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Sen. James Smith.

The meeting was called to order by Senator Holdman, Chairperson, at 9:35 a.m.

Senator Holdman announced that the Committee will discuss the subject of uninsured motorists
in Indiana and continue that discussion into the next meeting. He said that the agenda for the
second, third, and fourth meetings would be worker’s compensation, lawsuit lending, and title
insurance, respectively. He added that, if required, the topic at each meeting would be carried
over to the following meeting.

Senator Holdman then introduced Mr. Jon Zarich, Insurance Institute of Indiana. Mr. Zarich
presented the recent state Iegislative’history related to uninsured motorists (Exhibit 1). He
particularly spoke about SEA 620-2013. He emphasized that SEA 620 made changes related to
proof of financial responsibility as it relates to operators of motor vehicles. He added that SEA
620 provides that the Bureau of Motor Vehicles (BMV) may at any time verify that a person has
legally required financial responsibility in effect. He stated that several organizations have
campaigned for stricter verification rules by BMV and law enforcement officials.

'These minutes, exhibits, and other materials referenced in the minutes can be viewed electronically at
http://www.in.gov/legislative Hard copies can be obtained in the Legislative information Center in Room 230 of the
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Mr. Zarich pointed out that the introduced version of HEA 1098-2013 proposed a “No Pay No
Play” law. He added that currently 10 states have these laws in various forms. He explained
that the strict form of a “No Pay No Play” law specifies that an insurer may not pay non-
economic damages on a motor vehicle insurance claim for a loss incurred by an uninsured
motorist. In response to a question by Senator Taylor, Mr. Zarich explained that non-economic
damages are damages related to pain and suffering and other intangible losses and do not
include losses related to direct medical bills and property damage. He noted that some states
have a less stringent form of the “No Pay No Play” law that requires certain other conditions to
be met in order for an uninsured motorist to be prohibited from receiving non-economic
damages. He gave an example where the ‘No Pay No Play’ law could apply to individuals who
have been uninsured for more than a year. Mr. Zarich stated that his organization supports the
less stringent version of this law.

Mr. Zarich discussed estimates of uninsured motorist rates published by the Insurance
Research Council (IRC). He distributed an IRC memo (Exhibit 2) that provides these estimates
by state. He mentioned that in the Midwest states the uninsured motorist rate ranges from 15%
to 20%. He added that there could be various factors responsible for the variability across the
states. He noted that in New Hampshire, which does not have a compulsory requirement for
liability insurance, 11% of motorists are uninsured. Meanwhile in Florida, which has very strict
verification laws, 24% of motorists are uninsured. He added that while real time verification laws
could be effective, the real issue is deciding on the penalty for being uninsured.

Mr. Zarich noted that the private solution to the uninsured and underinsured motorist problem is
the purchase of uninsured/underinsured motorist coverage. Senator Holdman requested that
Mr. Zarich provide information concerning the average percentage of premium attributable to
uninsured/underinsured motorist coverage under a policy. Mr. Zarich agreed to provide the
information.

The Committee members discussed the issue of raising minimum financial responsibility
requirements. Mr. Zarich commented that Indiana is not an outlier in the minimum
requirements. He added that studies show that raising the minimum requirements will lead to a
25% to 30% increase in premiums. He said that this could result in an increase of premiums by
$115 bi-annually for drivers with a good driving record and $200 bi-annually for drivers with
below average driving records. Representative Delaney questioned whether this could lead to
individuals deciding on taking the risk of incurring a penalty rather than paying the high annual
premiums. Senator Taylor questioned the merit of raising the minimum financial responsibility
requirements on the ground that it could lead to additional uninsured motorist. He emphasized
the need for a balance. Representative Lehman argued that the increase in minimum standards
was driven by the consumer and not by the industry. He said that an individual who is complying
with the insurance laws could be in an accident and the minimum coverage is generally
insufficient to cover his damages. Senator Taylor stated that consumers should know that the
increase in financial responsibility requirements will increase in the number of uninsured
motorists.

