five-year
ﬁerlod,—ﬁ he doesn't have an accident. Should
e be involved in a "chargeable" accident, the
premium will be increased to perhaps $140 for
each of the three years after the accident, or a
toti-il of $620 over the five-year period.

Under either rating system, each company would
taki! in the same amount of money from all
policyholders as a group. So in terms of com-
E{any income, the system makes no difference.

owever, it does make a difference to the
policyholder. It's a matter of the policyholder
choosing the plan he or she prefers.

It seems that most pollc%holders think an acci-
dent will not happen to them. Accidents always
involve "the ‘other guy.” Therefore, the
preference has been for ‘the lowest possible
premium now. This has prompted most in-
surance companies to adopt some kind of Sife
Driver Rating Plan.

EXPENSE FLATTENING

In 1980, a change in auto insurance rating was
instituted underthe direction oi the Ohio Depart-
ment of Insurance requiring that companies
ﬁqltaallze certain expenses among all policy-
olders.

The change was instituted hecause some Insur-
ance expenses are fixed rather than proportion-
al. For example, the cost to print a policy for a
high-risk driver In an urban area is no greater
than for an accident-free driver living in a Sparse-
I%populated area. Fixed expenses affected b?/
this change Include general expenses, miscel-
laneous taxes, licensés and fees, and for some
companies certain selling expenses. These
costs will vary by company.

WHAT OHIOANS PAY FOR AUTO
INSURANCE

Just as the costs of food, clothing, housing and
transportation have risen sharpIY over tho past
decade, so has the cost of automobile Insur-
ance. While no one likes to pa&/ more than they
did ten years ago, It helps to know that Ohio’s
auto insurance rates compare favorably with
those paid in other states.

Ina comparison of the percentage of household
income spent on auto insurance premiums, Ohio
ranks in the "medium" range.



STATE OF ALASKA 1984 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No. CCSHE 7 "Agency Affected: alaska court system
Title: motor vehicle liability Program Category Affected:

INSURANCE administration of justice
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FULL-TIME 3 3 3 3 3
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ANALYSIS: Attach a separate page for a

Prepared By: ROBERT G.AFI."HEIiy/i
Division:
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CCSHB 7
FISCAL NOTE ANALYSIS
The Conference Committee Substitute Tfor House Bill 7 calls for

the suspension of a driving license when a driver is involved 1in
an accident or a serious traffic violation and does not have

liability insurance. The Department of Law fiscal note estimated
that this would result 1in an annual addition of 1,300 driving
with license suspended cases. The workload will be concentrated
in Anchorage and Fairbanks. The Court System may need additional
judicial resources to handle this caseload, but this cannot be
accurately determined without actual experience. Therefore, no

additional judicial resources are 1incorporated 1into this fiscal
note.

The clerical 1impact of the additional caseload on the criminal
sections in Anchorage and Fairbanks is more clearly defined.
Each case will be set up in a case file, calendar notices sent
out, Jjudgements and hearing records prepared and distributed,
cases tracked and coordinated with the jails, etc. The fiscal
impact on the clerical functions 1in Anchorage and Fairbanks 1is
provided below:

PERSONNEL

Total

Salary Benefits Cost
2 Court Clerks (Anch. Range 8B) $38,568 $13,966 $52,534
1 Court Clerk (Fbks. Range 8E) 21,744 7,538 29,282
Total Personnel Costs $81,816
COMMODITIES $ 500
Estimated Full Year Cost $82,316
Estimated FY 85 Operating Cost (Effective Date 1/1/85) $41,158
EQUIPMENT (One-time 1item) 4,034

Total FY 85 Cost $45,192






March 8, 1984

Michael Lessmeier

Hughes, Thorsness, Gantz, Powell & Brundin
210 Ferry Way, Suite 100

Juneau, Alaska 99801

Dear Mr. Lessmeier:

Here are the results of our "Touch Vote™ public opinion question

that we have been .inning on Channel 52 for approximately one
week.
Question: Do you favor mandatory auto insurance in Alaska?
Yes Votes 4,478 47%
No Votes 4,836 51%
Undecided Votes 163 1%
Total Votes 9,478
These results are as of 10:00 a.m. on March 8, 1984. Due to the
method of polling, results can be altered. Multivisions 1in no

way proports this to he a scientific poll.

Sincerely,

Stan Scott
Programmer

SS:sg

cc: Ted Berns
George Sullivan
John Smith

4722 Business Park Blvd.
Anchorage. Alaska 99503
SC7.562-2400



Mandatory automobile 1insurance has been and continues
to be a topic of concern to many Alaskans and the legislature.
This concern is legitimate and 1 believe ought to be addressed.
However, the panacea that mandatory insurance is a cure all and
the image that a large majority of Alaskans want a mandatory
insurance law enacted, or that such action would be 1in the public
interest is, | believe, 1incorrect. The history of mandatory auto
insurance has been that it raises rates, 1is very difficult, ex—
pensive and frustrating to attempt to enforce, and that even under
the most severe enforcement effort a substantial percentage of
uninsured drivers still exist.

