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Report of the Committee on Business Legislation 

on Study of No-Fault Automobile Insurance 

Six billa to establish "no-fault 10 automobile insun:mce were introduced 

at the Regular Session of the 106th Legislature. Although all of the bills 

provided in some way for payment of benefits for medical expenses, lost 

wage8 and other expenses to the injured person by his own insurance pro­

vider on a first party basis 9 without regard to fault. the bills differed 

considerably in the changes proposed in the legal sy~tem, 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 coordinated with 

the coverage. 

L.D. 1, sponsored by Representative Rodney Ross. w~s based substantially 

on the present Delaware law. It provided a maximum benefit level of $10,000 

per person, did not limit tort liability, and had no restrictions as to 

the type of provider or as to coordination of benefits. 

L.D. 1420, sponsored by Representative Claude N. Trask. was drafted by 

the insurance study commission establhhed by the 105th Leghlature. It 

provided a maximum benefit level of $2.000 per persona 1~e bill followed 

the "threshold" approach to limitation of tort liabHity. Suits in 

automobile accident cases would not be allowed unless the injured person 

had hospital or medical expenseg of $500 or more or· unless he hsd a 

specified type of permanent or il:l.gnificant 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 I'IH~dicaid 

benefits. 
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L.D. 1425, sponsored by Senator Richard N. • would have enacted 

the Un:!.form Motor Vehicle Acci.d~mt ions Act (~WARA) drafted by 

on wage benefits. It entabli 

liability of any of th<::' biB w The two mo@t ~ ficant of the~e were that 

tort actions may be brought (1) for for 

$200 limit if death or total d:li'i!abiUty for more occurred and 

(2) 

manent injury or dh figurement or total dillHibility for morl!!! than 6 months 

occurred. The no-fault coverage wa~ pr 

table benefits aa L.D. 1420. 

primary in the same way ae in L.D. 1420. 

L.D. 1882. sponsored by Representative James E. Tierney~ did not limit 

portion of the recovery in exces~ of the ~mount of benefits furnished. The 

maximum benefit level wll.lll $10~000. The cover€1lge could be provided only by 

hat ions. and not by motor vehicle in.!jurerf.l. 'fh@ bill provided for sub= 

atantially the same subtractable benefit§ and also stated that providers 

may subtract benefit~ payable under any other g~neral health or accident 

plan or wage protection. 
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L.D. 1879, aponaored hy Senator Peter S. lelley. wan substantl•lly similar 

to L.D. 1882. except that it provided for a state commission. appointed by 

the Governor, to negotiate with one of the $&me type of providers allowed 

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

The Committee on BwsinetHl l,eghlation held public hearingf'l on theBe hi lh 

or opponents of the billa and a number of statementa were presented. Rep~ 

resentatives of both the insurance indu~try and the legal profe~~ion were 

the majority of the witnesses. The Insurance Department presented actu~ 

arhl evidence mu the coat effect of some of the bills. Th:1.8 atudy was 

time contractual basis because the department could not afford a full~time 

actuary of its own. 

The committee made the determination that it should not endorse any 

no=fault plan without more information about its effect~ on overall auto@ 

mobile insurance costs and that a detailed actuarial study was therefore 

contact was made with the firm of Milliman and RobertBon, Inc.p of Lo~ 

Angeles 9 \.,hich h0.d experience in the 1nea and which wafl1 conducting si>illi br 

the U.S. Senate Commerce Committee. Arrangeaents for the study would not 

be completed in time for it to be finiBhed before the adjournment of the 

Regular SesaionG The Legislature therefore authori~ed the committee to 

complete thia project and to etudy the need for no~fault insurance. A 
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copy of the Btudy order iR att~ched to this report as Appendix Aa 

After ad_1ournment, the committee reached agreement with Milliman and 

Robertson; Inc. • on the scope of the actuarial atudyo The coun:H:tee re-

quested a study of four of the bills, L.D.'s 1, 1420 9 1425 and 1882, with 

coneideratlon of vsrhtionN to each bill in the level of the threshold and 

of the no-fault benefits. It waa felt that L.D. 1879 was so similar to 

L.D. 1882 in almost all of its provisions that a separate analysis of 

that bill would be an unnece~sary cost and an analysis of L.D. 1420 with 

variations of the threshold level would apply to L.D. 1770 as well, since 

the two bills were very similar except for the threshold leveL 

The agreement with Milliman and Robertson. Inc. • on the terao of the 

project wao completed early in Auguotp 1973. A copy of the committee 

chairman's letter of confirm4tion of Auguot 3 9 1973 is attached to the 

report as Append!~ B. 

After further information about the bilh was supplied to the actu-

arial firm by the Legislative Assistant aosigned to the committee. the 

study was completed .'lnd del.Lvered early in October. A copy of the Btudy 

is attached as Appendix C. 

The effect of the a:l.x billa on premiuma as shown by the study. ie eum~ 

m4r:i.zed as follows: 
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* Change in Peroonal 
Bill Injury Premium ** Change in Total 

Sponsor Number Portion Only Insurance Premium 

Rep. 
Rep. 
Sen. 
Sen. 
Sen. 
Rep. 

"'""""·---·------
Rodney Ross L.D. 1 8% 3% 
Ch.ude Trask 1420 -15'%. -61. 
Richard Berry 1425 30% 12'%. 
Guy Marcotte 1771) 2% li. 
Peter Kelley 1879 9'%. 4% 
James Tierney 1862 * ~6'7. ~2l 

or 9'%. 4'7. 

* Bodily injury liability, fi rat party medical payments, and uninsured 
motorist coverage. 

** Above plus property damage liLJibility and phyoical damage coveragee. 

*** 

*** Based on universal acceptance and effectiveness of the nonduplication 
provisions of the bill. 

Titese results muot be interpreted with the caveats on their use stated 

in the attached actuArial study. 

Since the study did demonstrate that only two of the dx bilh~ L.D. 1 B 

1420 and 1882, effected a decrease in insurance coats. the committee de~ 

cided to work primarily with those two bill~. 

