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Report of the Committee on Business Legislation

on Study of No-Fault Automcbile Imsurance

Six bills to establish "no-fault" automobile insurance were introduced
at the Repgular Session of the 106th Legislature. Although all of the bills
provided in some way for payment of benefits for medical expenses, lost
wages and other expenses to the injured person by his own insurance pro-
vider on & first party basis, without regard to fault, the bills differed
congiderably in the changes proposed in the legal system, in the requirements
as to which providers could offer the no-fault coverage, and in the ap-
proach to whether or not the no-fault coverage should be coovdinated with

the coverage,

L.D. 1, sponsored by Representative Rodney Ross, was based substantially
on the present Delaware law. It provided & maximum benefit level of $10,000
per person, did not limit tovet liability, and had no restrictions as to

the type of provider or as to ceoordination of benefits,

L.D. 1420, sponsored by Representative Claude N. Trask, was drafted by
the insurance study commission established by the 105th Legislature., It
provided a maximum benefit level of $2,000 per person. The bill followed
the “threshold” approach to limitation of tort liability, Sults in
automobile accident cases would not be allowed unless the injured person
had hospital or medical expenses of $500 or more or unless he had a
specified type of permanent or significant injury. The bill made the
no-fault coverage primary over any other type of insurance or coverage,
except for social security, workmen's compensation, medicare or méedicald

benefits.
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L.D. 1425, sponsored by Senator Richard ¥, Berry, would have enacted
the Uniform Motor Vehicle Accident Reparations Act (UMVARA) drafted by
the National Conference of Commissioners on Uniform State Laws., It pro-
vided for unlimited total coverage, with an internal weekly limit of $200
on wage benefits., It established the stromgest restrictions on tort
liability of any of the bills, The two most signilficaant of these were that
tort actions may be brought (1) only for damages fovr work loss over the
$200 limit if death or total disability for more thanm 6 @@néhs occurred and
(2) damages for pain and suffering in excess of $5,000 only if death, per-
manent Ilnjury or disflgurement or total disability for more than 6 months
occurred. The no-fault coverage was primary except for the same subtrac-

table benefite as L.D, 1420,

L.D. 1770, sponsored by Senator Guy Marcotte, did not limit tort liability
and provided a maximum benefit level of $2,000, with the no=fault coverage

primary in the same way as in L.D., 1420,

L.D. 1882, sponsored by Representative James B, Tlerney, did not limit
tort liability, but did limit attormey's countingent fees te only that
portion of the recovery in excess of the awmount of benefits furnished. The
maximum beneflt level was $10,000. The coverage could be provided omly by
health insurance carriers or non-profic hospital or medical service ovgan-
izatione, and not by wotor vehicle insurers., The bill provided for sub-
stantially the same subtractable benefitas and also stated that providers
may subtract bemeflts payable under any other general health or accident

plan or wage protection,
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L.D. 1879, sponsored by Senator Peter §, Kelley, was substantially siwmilar
to L.D. 1882, except that it provided for a state commission, appointed by
the Governor, to negotiate with one of the same type of providers allowed

under L.D. 1882, a contract which would cover all Maine drivers,

The Committee on Business Legislation held public hearings on these bills
on April 18 and 19 snd om May 2, 1973, .Mﬁﬁ? pergons appeared as proponents
or opponents of the bille asnd & number of statements were presented. Rep-
resentatives of both the insurance industry and the legal profeasion were
the majority of the witnesses. The Insurance Department presented actu-
arial evidence on the cost effect of some of the bille., Thie study was
prepared for the department by am independemt actuary employed on & part-
time contractual basis because the department could not afford & full-time

actuary of its own.

The committee made the determination that 1t should not endorse any
no=-fault plan without more information about its effects on overall auto-
mobile insurance costs and that & detailed actuvarial study was therefore
necessary., The Legislature appropriated funds for such a study, Initial
contact was made with the firm of Milliman and Robertson, Inc., of Los
Angeles, which had experience in the area and which was conducting similar

iigsioners and for

studies for the National Association of Insurance €
the U.5. Senate Commerce Committee., Arvangements for the study would net
be completed in time for 1t to be fimished before the adjournment of the
Regular Session. The Legislature therefore authorized the commictee to

complete this project and to study the need for no-fault insurance. A
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copy of the study order is attached to this report as Appendix A,

After adjournmeﬂt, the commitiee reached asgreement with Milliman snd
Robertson, Inc., on the scope of the actuarial study. The cosmictee re-
quested a study of four of the bills, L.D.%s 1, 1420, 1425 and 1882, with
consideration of variations to each bill imn the level of the threshold and
of the no-fault bemefits, It was felt that L.D. 1879 was so similar to
L.D. 1882 in almost sall of its provisions that a separate analysis of
that bill would be an unnecessary cost and &n analysis of L.D. 1420 with
variations of the threshold level would apply to L.D., 1770 ag well, since

the two bills were very similar except for the threshold level,

The agreement with Milliman and Robertson, Inc., on the terms of the
project vas completed early in August, 1973. A copy of the committee
chairman's letter of confirmation of August 3, 1973 is attached to the

repoxt as Appendix B,

After further information about the bills was supplied to the actu-
arial firm by the Legislative Assistant assigned to the committee, the
study was completed and dellvered early im October., A copy of the study

is attached as Appendix C.

The effect of the six bille on premiums as shown by the study, is sum-

marized as follows:
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# Change in Personal ,
Bill Injury Premium ## Change in Tetal
Sponsor Number Portion Only Insurance Premium
Rep. Rodney Ross L.D, 1 8% 3%
Rep., Claude Trask 1420 -15% -6%
Sen. Richard Berry 1425 30% 12%
Sen., Guy Marcotte 1779 2% 17
Sen., Peter Kelley 1879 9% &%
Rep. James Tiermey 1882 = =6% =2 i
or 9% 47
* Bodily injury liability, first party medical payments, and uninsured
motorist coverage.
#%  Above plus property damage lisbility and physical damage coverages.
ik

