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COST ESTIMATE STUDY OF 

A U'fOMOBILE INSll RANCE BJLLS 

This report hEls been prepared as pG~rt of the cost esU.male studs· nuthorizecl 

by the Committee on Business Legislation o£ the J.OGltl Mc-.tine Legislature. 

The. study waB designed to evaluate the cosl implJcati.ons to the con13mner 

o.f enactment of 8ny of the following four automobile insur.nnce bills: 

1) Legislative Document No. 1 

2) Legislative Docun1ent No. 1420 

3) Legislative Document No. J 42 f, 

4) LegJsJ.atlve Document No. 1882 

The study haD been completed, and a synopsis of the results is preE>cnt.ed in 

E:xhlbitfJ A. The exhibits show the estimated premium change for the ave1··· 

age insured vehicle to be expected from enactment of the proposed legisla·

tion, subject to the ·very Important caveats in Exhibit H. For example, thec 

study flnding rcgardi.ng LD 1 is that the personal injury portion (i.e. bodily 

injury liability, first-party medical payments, and uninsured motorist 

coverage) of the average automobile insurance premium wouJ.cl lncrease 8%, 

whl~h i.s approximately equivalent to <l 3o/o increase in the total premium 

(L e. the foregoing plus property damage liability and physical damage 

coverages). 

Exhibits A are based on a hypothetical. model tllat is representative of the 

slate of Maine in proportional, but not absolute, terms. The 100, 000 injury 

radi.x and the other nonproportional cntl'ies of the exhibits ar·e probably five 

or six tim.es larger than acf.uo.l MRlnc~ expedence,. This relationship \V::J.s 
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not lhoroughly explored ln the course of the study, however, for it has no 

bearing on the proportiono.l conclusions 8t the bottom of each exhibil, and 

it is lbesc percentages that the study was designed to develop. 

Exhibit A--1 indicate~> that enactment of LD 1 would increase lotallnsm~ed 

losses, including loss adjustment expenses, by 20%. Assuming that other 

expenses ·would retain the same proportional relationship to losses, the 

total per·sonal injury automobile premium pool would also increase 20%. 

Compulsory insurance features of the blll, however, are assumed to cause 

the proportion of motorists having insurance Lo increase fr·om 84% to 93%. 

Thus, the total premium pool would be spJ.'ead over a larger base, and the 

personal injUl'.Y premlun1 incn~asc would average only 8%. A ~similar anal·· 

ysls pertains in the case of the other. bills. 

Exhibits B present the findings of Exhibits A brokei1 out between first party 

and residual liability components under the no-faulL system. The sums of 

the two columns of ExhibiL B for each bill equal the amounts ln the last 

column of Exhibit A for that bill. 

Exhibits C show the major cost-significant provisions of the bill::=l as sub

mitted for evaluation. Alternative provisions and their cost implications 

are discussed elsewhere. 

LD 1 is a non-th1·eshold bill that Jin,its tort actions exclusively by precluding 

no-fuuH benefits as evidence, F'i rst-party benefits are limited to $10,000, 

with few inside limits by coverage and no offsets, but wi.th no survivor 

beneflts. There is a 12-month duration limit concerning no-fuulL beneHts 

but si.nce losses need merely be determinable during that period, and not 

neccs~>Rrily nccrued, it bas been nssurned that this limit hRs no appreci8ble 

·HII-LII·IAt~ C< HDI1t:llT!:iON. INC!.--·· ---·---CONGliLTING r,c·rUf\lli!:S· 



cost impact on wage loss benefits. Property damage liability and physical 

damage coverages are pl'OVided in the bill, but the cost implications thereof, 

which are not believed to be major, have not been addressed by the study, 

Coverage is mandatory, including $25, 000 liability coverage. 

LD 1420 is a $500 threshold bill that limits no~fault benefits to a rnaxlmum 

of $2, 000 and to an accrual period o£ four yea.t'S. The 20% coinsurance 

feature is assumed to apply to wage loss benefits after deduction of the 15% 

income tax offset. Subrogation is perrnitted only when a tort. claim is pur·· 

sued, which is assumed to be 25% of the time. The threshold applies to 

suits for economic loss as well. as general damages, and includes an ag

gregate exemption of $2,000 in addition to the medical cost qualifying point 

of $500. Coverage is mandatory, including $20, 000 minimum liability 

insurance, 

LD 1425 i.s a high-threshold bill that places no aggregate lirnlt on no-fault 

benefits. The threshold actually is expressed in terms of the requll·emenl 

that disability last six months or more, and in addili.on there is a $5, 000 

deductible applied to general damage awards, <-ilthough it is assumed that 

jury awards will reduce this to an effective $2, 500 deductible. Wage loss 

and survivor benefits are limited to $200 per week, Coverage is compul

:=;ory, including $25, 000 or more of bodily injury liability insurance. 