Over the next few months, the committee met o~~eral times and dis-

cussed the possibility of reconciling the two bills to produce one bill on 

which most persons could agree. However, the sponsorB of these bills. both 

of whom were membere of the committee. were not able to reconcile their viewa 

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 discus3ion, both bills were reintroduced 

at the Special Session of the 106th Leghlature. L.D. 1420, which was 
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supported by a majority of the committeo:!, was presented lHI L.D. 2475, with 

some editor i.e. I chaugea &nd ~,o.d th the de let ion of motorcycles from coverage. 

L.D. 1882 becHme L.D. 21+05 w<ith some Bignificant changes, particularly with 

regard to the providere of coverage. which the ~ponsor hllld dhc>:ssed w:U:h the 

committee. Instead of restricting the sale of the coverage only to medical 

ln9urance currie~a and tn non-profit medical service organizations, the 

new version of the bill allowed these providers to write only the health 

coverage for the named insured and hie family and allowed motor vehicle 

insurer& 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 only by motor vehicle insurers, a basic 

change from L.D. 1882. A detailed analysis of the two bills 9 prepared by 

the committee's Legislative Assiatant. is attached to this report asAp~ 

pendix D. 

The committee held a public hearing on the two L.D's during the Special 

Seas ion and reported out both of them with a majority in favor of L. D. 2l~ 75 

and a minority for L.D. 2504. When the bills reached the floor of the House 

of Representatives. there HIHJ extensive debate. The House eventually sup-

ported L.D. 2504 and rejected 2475. In the Senate. after further detailed 

debate, both bills 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. 



APPENDIX A 

OF 

In Senate ..... ,.,1unc .... J..Z .. ~ ..... l9..7.J ................................... . 

\vllEHE7\S, the Ll'cJ isla tu rc is considering six proposals rc 1« t ing 

to No-fault l\utomoJJ:iJc lncurance; and 

WHEREAS, an oct\li)ri 0l financi<ll review of the impact of such 

proposals on prcmin1n~' cannut be complebc-·c1. until July of 1973; and 

WHEHEAS, evaluation of such information will be necessary at 

that time before any further determination can be made; now, therefore, 

be it 

pRDERED, the Ilousc concurring, that the Legislative Research 

Committee i~~ aut-11ori:,:,c~c1 <11ld c1.i.rcctcc1 to f;tudy the subject matter and 

actuarial information to be ro.ceived concerning Legislative Documents 

Nwnbers 1, 1120, 1~2S, 1710, JBH2 and 1A79, to determine to what 

extent, if any, ~;uclJ j~; ncc·dC>d anc1 in tlw bcf>t interests of the Stutc~; 

and be it further 

OJWEmm, that LliC' J.~()tur Vehicle Divi.s.ion of the Office of Secrct<H'/ 

of State and Insurance Dc~p<n Lmc~n L be $irected to provide the comrni ttec 

with such t.ccllnica1 <tC!vicc nnd o.ssistance as the committee feels 

.necess<.u:y or oppro]'riotc i~o carry out the purpo~">es of this Order; and 

be it f1..1rlll<' r 

Special E;ef_;~::i.on of t.hc .lOGtll Legislature :in 1971; anc1 be it furthor 



ORDEru~D, that upon passage, a copy of this Order be transmitted 

for-Lhw:i. th to sa icl a(wnc .i C'[; c-1 s notice of the pendi nq s t uc1y. 

8
;~ / tf I/\.~. I 

' J '~.'' J ' • 
. '. t1:i--t I t .... • .. .< I 

I ~ 'I t • lo 

(Cox) 
N.i\MF:: 

COU:·JTY : P(.·nc;l.•~;cot 

•))' :! ., C) ·!' ~ '>'l 
. •' I• ·~ .J '".Jt~J 

L( ri1~1"~; ... , n"-.'~ h T . , 
·Y··· ....... ___ t •• c..u.-~fi.:..) ...... -::rc at·.) 

r "-' \l;/ ;.,ll 1\::,,rii/!' /')(,~c~~bn 
") .v.>.·ol.i 
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COMMITTEE ON BUSINESS LEGISLATION 

August 3, 1973 

Hr. 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 tn a telephone 
conversation on August 1 Hith members of my Connnittee, and wi.th 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. 1 

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

1. L.D. If 1 $2,500 

2. L.D. #1420 $2,750 ($2,000 plus five separate cast-

3. L.D. 

4. L.D. 

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 arid $1,000. 
First party benefit level of $10,000. 

#1332 $2,000 plus 
L.D. 111882 has a benefit level of $10,000. 
The option desired is: First party benefit level of $2,000. 

i/:1 Lf25 (UNVARA)-$1,500 

Copj_es of L.D. 1, 1Lf20 and 1832 were forwarded \vith my letter of Hay 25, 
1973. L.D. 1425 is an additional bill and a copy is enclosed. 



J.H .• llerqui_st 

P~:~c 2 
August 3 

In accorJance \vith the discussion on August 1, n.cpn'.;cnlat:ive James 
E. Tienwy, :;pon!>or o( f..D. 1382, ,.,ill fan-lard to you a copy o£ th~t 

bill with deletions indicated for those sections which are not to be 
considered in the costing. You did indicate on the telephone that 
you \-lould need additional infonnation 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 $10,000, which is the amount of the 
Lq~islative appropriation for this study. It is my understanding 
that this project '"ill take eight (8) weeks from the time you re­
ceive this authorization, 

I am designating Mr. Thomas P. Datvning, Jr., Legislative Staff Assis­
tant to the Busine:-;s Legislation Committee, as the person to be con­
tacted for assistance and interpretations relative to this project. 
His address is Room 427, State House, Augusta, Maine 04330, and his 
telephone number is 207-289-2486. Hr. Datming is in the process of 
completing a summary of the testimony on these No-Fault proposals 
'··Thi.ch HLll 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 Horkmen's Compensation or Medicare. 