Senator Holdman pointed to the 16% uninsured motorist rate in Indiana and questioned what
measures could be adopted to bring that rate down. Mr. Zarich commented that Indiana is
among the lowest 20 states in terms of cost of automobile insurance. He pointed out that the
“pain index” (the ratio of automobile insurance cost to personal income) in Mississippi is among
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the highest in the U.S. and so is the uninsured motorist rate. However, he added that North
Carolina, which also has a high “pain index”, has a 14% uninsured motorist rate. He noted that
Utah’s verification law includes impounding the vehicle, and its uninsured motorist rate is only
8%. In response to a request from Representative Delaney and Senator Holdman, Mr. Zarich
agreed to provide information concerning the "pain index" in Indiana and current penalties for
driving while uninsured.

Representative Terri Austin stressed the need to find the common factors among states with
low uninsured motorist rates. Representative Delaney spoke against increasing the fines.
Senator Mrvan presented the idea of requiring an annual premium with the license plate
renewal. Representative Lehman said that the mandatory annual premium will prevent
individuals having financial problems from purchasing insurance. He said that longer term
insurance requirements instead of fines might be a better idea as a penalty for violations. This
would ensure that only the violators are mandatorily required to purchase longer term
insurance.

Senator Holdman stated that the Committee members seem to agree that a 16% uninsured
motorist rate is very high and administrative procedures and penalties related to automobile
insurance may have to be changed to reduce that level. He noted that there is no consensus
about increasing the minimum limits on financial responsibility. He reiterated the need to find
out the socio-economic, regulatory, and demographic factors in states with low uninsured
motorist rates. He directed LSA to research the issue and to ask officials from BMV to attend
the next Committee meeting.

Steve Duff, Independent Insurance Agents of Indiana, spoke against real time verification. He
added that it would be cumbersome for the industry because 22% of consumers chahge
insurers during a year. Senator Holdman said that pilot projects containing various measurers
could be implemented in some counties. He mentioned that rules requiring violators to pay in
advance could be added to a pilot project.

Warren Mathies, Indiana Trial Lawyers Association, spoke about the ongoing discussion on
changes to Title 9 of the Indiana Code, and the need for attorneys and judges to be aware of
the uninsured motorist and financial responsibility laws.

Senator Holdman requested that members of the insurance industry provide any creative
financial responsibility enforcement ideas to the Committee at the next meeting.

Senator Holdman reminded the Committee members that the next meeting will be on August
22, 2013, at 10:00 a.m..

Senator Holdman adjourned the meeting at 11:40 a.m.



Exhibit |
Interim Study Comm on Insurance
Uninsured Motorist Bills Meeting #1, 8/9/2013
Indiana General Assembly

2004-2013"

2004 Regular Session

House Bill 1112 - Uninsured motorists. Requires the bureau of motor vehicles to
annually report accident and financial responsibility statistics to the legislative council.
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?vear=2004 & session=[ &request=g
etBill&docno=1112&doctype=HB)

Senate Bill 386 - Motor vehicle insurance. Increases the: (1) minimum amounts of
financial responsibility required for motor vehicles; (2) amount that must be credited
upon a judgment for certain damages arising from a motor vehicle accident for the
judgment to be considered satisfied; and (3) policy minimums for underinsured motor
vehicle insurance. Requires an insurer that issues or delivers a motor vehicle policy to
offer medical expense payment coverage. :
(http://www.in.gov/apps/Isa/session/billwatch/billinfo?vear=2004 & session=1&request=g
etBill&docno=0386&doctype=SB)

2005 Regular Session

House Bill 1045 - Notice to BMV of auto insurance cancellations. Requires an insurer to
notify the bureau of motor vehicles (BMV) if a motor vehicle insurance policy is
canceled before the expiration date of the policy. Requires the BMV to revoke the
operator's license of a person whe was a policyholder under a canceled policy if the
person does not specify how the person will maintain financial responsibility on the
person's vehicle after canceling the policy, unless the person receives an exemption from
the BMV.