I agree that there 1is a problem. It should be resolved in
as economical, effective and principled way as possible. The
problem is that a certain percentage of Alaskan drivers are not
able or required to perform financially when they are responsible
for damaging or injuring others with an automobile. Our present
financial responsibility law should be strengthened and vigorously
enforced. In addition, !ebelieve the legal system ought to require
a much greater degree of responsibility than it does regardless of
whether or not the offendor has insurance. If drivers understand
that responsibility is voing to be required they will tend to be
more responsible. The law currently allows those without insurance
or assets to walk away. This should not be so easily allowed.

As for the "insurance systems involvement, we must answer the
question, what 1is the Tfairest, most cost effective, and acceptable
(from the consumers point of view), way of dealing with this pro—
blem. I"m completely convinced that the cheapeast, least frustrat—
ing way for all concerned is to assure that first party coveiages
to cover all possibilities, are available to every Alaskan who
chooses to protect themself. The following first party coverages
are currently available, bodily injury and property damage
liability, bodily injury, uninsured motorist, medical up to $100,000,
comprehensive, collision, emergency road service, car rental,
i.ccidental death and disability income. IN ADDITION, UNINSURED



PROPERTY DAMAGE AND UNDERINSURED BODILY INJURY AND PROPERTY DAMAGE
SHOULD BE MADE AVAILABLE. It 1is interesting that most states
that have mandatory insurance laws still require the industry
to offer these first party coverages; an admission that there
are still uninsured and underinsured drivers on their highways.
The liability, comprehensive, and collision cov ages account
for the major portion of an insurance preimum. The other

first party coverage cost very little. The same would be

true of Ffirst party uninsured property damage and underinusred
bodily injury and property damage. It will be cheaper and

far less frustrating for the insurance consumer to purchase
these coverages than to pick up their share of the increased
cost and frustration of a mandatory progranm. More importantly
anyone who wants to can absolutely guarantee that every
contingency will be covered in the event they are involved

in an accident. I recommend that all companies doing business
in Alaska offer these additional first party coverages as the
most effective solution.

This does not necessarily mean that the uninsured drivers
avoids their responsibility. The insurance industry can and
does subrograte against the at fault party and any money re—
covered 1is applied toward the loss ratio and has a positive
effect on premiums.

Except for a couple of technical 1improvements, the Senate
Substitute for HB7, which past last session, very adequately
addresses all the legitimate concerns. I would urge you to
support 1its passage.

Dick Randolph
Agent



Hughes Thorsness Gantz
Powell & Brundin

David h.thorsness JAMES ATTORNEYS AT LAW .OH<] c. HUGHES
T Sanbe FRNgE 210 FERRY WAY, SUITE 100 OF COUNSEL
BRIAN s BRUNDIN, MieHA JUNEAU, ALASKA ©9801 509 WEST THIRD AVENUE
KENNETH 7. JACOBUS  MATTH TELEPHONE(007) 530-5912 ATNECLE'EHRéﬁE’ gl(-)/;5§$4?79552021
??RRF{YW'E‘G[G‘QJCZHER JAMES CABLE ADO ESg: DENALI
JOE M. HUDDLESTON KENNE TELECOPIER: 274-7525
SIGURD E. MURPHY KENNE TELEX: 090-26367
Eon e B

- D. 590 UNIVERSITY AVE, SUITE 200
FRED B.ARVIDSON EARL FAIRBANKS, ALASKA 99701
DENNIZ M BUME CRAIG TELEPHONE (907) 479-3161
FRANK A BRITENER 10%E CABLE ADDRESS: DENALI
Eéh?%ﬁjBﬁfﬁEy*: i TELECOPIER: 479-8478
R. CRAIG HESSER AL 200 CHENEGA STREET
ROBERT L. MANLEY GAIL P.0. BOX 767
JAMES M. GORSKI GREG VALDEZ, ALASKA 99686
TIMOTHY R. BYRNES TELEPHONE (907) 835-2988

#FAIRBANKS OFFICE
* *JUNEAU OFFICE
* * *VALDEZ OFFICE

March 21,

1984

Senator Vic Fischer
Alaska State Legislature
Pouch Vv (MS 3100)
Juneau, Alaska 99811
RE: Mandatory Automobile Insurance
Our File: 00220-0044
Dear Senator Fischer:
On behalf of State Farm Insurance Company and Allstate
Company, | am writing to you concerning the subject of
automobile 1insurance. We understand the Conference Committee
which has been considering this issue has now been given limited
pov/ers of Free Conference. We would urge the members of this
body to seriously consider the alternatives to mandatory automo-
bile insurance. Any form of mandatory automobile insurance
carries an expensive price tag, not only to the consumer, but to
the State as well. We strongly believe that the alternative
measure, such as a mandatory offer of wuninsured motorist and
underinsured motorist coverage should be considered and given an
opportunity to work. This alternative is much cheaper, will
probably be more effective, and deserves consideration given the
split of opinion among the public as to whether mandatory
insurance should be enacted.