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

111ank you for undertaking this project on our behalf. 

Very truly yours& 

Honorable John Cox 
Senator 
Chairman of the Busl.ness Legislation 
Conunit tee 
l06th Maine Legislature 
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CO~T J·:STIMATE STUDY 01' 

A UTOlVlOBILE INSUHANCE BILLS 

This report has been prepared as part of the cost estimate study autho;ized 

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 lnsur:1nce bills: 

1) Legislative Document No. 1 

2) Legislative Document No. 1420 

3) Legislative Document No. 1425 

4) Le gisla ti ve Document No. 1882 

The study has 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 lhe very irnpol'lant caveats in Exhibit H. For example, the 

study finding regarding LD 1 is that the personal injury portion (i.e. bodily 

injury li<1bility, first-p<lrty medical payments, and uninsured motorist 

coverage) of the average automobile insurance premium would increase 8%, 

which is npproximately equivalent to a 3% increase in the total premium 

(i.e. the forc~going plus propcdy damage liabilily and physical damage 

coverages). 

Exhibits A arc based on a hypothetical 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 tllo!'ollg!JJy explored ill the course of the study, howcvec, fot· it ha~; no 

bearing on the proportioned conclusions at the bottom of each exhibit, and 

it is these fH~rcentZ~ges U1at the study was designed to develop. 

Exhibit /\-1 indicates that en<1ctment of LD 1 would increase tot<ll inslLJ;ed 

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

expenses would retain the same proportional relationship to losses, the 

total personal injury automobile premium pool would alsoincrease 20%. 

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

the proportion of motorists having insurance to increase from; 84o/o to 93o/o. 
"" • r.! 

.· 
Thus, the total premium pool would be spread over a larger b?se, and the 

personal injury premium increase would average only 8%~ A similar anal-

ysis pertains in the case of the other bills. 

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

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

the two columns of Exhibit 13 for each bill equal the amounts in the last 

column of Exhibit.!\ for that hill. 

Exhibits C show the major cost-significant provisions of the bills as sub-

mitted for evaluation. Alternative provisions and their cost implications 

are cl is c u ~; s e cl c l s c w he rc. 

LD 1 is a non-threshold bill that limits tort actions exclusively by precluding 

no-fault benefits as evidence:. l<'irst-party benefits <He limited to $10,000, 

with few inside limit~; by r.over~t;~e and no offfj('ts, but with no survivor 

--- .. 
benefits. There is a 12-rnonth duration limit concerning no-f~mlt benefits 

but since losses need tnc>rcly be determinable during that period, and not 

necessarily accrued, it has been assumed that this limit has no appreciable 
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cost impact on wage lo~;E; hPncfils. Property damage liability and physical 

dzmwgc coveragcf.J are pt·~Jvided in the bill, but Lhe cost implicatio-ns thereof, 

which arc nol believed to be major, have not bec11 ::ldclrcssecl by the study. 

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

LD 1420 is a $500 threshold bill that limits no-fault benefits to a maximum 

of $2, 000 and to an accrual period of four years. The 20o/o coinsurance 

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

income lax offs(~L. Subrog;1ti(\n is permitted only when a lorl c.laim is pur­

sued, which is assumed lo be 25% of the time. The thresbo~d ppplles to 

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

gregate exemption of. $2, 000 in addition to the medical cost qu~lifying point 

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

insurance. 

LD 1425 is a high-threshold bill that places no aggregat.e 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 

deducti!Jle applied to general damage awards, although it is assumed that 

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

and survivor benefits arc limited to $200 per week. Coverage is compul·-

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

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

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

fits arc limllecl to $3, 900 and service benefits to $1, 300. The death benefit 

is automatic 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 recovet·ics r~nd interest earnings, and as well to generate a 
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minirnrm1 80% lo~;s rali~J, but these future requirements· were not considered 

in the sludy. No-fault coverage is compulsory, but liability cover~ge is 

optiono.l under the bill. 

Molot·cycles at·e cxcluclccl from compulsory coverage under LD 1882, but .. 
are included under the olller three bills~ No-fault coverage is substantially 

more expensive 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· wohld have an 
.,. .· ... 

adverse effect that could be significant. 

With the exception of LD 1, benefits are overdue lf 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, 1-1/2o/o in LD 1425, and 2% in 

LD 1882. 

The study is addressed only to the compulsory 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. 

·Exhibit 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 careful reader may undersland the extent (which is moderate) to which 

actuarial judgment combines with relevant statistics to form the input to 

the model. For exo.mple, it is our judgment that permissible charges for 

-4-
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providing clain' informaLion under LD 1420 will add 2% lo medical costs in 

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

limil provision of LD 1 will rerlure medical cost;: by 5%. To lhc extent that 

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

will be affected accordingly. ' . 

One of the more important sets of assumptions and statistics is that sup-

porting the calculation of survivor benefit costs under LD 142 5. 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 well as no-

fault survivor benefits. Statistics show the average surviva"r (o be a female 

age 40, and it is assumed that the decedent, or the survivor in the case of 

service benefits, is a mole 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 bite 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 1125. 

Exhibit E deals with the alternative provisions specified in the costing in-

structions. For example, removing the dollar threshold under LD 1420 

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

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

pected to be a 15o/o rcduclion, as shown in Exhibit A-2, the corresponding 

impCJ.ct of the revised bill (with the alternative provision) may be taken to be 

a 2 o/o incrcose in the personal injury premium and a 1 o/o inc reose in the tala l 

auto premium. 
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A potentially significanL provtswn in LD 1882 is that which provides that the 

no-faull carrier must offer insurance under which group health and related 

benefits would be prirnaJ'.Y covcrL~ge, the goal bL;ing lo avoid duplicate pay-

rncnts. Since lhir-; offset package is optional, our basic cosling of LD 18132 

assumes that lbe provitlion will not be effective. We have also costecl'the 

bill on the assumption thal the provision would be fully effective in all _ 

poli~ies, however, and lhe study shows a relative personal injury premium 

saving of 15o/o. Accordingly, on this assumption, the revised Exhibit A-4 

change would be a Go/o reduction in the average personal injury :premium, 

and correspondingly a 2% reduction in the average total premium. Under-. . ~ . 

lying assumptions arc that 80o/o of the population is covered by ·basic group 

health insurance that covers half of all medical costs and that 40o/o have as 

well group major medical insurance that covers 80% of the .other half. It 

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

coverage that is fully as effective as the wage loss provision in LD 1882. 

