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. PREFACE ,

"~"{(/.:'~'; ':,":,' ' ;.,:?:'.:::;:'~:,~.. ',:", ,,<,',:}~::~~;;.:.:: .. :,>"i" ,':::';0' ,: ' ,,',:

This study was ullder~akeri';«i:~t:ithe.reqUest of
Senator Michael O. Freeman.<;'j~fi!i8a general
overview of Minnesota's No-Fault> Insurance Act.
The first two' section"of;cthe!'W~ep0J:t revlewing the
ori9inal and current.ta~us o~i~~,t:heactweJ:'e
written by Daniel P. McGowan ,gSenate Counsel. Mr.
McGowan is a1.so responsible for the Appendices.
Sections III and IV,f.1e.lin9with;:.tate~by-state

comparisons and no-fault goals,. were written by
Mark R. Misukanis, Senate Research. Section V
outlines problems with>the current no-fault law.
Overall editing of the report and preparation of
the final draft were the tasks of Patrick J.
McCormack, Senate Research, who may be reached at
296-0558.
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Over the course of mari~#fitrccltjjdlln9ll.Shco...on law has
developed a system for compenS~1:~llqipeoJ;);~,injuredinall types
of accidents. This systemJ:'equ~r.es'(the\fPf!rsonwho was at faul t
in causing the accident topaY"'lllori~'tary,'-'d8Jl\ageatothe person who
was injured. Lawyers refex::,.to.("th:i'8rf;i~syst.4!1ft,;::asthe"tort" system,
and it is a system based e'Ccl\.ljl:~~~Yon,,/.~~u~t.Witha few
exceptions and mOdifications,,~n~~·)·is.tKesystemthatoperates
throughout the United Stat~8 today.')"" "',,'.. '

. '-';'.i·'<,;, . . ". :;[~i.\;·.r':::,

Under this faul t-baSed8ysf~m;;,.:Lns~~'~nceis purchased to pay
for the damages that an insured,iipeX'.onc,!-~ses. This type of
insurance is known as "liability,,~1:i!lsurance".becauseitpays only
when the insured person is legallY>:iliableto pay another person.

In order to recover from\~ifi~b~;~lty<lnsurance,aclaimmust
be made by an injured person aqalnst:.aninsured person, based on
the insured person's fault.some~~es a lawsuit must be com
menced to make that recoveX'Y.Aaa"iresult of the lawsuit a trial
may ensue, but most lawsuits are concluded by some type of
settlement in which the liability insurance company makes a
payment to the claimant, in exchanqe for the claimant's agreement
not to further pursue the claim~

Neither tort law nor liability insurance is designed to pay
for harm that persons accidentally inflict upon themselves.
Automobile accidents include a large number of incidents of
self-inflicted injury, especially one-car accidents •.•.........,Those
injured in a one-car accident tha~;:lsself-inflictedmayhave no
recourse under the tort-liabilit:.ysystem.

The no-fault insuranceSys~~lIlhasb~~~ developed over the
last three decades as an altern~tiv,.e.to the tort-liability
system. ,The key characteristic of a'no-fault·automobile insur
ance system is that, certainexPensesresultinq from:~he personal
injuries of an automobile owner,thEiownEir's,family"and the
driver and occupants of the owner's""ehicle<are paid by the
owner's insurance company, regardless of;-whofis at fault in
causing the auto accident. People"buy no... fault insurance to pay
for their own injuries, which is/whY'it is often referred to as
"first person" coveraqe. ' '

,,'>-, ,',', ',',.,:-:-,:-.'

No-fault laws were enacted/,to 'femedy perceived problems
under the fault-based system whieh'included:)!j;

(1) lack of compensati.on)t~i~()me~uto,accidel\~i':~ictims,
such as an injured drivE!r/,who,Jfsat fault or a person
injured by the fault of an uninsured driver;



;i!,~'ihabilitatlon treatment;

"'.::',:,:';::.

t0auto insurance law is to
nses of auto accident
ul'posesinclude:

.·;,~i.~k minor auto accident

delay in paymentsnee~~~';~:(~~{i~~~cal
rehabilitation services,!!"'" ",C'i'i<

uncertainty of th~J~fil;';fiS~;ec:oveiy,

overburdening of the:
claims1 and

excessive relianc~;o

prompt payment forilrted'

prompt payment

(2)

*

*

(3)

(4)

*

(5)

*

The primary purpose oii'~ri~
assure compensation for the, bas
victims, regardless of fault. .

- 2 -

'expenses;
.'.<;::.(\\,: :~,"';,('-" ,."

reducing litigatic)ri:~; p~r ,c;.a:rlY for claims involving
small, known expenses "l!lntiY~iW

removing disputes betweell?~l\surance companies from the
court system. ' ".' i,.

This report is written in five sections. Sections I and II
describe the current act, focusing on its major provisions. The
third section sets the Minnesotaactin;the.context of the
compensation systems adopted int.he.,other 50 states. It also
specifically compares the provision. of Minnesota's no-fault law
with those of the other states that<a.lso have adopted no-fault.
The fourth section reviews.thedata)~{()nno...faultresul ts nation
wide and in Minnesota since enactment.:In.addition, it assesses
the success of no-fault inreachlncjW!,ltsiS90al~{>Thefinalsection
outlines problems with the ,currel'lt~lnnf!sotano~~,ault,law. As an
aid to understanding the init1al',po~~ti0l'ls in the development of
the no-fault act, appendices setting.;:thehistoricalcontext of
the no-fault act and comparing prio~"Houseand Senate bills are
included. ~
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Basic ProvisionsA.

The Minnesota No-Fault ·Actiof,!974n.a.de;,three major changes
from the way auto insurance; had',bee~f(previous~y.,~reated. First,
it created a new form of first-p~r~Y),~ins\1ran~!~,;;\k;:.basiceconomic
loss insurance. necond, the act'.In~cie:insur~l').ce~'~ompulsory,
meaning that, as a condition toj~e9~stratiC:>I\';;;c:>f;~nautomobile,
the owner was required to showitJiat:aplano~;reparationsecurity
had been provided. Third, theact.·,imposedcertain limitations or
thresholds in the right to suefc:>tfcil1lna9'~s\inatortaction. The
compulsory first-party insuranett~):t.()qethe:rwith .the tort thresh
olds, gave the Minnesota act the(;;;(::har:ac~4!r:isticsof what is
referred to as a "modified" no-fa\1ltplari.

"<»:"~ >',:Y},'~V'}i~/i:
;:'->">'S~;,:;,ji::':'(/:;'\';'::" "::: <,'

""';';<, ,'c'" }:",::::-;~'(:"';}::::y; :,

",:" '. ,''-::' -, ,"·:J,,~~{:~:i~;:·;,:,\.:~·,,; :.: i.:-?{>: :;'/?
Subject to certain excePti()~si;;!;~he,.ctis.designed to ensure

that all individuals whosustain::'i1nj\1ry arisinqout of the
maintenance or use of a motor vehicle in Minnesota, or in some
cases outside Minnesota, willbeerit.itled to receive basic
economic loss benefits. The aCi:r:equires all.0Wl'1ers of motor
vehicles registered, licensed ,or"principally qaraqed in
Minnesota to maintain a plan of ,insurance complying with the act
during the period in which the operation or use of the motor
vehicle is contemplated.

Non-resident owners of moto~vehicles not required to be
registered, licensed, or which are not principally garaged in
Minnesota are also subject to the. security requirements of the
act, although in a much more limited' form. (1)

All plans of reparation security (insurance) must provide
coverage for basic I!conomic.loss,b4!1'lefits totaling $40,000,
consisting of $20,000 in medical/e"pensecoverage and an addition
al $20,000 in coverage for other: specific types of economic
loss. (2) In addition to basic'e'conomic loss insurance, the act
requires insurance coveragetoihclude liability insurance in the
amount of $30,000 per personfo~;bodily injury with 11,$60,000
per-accident limit, and $lO,OOOlnc:overage for property dam
age.(3) The act also requires owners of motor vehicles regis
tered or principally garaged in Minnesota to have uninsured and
underinsured motorist coverage in an amount of $25,000 per person
for bodily injury with a $50,000 per-accident limit. (4)

In addition to compulsory basic economIc: loss, residual
liability, and uninsured-underinsured motorist insurance, the act
as initially adopted required j.nsurers to offer insured persons
additional medical expense coverages.and.additional residual
liability insurance. (5) Insurers also were initially required to
offer basic economic loss benefits to all persons who purchased
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Tort claims are still possible. under the Minnesota no-fault
laws, but only in a very limited set of circumstances. If a tort
action is anticipated, an injured.individual,mustconfront the
potential limitations of the tort offset and tort threshold
provisions of the no-fault act. (13 The offset and threshold

In general, drivers oroccupahti.. \of<buainea.·.·vehicles are
covered by the plan of insurancecoverinq those vehicles. (9)
Pedestrians who are injured by.a.b\1sineas vehicle, but who are
not drivers or occupants of other involved motor vehicles, will
be entitled to recover under the'policycoverinq the business
vehicle. (10)

In cases involving private motor vehicles, the usual priori
ty for an injured person will be the plan of insurance under
which he or she is insured.(ll). If the<;injured person is not
insured, but is a driver or occupant of an insured motor vehiclA,
the applicable plan of securityisthatcoverinq the vehicle.
Uninsured lndividuals who are neither drivers nor occupants of an
insured motor vehicle recover under ,the plan •.'of insurance cover
ing any involved motor vehicle. (12)

The priority scheme for indivi~ualtl<seeJdncj,torecover
uninsured or underinsured mot0J:'ists'i),benefits is not controlled by
the no-fault act. The order inwh1:chthose insurance coverages
apply in a given accident is governed by a series of Minnesota
Supreme Court decisions which will;be discussed ina later
section dealing with uninsured-underinsured motorist coverage.

C. Tort Claims
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1) permanentdIsfiqurement ,
eath,or (4) disability for

\~~;-'

urat least$4~OOO in

(b)

":',-.;""

The threshold requires I ii',;

(a) that the injuredividt
medical expenses,ior:i<

provisions are desiqned to\el\j~ie5 ... atartlnj~r~~i.ridividual
recovers in tort only for loss'uncompensatedfor;bythe no-fault
system· .. ·f~';i

The no-f aUlt sys tem .1ri~J.\ici~~A'~"'A~~:~~~Y~'!i.~~~·(;;f~~~~bal" damage
thresholds. Accidents requ:l.ring\E~aym.I'l~8'.e.b()'\r~Jf.:financialthresh
olds are said to "exhaust"<these 1;'1ID:I.~.~;~!~,andgt;t.~i:t.:·;:claimsmay be
used to recover damaqes in:exces ..f'~~:thf!\~e"f!n.~c.lallim:l.ts. In
addition, the tort thresholds reqUii'e, a':\!serious;'i:l.njury before
recovery for these damaqes.willY;i~e,~4,!llowed"(14). The' intent is to
reduce the cost of the no-fault.;i<!y!~embyelim1natinqlit:l.gation
expenses that would otherwise.:~e;'1tncurredinthe resolution of
minor tort claims. " . "

'>·:··\}~';j:,?if:';)' ,',',

The tort threshold appIi~:"bh(toa lawsuit to recover.' for
personal injuries. A lawsuittoi;recover for damage to property,
such as damages to an automobil.im~ybebrouqht without meeting
the tort threshold. '.. ';'<&."

",-""::·<,<>';"·'t{@;}:;·:·,,
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The Right to Benefits;A.

Minnesota Statutes,Sectic)n)6SS.46, expresses the policy
behind the no-fault act: that ,eyeryone injured in the state,of
Minnesota throuqh maintenance.ori:useof a motor vehicle has the
riqht to no-fault benefits~ However, not all injuries will be
covered. For example, injuriesrec:eived while on,mountinq, or
aliqhtinq from a motorcycle are exempt.

1. Motorcycle Inju~ies

The severity of motorcycl.e injuries and the resultinq
expense made drafters think itjinec;uitableto burden the motorinq
pUblic with the cost of motorcycle~accidents. Therefore, even if
an automobile is involved ,in a collision with a motorcycle,
causinq injury to those ridinqonthe motorcycle, the injury does
not qualify for no-fault benefits.;';Sinceno-faultbenefits are
not payable for the person iJ1jured,)~hilEtridinqmotorcycles,
there is no tort threshold requiJ:'el'l\ent",and' the ,victims of
accidents involvinq motorcycles are therefore left to the tort
system to seek recovery.f~

;"\

:,{:.. "<,,:.,;:;tj"·
<- ,. 'i~-' .

_;:.:::-{t.;.i, '-'\'.".",';
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II. UPDATE ON TSE CURREN'l':rMINNESOTA NO"FAULT LAW

Since the enactment Ofth~ii~~~~esgt~N()~~~ultAct in 1974, a
number of amendments to the act and);various cou~,t,decisions
interpretinq the act have,brou9~ti;the lawtoit~>,pre8entBtate.
These amendments and courtdecJ.8!~~larenumerOU8(anda complete
listinq of them wouldbeamonuJil~ntaltask., In'orderto hrinq
the act into current focus,;thr••;,:lmpor~~nt areas of the 4~t are
discussed in the remainderOf·thlll.,~IJ.ect:i~n. Those three A.treaS
are: the riqht to collect.j,ba8l~;~~~~)ftomicloss bene,fits ,
uninsured-underinsured motorist',coveraqe, and stackinq of cover-
aqes • .'. ·,·····"i','IF

~:.' ',." ;

.- .' ">:'.;~<.'