Insurance
mandatory

written members of the Conference Committee
television show called "Mid-Week", which

insurance on March 1,
live call in show in
show, the station,

We have previously
regarding an Anchorage
addressed the topic of mandatory automobile
1984. This television show 1is a weekly,

Anchorage. During and after the television

MultiVisions, ran a television poll, asking the following
question: "Do you favor mandatory automobile insurance in
Alaska?" A partner of mine, Joe Huddleston, was in the <control
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room and watched the votes as they were telephoned 1in. During
the preliminary stages of the program, none of the voters cast
their votes against mandatory insurance. At the one-half hour
mark, the votes were 82% for mandatory insurance and 18% against.
From that point forward, the votes shifted dramatically. With

five minutes to go, the voting trend had shifted so dramatically
that the vote was 55% for mandatory insurance and 45% against and
this was announced at the conclusion of the program. By the time
we had left the studio, five minutes later, the votes were
virtually equal.

Multivisions continued to run the poll for several days, and as
of 10:00 a.m. on March 8, 1984, 47% of the 9,478 votes —cast were
in favor of mandatory insurance, 51% were opposed. Enclosed
herewith is a copy of a letter from Multivisions certifying those
results. The poll concluded on March 12, 1984, and Mr. Scott of
Multivisions advised us at that time that over 14,000 votes ~came
in, with 49% responding affirmatively, and  48% responding
negatively. Although this poll was not conducted in a scientific
fashion, it does indicate that the people in Anchorage are split
right down the middle on the issue of mandatory automobile
insurance. We also believe the pattern of votes as they came in
during the television show on mandatory insurance shows that once
people understand that mandatory insurance 1is going to be expen-—
sive, not totally effective regardless of how it 1is enforced, and
that there are other alternatives available which are much less
expensive, their view toward mandatory insurance changes
dramatically.

We have previously sent members of the Conference Committee a
copy of a Best"s Insurance Management Report, dated December 5,
1983, which shows the 1982 average private passenger automobile
insurance premiums nationwide. For your information, we enclose
a copy of that report for your records. As you can see, 1in 1982,
Alaska®"s av .age automobile premium ranked number eight in
expense when compared to the average premium rates in other,

states. Every single state which had an average automobile
premium more expensive than Alaska 1is a state which has enacted
mandatory insurance. We also think it significant that Texas

enacted mandatory insurance 1in 1982, and as you can see the
average premium rate rose enough to bring it from thirty-third in

cost up to thirteenth 1in cost. West Virginia enacted compulsory
insurance either in 1982 or shortly before 1982, and rose from
twenty-second in cost up to ninth in cost. Although 1 do not

know what forms of mandatory insurance these states did enact,
the trend 1is nonetheless significant.

We do not believe that mandatory automobile insurance will be
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looked upon favorably by members of the public if they know 1its
cost, lack of effectiveness and that there are other alternatives

available which cost less. Even the alternative mandatory
insurance measure which is being <considered by the Free
Conference Committee carries a fiscal note of approximately $1
million dollars. The alternatives will carry no such fiscal
note, and as we have previously indicated to you, the costs to
the policy holder are small. For example, we have previously

estimated that uninsured motorist coverage for the average policy
holder is presently in the arja of $8 semi-annually for coverage
which meets the present minimum level of financial
responsibility. To increase this coverage to the level set forth
in the bills before you would result in an expected s<mi-annual
premium increase for the average pclicy holder of approximately
$1.90. State Farm estimates the cost of underjnsured motorists
coverage, in the amount set forth in the bill before you to be
approximately $12 annually for bodily injury and $10 annually for

property damage. We clearly feel the expected <costs of these
alternatives 1is most reasonable, and that members of the public
will so feel as well. We strongly urge members of this body to

consider the alternatives to mandatory automobile insurance.
These alternatives are cheaper administratively, cheaper to our
policy holders, and we believe will be just as effective. If
experience shows that this 1is not true, this body can always take
steps to enact mandatory automobile insurance.

Sincerely,

HUGHES THORSNESS GANTZ
POWELL & BRUNDIN

Michael L. Lessmeier

Enclosures
MLL/mh
cc: All Alaska State Legislators
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1982 Average Private Passenger Automobile Insurance

L,ast year in the United States, approximately 147,968,000
drivers paid S36,620,824,000 in premiums to insure
themselves, third parties and almost 123 million
automobi les againsr collision, personal injury, theft and the
inevitable litigation springing from these various misfor-
tunes of the road.

Using 1980 census estimates which put total U.S. pop”.a-
tion at 226,504,825, Americans now have, statistically, well
over one car for every two individuals at their disposal.
Although the country cannot yet claim an automobile for
Tach licensed driver, the .83 car/driver ratio in 1982 reflects
the long-standing fascimcion with private car ownership
that Henry Ford envisioned over 60 years ago.