Based on universal acceptance and effectiveness of the nonduplication
provisions of the bill.
These results must be interpreted with the caveats on thelr use stated

in the attached actuarial study,

Since the study did demonstrate that only two of the six bills, L.D.'s
1420 and 1882, effected a decrease in imsurance costs, the committee de-

cided to work primarily with those two bills,

Over the next few months, the committee met several times and dis-
cussed the posgibility of reconciling the two bills to produce omne bill on
which most persons could agree., However, the sponsors of these bills, both
of whom were members of the comnittee, were not able to reconcile thelr views
on the fundamental differences between the two bills: the threshold, the

issue of primacy and the types of providers,

As a result of the committee discussion, both bills were reintroduced

at the Special Session of the 106th Legislature. L.D. 1420, which was
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supported by a majority of the committee, was presented as L.D. 2475, with
some editorial changes and with the deletilon of motorcycles from coverage.
L.D. 1882 became L.D, 2405 with some significant changes, particularly with
regard to the providers of coverage, which the sponsor had discussed with the
committee. Instead of restricting the sale of the coverage only te medical
insurance carriers and to nen-profit medical service organizations, the

new version of the bill allowed these providers to write only the health
coverage for the named insured and his family and allowed motor vehicle
insurers also to write this, with the provision that it could be sold in
combination with the other types of providers. The other parts of the
no-fault coverage could be provided omnly by motor vehicle insurers, a basic
change from L.D., 1882, A detailed analysis of the two bills, prepared by
the committee's Legislative Assistant, is attached to this report as Ap-

pendix D.

The committee held a public hearing on the two L.D's during the Speciasl
Session and reported out both of them with a majority in favor of L.D. 2475
and & minority for L,D, 2504, When the billes reached the floor of the House
of Repregentatives, there was extensive debate. The House eventually sup-
ported L.D, 2504 and rejected 2475, Im the Senate, after further detailed
debate, both bille were defeated. Since the two bodies had not agreed in
their action on L.D. 2504, a committee of conference was appointed, but was
not able to meet before the end of the session, thereby precluding the chance

of passage of any no-fault bill by the 106th Legislature.
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WHEREAS, the Legislature is considering six proposals relating
to No-fault Automobilce Insurance:; and

WHEREAS, an actuarial financial review of the impact of such
‘proposals on premiume cannot be completed'until July of 1973; and

WHEREAS, evaluation of such information will be necessary at
that time before any further determination can be made; now, therefore,
be it |

ORDERED, the House concurring, that the Legislative Research
Committee is authorizced and directed to study the subject matter and
actuarial information to bec rceceived concerning Legislative Documents
Numbers 1, 1420, 142%, 1770, 1882 and 1879, to determine to what
extent, if any, such fsinocdod and in the best interests of the State;
and bhe it furthe&

ORDERED, thal the lMotor Vehicle Division of the Office of Secretary
of Statc and Insurancce Department be Qirected to provide the committee
with such technical advice and assistance as the committee feels
.necessaxry or appropriate to carry out the purposes of this Order; and
be it further

ORDLRED, that the conmittee report its findings at the First

Special Session of the 106th Legislature in 1974; and be it further

SRR SN
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ORDERED, that upon passage, a copy of this Order be transmitted

forthwith to said agencics as notice of the pending study.
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COMMITTEE ON BUSINESS LEGISLATION

August 3, 1973

Mr, James R. Berquist
Milliman & Robertson, Inc,
80 South Lake Avenue
Pasadena, California 91101

RE: No~Fault Costing Project
Dear Mr. Berquist:

Due to a budget limitation which was explained to you in a telephone
conversation on August 1 with members of my Committee, and with Dep-
uty Commissioner Theodore Briggs of the Insurance Department, it is
necessary to revise our original request for costing certain No-
Fault proposals and variations.'

Based upon our understanding of your fee schedule, we are now desirous
of obtaining actuarial costings on the following four Legislative pro-
posals (with your estimated charges):

1. L.D. # 1 -~ $2,500

2, L.D. #1420 -= 82,750 ($2,000 plus five separate cost-
ings at $150 each)
L.D. #1420 has a threshold of $500 with a minimum bene-
fit level of $2,000.
Options desired are: Thresholds of $0 and $1,000.
Iirst party benefit level of $10,000.

3. L.D. #1882 - $2,000 plus

L.D. #1882 has a benefit level of $10,000,.

The option desired is: First party benefit level of $2,000.
4, L.D., #1425 -~ (UMVARA)~-$1,500

Copies of L.D, 1, 1420 and 1332 were forwarded with my letter of May 25,
1973, L.D. 1425 is an additional bill and a copy is enclosed.



J.R. Berquist
Pase 2
August 3

In accovdance with the discussion on August 1, Representative James
E., Tietney, sponsor of L.D. 1382, will forward to you a copy of that
bill with deletions indicated for those sections which are not to be
considered in the costing. You did indicate on the telephone that
you would need additional information in order to be able to cost
this bill with the deleted provisions included, and you could not

be sure at that time what your charges would be for this bill. Rep-
resentative Tierney has requested that we ask you what additional
information you would need. He should be able to obtain this for
you from Maine Blue Cross and Blue Shield, :

This letter is to be considered as my authorization for Milliman &
Robertson, Inc., to cost the aforementioned four No-Fault proposals
with specific options, This authorization is subject to a maximum
cost to the State of Maine of 510,000, which is the amount of the
Legislative appropriation for this study. It is my understanding
that this project will take eight (8) weeks from the time you re-
ceive this authorization,

I am designating Mr. Thomas P. Downing, Jr., Legislative Staff Assis-
tant to the Business Legislation Committee, as the person to be con-
tacted for assistance and interpretations relative ko thils project.
His address is Room 427, State House, Augusta, Maine 04330, and his
telephone number is 207-289-2486. Mr. Downing is in the process of
completing a summary of the testimony on these No-Fault proposals
which will be forwarded to you shortly, In addition he will provide
you with a list of the sections of these bills which contains a ref-
erence to Workmen's Compensation or Medicare.

It should be noted that the Maine Insurance Department anticipates a
reduction of approximatcly six percent inm the Private Passenger Auto-
mobile rate level in the State of Maine by IS0 companies.

Thank you for undertaking this project on our behalf.