In Feick 'I. State Farm Mut1iar:j:1'iutolns. Co., (15) a mi.nor was
injured when hIs bIcycle was struck;by a motorcycle. A claim was
made for no-fault bonefitsunderthttpolicy.purchased by the
child's parents. Tha Minnesota Supreme Court held that the
accident did not qualify for no"fault benefits because a "n'lotor
vehicle" was not involved.

Althouqh the statute doesirtot<extend no-fault benefits to
motorcycle accidents, some insurance policies may do so. As
mentioned above, the initial no~fault act required the offer of
optional no-fault benefits to motorcycles, due to the hiqh cost,
relatively few were actually purchased and intentionally issued.
Perhaps one reason some insurers have included coveraqe for an
insured person beinq "struck bya motorcycle" is that these
injuries do qualify for uninsured motorist coveraqes. In
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where the
down by a
were

2.

The scope and coveraq~'c~:Of,~;;,,'';'fault act is limited to the
United States, all United .S~at••~~'''es.ion., and Canada. A
Minne.ota policy must ata,miniift'\1Il\'::re'xtendits per.onal injury
protection to injuries occ\irril'lcf",£tl'i.in"thisarea., The scope of
the act for out-of-state aC'cidenti" s',further limited. Out
of-state accident. occurrinCJ,~f~m'eilft~intenance<·al'l~.useof a
motor vehicle which is oneof;:f~v.f,()rmore vehicles<under common
ownership, and reqularly 'u.•ec!'.t."~~it:tie. course <of the business
transporting person. or propert: ...• not covered beyond the
Minnesota state line. 'ct ' "

An insured per.on i .. i~ht!~~~~:ito collect under a Minnesota
policy providing coveragefor~i'lY';m()torvehicle accident regard
less of where the l1ccident"occurred'as lonq' as it is within the
above-mentioned geographicarea~ In this sense, the no-fault
coverage is a personal coverage~,;:that follow•. the individual.

3. Definitions of Motor ,Vehicle Use

Another issue concerning the right ito benefits has been the
definition of "maintenanceoru•.e~of ai/motor vehicle. In
general the rule in Minnesotai.. ,statedsimply as ~ question of
whether there is a connection· b.etwt!t!n the injury and the use of
the vehicle for transportation. purposes. This question revolves
around whether a "vehicle"was}inv()l"edinthe accident, keeping
in mind that what may be a vehi'c:1Ei,ii,£()r, purposes of the statute
may differ in various sectionsof,x,~heri()-fau~tlaw and under
various types of policies. Furtherinore,(the'Minnesota Supreme
Court has looked at the "maintenance ,and use of a motor vehicle"
question with a view towarddetermlnin9'",het~ertherehas been a
c,llusal connection betweenthe.tnjury<and;the<useof the vehicle,
and whether the use of the vehicle "was for transportation pur
poses_:,:__>,::'" .. _-.".l;J;;1/i\'

In other words, legal issti~~>~~ve revolved ar~und whether
specific machines were motor vehicles under the terms of the act,
and also around whether the injurie's actually came from the
operation of the motor vehicle,or:V:",ere .unconnected to the use of
the motor vehicle.'

In the Nadeau v. Austin Mutllal.,Ins.co. case, (17) the
Minnesota Supreme Court decIded the question of the availability
of no-fault coverage when thereiwasan injury in connection with
the use of a motor vehicle, in<asi1::uation where the injured
party did not come in contact with.the motor vehicle. In the

- 7 -
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B. Uninsured-Underinsured Motdrlj~kCoveraqe.

Another case in this iZ'ea'!';;";~"we8tBend Mutual In••. Co.
case, (19) in which a pa8se~ger~ria~~'f!d the steeringwheelo! a
moving car, thereby causing anracef~f!nt. .. The Minnes()ta Court of
Appeals held in this situatlori'\~ai:ij~tqrabbinqthe steering wheel
was not the operation of a:motor'i(vehicle, it was, rather, inter
ference with the operation of the car and thus no-fault banefits
wer'e denied.

In Krupenny v. West Bend Mutual Ins. Co., (20) the plaintiff
was injured In an accIdent whIle .. makIng rounds with a garbage
truck owned by his employer. Plaintil~fand his brother were
standing at the rear of the truck when the foot holding the
dumpster bent, permitting the dumpster to fallon the plaintiff.
Because the plaintiff was n'eitheroccupying, entering into, or
alighting from the truck at the time of the accident, the court
held that the accident did not ~ri8e out of the use of the motor
vehicle. ',)/

, ~:<;~::') :~',;;:}'/t§),·;,:-"·",,

One of the most perplexincl~(p~~~lemsintheno-fault area is
uninsured-underinsured motorist;co~e:rage~..Uninsured motorist
coverage is intended to pay to>the~'!nsured person first-party
insurance benefits equal tothe,Jamount that the insured person
would be legally entitled to re~ove,r,from an uninsured motorist.
Underinsured coverage is desigri~d;~oprovideicoveragewhe,n the
relevant insurance is not adequate to handle>all obligations.

In 1985 the MinnesotaLegisla.f~femade.a.rtumber of chunges
to the statutes \~hich establish,the/'basic framework for uni.nsured
and underinsured motorist coverage~:iAfter agef~eral discussion
of ~he nature of this coverage~ ref~rence will be ~~d~ to two
issues: the stacking of uninsured~underinsuredmotorist cove~

age; and the question of whether these are two separate covelaqes
or a single coverage.
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1. Uninsured Motor~~~~~~~~~~
By statutory definitiori·a.>~~~ic:leis uninsured if it does

not have a policy of insural'lce.lfteeti~C11:herequlrementsofthe
no-fault act. After October.l".:198~,.theminim\illl. bodily injury
liability limits of $30,OOOI$60jOOO/..,ereestablished,and it is
the absence of this liability coveraqe that triqqers uninsured
motorist coveraqe. C/ ....•..•

There are a number of cO\1rtca~~s which have dealt with
questions arisinq when the vehi~!ei~insuredbut its limits are
insufficient or unavailable.Ill~·.th~j6DiLUziocase,(21) because of
the severity of th~ injuries of the ,partIes and the number of
claimants, the limits of liabilitY,.qoveraqe were exhausted before
many of the claiJ!lants were paid;i!ny~inq~" The Minnesota Supreme
Court held that the vehicleis~Unin~ured"only if it does not
carry the requ1.s i te insurance. anc!nn~'~ because there is inadequate
compensation for all those injured.'i'U/

:'~' ',','i'· ","". "", '.'

."'·;'.,i·•.'···.·····.·A typical uninsur.ed motoriltipolicyidefines "uninsured motor
vehicle" to include a vehicle "for which an insurinq or bondinq
company denies covEl'aqe."(22) Thus, a final'leqal adjudication
of lack of coveraqe is not necessary .. to triqqer uninsured motor
ist coveraqe. "A claim may be made whenever the liability carrier
denies for one reason or another that there is a valid policy in
effect, such as when the insurer denies coveraqe because the
operator's use was without permis8ion.

2. Underinsured Motorist Coveraqe

Underinsured motorist coveraqeis also a form of first-party
insurance In whIch the insurer aqrees to pay directly to the
insured person an amount equal to the damaqes suffered by the
insured person which are uncompensated, because the damaqes are
greater than the available liability.y.coveraqe. Many of the
issues that arise in an underinsured'motorist claim are similar
or identical to those which arise ,iri\.'an uninsured claim. The
obvious difference between thetwO\lsthat an underinsured
motorist by definition has a valid policy of insurance providinq
a minimal amount of liability coveraqe.

,'".:'-

There has been a historic proqression in Mirinesota law on
underinsured motorist coverage. Prior to the.no-fault period,
underinsured motorist coverage wasa;supplementa~coveragewhich
had to be made available to insured ,persons. (23l:i.The available
coverage in the pre-no-fault period:was the difference in limits
between the underinsured motorist coverage which.the claimant had
and the liability coveraqe of the tor~feasor. The "tortfeasor"
ie the person liable for the tort damaqes.

On January 1, 1975, the optional underinsured moto~ist

coverage then in existence was rewritten as part of the no-fault

- 9 -
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act.. (24) In section 65n.49,sub'di~lsion6,paraqraph (e), under
the oriqinal no-fault system",.~l\i'thiror/nota motorist was
underinsured required a, comparl~~nl$~bf.thein8ured. person t s
damaqes with the tortffiasor'-sc1'1.:t.:itSH:itYi'limit.s •... y< I fthe insured
person t s damaqes exceededth~'~,I~~flWtylimit.of.(tl'le<tortfeasor,
no matter what those Iimit.\:w~r~~~\~{<tlle·underinllur«td'motorist./
coveraqe was availabIfJ. asan;;.)ldf!'f~l.,~l1al(reser'V0!#;;/of.flrst-party
coveraqe up to the am()untof.<,~~~l;'t:0~aldamaq~sii8~~~eired by the
insured person. This is.caIlt!cl~~,:ad~~on",.cover'aqi!i,·':asopposed to
the "difference-of-li'mitsWapproach:K'ln the pre-no";fault period.

·,:-:_::::::·.;·,·:··,l:::,}~!:\,,::~:·,),,;::,·\::;;r~~i1:,:;F(·::.':,\~'W:~;:.':::.. ,', '"" ',' ,_.

The pre-l975 di1:fere.n~~.£of~~'.imltsstandardcompared the two
relevant limits and l?aidOu~i,;thfl.:difference•. The post-1975
add-on system auqmented the'orlqinaJ:"co"eraqe wi th .the entire
additional underinsu.rancecoverage~it1·v·,Now·"asthe result of court
cases, Minnesota is baekto,adfffeience-of-limits test.

In Holman v. All Nation In 'Ie·' r, (25) Holman was a pallsen
qer in one of hIs awn two vehlc!".'(When severely injured. He had
requested the cheapest. insuran~!i;~coVeraqeavailableand therefore
had obtained liability coveraqe·~ibf,~.~25,000/ $50,000, no-fault
coveraqe of $20,000 medical andy$10,,000 non-medical, and had no
underinsured motor:.lst coveraqe ."'$~~Bec:ause the. insurance company
was unable to prove that ithad]made the mandatory offer of
optional coveraqe which was at that time required, an additional
$25,000 of liability coveraqe was imposed on the policy, and
medical expense benefits of an additional $20,000 were also
imposed. In addition, underin8ured".motorist coveraqe in the
amount of $100,000 was imposed •.

Thus, the "cheapestW form of insurance coveraqe ended up
providing $230,000 of coveraqe to Mr. Holman because of the
effect of the wm.andatory offerwrequirement. The Holman case was
reported on Jant:lary 11, 1980, aridoJ'lFebruary. 70f thc!t year, a
bill was introduced in the Minnesota. House to repeal the mandato
ry offer requir,ement. In reactlonto the Holman'decision, the
mandatory offer requirementand,tht!refore,.all statutory defini
tions and descr:ipt~ons of underinsur.ed motorist coveraqe, were
repealed on API:il 12, 19l:l0.'t\

From April 12, 1980, throuqhOctober. 1, 1985, there were no
statutes descr'ibinq or in anyway-df!fininqunderinsured motorist
coveraqe. Many insurers refusectJ;'1:():,writethe coveraqe and cited
the American IFamily MutualIns~t'T(':0;",;~case,(26) asauthorit.y for
the proposItIon that It Isawef~":'7.s~ttled rule in the construc
tion of insur'ance contt'acts that"'partiesare free to contract as
they desire, as lonq as anystat\1toriallyrequired coverage is
not omitted. ...

On Octc'ber 1, 1985, uhderirisured motorist coveraqe was
elevated frc)m a oupplemental or optional coveraqe and was re
quired with every policy of automobile insurance issued in

- 10 -



Covera e and

11

Minne80ta.(27) The coveraqe n~~~i~ir.d is a ~rnimum of $25,000
per person 8ubject to a minim .·.·f'fj$SO, 000 per accident. The
underinGured motorist carrier":J:·xn~t:.obliqatedto~ayunder the
coverage unless there i8 a;difffii-enc.e between thes~;ected limits
of underin8ured coverage and the; amounts paid by any'tortfeasor.

',,}5r~:;;I/'';~{~~j::'~;~;

Onderinsured motorist.Covi~ic1.~,~l.fsno .longer .a)floating.or
add-on limit. If thereisja~~~:ff!%,.ncebetween liability al'\d
underinsurance coverage8,the,uri(1~~insuredmotorist carrier!s
liable for the differencei)lno~~e;.;i~to8upplementthe/tortfeilsor I s
payments and bring the tota.lreC~'I,~red.up toan.amou.ntequal.to
the insured pt'Jrson's damages 'c)~'}i'~~e;selected underinsured
coverage limit, whicheverisle88~<L,e.: . ·

Under the old add-on'!';y~f~~~;i:;... niinllure~;pe~.o~~ight~~"recei ve
full liability benefits plu8;th!'full underinsur.ed benefi'tl.
Now, if liability payment8cover!$5~OiOOO,and unlnl\1red motori8t
coverage is $60,000, the injurftci;p!rson can 'receive; an additional
$10,000. If liability limit8;'i.i'lc!/~~derinsurance.coverageare
equal, the insured person receivel/no money·· from the
underinsurance coverage. ':~~;i!!;'

c.

There has been a qreat deal;of<confusion regarding the
stacking of uninsured and underinluredmotoriltcoveraqe, as the
result of two conflicting 8tatutesiwhich were pa.lled in the 1985
First Special SeHsion. Both mandated the carryinq of under
insured motorist coverage, along with what was previously re
quired and called "uninsured or hit-and-run motor vehicle cover
age." However, 1985 MinnelotaLawl,Pi;stSpecial Session,
chapter 10, section 68, prohibitedji,thestackingof uninsured and
underinsured motorist coverage while 1985.Minnelota Laws, First
Special Session, chapter 13, required insurers to offer insured
persons the option to stack uninluredand underinsured motorist
coveraqe.

