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IF M
P U B L I C  D E F E N D E R  A G E N C Y

STEVE COWPER, G O V E R N O R

912 BARNETTE STREET 
SUITE 1
FAIRBANKS. ALASKA 99701-4510 
PHONE: (907) 452-1621

November 2, 1988

Bruce Geraghty

P.O. Box 55028 ;

North Pole, Alaska 99705

Dear Mr. Geraghty:

E a rlier today, w e  d i s c u s s e d  the problem Ms. Starr Tucker has encountered in 
attempting to secure a driver's license. Ms. T u c k e r  and I both a p p r e c i a t e  
your i n terest in her situation and y o u r  prompt response to her request for 
help.

In September of 1985, Ms. Tucker was involved in a motor vehicle accident; the 
other vehicle was driven by a gentleman named C l e v e  Davis, Jr. B e c a u s e  she 
d i d n ' t  ha v e  insurance, Ms. Tucker's l i c e n s e  was revoked for ninety days, 

pursuant to AS 28.22.240(a)(1), and she will be required to satisfy the SR-22 
insurance requirement described in AS 28.22.260(b) until January 1989. She 
understands these provisions and is fully prepared to comply w i t h  them. The 
p r o b l e m  relates to the additional r e q u i r e m e n t  of a security deposit which 
appears in AS 28.20.150. Under that provision, she must also post security in 
an a m ount s pecified by DMV in order to get her license back. Ms. Tucker has 
been, and continues to be, financially unable to satisfy that requirement.

As Mr. D e l a n e y  told me this morning, the obvious purpose of that requirement 

is to protect the other person involved in the accident? it is inapplicable in 
the event of exec u t i o n  of a release, AS 28.20.100, e n t r y  of judgment, AS 
28.20.110, or settlement of the claim, A S  28.20.120. Ms. T u c k e r  has b e e n  
u n able to sett l e  the claim or obtain a release because Mr. Davis appears to 
have left Alaska for parts unknown. Normally, under these c i r c u m s t a n c e s ,  it 
would be a simple matter for her to go to court and obtain an adjudication of 
nonliability. But she is p r ecluded f r o m  d o i n g  that by the fact that the 
relevant statute of limitations has already run. See AS 09.10.070.

Ms. lacker's predicament seems to be the result of an inconsistency within the 
statutory scheme. A n y  liability she m i g h t  have had toward Mr. D a v i s  was 
e x t i n g u i s h e d  as of S eptember 1987. Yet the security requirenent, which is 
supposed to protect Mr. Davis, remains e f f e c t i v e  until J a n u a r y  1989. Th a t  

requirement is o b v i o u s l y  pointless w i t h  regard to the period between those 

dates. Wh a t  is worse, though, is t h a t  it d e p r i v e s  Ms. T u c k e r  o f  t h e  

o p p o r t u n i t y  to regain her driving privileges during that pericd and there is 
apparently nothing she can do about it.

02-B 34L H
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Official Business

Alaska State Legislature
Senate

P.O . BOX V 
S t a t e  C a p i t o l  

Juneau , A laa ka  99811

J a n u a r y  3 1 ,  1 9 8 9

M i c h a e l  F .  C o m b s ,  P r e s i d e n t  
C o m b s  I n s u r a n c e  A g e n c y  
B o x  1 1 0 8
P a l m e r ,  A l a s k a  9 9 6 4 5  

D e a r  M i c h a e l :

T h a n k  y o u  f o r  w r i t i n g  m e  w i t h  y o u r  s u g g e s t i o n s  o n  t h e  
M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  l e g i s l a t i o n .

H o u s e  B i l l  4 4 ,  w h i c h  i s  t h e  c o m p a n i o n  v e r s i o n  t o  m y  S e n a t e  
B i l l  4 ,  h a s  a l r e a d y  p a s s e d  t h e  H o u s e  a n d  i s  p r e s e n t l y  i n  t h e
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e .  I  am t a k i n g  t h e  l i b e r t y
o f  f o r w a r d i n g  y o u r  l e t t e r  a n d  c o m m e n t s  t o  S e n a t o r  D i c k  
E l i a s o n ,  w h o  c h a i r s  t h i s  c o m m i t t e e .

I  a p p r e c i a t e  y o u r  t a k i n g  t h e  t i m e  t o  b e  s o  s p e c i f i c  w i t h  y o u r
s u g g e s t i o n s ;  i t  i s  c e r t a i n l y  h e l p f u l .  A g a i n ,  m y  t h a n k s .

S i n c e r e l y ,

J K : p t
c c :  S e n a t o r  E l i a s o n



CASUALTY LIFE
C o m b s  ______________________________________ A U T 0 1 FlflE

I n s u r a n c e  J f o

A g e n c y ,  I n c  ___________  1106 PALMER. ALASKA 99645 PHONE. (907) 745-2144

0 1 - 2 5 - 8 9

S e n a t o r  J a y  K e r t t u l a  
A l a s k a  S t a t e  S e n a t e
P.O. B o x  v  s ..is 2 7 VJ89.

J u n e a u ,  A k .  9 9 8 1 1

Re: S e n a t e  B i l l  #4.
M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t .

D e a r  J a y ,

I h a v e  h a d  a c h a n c e  t o  r e a d  o v e r  y o u r  p r o p o s e d  b i l l  f o r  t h e

M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t ,  a n d  I f e e l  t h a t  y o u  h a v e  d o n e  a

v e r y  g o o d  j o b  o n  t h i s  p r e s e n t a t i o n .

I w o u l d  l i k e  t o  o f f e r  o n e  s u g g e s t i o n  f o r  a c h a n g e  i n  t h e  b i l l ,  

a n d  t h a t  w o u l d  b e  r e g a r d i n g  t h e  l i m i t  o f  l i a b i l i t y  r e q u i r e d ,  u n d e r  A r t i c l e  

2. G e n e r a l  P o l i c y  P r o v i s i o n s ,  o n  p a q e  6.

I w o u l d  l i k e  t o  s u g g e s t  t h a t  t h e  l i m i t  o f  l i a b i l i t y  b e  c h a n g e d

t o  r e q u i r e  a  " C o m b i n e d  S i n g l e  L i m i t  o f  L i a b i l i t y  f o r  B o d i l y  I n j u r y  a n d  

P r o p e r t y  D a m a g e ,  i n  a n  a m o u n t  n o t  l e s s  t h a n  $ 1 2 5 , 0 0 0 . 0 0 " .

I n  r e f e r r i n g  t o  p a g e  9, o f  t h e  s a m e  G e n e r a l  P o l i c y  P r o v i s i o n s ,  

y o u  w i l l  s e e  t h a t  (2) s t a t e s  t h a t  t h e  l i m i t  o f  l i a b i l i t y  f o r  U n i n s u r e d /  

U n d e r i n s u r e d  M o t o r i s t  C o v e r a g e  s h a l l  b e  a s i n q l e  c o m b i n e d  c o v e r a g e ; .

T h e  g e n e r a l  p r a c t i c e  o f  t h e  i n s u r a n c e  i n d u s t r y  i s  t o  o f f e r  a  

c o m b i n e d  s i n g l e  l i m i t  o f  l i a b i l i t y  f o r  a u t o m o b i l e  l i a b i l i t y ,  a s  w e l l  a s  

o t h e r  l i a b i l i t y  c o v e r a g e s .

T h e  p r e m i u m  d i f f e r e n c e  b e t w e e n  t h e  " S p l i t  L i m i t "  o f  $ 5 0 , 0 0 0 . 0 0 /  

$ 1 0 0 , 0 0 0 . 0 0  B o d i l y  I n j u r y  a n d  $ 2 5 , 0 0 0 . 0 0  P r o p e r t y  D a m a g e ,  to $ 1 2 5 , 0 0 0 . 0 0  

C o m b i n e d  S i n g l e  L i m i t  is v e r y  m i n o r ,  y e t  p r o v i d e s  f o r  t h e  s a m e  t o t a l  l i m i t  

o f  l i a b i l i t y  c o v e r a g e ,  b u t  a l l o w i n g  f o r  a s i n g l e  m a j o r  i n j u r y ,  o r  s i n g l e  

m a j o r  p r o p e r t y  l o s s  t o  h a v e  $ 1 2 5 , 0 0 0 . 0 0  a v a i l a b l e .

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

w i t h  o n e  i n s u r a n c e  c o m p a n y  o f f e r i n g  a " S p l i t  L i m i t "  a n d  o n e  o f f e r i n g  a



P a g e  2.

0 1 - 2 5 - 8 9

S e n a t o r  J a y  K e r t t u l a  
C o n t .

Re: S e n a t e  D i l l  #4.

M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e  A c t .

C o m b i n e d  S i n g l e  L i m i t ,  t h e r e  i s  a l w a y s  t h e  e x p o s u r e  t o  t h e  

C o m b i n e d  S i n g l e  L i m i t  c o m p a n y  to a n  U n d e r i n s u r e d  l o s s  e a c h  t i m e  t h e r e  

is a n y  b o d i l y  i n j u r y .

E x a m p l e :  C o m p a n y  A  P r o v i d i n g  " S p l i t  L i m i t s "  $ 5 0 , 0 0 0 . / $ 1 0 0 , 0 0 0 . /  

$ 2 5 , 0 0 0 .  B o d i l y  I n j u r y  a n d  P r o p e r t y  D a m a g e .  I n v o l v e d  in a n  a t  f a u l t  

a c c i d e n t  w i t h  C o m p a n y  B w h i c h  is P r o v i d i n g  " C o m b i n e d  S i n g l e  L i m i t "  

$ 1 2 5 , 0 0 0 .  B o d i l y  I n j u r y  a n d  P r o p e r t y  D a m a g e .

S a m e  t o t a l  l i m i t  o f  l i a b i l i t y  f o r  e a c h ,  a n d  l i t t l e ,  i f  a n y ,  

d i f f e r e n c e  i n  p r e m i u m .

C o m p a n y  A  r e n d e r s  p o l i c y  l i m i t  s e t t l e m e n t  t o  i n j u r e d  p e r s o n  i n  

C o m p a n y  B v e h i c l e .  T o t a l  p a y m e n t  $ 5 0 , 0 0 0 . 0 0 .  I n j u r e d  p e r s o n  i n  C o m p a n y  

B v e h i c l e  t h e n  t u r n s  i n  c l a i m  a g a i n s t  " U n d e r i n s u r e d  M o t o r i s t "  coveracre 

u n d e r  C o m p a n y  B, a n d  r e c e i v e s  a d d i t i o n a l  $ 7 5 , 0 0 0 . 0 0 .  (The d i f f e r e n c e  

b e t w e e n  $ 5 0 , 0 0 0 . 0 0  a n d  $ 1 2 5 , 0 0 0 . 0 0 . )

T h i s  t h e n  e x p o s e s  C o m p a n y  A  i n s u r e d  t o  a s u b r o g a t i o n  c l a i m  f r o m  

C o m p a n y  B f o r  $ 7 5 , 0 0 0 . 0 0 ,  a n d  c a u s e s  " U n d e r i n s u r e d  M o t o r i s t "  c o v e r a g e  t o  

D r o v i d e  a h i g h e r  s e t t l e m e n t  t h a n  t h e  p r i m a r y  l i a b i l i t y  c o v e r a g e ,  c a u s i n g  

" U n d e r i n s u r e d  M o t o r i s t s "  c o v e r a g e  t o  e v e n t u a l l y  s k y r o c k e t  in p r i c e  f o r  

e v e r y o n e .

H a d  b o t h  C o m p a n y  A, a n d  C o m p a n y  B h a d  t h e  s a m e  " C o m b i n e d  S i n g l e  

L i m i t " ,  t h e n  t h e r e  w o u l d  h a v e  b e e n  n o  c l a i m  t o  t h e  i n n o c e n t  d r i v e r ' s  

i n s u r a n c e ,  a s  C o m p a n y  A  w o u l d  h a v e  p a i d  t h e  e n t i r e  $ 1 2 5 , 0 0 0 . 0 0  c l a i m ,  

t h e r e b y  p u t t i n g  t h e  e x p e n s e  w i t h  t h e  a t  f a u l t  p a r t y .

P l e a s e  c o n s i d e r  t h i s  c h a n g e  i n  y o u r  b i l l ,  a n d  I w o u l d  s u g g e s t  

t h a t  A S  2 8 . 2 0  t h e  M o t o r - V e h i c l e  S a f e t y  R e s p o n s i b i l i t y  A c t ,  a n d  B u l l e t i n  

O r d e r  # 7 8 - 7  t h e  A l a s k a  A u t o m o b i l e  I n s u r a n c e  P l a n  b e  c h a n g e d  to t h i s  s a m e /  

m i n i m u m  l i m i t  o f  l i a b i l i t y .

If I c a n  b e  o f  a n y  f u r t h e r  a s s i s t a n c e  t o  y o u ,  p l e a s e  l e t  m e  k n o w .

j S i n c e r e l y

—   -------

M F C / m c  M i c h a e l  F. C o m b s
P r e s i d e n t



O A V I O  M.  T M O R S N C S S  

j A H t l  M.  H O W t l l  

O R ' A N  J .  B P u ' i O M i  
M A R C U S  R  C L A P P *  
X C N N C I H  P.  J A C O B U S  

O A R V  W.  O A N T 2
. t a n t  t. m c l  C M C  R  

J O C  M M U D O L C S T G M  

S I O U P O  C .  M U R P H Y  
C A R L  J .  O .  B A U M A N  
D E N N I S  M.  B U M P *

M A R Y  K .  M U Q H C S  
P R A N K  A .  P f l P P N E R  
R A L P H  R .  B C l S T L I N C *

R .  C B A l Q  H C S S C R  
R O B C R T  I ,  M A X I . C Y  

j A M C S  M.  O O R S P I  

T I M O T H Y  R .  B Y R N C S  

J A M E S  M.  S E C O O R P  

R O N A L O  C .  H O T  L *  
P R C O C R l C K  J .  O O S C N  

M I C H A E L  L .  L C S S M C I C R * *  
f t T C V C N  S .  T C R V O O R C N  
M A T T H E W  K .  P C T C R S O N  

j O S C P H  R .  O.  L O C S C H C R  

K C N N C T H  D .  L O U O C t *  
C A R L  M.  B U T H C R L A N O  

J O H N  B .  T H O R S N C S V  

T H O M A S  R .  L U C A S

H u c h e s  T h o r s n e s s  G a n t z  
P o w e l l  S  B r u n d i n

A T T O R N E Y S  A T  L A W

600 WEST THIRD AVENUE
A N C H O R A C E . A IA 5K A  0 9 5 0 1 * 2 2 7 3

TELEPHONE 10071 274-7522 
TELECOPIER (0071 274-7525 
TELEX: 000-20370 IOENALII

*500 UNIVERSITY AVENUE 
SUITE 200 

FAIRBANKS. ALASKA 9 9 7 0 9 - 3 6 5 2
TELEPHONE 19071 479*3101 
TELECOPIER 19071 479-3107

••ONE SEALASKA PLAZA 
SUITE 303 

JU N E A U . ALASKA 9 9 3 0 1 -1 2 4 9
TELEPHONE (9071 606-5912 
TELECOPIER 1907) 403-3020

R e p l y  t o :  J U N E A U

O R C O O R Y  W.  L C S S ^ C l C R *  
J A M C S  N .  B A R K C L C V  

O O N M A  P.  W A L K E R  
W I L L I A M  M.  W A L K C R  

O A V I O  S .  C A R T C R  
J O H N  O .  P R A N K * *
A N N  8 .  B R O W N *

T I M O T H Y  « .  R C O P O R O  

J O H N  J .  N O V A K  
j O h n  h . T i n d a l l  

M I C K A l C  C .  C A R T C R  

M A T T H C W  o .  r c v n o l o s  
R R I A N  M.  E M M A L *  
R O B E R T  A .  S P A R K S '

P A U L  M.  C R A O A N *  
G O R D O N  W.  D U V A L *  

J A M C S  r. K L A S C N  

D A N I E L  M.  W O l . O  
P A U L  S .  W I L C O X  
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S e n a t o r  E l i a s o n  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1

R e :  C o m p u l s o r y  A u t o m o b i l e  L i a b i l i t y  I n s u r a n c e
S t a t u t e  i n  A l a s k a  
O u r  F i l e  N o :  2 2 0 - 9 2  a n d  3 0 - 2 1 3

D e a r  S e n a t o r  E l i a s o n :

I  e n c l o s e  h e r e w i t h  a c o p y  o f  t h e  w r i t t e n  c o m m e n t s  I  r e f e r r e d  
t o  i n  m y  t e s t i m o n y  o n  F e b r u a r y  2 7 ,  1 9 8 9 ,  a s  w e l l  a s  t h e  t e s t i m o n y  
I  g a v e  b e f o r e  y o u  b a c k  i n  1 9 8 3 ,  w h i c h  I  t h i n k  i s  a l s o  
a p p l i c a b l e .  A s  I  i n d i c a t e d  t o  y o u r  C o m m i t t e e ,  u n i n s u r e d  a n d  
u n d e r i n s u r e d  m o t o r i s t  c o v e r a g e  i n  t h e  a m o u n t  o f  $ 5 0 , 0 0 0  p e r  
p e r s o n ,  $ 1 0 0 , 0 0 0  p e r  i n c i d e n t ,  a n d  $ 2 5 , 0 0 0  f o r  p r o p e r t y  d a m a g e  i s  
a v a i l a b l e  f r o m  S t a t e  F a r m  a t  a c o s t  o f  $ 1 4 . 1 0  f o r  e v e r y  s i x  
m o n t h s  f o r  t h o s e  p e r s o n s  w h o  h a v e  t h e  s a m e  l i a b l i l i t y  c o v e r a g e  
a n d  a d e d u c t i b l e  o f  $ 2 5 0 . 0 0  o r  l e s s .  I f  t h e  d e d u c t i b l e  i s  
$ 2 5 0 . 0 0  o r  m o r e ,  t h e  c o s t  i s  $ 1 5 . 1 0 ,  a n d  i f  t h e r e  i s  n o  c o l l i s i o n  
c o v e r a g e ,  t h e  c o s t  i s  $ 1 6 . 6 0 .

S e n a t o r  F a i k s  i n q u i r e d  a b o u t  o u r  e x p e i . ' e n c e  o f  r a t e  c h a n g e s ,  
I  b e l i e v e  r e g a r d i n g  u n i n s u r e d  m o t o r i s t  r a t e s ,  a f t e r  t h e  p a s s a g e
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of compulsory insurance. The only figures I have available right 
now concern the uninsured motorist rate change history for State 
Farm Mutual in Alaska, which indicate the following:

January 15, 1980 11.9% decrease

July 1, 1981 8.1% increase

April 15, 1984 19.2% increase

November 1, 1985 18,2% increase

June 1, 1987 0.0%

As I also indicated to your committee, the automobile 
insurance rates in Alaska have been quite stable. For example, 
State Farm Mutual has had a 13.1% overall rate decrease over the 
last ten years. I also told your committee that the ratio of
uninsured motorist bodily injury claims to bodily injury claims 
for the State Farm Mutual Company for the year 1988 was in excess 
of 20%.

Finally, if this Committee does choose to move the
legislation before you, we recommend the following change to
Section 28.22.301:

A provision in this chapter may not be 
interpreted to prohibit a motor vehicle 
liability policy from including
limitations, conditions, exceptions, 
exclusions, or other provisions. [that do
not violate the requirements of this 
chapter or other applicable laws.] This 
chapter is not intended to modify, amend, 
or invalidate existing motor vehicle
liabi litv insurance policy t e r m s .
conditions, limitations, or exclusions, or 
to preclude insurance companies from using 
similar terms, conditions, limitations, or
exclusions in existing or future
contracts.

We recommend this language because of the difficulties we 
had in other states where by judicial decision courts have 
interpreted mandatory coverage as meaning absolute or total 
coverage regardless of policy conditions, limitations, or
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P a g e  3
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e x c l u s i o n s .  W e  d o  n o t  b e l i e v e  t h a t  to b e  t h e  i n t e n t  o f  t h i s  law, 
a n d  t h i s  s m a l l  c h a n g e  w o u l d  s i m p l y  c l a r i f y  t h a t .

S i n c e r e l y ,

H U G H E S ,  T H O R S N E S S ,  G A N T Z ,
P O W E L L  & B R U N D I N

By:
M i c h a e l  L. L e s s m e i e r

M L L : s r s / 0 0 3 4 L

E n c l o s u r e :  S t a t e m e n t  d a t e d  F e b r a r y  27, 1 9 8 9
S t a t e m e n t  d a t e d  M a y  31, 1 9 8 3



S T A T E M E N T  IN O P P O S I T I O N  T O  

T H E  E N A C T M E N T  O F  A  C O M P U L S O R Y  A U T O M O B I L E  L I A B I L I T Y  

I N S U R A N C E  S T A T U T E  IN A L A S K A  

H E A R I N G  B E F O R E  T H E  

S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  

F E B R U A R Y  27, 1 9 8 9

Mr. C h a i r m a n ,  M e m b e r s  o £  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e ,  m y  n a m e

is M i c h a e l  L e s s m e i e r .  I a m  a L a w y e r  f r o m  J u n e a u  a n d  a m  h e r e  o n

b e h a l f  o f  A l l s t a t e  I n s u r a n c e  C o m p a n y  a n d  S t a t e  F a r m  I n s u r a n c e  

C o m p a n y ,  A l m o s t  s i x  y e a r s  a g o  I w a s  h e r e  b e f o r e  y o u  w h e n  t h i s  

C o m m i t t e e  w  as f i r s t  c o n s i d e r i n g  t h e  a d o p t i o n  o f  C o m p u l s o r y  

I n s u r a n c e .  A t  t h a t  t i m e  I t o l d  y o u  t h a t  b o t h  A l l s t a t e  a n d  S t a t e  

F a r m  h a d  h a d  a l o n g  a n d  g e n e r a l l y  n e g a t i v e  e x p e r i e n c e  w i t h

C o m p u l s o r y  I n s u r a n c e .  T h a t  e x p e r i e n c e  h a s  n o t  c h a n g e d .  W e  t o l d

y o u  t h a t  w e  f e l t  t h a t  C o m p u l s o r y  I n s u r a n c e  l a w s  a r e n ' t  n e e d e d ,  

c r e a t e  m o r e  p r o b l e m s  t h e n  t h e y  s o l v e ,  d o n ' t  b e n e f i t  t h e  p u b l i c  or 

o u r  p o l i c y h o l d e r s  a n d  in t h e  f i n a l  a n a l y s i s  d o n ' t  w o r k .  W e  

c o n t i n u e  t o  f e e l  t h e  s a m e  w a y  t o d a y .  I a m  h e r e  to a g a i n  u r g e  t h a t  

t h i s  C o m m i t t e e  n o t  a d o p t  C o m p u l s o r y  I n s u r a n c e  i n  A l a s k a .

I h a v e  b r o u g h t  w i t h  m e  t h e  t e s t i m o n y  I g a v e  b e f o r e  t h i s  C o m m i t t e e  

in 1 9 8 3  a n d  I w i l l  n o t  r e p e a t  w h a t  I s a i d  t h e r e .  I n s t e a d  I w i l l  

t r y  t o  r e s p o n d  as s p e c i f i c a l l y  as I c a n  t o  s o m e  o f  t h e  c o n c e r n s  

t h a t  w e r e  r a i s e d  at t h e  f i r s t  h e a r i n g  t h i s  C o m m i t t e e  h a d  o n



C o m p u l s o r y  I n s u r a n c e .  B e f o r e  I d o  s o ,  I w a n t  t:o m a k e  c l e a r  t h a t  

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

c o m p u l s o r y  i n s u r a n c e .  T h e  p h i l o s o p h y  o f  c o m p u l s o r y  i n s u r a n c e  i s  

i n c o n s i s t e n t  w i t h  t h o  c o n c e p t s  o f  f r e e  e n t e r p r i s e  a n d  a 

c o m p e t i t i v e  m a r k e t ,  b o t h  o f  w h i c h  w e  f u l l y  s u p p o r t .  Wo d o  n o t  

b e l i e v e  t h a t  c o m p u l s o r y  i n s u r a n c e  c a n  b e  j u s t i f i e d  o n  a n y  s o c i a l ,  

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

T h e  f a c t  o f  t h e  m a t t e r  i s  t h a t  c o m p u l s o r y  i n s u r a n c e  s i m p l y  d o e s  

n o t  w o r k  i n  p r a c t i c e .  T o  d a t e ,  n o  s t a t e  h a s  f o u n d  a w a y  t o  r e m o v e  

t h e  u n i n s u r e d  m o t o r i s t  f r o m  t h e i r  h i g h w a y s .  F o r  e x a m p l e  t h e  s t a t e  

o f  N ew  Y o r k  i n  f i s c a l  y e a r  1 9 8 6 - 1 9 8 7  s p e n t  $ 1 1 , 2 2 0 , 0 0 0  t o  e n f o r c e  

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

r e p o r t e d  b y  t h e  N e w  Y o r k  M o t o r  V e h i c l e  D e p t .  O u r  m o s t  r e c e n t  

c o n t a c t s  w i t h  r e p r e s e n t a t i v e s  o f  t h a t  D e p a r t m e n t  i n d i c a t e  t h a t  

t h e y  s t i l l  b e l i e v e  t h a t  a p p r o x i m a t e l y  12% t o  15% o f  t h e i r  

m o t o r i s t s  a r e  u n i n s u r e d .  I n  1 9 8 6 - 1 9 8 7  S o u t h  C a r o l i n a  s p e n t  

$ 3 , 7 9 5 , 0 0 0  t o  e n f o r c e  t h e i r  l a w .  T h e y  h a v e  2 9  s t a t e  p a t r o l m e n  

w h o s e  s o l e  j o b  i s  t h e  e n f o r c e m e n t  o f  c o m p u l s o r y ,  t h e  p i c k i n g  u p  o f  

l i c e n s e  t a g s ,  r e g i s t r a t i o n s ,  e t c . ,  a n d  a t  l a s t  r e p o r t  i t  a p p e a r e d  

t h a t  i n  e x c e s s  o f  10% o f  t h e  S o u t h  C a r o l i n a  m o t o r i s t s  w e r e  s t i l l  

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

i s  a d e t e r r e n t  t h a t  a f f e c t s  o n l y  a s m a l l  p e r c e n t a g e  o f  t h e  

u n i n s u r e d  p o p u l a t i o n .
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W h y  d o e s  c o m p u l s o r y  i n s u r a n c e  n o t  w o r k ?  T o  a n s w e r  t h i s  q u e s t i o n  

o n e  n e e d  o n l y  l o o k  at t h e  t r a d i t i o n a l  r e a s o n s  p e o p l e  b u y  l i a b i l i t y  

i n s u r a n c e .  M o s t  p e o p l e  b u y  l i a b i l i t y  i n s u r a n c e  b e c a u s e  t h e y  f e e l  

t h e y  n e e d  it to p r o t e c t  a s s e t s ,  n o t  to p r o t e c t  o t h e r s .  In o t h e r  

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

l i a b i l i t y  i n s u r a n c e .  In f a c t ,  t h e  p r i m a r y  r e a s o n s  p e o p l e  d o n ' t  b u y  

l i a b i l i t y  i n s u r a n c e  is e i t h e r  t h e y  c a n ' t  a f f o r d  it o r  d o n ' t  f e e l  

t h e y  n e e d  it b e c a u s e  t h e y  h a v e  f e w  a s s e t s  to p r o t e c t .  R e q u i r i n g

i n s u r a n c e  o f  l o w  i n c o m e  h o u s e h o l d s  w i l l  n o t  c o m p e l  t h e m  to 

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

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

t h o s e  w h o  d o  n o t  h a v e  a d r i v e r ' s  l i c e n s e ,  d o  n o t  r e g i s t e r  t h e i r

v e h i c l e s ,  a r e  d r i v i n g  s t o l e n  v e h i c l e s  o r  v e h i c l e s  i n v o l v e d  in h i t  

a n d  r u n  a c c i d e n t s .  M a n y  o f  t h e s e  p e o p l e  w i l l  n o t  p u r c h a s e  

l i a b i l i t y  i n s u r a n c e  r e g a r d l e s s  o f  w h e t h e r  t h e r e  is a c o m p u l s o r y

law. O t h e r s  i n  t h i s  c a t e g o r y  i n c l u d e  o u t  of s t a t e  d r i v e r s  a n d  n e w  

r e s i d e n t s  w i t h  v e h i c l e s  r e g i s t e r e d  e l s e w h e r e .  E x p e r i e n c e  s h o w s  u s  

t h a t  4 %  t o  5 %  o f  t h e  p u b l i c  w i l l  c o n t i n u e  t o  d r i v e  e v e n  i n  an 

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

v e h i c l e .

C o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  a f f e c t s  l o w  i n c o m e  h o u s e h o l d s  in 

a n o t h e r  w a y ,  f o r  it i n  e f f e c t ,  f o r c e s  s u c h  h o u s e h o l d s  to b u y  

p r o t e c t i o n  f o r  o t h e r s  w h i c h  t h e y  m a y  n o t  b e  a b l e  to a f f o r d  f o r

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



i n s u r a n c e ,  l a r g e l y  i n  a n  e f f o r t  t o  p r o t e c t  o t h e r s .  B e c a u s e  o f

t h e i r  e c o n o m i c  s t a t u s ,  p e o p l e  w i t h  l o w  i n c o m e s  m a y  w e l l  b e  f o r c e d  

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

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

a f f o r d .

C o m p u l s o r y  i n s u r a n c e  h a s  o t h e r  n e g a t i v e  e f f e c t s  a s  w e l l .  O f t e n ,  

a f t e r  t h e  e n a c t m e n t  o f  c o m p u l s o r y  n s u r a n c e ,  w e  s e e  s o m e  f o r m  o f

c r o s s  s u b s i d i z a t i o n ,  w h e r e  c e r t a i n  c a t e g o r i e s  o f  t h e  m a r k e t  p a y  

m o r e  i n  o r d e r  t o  s u b s i d i z e  o t h e r s .  We h a v e  s e e n  t h e  r e s i d u a l  

m a r k e t  p r e s s u r e s  i n c r e a s e ,  a n d  u n l e s s  t h e  r e s i d u a l  m a r k e t  r a t e s  

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

v o l u n t a r y  m a r k e t .  We h a v e  s e e n  c o v e r a g e  e x p a n d e d  m o r e  f r e q u e n t l y  

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

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

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

p a y s  f o r  s u c h  e x p a n s i o n s  i n  t e r m s  o f  i n c r e a s e d  c o s t .