It has been 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 been endorsed in the course of the study. The result, of 

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

carrier. To the ex ten l tlla t the assumption' can be demonstrated to be in 

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

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

payable by the average insured motorist will be reduced in direct proportion. 

A similar result will apply if lhe average commission level is reduced, 

provided there is no offi.;clting increase in other costs of administration. 

As stated above, this study assumes that loss adjustment expenses will 
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change under a no-fauit system but will not vary by type of carrier, and 

that otltcr expenses wiJl not change proportionally and also \Vill not vary 

by tyiJc of carrier. 

Exhibit F present::-; llle qualifications of our firm, and of the acluo.ries .in-

valved, to conduct this study. 

Exhibit G briefly describes the computer model that is an important t.ool 

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

that model and system. 

Exhibit II presents a number of caveats pertaining to the 'study~·results and 

their use, and should be read carefully by anyone having occasion to repre-

sent or describe those results to others. 

We apprccia le the opportunity to have been of service to lhe Commit tee, 

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

conclusions. 

MILLIMAN & ROBEHTSON, INC. 

Frederick W. Kilbourne 
Consulting Actuary 
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EXHIBIT A-1 

MAINE - LEGISLATIVE DOCUMENT NO. 1 

COMPARISON OF 'PHESENT AND PROPOSED SYSTEMS 

PRESENT SYSTEM PHDPOSED SYSTEM 

Benefit Injuries Average Amount Injuries Average AmCJunt 

Medical Expenses 49,665 318 17,303 86, 179 333 28,656 

Wage J ,oss 18, 858 611 11,522 35,033 709 24,853 

Services Loss 5, 282 361 1, 927 18, 710 358 6.705 

Death Costs 758 12, 686 9,616 1» 533 9p 740 14.931 
j 

} 

General Damages 47. 038 1, 041 48,946 38~41~ -~ i, f36 43,659 

"' 
Total Costs of Above 89, 314 118,804 

Medical Payments by Option 9. 343 1. F/1 0 

Loss Adjustment Expense·s 18.745 20,458 

Total System Costs 117,402 140,972 

Change in Total System Costs +2 Oo/o 

Overall Insured Ratios 84% 93% 

Change for Average Insured V chicle +8o/o>!< 

Change Related to Total Automobile Insurance Premium +3o/oi.' 

Notes: 

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

2) Averages arc 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 reference to the caveats in Exhibit H attached. 
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T•:XTJ.l BIT A-2 

!Vfi\JNE - LLX:tSLATIVE DOCUMENT NO. 1420 

PHESJ..:NT SYSTEM PROPOSED SYSTEM 

Benefit Injuries Average 

Medical Expenses 49,665 318 

Wage Loss 18,858 611 

Services Loss 5,292 361 

Death Costs 758 12,686 

General Damages 47,038 1, 011 

Total Costs of Above 

Medical Payments by Option 

Loss Adjustment Expenses 

Total System Costs 

Change in Total System Costs 

Overall Insured Ratios 

Change for Average Insured Vehicle 
I 

Amount 

17,303 

11,522 

1, 927 

9 .. 616 

48,946 

89,314 

9, 343 

18,745 

117,402 

84o/o 

Change Related. to Total Auto Insurance Premium 
" 

Notes: 

Injuries 

83,669 

34,635 

19,466 

1,589 

Average Amount 

330 27,622 

433 15, 004 

319 6.211 

8, 247 13, 104 

2, 559 28, 870 

90,814 

4.240 

1 897 

- 6o/o 

93o/o 

-15o/o>:< 

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 nwnbers in this report should be used 

or released without reference to the caveats in Exhibit II attached. 
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EXHIBIT A-3 

MAINE- LEGISLATIVE DOCUMENT NO. 1425 

COM PAHISON OF PHESENT AND PROPOSED SYSTEMS 

PHl'~S J·:NT SYSTEM P HO POS I~ D S Y ST I:>!yl 

Benefit Injuries Average Amount Injuries Average Amount 
-

Medical Expenses 49,665 318 17.303 82, 656 397 32,798 

VVage 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,,644 76 J 906 

General Damages 4 7, 038 1, 041 48.946 7. 300. 2, ,P76 15,157 

Total Costs of Above 89,314 150,890 

' Medical Payments by Option 9, 343 

Loss Adjustment Expenses 18, 745 17' 950 

Total System Costs 117,402 168, 840 

Change in Total System Costs +44% 

Overall Insured Ratios 84o/o 93o/o 

Change for Average Insured Vehicle 

Change Related to Total Automobile Insurance Premium + 12o/o >!< 

Notes: 

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

2) Averages arc dollar amounts per injury. 

3) Amounts arc in thousands of dollars. 

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

or released without reference to lhe caveats in Exhibit li attached. 
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EXHIBIT A-4 

MAINE - LEGISLATIVE DOCUMENT NO. 1882 

COMPAru~;oN OF PHJI~SENT AND PROPOSED SYSTF.MS 

PHESENT SYST'El\1 PH.OPOSED SYSTEM 
' . 

Benefit Injuries Average Amount Injuries Average Amount 

Medical Expenses 49. 665 348 17,303 75,946 366 27.777. 

Wage Loss 18. 858 611 11, 522 32,270 439 .14. 156 

Service Loss 5,292 364 1. 927 18,215 257 4,676 

Death Costs 7 58 12. 686 9. 616 1. 490 16, .oo 1 23. 841 
} 

General Damages 47. 038 1. 041 48,946 
~ 

- .. 1 .. ~102 39. 542. 43.560 
'! 

