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SB2376 relates to noneconomic loss for serious, accidental bodily injury.

SENATOR STENEHJEM opened the hearing on SB2376 at 11:15 a.m.

All were present.

SENATOR COOK testified in support of SB2376. Rising cost of automobile insurance has

become a major policy issue in states everywhere. This legislation would create a new section

that would prevent uninsured motorists from bringing lawsuits for pain and suffering after an

automobile accident. Michigan and California have legislation like this, No Pay - No Play. My

concern is the number of uninsured motorists on the road.

SENATOR WATNE asked if someone is involved in an accident and they are uninsured, are

they charged with something.
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SENATOR COOK stated that the minimum fine is $150 and have to go to Court. You also lose

12 points on your drivers license.

TOM SMITH, Domestic Insurance Company, testified to explain SB2376. He explained the bill.

This is entirely a policy decision which you as legislators have to make and address this issue.

This creates a new section to Chapter 26.1.41. That is the automobile no fault law of North

Dakota. This legislation protects the insured party from being sued for pain and suffering.

SENATOR STENEHJEM asked that what this bill would say that if I were driving down the

road and if my policy had lapsed, 1 would be considered an uninsured motorist.

TOM SMITH stated yes, 1 believe so.

SENATOR STENEHJEM asked if this would have an effect on North Dakota insurance rates.

TOM SMITH stated that he did not know.

SENATOR NELSON asked if there was a cross check between the DOT and the insurance

companies.

TOM SMITH stated that compulsory registration is tied to title registration. The DOT has

authority to run a random sample.

AL WOLF, North Dakota Trial Lawyers, testified in opposition to SB2376. He has drafted a

revised bill which is attached. I believe this bill is directed at young people and elderly people.

HOWARD SNORTLAND, AARP, testified in opposition to SB2376. I feel this bill takes our

right to our day in Court.

NORM STUEMILLER, AARP, testified with concerns on SB2376. I think the uninsured

motorist is a very serious problem. I don't know how to fix this problem, but I don't think is the

answer.
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SENATOR STENEHJEM CLOSED the hearing on SB2376.

SENATOR WATNE made a motion for DO PASS, SENATOR TRAYNOR seconded. Motion

failed. 2-4-0

SENATOR NELSON made a motion for DO NOT PASS, SENATOR BERCIER seconded.

Motion passed.

SENATOR NELSON will carry this bill.

4-2-0

SENATOR LYSON made a Motion to Reconsider, SENATOR WATNE seconded. Motion

carried. Return this to the sponsor for amendments.

ebruary 10, 1999 Tape 2, Side A

Senator Cook brought two sets of amendments. We have option 1 and 2.

SENATOR STENEHJEM stated that with this an extraneous issue has been put into the no-fault

SENATOR WATNE made a motion for Amendments, SENATOR LYSON seconded. Motion

carried. 5- 1 -0

SENATOR WATNE made a motion for DO PASS AS AMENDED, SENATOR TRAYNOR

seconded. Motion carried. 4-2-0

SENATOR WATNE will carry the bill.
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REPORT OF STANDING COMMITTEE (410)
February 1,1999 12:52 p.m.

Module No: SR-20-1586

Carrier: C. Nelson

Insert LC:. Title:.

REPORT OF STANDING COMMITTEE
SB 2376: Judiciary Committee (Sen. W. Stenehjem, Chairman) recommends DO NOT

PASS (4 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). SB 2376 was placed on the
Eleventh order on the calendar.

(1) LC, (2) DESK, (3) BILL CLERK, (4-5-6) COMM Page No. 1 SR-20-1586
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REPORT OF STANDING COMMITTEE

SB 2376: Judiciary Committee (Sen. W. Stenehjem, Chairman) recommends
AMENDMENTS AS FOLLOWS and when so amended, recommends DO PASS
(4 YEAS, 2 NAYS, 0 ABSENT AND NOT VOTING). SB 2376 was placed on the Sixth
order on the calendar.

Page 1, line 2, after "Injury" insert to provide for a report to the legislative council; and to
provide an expiration date"

Page 1, line 9, after "who" insert "has at least two convictions under section 39-08-20 and who"

Page 1, line 10, replace "that party's" with "a" and after "vehicle" insert "owned by that party"

Page 1, after line 12, insert:

"SECTION 2. REPORT TO LEGISLATIVE COUNCIL, in 2002, the director of
the department of transportation shall report to an interim committee designated by the
legislative council regarding the effectiveness of section 1 of this Act in decreasing the
incidents of driving without liability insurance.

SECTION 3. EXPIRATION DATE. This Act is effective through July 31, 2003,
and after that date is ineffective."

Renumber accordingly

(1) LC, (2) DESK, (3) BILL CLERK, (4-5-6) COMM Page No. 1 SR-28-2574
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Minutes: SB 2376

Sen. Cook introduced SB 2376 relating to non economic loss for serious, accidental bodily

injury; to provide for a report to the legislative council; and to provide a penalty.

Tom Smith of Domestic Insurance Companies testified in a neutral, informational position of

SB 2376.

Rep. Stefonowicz: Is this common in law to deny somebody the right to sue for the recovered

damages?

Tom Smith: There are certain instances where this has occurred. That is why we have the no fault

law.

Chairman Berg closed the hearing.

Tape 2, side B. Meter No. 4215

Chairman Berg opened the discussion of SB 2376.
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This is a difficult issue. If our desire is to eliminate people driving without insurance then we

need to put in place a statute that is similar to every mortgage that everyone has on any peace of

property. You can not finance anything without insurance. We could figure out a way to have the

same type of insurance tracking of people that do and don't have insurance.

End of tape 2, side B. Start tape 3.

Rep. Klein made a motion for a Do Pass.

Vice Chairman Kempenich second the motion.

The roll call vote was 12 yea, 2 nay, 1 absent.

The motion carried.

Rep. Martinson will carry the bill.
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REPORT OF STANDING COMMITTEE (410)
March 1,1999 4:37 p.m.

Module No: HR-36-3821

Carrier: Martinson

Insert LC:. Title:.

REPORT OF STANDING COMMITTEE

SB 2376: Industry, Business and Labor Committee (Rep. Berg, Chairman) recommends
DO PASS (12 YEAS, 2 NAYS, 1 ABSENT AND NOT VOTING). SB 2376 was placed
on the Fourteenth order on the calendar.

(1) LC, (2) DESK, (3) BILL CLERK, (4-5-6) COMM Page No. 1 HR-36-3821
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The Effects of a No-Pay/No-Play
Plan on the Costs of Auto

Insurance in Texas

Stephen J. Carroll and Allan E Abrahamse

WHAT IS NO-PAY/NO-PLAY?

