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Assembly

Record of Committee Proceedings

Committee on Consumer Affairs

Assembly Bill 86

Relating to: assuring financial responsibility for the operation of motor vehicles,
granting rule-making authority and providing a penalty.

By Representatives Baumgart, Gunderson, Ainsworth, Black, Cullen, La Fave and
F. Lasee; cosponsored by Senators Rude, Jauch and Buettner.

February 12, 1997

July 31, 1997

Referred to committee on Consumer Affairs.
PUBLIC HEARING HELD

Present:  (5) Representatives Otte, Johnsrud, Ott, M.
Lehman and Hasenohrl.
Absent:  (3) Representatives Urban, Williams and Black.

Appearances for
¢ Representative Jim Baumgart, author

Appearances against
e Don Cleasby, National Assn. of Independent Insurers, Des

Plaines, IL
® Joe Zwettler, Amercian Family Insurance, Madison
® Eric Englund, Wisconsin Insurance Alliance, Madison

Appearances for Information Only
¢ Julie Clark, Wisconsin Department of Transportation

Registrations for
e Matt Bromley, State Bar of Wisconsin, Madison

Registrations against

¢ Pete Christianson, American Insurance Association, Madison

¢ Owen Schwerdtfeger, Amercian Family Insurance, Madison

* Ron Kuehn, WI Assn. of Life Underswriters; Private Insurance
Agebts of WI; and Independent Insurance Agents of WI,
Madison
R. J. Rubel, ABATE of Wisconsin, Columbus

¢ Lee Fanshaw, Sentry Insurance, Stevens Point




Daniel A. Young
Committee Clerk
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- What happens if the uninsured
dr er and owner do ?E&%Mﬁg?
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: §zcens% mcﬁq?

¢ river aﬂé %hs owner of the vehw%
1 have liability
\surance, and “pay $50 for the driver

"5 §§€3ﬁﬂ$€ an{i %ﬁ ?’ar %ha ifswsm ;}!aies}z

mffwmﬁ%ém é&‘%ﬁ%ﬁ law

Wi Division of Motor Vehicles
~ Traffic Accident Section

~ P.O Box 7918
~ Madison, W* 5{3?’?*‘3?*?9’* °

- Tel &gﬁane {69&} 26§~‘§ 249




Anyﬁm a ;mmim is hurt or Kil ia@ or
someone’s g}famﬁzy is damaged over
1 @Q{} it must be reported. Call the poli ice
o i ti’%&y will report i it for you. If
;ihey {:ar';m}t file the report, you need fo.
‘You can get the driver report form from

; 5 the p&ﬁiw m‘ ﬁ?&gf %ii}%év Service Center.

f ym areinan acma Wisconsin, you
'axchaage insurance information
h ﬁ‘s@ @%h@r d{zv o

f %%a% i‘? one a? :%?ze ﬁrw&s‘s ﬁ@%k
*s‘mi %%ave inmmmﬁ? i

%.smé@r *ﬁfza-sgf@iy Ressmﬁssbsizzy Law, at
fault uninsured motorists who are in
reportable accidents must show they can
pay forthe zﬁamages and mgw es they may
. hav& caused

ﬁ%;}ﬂfzssbsﬁ:xﬁy, Law do?

| i% %a%(e;s away the dmvef’ %manse and iia&r&$e

plates of uninsured motorists who do not

pay for damages or injuries they cause.

H@W fﬁaaﬁ ﬁns law work? |

Thﬁs é:)epaﬁment a? Tmnspertatgan
(DOT) checks for insurance
- coverage on all drivers listed on the
-accident re;:mr% it apﬁaars that
~any of the drivers did not have
msumm& mm’ contacts other
people in the accident. Ti’z@y can
file cla ms for their damages orin
~§£§¥'§8$ : P i

When claims are made, DOT
checks to see if the drivers did

- something wrong to fsame %:i'z@
accident.

If t?ze uninsured driver was at fault,
all costs of the accident are added
up. An estimate of the cost of any
Eegai he%p for injured persons is

m: Lii”fé% in the total.

: , icie,'é?séﬁe? are
then told either to deposit the
money {o cover the cost of the

~accident, enter into an instaliment
agreement to pay for the ﬁamagsas
“or injuries, prove that insurance
was in force at the time of the
~_accident, or request a hearing if
they feel they were not at fault.
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SAFETY RESPONSIBILITY PROCEDURES
AND 1995 PROGRAM RESULTS

STEP ONE: Any time a person is hurt or killed, or someone’s property is damaged over $500
(effective January 1, 1996, this amount was raised to $1,000), in a motor vehicle accident, it must be
reported to the Traffic Accident Section, Division of Motor Vehicles.

STEP TWO: The Traffic Accident Section checks for insurance coverage for all vehicles listed on
the accident report.

STEP THREE: If it appears that any of the vehicles were not covered by insurance, the Traffic
Accident Section contacts other parties involved in the accident. They can file claims for their
damages and injuries by completing and returning evaluation forms.

STEP FOUR: If a review of the accident report indicates the driver of the uninsured vehicle may
be at fault, an estimate of all costs and legal fees is made to establish a security deposit amount. A
Notice of Revocation is then sent to the uninsured parties describing compliance requirements. The
driver and owner can either deposit the required security amount, agree to pay for the damages or
prove that the vehicle was insured.

STEP FIVE: If the uninsured drivers and owners fail to comply, all operating and registration
privileges are revoked until the requirements are met or for a period of one year, provided no court
action is commenced. Proof of insurance must be filed for three years after the requirements are met

prior to reinstatement of privileges.

Out of 269,582 vehicles involved in reportable accidents in 1995, the drivers and owners of only
3,878 vehicles” have failed to pay for the damages caused and accepted a one year revocation.
The privilege of the drivers and owners of another 1,094 vehicles were still under revocation as

of 4/9/97. These motorists may settle the claims before the end of the one year revocation
period. UMPROGRA.95 - 4/97

*The drivers and owners are different persons in over one third of the accidents.




" National Association of Independent Insurers

2600 RIVER ROAD, DES PLAINES, ILLINOIS 60018-3286
708/297-7800 e« FAX 708/297-5064

TESTIMONY OF DONALD CLEASBY
NATIONAL ASSOCIATION OF INDEPENDENT INSURERS
BEFORE THE WISCONSIN ASSEMBLY COMMITTEE ON CONSUMER
AFFAIRS
IN OPPOSITION TO ASSEMBLY BILL 86
JULY 31, 1997

The National Association of Independent Insurers (NAII) is a property and casualty
insurance trade association representing over 560 insurance companies nationwide. We
have 79 member companies competing for private passenger auto insurance in Wisconsin.
These insurers write just over 60% of Wisconsin's total private passenger auto insurance
coverage.

As a national trade association, the NAIl has witnessed the implementation and
enforcement of compulsory auto insurance laws around the country. It hasn't been a pretty
picture.

o riopkanis AL

You might be wondering why a trade association representing auto insurers would oppose
this bill. Wouldn't car insurers want the state to force people to buy car insurance? We
don't. Experience shows time and again that these laws do not work. Instead, they often
end up costing insurance companies, their customers and state government money.

Compulsory laws are a little bit like quicksand. Once you get into it, you get stuck. And
the more you struggle in it to make things better, the more stuck you get.

Compulsory laws usually start out simple enough, just like AB 86. Instead of requiring
proof of financial responsibility after an accident, these laws require that the driver of a car
meet FR requirements as a condition of operating a car on the state's roads. But in state
after state that has gone this route, the simplicity doesn't last long. You will continue to
receive angry phone calls or comments from your constituents about uninsured drivers.
Then you probably will think about how your compulsory law needs to be "improved".




