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MA . SDANGENBERG (Continued) : but innocent victims

who have a claim are not being paid in HMassachuselts.
They aren't making claims.” Why? Oplnion IHesearch

did a study and found 34% of the peonle who had

legitimate claims had never filed them. Why? They've

go
e

been trained with collision insurance, Put in a

1

T

Little claim, you get a surcharge, Pay an extra pre-

mium for three years. It's bigger than the claim

vou're going to get;it isn't wortik it. 3o they

don't put in claim

11

Now, that may make an interesting actuarial
figure. I think it makes an interesting legis-
lative figure, too, 7VYou want to go for a system
in which the insurauce company can hammer people over
the head on these claims as they do with collision
claims. I would hope you don't,

But to go on, with the final result of the cost

data, Professor Williams came in. He didn't make an

independent study. He just averaged all the others,
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M, SPANGCENBEAG (Continued): But I'll tell you

what the NALY document said. It said, "With
paying 11% more because of assigned claims, which

is in the bill, comparing this to the man who pays
standard premiuwmas, who buys 10-20, your average
constituent, 10-20 and 5, that's what he buys. Vhat
will it -~ the UMVARA bill do to his premium? He
said it will increase his bodily injury premium by

80%, on our figures, ut he said, we will report only

o

.

409 hecause you are takiang away his right to recover
. (] <

Q

for property damage, so he's going to have that loss

N

1y

¢

all by hiwmself, and he won't have a PD premium. So
we'll take the premium saving and that will reduce
the increase to only 40% increase, But bear in mind

the workman who buys the transportation special four

1

use the

)

U

years old to drive to work and is careiful bec
only protection he has is that he can't collect his
damapges and get it fixed if someone rear ends him at
the light. And I was told he will mever collect Tor
that, unless you want o buy $100 deductible colli-

sion., He'll say, "What! On that old car? The pre-
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MR, SPANGENSERG (Continued): niuwm is worth as much

s ¥ . -
i he can

=t

ags the car,'" So he'll just take the loss.

buy it and does, he'll lose the $L00 anywvay. So
those costs are in the systen, whether you include it

in your pramium calculation or not. I'm going

All the actuaries were doing, was taking thelr

0]

own closed claims. All of them said, "We don't know
whether our fTigures are right, because we don't know

how many single car accidents there are, We don'

pay them, so they don't get in our files, We don't

know how many people trip and fall, getting out of
their automoblle, and will be paid under UMVARA, Or
break a leg in the house and if they have a little
laxrceny in theily hearts, will say, "I tripped and
fell getiting out of the automobile," These will be
uninvestigated accidents. I don't think there will
be much of that, I have great faith in the bhasic
hounesty of American people, Put there will be some

~dional cost not now kaown,

"}‘

PR
ACHCEL T

But let's turn to the DOT studies which started
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MR, SPANGENRERG (Continued): it all, You
ounly collecting 34 billion in premiuws at th
time of the study. VYou have to collect five
more to pay the seriously injured., That means

premium has to double, doesn't it? Now,

billion

the

can you

really beliecve an AIA actuary who said, "Ve will
pay all the serious losses for everyone and Lif will
cost vou less?'" I don't think you can,

The name of the game is cash flow, as I saild.
Now, let me turn to another point, And I'1ll be
brief, No-¥Fault originally was advertised to the
American public as a way to pay all vicitims, all
losses, and cut your premiums 15 or 20%. ¥We now know

it cannot cut premiums 15 or 28%., It has to
them,. Increasing them in unacceptable. So

sent game is to run the computer and see, ca
pay all victims some losses, which would inc
premiums, but somenow steal away the rights

cent people and add thatlt money baclk into the

rease

"~

of inno-

pot

and



[, SPANGENBERG (Continued): l2t’'s not incresase
premiums too much, Yvery legislature I've bheen

» 1

befove recently and in the documentary that Me, -~

T
i3

T
L
-

1}
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Professor Keeton and I wrecently cut with others,
some insurance company people, the new line of
insurance industry is Ho-Feult with stalilized pre-
miums. Stalllized, that is, if you enact our No-
rault plan, premiums will not rise

The point is, if you do nothing, premiums

«

have to come down aboul 15%. VYou don't have to

premiums up, not to get them down, Let me give you

some proof of that. ALl mutual insurance compaunites,

all lines, 1263, underwriting loss, 5%. 1971, under-

-—l-

writing profits, 7.3%. That's extravagant. 13% turn
arvound in two vears, You wanl some real shockers? I
suppose you think collision premiums might go up, be-

:

cauze it cosits you more - much move to repair cars,
Underwriting proficability has shown a 25% turn around

in two years, from '6%9 to '71l. Why? DOT standavds for
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MA, SRPANGENBERS (Continued): safer cars, Iunjuries
TGRS dowan, damages are going down, deaths

going down, the vates are colng down, You o't

how wmuch 11 means to you to vride in a carxr

©

T
3
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acyoss the steering column., Aand I'11 tell you, o
man in the United States wearing o seat belt died last
veay in any crash ia which- the dwpact speed was less

car does

than 60 miles an hour, Now,

daiffervence, It reduces dnjury, which reduces claims,
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which reduces pay-offs, which
Unless you can invént some systom to keep them up.
Lova, T do have all the numbers from Best's, for all
of you on what's happened to the iusurance proemium
dollar, all compaunies, all liucs, for the last decade
It will be illuminating to you and will answer many
of the puzzlers, I'm sure, on the iusurance compaunies'
1872, I have also a report frowm the "Wall Street

Journal,™ Thogse full figures are not out, yet. But
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) T can gquote them.

MR, SPANGENBERG (Conitinu

9]
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Undexwriting profitability showed a gain of 1.1

billion and iwvestment income showed a gain of
2.65 billion. Gain! TIn '72 over '7L.

Yeu don't have to worry about the threat,
that 1f you don't do something, that insurance
rates will continue to rise. I think what you
should worry about is being conned into saying
that you ought to enact No-Fault of a particulax

4

plan to keep rates from rising, when its only

h

purpose 1s to keep them from going down. So the
final point on threshold, 1 think, is important,
I'11 £inally get to philosophy.

I debated Dean Cowan who was head of the
Drafting Committea. I'd met with Senator Hart, who
is an old friend of mine, and testified at Congres-

1

sional hearings. I've heard over and over again, the
same story. Someone has to sacrifice., FEveryone has
to give up something. Now, the man who is injured

in an accident gives up some of his vrights. I quote



MR, SDANCENRELG (Coutinued): you directly from ©n

docunments themselves., You wmust give up sone

in order to receive the benefilts of UMVARA and the

other MNo-Fault plauns.,

Let me make one point stirvongly at ithe outsel.
UMVARA doesn't give you any benefits at all, MNo
plan gives you any benefits, They're all compulsory
insurance plaus. Does you life insuvance gilve you
benelits? Or do they say instead, "If you pay pre-
miwms on your life then we'll pay you when you die.™

)

i

ft's a straight contract. And that's all there is
to the No-Fault DPH'iitSb

Well, they don't give you a choice as we have

88

with life insurcance, I can buy it or. . noi and as much

ags I want or mnot., Y can buy medical "pay' or not as

I choose., And I do. Indeed, Y can huy aw

(o
©

offers i~

b
i
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apility, wage loss lusurance,

Hewitt testified in Grace vs. Howlett in Illinois on

&

what vas Allstate's record with its policy nolders,

1)

knowing they offered Loth medical pay and wage loss
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ility insurnnce.

policy holders do volun-

2% of our policy holders

o

do voluntarily buy wage proteciion iwgsurance,' which

3

indicates to me

4

it isn't very popular. And why?

They aliyeady have i{, through Union plans., They

o

don't want to pay two premiums even if they could

g1

collect twice, They would rather pay just the one

premium, which they do by working and get the bhenefi
& b S o >

<

S

&

S0 wage loss is not a popular form and you'll find no

.

public demand that it be given to the public —- i suppose
if it were giyen ~- put no popular demand from the
public that you wmake them buy it. It's one kind of
insurance they hawve shown no great interest in buying.
But whatever the plan says, the motorist has to

buy it, he has to pay for i- Vit A f

o
™
=)

) he gets injured and

collects nis benefits,; he's don2 no move than get the

-

henefits he has prepaid,
Now, let's look at the other side saying, "in

1

order to be compelled to buy the insurance and pay

e
ot
)
O
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Continued): premium, you nust

give up certain rights and everybody does." What

3.