The cost of automobile insurance has been a major

pv?blic policy issue for more than a decade. A variety of
^^blic and private organizations and individuals have
^Hposed alternative, purportedly less expensive, automo-
mie insurance plans. But to obtain those savings, states

would have to limit the rights and compensation tradi

tionally provided to people injured in auto accidents.
Recently, a new concept has emerged called "no-pay/
no-play," which limits the compensation rights of people
who were breaking the law when they were injured.

The Texas Senate Interim Committee on Civil Justice

is studying Texas's current liability system. Senator Teel
Bivins, a member of the committee, asked the Institute for

Civil justice to analyze the effects of a no-pay/no-play
automobile insurance plan similar to Proposition 213

adopted in California in November 1996. We used the
models we had developed to analyze Proposition 213' to
estimate the likely effects of a similar plan on the costs of
automobile insurance in Texas. This issue paper presents

our results.

'Carroll and Abrahamse (1996) provide a description of the data
and methods we used to analyze the effects of Proposition 213 in
California. We drew upon the results presented there for this discus-

The plan we examine here bars drunk drivers and

uninsured motorists from compensation for any non-

economic losses resulting from auto accident injuries.^

We estimate the likely effects of this plan on the costs of
private passenger auto insurance. Because of data limita
tions, we did not consider the effects of the plan on the

costs of commercial auto insurance or on felons.

KEY FINDINGS

Our analyses suggest that the no-pay/no-play insur
ance plan could reduce the costs of auto insurance. If
current claiming, negotiating, and insurance purchasing
patterns persist, the plan would reduce auto insurers'
compensation costs for personal injuries by about 6 per
cent from the costs under Texas's current auto insurance

rules. Given the past relationship between compensation

costs and auto insurance premiums in Texas, this differ
ence would translate into a reduction of about 3 percent in

the average Texas driver's auto insurance premiums. To
put this estimate in perspective, if the plan had been in
force in 1996, the most recent year for which we have data

^Proposition 213 also bars compensation for any loss incurred in
auto accidents by persorw committing or fleeing from their crimes.
However, because of data limitations, we do not consider the effects of
that provision in this analysis.

to issue papers explore topics of interest to the policymaking community. Although issue papers are formally reviewed, authors have substantial lati
tude to express provocative views without doing full justice to other perspectives. The views and conclusions expressed in issue papers are those of the
authors and do not necessarily represent those of RAND or its research sponsors. © Copyright RAND 1998.



on total auto insurance premiums,^ Texas drivers' auto
insurance premiums would have been about $182 million

lower, a reduction of roughly $23 in the average Texas

driver's auto insurance costs.

Our results address relative costs; they show the dif-
between what will happen if the current system

iSetained and what would occur if the proposal were
adopted. We do not suggest that auto insurance costs will

necessarily fall if Texas adopts such a plan. For example,

the plan may not reverse the long-term trend toward high

er auto insurance costs. Rather, it is possible that no-pay/

no-play provisions will slow the rate of growth in premi

ums so, over time, premiums would be roughly 3 percent

less, on average, than they would be if the current system

is not modified.

It should also be noted that our results address the

effects of the plan on the average Texas driver. Both the

expected costs of insuring a driver under the current auto

insurance system and the likely effects of the plan vary

from one driver to another, depending on a driver's risk

factors and the coverages and policy limits purchased. For

example, the savings that would result from limiting com

pensation to uninsured drivers injured in auto accidents

would be greater in those communities in which the unin

sured motorist rate is higher. Similarly, because the plan

^MS not affect the costs of collision and comprehensive
^^krages, the relative savings would be greater for
liters who purchase only the personal injury and proper
ty damage liability coverages.

Because adoption of no-pay/no-play could engender

changes in behavior, we recalculated our estimates under

different sets of assumptions incorporating such changes.

We also explored the sensitivity of these results to sam

pling error. Although the precise estimates vary from one

set of behavioral assumptions to another, the results gener

ally suggest that the plan would cut the costs of compen
sating auto accident victims by 3 to 10 percent. Thus, our

basic conclusion—that the plan would result in savings of

about 3 percent on the average driver's auto insurance pre

miums—holds for all the alternatives we considered.

PROBABLE EFFECTS OF NO-PAY/NO-PLAY

IN TEXAS

The traditional rules of the tort system govern recov

ery for auto accident injuries in Texas, An accident victim

^National Association of Insurance Commissioners (1998).

may seek compensation for all economic and noneconomic

losses from the driver who caused the accident.^ How

ever, the victim is entitled to compensation only to the

degree that the other driver is responsible for the

accident.

The plan examined here would eliminate compensa
tion for noneconomic losses to uninsured motorists and

drunk drivers injured in auto accidents. This plan would

not affect uninsured or drunk drivers' rights to compensa

tion for economic losses. Nor would it affect the com

pensation rights of any other person injured in an auto

accident—insured persons, sober drivers, passengers,

pedestrians, bicyclists, etc.—including passengers injured

while riding in cars operated by uninsured or drunk

drivers.

In sum, the only accident victims who would be affect

ed by the plan are uninsured or drunk drivers injured by

an insured driver, and drunk drivers covered by unin

sured motorist insurance injured by a negligent, uninsured

motorist. The savings achieved by the plan would be the

amount of compensation for noneconomic loss that would

be paid to affected victims under the current law, plus the

transactions costs—claims handling and defense costs—

that insurers would have incurred in providing that com

pensation.

To estimate the effects of the plan, we used data

derived from a representative sample of Texas auto acci

dent injury claims closed with payment during 1992.= For

purposes of the analysis, we assume that the distributions

of accidents, losses, and claimants reported in those data

are representative of the corresponding future distribu

tions. As a result of conversations with several major

insurers, we assume that the uninsured motorist rate is 20

percent, that 90 percent of insured drivers will purchase

uninsured motorist coverage, that 10 percent of insured

drivers purchase medical payments coverage, and that 80

percent of insured drivers purchase personal injury pro

tection coverage.

''Economic losses include an accident victim's medical costs, lost
wages, burial expenses, replacement service losses, and other i>ecuniary
expenditures. Noneconomic losses include physical and emotional pain,
physical impairment, mental anguish, disfigurement, loss of enjoc-ment,
and other nonpecuniary losses.

^The data were collected by the Insurance Research Council (1994)
from 61 insurance companies that together accounted for about 81 per
cent of Texas's private-passenger automobile insurance (by premium
volume) in 1992.



Given these assumptions, about 7 percent of future

Texas auto accident victims will be uninsured drivers

injured by an insured driver. Another 2 percent of future

victims will be insured drunk drivers who are eitherSured by another insured driver or are injured by an
^sured motorist and have uninsured motorist cover-
" In all, the plan would bar about 9 percent of auto

accident victims from compensation for noneconomic loss.

