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SOUND OF GAVIELc.oeve

SENATOR COX: This meeting will come to order. For those of you who

are here for the fiwst time and who want to testify we will hear from
those in favor of the bill, those opposed and those who wish to speak

either for or against in that order.

We are going out of oorder today and the first one we will hear

: , . ' o i
is House Paper 1453, Legislative Document 1882, AN ACT Providing for

Maine Hotor Vehicle Injury Compensation Plan and for Motor Vehicle

Insurance Refoim,

The Chair recognizes the Sponsor, Represcntative Tierney.
REPRESENTATIVE TIERNEY: Senator Cox, fellow members of the Joint
Standing Committee on Business Legislétion, I have noticed that for
this no~fault hearing ... although we may be in unfamiliar territory
that ....well, I'1l hope to touch on familiar territory first so

as to be able to generally enhance the presentation today rather than

te take away from it., It's also nice to know that Maurice ischere....

we're well represented,....{(laughter)

I-am-the épbnsor for L.D, 1882, AN ACT Providiug for Maine

Motor Vehicle Injury Compensation Plan and for Motor Vehicle Insurance
) : .

Reform,

'TThe shdrt’title of that Bill, as some of you may have hear&,r..
I'd like to call it the Maine Plan.  Now, for.inétance,‘why do you
want. to gall it the Maine Plan. Certainly a lot of plans offered are

Hoine Plans. Well, I don't think it's just aneuphemism or something



designed to catch the eye of the Press, I feel that this Bill is
unique and it has been developed with the Maine people in mind
by Maine people, as a matter of fact right here in the State House.

You will notice, to begin with, that the éponsor oo and 1
am the Sponsor... do not generallybéponsor there own bills; but I
am not just going to duck out and hand the podium over to someone
else and T did want to makeAthe presentation of my own bill,

But more important, we are not goiﬁg'to see here today any
Harvard Law Professors supporting L.D, 1882, VWe are not gqing‘
to find any glib-tongue Tllinols or New Jersey lawyers supporting
Maine's unique bill, nor anyone who has flown up from Boston or
New York from the'insufance industries in support of the Bill,
L.D. 15820 |

I will be making the major presentation, ‘I will hope that
you will £6llow along with me and the following my presentation,
for which I hope there will be questions; certainly that is the
intent of what we are trying to do, the only other expert whom I
have asked to -come is tHe'fepresentative of the associated hospital
services, Blue Cross and Blue Shield,...I will have,....L have heard
comments {n the- hall this morning which I?&e heard’(when ayeryone. .
thought I was around-the cornér) 'we'lve got to gét together and
killwfhat Blue Cross Bill.' i should probébly séy'éhaﬁ this bill
has been in the wérks!longer than Blue Crosé has been ankinStitutién

+eoel would have to assume that my own credibility has been trans-~

fbrmgd for you to believe that, We didhave Charlie Cragin to help‘u

°

us out with some of the technical amendments and on one point he

)



lie brouzht in three pages on one amandment; the three of us have been
working on it going like anything....l think that most of the technical
draftmanship in this bill will have to lay on my good friend, Oliver and
I guess Tom Downing, Legislative Staff Assist?nt,.who did most of the
legal work on this bill.

One more point, Senator Cox before I start my formal presentation
and this would be ...l am a member of the Committee...many times I just

1

"love to get up and interrupt the speakers'if T think, you know, that there

£

is a point. I, personally, have no objection, but of course,‘the decision
rests with the Chair. I have no objections if members of the Committee
want to intexrrupt me with questions, but sometiéﬁes it'é casy to keep
the point in mind and aslk the question at the end; but; as I say, that's
your decision not mine,

‘I tried to organize my presentétion of L.D, 1882 in séme sort of
a logical sequenée and it seeﬁs to ﬁe that the logical question that you
have to start with on any bill is to ask the question: 'Who is covered'

v oo is covered, The answer to this is essentially found on Page 2

Section 2954 and the. answer is fairly simple and that is: every resident
owner of a motor vehicle in Maine must carry this coverage while the

car is registered and any person, any nou-resident who is operating for

over 90 days must be carrying this sort of insurance -

The only unique point under this section and what I think is

~ - e

relatively important, has to do with the definition of motor vehicles

vhere you'll find that %'ve included in this definition "motorcycles',

Saveral groups have appeared and said, ‘well, we can't have motorcycles



in there because it's too risky', Too many people get hurl on motor
cycles and it costs too much money to substantiate this'.

I philosophicélly reject that and T cértaiply think that we
can consistently reject that point, If our goal of having any sort
of iunsurance reform or any sort of no-fault package to inéure the
driving public of Maine, we can't stop by sitting down and saying
'well, are they tooe risky', Because Lf they are too visky, then
‘we would be running counter-clock wise to>what we are trying to do,
and that is to compensate for injury‘as a whole aﬁd through the
Legislative process, and through the philosophical approach I want
'tovkeep motorcyecles in this law,

So the question of who is covered is relatively simple.
Virtually, everyone. Next question to ask then is 'when is it
going to be used, when is it applicable', The aunswer here is in
Scection 2957 on Page 4. ...any accident by a vehicle covered uander

this Act will be covered, whether that vechicle was in Maine oxr out

w

of Maine. This also includes any number of occupants within that
car; be it two or six. We want to cover everyone who is injured,

The only point that T would like to make here is that your own

act is primary. 8o let's have Representative Hamblen and I, after

' let's go

‘this is over, presumably get together:.,...and Cal says,
down to the Senator for a few drinks....shall we use your car or
.mine? Let's use wine* So we drive down tolthe Senator and we
have an accident, Because T have an automobile and because it's

registered in my name, I would collect against my own policy, not

against Cal's, However, had it happened two months ago when I did



not owyn an automobile, then I would be covered under Cal's coverage.
T think that's fairly similar to all of the bills....but I did want

to get that on record,

You will note on Section 5 in that Section on Page 4 a statement

that was_made throughout ﬁhis bill and that is; that thié .;.,in this
fct would only be applicable once; we are not allowing duplication at
any time in this bill, In other words, you can't just go out gﬁd and
by this Acé, twice 1f you were in an‘accident,'collect both times. |
Again, that's counter to wﬁat we'lre trying to do; and that is, to
cdmpensate people on a no-fault basis. |

So we've answered the first two questions‘.,,.(l) who is
covered apd (2) when is it applicable.

Now; I'd like to move to a more importané seétion, I think and
that is the section that has to do with benefits. That's on Page 3.
L. D, 1882 of the Maine Plan provides no-fault coverage agalnst those
insurgd andvrecovery on a third-party basis with an upwards limit
of $10,000, You will notice, for example that that's five times

higher than LD,I420 submitted by Representative Trask and also signifi-

cantly higher than the bill introduced by Senator Marcotte.

$10,000 limit should cover, according to the Department of Trans~

portation figures, 98,57 of all the accidents in Maine. ..;,98,5% of
all the accidenﬁs in Mainershould be compensation;in full with this
plan, A éignificant point, as I told you earlier, as we go through
the various sections of this bill,,..L'd like you to keep in mind that
~one would collect in the order of which the accidenf.,.ffrom which

the injuries were incurred by the person. Let me run that one by again



f

and sec if.I can make it clearer. The person who is injured in an
accident....his primary bill would go to his medical coveragéf-Théyfre
listed in that order. * That's the number oneAprioyity‘ The second:
priority would be wage earnings coverage, substitute services. Looking
for medical benefits, we find an explanation that is fairly simple,..
although we would like to note at the present ti e that past experience
has shown that out of a'package of this sort, 75% of tne total cost would
be under this first section.}¢;medical cosfsﬁ Sometimes in my'delivery
L -might fadé off and refer specifically to medical benefits by °[;ebut
I will mean the whole package.

The second section has to do with wage recovery. Under this
section any pefson insured under this Act would collect 75% of his 2r0ss

(average weekly) wage up to and not to exceed $150.

. Point of explanation: - Why only 75%7 .,,;Well, if you give an
injured persbn 100% of his gross weekly wage on a non-taxable basis,
hefs not goingAto go back to work. He‘s getting more mouney than he would
be getting if he were working. If you only gave himVSO%a_then that
‘Wogldn‘t'bc~”ju§t* compensation. 80;775%,Waé.kind of'a rough estimate
on that.

‘ Question number two: Why $150,00.,ﬁ.why not éompensate:everyone
indefiniteiyZ eesoFirst of all, that would cost a lot of money...secondly,
the $150,00 means that the 75% figure ....it wohld mean that ve are
cOmpenéatihgvfully anyone who makes $200.00 a week or less; ....$10,000‘

a year or less,...we're compensating fully for their wage recovery for



a 26 week. period, The reason that we did choosza cut-off point was
that we feel that the vast majority of the people in Maine, who of
conrse do make less than $10,000 a year,...the vast majority of the
people in Maine should not be forced to pay .for their premium for
compensating wage-replacement and there are only a few people in
Maine who are over that figure,v

Before we leave this point,;,eand I'llfget to it agaiﬁ later
ceoell ghould be noted thag if the person does héve>wage loss in
excess of thgtegﬁbin other words, if the person has more than -310,000
in a year earnings and is not compensated in full....that he can bring
suit for that additional amount,

eeoofOr 26 weeks, by the way, because that's the.cutwoff.period
of Social Security....so that if en injury persists more than that,
then Social Security picks them up with their benefits and of course
we're not going to pay wage replacement forever,..,especially when
the majority of people are on Social Security. ‘,n,,ggggg Social Security.

The nexé'séction has to do with substitute services ,,,fand in
.gheAmain,.$Qbstitﬁté‘serv1céé havé to do.with domestic services,.,..if
yoﬁ‘neéd'mﬁid to comé ‘in and clean the house because you're siék and
your wife-is not working and it has to d6~withfthe~accidenF5 then that
18 not to exceed $50,00 a week, ,..for the same reason, obviously, if
it vere over $50.00,, .people would hire tﬁo; three ﬁaids~to come in and
do a really Tice job on the house; while you're recovering from an’
auvtomobile gcéident, and we don't vant that,

On Section (4)....and T wish that Senator Xatz were here because
SRR

7.



paﬁlier roday he asked a question, T think that relates to one of
the othef billss T think 1420..,.occupational benefits arc quite
Libexral in phrasing that, We are much more liberal than the other
bills.,.well, we do feel that occupational taeraﬁy and occgpational
rehabilitation are extremely important for an injured person and
they should have theAright to collect on that basis,

Finally, and I'm sad that we have to reach this point ....
because there ave over 270 cases each year.....the question of
survivor benefits,  You'll notice that we offer $10,000 if a person
is killed inétantly. But that means ''if" aﬁd in simple terms that
there is (under this coverage) a $10,000 life insurance benefit in
this policy.He gets it automatically under his own insured,

If'the death is a lingering death...in other words, he's used
his medical benefits and so on....he gets $10,000 less the medical
expenses and in a corresgponding manney.,..if yoﬁ have questions, I'lL
be glad to help you with that one

Again, I would like to rewempbésize..,.if a‘person goes over

' . : o : .

on wage replacement Or connected services has losses in excess of $50.00
or in excess of the $150,00 limit...or hiskmonetary losses exceed $10,000,
just as in the other bill...(although in the other bill it was $2,000f
_ pot $10,000) he may bring suit in court for the reccvery of the exucess
over  $10,000,

So now we have WHO we are goinz to cover, WHEN we are going to
cover and WHAT we're going to give them., Wow, maybe we can get into

the core of the bill and some of the facts which I think are peculiarly

unique to L,D, 1882,



Jho will write the insurance?

Section 2955 on Page 3 states quite clearly that only a company
authorized to write health insurance in this State (or any non-

1

profit hospital service) may write this coverage. (reporter's note:

2

"coverage" inserted ...word usecd 'biil")

The obvious question to ask at this point is WHY? ....Why do you

. .

limit it“ Certainly that is discrlmlnatory@‘ It is discriminating
against other insurance companies in the fielé who also wish to offer
their services to the consumer. |

Well, let me answer that first from a philosophical point of
'View and perhaps a practical point can be also be put forth.o...or
hashed out at énother pointAlater on. .

But the philosophical point is this: In the category of
insurers of Maine and in the country are best in providing what they
do best, dealing with property loges regérding insgrancee They
provide collision insurance, they provide you with liability; they~
have expertise..,they deal in property.

For what we are dealing with uﬁder this no=fault bill (and the
other no-fault bills) is not property at all, We're dealing 75% of
those cases with human suffering. In other words; the medical
coverage and it seems to me very strange to maintain a dual system,,.
a dual system of paying for hospital bills, If a no-fault bill goes
through,,..let's say any of the others that have been presented so
far,...ve will have essentially developed a unique system, If you

have a Blue Cross policy, or any health group insurance policy, Union



Mutual orbany of the othexs, or if you have Medicare....and you have
an automobile insurance policy, you are paying twice for the same
benefits. LL you arén't insured at all, and you were injured, you
could collect against your group health insurance policy éf against
your Mcﬂicare or whatever. Now, we are requiring people under the
other bill to say, 'well, we also need to require medical payment
package on the agtémobile insurance....wve're doing this by the [
wisdom, power of the Legislature of the State of Maine, =~ So, we
want to essentially to devéiop the "dual systeﬁ.

If a person is hurt in his car, he turns to the mediéal pay-
ment package, on his éuﬁomobile insurance, If he gets out of the .
car, walks three steps away and falls down, then he turns to his
group insurance or governmental services which will prévide care.

T don't see the purpose of this. I don't see the need for
a dual system..

The second point, of course, hés to do simply with c;:i)erﬁise°

Let the property insurers do what they do best; deal in property

A . . . . . .
insurance, but let the health insurers do what they do best, .. they

deal with the health of the pegple in Maine,

-

»

Next section:™™ Section 2959, How do we get paid? What is

the claim procedure? It's relatively simple and I think it's the

same for the other bill, That is: we're being paid on a semi-monthly .

basis, after the bills have been incurred,..,so that people are being
paid within 15 days of the time involved.

Again, we will lead in this Bill,...and as I've said this has

been worked on by members of the Maine Legislature doing the best that

they can..,,uve felt that the wording in L,.D. 1420 was represented,quite

10



well and T think that you will find the wording here essentially the
same, This has to do with the insg;ance companies, the insurance
providers of service éoes not act ,.,.if they do not act, then we
have attorneys' fees and so forth for that purpose.

Let's move o the next section ,..and this has some substance
to itseceoand that has to do with the obvious fact that we méke pro-
.yision for the injdred person Lo recover.....full right to recover.

Now, T've had a few charts made ubocothey have béen done by

the Committee...bere vou can see charted full right to recover,...

I

we'lve been talking about this for a month. Finally, T felt,
why don't we get this out in front of US..o.this is just a eiample
of the types of losses we're talking about,

Laywers would call human losses ''special damages" and they
would call nom-pecuniary losses, 'general' damages, These are the
tvo areas that we are dealing with and the philosophical question
which this Committee has -to answer before we're done with NO-FAULT
if we enactvthe Bill ié to what extehtare we gqing to allow people
to recover from the pain tﬁat they suffer during ﬁﬁe ose;aﬁd incone
Venience,o,,énd physical impairment which they have}

Now, philosophers will take the point, in féct they>are
correct, that it is'impossible to justly compensate aperson for thé
pain he has been suffering, How can vou put dollars and cents on
pain? No one knows what type of pain a persbn feels, So they are
probably right,...and this would of course, lead to a full no-fault

Systom, ... .1in other words, compensation forever on all of your monetary



losscs but we won't cover you on the oiher. Bowever, thorevis'another
bill before this Legislature including the Morrill bill,...all bills
state that in some c%rcumstance injured viétims should be allowed to
collect for pain and suffering., Now, generally we find guroélves
in very difficult logical problem 1f we try éo start 'drawing' lines,
e can do this, we can't do that,....l'm not going to reiterate all
the arguments that have been made 5n previous bill presentation, but
I would like to summarize a couple of points and T do have a hand-out.
I think you'll find it somewhat intérestingp

The firstiise.‘&and no one;has actually claimed it....but T
did want to re~emphasize it....that is, there is no backlog in Maine
on Civil cases. The major problem in Maine court cases has been
the problem of criminal éases; for jnstance in my own county of

Androscoggin, ¥ had two people waiting for hearing on civil cases

[wle)

...accidents, but they called me up and said, °

Jimeeoegee, I just
got delayed three months, what's the mattef?' (must be too many
automobile cases) ....Yell, what had happened up in Androscoggin County
was that the Cognty Attorney very efficiently went out and conducted
a very large drug. rald, The drug raid was so 1arg¢ thatt essentially
there were so many complications,..in the criminal field.,..we had
to hire extra atforneys.,;,it wiped ouf ghe entire term of the Andros-
coggin Coﬁnty Superior Court.  So éveryone who had a civil case ﬁas
postpdned since criminai cases take preference, So; T don't think that
in HMaine that it even is alleged, actually, thét there isrﬁ backlog in
Maine in civil mattexrs, because of automobile problens.

Second of all, I'd like to note and point to the states of

Maryland and Delavare, They have adopted no-fault bills; I call



them ”no~fgult” vve some people call them 'yes-fault',...but they have
adopted a measure and in each case they have maintained the full right
to suc and the number of court cases has stili dropped, .. .why is that?
It would be logical tosay that if you maintain thekright to
sue, then people will éontinue to sue,...not true, It seems to me that
the preliminary figures that are coming oﬁt of Haryland and’Delaware
show ,.,c..and I think’my own ﬁndcrstanding»of Majine people would o
élong with this,....says, if you can compensate most people fof‘their
econonic losses, their medical benefits and so on,;”$105000e will take -
care of- 98% of'the people in Maine oe.eeif vou will compensate them
for that, they will not be as apt to go into court and sue, T really
donft think the people of Maine are suit conscious. It doesn't ring -
true with me and we're getting these verificationsof this out of Mary-
-land and Delawarc, thch T think bears me out on this point.
We have other points‘..sfl'd like to hand out this sheetesooes
We are the doorstep of an arbitrary threshold,...let's say that’
medical benefits are $500¢ oxr over $501 you can' sue; under $SC0,00
‘you canlt..This iS-Oﬁe‘éxample of the problemé you have with_ite The
geographical difference is the hospital costs in iaine, If you look
(at the handout) at the top you have Augusta General $6OBQO a day;
then yOu-ldok down to Lincoln and you have $33.00 a day. ....if you ire
goingAto malntain some kind of threshold, at leasf gel some sort of
regiénal system, as théy have done iﬁ other staﬁes which'ﬁill say we
‘are goiné to do this on an over-all survey, Itfs obvious that if ﬂ:costs

twice as much to be in the hospital ind Portland as it does in Hancock



County ov in Lincoln, it's going to be much easier to get over that

£

magic linit.....That magic figure of $500,00, Certainly,. people
in Portland can sue for an'iﬁjﬁf§, while peopleﬁliving in the upper
half of thne State can't.
This is the type of problem that you get into....when you set
arbitrary limits, Same problem we had the other day....when we
talked about, well; if we had certain figures. .,.significant injury
weoeothe problem is in defining that ..,.it's like playing god.....

to be able to say, well, we feeél that this is significant and this

gnificant,

is not sic
I feel that Maine has a long line of cases on this point

ceel don't sée any compelling reason has been given us tovget“fid of

this problen, ”

I just wanted to reiterate some of these points....the point

of threshold in my own position and the position of L,D. 1882,

Now, how are we going to pay for it? Since we've offered much
higﬁer Benefit faxeé then any other bill and-ﬁe étill haiﬁtain the right’
. to sue so the obvious question phat would come to aﬁyoue's mind is
'the cost must be ‘astremomical', Well, in looking at: this situation,:
it. scéems to me that the philosophy which I am going to be guided under
is this: it's no trick to reduce premiums by reducing benefits.