Total Costs of Above 89,311 114 ... 010 

Medical Payments by Option 9.343 1. 787 

Loss Adjustment Expenses 18.745 18,598 

Total System Costs 117,402 134, 395 

Change in Total System Costs +14% 

Overall Insured Ratios 84o/o . 88o/o 

Change for Average Insured Vehicle +9o/o* 

Change Related to Total Auto Insurance Premium +4o/o :i< 

Notes: 

1) I!J.juries shown are numbers of injuries based on a radix of 100, 000. 

2) Averages arc dollar amounts per injury. 

3) Amounts are in thousands of cloJh.trs. 

>~4) Neither these numbers nor the other numbers in this report should be used 

or released without reference to the caveats in Exhibit H attached. 
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EXHIBIT B-1 

M l\ J N J•; - LD 1 A N D L D l ·1 ~ 0 

N0-1•'/\ULT J\NU HESJI)IJ/\L LJ/\BILITY COSTS IN Pl\Ol'OSJ·;J) SYS'I'I•:l\JlS .. 

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 1,254 

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

General Damages 43,659 28,870 

Totals Above 60, 340 58,464 39. 790 51.024 

Medical Payments 1, 710 4, 240 

I ,oss Expenses 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 

JVIAINE- LD 1425 AND LD 1Bl32 

NO- FJ\ U LT J\ ND HESJUU/\ L LT/\ BI LITY COSTS lN P l\OPOSED S YSTEJVIS 

L. D. 1425 L. D. 1882 

Benefit No-Fault Liability No-Fault Liability ----- . 
Medical Expenses 32.238 560 26.710-' 

. ) 
1. 067 -

Wage Loss 19.., 148 903 9» 771 "! 
4~ 385 .. 

Services Loss 5. 755 223 2.640 2 .. 036 

Death Costs 70,201 6,705 14. 000 9. 841 

General Damages 15, 157 4 560 

Totals Above 127,342 23, 548 53. 121 60,889 

Medical Payments 1, 787 

Loss Expenses 13, :w~ 4,644 5, 900 12»698 --- ----
Total Costs 140, 648 28, 192 60. 808 73.587 

Note: Entries are in thousands of dollars 

9/29/73 -13-

---·· -··------- · MILL I t.1 AN & R 0 f] r-: R T [:; C1 N, IN C. ----------C 0 t~ S U LT IN G ACT lJ ARIES-----...... _ .. ___ _ 



PHOVISfON 

No--fault benefit maximum 

Specific medical cost limit 

vVage loss limits: 
aggregate 
per week 
duration 
proportion 

Service loss limit 

Funeral benefit 

Survivor benefit 

Threshold: 
economic loss 
general dame1ges 

Financial responsibility 

EXHIBIT C-1 

M J\JNE - LD 1 AND LD 1120 

SIGNIFICANT BILL PROVISIONS 

L.D. #1 

$10,000 

None 

None 
None 
None 
100% 

None 

$2.000 

None 

None 
None 

$25.000 

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

9/29/73 -14-

L.D. f/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 

Mi\lNJ~ - LD 1425 AND LD 1882 

SIGNIFICi\NT BILL PROVISIONS 

No-{ault benefit maximum 

Specific medical cost limit 

Wage loss limits: 
aggrcga te 
per week 
duration 
proportion 

Service loss limit: 
per week 
duration 

Funeral benefit 

Survivor benefit 

Threshold: 
economic loss 
general damages 

Financial responsibility 

No limit 

None 

None 
$200 
None 
1 OOo/o 

$200 
None 

$500 

$200 per week 

6 months disability 
$5, 000 deductible 

$25,000 

):'Note: A lte rna ti ve provisions arc cove red in Exhibit E. 

9/29/73 

-15-

$10, 000}!< 

None 

, . . 
None 

:~$i 50 
26-.weeks 

"f7 5o/o 

$50 
26 weeks 

None 

$10,000flat 

None 
None 

No change 
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EXHIBIT D 

MAINE - FOUR BILLS 

SIGNIFICANT INPUT ASSUMPTIONS 

1) Rehabilitation provisions will add 5o/o to medical costs included in• the 

data base (1420, 1425, 1882). 

2) One-year incurral period will reduce medical costs by 5o/o (1) while 

a four-year period will save 1o/o (1420). 

3) Liberal injury de fin it ion and charges for providing claim. information 

will each add 2% to medical costs (1420). 

4) Medical costs beyond $10,000 per claim will B:dd 6o/o to medical costs 

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

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

workmen's compensation (142 0, 1425, 1882 ). 

6) Government program offsets will reduce medicalcosts by 2o/o under 

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

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

15o/o (1420, 1425, 1882). 

8) Wage loss cost~:> beyond $10, 000 per claim will add 10o/o to wage loss 

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

9) 25o/o coinsur<:tnce will not reduce service benefit costs due to the $50 

weekly benefit maximum (1882). 

10) Survivor benefits arc based on population mortality, are discounted 

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

age G5 (1425). 

11) Subrogation by lhe no-f<'l.ull carrier will not reduce p,urvivor bene-

fits received from the liability carrier (all). 
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12) J\vcJ'<tgc li:thilil,' 1irni,;: will be ~;5, 000 gn~atcr tkm lhc finallcial 

J'C~:jiO)l~;jjljJj[y lllillilliliiJI (;!]]). 

, .. 
14) Pcr.'wns wi Ill JJO!J~;l·riuuc; injnries und ineligible to Ud.;.c torl nctlon 

wiJJ nonctllc)e::.;s clu ~;o ~i'/~• uf the lime (1420). 

15) Exchw ion of diaeno;.: li c x ·-J·ays and rcha billla U on cxpcm;es over ~;1 00 

capscs a $500 thrc~holcl to lJC CJn effective~ $5fJ0 threshold (1420). 