Stacking permits an insur~41K~i~~on·.to combine the coverage
limits of more than one policy.to·~ncrease the available coverage
to the insured person in a sinqlea.ccident. For example, if an
insured person had two cars wi~~un~nsured-underinsuredmotCirist
coverage of $25,000/$50,000 on;.f!aChscar,withstacking the person
would have an effectivecoverag~,limit of. $50,000/$100,000.
Stacking does not permit double.!'c0v'f!raqeor· payment for injuries
from each policy for the sameinju;y; it merely raises the appli
cable insurance limit for any one ,accident.

(\''-:< :i!'i_'~{'.·;';~.,·
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A secondary Cl'Jestion~hat:.~jkl$~~d>watlwhet~~;\uninsuredand
underinsured motorist covfl~aqe~~'!ii\~~eisinqleor, two .separate
coveraqes. If these weret:~se:p'al"~~ecoveraqes,this would
thereby permit an insured,Ptarllori>,;,~~f:f:~ecoverup to the policy
limit for each type of co"eraq~ii;t,~n\~t~,.,.linqleaccident. This
question would be crucialin .,.;'.i1:u·~tion where there was a mul ti
ple car accident with injuries',(:~u."~a~nedbyan insured person
from both an uninsured and;anurtder:insured driver.

Commerce commissioneriM.ia~i~];B;;~'atch,in anord'!r dated
January 30, 1986, required;;:\'ins\1~er.,~!;,toprovideno-fault coverage
containinq separate uninsure,d;;a'n,d:,,~nderinsuredcoveraqes. The
commissioner had earlierr~ject~d;;'policyform.filinql by· State
Farm and Allstate I~suranc!\;w~'~~.Ii~:c!~c!notoffer insured people
the option to stack uninsu?~\(I1~~\\t~ferinsuredmotor~st coveraqe.

He then ordered thati!~sUllef:lj~i~ere thereafternJt required
to file policies or riders'prov:L(lfhq for the Itackinq of these
coveraqes, if the insurerdoel<J\~tif,offerand therefore does not
sell the stackinq option eo any',of;(!lts clients., State Farm,
Allstate, and other insurers petiti'oned,the Minnesota Court of
Appeals for review of the c()mmissioner's ,final order , and the
Court of Ai?peals issued itldecllion on Auqult 13,1986.(28)

Without qoing into a lenqthy dissertation reqardinq the
legal issues involved in the lawsuit, several major points ought
to be noted as a result of the Court of Appeals decision:

1. The Court of Appeals held that; chapter 10, passed in
the 1985 Special·Session, prohlbitinq stacking, takes
precedence oVl!r chapter 13, also passed in the 1985
Special Session, which required optional stacking.

2. Even though chapter l:f.;w~1I sig'J'ledby the governor later
on the same day as chapter 10, the order of enactment
rule, which p~ovidesthatthe<laterstatute controls
when two irreconcilableltatutes.are passed at the same
session of the Leqislature, doesinot apply when the
clear intention of the Leqis1ature would be thwarted.
The court said that theL~qislature, on the basis of
consideration of,theant£:-,stackinq provision by
majority caucuses in,~oth,:'houses,and approval at those
caucus meetinqs,intended';to prohibit stacking. This
was held to be the leqis~ative intent, even thouqh the
option31 stackinq pro'V;isi()n was added to the semi
states appropriation,bill",and passed as a part of that
bill in the same session~'

3. Since chapter 10 is the controlling statute, stacking
of uninsured and uncerinsuredmotorist coverage is
prohibited by that chapter •

- 12 -
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::'.'.::t/· C;',,,:::::_,::'
,,0"·,:,: '. " ;';':.",1:,',,---,

,,', ,);t~0(;ll!~E{
4. uninsured-underinBur~~~~~~of!~~(~?Ver~gewasruled to

be a sinqle cove~aqe!;.A!tc!,fjfllo~p.ep~rate(.co\"eraqesas the
commissioner, in\his':i~anuirY'}§30,1986iorder,stated •

.' 0:':tf~~!{~~~\L; '~'::;::";~':,~:.~~,:.,'.\':. '. - ,.0 _ "-.-:,,'/'~:?.'~.'.~.:,,,:
5. Stackinq i. still", pe """,", ,tt!dt"rpersorial injury pro

tection (PIP)benf!fi~j:0iii~{;i.~e.0,policyholdermakes the
specific election: tOH;,B,tic~'.the"\ltIPco\,,eraqe. This
court decision"prohibitt!dk:on1Y,;,t:he/stacklnq of unin
sured-underin.ured,m~torf.t:coveraqe

No petition for revIElWb;i.'~Jf~:~~remecourt:wasfiled in
this case, so this Court (of Ap~'~~~iW'decision, at least for the
present, is the defini tive·:laW:,joni;itst:aekinq of uninsured-
underinsur~d motorist coveraq~ .

I
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This section l:eviews£he~~~~~~iOnlJ'~i{;::~\1t~obileinsurance
laws adopted among the sta~es.,j0~i;.'.1'he,{J/fi1.'s~~fpa·rt'1i1fabroad"over
view of all fifty states .(f.The'r:~ee~nd par'~{'f!xamines in de,i:ail the
more important pr'.'Jvisions:of·lawsenaeteds'.f.n,states with.no~fault
statutes.·······

A. General StrJte Overview ")j;'Li . '>~:i;!,~:
Fifteen ~tates currently have ::iinei~~~tno-faultmoftr

vehicle iT.)s1.~ranee as the:systemof,,~omPf!n8~1:ingaeeidentv;~ctims•
Nine othe.r states have what is?c::1i~:raeterlz'ed'asadd-onIcompen
sation. Add-on blends eertain;~a~peetsofno"'fault'withcon,ven
tional tort-based insurance.'1'1'i~t;,j;~maining26,s~atesstill
retain the traditional tor~-;a2~:~<~~ioinsurane~.;>

Table lA divides thestate~ffitl~~6categOrieS;,'basedon their
various no-fault auto insuranee';pr~visions. The first column
indicates whether no-fault!s mandatory or, '!n the add-or.\ states,
optional. 'i';i:~;;;~;i'it~l~tftt

':'1
,<:'1
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New York *
Pennsylvania

Kentucky
Minnesota
North Dakota

Massachusetts

Utah

Oreqm

Texas
Virqinia

Delaware

ArJcansU
s.caro~

s. Dakota

,-:,-'.

.:;-..\:

~'i....ColOrado
............ Florida

.. Hawaii

COnnectic:Ut
Jii'';'' . Georgia

Kansas

Mad. ($10 to $25,000)

Mad. ($10 to $25,000)

Inw ($5,000 or leIS)

Low ($5,000 or less)

- 15 -

Max.1Dun No-Fault
i'tedical Benefits

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••

High
($50,000 or nme)

Medi\lll
($10,000 to $25,000)

'!LM

($5,000 or less)

................................................-.. : .

No-Fault
Insurance

Add-On
No-Fault

..

·Note: Pennsylvania no longer has no-faultbUtws includ8'c!as part: of the
EIlpirical analysis.

Source: AutalDbile Accident CcJrpensation, RAnd Corporatial,..1985.
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issippi
New Mexico
Rhode Island

Oklahoma
West Virg~.nia

Tennessee

iN. Carolina
.}:(~,;,'

. 'Alabama
. Missouri

Idaho.·•.•·•..
<Montana"

a\"Nevada

:,);<,,;. '",;:,'i"</<

as~;~
:;!'('0California

;'Illinois
Iowa

·,.Malne;;;,;:!,. ..>/ ohIo
,;,.iNebra~ka;.// Vermont
;ti,:NewHampshire? Wisconsin

:.y,:{~\ ':rx-,:,~

", A'fizoiiiL
, .<;Indiana

No

Yes

Yes

No

No

Yes

:::H~:r':-'::< Ct~1~z~~:;>_:, ,:-':,.:;.:":,);:).;<, , ,,-J::r:\~;

'~{' :touilliana'··'
• • • • • • • e; '." ... :~-,',::~v¥:~',r~:;' :L~:., ~._. • .'.'. • • • ••
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Negligence Rule

":, '>:;:,:;:(: \.":-:'0';/.; :., ,.

For no-fault and add-();n·s~ite~a't.9'drlzes states
based on maximum medical be~ef~t~;~ .()r,,~'()r~i~sta.tE!s,i;TableIB
indicates something differeJ1t~;0,~l1e'i... ule.si\tf,o#:i..tort.//neqligence.
Rules concerning negligence;<h'avif,?ani:!mpor.:t'alt't bearing on the

ouI:come of a I:orl: lawsuit: ." '\~~~~'i~'};~,,"'/:\' ....

/TABLE<lB

Pure
comparative
negligence

Modified
comparative
negligence

Contributory
negligence

Note: Pennsylvania no longer has no-fault but was included as
part of the empirical analysis.

Source: Automobile Accident· CODtPens'ation, Rand Corporation ,
1985.
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,- -"'~;~ '.'T,'·',';",

>':,;:~h{~:~~:" .
,,' ;/':V:~':'::-:::-:

~,·:a'\:-'"·:,,>:·:'· ·::':·;·v:'".",'L':·:'::

Three sorts of tort..;f~~J.iYil\t,ll'l~~cf~~i~~I pure comparative
negligence 1 modified compar.~:ti~e.·ii2rie9'ligence,and<contributory
negligence. Under pure comp~r~~r~flt,)..neqliqence,i~he final. dollar
sum of damages determined(:~Y;;vJa!~J;j\irY"Jiwouldbei reduced to the
percentage ~he plaintiff "i8':lfOUl1d:\~t fault.,un~ermodified
comparative negligence, ap'la.ir(~.:1.~~~>losesall:claimsto damages
if he is found to be more,tJian'}LS:g::percent(i.n's()J\'\e.states more
than 49 percent) at fault~~~~i!;lfitH!;contribut0rYne9ligence,the
plaintiff loses all right8\i:todamaqesif:he('is f()und to beat
fault to any deqree. Thusintho.e;.,stat~sshowniundercontribu
tory negligence, a plaintiff found,#o' bei(only one percent at
faul t would not be able to collect,)anydamaqes.

~_",-":"-,'::" ":<H~*~;;,:::,:;:i'\:;.;:·;"'.:<;·::)·"" :'" " "" ',' ,_"'.':,.':

Although 15 states ha~ecu#r.el'ltly adopted no.-fault, major
provisions covering benefits~m~rida~()rycoveraqesand tort
thresholds can differ siqnificarr~lY"~F Differences· among the more
esoteric aspects of each state's statutes are even more dramatic.
This particular section describes the major provisions in each
state.
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$ 50,000
5,000

100,000
10,000

2,500

15,000
2,000

10,000
2,000

unlimited
. 20,000
unlimited

50,000
30,000
3,000

Corporation,

t,::,:,,;:::,:",:,

}:::{/~ ..,":_:'::-:::,_:'::'::;

TABti",·2

:,-"_<,,//::i:.:,,
'~:-/ ' :,: . ',: ,'..:,:;

AccidentC()~~~I'l~C!tion, Rand

MEDICAL EXPEN~;}>~:tMUM BENEFITS
:' .:~',r:;!i;N:;l<":-,:,::,:,-:/;(:~
1983! .

Maximum Benefit

Automobile
1985.

,,:~V~:-: :?/?;/;'~:ii: ':'
, .. ;.; .,'".'.,'. <:--',':.' ;'i'~;'.·;,;~·'-;·, ,~'

;.':~ ~ ': i -... ,

':'·,'t:,~:·i".<, ..~::,;,- > -':'_~:,:.',<.',','.:'-~';"~:

.')'""'~J~
Medical Expenses·· .",,"'<>:

Medical expense beneiP~~ ij~~i~~ily.~~v~~ii1i~ason~ie eXpf!ndi-
tures for direct medical servicesi,8uch. 48)8\1rgery, X-raY8, drugs,
ambulance services, hospi t4,l,room>and bo~rd),iandrehabilitative
services. Tt'lble 2 shows the maxl!l\um benefitXln,each state.