LD 1882 is a non-threshold bill that limits no-fault benefits to a maximum 

of $10,000, There is no inside limit on medical costs, bul wage loss bene

fits are limitccl to $3, 900 and service benefits to $1, 300, The death benefit 

ls automatic full payment of the maximum no-fault benefit, whether or not 

there are survivors. Premium rat.es from 1875 arc required to be funclions 

o.f subrogation rccovcr·ies Rnd intercfJt earnings, and D~l well to generate a 
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minimum 80o/o loss ratio, but these .future requirements were not considered 

in the study. No-fault coverage is compulsory, but liability coverage is 

optional under the bill. 

Mot.orcycles at'e excluded from compulsory coverage under LD 1B82, but 

are included under the other three bills. No-fault coverage is substantially 

more expensive to motorcyclists than is liabillty coverage. 

Reasonable enforcement of the compulsory features of the bills is anticipated 

by the study. The conclusions drawn are quite sensitive to the insured raUo 

assumptions, and nonenforcement of mandatory provisions wot1ld have an 

adverse effect that could be significant. 

With the exception of LD 1, benefits are overdue if not paid wilbln 30 dayB 

of receipt of reasonable proof by the cal'rier. The m.ontbly interest penalty 

on overdue payments is 1% in LD 1420, l-l/2o/o in LD 1425, ancl 2o/o in 

LD 1882. 

The study is addressed only to the compulsory coverage provisions of the 

bi.lls and not to any optional cleductlbles or incremental benefits that may 

be expected, respectively, to reduce or increase accordingly the premium 

payable by an insured exercising the option. 

Exhibit D presents sorne of the input assumptions to the computer model 

that ls the foundation for the study. The goal has been to set forth those 

assumptions having a relatively high degree of subjectivity in order that 

the c::neful reader rnay unclerst::md the extent (which is moderate) to which 

actuadnl judgment combines wilh relevant statistics to form the input to 

the model. Fot' ex8mple, U is our juclgn1cnt !hat perrnissible charges for 
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providing claim information under LD 1420 will add 2o/o to medical costs in 

the data base. Conversely, it is also our judgment that the one-year time 

limit provision of LD 1 will reduce meclicrd costs by So/o. To the extent that 

these and other judgments are in error, of course, the study conclusions 

will be affected accordingly. 

One of tbe moJ~e important sets of assumpti.ons and statistics is that sup

porting the calculation of survivor benefit costs under LD 1.4.25, Approxi-· 

mately half the total cost under this bill i.s in death costs, which includes 

residual liability and funeral and pre-death medical costs as well as no-

fault survivoJ." benefits. Statistics show the average survivor to be a fem.aJe 

age 40, and His assumed t.hat the decedent, or the survi~;Tor in the case of 

servi.ce benefits, is a m.ale age 43. Wage loss benefits are assumed payable 

for 22 years (to age 65 of the husband) and service loss benefits are assumed 

payable for llfe. Hemarrlagc rates are assumed to be negligible, ln part 

because of the size of the benefit provJ.ded. The rnortalily table used is the 

1959-61 United States W hitc Male and Fem.ale Life T8ble, and tho interest 

rate 5o/o per annum. The resulting death cost p.J:ojection can be seen to con

tri.bute heavily to the cost increase projection under LD 1125. 

Exhibit E denls with the alternatlvc provisions specified in the costing in

structions. For example, removing the dollar threshold under LD 1<120 

would have the net effect of increasing the average personal injury premium 

by 17o/o relative to the impact of the basic bill. Since that impact is ex~· 

pected to be a 15% reduction, as shown in Exhibit A -2, Lhe corresponding 

irnp<lct of the re\rised bill (wlth the alternative provision) may be taken to be 

a 2% increase in the personal injury premium {.lnd a 1% increase in the total 

auto premiurn, 
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A potentir.tlly significant provision in LD 1882 is that which provides tim t lhe 

no-faull carri.er must offer insurance under which group health and related 

benefits would be primary coven1.ge, the goal being to nvoicl duplicate pay

ments. Since this offset package is optional, our basic C!mJ ting of LD 1882 

assumes that the provi.'Jion will not be effective. We have also costed th.e. 