Very truly yours,

Honorable John Cox

Senator

Chairman of the Business Legislation
Committee

106th Maine Legislature
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COST ISTIMATIE STUDY Off

AUTOMOBILE INSURANCE BILLS

This report has been prepared as part of the cost estimale study authéfi'zed
by the Committee on Business Legislation of the 106th Maine Legislature.
The study was designed to evaluate the cost implications to the consumer
of enactment of any of the following four automobile insurance bills:

1) Legislative Document No, 1

2) Legislative Document No, 1420

3) Legislative Document No. 1425

4) Legislative Document No, 1882

The étudy ihas been completed, and a synopsis of‘ the results is presented in
Exhibits A, The exhibits show the estimated premium change for the aver-
age insured vehicle to be expected from enactment of the proposed legisla-
tion, subject to the very iroportant caveats in Exhibit H, For example, the
study finding regarding LD 1 is that the personal injury portion (i.e. bodily
injury liability, first~pﬁrty medical payments, and uninsured motorist
coverage) of the average automobile insurance premium would increase 8%,
which is approximately cquivalent to a 3% increase in the total premium
(i.e. the forepgoing plus property damage liabilily and physical damage

coverages).

Exhibits A arec based on a hypolhetical model that is representative of the
state of Maine in proportional, but not absolute, terms. The 100,000 injury
radix and the olher nonproportional entries of the exhibits are probably five

or six times larger than actual Maine experience. This relationship was



not thoroughly explored in the course of the study, however, for it has no
hbearing on the proportional conclusions at the bottom of each exhibit, and

it is these percentages that the study was designed to devcelop.

Exhibit A-1 indicales that enactment of LD 1 would increase total insured
losses, including loss adjustment expenses, by 20%. Assuming that other
expenses would retain the s:ame proportional relationship'to losses, th;e
total personal injury automobile premium pool would also increase 20%.

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

e

the proportion of motorists having insurance to increase frqu. 84% to 93%.

b

Thus, the total premium pool would be spread over évlar‘ger base, and the
personal injury premium increase would average only 8%. A similar anal-

ysis pertains in the case of the other bills,

IExhibits I3 present the findings of Exhibits A broken out between first party
and residual liability componcnts under the no-faull system. The sums of
the two columns of Iixhibit B for each bill equal the amounts in the last

column of Iixhibit A for thal hill,

Exhibits C show the major cost-significant provisions of the bills as sub-
mitted for evalualion. Alternative provisions and their cost implications

are discussed clscwherc.

LD 1 is a non-threshold bill that limits tort actions exclusively by. precluding
no-fault benefits as evidence, First-party benefits are limited to $10, 000,
with few inside limits by'covvm;ge and no offgsets, but with no survivor
benefits, There is a 12-month duration limit concerning no-fault benefits
but since losses need mmerely be determinable during that period, and not

necessarily accrued, it has been assumed that this limit has no appreciable

-2~
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cost impact on wage loss benefils. Property damage liability and physical
damage coverages are provided in the bill, but the cost implications therecof,
which arc not belicved to be major, have not beewn addressed by the study.

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

LI ]

LD 1420 is a $500 threshold bill that limits no-fault benefits to a maximLﬂlm
of $2, 000 and to an accrua'l period of four years. The 20% coinsurance.
feature is assumed to apply to wage loss benefits after deduction of the 15%
income tax offsetl. Subrogation is permitted only when a lort claim is pur-
sued, which is assumed to be 25% of th_e time. The threshold _;fapplies to
suits for economic loss as well as genéral damages,‘: :;nd'i;clu;ties an ag~'
gregate exemption of $2, 000 in addition to the medical cost quélifying point

of $5600. Coverage is mandatory, including $20, 000 minimum liability

insurance,

LD 1425 is a high-threshold bill that places no aggregate limit on no-fault
benefits. The threshold actually is expressed in terms of the requirement
that disability last six months or more, and in addition there is a $5, 000
deductible applied to general damage a\\}ards, although it is assumed that
jury awards will reduce this to an effective $2, 500 deductible. W age loss
and survivor benefits are limited to $200 per week. Coverage is compul-

sory, including $25, 000 or more of bodily injury liability insurance.

LD 1882 is a non-threshold bill that limits no-faull benefits to a ‘maximum
of $10,000. There is no inside limit on medical costs, but wage loss bene-
fits are limited to $3, 900 and service benefits to $1, 300. The death benefit
is autor.natic full payment of the maximum no-fault benefit, whether or not
there are survivors. Premium rates from 1975 are required to be functions

of subrogation recoveries and interest ecarnings, and as well to generate a

-3~
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minimum 80% loss ratio, bul these future requirements were not considered
in the study. No-fault coverage is compulsory, but liability coverage is

optional under the bill, . .

Motorcycles are excluded from compulsory coverage under LD 1882, but
are included under the other three bills, No-fault coverage is substantially

more expensivé to motorcyclists than is liability coverage.

Reasonable enforcement of the compulsory features of the bills is anticipated
by the study. The conclusions drawn are quite sensitive to the insured ratio
assumptions, and nonenforcement of mandatory provisions’ vy'voilld have an

adverse effect that could be significant,

With the exception of ILD 1, benefits are overdue if not paid within 30 days
of receipt of reasonable proof by the carrier. The monthly interest penalty
on overdue payments is 1% in LD 1420, 1-1/2% in LD 1425, and 2% in

LD 1882,

The study is addressed only to the Cofnpulsory coverage provisions of the
bills and not to any optional deductibles or incremental benefits that may
be expected, respectively, to reduce or increase accordingly the premium

- payable by an insured exercising the option.

Iixhibit D presents some of the input assumptions to the computer model
that is the foundation for the study. The goal has been to set forth those
assumptions having a relatively high degree of subjectivity in order that
the carcful reader may understand the extent (which is moderate) to which
actuarial judgment Cqmbines with relevant statistics to form the input to

the model. TIfor example, it is our judgment that permissible charges for

-4
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providing clain: information under LD 1420 will add 2% to mc‘dical costs in
the data base. Conversely, it is also our judgnient that the one-year time
limil provision of 1. 1 will reduce medical cosis by 5%. To the exten@that
these and other judgments are in error, of course, thec study conclusions

L

will be affected accordingly.