F i n a l l y ,  t h e  j u d i c i a l  t r e n d  i n  m a n y  a r e a s  s e e m s  t o  b e  t h a t  

m a n d a t o r y  c o v e r a g e  m e a n s  a b s o l u t e  o r  t o t a l  c o v e r a g e  r e g a r d l e s s  o f  

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

f i n a n c i a l  r e s p o n s i b i l i t y  l i m i t s .  I n  a n u m b e r  o f  s t a t e s ,  c o u r t s  

h a v e  t h r o u g h  a j u d i c i a l  d e c i s i o n ,  e l i m i n a t e d  t h e  e x c l u s i o n s  a n d  

c o n d i t i o n s  o f  t h e  i n s u r a n c e  c o n t r a c t  t o  e x t e n d  c o v e r a g e  t o  r i s k s  

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



If y o u  p r o c e e d  w i t h  t h i s  l e g i s l a t i o n ,  a n d  w e  h o p e  t h a t  y o u  d o n ' t ,  

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

t h e  n e e d  f o r  t h e  e x i s t i n g  m o t o r  v e h i c l e  l i a b i l i t y  i n s u r a n c e  p o l i c y  

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

y o u  c h o o s e  to p r o c e e d ,  w e  w o u l d  u r g e  y o u  t o  t a k e  a c a r e f u l  l o o k  at 

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

e x i s t  t o  d o  so.

O n e  o f  t h e  t h i n g s  y o u  s h o u l d  l o o k  at is t h e  M o t o r  V e h i c l e  S a f e t y  

R e s p o n s i b i l i t y  A c t  s e t  f o r t h  at A l a s k a  S t a t u t e  2 8 . 2 0 . 0 1 0  e t  s e q . .  

W e  b e l i e v e  t h i s  A c c  p r o v i d e s  as m u c h  i n c e n t i v e  t o  p u r c h a s e  

i n s u r a n c e  as d o e s  v i r t u a l l y  a n y  m a n d a t o r y  i n s u r a n c e  p r o p o s a l .  If 

a n  i n d i v i d u a l  i n v o l v e d  in a n  a c c i d e n t  r e s u l t i n g  i n  b o d i l y  i n j u r y  

to, o r  d e a t h  of a p e r s o n ,  o r  d a m a g e  t o  p r o p e r t y  e x c e e d i n g  $ 5 0 0 . 0 0 ,  

is n o t  f i n a n c i a l l y  r e s p o n s i b l e  to t h e  l i m i t s  s e t  f o r t h  t h e r e  f o r  

d a m a g e s  n e g l i g e n t l y  c a u s e d ,  t h a t  p e r s o n ' s  l i c e n s e  i s  s u s p e n d e d  

u n t i l  s u c h  f i n a n c i a l  r e s p o n s i b i l i t y  is p r o v i d e d  a n d  e s t a b l i s h e d  

f o r  t h e  f u t u r e .  T h e  s u s p e n s i o n  c a n  c o n t i n u e  f o r  t h r e e  y e a r s .  It 

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

m o r e  i n c e n t i v e  t h a n  t h i s .  A  f u r t h e r  a d v a n t a g e  o f  s u c h  an A c t  is 

t h a t  it d i r e c t s  s t a t e  r e s o u r c e s  to t h e  m i n o r i t y  o f  m o t o r i s t s  w h o  

c a u s e  p r o b l e m s ,  r a t h e r  t h a n  t h e  m a j o r i t y  w h o  d o n ' t .

W e  a l s o  u r g e  y o u  t o  c o n s i d e r  t h e  f a c t  t h a t  t h e r e  is a n  e m i n e n t l y  

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

u n d e r i n s u r e d  d r i v e r  t h r o u g h  a m a n d a t o r y  o f f e r  o f  u n i n s u r e d  

m o t o r i s t  c o v e r a g e  a n d  u n d e r i n s u r e d  m o t o r i s t  c o v e r a g e .  B y  

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

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

u n i n s u r e d  m o t o r i s t .  B e c a u s e  c o m p u l s o r y  i n s u r a n c e ,  a t  t h e  m o s t ,  i s  

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

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

n e c e s s a r y .  A  c o m p u l s o r y  u n i n s u r e d  a n d  u n d e r i n s u r e d  r e q u i r e m e n t  

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

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

We f u r t h e r m o r e  b e l i e v e  t h a t  a n y  d e t e r r e n t  e f f e c t  o f  c o m p u l s o r y  

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

t h e  M o t o r  V e h i c l e  S a f e t y  R e s p o n s i b i l i t y  A c t .

We t h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  a d d r e s s  t h i s  i s s u e ,  a n d  a r e  

o p e n  t o  a n y  q u e s t i o n s  y o u  m i g h t  h a v e .  I f  w e  d o n ' t  h a v e  t h e  a n s w e r  

o r  t h e  i n f o r m a t i o n  y o u  d e s i r e ,  w e  c a n  p r o b a b l y  o b t a i n  i t  s h o r t l y .
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S T A T E M E N T  I N  O P P O S I T I O N  T O  

T H E  E N A C T M E N T  O F  A  C O M P U L S O R Y  A U T O M O B I L E  L I A B I L I T Y  

I N S U R A N C E  S T A T U T E  I N  A L A S K A  

H E A R I N G  B E F O R E  T H E  

S E N A T E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E  

M A Y  31, 19 0 3

M r .  C h a i r m a n ,  m e m b e r s  o f  t h e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e ,  m y  

n a m e  i s  M i c h a e l  L e s s m e i e r .  I a m  a l a w y e r  f r o m  J u n e a u  a n d  I a m  

h e r e  o n  b e h a l f  o f  A l l s t a t e  I n s u r a n c e  C o m p a n y  a n d  S t a t e  F a r m  

I n s u r a n c e  C o m p a n y .  B o t h . A l l s t a t e  a n d  S t a t e  F a r m  h a v e  h a d  a l o n g  

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

b e l i e v e  c o m p u l s o r y  i n s u r a n c e  l a w s ,  s u c h  as t h e  b i l l  b e f o r e  y o u ,  

a r e n ’t n e e d e d ,  c r e a t e  m o r e  p r o b l e m s  t h a n  t h e y  s o l v e ,  d o n ' t  b e n e f i t  

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

p r e m i u m  r a t e s  a n d  i n  t h e  f i n a l  a n a l y s i s ,  d o n ' t  w o r k .

T h e  r e a l  q u e s t i o n  is w h e t h e r  t h e  c o s t  o f  c o m p u l s o r y  i n s u r a n c e  

j u s t i f i e s  t h e  r e a l i s t i c  b e n e f i t  w e  c a n  h o p e  t o  a c h i e v e  f r o m  it.

W e  b e l i e v e  t h e  a n s w e r  t o  t h i s  q u e s t i o n  i s  n o  a n d  w e  w a n t  t o  e x p l a i n  

w h y .

T h e  t h e o r e t i c a l  g o a l  o f  c o m p u l s o r y  i n s u r a n c e  i s  t o  g u a r a n t e e  t h a t  

i n n o c e n t  v i c t i m s  o f  a u t o m o b i l e  a c c i d e n t s  a r e  c o m p e n s a t e d  f o r  t h e i r  

i n j u r i e s .  B u t  w e  k n o w  t h a t  t h e  e n a c t m e n t  o f  c o m p u l s o r y  i n s u r a n c e
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One of l In: m a s o n : ;  c:oiii|»ii I :;oi y i n s u r a n c e  has not; b o o n  o I: L j va ,

is that, uui n s m  ml ill i.vers are g e n e r a l l y  m a d e  up of those who

can't, at IDid insurance, h a v e  no d r i v e r s  .license, do not. r e g i s t e r  

their veh i c I es , ai e d r i v i n g  r.tolcn vehicles, or v e h i c l e s  involved 

.in h i t - a n d - r u n  accident:;. M a n y  of: t.heso p e o p l e  will, not; p u r c h a s e  

liability i n s u r a n c e  1 eij.i 1 d  I ess o f  w h e t h e r  there .is a c o m p u l s o r y  

law. O t h e r s  in this catccjory i n c l u d e  o u t - o  f'-s I; a to d r i v e r s  and 

new r e s i d e n t s  w i t h  v e h i c l e s  r e g i s t e r e d  e l s e w h e r e .  Most: of these 

p e o p l e  w i l l  c o n t i n u e  to r e m a i n  u n i n s u r e d  e v e n  a f t e r  p a s s i n g  a 

c o m p u l s o r y  law and this is s h o w n  by e x p e r i e n c e  in o t h e r  states.

For e x a m p l e ,  C a l i f o r n i a  s p e n t  $ 2 . 3 2  mi llion to i n c r e a s e  the p e r c e n t  

age of .its i n s u r e d  d r i v e r s  by five (5) p e r c e n t .  M a r y l a n d  spent 

$1.5 m i l l i o n  to i n c r e a s e  its p e r c e n t a g e  of i n s u r e d  d r i v e r s  by the 

same five (5) p e r c e n t .  S o u t h  C a r o l i n a  p a i d  $.1.3 m i l l i o n  for an 

e i g h t  (0) p e r c e n t  i n c r e a s e .  M a s s a c h u s e t t s ,  w h i c h  has had a 

c o m p u l s o r y  i n s u r a n c e  l a w  l o n g e r  than any o t h e r  state, sti. 1.1. has 

an e s t i m a t e d  10 - 1 5  p e r c e n t  level, o f  u n i n s u r e d  drivers. C u r r e n t  

e s t i m a t e s  of u n i n s u r e d  d r i v e r s  in c o m p u l s o r y  s t a t e s  still ran g e  

f r o m  five (5) p e r c e n t  to 15 p e r c e n t ,  depend.i.net u p o n  the level, of 

e n f o r c e m e n t .



N o r  is the c o n c e p t  of c o m p u l s o r y  i n s u r a n c e  r e l a t e d  to safety.

The e n a c t m e n t  of a c o m p u l s o r y  i n s u r a n c e  law w o n ' t  red u c e  the num b e r  

of a c c idents. By its very nature, c o m p u l s o r y  i n s u r a n c e  relates to 

w h a t  h a p p e n s  af t e r  an accident. C o m p u l s o r y  i n s u r a n c e  laws s i m p l y  

r e q u i r e  i n s urance, they do not p r o v i d e  a m e a n s  to r e m o v e  h i g h - r i s k  

d r i v e r s  from the road.

We do not b e l i e v e  that u n c o m p e n s a t e d  i n j u r i e s  are r e d u c e d  by the 

e n a c t m e n t  of a c o m p u l s o r y  lav;. We b e l i e v e  that on the average, 

i n s u r e d  car o c c u p a n t s  w i l l  r e c e i v e  i n j u r i e s  f r o m  u n i n s u r e d  m o t o r i s t s  

at a b o u t  the same rat e af ter e n a c t m e n t  of c o m p u l s o r y  l e g i s l a t i o n  as 

they do b e f o r e  p a s s a g e  of these laws. A l t h o u g h  c o m p u l s o r y  l e g i s l a­

tion may i n c r e a s e  the i n s u r e d  p o p u l a t i o n  by a small percentage, 

w e  do not b e l i e v e  it v/ill r e s u l t  in a m e a s u r a b l e  r e d u c t i o n  in the 

n u m b e r  of b o d i l y  i n j u r i e s  c a u s e d  by f i n a n c i a l l y  i r r e s p o n s i b l e  

d r i v e r s .

E v e n  if we w e r e  to a s s u m e  there w o u l d  be a d e c r e a s e  in the n u m b e r  of 

b o d i l y  i n j u r i e s  c a u s e d  by f i n a n c i a l l y  i r r e s p o n s i b l e  drive rs, the 

q u e s t i o n  s t i l l  is w h e t h e r  tlie b e n e f i t  we c a n  r e a l i s t i c a l l y  e x p e c t  

f r o m  c o m p u l s o r y  i n s u r a n c e  is w o r t h  the c o s t  and we b e l i e v e  the c o s t  

w i l l  be s i g n i f i c a n t .  For example, we k n o w  t h e r e  w i l l  be a s i g n i f i c a n t  

a d m i n i s t r a t i v e  cost to the S t a t e  of A l a s k a  s i m p l y  to i m p l e m e n t  and 

e n f o r c e  the c o m p u l s o r y  i n s u r a n c e  l e g i s l a t i o n  b e f o r e  you. In effect, 

in a time of d e c l i n i n g  state revenues, v i r t u a l l y  a w h o l e  new



b u r e a u c r a c y  w i l l  have Lo be creaLcc.1 Lo .implement and e n i o r c c  

Lh is l e g i s l a t i o n .  T h e  a d m i n i s t r a t i v e  c o s t  to Die p u b l i c  is an 

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

n e e d s  in Lhis state.

T h e  s e c o n d  c o s t  a s p e c t  of this .legislation that m u s t  be c o n s i d e r e d  

is tlie e f f e c t  on p r e m i u m  rates of p o l i c y h o l d e r s .  Vie b e l i e v e  p r e m i u m  

rates of e v e r y o n e  w i l l  i n c r e a s e  s i g n i f i c a n t l y  ljccnu.se a d m i n i s t r a t i v e  

c o s t s  of tlie i n d u s t r y  w i l l  increase, c o m p a n i e s  in e f f e c t  w i l l  be 

f o r c e d  to tak e a l m o s t  all a p p l i c a n t s ,  the b i l l  d o e s  away w i t h  p o l i c y  

d e f e n s e s  in c e r t a i n  s i t u a t i o n s ,  the p u r e  p r e m i u m  c o s t  in a compulsory 

s t a t e  has b e e n  s h o w n  to i n c r e a s e  m u c h  m o r e  r a p i d l y  than the p u r e  

p r e m i u m  c o s t  in a n o n - c o m p u l s o r y  state, and f i n a l l y ,  the c o s t  of 

c o m p u l s o r y  i n s u r a n c e  w i l l  p r o b a b l y  lead to m o r e  c l a i m s  and m o r e  

l i t i g a t i o n .

O t h e r  c o s t s  w h i c h  are i m p o s s i b l e  to q u a n t i f y ,  i n c l u d e  the s o c i a l  

c o s t  to p e o p l e  w h o  c a n ' t  a f f o r d  i n s u r a n c e ,  a n d  Die i n c o n v e n i e n c e  of 

a d d i n g  a n o t h e r  lay e r  of i n t r u s i o n  by g o v e r n m e n t  i n t o  p e o p l e ' s  lives. 

M o s t  p e o p l e  c u r r e n t l y  buy i n s u r a n c e  b e c a u s e  t h e y  feel they n e e d  it. 

L i a b i l i t y  i n s u r a n c e  h a s  t r a d i t i o n a l l y  b e e n  p u r c h a s e d  by p e o p l e  w h o  

h a v e  a s s e t s  to p r o t e c t ,  not to p r o t e c t  o t h e r s .  In o t h e r  words, 

p e o p l e  who, in the past, h a d  few assets, h a d  v e r y  lit t l e  i n c e n t i v e  

to p u r c h a s e  l i a b i l i t y  i n s u r a n c e .  A r e p o r t ,  P r o f i l e  of U n i n s u r e d  

M o t o r i s t s  in C a l i f o r n i a  s h o w e d  that g e o g r a p h i c  a r e a s  w i t h  high



rates a I: nn i ns n e e d s  had s i g n i f i c a n t l y  J u w r r  iik; 11 i < 111 incomer;, and a 

h i g h e r  i n c i d e n c e  oi p o v e r t y  l e v e l  than a r e a s  w i t h  low rates of 

u n i n s u r e d  d r i v e r s .  A 19111 s t u d y  by the A l l - I n d u s  try R e s e a r c h  

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

w h y  the v e h i c l e s  w e r e  u n i n s u r e d .  F o r t y  p e r c e n t  of the p e o p l e  s u r v e y e  

l i s t e d  cost as the reason. T h e  n e x t  m a j o r  r e a son, "car not c u r r e n t l y  

in use", was o n l y  16 p e r c e n t  of; the total r e s p o n s e .  In short, 

r e q u i r i n g  i n s u r a n c e  of l o w - i n c o m e  h o u s e h o l d s  w i l l  not c o m p e l  t h e m  to 

p u r c h a s e  s o m e t h i n g  they s i m p l y  c a n n o t  a f f o r d .  Ur. J o h n  Ha ll of 

G e o r g i a  S t a t e  U n i v e r s i t y  t e s t i f i e d  b e f o r e  S o u t h  C a r o l i n a ' s  J o i n t -  

L e g i s l a t i v e  A u t o m o b i l e  L i a b i l i t y  I n s u r a n c e  S t u d y  C o m m i t t e e  in 

D e c e m b e r  of 1979. Ur. H a l l  said:

As a practical, m a t t e r ,  the e c o n o m i c a l l y  
d i s a d v a n t a g e d  h a v e  less real n e e d  for 
l i a b i l i t y  i n s u r a n c e  to p r o t e c t  their own 
i n t e r e s t s .  As a p r a c t i c a l  m a t t e r ,  these 
p e r s o n s  tend to be j u d g m e n t  p r o o f .  In 
tiny even t ,  they tend to be u n a w a r e  of tho 
b e n e f i t s  w h i c h  a l i a b i l i t y  p o l i c y  p r o vides. 
T h e y  p e r c e i v e  the l i a b i l i t y  i n s u r a n c e  
p o l i c y  as t a k i n g  c a r e  of o t h e r  people.
T h e y  m u s t  pay a h i g h  p r e m i u m  for i n s u r a n c e  
w h i c h  p r o v i d e s  b e n e f i t s  for o t h e r s  as. a 
c o n d i t i o n  p r e c e d e n t  to h a v i n g  the ri g h t  to 
d r i v e .  b e c a u s e  of their e c o n o m i c  status, 
m o s t  o f t e n  they are u n a b l e  to p u r c h a s e  
i n s u r a n c e  to p r o v i d e  for t h e i r  o w n  injuries, 
a n d  th o s e  of t h e i r  families, in a c c i d e n t s  
w h e r e  th ey are at fault. T h e  c o m p u l s o r y  
l i a b i l i t y  i n s u r a n c e  s y s t e m  f o r c e s  these 
p e o p l e  to p a y  h i g h  p r e m i u m s  r e l a t i v e  to 
t h e i r  i n c o m e  for b e n e f i t s  for o t h e r s  when 
they c a n n o t  t h e m s e l v e s  a f f o r d  a d e q u a t e  
b e n e f i t s  to c o v e r  their own losses.



D r .  Ilall c o n c l u d e d :

For the s e  r e a s o n s ,  i t  a p p e a r s  m o r a l l y  
and s o c i a l l y  w r o n y  t:o recjui.ro l i a b i l i t y  
i n s u r a n c e  o n  a c o m p u l s o r y  b a s i n  an a 
c o n d i t i o n  p r e c e d e n t  to e n j o y i n g  the 
p r i v i l e g e  o f  a u t o m o b i l e  d r i v i n g  and 
o w n e r s h i p .

Mot o n l y  d o e s  c o m p u l s o r y  l e g i s l a t i o n  e x t r a c t  a d i s p r o p o r t i o n a t e  

c o s t  f r o m  l o w - i n c o m e  g r o ups, b u t  i t  r a i s e s  the price level of 

e v e r y o n e ' s  i n s u r a n c e .  C o m p u l s o r y  i n s u r a n c e  thus imposes the 

a d d i t i o n a l  h i g h e r  p r e m i u m  and a d m i n i s t r a t i v e  co s t s  on those 

c u r r e n t l y  i n s u r e d ,  w h i c h  in a n y  e v e n t  is the v a s t  m a j ority of tlie 

d r i v i n g  public, to g e t  at the r e m a i n i n g  m i n o r i t y ,  those c u r r e n t l y  

u n i n s u r e d .

So the q u e s t i o n  r e m a i n s ,  is the c o s t  to e v e r y o n e  worth tlie 

r e a l i s t i c  b e n e f i t  w e  can hope to a c h i e v e .  B o d i e s  i n v e s t i g a t i n g  

c o m p u l s o r y  i n s u r a n c e  in o t h e r  s t a t e s  h a v e  s a i d  no, p r i m a r i l y  for 

the same r e a s o n s .  In 1901 a T e n n e s s e e  S u b c o m m i t t e e  s t u d y i n g  a u t o­

m o b i l e  c o m p u l s o r y  i n s u r a n c e  laws m a d e  tlie f o l l o w i n g  r e c o m m e n d a t i o n

O u r  f i n d i n g s  r e v e a l  ‘that d e s p i t e  c o n s i d e r a b l e  
and v a r i e d  e n f o r c e m e n t  e f f o r t s  i n  other states, 
i n c l u d i n g  the a d o p t i o n  of n o - f a u l t ,  no state 
has d e v i s e d  a w o r k a b l e  or c o s t - e f f e c t i v e  
e n f o r c e m e n t  syst e m .  In a d d i t i o n ,  experience 
in o t h e r  states i n d i c a t e  the a d o p t i o n  of 
c o m p u l s o r y  i n s u r a n c e  in T e n n e s s e e  would only 
i n c r e a s e  the p e r c e n t a g e  of i n s u r e d  drivers 
f r o m  the c u r r e n t  00 p e r c e n t  to 013 percent;.
M o r e  i m p o r t a n t l y ,  the cost of l i a bility 
i n s u r a n c e  plus u n i n s u r e d  m o t o r i s t  coverage in 
T e n n e s s e e  is less t h a n  the s a m e  coverage in 
any c o m p u l s o r y  s t a t e ,  and c o n s i d e r a b l y  less 
than the same c o v e r a g e  in any c o m p u l s o r y  n o­
fa u l t  state. T h e  r e s p o n s i b l e  m o t o r i s t  should
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not p/iy m o r e  for i n s u r a n c e  c o v e r a g e  nor be 
s u b j e c t e d  to liarrnaameiit in a futi le; e 1:fort 
to e n f o r c e  a c o m p u l s o r y  i n s u r a n c e  lav/.

N o v e m b e r  ,1.9/ 1901, l e t t e r  f r o m  the T e n n e s s e e  Subcommi ttoe S t u d y i n g

A u t o m o b i l e  C o m p u l s o r y  I n s u r a n c e  haw;;.

A s i m i l a r  c o n c l u s i o n  v/as r e a c h e d  by the S t a t e  A u d i t o r  of W i s c o n s i n  

o n  Ma r c h  10, 1901:

E x p e r i e n c e  in o t h e r  s t a t e s  i n d i c a t e s  that m a n­
d a t o r y  i n s u r a n c e  p r o g r a m s  do n o t  s u b s t a n t i a l l y  
r e d u c e  tlie n u m b e r  of u n i n s u r e d  m o t o r i s t s  and 
the c o s t  of a d m i n i s t e r i n g  such a p r o g r a m  is 
m o r e  than d o u b l e  the cost of the s a f e t y  
r e s p o n s i b i l i t y  p r o g r a m .

M a r c h  10, 1901 l e t t e r  f r o m  the S t a t e  A u d i t o r  of W i s c o n s i n .

If o u r  goal is to g u a r a n t e e  c o m p e n s a t i o n  for v i c t i m s  of f i n a n c i a l l y  

i r r e s p o n s i b l e  m o t o r i s t s ,  w e  can a c h i e v e  that goal m o r e  e f f i c i e n t l y  

a n d  e f f e c t i v e l y  t h r o u g h  c o m p u l s o r y  u n i n s u r e d  and u n d e r - i n s u r e d  

le g i s l a t i o n .  If e v e r y  p e r s o n  w h o  b o u g h t  i n s u r a n c e  i n c l u d e d  this 

coverage, c a r eful d r i v e r s  w o u l d  be p r o t e c t e d  r e g a r d l e s s  of w h e t h e r  

the a t - f a u l t  o t h e r  p a r t y  h a d  l i a b i l i t y  i n s u r a n c e .  O n l y  th o s e  w h o  

cho s e  not to p u r c h a s e  this c o v e r a g e  w o u l d  be w i t h o u t  p r o t e c t i o n .

U n i n s u r e d  m o t o r i s t  c o v e r a g e  is p r o v i d e d  by c o m p a n i e s  to p a y  for 

b o d i l y  i n j u r y  d a m a g e s  to the p o l i c y h o l d e r  c a u s e d  by an u n i n s u r e d  

motorist. V i r t u a l l y  eve r y  s t a t e  w i t h  a c o m p u l s o r y  l i a b i l i t y  

i n s u r a n c e  law also r e q u i r e s  i n s u r e r s  to o f f e r  u n i n s u r e d  m o t o r i s t  

coverage, w h i c h  in e f f e c t  i n d i c a t e s  a lack of faith in
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the tjI.icctJ.voncss of; c o m p u l s o r y  i n s u r a n c e  l e g islation. By 

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

a s s u r i n g  that all d r i v e r s  and p a s s e n g e r s  in tlie i n s u r e d  a u t o­

mob i l e  will have p r o t e c t i o n  a g a i n s t  losses c a u s e d  by an u n­

ins u r e d  mo t o r i s t .  C o m p u l s o r y  a u t o m o b i l e  i n s u r a n c e  cannot m a k e  

this promise.

C o m p a r e d  to the c o s t  of l i a b i l i t y  insu r a n c e ,  u n i n s u r e d  m o t o r i s t  

c o v e r a g e  is very i n e x p e n s i v e .  W e  u r g e  each of y o u  to look at 

y o u r  o w n  p o l i c i e s  to g a i n  an idea of its cost. F u r t h e r m o r e ,  a 

c o m p u l s o r y  u n i n s u r e d  and u n d e r - i n s u r e d  r e q u i r e m e n t  does not impose 

the a d m i n i s t r a t i v e  c o s t  to e i t h e r  the p u b l i c  or p r i v a t e  s e c t o r  

that c o m p u l s o r y  l i a b i l i t y  i n s u r a n c e  l e g i s l a t i o n  w o u l d  impose.

In sum, w e  b e l i e v e  c o m p u l s o r y  l i a b i l i t y  insu r a n c e ,  if enacted, will 

p r o v e  to be b o t h  c o s t l y  and b u r d e n s o m e  to tlie S t a t e  of Alaska, 

a n d  the i n s u r a n c e  i n d u s t r y .  U l t i m a t e l y  it w i l l  p r o v e  to bo b o t h
i

co stly and b u r d e n s o m e  to o u r  p o l i c y h o l d e r s  and to m e m b e r s  o f  the 

g e n e r a l  public. W e  u r g e  this c o m m i t t e e  to s e r i o u s l y  c o n s i d e r  the 

c o s t  and e f f e c t i v e n e s s  of c o m p u l s o r y  i n s u r a n c e  b e f o r e  r e c o m m e n d i n g  

s u c h  a program. W e  b e l i e v e  t h e r e  are o t h e r  a l t e r n a t i v e s  a v a i l a b l e  

w h i c h  c o s t  m u c h  less and a c h i e v e  m u c h  more.

-0-



March 5. .1,98.9
Us yi Homer i Rl-3.sk '.

Mow is i-iit' time f or al1 Rl5.sk-3.rts to wake UP to the dangers of 
some horrible le9i.slytj.ovi workin9 through the Le9isl-a.tu.re this 
year. The worst bit of Presumptive legislation I have seen since 
the original Mandatory flu. to insurance is the attempt to ram a 
new version of that onerous law ri.9ht down our throats. He 
Rlaskans still, have the Financial responsibility Ret to Protect 
us on the road. Unl ike the recent I.y and ri9htfu,lly sunsetbed 
I aw .< it does not Presume that all drivers- are irresponsible 
children* It invokes Penalties only liFfER dama.9e is done and 
restitution not made. Hot everyone is willing to act in a. 
responsible manner.' thus the TRH does not always work as well as 
it could w i tli some tinker in9. Why not strengthen the ex j st i t»9 
law to make ik more workable; rather'1 tha,vi layer us with another 
unworkable^ unnecessary .* and uhcons-titutiona I lawY 
PerhaPs the Financial Responsibility Ret can be strengthened to 
cat I for r evokation of auto registration; auto impoundment; -and 
Performance of community service if ProPer restitution is not 
made after dama.9e is done, fhe truly res-Pons-ible driver is- not 
one who Prostitutes oneself to the insurance mobsters; but- 
rather. they are those who realize that accidents do happen.- 
drive in a manner'1 so as to minimize damage in case of an 
accident.* and are wil.!.in9 to take responsibility for damage they 
do cause> The truly responsible driver- also wears safety 
.apparatus Provided by the vehicle.* avid does not need the threat 
of legal Penalty to act in their own best intrest# bince I98b 
freedom loving ll 1 askans have fou.9ht institution of a Mandatory 
Seat Belt law. Let's use our energies to tell People how silly 
i t i s t o o P e r a t e a n a u. t o w i t lv o u t s e a t b e 11 s . I n a. n o n—s- o c j. a 1 i s t i c. 
society.* such as ours Presumably is.* government- simply has no 
business saving lives.How is the time to kill both of these 
p resumP t i ve P i eces oi’ soc i a. I i st i c 1 eg i s I at- i on .*
I Jremaiti Vours- In f reedom.*

HCR 36975^., .. 
Hear- Homier; I Ikt 
235--681I

r : s .
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H u y c k e  G e n e r a l  A g e n c y

______  2900 Boniface Parkway, Suite 200
(uXAMGAj Anchorage, Alaska 99504
t*sm

FA X  907-338-7234 A p r i l  20, 1989 907-338 0491

Tc  A l l  Our Good B ro k e rs : 

R e : IM /U IM -B l/P D

None o f  un a p p re c ia te  h a v in g  to  make r a te  in c r e a s e s  ( S c o t t s d a le  has n o t 
made one i n  th r e e  y e a r s ) .  B u t e v e r  s in c e  S t a tu t e  r e v i s io n s  r e q u ir in g  th e  
o f f e r  o f  U n der in su red  M o to r is t s  and a ls o  P r o p e r ty  Damage co ve ra g e , our UM 
e xp e r ie n ce  has "been d is a s tr o u s .  And we no lo n g e r  t h in k  i t  a p p ro p r ia te  to  
make th e  o th e r  L i a b i l i t y  C o verage  premiums c o v e r  th e  UM/lJIM lo s s  e x p e r ie n c e .

T h e r e fo r e , e f f e c t i v e  14ay 1, 1 9 8 9  f o r  NEW b u s in e s s ; and June 1, I 989  f o r  
RENEWAL b u s in e s s , we a re  a d d in g  a  $100. su rcharge  p e r  au to  on a l l  au to  
p o l i c i e s .  As we is s u e  ren ew a l q u o tes  w i t h in  60 days  o f  e x p ir a t io n  and h o ld  
new quo tes  f o r  60  d a ys , p le a s e  make sure yo u  a d ju s t  th e s e  qu o tes  when r e ­
q u e s t in g  p o l i c i e s .