The legislature might make insurance companies report all cancellations, nonrenewals,
lapses and new business to the motor vehicle department. It might make insurance
companies exchange this information among themselves and report discrepancies to the
department. Or how about making the insured give his or her insurance company a copy
of the motor vehicle registration certificate and then make the insurance company compare
this information to its policy files for accuracy? Perhaps the insurance company should be
required to send the motor vehicle department information on magnetic tape onits entire
book of active business in the state. On the other hand, state X may want insurance
companies to issue a 3-1/2 by 3-1/2 insurance card, state Y wants a 3-3/4 by 2-1/2 card and
state Z wants an adhesive sticker you can put on your back windshield. Or maybe the
state wants different colored ID cards based on the month that the policy lapses. You
might make the auto owner surrender his or her vehicle registration and license plates if
the auto insurance is canceled or lapsed without being replaced. A failure to do so is a
crime. Perhaps you make the department conduct random sample tests every few months
so they can verify the insurance information they have on file. Or maybe you prohibit
insurance companies from issuing a policy having a term of under six months.

I didn't pull those examples out of the air. They are actual proposals either put into law or
considered in states like Florida, Delaware, Louisiana, Arizona and Connecticut. Some of
these states' laws are incredibly complex. The compliance guide sent to insurance
companies by the Massachusetts Registry of Motor Vehicles is over 106 pages, that of the
Florida Department of Highway Safety and Motor Vehicles is over 30 pages long.
Louisiana's version is 34 pages. Nevada's is 61 pages.

So far this year, the NAIl has tracked 41 legislative bills across the country dealing with
uninsured drivers. All but four of these bills were introduced in states that already have
compulsory auto insurance laws. Why were these bills needed if compulsory auto
insurance is an effective answer to uninsured drivers? This year alone in the midwest,
states like Michigan, Minnesota, Missouri, and lllinois considered legislation to toughen up
their existing compulsory auto insurance laws.

I asked the NAIl's Insurance Research Services Department to provide their best estimate of
the uninsured driver population in Wisconsin compared to the other states. They tried to
calculate this by comparing the number of bodily injury claims paid in a state (which
represents those claims where the person responsible for causing the damage had
insurance) to the number of uninsured motorists claims paid in the state during the same
time period (which represents the number of claims where the person responsible for
causing the damage did not have insurance). The latest data we have is for 1994. Because
of lack of data, these figures do not include information for Massachusetts, New York or
South Carolina.




The result of the research is an estimated uninsured driver population in Wisconsin of
10.4%, the 34th lowest in the country. Twenty seven of the 41 states with compulsory
auto insurance laws for which the NAIl has numbers have higher estimated uninsured
driver populations than Wisconsin. If these compulsory auto insurance laws were
effective, this would not be the case.

A strong argument can be made that a much better predictor of the number on uninsured
motorists on a state's roadways is not whether the state has a compulsory auto insurance
law, but instead is the cost of auto insurance in the state. When you compare the NAll's
estimated uninsured motorist numbers to the 1994 average auto premium numbers of the
National Association of Insurance Commissioners, you find that six of the ten states having
the highest estimated uninsured motorist populations in the U.S. were also in the top
twenty states having the highest average auto insurance premium. In contrast, seven of the
ten states having the lowest estimated uninsured motorist populations were also in the
bottom twenty states in terms of lowest average auto insurance premium. This indicates
that rather than focusing on enactment of compulsory auto insurance laws, the Wisconsin
Legislature should instead concentrate on avoiding enactment of laws that increase the cost
of auto insurance, such as Assembly Bill 416 (restricting use of aftermarket parts in auto
repair) which you will consider this morning.

Additionally, compulsory auto insurance laws have not proven effective in reducing
uninsured motorist coverage claims. Data available from the NAIl's Insurance Research
Services Division show that uninsured/underinsured motorist coverage claims increased in
numbers in various states since they enacted compulsory auto insurance laws. For
example, these claims increased 43% in Arizona, 62% in Indiana, 33% in New Mexico
and 31% in Ohio in the years after each of these states enacted compulsory auto insurance.
If compulsory auto insurance is so effective in reducing uninsured drivers, why would auto
insurers see more uninsured motorist claims after the laws are enacted?

Maybe because of questionable effectiveness, both the National Committee on Uniform
Traffic Laws, which develops the Uniform Vehicle Code, and the American Association of
Motor Vehicle Administrators, the association of state officials that enforce the codes, have
expressed interest in moving away from strict compulsory insurance laws and towards
reinvigorating enforcement of the financial responsibility laws.

Given all of this, it's hard to see how programs which have not worked in other states will
make any improvements here in Wisconsin. The experience in these other states and the
lower numbers of uninsured drivers in Wisconsin bring into question the effectiveness of

and need for AB 86.

DSC/cjz
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PRIVATE PASSENGER AUTOMOBILE INSURANCE
THE EFFECTS OF COMPULSORY LIABILITY
INSURANCE LAWS
WISCONSIN VS. OTHER STATES

National Association of Independent Insurers
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PRIVATE PASSENGER AUTOMOBILE INSURANCE:
THE EFFECTS OF COMPULSORY LIABILITY INSURANCE LAWS
WISCONSIN VS. OTHER STATES

INTRODUCTION

The National Association of Independent Insurers is a property/casualty trade association
representing more than 560 companies. Of this group, 79 member insurance companies write
almost 60% of the personal automobile business in Wisconsin. In light of the on-going
discussions of whether or not a compulsory liability insurance law should be enacted in Wisconsin
NAII has attempted to explore the effectiveness of these types of laws and to determine how this
state fares with other jurisdictions that currently have such a law.

?

In this analysis, uninsured motorist coverage experience for states having compulsory liability
insurance laws was evaluated to determine the effectiveness of these requirements. States with
mandatory insurance were compared to Wisconsin in an effort to assess whether policyholders
would benefit from having such a law enacted here. The tables in the five sections of this
document are presented to offer statistical evidence that compulsory liability insurance laws are
not effective in reducing the uninsured motorist problem and automobile insurance losses and,
hence, insurance premiums. It is not clear what benefits are derived from the enactment of such a
law.

The first section is a comparison of the average premium between Wisconsin and five nearby
states and the United States as a whole. Liability premium levels and state ranks are shown
indicating that the Badger State has relatively little, if any, affordability problem with respect to
personal auto insurance coverage. This is followed by an discussion of estimated uninsured
motorist populations by state. As indicated, Wisconsin also does not have a severe uninsured
motorist problem. '

The next two sections of this document (Parts III. and IV.) demonstrate that a compulsory
liability insurance law does not cure any problems relating to uninsured motorists; in other words,
the penetration of uninsured drivers and loss experience continue to deteriorate even after such a
law goes into effect. The last section (Part V.) compares compulsory states with Wisconsin,
demonstrating that the Badger State's loss cost and claim frequency experience is considerably
favorable relative to that of jurisdictions having compulsory laws. Hence, it is believed that the
detrimental effects of mandatory requirement greatly outweigh whatever advantages may exist.

Key findings of the analysis include:
* Wisconsin's liability average premium is lower than most of its neighboring states that have

a compulsory law. Compared to other states, residents of the Badger State do not have an
insurance affordability problem, as their premiums are one of the lowest in the country.
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* Wisconsin has an estimated uninsured motorist population that is smaller than most of its
nearby states, as well as the nation as a whole. In particular, compared to all states without
mandatory insurance, Wisconsin has the least problematic uninsured driver scenario.

¢ In spite of the enactment of a compulsory liability law, claim frequencies and loss costs
involving uninsured drivers continue to rise in those states requiring insurance. The
uninsured motorist experience appears to deteriorate after the law has gone into effect.

L. WISCONSIN HAS A LOW AVERAGE LIABILITY PREMIUM COMPARED TO
SURROUNDING COMPULSORY STATES

This section compares average liability premiums between Wisconsin and several nearby states

having compulsory laws. Among a// jurisdictions in the country, Wisconsin ranks 14th lowest in

average liability premium for 1995. It is lower than all five of its nearby states with compulsory

liability laws, as shown in Table 1.

Compared to the national average liability premium, Wisconsin is 29% lower. This lesser
magnitude indicates very little, if any, affordability problem in the Badger State relative to other
jurisdictions. As supported by conclusions presented in the following sections, it is quite possible
that if Wisconsin were to enact a compulsory liability law, its uninsured motorist coverage losses
would increase, hence increasing the premiums paid by policyholders.