I object to is the bhland sitatement, "evervybody
o

gives up sometiing', or the paralliel statement,

o sacrifice," Because &

(s

"someone has

=

in the whole world that sacrifices at all

—

0}

persoi
i85 the responsible, law-abiding, decent citizensy
who 15 on his side of the road obeying the speed
Limit, who didun't crash the stop sign, who had

light, or was standing at the light and was rear-

=)

ended, Who gives up any rights The only one who

[ Raad

has them is the best driver, the responsible driver,
the perfectily innocent victim. Under Ho-Fault they
say, '"That's the man we're after., He's the sacri-

.

ice we demand., He mnust give up his rights to

e

general damages, because we are overpaying small
claims." Well, how much will you.say that —- we
exact this sacrifice from the innoccent vicetims., You

don't exact it agalnst the guiliy viciims. 7They

didn't have the right {o begin with., The man on

- QO...
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road givesg Some

up

cost of benclfits

road, That's all

W (Continued): the right side of the
rights in order to pay addlower the
to the man on the wrong side of the

the threshold means, whether it

1

dolilar threshold, like some of the bLills, or the
verbal threshold of UMVABA,

What do the dollar thresholds mean? I'll leave
you a sheet on that, Medical expenses, total medical

spital

of

statistics, 92.4% of all victims, That is, if vou
adopt a $500 dollar threshold, you're saying to
over 2 out of 10 people, "We take away your rights.
You are the sacrifices we demand," Hedical bills,

, 96.7% of all victims, Medical
less than $2,500 another favorite

threshold figure, 53.1%.
MRE, BROWN, the reporter: Wicuse me, sirv. Can you
vailt just a wminute until I flip my tape?

M, SPANGENBERG,  Be happy to.

short

(&

recess was the

M

n o na
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MR. SPANGENBERC (Continued): One Tinsl number, if
you can bear a little more. You've been told how
the system will work 1f we can reduce the payment
to the small claimants. 1 think you should be advised
that in the United States 56% of all cases settled,
are settled for less than $500 apiece, For wage loss,
medical loss, replacement service loss, general
damages, disability payments or whatever. Now, it's
true that you can by artificlal standards tell people
that they are not people, ‘that they are plastic chips
or pocketbooks, T don't know how you're going to
meagure the dollar logg, and their disabllity and
hurt will be on their own. But if you do, you should
know that, paying 56% of all cases less than 3500 o
settle them, uses up only 7.8% of all the claims
otherwise paid. So there isn't very much blame to go
get and save. You can't pay your cost out of that,
paying the seriously injured victims.a 3.4 billion.
It's just not mathematically possibleo

The issue whether you should treat people as
computer data or should deal with thém individually,
I would suppose depends on your opinion of Americans.

T'm an old-fashioned liberal. I was raised to believe
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MR. SPANCGENBERG (Continued): that there 1s a difference
haetween right and wrong and I was told you do have a free
will. T believe it. I think I have a cholice as to what
I do, and I think I'm responsible for what I do. And I
think that's the true American dream.

Now, there are others who don't think so., You
probably don't know that one of the DOT studies was by
a psychiatrist named Pryitt, who gald that anyone who

ta)

thinks he has free will or is responsible, is suffering
from a hang-over of the Puritan ethic. This is a basic
fallacy in the Judeo-~Christian thought. That in fact
no driver 1ig capable of controlling his own responses.
He is elther too aggressive,to De restrained,or too
simp ] to know what he ghould b2 doing. nd therefore,
you should not say he is to blame when he runs the

; or leaves the curve at night.

T think Pryitt needs a psychistrist. I am cer-

~tain of my bellef. And if you'll look at an issue of

"Pime" about four weeks ago, you'll read of that debate

among the psychiatrists, saying that most of the modern
men in this fTield say the future of America depends on

the acceptance of the belief that there is individual

egponsibility. That people do make individual choices
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MR. SPANGENBERG (Continued): and must be held

accountable for the choice they make. IT'm Hotally

j=de
9]

pelleve there

pween right and wrong and I hope you

do too.
SENATOR COXo Thank you. Are there any questions?

You've done your wowk well. Thank you.
MR, SPANGENBERG. Thank you.

SENATOR COX. Any further opponents?
REPRESENTATIVE McTBEAGUE. WMr. Chairman, I'm Pat
McTeague from Brunswick. I will repeat what T said

yesterday about Representative Trask's bill in regard

to the undefined and completbtely incapable of belng

defined terms. I congratulate Professor Keeton on his

candor. I'm reminded of that same problem.,

There is another point of the bill, just one,
that I would like to make. The promise of lifetime
medical care sounds good, particularly to a not so ol

-

old fashioned liberal like me. If I may have an asid

D

for a moment, I am a staunch believer in National
Health Insurance, and I hope we have 1t very soon,
because I think everyone should have all his bills

paid.,

o«
D

~

a,

e
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REPRESENTATIVE McTEAGUE  (Continued):

]

2ulb let's look at thig bHill and seec if we've

165

1

really been given the right gcore. Lifetime medical

je]

o

henefits will admittedly affect few people, but it
will be real important to those people. And it's a
good idesa.

The only thing is, with this blll it is not a

sure idea and I°11 tell you why. Because Soclal
Security benefits are a subtractable from the bill.
And because I just called the Augusta Social Security
office to check on the effective date when Medicare,
which as I understand is unlimited in amount, although
there are certaln fairly minor subtractables in it.
But Medicare, as of July first of this year, would be
available to every person sick, injured, no matter
what the cause, if he is disabled, if he is receiving
Soclial Security disability insurance and hag been re-
celving it for two years.

So with the greatest deference and respect at
this time, gentlemen, to the Pro sor at Harvard
whose work in other fields including trial tactics I

have enjoyed and I hope used with a mild degree of

pride, T would have to state ‘that T'm afrald the
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1.

REPROSENTATIVE MceTDAGUE  (Continued): current state of

nedical Dbeneflts are zoing to be lifetime, and when the
Federal Law ag of July first of this year, which is of
course before the effective date anyway, says, "No; Tthe
Government, through NMedicare, is going to be paying
your bills."” That's a subtractable here, as T undeyr-
stand it, and if I'm wrong, [ hope I stand corrvected.
But that is an attempt, I'm certain not intentional, in
effect, 1t is an attempt to delude us.

Medical care on a lifetime basis in my opinion as
an old lins Democrat and maybe as o social Bemocrat,
should be paid by the Govermment under a social insur-

n

ance system, just like our Social Security benefits

-

are,; Tor bthe principal reason, that way everybody

ets

a3

o0 %
)

coverad, and the coverage and efficiency, which we have
talked about Blue Cross, the efficiency itsel?® is
superior, far outstrips any insurance company. 1 am
amazed ‘that anyone would try to sell a bill, based on
lifetime medical benefits, as a reason in the bhill,
talking about Social Security, and the Government will
actually end up paying. That is an illusion and I'm

certain this Committee will spot 1t and other illusions
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REPR®ES BAGUE  (Continued): in the bill.
Thank you, Wr, Chalrman.
SEMNATOR COX. T™eank you, Mr, Mcleague. Any questions?

None. Thank you. Any further opposition? Anyone clse

who would like +to speak in favor of the bill? Anyone

I
who wishés o speal, may speak, for or against.

MR. LAYWRENCE. Mr, Chairman and members of the Com=
mittee: my hame is James H. Lawrence, Christian Science

Committee on Publication for the State of Malne. In

1,

this capacity I represent the Christ

o
£L

ilan Scientlists o

this State. I have two brief amendments to present,

.

which I can give in writing

gimilar to the ones which

$ PN

I proposed to the other bills yesterday and can save

your time, 1f you'd like me to Just present them to your
ccretary.

SENATCR COX. Thank you. Anyone else wish to speak?

MR, LAYRENCEH, May I do this for both bhillg?

SENATOR COX, Yes, 1f you would, please

MR, LAVRENCE. Thanl you. | -~ (See Appendix)

MR, FRANK HOGERTY. Mr. Chalrman, ladles and gentlemen

) .

of the Committee: I agree with the others that we are
indeed honored to have Professor Keeton with us today.

I heard him speak several years before on his original
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MR, HOMERTY  (Continued): persocnal protection, hasic
protection plan,

A VOICE. A 1ittle louder, please. We can hardly
heai you, rrank.,

MR, HOGART My main purpose for appearing before you
today is to present to you, <onme more actuarial review

e3 do dilsagree.

e

tnat actuar:
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t I made yegterday, and T

W

This ig the very point th
think it behooves the Committee, and I respectfully
recommend, that the Committee undertake its own actu-
arial review, on any bill that you finally decide upon,
before you recommend to the full House and the full
Senate, your "ought to” or “ought not to pass."” These
figures I gave you yesterday, the ones on ID-1, I will
talke the Llibevty of referring to the three bills, if
vou'll bear with me. The ID-1 biil, I gave you yester-
day, in three categories, A, B & C. The 1D-1420 fizures
I did not leave with you because of the urgency of the
time yesterday and [ will now give those to you.
(See Appendix

Category A, and for those who were not heres yester-

day, and do not know what those categories represent,

Category A is based on 20/40 BI, 20/40 Uninsured Hotoris

N

Ty
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MR HO 7Y (Continued): and 10,000 PD. The ILD-1420
actuarial review shows a decrease of 4% under this
Category. Cabegory B, which represents a review based
on 20/40 BI, 20/L40 Uninsured Motorist, and 10,000 PD,
plus $1,000 medical payments.

By the way, I did not identify myself to the
Committee, I just happened to think. I take too much

the

-
~1
»
[t
jAY]
i
=
T

for granted!l My name is Frank Hogar:
Insurance Commigsloner.