F i n a l l y ,  w i th  t h i s  in c r e a s e  d i r e c t l y  a p p l ic a b le  t o  IJI*l/U inyi c o ve ra g es , i t  i s  
p ro bab le  yo u  w i l l  see more r e q u e s ts  b y  th e  In s u re d  t o  r e j e c t  such c o ve ra g e . 
We do hope you  w i l l  go on w r i t t e n  re co rd  w i t h  such in s u r e d  as to  what th e  
r e j e c t io n  means to  a v o id  E  & 0 s i tu a t io n s  when a  c la im  i s  d e n ie d .
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Reply to: JUNEAU
O' COuMSCl JOHN C. HUGHES RICHARD O. GANTZ

April 6, 1989 

HAND DELIVERED

Senator Eliason
Labor & Commerce Committee Chairman 
P.O. Box V
Juneau, Alaska 99811

Re: Committee Substitute for House Bill 44

Dear Senator Eliason:

I recently received the enclosed graphs setting forth the 
uninsured motorists/bodily injury frequency ratio for the States 
of Alaska, New Mexico, Arizona, Indiana, and Texas. What these 
charts show is that our uninsured motorists claims typically go 
down immediately after enactment of a compulsory insurance law, 
but that the uninsured motorists claim very quickly climb back up 
to at or near the levels they were at immediately before the 
passage of such a law.

I also just receive a memorandum from one of the State Farm 
actuaries expressing concern about Section 6. This section 
requires that a policy provide both liability and in some cases 
physical damage coverage for rented motor vehicles. it places no 
limitation on the number of days that an insured can rent a 
vehicle and can have coverage. Nor does it limit the types of 
vehicle that can be rented and be covered. Section 6 
furthermore places no limitation on coverage for business use 
rentals.
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We feel this requirement oE such broad coverage for rental 
vehicles is unfair. It is unfair because it forces those who 
never or only rarely rent vehicles to share the cost of those who 
do rent vehicles frequently or for long periods of time. It is 
particularly unfair if it forces people with personal auto 
policies to share the cost of those who rent cars for business 
purposes. Certainly the cost of business purpose rental should 
be born by the business benefiting from those rentals and not 
shared by the insuring public many of whom will end up paying for 
something they do not take advantage of.

We believe the best approach to dealing with the rental 
vehicle situation is the National Association of Insurance 
Commissioners Model Act which limits the rental company's ability 
to hold the renter responsible for damage to the vehicle. As 
more and more states enact that legislation, it will become less 
necessary for individual policies to extend coverage to rental 
v e h i c l e s .

With respect to Item G of Section 6, we are not sure what it 
is intended to accomplish. We see little valid purpose to 
requiring a company to issue a short term policy which is valid 
only for a maximum of seven days. The handling charges for such 
a policy would be high, and as far as we know there is little 
demand for such coverage.

I also should add that I yesterday received a telephone call 
from Mike Ford regarding the change we proposed to Section 
28.22.301 of this legislation. We proposed this language because 
of experience we have had in other states which have adopted 
mandatory insurance where by judicial decision courts have 
interpreted mandatory coverage as meaning absolute or total 
coverage regardless of policy conditions, limitations or 
exclusions. We do not understand this to be the purpose of this 
legislation and hope that if the committee does choose to move 
this bill, this change can be made.

The following types of exclusions are examples of what we 
are concerned about:

1. Intentional acts to injure the person or property of third 
p a r t i e s .

2. Vehicle stolen or used without insured's actual or implied 
c o n s e n t .
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3. insured's failure to cooperate in reporting of accident or 
forwacding of suit papers.

4. jhicle owned but not insured by named insured.

5. Vehicle rented to others.

6. Vehicle used to carry persons for hire, but not in an 
expense-sharing arrangement.

7. Vehicle being repaired, serviced, or used by any person 
employed or engaged in the automobile business.

8. Liability assumed under a contract.

9. Liability ircurred under workers' compensation or 
occupational disability law.

10. Liability to any employee of the insured arising from 
employment.

11. Liability to fellow servant arising from employment.

12. Liability for damage to property owned by, rented to, in the 
care of, or being transported by an insured.

13. Liability for injury or death to any insured or relative 
resident of insured's household.

14. Liability for injury or damage for which United States might 
be liable for use of insured vehicle.

15. Liability incurred by or on account of driver specifically 
excluded from coverage.

16. For insured's concealment or material misrepresentation 
which wrongfully induces insurer to issue policy of insurance.

All the risks which are excluded of course tend to narrow the 
exposure and thus decrease the cost of automobile insurance. The 
difficulty we have had, however, is that a number of courts after 
the enactment of mandatory insurance, have found exclusions are 
contrary to the philosophy of mandatory liability coverage and 
thus have invalidated those exclusions. A good example is the 
recent decision of the Montana Supreme Court in the case of Iowa 
Mutual Insurance Company v. Davis and B e c k , Number 87-317 
(March 18, 19 88 M o n t a n a ). TiT that case the insured's son was
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specifically excluded from coverage. However, the Montana 
Supreme court found that such an exclusion was inconsistent with 
the philosophy of mandatory automobile insurance and invalidated
this as well as other exclusions up to the limits of the 
mandatory insurance law. Courts in Michigan, Louisiana, Utah,
Oklahoma, and Kansas have at one time or another done the same. 
'This is why we continue to strongly recommend the following 
change to Section 28.22.301:

A provision in this chapter may not be
interpreted to prohibit a motor vehicle 
liability policy from including limitations, 
conditions, exceptions, exclusions, or other 
provisions [that do not violate the 
requirements of this Chapter or other 
applicable law.] This Chapter is not intended 
to modify, amend or invalidate existing motor 
veBlcle liability insurance policy terms, 
conditions, limitations, or exclusions, or to 
preclude insurance companies from using 
similar terms, conditions, limit a t i o n s , or
exclusions in existing or future contracts'?

Thank you for considering our suggestions.

Sincerely,

HUGHES, THORSNESS, GANTZ,
POWELL & BRUNDIN

Michael L. Lessmeier

MLL:srs/017 3L

Enclosure: Graphs

cc: Senator Rodey
Senator Faiks 
Senator Kerttula 
Senator Coghill
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Reply to: JUNEAU
OF COUNSEL JOHN C. HUGHES RICHARD 0. GANTZ

April 7, 1989

Ms. Sheila Peterson 
Legislative Aide 
Office of Senator Eliason 
P.O. Box V
Juneau, Alaska 99811

Re: NAIC Collision Damage Waiver Model Act

Dear Sheila:

Enclosed herewith, please find a copy of the NAIC Collision 
Damage Waiver Model Act. as well as a report of the Advisory 
Committee that preceeded the NAIC passage of this Act. if we can 
provide further information to you in this regard, please let us 
know and we will be happy to do so.

Sincerely

HUGHES, THORSNESS, GANTZ 
POWELL & BRUNDIN

M i c h a e l  L .  L e s s m e i e r

da-0207L

E n c l o s u r e s



CO LL IS IO N  DAMAGE W AIVER 
M O D EL ACT

T ab le  o f C on ten ts

Section 1. Title of Chapter 
Section 2. Scope
Section 3. Purpose
Section 4. Definitions
Section 5. Practices Prohibited
Section 6. Penalties
Section 7. Effective Date

S ec tio n  1. T itle  o f C h a p te r

This chapter shall be known and may be cited as the Collision Damage Waiver Model Act.

S ec tio n  2. S cope

This chapter shall apply to all persons and organizations renting private passenger automobiles from loca­
tions in this state

Drolling Note: This Act replaces the Collision Damage Waiver Model Act adopted by the NAIC in June, 1986.

S ec tio n  3. P u rp o s e

The purpose of this Act is to prohibit rental car companies from imposing liability upon renters subject to 
certain stated exceptions and the sale of the collision damage waiver in connection with private passenger 
automobile rental agreements of thirty CiO) days or less.

Section 4. Definitions

A. “Rental Company” means any person or organization in the business of providing private pas­
senger automobiles to the public

B. “Renter” means any person or organization obtaining the use of a private passenger automobile 
from a rental company under the terms of a rental agreement.

C. “Rental Agreement” means any written agreement setting forth the terms and conditions govern­
ing the use of a private passenger automobile provided by a rental company.

D. "Damage" shall mean any damage or loss to the rented vehicle, including loss of use and any costs 
and expenses incident to the damage or loss.

E . “Private Passenger Automobile” or “Vehicle” shall mean a motor vehicle of the private passenger 
type including passenger vans and mini vans that are primarily intended for transport of persons.

E “Authorized driver7' shall mean: the person to whom the vehicle is rented; his/her spouse if a licensed 
driver and satisfying the rental company’s minimum age requirement; his/her employer or 
coworker if engaged in business activity with the person to whom the vehicle is rented and if a 
licensed driver satisfying the rental company’s minimum age requirement; any person who oper­
ates the vehicle during an emergency situation or while parking the vehicle at a commercial

Model Regulation Service-July 1988
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establishment; or any person expressly listed by the rental company on the rental agreement as 
an authorized driver.

S e c tio n  5. P ra c t ic e s  P ro h ib i te d

A. No rental company snail, in rental agreements of thirty (30) continuous days or less, hold any 
authorized driver liable for any damage, except where:

Drolling Note: It isexpressly recommended by the NAIC that no deductible be charged by the rental company. Any jurisdiction that 
chooecs to allow a nominal deductible should be careful to include language which would prohibit the offering of a waiver for whatever 
nominal deductible is allowed.

(1) The damage is caused intentionally by an authorized driver or as a result of his willful and 
wanton misconduct;

(2) Tlie damage arises out of the authorized drivers operation of the vehicle while legally intox­
icated or under the influence of any illegal drug as defined or determined under the law of 
the state where the damage occured;

(3) Tho damage is caused while the authorized driver is engaged in any speed contest;

Drafting Note: "Speed contest" 1s a recognized term in many states. It is in no way intended, however, to mean exceeding a speed 
limit whether lawfully or unlawfully.

(4) Tlie rental transaction is based on information supplied by the renter with the intent to 
defraud tlie rental company;

(5) Tlie damage arises out of the use of the vehicle while committing or otherwise engaged in 
a criminal act in which the automobile usage is substantially related to the nature of the 
criminal activity;

Drafting Note: Tlie intent of Paragraph (5) is to only allow on exception where the vehicle is used in the commission of a felony or 
other serious criminnl activity wherein the vehicle is a means or operative tool of the act including transport of illegal contraband 
or as a means of escape. It is not intended to cover minor traffic violations.

(6) The damage arises out of the use of the vehicle to carry persons or property for hire;

(7) The damage arises out of the use of the vehicle outside of the United States or Canada unless 
such use is specifically authorized by the rental agreement.

B. No action for damage may be brought by a rental company against u renter who is a resident of 
the United States except in the state and county of the renter's primary residence.

C. No security or deposit for damage in any form may be required or requested by the rental 
company during the rental period or pending resolution of any dispute

Drafting Note: It is intended that Subsection C include, but not be limited to, the practice of requiring security in the form of credit 
card lines of credit. Security may be allowed but only in such amounts to reasonably insure payment on the account or security for 
return of the automobile.

D. No waiver may be offered to provide coverage for any of the exceptions [or deductible, if applica­
ble] listed above.

Collision Damogo Waiver
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Any rental company, found by a court of competent jurisdiction or the delegated agency charged with enforc- 
ing this Act in this state, to have violated n provision of this Act, or to have proceeded with a lack of good 
faith to impose liability upon a renter os provided in this chapter, shall lie subject to u penulty of not less 
than five hundred dollars ($500.00) nor more than one thousand dollars ($1,000.00) for each violation.

Section 7. Effective Dote
The provisions of this Act ahull become effective within ninety (90) days after enactment.

Section 6. Penalties

le g is la t iv e  H is t o r y  (a ll re f' ten e ts a r t  to th e  P ro ce e d in g s (/ th e  N A IC ) .
1 3 8 3  P r o c  I I  (a d op ted !.

T h is  m od e l a ct re p la ce s a n  e a r lie r  d o cu m e n t  b y  th e  sa m e  n a m e  w h ic h  u se d  a  d iffe ren t a p p ro a ch . 

19 8 6  Ih o c  1 1 1 2 . 1 7 .  1 6 4 .1 7 2  1 7 3 , 1 7 7 1 7 9  (ado/ted ).
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REPORT OF THE MARKET CONDUCT A D V I S O R Y  COMMITTEE

March 14, 1988

At the December 8, 1987 meeting of the Market Conduct
Surveillance (EX3) Task Force, this Advisory Committee was
requested to reexamine the Issue of the sale by rental car
companies of collision dam a g e  waivers. The Advisory Commit­
tee was also requested to comment on other problem areas 
detailed In the report o f  the Subgroup on Rental Car Insur­
ance d a t e d  N o v e m b e r  19, 1987. T h e  f o l l o w i n g  r e p o r t  is
offered in response to these requests.

The Advisory Committee met February 23 at NAIL head­
quarters In Des Plaines, Illinois. Prior to that meeting,
Advisory Committee members had exchanged various telephone 
calls in connection with recent legislative activity and 
p u b l i c i t y  i n v o l v i n g  the c o l l i s i o n  d a m a g e  w a i v e r  issue. 
The February 23 meeting was devoted to a detailed discussion 
of these issues and has led to the recommendations contained 
in this report.

History of NAIC Activity

T h e  N A I C  has b e e n  s e n s i t i v e  to the p o t e n t i a l  for
a b u s e s  in the sale o f  c o l l i s i o n  d a m a g e  w a i v e r s  (CDWs) 
for several years. These concerns led to the passage of 
the NAIC Model Collision Damage Waiver Act at the June, 1986 
meeting. This model addresses the cost of CDWs by requiring 
the filing of rate information at least 30 days prior to 
use. It further requires car rental companies to be li­
censed to sell CDWs, to file policy forms for approval, and 
to d i s c l o s e  to the c o n s u m e r  i n f o r m a t i o n  c o n t a i n e d  in a 
required notice. To date, no state legislature has enacted 
the model collision damage waiver law, although several have 
considered it.

At the time of passage of the model act, it was recog­
nized that rental car companies would still be able to sell 
collision damage waivers for a fee, even though the protec­
tion offered was less than complete and may be unnecessary 
for some r e n ters. M a n y  c o n s u m e r s  would be inclined to 
purchase collision damage waivers out of confusion or for 
peace o f  mind. It was further recognized that rental car 
companies could continue to advertise d a i l y  rental charges 
that did not include the cost of collision damage waivers. 
C o n s e q u e n t l y ,  the c o n s u m e r  wo uld st i l l  face the c o m m o n  
situation of being attracted to the car rental company by an 
advertised rate, only to find at time of rental that the
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Uotal charge was significantly higher due to the cost of the 
collision damage waiver. Other limitations recognized in 
the model at time of enactment will be referenced later in 
this report.

Recent Developments

Since the December meeting of the NAIC, new evidence of 
the potential for abuse by rental car companies has sur­
faced. Specifically, Hertz has admitted to overcharging in 
excess of $13 million dollars for damage to rental cars over 
a seven year period. These overcharges have been paid by 
individual consumers who had not purchased the CtW (and who 
had no insurance for damage to non-owned vehicles) and by 
i n s u r a n c e  c o m p a n i e s  on b e h a l f  of p o l i c y h o l d e r s  w h o  had 
p u r c h a s e d  c o v e r a g e  for n o n - o w n e d  v e h i c l e s ,  t y p i c a l l y  in 
connection with collision coverage. The situation illus­
trat e s  h o w  the c o l l i s i o n  d a m a g e  w a i v e r  a s p e c t  of the 
car r e n t a l  a g r e e m e n t  is p a r t i c u l a r l y  p r o n e  to fraud and 
other consumer abuse.

It should be noted that the regulation provided for in 
the N A I C  M o d e l  Act w o u l d  not h a v e  p r e v e n t e d  car r e n t a l  
companies from overbilling for damage caused by car renters. 
It further would not have protected consumers against other 
adverse consequences, e.g., having points assessed against 
their p e r s o n a l  auto i n s u r a n c e  p o l i c i e s  d u e  to i n f l a t e d  
claims being paid by insurers on their behalf. In order to 
prevent instances of such overcharging and to address other 
potential areas of consumer abuse, an approach other than 
the existing NAIC Model Act must be considered.

It has been discussed frequently since the outset of 
NAIC consideration of this issue that a collision damage 
waiver is legally not insurance. Rather, it is the forgive­
ness by the lessor of a responsibility of the lessee arising 
under common law or statutory principles of bailment. The 
distinction between insurance and CCW is generally thought 
to be not understood by the average consumer. This d i s tinc­
tion has, however, been significant as attempts have been 
made unsuccessfully to regulate CD/Js under a state's insur­
ance authority. The NAIC Model Act avoided this potential 
p r o b l e m  by r e f r a i n i n g  f r o m  d e f i n i n g  C D W s  as i n s u r a n c e .

Limitation of Bailment Rights

A f t e r  r e v i e w i n g  v a r i o u s  s u g g e s t i o n s  m a d e  to date 
regarding CDls, the Advisory Committee has concluded that 
the most effective way of eliminating actual and potential 
abuse is by changing the law of bailment as it pertains to 
car rental companies. Specifically, the Advisory Committee
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has determined that statutory change is necessary to re­
strict substantially the car rental company's recourse for 
damages caused by the car renter. (Recourse would still be 
allowed in cases of gross misconduct on the part of the car 
r e n t e r ) .  Such a r e s t r i c t i o n  w o u l d  r e q u i r e  car r e n t a l  
c o m p a n i e s  to a s s u m e  the risk of d a m a g e  to their r e n t a l  
vehicles as part of their normal business expenses. These 
expenses consequently would be reflected in daily/weekly 
rental car rates. The risk of loss posed by the elimination 
of b a i l m e n t  r e c o v e r y  c o u l d  be i n s u r e d  a g a i n s t  or se l f -  
insured .

The Advisory Committee recommends the following lan­
guage to accomplish this obiective:

"No person who leases private passenger motor 
vehicles to consumers shall, in lease agreements
of less than 30 days, hold a consumer liable for
physical damage to the motor vehicle, including
loss of use, e x c e p t  where: (1) the d a m a g e  is
c a u s e d  i n t e n t i o n a l l y  by the c o n s u m e r  or as a 
result of his willful or wanton misconduct; (2) 
the d a m a g e  a r i s e s  out of the c o n s u m e r ' s  or his 
permissive users's driving while intoxicated or 
under the influence of any drug; or (3) the damage 
is caused while a consumer or his permissive user 
is engaged in any speed contest."

We would note that the exceptions contained in this 
language are those the NAIC chose to include in the Model 
CEW Act.

Advantages of a Bailment Restriction

This approach offers advantages to both the rental car 
consumer and the automobile insurance policyholder. They 
include the following:

(1) E l i m i n a t i o n of o p p o r t u n i t y  for abuse. Un d e r  
this approach, rental car companies would no Longer have 
recourse against car renters under traditional principles of 
bailment. Consequently, rental car companies would have no 
" r i g h t "  to w a i v e  v i a  the c o l l i s i o n  d a m a g e  w a i ver. The 
consumer would not be faced with the uncertainty he or she 
may experience today at the rental car desk.

(2) Rental car expenses will be in t e r n a l i z e d . Without 
the opportunity to charge for CD4s or to hold car renters 
r e s p o n s i b l e  for damage, car ren t a l  c o m p a n i e s  w o u l d  be 
required to incorporate the collision damage losses into 
their operating expenses. These expenses would be reflected
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in the daiLy or weekly rental, car charges. Since there would 
be no payments from the automobile insurer for damage caused 
by its policyholder to a rental car, auto insurance policy­
holders who would not want or need such coverage in their 
personal automobile policies would not be required to pay 
for it. O n l y  c o n s u m e r s  a c t u a l l y  r e n t i n g  ca rs would be 
paying (in rental car charges) for damage to rental cars.

(3) Eq u i t a b l e  response to problems arising in the car 
rental contex~t~I Ail parties agree that to the extent CL)W 
a b u s e s  exist, they are caused e x c l u s i v e l y  by rental car 
companies. The proposed solution would address such abuses 
directly via a limitation on traditional bailment rights of 
car rental companies. Imposing the solution on insurers 
through mandatory coverage or other requirements would be 
fundamentally unfair.

(4) Possible gaps in coverage for damage to rental c a r s 
w ould be avoided. To the extent coverage for rental cars is 
avail able In a r e n t e r ' s  p e r s o n a l  a u t o m o b i l e  i n s u r a n c e  
policy, it is usually provided under the collision coverage 
p o r t i o n  o f  the p o l i c y .  However, this c o v e r a g e  is not 
all-inclusive, as it typically does not apply to loss of 
use to the rented car. Further, the policyholder who drops 
c o l l i s i o n  c o v e r a g e  from his or h e r  p e r s o n a l  a u t o m o b i l e  
insurance policy may inadvertently be losing coverage for 
rented cars. T h e  a p p r o a c h  r e c o m m e n d e d  by the A d v i s o r y  
Committee avoids these gaps altogether, inasmuch as the car 
renter's personal automobile insurance policy would not be 
responding to claims for damage to rental cars. The several 
CDW exclusions currently found in car rental contracts would 
also cease to be a cause of concern to the consumer.

(5) I n s u r a n c e r e g u l a t o r y  r e s o u r c e s  would not be re­
quired . Problems associated with attempting to regulate 
rental car companies under the provisions of the NAIC Model 
Act would be avoided entirely. Since rental car companies 
would not be able to sell CDWs, there would be no need for 
insurance de partments to approve rates, review policy forms, 
or o t h e r w i s e  r e g u l a t e  ren t a l  c a r  c o m p a n i e s .  Given the 
a l r e a d y  l i m ited r e s o u r c e s  i n s u r a n c e  d e p a r t m e n t s  have to 
d e v o t e  to r e g u l a t i n g  in th ese i m p o r t a n t  ar eas as they 
involve insurance companies, this approach would avoid the 
need for e x t e n d i n g  such r e g u l a t i o n  to the rental car 
industry.

(6) True price competition would be fostered. This 
proposal would require rental car companies to compete on 
even terms. Presently, the costs of the CDWs vary substan­
tial l y  from c o m p a n y  to c o m p a n y .  Some c o m p a n i e s  even 
incorporate the cost of such waivers in their quoted rental



ra t e s  a l r e a d y .  T h e  d i f f i c u l t y  f a c i n g  the c o n s u m e r  In 
determining in advance the approximate cost of renting an 
automobile would be reduced, inasmuch as tlie overall rental 
rate would include the collision damage waiver. Although it 
can be argued in theory that this approach could increase 
the cost of renting cars, pressure caused by enhanced price 
c o m p e t i t i o n  w o u l d  k e e p  any c o s t  i n c r e a s e  to a m i n i m u m .  
S i n c e  t h e r e  a r e  no r e l i a b l e  d a t a  c u r r e n t l y  a v a i l a b l e  to 
determine rental car company profitability, it is possible 
that this approach will actually reduce the overall consumer 
cost of renting cars.

( 7) 0 ther A d v a n t a g e s o_v er t̂ h e _ NA 1C M odel (Jo 11̂  is 1 o n
D a m a g e W a i v er A c t. Tnis a p p r o a c h  w o u l d ”el ini'fnate the 
potential for overcharging car renters or their insurers for 
damage caused to rental vehicles. Insurance companies would 
not be in the disadvantageous position they face today of 
attempting to assess damage to a rental car caused by their 
policyholders. The potential competitive disadvantages to 
small rental car companies posed by tlie current NAIC Model 
Act filing requirements would be eliminated. The problems 
of distinguishing the COJ from insurance would be avoided. 
Car renters would not find themselves "in the middle" of 
damage claims involving their insurance companies and rental 
car companies. Car rental companies would have an incentive 
to r e p a i r  d a m a g e d  car s e x p e d i t i o u s l y  to r e d u c e  loss of 
u s e .

Other Problems Identified by the Subgroup

The report of the NAIC Subgroup on Rental Car Insurance 
also referenced sales practices involving personal effects 
coverage, excess liability coverage, and accidental death 
and d i s m e m b e r m e n t .  Vie w o u l d  n o t e  that these ar eas are 
a l r e a d y  s u b j e c t  to the i n s u r a n c e  r e g u l a t o r y  a u t h o r i t y  
of the states. To the extent that abuses in these areas are 
o c c u r r i n g ,  s t a t e  r e g u l a t o r y  o f f i c i a l s  h a v e  the p o w e r  to 
correct them. Since the thrust of the Subgroup's concerns 
appear to be related to sales activity by rental car company 
e m p l o y e e s ,  we w o u l d  m e n t i o n  p a r t i c u l a r l y  the e x i s t i n g  
r e g u l a t o r y  a u t h o r i t y  to r e q u i r e  l i c e n s e s  of i n s u r a n c e  
p r o d u c e r s .

In closing, the Advisory Committee urges the Task Force 
to c o n s i d e r  c a r e f u l l y  the a p p r o a c h  o f f e r e d  to r e s o l v e  
p r o b l e m s  a s s o c i a t e d  w i t h  the sale of c o l l i s i o n  d a m a g e  
w a i v e r s .  T h e  A d v i s o r y  C o m m i t t e e  is not s u g g e s t i n g  that 
common law and statutory principles related to all bailment 
situations be modified; only bailment r e l a t i n g’to the car 
rental relationship. That relationship has been shown to be 
particularly prone to abuse and confusion and consequently 
merits special treatment to protect consumers.



T h e  A d v i s o r y  C o m m i t t e e  s h a r e s  the f r u s t r a t i o n  of 
Task Force members over problems in the sale of collision 
d a m a g e  w a i v e r s .  T h e s e  p r o b l e m s  ha ve h a r m e d  c o n s u m e r s  
f i n a n c i a l l y  and need to be a d d r e s s e d  e f f e c t i v e l y .  We 
believe that the best and most equitable solution in this 
area lLes In the s t a t u t o r y  c h a n g e  r e c o m m e n d e d  in this 
report. We will be pleased to work further with tlie Task 
Force in discussing and refining this approach.



MEMORANDUM State of Alaska
TO: Linda Wild

Special Assistant to Commissioner 
DCED

THRU: Paul Roller, Director 
Division of Insurance

FROM: Bob Sims
Insurance Ifî arket Analyst II 
Division of Insurance 
Department of Commerce and 

Economic Development

DATE: April 6, 1989 

FILE NO.:

TELEPHONE NO.: (907) 465-2517

SUBJECT: Mandatory Auto 
Insurance

This bill reinstates mandatory automobile insurance immediately upon passage. 
It also calls for the sunsetting of mandatory Insurance on January 1, 1994.

We have a concern about one section of the bill. On January 1, 1994 AS 
21.89.020(f)(2) is repealed and reenacted to read:

"An automobile liability insurance policy must provide liability coverage for 
motor vehicles rented in the United States or Canada by a person insured 
under this policy: coverage required under this paragraph is primary if 
multiple coverage exists."

This proposed section of the bill concerns motor vehicle liability insurance for 
rented vehicles. It would require that in the event a person had multiple 
insurance coverage, ie coverage on his vehicle, insurance provided under AS 
21.89.020(f)((2) would apply before coverage from the rental car company's 
Insurance policy would apply. It makes the renters' coverage primary. This 
proposal is tailored after a similar provision in Florida where tlie system is 
different. Florida has a no fault law.

Historically, auto liability insurance has been based upon the concept 
"insurance follows the auto." Insurance premium and loss data are collected 
based upon the type of vehicle and garage location. Personal Insurance is 
distinguished from commercial insurance and business insurance. Personal 
rates are based upon an individual's personal use of owned vehicles in the local 
area.

Auto rates for car rental companies are based upon rental of that vehicle in the 
location from which it is rented. Most vehicles are rented for business or 
vacation use.

If personal auto "insurance" was covering business and non-local usage, the 
statistical base for premiums would be undermined. In all likelihood, those 
Alaskans who do not travel and rent autos would be subsidizing those of us who 
do.

P A G E  1



MEMORANDUM
Paul Roller 
4/6/89

Furthermore, most Alaskans on vacation will rent a vehicle outside. Those 
premiums and losses should not be included in the Alaskan data base.

Finally, because this proposal runs counter to the reasonable expectations of 
vacationers coming to Alaska, it might well adversely impact the state's image 
for tourists if they have surprises when they rent vehicles in Alaska.
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Alaska State Legislature
S E N A T E

Official Business P.O. Box V
State Capitol 

Juneau, Alaska 99811

MEMORANDUM

T o :  S e n a t o r  D i c k  E l i a s o n
S e n a t e  L a b o r  a n d  C o m e ftn f c f l t t e e

F r o m :  S e n a t o r  J a c k  C o g h i

R e :  M a n d a t o r y  A u t o  I n s u

D a t e :  A p r i l  5 ,  1 9 8 9

A t t a c h e d  y o u  w i l l  f i n d  a  c o p y  o f  a  l e t t e r  f r o m  a n o t h e r  o n e  o f  
m y c o n s t i t u e n t s  t h a t  h a s  e x p e r i e n c e s  a  p r o b l e m  w i t h  o u r  
p r e s e n t  s y s t e m  o f  m o t o r  v e h i c l e  l a w s ,  a s  t h e y  r e l a t e  t o  a u t o  
i n s u r a n c e .

I  s u g g e s t  t h a t  l e n g t h y  L a b o r  & C o m m e r c e  h e a r i n g s  b e  h e l d  t h i s  
i n t e r i m  t o  a d d r e s s  t h e  t e n  p o i n t s  r a i s e d  i n  A r l e e n  B u r g e s s ' s  
a t t a c h e d  l e t t e r .

Y o u  w i l l  n o t e  t h a t  s e v e r a l  o f  t h e  i s s u e s  r a i s e d  i n  t h e  l e t t e r  
a l s o  h a v e  b e a r i n g  o n  J u d i c i a r y  C o m m i t t e e  w o r k .  T h e r e f o r e ,  I  
h a v e  a l s o  n o t i f i e d  S e n a t o r  F a i k s  o f  m y  c o n c e r n  i n  t h i s  a r e a .
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I * U K L I C  K E F E 2 V K E I I  A G E N C Y  /  m b m n e t t e  street
/ SUITE 1

j  FAIRBANKS. AtASKA 09701-4510
/ PHONE: (907) 452-1621

November 2, 1988

Bruce Geraghty
P.O. Box 55028 ■
North Pole, Alaska 99705i

Dear Mr. Geraghty:

Earlier today, we discussed the problem Ms. Starr Tucker has encountered in 
attempting to secure a driver's license. Ms. Tucker and I both appreciate 
your interest in her situation and your prompt response to her request for 
help.

In September of 1985, Ms. Tucker was involved in a motor vehicle accident; the 
other vehicle was driven by a gentleman named Cleve Davis, Jr. Because she 
didn't have insurance, Ms. Tucker's license was revoked for ninety days, 
pursuant to AS 28.22.240(a)(1), and she will be required to satisfy the SR-22 
insurance requirement described in AS 28.22.260(b) until January 1989. She 
understands these provisions and is fully prepared to comply with them. The 
problem relates to the additional requirement of a security deposit which 
appears in AS 28.20.150. Under that provision, she must also post security in 
an amount specified by DMV in order to get her license back. Ms. TUcker has 
been, and continues to be, financially unable to satisfy that requirement.