Table I
Wisconsin vs. Nearby Compulsory States
1995 Liability Average Premium

Avg. Liab. Premium Rank
Wisconsin $301.57 #38
Mlinois 336.27 30
Indiana 337.47 33
Michigan 343.22 32
Minnesota 427.78 20
Ohio 327.95 34
United States $425.89 ——

Source: National Association of Insurance Commissioners

II. WISCONSIN HAS A RELATIVELY LOW U.M. POPULATION

Table II sets forth individual state ratios of uninsured motorist (U.M.) claim frequency to bodily
injury liability (B.L) claim frequency for 1993. These ratios are used as a proxy for the number of
injury accidents caused by uninsured drivers and, hence, the extent of the uninsured motorist
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problem. New York, Massachusetts, and South Carolina are not listed in this table because NAII
does not collect statistics for the last two states and NAII U.M. data for New York is not readily
accessible.

Of the 48 jurisdictions shown below in 1993, Wisconsin ranks 15th lowest in terms of the severity
of uninsured drivers, with a U.M.-to-B.I. frequency ratio of 10.0. In other words, there are 33
states, including the District of Columbia, whose estimated uninsured motorist problem is worse
than Wisconsin (i.e., has a ratio greater than 10.0). Among these 33 states, 28 had a compulsory
liability insurance law in 1993, suggesting that mandatory insurance is not effective in reducing
the proportion of uninsured motorists. Moreover, Wisconsin's estimated uninsured motorist
population (10% of the state's driving population) is much smaller than the nation as a whole
(about 16%). Compared with all states without a compulsory liability law, Wisconsin has the
least serious U.M. problem.

As shown in Table IT below, the vast majority of drivers living in Wisconsin already have liability
insurance. Hence, there is no need to enact mandatory insurance in this state.

Table II
Estimated Uninsured Motorist Population - 1993
and State Ranking
UM-to-BI UM-to-BI
Rank State Claim Freq. Rank State Claim Fregq.

7 Alabama 29.9% - 28 Missouri 12.3%
4 Alaska 30.9 42 Montana 8.6
20 Arizona 15.4 43 Nebraska 8.1
40 Arkansas 9.3 22 Nevada 14.4
5 California 304 30 New Hampshire 11.0
1 Colorado 39.2 27 New Jersey 12.8
31 Connecticut 10.9 6 New Mexico 30.2
11 Delaware 20.4 47 North Carolina 5.2
8 Dist. of Col. 23.3 45 North Dakota 6.3
14 Florida 18.9 21 Ohio 14.9
16 Georgia 17.1 13 Oklahoma 19.7
34 Hawaii 10.0 18 Oregon 16.0
39 Idaho 9.4 38 Pennsylvania 9.5
26 Mlinois 13.1 2 Rhode Island 38.1

22 Indiana 14.4 46 South Dakota 5.7



Page 4

Table I
Estimated Uninsured Motorist Population - 1993
and State Ranking
(cont'd.)
UM-to-BI UM-to-BI
Rank State Claim Freq. Rank State Claim Freq.
31 Towa 10.9% 9 Tennessee 22.5%
43 Kansas 8.1 10 Texas 20.6
25 Kentucky 13.5 37 Utah 9.6
33 Louisiana 10.1 19 Vermont 15.9
48 Maine 3.8 15 Virginia 17.5
24 Maryland 13.9 12 Washington 20.1
29 Michigan 11.7 34 West Virginia 10.0
17 Minnesota 16.2 34 Wisconsin 10.0%
3 Mississippi 36.6 41 Wyoming 8.8

Countrywide 15.8%

Source: NAII

. UNINSURED MOTORIST LOSS EXPERIENCE DOES NOT IMPROVE WHEN
COMPULSORY LAWS TAKE EFFECT
Proponents of a compulsory liability law believe that uninsured motorist costs will be reduced if
such a law is enacted. This is not the case. On the contrary, statistics indicate that loss costs
(incurred losses per insured vehicle) for this coverage tend to rise after a compulsory law has
gone into effect. Shown below in Table I is loss cost data for six states that had mandatory
requirements enacted in the early or mid-1980's. This six-year period was selected because of the
easy access of data collected and compiled by NAIL and because many states' compulsory liability
laws went into effect then. The line drawn between the loss costs indicates the date when each
state's compulsory law became effective; this shows a comparison of loss costs before and after
enactment of the law.
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Table III
UNINSURED MOTORIST LOSS COST EXPERIENCE
Alaska Arizona California
(eff. 1/1/85) (eff. 12/31/82) (eff. 1/1/85)
1981 $12.07
1982 13.87
1983 $13.62 16.07 $14.17
1984 15.50 22.71 16.82
1985 17.66 25.27 20.12
1986 17.51 20.61
Indiana New Mexico Oklahoma
(eff. 1/1/83) (eff. 1/1/84) (eff. 7/1/83)
1981 $3.96
1982 441 $11.07 $11.99
1983 3.96 11.09 16.75
1934 3.78 13.91 17.83
1985 5.74 19.37 24.74
1986 24.02 25.10

Source: NAII

The above loss costs reflect both uninsured (U.M.) and underinsured (U.ILM.) coverages. In
every case but Indiana, loss costs have continued to climb steadily, even after the enactment of
compulsory msurance. Although Indiana's loss experience dropped slightly after mandatory
insurance went into effect, it increased again several years later. These trends in data suggest that
the uninsured motorist experience in Wisconsin would continue to rise, even if liability insurance
were required in this state. That is, a compulsory insurance law is not the solution.

IV. UNINSURED MOTORIST CLAIM FREQUENCIES CONTINUE TO RISE IN
SPITE OF COMPULSORY LAWS
A more in-depth look at uninsured motorist experience is demonstrated in Table IV. Shown here
are trends in U.M./U.LM. claim frequency of all states whose compulsory laws became effective
sometime between 1983 and 1985. This period was chosen because of the ready availability of
trend data from 1983 to 1987. The purpose of this table is to show that despite the enactment of
a mandatory law, claim frequencies involving uninsured motorists still continue to rise for the
most part. Even though some states had effective dates in 1985, experience for 1983 and 1984 is
indicated as well, offering a bit more insight into the frequency pattern. Also, note that the
number of claim counts in all years except for 1987 are evaluated as of 27 months. Data for 1987
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is evaluated as of 15 months only; hence, the claim frequency figures shown for this year most
likely are understated.

Alaska, Nebraska, Vermont and Wyoming all had mandatory laws enacted in 1985. Experience
shown below indicates that Alaska's and Vermont's rate of uninsured motorist claims grew almost
three times and fifteen times, respectively, from 1984 to 1987. Wyoming's frequency increased
slightly in 1985; and Nebraska's rate dropped when its law passed, although it has remained
constant during the three years subsequent to enactment (again, however, the 1987 figure is
understated). Respective claim frequencies for Arizona, Indiana, New Mexico and Ohio have
increased 43%, 62%, 33% and 31% from the year their compulsory laws became effective until
1987. D.C.'s frequency has been fluctuating since 1983, but the number of U.M./U.LM. claims
incurred per 10,000 vehicles has grown 62% from 1983 to 1987.

For the most part, U.M./U.LM. claim frequencies are continuing to rise after a compulsory law
has been enacted. In spite of the new law, policyholders are still reporting claims involving
drivers without insurance. In fact, even more claims are being filed after the law went into effect.
This finding adds further evidence to the ineffectiveness of mandatory insurance requirement.