Most drivers are conscious of the fact that premiums paid
for necessary insurance coverage vary widely from state to
state. Cost isnot directly related to amount of coverage, but

rather has to do with the individual state"s particular body
of laws that deals with the complicated process that takes
place between the filingand paying of claims. Thus, in 1982,
drivers in Alabama paid an average premium of S190.55,
while in New Jersey, comparable insurance cost owners
$455.80 per year.

The national average automobile premium in 1982 was
$298.30, up from $274.79 in 198l. This is an increase of
8.6%, the .ughest percentage gain since 1977 and almost
double the 4.6% increase from 1980 to 1981. The graph
presented here shows the steady rise in average policy costs.

On this page is a table that shows average automobile
premiums by state, ranked from the highest to the lowest
premium paid. Although there was shifting back and forth
within the ratings for almost ail states, most changes were

Average Automobile Premiums
(Ranked highest to lowest)

S S
1982 Amount 1981 Amount
1 New Jerse 455.80 1 41190
7 Nassachuletts 33749 5 8
i Now York 384,81 3 35152
Nevada 384.44 2 380.15
5 Louisiana 368.59 4 348.06
6  California 358.29 1 91
7 Pennsylvania 357.98 g ﬁg%
i 0 2 B
est Virginia . .
0 Hawai O N B 23057
il District of Columbia ~ 328.50 24 255.57
2 Maryland 31847 1 295.71
%131 {/lel)é |S an %%? % %68%8
£ Soulvcaolna 30619 % 57720
16 Connecticut 305.80 10 296.28
17 Arizona 301.53 0 29111
16 Rhode Island 300.99 7 21121
19 Delaware 296.42 14 280.95
20 llinois 291.62- 20 262.51
2l Qregon 291.17 21042
22 Colgrado 287.00 26 253.00
7 e B &
% Kanoas® 265.89 21 252.15
26 Wyoming 264.29 2 257.56

continued

$ s
1982 ) Amount 1981 Arg?c:guggt

21 Florida 264.07 37 .
2 oo P 5

eeAj .38 .
% Arkansas 2e51 i3 218.95
31 New Hampshire 256.93 234.12
32 Goorgia 255.53 28 247.12
3431 Virginia 253.63 40 %22.72

Montana 252.21 25 54.1
35  Oklahoma 251,52 3 235.15
% Utah 251.00 3l 244 85
3l Nebraska 247.28 32 24352
38 North Dakota 241.22 A 237.03
39 Maine 24091 39 231.99
40 I|daho 231.25 3B 232 14
41 Now Moxico 229.86 30 246.51
D Wieconan we D 700
43 lowa 229.05 45 1

44 Indiana 226.51 41 228.61
45 Kentucky 226.24 43 225.73
46  Ohio 226.19 12425
47 Mississigtpi , 21152 47 211.85
48 North Carolina 210.72 49 193.87
4 South Dakota 201.14 48 197.24
50 Tennessee 19458 f 183.85
51  Alabama 190.55 50 187.»
National AVOI’ngo 29830 27479
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within a relatively small range. Outstanding exceptions are
as, whose average premium rose sharply enough to brine
om 33rd in cost up to 13th. This apparent largclncrease,,¢ x
homever” is mainly the result of a state compulsory ing
syhnce law that went into effect in January. 1982, resulting
a larger number of drivers contributing to the total
premium pool. Arkansas went from 46th to 30lh in the ex-
pense standings, and West Virginia and District of Colum-

bia rose 13 places each.

The state of New Mexico reduced auto insurance enough
to drop from 30th to 41st in premium cost.

The statistical data upon which'these figures aie partially
based was extracted from a Best's Executive Data Service

annual study, which makes available total direct premiums

written by state in the private passenger lire. The number of
auto registrations used (122,763,369) is s".ightly inflated as

the Federal Highway Administration indudes commercial

vehicles, mainly taxicabs (but not trucks or buses), in ifs

tally of private automobiles.

C3E3

Average Auto Premiums-

1976 - 1982
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March 8, 1984

Michael Lessmeier
Hughes, Thorsness, Gantz, Powell & Brundin

210 Ferry Way, Suite 100
Juneau, Alaska 99801

Dear Mr. Lessmeier:
Here are the results of our "Touch Vote"™ public opinion question

that we have been vrunning on Channel 52 for approximately one
week.

Question: Do you favor mandatory auto insurance in Alaska?
Yes Votes 4,478 47%
No Votes 4,836 51%
Undecided Votes 163 1%
Total Votes 9,478
These results are as of 10:00 a.m. on March 8, 1984. Due to the
method of polling, results can be altered. Multivisions 1in no

way proports this to be a scientific poll.