Category B is a dascrease, that shows a decrease
of 10% on the rate level. Category C, 20/40 BIL, 20/40
Unins HPQd o st, and 1,000 med pay. This ¢
¢ is the elimination of property damaze to our consi-
deration. Category € under ILD-1420 reflects oxr shows
a decrease of 17% in the rate level.
REPRESENTATIVE DESHAIES. Excuse me, Frank. Could you
go over that C again, please?
MR. HOGERTY. The coveraze is 20/40 BI, 20/40 Uninsured
Motorigt, and 10,000 -~ I'm sorry, 1,000 medical pay-~
ments, No PD. And the actuary projects a decrease of
17% in ‘the rate level.

;

Now, on the figures before the Committee, on

ID-L425, which T zave to Professor Keeton on this,



MR, HOGRRTY (Continued): probably the one he was
referring to, which you have before you, here agaln,
it ig based on these three categories. Category A,
the actuarial projection shows an increase of 137,

Category B shows an increase of 6%, and Category C

of

shows an increase of 10%. I would venture to say

that probably, Philip Presley, who ig the actuary,
which we have consulted, for this preliminary review,
and by the way, this 1s preliminary, would agree prob-

U3 v

ably and be closer to the NAIT actuary than Professor
Keeton since he has come up with increases.

The benefits under LD~1425 are, of course,
extensive, more go than under ID-1420. Again T com-
mend to your attention the benefits under ILD=1425.
There are many good areas in this bill, which could

be incorporated in ILD-1420 making it a good bill, and

since
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COMMESSIONER HOCERTY (Contiuned): there apparently

= S T ooy S O Y o e S Y . . L N .l s
ig the Legislative feeling, av least, —— moayhe

beivg precuwmptuous here, -~ but it seems tce be the

e
Legislative feeling that Mo Fault would only pass

projected. Perhaps 1420

should be used as a guide, but there are wany meri-

torious parts in 1425 which could he included in it,

o ..

I cdo again seriously ask thai further aciuvarial

s

study e made because of the disparity that e:x

~

ERCRRS

IS

between the figures presented by Professor Zeeton
and the actuaries from the Naotional Commissioners,
the figures that we have obtained, and I'm sure
figures that other peonle have obtained,

One more point, actuarial wori: the Departwent
hags about -~ has akoutl exhausted its funds for actu-
arial work, Ve've just becn givern a Lill for the
work that has been doue on these three bills. We
stand ready to assist the Committee further in actu-
arial studies, However, we are in -- we are going

to nave Lo ask the Legis
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COMMISHIONESR HOGERTY (Continued): or we're goilag

to have to go to the Governore and Council, But I

do recommend that this be done.

I have with wme Mr, Presley's full review,

preliminary review, of these three bills, I'd like

to leave it with you so thal at your leisure you

can go over the entire review hopefully with the

Committee here today. Thank you, (Gee Appendix)

SENATOR COX. Thank you. Any qguestions fox the

Commissioner? Anyone c¢lse wish fto speak on ID-14257

MR . BMITEH, T'm Charlies Swmith, anrd I come herc today
oo

ags the Yregident of the -- Vice Presidepnt of the Maine

I came here

aarily to speak in behalf of anot
Association is also danterested in, to the Coamittee,

But I thought that while I was here and while Professor

("

N

03!
0]

him becau

by
)
s
e
L
ot

Keeton was here, 1t wonld only be

<

LOT o

-
Jot

he wmay not stay 1 the other presentations on
the Bill due to his schedule, to say ~-

SENATOR COX., Would you please speak into the micro-
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SENATOR COX (Continued): phone?
M, SMITH. Yes, To say that the Maine Bar Asso-

ciation has voted unanimously to oppose LD-1425,

I know, coming from a group of lawyers, that
doesn'r carryy much weight, I want to spzak a little
bit about that when I make wmy presentation in behalf
off the bill, the bill we do support, but I thought

y
that I would point that out.
I would like to say, this is on my own while

I

f'm here, that I do not believe that Professor Keeton

i

knows very much about Maire juries, when he intimated
that perhaps we could get $2,000 for pain and suffer-
ing from a Maine jury with no more evidence thaun a
fellov saying he had a back ache, because it hasn't
been my experience, and I've been around Maine juries
for some thirty odd years now, aud they're not likely
to do that. You have to have a lot more than that,

and in passing, I understand why he said it,

dare say that it would bhe a new experience in the
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ME. SMITH (Continued): State of Haine! (faughter)

e

']

1 wouldvlike to say one other thing, that while
Drofessor Keeton says that the Add On systen, as he
calls i1t, must increase premiumg,that experience
has not been bornes outl thus far in Delaware, nor has
it been borne out in the State of Maryland., And 806

I think perhaps we have to look at actual experience

before we make a presumption in this respect. Thank

Jou,
SENATOR COX, Any questions for Mr. Smith? None,

Thank you. Anyvone else wish to speak on LD-14257
If not, Y declare the public hearing closed, Ve will
now take a five minute recess,
(A short recess was then had)
SENATOR COX. Wow, we'll reconvene, LD-1770, an Act

Providing for No Fault Automobile Insurance, The

0}

Committee will hear from Senator larcotte,
SENATOR MABCOTTE, Mr. Chairman, fellow members of

.

the Committee, I'm Ser

o
=
w

2 tor Guy Marcotte, from York,

sponsor of ID-1770, an Act Providing for No Fault

AULT : ~ 104
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SENATOR WARCOTTE (Continued): Automobile Insurance.

\ 4

Il e

Mow, contrary to Professor Keefon's statement, I
pelieve thet this is the No Fault plan best suited
to the requirements of the consumer and injured
victinm of motor vehicle accidents in the State of
Maine, This bill guarantees to every insured victin

g

his or her

’,3
o
S
Fh

of motor vehicle accident, paymen

4

[

economic loss, that is, work loss, hospital and

-

medical bills up to a maximum of $2,000 regardliess

al

S

ic:
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of fault., It does this without placing artii

and arbitrary limits on ona's week or monthly work
and avbitrary limits one's weekly thly worl

loss or trying to pay tax collector by reducing one's

\'D
(‘\
T

weelkly income by a fixed percenta to retflect any
income tax withheld from his or her weekly pay, Such
peccentage limitation discriminates agajinst the poor,
who might not have any tax payment, and certainly
favors the well-~to~do, who normally would bhe taxed

in a nmuch higher bracket than the fixed percentage

imposed by most no-fault plans. The Department of
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Transportation studies indica
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FENATOR MARCOYIY (Continuad): ment would be suffi-

2 .

cient to satisfy in full over 90% of the bodily
injury claims in the State of Maine.: My bill re-

K]

serves for the innocent victim of the motor wvelhicle
accident his traditional yights of tort remedy against
the wrongdoer causing the accident and does so with-
out imposing any artificisl or arbitrary threshold.

To deny nersous who have $499 of medical bilis

the vight to recover for his pain and suffering and

-

other losses, while granting other persons with the
$501 medical expense the right to such recovery seems
to me not only arbitrary but highly discriminatory.

for it's a well-~kunown fact that the person with the
lower medical bill may actually suffer far greater than
-the person hayving moch higher medical expense,

i

The argument that the thresbhold is needed to
prevent the useless case, seems to be put to rest by
the recent experience in Delaware, a State which imposes

no threshold in its no-~fault plan., Claims in that

State were reduced by 70%, Aund less than a dozen suits
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SENATOR MATRCOTTRE (Continued): have been filed within
13 months Tollowing the effective date of the Delawvare

no-fault plan,

L
B

The iansurance Comnissicaer of this State has
repeatedly pointed out that no-fault plaos will not
reduce premiums in the State of Maine., [ am thoroughly
convinced that my plan will not necessitate zny in~
crease in premiums, because of the preseant favorable
rate structure to the insurance companies for bodily
injury.

ID~1L770 also contains provisions seeking to cor-
rect some of the current cancellation abuses, practiced
in the past by some of the insurance companies.,

There are just a few -~ these are just a few of
the highalights of my bill, which I believe on balance

he best interest of the people in this Stale,

treating the consumer, the injured victim who 1s at

fault, the injured wvictim who is not at fault, and

the insurer, all edually and fairly.
’ : 3 Yy
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SENATOR
Now, this conclud=s my presentation., IF you
have any questions, I -~ I request that you hold

them until other speakers are through, because ¥

n

uspect an awful lot of your questions might be
answered; and for exzpediency's sake, I would re-
commend it.