16) :u~conomic los~~ lawf:uil.s ru·c permiltccl for \vage loss bcyt;'mcl $200 
, . . 

weekly in c<Jf.>c of ~~criouf> injury only (142[)), 

17) Purclwsc of mccli.cal payments will be reduced one-half \Vitb a 

$2, 000 maximum ( 1120), four'- fifths. wllh a $10, 000 maximum (1, 

1 1382), and will be elimim1lcd wilh an unli.rnited medicnl benefit 

(1425). 

1B) LmJs acljuslrncnl expenses will change from 18% under lhe current 

system to 2r1% for gc:ncral damages resichwlliability claims, 10% 

for death claims, and 13% for no- fault bcnefi ts w ilh full subrog<~ lion 

(1), 12% wllh partial subror~atlon (1120) <1nd 11% with no subrogGtion 

(lt125, 18B2). 

1D) Compubory insnr·~tncc fc<llures will c<lm;(~ onc-foUl'lli of those now 

uninsured lo purclt<l~;c insurance under LD J 8D2, and one-half lo do 

so under lhe other bills. 

20) The perf;onal injury prcrnlum averages 10% of t.he total automobile 

inr;u r·ancc prem.ium .. 

8/29/7'3 -17-
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EXHIBIT E 

MAINE - LD 1420 AND LlJ 1 882 . 

A LTEHNL\ TIVE COST STUDY PHOVlSlONS 

Maximum Thresh- Adjust- Revised Revised 
Bill l3enefi t old ment (Injury) (Total) -----

142 0 $ 2,000 0 +17o/o +2% + 1 o/o 

1420 10,000 0 +27% +12% +5o/o 

1420 10,000 500 +8o/o - i9/o:. ·-3o/o 

1420 2,000 1, 000 -4o/o -1 ~-fo' -8% 

1420 10,000 1, 000 +5o/o -10% -4o/o 

1882 2,000 0 -7% +2% + 1 o/o 

1882 5,000 0 -3% +6% +2o/o 

Note: .1\cljustm.ents shown arc lo the Exhibit A changes for average 

insured vehicle in personal injury premiums payable. 'fhe revised 

Exhibit A changes for each altc t~nati ve are also shown as applied to 

the personal injury premium and to the total automobile insurance 

premium. 

9/29/73 -18-
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EXf-IIJ3IT F 

MAJNJ·~ COST ESTIMATE STUDY 

QUALIFICATIONS OF CONSULTll\'G A CTU/\ lUES 

Milliman & Hobertson, Inc. is an independent consulting ac tua.rial firm 

with headquarters in SeRttle and offices in fifteen other cities throughout 

the United Stales 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) Frederick W. Kilbourne, FCAS - primnry 

responsibility for the study. 

2) Janet S. Graves, ACAS- secondary respon­

sibility and operation of computer model. 

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

study conclusions and final report. 
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EXHIBIT G 

JVIA INE COST ESTIMATE STUDY 

NA IC NO·-Fi\ ULT CDST ESTIMATING PROJECT 

The costing method used in our study has at its foundation the computerized 

model developed by us for the National Associa~ion of Insurance Commis­

sioners with funds provided by the federal Department of Transportation and 

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

uation of the cost implications of proposed changes ln an automobile insur­

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

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 vehicle 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 benefit 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 insured, the provisions of the assigned claims 

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

and the number of injuries occurring outside the state. 

In addition to bodily injury liability coverage, the model also recognizes 

the presence of uninsured motorist and medical payments coverages under 

the current system, and makes assumptions about the extent to which they 
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will be continued undl:l' til\' proposed system. Changes in loss adjustment 

expense levels are also taken in to account. 

This description covers lhc logic of the model; ll must also have data.to 

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

statistics developed by the stale motor vehicle departments, and the closed 

claim survey conducted in 19G 9 as part of the Department of Transportation 

stuciy of automobile insurance. This data has been analy:zed on both a nation­

wide an<;~ a state-by-state basis, and has been specifically tailored to Maine 

for the purpose at hand. Other data sources, both insurance q.nd non-in·­

surance, have been utilized, as has a fair amount of consfder~d professional 

judgment. 

This professional judgment is an inescapable part of any cost evaluation of 

no-fault proposals. The model attempts to predi~t costs under a new and 

substantially changed sy[;tem, and while we believe 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 

Massachusetts, Delaware, and Florida, each of which has had a no-fault 

law in effect for over one year. 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 

Ml. lN J<; COST ESTIMATE STUDY 

CAVE:ATS l'EHTAINING TO NUMEHICAL RESULTS 

Although the conclusions presented in this report are probably the best esti~ 

mates available, it must be recognized that they arc nonetheless subject to 

a rather low degree of certainty, as well as being very susceptible to .misin­

terpretation. We thus feel compelled to specify that those conclusions not be 

used nor released except in conjunction with the following caveats: 

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

"people damage" portion of the average automobile insurance }tre mium 

without regard to the more costly "automo,bile del:mage" portion. The ex­

pected impact on the average total automobile insurance premium is sub-

s tantially smaller, as shown in Exhibits A. 

2) Premium change indications refer to the average .automobile insurance 

premium, without distinction as to type or usage of vehicle. Inclusion of 

motorcyclists under the no-fault law, for example, may be expected to in-

crease premiums greatly for this group of motorists. 

3) Our study did not deal with the expected changes in rating classifica-

tlons and territorial relativities, which may be substantial. Gene rally 

speaking, urban areas may be expected to experience results somewhat 

more favorable than shown, and rural arc<1s significantly less favorable, 

4) The cost implications of the input assumptions and suppol'ling data 

base to the model should not be ovc::·looiccd nor underestimated, This is 

particul;:uly true where there is a combination of uncertainty and cost 1m-

pact, such as of pr:~yclwlogical factors affecting tort action ralcs·and larg~ 

first-party losses based on sparse data of limited applicability to no-fault 

auto insurance. '. 
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) 

5) Our slucly deal::: exclu:~ively with the relativity between the current 

and proposed systems, and not with inadequacies nor redundancies in 

current pre~nium rates. M ancbted premium rate decrease provisions,' 

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

caveat prominently in mind. 
... . ' 

6) Attention has been given to the automobile insurance system only, 

and not to the effects of changes in that sys tern on other lines of insurance 

or public institutions or personal finances. 