Sincerely,

Stan Scott
Programmer

SS:sg

cc: Ted Berns

George Sullivan
John Smith

4793 Business Park Blvd.
Anchoractt. Alaska 99203
907/56:-MC"J
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IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to motor vehicles; and providing

for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

¢Section 1. DECLARATION OF PURPOSE. The legislature 1is concerned
over the rising toll of motor vehicle accidents and the suffering
and loss inflicted by them. The legislature determines that it is

a matter of grave concern that motorists be financially responsible
for their negligent acts so that innocent victims of motor vehicle
accidents may be recompensed for the injury and financial loss
inflicted upon them. The legislature finds and declares that the
public interest can best be served by the requicement that both the
owner and the operator of a motor vehicle which is to be operated

on vehicular ways of the state where the potential for motor vehicle
accidents is substantial be required to maintain coverage under a
motor vehicle liability policy issued in conformity with AS 28.22.010
or of a certificate of self-insurance issued under AS 28.20.400.

The legislature also finds and declares that the most economical

and practical time of proof of compliance with this requirement is
when an operator of a motor vehicle has been involved in an accident
or charged with a traffic law violation.
eSec. 2. AS 28.10.021 is amended by adding a new subsection to

read:

(b) At the time of application for registration or renewal of
registration, the department shall provide the applicant, 1in writing,
information detailing the state"s financial responsibility law,
mandatory automobile insurance requirement, and potential penalties

for failure to comply with the law.



1 *Sec. 3. AS 28.15.061 is amended by adding a new subsection to

2 read:

3 (e) At the time of application for driver"s license or

4 instruction permit, or renewal of driver®"s license or instruction

5 permit, the department shall provide the applicant, in writing,

6 information detailing the state"s financial responsibility law,

7 mandatory automobile insurance requirement, and potential penalties
8 for failure to comply with the law.

9 *Sec. 4. AS 21.15.081(a) is amended to read:

10 €)) The department shall examine every applicant for a
1 driver®s license. The examination shall include a test of the

12 applicant™s (1) eyesight, (2) ability to read and understand

13 official traffic devices, (3) knowledge of safe driving practices,
14 (4) knowledge of the effects of alcohol and drugs on drivers and
15 the dangers of driving under the influence of alcohol or drugs,

Ifi [AND] (5) knowledge of the laws relating to driving while intoxi—
17 cated , knowledge of the_ laws relating to financial respon—

18 sibility and mandatory automobile liability insurance, and, (7)

19 the traffic laws and regulations of this state. The examination

20 may include a demonstration of ability to exercise ordinary and
21 reasonable control in driving a motor vehicle of the type and

22 general class of vehicles for which the applicant seeks a license.
23 However, an applicant who has not been previously issued a driver®s
24 license by this or another jurisdiction must demonstrate ability,
25 and must present medical information that the department reasonably
26 requires to determine fitness to safely drive a motor vehicle of

21 the type and general class of motor vehicles for which the ap—

28 plicant seeks a license.

29 *Sec. 5. AS 28.15.221(e) is amended to read:

30 ©) At the end of the period of limitation, suspension or
31 revocation under this chapter, the department may not issue a

32

driver®s license to the licensee until the licensee [HE] has
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complied with AS 28.20 relating to proof of financial responsi—
bility. Additionally, the licensee shall be required to pay a $250
fee prior to reinstatement of the license or granting of limited
driving privileges if the license has been suspended pursuant to

AS 28.22.060.
*Sec. 6. AS 28.20.070(a) 1is amended to read:

(@ No policy or bond is effective under AS 28.20.060 unless
it is issued by an insurance company or surety company authorized
to do business in this state, except as provided in (b) of this
section, and if the accident resulted in bodily injury or death,
unless the policy or bond is subject to a limit, exclusive of
interest and costs, of not less than $50,000 [$25,000] because of
bodily injury to or death of one person in any one accident and,
subject to the same limit for one person, to a limit of not less
than $100,000 [$50,000] because of bodily injury to or death of two
or more persons in any one accident, and if the accident has resulted
in injury to, or destruction of, property to a limit of not less
than $25,000 [$10,000] because of injury to or destruction of
property of others in any one accident.

*Sec. 7. AS 28.20.230(b) is amended to read:

(b) The term "proof of financial responsibility for the
future™ as used in this chapter means proof of ability to respond
in damages for liability, on account of an accident occurring after
the effective date of proof, which arises out of the ownership,
maintenance or use of a vehicle subject to registration under the
laws of this state, in the amount of $50,000 [$25,000] because of
bodily injury to or death of one person in any one accident, and,
subject to the same limit for one person, in the amount of $100,000
[$50,000] because of bodily injury to or death of two or more
persons in any one accident, and in the amount of $25,000 [$10,000]
because of injury to or destruction of property of others in any

one accident. As used in this chapter the terms "proof of financial
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the future.
8. AS 28.20.360(a) is amended to read:

(a) For the purpose of this chapter, a judgment is satisfied

(1) $50,000 [$25,000] is credited upon a judgment given

in excess of that amount because of bodily injury to or death of

one

person as the result of any one accident; or

(2) subject to the limit of $50,000 [$25,000] because of

bodily injury to or death of one person, the sum of $100,000 [$50,000]

is credited upon a judgment given in excess of that amount because

of bodily injury to or death of two or more persons as the result

of any one accident; or

(3) $25,000 [$10,000] is credited upon a judgment given

in excess of that amount because of injury to or destructionof

property of others as a result of any one accident.