bill on the assumption that the provision would be fully effective in all 

poll~les, however, and the study shows a relative persorwl injury premium 

saving of 15o/o. Accordingly, on this assumption, the revised gxhibit A- 11 

change would be a 6% reducLlon in the avcrnge per.·sonal i.njury premlurn, 

and correspondingly a 2% reduction-in the Rverage total premlurn. Under·· 

lying assumptions are that 80% of the population is covered by basic group 

health insurance that covers hnlf of all medical c.osts and that 40% have as 

well gJ.'oup m.ajor medical i.nsurance thut covers 80% of l.he .other balL It 

is also assumed that. 25% of the population has group income replacement 

covernge that is fully as effective as th.e wage loss provision in LD 1882. 

It has beon contended that the expense level of a no-fault system will depend 

on the type of carrier providing insurance. This contention is not denied, 

but neither has lt been endorsed in the course of the study. The result, of 

course, is the implicit 8ssumption that expenses will not vary by type of 

carrier. To the extent that the assumption can be demonstroted to be in 

error, the conclusions drawn should be adjusted accordingly. II, for example, 

no premium tax is to be payable under one of the proposed bills, the premium 

payable by the e~verage insured motorist will be reduced in direct proportion. 

A similar result will apply if the average commission level Is reduced, 

provided (:here is no offsetting increase in other costs of administraLion. 

As stated above, this study assumes that loss adjustment expenses wilJ. 
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change under a no-·fault system but will not vaJ.'Y by type of carrier, and 

that other expenses wlll not change proportionally and also will not vary 

by type of carrier. 

Exhibit F presents the quallficatlons of our firm, and of the actuaries.in-

volved, to conduct this study. 

Exhibit G briefly describes the computer model that is an important" tool 

of our no-fault costing system, and as well the developmental project for 

that model and system. 

Exhibit H presents a number of caveats pertaining to Lhe slucly results and 

their use, and should be read carefully by anyone having occasion to repr<!-

sent or describe those results to others. 

We appreciate the opportunity to have been of service to the Committee, 

and will be happy to answer any questions pertaining to the study or lts 

conclusions. 

M. ILLIMAN & ROBEH'TSON, INC. 

[;~. c{q,lt.·<~:fL ?tJ, ~J~!:!2£l .. g~.~~!~~:";, . ._~':':--. 
Frederick W. Kilbourne 
Consulting Actuary 
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EXHIBIT A-1 

MAINE - LEGJSLA TIVE DOCUMENT NO. 1 

COMPAHJSON OF 'PRESENT AND PHOPOSED .SYSTEMS 

PRE~SENT SYSTEM PROPOSED SYSTEM 

BoneJ'H 

JVIeclical Expenses 49, 665 318 

Wage Loss 18 1 858 611 

Service~; Loss 5, ~92 364 

Death Costs 758 12,686 

General Damages 47 .• 038 1~ 041 

Total Costs of Above 

Medical PaymentFJ by Option 

Loss Adjustment Expenses 

Total Sys!:em Costs 

Change in Total System Costs 

Overall Insured Ratios 

Change for Average In1:mrcd Vehicle 

Amount 

1'7, 303 

111 522 

l, ~)27 

9, G 16 

48, 916 ··----.-. .. -
89, 314 

9, 343 

__ _!_~-~ .. ?~.S.. 

1171402 

84% 

86, 179 

35,033 

18,710 

1, 533 

38,418 

Change Helated to Total Automobile Insurance Premium 

Notes: 

333 

70El 

358 

9,?40 

t, 136 

1) Injuries shown are numbers of injuries based on a radix of 100,000. 

2) Averages arc dollar amounts per injury. 

3) Amo·unts are in thousands of dollat·s. 

Arnonnt 

28, 656 

24:, 85 3 

14,93.1. 

13~GG9 ....... 'rc~---- .... ~·· ... 