7) The findings presented in lhis report reflect no more than an attempt 
i 

to predict the relative cost implications of passage of a pa_rtic~lar bill, and 
, ·,·. ,. ,.,.., ... 

t 
not the effects of various other influences on automobile insurance premiums. 

"Such influences are many, and include cha.nges in automobile safety features, 

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

a few. 
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COMPARISON OF NO-FAULT BILLS 

FOR BUSINESS LEGISLATION COMMITTEE 

I Introduction 

II Providers 

III Coordination of Coverage~ or Primacy 

IV Limitation of Tort Liability 

V Subrogation or Reimbursement 

VI ln~urance Requirement~ 

VH. Coverage 

A. Medical, Hospital and Funeral Expenses 

B. Lo88 of Wages 

c. Expense for Neeeosary Services 

D. Survivor's Loss 

VIII Other Features 

Thomas Pe Downing 

Legislative A~oistant 



I Introduction$ 

The two bills on no-fault automobile in1urance scheduled for hearing 

before the Committee on Business Legi~lation on February 20, 1974 are based 

on two of the Bix billa considered by the committee during the regular 

session$ 

L.D. 2475g AN ACT Providing for No=Fault Motor Vehicle lnsuranceP 

sponsored by RepreRentative Claude N. Trask, is based on L.D. 1420e There 

have been a few editorial changes, motorcycles have been excluded from 

coverage, and the section on lLmitation of tort liability has been re~ 

drafted to read more clearly. 

L.D. 2504, AN ACT Providing for Maine Motor Vehicle Reform& sponsored 

by Representative Jame~ E. Tierney, is baaed on L.D. 1882o There have be~n 

aome aubstantiv~ changes to this bill, primarily in the requirements &3 to 

the providers of coverage. discuoBed in the next section of this analyeio~ 

and a reduction in the level of benefits, from $10,000 to $5t000o There 

have al~o been a number of editorial changes, and motorcycles have been 

excluded from coverage in this bill as well a~ in L.D. 2475. The 80% cost/ 

benefit ratio requirement and the provisions on additional factors in rate­

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

II Providers. 

In L.D. 2475~ the no-fault benefit6 are required to be part of every 

motor vehicle liability insurance policy, and therefore can be sold only by 

companies authorized to provide auch coverage. 
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L.D. 1882, the predecessor to L.D. 2504~ allow~d only health in~urance 

carriere or non-grofit hospital and m~dical service organizstions, or combin­

ation~ thereof, to provide the no=fault benefits package. Under LeD. 2504~ 

in 8 2955, such provider1 have only an option to provide what are call~d "primary 

health benefits", the health cov~rag~ for the in~u~ed and hil family. 

8 2955 (1) state~ that this coverage may be provided al~o by MOtor vehicle 

insurance companies~ with the provilion that it may be ®old in combination 

with the health carrierB or the non~profit organizationso I 2955 (3) provides 

that the other parts of the benefit package may be provided only by motor ve~ 

hicle insurance compsnieoD a sub~tantial change from L.D. 1882a 

III. Coordination of Covera&e or Prim&CJl• 

This issue involv2s which coverage is primary under the bills in pay­

ment of medical expenses and wage losa 9 whether the loss is paid first 

through the no~fault benefits. with other health and accident and wage loss 

coverage paying for any loss exceeding these benefits or whether the los@ ie 

paid first through the other coveragep with the no=fault benefits up 

for any differences, up to the limits of coverage. 

sation, medVcare and medicaid 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 can easily be ascertained by the no~ 

fault provider. 

L.D. 2475 has no other provisions on primacy or required coordination 
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of benefits or required reduction of premiume because of coordinationQ 

L.D. 2504, in 8 2956, has provision3 on both required and optional 

coordination of coverage. I 2956 (1) states that the requirement of c~verage 

for primary health benefits may be fulfilled by coverage under a~isting hea~th 

care insurance or contracts and by coverage under various type~ of statutory 

health care programs& including Medicare& Medicaid. V.A. and armed set~i.ces 

benefits. The Superintendent of Insurance is required to certify which 

such programs, policies and contracte meet the standards of coverage. 

I 2956(2) states that providers cannot sell the primary lth benefits 

coverage to persons who have health coverage under a certified ~tatutory pro­

gram. This is the required coordination of benefits and prohibits duplicate 

coverage for such persons~ The coordination of benefits iB optional, under 

2959(2) for such persons who have certified coverage under existing health 

care insurance or contracts~ Such person~ can purchaoe duplicate coverage 

for health benefits. 

i 2956(3) provides an option for the di~ability benefits (or wage loss 

protection). Persone who are not employed because they are retired or dis­

abled or are students are not required to purchaBe coverage for loss of 

wages they do not have, although they have the choice of such coverage if 

they want it. 

L.D. 2504, in 8 2959(1), has a provision similar to I 127 of L.D. 2475~ 

that benefits payable to an injured per8on shall be reduced by the amount of 

Social Security, Workmen'~ Compensation 9 ete. 9 that is paid. 
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This section would now apply primarily to per~O\\W other than the 

named insured and his famHy. f!uch as pedestriantll or paasengi'!!rS who are 

eligible for coverage. 

IV ~imitations of Tort Liability 

L.D. 2475 adopts the threshold approach to limiting tort liability. 

As most frequently defined, this means eliminating litigation for non-

economic loss or general (i.eo, pain and suffering 9 inconvenience. 

and mental anguish) in all ca~ea of injury in Which there is than a 

stated value of medical e~penses incurred or in cases of non-seriou8 in~ 

jury, as defined. 