(http://www.in.gov/apps/1sa/session/billwatch/billinfo?vear=2005 &session=1&request=g
etBill&docno=1045&doctype=HB)

House Bill 1492 - Proof of vehicle financial responsibility. Directs the commissioner of
the bureau of motor vehicles to direct the bureau to perform a random check of 0.5% of
the vehicle registrations processed each month of 2006 and 2007 regarding whether
financial responsibility was in effect for a vehicle on the date the vehicle was registered.
Requires the commissioner to direct the bureau to compile and report the veracity of the
information regarding proof of financial responsibility to the governor and in electronic
format to the legislative council before May 1, 2008.
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?year=2005 & session=1&request=g
etBill&docno=1492 &doctype=HB)

House Bill 1513 - Proof of financial responsibility for vehicles. Makes it a Class C
infraction for an operator of a motor vehicle who is: (1) stopped by a police officer for a

' Prepared by Jon Zarich — Insurance Institute of Indiana (August 2013)



moving traffic offense; or (2) involved in an accident investigated by a law enforcement
officer that results in death or injury or property damage of $1,000 or more; to fail to
submit to the officer proof of financial responsibility regarding the motor vehicle.
Requires a law enforcement officer who investigates a motor vehicle accident that results
in personal injury or death or property damage of $1,000 or more to submit certain
information, if possible, concerning proof of financial responsibility information to the

' state police. Requires the bureau of motor vehicles to adopt rules concerning proof of
financial responsibility. Makes conforming amendments.
(http://www.in.gov/apps/Isa/session/billwatch/billinfo?year=2005 & session=1 &request=¢
etBill&docno=1513&doctype=HB)

Senate Bill 346 - Proof of motor vehicle financial responsibility. Provides that certain
motor vehicles must display an item that serves as proof of financial responsibility.
Makes it a Class C infraction for a vehicle owner to fail to: (1) display the item that
proves financial responsibility; or (2) have correct information on the item. Specifies the
information that must be on the item. Requires the operator of a motor vehicle involved
in an accident to report the accident to the bureau of motor vehicles and the state police,
and specifies information to be contained in the report. (Current law requires a report to
the state police only.) Provides for a charge of not more than $1 from an insurer for
furnishing an item that serves as proof of financial responsibility.
(http://www.in.gov/apps/Isa/session/billwatch/billinfo?year=2005 &session=1 &request=g
etBill&docno=0346&doctype=SB)

Senate Bill 600 - Notification of auto insurance cancellation. Requires an insurer to
notify the bureau of motor vehicles (BMV) if a motor vehicle insurance policy is
canceled before the expiration date of the policy. Requires the BMV to revoke the
operator's license of a person who was a policyholder under a canceled policy if the
person fails to inform the BMV of how the person will maintain financial responsibility
on the person's vehicle after cancelling the policy, unless the person receives an
exemption from the BMV.
(http://www.in.gov/apps/Isa/session/billwatch/billinfo?year=2005&session=1 &request=g
etBill&docno=0600&doctype=SB)

2006 Regular Session

House Bill 1416 - Financial responsibility for motor vehicles. Requires the bureau of
motor vehicles (BMV) to include a statement on a motor vehicle registration
(registration) application regarding the cancellation of motor vehicle liability insurance
(insurance) and certain information on the certificate of registration. Requires a person
registering a motor vehicle in person to: (1) provide proof of financial responsibility; and
(2) sign the copy of the certificate of registration under penalty of perjury. Requires the
BMYV to establish rules concerning the cancellation of insurance. Requires an insurer to
notify the BMV if insurance is canceled before the expiration date of the policy. Requires
the BMV to suspend the driver's license or the registration of a person who was a
policyholder under canceled insurance if the person does not specify how the person will
maintain financial responsibility on the person's vehicle after canceling the policy, unless



the person receives an exemption from the BMV. Provides for reinstatement of the
driver's license or the registration after 90 days of suspension after payment of a
reinstatement fee. Makes it a Class C misdemeanor to operate a motor vehicle unless
financial responsibility is in effect on the vehicle, and a Class D felony if the person has a
prior unrelated conviction or judgment for the failure to maintain financial responsibility.
Makes technical corrections.
(http://www.in.gov/apps/Isa/session/billwatch/billinfo ?yvear=2006 & session=1 &request=g
etBill&docno=1416&doctype=HB)