118, 804 

1, 710 

20, 4:58 
,..._ ........ _ .. ,._....._.~--······~ 

140, 9 72 

+20% 

93% 

):<4) Neither these numbers nor the other numbers in this l'epol't should be used 

or released witl1out rc:;ference to the caveats in Exhi.bit II attached. 
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EXfl.lBIT A-2 

MATNE •· LEGJSL!\TJVE DOCUJV[E;NT NO. 11-1.20 

COM1) AIUSON OF' PRESENT AND PI-tO POSED SY STENJ:S 

PH.ESICNT SYSTEIVI PHOPOSED SYSTE~M 

Amount Bct~ef:it .!}.~J~~r:ies Avera.o·e Amount :~!1.J~E~i.~-~. ~,. .. -............. -........... ,_, ·----'2..... -·--
Medical Expenses 49,665 348 17,303 83, 669 330 27,622 

Wage Lor>s 18,858 611 11, 522 34, 635 433 15, 004 

Services Loss 5, 292 364 1,927 19, t166 319 G, 21r1 

Death Costs 758 12, 686 9, 616 1, 589 8,247 13 .. 104 

General Damages 47,038 1., 041 48, 946 11, 280 ---- 2, 559 ~~~'10 

Tota~ Costs o.f Above 89,314 90,814. 

Medical Payments by Option 9,343 4,240 

Loss Adjustment Expenses 18, 745 14,897 ·-----·-----.....-... 

Total System Costs 117,402 109, 951 

Change in Total System Costs ~ 6o/o 

Overall Insured Ratios Btl:% 93% 

Change for Average Insured V.ehicle -15%~:< 

Change Helated to Total Auto Insurance Premium -6%~< 

Notes: 

1) Injuries shown are numbers of injuries based on a radix of 100,000. 

2) Averages are dollar arnounts per injury. 

3) Amounts are in thousands of dollars. 

):•4) Neither these numbers nor the other numbers in this report should be used 

or released without reference to the caveats in Exhibi.t H attached. 
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EXHIBIT A~3 

MAINE - LEGISLATIVE DOCUMIGNrl' NO. 1425 

COMPARISON OP PTIESEN'r AND PROPOSED SYSTEMS 

PR.ESENT SYSTEl\11 PROPOSED SYSTEM 

Benefit 

Medical Expenses 

Wage Loss 

Services Loss 

Death Costs 

General Damages 

Total Costs of Above 

49, 665 

18~ 858 

5, 292 

758 

47. 038 

Medical Payments by Option 

Loss Adjustment Expenses 

Total System Costs 

Change in Total System Costs 

Overall Insured Ratios 

34:8 

611. 

364 

12,686 

1, 041. 

Change for Average Insured Vehicle 

Amount 

17. 303 

1, 82 7 

8, 616 

.i~-'-~2:.?. 
89, 314 

9, 343 

I.~jn:ri~s 

82, 656 

34,270 

14,079 

1, 581 

r/, 300 

Change Related to 'rotal Automobile Insurance Premiu1n 

Notes: 

.~~~E.~~~ 

397 

585 

425 

48, 544 

2, 076 

1) Injuries shown arc numbers of injuries based on a radix of 100,000. 

2) Averages are dollar amounts per injury. 

3) Amounts are in thousands of dollars. 

A.mo11nl: 
w.-.>•'-<-n•-*'•••''•~•...-.. 

32,788 

20,051 

5,9'18 

76, 906 

15, 15? ,.... _ __...,.~ ........ .,...,. 

150,890 

l?..L~.~ 

168, 840 

+4:4°/o 

93% 

+30o/o>!< 

+ J 2o/o )~ 

>!<4) Neither these numbers nor the other numoers in this report f>hould be used 

or released without reference to the caveats in Bxhibit n attached. 
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EXHIBIT A-4 

1\II!\JNE - LEGISLATIVE DOCUMEN'I' NO. 1882 

COMP AHISON OF PRESENT AND PROPOSED SYSTEMS 

PRESENT SYSTEM PROPOSl'iD SYSTEM 

Benefit 

Medical Expenses 49,665 

V\'age Loss 18,858 

Service Loss 5,282 

Death Costs 758 

General Damages 47,038 

Total Costs of Above 

Medical Payments by Option 

Loss Adjustment Expenses 

Total System Costs 

Change in Total System Costs 

Overall Insured Ratios 

348 

611 

364 

12, 686 

1,041 

Change for Average Insured Vehicle 

Amount 

17' 303 

1, 92 7 

9, 616 

48, 946 --... ....----· 
89, 31tl 

9, 343 

1 8, 745 -·--

8 4o/o 

Change Related to Total Auto Insurance Premium 

Notes: 

7S, 946 

32,270 

18,215 

1, 490 

39,542 

366 

-139 

25'7 

16,001 

1,-102 

1) Injuries shown are numbers of injuries based on a radix o£ 100, 000. 