As Mr. Delaney told me this morning, the obvious purpose of that requirement 
is to protect the other person involved in the accident; it is inapplicable in 
the event of execution of a release, AS 28.20.100, entry of judgment, AS 
28.20.110, or settlement of the claim, AS 28.20.120. Ms. Tucker has been 
unable to settle the claim or obtain a release because Mr. Davis appears to 
have left Alaska for parts unknown. Normally, under these circumstances, it 
would be a simple matter for her to go to court and obtain an adjudication of 
nonliability. But she is precluded from doing that by the fact that the 
relevant statute of limitations has already run. See AS 09.10.070.

Ms. Tucker's predicament seems to be the result of an inconsistency within the 
statutory scheme. Any liability she might have had toward Mr. Davis was 
extinguished as of September 1987. Yet the security requirement, which is 
supposed to protect Mr. Davis, remains effective until January 1989. That 
requirement is obviously pointless with regard to the period between those 
dates. What is worse, though, is that it deprives Ms. Tucker of the 
opportunity to regain her driving privileges during that period and there is 
apparently nothing she can do about it.
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A L A S K A  S T A T E  L E G I S L A T U R E  - S E N A T E
S E N A T O R  R I C H A R D  I E L IA S O N

MULES COMMIT TEE, CHAIRMAN
l a b o h  a c o m m e r c e  c o m m i t t e e , v i c e-c h a i r m a n  

LEOIUl ATIVe COUNCIL 
RESOURCES COMMITTEE 

FISHERIES SUBCOMMITTEE, CHAIRMAN

P O  BOX V 
JUNEAU ALASKA 90811 

(90N48S 49IS

P O  BOX I4J 
SIIKA, Al AS* A 99614

J u n e  7 ,  1 9 8 0

J o h n  S t r a s e n b u r g h  
P .  0 .  B o x  1 0 0 1 7 1  
A n c h o r a g e ,  A l a s k a  9 9 5 1 0

D e a r  M r .  S t r a s e n b u r g h :

T h a n k  y o u  f o r  y o u r  r e c e n t  l e t t e r  c o n c e r n i n g  t h e  S e n a t e ' s  
f a i l u r e  t o  p a s s  l e g i s l a t i o n  e x t e n d i n g  t h e  m a n d a t o r y  a u t o  
i n s u r a n c e  r e q u i r e m e n t .  I  c a n  c e r t a i n l y  u n d e r s t a n d  y o u r  
i n t e r e s t  i n  t h i s  i s s u e  d u e  t o  y o u r  i n v o l v e m e n t  i n  a n  a c c i d e n t  
w i t h  a n  u n i n s u r e d  d r i v e r .

M a n d a t o r y  a u t o  i n s u r a n c e  h a s  b e e n  d e b a t e d  b y  t h e  L e g i s l a t u r e  
f o r  m a n y  y e a r s ,  a n d  t h e  i s s u e  h a s  l o n g  b e e n  c o n s i d e r e d  a 
c o n t r o v e r s i a l  o n e .  T h e  la v ;  n o w  o n  t h e  b o o k s  ( p a s s e d  i n  1 9 8 4 )  
w a s  m a d e  s u b j e c t  t o  a  " s u n s e t "  p r o v i s i o n ,  a  p r o v i s i o n  p u t  i n  
p l a c e  s o  t h a t  t h e  p r o g r a m  c o u l d  b e  r e v i e w e d  t o  d e t e r m i n e  
w h e t h e r  o r  n o t  i t  w a s  p e r f o r m i n g  a s  e x p e c t e d ;  i f  i t  w a s  n o t ,  
i t  c o u l d  b e  d i s c o n t i n u e d .

T h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  r e c o m m e n d e d  l a s t  y e a r  t h a t  t h e  
l a w  b e  s u n s e t t e d .  T h e  r e q u i r e m e n t  o f  m a n d a t o r y  a u t o  i n s u r a n c e  
i s  b e i n g  e n f o r c e d  b y  t h e  D e p a r t m e n t  o n l y  w h e n  a n  a c c i d e n t  
o c c u r s ,  a n d  i s  n o t  e n f o r c e d  w h e n  a  6 - p o i n t  v i o l a t i o n  o c c u r s .  
E n f o r c e m e n t  c a p a b i l i t y  h a s  b e e n  l i m i t e d  b y  t h e  a m o u n t  o f  m o n e y  
a p p r o p r i a t e d  f o r  t h e  p r o g r a m .

T h e  D e p a r t m e n t  h a s  a l s o  q u e s t i o n e d  w h e t h e r  t h e  l e g i s l a t i o n  i s  
c o s t - e f f e c t i v e .  A l t h o u g h  t h e  l a w  d i d  h a v e  a n  i m p a c t  o n  
r e d u c i n g  t h e  n u m b e r  o f  u n i n s u r e d  d r i v e r s ,  t h e  q u e s t i o n  w a s  
r a i s e d  w h e t h e r  t h e  v a l u e  o f  t h e  p r o g r a m  j u s t i f i e s  t h e  c o s t s  o f  
a d m i n i s t e r i n g  i t .

Y o u r  e x p e r i e n c e  i n  b e i n g  h i t  b y  a n  u n i n s u r e d  m o t o r i s t  
h i g h l i g h t s  o n e  o f  t h e  d e f i c i e n c i e s  o f  t h e  l a w .  E v e n  w i t h  a  
m a n d a t o r y  a u t o  i n s u r a n c e  r e q u i r e m e n t ,  u n i n s u r e d  a n d
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u n d e r i n s u r e d  d r i v e r s  a r e  o n  t h e  r o a d .  I t  i s  p o s s i b l e  t o  
r e d u c e  t h e  o d d s  o f  t h i s  s i t u a t i o n  o c c u r r i n g ,  t o  a  c e r t a i n  
d e g r e e ,  b u t  i t  i s  i m p o s s i b l e  t o  e l i m i n a t e  t h e m .

W h e n  m a n d a t o r y  a u t o  i n s u r a n c e  i s  t e r m i n a t e d  ( J a n .  1 ,  1 9 8 9 ) ,  
t h e  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  w i l l  r e m a i n .  T h e  f i n a n c i a l  
r e s p o n s i b i l i t y  l a w  p r o v i d e s  t h a t  i f  y o u  a r e  i n v o l v e d  i n  a n  
a c c i d e n t  a n d  t h e  o t h e r  p e r s o n  i s  a t  f a u l t ,  t h e y  a r e  l i a b l e  f o r  
t h e  d a m a g e s .  I f  y o u  a r e  i n v o l v e d  i n  a n  a c c i d e n t ,  a n d  a r e  n o t  
a t  f a u l t ,  a n d  t h e  o t h e r  p a r t y  h a s  n o  i n s u r a n c e  a n d  n o  m o n e y  t o  
p a y  f o r  d a m a g e s ,  e v e n  i f  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  i s  
i n  e f f e c t , t h e  o n l y  w a y  y o u  a r e  c o v e r e d  i s  i f  y o u  h a v e  
p u r c h a s e d  u n i n s u r e d / u n d e r i n s u r e d  m o t o r i s t ' s  c o v e r a g e .  ( F r o m  
y o u r  l e t t e r ,  I  i n f e r  t h a t  y o u  d o  h a v e  t h i s  c o v e r a g e .  
I n c i d e n t a l l y ,  y o u r  r a t e s  s h o u l d  n o t  g o  u p  a s  a  r e s u l t  o f  a n  
a c c i d e n t  u n l e s s  y o u  w e r e  m o r e  t h a n  50% a t  f a u l t ,  i n  w h i c h  c a s e  
m o s t  c a r r i e r s  w i l l  i n c r e a s e  y o u r  r a t e s . )

S t a t i s t i c s  r e f l e c t  t h a t  t h e  n u m b e r  o f  d r i v e r s  s u s p e n d e d  u n d e r  
t h e  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  w h o  w e r e  u n a b l e  t o  c o m p l y  
w i t h  t h e  f i n a n c i a l  r e s p o n s i b i l i t y  r e q u i r e m e n t  c o n s t i t u t e d  l e s s  
t h a n  3% o f  t h e  t o t a l  n u m b e r  o f  d r i v e r s  i n v o l v e d  i n  m o t o r  
v e h i c l e  a c c i d e n t s . T h i s  d o e s  n o t  m e a n  t h a t  2 .9 %  o f  t h e  p e o p l e  
w h o  w e r e  i n v o l v e d  i n  a c c i d e n t s ,  a n d  n o t  a t  f a u l t ,  w e r e  n o t  
c o m p e n s a t e d ,  a s  s o m e  m a y  h a v e  h a d  u n i n s u r e d  m o t o r i s t  c o v e r a g e ,  
l i k e  y o u r s e l f .

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

W h e n  y o u  c o m e  d o w n  t o  i t ,  y o u  r e a l l y  b u y  i n s u r a n c e  f o r  
y o u r s e l f ;  y o u  m a k e  t h e  c h o i c e  w h e t h e r  y o u  w a n t  t o  b e  c o v e r e d  
o r  n o t ,  w h e t h e r  i t  i s  h e a l t h  i n s u r a n c e ,  l i f e  i n s u r a n c e ,  m o t o r  
v e h i c l e  i n s u r a n c e  o r  o p t i o n a l  u n i n s u r e d  m o t o r i s t  c o v e r a g e .  M y 
c h o i c e ,  l i k e  y o u r s ,  i s  t o  t a k e  r e s p o n s i b i l i t y  f o r  m y s e l f ,  a  
c o n c e p t  y o u  d e s c r i b e  a s  f u n d a m e n t a l .  I  d o n ' t ,  a s  y o u r  l e t t e r  
c l a i m s ,  " e n d o r s e  t h e  o p p o s i t e . "  I  d o  r e c o g n i z e ,  a s  d o  m o s t  
r e s p o n s i b l e  a d u l t s ,  t h a t  t h e r e  a r e  a l w a y s  g o i n g  t o  b e  p e o p l e  
w h o  d o  n o t  a s s u m e  f u l l  r e s p o n s i b i l i t y  f o r  t h e m s e l v e s ;  t h a t ' s  
j u s t  a  f a c t  o f  l i f e .  Y o u  q u e s t i o n ,  " W h a t  p o s s i b l e  
j u s t i f i c a t i o n  c a n  t h e r e  b e  f o r  a l l o w i n g  u n i n s u r e d  d r i v e r s  a n d  
v e h i c l e s  o n  t h e  r o a d ? "  T h e r e  i s  n o  j u s t i f i c a t i o n ,  a n y  m o r e  
t h a n  t h e r e  i s  j u s t i f i c a t i o n  f o r  p e o p l e  t o  b r e a k  a n y  l a w ,  b u t  
t h e  r e a l i t y  i s  t h a t  e v e n  w i t h  m a n d a t o r y  a u t o  i n s u r a n c e  y o u  
c a n ' t  a s s u r e  t o t a l  c o m p l i a n c e .
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Y o u r  l e t t e r  s t a t e s  t h a t  y o u  w r o t e  t o  R e p .  D o n l e y  t o  r e c o m m e n d  
c h a n g e s  i n  t h e  l a w  t o  c o r r e c t  " w e a k n e s s e s "  a n d  t h a t  o n e  o f  
t h e s e  s u g g e s t i o n s  w a s  t o  r e q u i r e  p r o o f  o f  i n s u r a n c e  a t  t h e  
t i m e  o f  v e h i c l e  r e g i s r a t i o n .  T h i s  c o n c e p t  h a s  r e c e i v e d  a m p le  
d i s c u s s i o n  o v e r  t h e  y e a r s ,  a n d  m a d e  s o m e  p r o g r e s s  i n  1 9 8 6 .  
U n f o r t u n a t e l y  i t  i s  n o t  t h a t  m u c h  m o r e  e f f e c t i v e .  T h e  
r e q u i r e m e n t  c a n  b e  c i r c u m v e n t e d  b y  i n d i v i d u a l s  t h r o u g h  
o b t a i n i n g  b i n d e r s  o r  s h o r t - t e r m  p o l i c i e s ,  a n d  t h e  p r o g r a m  
w o u l d  h a v e  b e e n  c o s t l y  t o  a d m i n i s t e r :  a  r e q u i r e m e n t  t h a t
i n s u r a n c e  c o m p a n i e s  n o t i f y  t h e  D i v i s i o n  o f  M o t o r  V e h i c l e s  i n  
t h e  e v e n t  o f  a  c a n c e l l a t i o n  w a s  e s t i m a t e d  t o  i n c r e a s e  c o s t s  b y  
$ 6 7 0 , 0 0 0 .

P e r h a p s  m o s t  n o t e w o r t h y  i s  t h a t  i n  1 9 8 6 ,  w h e n  t h i s  a p p r o a c h  
w a s  b e i n g  c o n s i d e r e d ,  a b o u t  9% o f  t h e  A l a s k a n s  i n v o l v e d  i n  
a c c i d e n t s  w e r e  u n i n s u r e d ,  a  r a t e  w i t h i n  t h e  r a n g e  o f  t h e  3% -  
10% r a t e  i n  s t a t e s  w h i c h  a l r e a d y  r e q u i r e d  p r o o f  o f  i n s u r a n c e  
b e f o r e  r e g i s t r a t i o n .  T h e r e  i s  s i m p l y  a  c e r t a i n  g r o u p  o f  
p e o p l e  o n e  i s  n e v e r  g o i n g  t o  r e a c h .

I  d o n ' t  e x p e c t  t h i s  l e n g t h y  l e t t e r  t o  c h a n g e  y o u r  v i e w s ,  b u t  I  
a p p r e c i a t e  y o u r  t a k i n g  t i m e  t o  l o o k  a t  s o m e  o t h e r  a s p e c t s  o f  
t h e  i s s u e .  I ' m  s u r e  i t  w i l l  b e  o n  t h e  a g e n d a  f o r  t h e  n e x t  
l e g i s l a t i v e  s e s s i o n .  Y o u  m ay  w a n t  t o  m a k e  y o u r  v i e w s  k n o w n  t o  
y o u r  e l e c t e d  r e p r e s e n t a t i v e s  i n  t h e  m e a n t i m e .

S i n c e r e l y ,

P . S .  N o ,  I ' m  n o t  " o n e  o f  t h e m  [ u n i n s u r e d  m o t o r i s t s ] "  m y s e l f .
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D e a r  M r .  C r a d d i c k :

I n  r e s p o n s e  t o  y o u r  r e c e n t  l e t t e r  e x p r e s s i n g  y o u r  
d i s a p p o i n t m e n t  w i t h  t h e  f a c t  t h a t  m a n d a t o r y  a u t o  i n s u r a n c e  
l e g i s l a t i o n  ( C S H B  4 4 [ F i n ] a m )  d i d  n o t  p a s s  t h e  S e n a t e  l a s t  
s e s s i o n ,  I  w o u l d  l i k e  t o  s h a r e  a  f e w  t h o u g h t s  w i t h  y o u .

T h e  i s s u e  o f  m a n d a t o r y  a u t o  i n s u r a n c e  h a s  b e e n  a  c o n t r o v e r s i a l  
o n e  f r o m  t h e  b e g i n n i n g ,  a n d  a l t h o u g h  t h e r e  w a s  n o  l a c k  o f  
d e b a t e  o n  t h e  c u r r e n t  l a w  p r i o r  t o  i t s  p a s s a g e  i n  1 9 8 4  t h e r e  
w e r e  m a n y  l e g i s l a t o r s  w h o  s h a r e d  t h e  v i e w  t h a t  t h i s  l a w  w a s  
n o t  n e c e s s a r i l y  a  g o o d  o n e .  I t  w a s  f o r  t h i s  r e a s o n  t h a t  t h e  
l a w  w a s  m a d e  s u b j e c t  t o  a  s u n s e t  p r o v i s i o n .

A s  y o u  k n o w ,  s u n s e t  p r o v i s i o n s  a r e  p u t  i n  p l a c e  s o  t h a t  
p r o g r a m s  w i l l  b e  r e v i e w e d  t o  d e t e r m i n e  w h e t h e r  o r  n o t  t h e y  a r e  
p e r f o r m i n g  a s  e x p e c t e d .  I f  t h e y  a r e  n o t ,  t h e n  t h e y  c a n  b e  
d i s c o n t i n u e d .  T h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  r e c o m m e n d e d  
l a s t  y e a r  t h a t  t h e  l a w  b e  s u n s e t t e d .  T h e  m a n d a t o r y  i n s u r a n c e  
r e q u i r e m e n t  i s  e n f o r c e d  b y  t h e  D e p a r t m e n t  o n l y  w h e n  a n  
a c c i d e n t  o c c u r s ,  a n d  i s  n o t  e n f o r c e d  w h e n  a  6 p o i n t  v i o l a t i o n  
o c c u r s .

T h e  c o s t  o f  t h e  l a w  h a s  n o t  b e e n  a d e q u a t e l y  r e c o g n i z e d  w h e n  i t  
c o m e s  t i m e  t o  f u n d  t h e  p r o g r a m .  T h e  f i r s t  y e a r  t h e  l a w  w a s  i n  
e f f e c t  t h e  c o s t  t o  t h e  D e p t ,  o f  L a w ,  t h e  C o u r t  s y s t e m ,  a n d  t h e  
D e p t ,  o f  P u b l i c  S a f e t y  w a s  t h r e e - q u a r t e r s  o f  a  m i l l i o n  
d o l l a r s ,  e x c l u d i n g  c o s t s  o f  t h e  p o l i c e  o f f i c e r  a n d  c o s t s  t o  
t h e  D e p t ,  o f  C o r r e c t i o n s .

W h i l e  i t  i s  t r u e  t h a t  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  d i d  
h a v e  a n  i m p a c t  o n  r e d u c i n g  t h e  n u m b e r  o f  u n i n s u r e d  d r i v e r s ,  i t  
i s  q u e s t i o n a b l e  w h e t h e r  t h e  v a l u e  o f  t h e  p r o g r a m  j u s t i f i e s  t h e  
c o s t s  o f  a d m i n i s t e r i n g  i t .  T h e  f i n a n c i a l  r e s p o n s i b i l i t y  l a w  
w i l l  k i c k  i n  o n  J a n u a r y  1 ,  1 9 8 9 ,  w h e n  m a n d a t o r y  a u t o  i n s u r a n c e
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i s  t e r m i n a t e d .  S t a t i s t i c s  c o m p i l e d  o n  A l a s k a ' s  f i n a n c i a l  
r e s p o n s i b i l i t y  l a w ,  i n d i c a t e  t h a t  o f  t h e  d r i v e r s  i n v o l v e d  i n  
m o t o r  v e h i c l e  a c c i d e n t s ,  t h e  n u m b e r  o f  i n s t a n c e s  o f  l i a b l e  
u n i n s u r e d  m o t o r i s t s  f a i l i n g  t o  f u l l y  r e i m b u r s e  a m o u n t e d  t o  
l e s s  t h a n  3%. S o m e  o f  t h e  p e o p l e  i n v o l v e d  i n  t h e s e  a c c i d e n t s  
m a y  h a v e  c a r r i e d  u n i n s u r e d  m o t o r i s t s  c o v e r a g e ,  w h i c h  w o u l d  
f u r t h e r  r e d u c e  t h e  n u m b e r  o f  i n s t a n c e s  i n  w h i c h  t h e r e  w a s  n o  
c o m p e n s a t i o n .

E v e n  w i t h  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  la w  i n  p l a c e ,  a c c i d e n t s  
o c c u r  i n  w h i c h  t h e  l i a b l e  d r i v e r  i s  u n i n s u r e d ,  a n d  t h e  p a r t y  
w h o  i s  n o t  l i a b l e  c a n  e n d  u p  w i t h o u t  c o m p e n s a t i o n  u n l e s s  
c o v e r e d  b y  u n i n s u r e d  m o t o r i s t s  c o v e r a g e .  U n i n s u r e d  m o t o r i s t s  
c o v e r a g e  w i l l  r e m a i n  a v a i l a b l e ,  d u e  t o  a  p r o v i s i o n  p u t  i n t o  
l a w  4 y e a r s  a g o ,  a t  t h e  t i m e  m a n d a t o r y  a u t o  i n s u r a n c e  
l e g i s l a t i o n  w a s  e n a c t e d .  E v e n  f o l l o w i n g  t h e  t e r m i n a t i o n  o f  
m a n d a t o r y  a u t o  i n s u r a n c e ,  i f  o n e  h a s  t h i s  c o v e r a g e  a n d  i s  h i t  
b y  a n  u n i n s u r e d  m o t o r i s t ,  i t  w i l l  n o t  c a u s e  o n e ' s  r a t e s  t o  g o  
up.

I  h o l d  t h a t  a u t o  i n s u r a n c e ,  m u c h  l i k e  h o m e o w n e r ' s  i n s u r a n c e ,  
h e a l t h  i n s u r a n c e ,  o r  l i f e  i n s u r a n c e ,  i s  p u r c h a s e d  b y  a n d  f o r  
t h e  i n d i v i d u a l  o n  a  v o l u n t a r y  b a s i s .  T h e  c o s t  o f  p u r c h a s i n g  
a u t o  i n s u r a n c e  i n c r e a s e d  f o l l o w i n g  t h e  e n a c t m e n t  o f  t h e  
m a n d a t o r y  a u t o  i n s u r a n c e  l a w ,  a l t h o u g h  m o s t  i n s u r a n c e  
c o m p a n i e s  w i l l  n o t  a c k n o w l e d g e  a  c a u s a l  r e l a t i o n s h i p  b e t w e e n  
t h e  t w o .  N ow  t h a t  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  h a s  b e e n  
s u n s e t t e d ,  r a t e s  a r e  g o i n g  d o w n ,  a l t h o u g h  i n s u r a n c e  c o m p a n i e s  
a t t r i b u t e  t h i s  t o  a  d e c r e a s i n g  n u m b e r s  o f  a c c i d e n t s .

I f  t h e  i s s u e  o f  m a n d a t o r y  a u t o  i n s u r a n c e  i s  t r u l y  c l o s e  t o  t h e  
p u b l i c ' s  h e a r t  ( a n d  I  h a d  n o  s u c h  i n d i c a t i o n  d u r i n g  t h e  
s e s s i o n  f r o m  m a n y  m e m b e r s  o f  t h e  p u b l i c  o r  t h e  m a j o r i t y  o f  m y 
c o l l e a g u e s )  i t  s h o u l d  n o t  b e  d i f f i c u l t  t o  a d d r e s s  t h e  i s s u e  
e a r l y  i n  t h e  n e x t  s e s s i o n .  T h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  
w i l l  r e m a i n  i n  e f f e c t  u n t i l  J a n u a r y  1 ,  1 9 8 9 ,  a l t h o u g h  t h e  
e x t e n t  t o  w h i c h  i t  h a s  b e e n  e n f o r c e d  d u r i n g  t h e  p a s t  y e a r  i s  
q u e s t i o n a b l e .  I n  o r d e r  t o  c o m p r e h e n s i v e l y  a n d  s u c c e s s f u l l y  
a d d r e s s  t h e  m a t t e r s  o f  a d e q u a t e  c o v e r a g e  f o r  m o t o r i s t s  a n d  
a f f o r d a b l e  i n s u r a n c e ,  i t  i s  i m p o r t a n t  f o r  o t h e r  k e y  i s s u e s  t o  
b e  r e s o l v e d :  i s s u e s  s u c h  a s  t o r t  r e f o r m .

I  a p p r e c i a t e  y o u  t a k i n g  t h e  t i m e  t o  c o n s i d e r  m y v i e w s .
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SITkA. ALASKA OBIUft

Senator Dick Eliason 
Box .1A J
Sitka, Alaska 99835 

Re: Auto Insurance Law 

Dear Dick,

I cannot express too strongly my dissatisfaction and regret 
that the State Senate allowed Alaska's mandatory auto 
Insurance law to lapse.

I have defended automobile accident claims and I have 
represented plaintiffs Ln automobile accident claims. I 
cannot understand how a responsible state legislature could 
fail to recognize the need for automobile insurance as a 
pre-requisite to lawful driving in the state of Alaska.

I cannot accept as an excuse this bill languished in Stare 
Affairs. Senators must have more interest in '.be welfare ; : 
Alaska residents than that.

I do not accept that the Rules Committee (your committee) was 
in a position of not being able to move the bill out of Rules 
Committee when you finally did get it. To me, this simply 
shows that the Senate fell down on the job, as it did in many 
other areas this year with the respect to the enactment of 
responsible legislation.

I am deeply disappointed.

Very truly yours,

Donald L. Craddick 
Attorney at Law

D L C / k b

cc: Representative Ben Grussendorf
Mitch Abood (State Affairs Committee)
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  ----

S e n a t o r  R i c h a r d  I .  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P .  O .  B o x  V 
J u n e a u ,  A K  9 9 8 1 1

R e :  M a n d a t o r y  A u t o m o b i l e  I n s u r a n c e

D e a r  S e n a t o r  E l i a s o n :

I  w a s  g r e a t l y  d i s t u r b e d  t o  f i n d  o u t  s o m e o n e  m i s i n ­
f o r m e d  y o u  a b o u t  t h e  e f f e c t s  o f  l o s s  o f  m a n d a t o r y  a u t o m o ­
b i l e  i n s u r a n c e .

E n c l o s e d  i s  t h e  h e a d l i n e  a r t i c l e  f r o m  t h e  A n c h o r a g e  
D a i l y  N e w s  a n d  a n  a r t i c l e  f r o m  t h e  A n c h o r a g e  T i m e s  o n  
M a y  1 2 ,  1 9 8 8  p r o v i n g  r a t e  d e c r e a s e s .  T h i s  i s  t h e  s e c o n d  
d e c r e a s e  f o r  a u t o m o b i l e  i n s u r a n c e  i n  t w o  y e a r s .  I  w o u l d  
a l s o  l i k e  t o  p o i n t  o u t  t h e  f o l l o w i n g :

1 . M u c h  o f  t h e  p u b l i c  i s  u n a w a r e  o f  t h e  n e e d  f o r  u n ­
i n s u r e d  m o t o r i s t  c o v e r a g e .  D i d  y o u  u n d e r s t a n d  i t  b e f o r e  
y o u  w e r e  e l e c t e d ?

2 .  C h i l d r e n ,  p a s s e n g e r s  a n d  p e o p l e  w h o  d o  n o t  d r i v e  
a r e  u n p r o t e c t e d  a s  i n n o c e n t  p a s s e n g e r s  i f  r i d i n g  i n  a  v e h i ­
c l e  w i t h o u t  u n i n s u r e d  m o t o r i s t  c o v e r a g e  o r  l i a b i l i t y  c o v e r ­
a g e .  W ho  a s k s  t h e m  w h e n  t h e y  g e t  i n  a  v e h i c l e ?  C h i l d r e n  
a r e  i n c a p a b l e  t o  d o  s o .

3 .  S i n c e  1 9 8 5  t h e  a u t o m o b i l e  i n s u r a n c e  r a t e s  h a v e  
g o n e  d o w n  i n  A l a s k a  a s  w e  d i s t r i b u t e  t h e  c o s t  a n d  r i s k  t o  
t h e  h i g h  r i s k  p e o p l e  w h o  p r e v i o u s l y  d r o v e  w i t h o u t  i n s u r ­
a n c e .  A l l  o f  t h e  r e s p o n s i b l e  p e o p l e  a r e  g e t t i n g  a  b r e a k .

4 .  T h e  la w  p a s s e d  i n  1 9 8 4  a n d  e f f e c t i v e  J a n u a r y  1 , 
1 9 8 5  r a i s e d  t h e  m in im u m  f r o m  $ 2 5 , 0 0 0  t o  $ 5 0 ,0 0 0  a n d  n o w  
c a r r i e r s  m a y  b e  a b l e  t o  w r i t e  t h e  m in im u m  a t  $ 2 5 ,0 0 0  a g a i n ,  
a n d  o u r  r a t e s  w i l l  g o  u p  f o r  o n e - h a l f  t h e  c o v e r a g e  t h e  p u b ­
l i c  p r e v i o u s l y  e n j o y e d .



S e n a t o r  R i c h a r d  I. E l i a s o n

M a y  17, 1 9 8 8

P a g e  2

5 .  A s  f a r  a s  a d m i n i s t r a t i v e  c o s t ,  I  v i e w  $ 7 5 0 ,0 0 0  
p a i d  b y  t h e  S t a t e  a s  c h e a p  w h e n  S t a t e  M e d i c a i d  w i l l  p a y  
f a r  i n  e x c e s s  o f  t h i s  a m o u n t  ( S e e  A S  4 7 . 0 5 . 0 7 0 )  a n d  h o s p i ­
t a l s  a n d  d o c t o r s  w i l l  p a s s  t h e  b i l l  o n  t o  t h e  S t a t e  o r  t o  
t h e  p a y i n g  p u b l i c  f o r  u n p a i d  b i l l s .

P l e a s e  s e n d  m e a  c o p y  o f  t h e  J a n u a r y  1 6 ,  1 9 8 7  r e p o r t  
t o  t h e  l e g i s l a t u r e  b y  t h e  p r e v i o u s  c o m m i s s i o n e r ,  W i l l i a m  
N i x .

W ho b e s i d e s  N i x  h a d  n e g a t i v e  i n p u t  o n  m a n d a t o r y  i n s u r ­
a n c e ?  A n  u n f o r t u n a t e  m i s t a k e  h a s  b e e n  m a d e  t h a t  n e e d s  t o  
b e  s w i f t l y  r e c t i f i e d .

S i n c e r e l y  y o u r s ,

S T E P H E N  M. S IM S

n l s
M L / L 1 4
E n c l o s u r e s

c c :  R e p r e s e n t a t i v e  D a v e  D o n l e y
P o u c h  V ,  J u n e a u ,  A K  9 9 8 1 1



A L A S K A  S T A T E  L E G I S L A T U R E  - S E N A T E
S E N A T O R  R I C H A R D  I. E L IA S O N

RULES COMMITTEE, CHAIRMAN 
LABOR & C O M M E R C E  COMMITTEE, VICE-CHAIRMAN 

LEGISLATIVE COUNCIL 
RESOURCES COMMITTEE 

FISHERIES SUBCOMMITTEE, CHAIRMAN

P.O. BOX V 
JUNEAU, ALASKA 99811 

(907) 465-4916

P.O.BOX 143 
SITKA, ALASKA 99835

J u n e  1 ,  1 9 8 8

S t e p h e n  M. S i m s
8 2 1  N . S t r e e t ,  S u i t e  2 0 6
A n c h o r a g e ,  A l a s k a  9 9 5 0 1

D e a r  M r .  S i m s :

Y o u r  l e t t e r  o f  M ay 17  c o n t a i n s  a  r e q u e s t  f o r  a  c o p y  o f  
C o m m i s s i o n e r  N i x ' s  J a n u a r y  1 6 ,  1 9 8 7 ,  r e p o r t  t o  t h e  P r e s i d e n t  
o f  t h e  S e n a t e .  A  c o p y  o f  t h a t  r e p o r t  i s  e n c l o s e d .