:";':'}";r";;-<~',-. ~

State

- 18 -

. ,
:.;.-)f,;,,-{

!. ' •

eh;,,:',.·.. ,·_ip"·,:
Colorado (within five years of accident)
Connecticut
District of Columb1a
Florida
Georgia
Hawaii (adjusted annually by

Consumer Price Index)
Kansas
Kentucky
Massachusetts
Michigan
Minnesota
New Jersey
New York
North Dakota
Utah

Source:
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$20,800
5,000

24,000
10,000
5,000

15,000
7,800

10,000
2.000

53,100
20,000
5,200

36,000
30,000
13,000

Maximum Benefit

, "".'
~r'- .
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Income Loss

TABLE 3

INCOMELOSSPRovfiI6NS

1983

State

Colorado (S125/week for S2weeks),'
Connecticut (85' up to $200/weekmaximUm)
District of Columbia (85' up to $2,OOO/month)
Florida (60' of loss)
Georgia (85' up to $200/week)
Hawaii (80' up to $900/month)
Kansas (85' up to $650/month)
Kentucky (85' up to $200/week)
Massachusetts (75' of average weekly wage)
Michigan (85' up to $2,434/month)
Minnesota (85% up to $2S0/week)
New Jersey ($100/week)
New York (85' up to $l,OOO/month)
North Dakota (85' up to $lS0/week)
Utah (85' up to $250/week)

Income loss benefits'born~~~~;~€e6~.iirt~ntsEfOrloss of
present and future grossincoIll8,dUe;'to/t:lieina1?i1ity to work.
This includes income for.self-;empl~Yed~)pe%,80JUlf;and"•.. those '.,
receiving unemployment cornpen8a'ti~'~"bienE!fi~!.;];;Nrable 3 shows the
:~~~ra~~~;~sions. In some 8ta,~esY:~W};~therDi~;~o "imitations may

',."':':.:,'~/;:":';

Source: Automobile AccidentComperi~ltion,Rand Corporation,
1985.
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$9,125
5,000

24,000
10,000
5,000

15,000
4,380

10,000
2,000

21,900
20,000
4,380
9,125

30,000
7,300

Maximum Benefit

ESSENTIAL SERviCES "PRovIsIONS

i~83

State

Expenses incurred ~oDla:l.ri£i.i·~:;cisEtrvlCes,~heiinjtiredperson
usually performe'd are reiJnbursllble. These include such i~ems as
household servic\i!s and maintenance. Table;4indica~es these
benefits. c';');!:?;

- 20 -

.,..........,:"; ,

Essen~ial Services RePlacEtrnent">'T'!J

Colorado ($2S/day)
Connec~icu~

Dis~ric~ of Columbia ($SO/daj)
Florida
Georgia ($20/day)
Hawaii ($800/month)
Kansas ($12/day)
Ken~ucky ($200/week)
Ma8sachu8e~t8

Michigan ($20/day)
Minne8o~a ($1S/day)
New Jersey ($12/day)
New York ($2S/day)
Nor~h Dakota ($1S/day)
U~ah ($20/day)

Source: Au~omobile Acciden~ Compensa~ion. Rand Corporation,
1985.
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1,000
5,000
o
o
o
o
5,000

10,000
o

53,100
20,000
9,580
o

15,000
3,000

,"::; ,

"::::',;-,'
;:;("<"

6'7$
2,0001
2,0001
1,7501
1,5001
1,5001
1,000/
1,000/
2,000/
1,0001
2,000/
1,000/
2,000/
1,000/
1,500/

Automobile Accident Compenslation, Rand/Corporation,
1985.

\"'•.,·C,',.-:, .:,'.:

Survivors Benefits and Funeral !E~pihses .
.< ;::·~~;·~i~ \:;:; ",

Funeral expenses arereimbti:fll;~aiund~rallj'£.tes'statutory
lanquaqe. Some states alsoprC?yide',fori,sur.yivors benefits for a
period of time followinq the death~ Thelle:are shown in the
followinq table.;«~;t' .

T).a~x.s

State

Colorado
Connecticut ($200/weer.}
District of Colmnbia
Florida
Georgia
Hawaii
Kansas ($6s0/month)
Kentucky
Massachusetts
Michigan ($2,434/month)
Minnesota ($200/week)
New Jersey
New York
North Dakota ($ls0/week)
Utah

Source:

Tort Threshe"lds

- 21 -

Under no-fault laws, the n,egligent party in 'an accident
cannot be sued for non-economic losses unless certain thresholds
are met. These are verbal or moneta~y thresholds or both, and
are a key element in the success ofa no-fault statute in meeting
ita policy goals.

With no-fault laws, injured persons qive up certain rights.
In turn, they receive insurance benefits more quickly, usually
without the services of an attorney. But if injuries are too
large, the injured person can sue. Table 6 shows the various
thresholds adopted in each of the no-fault states. Monetary
thresholds usually require damaqesto reach a certain level
before actions can be brought. Verbal thresholds describe
certain conditions that must be met prior to the suit.
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Verbal: Death, a medically demon
strable impairment which prevents
the accident victim from performinq
substantially all of his usual and
customary daily activities for more
tlian180 continuous days, substan
tial,;.permanentyscarrinq or dis
fi9'Urement,o~substantialand
medically demonstrable permanent
impairment th~i: has,siq"'ificantly
affected thexictim's ability to
perform his us~,ial daily activities.

Monetary: None.

Verbal: Death, siqnificant and
permanent losa; of an important body
function, injury that is permanent
within a reasonable,deqree of
medical probability-other than
scarrinq or disfiqurement, or

',}-:: "- .. ',:;,~:':',~ ;," : -':,::.::':,':

Tot€',~hresholdi

~~ri:!:~~i::~der;~:~i~~t;~~o~orth
costs.

\7~fb~'i: b~a1:h, dismemberment,
"permartentcUsability or

••..•di~fi9uremente~;~e~s of more than
. i 52,weeks of .. waqes .;>

.,' ;,:..:,}:://:,;::- ;:',"::. ",;S~\~'_';"'-""'" ~'" .. ~,-". :';"i:",:' ::':::.::-'_:_":::\i::1'~:~I~~'i~~,-\:>-.--:/·

····Monetary: .,More ,th~;~$400 worth of
medIcal· expenses.;:!Ji.:,<

V~fb!~:D~~1:h,~~~~nent injury,
fracture of, any bOne, '., permanent
s iqnificantc1,is,fiq\l.r~ment ,
permanent%10s8':of!~any·' bodily
function, or lossyof a body member.

Monetary: " Law8uitpermitted if
medIcal expf'nsesexceed $5,000 (but
this provision wall"held unconstitu
tional in DimondV'~ District of
Columbia, 1984.)
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State

Colorado

Connecticut

District of Columbia

Florida

I,
I
I
I
I
I
I
I

!, "1

I
I
I
I
I
I
I
~,

il



I
I

• Georgia

I
I
I
I Hawaii

I
I
lie

~y

I
I Kansas

I
I
I
I Kentucky

I
,."

J

I

significant and permanent scarring
or disfigurement •

Monetar~: More than $500 in
reasonably incurred,medical ex
penses.

0,:,'<'.,'::<·;:

Numerical: More than to days of
disabilIty.

Verbal: Death, a fractured bone,
permanent disfigurement, dismember
ment/ permanent loss of bodily
funetion, or permanent partial or
total loss of sight or hearing.

., .-.... :." ....

Moneta:rI: More medical and
rehaSIfltationexpenses than the
dollar,~iamount which/the insurance
commissioner caleulates annually
as iniamount which<~slarger than
that which waspaid)&:in 90% of last
year's "motor vehicle medical
rehabilitative claims." The amount
is now $5,000.

Verbal: Death, significant perma
nent loss of use of a part or
function of the body, or a
permanent serious disfigurement
which subjects the victim to mental
or emotional suffering.

Monetary: Injury requires medical
treatment having a reasonable value
of $500 or more.

Verbal: Death, permanent dis
figurement, a weight-bearing bone
fracture or a compound, comminuted,
displaced or compressed fracture,
loss of a body member, permanent
injury within reasonablemedica1
probability, or permanent loss of a
bodily function.

Monetary: More than $1,000 in
medical expenses.

Verbal: Death, permanent
dISfigurement, fracture of a
weight-bearing bone or a compound,

- 23 -
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None.

vit-ha.],: \\ Death~· seriC:n.ls impairment
of ,a body function, or permanent
serious disfiqurement.

Monetary lei! .More,e than $4, 000 worth
,. of" medIcal' ,expenses. '

Numeri~al: 60dai~ or more of
dIsabIlIty.

vel·bal: 6~ath, .. p~ritanent dis
fIqurement, or permanent injury.

"'-';:

:;gt~:IZ;xp:~:~r~~e~g~l~h(~~~ •
inc:ludinq.· hospitalw:costs) of
$l.. SOO~adjusted annually, or one
of;$200. If, nO'el~c~ion is made,
monetary thresholdisi$200.

V1~ba,i:.,·.. Death,ip~;~arieht
dIs.a6ili ty or siqnificant
disfigurement, permanent loss of a
bodily function, or.los8 of a body
member.

Monetary: None.

NWnerical: 90 day. inability on
the part of the vi~tim(during the
180 days following ,the accident) to
perform substantially all of the
material acts that constituted his
usua.l·pre-accident daily
activities.

'cC)~tl1uted', di:spl~b4!d6r compressed
frac~ure,. loss of;.:;a,,/bOdy member,
pttrmanent ',injury" wi~~in reasonable
medi.~al probability, or permanent
l:b~~Fof .a'bodily .function.
: ~::::,.·.'(::t::i:?:<:?:,:;·":'::::;;~."" ",:;',:'.'::,::'''::::-":',:,,,,' , "",:.:.,";"""-'.',': .,'

\i(.~:::~~s1,·'.:~~e n:~:~s:;~O m:~r~~l of
ex,penses .'"

"~',s;,;_"f~,i,,,.>.,:' ,'::::.'-: ::', ': ,::~_.':"':_ ,.':.':;~\:.;":~:':':':
Ve 1: Death t 1088 of a body

... mell\bf!r, permanent'andserious
dl~fiqurement, substantial loss of
eight, or hearinq, or a fracture.

; ~i":" " 'j:
"' ..",',

" Mon4!t~ry:Michigan

Massachusetts

Minnesota

New Jersey

New York

I
\1
I
I
I
I
I
I
I

'%W..,..,I

I
I
I
I
I
I
I

, 'I.:;.

A .•
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Source: Automobile Accident cozriP;ri.·ation, Rand Corporation,
1985.

v~~b~i: Death, dismemberment, a
fracture, permanent disfigurement,
or' permanent disability.

.•.•ve'fbii'iDeath,dismemberment,
sigl'l~~~cant disfigl1rement, a frac
t.u.r·e~'~:,;~rmanent'los,sor. use of a
~Y.!'~rgan, .' member) function or
systeDl,··.····.pe:rmanent ••·.conse!quential
l!~i~ati0rl)Of)\1s.eof·•... a.·.. body organ
or,;: member;· .or,:,sigril:ficant
IJ.m.lt.atiOI1\() f:·'u.e!;;~CSf( a body
fuhet,!onorsysteDtl:iY ..•.

'," c''- - "/{i;~:;F~_',. '.;':.\:;,::":. '$,.,:>:':,

Md~.tarY:·".f~()t!;>t~an $1,000 in
medIcal expenses.

Ni~:~ical:i;(Dl~~~tYfor more
.than:•.60 days .·...".,~yiv·······

~~l,t~~:< D~ifh, di;~emberment, or
serlo1Jsand permanent
disfigurement.

·'(0':'-";~::,,~':,·

M~ft~~i~y: .'. More than $1,000 in
medIcal expenses.

North Dakota

Utah

Uninsured/Underinsured Motorists

For no-fault to work properly,insurancec()~e7age should b~
universal among all drivers". In;!·practice,this.:l.sunlikely to
occur. In Minnesota, the Departlnentiof Public Safety estimates
that between three and five percent of all driver.s;may beunin
sured. To provide for this,.no...fault statesreq\iirecompanies to
offer--and some states mandate--coverage foruninlured or
underinsured motorists. "Uninsured~,coverss1tuationswhere the
driver at fault has no insuranc~'~.~Underinsured" is defined by
statute to cover situations whereco!erage for bodily>injury is
in force, but its limit is less than the amount needed to
compensate the insured person for actual damages. Table 7
describes provisions concerning uninsured and underinsured
coverages.

I
I
I
I
I
I
I
I
I

, ~~.,
'':~

i' /)
;.

I
I
I
I
I
I
I
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Included in uni.ru~ured

Compulsoryff
requested by insured

Included in unirtsured

Not required

Must be offered
$15,000/$30,000

Must be offered

~.":~:

,6hderinsured
Coveraqe/Liii\Its

>' 'O:it,~,:,·:" ", ,
',,-:,:::> ,'"

c(:om~iil86~Y
$10C~OOOZ$20, 000;','., ..•,-. .",' :.,.

,'optlbl'lil ,
$10,0001$20,000

Optional
$15,000/$30,000

Optional.
$10,000/$20,000

State

Connecticut

Colorado

District of Columbia

Hawaii

Florida

Georgia

I,
I
I
I
I
I
I
I

Source: Automobile Accident Compensation, Rand Corporation,
1985.

I
I
I
I
I
I
I

Kansas

Ker.tucky

Massachusetts

Minnesota

New Jersey

New York

North Dakota

Utah

Compulsory

Optional

Compulsory
$10,OOOI$2q,000

',.'::,., ;~",::,.\.,,;

Comp\11s6ty
$25,000/$50;000

Compulsory
$15,000/$30,000

Compulsory
$10,000/$20,000

Compulsory
$25,000/$50,000

Optional
$20,000/$40,000

Must be offered

Must be offered

Included in uninsured

I rib l\1ded in uninsured

Must be offered

Must be offered

Not required

Not required

"

' ..)

,I
'~"



Nine states require inlJ~:r~h~~d~rnpaniestooffer' deductibles
against medical or wage loss\bene~~t~:totheinsurf!d. Minnesota
is not one of these states. '.Tlles'e'id~ductlbles range from $100 to
$2,000 and may result in lower premiums for the insured.

""",",,,-:,-::",<", " ',','./>:

The coordination of benefitsib.fweenno-faulfand other
insurance policies, usually healthipOlicies, is a provision in
some states. Only Colorado and14i~higan,require the coordination
of benefits between auto insurers,/androther insurance companies.
Minnesota allows coordinationi f':~l'lety{:~ther",., insurance. company
provides an appropriately reduced:tf,:prttinium.NorthDakota and New
York also have provisions allowinq0coordination of benefits.

'",'00"

provisions that are

,i.·~_i, ::'~::':,:-,.

'.-',-,,',"",

',::::: .• /:0:';,';',:

)'i{:)';~{
:,"'::.'::,'-.. ',- i,::,;!;"<;:'

:;":-'", .,' . .-,:'.,

,.\,>j\'::i{,
There are a number of other;!;, eSller

different in each of the states.:'!;/,' .