WGfre going to try to do.,..and which I hope will happen with
L.D. 1832,,..would be that by banning significant costs of fhe human

suffering part of the package, wmedical payments, essentially, the human

losses.....by banningsignificant profits on that point T think we can



offer a substantial cost reduction to the people ian the State of Mainee.

whether you like it or mot,

3

That's difficult....politically that would be a suicidal route,

Because you have at the present time
whether it's under status quo or any other proceduyrs,.,...you have

Someone is going to get them.eee

millions and millions of dollars floating around in society in the
So, here we have a point
|

i

¢

form of insursnce premiums,

someone is going to get to invest themn,
of a firstterm legislator coming along and says,....he's going to

try to limit costs, the hard route,...but I think it's the route

that Legislature should favor
How do we do it?
Attorneys' fees, There is a section

Paint number one:
involved in this on Pages 5 and 6 which relates to Section 2961....

let me summarize it for you,
This section is the first out-right flat prohibition on legal
fees that you can find in the 18 volumes of the Maine Revised Statues,

section where if you feel that fees arve in

Annotated, There is a
=2 . £~ - ] .
exXCesS....you can appeal and so on.,...but this is a flat out-right

No legal fees may be collected on that first $10,000,
It's really quite

prohibition,
The insurer provides it himself,
as we could ....wve

Nothing.
simple..,.,we tried to make the wording as tight
told them to do so,,.but knowing that lawyers oftentimes take their

position in and out of words, and that no matter how hard I tried we
might still have failed,..we still had to be able to figure out a
way to collect the fee, so you'll find a sentence for that seetion

ves the Supreme Judicial Court of Maine the authority to

which zi



promulgate rules and regulations to carry out the intent of that bill,
Ve have tried to make it as tight aspossible,

So, we did that® to the attorneys; we héﬁé tp say something of
the other hand too. The insuxer...provider of the insuragcee

You'll £ind on Page 7 a wather shori summary, section 2963 where
we require that an individual insurer be able to opérate at an 80%
efficiency level to'write this policy. Uh»gh.

Here's a bundle of problems; benefit cost ratios and how do
you define it.o.can it be used....that's impossible, 17d like
to give you another hand-out from an article which was refexred
to eariierv

It came dut in February,l1973 written by Calvin H. Brainard,
Let's look at the first page, not the vhole article but I think it's
important a,.,they‘revtalking about the resuits secounderwriting
results ofthe Massachusétts insurer.

You'll find at the bottom of the first page that statement
that: "The purpose of this article is to examine the other side of the
market~-the effect of no-fault on the costs and profit margins of
Massachusetts insurers of aﬁtomobiles".

And he states in the next sentence: No-fault is very Ygratifying
as to results in Hassachusetts'',

If you read this through, you will find that they seem to féel
that you will develop...can develop some sort of cost benefit ratio.
On the seconﬂ page of what I have given you 1s listed the results of
undervriting for the year 1971. You can see in the left hand column

Premiums in millions....in the middle column Losses in millions,,..



gome of us prefer to refer to losses in terws of benefits paid
to receipients....but anyway.....there you see the loss ratio

results,

t
+
. 0

So they seem to feel that this is a workable concept; so
vorkable that it is a means of demonstrating to the insurance

1

industry how possible the Massachusetts insurance no-~fault cost

rate was.,

So we feel that if they are capable ofrusing that tenant (
that we should be able to do so, However, some of the arguments
at the other hearing ....I think were quite citeful and perhaps
we are going té have reword the definition of "costs"...of thatr
ratio, but I am sure that we will be able to do that.

I'd like to note futher that using the cost benefitiratio
that we have,...the cost benefit ratio for Maine .,...medical care
package ...revolved around 37%....37¢ on the dollar, T think it
is incredibly low. ...l think we can do a lot beiter,

I then movelnow to fhe next section,..alternate coverage,..
I think we can save a lot oif money when we do that. It should Be

noted ‘that a very substantial majority of the people in the State

alrcady have some type coverage:...public members, senior citizens,

people who are on welfare,.people who are on liedicare, Hedicade,...

people in group subsciibers and the various health insurance policies;

The Health and -Insurance Group sﬁows that they estimate that approximately
977 of Maine people havé some sort of health insurance, That we have
"done is this: the next chart eoeccthis is merely a copy of what we

have in the Bill,,.,so I have put 1t up here so that you could all

examine it.



In a word, we are making this policy the policy of last xesort. He're
making it the policy of last resort, Under the principle that as
few pebple as possiblé are going to draw on éhis no-fault tax, that

as few people draw against it, the rates are going to be lower.

We certainly are not going to be paying out as much, So how do
“we do it?

»First,of all, if a man‘is covered undex -the workﬁens-compensae
tion plan, fhat‘s where he goes first,..second, the person that has
Medicare, Medicaide or has perhaps benefits under the Vekerans Adminis-
tration, he will not tﬁrn to his automobile insurance policy; he turns
to the Goverament as in the example of the senior citizen paying social
security...they héve paid it for many years; that's where their tax
dollaxr goes,..this is why the programs were instituted. So why
would he pay under this for something that he already.has under the
government program.

We could make this on a mandatory fee; of course he would have
to go against first any government program which he has, under‘which
hg is able to collect. The next attractibie benefit is the optional
rule. Ve have had a commitment at least of Maine's largest provider
of care,,.Blue Cross...and we will haye a gentleman later om'who will
.go ovef this in detéii,'l They will provide a rider to tﬁeir»program
and T'11 hope that you will hold any questions on that line and present
them to the eiperts vho have the experience obviously énd would be

the people who will be writing it besides,



Tn other words, then,the person would be collecting against his own

o (]

group health insurance policy. We would, in L.D, 1882, be taking

advantuaze of group benefits and Representative Deshailes has a bill

£

in which are listed some of the advantages of gréup insu;ance in
a variety of areas.
We take advantage of group benafits; ve take advantage of
anyoite wno will enter into a collective bargéining agreement whether
it be union, teacher oxr a person employed by Ehe State where the
State picks up a certain pgrcentagé of the Blue Cross and Blué Shield.
Ve are taking the load of the automobile accident and pushing
it back,...making it a subject of collective bargaining. It also
provides, in the end result, lower costs....Because you have fewer
people joining‘against this policy, and that's our goal. Questions
on that, as.I said I'1ll ask you to hold,
I ask you to endorse L.D. 1382. A few small points,....
you will see the staement of fact and it's quite lengthy because I
wrote it and I thougﬁt it would be a good ideaif legislﬁtors, when
they lock at the stateﬁent of fact,...(before tﬁey couldn't wade through
all the legal mumbo-jumbo)...you will now notice iq the étatement of
fact two points: subrogation is one and the other is insuring invest=
; ‘ .
ment, The actual wording of the Act is actually in the very last line
at the top of Page 9. What we do here...the insurance commission at
the present time as wé lknow, underrthe insurance laws, has a whole
number of facté that he takes under consideration vhen he makes his

decision as to what will be offered to the public. - Under this scction
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we require....have added a clause that the insurance commission
give due consideration because we want to give the insurance
commission some incentive....shall be given 75% of subrogation
recoveries and 75% of investment income. Insurance cowpanies, after
all are getting to be like banks. They maké most of théir profit
not from premiums, but from the fact that they can use that money
while they have'it; invest it and wmake a profit, 4 Well, that's quirte
logical....we just want to give the insurancé commission the authority
to develop some kind of procedure and come up with some answefé, Tﬁe
same is true of subrogatioﬁ and that is a.difficﬁlt subject and T
don't really want to try to define it...unless we say that one insurance
company stands in the shoes of a person who isc injured and goes up
against another insurance company and that on a mass basis it results
in mass soiutions.

Subrogation was'one of the number one subjects that we heard
about in this bill.....in an earlier hearing,’i don't recall by whom,

There are also some sections that deal with general services per=

formed which I think are importants - For example, there's Determina-
v .
\

tion of Coverage; Section 2965 and one peculiaf point is that this
would be the only insurance policy in Maine which.is non canceable
except for non~payment: of premium,
So 1f a person gets old, or if a persoﬁ gets sick, and has'a
hard time dfiving, they're not going to have this section of their
policy cancelled, You - camcel them out on eﬁerythiﬁg elsg...or if
you want to cancel them out because they have been drivingAcare1essly'

and have had 15 accidents, that's o.k., but if our moal is to provide

.



to the people of Maine the opportunity to achieve and get themselves
coverage for medical compensation...then I don't think it should
be cancelled, .

And T think you'll find that when the bgneéit' costs are costed
out by anfactuary, you'll find that that small clause will cost us very
little.

That is esscn?ially ny presentation ana I would be happy to

1

"entertain any questions,

SENATOR CO¥: You have my compliments for an extremely able presenta-
tion. You have already aanswered a lot of my questions in your brief.

Are there any questions?

REPRESENTATiVE DESHALES: Jim, I have one or two, You've aﬁswered
the first one, concerning cancellatibn, in your clqsing remarks,. Section
3966 on Pagev4,o‘pwquldn't tnis conflict with the present bill that
we have heard concerning compensationS.....l forget the L,D, number,
SENATOR TLERNEY:  Which one....?

REPRESENTATIVE DESHALES: The Automobile Cancellation Control Act
that we heafdlMondayﬁ,,ouor maybe prior to that, |
SENATOR TIERNEY: Tt might very well ....

Q. That's the one where we deleted the immunity clause?

A, It might very well,

Q. I think it does,

A, TI'm sure that this Bill conflicts with a great many plans



Q. It would seem to me that the bill that we have heard concerning
automobile cancellation would conflict with that particular paragraph.
Ao Tt may very well. be.

H
Q. The othexr question: motorcycles.,.they;are presently rated
quite differently;,ﬁyou've left them in there and I'm sure thalt you
have a reason,..but ....and I'm sure that you are aware that they
are presently rated differently than automobiles....because of their
. ' ' !
obvious exposure which is considered highér than a carceee? |
A, T think that you've brought up a good point because people on
motorcycles do have accidents but we can't lose sight of the forest
for the trees, If we enact any form of no-fault legislation, we are
essentially enacting a phiiosophy, Now this is not Cornwall VS.....
Q. I'm not arguing thaot, e
A, i undérstand that, but what I'm trying to do, unless the costs
are very astwonomical, I want to leave motorcycles in.
Q. I understand, ecebut my question waé have you taken that into
consideration?....the cost?,..the rate structure?
A, I guess T don't know too much about that at the noment,
Q. Another qﬁegtion: if I understand the content of thié bill.ngl
was talking notes as you were making your presentation.,.quite frankly,
I haven't read this bill....there is no threshold in this bill.
A.  No, that's righte...
Q. Until the out-of-pocket expenses, specilal damages, call it what
you will, exceed $10,000,

RN

A, No, there's no threshold at all, except ...l guess you'd gall it

a floating threshold for legal fees...there's no threshold such as



so many medical benefits ....you g0 be;ow it vou can sue,...above it
you can't.

Q. That's yhere I'm not clear because in this #2961 you say attorneys
fees are not allowed, L think that's what you said®

A, Right., Under no-fault recovery.,..on thét amount up ﬁo $10,000;
Q. T don't follow this threshold concept and attorneys fees. I don't
see the connection, I wishlyou'dbelaborater‘

A, 0,K, fine. The first bill, threshold bill, I think caﬁe down
through Representative Trask and that bill essentially sayé'that you
have a medicél éhreshold of $500, ....remember that charﬁ k had before?
ceecewe'll go baék to it, Essentially‘what that says: 1f &ou are
caught under the top part of that chart, or under $SOO& you can't sue,
Many people in the insurance industry said that's too low, you should
get 1t up higher. eceoup to $1,000 or $2,000. Threshold, of course

has a2 lot of problems and was declared unconstitutional in Tllinois

which is why I feel fairly sure that the clause in there...in Representa-

tive's Trask's bill....ve were a 1itt1e worried about that....it's the
last clause in L.D, 1420 which says that if the court declares this
act unconstitutional the whole act is void, We don‘tAhﬁye that problem
here, o, lc.?

Uader our Bill there is no threShola as far as your right to sue
for whéééon the bottom part of the line, You can have $250.00 in
ﬁedical bills and stiil sue for the pain you suffered because you only

had $200,.00 in medical bills,

N

h

L



Q. This is where you lose me....[l don't understand it. Under most
ther bills that we have heard, specifically the 1420 bill, the non-
pércuniary laws ,eo.under the threshold system 1420 any perwmanent
impairment does not bar court action. . |
A. Absolutely correct. I thinlk here at the time...first of all I
don't want to get into the definitional ﬁroblemss It's clear to
you and me sitting here in Augusta what is significanf? that's easy
) | | _ \ |
for us ..c. but what's going to happen two years out there when
someone gets hurt....naturally, and I don't blame the insurance
companies for tﬁis, because they are in the business, naturally to
offér the lowest  rates and they can't offer the lowest rates unless
they can .eliminace an ewful lot of claims. So you have a lot of

.

words in your act like "

significant","impairment”and so on....then
you're in a lot of trouble,
As Professor Keaton said in answer £o my question,..aren't

these going to have to be litigated? ....he said, '

yes, it is' and
so what that means is that when something has to be litigated you're
saying the only way you can prove it is to go to Law Court in many

"significant"

Cases ..,.Supreme Court....so vhen you use the words
and so forth, you get yourself into a whple lot of troubie,

The only reason why I could say that you need a threshold 1is
to stop paymenﬁ;onfhese lower claims,.nstob‘...don't let a person
sue wvhen he only has a small claim because of ~~~inAother states it's

a valid argument perhaps-~~too many cases on the docket and so forth;

but that hasn't been documented in Maine, Therefore, . that's why

24



we're calling it the M2ine Plan. Of course you can suc for damages

over $10,000 on the top section,

Q. The attorneys fees:.,...vou say in section 2961,...they are "not
allowed", s
A. That's right. You can't do it, When I say you can't collect a

legal fee, it means on that first $10,000...at the present ELME ..,
let's say you had an accident, single car accident and you are.
going to collect against your own insured, right?

You collect your medical benefits , disability or whatever
you happen to have. Letfs say that you have to go out andhiye a
Javyer for that,Now any lawyer that's worth his salt will say .
o.ke let's go after pain and suffering too,

At the present fimef.ceslet's'say that you get all of the
package ....let's say that you get a total package because the injury
is $15,000. At the present time the lawyer can get a contingent fee
of 25% (or 1/3) of the entire $15,000 covered, Mot only does he get

:
1/3 of the pecuniary losses, but he's also taking 1/3 of the portioﬁ
of medical losses. Now, I feel personally that that is uﬁconstitutionalc

T think what we are tyrying to do is compensate people for medical

e A

bills and I don't want lavwyers to take 1/3 off the whole thing.

DESHALES: So there is a problem of fees charged and the rate?

TIERHEY: Right.

Q. How, thefé‘s one last guestion, Jim. This hospitéf benefit is
what I'd like to know about, I just want to state an observation; X
won't make it in the form of a question. . I have nothing against thé

Toun of Jackman, T think it's a lovely place,..



REPRESENTATIVE TLERNEY: eosYou just wouldn't want to live there,

REPRESENTATIVE DESHALES: ...probably some day....at the woment ....

You take $40,00 for a_ hospital room in Jackman vs, Portland,,...$40,00

in Jackman and $59,.00 in Portland. This is an aésumption on my part

and I'm not totally knowlegeable about units...but wouldn't they offer

different services?

Q. ....0bservation only. S i !\

A. Tt wmight vell be,A” In Portland, you havé a parking garage and

somehow yoﬁ get the premium rate; but you don't need a parking garage

in Jackman.,.the Jackman Memorial Hospital, that's true bui the point

is if you have different ratesS.c....

REPRESENTATIVE DESHATES: I understand;bc.,

RhPRESENTATIVE TILERNEY: ....then you are discriminating,

Q. The only other observation T would make on this sheet would be

that possibly Portland has more to offer and possibly they can jﬁstify

a higher rate,

A. One last thing,a,aon the rate reduction..the operating expenses,

the loss rate on that_sheet for various companies listed....for numerous

statesS....15 that»for the B.I. injury only....what does that represent?

A, I'd like to clarify that, 0f course I didn't make that charte..

the person who did....well, people the other day mentioned in committee

Yit's impossible to cdme up wirh any costs or ratios that make any sense.
t

It's a meaningless concepl....that type of discussion was floating around

when we were‘discussing Representative's Smith's bill, but this chart

shioys that Massachusetts has been qﬁite profitable, 4nd that type of

analysis is used by term agencies and by the Professor himself to come



to come up with some kind of ratio and that's what I'm tvying to do
here.

Q. You don't know whether it represents B T ox what?

A. Tt's the no-fault plan of lMassachusetts, *
Q. 'There's nothing on this sheet that has reference to Massachusetts
rate reduction,

“A. The rest of the article (of which youvhave only a portion) doe§k
There were rate reductions,...but,vhat you have answers the two force
rate reductions at mazimum (given hs by the insurance commission)
but even so, Massachusetts calls it very gratifying--quote,

Q. But in that article theve is some reference to rate reduction?

A. Oh sure.

Q. In the article also there was.,..L'm sure that they must have
clarified exactly what these loss ratios represent,..BID or the overall
taxes oyx what,

A, T have the whole article right here.,.afterwvards; if you want to

go over it we can,

S: 0K,

REPRESENTATIVE DESHALE
SENATOR COX: Aﬁy'further questions? | Question from Representative

Maddosz,

REPRESENTATIVE HADDOX: On occupational services benefits, if there is no
litigation under $10;OOO who determines what is reasonable and what isn'i?
REPRESENTATIVE TIERNKEY: Quite obviously, T don't know,..you've got a

good point there. Perhaps we'd better find out, . I think under the
claim procedure that we do allow ''reasonable"..,let me sum it up that

when we cost this out we will find that this section represents a very



minor percentage of the tax.. 75% of that entire section is undec

Part T which is medical benefits, L, TIL, IV and V combined

adds up to the othexr 25%. But I think that you have a very good
point and we might have to work out something. fhis is wy bill,

what is into it now is there because a number’of people héVe talked
with me and said, ‘this is what the people of iMaine should have',

What is in here now_I can aiso take out. Tﬁat's some of the advantages
of having it in committee,

SEMATOR COX: Any further questions?

REPRESENTATLVE DONAGHY: Ve have been quite considerate of the consumer
here, Is this going to give any freedom of choice,..0r are we going
to start right off quick aﬁd say who Qe must buy from?

REPRESENTATIVE TLERNEY: We'r written in section 2693,...if you will

look there you'll find that this act becomes effective, if passed

on January 1, 1974,.,.however, the tax figure wouldn't kick in until
January 1, 1975; so anyone would be allowed to write the tax for

the first year and then if they could make the efficiency level,

then we'll go on from there, _Obviously’ 807% fox performance is an
arbitrary figure and we've got a long way to go betyeen now and the
time this bill is reported out,

‘Q, Why sﬁould anyone be satisfied with 75% of their income if they

are not at fault? e started out bhere talking about a couple of
plajboys going up té the Senator and having a few drinks....

A, DTerhaps I shouldn't have....I'm the quiet type and go hoﬁe every night,
...1aughter.;,o

Q. let's say that the playboys zo up around‘that teardrop thing up there
(rotary) and through the stop light and ram some familyf,.aﬁd the

bnead of the family is in the car,..he's just getting by now or perhaps

=

not getting by,.is he going to be expected to get by on 75% of his salsyy

Do
o8]



when it's our fault?

A, That's an excellent point, Representative Donaghy. However, he
would be getiing 75% oﬁ his sgross income tax free which is probably
pretty close to vhat he's getting already so he'd brobably Se pretty
much on the same level on a no-fault basis. H;wever, he ﬂill have
full-vishi tort recovery, so he can still ask for any difference,

Q. How do you know that he is paying any taxes?

A, Uell, we all pay taxes, '

Q. If you have,..I know some families on social security and they
don't pay any taxes.

A, Ve all have social securityvtaken out, ,.but perheps in this case

if 75%...0r maybe 30% would be bettei, Ox even 85%, but at 75%

it's better than the other bills because for instance in Representative

o

Trask's bill, that was 80% but that 80% was taxable, T think it's a

.