2) Averages are dollar amounts per injury. 

3) Arnounts are in thousands of doJ.lars. 

Amount 

27,'777 

4, 6 7(i 

23,841 

43,500 
-··------· ...... ~--

114~ 010 

1, 787 

18, 598 
............. __ ...... "•¥¥ ........... 

131 .. 395 

8Ho/o 

>:<4) Neither these numbers nor the other numbers in this report should be 11sed 

or released without reference to the caveats in ]~x:hibit H attached. 

0/20/?~ -11-

· · M I l. I. I 1·1 A N f'< R ll f1 v: n T L7 D 1·1, I N r;. · ·· c; 0 N ~3 iJ I. T I t-1 U 1\ C T ll 1\ f< I r-:: l'> · 



EXHIBIT B-1 

MAINE- LD 1 AND LD 1·120 

NO-FAULT AND RESIDUAL LIABILITY COSTS lN PHOPOSED SYSTBTvlS 

L. D. /11 L. D. //1420 
--~---··~·- ... -- ... ~ ................. -~---·-~-· .... -.··------- ... 

Benefit No-Fault L~a~~li~y- No~·Fault J_,i~~~-~~L ~---~- ---~ .. , ... ...,.,, N~O- .. , ...... ··~ ~ --· ... ~·--·- ~--.... --~~ 

Medical Expenses 25, 829 2,827 20,440 7 ~ 182 

Wage Loss 23, 264 l, 589 11,326 3, 6 '78 

Services Loss 6, 382 323 4,960 1, 254 

Death Costs 4, 865 10, 066 3,064 10, 040 

General Damages 
... ......-... ... ---· -~~L~-~-~ --..... --.......... .. -. 28.870 ---..-.--------·- ·--

Totals Above 60, 340 58, 464 39,790 51,024 

M.edical Payments 1, 710 4,240 

Loss Expenses _7,921 1:.2 •. _?_3 '7 ~-?2. .~7.!2, 
Total Costs 69,971 '71, 001 49,252 60, G99 

Note: Entries are in thousands of dollars 
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EXHIBIT B·-2 

MAINE- LD 1125 AND LD 1882 

NO-FAULT AND I\ESIDUAJ_, LIABILITY COSTS IN PHOPOSED SYSTElVIS 
-~ ... --N .. '' ........ __ . ___ .,._ • ""' •••...- ~ ...... --~---·---· ... ---... ,_, .. __ ,_..,.,,_,,,,,...,_,~-.. --.... ._.,..._,_._. .. , .. ·~ .. ··---------........ -... -~ ..... ~_. .... ,,._,_ ~----~- .. .,-~ ,,_. .,. _ __,__~··----,.,...,.,_ ... ~ ·-....._..·~-.. -.-,..·-

Benefit 

Medical Expenses 

Wage Los.s 

Services Loss 

Death Costs 

General Damages 

'rotals Above 

Medical Payments 

Loss Expenses 

Total Costs 

L. D. //1125 

No··F'ault 

32, 238 

19~ 148 

5, 755 

70, 201 

127, 342 

140,648 

560 

903 

223 

6,705 

lf~1.L~.~ 

23, 548 

2 8, 192 

L. D. #1882 

No-FauH 

26,710 

9,771 

2,640 

14,000 

1,78'7 

60, 808 

1, 06 7 

4, 385 

2. 036 

9, 841 

60, 889 

73,5B7 

Note: Entries are in thousands of dollars 
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EXHIBIT C-1 

MAINE - LD 1 AND LD 1420 

SIGNIFICANT BILL PROVISIONS 

PHOVISION L.D. #1 L.D. 111120 
............... ~ ........ ~-.--~-·-~ ... ~-

____ ..... ___ 
___..... ........... --~··"<'""'""~ ... ._-

No-fault benefit maximum $10,000 $2. 0001.< 

Specific medical cost limit None None 

Wage loss limits: 
aggregate None None 
per week None None~ 
duration None 4; ,Y0. n r· r; 
proportion 100% aoryo 

Service loss limit None 4 years 

Funeral benefit $2,000 $1,000 

Survivor benefit None $2, 000':' 

Threshold: 
economic loss None $2,000 
general damages None $500 medical':' 

Financial responsibility $25,000 $20,000 

>:<Note: Alternative provisions are covered in Exhibit E. 