One of the more important sets of assumptions and statistics is that sup~
port.ing the calculation of survivor benefit costs under LD 1425, Approxi-
mately half the total cost under this bill is in death costs, which includes

residual liability and funeral and pre-death medical costs as \v,éll as no-

-~ »
-

fault survivor benefits. Statistics show the average survivor t;fo be a vfemale
age 40, and it is assumed that the decedent, or the éurvivor irr the Caseﬂ of
service benefits, is a male age 43. Wage loss benefits are assumed payable
for 22 years (to age 65 of the husband) and service loss benefits are assumed
payable for life." Remarriage rates are assumed to be negligible, in part
because of the size of the benefit provided. The mortality table used is the
1959-61 United States W hitc Male and Female Life Table, and the interest
rate 5% per annum. The resulting death cost projection can be seen to con-

tribute heavily to the cost increase projection under LD 1425,

Exhibit I} deals with the altefnative provisions specified in the costing in-
strdctions. For example, removing the dollar threshold under LD 1420
would have the net effect of increasing the average personal injury premium
by 17% relative to the impact of the basic bill. Since that impa¢t is ex-
pected to be a 15% rcduction, as shown in Exhibit A-2, the corresponding
impact of the revised bill (with the alternative provision) may be taken to be
a 2% increase in the personal injury premium and a 1% increase in the tolal

auto premium,
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A potentially significani. provision in LD 1882 is that which provides that the
no-fault carrier must offer insurance under wh'ich group health and rclated
bencfits would be primary coverage, the goal being to avoid duplicate pay-
ments. Since lhis offsel package is optional, our basic cosling of LD 1882
assumes that the provigsion will not be effective. We have also costed'th’e
bill on the assumption that the pr‘ovision would be fully effec‘tl\'/e inall
policies, however, and lhe study shows a relative pérsonal i-njury premium
saving of 15%. Accordingly, on this éssumption, the revised Exhibit A~4
change would be a 6% reduction in the average personal injury premium,
and correspondingly a 2% reduction-in the average total premium, Under-
lying assumptions are that 80% of the population is covered by basic group
health insurance that covers half of all medical costs and that ,40% have as
well group major medical insurance that covers 80% of the other half., 1t

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

coverage that is fully as effective as the wage loss provision in LLD 1882,

It has becn contended that the expense level of a no-fault system will depend
on the type of carrier providing insurance. This contention is not denied,

but neither has it beenendorsed in the course of the study. The result, of
course, is the implicit assumption that expenses will not vary by type of
carricr. To the extent that the assumption can be demonstrated to be in
error, the conclusions drawn should be adjustcd accordingly. If, for exampie,
I;IO bremium téx is to be payable under one of the proposed bills, t.he prem ium
payab]e by the average insured motorist will be reduced in direct proporlion,
A similar result will apply if the average commission level is reduced,
provided there is no offsctting increasc in other costs of administration.

As stated above, this study assumes that loss adjustment expenses will

G-
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change under a no-fauit systermn but will not vary by type of carrier, and

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

by type of carrier.

Iixhibit I¥ presents the qualifications of our firm. and of the acluaries.in-
)

volved, to conduct this study.

Exhibit G briefly describes the computer model that is an important t_bol

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

that model and system.

Exhibit I presents a number of caveats pertaining to the ‘studys¢results and
their use, and should be read carefully by anyone having occasion to repre-

sent or describe those results to others,

We appreciale the opportunity to have been of service to the Committee,
and will be happy to answer any questions pertaining to the study or its

conclusions.

M ILLIMAN & ROBERTSON, INC,

Paclencel 0, Mlborre

Frederick W. Kilbourne
Consulting Actuary
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EXHIBIT A-1

MAINE - LEGISLATIVE DOCUMENT NO. 1

COMPARISON OF PRESENT AND PROPOSED SYSTEMS

PRESENT SYSTEM _ PROPOSED SYSTEM

Benefit Injuries Average Amount Injurics Average A;nount
Medical Expenses 49, 665 348 17,303 86,179 333 28, 656
Wage 1,088 18,858 611 11,522 35,033 709 24,853
Services Loss 5,292 364 1,927 18,710 358 6,705
Death Costs 758 12,686 9,616 1,533 9,1,7‘-40 14,931
General Damages 47,038 1,041 48, 946 38,418 ‘:,1; i:?_36 43,659
Total Costs of Above 89, 314 : j !118,, 804
Medical Payments by Option 9, 343 1,710
Loss Adjustment Expenses 18, 745 ’ _ . 20,458
Total System Costs 117,402 ‘ | 140,972
Change in Total System Costs | ‘ | +20%
Overall Insured Ratios : 849 93%
Change for Average Insurcd Vechicle +8 %%
Change Related to Total Automobile Insurance Premium +3%%*
Notes:
1) Injuries shown are numbers of injuries based on a radix of 100, 000.
2) Averages are dollar amounts per injury,
3) Amounts are in thousands of dollars.

w4) Neither these numbers nor the other numbers in this report should be used

or reléased withouwt reference to the caveats in Exhibit H attached.

9/29/73 -8~
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XIBIT A-2

MATNT = LEGISLATIVE DOCUMENT NO. 1420

COMPARISON O1" PRIESINT AND PROPOSED SYSTISMS

PRESENT SYSTEM PROPOSED SYSTEM

Benefit Injurics Average Amount Injuries Average Amount
Medical Expenses 49,665 348 17,303 83,669 330 27,622
Wage Loss 18, 858 611 11,522 34,635 433 15, 004
Services Loss 5,292 364 1,927 19,4686 319 6,214
Death Costs 758 12,686 9,616 1,589 8,247 13,104 .
General Damages 47,038 1,041 ‘ 48, 946 11,280 2,559 28, 870
Total Costs of Above . 89, 314 90,814
Medical Payments by Option 9, 343 4,240
Loss Adjustment Expenses 18, 745 14,897
Total System Costs 117, 402 ' 109, 951
Change in Total System Costs ~6%
Ovecrall Insured Ratios 849, | 93%
Change for Average Insured Vehicle ~15%*
Change Relatedjto Total Auto Insurance Premium ‘ - B
Notes: ;
1) Injuries shown are numbers of injuries based on a radix of 100, 000.
2) Av_érages are dollar amounts per injury.
3) Amounts are in thousands of dollars.

w4) Neﬁther thvese numbers nor the other numbers in this report should be used

5

or _released without reference to the caveats in Exhibit [I attached.

.
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EXHIBIT A-3

MAINE - LEGISLATIVE DOCUMENT NO, 1425

COMPARISON OF PRESENT AND PROTOSED SYSTEMS

PRIESENT SYSTEM PROPOSED SYSTIEM

Benefit Injuries Average Amount Injuries Average Amount
Medical Expenses 49,665 348 17,303 82,656 397 32, 798
Wage Loss 18, 858 611 11,522 34,270 585 20,051
Services Loss 5, 292 364 1,927 14, 079 425 5,978
Death Costs 758 12,686 9,616 1,581 48, 42544 76, 906
General Damages 47,038 1,041 48, 946 7,300 - } 'AZ,:;Q'YG 15, 157
Total Costs of Above 89, 314 | | ’ 15(5, 890
Medical Payments by Option 9, 343 | -
Loss Adjustment Iixpenses 18, 745 _ - 17, 950
Total System Costs 117,402 168, 840
Change in Total System Costs +4 4%
Overall Insured Ratios 84% _ | 93%
Change for Average Insured Vehicle ' +30% *
Change Related to Total Automobile Insurance Premium +129 %
Notes:
1) Injuries shown are numbers of injuries based on a radix of 100, 000,
2) Averages are dollar amounls per injury.
3) Amounts are in thousands of dollars.