Table IV
Trends in U.M./U.LM. Claim Frequency
(Per 10,000 Insured Vehicles)
1983-1987

U.M./U.IM. Claim Freg. Per 10,000 Insured Vehicles

Comp. Law
Eff. Date 1983 1984 1985 1986 1987*
Alaska 1/85 22 16 31 38 45
Arizona 12/82 23 25 29 31 33
D.C. 4/83 66 131 95 89 107
Indiana 1/83 26 26 37 48 42
Nebraska 1985 9 7 5 5 5
New Mexico 1/84 46 48 51 60 64
Ohio 1/84 14 13 15 16 17
Vermont 1985 4 6 24 92 88
Wyoming 1985 4 5 6 6 5

* Data for 1987 is evaluated as of 15 months only, whereas data for all previous years is
evaluated as of 27 months. Hence, claim frequency figures for 1987 are most likely
understated.

Source: NAII
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V. UNINSURED MOTORIST LOSS COST AND CLAIM FREQUENCY EXPERIENCE
IN MANY COMPULSORY STATES IS WORSE THAN WISCONSIN

Presented in Table Va are trends in U.M. loss costs for bodily injuries from 1991 to 1994,

comparing Wisconsin to a dozen states having a mandatory requirement. In this table, both

no-fault and tort states are included as comparison states.

The loss cost is the average incurred loss per insured vehicle. Wisconsin's uninsured/underinsured
motorist loss cost is substantially lower than most of the compulsory states listed below, and
similar only to Georgia. Once again, it demonstrates that the enactment of a compulsory liability
insurance law continues to keep U.M. losses relatively high. The figures presented in this table
indicate that mandatory requirements do not reduce loss experience. Rather, U.M. loss costs
continue to rise and to be high in states having such a law.

Table Va
Wisconsin vs. Compulsory States
U.M.(Bodily Injury) Loss Cost Experience

1991-1994

1991 1992 1993 1994
Wisconsin $13.56 $14.82 $14.40 $12.67
Arizona $31.51 $24.29 $23.90 $23.11
California 55.14 48.81 53.03 57.94
Connecticut 38.39 - 46.15 - 42.75 29.10
Delaware 20.26 24.41 22.40 17.56
Dist. of Col. 47.67 45.05 56.40 51.36
Georgia 12.69 13.38 14.48 13.27
Louisiana 28.57 35.77 23.34 19.87
Nevada 32.11 34.91 31.80 27.96
New Mexico 28.63 37.93 32.63 28.68
Oklahoma 26.34 25.02 24.66 24.68
Texas 40.10 43.64 40.08 32.44
Washington 18.52 25.77 21.05 20.10

Source: NAII

To further corroborate the above data, Wisconsin's uninsured motorist claim frequency experience
for bodily injuries is also relatively favorable compared to compulsory states. Listed below in
Table Vb is the average of the three-year (1992-94) U.M.B.L claim frequency for Wisconsin,
compared to the same twelve states having a mandatory insurance requirement.
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Table Vb
Wisconsin vs. Compulsory States
U.M. (Bodily Injury) Claim Frequency Experience
1992-1994

No. of Claims Incurred
Per 10.000 Ins. Vehicles

Wisconsin 13
Arizona 32
California 72
Connecticut 21
Delaware 28
District of Columbia 57
Georgia 30
Louisiana 32
Nevada 36
New Mexico 50
Oklahoma 31
Texas 39
Washington 35

Source: NAII

The figures comparing the twelve states to Wisconsin in Table Vb demonstrate that, even with a
compulsory liability law, the rate at which U.M.B.I. claims are incurred is still significantly higher
than in a state without such a law. In spite of the enactment of such a law in these jurisdictions,
insureds are still filing U.M. claims for bodily injuries because they were involved in an accident
caused by someone who did not have liability insurance. This suggests that a compulsory law is
not as effective as it is intended to be.

CONCLUSION

Statistics presented in the tables in this document show that mandatory insurance requirements
have not been successful in holding down U.M. claim frequency and loss cost levels. The loss
experience continues to rise, hence, influencing the level of liability premiums as well. Wisconsin
generally has little insurance affordability problem relative to other states; its average liability
premium is the 14th lowest in the nation.

Increasing loss costs in states having compulsory laws suggest that the average amount of loss per
insured vehicle has risen as a result of the inclusion of those motorists who did not carry
automobile liability insurance prior to the adoption of this law. One reason for such an increase
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may be due to the fact that a compulsory insurance law, if successful, would require every
motorist, including the highest-risk drivers, to be insured. Moreover, claim frequencies continue
to rise in states with mandatory laws, suggesting that uninsured motorists are still out on the roads
and are causing auto accidents. These rising claim frequencies and loss costs will cause the
overall liability premium to rise as well.

In conclusion, compulsory liability insurance laws are not effective in reducing the uninsured

motorist problem and automobile insurance losses and, hence, insurance premiums. It is not clear
what benefits are derived from the enactment of such a law.

This analysis has been prepared by the NAII Research Department.
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STATE BAR
OF WISCONSIN

402 W. Wilson Street
P.O. Box 7158
Madison, WI 53707-7158

To: Representative Cliff Otte, Chairman
Assembly Committee on Consumer Affairs

From: State Bar of Wisconsin’s Litigation Law Section

Date: July 31, 1997

Re: Assembly Bill 86, relating to assuring financial responsibility for
the operation of motor vehicles.

The Litigation Law Section of the State Bar of Wisconsin supports
Assembly Bill 86 to ensure that individuals who operate motor
vehicles on our roads and highways are financially responsible for
damages they may cause.

Assembly Bill 86 provides added protection to persons injured from a
motor vehicle by requiring that all motorists in Wisconsin have minimum
liability insurance in the amount of $25,000 per person, $50,000 per
accident and $10,000 property damage. AB 86 is a good step towards
reducing the hundreds of thousands of motorists in Wisconsin who
irresponsibly drive without insurance.

While considering this legislation, the Litigation Law Section strongly
urges committee members to also address current law’s low minimum
liability limits (25/50/10) maintained in AB 86. The Section feels that the
liability limits, which have not been raised for 25 years, do not provide
adequate protection for parties injured by a person having minimum
liability insurance limits. The outdated limits have not kept pace with the
dramatic increase in medical expenses over the last quarter century. This
has greatly reduced the protection of a 25/50/10 policy.

By requiring all motorists in our state to carry liability insurance adequate
enough to cover today’s medical costs, Wisconsin can truly address the
growing problem of uninsured drivers on our roads and highways.

Thank you for your consideration. If you have any questions or
comments, feel free to call Matt Bromley, Government Relations
Coordinator, at 250-6128.

(608) 257-3838 in Madison “* (800) 362-8096 in Wisconsin + (800) 728-7788 Nationwide
FAX (608) 257-5502 < Internet: www.wisbar.org < Email: service@wisbar.org

&



Sentry Insurance

July 31, 1997 1800 North Point Drive
Stevens Point, Wisconsin 54481
(715)346-7168

MEMO
TO: Representative Clifford Otte, Chair
Members, Assembly Consumer Affairs Committee
FROM: Lee Fanshaw, Government Relations Manager
RE: Assembly Bill 86, Compulsory Auto Insurance

Sentry Insurance is a multi-line insurer headquartered in Stevens Point,
Wisconsin. We are licensed to do business in all 50 states, and currently write
personal and commercial auto insurance in 35 states. Just over one-half of our
4100 employees are based in Wisconsin.

We ask that you oppose AB 86. While we agree with the bill’s basic
premise that all drivers should be responsible and purchase automobile insurance,
the unfortunate reality is that state compulsory insurance laws are seldom able to
accomplish that goal. '

At a time when all levels of government are re-examining their role in
society and attempting to become more efficient, please ask yourselves, "What
do we hope to accomplish and at what price?"

If the goal is to reduce the number of uninsured drivers on the road,
statistics indicate that our current financial responsibility laws are working quite
well. The Department of Transportation estimates that 9% of Wisconsin drivers
do not have auto insurance. Colorado, which currently has a compulsory
insurance law, estimates that 30% of its drivers remain uninsured.

If the goal is to somehow improve efficiency in the system, our experience
with compulsory laws in other states indicates that just the opposite may be true.
We find that many law-abiding citizens are unintentionally caught up in the
enforcement and verification system created by the state to catch the habitually
uninsured driver. Our compliance staff spends a great deal of time helping our
customers in these states sort out problems with law enforcement that often
involve misplaced proofs of insurance or short, inadvertent lapses in coverage.
These situations result in additional costs for all involved, including the taxpayer.
These often unanticipated costs should be weighed against the anticipated
benefit of this law.