Other Provisions

I
II
I
I
I
I
I

II
fl

I
I
I
I
I
I
I
IJ
I
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The structure of the l.iabli'it~system is only one element of
many that affects the way we drive:~ Road and traffic conditions,
mechanical conditions, and<fearof"injury to ourselves and our
families play an importantroleLIt seems unlikely that the
Legislature would structure rules that would for any reason lead
to more automobile accidents. In this section we present some
studies on the accident deterrence effect of no-fault insurance.

No-fault insurance hisbe.l'lc!n eft~'~t:·Jl.tn,Mlhnesotasince
1975, and in the other states,tha~have:'idopted~thisapproach
since the early 19701. While the'>form of.the compensation system
for automobile injuries differs from state>to state, three
general goals are shared: '

* The deterrence of acciael'lt:~.

"

* An effectively administered system.

Effectively administering<thecompensation system requires
an efficient use of the court system, the legal profession, and
the insurance industry. Since automobile accidents involve
injured parties, an efficiently structured system is one that
minimizes the cost of administration while providing for the just
compensation of victims.

,.'.....,

IV. MEETING THE GOALS FOR ,~c5';FAtll:,TINSURANCE

Just compensation of victims.

Assuring that victims of accidents are justly compensated
means that victims can expect to be fully compensated for their
losses with certainty and in a timely manner. Further, similarly
injured victims alhould be treated similarly and overcompensation
or undercompensation should be minimized. '

No-fault involves the trade-off of rights and benefits. The
right to sue in certain instances is traded for prompt financial
benefits. This trade-off affects the costs of the system,
inclUding motor vehicle insurance premiums. The last part of
this section deals with the impact of no-fault on premium costs.

A. THE DETERRENCE OF ACCIDENTS.

Opponents of no-fa\.llt insurance argue that moving to a
first-party compensation system removed important deterrent
aepects of tort-based liability. While a number of factors are
involved in any accident, evidence presented by the American
Mutual Insurance Alliance indicates that "improper driving is a
factor in nine out of ten fatal and injury producing accidents •••
and that drinking is the dominant factor in higher

I
I
I
I
I
I
I
I
I
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I
I
I
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I
I
I
I
I
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·;1.;.

fatali ties. " (29) Studies. by ~~})u;~s. Depar§~ri~;""6f
Transportation support the·view.:j)that '. human error.;. is an important
cause in automobile accidents. ,\""'>.

The empirical questi()ns.~i;t;t:~:~;;~oes~he>?~~;utureof the
compensation system influenC:f,t't!ie:,:drivinq/,habit8t\,ofpeople on the
road? Is no-fault insurancemoi'•. I~kelythana tort-based system
to result in automobile accideni:s?<

Each individual no-fault state vas analyzed. While a few of
the states do show a statistical difference in accident rates,
Minnesota is not one of these. :The.chanqe to no-fault insurance
in 1975 had no statistically supportable impact on driving habits
in Minnesota.

B. ADMINISTRATION OF THE SYSTEM.

Automobile insurance was oriqinally viewed as a device to
protect the financial position ofa policy holder. Today, the
view is that insurance is a system for compensating victims. (32)
One important objective of the compensatlonsystem is to assure
that the administration of the system is efficient. This reduces
overall costs of automobile insurance, which 'is socially bene
ficial to all.

One measure of cost efficiency is the percentage of premium
dollars collected that is paid to claimants as benefits. The
most efficient system is one that results in the highest payment
percentage when compared to alternative systems. The u.S.

- 29 -



- 30 -

..
'; ':~/ .. ' ,

;:-

84.5

Efficiency*

89.7\
88.0
87.5
86.5
86.1
85.4
85.3
85.2
84.5
83.9
83.3
82.8
8'-.2
79.1
78.2

State

Average

Michigan
~ennsylvania

Georgia
Hawaii
Colorado
New Jersey
Minnesota
Kentucky
North Dakota
New York
Florida
Utah
Kansas
Connecticut
Massachusetts

'<.;:'";'::~"':> ,<"

RELATIVE EFFICIENCy'';6p'\;:~d'2FAbLT'i~'SURANC~STATES

*Efficiency is defined as victim's benefits after deducting
attorney expenses. \ .<i ..

Source: Automobile AccidentCom~~n~~tion,Rand Corporation,
1985.

At 85.3 percent, Minnes'o.ta is slightly above theiaverage and
is seventh among the 15 states. Interestingly, Michigan, which
has the highest benefit levelan~'most restrictive, tort
threshold, is the most efficient)lngetting payments to victims.

A reduction in caseloadsw~~;:;~~~~ct.ec1to occur under
no-fault. The absence of a uniform system across theistates for
measuring caseloads precludes a definitive analysis of this

)
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issue. However, individual no-fault states, including Minnesota,
have gathered data on the impaCt.'~}.

...-.,.-".-.. ' ',-.""

In a 1983 report, the ~il\nf!;gt~CoepartmentofCommerce
examined court records in H4itnnel'in'C:ounty."iand found the number of
filings of automobile-relatedpers()lla1, in'jury complaints had
decreased 44 percent between19.,4/and1979.(33) In'Michigan, the
number of lawsuits filed between.":~u~y19?S'andJuly1977 declined
by more than 31 percent. Studieil';Cjiin'Flo'X'lda, Massachusetts, ana
~ew York indicated larqe declines,:(in automobile-related case
,1: ilings. (34) 'i:·Js:;

':\,',;;11\

VICTIM COMPENSATION;.. ftX;~: .... ....
Critics of a tort-bast!cfihsu~i.rice .8y.t~ co~ten~Jtha t ,'as' a

basis for compensating victiiris ,{the? aystemhad fundamental", short
comings. An early s::udy by\the:U.S. oepa.rtment of Transportation
found that under a tort system,;.:many victims'.'areundercompensated
for their losses. In fact, the study inclicated that more than
half of all seriously injured claimants received no compensation
at all.

Moreover, ttl-;: cort system was .~ound to uvercompensate
victims SUffering small economic losses and undercompensate those
SUffering serious personal injury. It has been suggested that
insurance c.ompanies, to avoid litigation, CI"oerpay small losses
but resist payment of large claims for serious injury where legal
expenses can be justified. In the latter case, certainty and
promptness of payment might encourage the victim to accept less
than his ecoHomic loss, rather than enduring a lengthy legal
battle.

NO-Lault insurance was in part passed to address Ci1ese
perceived problems. Table 9 shows the percentages of victims
receiving compensation for their.' damages. The data is grouped by
stac.es oased on the compensation system.
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80\
91

,87
'84

;: 78\
.... . 87
.' ,.,. ,', 83

81

59\
20
77
68

:-',;.'.''.'.:. '·";":',-:.:',:'-'.'.c':':

Waqe Lo~ ,••~;1'~J:Ca1 Loss
""L~~'

TABLE 10

PERCENTAGE OF VICTIMS PAID BASED ON SIZE OF LOSS

State Group

Tort
Add-on
No-fault
Total

- 32 -

- ....

.'

Source: Automobile Accidd6€ :;it~~~e~8ati()n, Rand CorPoration,
1985.;'i;" :.« ",'.;.'.:.).:.',;.'•.';,:

.:'<'~::;-/~'. .' "i~'

More ViC1:1!i15 receivecompe~sit:i(),,(t~r both waqe and medlcal
loss in no-fault states thantor~',state8;~":\.:Add-onstates com
pensate more victims for theirmedicaliloBs8S than strictly t~rt
0':" rto-t~ult states. ',"

The ;»rob",bility oi payTnp.:1l:maYdiffer wi tn'sizc of loss.
Table 10 shows the percentaqe of victims paid basea on size of
loss.

!2.~al Loss !2!! Add-on No-fault

$ 1 - $ 55 75\ 87\ 79\
56 - 141 77 94 89

142 - 463 7~ 92 88
469 - aO,000 b9 9~ q,

No-fault states compensate victimsYsliqhtl~imoreoften
';" :_;- _ .).;; ~1"~ ~1 ::n-t S:lC~3.\~dd-l)n stab'!s

• .•.. . L -:-~~"':"\ ...... ., """~'1 ~:~:.:. =-~"i:O~t..,~ ,~~-..",··.e:l'11t. _,,~--:,-~,~;p~ _1~~~ ",I~""

very smallest claims, no-fault compensates victims roughly .''It ~',C'

same percentaqe for all sizes of loss, while the experience in
tort states is that larqe claims are more often compensated than
smaller claims.

I
~

I
I
I
I
I
I
I

'.'..)".\
i

I
I
I
I
I
I
I

~Cl

~I'~ ..
.:!I.,'"
~Jf;~p~t~;:~<



.';"
"

";:y;',-'.:\-

- 33 -

:;;;;:L··-~;'.: . ::':;:"?': .. -c.'' , , :

Recall that one criticism\~i:'~8~t-~';'se~;11abilitywas that
small claims were overcompensat~djlnd larqeclaims undercom
pensated. The evidence on'Lthis}i8,:shown in Table 11~

';"i", "",l::::: ',', ,
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100'

100\

100\

100\

~t:!!

18

23

26

34

e>ver-
Paid-

to-rAlJLT

71

49

44

17

11

27

30

49

umer- EKac~.

~ Pa)!!!lt

100\ .

100\

100\

100\

TOTAL LOSS SAMPLE

31

31

41

29

Over-
~ ~

~

64

41

26

17

. Under- Exact

Total f.aid Pll)'II!!lt
Over-
~

TABLE 11

'roR1'

By,rliic>ilirrOPLOSSA1mSTA~;;dR(jup :
PERCENTAGE OF PAID VICTIMS UNDERPAID, EXACTLY PAID, AND OVERPAID

7 67 27 100' S

27 39 35 100\ 28

25 38 38 100' 33

45 ".8 37 100\ 53

umer- Exact
!!!!! Payment

>"'=~~\k;!:Mi..."fr~*E1i''fJ}U·14f.§fB_,-Bi9fu~p.iwmG§L_£h8WiJilli&b*1&¥_%§!!411!!j)fiJ!ij§;W.'iff1MWciL%JIB1@?f&h_h.·~~i,~~Q!&t~L&G;cm;;mtC2ZZ£&JJU; adJ a.sa .2_J£i£S&...',,~

5S

141

468

~ ~. 11II .. _ _ ,. ."'''''>\_ _ _ _ _ _ _

468 - 80,000

Total. loss
(Dollars)

142 -

Source: Autc:!OOUe Accident empmsation,~ Corporatioo, 1985.

$ 1

56 -



the

8.3'
19.1
32.3
51.7

100

Tort-Liability
Bodily Injury

Cumulative'-

26.0\
46.2
61.9
78.2"';'"

100

Claimants Payments

35 -

::"':'

33 \
76.7
90.5
95.5

100

37.1'
80.6
93.5
97.9

100

NO";F~\11t'
personal'Iniug

ProtectIon ea s

Days from Cumulat':l.ve',
Report of Injury
to First Payment Claimants Payments

o - 30 days
o - 90
o - 180
o - 365
over 1 year

Source: Automobile In
Un ted States, A
CommIttee, 1979.

:,'t/":", ,:·:·:::,"::::··;~:{~;',~~~{(·i?:i:<:,,:~~}::':,k,:,~.\,',:;, ":~':;'-:', -____: ;,\:,
The data show that paymentfJ{;%'in::.~O-faultstatesare more

often closer to damages thanin;1,tort states and that overcompen-
sation occurs less frequently. .,?'i. .,)

':-:~';';'---: :;: ,;_::\, .;:.';':. ~~ ~,\;;~(;;.<'}~:>_":,:,:~,""",',:-:~:r~iG~i'"~_\·",,,,':\;,;~);:-,:/i4:,_::; ;.- _-_ -:,:,;:_:,:~;!:t:.;,: ,'::: ,:,: ;,'::,-,

The first .party payment.·••st c:~ure .:cS'~;,~;D.();faultwas intended
to assure payments to victim8a.l~{quickl1'i).;\a.~(pos81ble~ One/of the
perceived problems of tort-base~~A\,ln~uran~~'•.w~s the tardiness with
which payments were made.Tabl~!12;Sh",!~,$~e evidence. I

!,:~:if.ABr1i·~l~" \ ~
TIMINGOil~~~J\YMENTSi' 1

'.I'

Claims made under no-fault:':l.n~tiranc~'receivetheir first
payment within 90 days 80.6.pereent<of the time. This compares
to only 46.2 percent for bodily injury claims in tort states.
The difference in cumulative.perc:en~ageofpayments made is even
more dramatic. Within the first.90.days, 76.7 percent of
payments to victims had been made to no-fault claimants, only
19.1 percent to tort claimants. .