Under 8 128 of L.D. 2475. tort action ~~~&y be brought only':when medical 

e~penses from an auto accident are $500 or more (and when total looses are 

more than $2,000~ the ma~imum benefita paid under the bill) 9 or when 

the injured party has died or suffered permanent diaability, disfigurement 

or loss of a significant body member or function@ 

L.D. 2504 does not employ @uch a thre~'hold 9 but does have provision6 

which are intended to result in a decrease in the number of tort actions 

filed. It is expected that the prompt payment of medical ~pe:ruu':s and. wage 

losses on a first party b&ais will have thi~ affect. since injured persons 

who receive these are not expected to be as ready to initiate action~ for 

non-economic loss. 

I 2962 provides a limitation on attorney 0
§ fees. This section allows 

attorney•a contingent fees to be paid only on that portion of the tort recovery 
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in exceea of the amount of no~fa~lt benefits furnished ~nd does not allow 

any adjustment of the fee as to the remainder of a recovery to 

for this. For example, if an injured party received no~fault benefits of 

$5,000 and then $10,000 in a tort actionD his attorney could recover a 

contingent fee only on the excess over the $5@000 and not on the full re~ 

covery~ as the present law would allow. 

I 2963 of the hill also changes the present tort system by providing 

that evidence of no-fault benefit~ received must be preaented to the court. 

This reverses the present system under which such evidence cannot be 

8 2963 also provides that any recovery shall be reduced by the amount of 

no-fault benefits furnisheda If th~~e changes reduce aver~ge recoverie~p 

this Bhould reduce the number of t~rt action~ filed@ 

v Subrogation or Reimburseaent 

Under I 129 of L.D. 2475» the insurer has a right of out 

of any tort damageo recovered by the injured person who is eligible to bring 

tort action because hi~ damages exceed the thre1holcl, but no right of $ub­

rogation to bring action i.n the name of the insured to recov€lr the benefit 

paid to the insured. 

In L.D. 2504, 8 2964 ~tatee that subrogation and reimbureement right~ are 

completely prohibited. 

VI Insurance Requirements. 

L.D. 2475 9 in 8 122 and 8 123~ makellll motor ·vehicle liability tnsurancep 

including the no-fault coverage. mandatory 9 and provides that failure to 



impri~onment for not more than 6 months 9 or both and suspension of the 

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

L.D. 2504, in I 2954 and I 2968~ 

mandatory, although I 2966 and I 2969 provide that no liability policy can 

be iasued without th~ no~fault coverage or without checking that the in= 

sured has such coverage. I 2968 provides a penalty of a fine of up to $100 

right to operate for up to 3 months or until proof of the required coverage 

is filed. There i3 no provision for imprieoument. 

L.D. 2475, in I 123, provide~ for a minimum amount of total coverage of 

$2,000 to each person eligible and without limit as to the total number of 

recipientB. It allows the coverage to be sold in multiples of $2 9000 up 

to a limit of $10,000. 

• vioions as to the recipients and ~ithout l~it as to eale of higher coverage. 

A. 

L.D. 2475p in I 121(4)(A) provides for reasonable hospital and medical 

expenses 9 with a limitation to semi=private accogmodations unless medically 

indicated otherwise 0 and funeral expenses to a limit of $l,OOOP all sub= 

jact to limits of the total coverage. 



7 

L.D. 2504 h~a two different provi~ion8 on these exp~nsei~ I 2957(1) on 

primary health benefits. for the insured and his family 9 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 auch as pedestrians 

or passengers~ which may be provided only by motor vehicle insurance pro~ 

viders. 1be reason for the distinction is that, ae previously noted~ 

coverage for prima~y health benefits may be fulfilled by coverage under 

an existing health care contract or statutory progra. wh~ch would apply 

only to the inoured and hie family. Because of this limitation 9 coverage 

for other persona may be provided separately. The benefits furnished under 

either provision are similar to those in L~D. 2475 9 except for the benefit 

level of $5,000. Dental care i~ included in the supplemental health benefits 9 

but not the primary, since the contract~ and policies and statutory pro~ 

grams which can fulfill the primary benefits do not ordinarily include dental 

care. There is no provision for funeral benefits. 

B. Loss of w~ges 

8 121(4)(c) of L.Da 2475 covers Sot of lost wages, with a deduction for 

substitute work the injured person performs or could perform and with ~ pro5 

vision for income tax savings in 8 127(2)a The only other ltmit 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 ca~es of total disability). 



c. Ex~nse ~~~aaary services. 

L.D" 2475, in 8 121(4)(c). covers 807. of the coot of reasonable extra 

expenses for personal ~ervices which would h~ve been performed by the in~ 

jured person for himself or his family if the accident had not o~curredo 

This is subject to the limits of total coverage. 

L.D. 2504, in S 2957(2)(B) covers 757. of ~uch cost, not to exceed $50 

per week and only for 26 weeks. 

D. Survivor's Loss. 

L.D. 2475, in I 121(4)(8) covers loss of economic value that the next 

of kin would have received from the decedent 9 including services 9 subject to 

the limits of total coverage. 

L.D. 2504, in I 2957(2)(B), provides $5,000 in survivor benefits~ less 

any amount already paid to the deceased as other benefits for the same ac= 

cident. 

VII Other Features of the Billso. 

Both bills have subatantially similar provisions for prompt and certain 

payment of benefits. These are to be paid semi~onthly as loss in 1ncurred 9 

and there is provision for payment of attorney's fees if action is neces~ary 

as a result of late paym~nt. L.D. 2475 provides for 127. annual interest on 

late payments and L.D. 2504 for 24%& 

L.D. 2475 has provisions for an assigned claims plan and for medical 
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examination of injured penwna which ar4!l not in I .. D. 2504. 

L.D. 2504 has a new provision, I 2970, regarding possible premium 

reductions as a reeult of the energy crisis. The Superintendent of In~ 

surmnce is required to hold hearings to determine if reductions are nec­

essary. If eo 9 they are to be retroactive to November 28, 1973. 