If the costs of compensating uninsured or drunk drivers

hurt in auto accidents are reduced by the average compen

sation for noneconomic loss paid Texas drivers hurt in

auto accidents, plus the associated transactions costs, the

total costs of compensating auto accident victims would

fall about 6 percent.

Personal injury coverages account for about half of

auto insurance premiums: property damage coverages

account for the other half. Thus, a 6 percent reduction in

the costs of compensating auto accident victims for per

sonal injuries translates into a 3 percent reduction in total

auto insurance premiums. In 1996, total auto insurance

premiums in Texas added up to about $5.8 billion. If the

plan had been in force then, the costs of auto insurance in

1996 would have been about $182 million lower;

•  Drivers denied compensation for noneconomic losses

because they were drunk or uninsured when they

were injured would have lost about $124 million.

(Because the attorneys who represent auto accident

^^^ictims are typically paid on a contingency fee basis,
a reduction of $124 million in accident victims' gross

compensation would have been divided between the

victims—in the form of lower net compensation—and

their attorneys—in the form of lower fees.)

•  Because insurance companies would have faced small

er claims from drunk, insured drivers injured in acci

dents, they would have had to pay about $21 million

lesS in claims handling and defense costs.

•  Finally, if insurance companies' other costs (general
expenses, selling expenses, taxes and license fees, and

dividends to policyholders) vary in proportion to
compensation costs, insurance companies would have

been able to cut premiums another $37 million and

still earn the same rate of profit.

POSSIBLE BEHAVIORAL RESPONSES TO

NO-PAY/NO-PLAY AUTO INSURANCE

In the estimates described above, we assume that

behaviors persist. But it is possible that people will
Ige their behavior if the plan is adopted. We identi

fied what some of these possible behavioral changes might
be, modified our model to reflect alternative behavioral

assumptions, and reestimated the effects of the plan. We
emphasize that we have no evidence that any of these
behavioral changes will occur if the plan is approved. Our
purpose is to identify the extent to which our estimates are

sensitive to the behavioral assumptions that underlie the

calculations.

It is possible that the claiming behavior of uninsured or

drunk drivers might change if they could no longer obtain
compensation for noneconomic loss. We have found evi

dence of excess claiming for medical costs in auto personal
injury cases across the United States.® Texas's current

system encourages excess claiming as a way to leverage
greater compensation for noneconomic loss; by eliminat

ing that incentive, the plan would discourage fraudulent

or excessive claims. At the same time, many accident

victims rely on compensation for noneconomic loss for

the funds needed to pay their attorneys; eliminating this

source of funds may reduce victims' ability to obtain an

attorney and, consequently, discourage legitimate claims.

The civil justice policy implications of reducing the

frequency of excessive claims are very different from the

policy implications of reducing the frequency of legitimate

claims. But from a cost perspective, the two look the

same: Fewer claims imply lower costs.

To estimate how reducing the frequency of claims—

excessive claims, legitimate claims, or some combination—

would affect costs, we assumed that adoption of no-pay/

no-play would result in either a 25 percent or a 50 percent

reduction in the frequency of claims, and we estimated the

savings in both cases.

The negotiating behavior of accident victims, of their

attorneys, or of claims adjusters might change if the plan

is adopted. In principle, those involved in resolving a

liability claim determine the victim's economic and non-

economic loss as well as the insured's negligence. In prac

tice, the parties often focus on the total amount of compen

sation that will be paid the victim, without regard for the

specifics of just how much compensation is being paid

for what. It is possible that those involved in resolving a

claim by an uninsured or drunk driver will agree on a

compensation figure that is less than what would have

been paid under the current system, but not by the full

amount that our data suggest is being paid for non-

economic loss.

®See Carroll. Abrahamse, and Vaiana (1995).



To estimate how a partial, rather than full, elimination
of compensation for noneconomic loss to uninsured or

drunk drivers would affect our estimates, we assumed

that despite the formal provisions of the plan, uninsuredf' "unk drivers injured in auto accidents would be com-
ated for either 25 percent or 50 percent of their non-
omic loss, and we estimated the savings in both cases.

Adoption of the plan could also change some drivers'
insurance purchasing behavior. The potential costs of going
uninsured would be increased—uninsured drivers would

not only be in violation of the law, they would not have
access to compensation for noneconomic loss in the event

that they were injured in an auto accident. At the same

time, the plan would reduce the costs of purchasing auto
insurance, relative to the current system. It is possible that
some drivers who would go uninsured under the current
system will choose to purchase insurance under the

plan.

To estimate how an increase in the fraction of drivers

who purchase insurance would affect our estimates, we

assumed that either 25 percent or 50 percent of the unin
sured motorist population chooses to purchase insurance,

and we estimated the savings in both cases.

Our estimates are based on data obtained in a sample
of claims: they are subject to sampling error. Some of these■ms were high-dollar claims, and it is possible that these

^-dollar claims had an undue influence on our results,
vever, high-dollar claims are a fact of life, and

although they are relatively rare, they might indeed have
a real influence on savings under the plan.

To examine the possible effect of sampling error on
our results, we estimated the effects of the plan under
three very different assumptions regarding the sample:
First, we used all the cases in our sample to make nominal
cost estimates. We then dropped the 10 percent of all
cases with the greatest economic loss to obtain a second
set of cost estimates. Finally, we doubled the economic
loss of those in the top 10 percent of all cases to obtain a
third set of cost estimates. It is unlikely that the effect of
sampling error would be as great as the effect of discard
ing or doubling the top 10 percent of the sample.

In sum, we considered the sensitivity of our results
to three alternative assumptions regarding the values of
each of four factors: claim frequency, the fraction of non-
economic loss compensated, the percentage of uninsured
drivers induced to purchase insurance, and the frequency
^k||iy large claims. We calculated relative savings under
^^Vlan under all 81 combinations of the four factors over

the three levels discussed above. The table shows the
results of these calculations.

The first point to be seen from the table is that relative
savings in compensation costs always exceed about 3 percent,
regardless of how we combine the various factors. It
seems quite likely that no-pay/no-play will reduce com
pensation costs in Texas.

The second point is that relative savings in compensation
costs generally exceed 6 percent. Savings drop below 6
percent in relatively few cases, mostly those cases where
drivers negotiate high compensation for noneconomic
losses. Assuming that the terms of the plan are really
put into practice, it seems unlikely that such negotiations
will occur frequently. Thus, it seems quite likely that
no-pay/no-play will modestly reduce compensation costs.

Finally, relative savings rarely exceed 10 percent.
Savings approach and exceed this level when many cur
rently uninsured drivers decide to purchase insurance
after the plan goes into effect, or if we assume that our
data file underrepresents high-dollar claims.

In light of the above, we believe that relative savings
in compensation costs under the plan will fall somewhere
between 6 and 10 percent.