D. NO-FAULT PREMIUM COSTS.

In moving from a tort-basedtoa no-fault compensation
system, the Legislature made very:explicit trade-offs between
victims' rights under common law/and first party payments. While
victims were precluded from filing actions unless certain thresh
olds were breached, they were guaranteed'speedier and more
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certain payments for theirdam'~~~";f Tg~~lcosts would increase
since more victims would be/compensated. On the other hand, with
fewer victims qoinq to court, administrative costs, includinq
attorney fees, would decline. '

Whether or not theseieost.:ol~'set~~ach\other depends on the
way the no-fault system is.struc~l1;ed"'i:;;fW'\Thei(keyelementis the
verbal and/or monetary thresho~d&;ti1'lat;zli'iist\bemet before a victim
can brinq an action for non-ed~~om'ic dasnag8a. ,Other important
factors are (1) the maximUJD>l'e~.~l~/;;ofpttrsonal<injurybenefits,
(2) controls (such as medlca]jX\i!~~t!it8Chedule8)." on the amount of
personal injury benefit, pi.i~;ijtc)~,t'pr~viders'iJ3) ,,' whether meetinq
the threshold is a que.ti<)l\()f'nl'~a",,·;(tobe/decidedby a jUdqe) or
fact (to be decided by a,ju~)(f~q~r~nd (4) ," controls on liability
judqments such as limitso'ripaln;and sUfferinq payments

States where the savinC1~';(;li()~/ino-faultare rouqhly equal to
the additional costs can~e,s~~d'~o be:in"balance." Balance can
be measured by chanqes in,iauto:ii/p,r,emiums;before and after
no-fault. The Alliance of Americail Insurers has estimated
premiums in no-fault states had;'fthey remained tort ,states • These
premiums are not those actually paid by 'policyholders but rather
are constructed "pure premi1ws." Pure premium is an insurance
terrr. and means the portion of premium paid by policy holders
which the insurer uses to pay losses and some administrative
costs. Table 13 shows the difference in pure premiums (these
estimates are for 1982) between no-fault and tort insurance.
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-21\
..17
...6

+37\
- ... ···2
-29
-19

State

Verbal Threshold Only

Florida
Michigan
New York

Dollar Threshold of $1,000 or More

Hawaii
Minnesota
Kentucky
North Dakota

PREMIUM COST DI]~FE:REI~C::E:S:H:";ji!f6';'F.A1I
I
I
I
I
I
I

Source: Alliance of American Insurers, 1982.

*Positive figures are an in~rease in premium costs, negat.ive are
a decrease.

Dollar Threshold of Less than $1,000

Pennsylvania (Repealed as of 10-1..84) +53\
Colorado +15
Georgia +15
Kansas - 9
Massachusetts -33
Utah -13
Connecticut +14
New Jersey +65

-8\
+17

··+26

No-Threshold

Oregon
Delaware
Maryland

I
I
I
I
'I
I
I
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The data indicate tha~'i'I1)'i~tr~~~SaVinqlnpremiums has
occurred in Minnesota with\the;{~hange to no-fault.

;", j/',-:.": ;~»Jf;};!:;i}~tI~r{,.'_('::·;:i::

With a relatively higff~'c1~l'f~~'JJ'lreshchd)Of$4i!6oo in Mfnne
so1:a, some analysts haveexpt'es!~~d\,!Urprisethatsayinqshave not
been higher. This mixedr~,sult.);0rl;!avingsDlayst,ellic<;,from two
st;)urca~. First, of the tb~esho~d:!{c;riter~aneededt~}~bemet in
order to brinq an action .··.in'cour~ii';£the me~ical,dol1.~rthreshold
is used only about 15 perc~ntof'f,th~ '•. time;.,.,(This'e:s~imate may be
conservative since it was made!~henthe,t:hresholdW'a8st1ll
$2,000.) In other no-fault)sta~f!ts.,thep~rcentag~()f<icasesusing
financial thresholds exceedj47yMPfltrc:ent ./!;Nea~lYd(S5i:Percentof
actions in Minnesot~ usetheverbal~;thre8bo.ldtest'of "permanent
disfigurement or disabilitYe'~~is';;ishighe;,than.for most other
states. Other states havemo;eJ:!"zI.,st.rictive:,v'erbalthresholds
rttquiring "serious" disfigureme#t!\,s!Ordisabilit.y~eforean action
for non-economic damages canbei;b'rought.(35) .,'
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v. !!!Q.BLEMS' 'W:J:THTHE NO:;FAULT ACT.
:.. \i,..»:'," ,',',': >.'::"~~;,',',\~,,t.,,'i,".':":';"'·'~:'::(':"":~,;":\; '.:',::'.~> ,'.~.' 'F',:~~}; ,, " " ',

This section discussei'}~%BB~;~riajw~'.f.h:;,ri()+faultthat have been
identified during the proce88:yof\iwr.1ting'Lthis report.

1 • Percentage of wa~;~'i:\i~~~it<

The 1985 amendments to the· no-fault act defined the lia
bility on underinsured vehicles[~(M~S. 658.49, subd. 4a):

Maximum liability of an insurer is the lesser of
the difference between the limit of the underinsured
motorist coverage :&ilcLtheamount pagd to the insured by
or for any p~zson or organization w 0 may be held
legally liable for thebodily;injurY1 or the amount of
damages sustained but(notrecovered.

Underinsurance is mantiatoriiicoverage under the no-fault act
with minimum limits of $25j000lo'erperson and $50,000 per acci
dent. Coverage for residual liability is also required at
minimum limits of $30,000/$60,000.

The difference-of-the-'lJ.mif~lanquageappearsto codify the
old "Lick rule" (Lick v. Oairyland:Ins.Co., 258 N.W.2d 791),
which said that underinsurance did. not exist when the
tortfeasor's liability limit8 were equal to the plaintiff's
underinsurance limits. Under this: rule,' regardless of the amount
of the limits, when they are" the same underinsurance coverage is

", without effect.

In Minnesota, the mini~um required amount of und~rinsurance
cQverage is provided free byinsura1'1ce companies. This is easy
to do, because this amount/C)f cO"erage is. almost irrelevant.
Because all Minnesota drivers.mustcarrY,'$~0,.000/$60,000
liability coveraqe, in anaccidentinvolVin9',.~innesotadrivers
the difference-of-lim!ts methodiwithminimunf!'underinsurance
levels of $25,000/$50,000 yields no underinsurance coverage.
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coverage, forIndividuals can get higher,levei'jdf
a price. ,\: \ )J~f::-:;~-"

"'i';

'.~ 40 -

Plaintiffs' attorneys:£'~¥~;',...!:~~tetinqthelanguageJnore
literally. They are firstr;t~E!t,:f'~'!hgM;.withthe..injured party's
company for the underinsur~~~t!,j1g1'~o~~endingnothing has been
"paid" by the tortfeasor 'S{~!:~()~p~nY~}'Theythenpurs\1ethe.. '.' .. '
tortfeasor to collect·anyoutst~ndihgdamages. Theintent·ofthe
Legislature is unclear .Slioul~,x;the)~Lick rule" apply or is the
interpretation of plaintiffli'i'~~t,:orneyscorr~ct? Or should the
state go back to the add-onsys'tem? ......../

3. Mandatory offersOfo~€,£~~:~l co!erit~es.

The proof that an offer ha.sbeen made under mandatory offer
requirements has been at issuein'&number'of'cases (Siesels v.
American Famil Mutual Ins. Co.,(37) Henriksen v. IllInoIs
Farmers Insurance Co., ) Hauer v. IntegrIty Mutual Ins. Co.
(39)]. The 1985 amendments to the act created another situation
where similar cases may be filed. Section 65B.47, subdivision 7,
dealing with the choice to stack personal injury benefits, reads
in part:

•••• An insurer shall notify policyholders that they
may elect to have two or more policies added together.

,: . "'/,:.::-... ""'::"':""':"':".

The requirement "shall notifY~.iis ambiguous, and it is
difficult to determine whether it has been met. One solution to
this and similar notification problems would be to have insurance
companies include in their forms filed with the Commissioner of
Commerce the means they intendt.o u~e to: meet notification pro
visions. These would be subjecttoiapproval in the same manner
as the rest of the forms. Another solution would direct the
Commissioner of Commerce t,o deve,lap,rules and a standard form of
notification used by all compani'es. i

I
I
I
I
I
I
I
I
I
1"51...)

I
I
I
I
I
I
I
J'ill"..•./0,.,.$

·'1:::i,
t
,~~;},~t·:':·f.:'~," ..','



Survivors economicH;r8~~~S~~efit~.6.

This could create ~·Pt6bi~~;~;in;a.situatI6nsuch/as when a
college-age student, who maybeuna"arethathisfath6r had
dropped insurance on a vehicle",!~s,inv()lV'edinanaccident with
an uninsured motorist. Undercu%'J:'f!nt.la~,,;tJleas~igned claims
plan is not available tothe;Yo~J:19JW~dult.'M~h~isresidingin the
household where there is an:unlris'ured moto:rivehicle.

Survivors economic lossbe~ef'it~ arel1mlted to $200 per
week (M.S. 65B.44, subd. 6). In'many cases, these may consist
mainly ()f wages the dec:edent. was,earning for.the household. The
weekly cap on the wage benefit for injured persons is $250 per
week. It seems reasonable that these limits should be compar~

able.

.,~ ': "~~~;;l::;":'

::":,:,"','..-,<' : ".:.:<;::,'

underinsured motorist, both liabief()r~,J~()rffgnof the insured
person's damages , it is unclear how the',' coverage would operate.

5. Access to aSSigned>~la£~i~;~,i~l.an.;"1'i/i';ic;>.,.

The no-fault act prohibitS/;~6c:~ss#~:,)1f~e)as~I~nedclaims
plan (M.S. 65B.64, subd.3l"for,members:of/the owner's household
other than minor childrenifi;theowner of the vehicle failed to
have the required insuranceii'i' ,

I
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7. Underinsured and liability limits.

Section 65B.49, SUbdivision 3a, paragraph 3, reads:

No reparation obligor is required to. provide limits of
uninsured and underinsured motoristicoverages.in
excess of the bodily injury liability limit provided
by the applicable plan of reparatio~security.

Does this mean that companielSlftust~~ovideuninsured and
underinsured limits equal to the liability limit? . The argument
being used is that the agent had a conunon...lawobligation to make
the offer and that policies should be reformed to reflect this
obligation.

8. Uninsurance/underinsurance limits.

The 1985 amendments made unirisurance and underinsurance
coverages mandatory, eliminatedst'ackingof these coverages, and
increased the minimum liability limits from $25,000/$50,000 to
$30,000/$60,000. Since stacking has been eliminated, higher
minimum uninsured and underinsuredlimits, such as
$50,000/$100,000, may be more reasOnable.
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9. Adverse medical e~arrtih~fion. '(
"';'~~lFi,'~ ,

Insurers can requireclai.m~ifts t08~bmf#to medical ex
aminations to determine ifi'adciii:lonal tr~atment and attendant
insurance benefits are needf!d(6~B.56)•. ,It;!s clear that the
industry has a number Of.P~ysic~'ansi'thatregularly do such}exami
nations and regularly find,thai:'i'&J)enefits, can be discontinued
since the claimant is "readY;t.0}'·1"eturnto work." A claimant t s
only recourse to this percei"ed;jstackeddeck is court or
arbitration. An alternativf!'.w~ulc!/be to develop a pool of
physicians and randomly selecti{ttie<necessarydoctor to undertake
such examinations • ,'Y,'

10.
·'i.'\'· iYi?F:,,:::'·:>,'<·

Minnesota statute (65B!~56,;1'.utid~ 3)·····requires that:
:;':,::

Such examinationijhll.lI:·b~<;conducted within the C1ty ,
town or statutory city of residence of the injured person.

\",: '>,,','": ~'-,":, ',': ":

Often the insurer is requ:l.~ingclaimants to travel to other
cities to be examined by the. physician of choice • loThile the
company does pay for the trip,thereason for such a request is
clear, with results similar to those indicated above. Complaints
to the Department of Commerce about this action are said to be
ineffective.

11. Rehnelt v. Stuebee Supreme Court Decision.

On December 15, 1986, the Supreme Court found that an
injured plaintiff who failed to ,obtain the required coverage
under the Minnesota No-fault Automobile Insurance Act may not
recover economic loss benefits in a negligence action agaiiiit the
driver of the other vehicle. There are provisions in the act
(65B.51, subeL 2) defining when an action can be brought for
economic loss not paid or payable. The arguments in the case
turned in part on the issue of. "hether these provisions were
exclusive. Justice Yetka also argued in dissent that "A common
law right is not lost absent clear legislative mandate."
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The Minnesota Financiar,Sf~fet.Y\ResponsibilityAct of 1933
provided that a person convicttad:6t:or forfeiting bond given> for
a nwnber of offenses, rangingIfrOmJllanslaughter to failure to
stop at the scene of an accident:;;resulting in injury or death,
would have his license revok~di:;"i'1'helicensewas not to be .. '
r.enewed nor was the person!~O~eilpermittedor licensed to operate
a motor vehicle until proof of. financial responsibility in the
amount of at least $5,000, or!$lO',OOO maximum for anyone
accident, was provided. ..•••... .,::')

The original act also provided for the suspension of the
driver's license of anyone who failed to satisfy a judgment in
excess of $100 resulting from thta opf!rationof a motor vehicle.
Furthermore, it required the license to be suspended until the
person provided proof of his ability to respond to damages in
future accidents. This initial Minnesota financial liabllity law
required proof only of financial responsibility. for future acci
dents. By emphasizing responsibility for future accIdents, the
1933 act ignored liability for the first accident, the accident
which brought the motorist to the attention of the authorities.
These laws were therefore known a8 "first bite" laws.

The Safety Responsibility Act of 1933 was in effect until
1945 when a new law, the Safety Responsibility Act of 1945,(41)
was enacted. The 1945 act, unlike the 193.3a,ct, required a
driver or owner involved in a motor vehicle accident causing
personal injury, death, or property damage 'inan amount greater
than $50 to actually furnish security in an amount sufficient to
satisfy any judgment arising from the current accident. Proof of
future financial responsibility a180 was required under certain
circumstances, but the 1945 act was the initial step in requiring
actual satisfaction of damages sustained as a result of the
negligent operation of a motor vehicle.