)

airly generous provision, but pernaps 1f we can get it costed out
we could so higher,

Q. Many of our Bureaucrats here in Augusta..the amount of money that
you have in these bills; $150.00 a week and a lot of people make more

~than $150,00 a week, right herc in State Goverament,

A, Well, of course, at $150,00, that's the 75% we're allowing and

anyone can still sue, You can sue for medical loss, wage replacement

loss and so forth if you go over the benefits, You do have to take it

(=)
’

in the fomm of a legal setting, the court room, I would like to add,

however, I don't know how many of you watch Perry Mason,...in the

3]

United States today in iwst any trial, you get suit on trial, if you
mention to the jury that the person is insured and he achieved (got so
much moncy against his . Lnsurance company)..,bingo...you‘ve cot a

mistyial, The jury i< oupposed to sit there and pretend as though

29
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the plaintiff and the defendant are not insured; they're supposed to
pretend thaty we take care of that under this bill. That is, to
give the right to the attorneys in the case to be fully open to the

jurors and say, ' yes, we've already filed under the no-fault basis---

the person has already been compensated $7,000 medical bills; $1,500,
in wage replacement and so on,, make it verv open to the jury; so
we have a little bjit of judicial reform here too. :

) | 1 .
Q. Again, you're helping out the two playboys that caused the accident?
A, Well, no., it's their fault, they can't sue. If we'lre still
operating under the premise of the playboys, they're going to get

their mauiwum of $10,000; if they are injured that much, but they aren't

z0ing to,get any more,

G2

Q. Yes, but the playboys are the defendants in this case. The attorney
is not going to be able to do his usual pleading before that jury about ...
A. Oh yes, of course he can, The only thing we're saying is we're

giving the attorney the right ~-more right -- theA;ight to say the
plaintiff has already been given such and such an amount, but we're

suing herg for wage replacement., Tt's a game of magic; the jury 8its
-there, they donfﬁ know whether the defendants are insufed or not, so

you play the tremendous game of you know, asking for damages and the

ﬁwo drunken playboys theré, tﬁey are not insured and you could go. on

kall day with this beautiful suii and not get anywhere because they‘rg Pra -
bably judgment proof; but if they are insured then it's insurance

company vs, insurance company and I think we ought to get all our cards

on the tablét

Q. Wohat about commercial vehicles; are they included?

A, To the extent that they are involved, they will have to purchase a



contract, Thiere is a specific reference on Page 4, Section 2957,
"hen a person is injured by or: while occupying a motor vehicle

ovned by a person, firm or corporation in the business of trans-

porting persons or property or by or while occupying a vehicle

ovned by an cmployer, Primary coverage....'

.bo.éll, motor vehicles are gping to have to be insured ﬁhether they
are owned by a trucking company or not.
SENATOR COX: Representative Deshaies: ...
REPRESENTATIVE DESHALES: Jim, I hate to keep coaing back to this”..
but I am familiarizing myself with ybur bill,..as I told you I haven't
had time to read it.

Jini, have you covéred‘pedestrians in youp bili?
REPRESENTATLVE TIERNEY: Right., That seems to be covered by the person..

let me put it this way, ...the policy doesn't'walk arxound the pedestrian’

it 'rides around with the car, Unless the pedestrian has his own policy

because he has a car....let's say for example, the litrle old lady who

doesn't own a car, that would be covered by the person owning the car,

Q. You've got that subfogation thing....it's left.a big question mafk

in my ﬁind.ﬁsl'm not clear on that,...

A. Well, there are probably people here who are much more qualified

to speak on that,,..l can mull through it if you want.,..l See a number
of attorneys here in the »oom.... perhaps we cab.ce.

Q. 0.K. One last question: have you had an opportunity to have

- an actuarial study made about savings in this bill?

A, Ue have some protective cost analysis, but I'm not ‘going to pre“eﬁd

that it is an actuarial study, This was done by just a few of us



and what we did was ...after we were undervay T invited Associated
Hospital Servicé of Meine, we talked to Union lMutual and we talked
to Blue Cress and they have some low-cost figures and 1‘d like it
if you would ask them when they come up here.
SENATOR COX: Any further question37
REPRESEM:«.’EIVE OBRIEN: I find it rather amusing that you're not

going ﬁovallow any attorney fees from thé standpoint of giving avay....
I find that amusinésoftbut anything over the benefits you're entitled
tto sue;.ovthere wvould be no attorney‘fees for up to...but over that
they would,

REPRESENTATIVE TIERNEY: That's the whole point of this bill....

there are medical costs plus other thiugs in that bill and when

~

an attorney takes 1/3 of the package ...he's getting 1/3 of the whole

'
i

thing. Many attorneys don't sit down to figure out 'L did some
work on this section; T didn't do any work on thattséction',é,,é,
when the attorney gets this..,he gets the whole package and he doesa't
do any subtracting oﬁte

SENATOR COX: Are there any further questions?

REPRESENTATIVE TIERNEY: Lf there are no'furthér quesﬁibns, I'm going
to ask My, Thomés Cathecart who is here today from-ﬁlue Cross to speak

cas to vhow his Association can insurejthe provider of this service., He

.

is going Lo speak about.some of the mechanics of the bill and then after

. t . ;
that I'm going to be up again and introduce a few other peeple.

MR, CATHCART: Senator Cox, Members of the Committee, I am Thomas Cath-
cart; I am Director of Health Care Planning and Research for Maine

Blue Cross and Blue Shield, ~ What I'd like to do this afternoon ceoee



this (the mike) is a little low for mec,..L'm six feet five inches tall,...
What T'd like to do here this afternoon is just make guickie

statemsnt that will give you a lititle bit of éhe background of what

our interest. in the Tierney Bill is and then, put it out for questions,

tThat is Blue Cross' interest in automobile insurance? In one

vord, ''none”. Ve ave not approaching no-fault insurance from this
aspect, . Rather we sce no~fault insurance as an approach to return

’ {

‘the injured person to wholeness without concern as to fault, but oniy
accovding to his needs, This, as we see it, falls mainly within the
praovince ofkhcalth care,

Philosophically, right off the bat, one encounters many problems,
And maybe- they can be simplified by lookingbat‘the‘various aspects of

.

‘autmobile insurance separately. Basically, there are three such areas:

rm

1. Protecting the car: his juncludes liability for the othern

person's car; it includes collision protection for your own car,

2. vProtecting other property. == and this is what we calil

property damage.

3. DProtecting the owner and this ﬁeans bodily injury coverase

to protect him from claims when the accident is his fault. Now,

this is under the present system, not under the Tierney Bill.,
How, you may say that one area of automobille insurance has been left
out and that would be medical insurance payments, This is true but
I ﬁave omitted it for a reason., Medical payments insurance is an

area that has crept into the autowobile insurance virtually uanoticed



because it was not recoznized at the tiwe as being properly in the

province of health care vather than auto insurance, Uith the advent

of the no-fault concept of auto insurance, we are being made awvare

o}
M

the proper place of this type of coverage, ’
Another factor is also rwegponsible for our re-thinking of this

n it

problein, This facton is the increasing use of the so-called "systens
approach fo the scolution of problems. Instead of coming with piece-

meal solutions as problems arise, what we are now attempting to do
/ A :
is- to see the relationships that exist between the problem that arises
and the existing oxr appropiiate system into which it most adequately
fits.
When this is done with the no-fault system we are struck by
two facts:
!
1. Health care lusurance has been paying these bills for
quite a while and
2. The majority of people {ihe Health Insurance Institute says
that it's 9 out of 10 people) are now covered by some form of
“health care coverage, elther through group or as an individual,

This means that there is a direct connection betwieen the health care

eggrier and the payment of automobile accident injury reparations, o

-

»

is now evident that tﬁis is not a new area of concern for the health

care carrier, but one in which he has been deeply involved and in

‘which he has more ewpertise, I would submit, than the liability carrier.
Now one of the factors that adds to the cost for the consumerx

right now, under the present system, is the paying of duplicate coverage,
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Remember, there were 9 out of every 10 people covered for medical expenses
£1i . e . S a1 . , s onn
When coverage is provided twice by health care insurance and by medical

payments, (automobile insurance) it means that the consumer has paid

twice for the same benefits, As the old saying goes, ‘'there's no
such thing as free ride', T.f a person is getting a benefilk, he's
paying for the benefit, 1f he is getting more coverage than is needed

P

(or twice as much coveraze as is needad) he is also paying more than
is necessary,
Now, it also costs more to administer these benefits and if

benefits are being paid by two organizations, the consumer is paying

two administrative costs to two insurance companies.

confusion to the providers of necessary health care; hospital, doctoré
and so forth, They have already established efficient and inexpensivc.
procedures for administering claims. These pr0ce3ures would probably
be disrupted, and are belng disrupted in the present system, by having
to deal with accident claims differently than with ﬁealth care clains
and with having to deal with two claims'instgad off one.

Ey includiug no~fault benefits in the area of health care, the
consumer is also being helped by the health careAcéfriers"ability
to bring about costvconﬁrolsbwithin the health care system aﬁd here I
am thinking of such things are utilization review and peer review.
This is committees of doctors working within the hospital or working
vwithin tﬁe Stéte lMedical Association ox the State Osteopathic Agsocia-’
tion to study patterns of caré‘in ﬁhe health caré system to make -
sure that care is being rendéred in the appropfiate setting; making

sure that only those who need to be hospitalized are hospitalized and



so forth. Now,‘Health Care carriers have worked with these committees;
these review comnittees to try to hold down costs; liability carriers
obviously have not because they don't have this soxt of axranzement
with dealers in health care,

Another advantage which accrues to the consumer by making the
health care carrier primarily responsible forthe payment of claims
is the reduction in cost of the no-~fault package. Under the provisioné
of the Tierney Biliﬁ the no~-fault benefit payments are reduced by the

R ‘ e A » .

amourit of the claim paid by the consumers' health care coverage. It
follows naturally, then that if claims payments are reduced, the costs
are reduced‘ In other words, what the Tierney Bill makes possible
is for the health care insurer, who writes the no~fault package to
offer at least two 1evcis and maybé here are more,

One would be to the person who now has health care insurance .
To that person we would offer a complete scope of benefitis as defined
in the Bill. But, for the person who now has health insurance, what
he is doinu,he is paying for the majority of the benefits in the
_Tierney Bill,...what the no~fault carrier can offer that person is
a reduced package which would supplement his présent health care coverage
That healtb package would, obviously be sold to the consumer at a |
vastly reduced price.

Another advantage which the~consumer gains by having the ﬁealéh
care carrier Tresponsible for claims payment is the use of a syétem

whicli has been stripped of unnecessary red tape so that his claims are

paid by the most rapid method,



Throuzh the use of this system, he has the best means of achiceving

the payment of claims vithin the time limits estabiished by the no-

fault legislavion and cach of the bills has a time limit within

whicn bills must be paid. He is also assured of having sexrvices

provided wherever he may be when involved in an auto accident; ..

1 o

as health insurance carriers have re elationships with health insurance
providers all over the county; in fact, all over the world,

In addirion to the time-saving aspect of the claims payment
system, the consumer bene firs from the efficiency of adninistration

P

concomitant cost savings.
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more of his dollar returned in benefits.s..and we don't have £o go
too far to find out that health care carriers have a significantly
lesser administwative cost than do liability carriers.
Presently, for instance, Maine Blue Cross and Biue Shield
returns 93 cents in benefitg for every dollar paid by the consumer
T would invite you to compare that with the figures that Represent rarive
Tierney distributed a moment ag0e.
In summary,
1. NOWIduTt benefits are p;edonlﬁaltlv health care benefits
not automobile benefits,

~s are, we feel, best equipped to handle

\_-J;

2, Health care carrie

p_;

the paymentsof health care benefits’
3, The consumer will best be served by a system which is accepted
fast in payment, cconomical in administration and has some control

over health care costs.




SENATOR COX: Ave there any questions? Representative Deshaies?
REPRESENTATIVE DESHBATES: This 937 of return that you allude to...
lr. Cathcart,...l'm not clear on that, Presently, is Blue Cross

chartered through the automobile reparatioas systen?

MR, CATHCART: Well, it depends on what you mean by the 'automobile
reparations system', Blue Cross is chartered to provide non-
profit medical or hospital plans. Now, there would be some benefifs.

’ !

in this bill!which would not come under Blue Cross and Blue Shield
Charter, 0.X. Where's your replacement?

Now, Blue Cross cannot speak for any other health care insurer,
but to speak just of Blue Cross for a moment,...Blue Cross and Blue
Shield have an administrative agreement with localized mutual insurance
company ....Blue Alliance Insﬁrénce Company will write.,...has agreed
to write the benefits under this package that Maine Blue Crosg and
Blue Shield could not write,

Q. Blue Alliaﬁce? ecscthey are chartered, in other words, ....what
I'm thinking of is subrogation and various other benefits that would
be recoverable....say Blue Cross per se would"péss this on to Biuev
Alliance....that part of the claim, in other words?

A. T need clavification....which part of the clqim?

Q. . Well, T nced clarification....Blue Cross would pay the actual
medical, hospital benefits?
A, That's right:

Q. But if the claim is pursued further.,.loss wages...various other

pecuniary damages...subrogation? ,...who handles this, Bluec Cross?



£, MNo. Anything othef than hospital or medical service would be
handled by Blue Alliance.
C. UWell, tell me moves about Blue Alliance,,..l'm rather interested
iu Blue Alliance, that kind of loss ratio do they have ....with Chis
particulav ....isn't this a stock company?
&, No, Blue Alliance is & mutual company.
Q. It's a mutual company?
A, Yes,
Q. Well, I have'some interesting figufes here on Blue Alliance, Vould
YOu, ..o, they have been given to me within the past few days and this
is taken from your 1972 financial statement; your group, accident and
health loss ratio was 40%.

| This 1s pure loss. Lt does not include apparently, operating
expenses or anything else.

Your other A & Ho..that is the individual A & H vatio 1s 44,27,

+ .

Now, this is considerab

-

y different from this 93% recovery that you
people keep alluding to. lHow would this affect the over-all package?
eeoolf Blue Alliance handles subrogation?

Alliaunce sells at the present time is

[N

A. The main product which Blue

A
major medical insurance. 0,X,? and Blue Alliance has only been operating

M

this in a large way in the last couple of years. Now, major medical

oy

claims have approximately a two year time lag; first of all, this is an

educational problem, People have to be educated as to how to claim
benefits, Partly, it's just problem ..
REPRESENTATIVE DESHAIES: T ¥ Sorrye.,.what's that azain?

MR, CATIHCART:....the policy holder has to be educated as to how and when
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to claim benefits, This is a time lag in offering eny new major

o}

medical insurvance to a group.

The other problem is thalt ,,...['ve lést my train of thouzght
here..o..the other problem is that the time lag in submitiing claims,
0.X,? ...one has the benefit period of a yvear once he has accummulated
an out~of-pocket expense of $100,00 within 90 daysg;awe have some time
lag there. | )

Another éﬁswer to yoﬁr gquestion is: that together, between Blue
Cross and DBlue Shield and Blue Alliance, even at the.present time and
even taking inio consideration all the factors that account for a very

o

lov loss ratio ( and I agree’'with you === I'm not arguing that at all--

it's a very low ratio) I think in a couple of years you'll see, though,
that when the time lag catches up with us, you will have a very high
loss ratio, as we should,

But, even at the prescnt time, taking all that into account,

we would be still well below the 80%....well above the 80% I should say.

Q. Do you have any actuarial figures to substantiate that? That's a
pretty broad statement you're making here, Blue Alliance is at 406%

fox group; 44,27 for the individual...overall of wroughly of 45%, you

5
say now, that they are going into subrogation and they'll be payiﬁg
at least 80%7%7....do yvou have anything to back this up?

A. Mo, What I'm saying is that Blue Cross and Blue Shield and Blue
Alliance together would be well above the SQZ, even now.

Q. I understand what you are saying.,..do you have anything to back it up?

Any actuarial study to back these figures up?



A, o, But I can provide that to the Committce, if you would like.
Q. Yes,
A, T didn't bring the figures with me....
Q. Are they available?
A, Yes, I am sure they are.
SENATOR COX: Representative Donashy?
REPRESENTATLIVE DOHWAGHY: You said you were 6 feet 57
"MR. CATHCART: Yes,
<o laughter., ..
Q. How many premium dollars do you anticipate that the Blué's will
lose when people drop their other Blue Cross coverage...because they
alxready have it underwanotﬁer plan, and there is no point iq having

‘ve paid a premium on it twice; youfve paid it on

it twice? You
your auLOHOﬁjlo insurance so you re not going to pay it on your‘c5,}

A, T would hope that no one would drop thelr health care service
bécause their health care coverage covers them for a coasiderable

more broad spectrum than juét automobile accidents.

Q. Isn't this just an assumption?

A, Yes. But I think it's a reasonable one. Yes. It is an assumption,
Q. +.c.Because they mlght have some other coverage with cther carriers,
and they would want to continue with tnose‘carriers,

A,  0Oh, maybe T don L understand your quesiion,

Q. Well, yoh say that Blue Cross is well equipped to take care of

this because they ave aiready taking care of .,..what is,.,400,000

people .,..most people don't worry about health care except throush

accldents,..so, where are your accidents, where do #iiey oceur,?
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A. Well.I would think percentage-wise the population bought health
insurance mainly to protect thewmselves mainly against automobile
accidents ag opposed o all the other reasons for{hospitdlization

and physician care,..you'rve right, that's an assumption,

Q. ihat about the premium taxes...does Blue Cross and Blue Shield
pay premium tax?

M. HNo it. does not. 1

0. How would the General Fund be filled Qp_again on this Qneq.gﬁo

MR, CATHCART: Do you wmean; how is the tax Joss to be replaced?
REPRESENTATIVE DONAGHY: Yes.

MR, CATHCART: First of all, this bill would make automobile insurance
compulsory fof every car in the State,..wvhich now is not the case.
Secondly, it would add a medical payments portion, including that
portion for whichbwe would be subject,..the Blue Alliance portion

for which Blue Alliance would be subject in tax. Too, all of the
insurénce policies that now have no medical payments in it at all,

50 besides adding insurance for- the uninsured, it would also Eé
~adding medicai payments who don't have ﬁedical paymentsin their policy
now, I can't give you a figure asAto ﬁhether tﬁat'cémes-oﬁt evert
less, ox ﬁore; but it wbﬁld be some sort of compensation.

Q. Tp protect the consumer, would.thé Biues' be subject toﬂthe sane
-audits and so forth?

A, T think we should be, yes. We are currently subject to more of
this than others in the Insurance Industry,

‘Q} fhat would add to the cost of our running the Insurance Department?

Ao Yes, it would, that's risht,



SENATOR COXc fny further quesﬁions? Representative Obrien?
REPRESRATATIVE OBRLEN: Actually, Tom, what I would be doing is
adding to mny present Blue Cross and Blue Shield pplicy?

MR. CATHCART:  That's correct, .

Q. Would my premiums have to go up?

AA. You would péy an insurance premium for a‘benefit that currently
is not in your Blue Cross,Blue Shield policy.febut you would not

be "socked!" for two reasons, {1) for thé portion of attorney bilil
which would cdver your medical expenses (as under the other bills

"socked", ==one to cover hospitalization and medical

you would be
bills and the other to cover wage replacement and so forth,

Q. What you're saying is that 1if you take all the parts of the
premium of our no-fault insurance bill and add that to our group

of the insurance that we are presently now carrying,..then the
Tierney Bill will show no rate immcreases to the general public; but
it will pay a rate increase on ousx health insurance group policy?
Over~all there will still be a rate increase...if you put both
.packages’fogether?