%*4) Neither these numbers nor the olher numbers in this report should be uscd

or released without reference to the caveats in lxhibit H attached.
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EXHIBIT A-4

MAINE - LEGISLLATIVE DOCUMENT NO. 1882

COMPARISON OF PRESENT AND PROPOSED SYSTEMS

PRESENT SYSTEM PROPOSED SYSTEM

Benefit Injuries Average Amount Injuries Average ['&r\nount
Medical Expenses 49, 665 348 17,303 75, 946 366 27,1717,
Wage Loss 18, 858 611 11,522 32,270 439 14,156
Service Loss a, 292 364 1,927 18,215 257 4,676
Death Costs 758 12, 686 9,616 1,490 16, 001 23,841
General Damages 47,038 1,041 48, 946 39, 542 "/. "'1,%102 43,560
Total Costs of Above 89, 314 114,010
Medical Payments by Option 9, 343 , 1, 787
Loss Adjustment IExpenses 18, 745 ) 18,598
Total System Costs 117,402 : 134, 395
Change in Total System Costs ' +14%
Overall Insured Ratios . 849 " 88%
Change for Average Insured Vehicle +9%*
Change Related to Total Auto Insurance Premium _ +4%
Notes:

1) Injuries shown are numbers of injuries based on a radix of 100, 000.
2) Averages are dollar amounts per injury. | |
3)  Amounts are in thousands of dollars.
4 ) Neither these numbers nor the other numbers in this report should be used

or released without refercence to the caveats in Exhibit I1 altached.
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EXHIBIT B-1

MAINI - LD 1T AND L)) 1120

NO-I"AULT AND RIESIDUAL, LIABILITY COS'T'S IN PROI'OSIED SYS'IV‘I')MS‘

o

L. D. #1 L. D, #1420
Benefit No-Fault Liability No-Fault . Liability
Medical Expenses 25, 829 2,827 20,440 - ’ 7,182
Wage Loss 23, 264 1,589 11,326 ¢ 3,678
Services Loss 6, 382 323 4,960 I 1, 254
Death Costs 4, 865 10, 066 3, 064 10, 040
General Damages - 43,659 - : 25, 870
Totals Above 60, 340 58, 464 39, 790 51,024
Medical Payments 1,710 - 4, 240 -
I.oss ILxpenses 7,921 12,537 5,222 9,675
Total Costs 69,971 71,001 49, 252 | 60,699

Note: Entries are in thousands of dollars

9/29/73 -12-
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EXHIBIT B-2

MAINI - 1.D 1425 AND LD 1882

NO-FAUILLT AND RESIDUAL, LIABILITY COSTS IN PROPOSID SYSTEMS

R

L. D. #1425 L. D. #1882

Benefit No-Trault Liability No-Fault ;iability
Medical Expenses 32,238 560 26,:710«,‘ ) 1,067
Wage Loss 19, 148 903 0,771 Y 4,385
Services Loss ~ b, 755 223 - 2,640 / 2, 036
Death Costs 70,201 6,705 14, 000 9,841
General Damages - 15,157 o 43;, 560
Totals Above 127, 342 23,548 53, 121 60, 889
Medical Payments - 1,787 -
Loss Expenses 13, 306 4,644 _5, 900 12,698
Total Costs 140, 648 28,1092 60, 808 73,587

Note: Intries are in thousands of dollars

9/29/73 o ~13-

e - S MIULLIMAN & RODBERTHON, INC v - ——CONSULTING ACTUARIESD — e e



EXHIBIT C-1

M AINE - LD 1 AND LD 1420

SIGNII'FICANT BILL PROVISIONS

PROVISION L.D, #1
No-fault benefit maximum $10, 000
Specific medical cost limit None

Wage loss limits:

aggregate None

per week None

duration None

proportion 100%
Service loss limit None
Funeral benefit $2, 000
sSurvivor benefit None
Threshold:

economic loss None

general damages None
Financial responsibility $25, 000

*Note: Alternative provisions are covered in Exhibit Ii.

9/29/73 : ~14-

L.D. #1420

$2,000%*
None
None
. None
4 years
80%
4 years
$1,000
$2, 000%*
$2,000
$500 medical*

$20, 000
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EXHIBIT C-2

MAINE - LD 1425 AND LD 1882

SIGNIIFICANT BILL PROVISIONS

No-fault benefit maximum No limit $10, 000
Specific medical cost limit None None

Wage loss limits:

aggregate None _ None
per week $200 ,;_$150
duration None 26 weeks
proportion 100% “15%
/ .
Service loss limit: .
per week $200 $50
duration None 26 weeks
Funeral benefit $500 None
Survivor benefit $200 per week $10, 000 flat
Threshold:
' economic loss 6 months disability None
general damages $5, 000 deductible None
IFinancial responsibility $25, 000 No change

*Note: Alternative provisions are covered in Exhibit I,

9/29/13
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EXHIBIT D

M AINE - FOUR BILLS

SIGNIFICANT INPUT ASSUMPTIONS .

1) Rehabilitation provisions will add 5% to medical costs included in the
data base (1420, 1425, 1882), '
2) One-year incurral period will reduce medical costs by 5% (1) Whllé
a four-year period will save 1% (1420).

3) Liberal injury definition and charges for providing claim information

bl .

will each add 2% to medical costs (1420), S

4) M edical costs beyond $10, 000 per claim will add 6%’t0 rrziedical c_psts
limited to $10, 000 per claim (1425). ‘

5) M edical and wage loss costs will be ‘reduced 5% each by offsets for
workmen's compensation (1420, 1425, 1882),

6) Government program offsets will reduce 'medlcal_costs by 2% under
LD 1420 and LD 1425, and by 5% under LD 1882,

7) Income tax offset provisions will reduce gross wage loss cosis by
15% (1420, 1425, 1882),

8) Wage loss costs beyond $10, 000 per claim will add 10% to wage loss
costs limited to $10, 000 per claim (1425).