SEMNATOR COX, A1l right. Are there any proponents
for XD-17707

ML, SMITH, Mr, Chairman and members of the Come-
mittee, I'm Charles Smith who appearcd before you
just a mowment ago. I again appear before you in my

caepaclty as Vice President of the Maine Bar Asso

h

cr

0]

ciation, and am here to tell you that this is

bill which the Maine Bar Association endorsed,

6

I told you a few moments ago that, to be abso-

)

i

14

|88

; we take no

h-

C:i

Iutely fair, we -- we opposed L
stand of oppesition to LD~1; we take —-- we have heean

unable to examine another pill, which I understand



M2, SHITH (Continued): is goiug to be preseénied to
the Commitiee so we have had no opportunity to review
that bill, As far as LD-1420 is concerned, the only

feature of the bill that we would like to oppose is

what we think is & wvery high threshold, That is the
position of the Maine Bar Associlation, DPrimarily
that is the same position ag ftaken by the American

And as I said a moment ago, when I come hefore

-
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a group of laymen, +alking for a gr

G"

immediately I'm suspect and becsuse lawyers in this

particulayr field, because nuch has heen said about that

in the news media about the role that lawyers play

and about how lawyers' incomes would suffer, X'd

like to spealk abcout that just for a miuvute because

I othink £'d like to get the record straight in this
spect about the role of a lawver, And I might

you very fraakly, that personally it doesn't make =z
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MR, SHMETH (Continued): hill yvou'tre poing to pass here,
I'm too faxy along in life., It's not going to make one

L or if you pass
ne bill, Fraonkly, I thiok we should have a bill,

3 s

the Bar Association. § think we should support Zenator

Put objectively, 1 think I can come here today,
and maybe I couldn't have done this ten years ago, and
tell you it's not going to ~- not going to have any -
make any difference to my finances, by the time aay
bill gets ipto effect and ¥'m probably goiug to be
retired, or semi-~retired, anyway. In fact, my partners

semi~vetired at the

63}

now sometimes accuse me of heing

prezsent time,
I would like to say somethiny about the role that
lawyers play, VWbhen this thing started off, if you re-

x

call the early history of this; and Ifve been ila this
battle now for some five, six, seven or eight years,

It started off, the lawyer is malking too much monev out
b ./ o v



MO FAULT : - 111 -
MR, ST H (Continued): of the fault system, out of

B

the automobile system, And because he does, if we -
if we just took this away, we could wmsterially reduce,
i€ we tock away what the lawyer makes, while it would
T the lawyer, it would materially reduce the pre-

mium, We could pay everybody something and at the

same time the premium would be reduced. Well, that

sounds gooa to most people, because they dislike and
digstrust lawyers generally. I doun't mean by that,

that individualily they don't; pexrhans ﬁiey don'

they like their lawyers., They know tbat Charlie
Smith, now, he's a good lawyer, RBut the rest of the
lawyers, wou kuvow, they're not to be trusted,

This is a ceuntury old attitude -~ it's ~~ vou go
back to Shakespeare and he wanted to shoot all the
lfawyers, you know, and Carl Sandburg wrote, '"What makes
a heayrse horse sunicker when he hauls the lawyer's boues?!
And this has been going on for years and gelliing worse
at this time, Arnd so, we -~ we'vre the scapegeats for

whole matter, And whenever we try to raise our

+
—
=
-
41!
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MR, SMLTH (Continued): volcesabout some of the --
some of the problems we anticipate for the injured
victim or the consumer, we would adjust on any
specific Mo Fault plan, we were entirely shouted
down,iln a sense because we had already been des-
troyed before we opened our wmouths.

NMow, I suppose that a great deal of that ~-- a
. 1L has -- at

18t

%

W

%

great deal of distrust scill e

A-.

the same time, and you koow there's a lot of these
No Fault bills, particularly, like UMVARA, and 14 --
bills Llike 1425 to some extent or to a lesser extent,
It has also played into thé hands of the insurance
companies and when I say something about insurance
companies, please do not misunderstand me, that I

am an enemy of ithe insurance companies. I am not,
The insurance companies have been very kind to irs.
Smith and I over the years. Reluctantly, T might
say at times, but they have, 1 am sure, provided us
with som2 of the picer things in life, that wa've

4 -
i

been ajl
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njoy. So I ~-- I have nothing against
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SMITH (Continued): nsurance companies, I'nm

all for iunsurance companies, I understand iunsurance
coupanies, They're in business to make noney and

that is, that's what they're suppossed to be doilng,

and I understaad that that's what their mansgement
wants to do, But yvou see, 1f they could sell some-
thing very easily, why, by just saying, we are going

to wipe out the lawyer, we're going to do this to

e

the lawyger, if they could at the same time silence

1.

the lawyer, that this is 2 good way because the public

.

will buy that very dquickly. It has been done before

and ¥'m sure it's going to bhe done again,

=

ot

Now, in addition to this, the other thiung that
I do want to point out, and I want to ~~'to make it,
if you can get the lawyer ouﬁ of the picture somehow
or other by just ruining the fault system, then yvou
have nobody To, so to speak, to keep
company honest,

Mow, while there are provisions in there in

cage they doun't pay, you ~- the claimant can take
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ME, SHITH (Contiaued): you to Court and do all of
this type of thing, you'wre talkiag about a clearer

P

cype of litigation, You've tallking about two, three,
wihich the insurance company coesn't want to

pay and they'll end up ~- not all companies, some

are very nonest and just; and others, what is
generally known in ithe trade, they ~- they chisel

a little Lit, they will end up by saying, "A1ll right,
vou can go to Court if you wanlt to, you kwnow, but

if you go to Court on this -~ on this case;, because

we don't think you'vre entitled to that last two weeks
wage loss that we paid you, whait's going to happen is,
that you're going to have to spend two or three days
waiting around; and if you don't wiu, you know, under
this bill, you may have to pay our lawyer's fee, etc,,
etc, 8o here, we'll give you half your claim and lock
it ng” That's -- That's the normal practice, That's
not anything that's going to chaange. & lot of it is
not going to change with no-fault, This type of thing

is going to continue. HNow, I understand, it's part of

N
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the game and I'm -- I'm

not -~ I'm not getting all upset akout it, at this
tate stage in life., Maybe when I was young and
gung-he, I wmight have, but no lounger (tie e
It's part of the way the game is played.

A1l ¥ want to do is point that out That 1f you
can get »id of the lawyer, you have really wobody o
keep these ilusurance compénies honest, in any respect
aloug the way., This is what the issue is, abolish the
tort remedy completely or abolish it partially, so
that you destroy the rights of a lot of people. This
is one of the things that vou in effect arce doing,

when you do this,

When you limit

the tort vremedy of

he individual, what vou are in

appoivnting the wolves as guardians of

the sheep, Now, you =- this -~ this -- this is one
of the things that's going to happen,

Now, let me -- let me say something about one
of the reasons why I think the -- the - the Bar
Association looks with favor wupon the‘17?06. I think



you have to look at the bill
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which you have hefore youw, ITt's the ecas

understand, It doesn't have any gimmicks in it. And

P

& lot of these bills, if you read through them are -

3 . . 1

are full ol giwmicks, And you can read through this

i

bill and it doesn't bhave any. It's —~ IT's pretty

1

simple language, and, as Senator Marcotte poinits out,
the DOT studies show that this is going to pay every.-

body that is iunjured within the State of Haine or at

least 90% of the people that are injured, possibly

.

more, probably more frow the fig

>

s that ¥I've heard

i
—

¥
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here today, their full economic loss, Now, 1f they

want to gue after this, they -~ they still have that

—~

right to do it. If they were -~ if a person who was

innocent, and somebody wroangfully caused him a lot of

Lad

ggravation as o result of this, i1f they feel that fowx

the misery -~ human misery they've been through, and

a lot of people let me tell you this, because I've

dealt: with these people for over 35 yesrs in wmy life,

1

A Lot of them, a lot of injured people go through an



iy, SuITH (Continued): avful lot of miscry and

sarticnlarly ageravating about an

injury which was caused to you by somebody else

N
e IS

through no fault of your own, And Ifve talked with

3

people in my office a great many tilimes about this,

e

yvou know, and there is the VWorkmen's Compeusation
Law, which is a no~faull law, and which is a °~- a
- A - where you get part of yvour pay during your
loss., Y've had people coming into my office time
after time aund say, "Well, can't we do something

about all the aggravation I've been fthrough? I

]

¢

wasn't to blame for what happened to we." And I
gaid, "No, that's -~ that's the end of the wope
for you. You can't go any furtither bacause the law

exempts the employer, exempts t

further liability." So, this is a factor that we

don't want to overlook., I think iHMr. Spanenbery a

)

few moments ago euphasized this very well. DPeople

¥

who are injured through no fault of thair own and

through the wrongdoing of somebody else, feel parii-
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I once

try and recommended we

tantially less than what

2}

sum subst

thought s

v, and I went down and

be very happy with what the

NN

nd I remember the first words that

nothing about the amount of mouney

"That jury vind

this this is the fee

When you get into a

,.L.

total

what we want to call 1 no-~fault,

)

say to you that ~~ belicve me,

(2]

cause a2 1ot of lot o

itunoceor victim of an automobil

nothing wrong with coll

and suffering; th

for permanent injury; nothi:

Live with pain for {the rest of your

coriey

many

he

total no-~fa

grief,

wrong

A

=dl,
years.,
was
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case Lor

the jury gave my
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was
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could have,

she said to me,

that the jury

icated me.'