Assembly Consumer Affairs Committee
Sentry Insurance Testimony on Assembly Bill 86
July 31, 1997

Finally, if the goal is to reduce the cost of auto insurance, we have found
that is not the case in states that have compulsory insurance laws. Because it is
impossible to completely eliminate the uninsured driver from the road, law-abiding
drivers will still need to protect themselves and their families by carrying
Uninsured Motorist coverage. Also, since most of the individuals who will
purchase insurance as a result of the new law will carry only minimum-limits
coverage, the rest of us will still need to carry Underinsured Motorist coverage as
well.

| hope this information is helpful to you as you deliberate on this matter.
Please let me know if you would like anything further from Sentry.



Eric Englund
President

Bill O'Reilly
Chairperson
Sentry Insurance

Jack Bast
Vice-Chairperson
Badger Mutual Insurance

Mark Afable
Secretary/Treasurer
American Family Insurance

Members:

Alpha Property & Casualty
American Family Insurance
American Standard Insurance
Badger Mutual Insurance

Baraboo Mutual Fire Insurance
Capitol Indemnity Corporation
Church Mutual Insurance

Cuna Mutual Insurance Group
Dairyland Insurance

1st Auto & Casualty

General Casualty Insurance
Germantown Mutual Insurance
GRE Insurance Group
Heritage Insurance

1IDS Property Casualty Insurance
Integrity Mutual Insurance
Jewelers Mutual Insurance -
Manitowoc Cty. Mutual Insurance
Maple Valley Mutual Insurance
Midwest Security Insurance
Milwaukee Guardian

Milwaukee Insurance
Northwestern National Casualty
Old Republic Surety Company
Partners Mutual Insurance Company
Progressive Northern Ins. Cos.
Retail Lumbermens Mutual Insurance
Rural Mutual Insurance Company
Secura Insurance

Sentry Insurance

Sheboygan Falls Insurance

Society Insurance

United Wisconsin Insurance
Viking Insurance Company
Waukesha Co. Mutual Insurance
Wausau Insurance Companies
WEA Insurance Group

West Bend Mutual Insurance
Western Wisconsin Mutual Insurance
Wilson Mutual Insurance
Wisconsin American Mutual
Wisconsin Assoc. of Mutual Ins. Cos.
Wisconsin Mutual Insurance

Associate Members:

AAA/Michigan/Wisconsin
Farmers Insurance

Fremont Compensation Insurance
Liberty Mutual

State Auto Ins. Cos.

State Farm Insurance

USF&G Insurance

WISCONSIN INSURANCE ALLIANCE

44 EAST MIFFLIN STREET » SUITE 205
MADISON, WISCONSIN 53703-2800
(608) 255-1749
FAX (608) 255-2178

Memorandum

TO: Assembly Committee on Consumer Affairs
DATE:

FROM:

RE: AB 86 - Compulsory Auto Insurance

We solicit your vote in opposition to this bill.

Among life’s most unpleasant experiences is being injured or having
your property damaged in an automobile accident.

One of the few things worse than that is having the injury or damage
caused by an uninsured driver. Two things result for the victim:

(1) Your life, limb and/or pocketbook are affected and,
(2) You are rightfully angered that the offender is not paying

for their financial responsibility or being punished
sufficiently.

Many well-intentioned people feel that compulsory auto liability insurance

is the answer. More thorough consideration indicates that such
insurance is not the answer. Why?

(1) IT DOESN’T COMPEL - offenders can drive without
insurance like they drive without licenses now.

(2) IT’S VERY COSTLY - to enforce, as the Wisconsin
Department of Transportation will document. The
experience in other states, such as New York,
Massachusetts, and Kansas supports the substantial
expense involved in enforcement.

(3) IT’S UNENFORCEABLE - from the experience of New
York, New Jersey and ldaho.



(4) IT DOESN'T WORK - anyone is free to cancel the day after
licensing and to renew the policy the day before and avoid the law
while driving all year without insurance.

(5) IT DOESN’T PROTECT - against hit and run, and stolen cars.
What then is the better answer to the two bad results posed above?

(1) The injury expenses for you and all members of your family are now
covered by the statutorily required coverage for uninsured motorists.
It is inexpensive and can be purchased to the limits you choose to
protect yourself and your family. Your auto damage is better
protected by collision insurance if the car is of value to you, than any
reliance on the other person’s insurance, compulsory or voluntary.

(2) Your rightful anger at the offender is better answered by:

(A) Strengthening present traffic laws

(B) The present revocation of license law

(C) Wisconsin’s impoundment law which gets the
irresponsible person away from their car

(D) Wisconsin’s financial responsibility laws

Compulsory auto insurance does not compel, is too expensive, results in an
administrative quagmire at taxpayer expense and is unnecessary because better
alternatives which it cannot and will not replace, are now available and working. These
points are all confirmed in the 3/10/81 Legxslatlve Audlt Bureau report whxch rejects

; compulsory auto lnsurance . -

For the reasons stated above, we urge this committee to withhold its approval of this bill.
There is a viable option. It was passed by the Legislature in 1992.

For years, Wisconsin laws have required financial responsibility on the part of all drivers.
Under this law, a person responsible for an accident must be financially responsible for
the damages caused by that accident or lose their license/automobile registration. To
date, this law has worked quite well. In 1995 there were over 269,000 vehicles involved
in reportable accidents according to the Wisconsin Department of Transportation. Of
those vehicles, less than 6,000 drivers had their license suspended for a year for failure
to show financial responsibility. In other words, less than 3% of those involved in
accidents received the mandatory one year suspension.

In the past, the Department of Transportation has indicated that many drivers who were
involved in uninsured motorist accidents were repeat offenders. According to this
profile, individuals who were involved in uninsured motorist accidents are most likely to
be repeat offenders.

In 1992 the Wisconsin Legislature acted in response to this problem. Legislation was
passed that strengthened Wisconsin’s financial responsibility laws. These new laws



provided that those individuals who cause accidents and do not show financial
responsibility should not only lose their license for one year, but be forced to maintain
insurance for three years following the time their license is reinstated.

This new law became effective 1/1/93 and puts Wisconsin in the position of having one
of the strongest financial responsibility laws in the United States. We are optimistic that
the implementation of this new law will work in further decreasing the incidents of
uninsured motorists not being financially responsible.

We ask that you not support AB 86. Allow Wisconsin’s néw tougher financial
responsibility laws to work.

Enclosures: (1) DOT 1995 data
(2) Financial responsibility law changes effective 1/1/93
(3) Data comparisons between Wisconsin and states that have
compulsory insurance laws
(4) 1995 average auto premium by state
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TUL 28 03 SEAM TREFFIC ACCT SERT bog oty Bete PROCEDURES P23
AND 1995 PROGRAM RESULTS

STEP ONE: Any time a petson is hurt or killed, or someone’s property is damaged over $500
(effective January 1, 1996, this amount was raised to $1,000), in a motor vehicle accident, it must be
reported to the Traftic Accident Section, Division of Motor Vehicles.

STEP TWO: The Traffic Accident Section checks for insurance coverage for ail vehicles listed on
the accident report.

206 90 kil (767 %) e i 1 1993, re
- 26:20% (97 % were gor: vuﬂdhy@nhihqqnsmnei 5T, e
: “36-;509- {13 GﬁlYémﬁ&‘d:ﬂVeﬁ &@Mt&pmmkz&ummﬁom R

P THREE: If it appears that any of the vehicles were not covered by insurance, the Traffic
Acc1dem Section conracts other-parties involved in the accident. They can file clabns for their
damages and injuries by completing aud returning evaluation forms.