9) 25% coinsurance will not reduce service benefit costs due to the $50
weekly benefit maximum (1882),

-10) Survivor beneflils are based on population mortality, are discounted

at 5% interest, and continue until the decedent would have reached
age 65 (1425),

11) Subrogation by the no-faull carrier will not reduce survivor bene-

fits received from the liability carrier (all),
-16-
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12)  Average Liabilily Yo will be $5, 000 greater than the financial
responsibility mioioonn (1),

13)  Persons with noncerions injuries yet eligible to (ake (ort action \\'.H]
do so TH of the thme under LD 1, 80% under 1,0 1882, 9ho un(‘:ci‘
LD 1420, and 1007, onder 1.1 1425, -

14)  Persons with ponscrious injnries and incligible to lake tort action
will nonetheless do so 5% of the time (1420), »

15)  Ixclusion of diagnostlic x-rays and rchabililation expenses over $100
capses a $500 threshold to be an ellective $550 threshold (1420).

16) Tconomic loss lawsuils are permitted for wage loss bgy(;md $200
weekly in cagse of serious injury only (1425), T \

17)  Purchase of medical payments will be reduced one-half with 21. ﬂ
$2, 000 maximum (1420), four-fifths. with a $10, 000 maximum (1,
1882), and will be eliminated wilh an unlimited medical bcnefit
(1425).

18)  Loss adjuslment expenses will change from 19% uﬁder the current
system to 25% for general damages residual liabjlity claims, 10%
for death claims, and 13% for no-fault benefits with full subrogalion
(1), 12% with partial subrogation (1420) and 11% with no subrogation
(1425, 1882).

19)  Compulsory insurance fealures will cause once-fourth of those now
uninsurcd lo purchase insurance under LI 1882, and onc-halfl to do
so under the other bills,

20) The personal injury premium averages 40% ol the fotal automobile
insurance premiun, |

9/29/73 | ' -17-
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EXHIBIT E

MAINE - LD 1420 AND Ll 1882

ALTERNATIVE COST STUDY I’ROVISIONS

Maximum Thresh-- Adjust- Revised Revised
Bill Benefit __old ment (Injury) (Total)
1420 $ 2,000 0 +17% L +2% +1%
1420 10, 000 0 +27% +12% +5%
1420 10, 000 500 +8% _,7’9/'0-'» ~3%
1420 2,000 1, 000 -49, -19% 8%
1420 10,000 1, 000 +5% -10% -4%
1882 2, 000 0 ~7% +2% +1%
1882 5, 000 0 -3% +6% +2%

Note: Adjustments shown are to the Iixhibit A changes for average
insured vehicle in personal injury premiums payable. 'The revised
Exhibit A changes for cach alternative are also shown as applied to
the personal injury premium and to the total automobile insurance

premium.
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EXHIBIT F

MATINI, COST ESTIMATE STUDY

QUALIFICATIONS OIF CONSULTING A CTUARILS

Milliman & Robertson, Inc. is an independent consulting actuarial firm
with headquarters in Seattle and offices in fifteen other cities throughout
the United States and Canada. Ownership of the firm, which began oper-

ations in 1947, is entirely in the hands of actuaries in its employ.

The professional staff of the firm includes five members of the Casualty

Actuarial Society, Contributions to this study were as follows;

1) Fpederick W. Kilbourne, FCAS - primary
responsibility for the study.

2) Janet S. Graves, ACAS - secondary respon-
sibility and operation of computer model,

3) James R. Berquist, FCAS - peer review of

study conclusions and final report.

-19-

cit e MALLIMAN & ROBERTESON, INC. —————-CDNSULTING ACTUARIES



EXHIBIT G

MAINE COST ESTIMATE STUDY

NAIC NO-FAULT COST ESTIMATING PROJECT

The costing method used in our study has at its foundation the computerized
modecl developed by us [or the National Association of Insurance Commj,é-
sioners with funds provided by the federal Department of Transportation and
the Ford I'oundation. The sole purpose of this model is to facilitate eval-
uation of the cost implications of proposed changes in an automobile insur-

ance system, generally [rom a tort basis to a no-fault bagis.

The model operates by postulating a distribution of persons injured in auto-
mobile accidents; The cost of these injuries is then evaluated under each of
the insurance systems (tort and no-fault), and total costs are then compared.
The distribution of injuries recognizes such factors as vechicle type, | severity
of injury and the number of vehicles involved. The cost of each injury re-
cognizes the amounts being paid under the current tort system, and first-
party benclit provisions in the proposed no-fault legislation, and any resi-
dual tort rights under no-fault. The model also takes into account such
factors as the eligibility for first-party benefits of various vehicle types,

the percentage of vehicles insdred, the provisions of the assigned claims
plan, the number of injuries in the state involving out-of-state vehicles,

and the num ber of injuries occurring outside the state.

In addition to bodily injury liability coverage, the model also recognizes
the prescnce of uninsured motorist and medical payments coverages under

the current system, and makes assumptions about the extent to which they

-20-
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will be continued under the proposed system., Changes in loss adjustment

expense levels are also taken into account.

This description covers the logic of the model; it must also have data .to
which the logic is dpplied. ‘The principal data base has been the accident
statistics developed by the stale motor.vehicle departments, and the closed
claim survey conducted in 1969 as part of the Department of Transporfation
study of automobile insurance. This data has been analyzed on both a nation-
wide and a state-by-state basis, and has been specifically tailored to Maine
for the purpose at hand. Other data sources, both insurance and non-in-
surance, have been utilized, as has a fair amount of considered prof.essional

judgment.