2007 Regular Session

House Bill 1150 - Proof of financial responsibility in an auto accident. Requires the
owner or operator of a motor vehicle involved in an accident to provide to the other party,
upon request, proof of financial responsibility. Makes failure to comply with the
requirement a Class B infraction.
(hitp://www.in.gov/apps/lsa/session/billwatch/billinfo?vear=2007 &session=1 &request=g
etBill&docno=1150&doctype=HB)

House Bill 1407 - Proof of financial responsibility. Provides that an individual operating
a motor vehicle who fails to provide proof of financial responsibility to certain police
officers upon demand commits a Class C infraction. Provides that a judgment for the
failure to provide proof of financial responsibility may not be entered if the individual
provides proof of the financial responsibility within ten days to the apprehending officer
or the headquarters of the officer. Provides that the bureau of motor vehicles may not
assess points against the driver's license of an individual who has failed to provide proof
of financial responsibility to the apprehending officer.
(http://www.in.gov/apps/Isa/session/billwatch/billinfo?year=2007 &session=1 &request=g
etBill&docno=1407&doctype=HB)

House Bill 1430 - Proof of motor vehicle financial responsibility. Makes it a Class C
infraction for an operator of a motor vehicle who is: (1) stopped by a law enforcement
officer for a moving traffic offense; or (2) involved in an accident investigated by a law
enforcement officer that results in death, injury, or property damage of at least $1,000; to
fail to submit to the officer proof of financial responsibility regarding the motor vehicle.
Requires a law enforcement officer who investigates a motor vehicle accident that results
in personal injury, death, or property damage of at least $1,000 to submit certain
information, if possible, concerning proof of financial responsibility information to the
state police department. Requires the bureau of motor vehicles to adopt rules concerning
proof of financial responsibility. Makes conforming amendments.
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?year=2007 & session=1&request=¢
etBill&docno=1430&doctype=HB)

Senate Bill 251 - Notification of auto insurance cancellation. Requires an insurer to
notify the bureau of motor vehicles (BMV) if a motor vehicle insurance policy is
canceled before the expiration date of the policy. Requires the BMV to revoke the
operator's license of a person who was a policyholder under a canceled policy if the



person fails to inform the BMV of how the person will maintain financial responsibility
on the person's vehicle after canceling the policy, unless the person receives an
exemption from the BMV.
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?year=2007 & session=1 &request=¢
etBill&docno=0251&doctype=SB)

2008 Regular Session

House Bill 1036 - Uninsured motorists. Requires the bureau of motor vehicles to
establish a registry of previously uninsured motorists for random, periodic verification by
the bureau of financial responsibility compliance. Requires the bureau to adopt rules.
Makes a failure of a previously uninsured motorist to respond to a bureau request for
verification prima facie evidence of a financial responsibility violation. Provides for
removal of names from the registry. '
(http://www.in.gov/apps/Isa/session/billwatch/billinfo?year=2008 &session=1&request=g
etBill&docno=1036&doctype=HB)

2009 Regular Session

House Bill 1228 - Proof of financial responsibility in an accident. Requires a law
enforcement officer to perform certain duties with respect to a motor vehicle accident
investigation, including impounding a motor vehicle for the failure to produce proof of
financial responsibility.
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?year=2009&session=1&request=g
etBill&docno=1228&doctype=HB)

2010 Regular Session

None

2011 Regular Session

Senate Bill 334 - Registry of previously uninsured motorists. Requires the bureau of
motor vehicles (bureau) to: (1) add the name of a person against whom the bureau has
taken administrative action for operating a motor vehicle without financial responsibility
(person) to the registry of previously uninsured motorists; and (2) remove the name of a
person from the registry not more than five years after the date on which the
administrative action by the bureau for which the person's name is maintained on the
registry was entered against the person.
(http://www.in.gov/apps/Isa/session/billwatch/billinfo?year=201 1 &session=1 &request=g
etBill&docno=0334&doctype=SB)

Senate Bill 445 - Motor vehicle insurance cancellation. Requires an insurer, upon
cancellation of a motor vehicle liability policy that covers a motor vehicle registered in
Indiana, to provide certain notice to the bureau of motor vehicles (bureau) and the
policyholder. Requires the policyholder to provide certain information to the bureau.