‘--@-’vﬁ‘_ci b PP

'mmquwm

STEP FOUR: If a review of the accident report indicates the driver of the uninsured vehicle may
be at fault, an estimate of all costs and legal fees is made 1o establish a security deposit amount. A
Notice of Revocation is then sent to the uninsured parties describing compliance requirements. The

driver and owner can either deposxx the reqmred security amount, agree to pay for the damages or
prove thar the ve}nde was msxmed

STEP FIVE: If the uninsured drivers and owners fail to comply, all operating and registration
privileges are revoked until the requirements are met or for 2 period of one year, provided no court
action is commenced. Proof of insurance must be filed for three years after the requirements are met
prior to reinstatement of privileges.

Out of 269 582 vehlda involved in reportable acadents in 1995, the drivers ami owners of only
3,878 vehicles™ have failed to pay for the damages caused and accepted a one year revocation.
The privilege of the drivers and owners of another 1,094 vehicles were still onder revocation as
of 4/9/97. These motorists may settle the claims before the end of the one year revocation
WﬁOd. UMPROGRA.SS - 457

*The drivers and owners are different persons in over one third of the accidents.
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MEMORANDUM

February 2, 1993

To: Don Cleasby

From: pDiana Lee
Re: ‘Wisconsin vs. Other States: The Effects of

Comppulsory Insurance Laws

Don, the tables in the fellowing £ive secticns are presented to
affar skatistical evidence that compulsory laws are not esfective
in reducing the uninsured motorist problem, automcbile insurance
Josses and premiums. It is not clear what benefits are derived
#rom “he enact=ment of such a law. Because Wisconsin does not
have a severe G.M. prcblem, it is belisved that the detrimental
affects of mandatory reguirement greatly outweigh whatever

advantages may exist.

. _WISCONSIN RE ¥ IL.OW U.M. BOPUTATION: TN FPACT
8 MOR VORAELE _MOST COMPULSORY STATES
Table I sets forth individual state ratios of U.M. claim

-

~:rgqgan:y‘g¢ 3;I;gclaim,£requen=y, reflecting the pericd 1988- k
1890 cockined. This time peried rapresantsithe~latestdavailahla,‘
exparience from NATII. These ratios provide a good indication of
the parcentzge cof accidents involving uninsured motorists and

may, therefore, be used as a proxy to measure the extent of the
uninsured motorist problem. New York, Massachuset:ts and Scuth

carolina are not listed because NAII does not collect statistics

for the last two states and NAII data for New York is not readily
accessible.

Among the forty-eight jurisdictions shown below, Wisconsin ranks
233, with a UM-to-BI freguency ratic of 10.5%. In other words,
#here are 32 states, including D.C., whose uninsured motorist
population is greater +han Wisconsin; among this group, 28 of
them have a compulscry law, suggesting that +his type of law is
not effec-ive in reducing the number of uninsured metorists.
Morsover, Wisconsin’‘s U.M. population (about 10% of the driving
pepulation) is much lower than the nation as a whole (about 18%).
The vast majority of pecple 1iving in this state already have
liabili®ty insurance. Hence, there is no urgent need to enact a
compulsery liability insurance law in Wiscensin, especially in
light of the fact that this type of law results in more negative

than positive effects.
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Table T
»88-’90 Ratio rgg=~/90 Ratio
of UE-to~-BI of UE~to-BI

Rank Btate Cclaim Frecuency Rank Btaz=te Cl=im FPrequency
4 ‘Alabama 26.3% 30 Missouri 1.7
8 Alaska 22.7 36 Montana 8.9
21 Arizona 15.3 44 Nebraska - 5.8
45 Arkansas 5.7 18 Nevada 15.9
24 Ccalifornia 14.6 42 MNew Hampshire 7.8
1 Colorado 41.8 40 New JerssY 8.1
31 Connecticut 11.0 3 New Maxico 28.4
11 Dist. of Col. 21.2 47 North carelina 5.1
15 Delawzre 17.3 39 Neorth Dakecta 8.2
43 TFlorida 6.1 26 Ohio 13.5
6 Georgia 24.0 7 Oklzheoma 23.8
22 Bawaii 14.9 16 Oregen 16.5
35 Id=ho 2.6 19 ©Pennsylvania 15.6
23 Illinois 14.7 10 Rhode Island 22.6
14 Indizna 19.8 48 South Dakocta 4.9
37 Iowa 8.7 8 Tennessee 23.8
38 RXansas 8.3 13 Texas 18.9
28 Rentucky 12.9 34 Utazh 10.4
32 Louisiana 10.8 17 Vermont 16.2
46 Maine 5.4 12 Virginia 20.7
27 Maryland £ 13,3 5 Washington 24.3
25 Michigan 14.0 41 West Virginia 8.0
20 Minnescta 15.4 33 wWisconsin ip.8
2 Mississippi 34.3 29 Wyonming 11.8

Countrywide 18.1%

Source: HNAILI

Ir. UT.M B TS WORSE IN COMPULSORY STATEE T
WISCONSIN

In addition to the above data, the statistics collected by NATI
show that Wisconsin’s uninsured motorist experience.is relatively
faverable compared tc compulscry states. Listed below in Table
IT is the average 1950 U.M. claim frequency for Wiscensin,
compared to a selection of compulsory insurance states with a

tort syst
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Table ITI
Wigconsin ve. Co a St=tes
1990 B.M., Cl=im Pre erience

No. of Claims Incurred

Per 10.000 Ins. Vehicles

Wisconsin 14
Arizeona 31
California 3:]
Tllineois 29
Iouisiana 22
Missouri 17
Ohio . 17

Source: NAIT

The six states compared to Wisconsin all have compulsory laws,
yet their U.M. claim fresquencies are higher than Wisconsin. In
spite of the enmaciment of such a2 law in these Jurisdicticns,
insureds ars still filing U.M. claims because they were involved
in an ac=ident caused by socmecne who did not have liabilibty
insurance. This suggests that a compulsory law is pof as
effec=ive ag it is intanded to ba. Corrchorating the results of
Table I, Wisconsin’s relatively low freguency alsc demonstrates
that its uninsursd motorist problem is not that severe, since 14
claime, cut of 10,000 insured vehiclaes, wers incurred in 1ss0.
Cartainly, it is less of a problem than in the six compulscry
states in Table II. ‘ ~ :

CONPULEORY LAWS f

A more in-depth. look at U.M. experience is demonstrated in Table
III. Shown here are trends in U.M. claim frequency of all states
whose compulsery laws became effective sometime between 1983 and
1985. This pericd was chosen because of the ready availability
of trend data from 1983 to 1987. The purpose of this table is to
show that despite the enactment of a2 mandatory law, claim
frequencies involving uninsured motorists still continue to rise
for the most part. Even though scme states had effective dates
in 1985, experience for 1583 and 1984 are indicated, offering a
bit more insight into the freguency pattern. Alsc, note that the
number of claim counts in all years except for 1987 are evaluated
as of 27 menths. Data for 1987 is evaluated as of 15 months
only: hencs, the claim frequency figures shown for 1987 most
likely are understated. .

Alaska, Nebraska, Vermont and Wyoming all had laws enacted in
1985. Experience shown below indicates that Alaska’s and
Vermont’s rate of incurring claims involving uninsured drivers
grev almost three times and more than fifteen-rfold, respectively,
since their laws passed. Wyoming’s frequency increased slightly
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in 1985, while Nebraska'’s rate dropped when its law passed,
although it has remained constant during the three years
subsequent to enactment (zgain, however, the 1987 figure 1is '
understated). Claim frequencies for Arizona, Indiana, New Mexico
and Ohio have increased 43%, 62%, 33% and 31%, respectively, from
the year the compulscry law became effective until 1987. D.C.’s
frequency has been fluctuating since 1983, but the number of U.M.
ecliaims incurred per 10,000 vehicles has grown 2% £rom 1983 to

1987.

For the most part, U.M. claim frequencies are continuing to rise
after a compulscory law has been enacted. 1In spite of the new
law, policyholders are still reporting claims invelving drivers
without insurance: in fact, even more claims are being £iled.
This finding adds further evidence to the ineffectiveness of
mandatory insurance requirement.