This professional judgment is an inescapéble part of any cost evaluation of
no-fault proposals. The model attempts to predict costs under a new and
substantially changed system, and while we belie.ve that we have been as
independent and objective as possible in our judgments, they are judgments
nevertheless. To improve our judgments, we have visited the states of
Massachusctts, Delaware, and Florida, each of which has had a no-fault
law in effect for over one yecar. We have reviewed our model with numerous
other casualty actuaries familiar with no-fault costing, employed by both
insurance companies and insurance departments. But, in the last analysis,

these are our own independent conclusions.,
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EXHIBIT H

M/ NI COST ESTIMATE STUDY

CAVEATS PINRTAINING TO NUMERICAL RESULTS

Although the conclusions prescnted in this report are probably the best esti-
mates available, it must be recognized that they are nonetheless subject to

é rather low degree of certainty, as well as being {/ery suscéptibie to _rﬁisln"
terpretation, We thus feel compelled to specify that those conclusioné not be

used nor released except in conjunction with the following caveats:

1) Premium change indications are generally expressed m terms of the
""'people damage'' portion of the average automobile insurance pre mium
without regard to the more costly "automobile damage' portion. The ex-
pectéd impact on the average total automobile insurance premium is sub-
stantially smaller, as shown in Exhibits A, |

2) Premium change indicatiéns refer to the average automobile insurance
premium, without q1stinction as to type or usage of vehicle. Inclusion of
motorcyclists under the no-fault la\:/, for example, may be expected to in-
crease premiums greatly for this group of m‘otorists.

3) Our sludy did not deal with the expected changeé in rating classifica=~
tions and territorial relativities, which may be substantial, Generally
speaking, urban areas may be expected to éxperiencc results somewhat
more favorable than shown, and rural ér’eas significantly less favorable.

" 4) The cost implications of the input assumptions and supporling data
base to the model should not be overiocked nor underestimated. This is
particularly true where thorc’ is a combination of uncerlainty and cost im-
pact, such as of psychological factors affecting tort action rates and largg
lirst-party losses based on sparsc data of limiled applicability to no-fault
auto insurance, |
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5) Our study deals exclusively with the relativity between the current
and proposed systems, and not with inadequacics nor redundancics in
currenlt premium rates. Mandated premium rate decrease provisions,’

which were not addressed by our study, should be evaluated with this

cw

caveat prominently in mind. - -
6) Attention has been given to the automobile insurance syséem only;
and not to the effects of changes in that syslem on other lines of insur_'énce
or public institutions or personal finances. |

1) 'The findings presented in this report reflect no more thah an attempt
to predict the relative cost implications of passage o'f';_a p&fﬁc%lar biil, and

. ’ kA
not the effects of various other influences on automobile msurance premiums,

4

‘Such influences are many, and include changes in automobile safety features,

enforcement of driver standards, and general economic conditions, to name

a few,
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1 Introduection,

The two bills on no-fault sutomobile imsuranmce scheduled for hearing
before the Committee on Business Legislation on February 20, 1974 are based
on two of the gix bills considered by the committee durimg the regular

session,

L.D, 2475, AR ACT Providing for No-Fault Motor Vehicle Imsuramce,
sponsored by Representative Claude N, Trask, is hased on L.D. 1420, There
have been a few editorial changes, motorecycles have been excluded from
coverage, and the section on limitation of tort lisbility has been re-

drafted to read more clearly.

L.D. 2504, AN ACT Providing for Maine Motor Vehicle Reform, sponsored
by Representative James E. Tierney, is based on L.D. 1882, There have been
some substantive changes to this bill, primarily in the requirements as to
the providers of coverage, discussed im the next section of this analysis,
and a reduction in the level of bemefits, from $10,000 to $5,000, There
have aleo been a number of editorial changes, and motorcycles have been
excluded from coverage in this bill as well as in L.D. 2475, The 80% cost/
benefit ratio requirement and the provisions on additiongl factors im rate-

making that were in L.D. 1802 have been deleted.

IX Providers,
In L.D, 2475, the no-fault benefits are required to be part of every
motor vehicle liability insuraence policy, and therefore cam be sold only by

companies authorized to provide auch coverage.



L.D. 1882, the predecessor to L.D, 2504, had allowed oaly health imsurance
carviers or non-profit hospital and medical service organizations, or combin-
ations thereof, to provide the no-fault benefits package. Uader L.D. 2504,

in 8 2955, such providers have only am option to provide what are called "primaxy
health benefits®, the health coverage for the named insured and his family.

B 2955 (1) states that this coverage may be provided also by motor vehicle
insurance companies, with the provision that it may be sold in cembination

with the health carriers or the non-profit organizations, B8 2955 (3) provides
that the other parts of the benefit package may be provided only by motor ve-

hicle insurance companies, a substantial change from L.D. 1882,

111, Coordination ef Coverage or Primacy,

This issua involvaa which coverage is primary under the bills in pay-
ment of medical expenses and wage loss, whether the loss is paid first
through the no-fault benefits, with other health and accldent and wage loss
coverage paying for any loss @xc@éding these benefits or wh@ther the loss is
paid first through the other coverage, with the no-fault benefits making up

for any differences, up to the limits of coverage,

L.D., 2475, in 8 127, provides that soclal security, workmen's compene
sation, medlcare and medicald are primary over the no-fault benefits, on the
theory that these are programs provided by law and the availability and
level of benefits under these programs cam easily be ascertalmed by the no-

fault provider,

L.D. 2475 has no other provisions on primacy or required coordination



of benefits or required reduction of premiums because of coordimation,

L.D, 2504, in 8§ 2956, has provisions on both required and optional
coordination of coverage, B 2956 (1) states that the requirement of coverage
for primary health benefits may be fulfilled by coverage under existing health
care insurance or confracts and by coverage under various types of statutory
health care programs, Including Medicare, Medicaid, V.A., and armed services
benefits., The Superintendent of Insurance is regquired to certify which

auch programs, policies and comtracts meet the stamdards of coverage.

B8 2956(2) states that providers cannot sell the primary health benefits
coverage to persons who have health coverage under & certified statutory pro-
gram., This is the required coordination of bemefita and prohibits duplicate
coverage for such persons. ‘The coordination of benefits 1s optional, under
2959(2) for such persons who have certified eoverage under existing health
care insurance or contracts, Such persoms can purchase duplicate coverage

for health benefits,

8 2956(3) provides an option for the disability benefits (or wage loss
protection). Persons who are not employed because they are retired or dis-
abled or are students are not required to purchase coverage for leoss of
wagea they do not have, although they have the choice of such coverage if

they want it,

L.D., 2504, in 8 2959(Ll), has a provision similar to 8 127 of L.D, 2475,
that benefits payable to an injured person shall be reduced by the amount of

Social Security, Workmen's Compemsation, ete,, that is paid,



This section would now apply primarily to persoms other than the
named insured and his family, such as pedestriams or passengers who are

eligible for coverage,

v Limitations of Tort Liability

L.D. 2475 edopts the threshold approach to limiting tort liasbility.
As wmost frequently defined, this means eliminating litigation for non-
econamlec loss or general damages (l.e., paln and suffering, inconvenlence,
and mental anguish) in all cases of imjury im which there le less thanm a
stated value of medical expenses imcurred or imn cases of nom=-serious in-

jury, as defined.