Authorizes the bureau to suspend a vehicle registration if the policyholder fails to provide
the information. Amends the penalties for operating a motor vehicle without financial
responsibility.

(http://www.in.gov/apps/lsa/session/billwatch/billinfo?yvear=201 1 &session=1&request=g
etBill&docno=0445&doctype=SB)

2012 Regular Session

Senate Bill 186 - Motor vehicle insurance cancellation. Requires an insurer, upon
cancellation of a motor vehicle liability policy that covers a motor vehicle registered in
Indiana, to provide certain notice to the bureau of motor vehicles (bureau) and the
policyholder. Requires the policyholder to provide certain information to the bureau.
Authorizes the bureau to suspend a vehicle registration if the policyholder fails to provide
the information. Amends the penalties for operating a motor vehicle without financial
responsibility.
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?year=2012&session=1&request=g
etBill&docno=0186&doctype=SB)

2013 Regular Session

House Bill 1098 - Study concerning uninsured motorists. Requires the interim study
committee on insurance to study and report to the legislative council concerning
uninsured motorists in Indiana. .
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?year=2013&session=1 &request=g
etBill&docno=1098& doctype=HB)

House Bill 1551 — Motor vehicle financial responsibility. Provides that the minimum
amounts of financial responsibility required for the operation of a motor vehicle are: (1)
$50,000 for bodily injury to or the death of one individual; (2) $100,000 for bodily injury
to or the death of two or more individuals in any one accident; and (3) $20,000 for
damage to or the destruction of property in one accident. (Current limits are $25,000,
$50,000, and $10,000, respectively.).
(http://www.in.gov/apps/lsa/session/billwatch/billinfo?year=2013 &session=1&request=g
etBill&docno=1551&doctype=HB)

Senate Bill 620 - Proof of financial responsibility. Provides that the law regarding
financial responsibility applies to judgments in civil actions. Provides that Indiana laws
providing for suspension of a driver's license or driving privileges may be used to
prohibit a nonresident from operating a motor vehicle in Indiana. (Under current law,
Indiana laws providing for suspension of a driver's license or driving privileges may be
used to prohibit operation in Indiana of a motor vehicle owned by a nonresident.)
Provides that the bureau of motor vehicles (bureau) may adopt rules regarding proof of
financial responsibility. (Under current law, the bureau is required to adopt such rules,
and the content of the rules is dictated by statute.) Provides that the bureau may, at any
time, verify that a person has legally required financial responsibility in effect.
Authorizes the bureau to contract with a third party to request proof of financial



responsibility. Provides that the bureau shall suspend the driving privileges or motor
vehicle registration, or both, of a person who fails to maintain required financial
responsibility. Provides that a court shall recommend suspension of a person's driving
privileges for at least 90 days but less than a year for failure to provide proof of financial
responsibility. (Under current law, the court may make such a recommendation.)
Provides that if a court suspends a person's driving privileges or vehicle registration for
failure to provide proof of financial responsibility, and fails to recommend a fixed term of
suspension or recommends a fixed term that is less than the minimum term of suspension
required by law, the bureau shall impose the applicable minimum term of suspension
required by law.

(http://www.in.gov/apps/Isa/session/billwatch/billinfo?vear=2013 &request=getBill&docn
0=620)
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Recession Marked by Bump in Uninsured Motorists
IRC Analysis Finds One in Seven Drivers Are Uninsured

MALVERN, Penn.—April 20, 2011— Across the United States, chances are roughly one in seven that
a driver is uninsured, according to new estimates from the Insurance Research Council (IRC). The
estimated percentage of uninsured motorists declined four straight years before rising to 14.3 percent in
2008 and dropping to 13.8 percent in 2009. The economic downturn is thought to be a major factor in
the brief increase.