Ling people have,

ult law, that is,

then «~- then I

you're going to
ifically,

accident,

spec
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ting for pain

with collecting

if you've got to



MR, SMITH (Continued): something for it. The juries
in Maeine, it's Deen my experience, ave not overly

generous with snybody's And they-- they think

n
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the thing out pretty well, It's heen my experience
that they do very well in this respect.
I suspect that provably I don't —- the Epecial

Committee that situvdied this, would probabdly say to

you, in Maine that we perhaps doun't need *the no-fault
law, We're doing pretty well as we are. And that --
That's probably true,

Howewver, I am one of the school that believes that
scmewhere along the way, there should he some inmediate
economic beneifits. This bill 1779 has ivcluded that |
provision, I thin@ that should be reduced to 15 days
after the company is notified,

L

It has the provision in here that, 1 think I

shouvld speal about that, -- that insurance xrights of
reimbursement, i1t's on page 4, Section 138, +that allows

1.

attorney's fees on part of the -~ of the no-fault bene-

fite that have already been paid. That is, if you



M., SMEITH {(Contiunued): recover them, you pay them
“back to the insurance compsuy that paid them out to

the insured, I think, perhaps, that shouvld he eli-

wminated, I think perhaps that the insurance company
should have the benefit of -~ of getting back theix
e theds e part of that $2,000 or whatever nart
that they paid out, I thiuk they should have the

o

benelfit of notihine

r—‘-
)

58]
o
2
Q
W
=
-
pn
h
—
jao
et
—
®
-
[0
D
@

gett:
wroang with amending i1 in that respect.

I would sug-

o
—
)
javy
o

Otherwise, I -~ I don't think
est too many amendments to -~- to this, I -~ I am
pleased with the cancellation provisionn‘ This is a
thing ve run into constantly, Lawyers run into more
than anybody else,., They come intoc yvouxr office and
want to know why the insurance cownpany cancelled, My
own Hather, I remember, for many, many years, had
driven an automobile and was iansured with the sane
iasurer, had no accidents,; had a good record., When

¥

npned his insurance, This was a
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company -~ the cancellation policy that the company

(_7.

had, We'wve had many of those practices in the past,
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(Continued): and this Hill does much to
— (pes much to —-— to prevent that, VYou have to go
through certain routines with the Insurance Zon-

ss g 4

fication procedures pefore

[

missioner “nd certain noti
vou can cancel somepody's iusurance; vou can't
cancel it out arbitrarily. I think that is -~ I
think that 1ls a very commendable provision.

Now, I don't know that I have too much more
to say. As I gaid before, it's a very simplistic
bill.

I believe in the fact that somewhere along the
way there should be, as I started to say earlicer,
some imwediate money flowing to a family fo pick up
the, maybe it's excess coverage or whatever you want
to call it, but to pick up that first impact that

happens. Fot so much payment cf doctor's and hospital

bills, Doctors snd hospitals can wait, They will

&L

o

walt, they may do it wreluctantly sometimes, but they

will,



Sometimes those of us who do not have any —-—
and wany of them perhaps do not or have an inadequate
wage contimation plan, When -~ When the paychecks
stop, this is sometimes a catastrophe to the average

family here in Maine and this -~ this would be a

means of plcking up that weekly paycheck duriang the
ioitial dmpact. And I think perhaps thaib's {

thing, ox the biggest fault with our present tort

s
system.

i
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Otherwisge, I want fto say that th

,._..
-
jas
o
e
10}
el
[
R
}
]
o
b

has worked over a great many years i
Maine, It's worked very well and bhefore we sat
about abolishing it, [ think we should -~ I think

we should have some second thoughts about it.

&

I 'd be more than happy to answer any quesitions
about this bill or any bill that you might want
ask me something about. I think I'm fairly well
convarsaat with all the «—- with all the bills ave

before us,
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you, My, Smith. Senator

Marcotie asked that we hold all questions.

MR, SHEITHE, ALL wight, Wine,
SENATOR COX Auny further proponents?
MR, SPANGENBERG. I've already spoken to you, ladies

and gentlemen, about UMVARA, I didn't waut to leave
Maine, having yon think [ was completely negative in

my approach to that, The

L]
D

c ave some good no-fault
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plans and good no~fault
discuss with you, necessacily briefly, because you'wve
heard most of what I have to say,

As T noted earlier,; we Tound that arouud the
world, there was a well-recognized interest in easing

the first shock of an accident, whether the man was

right or wronz., This 1is pavticularly important to the

<

'

fa im, even if he were totally wrong,

o

aily of the vici
And good plans can do that awnd at fairly low cost.
The question is, how far do you go? And bere I could
I

encapsulate all that I have to say, I suppose, Dy Saj

I live in Maryland, It has {he best insurance reform

i
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26 (Continued): nlan ever egacted,
e¢ll, I'm net sure how auch you know aboul the Mavry-
seen that you're going Lo

who was the reygresent

igcuss what they did in Maryland and why they did
it and what t

In Maryland they Ffound that most of the com-

about the fault system and

too, I think in the whole

ooOv study, out of the compleinits only 2% bad anything

>t

to do

albout

town, and dreive dnto fown, vou pay a lower watse than

it you garage in ltown and only use the car on the
veckends to get out of town, Red lining of some

as it is in what we call the ghettos iv Obio, and pro-

Dut the —~— But the discrimination

in rating was a serious complaint in Maryland,
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MR ANCEINRERG (Countinued):
B ware many complaints about
assigned risk, The jlasurance industry said thewy

(5

very heavy premiums for asgilgued

risk, because ihey had lost ten cents of ever

4

the yeayr before, and were losing iwewnty-three cents
that year. Marylend said, "Fine, we want to save
vou the losz, Let's el up a State owned insurance
company, Kot everyone can come to it, The volun-
tary market had to weject you twice and tell vou

that gou can ouly go to assigned risk, Then vou

o]

come to our company and buy it and, believe ns, the

premium will be cheaper than it will he in the
assigned visk plan,” When that hill passed there

were 37 insursoce lobbyists in the halls screaming
for the defeat of all no-fault iusuraunce reforms. I

ey

think they wanited to lose that woney on assigned

Maryland has since found That 73% of the drivers



R, {Countioued): in assicned risk

nplan hod wo driving noints at &1l and had never had
Home however, had a large Adams apple ox wore

some compandes wLLI put yvou in

assicned visk if they thi look sood to

a jury. They found that 10% of {the peopie on assigned

risk had conly one neoint., So assil

very well in Maryland and with a

company. You may not neced it in

bhave an assigned visk problem, but it's one solution

The more imporitant parts of the Maryland plan are

that the compauny can't cauvcel you during term except
A nnT asrment £ @mt 11y ~cee 1yt £ g IS A eTe]
TOY non-payment oL premium or Lc2s ¢l license, And

if they wefuse To renew, which is more inportant

cause uot 8o many people are cancelled, they just get

a notice at revewal time,

you,' One con

cone ten years without an accident oa the actuarial

figure that you are now ripe to have one)
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ST

I, SERAIGENDEDRG (Countiuued):

o ~

IAVE A S00a Telson, all

scave you have to
obrjective reason, a vevriiiable veason that's object-
ively provable by actuarisl statistics iun ocvder to
cefuse to wenew, That is, you can refuse to renew,
but you must have a wveason auwd tell the policy owner
vho will be entitied to ask the Commissioncr to review

it, whether it really is a good reason,

ne with non-renewvals aond

o

may not have problems 1n

W
%3]
o)

cancellations, but if it's erious problem, that's

one solution to it,

7

Now, what did Maryland do about no-fault? Well,

o

they pelieve LThe 007 figures that 24 out of 25 people

2

had less than $2,500 in economic loss, and they said,

et

vrhat's a good number to select, We will prowvide that
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every liability policy mmst hav
party benefit policy like wedical pay, which most peo-
ple buy anyway., Only this will be medical pay and wage

-

ftoss, from the first dollay, mo 1imit,' You get what

you pay for., If you lost G120 in wapges, wyou get $120,
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G (Contibued): You Con't get 75% of

it. VYou don't have a 7Y-day woiting period. You don't

NN

have upper limits, time Liwits throughout the

I
Letin

of the policy, which vyou can place anywhere you wapt

o

to, two years, three years, four years, And putl it

2 3

these had

jo
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where you want it, I Fo that wmany of

lots of medical protection,; not much waze proiteciion.

fu)

b it all on wage protection, if you want to. Qr

if you have a big wage »nrotection and not enough medi-

cal and not enough
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MR . SPANGENBERG (Continued): for your family and kids
or the passengers in your car, put it all there. Put

it where you need it. ¥ill in the gaps in your owin pro-
gram. Thatts good for the consﬁmer@ It lets him decide
where he waﬂts to put the benefit that he has paid

for with his premium.