A. You would be paying ...chavged for what isa't in your current
Blue Cross and Blue Shield‘¢fthere would not be a rate increase on
the part that's Blue Cross and Blue Shield because what's happening
under the present system is you're (under any of the other biils) is
that you're getting paidbtwice.

Q. I think ﬁhe point ['m trying to make is ....that someone getsup
o

before the Committee and saying 'with this no-fault bill, there will

be no increase in premium rate,'

A

T

1



T don't want that to happen. cc.l....youn know who My, Ponsey was?

ceeepul $1.00 in the basket and take out $2,00. I don't want this

public stand that there will be no rate increases with this bill

»

NCTease. ....maybe not to my present

il

when actually, there will be an

car carrier, but L'll be paying wmore for my prescnt insurance when

e

this bill passes.

A, No. You wouldn't be paying move for your Blue Cross and Blue
Shield.

Q. But the additional coverage I'm going to get from Blue Cross

and Blue Shield, T will be paying for?

A. Yes., That's correct.
SENATOR CO¥:  Let's pursue this just a little bit further,

ceoeyeS R};PRESENTA’l‘IVE DESHALES?

REPRESENTATIVE DESHALES: He's raised some very interesting cquestions
here. ill the doctovs negotiate with the hospiﬁalq.‘whereby they
only pay a percentaze of the doctor's submitted bill,.or a percentage
of tﬁe hospit&l.bill¢san

MR, CATHCART: Qn hospitals, we pay on a lower costwofméhqrges baéis;
This is a very complex formula and that's oversimbiifyinggﬂ,but to’
‘maike it.simpleo;eit’s lou-cost=of-charzes..,s0 that if costs are

lower than charges we are paying on a cost basis, That usually

9]

works out to around 1% for reduction under charges and sometine
“costs ave higher than charges, 0.%, but we work it out in general
to 1% ~- sometimes as high as 2%,

Q. Iy information, appavently, is iacorrect, T was told this by

hospitals,,.that at the end of the year they divide up whatever is left



but: on the overall, they pay epproximately 907 of the hospital hill,

0, Tt's the ¥estbrook Hospital ,..they would be very happy to discuss

that with you,

would continue whereby the hospital could gyvant Blue Cross a reduction
in theix bill....the doctors a reduction in their bill...if this us, .

o

should go overall....how long do you suppose the hospitals and the

jart
)

doctors could continue to agree to this rate reduction agreement

(&)

T i

hat's a question I don't believe anyone 1 asked,..or 1f asked

o
P}
]

what is the answei?

A, T guess I'm nissing the point, Vhy would they not, under the
i

no-fault system?

Q. I am asking vou why should they? e

1

First of all, they arve presently being compensated by health

N
=
-

insurance coverage now and ,.,.on a cost basis....and they would continue

to be compensated the way they arve now, ...

Qe yeseif there is a weduction?

(4

Ao +.oewell, that depends on what you mean by reduction, We're paying

2

them what it costs to do business, instead of paving their actual charges
if it turns out that their charges are above, it's the cost of doing

business,
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REPRESENTATIVE TLERNEY: T will continue wmy presentation....
w o - . ) ]_ 3 N . R, 1 1 SR )-1 It
Representative Deshailces, continue to marvel tnabt you didn

read my bill, and vet you came so well prepaved, . ..

- A ) »
caer }_5‘.U81]L(‘,L ¢ ed o

SENATOR COX: Jim, do you have several proponents,...because it's
pirobably time to switch over to some of the opposition.cece

¢

REPRESENTATIVE TIERNEY: I do have a number of proponents,..
STHATOR COX: lMe've gone an hour and a half...,L think it would

be a good time to switch over to opposition,

REPRESENTATIVE TIERHASY: 0.K. I hope my people don't leave,

SENATOR COX: Does anyone wish to speak in opposition to L.D. 18827
ecuscosedim, will you proceed, please?

REPRESENTATIVE TIERNEY: As a member of the Committee, .....%, tooO,

”paSS”

perhaps should
,;vlaughter.,r,
In most of the debate, we've heard questions about what the
insurance people and lawyers feel aboﬁt ity how do the people feel
about this? i‘ve asked a few people to come out now and they
are concerned about no-fault and T would like to have their feelings
knoyn to you.
Onc person who wanted to be here and could not was M, Jack
Libby. Tt was only yesterday that he recalized that uno=fault was

-

being heard; 1w, Libby is the President of the Maine Council of
older people, Senior Citizens~-but he couldn't be here today,

~

MR, LAURRNCR: Members of the Committee, my nome is Jemes H, Lawrence,



My office is Chuistian Science Committee on Publication for the State
of Mzoine. Tn both 1832 and 1379, we wish to make a brief amendment
¢ N

and T'11 pass this to you, but it would come under Section 2950,

Benefits., It would read as follows:

B

1A, Won=medical benefits, Anv non=medical remedial care

and treatment rendered din accordance with a recoonized religious

]

rnethod of healinge,

This amendwment is proposed to provide for'those citizens who do not
rely upon medical means, but on religious means for their welfare and
I represent this group in the State of Maine,

SEHATOR COX: Any gquestions of i, Lawvrence?

Thank you.

MR, DARLING: My reason for being here today is to correct the exclusion

of motorcycles from Maine's no-fault insurance laws until ample studies
are made to inéure reasonable insurance premiums for motorcyclists,

He're not opposed to no-fault insurance and no-fault lawvs in
particular, unless these léws result in pricin: mdtorcycles insurance
out: of reach of the average citizen,

Because bf the high percentage of motorcycle accidents that
result in bodily injury, it has been estimated by the dMid-Vest
Insurance Company that motorcycle insurance premiums, under no-fault,
would have to be .'456,9% higher than automobiles,  Uhen you consider
that a motorcycle is used less than 6 months per year, and that the
insurance rates are now lower than car insurance, you can sec the

drastic results.

Y
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Motorcyclisis, ﬁotorcycle dealers, supnply houses, repair
shops would all suffer economic hardships. I'm not géing to go
into the hardships right now; one of my comrades is going to, but
I would like to vead to you a statement fromtthevNational Association
of Independent Insurers with respect to the inclusion of motorcycles
under no-fault,

The National Association of Independent Insurers N;A,I,Io, is

’ |

for some 545 property and casualty

a voluntary trade association

0 1

companies of all types. Companies affiliated with the N, A, L.1.
vrite more than half oﬁ the insured automobiles in the United States
including motorcycles, A number of their companies specialize
exclusively in the writing of motorcycle insurance and this is
vhat they have to say:
"Je are concerned about the impact which no-fault would have on
abtoreycle dinsurance, Lt is our considered opinion that the
inclusion of motqrcycles in any no-fault program, even a limited
ﬁrogram, must have a very adverse effect on the cost of motorcyﬁle
insurance.

Much more so than the insurance covering other types of
vehicles, The effect can be so adverse, in our estimation, as
to result in the loss of the insurance market for motorcycles
and put motorcycle ownership ouf of the reach of most persons,
or,'in fact, to encourage operation of motorcycles without
insqrance.

For these reasons the N,A, T.L, believe that wotorcycles

wuld be excluded from no~fault legislation,



Mow, accoxrding to sccident Facts, 1971 edition, total motor-
cycle régistrations in the United States: was 2 willion 514 thousand,
slightly woxre than Z%lof the total registration of all vehicles,

Motorcycles, obviously, represented a §mall portion of this
total vehicle picture... this panorama which wusi: be attributed to
more than 85 million passenger automobiles- in the United States
‘today. Now, there may be compelling reasons why no-fault wmay be
made applicable to private automobiles; certainly, they contribute
to the biggér and more important area of the auvtomobile accident
réparations problem, if not the entire problem itself,

The reasongfor the inclusion of motorcycles, under no~fault,
are less compelling in view of the use of which most motorcycles
of course are put; the insurance temperament of the motorcyclist

and the physical dissimilarities of motorcycles compqred to motor
vehicless they result: in exposure of different sorts.

Today the private automobile is used, essentially, by the owner
for his own family, transportation, Most of the public is absolutely
dependent on the automobile for transpértation to conduct itg daily
business and the automobile is in constant use fqr.this purpose
throughout the year.

Most motorcyclists, on the other hand;ruse,ﬁhe mosorcycle mostly
for pleasure vriding or sports purposes on and off the public ways
and usually this is sharply curtailed in the wintef months, . . Most
always the private automobile ,..or up to the preseni..,.have protected
themselves and theiv occupants and automobiles through the purchase

of medical insurance coveragze under the automobile liability insurance

policy.



Premiums have been held to well within their ability to pay. lilotor-
cvelists, on the other hand, have traditionally declined to purchase -
this medical insuradce for themselves and tﬁeir passenger principally
because these paymeuts, therefore, have not .been within their ability
or the willingness to pay. And also because they have recognized
the extraocdinary hazards involved in motorcycle xic
to assume the risk themselves, much as other sports participants do.

Morecover, the passenzer hazard has not been such a bad effect
in a motorcycle operation as it has been in the automobile and there
has been, therefore, less percentage of motorcyclists who have
purchased medical coverage to protect passengers than has been true
of owners of the automobile,

Now, the pﬁysical characteristics of motércycles as compared
with other motor vehicles are obvious and there is no need constantly
to enlarge on them other than to note that because of their fun-
damental design, motorcycles represent far more risk of harm to the
operatos or the rider than to any other person, Pedestrians may
be injured by motoicycles, it is true; but hotoroycle accidents
involving pedestrians are isolated; instances hardly productive of
the severity of injury which an automobile can inflict. Even move
real is\the injury of the driver and occupants of an automobile
involved in a coilision with a motorcycle. The motorcyclist in
such event invariably comes out second best,

No~fqult, which does not exclude motoreycles, conséquently,
the motorcfclist to be required to purchase insurance
and, essentially, to remedy the 1lls, having particular application

for the wost part to the automobile, only.




You would equate the motorcycle with the automobile despite its

.

obvious differences between the two not only as to the physical

characteristics but also to the hazaxds to which each is exposecd,

T would totally disregard the &ccommodations made uader the present

~

tort: svstem in order to establish an insurance market for motov-
cycles at a recasonable premium rate. The accommodations would, at
least have provided some measure of protection to the public if
not to the motorcyclist himself.
Thereis another aspect for the market which also enters into
the picture, TInsurance rating fox wotorcycles 1s a completely
distinctive method from rating automobiles, There are no separate
youth classifications, no discounts for good students, and no merit
based entirely on age and marital

rating. Instead the rating is

2
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status of the operator and the size of the motorcycle, The system

is calculated, essentially, to produce economical, feasible rates

-

for the motorcycle, No~fault, accompanied by Legislative sphere

to reduce premium because of the tort exemption and other factors,
would not, in our estimation, appropriately measure the motorcycle
exposure cheaply because of the absence of statistical experience
which would enable the companies to identify the cost of the benefits
to be provided,

The system is calculated, essentially to prdduce an economical
feasible rate for motorcyles, = No-fault, accompanied by legislative
sphere to reduce premiums because of the tort exemption and other
‘benefits would not, in our .stimation, appropriately measure the cost,

Now, of tne states that ahave enacted no-fault laws Lo date:
vhen this was written, which was about a year go, Delaware was the

only one who directly thought it wise to cover wmotovcylcles.



under this lew and was a circumstance which virtvally dried up
the motoreycle industry in the State vhen the law went into effect
in January, 1972, .

Since the writing of this letter, other states have had
no-fault inclusion in law for wmotorcycles, but states that ha e
excluded motorcycles in no-fault are: California, Hassachusetts,
Connecticut; Florida, WNew Jersey, Soutn Dakota and ilnnesota.

While.under the present circumstances H,AL.1. is opposed
to the jnclusion of motorcycles in no~fault laws, we arec not
ruling out the possibility of a variable program of no~fault
can be worked out,

s end the H.A.L,I. and motorcycle committee have agreed

Tt

To th

to initlate a study designed to develop essential statlstics providing
insight into these exact motorcycle costs, a
Pending the result of this study we reaffirm that wmost of our
convictions that motorcycles should be fully exempt from no-fault
laws.
..p.}réSpectfullj submitted, THE NATIONAL ASSOCIATLION OF INDEPENDENT
INSURERS.
Now, the motorecycle industry council,.in order ..}ﬁan organization
of which our motoréycle dealers are a member, represents about 96%
of the manufacturers and distributors of motorcycles‘as well as members.
of the allied frades and eighteen hundred dealers thioughout the United
States. The M.XI,C. position on no-fault is; Resolve: that the
staff of the M.L.C, proposes to the United States Department of Trans -
portation and specifically to the insurance carviers in the insurance

maxlket that they each undertake studies of the applicability of no-fault

o
[}



to the insurance of nmotorcycles. it is further resolved that until

the above studies are accomplished, and the M,T1.C, can determine

whether or not no-fault is feasible to motorcycles, the M.I.C, at

this time requests exclusion of motorceyeles from pending no-fault

Now, 1 beg your indulgence.fér just another moment,
I have a2 copy of a letter; it's correspondence befween Mr,
J. Richard Barnes;‘he‘s the commigsioner of insurance in the State
of Colorado and Mr. Fred Hagen; he's the president of Mid West
Insurance Company...Mid-HJest Mutual is the oldest type of insurer
in the United State and omne of the biggest,
He explains how motorcycles insurance is rated and this way be
of interest;
"Dear Mr. Barnes: It happens that I am also the Chairman of
the Motoréycle Committee of the N A, T.L. speéialty carriers
of motorcycle insurance. MNeedless to say, we have been given
a great deal of thought to no~fault as it pertains to
motorcycles. Unfortunately, there is no insurance data
available that would be useful iq promulgating a rate for
no-fault insurance. Insurers have just never sold coverage
of this kind to motoxtyclisgs before, 56me- ihformation
has been madeavailable to Qs such as special studies by
some state departments of public safety cohcernimg motorcycle
accidents. Our Cornpany has.studied these reports. Our
Commitéee has authorized a study by Drake University here
in Des Moines designed to extract all pertinent data from

rse studies pert-ining to wmotordycle rating,. e arc
these studies pert oot otorcycl Ating Ve are
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quote continuinge...

hopeful that the '"Drake! study will be completed by mid-Hovenber
R
rst of Dccember,
T owill tyy to give you an idea of the kind of information

I personally think can be obtained from motorcycle studies. They

deal with the comparison between notorcycles and automobiles,
’ l

i

so it may be possible to start out vith the automcbile rate
and work up to a motorcycle wate. Studies compared frequency
of accidents between autos and cycles, By frequency, we mean
the relationship of a number of accidents according to the
total registration on the two types of yehicles.

From a Hew York study of‘cycles and automobiles, we
learned that the relationship was six point 3 higher (6,3%)
higher for motorcycles than it is for automobiles; that is,
cycles have 6.3 more accidents per registration than automobiles,
Unfortunately, there are many unreported accidents, particularly
of f~the~road accidents, A California study indicates that only

about 1/3 of the accidents are reported, These studies then

w0
)

look into the percentage- of injuries to match that. That 1

when a motorcycle and automobille are involved in a given number

of accidents, personal, bodily injuries vesult. The New York

study indicated 78% more injuries with eycles then in automobiles.

There are really iwo frequency items that we are veporting herc,
Then there is the third ditem and that is the severity

of injury that has occurred, The New York study classifies

the injury in (5) classes---4, B and C.
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quote continuing. ...

The injury Llabled "4 was the most severe. The accident

labled "BY was described ‘Pother visible injuries such es

bruises, swelling, pain from movement', The injury labled

bed as Ycomplaint of pain without visible sizus'.
Now, with the motoircycle injuvies, the severity of Class "A"
the most serious accident counstitutes 53, o/ of the wnholey

Class '"B", the medium one, 39.1% and the injuries frem Class

e 7:u1%.

hen ve turn to the automobile, we find the distribution

completely reversed, The automobile in nju vies were only

. . 3]

15% of YA'~w~severe; the medium injurics Y8" were 7%; the minor

1Al

injuries YC" were 59. 31,

In other words, vou can see the complete inversion. Un-

fortunately the studies do not go into the cost of treating W
injuries. Here at Mid-Fest Mutual, in an attempt to reach

a formula for comparing cvcles and autos, we had our Claims

£~

‘Depariient assign a dollay value to the various types of

._n

injuries described in this report. e put all of these Lh]oo

items together, fow example, to a ratio of accidents to

registration jto ratio of injuries in accidents ;and the ratio

of severities as betieen cycles and autos, We came up with

a final figure that the premium would be $456.97 higher foxr
cycles than for auvtos, Viith this foriula we have disregarded

the fact that many accidents are not reported, possibly as

many as 4/0.



cquote continuing. ...

You can see thai motorcycle pyramiums mishit have to be over

1009% higher than autonobile premiums, It is from studies

P

such ag these that motorcyvele insurance underdwrifenrs nust

be no possible cconomical way

conclude thare
to include motorcvcles in vo-fault iunsurance,

e are, however, continuing our efforts .....we are

]
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considering authoviz ity to make a study

of the cost of actual motoreycle accidents in given avcas
on an. experimental basis, We are not fully convinced that
at this point that the Commission requesting the study

through auestionnaires will be frultful; in part because of

many unreported accidents and in parvticular the difficulty

in obtaining all the dollar value of injuries., We are still
concerned with this measuve, ,

In the meantime, various states and federal szovernment
seem to be taking judicial notice of the fact that there is
probably mo feasible way to provide motorcycles with no-fault
benefits, All the étates except.Delaware héve excluded
cycles. Delavare probably enacted further legislation and
duly recovered from cycles so that for all intents and purposes

i1

they are excluded, (end quote)

One important note is thai the Senate Commerce Committees in its minutes
has staoted that states might well exclude cycles from no-fault law," I
should also mention that presently motorcycle insurance is considerably
lowver than auto insurance, It is for this reason that cycles do not
do as much damage to other vehicles when they hit the people in those

vehicles, Host claims, in a majority of cases, where cutos and dycles



collide, the driver of the auto is the one vho is responsible for
the accident, So when we speak of no-fault being 10004 of the auto

rating

7, 1t is an even hizher percentage than the current motorcycle

-~

rate,
Very truly yours, Fred Hagen, Mid~West Mutual
MR, DARLING: ¥ would just like to sum up here that it is for the

foregoing reasons that we urce that motorcycles be excluded from

the definition of motor vehicle pﬁrposes of compulsory medical and
income loss insurance on a direct no~fa§lt basis. Tt scems adequate
to wetain the liability system for thcée vehicles and seems the

only type of insurance that can be economically afforded to reasonably
answer the needs of the public,

Therefore, conscquently, it is urged that all legislation shall

. which requires direct insurance for its economic loss, medical
benefits, wage loss, etc. and also impqsing insurance as security
requirements, on the operation of motor vehicles should contain
‘cer'ain appropriate exclusion, or distinctive trecatment in recognition

of the economic fact pertaining to motorecycle operation,

Thank you,

SENATOR COX: Do you heve a copy of your statement?
MR, DARLING: Yes, 1 do, I can provide them, I believe I sent it
to everyoune here, but I have more, (reporter's note: no copy supplied),

SENATOR COX: Are thove any gdestions?
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REPRESENTATTIVE JACKSON: Just one cowmment, \fier hearing this, 1T am
very glad Lhﬂt I sold my motorcycle,
ccolaughter. o

Darling,..['m not sure zbout this..e.

n
-
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REPRESENTATIVI DESH/
do you have any average of the B.I.?
MR, DARLIEG: I think it stated in Mr. Hagen's letier rthat most of

the time that thefe is an accident dnvolving a motorcycle, it's the

car operator fault, Tt's the car's insured wvho's paying the bill?
Q. That takes me to my next question, pp1renLly, you'd Like to

-~

éee motorcycles retain the tort aspect, for that reason,

A, Ve're not opposed to no-fault, The only thing we want éo be
sure about is that if no-fault is enacted that we have reasonablé
rates for motorcycles, How in wmost of the states, they have

been excluded,

Q. Vouldn't they be treated differently? They are treated differently

now, as far as the rate structure is concerned, It seems to me that
what you are afraid of 1s that motorcycles will be treated the same
as aufos as far as the rate structure is concerned; is that it?