Under 8 128 of L.D, 2475, tort actiom may be brought only:when medical
expenses from an auto accident are $500 or more (and when total losses are
more thaa $2,000, the maximum benefits paid under the bill), or omly when
the injured party has died or suffered permanent dissbilicy, disfigurement

or loss of a significant body member or functien,

L.D. 2504 does not employ such a threshold, but does have provisions
vhich are intended to result im a decrease in the number of tort actions
filed, It is expected that the prowpt payment of medical expenses and wage.
losses on a first party basie will have thies affect, since injured persons
who receive these are not expected to be as rveady to initiaste actions for

non-economic loss.

8 2962 provides a limitation on attorney’'s fees. This section allows

attorney’'s contingent fees to be paid only on that portiom of the tort recovery



in excess of the amount of no-fault benefits furnished aad does not allow
any adjustment of the fee as to the remainder of & recovery to compensate
for this, For example, 1f an injured party received no-fault benefits of
$5,000 and then $10,000 in a tort action, his attormney could rvecover a

contingent fee only on the ewxcess over the $5,000 snd net on the full re-

covery, 48 the present law would allew.

8 2963 of the bill also changes the present tort system by providing
thet evidence of no-fault benefits received must be presented to the court,
This reverses the present system under which such evidence cannot be presentad.
8 2963 also provides that any recovery shall be reduced by the amount of
no=fault benefits furnished., If these changes reduce average recoveries,

this should reduce the number of tert sctiomg filed,

v Subrogation or Reimbursement

Under 8 129 of L.D, 2475, the imsurer has a right of reimbursement out
of any tort damages recovered by the injured person who is eligible teo brimg
tort actlion because his damages exceed the threshold, but no right of sub=~
rogation to bring action in the name of the imsured to recover the bemefits

paid to the insured,

In L.D, 2504, B 2964 states that subrogatiom and reimbursement rights are

completely prohibited.

Vi Insurance Reguirements,

L.D, 2675, in 8 122 and 8 123, makes motor vehicle liebility insurance,

including the no-fault coverage, mandatory, and provides that failure te



maintain this coverage is a misdemeanor, with penalties of a fine of $500,
imprisonment for not more than 6 months, or beth and suspension of the

right to operate for a period of up to one year,

L.D., 2504, in B8 2954 and B8 2968, makes only the no-fault coverage
mandatory, although 8 2966 and 8 2969 provide that no liability policy cam
be issued without the no-fault coverage ox without checking that the in-
sured has such coverage. B 2968 provides a pensalty of a fine of up to $100
for operating without the required security, and for & suspension of the
right te operate for up to 3 months or until proof of the required coverage

ig filed, There is no provision for lmprisonment.

Vil Coverage,

L.D, 2475, in B 123, provides for a minimum amount of total coverage of
$2,000 to each person eligible and without limit as to the totsl number of
recipients. It allows the coverage to be sold in multiples of $2,000 up

to 2 limit of $10,000.

L.D, 2504, in 8 2957, has a miniwum emount of $5,000 with similar pro-

visions as to the recipients and without limit as to sale of hfﬁh@r COVErage.

A, Medical, hospital and funeral expensag

L.D, 2475, in 8 121(4}{A) provides for reasonable hospital and medical
expenses, with a limitation to semi-private accommodations unless wedically
indicated otherwise, and funeral expenses to a limit of $1,000, sll sub-

ject to limits of the total coverage.



L.D, 2504 has two different provisions on these expenses, 8 2957(1) on
primary health benefits, for the insured and his family, which may be
provided by any of the three types of providers, and 8 2957(3) on "sup-
plemental health benefits", for other eligible persons such as pedestrians
or passengers, which may be provided only by motor vehicle insurance pro-
videras. The reason for the distinction 18 that, ae previously noted,
coverage for primary health benefits may be fulfilled by coverage under
an existing health care comtract or statutory program which would apply
only to the insured and his family. Because of this limitation, coverage
for other persoms may be provided separately., The benefits furnished under
either provision are similar to these ia L.D. 2475, except for the benefit
level of $5,000. Dental care is ineluded in the supplemental health bemefits,
but not the primary, since the contracts and policies and statutory pro-
grams which can fulfill the primary bemefits do not ordinmarily include dental

care, There is no provision for fumeral benefits.

B. Loss of wages

B 121(4)(c) of L.D, 2475 covers 807 of lost wages, with a deduction for
substitute work the injured person performs or could perform and with a proe
vigion for income tax savings in 8 127(2). The only other limit is that on

total coverage

L.D. 2504, in 8 2957(2)(B), provides coverage for 75% of wage loss,
not to exceed $150 per week and only for 26 weeks (at which time Social Sec-

urity coverage would begin in cases of total disability).



C, Expense for Necessary services,

L.D. 2475, in 8 121(4)(c), covers 807 of the cost of reasonable extra
expenses for personal services which would have been performed by the in-
jured person for himself or his family if the accident had not occurred,

This 1is gubject to the limits of total coverage.

L.D., 2504, imn 8 2957(2)(B) covers 75% of such cost, not to exceed $50

per week and only for 26 weeks.,

D. Survivor's Loss,

L.D. 2475, in 8 121(4)(B) covers loss of economic value that the next
of kin would have received from the decedent, including services, subject to

the limits of total coverage.

L.D. 2504, in B8 2957(2)(B), provides $5,000 in survivor bemefits, less
any amount already paid to the deceased as other benefits for the same ac=

cident,

Vi1 Other Features of the Bills,

Both bills have substantially similar provisions for prompt sund cerviain
payment of benefite., These are to be paid seml-monthly as loss im imcurred,
and there is provision for payment of attorney's fees if action is necessary
a8 a regult of late payment., L.D. 2475 provides for 127 annual Iinterest on

late payments and L.D. 2504 for 26%.

L.D. 2475 has provisions for an assigned claims plan and for medical



examination of injured persons whieh are mot in ¥..D, 2504,

L.D. 2504 has a new provision, 8 2970, regarding possible premium
reductions a8 a result of the energy crisis. The Superintendent of In-
surance is required to hold hearings to determine I{f reductions are nec-

essary. If so, they are to be retroactive to Hovember 28, 1973.