Maryland did one other thing that I think was very
important, and I want to discuss here a problem; What
if you have bought medical pay, but you have Blue Cross,
but you work in a shop which gives you protection any-
.way? You may say, "In my shop they only pay me, so I
want Blue Cross to protect my wife and kids. And I
want the medical to protect the passengers in my car
who might not have anything." So you buy three policies.
Well, then if you pay three premiums, [ think you're
entitled to collect three times. That doesn't boﬁher
me at all. I carry four life insurance policies., When
T die, I expect my estate to collect every one of thenm.
Thatts only fair. I pay the premiuvwms on all four of
them;

But wouldn't it be nice if you could cut down on

the number of premiums you have to pay to get broad
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MR . SPANGEWBERG (Continued): protection? Vell,

Blue Cross came in in Maryland and said, "Look, we're
already covering most of your people for hospital énd
medical. Why don't you say, we can write thils coverage
if we want to. Jﬁst don't exclude us. And we will

£

write it and we¥ll subcontract

wage loss to one of the
major insurance companies and wefll provide in our

.

Blue Cross package that 1f any of you -- 1f you are
injured driving your car, anyone of your family injured
in the car, any pedestrian you hit, any passenger or
occupant in your car, will come under your Blue Cross
policy, get the medical benefits, the hospital, doctors!
bills, and wage loss up to the $2500 limit. But you‘ll.
only collect it once. You collect it from Blue Cross,
you won't pay the separate Blue Cross and then get

this, And since'you‘ve collected once, you'll pay one
premium.” And Blue Cross has indicated that they can
write that kind of coverage for a Blue Cross subscriber
in the regular market for $7, which is a very good buy
for the consumer. All they had to do was allow Blue

Cross to do it.
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That doesn't mean that I testify in favor of the
Blue CfQSS bill.which I saw this morning, which didn't
say that Blue Cross could write it. It said Blue Cross
would be the only company to write it and no one else
could sell any coverage that would duplicate it. I
think thati's a little too much. Itfs like my giving
the bowl of food to my dog saying '"You're a gdod fellbw
and you deserve 1it., Here's your food," and having himnm
eat my arm off up to the éhoulder, saying, "I'm really
hungry.”™ You can let Blue Cross write 1it, buﬁ 1 don't
see why anyone should have the exclusive right be toi
designated by you as the only company to write it. But
I,am sure you appreciate that.

Well, herets a plan where the auto carrier can
write it or Blué Cross can write it. Itt's-a no-fault
first party payment $2500, the consumer 6o put it
where he needs it, primary. Now, the fact that itfts
primary means that it is in addition to any other éoverm
age that he has and here without going into boring

details DOT statistics would show that if you meke 1t
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MR, SPANGENBERG  (Continued): primary, allowing the
consumer to £ill his geps, $2500 will pay the full
economic loss of more than 98% of all victims, 49 out
of 50,

Now, since the cost is low, it makes 1t a really
good buy, and I think that's a good program. One of
the reasons the cost is low, is that we investigated
in Maryland, how much the insurance industry was pay-
ing out on its medical paid insurance, and ﬁe found to
our surprise that they were only paying out 24 cents of
a premium dollar, so that anyone -~ so that obviously,
they could pay the medlical pay and wage loss for that
same premium and still have a profit. Indeed, many
companies voluntarily in the United States this year;
you know, Continental and others saying, "If you have
2000 med pay, we will give you 5,000 wage loss for no
increase in premiuvm.® Well, that doesn't mean that it
doesn’'t cost them anything. It means that they're pay-
ing out so little of the present premium, that to keep

it at that level, they would like to add wage loss.
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MR, SPANGENBERG (Continued):
S0 I think that you will find that your Maine

rivers who do carry medical pay that most of them would
pay very little more for the no-fault package of the
$2500 limit, T notice the Marcbtte bill says 2,000
and I assume that's a bow to the American Bar Asso-
ciation, which rejected -~ the Bar said that they were
for a no threshold plan and for a $2,000 benefit plan
and I think you will find only a few cents premiuﬂx;
difference between 2,000 and 2,500 and I have used those
terms, because there are all kinds of statistics about
what it means. Well, 2,000 may be.enough for Maine.
I'm not making any point of that differential, but I
will say that in Maryland the 2500 plan has shown that
it does work and does protect people.

How, the threat was that that would have to cost

a great deal more. We'lve been told that today, if you
have an Add On bill, iﬁ has to increase cost, there's
no other way around it. Well, there are ways around

it. If wé treat people fairly, they react fairly. So
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MR, SPANGEMBURG (Continued): if you pay.the fellowts
wage loss and his medical benefits, and he doesn't haﬁe
a great deal of complaint, he¥s very likely to séyz
"That satisfies me,™ and walk.away and not make a tort
plea. Now, thatts not just Gheoretical.

Delaware haé had over thirteen months oi experience
with a simple Add On plan, no thresholdo And since you
have been told it has to increase cost, I would like
to réad to you in his exact words, and get them on tape,
the official publication of Robert Short, the Insurance
Commissioner of Delaware. I quote Mr. Short: "Law
firms" «~ this is after 13 months of operation of an
Add On, no fault plan with no threshold. Quote "Law
firms and insuvurance companies report amazing reductions
in bodily injury suits arising out of collisions occur-
ring during 1972. Thirteen months later, less than a
dozen suits have been filed by Delawarians. The best
available estimates indicate a 70% reduction in suits.
This reduction is accomplished with no formal threshold.
This success was achieved with no increase in rate level,

no one in Delaware has paid more in his total insurance
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had a change of classification or an increase in cover-
age.. Many have paid less. Bodily injury rates were
reduced as much as 25% by Bureau companies and the
average rate level reduction in bodily injury for all
companies writing in Delaware was 8.5% statewide at the
date of inception. For the first time in memory, no
aubo insurance rate level changes have occurred in 20
months and none are applied for or anticipated.™ llow,
thatts the official report of the Commissioner of
Delaﬁareq And T think it answers completely the hroad
statément that Add On plans have to cost more.

In fact, in operation, if you treat people fairly,
you will find they do not press their small claims and
.the plan can cost less. There is some saving in the
elimination of those small claims, to be sure, but it
will occur on a -~ on a voluntary basis. We don't have
enough experience in Maryland yet, to know for certain
what will happen, but I can tell you, havingtheard My,

Resnick testify before the Senate last week, that although
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1

was there were threabts by the insurance lobby-
ists that rates would have to go up 10, 15 and 17%, after
the Maryland bill was enacted and put into law, the
Burean companies came in and voluntarily reduced their
rates 10% in Maryland. A voluntary reduction on their
own, I think because they trusted what had happened in
Dalaware,

Delaware does offset the recovery with this type

Kl

of plan providing for an insurance company lien. Mary.
land says, '"No, you bought it, you're entitled to it,
no offset at all. Fﬁll value for your premium dollar.®
I dontt think this is going to make a great difference
in the operating results,.

We have found that medical pay by some companies
is subrogated, that is, they get it back out oi the tort
suit. With other companies, medical pay is not sub~
rogated, They pay 1it, you keep it and you have your

tort suit anyway. What'!s the difference in rates between

companies who subrogate and who do not subrogate "med”
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MR. SPANGENBERG (Continued): pay? Zero. Same rate.
It makes no difference to the buyer. He doesn't get
the benefit of it.

There is one feature that is not in any of the
Maine bills, that L have seen, that 1 would wish this
Committee would think on seriously and recommend and
perhaps one of you would be disposed to draft the simple
legislation that does it, I%m thinking now of the con-
sumer's interest. What does‘the man and the public
want?» Hz does want prompt payment of bills. Right now,
most‘of you are working people and mortgaged up to the
hilt. The chattel mortgage is due, the house mortgage
is dne, everything is due, and that first 50 or $70 of
loss hurts. Tt ought to be paid right away.

Now, beyond the $2500 level, the more affluent
people can buy all the coverage they want. Therels
no -- nothing in conflict between a level of compﬁlsory
and a higher level of voluntary beneflts.

I would say the first protectlon would be a modest
level of no-fault benefits. Beyond that, voluntary

protection is available. A second level of protection



NO FAULT - 1h5 -
MR. SPANCGENBERG (Continued): dis, of course, the tort
suit. Many people rely on it and the great majority of
people in the American“public believe in 1it, and so do
vou, really, when you think of it.

;But there is a third level of protection. What do
we do about the uninsured motorist? 1 really think
that if uninsured motorist ooveragé had been invented
thirty years ago, instead of ten years ago, we wouldn'ty
have any of the problems we now have with compulsory
plans and no fault plans, because, it's almost a com-
plete answer.

But there is one glaring deficiency in uninsured
motorist'coveragea A man of good earning power in the
community, a respounsible citizen, you will find usually
carries more than the minimum limits of bodily injury,
liability coverage. I don't know how much you carry
individually. I carry 500. But Ifve seen the results
of accildents and Mr. Bennett has jﬁst versuaded me I
ought to put on an umbrella, finally, and as he does.
Maybe we'tre knowledgeable about thedamage an automobile

can do, but whatever it is, if you carry 50,000 or
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MR. SPANGENBERG (Continued): 100,000 or 250 or 500;
whatever you caryry, to protect your own assets and to
protect the other man, I think is a valid expenditure.