DATA AND METHODS

We obtained detailed information on a random sam
ple of about 4,800 Texas auto accident injury claims closed
with payment during 1992 under the principal auto injury
coverages.^ The data describe each victim's accident,
resulting injuries and losses, and the compensation
obtadned from auto insurance. We combined data from
several sources to estimate insurers' transaction costs,®
including both allocated loss-adjustment expenses (costs,
primarily including legal fees and related expenses,
incurred on behalf of and directly attributed to a specific
claim) and unallocated, or general claim-processing costs,
for each line of private-passenger auto insurance.®

We estimated the effects of the plan on insurance costs
by comparing the costs of compensating the accident vic-

^Insurance Research Council (1994) provides a detailed description
of the database used for this work.

®Carroll et al. (1991). Appendix D, describe the data and methods
used to estimate insurers' transaction costs.

®We do not include claimants' legal costs, the value of claimants'
time, or the costs the courts incur in handling litigated claims. Those
costs do not affect insurers' costs and hence do not affect auto insurance
premiums.



Relative Savings in Compensation Costs Provided by a No-Pay/No-Play Plan
Under Alternative Assumptions, in Texas, by Percent

^laiming Rate
^Jo reduction

Percentage of
Noneconomic Loss

Compensated

None

Percentage of
Uninsured Drivers

Purchasing
Insurance

Compensation Cost Savings Estimates

Nominal

SJ

7.8

9.9

When Top
10% Dropped

63

7.8

9.4

When Top
10% Doubled

53

7.8

10.2

Calculations are based on a representative sample of Texas auto accident injury claims closed with payment during 1992.

tims in the sample under the current insurance system to

the costs of compensating the same victims for the same

injuries and losses under a no-pay/no-play provision. We
included all accident victims—insured and uninsured

drivers, passengers, pedestrians, bicyclists, people injured

in single-car accidents, etc.—in these calculations.

We assumed the proportions of drivers who will pur

chase each available type of auto insurance personal injury

coverage and, by implication, the proportion of drivers
who will go uninsured under Texas's current system.
Given these assumptions, we computed the probability

an accident victim will have access to compensation

^^Ver each coverage, multiplied by the average compen

sation paid to Texas accident victims under that coverage,

and summed over all coverages to estimate insurers'

expected compensation costs under the current system.

We then estimated a break-even premium for the current

system—the amount insurers would have to charge the

average insured driver to recover just what they paid out

in compensating victims and the transaction costs they

incurred in providing that compensation.

We assumed that drivers would make the same insur

ance purchasing decisions under the plan and, by implica

tion, that the same proportion of drivers would go unin

sured. We computed insurers' expected compensation

costs, given those assumptions, and estimated the break-



even premium under the plan—the amounts insurers

would have to charge insured drivers to recover compen

sation costs.

Finally, we calculated relative savings under the•n as the percentage difference between the break-even
|nium under the current system and the one under
plan.

We focused on the effects of the proposed plan on

auto insurers' compensation costs, including both the

amounts they pay out in compensation and the transac

tion costs they incur in providing that compensation. We

neglected the many other factors (e.g., insurers' overhead
and profit margins and investment income) that also affect
insurance premiums.

We focused on the relative costs of the two insurance

systems. Because any factors that proportionately affect

costs under both the current system and the proposed

plan cancel out in the comparison, the results are insensi

tive to changes in such factors over time.

BIBLIOGRAPHY

Abrahamse, Allan P., and Stephen J. Carroll, The Effects of

a Choice Auto Insurance Plan on Insurance Costs, Santa

 Monica, California; RAND, MR-540-ICJ, 1995.

Carroll, Stephen J., and Allan F. Abrahamse, The Effects

of Proposition 213 on the Costs of Auto Insurance in

California, Santa Monica, California; RAND, IP-157-

ICJ, September 1996.

Carroll, Stephen)., Allan F. Abrahamse, and Mary E.
Vaiana, The Costs of Excess Medical Claims for

Automobile Personal Injuries, Santa Monica, California:
RAND, DB-139-ICj. 1995.

Carroll, Stephen )., et al., No-Fault Approaches to
Compensating People Injured in Auto Accidents, Santa

Monica, California; RAND, R-4019-ICJ, 1991.

Insurance Research Council, Auto Injuries: Claiming

Behavior and Its Impact on Insurance Costs, Oak Brook,

Illinois, September 1994.

National Association of Independent Insurers, Private

Passenger Automobile Experience, Des Plaines, Illinois,

1994.

National Association of Insurance Commissioners,

State Average Expenditures & Premiums for Personal

Automobile Insurance in 1996, Kansas City, Missouri,

January 1998.

National Association of Insurance Commissioners, Report

on Profitability, by Line, by State in 1995, Kansas City,

Missouri, November 1996.

RESEARCH BRIEFS ON AUTOMOBILE INSURANCE

RAND research briefs offer readers succinct summaries of research reports. In recent years, the ICJ has published

two research briefs on automobile insurance.

Choosing an Alternative to Tort, Santa Monica,

California; RAND, RB-9024, 1995, no charge;

summarizes "No-Fault Approaches to

Compensating Auto Accident Victims," RAND

RP-229: and "Consumer Choice in the Auto

Insurance Market," RAND RP-254.

How Big Is the Price Tag for Excess Auto Injury
Claims? Santa Monica, California; RAND,

RB-9023, 1995, no charge; summarizes The

Costs of Excess Medical Claims for Automobile

Personal Injuries, RAND DB-139-ICJ.



i_:ilC*-L:5 Oi i — i V^VJiL.5 Hi V^Uiii.

ssue

September 1996

The Effects of Proposition 213 on the Costs of
Auto Insurance in California

Stephen J. Carroll and Allan F. Abrahamse

What Is Proposition 213?

The cost of automobile insurance has been a major public policy issue in California, as in many other
states, for more than a decade. A variety of public and private organizations and individuals have
proposed alternative, purportedly less expensive, automobile insuran plans. But, to obtain the
savings from such plans, the state would have to limit the compensation traditionally provided to
people injured in auto accidents. To date, policymakers confronted with this trade- off have not been
willing to limit accident victims' compensation rights.

Proposition 213, the Personal Responsibility Act of 1996, has qualified for the November 1996
California ballot. The proposition differs from previous proposals in that it would limit the
compensation rights of only those people who were breaking certain laws when they were injured. If
approved, the proposition would bar dnink drivers and uninsured motorists from compensation for
any non-economic losses! 1] resulting from auto accident injuries. It would also bar compensation for
any loss incurred by felons who were involved in auto accidents while committing crimes or fleeing
from them. [2]

We estimated the likely effects of the proposition's provisions regarding uninsured or drunk drivers
on the costs of private-passenger auto insurance. Because of data limitations, we did not consider the
provisions' effects regarding felons or its effects on the costs of commercial auto insurance.