*Sec.

9. AS 28.20.440(b)(2) is amended to read:

(2) insure the person named and every other person using

the vehicle with the express or implied permission of the named

insured, against loss from the liability imposed by law for damages

arising out of the ownership, maintenance or use of the vehicle

within the United States of America or the Dominion of Canada,

subject to limits exclusive of interests and costs, with respect to

each

vehicle, as follows: $50,0C0 [$25,000] because of bodily

injury to or death of one person in any one accident, and, subject

to the same limit for one person, $100,000 [$50,000] because of

bodily injury to or death of two or more persons in any one accident,

and $25,000 [$10,000] because of injury to or destruction of property

of others in any one accident;

*Sec.

out

10. AS 28.20.440(b)(3) is amended to read:
(3) contain coverage in not less than the amounts set

in (2) of this subsection for the protection of the persons



X"Srw

1 insured under the policy who are legally entitled to recover

2 damages from ov/ners or operators of uninsured or underinsured motor
3 vehicles because of bodily injury or death, or damage to or des—

4 truction of property in excess of $250 arising out of the owner—

5 ship, maintenance or use of the uninsured or underinsured motor

6 vehicle[, EXCEPT THAT THIS COVERAGE MAY BE WAIVED IN WRITING BY THE
7 INSURED ON OR BEFORE THE EFFECTIVE DATE OF THE POLICY].

8 (A) "Underinsured motor vehicle™ means a motor

9 vehicle licenv®d for highway use with respect to the, owner—
10 ship, operation, maintenance or use of which motor vehicle

1 there is a, bodily injury or property damage insurance policy
12 or a bond applicable at the time of the, accident and the

13 amount of insurance or bond:

14 (1) is less than the limit for uninsured and
15 underinsured motorists coverage under the insured$

16 pol icy; or

17 (i1) has been reduce! by payments to persons
18 other than an insured, injured in an accident, to less

19 than the limit for uninsured and underinsured motorists
20 coverage under the insured S policy.
21 (B) The uninsured and underinsured motorists

22 coverage provided for in, this chapter:

23 (1) shall not apply to bodily injury, sickness,
24 disease or death of am insured or damage to or destruction
25 of proparty of an, insured until the limits of liability
26 of alj_ bodily injury and property damage liability bonds
27 and policies that apply have been used up by payments,

28 judgments or settlements;

29 (i1) shal 1 be & single combined coverage; and
30 (iii) may be rejected by the insured in

31 writing. If the insured has rejected such coverage, the

32 coverage shall not be included in any supplemental,



renewal or replacement policy unless the insured sub—

sequently requests such coverage in writing.

(©) If both the owner and operator of the uninsured
vehicle are unknown, payment under the uninsured and under-
insured motorists coverage shal 1 be made only where direct
physical contact between the insured and uninsured or under—
insured motor vehicles has occurred. A vehicle that has left
the scene of the accident is presumed to be uninsured if the
person insured reports the accident to the appropriate
authorities within 24 hours.

(0) The uninsured and underinsured motorists
coverage for damage to or destruction of property is subject
to_a deductible of $250 in any one accident, but the insurer
may offer a deductible other than $250. This coverage shall
be limitjd to damage to or destruction of the insured motor
vehicle. It shall not include loss of use of such_ vehicle.

*Sec. 11. AS 28.20.440 is amended by adding new subsections to read:

(€)) The maximum liability of the insurance carrier under the
uninsured and underinsured motorists coverage required to be offered
pursuant to AS 28.20.440(b)(3) shall be the difference between the
coverage limit of liability and the amount ,.aid to the insured by
or on behalf of the uninsured and underinsured motorist.

(m) Amounts payable under the uninsured motorists and under—
insured motorists coverage required to be offered pursuant to
AS 28.20.440(b)(3) shall be reduced by:

(1) amounts paid or to be paid under any worker®s compen—
sation law;

(2) amounts paid or payable under any valid and col—
lectible automobile medical payments insurance or bodily injury or
death liability insurance; and

(3) amounts paid by or on behalf of the uninsured or

underinsured motorist.
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(n) In the event an insured is entitled to uninsured or
underinsured motorists coverage under more than c,.e policy of motor
vehicle liability insurance, or under more than one coverage if two
or more vehicles are insured under one policy, the maximum amount
an insured may recover shall not exceed the highest limit of any
one policy or coverage. Where multiple policies or coverages
apply, payment should be made in the following order of priority,
subject to the limit of liability for each applicable policy or
coverage:

(1) a policy or coverage covering a motor vehicle occupied
by the injured person at the time of the accident;

(2) a policy or coverage covering a motor vehicle which
came into contact with the insured while a pedestrian; and

(3) a policy or coverage covering a motor vehicle not
involved in the accident with respect to which the injured person
is an insured or a named insured.