~

A. MNo. They donft make any consideration for the physical differences
between the car and cycle,,,.tﬁe type of accidents that they have,

Q. You're talking about rates?

A, As far as rates, motoxrcycle rates would go higher,

Q. O.,K., that answers my question.

A, Ti's been cstimated,.,..I can't get a figure from anybody,..not

from the Deputy Insurance Commissioner or not from any insurance people

as to vhat the applicable rate would be.



Q. Doeg your committee feel that the rates on motoreycles are,
even though they are treated differently now, that the premiums would

increase?

.

A, Risht, Theve's only onec state where this has happened. so far

and that weas Delaware; when the law went.iéto effect it just about
put every motorcycle dealer out of business for a period of a month
or two until amendments were passed that more or less excluded motor-
cyeles,

Q. On the averége motoreycle policy, do they phrase "meets",tallys"
and so fovth?

A, Usually, yes,

Q. O.K, ~-~-~then it's'feally the rate that you're opposed to?

A. Right. We're not opposed to no-fault; if we could have no-fault
at: a reasonéble price we'd like to have it, but we are concerned that
we won't be able to get it at a price that will be economically feasible
‘for the average motorcyclist ~-one he can afifoxd.

Q. You say that Delaware has had an increase in premiums for motorcyvclists?

A. Well, what happened was that when the law went into effect, first, thare
were only two insurance caryiers iun the country that would wrife the in-
surance and it was at very high vates because ho one has the statistical
rate on motorcycle accidents; they had never vritten this type of insurance’
before,

Q. evoethose particular companis, but statistics are available.

A, «.e.onot as to what the losses would be under no-fault; nobody has

this information,. What happened there (Delaware) was nobody was going
to teke a chance on what was goling to happen and the rates went sky high,
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Q. Your mnin concern then is that the premium rates will increase?
A Right,
SENATOR COX: Any further questions?

There are nope; thank you, Mr., Darling.

MR, CAMPBULL: Mr. Chaiwrman, I am Joseph Campbell, a Lawyer here
in Augusta, I have been attending hearings on No-fault and I have

1

been observing the presentation on motorcycles because I felt that
you should probably want to exhaust the conception idea of whether
it would be covered by no-fault insurance or not and this may not
be the time to take exception to the Bill; but where Mr, Darling
~has made this prescntation, I would like to be registered for my
assoclation which is the American Recriprocal Insurance Association.
I would say, first, that L concur in his position, This is
not a philosophical thing, whether motorcycles should or should not
be protected by no-fault; it's simply a matter of economics and the
experience that we have now would indicate to me that motorcycles
and motorcyclists wouldn't be able to get the insurence,
Without repeating what Mr. Darling said, I'd like to point out
“that New York exempted, by definition; so did Connecticut; New Jersey
and Tllinois on thé éonceptionkthat it was unconstitutional. Massachu=
setts has exempted them by regulation, A day or so ago there was a
law passed by the Legislature of Nevada and I understend that the
Governor has not yet signéd it, and that| too, exempts motorcyclists,“
The experience in Delawave was just exactly, as T understand it,
as Mr, Derling has just told us., 8o, with my cowpany ~-- when it filed

a rate ... and the semi annual trade in that they proposed for motor-



cyclisis was $600,00. I don't kanow how thet compared with the rate
beforehand, but it costs $60,00 in maintainance to get a semi ennual
policy on motorcycles and at that rate, it's 10 times -- or 1000%.

On the day that the law became effective in Delaware, there was no

company that was in the industry that was willing to renew insurance

hey then were quoting. The companies filed rates

at the rate which t
in such uhbelievabie amounts that the Comuissioner there was unwilling

to approve any of them and after approaching them formally (and
threatening to wmove them out if they didn't write it) he came to the
conclusion that the better course of valor would be to withdraw from
this situation; so now, by allowing iotorcyclists to buy the "tort"
type of iﬁsurance, not nonault; but the regular kind that they had
before, excluding the no~fault provision, and then allowing the individual
motorist for paying an additional premium to determine whether he wants
some part of the no-fault benefit ~- to illustrate, if he is willing
to take the regular insurance and also add the no-fault benefit which

is a_$100,00 deductible, he can get that for $200.00 for a six month
policy.

So you see, it is

b

as we say, a matter of ecbnomics; I'm not

here to say that it could be done; but it wouldA'tbe reasomable to
protect the motorcyclist and the passenger just as well as the. car driver,
In Delawvare, the assigned risk rate on motorcyclists is now $700,00; 50
you have ampie evidence in one state where yod have it and where it

just doesn't work, |

I would point out to you that the bill which Professor Keaton
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presented here -~ he recommended -~ e recognizes this and although
there isn't a flat exemption of motorcycles in theve, there is a pro-

g

vision theve which provides 15, T think ~-- or either a $1500, or a

i

$1,000 deductible, and based on that sizeable deductible amount, the
rates, then, wmight be withiu the reach of thé motorcyclistéﬁ

I don't know what bill you folks are going to decide on; I've
been trying to figure it out as we've gone along here. I have had
some preference in my own mind for Mr, Trask's bill which I think fs
1420, Now, without supporting it or anything else, I would say that
the easy way to accomplish the exemption of motorcycles, if you direct
your attention to 1420 would be two changes: in subsection 5 there
is a definition of motorvehicles and it says motorvehicles shall
mean any self-propelled vehicle not operating éxclusively on tracks
inciuding motorcycles ~=~that's the way it reads now.

Tnstead of that, you say but not including motorgycles as defined

Fad

in section~«~Title 29-- and I think that in all fairness one other

amendment should be made and that would be in the definition of 'pedestrian'

because in the Trask Bill anyway, "pedestrian"

means any person who is
not an occupant of a motor vehicle, T think it would be wmore falr to
allow the benefits to be extended, on the theovy that anybody who was
ceeclet’s put it this way....snybody who was riding 2 motorcycle and not
an automobile would be a "pedestrian'. That definition is susceptible
to reconstruction; so I would think that the definition of 'pedestrian'
should be anyone who is not an occupant of a motor vehicle OR motorcycle,

-

be listening to that particularsection, so that if you've forgotten to’



to change that, I'd certainly come forward and call it to your
attention because I think if you'vre not going to require the motorist
to be insured, well,'his passengers should come in, and bhe shouldn't
come in the back door by being classified as ‘being a pedestrian, T
think you can see the poiunt that I am trying to make heve.

Any questions?
 SENATOR COX: Are there any questions?

None?  Thank you, sir,

MR. CAROLAN: My name is Jim Carolan, I live in Scarboro, Maine
and T am a motorcycle dealer I am also the Treasurer of the Maine
.

Motorcycle Association and affiliated with the M,L.C. in Washington,

I'd like to take about a minute of your time here and try to

1

tell you the economics of the mororcycle industry here in Maine., There

are 75 full~time dealers in the State and they employ approximately
500 people, As close as we can estimate, as far as taking up a

complete survey, that represents about five million dollars in sales®

As far as the oppositinn to no-fault insurance, I agree wvith Mr. Darling

and this last gentleman who just spoke on itg === T'm not against
no-fault insurance; it's just the economics of it. As far as we can
figure out, the cost of motorcyéle insurance presentiy is about 5%
of the cost of motorcycles, Lf the bill is passed, it will probably
increase the cost to about 407% - or 507% of the cost of the motorcycle,
This would put a dampening on sales about 50%--which would put about
907 of the dealers out of business,

SENATOR COM: Any questions? e oascREpresentative Deshaies.
REPRESEHNTATIVE DESHATLES: Mr, Carolan, perhaps this, more. directly,
should be addressed to the Insurance Department--~but you say that the

present premium in Meaine is approximately 5% of the value of the unit.?
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MR, CAROLAN: Right, The approximate value of a unit is $800,00;

the insurance on it fer a six month period would be betwean $35,00
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REPRESENIATIVE DESUATES: ...for siu months...,
. CAROLAMN: . s e TOr six months, And most)of the motorcyclists will
insure from April 1st to November lst,

Q. I understand and you think it ﬁay 20 as high as 50%?

A, Tt would go to $400.
Q. Nas your organization checked with the Insurance Department?

A, Mr. Dexling cecee

Q. Heve in Maine?

A. T am in the same organization as John Darling.  He had checked across
the countvy with the M.I«C,ACouncil in Washington and he had come up

with the ,“;Do(that's the American Motorcycie Chapter) and they had séid
that the rate would increase 42%3400,00 === or 90%.

Q. Has the Insurance Department here in lMaine offéred vou any projection?
A. We can't zet any information cceoJohn has tried....

Q. Excuse ne, may L ask the Insurance Representative.....have you
information regarding what wve are talking about?

R, TRAHEY : The Insurance Department has no figures on that

as yet, sir. We are, at the moment, studying this and preparing a report,

I did wank to point that up sir in my report.

SENATOR COX: No further questions? Thank you sir,
MR, BRIGGS: May I speak for a momsznt only. I am Ted Brigzzs, I also
work for the Insurance Department at this moment, I did want to point

out that my insurance, on my motorcycle -~--1 am not up here on behalf
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of the Tansurance Depavtment-~-dut I did want to point out that uay
insurance on my motorcycle~=-1'm insuved through the assigned risk

1 1

plan and ¥ saved something like $29,00 last year and I did have
medical coveragze and I think T paid $2.00. They caucht up with me

last Friday and cancelled the medical benefit portion of ity but T
wasn't too worried; because it was my understending that I have
coverage under my Blue Cross and loss of earnings insurance, which
éccording to the gentleman from Blue Cross~-~=~91% of the people have
anyway.

So, I really question whether this is a problem here in HMaine.
I honestly don't know and Mr. Darling did call me yestewrday morning
and asked about the rates on motorcycles with rega l to no~fault bnneu
fits, I told him I did not know, because I did not know which type
of bill would pass; I still don't know and therefore, T still am
unable to answer his question.

I did want to pointout that through the asasigned risk plan,
and maybe they are going to change their rates pretty soon, but right
now, it's not that expensive depending upén age, and type of machine.

+

It can go very high with the big machines if you're getting into

physical damage; = L'm just talking about liability.
\OENXTOW Co¥: Any questions? eeecRepresentative Donaghy has a

question,

REPRESENTATIVE DONAGHY: Is there any reason to believe that any carvier
could augment this ...,could offer any different plan than Mid-Uest
that My, Darling spoke about?

MR. BPIGGSTY:llid-West is a specialisf in motorcycle insurance, I gather,

and .they base a lot of their rates here in Maine upon itheir experience
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in California and other year-round types of States. fe haven't come

axd to insurance,

to grips with the motorcycle p“OM]em here with re;
The major companies are not offering it; the reasops are their own;

there is a great deal of problem in this arca--so it's not a settled

:

issued here

o
REPRESENTATIVE DONAGHY: Yes, but where they are able to buy it for
gix wmonths.,.wouldn't that level it off more than the year-round type
: |
of State?

MR, BRIGGS: Yes, very definitely. The medical coverage payment

e
w

.

the big problem here and that is extensive;which has to be expensive

along with your specialty companies with your so-called "stock" or

"stock and mutual’ writers of the automobile; they're not offevring

coverage for the motorcycle,

SENMATOR COX: Lny further gquestions? I want to thank you, lMr. Briggs
Representative Hobbins is next,

REPRESENTATIVE HOBBIIFS: Thank you, Mr. Chairman and Members of the

Business Committee~~my name is Barry Hobbins; T am State Representative

from Saco, Maine., I am proud (though sometimes dubious) about being.

ize from deverting from the present

the youngest Legislator, 1 apolog

O
thoughts; but I would just like to couvey a few thoughts,...
SENATOR COX: Are you speaking as a Proponent?,..
REPRESENTATIVE HOBBINS: Yes I am., T stand bhefore the Committee this
afternoon to concur with the Sponsor in'regard to L.,D, 1882, I am very
fortunate that Representative Tierney is my seat-mafe in the Legislature

As you know, seat~mates usually become very acquainted and oftentimes

confide in one another. Through discussing the no-fault with my seat-mate,



as well as discussing the no-fault issues with many individuals of
the Legislature, I have concluded that this is more ~--can be more

effective and by far -a better no-fault bill. I would like, at this

”

time, as a student at the University of taine, to read you a letter
from the President of the Student Senate of the University of Maine
in Orono,; and currently President of the Inter-Council of the
Student Government, Miss Patricia Riley, She could not be here today
herself, however, she conveyed this,this morning by telephone,
Her remarks ave as follows:
"Having spoken with wany students here at the University of
Maine, Orono, I wish to convey my support for L.D. 1382, It
both insures the young and elderly drivers by insuring equitable
compe,nsation° It appears to be ...parden mémFﬂltfappears to
. be well researched and moderate proposal, Ve extend our

support to the Committee,'

And she signs it simply, yours, Patricia Riley, President, Student
Council,

In concldding, I céncur also with liss Riley. I thaunk you, and
strongly encourage you to support this Bill,
SENATOR COX: Are there any further questions? ...Representative Donaghy.
REPRESENTATIVE DONAGHY: What research has the Uniwersity of IMMaine put
into this?
REPRESENTATIVE HOBBINS: What research has the Student Council put iato
this, you mean?....Well L know that.Representative Tierney has talked
about the bill to thelk...Miss Riley and three or four members who rep-
resent the students, aund they have done a comprehensive study on this,

I know that for a fact,
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T am sorry that some of these people couldn't make it today--but

-

quite frankly they are down to Bar Harbor having a good day for

. e 3 | B
themselves, Tt's "faine day" today, ‘
REPRESEWLATIVE DOMNAGHY: This ig¢ the first day that wve have had

any coasumers heve, or any testimony from the consumer standpoint

ceessl Was just wondering...

SENATOR COX: Any funther questions? No further questious, thank you.
MR. CLARK: Mr, Chairman, Members of the Committee---my name is
Ralph Clark, Attorney from Gardiner, If I were fortunate enough to

be back at the University of Maine I think I, too, would be down to
Bar Haxbow.

I am a motorcyclist; have enjoyed it. 1T have had snowmobiles
and have had a gdod time with them, but T .enjoy this . nechine more.
I have had all the family on it and I have been insured, I guess
seven~wvays-~and-suaday, with Blue Cross, Blue Shield and a good many
other things. I heve just pulchaqea my "bike', Ffom ny insurance
dealer, in Gardiner, a bodily injury liability-~--=this only coﬁers

get hurt, 1 am going to depend onwy other resources

liability—-=1if T g
and policies, but my bodily injury liability is $25,000 for each person
N$5Q}pgovfgg’egch:gccident; propefty damage is $10,000; (for each accident).
The othe; insurance here that is mandatory‘is $20,000 for each persan |
and $40, 000 for cach accident, Passenger liability is igcluded in

this poiicy; I believe I pay $25.00 forx it and I believe $3.00 for some
kind of carvier---~a six month ...$6.00 for a year, and $3000.for'a

six month pewviod,

T ride Saturdaye, generally; play a little golf Sundey aftexnoon,

but I ride with a gentleman from Mountain Cadallizc, Bill Rogers, who is



a fellow ny age »==39 «-~ 29 -~ whatever you wani, He owns a fleet

o¥f heavy duty over-the-road construction equipment; a gentleman who

Q1 n

is the Dirvector eor Education at the Haine Stake Museum and an insurance

4

adjustor, former State Policeman, None of us have had an accident
yvet. Je try to act prudent; I guess maybe that test is that we

haven't (reporter's note: had an accident),

Frankly, I couldn't quite "gibe'" the word philosophical here

o)

7

with Representative Tierney's presentation because also being a little
active in banking, L sit on some financing with two dealers of motowr-
cycles and snowmobiles in Gardiner and very frankly, if motorcycles
aren't being included in this -~ and the same repercussions happen
that developed in Delawave and not cuved -~ I know from my personal

-

information that two or three dealers would be in trouble vright off

qui ick, They arve forced to buy heavily in inventory and one of the
fellows LhaL was offered a Zazuki Dealership here was offerved it

witnh the provision that he would build a $50,000 building.with 50

many square feet and stock it with approximately $39 - $50,000 worth

of motorcycles, ¥rankly, speaking pc"”oqqlly, 1'd 1LPG to sce motor=-
P

cycles excluded for the reason that you have stated and the reasons.

0

that T'm giving you today -~ and the only other comment is at least

in the cirecles where I ride, I've talked with a lot of fellows and most

of them are insuved and I think we cover ourselves in a fairly

manner, as far as the medical part is concerned, for that is costly;

has been explainegd,

SENATOR COX Ave there any questions of My, Clark? e+ o thank you, sir,
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MR, DEAGERS: Thank you, Scnator Iy nane is Ralph Zagers and T am

Presidens of the Haine

the ilaine Teachers' Association is here but [ think that perhaps it's

E}

for the very reasoa that we alluded to a few minutes ago wnen Rep-
resentative Donaghy asked --or spoke about there not being consumers
. here before,

T am not prepared, really, to speak in depth to 2epresentative

.

Tierney's Bill; it is to us, however, the bill which is the best in

terms of being consumer-ociented, That's the very reason that I am

here, The Executive Committee of the Maine Teacher's Association has

read this bill, looked into it, has asked that its financial committee

>

review it further and in depth and our Broker of Record is herxe today

also to hear the merits of this bill, e agree with it in concept;
iLf there are inadequacies, and I think Representative Tierney has said .
that it's his bill and it can be amended, Our concern is that it

L

provides for bodily injury; in other words, it's concerned with the

consumey and not with the insurance companies; or lawyers, per se.

tre

Since we deal in insurances, group~wise for-our membership, we
concerned with that benefit as well because we feel that if there is
an opportunity for a premium break, that we should give it to our
members because we may, in fact, already have the same type of coverage,

We would encourage that you look at this bill seriously and again,
for our part, it's the best of the bills we have seen come out. T would
like to comment, if ¥ may, Senator, that if Representative Deshaies is

not an insurance man, he should bes=-because I've been most impressed

with his questioning. (loughter)



SENATOR KATZ: This involves a lot of money to 11,000 members.,..

MR, EAGERS: .o cabsolutely,

Q. You have attempted to do something whien this Committee has a
rezponsibility for...that's to analyzé the proviéions of the individual
bill == have you done it in depth?

A, Mot to the depth that wedhave liked, That's something that we

are really going to have teoecthe task beforerus,,eaand the reason

that I'm here today is because, fortunately fbr us Representative ~
Tierney came to us and presented his bill, We have, obviously, got

to take all of these bills and really do some geratching with them

but generally speaking, at this point, it appears to us to be the

-ver Dbest biil; and Yenefits the consumer,

Q. Are you going to put these biils side by side and ,,..ls there
staff or talent to make a rcally in-depth study or comparison of

the provisions, one at a time?

A, Uell, T have Mr, Daley who is our Broker of Record and he handles
the --=is the expertise on insurances for us =~=- and I can ask Bill if
he wishes to epeak to that.,..we do have access to the expertise, we feel,
Q. I really don't want to hear it right at the momeﬁt, but if MTA is
going to pay out good money to get some evaliiation, I'd like to share

in the knowlege that they get.