I  r e g r e t  t h a t  y o u  b e l i e v e  t h a t  s o m e o n e  h a s  m i s i n f o r m e d  m e 
a b o u t  t h e  e f f e c t s  o f  l o s s  o f  m a n d a t o r y  a u t o m o b i l e  i n s u r a n c e .  
T h i s  w a s  n o t  t h e  f i r s t  y e a r  t h a t  t h e  i s s u e  h a s  c o m e  b e f o r e  t h e  
l e g i s l a t u r e ,  a n d  i t  h a s  n o t  c e a s e d  t o  b e  c o n t r o v e r s i a l .

T h e  f i r s t  p o i n t  o u t l i n e d  i n  y o u r  l e t t e r ,  " M u ch  o f  t h e  p u b l i c  
i s  u n a w a r e  o f  t h e  n e e d  f o r  u n i n s u r e d  m o t o r i s t  c o v e r a g e .  D i d  
y o u  u n d e r s t a n d  i t  b e f o r e  y o u  w e r e  e l e c t e d ? "  s e e m s  t o  b e  
r h e t o r i c a l ,  h o w e v e r  y o u  m ay  b e  i n t e r e s t e d  t o  n o t e  t h a t  I  w a s  
i n v o l v e d  i n  t h e  s u c c e s s f u l  e f f o r t  t o  i n c l u d e  p r o v i s i o n s  i n  l a w  
a t  t h e  t i m e  t h e  m a n d a t o r y  a u t o  i n s u r a n c e  l a w  w a s  p a s s e d  
r e q u i r i n g  i n s u r e r s  d o i n g  b u s i n e s s  i n  t h e  s t a t e  t o  o f f e r  
u n i n s u r e d  a n d  u n d e r i n s u r e d  m o t o r i s t s  c o v e r a g e .  T h e s e  
p r o v i s i o n s  w i l l  r e m a i n  o n  t h e  b o o k s  f o l l o w i n g  t h e  t e r m i n a t i o n  
o f  m a n d a t o r y  a u t o  i n s u r a n c e  p r o v i s i o n s .

I  r e c e i v e d  o n l y  a  h a n d f u l  o f  c o m m u n i c a t i o n s  f r o m  A l a s k a n s  o n  
t h e  a u t o  i n s u r a n c e  i s s u e  d u r i n g  t h e  l a s t  s e s s i o n ,  a n d  t h e  
i s s u e  d i d  n o t  lo o m  l a r g e  i n  t h e  S e n a t e .  I f  t h e  p e o p l e  o f  
A l a s k a  c l a m o r  f o r  m a n d a t o r y  a u t o  i n s u r a n c e  a s  t h e y  h a v e  
c l a m o r e d  f o r  t o r t  r e f o r m ,  t h e  m a t t e r  w i l l  l i k e l y  b e  b e f o r e  t h e  
L e g i s l a t u r e  e a r l y  i n  t h e  n e x t  s e s s i o n .

S i n c e r e l y ,



A p r i l  4 ,  1989

S e n a t e  L a b o r  a n d  C om m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P . O .  B o x  V 
J u n e a u ,  Ak .  99811

RE:  I1B44— Ak .  M a n d a t o r y  A u t o  I n s u r a n c e  l a w

ATTN: C h a i r m a n  R i c n a r d  E l i a s o n

D e a r  C h a i r m a n  E l i a s o n :

I  f e e l  i m m e d i a t e  a c t i o n  m u s t  b e  t a k e n  o n  t h e  HB44—  
r e n e w a l  o f  A l a s k a ' s  m a n d a t o r y  a u t o  i n s u r a n c e  l a w .

A s  A l a s k a n s ,  w e  a r e ,  o r  s h o u l d  b e ,  r e s p o n s i b l e  f o r  a l l  
o f  o u r  a c t i o n s .  A u t o  i n s u r a n c e  w i l l  s e r v e  j u s t  t h a t  
p u r p o s e  f o r  a l l  A l a s k a n  d r i v e r s — i t  w i l l  m a k e  a_ p e r s o n  
r e s o p o n s i b l e  f o r  h i s / h e r  a c t i o n s  w h i l e  d r i v i n g  a  m o t o r  
v e h i c l e .  T h e  m a j o r i t y  o f  A l a s k a n s  d r i v i n g  w i t h o u t  a n y  
a u t o  i n s u r a n c e  c o u l d  n e v e r  p a y  f o r  p e r s o n a l  o r  p r o p e r t y  
d a m a g e s  t o  a  s e c o n d  p a r t y — a n d  t h e y  d o n ' t  p a r t i c u l a r l y  
c a r e  e i t h e r .  S o ,  I  f e e l  i t  i s  j u s t  a  n a t u r a l  t h i n g  t o  
d o — i m p o s e  m a n d a t o r y  i n s u r a n c e  o n  a l l  o f  u s  a n d  h e l p  
m a k e  u s  a l l  r e s p o n s i b l e  f o r  o u r  a c t i o n s  w h i l e  d r i v i n g .

5060 E a s t  9 8 t h  A v e .  
A n c h o r a g e ,  Ak .  99516

c c : D . D o n l e y
H o u s e  L a b o r  & C o m m e r c e  C o m m i t t e e



Chevron
Saupe Enterprises, Inc.
Jobber, Chevron U.S.A. Inc. Products 
P.O. Box 510, Fairbanks, AK 99/0/ • Phone: 452 1238

A p r i l  5 ,  1 9 8 9

S e n a t o r  D i c k  E l i a s o n ,  C h m n .
S e n a t e  L a b o r  & C o m m e r c e  C o m m i t t e e
P . O .  B o x  V
J u n e a u ,  A K .  9 9 8 1 1

RE: HB-4 4

D e a r  S e n a t o r  E l i a s o n :

I  w o u l d  a p p r e c i a t e  a n d  u r g e  y o u r  p a s s i n g  o u t  H B -4  4 

" M a n d a t o r y  I n s u r a n c e "  ( o r  a  s i m i l a r  C o m m i t t e e  S u b s t i t u t e  

i f  t h a t  i s  w h a t  i s  b e i n g  p r e p a r e d ) ,  a t  t h e  e a r l i e s t  p o s s i b l e  

d a t e .

I  b e l i e v e  i t  i s  n o t  u n r e a s o n a b l e  t o  e x p e c t  o t h e r  d r i v e r s  

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

a  r e a s o n a b l e  a m o u n t  o f  f i n a n c i a l  r e s p o n s i b i l i t y ,  a n d  I  

w o u l d  b e  d i s a p p o i n t e d  i f  t h i s  i s s u e  g e t s  l o s t  i n  t h e  l a s t  

m i n u t e  s h u f f l e !

Y o u r  c o n s i d e r a t i o n  w o u l d  b e  a p p r e c i a t e d .

S i n c e r e



How to repair 
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r̂ i.alifornians are mad as hell about soaring 
t b.r insurance rates, and now have done 
ij/ sdmething about it. Ignoring a $60 million ..v/J 

advertising effort by the industry, they voted to cut all yj 
property and casualty insurance premiums below 1987 “ 
levels and to regulate future increases tightly. • 
i..The anger notwithstanding, sky-high premiums in',̂, 
the competitive California insurance market reflect /ii$ 
sky-high costs, and insurers aren’t about to commit 
suicide by writing policies at a loss. The only practical'̂  
w M  to lower insurance prices in California (and other , 
high-premium states like New Jersey and „.UJ,
Massachusetts) is to . _____
lower costs. And the only :r *

to lower costs is to' IS S  U  E 2 F TO ITl F fl- . riv)
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that make it virtually v;-. N e w  York Times 
impossible to sue'for .. ...j#?!
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•JVCalifornians have a right to be fed up. The typical - ' r" 
auto;insurance'premium has doubled, to $700; since “"r* 
1982/In Beverly Hills a 30-year-old male with an. '
,01dsmobilesedan ’ ----- ’ •----
,$2,700 a'ye&r, larg 
rising explosively 
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Proposition 103woul_„  , , .,w .
price br'eak'and good;drivers'an6ther,20 percent'on 
of thaf. Premiums would be frozen for a year tuiless the, 
insurer could show that it was in danger of insolvency. ,!f. 
After that, increases could.Jbe vetoed by an elected ■• -.ffi 
insurance commissioner;’• .' .*/ »•?< .; "iJM
The California. Supreme Court has halted ‘ '•&!1

enforcement to let insurers appeal the initiative’s • 
constitutionality/-No ,one is sure what will happen if.the!## 
companies lose their ,appeal. But there’s not the 
slighiest evidence that the.insurance business in' 
California is excessively lucrative or that companies’.̂®? 
could live for .long, with deep cuts in premiums./-!<
The best guess is that sonie businesses will leave the •

« .e and otnerv?, yyiJI become extraordinarily fussy I »vj.L 
ut whom they'insure an'd for how much. Most ; •• j 
rers will end lip ini the “assigned risk” pool, paying ij'Q

. exorbitantjrate&̂ >':U'î4,‘. .  

K J u  O e o u  U m p i r e

a  U i l w

Such a breakdJwh of the.insurance system would hit 
be unprecedented. In New Jersey, where regulatoreT 
must approve rate increases and premiums are'feimn 
higher than in California, half of all car owners are1̂

, , .m •• tv^Miu»i\/ii iVii V UIV lUIOTYLl ) Wild I* HJlg l̂V ^
| ' f Tougher federal safety standards for cars and tougnj 
i ̂/enforcement of trafficlaws would help a little/and *
: •/' Would be desirable injtheir own right: RequiringVn*
; ’’ insurers to offer $l,00(Mieductib!e coverage for tHett] 

and collision damage gives car owners a way toj,/*jg 
/. (economize. ••*■•'*/ "y.

. 'vBuCin an environment of ever-higher traffic aehsl. 
and deteriorating roads, the only way to make a big;i 
difference is to create a strict “no-fault” system'in;'3 
which,injury victims’ compensation is lhmfed toi!& 
medical bills and lost income'.
No-fault’s' image is badly tarnished b̂ auiFftfailed̂  

to reduce costsjn many states that' (Converted overlhe'S 
last decade. The problem, however, was not in concept 
but in execution'/Responding to pressurefrom tnalM* 
lawyers/most state legislatures left plenty’of room’to; 
sue in their no-faultstatutes. In Florida/which'JSf5*

at ̂uu iur, insurancê  '';. • >.■ V f & W & V  
California isn’t about,to pass a no-fault law. In fact,̂  

the voters' just rejected̂  no-fault alternative to’/^&g, 
f Proposition 103 sponsored by the insurance industry/jcj 

But with luck, the mess created by 103 may sober up Jj 
. consumer groups in other states. The only effective 
way to contain auto insurance costs is to keep accident 

reclaims out of the courts^.|^
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Mandatory car insurance
I -  • - * * ' —" * * vrrrr •--•*** fX *H*
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is u nnecessary5 u nwise

By DICK RANDOLPH

I am and always have 
been opposed to mandatory 
insurance laws, as is most of 
the  insurance industry. They 
a re  unnecessary, unw ise, 
unenforceable, ineffective 
and costly.

• Unnecessary — because 
anyone can purchase bodily 
in ju ry  and property damage, 
uninsured/underinsured mo­
to ris t coverage at very nomi­
n a l rates; fa r less than the ir 
sha re  of the cost of a manda­
to ry  program with attempt 
ed enforcement.

• Unwise — because it al-

the premium cost according 
to actuarially sound risk  fac­
tors. In other words, those 
driver classes and cars most 
likely to crash and sustain 
the greatest losses pay the 
most premium.

When the po liticians get 
.involved, they disrupt this 
actuarially sound rating pro­
cess and try to allocate and 
spread cost based on politi­
cal considerations. Once the 

/.^politicians. m anda te  cover-
lows the political system tp££.6ge, tfafey get ; involved in 
in trude into what should ;be, ̂ ‘‘trying to Torce the  industry 
and is, one of the few indus- r to insure all d ri
tries that is still relatively 
m a rk e t sensitive. By and 
la rg e  the cu rren t ra tin g  
structures reflect and spread

drivers, no m at­
te r how irresponsible, a t an 
“ a ffo rdab le” ra te . This 
forces the insurance compa­
nies to cover th e  bad drivers

£ a n d ’ £harge 'less than they 
•.v deserve ..'•̂r,!thus requiring 

•that-' the good drivers pay 
more than they should. .• •

• U nenfo rceab le — be­
cause there are alv/ays those 
who w ill find a way to avoid 
repressive laws. Every sys­
tem of attempted enforce- ' 
ment of mandatory insur-

•. ance laws in other states has * 
proved to be v e ry  costly, t 
very cumbersome, very^in-^ 
convenient to the insured 
public and not very effec­
tive. Every time a payment- 
is late, or an insured changes 
companies or any number of 
other typical routine trans­
actions take place the en-' 
forcement process is:! trig­
gered and causes great cost, 
uncertainty, frustration and 

i inconvenience. t
• Ineffective — experienfp. 

has proved that states like!' 
New Jersey and Massachu- .*



• * ’ *n ' V*-* ( r*ftsetts — w ith the most severe vj have(; a^ far less effective, 
m anda to ry  laws' and th e  4; more costly, unfair system, 
most intrusive political i n - ’ and everybody is more un-
volvement — have the high­
est rates, the most restric­
tive insurance markets, the 
most cumbersome and costly 
regu latory maze. I n . New

happy than before.
The, answer is to deal ef­

fectively w ith the abuses in 
the legal system and the 
medical de livery  system ,Jersey, 53 percent of the pjus ^ e  outright illegal ac-

msured drivers have been tivities such as arson, theft
forced into the assigned- risk and fraudulent claims. The
pool and have very high ‘ major factor in car insurance

i rates. Ironically, these and v cost is losses paid and these 
other mandatory insurance ;,*..are only a reflection of the 
state have about the same cosf 0f what insurance pays 
percentage of un in su red  
drivers as non-mandatory 
states do. . • ’
1 Costly •

for — damaged cars and bro- . 
ken bodies and all th e ir re- 

• \  ' lated cost. '
The cost, of this.^ _ In the final analysis, peo-

a*  *•>? w i c V n n i *  tn h o ' p p rfain ’ **.increased po litica l regula*.v-f(plev wishing to be,.certain .; 
tion to : th e  industry.; is ?;'they;' ‘are protected aga in s t ' 
passed on to the insuring the uninsured should.; pur-
public. The cost of the in­
creased government bureau­
cracy is passed on to the 
taxpayer. In the end we

chase uninsured and under­
insured motorist coverage. 
The cost is nominal and cov­
erage up to $1,000,000.. is

available to most drivers.
I should also note tha t 

believe that people shoulc 
be held accountable for theii 
negligence, whether or not 
they have insurance.

If' the legal system re­
quired that, which it does 
not presently, all thinking 
persons, in their own self-in­
terest, would carry insur­
ance or otherwise cover the ir 
potential liability — volun­
tarily. The risk and penalty 
of being irresponsible and 
unable to readily compen­
sate for one’s negligence 
would simply be too great, 
thereby providing the na tu ­
ral motivation to act respon­
sibly.

□  Dick Randolph is a Fairbanks 
Insurance agent and former 
state legislator.

•r.
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Jwheelafi i i V i t U A  t ming the rent, putting food on the table'1

muov uc uiav uic piU|Miiciivo.TTaiib • nvwi ui> uivii, ft; cut uvut jv/u, ui pa/-;;
• be sure they'-are protected in the'- ing for mandatory insurance to pro^ 

event they^are^ili an accident in iect you; and me - Who are already- 
which the other, jp, arty ^^ fau It.T o . protected, by our. own. resources, that J 
the best of ;iny“ raowledge,'’all 'of, us j n & a r e  fortunate enough to be able t6! 
who are fortunate-, enough to, hav.ev provide, because we cannot afford to* 
good jobs and Win* the middle or up- •• be uninsured; w-

ironl/ntn uiitti nprotc fA Tilt*!! tVlinlr oK/tllf fhio k n f A M  tntfvper income brackets with assets to 
protect, have always purchased in­
surance to protect.our own ass-ets. > 

In the oft chance that we might be 
struck by an uninsured driver, heav­
en forbid, we might have to pay our 
own $100, or even $500 deductible, 
which we won’t get back, but since 
we are fully insured, we have unin

tuuuauicu. w  ~ >
Let’s think about this before wo, 

just jump blindly on the “bandwagon'! 
of mandatory insurance,’’ because^ 
someday all of " you lucky peoples1 
might find yourself in the same situ-, 
ation as those who are uninsured and^ 
unfortunate enough not to have the 
funds to change the situation. “ ,K : - ,  

There is one last point to ponder.
sured motorist coverage t o  protect Mandatory, insurance is incredibly ’
 j  ■ expensive' to administer and police ,

(and I can think of several ways that 
people could slip through the loop- • 
holes). Knowing how these things 
work in Juneau, I foresee another 1 
huge bureaucracy, hiring many.

us and medical" payments ’coverage 
to pay our bills should we be unfortu­
nate enough to be injured. If our ve­
hicle is damaged or destroyed, we 
have collision coverage to repair or 
replace it, so the bottom line is, the

f V T r  ,

,tr j
>&# ■l *

Is mandatory’; 
insurance needed?

Dear Editor:
Let's talk about mandatory insur­

ance and what it will not accomplish. 
First of all, it will not keep people 
like the driver with 21 citations and 4 
license suspensions off the. road, or 
keep them from killing people, and 
they will NOT BE INSURED. Unless 
you are going,to assign'a/full time 
police officer to every citizen of Alas-, 
ka for 24 hours a'-day, you cannot 
stop the chronic alcoholics or just 
plain drunks from getting behind the

1 DU U K  Dynuiii liiiv, lOj w m y a u w o v j r j  tuiiiig lliailj »

most'we could be .out is our collision more high priced' state’ employees toy 
deductible ; if we/.should happen to try to keep all these poor people in:i'' 
have ah accident with an uninsured sured "or revoking their licenses;^ 
tdriver andit was not our fault.’If the .which will then force'them to drive;1, 
^accident is our fault, it doesp’tmat- uninsured and unlicensed or having- ̂ 
ter if the other driver is Insured'or ,'to give up their cars (and their jobs)

; not. v .?■** * > ^ > $ .a n d . .g o  on welfare,-thanks to “Big
' j *■ -There' are a lot of very’good and' Brother” booking'out ,for all of our»i 

responsible young drivers. oa^the:; best interests. Thanks a lot, but-no 1
married i  thanks.. road, some of them young 

couples; some of them single heads' 
of households wfierein their, age, 
marital’1 status, sins of their youth, 
etc. , are going to qause their insur­
ance premiums to,:be astronomical 
who'simply cannot'afford the $1,000,

. $2,000 or more it wiU cost them’ty be 
insured! Sure, they;'would Tove to 
have insurance the same as all of us, 
but it becomes a choice between pay-

Renee Murray 
Anchorago

O

' J u n e a u  E m p i r e  =?///??
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B y  S h e i l a  K a p l a n

Fe d e ra l T r a d e  C o m m is s io n  
( F T C )  k n e w  it  h a d  a p ro b lem  
w h e n  la te -n ig h t  T V  c o m m e r ­
c ia ls  fo r h e a lth  in su ra n ce  pre­
e m p te d  ads f o r G in s u  k n iv e s  and 

V eg a m a tics . A g e n c y  staffers su sp e cted  
th o usa n d s  o f  A m e r ic a n s  w o u ld  fo rk  o v e r  
th e ir  r e tire m e n t fu n d s  fo r  o v e r p r ic e d ,  in ­
a dequa te  co ve ra g e .

B a n e d  b y  federa l law  fro m  in ves tig a tin g  
th e  in su ra n ce  in d ustry , th e  F T C  persuad­
e d  C o n g re ss  to  m a k e  a n  e x c e p t io n ,  a llo w ­
in g  it  to  d e te rm in e  w h e th e r  ads se llin g  so- 
ca lle d  M e d ig a p  in su ra n ce , fea tu r in g  c e ­
lebrities lik e  H a r r y  M o rg a n  a n d  E d  
M c M a h o n  a n d  ta rg e tin g  th e  e ld e rly , w ere 
d e ce p t iv e . T h e  F T C ’s rep o rt, d u e  fo r  re­
lease th is  su m m e r, is e x p e c te d  to  b e  h ig h ly  
c r i t ica l.  B u t,  says a g e n cy  sp o kesp erson  
A n n a  D a v is , " e v e n  i f  w e  f in d  o u t  th e re  is a 
h u g e  p ro b le m  in  th is  area w e ’ll ju s t  se n d  a 
re p o r t  to  C o n g re s s . W e  c a n ’t  d o  a ny ­
th in g .”

T h e  a g e n cy  h as b e e n  s im ila r ly  h a m ­
stru ng  o n  p ro p e r ty  a n d  ca su a lty  in su ra n ce  
co m p la in ts  o f  r e c e n t  years, ra n g in g  fro m  
soaring  p re m iu m s  a n d  c a n c e le d  o r  re d u ce d  
co ve ra g e  to  r e d lin e d  n e ig h b o rh o o d s  and  
c itie s .

" T h e  fa c t  th a t  lia b ility  in su ra n ce  in  so 
m a n y  industries is sk y ro ck e t in g  m a d e  us 
w o n d e r , is th e re  p erh a p s  c o l lu s io n  o r  w ere  
co s ts  a ctu a lly  r is in g  th a t  h igh?"  D a v is  
says. " W ere  p o o r  in v e s tm e n ts  m a d e  a nd  
w ere  co m p a n ie s  try in g  to  r e c o u p  th e ir  in ­
v e s tm e n t  losses th r o u g h  p rem iu m s?  W e  
w o u ld  h a v e  lik ed  to  s tu d y  th is , b u t  w e  
c a n ’t e v e n  lo o k  a t i t . . . b e ca u se  m a y b e  
w e ’ll f in d  a p ro b le m ."

M a y b e  th e y  w o u ld . B u t  th e  1945 
M c C a r r a n -F e rg u s o n  A c t  e x e m p ts  t h e  in ­
s u ra n ce  in d ustry  f r o m  federa l s tu d y — a nd  
fro m  th e  a n titru s t  law s th a t  g o v e rn  o th e r  
industries as w ell. T h e  a c t  fo llo w e d  a  S u ­
p rem e  C o u r t  ru lin g  th a t  in su ra n ce  c o m p a ­
n ie s  feared m ig h t  d e n y  sta tes th e  r ig h t  to  
ove rsee  th e  in d u s try  a n d  sta tes feared 
m ig h t  forfe it th e ir  a b ility  to  ta x  in su ra n ce  
co m p a n ie s . A t  th e  t im e , P re s id e n t F ra n k ­
lin  R o o s e v e lt  arid o th e rs  sa id  s u ch  w orries 
w ere  u n fo u n d e d , b u t  C o n g re s s  a d o p ted  
th e  m easure, le a v in g  in su ra n ce  reg u la tion  
a n d  o v e rs ig h t to  th e  states.

" Frankly ,"  F T C  C h a i r m a n  D a n ie l  O l i ­
v e r  to ld  a m e e t in g  o f  sta te in s u ra n ce  c o m ­
m issioners, in  re fe re n ce  t o  th e  b ill ,  "1 
d o n ’t  u nd ers ta nd  h o w  a n y o n e  e v e r  m ade

Sheila Kaplan is a staff uniter. EditoriaU 
research assistant A n n a  M a n g u m  also co n - 
tribuicd to this article.

T h e  i n s u r a n c e  i n d u s t r y  

i s  o n e  o f  t h e  b i g g e s t  

i n d u s t r i e s  i n  A m e r i c a .  A n d  i t ’s

r i d i n g  r o u g h s h o d  

o v e r  l a w m a k e r s ,  r e g u l a t o r s  

a n d  t h e  A m e r i c a n  

p u b l i c .
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e ith e r  o f  th e se  a rg u m en ts  w ith  a stra igh t 
face. M a y b e  n o  o n e  e v e r  d id . . . . B u t  
w ith  o r  w ith o u t  s tra ig h t faces, in su ra n ce  
co m p a n ie s  w o n  th e  r ig h t to  c o n t in u e  to  
co n s p ire  a nd  c o m b in e  to  restra in  c o m p e t i ­
t io n  —  w ith o u t  in te r v e n t io n  from  th e  
Feds."

O liv e r 's  c o m m e n ts  refer to  th e  unusua l 
legal e x e m p t io n  th a t lets th e  in su ra n ce  in ­
dustry  p o o l ce r ta in  types o f  in fo rm a tio n  —  
a n  a rra n g e m e n t in su ra n ce  co m p a n ie s  say 
is v ita l to  s e tt in g  rates, b u t th a t c r i t ic s  say 
sets th e  stage fo r p r ice -fix in g , b o y co tts  a nd  
o th e r  a c t iv it ie s  th a t  h u r t  co n su m ers .

T h i s  d eb a te  is c e n tra l to  a law suit filed  
last M a r ch  by  th e  a tto rn e ys  genera l o f  
e ig h t sta tes aga inst fou r U . S .  insurers —  
A lls ta te , H a rtfo rd , A e t n a  a nd  C I G N A .  It  
alleges th e y  co n s p ire d  w ith  o th e r  in su r­
a n ce  in terests  a n d  th e  In su ra n ce  S e r v ice s  
O f f i c e  ( I S O ) ,  a n  in d u stry  group  th a t g a th ­
ers in fo rm a tio n  a n d  r e co m m e n d s  rates, to  
re d u ce  o r  e n d  ce r ta in  types  o f  co ve ra g e  as 
a w ay  o f  in crea s in g  p ro fits  —  k ick in g  o f f  
th e  so -ca lle d  liab ility  crisis. T h e  a tto rneys  
genera l c la im  th e  in su ra n ce  co m p a n ie s  v i ­
o la ted  th e  M cC a r r a n -F e rg u s o n  p ro h ib i­
tio n  aga inst b o y co tts ,  c o e r c io n  a nd  in ­
t im id a tio n , ch a rg es  th e  industry  d e ­
n ies. In  J u n e ,  10 o th e r  sta tes filed  a 
sim ila r su it  against 31 in surance , 
co m p a n ie s  a nd  in d ustry  
a ssocia tion s, a n d  Tex as , 
has filed  a separate 
su it in  sta te  co u r t .

E v i d e n c e  p r  
d u ce d  in  th e  coursi 
o f  th e  su its  m ay  fuel' 
th e  m o v e  for repeal, 
b u t th e  in d ustry  has 
m an a g ed  to  m a in ta in  its 
a n titru s t break  fo r m o re  
th a n  4 0  years —  d e ­
sp ite  o p p o s it io n  fro m  
th re e  W h i t e  H o u s e  
a d m in istra tio n s, th e

ing  a nd  food , a c co rd in g  to  th e  N a tio n a l 
I n s u r a n c e  C o n s u m e r  O r g a n i z a t i o n  
( N I C O ) ,  a V irg in ia -b a sed  co n s u m e r  a d ­
v o ca cy  g roup . A u t o  in su ra n ce  in creases 
are a m o n g  th e  m o st d ra m a tic . P rem ium s 
rose 9  p e r c e n t  in  1987, w h e n  in fla tio n  was 
4 p e r ce n t; 13 p e r c e n t  in  1986, w h e n  in fla ­
tion  was I p e r ce n t;  a m i 11 p e rce n t in 
1985, w h e n  in fla tio n  was 4 p e r ce n t.  A n d  
for all th e  industry 's co m p la in ts  a b ou t th e  
co s t  o f  d o in g  business, last year it pu lled  in 
$13 .7  b ill io n  in  p ro fits  o n  ca su a lty  and  
p rop erty  in su ra n ce  —  a b o u t o n e - th ird  o f  
to ta l in d ustry  profits.

D e sp ite  th e  size a n d  s ig n if ica n ce  o f  th is  
industry , in  m a n y  parrs o f  th e  c o u n tr y  it is 
v irtua lly  u n reg u la ted . A c c o r d in g  to  a B u ­
reau o f  L a b o r  S ta t is t ic s  rep o rt fo r February  
1988, in su ra n ce  em p lo y s  m o re  th a n  tw o  
m illio n  p eo p le ; b a nk in g , by  co m p a riso n , 
em p loys  1.7 m ill io n  a nd  is regu la ted  by 
th e  Fed era l R e se rv e  B oard , th e  Federal 
D e p o s it  In su ra n ce  C o r p .  a nd  th e  Treasu ry  
and  in d e p e n d e n t  s ta te  b a n k in g  depart­
m en ts . O n l y  a h a n d fu l o f  sta tes —  a m o n g  
th e m  Flo rid a , N e w  Y o rk  a n d  N e w  Jersey 

—  h a v e  th e  reso urces  o r  th e  
m a n d a te  to  g ive  th e

m o re  th a n  p e r fu n c to ry  a tte n tio n .
" T l ie  in su ra n ce  lo b b y  has b e e n  able to  

sh ie ld  p r ice -fix in g  fro m  federal a n titn is t 
s c ru tin y  n o t  by fo r ce  o f  a rg um en t bu t by 
sh ee r p o litica l m u s c le ,"  said S e n . H o w a rd  
M e tzen b a u m  ( D - O h i o )  at a m id -Ju n e  
hearing  o n  Ills b ill to  repeal th e  M c C a r -  
ran-Ferguson  e x e m p tio n . 11 ic  in su ra n ce  
co m p a n ie s , M e tz e n b a u m  said, sh o u ld  
"play by th e  sam e ru les as e v e ry o n e  else."  
O l iv e r ,  th e  F T C ’s R e p u b lica n  ch a irm a n , 
agrees. M c G ir m n -F e r g u s o n  is u n n e ce s ­
sary and  "denies co n su m e rs  th e  b est array 
o f  in su ran ce  se rv ice s  a t th e  low est possib le 
co s t,"  O l iv e r  says.

O u tg o in g  N e w  Jersey  D e m o c r a t  R ep . 
Pe te r R o d in o  ch a irs  th e  H o u s e  Ju d ic ia ry  
C o m m it te e ,  w h ere  a s im ilar d eb a te  o n  
M cC a r ra n -Fe rg u so n  is tak ing  p la ce . H e  
says repeal w o u ld  e n d  a host o f  q u e s t io n ­
ab le  in su ra n ce  p ra c t ic e s  th a t h a v e  a d ­
versely  a ffected  co n su m e rs . " T h is  m easure 
w o u ld  ensure  th a t th e  co n s u m e r  has a n  e f­
fe c t iv e  safeguard aga inst a n t i- co m p e t it iv e  
c o n d u c t  o n  th e  part o f  th e  in su ra n ce  in ­
dustry, w h e th e r  th ro u g h  th e  m e ch a n ism  
o f  sta te  regu la tion  o r  th ro u g h  th e  a n titru s t 

laws," h e  says.

F T C ,  th e  D e p a r t  
m e n t  o f  J u s t i c e ,  
co n s u m e r  groups 
s m a l l  b u s in e s s ,  
b a n k s ,  som e  
m e m b e r s  o f  
C o n g r e s s  a n d  
th e  N a t i o n a l  
A s s o c ia t io n  o f  
A t t o r n e y s  
G e n e ra l.