9/29/73 -14·-
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MAINE - LD J 42 5 .:\ ND LD 1882 

SIGNIFICANT BILL PROVISIONS 
.. ___._ .......... __ .. -.~.-........... _.--·--·~"'"--- .. - ...... ~-·---.. ~-·- ... 

No-fault benefit rnaxirnum 

Specific medical cost limit 

Wage loss limits; 
aggrcga te 
per week 
duration 
PJ.'oportion 

Service loss 1 imi t: 
per week 
duration 

Funerc.ll benefit 

Survivor benefil 

Threshold: 
economic loss 
gene l'al damages 

Financial responsibi.lity 

No limit 

None 

None 
$200 
None 
100% 

$200 
None 

$500 

$200 per week 

6 months disability 
$5, 000 deductible 

$25, 000 

>:'Not(!): Alternative provisions are covered i.n Exhibit)_<;, 

9/29/73 
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$10, 000':' 

None 

None 
$150 

26 weeks 
7 5o/o 

$50 
26 weeks 

None 

$10,000 flat 

None 
None 

No change 
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EXHIBIT D 

lVI A INE ·- FOUR BILLS 

SJCNJ:Fl CAJ:-n· INPUT ASSUMPTIONS 

1) Rehabili.tcll:lon provisions will add 5o/o to medical costs included i.n tbe 

data base (1420, 1425, 1882). 

2) One~year i.ncurral period wiJl reduce medical costs by 5o/o (1) while 

8 Iour--:year· period will i'Wve 1o/o (] 120). 

3) Li.beral injury definition and charge,s for providing claim information 

will each add 2o/o to medical. costs (1120). 

1) Medica] costs beyond .$10, 000 per claim will add G0/o to medical costs 

limited to $10,000 per claim (1425). 

5) Medical and wage loss costs will be reduced f5% each by offsets for 

workmen's compensation (1420, 1425, 1.882). 

6) Government program offsets wil.l reduce medical costs by 2o/o undc r 

LD 1420 and LD 1425, and by 5o/o under LD 1882. 

7) Income tax offset provisions will reduce gross wage loss costs by 

15o/o (1420, 1125, 1882), 

8) Wage loss cosl.s beyond $10, 000 per claim will add 10% to \Vage loss 

costs limited to $10, 000 per claim (1425). 

9) 25% coinsurFlncc will not reduce service benefit costs due to the $50 

weekly benc.fil maximum (1882). 

10) Survivor benefits ::ue based on population modality, a.r.e discounted 

at 5% interest, and continue until the decedent would have reached 

age G 5 (14 2 5). 

11) SubrogRLlon by Lhe no-fl:lult carrier wiH nol reduce survivor bene-

.fitf.o rcccivcrl from the liabilHy cc:~rdcr (all). 
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12) Average liability li.mi.ts will be $5,000 greater than the financial 

responsibility minimum (all). 

13) Persons with nonsedous injuries yet eligible to tal<e tort action will 

do so 75o/o of the time under J..J) 1, SOo/o under LD 1882, 95% under 

LD 1420, e~nd 100% under LD 1425. 

14) Persons with nonserious injuX'ie~i and Lncllglble t.o take tort action 

will nonetheless do so 5% of the time (1420). 

15) Exclusion of diagnostic x-·rays and rehabilitation expensef! over $100 

causes a $500 threshold to be an effective $550 threshold (1420). 

16) Bconomic lasH lawsu.lls are peJ:'mitted for wage loss beyond $200 

weeldy jJl c<HJe of serious injury only (1425), 

17) Purchase of medical payment£> will be reduced one-half ·with a 

$2, 000 maximum (1420), four--fifths with a $10, 000 mu.xi.mum (1, 

1882), and wlJ.l be eliminated with an unli.mitcd medical benefit 

(142 5). 

18) Loss adjustment expenses will chnnge from 19% under the current 

sys lem to 25% I or general damage<; residual liability claims, 1 Oo/o 

for clealb claims, and 13% for no-J'ault benefits wilh full subrog-ulion 

(1), 12% wi.th parlial subrogation (1420) and 11% with no subrogation 

(1425, 1882). 

18) Compulsory immrance features will c<tuE;e one-fonrllt of those now 

uninsured to purchase insu.r·ance under LD 1882, and one-half to do 

so uncleJ~ the other bil1s. 