(0) The uninsured and underinsured motorists coverage provided
for in this chapter does not apply to bodily injury or death or
damage to or destruction of property of an insured;

(1) while occupying a motor vehicle owned by, but not
insured by, the named insured or resident spouse or resident
relative; or

(2) through being struck by a vehicle owned by the named

insured, or resident spouse or resident relative.

*Sec. 12. AS 28.20.585 is amended to read:

REINSTATEMENT FEE. If an operator®s license is suspended
under the provisions of this chapter, the department shall charge a
person who applies for reinstatement of the operator®s license a

reinstatement fee of $250 [$50].

*Sec. 13. AS 28 is amended by adding a new chapter to read:

CHAPTER 22. MOTOR VEHICLE LIABILITY INSURANCE

Sec. 28.22.010. MOTOR VEHICLE LIABILITY POLICY (a) In this



chapter "motor vehicle liability policy” means an "owner policy"™ or
an "operator"s policy" containing an agreement or endorsement as
provided in this section and issued by an insurance carrier au—
thorized to transact business in the state to or for the benefit of
the person named as insured.

"b) The owner®s policy of liability insurance shall

(1) designate by description or appropriate reference
all vehicles that it covers;

(2) insure the person namec against loss from liability
imposed by law for damages arising out of the ownership, main—
tenance, or use of the vehicle in the United States or the dominion
of Canada, subject to limits exclusive of interests and costs, with
respect to each vehicle, as follows:

(A) $50,000 because of bodily injury to or death of
one person in any one accident, and, subject to the same limit
for one person, $100,000 because of bodily injury to or death
of two or more persons 1in any one accident; and

(B) $25,000 bee jse cfinjury to or destruction O:
property of others in any one accident;

(3) contain coverage in not less than the amounts set
out in (2) of this subsection for the protection of the persons
insured under the policy who are legally entitled to recover
damages from the owner or operator of an uninsured or underinsured
motor vehicle because of bodily injury or death, or damage to or
destruction of property in excess of $250 arising out of the owner—
ship, maintenance, or use of the uninsured or underinsured motor
vehicle.

A "Underinsured motor vehicle”™ means a motor
vehicle licensed for highway use with respect to the owner—
ship, operation, maintenance or use of which motor vehicle
there is a bodily injury or property damage insurance policy

or a bond applicable at the time of the accident and the



amount of insurance or bond:

(i) is less that the limit for uninsured and
underinsured motorists coverage under the insured®s
policy; or

(ii) has been reduced by payments to persons
other than an insured, injured in an accident, to less
than the limit for uninsured and underinsured motorists
coverage under the insured"s policy.

(B) The uninsured and underinsured motorists
coverage provided for in this chapter:

O) shall not apply to bodily injury,
ness, disease or death of an insured or Jnmage to o
destruction of-property of an insured until the limits of
liability bonds and policies that apply have been used up
by payments or judgments or settlements;

(i1) shall be a single combined coverage; and

(iii) may be rejected by the insured in
writing. If the insured has rejected such coverage, the
coverage shall not be included in any supplemental,
renewal or replacement policy unless the insured sub—
sequently requests such coverage in writing.

(© If both the owner and operator of the uninsured
vehicle are unknown, payment under the uninsured and under—
insured motorists coverage shall be made only where direct
physical contact between the insured aid uninsured or under—
insured motor vehicles has occurred. A vehicle that has left
the scene of the accident is presumed to be uninsured if the
person insurei “reports the accident to the appropriate au—
thorities within hours.

(D) The uninsured and underinsured motorists
coverage for damage to or destruction of property is subject

to a deductible of $250 in any one accident, but the insurer

sick
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may offer a deductible other than $250. This coverage shall

be limited to damage to or destruction of the insured motor

vehicle. It shall not include loss of use of such vehicle.

(c) The operator®s policy of liability insurance shall insure
the person named as insured against loss from the liability -imposed
on the operator by law for damages arising out of the use by the
operator of a motor vehicle not owned by the operator, within the
same territorial limits and subject to the same limits of liability
as are required for an owner®s policy of liability insurance.

(d The motor vehicle liability policy shall state the name
and address of the name insured, the coverage, the premium charges,
the policy period and the limits of liability, and shall contain an
agreement or an endorsement that insurance is provided in accordance
with the coverage defined in (b)(2) of this section for bodily
injury and death or property damage, or both.

(e) Nothing contained in this chapter shall be interpreted to
prohibit a motor vehicle liability policy from containing limitations,
conditions, exceptions, exclusions or other provisions which them—
selves do not violate the requirements of this chapter or other
applicable laws.