A We'll see that you do, Senator,

SENATOR COH: Representative Obrien., ?
REPRESENTATIVE OBRIEN:  One quick question~~-You want to put the Maine
Teachers' Association on record as stating that the State of Maine nceds

some form of no-faultl?
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iR, LEAGERS; Well,
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the question that we raised .,,and we raised
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this question to our Broker of Record---we sitarted a 1
not only here in Maine; but throughout the Country, and as wmuch as we

can descertain, no-fault is coming whether we :like that councept or not,

T don't know that I can say, personally, that I am against it, I think
it's a good thing. I'm speaking personally, nosw, T think I would
20 on record saying that the M Tc“cths are for this and if it'g

coming this way, this is the best of the bllls that we have seen,
Q. Dut this is the only bill you have seen?
A. Ve have obv1ousl‘ had access to other bills, but in terms in the

¥ 4
depth and substance, I'd have to be homest and say ‘yes'--~Representative
Tierney has gone down through it ~-to the grass roots~-=uith uUs,...S50 we
have beitter knowledge of this one, But generally, it seems to be the

best bill for the consumer as far as we can see,

SEHATOR COX: Representative Deshaies;co..?
REPRESENTATIVE DESHATES: Mr, BEagers, are you in &ny way...or is your

3 bl
Broker of Record,..in any way affiliated with the Horvace /77 .20 v

"Insurance Company?

MR, EAGERS: Yes sir, -==T knew that question would come from vou, siu.
SENATOR COX Representative Donaghy...?
REPRESENTATIVE DONAGHY: In saying that Representative Tierney went ove

the bill~~=~did he bring out the point that he did here today that we
have no trouble with courtliability here in Maine; that there are only
two cases carvied over that he could find -~~~ and this is one of the
prime reasons of havinz no-fault insurance---~because of the courts being

bogged down? eee The second point is did he bring out the point that

our insurance commissioner hag told us that we will probably have to



to pay more for no-fault than we do under our present plans, especially
if it becomes a cowmpulsory thing?

A, . Yes, == as to itthe sceond point, he ilndicated to us that this is

S50, As to the first point, I can't remembe; whéther he mgntioned ik

or not, He may have and L just don't remember,

SEMATOR COX: Representative Jackson ...7

REPRESENTATIVE Jackson: I am not quite clear on this. Have the Meine

/
Teachers addressed themselves to the question of whether we need no-

fault or not?

MR, LEAGLERS: The Exec-=-=not the representative assembly~~-nor has
this gone out Lo the general membership-~-the Executive Commmitteecof

the Maine Teachers' Association indicated that.in principle, this is
what they are supportingL Again, as I indicated in the very beginaing
T canft speak "in depth" on this because I am not an insurance wiiter
I vould never attempt to do the job of the insurauce people; but again,
and T have repeated it time and time again-=-it seems the best in terms
of consumer =--~foi the consumer that we can find,
Q. When your information is pulled together, will you be approaching
-your total membership? |
A. T would assume so, although the Executive Committee makes that kind
of decision through the Finance and Security Commission--Committee,
SENATOR COX: Further questions? cceceoNone? e« Thank you.

Any further proponents?
MR, BAROUCHE: Senator Cox, Mewbers of the Committee---my name is

Sam Barouche; I am the Execubive Director of COUBAT--Haine rjonsumer



Piotection Division.  No-fault is onc of the wmost serious problens
or one of the wost trouble issues that my membership has asked me
to address myself to and as a result of that,T have nade as con-
prehensive a study as possible of the scveral probosals that are
before vou, I state unequivocaly that I beli;ve Representative
Ticrney's proposal, L.D, 1882 provides the best proposal for laine
ConsSuNers, € don't think it's necessary for me to eleborate the
. ’ ) ) ) ‘
many points that he so ably madej; T think that T'11 just highlight

-several that were particularly savory to me and our staff in evalnating

The first was that the $10,000 benefits, of vhich no legal fees
can be charged to would represent about 98 point sowmething of all
the potential costs of injuries that one Would‘have to worry about,’
Secondly, the stipulation that there will be no duplication of
benefits would mean that many people do have Bluc Cross or Blue Shield
or other types of hopsital insurance; you would effect some sort of
saving,

The third feature which T think is one of the most important, and
one T stress in my efforts with my people was that this is the only bill
that really tries, in some way, to regulate the insurance industry.
Thether of nof the 80% figure is rationallor reaiistic §ne‘is something
that T, quite frankly, am in no position to really determine acgurately,
I would have to say that this is a very important feature whether it's
80% ox something Tess than this,T think certainly it is a subject of
somz discussion, but we ao very much favor this bill because of this
concept,

£

Azain, it does include investment income as part of the cost

off detesnining price of premium, so for these reasons as well as the
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many other ones that Representative Tievrney so0 ably pointed out, COUBAT
very wmuch goes on record in support of L.D, 1882, I would be pleased
to ansver any questions.

o CoX: Any questions oif HMr. Barouche ,.? Senator Katz?

1

SEIIAT
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SEHATOR KATZ: What's the nature of the specific evaluation that you
did,,., the side~by-side evaluation?

MR, BAROUCHE: e sat down with our staff and some volunteer attorneys

and looked at each one of these bills that came before us, We have,
you mighi say, been doing our homework, I don't want to misrepresent

the kind of sourcesAUe had ‘available; we didn't do any actuaria1>work,
no one put into it,'I think, more than 15 or 20 hours~--what I'm saying
here is that on the basis of a determination that we could make, with
various skills and on the basis of all the homework---this was our best
indicationj===L.D, 1882«~-was, in fact, the best for the Majne consumer,
That does take into affect, or take into account that there is a need
(or possibility) of potentially higher rates.,

I’ not qﬁite certain that, in fact, thet will have to be an
actuality-~-because that's something that has to be determined,-
Q. Gan you tel} me whether the work thai you did was in the nature of
a "bull" session,...or a formalized procedure putting the thing side-
by-side in writing?

f I sald we sat down and analytically

bamdd

A, T would be less than honest

went over ite-each bill, by the numbers~~ that would not be accurate,

SENATOR COX: Representative Obrien?
REPRESHITATIVE OBRIEN: I know that you represent a consumer groupw--=

I honestly don't see how you can put this coasumer group on record




of this particular insurance prograwm-+-0r any program-=-before we

know what the costs are going to be,

iy sccond poini is, that coming from Portland and talking with
my constiuents---as soon as 1 mention compulﬁory insurance---they'ze
death on it.

These are the same consumers, 1 assume that ve are talking
about and my reaction is--~and I have made it no secreb-=--no one
~has convinced me yet in any of our testimony that Maine is ready ox
needs a no-fault insurance program. | |
MR, BAROUCHE: I think that you have raised a good point, sir. I would
like to address myself divectly to that. In the first place, T think
one of the most important arguements for no-fault insurance is the

oing

fact that yoﬁ're going to get more for youn money in most cases than
under the current system now, I am suve that you have heaxd all the
arguments., The evidence (from my view) is the view that people look
at this =~those who havew--overwvhelmingly is the fact that no-fault
insurance ,..under this plan you can get benefits in 15 days according
to this bill,.owéll, it's just a leap over the current situation, that's
all.

Secondly, T hesitate to use the word negative advertising or
sculdugery or something like theat, but T think that there has becen a
lot of misinformation handed ouf, by perhaps some people, who don't
wdnt to see no~fault come around =~ but when you use tﬁe word compulsory,
mandatory, state-sanction-~--~I think that peoples' antennac go up and
you get =2 lét of negative statements that aren't nccessarily true. One
of my importaunl functions, I think, is to communicate to all members,

all 1309 in fact, that less money than State compulsion ‘does not

necessarily mean that this is not a good consumer bill--w-~T think what

7%
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setting a good consuner bill, I think your
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wve're concerned wi
point is very well taken, but I think part of my job is toward more,
perhops, education of, your constituents,

Q.. Well, I don't want to "spite" your comments either. But may

I say that my reaction to what is being said is not that "they'" don't

want it-~-~but what about the rate increase?

A. 1If there is a rate increase, I think the whole premise of the
) , j

“no~fault that, you know, although you might pay a little bit more,’
the chances of being able to get the kind of coverage you need is
substantially greater than they are right now.

SENATOR COX; Representative Deshaies; you have a question?
REPRESENTATIVE DESHALES: T'd like to get back to this evaluation

that you made, . . that you performed on various bills...and this staff
that you had go over these bills....who does this staff consist of?
MR. BAROUCHE: Ve have a paid staff of exactly two people; myself
and a secretary investigator., The staff I referred to are, in this
case, general counsel-~people from attorney offices who do some Worik
for us to give us advice and this was one of those cases where T
didnft feel as though [ had the ability of determining the facts,e...
Q. You have answered my question. They were not consumers; they
were attorneys?

A. Yes, that's correct., (most of them were attorneys)

Q. That's one and the same, ...,they were attorneys, I'd like to
go back to what Representative Obrien was speaking of....and maybe
this is unfair to ask of you...but I am concerned about..,.well, let's
take a retired couple; they don't have an automobile; they're living

on social security and way or may not have Blue Crosse Assuming they

do, vhat's going to happen to them, their pcemium---now L ask this



question for the very same reason that I carried the ball for thenm
on the Floox of the House in the chiropractor bill, hat's going to
happen to theixr piremiun?

1
A, That's a tough question; T don't have the kind of answer that

I thionk you would Ilike to have. So L'11 try to answer the best way

that I can. ...Perhaps one of the things that makes sense to me

.

is that this bill (and some of the other ones as well) nrovides that

J

“if, in fact, there is other coverage for the same kiund of bodily
injury, among other things, that this would be taken into consideration

in setting the rate.

0. I mean--the overall premium--Blue Cross?
A Well, I thiuk vou are .over~simplifying--putting it from pile "A"
into pile "B', I think what you are arguing with me is that

1

the composite of A and B is going to be higher thau it is now.
I have no way of knowing whether that's going to be true or not. I

can't answer that,

SENATOR CO4: Any further questions? ,...Any further proponents?
MR, SHITH: Mr, Chairman, I appear before the Committee today and

appeared before the Commitﬁe the other day in behalf of the Bar
Lssoclation, L am Charles Smith and ¥ am President of that Associaition.
There is one thing that I would likg to say about the BLill (and of some
of the other bills, too);the contents of them-~that is, it provides for
subrogation énd I'm not sure (and I'm speaking individgally, now) I'm
not sure that that is such a good provisioa to subrogate the insurance
companies to the right of the individual because then, the insurance

company can control the suit, In other words, T might be injured;

T might not be alt fault; T might want to sue or, as an individual, I

o7
P v
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might not want to do any of these things, Under this Bill, as well

i) (8
as under some of the others, regardless of how I feel about the

matter, I can be forced by the iansurance company --after six months

on notice,

I would put forth a suggestion: instead of having subrogation

that ve have the company, or the insurer that .prov

. v

the insurance;

have a lien vight of any tort vrecovery that may be wade to the extent

of the no~fault benefits. This is, L think, a better way to handle
it. I would think it much better to have the lien wxight than to

have the subrogation~-it would woxk out to the same thing but each
individual could control whatever he wanted to do,

SENATOR COX: Ave there any questions for Mr., Smith?....
Representative Deshales) a question?....

1

REPRESENTATLIVE DESHALES: You would suggest company avbitration rathex

than subrogation?
MR, SMITH: No., A company arbitration is an entively diffevent thinzg.

In a company arbitvation--interarbitration between companias--I would

presume,..you have a contract between companies; iun other words, you

can intercompany a fblf‘arLoq with lien rights or subrog aLJox rights,
I prefer a lien right as such and not a subrogation right, In other

wvords, Li T choose to sue an individual of an automobile accident, I
may do so; and if I recover then the company has a right ta get the no-
fault benefits they have paid. T think that's fair enough., If they
want to do it without attorney fees; that's ,..that wouldn't bother

me either, Uhat I do say is this; I should not be compelled to go to

the company, the insurer wants to collect. They can under



under this bill he subrogated to wy vight and force wme to go to
court and sue (or sue on my behalf) and I ‘say that shouldn't be,
It should be the othexr way around:

Q. 4yen't they now?

»

s

A. Mot under the lien right, no. And not nnder subrvogation righis;
except in certain cases of personal damage and they usually handie
that nov ....propezty -damage is pretty much done by intercompany
. ' ' i
arbitration, right.
SENATOR COX: Auny further questions?

Lny further proponents? .....Anyone here who wishes to speak

in opposition of L.D. 13827

MR, SHART: My name is Murray Smart. I am cepresenting the Independent
Insurance Ageni's Association of Maine Our good spokesman, Richard
(] [ [&] 3

Barron is in New Orxleans at our National mid-vear meeting today or he
-7 o

would be standing here,

I am going to make this very short...a minute. Ve oppose fhis
Bill and we recommend 1420 as we have done on record, In answerto

Senator Katz' question of a couple of people here, we are in the process
of drawing up a chart of each no-fault bill (with importance set in point)
wvith the help 9f the Insurance Department using their actuarial figures

that they have secured to date showing when proposed savings, rate increases;

be they wliat they may~-«-~regardine each bill as best we-can, Tf itf

4

unknovn and they cannot secure it, we will simply say "unknown' but hopefully,

we cen give you a picture of cach bill proposed on No-Fault todate.

SENATOR:COX: Mr, Smart, if you haven't analyzéd all these bills, how

can you take a stand against this onc?

MR, SMARL: How can T take a stand against this one?
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sross and Blue Shield as the prime

£

First of all we do not favor Blue (

.

carrier oun this,

S ENATOR COX: Any further questions? None, and thanlk you siv.
MR, HECGARTY: Senator, and HMembers of the Commitctee-~-T am a

member of the Committee and I'd like to make this as brief as possible.

I am sure that you'll agree with me that this has been a long afternoon.
First of all, my name is Joseph P. Hegartyy H=e-g-a-ir-t-y Jr,

I am Nevw England Counsel for the American MutuallInsurance Alliance,

This is a national trade associaiion having approximately 120 members

£

of mutual health‘and casualty companies; many of whaich write in the
Sfate of Maine,

In additién, T have also been requested by the Awerican
Insurance Association, a capitol.stock association of insurers and
the National Association of Independent Insurers who have been alluded
teo on previous testimony, to place them on recofd, together with the
Alliance, [in opposition to the proposal which you have in front of you
and also the bill which has been proposed by Senator Kelkﬂ?F Both of
these bills "sound' in the same direction, as far as substance of the
bill is concerned, the only exception being that Senator Kelley's bill
vhich has reference to a commission; this would neégotiate a contract
to make an eliclusive avea for operation for one par“iculér carrier in
the State Of.Maine on a so-~called "health provision care'.

I»woqld just like to make a cowle of observations because T think
it's fmportant that you deliﬁeate the major issues which are really

.

involved in the proposal put forward by Represeuntative Tierney and by



Senator Kelley, Senator F¥elley's bill gpcs.rurther in only one respect:
that is, to make it a monopoly for one carrier; 2Representative Tierney's
bill would attempi to make a monopoly for one carrier after the erpiration
of one year provisiog, !

Really at issue here, and let's set aside for the time being
those féctsthat you have alreddy heard testimony about on previous
occasions on the benefit structure, with the exception of the level
being at'$10,000; ’that.is basically an add-on provision and you've

heard testiwony on that as the so~called '"Delaware Add-on Bill',

So that's all you really have in front of you, But what has

¢

been placed there in addition 1s the issue of primacy of providing
that coverage,

There's nothing in the experience of the Blues' throughout the
United Statesnor in the State of Maine that would give them any
particular expertise in the handling of health care anymore than a
casualty company. Certainly the casualty company, with their

xperience in the field of working with compensation and rehabilitation
are miles ahead of the Blues' in handling this particular operation,
Cexrtainly, in the field of automobile insurance, which involves the
rehabilitacion ofbpeople in many cases, the Claims Departments of these
conmpanies fook in this area and handle it very carefully.

‘S0 I think that what is attempted here is a National position
which has already been stated by Blue Cross, in Congressional Hearings
in January, that they should be the major, the only provider of services
o

in the medical field throushout the United States, This is their position

this is their testimony; T can assure you that they are moving in every



jurisdiction througho@t the Uuited States to fixm this position up....
Thé Hational Hospitalization Association in Jenuary through their

Finance Counsel vejected completely a proposal b) the Blues that they be

the primavy provider of health care throughout the United States. They

rejected it soundly because of the fact, they said, thot the Blues would

D
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interfer with the ficiency cash-f£low of the hospitals now being

(od

received through a-very efficient casualty and workme=ns compensation

‘
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ready provided to the public,

They hasten to add, howevev, that the Blues, fhrough tﬁeir
executive comnlttees and through the Blue Alliance could very well
start to gether statistics so that in a few years when they have enough
credibility, they could come back before the Finance Counsel, the
hospitals and then start talking about whether they should be primany.

The final issue was raised in Massachusetts a few months ago
and the present indication of that bill is that it will be defeated in
Massachusetts for the very reason that argumenis were put forward here
today,

Then, thofe is the issue that wés raised in New Jersey. The
New Jersey Insufance Commissioner handled that ’D:y nicely by saying
to them

'Tf you want to respond to the public in which you fgel that

* I.

there's something detrimental to their interests in duplication,

n
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don't feel that the public has sufficient knowledge and ability

to make a determination as to whether or not they wanit duplication;
then if you want to make it compulsory, then what I sugsest is that
we make it cowmpulsory and we turn around and make automobile

insurance primarv, We avoid the duplication by telling you to

81



put an endorscment on your Blueg' contractegroup for the individual

and making an ewcess over and above and thereafiter, lr. Blues', you-

may reduce your raltes.
That's how they handled it in New Jersey, .

That is one of the prime issues you have here, regardlcss of

the sponsorship of this Bill, the real proponents of this Bill are the

' ' ‘ I
Blues in the drive to make themsclves primary in fie National p osition
of vriting health care,

With reference to the peers and ntilization comuittee which was
mentioned as an efficient way of handling hospital costs, well, I'd
like to point out that these particular committees which have been
established in many hospitals throughout the Uﬁited States is something
of a very recent innovation.

As a matter of fact, they are not vet working in a particular
position where you can say that they have been effective at allf The
Blues' are strictly on a pay-in == pay-~out basis; they veceive the
billing and in many instances they have agreements with hospitals
whereby the comptroller or treasurer has a checkbook, He writes out
a particular volume of checks based on previous months' élaims and
in some cases, perhaps that wmounth on an analoguous basis for the
previous yeai, fhe sumbis advanced, as a loan, without any interest
paid,. That is their method of controlliyiz hospital costs,

As far as payment by the Dlues’ is concérned,‘it goes without
saying, and thé issue has already been raised beforethe committee in
testimony here today, that the payment and hospital costs (or charges)

whichever is lower have been raised until there is only a 1% differventia

oL
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I challenze that 1% differvential ; as a matter of fact in the field
O3 3

of workmens compensation, it is recognized that we pay on 2 per-dienm

basis, Thy? Before there is no uniform system of hospital cost

M)

whereby you can allocate the capitalization of the hospitals to the
individual bill; wvhether or not the individual is:paying his "fair share';
the welfare~-~-the dependency cases---the Blues' are making a discrimina-
toxy payment, at tﬁis particular time, to the detriment of those people
who can afford to pay cash or who have insurance policies.

I submit, gentlewen, that fhe big issue here is the primacy of

H

the Blues’ over the primacy of automobile insurance and that [ sincerely

recommend that whether or not you are for the other portion of the bill

as far as benefits are concerned is a matter of your own philosophy~==-
as to whether you desire no-fault or you do not desirve no-fault, You
either believe in it or you don't, ’ -

But if you do believe in no-fault, and you decide to position
yourself to the particular bill in frout of you then I would just say

Veither make automobile insurance primary or permit the public to

P

make their own selection at this pavticular time as they have always
done and whether or not they want duplication.' They are paying for it
and if they want it, they can continue paying for it. If you don't feel

that the public is particularly educated and you want to mandate it--

just say, to avoid duplication-~-to make the automobile primary--let the
automobile carry its weight the way that it always has. Another item
T'11 make and then T will close,

That is the subject of subrogation. We've talked about the return

and the vatio of benefits to the premium paid and the figure was mentioned
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here was 807 and L'wm glad to hear that the Representatives are opposed

to this, together with others who followed aund hear them say there is
no cost study-=-there is no way of knowing or of understanding whether

or not it's 80% ~- 60% or what the figure should be,

It is quite obvious here that this is something new that has
been injected by way of an academic approach and something that
~Certainly.deserves study as far as the benefits and return, Eut ?
stated another way, it is really nothing more than an attempt toilegiS“
late, basically, the rate structure that belongs in any insurance pro-
duct. That particular authority now rests with the Insurance Commissioner,
He has sufficient authority to develop a proper rate structure Lo see
that the benefit is returned to the public, thét those benefits are
reasonable and adequate, a non~discriminatory rate structure’

Lf there is a better way to do it, then by all means let's .
find out; but right now, certainly by wandating a particular percentage
is not the way to do it.