20) The personal injury premi.um averages 4.0% of the tot<J.l automobile 

insurance premium. 
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EXHIBIT E 

JVIA INE - LD J 420 AND LD 1882 

ALTERNATIVE COST STUDY PHOVIS!ONS 

Maximum Thresh- Adjust- Revised Revised 
Bill Benefit. old ment J!:~ju.Ey) (Total) 

.......... , ......... ,....,..., ........ ~ .. -~ .. ~ .... , ... .--+-··-·-.. ,.., ..... ¥ ............. ~.,,.,..,.._+···-~·· .. 'fl ~~-.,...~~- -.. -~ ... ~ 

1420 $ 2,000 0 +17% +2% +) o/o 

14:20 10, 000 0 +27% +12% +5% 

1420 10,000 500 +8o/o •. '7% <>% 

1420 2,000 1, 000 -4% ··19% -8°/o 

1420 10,000 1, 000 +5% -1 0°/o -4°/o 

1882 2,000 0 -'1% +2% +1% 

1882 5, 000 0 -3% +6°/o +2% 

Note: Adjustments shown are to the Exhibit A changes for average 

insured vehicle in personal injury premiums payable. The revised 

Exhibit A changes for each alternative are also shown as applied to 

the personal injury premium and Lo the totnl automobiJc; insurance 

premi.um. 
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EXHIBIT F 

MAINJE COST ESTIMATE STUDY 

IVIllllman & Robertson, Inc. is an independent consulting actuarial firm 

with h8adquarlcrs in Seattle and offices in fifteen other cities throughout 

the United States and Canada. Ownership of the firm, which began opcr-

a tions in U:J-1'7, is entirely in the bands of actuaries in its employ, 

The professional s taf£ of the firm includes five members of the Casualf.y 

Actuarlt-tl Society. Contributions to tl1ls fitudy were as follows; 

1) Frederick W. KlJ.bourl?e, FCAS - prlmnry 

responslbillLy for the study, 

2) Janet S. Grnves, A CAS - secondary respon-

siblllty and opera Lion of computer model. 

3) James R1 Berquist, FCAS - peer revi.ew of 

study conclusions and final report. 
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EXHIBIT G 

MA INEJ COST ESTIMATE STUDY 

NAIC NO··FA ULT COST ESTIJVIATING PROJBCT 

The costing method used in our study ba.s at lts foundation the computcrlzed 

model developed by \ls for the National As!:>udatlo11 c;[ Insurance Con1mjs-

sioncrs vvith funds provided by the federal Department of Transportation and 

the Ford Foundation. The sole purpose of this model is to facilitate eval-

uation of the cost. irnpli.cati.ons of proposed changes in an e~uton1obi.le insur-

ance system, genernlly from a tort basis to a no-fault basls. 

The model operates by postulating a dir;trlbuti.on of persons injured in auto-

mobiJe accidents. Tbe cost of these i.njuriE:!S is then evaluated under each of 

the insurance systen1s (Lort and no-fault), and total costs arc then compc:n"ed. 

The d.lstrlbution o.f injuries recognizes such factors as vel·dclo type, severity 

of injury and the number of vehicles involved. The cost of each injury re-

cognjzes the amounts being paid under the current t.ort system, and first~ 

party benefit provisions in the proposed no-fault leglsl8tion, and any resl-

dual tort rights under no-fault. The model also lakes into account such 

factors as the eligibility for first-party benefits of various vehicle types, 

the percentage of vehicles lnsurec.l, the provi.slons of the assigned claims 

plan, the number of injuries in the stale involving out-of-stale vehicles, 

and the number of injuries occurring outside Lbc slate. 

In addition to bodily injury llabilU:y coverage, the model also recogni7.es 

the presence of uninsured motorist and medical payrnents coverages under 

the current system, and m al.;:c:lS assumptions about the extent to which they 
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will be continued under the proposed system. Changes in loss adjustment 

expense lcvc ls are also taken into account. 

This description ~overs the logic of the model; it must also have datR to 

which the logic is applied. The pdnclpal data b<1se has been the accident 

statistics deveJopcd by the state motor vehicle departments, and the clo'sed 

claim survey conducted ln 19G9 as part of the Departn~ent of Transportation 

study of automobHe Insurance, This data bas been analyzed on both a nation

wide and a state-by-state basis, and has been specifically tailored to Mai.ne 

for the purpose at: hand, Other data fJources, both insurance and non-in

surance, have been utilized, a.s has a fair mnount of considered professional 

juclgm ent. 