D u r in g  th is  t im e  th e  average 
h o u s e h o ld ’s in su ra n ce  b ills h a v e  ba l­
lo o n e d  —  today  rep re sen tin g  15 p e r ce n t  
o f  its d isposab le  in co m e , ju s t b e h in d  hous-
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s,3IVN uo soajss '031N uognziunSjo
jstunsuos sqj jo juspissjd 'J33un|_| jjsqog 
SJSllinSUOS vunq Sifp3|MOU3pi! A|91EA 
■ud VJSUOISSjllJ 11309 pUl! SJO)R|«!<fO( 33URJ11S
•ui 3UIOS mqj diqvuounpj sijoiquiAs sqj 
issjpi sdnoiH qjoq jo sdtqsjsquisiu stpp

•S3331UUU1O0
33UEjnSUI UO 3AJ3S Ol|M SJ3}|mtlMB| 911'IS JO
do spirui '('IIOON) sionj|si3.r] s:tuiunsu|
JO 33U3J3JUO0 H’UOllUfvJ 3qi pUB ‘SlStlOIS 
•SIIUIUOO pun VIOJSSJjp 99UE30CIII S)U1« JO
uopiRjurJtjo uc ‘(3IVN) uouoissuuiiicq
SSlli’jiuiq jo UOI)B|30tVy ptUOll 
_CN 3H* iswwiw 3u|nuiiuo9 vtAj|
•sripuj sip jo 3||ix|uiAs 3jii mlnoiSoM' I

,,'niPK jqi jo Qu;||qi)di!3 A101 
•pjnSoj aqi sui|jqAU3AO A|3jj|duioj i i  • jo 
•qii8o| 3uii.m luijM 'litqi Ai>|xii |ii|(3MixJ

os sj Aj3snpu| 3DUEjnsu; 3qj,„ ‘xo33Ê j 
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W a s h in g to n  lobby is t for sta te  e n v iro n *  
m e n ta l o ffic ia ls . T l i e  group 's first W ash* 
in g to n  lobby ist, reg istered  in  M a rch , is 
f o r m e r  i n s u r a n c e  e x e c u t i v e  R o b e r t  
M a ck in ,  w h o  is lead ing  its figh t to  save 
M c C a r n in -F c r g u s o n .

N e w  York  S ta te  A sse m b ly m a n  Frank  
Barbara  (D - B r n o k ly n )  says m o st state* 
h o u se  rep re sen ta tive s  v ie w  N C O I L u s  an 
industry  su p p ort group. “ I th in k  th e  in sur­
a n ce  ind ust ry has a right to  set u p  lobbyists 
w h e re ve r  th e y  w a n t  to ,"  Barbaro says. 
"B u t it v io la te s  th e  o p e n n e ss  o f  g o v e rn ­
m e n t  t o  set u p  an  o rg a n iza tio n  tha t is 
c lea r ly  lo b b y in g  In su ra n ce  industry  in te r­
ests a n d  try in g  to  d e lu d e  th e  p u b lic ."

R ep . D o n  Ed w a rd s  ( D - C a l i f . ) ,  w h o  is 
sp o n so r in g  th e  H o u s e  b ill to  repeal the  
M c C a r r a n - F e r g u s o n  e x e m p t io n ,  says, 
" T h e y  a te  t ilte d  tow ard  th e  industry . It's 
d isg ra ce fu l th e  w ay  th e  in su ra n ce  c o m m it ­
tees d o n ’t d o  th e ir  job . You  k n o w  the y  arc- 
ju st g u n g  h o  fo r in su ran ce ."

O n e  reason  is m a n y  N C O I L  m em bers 
w ork  fo r th e  industry . N C O I L ' s  1988 a l­
m a n a c, w h i c h  lists o c cu p a t io n s  o f  m any  
b u t n o t  a ll re le va n t c o m m it te e  m em bers, 
show s th a t  in  14 states, h ouse  o r  senate 
c o m m it te e s  th a t regu la te in su ra n ce  are 
ch a ire d  by p resen t o r  fo rm er in su ran ce  
professionals. In  11 sta tes in su ra n ce  p ro ­
fessionals se rve  as sen a te  and  assem bly 
p res iden ts o r  m in o r ity  leaders o r  in  o th e r  
p os itio n s  o f  pa rty  leadersh ip . In  18 states, 
in su ra n ce  pro fessiona ls serve  as insurance/ 
c o m m e r c e  c o m m it te e  ch a irs , v i c e  cha irs 
o r  ra nk in g  m in o r ity  m em bers. T h i s  g ives 
th e  in d ustry  a b u ilt- in  lobby , n o t  in c lu d ­
in g  th e  reg istered  lobbyists p o lit ica l o b ­
servers say m ak e  u p  th e  b iggest b lo ck  o f  
lobbyists in  m a n y  states.

“T h e r e  a r c  a t least 25 lobbyists u p  there 
at all t im e s ,” says M in n e s o ta ’s C o m m is ­
s io n e r  M ic h a e l  H a t c h ,  ree ling  o f f  a list o f  
firm s h e  e n co u n te r s  in  th e  sta te  cap ito l. 
“T h e y  are th e  largest lo b b y  in  th e  state."

H a t c h  a lso  p o in ts  to  in su ra n ce  in d us­
try  ca m p a ig n  co n tr ib u t io n s ,  w h ic h  h e  
says legisla tors k n o w  th e y  c a n  d e p e n d  
o n  if  th e y  sig n  o n to  a n  in su ra n ce  
c o m m it te e .  "It's in ce s tu o u s  a n d  o f  
co u rse  th e y  h a v e  a d ir e c t  in te re s t,”
H a t c h  says. " T h e  person  g o in g  
th e re  isn ’t g o in g  th e re  for any  
sense o f  id ea lism ."

A  loo k  a t f in a n c ia l d is c lo ­
sure s ta te m e n ts  o f  N C O I L  
m em bers  in  key sta tes w here  
figures are a va ila b le  sh ow s a s trong  
re lia n ce  o n  in d ustry  m o n e y .

Insurance political action committees

( P A C s )  co n tr ib u te d  a to ta l o f $ 65 ,76 7  to  
P e nn sy lva n ia  sta te  legislators fro m  1985 
th ro u g h  m id -Ju n e  1986. A lm o s t  h a lf  of 
th e  to ta l ca m e  from  th e  In su ra n ce  fed era l 
o f  P e n n sy lva n ia  In c .  P A C .  R e p u b lica n  
S e n . E d w in  I lo ll, ch a irm a n  o f  th e  B a n k ­
ing an il In su ra n ce  C o m m it t e e ,  was th e  
to p  r e c ip ie n t  in  th e  s ta teh o use , n e tt in g  
$8,750 . S ta te  e le c t io n  re co rd s  o f  h is  1987 
P A C  co n tr ib u t io n s  o v e r  $ 250 s h o w  H u ll  
re ce iv e d  o n e - th ird ,  to ta lin g  at least 
$ 11 ,000, fro m  in su ra n ce  P A C s .

In  N e w  Y ork , S e n .  Jo se p h  B m n o  (R -  
B m n s w ick ) ,  ch a ir  o f  th e  S e n a te  In su ra n ce  
C o m m it t e e ,  g o t $ 37 ,70 0  —  35 .6  p e r c e n t  
o f  h is  1985-86 to ta l —  from  g ro u p s  w ith  
in su ra n ce  in terests , a c co rd in g  to  f in a n c ia l 
d is c lo su re  s ta te m e n ts  rep o rted  by  th e  A l ­
bany T im e s -U n io n . T h e  n ew sp a p er also 
d is c lo sed  th a t  D e l .  H o w a rd  La s h e r  (D -  
B ro o k ly n ),  ch a irm a n  o f  th e  A s s e m b ly  I n ­
su ra n ce  C o m m it t e e ,  r e c e iv e d  $ 61 ,4 0 0  
fro m  in su ra n ce  in te rests  d u r in g  th e  sam e 
period  —  rep re sen tin g  an  a s to u n d in g  55.5 
p e r c e n t  o f  h is co n tr ib u t io n s .  A n  e x a m in a ­
tio n  o f ca m p a ig n  co n tr ib u t io n s  file d  from  
m id -January  1987 th ro u g h  1988 show s 
th e  in su ra n ce  in d ustry  c o n t in u e d  to  p ou r 
m o n e y  in  a fte r th e  e le c t io n ,  g iv in g  La sh e r  
m ore  th a n  $ 25 ,75 0 , s lig h tly  m o re  th a n  
h a lf  h is  o ff-year in take.

In  A r iz o n a , sen a te  a n d  h o u se  in su ra n ce  
c o m m it te e  ch a ir m e n  W il l ia m  A .  “T o n y "  
W e s t  a n d  Jam es M e re d ith , m a jo r  sponso rs  
o f  va rio us  p ro - in s u ra n ce  m easures in  th e  
past few  years, to o k  adva n ta g e  o f  th e  n a ­
tio n a l N A I C  c o n fe r e n ce  
in  D e c e m b e r  to  add 
th e ir  ca m p a ig n  co ffers.

S evera l days be fo re  th e  co n fe r e n ce  b e ­
gan  th e y  h e ld  a jo in t  c o m m it te e  h ea ring  
o n  M cC a n ra n -F ’o ig u so n . S e v e ra l insu 
a n te  e x e cu tiv e s , in c lu d in g  D e b ra  R a n a , 
assistant co u n s e l o f  th e  N a t io n a l A s s o c ia ­
t io n  o f  In d e p e n d e n t Insurers o f  C h i c a g o ,  
a n d  Prank M a tr ica rd i, v i c e  p res id en t for 
p la n n in g  and  leg isla tion , M a x icn re  A r iz o ­
na, testified  against repeal. T h a r  n ig h t, 
R a n d  and  M a trica rd i w ere  a m o n g  th e  
co n tr ib u to rs  at a jo in t  fundra iser fo r th e  
tw o  law m akers, sp o n so red  by Jo n e s , S k e l­
to n  and  H o c h u l i ,  a law  f in n  th a t lobb ies 
o n  b e h a lf o f  severa l in su ra n ce  co m p a n ie s , 
a nd  B lue  C ro ss/ B lu e  S h ie ld  o f  A r iz o n a . 
T l i e  fundraiser b ro u g h t in  $ 3 ,560 , a lm ost 
e x c lu s iv e ly  from  in su ra n ce  P A C s ,  agents 
o r  ex e cu tiv e s , so m e  from  o u t  o f  sta te.

Sev e ra l w eeks later, W e s t ’s c o m m it te e  
a d o p ted  a reso lu tio n  a ffim iin g  th e  sta te ’s 
su p p o rt o f  M cC a r ra n -F e rg u s o n . T l i e  reso­
lu tio n  was passed hy th e  sen a te  a nd  is n o w  
b e in g  co n s id e re d  by  th e  house .

A r i z o n a  D e m o c r a t i c  R e p .  D c b b y  
M c C u n e ,  a fo rm er in su ra n ce  a g en t h e r­
self, says, "I th in k  [g iv in g  m o n e y ] is e x a c t ­
ly th e  k ind  o f  th in g  th a t  w o u ld  b e  sm art 
for a lobbyist to  d o . I d o n 't  n ecessarily  
th in k  tha t it's sm a rt fo r a leg isla tor to  a c ­
ce p t ."
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IiC a m p a ig n s  fo r  in su ra n ce  co m m is s io n  
ers, e le c te d  in  11 states, a rc a lso  fue led  by 
th e  industry .

In  Flo rida , fo r  e x a m p le , P A C s  a nd  in ­
d iv id u a ls  in  th e  in su ra n ce  fie ld  hedged  
th e ir  be ts  in  1986 by  g iv in g  h e a v ily  to  
b o th  ca n d id a te s . R e co rd s  o f  d o n a t io n s  o f  
$ 500 a n d  a b o v e  s h o w  th e  in d ustry  sp e n t a 
to ta l o f  $ 3 0 4 ,0 0 0  in  1986 to  h e lp  re e le c t  
W i ll ia m  G u n te r ,  a fo rm er U .S .  C o n g r e s s ­
m a n  a nd  N A I C  p res id en t. G u n t e r ’s o p p o ­
n e n t,  V a n  13. P o o le , d rew  $ 1 5 1 ,0 0 0  —  
nearly  30  p e r c e n t  o f  h is  to ta l re ce ip ts .

B ro o k ly n  D e m o c r a t i c  S e n .  D o n a ld  
H a lp c r in ,  n e w ly  e le c te d  p re s id e n t o f  
N C O I L ,  fa vors  p u b l ic  f in a n c in g  o f  sta te 
e le c t io n s , b u t  in  th e  m e a n tim e , h e  says, 
e ch o in g  severa l co m m iss io n e rs , l i e ’ll take 
w h a t  co m e s . "I w o u ld  lo v e  to  s o lv e  th is 
p ro b lem  a nd  I d o n ’t th in k  it is l im ite d  to  
th e  in su ra n ce  in d u stry ,"  h e  says.

Part o f  th e  b la m e  fo r w eak  sta te  regu la­
t io n s  c a n  also b e  p in n e d  o n  th e  re v o lv in g  
d o o r  b e tw e e n  sta te  o ff ic e  a n d  industry .

" T o o  m a n y  in su ra n ce  c o m ­
m is s io n e r s  s p e n d  t h e i r  

t im e  p la n n in g  fo r th e  
day  w h e n  th e y  w ill 

land  a lu c ra t iv e  jo b
w ith  th e  industry ,"  
ch a rg es  S e n .  M e tz ­
en b a u m .

A n  analysis o f  
t h i s  y e a r ’s 
N C O I L  a lm a ­
n a c  sh o w s  th a t

16 o f  so m e  53 cu r r e n t  co m m iss io n e rs  h a v e  
w ork ed  for th e  industry . A  r e c e n t  ]ouma 
of Commerce su rvey  o f  in su ra n ce  c o m m is ­
s ioners w h o  le ft th e ir  jo b s  in  th e  past four 
years show s th a t a b o u t  25 p e r c e n t  w er.. 
d ire c tly  in to  th e  in d ustry . A n o t h e r  17 
p e r ce n t  le ft fo r law  firm s  w h e re  th e y  h a n ­
d le  so m e  in su ra n ce -re la ted  business.

A m o n g  th e  m o st co n tro v e rs ia l m o v e s  
was th a t  o f  fo rm er M a ry la n d  C o m m is s io n ­
er Edw a rd  M u h l ,  w h o  in  D e c e m b e r  a n ­
n o u n ce d  h is  re s ig n a tio n  from  h is  s ta te  o f ­
fice  t o  a c c e p t  a pos t w ith  R o y a l In su ra n ce  
in N o r th  C a ro lin a .  M u h l  presided  o v e r  
th e  D e ce m b e r  1987 N A I C  m e e tin g  in  th e  
in te rim . "1 th in k  it ’s in cre d ib le  th a t  n o ­
body  e v e n  said b o o ,"  says th e  in su ra n ce  
co n s u m e r  o rg a n iza tio n ’s H u n te r ,  n o t in g  
in  response to  a N A I C  su rvey , “T l i e  rela ­
t io n sh ip  m ust b e  d iffe re n t i f  N A I C  is e v e r  
g o in g  to  be  v ie w e d  as a real regu la tory  
body."

M u h l ch a ra cte r ize s  M a ry la n d ’s cu r r e n t  
e th ics  law  as a m o n g  th e  s tr ic te s t  in  th e  
n a t io n  and  n o te s  th a t  h e  fo llo w e d  it  to  
th e  le tter, tu rn in g  h is  w o rk  o v e r  to  h is 
d e p u ty  and  filin g  w ith  th e  sta te  e th ic s  
co m m iss io n  o n c e  h e  m a d e  h is  d e c is io n . 
" W h e n  I w as a reg u la to r  I to o k  m y  jo b  
ex trem e ly  seriously  a n d  a tte m p te d  to  d o  
th e  best jo b  1 c o u ld  fo r  th e  c it iz e n s  in  m y  
state. I was in  sta te  s e r v ice  fo r 17 years. I f  
it ’s a re v o lv in g  d oo r, it ’s a ve ry  s lo w -m o v ­
ing o n e ."

B u t  th e  fa c t  th a t  th e  law  is b road  
e n o u g h  to  a llo w  s u ch  a c t io n s  is d is tu rb in g  
to  so m e  co m m iss io n e rs  and  co n s u m e r  
groups. " It’s a n  il leg itim a te  c r i t ic is m  o f  an  

in d iv id u a l, b u t  n o t  an  
i l l e g i t im a t e  c r i t i ­

c is m  o f  th e  sys­
t e m ,  ' s a y s  
D e l a w a r e ' s  

I n s u r a n c e  
C o m m is s i o n -  

D a v i d

L e v in s o n ,  w h o  favors a o n e -y e a r  h ia tus 
before a n  in su ra n ce  co m m is s io n e r  co u ld  
w ork  for a p riva te  in su ra n ce  firm .

T e x a s  a tto rn e y  T o m  B o n d ,  o f  A k in ,  
G u m p ,  Strauss, H a u e r  &  Fe ld , and  c o u n ­
sel to  N A I C ,  disagrees, saying , re str ictiv e  
leg isla tion  co u ld  a ffe ct th e  q u a lity  o f  ap ­
p lica n ts  fo r  p u b lic  jobs. " It ’s hard  to  g o  to  
s ch o o l a n d  get a degree in  in su ra n ce ,” 
B o n d  says. "You  so r t o f  h a v e  to  learn 
a b o u t h o w  it w orks so m e w h e re , and  m a n y  
o f  today’s regu la tors are lea rn in g  it o n  th e  
jo b , w h ic h  is fin e . B u t w h a t  th e y ’ll d o  
w ith  th e ir  lives a fter th e y  k n o w  so m e th in g  
a b ou t in su ra n ce  is hard  to  im a g ine  if  th e y  
c a n n o t  w o rk  in  a n d  a ro u n d  th e  in d ustry .”

In  th e  m e a n tim e , th e  sys tem  w orks w ell 
for th e  industry . “ I d o  b e lie v e  th e  in su r­
a n ce  in d ustry  has largely ca p tu re d  the  
sta te  p ro ce ss ,” says M a rk  K in d t ,  w h o  re­
c e n t ly  resigned  as W e s t  V irg in ia  d e p u ty  
a tto rne y  genera l to  b e co m e  reg iona l d ir e c ­
to r  o f  th e  F T C  in  C le v e la n d .

Part o f  th e  b lam e, K in d t  p o in ts  o u t, lies 
w ith  state regu la tors’ c o n tra d ic to ry  goals: 
m a in ta in in g  a h e a lth y  in d ustry  a nd  e n su r­
ing  th a t ra tes are n o t  ex cess iv e , in a d e ­
q u a te  o r  d is cr im in a to ry . A d d  p o lit ica l 
pressure, a n  average d e p a r tm e n t  fu n d in g  
o f  less th a n  o n e - te n th  o f  1 p e r c e n t  o f  th e  
typ ica l sta te  b u d g e t a nd  th e  resu lt is th a t  
m a n y  sta tes s im p ly  ru bb er-sta m p  rate 
h ikes  a nd  o th e r  in d ustry  requests.

Jo sep h  B e lth ,  in su ra n ce  pro fessor a t  I n ­
d iana  U n iv e r s i ty  a nd  p u b lish e r  o f  a 
m o n th ly  n ew s le tte r  o n  th e  su b je c t, says 
h is  state in su ra n ce  d e p a r tm e n t  is severe ly  
understa ffed . " If [d e p a r tm e n t officia ls] 
w a n t  to  f ig h t  a n  in su ra n ce  c o m p a n y  th e y  
m ig h t h a v e  a p a rt-tim e  law yer . . . and  
th e  in su ra n ce  co m p a n y  g oes  in  w ith  10 
to p  guns a n d  hires th e  best lawyers in  th e  
sta te  w ith  th e  m o s t p o lit ica l p o w er a nd  
ju s t o v e rw h e lm  th e  regu la tory  body."

/ f  th e  sta tes a re paralyzed, ca n  c o n ­
sum ers c o u n t  o n  th e  federa l g o v e rn ­
m e n t  t c  take charge?  R e c e n t  e v e n ts  

a ren ’t  e n co u ra g in g . W e s t  V irg in ia  A t t o r ­
n ey  G e n e ra l C h a r ie s  B ro w n , te stify ing  in 
C o n g re ss  be fo re  filin g  th e  law suit, p o in te d  
to  th e  industry 's a b ility  in 1986 to  p u ll t o ­
g e th e r  n a tio n a lly  to  ex ert pressure. " T h e  

p o w e r  d isp layed  w as th e  c o m ­
b in ed , co o rd in a te d , s im u lta ­

n eous  m ass ca n ce l la t io n  o f  
m e d ica l m a lp ra ctice  c o v ­

erage in  o u r  states,"  h e  
m a in ta in s, a n d  is a n  ex a m p le  

o f  w hy  th e  M cC a r r a n -F e rg u s o n  
e x e m p t io n  m ust b e  en d e d .

Ginunnr Cause
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" W h e re  else in  th e  A m e r ic a n  e co n o m y  d a  
prices rise fo r g o o d s  a nd  se rv ice s  by huri 
dreds o f  percen ts?"

It was d u r in g  th e  cris is  in  liab ility  c o v e r ­
age th a t m a n y  s ta te  regu la tors re cogn ized  
th e ir  em barrassing  in a b ility  to  g e t reliable 
in fo rm a tio n  o n  industry  pro fits a n d  losses. 
" T h r o u g h o u t  th e  w h o le  in su ra n ce  crisis 
w e b e ca m e  p a in fu lly  aw are th a t  (th e ) data  
was o n ly  ns g o o d  as th a t s u b m itte d  by  th e  
industry ,"  reca lls  M in n e s o ta  C o m m is ­
sioner H a t c h .

In  W a s h in g to n  sim ila r p ro b lem s were 
u n co v e re d  d u r in g  1986 H o u s e  Jud icia ry  
C o m m it t e e  h earings o n  th e  in su ran ce  
“cr is is .” " T h e  in su ra n ce  co m p a n ie s  ca m e  
in  a nd  w ere  v e ry  s e c r e t iv e ,” reca lls  Re|p. 
D o n  Ed w a rd s  (D - C a l i f . ) .  " T h e y  w o u ld n ’t 
te ll us w h a t  th e ir  pro fits w ere  a n d  w hat 
the y  h ad  in  reserve."

t~ \  e sp ite  th e  in d ustry ’s c lo sed -d o a r 
/  I  o p e ra tio n s  a nd  genera l la ck  o f  a c-  

J L y  co u n ta b il i ty ,  R o d in o  said h is  sub­
co m m it te e  was ab le  to  lea rn  e n o u g h  iro 
c o n c lu d e  th a t  th e  liab ility  insurers a ctu a l­
ly re ce iv e d  for m o re  in  p rem iu m s o v e r  th e  
p rev iou s d e ca d e  th a n  th e y  h ad  pa id  o u t  in  
cla im s. S p e c if ica lly ,  57 c e n ts  ca m e  in  for 
every  29 c e n ts  pa id  o u t. S im ila r  d is crep ­
a n cies  c a m e  to  lig h t a t th e  S e n a te  sub ­
co m m it te e  h ea rin g  in  Ju n e . T e x a s  A t t o r ­
ney  G e n e r a l  M a tto x  sa id  industry  figures 
sh o w  th a t b e tw e e n  1985 a n d  1987 profits 
o n  p rop erty  a nd  ca su a lty  in su ra n ce  rcse  
from  $2.1 b il l io n  to  $ 13 .7  b illio n . H is  
o w n  figures p u t th e  in crease  c lo se r  to  $20 
b illion .

D e sp ite  s u ch  fin d ing s, repeal o f  M c C a r -  
run -Ferg uson  lo o k s  like  a d im  possib ility. 
N A I C  a nd  N C O I L  are b o th  lob by ing  
against repeal, w h i c h  th e y  v ie w  as a step ­
p ing  s to n e  to  fu r th e r  federal in te rve n tio n . 
T h e  g ro u n d w o rk  was se t last sum m er, 
w h e n  N C O I L  leaders a n d  in su ra n ce  in ­
dustry  lobbyists sw a n n e d  a m e e t in g  o f  th e  
N a tio n a l C o n f e r e n c e  o f  S ta te  Leg isla tu res 
( N C S L )  a n d  persuaded  N C S L  m em bers  
to  b lo ck  c o n t in u a t io n  o f  th e  g ro u p ’s p rev i­
ous su p p o rt fo r repeal —  a m o v e  th a t sub­
stan tia lly  h u r t  repeal efforts in  W a sh in g ­
ton .

"1 h a v e  rarely  seen  a n y th in g  so  h eav ily  
loh h icd ,"  says I llin o is  sta te R ep . W o o d s  
B o w m a n  ( D - C o o k  C o u n t y ) .  It d id n 't  l u r t  
th a t so m e  s y m p a th e tic  N C S L  m em bers 
a rc also in su ra n ce  agents, in c lu d in g  state 
S e n . R ich a rd  W o r m a n  o f  Ind iana  and 
state S e n .  J o h n  La rso n  o f  C o n n e c t i c u t ,  
p res iden t o f  th e  in su ra n ce  firm  La rso n  &. 
Lys ik .

T h e  in d u s try  l in e  o n  M c C a r r a n - F e r ­
g u so n  rem a ins  th a t  th e  federa l g o v e r n ­
m e n t  sh o u ld  stay  o u t  o f  s ta te  affairs. 
R o b e r t  S e ile r ,  a  s e n io r  e x e c u t iv e  w ith  
A l ls ta te  L i f e  In s u ra n ce  C o .  w h o  te s tifie d  
last A u g u s t  o n  b e h a lf  o f  10 in s u ra n ce  
g roups be fore  a H o u s e  s u b co m m it te e ,  
ch a ra c te r iz e d  th e  n o t io n  th a t th e  federa l 
g o v e r n m e n t  s h o u ld  in te r c e d e  as " federa l 
e li t ism ."  T h a t  s ta n c e  is p a r t icu la r ly  
ir o n ic  s in ce  in s u ra n ce  lob b y is ts  are  beg -

Sorr.e  sta te  legislators a lso  fa vo r  repeal. 
E n d in g  th e  industry 's a n titru s t  e x e m p ­
t io n , th e y  say, w o u ld  b rin g  e n o u g h  federal 
in te r v e n t io n  to  d o  th e  jo b  a nd  sen d  th e  
m essage to  th e  in su ra n ce  in d ustry  th a t th e  
free ride  is o ve r.

Je ffrey  T e i t z ,  ch a irm a n  o f  th e  R h o d e  Is­
land H o u s e  Ju d ic ia ry  C o m m it t e e ,  has to ld  
C o n g re s s  th a t  M c C a r r a n -F e rg u s o n  a ctu a l­
ly im p ed es e f fe c t iv e  sta te  reg u la tion . T e i t z  
supports  p ro v is io n s  to  req u ire  co m p a n ie s

ndustry profits soared between 1985 a n d  

1987, despite widespread fears of a n  insurance 

“crisis. ” Between 1 9 7 6  a n d  1 9 8 6  liability 

insurers collected 5 7  cents for every 2 9  cents 

paid, out, one study showed.

g in g  th e  federa l g o v e r n m e n t  t o  in te r ­
v e n e  a t th e  s ta te  le v e l to  k eep  b a n k s  o u t  
o f  th e  in su ra n ce  fie ld .

N A I C  o ffic ia ls  also c o n te n d  th a t  ex is t­
ing  regu la tions are e n fo r ce d  w i th  su ffi­
c ie n t  vigor, a n  a ssertion  M e tz e n b a u m  
ca lls "una du lte ra ted  h o k u m ."

In  b o th  th e  H o u s e  a n d  S e n a te  ve rs io n s  
o f  th e  leg isla tion  a m e n d in g  M c C a r r a n -  
Ferguson, states re ta in  th e  rig h t to  e n fo r ce  
th e ir  regu la tions. M e tz e n b a u m  a n d  E d ­
wards v iew  th e ir  m easure  as a m ea n s  to  
p ro v id e  federal h e lp  o n  a n titru s t ca ses  and  
send  a message to  th e  in su ra n ce  c o m p a ­
nies and  s ta tch o u ses  th a t  th e  era  o f  lax 
regu la tion  is o v e r . T h e  federal g o v e rn ­
m e n t  co u ld  a lso h e lp  th e  sta tes grapple 
w ith  re in su ra n ce  firm s, w h ic h  in  e f fe c t  are 
su b co n tra cto rs  t o  th e  m a jo r in su ra n ce  
firm s and  agree to  take o n  part o f  th e  risk. 
T h e s e  firms, m a n y  o f  w h ic h  are overseas, 
pose a n  e n o rm o u s  ch a lle n g e  to  sta tes re ­
sponsib le for assessing th e ir  so lv e n cy .

“ I c a n ’t go  to  th e  C a y m a n  Islands, K o ­
rea a nd  L i t i n  A m e r ic a  a n d  in ves tig a te  th e  
co m p a n y  th a t is p ro v id in g  th e  in su ra n ce ,"  
says N e w  Jersey In su ra n ce  C o m m is s io n e r  
K e n n e th  M e r in . “T h a t ’s for th e  feds."

to  su b m it a n n u a l f in a n c ia l da ta  to  a feder­
al a g en cy , w h ic h  w o u ld  co lla te  it a n d  re ­
tu rn  it to  th e  co m p a n ie s , as w e ll as sta te 
agencies.

S u c h  efforts, m o st su p p orte rs  o f  repeal 
b e lie ve , w o u ld  h e lp  p u t a c la m p  o n  rates. 
" W e  b roke a m o n o p o ly  o n  m e d ica l m a l­
p ra c t ice  a nd  rates w ere  re d u ce d  o v e r  5 
p e r ce n t,"  reca lls  fo rm er C o m m is s io n e r  I n ­
gram . " W h a t  I ’m  ta lk ing  a b o u t is cre a tin g  
co m p e ti t io n .  I f  y o u  d o n ’t h a v e  M c C a r r a n -  
Ferguson  repealed, th e y 'll k eep  [raising 
rates] a nd  say th e y  a rc  w i th in  th e  la w .”

S o m e  co n s u m e r  a d v o ca te s  see repeal o f  
M cC a r r a n -F e rg u s o n  as ju s t  part o f  th e  s o ­
lu tio n . T i r e  c o n s u m e r  g ro u p  N I C O  a lso 
ca lls  fo r  esta b lish in g  a federa l o f f ic e  o f  in ­
su ra n ce  to  c re a te  state standards a nd  m o n ­
ito r  p e r fo rm a n ce ; rep ea ling  th e  b ill bar­
ring  th e  F T C  fro m  in ve s tig a tin g  in su ra n ce  
fraud; ex p a n d in g  an  ex is tin g  law  to  a llow  
groups to  jo in  to g e th e r  to  se lf-in sure ; a nd  
in s titu tin g  a n a tio n a l re in su ra n ce  p ro ­
gram .