I would like to bhe able to -buy as much uninsured
motorist as my liability coverage, so 1f the uninsured
man hits me, I am not limited to your state limit.
In Ohio, itts twelve, five. Thatts all any company will
sell you. So if the uninsured fellow hits me, that's
the most I could collect, If you lived in Ohio, thét‘s
the most you could collect. Ifm told in Maine itfts
twenty. 1Is thaﬁ right? |

Why not convert over to under~insured motorist
insurance, and say, "Look, the insurance company will
have to sell you as much uninsured motorist coverage
“as you carry on your liability policy." If you carry
50, yvou'lre entitled to buy 50 uninsured motorist. It
doesn?t'cost much for excess levels, as everyone who
carriés excess liability levels know. And it wouldn't
cost much for excess levels on uninsured.motoristﬁ It
would be a good buy and I think it ought to be avail-

able. To me it's completely wrong that the companies
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MR, SPANGENBERG (Continued): will arbitrarily say,
Mle will not sell it." Well, three states have said,

"You will sell it," and in those states ciltizens can
buy it. And I think the availability of uninsured motor-
ist coverage is a level of protection that many, many
citizens would enjoy having.

And if vou're going to reform the insurance systemn,
L would think that the three levels of reform are to
enact under insured motorist coverage in place of your
present uninsured with the limits I have indicated, to
match liability with uninsured limits. FEnact 2,000
to 2,500 first party benefits bubt primary. Let the con-
suwer put it where he wants it. I would not put a thres-
hold on the tort system for meny reasons, which L have
told you: it's wnfair and itfs unjust. 1L am complebely
convinced it'ts unconstitutionél in almost every state
in the Union~and probably in Maine. It creates problems
when it is declared so, as it did in Tllinois.

If vou combine ybur tort system, your uninsured
motorist coverage system and your first party benefit

system and authorize Blue Cross to buy it, I think that
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MR, SPANGENBERG (Continued): you'll find your Maine
motorists will have a substantial savings on their in-
surance premivms and will get more benefits and more
coverage. And that's the function of the Legislature.
It isn't to make life easy for lawyers or for insurance
Companiesg It's to protect the public and serve the
public need. Thank TOU.

SENATOR COX. Thank you. Anyone else who wishes to
speak in favor of LD-17707%

MR, SPANGENBERG. I did say I would leave with vyou

some copies of arguments. 1 have figures on economic

loss. I researched DOT, Bureau of Transportation figures
on what accildent levels are in Maine. I congratulate
you. You have one of the lowest accldent rates in the
United States, and should have one of the lowest insur-
ance rates. I will leave fou a paper on insurance and
accounting terms, the statistics on where the insurance
premium dollar goes, and the meaning of threshold, the
different types of thresholds and what the UMVARA thres-
holds are. Shall T leave those with your reporter?

(See Appendix)
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SENATOR COX If yvou would, please. We'd be glad to
have them, Any questions of Mr, Spangeﬂberg? Hone.
Thank you very much.
MR. SPANGENBERG Thank yvou, Senator Cox.
SENATOR COX  Any further questions? Any gquestions of
either Senator Marcobte or Mr. Smith?
Mg, SMITH  Mr. Chairman, could T just make one comment
on what Mr., Spangenberg just said? If I understood -
1# L uaderstood what he said correctly, I would point
out that in Senator Marcotte's bill, #1770, that each
insvred shall be obliged to furnish upon request of the -
insured an amount of uninsured vehicle coverage equal
the limit of bodily injury, liability insurance and

Eo

property damage insurance provided in the policy of the

nsured. And this bill allows yvou to buy all the insur-
ance you want. So if T had 100,000 or 300,000, I could

have the same limit for uninsured motorist coverage.

MR. SPANGERBERG. Let me awend my rewmarks, then. Instead

e

0f saying I would like to see that in the bill, let's
say, ViHooray, it's in the billi®
SENATOR COX  Any other proponents? Anyone wisnh to

speak in opposition to LD 17707
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MR, DBARDM My, Chairman, ladies and gentlemen, I'm
Richard J. Baron of Auvgusta, Maine, and I am President
of the Charles E, Downing Company, an Insurance Agency
doing business in Augusth I also speak for the‘
Independent Agents Associaﬁion of Maine.

Lfter listening to the testimony about ny industry
the past few days, I didn't realize that I was doing
business with such a number of lowlifes in wy 25 years
career in the insurance business., I think if you were
back there listening to the talk about your industry,
and have it torn apart, I think yvou'd feel the same way.

Everybody who's been speaking the past few days,
has been speaking for one side or the otherﬁ but not
about the consumer. The Agentfis Associlation has been
following no-fault for quite a number of years. In
fact, as I am Past Chairman of the HNew Png and Insurance
Advisory Board, and next week I go in as Chairman of
the Bastern Agents Conference, covering the Eastern
Seaboard, so that I have been involved with no-fault
from the very beginning, in various states. And we've

had conferences with various agencies, Agents Associatioans,
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M. BARON  (Continued): cowpany people up and down the
Bastern Seaboard., And the fact is, that with ail the
hoco-rah we'tve heard the last two days, nobody hés been
eble to come up and tell us about the background of the
various no-fault bills, the politics, the persons run-
ning for office, the fights about rates and all the
other stuif that goes into the various bills, as it has
in the past; New Jersey, New York, Maryland, Delaware,
and 1% 's an interesting case.

I don't come prepared today with facts, figures
and percentages about other state experiences. I think
if we're going to take and compare apples with apples,
then the thing for us to do is to leave the responsi-
bility to the Committee to pass on to the Insurance
Department, to get the facts and figures from the other
departments throughout the country. Then youlll have
the actual, factual situation to compare with Maine.

When we start quoting facts and figures, we'lre
involved in the different direction in which we épproach
the problem. I don't agree with all the facts and per-

centages represented you in the past two days, but I
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MR, BARON (Continued): still do not wish to argue

ot
-

the point. I think this Committee can get the proper
facts from the proper people Lo make up its mind aboutb
the various bills.

In the meeting a month or so ago, the Agents Asso-
ciation adopted the position that we are not interested
in an industry bill as such, which we'lve been accused of.
We are not interested in the insurance company, because
I have a contract with these people. I can either sell
their product or reject it. I'm not interested in the
by-laws because 1'm not an attdrney, and all I know is,
that when I want them to reprmsenb one of my companies
in Court, I call him up and he accepts the case and he
believes in the profit system and he knows what a dost
plus type of bill is all about.

I'm inclined to feel that the last two days, that
differént people, different parties, have been able tTo
say, "Well, T can do the job better,™ or knock the
industry. Well, the Agents would like to accept theilr
position as such. We have State regulations, nuwuber 1.

We want a good product, broader coverage, cost savings,
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HR. BAROW (Continued): participation by a great nunber
of people. Blue Cross was here the other day and they
said, "we can do this, we can do that." Well, my com-~
panies have To pay off the top, with no discount on
doctors bills, or hospital bills, And for a nonm?rofit
organization to have assets of over eight million

Ia)

dollars, I think I would look about expanding my field,
also.

We have reviewed these various bills that were
presented and printed. Number 1 and 1770 we believe is
the type of bill which we cannot endorse because of the
cost factor. Tt¥s an Add-On bill. And experience has
been, and.we g0 élong with past experience, all the
figures that have been quoted, they've all been hind-
'sightw There's no foresight.

The State of Maine 1s based upon an average of a

nillion dollars -- a million people population. And

—

all the figures and savings that we've had guoted to us

the past few years, is based upon States with a high

population, in a case in point, Massachusetts. Welve

H
i

had savings costs quoted time and time again. But nothing
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ME. BARON (Continued): was said about the small

communities. The big savings will effect biggér and
belter metropolitan areas. The small ones like Cape
Cod, etc., their rates not only did‘not go down, but in
some cases rates were increased.

Wetd like to endorse Bill 1420 with the recommenda-
tion that a threshold of $1,000 be established and a
limit of at least $10,000 in benefits. The threshold
would be based on medical and hospital costs. [L'd like
to point out that the 1420 does not make any limitation
on work loss. 1In the majority of states, they have had
cutoffs, either on a monthly or weekly basis. 1420
does not do this.

bs far as the 1425 is concerned, we cannot argue
with Professor Keeton. The only thing is, I think it's
a little rich for our blood and the price would be
fantastic. Ve think that the best savings are going to
come with 1420 with some editorial changes and we hope
with the recommendation of $1,000 threshold and a
$10,000 limit.

There's one thing that we should bring out con-

cerning 1770, This is a compulsory bill. And I'm sure
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MR, BARON (Continued): +that nothing could be done
without some kind of a price tag on this for regulation.
Wetve heard figures quoted anywheres from 300 to SéhOO,OOOo
SENATOR COX. Any questions for Mr. Baron? Ione.

Thank you. Anybody else wish to speak in opposition to
LD--1770% Anybody else wish to speak either for or
against?

MR . BROWN. Mr. Chairman, ladies and gentlemen of the
Committee: MMy name is Wallace Brown. I'm a Deputy
Secretary of State assigned to the Court records in the
Motor Vehicle Section, of the Motor Vehicle Division.

When a piece of legislation is introduced which
pertains to our Department, I always ask myself, "what
does this going to do witnh us, or do to us?" And
principally, we think of the price tag involved.