() Every motor vehicle liability policy is subject to the
following provisions but these previsions need not be contained in
the policy:

(1) The satisfaction by the insured of a judgment for
injury or damages is not a condition precedent to the right or duty
of the insurance carrier to make payment on account of injury or
damage.

(2) The insurance carrier may settle a claim covered by
the policy, and if settlement is made in good faith, the amount of
settlement is deductible from the limits of liability specified in
(b) of this section.

(3) The policy, the written application for the policy,
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if any, and every rider or endorsement that does not conflict with
tne provisions of this chapter constitute the entire contract
between the parties.

(@ A policy that grants the coverage required for a motor
vehicle liability policy may also grant lawful coverage in excess
of or in addition to the coverage specified for a policy and the
excess or additional coverage is not subject to the provisions of
this chapter. With respect to a policy that grants excess or
additional coverage the term "motor vehicle liability policy”
applies only to that part of the coverage that is required by this
section.

(h) A policy shall be excluded from the application of this
chapter if the automobile or motor vehicle liability coverage is
provided only on an excess or umbrella basis.

(i) A motor vehicle liability policy may provide for pro—
ration of the insurance with other valid and collectible insurance.

() The requirements for a motor vehicle liability policy may
be fulfilled by the policies of one or more insurance carriers who
together meet the requirements.

(k) A binder issued pending the issuance of a motor vehicle

liability policy fulfills the requirements for a policy.

@ The maximum liability of the insurance carrier under the

uninsured and underinsured motorists coverage required to be offered
pursuant to AS 28.22.010(b)(3) shall be the difference between the
coverage limit of liability and the amount paid to the insured by
or on behalf of the uninsured and underinsured motorist.

(m) Amounts payable under the uninsured motorists and under—
insured motorists coverage required to be offered pursuant to
AS 28.22.010(b)(3) shall be reduced by:

(1) amounts paid or to be paid under any worker®s

compensation law;

(2) amounts paid or payable under any valid and col-

vr. < “



lectible automobile medical payments insurance or bodily injury or
death liability insurance; and

€©) amounts paid by or on behalf of the uninsured or
underinsured motorist.

(n) In the event an insured 1is entitled to uninsured or
underinsured motorists coverage under more than one policy of motor
vehicle liability insurance, or under more than one coverage if two
or more vehicles are insured under one policy, the maximum amount
an insured may recover shall not exceed the highest limit of any
one policy or coverage. Where multiple policies or coverages
apply, payment should be made in the following order of priority,
subject to the limit of liability for each applicable policy or
coverage:

(1) a policy or coverage covering a motor vehicle
occupied by the injured person at the time of the accident;

(2) a policy or coverage covering a motor vehicle which
came into contact with the insured while a pedestrian; and

(3) a policy or coverage covering a motor vehicle not
involved in the accident with respect to which the injured person
IS an insured or a named insured.

©) The uninsured and underinsured motorists coverage pro—
vided for in this chapter does not apply to bodily injury or death
or damage to or destruction of property of an insured:

(1) while occupying a motor vehicle owned by, but not
insured by, the named insured or resident spouse or resident relative;
or

(2) through being struck by a vehicle owned by the named
insured, or resident spouse or resident relative.

Sec. 28.22,020. REQUIREMENTS OF POLICY, (@ A policy is not
effective under AS 28.22.010 unless it is issued by an insurance
company or surety company authorized to do business in this state,

except as provided in (b) of this section, and unless it complies



with the limit requirements established in AS 28.22.010(b)(2).

(b) A policy is not effective under AS 28.22.010 with respect
to a vehicle not registered in the state or a vehicle that was
registered in another jurisdiction at the effective date of the
policy or the most recent renewal of it, unless the insurance or
surety company issuing the policy is authorized to do business in
the state, or if the company is not authorized to do business in
the state, unless it executes a power of attorney authorizing the
director of the division of insurance to accept service on its
behalf of notice or process iIn an action upon the policy arising
out of the accident.

Sec. 28.22.030. MOTOR VEHICLE LIABILITY INSURANCE REQUIRED,
(a) The operator or owner of a motor vehicle subject to regis—
tration under AS 28.10.011, when driven upon a highway, vehicular
way or area, or other public property in this state, shall have
motor vehicle liability insurance that complies with AS 28.22.010
or a certificate of self-insurance that complies with AS 28.20.400
in effect for the motor vehicle.

(b) A person involved in an accident in this state resulting
in bodily injury to or death of a person or damage to the property
of any one person exceeding $500 must prove that motor vehicle
liability insurance or a certificate of self-insurance was in
effect for the motor vehicle involved iIn the accident at the
time of the accident.

(c) A person charged with a traffic law violation with a
demerit point value of 6 or more on the point schedule in
regulations adopted by the department under AS 28.15.221 must
prove that motor vehicle liability insurance or a certificate
of self-insurance under (a) of this section was in effect for
the motor vehicle operated at the time the charged violation
occurred.

(d) If a vehicle is being driven or moved on a highway or