Key Findings

Our analyses suggest that the proposition would reduce auto insurance costs. If current claiming,
negotiating, and insurance-purchase patterns persist, the proposition would reduce auto insurers'
compensation costs for personal injuries by about 10 percent relative to the costs under California's
current auto insurance rules. Given the past relationship between compensation costs and auto
insurance premiums in California, this difference would translate into a reduction of about 5 percent
in the average California driver's auto insurance premiums.

To put this estimate in perspective, we estimated what auto insurance premiums would have been in

http;//www.rand.org/publications/IP/IP157/



.w ^0:51.:> ii i' M Ui j

1994, the most recent year for which we have data on total auto insurance premiums, if the
proposition had been in force then. Statewide, Califomia drivers' auto insurance premiums would
have been about $550 million lower if the proposition had been in force in 1994, a reduction of
roughly $40 to the average Califomia insured driver.

Our results address relative costs; they show the difference between what will happen if the current
system is retained and what would occur if the proposal is adopted. We do not suggest that auto
insurance costs will necessarily fall if California adopts the proposal. Proposition 213 may not
reverse the long-term trend toward higher auto insurance costs. Rather, we suggest that Proposition
213 will slow the rate of growth in premiums so that future premiums would be roughly 5 percent
less, on average, than they would be if the current system is not modified.

Our results address the effects of the proposition on the average Califomia driver. Both the expected
costs of insuring a driver under the current auto insurance system and the likely effects of the
proposition vary from one part of the state to another. For example, the uninsured-motorist rate is
much higher in urban areas than in rural areas. Consequently, the savings that would result from
limiting compensation to uninsured drivers injured in auto accidents would be greater in urban areas.

Because approval of the proposition could engender changes in behavior, we recalculated our
estimates under different sets of assumptions incorporating such changes. We also explored the
sensitivity of these results to sampling error. Although the precise estimates vary from one set of
behavioral assumptions to another, the results generally suggest that the proposition would cut the
costs of compensating auto accident victims by 10 to 13 percent. Thus, our basic conclusion—that
Proposition 213 would result in savings of about 5 percent on the average driver's auto insurance
premiums—holds for all the altematives we considered.

The Probable Effects of Proposition 213: Detailed Discussion

The traditional mles of the tort system govem recovery for auto accident injuries in Califomia. An
accident victim may seek compensation for all economic and non-economic losses from the driver
who caused the accident. However, the victim is entitled to compensation only to the degree that the
other driver is responsible for the accident.

Proposition 213 would eliminate compensation for non-economic losses to uninsured motorists and
to dmnk drivers injured in auto accidents. The proposition would not affect the rights of these drivers
to compensation for economic losses. Nor would it affect the compensation rights of any other person
injured in an auto accident—insured, sober drivers; passengers; pedestrians; bicyclists; etc.—including
passengers injured while riding in cars operated by uninsured or drunk drivers.

In sum, the only accident victims that would be affected by the proposition are

• uninsured or drunk drivers injured by an insured driver

• drunk drivers covered by uninsured-motorist insurance injured by a negligent, uninsured
motorist.

The savings achieved by the proposition would be the amount of compensation for non-economic
loss that would be paid to these victims under the current law, plus the transaction costs—claims
handling and defense costs—that insurers would have incurred in providing that compensation.
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To estimate the effects of Proposition 213, we used data derived from a representative sample of
California auto- accident injury claims closed with payment during 1992.[3] For purposes of the
analysis, we assume that the distributions of accidents, losses, and claimants reported in those data
are representative of the corresponding future distributions. We also assume that, in the future, 30
percent of California drivers will be uninsured and that 90 percent of insured drivers will purchase
uninsured-motorist coverage.

Given these assumptions, we estimate that about 11 percent of future California auto accident victims
will be uninsured drivers injured by an insured driver. Another 2 percent of future victims will be
insured drunk drivers who are either injured by another insured driver or are injured by an uninsured
motorist and have uninsured-motorist coverage. In all, the proposition would bar compensation for
non-economic loss to about 13 percent of auto accident victims. If the costs of compensating
uninsured or drunk drivers hurt in auto accidents are reduced by the average compensation for non-
economic loss paid California drivers hurt in auto accidents, plus the associated transaction costs, the
total costs of compensating auto accident victims would fall about 10 percent.

Personal-injury coverages account for about half of auto- injury premiums; property-damage
coverages account for the other half. Thus, a 10 percent reducdon in the costs of compensadng auto
accident victims translates into a 5 percent reduction in total auto insurance premiums. In 1994, total
auto insurance premiums in Califomia added up to more than $11 billion. Accordingly, if Proposition
213 had been in force then, the costs of auto insurance in 1994 would have been about $550 million
lower:

• Drivers denied compensation for non-economic losses because they were drunk or uninsured
when they were injured would have lost about $360 million. (Because some accident victims
are represented by attomeys paid on a contingency fee basis, a cut of $360 million in accident
victims' gross compensation would be divided between the victims—in the form of lower net
compensation—and attomeys—in the form of lower fees.)

• Because insurance companies would have faced smaller claims from dmnk and insured drivers
injured in accidents, they would have had to pay about $70 mUlion less in claims handling and
defense costs.

• Finally, if insurance companies' other costs (overhead expenses, selling expenses, taxes, and
license fees) vary in proportion to premiums, the companies would be able to cut premiums
$118 million and still earn the same rate of profit.

Possible Behavioral Responses to Proposition 213

The estimates described above assume that past behaviors persist. But it is possible that people will
change their behavior if Proposition 213 is adopted. We speculated about what some of these possible
behavioral changes might be, modified our model to reflect alternative behavioral assumptions, and
re-estimated the proposition's effects. We emphasize that we have no evidence that any of these
behavioral changes will occur if the proposition is approved. Our purpose is to identify the extent to
which our estimates are sensitive to the behavioral assumptions that underlie the calculations.

It is possible that the claiming behavior of uninsured or drunk drivers might change if they could no
longer obtain compensation for non-economic loss. We have found evidence of extensive excess
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claiming for medical costs in auto personal-injury cases across the United States, and particularly in
California. 14J California's current system encourages excess claiming as a means for leveraging
greater compensation for non-economic loss; by eliminating that incentive to affected drivers,
Proposition 213 would discourage fraudulent or excessive claims. At the same time, many accident
 victims rely on compensation for non-economic loss for the funds needed to pay their attorney;
eliminating this source of funds to affected drivers may reduce their ability to obtain an attorney and,
consequently, may discourage some legitimate claims.

The civil justice policy implications of reducing the frequency of excessive claims are very different
from the policy implications of reducing the frequency of legitimate claims. But from a cost
perspective, the two look the same: Fewer claims imply lower costs.