The last speaker, Mr. Baron has indicated that
ILD-1770 is a compulsory insurance bill, HMay I state
that I have learned today that LD-1420, which was
elaborately covered yesterday is also a compulsory in-

surance bill,

Now, I was one who was requested to appear before
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(Continued): the Commission in connection

V)

ppeared

with the study of No-Fault, and at that time it

ns

that in order to have a good No-Fault law, a compulsory
insurance feature was absolutely necessary.

And so I have just been looking into these various
bills, these four, and it was brought to my attention
that it was not the intention to have LD-1L20 as a com-
pulsory measure, But as 1 said, my attorney, this morn-
ing in the Attorney General's office told me that it
certainly does carry a compulsory insurance requirement.
It also appears that LD-1425 and LD~-1770 ewmbodies com-
pulsory insurance features.

Now, I'm here today to tell the Committee that 1if
we have a compulsory insursnce bill or a measure
attached to a No-Fault law, we want to be thinking about
adding about $400,000 to our budget, because it means
that before any venicle can be registered, proof of
financial responsibility would have to filed and maine-
tained. That means that in the case of any cancellatioﬁy
a suspension would have to be enforced.

a.lot of activity involved in the

6

There is alway
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MR, BROWN (Continued): matter of effectively sus-
pending one's registration., It is one thiong to suspend
it, but another thing to obtain it. A vegisitration’
is nevey effectively suspended unless it is removed

‘rom the car aud taken from the possassion ol the regis-

igators who have to

l"‘l‘

trant., And this Lovolves inve
perform this task when the material is not VOlLﬂLd’l y
sent in. “

I also note that in lieu of Liling throughb the
financial re5ponsibility in the form of liability in-
surance, one has the alternative of proving he or she
ie a self-insurer

May I say that in LD-~1420, the matter of proving

D

to the

i—n

the three meihods of self-insurance is le
Secretavy of State, Whereas in LD-1425 we find that
the same item is placed within the xresponsibility of
the Commissioner. And as the Insuvance Commissionexr
appears throughout the measures, I concluded that this

was intended for the Insurance Commissioner £o csx

‘,’I
O
o~
[

New, wa have had a very successful and working

financial responsibility law since July, 1941, That is
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MR. BROGN (Continued): a long tiwme, 32 years. It
has never provided for an individual to prove self-

insurance, The only way that proof of financial respon-

jte

sibility has been able to be maintained is by obtaining
a liability policy with a certificate.

Now, when you open up the matter of proving self
insurance to the Secretary of State or to the Insurance
Commissioner, there are various alternatives involved.
Now, it has been estimated, and I think the figure pro-
bably came from us, that 90% of all vehicles on the high-
way are insured. That leaves 10%. In my long years
of experience in the Department, in connection with this
proof of financial responsibility reguirement, we con-
tinuously interrogate individuals who are before us in
connection with their problems as to the status of their
insurance. What does the 10% tell you, why they do not
have insurance? They say, "Ir. Brown, I can't afford
1t. I'm married, I'm not earning much money and I have
one child or several children.”™ They just can't afford
it. I ask you, if an individual cannot afiford to buy

a liability insurance policy, how 1s he ever going to
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FR. BROWN. (Continued): prove that he is self-insured

through any method that vou can think of, whether

J

T

?
{

's three or thirty-three

(SR8

Therefore, as it appears
that some form of compnlsion is going to be necessary
to have a workable No-~Fault law, why wouldn't it be

feasible to tie liability insurance into the 10% and

individuals who carry insurance ordinarily?

Finally, there is a provision of two of the LDs -
1420 and 1770, relative to a penalty; There is a penalty
relative to a fine or imprisonment, but also these
bills provide that the individual shall forthwith for-~
feit his right to operate a motor wvehicle up to one
year. Most Mainers use the word "forthwith forfeit."
Now, forthwith in our dictionaries means immediately.
Is this going to mean that the District Court Judges
are going to administer this and take the license at
the time the individual is before the Judge?

And furthermore, these bills provide that the
suspension shall be for a period up to one year. Who

is going to determine the length of suspension? And
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¥R, BROWN. (Continued): why shouldn't that be defi-
nite? HNow, for years, our judges had the authority to

also suspend a license in addition to the penalty,

but they are pegged relative to the duration of the sus-
pension, and that is this: They may only suspend for

a period up to thirty days. It used to be up to ten

days. No judge in the State
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¥ wonder, thig is just on a small point of information,

thi, and this may be out of order. I am directh-

Ty

myself gspecifically to the dollawx point, which Mr.
Brown and Mr. Baron have mentioned, In UMVARA, or in

drafting UWVARL, the Commissioners faced up to this

very problem of whether oy not, in order to enforce
the compulsory feature of No-TFault insurance, youn
should wreguis State to determine

1

before iss

ol the vehicle, whether

<Y
(o
5t
~
v
P
0]
=
(9]
)

they should determine that usurance coveragse

on that vehicle, And the ~- the Uniform Act has com-

ments on this and I'wm leaving s half domen conies of

.

the Uniform Let with the comments in full., That's

Brackets, Bection 7, point -~ 7.J, which appears in

oy ~

14285 at the top of Page 5. MNow, in other words, the

.

the -

N

printiang that we have in 14485 pute that in, but

the Commissioners on Uniform State Lavs believe that the

practicality of this bill in no way depends upon thatl

provigion; aud it couvld Le deleted if the - 1if it makes

the difference of $400,000 a vear, which I understand it
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It's because, there ave other sanctions that are pre-
sent in the Uniform Act, that we bhelieve, arve -- are

fully effective in -- in - in getting the great num-

aholition o wort liability under Section 5 has a --

in an accident, his security ig covered by lLis dinsurauce
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{(Continued): a counsiderable pennlty

to License and registration, That's just a point of
Lon that I wanted to provide,

SETATOR O0E, Thank you.

REGREHENTATIVE J&C{SON“ Moy ¥ ask a question? What

ig the dilference beiween compulsory and mandatory?

SEHATOR COL, They are the same in my opinion.

o

I wondered becaouse I noticed

among the comparisons that ['ve looked at, they secen

to draw a distinction bhetweern the two and I wvondered

o, T don't know any distinction, Might bhe

some.,
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dravn by a lot of people between the various things Mr.
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Ling apout, using the word compulsory" to describe

a oystem in which you have to have & proof with the
Secretary of State, PRegistrar of ¥Hotor Vebicles, soug-
thing tike that, in advaunce Lefore you can register the
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there, that you have, hut there is no Bureau to chn
up on it aud you're Sim@ly violatiug the law arnd sui-
jecting yourself to some other penalty if you have

an accident without i1, that -- that is being referred
to ag a mandatory system. Now, that's not a uniform

It the memorvandum that [ left for the Commltitee

theve's o reference to another usage of this term

o

"nandatory", Iun the Oregon hbilll, for example, theyw

reguire not that
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have coverage

the wvehicle, but they simply have a financial respon-
sibility low that says that if you get into trouble,

then yvou've sot to have the coverage in the future,
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~cilled mandatory requls
have ewnough allters

"mandatory” ig being used

is maadatory that i1t include

I see, Well, {then

compulsory —-

sachusetts 18 a compuls

- Oiregon would be

Oregon,
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ITliino:

not even mandatory

now, I suppoese, I
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even mandatory in t
South Dakota is not

It's mancdatory in the Ore

s has been declaved
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wean that any time you've

The three they give would

in the
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Now, before I close the hearing, I —-- there was
several refereunces to two other No-Fault bills, in

the wain,, we find that My, Spangenpery had ons day to

read a hiil that I have not been able to see in two and

a nall weelks. 1 don't kvow the status of the two bills,

b

but for yvour benelfit we've been under pressure for at

half weeks to schedule these bills so
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least two
that we'd have ample time to study them, This is one
time I'ad hoped they'd all be turned in, The way it looks
right pow, I may very well have %o schedule them the

MR, SPANGEME

pill ¥ saw to which I referred, which did not have a

number; was o draflt of +

COoZ,  You have still done well, I bad not even



I, Letha B. Brown, a Notary Public in and fox the

R
State of Maine, do herveby certify that on the 19:h day of
Apwil, 1973, pervsonally appeared ? re the Cowmittee on Busi-
ness Legis ‘ation of the 106th Legislature of the Stare of

Maine, at the State House, Augusta, Maine, the within named

1 the matiter of No-~

pe

9]

witnesses who testified on this date
Fault Tasurance now pending before said Committee, and that
thereupon this testimony was stenographically veported by
me and Later reduced to typewriting, and the foregoing is
a full, true and correct record of the testimony given and
proceedings had at fhe beariug on Apyil 19, 1973, before said
Committee.

T further certifyvthat I am a disinterested person in
the event or outcome of the above namad cause of action.

IN WITNESS WHEREOF, I subscribe my band and affix my seal

of office this 2lst day of May, A.D.1973, at Lewiston, Maine.

Lo drn 12/
-/ Tatha B, br
Noitzary Public , .,

My commission expires
December 2, 1976
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