Table IIT ‘
= ip . aim Praquenc
er 000 red Vehicle
1983-1987
Comp. law
E££. Date 883 1884 983 986 1987%
Alaska - 1/85 22 16 31 38 45
Arizona 1983 23 25 29 31 a3
D.C. 4/83 66 131 95 89 107
Indiana 1/83 286 26 37 48 42
Nebraska 1985 g 7 7 g 5 5
New Mexico 1/84 46 48 : 51 60 64
Chio 1/84 14 13 15 16 1?7
Vermont 1985 4 : 6 24 g2 88
Wyoming 1985 4 5 6 6 5

Scurce: NAIT -

RISCONSTIN

Shown in Table IV is a comparison of 1591 persconal autsc liability
average premiums and loss costs (incurred loss per insured
vehicle) between Wisconsin and selectad compulsory liability
gtates. The scurces of these figures are the Naticnal
Independent Statistical Service (for the NAIC) and the quarterly
Fast Track Monitoring System, respectively. Except for Illincis,
+he other seven compulsory states in the table were chosen
because they, like Wisconsin, are not no-fault states and because
their population density and motor vehicle density scmawhat
approximate those of Wisconsin (Illinois‘ densities are
substantially higher than Wisconsin, but was included because it
abuts the state and, therefore, is of interest). South
carolina’s average premium is not available at this time, since
NTSS does not collect experience for this state.
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Table IV

Wigconsin vs. Compulsory States
Liability Average Premiums and Loss Costs

Comp. lLaw 1981 Liab. 1891 Liab.

EZf. Date Avg. Prem.
Wisconsin —— $273 $139.23
Illincis 01/%0 303 168.42
Icuisiana 1875 454 226.46
Missouri 13986 266 - 144.59
South Caroclina 10/74 n/a 158.40
Texas 01/82 350 188.08
Vezrment 1985 251 128.68
Washington 01/90 370 165.58
West Virginia 07/81 322 155.14

Scurces: NTSS, on behalf of NAIC, and Fast Track Menitozing
Systenm

According to NISS, Wisconsin currently is in the bettom third of
the naticn in terms of liability average premium. With the

exception of Vermont, Wisconsin’s average liability premium and
losE cost are lower than those of its comparison states with a

mandatory insurance law.

In general, those states having compulsory laws tend to have
higher loss costs and, hence, premiums; one reason for worse loss

 experience in compulscry states is the fact that a2 mandatory law,

if successful, would require every motorist, including the
highest-risk drivers, to be insured. This would cause a
detarioration in loss experience, creating an increase in
insurancs rate levels. ; :

HISCONEIN

Tahle V shows a comparisen during particular time pericds between
Wisconsin’s +rend in liability loss experience and that of cother
states currently having a compulsory liability insurance law.

The scurca of this data is the Fast Track Monitoring System.

The liability loss cost has been selected as a basis of
comparison because it represents the average amount of loss per
insured vehicle. The time pericd chosen for ccmparison purposes
is that period available on the Fast Track report directly aftar
each compulsory insurance law became effective through 1851. Due
to the variocus effective dates of the compulscry insurance law,
individual state compariscne with Wisconsin have been grouped
into four different categories, where similar time pericds
examined have been placed together.
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, Table V
o] e 3 abily Logss Cost Lavels
et om 20 d Wiscopsin
Conp. Law Cverall Average Annual
Effective Loss Cost loss Cost
__State —Date % Change (1) 2
A. Alaska 1/1/85 48.0% 7.3%
california 1/1/85 85.5% 11.0
Wisconsin . 51.2% 7.2%
(1) Overall Change in ILoss Cost from 1985 +o 195851
(2) Annual Change in Loss Cost from 1885 to 1891
Conmp. Law Overall Average Annual
Effective Loss Cost Loss Cost
State Data ner ‘ ; e
B. New Mexico 1/1/84 : 124.4% 12.3%
Qklzakoma 7/1/83 72.1 8.1
Wisconsin €L.4% 7.1%
(1) Overall Change in Loss Cost from 1984 to 1591
(2) AaAnnual Change in Loss Cost from 1984 o 18851
Comp. Law Overall Average Annual
Bffective Loss Cost loss Cost
. —State Date _ " % Chanoe (I) -2 change (2)
c. .A.:‘:"i‘z:ma.: . 12/31/82 o 98,.4% - 9.2% :
' Indizna 1/1/83 126.0 ic0.8
Wisconsin 77.7% 7.5%
(1) Overall Change in lLoss Cost from 1883 +o 1891
(2) Annual Change in Loss Cost from 1983 to 18851
Comp. Law Overall Average Annual
Effective Loss Cost logss Cost
State _Date 3 Change (7) % Change (2)
D. Rentucky 7/1/78 144.4% 10.5%
Montana 7/1/79 80.4 . 7.1
Texas 1/1/82 151.6 10.8
Wiscensin 84.2% 7.1%

(1) Overall Change in Lass‘CQst from 1982 to 1891
(2) Annual Change in Loss Cost from 1982 +o 1951

Source: TFast Track Monitoring System

In all cases but Alaske (in A.) and Montana (in D.), the overall
loss cost level for the compulsory states has risen higher than
for Wisconsin. (Alaska’s loss cost decreased in 1987, resulting
in a relatively small overall percentage change. Montana’s BT
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decreaased as well in 1988.) These greater percent changes
suggest that the average loss per insured vehicle and, henca, the
rate level incrsased even more as 2 result aof the enactment of

compulsory insuranca.

Also shown in Table V are the average amnnual percent changas in
loss cost for each state. These figures measure the annual
movemant in incurred loss per insured vehicla. For axample,
while New Mexico had an average annual increase of 12.3% since
its enactment of compulscry insuranca, Wisconsin’s logs cost
experiencs rose only 7.1% during the same time peried. Tha
average loss per insured vehicls tends to accelerate more quiskly
in a compulseory state each ysar than in Wisconsin: hence,
insurancs rates in compulsory states tend to rise mors quickly as
well. If Wisconsin were to enack a compmigory liability law,
then its loss cost may very well increase more significantly,

ting in a2 higher average liability premimm for the
policyholders in this stata. | -

Again, an irncrease in loss cost suggests that the average claim
per insured vehicle has risen as 2 result of the inclusion aof
those motorists who did not carry automcblle liakility insurance
pricr to the adoption of ths compulsory law. 3as stated earlier,
one rensen for such an increase may be due to the fact that a
compulsery insurance law, if successful, would Taguirs evexy

motorist, including the highest-risk drivers, to be insured

In conclusion, oppenents of compulsory insurance assert that this
type of law is not effective in reducing U.M. claim freguency,
and it also creates an incruase in insuranca rats levels. These
assertions are demonstrated by the statistics presented abova.
Hot only ara the incraases in loss cost generally grsater in the
cocxpulscry states since the laws were enacted, but the loss costs
have usually alsoc risen at a faster rate per year. Iastly,
because there is relatively little uninsured motorist problem in
Wisconsin, the passage of a compulsory liability insurance law is
not massa:yc g

I hope these figures give you further insight ints the negative
effects of compulsory insurance in states having suck laws. If
you have any gquestions regarding this information or would like
additional analysis, please don’t hesitate ¢o call..

cc: Terrie Troxel
Pat MoNally
Bob Zeman
Terry Tyrpin
Dan Kummer



‘State Average Expenditures
& Premiums for Personal
Automobile Insurance

in 1995

January 1997

NAIC

National Association
of Insurance Commissioners
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Legislatures
are
considering
no-fault
insurance
and increased
regulation of
compulsory
insurance to
address the
high cost of
auto
insurance.

NATIONAL
CONFERENCE
OF STATE
LEGISLATURES

Vol. 5, No. 30

COMPULSORY AND NO-FAULT AUTO INSURANCE
By Kelly Fox and Brenda Trolin

June/july 1997

The increasing cost of auto insurance premiums has put reform at the top of many legislative
agendas. Solutions being considered are no-fault insurance and increased regulation of
compulsory insurance.