To estimate how reducing the frequency of claims—excessive claims, legitimate claims, or some
combination-would affect costs, we assumed that adoption of Proposition 213 would result in either
a 25 percent or a 50 percent reduction in the frequency of claims by drunk and uninsured drivers, and
estimated what the savings would be in each case.

The negotiating behavior of accident victims, of their attorneys, or of claims adjusters might change
if the proposition is adopted. In many cases, objective measures of an accident victim's non-economic
losses or of the insured's negligence or both are not available and are determined in the course of
negotiations. Our data reflect the results of those negotiations as they are conducted in the context of
Califomia's current insurance system. It is possible that under the proposition those involved in
resolving a claim by an uninsured or drunk driver will agree on a compensation figure that is less than
what would have been paid under the current system, but not by the full amount that our data suggest
is being paid for non-economic loss.

To estimate how a partial, rather than full, elimination of compensation for non-economic loss to
uninsured or drunk drivers would affect our estimates, we assumed that, despite the formal provisions
of Proposition 213, uninsured or drunk drivers injured in auto accidents would be compensated for
either 25 percent or 50 percent of their non- economic loss and estimated what the savings would be
in each case.

Adoption of the proposition could also change some drivers' insurance-purchase behavior. The
potential costs of going uninsured would be increased—uninsured drivers would not only be in
violation of the law, they would not have access to compensation for non-economic loss if they were
injured in an auto accident. At the same time, the proposition would reduce the costs of purchasing
auto insurance relative to the current system. It is possible that some drivers who would go uninsured
under the current system will choose to purchase insurance under the proposition.

To estimate how an increase in the fraction of drivers who purchase insurance would affect our
estimates, we assumed that either 25 percent or 50 percent of the uninsured-motorist population
chooses to purchase insurance and estimated what the savings would be in each case.

Our estimates are based on data obtained in a sample of claims; they are subject to sampling error.
Some of these claims were high-dollar claims, and it is possible that these high-dollar claims had an
undue influence on our results. However, high-dollar claims are a fact of life, and although they are
relatively rare, they might indeed have a real influence on savings under the proposition.

To examine the possible effect of sampling error on our results, we estimated the proposition's cost
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effects under three very different assumptions about the sample: (1) We used all the cases in our
sample. (2) We dropped the 10 percent of all cases with the greatest economic loss. (3) We doubled
the economic loss of cases in the top 10 percent of all cases. It is unlikely that the effect of sampling
error in a file of 6,000 cases would be as great as the effect of discarding or doubling the top 10
percent of the sample.

In sum, we considered the sensitivity of our results to three altemative assumptions about the values
of each of four factors: claim frequency, the fraction of non-economic loss compensated, the
percentage of uninsured drivers induced to purchase insurance, and the frequency of very large
claims. We calculated relative savings under Proposition 213 under all 81 combinations of the four
factors over the three levels discussed above.

Table 1 shows the results of these calculations.

Table 1

Relative Proposition 213 Savings (%) Under Alternative Assumptions

Cost Savings
Estimates

Claiming
Rate

No claiming
reduction

Proportion

of Non-

Economic

Loss

Percentage

of

Uninsured

Drivers

n  GettingCompensated ,
Insurance

No non-

economic 0%

Drop Double
Nominal Top Top

10% 10%

25% of non-

economic

25%

claiming
reduction

50% of non-

economic

loss

No non-

economic
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50% 13.2 12.8 14.4

25% of non-

economic

loss

0% 9.5 8.8 10.1

25% 10.8 10.3 11.7

50% 12.2 11.9 13.3

50% of non-

economic

loss

0% ■ 7.1 8.1

25% [  9.4 mm 10.1

50% 11.1 12.1

50%

claiming
reduction

No non-

economic

loss

25% of non-

economic

loss

50% of non-

economic

loss

12.0 13.6

12.9| 14.4|

13.711 1^

10.9 12.2

12.0| 13.3

1^1

Maximum

Top quartil

Median

Bottom

quartile

Minimum

The results in Table 1 support three important conclusions.

First, relative savings always exceed about 5 percent, regardless of how we combine the various
factors. It seems quite likely that Proposition 213 will reduce compensation costs.

Second, relative savings generally exceed about 10 percent. Savinp drop below 10 percent only in
the relatively few cases in which drivers negotiate high compensation for non-economic losses. If the
terms of the proposition are really implemented, it seems unlikely that such negotiations will occur
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frequently. Thus, it seems quite likely that Proposition 213 will modestly reduce compensation costs.

Finally, relative savings rarely exceed about 13 percent. They do so only when many currently
uninsured drivers decide to purchase insurance after Proposition 213 goes into effect and/or if we
assume that our data file under-represented high-dollar claims.

In light of these findings, we believe that the relative savings under Proposition 213 will fall
somewhere between 10 and 13 percent.

Data and Methods

We obtained data from closed-claim surveys conducted by the Insurance Research Council.[5J These
surveys obtained detailed information on a random sample of about 6,000 California auto-accident
injury claims closed with payment during 1992 under the principal auto-injury coverages. The data
describe each victim's accident, resulting injuries and losses, and the compensation obtained from
auto insurance. We combined data from several sources to estimate insurers' transaction costs,[6j
including both allocated loss-adjustment expenses-costs, primarily legal fees and related expenses,
incurred on behalf of and directly attributed to a specific claim-and unallocated, or general claim-
processing costs, for each line of private-passenger auto insurance.[71

We estimated the effects of Proposition 213 on insurance costs by comparing the costs of
compensating the accident victims in the sample under the current insurance system with the costs of
compensating the same victims, for the same injuries and losses, under Proposition 213. We included
all accident victims-insured and uninsured drivers, passengers, pedestrians, bicyclists, people injured
in single-car accidents, etc.—in these calculations.

We assumed that the proportion of drivers who will purchase each available type of auto insurance
personal-injury coverage and, by imphcation, the proportion of drivers who wiU go uninsured under
California's current system will be about the same as those today. Given these assumptions, we
computed the probability that an accident victim will have access to compensation under each
coverage, multiplied by the average compensation paid California accident victims under that
coverage, and summed over all coverages to estimate insurers' expected compensation costs under the
current system. We then estimated a break-even premium for the current system—the amount insurers
would have to charge the average insured driver to just recover what they paid out in compensating
victims and the transaction costs they incurred in providing that compensation.

We assumed that drivers would make the same insurance- purchase decisions under the proposition
and, by implication, that the same proportion of drivers would go uninsured. We computed insurers'
expected compensation costs under these assumptions, and estimated the break-even premium under
the proposition-the amount insurers would have to charge insured drivers to just recover
compensation costs.