T h e s e  m o v e s  are like ly  to  p ro v o k e  e v e n  
m ore  sta te  o p p o s it io n , h o w e v e r , and  seem  
im possib le  to  a ch ie v e  w ith o u t  M c C a r r a n -  
lierguson repeal as a first s tep . ♦

Jnly/Auuini IWH (jminionCIum' Magazine .s
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J  s goes C a lifo rn ia , so  goes th e  
/ I  n a tio n . 

j  1  O r  a t least so  h o p e s  th e  c o n -  
f  1  su m er m o v e m e n t.

J k .  O n  N o v e m b e r  7, i f  co n su m e r 
a d v o ca te s  are righ t, C a l ifo rn ia n s  w ill v o te  
in  fa vo r o f  a b a llo t in it ia t iv e  th a t w o u ld  
roll b a ck  in su ra n ce  rates a nd  s te p  up regu ­
la tion . O n c e  C a lifo rn ia  goes o n  re co rd  o n  
th e  in su ra n ce  issue, co n s u m e r  a ctiv is ts  
reason, o th e r  states are sure to  follow .

o n s  are a sy m b o l, th e  g roup  d e cla re d , o f  its 
n e e d  to  p ro te c t  th e  p e tit io n s  it g a th e re d  to  
q ua lify  its in it ia t iv e  for th e  N o v e m b e r  ba l­
lo t  from  raids by in d ustry  o p p o n e n ts .

Highway Robbery
C a lifo rn ia  is a key  sta te  in  th e  b a ttle  to  

re fo rm  th e  in su ra n ce  in d ustry  pa rtly  be 
ca u se  o f  its sh e e r  size. W i t h  m o re  th a n  
$ 8.2  b illio n  in  a u to  in su ra n ce  p rem iu m s 
w r it te n  last year, fo r ex a m p le , C a lifo rn ia

B y ' P e t e r  A s m u s

In the storehouse and at the polls; moneyfuels
the battle over insurance.

T h e  la test C a lifo rn ia  p o l l sh o w s  th a t 77 
p e r ce n t  o f  th e  G o ld e n  S ta te  d rivers re ­
sp o n d in g  th in k  th e ir  rates are " m u ch  to o  
h ig h .” T h e  p o ll a lso  in d ica te s  th a t  79 p e r­
c e n t  e n d o rse  co n s u m e r  reform s.

Partly  b e ca u se  th e  stakes are so  h ig h , 
C a lifo rn ia ’s E le c t i o n  D a y  s h o w d o w n  has 
ga lvan ized  so m e  o f  th e  m o s t pow erfu l e c o ­
n o m ic  a nd  p o lit ica l in terests  in  th e  state. 
T h e  result has b een  a b itte r , d ra w n -o u t 
co n te s t  th a t is e x p e c te d  to  co s t  th e  various 
in terests ten s  o f  m illio n s  o f  do lla rs before 
the  d u s t se ttle s  in  N o v e m b e r .

T i r e  G r e a t  In itia tive s  W a r, w h ic h  has 
p itted  tria l law yers against in su ra n ce  
agents, in su ra n ce  co m p a n ie s  against 
banks and  co n su m e rs  against e a ch  o th e r, 
is by all a c co u n ts  a b y p ro d u c t  o f  th e  sta te  
leg isla ture’s se e m in g  in a b ility  to  a c t  o n  th e  
vo la tile  in su ra n ce  issue —  d e sp ite  m o u n t­
ing p u b lic  d e m a n d s  fo r ch a n g e .

T i r e  b a ttle  b e tw e e n  co n su m e rs  and  th e  
in su ran ce  in d ustry  is so  in te n se  th a t m e m ­
bers o f  th e  V o te r  R e v o l t  to  C u t  In su ra n ce  
R ates, o n e  o f  severa l g roups p u sh in g  fo r 
reform s, h a v e  m o ck in g ly  sp o rted  sho tguns 
and  se m i-a u to m a tic  w eap ons. T h e  w eap ­

is th e  n a t io n ’s largest m arket. It  is a lso  o n e  
o f  th e  m o st e x p e n s iv e . In  L o s  A n g e le s , 
o n e  o f  th e  ha rd est h i t  areas, rates average 
m o re  th a n  $ 2 ,600 . (N e w  Y o rk  C i t y ’s a n ­
n u a l average is $ 7 6 8 .) C a r  o w n e rs  ro u ­
t in e ly  fa ce  m u c h  h ig h e r  p re m iu m s  —  
$ 4 ,000  and  $ 5 ,0 0 0  are n o t  all th a t  u n ­
c o m m o n .  N o t  lo n g  ago, o f  co u rse , you  
c o u ld  buy a ca r  fo r  $5,000 .

In  ce r ta in  h ig h -r isk  se c t io n s  o f  L o s  A n ­
geles, in su ring  a n  a u to m o b ile  c a n  co s t  
$ 7 ,500 . C o n s e q u e n t ly ,  b e tw e e n  70  a nd  
90  p e r ce n t  o f  th e  residen ts in  th e se  o f te n  
im p o ve rish ed  areas d o n ’t ca rry  in su ra n ce  
—  desp ite  a sta te  law  req u ir in g  u n iversa l 
co ve ra g e . C a l i fo r n ia ’s rates are n o t  o n ly  
a m o n g  the  h ig h e s t in  th e  n a t io n  b u t  are 
g ro w in g  a t a p h e n o m e n a l p a ce . O v e r  th e  
last tw o  a nd  a h a l f  years th e y  h a v e  ju m p e d  
40  p e rce n t, co m p a re d  to  a n  avera g e  28 
p e r c e n t  in crease  e lsew h ere , a c co r d in g  to  a 
r e c e n t  study  fo r th e  C a lifo rn ia  sta te  leg is­
lature.

C a lifo rn ia  a lso  stands o u t  b e ca u se  it has 
o n e  o f  th e  m o st laissez-faire a p p ro a ch e s  to  
in su ra n ce  reg u la tio n  in  th e  co u n t r y .  A  
sta te  law passed in  1948 to  b a n  e x ce s s iv e

rates is so  w eak tha t o n ly  o n e  in su ra n ce  
c o m p a n y  v io la t io n  has b e e n  in vestiga ted  
to  da te , d esp ite  n u m e ro u s  co m p la in ts  o f  
in su ra n ce  fraud. A t  a press co n fe r e n ce  last 
M a y , In su ra n ce  C o m m is s io n e r  R o x a n i 
G il le s p ie  a d m itte d  th a t th e  p ro b le m  is 
“ th e  sta te  d oesn 't k n o w  w h a t th e  insurers 
d o ."  A  C o n s u m e r s  U n io n  report last sum  
m er c o n c lu d e d  th a t th e  state's industry  
fr ien d ly  D e p a r tm e n t  o f  In su ra n ce  "is p ro  
t c c t in g  in su ra n ce  co m p a n y  rep u ta tions  in ­
s t e a d  o f  p r o t e c t i n g  c o n s u m e r s ’ 
p o ck c tb o o k s ."

B u t  i f  C a lifo rn ia  is a n  ex tre m e  e x a m ­
ple, it isn ’t th e  o n ly  sta te  w h e re  p e o p le  are 
saying  th e y ’re fed  up. O v e r  th e  past th ree  
years th e  co s t  o f  all in su ra n ce  in  th e  U n i t ­
ed  S ta te s  has in creased  a t trip le  th e  ra te  o f  
in fla tio n , a c co rd in g  to  V o te r  R e v o l t  to  
C u t  In su ra n ce  R a tes . A t  th e  sam e t im e  
industry  profits appear to  b e  a t an  a ll-tim e  
h ig h . B e tw e e n  1985 a nd  1987, a c co rd in g  
to  o n e  ca lcu la t io n , th e y  ju m p e d  from  $2.1 
b ill io n  to  $13.7 b illion .

“T h e  eyes o f  th e  in s u ra n ce  in d u s try  
are fo cu s e d  o n  C a l i f o r n ia ,"  in d u s try  as­
s o c ia t io n  h ea d  G e o r g e  T y e  to ld  re p o r t­
ers e a rlie r  th is  y ea r  in  a b i t  o f  a n  u n d e r ­
s ta te m e n t. A n x io u s  a b o u t  th e  p o te n t ia l  
im p a c t  o f  a su cce ss fu l C a l i fo r n ia  re fo rm  
d r iv e , in su rers fro m  co a s t  to  co a s t  h a v e  
p le d g ed  to  k ick  in  a to ta l o f  $27 m il l io n  
to  h e lp  e n a c t  a n  in d u s try -s p o n s o re d  in i ­
t ia t iv e  a t  th e  e x p e n se  o f  th e  co n s u m e r -  
b a ck e d  o n e s .

T h e  N o v e m b e r  b a llo t is e x p e c te d  to  
ca rry  u p  to  five  m easures, e a ch  a im e d  at 
ch a n n e l in g  vo te r  rage a n d  fru stra tion  in to  
n e w  laws —  so m e  m o re  m e a n in g fu l th a n  
o thers . T w o  o f  th e  proposa ls are c o n s u m ­
e r-o r ie n te d  —  o n e  b a ck e d  by  w e ll-k n o w n  
co n s u m e r  a d v o ca te  R a lp h  N a d e r  w o u ld  
im m e d ia te ly  ro ll rates b a ck  to  N o v e m b e r  
1987 leve ls  and  re d u ce  th e m  a n o th e r  20 
p e rce n t. It  also w o u ld  o u tla w  red lin in g  
a n d  su b je c t  all fu tu re  rate in creases to  a p ­
prova l by  a n  e le c te d  in su ra n ce  c o m m is ­
sioner; u n d e r  th e  cu r r e n t  system  th e  head  
o f  th e  sta te  D e p a r tm e n t  o f  In su ra n ce  is a p ­
p o in te d  by  the  g o v e rn o r  —  and  th e  last 
s e v e n  a p p o in tees  w ere  fo rm er in su ra n ce  
industry  e x e cu tiv e s .

A  co m p e tin g , a nd  m a n y  say m o re  pa l­
atable, co n s u m e r  in it ia tiv e , sp o nso red  by 
a g roup  ca lled  In su ra n ce  C o n s u m e r  A c -

Petcr A s m tu  is a  Sacramento-based uniter 
uho socializes in campaien fimnce issues. 
Research fur this article was supported in [kin 
by the Project for Investigative Reporting on 
M on ey  in Politics.
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T h e  G r e a t  In itia tive s  W a r  has b een  
ch a ra cte r ize d  fron t th e  b e g in n in g  hy m n - 
c o r a iu l  hardha ll tac tics , L i r l y  o n , th e  in ­
su ra n ce  co m p a n ie s  w in k e d  o u t  a c o n tra c t  
w ith  a m a jo r s ig na tu re -g a th erin g  lin n , 
barring it fro m  aidm r: any  o th e r  in su ran ce  
in it ia tiv e  d rive . (P ro fe ss io n a l signature  
K a the rine  is a n e ce ss ity  in  C a l i fo r n ia  be- 
cnuse  3 7 2 ,178 signatures are n e e d e d  r<> get 
a m easure  o n  th e  b a llo t . ) T h e  trial lawyers 
resp ond ed  in  k in d , g e tt in g  a n o th e r  m a jo r  
firm  to  agree ro  th e  sam e th in g . U l t im a te ­
ly, w h e n  th e  trial law yers d e c id e d  n o t to  
pursue th e ir  o w n  in it ia tiv e , th e  firm  was 
released fro m  th e  c o n tra c t .

T e n s io n  has also e n ip te d  a m o n g  th e  
co n s u m e r  groups. B e ca u se  ir c a n  co s t  s e v ­
eral m il l io n  do lla rs to  la u n ch  a su ccessfu l 
in it ia tiv e  d i iv e  in  C a lifo rn ia , th e y  h a v e  
lx.-en fo r ce d  to  c o m p e te  for d o lla rs —  as 
w ell as ffe e  m ed ia  co ve ra g e . S o m e  o f  th e  
te n s io n  is s im p ly  part o f  d o in g  p o litica l 
ba ttle, h u t it has b e e n  co s t ly  in  te rm s o f  
m ora le .

Sacramento For Sale
I f  th e  G r e a t  In itia tive s  W a r  had  a 

th e m e  song , it w o u ld  be th e  sam e o n e  
p layed in  th e  s ta te  assem bly: “M o n e y  C a n

•' "'j

Vcib«*1

\ f  T . :
m ^ ;!/ •*“••• ;//.ns

(  \  v®4" I

B u y  You L i v e . ”
I h e  in su ra n ce  lo b b y  is o n e  o f th e  b ig ­

gest and  best h e e le d  in  S a c ra m e n to .  T h e  
A s s o c ia t io n  o f  I California In su ra n ce  C o m ­
pan ies sp en t $ 91 7 ,0 00  o n  lo b b y in g  in 
1987, a c co rd in g  to  th e  Pair P o lit ica l P ra c­
t ice s  (C o m m iss io n , a state g o v e rn m e n t 
ag en cy . B e ca use  th e re  h ave  b e e n  n o  laws 
in  C a lifo rn ia  re s tr ic tin g  w h o  m ay  c o n t r ib ­
u te  to  a ca m p a ig n  o r  h o w  m u c h ,  th e  in su r­
a n ce  industry  a lso  has b e e n  ab le  to  g iv e  
g enerously  to  e le c t io n  ca m p a ig n s . D u r in g  
1987 the  A s s o c ia t io n  o f  C a l i fo r n ia  In su r­
a n ce  C o m p a n ie s ’ P o lit ica l A c t i o n  (  Com­
m itte e  ( P A C )  a lo n e  p u m p e d  $ 41 7 ,2 50  
in to  legislators’ re e le c t io n  efforts, th e  larg­
est a m o un t c o n tr ib u te d  d u r in g  a n o n - e le c ­
t io n  year hy a s ing le  industry . In su ra n ce  
agents gave an  a d d itio n a l $ 1 5 4 ,0 15  in 
1987 th ro u g h  th e ir  o w n  P A C .

S u c h  g en e ro s ity  buys a cce ss  a n d  sym p a ­
th y  for th e  in d ustry  a m o n g  sta te  legisla­
tors. " W ith  these  co n tr ib u t io n s ," o b s e rv e s  
M arry S n y d e r , W e s t  C o a s t  d ir e c to r  o f  
(Con sum ers  U n io n ,  ‘‘sp e cia l in te re s t lo b ­
byists are b u y in g  a n  in su ra n ce  p o licy  
against leg isla tive  a c t io n ,  a n d  it is th e  
co a su m e rs  w h o  are pay ing  th e  p rem iu m s."  
Ind eed , d esp ite  efforts to  p u t in su ra n ce  re­
form  o n  th e  leg isla tive  fro n t h u m o r  fo r th e  
last th re e  years, it h a sn ’t g o n e  a n y w h ere . 

" T l ie  in su ra n ce  co m p a n ie s  are th e  
sing le m o s t p ow erfu l lo b b y  in  th e  
state o f  C a lifo rn ia ,"  d e cla res  
L lo y d  C o n n e l ly ,  D e m o c r a t i c  as­
sem b lym a n  fro m  S a c r a m e n to  a nd  
a key spokesperson  fo r th e  I C A N  
m easure. C o n n e l ly  p o in ts  to  re ­

fo rm  leg isla tion  h e  in tro d u ce d  
last session . T h e  b ill a t tra c t­

ed  su p p o rt fro m  c o n s u m ­
ers, labor a n io n s , se­

n io r  c it iz e n s , th e  
sta te  a tto rn e y  g e n ­

eral a n d  n ew sp ap er 
ed ito ria l w rite rs  a ro u n d  

th e  sta te , b u t  in  th e  e n d , 
C o n n e l l y  says, it was 

“cru sh e d ."

-v (-■ - _r '* L. 'n s S A  ̂»\I) (th

Willie’s Wares 
W h e n  spe cia l in terests  like th e  in su r­

a n ce  in d ustry  w a n t t o  ge t s o m e th in g  d o n e  
o t u n -d o n e  —  in  th e  legisla ture, th e y  

o f te n  g o  to  A sse m b ly  S p e a k e r  W i l l ie  
B lo w n , w hose  a b ility  (o  transfo rm  p u b lic  
p o l icy  issues in to  fund ra ising  o p p o r tu n i­
ties for th e  D e m o c r a t i c  Party  is legendary.

B io w n  re ce iv e d  a p p rox im a te ly  $ 65 ,00 0  
in  ca m p a ig n  co n tr ib u t io n s  from  in su ra n ce  
in d ustry  g roups d u rin g  th e  last h a lf  o f  
1987, w h e n  th e  legisla ture was d eb a tin g  
th e  in su ra n ce  issue co n t in u o u s ly . D u r in g  
1987 B lo w n  a lso  landed  $ 7 ,00 0  in p e rso n ­
al speak ing  fees from  in su ra n ce  groups. 
B a ck  in  M a r ch  1986 th e  A s s o c ia t io n  o f  
C a lifo rn ia  In su ra n ce  C o m p a n ie s  paid  
$ 4 ,796  for th e  speaker to  fly across th e  A t ­
la n tic  t o  sit d o w n  and  c h a t  w ith  e x e c u ­
tiv e s  o f  L lo y d 's  o f  L o n d o n ,  a m a jo r  in te r ­
n a tio n a l und e rw rite r, to  d iscuss  th e  so- 
ca lle d  in su ra n ce  crisis. M o re  re ce n tly , th e  
p res id en t o f  th e  A s s o c ia t io n  o f  C a lifo rn ia  
In su ra n ce  C o m p a n ie s  s e n t  B ro w n  $200 
w o r th  o f  m e n ’s sh irts.

T h e  in su ra n ce  issue has posed  a d ile m ­
m a for B ro w n , h o w e v e r , b e ca u se  it in ­
v o lv e s  th e  p o lit ica l in terest g roup  clo se s t 
to  h is  h ea rt —  tria l lawyers. B ro w n  is a 
trial law yer h im se lf  a nd  opera tes a p riva te  
p ra c t ice  in  S a n  F ra n c is co .

T r ia l  lawyers are th e  in su ra n ce  in d u s­
try's b iggest p o lit ica l e n e m y . In  C a lifo rn ia  
th e  in su ra n ce  in d ustry  m a in ta in s  it has 
b een  fo r ce d  to  raise rates to  c o v e r  litiga ­
t io n  a n d  liab ility  co s ts  th a t  it says are 
h ig h e r  in  C a lifo rn ia  th a n  e lsew here.

A s  th e  in su ra n ce  in d ustry ’s e c o n o m ic  
scapegoa t, th e  tria l law yers h a v e  lea rned  
to  fig h t b a ck . In  1987 th e  C a lifo rn ia  T r ia l  
La w yers  A s s o c ia t io n  sp e n t $ 84 9 ,0 00  lo b ­
b y in g  in  S a cra m e n to . T h a t  year th e  g roup  
also d ro p p e d  $ 2 8 4 ,1 50  in to  legisla tors’ 
e le c t io n  races, c o m in g  in  s e c o n d  p la ce  b e ­
h in d  th e  insurers. T h e  lawyers' a sso cia ­
tio n , to g e th e r  w ith  in d iv id u a l a tto rneys, 
gave  o v e r  $ 80 ,00 0  to  W i l l ie  B ro w n 's  c a m ­
pa ign  w ar ch e s t  in  th e  last six m o n th s  o f  
1987 a lo n e , p lus $ 7 ,000  in  h o n o ra r ia  —  
and  $225 in  N a p a  V a lle y  ca b e rn e t  w ine .

D u r in g  th e  w a n in g  days o f  last year's 
leg isla tive  session , B ro w n  was u n d e r  
h e a v y  pressure fro m  b o th  groups, a n d  to  
a c co m m o d a te  K i t h  h e  h e lp e d  seal a deal 
th a t has b e e n  ch r is te n e d  th e  " cro w n in g  
a ch ie v e m e n t"  o f  th e  leg isla tive  session  by 
supporters —  a n d  a se ll-o u t by cr it ics .

T l i e  o rig in s  o f  th is  dea l g o  b a ck  tw o  
years, w h e n  insurers a n d  trial lawyers 
w e n t  h e a d -to -h e a d  o v e r  P ro p o s itio n  51, 
th e  so -ca lled  D e e p  P o ck e ts  in it ia tiv e  th e n



o n  th e  ba llot. 'H ie  m easure , w h ic h  lim its  
th e  a m o u n t co u r ts  c a n  aw ard  p la in t ilfo (or 
p .un  a nd  suffering, to o k  o f f  b e ca u se  m a n y  
M .ters h o p e d  re s tr ic t io n s  o n  law yers' fees 
w ou ld  h e lp  re d u ce  e s ca la tin g  in su ra n ce  
rates. W is h fu l t h in k in g  as th in g s  tu rn e d  
ait. bu t th e  m easure  passed o v e rw h e lm *  

im jy .
In  th e  fina l h o u rs  o f  last year's session, 

(o p e r a te  legislators tr ied  to  s tave  o l f  a 
" S o n  o f  51" in it ia t iv e  th a t  w o u ld  h a ve  
p la ced  va rious n e w  ca p s  o n  legal dam ages 
and  a tto rneys ' c o n t in g e n c y  fees hy cu t t in g  
a deal w ith  lobbyists rep re sen tin g  all th e  
■ irious ve sted  in terests , in c lu d in g  th e  in - 
u ra n c c  industry , law yers, m a n u fa ctu re rs  
nd  d o cto rs . (D o c t o r s  like  th e  n o t io n  o f  
>rt re form , rea son in g  th a t  i f  law yers' fees 

cere  restr icted  th e re  w o u ld  be  few er m al- 
'ra c t ic e  su its a nd  co a s e q u e n t ly  low er m a l- 
ra c t ice  in su ra n ce  co s ts . )  M e e t in g  p r i­
ncely at a lo ca l C h in e s e  restau ran t ca lle d  
rank  Fat's, w ith  B r o w n  ta k in g  th e  ro le  o f  

a cilita to r, they  h a m m e re d  o u t  c o m p r o ­
mise leg isla tion . T h e n  th e y  a ll s igned  a 

"non-aggress ion  p a ct"  s k e tch e d  o u t  o n  a 
nap k in , agreeing  to  take  n o  fu r th e r  a c t io n  
an  a lon g  list o f  issues, in c lu d in g  in su r­
a n ce , for th e  n e x t  f iv e  years.

T h e  co m p r o m is e  b ill, w h i c h  m ak es it 
hard er a nd  less lu cra t iv e  to  file  c i v i l  su its, 

i was rap id ly  steered  th ro u g h  th e  legisla ture 
j th e  n e x t  day. G o v .  G e o r g e  D e u k m e jia n ,
! h im s e lf  th e  r e c ip ie n t  o f  $ 1 8 3 ,3 4 0  in  in sur- 
| a n ce  in d ustry  d o n a t io n s  b e tw e e n  Ju ly  

1984 a nd  Ju ly  1986, s ig ned  it  in to  law.
B y ro n  S h e r , a n  a ssem b ly m a n  w h o  has 

ta u g h t p ro d u c t  liab ility  law  a t S ta n fo rd , 
co m p la in e d  th a t it w as “ in su ltin g "  to  leg ­
islators to  sa cr if ice  th e  n o rm a l leg isla tive  
p ro cess for th e  sake o f  e x p e d ie n cy .

S o m e  legislators ra tion a lized  su p p o rt fo r  
th e  m easure  as a w ay  to  a v o id  a co s tly  in i ­
t ia tiv e  slug fest fu n d e d  b y  sp e cia l in terests. 
A t  th e  sam e tim e , as a p o s t-m o r te m  in  
The Washington Monthly w ise ly  n o te d , th is  
step  e n su red  th a t p le n ty  o f  sp e cia l in te rest 
m o n e y  w o u ld  s till be  a va ila b le  to  legisla­
tors a t r e e le c t io n  tim e .

L e f t  in  th e  lu r ch  was A s s e m b ly m a n  
C o n n e l ly 's  c o n s u m e r  b ill, w h i c h  w o u ld  
h a ve  req u ired  reg u la tio n  o f  in su ra n ce  
rates. T h e  last re co rd e d  v o te  o n  h is  b ill, 
o n  A u g u s t  26 , sh o w e d  th a t th o se  o n  th e  
W ays a nd  M e a n s  C o m m i t t e e  w h o  v o te d  
n o  o r  w ere  p resen t b u t  n o t  v o t in g  h ad  re ­
ce iv e d  o n  average $ 1 3 ,5 5 0  fro m  th e  C a l i ­
fornia in su ra n ce  a sso c ia tio n  a n d  th e  in su r­
a n ce  a gen ts’ P A C s ,  w h ile  th e  ayes re­
ce iv e d  o n  average $ 2 ,0 05 . T w o  days a fter 
the  v o te  A s s e m b ly m a n  G e r a ld  Ea ves  ( D -

R ia lto ),  a c r i t i c a l  D e m o c r a t i c  "no"  vo te  
o n  th e  p a n e l, r e c e iv e d  tw o  d ir e c t  ch e ck s  
to ta lin g  $ 5 ,0 0 0  from  th e  tw o  m a jo r  c o n ­
trib u to rs  to  th e  in su ra n ce  co m p a n ie s ' 
P A C  —  G r e a t  A m e r i c a n  In s u ra n ce  C o .  
a nd  F r e m o n t  C o m p e n s a t io n  In su ra n ce  
C o .

A  w e e k  b e fo re  th e  v o te  th e  C a lifo rn ia  
in su ra n ce  a sso c ia tio n  m a ile d  a $ 15 ,000  
c h e c k  to  W i l l ie  B ro w n , w h o  co n su m e rs  
had  h o p e d  w o ’.’d  th ro w  h is  w e ig h t b eh in d

th e  b ill. T h e  d ay  a fte r th e  v o te  h e  g o t a n ­
o th e r  $ 7 ,0 0 0  fro m  th e  in su ra n ce  agents' 
P A C .

A n o t h e r  in su ra n ce  re fo rm  b ill, s p o n ­
sored  by A s s e m b ly w o m a n  M a x in e  W a ters  
( D - L o s  A n g e le s ) ,  w o u ld  h a v e  e lim in a te d  
th e  industry 's sta te  a n titru s t e x e m p tio n . It 
to o  ca m e  u p  fo r a v o te  a n d  o n c e  again 
ca m p a ig n  co n tr ib u t io n s  are a g o o d  ca li­
b ra to r o f  th e  results. T h o s e  v o t in g  th u m b s  
d o w n  o n  w h e th e r  to  re co n s id e r  th e  b ill in  
Janua ry  o f  th is  yea r r e ce iv e d  a n  average 
$ 11 ,154  fro m  in su ra n ce  P A C s  —  three 
tim es m o re  th a n  th e  average r e ce iv e d  by 
tho se  v o t in g  in  fa vo r  o f  it. W a te rs , in  fa ct, 
was th e  o n ly  o n e  o n  tlie  W a y s  a n d  M ea n s  
C o m m i t t e e  w h o  d id n 't  r e c e iv e  a sing le 
c o n t r ib u t io n  fro m  e ith e r  o f  th e  tw o  in su r­
a n c e  P A C s .  " It so u n d s  tr ite  t o  say it, bu t 
th e  in su ra n ce  in d ustry  a n d  th e ir  repre­
sen ta tive s  are ju st x> p ow erfu l h e re ,"  W a ­
ters to ld  a rep o rte r  fo r The Sacramento Bee. 
“ It is th e  m o s t  am azing  th in g  I've  seen, 
a n d  I ’ve  b e e n  h e re  10 years.”

Only In  California
A s  in  past leg isla tive  ba ttles, m o n e y  is a 

key  in g re d ie n t in  th e  va rious ca m p a ig n s  to 
re fo rm  th e  sy s tem  b y  ba llot. A l l  to ld  the

va rious in ieres ts  u i c  e x p e c te d  to  sp end  
ten s  o f  m illio n s  o f  do lla rs b e fo re  N o v e m ­
ber 7, m u c h  o f  it o n  n eg a tive  T V  a n d  ra­
d io  spots.

O n e  n o t u n lik e ly  s ce n a r io  is v o te r  a p ­
p rova l o f  severa l in su ra n ce -re la ted  in it ia ­
tives. S o m e  fou r o r  fiv e  are e x p e c te d  to  
m ake it o n  th e  b a llo t, in c lu d in g  n v o  in su r­
a n ce  in d ustry -sup p o rted  m easures im p o s ­
ing  lim its  o n  a tto rne ys ' c o n t in g e n c y  fees. 
I f  a ll th e  in it ia tiv e s  pass, th e  C a l i fo r n ia

S u p re m e  C o u r t  w ill  h a v e  to  s ift th ro u g h  
th e  co n tra d ic to ry  a nd  o v e r la p p in g  p ro p o s ­
als a n d  d e c la re  w h i c h  se c t io n s  are va lid .

A s  M ic h a e l S tru m w a sser, a la w yer w ith  
th e  sta te  a tto rn e y  genera l's o ffice , p o in ts  
o u t, th e  o n ly  rea l s o lu t io n  to  th e  in su r­
a n ce  m ess is ca m p a ig n  f in a n ce  refo rm , 
w h ic h  w o u ld  h e lp  p u t a n  e n d  to  th e  d is ­
p ro p o rtio n a te  in f lu e n ce  o f  sp e cia l in te r ­
ests in  S a c ra m e n to  a n d  perhaps s t im u la te  
th e  legisla ture to  d eb a te  a n d  re so lve  c o m ­
p le x  issues s u ch  as in su ran ce .

A p p a re n t ly  vo te rs  agree. In  separa te  
in it ia tiv e  ca m p a ig n s  th a t  e n d e d  J u n e  7, 
C a lifo rn ia n s  en d o rse d  tw o  c o m p e t in g  
ca m p a ig n  re fo rm  m easures. P ro p o s itio n  
73, w h i c h  lim its  co n tr ib u t io n s  b u t  bans 
p u b lic  f in a n c in g  o f  ca m p a ig ns , r e ce iv e d  
m o re  vo te s  and  th e re fo re  app a ren tly  n u ll i­
fied  th e  m o re  fa r-re a ch in g  ru n n e r-u p , 
P ro p o s itio n  68, a p rop osed  co m b in a t io n  
o f  c o n tr ib u t io n  lim its , sp e n d in g  lim its  and  
p u b lic  fu n d in g  (s e e  page 4 5 ).