The 1945 act was amended several times over the next several
decades, but there were no significant changes to the Minnesota
automobile insurance laws until 1967. That year, the Legislature
amended the act to provide for cancellation of motor vehicle

'insurance by insurance companies (42) and added uninsured
motorist co~crage as a requirement. (43)

In 1969, and in a 1971 amendment, provisions were added
which required insurers to offer accid~ntal death benefits of at
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LEGISLATIVE HISTORY or: TflEiiJ:MINNESOTA NO-FAULT ACT (40)

In 1925 Connecticut en~ct~J~W!f~~{ifirst legislation dealing
compensation of automobile.accident victims. In 1933 Mha.'1e
followed Connecticut' slead;::/,'
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least $60 a week for a period of at lea~'t 52 consecutive weeks
and medical expense coverage of'at least $2,000 for each injured
person. (44) The 1971 amendmentrequired(that underinsured
motorist coverage be offered as an optiol'l beginning January 1,
1972.(45)

These requirements ofa mltid~tdry dffer of optional first
party insurance coverage were., th~beginning of the concept of
no-f ault automobile insurance i~/·Minnesota. However, there were
no restrictions or: the rightto)'sue in tort for injuries arising
out of the use of a motor vehiclej.and the coverages were not
compulsory. i:;"i'

In the late 1960s andearJ.~!G970s,when the Legislature was
expanding the available cover."g:es 'arising out of automobile
accidents, the first no-fault proposals/began making their
appearance in the Minnesota Legislature;' senator Jack Davies
introduced bills in 1967,(46) 1969,(47) and 1971,(48) but each of
these early bills died in committee. Competing no-fault bills
were introduced in 1973, (49) the year in which the "louse and
Senate positions on no-fault began to solidify. In 1974,
following referral of the various no-fault. bills to conference
committee, the Minnesota No-Fault Automobile Insu ...ance Act was
passed. (50)

Below is a brief description of the no-fault bills
introduced in the 1967, 1969, and 1971 sessions by Senator Jack
Davies.

(1) The 1967 bill - S. F. No. 634. This first no-fault bill
provided for compulsory fIrst-party coverage in the amount of
$10,000 per person, subject to a $100,000 per accident
limitation. The first-party benefits covered accrued economic
detriment from accidental injury, inclUding survivors' benefits
if the injury caused death. Property damage was not included in
the first bill and benefits were subject to a standard deduction
of the first $100 of net loss and 10 percent of all work-related
loss. Work loss benefits were SUbject to a limit of $750 per
month, and benefits were to be paid monthly as the loss accrued.
The bill imposed restrictions on the settlement of claims for
first-party benefits, and lump-sum settlements were allowed only
under specified circumstances.

Insurers were required to offer added protection coverage
for pai~ and inconvenience during periods of complete or partial
inability to work. The original no-fault bill did not require
insurers to offer liability insurance, and no minimum coverage
levels were specified in the bill.

The 1967 bill contained a priority provision making the
insurance covering the vehicle the primary source of coverage for
occupants, inclUding drivers. Injured persons who were not
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occupants of a motor vehiclewo\1id;?b~:entitledto recover first
party benefits under any insuranc§'covering an involved motor
vehicle. An assigned claimsplaniprovided coverage for injured
persons not otherwise covered underariy first-party benefits.

i" "

The 1967 bill contained limi€lS/i)ili~hthe ability of an injured
person to sue. If injurieewEu:eb~';owcertain levels, called
"thresholds," the injured person~(),:!~~notsue the person causing
t,he accident. One of the threshOld~/)'was financial, limiting
liability to dAJItages over $10, OOO~;)i!The other was a "verbal"
threshold, allowing liability an~:':'-tort claims to go forward if
the injury met a test of severity;~?such as major physical damage
or death. ... i'·

;::"',' r.;,;<:'.::~

(2) The 1969 bill - S.F. ~l.,,:~~S3~ This second no-fault bill
was considerably more detailed ..th~Jl,the 1967 bill. It provided
more extensivf! first-party benefH::s~ibut also totally eliminated
tort liability for injuries arisinciout of the maintenance or use
of a motor vehicle. First-party benefits were unlimited, except
that all benefits injured persons,;~ere,entitledto receive from
sources other than no-fault insurance were to be subtracted from
the loss before paying out no-fault benefits. The bill also
included coverage for allowable medical, rehabilitation, and
occupational training expenses, funeral and burial e~penses, work
loss, survivors' loss, and medical impairment coverage for perma
nent bodily injury.

The benefits were subject to individual limitations: a 25
percent exclusion of all work loss in calculating compensable
loss: work-loss benefits were limited to $750 per month;
allowable expense for a hospital room was limited to a
semi-private room; and funeral and burial expenses were limited
to $500. A schedule of benefits for medical impairment was
included, and the bill also provided for the award of attorneys'
fees. '

The 1969 bill required that insurers offerdeductibles,
including deductibles of 35 or 45 percent of all work loss, and a
deductible of $100, $200, or $300 per accident as a credit
against work loss percentage deduction. The 1969 bill made
liability insurance mandatory in the amount of $50,000 per
person, $100,000 per accident, with a $5,000 property damage
coverage.

(3) The 1971 bill - S.P. No. 568. The 1971 bill was almost
identical to the 1969 bIll, except It included a schedule of
benefits drawn from the Workers' Compensation Act as a guide for
the payment of medical impairment benefits. Payments ranged f.rom
$225 for loss of a small toe to $25,000 for a permanent total
disability.

- 45 -



I
I
I
I
I
I
I
I
I
t
I
I
I
I
I
I
I

c....'.,

ia!~,i!C~~;',1t)" •.. .ru'/>
The 1971 bill became·thei~<:)ca.~,pointf()r;/initial drafting

efforts of the National Conference/of Commissioners on Uniform
State Laws when it undertooktl1e,~raftingof a Uni.form Motor
Vehicle Accident Reparations;·Ae~·~·~\.Thisuniform act eventually
became S.F. No. 96, the no... fau.lt;billintroduced in the 1973
session of the Minnesota Leq.t.s·l~~u:re by Senator" Davies, Novak,
and Knutson, that bill, with~i.someamendments,was the bill
enacted in 1974• ..,..... c•.," "i""ii;r ";'::..!'?YJ::,r:';;~

Thus there was a sig~i.fi~~ritdegree ofr.imilarity between
the initial 1967 bill andS.F ,,"No./ii96 ,.which eventually beca.ne
the 1974 Minnesota NO-Faul~Act.•.<Durinq th.i.s time period, the
basics of a modified no~faultinsuranceplan had solidified in
the Minnesota Legislature.

In 1971 t.he LegiSlatu#eCp~~V1.ded for the creation of a
commission to study thefe~sibility and necessity of no-fault
automobile insurance in MiJ'lnes()ta•. This commission, chaired by
Senator George Pillsbury",reco~ended that an "add-on" no-fault
plan be adopted, rather tlianthe'alternat:ive of prohibiting tort
actions, unless certain tort thresholds were met.

An add-on no-fault system makes first-party no-fault insur
ance an optional coverage, in addition to the tort-liability
system, which is left in place. The commission wanted Minnesota
to adopt a plan similar to the plans adopted in South Dakota and
Texas. In these states, add-on no-fault is a supplement to the
tort-liability system, rather thana replacement for it.

The commission also favored broadeninqfirst-party benefits
to the point where most accident victims would be compensated for
most of the economic loss they sustained, thereby rendering tort
actions unnecessary in most cases. The/commission drafted a bill
to implement its proposals. The bill was similar to ot.her no
fault proposals with the exceptionthat./it. did not. include re
strictions on tort recoveries •. The commission proposal provided
the model for many of t.he provisions in the compet.ing House
no-fault bill of 1973, except that. the House bill also
incorporated a tort threshold limiting tort actions for general
damages.

While the language in the House and Senate bills in 1973
differed, there was a great deal of consistency in the concept
used in the two bills, which are briefly summarized in Appendix
B. The stage was set for a Minnesota no-fault law, which passed
in 1974.
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APP'EN6IX ~. B
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COMPARISON OF<HOUS,~.:!~;J\NDsENATE /B ILLS
ENACTED AS FIRST MINNESOTA: NO-FAULT ACT IN 1974

.':,":: :'.: -. -, ::,'::'~·~:,:::.;:,~,::,tji~lX~':-;'.;::::'-::·,:_:;·":.":".',';
1. Insurance coverages .':'~:~·;;iF~iNO.96 as introduced

provided limited medical e)Cpen.se:L·be~efits, hut the bill as passed
by the Senate provided fora~0t:alJ,()f$46,000 in first-party
benefits subject to a $10,000·ltinitationpforec::>nomic loss
arising out of death. The House/i?i~l was considerably leaner
than the Senate bill, providing.,fc>;ga total of only $10,000 in
first-party benefits. The lawa~Eel'1acted took a middle ground
between these two benefit limit~iiprovidinq for benefits of
$30,000, with $20,000 allocated,tomedical expt!nse loss and
$10,000 to other types of flconomic, loss. This basic limitation
on first-party benefits remained the law until the limits were
raised in the 1985 legislat!ve.~88ion.

First-party insurance in both the Senate and House bills
covered similar types of losses as each bill provided for the
payment of 85 percent of qross income loss, although the House
bill required seven consecutive days of disability before any
benefits could be paid. As enacted, the law provided for the
payment of 85 percent of grogs income loss, up to a maximum of
$200 per week.

Both bills provided for payment of replacement service loss
at a rate of $200 per week for the losses, with loss sustained on
the date of injury and the first seven days thereafter excluded
from coverage. As enacted, the law retained the coverage exclu
sion, but benefits were reduced to a maximum of $15 per day.

Survivors' benefits were limited to$20C per week in both
the House and Senate bills, but the Senate bill contained a
provision limiting survivors' benefits tcf 85 percent of gross
income up to $200 per week. The House pOlaition,which did not
contain this 85 percent limitation,wl'.s eventually adopted by the
conference committee. N,·/:,'

The positions of the two HoU-ses on funeral expenses appear
to be a classic case of conferencecommitteeeompromise. The
Senate bill provided a limit of $1,500, whereas the House
position was a $1,000 limit on funeral expenses. The conference
committee bill set the funeral expense be,nefit at exactly the
middle, or $1,250. Again this limitation/remained a law until
1985, when the funeral expense benefit was'lncreased to $2,000
after numerous complaints that a'good funeral simply could not be
had any more for the sum of $1,250.
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The House and Senate bills diff~f~•.;li.·~I~·~~v.~~aqe of
property damage. The House billJ.1lainta~ne~f.~ttf;t~aultsystem of
resolution of all property damage,disputes,cU~~e~:~as.theSenate
bill abolished tort action fordamageitomot()ri;.~ehiclesand their
contents, substituting a motor.vehiclecove;~ge:B~Pti~n:which
motor vehicle owners c.,uld elect ...to;!()btain.,;Ji:i~;'1'hei;)senate position
was rejected in the conferencecolnm~tteeand;{)~e')HOuse position
accepted, thus preserving the fault;system'for,,,r~solutionof
property damage claims.,,"'/' i \'2:1>;'

Both bills required liabilit~ihs~ranc~'~,(~~~ House bill
required 25-50-10 coverage and the. Senate bill initially provided
for $25,000 bodily injury per pe,rson/with no. per. accident lim~ta

tion and a $10,000 property damage.c:()yerage.;,.'1'htt ,Senate bill as
it passed included a $100,000 per"aecidentliDl~tati()n,double the
House limit, but this positionwas;~e:Jectedin7conferencecommit
tee and the House lim':t of $SO,000<I>8X-'accidentwas incorpo::-ated.

The House bill required unins\l~~~ or hit-and-run motor,
vehicle coverage in an amount of $25,000 to $50,000, whereas the
Senate bill did not require uninsured motorist coverage. The
House position was adopted by the conference committee.

In addition to the compulsory coverages, insurers were
required to offer a variety of additional coverages and deduct
ib1es. The House bill required insurers to offer $100 and $300
deductib1es from all first-party benefits, whereas the Senate
bill included a $500 deductible as a required offer. The Senate
pill also required an offer of a ten percent work loss and
survivors' economic loss exclusion, exclusion of all replacement
service loss and survivors' replacement service loss, an
exclusion of funeral expense in excess of $500, a $2,500 per
accident deductible from first-party. benefits for motorcyclists,
and a $100 deductible on collision coverage. The Senate bill
also required insurers to offer optional coverages foz' pilysical
damage to motor vehicles.

The final act incl~ded a compromise position taken on the
mandatory offers and deductibles as it included a $100 deductible
for medical expenses and a $200 deductible from disability and
income loss benefits. It also required'theC)ffer of an
additional $10,000 and $20,000 medicalexpeiisecoverage, an
additional liability insurance coverage of ,,$25, O~O per person and
$50,000 per accident involving two or ,more persons, basic
economic loss benefits coverage to motorcyclists, and ul1der
insured motor vehicle coverage in anamount;equalto the
liability insurance coverages. '

2. Coordination of benefits. Both the House and Senate
bills required coordInation of workers' compensation and Social
Security benefits, but as enacted only included workers' compen
sation benefits as subject to mandatory coordination.
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3. Exclusions from coverige•. The<exci\1s10nfrom coverage
in both bills was sImIlar. The,i,House bill excluded persons
intentionally causing accidents.,kn.0winglyoperating stolen motor
vehicles to elude apprehension<or.arrest,.coperating a motor
vehicle without a driver's lic~nEieiorcolllJllittinga felony which
contributed to the accident or,injury•. :'Suryivors were not ex
eluded from coverage. The. senattt:\,~ill;ac1dit;ionally excluded
persons occupying vehiclesJas~.~Y'~ngqu!:t,'~eX'sor persons injured
in the course of an officialra:c:«t<>'or,in'pra.c:tice for the race •
Survivors were disqualified;frcXnKc:"llecting.benefits under the
Senate bill if the survivorwas\J.hsured,'under his own no-fault

coverage. ...•••.. :'i;~~if,;';';";; ,'// '
The Senate position0n.:exdlusl"ns was adopted without the

provision for persons inj~red~hileoccupyin'gvehiclesas living
quarters. This latter exclusionswould probably be applied
anyway, as a person injured while occupying a vehicle as living
quarters would not come within the definition of a person injured
in an accident arising out ofithemaintenance or use of a motor
vehicle, the primary definition'ifor coverage under the no-fault
act.'