Gentlemen, thank you.,
CSENATOR COX:  Are there any questions?

There are noane. Thank you Mr. Hegarty.

‘Anyone wish to speak in opposition?

MR, HARRIS: Chairman, Members of the Committee--~-my name is Bob
Haryis, L come from Yarmoufth, L'm here speaking as President of the

Hoine Insurance Coupeil, MHany of vou who have folloved the Legislative
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ccene and many of you who have been invelved in it for some years,
reconnize that the Agzent's associations of this State have been

concesned for years about what we consider to be a discriminatory
situation relative to commercial carriers, Bluc Cross and Blue Shield,
We have, in the past, introduced legislativn which has asked

for taxation of Blue Cross and Blue Shieid; that legislation nas

historically been defeated, Ye have asked, in the pasi, throuzn

. j R p H o

legislation that the discouants, which are called contractual adjustments
(&) Ed

by Blue Cross and Blue Shield,be legislatively eliminated, Thos

e
bills have been defeated. We have asked Blue Cross-Blue Shiecld to be

regulated under the Maine Insurance Code and until the last session when
a compromise was reached, in which some parts of Blue Cross~Blue &Shield
were, in fact, brought under areas of the Code, there was no regulation
there except for their Charter.

Now, we have addressed on several occasions the problems of

1=

what happeus when historical discrimination has been allowed to exist

in the market-place; and I think we have one very significant thing

3

happening here--~that when a bill is drafted in this nature that says,

ceecthat a cost ratio...(and T won't get into that one again ~~that's

3

o

all wve need here today),..when a cost ratio is plugged into a bill -=~-

then it assumes several things; (1) it assumes is that all of the con-
tracts that your're talking about are going to be identical (if, indeced
the contracté are not identical, then the cost ratios don't mean anything)
(2) you've got to start with the agsumption that wherc these people came
from-~vhat the groﬁth of the companies were--~whether or not they were
done in the commercial area or whether they were done in semi~subsidized

~

are2 through non-profit brings them to where they are today., So, if



take the assumption that & company says (and ve hear this repeated a
number of times) ..that says, Blue Cross, Blue Shield is a wmuch betier

a

buy for the consumer because they return on this ratio-kind-of-thing

ruch hicher percentage of premium to them ,..,then we also have to ask
19 . P . (AR o Hr/

cile (,iU.eSL.LOQ VY

L1y, we have heard these before~hand answvers,
but T think in much of the testimony that we have had before, it has
been demonstrated that the fact that a company does not have to pay
premium taxes; the fact that they have not: cone under the Insurance

Code in the past, and the fact that they have been able to work on
It ’ Y

1ield
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this third-party provider of health care, makes Blue Cross,;Blue &
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el

signi

£ antly different in many ways --compectitively.
I sece here, that what we are concerned about is that historical
discriminatory situation among us in the market~place is now coming

very quietly into a very significant area~--about the coverage of

—
o]

health care. \ie .see this as a real problem; while one of the bil
may not say that Blue Cross, Blue Shield is nandatory--the only carrier

we all know (if you've been in business for a while) that vou can have

the person you ave selling a product Lo diaft the specifications well

enough that you can open it to the public and if the specifications are
sufficiently well drawn, you will be the only person, in the final
analysis, able to make the sale,

So, we see two things here: What is the specification, so well

drawvi, (in the final analysis, Blue Cross,Blue Shield will be the only

people able to participate) and in part their participation will be



cvelusively theivs because of the historxical discrimination, Ue feel
that we have never been able to do anything historically about this
problen; we would ber concerned, I guess, if now all of a sudden

i€, legislatively, they got another windfall out of it.

Lf you have any questions I'1ll be glad to try and answer them.

SENATOR COX: Any questions of My, Harris? so o Representative Deshaies.
REPRESEWNTATIVE DESHALLS: I wrote this downe...L'm not quite sure whac

¢

you medn by this ...coyou vefer to cost ratios....cen you explain what
you mean?

MR, HARIALS: I wanted to touch on the fact that there could be as many
as 600 cost variatiouns,..if you're going to have on any insurance

contract a cost _ratio =~ whatever that they mean-- 1t secewms to me that

every paragraph and every provision needs to be identical with the other
contract in orxder to wake the comparison valid,
SENATOR COX: Any furthexr questions?

Honea, ... thank you, M. Harris; Anyone else wish to speak?
MR, GAGNON: Mr. Chairman, Members of the Committee, T am Tom Gasznon.
I am an employee of HMaine Bonding and Césualty and, as you all are
aware, Study Commisgsion, T am going to include what I might have
commented over all of the no-fault bills in one small speech; although
it's been quite hard for me to sit down and keep quiet this morning:

I haven't spoken heretofore on any of the no-fault measures, though
as you kanow I have spent a great deal of time talking and working on
no-fault portfolios the past two years, My theory to not specak up until
now has not been because of the lack of interest, but because it seemed
that the issues had been pretty thorouzhly coveredf I don't eavy you

the job. of evaluating the merits of the Bill before you; the question



of no~fault itself is complicated and it is méde no less so by the
many proposals vou have before you.

There ave, however, a couple of basic points that have been
well presented to you by various people during these hea;iugsp First
of these T would like to emphasize because tﬁere is a genéral agree-

ment among persons who have testified before you about one thing:

The State of Maine does not have a criticallautomobile insurance

problem, In the testimony you have heard from insurance people),
if '
attorneys and others it is fair to say that/iaine is typical of the

rest of the Nation, no one would be trying to change the tort system.

]

With only about 4% of our nations' cars in this high risk plan,.
people are clearly having no problem in buying insurance they want and
need, With our automobile rates ranking 38 from the top, there seens
to be no major issue of price. With thecourt schedules unrevised

there is no delay in bringing cases to trial, Thus the Maine automo-

bile situation does not demand major surgery. It can, however,

<

benefit from some modification of the world in which it lives This
. €

is certainly true,if it appears probable that a good no~fault law can

bring quicker and more equitable payments at a reasonable price., Also

of course, there 1s the constaat threat of Federal action on this

a state has not acted on its own, it

e
bare

question, - This may mean that i

will have to comply with more strinzent rcquirements,

w

The sccond point that comes forth finally is what those pgople
who appear to be most unbissed to no-fault insurance have had to say
about immunity from tort action, Professor Keaton who appeared before

gnonsen who are prinicipal proponents of no -fault in

[Sal

you, Senator Ma



€]
O

'

in Washington, the Cowmmissicners of Unlform State Laws and the
studies of the Depariment of Transportaticn have all agrced that

tort recovery must be placed with a tort immunity in the paywent

of firt-party benefits at some level of severity.

Most of these people are either too little or too high. On
the other hand, vorking no-fault in HMassachusetts and Florida indicates
that an {mprovement on coverage and lower cost can be achieved through
a modified no=-fault law; that is, one with a threshold or immunity
from liability with a $500,00 ox $1,000 medical expense. |

In the case of the working model, however, we know wost about
Massachusetts, where an abused~ridden accident system reacted
favorably and quickly. Preliminary indications are that Florida
with a law similar to Massachusetts is producing beneficial résults.
More people are buying insuvance through the volunﬁary margin and
the public has more incentive with its claims settlements.

But Delaware, with an add-on bill also claims favorable trends
under its law. The truth of the matter is that except for.Massaw
chusetts, facts are not yet clearly available about the resilts
in any stote and won't be for several months. What kind<débi11
would be best?  The real issue is what wouldrbe best for the greater
number of people because no one proposal will be adqquqte for everyone
under all conditiouns. For instence if you believe that a typical
accident involves an innocent driver who's:zunhead-on by a druunk,
you will surely ask for the present system -- high.demand liability

limits and contend that a no-fault threshold is needless. IFf,

hou=zver, vou recoanize that a typnical accident involves a couple of
vy o I
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avecasa citizens, neither of whom is found in viclation of motor

d

vehicle laws, noy under the influence of drugs or alcohbol, you may

i

sce the problem as something clse, This wonth's Readers' Digest
quotes a sign in an-Army waintenance shop, "If it works, don't f£ix
ic."

This perhaps illustrates the situation in Maine; with no

PR

criticism 4in our present automobile situation and uncertainty about
: {
the impact of various laws, widdowm seems to indicate that a conservative

attitude and a woderate approach should be used
L

The response should be proportionate to the problem, If the
court system were to be swept away to the extent the bill proposes,

it would create a major new public institution. It also might Curn

i=h

cut to be much more expensive since little is known about the effeect 1
a streamline no-fault measure in other states.

In addition, to recall a comment made by iMr. Woodman in his
presentation of L.D, 1420 -~ if any new lawv is going to involve such
charges as mandatory or compulsory insuvance, ox different provisions for
pdying small medical'losseé, it is advisable to have few other changes
at tnis time. Tf the public has to report accidents to more than one
insurance company, this will bring confusion and uncertainty, It will
also create delay!in payment which is just what the no-fault proposal is
desizned to eliminate, This is not to say, however? tha? the question

fits must not be ultimately settled nor that so~called collateral

’

of bene
sources tule need not be clavified. I would,hovever, avsue that the

question is untimely in view of public changes proposed in the system.

I would like, then, to comment to this extent and that



is to express the hope that this Committee vill recomnize that in
the public good the moderate approach is indicated, I hope that

you will recommend patience and the Legzislation action to recognize

or modevation,

~

the need

(there is a copy of this statement left with the clerk®
no copy to reportex

. JACKSON: Did the committee in doing the study -==in wailveriug

ol
I
=3

the whole thing -~ consider whether Maine needed the no-fault laws.

MR, GAGNON: Yes we did, '

=

his was one of the things =~ the first

decision that we tried to arrive at and having over 12 yvears in casualty

claims, I can say that lizine, honestly, is far from the top in drastic

need of change, However, from all of the information that we received,
it seems quite evident that we would favor the possibility of ~w-

a very strong possibility -« of having ¥Federal intewvvention and

none of us agreed that we felt a total Federal program would be
beneficial to any of us,

MR, JACKS50N: When you mention these two thinzgs vou also mention speed
of payment and the speed of payment, T would imagine would be worked

t

of the no~fault. You

o

out without ever getiing into the "engraving
mentioned a couple of times, "federal law" and personally T am
somewhat unimpressed by the fear of enacting legislation because of
the fear of what the Federzl Government micht do, I thionk we shoﬁld
consider our own needs rather than what the Federal Government will

degT got the impression from your talk that you're sort of on the

YL
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edce about whether you feel we rerlly need the full concent of no-fault
and woandey, hiow much is your own opinion and how much is the result o

the study committec, ‘

1.

MR, GAGHON: Well, again, we went into this in depth. In my own

opinion we are in a dire need in the State of Maine; T think we all

00.

(L
]
-
e}
.
=
H
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But I won't think we can sit- back and say, 'well,

wve aren't going to let the Federal Government force us into doing

something that we don't really have to do. T think we have to seriously
consider what they might do and what some arecas of Government have said

they will do if the states don't correct the present system,

MR. JACKSON: Did the Study Committee, again, consider what the
Federal Govaernwment may do -~ oY is it an unknown? Did they consider
and say, ' let's update present Meine law' or ' what are the Federal
requirements'?

MR, GAGNON: Uithout knowing exactly what the Federal requirements

right be, it's hard to say ....I don't think ve would be far off with

a Bill such as 1420; ﬁaturally I'm biased on that, I've worked on it
for a year and a half already. In my owa opinioﬁ,‘and I can only
base this on my opinion (again, this is mine; not the Committee's)
that the Commiss 101 Bill is the only one that T can see which won't
mandate an increase in insurance prewmium, This was one of our formal
thoughts also--~T wbuldn't dare say vith the present situaticn in our
State how much of a reduction we might experience,. This is the mess
that they gof into in Massachusetis ; it got to be a political football

and we were determined that we were not going to do this,



Q. [ -7ould hate to sce us put in a position where we are going to put
throush a piece of lesislation merely because we arve afraid of what
the Yederal Governmeht wmight do.

A. T feel that any proposal that ycu have before you--~if you are con-
cerned about costs, at least you have nothing to worry about in 1420,
When you get into the add-on provision, I ﬁaye.a great bit of doubt

in my own mind; this is based on working with it for so long, that they

can effectively come out with anything better than premium increases,

SEHATOR CO¥: Lny further questions? «recRepregentative Deshaies,
REPRESENTATIVE DESUATES: Mr. Gagnon, do you represent Maine Bondiag

here today, or do you represent yourself?

MR NON: Ko, I represent Maine Donding.
SENATOR COX: «eesRepresentative Clark?
REPRESENTATIVE CLARK: Mr. Gagnon, you say that you did an jn-depth

study~--how in-depth?

MR, GAGHOW: The Study Committee? ..,.we worked almost a year and
a half on it, We held, faithfully, two meetings a month oun this-~~thése

were all publicized hearings; ve had people in from every source that we
could gather, people who had existing knowledge of what happenéd in other
states...agents, attorneys, many attorneys were in,,.we heaxd all of their

i

testdmony and we didn't come Up with a final decision until after .,,last

o

December, Ue did>tﬁen because we felt ve had'to: had-to repért to thié
Legislature,

REPRESENTATIVE CLARK: Maine Bonding held these hearings?

MR, GAGHO: 1 no, the Study Committec.

(Mr. Ga=mnon steps dowmn)
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MR, RWS5: Chairman, Members of the Committee, I am Robext

Union lutual Life Insunance Company and T promise to be brief hecause

arty and My, Harrls have covered the points that I had planned

»

i, Hey
to cover,

We, too, feel that this Bill gnd Senator Kelley's Bill---and
T would like to spealc to both of them~=-do devéiop a mononoly for

the Blue Ciross. Those of us who are in the health industry have been

following Blue Cross throughout the Couuntry and as Mr, Hegarty said

=

they are. trying to do this in every state. And you can see through

-,
“l

the charts and so forth, the Blues' hand--~and I appreciate that
Representative Tierney has done a good lot of work and I compliment
him on his presentation-~jit was excellent.

e feel that it would become a monopoly and I think that the
Committee should consider whether or not they beliqu in coépetition
and wheﬁher it should be a monopoly; we think it would become one from
at least (3) areas~~-it has been hinted véry well previbusly that the
Blues' do not pay the same taxes that weAdo; they do not pay a premium
tax on theif éubscription dollawvs; they do not pay a real estate tax
in the community in which they live, although they,'arbitrarily, as I
understand it, did contribute money to the City of Portland as a

offset as to what they might have been taxed,

2

I am going to dis

k=)

acvee with the Blue Cross representative who

o

1
H

w

indicated with hospitals-~-they got about a 1% discouni from the hospital
because T have it on racher good information that it varies from hospital
1
1

to hospital and it can be as low as 1% or as high as 11%.

e, as an insurance company, pay what the hospital says we owe them,

94
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ror A patient, who is one of our

insured, ,,.if vou ave an uninsured pevrson, you zo Lo the hospital

and you don't get a discouni,,.you

we are payving for some of the Blue Cross subscwibers,
.

Therce is a statewment in Representative Tierney's bill that

investment incom=2 will be taken into consideration and this,

3

leads me to believe that the Blues' have a2 hand in it because the
Blues', if you look at the last statement filed with the Insurance

3 theix

vou'll find that they have practically no investmen
money is in cash in banks thiroughout the countyy--or the state on which
they earn no interest, except in a few savings banks,

they have very little iavestment income, That would give

[}

(‘4

them an edge as far as investment income is concerned, They do_have

the Blue alliance, which is an insurance company and this was necessarxy

o

because of a2 court caese where it was indicated,...found,...that the

[Ah3

Blue Cross' charter did not permiit them to get into the indemnity type

')

s

contracts, Bo they formed their own insurance company.

Their 45% loss ratio falls wvery close with those of us who write
individual health insurances,.,.znd our loss ratio happens to be 507%. So
they are pretty much in line with that, Sure, they have individuals

insured under Blue Alliance, T don't know how much expertise Blue Alliance

4

has; in Jloss of time or weekly benefits...f don't think they write that.
We have quité a bit of ciperience in that and they would be burdened with
this and T am not sure that they have experience in that particular field,

"Loss ratios have been discussed here and I checked in the Insuvance

loss ratios published by the M-:ine

fadst

Departnent and couldn't find any I 1



Insurance Department for experience in llaine on automobile, wmodical

benefii payment insurance, Now perhaps some of the proponents can

<

say where they got these figures of from 50 to 60%.

In closing, T would lilke to make just one comment to Rwenresentative

T

Tierney on the Siatement of Fect when he says

13 IE384

Thus, some insurance companies delay payment of claims in order

a

o iuncrease their investment income,’

that's a pretty strong statement and T just don't know whether he
has eny deiinite proof that some companies delay payment of clains in
order to increase their investment income.

We, as a company, are interested in paying our policy holders
their just dues and frequently try to do everything we can to make
those payments* It is true we do make money oa investwment incone
and T honestly think that the Blues® should invest some of the money
that they have in banks, so that they can get a return for their
subscribers.

Thanly yoli.

SENATOR COX: Are ihere any questions? ....Representative Deshaies?
REPRESENTATIVE DESHALR Mr, Russ,..yocu say the Blue Cross doas not

pay a premium tax,..[ think everyone undevstends that; if‘s an accepted
fact, 4s L understand it the State, through the licensing of approui-
mately 600>different companies receive approximétely 5% billion dollar
annually in premium taxes. Assuming the Blues' who do not pay a prcmium
tax should take over the automobile reparations system, would anyone

. =

have any idea of the projected loss to the State..in premium tax?



MR, RUSSH: T don't have eny; maybe the Insnrance Department would, L
would a loss, of course. T don't know vhat the wedical expense prewmiun

that, the loss

dollars amcunt to; buf you could fisure that if we knew

of wevenue to the State---then someone would have to make up that loss

»

Foy

of revenue and vou, again, come back to the consuner. Tt's the consumer

that's going to have fo pay. It's just like every consumer has to pa;

the hospitals to. meet their expenses.., when the Blue Cross doesn't pay
t

L)

the full dollar benefit

SENATOR COR: Any further questions?