Proposition  73 in itia lly was b a ck ed  by 
som e o f  the  state's biggest ca m pa ign  co n -  
tributors. T h e n  a ca m pa ign  co m m itte e  was 
form ed  to  defeat b o th  cam pa ign  reforms. Ir 
re ce ived  $242,500 in co n tr ib u tio n s  and  
loans from  in su ra n ce  in d ustry  d o n o rs . ♦

7  IJ  h e n  C a l i f o r n ia n s  w e n t  t o  th e

p o l l s  i n  J u n e ,  t h e y  w e r e  a s k e d  to  v o t e  o n  tw o  

m e a s u r e s  t h a t  w o u l d  l i m i t  c a m p a ig n  c o n t r ib u t io n s  

to  s ta t e  la w m a k e r s .  G u e s s  w h o  g a v e  h e a v i l y  

to  d e fe a t b o th?
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O f f i c i a l  o f f  E

: ASSOCIATED PH£B8 -
A N C H O R A G E  -  A  judge says

Alaska In su rance ' Director Paul 
Roller w illfu lly  disobeyed her or­
ders to try, to salyage an insolvent 

iin$uranc&c0mpaii% ,
• Superio r ,’Cvurt 'Judge* Karen 

•H tj.t  , removed, R o lle r , as jrepeiver 
o f Pacific  M arine Co. o f Alaska be­
cause he failed to cooperate with 
W a sh in g to n s ta te  officials who 
hope to save the Alaska firm  and 
Pacific M arine o f Washington.

Ro ller “ appeared to have 
thrown up a paper barrier asking 
for busy-work type responses” 
from Washington state employees, 
Hunt said., , ‘

Ro ller said Tuesday he acted on 
the advice o f his lawyer.

Pacific Marine in both states 
wrote piarine liability and work­
ers ' compensation policies. Both 
are under the management o f state 
regulators, and there are 1,428 
claims pending against them.

The Alaska company, w ith $11 
m illion in cash, is in better finan­
cial shape than the Washington 
company. A s  the state-appointed 
receiver, Roller sought to liquidate 
the A laska company to pay off the 
claims. * *. , w  , . , .r . ,, *\ir. *

Washington officials hope to sell 
both companies as a package.

On Jan. 10, Hunt told Roller to 
work w ith his Washington counter­
parts to try  to arrange a joint sale 
o f the companies. She said liquida­
tion would create chaos for policy 
lolders, and put a severe strain on 
the state fund set aside to guaran­
tee workers ' compensation claims 
get paid. ,
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A v e r a g e  A u t o m o b i l e  I n s u r a n c e  P r e m i u m s  b y  S t a t e

P T 1
Il rnobil

he insurance prem ium for the 

average private passenger auto­

m obile in the Un ited  States increased 

$44.28 to $486.50 in 1987. In  M assa­

chusetts, the state w ith  the highest 

\ average auto premiums, the increase 

\was $100.17, to a total o f  $655.72, 

V h ile  in Iow a, the state w ith the lowest 

average auto insurance prem iums in 

p.987, prem iums paid there increased 

n ly 5% to $255.61 per registered 

Automobile.

The  f iv e  states w ith the highest 

average auto premiums in 1987 were 

Massachusetts ($655.72), N e w  Jersey 

($634.84), C a lifo rn ia  ($623.44), 

A r iz o n a  ($601.96) and N e va d a  

($600.04).

•One year earlier, in 1986, N e w  

i Jersey topped the list, Alaska was 

• number tw o  and California ranked 

j third. In 1986 there were 10 states with 

j average premiums above the $500.00 

j level. In 1987, there were 19 states 

j plus the D istrict o f  Colum bia above 

/  that level, and the top five  o f  those had 

average prem iums o f  more than 

$600.00.

Tw en ty  states and the D istrict o f  

Columbia had average premiums above 

the national average o f  $486.50, and 30 

v  stetes were below the national average.

From  1986 to 1987, the growth o f 

average auto premiums increased by 

more than the national average (10.0 %) 

in 26 states. Am ong these, the fo llow ­

ing seven reported increases o f  more 

than 15% : W a sh in g to n , D .C .  

(25.2%), Massachusetts (18.0%), 

M aryland (17.9%), Indiana (17.3%), 

H a w a ii (1 6 .9 % ), South D ako ta  

(15.4%) and Rhode Island (15.2%). 

Idaho and Oklahoma experienced in­

creases o f  less than 1%, wh ile  three 

states— W yo m in g , C o lo rado  and 

A laska— reported small declines.

N e t premiums written by the U .S . 

property/casualty industry for private 

passenger auto insurance in 1987 

totaled $64.3 billion, a 11.7% increase 

over 1986. T h e  industry experienced 

a $4.3 billion underwriting loss on this 

business, which was not overcome by 

$4.0 b illion o f  related investment 

income.

In 1988, according to our prelim ­

inary estimates, the property/casualty 

industry wrote almost $70 billion in 

private passenger auto premiums and 

had an underwriting loss o f $4.7 

billion . Estimated investment income 

o f  $4.5 billion fell short again, leav-

, (continued o n  back)

A b o u t  This Information

This a n n u a l  A. M .  Best C o m p a n y  

report on average private passenger 

auto insurance p r e m i u m s  b y  state has 

been e x panded to provide m o r e  infor­

mation, Five years o f  rankings n o w  are 

shown, as well as the n u m b e r  o f  in­

surers writing in each state.

Although this report is being re­

leased nearly a  m o n t h  earlier than last 

year's study, the basic approach re­

main s  unchanged. W e  divide private 

passenger auto direct p r e m i u m s  writ­

ten for each state b y  the n u m b e r  o f  

each state's registered vehicles, as 

reported b y  the Federal H i g h w a y  A d ­

ministration. P r e m i u m s  for 1 9 8 7 have 

been available since M a y  f r o m  Best’s 

Executive  Data Service, but auto reg­

istration tallies are not available until 

December.  ________

Results o f  this study can be 

distorted b y  several factors. The 

Federal H i g h w a y  Administration's 

figures include government-owned a n d  

commercial passenger vehicles (out 

not trucks, buses a n d  motorcycles).

Also skewing the averages is the 

u n k n o w n  n u m b e r  o f  registered, but not 

(continued)
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A v e r a g e  A u t o m o b i l e  I n s u r a n c e  P r e m i u m s  b y  S t a t e  

Ranked by 1987 Premiums per Passenger Vehicle

1M7
Bank State

1M7 
Avantgo 

Premium (1)
18M
Rank

1C
Avar.
Premium

m s
Rank

m s
Aveng*
>ramlum

1844
Rank

1944
Avaraga
Premium

1043
Rank

1943
Avaraga
Premium

1 Massachusetts $655.72 4 $555.55 3 $521.40 2 $488.00 3 $41658
2 Now Jersey 634 84 1 603.55 2 580.12 1 565.77 1 521.21
3 California 623.44 3 568.20 4 503.65 6 423.49 8 373.83
4 Arizona 601.96 5 553 84 7 471.38 5 423.65 12 354 35

* 5  Nevada 600.04 6 549.49 5 498.75 7 418.99 5 387.92

6 Ms
71
8 Now York 
Washington, D.C.

B Marytrnd 597.08

583.61
579.82

10,__ 506.34 11 423.53.^  r 002/45 _ VMMJA/tW *!'
7 ' 522.06 6 485.07
15 463.13 19 385.27

3
20

374.20 , 
447.34*- 
453.26 
339.10

386.t t
2' 421.70
21 301.96

10 Pennsylvania 568.97 9 51209 8 465.03 8 418.78 6 384.81

• 11 Rhode Island 549.00 ~ 12 478.60 15 405.93 17 350.29 17 325.12
12 Delaware ._ _ 538.96 13 469.15 14 408.04 16 350.70 18 323,29
13 Hawaii 530.13 17 453.60 12 417.59 19 349.57 9 360.90
14 Louisiana 529.60 8 515.39 9 443.24 10 401.86 7 383.72
15 Connecticut 519.93 14 466.09 13 412.52 12 373.01 14 . 336.05

16 South Carolina 514.93 20 449.74 17 398.86 14 365.38 15 334.93
17 Michigan 509.28 11 481.07 18 404.63 15 359.04 16 328.24

• 18 New Hampshire 508.85 18 453.10 37 312.34 32 304.55 29 291.00
19 Wast Virginia 506.81 16 454.65 10 426.56 9 404.97 11 356.41
20 Georgia 501.14 19 450.23 22 372.06 30 305.48 30 287.18
• 21 Arkansas 494.29 22 433.75 18 392.27 13 349.73 23 294.87

National Average 444.60 442.22 390.04 ' 351.46 322.20

22 Texas 474.33 23 426.09 20 383.76 13 372.48 13 343.32
23 Missouri 460.88 26 403.49 26 354.36 28 309.81 27 291.11
24 Minnesota 453.48 25 416.98 34 318.29 23 326.69 25 292.30
•25 Illinois 439.48 24 418.51 25 356.00 27 312.69 19 307.75
•26 Virginia 436.20 31 381.82 32 325.15 38 281.17 33 268.85

27 Oregon 435.09 28 396.36 28 349.68 29 306.65 20 302.22
28 Colorado 434.97 21 444.11 21 379.16 22 329.91 22 301.38
29 Florida 433.91 30 390.50 29 344.98 31 304.58 26 291.55
30 Utah 431.01 27 396.78 31 329.96 36 284.22 34 265.58

•31 Washington 430.20 29 393.86 27 351.53 25 315.99 24 293.52

32 Indiana 423.13 39 360.89 42 298.08 42 268.56 35 259.19
33 New Mexico 415.57 32 378.17 23 368.43 24 325.97 42 246.97
34 Kentucky 409.43 35 369.37 33 321.83 43 268.25 44 241.44
• 35 Wisconsin 409.29 34 372.76 39 308.85 40 279.96 43 245.93
36 North Carolina 408.42 38 362.36 35 315.75 35 285.78 46 239.36

•37 Vermont 405.36 37 363.97 38 310.66 33 291.12 36 258.85
38 Montana 405.22 33 372.96 24 360.36 26 314.46 40 248/41
39 Oklahoma 370.28 36 368.85 30 342.47 21 332.78 28 291.09
40 Kansas 369.14 41 345.19 36 312.50 34 286.14 31 281.70
• 41 Maine 364.59 43 332.83 43 296.71 37 283.48 37 258.68

42 Ohio 350.84 44 327.01 45 279.39 44 260.60 47 237.31
•43 Nebraska 348.27 45 323.98 44 288.02 41 269.25 38 257.63
44 Idaho 345.66 42 344.30 41 300.43 45 256.61 39 248.71
45 Wyoming 345.02 40 347.91 40 307.51 39 281.05 32 277.50
•46 Mississippi 331.16 47 297.25 47 271.02 46 250.53 45 240.34

•47 Tennessee 328.38 48 292.49 48 261.15 48 235.82 49 215.07
48 North Dakota 328.23 46 307.13 46 278.07 47 243.00 41 247.64

• 49 Alabama 306.73 49 278.46 49 260.63 50 224.10 51 200.24
50 South Dakota 295.08 50 255.77 50 231 24 51 213.47 50 208.66

• 51 Iowa 255.61 51 243.95 51 214.84 49 229.89 48 222.18

• IndcstM Mtoe which dk) not have compulsory «ulo insurance laws in 1987, according to the Insurance Inform«tion Insitula. 
Note Various fedora may ikew result*; see l»xJ lor explanation of how figure* m  caiculvad.

insured, vehicles. Several slates still d o  

not m a n d a t e  coverage, a n d  others have 

varying degrees o f  registered, but il­

legally operated uninsured cars. Also 

affecting the averages are different

states' requirements for m i n i m u m  

limits o f coverage.

It should Be noted that each year 

the A . M .  Best C o m p a n y  a n d  the 

Federal H i g h w a y  Administration both

adjust figures published in prior 

reports to ensure that the best currently 

available information is reported. 

These adjustments could cha n g e  rank­

ings reported in prior y e a r s’ reports.
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Growth of Average Auto Premiums 
Five Years, By State

SO/67 06/67 8 5/M 84/85 83/64 82/83 82/87 N u m b e r  o f  C o m p e n ie a
Grow th Grow th Grow th Orow th Grow l h Grow th Grow th W riting In  State
R a n k Stata Percent Percent Percent Percent Percent Percent 19 8 7 1 9 M Net C h a n g e
1 W ash. D  C . 25.20 20.21 13 .8 1 12 .30 14 .37 119 .6 2 166 17 8 - 1 2
2 Massachusetts 18.03 6.55 6.85 17  14 9.08 71.7 0 169 170 - 1
3 Maryland 17 .92 19 .5 5 1 3 .18 4.98 1 1 .9 2 07.48 263 282 1
4 Indiana 17 .25 2 1.0 7 10 .99 3 8 2 14.43 86.80 353 356 - 3
5 Hawaii 16 .87 8 .62 19.48 - 3 .1 4 - 1 .0 9 45.28 105 10 3 2
6 South Dakota 15 .37 10 .6 1 8.32 2 3 0 3.74 48.70 209 2 18 - 9
7 R h o d e  Island 15 .19 17 .4 1 15 .8 8 7.74 8.02 82.40 177 17 9 -2
8 South Carolina 14.50 12 .7 6 9 .16 9.09 9.39 6 8 .17 184 19 1 - 7
9 Delaware 14.45 14 .98 16 .35 8.48 9.06 8 1 .1 5 107 18 5 2

' 10 Virginia 14.24 17.43 15.64 4.58 6.00 7 1 .9 8 283 277 6

1 1 Missouri 14.22 13 .8 6 14 .38 6.42 10.45 74.87 324 328 - 4
12 Arkansas 13 .96 10 .58 12 .1 6 18 .6 8 12 .8 5 89.29 251 257 -6
13 North Carolina 12 .7 1 14 .76 10.49 19 .3 9 13 .5 9 93 .82 2 16 225 - 9
14 New Ham pshire 12 .3 1 45.07 2.56 4.65 11.02 94.14 164 17 0 -6
15 Tennessee 12 .27 12.00 10 .74 9.65 8.93 6 6 .3 1 3 18 3 1 2 4
16 New  York 1 1 .8 1 7.62 7.02 7.48 9 .59 5 1 .6 8 259 270 - 1 1
17 Connecticut 1 1 .5 5 12 .99 10 .5 9 11.00 9.89 70.02 2 16 226 - 10
18 West Virginia 11 .4 7 6.59 5.33 13 .6 3 3.40 47.03 19 8 19 9 - 1
19 Mississippi 1 1 .4 1 9.68 8 .18 4.24 1 1 ,2 6 53 .30 267 267 0
20 Vermont 1 1 .3 7 1 7 .1 6 6 .7 1 12 .48 -0 .9 7 55.08 170 1 8 1 - 1 1

21 Texas 1 1 .3 2 1 1 .0 3 3.03 8.49 10 .6 5 52 .87 403 405 -2
22 Georg ia 1 1 .3 1 21.01 2 1.8 0 6.37 1 1 .9 9 95.43 336 3 3 1 5
23 Florida 1 1 . 1 2 1 3 .19 13 .27 4.47 10 .4 1 64 .31 370 365 5
24 Pennsylvania 1 1 . 1 1 10 .12 1 1 .0 5 8.88 7.44 58.94 284 294 - 10
25 Kentucky 10 .8 5 14 .77 19 .9 7 1 1 . 1 1 6.72 00.97 283 2 6 6 - 3
26 A labam a 1 0 .1 5 6.84 16 .3 0 1 1 .9 2 5.05 60 .9 1 283 294 - 1 1
27 New  Mexico 9.89 2.64 13 .03 3 1 .9 9 7.45 80.eo 246 250 -4
28 W isconsin 9.80 20.69 10 .3 2 13 .84 7.09 78.23 3 1 1 3 10 1
29 Oregon 9.77 13 .3 5 14 .03 1.4 6 3.79 49.43 257 265 -8
30 California 9.72 12 .82 18 .9 3 13 .2 8 4.36 74.05 374 375 - 1

31 M aine 9.54 12 .18 4.67 9 .58 6.27 49.78 105 184 1
32 Minnesota 9.47 3 1 .0 1 - 2 .5 7 1 1 .7 7 2.35 59.54 284 287 - 3
33 W ashington 9.23 12 .04 11 .2 4 7 .65 3 .83 5 2 .17 274 265 6
34 N ev ada 9.20 1 0 .1 7 19 .04 8.01 0.90 56.08 207 2 16 - 9
35 Arizona 8.69 17 .49 1 1 .2 7 19 .5 6 17 .5 2 99 .63 299 297 2

36 M ontana 8.65 3 .50 14 .59 26.59 - 1 .5 4 60 .6 1 19 0 19 5 - 5
37 Utah 8.63 20.25 16 .0 9 7.02 5.81 7 1 .7 2 220 227 - 7
38 Nebraska 7.50 12 .4 8 6.97 4.51 4 .18 40.84 254 25 1 3
39 O h io 7.29 17 .0 5  ' 7 .21 9.82 4.08 55.05 346 343 3
40 Kansas 6.94 10 .4 8 9 .21 1 .5 7 5.95 38.83 276 284 -8

41 North Dakota 6 .87 10 .4 5 14.43 - 1 .8 7 2.66 36 .07 2 11 221 - 1 0
42 M ichigan 5.86 18 .8 9 12 .7 0 9.38 6.92 65.08 236 25 1 - 1 5
43 New  Jersey 5 .19 4,04 2.54 8.55 14 .3 3 39.25 2 13 228 - 1 5
44 Illinois 5.00 17 .5 6 13 .8 5 1 .6 1 5 .53 50 .70 384 380 4
45 iowa 4.78 13 .5 5 -6 .5 5 3.47 -3 .0 0 1 1 .5 9 290 298 -8

46 Louisiana 2.77 16 .2 8 10 .3 0 4.73 4 .1 1 43.70 3 19 320 - 1
47 Idaho 0.39 14 .60 17 .0  7 3 .18 7.55 49.47 2 11 222 - 1 1
48 Ok lahom a 0.39 7.70 2.91 14 .32 15 .7 3 47.22 286 28 1 5
49 W yom ing -0 .8 3 13 .14 9.42 1.2 8 5.00 30 .55 17 6 17 3 3
50 Colorado -2 .0 6 1 7 .1 3 14 .93 9.47 5 .0 1 5 1 .5 6 303 302 1

- 2 .2 5 1 . 1 8 3 3 .1 1 12 .93 1 1  fl7 . . . . fifi 31 . . .  124 ' 12 8 ^
N ationa l. A v araga 10.01 13 .3 8  ~ T H 5 8 9.00 7.99 63.06 1,120 1 ,0 9 7

Ncxa: Variotu fscion may skew raaufts; so* lari lor oxpfanation of how figufM a/a calculalad.
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f

ing another operating loss.
Newly included in this annual 

report on auto insurance is the number 
of insurance companies writing in each 
state. During 1987, a net of 15 com­
panies ceased writing private passen­
ger automobile insurance in each of 
New Jersey and Michigan; 12 compa­
nies left Washington, D.C. and 11 
pulled out of New York, Vermont, 
Alabama and Idaho. In all, the District 
of Columbia and 32 states had a net 
loss of insurers writing auto business 
and 17 states had a net gain of new in­
surers. Mississippi bad no net change.

In 1987 there were 1,120 individ­
ual insurance companies writing pri-
vate^passeuger.jyito insurance in the -
United States, although a number of 
these were subsidiaries of groups. The 
number of groups writing private pas­
senger auto insurance totaled 544.

For consumers in several states, 
private passenger automobile insur­
ance premiums reached a crisis level 
in 1987. Rates had been increasing for 
years, but the high price of insurance 
moved Californians to action as drivers 
displayed their outrage and anger to­
ward insurance companies, state and 
federal legislators and even each other 
as they sought to change the system in 
1988. (Ironically, California’s average 
premium growth was lower than the 
national average in 1987, albeit up 
74% over five years.)

The insurance industry’s own 
frustrations, however, were never 
more evident than in the recent 
California elections, when overJialfL. 
the state’s voters approved Proposition 
103. The insurance industry spent 
more than S50 million to influence 
voters, yet failed to justify premium

rates which are increasing faster than 
the overall cost of living.

Consumer groups have promised 
to export the Proposition 103 move­
ment to other states where consumer 
unrest over auto insurance rates could 
make voters receptive to supporting 
limitations on the price of insurance.

Insurers are taking this seriously, 
especially in states like California 
where rates in metropolitan areas are 
sharply higher than in outlying dis­
tricts.

As some insurers leave the Cali­
fornia auto market, the aspect of driv­
ing away insurers could become a 
more serious concern for voters and 
legislators to consider. But for many 
people and many insurers in a number 
of states, the price of auto insurance 
has become a major public issue that 
just will not go away. □

Copyright ? 1989 by A.M. Best Company. Inc.. All rights reserved. Printed in the U.S.A



C o n s u m e r s  R e b e l  a s  A u t o  

I n s u r a n c e  R a t e s  S o a r

Consumers in many parts of the country are irate 
over ever-increasing automobile insurance rates. In 
California, voters can choose among a number of 
initiatives that promise to reduce the rates.

B y  J u l i e  L a y s

A
b o u t  th e  o n ly  th in g  C a l i f o r n i ­
a n s  fe a r  m o r e  th a n  th e  b ig  
e a r th q u a k e  is th e ir  b ig  a u to  
in s u r a n c e  p r e m iu m .

E v e r y  t im e  V a il  K o b b e  o f  L o s  
A n g e le s  g e ts  h e r  a u to  in s u r a n ce  p r e m i­
u m  n o t i c e  in  th e  m a il h e r  s to m a ch  d o e s  
f lip  f lo p s . " I'm  a fra id  to  o p e n  th e  e n v e ­
lo p e  b e ca u s e  o f  th e  n u m b e r s  th a t w ill  
b e  o n  it."  H e r  9 - y e a r -o ld  H o n d a  
A c c o r d  L X  h a s  n e v e r  b e e n  in  a n  a c c i ­
d e n t  a n d  sh e 's  n e v e r  g o t t e n  a t i c k e t .  
Y e t  h e r  p r e m iu m  f o r  a y e a r  is 
$ 1 ,70 6 .2 0 . In  1984 it w a s  $636. " W h e n  
I t o ld  m y  f r ie n d s  in  M in n e s o ta  a b o u t  
th e  ra tes  h e re , th e y  c o u ld n 't  b e lie v e  it,"  
sh e  sa y s .

R is in g  a u to - in s u r a n c e  p r e m iu m s  a re  
m a k in g  it d i f f i c u l t  f o r  m a n y  d r iv e r s  to  
a f fo r d  c o v e r a g e ,  a n d  in  s o m e  p la ce s  
e v e n  to  g e t c o v e r a g e .  T h r e e  in s u r a n c e  
c o m p a n ie s  h a v e  p u l le d  o u t  o f  M a s ­
s a ch u s e t ts ,  c l a im in g  b u s in e s s  th e re  is 
n o t  p ro f i ta b le , a n d  o th e r s  a re  th r e a te n ­
in g  th e  s a m e  in  N e w  J e r s e y  a n d  P e n n ­
s y lv a n ia .  A n d  th e  p o l i t i c a l  h e a t  is o n  
to  d o  s o m e th in g  a b o u t  it.

A v e r a g e  a u t o m o b i l e  i n s u r a n c e  
ch a r g e s  n a t i  r n w id e  h a v e  r is e n  fa s te r  
th a n  th e  o v e r a l l  in f la t io n  ra te  f o r  s ix  
y e a r s  in  a r o w .  T h e  a u to - in s u r a n c e  
c o m p o n e n t  o f  th e  C o n s u m e r  P r i c e  
In d e x  c l im b e d  8 .3  p e r c e n t  Iasi y e a r , 
m o r e  th a n  t w i c e  th e  3 .7  p e r c e n t

Julie Lays is an assistant editor of Stale 
Legislatures.

in cre a se  in  th e  o v e ra ll  in d e x . T h e  a v e r ­
a g e  p r e m iu m  ro s e  f r o m  $ 2 9 8  in  1982 
to  $ 477  la st y e a r .

P e r h a p s  n o w h e r e  is  p u b l i c  o u t c r y  
s t r o n g e r  th a n  in  C a l i f o r n ia  w h e r e  
p r e m iu m s  h a v e  ju m p e d  4 0  p e r c e n t  in  
th e  p a s t  2 .5  y e a r s  a n d  c a n  t o p  $ 2 ,5 0 0  
in  c e n t r a l  L o s  A n g e le s .  V e te r in a r ia n  
M a r y  H ia t t  d is c o v e r e d  th e  C a l i f o r n ia  
d i f f e r e n c e  w h e n  sh e  a r r iv e d  f r o m  
T e x a s  f o r  h e r  f ir s t  jo b  in  L o s  A n g e le s .  
H e r  6 - m o n th  p r e m iu m  r o s e  f r o m  $174 
in  T e x a s  t o  $ 51 7 .6 6  in  C a l i f o r n ia .  "I 
k n e w  th e  in s u r a n c e  o n  m y  8 - y e a r -o ld  
t r u c k  w o u l d  g o  u p  o u t  h e re , b u t  I 
c o u ld n ' t  b e l ie v e  it w h e n  I g o t  m y  f ir s t  
b ill. W i t h  th e  s a m e  c o v e r a g e ,  it  c o s t  
$50  m o r e  f o r  s ix  weeks th a n  it  d id  f o r  
s ix  m o n t h s  in  A u s t in . "

T h e  c o s t  o f  a u t o m o b i l e  in s u r a n c e  
h a s  b e c o m e  u n a f fo r d a b le  f o r  m a n y  
C a l i f o r n ia n s ,  s a y s  S e n a to r  A la n  R o b ­
b in s , c h a i r  o f  th e  C a l i f o r n ia  S e n a te  
In s u r a n c e  C la im s  a n d  C o r p o r a t i o n s  
C o m m i t t e e .  A s  a re s u lt ,  a p p r o x im a te ­
ly  5  m i l l i o n  d r iv e r s  in  C a l i f o r n ia  m a y  
b e  d r iv in g  w i t h o u t  th e  in s u r a n c e  m a n ­
d a te d  b y  s ta te  la w .

A c c o r d i n g  to  S h e ld o n  D a v i d o w ,  
c h ie f  c o n s u l t a n t  t o  th e  C a l i f o r n ia  
S e n a te  I n s u r a n c e  C o m m i t t e e ,  th e  
C a l i f o r n ia  L e g is la tu r e  h a s  s o  fa r  b e e n  
u n a b le  to  p a ss  a n y  le g is la t io n  d e s ig n e d  
to  b r in g  d o w n  c o s t s  b e c a u s e  o f  th e  
" rig id , f ix e d  p o s i t io n s  o f  th e  s p e c ia l  
in te re s ts  in v o lv e d ,  n a m e ly  th e  la w y e rs , 
th e  in s u r e r s  a n d  to  a le s se r  d e g re e  th e

c o n s u m e r s .  F u n d a m e n t a l l y  i t 's  a 
m o n e y  is su e . L a w y e r s  d o n ' t  m in d  
l im it in g  in s u r a n c e  ra te s , in s u r e r s  d o n 't  
m in d  l im it in g  la w y e rs ' fees, b u t  n o  o n e  
is  w i l l in g  to  c o m p r o m is e ."

F a c e d  w i th  th is  s ta le m a te ,  la w y e r s ,  
c o n s u m e r  a c t iv i s t s  a n d  in s u r e r s  a re  
ta k in g  th e ir  c a s e s  d i r e c t l y  t o  th e  p u b ­
li c .  F i v e  p r o p o s a ls  w i l l  f a c e  C a l i f o r n ia  
v o t e r s  th is  fa ll:
• T h e  " V o te r  R e v o l t  t o  C u t  I n s u r a n c e  
R a te s "  (a n  o f f s h o o t  o f  th e  in s u r a n c e  
c o n s u m e r  a d v o c a c y  g r o u p  A c c e s s  to  
J u s t ic e )  is  p r o m o t in g  a n  in it ia t iv e , w ith  
th e  s u p p o r t  o f  R a lp h  N a d e r ,  th a t  
w o u l d  c u t  a ll l ia b i l i t y  in s u r a n c e  ra te s  
b y  20  p e r c e n t ,  r e q u ir e  a ll f u t u r e  
in c r e a s e s  to  b e  ju s t i f ie d  to  s ta te  r e g u ­
la to rs , g u a ra n te e  g o o d  d r iv e r s  a  2 0  p e r ­
c e n t  d i s c o u n t ,  b a n  ra te  d i s c r im in a t io n  
o n  th e  b a s is  o f  w h e r e  a  d r i v e r  l iv e s ,  
e lim in a te  th e  a n t i- tr u s t  la w  e x e m p t io n s  
f o r  th e  in s u r a n c e  in d u s t r y  ( in s u r a n c e  
c o m p a n ie s  a re  e x e m p t  f r o m  a n t i - t r u s t  
la w  u n d e r  th e  M c C a r r a n - F e r g u s o n  A c t  
o f  1 9 4 5 ), a n d  m a k e  th e  o f f i c e  o f  s ta te  
in s u r a n c e  c o m m is s io n e r  e le c t iv e .

" Y o u  c a n  p a y  m o r e  f o r  y o u r  a u to  
in s u r a n c e  th a n  f o r  y o u r  ca r ,"  la m e n ts  
H a r v e y  R o s e n f ie ld ,  le a d e r  o f  th e  V o t e r  
R e v o l t .
• T h e  I n s u r a n c e  C o n s u m e r  A c t i o n  
N e t w o r k 's  in i t ia t iv e  w o u l d  g iv e  g o o d  
d r iv e r s  a  25  p e r c e n t  d i s c o u n t ,  r e q u ir e  
th a t a u to  in s u r a n ce  ra te s  b e  b a se d  s o le ­
l y  o n  d r iv e r s '  s a fe ty  r e c o r d s ,  t o u g h e n  
d r u n k  d r iv in g  p e n a lt ie s ,  a n d  b a n  n o -
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" I I N e r i  —  S p e c i a l  R e l e a s e !

W e ' v e  u p d a t e d  t h e  b o o k  o n  

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

f o r  l e g i s l a t u r e s .

Mason's Manual o f Legislative Procedure c o m p le te ly  revised a n d  u p d a te d  to reflect 
current legislative practices a n d  procedures as w ell as current case  law  app licab le  to  legislatures.

Provides a ready reference on . . .
• parliamentary law and rules;
■ debate;
• rules governing motions; particular, incidental, subsidiary, and main;
■ legislative and administrative bodies;
■ conduct of business;
• relations with executive and the other house;
• sessions and meetings; and
• investigations and public order.

Estimated pages; 616. ISBN 1-55516-729-2.
Publication date; December 1988.
Order early and save! Prepaid advance orders for Mason's Manual o f Legislative Procedure will 
be eligible for special discount rates. Advance orders with prepayment must be received by October 
31, 1988 to qualify for the special price.

Prepaid Advance 
Orders Before
October 31st (hardbound) $35.00

(softbound) $30.00
Invoiced Orders 
and Orders After
October 31st (hardbound) $40.00

(softbound) $35.00
Discount of 15% on orders of 10 or more.

Mail your o rder to NCSL's Book Order Department at 1050 Seventeenth Street, Suite 
2100, Denver,Colorado 80265. Or, call (303) 623-7800 for more information.
For the most current and comprehensive state legislative procedures book, contact 
NCSL today!