No-Fault. The no-fault system is a common alternative to the traditional tort system. No-fault
insurance provides twofold coverage. First, it attempts to make a clearer differentiation between
those individuals who are seriously injured and those who are not. The second component is
coverage for the insured’s economic losses regardless of fault, known as personal injury
protection. Seriously injured individuals are allowed to seek compensation for both their
economic, as well as noneconomic, losses. Individuals with less serious injuries are allowed to
seek compensation only for economic losses.

Proponents of no-fault report it is more efficient, more
equitable and less costly than the traditional tort system.
Critics believe it actually increases overall costs by
providing incentives for individuals to inflate medical
costs in order to exceed the statutory medical expense
threshold. The threshold for medical expenses that must
be met to seek economic as well as noneconomic
damages ranges from $2,000 in MassacHuserTs to $4,000
in MINNESOTA. Although this issue continues to be
debated, it is imperative that lawmakers use clear and
concise language when enacting no-fault legislation to
ensure the effectiveness of the law. Threshold amounts
and personal injury protection provisions must be clearly
defined.

States with no-fault systems must determine where the
line is drawn between serious and less serious injuries.
In most states, this threshold is monetary. Several states,
including FLoriDA, MicHIGAN and New YORK, require a
verbal threshold, where damages are described such as
“damages recoverable only if injury results in significant
disfigurement, permanent loss of bodily function or
death.” Kentucky, New Jersey and PennsyLvania allow the
insured to choose which system they prefer, traditional
tort or no-fault.

By the end of 1996, 15 states had passed no-fault
legislation with different thresholds and recoverable
damages. States with personal injury protection
provisions have placed varying caps on recoverable
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wage losses. Several states, including Kansas, have limits on
medical damages that restrict expenses to $4,500 for medical and
$4,500 for rehabilitation for first-party claims. MiNNEsoTA places
an overall cap on first-party medical claims at $20,000.

Compulsory. The second strategy states are using to curb
premiums is strengthening compulsory insurance laws. Forty-four
states have compulsory liability insurance laws. The solutions
range from confiscating uninsured vehicles to increasing fines.
Several states, including NortH CAROLINA, Louisiana and FLORIDA
allow license plates to be removed from uninsured vehicles.
North Carolina’s legislation requires insurance companies to
report if an individual cancels or fails to renew policies. New
Mexico has a program that permits the vehicles of uninsured
motorists to be towed. Some states, including OHio, require
drivers to carry an insurance identification card or proof of
financial responsibility at all times or their licenses may be
suspended.

UraH uses, with reportedly good success, a data base to identify uninsured drivers. The system is
a cross index between policyholder data, updated by insurers, and lists of motor vehicle
registrations. The data base identifies those individuals who own a motor vehicle and do not
have insurance. The penalty ranges from loss of license to loss of registration. Reports are,
however, that similar programs enacted in Connecticut, NEvapa and PENNsYLVANIA have
misidentified motorists.

Several states have considered legislation that prevents uninsured motorists from bringing
lawsuits for pain and suffering after an auto accident. This proposal has been coined “no pay,
no play.” MichiGaN put this kind of law into effect in October 1996. CauirorNIA passed similar
legislation in November 1996.

Many states have introduced legislation this year to reform and enact new no-fault legislation, as
well as crack down on uninsured motorists. Several states will increase the maximum limit of
no-fault insurance benefits. New Mexico and MARYLAND are considering no-fault systems, while
MassacHusEeTTs is considering repealing its no-fault system. New Jersey has proposed the broadest
range of legislation from applying additional constraints to the personal injury protection benefits
to repealing the entire no-fault system.

Iuinois and Ipano are tackling the problem of uninsured motorists by introducing legislation that
will allow vehicles to be impounded until notice is provided that insurance has been obtained.
Atasama and INDIANA are proposing to set up programs similar to Utan’s.

Contacts for More Information

Kelly Fox, Brenda Trolin Dave Snyder

NCSL—Denver American Insurance Association
(303) 830-2200 (202) 828-7100
kelly.fox@ncsl.org

brenda.trolin@ncsl.org Deborah Hensler

The Institute for Civil Justice at RAND
(310) 393-0411

Many
states are
cracking
down on
non-
compliance
with
compulsory
insurance
laws.



CLIFFORD OTTE

WISCONSIN STATE REPRESENTATIVE
27TH ASSEMBLY DISTRICT

May 12, 1997

Representative James R. Baumgart
3 North State Capitol
Madison, WI 53702

Dear Jim:

Thank you for your letter requesting that I hold a public hearing on
Assembly Bill 86, relating to assuring financial responsibility for the
operation of motor vehicles.

At this time, there is only one more date until July when the Assembly
Committee on Consumer Affairs is scheduled to meet that is not also a
session day. I have already made commitments for that date.

I will plan to schedule a hearing on Assembly B111 86 durmg one of our |
July meeting dates.

Sincerely yours,
L

CLIFFORD OTTE
Chairman
Assembly Committee on Consumer Affairs

cc: Speaker Ben Brancel, Attention: Kristan Collins
Eric Englund, Wisconsin Insurance Alliance

Office: P.O. Box 8953 « Madison, WI 53708-8953 « (608) 266-8530
Home: N5385 Bridgewood Road * Sheboygan Falls, WI 53085 « (414) 467-4794
Toll-Free Legislative Hotline: 1 (800) 362-9472 & Printed on recycled paper



State Representative

James R. Baumgart

Pt
N“

26th Assembly District:
City of Sheboygan-
Wards 1-3,5,6,9,11-16
City of Sheboygan Falls
Village of Kohler

Town of Sheboygan
Town of Sheboygan Falls
Ward 4

May 12 1997

Representative Clifford Otte

Chair

Assembly Committee on Consumer Affairs
Room 109 West, State Capitol

Madison, WI 53708

Dear Representative Otte:

Assembly Bill 86, relating to assuring financial responsibility
for the operation of motor vehicles, of which I am the author,
was referred to the Assembly Committee on Consumer Affairs on

February 12, 1997.

I am writing to request of you, as chair of the committee, that a

public hearing be held on AB86.

Your consideration of this request is appreciated.

L t%7’/
ate Representatave

6th Assembly District
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Rep. Judy Robson

Wisconsin State Legislature
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___Ithought you might be interested in a copy of
this.

___I'have enclosed the information you requested.
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February 24, 1997

Consumer Affairs Committee

I am writing in support of 1997 Assembly Bill 86. Actually I had
always thought that Wisconsin required all drivers to carry insurance. I found
out the hard way last November, I was wrong. My daughter was involved in
an accident with an uninsured driver. I have been battling with this driver and
his father the owner of the other car involved since to be paid for all the
damage caused to my daughters car. The Dept. of Motor Vehicle Uninsured
Motorist hearing was this past Wednesday, but I still have to wait three more
weeks to find out what was decided. My next small claims hearing is March
5th. Yes I said next, I lost the first one and had to appeal. Why, well the legal
system seams to support the guilty. I called fifteen different law offices trying
to find an attorney to help. If they didn’t call back the answer from the ones I
did get to talk to was just no. I found only one to talk to me, but that was just
to tell me that there was no money to be made by the attorney to go after an
uninsured driver. He suggested that I go to small claims court. So court has
been Me Vs: Attorney for the other driver,(yes he got one, he is being
unjustly persecuted).

He was also ticketed for causing this accident.

The battle that I’ve been told that is going on is that insurance
companies insist that if we inact this bill all insurance will have to go up to

cover the bad drivers. What scare tactics, all insurance companies have what



is called High Risk Insurance. This is for the new and ticket / accident prone
drivers. Even my daughter is under the High Risk because she’s a new driver.

I am in total support of this bill and request that all effort is made to
inact this into State Law. I don’t feel the Assembly should buckle under to the

scare tactics of the insurance company’s lobyists.

Cal Ledbetter

Cal Ledbetter
752 Jeannie Ln.
Beloit, Wi. 53511