This profesBlonal judgment in an inescapable part of any cost evaluation of 

no-fault propo[·>als. The model attempts to predkt costs under a new and 

sub~:ltantl8lly changed system, and wbile we believe Lba[: we have been E\S 

independent and objecl:ive ets possible in our judgment.s, they are judgments 

nevertheless. To improve our judgrnents, we have visil:ed tbe states of 

Massachusetts, Del<J.waro, and Florida, each of which has had a no-fault 

law in effect for over one year. Vle have reviewed our model wi.th numerous 

other casualty ar!tuarjes famHi.ar with no-fault costing, employed by both 

insurance com.panies and insurance deparLmen ts. But, in the las l anrJ.lyf:;is, 

these are our own independent conclusions. 
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EXHIJ3IT B 

MJ\INE COST ESTIMATE STUDY 

Cl\VEATS PERTAJNING 'T'O NU\VJERICAL l\ESULTS 

Allbaugh the conclu::>ions presented in this report ore probably tlw best es ti.-

rnatec mrailablc, il must be recognized thnl tney are nonetheless subject to 

a rather low clegr·cc of certainty, as well as being very susceptible lo mlsi.n·· 

terpretntlon. We thus feel com.pelled to specify lhat those conclusions not be 

used nor releaf>cd except in conjunction with the following caveats: 

1) Premium. change indications are generally expressed in ierms of the 

0 peoplc clamagc 11 portlon of the average automobile insurance }ire nlium, 

without regard to the more costly "automobile clam::tgc" pcn·Llon. The ex·-

pecleu impact on the avcr·age total Hutomobile insurance prcrnium is sub~ 

s tanti.ally smaller, as shown in Exbibi ts A. 

2) Premium change i.ndications refer to the nvcr·age automobile insurance 

premiurn, without clJntinction as to type or ust'lgc of vehicle. Inclusion of 

motorcyclist~; under the no-fFJ.ult law, for example, may be expected to in-

crease premiums greatly for this group of rnot.oriE>ls. 

3) Otn' study·did not deal wllh the expected changes in raling classific8"" 

tJons :J.ncl territori8) relativities, which may be subs Lan Ual. Gene rally 

speaking, urban a1·eas may be expected to experience resulls sornewhat 

more favorable than shown, and rur8l areas significantly less fuvorable, 

4,) Tho cost impli.cntions of the input assumptions and supporting dato 

base lo the model should not be overlooked nor underestirrte~tecl. This is 

particularly true where there is a cornbinalion of uneerLainty und cost im·· 

pact, ~mch 8.S oi psychological factors affecting tol't action ratcp, and large 

rlrsl·~p<tJ'Ly ]osscs based on Bp8l'Bc data of limit.ccl appliull:Jili.ty to no··fa\1l.t 

auto Jw;uran('C. 
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Ou:c study dcn1s exclusively with the relCJ.tivi.ty beL-ween the current 

m1cl proposed systcn.1s, and nol with inadequnci.cs nor reclunclancieB in 

cm·rent premium rates. 1VI andCJtccl pl'CDJium 1.'8tc decrease provisions, 

which Viere not adcl)'cSfWd by ow~ ~;tudy, should be evnltw.ted wHh thjs 

cav~::~.t prominently i.n mind. 

6) 1\ ttcnti.on bo.H been gi.vcn Lo t.he 2.utomobile insurance syster.n only, 

and no!: to the effects of cbo.ngc:.s ln that sysLern on other lines of insurance 

or public institutions or pe.rsonal finances. 

'I) The firldi.ng[> prcsuntccl in this report reflect no more th::n1 an r.1ttcmpt 

to predict the rcJ:di.ve cost lrnpli.cations of pass8go of a particular bi.JJ, and 

not the effect.<:; of various oUw.r i.nfh1ences on alltornobile insur&ncc premium~>. 

Sucll influences c:~rc rnany~ nnd include changes in automoblle snfety fcalure~;, 

enfo.reement of driver standa.rcls 1 and general economic conditions, \:o ns.me 

a few·. 

l·l \ L l. ll·ll\ /' H D LJ L i\ l'!i I! 1~, Ill C:. • ......... --r;ll J·J H U I. r I H (I /, L;"f l.l />. [{I I~:....... •· ·--- ..... . 