Finally, we calculated relative savings under the proposition as the percentage difference between the
break-even premium under the current system and the one under the proposition.

We focused on the effects of the proposed plan on auto insurers' compensation costs, including both
the amounts they pay out in compensation and the transaction costs they incur in providing that
compensation. We neglected the many other factors (e.g., insurers' overhead, profit margins, and
investment income) that also affect insurance premiums.
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We focused on the relative costs of the two insurance systems. Because any factors that
proportionately affect costs under both the current system and the proposed plan net out in the• comparison, the results are insensitive to changes in such factors over time.
References

Abrahamse, Allan F., and Stephen J. Carroll, The Ejfects of a Choice Auto Insurance Plan on
Insurance Costs, Santa Monica, Calif.; RAND, MR-540- ICJ.1995.

Carroll, Stephen, Allan Abrahamse, and Mary Vaiana, The Costs of Excess Medical Claims for
Automobile Personal Injuries, Santa Monica, Calif.: RAND, DB-139- ICJ, 1995.

Carroll, Stephen, et al., No-Fault Approaches to Compensating People Injured in Automobile
Accidents, Santa Monica, Calif.: RAND, R-4019-ICJ, 1991.

Insurance Research Council, Auto Injuries: Claiming Behavior and Its Impact on Insurance Costs,
Oak Brook, 111., September 1994.

National Association of Insurance Commissioners, State Average Expenditures & Premiums for
Personal Automobile Insurance in 1994, Kansas City, Mo., January 1996.

[1] Economic losses include an accident victim's medical costs, lost wages, burial expenses,
replacement service losses, and other pecuniary expenditures. Non-economic losses include physical• and emotional pain, physical impairment, mental anguish, disfigurement, loss of enjoyment, and
other nonpecuniary losses.

[2] Felons would be allowed to collect damages for intentional acts of harm against them.

[3] The data were collected by the Insurance Research Council (1994) from 61 insurance companies
that together accounted for about 77 percent of California's private-passenger automobile insurance
(by premium volume) in 1992.

[4] See Carroll. Abrahamse. and Vaiana (1995).

[5] Insurance Research Council (1994) provides a detailed description of the data.

[6] Carroll et al. (1991), Appendix D, describe the data and methods used to estimate insurers'
transaction costs.

[7] We do not include claimants' legal costs, the value of claimants' time, or the costs the courts incur
in handling litigated claims. Those costs do not affect insurers' costs and, hence, do not affect auto-
insurance premiums.

The mission of the Institute for Civil Justice is to help make the civil justice system more efficient and
more equitable by supplying policymakers and the public with the results of objective, empirically based, analytic research. ICJ research is supported by pooled grants from corporations, trade and
professional associations, and individuals; by government grants and contracts; and by private

http://www.rand.org/publications/IP/IP 157/



foundations. The Institute disseminates its work widely to the legal, business, and research
communities, and to the general public.

For additional information about the Institute for Civil Justice, call Deborah Hensler at (310) 393-
0411, x6916, or write to: 1700 Main St., P.O. Box 2138, Santa Monica, CA 90407-2138. Internet
(Deborah_Hensler@rand.org).

A profUe of the ICJ, abstracts of its publications, and ordering information can be found on RAND's
home page on the World Wide Web (http://www. rand .org/centers/icj).

RAND issue papers explore topics of interest to the policymaking community. Although issue papers
are formally reviewed, authors have substantial latitude to express provocative views without doing
full justice to other perspectives. The views and conclusions expressed in issue papers are those of the
authors and do not necessarily represent those of RAND's research sponsors.

RAND is a nonprofit institution that helps improve public policy through research and analysis.

Results of specific studies are documented in other RAND publications and in professional journal
articles and books.

IP-157

Copyright © 1996 RAND

All rights reserved. Permission is given to duplicate this on-line document for personal
use only, as long as it is unaltered and complete. Copies may not be duplicated for

commercial purposes.

RAND is a nonprofit institution that helps improve public policy through research and
analysis. RAND's publications do not necessarily reflect the opinions or policies of its

research sponsors.

Published 1996 by RAND

This Issue Paper is also available in ]

RAND's Home Page

http://www.rand.org/publications/IP/IP157/



-. ■S
26.1-40-22

Source: S.L. 1985, ch. 316, § 17
Denvation: N.D.C.C. 26-31-05.

insurance

Source: S.L. 1985, ch. 316 § 17
Derivation: N.D.C.C. 26-31-06.

CHAPTER 26.1-41
AUTO ACCIDENT REPARATIONS
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26.1^1-01. Defimtions. As used in this chapter:
1. .Accidentidbo^ly injury" means bodily injury, sickness or disease

including death resulting therefrom, arising out of the operation of avelucle, and »hich ia accidental J to the^X cWm^J
b^ic or optional excess no-fault benefits.2. Basic no-fault benefits" means benefits for economic loss resultingfrom accidental bodily injuiy. The maximum amount o? Task no
fault benefits payable for all economic loss incurred andfrom accidental bodily injury to any one person as the rVsuTt of anv
one accident may not exceed thirty thousand dollars, regardless of
the number of persons entitled to the benefits or the number of basicno-fault iMurers obligated to pay the benefits. Basic no-fault benefits payable m^ not exceed one hundred fifly dollars per week per
person prorated for any lesser period for work loss or survivors'income loss or thr^ thousand five hundred dollars for fimeral cre
mation, and bunal expenses. '

4. "bZ" me"^^ i^^er" means an insurer or a qualified self-insurer.
^  go^e"«nental agencyand operated for the transportation of children to or from school
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or privately owned and operated for compensation for the trans
portation of children to or from school.

b. Any motor vehicle owned by a charitable, religious, educational,
or governmental corporation or organization designed for carry
ing more than ten passengers and used for the transportation ot
persons not for compensation.

c. Any motor vehicle owned by a political subdivision and operated
as part of a public transit system in which all or a portion of the
costs of operation are subsidized by the political subdivision or
the federal government.

5. "Dependent survivors" means the surviving spouse of a dweased
injured person if residing in the deceased's household at th^ime of
the deceased's death, and other persons receiving support ̂ m the
deceased injured person at the time of the decea^ s death which
would qualify them as dependents of the deceased for fe<ieral income
tax purposes imder the federal Internal Revenue Code. The depen
dency of a surviving spouse terminates upon remamage.

6. "Disability" means the inability to engage in substantially all of the
iniured person's usual and customary daily activities.