4. Scope of coverage. Both 'the House and Sen.ate bills
required coverage for motor vehicles registered or present in
Minnesota. The Senate bill would have included motorcycles, but
motorcycles were excluded from first-party coverage in the House
bill. As mentioned above, the Senate bill required motorcyclists
to elect a $2,500 deductible on first-party benefits. A loss
allocation provision in the Senate bill provided for an
adjustment of losses in accidents between motor vehicles and
motorcycles. The House position was eventually adopted. It
excluded motorcyclists from the no-fault act, but mandatory
offers of first-party benefits had to be made to motorcycle
owners.

Both bills provided the sarne coverage for injuries resulting
in loss. The bills provided aright to'basic economic loss
benefits for any accident occurring in Minnesota. For out of
state accidents, coverage was prOVided for insured persons and
drivers or other occupants of an insured vehicle, other than the
vehicle used in the course of the business of transporting
persons o~ property if the vehicle was one of five or more under
common ownership. Vehicles owned by governments other than those
in Minnesota were also excluded.

5. Sources of coverage. Both/bills ha.d similar provisions
relating to priorIty of payments. Each bill provided that
persons injured while drivers or/occupants of vehicles used in
the transportation of persons or'property would recover under the
policy covering that vehicle. Both bills provided that in other
cases, the first priority coverage/would be the insurance under
which the injured individual isin.ured. The second priority
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(b) the benefits werj.f.had~~uate to compensate the injured
persons because of the financial inability of the insurer to
fulfill its contractual obligation.

The House bill contained an exclusion for owners who were
required to insure but failed to do so, and while the Senate did
not exclude these owners it did subject them to all the optional
deductibles and exclusions to the maximum required .in the bill
and to deduction in the amount of $500 for each year in which
they fail to have insurance in effoct.

The notice provisions of the two bills were slightly dif
ferent. The House bill provided for subrogation by the insurer
assigned the claim under the assigned claims plan to any rights
of the claim against any person~ The House method of qualifying
for the assigned claims plan was eventually adopted in conference
committee as well as the House SUbrogation provision and the
House exclusion for owners of motor vehicles that should have
been insured but were not. The)Senate position on notice to the
assigned claims bureau was eventually adopted.

6. An insurer's obliqatiorito r,espondto claims. Both the
House and Senate bills requlrediwork loss ordisahillty benefits
to be paid every two weeks, and the House bill required income
loss to be paid every two weeks. The remaining benefits were to
be paid monthly as loss accrued. The Senate bill required income
loss to be paid monthly insteadSof every two weeks as in the
House bill, and the final bill>adopted by the conference
committee required all benefits/to be payable monthly as the loss
accrues.

"

Both bills provided penalties for ov~rdue payments. The
Senate bill provided for an 18 percent int~rest and the House
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bill for ten percent. and the r.~~u~~ pOi~~~6n was eventually
adopt~d. The Senate billalsol,'providedforaward of attorneys'
fees incurred in bringing anac:tion.for,overdue benefits and for
defendinq a claim for benefitsnith.a1:is 'fraudulent or so '!xcessive
as to have no reasonable foundat+~'I'l'.'. but; the. Senate position on
attorneys' fees was not adopted,,;';:k:' '

"'i;
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7. Settlement of claiDls.{inc'1'h~>Senatebill imposed a variety
of restrictions on lump sum. and.i\~n..t.allment 'settlements as well
as judgments for future benefit:s.) <",hereas the House bill
contained no restrictions on the settlement of claims. The House
position was eventually adopt~d';!,"

8. Tort actions. '1'he<~~ , c;t~ti()njon tort actions differed
substantially in the Houseandi;ltS~hatebills, as the House bill
was considerably less restrict'£\r.e"\1:hant~e,Senatebill. The
House bill provided that any' to:~1:;':J:'ecovery\wouldbe reduced by
any basic economic loss beneti~8:;jpaid orpa'yable: and damaqes for
pain and sufferinq were notre~~;,er~blf!;unless certain tor't
thresholds were met. A $2,000,,\Jmedical,·~xpense threshold as well
as the followinq additional des'crfptivethresholds were met: (1)
.permanent disfigurement: (2) frac:tureo,f aweiqht-bearinq bone;
~3) a compound, comminuted ordislocati6n fracture: (4) a com
p:cession fracture of the vertebrae: (5) loss of a bodily member:
(t.~) permanent injury determined within a reasonable medical
ce:ctainty: (7) permanent loss of a bodily function: (8) a death:
or, (9) disability for 60 days ,or more. Actions for property
damage were not restricted by the tort restrictions and were in
all cases defined as accidents arising out of the ownership,
maintenance, or use of a motor vehicle.

~he Senate bill took the position that tort actions were
abolisned except in the following circumstances:

(If actions against motor vehicle owners if the insurance
covering the vehicle was not in effect at the time of the acci
dent,

(2) liability of a person1in the business of repairinq,
servicing, or otherwise maintaininq motor vehicles arising from a
defect in a motor vehicle caused or not corrected by an act or
omission in the repair, servicing, or other maintenance of a
vehicle in the course of his business:

(3) liability of a person intentionally causinq harm to a
business or property:

(4) liability of a person for harming property other than a
motor vehicle and its contents:
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(5) liability of a person in the business of parking and
storing motor vehicles for the harm dl,:)ne to . the motor vehicle and
its contents;

(6) actions for damages not recoverable beCause of the
limitations on the benefits,

'.-....... '..,

(7) actions for noneconomiC.detrimentif the injured person
(a) dies, (b) sustains permanent disfigurement or permanent
injury, or (c) sustains an injury>resultingin not less than a
90-day disability period.

A compromise position between. the S~nate and House bills was
reached. The final no-fault ac~retainedtheoffsetprovisionin
the House bill and included the provision stating that damages
were not recoverable. The final bill containedirestrictions on
recovery for non-economic detriment that were less restrictive
than those in the senate bill and more restrictive than the House'
bill. Actions for non-economic detriment were allowed on proof
of reasonable medical expense in excess of $2,000, death,
permanent injury, permanent disfi·qurement,or a disability for 60
days or more. Provision was made,.for,s\1!ts, against, defendants in
the business of repairing, servicing, manufacturing,
distributing, or selling motor vehicles, and the act explicitly
provided for unrestricted tort actions for negligent acts or
omissions •

9. Subrogation and indemnity. Subrogation is the shifting
or substituting of one Claimant for another. For example, an
insurance company might pay an injured person, and then
subrogate, or take over the rights of the injured person to sue
those who caused the injury. The House bill provided for
subrogation in all cases in which an insurer paid benefits, but
was limited to the amount of the first-party benefits. It
provided for mandatory good faith in binding inter-company
arbitration between two insurance companies when a wrongdoer was
covered by another plan of insurance.

The Senate bill provided for subrogation whenever a person
receiving or entitled to receive first-party benefits had a cause
of action against any other person. The subrogation right was
exercisable separately from the rights of the claimant. A right
of indemnity was provided against a person (converting a motor
vehicle owner) or against one who intentionally caused injury.

A compromise position on subrogation was adopted. Subro
gation was initially provided for in the act in all cases includ
ing those where a tort action existed against an insured motor
vehicle owner. Subrogation was provided for an insurer paying or
obligated to pay first-party benefits and existed to the extent
of benefits paid or payable. The insurer was subrogated to any
cause of action to recover damages for economic loss which the
person to whom the benefits were paid or payable brought against
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any other person whose negligence was the direct approximate
cause of the injury for which the first-party benefits were
payable. In order for subrogation rights to arise in a
negligence action, cause of action had to be commenced and the
tort thresholds met.

10. Arbitration. The House bill provided for the promul
gation of rules adopted by the Supreme Court for submission to
arbitration, at the plaintiff's election, of all cases where a
claim in the amount of $5,000 orIels was made by a motor vehicle
accident victim. The Senate bill provided for the creation of
arbitration rules, but made arbitration mandatory when a $5,000
or smaller claim was made. Arbitration on mutual agreement was
provided for in cases involving>cla1ms of more than $5,000.

11. Penalties. Both the Rouse and Senate bills provided
that a motor vehIcle owner who failed to have the required insur
ance was liable in tort withoutl1mitation and that a motor
vehicle owner who failed to have. the required insurance was
guilty of a misdemeanor. The Senate bill required a showing that
the owner knew or should have known that the insurance was not in
ef~ect, and that position was eventually adopted'. well as the
provision opposing unrestricted tort liability on uninsured
automobile owners. The act also contained a House provision that
any person operating a motor vehicle with the knowledge that it
did not carry insurance was also guilty of a misdemeanor.

The Senate bill provided for a six-month suspension of the
owner's driver's license for failure to carry the required insur
ance, and the House bill provided that an operator who is con
victed of a misdemeanor would have his license suspended from six
to twelve months. Both bills provided for the suspension or
revocation of a Minnesota license upon notification that the
operating privilege has been suspended or revoked in any other
state. Essentially, the House position on penalties was adopted
in the final bill.

12. Cancellation and nonrenewal. Both bills contained
provisions relatIng to the cancellatIon or nonrenewal of insur
ance which were eventually deleted, and the existing law main
tained, with the exception that insurers are not required to give
notice of the reasons for cancellation of an application for
insurance. The final act provided no provision for the
Commissioner of Insurance to suspend the right of a company to do
business for failure of the company to comply with an order to
reinstate a policy, or for tort liability of an insurer for the
damages suffered by a person injured by an insurer's neglect or
willful failure to conform to the act.

- 53 -



,I
~

I
I
I
I
I
I
I
r)
I
I
I
I
I
I
I
K 1.j.j

'I

APPENDIX C

ENDNOTES

1. Minnesota Statutes, section 65B.48.

2. Minnesota Statutes, section 65B.44, subdivision 1,
section 65B.48, subdivision 1.

3. Minnesota Statutes, section 65B.48, subdivision 1,
section 65B.49, subdivision 3a.

4. Minnesota Statutes, section 65B ~ 49,. subdivision 3a.

5. Laws 1974, chapter 408, section 9.

6. Laws 1980, chapter 539, section 7.

7. Minnesota Statutes, section 65B.49, subdivision 3a.

8. Minnesota Statutes, section 65B.47.

9. Minnesota Statutes, section 65B.47, subdivision 1.

10. Minnesota Statutes, section 65B.47, subdivision 3.

11. Minnesota Statutes, section 65B.47, subdivision 4(a).

12. Minnesota Statutes, section 65B.47, subdivision 4(b).

13. Minnesota Statutes, section 65B.51, subdivision 3.

14. &
15. 307 N.W.2d 772 (Minn. 1981).

16. 309 N.W.2d 305 (Minn. 1981).

17. 350 N.W.2d 368 (Minn. 1984).

18. 277 N.W.2d 648 (Minn. 1979).

19. West Bend Mutual Ins. Co. v. Milwaukee Mutual Ins. Co.,
372 N.W.2d 438 (MInn. App. 1985).

20. 310 N.W.2d 133 (Minn. 1981).

21. 289 N.W.2d 749 (Minn. 1980).

- 54 -



- 55 -

42. Laws 1967, chapter 463.

In the Matter of State Farm Mutual Ins. Co. and
Allstate Ins. Co., 391 N.W.2dl (MInn. App. 1986).

Minnesota Statutes 1971, section 658.25.

~ Minnesota Statutes, section 658.26, subdivision d.

Minnesota Statutes 1974, section 658.49.

.',':.,:-: :',.,',:

Quoted in "Deterrent Aspects of No-fault Automobile
Insurance--Some Empirical Findinqs", Paul Kochanowski
and Madelyn Younq, The Journal of Risk and Insurance.

Laws 1985, First Special Session chapter 10, section
68.

288 N.W.2d 244 (Minn. 1980).

330 N.W.2d 113 (Minn. 1983).

Ibid.

compensatinI Auto Accident Victims, u.S. Department of
Transportat on, May 1985.

Report of the Minnesota Automobile Liability Study
Commission, 1973.

Automobile Insurance in Minnesota, Minnesota Department
of Commerce, 1983.

compensatinI Auto Victims, u.S. Department of
Transportat on, May 1985.

See Minnesota Automobile Liability Study Commission
Report, 1973, p. 27.
Murray v. Walter, 269 N.W.2d 47.

374 N.W.2d 220.

364 N.W.2d 896.

352 N.W.2d 406.

Much of the following section is loosely based on
Minnesota's No-Fault Insurance by Michael K. Steenson.

Laws 1945, chapter 285.

22.

23.

24.

25.

26.

27.

28.

29.

30.

32.

31.

33.

34.

35.

36.

37.

38.

39.

40.

41.

I,
I
I
I
I
I
I
I
1
I
I
I
I
I
I
I



I
J
I
I
I
I
I
I
I
~

i
I
I
I
I
I
I
J

@,

I
11f.:.
~ 0
~~<~

43. Laws 1967, chapter 867.

44. Laws 1969, chapter 713, sections 2 and 3.

45. Laws 1971, chapter 581, section 1.

46. S. F. No. 634, 1967 session.

47. S. F. No. 753, 1969 session.

48. S. F. No. 568, 1971 session.

49. S. F. No. 96, S. F. No. 216, S. F. No. 356, S. F. No.
417, S. F. No. 982, S. F. No. 1153, H. F. No. 151, H.
F. No. 742, H. F. No. 744, 1973 session.

50. Laws 1974, chapter 408, currently encoded in Minnesota
Statutes, sections 658.41-.71 (1986).

- 56 -