“The leveling trend in the percentage of uninsured motorists is an unfortunate consequence of the
economic downturn and illustrates how virtually everyone is affected by recent economic
developments,” said Elizabeth A. Sprinkel, senior vice president of the IRC. "Despite laws in many
states requiring drivers to maintain insurance, about one in seven motorists remain uninsured. This
forces responsible drivers who carry insurance to bear the burden of paying for injuries caused by
drivers who carry no insurance at all.”

In a new study, Uninsured Motorists, 2011 Edition, IRC estimates the percentage of uninsured drivers
countrywide and in individual states for 2008 and 2009. The IRC estimates are based on the ratio of
uninsured motorist (UM) insurance claim frequency to bodily injury (BI) claim frequency. UM claims are
made by individuals who are injured in accidents caused by uninsured drivers. Bl claims are made by
individuals injured in accidents caused by insured drivers. The magnitude of the uninsured motorist
problem varies from state to state. In 2009, the five states with the highest uninsured driver estimates
were Mississippi (28 percent), New Mexico (26 percent), Tennessee (24 percent), Oklahoma (24
percent), and Florida (24 percent). The five states with the lowest uninsured driver estimates were
Massachusetts (4.5 percent), Maine (4.5 percent), New York (5 percent), Pennsylvania (7 percent), and
Vermont (7 percent).

In a previous report, the IRC anticipated a trend reversal in the countrywide estimate of the percentage
of uninsured motorists, citing a strong historical relationship between the national unemployment rate
and the national UM to Bl ratio. The strength of the historical relationship appears to have diminished
slightly with the inclusion of more recent data. Several possible reasons for this are discussed in the
report.

The IRC study examines data collected from nine insurers, representing approximately 50 percent of
the private passenger auto insurance market in the U.S. For more information on the study’s
methodology and findings, contact David Corum, at (484) 831-9046, or by e-mail at
irc@Thelnstitutes.org. Copies of the study are available for $125 for an electronic version, or $140 for a
printed copy. Visit IRC’s Web site at www.ircweb.org for more information.

HHt

NOTE TO EDITORS: The Insurance Research Council is a division of the American Institute For CPCU (The
Institutes). The Institutes are an independent, nonprofit organization dedicated to providing educational programs,
professional certification, and research for the property-casualty insurance business. The IRC provides timely and
reliable research to all parties involved in public policy issues affecting insurance companies and their customers.
Theé IRC does not lobby or advocate legislative positions. It is supported by leading property-casualty insurance
organizations.

718 Providence Road, Suite 100 | Malvern, PA 19355-3433 | (610) 644-2122 | F (610) 640-5388 | www.ircweb.org | www.Thelnstitutes.org
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Estimated Percent of Uninsured Motorists by State in 2009

State Uninsured State
Mississippi 28% Maryland

New Mexico 26% Texas
Tennessee 24% llinois
Oklahoma 24% Wisconsin
Florida 24% Missouri
Alabama 22% North Carolina
Michigan 19% Nevada
Kentucky 18% Minnesota
Rhode Island 18% Alaska
Indiana 16% Louisiana
Washington 16% Arizona
Arkansas 16% lowa

Ohio 16% Montana
Georgia 16% Hawaii

District of Columbia 15% New Jersey
Colorado 15% New Hampshire
California 15% West Virginia

Uninsured

State

15%
15%
15%
15%
14%
14%
13%
13%
13%
13%
12% .
11%
11%
11%
11%
11%
11%

Virginia
Delaware
South Carolina
Wyoming
Oregon
Kansas
Connecticut
North Dakota
South Dakota
Utah

idaho
Nebraska
Vermont
Pennsylvania
New York
Maine
Massachusetts

Uninsured

11%
11%
11%
10%
10%
10%
10%
9%
9%
8%
8%
8%
7%
7%
5%
4%
4%