7. "Economic loss" means medical expenses, rehabilitation expenses,
work loss, replacement services loss, survivors' income loss, survi
vors' replacement services loss, and funeral, cremation, and bunal

8. "Injured person" means a person who sustains accidental bodily in-

9. ̂ Sedical expenses" means reasonable charges incu^^ for neces
sary medical, surgical, x-ray, dental, prosthetic, ambulance, Imspi-
tal or professional nursing services or services for removal treat
ment and care rendered in accordance with a recognized reli^ous
healing method. Medical expenses do not include that portion ot the
charge for a room in any hospital, clinic, convalescent or
home, extended care facility, or any similar facility in excess of the
reasonable and customary charge for semiprivate accommodations
unless intensive care is medically needed. i j u

10 "Motor vehicle" means a vehicle having more th^ ttoee load-be^-
ing wheels, of a kind required to be registered under the laws of this
state relating to motor vehicles, designed pnmanly for operation
upon the public streets, roads, and highways, and dnven by power
other than muscular power, and includes a trailer drawn by or at
tached to such a vehicle.

11 "Noneconomic loss" means pain, suffering, mconvemence.^d other
rmnpecjiniary damage recoverable under the tort law of this state.

12 hOcguw^* means to be in or upon a motor vehicle or engaged in
the immec^te act of entering into or alighting from the motor vehi
cle.
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owner"

21. "Serious injury" means an accidental bodily injury which results in
death, dismemberment, serious and permanent disfigurement or
disability beyond sixty days, or medical expenses in excess of two
thousand five hundred dollars. An injured person who is furnished
the services in subsection 9 without charge or at less than the aver
age reasonable charge for the service in this state is deemed to have
sustained a serious injury if a court determines that the fair and
reasonable value of the services exceeds two thousand five hundred
dollars. . .

22. "Survivors' income loss" means loss sustained after an injured per
son's death by dependent survivors during their dependency and
consisting of the loss of the contributions they would have received
for their support from the decedent out of income from work the
decedent would normally have performed had the decedent not died.

23. "Survivors' replacement services loss" means expenses, not to ex
ceed fifteen dollars per day after the injured person's death, by de
pendent survivors in obtaining ordinary and necessary services from
others not members of the decedent's household in lieu of the ser
vices the decedent would have performed not for income but for the
benefit of the decedent's household.

24 "Work loss" means eighty-five percent of loss of income from work
an injured person who would normally be employed in gainful activ
ity during the period of disability, would have performed had the
person not been injured, reduced by any income from substitute
work actually performed by the injured person or by income the
injured person would have earned in available appropriate substi
tute work that the injured person was capable of performing but
unreasonably failed to undertake. Work loss does not include any
loss after death of an injured person.

Source: S.L. 1985, ch. 316, § 18; 1985, ch. Entitlement to No-Fault
132 f 3- 1991, ch. 322, I 1; 1991, ch. 323, One becomes entitled to no-fault tenefits
.  .' under the condition of occupancy of the vehi-
'  N n r r 26-41-03 cle, not on foreseeability of accident. Ertelt v.Derivation. N.D.C.C. 26-11 03. EMCASCO Ins. Co., 486 N.W.2d 233 (NJ).
Disability. 1992).

Source: S.L. 1985, ch. 316, § 18; 1985, ch.
332, f 3; 1991, ch. 322, I 1; 1991, ch. 323,
4 1.
Derivation: N.D.C.C. 26-41-03.

Disability.

—Not Shown.

Where plaintiff did not miss any work be
cause of an auto accident, nor did he expect to
miss any work in the future, and when asked
if there were things that he could not do that
were related to the accident, he responded
"No," and where plaintiff presented no evi
dence that any of his daily and customary
activities were substantially affected by the
accident, while plaintiff may have been in
jured, the evidence raised no issue of
rial fact that his injuries constituted a "dis
ability." Ellingson v. Knudson, 498 N.W.2d
814 (N.D. 1993).

Medical Expenses.
Medical expenses do not have priority over

any other form of economic loss. St. Alexius
Hosp. V. Eckert, 284 N.W.2d 441 (N.D. 1979).
The "reasonable degree of medical cer

tainty" standard does not apply to medical
expenses that have already been incurred.
Erdmann v. Thomas, 446 N.W.2d 245 (N.D.
1989). . , ̂
Expert medical testimony Is not required to

lay the foundation for the admission of medi
cal bills or expenses into evidence. Erdmann

Thomas, 446 N.W.2d 245 (N.D. 1989).
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26.1-41-07. Persons not entitled to benefits. Basic or optional ex
cess no^ault benefits are not payable to or on behalf of any person while:

1. Occupying any motor vehicle without the expressed or implied con
sent of the owner or while not in lawful possession of the motor
vehicle.

2. Occupying a motor vehicle owned by such person which is not in-
sured for the benefits required by this chapter unless uninsured
solely because the insurance company of the owner has not filed a
form pursuant to subsection 2 of section 26.1-41-05 to provide the
basic no-fault benefits required by this chapter.

3. During a racing or speed contest, or in practicing or preparing for a
racing or speed contest.

4. Intentionally causing or attempting to cause injuiy to oneself or
another person.

Source: S.L. 1985, ch. 316, § 18.
Derivation: N.D.C.C. 26-41-08.

Eligibility.
Under section 26.1-41-08(2), two require

ments must be satisfied before a secured per
son can claim the secured-person exemption
against an injured person who is not the
owner of the unsecured vehicle: the injured
person must be a person who may qualify for
no-fault benefits under section 26.1-41-06
and the injured person cannot be excluded
from no-fault coverage under this section.
Van Klootwyk v. Arman, 477 N.W.2d 590
(N.D. 1991).

Hunting Accidents.
This section does not exclude from coverage

a person injured in a hunting accident while
he is occupying his own car. Weber v. State
Farm Mut. Auto. Ins. Co., 284 N.W.2d 299
(N.D. 1979).

Indians on Reservation.
This section does not exclude from benefits

enrolled Indians who are iiyured in automo
bile accidents occurring on an Indian reserva
tion. State ex rel. Moug v. North Dakota
Auto. Assigned Claims Plan, 341 N.W 2d 623
(N.D. 1983).

Collateral References.
No-fault insuremce; general release of tort-

feasor by accident victim as affecting automo
bile insurer s obligation for personal injury
protection (PIP) benefits, 39 A.L.R.4th 378.

26.1-41-08. Secured person exemption.
1. In any action against a secured person to recover damages because

of accidental bodily injury arising out of the ownership or operation
of a secured motor vehicle in this state, the secured person is exempt
from liability to pay damages for:
a. Noneconomic loss unless the injury is a serious injury.
b. Economic loss to the extent of all basic no-fault benefits paid or to

become payable for such injury under this chapter after
subtracting the same elements of loss recoverable under any
workers' compensation law.

2. The exemption imder subsection 1 does not apply imless the person
who has sustained accidental bodily injury is a person who may
qualify for basic no-fault benefits pursuant to section 26.1-41-06 and
who is not excluded under section 26.1-41-07.