Mone. Thank you, Anyone else wish to spealt?
REPRESENVATIVE HMcTEAGUL: Mr. Chairman, ¥ am Pat cTeazue from
Brunswick, I just wanted to talk about a couple of minor points

e e enarroy points....which say that T favor the philosophy of Representa-
tive's Tierney's Bill and the siwmilar philosophy of Senatosr Kelley's Y
pill.

v

1'd like to make a few points in particular with regard to the
comments made by Mr, Hegarty, because I think this is crucial to
whatever type Blue Cross Legis.....excuse me.....wnatever type no-fault
legislation is involwved, (kindly laughter exchanged)

L will notdry and talk, Mr, Chairman, about the emotional questions

the thresholds, the profits or anyvthing like that,..but simply about the

efficiency of the vehicle, which I thinik the Lagislature has the res~

pounsibility to provide to the publiec. Because in all of these bills,

all the bills before us,,even though we don't want to follow the Hassa-
™

chusetts system as [ understand it means geoing into the Registry of Motor,

Vehicles and shouing a little card before you get your license tags,..we



do put the citizens of Maine undexr an obligation to buy insurance under
any of these bills. This is new and this is different and T thinlk
because wve order the citizens to buy the iasurance; that we in the
Legislature have a greater interest and greater duty to provide consumexr
protectibn thap we do in regard to the purchase of forms of insurance
which are entively voluntary. This is compulsory so we do have a higher
duty. ' .
I think ou¥ first duty is to try aﬁd erect a system vhich avoids
duplication, I have to admit thatiin that field that L can recall in
the last seasion that differences of opinion ¢u..that I have had differences
of opinicn with Dick Hewes, who is now our Speaker. Dick has always been
a great fellow.to say, ‘'duplication costs money and it's unjustified®,
I've always come baclk with the stoclk argument that, ‘well, if
you pay two premniums, you get a double return'.
T think that's all right with life insurance; you can buy all you
want., But here we're tallking about cémpulsgry insurance; basiéally

medical and wage replacement insuvance, this duplication cosis money and

it is not justified.

olnedi-rd

Secondly, on the figures on cost-benefit ratios, .£ I can use that
not'yét‘properly defined term,.,.in response to Bob Russ' on the figures
used for the efficiency (or lack of it) on casualty Companieé in writing
automobile med-paying insurance {(which is pretty wuch like no~fault
iﬁsurance, becausc I guess 75% of no~fault cdveragé is in the médical and

hospital areaz vather than in the wage rveplacement or survivor benefits

area)..,.in 1970.,,.that wvas the last year in which the laine Insuvance

i

Commission reported specifically as a specific line in their. summaries,

hy
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on the cost-benefit vatios, as L call it; ov on the premiums ecarned

and written and the losses incuvred and losses paid) on automobile
med-pav, ) 4

I have personally reviewed all of the reports p?ior‘to that year
back to 1951, I can fell you that two years ago that we had wveports on
the ratio between premiums earned and losses incurred (which I understand
fvom the cxwperts is‘the proper comparison to make) .,.was 37 point;somc
thing percent, ...@L can't remember the fraction,

T can also say that the (reporter's note: ''ratio') for prior

vezrs was in some cases higher; in sowe cases lower...but under 40

appeared to be the standard, L can also mention to you that I have
checked, not in all states by any means, but in a number of our states,

.

including the State of Maryland,l found that the situation was similar
except there, for the last year it was 24 point something,
ficult to measure cost-ratio benefit, T think

we can say that 24 or 37 or 42 percent is not very sood. Now, if a man

~~ and on his own make an erroncous

—t
I3

o]
ot
=

wants to be a fool =~ and it is foo

~

decision and purchase a policy that doesn't have “very much banz for the
buck" I guess that's his business and we have a statement in this country

about letting the buyer beware~- and maybe we can let it go ~- in a

~

him spend his money in a wasteful way, But when we, as Legls~

lators, compel them to buy the insvrance, then we have an obligation .

Then we need to show some feeling, some concern about the cost and whether

D3
it's a good deal or not

I'm a little bit surprised, by the way ,..it deesn't matcter, but T

am surprised that Bob Russ of Union Mutual,,.because 1f he would read the



bill, Union butual has the opporitunity, as do all other companies to

veite the coverage end, thet's not out of any generosity or any sensc

of liking for the company which T or the many of us may |

»

s

Tt's rather that those companies write a lot of health insurvance in

o]

rr

this State and it's not for them -~ but it is for the people who buy

health insurance from them and these are the people who are our con-
stituents,

The best way to handle this thing..the most economical way is

.

to ‘Y'rider" the existing group pelicies.  That can be Blue Cross, it

can be Union Mutual, it can be Aetna Casualiy Assurety Company, You've

heard bills that are mass~wmerchandisinz,..this 1s aroup coveraze in
[ <> O

£

the health field, we all know it's more efficient.

The other key is this: if you are going to avoid duplication;

if that's a legitimate object, if vou're going to try to get as "much

bang for the buck" as possible, and if you're going to recognize that

o

-

a vast number of our citigens.,.something like 90

G

Lot of health insurance coverage right now (like everyone of us does)
then you should meke the decision as to whether automobile insurance
should be a '"carve-~out',..a carve~out from general health coverage
or whether we should stick in the health field with health carriers
€

and in the auvtomobile field with automobile carriers, The only bill

that gives a gucrantee to the consumer who has this underlying coveraze

like Blue Cross, Blue Shield or Union Mutual or whatever.....it says, 'you

don't pay twice.,..' and Social Security and Medicare is pretiy im-
portani, too, Thet's the duty you have before you now, L don't see

-

how the people of lirine are going to undevstnmly the senior citizen

1ave concurred,

wvas quoted, . .have a

100
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of 67 years old in Brunswick on any ofher town who hes paid social

security all his 1ife and has both of the forms of Medicare

ond standard---why he snould pay ahother insurance premium that says,

'we've not going to pay you if Medicarve pays’you, but if it's going

to require that you get 2 break in price to get the Hedicare,

coverage should reccive the no-fault coverage at dppropriately reduced

e

premiunms, The only reason the senior citizen, for example, receives

coverase at all is by defini

tion of him not wvorking so he doesn't

have any waze loss...social security in a sense is wages (vith any -

prior pension he mey have) and he has pretty good medical

he has deductions on Medicare, 0.K., you pay those, .

He ml”hL have a cousin frum England or somewhere, Tn %ngland
vou nave a national healtlh insuwance there, but when the ¥Englishman

is over here, as I understand it, he is not coveréd unless he can
get back to England and get into

So the old fellow might want to take care of his nephew's bill.
1

Or let's say that he hits a pedestrian that doesn't have insurance,

Then it can be quite cheap and quite good,...$10,000 good to these

By

peonle, The other thing T would like to wention to the Committee
is a meeting I attended on No-Fzult at the National Liberty Mutual
Conference in Miami, The thing that impressed me most was something
that I hearedin a bar in Hiami...I think the gentleman was from A,1,A
and T think we were both taliking quite candidly,..I won't mentjion the

gentleman's nane

, eicept to say that he knows his way ar ound many city

halls;not only in small states, but in places like Washingron. And
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(quote’as neaxly as possible)

"look, we've talked a lot. I wont to tell you what it's all
about....we are goin7 to have, in the next tén years a national
health insuvance in this country; the insurance companies make
their money by a deal called "cash flow',,.there's nothing

wrong with it; in a sense we all make our money one way or

anothexr by cash flow; but if national hedlth insurance comes,

the Government 1s noi going to allow ineffeciency regarding
automobile insurance, Sverybody is going to have to be covered,

4

We want a .cutiof: that! premium dollar ., everyone does; so to
speak, Ve want to cut cut that 11% billion dollars, we want

! (end quote reference)

the cash flow, the dough.
It is nonscusical teo make the least efficient carriers primary
and it is morally wrong to charge people something under cow~ d

pulsion of law which they have already earned and paid for,

whether it be through social security, Blue Cross or Union HMutual,

Mr. Chairman, if there are any questions, I'11 try to answer them,

.

The question of what is primary and what is secondary is the key.

SENATOR GOX: Any questions? ««.cRepresentative 0'Brien.

=t

REPRESENTATIVE OBRLIEN: Pat, we're going to wake this insurance mandatory,

“

this is the bill that we accept. Ve have heard testimony to the

[
=h

effect Lh 1t it snould, undoubtedly, result in a premium reduction for
the consumer,

REPRESENTALIVE McTHEAGUR:  Not because of ithe no~fault issues, Jack; but
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because of other features that probobly Jim is move familiar with
than 1 am.

.

1

G. But theve will be an inherent premium reducition?

b, T think that if the Bill were passed in its presentAform, for
example, just considering investment income--it should (with mass
marketing) result in a 15 or 20% figure in rveduction; not only on
“B. 1, 1iability o Eut across the boawnd, : i
Q. Since we make the insurance wmandatory-«-~can we make the reduction
mandatory?

A. T think that's e very interesting idea for the consideration of
the Committee. I think it's somethinz that we should look into.

= you don't make the premium veduction mandatory,

-t

At the very least, 1
vou ought to make the profits which an insurance company can make
(not under coveraze that they have voluntarily sold)--this sounds “

like a public utility-~you've gotta have it and when you've got to

have it like telepnone service or electricity....and these arve all

meed" bills, Jack. You like to drive a car -~ then T think thet
the public has a greater interest in it, It has the right to

regulate very strictly,

Ve tell Bangzor Hydro and CHP what they can make -~ as a rate of
O J }

return, because we give them a captive market, And T think right here
wve are givipng the insurance companics a captive market, Ve ought to

regulate it carefully,
SENATOR COX: Any further questions? Rupresentative Donaghy?
RIEPRESENTATIVE  DONAGHY @ I'd like to <o back to that bar in iliami

eroetaushter,



REPRESENLATIVE DONAGHY (continuing,...)

vee.if things were going so well down there, T can't see vhy nor
eliminate all of the 'middle men anyway and let the Government do
the whele of it, They do things so efficiently ~- and cheaply -~
it secws as though from your testimony that this is the way to
handle it,...let the Government do it,
t in with social security, maybe,
REPRESENTATIVE McTEAGUE: T don't mean to say, Representative Doaaghy,
that this gentleman with whom I was speaking was an advocate of this;g
but he considers that this is the inevitable course. The very
sophisticated people who run our multi-million or billion dollar
corporations act in a way to anticipate problems, and T think they
do a wonderful job.,
SENATOR COX:  Any further questions?

Anyone else wish to speak?

I hereby declare the public hearing closed, We will

take a five minute reCeSS. cicoce
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SENATOR COM Sanator Kelley? ..

i
ATOR KELLEY: My, Chairman, iembers of t
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T you have looked at L,D, 1379 you'll sec that it is almost
identical to the filrst bill you had, very specifically, the one
that you have laid before you. In fact, I think that if you will

. i

turn to the second page of the bill from Section 2952 on =~ it's
nearly identical in the épecific provisiens and therefore, I won't
zo through them,

The difference is the first page; this bill would set up a
Maine Hotor Vchicle Repaiations Cormmission which would seek, in
effect this: .(e..coverage from insurance carriers in the State
of Maine, The contracts would be issued by the commission to
the carrier or carriers who get this business for a period of up
to three years. In essence, the administration of the policics
and so forth would be done by the company, oir companies which
receivé the business. tlowr, you may ask about point number 4 on
Page 2 as to the cost of the commission, because I am sure 1t will
arise now 1if not later, =~ Whoever has the contract or contracts

will meet the oosts of the commission expenses during the contract

You may ask why I have introduced the bill, Some of vou
o 2 o

who were in the last Legislature, particulaxly in the second

session, may recall that T had the dubious honor of introducing the

first no-fault bill in the Tegislature, One I dvafted last year
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and introduced in 1972 at the Special Session, The committee

screening the bills «
to considar the bill at tha

convention of the party with which -1

=

convention last spring and adopted the party

‘_I-
la

specifically, was the outline of the
the Platiorn,

P

ecided, because of conflicis at issue, not

Since that time ac the
am affiliated met at the
atform and this,

bill that was endorsed by

So, that's why this bill docs differ from the one that

introduced last year, By the way,
a cost ratio of $300. for medical; §
I think $900,. on wages; something in
So, that's the conclusion of my
it is dintroduced
specifics again hecause it is idénti

SENATOR COL:

REPRESENTATIVE JACKSOM:

paving for it, wouldn't this be passed

SEHATOR KELLEY: In essence, yes.

page or two it's quite apparent that
wouldn't involve that much.

SEHATOR COX: Puarther questions? ..

-
REP

=)

SENATOR KELLEY:

and I think there is

e have a question from Representative

Almost identical, ves,

the one I had last year had
300, foxr property loss and
that area,

presentation; the reason why

no need for going over the
cal to the one Mr. Tierney ha
Jackson,

T wvondered on that commission-thing-~-

on to the people?

.

T think if you read the first

the work of the commnission

. .Representative O'Brien,

ESENTATIVE OBRILEN: Vith the éexception of this commissicn, this

is exactly the same as Representative Tiemney's bLill?

The only real diff nce,

Jack, is that the commission would seek its support for the work



done from the compeny or companies, but the coverage would be the

same, L don't know if you were here; T explained the reasor

G. So thea preitty much the same thing goes---this would also

reduce insurance premiums in the Sta

A, I made reference to the bill T introduced last year .. (it

didn't have a chance-at that time) .. ro see if it UOuJﬂn'“ result
{

in savings and T was convinced (after the session was over and I

vas looking into it) that the bill T had last year would. Hfbew
T learn:d about Representative Tierney's bill (and after looking

into it further) it indicated that it vould,

Q. I'm sure that you know my position...I'wve made it very clear
at these hearinns....that I'm not convinced vet that the consumer
is ready for no-fault (or wants no-~-fault) but a2s the gentleman

from the consumer group polinted out, to go back to wmy constiuents

with a guarantee of 2 reduction in premium (and then if my position

changed very drastically),...,so0, vou wouldn't mind if T ask that -~

.

if there is going to be a mandatorv reduction of premiums?

A, 1T think it could very well be existent, I think it needs
more analysis,

SENATOR COX: Any further questions?

None? «oeoThank you, «coire there any proponents?

107



REPREGENIATIVE HeTiAGULE: My, Chairman, lembers of the Committee, 1 am
t MeTeague fvom Brunswick, In addition to being the only bill that

.

is completely in conformity with the State platfowa of both political
bodies, Scnator Kelley's Bill has behiud it (in terms of experience)

the twvo most long-lived and most successful bill in North America,

You probably know that the Province of Saskatchewan adopted
the first no~fault plan back in 1947, This has generally spread
throughout Canada, The Province of Saskatchewan operates their no-fault

plan throuzh, what we might éall, state funds.

Senator Kelley's bill is not exactly state funded; it allows
the actual admlnloLvatlon and op@ L’ion‘bv private enterpyrise but it
uses the collective power of the people of the State acting together

to obtain the vexry best kind of coverage at the very lowest premiuns,

ot

The other jurisdiction which has adopted a state~fund type
code, not using pragmatic writers to write ¢r service the policies, Dbut

,

operated dirvectly through government is the Commonwealth of Puerto Rico

h
=h

but it, admittedly, has az different soclal history and diffaerent econcmic

standing than we do here in Maine:; but they have been terribly successful

in working for a vevy large premium reduction. T think it's called
veecesPuerto Rico  (Social ....? ) Auto Reparations Plan,

I think that when we ave going into a new avea -~ asain, with '

a captive type market -~ which we make with the consumer with any no-

;—1.
('.2

fault plan, that this really emphasizes the obligation tha
(vuich has ordered the coverage) to make surve the best deal possible

is made,

nk you.

—_—
—
B
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SLAATOR COMl Are there any questions? Represecntative Donaghy?
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Tn the light of ifr, 0'Brien's questions

.

of Scnator Kelley -~ T would like to have ashed this of Senator

Kelley -~ but T can ask you the same thing, ...have the Blues'

going to like it (have they been asked how they are going to like it

when they are told how wuch they are zoing to be able to chaxge for
ppremium on

MR, McTEAGUL: This is not a Blue Cross bill, Representative Donaghy

eeoethis bLll is. ..o

REPRESENTATIVE DONAGHY: ....it has been said herei...

MR, McTEAGUE: Blue Cross would be allowed to bid == to write the

he State of Maine; so would the

coverage and in all (or part ) of

other health carriers.

SEHATOR COX: Further questions?
None? Thank you.
SENAT COx: Any further proponents?

1f not, does anyone wish to speak in opposition?

MR, QUSS: I think ¥ have taken the position of oppoe ng Representative
Tierney's Bill and it will be thought I am opposing Senator Kelley‘
Bill -~ and T am -~ I vould also like to say that Reprgsgﬁtative
McTeazgue has indicated something about Saskatchewan and T think that
all of you might be LHLLIPuLCd in knowing that they are considering

a bill to take-over all insurance compenies‘ " If the ey did that; and
then if laine did that <= you cownld do away with Bob Russ' Company.

( kindly lauv:on)

’
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REPRESENTATIVE OBRILEN: I would like to ask one question. .,.0f
Mr, Mogarty., ...0 asswae that you are here represcnting the Insurance
Commission? .

My only question is, again with the insurance premium,..do
you believe that any one of the bills that we have wead so fayx, that
we would be able to wirite in a rveduction of premium?

REPRESENTATIVE

Tt's possiblececss ;
: |

rd,,..you

OBRIEN: veeoo(nOt hea say it's.c.e.)
I said, T thiok it's possible,

REPRESENTATIVE OBRLEN: Possible? .....maybe you're converted to
that.

MR, TRAMUEY: I say, T think it's possible,

REPRESENTATIVE OBRLEN: There again, we'we back to the actuarial.

REPE

that have been presented?

MR, TRAHEY:

We have explored some more in depth than others;

together costs, nor have we yet clari

RESENTATIVE

DESHATES ¢ Have yvou made a study of all of the bills

(question asked of Mr, Trahey)

e studied all the bills;

I can't say that I per onal1y hav
we haven't

i{fied the cost area,

SENATOR COx: Because of that fact ...as he indicated,...he'll give
us more of that information in Fxecutive Session.

Any 1se wish to speak?

snyone eLse wish co ﬁpea.\.‘ R
MR, SHITH: Mrv. Chairman and Members of the Committee ~- this is the
last day and T have attended all these hearings and I have spoken at
most of them; I appreciate the time you have given me and L now will
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be very brief. T realize that wmemboers of this Committee come here
and they have not been exposed to this problem -~ this whole concept

and all these various ‘plans -~ the pros and cons of thenm as perhaps

most of us are who have spoken bafore this Committee,
I vealize that this presents quite a problem to the Committee
to come to a consideration, a firm one, I cannot speak on bchalf of

thieMeine Bar Association regarding Senator Kelley's Bill because
. ' [

quite frankly, we never had it to bring before the Committee -~ to be
studied, so I would be amiss 1f I was representing the Bar Association
in that regard,

I do want to say that, as I told you initially, we endorsed
Senator Mdrcotte's Bill, I would like to say in reference to this

1

nignt

=
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to the main committee, and you can do what you like =~ that
be well if you took some of thése bills =~ and I think that Senator

Marcotte's Bill is an example -~ that had no threshold you could

[N
rr

try it, Let's say that you tried it for a couple of years; if

isn't working; if it's causing problems (and I caan't see why it should

in any way) ..and I don't believe it'

s going to cause any increase in
premiums ... but if it does, then you can come back with some sort

of threshold bill .. in the next Legislature.

This is just a thought because I think that's the best way

o+

to handle it, I would say in reference to that bill, and Senatovw

Marcotte isn't here and he has a compulsory feature in it -- I would
say that in his bill ~=- well, there is no need to have.compulsory insurance
in it because we have it undexr our system now and it can be vexy cavefully

L,

eliminated, he only thing being though, that i1f you do buy imsurance
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t is

=

it's mandatory that you buy the first-party coverage, just as
mandatory now that you buy, I guess,..l get it comes with-the automobile'
coverage, ‘ ‘ )

I leave the Committee with these thodghts and I want to thank
you for-your kind attention to my presentations in this area,
SENATOR COX: Any questions of Mr, Smith?

Thank you éir. Anyone elsc wish to :speak?
MR, SMART: My name is Murray Swmart, I am representing the Insurance
Independents' Association iﬁ Maine; I'd just like to go on record
as being opposed to this bill, T will just state what 1 did previously
that we do stand in favor of L.D. 1420 and in a1l deference to Mr,
Smith, I would like to say that 'vhy don't you give 1420 a couple bf
years and if it doesn't work out (and if it does have a threshold,
maybe vou éan take the threshold out)' cecenc

¢ee50, oeseeyou fellows have a problem, that's what it boils

down to, but I just want to be on record, that's all.

SEHATOR CO¥: Any guestions?
If there are none, thank you. Anyone else wish to speak?

If no one wishes to speak, ¥ will now declare this hearing closed.
eeoesogavel
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